2025 Calculating Crop Land Rental Rates

RentPlan




plan

Crop Land Rental Rate Calculator

Version 1.0

Date: January, 2025

This guide is designed to provide planning information, economic considerations, and a
format for calculating fair and reasonable values for crop land rental rates for both tenants
and land owners to share the risks and rewards associated with annual crop production in
Manitoba. General Manitoba Agriculture recommendations are assumed for input costs
and economic calculations. Non economic considerations such as land care, tenure, and
personal attributes are not included in the calculations but should be considered in any
land rental agreement. The calculated rental values do not necessarily represent the
average crop land rental rates in Manitoba.

These budgets may be adjusted by putting in your own figures. As a producer you are
encouraged to calculate your own crop land rental rates for land with differing productive
capacity. On each farm, costs and yields differ due to soil type, climate and agronomic
practices.

This tool is available as an Excel worksheet at:

The Farm Machinery Custom and Rental Rate Guide is also available to help
determine machinery costs.

Contact Us
For meore information, contact a Farm Management Specialist.
» manitoba.calagriculture

« mbfarmbusinessf@gov.mb.ca
e 1-344-769-6224

Note: This budget is only a guide and is not intended as an in-depth study of agricultural land values.
Interpretation and use of this information is the responsibility of the user. If you need help with a
budget, contact a Farm Management Specialist.


https://www.gov.mb.ca/agriculture/farm-management/farm-machinery/index.html
https://www.gov.mb.ca/agriculture/farm-management/farm-business-management-contacts.html
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RentPlan - General Information

What is the fair market rent for farmland in Manitoba? This is a question that both landlords and producers
ask quite often. Unfortunately there’s no rent transaction listings for land rental rates in Manitoba, making it
difficult to determine what others are paying. However it is important to remember what makes rental
agreements successful for both producers and landlords alike. This includes:

» The landlord and producer should be open and honest with each other, and be able to resolve
disagreements cordially.

» To maximize long term profit, the terms of the lease should be fair to both the landlord and producer.

« Written agreements help to prevent conflict between the landlord and producer, and force them to think
through an equitable and reasonable lease.

Manitoba Agriculture's Contracts and Leases.

» Leases should be flexible enough to permit fair adjustments to any unexpected situations.

» A lease should be adapted to suit each individual situation, yet remain simple enough to work.

» The lease period should also be long enough to allow the producer to adopt good farming practices.

There are ways to start the discussion on determining the value of fair market rent in absence of knowing
what others are paying and receiving. The two most common methods of calculating fair market rent are:
1. Production cost based land rental rate.
2, Land value based rental rate.

The production cost based land rental rate method is calculated from the producer’s perspective.
Essentially this method determines the costs associated with growing crops, factors in the probable yield
and projected price of the crops, and identifies the producer profit expectation in growing the crops. What is
left is the maximum cash land rental amount that can be reasonably paid by a producer. The strength of this
method is that it is a very logical way to calculate what a producer can pay for land rent — whatever is left
over after all costs and profit expectation are removed is the maximum that can be paid for rent. The
downside to this method is that most producers grow a combination of crops during the land rental period,
making the calculations more complicated. RentPlan factors this into account by creating a weighted
average for the crops grown during the rental period.

The land value based rental rate method is calculated from the landowner’s perspective. This method
considers the value of the land and what a similar type of investment would yield on an annual basis. The
strength of this calculation is that it is easy to do — take the value of the land and multiply by a similar
investment (in terms of both risk and return) rate of return. The weakness to this method is one has to know
the value of the land. Land that is valued higher than the agricultural value of land (for example, land next to
an urban setting that has subdivision potential) will often yield results higher than the market land rental
rates. An important point to remember using this method is to choose a comparable investment rate of
return for a low risk asset.

Flexible Land Rental Agreements

It is common for landlords who are willing to take on some risk to consider flexible land rental options. With
this option, landlords can choose to capture a higher rental rate in years with above average returns, in
return for receiving a lower rental rate in years with below average returns. Over the long run these rates will
average out, however this option allows landowners to give a financial break to their producer tenants in
poor years, while allowing them to share in the profits during a good year. An important component to these
agreements is that there is a level of trust, communication and cooperation between the landlord and
producer.



https://www.gov.mb.ca/agriculture/farm-management/farmland-buildings/contracts-and-leases/index.html
https://www.gov.mb.ca/agriculture/farm-management/farmland-buildings/contracts-and-leases/index.html
https://www.gov.mb.ca/agriculture/farm-management/farmland-buildings/contracts-and-leases/index.html
https://www.gov.mb.ca/agriculture/farm-management/farmland-buildings/contracts-and-leases/index.html
https://www.gov.mb.ca/agriculture/farm-management/farmland-buildings/contracts-and-leases/index.html
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Flexible lease agreements can be complicated so it is best to keep the procedures to calculate flexible rent
simple with only 1 or 2 variables. The simplest flexible rent is only having the yield be the variable
component. A range of percentage of probable yield would be agreed upon ahead of time to create the
rental range for the flexible rent agreement. Another common flexible rental agreement is having both yield
and grain price be the variables. With this option, it is important to determine how the grain price will be
determined. Manitoba Agriculture and Resource Development’s Contracts and Leases have more great
information on flexible rental agreements.

Manitoba Agriculture's Contracts and Leases.

Further Considerations

There are some further considerations both landlords and producers should have when entering into rental
agreements. Timing of payment is an important factor with most agreements ranging from 100% paid in the
spring before seeding, to half in spring and half in fall after harvest, to 100% paid in fall. Generally the earlier
the payment is made, the less risk there is to the landlord for non-payment, which often leads to a small
discount in the cash land rental amount. Please see Rentplan’s Further Considerations page (link above) for
more information on how to calculate rental discounts for early payment.

Recently there has been a focus on the change in nutrient levels in soils during the duration of a land rental
agreement. If a landlord has a higher nutrient level in the soil at the start of an agreement and a lower
nutrient level at the end of an agreement, there is a hidden cost to the lower nutrient ending levels.
Likewise, if a producer builds up the nutrient levels in the rented land during the land rental agreement and
is not compensated for this, the cost of renting the land is more expensive to the producer than just the land
rental amount. Please see Rentplan’s Further Considerations page (link above) for more information on
how to calculate costs associated with differing nutrient levels.


https://www.gov.mb.ca/agriculture/farm-management/farmland-buildings/contracts-and-leases/index.html
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Rentplan User Guide

Rentplan can be used by both farm producer and landowners in Manitoba to assist in the determination of fair and
reasonable crop land rental rates. Follow the steps below to successfully use RentPlan for your crop land rental rate
calculation.

Step #1 - Land Rent Worksheet:
Crop Production, Revenue and Cost Summary:

Select Crops - select your crops grown on your farm based on your planned crop rotation during the rental
agreement period.
Acres - enter the total acres for each crop grown on your farm to calculate the weighted average gross revenue
and production costs.
Probable Yield - adjust the default probable yield for each crop selected, based on your farms average vyields.
Price - adjust grain prices to reflect the average net market price for the duration of the crop year.
Operating Costs Per Acre - to review and change operating costs, click on the link or go to the Production
Costs Worksheet. Make any changes required for the crops selected for your farm's actual production costs.
Use the dropdown menus to select Crop Insurance and Hail Insurance levels.

Calculation #1 - Producer Production Cost Maximum Land Rental Rate:
Producer Profit Expectation - enter your farms desired level of profit per acre. Typical range is $10 to $50 per
acre depending on a wide range of factors specific to each individual circumstance.
Production Cost Based Land Rental - low to high range is calculated in $ per acre.
Share of Margin Over Operating Costs & Gross Revenue Graphs- indicate percentage share of land rent,
producer profit, operating costs, equipment costs, storage costs, labour & owner salary.

Calculation #2 - Land Value Based Rental Rate:
Land Value - enter land value per acre. Values are typically based on assessed value or productive value rather
than solely based on market or trade value.
Investment Rate of Return - enter investment or opportunity cost percentage rate.
Land Value Based Rental Rate - is calculated in $ per acre.

Step #2 - Flexible Land Rent Worksheet:
Current Crop Grown - select your crop for flexible rent determination for the current year.
Probable Yield Per Acre - enter your average or probable yield per acre for your farm. This can be found on your
MASC Statement of Insurance or your IPI for each crop.
Probable Price Per Unit - enter your projected or probable price per unit for your farm.
Land Rental Rate - enter rate per acre. Default value is average of Land Rental Rate in Calculation #1.
Minimum Rate % - enter percent rate, less that 100%. Typically range is 70 to 90% per acre.
Maximum Rate % - enter percent rate, more that 100%. Typically range is 110 to 130% per acre.
Actual Yield Per Acre - enter your final marketable yield after harvest.
Actual Price Per Unit - enter your final marketed price after harvest.
Flexible Land Rental Payment - is calculated in $ per acre.

Step #3 - Further Considerations:
#1 Land Rental Breakeven Calculations: For the range of land rental rates the share of margin over operating
costs and gross revenue are calculated. The breakeven (before profit) land rental rate is calculated and the share of
margin over operating costs and gross revenue.
#2 Flexible Land Rental Breakeven Calculation: The breakeven (before profit) yield and percentage of probable
yield is calculated.
#3 Estimated Land Value Calculation - Based on Land Rental Rates: A range of estimated land market values
are calculated based on land rental rates and investment rate of returns.
#4 Discount for Early Payment - enter operating interest rate (time value of money) percentage to calculate the
value of early full or partial payment discount for producers.
#5 Soil Test (Nutrient Bank) Level Comparison - enter nitrogen and phosphate soil test values, term of rental
agreement, and current fertilizer costs per tonne to calculate the change in value of nutrient bank account balance.

Step #4 - Information:
Refer to the Information page for more in- depth information on both the producer and landowner perspectives in
calculating fair and reasonable crop land rental rates. Links to other Manitoba Agriculture and Resource
Development resources can also be found here.
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Land Rental Rate Calculation Prmed: 20241206
Note: Land rental rate analysis is part of long term strategic planning for your farm and caution should be exercised if short term crop yields and
prices are utilized. It is generally recommended for land rental rate planning and analysis that a minimum of 3 to 5 year average crop yields and
commodity price outlook should be considered.

Crop Production, Revenue & Cost Summary

Wheat - Hard
Your Farm Canola Red Spring Soybeans Oats (Select Crop) | (Select Crop) | (Select Crop)

Your Crop Acres 2500 750 750 500 500 0 0 0

(Percent of Crop Rotation) 100% 30% 30% 20% 20%
Probable Yield per Acre (bu or Ib.) 45 65 40 120 0 0 0
Price ($ per Unit) $13.25 $8.00 $12.00 $4.10 $0.00 $0.00 $0.00
Operating Costs/Acre $333.30 $397.47 $329.34 $286.05 $290.25
Gross Revenue per Acre' $529.28 $596.25 $520.00 $480.00 $492.00
Marginal Return

Over Operating Costs $195.97 $198.78 $190.66 $193.95 $201.75

1. Gross Revenue Per Acre = Price per unit x Yield per acre (weighted based on % of crop rotation)

Calculation Option #1 - Production Cost Based Land Rental Rate

Per Acre
Gross revenue $529.28
- Operating Costs $333.30
- Owner Labour & Living Costs $27.00
- Equipment Costs $86.59
= Maximum Breakeven Land Rental (before profit) $82.38

Per Acre/ B Per Acre

Producer Profit Expectation (range) $5 $20

= Production Cost Based Rental Rate $62 to $77 (Avg. $70/acre)
Avg. Production Cost Based Rental Rate - Avg. Production Cost Based Rental Rate -
Share of Margin Over Operating Cost Share of Gross Revenue

Owner Labour
& Living Costs
5%

Owner Labour
& Living Costs
14%

Producer Profit &

6%

Producer Profit
2%

Land Rent Equipment
36% Cost

17%

Operating
Costs
63%

i Land Rent
Equipment 13%
Cost

44% ; :
Manitoba Agriculture Manitoba Agriculture

Calculation Option #2 - Land Value Based Rental Rate
Land Value (local market or assessed value) $4,500 /acre
x Investment Rate of Return 2.00 % to 2.50 %

= Land Value Based Rental Rate $90 to $113/acre (Avg. $102/acre)
(Average Rent to Land Price ratio 2.3%)
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Land Rental Analysis

Land Rent - Summary

Producer - Profit Margin Summary

Manitoba Agriculture

$120 $30
$113
$100 | $20
$10
$80 $90 -
] ]
2 $77 S $o “
5 560 - < -$8
a & -$10 —
v £7,8
$40 —
-$20 -
_— -$31
$20 30 $31 |
$0 -$40
Production Production Land Value Land Value Production Production Land Value Land Value
Cost Rent (Low  Cost Rent Rent (Low Rent (High Cost Rent (Low  Cost Rent Rent (Low Rent (High
Range) (High Range) Range) Range) Range) (High Range) Range) Range)
Manitoba Agriculture Manitoba Agriculture
Landowner - Return on Assest (ROA) Producer - Total Cost (Risk) vs. Return on
3.0% Analysis $570 Investment (Reward) Analysis 6.0%
$560
2.5% k - 4.0%
0,
2.5% $550 4.0%\ -
o 2.0% I $540 H+ 2.0%
:\t 2.0% o
S $530 -
Q 15% - < - 0.0%
& s520 =
1.0% w \&
.0% I 510 -+ -2.0%
3 -1.4% \
$500 -5.5% [ |
0.5% - \ $560° - a.0%
$490 -
$537
0.0% $480 " | | -6.0%
Production Production Land Value Land Value Production Production Land Value Land Value
Cost Rent (LowCost Rent (High Rent (Low Rent (High Cost Rent Cost Rent Rent (Low Rent (High
Range) Range) Range) Range) (Low Range) (HighRange)  Range) Range)

Manitoba Agriculture

Note: This budget is only a guide and is not intended as an in-depth study of agricultural land values. Interpretation and use of this information is the
responsibility of the user. If you need help with a budget, contact a Farm Management Specialist.
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Flexible Land Rental Calculation Printed: 2024-12-06
Minimum & Maximum Rental Rate Calculation

Step #1 Current Year Crop to be Grown v;t::ts;’::;d
Step #2
Probable Wheat - Hard Red Spring Yield per Acre 65.0 (bu or Ib.)
Probable Wheat - Hard Red Spring Price per Unit $8.00 (bu or Ib.)
Step #3 Land Rental Rate $70 /acre
X 80 % X 120 %

$56 /acre Minimum Rental Rate $83 /acre Maximum Rental Rate

Flexible Land Rental Rate Calculation

Step #5 Enter Your Actual
Harvested Yield &
Market Price Here

65.0 Actual Wheat - Hard Red Spring Yield per Acre (bu or Ib)
$8.00 Actual Wheat - Hard Red Spring Price ($/unit)

65.0 Probable Wheat - Hard Red Spring Yield per Acre (bu or Ib)
$8.00 Probable Wheat - Hard Red Spring Price per Unit (bu or Ib)

= 100 % of Probable Yield & Price Factor
100% = (65 bu actual yield / 65 / m e

bu probable yield) X ($6/bu $70 /acre Flex Rental Value (after harvest)

actual price / 8/bu probable /

If less than Minimum If more than Maximum
Rate, then $56/acre Rate, then $83/acre

Total Flexible Land Rental Payment Due

Step #6 = $70/acre

Flexible Land Rental Analysis

Producer - Flex Rent Risk & Reward Landowner - Flex Rent Profitability
Analysis Analysis
$530 $98 $120 $90 1.8% 2.0%
- $100 <20 Cooh— | 1ay
1.6% -
$80 Pl o,
$520 0 — e I 16%
$60 J-
$515 $60 12% _.-~ - 1.4%
[ $40 VP L r —
5 <oy g A& - 12%
< 510 $20 & 50— =
5 50 o L 1.0%
& $505 & sa0 — L L o
o B - 0.8%
$500 520 0 | .
-$40 - 0.6%
$495 — ||
-460 $20 - 0.4%
$490 -$80 $10 —| 1 0.2%
$485 -$100 $0 356 L °83 0.0%
Minimum Rental Flexible Land Rent Maximum Rental Minimum Rental  Flexible Land Rent  Maximum Rental
Rate Payment Due - Rate Rate Payment Due - Rate
(Actual Yield & (Actual Yield & Price)
Price)
[ Total Costs $/Ac (Risk) == Producer Profit $/Ac (Reward) [ Land Rent $/Ac « = Landowner ROA (Reward)
Manitoba Agriculture Manitoba Agriculture

Note: This budget is only a guide and is not intended as an in-depth study of agricultural land values. Interpretation and use of this information is the
responsibility of the user. If you need help with a budget, contact a Farm Management Specialist.
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Printed: 2024-12-06
Crop Land Rental Rate - Further Analysis
#1 - Land Rental Breakeven Calculations

Maximum Land Rental Payable (with $5 to $20/acre producer profit) is calculated at $62 to $77 per acre (32 to 39% of margin over
operating costs or 12 to 15% of gross revenue).

Maximum Breakeven Land Rental (before profit) is calculated at $82.38 per acre (42% of margin over operating costs or 16% share
of gross revenue).

#2 - Flexible Land Rental Breakeven Calculation

Flexible Land Rental Breakeven (before profit) is calculated at 64.1 bu/acre Wheat - Hard Red Spring or 98.6% of the 65 bu/acre
probable yield.

#3 - Estimated Land Value Calculation - Based on Land Rental Rate

Land Rental Payment $62 /acre to $77 lacre
+ Investment Rate of Return 2.00 % to 2.50 %
= Estimated Land Market Value $2,480 to $3,850/acre (Avg. $3,165/acre)

Crop Land Rental Rate - Further Considerations

#4 - Producer Discount (or Landowner Premium) for Early Land Rental Payment

Operating interest rate 7.50 %
100% payment in spring $2.90 / acre
50% payment in spring $1.40 / acre

#5 - Soil Test (Nutrient Bank) Level Comparison

Land Rental Term

Start End
Nitrogen Soil Test Level (Ibs./ac) 40 20
Phosphorus Soil Test Level (P205 Ibs./ac) 35 20
Land Rental Term (Number of Years) 3
Bulk Price Actual Nutrient
Fertilizer Type $/tonne $/lb.
Phosphorus: 11-52-0 $1,140 $0.851
Nitrogen: (urea) 46-0-0 $690 $0.680
= Change in Soil Nutrient Bank Account Balance ($8.80) per acre each year

Note: This budget is only a guide and is not intended as an in-depth study of agricultural land values. Interpretation and use of this information is the
responsibility of the user. If you need help with a budget, contact a Farm Management Specialist.

Date: January, 2025

Contact Us

For more information, contact a Farm Management Specialist.
+« manitoba.calagriculture
« mbfarmbusiness@gov.mb.ca
o 1-844-769-6224


http://www.gov.mb.ca/agriculture/contact/index.html
https://www.gov.mb.ca/agriculture/farm-management/farm-business-management-contacts.html
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Crop Production Costs Guidelines - Manitoba (Dollars Per Acre)

Wheat - Wheat - Wheat -

Hard Red  Northern Prairie Wheat - Hybrid Fall Beans - Beans - Beans -
Spring Hard Red Spring Winter Oats Barley Rye Corn Canola Soybeans Sunflower Flaxseed Peas Pinto White Black Other Crop Other Crop
A. Operating Costs
Seed & Treatment $34.00 $34.00 $34.00 $32.00 $25.00 $20.00 $78.40 $100.00 $82.50 $90.00 $50.00 $56.00 $85.00 $105.00 $110.00 $115.00 $0.00 $0.00
Fertilizer $113.07 $122.99 $116.37 $113.07 $87.78 $84.73 $136.21 $173.18 $128.36 $44.01 $104.32 $58.57 $29.83 $71.79 $78.40 $78.40 $0.00 $0.00
Crop Protection $55.25 $55.25 $55.25 $36.00 $24.50 $27.50 $8.50 $44.00 $58.50 $21.75 $49.00 $33.50 $42.75 $128.50 $128.50 $128.50 $0.00 $0.00
Fuel $29.97 $30.51 $30.51 $29.97 $35.88 $33.01 $30.48 $40.33 $29.80 $26.19 $30.70 $28.53 $26.59 $25.62 $25.26 $25.26 $0.00 $0.00
Machinery Operating & Lease $25.00 $25.00 $25.00 $25.00 $25.00 $25.00 $25.00 $25.00 $25.00 $25.00 $38.00 $25.00 $25.00 $50.00 $50.00 $50.00 $0.00 $0.00
Labour - Hired $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $5.40 $0.00 $0.00
Crop Insurance $10.27 $12.77 $10.32 $10.25 $18.24 $14.35 $14.87 $40.10 $13.96 $21.77 $16.85 $13.99 $15.39 $38.45 $36.75 $47.16 $0.00 $0.00
Hail Insurance $10.80 $10.80 $10.80 $10.80 $10.80 $10.80 $10.80 $10.80 $10.80 $14.04 $10.80 $10.80 $21.60 $18.90 $18.90 $18.90 $0.00 $0.00
Drying & Other Costs $17.75 $17.75 $17.75 $17.75 $17.75 $17.75 $17.75 $87.75 $17.75 $17.75 $27.75 $17.75 $17.75 $17.75 $17.75 $17.75 $0.00 $0.00
Storage Costs $15.93 $17.15 $17.15 $15.93 $29.41 $19.60 $19.60 $34.31 $11.03 $9.80 $19.60 $6.13 $13.48 $7.76 $6.94 $6.94 $0.00 $0.00
Interest on Operating $11.90 $12.44 $12.10 $11.11 $10.49 $9.68 $13.01 $21.03 $14.37 $10.34 $13.22 $9.59 $10.60 $17.59 $17.92 $18.50 $0.00 $0.00
Total Operating $329.34 $344.05 $334.65 $307.27 $290.25 $267.83 $360.02 $581.89 $397.47 $286.05 $365.63 $265.25 $293.39 $486.76 $495.82 $511.81 $0.00 $0.00
B. Fixed Costs
Machinery Costs $86.59 $86.59 $86.59 $86.59 $86.59 $86.59 $86.59 $105.91 $86.59 $86.59 $105.91 $86.59 $86.59 $105.91 $105.91 $105.91 $0.00 $0.00
C. Owners Labour & Living Costs $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $27.00 $0.00 $0.00

Total Costs $442.93 $457.65 $448.24 $420.86 $403.84 $381.42 $473.61 $714.80 $511.06 $399.64 $498.54 $378.85 $406.98 $619.67 $628.73 $644.73 $0.00 $0.00



Contact us

* For more information, contact a Farm Management Specialist

* manitoba.ca/agriculture
* mbfarmbusiness@gov.mb.ca

® 1-844-769-6224

Available in alternate formats upon request.
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