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ISPFMRA
President’s
Message

Andy Brorsen, ARA
President

I1linois Society of Professional
Farm Managers and

Rural Appraisers

On behalf of the Illinois Society of Professional Farm Managers and
Rural Appraisers (ISPFMRA), it is my pleasure to present the 12™ an-
nual survey of Illinois farmland values and lease trends.

The 2007 Illinois Farmland Values and Lease Trends report is a valu-
able source for anyone interested in one of our greatest Illinois assets
— farmland. You will find within this report a summary of survey data
in ten regions of the state. Each region has a discussion and highlights
of the previous year’s activity. Also included are survey results of the
land market characteristics, income and trends in farmland leasing
strategies, and other current topics involving the exchange, leasing or
management of farmland throughout Illinois.

It is our belief that no other publication provides the amount of state-
wide data by region and by land quality, use and trends. This Farmland
Values and Lease Trends publication is now recognized as a valuable
tool for anyone with an interest in Illinois farmland.

As an organization, the ISPFMRA is now in its 80" year. Our 300+
membership is recognized as experts in professional farm management,
rural appraising and agricultural consulting.

I sincerely thank all of the Illinois Society members who contributed
data to this project and more importantly their time and knowledge of
the most up-to-date information.

This report would also not be possible without the assistance and coop-
eration of the University of Illinois, which provides invaluable expertise
in organizing and processing the data. In addition, I want to thank all
of the advertisers and sponsors who support us in providing this very
valuable publication. We hope that you will thank them by patronizing
and supporting their businesses.

Finally, I would like to thank the general chair of this committee, Dale
Aupperle, AFM, ARA for his tireless efforts in producing another
outstanding report, and Gary Schnitkey, Ph.D. at the University of II-
linois for his continuing study of the results of the data over the past
12 years.

The Farmland Values and Lease Trends report is full of reliable data
and abundant information. Please use this publication with the confi-
dence that it is derived from professionals in the business of farmland
real estate. Thank you for your interest and visit our Website at www.

ispfmra.org.

St B rorass
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Yes - - it takes a spirited group of professionals

to bring you the 6th Annual
Farmland Values and Lease Trends report.
Thededicationandhardworkofthis18-membergroup,
plus their committee members,
has resulted in another outstanding focus on
farmland values and lease trends

for the past twelve months.
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lllinois Farmland Values - - At a Glance
by: Dale E. Aupperle, AFM, ARA
General Chairman
2007 Illinois Land Values and Lease Trends

[llinois is a wonderfully diverse state - - especially when it comes to our Illinois Society of Professional Farm
Managers and Rural Appraisers membership which is scattered all across our 101 counties. Yes - - it is a great way
to grab up-to-date information on Illinois agriculture - - especially farmland values and lease trends.

This report is made up of ten regions as noted on the inside cover of the booklet. Enjoy the details provided by
ISPFMRA members (from their own backyards). Collectively, you get a rich sense of what happened in 2006.

As the general chairman, here is some of the observations I saw consistently across the state as the ten regional
chairmen met and shared ideas for this report:

* Values in all land categories rose — but at a slower pace than what we’ve seen in recent history.
* 1031 exchange-driven demand softened throughout the year.

* Interest from local investors and farmers increased.

* Surging commodity prices are pushing land values and rents.

* Recreational demand is strong everywhere.

* Land values were generally soft in the third quarter.

* Ethanol plants are being planned in several areas of the state.

» Wind turbines and coal gasification energy is happening.

» Demand for rural residences is strong, i.e. everyone wants the country way of life.

* Cash rent leases and prices are rising.

Farmland values rose in 2006 - Our table below shows land value trends ranging from steady to up 16 percent in
pockets. On average, prime farmland rose 5 percent across the state. That follows a trend of being up 10 percent in
2005, up 20 percent in 2004 and up 10 percent in 2003. (Wow - - 45% in _four years. All land classes rose including
the increasing popularity for recreational and transitional uses of Illinois land.)

Excellent Good Average Recreational
Productivity Productivity Productivity Land

Northern Regions +10% +4% + 5% +12%
(1&2)

Central Regions + 5% + 7% +2% + 4%
(3,4,5,6,&17)

Southern Regions N/A +12% +16% +13%
(8,9 & 10)

Region 1 (Northeast Illinois)
The Chicago Collar County Region is home to a majority of the residential, commercial, and industrial de-
velopment in [1linois. Slowing demand for new acreage tended to reduce the buying pressure from 1031 exchanges.
Some of that reduction in demand has been taken up by local investors and farmer buyers who are hoping to take
advantage of rising commodity prices. Farmland in the Excellent category rose 10 percent. Cash rents showed
continued strength.

Region 2 (Northwest Illinois)

Farmland prices were stable for the first six months of 2006 — and then prices began to increase at year-end as
grain prices skyrocketed. The strongest values were for excellent quality land and wooded/recreational acreage
(hunting clubs are purchasing tracts and taking land out of production). 1031 buyers continue to dominate the
market. There is a premium of $250 - $500 per acre for land close to proposed or existing ethanol plants! Top cash
rents are over $225 per acre.
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Region 3 (Western Illinois)

Pre-harvest land sales were soft — post-harvest sales picked up strength as corn cleared $3 per bushel. Recreational
land values continued their strong increase despite the threat of rising real estate taxes. Broker-led private transac-
tions dominated the early sales and auction sales were more successful at year-end. Hunting outfitters have become
a significant market force — involving resales to a more national base of buyers. Over 1,000 acres has been annexed
to Peoria since 2005! The surge in corn prices is pushing cash rents higher.

Region 4 (North Central Illinois)

Prime farmland values settled into a range of $4,700 to $5,300 per acre in 2006 (up 3 percent). Fewer large scale
tracts sold. By mid-summer, 1031 tax-deferred exchanges slowed down. Auction sales became risky as the market
softened in the summer months. The northern part of Region 4 has the strongest influence with recreational tract
demand — due to the close proximity to Chicago and the collar counties’ population.

A number of investors were looking to purchase land near interstate exchanges for future development. The
dominate story in 2006 was exploration and optioning of farmland for wind energy and alternative fuel uses. One
large continuous 822.36 acre prime tract of farmland west of Bloomington sold to an exchange buyer for $6,000
per acre.

Region 5 (Eastern Illinois)

This highly productive region of the state saw their excellent farmland trade between $4,500 and $5,500 per acre
(up approximately 4 percent for the year). There was a noticeable decline in available top quality tracts to purchase.
At year-end 2006, the farmland market reacted positively to the ethanol-led surge in commodity prices. Good
Productivity land is in demand as a large number of acres can be acquired for the same investment dollar.

Demand for recreational property (woodlands, ponds, creeks/rivers, rolling topography) remained very strong
in 2006. Lots of cash in Central Illinois. Of special interest were the planned developments of several ethanol
plants in Champaign, Douglas, Ford, and Vermilion Counties. Two cities in Region 5 were vying for the worlds
first emissions-free power plant that will produce electricity and hydrogen from coal while capturing and storing
carbon dioxide.

Region 6 (Central Illinois)

This region has excellent soils, a large agribusiness support network, and high levels of interest from non/agricul-
tural sectors. Prime farmland values rose 5 percent (but at a decreasing rate as we progressed through the year).
Over 50 tracts in the region cleared the benchmark $5,000 per acre! Sales toward year-end were steady-to-actu-
ally-slightly lower. The supply of land on the market increased and marketing time frames were significantly longer
than in the past couple of years. 1031 exchange buyers are not as prevalent as a year ago.

There is still an apparent premium for larger tracts of land. Region 6 had better-than-anticipated crop yields and
the higher commodity prices bolstered net farm income and provided support to land values. Lots of new grain
storage was built throughout the region. Uncertainty about the Farm Bill is prevalent. Two new coal mines are
vying for startup positions in Christian County. A $1.4 billion coal gasification plant highlights the news. A 42”
transcontinental natural gas pipeline (expansion) is coming through the area.

Region 7 (West Central Illinois)

A December 2006 Macoupin County sale set a new high for excellent quality farmland at $5,825 per acre. San-
gamon County had 10 sales for farmland above $5,000 per acre. Eight of the 10 counties in Region 7 had at least
one sale exceeding $5,000 per acre. The region had extremely good crop yields and strong commodity prices.
There was a steady number of tax-deferred exchange buyers as well as significant interest by investors looking to
purchase recreational use properties.

The first half of 2006 saw significant demand for top quality farmland which rose approximately 10 percent. Rec-
reational property sold for $2,500 to $3,000 per acre. Several farms with permanent plantings sold in the $5,000
to $6,000 per acre range in Calhoun County. There is an aggressive competition between farm operators for cash
rental leases. Demand for rural residential development remains strong.



Region 8 (Southwest Illinois)

This region borders the Mississippi River across from St. Louis which has a locational influence on land values
due to its large population base. Residential development has increased, creating a demand for agricultural land
and pushing farmland values higher. The Mississippi and Kaskaskia Rivers provide a large wooded acreage for
recreational use. Most of the farms are rented on a crop share basis. Cash rent is gradually gaining popularity but
is not prevalent. There is a strong demand for hunting rights on recreational land at $15 to $20 per acre.

Region 9 (Southeastern Illinois)

Land values are up between 5 percent and 10 percent in this thirteen-county region. Total sales were down 20 per-
cent to 25 percent across the region with average cropland varying between $2,200 and $3,600 per acre. Overall
land value trends were 5 percent to 10 percent higher. Most of the increases occurred during the first quarter of
2006. Recreational land varies between $1,300 and $2,000 per acre. Demand for rural residential and recreational
land is strong.

Region 10 (Southern Illinois)

Land values were observed to be up between 14 percent and 17 percent in this region in 2006. Crop yields were
strong throughout the region. Crop share leases continue to be the predominate rental method. Recreational land
purchases were increasing once again across the region. Most of the sales of recreational tracts are handled through
realtors for uses near hunting properties. Buyers are from larger area towns throughout the urban Midwest. Good
quality farmland averaged $3,900 per acre. There were very few tax-free exchange transactions.

Overall summary

Enjoy the tremendous diversity of agricultural land in Illinois. Investors can find any type of farmland and soil
for sale in this great state. We have a wide-ranging agricultural economy which is one of the dominate industries
in Illinois. Farmland ownership interest continues to rise. Tax-free exchanges have moderated somewhat. Lots of
cash purchasing farmland. Every area in our state reported steady-to-increasing land values during the past twelve
months.

Farm Property Classifications & Definitions

To standardize our data collection, the following definitions were used in developing the various categories. Productivity
indexes based on Bulletin 811 are used in developing these profiles.

¢ Excellent Productivity Tract — productive durable soils with a significant amount of those soils with productivity
indexes of 133 and above; well maintained; located in desirable community with excellent access to transportation and
markets.

* Good Productivity Tract — productive soils with a significant amount of those soils holding productivity indexes of 117
to 132; located in desirable community with good transportation and market access.

* Average Productivity Tract — average-to-good soils with a significant amount of those soils with productivity indexes
of 100 to 116; located in a community with adequate services available; fair transportation and market access; soils may
show evidence of erosion, fertility loss, improper drainage or noxious weed infestations.

* Fair Productivity Tract — below average-to-fair soils with a significant amount of those soils with productivity indexes
below 100; located in fair community with fair-to-poor transportation and market access; topography may be adverse with
serious hazards (flooding, erosion, etc.).

* Recreational Tracts — tracts are normally high in non-tillable acres with soils that may be subject to erosion and/or
flooding. Tracts are typically purchased by nonresident owners for hunting, fishing and other recreational pursuits.

¢ Transitional Tracts — tracts that are well located and have good potential for development uses within a few years.
Tracts may be used for commercial or residential uses.
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Region 1 - Northeast

Mark E. Akers, ARA - Chairman
1st Farm Credit Services, Sycamore, IL

Jeffrey Hacker, SRA
1st Farm Credit Services, Bourbonnais, IL

Charles E. Knudson, ARA, RPRA
1st Farm Credit Services, Normal, IL

Les Molander
1st Farm Credit Services, Rockford, IL

Dale J. Vogl, AFM
1st Farm Credit Services, Normal, IL

Land Value and Cash Rent Trends
Overall Summary

% Change Change in rate of land Ave. Cash Rent/Ac
Total in $/Acre turnover (up, steady, Ave. Cash Rent % Change on recently
Farm Classification  Value/Acre from 2005 down) and % Per Acre from 2005  negotiated leases
Excellent Productivity $8,000 Up 14% Down 10% $175 3% $180
Good Productivity $6,400 Up 7% Down 10% $155 - $160
Average Productivity $4,900 Up 9% Down 10% $140 4% $140
Transitional Tracts $18,500 Up 12% Steady
Transitional to
Active Development $63,000 Up 26% Down 10%

to strong. Cash rental rates also continue to be

strong resulting in stable returns to the land owner.
There are many indications that the market for corn will
be very good in the near future with a predicted supply
shortage for 2007. These factors add to the desirability of
farmland ownership by both the investor and local farmers.

T he market for farmland in Region 1 remains steady

There appears to be some slowdown in the demand for
development land in the Chicago collar counties. This
could lead to a reduction in demand from the tax-deferred
exchange buyers, who have been the driving force in the

ILLinois FARMLAND VALUES & LEASE TRENDS

recent land value up-turn. With a reduction in demand
from tax-deferred exchange buyers, a leveling off of land
values over the next 24 months is anticipated.

Excellent Productivity Tracts

Excellent farms are continuing to show increases in value
throughout 2006, but at a slower rate than found in 2005.
There is still demand from investors and tax-deferred
exchange buyers, as well as local farmers. There has been
some slowing in the demand for development land which
has tended to reduce the pressure from 1031 buyers. Some
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of the reduction in demand from the 1031 buyers has been
taken up by investors and farmer buyers who are hoping to

take advantage of increasing commodity prices.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac  Price/Ac
LaSalle Feb 95.00 91.0 143 $8,975
DeKalb Sept 80.00 98.0 141 $10,625
Boone May 80.00 96.0 135 $10,000
Kankakee May 40.00 97.0 134 $5,958
Grundy Sept  75.00 98.0 133 $4,900

Good Productivity Tracts

Good farms are showing stability and continued strength.
There has been continued strong demand for this class of
farm from local farmers. Additionally some of the tax-de-
ferred buyers are looking at these farms as an alternative
to the higher priced Excellent Quality farms.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac __ Price/Ac
Boone Jan 94.00 99.0 131 $6,000
Grundy July  81.00 96.0 128 $5,700
DeKalb June 108.00 85.0 128 $7,494
LaSalle Feb  80.00 96.0 127 $6,800
Kankakee Sept 96.00 98.0 123 $6,883

Average Productivity Tracts

These farms typically draw their demand from local farm-
ers expanding operations. The average quality farms are

showing stability in value. There are less acres in this pro-
ductivity class in this region, with the bulk of sales from a

small region this year.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac _ Price/Ac
Kankakee Feb 43.00 99.0 116 $4,000
Kankakee Jan 75.00 96.0 115 $4,157
Kankakee July 111.00 97.0 114 $6,500
Kankakee Jan 73.00 97.0 114 $4,506

Transitional Tracts

These Transitional Tracts represent a mix of future uses.
Some are transitioning from agricultural use to estate or
part time farm use. Many of the larger tracts represented
are being held for potential future development or appre-
ciation in value from increasing demand for future devel-
opment. The lower priced sales are located beyond the
current city services required for development.

The DeKalb County sale has no road frontage. It has
been purchased for holding, for future development.

The Grundy County sale is a mix of woods and open
ground. This tract was purchased for estate use.

10

Sale Total Total
County Date Acres Price/Ac
Kendall Feb 238.00 $26,387
DeKalb Feb 52.00 $23,064
Kankakee Jan 85.00 $13,500
Will Feb 120.00 $17,210
Grundy July 32.00 $14,046

Development Tracts

The upper end of the sales range was in an unincorporated
area of Wheatland Township of Will County, which is
rapidly developing. Since the sale occurred, the property
has been incorporated into Naperville. It was purchased for
residential development. Annexation and zoning agree-
ments were in place at the time of sale. Typically the upper
end of the range of sales are closer to being developed.

The DeKalb County tract is located at the north edge of
Somonauk and has been annexed.

The lower end of the range will typically be developed
within two years.

Sale Total Total
County Date Acres Price/Ac
Will Mar 220.00 $170,000
Kendall Sept 118.00 $62,034
Grundy May 74.00 $33,793
Kankakee June 157.00 $32,987
DeKalb Apr 70.00 $30,000

SOY CAPITAL
AG SERVICES

Soy Capital Bank & Trust Co.

+ Farm Management « Farm Real Estate Brokerage ¢
e Appraisals ¢ Trust Services ¢ Ag & Commercial Loans e

Bloomington -- (309) 665-0955 Kankakee -- (815) 936-8971
Decatur - (217) 421-9616 Peoria -- (309) 683-3322

Springfield -- (217) 547-2880 www.soycapitalag.com




Brorsen Appraisal Service pc
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Andrew Brorsen, MAI, ARA, SRA
General Certified Appraiser

1235 Stanford Drive

Kankakee, IL 60901

Phone (815) 939-4930
Fax (815) 935-2385
www . brorsenappraisals.com
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Agricultural Farm Management
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Call us today and let us work for you!
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* Farm and Asset Management

+ Farmland Appraisals

Marty Thornton, Arm, senior Vice President

Heartland
B ank and Trust

Company
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Swires

Land & Management Company, Inc.

112 N. Vermilion Street, Danville, IL 61832
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www.swiresland.com
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* Family farms

Your premier farm real estate
appraisal leader, helping you make
sound financial decisions for...
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* Commercial farming operations

Estates and trusts
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< < < <

Feasibility studies

Mark E. Akers ARA

Office (815) 758-5033, ext. 233

Toll Free (800) 766-3276
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* Agribusiness
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We are in contact with numerous buyers

Ray L. Brownfield, AFM, ARA, ALC
Associate Broker

Reputable, Reliable
630.551.3333 or 630.258.4800, cell & Hardworking
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Dan Legner, ARA - Chairman
1st Farm Credit Services, Princeton IL

Robert Hutchinson, ARA,
Hertz Farm Management, Geneseo, IL

Cheryl Morgan
Morgan Appraisal Service, Prophetstown, IL

Land Value and Cash Rent Trends
Overall Summary

% Change Change in rate of land Ave. Cash Rent/Ac
Total in $/Acre turnover (up, steady, Ave.CashRent % Change on recently

Farm Classification Value/Acre from 2005 down) and % Per Acre from 2005  negotiated leases
Excellent Productivity$4,500 - $6,500 5% Steady $180-5$190 5% $230+
Good Productivity $3,500 - $2,500 Minimal Steady $165-5$175 5% $180+
Average Productivity$3,000 - $4,000 Minimal Steady $135-$160  Minimal $170+
Receational Land  $3,000 - $7,000 25% Up
Transitional Tracts $7,000 - $20,000 Steady

half of the year then increased slightly toward year
end. Interest in farmland picked up again after
grain prices began increasing. Strong demand is reported
for excellent productivity farms and wooded/recreational
acreage. No sales of Fair Productivity farms were reported.
These tracts are probably more valuable to plant in trees or
CRP and sell as hunting tracts.

F armland prices appeared to stabilize during the first

We are beginning to see this happening with hunting clubs
purchasing tracts and taking them out of production. The
trend will probably increase in the future. 1031 buyers
continue to dominate the market. It appears that a premium

ILLinois FARMLAND VALUES & LEASE TRENDS

of $250-$500 per acre is placed on land close to an ethanol
plant. Open cash rents for Excellent Productivity land are
over $225 per acre.

Excellent Productivity Tracts

Demand remains exceptionally strong for Excellent Pro-
ductivity Tracts. Several reports of $5,000 & $6,000/acre
land sales driven predominately by 1031 buyers. Most
sales to 1031 buyer include a 3-5 yr. leaseback to the
seller. 2005 yields on these tracts were higher than earlier
expected. These soils are typically described as flat, black
and well drained. (continued on next page)
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Excellent Productivity Tracts (cont.)

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Bureau Mar 189.86 97.5 135 $5,267
Henry Jan 7635 936 141 $5,500
Lee Oct 87.67 99.2 142 $6,450
Whiteside Aug 393.00 98.0 138 $6,000
Ogle June  80.05 987 137 $5,950

Good Productivity Tracts

Good farmland has increased the most in the past two
years. It appears that perhaps the strong prices that excel-
lent farms are commanding have forced some buyers to
consider these tracts. Typically these tracts may have a
ditch, wet spot, old farmstead on the property or water-
ways dividing the tract.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Carroll Mar 15732 922 131 $6,032
Bureau Sept 193.77 99.7 120 $3,624
Lee Oct 77.00 98.7 122 $4,000
Stephenson Feb  103.02 96.1 123 $4,250
Whiteside  Apr 186.70 97.3 125 $4,300

Average Productivity Tracts

Sales of Average Productivity Tracts have been increasing.
Farmers appear to be the majority of the buyers as most in-
vestors prefer the Excellent and Good Productivity Tracts.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Carroll Aug 233.00 98.2 113 $4,256
Bureau Feb 11340 954 113 $3,145
Stephenson Feb 189.16  92.0 108 $4,168
Whiteside Feb  80.00 99.1 105 $4,012
Ogle Jan 50.07 73.9 112 $4,850

Fair Productivity Tracts

There have been very few sales of Fair Productivity Tracts
in Region 2. It appears that if there is any potential of
signing the farm up for CRP, converting it to a wetland for
hunting or planting it in trees for hunting, that this is what
is occurring. Recreational tracts command a higher price
than Fair Productivity Tracts of farmland.

Sale Total % P/lon Total
County Date  Acres Tillable  Tillable Ac  Price/Ac
Whiteside Feb 54.78 92.8 96 $2,800
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Recreational Tracts

Demand has probably increased the most for recreational
tracts in the last year. Demand for wooded tracts to be used
for turkey and deer hunting within driving distances is very
strong. These tracts are typically purchased by individuals
with large disposable incomes who want a place to hunt.
Normally there is no agricultural income associated with
these tracts. Smaller, wooded tracts that offer the opportu-
nity to build on are also in strong demand.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac _ Price/Ac
Carroll June 975 35.7 $3,750
Lee Apr 40.00 42.5 $4,400
Bureau Jan  260.90 41.1 100 $3,476
Whiteside June 55.28 61.1 109 $3,515
Ogle July  386.18 54.9 115 $8,828

Transitional Tracts

A limited number of transitional sales have occurred.
Typically these have been purchased for commercial or
residential development. The Bureau Co. tract was ad-
jacent to the City of Princeton and was purchased for a
retirement and nursing home facility.

Smaller, wooded tracts that are close to employment op-
portunities are showing strong demand as home sites.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac _ Price/Ac
Carroll Mar  20.77 100 $7,366
Bureau Feb 26.34 100 $19,715

& Martin, GoodricheWaddell, Inc. Ji=]
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2020 Aberdeen Court, Sycamore, Illinois 60178, Phone: (815) 756-3606
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hat a difference a few weeks make!!! The early
Wpre-harvest sales of land looked to be lower

to steady in this region. The post-harvest sales
are trending higher than a year earlier. The farmers were
looking for more land to provide the corn for ethanol even
before the corn market went above $3.00 a bushel. Most

are also still concerned about the rapid increases in the cost
of inputs.

Recreational land values continued their strong rate of
value increases through 2006 despite concerns about the
potential for increased real estate taxes on wooded lands in
this segment of the land market.

The auction buyers in the fall of 2006 were mostly been
farmers wanting to expand their operations. The like-kind
exchange investors looking to defer taxes on other land
sales tended to be farmers and investors familiar with the
region. There were several 1031 investors who bought
farmland in this region through brokers during the summer
of 2006.

The Brokers led the market through the summer and the
auctions are back to setting the market since harvest.
Many local farmers have continued to express frustration
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with the high prices blocking their ability to buy land. This
situation suggests that there is still an inventory of buyers
maintaining the demand for land.

The recreational market continues to be very strong. The
hunting outfitters have become a significant factor in this
market. Several outfitters have begun to buy land at local
prices and resell them to their clients from outside the area.
These more nationally exposed re-sales of land represent
another higher level of recreational land prices in the local
recreational land market. West Central Illinois has a claim
to BIG DEER and turkey hunting. The coal strip mine
spoils have goose and duck hunting along with great fish-
ing. This market continues to dominate the Fair Productiv-
ity category in this region. The recreational buyers blend in
with the farmer buyers in setting the values for land in the
Average Productivity category as well.

The residential market continues to take acres out of farm-
ing around Peoria with nearly 1,000 acres being annexed
into the city since December 1, 2005. These new residential
subdivisions continue to grow spec houses. Commercial
development around several west central Illinois towns is
also taking land away from agriculture.

2007 ILuinois LAND VALUES CONFERENCE



Land Value and Cash Rent Trends

Overall Summary
% Change Change in rate of land Ave. Cash Rent/Ac

Total in $/Acre turnover (up, steady, Ave. Cash Rent % Change on recently
Farm Classification Value/Acre from 2005 down) and % Per Acre from 2005 negotiated leases
Excellent Productivity $3,800 - $5,475 -7% - +6% Steady $160 - $200 Steady $175-5$210
Good Productivity ~ $3,300-%4,700  +10%-+17%  Steady $130-$180 Steady $135-$180
Average Productivity $2,500-$3,650  Steady Steady $100-$140 Steady $100-$150
Fair Productivity $2,000-$3,250 Up 10% Steady $25-5$50 Steady Up to $125
Recreational Land $2,000 - $3,250 Up 10% Steady $25-5%50 Steady
Transitional Tracts $4,500 - $6,500 Steady Steady
(River Bottom) $2,425 - 54,700 Up 20% Steady $100-$180 Steady

Cash rents in the region were up slightly prior to the surge
in corn prices based upon ethanol expectations. The surge
in corn prices is causing a big increase in the landlord ex-
pectations and many rumors of cash rents. Farm managers

confirm the changes in the tenant’s willingness to

meet the

landlord’s demands. The farmers are concerned about big
increases in input cost and the 2007 farm bill prospects.
The ranges for the cash rents for the different categories of

land would be as follows:

* Excellent Productivity: $175 to $210/tilled acre
* Good Productivity: $135 to $180/tilled acre

* Average Productivity: $100 to $140/tilled acre
* Fair Productivity: $750 to $125/tilled acre

* Hunting Rights: $25 to $50/deeded acre

There are rents of land in each category that would be
outside of these ranges but the ones reported are viewed as

most representative.

Excellent Productivity Tracts

These properties get most of the attention with the high-

est prices in the market. New highs have been set

during

the post harvest of 2006. The early fall auctions make the
lower side of the range of prices. The fall of 2006 range
is $4,000 to $5,400. The fall of 2005 range was $4,100

to $5,100. The fall of 2004 range was $4,200 to $5,250.
These results illuminate the wider range in prices this year

than in recent years.

Sale Total % P/lon Total
County Date  Acres Tillable  Tillable Ac  Price/Ac
Hancock Sept  84.00 99.0 135 $4,125
Hancock  Sept 84.00 95.0 136 $3,800
Hancock Nov 61.00 98.0 138 $4,000
McDonough Oct 64.00 94.0 138 $4,250
McDonoughSept  152.00 86.0 138 $3,900
Fulton Sept  60.00 97.0 141 $4,700
Stark Nov 40.00 98.0 142 $5,200
Knox Dec 52.00 98.0 142 $5,475
Fulton Aug 54,00 99.0 143 $5,210
Warren Sept 97.00 98.0 143 $5,080
Warren Sept  58.00 98.0 143 $5,080
Stark Dec 80.00 96.0 135 $5,225
Stark Aug 80.00 99.0 137 $5,000

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac _ Price/Ac

Fulton Sept 101.00 98.0 138 $4,350
Stark Aug 157.00 96.0 138 $4,710
Adams Nov 25.00 96.0 134 $4,700

Good Productivity Tracts

These properties typically have good soils but will have
some blemishes in waterways, poor drainage and rolling
topographies. Analysis of these sales show a less stable
price trend compared to the prices in the Excellent Class of
farms. These farms have less liquidity and typically have
better return on investment. The range in prices for 2006 is
$3,300 to $4,700 per acre. In 2005, the range in prices was
$3,000 to $4,000+ per acre. The fall of 2004 range was

$3,250 to $4,600 per acre.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac _ Price/Ac

Peoria Oct 80.00 84.0 122 $3,750
McDonough Sept  150.00 97.0 124 $4,075
Adams Nov 93.00 90.0 128 $3,700
Hancock Sept  41.00 98.0 128 $3,550
Warren Aug 100.0 88.0 129 $3,640
Hancock  Nov 91.00 89.0 129 $3,550
Adams Nov 82.00 88.0 129 $3,300
Hancock Sept  42.00 95.0 138 $4,350
Hancock Sept  52.00 100.0 129 $4,250
Schuyler Aug 52.00 96.0 129 $4,200
Henderson Sept 75990 92.0 131 $3,210
Knox Dec 100.00 96.0 134 $5,150
Stark Nov 138.00 96.0 134 $4,700
Fulton Nov 37.00 920 124 $3,900
Stark Oct 115.00 90.0 125 $3,610
Knox Dec 11200 95.0 129 $3,425
Knox Dec 75.00 59.0 131 $2,480
Hancock  Sept 58.00 86.0 125 $2,450
McDonoughSept 32,00 97.0 124 $2,800

Average Productivity Tracts

The sale prices for the properties in this category from
2006 ranged from $2,500 to $3,650 per acre. The sale
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prices for the properties in this category from 2005 ranged
from $2,500 to $3,480 per acre. The sale prices for the
properties in this category from 2004 ranged from $1,750
to $3,600 per acre. There are two sales in this category
that eclipsed $4,000. These properties are typically more
susceptible to adverse weather conditions. These farms
are lighter colored soils with level to rolling topographies.
These properties are less attractive to the investors and
typically sell to local farmers. The farms in this category
are usually in the 50 percent to 100 percent tillable range.

Sale Total % P/lon Total
County Date  Acres Tillable  Tillable Ac  Price/Ac
Adams June 40.00 80.0 112 $2,800
Adams Nov 114.00 92.0 115 $3,300
Adams Nov 80.00 81.0 101 $3,150
Schuyler ~ Aug  35.00 54.0 118 $2,500
Peoria Nov 119.00 84.0 116 $3,360
Adams Nov 112.00 840 97 $3,650

Fair Productivity Tracts

The land is this class sells primarily as recreational land in
this region. This category of sales typically is rolling land
but have more tillable land than the recreational buyers
prefer. The 2005 range for this class is $2,000 to $2,700.
There were sales of farms that should fit this definition
during 2004. They are included in the Recreational land
class. The 2003 range has been $1,400 to $2,100 with
higher sales in the grid. These properties many times

have a significant amount of the tillable land enrolled in
the Conservation Reserve Program (CRP), Conservation
Reserve Enhancement Program (CREP) or have creek bot-
toms that are susceptible to overflow. The buyers of these
properties are local farmers and investors with recreational
interest and still looking for some return on their invest-
ment.

Recreation Tracts

The demand for these properties continues to be strong
and the prices are reflecting this. The return on invest-
ment is not a motivating factor in these properties. The
2006 typical range for these farms is $2,000 to $3,250 per
acre. The 2005 typical range for these farms was $1,800
to $3,000 per acre. The typical 2004 range was $1,600 to
$2,500. Lakes can push these sales over $4,000 when the
properties include good enough goose hunting habitat and
boating. These sales occupy a very wide range, but the
quality of hunting is reflected in the range as well. These
properties are typically bought by non-farmers and paid for
with non-farm income. The higher priced land in this cat-
egory tend to have at least enough tillable land to provide
food plots and usually include less than 50 percent tillable

farms.
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Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac  Price/Ac
Fulton Sept 127.00 $2,795
Fulton Nov 105.00 71.0 108 $3,285
Fulton Aug 35.00 6.0 112 $2,500
Fulton Sept 400.00 49.0 113 $2,400
Adams June  20.00 $3,100
Adams Nov 121.00 45.0 104 $2,125
Adams June 19.00 32.0 109 $2,000
Schuyler Oct 99.00 100.0 123 $2,070
Transitional Tracts

Sale Total % P/lon Total
County Date  Acres Tillable  Tillable Ac  Price/Ac
Adams Nov 50.00 72.0 92 $4,700
Adams Nov 43.00 28.0 114 $6,600
Adams Nov 36.00 100.00 138 $5,350

River Bottom Tracts

This market has limited sales with most buyers being local
farmers. There are numerous factors that influence these
markets besides the productivity of the soils. Some of
these additional factors include drainage, elevation, and
quality of the levees that protect the area and the quality of
the management of the drainage district. The range for this
land in 2006 was up to $4,700 per acre. The range for this
land in 2005 was up to $4,000 per acre. The 2004 range

was $2,100 to $3,500.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac _ Price/Ac
Pike Mar 80.00 96.25 128 $4,000
Pike Mar 40.00 96.75 120 $3,937
Cash Rent

Cash rents in the region were up slightly prior to the surge
in corn prices based upon ethanol expectations. The surge
in corn prices is causing a big increase in the landlord ex-
pectations and many rumors of cash rents. Farm managers
confirm the changes in the tenant’s willingness to meet the
landlord’s demands. The farmers are concerned about big
increases in input cost and the 2007 farm bill prospects.
The ranges for the cash rents for the different categories of
land would be as follows:

* Excellent Productivity: $175 to $210/tilled acre
*» Good Productivity: $135 to $180/tilled acre

* Average Productivity: $100 to $140/tilled acre
* Fair Productivity: $750 to $125/tilled acre

* Hunting Rights: $25 to $50/deeded acre

There are rents of land in each category that would be out-
side of these ranges but we the ones reported are viewed as
most representative.
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egion 4 holds a variety of soils, crops and
Rlocation influences, which can lead to great ranges

in value from one end of the region to the other.
The northern portion of Marshall, Putnam and Livingston
Counties are heavily influenced by the 1031 tax-deferred
exchange buyers coming from the collar counties of Re-
gion 1. The center of the region has some impact from the
growing communities of Bloomington, Morton and Pekin.
The southwestern portion of the region tends to be less
influenced by reinvestment dollars and more influenced by
the general agricultural economy.

The first quarter of 2006 showed continued demand from
1031 exchange buyers as their influence was prevalent
through May in many farmland transactions throughout
this region. As fewer closings occurred in the Chicago
“collar counties”, properties listed for sale in Region 4
received modest attention over the summer. Interest rates
had also continued to trend higher and this kept farmers’
interest suppressed. Land quality and characteristics be-
came a significant factor in prices paid. This led to a con-
tinued wide trading range in farmland values for Region 4
through the summer and early fall. Then, as the reality of
lower ending stocks for corn became more apparent, and
the grain prices increased, farmer interest became renewed
after harvest. Modestly sized tracts of 160 acres or less are

ILLinois FARMLAND VALUES & LEASE TRENDS
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seeing very good demand from farmers once again. These
sales represent a shift from the trend in past years where
the larger sized tracts were receiving a premium at the auc-
tions.

In the final quarter of 2006, land sales continue to be par-
ticularly strong in the northern portion of the region, which
is closer to the majority of the 1031 tax-deferred exchange
buyers. Indications exist that potential 1031 exchange
closings will occur through May, 2007. An additional
influencing factor that may come in 2007 is the land value
impact of farmland as an alternative energy source. Region
4 has several wind turbine projects being explored as well
as proposed ethanol plant locations. Look for updates on
these issues in next year’s summary!

Cash Rent rates increased slightly. As more land sells,
more farmers retire, and more leases move to cash rent in
this historically crop-share lease region, the average rental
rate also increases. Strong influences on cash rent levels
include 1031 tax-deferred exchange buyers looking for a
competitive return on their investment. In looking toward
2007, lease rates will continue to increase based on the
potential economic return that farmers can estimate with
current cash grain prices and slightly lower input costs.
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Land Value and Cash Rent Trends
Overall Summary

% Change Change in rate of land Ave. Cash Rent/Ac
Total in $/Acre turnover (up, steady,  Ave. Cash Rent % Change on recently

Farm Classification  Value/Acre from 2005 down) and % Per Acre from 2005 negotiated leases
Excellent Productivity $4,900 - $5,2900 3 % Steady $170 Up 10% $185
Good Productivity $4,100-$4,500 3% Steady $145 Up 7% $165
Average Productivity $2,500-$3,400 None Steady $120 Up 4% $125
Recreational Land $3,500-$3,700 3% Down 5%
Transitional Tracts $8,000 - $12,000 None Down 5%

Excellent Productivity Tracts

Excellent productivity farmland experienced solid demand
throughout 2006 despite a slight increase in the number

of acres available for sale. Bare farmland values settled
into an established range from the lower to mid $5,000 per
acre area. Sellers bringing publicly advertised, high quality
tracts to the market over the summer in Region 4 typically
received over $5,000 per acre. As the year moved along,
fewer large-scale transactions occurred, but the increase in
commodity values near year-end brought farmers into the
marketplace, after hesitating to purchase land during the
past two years. Most of the excellent productivity farmland
sold between $4,700 and $5,300 per acre in 2006 through-
out Region 4. Both privately negotiated and public auction
sales remained strong for this land class.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Woodford Feb 155.50 98.1 141 $5,000
Livingston Feb  80.00 98.0 134 $4,775
McLean Mar 79.00 98.7 136 $5,300
McLean Mar 177.20 98.8 141 $5,350
Marshall Apr  80.00 97.5 137 $5,250
McLean Apr 304.60 926.7 139 $5,275
Marshall May 83.20 98.1 136 $5,000
Mason June 149.50 97.9 138 $4,525
Tazewell July  80.00 97.5 140 $5,000
Livingston Aug 81.10 98.0 136 $5,250
Woodford Sept 160.00 96.3 140 $4,550
Woodford Oct 78.70 97.3 142 $5,400
Tazewell Oct 100.00 95.4 141 $4,900
Tazewell Nov  75.75 98.7 142 $5,200
McLean Nov 324.46 97.1 141 $5,350
McLean Nov 240.77 99.3 137 $5,250

Good Productivity Tracts

A large percentage of the soils throughout Region 4 fall
into this land class. While this land class will typically
respond well to high management, these properties often
have some less attractive feature such as a lower percent-
age of tillable acres, more slope, or slightly tighter subsoils
than the Excellent farms. This land class widened its value
range by mid-summer when 1031 tax-deferred exchange
trades started to slow down, and an increase in supply

to the market occurred. We found this land class had the
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greatest number of acres brought to the market in Region
4. With shrinking 1031 tax-deferred exchange demand, this
land class lost some attractiveness and the prices no longer
increased. As a result, a wide range in sales values exists
for this category. Most farms sold from $3,800 to $4,800
per acre. While some of the highest sales prices came at
auction, this land class was more likely to experience an
expected seller’s value with privately negotiated sales.
Auctioning land in this class became more risky as sales
moved south and westward through the region. The further
north and east the land was located in the region, the more
successful an auction of this land class was likely to occur.

Sale Total % P/lon  Total
County Date Acres  Tillable  Tillable Ac__ Price/Ac
Livingston Feb 79.89 98.0 130 $4,700
McLean Feb 120.00 99.7 128 $4,600
McLean Mar  80.00 98.8 133 $5,000
McLean Apr 193.50 97.9 134 $4,641
Mason Apr  85.60 96.1 134 $4,100
McLean May 117.50 94.9 125 $4,300
Woodford July  80.00 95.6 125 $3,800
Mason Aug 333.1 95.3 133 $3,900
McLean Sept 158.09 99.0 123 $4,550
Woodford Oct 67.60 96.3 131 $4,297
McLean Dec  80.00 97.4 123 $4,000
Livingston Dec 160.00 98.5 128 $4,450
Livingston Ded 59.00 99.0 128 $5,400

Average Productivity Tracts

Two major areas in Region 4 have sales in this land class.
They include an area over by the Illinois River which
includes mainly sandy soils in Mason and Tazewell Coun-
ties and the area known as the Cayuga Ridge in northern
Livingston County. Two price extremes existed as a result
of this location difference. Demand continued to be good
in Livingston County due to the relative proximity to
Chicago’s southern suburbs. An ever-growing interest in
rural land ownership kept prices of Average quality farm-
land firm in this area. However, droughty soils in a dry
year rarely bring local buyers to the marketplace. There-
fore, the distance from the Chicago “Collar Counties”
played a significant role in this land class. We found that,
as a region, this land class experienced a similar number
of acres on the market as compared to 2005 and prices
paid were relatively the same at the end of the year as they



were in 2006, with the most common price paid ranging
from $2,600 to $3,400 per acre.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Mason Mar 179.00 76.5irr. 86 $2,800
Livingston June 40.00 97.5 112 $2,550
Livingston Aug 287.72 98.0 119 $3,002
Livingston Nov  80.00 97.4 112 $3,300
Mason Nov  80.00 95.3 117 $2,875
Mason Dec 240.00 94.0 126 $3,310
Livingston Dec 154.20 97.0 118 $3,575

Recreation Tracts

Recreational acreage continues to be met with very good
demand throughout the region. However, the strongest area
continues to be the northern portion of the region and more
specifically, the relative proximity to the Chicago’s collar
counties. Recreational use seemed to play a significant role
in the majority of cases, and is often difficult to track. Land
held for potential multiple uses also showed increased
demand and higher values. Size of timber and location
played a large role as well. The price increases were esti-
mated to be approximately 3 percent in recreational land
value for 2006 despite a modest increase in the number of
parcels for sale.

Sale Total % P/lon Total
County Date  Acres Tillable  Tillable Ac  Price/Ac
Woodford Jan  157.30 36.4 120 $3,275
Mason Jan 27.50 $3,000
Marshall Aug 138.88 26.1 129 $4,000
McLean Nov 107.03 $5,050

Transitional Tracts

Transitional farmland has settled into a steady value
range throughout this region. Residential and commercial
tracts vary in price by their location within each commu-
nity. One of the continuing special interest stories is the
amount of investor preferences looking to purchase land
near Interstate interchanges for future developments. Two
such transactions occurred in McLean County this year at
Chenoa and are highlighted below.

Sale Total Location Total
County Date Acres Future Use Price/Ac
Livingston Feb 7.63 WalMart $29,826
Livingston Feb 121.34 Landfill $11,538
McLean Feb 126.58 I-55 Interchange $7,250
McLean Apr 42091 Residential/
East Bloomington $30,000
McLean June  75.5West Bloomington
on Route 9 $11,470
McLean July  23.04Residential/Normal $25,000
McLean Oct 53.72 Residential west
of Bloomington $9,308
McLean Nov 511.76  Ethanol Plant &
I-55 Interchange $7,030

Other Tracts

The dominating story for farmland in Region 4 through-
out 2006 was the exploration and optioning of land for
alternative electrical and fuel uses. Construction began in
eastern McLean County during the second half of the year,
while discussions in Woodford and Livingston Counties
met controversial resistance near Benson and Chatsworth.
Additional concerns were voiced in a planned project lo-
cated at northwestern McLean and southeastern Woodford
Counties. The influence of these planned projects is yet

to be determined and there may be a positive or negative
farmland value impact on each location. However, sales of
land in eastern McLean County during the second half of
2006 appear to indicate that some additional value is being
placed on tracts that contain options where construction
has begun and payments are being received.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac  Price/Ac
McLean Aug  40.00 97.5 137 $4,850
McLean Oct 162.07 97.6 135 $4,936

Other Interesting Stories

Two large acreage land auctions occurred in this region
during the spring of 2006, each generating significant
interest. Both attracted several 1031 exchange buyers and
received state-wide and regional media attention. How-
ever, the auction that provided the most attention was
822.36 contiguous acres of improved, prime farmland six
miles west of Bloomington. The farm was offered in seven
tracts. The eventual buyer of six of the tracts was one farm
family from northern Illinois that may eventually relocate
to the area. They performed a 1031 exchange to complete
the transaction. The total consideration for the entire acre-
age was $6,000 per acre.
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Land Value and Cash Rent Trends
Overall Summary

% Change Change in rate of land Ave. Cash Rent/Ac
Total in $/Acre turnover (up, steady,  Ave. Cash Rent % Change on recently
Farm Classification  Value/Acre from 2005 down) and % Per Acre from 2005 negotiated leases
Excellent Productivity $4,500 - Up3-5% Down $180-190 2-5% $190
$5,500
Good Productivity $3,750 - Up 3-5% Down $160-$175 2-5% $175
$4,500
Average Productivity $3,000 - No change Down $130-$150 0-5% $150
$3,600
Recreational Land $2,250 - Up 10% Down
$2,750
Transitional Sales $6,900 - Steady Steady
$20,000
1l land productivity categories in Region 5 contin- Region 5 experienced a flat period of sales activity during
Aued to produce significant interest from buyers, the summer months, but a new surge of interest returned in
especially in the first part of the year and in the last ~ the fall with the pull of higher grain prices brought about
three or four months of 2006. However, because of the by the publicity of the expansion of the Ethanol industry.
diverse nature of counties in Region 5, there is a wide dis- While we experienced smaller numbers of buyers looking
parity in sales prices and cash rents reported. This report for IRS 1031 tax-deferred exchanges in the first half of the
for Region 5 will attempt to summarize the information, year, good and excellent land tracts did attract these buyers
although specific sales will show wide variations within throughout the year. The fall brought back more local and
this region. farmer buyers into the marketplace, looking for tracts that
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were near their current ownership or operations. Buyers
interested in recreational and hunting properties continued
to be active in the fair and recreational categories of land.
Even though there is a shorter supply of these types of
tracts in Region 5, they have a strong attraction to buyers
looking for country estates, weekend retreats, and hunting
and recreational properties.

The supply of properties for sale in general has decreased
throughout Region 5 as compared to 2004 and 2005. This
is especially evident in the larger and higher-quality tracts
being offered for sale in 2006. This factor may be the
result of the high demand this region experienced during
2004 and 2005 for the larger high-quality farms and the
number of these farms that were sold over that time period.
The significant increases in land values during those two
years attracted the notice of many landowners. Those who
would consider selling took advantage of those strong
sales prices available to them and sold their properties dur-
ing that time period.

All categories of land reflected an increase in sales prices,
and marketing tactics appear to have been responsible for
some of the variations in prices paid. Sales that were sold
by professional land brokers and land auctioneers appear
to have sold at higher prices than many of those sold by
the landowners directly. Auctions have been especially
strong in the latter months of 2006. New records have been
set with some of these auctions for the different classes

of land. While the prices being paid have only gone up
slightly in some areas, some individual sales show very
large increases in prices being paid. This may be the result
of the methods used to sell land, rather than just being

an across-the-board increase in land values. Marketing
procedures have paid big dividends to individual sellers
during the 2006 time period. In past years it seemed that
the auction process tended to eliminate some of the buyers
who were looking for replacement properties for 1031 tax-
deferred exchanges. These problems seemed to have been
somewhat solved by these potential buyers or the legal
teams involved in the 2006 purchases, as more than normal
numbers of tax-deferred exchanges were transacted on
auction properties during the 2006 reporting year.

It appears that demand for land to remain in agricultural
production still enjoys “favored asset” status in Region 5.
Many potential buyers who want production farms away
from “urban sprawl” continue to look at Region 5 as a
place to invest. The investment in land had strong demand
by all investors in 2006. Many leases of these production
farm investments are being converted to cash rent lease
arrangements as they are purchased. While the actual cash
rent has gone up from 2 percent to 5 percent in general

in this region, the return that the investor is receiving on
his/her investment is not necessarily increasing at the same
rate. This is because sales prices appear to be going up at a
faster rate than the cash rents are increasing.

Excellent Productivity Tracts

Sales prices for excellent productivity tracts in Region
5 were generally in the $4,500 to $5,500 per acre price
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range, although there were scattered sales above and below
that sales price level throughout the region. Sales were
generally toward the middle-to-higher end of that range in
Douglas and Champaign Counties, and in the middle-to-
lower end of that range in the balance of the territory. A
declining supply of excellent-quality farms being offered
for sale, along with strong demand for this quality of land,
brought steady-to-strong land prices the first half of 2006.

During the summer time period there was a decrease in
activity in the land market. This brought about a flat mar-
ket with fewer parcels being offered for sale and had many
individuals speculating that we were headed for a declin-
ing land market. However, during the last quarter of the
year, the market reacted to a developing ethanol market,
which had all kinds of influences on the land market and
the agricultural outlook for 2007. Buyers came back to the
land market in larger numbers and bid the fewer parcels
that were being offered for sale to higher price levels. In
some cases, strong new highs were set in the market for
this excellent category of land sold, with a few individual
tracts bringing $6,000 per acre or higher at the end of the
year. Farmers and local investors came back to the market
place because of the changing economic factors, which
drive the earnings and sales prices paid for land. Many of
these investors are once again looking for farms in close
proximity or adjoining the farms that they already farmed
or owned.

Sale Total % P/lon Total
County Date Acres _ Tillable Ac Price/Ac
Champaign Jan 31685 97.0 141 $4,797
Champaign Jan 7336 97.0 142 $5,300
Champaign Jan 15996  97.0 135 $4,700
Champaign Jan 80.00 99.0 144 $5,400
Edgar Jan 80.00 99.0 140 $4,563
Ford Jan 95.00 98.0 133 $3,158
Iroquois Jan 146.44 99.0 134 $5,000
Vermilion Jan 155.00 99.0 144 $4,450
Vermilion Jan 80.00 99.0 143 $4,000
Vermilion Jan 40.00 98.0 143 $4,400
Edgar Feb 80.00 98.0 144 $4,950
Iroquois Feb 41.69 98.0 136 $5,000
Vermilion Feb 67.66 99.0 144 $4,500
Champaign Mar 15732  98.0 142 $6,000
Coles Mar 380.00 99.0 145 $4,746
Vermilion  Mar 40.00 98.9 144 $4,300
Champaign Apr  91.83  99.0 142 $5,948
Champaign Apr  50.00 98.0 143 $4,200
Coles Apr  158.00 99.0 144 $4,250
Coles Apr 40.00 99.0 142 $4,375
Douglas Apr 161.80 99.0 137 $4,562
Douglas Apr  40.00 99.0 142 $5,600
Iroquois Apr  80.00 95.0 136 $5,425
Champaign July 12000 98.0 137 $5,400
Champaign July  40.00 93.0 138 $5,100
Ford July 6333 980 136 $5,000
Iroquois July  40.00 93.0 135 $3,625
Champaign Sept 80.00 98.0 141 $4,650
Douglas Sept 80.00 99.0 136 $4,100
Iroquois Oct 9529 97.0 136 $5,247
Champaign Nov 106.66 98.0 142 $5,000
Piatt Nov  80.00 98.0 142 $5,725



Good Productivity Tracts

Properties rated with a good level of productivity gener-
ally were sold in the $3,750 to $4,500 per acre price range.
However, because of the diverse soils and locations of the
good category farms in Region 5, there are fairly wide
variations in sales prices reported. Investors find these
types of properties attractive because of the anticipation
for higher cash return on their investment and the fact that
a larger number of acres can be acquired with their total in-
vestment dollars, than can generally be acquired with Ex-
cellent Category property. Many buyers, especially 1031
tax-deferred exchange buyers, also look to good quality
farms, because of the more limited supply of the excellent
quality land in 2006. In addition, the current price level for
the excellent category farms has driven some buyers to the

good category quality farms.

Sale Total % P/lon Total
County Date  Acres Tillable  Tillable Ac  Price/Ac
Champaign Jan 80.00 96.0 124 $4,125
Champaign Jan 52.80 97.0 124 $3,500
Champaign Jan 467.6 94.0 119 $3,473
Coles Jan 168.00 98.0 131 $3,622
Coles Jan 146.00 95.0 127 $3,885
Coles Jan 41.00 98.0 130 $3,750
Ford Jan 142.20 91.0 118 $3,805
Ford Jan 76.00 92.0 117 $2,875
Iroquois Jan  240.00 97.0 123 $3,900
Iroquois Jan 169.00 98.0 122 $3,876
Ford Feb 80.00 99.0 120 $3,500
Champaign Mar 109.01 86.0 123 $3,450
Douglas Mar 160.00 98.0 132 $3,125
Iroquois Mar 5048 97.0 127 $4,000
Vermilion  Mar 80.00 96.0 127 $2,500
Vermilion  Mar 40.00 98.0 117 $3,000
Champaign Apr 339.33  98.0 122 $3,837
Iroquois Apr 39.00 950 127 $4,250
Vermilion  Apr 84.56 95.0 125 $3,400
Ford May 148.19 93.0 125 $3,120
Ford May 11445 95.0 128 $4,107
Iroquois May  56.33  99.0 121 $4,000
Champaign June 33.00 95.0 119 $3,800
Coles July 4562 410 120 $2,648
Coles July 12430 98.0 132 $4,010

Average Productivity Tracts

Sales prices of farms rated with average-quality productiv-
ity generally ranged from $3,000 to $3,600 per acre. Most
of these occurred in the outlying areas of the region, to

the east, south and north. Buyers of these properties were
more likely to be neighboring farmers and landowners

and retired farmers. However, because of the shortage of
excellent and good quality land available, some IRS 1031
tax-deferred exchange buyers were active in this average
quality of land in 2006. As the availability of farms on the
market drop in both of the better-rated productivity groups,
the activity in the average productivity category continues

to increase in this region.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac __ Price/Ac
Iroquois Feb 7580 95.0 110 $3,000
Coles Aug 4214 63.0 115 $3,239
I[roquois Aug 40.00 95.0 109 $2,771

Recreation Tracts

Demand for recreational properties (woodland, ponds,
creeks/rivers, rolling topography, etc.) remained very
strong in 2006. The supply of this type of property is low
in this region, and generally these tracts are found in the
more remote areas. It is difficult to accurately analyze

the market for these types of properties. Prices can vary
greatly depending on the motivations and knowledge of
buyers and sellers. Often emotional reasons, rather than
strictly financial reasons, coupled with a buyer’s financial
position, create the varied prices shown in the marketplace.
There is a lot of cash in the economy at this time. As the
discretionary cash positions have gotten stronger in 20006,
investors who are looking for hunting and recreational
properties have continued to bid up the choice properties
to new highs. Because competition for this land is good,
prices have generally ranged from a minimum of $2,250 to
as high as $2,950 per acre, with higher prices seen above
that range on special properties and situations. These
prices can increase dramatically for factors such as loca-
tion, scenic features and access.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac _ Price/Ac
Coles Jan 127.00 20.0 $2,300
Edgar Mar  40.00 36.0 120 $2,750

Transitional Tracts

Demand for transitional land was very strong in 2006. The
term “transitional land” is used to describe land that is
located in an area that could have development potential in
the next 5 to 15 years. Most of this land is in the outlying
area of Champaign-Urbana and Danville, or in a narrow
radius around some of the cities in the region. This type

of land will sell for a premium over the general farmland
market. Sales prices ranged from $6,900 to $20,000 per
acre, although many sales fall outside that range, depend-
ing on demand and use, as well as anticipated appreciation.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac  Price/Ac
Douglas Jan 34.54 98.0 143 $10,333
Champaign Feb 145.24 97.0 140 $6,250
Coles July 3285 25.0 $4,018
Douglas Dec  40.00 99.0 142 $6,947
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Special Interest Stories

Several projects in the area, add to the interest in the Re-
gion 5 land market and the agricultural community of East
central Illinois.

1. Development of ethanol plants in the area. There were
several ethanol plants in the planning stages or under con-
struction at the end of 2006. Sites at Royal and Champaign
in Champaign County, Tuscola in Douglas County, Gibson
City in Ford County, Danville in Vermilion County, Gil-
man in [roquois County and Charleston in Coles County
were already in some phases of planning and/or develop-
ment at year end. These developments will potentially
have a great impact on the usage and price received for
corn in this area. In addition, development of a biodiesel
plant is planned for Danville in Vermilion County.

2. A coal-to-liquid fuels plant is being pursued in Doug-
las County. A coal association has been in existence for
several years in the southeast corner of Douglas County,
north of Oakland. This involves a minimum of 25,000
acres, with coal being developed into a coal-to-liquid fuels
production unit. A development LLC company, Illinois
Clean Fuels, has been given a lease by the Embarras Valley
Coal Association, to develop the $2 billion project in this
region. It will need to acquire approximately 640 acres

of land in the beginning for the coal-to-liquid fuels plant,
with additional acreage for the mining operation. It will
give 600 people employment when it is completed.

3. Two Region 5 cities are in consideration for FutureGen.
FutureGen is a government project which will provide the
world’s first emissions-free power plant that will produce
electricity and hydrogen from coal, while capturing and
storing carbon dioxide. The final selection of the plant site
is continuing through a long process. It has been narrowed
down to two Texas sites (Jewett and Odessa) and sites in
Douglas County (Tuscola) and Coles County (Mattoon).
The $1 billion investment will create a 275-megawatt
prototype power plant. The decision for the final site selec-
tion is expected in September, 2007. The potential site in
Tuscola is a 208-acre site and the site in Mattoon is a 240-
acre site. The power plant will create 1,000 construction
jobs and 200 permanent jobs for the next 30 years.
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618/783-8383 + Mobile 217/725-2077 + Email: cochranag@wbnormiselectric.com
Specializing in Farm Real Estate Appraisals
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Farmers National Company
is proud to announce...

Boyd Real Estate, Inc.
of Arcola and Tuscola,
llinois, has merged with
our real estate team.
Boyd Real Estate has over
30 years of experience
serving your community’s
real estate needs.

109 E. Main, P.O. Box 306
Arcola, lllinois 61910 (217) 268-4434

: Earmers.l
ationa
/ Z/Company.

Go to
www.farmersnational.com

for more information on FNC agents,
new listings, and upcoming auctions.

MaBoyd
ALC, GRI, ARA

Winnie Stortzum
ALC, GRI, ARA

Serving Amerca’s
Landowners Since 1929

Farm Management ¢ Real Estate Sales * Appraisal
Insurance * Consultation * Oil & Gas Management
Conservation & Recreation » Mapping Technology

BUSEY AG RESOURCES
& FARM BROKERAGE
SERVICES

Farm Management ¢ Farm Sales/Acquisitions
Appraisals e Ag Loans
Production Management ® Seed Research

Contact us for current listings and to learn of other unlisted
properties. We will find the land to fit your needs.

Ron Wesbecher
Sales Consultant

Tom Wiggins Steve Meyers
AFEM. A.F.M., Certified
Crop Adviser

.. Located inside
.- Buse Busey Bank LeRoy
-,cm 301 E. Cedar St. ® 866-552-8739

Busey Ag Resources www.busey.com




“apital =
gy PRSI Form Management EE SOY CAPITAL
| Property Iwestvent Avaeysis V i~
NN Services, Inc. Sales & Acquisitions - AG SERVICES
www.capitalag.com cq Soy Capital Bank & Trust Co.
-2413- ConsuLtivG & OTHER SERVICES
800-243-2060 e Farm Management « Farm Real Estate Brokerage «
Champaign Lisle e Appraisals e Trust Services « Ag & Commercial Loans e

630-434-9150

Sycamore
815-895-2016

217-359-3300

Plainfield
815-439-9245

Bloomington -- (309) 665-0955 Kankakee -- (815) 936-8971
Decatur -- (217) 421-9616 Peoria -- (309) 683-3322
Springfield -- (217) 547-2880 www.soycapitalag.com

‘yIA‘ Call us today and let us work for you!
Q I_G W | It Starts FIRST With The Seed. A + Farmland Sales and Purchases
"I“ * Farm and Asset Management

+ Farmland Appraisals
Marty Thornton, Arm, senior Vice President

Heartland
Bank i

MEMBER FDIC

AGRICULTURAL SERVICES DEPARTMENT
B 309-664-8933 ® Toll-free: §88-897-2276 ® www.hbtbank.com

Farmland Appraisals

A great year begins with unlimited choices.

None are more important than the seed you put in the
ground.

LG Seeds’ hybrids perform — year after year, with better
stands, higher yields, and more profit-per-acre for your farm.

800.752.6847 www.lgseeds.com

Land [nvestments
Farm Management
Rural Appraisals
Real Estate Sales

| lf@@@ﬁ' .e,,l,;ﬁy

Heartland Ag a
Group Ltd.

Dale Aupperle, AFM, ARA
resident

Office: 217-876-7700
Home: 217-794-5030

Fax: 217-876-7724

¥ Farm Credit Services

OF ILLINOIS
WE UNDERSTAND

Cell: 217-855-5522 Dave Willhite, ARA Paul Meharry
e-mail:hagltd@aol.com ReGIONH Kegiol o
217.378.9935 217.378.9971

www.hagltd.com

1401 Koester Dr., Suite 100
Forsyth, IL 62535

dave.willhite@fcsillinois.com  paul.meharry@fcsillinois.com

2101 W. Park Ct. Champaign, IL 61821
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Farm agemn Service
Provider Since 1946

. * Professional and personalized
real estate, appraisal, sales
and acquisitions.

Peace of mind that your
investment is being managed
by highly effective experts.

Monticello Geneseo DeKalb
217-762-9881 309-944-2184 815-748-4440
800-291-4254 www.hfmgt.com

Call the Experts in Farm Management

Brian Neville, AFM Russ Hiatt, AFM, ARA
Vice President Vice President
Farm Manager Client Advisor/Farm Manager
Phone: 217-477-5820 Phone: 217-477-5380
brian.neville@oldnational.com russ.hiatt@oldnational.com
Il OLD NATIONAL
Wealth Management

2 West Main Street » Danville, IL

GIPCE — Roger Miller

GEAND PRAIRIE COOF, INC. General Manager
www.grandprairiecoop.com

1 SOUTH CALHOUN OFFICE: 217-485-6630
Tolono, IL 61880 FAX: 217-485-5143
Office: CELL: 217-202-2719

rmiller@grandprairiecoop.com

We Specialize In:

Farm Management
Farm Real Estate Appraisal
Consultation

Brian D. Waibel R. Thomas Heinhorst
Vice President Senior Vice President
Accredited Farm Manager  Accredited Farm Manager
Certified General Accredited Rural
Real Estate Appraiser Appraiser

Our professionals can help with farm management
services and farm appraisals as well as your
borrowing needs for operating, land and equipment
loans. Call us for more information.

N7 MAIN STREET
AG SERVICES"
3002 West Windsor Road, Champaign
217.351.2744

www.mainstreettrust.com
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Agriculture....

Our only business!

Private Treaty Land Transactions

Multi-Parcel Land Auctions
Farm Management & Consulting

For information contact: Joe Bubon,
Eric Decker, Fred Hepler,
Scott Shuman or Lowell Yager

Westchester Group, Inc.

W 2407 South Neil St., PO Box 3009
asmdl Champaign, IL 61826-3009

217.352.6000

www.westchester-group.com

Also offices in AR, CA,IN,IA & FL
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Swires

Land & Management Company, Inc.

112 N. Vermilion Street, Danville, IL 61832
217-443-8981

www.swiresland.com

john greene Land Company

34 Rance Road ¢ Oswego, IL 60543 + 630.551.3333 * www.johngreeneland.com

Specialists in Developmental and Agricultural Land

Seeking farm listings and farms for sale by owner

We are in contact with numerous buyers

Ray L. Brownfield, AFM, ARA, ALC
Associate Broker

Reputable, Reliable
630.551.3333 or 630.258.4800, cell

& Hardworking
rbrownfield@johngreeneland.com (Just like my 1942 “H”)

(t
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Dean Kyburz — Chairman
Main Street Bank and Trust, Decatur, IL

Dale Aupperle, AFM, ARA
Heartland Ag Group, LTD, Forsyth, IL

Brent Bidner, AFM
Hertz Farm Management, Monticello, IL

Region 6 - Central

James Flanigan, AFM
Soy Capital Ag Services, Decatur, IL

Thomas Wargel, AFM
Black Prairie Ag Services, Clinton, IL

Bruce Huber, AFM, ARA
Hickory Point Bank Ag Services, Decatur, IL

Land Value and Cash Rent Trends

Overall Summary

% Change Change in rate of land Ave. Cash Rent/Ac
Total in $/Acre turnover (up, steady, Ave. Cash Rent % Change on recently

Farm Classification  Value/Acre  from 200 down) and % Per Acre from 2005  negotiated leases
Excellent Productivity $4,500 - Up 5% Down $190 10% $200

$5,200
Good Productivity $3,250 - Up 5% Down $170 10% $180

$4,500
Recreational Land $1,500 - Down

$3,000
Transitional Sales $6,000 - Up slightly

$20,000

egion 6 consists of seven counties located in
Rcentral [llinois. Macon County is located in the

center of the area and is surrounded by Logan,
DeWitt, Piatt, Moultrie, Shelby and Christian Counties.
These counties contain excellent soils, a large agribusiness
support network and a high level of interest from non-ag-
riculture sectors. Some observations on the year we just
completed include:

* During early 2006 land values continued to increase, but
at a decreasing rate as we progressed through the first and
second quarter. Sales toward the end of the year appeared
to steady or may actually have shown a slight decrease.

34

* There is a lot of land on the market and the marketing
period is significantly longer than it has been for the past
couple of years.
* Although there are still some 1031 exchange buyers in
the market, they are not as prevalent as a year ago.
* There is still an apparent premium in the market for
larger tracts, particularly in the excellent category.
* This area of the state had better-than-anticipated yields
in 2006. This fact, coupled with higher commodity prices,
have bolstered net farm income, which is providing some
support to land values.
» With higher grain prices and good prospects for future
prices there is a significant amount of new grain storage
being built.
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* There appears to be a lot of uncertainty about changes
that may take place in the government farm program. It
would, however, appear to have a minimal effect on land
values at this time.

The majority of the soils in Region 6 are primarily from
two soil associations, Drummer Flanagan and Catlin silt
loam and Tama, Ipava and Sable silt loam.

Title to the land in this area of the state is very tightly

held and when it does become available there is excellent
demand. In general, the soil in Region 6 is well-managed
with good subsurface drainage, soil conservation practices
and well-balanced fertility. There is very good access to
strong grain markets in the area with ADM, Staley, Cargill,
and Illinois cereal mills and other handlers. These markets
help to provide improved prices for this part of Central
Illinois, which is in turn reflected in net farm income and
land values. The table on the preceding page summarizes
the land values and cash rents in the Central Region of Illi-
nois. The values for all categories of farmland appear to be
up slightly in 2006. Cash rents paid by farmers also show
a significant increase. The area again reported record high
soybean and corn production. This year, as in the past few
years, the number of sales in the region was very high and
numbered in the hundreds. There was, however, a great

deal of land on the market at the close of 2006.

Excellent Productivity Tracts

We have chosen 18 sales in the excellent productivity cat-
egory representing typical transactions for farmland selling
in our seven county area. The prices ranged from $4,400
per acre to $5,400 per acre. The average price indicated for
2006 is $4,862 per acre. These values compare with last
year’s average price of $4,633 per acre and represents a 4.9
percent increase. The Soil Productivity Indexes range from
139.6 to 144 with an average Productivity Index of 141.3.
The average price per Productivity Index unit indicated

is $35.07 per tillable acre. The tracts ranged in size from
74 to 283.73 acres, which were 94 percent to 100 percent

tillable.

Sale Total % P/lon Total

County Date Acres _ Tillable  Tillable Ac  Price/Ac
DeWitt Jan 77.00 94.0 141 $4,415
DeWitt Jan 81.35 99.0 142 $5,100
DeWitt Aug 236.60 97.0 140 $4,845
Piatt Oct 103.72 97.0 140 $5,000
Piatt Apr 80.00 99.0 141 $4,650
Piatt May  240.00 99.0 135 $5,400
Logan Nov  182.30 100.0 142 $4,900
Logan Nov  283.73 99.0 141 $4,581
Logan Nov  158.40 98.0 140 $5,150
Christian  Jan 100.00 99.3 142 $4,400
Christian Feb 80.00 100.0 140 $4,800
Christian  Apr 80.00 100.0 141 $5,357
Christian  Apr  180.36 99.6 141 $4,401

(continued in next column)

(cont.) Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Moultrie Feb 89.00 98.0 144 $5,100
Moultrie Apr 114.30 98.0 140 $4,803
Macon Nov  200.00 99.0 142 $4,850
Macon Oct 153.70 98.8 144 $5,260
Macon Feb 74.00 95.0 144 $4,500

Good Productivity Tracts

Five sales were selected as representative of the sales in
the Good Productivity category. Prices ranged from $3,250
to $4,500 per acre. The sales ranged in size from 40 to 195
acres. The tracts selected were 91 percent to 96 percent
tillable. The sales in the good productivity category tend to
have somewhat more sloping land with some erosion and
drainage issues.

In general, this category also has a smaller percentage

of tillable land than found in the excellent category. The
soil types found in this category do, however, generally
respond well to good management, but require more inten-
sive management to produce optimum yields. The average
price received for the land in this category is $3,585 per
acre. This compares with $3,627 per acre in 2005. Al-
though the sales shown indicate a decrease from last year,
our committee agrees that values in this category increased
5 percent. The productivity indexes in this category range
from 125 to 135 with an average of 129.7. The indicated
price per PI point would be $29.61 per tillable acre. The
chart below lists the sales found in the good productivity
category.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
DeWitt Sept  195.00 91.0 128 $4,500
Shelby Jan 80.00 94.9 125 $3,250
DeWitt Mar 86.00 91.0 132 $3,331
Moultrie  Feb 40.00 96.0 128 $3,450
Moultrie  Feb 131.20 95.0 135 $3,393

Recreational Tracts

Land found in this category generally has a lower percent-
age of tillable less productive land. It often has a signifi-
cant amount of timber or brush and may be subject to
overflow. Most buyers purchasing land in this category are
interested in hunting, fishing, or other recreational activi-
ties. Our committee has cited three sales in this group as
representative of the activity in this segment. The tracts
range from 26.7 to 124.76 acres in size with a low per-
centage tillable. The PI on the tillable acreage is 105 to
140.3. The average price indicated is $2,817 per acre. This
committee did not report any sales in this category dur-
ing 2005 and as a result there are no figures available for
comparison.

(continued on next page)

35



Recreational Tracts (cont.)

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac  Price/Ac
Shelby Feb 109.00 40.0 110 $1,968
Christian Nov 124.76 70.5 105 $2,100
Piatt Jan 26.70 60.0 140 $5,000
Moultrie Nov  91.50 46.5 134 $2,200

Transitional Category

Three sales are also included in the Transitional Category.
In this area of the state there is land being farmed near
cities, towns or villages where its highest and best use

is changing to developmental or other purposes such as
residential, industrial, or commercial. Transitional tracts
can often be very productive soils with a higher percentage
tillable. This is not, however, generally a factor in the sales
price. The sales cited ranged in size from 37.3 acres to 320
acres. The prices ranged from $6,000 to $14,757 per acre.
Although sales in this category have been relatively stable
for the past few years, there appears to be a slight move-
ment upward. The trends, of course, depend on the particu-
lar area and location.

Sale Total % P/lon Total
County Date Acres  Tillable  Tillable Ac _ Price/Ac
Macon May 320.00 94.0 138 $6,000
Macon Feb  37.30 97.0 142 $14,757
Macon Apr 205.20 95.0 141 $7,432

Decatur
Title Company,LLc

Title Insurance
Escrow Closings
1031 Exchanges
145 South Water Street / Decatur, lllinois / 62523
Telephone 217/428-6675 Fax 217/428-8727
www.illinois.ctic.com

Agrivest, Inc.

FARM MANAGEMENT & REAL ESTATE

PROFESSIONALS HELPING FARM OWNERS

Jerry Hicks, AFM 400 Chatham Rd Suite 200
Bob Nelson, AFM Springfield, Illinois 62704
Keith Sheckler, AFM Phone (217) 241-1101
Larry Weitekamp, AFM 1044 West Morton Avenue
Dan Newton, AFM Jacksonville, Illinois 62650
Bob Williamson, AFM Phone (217) 479-8600
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SOY CAPITAL
AG SERVICES

Soy Capital Bank & Trust Co.

« Farm Management « Farm Real Estate Brokerage e
e Appraisals ¢ Trust Services « Ag & Commercial Loans e

Bloomington -- (309) 665-0955 Kankakee -- (815) 936-8971
Decatur -- (217) 421-9616 Peoria -- (309) 683-3322
Springfield -- (217) 547-2880 www.soycapitalag.com

Call us today and let us work for you!

+ Farmland Sales and Purchases
* Farm and Asset Management

+ Farmland Appraisals
Marty Thornton, Arm, senior Vice President

Heartland
Bank &l

MEMBER FDIC

AGRICULTURAL SERVICES DEPARTMENT
B 309-664-8933 ® Toll-free: 888-897-2276 ™ www.hbtbank.com

Farm Management Servtce
Provider Since 1946

¢ Professional and personalized
real estate, appraisal, sales
and acquisitions.

¢ Peace of mind that your
investment is being managed
by highly effective experts.

Monticello Geneseo DeKalb
217-762-9881 309-944-2184 815-748-4440
800-291-4254 www.hfmgt.com
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We Specialize In:

Farmland Appraisals

Farm Management
Farm Real Estate Appraisal
Consultation

relolin .e,c—,l,a;ﬁy '

. J
7
Left to right: Kevin Hilligoss, Dean Kyburz, » .
Randal Fransen, Mark Wetzel # Farm credlt SerU|ceS
Our professionals can help with farm management OF ILLINOIS
services and farm appraisals as well as your

borrowing needs for operating, land and equipment WE UNDERSTAND

loans. Call us for more information.

Paul Stoddard, ARA
MAIN STREET
217.378.9934

AG SERVICES

130 North Water Street, Decatur
217.425.8275

www.mainstreettrust.com 2101 W. Park Ct.  Champaign, IL 61821

paul.stoddard@fcsillinois.com

john greene Land Company

34 Rance Road ¢ Oswego, IL 60543 + 630.551.3333 * www.johngreeneland.com

Specialists in Developmental and Agricultural Land

Seeking farm listings and farms for sale by owner

We are in contact with numerous buyers

Ray L. Brownfield, AFM, ARA, ALC
Associate Broker

Reputable, Reliable
630.551.3333 or 630.258.4800, cell & Hardworking

rbrownfield@johngreeneland.com (Just like my 1942 “H”)
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BUSEY AG RESOURCES
& FARM BROKERAGE
SERVICES

Farm Management ¢ Farm Sales/Acquisitions
Appraisals e Ag Loans
Production Management ® Seed Research

Contact us for current listings and to learn of other unlisted
properties. We will find the land to fit your needs.

Ron Wesbecher
Sales Consultant

Tom Wiggins Steve Meyers
AFEM. A.F.M., Certified
Crop Adviser

.. Located inside
.- Buse Busey Bank LeRoy
-,ca 301 E. Cedar St. ® 866-552-8739

Busey Ag Resources www.busey.com

CENTRAL ILLINOIS TITLE COMPANY

Handling FARM SALES
and
1031 EXCHANGES
Throughout Central Illinois
111 E. Main St., Suite 200
Decatur, IL 62523
Telephone: (217) 422-1719
Fax: (217) 422-1754
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Put Field Mapping

To Work For You

Appraisal maps are easy with Surety,*
an online mapping system utilizing the
latest in mapping technology.

Surety® includes up-to-date imagery, field
borders, acreage and soil information in one
easy-to-use system. Check out our new
convenient soil survey
data maps, complete
with production index
data and color coding
capabilities by
production or soil
class. Surety® even
displays an exclusive
average composite
for you.

A product of AgriDataq, Inc.
www.agridatainc.com ¢ (701) 746-8580

DA GROUP, INC.

Dffering Auction, Brokerage,
ApPpraisal, & Consulting Services.

800-716-8189

John Moss / Doug Hensley
loranda@loranda.com www.loranda.com

BROCK
Grain & Feed Systems

YORK BIN CO.

Rte. 32 North
Strasburg, IL 62465

DWIGHT BRADEN GRAIN HANDLING EQUIP.
President SHIWERS DMC
Electrician MAYRATH CARDINAL

Ph. (217) 644-2270 SUKUP  SENTRY PAC
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Tough Questic

and more.

AT

farmdoc

Need Sound /Answers
* Which crop insurance instrument

best meets my needs?

* What are some of my credit options
for a long-term loan?
*Should I buy or lease new equipment?

Visit farmdoc to find information on crop
insurance, finance, management, marketing

university of 1Luinots The Power of the Internet for Today’s Farm Business

D J o
Lie (Ed_/wz.é( /zz/ ?,acc'f{. i/

Offering agricultural expertise across Cgntral lllinois, Heartland Ag Group Ltd. is
known as a premier provider of specialized services, information and agricultural
knowledge. Management is key to assessing the details and making the critical
decisions that lead to sound operating plans and profitability. The Heartland staff
are all professionally trained and strive to accomplish the highest standards of
excellence. Stop be our offices or call us today.

Dale E. Aupperle, Ryan E. Aupperle Jeremy Crouch
AFM, ARA Farm Manager Farm Manager
President

1401 Koester Drive Suite 100
Forsyth, IL 62535

Ph: 217-876-7700 Fx: 217-876-7724
e-mail: hagltd@aol.com www.hagltd.com

Heartland Ag

Group, Ltd.

ILLinois FARMLAND VALUES & LEASE TRENDS

Farmland Investments
Farmland is a growth stock - a hedge
against inflation! You receive an excellent
balance of earnings and appreciation in
value. Add to your holdings today or get
started as a first time buyer.

Real Estate Sales

The farmland market is a dynamic
environment that requires skill as a buyer or
seller to successfully participate. Our
extensive database of area land sales
keeps us on top of market trends. Whether
you are buying or selling or exchanging

- call Heartland Ag Group Ltd.

Rural Appraisal

You need experienced professionals to
deliver accurate opinions regarding
constantly changing farmland values. Our
wark has included both simple and complex
assignments involving estate taxes, gifting,
loan documentation, divisions and
partitions, investment analysis, exchanges,
and Section 2032A Special Use Valuations.

Farm Management

Our team provides detailed farm
management services to those who own
farmland but do not operate it. Commodity
marketing and soil conservation are two
areas of specialization.
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www.farmersnational.com

= Farmers Nearly $500 Million in sales in the last

g_ :National two years! Over 1,300 farm properties
%Comp&ny sold in the last two years!

We have over 75 years of agriculture experience and aggres-
sive marketing programs for your property at competitive
fees. Whether it is a live auction or private treaty - we can do
it! Please call our agent near you to find out about our services!
Allendale: ............... Dave and Carol Kelsey ...... 1-800-299-8661
Arcola:...........coe..o.. Mac Boyd....oooeeeccicenen. (217) 268-4434
Andy Heal ..o (217) 273-0066
Winnie Stortzum e (217) 268-4434
Argenta: ................. Rod Ferguson ..... e (217 795-4531

Chenoa: ......
Cissna Park:
Dahinda:.........

... Roy Bracey..
.... Charles Alt...
... Jim McRell.........

o (815) 945-7722
o (815) 457-2098
..(309) 289-2540

Lanark.................... Penny Lauritzen (815) 493-6098
Nashville................. Bret Cude .......c.oeevvreenn... (618) 327-9242
Newman: ................ Jim Young........ (217)251-2586
Oxford, Indiana:.... John Mandeville. e 1-888-673-4919
Quincey:................... Dennis D. Hoyt .. e (217 223-8035
Mark Rhea.......... e (217) 649-7991
Sullivan, Indiana: .. Bob Hagemeier .. e (812) 268-6823
Tuscola: .................. Duane Boyd..........ccceeeeeeenn (217) 649-7991
Joy Warfel-Holder..............(217) 460-0511
Williamsville: ......... Steve Bracey ........ccevveenn. (217) 566-2145

Farm Management * Real Estate « Appraisals ¢ Insurance
Mapping Technology * Consultations » Oil and Gas Management
Conservation and Recreation

Broc[( Asspciates +Y0U =
Winning Team

Increase your marketing
knowledge with:

= 24-page weekly Brock Report
and 3x/market day Comments

= Multiple company subscription
discounts available

m Free three-week trial subscription

Richard .Brock

We can help you take a leadership role

in educating farmers about grain marketing:

= Sponsor individuals to the June 27, 2006
"Decisions" summer seminar in Bloomington

= Sponsor your own marketing education meeting
featuring Richard Brock or Brock Associates consultant

To learn more about these opportunities,
call 1-800-558-3431 today.
Ask about

s www.brockreport.com

a marketing

educational &0 BROCK ASSOCIATES
meeting for = 2050 W. Good Hope Rd.
NO COST! Milwaukee, WI 53209

1-800-558-3431

%LandOwner

Newsletter

Your Source
for

Land Values
and

Farmland Lease
Trends!

Call
800-772-0023
for
Your FREE
Sample Issue!

ISPFRMA)
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Experienced
Professionals

Ready to meet your needs:

* Real Estate Brokerage
- Sales
- Purchases
- Exchanges

* Farm Management
* Appraisals

* Consulting

SCHROEDER/HUBER LLC
Agricultural Services

www.schroederhuber.com

Bruce Huber
225 N Water St

Decatur, IL 62523 H
217.872.6291




'{[‘1‘ SPURLING TITLE, INC

Over 100 years of title experience

LOO ki ng fOf d " Land Title Services / T i
“rlin; Title, Ine.

Fa rm Ma nager, iTitle Insurance ——
. SI' Escrow ¥
Rural Appralser or ST 1031 Exchanges I :T' __.
Agricultural Consultant? 217-824-3899

118 W. Market St. * Taylorville, IL 62568 ¢ Fax 217-824-3898
www.spurlingtitle.com ® info@spurlingtitle.com

Check out the
Membership Directory Farm Management
section at SR Sates & Acquisitions
. I
WWW.IS pfm ra.o rg ww;vogaﬂt; ;gﬁgom ConsuLtivG & OTHER SERVICES
Champaign Lisle
217-359-3300 630-434-9150
Plainfield Sycamore
815-439-9245 815-895-2016

¢ Farm Credit Services Your Full-Service
Farm Lender

OF ILLINOIS
WE UNDERSTAND

Mike Morris, ARA, MAI - Chief Appraiser
Champaign, IL « 217-378-9906 < mike.morris@fcsillinois.com
Brett Berger, ARA Paul Meharry Paul Stoddard, ARA
Albion, IL Champaign, IL Champaign, IL
618-445-2214 217-378-9971 217-378-9934
brett.berger@fcsillinois.com paul.meharry@fcsillinois.com paul.stoddard@fcsillinois.com
Doug Healy, ARA Curt Moffit, ARA Mark Weber, ARA
Harrisburg, IL Jacksonville, IL Belleville, IL
618-253-7012 217-243-1851 618-233-4262
doug.healy@fcsillinois.com curt.moffit@fcsillinois.com mark.weber@fcsillinois.com
Joe Hogan Gary States Dave Willhite, ARA
Shelbyville, IL Mt. Vernon, IL Champaign, IL
217-774-9535 618-241-7328 217-378-9935
joe.hogan@fcsillinois.com gary.states@fcsillinois.com dave.willhite@fcsillinois.com

Farm Real Estate Loans - Crop Insurance - Appraisals
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Gene W. Meurer, AFM, ARA - Chairman
Heartland Ag Group, Springfield, IL

Curt Moffit, ARA
Farm Credit Services of lllinois, Jacksonville, IL

Ernest Moody, CAC, AFM, ARA
Heartland Ag Group, Springfield, IL

7 - West Central

Robert Trost
MetLife, Auburn, IL

Allan Worrell, AFM
Worrell-Leka & Associates Land Services,
Jacksonville, IL

Land Value and Cash Rent Trends
Overall Summary

% Change Change in rate of land Ave. Cash Rent/Ac
Total in $/Acre turnover (up, steady, Ave. Cash Rent % Change on recently
Farm Classification  Value/Acre from 2005 down) and % Per Acre from 2005  negotiated leases
Excellent Productivity$5,000 Up 10% Steady $160 - $210
Good Productivity  $4,500 Up 10% Steady $130-$170
Average Productivity$3,500 Up 10% Steady $100 - $140
Fair Productivity $3,000 Up 10% Steady
Recreational Land  $2,500 Up 10%
Transitional Land $7,000 + Even Steady

egion 7 is a very diverse area of farmland in II-
linois. There are significant changes in soils from
North to South by virtue of ancient glacier move-

ments and from East to West due, in large part, to the influ-
ences of the Illinois, Mississippi and Sangamon Rivers.

The broad, level prairies are mostly Tama, Ipava and
Sables soils north of the Moraine line and Virden, Herrick
and Harrison soils south of that line.

The rolling areas formed under upland hardwood timber

are mostly Fayette, Rozetta and Keomah soils. Adjacent to
the rivers and streams are bottomlands frequently includ-
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ing Sawmill, Wakeland and Beaucoup soils. The most
steep, usually timbered hillsides are frequently Hickory
and Fishhook soils.

There are several areas of sand outcroppings, particularly
in northern Menard and Cass Counties adjacent to the
Sangamon River.

Calhoun County, which lies farthest southwest of the
Region 7 counties, is located between the Illinois and
Mississippi Rivers. These rivers influence weather patterns
sufficiently to allow particularly, peach, plum and apricot
orchards.
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A sale in Macoupin County in December 2006 set a new
high for Class I Farmland in Macoupin County, when 40
acres sold at auction for $5,825 per acre. Sangamon Coun-
ty had more than 10 sales of Class I Farmland sell above
$5,000 per acre, topping at $5,700 for 136 acres in Febru-
ary 2006. Morgan County had five or more sales exceeding
$5,000 per acre topping at $5,300 per acre.

Eight of 10 counties in Region 7 had at least one sale
exceeding $5,000 per acre. Menard County had a high at
$4,900 per acre and Cass County topped at $4,750 per acre.

Land prices for rural residential uses or speculation for
development are obviously much higher.

Overall in the ten county Region 7, land prices were steady
to up 10 percent. Factors that contributed to the strength of
the market included:

* Extremely good crop yields

 Extremely strong commodity prices

* Low interest rates

* A significant number of tax deferred exchange buyers

* A significant interest by investors looking to purchase
recreational use properties.

The first half of 2006 saw a significant demand for top
quality farmland, but as the market moved from a buyers
market to a sellers market, the volume of sales declined
sharply from late summer into autumn.

Value from both auctions and private sales were strong. In
most cases, demand was greater than supply.

Excellent Productivity Tracts

This land, generally described as flat, black and square,
is in great demand. Particularly in Sangamon, Morgan,
Montgomery, Macoupin and Jersey Counties Many per-
sons seeking tax-deferred exchanges wanted land of this
quality and bid aggressively for it.

Sale Total % P/lon Total
County Date  Acres Tillable Tillable Ac  Price/Ac
Cass Jan  254.00 98.0 131 $4,750
Calhoun Apr 99.00 96.0 133 $4,568
Greene Apr  197.00 99.0 135 $5,150
Jersey Jan 80.00 99.0 136 $5,325
Macoupin  Dec 40.00 99.0 136 $5,825
Menard June 80.00 99.0 131 $4,900
Montgomery May 60.00 99.0 134 9
Morgan Jan  139.00 99.0 140 $5,121
Morgan Jan 170.00 99.0 140 $5,300
Sangamon Feb  136.00 99.0 140 $5,700
Sangamon May 110.00 99.0 138 $5,000
Sangamon Aug  80.00 97.0 139 $5,350
Scott Mar 30.00 98.0 137 $5,546

Good Productivity Tracts

Properties in this category generally have sold $400-$600
per acre less than the Class I farms. Generally speaking,

this class of land will sell between $2500 and $3200 per
acre. This class usually has one or more hazards including
lessor productive soils, unusual shape, varying topography,
lack of road frontage, ditches or ponds, cut by roads or
railroads or other public utilities, or neighborhood history.
Since the demand is greater than the availability of Class

I land, more buyers seem willing to look at and negotiate
purchases of lesser classes of farmland.

Sale Total % P/lon Total
County Date Acres Tillable Tillable Ac  Price/Ac
Calhoun Dec 554.00 85.0 132 $2,674
Cass Apr  100.00 96.0 141 $3,900
Calhoun Feb 540.00 88.0 135 $3,500
Calhoun June 223.00 91.0 136 $3745
Greene Apr  135.00 94.0 135 $3,851
Greene July  235.00 80.0 116 $2,178
Jersey Apr  100.00 94.0 139 $4,300
Jersey July  115.00 93.0 139 $4,130
Macoupin  Jan 154.00 97.0 130 $3,793
Macoupin  Apr 80.00 94.0 133 $4,000
Menard Mar  120.00 96.0 136 $4,000
Menard May  244.00 91.0 131 $3,500
Montgomery Mar 111.00 89.0 128 B
Montgomery Apr 160.00 96.0 134 B
Morgan Jan 146.00 79.0 130 $2,899
Morgan Mar 65.00 67.0 122 $3,246
Sangamon Feb  228.00 33.0 128 $3,026
Sangamon June  80.00 83.0 133 $3,837
Scott Feb 142.00 60.0 120 $2,318
Scott Feb 81.00 35.0 122 $3,055

Average Productivity Tracts

This classification of farmland included significant varia-
tion of farms across the region. Most of the sales of aver-
age productivity varied in sale prices from a low of about
$1500 per acre to as much as $3000 per acre. Higher prices
generally are nearer to metropolitan centers, or for prime
recreational areas.

Recreational Property

There is a significant demand for this type land across the
entire area. Values become particularly attractive to inves-
tors when consideration is given to CRP or CREP pro-
grams offered by the USDA, but not limiting recreational
uses. This combination oftentimes creates markets as high
as $2500-$3000 per acre.

To good managers, returns of perhaps $120-$150 per acre
from Federal Programs can be achieved plus sale of hunt-
ing rights at rates in the area of $1000 per hunter per week.

Special Use Properties

Calhoun County represents one of the unusual counties in
this area. Several farms with permanent plantings sold in
the $5000 to $6000 per acre range. In other areas, there
are beginning to be small acreages devoted to small fruits,
vegetables and vineyards.
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Livestock facilities are becoming fewer, but those that
meet a niche market do thrive and oftentimes grow. Prairie
Farms Dairy at Carlinville in Macoupin County pulls raw
milk from a broad area to meet an ever-increasing demand.

Slaughter facilities at Beardstown attract area hogs.

Rents

A significant amount of farmland in Region 7 is owned by
persons who neither live on nor farm their land. Therefore,
there are a substantial number of farms leased to tenant-
operators.

Most of the leases are one of three types, those being crop
share, crop share with supplemental cash rent and cash
rents. Crop share is as it sounds—owner and operator
share both income and expenses, taking equal risk of pro-
duction. In several west central counties, a supplemental
cash rent of from $15 per acre to $35 per acre is added to
the tenant operator’s share to equalize income.

Cash rents have stayed strong, primarily because all risk is
shifted from owner to operator. Competition between ag-
gressive farm operators has led to rents in the area of $1.25
per production index point average to a high of $2.00 per
P.I., obviously driven by strong commodity prices.

Examples would be:
Ipava Soil - P.I of 142 x $1.25 = $177 per acre

Fayette Soil - P.I of 122 x $1.25 = $152 per acre
Ipava Soil - P.I of 142 x $1.40 = $199 per acre

Summary

Farmland values in Region 7 continued to show strength
throughout 2004. Tax-deferred 1031 money continued to
influence the land market, although in many auctions, it
was local farmers outbidding the outside investor to retain
land.

Large tracts of land 320 acres to 640 acres will gener-
ally sell at a premium, with the excellent production land
defined as flat, black and square and all tillable bring the
highest dollar. Obviously, there are not many acres of this
type available, so some buyers look to lesser productivity
or quality to meet their demands.

There continues to be significant demand for recreational
use properties, particularly those frequented by white tail
deer, turkey, upland game birds or migrating geese and
ducks. These bring the highest prices when they can also
be placed in the CRP or CPEP programs.

Demand for rural residential development remains strong,
as does commercial development in some areas.

Cash Rents have varied from steady to higher, mostly aver-

aging about $1.30 per production index point, based on
University of Illinois Circular #811.
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Land Value and Cash Rent Trends
Overall Summary

Region 8 - Southwest
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% Change Change in rate of land
Total in $/Acres turnover (up, steady, Ave.CashRent % Change
Farm Classification _ Value/Acre from 2005 down) and % Per Acre from 2005
Good Productivity $6,000 - Up 15%- Steady $130-$150 Steady
$8,000 20%
Average Productivity $3,000- Up 20%- Down $100-$130 Up 5% -10%
$6,000 25% 5% - 10%
Fair Productivity ~ $2,500 Up 10%- Down $85-%100 Up 15% - 20%
$3,200 20% 5% - 10%
Recreational Land  $2,100- Up 10%- Steady $15-%20 Up 50% - 100%
$3,250 20%
Transitional Tracts  $10,000- Up 10%- Steady
$15,000 20%
Other Sales $2,250 -
$2,500

egion § in Southwestern Illinois consists of seven
Rcounties, four of which border the Mississippi

River.
St. Louis is across the river from Madison and St. Clair
Counties in Illinois that are part of Region 8. St. Louis has
a locational influence on land values in the region due to
its large population base and development potential. The
western halves of Madison and St. Clair Counties are
mostly urbanized and residentially developed. Together the
two ounties have a population of over 500,000.
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In recent years, the pace of new residential development
has increased and more land is being taken out for devel-
opment. This, in turn, is creating more demand and higher
land values for agricultural land surrounding the St. Louis
urban influence. With a large population base within easy
driving distance, recreational land is also in high demand.

The Kaskaskia River flows through the eastern and south-
ern portions of Region 8 and the Mississippi River forms
the western boundary. Together, these two major river ba-
sins and their tributaries provide a large of wooded acreage
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suitable for recreational use. Agricultural land in Region
8 is mostly of average productivity and is mostly used for
raising corn, soybeans, and wheat.

Most farms in the area are rented on a crop share basis.
Cash rent is gradually gaining popularity but is not as
prevalent as it is in other parts of Illinois. Generally, cash
rental rates were steady to up $5-$10/acre in 2006 com-
pared to 2005. Most cash rent rates were already set before
the run up in grain prices in late 2006. There is a strong de-
mand for hunting rights on recreational land which results
in the going rate increasing to $15-$20/acre compared to
$5-$10/acre previously.

Good Productivity Tracts

There is a narrow band of good productivity soil types in
the eastern halves of Madison and St. Clair Counties. Due
to its location close to the St. Louis urban fringe influence
and better-than-average yield potential, the good produc-
tivity soil types tend to command a premium in the market
and are strongly sought after by farmers and investors
alike.

Sale prices in 2006 for the good productivity tracts in St.
Clair and Madison Counties generally ranged from $6,000/
acre to $8,000/acre and tended to center around $7,000/
acre. The first two sales listed below were purchased by
local investors who were interested in investing in the
highest quality farm land available near their other hold-
ings. The other four sales were purchased by local farm-
ers with 1031 money who wanted to replace the land they
had sold for development with good quality land that was
located near enough for them to farm it themselves.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac_ Price/Ac
Madison Jan 345.00 98.0 125 $5,985
St. Clair Nov  41.00 97.0 123 $7,246
St. Clair Jan 62.00 99.0 133 $7,150
St. Clair Jan 43.00 100.0 130 $8,751
St. Clair Jan 40.00 99.0 130 $8,674
Madison Apr  80.00 99.0 125 $5,862

Average Productivity Tract

Most of the Region 8 area is made up of average produc-
tivity soil types. Location is an important factor of value
in this region. Land values in the western portion of the
area are strongly affected by the St. Louis urban fringe
influence. As a result, land values in St. Clair, Madison,
and Monroe Counties tend to be higher than values for
the same type of soil in the counties further away from St.
Louis. As shown by the below selected sales, land values
for average productivity tracts tend to range from $3,000
per acre to $4,000 per acre in the eastern and southern
portions of Region 8. Closer to the St. Louis urban fringe
influence, values tend to be more in the $5,000 per acre
to $6,000 per acre range depending on location. As more

farmland in the western portions of St. Clair and Madison

Counties is absorbed into development, there is a trend for
the farmers to relocate or expand their farming operations

toward the east and south.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Madison Jan 40.00 100.0 110 $5,800
St. Clair Dec  40.00 100.0 115 $5,500
St. Clair Feb  61.00 99.0 110 $5,100
Washington Oct 80.00 94.0 105 $4,800
Madison Oct  80.00 100.0 115 $4,375
Randolph  Jan 97.00 100.0 115 $4,000
Clinton Aug 155.00 97.0 102 $3,806
Bond Mar  40.00 100.0 115 $3,650
Randolph Feb  60.00 85.0 105 $3,140

Fair Productivity Tract

Fair productivity tracts in the Region 8 area tend to be
more rolling farms or creek bottom properties subject to
overflow. Fields are often irregularly shaped with a certain
amount of non-tillable acreage, usually wooded. These
types of farms generally require additional inputs of time,
labor, and management, and can be more inefficient to
farm with large modern machinery than better types of
properties. As a result, the fair productivity tracts are less
appealing to farmers and investors for agricultural pur-
poses than the better farm types.

The fair productivity tracts are more prevalent toward the
southern and eastern portions of the region and tend to be
located near major creeks and streams where the topog-
raphy slopes off toward the creek bottoms. Values for
fair productivity tracts within the region fall in a range of
roughly $2,500/acre to $3,250/acre.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Washington Apr  40.00 94.0 100 $2,500
Bond May  40.00 50.0 100 $2,750
St. Clair Aug 32.00 94.0 100 $2,875
Randolph June 31.00 71.0 100 $3,064
St. Clair June 93.00 82.0 100 $3,250

Recreation Tracts

Recreational tracts in Region 8 are either completely
wooded or nearly all woods. If there are tillable fields, they
tend to be small and oddly shaped making them difficult

to farm efficiently. There is usually little or no agricultural
income associated with these tracts. Typically, the buy-

ers of these recreational properties are non-farmers and
hunters looking for the recreational opportunities, rather
than agricultural production of the tract. There is a strong
demand for recreational tracts in the region due to the large
population base around St. Louis. Most of Region 8 is
within an hour’s drive of St. Louis, making it convenient
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to utilize a recreational property. Values for recreational
tracts in the area have been increasing in recent years due
to strong demand. As shown below, most sales of recre-
ational properties fall within a range of $2,100 per acre
to $3,250 per acre. Good advertising through a realtor or
auctioneer tends to bring more bidders into competition
by making non-local prospects aware that a recreational
property is available for sale.

Most recreational tracts tend to be toward the southern and
eastern portions of the region away from the more heav-
ily developed and urbanized areas in the northwest part of
Region 8. The Kaskaskia River flows through the eastern
and southern portions of Region 8 and much of the wooded
area in the Region follows along the Kaskaskia and its
tributaries.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac

Clinton Jan 36.00 $2,125
Randolph  Sept 91.00 $2,352
Randolph  July  36.00 $2,400
St. Clair July  40.00 $2,626
St. Clair June 30.00 $3,250
St. Clair Feb 42.00 6.0 105 $3,250

Transitional Tracts

Transitional properties are well located farm land tracts
usually located near small towns or along major traffic
routes. These well-located properties may have potential
for residential or commercial development at some point
in the future, but are not expected to be developed imme-
diately. Usually, these types of properties lie in the path of
expected future city utilities, but it may be several years
before adjoining properties are fully developed to make
utilities available to the subject. During the interim holding
period they are likely to continue to be used for agricultural
production. As noted in the list of sales below, the range

of values is from approximately $10,000 per acre to about
$15,000 per acre and is centered around $12,000 per acre.

Sale Total % P/lon Total

County Date Acres  Tillable  Tillable Ac _ Price/Ac
Clinton Feb 37.00 100.0 130 $12,768
Clinton July  59.00 100.0 105 $12,000
St. Clair April 102.00 100.0 120 $16,941
Monroe July  40.00 100.0 125 $15,630
Monroe June 104.00 77.0 120 $9,692
Monroe Jan  100.00 90.0 100 $12,040
Other Tracts

The three tracts listed above and located in Bond County
are enrolled in the Conservation Reserve Program and sold
from $2,250 to $2,500 per acre. The fourth sale in Ran-
dolph County is a mixture of pasture and woods.
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Sale Total
County Date Acres

% P/lon Total
Tillable  Tillable Ac _ Price/Ac

Bond Apr  60.00
Bond Sept  63.00
Bond Aug 80.00

Randolph  Mar  40.00

CRP $2,500
CRP $2,400
CRP $2,250
Pasture/Woods $2,500
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Donald K. Cochran, ARA
Cochran Ag Services, Wheeler, IL
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Region 9 - Southeast

Norbert Soltwedel, RPRA
Farm Service Agency, Shelbyville, IL

Land Value and Cash Rent Trends
Overall Summary

% Change Change in rate of land Ave. Cash Rent/Ac
Total in $/Acres turnover (up, steady, Ave. Cash Rent % Change on recently
Farm Classification  Value/Acre from 2005 down) and % Per Acre from 2005  negotiated leases
Average Productivity $2,900 5% - 10% -25% $130 10% $135
Fair Productivity $1,900 5% - 10% -25% $100 10% $110
Recreational Land $1,850 10% -10%
Bottom Land $2,200 5% - 10% -25% $110 10% $120

egion 9 is located in Southeastern Illinois and
Rcontains thirteen counties. Most soils are formed

from prairie and timber vegetation in the Illinois
glacier till. Several areas include bottomland soils located
along the Kaskaskia, Little Wabash, Embarras and Wabash
Rivers.

Interstate highway access is available to Region 9. Inter-
state 57 is located in the western part of the region, Inter-
state 70 runs through the northern counties and Interstate
64 serves a part of the southern counties.

Region 9 has seen reduced sales activity in the past year.
Total sales were down 20-25% across the region. This
region has seen large variations in the number of properties
sold and price per acre. Most of the cropland in Region 9
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is of average productivity. Prices for average cropland can
vary from $2,200 to $3,600 per acre in our region. Recre-

ational land will also vary from around $2,000 per acre in
the north to as low as $1,300 per acre in the south.

Most of the increase in sales prices occurred in the first
quarter of 2006. Prices appear to have remained flat during
the spring and summer months, but fall sales are again
increasing. The southern part of Region 9 appears to have
seen a stronger increase in pricing over the northern area.

Demand for rural residential and recreational land would
appear to remain strong. Some farmers have been selling
off non-tillable acres for residential and recreational uses
as prices increase for this sector.
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Good Productivity Tracts

No recent sales have occurred in the Good Productivity
category. Most of the Good Productivity soils are located
along the Wabash River and there are small areas of Shiloh
and Ebbert soils located in prairie uplands. Most soils in
our region have a productivity level below 115, so we have
few sales of Good Productivity soils. In 2005, sale prices
ranged from $23.00 to $29.00 per PI point.

Average Productivity Tracts

Average Productivity soils make up the majority of the
cropland in our region. Most of the soils are developed
from prairie and timber vegetation. Prices for this land
class vary widely throughout our region. In 2006, sale
prices ranged from around $19.00 per PI point in Wayne
County to $34.00 in Clark County.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac_ Price/Ac
Efingham Nov 120.00 91.8 109 $3,163
Marion May  80.00 97.8 101 $2,700
Jasper July 240.00 96.9 100 $2,650
Clark Sept 38.00 100.0 116 $3,638
Cumberland June 80.00 100.0 114 $3,200

Fair Productivity Tracts

Most of the Fair Productivity land is located in the south-
ern part of our region, but fair soils are present in all coun-
ties. Many of these tracts are only partially tillable and
may have irregularly shaped fields.

The value of the non-tillable land has been strongly influ-
enced by buyers seeking land for recreational purposes.
Also, many areas now have public water available. In
these areas, fair productivity land is often purchased as a
rural building site. In 2006, sale prices ranged from around
$24.00 to $46.00 per PI point.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Richland May  40.00 733 99 $2,029
Jasper Apr 8000 915 100 $2,000
Crawford Apr 80.00 83.0 98 $2,104
Clark Feb 86.20 62.0 99 $1,952
Clay Mar  40.00 82.5 100 $2,000

Recreational Tracts

Recreational land has been strong in this market and a typ-
ical tract size is around 60 acres. Prices vary from $2,000
per acre in the north to as low as $1,300 in the south.
Wayne County has seen a recent trend of more buyers from
outside the area than local buyers of recreational land.

Sale Total % P/lon Total

County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Lawrence Jan 80.00 $1,500
Crawford Aug 39.60 35.0 102 $1,902
Wayne Jan  80.00 $1,925
Marion Mar  47.30 $1,800
Clay Apr 37.50 $1,750

Other Tracts -- Bottomland

Many of the higher productivity soils in our region are
located in river bottoms. Values of these sales vary widely
due to potential flooding and drainage problems.

Government programs, such as the Wetland Reserve
Program (WRP) and the Emergency Watershed Program
(EWP) have been used to place long-term or perpetual
conservation easements on this type of land. With these
easements in place, some areas become favored recreation-
al tracts for waterfowl hunting.

Sale Total % P/lon Total
County Date Acres _ Tillable  Tillable Ac _ Price/Ac
Jasper/levee Jan 40.00 97.5 114 $3,375
Wayne Apr 3930 100.0 116 $1,867
Clark Apr 140.00 80.0 120 $2,544
Edwards Feb 57.80 96.1 115 $2,800
Wabash June 1840 96.8 117 $3,500

Special Interest Information

Bio-fuels are a major interest in today’s market. There cur-
rently is an ethanol plant in production at Robinson, IL and
another plant is rumored for the area. A bio-diesel plant is
planned for a location in the Newton Industrial Park. Cur-
rently, all but $2,000,000 of the $30,000,000 projected cost
has been raised to start the plant. Once the initial funds are
raised, the plant could be in production in 12 months and
have an annual capacity of 300,000 gallons.
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Region 10 - Southern

Land Value and Cash Rent Trends
Overall Summary

% Change Change in rate of land

Total in $/Acre turnover (up, steady, Ave. Cash Rent % Change
Farm Classification  Value/Acre from 2005 down) and % Per Acre from 2005
Good Productivity $3,600 - Up 14% Down 5% $120-150 Steady

$4,000
Average Productivity $2,000 Up 17% Up 5% $75-5%100 Up 10%
Fair Productivity $1,800 Up 48% over Up 10% $50- %75 Steady
2-year period

Recreational Land $1,800 Up 12% Steady

productivity throughout the region during the year.
Crop yields were again strong through the region
with average weather during the crop growing season.

O bserved land values have increased for all levels of

Crop share leases continue to be the predominant cropland
rental method. We are not aware of an increase in the num-
ber of farms being cash rented nor newly negotiated cash
rentals through the region.

Recreational land purchases continue to increase across the
region.

ILLinois FARMLAND VALUES & LEASE TRENDS

Good Productivity Tracts

The sales of this type of farms are predominantly by
private treaty. Most of this quality of land is located in
Northern and Eastern White County and Northern Gallatin
County and Northern Saline Counties. Sales of this qual-
ity of land in the area are not common and are primarily
due to deaths or retirements. The majority of the buyers of
Good Productivity land are local farmers purchasing for
expansions. In 2005, the average values were in the range
of $3425 per acre. In 2006 the average values are $3900
which is approximately an increase of 14% from 2005
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observed values. There were no known sales in this
category driven by 1031 exchanges.

Sale Total % P/lon Total
County Date Acres Tillable _ Tillable Ac _ Price/Ac
White Dec 160.00 98.0 145 $4,000
Gallatin  Feb 529.60 96.0 135 $3,600
Gallatin  Dec 71.88 99.00 131 $4,000
Gallatin  Dec 23.39 100.00 131 $4,000

Average Productivity Tracts

A variety of sales methods are used for this type of farm in
the area. This is by far the most common quality of crop
production farms found in Region 10. The majority of the
buyers of these farms are area farmers purchasing land to
expand their current farming operations. The sellers are
mostly estates and their beneficiaries and retiring farmers.

Observed sales of this quality of farm were in a wide range
from $1,486 to $3,236 per acre, but tended to group into
two separate ranges of $1,486 to $2,500 and $2,250 to
$3,236 per acre. Farms selling in the $1,486 to $2,500 per
acre range are those most representative for this quality in
Region 10.

The simple average of the most representative sampling of
18 sales of this quality is $1,960 per acre which is up 17
percent from an average of $1669 per acre for the sam-
pling from a year ago. Sales in the $2,250 to $3,236 per
acre range are from stronger farming and sales “pockets”
which are scattered through the Southern Region. The
simple average of a sampling of 17 sales which are the rep-
resentative of this group is $2,761 per acre, which is up 11
percent from the $2,479 per acre average from a year ago.
Below is a sampling of sales from the most representative
group discussed.

No fair productivity tract sales were reported in the 2005
study. The average price of the 2004 study was $1,190 per
acre. Comparing the averages, an increase of 48 percent is

observed from the 2004 study to the 2006 study.

Recreation Tracts

Most of the sales of recreational tracts in the region are
through realtors. The primary recreational use for these
properties is for deer hunting. Most of the buyers are
from larger area towns and from larger urban areas in the
Midwest. Prior to the boom in recreational land purchases,
these farms were purchased by farmers for agricultural
purposes. Most of these tracts consist of a combination of
low quality open land (cropland, pasture, other open land)
and wooded areas. The average value per acre of the sales
sampling is $1,815 per acre as compared to the $1,615
per acre from the 2005 study which is an increase of 12

percent.

Sale Total % P/lon Total

County Date Acres  Tillable Ac Tillable Ac _ Price/Ac
Franklin Jan  120.00 440 $1,500
Hamilton Feb 40.00 $2,150
White Feb 46.60 29.0 $1,825
Pope July  80.00 $2,050
Pulaski Nov  99.00 55.0 $1,818
Other Tracts (CRP Land)

Sales of CRP land are being included with this year’s study
to attempt to track the value trend of this land type. Most
of these farms are recreational quality with percentages of
tillable land similar to recreational tracts. Buyers on these
tracts vary between local farmers and recreational users.

Sale Total % P/lon Total Sale Total % P/lon Total

County Date Acres _ Tillable  Tillable Ac  Price/Ac County Date Acres _ Tillable Ac Tillable Ac _ Price/Ac
Hamilton Jan 40.00 98.0 97 $1,650 Franklin Jan 20.00 67.0 $1,625
Hamilton Jan 80.00 95.0 96 $2,063 Gallatin Mar 120.00 93.0 $1,358
White Feb  20.00 88.0 89 $2,000 Hamilton  Apr  40.00 86.0 $1,600
White Mar  70.00 77.0 99 $1,714 Williamson May 425.00 68.0 $1,847
Hamilton  Mar 118.00 86.0 98 $1,521 Franklin Sept  65.00 92.0 $1,846
Jackson Apr 100.00 78.0 81 $1,626

Fair Productivity Tracts

The fair productivity farms sell mostly by private treaty.
Most buyers are local farmers who are expanding their
farming operations while the sellers are mostly retired
farmers and estates. These farms typically have sloping
topography and/or weak soil types. They have typically
had a lower percentage of tillable land than do the good
and average productivity farms in the area. The below
listed fair productivity sales indicate values per PI rang-
ing from $17.41 to $25.57 with an average $21.95. The
average price of the below six sales is $1,762 per acre.

54



Farmland Appraisals

é Farm Credlt Services

Looking for a
Farm Manager,
Rural Appraiser or
Agricultural Consultant?

Check out the
Membership Directory
section at
www.ispfmra.org

OF ILLINOIS
WE UNDERSTAND

Doug Healy, ARA
Region 10

618.253.7012

31 W. Church St. Harrisburg, 1L 62946

Brocl_( Asspciates +YOU =
Winning Team

Increase your marketing
knowledge with:

= 24-page weekly Brock Report
and 3x/market day Comments

= Multiple company subscription
discounts available

m Free three-week trial subscription

Richard Brock

We can help you take a leadership role

in educating farmers about grain marketing:

= Sponsor individuals to the June 27, 2006
"Decisions" summer seminar in Bloomington

= Sponsor your own marketing education meeting
featuring Richard Brock or Brock Associates consultant

To learn more about these opportunities,
call 1-800-558-3431 today.
Ask about

s www.brockreport.com

a marketing

educational @“y; BROCK ASSOCIATES
meeting for = 2050 W. Good Hope Rd.
NO COST! Milwaukee, WI 53209

1-800-558-3431

ILLinois FARMLAND VALUES & LEASE TRENDS

55



Biofuels: Status and Issues

by: Darrel Good
Department of Agricultural and Consumer Economics
University of lllinois

Background

eginning in the early 1970s, the production of
corn-based ethanol was promoted as a way to

use the surplus of low priced corn. However, the
technology and economics of ethanol production were
not sufficient to support production at a very high level.
Beginning at 5 million bushels in 1975-76, corn used for
fuel production grew to 35 million bushels in 1980-81.
Growth remained steady, however, reaching 714 million
bushels in 2001.

The motivation for producing and using biofuels began

to change rapidly in the 21* century. Policy makers began
to see biofuels as a way to reduce the U.S. dependence

on imported crude oil. While the process of manufactur-
ing inputs, growing crops, and processing those crops

into ethanol does not produce a lot of “net energy” it does
transform more abundant energy sources such as natural
gas, coal, electricity, methane, and sunlight into liquid
fuels that substitute for gasoline made from imported crude
oil. National policy to support biofuels production became
much more aggressive in 2004 and 2005.

The Energy Policy Act of 2005 (H.R.6) was signed into
law on August 8, 2005. That Act established standards
(mandates) for the use of renewable fuels for the period
2006 through 2012. The mandates, in billions of gallons
are as follows:

2006 - 4.0 2010-6.8
2007 -4.7 2011-74
2008 -5.4 2012-17.5
2009 -6.1

Beyond 2012, the Act requires that renewable fuels at least
maintain the proportion of total fuel production achieved
in 2012 and that a minimum of 250 million gallons per
year of cellulosic-derived ethanol be included in the
renewable fuels standards, with each gallon of cellulosic-
based ethanol or waste-derived ethanol credited as 2.5
gallons of renewable fuels.

Among other things, the Act supported cellulosic-based
ethanol production through a Loan Guarantee Program of
$250 million per facility, a $650 million Grant Program
for cellulosic ethanol, and an Advanced Biofuels Tech-
nologies Program of $550 million. The Act also created

a $36 million program to convert sugar cane to ethanol

in Hawaii, Florida, Louisiana and Texas; a $750 million
Loan Guarantee Program for sugar-to-ethanol facilities,
and a $50 Loan Guarantee Program for sugar cane-to-
ethanol facilities. In addition, the Act extended provisions
of the Volumetric Ethanol Excise Tax Credit (VEETC)
that was signed into law on October 22, 2004. The tax
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credit is $.51 per gallon for ethanol, $1.00 per gallon for
agri-biodiesel and renewable diesel, and $.50 per gallon
for biodiesel. The production and use of renewable fuels

is further enhanced by provisions of the Act that creates a
new credit of $.10 per gallon on the first 15 million gallons
of agri-biodiesel produced by those firms with capacity

not exceeding 60 million gallons and creates a credit, up to
$30,000, that permits taxpayers to claim a 30 percent credit
for installation of E85 and B20 refueling property.

In addition to the Renewable Fuels Standard, production
and use of renewable fuels are supported by a variety

of state- level mandates and tax incentives. Further, the
domestic ethanol industry is supported by a $.54 per gallon
duty imposed on imported ethanol.

Current Status

The combination of legislative mandates, subsidies, and
import duties; escalating gasoline prices; a rush to replace
the oxygenate MTBE with ethanol; and the President’s call
for aggressive expansion of renewable fuels production to
reduce the U.S. dependence on imported crude oil set off a
rapid expansion in production of biofuels, primarily corn-
based ethanol, over the past two years. In January 2007,
the President called on Congress to become even more
aggressive in establishing mandates for the production
and use of renewable fuels. A goal of 35 billion gallons by
2017 was suggested.

Ethanol

The Renewable Fuels Association reported that as of
February 2, 2007, 113 ethanol “bio-refineries” were in
operation in the United States. Those plants had estimated
production capacity of 5.583 billion gallons of ethanol,
implying an average capacity of about 49 million gallons,
requiring an average of 18 to 20 million bushels of corn
per plant. For firms with capacity estimated for individual
plants, capacity ranged from 400,000 gallons per year
(using brewery waste as a feedstock) to 115 million gal-
lons. The firm with the largest capacity (Archer Daniels
Midland) accounted for 19.3 percent of the total capacity
distributed among 7 plants.

Plant locations ranged from California to New York, from
Texas to North Dakota, and from Georgia to Washington.
Iowa was the home to more plants than any other state and
field corn was the dominant feed stock nationally. How-
ever, feed stock included seed corn, barley, milo, wheat,
sugar, brewery waste, cheese whey, and waste beer.

The RFA also reported that seven of the existing plants
were expanding capacity and that 76 bio-refineries were



under construction. Those had an estimated annual ca-
pacity of 6.139 billion gallons, or an average of about 74
million gallons per facility. Of the 189 plants in operation
or being built, 42 are in lowa, 22 in Nebraska, 19 in Min-
nesota, 14 in South Dakota, 12 in Kansas, and 10 each in
Illinois and Wisconsin.

The USDA estimated that corn used for ethanol production
has increased sharply since 2001-02, growing to 1.603 bil-
lion bushels in 2005-06 and forecast at 2.15 billion bushels
for the 2006-07 marketing year. Based on plants currently
in operation and those under construction, ethanol produc-
tion capacity will soon be at about 11.72 billion gallons,
with corn as the dominant feed stocks. That capacity im-
plies the need for about 4.3 billion bushels of corn per year
in the very near future, double the amount projected for
use during the current marketing year. Production of 11.72
billion gallons of ethanol would have the BTU equivalent
of about 7.85 billion gallons of unleaded gasoline. Ameri-
cans currently consume in excess of 140 billion gallons

of gasoline per year. Ethanol, then, will soon account for
about 5.6 percent of domestic use.

Biodiesel

The National Biodiesel Board reported (September 13,
2006) that 85 companies had invested in biodiesel manu-
facturing plants and were marketing biodiesel. Biodiesel
production totaled 15 million gallons in 2002, 20 million
gallons in 2003, 25 million gallons in 2004, and 75 million
gallons in 2005. Those plants had an estimated capacity of
580 million gallons per year. An additional 65 companies
reported plants currently under construction and 13 exist-
ing plants reported that capacity was being expanded. The
estimated capacity of the new construction is 1.4 billion
gallons; bringing total capacity by mid 2008 to nearly 2
billion gallons.

Beginning in January 2006, the Census Bureau started re-
porting the amount of once-refined soybean oil used in the
production of biodiesel. Additional, smaller quantities of
crude oil are used in biodiesel production, but those quan-
tities are not reported separately. The monthly quantities of
soybean oil used for biodiesel production and the percent-
age of total consumption of U.S. soybean oil (domestic
and exports) were as follows:

Million Percent

Month Pounds of Total
January, 2006 87.9 59
February 77.8 5.5
March 104.4 7.4
April 106.6 6.9
May 146.0 9.2
June 169.0 10.7
July 121.2 7.8
August 165.1 9.7
September 157.2 9.1
October 142.6 7.7
November 137.5 8.2
December 154.0 8.8
TOTAL 1,564.3 8.0

Based on these limited number of observations, it appears
that there may be some seasonality to the use of biodiesel
and that use is sensitive to the price of soybean oil. Use is
likely less in the winter months when biodiesel tends to
“gel”. The escalation of soybean oil prices beginning in
July 2006 and continuing through November 2006 might
have negatively impacted use of biodiesel.

Implications

There are a number of implications of the rapid expansion
in biofuels production capacity, particularly the capacity
to produce corn-based ethanol. The implications for the
agricultural sector are primarily in the area of price level,
production decisions (United States and the rest of the
world), and policy decisions in the areas of energy and
price/income support programs.

The immediate result of the rapid expansion of corn based
ethanol production is the much higher price of corn. The
price increase has been accelerated by strong export de-
mand and a 2006 U.S. harvest that was 580 million bushels
(5 percent) smaller than the early forecast. There is some
expectation that corn prices, and prices of other commodi-
ties, have permanently moved to a higher level, much as
occurred in the early 1970s. Whether or not that is the case
depends on the longer term growth in biofuels produc-
tion and the amount of cropland acreage required for its
production.

The longer term viability of biofuels production, in turn,
hinges on the level of crude oil prices (and resulting prices
of unleaded gasoline), the relationship of ethanol prices

to unleaded gasoline prices, and the level of government
subsidies and/or mandates for biofuels production. The
level of political support for biofuels production may hinge
on public satisfaction with the level of success in reducing
U.S. dependency on imported crude oil. The level of con-
tribution of ethanol to the U.S. fuel supply will be impact-
ed by the next generation of ethanol technology, widely
assumed to be cellulosic ethanol using plant biomass as
the feedstock. It is not clear, however, that production of
ethanol per acre can be expanded through the use of crop
cellulose. Much progress will be required in technological
development and logistics of biomass production, storage,
and handling.

Higher prices of corn and other commodities currently
being experienced will have a negative impact on some
nonethanol users of corn, particularly livestock feeders.
To the extent that profitability of livestock production is
negatively impacted, livestock production will be reduced
to the level that will result in higher livestock prices and

a positive profit margin. Reduced supplies and higher
livestock prices will likely result in some increase in retail
meat prices. The timing and magnitude of the increase are
difficult to forecast.

A second, immediate impact of higher crop prices is the
likelihood of higher incomes for crop farmers, particularly
in 2007 and 2008. Higher incomes suggest that land values
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and rental rates will be on the increase.

In the area of production, higher prices now being experi-
enced are expected to result in an increase in corn acreage
in the U.S. beginning in 2007 and likely continuing at least
into 2008. Additional increases may be required, depend-
ing on the pace of construction of new corn-based ethanol
facilities and the success in developing
alternative feedstocks for ethanol produc-
tion. The extent of the “needed” increase
in corn acreage will hinge to some degree
on the rate at which the average corn
yield increases. Over the past 30 years,
the trend increase in the U.S. average
yield has been about 1.9 bushels per year.

increase at a faster rate with the develop-
ment and adoption of new seed technol-
ogy and management practices. However,
growing season weather will still be the
most important yield factor.

under the

The increase in corn acreage in the U.S.

will likely come at the expense of a num-
ber of crops but largely at the expense of
soybeans. A reduction in soybean acreage

for crop

in 2007 will not be problematic, assuming pI’OduCtiOI/l...

an average yield near trend value. U.S.

and world inventories of soybeans are

record large and the prospects are for another record large
harvest in South American in 2007. A continued expansion
in corn acreage in the U.S. at the expense of soybean acre-
age will require that South American continue to expand
production. Prices approaching $8.00 per bushels for the
spring/summer of 2008 are likely high enough to encour-
age expansion next year.

The high crop prices now being experienced will likely
have some impact as the 2007 “farm bill” is written. The
high prices, if expected to continue for an extended period
of time, suggests that baseline projections of extending cur-
rent price and income support programs will show a rela-
tively small budget exposure. Those programs would likely
cost much less over the next 5 years than over the past 5
years. The potential “savings” suggest that policy makers
may support agendas other than price and income support.
These programs would likely be in the areas of conserva-
tion and support for biofuels. In addition, programs to make
U.S. policy more WTO friendly will likely be pursued.

Longer term, a continued expansion of biofuels production
suggests that some former cropland currently idled under
the Conservation Reserve Program may be needed for crop
production, particularly if cellulosic ethanol becomes an
effective alternative. In addition, current restrictions on
imports of biofuels may have to be re-considered. If policy
makers are serious about substituting renewable fuels for

a significant portion of petroleum based fuels, imports of
renewable fuels will likely be needed. The current $.54
per gallon import duty on imported ethanol, for example,
may be difficult to justify in the longer term. The level
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... a continued
expansion of
biofuels production
suggests that some
There is some optimism that the trend will former Cropland
currently idled

Conservation
Reserve Program
may be needed

of ethanol production capacity currently in operation or
under construction, 11.72 billion gallons, is equivalent to
about 5.6 percent of annual U.S. consumption of unleaded
gasoline. To reach the level of renewable fuel use now
being discussed in Washington may be difficult, even with
imports of renewable fuels and or other feedstocks.

Potential

For the next few years, renewable fuels produc-
tion in the U.S. will continue to be dependent
primarily on corn-based ethanol production.
The economic viability of corn-based ethanol
production will hinge primarily on the price of
corn, the price of crude oil, and the relationship
between the price of unleaded gasoline and the
price of ethanol. The price of co-products will
have a marginal impact on the profitability of
ethanol production.

The USDA’s Agricultural Marketing Service re-
ports the price of ethanol, distillers dried grains,
and corn at lowa points so that a gross crush
margin can be calculated on a daily basis. That
calculated margin was over $4.00 per bushel

in late December 2006, with ethanol prices at
the plant quoted at $2.34 per gallon and corn at
$3.50 per bushel. By early February 2007, that
margin was calculated at $2.48 per bushel with
ethanol price at $1.79 per gallon and corn at $3.71 per
bushel.

Ethanol prices have generally carried a premium to unlead-
ed gasoline prices as blenders rushed to meet mandated
levels of use and to replace MTBE in the blends in certain
markets. Ethanol production will soon be at the level that
exceeds the mandated level of use and the level sufficient
to replace MTBEs. When that happens, ethanol prices
may lose the premium over unleaded gasoline. In theory,
once those levels are exceeded, additional use of ethanol
would be economic only if the price was competitive with
unleaded gasoline. That price is about two-thirds the price
of unleaded gasoline (because of less BTUs per gallon)
plus $.51 per gallon (blender tax credit). Ethanol prices at
that level would likely cap the expansion in production. It
appears likely, however, that policy makers will increase
mandated levels of use of biofuels, including ethanol, per-
haps preventing the collapse in prices.

Beyond corn based ethanol, the success of biofuels as an
alternative for imported crude oil may hinge on the devel-
opment of alternative feed stocks. Hopes seem to lie with
cellulosic-based ethanol production with private and public
sector investment in that technology likely to increase
rapidly. At this time, there are more questions than answers
about the potential of that technology and the economic
viability of large scale biomass production.

Darrel L. Good, Ph.D., is Professor of Agricultural Marketing,
Department of Agricultural and Consumer Economics,
University of lllinois



Current State of the Farm Bill Debate

by Robert L. Thompson'

pass legislation that either extends or modifies the

2002 Farm Bill. A year ago most farm organizations
were on record favoring extension of the 2002 Farm Bill
unchanged except for some possible tweaking of target
prices and perhaps loan rates. Some organizations ex-
pressed willingness to change the commodity programs if,
but only if, significant increases in overseas market access
for U.S. farm products is achieved in the Doha Round of
WTO trade negotiations. What a difference a year makes!

S ometime in the second half of 2007 Congress will

With massive subsidies reinforced by tariff protection
from cheaper imports, the ethanol industry has experi-
enced explosive growth in the last year. The growth in corn
consumption in ethanol production has bid up the price of
corn, soybeans and other grains and oilseeds to levels well
above those that would trigger loan deficiency payments
or counter-cyclical payments. Producers of these com-
modities see little prospect for receiving anything from
the present structure of farm programs in coming years.
Simple extension of the 2002 Farm Bill has begun to look
less appealing to many farm organizations.

Extension of the 2002 Farm Bill has become less likely

for other reasons as well. In March 2007, the Congres-
sional Budget Office will take its annual snapshot of what
federal outlays would be over the next decade if all present
legislation were extended unchanged through that decade.
This “budget baseline” establishes the budget constraints
for all future legislation that Congress may consider, in-
cluding the 2007 Farm Bill.

With higher grain and oilseeds prices expected over the
next several years due to the ethanol boom, the expendi-
tures authorized for agricultural commodity programs is
like to fall by around half — from $20 billion per year to
perhaps as little as $8-10 billion per year. The new Demo-
cratic leadership of Congress has pledged “pay as you go”
government. If a Congressional committee wants to spend
more on some program than is in the budget baseline, that
committee must come up with the money by cutting some
other programs) under its jurisdiction. The March budget
baseline is likely to put a straight jacket on the farm com-
modity programs authorized in the 2007 Farm Bill.

World Trade Organization

The Doha Round of World Trade Organization (WTO)
negotiations has been in a stalemate for most of the last
year over how much more agricultural imports the Euro-
pean Union (E.U.) would accept and how much the United
States would cut its “trade-distorting agricultural sup-
ports.” At issue is not the amount of federal support given
to U.S. agriculture, but the criteria on which it is provided.
The negotiations are concerned only with support that is
linked to current production or prices of specific commodi-

ties, i.e. those that have the most potential to affect farm-
ers’ decisions on what crops to grow each year. Direct pay-
ments that cannot be influenced by farmers’ annual crop-
ping decisions are not at issue, nor are federal investments
in “public goods” like agricultural research and infrastruc-
ture. The negotiations were suspended indefinitely in July
2006 and only recently have been officially restarted. This
round of trade negotiations will not be concluded unless
the U.S. accepts some reduction in farm support that is
linked to the production of specific commodities.

A second WTO issue is also affecting the 2007 Farm Bill
debate. Brazil has successfully challenged the consistency
of the U.S. cotton support program with WTO rules of
international trade. Brazil alleged that the marketing loans,
loan deficiency payments and counter-cyclical payments
provided to our cotton growers had stimulated larger
production of cotton in the U.S. than would otherwise have
occurred and that, when this production was pushed out
into the world market with export subsidies, it had de-
pressed the world market price, from which Brazil’s cotton
growers receive their entire income. Brazil won the case,
and the U.S. was instructed to change the offending poli-
cies, or pay Brazil compensation for its damages. Congress
has repealed the export subsidy, but has not yet changed
the commodity program provisions to bring them into line
with the WTO ruling. It will need to in the 2007 Farm Bill.

The basic structure of the cotton program also applies to
grains and oilseeds. If we don’t change them, other coun-
tries are likely to challenge the WTO legality of these
similar commodity programs. Canada has already taken
the first step in taking a case to the WTO against our corn
program, and Uruguay is reportedly readying a rice case.
The threat of more WTO cases and the fact that the present
farm programs are unlikely to provide benefits to Ameri-
can farmers in the anticipated price environment increase
the likelihood of real change in our commodity programs.

New Players

An unprecedented number of new players have entered
this farm bill debate. There has been a drumbeat of nega-
tive articles and editorials in newspapers across the coun-
try calling for reform of farm policy. Most prominently,
the Washington Post published a series of 15 front-page
articles it entitled “Harvesting Cash™? in the second half of
2006. Many groups not traditionally engaged in the farm
policy debate — from Bread for the World to the American
Farmland Trust to the Chicago Council on Global Affairs?
— have produced proposals for changes in U.S. farm policy.
With so many non-traditional players involved, the writing
of this farm bill promises to be unlike any before.

Products that have never had commodity programs, such
as fruits and vegetables, have also entered the 2007 farm

59



bill debate. Participants in commodity programs have been
banned from growing fruits or vegetables on land receiv-
ing direct payments. The WTO ruled in the Brazil cotton
case that this fruit and vegetable exclusion violates the
necessary condition for decoupled direct payments to avoid
being counted against the cap on trade-distorting support.
If our direct payments were counted as trade-distorting
support, the U.S. would be in violation of its cap. Because
the fruit and vegetable exclusion must be repealed, fruit
and vegetable growers are demanding some compensation
for giving up this protection. Specifically, they are asking
for more federal support for research and product promo-
tion for their commodities.

Historically the only part of animal agriculture that has
enjoyed federal support has been dairy. However, with the
high feed prices that have resulted from rapidly growing
consumption of corn in ethanol production, poultry and
livestock producers, particularly swine, expect to suffer
significant losses. This may well bring them into the farm
bill debate seeking some compensation
for the higher costs they are suffering as
a result of the nation’s attempt to increase
its energy independence by making
renewable fuels out of agricultural com-
modities. Therefore we may have more
commodities competing for a shrinking
pot of resources for farm programs.

The Bush Administration has also been
active in the 2007 Farm Bill debate. Sec-
retary of Agriculture Mike Johanns regu-
larly touts three criteria that the next farm
bill should address: equity, predictability
and WTO compliance. He never misses an opportunity to
emphasize that the producers of only five commodities re-
ceive 93 percent of all farm program payments or that over
60 percent of American agriculture receives no government
payments. He also emphasizes that exports are critical to
the future profitability of American agriculture, that our
farm programs must be in compliance with international
trade law, and that the current round of WTO trade negotia-
tions is important to future export performance. He argues
that, to achieve greater market access overseas and to get
the European Union to give up its export subsidies, we will
have to accept discipline on our trade-distorting forms of
support. In fact, in its WTO proposal, the Administration
offered to completely eliminate all forms of trade-distort-
ing domestic support over a 15-year period in exchange for
significant increases in access to foreign markets for our
agricultural products.*

New Directions?

Once the farm bill budget constraint is set in March, Con-
gress will have to address two fundamental philosophical
issues. First, how much of this support should go to farm-
ers as individuals and how much should be invested for
the greater good of agriculture and rural America in things
like agricultural research and rural infrastructure, such

as universal broadband internet access in rural America?
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1t is not clear how
American consumers
are likely to view the
trade-off between higher
food prices and reduced
dependence on
petroleum imports...

Second, of that part which flows to farmers as individuals,
how much should be linked to the production or prices of
specific commodities and how much should be allocated
by some other criterion, such as overall farm revenue.

The various proposals for new directions in U.S. farm
policy can be grouped under two central themes. The

first starts from the position that agriculture is an inher-
ently risky business due to the variability in crop yields
and commodity prices and that farmers need the federal
government to provide a safety net beyond that available
from income averaging, cash accounting, and the futures
market. There are several proposals circulating which
would establish some form of federally-subsidized farm
revenue insurance program. These proposals are built on
the premise that it is revenue, the product of yield times
price, not price or yield separately, that matters to a farmer.
The various proposals range from commodity-specific

to whole farm (i.e. all commodities) revenue insurance.
Some proposals would insure gross revenue and others,
net revenue. They would be funded from
what is being spent on some combina-
tion of marketing loans, loan deficiency
payments, counter-cyclical payments,
disaster payments and the crop insurance
program subsidy.

As part of the safety net the federal gov-
ernment provides to American farmers,
House Agriculture Committee Chairman
Collin Peterson has proposed a perma-
nent disaster program. Virtually every
year disaster strikes a significant geo-
graphic area somewhere in the country,
and Congress responds by passing an ad hoc disaster
assistance bill. Chairman Peterson notes that each year’s
disaster assistance bill gets loaded up like a Christmas
tree with authorizations to spend money on numerous
Congressmen’s pet projects that have nothing to do with
the disaster. He estimates that each year’s disaster bill
costs twice as much as goes to the farmers who suffered
the disaster. To avoid these annual ad hoc bills, he would
grant the Secretary of Agriculture permanent authority to
provide assistance to farmers in the areas impacted by the
real disaster.

The second central theme of the new proposals acknowl-
edges that farmers and ranchers are the stewards of about
half of the land surface of the United States and that this
provides important environmental services to the rest of
the American public for which they deserve to be compen-
sated. The focus of these proposals is generally on “work-
ing lands,” i.e. lands presently in agricultural production.’
Producers would receive some form of direct payments
linked to provision of conservation or environmental ser-
vices. For example, the European Union has moved much
of'its agricultural support away from trade-distorting forms
linked to the production or prices of specific commodities
and shifted it to acreage-based payments. Farmers receive
fixed payments per acre of land for which there is no link
to what’s grown of the land. There is, however, an aggres-



sive conservation cross-compliance provision that must be can agriculture in the last three decades. There are at least

satisfied to qualify for the payment. five reasons why a more fundamental change in U.S. farm
policy will occur this year:

With the great public interest in using renewable fuels

to reduce U.S. dependence on imported petroleum, there * The budget baseline will be significantly lower

will be an energy title in the 2007 Farm Bill. It will likely * More and more farm groups are questioning the
authorize significant increases in resources for research to value of extending current commodity programs,
accelerate development of technologies that allow ethanol * Many of the new participants in the debate are

to be economically produced from cellulosic feedstocks. contributing well articulated farm bill proposals,

It is less clear whether the 2007 Farm Bill will authorize * The WTO agricultural trade negotiations are limping
much increase in incentives to expand biofuels production back to life.

capacity. Animal agriculture is being adversely impacted * There are likely to be more WTO cases filed against
by the higher feed costs that have resulted from the growth our present commodity programs if we extend them
that has already occurred. Meat prices will have to rise, unchanged.

and after the higher ingredient costs have worked their way
through the rest of the food system, we are likely to see

higher food prices. It is not clear how American consumers 1 ProfessorRobertL.ThompsonholdstheGardnerChairinAgricultural

are likely to view the trade-off between higher food prices Policy at the University of lllinois at Urbana-Champaign.

and reduced dependence on petroleum imports, especially 5

when it becomes obvious that renewable fuels can reduce http.//www.washingtonpost.com/wp-dyn/content/linkset/2006/07/10/
our petroleum imports by at most a small percent. LI2006071000403.html

Conclusions 3htth/www.thechicaqocouncil.orq/taskforce details.php?taskforce _id=1
Until recently I have been saying that the commodity 4The U.S. offered to reduce the present cap on trade-distorting
programs in the next farm bill are likely to look a lot like ("amber box") support by 60 percent over five years, to be followed
those in the 2002 Farm Bill. With the makeup of the House by a five-year period for adjustment, and then full elimination of the

and Senate agriculture committees, this is probably still the restoveryears 11 to 15.

case. However, with the explosive growth in the agricul-
tural-commodity-based biofuels industry, we are the midst
of what may turn out to be the biggest shock to hit Ameri-

5 These proposals assume that the long-term Conservation Reserve
Program is addressing the needs related to fragile and erodible
soils.

Friends of the Chapter

As a “Friend of the Chapter” you will enjoy all the benefits of
the Illinois Chapter except voting rights. You will be listed as

We’re excited about our new membership a Friend of the Chapter in our membership directory, and will

offering — that might be right for you! receive the ISPFMRA Newsletter. You will qualify for discounted
member rates on all [llinois Chapter-sponsored courses, meetings

The Illinois Society of Farm Managers and and events. Friends of the Chapter also enjoy a strong networking

Rural Appraisers recently widened its net- connection to our organization and its members as we focus on

working focus by creating a new member- the business of agriculture.

ship category — “Friends of the Chapter”.

We invite anyone with an interest in our We enthusiastically encourage you, and everyone interested who

organization, but do not otherwise qualify does not manage or appraise Illinois farmland or provide agricul-

for membership (as practicing farm manag- tural consulting as a business, to come join us. We welcome you!

ers, rural appraisers, or agricultural consul-

tants) to join us! For further information visit www.ispfmra.org and click on the

“Friends of the Chapter” link.
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Continued Increases in Farmland Prices Are Foreseen

by: Gary Schnitkey, Ph. D.

and Rural Appraisers conducts an annual survey in

which it asks knowledgeable individuals to describe
aspects of the farmland market. The goal when conducting
the survey is to gain a better understanding of the fac-
tors impacting the farmland market. This year the survey
focused on 1) characteristics of sellers of farmland, 2)
characteristics of buyers of farmland, and 3) projections
for 2007. The following sections report results.

T he Illinois Society of Professional Farm Managers

Sellers of Farmland

Survey respondents were asked to divide sellers of farm-
land into six categories: active farmers, retired farmers,
estate sales, institutions, individual investors, and others.
Estate sales accounted for 40 percent of the sales and were,
by far, the largest category of sellers (see Figure 1). Estate
sales were followed by farmer, making up 24 percent of
sellers. Sixteen percent of those farmers were retired and 9
percent were active farmers. Individual investors account-
ed for 24 percent of the sellers, followed by institutions (7

Figure 1. Sellers of Farmland, lllinois, 2006.

Active farmers 9
Retired farmers 16
Estate sales 40
Institutions 7
Individuals 24

Others 4
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percent) and others (4 percent).

Survey respondents were asked to identify reasons why
farmland was sold. The major reason for selling farmland
was to settle estates, accounting for 43 percent of the
farmland sales (see Figure 2). “Receiving a good price for
farmland” was the next highest reason with 36 percent of
the sales. Remaining reasons were to re-orient investments
(8 percent), close-out undivided interest (5 percent), need
cash (4 percent), other (3 percent), and forced liquidation
(1 percent). Overall, most sales occurred to free up funds
for other uses and were not the result of financial stress.

Methods used for selling farmland included private treaty
(64 percent of sales), public auction (23 percent), multi-
parcel auction (7 percent), and sealed bid (5 percent).

Overall, percentages shown in figure 1 and 2 vary little
across years. For example, estate sales have made up the
largest category of sellers for the last several years of the
[llinois survey. Stability in these percentages is indicative
of a stable source of sellers of farmland resulting from
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Figure 2. Reasons for Selling Farmland, lllinois, 2006.

Settle estate

Need cash

Forced liquidation

Received a good price
Re-orient investment
Close-out undivided interest

Other
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changes in life stages. Generally, sellers either represent
estates or farmers and others coming to the end of a career.
In either of these cases, the number of sellers will not
change greatly over time as a result of changes in the farm-
land market. Rather, the major portion of sales will come
from a stable source that results in a relatively low number
of farmland sellers.

Buyers of Farmland

Survey respondents were asked to classify buyers into
categories as farmers, investors, institutions, or recre-
ational buyers. Farmers accounted for 51 percent of the
purchasers, with 38 percent being local farmers and 13
percent being relocating farmers (see Figure 3). Individual
investors who would not farm the land were the next larg-
est group. Non-local investors accounted for 14 percent of
the buyers and local investors accounted for 25 percent.
Individuals who were purchasing farmland for recreational
reasons accounted for 9 percent of the purchasers. Insti-

Figure 3. Type of Farmland Buyers, lllinois,
2006.

Local farmers 38
Relocating farmers 13
Non-local investors 25
Local investors 14
Institutions 1
Recreational buyers 9

Other |0
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tutions represent 1 percent of purchasers. Overall, most
buyers were individuals, accounting for close to 99 percent
of farmland buyers.



Overall, there has been a shift in buyers in 2006. Survey
respondents indicated that farmers represented 41 per-
cent of the buyers in 2005. This year, farmers make up 51
percent of the buyers, an increase of 10 percentage points.
The increase in farmer purchases came at the expense of
non-local investors, which decreased from 36 percent of
the buyers in 2005 down to 25 percent in 2006.

Survey respondents indicated that 43 percent of the buyers
used 1031 tax deferred exchange funds to buy farmland in
2006. While still a large portion of buyers, the percent of
1031 exchange buyers decreased in 2006. In 2005, survey
respondents indicated that 56 percent of buyers used 1031
exchange funds. Overall, the individuals purchasing farm-
land has switched away from 1031 buyer. More buyers
now are local farmers not using 1031 exchange funds.

Respondents indicated that 53 percent of buyers required
debt financing. This 53 percent is higher than last year’s
response of 38 percent. This indicates that more buyers re-
quired debt to purchase farmland, most likely as a result of
more of the buyers being farmers. Of the buyers using debt
financing, respondents indicated that 55 percent obtained
funds from Farm Credit Services, 35 percent from banks,
and 10 percent from other sources.

Expectations for 2007 and Beyond

Survey respondents were asked to indicate whether they
expected farmland prices to increase during 2007. Overall,
respondents were bullish on farmland prices. Eighty-three
percent of survey respondents believed that farmland
prices will increase during 2007, with 28 percent believing
that prices would increase by over 6 percent (see Figure 4).
A minority of respondents believed that farmland prices
will decrease, with 14 percent believing that the decrease

Figure 4. Expected Change in Farmland Price During 2007,

lllinois.
Increase more than 10% 6
Increase between 6 and 10% 22
Increase between 0 and 5% 55
Decrease between 0 and 5% 14

Decrease between 6 and 10% 3

Decrease more than 10% |0
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will be between 0 and 5 percent, and 3 percent believing
the decrease will be between 6 and 10 percent. Overall,
Society members are more bullish on farmland prices in
2007 than in 2006. Compared to last year’s survey, more
respondents expect farmland prices to rise during 2007
than did the respondents for the 2006 year.

Much of the reason for higher price expectations is higher

commodity prices. Even though commodity prices did not
increase until relatively late in 2006, survey respondents

Figure 5. Impact of Commodity Price Increases on 2006
Farmland Prices, lllinois.

Increased significantly 9
Increased slightly 64
No impact 27
Decreased slightly |0

Decreased significantly |0
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believed that the higher commodity prices had an impact
on 2006 prices, with 65 percent indicating that higher
commodity prices increased farmland prices slightly and 9
percent indicating that higher commodity prices increased
prices significantly (see Figure 5). Overall, higher com-
modity prices likely would have had more of an impact if
they had occurred earlier in 2006.

Going forward, commodity prices likely will have more
of an impact on farmland prices. Survey respondents were
asked how much land prices would increase in 2007 if
corn prices remained above $3.00 per bu. Respondents
indicated that farmland prices would increase by an aver-
age of $317 if corn price remain above $3.00 per bu.
Survey respondents were asked to estimate land prices in
2010 given than corn prices remained above $3.00 per bu
or if they returned to their historical level of $2.40 per bu.
Survey respondents indicated that farmland prices would
be an average of 24 percent higher in 2010 if corn prices
remain above $3.00 per bu.

Summary

Shifts in buyers of farmland occurred in 2006. More
buyers were farmers while fewer buyers were non-local
investors. Moreover, the number of buyers using 1031
exchange funds decreased. These trends are indicative of a
softening of the demand for real estate for development. In
past years, sellers of land used in development often have
purchased farmland elsewhere. The number of these buy-
ers has decreased. Picking up the slack have been farmers
who have entered the farmland market buoyed by higher
commodity prices.

Society members are bullish on farmland prices in 2007.
This replaces a somewhat more conservative mood during
the first parts of 2006. There was some concern that land
prices may have reached a plateau as demands for land for
development cooled. This plateau may not occur because
of higher commodity prices. If commodity prices remain
above historical levels, continued increases in farmland
prices could be seen over the next several years.
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Cash Rents Increasing in lllinois

by: Gary Schnitkey, Ph. D.

and Rural Appraisers conducts an annual survey

concerning farmland leasing in Illinois. This year’s
survey was conducted against a backdrop of higher corn
and soybean prices resulting from an increase in demand
for bio-fuels. Increases in commodity prices potentially
lead to higher returns to farmland. For landlords in cash
rental arrangements to share in these increasing returns,
cash rents must increase. Survey results suggests that these
rents are increasing.

T he Illinois Society of Professional Farm Managers

Increases in Cash Rents

Table 1 shows per acre cash rents for the 2007 crop year.
Average cash rents are broken out by four different land
quality classes: excellent, good, average, and fair quality
(see the front of this booklet for the definition of the differ-
ent land quality categories). Society members were asked
to divide out cash rents by the high 1/3, mid 1/3, and low
1/3 of cash leases.

Table1. Per Acre Cash Rents for Top 1/3, Mid 1/3 and Low 1/3
Cash Rent Leases by Land Quiality, 2007

Land Quality
Least Type Excellent Good  Average  Fair
$ per acre
High 1/3 212 187 163 136
Mid 1/3 183 164 144 120
Low 1/3 157 140 122 102

As can be seen in Table 1, there is a great deal of vari-
ability in cash rents for a given land productivity. For
example, the average cash rent for the mid 1/3 group on
excellent quality farmland was $183 per acre (see Table 2).
The high 1/3 of leases, however, averaged $212 per acre,
$29 higher than the mid 1/3 group. Similarly, the low 1/3
group averaged $157 per acre, $26 lower than the mid 1/3
group. From the high 1/3 group to the low 1/3 group, there
is a $55 per acre difference in average rents. Similar ranges
exist across good ($47 from the high 1/3 to low 1/3 averag-
es), average ($41 per acre), and low ($33 per acre) quality
farmland classes.

Rents for 2007 shown in Table 1 are considerably higher
than 2006 cash rents. In 2006, the average cash rent for
the mid 1/3 group with excellent quality farmland was
$170 per acre, $13 below the 2007 average of $183 per
acre. Similarly, the rent for the mid 1/3 group in 2007 was
$14 than in 2006 for good quality farmland ($164 in 2007
compared to $150 in 2006), $14 per acre higher for aver-
age quality farmland ($144 in 2007 compared to $130 in
2006), and $10 higher for the fair quality group ($120 in
2007 compared to $110 in 2006). Overall, rents increased
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between 8 and 11 percent between 2006 and 2007.

Society members expect cash rent increase to continue
into 2008. In 2008, Society members expect cash rents

on excellent quality farmland to increase to $218 per acre
(see Table 2), and increase of about $35 over 2007 levels.
Good quality farmland is expected to have a cash rent of
$191 per acre, $27 higher than the 2007 average. Expected
rent for fair quality farmland is $167 per acre, $23 higher
than the 2007 average. And expected rent for fair quality
farmland is $140 per acre, $20 higher than in 2007.

Table 2 Expected Rents in 2008

Land Quality S per Acre
Excellent 218
Good 191

Average 167

Fair 140

A continuation of above average prices into 2009 will lead
to increases in cash rents into 2009. Overall, Society mem-
bers expect cash rents to increase by an average of $17 in
2009 compared to 2008.

Higher cash rents are based on commodity prices that are
above historical averages. Respondents were asked to indi-
cate their expectations for corn and soybean prices through
2009. They expect corn prices to be $3.44 in 2007, $3.28
in 2008, and $3.08 in 2009 (see Table 3).

These expectations compare to an average corn price of
$2.40 over the past 30 years. Society members indicate
that they expect soybean prices to average $6.99 in 2007,
$6.96 in 2008, and $6.77 in 2009. Soybean prices have
averaged near $6.00 over the past 30 years.

Table 3 Average Commodity Prices
Expected by lllinois Society Members

Year Corn Soybeans
2007 $3.44 $6.99
2008 3.28 6.96
2009 3.08 6.77

Besides increasing cash rents, Society members expect
to see a continuation of the movement away from cash
rent leases (see Figure 1). As a result of higher commod-
ity prices, use of share rent leases is expected to decline.
At the same time, use of cash rent, modified crop share,
modified cash rent, and custom farming arrangements are
expected to increase.

2007 Incomes Increase

Survey respondents were asked to estimate average in-
comes landlords received from alternative leases in 2006.
Average incomes equaled gross revenue less all expenses,



Figure 1. Changes in Lease Types
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including a deduction for property tax. Alternative leases
are:

1. share rent leases — landlord and farmer share in
crop revenues and crop expenses,

2. cashrent leases — farmer pay the landlord a fee
for the farmland. The farmer receives all crop
revenue and pays all crop expenses.

3. custom farming arrangements — landlord pays the
farmer for performing field operations. The land-
lord receives all crop revenue and pays all crop
expenses.

Net incomes for 2006 are reported in Table 4 for four dif-
ferent land qualities: excellent, good, average, and fair.
Across all land qualities, cash rent leases had higher net
incomes than traditional crop share leases. For excellent
quality farmland, for example, net income averaged $154
per acre for cash rent compared to $130 for crop share, a
difference of $24 per acre. Differences between cash rent
and crop share across all land qualities were over $25 per
acre: $25 for good quality farmland ($135 cash rent - $110
crop share), $25 for average quality farmland, and $25 for
fair quality farmland.

Table 4. Per Acre Farm Income that Landlords Receive
for Different Lease Types and Land Quialities, 2006

Land Quality
Lease Type Excellent Good Average far
$ per acre
Traditional crop share 130 114 95 B
Cash rent 154 136 119 109
Custom farming 171 150 137 117

Custom farming arrangements had the highest returns for
landlords in 2006. For example, net income for custom
farming was $171 per acre for excellent quality farmland,
$17 higher than net income from cash rental arrangements.
Custom farming returns likely were higher in 2007 due

to the increase in commodity prices toward the end of the
crop growing year.

Overall, net incomes were higher in 2006 than in 2005.
Crop share returns were, on average, 11 percent higher

in 2006 than in 2005. Custom farming returns were 8
percent higher in 2006 than in 2005. Cash rental incomes
increased slightly in 2006 compared to 2005. Both share-
rental and custom farming arrangement incomes were
higher because of higher commodity price during the later
part of 2006.

Other Survey Findings

Other survey findings include:
* Most Society members indicated that Farm Service
Agency (FSA) regulations concerning the splitting of
commodity payments inhibit use of variable cash rent
arrangements. Currently, FSA technically requires
splitting of commodity payments under a variable cash
rent arrangements. Twenty-three percent of respon-
dents indicated that these regulations decreased sub-
stantially the use of variable cash rent while another
57 percent indicated that those regulations decreased
somewhat the use of variable cash rents.
* Society members indicate that about 18 percent of
cash rent leases are put out for bid at renewal.
* Society members indicated that 12.5 percent of the
leases for the 2007 production year were negotiated
during summer 2006, 37.5 percent during fall 2006,
and 50 percent during winter 2007.
* Most newly negotiated cash rent leases for 2007
have either a one- or two-year term. Society members
appear to be reducing lease length to see what will
happen to commodity prices.
* The typical charge for improved pasture is $41 per
acre.
* The average net income from hunting leases is $26
per acre.

Summary

Changes in the farmland rental markets are occurring as

a result of higher prices resulting from the demand for
bio-fuels. Higher commodity prices may cause farmland
returns to increase substantially. As a result, cash rents will
increase if higher commodity prices persist into the future.
There were relatively modest increases in cash rents
between 2006 and 2007. According to survey responses,
continued relatively high commodity prices will result in
more substantial increases in cash rents for the 2008 crop
year. Further increases likely will occur in the following
year as well.
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About the
lllinois Society

In 1928, sixteen men met at the University

of Illinois and officially organized the first
professional farm management organization
in the United States. Following that meeting,
members agreed that this organization would
benefit from broader objectives and territory
— a national organization. In 1929, the Ameri-
can Society of Farm Managers was founded
to instill professional ideals and standards in
farm management. In 1936, the organization
was expanded to include rural appraisers who
specialized in determining the value of farms
and other rural properties.

The ISPFMRA is the largest of the 37 chapters
of the American Society of Farm Managers
and Rural Appraisers (ASFMRA). The Society
is the premiere organization for professionals
who provide management, consultation, and
valuation services on rural and agricultural
assets. The ASFMRA has grown to include
nearly 2,500 members with membership and
chapters throughout the United States, Mexi-
co, and Canada.

The common thread that unites the National
membership and individuals in the Illinois
Chapter is the respect of, and service to, agri-
culture in rural North America. Collectively,
ASFMRA members:

» manage more that 25 million acres of farm
and ranch land for absentee owners, banks,
and trusts;

» complete more than 175,000 appraisals a
year on more than 30 million acres of land.

Profitable agricultural production requires

an intimate understanding of farmland, the
single most valuable input of most agricultural
enterprises. Understanding the complexities of
agricultural production and marketing to meet
the challenges of the twenty-first century is

a job for specialists. Members of the Illinois
Society of Professional Farm Mangers and
Rural Appraisers (ISPFMRA) are specialists
who dedicate their efforts to acquiring and en-
riching their knowledge and skills in order to
provide the highest quality agricultural man-
agement, appraisal, and consulting services.
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Accreditation -
The Professional Pinnacle

ISPFMRA accredited members lead today’s agribusiness

by meeting the complex needs of agriculture’s changing
environment. Our professionals offer expertise in biotechnology,
environmental issues, changing technology, land, property, and
business valuation, market trends, and governmental involvement
and regulations. Understanding and treating the land with respect
is more than our job; it’s our passion. Those who have earned
their professional designation proudly display a high level of
competence and ethical fitness for the appraisal, consulting, and
management professions.

Attaining a designation from the ASFMRA recognizes dedication
to professional and personal growth. The accredited membership
is a growing network of achievers. This network of professionals
is called on for advice and the exchange of information.
Individuals in this network are also called upon when a client
needs an ethical, highly qualified professional to do the job.

AAC - Accredited Agricultural
Consultant

Consulting is the fastest growing field in agriculture. The role of
agricultural consultants is becoming more and more critical as
agriculture enters the fast paced era of consolidation, technology,
specialization, mergers, and reformation. Accredited Agricultural
Consultants (AAC) trained in the delivery of their consulting
expertise to the market and in the management of their consulting
business have set themselves apart from the competition by earn-
ing an AAC (Accredited Agricultural Consultant) designation.

AACs provide the highest quality management consulting service
to rural America. The agricultural consultant advises clients on
business decisions about the current operation of, and future op-
portunities for, the client’s enterprise.

With technology changing so rapidly, consultants provide spe-
cialized knowledge to business operators, enabling them to keep
up with changes and developments needed to adapt and remain
profitable.

The consultant values honesty and fair dealing in a manner that
promotes the interest of his/her client, employees, and sharehold-
ers. The AAC designation ensures that service is delivered with
the highest standards, integrity and quality.



AFM - Accredited Farm Manager

Management of agricultural enterprises and rural properties
demands a qualified expert who understands the complexity and
intricacy of today’s environment. The AFM understands the need
for efficient production and profitable marketing, and is focused
on procedures, analysis, critical thinking, and innovation.

An AFM possesses the skills, experience, and education to
provide land investment analysis and management of day-to-day
operations for ag enterprises. The AFM designation is available
only through the ASFMRA and is awarded to those individuals
who demonstrate experience and complete a rigorous education
program to enhance professional skills and knowledge of land
management and production agriculture.

ARA - Accredited Rural Appraiser

Appraisals of agricultural enterprises and rural properties demand
qualified experts who understand the complexity and intricacy of
modern agriculture and today’s rural environment.

The comprehensive appraisal service you receive from an ARA
is your assurance of a superior valuation for your agricultural
enterprises or rural properties. While many ARAs are state-certi-
fied, the experience and education required to become an ARA
are significantly more stringent than that required for state certi-
fication, which makes an ARA the expert in the valuation of rural
properties.

The AFM:

Has specialized expertise to keep an opera-
tion profitable and sustainable

Practices sound business to manage pro-
duction inputs to improve margins

Has an understanding of environmental
issues for compliance with governmental
regulations

Has the knowledge of governmental activi-
ties that effect agriculture including taxa-
tion, regulations, legislation, and subsidies

The ARA:

Has Expertise in the appraisal of rural and
agricultural property

Is educated and experienced in the explora-
tion of soil, water quality and availability,
crop potential and improvements to esti-
mate value of land

Adheres to the requirements of the Uniform
Standards of Professional Appraisal Prac-
tice (USPAP)

Has a network of agribusiness professionals
to share information and practices with

RPRA - Real Property Review Appraiser

The complexity of today’s financial and legal environments
demand expertise for appraisal review services. The RPRA (Real
Property Review Appraiser) is uniquely educated, understands
the changing face of the appraisal industry, and can ensure that an
appraisal is in compliance with regulations and requirements. The
RPRA’s appraisal review provides a superior evaluation for all
types of enterprises and properties.

The RPRA signifies the highest level of expertise in the review
appraisal process. The RPRAs advanced expertise ensures accu-
racy for clients needing appraisal reviews of complex properties
or situations. An RPRA adheres to the requirements of the Uni-
form Standards of Professional Appraisal Practice (USPAP) and
has additional expertise exceeding state certification and licensing
requirements.

The RPRA:

Provides focus and knowledge in appraisal
review

Is educated and trained to provide an ex-
pert opinion of appraisals

Can determine if appraisals comply with
government regulations and requirements
Networks with colleagues for assistance
when unusual or special circumstances
arise
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