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Tenancy Can Pay

TENANT-OPERATED farms and ranches can be very satisfactory.
Tenants can conserve the land and other agricultural resources of
a rural community as much as farm owners. But to accomplish this
result there must be a better understanding and relationship between
tenants, landlords, and society. Such can be provided for and safe-
guarded by adequate and fair leasing arrangements.

Contrary to what has been the popular belief, farm tenancy may
be a good thing for an area and its people. Tenancy is a way in which
capital and labor can be brought together to the benefit of agriculture.
This is comparable to the way capital and labor have worked together
for years to develop and protect industry.

Today, young farmers can'afford to let some one else invest money
in land and improvements at 5 percent or less. Then the young man
can invest his own limited capital in such things as operating ex-
penses, equipment, livestock, and feed. To use his money for these
items will give him a larger return on his limited capital.

Efficiently managed, well improved, and adequately financed ten-
ant-operated farming units are to be desired over inefficiently man-
aged, poorly equipped, poorly improved, and under-financed owner-
operated units. Present inflated real estate prices and the high rate
of tax on income, make it almost impossible for an operator without
capital, no matter how efficient he may be, to become the owner of
a farm or ranch. But an experienced and capable tenant can become
a valuable asset to any community.



Success Depends on You

MUCH of the success of a lease is up to you—whether you are
land owner or tenant. ]
No matter how complete or equitable a lease or lease form may
be in terms and provisions, it cannot insure satisfactory relationships
or conditions between owner, operator, land, and society.

Honesty of Parties Essential

A lease can set forth provisions for you to consider and comply
with before satisfactory conditions exist. But the honesty and in-
tegrity of all parties to the lease determine how well the parties will
comply with and be satisfield with the agreement.

A good lease cannot insure that the parties to it will be honest.
Neither will it insure that the parties will do their utmost to promote
sound agricultural practices for conserving the land and other farm
resources for the future generations of our growing and advancing
society.

To insure that the leasing arrangements will be satisfactory, the
landlord should make sure his tenant is honest and reliable. And the
tenant should do the same with his landlord. There is no substitute
in law, agreements, or legal provisions for these qualities. Once
there are disagreements, arbitration or law cannot solve them to the
satisfaction of both parties.

Land Owner Obligated to Society

Every farm or ranch is the property of the owner to do with as he
and his agents desire if their acts do not harm or damage someone
else’s property. Every farm and ranch or piece of land also is either an
asset or liability to its community, county, state, and nation. This
depends on the use to which the land is put.

Even so, every citizen, whether living on a farm or in the city,
has an interest in all exhaustible natural resources, including privately
owned land.

The legal owner then is morally obligated to see that operations
on his land do not damage other adjacent areas. He also must see
that someone conserves its natural productivity for future generations.

Although a land owner holds legal title to land, he doesn’t have
the moral right knowingly to ruin it for future use. He is in a sense
the guardian of the land, holding it in trust for humanity.-

It is essential to a good lease that both the owner and the renter

know the productive limits of the operating unit to be leased. They
also must know about what income can be expected from it. That
income is to be produced without decreasing the future productivity
of the land; without causing a more than normal loss in the number of,
or usefulness of, its improvements.
. Every farm must have the potential to produce the income
needed from it by the operator and owner without drawing on its
capital stock. Lease forms that promote satisfactory tenancy empha-
size provisions to prevent mining of the land or depletion of produc-
tivity. They also guard against unnecessary depreciation or destruc-
tion'of permanent improvements.

Agreements Should Be Written

It is also essential to a satisfactory lease agreement that both
landlord and tenant have a clear understanding of what each is to do,
receive, and contribute.

All desires, intentions, agreements, promises, and provisions rela-
tive to the lease should be in writing. They should always be in-
cluded as a part of the signed agreement. However, many things will
be unforeseen when you sign the agreement and will come up during
the time the lease is in force.

Many of these unforeseen situations will not be covered in writing
in the lease. Therefore, it is easy to see the need for good, whole-
some, satisfactory relationships between landlord and tenant. Basic
honesty and integrity of all parties to the lease must be present. The
spirit of the lease is many times more important than the specific
written provisions.

In many instances the tenant could make a larger farm income
while he conserves the soil and improves its productivity. To do
this, however, he would need a guarantee of longer occupation and
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fair pay at the end of the lease for the unused value of improvements
he had made to land, buildings, fences, and structures.

If, however, a tenant is to be permitted to use his initiative and
to be given more responsibility in the operation of the farm, the land-
lord then must exercise more care in the selection of his tenant.

A lease form is essential only as a guide. It can set forth clearly
in writing and in an orderly sequence the duties, rights, and responsi-
bilities of each party to the agreement. There must be a mutual
understanding in writing for reference on how the unit is to be operat-
ed and income divided. Such measures will decrease to a minimum
future misunderstandings by the present parties or their heirs.

When farming and ranching operations vary from area to area,
unit to unit, and with no two alike as they exist in Wyoming, it is
essential for a lease form to be specific. Provisions must be under-
stood clearly and still be general enough and flexible enough for use

Get Advance Legal Advice

When you plan to enter into a contract with another party, have
all leases, contracts, and agreements drawn by an attorney.

The lease should be completed in the presence of all parties to it.
It should be signed only after it is thoroughly discussed paragraph by
paragraph, making sure that the spirit as well as the letter is under-
stood in all its specific provisions and implications.

The statements in the printed lease must be amended and changed by
lining out parts and writing in statements so the final lease provides exactly
what both parties want and intend.

The “Wyoming Farm and Ranch Lease” can be used if rent con-
sists of crop share, cash, livestock share, or any combination of
methods. It also provides a table for determining the rental to be
paid—whether in crops, livestock, or in cash—in proportion to the
investment and risk taken by the several parties to the lease.

Good Records Essential to Lease

A lease becomes more satisfactory if it is supported by a complete
set of farm or ranch records. Records should include a beginning and

—

closing inventory to show what is owned by the tenant and what is
owned by the landlord. Records should include a crop and livestock
production table and the disposition of what was produced—whether
sold, fed on farm or ranch, or put in breeding herd and so on. Rec-
ords also should include all cash transactions and show whether pay-
ments were made by tenant or landlord.

Such records are especially necessary if the method of determin-
ing the rental is based upon the amount contributed by each party to
the lease.

Father-and-Son Lease

The “Wyoming Farm and Ranch Lease” may be used for a father-
and-son agreement on either a farm or livestock ranch. To determine
the division of income between father and son, use the investment
table in Paragraph 3 of the lease. Support it by farm records.

Under this rental agreement, as more and more of the farm or
ranch or its livestock is owned by the son, he automatically gets more
and more of the income. Under this arrangement, if the father wishes,
the son eventually could become full owner of the unit.

Provisions of Lease

Section I, Description and Location of Farm or Ranch: For legal
reasons it is necessary to have the description and location of the
operating unit as a part of the lease. This section should be supple-
mented by a map of the unit as provided for in Schedule B. A complete
description with a map clearly defines the property under contract.
It may be the means of preventing trouble and misunderstanding with
the operators of adjoining properties as well as with parties to the
lease.

Section II, Duration of Lease: For legal reasons and as a guide to
the parties to the lease, it is necessary to set forth the period the lease
is to run. Include exact date of starting and ending of the lease and,
if desired, the means by which it can be terminated or continued.

If storage space is to be used for grain or other produce under
contract to the government or a third party, make provisions for its
use beyond the period of the lease.



Section III, Amount of Rental: This section of the “Wyoming
Farm and Ranch Lease,” contains provisions for recording payment
of rent on a cash basis, Paragraph 1; on a crop-share basis, Paragraph
2: or for calculating and paying the rent on the basis and in propor-
- tion to the investment made by the tenant and landlord to the entire
farming or ranching operation, Paragraph 3. Of course, you can
adopt various combinations of these three plans. For example, one
may want to pay cash rent for the grazing or pasture land either on a
per-acre basis or animal-unit-per-month-grazed basis and pay crop
share for the cultivated crop land.

Better still, parties to the lease may desire to use Paragraph 3
and divide the total farm income, whether from crops or livestock or
both. They would do this in accordance with and in proportion to the
investment by each party to the total investment in the farming or
ranching operation.

The part of the lease making provisions for the division of the
farm or ranch income causes the most trouble. It creates most of
the trouble and disagreement when the lease is being drawn, and is
especially susceptible to misunderstanding, disagreement, and criti-
cism at the termination of the lease.

Usually the tenant determines about how much rent he can afford
to pay for the place. Then he tries to get it for as much less as he
can. In a similar manner the landlord decides how much rent he
should get to break even on his investment and then tries through
the provisions in the lease to get as much more as he can.

Usually dissatisfaction results on the part of one or the other and
often on the part of both. This situation is the chief cause of the
large turnover in tenants each year.

Much of this dissatisfaction and change in tenants can be elimi-
nated by using Paragraph 3 in the lease to determine the equitable
division of farm or ranch income.

Such an arrangement for the division of farm and ranch income
simplifies leasing; it assures each party to the lease that the division
of income from the enterprise will be on a basis of honesty and fair-
ness.

Paragraph 3 is especially useful when there are two or more
landlords or tenants or when the lease agreement is between father or
son or when breeding herds of livestock are leased.

The following example may be used as a guide to see just how
you can use the costs of operation to determine the correct division
of income in accordance with the investment by each party.

Example

INVESTMENT TABLE (to be used as a guide when using Par, 3, Sec. III)

! |
‘Landlord !: Total
| !

Inventory H Tenant

Land, 250 acres-of farx-x{i-ng‘lanci_;t $200 per
acre, $50,000 @ 4% -

Land, 1280 acres of grazing land @ $10 per
acre, $12,800 @ 4%

Buildings, fences, etc., $6,000 @ 4%

“$;[.l|32,000’A0_M000;>

|
i

| [}
‘l_sgiooli 512/00
[ 240l00]  240/00

Machinery and equipment, $9250 @ 6% ||__255/00]  30000{ 55500
200 head of Hereford cows @ $250 @ 6% I| 1,200100]| 1,800i00]i3,00000
Operating capital in bank, $7,500 @ 6% ~||_300{00]|__15000j| _ 450]00
Building and fence repairs B Il solooll _200j00]|  250]00
Taxes on personal property B ‘740|0_0[ 360(00/  600[00
Taxes on land and buildings ) I|__680{00]]  680/00
Water assessments - |l 400{oo]| | Il 400[00
Expenses , “ ‘
Hired Labor - - i|_2,400/00]] {1l _2,40000
Feed concentrates i L 90joojj | | goloo
Insurance - I 2500 5000]  75l00
Seed - - ~ii__1oojoo| [l 100j00
Machinery repair and hire [ 85]00] I 85|00
Fuel and oil | 500/00 I
Fertilizer - - | L,20000]] 1,200[00
Miscellaneous . 250/00] | I 250000
|
Non-cash Expenses ' '
Depreciation on buildings and improvements || |~|[~1%_06|I 180}00
Depreciation on machinery [ 425/00] 50000l 925/00
Tenants, labor, -and management Ii_3,800]00]| | 3,600]00

Totath_mtributed by both parties
Fractional part coniributed by tenant and
landlord

Division in percent to nearest multiple of five || 55% || 45% | 100%

'11$9,920/00/($8,172{00]/$18,092[00

I 9920 I

8172 || 18092

|| 18092 || 18092 || 18092
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The division of income in this example, whether in crops or cash,
is 45 percent to the landlord and 55 percent to the tenant. This per-
centage will be different for each lease, as no two farms will be leased
under the same arrangement or ownership. If a loss is to be sustained,
it would be necessary fer the parties to the lease to pay it in the same
proporticn as they would have divided the income.

In a father-and-son lease, it is desirable to have the son assume
each year more and more of the ownership, initiative, and responsi-
bility of the management of the farming or ranching unit. This
agreement, as provided in Paragraph 3, permits the son to take over
more and more of the investment and management. His share of
the farm or ranch income increases accordingly.

Under this system, it will be necessary to keep records of inven-
tory, production, and cash transactions. Such items as inventory
values, depreciation of inventory, tenant’s salary, and interest charges
must be agreed upon mutually. Other items such as cash expenses
or receipts are exact amounts.

Grades and ages of livestock should be kept up or accounted for
in the depreciation account. Adjustments should be made annually
for any damage or change in cwnership, salary, interest, or value of
inventory.

This section on division of income should be specific. Take care
to line out parts that do not apply and to write in desired statements
and provisions that do not now appear in the printed form.

Section IV, Systems of Operating the Ranch or Farm: The system
of operating is first set forth in general terms. Provision also has
been made in this section for handling government control programs.
Schedules B & C, if used, become a part of this section and make
specific provisions for operating the land and crops.

Complete these schedules only after much thought and study. If,
for any reason, there is doubt concerning the value of these schedules

*
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or how they are to be filled out, confer with your County Agricultural
Agent.

These two schedules, when properly completed and understood,
will do much to provide for and encourage better land management,
including such things as soil conservation and fertility improvement.

Schedule B is a map of the farm showing the various fields and
acreages. Schedule C is the crop rotation and management plan for
the various crops and fields. Completion of these schedules will do
much to conserve and improve the soil and to give the operator a
management plan that will increase production and reduce labor and
equipment costs per unit produced. Completion of schedules en-
courages good management planning in advance of starting actual
operations.

Section V and VI, Duties of Tenant and Landlord: These sections
are important in setting forth concisely what each party promises he
will do. Study them carefully to be sure you understand the pro-
visions and implications. If they are not acceptable as stated or do
not apply to the particular unit to be leased, they should be amended
or lined out.

If provisions not included are desired, they should be written in
at the bottom of the appropriate section.

Payments for residual value of improvements made, fertilizer
applied, etc., should be considered and calculated carefully. These
provisions will do much to encourage tenants to make improvements
to land and facilities.

Section VII, Remedies: This is an important section. Study it
fully, and make amendments, deletions, or additions if desired.

It is your lease. With the advice and help of your attorney,
banker, and county agent, it should provide for all the things you
want in your lease.

Be sure your lease is dated and signed. This is a legal re-
quirement. Then, be sure each party to the lease gets a copy.

*
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INVENTORY RECORDS—SCHEDULE A, FROM SECTION IV, PARAGRAPH 3, OF LEASE

To be used if income is divided according to contribution of each party

i Value Beginnin Depreciation Value at End
Inventory of Property ! Year [ of Year g Durmg Year _ of Year ‘
Under Lease ‘ Purchased !| Landlord ’ Tenant ‘ Landlord Tenant Landlord Tenant |
| Owned Owned Owned | Owned Owned Owned ]
Land: H N A r, ’ ’ I ' !
| 1
o | I
|
B ] |
— o |
Fence; |
_ i B
|
|
P . —— -
Buildings: [
ik _ _ . _
I |
. | - N .
‘I ‘ | o
B I B - - i | |

E.g. Seed, Feed, Fertilizer, il
Other: Fall Plowed or Seeded ||

Machinery & Equipment:
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INVENTORY RECORD—SCHEDULE A—(Continued)

Inventory of Property ‘ Year . Valu:fB{;gI;nin £ gﬁgil:;i%i:;- Val:)lfeﬁ?;af nd |
Under Lease Purchased H Landlord Tenant | Landlord B Ten;nt _Landloa i Enant_
= - Owned Ow_rﬂl | ~ Owned __Owged __Owned 0 Owned |
Ma(_:lHry & Equipment: ” ) ” * R _!_$ - “l ’ IE_$ _H i o !$_ _ HI — — R
) | I I N R !I
S o !7 | # . _! o lll_ S
N N E— — -
I | | I .
S _|i -
. ! 1‘5 _!'l I —il— o
Livestock ’ | } | i : i i i i l — —
I | | | I
- - i i | _! . Hi o
- - I e
1} | | I | | | |
| | | | | | |
I e ~
- I N N R
I - | i SN
B E——
o i I | I | # . )
| 1 - | | S
| - ] -
— B — —
I | | | |
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(From Section IV, Paragraph 2)
CROPPING PLAN

SCHEDULE C

CROP ROTATION TABLE

(To be Used if Desired by Tenant or Landlord)

Field Number

19 ..

19

19

19 .

13

14

15

16
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Remember These Points

Tenancy can pay.

Success depends on you.

Honesty of parties is essential.

Land owner is obligated to society.
Agreements should be in writing.

Get advance legal advice.

Good records are essential to a lease.

Lease can be used for father-and-son agree-
ments.



Consult Your County Agent

You can obtain assistance with farm or ranch problems by consulting your
county agricultural agent. Offices are as follow:

Counry LocaTioN oF OFFICE TELEPHONE
Albany................ County Courthouse (P. O. Box 609) Laramie............ 3118
Big Horn............. County Courthouse, Basin................cccooiinn, 135
Campbell............. Old Grade School Building, Gillette................cccooonce. 45
Carbon................. County Courthouse, Rawlins...............ccoooooicin, 4
Converse.............. County Courthouse, Douglas.....................cccoooinin 8R
Crook................. SURAANCE. ... ceoeeeeenenereee et 29
F {Post Office Bldg., Room 226-28, Lander..................... 143

remont............

P. O. Box 887, Riverton..........c.cooevvecievencniieveeenne 144
Goshen................ Post Office Building, Torrington..........c.c.cccococvvinnines 269
Hot Springs......... County Courthouse, Thermopolis............c.c.cccccooinn. 37
Johnson............... P. 0. Box 351, Buffalo (P. O. Bldg.)..........cccocoervenn. 306
Laramie............... City and County Bldg., Room 403, Cheyenne.............. 5.5222
Lincoln............... Bank Building, Afton............ccccooeriiiniiinice 20
Natrona............... City and County Bldg., Room 237, Casper................. 277
Niobrara............., County Courthouse, Lusk................ ..o, 13
Park .. {County Courthouse, Cody...........cccccoviiiniiiciiinnns 138-W

Post Office Bldg., Powell.................cocoii 108
Platte................... Post Office Bldg., Wheatland.....................cooo 168
Sheridan.............. P. O. Box 886, Sheridan (County Courthouse)............ 361
Sublette............... County Courthouse, Pinedale.................c, 3
Sweetwater.......... 213 Broadway, Rock Springs.............ccccccoooiiiiinnn. 431
Uinta..........c........ Federal Building, Evanston................................ 179-M
Washakie............. County Courthouse, Worland........................ 201



