Course:
01.411 Agricultural Business and Management

Unit 11:
Agriculture Law 
Lesson 3:
Lease and Leasing

QCC:
65, 67, 71, 73, 75, 78
Objectives: 

1.
Recognize types of leases.

2.
Identify the elements of a lease.

3.
Develop a lease agreement.

Teaching Time:
2 hours
References:

Farm and Ranch Business Management, Deere and Company, Moline, IL.   ISBN# 0-86691-167-7.

Farm and Ranch Business Management, Deere and Company, Moline, IL.  ISBN# 0-86691-135-9.

Farm and Ranch Business Management Study Guide, Deere and Company, Moline, IL.
Materials and Equipment:  
Guest Speaker

Teaching Procedure

Introduction and Mental Set
Ask students to define a lease?  A lease agreement?  Most will not be able to define the term lease or lease agreement.  

Explain that a lease is a legal agreement (business agreement) between two parties.

Ask students if they or their parents have ever entered into a lease agreement?  Possible answers will include: farm land lease, equipment lease, or automobile lease.

Discussion




1.
Most common types of leases 
A. 
Cash lease - a farmer may use a cash lease when he is in need of pasture to graze cattle on or in need for additional crop acreage.  Normally, a fixed price per acre is agreed on with this agreement.

B. 
Share lease - a share lease is mostly used by people entering into farming who do not have much equipment or capital.  The landowner owner provides property, management skill and a percentage of cost.  The tenant provides labor, a willingness to learn, and a percentage of the cost.  This type of lease is a great opportunity for young people who want to learn about raising crops or livestock.

· Livestock share lease

· Crop share lease - the most common lease arrangement.

C. 
Manager Operator or Partnership Leases - In this type of lease, an agreement is reached where the landowner and tenant specify what each will provide, how the returns will be divided.  The landowner usually provides capital, and the manager provides labor. 

D. 
Machinery Lease - In agriculture, equipment and machinery are a necessity.  However, with operating expenses rising, some farmers are leasing the larger equipment (i.e., combines).  There are two types of machinery leases:

· Financial lease - with this type of lease, the machine must be used for at least one harvest.  He then has an option to return the machine or buy it 

· Operating lease - with this type of lease, the machine is used for more than one year, with an annual payment being made each year.  
4.
Activity
Using the entrepreneur agreement in the Georgia FFA record book, have students develop a Manager Operator (Partnership) lease.  Break students up into groups of two and ask them to develop an agreement (the agreement can be crop [plant] or livestock [animal] related).  One individual will act as a student and the other will be the parent. 

5.
Guest speakers
After covering the lesson, ask a local farmer to speak to your class about a lease agreement he has.  If possible, you could ask the landowner the farmer has a lease with to join the discussion.  With both points of view, the advantages and disadvantages previously discussed can be reinforced.

Summary                                                                                                          

Lease agreements are very common among farmers.  Leases are agreements that allow landowners and tenants to better understand each other=s responsibilities and better cooperate with each other.  Leases are very valuable to prevent disagreements.
Evaluation

Assignment Grade on Developing a Lease

Course: 01.411   Agricultural Business and Management

Unit 11, Lesson 3

Revised May 2007
Page 1

1

