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FINAL VALUES

2011 CURRENT AGRICULTURAL USE VALUE OF LAND TABLES

EXPLANATION OF THE CALCULATION OF VALUES
FOR VARIOUS SOIL MAPPING UNITS FOR TAX YEAR 2011

The annual current agricultural use values of land are calculated by the capitalization of net
income from agricultural products assuming typical management, cropping and land use pattens,
and yields for given types of soils. The necessary information is available for approximately 3,500
map units, which are the soils with slopes of 25 percent or less. The information used for a
capitalized net income approach is as follows:

YIELD INFORMATION
CROPPING PATTERN
- CROP PRICES
NON-LAND PRODUCTION COSTS
CAPITALIZATION RATE

Each of these factors is explained below.
A. YIELD INFORMATION

For each of the soil mapping units, data regarding typical yields of each of the major field crops
(corn, soybeans and wheat) were last published in 1984. In order to reflect more accurate yields,
those yields of record have been updated annually since 2006. The yields are updated by a factor
based on ten years of statewide yield information published by the Ohio Department of
Agriculture. For 2011, yield data from calendar years 2000-2009 were averaged and divided by the
1984 yield for each crop (Exhibit A, page 5). This factor is applied to the 1984 crop yield of record
for each soil. The table below shows the average yields used to develop the factor for each of the
crops.

TY 2008 TY 2009 TY 2010 TY 2011

Crop 1984 Base 1997-2006 | 1998-2007 1999-2008 2000-2009
Corn 118 bushels 139.0 140.7 140.1 144.9
Soybeans 36.5 bushels 42.0 42.0 41.2 42.5

Wheat 44 bushels 67.0 66.7 67.1 67.3




B. CROPPING PATTERNS

The cropping pattern for each map unit is assigned a rotation based on the most recent five-year
average of crop acres harvested in Ohio: 38.6% corn, 50.9% beans, and 10.5% wheat. This
rotation is based on data from 2005-2009 and closely reflects current agricultural production in
Ohio. The acres harvested in each year are shown in Exhibit B (see page 6).

There are two exceptions as follows:

1) Soil map units with a productivity index of 55 or less are assumed to be most profitably
used as pasture. In 2011 a minimum value of $300 is used for these soils; in 2010 a
minimum value of $200 is used for these soils and in 2009, the minimum value is $170.

2) A pattern of 50% corn and 50% soybeans is used for organic soils.

C. CROP PRICE INFORMATION

. The crop prices used for the field crops are five-year weighted average prices. Crop price data is
collected for seven years with the highest and lowest prices eliminated, and the average calculated
using the remaining five years’ data. The prices are weighted based on the statewide production
for each year. For this calculation, the seven-year period is 2003 through 2009. The annual
production and price per unit for each of these crops for the 2003 through 2009 period are shown
in Exhibit C (see page 7).

The table shows average weighted prices for this period as well as prices for the three previous
years. Each weighted price is reduced by 5% to allow for management.

TY 2008 TY 2009 TY 2010 TY 2011
Crop Unit 2000-2006 | 2001-2007 | 2002-2008 | 2003-2009
Com Bushel $2.02 $2.29 $2.66 $2.89
Soybeans Bushel $5.19 $5.60 $6.41 $7.22
Wheat Bushel $2.89 $3.05 $3.41 $3.64
D. NON-LAND PRODUCTION COSTS

Data on crop production costs were used to estimate average non-land production costs. The data
are taken from the Ohio Crop Enterprise Budgets prepared by The Ohio State University
Department of Agricultural, Environmental, and Development Economics for 2004-2010,
inclusive. Again, data are collected for the seven-year period and the highest and lowest costs for
each category are eliminated from the array. Five-year average costs per unit of specific non-land
production cost items are computed from the remaining data as shown in Exhibit D (see page 8).

The budgets are computed for each crop at a base yield equal to the lowest yield reported and for
each additional unit above the base yield based on information from the Ohio Crop Budgets (see
Exhibits D-1 through Exhibit D-3, pages 9-11).



The five year average non-land production costs for tax year 2011 are summarized below and
compared with the costs used for tax years 2008 and 2010:

NON-LAND PRODUCTION COSTS

Crop — Base Cost Yield TY 2008 TY 2010 TY 2011

Corn 110 bu $242.39 $286.65 $300.98
Soybeans 35 bu $174.44 $189.10 $204.60
Wheat 51 bu $156.68 $170.16 $192.94
Additional Cost per Unit

Corn 1 bu $ 0.90 $ 0.83 $ 0.84
Soybeans 1 bu $ 0.50 $ 0.66 $ 0.77
Wheat 1 bu $ 0.84 $ 1.14 $ 1.19

E. CAPITALIZATION RATE:

Five-year averaging is used to derive the Farm Credit Service interest rate of 7.0% assuming a
60% loan for a 15-year term, payable annually, and an interest rate of 7.3% for the 40 percent
equity portion (see Exhibit E, page 12). A five percent appreciation over a period of 5 years is
included to address the increase in farmland values due to the demand for additional land in an
increasingly efficient operation.

The capitalization rate for typical Ohio farmland is computed by the Akerson mortgage-equity
method as follows:

60% loan x annual debt service of 0.109795

= 0.0659
40% equity x equity yield rate of .073 = 0.0292
Subtotal 0.0951

Less equity buildup for 5 years
% loan x % mortgage paid off x sinking fund factor
at equity rate for 5 years

(0.60) [1- (7.0236/9.1079)] (0.172853) = (0.0237)
Less 5% appreciation times sinking fund factor
@ equity yield rate of .0743

.05 x0.172853 = (0.0086)

Capitalization Rate before Taxes = 0.0627 or 6.3%

For tax year 2009 the statewide average effective tax rate after application of the reduction factors,
(Section 319.301 Ohio Revised Code), levied on agricultural property was 42.35 mills. The ten
percent rollback authorized by Section 319.302 of the code reduced this rate further to 38.11 mills.
As a percent of market value the effective tax rate to be used in this year's capitalization formula is
1.3%, (.35 x 38.11)/1000.

Capitalization rate including R.E. taxes  7.6%
The 7.6% capitalization rate is the base rate for typical Ohio farmland.



E.

CROPLAND VALUES

The current agricultural use cropland value equals the net return for the rotation acre of the soil
map unit divided by the capitalization rate. However, the minimum value for cropland is $300 per
acre for soils with 25 percent slope or less regardless of this calculated amount. In 2010, a
minimum value of $200 was used for these soils and in 2009, the minimum value was $170.

G.

1.)

2.)

H.

WOODLAND VALUE

The woodland value, with slopes of 25% or less, equals the cropland value less the
costs to convert the woodland to cropland. The conversion costs used in the formula
are as follows:

a. Clearing - $500 per acre for all soils

b.  Drainage
a.) Excessively drained, well drained, moderately well drained,
(E, W, MW) - No Conversion Cost

b.) Somewhat poorly drained, poorly drained, very poorly drained,
saturated (SWP, P, VP) - $500 for Tile Drainage

¢.) For the following soil series, a $250 adjustment for surface drainage was
used: Allis, Atkins, Blanchester, Bono, Canadice, Clermont, Condit,
Conneaut, Darien, Delmar, Frenchtown, Fries, Ginat, Ilion, Latty,
Lorain, McGuffey, Mill, Miner, Montgomery, Muskego, Pauling, Peoga,
Piopolis, Purdy, Roselms, Sheffield, Swanton, Toledo, Trumbull,
Valley, Wabash, Wabasha, Warners, Wayland, Willette, and Zipp

The minimum value for woodland with slopes of 25% or less, is $200.

PASTURELAND VALUE

Where soil map units listed in these tables or comparable soils are used for permanent pasture, the
land should be valued as cropland unless clearing or drainage costs would be incurred in
converting the land to cropland. If so, appropriate deduction should be made for the capital
investment necessary for the land to be tilled.

L

MINIMUM VALUES

Slopes of 25% or less:
Cropland & pasture  $300
Woodland $200

Slopes greater than 25%
Woodland & pasture  $200
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