
Leasing Land - Landlord 
 

 A common question at the Extension Office is about cropland and pasture leasing arrangements and usual 

values. This column is on some information about leasing which I think is important for landlords to consider. 

 There is only one tenant you want. The best there is. The best in terms of care of the land, producing crops or 

pounds of beef efficiently, effectively, profitably and sustainability. You want them to be a sound and well managed 

business operation. You want the tenant to use your asset to generate income for both you and the tenant. You want 

your asset to grow in value because it is preserved, protected, productive. If you select less than the best, all these 

good traits, even whether you get paid or not can become an issue. Family situations can be the most difficult to 

structure properly. It is critical to structure business dealing as business and strive to keep them from damaging the 

love and respect we should enjoy with the family. 

 There are numerous types of lease arrangements. On one end of the scale a cash lease gives the most 

assurance that the landlord will receive a steady income from the rental property. Some cash leases are even paid one 

hundred percent up-front with some discount for probable interest cost for the time value of the second payment date. 

This reduces income risk to the landlord for the yearly earning of the property. However risk and reward are tied 

together. Cash rents many times reduce average income over a longer period of time, say ten years. The tenant is at 

risk for crop losses as well as rent payments. The cost of that risk is hopefully a bit more reward. 

 The highest earnings for a landlord should come from having the farm custom farmed. The landlord now must 

made the decisions on crops, fertilizer, market trends, and marketing. The tenant is going to receive a set amount of 

money to perform field operations. Many times tenants are willing to do this because it generates income for their 

labor and equipment investment without risk, which they already have plenty. Share leases lie in between, where the 

input costs and output sales are shared. A net share lease would have the landlord only put in land and share the sales 

in like amount. In our area dryland crops that is approximately 1/3 of the costs plus or minus a bit. A 60% tenant-40% 

landlord split with the sharing of some of the costs is the most common share lease in our area.. Which costs are 

shared is up to discussion and agreement. They should be costs that are annual and easily defined and can fit to make 

sure inputs and outputs are fairly shared. 

 In my opinion, it is most often not in the best interest of the landlord to seek the highest rent they heard about 

in the coffee shop, hairdresser, or card party. The landlord should balance proper care of the land, which takes time 

and money, with a fair rental arrangement. If the list of expectations for land care like, terrace and waterway 

maintenance, tree cutting in fencerows and pastures, roadside mowing, weed control, reduced erosion, rising yields, 

etc is not enough to make the tenant squirm a bit, it may not be long enough to guard the long term value of your asset. 

 You have a lease agreement, a contract, with the tenant regardless if it is written or not. I suggest a written 

lease. Your attorney can guide you in getting the details of land management in the lease. The cost of a lease is not 

high, especially when you consider it can be used for many years. It needs to be signed yearly or as per the term of the 

lease. If family is involved it is not suggested it is imperative. 
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