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OUTLINE AND GUIDE FORMS FOR
- FAMILY FARVING
ARRANGEIENTS

(Circular 12-47)
Depte Rural Economics and Rural Sociology, Ohio
State University and Ohio Agricultural Ixperiment Station
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VARTOUS-PLAHS OF OPIRATION

1) Son shares income from cne or more enterprlseo
2) Vages and bonuses

5-8) Shares of net returns (Jo*nu operators, 1/4, 1/@,1/2 and 2/3 shares)
7) Parbnership

8) Lease by son, cash and share rend

OBSERVATICNS OF TYPICAL ARRANGREI

Temporary arrangements

Joint operators, sharing net reburns, requires more records
Partnership involves greater responsibility and liability at law
Agricultural leases are relatively simple

Share leases are customery and in frequent use

An option to purchase the farm adds security

iILY EARWINC

AND iT'I CO TR 1(JTUA,L RELATIONSHIP INTINDED

Type I  Wages, or share in lieu of wages
" II  Joint operators, not partners
" IIT Agricultural leases
" IV  Parbners, full or limited
" ¥V  Incorporated firm
WILLS AND VIRBAL AGREBEMENTS TO TRANSIFIR RIAL ESTATE LACK SECURITY
TETHODS OF TRANSFERRING FARM REAL ESTATE
A DIED HUST BE DELIVERED TC BE VA.T D

NC SINGLE METHOD IS ALVIAYS SUPZRIOR




INTRODUCTIONW

Nearly every community contains cases of a father and one or more sons

(or sons~in-law, etc.*) working together in some sort of farming arrangement,

The experience of some actual cases may be of help to others who are contemplaw-
ting a farming arrangemgnﬁ among family members, or are seeking to improve a
plan already in use.
VARIQUS PLA? OF OPFERATION

Representatives of the Department of Rural Economics and Rural Seciology,
The Chio State University and Ohio Agricultursl Experiment Station, Mdve visited
many jointly-operated farms, in different typee-of-farming areas in Ohio, and
have studied the details of a number of different arrangements, Based upon these
data and- experiences, certain observations have been established relative to the
success and wsefulness of various élans. An outline of various types of plans

found in practice followss

1) Son shares inecome from one or more enterprises

e

Arrangements of this type are usually found where a son is still in the
apprenticeship period. Many develop from 4-H Club or Vocational Agriculture
projectse In some cases the share paid the son is in lieu of cash wages with
the important difference that sharing tho returns may lead him to exert more
effortas

2) Wages and bonuses

The son is paild cash wages by the father. Usually, room, board and
laundry are supplied the son without charge but such may influence the amount
of wages, Sometimes a bonus is paid if farm income exceeds a certain minimume

3-8) Shares of net returns (joint operators, 1/4,1/3,1/2 and 2/3 shares

arc most common)
Lgricultural sharc leases generally divide the gross income from sales

of crops and livestock enterprises when sold. Many father-son agreemonts, how-

ever, dlffcr frum 2 lease prov1d1np for perl@ﬂlu or annual alV;Slﬂn of resurns

*/%he term son rwprese nts all members of the younger ge xeraulon? t 1nc*a400
sons-in-~law, deughters, adopted sons and any young person treated as an heir,
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on a net basis after all (or & considerable part) of the operating eXpenses.
have been paid from a joint bank accounfe

The four common shares of nebt returns going to a son or sons arcs 1/@,
1/3, 1/2 and 2/39 Sueh net return is not always profit because depreciation
and minor costs were nob accounted., At times, more than one basis of sharin
mey bé used in the same agreement, the receipts from different enterprises
being determined separately. As a son grows older he often contributes more
and recelves a greater share of the returnss

7) Partnership (in the legal éen e, full or limited)

In some cases all real and perscnal property will be owned or renbed
in common, and all income and expenses are shared jointly on a fixed or equal
basise In others, similar shares prevail but the father retains his title %o
the real estates

8) Lease by the son, eash and share rent

The son pays for full use of the land and buildingss All income in ex=
cess of the rent goes to the sone The father may still work at maintaining his
land and buildings ﬁhile they are rented to the sone. The parents may or may
not reside with the son and his family.

OBSERVATIONS OF TYPICAL ARRANGIMENTS

Temporary arrangements

Arrangements listed under {iniaé.g) above are generally bemporary plans
for that period during which a son is an apprentice, or when he is in a position
to furnish only his own labor, and is not in a position to assume greater in-
dividual responsibility. Under Ohio law, children under 21 years of age caanot
be held legally responsible under all clrcoumstancese

Joint omerators, sharing net returns, regquires more records

Under plans_(SeS) it was observed that when a father and son chooge a plan
based upon sharing net returns they not only accept a higher degree of mutual
cooperation and responsibility but also are taking the first step toward

developing an equal partnershipe Until such a partnership is achleved the equity

-
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of the son is being built up and this may result in subsequent changes in the
contribubions of eachs. Careful records arc needed toikeep track of suech changes
in the shares of each operator.

Then soveral‘changesvin the basis of sharing are made during a business
year it also becomes difficult to debermine the individual taxabls sharss of
both father and son. For this reason, and in the interests of better rccords

“and simplicity, there.is an advantage in the son acquiring a definite equity
and keeping it during the business yeare, This can be done by the fathor taking
a note from thc son for the purchase of a full 1/169 1/@, 1/4, ¢tes share in
the personal property used in the Joint farming business. Then such a notec has
been paid by the son the process may be repested until he owns (and cone
tributes to the bﬁsiness) property equal to that of his father.

It is quite possible, however, for any number of different shares to be
made part of a'joinﬁ arrangementvand such plans to share net rebturns may become
rather. complicated on some farms, especially when several sons partielipate and
are at various stages of acgﬁiring equities in the joint farming businesss

Tt frequently hapvoens that because of such complications and freguent
changes in the arrangement the farming regords arec not Weli kept and too much
depends upon verbal agreements -~ with the risk of great confusion in casc of
an CmMergencys

In addition, many families neglect to decide in advance whether or

not a
partnership is intended, and confusion rcsults not only in dealing with others,
but also may occur within the family itself should one of the operators mcet

with an accident or dies

Briefly, it was observed that plans to share net income lack important

essentials when they fail to provide for:
a) an agrecment as to the things to be contributed by each
person
b) an equitable division of the amnmal net cash reccipts

¢) the maintenance and improvement of farm property



d) keepinhg the agrecment fair to all in changing situations

e) an equitable final settlemont when the agreement is terminated

f) adequate records (to mect any emergency) such as -= a written
contract; and inventory; a rcocord of receipts and expenscsy
and a definite plan for dividing the annual net return

g) security of tenmure for the son without injury to any brothers
and sisters or other helrs to the farm real esﬁate

h) a statement that the joint operators do, or do not, intend
to form a partnership in the legal sense

Partnership involves groater responsibility and lisbility at law

e

Under plan 7 it was observed that partners, belng human, can make a success
Lo

of the business only after a highvdegree of mutual understanding and cooperative
responsibility are presont. Under full partnership, eaﬁh member is jointly and
individually liable for the risks associated with the businesse In a lpsser
partnership the liebility of an individual member may be limited at law but

fow will qualify under this type of arrangement. In many cases, the requirce
ment of full, individual 1liability for each member results in the exclusion

~of younger persons from a full partnership arrangement because tﬁe risk of his
or her acts falls heavily upon the proportyialready accumulated by the older
partners Courts have held that the rcal cstate used by a partnership is the
property of the firm, no matter in whose name it stands, and it will be troated
as personal property to the exteht necessary for>the purposes of settling the
firm's debts and adjusting equitiese

Agricultural leases are rolatively simple

Under plan 8 a farm may be leased to the son for a cash rental or by the
terms of a cﬁstomary crop-share or livestockeshare lcase agrecements It was obe
served that share leases may be satisfactory when a few side agrocments can
take eare of the circumstances which.arise from the faet that the arrangement

 is within the familye There is a tendency, however, for families to pattern

their arrangement after the terms of leasces oven though the contributions of
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father and son often vary somewhat from year to year and both operators furnish
some labor, some capital and participate to some extent in the managements These

contributions do not conform to "renting on shares™ as pr

D

vails in local Ohilo
communities and most leasing plans would therefore, without modifications, be

inadequates

Sharq leases are customéry and in frequent use

It should be recognized that probably a majority of father-son agreements
are first patterned after a customary share lease, and are funéamentally a
landlord-tenant relationship rather than one of joint operation or partnershi@o
Even though it may be the intenbion of both parties to develop a very close re-
lationship, many retain a share-leasing arrangement because the merits of a
share lease lie in its relative simplicitye

1) The pronerty interests of each can be kept separate and be accounted
for on a physicél basise

2) -Because division of the incone is on a gross basis the details of
bookkeeping arc minimized.

3) Because leases are in freguont use, custom has defined fairly well the
rights and responsibilitics of each partya

4) The terms of leases can be liberalized and modified to fit meny circume
stances,

An option to purchase the farm adds sescurity

Because operating under o short-term lease gives a son no more security
of tenurc on the farm than that of any other tenant not related to the family,
some fathgr—son agroements include an option to purchase the farm by the son
as an additional feature., Such an option to purchase can be included with
any farming agreement and should give a little more protection to the younger

man by helping to prevent a sudden ligquidation under adverse conditions,
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A SUMMARY OF FAMILY FARMING CLASSIFIED
ACCORDING TO THE CONTRIBUTION OF ZACH AND
THE CONTRACTUAL RELATIONSHIP INTENDED

Although eight methods of operation have boen discussed above, and a

ninth plan, Incorporation, is alsc possiblec, the various alternatives opon

to a father and son may be summarized under os few as five basiec types of con-

tractual agrecments. Four different guide forms, designed to conform to cach

basic type (exclusive of incorporation) have been developed and arce atbached bo

the back

Type I

Type II

of this outline., An outline of five basic types of agreemonts follows:

WAGES (OR SHARE IN LIEU OF TAGES)

(Contributionsy) Wherc son has only his own labor to contribute and
does not plan to supply a sharc of the capital. Father furnishes
all elsce

(Contract bobweens) Employer and employces

(Compensations) 'Wagos, wage and bomus or a share of roburas in licu
of wagese

JOIWNT OPERATORS, NOT PARTNERS

(Contributionss) Where cnch contributes labor, capital and management

and the intentions arc cithor, =e |

A) to divide the not recoipts in the same proportion that contribu-
tions are sharcd, or --B) %o divide the nect rceceipts on the basis
of a procdetermined share, agrced upon in advancc, and to con-
tribute to the business in the same proportionse

(Contract botweens) Joint oporators with no intention of creating

o legal partnership.

(Compensation:) A sharc of the not returns of the joint farm ,

bgsinesse

AGRICULTURAL LEASES -

Type III (Contribubionss) TWhere cach wishes to contridbute what would be con-

tributed under a customary or prevailling lease by a landlord and

tenant,; Actual contributions depond upon the terms of the leasc



Type IV

Type V

- T -
usecd; the father would contribute little or no labor in most casess
(Contract between:) Landlord and tenant,

(Compensation:) A share (or cash payment, or both) under terms of
the leasc fﬁr fother, remainder to son,

Special notes An option to purchase the farm is somebimes made an
additional feature of the leasce

PARTNERS FULL OR LIMITED

(Contributions:) TVhere each furnishes from the start a fixcd shere
of the labor, management and capital with the intention of joint
operation on a full or limited partnership basis. Beeause contri-
butions and income shares remein fized undor this plan it avoids
complicating changes during the busincss VGAr o

(Contract between:) Partners, cither full or limited
(Compensatioﬁg) A fixed share of tho returns

(Liability:) BEach full partner is liable individually ond jointly
for all risks connceted with the business, and at least one partuner
must be fully lisble in any partnershipe

INCORPORATED FIRM

(Contributions:) Wherc the farm is operated as a business corporation
the firm furnishes cverythinge

(Controct between:) Father and son are omployees of the firms Each

may or may not alsoc own stock in the corporation with power to

solect the management of the farm.

(Componsations) Salarics as cmployees of the corporation plus
carnings on shares owneda.

I

WILLS AND VERBAL AGREENENTS TO TRANSFIR REAL ESTATE LACK SECURITY

In studying actual family farming arrangements it was found that in 60

percent of all cases no agrcement had been reoached with regard to the evontuel

transfor of title to the farm real csbate other than to permit the farm bo



-8 -
deseond by law at the death of the parcenbtses About 27 percent of the familices

reporied the existenee of a will which would determinc how the farm real cstate

was to be inherited, and 13 percent had roached a verbal understanding as to
the cventual ownership of the farme. As a matter of fact, any will can be
changed so long as the meker is of sound mind, and no membor of tho family nce
be informed of any'change or of tho existence of a new willa Likowiso,.verbal
agreements concerning real cstate arc rarcly enforcod in a court of low, and if
any plan is to withstand the challeonge of onc of the heirs it sghould be in
writing, and betbter yet, boaf the signatures of those who have or aﬁticipatc an
interest in the farm real cstobes
METHODS OF TRANSFERRING FARI REAL ISTATE

The methods by which real estabe may be transferred from onc génoration
to the next. arc describoed as follows:

1) The laws of descent and distribubion will disposce of roeal propoerty among

the heirs whenover the ownor dies without leaving a valid will,

2) An owmor may indicate who is to inherit the farm real cstote by making
a valid will -- but a wifc can alwoys choose to ignore e will and bako under
the lawe

3) An owner may transfor titlec by deed of gifte )
4) An owner moy transfer titlé by sclc under o deed and mortgage, cash
sale, conditional sale (land contract), decd with bond of malintonance, or under

an annuity valuation arrangemonte
5) in option to purchase under any number of circumstances, including the

death of the ownor, can be made a fonbure of o lease or othor farming agrocmente

A DEED HUST BE DELIVERED TO BE VALID

Any doed, cven a deed of gift, is vold unlcss delivered during the lifetime.

of the givere Furthermore, the distribution of property by a porson within two
. years before death is construcd by Ohlo law t¢ be made in contemplation of death

and the property is subjcct to the inheribance tox,
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NO SINGLE METHOD IS ALWAYS SUPERIOR
There arc many adventages and disadvantages assocliated with differont
methods of family farming including the transfer of roal estate and no onc method
is superior under all circumstanccs. Fach family must first decide what thoir
circumstances arc and then determine what sort of an asrrangement 1s desirocd.
An attorney trained in legal language can then coxceute the desircd dotails of

agroemontmﬁ/

:9/ Two publicaticns which include considerable detall sbhout Ohio laws relating
to the faorm home and farm roal csbatoe aro:

1) "Logal Aspeets af the Business of the Homc",‘BullotianIQ;
Agricultural Extension Scrvice, Ohio State Univorsity,
' Columbus 10, Ohioe

2) "Pacts hbout Legal Saféguards in Buying a Farm", Serics
No. 45, November, 1948, Dept, Rural Economics and Rural
Sociology, Ohio State University, Columbus 10, Chioe




GUIDE FORMS, FOUR TYPES, JOINT FARMING AGREIMENTS
Circular 12«47

Depte of Rural Beonomics and Rural Sociology, Ohlo State University
and Ohio Agricultural Experiment Station, Columbus 10, Ohio

Type Onee--Where son contributes only his labor

The ‘'son has his own labor to conbribube but is not in a position to
supply, or plan to supply, a share of the capital. Under this circumstance
the agreement may be established on a guaranteed wage, or wage plus bonus,

basis as provided for in Agreement Form 1.

Tvpe Twoe-=Vhere each contributes labor, capital and management

v

This plan is sultable when the intentions of the parties are elther,~-
A) to divide the net returns in the same proportion that contributions
are shared, or -~B) to divide the net returns on the basis of a pre-
determined share, agreed upon in advance, and to conbribute to the
business in the same proportionse It is not intended that this agreement
should create a legal partnershipe See Agreement Form 2.

Type Threes--There a share-lease plan is desired

This plan is suiteble when the intention of the parties is to create
a landlord-tenant relationship based upon a share lease. Vhere the father
conbribubes none of his own labor this plan is no different frowm customary

or prevalling leases between nonrelated persons. Consult Agreement Torm 3,

o

Type Foure TVhere joint farming on a partnership basis is intended

Under some circumstances father and scn may wish to establish a partner-

ship arrangement whersby it 1s conbtemplated that from the start each will

e

furnish a fixed share of the labor, management and capital and each will
share in the income accordingiyo' Because both contribubions and the sharing
of income are based on a fiXed.share, the bookkeeping and debails of the
agreenent are simplified bub individval liabilities as partners are in-

creaseds See Agreement Form 4,



Form le==Agreecment to Conduct Joint Farming Operations When Son is to be

P

Compensated With Wages And/br Bouus,
(Nemes and date) This agreement is entered into this day of

19  between (fatherts name) and

T g Convaenay
[

(sonfs neme) who mutually agree to

worls together the farm of  acres located in Y - (twpe)
(County) e . (State) and

operated by | . _(father’s name)s

TERIS: This agreement is to begin | - (date)

and 7 o o _(son) agrees to devote his full

time to regular farm work; to devote part of his time to farm

works . (mark oubt one not applying)

In consideration of the performance of the above work

v

(father) agrees to pay to (son) in addition

%o room, board and laundry the sum of § in regular installe
ments (weekly monthly) during the period covered by this

agreementoe

Descripbion of Bonus Arrangement (if any):

This agreement may be extonded for additional periods by mubual
agreement neting the new dates, new detalls and signatures in the
margin below, HNobtice by elther party bto dissolve this agreementb

must be given in advance of o

22

Signed FATHER

Signed _ - SON




Form 2, Agreement to Opcrate a Farm.J01ntlv§ on a Non-

ovarmes

...--...- ———

Paztnervhl Basis Undur Lebor Han&mement znd
2 2 o Z ; .
Proport7 Share Ar*“ngements

This agreement made this day of : o .

- AT - ” - i - - oy v .

19 . by and hetween » father, and v , : som,
of the County of and State of . TS

Witnesseths e

Article I. DPurpose -

This agreement is for the sole purpose of operating e non-partnership

farm business on the following described farm lands, being known aos

and consisting of acres, more or less, located in
Bk —— ra . e p— el

Township of aforesald county and state; and on such other

lands as may be purchased or renteds

"Article ITa. Time of Agroement -

This agreement is to begin - - 19 - ab 12 ofclock noon and is
to run year after year and can be terminated by e ﬂtxur party giving written

notice to the other e rty- months in advance, and not later then

Afticle I1T, Extent of Agrecment -

-

This agreement shall be binding on the heirs,; executors, administrators;

and ass i gns of both fathor and son in the same mammer as on tmtsw original

P

partics,; cxcept as Fodlflbd by mutual corsontv

Article IVs Contributions -~ (Things to be provided by cach person)

oy

A, Labore=-Bach pérty to this agreement shall furnish iiu own labor as

follows:
Fa*her = onths per year; Son = Uon*bs per year
Rato of pay for own labor (dollars per nonth) Father» Sons

Such wages (or gash aﬁvanccs) shall be paid from JOLH* farm funds
to fathor and son rogularly each
(week; month; year). '




Form 2 pe 2

Be Real and personal propertys--A beginning inventory of all proporty

owned and contributed herewith by each is attached to and is a

part of this agreements It is agreed that the persomal pronerty

™
14

furrished by father 1s in money value | and by son § on

. i
this date; and the real property furnished by father is in money

value & and by son % on this dates The value of all

. property contributed is agreed to bo § s which is the sum of

inventory velues of real and personal property contributed at
the start of this agroements Real and personal propverty, contribum

ted under this Section B, Article IV, are to be compensated for

at a rate of percent interest for real property and ab

o ey

percent inbterest for personal property, payable snnually, under
terms of annual cash scttlement to be made as required by this
agrecmente Changes in inventory arc to be accounted for only at
the toermirnation of this agreement, except for real csbate valuss
as elected under item 2, section E, Article IVs
Co ﬁ@ﬂ&ﬁﬁ&ﬁ&i@"mThe following items of responsibility are agreecd
ﬁpon as described;
(1) General operating plans shall be agreed upon at
the start of each year. Adjustments may be made
at any time by mutual agreemente
(2) 411 financial transactions shall pass through the
farm bank account, except that a cash fund not to
exceod Qﬁ_‘mgmay be kept Lo defray small expondie
turese All cheeks on the farm bank account shall

be signed by (father)

s e AR

(son) or

(Both partics),




(W)

Form 2 P

(5)»NQ chattel mortgage shall be given on any property
used in the farm business'without consent of all
partics to this agrecment.

(4) An. inventory of all real and personal property shall
be taken at the beginning date of this agreement and
become a pard of the agreements

(8) A strict accounﬁ of all farm cash income and cash

expenses shall be kept by ‘ _(father)

(son)s (Use of the Ohio
Form Account Book is sugzested)e. An account shall
be kept of 21l cash advances made to the parties

to this agroemoent.

De Receipts and Expenses Defineds--

Gross cash income shall include rocecipbs from: Ilivestock and
ivestock n uets: sy used coulpment: la £ the for )
livestoek products; crops; used cquipment; labor off the form and

other miscellaneous income unless excepted by mutual agroemont.

Sales of livestock and equipment owned solely by

(fathoer) ) | (son) will-will nob

s e T s 1§

(mark out one) be included in fubure joint cash receiptse. Sales

of timber will-will not (mark out onsc) be ineluded in the joint

cash receliptss Rents and royalties arising from mincral rights,
sales of easements and rights of way will not be included in the
joint cash recelptss

Joint farm expenses shall include expenditures fors ront

of additional land; livestock, cguipment and tools; supplies,

including those for mnormal upkesp of farm improvements; feorti-

lizer, lime; sceds; feeds and food procsssing; insecticidesg

&3
wages anc expenses of hircd labor; machine hire; machinery repair;
gasolino and oil; the farm share of elecbricity and telephono;

intercst and principal payments (on jointly borrowed funds only)s



Torm 2 De
and any other farm business expenscs paild out of the une

divided farm income when so agrecde The purchase and maline

=]

~

tenance of aubomobilos shall be en individual porsonal exe
pensce  Relmbursement from joint farm funds may be made for
use of personally owned vchicles in the farm businesse

Maintenance of Property Definedcwe

Title to the resal estatc contributed shall romein undise

turbed in the name of the owner., It is agreed, however, that

=)

] k]

current maintenance shall be paid out of the undivided farm ine
come to an cxtont necessary to maintain the real cstate im'iﬁs
present conditioin. Ay aiditional improvement or repairs may
be made aoooréing to cither of the following options; (Mark
out one not selectgd)a
Option--(1) The cxpense of improvement will be financod out
of net roturns (after wages and interest are prow-
vided for), or personal funds on the samc basis
that nct cosh reburns are shared; in which case
each party to this arrangement shall also share

in the unerhausted voalue of such improvement,

whon this ogreement is terminated, or its torms

revised, in proportion to the agreed-on share
in the net cash roburns existing at the time
the cxpenditure was medce

Option==(2) The expensc of the improvement will be paid in

4.2

by the ownoer of the land; in which case the

full

inventory value of such rcal cstate shall be in-
ereascd by a like amount ncot later than the be-

ginning of the noxt farm busimess years



Form 2 ps 5
Article V. Division of anmal inecome -
An annual cash settloﬁent shall be made on the followlng basis:

Le Mot cash receipts (or deficit) shall be the differsnce be-
tween the value of cash receipts for the year and cash expenses as
defincd for the same poriod in Scetion D, Article IVa

Be Deductions shall be madu from the net ecash income in this
order: (a) for wages (or cash advances) to father and son as
agrocd under Section A, Article IVy (b) for intercst on property
contribubed by each as valued in the begimning inventory under
Scetion B, Article IV

Ce (Option a) After deducting wages and intorest from nct cash

receipts it 1s agreed in advance that the rcmujning gash reburn

(or doficit) shall be shared by father % and by son Te

(Option b) After deducting wages and interest from neob
cash receeipts the remaining return (or deficit) shall be shared in
the same propertiens that proporbty was conbributed and oxp yenses
were shared during the period covered by the cash sottlomente

D The following outline is provided for debermining the

cannual ocash sctblement as described aboves
Cash Settlement Betwoon '~ Fgther and
Son for Perioq _ 19 to 1¢

Cﬂsn rocegnts mlnus exX ponsns = Not cash reccipts for total farme

Ttom 10 e SHART Ju: TO TOTAL VARM 1O Fi TO SON

1. Net cash receipts 8 ' oxxX XXX

2s Vhgos advanced " 8 ' 8 K7

s Intorost on nruocrtv contributed 3 & 4

4o Total mapns and interest & S g G -
5¢ (ITtom 1 ninus 4) neb cash roburn 3 o,/ a/

6, Tobal income sharcs $ R 8

(Item 4 plus 5)

o
jan
e
=
2
o]
«

o/ Porcenbtage share of (item 5) net ecash roburn as agro tion C,

Article Vs



Form 2

Ee In any year when a deficit is experienced the deficit shall

be coversd by (1) a rcduction in the rate of interest paid

on the inventory value of farm capital, or (2) a proportionate

reduction in both interest ratc and wages (Mark out whicheover

docs not apply)s

Fe When this agreement is terminated: (FI TAL SETTLEMENT)

(1)

(2)

(4)

An ending inventory of real and personal
property shall be taken to determine (a)

the increcasc or decrcasc in physieal quantity
and value of property during the period of
joint operation and (b) the volue of the final
interest of each partys

The portles to this agrooment shall share in

oany increcsc or decroecsc in the undividod per-
sonal property in the scme proportion: a) uscd
for the curront divigion of the not cash roturn
as stated in (C) cbove; b) as originally contribubed
(mork out onc)e

The unexhousted value of improvements te ronl
estabe mode by the expenditure of undivided
form ﬁwcowo end the deoplotion of improvements
arising from usc in the farm business shall be
shored in the some proportion os the current
net cosh roburns are shoreds Diffcerences in
value arising from fluctuntions in the morket
prico of real ecstote shall not be sharcds

(f ther) shw;l hove

the option te ropurchasc from

(son) any unpoid-for shore in

7

Pe

6
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tho’personal property sold to him, on ®the some value
basis used in the.ﬂﬁiﬁiﬂi& tronsaction less reasoncble
depreciation charged agoinst the itém. The option to
repurchase the son'ssharc of jointly ovmed personal
bproporty shall apply up to only the physical cmount
of' such property listed in the beginning irvcntofy,
and ot the valuc determined in the onding inventorye

Articlc VI Living Arrongements -

s,

Both father and son and their fomilies arc to be furnished separcte

housing .if dosircds The cost of ronting o scporate dwelling shall - shall

not (cross out one) be ghored by both partics as o form cxpenses A cost

of § per month for board and loundry for one party shall - shall not

(eross out onc) be paid to the party furnishing these itous.
JArticle VIIe Additional Topices Covered by This Agreoment -

e S vy Sk e o Ar s

It is also agrdod 'thil‘tgouccosqo:-oaooo

Article VIII. Arbitration -

If on ony specific problems of this Jjoint farming business agrecoment
the undersigned are unable to rench o deeision sabisfocbory toe both, the
deeision is then to be left to three other people, onc porson sclected

by cach parvy and these two in turn to soléct o third person. +the decision

then recched by any two of these arbitrators sholl be binding on both fother

and sona
Signod - | R Fothor
Witnesses; » R : motho
: — o . son
son's

wifc

#



; : »fﬁ%&kﬂ, =
Note: The lease form below suggests points which should be covered
in a livestock share lease, Since conditions and circumstances
vary widely between individual farms, the terms to make an
equitable. lease for g particular farm would require variations
from these stated in this lease,

Livestock Share Lease.

This agreement made and entered into this day of

wmpicae:

19 by and between landlord of

s Chio, and

tenant, of ) ; . ‘ » Ohio,

Witnesseth: That the said landlord in consideration of the agreements and stipu-
lations hereinafter mentioned to be kept and performed by said tenent does hereby
lease to the said tenant to occupy and use for agricultural purposes the follbwu

ing described real estate situated in the county of )

State of Ohio.

Length of Lease
Said tenant to have and to hold the saild property subject to the condi-
tions end limitations hereinafter mentioned for a period of one yesr beginning on
Mereh 1, 18 at 12 m,, and ending on March 1, 19 at 12 m., and from year to
year thereaft@r until written notice is given by either party to the other on or
before the first day of September before the eXQiration of this lease or any

rencwal.

Landlord's Contribution
The method.of renting is known as the livestock share plan. (1) The
landlord Will furnish the above described farm including the improvements there-
on and pay all taxes con said property, (2) He will furnish ail posts and fencing

meterials that may be needed upon sald farm; either for repairing the fences now



2
on said land or for building new fences. (3) He will furnish the labor to build
all new perﬁanent fences other than replacements. (4) He will furnish the ma=

terial and skilled labor necessary for repalr to permanent improvements,

Tenant’s Contribution

(1) The tenant agrees to farm the land in a husbandlike manner devotbing
his entire time fheretog and to furnish all labor necessary to successfully oper=
ate the farm; {2) %o furnish all teams, tractor power s tools, machinery, and motor
fuel necessary to properly conduct the farming operations; (3) to keep the build-
ings, fencess and other improvements in as good repair as they now are, ordinary
wear, loss by fire; or unaveidable destruction excepted; (4) to provide the labor
for replacing an agreed upon amount of fence each year; and (5) to haul out all
mamure made on the farm up to December 1, preceding the end of the lease, and

spread where it will be Yo the greatest advantage to the farm,

Joint Contributions

The following investment and expenses shall be ghared jointly and
equally by the two parties to this lease, (1) All farm seeds to be planted or
sown on the farm during the period of the leases this to include grass and clovér
seed; (2) feed purchased for feeding the livestock owned in common by the‘partiés
hereto, also pasture hire if used by the livestock owned in common; (3) the
expense for fertilizer, __ toms of lime to be applied annually and paid for out
of A.A.4. payments, the iandlord to pay the cost of trucking to the farm; (4) the
machine hire for threshing or combining both small grain and seed, silage cuttings
or hay baling; (5) breeding fees and veterinary expense for livestock owned in
common; (6) the taxes and insurance on all property owned in common; (7) hauling

produce to market to be considered a joint expense; (8) all the livestock kept on

¢



the farm, except horses and hens; shall be owned equally and in common, each
party owning an undivided interest therein; (9) all of the livestock to be fed

from undividel feed,

Tenant'é Privileges

(1) The tenant may keep not to exceed work horses, No other
horses, (2) If the tenant wishes to raise colts, the landlord shall pay one-half
the breeding fees and own a one-half interest in the colts. (B3) The tenant to
have the privilege’of keeping not over fifty hens and . milk cows for his own
use, the horsess milk cows, and up to fifty hens to be fed from the undivided home
grown feed. If over fifty hens are kept, all shall be kept on the same basis as)
the other productive livestock. (4) the tenmant to have house, garden, and what
milk is needed fdr family use free of charge, (5) Each party is to receive one=
half of any jointly cwned livéstock butchered for family use or to pay the other
party market price for his share. (6) The tenant shall have the right to cut
firewood out of the woods but he shall take only dead and fallen timber that is

not good for lumber,

Division of Receipts
When any livestock owned in common, any milk, wheat; or any other pro-
ducts of said farm are sold or disposed of, the proceeds shall be divided equally
between the two varties to this lease, The sale or purchase of jointly owned
livestock, materials, or other farm products shall be made only with the consent

of both parties to this lease,

System of Farming
(1) It is the intention of the parties to this lease to follow a rota-

tion of .




4,
(2) The landlord reserves the right to control the rotation and acreage of crops,

(3) It is the intention to keep approximately the following amount of livestock:

(4) No straw, corn stalks, chaff, manure, or stubble shall be sold or burned or
hauled off the farm without the consent of the landlord, but all fed or spread

upon the land, (5) The wheat stubble shall not be pastured after October 1,

Care of Property

(1) The tenant agrees to take good care of saild premises and to farm
said land and lock after said improvements in a good, careful, prudent, and farmer=
like manner,; and to return said property in as good condition as he found it,
ordinary wear and tear excepted. (2) The tenant shall meintain the yards.in a
tidy manner, From May to Cctober he éhall mow the yard at least once each month
and keep it in a good clean condition,

(3) The tenant shall keep the weeds cut. He shall mow all fence rows
and ditches between July 15 and August 15, Me shall mow the roadside before the
25th of July.

(4) Wheat sown in ﬁthe fall of 19 __ by the tenant goes with the farm.
If the tenant does not stay he is to be pald by Tthe landowner for actual time of
seeding end for hils share of seed wheat and fertilizer. The tenant agrees to
harvest the wheat seceded on the farm at the teginning of thié leage, to pay for.
the twine and one~half of the machine hire for threshing or combining the sanme,

and recelve one-third of the whegt,

Right to Make Improvements and Compensation for Damage
The tenant shall make and maintain such improvements as are mentioned
in this lease, If the tenant desires to make at his own expense further improve=-

ments which are usually provided hy the landlord or in part by the landlord, he
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shall obtain from the iandlord his consent to make the improvement, and mubually
agree upon a basis for compensating the tenant for the unexhausted value of such
improvement upon the expiration of the lease, Or it may be agreed that instead
of compensation the tenant may within sixty days after the termination of this
leaée remove such structures as he has built, provided he has given notiee of his
intentions to the landlord at the time of expiration of the lease and provided
further that he leaves that portion of the farm from which such improvements are
removed in as good condition as it was previous to the construction of such im-
provement,

At the expiration of this lease the tenant shall pay the landlord a
reasonable compensation forbaﬁy damage o the property for which the tenant is
clearly responsibles an allowance being made for depreciation resulting from

ordinary use,

Right of Entry
The landlord reserves the right to enter upon said land to inspect or
to make improvements thereon and for any or all other lawful purposes in connec=
tion with the operation éf the farm so long as it does not Interfere with the

rights of the tenant.

Division of Property at End of Lease
At the expiration of this lease all produce énd all prqperﬁy owned in
common by the parties shall be equally divided as they may egrees b;t if they
shall fail to agree at that time upon a sgle or division of said property, they
each shall select a referee or arbitrator who, if unable to agree, shall select
another and the three shall make such division of saild property as to them shall

seem equitable; giving each party one-half of the same,



Arbitration
It is agreed that violation of this contract by either party shall be
just cause for immediately volding the contract, Differences between the parties
of this lease shall be referred to three disinterested persons, one to be chosen
by the landlords one by the tenant, the two thus chosen to select s third, The

decision of those three shall be binding.

Yielding Possession at End of Leasse
The tenant agrees thét at the expiration of this lease he will jield
possession of the property to the landlord, without further notice, and that it
will be in as good order and cénditién as when the same was entered upon by the

tenant, loss by fires or unavoldable accident and ordinary wear excepted,

Subleasing
~The tenant shall not re-lease or sublet said premises or any part

thereof without the written consent of the landlord,

Partnership Not Created
This lease agreement shall not be comsbtrued as gi&ing rise to a parte
nership, and neither parfy shall be liable for debls or obligations of the other

without written consent,

Signed ‘ _ _ Landldrdv Date

Signed Tenant Date

~.Department of Rural Econemics, Chio State University
and Ohio Agricultural Experiment Station



Form 4¢=rAgrecement to Operate o Farm Jointly When a Partnership is Intended

This agrecment by and between Fother, and

Son(s), entered into this doy of

19 s for the sole purpose of operating o farm business in parte-

nership on the following described renl estotes

located in the County of s in the Stoate of ond on any

amn gy R A

?

other land said partners shall agree to buy or rent for forming purposes, shall

begin as & business partnership on s 19 ot 12 otelock

noon and conbtinuc yoor ofter year as long as sotisfactory to oll partics,
Notiece to torminate this agreement shall be given to the other mombers
months before the offective termination ¢f this partncrshipe

Each sholl give his entire labor and monagemeont to the forming business
o o

except as follows: _i/

The Father shall furnish real estate valuced ot \j} --f-/ilnd the uon(s) shall

~ =l fal 3 "~ &) ~ \)‘l\ ’ * L4
furnlsh real estote valued ot § ,4/ and cach shall pay from his own funds

all taxes, insurance, and costs of new improvemcnts to his own land and buildings.

Father and Son(s) shall cach own joinbtly, »n a

share basis, all equipment, tools, livestock, foed, and supplies usced in the

farming businoss cxcept as followse 2/

jnyark NONE if no real sstate is furnishoeds

1/ If any partner(s) work(s) off the form on sdjustment ean bo made in the

T amount of wege-allownnce advanced to him during thot periode Or, onc moy
prefer $o assume o greater sharc of the cost of hiring labor or of other
specifiic oxpoenscss

a/ Son can acquirc his share by giving the Fathor o note and/or cash as pro-
ferrcds In some cascs Fother furnishes all livesbock and Son(s) reeeive(s)
a share of the natural incroase onlys :
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An inventory shall be taken at the start of this partnerships, This in-
ventory record (typieal forms for which arc provided in the Ohio Farm Account
Beok available ot all County AgriculturaliExtenSion Service offiées) shall
show the ownership, amounts and valuc of all farm equipment, 1ivesfdck; fe?d}
crops and supplies on hand and in use by this partnership ot its beginninge
All other plans ond adjustments shall be mode os needed during‘the
farming year if agrced upon by all paftneré%
ALl purchases.of more than $+#___ alue shall be made only when
mubunlly agreed upon.
é&i farming business shall be transacted from o joint checking

account at the = .. bonks

All checks shall be signed by

(name(s) of person(s) sclected)

All cccounts shall beé carefully kept by -

(nome(s) of person(s) sclectoed)

Additional topics covered by this agreemont ares

Each partner shall be paidvan annutl raturﬁ of . v“percent of the bew
ginning inventory value of all Efﬁi property and . pércont of the be=
ginning inventory value of all Efffﬁﬂﬁi properﬁy.furnished by him for the
use of this partnership (seec balanceic)é |

The Fathor shall reeeive § . = and Son(s) &

3y

each month as cdvance cash allowancdes for own labor to be paid by checks drawn

on the joimt fafm business account, and income from work off the farm done by

any partner shall = shall not (mark out onme) bedome part of the oash roecipts
of the joint farm businesse  Any parbtnor furnishing boord, dem &ﬁd/%r laundry

| : .
to another partner shall = shall not (mark out one) reccive poyment for these

itemsg: \
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The Father and Son{s} undersigned agfce to share the not undivided form
income or Balamec D {Balanee D is explained bolow) on o

hasise 33/ -

.[& e TOJGO.I cas h f&rm rece ipt S a’-& 8§ 366 0 ?I@‘_"U??G.f?.o“Q‘ie‘?’Q"w@'% [ ¥ X i
' R . L e ettt

Minus total cash farm expenscsSepsessessspovacssosei .

¢ &
Balance AQL’.,.-.-: €D COENPCO S-S0 6805800 OBy
. — ) i . : B e e e

Be Total cash allowances advance, Item Beeecessoossess .

(Advances to Father for labor &
Add *hese ( 1" il Son 1" ' ‘
for ( ‘
Itom B (

1" 1 n 1t 4]

i———————————ats

Balance A minus Boeossos vecepogee ola,'?a@é}i )
! T . T p—— ey ra——

Ce Roturns to property for usc of same, Item Coeseess el

(To father for real ostate ¢
(To son(s) " " : (if ony)
Add these (" n " personal property
for ( T
Ttem C ( " " " 1 it

1,

Ds % Item C deducted from A=B baloncCesssesesBile D &

Balance D is the net cash return (or loss) to be divided on tho basis agrecd

to immediately above@fb/

E/’Annual settlements should be on o ecsh basis on the thedry that cach is
te be pald on the basis of whot was contributeds. The final scttlement
at the end of the partnership controct agreement shall account for the
changos in inventory and the division of property shall be mode on a
physical rotheor than money-value basis whorever possiblee
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At the‘expiration of this agreement, all jointly owmed farm property
shall be divided on a physieal basis, in the same shares as used to dividé
farm income under o previous section of this agrecment, and the Fotheor shall
have ﬁhe option to purchase any Son's shore of indivisible properti"at current

market prices for such items,

Also it is further agreed that

b

Then no ogreement com boe renched, ench partner shnll choose o repre=-
senbative, and those chosen shall sclect onother disinterested person to
arbitrate the disputee A majority decision by thesc arbitrators shall be

binding on all concerncd,

Signed Fother

Son

Son

Mother

Son'ts Wife

Witnessess




