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DEVELOPING LIVESTOCK LEASES
FOR ANNUAL GRASSLANDS

Many people in California are in a position to lease annual rangeland for grazing, but have little
or no experience. This leaflet serves as a general outline for developing livestock grazing leases.
Each lease will have to be tailored to the individual case. The recommendations in this leaflet
are based on good grassland management, and should help the lessor and lessee develop leases
that satisfy their individual situation. Both parties should have a clear understanding of the lease
before a final agreement. In all cases the lease should be a written document to prevent mis-
understandings and unnecessary legal fees at a later date. Avoid verbal agreements. Seek proper
legal advice recommended when developing an initial agreement, because leases are contractual
agreements.

Rental rates are of major interest in the process of developing lease agreements, and are
covered at the start of this leaflet. Discussion of key items to be included in a lease follow,
with a section on important range management considerations at the end. Refer to the range
management considerations section for explanation of terms and approaches when reading the

first two sections.

Additional assistance

This leaflet is limited to basic considerations for developing
range lease agreements, and does not cover topics in depth.
There are numerous sources of assistance available to provide
needed information. The widest array of information on all
aspects of range and livestock production is available through
the University of California Cooperative Extension office (lo-
cated in most counties throughout California). Local Soil
Conservation Service offices can also provide much of the
information relating to forage productivity, range manage-
ment practices, and development of ranch management plans.
Contact agricultural lenders, farm management consultants,
veterinarians, livestock sales yards, real estate brokers, or high
school vocational agricultural instructors for other sources
of local assistance.

Determining Range Rental Rates

Productivity based

Rental rates on any agricultural property, including range-
land, are based on a price paid for the use of that property
for agricultural production. Rates are determined by forces
of supply and demand, and not on other factors influencing
land values such as potential development. The productive
value of rangeland is its ability to produce forage for use by
grazing. livestock. Range rental rates are then influenced by
the relative profitability of the livestock industry, the supply
and cost of alternative sources of feed, the feed producing

capacity of the parcel in question, the demand for forage,
and conditions of the lease agreement.

The following are three possible ways to estimate the
productive value of range as a basis for establishing rental
rates: (1) the market value what others are charging for
land of similar quality, (2) an anticipated income approach
by analyzing expected costs and returns, and (3) the cost of
alternative feeds.

Market approach

The market value approach means finding out the local rental
values for similar types of rangeland. Most often general
figures or a range of values are available (see Additional
Assistance). Such information will need to be modified for
each situation. Specific or single rental values fit a specific
set of conditions, and if identical to your needs, then use,
otherwise modify.

Anticipated income approach

Expected returns of both the lessor and lessee are the basis
for using the income approach. From the landowner’s stand-
point, the costs associated with the land are a start. As a
minimum, the lessor might want to cover the property taxes.
The lessee will need to be assured of a reasonable economic
return on the livestock, given expected price and production
conditions. Both situations suggest the development of cost
and return budgets for the land and livestock enterprises.
Cooperative Extension farm advisors can provide assistance
with developing budgets and cost sheets.




Alternative feed approach

Fatimate the range forape value on the sile Lo e leasod by
comparing it to an alternative feed sonrce, such as ool
quality grass hay (pasture, sudan, oat hays ) Both feed sources
have similar nurririve valne, Do not compare. the forape o
woo] quality altalta hay, which is more nutritons. A range
forage guality fuclor is used toadjust to four representative
types of grasslands to provide a forage valoe per ace, To
estimate the value of range forage for ane animal per month,
the weight of the lvestock in thousands of pounds is added
tor the farmula. The portion of the fickl or pustuge tial can-
nol e prazed because of beavy hrush ar trees, sreep slopes,
or selid rock should e deducted trom the roral acreage, Tn
ather words, rhe formulas work for arcas thal have @ good
cover of grass and other farage plands,

Range qualiry forage factors:
A2 = Improved prasslands —seeded/forilized
20 = Nigh producing grasslands—desp soils, swales
.15 = Typical wamual prasslands
10 = Lo producing prasslands —shallow soils, sleep
slapes, rocky

Range lorage value tarmulas:

Prr acr
Price of sood Range Range Forags
grass hay ¥ Omaliry =  Walue
[jrer ton) [Factor [per acre)
Por head por moath
Averape Price of Range Range lior-

weight (1000 X pond
1LY during
Braring season

X Cuality = ape Value
i per head
per month)

grass hay Iactor

tper Lon)
Framples:
(1) Assurme: 530 haw repical prassland
§30 % .15 = §7.50 per acre
(2} Assume: 330 hay, high producing grassland
9005 20 = S10.00 per acre
i3 Assume: L 200 b cow, $6U hay, lowe producing
grasslands
L2 5600 % 10 = $7.20 per cow per ool
{41 Assume: 630 Th steer, 560 hay, improved prassland
0.69 X B60 ® .22 = §8, 58 per steer per month

Setting the final rental rate

Afrer ezrablishing a forape or buse renlal valoe, additional
items need o be considerad before the final rental rade ool
method can be settled. Along with the lease conditions {see
page 50, the most imporlanl ilens to be settled are the type
and weighrs of livestock, numbers of animals [stocking rate)
g tine ot grazing, Uhe lessor can now set the rental rae
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cither alter nepotiation wilh a lessee or atter determining
amaunt of income needed from the land,

Method of Rental

Amang rhe many merhods of charging rental, the following
provide examples of anes more commonly nsed. Local tradi-
vion often influcnces which methods God their way oo use:
The method chosen should best fit the needs of the parties
volved,

Pey gere cliarges vary with the productivity of the range
and leaze condirinns [see alternative feed value), This mnetlud
is recommended for nse wirh smaller land parcels @nd simple
lewses, The murnber sl Lype of livestock. plus time of use,
will need ro be established to provent abuse. The lesso
receives the same ternen per year based on an averape pro
ductivr, o the lessee assumes the risk of Aactaacions in
the annual forage production.

Pepashole tract refers ro rencing a block of land or ranch
Lo cne Tee. This s novmally used when leasing an entire
ranch for & pericd of years or when o wixtae of land types
are leased together {range, cropland, pastore, forest).

Per begd churges lor a month or season varies with the
ripe of livestock being grazed —cows aod calves, stocker
rattle, teplacement heifers, sheep, horses, {alse see alternative
feed valued T this case the lessor takes some of the risk of
annual forape prodoction changes, bul has o ore divect
control of stacking rates. This method is also suitable for
staller parcels.

Per awirmal enr! veond i UAUM) Climsges provide Hexibility
in allowng for diffecent types of lvestock and seasons of
wse withoul being specitic in the lease. A field rated ar 100
AUNs could support 10 cows Tor 10 months, 30 cows for
2 months or 123 sheep for 4 months, This method uses
the AUM as a common denaminatar defined as the amannr
of forape reguired by g omaiure cow (and call) for one month
anel has a set of equivalents for other tvpes of andimals, The
ALM is trequently used when deserihing siocking rates in
soil surveys aud other rangeland analysis, This method 15
used by mowvernmenral agencics and organizulions wills pro-
tessional range managers, Far conservarive estimares and ease
al caleulations, an AUNM = 1,000 pounds ot range farage
and animal unic couivalents as [ollows:

Animal Weirht  AUM equivalent
Mature cow 1,000 I.0

Bred heifer a0 0.73
Yearling steer or heifer 500 0.9

I larse P20 .2

Sheep 2000 0.2




Share of gain applics Lo seasenally grazed, weighl-puining
animals such as stocker cartle, replacenent heifers, and lambs,
These churges may consist of s preestablished charge per
peund of gain (e, 5.25) vt u share of the rotal weight suin
CAC-GD% s lor the grazing periad. Animals w wrighed hefore
ael witer grazing with the difference being woight gain,
Renring on this basis s relatively simple, providing the correct
stocking rate is wsed.

Example: Steers grazing fram October (o May
ol weighe and price {May) 00 e 560 = $420
initial weight and price (Aprili—430 15 & % 61 = 3288
5132

S of gain = 366 per head per season

Variadde feares have two parts; a buse rare, which is fyed
for the rerm of the lease, and a variable rate that is modified
each wear by a liveslock price indes, Variable lease allows
the rentul rate to o up or down as the price of livestack
varies and reflects the livestock income mare realisticully,
Use the price of livestock at 2 nearby sale or use infornation
trom smarket repores supplied by the California Department
of Food and Apricultures Agricultural Marketing Service us
4 basis for 4 price index, The index can be developud using
A lang-term wverage for a set month compured wirh rhe [re-
vious year or cntrent price, One could nse the price ol steer
calves, vearling steess, or lambs in May, or an averape beef
cattle price for the index.

Example: A base rental of $11 per acre, a I0-ear steer
calbaverage value of S.68 per b, a May 1986 value of 5,63

§.65
ST X = §10/52 -adinsed rore

.68

Lease Agreement Conditions
Leases may e ws compler or as simple as needed 1o fit the
situalion. While many circumstances may need to he covered
i an agreement, the tollowing provides ideaz on kew points
iy be included,

General terms of the lease

A lease roust dnclude the names of the involved patios; de-
scription of the locarion: number ol wcres involved: ryje,
number, and weights of livestock: lype of lease—continuing,
antual, or seasonal; starting and ending dates; moethad of
payment; and such lepal terms as necessary (1ovicws, amend-
ments, transter of property, right of cocny cte. ).

Length of lease
Lewp-ternr feases are nsoally contracted lor & minrmom of
3 ta 3 years and can be advantageous ro bath parties, How

evet, longererm leases impart o certain depree of intlexibilily
o hath parties, Quick changes in economic conditions EHER
b hard ou lessor or lessee locked intd u bigh or low-lease
price. The advantage to the lessor is connomic incentive far
the lease to practice pood range management that, in e long
run, will provide o mazimom sustained rental income and
protcction o the forage resource, The sdvantage o rhe lessee
Is opportunity o tocus oo long range management rather
than short-tevm financial problems.

Shavt-term feases are wsually contracted for a period of
| ro 3 years. The udvantape of a short-tenn lease is it allows
the lessor or lessee to terminate the lease quickly il the
situarion is nat suitable, However, rhe disadvantage is thae
the lease wovides little, of any, incentive to maintain or im-
prose the facilities and forage,

Landowner services

Laudowner services vary from no more than colleering rhe
rent ro taking complete cure of the stock during the grazing
period, Commen charpes for services, it not o parl of the
lease apreement {eonnting, checking health and warer, pro-
viding salt, minerals and maintuining fences), is 10 percent
at gross rent for beof cattle,

Water

Grood quality waler in proper locations improves perfarmance
of livestock and use of grasslands. When warer supplies dry,
provisions mnst be made to supply warer ar meve livestock.
Chiestions regarding water availability, or lack of water, should
he spelled vul in the agreement.

Reasonable use

Muaintaining the productivity of the grussland resonrces are
impartant considerations in grazing leases, Moderate levels
of residual dry matier (RDM) pravide a reasonalile messore
menl of good prazing management [sco page 41 Starements
of grazing levels acceptable to the lessor, and under whal
considerations RDM levels can be exceeded should be in-
cludend i the lease.

Special clauses

Fach lease should contain a means to modily the terms 1o
handle emergeney sirnations—tire, drought, fload. There
should also be a way to change or terminate the lease when
borh parties agrec. Restrictions such as hunting or fishing
privileges und tree enrring and selling should be srared in
thie lease.

supplemental feeding

Supplomental feeding shauld be allowed and encouraged in
the late summer, fall, and often into the winter, Hay or
commercial suppluments provide nucrients thal are deficient
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and replace forage when lacking. Under year-long leases,
adequate supplemental feeding may amount to 1 to 2 AUMs
per head. Care should be taken to move the feeding site
each year if at all possible. Moving the feeding site reduces
localized heavy grazing and trampling. The lessee pays for
the feed.

Diseases and death losses
The lessee should provide a certification of no disease and
proof of brucellosis vaccination. The lessee will be responsible
for death losses. The lessor and lessee should decide who
assumes losses due to predation.

Weighing conditions

Proper weighing, working, and loading facilities should be
provided by the lessor, especially when rent is based on weight
gain. The conditions of weighing should be spelled out in
the agreement.

Maintenance and improvements

It is essential to provide for maintenance of facilities in a
lease so that these structures do not deteriorate at a faster
than normal rate, and the range, soil, and water are not
degraded. Likewise, if forage improvements are needed or
desired, they can be incorporated into the lease agreement
as a part of the fee or a condition of lease renewal. Provisions
for maintenance and improvements can be worked into a
lease so that they benefit both the landlord and lessee. The
more assured a rancher is of renewal, the more incentive he
or she has to pay attention to long-term productivity of the
land and upkeep of facilities. Under a long-term (3 to 5 years
minimum) lease the lessee may assume the major responsi-
bility for maintenance and repair on all buildings, interior
fences, gates, corrals, and water facilities to the satisfaction
of the lessor. For short-term leases the lessor may assume
major maintenance responsibilities. Similar conditions can
be made for improvements. Some improvements can be con-
sidered maintenance, including weed and poisonous plant
control, cross fencing, and minor water developments, while
others such as reseeding and fertilization require greater cap-
ital investment and could be shared by both parties.

Range Management Considerations

The following brief explanations of key range management
concepts are intended to provide background for designing
a lease suitable for the annual-type grassland forage that
is associated with the western slopes of the Sierra Nevada
mountains, the nonfarmed areas of the central valleys, and
the coastal mountains and valleys of California. The inventory
sets the stage for the lease by describing the available site.
An estimate of the number of animals that can be grazed is
a key part of determining the worth of the land for livestock
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production. Protecting the land from abuse, or the end point
of grazing, is the role of grazing-use guidelines, which can
be considered a monitoring method. Livestock control and
distribution are important to adequate livestock production
and resource protection. Resource assistance mentioned at the
beginning of this leaflet can provide additional information.

Inventory

The first step in setting up a lease is to evaluate the forage,
water, and physical facilities present on the land. Evaluate
only those facilities necessary for a livestock grazing operation
such as fences, corrals, and barns. The productivity of forage
and the availability and distribution of water will determine
the number of stock that can be run (stocking rate). Addi-
tionally, at the time of the invéntory it will be beneficial

-to note deficiencies that need to be corrected and oppor-

tunities for improvement that would increase production. To
do this deficiency and improvement analysis, the landowner
needs to have an understanding of the productive capacity
of the range and maintenance and improvement practices,
or have access to people with this information (see Addi-
tional Assistance, page 1).

Seasonal characteristics of forage

Forage quantity and quality changes through the year (fig. 1).
Germination occurs following the first fall rains. The new
growth is very palatable, but has such a high water content
that it may not supply enough energy or protein to meet
livestock growth or maintenance requirements. This is the
inadequate green forage period. Growth is slow through
most of this period due to cold temperatures and fluctuating
precipitation.

Rapid growth occurs in the 3 to 4 month spring season
when there is plenty of moisture and temperatures are warmer.
During this period, called the adequate green forage period,
forage on even unimproved dryland pasture and range meets or
exceeds livestock requirements for maintenance and growth.

A dry period begins in late spring and early summer
when forage dries. The protein and sometimes the energy
content of forage drops below livestock maintenance require-
ments during this period.

Oct Nov Dec Jan Feb Mar Apr May June July Aug Sept

Inadequate green Adequate green Dry
Rainfall +/— + —
Temperature +/— C+ +
Protein - + -
Energy - + +/—

+ Adequate for plant growth or meeting animal requirements.
— Inadequate for plant growth or meeting animai requirements.

Figure 1. Seasonal changes in plant growth conditions and
nutrient content of forage.




Estimating number of animals

Hivtoricad wye: There are several methods of determining che
number of dnimals thar can safely graze an area. The least
costly and easiest to use are historical livestock numbers and
tme el use, This assuimes that the numbers of lvestock run
in the past on the land {or on a similar piece of land), with
acceprable levels of use, are good estimates of the grazing
capacily,

Ranchers who have been on their land many vears have
a “feel” for the numhber of cattle or sheep that can graze an
area. Obtaining infermation from ranchers or other laoowl-
edgeable people 15 the best starting point in estimating live
srock production capaciry of a management anir,

Averagre Farage Production. This can be found in soil
surveys, soil-vepelation surveys. wd 5ol Conservalion Serv
ice contogical site deseriptions, or determined by field clippings
of vegeration. Annual and seasonal fluctuations in pounds
of torage produced per acre and the guality of thal [oraee
make it difficole to predict numbers of livestock suitable for
a management unit, Yearly variation in forage production
may vary twofald o fourfold, but the estimate of pearing
cupacity is usually stated s an average over vears,

Adrer esrablishing an initial stocking rate, intensive man-
agement requires close monitoring of torage use throughout
the prazing season. This will influence decisions fo reduce
stacking rares or feed supplements when torage is short or
toincrease stocking tales i surplus Reed s available, At the
conclusion of the graring sesson, if the grazing nse i3 oo
much or too little, then adjustments should be made the
next seasomn,

Ciraving use puidelines

(srazing use can be measured by the amount of residual doy
matter (RDM) that remaing at the end of the prazing season
or just before perminaring fall rains, Residual dry matter is
critical in creating the optitmum microenvirommnenl necessLy

for good fall germination and proweh of soneal plants, 1o-
cluded i BRIV ave starding dead plants aod litter frem these
plants: however, RDM doas sot inclide biomass from summer
annual farhs, woody planes, or dung even thoogh this adds-
tienal residue 15 imporiand io erosion provenlion manEgeinenl.

Amounts of RDM per acre requited for proper manege-
ment vary according ro topography, precipitation, soil, and
livestock use. In generul, steeper wetter slopes require more
RDA than pentle dry areas. For most management sirns-
rions, visnal appraisals of DM are adequate. Research and
experience have shown that “moderue® levels of residue are
4 reusonable manapement tarper. Areas of low and high res-
idue sheuld be nored and the livestock control moditied to
use the high RDM areas more and the low EDM arcas less.
Moderare RDM 15 described as leaving an average of 2 inches
of unused plant material, a patchy appearance. and little bare
soil with small objects hidden at 2 distance of 20 feet or
more, Photo standards and more detail on RDM pidelines
are found in Geddelines for Ravadue Manapenent On Annnd
Ramge, Leatlet 21327 available from UC Division of Agri
culture and Nulural Resources. Additional dry forage, abave
the RDM stundard, may be intentionally carvied over to meet
a variery of management objectives o L provide carly season
torage during the early preen growth period, {2) serve as a
bulfer apaimst drought, and {3) meet aestheric, wildlife, or
orher resonrce needs,

Livestack control and distribution

Control of Hvestock and even distribution of geazing are not
al critical concern in small pasture situations. As the size
of the field increases and as more lypes of rangelands are
included, mansgement pracrices hecome more important.
Fencing, warer developments, and feeding and salting loca
tions are methods that are emploved 10 provide a desired
grazing managenent scheme,




