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SUMMER 2018 GLAUB FARM MANAGEMENT CELEBRATES 25 YEARS IN BUSINESS

BY TED GLAUB

In 1993, Glaub Farm Management was started out of the home | had just purchased. The office
consisted of a desk in the living room and two interns working in the front bedroom. My wife
Laverne and | recently moved out of that house and could not believe all that we had added to
it during the past 25 years. It is also hard to believe the changes to Glaub Farm Management
during that time.

We have gone from one manager with part-time staff at an in-home business to two managers,
one appraiser and three staff members at an office purchased in 2005. In addition, we normally
have an intern from ASU working in the office. Our computer system began as three individual
computers with Lotus Symphony and an accounting package. Today, we have an eight-computer
network system with the ability to connect remotely to both laptop computers or iPads.

Although our software system has more than doubled, we continue searching for a better accounting system capable
of both business analysis and agronomic data collection and processing. We are trying three different mapping programs
this year, and additional programs were added for the appraisal section of our business. We even use software for multi-
tract land auctions. The area of information collecting, processing and managing is a constant challenge for us and one
in which we are constantly seeking ways to upgrade.

It is hard to believe that when we started a bag cell phone was our main way to communicate when out on the farms.
Email was not readily available until the very end of the 1990s, but its adoption was a major improvement over the old
fax systems. Today we text, instant message and use other electronic forms of communication. It amazes me that | can
now communicate with a client in another country instantaneously. On the other hand, we still have clients in the states
for whom it may take a week to receive our information by postal mail.

In most situations, though, we depend more on texts and emails to contact clients and farmers. Instead of playing
phone tag, we can send messages electronically at any time of the day or night. This also helps address different time
zones or taking up time when people are busy with their day jobs. They can read the message after hours or at their
convenience and allow time to process the information.

We continually work to improve our communication with our clients, input providers, consultants and operators. When
searching for a new operator, we no longer simply look at the operator but the entire team with whom he or she works.
The increasing complexity of farming operations requires multiple sources of information to answer questions and make
management decisions.

Looking back over the last 25 years, the trends affecting such decisions provide interesting insight. Table 1 below
compares the prices, crop yields, planted acres, cost of production and land values from NASS for 1993 and 2017 for the
Mid-South. Prices have not kept up with increasing costs. Our major income crops of cotton and rice in 1993 are grown
on fewer acres today. Technology has changed the production and costs of production of the various crops. Cotton has
seen a 115% increase in yields, but price only increased 24%, while input costs increased at an even greater rate. This
cost-price squeeze put pressure on cotton acres. Since most production costs are borne by operators, they are less
willing to grow cotton. The slow increase of rice yields and increasing energy costs has caused rice acres to drop. This
is particularly true in high irrigation cost areas.

On the other hand, zero-grade production has increased rice production in marginal flood prone areas replacing late
planted soybeans. Operators learned that the cost of production on zero-grade land is considerably lower than other rice
production practices. The reduction of tillage requirements on this type of acreage provides the operator with greater
flexibility to get a rice crop planted in flood zones.
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Table 1. Changes in MidSouth Improved technology in corn and soybean production has increased
Agriculture from 1993 to 2017. acres of both crops in the Mid-South. The introduction of Roundup Ready
Percent| soybeans and corn made average farmers look great at controlling weeds.
Unit 1993 2017 Change| Royndup made farm weed control simpler. Changing from group 5 and
o STou szcgz R;‘:;’eé‘(’)ed R 6 soybeans to group 4’s increased soybean yields by approximately 10
Cotton $/lbs $0:57 $0:70 24% b_ushels. This higher yield has put pressure on wheat acres. The reduced
Rice $bu $3.66 $5.24 43% yleIQS of double-crop soybeans basically made full season soypeans more
Soybean $bu $6.54 $9.66  48%| profitable than wheat/double-crop soybeans. The improved yields of corn
Wheat $/bu  $2.78 $4.38 57%| and soybeans led to an increase of acreage, which was compounded by
Yields Per Acre the new high prices of both during 2012. Rice and cotton did not increase
Corn bu/ac 86 178 108% enough to keep acres.

Cotton Ibs/ac 519 1,115 115% L . . . .
Rice bulac 113 165  46% Cotton did increase acreage during the 1990s with the introduction of
Soybean bu/ac 28 51 81%| the Boll Weevil Eradication Program, which increased cotton yields by
Wheat bu/ac 38 62 63%| about 500 pounds per acre. A shortage of cotton in China pushed cotton
Acres Planted (1,000) to over $1 per pound. The problem was we over produced and built up
go[t” ac g’;gg f?gg 223" inventory to supply two years of cotton demand. This led to depressed
Ri%eon :g 1:635 1:445 :12%‘: cotton prices during thfa high corn and soybgan pricgs in 2912. Many
Soybean ac 10,900 13.360 239, _cotton farmers sold their equipment and went into grain farming. Cotton
Wheat ac 3540 1255 -65%| infrastructure also was closed. Our area lost a considerable number of
Total Cost of Production gins and warehouses. The market stress from very high cotton prices to

Corn $/ac  $273 $632 132%| very low prices also put many of our cotton buyers out of business.

0,

gi%t;on gzg gigi ggsg ggoﬁ Indust.ry changes and market trends have naturally led to che}nges in
Soybean $/ac $180 $505 181%| our business. When Glaub Farm Management started, the main focus
Wheat $/ac  $153 $303 97%| was converting dryland production to irrigated. Drainage was and still is
Ag Real Estate a major issue in our region. Today, we still work in these areas—we just
Ag Real Estate $/ac_$919 $3,125 240%| focus on different subareas, such as methods to reduce our dependence
Source: NASS data from Arkansas, Mississippi, Missouri, and Tennessee. on ground Water. ThlS iS accomplished by more efﬁcient use Of ground

water and adding surface water to our irrigation systems. Surface water also lowers the energy costs in many areas. Our
objective is to have sustainable irrigation available for future generations.

Fertility is also a growing area of interest. As new technology has improved production of various crops, the demands
on the soils for nutrients has also increased. It appears producers are leaving yield on the table by not having enough
nutrients available in the soil. At GFM, we are looking at ways to increase nutrient levels, such as litter, cover crops and
other new technology. When you consider what is taken out of the soils by today’s yields, more has to be put back in.
One of our farms has produced over 100-bushel soybean yields—the level of nutrients removed by this type of crop is
totally different than when | started. Our objective is to improve nutrient stewardship by using the right sources, right
rates, right timing and placing nutrients in the right location.

Such stewardship requires taking advantages of changes in our region, including the use of chicken litter. PECO has
added an entire broiler unit in Pocahontas, Arkansas, establishing the need for 600 new chicken houses which will have
litter for sale. We have worked for over 10 years in areas and gathered information on the use of chicken litter. The
100-bushel soybean production mentioned above was on a farm with a long-term litter use. On this farm we were even
able to get litter with high calcium levels and substitute for lime needs.

Other changes involve GPS systems that are providing more information on the farms than | ever dreamed. In fact, we
often experience data overload. The adage “garbage in, garbage out” fits within farming too. The data collected must be
useful to make sound management decisions. GPS has taken us from managing by the field as one unit to managing
by multiple zones within a field. We no longer treat the entire field with lime. Instead, we lime the field zones when soil
tests recommend application. An example of excessive data is a zone smaller than a five-acre area that may need lime.
This is not an economical area to treat by itself. Normally we purchase lime in 20-ton truck loads. Since a two ton per
acre requirement on five acres is less than a truckload, you have to look at alternative methods or wait until other zones
require lime to make an economical application.

In the future, our ability to combine information from all of the new resources that are now available is going to
provide for increased profits. We hope to receive better information from past production to build improved management
systems in the future. Change is going to continue, and it appears this will be both faster and more complex. The end
results hopefully will provide for sustainable farms.
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| also see more information being required in the future in our real estate side of the business. As more information
becomes available at affordable costs, providing the information on land will become the standard. You will not be able
to say the farm is a top producer. You will have to provide the information that proves the farm is a top producer. It also
appears the market for our products is going to require more information on the products we produce. The younger
generation is interested in where and how their food is produced. This will open a whole new area of information to track.
It appears that opportunity will continue to be in our future.

25 years have flown by. As | reflect on the changes that have occurred in our business, one vision remains the same
as the day we opened—oproviding top-notch service to our clients. Improving our land services has always been and will
continue to be our focus. We added an appraisal division headed by Houston Matthews in order to enhance our service
to all clients. Valuations will also provide data for our management clients to improve asset analysis, and our real estate
brokerage will have access to a more accurate and complete sales database.

We want to thank all of eur clients Por entrusting us with your business. We also want to thank Priends, famities and
business adsociates Por your support through eur 25-year journey and into to the next 25, 7@%?

ENDURE A VOLATILE STOCK MARKET WITH AN AGRICULTURE IRA

BY CLAY MALCOLM

Icouldn’t help but reflect on the fascinating relationship between new and old business practices
as we toured the Port of Los Angeles on a recent business trip. While conversing about all
things cryptocurrency and the future of safe online investing, we saw colossal freighters with
hundreds of shipping containers flow through the port, en route to wherever the open sea could
take them or having just arrived from who-knows-where. As we witnessed these marvels of
modern trade, it occurred to me that some things never change, even as technology ascends
to dominance in commerce and communication. In a world where Bitcoin grabs the headlines,
we’re still exchanging product-laden ships with friendly nations just as we have for centuries.

Agriculture, of course, is a model of longevity; farming (as well as other land uses like ranching,
hunting, etc.) isn’t going anywhere. It's an industry whose durability can offer relief when Wall
Street takes a downturn. Among the trillions of dollars in cash and assets currently situated in
IRAs, 401(k)s and other tax-advantaged savings vehicles, stocks and mutual funds dominate.
The IRS does, however, offer more than blind dependence on the stock market; a wide variety
of “hard” or “alternative” assets are allowed within these accounts. What if your Traditional or
Roth IRA could purchase farmland and make tax-advantaged earnings by leasing that land, a strategy that falls into your
knowledge and expertise? You can, and it's easier than you may think.

Clay Malcolm
New Direction IRA
info@ndira.com
(877)742-1270 x-155

Self-directed retirement accounts afford investors the opportunity to earn in the long run while utilizing their existing
business talents. As the name implies, self-direction puts you in control of your investment strategy even as you maintain
suitable distance from your retirement assets. You can still review acquisition opportunities and qualify lessees as if
you were investing with personal funds. There are, however, minimal distinctions worth bearing in mind when leasing
farmland with an IRA:

o To reflect ownership by the IRA and not by you personally, all applicable documentation must be titled in the
“‘name” of the IRA.

e Anyincome yielded from the investment must return to the IRA. Accordingly, any expenses incurred by the
investment must also be paid by the IRA. You can personally accept lease payments on behalf of your plan,
but you must then forward the funds to your IRA provider for proper deposit.

e Your IRA may not conduct business with disqualified persons, including yourself, your direct family members
(parents, children, etc.), any spouses of the aforementioned, or any fiduciaries to your IRA. Friends, business
partners, and non-linear family members (siblings, cousins, etc.) are non-disqualified and therefore fair game
as lessees.

Apart from these considerations, the practices for building your retirement need not differ from those of your day-to-
day enterprise. When coupled with the tax-deferred or tax-free benefits of self-directed IRAs, the reliable income you’ve
come to enjoy can help create a financially comfortable future for you and your family.
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Manager/Broker Manager/Broker Real Estate Appraiser

Did You Know? Rice Mortar Holds the Great Wall of China Together!

he Great Wall of China was a series of walls built as early as the 7" century BC for the protection of Chinese states

and empires. Over time the Great Wall has been rebuilt, expanded and maintained, so very little of the original
walls remain. Most of the current wall is from the Ming Dynasty (1368-1644). What binds the Chinese culture, the Great
Wall and many monuments together is sticky rice and ashes from burned rice hulls. This rice mortar is comparable in
strength to modern cement and has helped the Great Wall and other monuments withstand earthquakes. Researchers
determined the phenomenal strength of the rice mortar comes from a complex carbohydrate called amylopectin found
in rice and other starchy foods.

870.972.6996 Follow us at our blog &
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