Ag Decision Maker Activity
File A3-34
Joint Machinery Ownership






Name:_________________________________________

Use the Decision Tool, to analyze the joint machinery situation below. 

http://www.extension.iastate.edu/agdm/crops/xls/a3-34jointmach.xls
Al and Chris are neighbors who traded in their combines last year and purchased a new machine together. It works well as Chris is usually a couple weeks ahead of Al, they won’t be waiting for the other to finish using the combine. 

Enter the costs into the “Blank share costs” worksheet.

The original cost of the machine was $150,000; new machines are still priced relatively close to that. Al and Chris each invested the same amount towards the new machine. The interest rate on the investment is 7%, and depreciation is calculated at 10%. Insurance and housing can both be calculated at 0.5%.Fuel and lubrication ran about $1,800 this past season. And they have agreed to set aside $2,500 each year for repairs and miscellaneous costs. Since they are both using the machine on their own acres, they are not figuring in labor.

All of the costs are split evenly, except Al is in charge of housing the combine. The combine is used over 2200 acres. 1000 of these are Al’s, and the other 1200 are Chris’s. 
Who owes more for use of the combine? How much is his ownership cost?

How much should be paid?

Chris decides the next year to take over all repair costs. If all else remains the same, what is the difference in their contributions? 


. . . and justice for all            


The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, gender, religion, age, disability, political beliefs, sexual orientation, and marital or family status. (Not all prohibited bases apply to all programs.) Many materials can be made available in alternative formats for ADA clients. To file a complaint of discrimination, write USDA, Office of Civil Rights, Room 326-W, Whitten Building, 14th and Independence Avenue, SW, Washington, DC 20250-9410 or call 202-720-5964.
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