Ag Decision Maker Activity 
File C4-16
Dividing Income

Name:____________________________________


1. Dividing Income Problem

· Jon and Penny are going to start a truck garden in a partnership arrangement.  

· Jon owns $7,000 of garden equipment that he has accumulated over the years.

· The garden equipment depreciates at 10 percent per year.

· If Jon sold the garden equipment he would invest the money for a 5 percent return. 

· Jon has a principal and interest payment of $400 per year on the garden equipment

· Penny has 20 acres of cropland that the produce will be raised on. 

· Penny is currently renting the land to a neighbor for $100 per acre.

· She has a principal and interest payment of $1,000 per year on the land.

· She pays real estate taxes of $200 per year.  

· Each will contribute the same amount of labor and management (estimated $7,000 apiece).

Using the following information, determine the percent of the net income from the truck garden that each should receive. 

Contributions
Jon
Penny

Land
_____
_____

Equipment 


   Depreciation
_____
_____

   Interest
_____
_____


Labor & Management 
_____ 
_____

Total 
_____
_____


 

Ag Decision Maker Activity Continued…
File C4-16
Dividing Income


Jon
Penny

Jon's share of business:
_______



Penny's share of business:

_______

2. At the end of the year Jon and Penny determine how much money they made from the truck garden.  Calculate how much of the net income goes to each party.

$47,000 Gross Income - $31,000 Production Expenses = $16,000 Net Return

3. Jon and Penny each have the following cash expenditures.  Determine the net cash flow of each party.


Total
Jon
Penny
Net Income
________
________
________

Land Taxes
________ 
________
________

Land Payment 
________ 
________
________

Equipment payment 
________  
________
________

Net Cash Flow 
________
________
________

. . . and justice for all            
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