




Combines - MACHINERY MANAGER

Rental option easier to calculate
While deciphering a lease takes extra time, Toth explains
that the MachineryLink rental has all the costs up front.
"We're not a traditional lease company, more of a rental
company. We tailor a rental to each customer's needs based
on delivery time and hours of use, but all the costs are
reflected up front in the rental agreement."

MachineryLink is a Kansas City, Missouri-based
company that has been in the combine rental business,
referred to as Managed Lease in company terms, since it
started with three combines in 2000. In 2009, the company
took possession of 165 new John Deere 9770 and Casell-I
7088-model combines. The company now has more than
250 combines with Managed Lease agreements across 33
states and provinces in North America.

Two of Weber's initial reservations with MachineryLink
was the condition of the combine that he would be receiving,
and whether it would be delivered in the time-frame that he
needed it. MachineryLink's policy is to deliver the combine
in a five-day window based on the farmer's requested start
date, with a l50-point inspection and cleaning on combines
prior to each delivery. "I was really pleased with the
machines that I received. Last year, the combine only had
200 hours on it. This year, it had 650 hours, and I had one
small breakdown when a bearing went on the engine fan
belt tension idler, but the local dealer was able to replace it
right away," says Weber.

On the delivery front, in 2008Weber received his combine
four days later than his delivery date, but had credit
applied to his account. In 2009,he had booked the combine
for an August 25th delivery, but as harvest appeared earlier,
he requested the combine for August 20th, and received it
on August 19th.

Toth says that company had 100percent on-time delivery
in 2009.And with Western Canada usually the last stop on
the harvest schedule, farmers here do not have to worry
about giving up their combine to someone further north
should the harvest get delayed.

Plenty of intangibles
Both Griffith and Nibourg say that the decision to own or
lease brings out many other intangibles besides the bottom-
line cost of ownership. Some of those include peace-of- .
mind that comes with ownership and knowing you have
the combine when you want, for as long as you want.
"Risk aversion comes into play. Do you want to own your
combine? Do you have the capital and cash flow to manage
the debt? These are some of the questions farmers need to
answer," explains Nibourg.

Griffith adds that other factors such as labour availability
and the stage in the business cycle also come into play.
Adding a second combine will require a second combine
operator, and possibly a second truck driver. He says
that custom combining might be a better option in
some situations.

Another cost of ownership often not included in the price
of machinery is a machine shed to house the equipment.

For Weber, his stage in the farming cycle also came intn
play.With his truck driver retiring next year, and retirement
coming down the road for Weber himself, he decided that
a three year rental was a good option. It gave him the flexi-
bility to decide whether to downsize to the capacity of one
combine, renew his MachineryLink contract if he wants, or
maybe even hire custom, without having to commit to a
large capital cost purchase. "The rental worked well for me
in my operation. Every farm is different and it might not
work for others. It all depends on your own circumstances,
but I'm happy with the program," says Weber.

Machinery cost calculation sample
The Alberta Agriculture and Food calculator comes with
default values. Here is a sample cost of ownership calcu-
lation based on those assumptions. Farmers can enter their
own values on the website to determine their own costs.•

ASSUMPTIONS Rotary combine, 375 HP

Purchase Price $419,523.00

Planning period 7 years

Residual value at end of planning $209,761.50
period

Annual hours of use 200

Fuel usage 56 litre per hour

Fuel cost $1.10 per hour

Labour cost $18.00 per hour

Annual repair cost $12,585.67

Expected return on capital 8.77%

Marginal tax rate 25.00%

Rate of inflation 3.00%

CCA class rate 30%

Working width 25 feet

Working speed 5 mph

Field efficiency 70%

Acres per hour 10.67

Ownership Costs

1. Capital recovery $34,368.43 per year

2. Insurance and housing $4,195.23 per year

3.Total annual ownership costs $38,563.66

4. Total ownership costs per hour $192.81 per hour

Operating Costs

1. Fuel Costs $9,240.00

2. Lubrication $1,386.00

3. Repairs $12,585.67

4. Labour $3,600.00

5.Total annual operating costs $2,6811.67

6. Total annual operating costs per
$134.05 per hour

hour

Total Costs

1.Total annual costs $65,375.33

2.Total costs per hour $326.87 per hour

3.Total cost per acre $30.63 per acre

TOP CROP MANAGER (WEST! - NOVEMBER 200958


