CUT THROUGH THE CARBON CLUTTER DEC 2021
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And that’s good news for farmers.

So how does a carbon program work? It’s a lot like selling a commodity.

1. Farmers generate carbon credits from implementing soil health practices like reduced FSB LOCATIONS
tillage and cover cropping that sequester carbon dioxide from the atmosphere and into

their soil.

2. Carbon programs measure the increase in soil carbon and quantify that increase into 301 W. Falcon, Flanagan
carbon credits (1 metric ton of carbon dioxide (CO2e) sequestered or abated = 1 carbon
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CUT THROUGH THE CARBON CLUTTER (CONT)

NRCS research proves that any farmer who invests in soil
health practices will reap agronomic reward, and carbon
programs can be the lever (and financial impetus) you need to
adopt new practices. Another way to look at it? The extra
dollars you can earn through a carbon program can alleviate
some of the risks behind new practice changes.

How to Choose the Right Carbon Program

Not all carbon programs are created equal, and the market
is still evolving. Before you sign up for any program, make
sure to answer four key questions:

e Does this make sense agronomically for my farm? This is
the most important question. You're in the business of
growing crops, not carbon credits. Any decision you make
should come down to agronomy.

e Am | getting top dollar? Carbon credit buyers place a
premium on independently certified credits that meet
stringent requirements. They’re willing to pay a higher price
knowing their environmental impact is real and long-lasting.

e |s this worth my time? First make sure the program has a
strong agronomic foundation, and can support your transition
to new practices. Second, understand the data requirements,
and the time and effort required to record your practices.

e What am | committing to? Before you sign on the dotted
line, confirm that you retain the flexibility to choose your
practices, can make agronomic changes when necessary, and
can opt out if needed, without penalty. Data privacy is also
important, so understand the program’s commitment to data
privacy.

If you would no longer like
to receive our newsletters,
or if you would prefer to
receive them by email,
please email Logan Weber
at Iweber@fsbfamily.com
or call 309-394-2785

The Corteva Advantage

With over 95 years of agronomic leadership under our belts,
Corteva understands that every acre is different and farmers
know what'’s best for their land. We designed our Carbon
Initiative to help you get the most for your soil health
practices while keeping you in control of farming decisions.

e Get Top Dollar: You can earn an estimated
$6-$30/acre/year by introducing cover crops, reducing tillage
and/or increasing nitrogen efficiency on any acres post
harvest 2020. You'll generate independently verified credits,
and access premium prices for those credits through an
extensive buyer network. We expect the value of carbon
credits to increase with market demand.

e Support at Every Step: You'll be supported by a Corteva
advisor every step of the way, getting help with everything
from navigating new practices to logging your data into
Corteva’s free digital tool, Granular Insights.

e Focused on Agronomic Flexibility: You pick your practices
and can change field plans or opt out as needed; we’ll never
ask for money back.

Check out Corteva’s Carbon Calculator
(corteva.com/carbon-calculator) for a quick estimate of what
your operation could potentially earn through Corteva’s
Carbon Initiative, plus other other federal soil health funding
through FarmRaise.

The Time Is Now

If you are considering soil health practices, don’t wait too
long to sign up. One consistent requirement across carbon
programs is that buyers only want to pay for carbon that is
sequestered as a result of new practice changes.This “addi-
tionality” sentiment means that any fields where farmers
have already been implementing soil health practices prior to
harvest 2020 won't be eligible.

For more information about Corteva’s Carbon Initiative, visit
corteva.com/carbon. Here you can enter your contact
information and someone from Corteva will call you directly to
answer your questions around the carbon marketplace and
our offer.

Andy Fordice
Area Digital Leader
Corteva Agriscience




SOIL FERTILITY

Soil fertility is a hot topic this fall with fertilizer prices
skyrocketing. While many farmers consider changes to their
system in an effort to lower fertilizer expenses, there are
many factors to consider before doing so.

Regular soil testing is a great way to predict how available
nutrients are in your soils. At Crop-Tech Consulting, we know
how much slope and soil type influence the availability of
water, nutrients, and in the end, crop yield and your profit. We
implement a unique style of sampling that accounts for the
variability within a field, rather than ignoring the variability
and pulling samples on a simple grid. Crop-Tech Consulting
spends hours analyzing the topography, yield history, and
aerial photo history to create management zones for our
clients to use when making applications of fertilizer, lime,
planting population, etc. This zone-based method gives our
clients more relevant data to accurately represent the true
nutrient availability, and thus nutrient needs in the field.

1. Be hesitant to skip fertilizer because it’s expensive:

Once we have the soil test results, we can then determine the
likelihood of getting a yield response from applied fertilizer. If
your soils are testing low or very low in P or K, even with high
fertilizer prices, you are likely to get an economic response
from applying fertilizer. The beauty of soil testing and VRT is
that you can apply fertilizer only where it's needed. Remem-
ber, even though fertilizer prices are high, grain prices are
also high. If you elect to skip fertilizer because it's expensive,
and soil test levels are low, it will likely cost you more in lost
yield.

2. Correct soil pH:

The availability of nutrients is highly dependent on soil pH. If
the pH is too low it can lower the availability of nitrogen,
phosphorus, potassium, sulfur, calcium, and magnesium. If
the pH is too high, it can reduce the availability of nitrogen,
phosphorus, iron, manganese, boron, copper, and zinc. Many
fertilizer applications we make, especially nitrogen and sulfur,
will result in lowering the pH of the soil. In no-till or minimum
tillage scenarios, we have to stay on top of the lime needs, by
applying lower rates of lime more often. Liming every 4-6
years will result in large swings in soil pH, with high pH levels
shortly after a large lime application and low pH levels prior to
the next application. A 2 year soil testing program ensures
that pH never gets too far out of whack. You would likely be
applying the same total amount of lime as a 4-6 year
program, but instead of a 5.5-7.5 pH range over 6 years, we
would like to keep that range 6.3-6.8 pH all the time.

3. Identify and eliminate root restrictions:

Rooting depth is a huge part of nutrient availability. There are
thousands of pounds of phosphorus and potassium in our
soils, but only a small amount is available at any time. If we
have a vast and robust foundation of roots underneath a
crop, it will result in better water and nutrient uptake. Com-
paction is the obvious issue, but also sidewall smearing, or
even sudden soil density changes (not compaction) put in
with horizontal tillage tools like a field cultivator or disk.
Anything that will turn roots and restrict them from growing
freely down into the soil will reduce nutrient uptake. Satu-
rated soils are a huge root restriction because roots have to
breathe and respire. Drainage (surface or tile) can have the
biggest impact on nutrient availability and overall uptake.

4. Band nutrients with starter fertilizer, strip-till, or both:
There are ways to lower fertilizer inputs and maintain yield.
The most obvious method would be banding nutrients.
Banding phosphorus especially has shown to be very effec-
tive. The majority of phosphorus is taken up by plants
through root interception. If we can apply a band of phospho-
rus near the roots with starter fertilizer or strip-till, this will
help us maintain the yield levels we are aiming for at lower
soil test levels.

In conclusion, there are management practices that can
help nutrient availability, but simply cutting fertilizer rates due
to high prices may be too short-sighted with current commod-
ity prices.

Matt Duesterhaus

Crop-Tech Consulting
CropTech@CropTechConsulting.com
309-473-3623



WINTER OUTLOOK & MARKET POSSIBILITIES FOR 2022

Now that harvest is over, and winter is upon us, it is good to
look at what the commodity market outlook is so we know
what we should look for going forward. As of the November
USDA crop report, U.S. corn ending stocks (corn left on hand
at the end of the marketing year) are projected to be 1.493
billion. For reference, corn ending stocks from the 2020 crop
were 1.236 billion. Ending stocks were 1.919 from the 2019
crop. The ending stocks figure will change as we go forward,
because demand is every changing. Production can change
one more time in the January crop report. Corn used for
ethanol has been very robust from September through early
November. Ethanol margins have been almost all- time highs.
Exports have been slower than last year, and the USDA might
have to lower the export projection.

For soybeans, the November USDA report showed a slight
reduction to bean yield, with bean ending stocks at 340
million. Last year, bean ending stocks were 256 million and
they were 525 million the previous year. Exports have been
lower than what we saw last year, and projections likely need
to decrease.

From a world perspective, we need to watch South America
this winter. If there are no weather issues down there, they
will produce more than this past year, and Brazil likely would
have a record yield due to having more acres planted again.
That being said, meteorologists say we are in a La Nina, and
this weather pattern typically brings drier weather to Argen-
tina and Southern Brazil. The market can move in either
direction based on what happens there.

Another thing we have to consider going forward is the
acreage dynamic for 2022. There are many crops out there
that are profitable right now. The more alternatives there are,
the more acres could move away from corn or soybeans. With
input prices being high for corn, corn may have to fight to
keep acres. Wheat is profitable and there could easily be
more acres planted to wheat out West. The wet weather we
had this fall in the East has likely reduced wheat acres there,
from what was expected. Bean profitability is very strong, and
| would think we could see more bean acres. One thing we
have to watch, that we don’t usually have to watch, is the
availability of inputs to get crops planted. This availability, or
lack thereof, could sway acres in many different ways. There
are a lot of things that can affect this market between now
and spring, and we haven’t talked about U.S. weather next
spring/summer yet. Not to mention a change in the world
political sphere.

What all of this means is that the market can move in either
direction gong forward. Do not get fooled into thinking you, or
someone else knows where the market will go. We do not
know because there are too many factors that can change
between now and next harvest. Volatility will still be here this
next year. The job of the market is price discovery. The job of

the producer is to make sure they aren’t left in the dust if
things change fast. You need to have a marketing plan that
has flexibility in it. Know what your cost structure is so you
know what you need to get out of your crop. This is very
important with costs being higher for 2022. This may allow
you to make sales with confidence. You can make sales and
buy call options to stay in the market. This allows you to be in
the market if we do go higher, but you would have corn sold if
the market crashes. On what you are not selling, look to put
options as a way to set up a floor, or worst case scenario. This
protects you if we fall, but if we do go higher, you have those
bushels to sell yet.

We have seen very good farm profitability in 2020 and
2021, and things look bright, for 2022 today. It can change
fast, and we could be looking at a loss by next fall, if we don’t
do any marketing at all. Having a plan that keeps you flexible
and in the market, can make sure 2022 is very good as well.
Do not bet against volatility. Plan for it.

Kent Stutzman

Advance Trading Inc.
kstutzman®@advance-trading.com
309-828-8404



In 2015 folks in lllinois were just beginning to see Tar Spot.
But by the Summer of 2018, it really grabbed our attention.
Since then, information on what the native Central American
disease is and how to spot it has been plastered all over
agriculture-related articles and podcasts the last three
years. Now that we are multiple years into this disease, we
are able to identify effective practices and critical decisions to
combat Tar Spot. In fielding calls on this topic, | direct opera-
tors to consider 1) hybrid selection and 2) fungicide usage
and timing.

In 2018 and then again in 2021, Tar Spot had perfect mild
temperatures and moist conditions to promote the infesta-
tion. This caused corn plants to deteriorate from solid
mid-August stands to looking like November corn plants over
the course of 10-20 day. You must know and note these fields
to plan for next year. So while it might not be feasible for every
operation to have scouts in the field daily, an intentional
scouting drive-by quickly shows Tar Spot problems and
informs future plantings on those acres that then demand
genetic diversity through hybrid selection. Genetic diversity is
more important now than ever for general disease prevention
and Tar Spot particularly. Therefore, the operation's scout
should make note of the hybrids that did not handle the
breakout well this year, and scan all three genetic
companies--Corteva, Bayer/Monsanto, and Syngenta.
Although individual seed companies have yet begun posting
Tar Spot scores in their program books, almost all have
created scores available for the asking.

Operations need a plan to change the genetics completely-
not just the hybrid—in scenarios with a heavy threshold of
down-corn and also in corn-on-corn rotations. | have fielded
dozens of phone calls where down-corn was a primary
concern.--“We had a derecho last year with higher winds
where my corn wasn't down this bad.” And while we cannot fix
this year's problem, we can have identified the cause. In 90%
of our field calls as we sifted through the corn residue, stalks
were riddled with Tar Spot lesions. Tar Spot shuts off the
ability for water to move throughout the plant, therefore
creating harsh seal quality, weakening the stalk. In these
down-corn scenarios, operators need to be especially aggres-
sive with hybrid selection. Even if an operation is tied in with
one seed company, operators should at least explore opportu-
nities of split planters on those acres with the worst down-
corn. No one company has the solution, as all three genetic
lineups have proven weaknesses and strengths with Tar Spot,
even in high-yielding, well-resistant hybrids.

Another decision-making consideration are individual
hybrids' "stay-green" scores. Oftentimes even if the hybrid is
infected with lesions, a good "stay-green" can fend off prema-
ture death for multiple days or even multiple weeks. This has

proven true especially in the northern corn growing zone
where Tar Spot had the most infestation. The goal is stable
yields.

Stable yields come from balancing inputs. And finding the
balance is key to staving off Tar Spot. So, yes, commodity
prices are still strong going into 2022, allowing you to capture
profit off those yields. But inputs are up as well. Seed. Fuel.
Fertilizer. Fungicide. Spending more on fungicide in years of
increased input costs might not be popular but there is some
evidence it combats Tar Spot. Knowing that a “must use”
fungicide application will not suit every farm, identifying the
acres where a Tar Spot breakout surrounds next year's corn
crop is extremely important. In two separate test plots in the
Grand Ridge/Ottawa area, a two-pass fungicide trial had
opposite results. Both tests had fungicide sprayed at VT, with
the second pass applied 21-23 days later. The first plot was
tested on a high yielding hybrid that has been a tad weak on
Tar Spot, resulting in the one-pass fungicide yielding 261bu/a
while the two-pass fungicide yielded 272bu/a with only
1-point increased moisture. That 11 bu/a increase on the
two-pass plot more than paid for the application. The second
test on a hybrid extremely strong on Tar Spot showed zero
evidence yield increase and had 2-points increased
moisture.

With the financial outlay significant for a two-pass fungi-
cides program especially with these input prices, what should
drive the decision? First, the hybrid selection, as seen in the
results of the 2nd plot is significant. And second, a commit-
ment to scout fields and push off fungicide timing until Tar
Spot is more relevant and closer to Brown silk is crucial.
Consistent scouting over time in a year like this one gave us
valuable information. We scouted ten days prior to VT all over
LaSalle County and saw little to no disease; however, once
brown silk rolled around, plants were hit with all sorts of
pressure--not just Tar Spot but also Northern Leaf Blight and
Common Rust to name two. On farm calls have shown that
when dealing with Tar Spot, a fungicide with a triple mode of
action is a must, especially fungicides with labels for group 3,
7, 11 chemistry.

Depending on weather and year, early and late planted corn
can vary what was hit the hardest as well. Slightly spreading
out your planting dates is another small but cost effective way
to combat this ever evolving disease. With time, more data to
drive genetically evolved hybrids will help keep us moving
forward and alleviate some pain of this potentially devastating
disease.

Lucas Hill
Hill Bros Seed Service




How TO FILL OUT A BALANCE SHEET FOR YOUR AG BANKER

A balance sheet is a requirement for us at Flanagan State
Bank when we meet with existing or prospective customers.
The balance sheet shows what the farmer has as far as
Assets (items the farmer owns) and Liabilities (items the
farmer still owes money on) as of that day. It will also have
Current Assets and Liabilities, Intermediate Assets and
Liabilities, and Long-Term Assets and Liabilities. | am sure
most farmers out there have sat down and put together a
balance sheet at some point for either their own personal
records, or for a bank.

At Flanagan State bank, it is required to do so yearly for
every customer, and sometimes quarterly for the bigger
operation or operations that need a little more help. It is a
good practice to do the balance sheet at roughly the same
time each year. This is a good practice because some farmers
make grain sales before the end of the year or wait until after
the first of the year to make their grain sales for tax purposes.
These decisions should be made along with the farmers tax
preparer.

Now, let us get into the specifics of an Agricultural Balance
Sheet. As stated before, there are two sides to the balance
sheet, the Assets, and the Liabilities. The Assets can range
from cars, ATVs, Tractors, Combines, Household items, tools,
buildings, personal residence, farm ground etc. And the
Liabilities can range from Accounts payable (Seed, Fertilizer,
Chemicals, Cash Rent), Operating Loans, Machinery Loans,
House Loans, Farm Ground Loans, Car Payments, etc.

e Current Assets/Liabilities - these are things that are
owed or things you have on hand that can be liquidated and
paid down within the next 12 months. Typically, this is cash,
savings, checking, Crops on hand, Contracted Crops yet to be
delivered, Prepaid expenses, Government Payments, etc.
Current liabilities are Accounts Payable, Accrued Interest,
Notes Payable, Taxes Due, Current portions of loans due, etc.

¢ Intermediate Assets/Liabilities - these are things that the
farmer owns/owes that have the average “lifespan” of 1to 5
years. Examples of Intermediate Assets are Machinery,
Equipment, Personal Vehicles, Cash Value Life Insurance,
Recreational Vehicles, Household items, etc. Intermediate
Liabilities are debts to Machinery, EqQuipment, Vehicles,
Household Furnishings, Credit Cards, etc.

¢ Long-Term Assets/Liabilities - these are things that the
farmer owns/owes that have the “lifespan” over 5 years.
These are typically related to Real Estate. Long-Term Assets
are farmland owned, personal residence, other real estate
owned, etc. Long-Term Liabilities are typically all the Real
Estate Mortgages owed by the farmer.

An in-depth balance sheet can help the loan officer and
bank see what each operation is about. You can see how
leveraged the farmer is by looking a balance sheet and it will
also help you figure out the repayment capacity needed to
make it cash flow. There are 3 main things that us at Flana-
gan State Bank look at when we get a prospective farmer’s
balance sheets.

e WORKING CASH - this is a farmers CURRENT ASSETS
less their CURRENT LIABILITIES.

* Current Ratio - This is CURRENT ASSETS divided by
CURRENT LIABILITES.

* Debt to Asset Ratio - This is TOTAL LIABILITIES divided by
TOTAL ASSETS.

* Net Worth - This is TOTAL ASSETS less TOTAL LIABILITIES.

These numbers and ratios are very useful for your banker to
assess your operations current situation. The “standard”
numbers and ratios vary from bank to bank, but for the most
part all lenders and banks are in the same “ball-park” listed
below.

* Working Cash and Current Ratio - These two go hand in
hand. These tell the lender what/if you are able to handle
another payment. These can also help supplement income if
the growing year does not go as planned. Ideal numbers or
ration is 1.50 or you have $1.50 for every $1.00 owed in the
next 12 months.

* Debt to Asset Ratio - This tells the lender how leveraged
the farmer is, or how much of the farmer owes versus owns.
The ideal ratio is as close to zero as possible, but that is not
possible for hardly any new or younger farmers. We are
looking anywhere from 20%-70%. The younger the farmer
typically the more leveraged or the higher the ratio will be.

e Net Worth - This tells the lender and the farmer how
much their operation is worth. This can be skewed if the
farmer does not OWN the land or equipment outright. The
younger the farmer, typically, the less the Net Worth.

*If you need help filling a Balance Sheet out, please feel free to reach out to
any one of our Ag Lenders listed on the back of this packet. We are more
than willing to get you an empty balance sheet and help you fill it out.
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PROJECTIONS & BREAK EVEN ANALYSIS

*These numbers are a culmination of FINBIN, FBFM, & Flanagan State Bank average numbers of all farmers. LANAG
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PROJECTIONS & BREAK EVEN ANALYSIS (CONT)
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2022 FARM LEASE COMPARISONS
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