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Orchard Renewal Decisions should be 
based on Capital Investment Analysis

Capital investment analysis is a budgeting 
procedure to assess the potential profitability 
of a long-term investment.  The goal is to 
pinpoint the the most likely profitable option, 
at a minimum, based on a discounted cash flow 
analysis – net present value and internal rate of 
return.



Orchard Renewal Decisions should be 
based on Capital Investment Analysis

Block-by-block accounting is essential!

85 percent of agricultural producers do not 
have adequate accounting data to complete an 
accurate, meaningful capital investment 
analysis!



Profitability
Can I Make Money Doing 
This?

1. Net Present Value
2. Internal Rate of Return

Feasibility
Can I Afford To Do This?

1. Cash Flow Analysis
- Year to cash flow
- Payback period
- Costs to implement



THREE Key Factors to 
Successful Orchard Renewal

1. Price
2. Yield (When & How Much)
3. Costs – Production & Establishment 
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Net	Returns	of	Establishing	a	Standard	and	Double	Density	Hazelnut	Orchard

Standard	Density Double	Density

Year	1					Year	2							Year	3							Year	4							Year	5						Year	6								Year	7							Year	8						Year	9						Year	10				Year 11			Year	12



$1.00 per Pound

Standard Double
Density Density

Net Present Value
6% Discount Rate

$ 1,019 $ 2,203

Internal Rate of Return

$10k/$20k Land Value
6.51% 7.09%

$15k/$20k Land Value
4.37% 4.86%

$1.25 per Pound

Standard Double
Density Density

Net Present Value
6% Discount Rate

$4,977 $7,035

Internal Rate of Return

$10k/$20k Land Value
8.33% 9.29%

$15k/$20k Land Value
5.99% 6.79%



Landowner’s 
Contributions

Tenant's 
Contributions

An equitable lease is one that compensates the tenant 
and landowner proportional to their contributions to 
the production of a crop for the duration of a lease.



Costs/Value of Investment     Landowner’s Share     Tenant’s Share
Land
Property Taxes

Irrigation System/Assessment

Long-term Assets on the Land*

Buildings/Shop/Similar Assets*

Machinery and Equipment*

Trucks, Vehicles, ATV, etc.*

Production Inputs

*That are used in the production of Hazelnuts for this lease only

Total Costs of Establishing a Standard Density Hazelnut Orchard

✔

✔

✔

✔

✔ ✔

✔ ✔

✔ ✔

✔ ✔



10,000$									 	
0.50%
3.00%
2.00%

-$															 	
(500.00)$								 	

Value	of	land	investment:
Annual	rate	of	land	appreciation	(%):
Annual	rate	of	return	on	investment	(ROI)	of	land	(%):
Inflation	rate	for	the	improvements	on	the	land	(%):
Beginning	value	of	improvements	on	the	land:
Ending	value	of	improvements	on	the	land:

Landowner's	Investment	Parameters:



Profit!



Year	10								Year	15									Year	20									Year	25							Year	30										Year	35								Year	40								Year	45							Year	50							Year	55						Year	60



Assumed $1.00/Lb Nuts, No Price Inflation, 3% Inflation on Costs; $12,000/acre Land
Economic Life of Orchard = 36 Years
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Ecomomic	Life	of	a	Standard	Density	Hazelnut	Orchard

Returns Total	Costs	(production	 costs	+	landowner's	ROI	on	land)	

Assumed $1.25/Lb Nuts, No Price Inflation, 3% Inflation on Costs; $12,000/acre Land
Economic Life of Orchard = 45 Years



Assumed $1.00/Lb Nuts, No Price Inflation, 3% Inflation on Costs; $15,000/acre Land
Economic Life of Orchard = 34 Years
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Ecomomic	Life	of	a	Standard	Density	Hazelnut	Orchard

Returns Total	Costs	(production	 costs	+	landowner's	ROI	on	land)	
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Ecomomic	Life	of	a	Standard	Density	Hazelnut	Orchard

Returns Total	Costs	(production	 costs	+	landowner's	ROI	on	land)	

Assumed $1.00/Lb Nuts, No Price Inflation, 0% Inflation on Costs; $12,000/acre Land
Economic Life of Orchard = Infinity



Landowner Tenant

2,180$															 3,380$															
8.43% 9.71%

The	year	returns	are	greater	
than	total	costs/investments	of	
all	previous	years:

16 14

Internal	rate	of	return:
Total	cash	cost	to	implement:

9 9

Financial	Feasibility

The	year	returns	are	greater	
than	annual	costs/investments:

Landowner	Share
29.55%

Equitable	Crop-Share	Lease
$1.00/lb	Nuts;	No	Price	Inflation;	3%	Cost	Inflation;	35	Year	Lease

Tenant	Share
70.45%
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Annual	Cash	Rent	Payments:	Based	on	3-Year,	5-Year	and	10-Year	Intervals

3	Year	Rent	 5	Year	Rent	 10	Year	Rent	



www.agbizlogic.com



What is AgBiz Logic?

AgBiz Logic (ABL) is a suite of economic, financial, 
and environmental decision-support tools that enable 
producers to increase or assess profitability while 
assessing environmental trade-offs. 
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AgBiz Logic Platform
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Accumulated Growing Degree Days (Base 50°F)
Corvallis

°F

By the 2030s, accumulated growing degree days from April 1 to October 31 is expected to
increase by 440 degree−hours for the low emissions future and by 532 degree−hours for the high emissions future

compared with the historical baseline.

Modeled Historic Baseline
(1976−2005)
Modeled Low Future
(2020−2049)
Modeled High Future
(2020−2049)
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Minimum Temperature
Corvallis

°F

By the 2030s, minimum temperature is expected to increase during all months
by 1.7° to 2.5°F for the low emissions future and by 2° to 2.9°F for the high emissions future

depending on the month compared with the historical baseline.

Modeled Historic Baseline
(1976−2005)
Modeled Low Future
(2020−2049)
Modeled High Future
(2020−2049)
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Modeled Historic Baseline
1976−2005

Modeled Low Future
2020−2049

Modeled High Future
2020−2049

N
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Number of Heat Waves per Year
Corvallis
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By the 2030s, the frequency of heat wave events (3+ consecutive days above 95°F) per year is expected to
increase by 0.3 occurrences for the low emissions future and by 0.6 occurrences for the high emissions future

compared with the historical baseline.

AgBizClimate
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Farm-level Data is “King” in AgBiz Logic

o Cost and return (enterprise) budgets are the 
foundation of ABL

o Three methods of data collection within ABL:
ü Schedule F (Form 1040) Federal tax 

returns
ü Import data from accounting system via 

.csv/.exe files
ü University & industry enterprise budgets

D
at

a 
is

 A
lw

ay
s i

n 
Se

as
on

.T
M

AgBiz LogicTM



D
at

a 
is

 A
lw

ay
s i

n 
Se

as
on

.T
M

AgBiz LogicTM

Data Collection – Schedule F
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Data Collection – Schedule F
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Data Collection – Schedule F
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Data Collection – Import from Accounting System
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Data Collection – Import from Accounting System
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Business Allocation
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Business Allocation
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Business Allocation
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Enterprise Allocation
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Enterprise Allocation
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Enterprise Allocation
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Enterprise Budget for Hazelnuts, can be at the block level!
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Detail Inputs and Costs from the General Format
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Detail Inputs and Costs from the General Format
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Detail Inputs and Costs from the General Format



D
at

a 
is

 A
lw

ay
s i

n 
Se

as
on

.T
M

AgBiz LogicTM

Detail Inputs and Costs from the General Format
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Data Collection – Use an University Budget
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Data Collection – Import from Accounting System


