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[bookmark: PART_I_–_SHORT_MULTIPLE_CHOICE]PART I – SHORT MULTIPLE CHOICE
[bookmark: (100_Points_–_2_Points_Each)_Select_the_](100 Points – 2 Points Each) Select the BEST answer.

1. Which ﬁnancial statement shows assets, liabilities, and net worth on a given date?
a. Income statement
b. Cash ﬂow statement
c. Balance sheet
d. Enterprise budget

2. Which of the following is a current asset?
a. Farmland
b. Breeding livestock
c. Feed inventory
d. Equipment

3. Lenders are most concerned about which factor when making loan decisions?
a. Yield history
b. Cash ﬂow
c. Farm size
d. Market prices

4. A loan used to buy seed, fertilizer, and chemicals is called a:
a. Mortgage loan
b. Intermediate-term loan
c. Operating loan
d. Revolving consumer loan

5. Which of the following is a liability?
a. Crop insurance proceeds
b. Accounts payable
c. Stored grain
d. Prepaid expenses

6. Net worth is calculated as:
a. Total income minus total expenses
b. Assets minus liabilities
c. Income plus assets
d. Cash ﬂow minus debt

7. Which ratio measures short-term repayment ability?
a. Debt-to-asset ratio
b. Current ratio
c. Equity ratio
d. Proﬁt margin




8. A higher debt-to-asset ratio indicates:
a. Stronger liquidity
b. Lower ﬁnancial risk
c. Higher ﬁnancial risk
d. Greater proﬁtability

9. Depreciation represents:
a. A cash expense
b. Asset appreciation
c. Decline in asset value over time
d. Loan repayment

10. Credit is best deﬁned as:
a. Cash a producer has available
b. The ability to borrow money with a promise to repay
c. Net income after expenses
d. Equity in land

11. Which of the following would most likely be used as collateral for an intermediate-term loan?
a. Feed inventory
b. Accounts receivable
c. Machinery and equipment
d. Prepaid expenses

12. Working capital is calculated as:
a. Total assets minus total liabilities
b. Current assets minus current liabilities
c. Total income minus expenses
d. Cash minus notes payable

13. Which statement best describes an operating line of credit?
a. A loan repaid over 30 years
b. A loan for land purchases
c. Credit used repeatedly within a production year
d. A personal consumer loan

14. Which repayment source is preferred by agricultural lenders?
a. Sale of land
b. Net cash income from operations
c. Equipment trade-ins
d. Government disaster payments

15. Which ﬁnancial ratio measures solvency?
a. Current ratio
b. Operating expense ratio
c. Debt-to-asset ratio
d. Asset turnover ratio

16. A producer with strong equity but weak cash ﬂow is considered:
a. Low risk
b. High risk
c. Risk free
d. Automatically approved



17. Which of the following increases a borrower’s equity?
a. Taking out a new loan
b. Appreciating asset values
c. Higher interest rates
d. Increasing operating expenses

18. Which of the following is a non-current liability?
a. Accounts payable
b. Current portion of long-term debt
c. Real estate mortgage balance
d. Accrued interest

19. The principal purpose of a cash ﬂow statement is to show:
a. Proﬁtability
b. Solvency
c. Ability to repay debt
d. Asset values

20. Which of the following does NOT affect cash ﬂow?
a. Loan principal payments
b. Operating expenses
c. Depreciation
d. Crop sales

21. A lender evaluates Character, Capacity, Capital, Collateral, and Conditions. These are known as:
a. Financial ratios
b. Credit principles
c. The Five C’s of Credit
d. Loan standards

22. Which of the following would improve a current ratio?
a. Increasing current liabilities
b. Decreasing cash
c. Paying down operating debt
d. Purchasing equipment with cash

23. Net farm income differs from cash income because it:
a. Excludes operating expenses
b. Accounts for depreciation and inventory changes
c. Ignores loan payments
d. Only includes crop receipts

24. Which item is most commonly ﬁnanced with a long-term loan?
a. Fertilizer
b. Fuel
c. Farmland
d. Seed

25. Which of the following represents liquidity?
a. Ability to repay all debts eventually
b. Ability to cover long-term loans
c. Ability to pay bills as they come due
d. Ability to earn a proﬁt

26. If total current assets are $450,000 and total current liabilities are $300,000, working capital equals:
a. $150,000
b. $750,000
c. $300,000
d. $450,000

27. Crop insurance primarily reduces:
a. Production risk
b. Market risk
c. Financial leverage
d. Interest expense

28. A borrower whose debt payments exceed cash available for repayment is:
a. Liquid
b. Solvent
c. Over-leveraged
d. Proﬁtable

29. Which of the following would most concern a Farm Credit lender?
a. Low yields and weak cash ﬂow
b. High yields and low debt
c. Strong equity and strong cash ﬂow
d. Moderate debt and crop insurance

30. Which ﬁnancial statement best shows repayment ability?
a. Balance sheet
b. Income statement
c. Cash ﬂow statement
d. Enterprise budget

31. Which of the following improves loan repayment capacity?
a. Higher interest rates
b. Increased operating costs
c. Lower ﬁxed expenses
d. Increased debt

32. What happens to cash ﬂow when principal loan payments are made?
a. Cash inﬂow increases
b. Cash outﬂow increases
c. Net worth decreases only
d. Assets increase

33. Which statement best describes collateral?
a. Cash available for operations
b. Income used to repay loans
c. Assets pledged to secure a loan
d. Government guarantees



34. Which producer is most likely to receive favorable loan terms?
a. High debt, volatile income
b. Low equity, high cash ﬂow
c. Strong equity and stable cash ﬂow
d. New producer with no records

35. Which of the following does NOT increase ﬁnancial risk?
a. Higher leverage
b. Variable interest rates
c. Crop insurance coverage
d. Tight cash ﬂow margins

36. The portion of a loan payment that reduces the loan balance is called:
a. Interest
b. Principal
c. Amortization
d. Collateral

37. A producer reﬁnancing debt is primarily attempting to:
a. Increase total debt
b. Improve cash ﬂow
c. Buy new assets
d. Reduce equity

38. Which item would appear as a cash inﬂow on a cash ﬂow statement?
a. Depreciation
b. Loan proceeds
c. Inventory appreciation
d. Accrued interest

39. A farm with a debt-to-asset ratio of 0.70 is:
a. Very low risk
b. Moderately leveraged
c. Highly leveraged
d. Debt free

40. Which of the following best describes solvency?
a. Short-term repayment ability
b. Long-term ﬁnancial stability
c. Annual proﬁtability
d. Input efficiency

41. Interest expense is primarily affected by:
a. Yield per acre
b. Loan balance and interest rate
c. Operating efficiency
d. Asset turnover

42. Which of the following is NOT a source of loan repayment?
a. Cash farm income
b. Sale of assets
c. Reﬁnancing
d. Depreciation




43. A farm business’s ﬁnancial position on December 31 is shown by the:
a. Income statement
b. Cash ﬂow statement
c. Balance sheet
d. Enterprise budget

44. Which of the following increases net worth?
a. Borrowing money
b. Appreciating land values
c. Paying interest
d. Depreciation

45. A Farm Credit lender would view which situation as lowest risk?
a. High debt, no insurance
b. Moderate debt, stable yields, insurance
c. Low debt, volatile yields, no insurance
d. New producer, no equity

46. Which ﬁnancial measure best evaluates repayment margin?
a. Net worth
b. Cash ﬂow surplus
c. Debt-to-asset ratio
d. Operating expense ratio

47. A current ratio below 1.0 indicates:
a. Strong liquidity
b. Strong solvency
c. Liquidity problems
d. Excess borrowing capacity

48. Loan amortization refers to:
a. Paying interest only
b. Gradual repayment of principal and interest
c. Reﬁnancing debt
d. Using collateral

49. Which factor most improves creditworthiness?
a. Higher land values
b. Strong repayment history
c. Larger operation size
d. Government payments

50. A producer’s ability to repay debt from normal operations is known as:
a. Liquidity
b. Solvency
c. Repayment capacity
d. Proﬁtability

[bookmark: PART_II_–_PROBLEM_SOLVING_MULTIPLE_CHOIC]




PART II – PROBLEM SOLVING MULTIPLE CHOICE
(150 Points Total)
Round answers to two decimal places.

A. LOAN & INTEREST CALCULATIONS
A producer borrows $200,000 at 6.0% APR for 10 years with equal annual payments of $27,183.

1. How much interest is paid in Year 1?
a. $12,000
b. $10,000
c. $27,183
d. $17,183

2. How much principal is paid in Year 1?
a. $15,183
b. $12,000
c. $27,183
d. $10,000

3. What is the loan balance after Year 1?
a. $200,000
b. $184,817
c. $172,817
d. $160,000

4. What is the total amount of interest paid over the life of the loan?
a. $71,830
b. $100,000
c. $271,830
d. $118,300

5. What percentage of the Year 1 payment goes toward principal (rounded to the nearest whole percent)?
a. 44%
b. 50%
c. 56%
d. 60%


B. [bookmark: B._BALANCE_SHEET_&_NET_WORTH_ANALYSIS]BALANCE SHEET & NET WORTH ANALYSIS

	Cash	$50,000
	Crops & Inventory	$250,000

	Operating Loan	$180,000
	Machinery owned	$650,000

	Machinery Loan	$309,500
	Real Estate Mortgage	$540,000

	Land Owned	$1,050,000
	Accounts Payable	$10,500



6. Total assets equal:
a. $1,750,000
b. $1,950,000
c. $1,850,000
d. $2,000,000

7. Total liabilities equal:
a. $890,000
b. $1,040,000
c. $860,000
d. $1,180,000

8. Net worth equals:
a. $910,000
b. $1,090,000
c. $1,180,000
d. $960,000

9. Debt-to-asset ratio equals:
a. 0.44
b. 0.52
c. 0.61
d. 0.72
















C. [bookmark: C._CASH_FLOW_ANALYSIS]CASH FLOW ANALYSIS
A farm expects:
	Cash inflows
	$600,000

	Operating expenses
	$450,000

	Annual debt payments
	$120,000



10. Net cash farm income equals:
a. $150,000
b. $270,000
c. $450,000
d. $30,000

11. Net cash ﬂow after debt service equals:
a. $30,000
b. $120,000
c. -$120,000
d. $270,000

12. What percentage of cash inflows is spent on operating expenses?
a. 65%
b. 70%
c. 75%
d. 80%

13. What percentage of net cash farm income is used to cover annual debt payments?
a. 60%
b. 70%
c. 75%
d. 80%

14. How much cash remains after paying operating expenses and debt service as a percentage of total cash inflows?
a. 3%
b. 5%
c. 8%
d. 10%


D. LOAN AMORTIZATION & DEBT ANALYSIS
[bookmark: Summertime_Ranch_has_just_financed_the_p]Summertime Ranch has just financed the purchase of 50 acres of pastureland to expand their cattle operation. The total for the loan is $229,500. At the local Farm Credit institution, Summertime Ranch has financed the amount for this land for 30 years with annual payments at a 7% interest rate. Below is the layout of the first 7 payments. Complete the calculations and answer the questions below.
	Year
	Beginning Balance
	Annual Payment
	Interest Paid
	Principal Payment
	Ending Balance

	1
	$229,500
	$18,322.43
	$15,991.15
	$2,331.28
	$227,168.72

	2
	$227,168.72
	$18,322.43
	$15,901.81
	$2,420.62
	$224,748.10

	3
	$224,748.10
	$18,322.43
	$15,730.57
	$2,591.86
	$222,156.24

	4
	$222,156.24
	$18,322.43
	$15,547.34
	$2,775.09
	$219,381.15

	5
	$219,381.15
	$18,322.43
	$15,351.26
	$2,971.17
	$216,409.98

	6
	$216,409.98
	$18,322.43
	$15,141.42
	$3,181.01
	$213,228.97

	7
	$213,228.97
	$18,322.43
	$14,916.87
	$3,405.56
	$209,823.41



15. What is the balance of the loan after one year’s payment?
a. $199,178.85
b. $187,778.85
c. $227,168.72
d. $170,579.30

16. What is the amount of interest paid in year 3?
a. $15,141.42
b. $15,730.57
c. $14,916.87
d. $15,351.26

17. What is the total amount paid over the 30-year life of the loan?
a. $320,172.90
b. $549,672.90
c. $229,500.00
d. $518,000.00

18. In year 4, how much principal was paid towards the reduction of the loan?
a. $2,591.86
b. $2,775.09
c. $2,971.17
d. $3,181.01

19. After 3 years how much total principal had been paid towards the loan?
a. $7,163.76
b. $7,343.76
c. $7,543.76
d. $7,943.76


E. [bookmark: E._INCOME_STATEMENT_ANALYSIS]INCOME STATEMENT ANALYSIS
Sammy’s Sugarcane Farm
	Sugarcane sales	$300,000
	Government income	$25,000

	Fertilizer expense	$5,000
	Storage facilities rent	$7,000

	Income tax expense	$47,000
	Labor expense	$82,000

	Equip. depreciation expense	$10,000
	Insurance	$12,000

	Cost of goods sold	$180,000
	Marketing expense	$5,000

	Farmland lease income	$48,000
	Fuel	$20,000



20. What is the total revenue for Sammy’s Sugarcane Farm?
a. $332,000
b. $355,000
c. $380,000
d. $405,000

21. Which of the following is the total variable cost, including COGS, labor, fuel, fertilizer, and marketing?
a. $287,000
b. $292,000
c. $297,000
d. $302,000

22. What is the total fixed cost, including insurance, equipment depreciation, and income tax expense?
a. $59,000
b. $64,000
c. $69,000
d. $74,000

23. What is Sammy’s Sugarcane Farm’s net income?
a. $9,000 profit
b. $19,000 profit
c. $21,000 loss
d. $29,000 profit

24. What is the farm’s profit margin (rounded to the nearest whole percent)?
a. 3%
b. 5%
c. 7%
d. 10%











F. [bookmark: F._EQUIPMENT_COST_ANALYSIS]EQUIPMENT COST ANALYSIS

Ms. Green is deciding whether to buy, lease, or hire custom planting for her soybean farm. She plans to plant 520 acres of soybeans. If she buys (owns) the equipment, her annual fixed costs will be $8,320 and her operating (variable) costs will be $6,240. If she leases the equipment, it will cost $60 per hour and she can plant 6.5 acres per hour. A local operator has offered to custom plant all of the acres for a total cost of $14,300. Please help Ms. Green make her decision by answering the following questions.

25. What is the per acre variable cost of owning the planting equipment?
a. $10.00/acre
b. $12.00/acre
c. $15.00/acre
d. $20.00/acre

26. What is the total per acre cost of owning the planting equipment?
a. $17.00/acre
b. $20.00/acre
c. $25.00/acre
d. $28.00/acre

27. What is the per acre cost of leasing the planting equipment?
a. $9.23/acre
b. $10.00/acre
c. $12.00/acre
d. $15.00/acre

28. What is the per acre cost of custom planting?
a. $25.00/acre
b. $27.50/acre
c. $28.00/acre
d. $30.00/acre

29. Which alternative should Ms. Green choose if the lowest cost per acre is the most important factor?
a. Buy/own the planting equipment
b. Lease the planting equipment
c. Custom plant the field
d. Split the acreage between options













G. [bookmark: G._BUDGET_&_BREAKEVEN_ANALYSIS]BUDGET & BREAKEVEN ANALYSIS
Jordan Ellis (Bayou Roots Farm) is a Louisiana farmer planning sweet potato production for the upcoming year. Jordan plans to grow 300 acres of sweet potatoes using raised beds and plastic mulch. Refer to the provided Estimated Costs Per Acre for Sweet Potato Production (Louisiana, 2025) table to answer the following questions:
[image: ]
30. What are the total fixed expenses per acre?
a. $171.34
b. $599.21
c. $652.45
d. $1,246.20

31. What is the largest direct expense per acre?
a. Fertilizer
b. Plastic Mulch
c. Labor
d. Seed


32. How much would Jordan plan to spend on fertilizer per acre?
a. $161.20
b. $260.40
c. $94.80
d. $120.00

33. What is the total cost of fuel per acre?
a. $35.00
b. $41.96
c. $53.12
d. $69.03

34. How much should Bayou Roots Farm expect to spend on seed for the entire 300 acres?
a. $8,325,000
b. $7,500,000
c. $6,750,000
d. $5,550,000

35. What is the total labor cost per acre?
a. $148.30
b. $69.03
c. $222.71
d. $19.20

36. How much would the plastic mulch cost for 300 acres?
a. $214,380
b. $200,000
c. $175,000
d. $225,600

37. What are the total direct expenses per acre?
a. $29,614.57
b. $29,785.91
c. $652.45
d. $1,246.20

38. What are the total specified expenses per acre?
a. $29,614.57
b. $171.34
c. $29,785.91
d. $30,000.00

39. Which category represents the largest overall cost burden in sweet potato production?
a. Fixed expenses
b. Labor
c. Direct expenses
d. Fuel













H. Pre-Marketing Hedge

Jackson Riley farms 1,200 acres of rice with an average yield of 90 hundredweight (cwt) per acre, producing 108,000 cwt total.
· October rice price: $18.20/cwt
· March rice futures price: $17.80/cwt

Jackson also farms 600 acres of corn yielding 185 bushels per acre, producing 111,000 bushels total.
· September corn price: $5.90/bu
· January corn price: $6.05/bu
· March corn price: $6.10/bu


40. Jackson needs $210,000 in October to cover expenses. What is the BEST way to meet this obligation?
a. Sell 11,538 cwt of rice in October at $18.2
b. Sell 30,000 bu of corn in March at $6.10
c. Sell nothing until January
d. Sell only rice in March

41. Rice prices drop from $18.20 to $17.00 in October. Jackson pre‑sold 50,000 cwt at
$18.20. What should he do with the remaining rice?
a. Sell all remaining rice immediately
b. Sell half now and wait on the rest
c. Wait and hedge using March futures
d. Do nothing

42. If the local corn price is $5.90 and the March futures price is $6.10, what is the basis?
a. $0.20
b. -$0.20
c. $12.00
d. $0.10

43. Jackson sells 25,000 bushels of corn in September at $5.90. What is the total revenue from that sale?
a. $147,500
b. $150,000
c. $152,500
d. $155,000

44. Jackson decides to sell half of his total corn in September and half in January. What is his expected total revenue?
a. $663,225
b. $666,000
c. $669,975
d. $672,450

45. Corn prices fall from $5.90 to $5.65 before harvest. What is the BEST marketing response?
a. Sell immediately to avoid further loss
b. Wait and hope prices increase
c. Sell part and hedge the rest
d. Ignore the market

46. Jackson hedges 40,000 cwt of rice at the March price of $17.80 instead of the October price of $18.20. What potential revenue is lost per cwt?
a. $0.20
b. $0.40
c. $0.60
d. $1.00

47. If Jackson earns strong profits from corn sales, what is one key financial concern when marketing rice?
a. Equipment depreciation
b. Tax liability
c. Yield potential
d. Labor shortages

48. Jackson sells corn using three contracts: 10,000 bu at $5.90, 20,000 bu at $6.05, and 30,000 bu at $6.10. Which contract generates the highest total revenue?
a. 10,000 bu at $5.90
b. 20,000 bu at $6.05
c. 30,000 bu at $6.10
d. All are equal

49. Jackson contracts corn for delivery but cannot meet the required amount. What is the BEST option?
a. Cancel the contract without penalty
b. Roll the contract forward
c. Ignore the contract
d. Sell equipment to cover it

50. Jackson is considering forward contracting 70% of his rice production before harvest to lock in prices. What is the primary advantage of this strategy?
a. Eliminates all production risk
b. Guarantees the highest possible market price
c. Reduces price risk and stabilizes income
d. Increases total yield potential


2026 Louisiana State FFA Farm Business Management Career Development Event


Key
Multiple Choice

	1.	C
	11.	C
	21.	C
	31.	C
	41.	B

	2.	C
	12.	B
	22.	C
	32.	B
	42.	D

	3.	B
	13.	C
	23.	B
	33.	C
	43.	C

	4.	C
	14.	B
	24.	C
	34.	C
	44.	B

	5.	B
	15.	C
	25.	C
	35.	C
	45.	B

	6.	B
	16.	B
	26.	A
	36.	B
	46.	B

	7.	B
	17.	B
	27.	A
	37.	B
	47.	C

	8.	C
	18.	C
	28.	C
	38.	B
	48.	B

	9.	C
	19.	C
	29.	A
	39.	C
	49.	B

	10. B
	20.	C
	30.	C
	40.	B
	50.	C



Problem Solving

	51.	A
	61.	A
	71.	B
	81.	D
	91.	C

	52.	A
	62.	C
	72.	C
	82.	A
	92.	B

	53.	B
	63.	D
	73.	C
	83.	C
	93.	A

	54.	A
	64.	B
	74.	B
	84.	A
	94.	A

	55.	C
	65.	B
	75.	B
	85.	C
	95.	C

	56.	D
	66.	B
	76.	D
	86.	A
	96.	B

	57.	B
	67.	B
	77.	A
	87.	A
	97.	B

	58.	D
	68.	B
	78.	C
	88.	C
	98.	C

	59.	B
	69.	B
	79.	B
	89.	C
	99.	B

	60.	A
	70.	C
	80.	A
	90.	A
	100.  C





image1.png
Table 1A, Estimated Costs per Acre, Sweet Potato Produciton, Mother Beds, Loisiana 2025

TTEM Unit Price Quantity Amount __Your Value
DIRECT EXPENSES
seed

Producer Grown bu. $18.00 112500 $20,25000

Foundation Seed bu. $20.00 37500 $7,500.00
Fertilizer

Nitrogen Ibs. s0.52 40.00 $20.80

Phosphate Ibs. 50.79 120,00 $94.80

Potash Ibs. 5038 12000 $45.60
Herbicide

Command 3ME pts. $17.50 134 $2336
Insecticide

Brigade EC oz 5127 3.20 $4.05

Leverage oz 5203 2.80 $5.69
Fungicide

Botran 75W Ibs. $17.18 225 $3866
Labor Ib.

Tractors hr. $14.83 465 $69.03

Self-Propels hr. $14.83 036 $5.38

Other Hired Labor hr. $14.83 10.00 $148.30
Fuel

Tractors gal. $2.80 1862 $5213

Self-Propels gal. $2.80 035 $50.99
Repair and Maintenance

Tractor acre $13.18 1.00 $13.18

Self-Propels acre 5030 100 $0.30

Implements acre $28.48 100 $28.08
Other Inputs

Plastic Mulch roll $238.20 3.00 $714.60
Interest on Operating Capital acre $599.21 1.00 $599.21
TOTAL DIRECT EXPENSES $29,614.57
FIXED EXPENSES

Tractor acre $99.71 1.00 $99.71

Self-Propels acre $2.20 1.00 $2.20

Implements acre $69.43 100 $69.43
TOTAL FIXED EXPENSES 17134

TOTAL SPECIFIED EXPENSES

$29,785.91





