
Sections J & K
Farm Assets & Debt



Farm Equity Purpose

Why so much detail on a $ensitive $ubject? 
• A complete and accurate financial picture of the agricultural 

sector requires wealth measurement via the balance sheet
• Equity = assets - debt
• Provides more detailed picture of the sector balance sheet’s 

strengths and weaknesses



Farm Equity Purpose (continued)

• To evaluate credit and lending conditions in the farm sector 
• Many of the current financial concerns about agriculture 

involve asset (land values) and debt repayment 
• Without good data, lenders may be too cautious and leave 

farmers with fewer borrowing opportunities
• Needed by:

• Lenders
• Input providers
• Policymakers



Fair Market Value

Fair Market Value – price for which the assets could be sold 
under the market conditions existing at the specified date
• Assumes that buyers and sellers exist
• Assumes no unusual circumstances
Value may be available by respondent from: 
• Net worth statements from loans
• Business financial statement



Asset Ownership

We collect the Fair Market Value of specific assets owned by
• the operation (or corporation)

What if the assets are owned by the farmer?
• Report it under the household Section N

What if assets are used in multiple operations? 
• Asset belongs to operation that uses it the most



Farm Assets – Land and Buildings

If living “off-farm” 
pay attention to the 
ownership, asset 
may belong to the 
household

All the homes owned by the 
farm – empty or occupied

Separate orchard crops from the 
land they are on.

Include all the acres recorded in 
Section A, item 1 even if rented out



Vehicles and Machinery 

Check Loan Section
Include shares received 
in lieu of dividends

• Values dependent on farm type and size
• If equipment is expected but not reported, check for expenses 

on leased equipment

Use Reference Date – 
Assets may depreciate 
over time



Assets – Jan 1 and Dec 31

Net Farm Income looks at 
changes in inventory 



Assets - Crop and Livestock

If BOY = EOY, probe. We expect these 
values to be different. If you are told they 
are the same, educate us with a note.

It is possible that BOY or EOY = 0 
when farm is starting or 
stopping a practice.

Regardless of location

Exclude production under contract

Stored crops must be in 
whole form, can be 
purchased or harvested



Assets - Livestock
Make sure data across sections make sense
• Asset Section J – December 31 owned 
• Livestock Section C – December 31 owned

• Livestock operations may have animals at separate locations 
based on age 



Assets – Livestock Exclusions

Livestock Assets – Jan 1 and Dec 31
• Exclude livestock not owned, including raised under contract
• Exclude livestock raised by another farm under a contract
• Exclude livestock owned for pleasure (except equine)



Assets - Production Inputs

Production inputs are divided based on 
• 3d - “Paid and waiting to be used” 
• 3e - “Paid and already used”

• These are ‘sunk costs’ and lead to a potential asset or income
• May be reflected on expenses section this year or previous year 
• If unaccounted for: expenses with no corresponding income or assets
• Can apply to contractees not yet reimbursed



Liquid Assets
• Can farmers convert assets to cash?
• Includes liquid and semi-liquid assets
• Almost every producer should have some other farm assets.

• Cash, bonds, CDs, savings, checking accounts
• Hedging account balances
• Government payments due
• Balance of land contract sales
• Money owed to the operation outside Section F
• Quotas and allotments (if excluded from item 1)
• Livestock products stored but not sold (milk before hauling)



Debt Section K 

• Debt is recorded only once in the questionnaire
• Farm debt : Section K
• Household debt : Section N

• Include previous year debt not paid off by January 1
• Include amounts used from established lines of credit
• Include all loans taken out in current year, regardless if repaid

Do not skip entire section K



Operating Loans

• Item 2 is for loans repaid during the reference year, commonly 
referred to as “operating loans”

• Loans repaid but not in their entirety during current year belong in 
Item 3



Debt Table

What loans belong in the debt table?
• Loans not fully repaid from Question 2 
• Loans with a positive Dec 31 balance

Having a 0 balance on Dec 31 - disqualifier
Having a 0 balance on Jan 1 is OK 

Must be Positive



Debt Table

Record their 5 
largest loans first.

Rest goes here



Debt Table – Lender Type

• You can have same lender code for multiple loans
• Loans through private lenders but guaranteed by FSA – not FSA code
• Loans borrowed from life insurance company – Code 7
• Loans borrowed against life insurance policies – Code 14 ‘other debts’
• Unpaid bills – Code 14 ‘other debts’



Debt Table – Balance

• We report the balance owed at the beginning and end of year
• Remember that December 31 balance must be positive
• No need to determine interest owed for remainder of the loan

Must be PositiveDelinquent 
interest



Debt Table – Interest Rate

• Interest rate reported to the hundredth of a percent
• Interest rate as of December 31 
• You can have debt recorded with zero percent

• Common with short term financing
• Common with debt owed to family members



Debt Table – Loan Types

• Line of credit balances often designated as ‘production loans’, 
seasonal to finance production then repaid after sales 

• To determine the code, asking 1 characteristic at a time may help:

Is Real Estate?

NO

YES Producer’s House?
NO Code 3

Code 4

More than 12 months?

NO

YES

Code 1

Code 2

YES



Debt Table – Year and Term

Column 6 - Enter the 4-digit year the loan was obtained
• If refinanced, enter year loan was refinanced instead

Column 7 - Enter # of years of the original term of loan
• Minimum = 1 (round up as needed)
• If refinanced, enter # of years for which it was refinanced



Debt Table – Column 8

We determine % of loan used for the farm operation 
• Commonly 100% 
• If operation owns a residence, debt on residence is valid

Duplication Warning - The purpose is to exclude non-farm 
purposes relating to debt



Where does this debt belong?
New 30-year loan used to finance farmland
• Item 2 – does not belong
• Item 3 table
• New debt will have no column 2, BOY value



Where does this debt belong?

Loans used to finance farm equipment 
Variable interest rate averaging 5%, was 4.25% on Dec 31
• Item 3 table



Where does this debt belong?

Seasonal production loan of less than 1 year was 
taken out current year
• Item 2 – what was already repaid on loan
• Item 3 table – includes end of year balance



Where does this debt belong?

Seasonal production loan of less than 1 year was 
taken out current year and fully repaid
• Item 2 – repayment amount on loan
   Not item 3



Where does this debt belong?

100% non-farm debt – Does not belong
The amount of the non-farm debt secured by a farm 
asset is recorded in Section N: Farm Producer Household



Digital Banking

Question applies to business and personal banking
• Online banking  - logging in to bank’s website using 

computer
• Mobile banking – accessing bank via an app from 

mobile device 
Mobile

Online



Digital Banking

The questionnaire then asks usage of digital banking for types 
of services and how often in-person banking took place



Reminders

• A farm’s assets and debt play an important role in 
understanding their financial well-being

• Check for duplication among assets
• Be able to explain liquid assets to respondents
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