2004
STATE FARM BUSINESS MANAGEMENT CONTEST
MULTIPLE CHOICE
(Score 2 points per question)

Name School

1. Anenterprise budget is:

a.  aphysca and financia plan for the entire farm business for a specific period
of time.

b.  statement of projected costs and returns associated with one production process,
usually for one production period.

c. thetoolsused in analyzing only changes in the farm operations and the potentia
change in net income.

d.  record of past production performance.

2. Renting land for cash rent rather than for production shares resultsin:
a  morerisk for thelandlord and less risk for the tenant.
b. lessrisk for the landlord and more risk for the tenant.
c. morerisk for both the landlord and the tenant.
d. lessrisk for both the landlord and the tenant.

3. Theformulafor calculating breakeven price to cover total operating costsis:
a.  Tota operating cost plus (Pricetimes Yield) =0
b. (PricetimesYield) minustotal operating costs=0
c. (PricetimesYield) minus (total operating costs plus total fixed costs) =0
d. (Total operating costs plus total fixed costs) minus (Pricetimes Yield) =0

4. Asafarmer plants more acres of corn, which of the following costsis least likely to
change?
a.  Average variable costs per acre
b. Total variable costs
c. Averagefixed costs per acre
d. Averagetota costs per acre

5. The workman's compensation law
a  guarantees agricultural workers over 16 a minimum wage
b.  providesfor payments by an employer to an employee injured on the job
c. dlowsfarm workersto pay income tax on only 50% of wages over a minimum
level
d. sipulates certain fringe benefits to be paid to full-time agricultural workers



10.

11.

12.

When afarmer increases an investment in land, building, and equipment without
increasing the total units of production, the cost per unit of production:

a  decreases

b. increases

C. remainsthe same

d. varieswith the operator

If tea and coffee are substitutes, then an increase in the supply of coffee will:
a.  increasethe demand for tea, al other things equal

b.  decrease the supply of tea, al other things equal

C.  decreasethe demand for tea, al other things equal

d. not affect the demand for tea

The process of finding the present value of adollar to be received at some future date
isknown as:

a.  compounding

b.  discounting

c. forwarding

d. ratioanalyss

A cost of production which does not vary with the level of total production and

includes such items as depreciation, taxes, insurance, and interest on investment is
cdled?

a. aliaility

b. avariable cost
c. total cost

d. afixed cost

The cost of using aresource in one way is the return that could be obtained from
using it in its most profitable aternative use. This economic principleis

a  Peter'sprinciple

b.  the principle of marginal substitutions

c. thelaw of diminishing returns

d. theprinciple of opportunity cost

A secured loan includes a pledge of a borrower's.
a  recepts

b. expenditures

c. lidbilities

d. assets

Agriculture is considered to more closely resemble perfect competition than any other
industry because

there are many producers

there is complete freedom to enter and leave the industry

knowledge of production and marketing is widely dispersed

farmers produce a homogeneous product

al above statements are correct
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18.

19.

A decrease in the value of the U.S. dollar relative to the currency of other countries
should result in:

a.  more costly importsto the U.S.

b. lesscostly importsto the U.S.

c. increased exportsto the U.S.

d. no effect on imports or exports.

A demand curve shows the relationship between quantity purchased and:
a qudity.

b. income.

c. supply.

d. price

Comparing the average retail price and the farm value of agricultural commodities
allows one to determine the portion of each dollar spent at the retail level that farm
and producers receive for agricultural commodities. The difference between retall
value and the farm value is the:

a.  value of marketing services for the commodity.

b. profit.

c. net farm revenue.

d. farmto city transportation cost.

The most important reason for a complete farm record keeping system should be:
a.  provideinformation for farm management decision making.

b.  to settleinsurance claims.

C.  tomeet the requirement for reporting hired labor.

d. for income tax reporting

Which of the following is a deductible cost to the farm business?
a. wages earned in an off-farm job

b. net farm profits

C. machinery depreciation

d. al of the above

An example of afarm non-cash cost would be ...
a. machinery operating expenses

b. cattlefeed

c. herbicides

d. interest on the owner's equity

In calculating accrua basis net income - the main adjustments made to cash
basis income are adjustments made for ...

a. family living expenses

b. inventory changes

C. principa payments on loans

d. changesin non-farm income



Mr. Retteb is purchasing a used tractor for $11,000. His dealer will finance the
tractor under the following terms. 10 percent down payment with the balance repaid
in equal payments over the next three years. The interest rate is 10 percent per year.

21.

22.

23.

24,

25.

26.

Mr. Retteb expects the tractor to last for nine years and have a salvage value of
$1,000. How much interest will Mr. Retteb pay in the first year of the loan?

a $ 330

b. $ 990

c. $1,100

d  $3,300

A cash flow budget projected for the next year can provide information on:
a.  projected borrowing requirements and repayment ability

b.  return to the farm operator's labor and management

c.  net worth of the farm business

d. rate of return on the farm investment

A businessis "solvent" if:

a.  total receipts exceed total expenditures
b. total debt exceedstota equity

c. total salesexceed total cash expense

d. total assets exceed the total liabilities

Good tax management is.

a  paying no more than the legal minimum

b.  evading the payment of tax owed

Cc.  paying alittle more than you actually owe
d. failing to report all your income

Which term is used to describe a " Civil Wrong" which causes damage to another
person or their property?

a  warant liability

b. assault ligbility

c. tortliability

d. negligent liability

What istherole of the Judicia system in regard to laws affecting agricultural
businesses?

a.  interpreting the meaning of laws

b. enforcing laws

C.  debating and establishing laws

d. al of theabove

Which of the following must be proven to sue another person for negligence?
a  damages were suffered

b. damageswhere caused by other person's actions

c.  other person's actions were not reasonable

d. 4l of the above
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32.

33.

The advantages of making out awill are

a.  guardians can be named for surviving children

b.  each member of the family can be provided for as you see fit
c. prevention of all estate taxes

d. bothaandb

How many acres are in the SW-1/4 of the NE-1/4 of a section of land?
a 160 acres

b. 40 acres

c. 20acres

d. 10 acres

Fuel tax isan example of a

a.  property tax

b. progressive tax

C. vender tax

d. usetax

Income taxes which are assessed at a higher percentage on higher incomeis called
a fla

b. progressive

C. regressive

d. naturd

Aninsurance premiumiis.

a.  thepayment one makes as a policy holder in agreement with the policy for
insurance

b. theamount the insured person receives in case he sustains the loss for which he
isinsured against

c. generdly regarded as a variable cost of production

d. none of the above

Livestock, land, and other personal property used to secure the loan are known as.
a  collatera

b. amortization

Cc. mortgages

d. principle

Crop insurance provides a means of:
lowering costs

b.  reducing risks

C. increasing profits

d. increasing working capital

)

The "Principle of Diminishing Returns'

provides agood "Rule of Thumb" to apply to over-management.

gives the farm manager some indications as to most efficient resource use.
can be applied to amost any problem in farm income tax management
applies only to problems concerning fertilizer use.
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It is profitable for afarmer to borrow money to expand his farm business when the
borrowed money:

a.  will increase volume of business

b.  canimprovethelevel of production

Cc. canbesecured a alow interest rate

d.  returns more than the cost of borrowing money

Y ou have secured aloan and now have the money to buy one complete section of
Minnesota farm land, how many acres would you actualy be buying?

a 360 acres

b. 640 acres

Cc. 960 acres

d. 1280 acres

If quantity is supplied changes by 10% when price changes by 20%, the price
elasticity of supply is:

a 05
b. 5
c. 50
d 2

A farmer that wants to have the right, but not the obligation, to sell a futures contract
for acommodity at a specified price level would use a

a.  cashforward contract.

b. cdl option.

C.  put option.

d. basiscontract.

The price where consumers are willing and able to buy all that the producers are
willing and able to supply to the market is called the:

a.  opportunity price.

b.  strike price.

c. equilibrium price.

d.  risk-free market price.

Westend Poultry Farms, raises three million broilers annually. In addition, Westend
Poultry Farms owns the mill which provides feed for the birds, owns the processing
facility, and markets the dressed birds to retail grocery stores. Thistype of business
structure is known as:

a.  horizonta integration.

b.  vertical integration.

c. amarketing cooperative.

d. asupply cooperative.
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The price of beef is determined by the supply of beef and the demand for beef. A
change in price occurs when the demand for beef increases or decreases even though
the supply remains constant. Which of the following causes a change in the demand
for beef?

a.  Decrease in cattle numbers.

b.  Increased income of consumers.

c. Increased number of beef cattle producers.

d. Increased cost of producing beef.

Which type of business would distribute patronage refunds?

a.  individua proprietorship
b. cooperative

c. limited partnership

d. corporation

e.  partnership

A market that consists of many buyers and sellers trading in a uniform commodity
such as whest or cornis called:

a. amonopoly.

b.  pure competition.

C.  monopolistic competition.

d. anoligopoly.

If the demand response for a product changes less than the changesin price, the
demand is:

a  neutral.
b. dadic.
c. indadtc.
d. unitary.

Due to favorable weather conditions, alarger than normal crop of grain is produced.
Thiswill result in a shift of the:

supply curve downward to the right and a higher price.

supply curve downward to the right and alower price.

supply curve upward to the right and a higher price.

demand curve downward to the left and alower price.

cooe

A farm businesses projected cash flow includes:

a.  cashincome, cash expenses and debt payments
b.  expenses, inventories and debt payments.

C.  debt payments and expenses

d.  projected incomes, debt payments and expenses

An advantage of making life insurance policies payable to an estate is:
a.  provideliquid funds to satisfy tax liability

b.  provide insurance protection to heirs

C.  decrease size of your estate

d. reduce estate tax liabilities



48.

49,

50.

A plan designed to create the desired economic and legal consequences in disposition
of on€e's estate

a 1996 Tax Reform Act
b. estate planning

C. retirement plan

d. trust

If the Crabtree’' s decide to use the futures markets to hedge the price of cattle to be
sold in the future, they would initialy:

a sl futures contracts expecting to sell more contracts when the cattle are sold.
b. sl futures contracts expecting to buy them back when the cattle are sold.

c.  buy futures contracts expecting to sell the contracts when the cattle are sold.

d.  buy futures contracts expecting to buy more contracts when the cattle are sold.

The Crabtree’ s plan on buying 20 tons of soybean meal in May of next year. The

meal will be fed to the cattle throughout the year. It is now August and the Crabtree's

expect the price of soybean meal to increase significantly by next May. What should

the Crabtree’ s do to provide some protection from the increasing price of soybean

meal ?

a.  Buy May soybean meal futures contracts today, expecting to sell them in May.

b. Buy August soybean meal futures contracts.

c. Sdl May soybean meal futures contracts today, expecting to buy them back in
August.

d. Sdl August soybean meal futures contracts today, expecting to sell themin

May.
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