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2018
North Carolina FFA
Farm Business Management – Senior Division
Career Development Event


Section 1: Multiple Choice (100 points)

There are 25 questions on this section of the event.  Please check carefully to see that you have six (6) pages including this cover page.
Read each question carefully.  Mark your answer for each question on the provided Scantron form.  Each question is worth four (4) points.  You have 30 minutes to complete this section of the event.
1. 
Which financial statement reports farm revenues minus farm operating and financial expenses over an accounting period?
A. Balance sheet
B. Statement of owner equity
C. Statement of cash flows
D. Income statement

2. The original cost basis of an asset plus the cost of any improvements or alterations that extends the life of the asset less accumulated depreciation or depletion on the asset is referred to as the:
A. Net cost value of the asset.
B. Net market value of the asset.
C. Adjusted basis or cost value of the asset.
D. Total amortization value of the asset.

3. A management tool where a person compares two different production options or practices, and then compares estimated income and expenses to identify the better option or practice is a/an:
A. Partial budget.
B. Cash flow projection.
C. Enterprise budget.
D. Whole farm budget.

4. When determining the effect of growing more acres of a crop, the cost most likely to change would be:
A. Operating costs per acre.
B. Fixed costs per acre.
C. Rent per acre. 
D. Crop insurance per acre.

5. For a livestock budget to be meaningful, what value should be placed on raised crops fed?
A. The costs to produce these crops
B. Local market value
C. The future value of these crops
D. Reported state average sale price

6. A statement of projected costs and returns associated with one’s production process, usually for one production period, is called the: 
A.   Cash flow projection.
B.   Enterprise budget.
C.   Total farm budget. 
D.   Partial budget.

7. The most common theme of federal government programs has been to:
A. Lower production.
B. Have a food reserve.
C. Provide price support.
D. Fund research activities.

8. Which farm business entity is not taxed and each owner’s share of income is taxable and is subject to self-employment tax as well a federal income taxes?
A. Partnership
B. LLC
C. S-Corporation
D. C-Corporation

9. When a farmer increases his investment in land, buildings, and equipment without increasing the total units of production, his cost per unit:
A. Increases.
B. Remains the same.
C. Decreases.
D. Varies with the operator.

10. What is amortization?
A. The ability to get a loan from the bank.
B. Paying off debt with a varying repayment schedule.
C. Paying off debt with a fixed repayment schedule.
D. The ability to repay a loan from the bank.


11. The percent change in quantity divided by percent change in price is: 
A. Demand.
B. Utility. 
C. Elasticity.
D. Margin.

12. Interest is:
A. The actual amount of money borrowed from the lender.
B. The amount of money you pay to the lender for borrowing the money.
C. The current value of the loan.
D. The amount of money left over after each payment.

13. Once a farmer is hedged in the futures market, what is the only factor that could change the price received?
A. An increase in futures price
B. A decrease in futures price
C. A smaller than expected yield
D. A change in the basis

14. A corn farmer expects a yield of 140 bushels per acre, total variable costs of $438, and cash rent of $150 per acre.  What is the per bushel break-even price to cover total variable costs and cash rent?  
A. $1.07
B. $3.13
C. $3.85
D. $4.20

15. Liability insurance protects against:
A. Lost income due to family member’s death.
B. Crop loss due to inclement weather.
C. Legal risk.
D. Lower commodity prices.



16. Which of the following is an opportunity cost of farming your own land?
A. Equipment cost
B. Labor cost
C. Eroded soil
D. Potential rent

17. ___________________ is the practice of producing several enterprises to protect against risk.
A. Insurance
B. Hedging
C. Forward contracting
D. Diversification

18. What is an example of a direct loss to a corn farm prevented from planting?
A. The value of corn not harvested and sold
B. The value of seed and inputs not applied to the crop
C. Cost of tillage and inputs applied prior to planting
D. All of the above

19. Which of the following is not a form of partnership?
A. General
B. Corporate
C. Limited
D. Limited Liability

20. The law of demand states that, holding other things constant:
A.  As price rises, demand will rise.
B.  As price rises, demand will decline.
C.  As price falls, quantity demanded rises.
D.  As price falls, quantity demanded declines.






21. The difference between net worth and total assets is: 
A. Capital gain. 
B. Capital loss. 
C. Total liabilities. 
D. Net profit.

22. If a corn farmer has a yield of 300 bushels per acre, total fixed costs of $175 per acre, and total variable costs of $275 per acre, what is this farmer’s total cost per bushel (i.e. average total cost)? 
A.   $0.58
B.   $0.92 
C.   $1.50 
D.   $1.71

23. In the list below, which expenses would be the most difficult to reduce?
A. Recreation
B. Health insurance
C. Gifts
D. Cash donations

24. Which term describes all of the costs associated with producing an output on a per unit basis?
A. Fixed Cost
B. Total Cost
C. Average Fixed Cost
D. Average Total Cost

25. The goal of tax management is to:
A. Maximize profit before taxes.
B. Minimize taxes.
C. Maximize depreciation deductions.
D. [bookmark: _GoBack]Maximize profit after taxes.
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