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Multiple CHolce_: (15%)

Which of the following will increase a company's break-even point?
a. increasing variable cost per unit.

b. increasing contribution margin per unit.

c. reducing its total fixed tosts.

d. increasing the selling price per unit.

When reconciling the d:i.f!.crqnc‘ between oporating incm- of absozption and variable

costing methods,

a. changes in sales levels botw-on thit period and the last p‘riod are the priury
determinants. A

b. the budgeted fixed overhead rate is multiplied by the units in .nding inv.ntoty

¢. the only cost category involved is fixed manufacturing overhead.

d. the only cost category involved is variable manufacturing overhead.

Which one of the following statements is true?

a. In a job~costing system, individual jobs use diffexent quantities of production
resources. :

b. In a process-costing system each ynit uses approximately the same amount of
resources. '

. An averaging process is used to calculate unit costs in a job-cq:tinq system.

d. both a and b are cox:zcct

Which of the following statements about the -conouio-ordcr-quantity decision nodﬁl

is Palse?

a. It assumes purchasing costs are relevant when the eolt per unit ohanqos due
to the quantity ordered.

b. It assunes quality costs are irrelevant if quality is unaffected by the number
of units purchased. _

¢. It ‘assumes stockout costs are irrelaevant if no stockouts occur.

d. It assumes ordering costs and carxying costs are relevant.

A transfer pricing methed leads to gogal congruence whcn X

&. managers ulwayl act in th-i: own best :Lnt-:clt - . ______._.A_..-._._--' .

b. managers act in thci:: own best interest and the docision .i.s in the lonq-t.m
best interest of the manager's subunit.

G. managers act in their own best interest and the dncision is in the lonq-tct-
best interest of the company.

d. managers act in their own best interest and the decision is in the short-temm
___best interest of the company. ! ' : e
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II. TK Corporation produces a special line of basketball hoops. TK Corporation produces

the hoops in batches. To manufactyre a batch of the basketball hoops, TK Corporation

must setup the machines and molds. Setup costs are batch-level costs becsuse they
are associated with batches rather than individual units of products. A separate
Setup Department is responsible for setting up machines and molds for different
styles of basketball hoops.

Setup overhead costs consist of some costs that are variable and some costs that
are fixed with respect to the number of setup-hours. The following infotrmation
pertains to January 2002.

Static-budget - Actual

Amounts ts

Basketball hoops produced and sold 30,000 28,000
Batch size (number of units per batch) 200 2590
Setup hours per batch 5 4
Variable overhead cost per sefup hour $10 $9
Total fixed setup overhead costs $22,500 $21,000

Required:

a. Calculate the efficiency variance for variable setup overhead costs.

b. Calcuylate the spending variance for variable setup overhead costs.

c. Calculate the flexible-budget variance for variable setup overhead costs.

d. Calculate the spending variance for fixed setup overhead costs.

e. Caloulate the production-volume vnrinncc for fixod setup overhead costs.
(25&)

‘IIX. Lmzson'- stablcn uses two difforont indnpond-nt variabl-s in two diff.ront

equations to evaluate the cost activities of ttaininq horses, trainer's hours, .
and number of horlo: The most recent year's results of the two regressions are

as follows:

Trainot:l hours:

Variable Cecefficient Standard EBrrorxr t-Value N
Constant 913.32 198.12 4.61

Independent Variable . - 20.90 2.94 0 7.11

4

r-square = 0.56

Number of horses:

thigglo Coefficient Standard Error t-Valgo
Constant 4,764.50 1,073.09 4.44

Independent Variable 864.98 247.14 - 3.50
r-square = 0.63 ‘ ‘ i

Required:

a. Which one is the best cost driver? Why?
b. What is the estimated cost for the coming year if 16; 000traincrhou:satoincurred
and the stabple has 400 horses to be trained, based on the best cost drivex?
(20%)
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IV. Fellowing a strategy of product diff.égntiation, TK, Inq. makes a notebook computer,
NTC400. TK, Inc. Presents the following data for the years 2001 and 2002.

: v 2001 2002
Units of NTC400 produced and sold . 50,000 52,500
Selling price ‘ $40 $44
Direct materials (pounds) 150,000 153,375
Direct materials costs per pound $4.00 $4.40
Manufacturing capacity for NTC400 (units) 62,500 .. 62,500 R
Total manufacturiiig conversion costs $250,000 $277,500
Manyfacturing conversion costs per unit

of capacity , $8.00 $8.80
Selling and customer service capacity

(customers) , 30 29
Total selling and customer sexvice costs $180,000 $161,250
Cost per customer of selling and

Customer service capacity » $12,000 $12,500

TK, Inc. Produce no defective units but it wants to reduce direct

materials usage per unit of NTC400 in 2002. Manufacturing conversion costs in each’
 year depend on preduction capacity defined in terms of NTC400 ynits that can be.
produced. Selling and customer service costs depend on the number of customers
that the customer and service functions are designed to support. TK, Inc. has 23
cystomers in 2001 and 25 cystomers in 2002. The industry market size for notebook.
computer increased 5% from 2001 to 2002.

Required: :

- &. What is the revenue effect of price-recovery component?

b. What'is the cost effect of price~-recovery component?

c. What is the net increase in operating income as a gesult of the price-recovery
component? (25%) : :

'V. In recent years, the revenue management is getting emphasized in the field of
the ¢ost and managerial accounting. Please list and explain 3 topics or themes
that are associated with the revenue management in the following form. (Such

- as the activity-based costing (ABC) is a focus topic in the cost management.’)

sociate topics or
themes
1.
: 2.
! 3.

Explanation

”

(15%)




