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Part 1: Multiple Choice Questions (50 Credits)

1. Effective control systems can help food and beverage managers:
a.	identify mistakes and plan tactics to correct them.
b.	create a mission statement.
c.	identify new menu items to offer.
d.	define strategic objectives.


2. Which of the following statements about the role of standards in the control process is TRUE?
a.	Industry averages are the best source of information for establishing standards.
b.	Financial standards should always be set on the basis of past financial statements.
c.	Standards can be established for revenue goals and sales targets as well as for employee attendance and safety records. 
d.	Standards are effective only if they state an expected level of performance for individual employees.


3. Sharon, the newly hired manager at the independently owned Seasons Restaurant, has discovered that calculations of actual food costs include the cost of providing employee meals. However, employee meals are not included as costs in establishing the restaurant’s standard food costs. Which of the following principles of developing an effective control process has been violated?
a.	Information about actual operating results must be simple and easy to collect.
b.	Actual information must be collected in a manner consistent with the procedures and formats used to establish performance standards.
c.	Checks on the controls should be part of the control system itself.
d.	Actual information generated for control purposes should be compatible with the formats used in accounting systems.


4. The cost effectiveness of a control system is measured by:
a.	comparing the cost of implementing the control system with the cost reductions achieved by using the system.
b.	evaluating how well the control system helps identify what corrective action is necessary to bring actual operating results closer to established standards of performance.
c.	assessing the timeliness by which control information is made available to managers.
d.	determining if the control system gives priority to factors that are most relevant to attaining the operation’s goals.


5. Which of the following control tools links a restaurant’s suppliers and receiving staff, ensuring that the proper quality of products is available for food production and service?
a. yield percentage worksheets
b. standard purchase specifications
c. standard recipes
d. standard portion size specifications






6. A formula for producing a food and beverage item is called a(n):
a. product specification.
b. portion control percentage.
c. algorithm.
d. standard recipe.


7. To produce a desired yield of 20 pounds from a standard recipe with a standard yield of 5 pounds, the amount of each recipe ingredient used should be multiplied by:
a. 5.0.
b. 4.0.
c. 0.4.
d. 0.25.


8. If the AP price for a food item increased to $4.45 per pound and the cost factor for the item is 2.1, what is the new cost per servable pound?
a. $2.13
b. $6.58
c. $9.35
d. $11.45


9. If the original yield for a standard recipe is 25 portions and the desired yield is 120 portions, what is the adjustment factor?
a. 5.2
b. 4.8
c. 2.5
d. 1.2


10. If the standard portion cost for a menu item is $4.20 and 60 portions are prepared, what is the total ingredient cost?
a. $125
b. $143
c. $225
d. $252


11. 	Managers use standard beverage costs to establish:
a. competitive prices.
b. standard purchase specifications.
c. a base of comparison to measure actual results of the beverage operation.
d. accounting and management principles.


12. Which of the following budgeting processes ensures that plans are specifically geared to individual operations within multi-unit food service companies?
a. reforecasting
b. bottom-up budgeting
c. top-down budgeting
d. mark-up budgeting
13. Which of the following methods for projecting revenues in the budgeting process assumes that past trends are good predictors of future growth?
a. revenue history
b. inflation adjustment
c. competitive analysis
d. expense history


14. Which of the following is most likely to be classified as a variable cost?
a. general manager’s salary
b. rent expense
c. property taxes
d. food costs


15. At the 120-seat Riverside Restaurant, total variable costs for September were $12,000.  For October, the manager expects to sell 10 percent more meals than in September.  If the increase in sales volume occurs, the manager should expect the total fixed costs for October to be:
a. lower than in September.
b. higher than in September.
c. relatively the same as in September.
d. impossible to forecast with any accuracy.


16. At the Virtual Cafe, the average price per meal sold is $15 with an average variable cost of $7.  Fixed costs for July are expected to be $30,000.  If the restaurant manager expects to sell 5,000 meals in July, the net income (or loss) for the month would be:
a. $25,000 net income.
b. $10,000 net income.
c. $0 (breakeven).
d. $10,000 net loss.


17. Service has been slow at the Season’s Restaurant.  The manager has traced the problem to the flow of products from the storeroom to production areas.  Which of the following control points is likely to be the focus of corrective action?
a. preparing
b. serving
c. issuing
d. storing


18. Which of the following is an example of an internal factor influencing decisions to change a menu?
a. consumer demand
b. menu mix
c. supply levels
d. competition




19. A chicken dinner has a standard food cost of $3.50.  If a 30-percent food cost is desired, what would be the base selling price using the ingredients mark-up method?
a. $11.67
b. $12.60
c. $14.76
d. cannot be determined



According to the information in the following table  answer the questions from 20  to  22.   
	
RU Prime-rib burger

	10 Servings

	Ingredient
	Amount Needed
	Purchase Unit
	Cost/Purchase Unit

	ground prime rib
	3
	lb.
	10-lb box
	$60.00

	crispy fried onions
	1
	cup
	1 gallon
	$32.00

	Worcestershire sauce
	3
	cup
	1 gallon
	$16.00

	pre-sliced mushrooms
	1
	#10 can
	6 #10/case
	$18.00

	hamburger buns
	10
	 
	a dozen 
	$6.00

	spreadable cheddar cheese
	1
	lb.
	5 lb.
	$15.00


1 gallon = 16 cups

20. The standard portion cost of the ground prime rib is:
a. $5.40
b. $1.80
c. $2.00
d. $6.00


21. The standard portion cost of each prime-rib burger is 
a. $3.40
b. $14.70
c. $3.50
d. $3.20


22. If the budgeted food cost is 35%, according to the ingredients markup pricing method,  the base selling price for this menu item should be: 
a. $5.14
b. $10.00
c. $9.14
d. $9.71



23. After analyzing menu items, the management team at the Sports Bar & Grill decided that they could increase the prices of several menu items, sell fewer of them, but increase overall revenues.  The demand for these menu items would best be characterized as:
a. inelastic.
b. high.
c. elastic.
d. low.
24. The corporate management team of a theme restaurant chain recently evaluated the chain’s menu items and identified several puzzles—items that are high in contribution margin but low in popularity. Which of the following would be reasonable strategies for the management team to adopt in relation to these items?
a. Decrease prices. 
b. Place the items in more visible locations on the menu.
c. Shift demand to these items by using suggestive selling techniques.
d. All of the above are reasonable strategies.


25. Menu engineering classifies menu items that are low in popularity and low in contribution margin as:
a. puzzles.
b. plowhorses.
c. stars.
d. dogs.


26. A restaurant wastes $600 each month because of poor purchasing practices.  If the operation’s budget targets a profit of 15 percent of revenues, how much additional revenue must be generated by year’s end to recoup the $600 of wasted resources each month?
a. $4,000
b. $24,000
c. $48,000
d. $52,000


27. In relation to the food service purchasing cycle, which of the following positions is generally responsible for completing an issue requisition when items are needed in food production areas?
a. chef
b. purchasing agent
c. receiving agent
d. storeroom clerk


28. Which of the following terms describes a series of records, documents, or reports that trace the flow of resources through an operation?
a. purchase specification
b. audit trail
c. delivery invoice
d. inventory checklist



29. The manager of a new, 120-seat, independent restaurant will start operations with an inexperienced chef and kitchen staff.  Which of the following supplier selection criteria would the manager likely rank as most important?
a. location of supplier
b. quality of the supplier’s operation
c. honesty and fairness of the supplier
d. technical ability of the supplier’s staff


30. In relation to the purchasing function, the term quality refers to:
a. highest price.
b. popularity of a menu item.
c. suitability for intended use.
d. greatest value.


31. A stockout can occur as a result of:
a. employing a perpetual inventory system.  
b. over-purchasing.
c. inadequate menu engineering.
d. under-purchasing.


32. With the minimum/maximum ordering system, the quantity of the order point of an item  in storage is determined by the:
a. usage rate plus the minimum level.
b. usage rate plus the lead-time quantity.
c. lead-time quantity plus the safety level.
d. lead-time quantity minus the safety level.


According to the information in the table below, minimum/maximum ordering system is used in determining the quantity of the purchase order,  answer the questions from  33 to 35:

	Purchase unit
	10-lb poly bag (frozen chicken)

	Usage rate
	100 lb per day

	Order period 
	5 days

	Lead time
	1 day

	Safety level
	1 day



33. The order point quantity of this item should be at: 
a. 100lb
b. 200lb
c. 300lb
d. 400lb




34. The  purchase units should be ordered at the order point are:
a. 50
b. 20
c. 30
d. 40


35. The maximum number of pounds should be ordered are:
a. 500lb
b. 600lb
c. 300lb
d. 200lb


36. Which of the following types of purchasing-related theft is characterized by a supplier trying to submit an invoice for payment more than once? 
a. nonexistent company fraud
b. reprocessing scheme
c. quality substitution theft
d. none of the above


37. Which of the following best characterizes the purchasing function of franchisees of a multi-unit food and beverage company? 
a. Franchisees may purchase products such as fresh produce and bakery items locally, but must buy all other items from the franchisor company.
b. Franchisees are required to purchase all products—regardless of type—from their franchisors.  
c. Franchisees are not required to purchase products from specific sources such as company commissaries, but they are required by franchisors to adhere to company-developed specifications in products purchased from any supplier.
d. As part of their agreement with franchisors, franchisees are permitted to purchase both food and non-food products for their operation from any supplier without restriction.  


38. Ownership of product is transferred from the supplier to the food and beverage operation when the receiving employee signs the:
a. delivery invoice.
b. daily receiving report.
c. purchase order.
d. standard purchase specification sheet.


39. To help make the receiving function secure and efficient, the physical transfer of food and beverage products to the storage area should be the responsibility of:
a. supplier delivery personnel.
b. assigned staff from the property.
c. the food and beverage controller.
d. either a or c above.


40. How would fresh meats be categorized by an ABCD inventory classification system?
a. Class A: high in perishability and high in cost per serving
b. Class B: low in perishability and high in cost per serving
c. Class C: high in perishability and low in cost per serving
d. Class D: low in perishability and low in cost per serving


41. Which of the following statements about food products classified as “directs” is TRUE?
a. Usage rates and inventory levels determine the purchasing pattern for directs.
b. Directs are recorded in inventory records.
c. Directs are considered part of the food costs for the day on which they are received and stored.
d. Directs are controlled by a minimum/maximum inventory system.


42. Which of the following food service control points links receiving and issuing functions?
a. issuing
b. storing
c. purchasing
d. accounting


43. When a distributor shreds whole cabbages and places the  shredded cabbage in bags for sale to restaurants, the  distributor has added __________ value to the product.
a.   form
b.   time
c.   informational
d.   place


44. According to the reading: Food Distribution, which of the following is not a distribution alternative in theory? 
a. Self-distribution
b. Order from national or regional broad-line distributors
c. Developing a primary-vendor relationship with a broad-line distributor 
d. Contracting for delivery with a systems specialist
e. Catalog online ordering






Physical Inventory
Type of Products _____________________ Month _______________
	product 
	Storage unit
	Amount in storage
	purchase cost

	ground beef
	10-lb bag
	6 bags
	 $                        2.55/lb

	canned peaches
	6#10/cs
	3-3/6 cs
	 $                       39.00/cs

	flour
	50 lb/bag
	2 bags
	 $                       24.10/bag 



45. In the table above, “3-3/6 cs”  denotes 
a. 3.83 cases
b. 3.50 cases
c. 3.36 cases
d. 3.30 cases
46. According to the table above, the total value of the physical inventory is: 
a. $212.87
b. $200.00
c. $194.54
d. $192.20
e. $337.70[footnoteRef:1]  [1:  As this option was missed due to a printing error, everyone has been awarded  one credit automatically.] 






Questions 47-50  are based on the following Menu Engineering Analysis

Menu Engineering Worksheet 
Restaurant: 
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Additional Computation
 
 
O=M/N
Q=(1/number of items)*0.7

 
 
 
 


47.  Manu item A is a:
a. Plowhorse
b. Star
c. Puzzle
d. Dog


48. Manu item B  is a:
a. Plowhorse
b. Star
c. Puzzle
d. Dog



49. Manu item C  is a:
a. Plowhorse
b. Star
c. Puzzle
d. Dog


50. Manu item D  is a:
a. Plowhorse
b. Star
c. Puzzle
d. Dog

(According to the results of menu engineering analyzed  above, explain how to manage the menu item B in short answer question 55)

















Part II. Short Answer ( 26 credits)
51. List and briefly explain  at least three main differences between hotel and freestanding food service operations from the perspective of food cost and revenue controls.  (3 credits)
a. Location
b. Hours of operation
c. Room service
d. Visibility
e. Range of management decision-making

 
52. The following are the main factors suggested to consider when designing control systems for food operations. Circle ONLY five of them and illustrate by examples on  how these factors  should be considered when designing food cost control systems for a restaurant. (5 credits)
1) Timeliness:
Providing evidence of performance ASAP after business activities occur. For example, the actually performance information can be provided monthly, daily.

2) Objectivity: 
Measurements of the level of performance must accurately reflect the desired results that control procedures are designed to monitor. E.g.  which indicator should be used to measure profit? 

3) Consistency 
When measuring actual results, management must assess the performance in a manner consistent with what is expected. E.g. if  food or beverage in the working station are not included in the value of food inventory when designing the control system, the actual physical inventory should exclude the costs of those in the work station. 

4) Priority
The control system must give priority to those factors that are most relevant to attaining the operation’s goals. E.g. food cost control systems should focus on those more  expensive items. 

5) Cost 
Measured by comparing the cost of implementing the control control system with the cost reductions achieved by using it. e.g. purchase a pos system to reduce the food costs. 

6) Realism
The cost control systems should be practical, such as cost effective and accurate. 

7) Appropriateness
The control system should fit with the work flow. If the use of control procedures hinder the operation, cause dissatisfaction of customers. 
8) Flexibility 
Be open to accept new changes. E.g. adopting a new  POS 

9) Specificity 
Providing specific information for identifying areas for corrective actions. 
10) Acceptability 
Staff must understand and accept the control systems and be trained to implement these control systems and procedures. 

53. What are the assumptions required for CVP analysis (2 credits)? Give an examples of how CVP analysis can be used in F & B cost control? (2 credits) 
Main assumptions: 
· Costs can be fixed or variable	
· VC are directly variable		
· Fixed costs are stable		
· Sales prices are constant		
· Sales mix will remain constant 

Examples of CVP applications in cost control:
· Determining how many guests should be served in order to achieve break event point;
· Determining number of guests should be served in order to achieve desired income level;
· Determining additional guests needed due to new fixed costs;
· Determining total number of guests needed due to additional variable costs;
· Determining  number of  guests needed if operating time is extended to yield a desired increase in next income










54. Assume you were a receiving clerk in a fine-dining restaurant. Twenty kilograms of strip steak have been delivered. The quality meets the restaurant’s purchase specification, but the quantity and price are different from those listed on the purchase order. You have not yet signed the invoice, and the driver is still present. What are the standard procedures prescribed  in the textbook to deal with this problem (3 credits)?    

· Note invoice problems;
· Complete request-for-credit memo, have the delivery person sign it;
· Advise the supplier that the original invoice has been amended by a request-for-credit memo;
· If short or refused products are subsequently delivered, a separate invoice should accompany the item;
· Do not file any invoices affected by credit memos until all problems are resolved

55. Regarding to the menu engineering analysis (questions 47-50), what are the strategies of managing menu item B (3 credits)? 

Item B  is a “Plawhorse”
Strategies of managing this one are: 
·  Increase prices carefully
· Relocate item to lower profile on the menu
· Shift demand on more profitable items
· Combine with lower cost products
· Assess the direct labor factor
· Consider portion reduction

56. (1) List the main components of a written purchase specification; (3 credits) (2) give an example of a purchase specification applicable in a food and beverage operation; (2 credits) (3) list the major benefits of developing a purchase specification. (3 credits) 


(1)

· Product Name 
· The common or trade name of a product
· The name of brand
· Intended Use
· Product General Description
· The federal, trade, or commonly recognized local grade
· Detailed description
· Geographic origin
· Product size
· Portion size
· Container size  
· The weight ranges 
· The type of processing
· Product Test Procedures
· Special Instructions and requirements 

(2) 

“Black Angus Strip Loin, short cut,  IMPS  # 180, Boneless 25 cm trim
Canada AAA, Range # 2, minimum 5.5 kg, maximum 6.5 kg, chilled upon delivery, free from objectionable odors, no evidence of freezing.”


(3)
· Gain a better understanding of requirements and quality standards
· May reveal that an operation is paying for higher quality than actually needed
· Enable several suppliers to quote competitive prices
· Receiving personnel can check incoming products in terms of quality requirements noted in specifications







