ACTG2P12
CHAPTER 1
Self-Study Questions

1. Managerial accounting
(a)is governed by generally accepted accounting principles.
(b)emphasizes special-purpose information.
(c)pertains to the entity as a whole and is highly aggregated.
(d)is limited to cost data.

2. Which of the following is not one of the categories in the Statement of Ethical Professional Practice?
(a)Confidentiality
(b)Competence
(c)Integrity
(d)Independence

3. The management of an organization performs several broad functions. They are
(a)planning, directing, and selling.
(b)planning, directing, and controlling.
(c)planning, manufacturing, and controlling.
(d)directing, manufacturing, and controlling.

4. Which one of the following is not a main component of the value chain sequence?
(a)ERP
(b)Sales and marketing
(c)Production
(d)Customer relations

5. What is “balanced” in the balanced scorecard approach?
(a)The number of products produced
(b)The emphasis on financial and non-financial performance measurements
(c)The amount of costs allocated to products
(d)The number of defects found on each product

6. Managerial accounting information is generally prepared for
(a)shareholders.
(b)managers.
(c)regulatory agencies.
(d)investors.




7. Managerial accounting information
(a)pertains to the entity as a whole and is highly aggregated.
(b)must be prepared according to generally accepted accounting principles.
(c)pertains to subunits of the entity and may be very detailed.
(d)is prepared only once a year.

8. The major reporting standard for management accountants is
(a)the Statement of Ethical Professional Practice.
(b)the Sarbanes-Oxley Act of 2002.
(c)relevance to decisions.
(d)generally accepted accounting principles.

9. Which of the following managerial accounting techniques attempts to allocate manufacturing overhead in a more meaningful fashion?
(a)Just-in-time inventory
(b)Total quality management
(c)Balanced scorecard
(d)Activity-based costing

10. Corporate social responsibility refers to:
(a)the practice by management of reviewing all business processes in an effort to increase productivity and eliminate waste.
(b)an approach used to allocate overhead based on each product's use of activities.
(c)the attempt by management to identify and eliminate constraints within the value chain.
(d)efforts by companies to employ sustainable business practices with regard to employees and the environment.
















CHAPTER 2
Self-Study Questions

1. Variable costs are costs that
(a)vary in total directly and proportionately with changes in the activity level.
(b)remain the same per unit at every activity level.
(c)neither of the above
(d)both (a) and (b) above

2. The relevant range is
(a)the range of activity in which variable costs will be curvilinear.
(b)the range of activity in which fixed costs will be curvilinear.
(c)the range that the company expects to operate in during a year.
(d)usually from zero to 100% of operating capacity.

3. Mixed costs consist of
(a)a variable cost element and a fixed cost element.
(b)a fixed cost element and a controllable cost element.
(c)a relevant cost element and a controllable cost element.
(d)a variable cost element and a relevant cost element.

4.Kendra Corporation's total utility costs during the past year were $1,200 during its highest month and $600 during its lowest month. These costs corresponded to 10,000 units of production during the high month and 2,000 units during the low month. What are the fixed and variable components of its utility costs using the high-low method?
(a)$0.075 variable and $450 fixed
(b)$0.120 variable and $0 fixed
(c)$0.300 variable and $0 fixed
(d)$0.060 variable and $600 fixed

5.	  Direct materials are a
(a)Product Cost Manufacturing Overhead	Period Cost
Yes	Yes	No
(b)Product Cost	Manufacturing Overhead	Period Cost
Yes	No	No
(c)Product Cost	Manufacturing Overhead	Period Cost
Yes	Yes	Yes
(d)Product Cost	Manufacturing Overhead	Period Cost
No	No	No

6. Indirect labour is a
(a)non-manufacturing cost.
(b)raw materials cost.
(c)product cost.
(d)period cost.

7. Which of the following costs would be included in the manufacturing overhead of a computer manufacturer?
(a)The cost of the disk drives
(b)The wages earned by computer assemblers
(c)The cost of the memory chips
(d)Depreciation on testing equipment

8.Which of the following is not an element of manufacturing overhead?
(a)The sales manager's salary
(b)The plant manager's salary
(c)The factory maintenance workers' wages
(d)The product inspector's salary

9. For the year, Redder Company has a cost of goods manufactured of $600,000, beginning finished goods inventory of $200,000, and ending finished goods inventory of $250,000. The cost of goods sold is
(a)$450,000.
(b)$500,000.
(c)$550,000.
(d)$600,000.

10. A cost of goods manufactured schedule shows beginning and ending inventories for
(a)raw materials and work in process only.
(b)work in process only.
(c)raw materials only.
(d)raw materials, work in process, and finished goods.









CHAPTER 8
Self-Study Questions

1. Fixed manufacturing overhead costs are recognized as
(a)period costs under absorption costing.
(b)product costs under absorption costing.
(c)product costs under variable costing.
(d)part of the ending inventory costs under both absorption and variable costing.

2. Net income calculated under absorption costing will be
(a)higher than net income under variable costing in all cases.
(b)equal to net income under variable costing in all cases.
(c)higher than net income under variable costing when more units are produced than sold.
(d)higher than net income under variable costing when fewer units are produced than sold.

3. A company will be in compliance with GAAP when it prepares financial statements in accordance with
(a)cost-volume-profit principles.
(b)absorption-costing principles.
(c)variable-costing principles.
(d)all of the above methods.

4. A manager can increase reported income by
(a)producing more units than are sold under absorption costing.
(b)producing fewer units than are sold under absorption costing.
(c)producing more units than are sold under variable costing.
(d)producing fewer units than are sold under variable costing.

5. Gross profit is disclosed on an income statement prepared using
(a)CVP analysis.
(b)absorption costing.
(c)variable costing.
(d)all costing methods.

6. When preparing internal reports, service companies
(a)cannot benefit from variable costing, because they have no inventory.
(b)cannot use variable costing.
(c)can benefit from variable costing, because they have both fixed and variable costs.
(d)Both (b) and (c) are correct.

7. Using variable costing rather than absorption costing is an advantage to a company because
(a)variable costing is consistent with cost-volume-profit and incremental analysis, which managers use for decision-making.
(b)it agrees with the income information released to external users under GAAP.
(c)it always produces higher net income.
(d)it focuses on gross profit, which is the best indicator of a company's ability to meet income goals.

8. Total manufacturing overhead is treated as a product cost when using
(a)absorption costing.
(b)throughput costing.
(c)variable costing.
(d)throughput costing and absorption costing.

9.Variable manufacturing overhead is assigned to inventory when using
(a)absorption costing and variable costing.
(b)absorption costing and throughput costing.
(c)variable costing and throughput costing.
(d)absorption costing, variable costing, and throughput costing.

10. The volume variance under the normal-costing method is calculated as
(a)the difference between budgeted fixed manufacturing overhead costs and assigned fixed manufacturing overhead costs.
(b)the sum of budgeted fixed manufacturing overhead costs and allocated fixed manufacturing overhead costs.
(c)the difference between budgeted fixed manufacturing overhead costs and actual fixed manufacturing overhead costs.
(d)the difference between actual fixed manufacturing overhead costs and assigned fixed manufacturing overhead costs.





CHAPTER 9
Self-Study Questions

1. Cost-plus pricing means that
(a).
(b).
(c).
(d).

2. Target cost as related to price and profit means that
(a)cost and desired profit must be determined before the selling price is determined.
(b)cost and selling price must be determined before the desired profit is determined.
(c)price and desired profit must be determined before the costs are determined.
(d)costs can be covered only if the company is at full capacity.

3. Classic Toys has examined the market for toy train locomotives. It believes there is a market niche in which it can sell locomotives at $80 each. It estimates that it could sell 10,000 of these locomotives annually. Variable costs to make a locomotive are expected to be $25. Classic anticipates a profit of $15 per locomotive. What is the target cost for the locomotive?
(a)$80
(b)$65
(c)$40
(d)$25

4. Adler Company is considering developing a new product. The company has gathered the following information on this product:
Expected total unit cost	$     25
Estimated investment for new product	$500,000
Desired ROI	10%
Expected number of units to be produced and sold	1,000
The desired markup percentage and selling price are
(a)markup percentage 10%; selling price $55.
(b)markup percentage 200%; selling price $75.
(c)markup percentage 10%; selling price $50.
(d)markup percentage 100%; selling price $55.

5. Mystique Co. provides the following information for the new product it recently introduced:
Total unit cost	$30
Desired ROI per unit	$10
Target selling price	$40
What would be Mystique Co.'s percentage markup on cost?
(a)125%
(b)75%
(c)33⅓%
(d)25%

6. Crescent Electrical Repair has decided to price its work on a time-and-materials basis. It estimates the following costs for the year for labour:
Technician wages and benefits	$100,000
Office employee's salary and benefits	40,000
Other overhead	80,000
Crescent wants a profit margin of $10 per labour hour and budgets 5,000 hours of repair time for the year. The office employee's salary and benefits, and other overhead costs, should be divided evenly between the time charges and material loading charges. What would be Crescent's labour charge per hour?
(a)$42
(b)$34
(c)$32
(d)$30

7. The plastics division of Zekas Company manufactures plastic moulds and then sells them to customers for $70 per unit. Its variable cost is $30 per unit, and its fixed cost is $10 per unit. Management would like the division to transfer 10,000 of these moulds to another division within the company at a price of $40. The plastics division is operating at full capacity. What is the minimum transfer price that the plastics division should accept?
(a)$10
(b)$30
(c)$40
(d)$70


8. Assume the same information as question 7, except that the plastics division has available capacity of 10,000 units for plastic mouldings. What is the minimum transfer price that the plastics division should accept?
(a)$10
(b)$30
(c)$40
(d)$70

9. AST Electrical provides the following cost information for its production of electronic circuit boards:
 	Per Unit
Variable manufacturing cost	$40
Fixed manufacturing cost	 30
Variable selling and administrative expenses	  8
Fixed selling and administrative expenses	 12
Desired ROI per unit	 15
What is its markup percentage, assuming that AST Electrical uses the absorption-cost approach?

(a)16.67%
(b)50%
(c)54.28%
(d)118.75%

10. Assume the same information as in question 9. What is AST Electrical's markup percentage using the variable-cost approach?
(a)16.67%
(b)50%
(c)54.28%
(d)118.75%











































































CHAPTER 10
Self-Study Questions

1. Which of the following is not a benefit of budgeting?
(a)Management can plan ahead.
(b)An early warning system is provided for potential problems.
(c)It makes it possible to take disciplinary action at every level of responsibility.
(d)The coordination of activities is made easier.

2. The essentials of effective budgeting do not include
(a)top-down budgeting.
(b)management acceptance.
(c)research and analysis.
(d)sound organizational structure.

3. Compared with budgeting, long-range planning generally has
(a)the same amount of detail.
(b)a longer time period.
(c)the same emphasis.
(d)the same time period.

4. A sales budget is
(a)derived from the production budget.
(b)management's best estimate of sales revenue for the year.
(c)not the starting point for the master budget.
(d)prepared only for credit sales.

5. The formula for the production budget is budgeted sales in units plus
(a)desired ending merchandise inventory less beginning merchandise inventory.
(b)beginning finished goods units less desired ending finished goods units.
(c)desired ending direct materials units less beginning direct materials units.
(d)desired ending finished goods units less beginning finished goods units.

6. Direct materials inventories are accounted for in kilograms at Byrd Company, and the total kilograms of direct materials needed for production is 9,500. If the beginning inventory is 1,000 kg and the desired ending inventory is 2,200 kg, the total kilograms to be purchased are
(a)9,400.
(b)9,500.
(c)9,700.
(d)10,700.

7. The formula for calculating the direct labour cost budget is to multiply the direct labour cost per hour by the
(a)total required direct labour hours.
(b)physical units to be produced.
(c)equivalent units to be produced.
(d)No correct answer is given.

8. Which of the following budgets is not used in preparing the budgeted income statement?
(a)Sales budget
(b)Selling and administrative expenses budget
(c)Capital expenditure budget
(d)Direct labour budget

9. Expected direct materials purchases in Read Company are $70,000 in the first quarter and $90,000 in the second quarter. The company pays 40% of the purchases in cash as incurred, and the rest is paid in the following quarter. The budgeted cash payments for purchases in the second quarter are
(a)$96,000.
(b)$90,000.
(c)$78,000.
(d)$72,000.

10. The budget for a merchandiser differs from a budget for a manufacturer because
(a)a merchandise purchases budget replaces the production budget.
(b)the manufacturing budgets are not applicable.
(c)None of the above.
(d)Both (a) and (b) above.













CHAPTER 11
[bookmark: _GoBack]
1. Budgetary control involves all of the following except
(a)modifying future plans.
(b)analyzing differences.
(c)using static budgets.
(d)determining differences between actual and planned results.

2. A static budget is useful in controlling costs when the cost behaviour is
(a)mixed.
(b)fixed.
(c)variable.
(d)linear.

3. At zero direct labour hours in a flexible budget graph, the total budgeted cost line intersects the vertical axis at $30,000. At 10,000 direct labour hours, a horizontal line drawn from the total budgeted cost line intersects the vertical axis at $90,000. The fixed and variable costs may be expressed as
(a)$30,000 fixed plus $6 per direct labour hour variable.
(b)$30,000 fixed plus $9 per direct labour hour variable.
(c)$60,000 fixed plus $3 per direct labour hour variable.
(d)$60,000 fixed plus $6 per direct labour hour variable.

4. At 9,000 direct labour hours, the flexible budget for indirect materials is $27,000. If $28,000 of indirect materials costs are incurred at 9,200 direct labour hours, the flexible budget report should show the following difference for indirect materials:
(a)$1,000 unfavourable.
(b)$1,000 favourable.
(c)$400 favourable.
(d)$400 unfavourable.

5. Under responsibility accounting, the evaluation of a manager's performance is based on matters that the manager
(a)directly controls.
(b)directly and indirectly controls.
(c)indirectly controls.
(d)has shared responsibility for with another manager.

6. Responsibility centres include
(a)cost centres.
(b)profit centres.
(c)investment centres.
(d)All of the above.

7. Responsibility reports for cost centres
(a)distinguish between fixed and variable costs.
(b)use static budget data.
(c)include both controllable and noncontrollable costs.
(d)include only controllable costs.

8. In a responsibility report for a profit centre, controllable fixed costs are deducted from the contribution margin to show the
(a)profit centre margin.
(b)controllable margin.
(c)net income.
(d)income from operations.

9. In the formula for return on investment (ROI), the factors for the controllable margin and operating assets are, respectively,
(a)the controllable margin percentage and total operating assets.
(b)the controllable margin dollars and average operating assets.
(c)the controllable margin dollars and total assets.
(d)the controllable margin percentage and average operating assets.

10. A manager of an investment centre can improve the ROI by
(a)increasing average operating assets.
(b)reducing sales.
(c)increasing variable costs.
(d)reducing variable and/or controllable fixed costs.

11. In the formula for residual income, the factors for calculating the residual income are
(a)the contribution margin, controllable margin, and average operating assets.
(b)the controllable margin, average operating assets, and ROI.
(c)the controllable margin, average operating assets, and minimum rate of return.
(d)the controllable margin, ROI, and minimum rate of return.
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