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1. Taylor is a financial manager who has discovered that her company is violating environmental
regulations. If her immediate superior is involved, her appropriate action is to
A. Do nothing since she has a duty of loyalty to the organization.
B. Consult the audit committee.
C. Present the matter to the next higher managerial level.
D. Confront her immediate superior.

2. Costs are allocated to cost objects in many ways and for many reasons. Which one of the
following is a purpose of cost allocation?
A. Evaluating revenue center performance.
B. Measuring income and assets for external reporting.
C. Budgeting cash and controlling expenditures.
D. Aiding in variable costing for internal reporting.

3. Which of the following statements follows from the controllability principle?

A. A profit center manager should be evaluated based on residual income, not return on
investment.

B. An investment center manager should be evaluated based on return on investment, not
residual income.

C. A profit center manager should be evaluated based on segment margin, not operating
income.

D. A cost center manager should be evaluated on costs and revenues, not just costs.

4. Travis, Inc uses a balanced scorecard. One of the measures on the scorecard is the
percentage of revenue from repeat sales. Which balanced scorecard perspective would this
measure most likely fit into?

A. Customer perspective
C. Internal business perspective

B. Learning and growth perspective
D. Financial perspective

5. Busselton Company has two divisions, #A and #B. #A produces a unit that #B could use in its
production. #B currently is purchasing 5,000 units from an outside supplier for $40. #A is
operating at less than full capacity and has variable costs of $22 per unit. The full cost to
manufacture the unit is $31. #A currently sells 450,000 units at a selling price of $44. Assume
a transfer price of $30 is agreed upon. How much will #B save by not purchasing from
outside?
A. $50,000 B. $40,000

C. $5,000 more cost  D. $20,000
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6. Kansas Inc's uses standard costing, and its manufacturing standards are as follows: 2 pounds
of materials at $13 per pound, and 3 hours of labor at $10 per hour. Budgeted production last
period was 5,000 units, and actual production was 4,800 units. Last period, Kansas
purchased and used 9,800 pounds of materials for $135,000, and used 15,000 labor hours,
costing $145,000. What is the journal entry to record the use of materials?

A. Option (1) B. Option (2) C. Option (3) D. Option (4)
(1) | Cost of goods sold $135,000
Raw Materials Inventory $135,000
(2) | Cost of goods sold $124,800
Direct materials quantity variance 2,600
Raw Materials Inventory $127,400
(3 | Cost of goods sold $127,400
Direct materials quantity variance $ 2,600
Raw Materials Inventory 124,800
(4) | Cost of goods sold $124,800
Raw Materials Inventory $124,800

7. Participative budgeting is an approach to budgeting that

A. is top-down in nature.

B. allows top management to set the budget.

C. discourages budget slack.

D. is more likely to motivate people to work towards the organization's goals than a top-down
approach.

8. Boston Company produces hand tools. A production budget for the next four months is as
follows: March 10,300 units, April 13,300, May 16,500, and June 21,800. Jasmine Company's
ending finished goods inventory policy is 10% of the following month's sales. Jasmine plans
to sell 16,000 units in May. How many units will be sold in April?

A. 12,380 B. 13,000 C. 13,570 D, 13,620

9. Which of the following capital budgeting methods focuses on net income rather than cash
flows?

A. Payback period B. Accounting rate of return

C. Net present value D. Internal rate of return
10. Which of the following is not another term for relevant costs?

A. Differential costs B. Incremental costs

C. Opportunity costs D. Avoidable costs
11. What is the term for the most constrained resource?

A. The contribution margin. B. The constrainment.

C. The opportunity cost. D. The bottleneck.

12. When a traditional, volume-based costing system is used, which of the following products is
most likely to suffer from cost distortion?

A. A high-volume, medium-complexity product ~ B. A low-volume, low-complexity product
C. A low-volume, medium-complexity product ~ D. A low-volume, high-complexity product
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13. If production does not equal sales,

14.

15.

A. it must adjust the CVP formulas for that fact if it wishes to use CVP.

B. it cannot use CVP, as an assumption is violated.

C. a CVP analysis will always indicate a breakeven point that cannot be reached.

D. the conclusions it draws from a CVP analysis will not be as sound as they would be if
production equaled sales.

A company is debating whether to change its cost structure so that fixed costs increase from
$300,000 to $400,000, but variable costs decrease from $5 per unit to $4 per unit. If it were
to implement the change at its current production level of 100,000, profit would not change.
What would happen to the company's profit if the change were implemented and production
increased to 125,0007?

A. It will stay the same. B. It will increase.

C. It will decrease. D. It could increase or decrease.

Global Corp uses a process costing system in which direct materials are added at the
beginning of the process and conversion costs are incurred uniformly throughout the
process. Beginning inventory for January consisted of 1,000 units. 10,000 units were started
into the process during January. On January 31, the inventory consisted of 500 units.
Equivalent units for conversion costs were 10,850. What percentage complete was the
ending inventory with respect to conversion costs on January 317

A. 70% B. 80% C. 90% D. 100%
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