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Question Four: (10 Marks)
Complete the following statements. Put your answer in a table of two columns,
the first for the statement number and the second for the Completion.
1- A cost is a casual factor that measures the output of the activity
that leads costs to change.
2- A type of cost behavior where the true total cost function is increasing at a
decreasing rate is called
3- Fixed costs that cannot be easily changed and typically involve a long-term
contract are known as
4- are costs that in total vary in direct proportion to changes in output
within the relevant range.
5- An advantage of the high-low method is that it is
6- The difference between sales and variable expenses is called the
7- The is the point where total revenue equals total cost
8- The amount of income an orgamzatlon is trying to achieve during a particular
period is known as the

9- are those fixed costs that can be traced to each segment and would
be avoided if the segment did not exist.
10- The is the units sold or the revenue earned above the break-

even volume.
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Question Five:(25 Marks)
1- Ross Company has the following information available regarding costs at various
levels of monthly production:

Production volume 7,000 10,000
Direct materials $ 70,000 $100,000
Direct labor 56,000 80,000
Indirect materials 21,000 30,000
Supervisors' salaries 12,000 12,000
Depreciation on plant 10,000 10,000
Maintenance 32,000 44,000
Utilities 15,000 21,000
Insurance on plant and equipment 1,600 1,600
Property taxes on plant 2.000 __2.000
Total $219,600 $300,600
Required:

A.  Identify each cost as being variable, fixed, or mixed by writing the
name of each cost under one of the following headings:

Variable Costs Fixed Costs Mixed Costs

B.  Develop an equation for total monthly production costs.
C.  Predict total costs for a monthly production volume of 8,000 units.

2- Music Now plans to sell 6,000 MP3 players at $60 each in the coming year.
Variable cost per unit is $12 and total fixed cost is $24,000.

Required:

A.) Calculate the variable cost ratio.

B.) Calculate the contribution margin ratio.

C.) Calculate the break-even point in sales dollars.

D.) If Music Now has a target profit of $90,000, how many MP3 players will they
have to sell?
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