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IR #360
A major benefit of computer integrated manufacturing CIM) is:
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A. Increased amount of scrap available for resale.

B. Increased working capital.

C. Increased flexibility.

D. Delivery of customized products with long lead times.

ER: C

i RE R -

CIM entails a holistic approach to manufacturing in which design is translated into product by centralized processing and robotics.
CIM can help an organization reduce costs of spoilage, increase flexibility, and increase productivity. Flexibility is the key benefit. A
traditional manufacturing system might become disrupted from an emergency change, but CII1 will reschedule everything in the plant
when a priority requirenent is inserted into the system

iR #361

Maintenance cost at a hospital was observed to increase as activity level increased. The following data was gathered:
Activity Level Maintenance Cost

Month Patient Days Incurred January 5,600 $7,900

February 7,100 $8,500

March 5,000 $7,400

April 6,500 $8,200

May 7,300 $9,100

June 8,000 $9,800

Ifthe cost of maintenance is expressed in an equation, what is the independent variable for this data?

A. Total maintenance cost.
B. Patient days.

C. Variable cost.

D. Fixed cost.
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R #362
Buyer-based pricing involves:

A. Basing prices on competitors' prices.

B. Basing prices on the product's perceived value.

C. Determining the price at which the product will earn a target profit.
D. Adding a standard markup to the cost of the product.

Z%: B

SRR

Buyer-based pricing involves basing prices on the product's perceived value rather than on the seller's cost. Nonprice variables in the
marketing mix augment the perceived value. For example, a cup of coffee may have a higher price at an expensive restaurant than at
a fast food outlet.

8 #363
The gross margin for Year 1 is:

A. US $3,429,360
B. US $4,232,160
C. US $4,350,000
D. US $4,800,000

ZE: D

fE R A -
The gross margin equals revenue minus gist of goods sold beginning finished goods inventory + cost of goods manufactured - ending



finished goods inventory). Cost of goods manufactured equals all manufacturing adjusted for the change in work-in progress.
Consequently, the gross margin was US $4,800,000 $9,000,000 $1,800,000 DM $720,000 DL $ 1,080,000 VOH $6000,000
FOH), given no beginning or ending finished goods or work-in-process inventories. Data regarding Year 1 operations for an
enterprise that had no beginning or ending inventories are as follows:

Salec g!bl.l,l.ll.lll LINts ) S $9 000,000
V.lll.liﬁ"-i--'.!'.
Curact matenals S 59 200,000
Cuirect lakbaor 720,000
Manufactunng owverbaead 1,080 000
Salhng expancsas S50, D00
Fixad costs
ranufacturing owerhead U= ¥ G0
Sl SRt v S S rGaes £
Saellng expanses ASZ BOO
INCOMee Lax rate A09%

The enterprise estimates that next year direct materials costs will increase by 101 and direct labor costs will increase by US $0.60
unit to US $5.40 per unit. In addition fixed selling expenses will increase by US $29,520. All other costs will be increased at the
same rates or amounts as the, current year.

i RE #364
What is Lally's current tax expense for Year 27

A. US $2,000,000
B. US $1,992,000
C. US $2,032,000
D. US $1,960,000

ZX: B

fE R -

The US $5,000,000 of pre-tax profit is reduced by the US $100,000 of interest income not subject to tax. However, the rental
income accrued in the previous year is taxable in Year

2. Thus, the profit subject to tax is US $4,980,000. Given a 40% rate, the current tax expense is US $1,992,000.

The following relates to Lally PLC for Year I and Year 2.

Year 2 Year 1 Profit before income taxes US $5,000,000 US $4,000,000 Interest income included above that was not subject to
income taxes 100.000 100,000

Profit before income taxes in Year I included rent income of US $80.000 that was not subject to income tax until its receipt in Year
2.

Lally was subject to an effective income tax rate 0of 40% in Year 1 and Year 2.
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