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Which is the best combination of paragraphs that describe management accounting ?

Financial accounting focuses on reporting financial information to external parties such as investors,
government agencies, and banks. Management accounting is the process of measuring, analyzing,
and reporting financial and non-financial information that helps managers make decisions to fulfill

the goals of an organization.

There are four types of responsibility centers: cost centers, revenue centers, profit centers, and
investment centers. These classifications indicate the degree of manager’s responsibility for the
performance of responsibility centers. A revenue center has control over decisions regarding the

assets available for use.

The balanced scorecard translates an organization's mission and strategy into a set of performance
measures that provides the framework for implementing its strategy. The balanced scorecard
focuses on achieving financial objectives, and it also highlights the nonfinancial objectives that an

organization must achieve to meet and sustain its financial objectives.
Value engineering is defined as "Value = Cost/Function." Value engineering is a systematic

evaluation of aspects of the value chain, with the objective of reducing costs and achieving a quality

level that satisfies customers.
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The number of personnel in X company

+ Executives :3

+ Factory supervisors : 2

+ Assembly-line workers : 20
+ Machine mechanics :4

- Sales representatives : 7

Overview of Costs

1. Company X is adopting performance-based compensation for its executives. Assembly-line
workers and sales representatives include part-time employees. Employees receive fixed
salaries, except for part-time employees.

2. Executives and sales representatives work at the head office, while assembly-line workers,
factory supervisors, and machine mechanics work at the factories.

3. Labor costs of assembly-line workers are classified as direct costs, while labor costs of factory

supervisors and machine mechanics are classified as indirect costs.

Company X’s head office and factories are located in different places.

Company X owns the land and building of head office.

Company X owns factories and equipment, but leases the factory sites.

Company X paid $50,000 in damages to a competitor during the current period.

G N o gk

Company X paid insurance premiums on factory equipment to cover potential equipment
trouble.

9. Company X outsourced research and development for a new product.

Insurance premiums on factory equipment and compensation for damages are not included in
manufacturing costs.

The wages of all part-time employees are classified as direct costs.

Labor costs of factory supervisors, depreciation on factories and equipment, and lease payments
for factory sites are classified as indirect costs.

Research-outsourcing fees and executive compensation are general and administrative expenses.
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The net present value of Project A is 2,564 thousand dollars.

Based on the net present value method, Project B should be accepted rather than Project A.

The internal rate of return for Project B is less than 6%.

The payback period of Project B exceeds 2.8 years.
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Balance Sheet (in thousands of dollars)

Assets 20X4 20X5 Liabilities and Net assets 20X4 20X5
Cash and deposits 220 400 | Accounts payable 380 500
Accounts receivable 270 400 | Short-term debts 460 710
Inventories 390 350 | Long-term debts 420 450
Property, plant and equipment 1,630 1,900 | Retirement benefit liability 150 140
Intangible assets 300 350 | Net assets 1,400 1,600
Total 2,810 | 3,400 Total 2,810 | 3,400

Profit and Loss Statement

(in thousands of dollars)

20X4 20X5
Net sales 2,900 3,200
Cost of sales 2,200 2,300
Selling, general and administrative expenses 480 600
Interest expenses 80 90
Net profit 140 210

a. The company’s return on assets improved from 20X4 to 20X5 due to an increase in its total assets

turnover.

b. The company’s return on equity increased from 20X4 to 20X5 due to improvements in its net profit

margin and higher financial leverage.

c. The company’s current ratio decreased from 20X4 to 20X5, and its quick ratio also decreased.

d. The company’s debt to assets ratio increased from 20X4 to 20X5, mainly due to an increase in current

liabilities.
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X company is considering its budget of the next period based on the revenues and costs of the current
period. The company plans to make a capital investment in additional productive facilities during the
next period. This investment is expected to increase fixed costs by 550 thousand dollars compared to
the current period. The contribution margin ratio in the next period is expected to remain the same as
that in the current period. As a result, the break-even sales for the next period are expectedtobe (A ).
Then, the company has set a target operating margin of 10% for the next period. If this target is achieved,

the operating profit for the next period will increase by ( B ) compared to the current period.

[Data]
Revenues and costs of the current period
(in thousands of dollars)
Net sales 5,700

Manufacturing costs

Material costs 1,800  (All variable costs)
Labor costs 1,450  (including fixed costs of 1,300)
Overhead costs 1,050  (including fixed costs of 870)
Selling, general and administrative expenses 1,000  (including fixed costs of 850)
Financial expenses 750
( A) ( B)
1 $ 5,950,000 $ 714,000
2 $5,950,000 $314,000
3 $ 5,950,000 $1,040,000
4 $10,800,000 $714,000
5 $ 10,800,000 $ 314,000
6 $10,800,000 $ 1,040,000
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1. Capital expenditure projects

(in thousands of dollars)

Project A Project B
Initial investment 180,000 150,000
Earnings Before Interest, Taxes :
Year 20X1 12,000 6,000
Year 20X2 10,000 8,000
Year 20X3 8,000 12,000

The company is considering two capital expenditure projects. The useful life of these projects is
three years.

All cash inflows occur at year-end, and cash outflows occur at the beginning of 20X1.

Each project is expected to have zero salvage value at the end of the project. Depreciation is
calculated by the straight-line method.

The corporate tax rate is 30%.

2. Cost of Capital and Present Value Coefficient Table

The risk-free rate is 4% per year.

The Company's weighted average cost of capital (WACC) is 5% per year, and the company
calculates the net present value using WACC.

The Company's additional cost of borrowing is 6% per year.

Use the following Present Value Coefficient Table for calculation.

n 4% 5% 6%
1 0.962 0.952 0.943
2 0.925 0.907 0.890

0.889

0.864

0.840
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The net present value of Project A is 2,564 thousand dollars.

Based on the net present value method, Project B should be accepted rather than Project A.

The internal rate of return for Project B is less than 6%.

The payback period of Project B exceeds 2.8 years.

1. ab 2. ac 3. ad 4, bc 5. bd 6.
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n 4% 5 % 6 %

1 0.962 0. 952 0.943
2 0.925 0.907 0. 890
3 0. 889 0. 864 0. 840
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(HAL - T Fov) 20X14F 20X24F 20X34F
R 54, 200 55, 600 58, 400
Bifife%k : WACC 5% 0. 952 0. 907 0. 864
BLLEAM i 51, 598. 4 50, 429. 2 50, 457. 6
IEBRBLLE A 2, 485 (= BUIEATE A #1152, 485. 2— C 150, 000)

(—ADEF)



<TAC>EWHEE - HRE2E2A LU E5 (7 RE) BFHEFHwm14—14

3. 7BV FrBORNEFIEE (c)

A D FHia+E Y
- 7nY =y FBORERIRNBERRDTD, RO [7ny=7 B ORNEMNLERIT6 %
K5 ) % 6 % OBUIARE Z W THREET LT L (ERBIEMEA < A 2 TH AT
FHERIT 6 %R THD) o

(Hfr : T RF) 20X14F 20X24F 20X34F
R 54, 200 55, 600 58, 400
B E - 6 % 0.943 0. 890 0. 840
B A A fiE 51,110.6 49, 484 49, 056
1E PR BLAEAT i A 349 (= BIEAME A 5149, 650. 6— C 150, 000) | (—6 %Ki&)

4. 7Oz FBOEIREM (d)

(Hfr : T RF) 20X14F 20X24F 20X34F
BIEUES S ¥ 150, 000 — —
R 54, 200 55, 600 58, 400
ENEIEVE | 95, 800 40, 200 18, 200

20X24F KA BN EAEA0, 200F KU
20X34FE- M R 58, 400F KL

=2.68 — 2.7/ (Z£2.8%)

5. ER¥IMT
a. IF
b. iR
EBRBUEMEIEICE S &, ey bBEW 7o v =7 NARRRTRETH D,
c. I
d. &
7'nY =2 b BOBRHIRIZ2. 84 2 220,

UEXY, ELWERITa, cTHY, EMIT2LERD,
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