Week 1
3-10 Give an example of how a manager can decrease variable costs while increasing fixed costs. 
[bookmark: _GoBack]3-11 Give an example of how a manager can increase variable costs while decreasing fixed costs. 
3-12 What is operating leverage? How is knowing the degree of operating leverage helpful to managers? 
3-16 Jack’s Jax has total fixed costs of $25,000. If the company’s contribution margin is 60%, the income tax rate is 25% and the selling price of a box of Jax is $20, how many boxes of Jax would the company need to sell to produce a net income of $15,000? 
a. 5,625 b. 4,445 c. 3,750 d. 3,333
3-17 During the current year, XYZ Company increased its variable SG&A expenses while keeping fixed SG&A expenses the same. As a result, XYZ’s: 
a. Contribution margin and gross margin will be lower. 
b. Contribution margin will be higher, while its gross margin will remain the same. 
c. Operating income will be the same under both the financial accounting income statement and contribu-tion income statement. 
d. Inventory amounts booked under the financial accounting income statement will be lower than under the contribution income statement. 

