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5-2 Why should managers worry about product overcosting or undercosting? 
5-3 What is costing system refinement? Describe three guidelines for refinement. 
5-6 Why is it important to classify costs into a cost hierarchy? 
5-12 “ABC systems only apply to manufacturing companies.” Do you agree? Explain. 
5-13 “Activity-based costing is the wave of the present and the future. All companies should adopt it.” Do you agree? Explain. 
5-16 Conroe Company is reviewing the data provided by its management accounting system. Which of the following statements is/are correct? 
I. A cost driver is a causal factor that increases the total cost of a cost object. 
II. Cost drivers may be volume based or activity based. 
III. Cost drivers are normally the largest cost in the manufacturing process. 
1. I, II, and III are correct. 
2. I and II only are correct. 
3. I only is correct. 
4. II and III only are correct
5-17 Nobis Company uses an ABC system. Which of the following statements is/are correct with respect to ABC? 
I. Departmental costing systems are a refinement of ABC systems. 
II. ABC systems are useful in manufacturing, but not in merchandising or service industries. 
III. ABC systems can eliminate cost distortions because ABC develops cost drivers that have a cause-and-effect relationship with the activities performed. 
1. I, II, and III are correct. 
2. II and III only are correct. 
3. III only is correct. 
4. None of the listed choices is correct.

