Week 5
9-2 Why is the term direct costing a misnomer? 
9-3 Do companies in either the service sector or the merchandising sector make choices about absorption costing versus variable costing?
9-6 The main trouble with variable costing is that it ignores the increasing importance of fixed costs in manufacturing companies. Do you agree? Why?
9-7 Give an example of how, under absorption costing, operating income could fall even though the unit sales level rises. 
9-8 What are the factors that affect the breakeven point under (a) variable costing and (b) absorption costing?
9-10 What are two ways of reducing the negative aspects associated with using absorption costing to evaluate the performance of a plant manager?
9-16 In comparing the absorption and variable cost methods, each of the following statements is true except: 
a. SG&A fixed expenses are not included in inventory in either method. 
b. Only the absorption method may be used for external financial reporting. 
c. Variable costing charges fixed overhead costs to the period they are incurred. 
[bookmark: _GoBack]d. When inventory increases over the period, variable net income will exceed absorption net income.

