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1. A cost that varies directly with output or sales is called?
A. Fixed cost 
B. Variable cost 
C. Startup cost
D. Tax
2. Another name for Sales is?
A. ROI
B. Expense
C. Tax
D. Revenue
3. When you subtract the cost of goods from the Sales the result is called?

        A. Profit
        B. Net Profit
        C. Contribution Margin
        D. None of the above
4. Something of value that your business owns is called a:
A. Liability

B. Owners’ Equity

C. Asset

D. Fixed cost
5. Fixed cost and variable cost together are known as your company’s?

A. Overhead
B. Liabilities
C. Assets 

D. I don’t care
Answer the following true or false:
6. Variable costs are expenses that fluctuate proportionally with the quantity of output _____
7.  Variable costs are directly tied to the activities of producing volume, which rises when these activities increase and falls when activities decrease. _____
8.  Variable costs, which are those costs that change directly with production. _____
9. Fixed costs are those costs that do not change based on production levels?  _____
10. If the building and equipment are leased, there is a monthly payment for each of them. The company is responsible for paying 100% of the monthly payments whether they produce and sell any of their products. _____

11. Fixed costs are NOT always the same. Like the price of anything, they can change sometimes unpredictably and sometimes on a regular schedule. _____
Answer each question:

12. What does ROI stand for?
13. What does EOI stand for?
14. If your business made a net loss for the month what does that mean?
Fixed vs. Variable
The following are costs that were incurred by Nike, Inc. determine which costs are fixed (F) and which are variable (V).

15. _____ rubber for the sole of the shoe, $6 per shoe

16. _____ rent on the manufacturing facility building, $188,000 annually

17. _____ sales manager salary, $127,000 annually

18. _____ worker who operates the machine that puts the shoe together, $2 per shoe

19. _____ shoe laces, $1.80 per shoe

20. _____ worker who puts the shoes in the shoe box, $0.20 per shoe

21. _____ insurance on the manufacturing facility, $23,000 annually

22. _____ water and utilities, $22,000 per month consistently

23. _____ depreciation on manufacturing equipment, $18,000 each month

24. _____ already contracted advertising on television, $1,800,000 annually

25. _____ sales commission paid to salespeople based on 5% of sales

26. _____ office supplies, usually approximately $3,000 per month

27. _____ paper for the copier in the executive offices, usually about $1,200 per month

28. _____ glue used in the shoe, approximately $0.18 per shoe

29. _____ company jet lease, $14,000 per month

Calculate the Net Profit/Loss using the following information. Label each number. Show work and I can give you extra credit: You should be using the following labels (COGs, CM or GP, Net Profit or Loss, Sales or Revenue, Expenses)
 
Sold 20 cakes at $12 per cake


Cost of ingredients to make the cake $2.20 per cake


Labor cost per cake $2.00 



Box for packaging cake $0.10

Expenses your business incurs:

Advertising

$5

Utilities

$5

Rent


$20



Insurance

$10

If you invested $100 to start your business what was your return on investment?

Net profit / initial investment x 100
2 | Page

