Supplement A KEY REVIEW

True-False Questions

_____ 
1.
A fixed cost fluctuates directly with changes in the level of output.  

_____
2.
Opportunity costs are expenses that are not incurred if an investment is



made but that 
must be incurred if the investment is not made.

_____
3.
Risk is inherent in any investment because the future can never be

predicted with
absolute certainty.

_____
4.
Depreciation is a method for allocating costs of capital equipment.

_____
5.
The formula for straight-line depreciation is the salvage value minus the



investment cost divided by the estimated useful life.

_____
6.
The declining-balance method of depreciation achieves an accelerated 



depreciation.

_____
7.
Cost drivers are the causal factors used as the means for overhead



allocation in activity-based costing.

_____
8.
A make-or-buy decision is a typical OM investment decision.

_____
9.
The present value removes the interest rate effect by reducing all future



sums to present-day dollars.

_____
10.
The net present value method is commonly used in business.
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