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[For Question 1 to 4, select the word or phrase that best expresses a meaning opposite to the word in capital letters.

1. APEX: EERFALETENS  BRIXRFH -
A. lowest point
B. greatest length
C. furthest distance
D. shortest height
E. smallest curve
2. ASSET:
A. liability
B. equity
C. option
D. variable
E. sweet
3. ERRATIC:
A. overstated
B. sufficient
C. invariable
D. reasonable
E. intact
4. FALLACY:
A. tentative disagreement
B. personal philosophy
C. simple hypothesis
D. legitimate claim
E.

indirect statement
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A.
B.
C.
D.
E.

A.
B.
C.
D.
E.

A.

B
C
D
E.
8. AN
A
B
C
D
E

original pair.

5. MUSCIAN: ORCHESTRA

mechanic: car
songwriter: lyrics
desk: office
player: team
actor: director

6. CORRAL: LIVESTOCK

fence: posts
capture: thieves
nest: birds
devise: plans
fire: employees

7. CONTRARY: OPPOSE

skeptical: believe
sufficient: enough
variable: immutable
wild: mild

emigrate: immigrate

TIBODIES: PROTECTION

fight: flight

flour: bread
preparation: success
actor: cast
passenger: airplane

Questions 5 to 9 will include a pair of words in all capital letters, followed by five lettered pairs of words. You
will be required to identify the answer choice that expresses a relationship most similar to that expressed in the

3 | 70 ENHRBLEE R Tty o

=~ RAHEEM -




Biga ke 113 258 BIRBALABIR BEARRA
3R H#I0R

£ % # B PHREXEH RmH GRHHEA A REM 2A6B(ZDFK

0. DEFENDANT: PLAINTIFF
A. Dbarrister: attorney
B. lecturer: professor
C. lessor: lessee
D. underwriter: appraiser
E. actor: actress )
10. Which one of the following choices is not the apprdpriate method to value inventories?
A. LIFO
B. LCM
C. Weighted-Average
D. Monte-Carol simulation
E. FIFO
11. Which one of the following choices is not a financial product?
SWAP
TIPS
Asian Option
European Option
DCF
ich one of the following choices is different from the other options?

Emoowp

12.

Teach an old dog new tricks.

Show the President where the White House 1s.
Teach fish how to swim.

Teach granny how to suck eggs.

Mo ow

Be a snob in front of a true expert.
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13. Executive: We recently ran a set of advertisements in the print version of a travel magazine and on that
magazine’s website. We were unable to get any direct information about consumer response to the print ads.
However, we found that consumer response to the ads on the website was much more limited than is typical
for website ads. We concluded that consumer response to the print ads was probably below par as well.

The executive’s reasoning does which one of the following?

A. bases a prediction of the intensity of a phenomenon on information about the intensity of that
phenomenon’s cause

B. uses information about the typical frequeney of events of a general kind to draw a conclusion about the
probability of a particular event of that kind

C. infers a statistical generalization from claims about a large number of specific instances

D. uses a case in which direct evidence is available to draw a conclusion about an analogous case in which
direct evidence is unavailable

E. bases a prediction about future events on facts about recent comparable events

14. Political scientist: As a political system, democracy does not promote political freedom. There are historical
examples of democracies that ultimately resulted in some of the most oppressive societies. Likewise, there
have been enlightened despotisms and oligarchies that have provided a remarkable level of political freedom
to their subjects.

The reasoning in the political scientist’s argument is flawed because it

A. confuses the conditions necessary for political freedom with the conditions sufficient to bring it about

B. fails to consider that a substantial increase in the level of political freedom might cause a society to become
more democratic

C. appeals to historical examples that are irrelevant to the causal claim being made

D. overlooks the possibility that democracy promotes political freedom without being necessary or sufficient
by itself to produce it

E. bases its historical case on a personal point of view
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Questions 15-18. Read the following passage carefully before you choose your answers.

The following passage is from “Overview — World Economic Situation and Prospects 2024 by United Nations
(https://www.un.org/sustainabledevelopment/blog/2024/01/overview-world-economic-situation-and-
prospects-2024/)

Labor market

The global labor market displays divergent trends between developed and developing countries post-pandemic.
Developed countries experienced a robust recovery with low unemployment rates, notably 3.7% in the US and
6.0% in the EU in 2023, coupled with rising nominal wages and narrowing wage inequality. However, real

income losses and labor shortages pose challenges.

In contrast, developing countries show mixed progress; while nations like China, Brazil, Tiirkiye, and Russia
report declining unemployment, issues like informal employment, gender gaps, and high youth unemployment
persist. Globally, the decline in female labor force participation to 47.2% in 2023 (compared to 48.1% in 2013)
and the high NEET rate (not in employment, education or training) of 23.5% among youth highlight enduring
challenges in gender equality and youth employment.

Since the introduction of ChatGPT in November 2022 there has been significant advancement in artificial
intelligence. Within six months ChatGPT’s introduction, one-third of firms worldwide were using generative Al
for at least one function, and about 40% planned to expand Al investment. The rapid adoption of Al is feared to
exacerbate income inequalities. Al could reduce demand for tow-skilled jobs, disproportionately impacting
women and lower-income countries. In the US, women, who dominate clerical work, are at higher risk of job
displacement by Al. Also, there’s a significant gender gap in Al professions.

Inflation

Global inflation, a key concern over the past two years, is showing signs of easing. Global headline inflation fell
from 8.1% in 2022 to an estimated 5.7% in 2023 and is projected to decline to 3.9% in 2024.

However, food price inflation remains a critical issue, exacerbating food insecurity and poverty, particularly in
developing countries. An estimated 238 million people experienced acute food insecurity in 2023, an increase

of 21.6 million from the previous year.
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Investment

The report also highlights the challenges in global investment trends, with a noted slowdown in investment
growth across both developed and developing economies. However, while developed countries have continued
to channel investments into sustainable and technology-driven sectors like green energy and digital
infrastructure, developing countries face challenges such as capital flight and reduced foreign direct investment.
Geopolitical tensions further influence these trends, affecting investment flows regionally.

Global investment growth is expected to remain low due to economic uncertainties, high debt burdens, and rising
interest rates. Investment in the energy sector, especially in clean energy, is growing but not at a pace sufficient
to meet the net-zero-emissions goal by 2050.

Trade

International trade is losing steam as a growth driver, with global trade growth weakening to 0.6% in 2023 and
expected to recover to 2.4% in 2024. The report points to a shift in consumer spending from goods to services,
rising geopolitical tensions, supply chain disruptions, and the lingering effects of the pandemic as factors
impeding global trade.

Furthermore, the shift towards protectionist policies in some countries has also influenced trade dynamics,
leading to a reevaluation of global supply chains and trade agreements. The repercussions of these changes are
particularly pronounced in developing economies, which often rely heavily on exports for economic growth. In
response, there has been a growing emphasis on diversifying trade partners and strengthening regional trade
agreements to mitigate the risks associated with overreliance on a limited number of markets.
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International Finance and Debt

Developing countries face high levels of external debt and rising interest rates, making access to international
capital markets difficult. There’s a decline in official development assistance and foreign direct investment for

low-income countries.

Debt sustainability has emerged as a critical challenge, especially for developing countries, in the wake of rising
debt levels and changing global financial conditions. The increase in global interest rates, a consequence of
monetary policy tightening by central banks like the Federal Reserve and the European Central Bank, has
escalated debt servicing costs, particularly for countries with foreign currency-denominated debts. As a result,
many countries are grappling with the need for debt restructuring, including renegotiating terms or seeking debt
relief, to manage their escalating debt burdens more effectively.

15. What is the purpose of the above passage?

It presents a rosy picture of the global economy in 2024.

It presents a bright outlook for the global economy.

It paints a sobering picture of the global economic landscape.
It encourages countries to promote international trading.

Mo oWy

It promotes global collaboration.
16. Which one of the following choices is true according to the passage?

ChatGPT has very little impact on the labor market.

It will not be challenging for countries to manage national debt in 2024.
Geopolitical factors are not important-te-investment flows regionally.
Consumers will spend more on goods rather than services compared to 2023.

mUOR >

Food price inflation remains a critical issue in developing countries.
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17. According to the passage, who would suffer the most with the high interest rate?

NEET

ECB

Federal Reserve
Al professionals

Mo 0w p

countries with foreign currency-denominated debts
18. What is the tone of this passage?

Emotional
Informative
Laudatory
Cynical

moow»

Accusatory
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A. The alternatives are now clear to see.
RENE - ECEEREE -

B. All Magellan is the most famous Portuguese sailor.
FHmERELHHET KT -

C. John’s father left him five cars and one hundred thousand US dollars.
ARSINEEY T AEA— EESEITA

D. John is a top dog in his profession.
LETEARTT A B A

E. He was lying on his back.
s EYE

25. DUT BHER T 4H Rim i B 2R

A, HEHREEEERTLEE
Thank you for bringing this to our notice.
B. WIRIREBEE LR ) mEAE
\ Please let me know if you require extra assistance.
C. ZERIF—ERLMNERZS  LFIRESETLESRH
As you have been a loyal customer for years, we’ve decided to waive the late fee.
D. TEI—EMEECET - BRI ERAE
In my former email, I forgot to'mention thatT wiltbe out of theoffice next week.
E. ZRfFeyEseiee R b/ R bRy > B—2IEN -
Our hours of work are 8 a.m. to 9 p.m. Monday through Saturday.
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Fi= 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 7.0% 8.0% 9.0% | 10.0% | 11.0% | 12.0%

FH
1 0990 | 0980 | 0971 0962 | 0952 | 0943 | 0935 | 0926 | 0917 | 0909 | 0.901 0.893
2 1.970 1.942 1.913 1.886 | 1.859 | 1.833 1.808 1.783 1.759 1.736 1.713 1.690
3 2.941 2884 | 2829 | 2775 | 2723 | 2673 | 2624 | 2577 | 2531 2487 | 2444 | 2402
4 3902 | 3.808 | 3.717 | 3.630 | 3.546° | 3.465 | 3.387 | 3312 | 3240 | 3.170 | 3.102 | 3.037
5 4.583 4713 4580 | 4.452 | 4329 | 4212 | 4.100. | 3993 | 3.890 | 3.791 3.696 | 3.605
6 5.795 5.601 5417 | 5242 4 5076 | 4917 | 4767 | 4.623 | 4.486 | 4355 | 4231 | 4.111
7 6728 | 6472 | 6230 | 6002 | 5786 | 5.582 | 5.389 | 5206 | 5.033 | 4.868 | 4.712 | 4.564
8 7.652 | 7325 7.020 6.733-| 6463 | 6210 | 5.971 5747 [™5.535 | 5.335 5.146 | 4968
9 8.566 | 8162 | 7786 | 7435 | 7.108 | 6802 6515 | 6247 | 5995 | 5759 | 5537 | 5328
10 9.471 8.983 8.530 | 8.111 7922 | 7.360 | 7.024 | 6710 | 6.418 | 6.145 | 5889 | 5.650
11 10368 | 9.787 | 9.253 8760 | 8306 | 7.887 | 7.499 | 7.139 | 6.805 | 6.495 | 6207 | 5938
12 11.255 | 10.575 | 9.954 | 9385 /| 8863 | 8384 | 7943 | 7.536 | 7.161 6.814 | 6492 | 6.194
13 12,134 | 11.348 | 10.635 | 9986 | 9394 | 8853 | 8358 | 7.904 | 7.487 | 7.103 6.750 | 6.424
14 13.004 | 12.106 | 11.296 | 10.563 | 9.899 | 9295 | 8745 | 8244 | 7.786 | 7367 | 6982 | 6.628
15 13865 | 12.849 | 11938 | 11.118 | 10380 | 9.712 | 9.108 | 8559 | 8.061 7606 | 7.191 6.811
16 14718 | 13.578 | 12.561 | 11.652 | 10.838 | 10.106 | 9.447 | 8.851 8313 | 7.824 | 7379 | 6974
17 15.562 | 14.292 | 13.166 | 12.166 | 11.274 | 10477 | 9.763 9122 | 8544 | 8022 | 7549 | 7.120
18 16398 | 14.992 | 13.754 | 12.659 | 11.690 | 10.828 | 10.059 | 9372 | 8.756 | 8.201 7702 | 7.250
19 17.226 | 15.678 | 14.324 | 13.134 | 12.085 | 11.158 | 10.336 | 9.604 | 8950 | 8365 | 7.839 | 7.366
20 18.046 | 16.351 | 14.877 | 13.590 | 12462 | 11470 | 10594 | 9.818 | 9.129 | 8514 | 7.963 | 7.469

¥4 Q5

#HE (Hertz) N3 R EBRFZF AWK ERMAT »2020-2022 £ 5 LU A LT3 2$5,258$7.336 - $8,685
(B haE L) TR (ARR) &L 20202022 44 RLREL -

B ZRBEEEHENET % "THAAEER  (AST) ZHRHUMENNZRALHTELR > HEAN
g 20202022 FEFEZEERSAREILBRAES D ? LWBHKE IAS T st BB~ d 28404
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HERTZ GLOBAL HOLDINGS, INC.ANDSUBSIDIARIES ' 7771
CONSOLIDATED STATEMENTS OF CASH FLOWS ‘
; ' T {inmitions)

:Cash flows from operating activities:

{Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided by operating activities: o
{Depreciation and reserves for revenue earning vehicles, net ‘ 809,
Depreciation and amortization, non-vehicle : 142
Amortization of deferred financing costs and debt discount {premium}) 53 . ;
Loss on extinguishment of debt . ! —i 8
‘Stock-based compensation charges ; v 130 a6 e )
\Provision for recelvables allowance [ 57 ¢+ 125: 98
{Deferred income taxes, net : 1. - 270
iTechnoIogy-related intangible and other asset impairments fv __:j e ot
{Reorganization tems, net L . 3& 8
;{Galn) loss from the sale of a business ‘ : = - (400) . -
{{Gain) loss on sale of non-vehicle capital assets - U I ¢ . 1}
iChange in fair value of Public Warrants ’ 27 o -
({Gain) loss on financial instruments @ 3, .
Other ) {1); R 8,
iChanges in assets and liabilities: ; i e
‘Non-vehicle recelvables m e . fe) LA
Prepaid expenses and other assets ] 3 2o 92: |
Operating lease right-of-use assets l 274 366,
‘Non-vehicle accounts payable _ | 70y o _28_5
|Accrued liabilities | ‘ {108 ' {61)
:Accrued taxes, net ‘ ' e L 24 sy
iOperating lease Habilities , {309); 29 (375)
iSelf-insured labliities , 18, {17), {re)
iNet cash provided by (used in) operating activities I I . 2,538, © 1,806: 953, .
{Cash flows from investing activities: N . . . ~
iRevenue eaming vehicles expenditures (105%) = (7,154). o 15582)
Proceeds from disposal of revenue earning vehicles - o N 2818 10,098:
Non-vehicle capital asset expenditures E (71); . {98): .
Proceeds from disposal of non-vehicle capital assets : . 5,0
Sales of marketable securities _ - e T8
Coliateral payments -~ (303 : ol
Collateral returned In exchange for letters of credit = i, 80 s
:Return of {investment in) equity investments w B - b
{Proceeds from the sale of a business, net of cash sold o - 871 =
{Other : — L L2 TR - | SO
iNet cash provided by (used in) investing activities o {8,233) ° (3,544) 581
:Cash flows from financing activities: I . ‘ e e
Proceeds from Issuance of vehicle debt e 9e72 . 14323 A5 .
'Repayments of véhicle debt ‘ {6639) - {12607) - {10,753).
{Proceeds from issuance of non-vehicle debt e o et 4648 1,812
‘Repayments of nan-vehicle debt N - {200 (6352 {855)
{Payment of financing costs o e ey 18y {75),
‘Proceeds from Plan Sponsors . Ly .

'Early redemption premium payment o . e (85).
‘Proceeds from issuance of common stock, net o

'Proceeds from exercises of Public Warrants
‘Proceeds from the Issuance of preferred stock, net

:Distributions to common stockholders
:Contributions from (distributions to) noncontroliing interests
Proceeds from 2021 Rights Offering, net

‘Share repurchases

:Repurchase of preferred stock

.Other o

‘Net cash provided by (used in) financing activities e

Effect of forelgn cumrency exchange rate changes on cash and cash equivalents
Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

.Cash and cash equivalents at end of period
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FRran Xl 48 AMEREN—RTAEHRES > ZEARZAGREH T 575510 Brashm % LR Es
$ 1B B-BETHARRBE T IRRAELEFRS] ZHrd c£F70 X1 # 8 A AAREME
$6,000,000 2 & & 3t FAF 7T 7k AR B H BF Rk 2 600,000 {8258 2 ey LR AR > 1238 R BEA R
R FLRARMBEHRILES 5% -

X1 # 9 A% P BA3.4:$26,730,000 & 270,000 42 %5 3% § $27,000,000 2 & & » F A S| RAI B H G R
HER 5% o

X1 % 10 A& & F SA3R.4£$23,760,000 & 240,000 18 25 2% 8 & $24,000,000 2 & &> F 2 S5 ERLH Y
RIRENE B 9% -
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(Z)HEF LA XLER X2 HE X3 FERAABHARECARHZARATALHZLH - (1057)
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BREA2ZHR - FRVBFTE EoWE— BT EHRNTFTANRINER - REXBAFRER
HBXTRZE? (104)
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1. Which of the following statements is true of variable overhead costs?
(A) Fixed overhead costs always have unused capacity.
(B) Fixed overhead costs have efficiency variance.
(C) Variable overhead costs have no spending variance.
(D) Variable overhead costs have no production-volume variance.

2. B Products Inc. planned to use $36 of material per unit but actually used $34 of material per unit and planned
to make 1,520 units but actually made 1,320 units. The flexible-budget variance for materials is:
(A) $2,640 favorable
(B) $7,200 unfavorable
(C) $6,800 unfavorable
(D) $3,040 favorable

3. Which of the following is referred to as the bottom-up aspect of the budgeting process?

(A) lower-level managers setting their individual targets that aggregate to be the company-wide target

(B) senior managers consulting middle- and lower-level managers to investigate any deviations from the
budget

(C) lower-level managers implementing the budgets with senior managers monitoring progress and
investigating deviations \

(D) lower-level managers providing inputs to the budgeting process based on their specialized knowledge
and familiarity of the operation

F—A (10%)

UCC manufactures bottles in its Processing Department. At the initial production cycle, direct materials are
introduced and should be consolidated into individual kits for each unit. Conversion costs are incurred evenly
throughout the production cycle. Before inspection, some units are spoiled due to undetectable materials defects.
Inspection occurs when units are 60% converted. Spoiled units generally constitute 4% of the good units. UCC
accounts collect data for December 2022 are as follows:

WIP, beginning inventory 12/1/2022 22,800 units
Direct materials (100% complete)
Conversion costs (75% compete)
Started during December 76,100 units
Completed and transferred out 12/31/2022 72,500 units
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WIP, ending inventory 12/31/2022 18,900 units
Direct materials (100% complete)
Conversion costs (65% complete)

Costs for December:

WIP, beginning inventory:
Direct materials  $142,430
Conversion costs 76,900

Direct materials added 223,400
Conversion costs added 280,240
Required:
(1) What is the total amount of direct materials and conversion costs assigned to ending work in process using
the weighted-average process-costing method?
(2) UCC sold 7,000 units in December 2022. What is the impact of costs allocated to abnormal spoilage using
the weighted-average process-costing method on operating income?

=M (10%)

Top managers in Bata, Inc., require varying degrees of managerial accounting information. Because of the need
to comply with the managers' requests, Helen, management accountant, need to compute different variances for
manufacturing overhead each month. The information for the September overhead expenditures is as follows:
Budgeted output units 3,200 units

Budgeted fixed manufacturing overhead $20,000

Budgeted variable manufacturing overhead $5.5 per direct labor hour

Budgeted direct manufacturing laber hours 1 hour 48 minutes per unit
Fixed manufacturing costs incurred $26,000

Direct manufacturing labor hours used 7,200

Variable manufacturing costs incurred  $35,660

Actual units manufactured 3,400

Required:

(1) Helen compute spending variance, efficiency variance, and production-volume variance for the
manufacturing vice president. (6%)

(2) Although Bata, Inc., is a small company, Helen still need to analyses the possible reasons for spending
variance, efficiency variance, and production-volume variance. In the analysis report, she indicates the
management accounting team report 3-variance analysis rather than 4-variance analysis because of less

value in doing the additional measurements required for 4-variance analyses. Do you agree their options?
Why? (4%)
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Fwd 8%)

LL Corporation has the budgeted unit sales for the next three-month period. The budgeted sales for March,
April, and May are 90,000, 120,000, and 210,000 units, respectively. There were 30,000 units of finished goods
in inventory at the beginning of March. Plans are to have an inventory of finished products that equal 20% of
the unit sales for the next month. Five pounds of materials are required for each unit produced. Each pound of
material costs $8. Inventory levels for materials are equal to 30% of the needs for the next month. Materials
inventory on March 1 was 15,000 pounds.

Required:

(1) Compute the budgeted production in units for April.

(2) Prepare a purchases budget for total material purchases and give total purchases in both pounds and dollars
for April.

REM (18%)

Pearl International Company, a family-owned company headquartered in Taiwan, develops and produces starch
powder from high quality sweet potatoes and cassavas since 1970s. The company offers various types of starch,
including sweet potato starch, tapioca starch, modified starch, mixed starch, ete. The company offers the promise
that its starch is traditionally processed and additive-free, ensuring a better, worry-free ingredient that
complements many dishes or desserts. Pearl International has two large subsidiaries, the Starch Division and the
Tapioca Division. The Starch Division, located in rural Taipei with Plant No. 1, has been producing high quality
starch for 50 years. It employs fraditional and professional processing techniques, encompassing cleaning,
grinding, filtering, condensation, and drying.

The Tapioca Division owns a lab and a Tapioca Pearls factory (Plant No. 2) next to the Starch Factory (Plant
No. 1) and was established in the 2000s when upscale bubble tea shops and shaved ice stores became
increasingly popular in Taiwan. The Division has developed and launched several innovative tapioca improvers
that provide specific handling and taste characteristics to the tapioca pearls products in an attempt to escape the
risk of commoditization of the starch market. Tapioca Starch from the Starch Division is the raw material needed
by Tapioca Division to produce high-quality Tapioca Pearls products with different syrup flavors for bubble tea
stores, hand shaken drink shops, shaved ice stores, restaurants, etc. Tapioca Division’s managers believe they
can sell one million kilograms of Tapioca Pearls products per year, which is less than full capacity. Following
are Tapioca Division’s expected revenues and costs for the Tapioca Plant:

Per KG

Selling Price $ 30
Cost: Tapioca Starch (to be purchased from Starch Division) ?
Variable Production Costs 3

Fixed Production Costs 5
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Starch Division can operate at full capacity and sell all of the starch it produces. Following are Starch Division’s
expected revenues and costs for the production of regular starch:

Per KG

Selling Price $ 16
Cost: Sweet Potatoes or Cassavas 6
Variable Production Costs 2
Fixed Production Costs 7

For every kilogram of Tapioca Starch that the Starch Division produces, it will forgo selling a kilogram of
regular starch. However, one million kilograms per year would be only a small portion of total volume at the
factory. Following are Starch Division’s expected revenues and costs for the production of Tapioca Starch:

Per KG

Selling Price (to Tapioca Division) $ ?
Cost: Cassavas 6
Variable Production Costs 4
Fixed Production Costs 9

Required:
The management would like to know the answers to the following questions. Please provide your reasoning and

double underline your final answers:

(1) On a company-wide bases, should Pearl International produce Tapioca Pearls products this year? Why
or why not?

(2) For short-term decisions, what is the maximum price that Tapioca Division’s managers would be willing
to pay for Tapioca Starch? Why?

(3) Would Tapioca Division’s managers be willing to pay the maximum transfer price calculated in (B)?
Why or why not?

(4) For short-term decisions, what is the minimum price that Starch Division’s managers would be willing
to receive for Tapioca Starch? Why?

(5) Would Starch Division’s managers be willing to receive the minimum transfer price calculated in part
(D)? Why or why not?

(6) What transfer price might be fair to the managers of both subsidiaries? Explain.




BIiIdgeR® 113 455 BALE%A-A8E9 42848
£5 A - %67

R OH B RARTEEHE R A BHAAAEE B RN 2A68()E=H

FXxE (159)

As Taiwanese bubble tea and cuisine gain popularity worldwide, the company has gradually built a global
presence and established 20 company-owned subsidiaries overseas responsible for selling the company’s
products worldwide. The parent company in Taiwan takes care of manufacturing, R&D, and corporate overhead
services, and is responsible for sales in Taiwan. The 20 subsidiaries overseas are responsible for selling and
marketing the company’s products in their own regions. The subsidiaries are organized as separate legal entities
and managed as profit centers. Subsidiaries are divisions led by regional managers, who are responsible for the
earnings before interest and taxes (EBIT) of their division. Their annual bonus depends on the achievement of
their EBIT objective. All internal products deliveries to the oversea subsidiaries are invoiced by the parent
company based on a standard manufacturing costs plus a profit margin of 50%. The standard manufacturing
cost is a full cost and includes production costs and corporate manufacturing overhead costs. The management
believes that the profitability of their products was mainly determining by the powerful innovation of the parent
company and the transfer prices were part of the corporate tax policies. In determining the selling price charged
to the end customer, the subsidiaries can add a local profit margin to the transfer price. A few years ago, new
competitions from China entered the market and rivalry among competitors also increased, which resulted in
enhanced pressure on prices. In many regions, managers were facing market prices that were even below the
internal transfer price. The managers of the subsidiaries overseas complained that the transfer prices were two
high and unfair. Bihn Chen, the regional manager in Southwest Asia, proposed a plan to source his products
with local and cheaper suppliers. At the same time, he decided to no longer buy some of the products internally
and proposed to invest in a local production line of starch and tapioca pearls products. After meeting with Bihn
Chen, the CEO of Pear]l International praised Bihn’s entrepreneurship, but would like to give the idea more
thoughts.

Required:
Write a memo to the CEO addressing the following issues:

(1) Describe the dysfunctions of the existing responsibility center structure and transfer pricing system and

outline your suggested changes.

(2) Do you believe the CEO should accept Bihn Chen’s proposal and finance his investment project? Outline
the factors that should be considered.
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How to integrate Al with management accounting has become an important management issue. Please answer
the following questions:

(1) How has Al impacted the role of management accountants in strategic decision-making within
organizations? (6 %)

(2) Evaluate the role of Al-powered analytics in improving performance measurement and key performance
indicator (KPI) tracking within management accounting. (6 4)
(3) What potential benefits does Al integration offer for management accounting? (6 4°)

(4) What challenges exist currently in effectively implementing Al-based tools in management accounting?
(7 %)
(5) Assess the implications of Al for talent development and skill requirements in the field of management

accounting. How should educational programs adapt to prepare professionals for this evolving landscape?
8 %)
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20. Which of the following statement is most likely to be accurate?

A. To be effective, analytical procedures performed near the end of the audit should be performed by the
partner performing the quality review of the audit.

B. Audit documentation is intended to allow the general public to understand the audit work performed, the
evidence obtained, and the significant conclusions.

C. Applying substantive tests to the details of asset and liability accounts as of an interim date, rather than
as of the balance sheet date eliminates the use of certain statistical sampling methods that would
otherwise be available.

D. The issue with utilizing published industry averages for analytical procedures lies in the lack of

comparability.

1. Which of the following situations would heighten an auditor's concern about the risk of fraudulent financial
reporting?
(1) Large amounts of liquid assets that are easily convertible into cash.
(2) An overly complex organizational structure involving unusual lines of authority.
(3) Financial management's participation in the initial selection of accounting principles.
(») Inability to generate positive cash flows from operations, while reporting large increases in earnings
(5) Inability to borrow necessary capital without obtaining waivers on debt covenants.
(6) Extreme degree of competition within the industry.
(7) Sales goals in excess of the preceding year.
Capital structure including various operating subsidiaries.
AD G © @
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02. Which of the following is least likely to be an accurate statement concerning characteristics of an audit?
A.

In verifying debits (credits) to perpetual inventory records of a nonmanufacturing firm, the auditor would
be most interested in examining the vendors' invoices (shipping documents).

An analysis of inventory turnover can indicate possible obsolescence of inventory.

Testing the entity's computation of standard overhead rates is an audit procedure that provides assurance
regarding the proper valuation of a manufacturing entity's inventory.

The direction of tests for understatement errors is generally directed from the recorded entry to source

documents.

For Question #23 to #25: Auditors are required to assess the effectiveness of the client's internal controls over
financial reporting. This involves designing and implementing procedures to obtain audit evidence regarding
the operating effectiveness of these controls. The auditor aims to evaluate whether the controls are suitably
designed to prevent or detect material misstatements and whether they have been consistently applied. The
results of these tests inform the auditor's overall assessment of the risk of material misstatement in the financial

statements. Please select the most appropriate answer for each of the following questions.

After obtaining an understanding of internal control and arriving at a preliminary assessed level of control
risk, an auditor decided to perform tests of controls. The auditor most likely decided that:

A.

B.
C.
D.

It would be efficient to perform tests of controls that would result in a reduction in planned substantive
procedures.

Additional evidence to support a reduction in the assessed level of control risk is not available.

An increase in the assessed level of control risk is justified for certain financial statement assertions.
There were many internal control deficiencies that would allow misstatements to enter the accounting
system.

Which statement is correct concerning the relevance of various types of controls to a financial statement audit?

A.
B.

An auditor may ordinarily ignore the consideration of controls when a substantive audit approach is used.
Controls over safeguarding assets and liabilities are of primary importance, while controls over the
reliability of financial reporting may also be relevant.

Controls over the reliability of financial reporting are ordinarily most directly relevant to an audit, but
other controls may also be relevant.

All controls are ordinarily relevant to an audit.
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anticipated in the audit plan?
The auditors have determined that controls have been implemented (placed in operation) but, in

A.

B.

C.
D.

POTMOZECrRAST-SZOTHUAOW B

accordance with the audit plan, have performed no tests of controls.

5. Under which circumstance is it likely that the extent of substantive procedures will be expanded beyond that

The operating effectiveness of certain controls was found to be less than expected, although no material

misstatements were identified.
Certain controls do not leave a trail of documentary evidence.
Deviation rates were greater than zero and approached anticipated levels.

=B (5a):
Picture yourself as a seasoned senior auditor in an audit engagement, committed to safeguarding the integrity
and precision of financial statements. Your mission is to address the challenge of gathering evidence that reflects
the intricate details within the accounts. As you navigate through account balances and the associated assertions
listed below, your task is to choose the audit procedure that best provides the most relevant evidence for the
given account assertion.
Procedures:

Trace sales invoices and shipping documents just before year-end to customer accounts.

Vouch invoices for the purchase of supplies to receiving document.

Examine invoices paid subsequent to year-end and trace to subsidiary ledger

Review confirmation of account receivable balances and agree to accounts receivable subledger.

Vouch fixed asset acquisitions to related cash disbursement.

Trace sales invoice and shipping documents just before year end to customer account transactions.

Trace individual customer account transactions to-dales invoice.

Agree cash balance to online year-end bank statement.

Examine invoices from suppliers

Review schedule of bad debt expense.

Examine invoices paid subsequent to year-end and tract to subsidiary ledger.

Vouch fixed asset acquisitions to purchase invoices.

. Trace fixed item to fixed asset master control listing.

Confirm accounts payable balance with key suppliers.

Select items from inventory listing and locate the items in the warehouse.
Agree cash balance per the bank reconciliation to the year-end bank statement
Trace deposit per the bank statement to the cash subsidiary ledger.”

Trace individual payable transaction to purchase order.
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Account Balances Assertion Procedure
Cash Existence

Accounts receivable Completeness

Inventory Valuation and allocation

Fixed assets Rights and Obligations

Accounts payable Completeness

$=4 (12 2):
Assuming that you are reporting on a client’s finaneial statements. For each of the following scenarios, reply as
to the possible type(s) of opinion and report alteration, if applicable. Additional notes:

Each scenario is independent from others.

Unless stated otherwise, assume the matter involved is material.

If the problem does not involve characteristics that indicate pervasiveness, you may need to consider all
possible conditions (pervasive or not).

Unless the situation explicitly suggests that the auditor wishes to emphasize a particular matter, do not
consider an auditor discretionary circumstance for modification of the audit report.

The following report types may be used once, more than once, or not at all.

Types of Opinions:

(D

A.

6 mEmY 0w

Unmodified — standard.

Unmodified with an emphasis-of-mater paragraph prior to opinion paragraph.
Unmodified with an emphasis-of-mater paragraph after opinion paragraph.
Qualified.

Adverse.

Disclaimer.

Other

Scenario Auditor’s Opinion

Client X holds significant investments in bonds issued by affiliated companies.
These bonds are actively traded on the market. Management values all investments
at their initial purchase prices, and the audit engagement team confirms the accuracy
of these historical costs. Despite the assurances of accurate historical costs, the audit
team expresses concern that a substantial portion of these investments may never be
fully realized due to their market value being significantly lower than the recorded
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costs. In response to this, the client discloses the facts in notes to the financial

statements.

(2) To align depreciation more closely with actual usage patterns, Client Y changes its
depreciation method for production equipment from straight-line to a units-of-
production method based on hours of utilization. Although this change has a
material impact on the comparability of the entity’s financial statements, the auditor,
recognizing the validity of the reasons behind the change, concurs with the decision.

(3) Client Z, recognizing the need for a thoreugh examination of its financial affairs,
engaged the audit team after the end of the fiscal year. Unfortunately, this timing
prevented the auditor from physically observing the crucial year-end inventory
count. While the audit team implemented alternative procedures; such as reviewing
documentation and assessing internal controls, these procedures were inadequate to
ascertain the accuracy and completeness of the reported ending inventory and
associated information in the financial statements.

(4) Client V is issuing two years of comparative financial statements. While the client
engages your firm to conduct the audit for the second year, the first year was audited
by another CPA firm, which is not being requested to reissue their audit report.

(5) During the examination of Client W's long-term investments, you discover a
significant contingent liability, casting material-implications on the consolidated
financial statements. The likelihood of this contingent liability being resolved with
a substantial loss in the future is high, and the impact is reasonably estimated at
$1,950,000. The client has not made.an adjusting entry.but discloses the issue in a
detailed note accompanying the financial statements, outlining the nature of the
contingent liability and incorporating the estimated amount.

(6) Youuncovered evidence that Client S engaged in illegal political payoffs. However,
due to the client's insufficient record retention policies, you cannot ascertain the
specific amounts related to these payoffs. Moreover, the client refuses to disclose
these political payoffs in a note to the financial statements. Despite not finding
indications of pervasive misstatement in the financial statements, you are concerned
that they might be materially misstated.
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#wl (20 2):

Suppose you were the auditor of X-Space Company. During prior years’ audits you used the ratio estimation
sampling to test X-Space’s inventory. For the current year, however, you decided to adopt the probability
proportional to size (PPS) sampling to evaluate whether there are material misstatements in X-Space’s inventory
balance. Based on X-Space’s accounting records, the book value of the ending inventory is $5,500,000. Before
executing the sampling plan, you made the following professional judgments and decisions:

(1) Since you would like to be more certain that the ending inventory balance is not materially misstated,
you set the audit risk at 5%.

(2) You concluded that there was a high likelihood of misstatement, ignoring internal controls, in inventory.
Therefore, you assessed X-Space’s inherent risk at 90%.

(3) After conducting the tests of controls, you decided to set the control risk at 74%.

(4) Since you planned to conduct some other substantive procedures in addition to the PPS sampling in
auditing X-Space’s inventory, you assessed the other substantive procedure risk at 50%.

(5) You estimated the performance materiality of X-Space’s inventory to be 10% of its year-end book value.

(6) Based on your knowledge of the changes in X-Space’s production and selling policy, you expected that
an overstatement of $325,000 in X-Space’s inventory is reasonable.

(7) You obtained the following PPS sampling table from AICPA’s Audit Sampling guide:

Test of Detailed Risk 1% 5% 10% 15% 20% 25%
Error Expansion Factor 190 1.60 1.50 1.40 1.30 1.25
Reliability Factor 4.61 3.00 231 1.90 1.61 1.39

Incremental allowance for sampling error

(Ranked Overstatement Error)

1.03 0.75 0.58 0.48 0.39 0.31
aa 0.55 0.44 0.34 0.28 0.23
0.64 0.46 0.36 0.30 0.24 0.18
0.56 0.40 0.31 0.25 0.21 0.17
0.50 0.36 0.28 0.23 0.18 0.15
0.46 0.33 0.26 0.21 0.17 0.13
0.43 0.30 0.24 0.19 0.16 0.13
0.41 0.29 0.22 0.18 0.14 0.12
0.38 0.27 0.21 0.17 0.14 0.11

WO ndh W

IRequired:

(A) Compute the PPS sampling interval (rounded to the nearest dollar) and the maximum sample size in your

sampling plan. (5 points)
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(B) Suppose you have selected a random start of $25,000, identify the inventory items that would be included
in the sample from the first 10 book values listed below: (3 points)

I{g;nicgg Book Values I{:Z;“ﬁg Book Values
! $85,500 6 $31,100
2 $22,100 7 $58,000
3 $69.000 8 $62.000
4 $4,500 9 $3,300
5 $16,540 10 $49,000

misstatements in the sample:

Inv. Item

HKUST
CUHK
POLYU
CITYU

misstatements in your sample:

Customers

NCCU
NTU

ending inventory balance? (4 points)

#EA (13 %)

(C) Suppose, after conducting physical counts to the selected inventory items, you discovered the following

Book Value Audited Value
$55,000 $35,000
$44,000 $40,000
$90,950 $80,000
$35,000 $30,000

Book Value

$40,000
$25,000

Based on the sampling results, what audit conclusion can you reach about the fairness of X-Space’s
ending inventory (rounded all dollar amounts to the nearest dollar)? (8 points)

(D) Suppose, in addition to the four misstatements you found in (C) above, you also found the following two

Audited Value
$45,000
$35,000

Based on the sampling results you found in (C) and (D), what audit conclusion can you reach about X-Space’s

An improper cutoff of transactions around year-end occurs when journal entries are recorded in the wrong year.
In this problem, you are to determine the effects of various cutoff misstatements relating to recording cash
receipts received on accounts receivable and the recording of credit sales. To effectively consider the effects of
an improper cutoff, it is helpful to consider the underlying journal entries:
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Type of Transactions Proper Journal Entry (Entries)

Cash receipt on an account receivable Cash 3,000.00
Accounts Receivable 3,000.00

Credit sale—periodic inventory system | Accounts receivable 2,000.00
Sales - 2,000.00

Credit sale—perpetual inventory system Accounts receivable 2,000.00
Sales 2,000.00

Cost of Goods Sold 1.300.00
Inventory 1,300.00

An example of a possible improper cutoff is to "close" the cash receipts journal on December 30 and include
December 31 sales in the subsequent year (e.g., the entry is dated January 1 rather than December 31). As a
result, cash is understated by $3,000, while accounts receivable is overstated by $3,000 for the year just ended.
The effects of closing the sales journal depend upon whether a periodic inventory or perpetual inventory system

is in use. The effect of “leaving open” journals past year-end and dating January entries as of December may
be determined in a similar manner.

Required:

Assume that the client made the following actual credit sales and received cash receipts as follows after
12/29/20X8:

Cash Receipts
Sales Cost of Goods Sold (Receivables Collected)
12/30/X8 $1,000 $ 600 $4.000
12/31/X8 2,000 1,300 3,000
/X9 3,500 2,200 2,500
112/X9 4,000 2,900 3,200

Determine the overstatements (O) and understatements (U) that would result from the following situations.
Assume that each situation is independent of one another. As an illustration, Situation 1 has been solved for
you. To simplify the problem, in the case of a perpetual inventory, assume that the year-end inventory count
did not identify and correct the nliSstatement(s).
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Situation Cash |Acct. Rec. | Inventory| CGS | Sales |Income,

1. Zhang Inc. left the cash receipts journal open after year-end $2,500 {o)i $2,500 {u}
for an extra day and included January 1 cash receipts in the
December 31 totals. The company uses a periodic inventory
system. What effect would this have on 20X87

2. Zhang Inc. closed the cash receipts journal at 12/29 and reported the
last two days of cash recelpts in January of 20X9. The company uses
a periodic inventory system. What effect would this have on 20X87

3. Zhang Inc. left the sales journal open after year-end for an extra
day and included January 1 sales in the December 31 totals. The
company uses a periodic inventory systerm. What effect would
this have on 20X8?

4. Same as 3, but the company uses a perpetual inventory system.

5. Zhang Inc. closed the sales journal at 12/29 and reported the two
last days’ sales in January of 20X9. The company uses a perpet-
ual inventory system. What effect would this have on 20X8?

6. Zhang Inc. left both the sales journal and the cash receipts
journal open through January 2 and reported the first two days’
transactions in December of 20X8. The company uses a periodic
inventory system. What effect would this have on 20X87

1 2 —~ FENRHELEE  RFHL -
Rt LT
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