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Multiple choice. Select the BEST answer.

1. Barb Grabowski is the facility manager at Total Sports Rehab, a wholly owned subsidiary of Healthy Nation, Inc., a large health care company that owns hospitals, rehab centers, and HMOs. Barb received a memo from corporate headquarters informing her that all Healthy Nation subsidiaries would be shifting from a spending-ceiling model to a zero-based budgeting system. What are the likely advantages for Total Sports Rehab under this scenario? 

a. better chance of receiving the funds needed for actual program expenses 

b. better chance of keeping up with inflation 

c. better chance of meeting monthly payroll and income requirements 

d. better chance of matching expenses with expenditures 

e. better chance of incorporating the budget with the strategic plan 

2. After carefully analyzing the clinic’s needs for the next year, Barb constructed a detailed report justifying each anticipated expense. She submitted it, along with the following line-item budget, to Healthy Nation’s financial officer. 

	Object Code
	Account Description
	02-03 Expense
	03-04 Request

	2180
	Payroll
	$450,000
	$475,000

	2198
	Supplies
	$30,000
	$30,900

	2199
	Debt on Building
	$24,000
	$23,050

	3126
	Utilities
	$3,000
	$3,100

	3452
	Staff Development
	$10,000
	$10,000

	
	
	
	


3. Assuming that the rate of inflation is 3%, which of the requests above is excessive given the information you have?

. Supplies only 

a. Payroll only 

b. Utilities only 

c. Payroll and Supplies 

d. Supplies and Utilities 

a. If patient load increases by 10% over 02-03 levels, which of the following accounts is most likely to be underfunded? 

a. Supplies only 

b. Staff Development only 

c. Payroll only 

d. Supplies and Payroll 

e. Staff Development and Supplies 

2. Healthy Nation’s financial officer told Barb that he would approve Total Sports Rehab’s payroll request for 03-04. He insisted, however, that she make up the difference between the requested amount and the 02-03 expense plus inflation from other line items. Which area would be the easiest to cut in order to offset the increased expense in payroll? 

a. Supplies only 

b. Utilities only 

c. Utilities and Staff Development 

d. Staff Development and Supplies 

e. Debt on Building and Utilities 

3. Total Sports Rehab’s financial accounts are maintained on a computer system linked directly to Healthy Nation’s corporate headquarters. Every month the corporate office sends Barb a computer printout of expenditures and income. Which of the following is the best method for ensuring that the reports that Barb receives are an accurate reflection of Total Sports Rehab’s actual financial health? 

a. request a yearly audit 

b. arrange for independent tax preparation 

c. keep in-house records of expenses and income 

d. monthly conference calls with Healthy Nation’s financial officer 

e. visit the corporate office every six months 

4. Barb’s Cybex is 20 years old and in desperate need of replacement. She is trying to decide whether to purchase or lease a new Cybex. Which of the following represents the greatest advantage for Total Sports Rehab if they lease a new Cybex as opposed to purchasing one? 

a. Initial cost would be lower. 

b. Overall cost would be lower. 

c. The company wouldn’t own it. 

d. The interest rate would be lower than that for a traditional loan from the bank. 

e. All of the above are equally advantageous. 

5. Which step should Barb take after receiving permission from Healthy Nation to investigate the purchase a new Cybex? 

a. She should send out a purchase order. 

b. She should notify Healthy Nation’s accounts payable clerk. 

c. She should send out a request for quotation to Cybex. 

d. She should negotiate a service contract with Cybex. 

e. She should submit a requisition to Healthy Nation. 

6. Barb and Cybex come to an agreement, and a purchase order is issued. In order to protect Total Sports Rehab from having to bear the expense of any damages to the new Cybex during shipping, which of the following conditions should Barb insist on? 

a. specify Healthy Nation as the FOB point 

b. specify the shipping company as the FOB point 

c. specify Cybex corporate headquarters as the FOB point 

d. specify Total Sports Rehab as the FOB point 

e. equal protection with any of the above 

7. Total Sports Rehab supplies five local high schools with athletic trainers and the supplies they need to operate. Which of the following steps makes the most sense in helping Barb maintain control over the athletic training supply inventory? 

a. require all athletic trainers to take only the supplies they will need for the day when they leave the clinic for their high schools 

b. place a standing order each month for athletic training supplies with a local vendor 

c. bill the schools on a monthly basis for the supplies they use 

d. require all athletic trainers to inventory their high school athletic training room weekly and report the results on a form to Barb 

e. bill the schools on a yearly basis for the supplies they use 

Short answer. Read the scenario and provide BRIEF BUT DESCRIPTIVE answers to the questions.

After Tammy Jenkins finished unpacking boxes and getting her new office decorated just the way she wanted it, she decided to walk down to the athletic director’s office. She had just arrived at Los Ranchos College after being appointed as the school’s first certified athletic trainer. It was mid-June, and Tammy knew she had quite a bit to do to get ready for the arrival of the fall sports athletes in August.
“Coach,” Tammy began, “I need to order the sports medicine supplies as soon as possible if we expect to be ready to go in August. I need to know a few things. First, how much money do I have to work with? Second, are there any specific purchasing procedures I need to follow? I’d really like to get busy with this today if I could.”
The athletic director informed Tammy that there wasn’t a specific budget for sports medicine supplies. In the past, sports medicine supplies had been paid for out of the general athletics budget, which he controlled. “You just put your list together and I’ll take a look at it,” he told her. “Oh, I almost forgot,” the athletic director continued, “I wanted to make sure that we at least had the tape here in time, so I went ahead and ordered it. It should be delivered sometime in July.”
Although Tammy was uncomfortable about not having a specific budget to operate with, she knew she wouldn’t be able to change everything right away. She spent the rest of the day compiling an inventory of the supplies on hand. That evening she put together a list of the supplies she thought she would need to get through the first year along with an estimate of each item’s cost.
When she presented the list to the athletic director the next day, he told her that she would need to cut the proposal by 25%. “I think this list is fairly modest,” Tammy said. “I’m not sure I can cut that much out of it.” After further discussion, the athletic director told Tammy that the cost of the tape, when added to the total cost of her supply list, was just more than he could afford. When Tammy asked how much he had paid for the tape, she was astonished to find out that the price was 100% higher than the price she paid at the school where she used to work. “Where did you order the tape from?” asked Tammy.
“We get all our supplies from Acme Sporting Goods downtown. We always have. Anything you need—just call them, and they will take good care of you. The owner is a big supporter of the college,” replied the athletic director. Tammy suddenly realized that she had her work cut out for her!
10. What budgeting system is operating in the Los Ranchos College sports medicine program? Is it optimal for the conditions? What system would you implement? Why? 

11. Why was Tammy so distressed when she found out how the tape had been purchased? What is the likely effect of this purchasing system on Tammy’s program? How should the purchasing system be altered? 

12. If Tammy changed from direct purchasing at Acme Sporting Goods to a system of competitive bidding, what outcomes would be likely? 

13. What can Tammy do to lower her costs for sports medicine supplies while maintaining the supportive relationship the college enjoys with the owner of Acme Sporting Goods? 

14. If you were in Tammy’s position, would you have taken the same approach to purchasing supplies? If not, what would you have done differently? Why? 
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