Answers to the midterm exam_ADM3346M_2012W
Question 1 (7)
Solution:
1. Yes  1
            The CM/unit at $13 is $13 - $12.80 = $0.20 2.
      2.	The minimum price = VC = 6+4+1.8+1 = $12.80 2
      3.    Here are two qualitative factors; students may have other correct responses:  
                     Will other customers learn about the price and demand a decrease?  1
                     Will costs change as the volume gets close to capacity? 1

Question 2 (15)
Solution:
1. Budgeted manufacturing overhead rate = Budgeted overhead/ budgeted volume of DL hours
               =300,000/100,000= $3/hour 2
2. Overhead applied= 3*110,000 =$330,000 2  > actual overhead costs ($325,000)
Overapplied = 330,000-325,000 = $5000 2
      3.
	Account
	Dec. 31
Balance
(Before
Proration)
(1)
	Balance as a
Percent of Total
(2) = (1) ÷ $850,000
	Proration of $5,000
Overallocated
Manuf. Overhead
(3) = (2)× $5,000
	Dec. 31, 2010
Balance
(After
Proration)
(4) = (1) – (3)

	WIP
	$50,000
	1.0588
	$294
	$49,706

	FG
	240,000
	1.2824
	1,412
	238,588

	COGS
	560,000
	1.6588
	3,294
	556,706

	Total
	$850.000
	1.000
	2  $5,000
	2  $845,000




3. No – 
The overallocation is less than 1% of COGS 5/560 = .9% of COGS?
           The overallocation is less than 2% of OH = 5/325? 2

Question 3 (18)
Solution: 1. 
	
	
	Products

	
	Overhead cost rate
	Standard
	High-Grade

	Direct Materials
	
	$174,000
	$  66,000

	Direct Labor
	
	  125,000
	  114,000

	Overhead costs
	
	
	

	Number of production runs. . . . . . . . . . 
	$4000=2000,000/50 1
	40*$4000=160,0001
	10*$4000
=40,0001

	Quality tests performed. . . . . . . . . . . . .
	  6,000=180,000/30 1
	12*$6000=72,0001
	18*$6000=
108,0001

	 Shipping orders processed. . . . . . . . . . . 
	  400 =60,000/150 1
	100*$400=40,0001
	50*$400
=20,0001

	  Total overhead. . . . . . . . . . . . . . . . . . 
	
	$272,000
	$168,000

	Total costs
	
	571,000
	348,000

	Unit cost
	
	$1.781
	$3.481



     2.
	
	
	Products

	
	Overhead cost rate
	Standard
	High-Grade

	Direct Materials
	
	$174,000
	$  66,000

	Direct Labor
	
	  125,000
	  114,000

	Overhead costs
	440,000/240,000=1.8331
	1.833*174,000=
318,942
	1.833*66,000=
120,780

	Total costs
	
	617,9421
	300,7801

	Unit cost
	
	$1.931
	$3.011



3. ABC makes the applied overhead costs more precise. 1
Traditional method over-allocated the costs of High-Grade, leading the profit of High-Grade to be understated. 1


Question 4 (17)
Solution: 
	            
	BI
	Complete BI
	S&C
	EI
	FIFO
	Spoilage

	DM
	10,000
	0
	25,000
	15,000
	40,0001
	(2,000)

	CC
	10,000*70%=7000 1
	3,0001
	25,0001
	15,000*60%=9,0001
	37,0001
	(2,000)


1. DM/EUP = $22,500/40,000=$0.5632
CC/EUP = $20,000/37,000=$0.5412
Total cost/EUP = $1.1042
2. $1.104*2000=$2,2082
3. Loss from abnormal spoilage                            2,208 1.5
                       WIP                                                       2,208 1.5

Question 5 (10)
Solution: 
             1.
	
	Finished units
=BI+Started-EI
	EI
	WA

	DM
	1700 1
	600*40%=240 1
	1,9401

	CC
	1700 1
	600*20%=120 1
	1,8201


              
             2.
SUMMARY OF COSTS TO BE ACCOUNTED FOR

	
	Total
	Materials
	Conversion
Costs

	Work-in-process, beginning inventory. . . . . . . 
	$   624  
	$   488
	$   136

	Current period costs. . . . . . . . . . . . . . . . . . . . . .
	9,042
	5,720
	3,322

	Total costs to be accounted for. . . . . . . . . . . . .
	$9,666
	$6,208 2
	$3,458



                        DM/EUP = $6,208/1940 = $3.2/EUP 2



Question 6 (15)
Solution: 
1. t  Statistics of # of salesperson = Coefficients/Standard Error = 0.01/0.0007 = 14.29 2
2. a) Sales volume
Adj  R2 is  27%, below 30% guideline 1
“t” value for FC is -0.85  below rough guideline of 2.00, indicating lack of significance or FC = 0 1.5
Or: coefficient on FC is negative
“t” value for VC is 14.13 well above rough guideline of 2.00, indicating significance 1.5

b) Sales volume and number of salesperson
Adj R2 is 86 %  which is much higher than 30%  1
“t” value for FC is 2.47  above guideline of 2.00, indicating significance 1.5
“t” values for two VC are significant 1.5


3. model  b) is better to be used for the marketing department costs. 1
Better model – additional variable adds value to explanation or prediction power 1
Correlation between the Xs is a not a problem .43 < .70 1
4.  Total costs = 184.26 + 0.12 Sales volume + 0.01 number of salespersons 2

[bookmark: _GoBack]Question 7 (8)
Solution:
1. BI + Total costs incurred = Transferred out to FG inventory + EI 
Job No. 23 is the only job in EI
Assigned costs to Job No.23 = BI + Total costs incurred - Transferred out to FG inventory
                         = 10,000 1+ (60,000+40,000+32,000) 1– 120,000 1= $22,000 1
2.  Overhead costs for Job No. 23 = 80%*DL = 80%*$5,000 = $4,000 1
DL = $5,000 1
DM of Job No. 23 = Total incurred costs for Job No. 23 – OH – DL
                              = 22,000 – 4,000 – 5,000 = $13,000 2

1

