SOLUTIONS- COMM 3305 and ACCO 240 – FALL EXAM 2006 


 √√ means 1 mark 

√ means ½ mark 

QUESTION 1 

1. D 

2. D

3. B

4. D

5. A

6. C

7. A

8. B

9. A

10. C

11. C

12. A

13. E

14.B

15. D

	QUESTION 2

Instruction 1: 3.5 marks
	Est OH 
	500000
	
	
	
	
	
	

	
	Est Mach hrs
	10000
	
	OH rate 
	$50.00
	per Mach  hrs √
	Basic
	Deluxe

	
	
	
	
	
	
	
	
	

	
	Basic
	5000x$50
	250000/40000 units √
	
	OH 
	√$6.25
	√$12.50
	

	
	Deluxe
	5000X50
	250000/20000 units√
	
	Prime costs 
	$80.00
	$160.00
	

	
	
	
	
	
	
	
	√$86.25
	√$172.50

	Instruction 2 (10 marks) 
	
	
	
	
	
	
	
	

	1 mark for table or  
	 Equation set up  
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Activity 
	Driver 
	Basic Model 
	Deluxe model 
	Total costs
	Total activity
	Cost per activity 
	 Basic
	Deluxe

	Maintaining equipment 
	hours used 
	1000
	3000
	$114,000
	4000
	√$28.50
	$28,500.00
	$85,500.00

	Engineering support 
	hours  
	1500
	4500
	$120,000
	6000
	√$20.00
	$30,000.00
	$90,000.00

	Material Handling
	number of moves
	2000
	4000
	$20,000
	6000
	√$3.33
	$6,660.00
	$13,320.00

	Setting up equipment
	number of set up s
	20
	60
	$96,000
	80
	√$1,200.00
	$24,000.00
	$72,000.00

	Purchasing material
	Number of requisitions
	100
	200
	$60,000
	300
	√$200.00
	$20,000.00
	$40,000.00

	Receiving goods
	Orders processed 
	250
	500
	$40,000
	750
	√$53.33
	$13,325.00
	$26,650.00

	Inspection 
	Number of inspections
	250
	500
	$30,000
	750
	√$40.00
	$10,000.00
	$20,000.00

	Providing space 
	Machine hours 
	5000
	5000
	$20,000
	10000
	√$2.00
	$10,000.00
	$10,000.00

	
	
	
	
	
	
	
	√$142,485.00
	√$357,470.00

	
	
	
	
	
	
	
	40,000
	20,000

	OH cost per product
	
	
	
	
	
	
	√$3.56
	√$17.87

	Prime costs 
	
	
	
	
	
	
	$80.00
	$160.00

	
	
	
	
	
	
	
	√$83.56
	√$177.87


1 mark for table or equation format in calculations

	Instruction 3: (4 marks)
	
	
	
	
	
	
	

	Compare  86 vs 83 and 172 vs 178  – not much difference but : 
	
	
	
	
	
	
	

	Any two points : 1 mark each 
	
	
	
	
	
	
	

	Activity costing provides the most precise allocation 
	
	
	
	
	

	The ABC costs are more accurate (better tracing-closer representation of actual resource consumption). 
	
	

	This shows that the basic model was over costed and the deluxe model under costed when the plant wide overhead rate was used.

	Activity costing Leads to better cost pools 
	
	
	
	
	
	

	and Leads to better control over overhead costs 
	
	
	
	
	

	and to better management decisions 
	
	
	
	
	
	

	When the manufacturing process changes, activity offers a better allocation 
	
	
	
	


	QUESTION 3


	
	
	
	
	

	Job cost Problem and Manufacturing Statement 
	
	
	

	A. 5 marks
	Job 1
	Job 2
	Job 3
	
	

	Equipments
	2
	4
	2
	
	Total

	
	
	
	
	
	

	DM
	√$300,000
	√$346,000
	√$90,000
	
	$736,000

	DL
	√$200,000
	√$264,000
	√$20,000
	
	$484,000

	OH 
	√$300,000
	√$262,500
	√$30,000
	
	$592,500

	
	$800,000
	$872,500
	$140,000
	
	

	√
	CGS
	CGS
	WIP
	
	

	
	
	
	
	
	


B. 9 marks 

	Manufacturing Statement 
	
	
	
	

	Dec 31st 2004
	
	
	
	

	
	
	
	
	

	Beg WIP 
	
	
	$0
	

	DM
	
	
	
	

	Beg Inv.
	√89000
	
	
	

	Purchases
	√731000
	
	
	

	Goods available 
	820000
	
	
	

	Less: Ending Inv
	√84000
	
	
	

	Cost of materials used 
	736000
	
	√$736,000
	

	
	
	
	
	

	DL 
	
	
	√√$484,000
	

	OH 
	
	
	
	

	Property taxes on factory 
	
	90000
	
	

	Indirect materials 
	
	45000
	
	

	Insurance on factory equipment 
	40000
	
	

	Utilities for factory 
	
	70000
	
	

	Indirect labour cost incurred 
	
	150000
	
	

	Factory maintenance  
	
	29000
	
	

	Depreciation on factory equipment
	60000
	
	

	Depreciation on factory building 
	125000
	
	

	Total actual OH costs ****
	
	3 MARKS 609000
	
	

	Less Under applied OH
	
	√√16500
	$592,500
	

	
	
	
	√√$1,812,500
	

	Less: Ending WIP 
	
	
	√-$140,000
	

	Cost of goods manufactured 
	
	
	√$1,672,500
	

	
	
	
	
	

	****Students should add the undernoted OH costs to determine the actual costs:

	3 MARKS OVERALL –MAXIMUM FOR THIS 
	
	
	
	

	Property taxes on factory 
	 
	90000
	
	

	Indirect materials 
	
	45000
	
	

	Insurance on factory equipment 
	40000
	
	

	Utilities for factory 
	
	70000
	
	

	Indirect labour cost incurred 
	
	150000
	
	

	Factory maintenance  
	
	29000
	
	

	Depreciation on factory equipment
	60000
	
	

	Depreciation on factory building 
	125000
	
	

	
	
	
	
	

	c. 6 MARKS Income Statement 
	
	
	
	

	Jan 1 st to Dec 31st 2004 
	
	
	
	

	Sales 
	
	
√√$2,508,750


	
	

	Less: Cost of goods sold
	
	
	
	

	Beg Inv
	√35000
	
	
	

	Plus Cost fo goods manufactured
	$1,672,500
	
	
	

	Goods available 
	1707500
	
	
	

	Less ending inventory 
	35000
	
	$1,672,500
	

	Adj: Under applied OH 
	
	
	√√$16,500
	

	Cost of goods sold 
	
	
	1,689,000
	

	Gross profit 

Expenses 
	
	
	819 750$
	

	Administrative expenses 
	
	√200000
	
	

	Administrative office rent 
	
	√25000
	
	

	Sales commission expenses 
	
	√69000
	
	

	Net Income 
	
	
	$525 750
	


	 

	QUESTION 4 

A- 2 PTS, 

B – G  3PTS each

						
	 

	 

	Units 

		Equivalent 

	 

		

	1-Q 

	QUANTITIES

	 

	2-E

	Mat added

	Conv Added 

		
	 

	WIP beg (IN) 

	700

		 

	 

		
	 

	Started 

	1100

		 

	 

		
	 

	Total 

	1800

		 

	 

		
	 

	
Accounted for (OUT):

	 

		 

	 

		
	 

	Transferred out

	 

	Added 

	 

	 

	Added 

	
	 

	1)WIP beg (IN) 

	700

	0%

	0

	490

	70%

	
	 

	2)Started and completed  

	600

	100%

	600

	600

	100%

	
	 

	3)WIP end

	(A)    √√√√500

	100%

	500

	200

	40%

	
	 

	Total 

	1800

		1100

	1290

		
	 

	 

						
	 

	 

						
	3-C 

	COSTS

			Mat 

	Conv

	Total 

	
	 

	Costs 

		During month 

	√√6100

	√√4150

	10250

	
	F
	Eq units 

		costs 

	√√1100

	√√1290

	 

	
	I
	Per unit 

			(B) √√$5.5455

	(C) √√$3.2171

	$8.7625

	
	F
	Accounted for:

					 

	
	O
	WIP 

					4450

	
	 

	Started in prod

					10250

	
	 

	 

					 

	
	 

	Total 

					14700

	
	 

	 

						
	 

	 

						
	 

	 

						
	 

	 

						
	4-R

	RECONCILIATION 

						
	 

	Accounted for :

					 

	
	 

	Tr out 

					 

	
	 

	1)WIP at beg

		Given 

			√$4,450

	
	 

	+ Added costs to complete

		490 units x 3.2171

		√$1,576

	
	 

	Total costs 

					√$6,026

	
	 

	2) started and completed 

		600 units x 8.7625

		√$5,258

	
	 

	Total costs transferred out 

					(D) √√$11,284

	
	 

	3) WIP end 

		500 units

			 

	
	 

	Mat

		Mat 500x 5.5455

	$2,773

	 

	
	 

	Conv costs 

		Conv 200x 3.2171

	$643

	(E)$3,416

	
	 

	Total 

					*$14,700

	
	 

	 

					 

	
								
			*If students use 2 decimals they have a $ 4.00 variance ( 14704 rather than 14700) 

	

	A. 500 u = 700 + 1100 – 1300    2 marks

B. 5,55 =  $6100/ 1100 u         3 marks

C. 3,22 = $2,500  + $1,650 / 1,290 u     3 marks

D. 11,284 = 4,450 + (490 x 3.22= 1578) +  (600 x (5.55 + 3.22)= 52 62)  3 marks
E.  July 31st  WIP ending  $ 3416 ( mat 2773 + 643 conv) √√√
F. Conversion costs this period, = $4,150 / 1290 = 3.2171√  √
            Conversion costs prior period $ 1550√ / (700* .30 eq units) √=  7.38 09√ 

     G. Units started last period and completed this period 600 units  with per unit conversion cost 

         ($3.2171 X  70%) + ($7.3809 X 30%) =  $ 4.466  ( 3 marks) 

                                      Or

        ($1,550 + $1,576) / 700 = $4.466

	
	
	
	
	


QUESTION 5 

Part A  ( 11 marks) 

1. 2 PTS
Variable cost ratio: $ 202,500/ $450,000= .45√√
      Contribution margin : $247,500/ $ 450 000= .55√√  

2. CM X increase in sales = 55% X $45,000 = $24,750   2 PTS
3. 2 PTS
Break even revenue = $ 90 000 / .55= $ 163, 636 √√   

Margin of safety : $ 450 000 less $ 163,636 = $ 286,364 √√

4. 2 PTS
Revenue = ($90 000+ 75 000)/ .55√√

Sales Revenue = $ 300,000√√
5. 3 PTS
Before tax income = $ 63 000/ ( 1-.3) = $ 90 000√√
Tax Rate = $ 47 250/ $ 157, 500 = .30 √√

Revenue = ( $ 90 000 + $90 000) / .55 = $ 327, 273√√ 


Sales




$ 327, 273


Variable Costs ($ 327, 273 * 45%) 
$ 147,272.85

Contribution Margin


$180,000.15

	
	Fixed Costs                                           $90,000
	
	



Net Income



$90,000


Income Tax 30%


$27,000


Net Income after tax


$63,000

Part B  (9 marks) 

1.   4.5 PTS
Calculate the break even points in UNITS for the company. 

Sales mix   $400,000 / $40 = 10,000 units Vases

                   $420,000 / $70 =  6,000 units Figurines

CM Vases SP $40 – VC $30  =$ 10

        Figurines $70 - $42         = $28√
STUDENTS CAN APPROACH THIS QUESTION IN TWO WAYS:

10 000 vases  / 16000 overall units = .625 

6000 Figurines / overall units = .375 

(.625 x $ 10 CM per Vase) + (.375 x $ 28.00 CM per  Figurines ) = $16.75 

Calculate the break even point in units:

Fixed cost $ 300,000 / $16.75 = 17, 910 

The question did not stipulate precisely the BE units per product line.

Students may have added 

17910 x .625 = vases = 11,195 

17 910 x .375 = figurines= 6,716 

OR  

The company sells 5  vases for every 3 figurines  

Weighted average contribution margin per unit:

        CM X sales mix = $10 X 5  + $ 28 X 3 = 134 per basket

Break-even = $  300 000  ÷  134   =2238.806   baskets√√
 Determine the number of units to be sold at the breakeven point for EACH product.

Vases :  2238.806     x  5 =   11194.03   units√√  X $10 = 
$111,940.3
 Figurines :  2238.806   x   3 =   6716.418   units √√X $28  = 
$188,059.70  =
                                                                  Total fixed costs = $300,000,004

Students may be rounding off to 2 or 3 decimals 

Giving a very slight difference

BOTH APPROACHES GIVE IDENTICAL ANSWERS

Question 5- Number 2.  4.5 PTS 

Calculate the break even points in UNITS for the company. 

Sales mix   $400 000+ 200 000 / $40 = 15,000  Vases

                   $420 000 + 140 000 / $70 = 8,000   Figurines

CM Vases SP $40 – VC $30  =$ 10

        Figurines $70 - $42         = $28√
STUDENTS CAN APPROACH THIS QUESTION IN TWO WAYS:

(15 ,000/ 23,000) X $10.00  + ( 8,000/23,000) X $42.= 

(.652X $ 10 + .348 X  $28) = $6.52 + 9.74 =  16.264

Fixed costs $ 300 000 + additional fixed cost $ 50,000 = $ 350,000/ $ 16.264 =  21 520

Here the question specifies breakeven for  EACH PRODUCT
21 520 x .652 = Vases   14 031  

21 520  x .348 = Figurines  7 489 

OR 

The company sells 7.50  vases for every 4 figurines  

Weighted average contribution margin per unit:

        CM X sales mix = $10 X 3.75  + $ 28 X 2 =  93.5 per basket

Break-even = $  350 000  ÷  93.5   = 3743. 3155  baskets√√
Determine the number of units to be sold at the breakeven point for EACH product.

Vases  3743.3155 x 3.75= 14 037.43 

Figurines 3743.3155 x 2 = 7486.6 

Vases :  14 037.43   units√√  X $10         = 
$140 374.30
 Figurines :  7486.6   units √√X $28 = 

$209 624.80 =
                                                                  Total fixed costs = $349 999.10.

Students may be rounding off to 2 or 3 decimals .Giving a very slight difference

students can mention various points here, the added FC will increase the number of units to break even,  the added investment to be considered would be preferably to have an impact on reducing the VC, or if possible increasing the price slightly. An increase in sales volume does not reduce the break even. Various points are acceptable.   √
Weighted average contribution margin per unit:
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