[image: New Sprott Logo]BUSI 1005 – Managerial Accounting for Business Students
Fall 2011
Test 1 – February 8, 2013 

There are 46 marks available on this test and 8 pages

VERSION A

Name:								Student #: 			


Question # 0 		(1 mark)

Please tick your tutorial number to the right:

	I01-Mon 4:35
	
	I10-Tues 1:35
	
	I19-Thurs 11:35
	
	I28-Wed 8:35
	
	I37-Tues 8:35
	

	I02-Mon 11:35
	
	I11-Mon 2:35
	
	I20-Wed 6:05 
	
	I29-Tues 4:35
	
	
	

	I03-Mon 1:35 
	
	I12-Thurs 6:05
	
	I21-Mon 8:05 
	
	I30-Thurs 8:35
	
	
	

	I04-Mon 12:35
	
	I13-Wed 9:05
	
	I22-Thurs 12:35
	
	I31-Tues 7:05 
	
	
	

	I05-Mon 10:35
	
	I14-Tues 2:35
	
	I23-Fri 12:35
	
	I32-Mon 6:05
	
	
	

	I06-Mon 9:35 
	
	I15-Thurs 2:35
	
	I24-Fri 1:35
	
	I33-Thurs 4:35
	
	
	

	I07-Mon 3:35
	
	I16-Wed 1:35
	
	I25-Wed 3:35
	
	I34-Wed 4:35
	
	
	

	I08-Wed 9:35
	
	I17-Friday 8:35
	
	I26-Wed 2:35
	
	I35-Fri 11:35
	
	
	

	I09-Mon 8:35
	
	I18-Wed 10:35
	
	I27- Tues 12:35
	
	I36-Tues 10:35
	
	
	



Question 1	(15 marks)	(~25 minutes)
Select the best answer to each of the following questions and enter your answers on the Scantron sheet with a pencil.

		1. Management accounting has the following characteristics EXCEPT:
	A)
	Decision Making.
	
	

	B)
	Control.
	
	

	C)
	Available to external users.    
	
	
	

	D)
	Planning.
	
	



2. Given the cost formula TC = $10,000 + $6.85X, total fixed cost for an activity level of 6,000 units would be:
A) $31,000
B) $37,000
C) $10,000
D) $51,100   


3. Gabert Inc. is a merchandising company. For the month, the company's merchandise purchases totalled $67,000. The company's beginning merchandise inventory was $12,000 and its ending merchandise inventory was $8,000. What was the company's cost of goods sold for the month?

A) $63,000 
B) $71,000  
C) $87,000 
D) $67,000

4.  Summit Corporation recently used $75,000 of direct materials in production activities and the bill for $9,000 of indirect materials was received. The journal entries reflecting these transactions would include: 
A)  a debit to Manufacturing Overhead for $9,000.
B) a debit to Manufacturing Overhead for $84,000.
C) a debit to Raw-Material Inventory for $75,000.
D) a debit to Work-in-Process Inventory for $84,000.
E) a credit to Manufacturing Overhead for $9,000.

5. A computer manufacturer recently shipped several laptops to a customer (cost: $25,000) and billed the customer $30,000. Which of the following options correctly expresses the accounts that are debited and credited to record this transaction? 
A) Debits: Accounts Receivable, Finished-Goods Inventory; credits: Sales Revenue, Cost of Goods Sold.
B) Debits: Accounts Receivable, Cost of Goods Sold; credits: Sales Revenue, Finished-Goods Inventory.
C) Debits: Sales Revenue, Cost of Goods Sold; credits: Accounts Receivable, Finished-Goods Inventory.
D) Debits: Sales Revenue, Finished-Goods Inventory; credits: Accounts Receivable, Cost of Goods Sold.
E) Debits: Accounts Receivable; credits: Finished-Goods Inventory, Profit on Sale.


6. At the beginning of the year, manufacturing overhead for the year was estimated to be $630,000. At the end of the year, actual direct labour-hours for the year were 38,011 hours, the actual manufacturing overhead for the year was $623,100, and manufacturing overhead for the year was over applied by $23,100. If the predetermined overhead rate is based on direct labour-hours, then the estimated direct labour hours at the beginning of the year used in the predetermined overhead rate must have been:
A) 38,011 direct labour-hours 
B) 33,333 direct labour-hours
C) 37,059 direct labour-hours
D) 35,000 direct labour-hours   

7. The Bridlewood Manufacturing Company uses a job-order costing system and applies overhead to jobs using a predetermined overhead rate. The company closes out any balance in the Manufacturing Overhead account to Cost of Goods Sold. During the year the company's Finished Goods inventory account was debited for $125,000 and credited for $110,000. The ending balance in the Finished Goods inventory account was $28,000. At the end of the year, manufacturing overhead was overapplied by $4,500. What was the balance in the Finished Goods inventory account at the beginning of the year?
A) $28,000
B) $13,000
C) $17,500
D) $14,500
E) $8,500

	8.	A key difference between service and manufacturing organizations is that:
	A)
	in a service organization, output is more tangible and measurable than in a manufacturing organization.

	B)
	in a manufacturing organization, output is less tangible and measurable than in a service organization.

	C)
	in a service organization, output is less tangible and measurable than in a manufacturing organization.   

	D)
	services produced can be inventoried much more easily than manufactured products can.


	
	9.	Organizational resistance to Activity Based Costing may arise when the new models reveal:
A) profitable divisions 
B) unprofitable customers 
C) inefficiencies in operations
D) employees are over-worked

	10.	The goal of a properly constructed ABC system is 
	A)
	the most accurate product costs possible.

	B)
	the system that uses the most cost drivers, thus assuming greater accuracy.

	C)
	a system that balances the benefit of reducing errors in cost estimation with the cost of measurement. 

	D)
	none of the above











Question # 2 	(5 marks) 	(~10 minutes)

Classify each of the following independent costs as product (PRO) or period (PER) costs and whether they are variable (VC) or fixed (FC) costs:

 ___   ____ 1.  Depreciation using the units of production method on packaging equipment.
___   ____ 2.  Sheet aluminum used in making airplanes.
___    ____ 3.  Wages of assembly line workers.
___      ___ 4.  Salaries of plant security guards.
___     ____ 5.  Insurance for employees on the automotive assembly line.
___     ___ 6.  Straight-line Depreciation on the corporate office building.
___     ___ 7.  Factory heating costs.
___     ___ 8.  Adverting costs incurred by Adams Cable Company.
___    ____ 9.   Wages of finished goods quality inspectors.
___      ___ 10. President’s Salary of a wheat mill.


Question # 3 	(5 marks) 	(~10 minutes)
Big Dave’s Bowling Ball Factory has the following financial information	
	
	          $ costs
	units

	July
	               $ 1,750 
	                    648 

	August
	                 1,750 
	                    653 

	September
	                 1,740 
	                    652 

	October
	                 1,755 
	                    650 

	November
	                 1,800 
	                    700 

	December
	                 1,780 
	                    660 

	January
	                 1,500 
	                    550 

	February
	                 1,600 
	                    600 

	March
	                 1,750 
	                    647 

	April
	                 1,760 
	                    653 

	May
	                 1,750 
	                    652 

	June
	                 1,760 
	                    655 

	 Total                           
	                                        $20,695 
	                 7,720 

	
	
	




Required:
Using the High-Low method:
a. Calculate total variable costs per unit 





b. Calculate total fixed costs





c. Calculate the total cost formula in the form Y = aX+b








d. What are the total estimated costs if production is forecasted to be 1850 units? 

















Question # 4 	(10 marks) 	(~20 minutes)
	
During the year of 2012, XYZ Company had the following financial information

Work in process (beginning balance)	            $1,080
Work in process (ending balance)		   950
Finished Goods (beginning balance)	    	       0
Finished Goods (ending balance)		   100
Sales						2,000
Unapplied Overhead has a $40 credit balance

The company also had the following expenditures:

Raw Materials	used			           $500
Labour (note 1)				200
Production facility Rent			400
Utilitities (note 2)				100
Advertising					200

Note 1: 75% of Labour costs are direct Labour and the remainder indirect Labour
Note 2: 80% of Utilities are product costs

Ignore income taxes and the company puts all unapplied overhead to Cost of Goods Sold.

Required:

a. Prepare a Statement of Cost of Goods Manufactured


b. Prepare an Income Statement that includes Cost of Goods Sold








































Question # 5 		(10 marks)  (~20 minutes)

Jackson Painting Co. paints the interiors and exteriors of homes and commercial buildings. The company uses an activity-based costing system for its overhead costs. The company has provided the following data concerning its activity-based costing system.

	Activity Cost Pool
	Activity Measure
	Annual Activity

	Painting
	Square metres
	10,000 square metres

	Job Support
	Jobs
	320 jobs



The company has already finished the first stage of the allocation process in which total overhead costs were assigned to the above activity cost pools. The results are listed below:

	Painting
	$70,000

	Job Support
	$138,000



Required:
a) Compute the activity rates (i.e., cost per unit of activity) for the Painting and Job Support activity cost pools. Round off all calculations to the nearest whole cent.




b) Job M involves painting 63 square metres and has direct materials and direct labour cost of $2,070. Calculate the cost of Job M using ABC.







c) Before installing an ABC system, Jackson allocated total overhead to jobs using direct labour hours. 10,000 direct labour hours were estimated; Job M consumed 30 hours. Determine the pre-ABC cost of Job M.



d) Which do you think is a better method to allocate total overhead and why?


































	Question
	1
	2
	3
	4
	5
	Total

	Marks
	
	
	
	
	
	46

	Score
	
	
	
	
	
	










Solutions:
Question 1    (15 marks)
1. C
2. C
3. B
4. A
5. B
6. C
7. B
8. C
9. C
10. C


VERSION B

1. C
2. C
3. C
4. C
5. B
6. C
7. B
8. A
9. B
10. C




#6 support
(630,000/DLH) x 35,000 = Applied
Applied – Actual = 23,100
(630,000/DLH) x 38,011 – 623,100[actual] = 23,100
630,000/DLH = 17; DLH = 37,059

Question # 2 	(5 marks) 	½ mark for both classifications or zero

Classify each of the following independent costs as product or period costs and whether they are variable (VC) or fixed (FC) costs:

Prod   V___ 1.  Depreciation using the units of production method on packaging equipment.
Prod   V ___ 2.  Sheet aluminum used in making airplanes.
Prod   V ___ 3.  Wages of assembly line workers.
Prod   F ___ 4.  Salaries of plant security guards.
Prod   F ___ 5.  Insurance for employees on the automotive assembly line.
Per F     ___ 6.  Straight-line Depreciation on the corporate office building.
Prod   F ___ 7.  Factory heating costs.
Per   F   ___ 8.  Adverting costs incurred by Adams Cable Company.
Prod   V ___ 9.   Wages of finished goods quality inspectors.
Per  F   ___ 10. President’s Salary of a wheat mill.











	Question 3 – solution

	

	Variable cost per unit:     1 mark for correctly identifying High/Low points

	                                             High point: November (700 units, $1,800)

	                                             Low point: January      (550 units, $1,500)

	
Variable cost per unit =($1,800 - $1,500)/ (700 units – 550 units) =  $300 / 150 units = $2.00/unit            1 mark for Variable Cost

	
Fixed cost = $400       1 mark for Fixed Cost

	

	Cost function:   y = $400 + $2.00 X       1 mark for expressing in equation

	

	Cost forecast at 1,850 units =   ($2/unit)(1,850units) + $400  =  $4,100   
1 mark to determine cost at 1,850 units

	




























Question 4 solution:
	
	
	

	
	
	
	
	








Question 5 (10 marks)
a) Painting: cost per square metre = ($70,000) / 10,000 = $7 	(1 mark)
Job support: cost per job = ($138,000) / 320 = $431.25 		(1 mark)

b)
	Direct material and labour	$2,070					(1 mark)
	Painting ($7 * 63)		$441					(2 marks)
	Job support			$431.25	$2,942.25		(1 mark)

c)
Allocation rate using DLH:
($70,000+ $138,000) / 10,000 = $20.8/DLH					(2 marks)
Cost of Job M = $2,070 + $20.8 *30 = $2,694					(1 marks)


d) ABC is a better costing method because costs are more specific to the job.
 OR 	ABC is better because it gives more accurate costs
OR	ABC is better because it better identifies costs
ETC.
[bookmark: _GoBack](1 mark for ABC and reason)
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Overhead Account

Actual Overhead costs:

Labour ($200 x 25%) 50              

1/2 mark

Rent 400           

1/2 mark

Utilities ($100 x 80%) 80              

1/2 mark

Total Actual Overhead 530           

remaining balance 40               credit

1/2 mark - recognizing that applied is different than actual and had to look at remaining balance

applied overhead 570           

total - 2 marks

Cost of Goods Manufactured

Direct Materials 500           

1/2 mark

Direct Labour ($200 x 75%) 150           

1 mark

Applied Overhead 570            (see Overhead Account)

Total costs added to WIP 1,220        

add: opening WIP 1,080        

1 mark

less: ending WIP 950 -           

1 mark

Cost of Goods Manufactured 1,350        

Income Statement

Sales 2,000        

1/2 mark

Cost of Goods Sold:

Opening INV -            

add: COGM 1,350        

1/2 mark

less: ending INV 100 -          

1/2 mark

under/over applied O/H 40 -             

1/2 mark

Cost of Goods Sold 1,210        

Gross Margin 790            

1/2 mark

Selling and Admin Costs

Utilities ($100 x 20%) 20              

1 mark

advertising 200           

1 mark

total selling and admin 220            

Net Income 570            


Microsoft_Excel_Worksheet1.xlsx
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		Question 3 – solution



		Variable cost per unit:

		High point: November ($1,800,  700 units)

		Low point: January ($1,500 , 550 units)



		 

		Variable cost per unit =($1,800-1,500)/ (700units - 550units) =  $300 / 150 units = $2.00/unit

		Fixed cost = $800



		Cost function:   y = $2.00x + $400



		Cost forecast at 1,850 units =   ($2/unit)(1,850units) + $400  =  $4,100





Q4

		Question 4 solution:

		Overhead Account

				Actual Overhead costs:

				Labour ($200 x 25%)		50				1/2 mark

				Rent		400				1/2 mark

				Utilities ($100 x 80%)		80				1/2 mark

				Total Actual Overhead		530

				remaining balance		40		credit		1/2 mark - recognizing that applied is different than actual and had to look at remaining balance

				applied overhead		570				total - 2 marks

		Cost of Goods Manufactured

		Direct Materials				500				1/2 mark

		Direct Labour ($200 x 75%)				150				1 mark

		Applied Overhead				570						(see Overhead Account)

		Total costs added to WIP						1,220



		add: opening WIP						1,080		1 mark

		less: ending WIP						-   950		1 mark

		Cost of Goods Manufactured						1,350





		Income Statement



		Sales						2,000		1/2 mark

		Cost of Goods Sold:

				Opening INV		- 0

				add: COGM		1,350				1/2 mark

				less: ending INV		-   100				1/2 mark

				under/over applied O/H		-   40				1/2 mark

				Cost of Goods Sold				1,210

		Gross Margin						790		1/2 mark

		Selling and Admin Costs

				Utilities ($100 x 20%)		20				1 mark

				advertising		200				1 mark

		total selling and admin						220

		Net Income						570
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