COMM 305 ALL SECTIONS
MID TERM EXAMINATION – FALL 2013

Dear Students

I hope you are doing well and getting ready for the midterm exam. The midterm exam has five questions covers chapter 1 to chapter 5.

· Do not forget to write your class section, name and student ID number on your lined booklet.
· This examination will last Three (3) hours and consists of Five (5) Questions printed on (10) pages including this page. Make sure your copy of the exam is complete before starting. 
·  You may answer the questions in any order. In front of the booklet place the number associated to the order in which they are done. Your answers may be written in pencil or ink.
· Read the Questions carefully and budget your time carefully. Show details of all work andcalculations in order to benefit from part marks, Attempt all Questions.
· This is a closed book examination; no reference to notes, etc. is allowed.  However, a silent hand-held four-function calculator and one standard (not electronic) dictionary are permitted. 
· When you have finished, submit your lined answer booklet(s), IBM sheet with your name and keep exam questions. 
· Please enumerate your exam booklets. 

	Question
	Topic
	Marks

	Q-1
	Multiple Choice 25 Questions
Chapter 1 to Chapter 5
	31.25

	Q-2
	CHAPTER 2
	15

	Q-3
	CHAPTER 3
	17.75

	Q-4
	CHAPTER 4
	18

	Q-5
	CHAPTER 5
	18

	
	TOTAL
	100


Question I. 31.25 marks
Select the best answer:
1. Managerial accounting:

a) is governed by generally accepted accounting principles.
b) emphasizes special-purpose information.
c) pertains to the entity as a whole and is highly aggregated.
d) is limited to cost data.

2. Which of the following is not one of the categories in Standards of Ethical Conduct for Practitioners of Management Accounting and Financial Management?

a) Confidentiality
b) Competence
c) Integrity
d) Independence

3. What criteria must be met in order to consider the work of factory employees to be direct labour?

a) It must be promptly associated with converting materials into products.
b) It must be physically associated with converting materials into products.
c) It must be materially associated with converting materials into products.
d) It must be periodically associated with converting materials into products.

4. Outside of the relevant range, which of the following outcomes is unlikely?
a) It may be difficult for management to change all fixed costs.
b) Achieving cost efficiency may be difficult.
c) Total fixed costs will not change.
d) At a 0% activity level all fixed costs will cease.

5. The main difference between variable and fixed costs is
a) variable costs can be controlled by management, while fixed costs are not.	
b) variable costs change in small amounts while fixed costs never change.
c) total variable costs are variable in the relevant range and fixed in the long term, while fixed costs never change.
d) variable costs per unit are fixed in the relevant range and fixed costs per unit are variable.



6. At May 31, 2012, Smythe Inc. has $4,500 in beginning raw materials, $6,000 of direct labour. If manufacturing overhead was $10,500, total manufacturing costs was $50,500 and total raw material purchases were $36,000, how much is ending amount of raw materials?
a) $36,000
b) $12,000
c) $40,500
d) $6,500
e) None of the above

7. Which is a true statement about predetermined overhead rates?
a) A job costing system that uses predetermined overhead rates to apply overhead is called a normal costing system.
b) Firms use predetermined overhead rates because actual overhead costs and activity volumes frequently do not fluctuate.
c) Predetermined overhead rate equals expected overhead costs for the period times the expected activity level.
d) All of the above.

8. Bayview Manufacturing has $16,000 of under-applied overhead in Manufacturing Overhead at December 31 and the following account balances at year end:
	Work in Process Inventory
	$ 10,000

	Finished Goods Inventory
	20,000

	Cost of Goods Sold
	70,000

	Total costs
	$100,000



The portion of under-applied overhead that should be applied to Cost of GoodsSold is:
a) $16,000.			
b) $11,200.
c) $1,120.
d) ($11,200)
e) None of the above

9. Which of the following more closely describes job-order and process accounting differences?
a) Job-order costing is best used when there are more material costs than labour costs involved.
b) Process costing assigns costs to departments while job-order costing assigns costs to jobs.
c) Process costing emphasizes the application of overheads more than job-order costing.
d) Job-order costing emphasizes the application of overheads more than process costing.

10. A company completed all postings for its job costs for the year. Which of the following should have the same totals at year end?
a) The cost of materials purchased and the total of the Raw Materials Inventory control account
b) The total of the amount in the Work in Process subsidiary ledger and the Work in Process Inventory control account total
c) The total of the accounts in the Work in Process subsidiary ledger and the Raw Materials Inventory control account total
d) The cost of materials charged to Work in Process Inventory and the total of the accounts in the Work in Process subsidiary ledger

11. Chin Company incurred direct materials costs of $75,000 during the year. Manufacturing overhead applied was $70,000 and is applied based on direct labour costs. The predetermined overhead rate is 70%. How much are Chin Company’s total manufacturing costs for the year?
a) $194,000
b) $175,000
c) $145,000
d) $245,000
e) None of the above

12. The Potter Company uses the weighted average method and began the month of May with no units completed or in-process. During the month the company began 210,000 units but only completed 185,000 units. The units still in process are 40% complete. The company incurred $1,575,600 in manufacturing costs. The cost per equivalent unit is (rounded to the nearest cent):
a) $8.08
b) $8.52
c) $7.50
d) $15.92
e) None of the above

13. The Yang Ltd. began the period with no units in process and 80,000 units in finished goods inventory. During the period they sold 280,000 units and also had the following at the end of the period:
	Finished goods (units)
	   
	40,000

	Work-in-process (50% conversion complete)
	   
	12,000


Equivalent units for conversion usingFIFO approach for the period totaled:
a) 314,000		
b) 280,000.
c) 240,000.
d) 246,000
e) None of the above

14. The Carmel Company began the period with no units in process or in finished goods inventory. During the period they began 96,000 units and completed 80,000 units. If equivalent units for the period totalled 90,000 then the units in process were what percent complete (rounded)?
a) 62.5.%
b) 83.3%
c) 88.9%
d) 75%
e) None of the above

15. Manufacturing costs always follow the physical flow of goods. The costs of completed units from the mixing department are treated as input material costs in the baking department. Such a sequential process requires the use of an additional cost component called?
a) Prime costs
b) Transferred in costs
c) Cost of goods sold
d) Factory costs

16. In the Carter Company, there are 15,000 units in beginning work in process, 30,000 units started into production, and 7,000 units in ending work in process 60% completed. How many physical units are to be accounted for?
a) 45,000
b) 38,000
c) 52,000
d) 27,000
e) None of the above

17. The mixing department of a company’s output during the period consists of 25,000 units completed and transferred out, and 15,000 units in ending work in process that were 30% complete as to materials and conversion costs. Beginning inventory was 17,000 units that were 15% complete as to materials and conversion costs. How many units were started during the period under weighted average method?
a) 27,000
b) 25,000
c) 23,000
d) 17,000
e) None of the above




18. The Wrapping Department’s output during the period consists of 10,000 units completed and transferred out, and 600 units in ending work in process that were 75% complete as to materials and conversion costs. Beginning inventory was 800 units that were 30% complete as to materials and conversion costs. Under the FIFO method, what are the equivalent units of production for materials?
a) 10,690
b) 11,010
c) 10,450
d) 10,210
e) None of the above

19. Myrna’s Manufacturing has 6,000 units in beginning work in process, 15% complete as to conversion costs, 15,000 units transferred out to finished goods, and 2,000 units in ending work in process 10% complete as to conversion costs. Materials are fully added at the beginning of the process. How much are equivalent units for materials if the FIFO method is used?
a) 23,000
b) 19,000
c) 15,000
d) 11,000
e) None of the above
	
20. Myrna’s Manufacturing has 6,000 units in beginning work in process, 15% complete as to conversion costs, 15,000 units transferred out to finished goods, and 2,000 units in ending work in process 10% complete as to conversion costs. Materials are fully added at the beginning of the process. How much are equivalent units for conversion costs if the FIFO method is used?
a) 16,100
b) 15,900
c) 14,300
d) 13,900
e) None of the above

21. Schiller Company has unit costs of $6 for materials and $15 for conversion costs. There are 4,200 units in ending work in process which are 25% complete as to conversion costs, and fully complete as to materials cost. How much is the total cost assignable to the ending work in process inventory if the weighted average method is used?
a) $40,950
b) $88,200
c) $25,200
d) $25,200
e) None of the above


22. Schiller Company has unit costs of $6 for materials and $15 for conversion costs. There are 4,200 units in ending work in process which are 25% complete as to conversion costs, and fully complete as to materials cost. How much is the total cost assignable to the ending work in process inventory if the FIFO method is used?
a) $40,950
b) $88,200
c) $25,200
d) $25,000
e) None of the above

23. An activity that adds costs to the product but does not increase its market value is a: 
a) Value-added activity
b) Cost driver
c) Cost-benefit activity
d) Non-value-added activity

24. Donna Crawford Co. has identified an activity cost pool and has estimated overhead of $1,920,000 to it. It has determined the expected use of cost drivers for that activity to be 160,000 inspections. Widgets require 40,000 inspections, Gadgets 30,000 inspections, and targets 90,000 inspections. The overhead assigned to each product is:
a) Widgets $40,000, gadgets $30,000, targets $90,000
b) Widgets $480,000, gadgets $360,000, targets $108,000
c) Widgets $360,000, gadgets $480,000, targets $1,080,000
d) Widgets $480,000, gadgets $360,000, targets $1,080,000
e) None of the above

25. Which of the following is NOT one of the four steps involved in calculating unit costs under activity-based costing?
a) Assign manufacturing overhead costs for each cost pool to products, using the overhead rates.
b) Identify the cost driver that has a minor correlation to the costs accumulated in the activity cost pool
c) Identify and classify the major activities involved in the manufacture of specific products, and allocate manufacturing overhead costs to the appropriate cost pools
d) Calculate the overhead rate per cost driver


	 
	
QUESTION II. 15 MARKS

Mina Company specializes in manufacturing motorcycle helmets. The company has enough orders to keep the factory production at 1,000 motorcycle helmets per month. Mina's monthly manufacturing cost and other expense data are as follows. 
			Maintenance costs on factory building
	$ 1,300

	Factory manager's salary
	4,000

	Advertising for helmets
	8,000

	Sales commissions
	5,000

	Depreciation on factory building
	700

	Rent on factory equipment
	6,000

	Insurance on factory building
	3,000

	Raw materials used (plastic, polystyrene, etc.)
	20,000

	Utility costs for factory
	800

	Supplies for general office
	200

	Wages for assembly line workers
	55,000

	Depreciation on office equipment
	500

	Miscellaneous materials in production (glue, thread, etc.)
	2,000
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Instructions
	(a)  
	Prepare an answer sheet with the following column headings. 
			Product Costs

	Cost Item
	Direct Materials
	Direct Labour
	Manufacturing Overhead
	Period Costs








Enter each cost item on your answer sheet, placing the dollar amount under the appropriate heading. Total the dollar amounts in each of the columns.


	(b)  
	Calculate the cost to produce one helmet.










	Each correct entry = .75 x 17 = 12.75 Marks
	
	



Product Costs
	
	

	
	
	
	
	
	
	
	
	

	
Cost Item
	
	Direct
Materials
	
	Direct
Labour
	
	Manufact.
Overhead
	
	Period
Costs

	
	
	
	
	
	
	
	
	

	Maintenance on factory equipment
Factory manager’s salary
Depreciation on factory building
Rent on factory equipment
Insurance on factory building
Raw materials
Utility costs for factory
Wages for assembly line workers
Miscellaneous materials
Advertising for helmets
Sales commissions
Supplies for general office
Depreciation on office equipment


	


	




$20,000







$20,000
	
	






$55,000





$55,000
	
	$ 1,300
    4,000
  700
    6,000
    3,000

800

  2,000
  



$17,800
	
	




   



$ 8,000
 5,000
  200
       500
$13,700



(b)	Total production costs
		Direct materials	$20,000
		Direct labour	  55,000
		Manufacturing overhead	 17,800
			Total production cost	$92,800

     Production cost per helmet = $92,800/1,000 = $92.80= 2.25 Marks
	NO PARTIAL MARK



QUESTION III. 17.75 MARKS


Garnett Printing Corp. uses a job-order cost system. The following data summarize the operations related to the first quarter's production: 
	[image: http://edugen.wileyplus.com/edugen/courses/crs6454/common/art/pixel.gif]
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		1.   
	Materials purchased on account were $192,000, and factory wages incurred were $91,500.

	2.   
	Materials used for production  and factory labour used by job were as follows: 
			Job Number
	Materials
	Factory Labour

	A20
	$ 33,240
	$18,000

	A21
	42,920
	24,000

	A22
	36,100
	17,000

	A23
	41,270
	25,000

	For General factory use
	4,470
	7,500

	 
	$158,000
	$91,500










	3.   
	Manufacturing overhead costs incurred on account were $59,500.

	4.   
	Depreciation on factory machinery and equipment was $14,550.

	5.   
	The manufacturing overhead rate is 80% of the direct labour cost.

	6.   
	Jobs completed during the quarter were A20, A21, and A23.
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Instructions
1. Prepare accounting entries to record all the operations summarized above. 
2. Prepare a schedule showing the breakdown of individual cost elements and then the total cost for each job in item 6.


		[image: http://edugen.wileyplus.com/edugen/courses/crs6454/common/art/pixel.gif]



Each correct entry = 0.5 mark X 18 = 9 Marks
1.	Raw Materials Inventory		192,000
		Accounts Payable			192,000

	Factory Labour		 91,500
		Factory Wages Payable			 91,500

2.	Work in Process Inventory		153,530
	Manufacturing Overhead		  4,470
		Raw Materials Inventory			158,000

	Work in Process Inventory		 84,000
	Manufacturing Overhead		  7,500
		Factory Labour			 91,500

3.	Manufacturing Overhead		 59,500
		Accounts Payable			 59,500
4.	Manufacturing Overhead		 14,550
		Accumulated Depreciation—Machinery &
		    Equipment			14,550  
5.	Work in Process Inventory		 67,200
		Manufacturing Overhead		 67,200
		  (80% × $84,000)
6.	Finished Goods Inventory		238,030
		Work in Process Inventory			238,030
2.	Computation of cost of jobs finished:
	
	
Job
	
	Direct
Materials
	
	Direct
Labour
	
	Manufacturing
Overhead
	
	
Total

	
	
	
	
	
	
	
	
	
	

	
	A20
A21
A23
	
	$33,240
 42,920
 41,270
	
	$18,000
 24,000
 25,000
	
	$14,400
 19,200
 20,000

	
	$ 65,640
  86,120
    86,270
$238,030




	Each correct entry = 0.75 mark X 12 = 9 Marks with max 8.75 marks 
 1 + 2 = 17.75 marks


	 
	QUESTION IV. 18 MARKS

Kasten Company manufactures bowling balls through two processes: moulding and packaging. In the moulding department, urethane, rubber, plastic, and other materials are moulded into bowling balls. In the packaging department, the balls are placed in cartons and sent to the finished goods warehouse. All materials are entered at the beginning of each process.
Labour and manufacturing overhead are incurred uniformly throughout each process. Production and cost data for the moulding department during June 2012 are presented below: 
			Production Data
	June

	Beginning work in process units
	0

	Units started into production
	30,000

	Ending work in process units
	4,000

	Percent complete—ending inventory
	80%

	Cost Data
	 

	Materials
	$298,000

	Labour
	60,400

	Overhead
	150,800

	Total
	$509,200








Instructions
	(a)  
	Prepare a schedule showing physical units of production.

	(b)  
	Determine the equivalent units of production for materials and conversion costs.



	(c)  
	Calculate the unit costs of production.

	(d)  
	Determine the costs to be assigned to the units transferred and in process for June.









	(a)
	Physical units
	
	
	
	
	

	
	
	
	
	
	

	
	Units to be accounted for
	Work in process, June 1
	Started into production
		Total units

Units accounted for
	Transferred out
	Work in process, June 30
		Total units
Each correct entry 0.50 X 6 = 
3 Marks
	
	
    0
30,000
	
	

	
	
	
	30,000
	
	

	
	
	
	

26,000
 4,000
	
	

	
	
	
	30,000
	
	

	
	
	
	
	
	

	(b)
	

Equivalent units
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	Materials
	
	Conversion Costs

	
	
	
	
	
	

	
	Units transferred out
Work in process, June 30
	4,000 × 100%
	4,000 × 80%
Total equivalent units
	
	26,000

 4,000
           
	
	26,000


 3,200

	
	
	
	30,000
	
	29,200

	
	
	
	
	
	


Each correct entry 1Mark X 6 = 6 Marks

	(c)
	
	
	Unit Costs

	
	
	
	

	
	Materials
Conversion costs
Total unit cost
	
	$9.9333 ($298,000 ÷ 30,000)
$7.2329(($60,400 + $150,800) ÷ 29,200)
$17.1662($9.9333 + $7.2329) rounded

	
	Each correct entry 1Mark X 3 = 3 Marks




	
	


(d)	Costs accounted for
		Transferred out (26,000 × $17.1662)			$446,321
		Work in process, June 30
			Materials (4,000 × $9.9333)		$39,733	
			Conversion costs (3,200 × $7.2329)		  23,146	  62,879
				Total costs			$509,200
Each correct entry 2Mark X 3 = 6 Marks
Total = 3 + 6 + 3 + 6 = 18 Marks
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QUESTION V. 18 MARKS

	
	Kiddy Company manufactures bicycles. It recently received a request to manufacture 10 units of a mountain bike at a price lower than it normally accepts. Bruce, the sales manager, indicated that if the order were accepted at that price, the company could expect additional orders from the same client. Bruce believes that if Kiddy could offer this price in the market generally, sales of this bike would increase by 30%. Melany, president of Kiddy, is skeptical about accepting the order. The company has a policy of not accepting any order that does not provide a markup of 20% on full manufacturing costs. The price offered is $580 per bike.
The controller, Sanjay, has recently researched the possibility of using activity-based multiple overhead rates instead of the single rate currently in use. He has promised more accurate estimated overhead product costing, and Melany is curious about how this approach would affect product costing and pricing of the mountain bike.
The plant-wide overhead rate is based on an expected volume of 10,000 direct labour hours and the following budgeted overhead: 
			Machine operating costs
	$75,000

	Rework labour
	45,000

	Inspection
	25,000

	Scrap costs
	35,000

	General factory overhead
	120,000

	Total
	$300,000








Expected activities for selected cost drivers for 2012: 
			Machine hours
	25,000

	Units reworked
	600

	Inspection hours
	500

	Units scrapped
	140

	Direct labour hours
	10,000








Estimated data for the production of one mountain bike: 
			Direct materials
	$ 160

	Direct labour (7.5 hours/unit)
	$ 180

	Number of units reworked
	0.25

	Number of inspection hours
	0.10

	Number of units scrapped
	0.05

	
	








Instructions
	(a)  
	Using the single-rate method to assign overhead on a plant-wide basis, determine whether or not Kiddy should accept the order for the 10 mountain bikes. Explain your decision.

	(b)  
	Using activity-based costing to assign overhead, determine whether or not Kiddy should accept the order for the 10 mountain bikes. Explain your decision. 
		











(a)	The normal selling price per mountain bike using the single-rate method for assigning overhead on a plant-wide basis is as follows:

         Overhead rate = $300,000 ÷ 10,000 direct labour hours = $30 per direct labour hour1 Mark
	1 Mark Each X 5 = 5 Marks
	
	Single rate method:
	

	
	Direct material
	$160.00

	
	Direct labour
	  180.00

	
	Applied overhead
	

	
	     ($30 × 7.5 hours per unit)
	  225.00

	
	Full cost per unit
	  565.00

	
	Plus:  mark-up at 20%
	  113.00

	
	Normal price per mountain bike
	$678.00


       The unit price offered of $580 is lower than the normal price.  Therefore the company should refuse the offer even if sales would increase 30%. 1 Mark
A) Total = 1 + 5 + 1 = 7 Marks



	(b)  
	Determine activity-based overhead rates:

	        Machining: $75,000 ÷ 25,000 = $3.00 per machine hour

	
	Reworking:  $45,000 ÷ 600 = $75 per unit

	
	Inspection:  $25,000 ÷ 500 = $50 per hour

	
	Scrap:  $35,000 ÷ 140 = $250 per unit

	
	General:  $120,000 ÷ 10,000 = $12 per direct labour hour
0.5 Mark Each X 0.5 = 2.5 Marks

	
	Activity-based costing method:
	

	
	Direct material1 mark
	$160.00

	
	Direct labour1 mark
	  180.00

	
	[bookmark: _GoBack]Machining ($3 × 6 hrs)0.5 M
	    18.00

	
	Rework labour ($75 × 0.25 units)0.5 M
	    18.75

	
	Inspection ($50 × 0.1 hour)0.5 M
	      5.00

	
	Scrap costs ($250 × 0.05 units)0.5 M
	    12.50

	
	General overhead ($12 × 7.5 DLH)0.5 M
	    90.00

	
	Full cost per unit1 mark
	  484.25

	
	Plus: mark-up at 20%1 mark
	    96.85

	
	Normal price per mountain bike
	$581.18


	Using an activity-based costing approach, Kiddy should accept the offered price of $580, which has a slightly higher mark-up than the target mark-up of 20%.
2 Marks

b) Total = 9 + 2 = 11 
A) + b) = 7 + 11 = 18 Marks 
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