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INSTRUCTIONS

1. ANSWER ALL QUESTIONS (INCLUDING MCQS) IN THE ANSWER BOOKLET THAT HAS BEEN PROVIDED TO YOU. 

2. BE SURE TO RETURN THE EXAM PAPER ALONG WITH THE ANSWER BOOKLET AT THE END OF THE EXAM. 

3. ANY STUDENT WHO FAILS TO RETURN THE ENTIRE EXAM PAPER ALONG WITH THE ANSWER BOOKLET(S) WILL BE REPORTED FOR CHEATING.

4. DO NOT TEAR YOUR EXAM PAPER OR YOUR ANSWER BOOKLET(S).

5. BE SURE TO PUT YOUR NAME AND STUDENT I.D. NUMBER ON THE EXAM PAPER AND THE ANSWER BOOKLET.

6. START EACH QUESTION ON A NEW PAGE IN THE ANSWER BOOKLET.
7. IT IS VERY IMPORTANT TO WRITE THE NAME OF YOUR INSTRUCTOR AND SECTION LETTER/NUMBER ON YOUR ANSWER BOOKLET(S).



Good Luck!

                                               QUESTION 1 – MULTIPLE CHOICES – 10 MARKS

Write your answers in the ANSWER BOOKLET. Choose the Best answer of the following.  

1.
        The competitive strategy in which the firm succeeds by producing at the lowest cost in the industry is termed: 


A)
differentiation.
 
B)
cost leadership.

C)
cost advantage. 


D)
price strategy. 


E)
focus.                                                                                                               1 Mark
2.

Sustainability is the balancing of short and long term goals in all three dimensions of the company's performance. Those three areas are 

A)
economic, social and industry 

B)
economic, environmental and industry 

C)
social, environmental and industry 

D)
economic, social and environmental
E)  None of the above.                                                                                            1 Mark
3.

The opportunity cost of making a component part in a factory with excess capacity for which there is no alternative use is: 

A)
The variable manufacturing cost of the component. 

B)
The total manufacturing cost of the component. 

C)
The total variable cost of the component. 

D)
The fixed manufacturing cost of the component. 

E)
Zero.                                                                                                                  1 Mark     
4.         How will unit (or average) cost of manufacturing (materials, labor and overhead) usually change if the production level rises? 

A)
It will remain constant. 

B)
It will increase in direct proportion to the production increase. 

C)
It will increase, but inversely with the production increase.
 
D)
It will decrease, but not in direct proportion to the production increase. 

E)
It will decrease inversely and in direct proportion to the production increases. 1 Mark
5.       
The two main advantages of using predetermined factory overhead rates are to provide more accurate unit cost information and to: 

A)
provide cost information on a timely basis.

B)
simplify the accounting process. 

C)
insure transmission of correct data. 

D)
extend use of the cost data. 

E)
adjust for variances in data sources.                                                                   1 Mark
6.
The number of the same or similar units that could have been produced given the         amount of work actually performed on both complete and partially complete units is referred to as 

A)
Physical units 

B)
Equivalent units 

C)
Completed units 

D)
Produced units 

E)
Units to account for                                                                                             1 Mark
Use the following to answer questions 7 and 8:

KLM Company uses an actual process costing system. In Department 2, direct materials are added at the 50% stage of completion of the process and conversion costs are added uniformly throughout the process. On March 1, there were 6,000 units in work-in-process and they were 60% completed as to conversion costs. During March, 43,000 units were transferred into Department 2 for processing. On March 31, there were 8,000 units in work-in-process: 3,000 units were 40% complete as to conversion costs and the other 5,000 units were 80% complete as to conversion costs. No spoilage was reported during March.

	7.
	Using the weighted-average method, the number of equivalent units of production for direct materials for March would be

a) 39,000.
b) 40,000.
c) 46,000.
d) 47,000.
e) 48,000.                                                                                                 2 Marks


	8.
	Using the FIFO method, the number of equivalent units of production for conversion costs would be

a) 39,200.
b) 40,200.
c) 41,600.
d) 42,600.
e) 45,200.                                                                                                  2 Marks


                                                     QUESTION 2 – 15 MARKS         

 






Computer Intelligence, a computer software consulting company, has three major functional areas: computer programming, information systems consulting, and software training. Carol Bingham, a pricing analyst in the accounting department, has been asked to develop total costs for the functional areas. These costs will be used as a guide in pricing a new contract. In computing these costs, Carol is considering three different methods of the departmental allocation approach to allocate overhead costs: the direct method, the step method, and the reciprocal method. She assembled the following data from the two service departments, information systems and facilities:

	
	Service Departments
	Production Departments

	
	
	
	
	Information
	
	

	
	Information
	
	Computer
	Systems
	Software
	

	
	Systems (1)
	Facilities(2)
	Programming
	Consulting
	Training
	Total

	Budgeted overhead
	$80,000
	$45,000
	$150,000
	$190,000
	$135,000
	$600,000

	IS hours
	
	200
	1,200
	600
	1,000
	3,000

	Thousand square

 feet


	200
	
	400
	600
	800
	2,000


(1) Allocated on the basis of hours of computer usage

(2) Allocated on the basis of floor space

Required:

Apply overhead from these service departments to the production departments, using these three methods:

(1) Direct method

(2) Step method (Information Systems first)
(3) Reciprocal method

QUESTION 3 – 15 MARKS
The Salinas Company produces three products X, Y, and Z, from a joint process. Each product can be sold at the split-off point or processed further. Additional processing requires no special facilities, and the production costs of further processing are entirely variable and traceable to the products involved. Last year all three products were processed beyond split-off. Joint production costs for the year were $80,000. Sales values and costs needed to evaluate Salinas’s production policy follow:
	
	
	
	If all units processed further

	Product
	Units Produced
	Sales Value at Split-off
	Sales Value
	Additional Costs

	X
	5,000
	$25,000
	$55,000
	$9,000

	Y
	4,000
	$41,000
	$45,000
	$7,000

	Z
	1,000
	$24,000
	$30,000
	$8,000


Required:
(1) Determine the unit cost and gross profit for each product if Salinas allocates joint production costs using the net realizable value method.

(2) Determine the unit cost and gross profit for each product if Salinas allocates joint production costs using the sales value at split-off method.

(3) Determine the unit cost and gross profit for each product if Salinas allocates joint production costs using the physical unit method.

(4) Should the firm sell any of its products after further processing? 

QUESTION 4 – 15 MARKS 











On November 30, 2009, the work-in-process inventory system module of ABC manufacturing was destroyed, but both the materials and finished goods inventory system modules were left intact.

ABC uses a "normal" job order costing system and its fiscal year end is December 31. Selected information for the period ending October 31, 2009 and November 30, 2009, are as follows:

October 31,
November 30, 


2009 
      2009
Raw Materials (includes both Direct & Indirect Materials)  $ 74,000
$ 43,000

Work-in-process inventory
 49,000
?

Finished goods inventory



      
     30,000
    54,000

Cost of goods sold (year to date)
586,000
676,000

Accounts payable (relates to materials purchased only)         28,000
    43,000

Manufacturing overhead incurred (Actual)
                133,000
  178,000 

Manufacturing overhead applied


                128,700
            ? 

Other information for November 2006:

Cash payments to suppliers
$ 45,000

Payroll (including $25,000 indirect)                                                        87,000

Indirect materials used
7,000 

Over-applied manufacturing overhead (during November only)
2,500 

Required
Compute the "normal" cost of the ending work-in-process inventory.

Please show your computations to support your answer.

                                            QUESTION 5    - 30 MARKS    

 




SeatCo. Inc. specializes in the manufacturing of car seats.
Direct Materials are added at the start of the production process. Conversion costs are allocated evenly throughout the process. 
Car seats are inspected when they are 70% complete. 400 units were identified to be spoiled at the inspection. Normal spoilage is 12% of the units inspected. Spoiled units from this inspection are disposed of at $10 each. 


SUMMARY DATA FOR THE MONTH OF MARCH 2010
WIP beginning inventory (30% complete)
400 Units

Started during March



1,700 Units

WIP ending inventory (90% complete)
300 Units

WIP beginning inventory costs

Direct materials



$64,000

Conversion cost



$ 10,950

Direct material cost added during March
$378,260

Conversion cost added during March

$154,800

Required 

The company uses weighted average cost method of accounting.  For the month of March 2010, determine the cost of goods manufactured, the cost of ending work-in-process, the loss from abnormal spoilage. Show all necessary schedules to support your computations.









QUESTION 6    - 15 MARKS
Cabano Industries manufactures electronic testing equipment. Cabano also installs the equipment at customers’ sites and ensures that it functions smoothly. Additional information on the Manufacturing and Installation Departments is as follows (capacities are expressed in terms of the number of units of electronic testing equipment):
	
	Equipment

Manufactured
	Equipment

Installed

	Annual capacity
	400 units per year
	300 units per year

	Equipment manufactured  and installed
	300 units per year
	300 units per year


Cabano manufactures only 300 units per year because the Installation Department has only enough capacity to install 300 units. The equipment sells for $40,000 per unit (installed) and has direct material costs of $15,000. All costs other than direct material costs are fixed. The following requirements refer only to the preceding data. There is no connection between the requirements.

Required

(1) Cabano’s designers have proposed a change in direct materials that would increase direct material costs by $2,000 per unit. This change would enable Cabano to install 320 units of equipment each year. If Cabano makes the change, it will implement the new design on all equipment sold. Should Cabano use the new design? Show your calculations.

(2) A new installation technique has been developed that will enable Cabano’s engineers to install 10 additional units of equipment a year. The new method will increase installation costs by $50,000 each year. Should Cabano implement the new technique? Show your calculations.
(3) Cabano is considering how to motivate workers to improve their productivity (output per hour). One proposal is to evaluate and compensate workers in the Manufacturing and Installation Departments on the basis of their productivities. Do you think the proposal is a good idea? Explain briefly.
1
4

