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YOU MUST SIGN IN THE BOX BELOW  

	Statement of Academic Integrity

The School of Management does not condone academic fraud, an act by a student that may result in a false academic evaluation of that student or of another student. Without limiting the generality of this definition, academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind,  use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the contrary appears on the exam, to have in his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or any other communication device which has not been previously authorized in writing. 

Statement to be signed by the student:

I have read the Statement of Academic Integrity and I pledge not to have committed or attempted to commit academic fraud in this examination.

Signed:______________________________________  

Note: an examination copy or booklet without that signed statement will not be graded and will receive a final exam grade of zero. 


Instructions:
1. Students are permitted ONE page of notes, 8.5x11”, double-sided.
2. Answer all questions in this booklet.  The booklet is not to be removed from the examination room.  You may separate the pages but ensure that you put them back together and staple before handing in the exam for grading. Ensure that you show all supporting calculations.

3. Limit your answer to the space provided.  Indicate if you use the back of a page.
4. The use of standard abbreviations (for example, TC for Total Costs, VC for Variable Costs) is quite acceptable.

5. Budget about 1.4 minutes per mark.  Please do not ask the invigilators questions.  Make reasonable assumptions where necessary.
6. Language dictionaries are allowed.

7. The use of electronic communication devices such as cell phones is strictly prohibited during the exam.  Sharing of calculators is also strictly prohibited.

8. YOU MUST SIGN IN THE Statement of Academic Integrity BOX ABOVE.
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PART I - MULTIPLE CHOICE – 2 marks each; 

TOTAL 24 marks

CIRCLE THE BEST ANSWER TO EACH OF THE FOLLOWING:

1.
The cost to research, develop, design, and market new product models is an example of which type of activity?

A. 
Unit-level

B.
Batch-level

C. 
Product-level
D. 
Facility-level

2.
Which of the following would NOT be an indication that a cost system is outdated?

A. 
Managers lose bids they expected to win and win bids they expected to lose.

B. 
Employees do not believe cost numbers.

C. 
The company has diversified the products it manufactures.

D. 
The company has reengineered the production process and the accounting system.

3.
The activity cost allocation rate is computed by dividing:

A.
 total actual indirect costs of activity by total actual quantity of cost allocation base 

B. 
total estimated indirect costs of activity by total actual quantity of cost allocation base 

C.
total estimated activity cost pool by total estimated activity allocation base 

D. 
total actual indirect costs of activity by estimated total estimated activity allocation base 

4.
Which of the following is NOT one of the steps in developing an ABC system?  

A. 
Identify the activities and estimate the total MOH associated with each activity 

B. 
Identify the allocation base for each activity’s costs 

C. 
Calculate an activity cost allocation rate for each activity 

D. 
Allocate some MOH from each activity to the individual jobs that use the activities 

5.
The predetermined manufacturing overhead rate is computed using:

i) actual manufacturing overhead costs.

ii) total estimated manufacturing overhead costs.

iii) actual quantity of the manufacturing overhead allocation base.

iv) total estimated quantity of the manufacturing overhead allocation base.

A. 
i and iii 

B. 
ii and iv 

C. 
iii and i

D. 
iv and ii

6.
Which is the journal entry to record the closing of manufacturing overhead given the following facts?

* The actual manufacturing overhead is $7,100.

* The estimated manufacturing overhead was $7,000.

* The amount of overhead allocated is $7,200.

A. 
Cost of Goods Sold 200, Manufacturing Overheard 200

B. 
Cost of Goods Sold 100, Manufacturing Overhead 100

C. 
Manufacturing Overhead 100, Cost of Goods Sold 100

D. 
Manufacturing Overhead 200, Cost of Goods Sold 200

7.
Which of the following is TRUE about managerial accounting vs. financial accounting?

A. 
Both managerial and financial reports are prepared quarterly and annually

B. 
Managerial accounting is primarily utilized by internal users, while financial accounting is primarily utilized by external users

C. 
The primary information characteristics for managerial accounting are reliability and objectivity, while the primary information characteristic for financial accounting is relevance

D. 
The CMA requires managerial accounting reports and the SEC requires financial accounting reports

8.
Which of the following is NOT a value chain activity?

A. 
Research & Development

B. 
Production

C. 
Distribution

D. 
Quality Control

9.
Which of the following is a direct cost in the production of tire jacks for a machine shop?

A. 
Utilities

B. 
Taxes

C. 
Steel

D. 
Rent

10.
Which of the following is NOT a relevant cost when buying new manufacturing equipment?

A. 
Sales tax

B. 
Cost of machine being replaced

C. 
Purchase price

D. 
Insurance on the machine

11.
Which of the following is a fixed cost for a plant that manufactures iPods?

A. 
Plastic used to make the cases

B. 
Employee wages for assembly

C. 
Computer chip used in each iPod

D. 
Straight-line depreciation on stamping machine used to form iPod cases

12.
Which of the following is a variable cost for a plant that manufactures iPods?

A. 
Advertising costs

B. 
Salary of payroll clerk

C. 
Straight line depreciation of warehouse building

D. 
Wire used for the headphones

PART II – Short Answer 

Answer all of the following questions.  

Question 1 – 20 marks

Bill Pope has developed a new device that is so exciting he is considering quitting his job in order to produce and market it on a large-scale basis. Bill will rent a garage for $300 per month for production purposes. Utilities will cost $40 per month. Bill has already taken an industrial design course at the local community college to help prepare for this venture. The course cost $300. Bill will rent production equipment at a monthly cost of $800. He estimates the material cost per unit will be $5, and the labour cost will be $3. He will hire workers and spend his time promoting the product. To do this, he will quit his job, which pays $3,000 per month. Advertising and promotion will cost $900 per month.

Required:

Complete the chart below by placing an "X" under each heading that helps to identify the cost involved. You can place an “X” under more than one heading for a single cost.  For example, a cost may be a fixed cost, an overhead cost, and a differential cost.  You would place an "X" under each of these headings opposite the cost.

	
	Oppor-
tunity
Cost
	
Sunk

Cost
	Vari-
able

Cost
	Fixed

Cost
	Product

Cost
	Selling & Admin

Cost
	Differ-

ential

Cost*

	Garage 

Rent
	
	
	
	X
	X
	
	X

	Utilities
	
	
	
	X
	X
	
	X

	Cost of the industrial design course
	
	X
	
	
	
	
	

	Equipment 

  rented
	
	
	
	X
	X
	
	X

	Material 

cost
	
	
	X
	
	X
	
	X

	Labour 

cost
	
	
	X
	
	X
	
	X

	Present 

salary
	X
	
	
	
	
	
	X

	Advertising
	
	
	
	X
	
	X
	X


*Differential between the alternatives of going into business to make the device or not going into business to make the device.

Question 2 – 21 marks
Touch Enterprises produces LCD touch screen products.  The company reports the following information at December 31.  Touch Enterprises began operations 10 months before on March 1st.

	Work in Process
	
	
	
	Manufacturing

	Inventory
	
	Wages Payable
	
	Overhead

	 48,000 
	155,000 
	
	 95,000 
	95,000 
	
	  8,000 
	60,000 

	 80,000 
	
	
	 
	 
	
	 15,000 
	

	 60,000 
	
	
	 Bal 0 
	
	
	 40,000 
	

	`` 
	
	
	 
	
	
	 
	


	Finished Goods
	
	Raw Materials

	Inventory
	
	Inventory

	 155,000 
	127,000 
	
	 75,000 
	56,000 

	 
	
	
	 
	

	 
	
	
	 
	

	 
	
	
	 
	


	Subtract 2 marks for each incorrect answer below


Required:
1. What is the cost of direct materials used?

48,000
2. What is the cost of indirect materials used? 

  8,000
3. What is the cost of direct labour? 

80,000
4. What is the cost of indirect labour? 

 15,000
5. What is the cost of goods manufactured? 

155,000
6. What is the cost of goods sold
(before adjusting for any under- or overallocated
manufacturing overhead? 

127,000
7. What is the actual manufacturing overhead? 

  63,000
8. How much manufacturing overhead
 was allocated to jobs? 

  60,000
9. What is the predetermined manufacturing
 overhead rate as a percentage of direct labour cost? 

     75%    
10. Is manufacturing overhead
 overallocated or underallocated?  

_UNDER
11. By how much?

     3,000
Question 3 – 20 marks

PowerBox designs and manufactures switches used in telecommunications.  Serious flooding throughout Alberta affected PowerBox’s facilities.  Inventory was completely ruined, and the company’s computer system, including all accounting records, was destroyed.

Before the disaster-recovery specialists clean the buildings, Annette Plum, the company controller, is anxious to salvage whatever records she can to support an insurance claim for the destroyed inventory. She is standing in what is left of the Accounting Department with Paul Lopez, the cost accountant.


“I didn’t know mud could smell so bad,” Paul says.  “What should I be looking for?”


Don’t worry about beginning inventory numbers,” responds Annette. “We’ll get them from last year’s annual report.  We need first-quarter cost data.”


“I was working on the first-quarter results just before the storm his,” Paul says.  “Look, my report’s still in my desk drawer.  But all I can make out is that for the first quarter, material purchases were $476,000 and that direct labour, manufacturing overhead (other than indirect materials), and total manufacturing costs to account for were $505,000, $245,000, and $1,425,000, respectively.  Oh, and cost of goods available for sale was $1,340,000.”


“Great,” says Annette. “I remember that sales for the period were approximately $1.7 million.  Given our gross profit of 30%, that’s all you should need.”

Paul is not sure about that, but decides to see what he can do with this information.  The beginning inventory numbers are as follows:

· Raw materials,

$113,000

· Work in process

$229,000

· Finished goods,

$154,000

He remembers a schedule he leaned in school that may help him get started.

REQUIRED:

Use the information below and the schedules provided to determine the ending inventory balances for Powerbox’s insurance claim.

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

_________________________________________________________________________________

Powerbox Inc

	COST OF GOODS MANUFACTURED

	Beginning Work in Process Inventory:
	
	
	$229,000 

	Add: Direct Materials Used:
	
	
	

	
	Beginning Raw Materials Inventory
	$113,000 
	
	

	
	Purchases
	  476,000 
	
	

	
	Available for use:
	$589,000 
	
	

	
	Ending Raw Materials Inventory
	 143,000
	
	

	
	Raw Material Used
	
	 446,000
	

	
	Direct Labour
	
	     505,000 
	

	
	Manufacturing Overhead
	
	     245,000 
	

	
	Total Manufacturing Costs incurred this year
	
	 1,196,000

	
	Total Manufacturing Costs to account for
	
	$1,425,000 

	
	Less, Ending Work in Process Inventory
	
	 239,000

	
	Cost of Goods Manufactured
	
	
	 1,186,000

	
	
	
	
	

	COST OF GOODS SOLD

	
	Beginning Inventory, Finsihed Goods
	
	$154,000 
	

	
	Cost of Goods Manufactured
	
	 1,186,000
	

	
	Finished Goods Available for Sale
	
	$1,340,000 
	

	
	Ending Inventory, Finished Goods
	
	 150,000
	

	
	Cost of Goods Sold (hint, Gross Profit
  = 30% of sales)
	
	
	 1,190,000

	
	
	
	
	

	
	ENDING INVENTORY VALUES:
	
	
	

	
	Raw Materials
	
	 143,000
	

	
	Work in Process
	
	 239,000
	

	
	Finished Goods
	
	 150,000
	


_____________________________________________________________________________________
_____________________________________________________________________________________
         
2 marks for each correct calculation in the schedules (total 16)

4 marks for identifying correct inventory balances

_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
Question 4 – 15 marks
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E4-33B Compute activity rates and apply to jobs (Learning Objective 2)
Central Plain uses ABC to account for its chrome wheel manufacturing process. Company
managers have identified four manufacturing activities that incur manufacturing overhead
costs: materials handling, machine set-up, insertion of parts, and finishing. The budgeted
activity costs for the upcoming year and their allocation bases are as follows:
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REQUIRED:

1.
Compute the allocation rate for each activity:

Materials handling:

____2.00_____
Machine set-up

___320.00_____
Parts Insertion

____14.00_____
Finishing

____44.00____
______________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________

_____________________________________________________________________________________
_____________________________________________________________________________________
2.
Compute the MOH cost that should be assigned to Job 420.

_____________________________________________________________________________________
______________________[image: image3.emf]Category Activity Rate Allocation

Materials Handling 250 2.00        500.00                    

Machine Set Up 3 320.00   960.00                    

Parts Insertions 250 14.00      3,500.00                

Finishing 130 44.00      5,720.00                

TOTAL OVERHEAD COST 10,680.00              

JOB 420 Manufacturing Overhead Costs

_____________________________________________________________________________________________
_____________________________________________________________________________________
_____________________________________________________________________________________
E N D   OF   E X A M

2 MARKS FOR EACH CORRECT
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7 MARKS; SUBTRACT 1 MARK FOR EACH INCORRECT CALCULATION.  Do award part marks; reward consistency








