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Please read the questions carefully and budget your time carefully.
Show details of all your work in the lined examination answer booklet 
Write all your final answers in IBM Sheet with pencil.


QUESTION I-A. 7.5 POINTS

Use the following information to calculate and answer the next 3 questions. (SHOW YOUR WORK)
Taylor Enterprises sells its product for $40 per unit. Taylor recently received a special order from a customer for 20,000 units. Production costs per unit for regular sales are:


Direct materials
$  6


Direct labour
14


Manufacturing overhead (2/3 variable)
12

1. Suppose the special order price is $600,000 for all 20,000 units, and assume that Taylor has sufficient capacity to fill the special order. Should it be accepted?

a.
Yes, because profits will increase by $120,000

b.
No, because profits will decrease by $200,000

c.
No, because profits will decrease by $40,000

d.
Yes, because profits will increase by $40,000

e.
None of the above

Total Variable cost per unit = $ 6 + 14 + 8 = $28 X 20,000 units = $560,000 – special order price is $600,000  = profit $40,000

2. Suppose that Taylor would like to earn $50,000 on this order and assume that there is sufficient capacity to fill the special order. What price per unit should Taylor charge for the special order?

a.
$34.50

b.
$42.50

c.
$30.50

d.
$26.50

e.
None of the above

Total Variable costs for 20,000 units = $560,000 + to earn $50,000 on this order / 20,000 = $30.50
3. Suppose that the special order price is $600,000 for all 20,000 units, but there is not sufficient capacity to fill the order; 8,000 units of regular business will be replaced by the special order if it is accepted. Should Taylor accept the special order? And why?

a.
No, because profits will decrease by $56,000

b.
Yes, because profits will increase by $40,000

c.
No, because profits will decrease by $24,000

d.
No, because profits will decrease by $280,000

e.
None of the above

Total Variable cost per unit = $ 6 + 14 + 8 = $28 – SELLING PRICE $40 = $12 OPPORTUNITY COST FOR 8,000 UNITS = $ 96,000 + TVC $560,000 = $656,000 – SP $600,000 = LOSS $56,000

QUESTION I-B. 5 POINTS
Use the following information to calculate and answer the next 2 questions. (SHOW YOUR WORK)
Loso Co. made and sold 100,000 of its only product in 2009 for $15 each. Loso’s costs per unit for 2009 follow:


Direct materials
$  5.00


Direct labour
2.00


Variable manufacturing overhead
1.00


Fixed manufacturing overhead
 1.50


Variable selling & administrative costs
0.80


Fixed selling & administrative costs
    0.50

Total
$10.80
In 2010, Loso expects to produce and sell 80,000 units. The selling price and variable costs per unit will remain unchanged, as will total fixed costs.  Early in 2010, a new customer approaches Loso and requests a one-time special order for 30,000 units. 
4. Suppose the special order will incur only half the regular variable selling & administrative costs and will require the rental of a special grinding machine for $15,000. Assume the capacity of Loso is 120,000 units per year. What is the minimum price per unit for the special order that Loso should accept?

a.
$9.00

b.
$8.90

c.
$11.00

d.
$10.90

e.
None of the above

VC PER UNIT = $5 + 2 + 1 + $0.40 = $8.40 + Rental $15,000 / 30,000 =$8.90
5. Suppose the special order will incur only half the regular variable selling & administrative costs and will require the rental of a special grinding machine for $15,000. Assume the capacity of Loso is 100,000 units per year. What is the minimum price per unit for the special order that Loso should accept?

a.
$10.97

b.
$15.10

c.
$11.10

d.
$15.50

e.
None of the above

VC PER UNIT = $5 + 2 + 1 + $0.40 = $8.40 + Rental $15,000 / 30,000 =$8.90 + 
Opportunity Costs = [10,000 ($15 SP – VC $8.8) / 30,000] = $10.96666 =$10.97
QUESTION I-C. 7.5 POINTS

Use the following information to calculate and answer the next 3 questions. (SHOW YOUR WORK)
Clark, Inc. makes 3 products, B, C, and D. Clark only has 110 machine hours available each week. Contribution margin, machine hour requirements, and weekly customer demand information is as follows:



B
C
D

Contribution margin per unit
$8
$4
$7


Machine hours required per unit
0.6
0.4
0.2


Weekly customer demand 
200
600
100

6. In what order should the products be produced?

a.
B, C, D

b.
C, D, B

c.
D, B, C

d.
B, D, C

e.
None of the above



B
C
D

Contribution margin per unit
$8
$4
$7


Machine hours required per unit
0.6
0.4
0.2



CM PER LR


      $13.333
$10
       $35



D   B   C

7. How many units of each product should be produced?

a.
200 Bs, 0 Cs, and 100 Ds

b.
150 Bs, 0 Cs, and 100 Ds

c.
0 Bs, 600 Cs, and 0 Ds

d.
200 Bs, 100 Cs, and 100 Ds

e.
None of the above

110 TOTAL HOURS AVA D 100 X .2= 20 HRS -110 HRS = 90 /.6    B = 150

  B 150 UNITS + C 0 UNITS + D 100 UNITS

8. What is the maximum amount that Clark would be willing to pay, above the normal cost, for one more machine hour per week?

a.
$10.00

b.
$13.33

c.
$35.00

d.
$0.00

e.
None of the above

ANY EXTRA UNIT COME FROM B MARKET BECAUSE Weekly customer demand is 200 we fill 150 units.
QUESTION II-A. 5 POINTS
Use the following information to calculate and answer the next 2 questions. (SHOW YOUR WORK)
The Machining Division has a capacity of 2,000 units.  Its sales and cost data are:

Selling price per unit
$100

Variable manufacturing costs per unit
$25

Variable administrative costs per unit
$5

Total fixed manufacturing overhead
$20,000

Total fixed administrative costs
$5,000

9. The Machining Division is currently selling 1,900 units to outside customers, and the Assembly Division wants to purchase 300 units from Machining.  If the transaction takes place, the variable administrative costs per unit on the units transferred to Assembly will be $2/unit, not $5/unit.  What should be the transfer price?

a.
$73.67

b.
$76.67

c.
$97.00

d.
$100.00

e.
None of the above
Variable Costs per unit is $ 25 + 2 = $27 to fill the order we need to replace 200 units from our outside customers opportunity costs = (SP $100 – VC $30) 200 units =$14,000/300 $46.67

So TP = $ 27 + $ 46.67 = 73.67

10. If the Assembly Division is currently buying from an outside supplier at $98 per unit, what will be the effect on overall company profits if internal sales take place at the optimum transfer price?

a.
$7,000 increase

b.
$7,300 increase

c.
$300 increase

d.
There is no effect

e.
None of the above

Saving = ($98 -$73.67) 300 units = $7,300 increase

QUESTION II-B. 5 POINTS
Use the following information to calculate and answer the next 2 questions. (SHOW YOUR WORK)
The National Division of Roboto Company is buying 10,000 widgets from an outside supplier at $30 per unit. Roboto’s Overseas Division, which is producing and selling at full capacity (12,000 units), has the following sales and cost structure:

Sales price per unit
$45.00

Variable cost per unit
22.50

Fixed cost (at capacity) per unit
15.00

11. If the National Division buys its 10,000 widgets from the Overseas Division, the transfer price should be

a.
$45.00



b.
$30.00

c.
$22.50



d.
$37.50 

e.None of the above

At full capacity =SP $45

12. If the Overseas Division meets the outside supplier’s price and sells the 10,000 widgets to National, the effect on overall company profits will be

a.
$  75,000 higher


b.
$150,000 lower
c.
$300,000 lower


d.
$225.000 lower

e.
None of the above
SP $45 - $30 = $15 loss at 10,000 = $150,000

QUESTION II-C. 10 POINTS
Use the following information to calculate and answer the next 4 questions. (SHOW YOUR WORK)

Teresa’s Taco Co. had the following results during the most recent year: Sales $500,000; Residual income $5,000; total asset (investment) turnover 2.5; and a required rate of return of 15%.

13. The total assets were
a.
$1,250,000

b.
$75,000

c.
$170,000

d.
$200,000

e.
None of the above

total asset (investment) turnover 2.5 = sales / TA = $500,000 / 2.5 = $200,000
14. The operating (pretax) income was

a.
$30,500

b.
$192,500

c.
$35,000

d.
$16,250

e.
None of the above


OI  - required rate of return of 15% X TA $200,000 = Residual income $5,000; = $35,000
15. The return on assets was

a.
15.4%

b.
21.67%

c.
15.25%

d.
17.5%

e.
None of the above

ROA = OI/TA = $35,000 / $200,000 = 17.5%
16. The profit margin was

a.
7%

b.
6.1%

c.
38.5%

d.
3.25%

e.
None of the above

PM =OI / SALES = 35,000 / $500,000 = 7%
QUESTION III. 17.5 POINTS
Use the following information to calculate and answer the next 7 questions. (SHOW YOUR WORK)

January
February
March
April
Sales
$26,400
$23,100
$33,000
$25,000

Production in units
990
1,440
1,710
1,200

Sales are 30% cash and 70% on account, and 60% of credit sales are collected in the month of the sale.  In the month after the sale, 30% of credit sales are collected.  The remainder is collected two months after the sale.  It takes 4 pounds of direct material to produce a finished unit, and direct materials cost $5 per pound.  All direct materials purchases are on account, and are paid as follows: 40% in the month of the purchase, 50% the following month, and 10% in the second month following the purchase.  Ending direct materials inventory for each month is 40% of the next month’s production needs.  January’s beginning materials inventory is 1,080 pounds.  Suppose that both accounts receivable and accounts payable are zero at the beginning of January.

17. Total cash sales for the January – March quarter are 

a.
$69,135



b.
$62,700

c.
$24,750



d.
$49,500

e.
None of the above

Total cash sales for the January – March =Total SALES X 30% = $82,500 X .3 = $24,750

18. The accounts receivable balance at the end of March is

a.
$9,240



b.
$17,325

c.
$15,477



d.
$10,857

e.
None of the above

FEB 10%  + MAR 40% = $16,170 x .10 + $23,100 x .40 = $$10,857

OR LONG ANALYSIS

Total credit sales – collections = Ending Balance




J

F

M

A
M

Sales


$26,400

$23,100

$33,000

Credit sales 70%
$18,480

$16,170

$23,100

Collections
January
cs

$ 11,088
$ 5,544

$ 1,848

February cs



$9702

$ 4,841

$1,617



March cs





$13,860

$ 6,930
$2,310

A/R ENDING BLANCE = $1,617 + $ 6,930 + $2,310 = $10,857  
19. The ending direct materials inventory for March is

a.
1,920 pounds

b.
6,960 pounds

c.
2,736 pounds

d.
6,120 pounds

e.
None of the above








J

F

M

A
Production in units

990
1,440
1,710
1,200

Each unit needs 

4
        4

        4

         4

TR

3,960
     5,760
     6,840
      4,800


EI 40%
2,304
      2,736
     1,920
    


      TN
6,264
       8,496
      8,760

  - BI
1,080
       2,304
      2,736

TP

5,184
       6,192
       6,024
Cost per Unit $
$5
        $5

        $ 5


T-COSTS
$25,920
     30,960
      30,120
20. Material purchases for February are

a.
8,496 pounds

b.
6,192 pounds

c.
5,868 pounds

d.
5,328 pounds

e.
None of the above

21. Cash payments on account for February are

a.
$30,960



b.
$12,384

c.
$30,120



d.
$25,344
e.
None of the above





J

F

J 50%  + F 40% = $25,920 50%   +   30,960 40% = $25,344
22. The ending balance in accounts payable for March is 

a.
$30,120



b.
$65,832

c.
$18,072



d.
$21,168

e.
None of the above

F

M
A/P = F 10% + M 60%   =  30,960 10%  +  30,120 60% = $21,168
23. The net change in cash for the period January – March is

a.
$4,500 decrease


b.
$5,811 decrease
c.
$5,811 increase


d.
$1,222 decrease

e.
None of the above

Ending Cash balance in March = (T sales – EB a/r) – ( T Purchases – EB a/p)
T Sales =$26,400 + $23,100 + $33,000 = $82,500 – A/R $10,857 = 

$ 71,643

T- P- COSTS
=$25,920 + 30,960 + 30,120 = $87,000 – EB A/P $21,168 =    $ 65,832








Cash increase
   $  5,811

QUESTION IV-A. 7.5 POINTS
Use the following information to calculate and answer the next 3 questions. (SHOW YOUR WORK)
Bella, Inc. has operated for 2 years. During that time it produced 1,000 units in year 1 and 800 in year 2, while sales were 800 units in year 1 and 900 in year 2. Variable production costs were $8 per unit during both years. The company uses last-in, first-out (LIFO) for inventory costing. The absorption costing income statements for these 2 years were:



Year 1


Year 2

Sales

$16,000

$18,000

Less cost of goods sold:

Beginning inventory
$         0

$ 2,200

Product costs
11,000

9,400

Ending inventory
  (2,200)
    8,800
(1,100)
  10,500
Gross profit

7,200

7,500

Less operating expenses:

Variable
1,200

1,350

Fixed
  5,000
    6,200
  5,000
    6,350
Operating income

$  1,000

$  1,150
24. Cost of goods sold for year 1 using variable costing would be

a.
$6,400

b.
$8,800

c.
$8,000

d.
$7,600

e.
None of the above

Variable production costs $8 per unit X # of unit sold 800 units = $6,400 

25. Ending inventory for year 2 using variable costing would be

a.
$2,200

b.
$1,100

c.
$1,175

d.
$800

e.
None of the above

EI 100 units X $8 = $800
26. Operating income for year 2 using variable costing would be

a.
$1,000

b.
$1,600

c.
$2,050
d.
$1,450

e.
None of the above

FMC per unit ($11 - $8) = $3 X change in Inventory 100 units decrease = $300 + NI Abso. $1,150 =$1,450

QUESTION IV-B. 10 POINTS

Use the following information to calculate and answer the next 4 questions. (SHOW YOUR WORK)
Baylor, Inc. just finished its second year of operations. In the first year it produced 1,000 units and sold 400. The second year resulted in the same production level, but sales were 1,200 units. The variable costing income statements for both years are shown below:



Year 1


Year 2

Sales

$ 40,000

$120,000

Variable cost of goods sold
$22,000

$66,000

Variable selling and administration
       800
   22,800
    2,400
    68,400
Contribution margin

17,200

51,600

Fixed manufacturing overhead
30,000

30,000

Fixed selling and administration
  15,000
   45,000
  15,000
    45,000
Operating income

$(27,800)

$    6,600
27. The total product costs during year 1 using absorption would be

a. 
$67,000

b. 
$73,000

c. 
$82,000

d. 
$85,000

e.
None of the above

TVMC + TFMC = $22,000 / 400 units + $30,000 =$85,000
28. The operating income for year 1 using absorption costing would be

a. 
$6,000

b. 
$(9,000)

c.
$(9,800)

d.
$600

e.
None of the above

FMC per unit X 600 = $18,000 + (27,800) = ($9,800) loss 

29. The ending inventory for year 2 using absorption costing would be

a.
$51,000

b.
$34,000

c.
$22,000

d.
$17,000

400 units X cost per unit $85 = $34,000
30. The operating income for year 2 using absorption costing would be

a.
$(9,800)

b.
$600

c.
$(9,000)

d.
$6,000

e.
None of the above

FMC per unit X 200 = $6,000 - 6,600 = $600 

QUESTION V. 25 POINTS
Use the following information to calculate and answer the next 10 questions. (SHOW YOUR WORK)
Mason, Inc. uses a standard costing system.  Overhead costs are allocated based on direct labour hours. The standard variable manufacturing overhead and fixed manufacturing overhead rates are $1 and $5 per direct labour hour, respectively.  Data relevant for the current period include:

Direct materials purchased
50,000 lbs. @ $12 per lb.

Direct materials used
50,000 lbs.

Standard quantity of direct materials 
for actual production
45,000 lbs.

Direct materials standard price
$13 per lb.

Direct labour costs incurred
75,000 hours @ $12 per hour

Standard direct labour hours for 
actual production


78,000 hours

Standard direct labour cost per hour


$11 per hour

Variable manufacturing overhead costs incurred

$77,070

Fixed manufacturing overhead costs incurred

$381,920

Fixed manufacturing overhead budget


$400,000

31. The direct materials price  variance is

a.
$15,000 Unfavourable
b.
$15,000 Favourable
c.
$50,000 Favourable
d.
$50,000 Unfavourable
e.
None of the above

TADMC 50,000 X $12 = $600,000     50,000Ibs X SP $13 =$650,000      FB 45,000 X $13= $585,000

$600,000 - =$650,000   = $50,000 Favourable
32. The direct materials efficiency (quantity) variance is

a.
$60,000 Favourable
b.
$60,000 Unfavourable
c.
$65,000 Favourable
d.
$65,000 Unfavourable
e.
None of the above

=$650,000      - $585,000 = $65,000 Unfavourable
33. The direct labour price variance is

a.
$30,000 Favourable
b.
$30,000 Unfavourable
c.
$75,000 Unfavourable
d.
$78,000 Unfavourable
e.
None of the above
TADLC 75,000 hrs X$12 = $900,000    75,000 hrs X SR $11 =$825,000      FB 78,000 X $11= $858,000

$900,000 - $825,000   = $75,000 Unfavourable
34. The direct labour efficiency (quantity) variance is

a.
$33,000 Favourable
b.
$33,000 Unfavourable
c.
$75,000 Unfavourable
d.
$42,000 Unfavourable
e.
None of the above

=$825,000   -   FB 78,000 X $11= $33,000 Favourable
35. The variable overhead spending variance is

a.
$930 Favourable
b.
$2,070 Unfavourable
c.
$33,000 Unfavourable
d.
$33,000 favourable
e.
None of the above

TASP $77,070 - 75,000 hrs X $1 =   $2,070 Unfavourable
36. The variable overhead efficiency variance is

a.
$930 Favourable
b.
$2,070 Unfavourable
c.
$3,000 Unfavourable
d.
$3,000 Favourable

e.    None of the above


75,000 hrs X $1 – 78,000 hrs X $1 = $3,000 Favourable

37. The fixed overhead budget (spending)variance is

a.
$8,080 Favourable
b.
$18,080 Favourable
c.
$10,000 Unfavourable
d.
$33,000 Unfavourable
e.
None of the above

Fixed manufacturing overhead costs incurred

$381,920

Fixed manufacturing overhead budget


$400,000










$18,080 Favourable
38. The fixed  overhead production volume  variance is

a.
$8,080 Favourable
b.
$18,080 Favourable
c.
$10,000 Unfavourable
d.
$33,000 Unfavourable
e.
None of the above

Fixed manufacturing overhead budget


$400,000


FB  78,000 hrs X $5




$390,000










$10,000 Unfavourable
39. The total controllable  overhead  variance is

a.
$9, 010 Favourable
b.
$930 Favourable
c.
$19,010 Favourable
d.
$9,010 Unfavourable

e.    None of the above


TBVOH + TFSP = ($2,070 Unf + $3,000 F) +$18,080 F =$19,010 F
40. The under-applied (over-applied)  overhead  variance is

a.
$9, 010 over-applied 

b.
$930 over-applied
c.
$19,010 over-applied 

d.
$9,010 under-applied

e.    None of the above

The total controllable overhead variance 
=$19,010 F
+ 

The fixed overhead production volume variance   $10,000 Unf






   $ 9, 010 over-applied

OR

TV-FOH $ 77,070

TF-FOH $381,920   
  $458,990
TV- FOH FB  $  78,000

TF-FOH-FB   $390,000  $ 468,000





    $ 9, 010 over-applied 

Answers
1. D
2. C

3. A

4. B

5. A

6. C
7. B

8. B

9. A

10. B

11. A

12. B

13. D
14. C
15. D
16. A
17. C

18. D

19. A

20. B

21. D

22. D

23. C

24. A
25. D

26. D

27. D

28. C

29. B

30. B

31. C
32. D

33. C

34. A

35. B

36. D

37. B

38. C

39. C

40. A
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