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QUIZ #1
ADM 2341 D  -  Managerial Accounting

Fall 2014
Prof. Marc Tassé, MBA,CPA,CA





Time:
45 mins
Student Name: _________________________________

Student #: _____________________________________

	***READ THE INSTRUCTIONS CAREFULLY***

	1. Make sure you enter your student ID# and your name.

2. The exam is to be done on this exam paper. 

3. Non-programmable calculators are permitted, but you cannot share calculators.

4. Books, notes and scrap paper are not permitted. 

5. Please do not ask the professor or the invigilator to explain or interpret questions.

6. Show your calculations clearly where necessary.

7. There is one blank page at the back of this exam for your rough work. It will not be graded.


	SCORE
	


	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 text on 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. 


QUESTION 1 (20 pts)

Best Inc. a small manufacturer has submitted the items below concerning last year's operations. The president's secretary, trying to be helpful, has alphabetized the list.

	 Administrative salaries
	$  2,400

	 Advertising expense
	$  1,200

	 Depreciation — factory building
	$     800

	 Depreciation — factory equipment
	$  1,600

	 Depreciation — office equipment
	$     180

	 Direct labour cost
	$21,900

	 Raw materials inventory, beginning
	$  2,100

	 Raw materials inventory, ending
	$  3,200

	 Finished goods inventory, beginning
	$46,980

	 Finished goods inventory, ending
	$44,410

	 General liability insurance expense
	$     240

	 Indirect labour cost
	$11,800

	 Insurance on factory
	$  1,400

	 Purchases of raw materials
	$14,600

	 Repairs and maintenance of factory
	$     900

	 Sales salaries
	$  2,000

	 Taxes on factory
	$     450

	 Travel and entertainment expense
	$  1,410

	 Work-in-process inventory, beginning
	$  1,670

	 Work-in-process inventory, ending
	$  1,110


Required:

a.) Prepare a schedule of cost of goods manufactured in good form for the year.

b.) Determine the cost of goods sold for the year.
a)

BEST COMPANY

Schedule of Cost of Goods Manufactured

Raw materials used:







   Beginning inventory





$  2,100  1PT
   Purchases






$14,600  1PT
      Available






$16,700  1PT
   Less ending inventory




$  3,200  1PT
$13,500

Direct Labor








$21,900  1PT
Manufacturing Overhead:

   Depreciation – factory building



$     800  1PT
   Depreciation – factory equipment 



$  1,600  1PT
   Indirect labor cost





$11,800  1PT
   Insurance on factory





$  1,400  1PT
   Repairs and maintenance 




$     900  1PT
   Taxes on factory





$     450  1PT
$16,950
      Total manufacturing cost






$52,350
Add work in process inventory, beginning 




$  1,670  1PT










$54,020  1PT
Less work in process inventory, ending




$  1,110  1PT
Cost of goods manufactured






$52,910  1PT
b)

Finished goods inventory, beginning



$46,980  1PT
Cost of goods manufactured (above)



$52,910  1PT
Available for sale





$99,890  1PT
Less finished goods inventory, ending


$44,410  1PT
Cost of goods sold





$55,480  1PT
QUESTION 2 (20 pts)
Fast has decided to use the contribution approach to the income statement internally for planning purposes.  The company has analyzed its expenses and developed the following cost formulas:

	Cost
	Cost Formula

	Cost of goods sold

Advertising expense

Sales commissions

Administrative salaries

Shipping expense

Depreciation expense
	$30 per unit sold

$170,000 per quarter

5% of sales

$80,000 per quarter

?

$50,000 per quarter


Management has concluded that shipping expense is a mixed cost, containing both variable and fixed cost elements.  Units sold and the related shipping expense over the last eight quarters are given below:

	Quarter
	Units Sold

(000)
	Shipping Expense

	Year 1:

  First

  Second

  Third

  Fourth

Year 2:

  First

  Second

  Third

  Fourth
	16

18

23

19

17

20

25

22
	$160,000

175,000

210,000

180,000

170,000

190,000

230,000

205,000


Management would like a cost formula derived for shipping expense so that a budgeted income statement using the contribution approach can be prepared for the next quarter.

Required:

1. Using the high-low method, estimate a cost formula for shipping expense.  (Since the Units Sold above are in thousands of units, the variable cost you compute will also be in thousands of units.  It can be left in this form, or you can convert your variable cost to a per unit basis by dividing it by 1,000.)

(230,000$ - 160,000$) / (25,000 – 16,000) = 7.78$   2 PTS
 230,000$ - (25,000 * 7.78$) = 35,500$   2 PTS
Y = 35,500$ + 7.78$ X   1 PT
ABC Company

Income Statement

Contribution Format

For the first quarter of Year 3 
Sales
(21,000 * 50$)






1,050,000 $1 PT
Variable Costs:


COGS   (21,000 * 30$)


630,000 $2 PTS

Sales commissions   (1,050,000 $ * 5%)
  52,5002 PTS

Shipping   (21,000 * 7.78$)


163,3802 PTS
   845,8801 PT
Contribution Margin





   204,120 1 PT
Fixed Costs:


Advertising




170,0001 PT

Administrative salaries


  80,0001 PT

Depreciation




  50,0001 PT

Shipping




  35,5001 PT
   335,5001 PT
Net Loss







(131,380) 1 PT
