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Quiz #1
ADM 2341M		Managerial Accounting

January 28, 2015

Professor:  Robert Bergquist	DURATION:  30 minutes

GRADE MASTER

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. 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.
2. Limit your answer to the space provided.  Indicate if you use the back of a page.
3. The use of standard abbreviations (for example, TC for Total Costs, VC for Variable Costs) is quite acceptable.
4. Please do not ask the invigilators questions.  Make reasonable assumptions where necessary.
5. Language dictionaries are allowed.
6. The use of electronic communication devices such as cell phones is strictly prohibited during the exam.  Sharing of calculators is also strictly prohibited.
7. YOU MUST SIGN IN THE Statement of Academic Integrity BOX ABOVE.
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MULTIPLE CHOICE – 20 marks (2 marks each)

Circle the best answer for each of the following:

1.	What would be an example of a performance report? 

A	An income statement reporting actual results for the past month.
B	An income statement showing the amounts budgeted for the past month.
C	A balance sheet showing the actual financial position at the end of the past month.
D	A production report showing budgeted and actual production for the past month.
 


2.	For a manufacturing company, which of the following is an example of a period rather than a product cost? 

A.	Depreciation of factory equipment.
B.	Wages of salespersons.
C.	Wages of machine operators.
D.	Insurance on factory equipment.
 

 
3.	Which of the following would be considered a product cost for external financial reporting purposes? 

A.	Cost of a warehouse used to store finished goods.
B.	Cost of guided public tours through the company's facilities.
C.	Cost of travel necessary to sell the manufactured product.
D.	Cost of sand spread on the factory floor to absorb oil from manufacturing machines.
 

4.	What does manufacturing overhead cost consist of? 

A.	All manufacturing costs.
B.	All manufacturing costs, EXCEPT direct materials and direct labour.
C.	Indirect materials but NOT indirect labour.
D.	Indirect labour but NOT indirect materials.
 
5.	Which of the following is an example of a committed fixed cost?

A.	A training program for salespersons.
B.	Executive travel expenses.
C.	Property taxes on the factory building.
D.	New product research and development.
 
 
6.	Within the relevant range of activity, how will variable cost per unit behave? 

A.	It will increase in proportion with the level of activity.
B.	It will remain constant.
C.	It will vary inversely with the level of activity.
D.	Its behaviour cannot be determined without additional information.


7.	Contribution margin is the excess of revenues over which of the following? 

A.	Cost of goods sold.
B.	Manufacturing cost.
C.	All direct costs.
D.	All variable costs.
8.	The TARGET store in your home town is one of many TARGET department stores across the province.	Some of the costs associated with the store in your home town last month appear below:
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The Music Department is one of many departments in the home town store.	The direct costs of the Music Department total: 

Calculations:
120000+8000+9000=137000




A.	$137,000
B.	$78,000
C.	$97,000
D.	$209,000

9.	Given the cost formula Y = $12,000 + $6X, what is the total cost at an activity level of 8,000 units? 
Calculations:

12000 + 6x8,000 = 60,000



A.	$12,000.
B.	$20,000.
C.	$48,000.
D.	$60,000.

 10.	The following data pertain to activity and utilities costs for two recent years:
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Using the high-low method, what is the variable cost per unit for utilities? 

Calculations:
Change in costs = 15-12 = 3,000
Change in activity = 4,000
VC = $0.75 per unit

A.	$1.25 per unit.
B.	$1.50 per unit.
C.	$1.33 per unit.
D.	$0.75 per unit.
SHORT PROBLEMS
Question 1 – 4 marks
The following data pertain to activity and costs for two months:
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Assuming that these activity levels are within the relevant range, complete the table for November: 
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Question 2 – 6 Marks (2 marks each)
[bookmark: OLE_LINK1]At a sales level of $300,000, James Company's gross margin is $15,000 less than its contribution margin, its operating income is $50,000, and its total selling and administrative expenses are $120,000. 

Required:  At this level of sales, answer the following questions:
What is the Gross Margin?

GM = OI + S&A = 50,000 + 120,000 = 170,000

Gross Margin:__$170,000___

What is the Contribution Margin?

CM = 170,000 + 15,000 = 185,000

Contribution Margin:___$185,000___

What are the total Fixed Costs?

If CM = $185,000 and OI = $50,000,. FC = 185,0000-50,000 = 135,000

Fixed Costs:___$135,000_




Question 3 – 15 marks
The 4 x 4 Shop is a large retailer of equipment for pickup trucks. An income statement for the company's Bed Liner Department for the most recent quarter is presented below:

The 4 x 4 Shop
Income Statement—Liner Department
For the First Quarter of Current Year

Sales			$700,000
Less: Cost of goods sold			  250,000
Gross Margin			$450,000
Less:  Operating expenses:
Selling expenses		$195,000
Administrative expenses		  145,000	  340,000
Net Income			 $110,000

The liners sell, on average, for $350 each.	The department's variable selling expenses are $35 per liner sold.	The remaining selling expenses are fixed.	The administrative expenses are 25% variable and 75% fixed.	The company purchases its liners from a supplier at a cost of $125 per liner.

Required:
Prepare an income statement for the quarter, using the contribution approach.	
 
The 4 x 4 Shop
Income Statement—Liner Department
For the First Quarter of Current Year
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Question 4 – 10 marks
[image: ]                                                               COMPLETED STATEMENTS
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Use the incomplete statements above to compute: (2 MARKS EACH)
(a) Cost of goods sold.	   $217,000
(b) Finished goods inventory at September 30.   $117,000
(c) Work-in-process inventory at September 30.     $7,000
(d) Raw materials inventory at September 30.	       $31,000
(e) Total manufacturing overhead.	       $72,000

ADM2341M	QUIZ #1	Page1 of 6

image2.emf
Music Department Cost of Sales 120,000 $ 

Other Department Salaries 62,000      

Store Manager's Salary 16,000      

Music Department Sales Commissions 8,000        

Store Utilities 13,000      

Music Department Manager's Salary 9,000        

Store Lease Cost 11,000      

Store Janatorial Costs 11,000      

Other Store Costs 98,000      
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Year 2 Year 1

Activity Level in Units 12,000      8,000       

Utilities Cost 15,000 $  12,000 $ 
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October November

Activity level in units 5,000        10,000     

Variable costs 10,000 $ 

?

Fixed costs 30,000     

?

Mixed costs 20,000     

?

Total costs 60,000 $  75,000 $ 
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October November

marks

Activity level in units 5,000        10,000     

Variable costs 10,000 $  20,000 $ 

1

Fixed costs 30,000      30,000     

1

Mixed costs 20,000      25,000     

2

Total costs 60,000 $  75,000 $ 


image6.emf
marks

Sales

$700,000

1

Variable Expenses:

COGS

$250,000

2

Selling 

70,000      

2

Admin

36,250      

2

Total Variable

356,250   

Contribution Margin

$343,750

2

Fixed:

Selling 

$125,000

2

Admin

108,750    

2

Total Fixed

$233,750

1

Operating Income

$110,000

1
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Direct material used:

Inventory, Sept. 1 24,000 $     

Purchases 102,000      

Raw Material Available 126,000 $   

Inventory, Sept. 30 31,000 $    

Direct material used: 95,000 $     

Direct Labour 67,000         

Manufacturing overhead 72,000 $    

Total Manufacturing Costs 234,000 $   

Work-In-Process, Sept 1 6,000           

Total Cost of Work-in-process 240,000 $  

Work-In-Process, Sept 30 7,000 $       

Cost of Goods Manufactured 233,000 $   

MARCHANT MANUFACTURING

Schedule of Cost of Goods Manuafactured
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Sales 344,000 $   

Cost of Goods Sold:

Finished Goods, Sept 1 101,000 $  

Cost of Goods Manufactured 233,000     

Finished Goods Available for Sale 334,000 $ 

Finished Goods, Sept 30 117,000     

Cost of Goods Sold 217,000     

Gross margin 127,000 $   

Administrative expenses 41,000 $    

Selling expenses 56,000         97,000         

Net income 30,000 $     

MARCHANT MANUFACTURING

Income Statement
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DESCRIPTION POSSIBLE GRADE

Multiple Choice 20

Question 1 4

Question 2 6

Question 3 15

Question 4 10

TOTAL 55


