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Quiz #1 GRADING MASTER


ADM 2341B
Managerial Accounting

September 25, 2014

Professor:  Robert Bergquist	DURATION:  40 minutes

NAME:  __________________________________________

STUDENT #:  ________________________

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. Budget about 1.4 minutes per mark.  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.

MULTIPLE CHOICE	/30
QUESTION 2	/15
QUESTION 3	/20
TOTAL	/65




MULTIPLE CHOICE – 30 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.	Which of the following best describes the function of managerial accounting within an organization? 

A	It has its primary emphasis on the future.
B	It is required by regulatory bodies such as the Ontario Securities Commission.
C	It focuses on the organization as a whole, rather than on the organization's segments.
D	It places more emphasis on precision of data than financial accounting does.
 

3.	Samantha Galloway is a managerial accountant in the accounting department of Mustang Industries, Inc. Samantha has just discovered evidence that some of the corporation's marketing managers have been wrongfully inflating their expense reports in order to obtain higher reimbursements from the firm. According to the Institute of Management Accountants' Standards of Ethical Conduct, what should Samantha do upon discovering this evidence? 

A	Notify the controller.
B	Notify the marketing managers involved.
C	Notify the president of the corporation.
D	Ignore the evidence because she is not part of the Marketing Department.
 

4.	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.
 

 
5.	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.
 


6.	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.
 

7.	The Zellers store in your home town is one of many Zeller's 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 Shoe Department is one of many departments in the home town store.	The direct costs of the Shoe Department total: 

Calculations:

$80,000 + 8,000 + 9,000 = $97,000




A.	$80,000
B.	$88,000
C.	$97,000
D.	$108,000


8.	During the month of May, Bennett Manufacturing Company purchases $43,000 of raw materials. The manufacturing overhead totals $27,000 and the total manufacturing costs are $106,000.	Assuming a beginning inventory of raw materials of $8,000 and an ending inventory of raw materials of $6,000, what must be the total for direct labour? 
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Calculations:

106000-45000-27000 = 34,000



A.	$34,000.
B.	$38,000.
C.	$36,000.
D.	$45,000.



9.	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.
 
 
10.	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.


11.	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.
 

12.	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, what were the mixed costs for November? 
Calculations:

75,000 – (2 X 10,000) -30,000 = 25,000




A.	$20,000.
B.	$25,000.
C.	$35,000.
D.	$40,000.
 



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

12,000 + 6x8,000 = 60,000



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

14.	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? 


COST
ACTIVITY
HIGH
15000
12000
LOW
12000
8000
CHANGE
3000
4000
VC
0.75



Calculations:





A.	$1.25 per unit.
B.	$1.50 per unit.
C.	$1.33 per unit.
D.	$0.75 per unit.
 
15.	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. At this sales level, what is the company's contribution margin? 

Calculations:
GM = 50,000 + 120,000 = 170,000.

CM = 170000 + 15000 = 185,000


A.	$155,000.
B.	$170,000.
C.	$185,000.
D.	$250,000.


PART II—35 marks
Question 1 – 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 2 – 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.

	This can be difficult to mark.  Essentially one mark for each correct answer OR deduct one mark for each incorrect.  Be consistent and do what’s best for the student’s grade.  If someone fills in every spot give them 0!

	Opportunity
Cost
	Sunk
Cost
	Variable
Cost
	Fixed
Cost
	Product
Cost
	Selling & Admin
Cost
	Differential
Cost*

	Garage 
Rent
	
	
	
	Χ
	Χ
	
	Χ

	
Utilities
	
	
	
	[bookmark: _GoBack]Χ
	Χ
	
	Χ

	Cost of the industrial design course
	
	Χ
	
	
	
	
	

	Equipment 
  rented
	
	
	
	Χ
	Χ
	
	Χ

	Material 
cost
	
	
	Χ
	
	Χ
	
	Χ

	Labour 
cost
	
	
	Χ
	
	Χ
	
	Χ

	Present 
salary
	Χ
	
	
	
	
	
	Χ

	
Advertising
	
	
	
	Χ
	
	Χ
	Χ



*Differential between the alternatives of going into business to make the device or not going into business to make the device.
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Sales 700,000 $    1 mk

Variable Expenses:

COGS 250,000 $   2 mks

Variable Selling 70,000        3 mks 35 * (700000/350)

Variable Admin 36,250        356,250       3 mks .25 * 145000

Cont Margin 343,750 $    2 mks

Fixed Expenses:

Selling 125,000 $    1 mk 195000-70000

Admin 108,750       233,750       1 mk 145 * .75

Op Income 110,000 $     2 mk
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