CHAPTER 2
Question 1

Correct answer.	Your answer is correct.
 	 
Both direct material cost and indirect material cost are product costs.

Entry field with correct answer
	True
	False

Question 2
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Raw materials are equal to direct materials.

[image: Entry field with correct answer]
	
	True



	
	False



Question 3
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


The total cost of a finished product generally contains equal amounts of material, labour, and manufacturing overhead costs.

[image: Entry field with correct answer]
	
	True



	
	False



Question 4
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	Your answer is correct.

	 
	 


Indirect materials and indirect labour are both period costs.

[image: Entry field with correct answer]
	
	True



	
	False

	
Question 5
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	Your answer is correct.

	 
	 


Product costs are inventoriable costs.

[image: Entry field with correct answer]
	
	True



	
	False



	



Question 6
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	Your answer is correct.

	 
	 


Fixed costs appear to vary on a per-unit basis but are fixed in total.

[image: Entry field with correct answer]
	
	True



	
	False



Question 7
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]
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	Your answer is correct.

	 
	 


Within the relevant range a valid argument can be made for the assumption of linearity of variable costs.

[image: Entry field with correct answer]
	
	True



	
	False



Question 8
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]
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	Your answer is correct.

	 
	 


The relevant range is reflective of the relevant range of products a company offers to its customers.

[image: Entry field with correct answer]
	
	True



	
	False




Question 9
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


An electricity bill is an example of mixed costs. The fixed portion represents the cost of having the service available and the variable cost is reflective of actual customer usage.

[image: Entry field with correct answer]
	
	True



	
	False

	
Question 10
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


The high-low method is a quick means of separating fixed and variable costs.

[image: Entry field with correct answer]
	
	True



	
	False



	



Question 11
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 


In which of the following categories do indirect materials belong?
	
	Product
Cost
	Manufacturing
Overhead
	Period
Cost



[image: Entry field with incorrect answer]
	
		No
	No
	Yes






	
		Yes
	No
	No






	
		Yes
	Yes
	No






	
		Yes
	Yes
	Yes






Question 12
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 


Which one of the following costs would be included in manufacturing overhead of a lawn mower manufacturer?

[image: Entry field with incorrect answer]
	
	the cost of the wheels



	
	the cost of the fuel lines that run from the motor to the gas tank



	
	depreciation on the testing equipment



	
	the wages earned by motor assemblers




Question 13
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


For 2016, Sparkman Company has cost of goods manufactured of $500,000, beginning finished goods inventory of $25,000, and ending finished goods inventory of $20,000. How much is cost of goods sold?

[image: Entry field with correct answer]
	
	$505,000



	
	$495,000



	
	$545,000



	
	$455,000



Question 14
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which one of the following would not be classified as manufacturing overhead?

[image: Entry field with correct answer]
	
	indirect materials



	
	insurance on factory building



	
	indirect labour



	
	direct materials



Question 15
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


A company uses sandpaper in its production process. How is the cost of the sandpaper classified?

[image: Entry field with correct answer]
	
	an insignificant expense that can be ignored



	
	a direct material



	
	a period cost



	
	a product cost




Question 16
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 


Which one of the following is not a manufacturing cost?

[image: Entry field with incorrect answer]
	
	advertising costs



	
	cost of goods sold



	
	manufacturing overhead



	
	direct materials



Question 17
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	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 


Which one of the following is not another name for the term manufacturing overhead?

[image: Entry field with incorrect answer]
	
	period costs



	
	factory overhead



	
	indirect manufacturing costs



	
	burden



Question 18
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


A company incurred manufacturing costs that were product costs, but they are not classified as either direct materials or direct labour. What are these called?

[image: Entry field with correct answer]
	
	manufacturing overhead



	
	selling and administrative expenses



	
	period costs



	
	marketing costs

	
Question 19
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Zirk, Inc. incurred cost of goods manufactured totalling $700,000, manufacturing overhead of $320,000, and direct materials totalling $40,000. How much is the amount of direct labour?

[image: Entry field with correct answer]
	
	Cannot be determined from the information provided.



	
	$340,000



	
	$660,000



	
	$700,000



	



Question 20
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 


Which of the following are period costs?

[image: Entry field with incorrect answer]
	
	income taxes and indirect materials



	
	selling and administrative expenses



	
	indirect labour



	
	advertising and factory depreciation



Question 21
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Where would you expect to find depreciation on factory equipment?

[image: Entry field with correct answer]
	
	included with Depreciation Expense on the Income Statement



	
	in the manufacturing overhead section of the costs of goods manufactured schedule



	
	only on the Income Statement as part of cost of goods sold



	
	as a period cost in the operating expense section of the Income Statement




Question 22
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which one of the following is an example of a period cost?

[image: Entry field with correct answer]
	
	a change in benefits for the union workers who work in the Toronto plant of a Fortune 1000 manufacturer



	
	workers’ compensation insurance on factory workers wages allocated to the factory



	
	a processor used to produce computers



	
	a manager’s salary for work performed in the corporate head office



Question 23
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	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 


A company loses its opening financial records in a fire. During the following year, it incurred costs of production of $250,000 and sold $300,000 in merchandise. It took an inventory count and found that it had $100,000 in product on hand. What should the company’s opening inventory show before the fire?

[image: Entry field with incorrect answer]
	
	$50,000



	
	$100,000



	
	$150,000



	
	Cannot be determined from the above information.



Question 24
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which of the following would most likely be considered direct labour?

[image: Entry field with correct answer]
	
	a worker installing components in a computer



	
	a maintenance worker



	
	a security guard



	
	a sales person

	
Question 25
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	Your answer is correct.

	 
	 


The cost of the management accountant working in the front office of a company is a

[image: Entry field with correct answer]
	
	direct, variable, product cost.



	
	fixed period cost.



	
	fixed product cost.



	
	indirect period cost.



	



Question 26
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	Your answer is correct.

	 
	 


Which of the following would most likely be considered direct material?

[image: Entry field with correct answer]
	
	wood used to make a chair



	
	lubrication for factory machines



	
	glue used to make a chair



	
	cleaning products used in a factory


Question 27
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	Your answer is correct.

	 
	 


The high-low method

[image: Entry field with correct answer]
	
	is a useful means of predicting the highest cost a company will incur in the operating period.



	
	is a useful means of separating fixed and variable elements from a mixed cost.



	
	is more time-consuming than the scatter diagram method.



	
	is more complex than the use of linear regression analysis.



Question 28
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	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 



	
	Month
	# Machine
Hours (X)
	Maintenance
Costs (Y)

	
	Jan
	3,000
	$440

	
	Feb
	4,500
	$690

	
	Mar
	8,000
	$510

	
	Apr
	7,000
	$600

	
	May
	6,000
	$550

	
	Jun
	9,000
	$980

	
	Jul
	3,500
	$840

	
	Aug
	5,500
	$600




Using the high-low method, what is the slope for this set of data?

[image: Entry field with incorrect answer]
	
	$9



	
	$0.09



	
	$11.11



	
	$540



Question 29
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	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 



	
	Month
	# Machine
Hours (X)
	Maintenance
Costs (Y)

	
	Jan
	3,000
	$440

	
	Feb
	4,500
	$690

	
	Mar
	8,000
	$510

	
	Apr
	7,000
	$600

	
	May
	6,000
	$550

	
	Jun
	9,000
	$980

	
	Jul
	3,500
	$840

	
	Aug
	5,500
	$600




What does the slope represent?

[image: Entry field with incorrect answer]
	
	the rate at which the X variable changes as a result of the Y variable



	
	the rate at which the Y variable changes as a result of the X variable



	
	the rate at which the dependent variable changes as a result of the fixed cost component



	
	the rate at which the independent variable changes as a result of changes in the dependent variable




Question 30
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	[image: Correct answer.]
	Your answer is correct.

	 
	 



	
	Month
	# Machine
Hours (X)
	Maintenance
Costs (Y)

	
	Jan
	3,000
	$440

	
	Feb
	4,500
	$690

	
	Mar
	8,000
	$510

	
	Apr
	7,000
	$600

	
	May
	6,000
	$550

	
	Jun
	9,000
	$980

	
	Jul
	3,500
	$840

	
	Aug
	5,500
	$600




What is the equation of the line using the high-low method and this data?

[image: Entry field with correct answer]
	
	$980 = 170 + (0.09X)



	
	Y = $170 + (0.09 x 9,000)



	
	Y = 170+ ($0.09 X)



	
	X = 170+ ($0. 09 Y)


.

[bookmark: _GoBack]Question 31   
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	[image: Correct answer.]
	Your answer is correct.

	 
	 


Indicate whether each of the following costs of an automobile manufacturer would be classified as direct materials, direct labour, or manufacturing overhead:
	(a)
	
	[image: Entry field with correct answer]
	
	Windshield

	(b)
	
	[image: Entry field with correct answer]
	
	Engine

	(c)
	
	[image: Entry field with correct answer]
	
	Wages of assembly-line workers

	(d)
	
	[image: Entry field with correct answer]
	
	Depreciation of factory machinery

	(e)
	
	[image: Entry field with correct answer]
	
	Factory machinery lubricants

	(f)
	
	[image: Entry field with correct answer]
	
	Tires

	(g)
	
	[image: Entry field with correct answer]
	
	Steering wheel

	(h)
	
	[image: Entry field with correct answer]
	
	Salary of painting supervisor



Question 32  
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	Your answer is correct.

	 
	 


Identify whether each of the following costs should be classified as product costs or period costs.
	(a)
	
	[image: Entry field with correct answer]
	
	Manufacturing overhead

	(b)
	
	[image: Entry field with correct answer]
	
	Selling expenses

	(c)
	
	[image: Entry field with correct answer]
	
	Administrative expenses

	(d)
	
	[image: Entry field with correct answer]
	
	Direct labour

	(e)
	
	[image: Entry field with correct answer]
	
	Advertising expenses

	(f)
	
	[image: Entry field with correct answer]
	
	Direct material





			Question 34   
Last night, the sprinkler system at Plant A was accidentally set off. The ensuing deluge destroyed most of the cost records in Plant A for the month just completed (May). The plant manager has come to you in a panic—he has to complete his report for head office by the end of today. He wants you to give him the numbers he needs for his report. He can provide you with some fragments of information he has been able to salvage:
	Raw materials:
	
	Beginning
	
	$24,500
	

	
	
	Ending
	
	55,400
	

	Work in process:
	
	Beginning
	
	15,000
	

	Finished goods:
	
	sold in May
	
	403,600
	

	
	
	Ending
	
	50,600
	

	Manufacturing overhead:
	
	Beginning
	
	0
	

	Accrued wages payable:
	
	Beginning
	
	11,000
	

	
	
	Ending
	
	19,900
	



Other information:
	1.
	Total direct materials requisitions for the month were $181,000.

	2.
	A total of 9,600 direct labour hours were worked during the month at an average wage of $15/hour.

	3.
	Manufacturing overheads of $102,200 were incurred during the period.

	4.
	On May 31, the ending inventory of work in process is $5,500.



Calculate the following:
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	Your answer is correct.

	 
	 


The material purchases during May.
	Material purchased
	$[image: Entry field with correct answer]

	




	SHOW SOLUTION
SHOW ANSWER

	LINK TO TEXT
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	Your answer is correct.

	 
	 


The amount paid to the labour force in May.
	Amount paid to the labour force
	
	$[image: Entry field with correct answer]

	




	SHOW SOLUTION
SHOW ANSWER

	LINK TO TEXT
LINK TO TEXT
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	Your answer is correct.

	 
	 


The cost of goods transferred from work in process inventory to finished goods inventory in May.
	Cost of goods transferred from work in process inventory to finished goods inventory
	
	$[image: Entry field with correct answer]
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	Your answer is correct.

	 
	 


The cost of finished goods inventory at the beginning of May.
	Cost of finished goods inventory
	
	$[image: Entry field with correct answer]













Question 33   
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	Your answer is correct.

	 
	 


An incomplete cost of goods manufactured schedule is presented below for Cepeda Manufacturing Company for the year ended December 2016:

Complete the cost of goods manufactured schedule for Cepeda Manufacturing Company.
	CEPEDA MANUFACTURING COMPANY
Cost of Goods Manufactured Schedule 
For the Year Ended December 31, 2016

	Work in process (1/1)
	
	
	
	
	
	$218,500
	

	Direct materials
	
	
	
	
	
	
	

	       Raw materials inventory (1/1)
	
	$[image: Entry field with correct answer]
	
	
	
	
	

	       Add: Raw materials purchases
	
	$166,000
	
	
	
	
	

	       Total raw materials available for use
	
	[image: Entry field with correct answer]
	
	
	
	
	

	       Less: Raw materials inventory (12/31)
	
	18,400
	
	
	
	
	

	Direct materials used
	
	
	
	$188,000
	
	
	

	Direct labour
	
	
	
	[image: Entry field with correct answer]
	
	
	

	Manufacturing overhead
	
	
	
	
	
	
	

	       Indirect labour
	
	$15,700
	
	
	
	
	

	       Factory depreciation
	
	36,600
	
	
	
	
	

	       Factory utilities
	
	68,000
	
	
	
	
	

	       Total manufacturing overhead

	
	
	
	120,300
	
	
	

	Total manufacturing costs
	
	
	
	
	
	[image: Entry field with correct answer]
	

	Total cost of work in process
	
	
	
	
	
	[image: Entry field with correct answer]
	

	Less: Work in process (12/31)
	
	
	
	
	
	80,300
	

	Cost of goods manufactured
	
	
	
	
	
	$550,300
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