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ADM2341 Managerial Accounting Fall 2018   SOLUTION
Midterm Exam
Duration: 180 minutes
	
	√ Check

	Section
	

	A  (Fodil Adjaoud)
	

	B  (Fodil Adjaoud)
	

	C (Bruce Millar)
	

	D (Rimma Pilat-Riches)
	

	E (Andrew Kerandi)
	


	                                                                           NAME...........................................................................                              
STUDENT #...........................................................................
 SEAT #.........................................................................
                                                   
                                                       TOTAL……………/80 POINTS



Question 1 (20 POINTS)

SUMMARY OF YOUR ANSWERS: PLEASE WRITE THE LETTER YOU HAVE CHOSEN FOR EACH QUESTION

	1 B
	5 C
	9 C
	11 D
	14 B

	2 D
	6 D
	10 D
	12 B
	15 A

	3 C
	7 A
	
	13 D
	

	4 B
	8 E
	
	
	



		Question 2/14points

	[bookmark: _GoBack]
	
	
	

	1. Scheducle of COGM
	
	
	

	
	
	
	
	

	DM used
	
	240000
	1
	

	BI
	50000
	
	
	

	Purchases
	210000
	
	
	

	EI
	20000
	
	1
	

	
	
	
	
	

	DL
	
	160000
	1
	

	MOH
	
	219000
	1
	

	Rent
	75000
	
	0.5
	

	Supplies-factory
	100000
	
	
	

	  Depreciation
	44000
	
	0.5
	

	total
	
	619000
	
	

	BIWIP
	25000
	
	
	

	EIWIP
	10000
	15000
	
	

	COGM
	
	634000
	1
	

	production
	
	25000
	1
	

	COGM unit
	
	25.36
	
	

	
	
	
	
	

	2. Income statement
	
	
	

	
	
	
	
	

	Sales
	
	880000
	
	

	COGS
	
	528000
	0.5
	

	  BI
	20800
	
	1
	

	  COGM
	634000
	
	0.5
	

	  EI
	126800
	
	1
	

	GM
	
	352000
	0.5
	

	S&A expenses
	
	
	
	

	
	
	
	
	

	  Office salaries
	83000
	
	0.5
	

	Sales commissions
	110000
	
	1
	

	depreciation
	44000
	237000
	1
	

	NI
	
	115000
	0.5
	

	
	
	
	
	

	Production
	25000
	
	       
	

	Sales
	22000
	
	     0.50
	



	
	
	
	

	
	
	
	
	

	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



QUESTION 3 – (14 points) 
1. Using the high-low method, state the cost function for each expense/cost. Is the expense/cost variable, fixed or mixed?
Analysis of mixed expenses: 1 mark
	
	Units
	Salaries

	High level
	5,000
	$128,000

	Low level
	4,000
	$112,000

	Change
	1,000
	$  16,000


  
Variable cost element:
Variable rate = change in cost/change in activity
Salaries: $16,000/1,000 units = $16 per unit (1 mark)

Fixed cost element:  
	
	Salaries

	Cost at high level of activity
	$128,000

	Less variable cost element:
	

	5,000 units x $16 per unit
	$80,000

	Fixed cost element*
	$48,000



The cost formula is:
Cost of goods sold = 60 X variable (1 mark)
Advertising expense = 42,000 fixed  (1 mark)
Salaries = 16X + 48,000 mixed		(1 mark)	






2. Prepare Snowride's income statement at the 6,000 units level of activity using the contribution format.
		
	Snowride Inc.

	
	Income Statement

	
	For the Month Ended December 31


	
	Sales in units	
	
	       6,000

	
	Sales revenue (@ $100 per unit) (1 mark)	
	
	$600,000

	
	Less variable expenses:
	
	

	
	Cost of goods sold (@ $60 per unit)   1 mark	
	$360,000
	

	
	Salaries 
(@ $16 per unit) (.5 mark)	
	     $96,000
	   $456,000

	
	Contribution margin	(1.5 mark
	
	$144,000

	
	Less fixed expenses:
	
	

	
	Advertising expense	
	$42,000
	

	
	Salaries*  (.5 mark)	
	$48,000
	 $  90,000

	
	Net (operating) income  (.5 mark)	
	
	$ 54,000

	
	
	
	

	
	
	
	


3. Calculate the margin of safety in units if sales are 6,000 units.
Margin of Safety = Total Sales - Breakeven Sales
Breakeven sales per unit 	= Fixed expenses/unit Contribution Margin
				= $90,000/$24 = 3,750 units  (1 mark)
Margin of Safety in units = 6,000 units – 3,750 = 2,250 units    (1 mark)
4. Calculate the operating leverage if sales are 6,000 units.
Operating leverage 	= contribution margin/operating income
			= $144,000/$54,000 = 2.67  (2 marks)





QUESTION 4- (14 points)
a. Calculate contribution margin per unit, contribution margin % (ratio) for each product and weighted average contribution margin per unit and in %.
	
	
	
	
	

	
	6000
	12000
	18000
	

	
	30
	20
	
	

	sales
	180000
	240000
	420000
	

	TVC
	96000
	144000
	240000
	

	CM
	84000
	96000
	180000
	

	TFC
	
	
	150000
	

	OI
	
	
	30000
	

	
	
	
	
	

	per unit
	14
	8
	10
	0.5x3

	
	0.466667
	0.4
	0.428571
	0.5x3



b. [bookmark: _Hlk526836413]How many units will AA Co. have to sell to generate an operating income of $40,000?
	
	150000+40000 /10
	19000
	0.5x3



[bookmark: _Hlk526836734]c1.  Calculate the Break Even Point in units. 
	
	6600
	13200
	19800
	

	
	30
	20
	
	

	sales
	198000
	264000
	462000
	

	TVC
	105600
	158400
	264000
	

	CM
	92400
	105600
	198000
	

	TFC
	
	
	165000
	

	OI
	
	
	33000
	

	
	
	
	
	

	per unit
	14
	8
	10
	0.5x3

	
	
	
	
	

	c1.   BEP units
	
	16500
	0.5x3














c2.	How many units will AA Co. have to sell to generate an operating income of                    $40,000?

	
	165000+40000/10
	20500
	0.5x3





d. 
d1.	Calculate AA Co.’s Break Even Point in units if Product C is added. 
	
	
	
	
	
	

	
	A
	B
	C
	total
	

	Sales Mix
	0.2
	0.4
	0.4
	1
	

	CM/unit
	14
	8
	10
	
	

	
	2.8
	3.2
	4
	10
	1.5

	
	
	
	
	
	

	
	BEP
	17000
	
	
	0.5



[bookmark: _Hlk526765465]d2.	How many units will AA Co. have to sell to generate an operating income of $40,000if product C is added.
	
	sales
	170000+40000/10
	21000
	1



e. Compare your results in b., c. and d. What is the best option? Please clearly explain why?
	Keep the status quo.; A and B provide the same OI with the lowest sales                                      2
	

	
	
	
	
	
	
	
	














QUESTION 5 (18 POINTS)

1. Cash collections budget
	
	
	
	
	
	

	
	
	
	January
	February
	

	Sales
	 
	90000
	           90,000    
	     108,000    
	1

	 
	 
	 
	 
	 
	

	
	 
	 
	 
	

	Cash
	 
	20%
	           18,000    
	        21,600    
	

	Credit sales
	 
	48%
	           43,200    
	        43,200    
	

	Credit sales
	 
	32%
	           28,800    
	28800
	

	Total
	100%
	           90,000    
	        93,600    
	1,1



2. Purchases budget
	
	
	 
	
	
	
	
	

	
	
	 
	January
	February
	March
	April
	

	Desired ending inventory 
	 
	45
	49
	35
	 
	1

	Sales
	 
	75
	90
	98
	70
	1

	BI
	 
	 
	15
	45
	49
	 
	1

	Purchases units
	 
	 
	105
	94
	84
	 
	

	Purchases $
	 
	 
	63000
	56400
	50400
	 
	0.5





3. Cash disbursements for purchases budget 
	
	
	
	
	
	

	
	
	 
	Janvier
	Février
	

	Achats
	 
	52500
	           63,000    
	        56,400    
	

	 December purchases
	 
	 
	39,375 
	 
	0.5

	January purchases
	 
	
	 15,750
	        47,250    
	1,1

	February purchases
	
	
	14,100
	0.5

	Total 
	 
	           55,125    
	        61,350    
	











4. Operating expenses budget
	
	 
	 
	 
	

	
	
	 
	 January
	February 
	

	Commission 
	
	           16,200    
	        19,440    
	1,1

	Other expenses
	 
	           22,000    
	        22,000    
	0.5

	Total before depreciation
	 
	           38,200    
	        41,440    
	0.5

	Depreciation
	 
	             4,400    
	          4,400    
	0.5

	Total
	 
	 
	           42,600    
	        45,840    
	



5. Cash budget

	
	
	
	
	
	

	 
	 
	 
	january
	February
	

	Cash, beginning
	 
	20000
	        20,000    
	0.5 x 2

	 
	 
	 
	 
	 
	

	Cash collections from sales 
	 
	           90,000    
	        93,600    
	0.5 x2

	Total 
	 
	         110,000    
	     113,600    
	

	Minus: Disbursements 
	 
	 
	 
	

	Purchases
	 
	 
	           55,125    
	        61,350    
	

	OE
	 
	           38,200    
	        41,440    
	0.5 x 2

	dividends
	 
	 
	 
	25000
	0.5

	total disbursements
	
	           93,325    
	     127,790    
	

	Surplus (déficit) 
	 
	           16,675    
	      (14,190)   
	0.5

	 
	 
	 
	 
	 
	

	Borrowings (repayments)
	 
	             3,342    
	        34,362    
	0.5

	 
	 
	 
	 
	 
	

	Interests
	 
	-            16.71 
	-      171.81 
	0.5

	Cash balance, ending
	 
	 
	        20,000.29 
	     20,000.48 
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VOTRE LIEN AVEC CE QUI COMPTE — CONNECTS YOU TO WHAT MATTERS




