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Pmswer an 6 (SiX) questions. All questions barry equal marks. Marks of each question and corresponding CO
and po are written in the right margin with brackets.
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=s='i;Int i=a1 d&sion making. The company has two overhead departments whose tP03 j
costs are as follows:
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administrative overhead to the activity cost pools based on emploYee inteFviewS, the

results of which are reported below:

Particulars
Units
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10%

Processing

Orders
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Instructions: _ . . .
a) ’P,,f,.„m th, fi„t-stag, allocation of overhead costs to the activitY cost pooIs 02

03

10

b) Compute activity rates for the activitY cost pooIs'
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filing cabinets during the year. Construct a table showing the overhead costs

margin of Office Mart?

d)
10
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2. Dexter Corp)ration produces and sells a single product9 a wooden hand .loom for
ii;Gig–s-iali items-such as scarves. Selected cost and operating data relating to the
product for two years are given below:

(COI)
(POI)
(C03)
(P03 )

r unitSellin. price

m;cturing costs

Direct materi a8a

Direct labor
Fixed manufacturing overhead per Year

and administrative eSellit
a ©9J4

and administrativeFixed sellit 'ear

$11

V6
$3

$ 120,000

r
i-Flning invento1Units in bI

r

Units in ending invent01

Year 1

0
6,00010.000

8,0008,000
02,000

Instructions:
Assume the company uses absorption costrng.

Compute the unit pIr)duct cost in each year.1

Prepare nr income statement for each Year.

a)

11

b) Assume the company uses variable costing.
Compute the unit product cost in each year.1

ii. Prepare wr income statement for each year.

c) Reconcile the variable costing and absorption costing net operatlng lncornes

10

10

05

3 Voltar Company manufactures and sells a specialized cordlEss Flephone R:r high
electromagnetic radiation environments. The companY’s contribution format lncome
statement for the most recent year is given below:

(C03)

(P03 )

C

t

Contribution margin
Fixed expenses

Net operating income

Total
2

$900,000

$300,000

$240 ,000

Percent of Sales

100%
?%

Instructions:
Refer to the original data. In an effort to increase sales and profits9 management 1:
considering the use of a higher-quality speaker. The higher-qualitY speaker woEld
in:rease v'£dable costs by $3 per unitp but management could eliminate one qualitY

inspector who is paid a salary of $309000 per year. The sales manager estimates that the
higherHuality speaker would increase annual unit sales bY at least 20%
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a)

b)

C)

Assuming that changes are made as described above, prepare a projected
contribution format income statement for next year. Show data on a total, per
unit, and percentage basis.
Compute the company’s new break-even point in both unit sales and dollar sales.
Use the formula method.

Would you recommend that the changes be made?

10

10

05

4. Many new cost terms have been introduced in this chapter. It will take you some time to 25 (COI?
learn what each term means and how tO properly classify COStS in an organization. t'tJI/
Consider are following example: Porter Company manufactures furniture, including
tables. Selected costs are given below:

1.

11.

111.

The tables are made of wood that costs $100 per table.

The tables are assembled by workers, at a wage cost of $40 per table.
Workers assembling the tables are supervised by a factory supervisor who is paid

$45,000 per year.
Electrical costs are $2 per machine-hour. Four machine-hours are required to

produce a table.
The depreciation on the machines used to make the tables totals $10,000 per

year
The machines have no resale value and do not wear out through use.

The salary of the president of the company is $200,000 per year.
The company spends $250,000 per year to advertise its products.

Salespersons are paid a commission of $30 for each table sold.
Instead of producing the tables, the company could rent its &ctory space for

$50,000 per year.

IV.

V.

VI.
ViI.
Vlll.

IX.

X.

Instructions:
Classify these costs accoKiing to the various cost terms used.
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