Assignment 1 (10 points)

2‑16. Journal Entries and Statement Preparation. The North Company of Washington, D.C., has developed a portable paper shredder for home use. Sales are increasing rapidly and the company is having trouble keeping up with demand. During the current year, the following account balances and activity were noted:


January I
December 31

Finished goods
$1,005,000
$ 9,000

Work in process
238,000
405,000

Materials
138,846
139,300

Activities during the year:


1. Administrative and general costs


92,000


2. Advertising


347,000


3. Direct labor costs


493,600


4. Equipment purchased on account


400,000


5. Materials purchased


987,654


6. Issuance of materials to production


?


7. Production overhead applied


987,200


8. Production overhead costs incurred
 
1,
041,700


9. Completion of work in process


?

10. Sales on account

 4,538,344

11. Cost of goods sold

?

12. Transportation out


38,000

13. Adjustment for over‑ or under​



applied overhead


?

REQUIRED: a. Prepare b. Prepare a statement of cost of goods manufactured and sold. c. Prepare an income statement.

Assignment 2 (10 points)

Job Order Costing

Getaway Homes manufactures prefabricated chalets in Colorado.  The company uses a perpetual inventory system and a job cost system in which each chalet is a job.  The following events occurred during May:

a. Purchased materials on account, $405,000.

b. Incurred manufacturing wages of $111,600.  Requisitioned direct materials and used direct labor in manufacturing as follows:

        Direct Materials
         Direct Labor

Chalet 13…

$41,100

$14,800

Chalet 14…

  56,800

  28,500

Chalet 15…

  62,100

  19,200

Chalet 16…

  66,000

  21,000

c. Depreciation of manufacturing equipment used on different chalets, $20,000.

d. Other overhead costs incurred on Chalets 13 through 16:

Indirect labor…



$28,100

Equipment rentals paid in cash…
  10,400

Prepaid plant insurance expired…
    6,000

e. Allocated overhead to jobs at the predetermined rate of 60% of direct labor cost.

f. Chalets completed:  13, 15, and 16.

g. Chalets sold on account:  13 for $99,000 and 16 for $141,900.

Requirements:

1. Record the preceding events in the general journal.

2. Open T-accounts for Work in Process Inventory and Finished Goods Inventory.  Post the appropriate entries to these accounts, identifying each entry by letter.  Determine the ending account balances assuming that the beginning balances were zero.

3. Summarize the job costs of the unfinished chalet and show that this equals the ending balance in Work in Process Inventory.

4. Summarize the job cost of the completed chalet that has not yet been sold and show that this equals the ending balance in Finished Goods Inventory.

5. Compute the gross profit on each chalet that was sold.  What costs must the gross profit cover for Getaway Homes?

Assignment 3 (Activity Based Costing) (10 points)

(10 points )

The Clutz Machine Shop produces 3 types of components for engines.  Clutz sells these components  to engine manufactures and to distributors of replacement parts.  There are three classifications of products:  Quality, Superior, and Superb.  The Clutz cost accounting system through 19x4 applied all costs except direct materials to the products based on direct labor hours.  During 19x4, several managers and the controller conducted a study of operations and cost drivers that eventually led to the company's

Dividing its sole manufacturing department into six activities.  The 19x5 budgeted costs for these activities follow:

	Activity Area
	19x5 budgeted costs
	Cost Driver 

	Material handling
	$258,400
	Number of parts

	Production scheduling
	$114,000
	Number of production orders

	Set up labor
	$160,000
	Number of setups

	Automated machinery (including depreciation and maintenance)
	$3,510,000
	Machine hours

	Finishing
	$1,092,000
	Direct labor hours

	Packing and Shipping
	$   190,000
	Number of orders shipped

	
	
	


The company is now preparing a budget for 19x5.  The following predicted data are available:

	
	Quality
	Superior
	Superb

	Units to be produced
	10,000
	5,000
	800

	Direct materials cost per unit
	$80
	$50
	$110

	Number of parts per unit
	30
	50
	120

	Direct labor hours per unit
	2
	5
	12

	Machine hours per unit
	7
	7
	15

	Production orders
	300
	70
	200

	Production setups
	100
	50
	50

	Orders shipped
	1,000
	2,000
	800


Required:

1. Using direct labor hours as a base, compute total cost and unit costs of each component.

2. Using ABC, compute the total cost and unit cost of each component.

3. Compare your answers in 1 and 2 above.  Give your interpretation of these results for management (including the impact of this information on strategic decisions of the division).  Which system is better? Why?

Assignment 4 CVP Analysis

4‑20. Multiproducts, Changing Mix. Duffy Furniture, Inc., manufactures three lines of furniture: colonial, western, and continental. Planned sales for July l9xO are (in thousands):

	
	Units
	Sales
	Variable Costs
	Contribution

	Colonial
	125
	$20,000
	$12,500
	$ 7,500

	Western
	200
	$32,000
	$20,800
	$11,200

	Continental
	175
	$28,000
	$11,200
	$16,800

	
	
	
	
	


Fixed costs for the combined sales are $21.3 million per month.  During July, selling prices, variable costs per unit, and fixed costs were according to the budget.  However, the actual units sold were (in thousands):

	Colonial
	150

	Western
	300

	Continental
	 50

	
	


Required:

a. Prepare an income statement in contribution margin format) for the planned information and for the actual performance.

b. Calculate break even volume for the month:

1. for the planned mix of products

2. for the actual performance

c. What was the effect of the change in product mix on the break-even volume?

d. Using the planned mix, calculate the following

1. The number of each product that should be sold to earn $20 million before taxes.

2. The number of each product that should be sold to earn $15 million after taxes when the tax rate is 25%.

3. The number of each product that should be sold to earn a profit rate of 20% before taxes.

Assignment 5 (10 points) 
Variable Costing
 

Poresco Company had the following operating data for its first two years of operations:

 

Variable costs per unit:


Direct materials                     $8


Direct labor                          4


Variable overhead                     2

Fixed costs per year:


Overhead                       $200,000


Selling and administrative       24,300

 

Poresco produced 20,000 units in the first year and sold 16,000.  In the second year, it produced 16,000 units and sold 20,000 units.  The selling price per unit each year was $48.  Poresco uses an actual cost system for product costing.

 

Required:

 

1.       Prepare income statements for both years using absorption costing.  Has firm performance, as measured by income, improved or declined for Year 1 to Year 2?  

      2.       Prepare income statements for both years using variable costing.  Has firm performance, as measured by income, improved or declined from Year 1 to Year 2?

Assignment 6 (10 points). MATERIALS, LABOR, AND OVERHEAD VARIANCES 

Wangsgard Manufacturing has the following standard cost sheet for one of its products:

Direct materials (2 ft @ $5)
 $10

Direct labor (0-5 hr @ $10) 
5

Fixed overhead (0-5 hr @ $2)*
 1

Variable overhead (0.5 hr @ $4)
     2

Standard unit cost 
$18
*Rate based on expected activity of 2,500 hours

During the most recent year, the following actual results were recorded:

	Production
	6,000 units

	Direct materials (11,750 ft purchased and used) 
	 $61,100  

	Direct labor (2,900 hrs)
	   29,580

	Fixed overhead
	     6,000

	Variable overhead
	   10,500


Required: Compute the following variances:

1.
Materials price and usage variances

2.
Labor rate and efficiency variances

3.           Prepare all journal entries necessary to record the events above and to dispose of variances.

