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COST ACCOUNTING 205 CHAPTERS 3-4 TEST SPRING 2010 QLO

. : L
Contribution margin equals TP~V W (7‘% / q/(/ /\,
a. “Yrevenues minus period costs. -,

b. Xrevenues minus product costs.
(&)  revenues minus variable costs.
d. Xrevenues minus fixed costs

1O O&* ,
The breakeven point is the activity level where [) E= vevén Ues d =

a. ¥ revenues equal fixed costs.
b. yrevenues equal variable costs.
c. Xcontribution margin equals variable costs.

revenues equal the sum of variable and fixed costs.

If unit outputs exceed the breakeven point

a. X there is a loss. . St
b.  total sales revenue exceeds total costs.

c. thereis a profit.

O then both (b) and (c) are correct.

If breakeven point is 100 units and each unit sells for $50, then @E"-‘— 00 un RN

a. vselling 125 units will result in a profit. S 50
b. ~gales of $4,000 will result in a loss. —E000 Sl 1%/: .
< ¢. sales of $5,000 will result in zero profit. /

all of the above are true.

05. In a company with low operating leverage 2 ( s Ray_—>loawver FC

06.

07.

a. yfixed costs are high and variable costs are low._
b. xlarge changes in sales volume result in small changes in net income.
c. Xthere is a higher possibility of net loss than a higher-leveraged firm.

@ less risk is assumed than in a highly leveraged firm.

Assigning direct costs to a cost ob]ect iscalled ) {: ('H‘ ot g ) . ’M‘i
a. X cost allocation. — ﬂw Hid>s e oSS %VQML
b. ¥ cost assignment. — n@ G

c. A cost pooling.. _____ :Yﬁ!’ i"'"C L

cost tracing
o costing is used by a business to pnce g ue products for different ‘-
a. X Actual ) - yam
Yy Job i% U ’q U

c. x Process { /Of{f ! 0( & Hi&:{/

d. X Traditional




[image: image2.jpg]05. How much of the account billing cost will be assigned to Department B?
a.  $28,000
b.  $280,000
© $14,000
d.  none of the above

06. Design costs are an example of
a. X unit-level costs
b.  batch-level costs
@ product-sustaining costs.
d. xfacility-sustaining costs.

07. costs support the organization as a whole.
a. X Unit-level
b. ¥ Batch-level
c. X Product-sustaining
@' Facility-sustaining

THE FOLLOWING INFORMATION APPLIES TO QUESTIONS 08 THROUGH 11.
Barnes Corporation manufactures two models of office chairs, a standard and a deluxe
model. The following activity and cost information has been compiled.

Number of Number of Number of
Product Setups Components Direct Labor Hours
Standard 22 8 175
Deluxe 28. 22 425
Overhead costs $70,000 $90,000 (000

08. Assume a traditional costing system applies the $160,000 of overhead costs based
o OOO on direct labor hours. What is the total amount of overhead costs assigned to the

\QOO/N/‘ staniar ey IZOZO X i(ﬂ()l’@m:: Lf(a/([/”/

09. Assume a traditional costing system applies the $160,000 of overhead costs based
on direct labor hours. What is the total amount of overhead costs assigned to the
deluxe model?

SVIN
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10. Number of setups and number of components are identified as activity-cost drivers X 8
kY for overhead. Assuming an activity-based costing system is used, what is the total - 74/ OCO
., amount of overhead costs assigned to the standard model? /

ﬂ"q'?‘ Frer
70)()6() Y 1= %080 20%0
= \ 5 oy
@" | W glsemt + 24,000 overhe o Col g)@m{av@’
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11. Number of setups and number of COI;’;&]ZI% are identified as activity-cost drivers

for overhead. Assuming an activity-based costing system is used, what is the total amount
of overhead costs assigned to the deluxe model?

), 400X 284&9,0283
27 : %

5,000 X2 —=larnover had CUSES Kof deluxe
THE FOLLOWING INFORMATION APPLIES TO QUESTIONS 12 AND 13.
Cannady produces six products. Under their traditional cost system using one cost driver,
SR6 costs $168.00 per unit. An analysis of the activities and their costs revealed that
three cost drivers would be used under the new ABC system. The new cost of SR6 was
determined fo be $178.00 per unit.

12. The total amount of indirect costs assigned to product SR6 using the traditional

method is ¢ total amount assigned using ABC.
a. Xmore than ' X
less than
c. Yidentical to
d. * can’ttell

13. Given this change in the cost,
a. XSR6 will riow command a higher sales price.
b. %SR6 has benefited from the new system.
¢. XSR6 is definitely more accurately costed.
@ SR6’s costing results under the new system depend on the adequacy and
quality of the estimated cost drivers and costs used by the system

14. Participation of line managers in the budgeting process helps to create
greater commitment.
b’X greater anxiety.
¢. X poor judgment.
d. R ‘better past performance.

15.  Budgets should
be flexible.
b. X be administered rigidly.
c. y be developed for short periods of time.
d. Y. include only variable costs




[image: image4.jpg]16. In which order are the following developed? First to last:
= Production budget

a.
-0
C:
d.

K K

§= Budgeted income statement
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& = Direct materials costs budget
\,IZ(= Revenues budget

17.  The number of units in the sales budget and the production budget may differ
because of a change in
finished goods inventory levels.

b. A overhead charges.

¢. y direct material inventory levels.
d. g sales returns and allowances

18.

a. X A sales forecast
A sensitivity analysis

utilizes a “what-if” technique that examines how results will change if
- the originally predicted data changes.

¢. X A pro forma financial statement

d. Y The statement of cash flows

THE FOLLOWING INFORMATION APPLIES TO QUESTIONS 19 THROUGH 21.
Katie Enterprises reports the year-end information from 20x4 as follows:

Sales (70,000 units)
Cost of goods sold

Gross margin
Operating expenses

Operating income

$560,000
210.000

350,000
200,000

$150,000 135,10

435,10

Katie is developing the 20x5 budget. In 20x5 the company would like to increase selling
prices by 4%, and as a result expects a decreage in sales volume of 10%. All other
Operating expenses are expected to remain constant. Assume that COGS is a variable cost
and that operating expenses are a fixed cost. )

19. What is budgeted sales for 20x5?

a.
c.
d.

$582,400
$524,160
$504,000
$560,000

X

S0 000 (;e\muf g (M yh)= 8 31

D0 wn
70,000 UNS

N

()= (3000 US|

(00001
§.37 5P




[image: image5.jpg]| 20000 =
I \<
20. What is budgeted cost of goods sold for 20x5? 70 )(XD Un\ R
@ $189,000 un
. $196,560 : !
¢ $218400 oy 0% /OOD
d.  $210,000 =

21. Should Katie increase the selling price in 20x57

% (®  Yes, because sales revenue is increased for 20x5. Q

o uf\l‘\'

b. >Yes, because operating income is increased for 20x5.

s [os-becatlSE s TASES :
. No, because gross margin decreases for 20x5.

22. The Japanese use the term kaizen when referring to
a.  scarce resources.
b.  pro forma financial statements.
(©  continuous improvement.
d.  the sales forecast.

THE FOLLOWING INFORMATION APPLIES TO QUESTION 23 AND 24.
Dan and Donna Enterprises are using the kaizen approach to budgeting for 20x5. The
budgeted income statement for January 205 is as follows:

Sales (84,000 units) - $500,000
Less: Cost of goods sold 300,000
Gross margin 200,000
Operating expenses (includes $50,000 of fixed costs) 150.000
Operating income $ 50,000

Under the kaizen approach, cost of goods sold are budgeted to decline by 1% per month.

o 23. What is budgeted cost of goods sold for February 2QX5?"fA~wa (O\%D_?O\ A
300,000 (OGS _g 57 (v 11)= 3-08X 8405 = Z10, 5
4,000 L/V“q i E/,,/" “““““ @_ggﬁ/ 6@,000 it e w

J4. A manager of a profit center is responsible for all of the following EXCEPT
a. #salesrevenue.
b. Athe cost of merchandise purchased for resale.
expanding into new geographic areas.
. 4 selling and marketing costs.
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[image: image6.jpg]25. The regional sales office manager of a national firm is MOST likely responsible for

arevenue center.
b. X an investment center.
c.  acostcenter.
d. x an NBA center

26. A regional manager of a restaurant chain in charge of finding additional locations

for expansion is MOST likely responsible for
a. arevenue center. L
@ an investment center.
c. a cost center.
d.  aprofit center.

27. Building in budgetary slack includes
a.  overestimating budgeted revenues.
b.  underestimating budgeted costs.

i. making budgeted targets more easily achievable.

all of the above.

#28
2007 Projected Sales
Product Units Price
Table 12,000 - $550
Couch 8,500 $875
2007 Inventory in Units
Expected Target
Product Jan 1, 2007 Dec 31,2007
Table 2,000 6,000
Couch 1,500 4,000

The following direct materials are used in the two products

Amount used per unit

Direct Material ~ Unit Table Couch
Wood Board Feet 7 2

Fabric Ibs 4 9
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[image: image7.jpg]Projected data for direct materials are as follows:

Direct Material Price Expected Inv 1/1/07 Target Inv 12/31/07
Wood $7 2,000 ft 7,000 ft
Fabric $5 4,500 Ibs 3,000 lbs

Projected diret manufacturing labor requirements for 2007 are as follows:

Product Cutting Dept Hours Finishing Dept Hours
Table 6 2 ;
Couch 3 5

Amount paid per hour in Cutting Dept is $11
Finishing Dept §13

Manufacturing overhead is applied at a rate of $10 per Finishing Dept Hour

28. Please prepare
1) Sales budget
2) Production budget .
3) Direct materials purchases budget (with quantities and dollars
4) Direct labor budget
5) Budgeted finished goods inventory on 12/31/07
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