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EXERCISE 6-6 Variable and Absorption Costing Unit Product Costs and Income Statements

LO6-1, LO6-2

Lynch Company manufactures and sells a single product. The following costs were incurred during
the company’s first year of operations:

Variable costs per unit:

Manufacturing:
Directmaterials .......................... $6
Direct 1abor . .....coi $9
Variable manufacturing overhead ........... $3
Variable selling and administrative............... $4
Fixed costs per year:
Fixed manufacturing overhead ............... $300,000
Fixed selling and administrative .............. $190,000

During the year, the company produced 25,000 units and sold 20,000 units. The selling price of the
company’s product is $50 per unit.

Required:
1. Assume that the company uses absorption costing:
a. Compute the unit product cost.
b. Prepare an income statement for the year.
2. Assume that the company uses variable costing:
a. Compute the unit product cost.
b. Prepare an income statement for the year.
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EXERCISE 9-3 Revenue and Spending Variances LO9-3
Quilcene Oysteria farms and sells oysters in the Pacific Northwest. The company harvested and
sold 8,000 pounds of oysters in August. The company’s flexible budget for August appears below:

Quilcene Oysteria

Flexible Budget
For the Month Ended August 31
Actual pounds (@) ... o.oin i 8,000
Revenue ($4.00QG) ... ... oottt e $ 32,000
Expenses:
Packing supplies ($0.50q) ..............oiiiii. 4,000
Oyster bed maintenance ($3,200) .................... 3,200
Wages and salaries ($2,900 + $0.30q) ................ 5,300
Shipping ($0.80G) . ..« oo\ e i 6,400
Utilities ($830) . ... oo it 830
Other ($450 + $0.05G) . ... ovveee e 850
Total eXpense ... ... 20,580

Netoperatingincome ...............cooiiiiiieainnn.. $ 11,420
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The actual results for August appear below:

Quilcene Oysteria
Income Statement
For the Month Ended August 31

Actual pounds .. ...t 8,000
REVENUE . ..ottt e $35,200
Expenses:
Packing supplies ... .. ... 4,200
Oyster bed maintenance ............... ... 3,100
Wages and salaries ......... ... i 5,640
ShiPPING . .o 6,950
Utilities ... 810
OtNEr .o 980
Total @XPENSE . ..t 21,680
Netoperatingincome ..............c.oiiiiieineennon... $13,520

Required:
Calculate the company’s revenue and spending variances for August. (Hint: Refer to Exhibit 9-7.)
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EXERCISE 9-13 Revenue and Spending Variances LO9-3
Refer to the data for Lavage Rapide in Exercise 9-10. Also assume that the company’s actual oper-
ating results for August are as follows:

Lavage Rapide
Income Statement
For the Month Ended August 31

Actual carswashed . ... ... ... . . .. ... 8,800
REVENUE .. .ottt e e e e $43,080
Expenses:
Cleaning supplies . . ... ... 7,560
Electricity ... ... 2,670
Maintenance .. ... ... . 2,260
Wages and salaries ...t 8,500
Depreciation .. ....... ... 6,000
Rent e 8,000
Administrative eXpenses . .. ...... .. 4,950
Total EXPENSE . ..ot 39,940
Net operating income ...... ... ... i $ 3,140

Required:
Calculate the company’s revenue and spending variances for August. (Hint: Refer to Exhibit 9-7.)
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EXERCISE 10-6 Direct Materials and Direct Labor Variances LO10-1, LO10-2
Huron Company produces a commercial cleaning compound known as Zoom. The direct materials
and direct labor standards for one unit of Zoom are given below:

Standard Quantity Standard Price Standard

or Hours or Rate Cost
Direct materials . ............ 4.6 pounds $2.50 per pound $11.50
Directlabor. ................ 0.2 hours $18.00 per hour $3.60

During the most recent month, the following activity was recorded:

a. Twenty thousand pounds of material were purchased at a cost of $2.35 per pound.
b.  All of the material purchased was used to produce 4,000 units of Zoom.

c. 750 hours of direct labor time were recorded at a total labor cost of $14,925.

Required:
1. Compute the materials price and quantity variances for the month.
2. Compute the labor rate and efficiency variances for the month.








