S Prepale a cobt-volume—proﬁt graph for the company. (Scﬂe thevertical axis in m1111ons

Chapter8 Variable Costing and the CoStsbf:‘Qdal,ityaand Sustainability

; Référ to'the data given in the preceding exefciée*for Bianca Bicycle Cofiipany.

'Required

2. ' Calculate Bianca Bicycle Company’s break even. point in units, and: show the break- ve

. the:CVP graph.: :
3 Explain why varmble ‘costing is more compauble with your CVP grdph than absorptlon 08 ng
2 swould be.

: ;Iﬂ”'nformation taken. from Allied Pipe Company’s fecords for the mostrecent year is as follow

- " Direct material used: .. . i s o $340000
Direct labor ' : ‘ e
Yariable manufacturing,o\lerhead

- Fixed manufacturing,ovethead

Variable selling and administrative COSES ..o
Fixed ‘selling and-administrative costs

}Requnred e : .
= il;.’ Assuming Alhed Plpe Company uses absorptton costing comput’e‘th'e‘ inventoriable cost ¢ year.
: 2 Compute the year s Hnventoriable costs using variable costing.
; (CMA, adapted)

———————————

o kf'Vis‘it the website fo'r:;on’ez:'of the following c‘ompaoies, ora differe11t~cotnpany of your choos

Coca-Cola “ - www.coca-cola.com .
Bridgestone ~www.bridgestone.com .
. Motorola www.motorola.comi
Casio o www.casio.com
Toyota oL WWW toyota.com
-Kerox < WWW.Xerox.com:;
“‘Required: Read: about the company’s products and- operattons Dtscuss the pros and co { absorp-

. tion and variable costmg as the basis for product costing if the firmuses ‘cost-based pri 10 )
o The. following costs were incirred by Osaka Metals Company. to maintain the qualityf of its products:
I(The yenis the nattonal currency of Japan. ) : L . :
i 1. Operating-an X«ray machine to detect f; aulty welds, 110,000 yen '
-2, Repairs.of products sold last year, 116, 000 yen
‘Cost of reweldmg faulty joints, 17 000 yen, : ; e
Cost of sénding! achine operators-t0 a lhrec week trammg program s0'they cou‘ld{;l'e dse new.
“production: equlpment with a lower defect rate; 18,100 yen o '

, ‘Réquired: Classlfy cach of these costs as a prevcnuon appr: a1sal mtcma] failure, or exteifnak ailure~oost.
San Mateo Clrcumy manufactures electrical instruments for a vanety of ‘purposes. The follo 1ng costs -
related to maintaining product quality wete mcurred in May :

Training of quality-control |nspectors b
Tasts of instruments before sale . :
Iispection of electrical components purchased from: outSIde suppliers ...
Costs of rework on faulty instruments : A
Replacement-of instruments already sold; which Were still covered by warranty
Costs of defective parts that cannot be salvaged i y r

o 'Required: Prépar‘e a quality-cost report’siifr‘klila.r to the report ‘sh'ov'vln in Exhibit 8—6k. :




Chapter 17  Aliocation of Support Activity Costs:and Joint Costs \

: Requlred Use dual cost allocation in con]unctlon with each of the following methods 1o
Tampa Instrument Company s service department costs: (1) direct method and (2) step=d

. lesual Artrstry Company is developing departmental overhead rates based on drrect— a
for ts two production ‘departments, Etching and Finishing. The Etching Departme
20 people and the Finishing Department ernploys 80 people. Each person in these two de

- works 2,000 houts per year. The production-related overhead costs for the Etching Depar
budgeted at $200,000, and the Finishing Department costs are budgeted at $320,000. 1
departments Maintenancé and Computing, directly. support the two production departments. These
service departments-have budgeted costs of $48,000 and $250, 000 respectively. The pro uction

. -departments’ overhead rates cannot be determiined until the service departments’: costs are allo-

¢ated. The following schedule reflects the use of the Mamtenance Department s and ‘Com;

Department s output by the various departments e

ing Department

,‘Se"rvice Department ..~ ) i ' Maintenance puting Etchin shing

““Maintenance {maintenance hours) : L0 1,000 1,000+ 8,000
_ Computing {minutes)...., : G 240,000 o (0 ~840,000, 0,000
Requwed

1. Use the direct method to allocate service department.costs. Calculate the overhead rates per direct-
*. “labor hour for the Etching Department and:the Finishing Departm o

ate the Computir art-:

2 Use the step-down method to allocate service department costs..
' or the Etching

~“.ment’s costs first. Ca culate the overhead rates per direct-labor:
_and the Frmsl‘ung D ,partment .

' (CfMA:, adapted)

_Snake River Sawmrll manufdcmres two lumber: products from a joint mi ling process. The
,‘developed are mine support braces (MSB) and ungeasoned commercial building lumber
.dard production run incurs joint costs of $300,000-and results in 60,000 units ‘of MSBan
( 'CBL Each MSB sells for $2, and each unrt of CBL sells for $4 ‘

tion of joint

realizable value:

Calculate the amount of ‘joint cost allocated 1o commercral burl ling :
. units basis. : -

Calculate the amount of joint cost allocated to-the mine support braces (MSByonar 1
“ivalue-basis: i

3. Assume the commercral building lumber is not marketable at: spl" koff but must be fu
~ and sized at a‘cost-of $200,000 per production run. During this process; 10,000 units
~ably lost; these sporled units have no-value, The remaining units of commercial bulldr

‘are saleable-at $10 per-unit, The mine support braces, although saleable 1mmed1ate1y a
spllt—off point, are coated with a tarlike preservative that costs $1 )00 pet product

* - braces are then sold for $5.each. Using the net—reallzable-value is, compute the com
" “assigned to each umt of commercial bulldlng lumber. RN

4. If Snake River dernrll chose notto proc hé mine support: brac b
~ . the-contribution fmm the Jornt milling proc s ,would increase:or dec

5 : Drd you use the jomt cost allocation 1esults n:answermg requil ent}(,4)?‘ If s0, hic ;

o you use or not use the allocatron results?

‘ (CMA adapted)




