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Write a short essay based on the assigned readings, class discussions, and outside rescarch.
In the essay explain what you have leamed about (1) variable costing, absorption costing.,
traditional costing. and activity-based costing in managing costs, (2) master budget in
planning and managing costs(3) flexible budgets, variance (price and quantity) analysis in
analyzing manufacturing costs, (4) performance measurement in centralized and
centralized organizations and return on investment analysis in njNgsuring the performance
ofthe management, (5) Allocating cost to responsibility centers, (8) and capital expenditure
analysis. Your explanation must include what you have leamed about the cost management
t0ols and how these tools will help managers in making sound management decisions.

(30 points)

Problem-1

ABC Pizza delivers pizzas to dormitories and apartments near a major state university.
‘The company’'s annual fixed costs are $50,000. The sales price averages $10, and it costs
the firm $3 to make and deliver each pizza. (10 points)

Required:

‘A How many pizzas must ABC sell o break even?

B. How many pizzas must the company scll to carn a target profit of $35,0007

C. If budgeted sales total 10,000 pizzas, how nuch is the company's safety margin in
dollars?

Problem-2
ABC White Water Rafting Company manufactures kayaks, which sell for $565 each. The
variable costs of production (per unit) are as follows:

Direct Material $200

Direct labor 110

Variable manufacturing overhead 80
Budgeted fixed overhead in 20x1 was $400,000 and budgeted production was 50,000
kayaks. The year's actual production was 50,000 units, of which 47,000 were sold.

Variable selling and administrative costs were $5 per it sold; fixed selling and
administrative costs were $75,000. (10 points)
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Required:
1. Calculate the product cost per kayak under () absorption costing and (b) variable

2. Prepare operating income statements for the year using (a) absorption costing and
(b) variable costing.

Problem-3

ABC Corporation, a wholesaler, provided the following information: (10 points)

Month Merchandise Sales
Purchases

January $142,000 $172,000

February 148,000 16,000

March 136,000 165,000

April 154,000 178,000

May 160,000 166,000

Customers pay 65% of their balances in the month of sale, 25% in the month following
sale, and 10% in the second month following sale. The company pays all invoices in the
month following purchase and takes advantage of a 3% discount on all amounts due.
Cash payments for operating expenses in May will be $119.500; Parson’s cash balance
on May 1 was $127,800.

Required
Determine the following:

A. Expected cash collections during May.

B. Expected cash disbursements during May.
. Expected cash balance on May 31

Problem-4

ABS Company has set the following standards for one unit of product: (10 points)

Direct material
Quantity: 6.2 pounds per unit
Price per pound: $11 per pound
Direct labor
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Quantity: 6 hours per unit
Rate per hour: $23 per hour
Actual costs incurred in the producti

of 2,800 units were as follows:

Direct material: $194,350 ($11.50 per pound)

Direct labor: $393,750 ($22.50 per hour)

All materials purchased were consumed during the period.

Required:

Caleulate the direct-material price and quantity variances, and the direct-labor rate and
efficiency variances. Indicate whether cach variance is favorable or unfavorable.

Problem-5.

The following data pertain to ABC Company for 2019:

capital tumover, and retum on investment

If the sales and average invested capital remain the same, to what level would

total costs and expenses have to be reduced in 2019 to achieve a 15% return on

Sales revenue $1,200,000
Cost of goods sold. 650,000
Operating expenses 500,000
Average invested capital 600,000
Required:
A Caloulate the company's sales margi
for 2019.
B
investment?
c
Caleulate the firm's nevw sales margin.
Problem.6

Assume that costs and expenses are reduced, as calculated in requirement

The following costs relate to a variety of decision scttings: (10 points)

Cost Decision
1| Allocated corporate overhead Closing 2 money-losing depertment
2 | Costofanold car Vehicle replacement
3| Direct materials ‘Make or buy a product
4| Salary of marketing manager Project discontinuance; manager to be
transferred elserwhere in the fim
5| Home theater installation Purchase of a new home
6_| Unavoidable fixed overhead Plant closure
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7 | Research expenditures incurred last Product introduction to marketplace
year, related to new product
8| S4million advertising program ‘Whether to promote product A or B with the
4 million program
5| Manufactured cost of existing ‘Whether to discard the goods or sellthem toa
‘nventory hird-world country
Required:

Consider each of the nine costs listed and determine whether it is relevant or irrelevant to
the decision cited. If the cost is imelevant, briefly explain why.

Problem-7

ABC is considering the purchase of a new computer system for the social marketing
department. The system costs $350,000 and has an expected life of five years. The
computer system will be depreciated the computer system using a straight-line
depreciation, and networking capital of $50,000. The salvage value of the machine is
525,000. The manager estimates the following savings will result i the system is
purchased: (10 points)

Savings

Period

5100000

125,000

130,000
120,000

125,000

1f ABC uses a 12% discount rate for capital-budgeting decisions, the tax rate is 30%.
Require

What is the payback period of the computer system?

What is the nct present value of the computer system?

‘What is the internal rate of retum for the computer system?





