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Afavorable direct labor sficiency variance might indicate that

O lower skilled workers were paid a lower wage than expected
. higher skiled workers were used that performed the task faster than expected
Oc. lower skilled workers were paid a higher wage than expected

OD. higher skilled workers were used that performed the task slower than expected
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The actual cost of direct labor per hour is $16.00 and the standard cost of direct labor per hour is $15 50. The direct labor hours allowed per finished unitis 0.5
hour. During the current period. 5500 units of finished goods were produced using 3,000 direct labor hours. How much is the direct labor rate variance?

OA. $2.750 unfavorable
OB, $1.500 unfavorable
Oc. $2.750 favorable
OD. $1.500 favorable
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Disadvantages of using standard costs include all of the following except

O the shift towards salaried employees means that labor costs are now fixed rather than variable
OF. practical standards can discourage employees and decrease productivty.
Oc. the cost of keeping standards up ~to - date

OD. traditional standards can promote unfavorable employee behavior
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What does the variable overhead efficiency variance tell management?

Q& How eficiently variable manufacturing overhead was used
(. How much of the total variable manufacturing overhead variance is due to machine hours used given the actual volume of output
©c. How eficiently employees applied manufacturing overhead to each unit

OD. How eficiently fixed manufacturing overhead was used
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Mhich of the following examples would lead directly to a favorable fixed overhead volume variance?

D4, Producing more units than anticipated
DB, Adecrease in county property taxes for the factory
D). Receiving a volume discount on indirect materials purchased

DD, Adecrease in wages paid to factory maintenance workers
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Smith & Cramer. Computer Repair, is considering an investment in computer and network equipment costing $254,000. This equipment would allow them to offer
new programming services to clients. The equipment will be depreciated on the straight - line basis over an eight - year period with an estimated residual value of

$60.000. Using the accounting rate of retum model, what is the minimum average annual operating income that must be generated from this investment in order to
achieve an 11% accounting rate of retum?

On $27.940
Oe. $6,600
Oc. $21.340
Ob. $31,750
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Siesta Manufacturing has asked you to evaluate a capital investment project. The project will require an initial investment of $88,000. The life of the investment is 7
years with a residual value of $4,000. ffthe project produces net annual cash inflows of $16,000, what is the accounting rate of retum?

On 455%
OB 1818%
Oc. 3%0%
Ob. 55000%
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Direct materials (f2bric) . ... .............. 2.0 yards per blanket at 9 50 per yard
DifeCt 8D0T. + .+ e e 25 direct labor hours per blanket at $16.00 per hour
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Data Table B

Actual cost of 5,280 yards of direct material (fabric) purchased ... § 46464
Actual yards of direct material (fabric) used . . . 4,880
Actual wages for 6,150 hours worked. . . 5 93480
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Kelsey Fabrics manufactures a specialty monogrammed blanket. To follow are the cost standards for this blanket

(Click the icon to view the standards )
Actual results from last months production of 2.400 blankets follows
(Click the icon to view the actual results.)

Read the requirements

Requirement 1. What is the standard direct material cost for one blanket? (Round your answer to the nearest cent )
The standard direct material cost for one blanket is 5[]

Requirement 2. What is the actual cost per yard of fabric purchased? (Round your answer to the nearest cent )

The actual cost per yard of fabic purchased S|_|

Requirement 3. Calculate the direct material price and quantity variances. (Enter the variances as positive numbers. Enter currency amounts in the formula to
the nearest cent and then round the final variance amounts to the nearest whole dollar. Label the variance as favorable (F) or unfavorable (U). Abbreviations used
DM = Direct materials)
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First determine the formula for the price variance, then compute the price variance for direct materials.

[ Jx([ ] -
[ Jx([ ] -

Determine the formula for the quantity variance, then compute the quantity variance for direct materials

[ Jx([ ] - DM quanity variance

[ Jx([ J - [ [ -

Requirement 4. What is the standard direct labor cost for one blanket? (Round your answer to the nearest cent )

DM price variance

1)
1)

1)
1)

The standard direct labor cost for one blanket is S[_|

Requirement 5. What is the actual direct labor cost per hour? (Round your answer to the nearest cent.)
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The actual direct labor cost per hour is S[_]

Requirement 6. Calculate the direct labor (DL) rate and effciency variances (Enter the variances as positive numbers. Enter the currency amounts in the
ormulas to the nearest cent, then round the final variance amounts to the nearest whole dollar. Label the variance as favorable (F) or unfavorable (U).

Abbreviations used: DL = Direct labor)
First determine the formula for the rate variance, then compute the rate variance for direct labor.

[ ] x([ ] - 1)
[ ] x([ ] -1 1)

DL rate variance

First determine the formula for the eficiency variance. then compute the efficiency variance for direct labor

[ Jx([ ] -
[ ] x([ ] -1

DL efficiency variance

1)
1
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Requirement 7. Analyze each variance and speculate as to what may have caused that variance.

The [2] DM pric variance and [+] DM quantity variance may have been caused by The
[ 1] cause [ ] waste.

The =] DL rate variance and =] DL efficiency variance may have been caused by [] ™

workers command a [__[¥] wage, however, | [&]

skilled

Requirement 8. Look at all four variances together (the big picture). How might they all be related? What variance is very likely to have caused the other
variances?

One possible cause of all four variances is [7]. This would create

7] teading to | [1]. Because | 7] workforce was used, the DL
rate variance was | [2]. however, given a| [2] tabor hours were required, creating [
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Requirement 8. Look at all four variances together (the big picture). How might they all be related? What variance is very likely to have caused the other
variances?

One possible cause of all four variances is [7]. This would create

7] teading to | [1]. Because | 7] workforce was used, the DL
rate variance was [ 2] however, given a =] 1abor hours were required. creating [

DL efficiency variance.
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More Info

Eddie just hit the jackpot in Las Vegas and won 50,0001 If he invests it now at a 10%

interest rate, how much will it be worth in 15 years?

2. Bob would like to have 3,500,000 saved by the time he retires in 40 years. How much
does he need to invest now at a 10% interest rate to fund his retirement goal?

3. Assume that Stephanie accumulates savings of $15 million by the time she retires_ If she
invests this savings at 8%. how much money will she be able to withdraw at the end of
each year for 15 years?

4. Cathy plans to invest $3,500 at the end of each year for the next seven years. Assuming 2
12% interest rate, what will her investment be worth seven years from now?

5. Assuming a 10% interest rate. how much would Marisa have to invest now to be able to

withdraw $12,000 at the end of every year for the next nine years?

6. Aaron is considering a capital investment that costs $430,000 and will provide the followin
net cash inflows

Year Net Cash Inflow
$298,000
§196,000

3. §104,000

Using a hurdle rate of 12%, find the NPV of the investment
7. What is the IRR of the capital investment described in Question 67
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Present Value of $1

Periods | 6% | 8% | 10% | 12% | 14%
1| 0943 0.926 | 0.909 | 0.893 | 0877
2| 0890 | 0857 | 0.826 | 0.797 | 0.769
3 | 0840|0794 | 0751 | 0.712 | 0.675
4| 07920735 | 0.683 | 0.636 | 0592
5 | 0747 | 0.681 | 0621 | 0.567 | 0.519
6 | 0705 | 0.630 | 0564 | 0.507 | 0.456
7 | 0565 | 0.583 | 0513 | 0.452 | 0.400
8 | 0627 | 0.540 | 0.467 | 0.404 | 0.350
9 | 0592|0500 | 0.424 | 0.361 | 0.308
10 | 0558 | 0463 | 0.386 | 0322 | 0270
15 | 0417 | 0315 | 0.239 | 0.183 | 0.140

20 | 0312|0215 | 0.149 | 0.104 | 0.073
30 | 0474 | 0.099 | 0.067 | 0.033 | 0.020
40 | 0.097 | 0.046 | 0.022 | 0.011 | 0.005
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Present Value of Annuity of $1

Periods | 6% | 8% | 10% | 12% | 14%
1 | 0943 0926 0.909 | 0893 | 0.877
2| 1833|1783 | 1736 | 1690 | 1647
3| 2673 | 2577 | 2487 | 2402 | 2322
4| 3465 | 3312|3470 | 3.037 | 2914
5 | 4212|3993 | 3791 3605 | 3433
6 | 4917 | 4623 | 4355 | 4111 3889
7 | 5582 | 5.206 | 4.868 | 4.564 | 4288
8 | 6210 | 5747 | 5335 | 4.968 | 45639
9 | 6802 | 6247 | 5759 | 5328 | 4945
10| 7.360 | 6.710 | 6.145 | 5.650 | 5.216
15 | 9712 | 8559 | 7.606 | 6.811 | 6.142
20 | 11470| 9818 | 8.514 | 7469 | 6623
30 [13.765|11.258| 9.427 | 5.085 | 7.003
40 | 15.046|11.925| 9.779 | 8.244 | 7.108
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Future Value of $1

Periods | 6% | 8% | 10% | 12% | 14%

1| 1.060 | 1.080 | 1.100 | 1.120 | 1.140
1124 | 1166 | 1210 | 1254 | 1300
1191 | 1260 | 1331 | 1405 | 1482
1262 | 1360 | 1464 | 1574 | 1689
1338 | 1469 | 1611 | 1762 | 1925
1419 | 1587 | 1772 | 1974 | 2195
1504 | 1714 | 1949 | 2211 | 2502

1594 | 1851 | 2144 | 2476 | 23853
9 | 1689 | 1999 | 2358 | 2773 | 3252
10| 1791 2159 | 2594 | 3108 | 3707
15| 2397 | 3472 4477 | 5474 | 7438
20 | 3207 | 45661 6.728 | 9.646 | 13743
30 | 5743 |10.063| 17449 | 29.960 | 50.950
40 |10.286| 21.725| 45.259 | 93.051 | 188.884
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Future Value of Annuity of 31

Periods | 6% 8% | 10% | 12% | 14%
1 1.000 | 1.000 | 1.000 | 1000 | 1000
2| 2060 | 2080 | 2100 | 2120 | 2140
3 3184 | 3.246 | 3310 | 3374 | 3440
4| 4375 | 4506 | 4641 | 4779 | 4921
5 5637 | 5867 | 6105 | 6353 | 6610
6 6.975 | 7.335 | 7.716 | 8115 | 8536
7 | 8394 | 8923 | 9.487 | 10.089 | 10.730
8 9.897 | 10.637 | 11436 | 12300 | 13233
9 | 11491 12488 | 13579 | 14776 | 16.085
10| 13181 14487 | 15.937 | 17549 | 19.337
15 | 23276 | 27152 | 31.772 | 37.280 | 43842
20 | 36786 | 45.762 | 67.275 | 72.052 | 91.025
30 | 79.088 | 113.280| 164.490 | 241.330 | 356.790
40 | 154760 | 259.060 | 442 590 | 767.090 | 1.342.000
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Scenario 1. Eddie just hit the jackpot in Las Vegas and won $50.0001 If he invests it now at a 10% interest rate, how much will it be worth in 15 years? (Round
our answer to the nearest whole dollar )

Future value =

Scenario 2. Bob would like to have 53,500,000 saved by the time he retires in 40 years. How much does he need to invest now at a 10% interest rate to fund
is retirement goal? (Round your answer to the nearest whole dollar )

Presentvaive =[]

Scenario 3. Assume that Stephanie accumulates savings of §1.5 million by the time she retires_ If she invests this savings at %, how much money will she b
ble to withdraw at the end of each year for 15 years? (Round your answer to the nearest whole dollar and enter as a positive amount )

Amount able towithdraw =[]

Scenario 4. Cathy plans to invest $3.500 at the end of each year for the next seven years. Assuming a 12% interest rate, what will her investment be worth
even years from now? (Round your answer to the nearest whole dollar.)
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Fuurevae =[]

Scenario 5. Assuming a 10% interest rate, how much would Marisa have to invest now to be able to withdraw $12.000 at the end of every year for the next nine
years? (Round your answer to the nearest whole dollar )

Presentvaive =[]

Scenario 6. Aaron is considering a capital investment that costs $430.000 and will provide net cash inflows for three years Using a hurde rate of 12%, find the
NPV of the investment. (Round your answer to the nearest whole dollar. Use parentheses or a minus sign to represent a negative NPV )

Net Present Value (WPV) =[]

Scenario 7. What is the IRR of the capital investment described in Question 67 The IRR is the interest rate at which the investment NPV = 0. We tried 12% in
question 6. now we'l try 14% and calculate the NPV. (Round your answier to the nearest whole dollar. Use parentheses or a minus sign to represent a negative
NPV)

Net Prasent Value NPV =
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Scenario 6. Aaron is considering a capital investment that costs §430,000 and will provide net cash inflows for three vears. Using a hurdle rate of 12%, find the
NPV of the investment. (Round your answer to the nearest whole dollar. Use parentheses or a minus sign to represent a negative NPV )

Net Present Value (WPV) =[]

Scenario 7. What is the IRR of the capital investment described in Question 62 The IRR is Net Cash Inflow 0. We tried 12% in
question 6, now welltry 14% and calculate the NPV. (Round your answer o the nearest whl  — 00— fepresent a negatie

NPV)
...... 5196000

Net Present Value (WPV) =[] S100.000
The IRR for the project is
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Piper Corporation, which manufactures dog toys, is developing direct abor standards. The basic direct labor rate is $12.00 per hour. Payroll taxes are 13% of the
basic direct labor rate. while fringe benefits such as vacation and health care insurance. are $6.00 per hour. What is the standard rate per direct labor hour?

Oa $1200
Os. $1956
Oc. $18.00
Op. $1356
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Sandy's Sauces, which produces stir - fry sauces, is developing direct material standards. Each bottle of sauce requires 0.70 kilograms of base. The allowance for
waste is 0.05 kilograms per bottle, while the allowance for rejects is 0.09 kilograms per bottle. What s the standard quantity of base per bottle?

Q4 079 kilograms
OB, 084 kilograms
Oc. 0.70 kilograms
Ob. 075 kilograms
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Which of the following situations would lead to a favorable direct materials price variance?

& The purchasing manager was able to negotiate a lower purchase price for raw materials
OB, Raw materials waste was substantially reduced in the factory
©c. Avendor shipped a greater quantity of raw materials than ordered

OD. The purchasing manager paid a premium price for  higher quality of raw materials
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Afavorable direct materials quantity variance indicates which of the following?

O&. The actual quantity of direct materials used was greater than the standard quantity for budgeted output

O, The standard quantity of direct materials for actual output was less than the actual quantity of direct materials used

©c. The actual cost of direct materials was less than the standard cost of direct materials

©D. The actual quantity of direct materials used was less than the standard quantity for actual output
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Hushovd Iron Works has collected the following data for its Thunderbolt line of products

Direct materials standard
Direct materials standard cost

Actual material purchased cost

Actual direct materials purchased
Actual quantity of direct materials used
Actual finished goods produced

What is the direct material price variance?

O~ 53500 favorable
OF. $4,000 unfavorable
OC. 54,000 favorable

OD. §3,500 unfavorable

10 pounds per unit
5075 per pound
5085 per pound
40,000 pounds
35,000 pounds
4,500 units




