EXERCISES




224 Principles of Cost Accounting ' . _ b

IE : - tidirect Labor Indirect g Eay
Hours Labor Costs

January. ... 400 $ 6,000

February.........oooce, o - 500 7,000

March......cocoeiiienn 600 8,000

APTIl e eieeieeee ' 700 9,000

MaY...veieeiirienns . 800 10,000

June .cooaiiin e : _ 900 11,000

ﬂ $51,000

Separate the indirect labor into its fixed and variable compo-
nents, using the high-low method. £4-8
E4-3 Scattergraph method

Using the data in E4-2 and a piece of graph paper:

1. Plot the data points on the graph and draw a line by visual
inspection, indicating the trend shown by the data points.

2. Determine the variable cost per unit and the total fixed cost
from the information on the graph.

E4-4 - Least-squares regression method . ‘
Using the data in E4-2 and spreadsheet software, determine:
1. The variable cost per unit, the total fixed cost, and R?.
2. The plotted data points using the graphing function.
3. Compare the results to.your solutions in E4-2 and E4-3.

E4-5 High-low method
Phoenix Plastic Inc. has accumulated the following data over a
six-month period: :

Machine Machine-Related
Hours ‘ Costs

January....ooooe. . 700 - ] $10,000
Fabruary .......... ... 900 12,000
March.......oviveivne. 1,100 15,000
CAprib 1,300 17,000
MaY..oeeenen e 1500 20,000
June .. . oagee 22,000
220 : $96,000

_ Separate.the machine-related costs into their fixed and vari-
able components, using the high-low method. E4-9

E4-6 Computing unit costs at different levels of production
Scentsation Inc. budgeted for 12,000 bottles of perfume Oui dur-
ing May. The unit cost of Oui was $20, consisting of direct mate-
rials, $7; direct labor, $8; and factory overhead, $5 (fixed, $2;
variable, $3). . _

a. What would be the unit cost if 10,000 bottles were manufac-
tured? {Hint: You maust first determine the total fixed costs.)

bh. What would be the .unit cost if 20,000 bottles were
manufactured? _

c. Explain why a difference occurs in'the unit costs.
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Chapter 4 — Accounting for Factory Overhead

ldentifying basis for distribution of service department costs
What would be the appropriate basis for distributing the costs of
each of the following service departments to the user
departments?

Building maintenance

Inspection and packing

Machine repair

Human resources
- Purchasing

Shipping _

Raw materiais storerocom

~ooooTw

@

Direct method and sequential method of distributing service
department costs
A manufacturing company has two service and two production
departments. Building Maintenance and Factory Office are the
service departments. The productlon departments are Assembly
and Machining.

The following data have been estimated for next year's
operations:

Direct fabor hours: Assembly, 80,000; Machining, 40,000
Floor space occupied: Factory Office, 10%; Assembly, 40%;
Machining, 50%

The direct charges |dent|fied with each of the departments
are as follows:

Building Maintenantes . v.v v vvss i, : $ 90,000
Factory office ... .................. e ————— 171,000
Assembly . i 378,000
Machining ....oi i iiiiiie v iar e i e © 328,000

The building maintenance department services all departments

of the company, and its costs are allocated using floor space

occupied, while factory office costs are allocable to Assembly

and Machining on the basis of direct labor hours. .

1. Distribute the service department costs, using the direct:
method.

2. Distribute the service department costs, using the sequential
distribution method, with the department servicing the
greatest number of other departments distributed first.

Direct method and sequential me‘thod of distributing service
department costs
A manufacturing company has two service and two production
departments, Building Maintenance and Factory Office are the
service departments. The production departments are Grinding
and Polishing. .

The following data have been estimated for next year's
operations:

Direct labor hours: Grinding, 75,000; Polishing, 25,000

Floor space occupied: Factory Office, 10%; Grinding, 60%;
Polishing, 30%
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Pa-4 Least-squares regression method

Using the data in P4-2 and Microsoft Exce!:
1. Separate the variable and fixed elements.
d , 2. Determine the cost to be charged to the product for the year.
3. Determine the cost to be charged to factory overhead for the
year,
he _ 4. Determine the plotted data points using Chart Wizard.
5. How do these solutions compare to the solutions in P4-2 and
P4-3? -
:e_
or

P45 Budgeted factory overhead costs

o Listed below are the budgeted factory overhead costs for-2011
rs for Valpo Manufacturing Inc. at a projected level of 2,000 units:
S _ Expenses:
Indirect materials.............. et e $ 10,000
Indirect labor ... e . 23,000
a POWEI...... e, e . 15,000
Straight-line depreciation .....................cvvvveeeni... : 30,000
Factory property taX. ... .overivviiiiin e e eanns 28;000
f Factory insurance .............ooveveeiinnnn . 22,000
: Total .o e $125,000
Required: ' ' _ I

Prepare flexible budgets for fadtory_overhead at the 1,000, 2,000,
and 4,000 unit levels. (Hint: You must first decide which of the

t listed costs should be considered variable and which should be
J fixed.)

2

) P4-6 Distribution of service department costs to production

)

departments using the direct method

similar to Self-Study Problem 1

Yumee Products Inc. is divided into five departments, Mixing,
Blending, Finishing, Factory Office, and Building Maintenance.
The first three departments are engaged in production work.
Factory Office and ‘Building Maintenance are service depart-
ments. During the month of June, the following factory over-
head was incurred for the departments:

Mixing................... $21,000 Factory Office............. 9,000
Blending................. 18,000  Building Maintenance.... 6,400
Finishing................. 25,000 ‘

The bases for distributing service department expenses to the
other departments follow:
Building Maintenance-On the basis of floor space occupied by the cther
departments as follows: Mixing, 10,000 sq ft; Blending, 4,500 sq ft; Finish-
ing, 10,500 sq ft; and Factory Office, 7,000 sq ft. _

_ Factory Office-On the basis of number of employees as follows: Mixing,
30; Blending, 20; and Finishing, 50.




A-td

L-td

"Lpuow ayl buy

-Inp paysiuly sqof sy (e Buonpold 10 1509 |e10} 8yl swndwio] g
o ‘Yuow

ay1 Bunnp pais|dwos gofl yoes 4o 1500 [e10} oY) sndwo) 'z
‘Yruow syl Buunp pesidwos qol yoes

- JO 1500 8y} 0] Peppe ag 1 PEIYIoA0 J6 unocwe ayl sindwol L

pasinbay

04,002 S 918l paujlislepard ay) 1Byl pue S1S09 10Ge| 10811p

Jo siseq gyl uo pendde s| pesylano Aloloe) 1Byl AWINSSY

00021°G 0000z e aLz
‘ 00'00V'L 000ZL e a202
¢ OO.OtG 00‘080‘]; .................... J_EGL
00.009 $ . : 00008 $ A XVSL
e} pauonisinbay qor

SLETH | . L EHEIET :

“104e| 1384ip 104
pug psuonisinbal sieudlew 1o} sabieys oyl Buimoys ‘yosiepw Bul
-inp pajejdwos sqol ayi Jo 11| & SI Bumoy|oy 8y Bununoode Jo
Wis1sAs 1500 19p10 qol syl sash 00 Bupmoenuely sey-siueiap
ajel peayssao paujwidlapasd Buisn ‘s1509 gol [eyo) Butuwiaaq

‘s)uswipedap Jaylo ajend

-oidde ay1 01 peayIaA0 90110 A1010e4 BU) JO uonnquisIp 8yl (€)

‘syuswedep Jayio aiedoidde
2yl 01 peaytanc asueuauley Bulpiing ayi Jo uoingulsip ayl (z)
‘pajeuBlio
1 alsym sjuswipedsp a8oiaIes pue uononpald [enplatpul ayl
01 QO¥'6/$ JO peoyiaac A10)0B} {BI0) 8Yl JO uonrnguIsip ayy (1)
Buimoijof oy
10} soiiue |euwinof asedaid ‘aaoqe /-td 0} uolnjos InoA Buisn
(paynbay

sawniedap uoronpoad
0 $1509 JuUBWLIRdap 92IAISS JO UOHNQIASIP Byl Buzjjewnop

(*siuswiliedsp
1eylo Jo Jaquwinu  19ijealff eyl SeolAIes eyl uswinedap
80IAIBS BYl 9INQUISIP 1S4ld UH) 'Peales sjuswinedsp 1810
JO JBqUINU. JO JApIO 8y} Ul poylew uonnqguisip jenusnbeas oyl
Buisn sasuadxe siueiuiiedap 9olAles 8yl Jo uopnquisip eyl Bul
-MOYs a|npayos e aiedald ‘DA0QE 9-pd Ul uonEwIOUL BYE Buisn

:peynbay

| Wajqold APniS-H9s 03 sejiuts
poyjow uonnquisip jenuanbes ayy Buisn spuswitiedap
uonanposd 03 51509 juawedap 891AL2s JO UOHINGILSIG

‘poyISW LORNGLASIP 10841p 8yl Buisn sasuadxe siusuinedap
20IAI9S SUl 10 uonnquisip oyl Buimoys onpsyss e aledaiy
:patinbay

6-7d

8-d

L9d

BuRUNo2oY 1807 JO sejdiounld

ZEee



