EXERCISE 2-21
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*or sometimes (b), depending on the circumstances.


EXERCISE 2-26

	  1.
	Wood used in the production of furniture.
	Variable.

	  2.
	Fuel used in delivery trucks.
	Variable.

	  3.
	Straight-line depreciation on factory building.
	Fixed.

	  4.
	Screws used in the production of furniture.
	Variable.

	  5.
	Sales staff salaries.
	Fixed.

	  6.
	Sales commissions.
	Variable.

	  7.
	Property taxes.
	Fixed.

	  8.
	Insurance on buildings.
	Fixed.

	  9.
	Hourly wages of furniture craftsmen.
	Variable.

	10.
	Salaries of factory supervisors.
	Fixed.

	11.
	Utilities expense.
	Mixed.

	12.
	Telephone bill.
	Mixed.





EXERCISE 2-27  


(a)	Maintenance Costs:

	$5,000 
	-
	 $2,750
	=
	 $2,250 

	  8,000 
	-
	   3,500 
	
	   4,500 



= $0.50 variable cost per machine hour

	
	
	
	Activity Level

	
	
	
	High
	
	Low

	
	
	
	
	
	

	
	Total cost
Less:  Variable costs
	8,000 × $.50
	3,500 × $.50
Total fixed costs
	
	$5,000

 4,000
00,000
$1,000
	
	$2,750


 1,750
$1,000



	Thus, maintenance costs are $1,000 per month plus $0.50 per
machine hour.



EXERCISE 2-27 (Continued)
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	PROBLEM 2-44A



(a)	TOMBERT COMPANY
	Cost of Goods Manufactured Schedule
	For the Month Ended October 31, 2016
		

	Work in process, October 1				$ 16,000
	Direct materials
		Raw materials inventory,
		  October 1		$ 18,000
		Raw materials
		  purchases		  264,000
		Total raw materials available
		  for use		282,000
		Less: Raw materials inventory,
				  October 31		  29,000
		Direct materials used				$253,000
	Direct labour				 190,000
	Manufacturing overhead
		Rent on factory facilities		 60,000
		Depreciation factory
		  equipment		 31,000
		Indirect labour		 28,000
		Factory utilities*		  9,000
		Factory insurance**		      4,800
	Total manufacturing overhead		          	 132,800
	Total manufacturing costs				 575,800
	Total cost of work in process				 591,800
	Less: Work in process, October 31				  14,000
	Cost of goods manufactured				$577,800

	**$12,000 × 75% = $9,000
	**$8,000 × 60% = $4,800



PROBLEM 2-44A (Continued)

(b)	TOMBERT COMPANY
	Income Statement
	For the Month Ended October 31, 2016
		

	Sales (net)			$780,000
	Cost of goods sold
		Finished goods inventory, October 1		$ 30,000
		Cost of goods manufactured		 577,800
		Cost of goods available for sale		 607,800
		Less: Finished goods inventory,
				  October 31		  45,000
			Cost of goods sold			 562,800
	Gross profit			 217,200
	Operating expenses
		Advertising expense		  90,000
		Selling and administrative salaries		  75,000
		Amortization expense—sales
		  equipment		  45,000
		Utilities expense*		   3,000
		Insurance expense**		   3,200
			Total operating expenses			 216,200
	Net income			$  1,000

	**$12,000 × 25%
	**$8,000 × 40%




	PROBLEM 2-57B


	
		
(a)		Cost of goods sold = $390 – $70 = $320 million

(b)	Total factory overhead cost = 
	$320 – $80 – $180 = $60 million
	
(c)	Selling and administrative expenses =
	$70 – $22 = $48 million

(d)	Total product costs = DM + DL + MOH = 
	$80 + $180 + $60 = $320 million

(e)	Total period costs = $48 million

(f)	Prime cost = DM + DL = $80 + $180 = $260 million

(g)	Conversion cost = DL + MOH = $180 + $60 = $240 million

(h)	Cost of goods manufactured = $0 + $320 – $0 = $320 million


	PROBLEM 2-58B



Abbreviations used:
Let CON = Conversion cost
Let FOH = Factory overhead costs
Let PRI = Prime cost
Let TMC = Total manufacturing costs
BDMI is Beginning Direct Material Inventory 
EDMI is Ending Direct Materials Inventory 

(a) Calculations:

Gross profit = $900,000 × 20% = $180,000
Cost of goods sold = $900,000 – $180,000 = $720,000

CON = $360,000 + (40% × CON)
(0.6 × CON) = $360,000
CON = $600,000
FOH = $600,000 – $360,000 = $240,000

PRI = 70% × TMC
DM + DL = 0.70(DM + DL + FOH)
1.0DM – 0.70DM = 0.70(DL + FOH) – DL
0.30DM = 0.70($360,000 + 240,000) – $360,000
DM = $200,000

Total manufacturing costs = $200,000 + $360,000 + $240,000 = $800,000

Ending WIP = 10% × TMC = 0.10 × $800,000 = $80,000

COGM = BWIP + TCM – EWIP = $68,000 + $800,000 – $80,000 = $788,000

BFI + COGM – EFI = COGS
EFI = $30,000 + $788,000 – $720,000 = $98,000

EDMI = BDMI + DM Purchases – DM Used
EDMI = $32,000 + $320,000 – $200,000 = $152,000

PROBLEM 2-58B (Continued)

MEDIUM-SIZED COMPANY
Cost of Goods Manufactured Schedule
For the month ended January 31, 2012
		

	Work in process, beginning			$ 68,000
	Direct materials
		Direct materials inventory,
		  January 1		$ 32,000
		Direct materials purchases		  320,000
		Total direct materials 
		  available for use		 352,000
		Less: Direct materials inventory,
				  January 31		152,0002
		Direct materials used		$200,000	
	Direct labour		 360,000	
	Manufacturing overhead		 240,000	
		Total manufacturing costs				  800,000
	Total cost of work in process			 868,000
	Less:  Work in process, ending			  80,0003
	Cost of goods manufactured			$788,000

(b)  Inventories destroyed:
	
	Finished goods
	  $98,0001

	Work in process
	    80,0003

	Direct materials
	  152,0002

	   Total
	$330,000






	CASE 2-62



	
	(a)
	Direct costs of production
	 $220.00 
	

	
	
	Indirect costs of production
	  180.00 
	

	
	
	Total costs of production
	 $400.00 
	

	
	
	
	
	

	
	(b)
	Direct materials, beginning
	 $  50.00 
	

	
	
	Plus:  Direct material purchased
	  140.00 
	

	
	
	Total material available for use
	190.00 
	

	
	
	Less:  Direct materials, ending
	         80.00 
	

	
	
	Direct materials used
	 $110.00 
	

	
	
	
	
	

	
	(c)
	Direct costs of production
	 $220.00 
	

	
	
	Less:  Direct materials used
	  110.00 
	

	
	
	Direct labour
	 $110.00
	

	
	
	
	
	

	
	(d)
	Total variable costs of production1
	   $280.00 
	

	
	
	Less:  direct costs of production
	   220.00 
	

	
	
	Variable overhead costs
	 $  60.00 
	

	
	
	1Includes DM, DL, VOH 

	
	

	
	(e)
	Total indirect costs of production2
	 $180.00 
	

	
	
	Less:  variable overhead costs
	    60.00 
	

	
	
	Fixed manufacturing overhead
	 $120.00
	

	
	
	2Indirect costs are overhead costs – both variable and fixed


	
	(f)
	Work in process, beginning
	
	 $140.00 

	
	
	Plus:  Manufacturing costs
	
	

	
	
	     Direct material
	 $110.00 
	

	
	
	     Direct labour
	110.00 
	

	
	
	     Variable manufacturing overhead
	    60.00 
	

	
	
	     Fixed manufacturing overhead
	  120.00 
	   400.00 

	
	
	Total work in process cost
	
	 540.00 

	
	
	Less:  Work in process, ending
	
	  180.00 

	
	
	Cost of goods manufactured
	
	 $360.00



CASE 2-62 (Continued)


	
	(g)
	Finished goods inventory, beginning
	 $240.00 

	
	
	Plus:  Cost of goods manufactured
	   360.00 

	
	
	Cost of goods available for sale
	 600.00 

	
	
	Less:  Finished goods inventory, ending
	   250.00 

	
	
	Cost of goods sold
	 $350.00

	
	
	
	

	
	(h)
	Direct Labour
	 $110.00 

	
	
	Variable manufacturing overhead
	  60.00 

	
	
	Fixed manufacturing overhead
	   120.00 

	
	
	Total conversion costs
	 $290.00

	
	
	
	

	
	(i)
	Direct materials
	 $110.00 

	
	
	Direct labour
	  110.00 

	
	
	Total prime costs
	 $220.00

	
	
	
	

	
	(j)
	Period costs =
	

	
	
	     Selling and administrative costs
	 $210.00 

	
	
	
	




