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- , Standard direct labor hours budgeted by ABC Company for February production were 

2,000. Factory overhead at that level was budgeted at $ 10,000, of which $ 3,000 

is variable. Actual direct labor hours for the month were 1,900. The standard labor 

hours allowed for actual February production are 2,050. Actual factory overhead !<:H 

the month was $ 10,500. 

Required: 

Compute the spending variance, the variable efficiency variance, and the volume 

variance, indicating whether the variances are favorable or unfavorable. 

*~~.±-;t: *~.R-I-~:±l:ift~fA$~' ~-I-1IJ:±l~t"~.:fft~1{i/!;fI' #307t- 0 

DEF Company plans to market a new product. Based on its market studies, 

management estimates that it can sell 5,500 units during the first year. The sales price 

will be $ 2 per unit. Variable cost is estimated to be 40% of the sales price. Fixed 

cost is estimated to be $ 6,000. 

Required: 

_________G()_IDE'1.!-t_~ thebre~k-e\len poj!l:t}n <:!oUar_s and in unLts. ._~ ~ __ 

* ~~.±-;t : * ~.R -I-~ :±l :ift #- fA $ ~ , ~ -I-11J:±l"tt.J. ~.:fft ~1{ i/!;fI , # 10 7t 0 

.=... ' GHI Company is considering purchasing a new machine to be used to manufacture a 

new product, called Penton, which will sell for $ 25 a unit. Variable manufacturing 

cost is expected to be $ 12 for each unit of. Penton manufactured, and variable 

marketirg cost is expected to be $ 3 for each unit sold. The machine being 

considered can produce 12,000 units a year, all of which the Marketing Department 

believes can be sold for $ 25 a unit. The proposed machine will cost $ 550,000. 

Although the machine will probably last 10 years, management believes that the 

product's life cycle will be only 5 years. The salvage value of the new machine at the 

end of the product's 5-year life cycle is expected to be $ 125,000. Management does 

riot believe the machine can be used to manufacture any of the company's other 

products. 

Required: 

Compute the excess of net pretax cash inflows from all sources over the cost of the 

machine. 

* "tt ~.±-;t : * ~.R -I-~ :±l lit~ fA $ ~ , ~ -I-11J:±l ~f.J. ~.:fft )1{:i&;fI , # 10 ~ 0 
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I.	 Culture CompeDy USICS IlQDDaI c:os6Dg. -. maoufiatturiDg cwahead is applied 10 wuk in process 0Il1he 
basis ofmdUoc hours. On ~ 1 of the cunetlt Jar. there were DO balancx:s ill wod-iD-proce$s or 
fini<ihccI.-r.o inventcric::s. The tQOowiog estin...to;s were included in1hec:uneotycar"s budget.. 

Total hudgetccllDlIIlUfilcturiow:rhead $306,000 
Total budgeted hours 51.000 

Duriog ~ the firm ~ the iOIIowiRg poduciioIljobs: 
M07 1,200 machine hours 
T2J 3,000....ine loa 
BI9 1.100machine hours 

During January. job numbers M01 and T28 were c:ompIeted. -. job BUIDber M07 was sold.. The IlCtuaI
 
IIl8IlU&cturing0¥eIhcId incuned.cIuriagJaDuary was S31.000.
 
Required:
 
<a>	 How much JIIIlHlUIac:tur ~ .....appIiccI to procIIIdion cI8ring January? (5 il'->
(b> Prepare ajournal entry 10 prorate 1he cwaapp6cd or ~ ovahead f« January among 1he 

Wuk-ie-Proc:ess io~ FiDished-Goods iD.~ IIDd Cost ofGoods Sold acoouuts. (5 i)-) 

2.	 Weather Insttuments ~ products from component parts. It has two depaItmerds that 
process an produds. During January, the beginning wod: in process in the ~ 

department was half c:omplete as to conV'etSi.oo. and 100% c:ompIete ~ to direct matetiaJs. The 
beginning inventory included $l2.(XX) for malerlaJs and $4.(D) lor ~ costs. OverlJmd 
is applied at the rate of 50% of clired manufaduriog Jabot costs. Ending wod-in-proc:ess 
invent0£1 in the as.serN:lIy departmentwas 4.O'J'. complete as to CUUUsiOCl and 1CJ(J'%, a.lllplete 
as tomaleriaIs.. All spoilage is coosidered.n<xmaland is ddeded at theend of the process. 

Begimliog work in.process in the finisbiog department inFebmary was ~ complete as to 

conversion. and ending wodt in process was 2S'% COl\ve:t::led... Direct materials are added at the 
end of the process. Beginning in~included $16.000 _ transleued-in cosIs and $lfl.(m 
for direct manufac:turing labor CQ'its. 0verI:lead in. this department is equal to direct 
manufacturinglaborco5ls. Additiooatintoooationabout the twO ~ follows: 

A~an.) ~) 
Beginningwork-in-processunits 2n.OOO 2......
 
Units started this period 40.000 ?
 
Units transi:u:ed this period 5Q,OOO 5l.OOO
 
Ending wodc:-in-proc:essunits aooo 20,000
 
Material costs added SQ,OOO $28,000
 
Directmanufadmillg labor $16.000 $2~
 

Required:
 
Preperc a productioo. oostwubhcet: usiDg~fOr the ~~andRFO f«
 
the finAing dq.-tIIlieIlt. (20 it)
 

3.	 Cocoa Pet Corpomicn manufac:tutes two models of grooming slat:ioosJ. a standard and a 
deluxe model.1hefollowing activity and oostinfarmalianhasbeencampiled: 

Nambetof Namber:of NuJD'b«of 

Prodoct ~ O!!lJPOlM'ft', Direct LabgtIlGag 
Standard 330650 
I>elwee 7 50 1.50 
Overllead COl5Is $20.000 $mIlD) 

Required: 
(a) Assume a traditionalcosting system applies the $8O.,(XX) ofcwerbead c:os!s based on direct labor 

hours. what is the total amountofoverhead cosIs assigneclto thestaodardmocIen (l@) 
(b) Assume that an ac:Iivity-based C.'05ting system is used and that the JlUIDber of setups and the 

number ofcomponents are identi6ed M the ac:tirily-<.ost driYers for ~ what is the total 
amountofovahead c:os!s as5igned to the standard model?(l@) 
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