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	Part 
	Part A 
	Part B1

	Type of Question
	Multiple Choice Question 
	Multiple Choice Question 

	Question No. 
	No.1-No.30
	No.31-No.40

	Total Point 
	30
	20
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	Option 2

	Part 
	Part A 
	Part B2

	Type of Question
	Multiple Choice Question 
	Exercises

	Question No. 
	No.1-No.30
	1 and 2

	Total Point 
	30
	20

	Point Received 
	 
	 


Please choose one of the following two options:  

Multiple Choice Questions Part A and B:
This section consists of 40 multiple choice questions. 
In order to improve the reliability of the scores, the 1/3 negative marking will be applied because it yields scores that are not inﬂated by guesswork.
Please provide your answers in the following answer sheet (not anywhere else!).  

Answer Sheet
(mark the correct answer by placing an “X” in its box)
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Part A: 30 Multiple Choice Questions (worth a total of 30 points) 
This part consists of 30 multiple choice questions. This section should take about 45 minutes.

1) Linking rewards to performance ________.
A) helps to motivate managers 
B) allows companies to charge premium prices 
C) should only be based on financial information 
D) enhances agency costs
Answer:  A
AACSB:  Analytical thinking

2) In a cost-benefit approach, managers should spend resources if the ________. 
A) marginal costs to the company exceed the marginal benefits
B) expected benefits to the company exceed the expected costs
C) marginal costs to the company equal the marginal benefits
D) expected benefits to the company equal the expected costs
Answer:  B
AACSB:  Analytical thinking
3) For a manufacturing company, direct labor costs would be included in ________.
A) only the direct materials inventory to reflect the cost of labor that has worked using those materials
B) only in the merchandise inventory to reflect the value added in the production process
C) only in both work-in-process inventory and finished goods inventory 
D) direct materials inventory, work-in-process inventory, and finished goods inventory accounts 
Answer:  C
AACSB:  Analytical thinking

4) A company reported revenues of $377,000, cost of goods sold of $122,000, selling expenses of $12,000, and total operating costs of $72,000. Gross margin for the year is ________.
A) $255,000
B) $243,000 
C) $171,000 
D) $293,000 
Answer:  A
Explanation:  $377,000 − $122,000 = $255,000
AACSB:  Application of knowledge

5) What is the cost of goods manufactured for 2018? 

	Beginning finished good, 1/1/2018	$84,000
	Ending finished goods, 12/31/2018	79,000
	Cost of goods sold	306,000
	Sales revenue	450,000
	Operating expenses	98,000
A) $404,000
B) $399,000
C) $301,000
D) $311,000
Answer:  C
Explanation:  $306,000 + $79,000 − $84,000 = $301,000
AACSB:  Application of knowledge
6) Under GAAP, only ________ can be assigned to inventories in the financial statements.
A) manufacturing costs
B) period costs
C) cost of goods sold
D) historical costs
Answer:  A
AACSB:  Application of knowledge

7) Rosewood company sells wooden carvings for $300 each. The direct materials cost per unit is $160 and the direct labor is 2 hours at a rate of $26 per hour. Manufacturing overhead is applied on the basis of labor hours at a rate of $36 per hour. Rosewood makes and sells 1,000 units per period. How many units must Rosewood sell to breakeven?
A) 409 units
B) 450 units
C) 240 units
D) 818 units
Answer:  D
Explanation:  Correct. Unit Contribution Margin 300 - 160 - (2 x $26) = $88
Fixed cost per period = (2 x $36) x 1,000 units = $72,000
Breakeven = FC / CM = $72,000 / $88 = 818 units
AACSB:  Application of knowledge

8) Katrina's Bridal Shoppe sells wedding dresses. The average selling price of each dress is $1,200, variable costs are $400, and fixed costs are $110,000. What is Katrina's operating income when 200 dresses are sold? 
A) $50,000 
B) $240,000
C) $80,000
D) $130,000
Answer:  A
Explanation:  200($1,200) - 200($400) - $110,000 = $50,000
AACSB:  Application of knowledge
9) Burgandy Manufacturing produces a single product that sells for $80. Variable costs per unit equal $35. The company expects total fixed costs to be $90,000 for the next month. In an attempt to improve performance, management is considering a number of alternative actions. Each situation is to be evaluated separately. What is the current breakeven point in terms of number of units? 
A) 2,000 units 
B) 1,125 units 
C) 2,572 units 
D) 2,046 units 
Answer:  A
Explanation:  $80X − $35X − $90,000 = 0; X = 2,000 units
AACSB:  Application of knowledge







10) In multiproduct situations, when sales mix shifts toward the product with the lowest contribution margin then ________.
A) total revenues will increase 
B) interest cost will decrease 
C) total contribution margin will increase 
D) operating income will decrease 
Answer:  D
AACSB:  Analytical thinking

11) An increase in direct labor cost per unit ________.
A) increases the fixed cost
B) increases profits 
C) increases the variable cost
D) increases overhead costs
Answer:  C
AACSB:  Analytical thinking

Question No. 12 is removed. 
12) Which account is credited to write off the difference between allocated and actual overhead using the proration approach?
A) Work-in Process Control
B) Manufacturing Overhead Allocated
C) Finished Goods Control
D) Manufacturing Overhead Control
Answer:  D
AACSB:  Analytical thinking

13) For 2018, Franklin Manufacturing uses machine-hours as the only overhead cost-allocation base. The estimated manufacturing overhead costs are $340,000 and estimated machine hours are 40,000. The actual manufacturing overhead costs are $450,000 and actual machine hours are 50,000.  What is the difference between the budgeted and the actual manufacturing overhead rate using job costing? (Round interim and the final answer to the nearest cent.)
A) $2.75
B) $2.20
C) $0.50
D) $2.25
Answer:  C
Explanation:  Budgeted manufacturing overhead rate: $340,000 / 40,000 mh = $8.50 per machine-hour 
Actual manufacturing overhead is $450,000 / 50,000 = $9.00 per machine hour. 
Difference is $9.00 - $8.50 = $0.50
AACSB:  Application of knowledge






14) Which of the following items is debited to the Work-in-Process account? 
A) allocated manufacturing overhead 
B) completed goods transferred out of the plant 
C) accumulated depreciation on fixed assets 
D) accounts receivable
Answer:  A
AACSB:  Analytical thinking
15) When a job is complete ________.
A) actual indirect manufacturing labor is excluded from the total cost of the job
B) Finished Goods Control is debited
C) the cost of the job is transferred to Manufacturing Overhead Control
D) it is reduced from Manufacturing Overhead Control account
Answer:  B
AACSB:  Analytical thinking
16) Which of the following is a reason that has accelerated the demand for refinements to the costing system?
A) The declining demand for customized products has led managers to decrease the variety of products and services their companies offer.
B) The use of product and process technology has led to an increase in indirect costs and a decrease in direct costs.
C) The increased of automated processes has led to the increase in direct manufacturing cost leading to a decrease in break even point.
D) The increasing competition in product markets has led to an increase in contribution margin resulting in a decrease of break even point. 
Answer:  B
AACSB:  Analytical thinking

17) Which of the following statements is true of activity-based costing?
A) In activity-based costing, direct labor-hours is always the best allocation base to allocate all non-manufacturing indirect costs. 
B) Activity based costing is more suited to companies with high product diversity than companies with single product line.
C) Activity based costing broadly averages or spreads the cost of resources uniformly to cost objects such as products or services.
D) The main advantage of activity-based costing over peanut-butter costing is the accurate distribution of all direct costs to the products.
Answer:  B
AACSB:  Analytical thinking

18) Activity-based costing (ABC) can eliminate cost distortions because ABC systems ________.
A) establish a cause-and-effect relationship with the activities performed
B) use single cost pool for all overhead costs, thereby enabling simplicity
C) use a broad average to allocate all overhead costs
D) never consider interactions between different departments in assigning support costs
Answer:  A
AACSB:  Analytical thinking


Question No. 19 is removed. 
19) For a manufacturing firm that produces multiple families of products requiring various combinations of different types of parts, what would be the best allocation base for human resource administration costs?
A) direct labor hours 
B) electricity costs
C) number of parts purchased
D) machine hours
Answer:  A
AACSB:  Analytical thinking


20) Canton Corp. manufactures two sizes of ceramic paperweights, regular and jumbo. The following information applies to their expectations for the planning period:

Cost Pool	Overhead Costs	Activity-cost driver
Materials handling	$46,000	97,000 orders
Machine maintenance	$360,000	19,000 maintenance hours
Setups	$258,780	45,400 setups
Inspections	$149,800	21,400 inspections
	Total support costs	$814,580

		Production Estimates	
	Production units:
	Regular	= 12,000,000 units
	Jumbo	= 24,000,000 units
	Machine-hours	= 400,000 mh
	Labor-hours	= 800,000 dlh

Expected direct costs amounts to $927,000 for the period. Support cost requirements of both products are substantially different from one another. Zitriks uses an ABC costing system.

Which of the following is true of Canton's overhead costing?
A) Multiple cost pools are appropriate for Canton's because of high direct costs.
B) Single cost pool is appropriate for Canton's because of high direct costs.
C) Multiple cost pools are appropriate for Canton's because of diverse support costs.
D) Single cost pool is appropriate for Canton's because of diverse support costs.
Answer:  C
AACSB:  Application of knowledge
21) A budget is an end product of negotiations among senior and subordinate mangers because ________.
A) budgeting is their mutual responsibility 	
B) senior managers alone cannot spare the time required for the budgeting process
C) senior managers are responsible for providing information on competitors performance and subordinate managers are responsible for information on external market conditions
D) senior managers want very challenging targets, while subordinates may want targets that are relatively easier to achieve.
Answer:  D
AACSB:  Analytical thinking

22) In which order are the following developed? First to last:

	A = Production budget	
	B = Direct materials costs budget
	C = Budgeted income statement	
	D = Revenues budget 

A) ABDC 
B) DABC 
C) DCAB 
D) CABD 
Answer:  B
AACSB:  Analytical thinking

23) Sensitivity analysis helps managers evaluate risks ________.
A) by showing the effects of changes to the original data or an underlying assumption
B) by identifying inconsistencies in underlying assumptions and actual conditions
C) by removing the effects of foreign currency exposure and other uncontrollable factors
D) by identifying gaps in the production process using information on setups needed to manufacture products
Answer:  A
AACSB:  Analytical thinking

24) Kitchens Sales Inc. is approached by Mr. Louis Cifer, a new customer, to fulfill a large one-time-only special order for a product similar to one offered to regular customers. The following per unit data apply for sales to regular customers:

	Direct materials	$546
	Direct labor	360
	Variable manufacturing support	64
	Fixed manufacturing support	122
	Total manufacturing costs	1,092
	Markup (50%)	546
	Targeted selling price	$1,638

Kitchens Sales inc. has excess capacity. Mr. Cifer wants the cabinets in cherry rather than oak, so direct material costs will increase by $65 per unit. The average marketing cost of Kitchens  Sales product is $175 per order.  Which of the following costs is NOT considered to calculate the minimum acceptable price of a one-time-only special order?
A) marketing costs 
B) direct material costs 
C) indirect material costs 
D) special design costs
Answer:  A
AACSB:  Analytical thinking

25) A study by a consultant shows that a company that had $2,000,000 of inventory was holding excess inventory of $320,000 that could be eliminated with a few process improvements.  It also has $620,000 in marketable securities that yield 5% per year.  What is the estimated annual opportunity cost of holding the excess inventory?
A) $16,000
B) $100,000
C) $31,000
D) $47,000
Answer:  A
Explanation:  $320,000 x 5% = $16,000
AACSB:  Analytical thinking

26) A quality control manager of a golf ball maker is most likely to be responsible for a(n) ________.
A) revenue center 
B) investment center 
C) cost center 
D) profit center 
Answer:  C
AACSB:  Analytical thinking


27) Colonial North Manufacturing, Inc. is considering eliminating one of its product lines.  The fixed costs currently allocated to the product line will be allocated to other product lines upon discontinuance. What financial effects occur if the product line is discontinued?
A) net income will decrease by the amount of the contribution margin of the product line being discontinued
B) the company's total fixed costs will increase by the amount of the contribution margin of the product line being discontinued
C) the company's total fixed costs will decrease by the amount of the product line's fixed costs
D) net income will decrease by the amount of the product line's fixed costs
Answer:  A
AACSB:  Analytical thinking
28) Hartley's Meat Pies is considering replacing its existing delivery van with a new one. The new van can offer considerable savings in operating costs. Information about the existing van and the new van follow:

	Existing van	New van
	Original cost	$59,000	$91,000
	Annual operating cost	$19,500	$11,000
	Accumulated depreciation	$33,000	—
	Current salvage value of the existing van	$26,500	—
	Remaining life	9 years	9 years
	Salvage value in 9 years	$ 0	$ 0
	Annual depreciation	$2,889	$10,111

Sunk costs include ________.
A) the accumulated depreciation of the existing van 
B) the original cost of the new van 
C) the current salvage value of the existing van 
D) the annual operating cost of the new van 
Answer:  A
AACSB:  Application of knowledge



29) Bradford, Inc., expects to sell 8,000 ceramic vases for $21 each. Direct materials costs are $4, direct manufacturing labor is $10, and manufacturing overhead is $4 per vase. The following inventory levels apply to 2019:

	Beginning inventory	Ending inventory
	Direct materials	3,000 units	3,000 units
	Work-in-process inventory	0 units	0 units
	Finished goods inventory	400 units	800 units

On the 2019 budgeted income statement, what amount will be reported for cost of goods sold? 
A) $198,000
B) $151,200
C) $144,000
D) $136,800
Answer:  C
Explanation:  Cost of goods sold is $144,000 [8,000 × ($4 + $10 + $4)]. 
AACSB:  Application of knowledge

30) Bauer Manufacturing uses departmental cost driver rates to allocate manufacturing overhead costs to products. Manufacturing overhead costs are allocated on the basis of machine-hours in the Machining Department and on the basis of direct labor-hours in the Assembly Department. At the beginning of 2018, the following estimates were provided for the coming year:

	Machining	Assembly
	Direct labor-hours	80,000	40,000
	Machine-hours	20,000	20,000
	Direct labor cost	$550,000	$900,000
	Manufacturing overhead costs	$480,000	$280,000

The accounting records of the company show the following data for Job #316:

	Machining	Assembly
	Direct labor-hours	120	55
	Machine-hours	50	5
	Direct material cost	$250	$150
	Direct labor cost	$125	$375

What are the total manufacturing costs of Job #316? 
A) $1,885.00
B) $2,085.00
C) $2,485.00
D) $900.00
Answer:  C
Explanation:  DM $400 + DML $500 + MOH $1,585 = $2,485.00
AACSB:  Application of knowledge


Part B1: Multiple Choice Questions (worth a total of 20 points) 
This part consists of 10 multiple choice questions. This section should take about 30 minutes.

Question No. 31 is removed.  
31) Andy worked 60 hours last week for Bread Works Manufacturing. Of the 60 hours 10 hours were considered overtime, and also Tony was idle for 8 of the 60 hours due to an equipment malfunction. Andy makes $90 per hour and is paid $135 an hour (time and a half) for overtime. Andy's total compensation for that week would be ________, and assuming Bread Works charges overtime premium and idle time to indirect labor, the amount of this compensation credited to indirect labor would be ________.
A) $5,850; $1,170
B) $6,300; $2,070
C) $5,130; $2,430
D) $5,400; $1,620
Answer:  A
Explanation:  total compensation (50 × $90) + (10 × $135) = $5,850;
indirect labor (8 × $90) + (10 × $45) = $1,170
AACSB:  Analytical thinking


32) Springer Products manufactures three different product lines, Model X, Model Y, and Model Z. Considerable market demand exists for all models. The following per unit data apply:

	Model X	Model Y	Model Z
	Selling price	$50	$66	$80
	Direct materials	10	10	10
	Direct labor ($15 per hour)	15	15	30
	Variable support costs ($5 per machine-hour)	5	10	10
	Fixed support costs	12	12	12

Which model has the greatest contribution margin per unit? 
A) Model X 
B) Model Y 
C) Model Z 
D) Both Model X and Model Y have the highest and same contribution margin per unit
Answer:  B
Explanation:  Model X	$50 - $10 - $15 - $5 = $20
Model Y	$66 - $10 - $15 - $10 = $31 highest
Model Z	$80 - $10 - $30 - $10 = $30 
AACSB:  Application of knowledge












33) Dartmouth Corporation manufactures two models of office chairs, a standard and a deluxe model. The following activity and cost information has been compiled:

	Number of	Number of	Number of
Product	Setups	Components	Direct Labor Hours
Standard	11	6	295
Deluxe	29	13	205

Overhead costs	            $60,000	$58,900

Number of setups and number of components are identified as activity-cost drivers for overhead. Assuming an activity-based costing system is used, what is the total amount of overhead costs assigned to the deluxe model? 
A) $59,450
B) $83,800
C) $56,800
D) $62,100
Answer:  B
Explanation:  Setups: $60,000 ÷ (11 + 29) = $1,500
Components: $58,900 ÷ (6 + 13) = $3,100
Total amount of overhead costs = ($1,500 × 29) + ($3,100 × 13) = $83,800
AACSB:  Application of knowledge


34) Elite Stationary Inc. employs 20 full-time employees and 10 trainees. Direct and indirect costs are applied on a professional labor-hour basis that includes both employee and trainee hours. Following is information for 2018:

	Budget	Actual
	Indirect costs	$300,000	$400,000
	Annual salary of each employee	$200,000 	$210,000
	Annual salary of each trainee	$35,000	$40,000
	Total professional labor-hours	20,000	dlh	40,000	dlh

What are the budgeted direct-cost rate and the budgeted indirect-cost rate, respectively, per professional labor-hour? (Round the final answers to the nearest cent.)
A) $200.00; $16.75 
B) $217.50; $15.00  
C) $115.00; $10.00  
D) $135.00; $10.00 
Answer:  B
Explanation:  [($200,000 × 20) + ($35,000 × 10)] / 20,000 = $217.50 budgeted direct rate
$300,000 / 20,000 = $15.00 budgeted indirect rate
AACSB:  Application of knowledge








35) Tony Manufacturing produces a single product that sells for $80. Variable costs per unit equal $50. The company expects total fixed costs to be $82,000 for the next month at the projected sales level of 2,800 units. In an attempt to improve performance, management is considering a number of alternative actions. Each situation is to be evaluated separately. Suppose that management believes that a 14% reduction in the selling price will result in a 14% increase in sales. If this proposed reduction in selling price is implemented ________.
A) operating income will decrease by $23,990 
B) operating income will increase by $7,370  
C) operating income will decrease by $31,360 
D) operating income will increase by $23,990
Answer:  A
Explanation:  Reduction in revenues = $80 × 14% = $11.2 × 2,800 units = 	($31,360)
Increase in contribution = 2,800 units × 14% = 392 units × ($68.8 − $50) =	$23,990 
Change in operating income	    ($7,370)
AACSB:  Application of knowledge


36) A company incurs $4,050,000 of overhead each year in three departments: Ordering and Receiving, Mixing, and Testing. The company prepares 2,000 purchase orders, works 50,000 mixing hours, and performs 1,500 tests per year in producing 200,000 drums of Goo and 600,000 drums of Slime. The following data are available:
		Department		Estimated use of Driver		Cost	
	Ordering and Receiving                      2,000 	$1,200,000
	Mixing	                                                  50,000	1,500,000
	Testing	                                                  1,500	1,350,000

Production information for Goo is as follows:
	Department		Estimated use of Driver
	Ordering and Receiving	    400
	Mixing	                                 20,000
	Testing	                                  500

Compute the amount of overhead assigned to Goo.
A. $1,012,500
B. $1,290,000
C. $1,582,146
D. $2,025,000

Answer: B
Explanation: $1,200,000 / 2,000 = $600 x 400 = $240,000; $1,500,000 / 50,000 = $30 x 20,000 = $600,000; $1,350,000 / 1,500 = $900 x 500 = $450,000; $240,000 + $600,000 + $450,000 = $1,290,000
((Order and Receiving Overhead / Total Purchase Orders) x Expected use of Purchase Orders for Goo) + ((Mixing Overhead / Total Mixing Hours) x Expected use of Mixing Hours for Goo) + (Testing Overhead / Total Number of Test) x Expected use of Testing for Goo) = Amount overhead Assigned to Goo)  
AACSB:  Application of knowledge






37) River Falls Manufacturing uses a normal cost system and had the following data available for 2018:

	Direct materials purchased on account	$145,000
	Direct materials requisitioned	82,000
	Direct labor cost incurred	127,000

	Factory overhead incurred	140,000
	Cost of goods completed	288,000
	Cost of goods sold	248,000

	Beginning direct materials inventory	25,000	
	Beginning WIP inventory	63,000
	Beginning finished goods inventory	53,000
	Overhead application rate, as a percent of direct-labor costs	125 percent

The ending balance of finished goods inventory is ________.
A) $53,000
B) $40,000
C) $93,000
D) $288,000
Answer:  C
Explanation:  $53,000 + $288,000 - $248,000 = $93,000
AACSB:  Application of knowledge

38) Buildz Manufacturing currently produces 2,000 tables per month. The following per unit data for 2,000 tables apply for sales to regular customers:

 	Direct materials 	$75
 	Direct manufacturing labor 	20
 	Variable manufacturing overhead  	20
 	Fixed manufacturing overhead  	40
 	Total manufacturing costs  	$155

The plant has capacity for 4,000 tables and is considering expanding production to 4,000 tables. What is the total cost of producing 4,000 tables?
A) $540,000
B) $500,000
C) $390,000
D) $620,000
Answer:  A
Explanation:  [($75 + $20 + $20) × 4,000 units] + ($40 × 2,000 units) = $540,000
AACSB:  Application of knowledge




39) Xylon Corp. has contracts to complete weekly supplements required by forty-six customers. For the year 2018, manufacturing overhead cost estimates total $940,000 for an annual production capacity of 10 million pages.

For 2018, Xylon decided to evaluate the use of additional cost pools. After analyzing manufacturing overhead costs, it was determined that number of design changes, setups, and inspections are the primary manufacturing overhead cost drivers. The following information was gathered during the analysis:

Cost pool	Manufacturing overhead costs	Activity level
Design changes	$160,000	500 design changes
Setups	692,000	2,000 setups
Inspections	88,000	8,000 inspections
	Total manufacturing overhead costs	$940,000

During 2018, two customers, Money Managers and Hospital Systems, are expected to use the following printing services:

Activity	Money Managers	Hospital Systems
Pages	70,000	86,000
Design changes	11	3
Setups	19	9
Inspections	26	64

Under ABC costing, what is the inspection cost allocated to Hospital Systems?
A) $704
B) $80
C) $286
D) $6,574
Answer:  A
Explanation:  Inspection cost = ($88,000 ÷ 8,000 inspections) × 64 = $704
AACSB:  Application of knowledge


40) Ruben is a travel agent. He intends to sell his customers a special round-trip airline ticket package. He is able to purchase the package from the airline for $140 each. The round-trip tickets will be sold for $230 each and the airline intends to reimburse Ruben for any unsold ticket packages. Fixed costs include $5,500 in advertising costs. How many ticket packages will Ruben need to sell in order to achieve $60,000 of operating income? 
A) 62 packages 
B) 667 packages 
C) 285 packages 
D) 728 packages 
Answer:  D
Explanation:  $230X - $140X - $5,500 = $60,000; X = 728
AACSB:  Application of knowledge







Part B2: Exercises (worth a total of 20 points)
This part consists of 1 exercise. This section should take about 30 minutes.

Job costing, journal entries. Donald Transport assembles prestige manufactured homes. Its job-costing system has two direct-cost categories (direct materials and direct manufacturing labor) and one indirect-cost pool (manufacturing overhead allocated at a budgeted $31 per machine-hour in 2017). The following data (in millions) show operation costs for 2017:
[image: fig_138_1]

Required:
1.	Prepare journal entries. Number your entries (11 Points). Explanations for each entry may be omitted. Post to T-accounts (4 Points). What is the ending balance of Work-in-Process Control (1 Point)?
3.	Show the journal entry for disposing of under- or overallocated manufacturing overhead directly as a year-end writeoff to Cost of Goods Sold. Post the entry to T-accounts. (2 Points)
4.	How did Donald Transport perform in 2017? (2 points)


SOLUTION

Job costing, journal entries.

[image: ]An overview of the product-costing system is

1.	Amounts in millions.

	(1)	Materials Control
		Accounts Payable Control
	154
	
154

	(2)	Work-in-Process Control
		Materials Control
	152
	
152

	(3)	Manufacturing Department Overhead  Control
		Materials Control
	  19
	
  19

	(4)	Work-in-Process Control
		Wages Payable Control
	  96
	
  96

	(5)	Manufacturing Department Overhead Control
		Wages Payable Control
	  34

	
  34

	(6)	Manufacturing Department Overhead Control
		Accumulated Depreciation
	  28
	
  28

	(7)	Manufacturing Department Overhead Control
		Various liabilities
	    13

	
    13

	(8)	Work-in-Process Control
		Manufacturing Overhead Allocated
	  93

	
  93

	(9)	Finished Goods Control
		Work-in-Process Control
	298

	
298

	(10a)	Cost of Goods Sold
		Finished Goods Control
	294

	
294

	(10b)	Accounts Receivable Control (or Cash )
		Revenues
	410

	
410



The posting of entries to T-accounts is as follows:

	Materials Control
	
	Work-in-Process Control

	Bal	18
	(2)	152
	
	Bal.	9
(2)	152
(4)	96
(8)	93
	(9)	298

	(1)	154
	(3)	19
	
	
	

	Bal.	1
	
	
	
	

	
	
	
	
	

	
	
	
	Bal.	52
	



	Finished Goods Control
	
	Cost of Goods Sold

	Bal.	10
(9)	298
	(10a)	294

	
	(10a)	294
(11)	1
	

	Bal.	14
	
	
	
	



	Manufacturing Department
Overhead Control
	
	
Manufacturing Overhead Allocated

	(3)	19
(5)	34
(6)	28
(7)	13
	(11)	94

	
	(11)	93
	(8)	93



	Accounts Payable Control
	
	Wages Payable Control

	
	(1)	154

	
	
	(4)	96
(5)	34



	Accumulated Depreciation 
	
	Various Liabilities

	
	(6)	28

	
	
	(7)	13



	Accounts Receivable Control
	
	Revenues

	(10b)	410
	
	
	
	(10b)	410

	
	
	
	
	



The ending balance of Work-in-Process Control is $52 million.

2.	(11) 	Manufacturing Overhead Allocated	93
	Cost of Goods Sold	1
	     Manufacturing Department Overhead Control	94

	Entry posted to T-accounts in Requirement 2.

3.  Gross margin = Revenues  Cost of goods sold = $410  $295 = $115.
Donald Transport’s gross margin of 28% ($115 ÷ $410) is relatively small, indicating Donald Transport did fine but not particularly well in 2017. (Gross margins below 30% are generally considered small.) A company manufacturing prestige manufactured homes should have higher gross margins. 




Formula Sheet 

· SP = Sale price per unit 
· VC = Variable cost per unit 
· Sales = SP × Q  
· Variable Costs = VQ 
· Unit Contribution Margin = Unit CM = (SP – VC)
· Contribution Margin = CM = (SP × Q – VC × Q) = (SP – VC) × Q = Unit CM × Q
· If P, V stay as before: ΔCM = (SP – VC) × ΔQ = Unit CM × ΔQ
·   
· 
· Operating Income = (Sales – Variable Costs) – Fixed Costs 
· OI                             = (SP × Q – VC × Q) – FC
· OI                             = CM – FC = CM Ratio × Sales – FC
· OI                             = (SP – VC) × Q – FC
· OI                             = Unit CM × Q – FC
· 
· 
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