Financial and Managerial Accounting
Product and Period Costs Exercises

Below is a summary of financial and operating information for a company:
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REQUIRED:
1. Identify manufacturing overhead costs
2. Calculate manufacturing overhead rate
3. Calculate inventory value
4. Calculate cost per unit of inventory
5. Prepare income statement
6. Calculate ending inventory (dollars and units)


Financial and Managerial Accounting
Product and Period Costs Exercises Set 2

Below is a summary of financial and operating information for a company:
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REQUIRED:
1. Identify manufacturing overhead costs
2. Calculate manufacturing overhead rate
3. Calculate inventory value
4. Calculate cost per unit of inventory
5. Prepare income statement
6. Calculate ending inventory (dollars and units)



Financial and Managerial Accounting
CVP Analysis Exercises

1) Use the following information:
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To calculate:
contribution margin (PPT slide 7)
operating profit (PPT slide 7)
contribution margin ratio (PPT slide 7)
breakeven sales, units and $ (PPT slide 8)
margin of safety (PPT slide 10)
	target sales, units and $ (PPT slide 11)

2) Using the information from question 1), analyze a cost structure adjustment as follows:
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Calculate:
operating profit (PPT slide 14)
breakeven sales, units and $ (PPT slide 14)
Based on your analysis, do you recommend this change?

3) Using the information from question 1), analyze a proposal for an advertising campaign as follows:
[image: ]
Calculate:
operating profit (PPT slide 16)
Based on your analysis, do you recommend this change?



Financial and Managerial Accounting
CVP Analysis Exercises Set 2

1) Use the following information:
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To calculate:
contribution margin (PPT slide 7)
operating profit (PPT slide 7)
contribution margin ratio (PPT slide 7)
breakeven sales, units and $ (PPT slide 8)
margin of safety (PPT slide 10)
	target sales, units and $ (PPT slide 11)

2) Using the information from question 1), analyze a cost structure adjustment as follows:
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Calculate:
operating profit (PPT slide 14)
breakeven sales, units and $ (PPT slide 14)
Based on your analysis, do you recommend this change?

3) Using the information from question 1), analyze a proposal for an advertising campaign as follows:
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Calculate:
operating profit (PPT slide 16)
Based on your analysis, do you recommend this change?



Financial and Managerial Accounting
Flexible Budgets Exercises

1) Prepare a performance report based on the following information:
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Financial and Managerial Accounting
Flexible Budgets Exercises Set 2

1) Prepare a performance budget based on the following information:
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Financial and Managerial Accounting
Incremental Analysis Exercises

1) Should we cancel a lease agreement for equipment costing $8,000/year and increase direct labor costs from $12/unit to $14/unit if we manufacture 5,000 units/year?

[image: ]

2) In the following analysis, segment A shows a loss; should we drop this segment?
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Financial and Managerial Accounting
Incremental Analysis Exercises Set 2

1) Should we rent equipment costing $30,000/year which will reduce direct labor costs from $18/unit to $12/unit if we manufacture 5,000 units/year?

[image: ]

2) In the following analysis, segment A shows a loss; should we drop this segment?

[image: ]
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Sales price per unit 30.00 $        

Planned unit sales 12,900         

Variable costs per unit 12.70 $        

Fixed costs 145,600 $   

Target operating income 145,000 $   
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Variable costs per unit INCREASE 2.40 $          

Fixed costs DECREASE 20,000 $     
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Sales price per unit INCREASE 2.50 $          

Planned unit sales INCREASE 800               

Advertising costs 45,000 $     
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Budget information:

units, budget 59                      

Sales price per unit 342.00 $          

Supplies cost per unit 92.00 $            

Wages per unit 90.00 $            

Annual salaries 1,800 $            

Annual rent 3,200 $            

Units, actual 62                      

Income statement

Sales 21,300 $          

Expenses

Supplies 5,500 $            

Wages 5,250 $            

Salaries 1,700 $            

Rent 3,050 $            

Total expenses 15,500 $          

Net operating income 5,800 $            


image10.emf
Budget information:

units, budget 1,240                

Sales price per unit 87.00 $            

Supplies cost per unit 22.00 $            

Wages per unit 32.00 $            

Annual salaries 22,000 $          

Annual rent 8,000 $            

Units, actual 1,210                

Income statement

Sales 112,400 $        

Expenses

Supplies 27,100 $          

Wages 37,600 $          

Salaries 23,500 $          

Rent 8,400 $            

Total expenses 96,600 $          

Net operating income 15,800 $          
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Per unit Units Total

Sales $60 5,000                 $300,000

Variable expenses

Direct materials $14 5,000                 $70,000

Direct labor $12 5,000                 $60,000

Variable overhead $2 5,000                 $10,000

Total variable expenses $140,000

Contribution margin $160,000

Fixed expenses

Fixed overhead $62,000

Rent on machine $8,000

Total fixed expenses $70,000

Net operating income $90,000

Current Situation
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Division A Division B Total

Sales 300,000 $                1,320,000 $            1,620,000 $           

Variable expenses 120,000 $                840,000 $                960,000 $               

Contribution margin 180,000 $                480,000 $                660,000 $               

Fixed expenses

Allocated factory overhead 36,000 $                  72,000 $                  108,000 $               

Salary of division manager 54,000 $                  48,000 $                  102,000 $               

Depreciation 30,000 $                  12,000 $                  42,000 $                 

Advertising 48,000 $                  90,000 $                  138,000 $               

Factory rent 42,000 $                  54,000 $                  96,000 $                 

Allocated administrative expense 18,000 $                  36,000 $                  54,000 $                 

Total fixed expenses 228,000 $                312,000 $                540,000 $               

Net operating income/(loss) (48,000) $                168,000 $                120,000 $               
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Per unit Units Total

Sales $60 5,000                 $300,000

Variable expenses

Direct materials $14 5,000                 $70,000

Direct labor $18 5,000                 $90,000

Variable overhead $2 5,000                 $10,000

Total variable expenses $170,000

Contribution margin $130,000

Fixed expenses

Fixed overhead $62,000

Rent on machine $0

Total fixed expenses $62,000

Net operating income $68,000

Current Situation
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Division A Division B Total

Sales 300,000 $                1,320,000 $            1,620,000 $           

Variable expenses 120,000 $                840,000 $                960,000 $               

Contribution margin 180,000 $                480,000 $                660,000 $               

Fixed expenses

Allocated factory overhead 36,000 $                  72,000 $                  108,000 $               

Salary of division manager 54,000 $                  48,000 $                  102,000 $               

Depreciation 30,000 $                  12,000 $                  42,000 $                 

Advertising 98,000 $                  90,000 $                  188,000 $               

Factory rent 42,000 $                  54,000 $                  96,000 $                 

Allocated administrative expense 18,000 $                  36,000 $                  54,000 $                 

Total fixed expenses 278,000 $                312,000 $                590,000 $               

Net operating income/(loss) (98,000) $                168,000 $                70,000 $                 
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Company name: Twenty Productions, Inc.

Income statement date: October 31, 2013

Direct materials 11,250 $           Direct estimated labor hours 6,500      

Direct labor 15,000 $           Direct labor hours incurred 2,200      

Indirect labor 1,000 $             Units produced 390          

Indirect materials 375 $                 Units sold 345          

Electricity at factory 1,625 $             Unit sales price 165 $       

Rent at factory 3,000 $            

Factory manager 7,500 $            

Advertising expense 7,000 $            

Rent at headquarters 4,000 $            

CEO salary 12,500 $          
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Company name: Ninety Productions, Inc.

Income statement date: October 31, 2012

Direct materials 133,750 $        Direct estimated labor hours 9,500      

Direct labor 145,000 $        Direct labor hours incurred 1,600      

Indirect labor 3,000 $             Units produced 1,170      

Indirect materials 1,125 $             Units sold 1,035      

Electricity at factory 4,875 $             Unit sales price 495 $       

Rent at factory 49,000 $          

Factory manager 82,000 $          

Advertising expense 45,500 $          

Rent at headquarters 28,000 $          

CEO salary 86,000 $          
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Sales price per unit 12.40 $        

Planned unit sales 24,500         

Variable costs per unit 6.15 $          

Fixed costs 112,500 $   

Target operating income 60,000 $     
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Variable costs per unit INCREASE 0.45 $          

Fixed costs DECREASE 14,200 $     
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Sales price per unit INCREASE 0.80 $          

Planned unit sales INCREASE 1,000           

Advertising costs 22,000 $     


