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	1.
	The following standards for variable manufacturing overhead have been established for a company that makes only one product: 

 Standard hours per unit of output

 3.6 hours

 Standard variable overhead rate

 $16.05 per hour

 The following data pertain to operations for the last month:

 Actual hours

 5,000 hours

 Actual total variable overhead cost

 $80,000

 Actual output

 1,300 units

 Required:

 a. What is the variable overhead spending variance for the month?

 b. What is the variable overhead efficiency variance for the month? 


	2.
	Your co-worker in the cost department of Enterprise Manufacturing left on vacation yesterday having just started the analysis of variable overhead for the past month. The department supervisor needs the variable overhead analysis today instead of next week when your co-worker is back from vacation. The supervisor has collected the following notes from the co-worker's desk:

 Total variable overhead variance

 $1,240 F

 Variable overhead spending variance

 $480 U

 Actual machine hours incurred

 3,000

 Standard rate per machine hour

 $8.60

 Required:

 Prepare for the supervisor a complete analysis of variable overhead including the following:

 a. Actual machine hours worked during the month.

 b. Standard machine hours allowed for the output of the month.

 c. Actual and standard rates per machine hour.

d. All variances relating to variable overhead for the month. 


	3.
	Littleton Manufacturing has established the following master flexible budget:

Sales in Units

80,000

120,000

160,000

Sales

$1,200,000

$1,920,000

$2,560,000

Less variable expenses:

 Raw materials

 160,000

240,000

320,000

 Direct labor

 200,000

300,000

400,000

 Manufacturing overhead

 144,000

216,000

288,000

 Selling and administrative

       80,000

     120,000

     160,000

Total variable

     584,000

     876,000

  1,168,000

Contribution margin

     696,000

  1,044,000

  1,392,000

Less fixed expenses:

 Manufacturing overhead

 240,000

240,000

240,000

 Selling and administrative

     192,000

     192,000

     192,000

Total fixed

     432,000

     432,000

     432,000

Net operating income

$   264,000

$   612,000

$   960,000

The company uses a standard cost system in which manufacturing overhead is applied to units of product on the basis of machine-hours. At standard, each unit of product requires one machine-hour to complete. The denominator level of activity is 120,000 machine-hours, or 120,000 units. Actual data for the year were as follows:

 Actual variable overhead cost

 $178,500

 Actual fixed overhead cost

 $248,000

 Actual machine-hours

 105,000

 Units produced

 100,000

 Required:

 a. What are the standard variable and fixed overhead rates?

 b. Compute the variable overhead spending and efficiency variances.

 c. Compute the fixed overhead budget and volume variances. 


	4.
	Division B has asked Division A of the same company to supply it with 4,000 units of part K932 this year to use in one of products. Division B has received a bid from an outside supplier for the parts at a price of $31.00 per unit. Division A has the capacity to produce 10,000 units of part K932 per year. Division A expects to sell 8,000 units of part K932 to outside customers this year at a price of $36.00 per unit. To fill the order from Division B, Division A would have to cut back its sales to outside customers. Division A produces part K932 at a variable cost of $18.00 per unit. The cost of packing and shipping the parts for outside customers is $3.00 per unit. These packing and shipping costs would not have to be incurred on sales of the parts to Division B.

 Required:

 a. What is the range of transfer prices within which both the Divisions' profits would increase as a result of agreeing to the transfer of 4,000 parts this year from Division B to Division A?

 b. Is it in the best interests of the overall company for this transfer to take place? Explain.


	5.
	The Carlsbad Company produces and markets two types of electronic calculators: Model 4A and Model 5A. The following data were gathered on activities during the third quarter:

 Model A

Model 5A

Sales in units

 5,000

3,000

 Sales price per unit

 $100

$200

 Variable production costs per unit

 $20

$40

 Traceable fixed production costs

 $200,000

$300,000

 Variable selling expenses per unit

 $10

$12

 Traceable fixed selling expenses

 $10,000

$15,000

 Allocated portion of corporate expenses

 $116,000

$120,000

 Required:

 Prepare a segmented income statement for last quarter, showing both “Amount” and “Percent” columns for the division as a whole and for each product line. The statement should provide sufficient detail to allow the company to evaluate the performance of the manager of each product line. 


	6.
	Mr. Earl Pearl, accountant for Margie Knall Co., Inc., has prepared the following product-line income data:

Product

 Total

A

B

C

Sales

 $100,000

$50,000

$20,000

$30,000 

 Variable expenses

   60,000

  30,000

  10,000

  20,000 

 Contribution margin

   40,000

  20,000

  10,000

  10,000 

 Fixed expenses:

 Rent

 5,000

2,500

1,000

1,500 

 Depreciation

 6,000

3,000

1,200

1,800 

 Utilities

 4,000

2,000

500

1,500 

 Supervisors' salaries

 5,000

1,500

500

3,000 

 Maintenance

 3,000

1,500

600

900 

 Administrative expenses

   10,000

    3,000

    2,000

    5,000 

 Total fixed expenses

   33,000

  13,500

    5,800

  13,700 

 Net operating income

$   7,000

$  6,500

$  4,200

$(3,700)

 The following additional information is available:

 1. The factory rent of $1,500 assigned to Product C is avoidable if the product were dropped.

 2. The company's total depreciation would not be affected by dropping C.

 3. Eliminating Product C will reduce the monthly utility bill from $1,500 to $800.

 4. All supervisors' salaries are avoidable.

 5. If Product C is discontinued, the maintenance department will be able to reduce monthly expenses from $3,000 to $2,000.

 6. Elimination of Product C will make it possible to cut two persons from the administrative staff; their combined salaries total $3,000.

 Required:

 Prepare an analysis showing whether Product C should be eliminated. 


