
Answer Key – MT2a

1.
D
$4.93 


Origin:  Chapter 8, Activity-Based Costing: A .......72

2.

January
February
March
April


Budgeted sales (units)
21,000
36,000
61,000
41,000


Add: Desired ending inventory
 7,200
12,200
8,200
6,200
Total needs
28,200
48,200
69,200
47,200


Deduct:  Beginning inventory
4,000
7,200
12,200
8,200


Units to be produced
24,200
41,000
57,000
39,000
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January
February
March
Quarter


Units to be produced
24,200
41,000
57,000
122,200


Switches per unit
 x    3
x    3
x    3
x    3


Production needs
72,600
123,000
171,000
366,600


Add:  Desired ending inventory
36,900
51,300
35,100
35,100


Total needs
109,500
174,300
206,100
401,700


Deduct:  Beginning inventory
21,780
36,900
51,300
21,780


Required purchases
87,720
137,400
154,800
379,920
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Beginning inventory, January 1: 72,600 x 0.3 = 21,780.


Ending inventory, March 30: (39,000 x 3) x 0.3 = 35,100. 


Origin:  Chapter 9, Profit Planning....109

3.

April
May
June


Production units
65,000
55,000
55,000


Cash required per unit
______$7
_____$7
______$7


Production costs
$455,000
$385,000
$385,000
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Cash disbursements:



April
May
June


Production this month (40%)
$182,000
$154,000
$154,000


Production prior month (60%)
193,000
273,000
231,000 


Selling and administrative
 110,000
110,000
110,000


Total disbursements
$485,000
$537,000
$495,000
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Payments relating to the prior month (March) in April represent the balance of accounts payable at March 31.



April
May
June


Sales units
55,000
45,000
65,000


Sales price
___x $16
___x $16
____x $16


Total sales
$880,000
$720,000
$1,040,000
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Cash receipts: 
April
May
June


February sales
$100,000


March sales
315,000
$105,000


April sales
528,000
264,000
$ 88,000


May sales
432,000
216,000


June sales
________
________
 624,000


Total receipts
$943,000
$801,000
$928,000
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Origin:  Chapter 9, Profit Planning....104

4.
Materials price variance = (AQ x AP) - (AQ x SP)



= $68,515 – (7,100 x $10.20)



= $3,905 F


SQ = Standard quantity per unit x Actual output


= 3.6 x 1,780


= 6,408


Materials quantity variance = SP(AQ - SQ)



= $10.20(6,600 – 6,408)



= $1,958 U 


Origin:  Chapter 10, Standard Costs and the .......112

5.
(a.) Predetermined variable ovhd rate = $270,000  150,000 machine-hours



= $1.80 per machine-hour


Predetermined fixed overhead rate = $337,500  150,000 machine-hours



= $2.25 per machine-hour


(b.) Variable overhead variances:


Spending variance
= AH (AR - SR)



= 126,000 ($1.68 - $1.80)



= $15,120 F


AR = $211,680  126,000 actual machine-hours = $1.68


Efficiency variance
= SR (AH - SH)



= $1.80 (126,000 - 120,000)



= $10,800 U


SR = 120,000 units X 1 hour per unit = 120,000 hours.


Fixed overhead variances:


Budget variance
= Actual fixed overhead - 



Budgeted fixed overhead



= $343,000 - $337,500



= $5,500 U


Volume variance
= Fixed rate (Denominator hrs. -



Standard hrs.)



= $2.25 (150,000 - 120,000)



= $67,500 U


Standard hours = 120,000 units X 1 hr. per unit. 


Origin:  Chapter 11, Flexible Budgets and .......104
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