








Basic Managerial Accounting Concepts Problems
Name
Professor
Course
Date



Chapter 2_Exercise 2-27
Chapter Review
Exercise 2-27
1 .Accumulate these costs by account by filling in the table provided.
	Cost
	Salaries
	Commission

	Derek
	 $ 25,000
	 $ 6,000

	Lawanna
	    30,000
	    1,500

	Total
	$ 55,000
	$ 7,500



2 .
All of Derek’s time is spent selling, thus all of his salary cost is selling cost.
Lawanna spends two-thirds of her time selling, hence ($30,000 × 2/3) = $20,000
of her salary is selling cost. The remainder is administrative cost. All commissions are selling costs.
	Costs
	Selling Costs
	Administrative Costs

	Dereks Salary
	$ 25,000
	

	Lawannas salary
	20,000
	$ 10,000

	Dereks Comission
	6,000
	

	Lawannas Commission
	1,500
	

	Total
	$ 52,500
	



Exercise 2-28
1. Classify
The two products that Holmes sells are playhouses and the installation of playhouses. The playhouse itself is a product, and the installation is a service.
2. Explanation
Holmes could assign the costs to production and to installation, however, if the installation is a minor part of its business, it probably does not go to the trouble.
3. Explanation
The opportunity cost of the installation process is the loss of the playhouses that could have been built by the two workers who were pulled off the production line.

  ……………………………………………………………………………………………


Exercise 2-29
a. Salary of cell supervisor—Direct
b. Power to heat and cool the plant in which the cell is located—Indirect
c. Materials used to produce the motors—Direct
d. Maintenance for the cell’s equipment—Indirect
e. Labor used to produce motors—Direct
f. Cafeteria that services the plant’s employees—Indirect
g. Depreciation on the plant—Indirect
h. Depreciation on equipment used to produce the motors—Direct
i. Ordering costs for materials used in production—Indirect
j. Engineering support—Indirect
k. Cost of maintaining the plant and grounds—Indirect
l. Cost of the plant’s personnel office—Indirect
m. Property tax on the plant and land—Indirect
……………………………………………………………………………………………………………
Exercise 2-30
1. Classify

Direct materials—Product cost
Direct labor—Product cost
Manufacturing overhead—Product cost
Selling expense—Period cost

2. Total Product Cost

Direct materials 			$ 7,000
Direct labor 				  3,000
Manufacturing overhead 		  2,000
Total product cost 			$12,000


4. Unit Product cost
= Total Product Cost ÷ Unit Cost

= $12,000 ÷ 4,000 units
= $3.00

…………………………………………………………………………………………



Exercise 2-31
	
	Costs
	Product Cost: Direct Materials
	Product Cost: Direct Labor
	Product Cost: Manufacturing Overhead
	Period Cost: Selling Expense
	Period Cost: Administrative Expense

	2
	Direct materials
	$216,000.00
	
	
	
	

	3
	Factory rent
	
	
	24,000
	
	

	4
	Direct labor
	
	120,000
	
	
	

	5
	Factory utilities
	
	
	6,300
	
	

	6
	Supervision in the factory
	
	
	50,000
	
	

	7
	Indirect labor in the factory
	
	
	30,000
	
	

	8
	Depreciation on factory equipment
	
	
	9,000
	
	

	9
	Sales commissions
	
	
	
	27,000
	

	10
	Sales salaries
	
	
	
	65,000
	

	11
	Advertising
	
	
	
	37,000
	

	12
	Depreciation on the headquarters building
	
	
	
	
	10,000

	13
	Salary of the corporate receptionist
	
	
	
	
	30,000

	14
	Other administrative costs
	
	
	
	
	175,000

	15
	Salary of the factory receptionist
	
	
	28,000
	
	

	16
	Total
	$216,000
	120,000
	147,300
	129,000
	215,000



2. Total Product Cost
	= 216,000+120,000+147,300
=$483,300
3. Total Period Cost
= Selling Expense + Administrative Expenses
= 129,000+215,000
= $344,00
4. Unit Product Cost
  	= 216,000+120,000+147,300/30,000
=483,300/30,000
= $16.11
………………………………………………………………………………………
Exercise 2-32

	Costs
	Direct Materials
	Direct Labour
	Manufacturing Overhead

	Jar
	x
	
	

	Sugar
	x
	
	

	Fruit
	x
	
	

	Pectin
	x
	
	

	Boxes
	x
	
	

	Depreciation on the Factory Building
	
	
	x

	Cooking equipment Operating wages
	
	x
	

	Filing Equipment Operator’s Wages
	
	x
	

	Packer’s Wages
	
	x
	

	Janitor’ Wages
	
	
	x

	Receptionists Wages
	
	
	x

	Telephone
	
	
	x

	Utilities
	
	
	x

	Rental of Santa Clause suit
	
	
	x

	Supervisory Labor Salaries
	
	
	x

	Insurance on Factory equipment
	
	
	x

	Depreciation on Factory Equipment
	
	
	x

	Oil to Lubricate filing equipment
	
	
	x




………………………………………………………………………………………………
Exercise 2-33
1 Total Product Cost
=Direct Materials +Direct Labor+Manufacturin Overhead
= 400,000+80,000+320,000
=$800,000
2. Product Cost Per Unit
=$800,000 ÷4,000
=$200.
……………………………………………………………………………………………
Exercise 2-34
1. Total Prime Cost
Direct Materials + Direct Labor
= 400,000+80,000
=$480,000
2. Prime Cost Per Unit
=$480,000÷4,000
=$120

3. Total Conversion Cost
= Direct Labor + Manufacturing Overhead
= 80,000+320,000
=$400,000
4. Conversion Cost Per Unit
=$400,000 ÷4,000
=$100

……………………………………………………………………………………………
Exercise 2-35
1. Cost of Direct Material used in June
	Total manufacturing costs
	15,500

	Add: Work in process inventory, beginning
	3,700

	Less: Work in process inventory, ending
	(1,600)

	Cost of Goods Manufactured
	$17,600



2. Explanation: 
For purposes of inventory calculation, the direct materials account includes the cost of materials used rather than materials purchased. Furthermore, Hannah might have reduced its ending materials inventory because it foresaw that demand in July would be lower than in June and did not want to be left holding additional inventory at the end of July. Also, Hannah might have experienced stronger than expected sales in June and used more direct materials in production than it had anticipated when purchasing materials.

……………………………………………………………………………………………
Exercise 2-36
1. Jet skis sold 
	Total Skis manufactured
	94,000

	Add: January inventory, beginning
	6,800

	Less: December inventory, ending
	(7,200)

	Jet Skis Sold
	93,600



2. Cost of Goods Sold
= beginning inventory + purchases - ending inventory.
= 6,800+93,600-7,200
=$93,000
……………………………………………………………………………………………
Exercise 2-37
1. Cost of direct material used
Cost of Beginning direct materials inventory		14,000		
Add, Cost of Direct materials Purchased			25,000
Less, Cost of ending materials Inventory			(6,500)
Cost of Direct material 					$32,500
2. Total Manufacturing cost
Direct Material							32,500
Add, Work in progress	March 1				8,000
Less, Work in progress March 31				4,000
Total Manufacturing cost					$36,500
3. Cost of Goods manufactured
= direct materials used + direct labor used + manufacturing overhead assigned
= $32,500+10,000+42,000
=$84,500
……………………………………………………………………………………
Exercise 2-38
1. Cost of goods sold
COGS = Beginning Inventory + Purchases during the period – Ending Inventory.
  	= 14,000+9,000-7,000
	=$ 16,000
…………………………………………………………………………………
Exercise 2-39
COGS = Beginning Inventory + Purchases during the period – Ending Inventory.
	Direct Material			180,000
Direct Labor 			505,000
Manufacturing Overhead 	110,000
	Cost of Goods Sold		795,000
…………………………………………………………………………………………
Exercise 2-40
1. Sales Revenue
= Sales in uints x Selling Price
= 280,000 x 12
= $ 3,360,000
2   				Jasper Company
				Income Statement
				For Last Year
Sales 									3,360,000
Cost of goods sold 							795,000
Gross Profit 								2,565,000
Less
Selling Expense 							437,000
Administrative Expense 						854,000
Operating Income 							1,274,000
…………………………………………………………………………………





Exercise 2-41
				Jasper Company
				Income Statement
				For Last Year
Sales 								3,360,000
Cost of goods sold 						795,000
Gross Profit 							2,565,000
	Less
Selling Expense 							437,000
Administrative Expense 						854,000
Operating Income 						1,274,000
2. Explanation: Use the income statement to control selling and administrative expenses to better operating income.
……………………………………………………………………………………………………………
Exercise 2-42
a = $10,000
b= (169,000 – 10,000 -45,000-80,000) = $ 34,000
c = $ 7,000
d = $ 45,000
e = (50,000+53,000+76,000) =$ 179,000
…………………………………………………………………………………
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