Cost Accounting                  QUIZ Chapter 2               Name ______________________________

“The best way to predict the future is to create it.”  --Peter F. Drucker
1. What costs are included in conversion costs?

2. On Feb. 23, 2007, fire has destroyed all of your client's inventory.  You are responsible for calculating how much inventory was consumed by the fire.  You were able to find out the following:

Direct materials purchases
=
$ 200,000

Work in process, 1/1/2007
=
 125,000

Direct materials, 1/1/2007
=
 300,000

Finished Goods, 1/1/2007
=
175,000

Indirect mfg. costs            
=
75,000

Revenues
=
$700,000

Direct mfg. labor
=
95,000

Prime costs
=
245,000

Gross margin % (of sales)
=
55%

Cost of Goods Available for Sale  = 
425,000

How much ($) direct materials were used during the period (1/1—2/23)?

How much ($) direct materials were destroyed by the fire?

What was the $ amount of COGM for the period?
How much ($) WIP was destroyed by the fire?

How much ($) Finished Goods Inventory was destroyed by the fire?

3.
Cost assignment is:

A.
always arbitrary


B.
includes tracing and allocating


C.
the same as cost accumulation


D.
finding the difference between budgeted and actual costs

4.  Which statement is TRUE?

A.
All variable costs are direct costs.


B.
Because of a cost-benefit tradeoff, some direct costs may be treated as indirect costs.


C.
All fixed costs are indirect costs.


D.
All direct costs are variable costs.

5. When 10,000 units are produced, fixed costs are $14 per unit. Therefore, when 20,000 units are produced fixed costs will:


A.
increase to $28 per unit


B.
remain at $14 per unit

C.
decrease to $7 per unit


D.
total $280,000
6. Christi Manufacturing provided the following information for last month:


Sales
$10,000


Variable costs
3,000


Fixed costs
5,000

Operating income
$2,000


If sales double next month, what is the projected operating income?

A.
$4,000


B.
$7,000


C.
$9,000


D.
$12,000

 “The best way to predict the future is to create it.”  --Peter F. Drucker
1. What costs are included in conversion costs? [3 pts.]

All manufacturing costs except direct materials

2. On Feb. 23, 2007, fire has destroyed all of your client's inventory.  You are responsible for calculating how much inventory was consumed by the fire.  You were able to find out the following:

Direct materials purchases
=
$ 200,000

Work in process, 1/1/2007
=
 125,000

Direct materials, 1/1/2007
=
 300,000

Finished Goods, 1/1/2007
=
175,000

Indirect mfg. costs            
=
75,000

Revenues
=
$700,000

Direct mfg. labor
=
95,000

Prime costs
=
245,000

Gross margin % (of sales)
=
55%

Cost of Goods Available for Sale  = 
425,000

How much ($) direct materials were used during the period (1/1—2/23)?  [3 pts.]

PC = DM + DL = $245,000


$245,000 – DL = DM


DM = $245,000 – 95,000 = $150,000

How much ($) direct materials were destroyed by the fire?  [4 pts.]

B.DM + purchases = DMused + E.DM


300,000 + 200,000 = 150,000 + X


X = 500,000 – 150,000 = $350,000

What was the $ amount of COGM for the period?

$425 – 175 = $250,000

How much ($) WIP was destroyed by the fire?

125 + 75 + 95 + 150  - 250 = $195,000

How much ($) Finished Goods Inventory was destroyed by the fire?

COGS = (1-0.55) * 700,000 = $315,000;  425 – 315 = $110,000

3.
Cost assignment is:

A.
always arbitrary


B.
includes tracing and allocating


C.
the same as cost accumulation


D.
finding the difference between budgeted and actual costs

4.  Which statement is TRUE?

A.
All variable costs are direct costs.


B.
Because of a cost-benefit tradeoff, some direct costs may be treated as indirect costs.


C.
All fixed costs are indirect costs.


D.
All direct costs are variable costs.

5. When 10,000 units are produced, fixed costs are $14 per unit. Therefore, when 20,000 units are produced fixed costs will:


A.
increase to $28 per unit


B.
remain at $14 per unit

C.
decrease to $7 per unit


D.
total $280,000
6. Christi Manufacturing provided the following information for last month:


Sales
$10,000


Variable costs
3,000


Fixed costs
5,000

Operating income
$2,000


If sales double next month, what is the projected operating income?

A.
$4,000


B.
$7,000


C.
$9,000


D.
$12,000


($10,000 x 2) – ($3,000 x 2) – $5,000 = $9,000

