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Instruction: Answer any four (4) complete questions.

Question 1

Polar Inc. produces a single product. The standard costs for one unit of this product are
as follows:

$
Direct Materials 6 lbs @ $0.50 /b 3.00
Direct Labour 1.8 hrs @ $10/hr 18.00
Variable Overhead 1.8 hrs @ $5/hr 9.00

30.00

Overhead costs are based on direct labour hours.

During October 2008, the company produced 2 500 units. The associated costs for the
month were:

Materials purchased: 18 000 lbs @ $0.60/1b
Material used in production: 15 000 lbs
Direct Labour cost incurred for 4 000 hrs:
Variable Overhead cost incurred:  $20 800

$39 000

Required:  Compute the following:

A) Material Price Variance

B) Material Quantity Variance

C) Labour Efficiency Variance

D) Variable Overhead Spending Variance

E) Variable Overhead Total Variance

(15 marks)
Question 2

Chilly Co. is expected to have a cash balance of $27 000 at the beginning January 2009.
The following information has been provided to aid in the preparation of its next
quarter’s cash budget.

1) Payments for purchases are made in the month following the purchase.

i1) Fixed overheads are paid two months in arrears and include a depreciation charge
of $5 000 per month.

1i1) All other expenses are paid in the month incurred.

iv) Credit sales are collected as follows:
40 percent in the month of sale;
45 percent in the month foliowing the sale;
10 percent in the second month following the sale. The balance represents

bad debts
V)
Month Cash Sales | Credit Sales | Purchases Salaries Fixed O/H
$ $ $ $ $
Nov - 74 000 55200 9000 30 000
Dec - 82 000 61200 9 000 30 000




Question 4

A) The following information is provided about a particular item of inventory,
P1.202:
Average Sales 100 units per day
Minimum Sales 60 units per day
Maximum Sales 130 units per day
Procurement time 20 — 26 days
Re order quantity 4 000 units
Required:
1) Determine the level of inventory at which a replenishment order should be
issued.
ii) What is the appropriate number of units of this item of inventory that
should be carried as safety (minimum) stocks?
i) What is the approximate level of inventory that would indicate to
management when stocks have risen too high?
B) Courtz, a large retailer with multiple outlets maintains a central warehouse from
which the outlets are supplied.
Budgeted demand for toaster ovens is 1 000 units per month. The ordering costs
is $8 per order. The standard cost of each oven is $680 per oven and it is
estimated that carrying costs are 15% of that figure per annum for each oven. The
maximum usage in any single month is 1 360 ovens and the minimum usage is
640 ovens. On average, the order takes between 1 to 3 months to be delivered
after being placed.
Required:
Determine the economic order quantity for ovens.
(15 marks)
Question 5

W. Peter commenced business on 1% October 2007 as a garage door-fitting specialist.
During the first six months his transactions were:

PURCHASES OF SALES OF
GARAGE DOORS GARAGE DOORS
October 9 15 @ $160 each
Nov 2 12 @ $290 each
December 3 18 @ $185 each
Dec 11 6 @ $320 each
January 17 13 @ $210 each
Feb 4 16 @ $355 each
Mar 10 9 @ $375 each
March 16 5 @ $225 each



» During this time his operating expenses were $2 780.

> Peter uses a perpetual inventory system.

REQUIRED:
Calculate Peter’s Net Profit for the six months ending 31 March 2008 if:

A) FIFO method of stock valuation was used.

B) AVCO method of stock valuation was used. (Round to nearest whole number)
(15 marks)
Question 6

The following balances have been extracted from the books the Kleenex
Manufacturing Company Ltd on 30™ September 2008:

Stocks at 1.10.2007

Rawmaterial ...csccsasncesin 18 000
Work-in-progress ............... 27 800
Finished Goods .................. 42 500
Loose Tools .....covveneennnnn. 8 000
Purchases - Raw Materials ...........c.coovvvvievnennenen. 45500
Loose TOBIS  cusisismmnsivimisimmmmisvs 5000
IDITOO TBEEE. s wnrinssinns s o 555 S0 AT 48 4 55 smmmosn s a5 4k 65 000
IRAITECE WA | o s iobsiisminies b s hs stoammisnis s o msmsmeiish b 5580 21 000
Rent and rates - Factory .........c.ccccvvviiiiiiiiiinnn 54 000
ORTES Bl oo s i 555 28 000
Electricity = PACLOLY suwus sssnomunmunsvessssmnnm s a3 s 27 000
S 6 1 i Vo SR 13 500
Repairs and maintenance - Factory .................... 10 000
- Offices  v.vvvviiiinininnnns 8200
Insurance =FAEIOTY wnniirmmassm 12 000
<M  wosvsssmmeisss i 4 000
BUlE e e e 600 000
Motor vehicles SXPENSes .uavsvsssesssvmmi P 17 600
Carriage INWAardS  ....vevveieiereeieeieeeeieaieaeeeenns 1350
Selling and distribution eXPeNSes’ ......cswsssoescssssusa 52 190
AdaTiriisration CAPONSes  womsisisinisbes s FEes 74 000
Plant afid Machinery (¢08E) «s«sssssmmsssvarsnsonmninsiais 215000
Provision for Depreciation of Plant and Machinery ... 125 000
Motor Vehicles (COSt) vvvvvevririiiiiiiiiiiiineiiiinenn 84 000
Provision for Depreciation Motor Vehicles ............ 42 000
Qifice Mashiniery (COBl} o tuommnionss i mamsaus Sowms 26 000
Provision for Depreciation of Office Machinery ....... 18 000
Provision for Unrealized Profit ..................coeeenet. 4 000
Notes:
1. Stocks at 30™ September, 2008
$
Raw materials 22 000
Work-in-progress 24 500
Finished goods 67 500
Loose Tools 9500



REQUIRED:

Continued ... ......

Accrued expenditures at 30™ September, 2008
$
Direct wages 6 000
Selling and distribution 3 000

Prepayments at 30 September, 2008

$
Rates — Factory 1 000
Offices 800
Insurance - Factory 1 800
- Offices 600

All motor vehicle costs are to be apportioned 1/4 to factory and 3/4
to administration.

Depreciation is to be provided for the year as follows:
Plant and Machinery ~ 20% on cost
Motor Vehicles 25% on cost
Office Machinery 20% on cost

Finished goods were transferred from the factory to the warehouse at
$319 000

Unrealized profit on stock of finished goods is to be provided for at 10
percent of ending finished goods inventory.

. q - . h
Prepare the Manufacturing, Trading and Profit and Loss account for year ended 30™
September, 2008 in good style.

(15 marks)

END OF EXAMINATION



