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Required 

a) Identify two (2) key features of the perpetual inventory system.

b) Calculate the value of ending inventory.

c) Calculate the cost of goods sold.

(1 marks) 

(3 marks) 

(1 marks) 

Question 7 (10 marks) 

A} Rebecca Allen, the president of Allen Mechanical, has asked you for information about
the cost behaviour of manufacturing support costs. Specifically, she wants to know how
much support cost is fixed and how much is variable. The following data are the only
records available:

Month 

May 
June 
July 
August 
September 

Required: 

Machine Hours 

900 
1300 
1 100 
1 200 
1 700 

Support Costs 

$ 9 200 
12 800 
8 300 
10 000 
11200 

Determine the cost function for support cost using the high-low method. 

(4 marks) 

B) Furniture R' Us when operating at full capacity can produce 2 000 dining room sets per
year. The following are its annual cost data at full capacity which need to be classified.

Cost Item Amount 

Raw materials (glue, nails, etc) $ 6 000 
Carpenters wages 118 000 
Advertising 50 000 
Factory supervisor wages 40 000 
Property taxes, factory building 3 500 
Salesmen commission 80 000 
Insurance, factory 2 500 
Depreciation - Office Equipment 4 000 

- Machinery 10 000 
Lease cost, factory building 12 000 
General office supplies 3 000 
Raw materials (Wood, Glass, Upholstery, etc) 94 000 
Electricity, factory 20 000 

Required: 

Draw up and complete a table similar to the illustration below on your answer booklet. 

Total each column at the end. (6 marks) 

Cost Behaviour Product Cost 

Cost Item Variable Fixed Period Cost Direct Indirect 

$ $ $ $ $ 

Total 

END OF EXAMINATION 

6 


