



































2. The following balances are takan from the books of Mi. Manjunaih as on 31st Dec
2020, Prepare Trading and Profit and Loss Account and Balance Sheel

Rs.
Fumiture and fittings 5400
Mator vehicle 62500
Buildings 75000
Capital 125000
Bad debt 1250
Provision for bad debt 2000
Debiors 38000
Credilors 25000
Stock on 1st Jan, 2020 34600
Purchases 54750
Sales 154500
\Bank overdraft 28500
Seles return 2000
Purchases refurn 1250
Advertising 4500
Interest 1180
Commission received 1800
lcash 6500
Taxes and insurance 12500
Maintenance expenses 7820
Salaries 33000
Inlerest recsived 1950

The following adjustments are to be made:

a)  Stock on 3181 Dec. 2020 Rs. 32,500

b}  Depreciate building at §%, furniture at 10% and molor vehicle al 20%

¢)  Rs.B50is due for interes! on overdrafl.

d)  Solaries Rs, 3,000 and taxes Rs. 1,299 are autslanding

e)  Insurence Rs. 1,000 and one-third of commission received are for 2018,

tod

Nagaraj purchased goods from Patashuram on 3 March 2020 for R3.4.000 and on
the same day, he accepted a bill drewn on him by Parashuram for Rs 4,000,
pavyable after three months. Parashuram endorsed the bill to Manjunath on 20





















Particulars Al9 BI2 Tricycles Bicycles

Beginning inventory, July 1, 20X8 3,500 1,200 800 2,150
Ending ioventory, June 30, 20X9 2,000 1,800 1,000 900
Unit cost $1.20 $4.50 $54.50 $89.60
Projected fiscal year unit sales - - 96,000 130,000
Component usage:

Tricycles 2/unit 1/unit - -
Bicycles 2/unit 4/unit - -

1f the economic order quantity of component B12 is 70,000 units, the number of times that
Wellfleet Company should purchase this component during the fiscal year ended June 30,
20X9 is .

13. A company has budgeted sales for the upcoming guarter as follows:
Particulars January February March
Units 15,000 18,000 16,500
The ending finished goods inventory for each month equals 50% of the next month's
budgeted sales. Additionally, 3 pounds of raw materials are required for each finished unit
produced. The ending raw materials inventory for each month equals 200% of the next
month's production requirements. If the raw materials cost $4.00 per pound and must be paid
for in the month purchased, the budgeted raw materials purchases for January are

14. Berol Company plans to sell 200,000 units of finished product in July and anticipates a
growth rate in sales of 5% per month. The desired monthly ending inventory in units of
finished product is 80% of the next month's estimated sales. There are 150,000 finished units
in inventory on June 30. Each unit of finished product requires 4 pounds of direct materials
at a cost of $1.20 per pound. There are 800,000 pounds of direct materials in inventory on
June 30. Berol Company's production requirement in units of finished product for the 3
month period ending September 30 is .

15. Monroe Products is preparing a cash forecast based on the following information.
* Monthly sales: December $200,000;, January $200,000; February $350,000; March
$400,000.
« All sales are on credit and collected the month following the sale.
« Purchases are 60% of next month'’s sales and are paid for in the month of purchase.
« Other monthly expenses are $25,000, including $5,000 of depreciation.
If the January beginning cash balance is $30,000, and Monroe is required to maintain a
minimum cash balance of $10,000, how much short-term borrowing will be required at the
end of February?

16. A company makes one product that it sells for €125 per unit. The product has a contribution
margin of 35% of sales. Direct materials account for 10% of sales. Variable manufacturing
overhead is 5% of sales. Fixed costs are €200,000 per year. The coniroller wants to create a
pro forma income statement where the sales increase from 10,000 units to 12,000 units. The
average income tax rate is 25.71%. What is the change in operating income as a result of the
increase in unit sales?

17. A company has $10,000 in cash and $150,000 in merchandise inventory on March 31. The
desired cash and merchandise inventory balances on June 30 are $20,000 and $250,000,
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respectively. Sales for the quarter are expected to be $300,000, all in cash. Gross margin is
40% of sales. Cash operating expenses are expected to be $50,000. All merchandise
inventory purchases are paid for in cash at the time of purchase. What amount of financing
will the company need during the quarter?

. Calculate the pro forma after-tax profit for next year based on the data below.
Particulars Results for last year Projections for next year
Sales $100,000 10% increase
Variable cost 60,000 10% increase
Salaries 15,000 5% increase
Other expenses 5,000 20% increase
Income tax rate 30% no change
. A software pany recently blished a service department. After the first

week, the average time required to handle one customer call was 15 minutes. The manager
of the customer service department estimates an 80% learning curve. Under the cumulative
average-time learning model, the cumulative average time required to handle one customer
call after the fourth week will be

In competing as a subcontractor on a military contract, Aerosub Inc. has developed a new
product for spacecraft that includes the manufacturing of a complex part. Management
believes there is a good opportunity for its technical force to leam and improve as they
become accustomed to the production process. Accordingly, management estimates an 80%
leaming curve would apply to this unit. The overall contract will call for supplying eight
units. Production of the first unit requires 10,000 direct labor hours. The estimated total
direct labor hours required to produce the seven additional units would be

Baxter Corporation's master budget calls for the production of 5,000 units of product
monthly. The master budget includes indirect labor of $144,000 annually; Baxter considers
indirect labor to be a variable cost. During the month of April, 4,500 units of product were
produced, and indirect labor costs of $10,100 were incurred. A performance report utilizing
flexible budgeting would report a budget variance for indirect labor of

A manufacturing firm planned to manufacture and sell 100,000 units of product during the
year at a variable cost per unit of $4.00 and a fixed cost per unit of $2.00. The firm fell short
of its goal and only manufactured 80,000 units at a total incurred cost of $515,000. The
firm's manufacturing cost variance was .

Folsom Fashions sells a line of women's dresses. Folsom's performance report for November
follows.

Particulars Actual Budget
Dresses sold 5,000 6,000
Sales $ 235,000 $ 300,000
Variable costs (145,000) (180,000)
Contribution margin $ 90,000 $ 120,000
Fixed costs (84,000) {80,000)
Operating income $ 6,000 $ 40,000

The company uses a flexible budget to analyze its performance and to measure the effect on
operating income of the various factors affecting the difference between budgeted and actual
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operating income. The variable cost flexible budget varance for November is

A company established its annual direct material budget to produce 300,000 units as follows.
150,000 pounds of material @ $0.75 per pound = $112,500. Throughout the year, the
company produced 310,000 units of finished goods using 0.48 pounds per unit at a cost of
$0.76 per pound. The direct material efficiency variance is .

Arrow Industries employs a standard cost system in which direct materials inventory is
carried at standard cost. Arrow has established the following standards for the prime costs of
one unit of product.

Particulars Standard Quantity Standard Price Standard Cost
Direct materials 8 pounds $1.80 per pound $14.40
Direct labor 0.25 hours $8.00 per hour 2.00

$16.40

During November, Arrow purchased 160,000 pounds of direct materials at a total cost of
$304,000. The total factory wages for November were $42,000, 90% of which were for
direct labor. Arrow manufactured 19,000 units of product during November using 142,500
pounds of direct materials and 5,000 direct labor hours. The direct materials purchase price
variance for November is .

ChemKing uses a standard costing system in the manufacture of its single product. The
35,000 units of raw material in inventory were purchased for $105,000, and two units of raw
material are required to produce one unit of final product. In November, the company
produced 12,000 units of product. The standard cost for material allowed for the output was
$60,000, and there was an unfavorable quantity variance of $2,500. ChemKing's standard
price for one unit of material is

The controller for Durham Skates is reviewing the production cost report for July. An
analysis of direct materials costs reflects an unfavorable flexible budget variance of $25. The
plant manager believes this is excellent performance on a flexible budget for 5,000 units of
direct materials. However, the production supervisor is not pleased with this result because
he claims to have saved $1,200 in materials cost on actual production using 4,900 units of
direct materials. The standard materials cost is $12 per unit. Actual materials used for the
month amounted to $60,025. The actual average cost per unit for materials was

Each unit of Product XK-46 requires three direct labor hours. Employee benefit costs are
ireated as direct labor costs. Data on direct labor are « Number of direct employees: 25 »
Weekly productive hours per employee: 35 « Estimated weekly wages per employee: $245 «
Employee benefits (related to weekly wages): 25% The standard direct labor cost per unit of
Product XK-46 is .

Jackson Industries employs a standard cost system in which direct materials inventory is
carried at standard cost. Jackson has established the following standards for the prime costs
of one unit of product.

Particulars Standard Quantity Standard Price Standard Cost
Direct materials 5 pounds $3.60/pound $18.00
Direct Jabor 1.25 hours 12.00/hour 15.00

$33.00





















