
 

Exam: 061400RR - Cost Concepts and Types of Costing 

When you have completed your exam and reviewed your answers, click Submit Exam. Answers will not be recorded until you 
hit Submit Exam. If you need to exit before completing the exam, click Cancel Exam. 

Questions 1 to 20: Select the best answer to each question. Note that a question and its answers may be split across a page 
break, so be sure that you have seen the entire question and all the answers before choosing an answer.

 

1. There are two acceptable methods for closing out any balance of underapplied or overapplied 
manufacturing overhead. One method involves allocation of the balance among several accounts, whereas 
the other closes any balance directly to 
A. work in process inventory.

B. cost of goods manufactured.

C. finished goods inventory.

D. cost of goods sold.

 

2. Epolito Corporation incurred $87,000 of actual Manufacturing Overhead costs during September. During 
the same period, the Manufacturing Overhead applied to Work in Process was $89,000. The journal entry 
to record the incurrence of the actual Manufacturing Overhead costs would include a 
A. credit to Work in Process of $89,000.

B. debit to Manufacturing Overhead of $87,000.

C. debit to Work in Process of $89,000.

D. credit to Manufacturing Overhead of $87,000.

 

3. Soledad Corporation had $36,000 of raw materials on hand on December 1. During the month, the 
Corporation purchased an additional $71,000 of raw materials. The journal entry to record the purchase of 
raw materials would include a 
A. credit to Raw Materials of $107,000.

B. debit to Raw Materials of $71,000.

C. debit to Raw Materials of $107,000.

D. credit to Raw Materials of $71,000.

 

4. Adams Corporation makes two products: Product A and Product B. Annual production and sales are 
500 units of Product A and 900 units of Product B. The company has traditionally used direct labor-hours 
as the basis for applying all manufacturing overhead to products. Product A requires 0.4 direct labor-hours 
per unit and Product B requires 0.5 direct labor-hours per unit. The total estimated overhead for next 
period is $67,522. The company is considering switching to an activity-based costing system for the 
purpose of computing unit product costs for external reports. The new activity-based costing system would 
have three overhead activity cost pools—Activity 1, Activity 2, and General Factory—with estimated 
overhead costs and expected activity as follows: 



 
 
(Note: The General Factory activity cost pool's costs are allocated on the basis of direct labor-hours.)  
The predetermined overhead rate (i.e., activity rate) for Activity 1 under the activity-based costing system 
is closest to which value? 
A. $13.83

B. $23.05

C. $135.04

D. $34.58

 

5. Rice Corporation uses the cost formula Y = $4,800 + $0.40X for the maintenance cost, where X is 
machine-hours. The August budget is based on 9,000 hours of planned machine time. What is the 
maintenance cost expected to be incurred during August?
A. $8,400

B. $3,600

C. $1,200

D. $4,800

 

6. In order to reduce its overall quality costs, on what costs should a company focus most of its efforts? 
A. Appraisal costs

B. External failure costs

C. Prevention costs

D. Internal failure costs

 

7. Donner Company would like to estimate the variable and fixed components of its maintenance costs and 
has compiled the following data for the last five months of operations. 

 
 
 
Using the high-low method of analysis, what is the estimated variable cost per labor hour for maintenance 
closest to? 
A. $0.83

B. $1.84

C. $1.30

D. $1.14

 



8. Which of the following companies would have the highest proportion of variable costs in its cost 
structure?
A. Public utility

B. Airline

C. Fast food outlet

D. Architectural firm

 

9. Eagle Company's quality cost report is to be based on the following data: 

 
 
What would be the total appraisal cost appearing on the quality cost report?  
A. $105,000

B. $100,000

C. $78,000

D. $75,000

 

10. Job 593 was recently completed. The following data have been recorded on its job cost sheet: 

 
 
The Corporation applies manufacturing overhead on the basis of machine-hours. The predetermined 
overhead rate is $14 per machine-hour. What amount would be the total cost recorded on the job cost 
sheet for Job 593? 
A. $3,219

B. $4,255

C. $6,705

D. $5,249

 

11. Traves Corporation incurred $69,000 of actual Manufacturing Overhead costs during October. During 
the same period, the Manufacturing Overhead applied to Work in Process was $68,000. The journal entry 
to record the application of Manufacturing Overhead to Work in Process would include a 
A. credit to Work in Process of $69,000.

B. debit to Manufacturing Overhead of $68,000.

C. debit to Work in Process of $69,000.

D. credit to Manufacturing Overhead of $68,000.

 



12. Qart Corporation uses the FIFO method in its process costing system. Operating data for the Cutting 
Department for the month of March appear below. 

 
 
According to the company's records, the conversion cost in beginning work in process inventory was 
$1,656 at the beginning of March. Additional conversion costs of $129,960 were incurred in the 
department during the month. What is the cost per equivalent unit for conversion costs for March closest 
to? 
A. $1.677

B. $1.840

C. $1.710

D. $1.756

 

13. Winkle Corporation uses the FIFO method in its process costing system. Beginning inventory in the 
mixing processing center consisted of 5,000 units, 90% complete with respect to conversion costs. Ending 
work in process inventory consisted of 2,000 units, 60% complete with respect to conversion costs. If 
10,000 units were transferred to the next processing center during the period, how many would the 
equivalent units for conversion costs be? 
A. 10,000 units

B. 13,200 units

C. 12,000 units

D. 6,700 units

 

14. Electrical costs at one of Kantola Corporation's factories are listed below: 

 
 
Management believes that electrical cost is a mixed cost that depends on machine-hours. Use the high-low 
method to estimate the variable and fixed components of this cost. Compute the variable component first, 
rounding off to the nearest whole cent. Then compute the fixed component, rounding off to the nearest 
whole dollar. What would these estimates be closest to? 

Machine-Hours Electrical Cost

February 3,570 $36,405 

March 3,580 $36,493 

April 3,553 $36,302 

May 3,627 $36,833 

June 3,625 $36,800 

July 3,565 $36,366 

August 3,548 $36,237 

September 3,542 $36,213 

October 3,593 $36,577 

A. $0.14 per machine-hour; $36,336 per month

B. $7.48 per machine-hour; $9,708 per month



C. $10.19 per machine-hour; $36,470 per month

D. $7.29 per machine-hour; $10,392 per month

 

15. Bagley Corporation has two service departments and two operating departments. The space occupied 
by each department can be seen in the chart below. 

 
 
The fixed costs of Custodial Services are allocated on the basis of square feet. If these costs are budgeted 
at $38,000, what would be the amount of cost allocated to General Administration under the direct 
method? 
A. $6,000

B. $0

C. $7,125

D. $5,700

 

16. Which of the following is classified as a cost of direct materials cost?
A. Neither a product cost nor a period cost

B. Both a product cost and a period cost

C. A period cost

D. A product cost

 

17. Tarten Corporation uses the FIFO method in its process costing system. Operating data for the Curing 
Department for the month of March appear below: 

 
 
According to the company's records, the conversion cost in beginning work in process inventory was 
$7,470 at the beginning of March. The cost per equivalent unit for conversion costs for March was $8.20. 
How much conversion cost would be assigned to the units completed and transferred out of the department 
during March?  
A. $533,090

B. $525,530

C. $533,000

D. $592,040

 

18. Fabian Corporation uses the weighted-average method in its process costing system. The Assembly 
Department started the month with 9,000 units in its beginning work in process inventory that were 70% 
complete with respect to conversion costs. An additional 90,000 units were transferred in from the prior 



department during the month to begin processing in the Assembly Department. During the month 87,000 
units were completed in the Assembly Department and transferred to the next processing department. 
There were 12,000 units in the ending work in process inventory of the Assembly Department that were 
20% complete with respect to conversion costs. What were the equivalent units for conversion costs in the 
Assembly Department for the month? 
A. 83,100

B. 87,000

C. 93,000

D. 89,400

 

19. Adams Corporation makes two products: Product A and Product B. Annual production and sales are 
500 units of Product A and 900 units of Product B. The company has traditionally used direct labor-hours 
as the basis for applying all manufacturing overhead to products. Product A requires 0.4 direct labor-hours 
per unit and Product B requires 0.5 direct labor-hours per unit. The total estimated overhead for next 
period is $67,522. The company is considering switching to an activity-based costing system for the 
purpose of computing unit product costs for external reports. The new activity-based costing system would 
have three overhead activity cost pools—Activity 1, Activity 2, and General Factory—with estimated 
overhead costs and expected activity as follows: 

 
 
(Note: The General Factory activity cost pool's costs are allocated on the basis of direct labor-hours.)  
The overhead cost per unit of Product A under the activity-based costing system is closest to which value? 
A. $21.94

B. $48.23

C. $67.66

D. $41.55

 

20. Adams Corporation makes two products: Product A and Product B. Annual production and sales are 
500 units of Product A and 900 units of Product B. The company has traditionally used direct labor-hours 
as the basis for applying all manufacturing overhead to products. Product A requires 0.4 direct labor-hours 
per unit and Product B requires 0.5 direct labor-hours per unit. The total estimated overhead for next 
period is $67,522. The company is considering switching to an activity-based costing system for the 
purpose of computing unit product costs for external reports. The new activity-based costing system would 
have three overhead activity cost pools—Activity 1, Activity 2, and General Factory—with estimated 
overhead costs and expected activity as follows: 

 
 



End of exam 

(Note: The General Factory activity cost pool's costs are allocated on the basis of direct labor-hours.) 
The predetermined overhead rate under the traditional costing system is closest to which value? 
A. $54.86

B. $13.83

C. $103.88

D. $8.91
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Managerial Accounting

Note: You should complete all lesson exams before you take the

final exam.

Complete the following exam by answering the questions and

compiling your answers into a word-processing document. When

you’re ready to submit your answers, refer to the instructions at

the end of your exam booklet. Be certain to indicate the proper

question number before each of your answers. Remember to

show your work if an answer requires a mathematical solution.

Answer each of the following 20 questions. Each answer is worth

5 points.

Question 1:

   At an activity level of 8,800 units, Pember Corporation's
total variable cost is $146,520 and its total fixed cost is
$219,296. For the activity level of 8,900 units, compute the
following values. 

    Required:

   A.  The total variable cost

   B.  The total cost

   C.  The average variable cost per unit

   D. The average fixed cost per unit

   E.  The average total cost per unit

   Note: Assume that the activity level is within the relevant
range. 

Question 2:

   Job 397 was recently completed. The following data have
been recorded on its job cost sheet

EXAMINATION NUMBER:

06140400
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   The company applies manufacturing overhead on the
basis of direct labor-hours. The predetermined overhead
rate is $37 per direct labor-hour. 

   Required:

   What is the unit product cost that would appear on the
job cost sheet for this job?

Question 3:

    Carver Inc. uses the weighted-average method in its
process costing system. The following data concern the
operations of the company's first processing department
for a recent month.

    Required:

   Using the wieghted-average method, what are the 
equivalent units of production for materials and for 
converison costs?

Direct materials .......................................$59,400
Direct labor-hours....................................1,254 DLHs
Direct labor wage rate ..............................$11 per DLH
Number of units completed ......................3,300 units

Work in process, beginning:
Units in process................................................700
Percent complete with respect to materials .......50%
Percent complete with respect to conversion .....40%

Units started into production
during the month ..........................................23,000

Work in process, ending:
Units in process................................................700
Percent complete with respect to materials .......50%
Percent complete with respect to conversion .....40%
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Question 4:

   Hayek Corporation uses the FIFO method in its process
costing. The following data concern the company's
Mixing Department for the month of August.

   Required:

   What are the cost per equivalent unit for materials and
the cost per equivalent for conversion for the Mixing
Department for August using the FIFO method?

Question 5:

   Maddaloni International, Inc. produces and sells a single
product. The product sells for $160.00 per unit and its
variable expense is $46.40 per unit. The company's
monthly fixed expense is $219,248.

   Required:

   What is the monthly break-even in total dollar sales?

Question 6:

   Mitchel Corporation manufactures a single product. Last
year, variable costing net operating income was $55,000.
The fixed manufacturing overhead costs released from
inventory under absorption costing amounted to $24,000.

   Required:

   What is the absorption costing net operating income
from last year?

Materials Conversion

Work in process, August 1 $31,734 $30,320
Cost added to production in the Mixing 
Department during August $91,332 $81,864

Equivalent units of production for August 7,740 7,580
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Question 7:

   Calder Corporation manufactures and sells one product.
The following information pertains to the company's first
year of operations:

   The company does not have any variable manufacturing
overhead costs or variable selling and administrative
costs. During its first year of operations, the company
produced 48,000 units and sold 45,000 units. The com-
pany’s only product sells for $258 per unit.

    Required:

   What is the net operating income?

Question 8:

   Mouret Corporation uses the following activity rates 
from its activity-based costing to assign overhead costs
to products.

   Last year, Product N79A required 28 batches, 
6 customer orders, and 712 assembly hours.

    Required: 

    How much total overhead cost would be assigned to
Product N79A using the company's activity-based costing
system?

Variable costs per unit:
Direct Materials $92

Fixed costs per year:
Direct Labor $720,000
Fixed manufacturing overhead $3,264,000
Fixed selling and administrative $1,935,000

Activity Cost Pools Activity Rate
Setting up batches $92.68 per batch
Processing customer orders $95.08 per customer order
Assembling products $3.41 per assembly hour
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Question 9:

   The manufacturing overhead budget of Paparella
Corporation is based on budgeted direct labor-hours. The
November direct labor budget indicates that 6,000 direct
labor-hours will be required in that month. The variable
overhead rate is $2.00 per direct labor-hour. The com-
pany's budgeted fixed manufacturing overhead is
$79,200 per month, which includes depreciation of
$21,000. All other fixed manufacturing overhead costs
represent current cash flows.

   Required:

    A. Determine the cash disbursements for manufacturing
overhead for November.

   B. Determine the predetermined overhead rate for
November.

Question 10:

   Sund Corporation bases its budgets on the activity
measure “customers served.” During April, the company
plans to serve 38,000 customers. The company has 
provided the following data concerning the formulas it
uses in its budgeting:

   Required:

    Prepare the company’s planning budget for April. What is
the net operating income?

Fixed element per
month

Variable element
per month

Revenue — $2.10
Wages and salaries $25,000 $0.50
Supplies $0 $0.30
Insurance $6,200 $0.00
Miscellaneous expense $2,500 $0.40
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Question 11:

   Shawl Corporation's variable overhead is applied on the
basis of direct labor-hours. The standard cost card for
product F02E specifies 5.5 direct labor-hours per unit of
F02E. The standard variable overhead rate is $6.80 per
direct labor-hour. During the most recent month, 1,560
units of product F02E were made and 8,700 direct labor-
hours were worked.

   The actual variable overhead incurred was $52,635.

    Required:

    A. What was the variable overhead rate variance for the
month?

   B. What was the variable overhead efficiency variance for
the month?

Question 12:

   Kingdon Corporation's manufacturing overhead includes
$7.10 per machine-hour for variable manufacturing over-
head and $207,000 per period for fixed manufacturing
overhead. 

    Required:

    What is the predetermined overhead rate for the 
denominator level of activity of 4,600 machine-hours?

Question 13:

   Pinkney Corporation has provided the following data con-
cerning its direct labor costs for November:

   Required:

    Show the journal entry to record the incurrence of direct
labor costs

Standard wage rate $12.20 per DLH
Standard hours 5.3 DLHs per unit
Actual wage rate $11.20 per DLH
Actual hours 39,720 DLHs
Actual output 7,900 units
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Question 14:

   Iba Industries is a division of a major corporation. The
following data are for the latest year of operations:

    Required:

    What is the division’s residual income?

Question 15:

   Tullius Corporation has received a request for a special
order of 8,000 units of product C64 for $50.00 each. The
normal selling price of this product is $53.25 each, but
the units would need to be modified slightly for the cus-
tomer. The normal unit product cost of product C64 is
computed as follows:

   Direct labor is a variable cost. The special order would
have no effect on the company's total fixed manufactur-
ing overhead costs. The customer would like some
modifications made to product C64 that would increase
the variable costs by $5.00 per unit and that would
require a one-time investment of $43,000 in special
molds that would have no salvage value. This special
order would have no effect on the company's other sales.
The company has ample spare capacity for producing the
special order. 

   Required:

   How much is the “effect” (incremental net operating
income) on the company's total net operating income
through accepting the special order?

Sales . . . . . . . . . . . . . . . . . . . . . . . . . . $5,820,000
Net operating income . . . . . . . . . . . . . .    $436,500
Avergae operating assets . . . . . . . . . . . $2,000,000
The company’s minimum 
required rate of return . . . . . . . . . . . . .            18%

Direct materials $18.10
Direct labor 7.40
Variable manufacturing overhead 5.20
Fixed manufacturing overhead 4.80
Unit product cost $35.50
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Question 16:

   (Ignore income taxes in this problem.) Hinck Corporation
is investigating automating a process by purchasing a
new machine for $520,000 that would have an 8 year
useful life and no salvage value. By automating the
process, the company would save $134,000 per year in
cash operating costs. The company's current equipment
would be sold for scrap now, yielding $22,000. The
annual depreciation on the new machine would be
$65,000.

   Required:

   What is the simple rate of return on the investment to
the nearest tenth of a percent?

Question 17:

   (Ignore income taxes in this problem.) Schaad
Corporation has entered into an 8 year lease for a piece
of equipment. The annual payment under the lease will
be $2,500, with payments being made at the beginning
of each year.

   Required:

    If the discount rate is 14%, what is the present value of
the lease payments?

Question 18:

   Brodigan Corporation has provided the following infor-
mation concerning a capital budgeting project:

Investment required in equipment $450,000
Net annual operating cash inflow $220,000
Tax rate 30%
After-tax discount rate 12%
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   The expected life of the project and the equipment is 3
years and the equipment has zero salvage value. The
company uses straight-line depreciation on all equipment
and the depreciation expense on the equipment would be
$150,000 per year. Assume cash flows occur at the 
end of the year except for the initial investments. The
company takes income taxes into account in its capital
budgeting. The net annual operating cash inflow is the
difference between the incremental sales revenue and
incremental cash operating expenses.

   Required:

   What is the net present value of the project?

Question 19:

   Dukas Corporation's net cash provided by operating
activities was $218,000; its net income was $203,000; 
its capital expenditures were $146,000; and its cash 
dividends were $49,000. 

   Required:

   What is the company's free cash flow?



Final Examination10

Question 20:

   Mihok Corporation has provided the following financial
data:

   Dividends on common stock during Year 2 totaled
$5,000. The market price of common stock at the end of
Year 2 was $0.97 per share.

   Required:

    A. What is the company’s earnings per share for Year 2?

   B. What is the company’s price-earnings ratio for Year 2?

   C. What is the company’s dividend payout ratio for 
Year 2?

   D. What is the company’s dividend yield ratio for Year 2?

   E. What is the company’s book value per share at the
end of Year 2?

Income Statement
For the Year Ended December 31, Year 2

Sales  . . . . . . . . . . . . . . . . . . . . . . . . . .$1,380,000
Cost of goods sold  . . . . . . . . . . . . . . . . . . .780,000
Gross margin  . . . . . . . . . . . . . . . . . . . . . .600,000
Operating expenses  . . . . . . . . . . . . . . . . . .567,714
Net operating income  . . . . . . . . . . . . . . . . .32,286
Interest expense . . . . . . . . . . . . . . . . . . . . . 18,000
Net income before taxes  . . . . . . . . . . . . . . .14,286
Income taxes (30%)  . . . . . . . . . . . . . . . . . .   4,286
Net income  . . . . . . . . . . . . . . . . . . . . . . . .$10,000

                                                                                Year 2               Year 1
Stockholders’ equity:
Common stock, $3 par value  . . . . . . . . . . . . . . . .$300,000        $300,000
Additional paid-in capital—common stock  . . . . . . .100,000          100,000
Retained earnings  . . . . . . . . . . . . . . . . . . . . . . . . . .375,000          370,000

Total stockholders’ equity  . . . . . . . . . . . . . . . . . . . .$775,000        $770,000



 

Exam: 061402RR - Budget Analysis and Performance Measurement in Decision Maki 

When you have completed your exam and reviewed your answers, click Submit Exam. Answers will not be recorded until you 
hit Submit Exam. If you need to exit before completing the exam, click Cancel Exam. 

Questions 1 to 20: Select the best answer to each question. Note that a question and its answers may be split across a page 
break, so be sure that you have seen the entire question and all the answers before choosing an answer.

 

1. Compound K72R is used to make Munuz Corporation's major product. The standard cost of compound 
K72R is $43.90 per ounce and the standard quantity is 1.4 ounces per unit of output. In the most recent 
month, 120 ounces of the compound were used to make 100 units of the output. When recording the use 
of materials in production, what would Raw Materials be?
A. Debited for $5,268

B. Credited for $6,146

C. Debited for $6,146

D. Credited for $5,268

 

2. Papenfuss Family Inn is a bed and breakfast establishment in a converted 100-year-old mansion. The 
Inn's guests appreciate its gourmet breakfasts and individually decorated rooms. The Inn's overhead budget 
for the most recent month appears below: 

 
 
The Inn's variable overhead costs are driven by the number of guests. What would be the total budgeted 
overhead cost for a month if the activity level is 76 guests?  
A. $7,373.24

B. $52,848.40

C. $8,274.40

D. $8,343.40

 

3. In a make-or-buy decision, what do relevant costs include? 
A. Fixed selling and administrative expenses

B. Fixed factory overhead costs applied to products

C. Avoidable fixed costs

D. Unavoidable fixed costs

 



4. Akey Hospital bases its budgets on patient-visits. The hospital's static budget for March appears below: 

 
 
What should be the total overhead cost at an activity level of 3,000 patient-visits per month? 
A. $97,800

B. $88,020

C. $92,640

D. $92,100

 

5. Gary Corporation produces products X, Y, and Z from a single raw material input. Budgeted data for 
the next month is as follows: 

 
 
If the cost of raw material input is $150,000, which of the products should be processed beyond the split-
off point? 

 
A. Option A

B. Option B

C. Option C

D. Option D

 

6. Liukko Corporation's standard wage rate is $14.90 per direct labor-hour (DLH) and according to the 
standards, each unit of output requires 2.8 DLHs. In June, 1,800 units were produced, the actual wage rate 
was $15.80 per DLH, and the actual hours were 5,110 DLHs. What would the Labor Efficiency Variance 
for June be recorded as? 
A. Credit of $1,106

B. Credit of $1,043

C. Debit of $1,106

D. Debit of $1,043

 

7. Bruley Corporation applies manufacturing overhead to products on the basis of standard machine-hours. 
The company's predetermined overhead rate for fixed manufacturing overhead is $3.30 per machine-hour 



and the denominator level of activity is 3,500 machine-hours. In the most recent month, the total actual 
fixed manufacturing overhead was $11,570 and the company actually worked 3,430 machine-hours during 
the month. The standard hours allowed for the actual output of the month totaled 3,450 machine-hours. 
What was the overall fixed manufacturing overhead volume variance for the month?
A. $231 Unfavorable

B. $66 Favorable

C. $231 Favorable

D. $165 Unfavorable

 

8. Miolen Corporation has provided the following data concerning its direct labor costs for June: 

 
 
What would the Labor Efficiency Variance for June be recorded as? 
A. Credit of $50,128

B. Credit of $46,272

C. Debit of $50,128

D. Debit of $46,272

 

9. Hairr Corporation bases its predetermined overhead rate on variable manufacturing overhead cost of 
$9.50 per machine-hour and fixed manufacturing overhead cost of $947,672 per period. If the denominator 
level of activity is 8,900 machine-hours, what would the predetermined overhead rate be?
A. $950.00

B. $106.48

C. $115.98

D. $9.50

 

10. Barbu Corporation has provided the following data concerning its direct labor costs for June: 

 
 
What would the Labor Rate Variance for June be recorded as? 
A. Credit of $6,305

B. Debit of $6,500

C. Debit of $6,305

D. Credit of $6,500

 

11. Bakos Corporation bases its predetermined overhead rate on variable manufacturing overhead cost of 
$8.80 per machine-hour and fixed manufacturing overhead cost of $100,688 per period. If the denominator 
level of activity is 2,800 machine-hours, what would the variable component in the predetermined overhead 



rate be?
A. $44.76

B. $8.80

C. $35.96

D. $43.52

 

12. What is a static planning budget? 
A. Used only for fixed costs

B. Used when the mix of products does not change

C. A budget for a single level of activity

D. A budget that ignores inflation

 

13. A study has been conducted to determine if one of the departments in Barry Corporation should be 
discontinued. The contribution margin in the department is $60,000 per year. Fixed expenses charged to the 
department are $75,000 per year. It is estimated that $34,000 of these fixed expenses could be eliminated if 
the department is discontinued. These data indicate that if the department is discontinued, what would 
happen to the company's overall net operating income? 
A. Decrease by $15,000 per year

B. Increase by $15,000 per year

C. Decrease by $26,000 per year

D. Increase by $26,000 per year

 

14. Emerich Corporation keeps careful track of the time required to fill orders. The times recorded for a 
particular order appear below: 

 
 
What was the manufacturing cycle efficiency (MCE) closest to? 
A. 0.18

B. 0.09

C. 0.49

D. 0.03

 

15. Danoff Midwifery's cost formula for its wages and salaries is $1,540 per month plus $497 per birth. 
For the month of March, the company planned for activity of 112 births, but the actual level of activity was 
107 births. The actual wages and salaries for the month was $56,850. What would the activity variance for 
wages and salaries in March be closest to? 
A. $2,485 U

B. $2,485 F

C. $354 U

D. $354 F

 



 

16. The following labor standards have been established for a particular product: 

 
 
The following data pertain to operations concerning the product for the last month: 

 
 
What is the labor efficiency variance for the month? 
A. $16,029 F

B. $19,017 F

C. $16,577 F

D. $19,017 U

 

17. Ok Corporation keeps careful track of the time required to fill orders. Data concerning a particular 
order appear below: 

 
 
What was the manufacturing cycle efficiency (MCE) closest to? 
A. 0.02

B. 0.47

C. 0.12

D. 0.07

 

18. Mondo Snow Removal's cost formula for its vehicle operating cost is $1,060 per month plus $429 per 
snow day. For the month of January, the company planned for activity of 11 snow days, but the actual 
level of activity was 13 snow days. What would the actual vehicle operating cost for the month was 
$6,310. What would the activity variance for vehicle operating cost in January be closest to?
A. $858 F

B. $858 U

C. $531 F

D. $531 U

 

19. Reidenbach Corporation applies manufacturing overhead to products on the basis of standard machine-
hours. The budgeted fixed manufacturing overhead cost for the most recent month was $17,100 and the 
actual fixed manufacturing overhead cost for the month was $17,450. The company based its original 
budget on 4,500 machine-hours. The standard hours allowed for the actual output of the month totaled 
4,810 machine-hours. What was the overall fixed manufacturing overhead budget variance for the month? 
A. $1,178 Favorable



End of exam 

B. $350 Unfavorable

C. $350 Favorable

D. $1,178 Unfavorable

 

20. Oldham Corporation bases its predetermined overhead rate on a variable manufacturing overhead cost 
of $4.00 per machine-hour and fixed manufacturing overhead cost of $87,822 per period. If the 
denominator level of activity is 4,100 machine-hours, what would the fixed component in the 
predetermined overhead rate be?
A. $400.00

B. $21.42

C. $4.00

D. $25.42



 

Exam: 061403RR - Capital, Cashflows, and Financial Statement Analysis 

When you have completed your exam and reviewed your answers, click Submit Exam. Answers will not be recorded until you 
hit Submit Exam. If you need to exit before completing the exam, click Cancel Exam. 

Questions 1 to 20: Select the best answer to each question. Note that a question and its answers may be split across a page 
break, so be sure that you have seen the entire question and all the answers before choosing an answer.

 

1. Bullinger Corporation has provided the following data concerning an investment project that it is 
considering: 

 
 
Which is the net present value of the project closest to? 
A. $406,326

B. $(79,658)

C. $(63,674)

D. $93,000

 

2. (Ignore income taxes in this problem.) Messersmith Corporation is investigating automating a process by 
purchasing a machine for $688,000 that would have an 8 year useful life and no salvage value. By 
automating the process, the company would save $160,000 per year in cash operating costs. The new 
machine would replace some old equipment that would be sold for scrap now, yielding $19,000. The 
annual depreciation on the new machine would be $86,000. What percent is the simple rate of return on 
the investment closest to? 
A. 12.5%

B. 10.8%

C. 11.1%

D. 23.3%

 

3. Mcrae Corporation's total current assets are $380,000, its noncurrent assets are $500,000, its total 
current liabilities are $340,000, its long-term liabilities are $250,000, and its stockholders' equity is 
$290,000. How much is the working capital? 
A. $40,000

B. $380,000

C. $290,000

D. $250,000

 

4. (Ignore income taxes in this problem.) James just received an $8,000 inheritance check from the estate 
of his deceased rich uncle. James wants to set aside enough money to pay for a trip in 5 years. If the trip is 



expected to cost $5,000 and the rate of return is 12% per year, how much of the $8,000 must James 
deposit now if in order to have the $5,000 in five years?
A. $2,535

B. $2,835

C. $5,000

D. $2,000

 

5. Tani Corporation's most recent balance sheet appears below: 

 
 
The company's net income for the year was $18 and it did not sell or retire any property, plant, and 
equipment during the year. Cash dividends were $4. What was the net cash provided by (used in) investing 
activities for the year? 
A. $45

B. ($45)

C. $3

D. ($3)

 

6. (Ignore income taxes in this problem.) The following data pertain to an investment project: 

 
 
Which percent is the internal rate of return closest to? 
A. 13%

B. 16%

C. 15%

D. 14%

 



 

7. Kingsolver Corporation has provided the following data concerning an investment project that it is 
considering: 

 
 
The working capital would be released for use elsewhere at the end of the project. What is the net present 
value of the project closest to? 
A. $(105,791)

B. $(118,495)

C. $(89,791)

D. $(51,000)

 

8. Cutsinger Corporation has provided the following data from its most recent income statement: 

 
 
What is the times interest earned ratio closest to?  
A. 0.19

B. 1.28

C. 0.28

D. 1.83

 

9. The market price of Friden Company's common stock increased from $15 to $18. Earnings per share of 
common stock remained unchanged. What would happen to the company's price-earnings ratio? 
A. Remain unchanged

B. Decrease

C. Increase

D. Impossible to determine

 

10. (Ignore income taxes in this problem.) The management of Helberg Corporation is considering a project 
that would require an investment of $203,000 and would last for 6 years. The annual net operating income 
from the project would be $103,000, which includes depreciation of $30,000. The scrap value of 
the project's assets at the end of the project would be $23,000. The cash inflows occur evenly throughout 
the year. How long is the payback period of the project closest to?
A. 1.4 years

B. 1.7 years

C. 2.0 years

D. 1.5 years

 



11. Evita Corporation prepares its statement of cash flows using the indirect method. Evita's statement 
showed "Net cash provided by operating activities" of $46,000. Under the direct method, this number 
would have been
A. greater than $46,000.

B. $0.

C. less than $46,000 but greater than $0.

D. $46,000.

 

12. Kellog Corporation is considering a capital budgeting project that would have a useful life of 4 years 
and would involve investing $160,000 in equipment that would have zero salvage value at the end of the 
project. Annual incremental sales would be $390,000 and annual cash operating expenses would be 
$260,000. The company uses straight-line depreciation on all equipment. Its income tax rate is 35%. How 
much is the income tax expense in year 2?
A. $24,500

B. $45,500

C. $7,000

D. $31,500

 

13. Smay Corporation has provided the following data: 

 
 
Which is the accounts receivable turnover for this year closest to?  
A. 6.11

B. 1.01

C. 6.08

D. 0.99

 

14. Shoshoni Corporation prepares its statement of cash flows using the indirect method. Which of the 
following would be added to net income in the operating activities section of the statement? 

 
A. Option C

B. Option A

C. Option D

D. Option B

 

15. (Ignore income taxes in this problem.) Assume you can invest money at a 14% rate of return. How 
much money must be invested now in order to be able to withdraw $5,000 from this investment at the end 



of each year for 8 years, the first withdrawal occurring one year from now?
A. $24,840

B. $1,755

C. $23,195

D. $21,440

 

16. What is the ratio of total cash, marketable securities, accounts receivable, and short-term notes to 
current liabilities? 
A. The current ratio

B. Working capital

C. The debt-to-equity ratio

D. The acid-test ratio

 

17. Kopas Corporation has provided the following data: 

 
 
What is the inventory turnover for this year closest to? 
A. 0.98

B. 3.09

C. 3.05

D. 1.03

 

18. Sales reported on the income statement totaled $750,000. The beginning balance in accounts receivable 
was $70,000. The ending balance in accounts receivable was $80,000. Under the direct method of 
determining the net cash provided by operating activities on the statement of cash flows, sales adjusted to a 
cash basis are how much? 
A. $740,000

B. $760,000

C. $680,000

D. $830,000

 

19. (Ignore income taxes in this problem.) Galindo Long-Haul, Inc. is considering the purchase of a tractor-
trailer that would cost $178,848, would have a useful life of 8 years, and would have no salvage value. The 
tractor-trailer would be used in the company's hauling business, resulting in additional net cash inflows of 
$36,000 per year. Which percent is the internal rate of return on the investment in the tractor-trailer closest 
to? 
A. 10%

B. 13%

C. 15%

D. 12%

 



End of exam 

20. (Ignore income taxes in this problem.) Crockin Corporation is considering a machine that will save 
$8,000 a year in cash operating costs each year for the next six years. At the end of six years it would have 
no salvage value. If this machine costs $33,848 now, what is the machine's internal rate of return closest 
to?
A. 11%

B. 9%

C. 12%

D. 10%



 

Exam: 061401RR - Tools for Management and Aids to Decision Making 

When you have completed your exam and reviewed your answers, click Submit Exam. Answers will not be recorded until you 
hit Submit Exam. If you need to exit before completing the exam, click Cancel Exam. 

Questions 1 to 20: Select the best answer to each question. Note that a question and its answers may be split across a page 
break, so be sure that you have seen the entire question and all the answers before choosing an answer.

 

1. An activity-based costing system that is designed for internal decision making will not conform to 
generally accepted accounting principles because
A. activity-based costing results in less accurate costs than more traditional costing methods based on direct labor-hours or 
machine-hours.

B. under activity-based costing manufacturing costs are assigned to products.

C. under activity-based costing the sum of all product costs does not equal the total costs of the company.

D. activity-based costing has not been approved by the United Nation's International Accounting Board.

 

2. Maack Corporation's contribution margin ratio is 16% and its fixed monthly expenses are $44,000. If the 
company's sales for a month are $299,000, what is the best estimate of the company's net operating 
income? Assume that the fixed monthly expenses do not change. 
A. $47,840

B. $255,000

C. $207,160

D. $3,840

 

3. Malley Corporation has provided the following data concerning its only product: 

 
 
What is the margin of safety in dollars? 
A. $562,950

B. $1,390,000

C. $2,085,000

D. $1,522,050

 

4. Gough Corporation has two divisions: Domestic and Foreign. Data from the most recent month appear 
below: 



 
 
What is the break-even in sales dollars for the company as a whole closest to?  
A. $436,424

B. $609,794

C. $502,579

D. $107,216

 

5. What is the margin of safety? 
A. The excess of budgeted or actual sales over budgeted or actual fixed expenses

B. The excess of budgeted net operating income over actual net operating income

C. The excess of budgeted or actual sales over budgeted or actual variable expenses

D. The excess of budgeted or actual sales over the break-even volume of sales

 

6. Data concerning Cutshall Enterprises Corporation's single product appear below: 

 
 
What are the unit sales to attain the company's monthly target profit of $16,000 closest to? 
A. 4,834

B. 2,320

C. 3,872

D. 4,462

 

7. Bolding Inc.'s contribution margin ratio is 61% and its fixed monthly expenses are $42,000. Assuming 
that the fixed monthly expenses do not change, what is the best estimate of the company's net operating 
income in a month when sales are $126,000? 
A. $34,860

B. $7,140

C. $76,860

D. $84,000

 

8. The Agate Corporation manufactures and sells two types of bookcases, standard and deluxe. Agate 
expects the following operating results next year for each type 
of bookcase: 



 
 
Agate expects to have a total of $57,600 in fixed expenses next year. What is Agate's break-even point next 
year in sales dollars?  
A. $96,000

B. $144,000

C. $240,000

D. $72,000

 

9. Mutskic Corporation produces and sells Product BetaC. To guard against stockouts, the company 
requires that 30% of the next month's sales be on hand at the end of each month. Budgeted sales of 
Product BetaC over the next four months are: 

 
 
What would budgeted production for August be? 
A. 77,000 units

B. 80,000 units

C. 107,000 units

D. 83,000 units

 

10. The contribution margin ratio of Baginski Corporation's only product is 53%. The company's monthly 
fixed expense is $617,980 and the company's monthly target profit is $23,000. What are the dollar sales to 
attain that target profit closest to? 
A. $1,166,000

B. $327,529

C. $1,209,396

D. $339,719

 

11. Bartelt Inc., which produces a single product, has provided the following data for its most recent month 
of operations: 

 
 
There were no beginning or ending inventories. What was the absorption costing unit product cost?  
A. $117 per unit

B. $183 per unit

C. $246 per unit



D. $125 per unit

 

12. If a cost object such as a product or customer has a negative green margin, then 
A. its yellow margin will be positive.

B. its yellow margin may be either positive or negative.

C. its yellow margin will be zero.

D. its yellow margin will be negative.

 

13. Data concerning three of the activity cost pools of Brevo LLC, a legal firm, have been provided below: 

 
 
What is the activity rate for the "meeting with clients" activity cost pool closest to?  
A. $147 per meeting hour

B. $68 per meeting hour

C. $154,791 per meeting hour

D. $37 per meeting hour

 

14. Axsom Inc. bases its manufacturing overhead budget on budgeted direct labor-hours. The direct labor 
budget indicates that 1,300 direct labor-hours will be required in March. The variable overhead rate is 
$8.90 per direct labor-hour. The company's budgeted fixed manufacturing overhead is $20,020 per month, 
which includes depreciation of $2,600. All other fixed manufacturing overhead costs represent current cash 
flows. The company recomputes its predetermined overhead rate every month. What should the 
predetermined overhead rate for March be?
A. $15.40

B. $24.30

C. $8.90

D. $22.30

 

15. Fab Manufacturing Corporation manufactures and sells stainless steel coffee mugs. Expected mug sales 
at Fab (in units) for the next 3 months are as follows: 

 
 
Fab likes to maintain a finished goods inventory equal to 30% of the next month's estimated sales. How 
many mugs should Fab plan on producing during the month of November? 
A. 25,900 mugs

B. 26,800 mugs

C. 23,200 mugs

D. 34,300 mugs

 

16. For July, White Corporation has budgeted production of 6,000 units. Each unit requires 0.10 direct 
labor-hours at a cost of $8.50 per direct labor-hour. How much will White Corporation budget for labor in 



July? 
A. $5,160

B. $5,100

C. $600

D. $51,000

 

17. The break-even in units sold will decrease if there is an increase in
A. selling price.

B. unit sales.

C. unit variable expenses.

D. total fixed expenses.

 

18. Holdt Inc. produces and sells a single product. The selling price of the product is $230.00 per unit and 
its variable cost is $66.70 per unit. The fixed expense is $212,290 per month. What is the break-even in 
monthly unit sales closest to? 
A. 3,183

B. 1,300

C. 1,802

D. 923

 

19. Prester Corporation has budgeted production for next year as follows: 

 
 
Two pounds of material A are required for each unit produced. The company has a policy of maintaining a 
stock of material A on hand at the end of each quarter equal to 25% of the next quarter's production needs 
for material A. A total of 30,000 pounds of material A are on hand to start the year. What would budgeted 
purchases of material A for the second quarter be?  
A. 145,000 pounds

B. 140,000 pounds

C. 135,000 pounds

D. 180,000 pounds

 

20. Waltz Corporation has two divisions: Xi and Sigma. Data from the most recent month appear below: 

 
 
The company's common fixed expenses total $65,100. What is the break-even in sales dollars for Sigma 
Division closest to? 
A. $131,685

B. $414,904

C. $283,218




