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Quill Company common stock $150,000

Barton, inc., common stock 110,000

Delta, Inc., 8% bonds 240,000
Securities to be held to maturity:

Armand, inc., 9% bonds 80,000

Port City municipal bonds 180,000
Available-for-sale securilies:

Knox Co. common stock 51,000

Vernon, Inc., preferred stock 109,000
Total $220,000
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Assets Liabilities
Current Noncurrent Current Noncurrent

A 86 $1,000 $5,000 $0

B. $7,000 $1,000 $1,000 $9,000
C. $1,000 50 $0 $7,000
D. $10,000 $7,000 $9,000 $14,000
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A. $8,779

B. $9,000

C. $9,559

D. $9,683
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Beginning Times: Equals: Minus: Equals: Ending
Carrying Effective Interest Cash Discount Carrying

Year Amount Rate Expense Paid Amortized Amount
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Production Manufacturing

Month in Units - Supplies
March 450,000 $723,060
Aprit 540,000 853,560
May 480,000 766,560
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Direct Materials
Chemicals Cans  Conversion

Units completed and transferred to Shipping 20,000 20,000 20,000
Work-in-process at 5/31

Chemicals (100%) 5,000

Cans (0%) 0

Conversion costs (80%) 4,000
Equivalent units 25,000 20,000 24,000
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Direct Materials

Chemicals Cans Conversion
Transferred to Shipping from 5/1 work-in-process

(4,000 @ 25%)

Chemicals (0%) 0

Cans (100%) 4,000

Conversion costs (75%) 3,000
Current production transferred to Shipping (100%) 16,000 16,000 16,000
5/31 work-in-process (5,000 @ 80%)

Chemicals (100%) 5,000

Cans (0%) 0

Conversion costs (80%) 4,000
Equivalent units 21,000 20,000 23,000
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Direct Materials
Chemical Cans  Conversion®
Work-in-process at 5/1 $ 45600 $ 0 $ 8,125
Plus: May costs incurred 228,400 7,000 45,500
Total costs $274,000 $7,000 $53,625
Divided by: EUP + 25,000 +20,000 +24,000
Weighted-average unit costs $ 1096 $ .35 $ 2.23
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Direct Materials
Chemicals Cans Conversion

May costs incurred $228,400 $7,000 $45,500
Divided by: EUP + 21,000 +20,000 +23,000
FIFO unit costs $ 1088 §$ .35 $ 1.98
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Sales (120,000 units x $40) $4,800,000
Variable production cosls
{200,000 units x $30) $6,000,000
Fixed production costs 600,000
Total production costs $6,600,000
Ending inventory (80,000 units x $33) (2,640,000)

Cost of goods sold (3,960,000)
Gross profit $ 840,000
Setling and adminisirative expenses {400,000}
Operating income $ 440,000
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Raw materials $ 80,000
Work-in-process 128,000
Finished goods 272,000
Cost of goods sold 1,120,000

BIFY, e Jalad Aladl) AL e W) (e J8U Alaadl) Ll e )
il J< Lgie )Y a1 deluall deliad) 48K5 ¢ bl oda (bl e

$AAY, 4+ A

VeV



ARAMEEN:!

AR ALYERN

$V,Yo¥, v D

dasaaC LY

gl (A G sthaall

delial) deliad) AaHl ade @A) alall 4led dpa
Jall didlia

:\_ﬁb.aY\ ;L}c;\ﬂ\uaﬁj}\ SJ\:\‘}LA\:\]DJ (S A e 6)5_5.&$H~Y',~~~ 4@@\&&\35\ éh.d\ :\_1.4‘55:..4.1_9
e Ladl IS5 Fa Aesall fe L) 2S5 (el Ao Liagl sl o £LBY) e a5 ony Abandl
LAY Qb\.ua;j\ BT ‘;Lﬂé\ (e :\.c\_ml\
_[($\,\V~,~~~+$VV\',~~~+$\\‘/\,~~~)+$\,\\‘~,~~~]%\/V,1/\

BN+ 13 S Aol Aeliall 28K jaiaddl s tedll aliall e J8L Jasdll 28l el alae
$\,Y\/\,~~~ dc il Aclianl) 48l Lgie )3.2‘ Aallaay! Z.A:\ﬂ\d:é:\c(%vv,'\/\)($\vv,~~~)

.($q/\’hhh+$\’\\‘h’hhh)

AV Glele Gl e 3L sl sle) Jaad Wagner 38,5 Y £

Clelu sz bl LS c Yo, v il Ll aiadl slel &) Wagner 4S ydc alall 45 xic
el (je Ban 00, v v e aial A Lgaladiul als delu) v, e e YY)

AV, e e Gle b dae daddtie Bas gE A, v v s ebd\ AL Chai) 4K,

BYOY,r v v il alall ladll ALY el Y

S alall IR Alaadl) aiiaall il Lol ot iy lnall 2K Al Can gay

$YEe, A

$Yi\‘,°~ ' B

YEA



$You,v0n C

$yoY,v v D

Ansaf AaY)

JI o) A o gllaall

Alall il bl 4 sleay desdll 48l aiadl) clel ol

Jal) dddlia

(Aabaall AV clelu) v o, v s BYo e, v Al dele JSIGY, 00 sa Al cle V) Jrend Jaza

Aaladc Al Zeli) v o YA Glelu (e e Lo bl aeiiall Calas g (ga 83a 5 JS ) A8 <M
CulS alall JMA Alaadl) Alal) elie V) laie iy laeal) 48K aUaY s gy (Alaladin pxile Ban g0 v, 0 0 0 %
dﬁ&,})\,}m&b*X$Y,0~:\j:\.cudﬁdg&ﬂ\dﬁ@dmx@zééﬁhji/\,n~~)$Y2.,...

L lad-—cileddd) abudi CidlST ag 5 g3-1

O OsSam AN 2 i) (e iy (o) Al AludY) e aiiaally cleadd) aludl CallSs x5 58 e Yo
laliall (ululS dalasiin) ma yall

acludll c.u.d\ Glas g A

Cladall oLl 4k ge (35 e B

Alg el ALy jeSI) A8UAY Clas 5 C

58kl 3l sall alaiiu) D

gl b o gllaal)

naally Gleadl) aludl CadlSs a5 8 die Jaliall S aladin) gma el aud)

Jad) dkélia

\ER



o2 ax3id ) LY ALl e leay )55 cony s A8La) gieaal) clief (e s Ja yiad cilaadl) oludl (IS
bandl) bl CallSs ay ) il daladiial ey Al 5 ) A8Dle (uSay (63 Y] ileaal

st b Juzadl (585 Jaiaall (e ol and S5 deaiiivsal) delid) (8 il LS aae (JU) Jaaw e
ol e s

O 5S04l miaall cliel a8 (i r Gildle il Y7
Y anas AV clela A

faalusall iala 55 0Y) )8 B

ZEY) ana g3 ,1aY) ) 8 .C

Y5l Gl 53 lY1 ) 8D

IaasaC Ay

Sliged) B i pllaal)
Al piaill elel i dal e Gilele aaf
Jad) Addla

CallSs e (s gind 4dlay) AdlSall 5,08 5 g LY ana s Al il cliel et 8 Jale aal
sdall @iy lad 2N o o ala 35 a8 LU Cauliall saal) pe AlE o oS3 A @lli g b i

C\.\.\Y\ paa k_ﬂ.’ﬁj.\j\j L@JA;.\ &_\;\‘9” &J.ms.ﬁ\ J\As.a‘, 4.9_\4}44 du\ aJ\JY\ J\)ﬁ 9 J;Y\ u.u\.u‘}“ J\.\.\QY\
LA.@_A &_u\.a.aj‘ J\)sl\ UJS" cls.b.u\ I RREDY d.\AA:\ OY g u.ut.a..u\ LA‘; L@J.\A;S A :\ABLAY\ c\.\c\ﬁ\ u\ o

o Al o gl dabiaall Blall e Y Al k) (Y aludl e claaad) aludl CallSs a5 aie YV e
SOl a5l 48y Hla A
Sl a5l 4ay yla B

FEMEHRRG

\ -



AQI) a5 ¢ aal ol Jamall 48y )l D

daysaaD AlaY)

o) 2 G gllaall

Al o gl bl el 5 Y ) dendl) oLl 46085 x5 53 48
Jal) Asdlia

B_wdal) cadlsal) g Al CalSall sy 28I s g an ) 55 Jane A4 Hha

ol Loy 5 58 oy ()l 3 pnciall (oSl e ¥ anall 028 Y Aliada () 55 A 00 3l a ) i) ¥ ama oKD
Al Sl a5 el (e Callis

dal (e s 058 Y ALl e cilaaal) Aludl CallSs g 55 Y A
CllS3l oSl A

Y AR e.da.uB

dadlaY) Callall Y asa paas C

PN eJ.LuD

dasaC 4V

JI sl B o gllaall

ZEY) Al e cleasd) oLl CadlSs a5 68y ala) (e (2 gl

Jall dddlia

IS AlaaY) ele V) e 2l 2 Y) aldl e G ) gebilie e CallSE b cilardl) oLl (o<
Slo ZEY e dlead & Gl cany Al ele V) De e 2SI Callall A8y ylay Gl ) S5 Ladie Juail
835 LY Gl ¢ pnal) @0 ) sall 4 355 Jie (ial 2 Y Basie e glaay e (Sl aa ) Jale Gl




205 Gob ) sun delicall Rochester 48 58 (5 e AU i) e adiad YY) Y4 e ALY
) pall Al ol o3 8 agielusal g ZUEY) ALl e diluall 530 sall e 446511 Jie cculondl) alud] 485
Al L) 8

Quality Control  Maintenance ~ Machining ~ Assembly Total

Budgeted overhead costs

before allocation $350,000 $200,000 $400,000 $300,000 $1,250,000
Budgeted machine hours - -~ 50,000 - 50,000
Budgeted direct labor hours - : - - 25,000 25,000
Budgeted hours of service:

Quality Control - 7,000 21,000 7,000 35,000

Maintenance 10,000 - 18,000 12,000 40,000
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Daniels Tool & Die Corporation
Year 3-Year 4 Comparative Income Statements

Year 3 Year 4
Sales $840,000 $1,015,000
Cost of goods sold:
Finished goods, 1/1 $ 25,000 $ 18,000
Cost of goods manufactured 548,000 657,600
Total available $573,000 $ 675,600
Finished goods, 12/31 18,000 14,000
Cost of goods sold before overhead adjustment $555,000 $ 661,600
Underapplied factory overhead 36,000 14,400
Cost of goods sold $591,000 $ 676,000
Gross profit $249,000 $ 339,000
Selling expenses $ 82,000 $ 95,000
Administrative expenses 70,000 75,000
Total operating expenses $152,000 $ 170,000
Operating income . $ 97.000 $ 169.000
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Cost of goods sold before overhead adjustment
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Underapplied factory overhead
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Daniels Tool & Die Corporation
Inventory Balances

11/Year 3 12/31/Year 3 12/31/Year 4

Raw material $22,000 $30,000 $10,000
Work-in-process costs $40,000 $48,000 $64,000
Direct labor hours 1,335 1,600 2,100
Finished goods costs $25,000 $18,000 $14,000
Direct labor hours 1,450 1,050 820
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Fixed factory overhead $ 25,000

Variable factory overhead $155,000
Direct labor hours 25,000
Direct labor costs $150,000
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Daniels Tool & Die Corporation
Variable Costing Income Statement
For the Year Ended December 31, Year 4

Sales
Finished goods, 1/1/Year 4 ($18,000 — $1,050 fixed overhead)
Work-in-process, 1/1/Year 4 ($48,000 — $1,600 fixed overhead)
Manufacturing costs incurred*
Total available
Work-in-process, 12/31/Year 4 (864,000 — $2,100 fixed overhead)
Finished goods, 12/31/Year 4 ($14,000 — $820 fixed overhead)
Variable manufacturing cost of goods sold
Variable selling expenses ($1,015,000 x .05)
Total variable costs
Contribution margin
Fixed factory overhead (given)
Fixed selling expenses ($95,000 — $50,750)
Fixed administrative expenses (all)
Total fixed costs
Operating income
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$ 16,950
46,400
650,600

$713,950

(61,900)
(13,180)

$638,870
50,750

$ 37,400
44,250

75,000

$1,015,000

(689,620)
$ 325,380

(156,650)
$ 168,730
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11/Year4 12/31/Year4

Inventories  Inventories Difference
Work-in-process 1,600 2,100 500
Finished goods 1,050 820 230)
Total 2,650 2,920 270
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Cutting Finishing

Annual capacity (36,000 direct

labor hours available in each

department) 180,000 units 135,000 units
Current production rate

(annualized) 108,000 units 108,000 units
Fixed manufacturing

overhead $1,296,000 $1,944,000
Fixed selling and

administrative expense 864,000 1,296,000
Direct materials cost per unit 45 15
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Cumulative

Units Average Hours
80 1.5 hours (120 + 80)
160 1.2 hours (1.5 x .8)
320 .96 hours (1.2 x .8)
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Cumuiative
Batch  Units Average Time Time
i 1-4 800 800

2 58 720 (800 x 90%) 1,440
3 9-16 648 (720 x 90%) 2,502
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Sales Estimate Probability

$ 60,000 25%
85,000 40
100,000 35
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Service Calls x Probability = Calls
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Expected Value of Parts Costs
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per Repair x Proportion = Cost
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March April May

Sales $40,000  $50,000  $100,000
Accounts payable 30000 40,000 40,000
Payroll 60,000 70,000 50,000

Other disbursements 25,000 30,000 10,000
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Estimated Monthly Sales Type of Monthly Sale
January $600,000 Cash sales 20%

February 650,000 Creditsales  80%
March - 700,000 T
Aprit 625,000
May 720,000
June 800,000
Collection Pattern for Credit Sales
Monthofsale 30%
One month following sale 40%

Second month following sale 25%

L ye 30840l el Estimated monthly sales

4 yedll Clrpdl sl Type of monthly sales

Al Gl Jaass a5l aslal Collection Pattern for Credit Sales
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Annual Fixed Operating Costs
Advertising $ 720,000
Depreciation 420,000
Insurance 180,000
Property taxes 240,000

Salaries 1,080,000
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Supportilg Calculations

'Materials purchased:
1stquarter: 27,500 units @ $80 per unit
2nd quarter: 40,000 units @ $80 per unit*
3rd quarter: 40,000 units @ $84 per unit**
4th quarter: 40,000 units @ $84 per unit
Total

*$2,200,000 + 27,500 units
**$80.00 x 1.05

*Materials inventory, 8/31/Year 7:
18,500 units @ $84 per unit

*Direct labor:
1st quarter: 25,000 units @ $7 per unit*
2nd quarter: 40,000 units @ $7 per unit
3rd quarter: 40,000 units @ $7 per unit
4th quarter: 40,000 units @ $7.56 per unit**
Total

*$980,000 + 140,000 units
**$7.00 x 1.08

*Indirect materials:
$11,766,000 x .10

*General factory overhead:
Variable: 145,000 units x ($1,400,000 =
140,000 units) .
Fixed: $2,800,000 = 2
Total

*Finished goods inventory, 8/31/Year 7:
3,300 units x ($16,830,000 + 145,000 units)

$ 2,200,000
3,200,000
3,360,000
3,360,000

$12,120,000

$ 1,554,000

$ 175,000
280,000
280,000
302,400

$ 1,037,400

$ 1,176,600

$ 1,450,000
1,400,000

$ 2,850,000

$ 383,028
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Liquid Quantity Cost Total

Chemical (in gallons)  (per gallon) Cost
Maxan 100 2.00 $200

Salex 300 £ 225

Cralyn 225 1.00 225

625 $650
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Liquid Quantity Total
Chemical (in gallons) Cost
Maxan 8,480 $17,384
Salex 25,200 17,640
Cralyn 18,540 16,686

52,220 51,710
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Actual Standard
Chemical Quantity Price Totals
Maxan 8,480 gallons x  $2.00 = $16,960
Salex 25,200 gallons  x 75 = 18,900
Cralyn 18,540 gallons  x 1.00 = 18,540
Total AQ x SP $54,400
Less: actual cost (51,710)
Price variance $ 269 F
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