ACG 2071 - Exam 3

Chapter 1 =+ 1 conceptual gquestion

Financial Accounting WS Managerial Accounting

External Users Internal Users

Complies with GAAP Mon-GAAP

Company-Wide Reporting Divisional/Departmental Recording
Historcal Future Oriented

Reports prepared at the end of Reports Prepared as Needed

the Accounting Period

Chapter 2 = 3 questions, 1 conceptual

r.lfa riable costs: a cost that changes in total as the cost driver activity changes

Even though the ingredient price stays consistent, its total cost changes — o Thi total coals vasee

# cookies X costfingredient =
100 X 50.50 =
S00 X 50.50 =

Fi:r:ed costs] a cost that remains constant in total as the cost driver activity changes

# of cookies = Rent cost per cookie

o, UL = S 30 Total cost remains foed
1,500 = 51.00

3,000 = %0.50

Step costs] costs that remain constant for a small range of activity but change abruptly once beyond that range

A box of 500 bowls at 550 per box:
if you need 5,200 bowls = so you need 10.4 boxes =

since you can't purchase a fraction of the box, you need ta round up to suffice your needed amount of bowls -

s0 you order 11 boxes =2 therefore this is a step cost

hﬂixed costs] costs that have both a fixed component and a variable component

& phone bill: you are reguired to pay a flat fee every month just to have the company’s services, then
you pay additional charges for every minute of long-distance calling you make — the hill
will be a combination of your flat (fixed) portion and your additional (variable) charges

High-luw method] a cost estimation technigue that uses the equation of a line {y = mx + b) and a data set’s
highest and lowest volume points to separate a mixed cost into its fixed and variable components

pr— Select the two data points based on the highest and lowest activity II{,/"_'HH
i ——— T A Cost = 52 200 - $1 600 = Se00 = t 50.70
the Cost and A Activity = 1,600 — BOO = BOO N, J
Activity o




Income statement formats:

GAAP Format VS Contribution Margin Format
Sales Sales
-COGS - DM, DL V.OH, F.OH - ¥C > DM, DL, V.OH, V.5+A
G\ P N Chv J——
- 5+ A Tixed & Variable -FC__ >  (FOHFS+A O
Operating Income Operating Income
DM = Direct Materials DL = Direct Labor
V.OH = Variable Overhead V.3+A = Varable Selling + Administrabion Expenses
F.OH = Fixed Overhead FS5+A =Fixed Selling + Adminictkration Expensac
Chapter 3 = 4 questions, 1 conceptual

Breakeven analysis:

calculating the point at which revenues are equal to expenses so income is equal to zero
There are two different ways to calculate breakeven point:

The Equation Method: sales — variable exp — fixed exp = operating income

63 - 61 . - B
53.00x - S51.80x $4000 = 50 [ op income is equalto
Easi=st AT 511':'.": = ELGGG — -5':' 0at breakeren F-:-:i_'n‘l:
it's bamcally X = 54000 .-'I 51.20
a shortout in X = 3,333 (number of cookies needed to breakeven)
the Equation
Method e . _
nbution Margin: % Fixed Expenses = Breakeven Point
T CM per unit {in units)
5400075120 = 3,333 (number of cookies needed to breakeven)

-Ma_r_gin of ﬂafet!,rj the amount of sales that can be drop before losing money overall
(The difference between current sales and breakeven sales)

Current Sales =15 000
- Breakeven Sales - 510 000
Margin of Safety =5, 000

Target operating income: finding the number of units that must be sold to earn a specific operating income
Calculate by using The Equation Method or The Contribution Margin Technigue

53.00x - 5180k - 5":':5':":5 _ 520,000 Using £20,000 as the
51.20x - 54,000 = 520,000 target cperating income
51.20x = 520,000 + 54,000
X = 524,000 f 51.20
X = 20,000 {number of cookies needed to have desired op. inc.)

What-if analysis:

Changes in Sale Price per Unit: finding a new breakeven point using the eguation method, substituting for the
needed sell price
Gales —Variable Expenses — Fixed Expenses = Operating Income
52 60Ny 5180 - 54,000 = 50
‘ S0B0x - 54,000 = 50

Mew price nesded
to e=ll product

=0.80x = 54,000
x = $4.000 / S0.80 MNew total amount of products
ne=dine to be sold to breakeven

x =5 000 cookies




Changes in Variable Costs per Unit: finding how the breakeven point would be affected if there is a change in
the variable costs per unit
Sales —Variable Expenses — Fixed Expenses = Operating Income
53.00x ¢51.400 354,000 = 50
51.60x - SIE000 = 50
51.60x =54 000
=5 [51.60

T

Changes in Fixed Expenses: finding how the breakeven point would be affected if there is a change in the fixed
costs
Gales —Variable Expenses —Ei
53.00x - 51.80x .
51.20x - 55,000 = 50
51.20x = 55,000
x=54 500 f51.20

nesdine to be s0ld to breakeven —= 3,@

Multiproduct CVP analysis:|formula for whenever a ratio is involved with your data

A lower variable cost per unit

MNew total amount of products
n=eding to be sold to breakeven

d Expenses = Operating Income

A hizher finad cost

MNew total amount of products

Say you sell three times more of one product for every one sold of the other product (3:1 ratio)
{sales — variable expenses) + (sales — variable expenses) — fixed expenses = operating income
CM + CM — fixed expenses = operating income

Ne ' For Milk!

or Coakies
(51.20 * 3x) + (51.40 * x) - 54,000 = 50
53.60x + 51.40x - 54,000 = 50
obx - 54 000 =350
=5 = 54,000
x = 800 milk cartons
Jx= 2400 cockies

Chapter 4 =+ 2 gquestions, 1 conceptual

Cost flows th rough inventory accounts: {conceptual)
Raw materials: materials purchased for production that have not yet been used,
Work in Process: products that have been started but not yet finished, and
z‘:::“f?f:: e Finished Goods: products that have been completed but not yet sold

through inventory  LOUN ACCT has a basis of - | Beginning + Costs added =| Costsremoved |= Ending
Balance during the period during the period balance

accounts in Hheir

Raw Materials Inventory Work In Process Inventory Finished Goods Inventory COGS
Beg. Bal. @%EE& Bal. @@Haeg_ Bal. {Egic@—» 55 Sold
55 Purchaszes DM 55 transferred
Ending Balance DL Ending Balance

OH

Ending Balance

Predetermined overhead rate:| a rate used to allocate overhead costs to products as they're being made
Estimated Total Overhead Costs = Predetermined Overhead
Estimated Total Activity Level Rate




