CHAPTER 2                               CCCBACABDB
1.
Part (a) Solution (Learning Objective 4):
The cost of the raw materials used in production during the year is determined as follows: 

	Raw materials inventory, beginning 
	$  80

	Purchases of raw materials 
	240

	Less raw materials inventory, ending 
	 (140)

	Raw materials used in production
	$180



Part (b) Solution (Learning Objective 4):
The cost of goods manufactured (finished) during the year is determined as follows: 

	Raw materials used in production 

  (calculated in the previous question)
	$  180

	Direct labor 
	400

	Manufacturing overhead 
	    460

	Total manufacturing costs
	1,040

	Work in process inventory, beginning 
	    140

	
	1,180

	Less: work in process inventory, ending 
	  (100)

	Cost of goods manufactured
	$1,080



Part (c) Solution (Learning Objective 3):
The cost of goods sold for the year is determined as follows:

	Finished goods inventory, beginning 
	$   240

	Cost of goods manufactured 
  (calculated in the previous question)
	1,080

	Less finished goods inventory, ending 
	  (320)

	Cost of goods sold
	$1,000



Part (d) Solution (Learning Objective 3):
The net income for the year is determined as follows: 
	Sales 
	
	$1,980

	Cost of goods sold   
  (calculated in the previous question)
	
	  1,000

	Gross profit
	
	980

	Operating expenses:
	
	

	  Administrative expenses
	$300
	

	  Selling expenses 
	  280
	 (580)

	Net income
	
	$  400


2.
Solution (Learning Objective 5):
	
	Variable
	Fixed

	Direct labor
	X
	

	Direct materials
	X
	

	Rent on building
	
	X

	Supervisor salaries
	
	X

	Sales commissions based on units sold
	X
	


3.
Solution (Learning Objective 6):
	
	Direct
	Indirect

	The direct labor factory costs for the manufacturing division.
	X
	

	The factory supervisor’s salary for the product produced.
	
	X

	The factory supervisor’s salary for the manufacturing division.
	X
	

	The manufacturing overhead costs for the products produced. 
	
	X

	The manufacturing overhead costs for the manufacturing division.
	X
	


4.
Solution (Learning Objective 7): 
	
	Differential

Cost
	Opportunity 

Cost
	Sunk 

Cost

	The decision to go to graduate school to earn an MBA versus taking a second part-time job. (The foregone profits from the part-time job wages not earned.)
	
	X


	

	The cost of accepting a special order from a customer at a reduced selling price due to reduced packaging and delivery services.
	X
	
	

	The cost of equipment purchased five years ago which is no longer usable.
	
	
	X

	The cost of making a part compared with the cost of buying the part from a supplier. 
	X
	
	

	The use of factory equipment to produce an item when it could be used to produce another item that sells for a profit. 
(The foregone profits from the product that is not produced.)
	
	X


	


