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GNB 12e Practice Exam Solutions – Chapter 5
1.
Solution (Learning Objective 4):
The company’s contribution margin for the quarter would be determined as follows:
	Sales
	
	$1,400,000

	Variable expenses:
	
	

	    Variable selling expense
	$140,000
	

	    Cost of goods sold
	640,000
	

	    Variable administrative expenses
	    60,000
	

	Total variable expenses
	
	  840,000

	Contribution margin
	
	$560,000


2.
Solution (Learning Objective 4):

The company’s total contribution margin for the quarter would be determined as follows:

	Sales
	
	$1,200,000

	Variable expenses:
	
	

	    Direct labor
	$ 290,000
	

	    Direct materials
	206,000
	

	    Variable administrative expenses
	192,000
	

	    Variable manufacturing overhead
	164,000
	

	    Variable selling expense
	  199,000
	

	Total variable expenses
	
	  1,051,000

	Contribution margin
	
	$   149,000


3.
Solution (Learning Objective 1):

Janitorial costs are fixed (rather than variable or mixed) in nature; that is, they total $64,000 at both 80,000 and 64,000 machine hours (MHs) as shown below.

	MHs 
	Average

Cost per 
MH
	Total
Cost

	80,000
	$0.80
	$64,000

	64,000
	$1.00
	$64,000



Accordingly, janitorial costs would be expected to be $64,000 at 74,000 machine hours (or at any other level of machine hours within the relevant range).

4.
Solution (Learning Objective 2):

(in thousands)
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Based on the scattergraph above, the fixed cost portion of utilities cost is equal to the intercept, $100,000. The variable cost portion appears to be $1 per unit (that is, for every 200,000 units costs increase $200,000, so variable costs appear to be $1 per unit).

5.
Solution (Learning Objective 3):
Using the high-low method, the company’s variable cost per unit for shipping costs can be calculated as follows:

Variable cost per unit = Change in costs ÷ Change in units

Variable cost per unit = ($27,500 – $20,000) ÷ (3,000 – 2,000)

Variable cost per unit = $7,500 ÷ 1,000 = $7.50 per pound shipped. 

Then, the company’s fixed shipping cost can be calculated as follows:

Total cost = Total variable cost + Total fixed cost or

Total fixed cost = Total cost – Total variable cost

Total fixed cost = $20,000 – (2,000 pounds x $7.50 per pound) 

Total fixed cost = $20,000 – $15,000 = $5,000

Finally, if the company ships 2,500 pounds, its total shipping cost can be estimated as follows:

Total cost = Total variable cost + Total fixed cost

Total cost = (2,500 pounds x $7.50 per pound) + $5,000

Total cost = $18,750 + $5,000 = $23,750

