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Home work for Chapter 12. (Print 2 copies. Circle (at the right) the letter of the best answer for each question. Turn in one copy at the start of class and keep one copy for class discussion.)
autonumout  [Pg.524]   Please identify the item below that is not a reason for cost allocation (or indicate that all are reasons)
	a.
	Predict economic effects of strategic or operational control decisions
	a.

	b.
	Obtain desired motivation and provide feedback for performance evaluation
	b.

	c.
	Compute income and asset valuation
	c.

	d.
	To justify costs or obtain reimbursement
	d.

	e.
	All are reasons for cost allocation
	e.


autonumout  [Pg. 527]   Braveheart Company has two production departments, Mixing and Finishing, served by one maintenance department.  Budgeted fixed costs for the maintenance department were $30,000, and the variable cost per labor hour was $4.00.  Other relevant data are as follows:
	
	Mixing
	Finishing

	Long-run capacity available in labor hours
	18,000
	12,000

	Budgeted labor hours
	12,000
	10,500

	Actual in labor hours
	15,000
	9,000


Actual maintenance department costs were $36,000 fixed and $100,000 variable.  The amount of variable maintenance costs allocated to the Mixing Department should be:

	a.
	$60,000
	b
	$72,000
	c.
	$48,000
	d.
	$62,500
	a
	b
	c
	d
	e


autonumout  [Pg. 529] 
Riggs has two production departments, Mixing & Finishing, served by one maintenance department.  Budgeted fixed costs for the maintenance department were $30,000, and the variable cost per labor hour was $4.00.  Other relevant data are as follows:

	
	Mixing
	Finishing

	Long-run capacity available in labor hours
	18,000
	12,000

	Budgeted labor hours
	12,000
	10,500

	Actual in labor hours
	15,000
	9,000


Actual maintenance department costs were $36,000 fixed and $100,000 variable.  The amount of fixed maintenance costs allocated to the Finishing Department should be:

	a.
	$18,000
	a.

	b.
	$12,000
	b.

	c.
	$14,000
	c.

	d.
	$11,250
	d.


autonumout  [Pg 530]  Lyle Company has two service departments, Maintenance and Personnel, as well as two production departments, Mixing and Finishing. Maintenance costs are allocated based on square footage while personnel costs are allocated based on number of employees. The following information has been gathered for the current year:

	
	Maintenance
	Personnel
	Mixing
	Finishing

	Direct dept. costs
	$126,000
	$84,000
	$105,000
	$175,000

	Square footage
	800
	400
	1,600
	1,200

	Number of employees    
	8
	12
	24  
	32


If the direct method is used to allocate costs, then the total cost of the Mixing Department after allocation would be:
	a.
	$213,000
	a.

	b.
	$72,000
	b.

	c.
	$36,143
	c.

	d.
	$105,000
	d.


autonumout  [Pg. 531] Repeat the preceding problem. If the step-down method is used to allocate costs and the Maintenance Department is allocated first, the amount of overhead that would be allocated from Maintenance to Mixing is:

	a.
	$36,000
	a.

	b.
	$42,750
	b.

	c.
	$42,000
	c.

	d.
	$63,000
	d.


