QUESTION 1
Ceyhan Corporation has three departments. Data for the most recent year is presented below: 

                                          Eminönü           Kadıköy         Beyoğlu
Bostancı

   Sales                               $240,000         $200,000       $180,000       $100,000

   Variable expenses             145,000           138,000         104,000
  62,000

   Fixed expenses:

    Avoidable                           76,000             65,000          33,000
  43,000

    Unavoidable                       34,000             25,000          24,000
  17,000

Required:

a. Compute the operating income of each department.

b. Should any department(s) be eliminated? Which one(s) and why?

QUESTION 2
Flash Company produces a part that is used in the manufacture of one of its products. The costs associated with the production of 50,000 units of this part are as follows:

     Direct manufacturing costs           $74,000

     Variable factory overhead                90,000

     Fixed factory overhead                     50,000

Of the fixed factory overhead costs, $40,000 is unavoidable.

Required:

a. Assuming there is no alternative use for the facilities, should Flash take advantage of an offer from a supplier who is willing to sell Flash 50,000 units of the same part for $3.80 per unit?

b. Would your answer to Part A change if the facilities could be rented for $25,000 a year?

QUESTION 3
Atlantis Company has a current production level of 22,000 units per month. Unit costs at this level are:

    Direct materials                           

$0.25

    Direct labor                     
                    
  0.40

    Variable manufacturing overhead 
     
  0.15

    Fixed manufacturing overhead     

  0.20

    Fixed marketing expenses                   

  0.20

    Variable marketing/distribution expenses

  0.30

 

Current monthly sales are 19,000 units. Barry Company has contacted Atlantis Company about purchasing 1,500 units at $1.80 each. Current sales would not be affected by the special order, and variable marketing/ distributing costs would not be incurred on the special order. 

Required:

What is Atlantis Company's change in profits using the contribution margin format if the order is accepted?

QUESTION 4
Ceylan Corporation has three departments. Data for the most recent year is presented below: 

                                             Florya             Silivri             Avcılar

   Sales                               $370,000       $180,000        $100,000

   Variable expenses             108,000           82,000            34,000

   Fixed expenses:

    Unavoidable                       96,000           30,000            27,000

    Avoidable                         116,000          106,000           55,000

a. Compute the operating income of the company.

b. Compute the contribution margin and operating income of each department.

c. Should any department(s) be eliminated? Which one(s) and why?

QUESTION 5
Baysal Auto Company manufactures a part for use in its production of automobiles. When 10,000 items are produced, the costs per unit are:

     Direct  materials                                $12

     Direct manufacturing labor                  50

     Variable manufacturing overhead        24

     Fixed manufacturing overhead            42

       Total                                              $128

Another company has offered to sell to Baysal Auto Company 10,000 units of the part for $118. The plant facilities could be used to manufacture another part at a savings of $130,000 if Baysal accepts the offer. In addition, $15 per unit of fixed manufacturing overhead on the original part would be eliminated.

a. What is the relevant per unit cost for the original part?

b. Which alternative is best for Baysal Company? Make or buy?

QUESTION 6

Furkan Company, a producer of oak lumber for door companies, has an offer to supply a special load of lumber for an exporter. 

It will take three months to fill the order of 1,000,000 board feet. During the three months, half of its production capacity will be utilized for the special order. 

The total fixed costs for the three months will be $3,000,000. Variable costs per board feet will be $1.25

The marketing manager believes that half of the capacity taken up by the special order can be utilized with regular business which will generate income of $120,000.

Determine the minimum price that needs to be charged for the special order.

QUESTION 7
Beltz Company is considering the replacement of a machine that is presently used in the production of its product. The following data are available:

                                                      
        Replacement

                        

             Old Equipment               Equipment
     Original cost            

   $100,000  
            $60,000

     Useful life in years 
                        15     
                   7

     Current age in years     

            8      
                   0

     Book value               
                   $45,000    
                   -

     Disposal value now              
     $28,000     
                   -

     Disposal value in 7 years        
           0          
                   0

     Annual cash operating costs
     $12,000     
              $9,000

Required:

Ignoring income taxes, prepare a cost comparison of all relevant items for the next seven years together. Indicate the best alternative for Beltz Company.

QUESTION 8
Star Company produces a part that is used in the manufacture of one of its products. The costs associated with the production of 100,000 units of this part are as follows:

     Direct materials                             $200,000

     Direct labor                                     340,000

     Variable factory overhead                600,000

     Fixed factory overhead                     500,000

Of the fixed factory overhead costs, $70,000 is avoidable.

a. Assuming there is no alternative use for the facilities, should Star take advantage of an offer from a supplier who is willing to sell Paula 100,000 units of the same part for $12.50 per unit?

b. If the facilities could be rented to another company, what would be the minimum rent of the facilities should be asked for a year?

QUESTION 9
Mice Computer Company collected the following information on the cost of producing 1,500 monitors:


Direct materials ………………………………  $ 66 per unit


Direct labor ……………………………………     15 per unit


Variable overhead………………………….…     18 per unit


Fixed overhead(Purchasing, receiving, etc.)  27 per unit


Fixed overhead – depreciation …………..       55 per unit

National Corporation has offered to sell Mice Computer the monitors for $120 each. The facilities remain idle so fixed costs for depreciation cannot be eliminated if the units purchased. But other fixed costs (purchasing, receiving, etc.) can be eliminated.

Should Mice Computer make or buy the parts?

QUESTION 10
Ralph Company is considering replacing a machine that is presently used in the production of its product. The following data are available:





Old Machine
Replacement Machine

Original Cost

  $ 45,000
       $ 25,000


Useful life in years
          9

              4


Current age in years
          5

              0


Book value

  $ 15,000
              -


Disposal value (current)
  $ 10,000
              -


Disposal value in 4 years
          0

              0


Cash operating costs
    $ 9,000
        $ 5,000

What is the difference in cost between keeping the old machine and replacing it? What do you suggest to manager of Ralph Company, keep or replace?
QUESTION 11
Taurus Company produces a part that is used in the manufacture of one of its products. The costs associated with the production of 10,000 units of this part are as follows:

     Direct materials                          $20,000

     Direct labor                                  34,000

     Variable factory overhead             60,000

     Fixed factory overhead                 50,000

                                                     $164,000

     Of the fixed factory overhead costs, $7,000 are avoidable.

a. Assuming there is no alternative use for the facilities, should Taurus take advantage of an offer from a supplier who is willing to sell Taurus 10,000 units of the same part for $12.80 per unit?

b. Would your answer to Part A change if the facilities could be rented for $10,000 a year?

