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L. Simcn compary tarkers two prodocis with the follewing wnit sciling prices and
variable Gosts:

_ Froduce & Broduce &
Leiiing price $2.00 ad.00
Varialle costs £1.H $1.60

i3n ¢he asscmption that the twa nmducls would previds equeal amoonts of s2ics revamne,
Che cand red Ler prepaced & o030 -vol ume ?mei Larabysis and budpeted g profid of S140,400
on sales of FROD.0M for L year 19660 At the end of 18T, the following Income Sy

reparied:
ales reveous:
Pradnct A 4B, 000
Froduce B F320,000 8500, 00
Weriallc costs 5410, 000
3350,000
Fonvariebie costs i L
Mol incoms . 130,400 )

The prEs wdent o% 1he coTpzny iF planniap an uwestmat:n—n ol £os1% Gecauss, in the
residenl s words, T1F the pyefats wenl down, obviously the cosis must huve gone op.
Eu:pncd What would be wour reply 1o ke pre-:l-i:nt‘? Eolling prices did not change

durimg L99F. (105

1. Lisa ManuEazioring prodoces a plastic Loy in A two-siane sanuiaclering operation.
The company nses a weighied- average procsss-vosting sysiem.  During Lhe saneh af ime,
the following data were secorded fod 1ha Finizhiag Depariment:

Unics of Deploning inveillery(23% conversion) 141,030
Cozt of direct materiels in bogiceing work in process.
Units staried 0, 000
reits completed 5000
Onils in eading enveatody{93% cenversion} 0,000
Moemal spoilage onits 7,000
Costs added during carvent petriod
Direct smlerials S655,200
Digecl tabor 3 &0
Crverlinad BOLG, GO
Work i process, oepinning
Convarsion cqsts F42,000
Tyansferred-in coses BRZ. 000

o5l @b onics Lransierred 1o during currénl period s T I

Canvzrsion cogls are incuzred evenly throvghont the process.  Diree: materials cosls
arc tncurred when prodwction i3 D% -:-:mull:tl: [rRspectton groors when preduction is
A% complere. Spodled anits are disposed of a1 zero not disposal price,
Beguired:

(11 Cozpute thr pormal spoilape.

(21 Compuce dhe wouk in process{endine imveniory).

(3 Compnte the oval cost dransforred to dhe finished goads. (154
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3. The full':r#in.: ore the G Qogmay's wnil cosls of mAanefEcTwriag ared mErkeling 3 heph-style pen
2% 3 lovel of 200000 wii L2 per minth;
YanuEacruring 0sts
Migesn materials 51,
Direct labor
¥ariable oeprleed
Firmed overhezd
Markeaipg 20515
¥arizble 1
Fxpd o,

=~ eao-2
2% 23R

Required:
The: fa2lariag 29 1eal ions cefer cnby o ths praceding data; theoe §5 noconnection belecen The siLaal fons,
Hiless s1aved otheraise, agswme £ regular selling price of %5 per wnit.
thupss 1he boat aeshcr ta exch of the [ive questions.  Bappert each ansaer wille suressrized
coapulatianz .
(1) The per iz usualby prodused and sold at the eale of 240,000 vnils pep yeartan averags of
0,000 pet wocth). Toe selling price is 33 por i1, eqich vislds to1a! annes) sales of
EL 440,600, Toetal eosts arc 2], 414,500, and goécaling incene i 534,000, or 50,10 per unit.
Markel reseprch esdinetes thal wnit 221es conlt be increased by LO% if priess were eul Lo
3.8 Mscuning che inplisd cag) -a#hawiar partorns lo be corceer, Lhis acludn, 0 Caken,
wiw]d
(4] Decrease operating dnceme by a ped of $7,200,
(h) Docreaze co=galing incone by 2020 pec upar
{$45.0007% bat increasc opcracisg income by 10E af
siigs (344,000 Tor a ool Tocrease of 354,000,
§ch Deorense unit Tived costs hy 106, oo 50014, per
unit, amd thus decrease gperabing incoms by
Fb O 80 20-40 143 peromil,
£d) Ineceases unil sales 1o 254 00 wiiis, wdujch an
Ik* 35,30 pricc mould pive |stal sales of
Bl,33L, 2000 ens1s of 35,90 per wnit Tor 264,800
uics etwld he $1, 557,600, End a4 loas of 106,400
wald sesall.
fe} MNoee of hese.

23 L o0s 0 Cetract with 1he peveriren far 2,000 wnits aF the pens ealls for the sofmhuiyemest
aF 211 managactarite cosis plus a Fixed fee ol 31,000, Mo variah|e mckeling cosls mTe
Lncecred om che powernnenl contersl. Yoo ace secaited to corpace che (ollovice an
alternalives;:

Isles Bach maplp in Allccnalive & aliesnavive @
Kzpular customers 15,000 uming 15,000 unirs

Faverrament 0 urils 5000 unirs

Crersving income uncer altzenative B iz greater Laan
thal unier glaermpdive A by (2352, 000, (BT, 500,
Ce153,500, (61 3300, (23 M ol 1hose,

03} The ctemany wents to eater o forcignwarke) inshich price conpotition is keen.  The company
Seiid 4 dnes|ing-only epecigl ooder far BOLO00 @nils on & sipdsus-unltsprice Basis. 11
expeis thal shipping cotcs Tor 1his prder @i |1 amount to cndy %0075 per unit, but the Mxed
eesbe of oblainiog ehe canfract will Do 54.000. T compary focucs no variable sarket i
eosrs other Lhan shipping cosls. Dovcstic busipess witl be waffecwed. The salli img nries

1o hrcak even 35 ca)F3 50, db%AL 15, cedfd 25, Cd0EEOB0. (01550

(%) The corpany hns an fovencocy o L0000 i ts of pens 1har cusc e sold jomedi atedy a1 Teduced
prices. Ctherwiae, the inwanery eill oo werthless. Mo tnit cost thad i5 relevsss for
tslgb]ishine the rdesun #£11ing prics is  (ad%. 30, (BM4.00, (18500, rdis o0,
(els], 50,

£ ApuopeEal is rdceived Foanon gt sice supplier whe will maks and ship 1hese bigh-sivle pens
diretlly 16 the ek Qorpany’s cuiteners 45 seles ordecs arg forwarged Trom Qenr's 2ales
slaff. Geet's Tiged qarkelice cosls widl be coalfoored, but it variabis mackeriap €ozLs
vilt a2 jlashed by Z0F, Tenk's pdanl @1l ke adle, b ivs Fised oenufaciuring overhead
will continne al 30% of prosent fevels.  How ench p2c cqil would 1he conpany be abls 1o pay
the supplicr willoul dececasine cpecal iy inogne?
(a5 T, cond3 98, (ed%n- B8, (045,05, (& )Hene ol these.
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