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MID EXAM 
EVEN SEMESTER 2012/2013 

SUBJECT   :  MANAGEMENT ACCOUNTING (ACCT 12103) 

LECTURER  :  TEAM LECTURER 

TYPE   : CLOSED BOOK 

DATE   : APRIL 12,  2013 

                       DURATION  : 180 MINUTES 

 

No. 1 Cost-Volume-Profit Analysis (15 points) 

The following is the data of  AMZ Corporation for April 2013: 

Price per unit  $                95.00  

Variable costs per unit:   

  Direct materials  $                10.00  

  Direct labor  $                15.00  

  Variable OH  $                  7.00  

  Variable selling and marketing  $                  3.00  

Fixed costs:   

Fixed manufacturing costs  $      450,000.00  

Fixed general and administration 

costs  $      175,000.00  

Fixed marketing costs  $      275,000.00  

 

Required: 

1. Calculate break even in units and revenue for April 2013. (2 points) 

2. If AMZ is targeting to achieve operating income $1,500,000, how many units it must sell 

to achieve it? (3 points) 

3. Suppose that the company income tax is 25%. If AMZ is aimed to achieve net income 

$1,350,000 how much revenue (in $) it must earned to achieve it? (5 points) 

4. To increase sales, AMZ is planning to make an aggressive marketing campaign. To do 

so, the fixed marketing cost must be increased by 30%. AMZ is aimed to achieve targeted 

operating income $2,000,000. How much new price to increase assuming AMZ wants to 

achieve the same quantity sold as in requirement (2). (5 points) 

 

UNIVERSITAS OF INDONESIA 

FACULTY OF ECONOMICS – DEPARTMENT of ACCOUNTING 
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NO. 2.  Cash Budget (20 points) 

Sunrise’s is an independently owned mayor appliance and electronics discount chain with seven 

stores located in a Midwest metropolitan area. Rapid expansion has created the need for careful 

planning of cash requirement to ensure that the chain is able to replenish stock adequately and 

meet payment schedules to creditors. Tommy, founder of the chain, has established a banking 

relationship that provides a $200,000 line of credit to Sunrise’s. The bank requires that a 

minimum balance of $8,200 be kept in the chain’s checking account at the end of each month. 

When the balance goes below $8,200, the bank automatically extends the line of credit in 

multiples of $1,000 so that the checking account balance is at least $8,200 at month-end. 

Sunrise’s attempts to borrow as little as possible and repays the loans quickly in multiples of 

$1,000 plus 2 percent monthly interest on the entire loan balance. Interest payments and any 

principal payments are paid at the end of the month following the loan. The chain currently has 

no outstanding loans. 

The following cash receipts and disbursements data apply to the fourth quarter of the current 

calendar year. 

Estimated beginning cash balance  $          8,800  

Estimated Cash Sales:   

  October            14,000  

  November            29,000  

Sales on Account:   

  July (actual)          130,000  

  August (actual)          104,000  

  September (actual)          128,000  

  October (estimated)          135,000  

  November (estimated)          142,000  

 

Projected cash collection of sales on account is estimated to be 70% in the month following the 

sale, 20% in the second month following the sale, and 6% in the third month following the sale. 

The 4% beyond the third month following the sale is determined to be uncollectible. In addition, 

the chain is scheduled to receive $13,000 cash on a note receivable in October. 

All inventory purchases are made on account as the chain has excellent credit with all vendors 

because of a strong payment history. The following information regarding inventory purchases is 

available. 

Inventory Purchases 

    

September (actual)  $     120,000  

October (estimated)          100,000  

November (estimated)          128,000  
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Cash disbursement for inventory are made in the month following purchase using an average 

cash discount of 3 percent for timely payment. Monthly cash disbursements for operating 

expenses during October, November, and December are estimated to be $38,000, $41,000, and 

$46,000, respectively. (adopted from Mowen & Hansen 2011) 

Required: 

1. Prepare the Sunrise’s cash budget for the months of October and November (15 points) 

2. Suppose you are preparing a budgeted balance sheet as of October 31, please show the 

balance for the following account (5 points): 

a. Cash 

b. Account Receivable 

c. Accounts Payable 

 

 

No  3 .  Inventory Costing (10%) 

PT. Primatron manufactures and sell LED TV 32 inch. Below are data regarding company’s 

production on January and February 2013: 

 January February 

Unit Beginning Inventory 0 30 

Unit Produced 100 80 

Unit Sold 70 80 

   

Variable Manufacturing Cost 

per unit (Rp) 

900.000 900.000 

Variable Marketing Cost per 

unit sold (Rp) 

600.000 600.000 

Fixed Manufacturing Cost (Rp) 80.000.000 80.000.000 

Fixed Marketing Cost (Rp) 40.000.000 40.000.000 

 

Selling price of LED TV of 32 inch per unit is Rp 5.000.000. Fixed manufacturing cost 

computed with the assumption that production capacity is 100 units per month. Production 

volume variance will be closed to cost of goods sold account. 

Required: 

1. Compute operating income for January and February if PT. Primatron uses absorption 

costing? (4 points) 

2. Compute operating income for January and February if PT. Primatron uses Variable 

costing? (4 points) 

3. Can you explain the operating income difference? Show your computation. (2 points) 
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No. 4.  Varians Analysis (25 points) 

1. Following information are provided for Macy Inc. : 

 

Standard cost per unit:  

Direct material ………………………….. 2,5 pounds @ Rp. 33.000 / pound 

Direct labor …………………………….. 0,25 hour @ Rp. 280.000 / hour 

Variable overhead is applied on the bases of direct labor hours at Rp. 238.000 / 

direct-labor hour 

 

Production budget:  

Direct material ………………………….. Rp. 3.300.000.000 

Direct labor …………………………….. Rp. 2.800.000.000 

Manufacturing overhead ……………… Rp. 3.980.000.000 

 

Actual cost:  

Direct material purchased and used ……. Rp. 3.774.000.000 (102,000 pounds) 

Direct labor ……………………………. Rp. 2.800.000.000 (10,700 hours) 

Manufacturing overhead ……………… Rp. 4.080.000.000 (60% is variable) 

 

The company’s actual production and sales was 42.000 units, which is 20% of market share. 

Average selling price was Rp. 340.000. 

The company expected to get 25% market share. The expected market for this product is 

160,000 units. Its selling price is budgeted at Rp. 350.000. 

Required: 

(a) Prepare a complete variance report consisting of (20 points): 

i. Direct-material price & quantity variances 

ii. Direct-labor rate & efficiency variances  

iii. Variable-overhead spending & efficiency variances 

iv. Fixed-overhead spending & production volume variances 

v. Sales price variance  

vi. Sales volume variance  

vii. Sales quantity variance 

viii. Market share and market size variance  

ix. The flexible budget variance 

(b) Give your analysis and opinion regarding the performance of the management of Macy  

 Inc. (5 points) 
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No. 5.  Operational Budget (20 Points) 
 

Kitchen Appliance Company produces and sells two kitchen appliances : Mixers and 

Doughmakers. In Juli 2012, Kitchen’s budget department gathered the following data to meet 

budget requirements for 2013. 

 

2013 Projected Sales 

Product Units Price (in 000 Rp) 

Mixers  120.000 Rp. 150 

Doughmakers 80.000        500 

 

2013 Inventories (Units) 

Product Expected 1/1/13 Desired (31/12/13) 

Mixers  30.000 40.000 

Doughmakers 8.000 10.000 

 

To produce one unit of each product, the following major internal components are used (in 

addition to the plastic housing for products, which is subcontracted in a subsequent operation): 

 

Component Mixers Doughmakers 

Motor 1 1 

Beater 2 4 

Fuse 3 3 

 

Projected data for 2013 with respect to components are as follows: 

Component anticipated purchase 

price (in 000 Rp) 

expected inventory 

(1/1/13) 

Desired inventory 

(31/12/13) 

Motor Rp 50 4.000 7.200 

Beater        5 42.000 48.000 

Fuse       10 12.000 15.000 

 

Projected direct labor requirements for 2013 and rates are as follows: 

Product Hours per Unit Rates per Hour (in 000 Rp) 

Mixers  2 Rp 35 

Doughmakers 3       45 

 

Manufacturing overhead is applied at a rate of Rp 25.000 per direct labor  hour. 

Based on the above projections and budget requirements for 2013 for Mixers and Doughmakers, 

prepare the following budget for 2013: 

a. Revenue Budget (3 points) 

b. Production budget (3 points) 
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c. Direct material purchased budget ( in quantities and in dollars) (6 points) 

d. Direct manufacturing  labor budget (3 points) 

e. Budgeted finished goods inventory at December, 31, 2013. (5 points) 

 

 

No. 6.  Customer Profitability Analysis (10 Points) 

Bob's Movie Store encounters revenue-allocation decisions with its bundled product sales. Here, 

two or more of the movie videos are sold as a single package. Managers at Bob's are keenly 

interested in individual product-profitability figures. Information pertaining to its three bundled 

products and the stand-alone selling prices of its individual products is as follows:  

 

Type of 

Video 

Stand-Alone 

Selling Price, 
Cost  Package 

Packaged 

Price 

Comedy $15 $2.00  Comedy & Action $20 

Action $10 $1.50    

 

Required:  

Allocate the $25 packaged price of Comedy and Action, using: 

a. The stand-alone revenue-allocation method, with selling prices as the weights. (2 points) 

b. The incremental revenue-allocation method. Assuming Comedy is the primary product, 

followed by Action. (3 points) 

c.   The Shapley value method. Assuming equal unit sales between Comedy and Action. (3 

points) 

d.    Which method will you recommend? Explain. (2 points) 

 

 

 

 

 

-------- GOOD LUCK ---------- 
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Answer 

No. 1 Cost-Volume-Profit Analysis 

Data of AMZ Corporation for April 2013 : 

Price per unit   : $ 95 

Variable costs per unit   : $ 35 ( $ 10 + $ 15 + $ 7 + $ 3) 

Fixed costs    : $ 900,000 ( $ 450,000  + $ 175,000  +  $ 275,000 ) 

  

1. Break even in units and revenue for April 2013 ? 

Break even point (BEP) is that quantity of output sold at which total revenues equal total 

costs-that is, the quantity of output sold that results in $ 0 of operating income. 

 

 Formula :  Revenue - Variable Cost - Fixed cost = Operating Income 

 (Selling price  x Quantity of units sold) - (Variable cost per unit x Quantity of units sold) 

- Fixed costs = Operating income 

 

 Answer :  

 Break even in units : 

 Revenue - Variable Cost - Fixed cost = Operating Income 

       95Q - 35Q - $900,000 = 0 

                      60Q = $900,000 

               Q = 15.000 units 

 

  Break even revenue : 

  Revenue = Selling price  x Quantity of units sold 

  Revenue = $95 x 15.000 units 

  Revenue = $1,425,000 

 

2.    Revenue - Variable Cost - Fixed cost = Operating Income 

    95Q - 35Q - $900,000 = $ 1,500,000 

          60Q = $ 2,400,000 

              Q = 40.000 units 



Have something to ask? Go to http://spa-feui.com and comment at mojakoe post 

3.    Net income   = $ 1,350,000 (After tax 25 %) 

  Income taxes   = ( 
$ 1,350,000 

75
 X 25) 

    = $ 450,000  

 Operating income   = Net income + income tax 

    = $ 1,350,000 + $ 450,000 =  $1,800,000 

 Revenue - Variable Cost - Fixed cost = Operating Income 

  95Q - 35Q - $900,000 = $ 1,800,000 

         60Q = 2,700,000 

             Q = 45.000 units 

 

Revenue = Selling price  x Quantity of units sold 

 Revenue = $95 x 45.000 units 

 Revenue = $ 4,275,000 

 

4. New Data of AMZ Corporation for April 2013: 

Price per unit           : $ 95 

Variable costs per unit         : $ 35  

Fixed costs (Fixed marketing cost must be increased by 30%) : $ 982,500* 

*( $ 450,000  + $ 175,000  +  $ 275,000 x 130%) 

 

Q = 10.000 units (assuming AMZ wants to achieve the same quantity sold as in 

requirement (2)). 

Revenue - Variable Cost - Fixed cost = Operating Income 

40.000P – 40.000 x $ 35  - $ 982,500 = $ 2,000,000      

40.000P – $ 1.400.000 - $ 982,500   = $ 2,000,000      

           40.000P = $ 4,382,500 

             P = $ 109.56  
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NO. 2.  Cash Budget  

1. Sunrise’s cash budget for the months of October and November 

Sunrise Co. 

Cash Budget 

For the Month Ending October 31 and Nov 30, 20x1 

   October  November 

Beginning Cash Balance  $     8.800,00   $     8.600,00  

Cash collection 

 

  

  

 

  

From October/ November  Cash Sales  $   14.000,00   $   29.000,00  

From September/ October Sales  $   89.600,00   $   94.500,00  

From Agustus/ September Sales  $   20.800,00   $   25.600,00  

From July/ Agustus Sales  $     7.800,00   $     6.240,00  

Collection of Note Receivable   $   13.000,00    

Total Cash Receipt  $ 154.000,00   $ 163.940,00  
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Cash Disbursement 

 

  

For Supplier  $ 116.400,00   $   97.000,00  

Operating Expenses:  $   38.000,00   $   41.000,00  

Total Cash Disbursement  $ 154.400,00   $ 138.000,00  

Minimum Cash balance  $     8.200,00   $     8.200,00  

Total Cash Needed  $ 162.600,00   $ 146.200,00  

  

 

  

Cash Deficiency  $    (8.600,00)  $   17.740,00  

Borrowing/ Payment  $     9.000,00   $     9.360,00  

  

 

  

Ending Cash Balance  $     8.600,00   $   16.580,00  

 

2. Balance for the cash, account receivable, and account payable 

On Balance Sheet 31 October 

  Cash 

 

 $               8.600,00  

Account Receivable  $        169.120,00*  

 Accounts Payable 

 

 $             97.000,00  

 

*Account Receivable = ((6% x $104.000) + (20% x $128.000) + (6% x $ 128.000) + 

(70% x $ 135.000) + (20% x $ 135.000) + (6%x $135.000)) 
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No  3 .  Inventory Costing    

1. Absorption Costing 

  

    

  

    January February 

Revenues : Rp 5.000.000,- x 70 unit ; 80 unit    350.000.000   400.000.000 

Variable cost of goods sold :   
 

    

  Beginning inventory : Rp 1.700.000,- x 0 unit ; 30 unit 0 
 

51.000.000   

  Variable manufacturing costs : Rp 900.000,- x 100 unit ; 80 unit 90.000.000 
 

72.000.000   

  Alocated fixed manufacturing costs : Rp 800.000,- x100 unit ; 80 unit 80.000.000 

 

64.000.000   

  Cost of goods available for sale 170.000.000 

 

187.000.000   

  Deduct ending inventory : Rp 1.700.000,- x 30 unit ; 30 unit (51.000.000) 
 

(51.000.000)   

  Adjustment for production volume* 0 
 

16.000.000   

       Cost of goods sold   119.000.000   152.000.000 

Gross margin   231.000.000   248.000.000 

Variable marketing costs : Rp 600.000,- x 70 unit ; 80 unit   42.000.000   48.000.000 

Fixed marketing cost   40.000.000   40.000.000 

Operating income   149.000.000   160.000.000 

  

 

  
 

    

            

 

   * Adjustment for production volume :  

   January : 80.000.000 - (800.000 x 100 unit) = 0 

   February : 80.000.000 - (800.000 x 80 unit) = 16.000.0000 
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2. Variable Costing 

  

    

  

    January February 

Revenues : Rp 5.000.000,- x 70 unit ; 80 unit    350.000.000   400.000.000 

Variable cost of goods sold :         

  Beginning inventory : Rp 900.000,- x 0 unit ; 30 unit 0   27.000.000   

  Variable manufacturing costs : Rp 900.000,- x 100 unit ; 80 unit 90.000.000   72.000.000   

  Cost of goods available for sale 90.000.000   99.000.000   

  Deduct ending inventory : Rp 900.000,- x 30 unit ; 30 unit 

              

(27.000.000) 
  

              

(27.000.000) 
  

       Variable cost of goods sold   63.000.000   72.000.000 

Variable marketing costs : Rp 600.000,- x 70 unit ; 80 unit   42.000.000   48.000.000 

Contribution margin   245.000.000   280.000.000 

Fixed manufacturing cost   80.000.000   80.000.000 

Fixed marketing cost   40.000.000   40.000.000 

Operating income   125.000.000   160.000.000 

            

 

3.  

 

 

The difference between operating income under arbsorption costing and variable costing can 

be computed by this formula which focuses on fixed manufacturing costs in beginning 

inventory and ending inventory. 

    

- 

  

= 

Fixed manufacturing costs  

- 

Fixed manufacturing costs  

  Absorption costing Variable costing  in ending inventory  in beginning inventory  

  operating income operation income under absorption costing under absorption costing 

Jan Rp149.000.000  - Rp125.000.000  = Rp 800.000 x 30 units - Rp 800.000 x 0 units 

  
  

Rp24.000.000  = Rp24.000.000  

 

  

  
      

  

Feb Rp160.000.000  - Rp160.000.000  = Rp 800.000 x 30 units - Rp 800.000 x 30 units 

      Rp0  = Rp0      

  

 

 

  January February 

1. Absorption costing operating income  Rp149.000.000 Rp160.000.000 

2. Variable-costing operating income Rp125.000.000 Rp160.000.000 

3. Difference : (1) -(2) Rp24.000.000 Rp0 
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We could alternatively look at fixed manufacturing costs in units produced and units sold. 

    

- 

  

= 

Fixed manufacturing costs  

- 

Fixed manufacturing costs  

  Absorption costing Variable costing  inventoried in units produced in COGS 

  operating income operation income under absorption costing under absorption costing 

January Rp149.000.000  - Rp125.000.000  = Rp 800.000 x 100 units - Rp 800.000 x 70 units 

  

  

Rp24.000.000  = Rp24.000.000  

 

  

  

      

  

February Rp160.000.000  - Rp160.000.000  = Rp 800.000 x 80 units - Rp 800.000 x 80 units 

      Rp0  = Rp0      

 

No. 4.  Varians Analysis 

a. A complete variance report consisting of : 

i. Direct-material price & quantity variances 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(Actual input quantity x Actual 

Price ) 

102.000 pounds x Rp 37.000,- 

/pound 

= Rp 3.774.000.000,- 

 

 

 

Actual input quantity x Budgeted 

Price) 

102.000 pounds x Rp 33.000,- 

/pound 

= Rp 3.366.000.000,- 

 

 

 

 (Budgeted input quantity for actual 

output x Budgeted Price) 

42.000 units x 2,5 pounds x Rp 

33.000,-/pound 

= Rp 3.465.000.000,- 

 

 

Direct Material Price 

Variance 

Rp 408.000.000,- (U) 

Direct Material Efficiency 

Variance 

Rp 99.000.0000,- (F) 

Flexible Budget 

Variance 

Rp 309.000.000,- (U) 
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ii. Direct-labor rate & efficiency variances    

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

iii. Variable-overhead spending & efficiency variances 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 (Actual input quantity x Actual 

Price ) 

10.700 hours x Rp 

261.682,243/hour  

= Rp 2.800.000.000,- 

 

 

 

 (Actual input quantity x Budgeted 

Price) 

10.700 hours x Rp 280.000,-/hour 

= Rp 2.996.000.000,- 

 

 

 

 (Budgeted input quantity for actual 

output x Budgeted Price) 

42.000 units x 0.25 hour x Rp 

280.000,-/hour 

= Rp 2.940.000.000,- 

 

 

Direct Labor Price 

Variance 

Rp 196.000.000,- (F) 

Direct Labor Efficiency 

Variance 

Rp 56.000.0000,- (U) 

Flexible Budget 

Variance 

Rp 140.000.000,- (F) 

(Actual input quantity x Actual 

Price ) 

60% x Rp 4.080.000.000,- 

= Rp 2.448.000.000,- 

 

 

 

(Actual input quantity x Budgeted 

Price) 

 10.700 hours x Rp 238.000,- 

= Rp 2.546.600.000,- 

 

 

 

(Budgeted input quantity for actual 

output x Budgeted Price) 

42.000 units x 0.25 hour x Rp 

238.000,- 

= Rp 2.499.000.000,- 

 

 

Price/Rate Variance 

Rp98.600.000,- (F) 

Efficiency/ Quantity Variance 

Rp 47.600.0000,- (U) 

Flexible Budget 

Variance 

Rp 51.000.000,- (F) 
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iv. Fixed-overhead spending & production volume variances 

 

 

 

 

 

                                               

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 
*VOH Production budget = 25% x 160.000 units x  0.25 hour x Rp 238.000,- = Rp 2.380.000.000,- ; 

 maka FOH = Rp 1.600.000.000,- ( Rp 3.980.000.000 - Rp 2. 380.000.000) 

 

v. Sales price variance 

      Sales price variance = (Actual Price – Budgeted Price) x Actual Quantity 

Sales price variance = (Rp 340.000 – Rp 350.000) x 42.000 units 

Sales price variance = Rp 420.000.000 (U) 

 

 

vi. Sales volume variance  

Sales volume variance = (Actual quantity – Budgeted quantity) x Budgeted 

contribution margin 

Sales volume variance = (42.000 – 40.000) x Rp 138.000* = Rp 276.000.000,- (F) 

 

Actual Cost 

Incurred  

 (100-60)% x Rp 

4.080.000.000,- 

= Rp 1.632.000.000,- 

 

 

 

Budgeted Cost 

Incurred 

Q = 42.000 units 

Rp 1.600.000.000,- 

 

 

 

 

 

Flexible Budget 

Q = 25 % x 160.000 

units = 40.000 units 

Rp 1.600.000.000,-* 

 

                              

Flexible Budget 

Variance 

Rp 32.000.000,- (U)  

 

Allocated Fix 

Overhead 

0.25 x 42.000 units x 

160.000 

Rp 1.680.000.000,- 

 

Never a variance Production-volume variance 

Rp 80.000.000,- (F) 

FOH Spending 

variance 

Rp 32.000.000,- 

(U)  
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*Budgeted contribution margin = Rp 350.000 – (2.5 x Rp 33.000) – (0.25 x 

280.000) – (0.25 x Rp 238.000) = Rp 138.000,- 

 

 

vii. Sales quantity variance   

Sales quantity variance = sales volume variance as the company only 

produced and sold one type of product 

 

viii. Market share and market size variance 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

*Actual Market Size = 42.000/20% = 210.000 

 

 

ix. The flexible budget variance  

The flexible budget variance consist of Selling price variance, DM variance, 

DML Variance, MOH Variance.   

Flexible budget variance = (Rp 309.000.000,- ) + Rp 140.000.000,-  + Rp 

51.000.000,- + (Rp 32.000.000,- ) + ( Rp 420.000.000,-) = 570.000.000 (U) 

Actual Market Size x Actual 
Market Share x Budgeted CM 

/unit 

= 210.000 x 20% x Rp 138.000,- 

= 5.796.000.000 

 

 

Actual Market Size x Budgeted 
Market Share x Budgeted CM 

/unit 

= 210.000 x 25% x Rp 138.000,- 

= 7.245.000.000 

 

 

Budgeted Market Size x Budgeted 
Market Share x Budgeted CM 

/unit 

= 160.000 x 25 % x Rp 138.000,- 

= 5.520.000.000 

 

Market share variance 

1.449.000.000 (U) 

Market size variance 

1.725.000.000 (F) 

Sales volume 

variance 

276.000.000 (F) 
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b. Analysis and opinion regarding the performance of Macy Inc 

Macy Inc planned to produce 40.000 units, but actually produced 42.000 units.  The 

favorable production-volume variance represents efficient use of setup capacity.  But, 

the problem is Macy inc have earned lower operating income by selling 42.000 units 

at a lower price than 40.000 units at a higher price.  So, Macy’s manager should 

interpret the production volume variance cautiously because it does not consider 

effects on selling prices and operating income.   

 

No. 5.  Operational Budget 

a. Revenue Budget  

Kitchen Appliance Company 

Revenue Budget 

For the Year Ending December 31, 2013 

  

  

  

  Units Selling Price Total Revenues 

Mixers 120.000 Rp150.000,00 Rp18.000.000.000,00 

Doughmakers 80.000 Rp500.000,00 Rp40.000.000.000,00 

Total     Rp58.000.000.000,00 

 

b. Production budget  

Kitchen Appliance Company 

Production Budget (in units) 

For the Year Ending December 31, 2013 

  Product 

  Mixers Doughmakers 

Budgeted unit sales 120.000 80.000 

Add targeting ending finished goods inventory 40.000 10.000 

Total required units 160.000 90.000 

Deduct beginning inventory (30.000) (8.000) 

Units of finished goods to be produced 130.000 82.000 
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c. Direct material purchased budget ( in quantities and in dollars)  

Kitchen Appliance Company 

Direct Material Usage Budget in Quantity and Dollars 

For the Year Ending December 31, 2013 

  

   

  

  Material   

  Motor Beater Fuse Total 

Physical Units Budget  

   

  

Direct materials required for  Mixers 130.000 260.000 390.000   

(130.000 units x 1 motor, 2 beaters, and 3 fuses) 

   

  

Direct materials required for  Doughmakers 82.000 328.000 246.000   

(82.000 units x 1 motor, 4 beaters, and 3 fuses) 

   

  

Total quantity of direct materials to be used 212.000 588.000 636.000   

  

   

  

Cost Budget 

   

  

Available from beginning direct materials inventory 

   

  

     (under a FIFO cost-flow assumption) 

   

  

     Motor : 4.000 units x Rp 50.000,- Rp200.000.000,00 

  

  

     Beater : 42.000 units x Rp 5.000,- 

 

Rp210.000.000,00 

 

  

     Fuse : 12.000 units x Rp 10.000,- 

  

Rp120.000.000,00   

To be purchased for this period 

   

  

     Motor : (212.000-4.000 units) x Rp 50.000,- Rp10.400.000.000,00 

  

  

     Beater : (588.000 - 42.000) x Rp 5.000,- 

 

Rp2.730.000.000,00 

 

  

     Fuse : (636.000 - 12.000) x Rp 10.000,-     Rp6.240.000.000,00   

Direct materials to be used this period Rp10.600.000.000,00 Rp2.940.000.000,00 Rp6.360.000.000,00 Rp19.900.000.000,00 

 

 

Kitchen Appliance Company 

Direct Material Purchase Budget 

For the Year Ending December 31, 2013 

  

   

  

  Material   

  Motor Beater Fuse Total 

Physical budget         

To be used in production 212.000 588.000 636.000   

Add target ending direct material 

inventory 7.200 48.000 15.000   

Total requirements 219.200 636.000 651.000   

Deduct beginnning inventory 4.000 42.000 12.000   

Purchase to be made 215.200 594.000 639.000   
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Cost budget         

Motor : 215.200 units x Rp 50.000,- 10.760.000.000       

Beater : 594.000 x Rp 5.000,-   2.970.000.000     

Fuse : 639.000 x Rp 10.000,-     6.390.000.000   

Purchases 10.760.000.000 2.970.000.000 6.390.000.000 20.120.000.000 

 

d. Direct manufacturing  labor budget 

Kitchen Appliance Company 

Direct Manufacturing Labor Budget 

For the Year Ending December 31, 2013 

  

    

  

  

Output Units 

Produced DLH/unit 

Total 

hours 

Hourly Wage 

Rate Total 

Mixers 130.000 2 260.000 Rp35.000,00 Rp9.100.000.000,00 

Doughmakers 82.000 3 246.000 Rp45.000,00 Rp11.070.000.000,00 

Total     506.000   Rp20.170.000.000,00 

 

e. Budgeted finished goods inventory at December, 31, 2013.  

Kitchen Appliance Company 

Budgeted Finished Goods Inventory 

For the Year Ended December 31, 2013 

  Quantity Cost/Unit Total 

Mixers 40.000 Rp210.000,00 Rp8.400.000.000,00 

Doughmakers 10.000 Rp310.000,00 Rp3.100.000.000,00 

Total   Rp 11.500.000.000,00 

 

 

No. 6.  Customer Profitability Analysis 

A. The stand-alone revenue-allocation method, with selling prices as the weights 

- Comedy  = 
$ 15

$ 25
  x 20 = $ 12 

- Action     =  
$ 10

$ 25
 x 20 = $ 8 
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B. The incremental revenue-allocation method. Assuming Comedy is the primary 

product, followed by Action.  

 

Product Revenue Allocated 
Cumulative Revenue 

Allocated 

Comedy $15 $ 15 

Action $5     $ 20 

Total Revenue Allocated $20 
  

 

C.  The Shapley value method. Assuming equal unit sales between Comedy and Action. 

 First step – Primary product : Comedy  

Product Revenue Allocated 
Cumulative Revenue 

Allocated 

Comedy $15 $ 15 

Action $5     $ 20 

Total Revenue Allocated $20 
  

   

Second step – Primary product : Action 

Product Revenue Allocated 
Cumulative Revenue 

Allocated 

Action $10 $ 10 

Comedy $10 $ 20 

Total Revenue Allocated $20 

  

Third step – If bob’s movie store sells equal quantities of Action videos and movie 

videos, then the shapley value method allocates to each product the average of the 

revenues allocated as the primary and first incrimental products: 

 

Action ($5+$10) : 2 = $ 7.5 

Comedy ($15+ $ 10) : 2 = $ 12.5 

Total 

 

$ 20 
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D. Which method will you recommend?  

The stand-alone revenue-allocation method allocates bundled revenues 

using product-specific information on the bundle of products as the weights to 

allocate the bundled revenues to the individual products. This method creates the 

least dispute among managers. The incremental revenue-allocation method 

ranks the individual products in the bundled product according to criteria 

determined by management. This ranking is then used to allocate the bundled 

revenues to individual products. One problem is how to determine the ranking. 

Individual product managers want to ranked first so that as much of the revenue as 

possible is allocated to their product. This can result in disputes between 

managers. Shapley method has similar character with incremental but giving 

more focus on weight of each quantity sales.  Therefore, it's better to use stand 

alone method. 

 


