
 

 

 



 

 

Problem 1 - Variable and Absorption Costing 

The following data are available for PT Kembang for the year ended December 31, 2020. 

Sales: 30.000 units @ $50 

Expected and Actual Production: 35.000 units 

Manufacturing Costs Incurred: Variable: $600.000 

Fixed : $357.000 

Non-manufacturing Costs Incurred: Variable: $129.800 

Fixed : $69.420 

Beginning Inventories : None 

Required: 

1. Determine operating income using the variable-costing approach 

2. Determine operating income using the absorption-costing approach 

3. Reconcile the difference in operating income between two approaches 

 

Problem 2 - Cost Volume Profits 

WacDonald’s restaurant sells Hot Dogs and Croquettes.  Below was the information for January 

2020: 

Hot Dogs: Selling price per piece : $1,6 

Variable cost per piece: $1,1 

Croquettes: Selling price per piece : $2,8 

Variable cost per piece: $1,3 

Total fixed costs: $12.000 

The sales mix was three pieces of Hot Dogs and one piece of Croquettes 

Required:  

1. How many pieces of Hot Dogs and Croquettes should be sold at the breakeven point? 

2. What was the operating income, assuming that total actual sales of 30.000 pieces? 

 

Problem 3 - Operating Budget 

Fracture Box™ manufactures iPhone Cases. Sales for August are expected to be 10.000 units of 

cases. The sales price of the iPhone Cases is targeted at $17 per unit. Fracture Box™ has 1.100 

units of beginning inventory of iPhone Cases. Producing one unit of iPhone case requires 25 grams 



 

 

of silicone, 10 grams of polycarbonate, and 20 cm2 of flanel. Beginning inventory of these raw 

materials includes 1700 grams of silicone, 700 grams of polycarbonate, and 800 cm2 of flanel. 

Current prices of these raw materials are $0,2 per gram of silicone, $0,5 per gram of polycarbonate, 

and $0,1 per cm2 of flanel. The target ending inventory of materials should be 150% of beginning 

inventory. Company also has set target ending inventory of iPhone Cases at 1.500 units. All 

purchases are paid for in the month required. 

Required: 

1. Determine the quantity of silicone, polycarbonate, and flanel to be purchased again during 

August 

2. Determine the cost of silicone, polycarbonate, and flanel to be purchased during August 

 

Problem 4 - Cash Budget 

The following is selected financial information of PT Boomer for August and September 2020. 

A. Cash balance on October 1 is $1.690 

B. Actual sales for August and September are as follows: 

 August September 

Cash Sales $17.000 $22.000 

Credit Sales $85.000 $96.000 

 

C. Credit sales are collected over a three-month period: 45% in the month of sale, 35% in the 

month following the sale, and 10% in the second month following the sale. The remaining 

sales are uncollectible. 

D. Inventory purchases average 75% of a month's total sales. Of those purchases, 30% are 

paid in the month of purchase. The remaining 70% are paid for in the following month 

E. Salaries and wages total $2.500 per month 

F. Rent is $2.600 per month 

G. Taxes to be paid in October are $6.900 

H. Mr. Jamal loves spending company cash to groom his cats, withdrawing $4.200 every 

month 

I. Advertising is $450 per month 

J. Other operating expenses total $900 per month 



 

 

Mr. Jamal tells you that he expects cash sales of $20.000 and credit sales of $55.000 for October. 

He likes to have $2.500 on hand at the end of each month. 

Required:  

Prepare a cash budget for October. Include supporting schedules for cash collections and cash 

payment 

 

Problem 5 – Direct-Cost Variances  

Triple A Corporation designs and manufactures microfiber sport shirts. It sells its shirts to brand-

name sports retailer in lots of one dozen. Triple A’s June 2019 static budget and actual results for 

direct inputs are as follows: 

Static Budget: 

Number of shirt lots (1 lot = 1 dozen):  500   

Selling Price: $200/lot 

Budgeted Inputs Per Lot of Jackets: 

Direct materials 16 yards at $5.50 per yard = $88.00 

Direct manufacturing labor 2.25 hours at $14.00 per hour = $31.50 

Actual Results: 

Number of shirt lots sold: 575  

Selling Price: $200/lot 

Total Actual Direct Inputs: 

Direct materials 9,500 yards at $5.75 per yard = $54,625 

Direct manufacturing labor 1250 hours at $13.50 = $16,875 

 

Triple A Corporation has recently used a new type of material in June. Triple A has a policy of 

analyzing all input variances when they add up to more than 3% of the total cost of materials and 

labor in the flexible budget, and this is true in June 2019. The production manager discusses the 

sources of the variances: “We purchased a new type of material in June. This led to faster cutting 

and sewing, however, workers used more material than usual as they made more errors when 

learning to work with it.” 

 

 



 

 

Required: 

1. On June 2019, Triple A budgeted for $15,000 of variable manufacturing overhead and $30,000 

of fixed manufacturing cost. Calculate the sales volume variance of Triple A’s operating income. 

2. Calculate the direct materials and direct manufacturing labor price and efficiency variance in 

June 2019. What is the total flexible-budget variance for each and both inputs (direct materials 

and direct manufacturing labor) combined?  

3. What percentage is the total flexible-budget variance of the total cost of direct materials and 

direct manufacturing labor in the flexible budget? 

4. Comment on the June 2019 results (price and efficiency variances for both inputs) and provide 

a possible explanation for them. Would you, as Triple A’s production manager, continue using 

the new material? 

 

Problem 6 – MOH Variances 

The Laffy Taffy Company creates chocolate bars for distribution to upscale grocery stores. The 

company has two direct-cost categories: direct materials and direct manufacturing labor. Variable 

manufacturing overhead is allocated to products on the basis of standard direct manufacturing 

labor-hours. Following is some budget data for the Laffy Taffy Company: 

 

Direct manufacturing labor use:  0.04 hours per chocolate bar 

Variable manufacturing overhead: $13.00 per direct manufacturing labor-hour 

 

The Laffy Taffy Company provides the following additional data for the year ended December 31, 

2019: 

Planned (budgeted) output:    2,000,000 chocolate bars 

Actual production:     1,600,000 chocolate bars 

Direct manufacturing labor:    58,800 hours 

Actual variable manufacturing overhead:  $793,800 

 

The Laffy Taffy Company also allocates fixed manufacturing overhead to products on the basis of 

standard direct manufacturing labor-hours. For 2017, fixed manufacturing overhead was budgeted 



 

 

at $2.50 per direct manufacturing labor-hour. Actual fixed manufacturing overhead incurred 

during the year was $195,000. 

Required: 

1. For how many direct manufacturing labor-hours is Laffy Taffy’s budgeting? 

2. Prepare a variance analysis of variable manufacturing overhead.  

3. Discuss the variances you have calculated and give possible explanations for them. 

4. Prepare a variance analysis of fixed manufacturing overhead cost.  

5. Is fixed overhead under-allocated or over-allocated? By what amount? 

6. Comment on your results. Discuss the variances and explain what may be driving them. 

 

Problem 7 – Sales Variance 

Dubble Inc. manufactures and sells two candies: Choco and Vanilla.  

Budgeted and actual results for 2019 are as follows: 

 

Product 

Budget for 2019 Actual for 2019 

Selling 

Price 

Variable 

Cost per 

Candy 

Candies 

Sold 

Selling 

Price 

Variable 

Cost per 

Candy 

Candies 

Sold 

Choco $5.00 $3.25 200,000 $6.00 $3.50 204,000 

Vanilla $4.00 $3.00 140,000 $4.50 $2.75 125,000 

Required: 

1. Compute the total sales-volume variance, the total sales-mix variance, and the total sales-

quantity variance. (Calculate all variances in terms of contribution margin.) Show results for 

each product in your computations. 

2. What inferences can you draw from the variances computed in question 1? 

 

Dubble Inc. prepared the budget for 2019 assuming a 17% market share based on total sales in 

England. The total candies market was estimated to reach sales of 2.0 million cartons in England. 

However, actual total sales volume in England was 2.35 million cartons. 

3. Calculate the market-share and market-size variances for Dubble Inc. in 2019 (Calculate all 

variances in terms of contribution margin.) and comment on the results. 


