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On December 31, 2007, Travis Tritt Inc. has a machine with a book value of $940,000. The original

cost and related accumulated depreciation at this date are as follows,

Machine $1,300,000
Accumulated depreciation 360,000
Book value _$940,000

Depreciation is computed at $60,000 per year on a straight-line basis.

Instructions

Presented below is a set of independent situations. For each independent situation, indicate the journal

entry to be made to record the transaction. Make sure that depreciation entries are made to update the

book value of the machine prior to its disposal.

(a) A fire completely destroys the machine on August 31, 2008. An insurance settlement of $430,000
was received for this casualty. Assume the settlement was received immediately. (10 44

(b) On July 31, 2008, the company donated this machine to the Mountain King City Council. The fair
market value of the machine at the time of the donation was estimated to be $1,100,000. (10 4)
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Prepare journal entries for Lott Co. for:
(a) Accounts receivable in the amount of $500,000 were assigned to Vance Finance Co. by Lott as

security for a loan of $425,000. Vance charged a 3% commission on the accounts; the interest rate

on the note is 12%. 4 )
(b} During the first month, Lott collected $200,000 on assigned accounts after deducting $450 of
discounts. Lott wrote off a $530 assigned account. (4 %)

(¢) Lott paid to Vance the amount collected plus one month's interest on the note. 4 m)
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— -~ AA Company produces a toy in a two-stage * molding and finishing operation. The company uses the

weighted-average method of process costing. During June, the following data were recorded for the second depariment
of Finishing Department;

Units of beginning inventory 800
Percentage completion of beginning units 65%
Units Transferred-in during current period 5,800
Units completed 4,400
Units in ending inventory 1,000
Percentage completion of ending units 85%
Toctal costs added during current period:
Ditsct materials $86,400
Conversion costs 61,374
Work in process, beginning:
Transferred-in costs 15,600
Direct materials 0
Conversion costs 5,616
Cost of units transferred in during curren! period 116,400

Conversion costs are added evenly during the process. Direct materiai costs are added when production is 80%
complete. The inspection point is at the70% stage of production. Normal spoilage is 10% of all good units that pass
Inspection. Spoiled units are disposed of at zero net disposal value.

Require: (1) Assign these cosis to units completed and transferred out (2) to abnormal spoilage (3) to units

1n ending work in process. (18%) s . T A 3 AR i
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= - BB Inc. used the standard costing system. The following information pertain to 2007 of BB.

January February

Unit data
Beginning inventory 0 100
Production 800 1,300
Sales 700 1,000
Variable costs

Manufacturing cost per unit produced 80 80

Operating cost per unit 330 $30

Fixed cost
Manufacturing costs $40,000 £40,000
Operating costs $14,000 . 314,000

The selling price per unit is $300. The budgeted level of production used to calculate the budgeted fixed
manufacturing cost per unit is 1,000 units. There are no price, efficiency, or spending variances. Any
production-volume variance ig written off to cost of goods sold in the month in which it occurs.

Required: Prepare income statements for BB in January and February of 2007 under (a) variable costing (b)
absorption costing. (12%).

W +Logan Company manufactures one main producl and two by-produets, A and 3.

For April. the following data are available:

Main By-Product
Product A B3 Total
Sales.. .o $75000 % 6,000 § 3,500 §84,500
Manufacturing cost after separation...  $ 11,500 § 1.100 § 900 §$13,500
Marketing and administrative expenses. .. 0,000 - 750 550 7,300
Manufacturing cost before split-off.... ... 37,500

Profit allowed for A and B 15 15% and 1294, respectively.
Required:
Calculate manufacturing cost before separation for by-products A and B, using the

market value { reversal cost) method. (109%3)
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11 ~ Puray Corporation manufactures a product with the following standard costs:

Direct materials —20yards at $ 1.35pervard ...........cooooociiiin i, $27
Direct labor—4dhoursat $9perhour ... 36
Factory overhead — 4 direct labor hours at § 7.50 per hour;

ratio of variable to fixed faclory overhead is 2:1 ...........oooiviiiiinnn, 30
Total standard cost per unitofoulput ... $93

Standards are bascd on normal monthly capacity of 2,400 direct labor hours. The

following information pertains to July:

Units produeed inJuly.........ooo 500

Direct materials purchased — 18,000 yards at § 1.38 per yard... .... $ 24,840

Direct materials used — 9,500 yards

Direct labor— 2,100 hours at $9.15 per hour.............o. coieiiiiinn. 19,215

Actual factory overhiead ... 16,650
Required:

(1) Compute the vaniable factory overhead rate per direct Jabor hour and the total
fixed factory overhead based on normal monthly capacity. (10%5)
(2) Compute the [ollowing variances and indicate whether they are favorable or
unfavorable:
(a) Materials purchase price and quantity variances ( 1095 )
(b) Laborrate and éfﬁciénéj var-ianc‘esm(l-()_%-)__ S
{¢) Factory overhead controllable and volume variances (109 )
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