[image: ]


[image: ]
[image: ]

[bookmark: _GoBack][image: ]
image1.png
M6-10. Activities and Cost Drivers
For each of the following activities, select the most appropriate cost driver. Each cost driver may
be used only once.
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Activity
Pay vendors
Evaluate vendors
Inspect raw materials
Plan for purchases of raw materials
Packaging
Supervision
Employee training
Clean tables
Machine maintenance

. Move in-process product from one work
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Cost Driver

Number of different kinds of raw materials
Number of classes offered

Number of tables

Number of employees

Number of operating hours

Number of units of raw materials received
Number of moves

Number of vendors

Number of checks issued

Number of customer orders station to the next





image2.png
CCONOIICS COULSCS.

M6-13. Stage 1 ABC for a Machine Shop: Assigning Costs to Activities LO2

As the chief engineer of a small fabrication shop, Brenda Tolliver refers to herself as a “jack-of-all-
trades.” When an order for a new product comes in, Brenda must do the following:

1. Design the product to meet customer requirements.
2. Prepare a bill of materials (a list of materials required to produce the product).
3. Prepare an operations list (a sequential list of the steps involved in manufacturing the product).

Each time the foundry manufactures a batch of the product, Brenda must perform these activities:
1. Schedule the job.

2. Supervise the setup of machines that will work on the job.
3. Inspect the first unit produced to verify that it meets specifications.

Brenda supervises the production employees who perform the actual work on individual units of
product. She is also responsible for employee training, ensuring that production facilities are in
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proper operating condition, and attending professional meetings. Brenda’s estimates (in percent)
of time spent on each of these activities last year are as follows:

Designing product. . ... ...t 14%
Preparing billsof materials. ....... ... . 5
Preparing operations lists. . . .. ... .. .t e 12
Scheduling Jobs. . ... e 15
SUPEIVISING SETUPS . - ¢ ot ittt e e e 5
Inspecting firstunits . ... ... s 2
Supervising ProduCtioN. . . ... ...t e 20
Training @MPIOYEES . . . . .ottt e e 17
Maintaining facility . ... ... .. e 6
Attending professionalmeetings . ....... ... e 4

100%

Required

Assuming Brenda Tolliver’s salary is $134.,000 per year, determine the dollar amount of her salary
assigned to unit-, batch-, product-, and facility-level activities. (You may need to review Chapter 2
before answering this question.)
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M6-16. Two-Stage ABC for Manufacturing Lo2
Detroit Foundry, a large manufacturer of heavy equipment components, has determined the follow- (V)
ing activity cost pools and cost driver levels for the year:

Activity Cost Pool Activity Cost Activity Cost Driver
Machinesetup. ... $660,000 12,000 setup hours
Materialhandling. .. ... i 100,000 2,000 tons of materials
Machineoperation............ ... it 450,000 10,000 machine hours

The following data are for the production of single batches of two products, C23 Cams and U2
Shafts during the month of August:

C23 Cams U2 Shafts

Unitsproduced .. ...... ..o e 500 300
Machine hours. . ... ... i e e e 4 5
Directlaborhours .. ... ... . e 200 400
Directlabor cost . ... ...ttt e $5,000 $10,000
Directmaterials Cost. . ... ..vi ittt et et $30,000 $20,000
Tonsof materials. .. ...t e e e 125 8
SetUp hoUrS . ..o 3 7
Required

Determine the unit costs of C23 Cams and U2 Shafts using ABC.




