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Question 2 
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Question 3 
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Question 4 
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Question 6 
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Required:
Carry out the first-stage allocations of costs to activity cost pools.

Driver and guard wages
Vehi

le operating expense
Vehicle depreciation

Customer representative salaries and expenses
Office expenses

Administrative expenses
Total cost
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Cancico Communications has supplied the following data for us
Overhead Costs

Wages and salaries $307,500

Other overhead costs 168,000

Total overhead costs $475,500

Activity Cost Pool Activity Measure Total Activity
Direct labour support - Number of direct labour-hours 12,585 DLHs
Order processing  Number of orders 600 orders

Customer support

Number of customers

180 customers

ABC system:

Other ‘These costs are not allocated
to products or customers NA
Distribution of Resource Consumption
‘across Activity Cost Pools
Direct
Labour Order  Customer
Support  Processing  Support  Other  Total
Wages and salaries 15% 40% 35% 0% 100%
Other overhead costs 10% 25% 25% 0% 100%
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During the year, Cancico Communications completed an order for special telephone equipment for a
new customer, HumTel. This customer did not order any other products during the year. Data concerning
that order follow:

Selling price 5215 per unit
Units ordered 205 units
Direct materials $192 per unit
Direct labour-hours 0.6 DLH per unit
Direct labour rate: $ 29 per DLH
Required:

1. Prepare a report showing the first-stage allocations of overhead costs to the activity cost pools.

Wages and salaries

Other overhead costs

Total cost
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2. Compute the activiy rates for the activity cost pools. (Round your answers to 2 decimal places.)

Direct labour support
Order processing
Customer support

per DLH
per order
per customer

3. Prepare a report showing the overhead costs for the order from HurnTel, including customer support
costs. (Round your answers to 2 decimal places.)

Direct labour support
Order processing
Customer support
Total

per DLH

per order

per customer

DLHs
orders
customer
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4. Prepare a report showing the customer margin for HumTel. (Round your answers to 2 decimal
places.)

irect labour

labour support
overhead

Order proces

ing overhead
Customer support overhead

Customer margin
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‘The operations vice-president of the Regal Bank of Canada, Kristin W, has been interested in investigating
the efficiency of the bank's operations. She has been particularly concemed about the costs of handiing
routine transactions at the bank and would like to compare these costs at the bank's various branches. If
the branches with the most efficient operations can be identified, their methods can be studied and then
replicated elsewhere. While the bank maintains meticulous records of wages and other costs, there has
been no attempt thus far to show how those costs are related to the various services provided by the bank.
W has asked for your help in conducting an ABC study of bank operations. In particular, she would like to
know the cost of opening an account, the cost of processing deposits and withdrawals, and the cost of
processing other customer transactions.

‘The Windsor branch of the Regal Bank of Canada submitted the following cost data for last year:

Teller wages $188,000
Assistant branch manager salary 89,000
Branch manager salary 113,500
Total $390,500

Virtually allof the other costs of the branch—rent, depreciation, utlies, and so on—are organization-
sustaining costs that cannot be meaningfully assigned to individual customer transactions, such as
depositing cheques.

In addition to the cost data above, the employees of the Windsor branch have been interviewed
‘concerning how their time was distributed last year across the activities included in the ABC study. The
results of those interviews appear below:
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Distribution of Resource Consumption across Actvities

Processing _ Processing
Opening  Deposits and Other Customer ~_ Other

Accounts  Withdrawals  Transactions  Activities  Totals
Teller wages 0%

65% 20% 5%  100%
Assistant branch manager salary 15% 20% 30% 3%  100%
Branch manager salary 0% 0% 15% 8%  100%

Required:

Prepare the first-stage allocation for Wu.

Teller wages

Assistant branch manager salary

Branch manager salary

Total cost
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Required:

1. Compute the activity rate for each activity cost pool.

Machine setups
‘Special processing
General factory

2. Determine the unit cost of each product according to the ABC system, including di
direct labour. (Round your intermediate calculations and final answers to 2 de

per setup
per MH
per DLH

materials and
al places.)

Unit cost
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High-Calibre Products Corporation makes two products: fitanium rims and posts. Data regarding the two
products follow:

DirectLabour- _ Annual
Hours per Unit  Production

Rims 040 28,000 units

Posts 020 120,000 units

‘Additional information about the company follows:

a.Rims require $14 in direct materials per unit, and posts require 7.

b. The direct labour wage rate is $12 per hour.

c. Rims are more complex to manufacture than posts, and they require special equipment.
d.The ABC system has the following actvity cost pools:

Estimated

Activity Overhead
Activity Cost Pool Measure Cost  Rims  Posts  Total
Machine setups Number of setups $33280 140 120 260
Special processing  Machine-hours $296,800 5,600 0 580

General factory Directlabourhours ~ $704,000 11,200 24000 35200
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2. The company is considering replacing its traditional costing system for determining unt product costs for
external reports with an ABC system. The ABC system would have the following three activity cost
pools:

Expected Activity
Estimated ————————————————————
Activities and Activity Measures Overhead Cost Commercial Residential  Total
Supporting direct labour (direct labour-hours) ~ $720,000 9,600 50400 60,000
Drawing software modifications (changes) 72,000 240 60 300
Qualiy review and technical checks (tests) 12,000 192 e 240
Total service department overhead cost $804,000

Determine the unit costs (cost per square metre of architectural drawings) of the Commercial and
Residential lines of business under the ABC system. (Round your answers to 2 decimal places.)
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Data concerning Cranur Architects Corporation’s two major business lines are given below:

Commercial Residential
irect materials per square metre s 700 § 490
irect labour per square metre s 45 § 0715
Direct labour-hours per square metre 02DLHs 0.45 DLHs
Estimated annual output 48,000 m? 336,000 m?

‘The company has a traditional costing system in which architecture department overhead is applied to units
(square metres of architectural drawings) based on direct labour-hours. Data concerning architecture
department overhead and direct labour-hours for the upcoming year appear below:

Estimated total architecture department overhead  $804,000
Estimated total direct labour-hours. 60,000 DLHs

Required:
1. Determine the unit costs of the Commercial and Residential products under the company's traditional
costing system. (Round your answers to 2 decimal places.)

Unit cost
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Onassis Catering is a Greek company that provides passenger and crew meals to airlines operating out of
two international airports in Athens and Corfu. The operations at the two airports are managed separately,
and top management believes that there may be benefits to greater sharing of information between the two
operations.

o better compare the two operations, an ABC system has been designed with the active participation of
the managers at both airports. The ABC system is based on the following activity cost pools and activity
measures:

Activity Cost Pool Activity Measure
Meal preparation Number of meals.
Flight-related activities Number of fights
Customer service Number of customers
Other (costs of idle capacity and

organization-sustaining costs)  NA

‘The operation at Athens Intemational Airport (AIA) serves 1 million meals annually on 5,000 fi
different airiines. (Each airline is considered one customer.) The annual cost of running the AIA airport
‘operation, excluding only the costs of raw materials for meals, totals €3,743,300. Note : The currency in
Greece s the euro, denoted by €.

Annual Cost of the AIA Operation
Cooks and delivery personnel wages €3,040,000

Kitchen supplies 37,800
Chef salaries 231,000
Equipment depreciation 79,000
Administrative wages and salaries 197,500
Building costs 158,000

Total cost €3,743,300
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To help determine the activiy rates, employees were interviewed and asked how they divided their time
‘among the four major activities. The results of employee interviews at AIA are.

Cooks and delivery personnel wages
Kitchen supplies

Chef salaries

Equipment depreciation
Administrative wages and salaries
Building costs

Required:

played below:
Distribution of Resource Consumption across.
Activities at the AIA Operation
Meal  Flight- Customer

Preparation Related  Service  Other  Total
75% 20% 0% 5% 100%
100% 0% 0% 0% 100%
35% 20%  40% 5% 100%
65% 0% 0% 3% 100%
0% 2%  50% 25%  100%
0% 0% 0% 100%  100%

1. Perform the first-stage allocation of costs to the activity cost pools.

‘Cooks and delivery personnel
wages

Kitchen supplies

Chef salaries

Equipment depreciation
Administrative wages and salaries
Building costs

Total cost
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2. Compute the activiy rates for the activity cost pools. (Round your activity rates for meal
preparation to 4 decimal places and flight-related to 2 decimal places.)

Cooks and delivery personnel wages
Kitchen supplies
Chef salaries

Equipment depreciation

Administrative wages and salaries
Building costs
Total cost





image4.png
MobileCash Corporation operates a fleet of armoured cars that make scheduled pickups and deliveries for
its customers. The company is implementing an ABC system that has four activity cost pools: Travel,
Pickup and Delivery, Customer Service, and Other. The activity measures are kilometers for the Travel cost
pool, number of pickups and deliveries for the Pickup and Delivery cost pool, and number of customers for
the Customer Service cost pool. The Other cost pool has no activity measure. The following costs will be
assigned using the ABC system;

Driver and guard wages $ 849,000
Vehicle operating expense 276,000
Vehicle depreciation 153,000
Customer representative salaries and expenses 183,000
Office expenses 41,500
Administrative expenses 346,000
Total cost 1,848,500

‘The distribution of resource consumption across the activity cost pools is as follows:

Pickup
and  Customer
Travel Delivery Senice Other  Totals

Driver and guard wages 40%  45%  10% 5%  100%
Vehicle operating expense 70%  10% 0%  20%  100%
Vehicle depreciation 75% 5% 0%  20%  100%
Customer representative salaries

and expenses 0% 0%  85%  15%  100%
Office expenses 0%  20%  30%  50%  100%

Administrative expenses 0% 5%  50%  45%  100%




