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Undergraduate Distance Education Review Form
(Required for all courses taught by distance education for more than one-third of teaching contact hours)

xisting a 1 Topics Conrse
Course: ACCT 311: Cost Accounting

Instructor(s) of Record:
Ronald Woan, Ph.D.
Phone: 7-7565

Email: ronwean@iup.edu

Monsurur Rahman, DBA, CPA, CMA
Phone: 7-5741
Email: mrahman@iup.edu

Step One: Proposers
A. Provide a brief narrative rationale for each of the items, A1- AS.

1. How is/are the instructor(s) qualified in the distance education delivery method as well as the
discipline?

Dr. Ronald Woan

e In his twenty-one years at IUP, Dr. Woan has developed and taught several on-line and hybrid
courses. These include ACCT 201 and ACCT 202.

o Dr. Woan has taught Cost and Advanced Cost Accounting for many years both at IUP and
elsewhere.

¢ Dr. Woan has used Pearson’s MydccountingLab , MyLab/Mastering, McGraw-Hill’s Connect
Accounting, WebCT, Moodle and D2L for course deliveries.

o Dr. Woan is approved by the Graduate School for graduate instruction and is classified as being
Academically Qualified according to the standards of the Association to Advance Collegiate
Schools of Business.

Dr. Monsurur Rahman

o In his fifteen years at [UP, Dr. Rahman has developed and taught several on-line and hybrid
courses. These include ACCT 201 and ACCT 202.

¢ Dr. Rahman has taught Cost and Advanced Cost Accounting for many years both at IUP and
elsewhere .

¢ Dr. Rahman has used Pearson’s MyAccountingLab , MyLab/Mastering and WebCT, for course
deliveries. Currently, he is learning D2L, so that he can deliver courses using that platform.

¢ Dr. Rahman is approved by the Graduate School for graduate instruction and is classified as being
Academically Qualified according to the standards of the Association to Advance Collegiate
Schools of Business.



2. How will each objective in the course be met using distance education technologies?

For all objectives;
1. The instructor will develop and set-up all of the required learning resources on JUP’s Learning
Management System (LMS) and the textbook publisher’s on-line learning electronic platform.

2. This on-line course will require students to purchase a selected textbook and the textbook’s on-
line access code so that they can complete on-line homeworks and other on-line assessments.

3. The on-line course will also use JUP’s Learning Management System (LMS) to provide
learning resources and assessments for students. These include course materials, quizzes,
exams, assignments, video, and discussion board.

4. During the semester, the instructor will respond to student emails on a daily basis and will
monitor the discussion board.

5. The LMS will display individual student grades so that students can monitor their cumulative
grade as the semester progresses.

Objectives

1. To review traditional techniques to account and control for material, labor, and overhead costs
associated with manufactures.
o To meet this objective, students should (preferably in this order):

i. Read the chapters in the text book
ii. Read through the power point slides provided on the LMS.

iii. Complete on-line homework assignments scheduled by the instructor.
Students is allowed three attempts to complete each question to fully understand the
Concepts involved.

iv.  Attempt a one-hour quiz, available on Connect Accounting to enhance students’
competency. Students will have two attempts with the higher score used for grading.

2. To review traditional techniques to account and control for labor and overhead costs associated
with service organizations.
o To meet this objective, students should (preferably in this order):

i. Read the chapters in the text book
ii. Read through the power point slides provided on the LMS
iii. Complete an on-line homework assignments scheduled by the instructor. Students
have three attempts to complete each question
iv. Attempt a one-hour quiz, available on Connect Accounting to enhance students’
competency. Students will have two attempts with the higher score used for

grading.



3. To introduce new cost accounting concepts such as accounting for quality costs, manufacturing
cycle time, target and kaizen costing, and cost drivers associated with activity-based cost
allocation procedures.

e To meet this objective, students should (preferably in this order):

i. Read the chapters in the textbook

ii. Read through the power point slides provided on the LMS.

ili. Complete an on-line homework assignments assigned by the instructors. Students
have three attempts to complete each question

iv. Attempt a one-hour quiz, available on Connecr Accounting to enhance students’
competency. Students will have two attempts with the higher score used for
grading.

4. To apply budget preparations to spreadsheet template formats
¢ To meet this objective, students should (preferably in this order):

i. Read the chapters in the textbook
ii. Read through the power point slides provided on the LMS,
ili. Complete an on-line homework assignments assigned by the instructors. Students
have three attempts to complete each question
iv. Attempt a one-hour quiz, available on Connect Accounting to enhance students’
competency. Students will have two attempts with the higher score used for

grading.
How will instructor-student and student-student, if applicable, interaction take place?

Instructor interaction with the students will occur on different levels and times throughout the course.
That is;

i. At the beginning of the course during the presentation of the syllabus and overall orientation of
the student to distance education.
ii.  During the course in the presentation of new materials and in response to general questions and
comments raised by students.
iii.  Individualized assistance during scheduled online office hours.
iv.  Instructor participation via the discussion board.

Student-student interaction will take place via the discussion board and email.

4. How will student achievement be evaluated?

Student achievement will be determined by several criteria:

a. On-line homework assignments. Software provided by the textbook publisher will be used to
assign homework and assist the instructor in scoring and monitoring the student’s progress. The
software enables students to attempt the homework up to three times and provides students with
instant feedback on their responses. It also provides the students with the opportunity to work
additional problems and check their answers. The highest score attained by a student counts
towards his/her final grade.

b. On-line quizzes. Several quizzes will be given on-line to allow the student to determine their
competency of the course concepts. Students will be allowed two attempts. The quiz questions



will be algorithmic thereby requiring students to work every question on each attempt. The
higher score counts towards the student’s final grade.

c. Exams. Three ninety minutes on-line exams as ultimate measure/assessment of students’
competency will be administered. Students have two attempts to complete each question with

the higher score chosen for grade.

5. How will academic honresty for tests and assignments be addressed?

The course syllabus will detail the university’s Academic Integrity Policy and it will be a part of the on-
line orientation. Students will also be asked to acknowledge the receipt of this policy and their
understanding of the consequence relating to academic dishonesty. Class assignments/quizzes/
exams/and reports will be designed, monitored and implemented in such a way as to reduce the
student’s opportunities to cheat or plagiarize. Examples would include:

a. The allotted time and window for completing the quiz and exam will restrict each student’s
opportunities to seek external assistance.

b. Quiz and exam questions will be algorithmic and scrambled.

c. The ability to print quiz and exam questions and answers will be blocked.

Since the issue of academic honesty is of major concern in the delivery on distance learning courses, as
new techniques are developed to reduce dishonest behavior, they will be incorporated into the course.

B. Submit to the department or its curriculum committee the responses to items A1-AS5, the current official
syllabus of record, along with the instructor developed online version of the syllabus, and the sample lesson.
This lesson should clearly demonstrate how the distance education instructional format adequately assists
students to meet a course objective(s) using online or distance technology. It should relate to one concrete
topic area indicated on the syllabus.



Appendix A: Current Syllabus of Record

Syllabus of Record - ACCT 311
L Catalog Course Description
ACCT311: Cost Accounting 3 credits
Prerequisite: “C” or better in ACCT202 — Accounting Principles I 3 lecture hours

(3¢c-01-3sh)

Studies the aggregation and use of financial information for internal management decision-making.
Discussion will concentrate on cost management system designs, cost estimation methods for budget
preparation and achievement, cost accumulation methods for manufacturing and service organizations,
inventory control procedures, and transfer pricing administration and managerial performance evaluation

IL. Course Objectives

1. To review traditional techniques to account and control for material, labor, and overhead costs
associated with manufactures:

2. Toreview traditional techniques to account and control for labor and overhead costs associated with
service organizations.

3. To introduce new cost accounting concepts such as accounting for quality costs, manufacturing cycle
time, target and kaizen costing, and cost drivers associated with activity-based cost allocation
procedures.

4. To apply budget preparations to spreadsheet template formats.
III.  Course Outline (42 Semester Hours)

L Introduction to Cost and Management Accounting (2 hours)
A. Differences between Financial and Managerial Accounting
B. Relationship between Cost and Managerial Accounting
C. Role of Management Accounting in current Business Environment
1. Planning-Budgeting
2. Information Feedback
3. Performance Evaluation
4. Strategic Decision-Making
D. The Management Accounting Accountants
1. Institute of Management Accountants
2. Certified Management Accountant
a. Examination Contents and Qualifications
b. Ethical Standards for Management Accounting Professionals
E. Interrelationship between Strategic Planning and Management Accounting
1. Corporate Mission
a. Build
b. Hold
c. Harvest
2. Strategic Plans
3. Master Budget
4. Performance Standards



II. Cost Management Systems (2 hours)
A. Types of information
1. Internal
a. Planning (Budgeting)
b. Control (Actual)
c. Decision-Making
d. Performance
2. External
a. Customers
b. Competition
c. Government
d. Suppliers
e. Investors
B. Cost System Integration
Financial Accounting
Production Reporting
Inventory Management
Production Scheduling
Research and Development
Quality Control
. Marketing
C. System Design
1. Organizational Form
a. Corporation
b. Partnership
2. Organizational Structure
a. Decentralization vs. Centralization
b. Culture
3. Organization Mission
a. Critical Success Factors
i. Product Differentiation
ii. Cost Leadership
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D. System Elements
1. Motivation
a. Performance Measurements
b. Reward Structure
c. Congruence of Budgeted goals with Reward Structure
2. Information
a. Budgeted Data
b. Product Life-Cycle
c. Value-added Activities
d. Target and Kaisen Costing
3. Reporting Elements
a. Financial Statements
b. Responsibilities Reports

III. Organizational Quality (3 hours)

A. Measurement of Production Quality
1. Value Added vs. Non-Value-Added activities
2. Effect on Production Costs
B. Measurement of Customer Quality Perception
1. Preduct Quality
a. Performance — Sales Returns
b. Reliabilities — Warranty Costs, Defective Units
c. Conformance to Specification — Statistical Control Charts,
Maintenance time and Costs
d.Serviceability — number of Product Repairs
C. Total Quality Measurement (TQM)
1. Total Quality System
a. Emphasis on Prevention of Product Defects/Poor Service
b. Continuous Improvement
2. Benchmarking
a. Concept
b. Results Benchmarking
c. Process Benchmarking
D. Accounting and Reporting Quality Costs
1. Cost of Compliance
a. Prevention Costs
i.  Screening Costs for new employees
ii.  Continuing Education
iii.  Identifying Consumer Needs — Research Costs
iv.  Engineering Design Costs
v.  Prevention Maintenance costs
vi.  Supplier Relationship — Purchasing Costs
b. Appraisal Costs
i.  Inspection Costs
ii.  Quality Control Costs
iii. Quality Audits
iv.  Recording Defective Work
2. Cost of Noncompliance
a. Internal Failure
i.  Rework Costs
ii. Waste
ili.  Reinspection Costs
iv.  Downtime



v.  Rescheduling Production Interruptions
b. External Failure
i.  Labor and Overhead Costs — Consumer Complaints,
Service Department
ii. Warranty Costs
iii. Opportunity Costs — Lost Future Sales
iv.  Product Recalls
v.  Litigation Costs from Defective Products
3. Relationships between Compliance, Noncompliance, and Total Quality
Costs
4. Quality Cost Reporting and Analysis
a. Pareto Analysis — 80/20 Rule
b. Quality Cost Ledger Accounts ~ Four Quality Cost Categories
c. Cost of Quality report
5. International Quality Standards
a. SO 9000 criteria
b. Quality Audits for ISO 9000 certification

IV. Cost Allocation Method (3 hours)
A. Overhead Application Rates
1. Plant - wide
2. Departmental
3. Variable
4. Fixed
B. Estimating Product Costs
1. Linear Regression Analysis
2. High-Low Method
3. Least Squares Regression Analysis
C. Applying overhead costs to production
1. Journal Entries
2. Under-applied and Over-applied Overhead
D. Cost Pools
1. Cost Drivers
E. Service Department Cost Allocation
1. Cost Drivers
Research and Development
Personnel
Accounting
Sales and Marketing
Purchasing
Legal and Tax
Executive Compensation
2, Alloeatlon Method
a. Direct
b. Step
c. Algebraic — Linear Programming
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V. The Master Budget (3 hours)
A. Budgeting Process
1. Mission Statement
2. Corporate Strategy and Goals
3. Budgeting Preparation
B. Financial Budgets
1. Sales



Production
Purchasing
Personnel (direct labor)
Overhead
Selling and Administrative
Capital Investment
Cash
a. Receipts
b. Payments
9. Income Statement
10. Balance Sheet
11. Statement of Cash Flows
C. Continuous Budgeting
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VL. Activity-Based Costing (4 hours)
A. Product Life Cycles
Development
Introduction
Growth
Maturity
. Decline
B. Costing Method
1. Target Costing — Development
2. Kaizen Costing — Production Introduction and Growth
3. Standard Costing — Maturity and Decline
4, Life-Cycle Costing
C. Evaluation of Value-added and Non-Value-added activities
1. Process Mapping
2. Value Charts
3. Classifying and Measuring Activity Time
a. Processing Time
b. Inspection Time
c. Transfer Time
d. Manufacturing Cycle Efficiency
4. Cost Driver Analysis
a. Units Costs
b. Batch Costs
c. Process Costs
d. Organizational Costs
D. Activity-Based Costing
1. Activity Cost Pools
2. Activity Cost Driver
3. Cost Allocation of Procedures
E. Benefits of Activity-Based Costing
Better Monitoring of Costs
Identification of Wasted Activities and Costs
Cost Control through increased efficiency of Productive Activities
Improved Accuracy of Overhead Cost Allocation to Product/Service
Lines
Improving Measurement of Profit Performance of Product/Service
Lines
F. Flow Manufacturing
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VII. Job Order Costing (3 hours)
A. Valuation Methods
1. Actual Costing
2. Normal Costing
3. Standard Costing
B. Manufacturing Cost Components
1. Direct Materials — Materials requisitions
2. Direct Labor — Labor Time Reports
3. Manufacturing Overhead — Applied vs. Actual
C. Inventory Components
1. Raw Materials Inventory
2. Work In Process
3. Finished Goods Inventory
D. Normal Production Sequence and Journal Entries
E. Job Order Cost Sheets

VII. Process Costing (3 hours)
A. Equivalent units of production
B. Weighted-average vs. FIFO methods
C. Normal Production Report
D. Cost of Production Process
1. Single Department
2. Subsequent Departments
3. Supporting Journal Entries

IX. Standard Costing (3 hours)
A. Development of Production Standards
1. Materials
2. Labor
3. Overhead
4. Standard Cost Card
B. Basis for Standards
1. Ideal Standards
2. Practical Standards
3. Normal Standards
4. Expected Annual Standards
C. Variances
1. Materials
a. Price Usage Variance
b. Price Purchase Variance
c. Quantity Variance
2. Labor Variance
a. Rate Variance
b. Efficiency (time) Variances
3. Overhead Variance
a. Variable Overhead
i.  Spending Variance
ii.  Efficiency Variance
b. Fixed Overhead
i.  Spending Variance
ii. Volume Variance
c. Variance Methodologies
i.  Two-Variance



ii.  Three-Variance
ili. Four-Variance
4. Supporting Journal Entries for Standard Costing System

X. Inventory Control (3 hours)
L Inventory Costs
1. Purchasing
a. Ordering Costs
b. Storage Costs
2. Production
a. Setup Costs
b. Storage Costs
B. Econromic Ordering Quantity
1. Minimization of Ordering and Storage Costs
2. Formula Calculation
3 Economic Production Runs
C. Just-in-Time (JIT) Inventory System
1. Purpose
Purpose of Inventory Costs
Reduction of Product Defects
Improved Productivity
Improved Quality
Employee Training
Value Chain
i. Supplier
ii. Distribution
2. Implementation
a. Purchasing Issue
i. Quality Materials
ii. Suppliers Relationship
b. Product Designs
i Standard Rates
. i Manufacturing Simplification
iii. Minimal Engineering Changes
c. Manufacturing
i. Reduced Set-up Time
ii. Quality Control
d. Plant Layout
i. Manufecturing Work Cells
ii. Multiprocess Handling
e. Flexible Manufacturing Systems
f. Computer-Aided Manufacturing
g. Flow Manufacturing Systems
D. Cost Accounting Implications of JIT/Flow Manufacturing Systems
1. Backflush Costing
a. Inventory Accounts
b. Journal Entries
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XL Responsnblhty Accounting (3 hours)
. Decentralization
1. Advantages
2. Disadvantages
B. Responsibility Accounting Systems
1. Responsibility Reports



a. Detailed lower-level reports
b. Summary Executive Reports
C. Responsibility Centers

1. Cost Centers — Variances

2. Revenue Centers

3. Profit Centers

4. Investment Centers

XII. Transfer Pricing (3 hours)

L Definition
IL. Minimum and Maximum values
1L Pricing Policies
1. Cost Based
a. Variable Cost

b. Absorption Cost
c. Absorption Cost Plus

2. Market Based

3. Negotiated

4. Dual Pricing
Iv. Service Transfer Pricing

1. Warehouse
Transportation
Purchasing
Information Systems
Personal
Engineering
Advertising
Maintenance
Legal

10 Marketing
V. Multinational Transfer Pricing

1. Objectives
Employee Motivation
Strategic Congruence
Consistency in Performance Evaluation
Minimization of Taxes
Minimization of Foreign Exchange Risks
Internal Revenue Service Transfer Pricing Policies
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XIHI. Performance Evaluation (3 hours)
A. Purpose
Evaluation Organizational Performance
Matching Organization Strategic Goals (Budgets) with Managerial
Performance
Empowering Management Development
Organizational Communications
Employee Motivation
Promotion Judgments
Organizational Control
B. Selectmg Performance Measures
1. Congruence with Strategic Goals
2. Congruence with Budgetary Criteria
C. Multiple Performance Measures — The Balance Scorecard
1. Financial Perspective
2. Customer Perspective
3. Internal Business Perspective
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4. Innovation and Employee Learning Perspective
D. Evaluation Bases
1. Variance
2. Statement of Cash Flow — Operating Cash Flows
3. Return on Investment (ROI)
a. Segment or Operating Income
b. Before or After Taxes
c. Total Assets or Net Assets
d. Original Asset Cost-Book Value — Current Value
e. Ending, Beginning or Average Assets
4. DuPont Model — ROI Components
a. Asset Turnover
b. Profit Margin
¢. Managerial ROI Decision
5. Residual Income
6. Economic Value Added
E. ROI vs. Residual Income — Advantages and Disadvantages
F. Long-Term Performance
1. Non-financial Measures — Cost Drivers
Quality
Customer Service
Production Efficiency
Employee Motivation
Innovation
Engineering Design Time
2. Throughput Measures
a. Manufacturing Cycle Efficiency
b. Process Productivity
c. Process Quality Yield
XIV. Semester Examinations (3 hours)

mepe op

IV. Evaluation Methods
The final grade for the course will be determined as follows

70% Examinations. Three hours of semester examinations and a two-hour final exam will contain
questions predominantly consisting of multiple choice, short essay and short quantitative
problems

15% Individual project. This project could focus on research on current cost accounting trends,
case study presentations or computer-based assignments designed for spreadsheet
applications..

10% Homework and quizzes. Five short random quizzes, which could take the form of collected
homework assignments, will be conducted during the semester.

5%  Class participation. Student willingness to respond to solving problem assignments and other
issues discussed in class will be documented throughout the semester.



V. Example Grading Scale.

A = 90 -100
B = 80—89
C = 70—79
D = 60—69
F = Less than 60

VL. Undergraduate Course Attendance Policy
“The university expects all students to attend class.” Your attendance and participation in classroom
activities is an important component in the overall learning environment and is therefore strongly
encouraged. Although attendance is not mandatory, failure to attend classes will impair your level of
performance on the chapter tests, exams, and your ability to complete the homework assignments and in-
class exercises.

VII. Required textbooks, supplemental books and readings

Jesse T. Barfield, Cecily A. Railborn and Michael R. Kinney. Cost Accounting: Traditions and
Innovations. 5® edition. Southwestern Publishing,. Cincinnati, Ohio. 2003

VIIL Special Resource Requirements
None

IX. Bibliography



Appendix B: Proposed Distance Education Syllabus of Record

Indiana University of Pennsylvania
On-line Syllabus of Record
ACCT311 Cost Accounting
3c-0l-3sh
Instructor: Ronald Woan, Associate Professor
Office: 418F Eberly College of Business & Information Technology
Phone: 724-357-7565 (Office)
E-Mail: ronwoan@iup.edu
Office Hours: On-line office hours are between 10 am and 12pm from Monday to Saturday (EST).
Student emails will be replied to within 24 hours of receipt.

Class section: On-line
Credits: 3
Prerequisite: Grade of C or higher in ACCT 202

Required Text:“Fundamentals of Cost Accounting” by Lanen, Anderson and Maher, Third

Edition, McGraw-Hill/Irwin 2011 (including McGraw-Hill Connect Accounting access code)

CATALOG DESCRIPTION

Studies the aggregation and use of financial information for internal management decision-making.
Discussion will concentrate on cost management system designs, cost estimation methods for budget
preparation and achievement, cost accumulation methods for manufacturing and service organizations,
inventory control procedures, and transfer pricing administration and managerial performance evaluation

techniques.
COURSE CONTENT
Chapter 1.  Cost Accounting: Information for Decision Making
Chapter2.  Cost Concepts and Behavior
Chapter3.  Fundamentals of Cost-Volume-Profit Analysis
Chapter4.  Fundamentals of Cost Analysis for Decision Making
Chapter 5.  Cost Estimation
Chapter 6.  Fundamentals of Product and Service Costing
Chapter 7. Job Costing
Chapter 8.  Process Costing
Chapter9.  Activity-Based Costing
Chapter 10. Fundamentals of Cost Management
Chapter 11. Service Departments and Joint Cost Allocation
Chapter 12. Fundamentals of Management Control Systems
Chapter 13. Planning and Budgeting
Chapter 14. Business Unit Performance Management
Chapter 15. Transfer Pricing
Chapter 16. Fundamental of Variance Analysis
Chapter 18. Nonfinancial and Multiple Measures of Performance



Objectives

1. To review traditional techniques to account and control for material, labor, and overhead costs
associated with manufactures.

2. To review traditional techniques to account and control for labor and overhead costs associated with
service organizations.

3. To introduce new cost accounting concepts such as accounting for quality costs, manufacturing cycle
time, target and kaizen costing, and cost drivers associated with activity-based cost allocation
procedures.

4. To apply budget preparations to spreadsheet template formats

Assessment Procedures

Success in this course is contingent upon each student being fully prepared for item of assessment. These
include homework, quizzes, exams and projects. Readiness is enhanced by reading the textbook and practicing
the end-of-chapter questions. Students are allowed three attempts for each homework question, two attempts for
each quiz and exam question. Only the highest score from multiple attempts (if allowed) counts towards the
student’s final grade.

During exams, students are not permitted to seek the assistance of another person. Students are to complete the
exams alone. Suggestions of student collusion will be thoroughly investigated and penalties might be imposed.

Your final course grade will be computed based on the following 100 percent.

Percentage
On-line homeworks 20%
Quizzes 20%
Exam I 20%
Exam II 20%
Final Exam 20%
Total 100%

To get an A, a student must earn 90%or higher of the total points, B, 80%-89%; C, 70%-79%, D, 60%-69.
Below 60% is an F.

Homeworks

There are on-line homeworks and quizzes using Mcgraw-Hill’s Connect Accounting to be completed on each
chapter. The on-line homeworks are designed to enhance students’ understanding of the accounting concepts
through illustrative work-through problems; and quizzes are provided to enhance students’ competency.

Office Hours

The instructor’s office hours are on-line only. They are shown on the first page of this syllabus. Student emails
will be replied to within 24 hours of receipt during the week and 48 hours of receipt during weekends.

Grades

Your assessment scores will be regularly updated on D2L/ Connect Accounting. You can use this information to
determine your approximate cumulative grade.




Final Comments

Accounting is not a spectator subject; it demands engagement and hands-on in order to assure learning
to take place. The subject materials are cumulative, i.e., to comprehend current chapter subject materials entails
the understanding of the prior chapters® materials. To achieve reasonable competency, students must work on
the subject materials in a continucus manner.
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ACCT311 via Distance Education

Class Schedule
Week Topic

1 Read Chapter 1. Complete the on-line homework and Quiz on Chapter 1
Read Chapters 2&S. Complete the on-line homework and Quiz on Chapters 2&5

2

3 Read chapter 3. Complete the on-line homework and Quiz on Chapter 3

3 Read chapter 4. Complete the on-line homework and Quiz on Chapter 4

4 Review: Chaps 1-5 '

5 EXAM-L: Chaps 1-5

6 Read Chapter 6. Complete the on-line homework for Chapter 6. Complete the Quiz on
Chapter 6.

6 Read Chapter 7. Complete the on-line homework and the Quiz on Chapter 7

7 Read Chapter 8. Complete the on-line homework and the Quiz on Chapter 8

8 Read Chapter 9. Complete the on-line homework and the Quiz on Chapter 9

8 Read Chapter 10. Complete the on-line homework and the Quiz on Chapter 10

9 Read Chapter 11. Complete the on-line homework and the Quiz on Chapter 11

10 Review:: Chaps 6-11

10 EXAM-II: chaps 6-11

11 Read Chapter 12&13. Complete the on-line homework and the Quiz on Chapter
12&13

12 Read Chapter 14&15. Complete the on-line homework and the Quiz on Chapter
14&15

13 Read Chapter 16. Complete the on-line homework and the Quiz on Chapter 16

13 Read Chapter 18. Complete the on-line homework and the Quiz on Chapter 18

14 Review: Chaps 12-16, 18

15 Final Exam: Chaps 12-16, 18




Appendix c: Sample of Power Point slides - .-



Learning Objectives

L.O.1 Describe the way managers use accounting
informalion to create value in organizations.

L.0.2 Distinguish between the uses and users of cost

Ch apter 1 accounting and financial accounting information,
L.O.3 Explain how cost accounting information is used
. for decision making and performance evaluation
Cost Accounting: in organizations.
lnformation fOl’ DECiSiOH Makmg L.O. 4 1dentify current trends in cost accounting.

L.O.5 Understand ethical issues faced by accountants

and ways to deal with ethical problems that you
face in your career,

MiCirame P13 fraas.
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=
Value Chain " The Value Chain Components
L.O.1 Describe the way managers use accounting
information to create value in organizations. Research &

Davelopmant Design -'Pu@asang
= The Value Chain describes a set of activities that
transforms raw materials and resources into the

goods and services end users purchase and consume.

P 3
- Value added activities roduction
— Non value added activities

Customer

Marketing ‘Distribution i

pard

; {up

Accounting Systems

L.0.2 Distinguish between the uses and users of cas! ; ) )
accounting and financial accounting information + The primary purpose of financial accounting

is to provide investors and creditors information

Accounting Systems

- regarding company and management performance.
Financial Reports Firianedl
accounting po_s:lion and
income
Cost Reports Information i
accounting about costs

McGraw-Hill/lrwin Copyright ©2011 The McGraw Hill Companies, Inc. All rights reserved.



5
Customers of Accounting
* Accountants must work with the users ofcost

accounting information to provide the best
possible information for managerial purposes.

Managerial Decisions

L.O.3 Explain how cost accounting information is used
for decision making and performance evaluation
in organizations.

* Individuals make decisions.

+ Decisions determine the performance
of the crganization.

+ Managers use information from the accounting
system to make decisions.

+ Owners evaluate organizational and managerial
performance with accounting information.

@ Cost Data for Managerial
Decisions

+ Costs for decision making
+ Costs for control and evaluations

« Different data for different decisions

s Costs for Decision Making

+ Carmen's Cookies has been making and selling
cookies through a small store downtown,

« One of her customers suggests that she expand
operations and sell to wholesalers and retailers.

+ Should Carmen expand operations?

Carmen’s Cost Drivers

Cost Driver

Insurance !—'

Number of stores

Labor

Number of cookies

=

=g Differential Costs

= Costs that change in response to a particular
course of action

- Differential costs change (differ) between actions.

McGraw-Hill/lrwin
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Differential Revenues

+ Revenues that change in response to a particular
course of action.

- Differential revenues change (differ) between actions.

=3
‘Differential Costs, Revenues, and Profits

Cammen's Cookies
Projected Income Statement for One Weok

(1) Status Quo (2) Attemative
Original Shop  Wholesale & Retail

McGraw-Hill/lrwin

Costs for Control and Evaluation

« Aresponsibility center is a specific unit of an
organization assigned to a manager who is
held accountable for its operations and resources.

Sales Only Distribution (3) Difference
Sales revenus $6,300 33,508 32205
Costs:
Food 1,800 2,Too% $00
Labor 1,000 1,500% 500
Utilties 400 600% 200
Rent 1,250 1250 -0-
Other 1,000 _1.200° 200
Total costs. 35450 37250 31,800
Operating profits 3 050 31,255 $ 405
(2) 3% percent higher than status quo
() $0 percent higher than status quo
(£) 20 percent higher than status quo
14
{“‘:’r Responsibility Centers,
Revenues, and Costs
|
Carmen Diaz ‘
President I
| I |
' Ray Adams Cathy Peterson
| Vice-President Vice-President
l Retail Operations | Wholesale Operations

=
“f}Responsibilily Centers, Revenues, and Costs

Carmen'’s Cookies
Income Statement
Forthe Month Ending April 30

Retail Wholesale
Operations. Operations Total

Sales revenue 25400 $23,500 $52,000 |
Department costs: § |

Food 13.500 3.200 213300

Labor* : 4,500 3.200 7700

Utilities 4 1,200 2100 3,900

‘Rent —5000 %500 _1.500
Total department costs. 324,800 317,800 $42,400
Centar margin® e $3600 | 56000 59600 |
General and admin. costs: ¥ |

General manager’s salary< 5000 |

Other (administrative) —3:200 5|
Total general and admin. costs| $ 8,200
Operating profit $ 1400

(2) Includes department managers’ salaries but exciudes Carmen's salary
(D) Tre and costs toa Ibitty center
(<) Carmen's satary

=1
N~ Responsibility Centers, Revenues, and Costs

Carmen’s Cookies
Retail Responsibility Center
Budgeted versus Actual Costs
For the Month Ending April 30

Actual Budget Difference
Food:
Flour 3 2.100 3 2200 $(100)
Eggs 5200 4700
Chocolats 2,000 1,500 100
Nuts 2,000 1,900 100
Other 0.
Total food $13.500 $12,900 $ 800
Labor: g
Manager 3,000 3,000 -0-
—1500 D00 B | M a0
Total labor § 4,500 3 4,500 5 -0-
Utilities. 13800 12800 0~
Rent 5,000 _5.000 —
Total cookie costs $24,800 $24 200 $ 500
Number of cookies sold 22,000 32,000 -0-
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Trends in Cost Accounting
Li0.4 Keontify curent trendds in cost accounting.
1. Research and development
2. Design
3. Purchasing
4. Production
6. Marketing
6. Distribution .
7. Customer sarvice
8. ERP - Enterprise resource planning
9. Creating value in the crganization

v Cost Accounting in
Research and Development
* Lean manufacturing techriques are not simply
about production.

e Companies partner with supptiers in the development
stage to ensure cost-affective deigns for products.

Cost Accounting in Design

* Product designers must write dstalled
specifications on a product's design.

« This is often referred to as design for
manufacturing (DFM).

* ABC assigns costs of activities needed to make
a product, then sums the cost of those activities
to compute the total cost of the product.

"

Cost Accounting in Purchasing

 Performance measurement indicates
how well a process is working. .

* It minimizes unnecessary transaction processes.
+ Benchmarking methods measure products,

services, and ectivities agalinst the
best performance.

» Benchmarking is an ongoing process resulting
In continuous improvement.

Cost Accounting in Production
* Alean accounting system provides measures
at a work cell or process lavel.

* JIT is an inventory system designed to tower
the cost of maintaining excess inventory.

Cost Accounting in Marketing

» Cost relationship management (CRM)
is a system that allows finms to target

» Hamrah's Entertainment provides
“complimentary” services to some
customers, (typically called comping®).

McGraw-Hillfirwin
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Cost Accounting in Distribution

= QOutsourcing cccurs when a firm's activities are
performed by another organization or individual
in the supply or distribution chain.

= Nikon, for example, relies on UPS for distribution.

0

Y

Cost Accounting in
Customer Service

+ TQM is a management method which
focuses on excelling in all dimensions.

= The emphasis is placed on quality.
Quality is defined by the customer.

- Cost of quality is a system that identifies the cost
of producing low quality items. . 3

&=

Enterprise Resource Planning

+ Information technology linking various processes
of the enterprise into a single comprehensive
information system

‘Purchasing = Y Production
' / Technology
Human L .
iRasol Finance
Marketing

\r;‘} Key Financial Players

in an Organization

Title Major Responsibilities Example Activities
Chief financial| Manages entire finance | Signs off on financial
officer (CFO) | and accounting function | statements
Determineswhere to
invest cash’balances

Plans and designs Determinescost
Contotes information systems accounting policies

Treasurer Manages liquid assets

Internal Ensures compliance | Ensures that procurement
auditor with laws rules are followed
Cost Records, measures, Evaluates costs of

accountan!t | and, analyzes costs products and processes

153

McGraw-Hill/lrwin

Ethical Issues for Accountants

L.O.5 Understand ethical issues faced by accountants
and ways to deal with ethical problems that you
face in your career.

= The design of the cost accounting system has
the potential to be misused to defraud customers,
employees, or shareholders.

=

* Follow the Institute of Management
Accountants (IMA) guidelines:

Ethics

+ Discuss problems with the immediate superior,
unless the superior is involved.

+ Clarify the relevant issues and concepts by
discussion with a disinterested party or contact
the appropriate confidential ethics “hotline.”

+ Consult an attorney about your rights and obligations.

Copyright ©2011 The McGraw Hill Companies, Inc. All rights reserved.




Sarbanes-Oxley Act of 2002

i Address problem
Whatis the
intent? of corporate
governance
Whois Accounting firms
I and
e corporations
]
How are |
i N Corporate
?rrﬁ.:;zzgs I responsibility

‘./ L‘
gt
,

Corporate Responsibility

Who is impacted?
+ CEO - Cnief Executive Officer
— Manages entire carporation
+ CFO - Chief Financial Officer
- Manages accounting and finance

What is the impact?

« The officers of the corporation must sign the financial
reports stipulating that the financial statements do nct
omit material information.

+ The company must disclose the evaluation of their
internal controls.

Appendix 1

Institute of Management Accountants' (IMA)
Code of Ethics: Standards

1. Competence
2. Confidentiality
3. Integrity

4. Credibility

-

Competence

Members have a responsibility to:

. Maintain an appropriate level of professional expertise

by continually developing knowledge and skills.

. Perform professional duties in accordance with

relevant laws, regulations, and technical standards.

. Provide decision support information and recommendations

that are accurate, clear, concise, and timely.

. Recognize and communicate professional limitations

or other censtraints that would preclude responsible
judagment or successful performance of activity.

1

w

Confidentiality

Members have a responsibility to:

. Keep information confidential excapt when disclosure
is authorized or legally required,

. Inform all relevant parties regarding appropriate use

of confidential information.

. Refrain from using confidential information for unethical
or illegal advantage.

. Monitor subordinates’ activities to ensure compliance.

-

McGraw-H

illllrwin

Integrity

Members have a responsibility to:

. Mitigate actual conflicts of interest, regularly communicate

with business associates to avoid apparent conflicts of
interest. Advise all parties of any potential conflicts.

. Refrain from engaging in any conduct that would prejudice

carrying out duties ethically.

. Abstzin from engaging in or supporting any activity that

might discredit the profession.

Copyright ©2011 The McGraw Hill Companies, Inc. All rights reserved.



Credibility
Mombers have a responsibility to:
1. Communicate information faiy and cbjectively.

2 bo expoctad 0 nuonoo an intanded veer understanding . End of Chapter 1
of the reports, analyses, or recommendations. .

3. Disclose delays or deficiencies In information, timeliness,
processing, or intemal controls in conformance with .
crganization policy and/or applicable law.

McGraw-Hil/lrwin  Copyright ©2011 The McGraw Hill Companies, Inc. All rights reserved.



- Appendix D: Sample of On-line Homework Software

Please note that the on-line homework sample is not linked to the ACCT 401 textbook as this is the
only sample the instructor has access to at present. However, as the course is scheduled, the instructor
will be provided with the on-line homework platform by the publishing company.
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1.

2.

et

10.00

PunRquCeﬂm C)prodwes ' ~~~~~~~~ cabinets for new home buders. You have been called into settlea T
dispute between PRC and Eastem Homes, a bullder of custom homes.

Eeastam Homes buys 10,000 units of a particular cabinet from PRC every year. It insists that PRC keep
a ono-month inventory to accommodate fluctuations in Eastern's demand. PRC does not want to koep any
inventory and says that Eastern Homes showudd buy components in advance and store them.

You datermine that the inventory storage costs per unit are $100 at PRC and $200 at Eastern Homes.

Roquired:
How do you suggast the two companies settie thelr dispute?

“ Pine Ridge Cabinats (PRC) should carry the inventory, but Eastern Homes shoud cover &l the inventory
carnying costs.

—*" To minimize costs in the supply chain, Pine Ridge Cabinats (PRC) should carry the inventory and the two
firms could share the inventory savings through price discounts or cther contractual agreements.

+ There is no need for Pino Ridgo Cabinets (PRC) to camry the inventory. Eastem Homes should buy in
advance.

it Is Impostant that costs are minimized tn the supply chain. Bacause It is cheaper for Pine Ridge Cabinets
to carry the inventory, the resolution should result in Pine Ridge Cabinets carrying the inventory. You might
suggest that the two firms share tho inventory savings through price discounts or ether contrectual
agreemants.

http://ezto.mhecloud mcgraw-hill.com/hm_accounting tpx

Lezming Objective: 01-01 Dascribo tho way mensgers
Multiple Cheles Difticully: Gasy use acoounting information to create vaiue in

award:
10.00

polints

wmmmmmmmm(cmwmmmmm
company has two responsibifity centers: the City Division, which contzains stores in downtown locations,
end the Mell Division, which contains stores {n suburban locations. Beige's CEO is concemed about the
profitabiity of the City Division, which has boen operating at a fess for the (ast several years. The most
recent income statement follows. The CEO has asked for your advice on shtting down the Cly Division's
operations. If the City Division Is eliminated, corporate administration i3 not expected to change, nor are
any cther changes expected in the operations or costs of the Mell BDivislon.

BEIGE COMPUTERS, CITY DIVISION
Divisional tncome Statement
For the Year Ending January 31

Sales reverud $12,800,600
Costs

Advertising—City Division 625,000

Cost of goods sold 6,450,000

Divisional administrative salaries 870,000

Selling costs (sales commissions) 1,730,000

Rent 2,215,000

Share of corporate administration 1,425,000
Total costs $13,215,0600
Net (o83 before income tax beneft $ (315,000)
Tax benefit at 40% rate 128,200
Net loss $ (189,000)

Required:

What reveruss and costs are probably differential for the decision to discontiue Clty division's
opersations? (input all values as positive number. Leave no cells biank - be certain to enter “0*
wherever required. Omit the "$™ sign In your response.)

BEIGE COMPUTERS, CITY DIMISION
Statement

Sales reveruo $| 12500000 |Differential

9/24/2012 10:04 PM
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Advertising—Ctty Division | 525000 |ONerential

- Cost of goods said | 6450000 |Oifferential
Divisiona) edministrative salaries | 870000 |Dfferentia
Selling costs (sates commissions) | 1730000 |ONferential
Rent | 2215000 |Diferential
Share of corporate administration | 0 | Not Differential
Total costs _ s| 11.7s0.000

| Net cifferential gain before income tax expense s| 1110000

| Tax expense at 40% rate 444000 [Otterontad

] Net differential gain from store s| 666,000

Explanation:

Considering tho following costs as diferentia) shows that closing the City Division wil lower profis for the -

Salas revenus, Cost of goods sold, Sefling costs:

These revenues and costs are differential ¥ the sales (and the associated cost of sales) will be tost to the
chain. If customers go to other stores In the chain when the City Divislon is closed, thase revenues and
costs will not be differential.

lfmammamaammmmmaumm,mmmmmmm

nat be differential.
—— T Leaming Objoctive: 01-03 Explain how cost
Worksheet Difftoutty: Medium eccountng information is used for decision making
and performance evaluation in crganizations.
et
3_ 10.00
points

Peto's Taxd & Limo providas transportation services in and around Centervile. [ts profits have been
dociining, and management is planning to add a package defivery service that is expected to increase
revenue by $400,000 per year. The total cost to lease the necessary package defivery vehicias from tho
loca) dealer is $30,000 per ysar. The present manager will continue to supenvise all services at no
Increase in satary. Due to expansion, however, the tabor costs and uiiities would increase by 80 percent.
Rent and cther costs will Increase by 20 percent,

PETE'S TAXI & LIMO
Annual Income Statement befora Expansion

Sales revernus $1,216,000
Costs

Vehicle leases 480,000

Labor 384,000

Utiitties 64,000

Rent 128,000

Other costs 64,000

Manager's salary 192,000
Total costs $1,312,0600

Operating profit (icss) $ (96,000)

Required:

{a)Prepare a report of the differentia) costs and revenues if the defivery senice is edded. (input all
amounts as positive values. Leave no cells blark - be certaln to enter "0" wherever required.
Omit the “$" sign in your response.)

PETE'S TAXI & LIMO Senvice

Service Service Difference

Sales rovenuo $1,216000 § 1.616.000 400,000
Costs

Vehicle leases 480,000 810,000 | 30000

Laber 384,000 576,000 | 192,000

20f8 9/24/2012 10:04 PM



Assignment Print View http://ezto.mhecloud.megraw-hill.com/hm_accounting.tpx

30f8

Uttities 64,000 | 96000 32,000
Rent 128,000 | 153,600 25,600
Other costs 64,000 | 76800 12,800
Manager's salary 182,000 | 152.000 o
Total costs $1,312000 § 1,604.400 § 252400

Operating profit (toss) $ (96,000) § 11,600 § 107,600

(b) Shoud management start the defivery service?

|Yea
Explanation:
(o)
Difference
Labor $162,0600 = 50% x $384,000
Utities $32,000 = 50% x $64,000
Rent $25,600 = 20% x $128,000

Other costs . $12,800 = 20% x $84,000

(b)

The decision to expand and cffer the defivery service resuls in dfferential profits of $107,600, so Rt is
profiteble to expand. Note that only differential costs and revenues figured in the decision. The manager's
salary did not change, so & did not affect the decision.

Leaming Objective: 01-03 Explain how cost
Worksboeot Difftculty: Medium acoounting information ks used for docision making
' and performance evaluation in organtmtions.

[

4, T

Mmmmwmmu'amwmmmmmmmmm
prepares the budget by starting with the actus/ results for April that is shown below. Then, management
considers what the differences in costs will be betwesn April and Septamber.

CARMENS COOKIES
Retall Responsibity Center
Actual Costs For the
Month Ending April 30
Actual
(Aprt)
Food
Flowr $ 2,100
Eggs 5,200
Chocolate 2,600
Nuts 2,600
Other 2,200
Total food $13,500
Labor
Manager $ 3,000
Other 1,500
Total labor $ 4,500
Utiittios 1,600
Rent 5,000
Total cookie costs $24,800
Number of cockles sold 32,000

Management expects cockie sales to be 20 percent greater in September than in April, and & expects
all food costs (e.g., fiowr, eggs) to be 20 percent higher in September than in April because of the
tncrease in cookie sales. Management expects wmwumammmw
than in Aprll, partly because more labor will be reqguired in September and pastly because
get a pay ralse. mwwwammmwmmmmamu:mm
mmmmmwmsmmmmmmmmwmmmm

as

Now, fast forward to early October and assume the folowing ectual resufts occusted in September:

9/24/2012 10:04 PM
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38,400

Number of cockies soid

Flour $ 2,700
Eggs 8,560
Chocolate 2,100
Nuts 2,300
Other 2,700
Manager's salary 3,500
Other tabor 1,850
Utilitios 2,200
Rent 5,000

Prepare a statement that compares the budgeted and actual costs. (Negative amounts and differences
should be indicated by a minus sign. Loave no cefls blank - be certain to enter "0™ wherever
required. Omit the "$" sign (n your response.)

CARMENS COOKIES
Retefl Responsibiity Center
Budgeted versus Actual Costs
For the Month Ending September 30
Actual Budget

Food (September)  (September) Difference

Flour $ 2700 $ 2520 S 180

Eggs 6,500 6,240 260

Chocolate 2,100 . 2,400 -300

Nuts . . . -2,300 .- 2,400 -100

Other 2,700 2,640 60

Tolal food $ 18,300 s| 16200 sj 100

Labor

Manager $ 3,500 $ 380 $ 0

Other 1,850 1,675 25

Tota! labor $ 65,350 $ 8376 $ -25

Wifties 2,200 1,690 310

Rent 5,000 5,000 [

Total cookio costs $28850 8| 28465 S| 385

Murber of cooklos sold 38,400 | sad0 | 0

Leaming Objective: 01-03 Explaln how cost
Workshest Difteuity: Medium sccounting information is usad for decision making
and pesformance evaluation in organizations,
avard:
5 1w

points

Quince Products is a small company in Southern Cefifornia that makes jams and preserves. Recently, a
sales rep from one of the company's suppliers suggested that Quince could increase its profitabity by S0
percent if it introduced a second fine of products, packeged frut. She cffered to do the analysis and show
the company her agsumptions.

When Quince's management opened the spreadsheet sent by the sales rep, they noticed that there
were several biank cells. In the meantime, the seles rep had teken a job with a competitor and told the
managers at Quince that she could no longer advise them. Although they were not swre they should rely on
the analysis, thoy asked you to see f you could reconstruct the sales rep's analysis. They had boen
considering this new business afready and wanted to see If their analysis was close to that of an oulside
observer.

Requlred:
Fill in the blank cells. {Leave no cells blank - be certain to enter "0” wherever required. Omit the "$™
& "%" signs in your response.)

QUINCE PRODUCTS
Projectod Incoma Statement
For One Menth
Status Quo: % Increase Altemative
lo Product  (Decrease) Two Products Difference

Sales si 10,000 30% $ 13,600 $| 3,000

Costs

Material ‘ 2,000 40% 2,800 800

Labor ‘ 2,500 20% 3,000 8500

Rent 1,800 0% 1,800 [

40f8 9/24/2012 10:04 PM



Assignment Print View
Depreciation 400 25% $60 100
Utlities 200 2% | 25 | 80
Other 700 | 50 % 1,050 350
Total costs $7.600 s] 9400 S| 1800
Operating profit $2400 | s0% s| 3600 $| 1200
Explanaiion:

Opereting profit (% Increase / Decrease) = from statement that profit would increase by 50%
Operating profit (Alternative; Two Products) = $2,400 x 1.50
proft (Difference) = $3,600 - $2,400
Sales (Status Quo: Single Product) = $13,000/ 1.30
Seles (Difference) = 13,000 —~ 10,000
Total Costs (Alternative: Two Products) = $13,000 - 3,600
Tota) Costs (Difference) = $7,600 - $9,400
UtiRties (Altemnative: Two Products) = $200 x 1.25
\Rities (Difference) = $250 — 200
Other (3 Increase / Decreass) = $350 + 700
Labor plus rent with a single product is $ 4,300 ( = $ 7,600 - $ 2,000 — $400 -~ $200 -~ $700)
Labor plus rent with two product is $ 4,800 ( = $ 9,400 - § 2,800 - $ 500 - $ 250 — §1,050)
The increaso of $ 500 { = $ 4,800 — 4,300 ) tn the labor pius rent is all due to the 20% Increase In tabor
because there is no change in rent). Therefore, Labor with a single product must be $ 2,560 (= $ 5,00 +

0% - - .
Rent with a singlo product (and with two products) is $ 1,800 (S 4,300 — $2,500, or $4,800 — $3,000)

htip://ezto.mhecloud.megraw-hill.com’/hm_accounting,tpx

Worksheet . Diffculty: Medium

State Universlly Business School (SUBS) offers several dagrees, inclixing Bachalor of ¢

Administration (BBA). mmmmmmmmmwmmw
is reviewing a stafl-doveloped income statement broken down by the degree offered. The dean is
considaring closing down the BBA program because the analysis, which follows, shows a loss. Tuition
increases are not possible. The dean has asked for your advice. if the BBA degree progrem is dropped,
mmmwmmmm but direct costs of the program, such as

operating costs, bulkiing meirtenance, and classroom costs, would be saved. There will be no other
changes [n the operations or costs of other programs.

STATE UNIVERSITY BUSINESS SCHOOL, BBA DEGREE

Degroee Income Statement
For the Academic Year Ending June 30

Reverun $395,000
Costs

Advertising—BBA program 25,000
Faculty salaries 205,000
Dagree operating costs (part-time staff) 28,000
Butkiing maintenance 32,000
Classroom costs (building depreciation) 75,000
Allocatad school administration costs 35,000
Total costs $400,000
Net loss $ (5,000)

Requirement 1:
What revenues and costs are probably differential for the decision to drop the BBA program?

STATE UNIVERSITY BUSINESS SCHOOL, BBA DEGREE
Degree Income Statement

Differential Rovenues and Costs
For the Academic Year Ending June 30

Revero s| 395000 |Differentia!
Costs

Advertising—BBA program | 25000 |Differential
Faculty salaries | 205000 |Differential
Degree operating costs | 28000 |DFferential
Buiiing meintenance | 32000 |Dfferential
Classroom cosis | 75000 |Oifferential

50f8
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Allocated schoc! administration costs | 0 |Not differential
Tota! costs s[ 285000
| Net differential gain from store s[ 30000
Roquirement 2:

What will be the net effect on the SUBS contribution (profit) If the BBA program Is dropped? (Omit the
“$" slgn In your responss.) :

Netincomowilbo|lower . byS| 30,000
Explanation:

STATE UNIVERSITY BUSINESS SCHOOL, BBA DEGREE
Statement

Degree Income
Differential Revenues and Costs
For the Academic Yoar Ending June 30
Revemse $395,000 Differential®
Advertising—BBA program 25,000 Qifferential®
Facufty salaries 205,000 Differential®
Degreo operating costs (part-timo staff) 28,000 Differential®
Buikling maintenance 32,000 Differentia®
Classroom costs (bullding depreciation) 75,000 Differential®
Allocated schoo! acministration costs 0 Not differential
Tota! costs $365,000

Net differential gain from BBA program  § 30,000

s These reveruas and costs are differential to the school, but might not be to the universlly i students
will transfer to other programs and i the faculty and buldings wil continue to be maintained by the

university,

b If some of the edvertising s “brand” advertising that benefits all progrems, some of the advertising
costs may not be differential.

http://ezto.mhecloud.mcgraw-hill.com/hm_accounting,tpx

Leaming Objective: 01-03 Expizin how cost

Workshoet Difficuity: Medium infocmation Is used for decislon making
end performance evatuation in organizations.
avand:
10.00
points

Vallsy Lawn & Tres, Inc., provides landscaping services in Eastmort. Renee Moffo, the owner, Is
concemad about the recent fosses the company has Incurred and is considering dropping (s lawn
services, which she feels are marginal to the company’s business, She estimates that doing so will result
in lost revenuas of $57,500 per year (including the lost tree businass from customers who use the
company for both senvices). The present manager will cortinue to supenvise the tree services with no
reduction in satary. Withowt the tawn business, Reneo estimates that the company will save 10 percent of

the equipment ieases, labor, and other costs. She aiso expects to save 12 percent on rent and wtilities.

(Before Dropping Lewn Services)
Sales reverus $ 380,000
Costs
Equipment leases $ 210,000
Lebor 50,000
Utiiities 17,800
Rent 34,500
Other costs 20,000
Menager's salasy 70,000
Total costs $ 402,300

Required :
(a) Prepare a report of tho differential costs and revenues if the lawn senvice is discontinued. (Leave no

9/24/2012 10:04 PM
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cells blank - be certaln to enter 0" wherever required. Negative emounts and differences
shotid be Indicated by a minus sign. Omit the "$" sign In your responsa. )

VALLEY LAWN & TREE, INC.
Income Statement
Status Quo: Altemative:
With Lawn Without Lawn

Servico Serico  _Difference
Sales rovenuo s[ seooo0 s[ 302500 s[ -67.600
Costs

Equipment leases -{ 210000 | 189,000 | -21,000
Lebor 50,000 45,000 -5,000
Ueities 17,600 15,664 2,136
Rent 34.500 30,360 2,140
Other costs 20,000 16,000 -2,000
Manager's saiary 70.000 70,000 0
Total costs s[ o0 s[ Semozs S| 778

Operating profit (toss) S| 42300 s—mmr s

(b)Shoud Renee discontinue the tawn senvica?

N
Explanslion:
(e)
VALLEY LAWN & TREE, INC.
fncome Statement
Status Quo: Altermative:
With Lewn Without Lawn
Senvice Senvice
Sales reverus $ 360,000 $ 302,500 $ (57,500) (given)
Equipment lsases 210,000 186,000 (21,000) (= 10% x $210,000)
Labor §0,000 45,000 (5,000) (= 10% x $50,000)
Utikties 17,800 15,684 (2,138) (= 12% x $17,800)
Rent 34,500 30,380 (4,140) (= 12% x $34,500)
Other costs 20,000 18,000 (2,000) (= 10% x $20,000)
Manager's salary 70,000 70,000 (]
Total costs $ 402,300 $ 388,024 $(34,278)
Operating profit (loss) $ (42,300) $(85,524) $(23.229)
]

The decision to drop the lawn sarvice results in a differential loss of $23,224, so It is not profitable to drop
that service. Note that ondy differential costs and reverues figured in the decision. The manager's salary
did not changs, s0 it did not affect the decision.

Laaming Objective: 01-03 Our Framowark for
Worksheot Oificully: Mechum . ing Cost A o 8
swerd:
8 10.00
. mm

Assumo that Carmen's Cookias is preparing a budget for the month ending September 30. Management
prepares the budget by starting with the actuaf results for April that are shown below. Then, manzgement
considers what the differences in costs will be between April and September.

CARMENS COOKIES
Retail Responsibiily Center

Actual Costs For the

Month Ending April 30
Actuz!
(Apri)

Food

Flowr $ 2,200
Eggs 5,100
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Chocolate 1,500

Muts 2,250

Other 2.200
Total food $13,250
Labor

Manager $ 3.400
Other 1.700
Total tabor $ 5,100
WRRes 1.800
Rent 5,000
Tota) coolds cosis © $25280

Number of cookies scid 31,000

Management expacts cookio sales to b S percent greater in September than in Aprfl, and & expects
afl food costs (0.g., flour, eggs) to be 5 percent higher in September than in April because of the increase
in cookie sales. Management expects “cther® fabor costs to be 10 percent higher in September than in
April, partly becausa moro labor will be required in September and partly because employees wil got a
pay raise. The manager will got a pay raise that will increase the satary from $3,400 in April to $3,800 in
September. Utiities wil be 10 percent higher in September than in Aprl. Rent will be the same in
September as in April

Now, fast forward to early October end assume the following actual results occurred [n September:

Number of cookles soid 32,550
Flowr $ 3,000
Eggs 6,000
Chocolate 2,500
Nuts 2,000
Other 2,700
Manager's salary 3,800
Other labor 2,000
Utifities 2,600
Remt ... . 8000
Requtred:
Prepare a statement that compares tho budgsted and actiml costs. (Round your answers to the
nearest dollar amount. Negative amounts and differences should be indicated by a minus sign.
Leave no ceils blank - be certain to enter 0" wherever required. Omit the “$" sign in your
response.)
CARMENS COOKIES
Retall Responsibiity Center
versus Actual Costs
For the Morth Ending September 30
Actual
Food (September)  (September) Difference
Flowr $ 3,000 $ 2310 $ 650
Eggs 6,000 6,355 645
Chocolate 2,500 1,575 8§25
Nuts 2,000 2,363 -383
Other 2,700 2310 350
Total food $18200 ] 13913 s| 2287
Labor
Manager $ 3,800 $ 3800 § 0
Othar 2,000 1,670 130
Total labor $ 5,800 $ §770 S 130
(Ritties 2,600 2,090 510
Rent §,000 5,000 /]
Total cookie costs $ 29,700 s| 28m3 8| 28277
e N " oerpe - -
Warkakast Ditadty: Medium Assassing Cost Accounting Systams
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1.

M"E'&é—"“a eperont Auriants (MA), th et st s Fodobing an eticl v o o o
2: fesign from the organization.
2 celithe IMA's ethics hottine.
< report the croumstances to a local newspaper.
< consult with an objective, independent advisor.
—:- discuss the situstion with an tmmediate supervisor,

nnmummmmmmmmmmmmmm

Topic: MA Code cf Ethics
Muttipte Cholce Diftautty: Medhrm faced by accountants and ways to deal with ethical
problems that you face in your career.
awerd:
2. 1.0
The vaiue chain comprises activities from rescatch and development through 9 production process, bit doas not Includs aetivitics ratated to tho distribution of products or
senvicos.
< Truo
—»=: Fegise
distribution ls included in the value chain
Topic: Vstue Chain
Leaming Objective: 01-01 Doscribe the way managers
True / False Dificulity: Easy use accounting infonmation to create vaius in
organtzations.
avwert:
3. t®
- ~ B oost diver s 3 veriibis thdl causes cosis. T - —— —_—
o True
& False
this Is the definifon of the term
Topic: Costs for Decision Making
Leaming Objectiva: 01-03 Explain how cost
Truo / Faiso DiBeulty: Easy eccounting infonmation I3 usod for decision making
and perfermance evatuation in organizations.
awant:
4. wo
——____points . -
Amwgnboadamtm wsmnnhurwtamdm;wnfumm
< True
- False

a responsidiiity center can be any of thess

Topic: Casts tor Control and Evaluation

Leaming Objective: 01-03 Expizin how cost

True / Fatso Difficuity: Medlumn gecounting informetion is used for decision making
and performance evaluation in organizations.
amrk
5 1w
Pﬂm . — - e
The process of creating a formal pian and transiating goals into a quantitative fommat ls (CMA adaptod)
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this is the definition of budgeting

Tepic: Costs for Contro! and Evaluation

Multiplo Cholce Difticulty: Easy

owerd:
6. 1.0
Which £etd of sccounting emphasizos relovancy over comparabiity?
-5 Cost eocounting.
+: Financlal gcoounting.
" Roesponsidillty sccounting.
* - (ntemnationa) accounting.
this Is a fundemental coneept of cost accounting

Tmcmwm.wnmwns

Learming Objective: 0102 Distinguish betwosn the
uses and users of cost accounting and nancial
accounting information,

Sultiplo Cholce Oifficully: Easy
vt
7. 1
——....bolnts I -
The justin-tmo (JIT) methods of production focuses on
-+ {ncreasing sales revenus.
—* toduting inventories.
- increasing customer service,

< increasing product quallty.
the focus is on reducing inventordes, the other items are afl results or outcomas

Tepic: Cost Accounting in Production

Leaming Objectiva: 01-02 Distinguish between the
uses and users of cost accounting.and fnancial
acoounting information.

Muitiple Cholce Difficulty: Easy

8.

Leaming Objective: 01-04 Kentify current trends in

mummawmm.mw'&wm&a&maﬁmbb
~". Fesign tromthe ogenization,
- calltho IMA's ethics hotiine.
< repert the dreumsiances to a local newspaper.
= consuft with an objective, independent edvisor.
™ discuss the situation with en immediate supervisor.

cesigning s a last step, tho othar four atiempt to resolve the dilenwma

Topic: IMA Code of Ethics
e e e e e e a e N 01:65
Murltipto Cholco Difficulty: Medium faced by cocountants and ways to deal with ethical
problems that you tace in your career.

svant
9. 100

points

According to the (nstiute of Management Accountants (IMA), the first step In resolving an ethical diemma s to

< resign from the organtzation.

20f4
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* cafithe [MA's ethics hotline.

°  report the crcumstances to a tocal newspaper.

- consuit with &n objective, independent advisor.
-7 discuss the situation with en immediate supervisor.

it Is best to deal with the immediata problem befora bringing in cutsiders

Topic: IMA Codo of Ethics

Leaming Objective: 01-05 Understand ethical issues
Muttipte Cholce Dificudty: Medium faced by accountants and ways to deal with ethical
. . problems that you face in your career.

0. &

poits . __ o o . S o
Which of tho following s not ons of the overarching ethical principtos of the tstitute of Managemsni Acosuntants (IMA) Code of Ethics?

—" Competance
- Responsiiiity
1 Honesty
" Objectivity
" Faimess
based on the Codo of Ethics
Topic: IMA Codo of Ethics
) o Legming Oblective: 01-05 Understand ethical lssues
Multiple Cholce Diffculty: Medivm i faced by accountants end ways to deal with ethical
problems that you fece in your carecr.
awark:
1. 1000
77 7 Tno systomthat identHcs the costs of producing low-quellly Hems s cailed T T - - T
-+ customer refationship management
~ distribution chain
- total qualtty menagement
- cOst of qually
T enterprise resource planning
this is a definition of cost of quallly
Tople: Cost Accounting in Customer Service
Suttiplo Cholco Diticuty: Medium mwmmwmmm
awend:
12. 100
points _ )
A management method by which the organization sseks to excel on all dimensions of qualily Is called
< customer relationship management
= distrtbution chain
- totel quaily menagement
" cost of quafity
" enterprise resource planning
key words ere "management methed®; cost of quallly is a measurement approach
Topic: Cost Accounting in Customer Service
Multipis Cholco Oifficutty: Mod :::nmoqm:m-oamwemmm

svant
13 10.00
T Coststhal change in response to a particutar course of action ere
—?: differential costs
¢ cost-benefil enalysis
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Tepic: Costs (or Decision Making

Leaming Objective: 01-03 Explain how cost
Multipte Cheolce Dificuity: Easy emummmﬂbm;fwdmm
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