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2.  Possible Activity Measures













1.  Level













Activity
Machines are set up between batches of different products.
The company’s grounds crew maintains planted areas surrounding the factory.
A percentage of all completed goods are inspected on a random basis.
Milling machines are used to make components for products.
Employees are trained in general procedures.
Purchase orders are issued for materials required in production.
The maintenance crew does routine periodic maintenance on general-purpose equipment.
The plant controller prepares periodic accounting reports.
Material is received on the receiving dock and moved to the production area.
The engineering department makes modifications in the designs of products.
The human resources department screens and hires new employees.
Production orders are issued for jobs.
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2.

Activity Cost Pool
Estimated Overhead Cost
Expected Activity
Activity Rate

































































































































































































Problem 3-2 (Continued)
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3. a.



Deluxe
Regular
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Manufacturing Overhead
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Manufacturing Overhead
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3. a.                                                           Product A
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X 200
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Activity Cost Pool
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3. a.                                                           Product A
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Accounts Receivable

Raw Materials































Work in Process

Finished Goods































Accumulated Depreciation

Manufacturing Overhead































Accounts Payable

Salaries and Wages Payable































Sales Commissions Expense

Administrative Salaries Expense































Sales Travel Expense

Advertising Expense
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Depreciation Expense

Cost of Goods Sold
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5.

AUCTION CORPORATION

Income Statement
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Serving a Party
Serving a Diner
Serving Drinks
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Cost per unit of activity
Serving a Party
Serving a Diner
Serving Drinks
Total
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Calculations:



















Analytical Thinking (Continued)
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1.  (continued)











Overhead costs charged to each product:
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Specialty



Activity
Amount
Activity 
Amount


















































































































































































































































































































































































































































































Overhead cost per unit of product:
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Direct Labor-Hour Base
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Communicating in Practice
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Date:

To:           Maria Graham

From:

Subject:  Overhead Allocation
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