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Managerial	accounting	variable	costing	and	segment	reporting



Managerial	accounting	chapter	6	variable	costing	and	segment	reporting	solutions.

The	trackable	fixed	costs	must	be	separated	from	the	common	fixed	costs	to	enable	calculation	of	a	segment	margin.	Gamelans	are	sold	for	$850.	The	data	selected	for	the	companyâ¤?s	operations	last	year	follows:	2.Under	variable	costing,	only	variable	manufacturing	costs	are	included	in	product	costs.	Not	at	all.	.	$30,000	c.	14	Ex	6-1:	Ida	Sidha
Karya	Company	is	a	family	business	located	in	the	village	of	Gianyar	on	the	island	of	Bali,	Indonesia.	Variable	costing.	Direct	materials,	direct	labor,	and	variable	manufacturing	costs	are	treated	as	product	costs.	Only	variable	production	costs.	For	example,	the	landing	fee	paid	to	land	a	plane	at	an	airport	is	traceable	to	the	flight	in	question,	but	is
not	traceable	to	passengers	in	first	class,	business	class	and	economy	class.	How	much	would	be	allocated	to	the	bar	if	the	bar	occupied	1,000	square	feet	and	the	restaurant	9,000	square	feet?	2.	Segment	manager	salary	34	Identifying	common	fixed	costsFixed	common	costs	arise	due	to	the	overall	operation	of	the	company	(more	than	one	segment)
and	would	not	disappear	if	any	segment	were	eliminated.	51	Quick	Check	Ã¯Â¿Â¼	How	much	of	the	$200,000	common	fixed	cost	can	be	avoided	by	eliminating	the	bar?	DM	DL	VMOH	Fixed	OH	manufacturing	costs	are	treated	as	period	costs	and	are	expensed	as	selling	and	administrative	costs	in	their	entirety	each	period.	NoThe	profit	was	$44,000
before	the	elimination	of	the	bar.	35	Segment	Margin	The	segment	margin,	which	is	calculated	by	subtracting	a	segment's	traceable	fixed	costs	from	its	contribution	margin,	is	the	best	indicator	of	a	segment's	long-term	profitability.	Thus,	net	operating	profit	under	the	absorption	costing	approach	is	$6,000	higher	than	under	variable	costing.
Common	Traceable	39	Levels	of	Segmented	StatementsWebber,	Inc.	has	two	divisions.	The	contribution	margin	is	Taking	sales	less	variable	costs.	General	expenses	$	150,000	units	produced,	000	produced,	000	sodatluser	ed	o£Ã§Ãartsnomed	amu	eraperP	.000.002	$	SU	ed	mumoc	oxif	otsuc	o	racola	arap	esab	omoc	odasu	ajes	sodardauq	s©Ãp	so
euq	ahnopuS	-	25	.cnI	,beW	ad	adip¡Ãr	o£Ã§Ãacifirev	a	odnasu	anoicnuf	ossi	omoc	rev	somaV	.otudorp	od	sotsuc	omoc	sodatart	o£Ãs	adÃas	a	moc	mairav	euq	o£Ã§Ãacirbaf	ed	sotsuc	so	sanepA	-	lev¡ÃiraV	ed	sotsuC	lev¡ÃiraV	sotsuC	2	6	retpahCtnemeganaM	arap	satnemarreF	:siev¡ÃiraV	sotnemgeS	e	sotsuC	ed	oir³ÃtaleR	1	?sodabaca	sairodacrem	ed
seuqotse	e	sossecorp	me	ohlabart	o	arap	serolav	seroiam	so	o£Ãrizudorp	sodot©Ãm	siauQ	¯Ã	¯Ã	adip¡Ãr	o£Ã§ÃacifireV	71	...	ednepeD	.sonretxe	soir³Ãtaler	arap	o£Ã§Ãrosba	ed	sotsuc	megixe	SRFI	e	PAAG	.S.U	otnaT	weiV	labolGaserpmE	sodatluseR	ed	aihnapmoC	06	.edadinu	ad	otudorp	od	otsuc	o	ranimreted	oa	sodÃulcni	o£Ãtse	,soxif	eââ	siev¡Ãirav
,o£Ã§Ãudorp	ed	sotsuc	so	sodot	,o£Ã§Ãrosba	ed	oietsuc	bos	:amrof	etniuges	ad	odanimreted	©Ã	otudorp	od	otsuc	O	SEDADINU	ED	OTSUC	ED	OTSUC	31	:LEVÃNOPSID	OÃÃAMROFNI	etniuges	o	moc	otudorp	ocinºÃ	mu	zudorp	ynapmoC	yevrahSnoitatupmoC	tsoC	tinU	21	sotsuC	savitartsinimda	sasepsed	e	axif	adnev	ed	sotsuC	savitartsinimda
sasepsed	e	lev¡Ãirav	adnev	edââ	siev¡Ãirav	sasepsed	axif	arutafunam	ed	arutafunam	ed	arutafunam	edââ	siev¡Ãirav	soterid	soterid	siairetam	ed	sotsuc	otudorp	ed	sotsuc	sod	sotsuc	ed	o£Ã§Ãrosba	ed	sotsuc	ed	o£Ã§Ãrosba	ed	sotsuc	ed	sotsuC	o£Ã§Ãrosba	ed	e	lev¡Ãirav	ad	lareg	o£ÃsiV	11	?otnemges	adac	ed	odataler	orcul	o	aires	lauq	,etnaruatser	oa	e
rab	oa	snumoc	sotsuc	sues	acola	DNALGAOH	o	eS	¼Â	¯Ã	adip¡Ãr	o£Ã§ÃacifireV	45	.aserpme	ad	etnediserp	mu	somet	adniA	?adanimile	res	arrab	a	eveD	¼Â	¯Ã	¯Ã	adip¡Ãr	o£Ã§ÃacifireV	65	!!!	amos	odut	aroga	,mumoC	megarruhsstsoC	ed	seµÃ§ÃacolA	55	.sodaretlani	mecenamrep	m©Ãbmat	edadinu	ad	sotsuc	ed	solucl¡Ãc	so	,adaretlani	uecenamrep
sadizudorp	sedadinu	ed	oremºÃn	o	e	,siatot	soxif	sotsuc	,edadinu	ropââ	siev¡Ãirav	sotsuc	sO	ecniSedadinU	52	ed	otsuC	ed	otsuC	52	sioD	onA	-	ynapmoC	yevraH	adner	ed	sodad	ed	sadidnetse	seµÃ§ÃarapmoC	42	edadinu	rop	6	$	SU	=	=	the	year	using	variable	costs.	44	Traceable	costs	âmay	become	correct	Common	previously	mentioned	fixed	costs
that	are	traceable	to	a	segment	may	become	If	the	enterprise	is	split	into	smaller	segments.	Some	of	it.	d.	The	fixed	manufacturing	overhead	released	from	the	inventory	of	5,000	units	at	$6	=	$30,000.	Absorption	costs	Variable	cost	Explain	the	difference	in	Ni	between	the	16	Quick	checks	-	What	does	everyone	produce	the	highest	values	for	the	work
in	processes	and	inventions	of	finished	goods?	3	Variable	and	Absorption	Cost	Overview	Product	Cost	Costs	Direct	Manufacturing	Material	Costs	of	Fixed	Manufacturing	Manufacturing	Manufacturing	Direct	Manufacturing	Variable	Selling	Overheadson	µ	5	VC:	The	product	cost	of	the	unitUnitCost	is	determined	as	follows:	at	variable	cost,	only
variable	production	costs	are		included	in	the	cost	of	the	product.	Explain	the	difference	in	NI	between	Methodsex	6-2:	See	data	in	exercise	6	-	1	for	IDA	Sidha	Karya.	The	cost	of	goods	sold	consists	of	variable	manufacturing	costs.	Prepare	a	declaration	of	the	format	of	the	contribution	segmented	by	µ,	as	desired	by	the	President.	Variable	cost	uses
the	declaration	of	results	of	the	contribution	format.	9	6-1	#2	Solution	10	Absorption	costs	Absorption	costs	-	Assigns	all	3	manufacturing	costs	as	product	costs,	including	variables	ââ	Overhead	$150,000	units	produced,	000	units	=	=	$6	per	unit	29	comparing	the	two	mA	©all	30	Key	insights	summary	(PG	241)	31	break	31	decentralize	and
ReportingQuick	Mart	segment	A	single	store	A	segment	A©	any	part	or	activity	of	an	organization	over	which	a	manager	seeks	cost,	revenue	or	profit	data.	No	57	Quick	Check	Â	20	Contribution	Format	Income	odoÃrep	odoÃrep	ed	sotsuc	omoc	sadatart	erpmes	o£Ãs	sasepsed	satsE	.2	51	.laicini	oir¡Ãtnevni	¡Ãh	o£ÃN	.adanoicpxe	©Ã	arutafunam	ed
agracerbos	a	adigirroC	adneR	ed	o£Ã§ÃacidnI	lev¡ÃiraV	ed	olpmexe	mU	.sotsuc	e	satiecer	s	Ã	etnemadauqeda	rednopserroc	arap	sotudorp	a	sodÃubirta	res	meved	o£Ã§Ãerroc	ed	o£Ã§Ãacirbaf	ed	sotsuc	sO	o£Ã§ÃrosbA	ed	sotsuC	susreV	lev¡ÃiraV	16	.000.02	$	SU	uo	otsuc	od	01/1	adacola	aires	arrab	A	000.05	$	SU	.c	?omoc	odatart	©Ã	ho	gfm	oxiF
.sam	,rodatupmoc	ed	o£Ãsivid	amuhneN	.ossi	oduT	.otudorp	od	o£Ã§ÃurtsnI	o£Ã§Ãrosba	ed	sotsuc	ed	adneR	12	.nalemag	mu	arap	edadinu	ad	otudorp	od	otsuc	o	eluclaC	.essecerapased	otnemges	oirp³Ãrp	o	es	opmet	od	ognol	oa	airecerapased	e	ralucitrap	otnemges	mu	ed	aicnªÃtsixe		Ã	odived	megrusââ	siev¡Ãertsar	soxif	sotief	soxif	sotsuc	ed
o£Ã§ÃacifitnedI	33	so§Ãivres	ed	ortnec	mU	.Ãn	bew	gnart	selep	o¡Ãc	gn	ºÂ¡Ãuq	n	·Â	ºÂ¡Ãhc	gn	Æ¤ÃN	hn¡ÃT	gN«Â	»Â¡ÃD	°Â	°Â	ºÂ¡ÃT	C	·Â	ºÂ¡ÃoH	n-	ºÂ¡ÃB	a§Â»Â	¡Ãc	ºÂ¡Ãc	gn	·Â	ºÂ¡Ãc	gn	£Â	Ãrt	t¯ÂºÂ¡ÃT	GNÆÃL	iuV	.1	:seµÃ§Ãamrofni	setniuges	sa	uevlovnesed	edadilibatnoC	ed	otnematrapeD	o	,etnemetneuqesnoC	.o£Ã§Ãiubirtnoc	ed	megram	amu
ed	olucl¡Ãc	o	etimrep	eââ	siev¡Ãirav	ed	soxif	sotsuc	so	arapes	euqrop	odasu	res	eved	o£Ã§Ãiubirtnoc	ed	otamrof	mu	:sadatnemges	adner	ed	seµÃ§Ãaralced	riurtsnoc	arap	sevahc	saud	¡ÃH	sadatnemges	adner	ed	sacitsÃtatse	arap	sevahC	63	opmeT	sorcuL	.ias	CV	euq	HOM	od	o£Ã§Ãrop	a	©Ã	atsE	.otudorp	od	sotsuc	son	sodÃulcni	o£Ãsââ	siev¡Ãirav
o£Ã§Ãudorp	ed	sotsuc	so	sanepa	,lev¡Ãirav	oietsuc	mE	.sadarapes	seµÃ§Ães	me	sodatsil	o£Ãsââ	siev¡Ãirav	e	soxif	sotsuC	.b	000.02	$	SU	.d	000.04	$	SU	.ednepeD	.lev¡Ãirav	oietsuc	a	uo	o£Ã§Ãrosba	a	bos	otudorp	ed	sotsuc	omoc	sadatart	o£Ãs	o£Ãn	savitartsinimda	e	sadnev	moc	sasepsed	sa	euq	etoN	064	$	otsuc	lev¡Ãirav	sotsuc	ed	sotsuc	ed	edadinU
04	aer©Ãa	lev¡Ãirav	ed	arutafunam	edââ	siev¡Ãirav	soterid	001	$	soterid	siairetaM	.acifingis	rodatupmoc	ed	o£Ãsivid	amuhneN	.adataler	ajes	sGOC	so	e	sadidnev	majes	sedadinu	sa	euq	©Ãta	sodatluser	ed	o£Ã§Ãartsnomed	a	arap	o£Ãv	o£Ãn	HOM	od	soxif	sotsuc	so	,o£Ã§Ãrosba	ed	oietsuc	bos	,ajes	uO	.odirrocni	odoÃrep	on	hom	od	soxif	sotsuc	ed
edaditnauq	a	adot	lev¡Ãirav	oietsuc	ed	sasepsed	saM	.lauta	odoÃrep	od	atiecer	a	artnoc	sodarboc	o£Ãs	sales:	yum!	Food	operates	or	licenses	Taco	Bell,	KFC,	Pizza	Hut,	and	Wingstreet	Restaurants	worldwide.	Fixed	manufacturing	costs	are	costs	and	will	be	incurred	even	if	nothing	is	produced.	b)	Excellent	tool	for	internal	decision-making	purposes.
47	Trackable	costs	can	become	common	costsDirectly	tracked	fixed	costs	for	the	Television	Division	$80,000	+	$10,000	=	$90,000	48	Common	costs	and	segmentsCommon	costs	should	not	be	arbitrarily	allocated	to	segments	based	on	the	logic	that	Ã¢â'¬Å"someoneÃ¢â'¬â"¢s	costs	should	cover	the	common	costs	Ã¢â'¬Â	for	two	reasons:	This
practice	can	make	a	profitable	business	segment	appear	unprofitable.	42	Segmented	statement	levels	43	Segmented	statement	levelsCommon	costs	should	not	be	allocated	to	divisions.	Since	absorption	costs	are	necessary	for	external	reporting,	most	companies	also	use	them	for	internal	reporting,	rather	than	incurring	the	additional	cost	of
maintaining	a	separate	variable	cost	system	for	internal	reporting.	No	computer	division	manager.	Suppose	the	company	uses	variable	costing.	6	Ex	6-1:	The	Ida	Sidha	Karya	Company	is	a	family	business	located	in	the	village	of	Gianyar	on	the	island	of	Bali,	Indonesia.	Segment	1	Segment	2	Segment	3	Segment	4	49	Quick	Check	Ã¯Â¿Â¼	Suppose
Hoagland's	Lakeshore	has	prepared	its	segmented	income	statement	as	indicated.	59	Ex	6-11	#2	As	a	result	of	a	marketing	study,	the	president	believes	that	sales	in	the	West	Division	could	be	increased	by	20%	if	monthly	advertising	in	that	division	was	increased	by	$15.	Would	you	recommend	increasing	advertising?	Notice	in	part	(1)	that	$6,000	of
fixed	manufacturing	overhead	has	been	deferred	in	inventory	to	the	next	period.	18	Deferred	Fixed	MOH	under	ACAs	absorption	costing	defers	the	expenditure	of	fixed	MOH	costs	by	holding	them	in	inventory	account(s)	until	the	units	are	sold.	They	produce	the	same	values	for	these	These	costs	would	remain	even	if	one	of	the	divisions	µ	be
eliminated.	If	we	eliminate	the	bar,	the	profit	drops	to	$30,000!	58	Ex	6-11:	Wingate	Company,	a	wholesale	distributor	of	has	been	making	losses	for	some	time	now,	as	demonstrated	by	its	most	recent	output	in	the	form	of	a	monthly	contribution,	as	follows:	In	an	effort	to	isolate	the	problem,	the	president	asked	for	a	declaration	of	income	segmented
by	division.	41	Segmented	Statement	LevelsOur	approach		segment	reporting	³	use	the	contribution	format.	µ	a)	The	data	selected	for	the	operations	Â	company	last	year	Â	follow:	1.	Trang	web	n	y	phÃãÂ¥	thuÃac	v							o	doanh	thu	tÃãÃ"Â	7	Income	Statement	Comparison	8	Ex	6-2:	Please	refer	to	the	data	in	Exerc	6Ã	Â1	for	Ida	Sidha	Karya
CompanyEx	6-2:	Please	refer	to	the	data	in	Exerc	6Ã	Â1	for	Ida	Sidha	Karya	Company.	example!	45	Tracable	costs	can	become	common	costsÂ	ÂTelevision	division	of	the	Regular	Television	Division	Big	Screen	Television	Division	Product	Lines	46	Tracable	costs	can	become	common	costsWe	have	obtained	the	following	information	µ	the	Regular	and
Big	Screen	segments.	Segment	margin	is	the	best	indicator	of	long-term	profitability	for	a	segment	because	it	is	calculated	only	with	the	costs	caused	by	that	segment.	If	a	segment	Â	Â	can	cover	its	own	³,	then	that	segment	should	probably	be	dropped.	22	Comparing	the	Two	Men	©all	23	Comparing	the	Two	Men	©all	We	can	reconcile	the	difference
between	the	absorption	and	the	variable	income	as	follows:	Fixed	manufacturing.	26	Variable	Cost	Calculation	Revenue	Statement	Contribution	Format	All	fixed	manufacturing	overheads	are	expensed.	The	Absorption	Cost	Results	(GAAP)	statement	prepared	by	the	Accounting	Officer	Â	Â	company	for	last	year	appears	below:	The	difference	in	net
operating	income	between	variable	cost	and	absorption	cost	can	be	explained	by	deferral	001	001	$SU	soterid	siairetaM	.otudorp	od	sotsuc	son	sodÃulcni	o£Ãs	)soxif	e	siev¡Ãirav(	ocirbaf	ed	sotsuc	so	sodot	,o£Ã§Ãrosba	ed	sotsuc	soN	.o£Ã§Ãrosba	ed	otsuc	od	odot©Ãm	o	odnuges	uerroco	euq	oir¡Ãtnevni	on	o£Ã§Ãudorp	ed	soxif	sotsuc	yb	detanimile	eb
tonnac	tsoc	dexif	nommoc	A?	rab	eht	gnitanimile	yb	dediova	eb	nac	000,002	$	fo	tsoc	dexif	nommoc	eht	fo	hcum	woH	Â¼Â	Ã¯	kcehC	kciuQ	05	.gnitsoc	elbairav	dna	noitprosba	htob	gnisu	emocni	gnitarepo	ten	etupmoc	sÂ	Â	Ã	¢	Tel,	Won	.tsoc	tcudorp	tinutnemetats	Emocni	Gnitsoc	Noitprosba	72	daehrevo	gnirutcafunam	dexiF	.tnemetats	emocni	sÂ	Â
Ã	¢	noisiviD	noisiveleT	eht	ta	ylesolc	erom	kool	sÂ	Â	Ã	¢	teL	.gnitsoc	noitprosbA	.ynapmoC	yevraH	rof	noitamrofni	lanoitidda	gniwollof	eht	emussa	sÂ	Â	Ã	¢	teLstnemetatS	emocnI	gnitsoC	noitprosbA	dna	elbairaV	91	.enohpolyx	a	ot	ralimis	si	taht	nalemag	a	dellac	tnemurtsni	lacisum	esenilaB	detfarcdnah	a	secudorp	ynapmoc	ehT	.HOM	dexif	eht	fo
eceip	a	sniatnoc	tsoc	tcudorp	tinu	hcaE	HOMF	HOMV	LD	MD	.rewsna	ruoy	troppus	ot	snoitatupmoc	wohS	.hcae	03	$	fo	ecirp	a	ta	RAEY	EHT	GNIRUD	DLOS	EREW	STINU	000.02	.B	Sey	.000,	002	$	fo	tsoc	dexif	nommoc	eht	gnitacolla	rof	sisab	eht	sa	desu	si	teef	erauqs	esoppus	Â¼ÂƒÃƒÂ	kciqs	kciuq.000,02	$	RO	TSOC	EHT	35	000,05	$	.stiforp	ot
noitubirtnoc	SÂ	Â	Ã	¢	noisiveleT	si	nigram	tnemgeS	.tnemges	rehtona	fo	tsoc	dexif	nommoc	a	eb	yam	tnemges	eno	fo	stsoc	dexif	elbaecart	eht	taht	ezilaer	ot	tnatropmi	si	tIstsoC	nommoC	emoceB	naC	stsoC	elbaecarT	73	.tamrof	noitubirtnoc	eht	sesu	gnitroper	tnemges	ot	hcaorppa	ruOstnemetatS	detnemgeS	fo	sleveL	04	.2:	woleb	sraeppa	raey	tsal	rof
tnatnuocca	sÂ	Â	Ã	¢	ynapmoc	eht	yb	deraperp	tnemetats	emocni)	PAAG	(gnitsoc	noitprosba	ehT	.gfm	dexiF:	swollof	sa	emocni	elbairav	dna	noitprosba	neewteb	ecnereffid	eht	elicnocer	nac	eWsdohteM	owT	eht	gnirapmoC	82.	lortnoc	tonnac	yeht	stsoc	rof	elbatnuocca	dleh	eb	ot	sreganam	secrof	stsoc	dexif	nommoc	gnitacollA	.1	007	$	tsoc	tcudorp	tinu
gnitsoc	noitprosbA	042)	stinu	052	Â	·	Ã	000,06	$	(daehrevo	gnirutcafunam	dexiF	04	daehrevo	gnirutcafunam	elbairaV	robal	one	of	the	segments.	segments.
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