7) If the actual hourly rate is greater than the standard hourly rate, the labor rate variance is
labeled unfavorable (U).
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Answer: TRUE

8) The labor efficiency variance is labeled favorable (F) if the actual hours used is less than the
standard hours allowed for the actual output.
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Answer: TRUE

9) When more hours of labor time are necessary to complete a job than the standard allows, the
labor efficiency variance is unfavorable.
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Answer: TRUE

10) The variable overhead efficiency variance measures the difference between the actual level
of activity and the standard activity allowed for the actual output, multiplied by the variable part
of the predetermined overhead rate.
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Answer: TRUE

11) The following materials standards have been established for a particular product:
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Standard quantity per unit of output 4.6 grams
Standard price $ 15.05 per gram

The following data pertain to operations concerning the product for the last month:

Actual materials purchased 3,100 grams
Actual cost of materials purchased $ 44,020
Actual materials used in production 2,400 grams
Actual output 300 units

What is the materials quantity variance for the month?
A) $9,940 U
B) $15,351 U



C) $14,484 U
D) $10,535U

Answer: B
Explanation: SQ = 4.6 grams per unit X 300 units = 1,380 grams

Materials quantity variance = (AQ — SQ) x SP
= (2,400 grams — 1,380 grams) x $15.05 per gram

= (1,020 grams) x $15.05 per gram
=$15,351U

12) Suver Corporation has a standard costing system. The following data are available for June:
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Actual quantity of direct materials purchased 24,000 pounds
Standard price of direct materials $  6.00 per pound
Material price variance $ 6,000 Unfavorable
Material quantity variance $ 2,400 Favorable

The actual price per pound of direct materials purchased in June was: (Round your
intermediate calculations to 2 decimal places.)

A) $6.10 per pound

B) $5.90 per pound

C) $6.25 per pound

D) $6.30 per pound

Answer: C
Explanation:
Materials price variance = AQ x (AP — SP)

$6,000 U = 24,000 pounds x (AP — $6.00 per pound)
$6,000 = 24,000 pounds x (AP — $6.00 per pound)

AP — $6.00 per pound = $6,000 + 24,000 pounds
AP — $6.00 per pound = $0.25 per pound

AP = $6.00 per pound + $0.25 per pound

AP = $6.25 per pound



13) Bailey Corporation manufactures orange safety suits for road workers. The following
information relates to the corporation's purchases and use of material for April:
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Material purchased 12,000yards
Material used in production 10,000yards
Standard material allowed for suits produced 10,800yards

The company's materials price variance for April was $3,000 Favorable. Its materials quantity
variance for April was $5,000 Favorable. What does the company use as a standard price per
yard of material for its safety suits?

A) $5.75 per yard

B) $6.50 per yard

C) $6.25 per yard

D) $6.00 per yard

Answer: C
Explanation: Materials quantity variance = (AQ — SQ) x SP

$5,000 F = (10,000 yards — 10,800 yards) x SP
—$5,000 = (10,000 yards — 10,800 yards) x SP
~$5,000 = (~800 yards) x SP

SP = $5,000 + 800 yards = $6.25 per yard



14) The following materials standards have been established for a particular product:
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Standard quantity per unit of output 53 meters
Standard price $ 17.20 per meter

The following data pertain to operations concerning the product for the last month:

Actual materials purchased 8,100 meters
Actual cost of materials purchased $ 141,345

Actual materials used in production 7,600 meters
Actual output 1,400 units

What is the materials price variance for the month?
A)$3,141U
B) $2,025 U
C) $8,600 U
D) $8,725U

Answer: B
Explanation: Materials price variance = (AQ x AP) — (AQ x SP)

=$141,345 — (8,100 meters x $17.20 per meter)

=$141,345 - $139,320
=$2,025U

15) The following labor standards have been established for a particular product:

Standard labor-hours per unit of output 8.7 hours
Standard labor rate $ 18.10 per hour

The following data pertain to operations concerning the product for the last month:

Actual hours worked 3,800 hours
Actual total labor cost $ 67,640
Actual output 500 units

What is the labor efficiency variance for the month?
A) $9,790 F
B) $11,095 U



C) $9,955 F
D) $11,095 F

Answer: C
Explanation: SH = 500 units x 8.7 hours per unit = 4,350 hours

Labor efficiency variance = (AH — SH) x SR
= (3,800 hours — 4,350 hours) x $18.10 per hour

= (=550 hours) x $18.10 per hour
=$9,955F



16) Zanny Electronics Corporation uses a standard cost system for the production of its water ski
radios. The direct labor standard for each radio is 0.9 hours. The standard direct labor cost per
hour is $7.20. During the month of August, Zanny's water ski radio production used 6,600 direct
labor-hours at a total direct labor cost of $48,708. This resulted in production of 6,900 water ski
radios for August. What is Zanny's labor rate variance for August?
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A) $972 Favorable

B) $1,188 Unfavorable
C) $2,160 Favorable
D) $2,808 Unfavorable

Answer: B
Explanation: Labor rate variance = (AH x AR) — (AH x SR)

= $48,708 — (6,600 direct labor-hours x $7.20 per direct labor-hour)
= $48,708 — ($47,520)
=$1,188 U

17) Viger Corporation has a standard cost system in which it applies manufacturing overhead to
products on the basis of standard machine-hours (MHs). The company has provided the
following data for the most recent month:
Al Sl el Galad e claiiall e ieamil) dabal) il agh Guba s 460S5 JUsi Viger 48 sl
ed AY A ULl A4S i) s (MHs)

Budgeted level of activity 9,700 MHs
Actual level of activity 9,900 MHs
Standard variable manufacturing overhead rate $  6.30 per MH
Actual total variable manufacturing overhead $ 60,390

What was the variable overhead rate variance for the month?
A) $2,000 Favorable

B) $720 Favorable

C) $1,260 Unfavorable

D) $1,980 Favorable

Answer: D
Explanation: Variable overhead rate variance = (AH x AR) — (AH x SR)



=$60,390 — (9,900 hours % $6.30 per hour)
=$60,390 — $62,370
=$1,980 F

18) Pleiss Corporation applies manufacturing overhead to products on the basis of standard
machine-hours. The company's standard variable manufacturing overhead rate is $2.40 per
machine-hour. The actual variable manufacturing overhead cost for the month was $5,240. The
original budget for the month was based on 2,100 machine-hours. The company actually worked
2,270 machine-hours during the month. The standard hours allowed for the actual output of the
month totaled 2,280 machine-hours. What was the variable overhead efficiency variance for the
month?
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A) $24 Favorable

B) $232 Favorable
C) $208 Favorable
D) $432 Unfavorable

Answer: A
Explanation: Variable overhead efficiency variance = (AH — SH) x SR

= (2,270 hours — 2,280 hours) x $2.40 per hour
= (~10 hours) x $2.40 per hour
=$24 F

19) A spending variance is the difference between the amount of the cost in the standard
planning budget and the amount of the cost in the flexible budget.
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Answer: FALSE

20) Material price variances are often isolated at the time materials are purchased, rather than
when they are placed into production, to facilitate earlier recognition of variances.
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Answer: TRUE
21) A quantity standard indicates how much of an input should be used to make a unit of product
or provide a unit of service.
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Answer: TRUE

22) The standard quantity or standard hours allowed refers to the amount of the input that should
have been used to produce the actual output of the period.
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Answer: TRUE

23) When using a flexible budget, a decrease in activity within the relevant range:

A) decreases variable cost per unit.
B) increases variable cost per unit.
C) decreases total costs.
D) increases total costs.

Answer: C

24) A budget that is based on the actual activity of a period is known as a:
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A) continuous budget.
B) flexible budget.
C) standard budget.
D) master budget.

Answer: B



