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This test has four questions and a maximum of 40 points. Please use complete sentences when
answering the essay questions (no bullets, lists etc.)! Do not write on this exam paper, but provide your

answers in the answer sheet.

1)

No opening stock (Bhimani et al., 2019) (10 points)

Electronics Ltd manufactures microchips in large quantities. Each microchip undergoes assembly and
testing. The total assembly costs during January 2018 were:

Direct materials used €720 000
Conversion costs 760 000
Total manufacturing costs €1 480000

You are required to calculate and answer to questions:

1.

2)

3)

Assume there was no opening stock on 1 January 2018. During January, 10 000 microchips were
placed into production and all 10 000 microchips were fully completed at the end of January. What is
the unit cost of an assembled microchip in January 2018?
Assume that during February 10 000 microchips were placed into production. Further assume the
same total assembly costs for January are also incurred in February, but only 9000 microchips are fully
completed at the end of February. All direct materials had been added to the remaining 1000
microchips. However, on average, these remaining 1000 microchips were only 50 % complete as to
conversion costs.

a) What are the equivalent units for direct materials and conversion costs and their respective

equivalent-unit costs for February?

b) What is the unit cost of an assembled microchip in February?

Explain the difference in your answers to requirements 1 and 2.

Explain briefly (Bhimani et al., 2019) (10 points)
a) Define job-costing and process costing and explain how those differ from each other?
b) Why might the classification of a cost as a direct cost or an indirect cost of a cost object
change over time?

What is accounting conservatism? Provide three examples of accounting methods, discussed during
the course, in which the conservatism principle is reflected.

(Continued on the next page)



4) Attached are the consecutive balance sheets and income statement of XYZ Company. Using this
information, prepare cash flow statement for 2018 using indirect method.

XYZ Balance sheet, million €

December 31, 2017 December 31, 2018

Current assets:

Cash 50 35
Accounts receivable 38 30
Inventory 65 48
Prepaid insurance 12 20
Total current assets 165 133

Property, plant and equipment

At cost 90 100
Less: Accumulated depreciation (35) (20)
Net property, plant and equipment 55 80
Total assets 220 213
Current liabilities:

Accounts payable 20 18
Salaries payable 3 6
Rent payable 2 -
Advances from customers 6 9
Total current liabilities 31 33
Equity:

Common stock 165 160
Retained earnings 24 20
Total liabilities and shareholders' equity 220 213

XYZ Income statement for 2018, million €

Sales 270
Less:

Cost of goods

sold (145)
Salaries expense (68)
Rent expense (12)
Insurance

expense (5)
Depreciation expense (20)
Add:

Gain on sale of property, plant and equipment 3

Net income 23
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