Units 17-22 Test Answer Key
1. The Office Equipment Company manufactures some 3-drawer file cabinets. Each cabinet is stored in a box measuring 3.8 feet high, 1.5 feet wide, and 2.5 feet long.  How many cubic feet of space does Office Equipment need to store 1200 file cabinets?
  14.25 ft3 x 1200 = 17,100 ft3
2. Motel Seven hired 4 high school students to clean its swimming pool.  Each student worked for 2 hours at an hourly rate of $7.45.  The materials charge was $43.70.  What was the total charge for this service?  $103.30
3. The Huston Corporation used 15,400 kilowatt-hours of electricity with a peak load of 120 kilowatts in April.  The demand charge is $6.40 per kilowatt.  The energy charge per kilowatt-hour is $0.08 for the first 10,000 kilowatt-hours and $0.06 for all kilowatt-hours over 10,000.  The fuel adjustment charge is $0.04 per kilowatt-hour.  What is the total cost of electricity for the Huston Corporation for April?  $768 + $800 + $324 + $616 = $2508
4. The Foster Machine Company pays $125,000 per year for security.  The company apportions the cost among its departments based on space.  The research department occupies an area that measures 60 feet by 60 feet.  The building contains 1,200,000 square feet.  How much does the research department pay for security? $375  

5. Solar Energy, Inc., is issuing 500,000 shares of stock.  Each share will be sold at $45.  The underwriting commission is 3% of the value of the stock.  The other expenses are expected to be 0.6% of the value of the stock.  If all the shares of stock are sold, what net proceeds will Solar Energy receive?  $22,500,000 - $675,000 – 135,000 = $21,690,000
6. The CPI for clothing is 186.3.  A sweater that cost $24.95 in 1967 would cost how much today?  ($24.95 x 186.3) / 100 = $46.48
Units 17-22, Part Two

How many RunAway models does Clarion Motor Coach have on its lot on October 1? 59

Item: RunAway

Stock Number: KT 4403 G

	Month of
	Opening Balance
	Receipts
	Issues
	Inventory at End of Month

	August
	75
	12
	8
	79

	September
	79
	15
	35
	59

	October
	59
	
	
	


The 75 in the opening balance were valued at $12,000 each, the 12 received in August were valued at $12,400 each, and the 15 received in September were valued at $12,600 each.  Using the average-cost method, what is the value of the inventory?  $900,000 + $148,800 + $189,000 = $1,237,800/102 = $12,135.29 average cot per unit; $1,237,800 value of inventory
Units 17-22, Part Three
Complete the payroll register.  Use the social security tax rate of 6.2% and the medicare tax rate of 1.45%.

	Name
	Gross Income
	FIT
	Soc. Sec
	Medicare
	SIT
	Total Ded.
	Net Pay

	Bisset
	$300.00
	$41.00
	$18.60
	$4.35
	$4.50
	$68.45
	$231.55

	Heller
	435.70
	64.00
	$27.01
	$6.32
	6.54
	$103.87
	$331.83

	Molnar
	405.00
	45.00
	$25.11
	$5.87
	6.08
	$82.06
	$322.94

	Stein
	425.65
	47.00
	$26.39
	$6.17
	6.38
	85.94
	$339.71

	Total
	$1566.35
	$197.00
	$97.11
	$22.71
	$23.50
	$340.32
	$1226.03


Units 17-22, Part Four
Central Copy purchased a new copy machine for $12,400.  The machine has an estimated life of 4 years.  The resale value is expected to be $1400.  Use the straight-line method to find the annual depreciation.  Find the book value after each year of use.  Depreciation = $2,750; After year 1 = $9650; After year 2 = $6900; After year 3 = $4150; After year 4 = $1400
Units 17-22, Part Five
The Running Shop had these assets and liabilities on May 31.  

Cash: $4500

Inventory: $28,000

Supplies: $356

Store Furnishings: $17,860

Unpaid Merchandise: $13,470

Taxes owed: $975

Bank Loan: $11,60

What are the total assets?  What are the total liabilities?  What is the owner’s equity?   Assets = $50,716; Liabilities = $26,045; Owner’s Equity = $24,671
Units 17-22, Part Six
Globe Manufacturing, Inc., prepares an annual income statement.  This past year, Globe had net sales of $800,000.  The cost of goods sold totaled $375,750.  Operating expenses included: wages and salaries totaling $165,970; depreciation and amortization totaling $19,590; interest paid totaling $15,540; product recall totaling $3596; and miscellaneous operating expenses of $6570.  Prepare an income statement for Globe Manufacturing.  Gross Profit = Net Sales - Cost of Goods Sold; Net Income = Gross Profit - Total Operating Expenses; Net Income = $212,984
Units 17-22, Part Seven
Hereford Ranch borrowed $48,500 for 120 days at the prime rate of interest.  When Hereford Ranch borrowed the money, the prime rate was 10.8%.  The bank charged ordinary interest at exact time.  What was the maturity value of the loan?  
Time is calculated 120/365 ≈ 0.33. 

I = 48,500 * 0.33 * 0.108 = $1,728.54.
Maturity Value = $48,500 + $1,728.54 = $50,228.54 (Answers may vary slightly due to calculation of time.)
Units 17-22, Part Eight
Carlton Manufacturing had $80,000 in surplus cash.  The financial manager decided to invest in a United States Treasury Bill with a face value of $80,000.  The bill matured in 126 days.  The interest rate was 9.8% ordinary interest at exact time.  The bank service fee was $25.  What was the cost of the Treasury bill?  
Time is calculated 126/365 ≈ 0.35.

I = 80,000 * 0.35 * .098 = $2,744 

 ($80,000 - $2,744) + $25 = $77,281 (Answers may vary slightly due to calculation of time.)
