B KBNS w58 E Ly 55 4 A

HiEl: CRERWRN 24 BE: gie

1.Gver the past few months, Alpha Company produced and sold 20,000 units of
A product each month.Monthly costs for A product are as follows: .

Direct materials 140,000
Direct {abor 70,000
Variable factory gverhead 20,000
Fixed factory overhead 90,000
Variable niarketing expenses (shipping and sales co mmissions} 40,000
Allocated marketing and administrative eXpenses 60,000

Total costs 5320,000

The normal sales price is $25 per unit.One of the company's salespersons
has been negotiating a contract with a Prospective customer who has offered to
purchase 30,000 units of A product for $12.5 per unit. The salesperson does not -
expect any repeat business from this customer after this sale and does not beli-
eve that this sale will affect the normal sales of A product. Alpha has a produc-
tion capacity sufficient to produce only 30,600 units of A product. As a GOnseq-
uence,the company would have to rent additional equipment at a cost of
$10,000 and pay overtime in the amount of $20,000 in order to manufacture the
additional quantity of A product required.

Required:
(1) Prepare a differential cost analysis showing whether or not Alpha should
accept this special order (2 0%)
(2) What factors should Al pha have considered before deciding whether or not
to accept this special order?(5%)

£.The balance sheet of Beta Services Corparation includes the following infor-
mation ;

Stockholders' Equity
Preferred stock, 7%, cumulative and nonparticipating,$ 100 par

value,authorized and issued 3 000 shares 300,000
Common stock,no-par value, 50,000 shares authorized and issued 500,000
Retained earnings 125 000
Total stockholders' eruity $995 000
Required;

(1)Assume that the preferred stock has a call price of $108 plus any divide-
nds in arrears. Calculate the book value per share of the preferred and
commaon stocks under each of the following assumptions:
a.There are no dividends in arrears on the preferred stock.(5%)
b.One year's dividends are in arrears on the preferred stack.(5%)
c.Three years' dividends are in arrears on the preferred stock {5%)

{2)Please describe the meaning and significance of the market value book
value,and liquidation value of corporate stock {10%)
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