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,'ﬂhmhﬁu All app Exercises are inConnect.  EA ngn—-l

each of the following companies, indicate whether job-order or process costing is more appropriate. W Exercise 3-23
Job-Order versus Process

service departmy

nt ¢
allocation, 107 gt

,K-::?neaﬂ of swimming pool chemicals,

service departmey, nons
E 9
- source documeng, ww 107 .!-__—._?2:3 _M: custom hot tubs and spas. et
supply chain, 89 Architeetural firm.
: anufacturer of ceramic tile.
throughput tim, Man
time), 106 € (or Cyele Pproducer of yogurt.
time _.o.“e:_ 91 Manufacturer of custom tool sheds.
two-stage Qha allocar: ‘Manufacturer of i clips.
‘underapplied Ocation, 1g, g, Engincering consulting firm.
f balloons.
3 overhead, 1 ufacturer o!
vol b e ‘Manufacturer of custom emergency rescue vehicles.
E ume-based cost driver, 9" ’
" Exercise 3-24

Fixed and Variable Costs,
Overhead Rate; Agribusiness
(LO 3-1, 3-4)

2 terms, and explaip the
& overhead cost distriby.
cost allocation, ang

culate the predetermined overhead rate under each of the following output predictions: 200,000
cens, 300,000 chickens, and 400,000 chickens.
yoes the predetermined overhead rate change in proportion to the change in predicted production?

g concepts are used ip
BS: as law practices ang

t driver? What is » 3 5 ] ) ) : 0 Exercise 3-25
i ] Educational Products started and finished job number B67 during June. The job required $4,600  o... j0, 001 Entries In Job-

‘material and 40 hours of direct labor at $17 per hour. The predetermined overhead rate is 85 ¢ 4., Costing

n_. a product-costing ect-labor hour. (LO 3-5)

are involved, and how

Prepare journal entries to record the incurrence of production costs and the completion of
B67.
et S ; = B Exercise3-26
switching from bsite of a film producer, such as Disney, MGM, or Warner Brothers. Job-Order Costing; Feature
s or throughput time  Disney Studios www.disney.com Film Production; Use of

Internet
(LO 3-1,3-3)

WWW.mgm.com
ier Brothers www.warnerbros.com

q ~ Read about one of the company’s recent (or upcoming) film releases. Then discuss why or
an accounting ] .? .ao—. oomn__m would be an appropriate costing Eﬁ:oa for feature film E.oa:n:c: io:_a

o I Exercise 3-27
ly manufactures finger splints for kids who get tendonitis from playing video games. The ;o1 0rger Costing Basics
(LO 3-2,3-4,3-5,3-6)

January 1 January 31
$125,000 $117,000
235,000 251,000
134,000 124,000
, fw tional data _uo:wE to January operations.
r material purchased $191,000
 labor 300,000
manufacturing overhead 175,000
115,000

selling and administrative exp
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Exercise 3-28
Cost Relationships; Normal
Costing System
(L03-2,34,3-6)

& Exercise 3-29
Job-Cost Record
(L03-2,33,39)

¥ Exercise 3-30
Schedule of Cost of Goods
Manufactured

(L0 3-2,3-4,35)

mulation in a Batch Production Environment
U

Chapter 3 Product Costing and Cost Acc

e of 60 percent of direct-]y
anufact overhead at the rate o : 3
The company applies manufacturing overhead is accumulated until the end of the

overapplied or underapplied manufacturing

Required: Compute the following amounts.

The company’s prime cost for January.

The total manufacturing cost for January.
The cost of goods manufactured for January.
The cost of goods sold for January.
The balance in the manufacturing ovel

W

rhead account on January 31. Debit or credit?

IS

(CMA, adapted)

McAllister, Inc. employs a normal costing system. The following information pertains
ended.

« Total manufacturing costs were $2,500,000.

« Cost of goods manufactured was $2,425,000.

« Applied manufacturing overhead was 30 percent of total manufacturing costs.

« Manufacturing overhead was applied to production at a rate of 80 percent of direct-labor ¢
»  Work-in-process inventory on January 1 was 75 percent of work-in-process inventory on Decc

T Just

Required:

1. Compute the total direct-labor cost for the year.

2. Calculate the total cost of direct material used during the year.

3. Compute the value of the company’s work-in-process inventory on December 31

(CMA, adapted)

Garrett Toy Company incurred the following costs in April to produce job number TB78, which
consisted of 1,000 teddy bears that can walk, talk, and play cards.

Direct Material
4/1/20x0 Requisition number 101: 400 yards of fabric at $.80 per yard

4/5/20x0 Requisition number 108: 500 cubic feet of stuffing at $.30 per cubic foot
Direct Labor:

From employee time cards for 4/1/20x0 through 4/8/20x0: 500 hours at $12 per hour
Manufacturing Overhead:

Applied on the basis of direct-labor hours at $2.00 per hour

On April 30, 700 of the bears were shipped to a local toy store.
Required:  Prepare a job-cost record using the information given above. (Use Exhibit 3-3 as a guide.)

——
Crunchem Cereal Company incurred the following actual costs during 20x1.

Direct material used ..

5,000

Direct labor .. LMk $275 =
Manufacturing overhead 120 k, M
252,000

The firm’s predetermined overhead rate i
ances were as follows:

Raw material ...
Workn process ... o $30,000
Finished goods T s e 39,000

PR NG

——,

o

Chapter3 | 1

Each of these inventory balances was 10 perce

Required:

1. Preparea schedule of cost of §

2. What was the costof g

% Build a spreadsheet: Construct an Excel
Show how the solution w
$281,000 and raw-material inven

Exercise 3-31

Reimel Furniture Company, Inc

Direct material used
Direct labor
Manufacturing overhead applied

0 were

shed, and products costing $132.000 were s

During 20x2, products costing $12
on account for $195,000. There were no purc
ances in the firm’s inventory accounts are as fc

ses of raw materia (

Raw material $2;
Work in process
Finished goods

Required:

1. Prepare T-accounts to show the flow
during 20x2.

2. Prepare a partial balance sheet and :
above. (Hint: See Exhibit 3-2.)

turing accounts

yrmation given

Exercise 3-32

Selected data concerning the past year’s operations of the Ozarks Manufacturing Company are as follows:

Inventories
Beginning Ending
Raw material . $71,000 $ 81,000
Work in process 80,000 30,000
Finished goods ... 90,000 (
Other data
Direct material used $326,000
Total manufacturing costs charged to production during the year
{includes direct material, direct labor, and manufacturing overhead iy
applied at a rate of 60% of direct-labor cost) 686,000
826 0
Cost of goods available for sale 826,000
31.5(C
Selling and administrative expenses Sl
Required:
L. What was the cost of raw materials purchased during the year

=

What was the direct-labor cost charged to production during the year?
What was the cost of goods manufactured during the year?
What was the cost of goods sold during the year?

(CMA, agapteq)

&=

ppewmr I Exercise 3-33

Sweet Tooth Confectionary incurred $157.000 of manufacturing overhead costs during the year just Proration of Underapplied

€nded. However, only $141,000 of overhead was applied to production. At the 8:253.: of the year, B liead
the A , only B Ay serhead remained in the various manufacturing accounts. (L0 3-5)
ma__cg:m amounts of the year's applied overh!
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Exercise 3-34
Overapplied or Underapplied
Overhead
(LO 34, 3-5)

W Exercise 3-35
Predetermined Overhead
Rate, Various Cost Drivers
(L0 3-9)

duction Environment
Chapter3 Product Costing and Cost Accumulation In @ Batch Prof
apter 101 [
Applied 0
Remaining i,
on Decen

Required:  Prepare a journal entry o close out the balance in the Manufacturing Ove,
d prorate the balance to the three manufacturing accounts

The following information pertains (o Trenton Glass Works for the year just ended
ect-labor cost: 75,000 hours (practical capacity) at $16 per hour

Jabor cost 80,000 hours at $17.50 per hour

ing overhead: $997,500

g and administrative expenses: 435,000

B

ufacturing overhead

al (see data below)

\g inventory, January 1
ses during the year

Ending Inventory, December 31 €
Required:
1. Compute the firm’s predetermined overhead rate, which is based on direct-labor hours

Calculate the overapplied or underapplied overhead for the year.

Prepare a journal entry to close out the Manufacturing Overhead account into Cost of Goods Sold
4. Build a spreadsheet: Construct an Excel preadsheet to solve req s (1) and (2) above. S|
how the solution w I change if the following data change: budgeted manufacturing overhead was
$990,000, property taxes were $25.000, and purchases of indirect material amounted to $97,000.

W

——

The following data pertain to the Oneida Restaurant Supply Company for the year just ended.

Budgeted sales revenue $205
205,01

Actual manufacty

9 overhead

Budgeted machine hours (based on practical capacity)
Budgeted direct-labor hours (based on
Budgeted direct-labor rate

Budgeted manufacturing overhead
Actual machine hours

Actual dwect-labor hours

Actual direct-Jabor rate

Practical capacity) .

Required:
1. Compute the firm's predetermy
cost drivers: (a) machine hours,

2. Calculate the overapplied or y
listed above.

ned ovey
® &.“Muh“ﬂ for the Year using each of the following common
hours, and (¢) direct-labor dollars.

nderapplied overhead
for the year using each of the cost drivers

Chapter 3 " 119

he data for the preceding exe
p work-in-process

Refer o 1
entry 10 add ¢

1.
2

The firm use actual costing.
The firm uses normal costing, w

r decor

Design Arts Assoclates is an intes
firm’ contract to redecorate the mayor's
il

Direct material used

Direct professional

The firm's budget for the year included the

Budgeted overhead
Budgeted direct professio

Overhead is applied to contracts us
is based on direct professional labor cost

Ove

Required:  Calculate the total cost of the
{0 eXpress your answer in terms of euros.)

Exercise 3-38

ice (o] rv

Suppose you are the controller for a company t 1ssware ;

V€

(LO 31, 3-9)

1. Choose a volume-based cost driver upon which to base
to the company president explain
Now you have changed jobs. You are the co
automated production process. Repeat the s:

of ovel memo

JIce

cturer that uses a highly
bove W\

—
Laramie Leatherworks, which manufactures saddles and other leather goods, has t
The Assembly Department manufactures various leather products, such as belts, p ction Mett
using an automated production process. The Saddle Department produces handmade saddles and uses (LO 34, 3-5)
very little machinery. The Tanning Department produces leather. The tanning process requires little
the way of labor or machinery, but it does require space and process time. Due to the different produc-
tion processes in the three departments, the company uses three different cost drivers for the application
of manufacturing overhead. The cost drivers and overhead rates are as follows:

ts stated

Exercise 3-39
ee departments Cost Drivers: D
es, and saddlebags,

Predetermined
Cost Driver Overhead Rate
Tanning Department Square $3 per square foot
Assembly Department Mac me $9 per machine hour

Saddie Department Direct-labor $4 per direct-labor hour

The company's deluxe saddle and accessory set consists of a handmade saddle, two saddleba gs, a belt,
and a vest, all coordinated to match. The entire set uses 100 square feet of leather from the Tanning Depart-
ment, 3 machine hours in the Assembly Department, and 40 direct-labor hours in the Saddle Department.

Required: Job number DS-20 consisted of 20 deluxe saddle and accessory sets. Prepare journal entries
10 record applied manufacturing overhead in the Work-in-Process Inventory account for each department.
——— Exercise 3-40

Wn_...n_. 10 Exhibit 3-12, which portrays the three types of allocation procedures used in two-stage allo-  Two-Stage Allocation
ﬂ...e:. Give an example of each of these allocation procedures in a hospital setting. The ultimate cost (L0 3-1,3-7)

3#2 isa patient-day of hospital care. This is one day of care for one patient. (Hint: First think about _.:r.
ganvu::ﬁz_m in a hospital. Which departments deal directly with patients; which ones are service
&vﬁd:o:ﬁ and do not deal directly with patients? What kinds of costs does a hospital incur that should
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Exercise 3-41
Overhead Application in a
Service Industry Firm
(LO 3-8)

Problems

Problem 3-42
Schedule of Cost of Goods
Manufactured and Sold:
Income Statement
(LO 3-6)

% Problem 3-43
Basic Job-Order Costing;
Journal Entries

(LO 3-4, 3.5)

Chapter3 Product Costing and Cost Accumulation in a Batch Production Environment

be distributed among all of the hospital’s %E:EE:E.Ooqﬂwhv.__wé_:%w terminology
here. Focus on the concepts of cost allocation portrayed in Exhibit 3-12.

S

1 1 1 ertl Yy o R
Refer to the illustration of overhead application in the Small World Adverti Ng example

firm used a single cost driver, total staff compensation, to apply overhead costs o
engagement.

|
Required: A
L. Compute the total budgeted staff compensation: both partner and associate staff con
2. Compute Small World's overhead rate on the basis of this single cost driver.
u.zoﬁ.?:_u.osn%E.&oﬁ%ﬁ&cl:« mw.ow_w_no_ocu_msmsmns.ns_.
..

. Compare the applied overhead using the single cost driver with the
using the two cost drivers used in the text illustration.

applied overhead ¢

All applicable Problems are available in Connect. mM 8.—):\2

The following data refer to Twisto Pretzel Company for the year 20x1.

Work-in-process inventory, 12/31/x0 $8,100 Utilities for sales and administrative offices

13,800 g and administrative expenses 4
3600 Indirect-labor cost incurred
8300 Depreciation on factory building
14,000 Depreciation on €ars used by sales personne 12
6,000 Direct-labor cost incurred 00
4,900 Raw-material inventory, 12/31/x1 .1‘

2,100 Accounts receivable, 12/31/x1 ] 4.1
10,100  Rental for

Selling and administrative salaries -
Insurance on factory and equipment
Work-in-process inventory, 12/31/x1
Finished-goods Inventory, 12/31/x0 ..
Cash balance, 12/31/1

Indirect material used

Depreciation on factory equipment
Raw-material Inventory, 12/31/x0
Property taxes on factory .......

warehouse space to store rav

= 2,400 Rental of space for company president’s office
Finished-goods Inventory, 12/31/x1 15,400  Applieg manufacturing overhead

Purchases of raw material in 20x1 39,000 Sales revenue

Utilities for factory 6,000 Income tax expense ... :
Required:

1. Prepare Twisto Pretze] Company’s schedule of cost of goods manufactured for 20x1.

2. Prepare the 2

company’s schedule of ¢,
or underapplied overhead

3. Prepare the company’s in,
—
W.___”__.: M__c_.._ n_cw,r Jogs manufactures fine, hangerafieq clocks. The firm uses a job-order costing ¥
c<nm:__a Eﬂn:“_ mn.Eim cunz.ﬁa S applied on the bagjs of direct-labor hours. Estimated manufacturin?
R Em nzvawq s_v $240,000. The firm employs 10 master clockmakers, w :
abor force. Each of (hese employees s o, cted e
cach employee’s practical Capacity. The ?HMEEMMMME_A o o g o
The firm purchaseqd 3,000 board feet of Mahogany veneer at
Twenty brass counterweights were Tequisitioneq for producy
¢ Five gallons of glue were Tequisitioneq foy roductj s
treated as an indireg material, T
Depreciation on the clockw,
€ A $400 utility big| Was paid

! Stof goods sold for 20x1
1nto Cost of Goods Sold.

come statement for 20x1.

- The company closes overapplied

ssents
e year, which represen

NS occurred during October.
a.

b.

$11 per board foot.

on. Each weight cost $23.

glue cost $20 per gallon. Glue is
orks c::&:w for
in cash,

00570_. was Mw.oco.

Time cards showed the ?:oi:w Usage of [ahy
r

» 1,000
- 700 hoyrg
(direct-lahg, person

hours of direct Jabor
Of direcq labor

nel) earp $20 per hour,

+ 20 cuckog clocks,
The master clockmakers

Chapter3  Prod

g. The October property tax b

h. The firm employs laborers wt
] Their wages for October amount

i. Job number G60, which was started

The total cor

j. Nine of the grandfather clocks from G6

n Octot

Required:
1. Calculate the

rm'’s predetermined

2. Prepare journal entries to record the ey

Perfecto Pizza Company produces microw
ledger as of December 31

Bal. 12/31 36,000

Bal. 11
Direct material 711
Direct labor ?

Manufacturing
overhead ?

Bal. 12/31 19,000

Manufacturing Overhead

Wages Payable

2,000 Bal. 11 ?
147000

5,000

Accounts Receivable
Bal

11,000
?

806,000
Bal 12/31 15,000

Additiong) information:

& Accounts payable is used only for direct-material purchases.

closed into ¢ [ goods sold.

b, C:aa_.ug:ca overhead of $2,500 for the year has not yet been closed into cost of goods sold
: ~ate ; a1 —.—/

Requireq. Complete the T-accounts by computing the amounts indicated by a question may

—

o MR 20K 1:
nd, Inc. which uses a job-order costing system, had two ;.&y :.. proc ,r,_:.Sr start of 20x1
no. 64 Gm.a oc.cv and ._:w _,_c 65 ($53,500). The following information is available:

Problem 3-45
Job-Order Costing; Journal
Entries
(L0 3-2,3-4,3-5)

Stellar §oy,
Job

e basis of machine hours (based on practical
e 1 anufacturing overhead on the basis 0 oS 2 ,
H.M.Mmmm“wvum_.wn_%m_%m HH,_._MU(‘H_F___H__-”_W.EE:», activity for the year were anticipated to be $840,000, sshed-goods in
. geted overhead 2
and 16,000 hours, respectively.

Increased by $203,000

121
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¥ Problem 3-46
Job-Order Costing; Focus on
Manufacturing Overhead
(LO 3-2,3-4,3-5)

1. Predetermined overhead
rate: 130% of direct labor cost
6. Cost of goods sold:
$15,309,300

Chapter3  Product Costing and Cost Accumulation in @ Batch Production Environment

b. Th y worked on four jobs during the first quarter. Direct materials used, direcy |
e compan .
incurred. and machine hours consumed were as follows:

Job No. Direct Material Direct Labor Machin urs
64 $21,000 $35,000 i
- 22,000
MM 44,000 65,000 2
67 15,000 8.800

¢. Manufacturing overhead during the first quarter included charges for depreciation ($34
rect labor ($60,000), indirect materials used ($5,000), and other factory costs ($139,500),

d. Stellar Sound completed job no. 64 and job no. 65. Job no. 65 was sold on account, prody
profit of $34,700 for the firm.

). indj-

Required:

1. Determine the company’s predetermined overhead application rate.

2. Prepare journal entries as of March 31 to record the following. (Note: Use summary entrics here
appropriate by combining individual job data.)

a. The issuance of direct material to production and the direct labor incurred.

b. The manufacturing overhead incurred during the quarter.
n.;nﬁ_ggongugé.o%s
&.
Q.

The completion of jobs no. 64 and no. 65.
The sale of job no. 65.
3. Determine the cost of the jobs still in production as of March 31.
4. Did the finished-goods i y increase or d during the first quarter? By how much?
5. Was manufacturing overhead under- or Qgﬁ— for the first quarter of the year? By how much?

Finlon Upholstery, Inc. uses a job-order costing system to accumulate manufacturing costs. The com-
pany’s work-in-process on December 31, 20x1, consisted of one Jjob (no. 2077), which was carried on
the year-end balance sheet at $156,800. There was no finished-goods inventory on this date.

Finlon applies manufacturing overhead to production on the basis of direct-labor cost. (The bud-
geted direct-labor cost is the company's practical capacity, in terms of direct-labor hours, multiplied by
the budgeted direct-labor rate.) Budgeted totals for 20x2 for direct labor and manufacturin g overhead are
$4.200.000 and $5.460,000, respectively. Actual results for the year follow.

Direct material used $5,600,000
Direct labor 4,350,000
Indirect material used 65,000
Indirect labor 2860000
esicdizonuens. T 1740000
£ o 59,000
; 830,000
2,160,000

£, 100,04

$17,664,000

—

in process at year-end. All jobs P
) contained direct-material €05
any under- or overapplied 0¢"

hapt PRt A
Chapter3  Produc Costing and Cost Accumulat 1y Batch Production Environment 123

Determine the company’s predetermined overhe;

* petermine the additions to the Work-in-Process Inye
Jabor, and manufacturing overhead.

rect material used, direct

HOB—ES the amount that the company would disclose
ber 31, 20x2, balance sheet.

as finished-goods inventory on the Decem-

Prepare the Jjournal entry needed to record the year's ¢

_ Compute the amount of under- or overapplied overhead at ye
journal entry to record its disposition.

Determine the company’s 20x2 cost of goods sold.

Would it be appropriate to include ¢ and administrative expenses in
overhead or cost of goods sold? Briefly ex;

‘lion

and prepare the necessary

her manufacturing

Problem 3-47
Job-Order Costing in a Con
su
(LO 3-1,3-2, 3-4,3-8)
and a markup. 1. Traceable
JLR’s director of cost management, Brent Dean, anticipates the following costs for the upcoming ~ $2,500.000

rectly to individua
c clients, are charged to jobs by

o

Percentage of Cost Directly

Cost Traceable to Clients
Professional staff salaries .. $2.500,000 80%
Administrative support staff 300,000 60%
250,000 90%
Photocopying .......... 50,000 . 90%
g costs 100,000 & 50%

........................................ $3,200,000

e firm’s partners desire to make a $640,000 profit for the firm and plan to add a percentage
kup on total cost to achieve that figure.

n March 10, JLR completed work on a project for Martin Manufacturing. The following costs
curred: professional staff salaries, $41,000; administrative support staff, $2,600; travel, $4.500;
pying, $500; and other operating costs, $1,400.

ine JLR's total traceable costs for the upcoming year and the firm’s total anticipated

ad.
culate the predetermined overhead rate. The rate is based on total costs traceable to client jobs.
at percentage of cost will JLR add to each job to achieve its profit target?
ermine the total cost of the Martin Manufacturing project. How much would Martin be billed
services performed? .
that only 50 percent of JLR’s other operating cost is directly .Enn.u.zn to specific n__nq_.
ects. Cite several costs that would be included in this category and difficult to trace to clients.
e that 80 percent of the professional staff cost is directly traceable to specific client projects.
 several reasons that would explain why this figure isn’t 100 percent.

W Problem 3-48
Job-Order Costing; Focus on
Overhead and Cost Drivers
(L0 3-2,3-4,35,3-7)

ts products, which pass from the Machining Uovmn.—.
d-goods inventory. The Machining Department is
o i 1 bly

. uses a job-order costing system m.oq i
the Assembly Department, to finishe k.
automated; in contrast, the Assembly Department perform




124

. Problem 3-49

Journal Entries in Job-Order
Costing

(L0 34, 3.5)

Jation In @ Batch Production Environme

Chapter 3 Product Costing and Cost Accu

. erhead using machine hours
activities, The company applies manufacturing A ¢ L w,_: following infor
activitie ’ 2 ent. The ving
Department and direct-labor cost in the Assembly Departmen

the year just ended:

Machining Department >$2:7: )
it
$4,000,000 $

g overhead

SN 4,260,000
rhead
abor cost (based on practical capacity) 1,500,000
1,450,000
| direct-labor cost

d machine hours (based on practical capacity) 400,000
425,000

hine hours

The data that follow pertain to job no. 775, the only job in production at year-end.

Machining Department Assembly De it
e $24,500 S
Direct labor 25900 §
Machine hours 360

Selling and administrative expense amounted to $2,500,000.
Required:

L. Assuming the use of normal costing, determine the predetermined overhead rates usec
Machining Department and the Assembly Department.

2. Compute the cost of the company’s year-end work-in-process inventory.

3. Determine whether overhead was under- or overapplied during the year in the Mach
Department.

4. Repeat requirement (3) for the Assembly Department.

5. Ifthe company disposes of under-

or overapplied overhead as an adjustment to Cost of Goods
Sold, would the company’s Cost o

f Goods Sold account increase or decrease? Explain.

6. How much overhead would have been charged to the company’s Work.

-in-Process account du;
the year?

7. Comment on the approy
Machining and direct
——

priateness of the company’s cost drivers (i.e., the use of machine hours
bor cost in >mmn=__u_5.

system. Normal costing is used, and manufacturing overhead is applied on
stimated manufacturing overhead for the year is $1,464,000, an
ctical capacity at 73 200 machine hours,

the basis of machine hours, E
ment estimates the firm’s pra
Required:

13

Calculate MarineCo's predetermined overheqq rate for the year,
2. Prepare journal €ntries 1o record the .

Jear plastic

; De, . -
The material cost $0,6() Per pound ii:ﬁﬂﬁ.”ﬁ““ﬂﬁ for 300 pounds of

¢ The Motor Testin, < X
considered an Enwow”_.v”“_n:“”_~ m...ﬁuﬂ_ug fequisitioned 300 feet of elecrical wire, which is
. Ire cost §, p Bt
d. An electric utility bil] of $800 was Nk nﬁ_._m 10 per foor Wwhen it was purchased.

¢ Direct-labor costs incurred in April were §75 000.
J- April's insurance g was $1.800 on

z ‘. : G
policy had been Prepaid in Marep, - ke g e
&  Metal wbing costing $3 () Was purchaseq
e N accouny,
PAyment of $1,700 was mage O Outstanding accounts payab|
payable.

Chapter3 |

i, Indirect-labor costs of $2|

j. Depreciatic

k. Job number (G22, ¢
job was $1,100.

. During April, 7,000 m:

m. Sales on account for A

The following d s to |

Sales revenue

Raw-material inventory, 1

Purchases of raw r

Raw-material inventory, 12;
Direct-labor cost

Selling and admi
Indirect
Property taxes or
Depreciatior
Income tax exp

bor cost

Required:

1. Prepare Huron's schedule of cost of

2. Prepare the company’s schedule of cost
or underapplied overhead into Cost of G

3. Prepare the company’s

come Sta

me

e

Build a spreadsheet: Construct
Show how the solution will inge if
applied manufacturing overhead was $58(

1 Exc

Refer to the schedule of cost of goods manu
problem.

Required:

1. How much of the manufacturing costs incurred d
process inventory on December 31, 20x29

tured prepared

2 20x2 remained assc ed with work-in-
2. Suppose the company had increased its productio

20x2 by 20 percent. Would the direct-
material cost shown on the schedule have b

3. Answer the same qu

Suppose only half of the $60,000 in depreciation on equipment had been r
€ry, and the other half was related to selling and
changed the schedule of cost of goods manu

ated to factory machin-
ninistrative equipment. How would this have
ctured?

—
Marco Polo Map Company’s cost of goods sold for March was $345,000. March 31 work-in-process
was 90 percent of March 1 work-in-process inventory. Man :
+ ent of direct-labor cost. Other information perta g to the company’'s inventories 4
tion for the mon¢h of March is as follows:

turing overhead applied was

2

Beginning Inventories, March 1
Raw material
Work in process
Finisheq goods

Purchases of ray material during March

m_a_:m Inventories, March 31
Raw material

26,000

Work in process

105,000
Finisheq goods

D e e Y B W

Problem 3-50

Problem 3-52
5 M.

(L0 3-2, 3-6)
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' Problem 3-53
Proration of Overapplied or
Underapplied Overhead
(LO 3-2, 3-4, 3-5, 3-6)

3. Underapplied overhead
$6,000

= Problem 3-54
Ethical Issues; Underap-
plication of Manufacturing
Overhead

(LO 3-1,3-2, 3-4,3-6)

\ Environment
Chapter3 Product Costing and Cost Accumulation in @ Batch Production
apter

Required:
spare a schedule of cost of goods man . . .
M : ”H?.P a ,'”Man_n (o compute the prime costs (direct material and direct labor) incy,,,
. Prepare asc
March.
3. Prepare a schedule to compute |
charged to work in process during March.

ufactured for the month of March.

te the conversion costs (direct labor and manufacturing

(CMA, adapted)

Midnight Sun Apparel Company uses normal costing, and manufacturing overhead is
in- an.aﬁvo: the basis of machine hours. On January 1 of the current year, there were 1,
sd_”r.,z.,v.:xamw or finished-goods inventories. The following estimates were included i,

year's budget.

» Work
nees jp
CUrrep

el

Total budgeted manufacturing i :
Total bUAQeted MACHING NOUMS .ccuuuissesesmsossmussessssasessssssbassssssssicssssssssmsssssssssss asssensssassses P =

During January, the firm began the following production jobs:

A79: 1,000 machine hours
NO8: 2,500 machine hours
P82: 500 machine hours

During January, job numbers A79 and NO8 were completed, and job number A79 was sold. The
manufacturing overhead incurred during January was $26,000.

actual

Required:

1. Compute the company’s predetermined overhead rate for the current year.

. How much manufacturing overhead was applied to production during January?
Calculate the overapplied or underapplied overhead for January.

Prepare a journal entry to close the balance calculated in requirement (3) into Cost of Goods Sold

Prepare a journal entry to prorate the balance calculated in requirement (3) among the Work-in-
Process Inventory, Finished-Goods Inventory, and Cost of Goods Sold accounts.

[T SR S

Marc Jackson has recently been hired as a cost accountant by Offset Press Company, a privately held
company that produces a line of offset printing presses and lithograph machines. During his first few
months on the job, Jackson discovered that Offset has been underapplying factory overhead to the
Work-in-Process Inventory account, while overstating expenses through the General and Administrative
Expense account. This practice has been going on since the start of the company, which is in its sixth
year of operation. The effect in each year has been favorable, having a material impact on the company’s
tax position. No internal audit function exists at Offset, and the external auditors have not yet discovered
the underapplied factory overhead.

Prior to the sixth-year audit, Jackson had pointed out the practice and its effect to Mary Brown. the
corporate controller, and had asked her to let him make the necessary adjustments. Brown directed him

not to make the adjustments, but to wait until the external auditors had completed their work and s¢¢
what they uncovered.

The sixth-year audit has now been completed, and the external auditors have once again failed ©

: : clory overhead. Jackson again asked Brown if he could make the
required adjustments and was again told not (o make them. Jackson, however, believes that the adjus
ments .%cc_n_ be made and that the external auditors should be informed of the situation.

m:_mo there are no established policies at Offse( Press Company for resolving ethical conflicts,
Jackson is considering one of the following three alternative courses ow action:

»  Follow Brown’s directive and do nothing further,

*  Attempt to convince Brow)

ntom ; ¢ auditors of
her actions, ake the proper adjustments and to advise the external auditors

»  Tell the Audit Committee of the

. . ri-
e e Board of Directors about the problem and give them the apprP

Chapter3  proq

Co

Required:
1 For each of the three alternative ¢
not the action is appropriate

2. Independent of your answer o req
make the necessary adjustme
proceeding to resolve this sit

1), assume

vaches Brown 1o

(CMA, adapted)

Troy Electronics Company calcul:
ing estimates were made for the ¢

I'he

ed Quarterly Predetermined

Direct-Labor Overhead Rate
Hours (per direct-labor hour)
First quarter .. $100.001 2
Second quarter ... 0 000 18 O
Third quarter .......... 50 00 19 &0
Fourth quarter ... 70 000 1 00!
OISR e

The firm’s main product, part number A200, rec
labor per unit. The labor rate is $15 per hour

irs of direct

Required:
1. Calculate the firm's quarterly predetermined overh

r each quz

2. Determine the cost of one unit of part number A200 if it is m:

actured in January versus April

3. Suppose the company’s pricing policy or a 10 percent markup over cost. Calculate the price
1o be charged for a unit of part number A200 if it is produced in January versus April
4. Calculate the company’s predetermined overhead rate for the year if the rate is calculated annually.

5. Based on your answer to requirement (4), what is the cost of a unit of part number A200 if
manufactured in January? In April?

6. What is the price of a unit of part A200 if the predetermined overhead rate is calculated annt

y?

—
Tiana Shar, the controller for Bondi Furniture Company, is in the process of analyzing the overhead
costs for the month of November. She has gathered the following data for the month.

Labor
Direct-labor hours
RRBTTECS ... 3500
TR i e S
R .. Gt 2000
Labor costs:
Direct-labor wages ...... . gt
Indirect-labor wages .......... e . il
Supervisory salaries ........................ - o
Material
Inventories, November 1 $ 10,500
Raw material and supplies 54.000
Work in process (job 77) 1 _N,moo
Finished goods ........... ;
Purchases of raw material and supplies: $135,000
Raw material .............. 15,000

Supplies (indirect material

(continued)

Prol

Problem 3-56
Overhead Applica

blem 3-55
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(L0 3-2,34,35,3-6)

2

f job 77: $200,675

1ead f



