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Exercise 17-17
Drrect lv4ethoC of Senice
Deilartment Cost Allocation;


Bank


Exercise 17-18
Step-Donn fulethod of Service


Department Cost Allocation;


Bank


Exercise 17-19
Servrce Department Cost


Allocation Use of lnlernet


Exercise 17-21
Belative-Sales-Value lVethoc:


Joint Cost Allocation


Ftercise17-22
ItJet-Bealizable-Value l\,1ethod


Joint Cost Allocatton


Joint Gost Careal
$30,000 Yummies


wrvw. allstatc.corn


wwu.ttallo.corn


www.mavo.crltr


www. sheraton.corl


wn w.disncy.corn


Ghapter 17 Allocation of Support ActiviW Costs and Jojnt Cosis


Tuscaloosa t'r-lttional Bank has two service departments, thc Human Resources (HR) Department and
thc Cornprtting I)tpartrncnt.'fhc hank has trvo othcr dcpartn'rcnts that tlircetly scrvictr custorncrs. tl.rc
Deposit Department and the Loan Department. The usage Lrf the two ser\-ice departrnents' output ior thc
year is as folloil's:


Provider of Service


User ol Service


HR


Computing l1ai
urpusr.....,. 60%
loan ....,.,............. ...,.., 30%


The budgeted costs in the two service departments for the year are as tbllows:


HR ........ .


Computing


Required: {Ise the direct methocl [o al]ocatc the hudgetetl cos[s r)l thLr HR and C-ornputing departrncnts
to thc Deposit and Loan departments.


Refer to the data given in the prcceding erercise.


Required: Lisc thc 51gp-down mothod lo alkrcatc the hutlgctctl c()sts ol rhe FIII and Conrputing
departnrents to thc Deposit and Loan departnrents. Tuscaloosa Nationrl Rank allocates thc costs Lrl the
HR Department first.


Visit thc Web srte of one of the iollowing r,rrganizations" or a cliflerent organization of vour choosinc.


1 57"


50Yo


$1 53 000


225,500


Required: Read ahout the organization's activities and operations. Then list three act:ivities that you
thtnk the organization woulcl nced that would likely he cstahlishcd as scrvice deparrments. F-or what pur-
poses would it be relevant lo allocate those service departrnent costs to nonservice departments within
the organization?


Exercise 17-20
Physical-Uriits h/ethcd, Joint Breaklasttime Cereal Company manufactures two breaklhst cereals in a jornr process. Cost and quanriry
Cost Allocation information is as ibllows:
{Lo 4}


Crummies


Quantity at Split-0ff Point


12,000 kilograms


8,000 kilograms


Sales Prics per Kilograrr


$2.00


2.54


production cost betweenHequired: Use the physical-units method to allocate the company,s joint
Yummies and Crummies.


Refer to the data given in the preceding exercise.


Required: Use the relative-sales-value rnethod to allocate Breakfasttirne Cereal Company's joint production
crrsl hclu(rn Yumrilics rnd Crummies.


Refer to the data given in Exercise 1 7-20. Breaktasttime Cereai Company has an opportunity to process
its Crurnmies further into a mulch for ornamental shrubs. The additioaal processing operation costs $.50
per kilogram, and the mulch will sell for $3.50 per kilogram.
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