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You are consuited by Investors. Inc. 2 group of investors planiing a new product They have estmates of the cost of matarias labor,overhead, and other
‘xpanses for 2016 but need 12 KnoW haw M 9 SharEs far S3ch unic t £arn 3 prafiin 2016 Squal 0 10% of their sscmated investmen: of $1.020.000
(ignore income waxes).

Thei pans inicate that each unic of the new productrequires the following:

Majo irems of production overhead would be annual rent f $30,000 on the factory buing and! $50,000 on achinery as well s ndirect material of
542,000, Other producion overhead is an estimated 60% oftotal dirctabor coss. Seling expenses are an esimated 20% of ota sales, and non-factory.
minisratve expenses are 10% oftoral sales.

The consensus ¢ Invescors hat during 2016 4,000 unis o product should be produced for eling and another 1,000 unit should be produced forthe
naxe year's beginning inventory. A1, an exra 6000 pounds of material wil be purchased as beginning inventoryfor the next year. Because of th nature of
the manufactuing process, al nis tarted must be completed, 5o work n process invencories are negligible.

Required
2 Incorporate the above data in a schedule of estmated tosal manufacruring cost and compute the unit producson costfor 2016.

Do ot use negative signs wih any of your answers.

Estimated Total ManufacturingCost
For the Vear nded December 312016
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[image: image2.png]b Prepare an estimated income satement that would provide the arges amount of profcfor 2016.

Forthe Year Ended December 312016
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c Wnst uni salesprice should nvesiors chargs for the new product?
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[image: image3.png]Determine and Use Overhead Rate
The following selected edger accouns of Cameron Company are for February (the second monh o s accouning year):

Materiasinvertory

Febbae 63000 February resis 26000

February debis B0
Febnsarycresis 272700

Workin Process nventary.

Febbace 4400 February resis 60000

it maeris 150000

Diect avor o

Monowrtess 2270

Februarydesis 367000 snot0
ety cresis 34000

Fiished Goods laventory
Febbace 153000 Febnsarycresis 797400
Februarydesis 650000

. Detarmine the amount of indirecs materilrequisiSoned fo production during February.
s

. Howmuch indiectlabor costwas apparenty incurred during Februany?

s

€ Calciace the manufactuing overhead race based on directabor cost.

3

. Was manuaciuring overhead for February under- or overappiid, and by what amount?

Manufaciuring overhesd viss for February.

& Was manufaceuring overhead or the fist two months of he year under-or overapplied, and by what amount

or the st s monts.

Manufaciuring overhesd viss

£ Wihatis the cost o production completed n February?

& Whatsthe costof goods sold in February?

s
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[image: image4.png]Equivalent Units Calculations—Weighted Average Method

Ferrs Corporadon makes a powdered rug shampo in two sequential depariments, Compounding and Drying. Materals are added a the beginning o the.
process inthe Compounding Deparment. Conversion costsare added evenly throughols each process. Ferris uses the weghtad average method of process.
costingInthe Compounding Deparcment, beginning work in process was 5,000 pounds (70% processed). 74,000 pounds were stared in rocess, 72.000
pounds transferred ou. and ending work in process was 50% processed.

Caluiace squivalens uni for Mareh 2016 or he Compounding Depariment.

Feris Corporation
Flow o Units and Euivaient UnitsCalcalaion, March 2016

cquivtent units
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