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1. Product Costing

E X B & 1

(1) Fab Co. manufactures textiles. Among Fab's Year 1 manufacturing costs were
the following salaries and wages:

Loom operators $120,000
Factory foremen 45,000
Machine mechanics 30,000

What was the amount of Fab's Year 1 direct labor?

a. $195,000 b. $165,000 c. $150,000 d. $120,000

(2) If a product required a great deal of electricity to produce, and crude oil prices
increased, which of the following costs most likely increased?

Direct materials.
Direct labor.
Prime costs.
Conversion costs.

a0 oo

(3) Inventoriable costs:

Include only the prime costs of manufacturing a product.
Include only the conversion costs of manufacturing a product.
Are regarded as assets before the products are sold.
Exclude fixed factory overhead.

a0 oo

(4) In a traditional job order cost system, the issue of indirect materials to a production
department increases:

Stores control.

Work in process control.
Factory overhead control.
Factory overhead applied.

a0 oo
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(fE% &SR]
(1) (d) Product ®AFEZIAIKIZHEED > T D TEIC Kbz &4:721F A direct labor
costs & 720 | ZFNLIANO THAEE BT HA DAL= 41T indirect labor costs &
720 E9, Textiles (f¥n) ZAEET 2T TIE, ROXIITRY ET,
Loom operators : f###% % #{E+ 25 A\ — Direct labor $120,000
Factory foreman : T35 #7E 3% A — Indirect labor $45,000
Machine mechanics : ####%{H+ — Indirect labor $30,000
£ o, directlabor 13$120,000 79,

(2) (d) Crude oil () flitsD LH1THE2 A MO EFICSRMRD, EHa A MM
indirect expenses & L C#ii1 5 DT, conversion costs DN D723 0 F97,

¥ (1) & (2) 1% product costing @ 3 2D AT 7D HHD (AT v 71 : cost
accumulation] (ZRI9 5 TT, BRR EOBREBERITRVWO T, EH LT
HAELIZHY FEA,

(3) (c) Inventoriable costs are assets until sold, when they become "cost of goods sold."
9T manufacturing costs 7% inventory (245 S5 DT, ab.d.iFiid v T,

4) (c) TKNZ/&=T L 51T, the issue of indirect materials to a production department
(indirect materials O HREERFH ~D R H (= HJE - 114%)) 3. stores control a/c
ZJE/) &4, factory overhead control alc ZHEI S £,

Stores control Factory overhead control
Hig N Indirect Indirect
materials materials

(1) EHFEE D materials Zf# i L TV 5854 . material a/c 2 material
control (stores control) alc 925 Z LR H Y 7, FRERICHEEFEED
product % EFE L TV 5354, Work in process alc % Work in process
controlalc £ 52 LnH Y £,

[(1) ~ (4) % Becker [C#H BT .]
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1. Product Costing

X X B & 2

(1) The following is selected information from the records of Ray, Inc.:

Purchases of raw materials $ 6,000
Raw materials, beginning 500
Raw materials, ending 800
Work-in-process, beginning 0
Work-in-process, ending 0
Cost of goods sold 12,000
Finished goods, beginning 1,200
Finished goods, ending 1,400

What is the total amount of conversion costs?

$5,500
$5,900
$6,100
$6,500

a0 oo

(2) What is the cost of ending inventory given the following factors?

Beginning inventory $5,000
Total production costs 60,000
Cost of goods sold 55,000
Direct labor 40,000

a. $5,000

b. $10,000

c. $45,000

d. $50,000
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(A% L fFER]
(1) (d) kD% alclmd L 9I2, Y4 H D direct material 13$5,700, manufactuing costs
13$12,200C,
Material a/c Work-in-process a/c Finished goods alc
Beginning | Transferred Beginning Bfg?:égg
balance to balance
. COGM $1,200 COGS
500 duct 0 :
® pg)5 U7COIEJ)n s $12,200 $12,000
(Z8) Mfg.costs COGM
Purchase . $12.200 . $12,200 .
$6.000 Ending ) Ending (238) Ending
’ balance (E%8) balance = balance
$800 $0 $1,400

7£) COGM : Cost of goods manufactured, COGS : Cost of goods sold

Lo T, Y HAD conversion costs IX. LLFD X 9H12$6,500& 720 £,
Direct material : $5,700

Direct Labor } Conversion costs :  $6,500 — Z=Z%§
Factory overhead

Manufacturing costs : $12,200

(2) (b) MEXXO&ERIZELDHDHE, BLTDOLEEY TT,
[Beginning Inventory (&%) : $5,000 ]

( Work-in-process a/c \, Finished

oods alc
Begmmgg’)balance COGM Begmnl;g?balance COGS
i $? i $55,000
Total production
costs Ending balance CgC;M Ending balance
$60,000 $? ' $?

7E£) [Total production costs $60,000 : direct material $ ?+direct labor $40,000
~+applied overhead $ ?| 72T, direct labor$40,000/%, total production
costs (ZHENTWVET,

X o T, B D ending inventoy (X, LA TP X 912$10,000& 720 £,

Beginning inventory $5,000+ Production costs $60,000

—Cost of good sold $55,000=Ending inventory $10,000

[(1) & (2) % Becker IZHARBETY ]
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1. Product Costing

X X B & 3

(1) Costs are allocated to cost objectives in many ways and for many reasons. Which
one of the following is a purpose of cost allocation?

Evaluating revenue center performance.

Measuring income and assets for external reporting.
Aiding in variable costing for internal reporting.
Implementing activity-based costing.

a0 oo

(2) Which one of the following alternatives correctly classifies the business application
to the appropriate costing system?

Job Process
Costing System Costing System
a. Wallpaper manufacturer Oil refinery
b. Aircraft assembly Public
accounting firm
c. Paint manufacturer Retail banking
d. Print shop manufacturer Beverage drink

(3) The accountant for Champion Brake Inc. applies overhead based on machine
hours. The budgeted overhead and machine hours for the year are $260,000 and
16,000, respectively. The actual overhead and machine hours incurred were
$275,000 and 20,000. The cost of goods sold and inventory data compiled for the
yearis as follows:

Direct Materials $ 50,000
COGS 450,000
WIP (units) 100,000
Finished Goods (units) 150,000

What is the amount of over/underapplied overhead for the year?

$15,000
$50,000
$65,000
$67,000

a0 oo
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(1) (b)

(2) (d)

(3) (b)

Cost objectives |Z%f L T cost allocation 17 5 HIF% [ 5 lj#E T, USCPA 5
Tl LW OME T,

Tb ANE RS D72 I L EPEZIET 5 Z & 1% cost allocation DE L7 H
A9, Manufacturing costs %45 product [IZ%f L CHEFF L L9 & 45 &, #E
@ product (Zxf L CHif L CHAET 2 costs % T prodict [ZE] 0 24T 2% 2343
MEE 700 £,

Revenue center (TUN4IZx L CEEAZ A 5 BHHE 72D T, la. revenue center O
EREZFHMET 5 Z &) 1%, costallocation 4T 9 HHJTiddH W £H A (revenue
center DXEEFMITE 8 E TR LET),

Variable costing i fixed manufacturing costs % product (255 L 72\ DT,
cost allocation DM EWVE [TV 72 720 FF, Lo T, le.NEH#HEDT=DIZ
variable costing # X322 &) k0 b b.oFNEYIE LS 2 ET

(variable costing 125 4 E TR L £7),

Activity-based costing Tid, KFREFRIZHESVWT costs A 4% product (2B 1T &
I LFTHDOT, b.DSFAEY) 2R L2 £7 (Activity-based costing (15 2 F
TRHRITLET),

Job costing is used in the production of tailor-made or unique goods, including:

Construction of buildings or ships, Aircraft assembly, Printing, Special-purpose
machinery (microcomputer manufacturer), Public accounting firm,
Management consulting firm, Repair shops, Industrial research projects

Process costing is used where the product is composed of mass produced
homogeneous units such as:

Gasoline and oil, Chemicals, Steel, Textiles (wallpaper), Plastics, Paints, Flour,
Meatpacking, Canneries, Rubber, Lumber, Food processing (beverage drink
manufacturer), Glass, Mining, Cement, Check clearing in banks, Mail sorting in
post offices, Food preparation in fast-food outlets, Premium handling in
insurance companies

Predetermined rate (£$16.25 (=budgeted overhead$260,000-budgeted
machine hour16,000/5 ) <. FZE£ machine hour (320,000 72 D T,
applied overhead 13$325,000 (=$16.25x20,000/5[4) <9, 5, FEEED
overhead £$275,00072 D, $50,000 overapplied 3 E U TWAH Z &l F
R

[ (1)~ (3) % Becker 23 AIETY ]
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1. Product Costing

X X B & 4

Madtack Company's beginning and ending inventories for the month of November
1995 are:

November 1 November 30
Direct materials $ 67,000 $ 62,000
Work-in-process 145,000 171,000
Finished goods 85,000 78,000

Production data for the month of November follows.

Direct labor $200,000
Actual factory overhead 132,000
Direct materials purchased 163,000
Transportation in 4,000
Purchase returns and allowances 2,000

Madtack uses one factory overhead control account and charges factory overhead to
production at 70 percent of direct labor cost. The company does not formally
recognize over/underapplied overhead until year-end.

(1) Madtack Company's prime cost for November is:

a. $370,000 b. $363,000 c. $170,000 d. $368,000
(2) Madtack Company's total manufacturing cost for November is:

a. $502,000 b. $503,000 c. $495,000 d. $510,000
(3) Madtack Company's cost of goods transferred to finished goods inventory for

November is:

a. $469,000 b. $495,000 c. $484,000 d. $476,000

(4) Madtack Company's cost of goods sold for November is:
a. $484,000 b. $491,000 c. $502,000 d. $476,000

(5) Madtack Company's net charge to factory overhead control for the month of
November is:
a. $8,000 debit, overapplied.
b. $8,000 debit, underapplied.
c. $8,000 credit, overapplied.
d. $8,000 credit, underapplied.
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(7% L fEER)
(1) (@) LAFiTrRT L9512, 114 @ Direct materials 13$170,000C9,
Material a/c
Beginning balance Direct materials
$67,000 $170,000
Purchase (ZE%8)
$163,000
+$4,000 Ending balance
A$2,000 $62,000

&£ o T, prime costs /3$370,000 (= Direct materials$170,000+ Direct
labor$200,000) & 729 F9,

(2) (d) LAFiZ/Rd & 912, 11H @ Total manufacturing costs 13$510,000 9,

Direct material : $ 170,000
Direct labor : 200,000
Factory overhead : Direct labor $200,000 X 70% = 140,000

TOTAL $ 510,000

(3) (¢) LAFIZARd &L 51T, 11H @ cost of goods transferred to finished goods inventory

(=COGM) [%$484,000T9,
Work-in-process a/c

Beginning balance COGM
$145,000 $484,000
Vi t (Z%8)
g. costs ,
Ending balance
$510,000 $171,000

(4) (b) LAFIZRd X912, 11H ? Cost of goods sold (£$491,000 T3,
Finished goods a/c

Beginning balance COGS
$85,000 $491,000
(E%)
COGM Ending balance
$484,000 $78.000

(5) (c) LLFIZRd & 512, 11H @ net charge to factory overhead control (overhead ™

BoiR7=5) 13$8,000 overapplied T3,
Overhead control a/c

Beginning balance WIP
$? $140,000 //; $8,000 overapplied
Actual -
$132,000 Endmg$ tz)alance

[(1)~ (5) & Becker IZ#H ARBETY ]
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1. Product Costing

E X B & 5

(1) Under Pick Co.'s job order costing system manufacturing overhead is applied to
work in process using a predetermined annual overhead rate. During January
Year 1, Pick's transactions included the following:

Direct materials issued to production $90,000
Indirect materials issued to production 8,000

Manufacturing overhead incurred 125,000
Manufacturing overhead applied 113,000
Direct labor costs 107,000

Pick had neither beginning nor ending work-in-process inventory. \What was the
cost of jobs completed in January Year 1?

a. $302,000 b. $310,000 c. $322,000 d. $330,000

(2) On January 1 Maples had two jobs in process: #506 with assigned costs of $10,500
and #507 with assigned costs of $14,250. During January three new jobs, #508
through #510, were started and three jobs, #506, #507, and #508, were completed.
Materials and labor costs added during January were as follows:

Job number  Materials Labor
506 $ 0 $ 2,000
507 0 1,500
508 4,000 3,600
509 3,800 2,000
510 2,600 3,100

Manufacturing overhead is assigned at the rate of 200 percent of labor. What is the
January cost of goods manufactured and transferred from work-in-process?

a. $25,300 b. $35,850 c. $42,950 d. $50,050

(3) Which of the following would cause overhead to be overapplied?

a. Actual overhead is greater than overhead applied.
Actual overhead is less than overhead applied.
Actual overhead was equal to the budgeted amount but fewer items were
manufactured.

d. The number of units produced was the budgeted amount but a larger amount
of overhead was actually incurred.
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(#7% L fRER])
(1) (b) LAFIZ/”rd X 51, the cost of jobs completed (=COGM) (3$310,000C9,

Overhead control a/c

Work in process a/c

Indirect material Work in process -
$8.000 (Applied) Begmm;gobalance
Indirect labor i i COGM
$ 2 $113,000 Direct materials $310,000
Indirect expense _ $90,000
$ ? Direct labor
Total  $125,000 $107,000 .
(ac::;al)$ Overhead Ending balance
> $113,000 $0
(2) (d) 1 HIZ5E LT3 DD joborder (#506, #507, #508) & costs DEFFD
costs of goods manufactured & 729 £,
# 506 #507 #508
Beginning WIP $10,500 $14,250 —
Direct Materials — — $ 4,000
Direct labor $2,000 $1,500 $3,600 .
Overhead $4,000 $3.000 $7.200 Dlrect(!abor
Total 16,500 18,750 14,800 ?200%
| $ |
$50,050

(3) (b)

Overapplied overhead 23 #E3 2 DX TActual < Applied] L72-7=b Xx7ed
T, bIFELL, aldiiy T,

F7-. c.& dlIWF iy underapplied overhead 34 U BJRIK E 720 £3 (LIF
DOHAICIE, EIETHFETIOINAZZATHET),

c. (actual overhead (X T & RIZHTH - 7203, GHED) L0 D7 dh B LA
L7e/no72) DA, unfavorable 73 production volume variance 23384292 @
TV TY, Fio, d. EEHEEITREFE T 20, LV ZHED
overhead 73 FEERICITFEE LT2) D4, unfavorable 72 spending variance 73%&
T DD TR TY,

[(1)~ 3) I Becker IZ#H ARBIETY ]

Managerial Accounting and Financial Management



1. Product Costing

X X B & 6

Kimbeth Manufacturing uses a process cost system to manufacture Dust Density
Sensors for the mining industry. The following information pertains to operations for
the month of May:

Units
Beginning work-in-process inventory, May 1 16,000
Started in production during May 100,000
Completed production during May 92,000

Ending work-in-process inventory, May 31 24,000

The beginning inventory was 60 percent complete for materials and 20 percent

complete for conversion costs. The ending inventory was 90 percent complete for

materials and 40 percent complete for conversion costs.

Costs pertaining to the month of May are as follows:

e Beginning inventory costs are: materials, $54,560; direct labor $20,320; and factory
overhead, $15,240.

e Costs incurred during May are: materials used, $468,000; direct labor, $182,880;
and factory overhead, $391,160.

(1) Using the FIFO method, the equivalent unit cost of materials for May is:
a. $4.50 b. $4.60 c. $4.80 d. $5.46

(2) Using the FIFO method, the equivalent unit conversion cost for May is:
a. $565 b. $5.83 c. $6.00 d. $6.20

(3) Using the FIFO method, the total cost of units in the ending work-in-process
inventory at May 31 is:
a. $153,168 b. $154,800 c. $155,328 d. $156,960

(4) Using the weighted-average method, the equivalent unit cost of materials for May is:
a. $4.50 b. $4.60 c. $5.03 d. $5.46

(5) Using the weighted-average method, the equivalent unit conversion cost for May is:
a. $5.65 b. $5.83 c. $6.00 d. $6.41

(6) Using the weighted-average method, the total cost of the units in the ending work-
in-process inventory at May 31 is:
a. $153,960 b. $154,800 c. $155,328 d. $156,960
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(fRE & AR
(1) (@) BAFIZAA$ & 51T, the equivalent unit cost of materials 13 @$4.50 T,
Direct Materials
Beg. WIP  16,000nits X 60% Finished goods 92,000units
$54,560
Equivalent unit  104,000units

End. WIP  24,000units X 90%

$468,000104,000units @4.50 x 21,600units =$97,200
=@$4.50

(2) (b) LLFiZ/RT &L 51T, the equivalent unit conversion cost 13 @$5.83 T,
Conversion cost
Beg. WIP  16,000nits x 20% Finished goods 92,000units
$35,560*
Equivalent unit  98,400units

$574,040% = 98,400units End. WIP  24,000units X 40%
= @$5.83 @5.83 x 9,600units=$55,968

* Direct labor$20,320+ Factory overhead$15,240
* Direct labor$182,880 -+ Factory overhead$391,160

(3) (@) (1) &(2) &b, the total cost of units in the ending work-in-process 1£$153,168
(=Direct materials$97,200+ Conversion cost$55,968) T,

(4) (b) LAFIZART L 51T, the equivalent unit cost of materials 13@$4.60T,
Direct Materials
Equivalent unit  113,600units Finished goods 92,000units

$522,560* +113,600units e wip 24,000units x 90%
=@34.60 @4.60 x 21,600units =$99,360
* Beginning$54,560+ Incurred during May$468,000

(5) (c) LATFIZrd & 951C, the equivalent unit conversion cost (X@$6.00T9,
Conversion cost
Equivalent unit  101,600units | Finished goods 92,000units

$609,600* =101,600units

i "
=@%6.00 End. WIP  24,000units X 40%

@6.00 x 9,600units=$57,600
* Beginning$35,560+ Incurred during May$574,040

6) (d) (4 &((5) LD, the total cost of units in the ending work-in-process 13$156,960
(=Direct materials$99,360+ Conversion cost$57,600) T,

[ (1)~ (6) [% Becker IZ$ ARETY ]
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1. Product Costing

E X B & 7

(1) Inits April Year 1 production, Hern Corp., which does not use a standard cost system,
incurred total production costs of $900,000, of which Hern attributed $60,000 to
normal spoilage and $30,000 to abnormal spoilage. Hern should account for this
spoilage as:

Period cost of $90,000.

Inventoriable cost of $90,000.

Period cost of $60,000 and inventoriable cost of $30,000.
Inventoriable cost of $60,000 and period cost of $30,000.

a0 oo

(2) During May, Mercer Company completed 50,000 units costing $600,000, exclusive
of spoilage allocation. Of these completed units, 25,000 were sold during the
month. An additional 10,000 units, costing $80,000, were 50 percent complete at
May 31. All units are inspected between the completion of manufacturing and
transfer to finished goods inventory. Normal spoilage for the month was $20,000,
and abnormal spoilage of $50,000 was also incurred during the month.

The portion of total spoilage that should be charged against revenue in May is:

$50,000
$20,000
$70,000
$60,000

a0 oo
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(1) (d) Normal spoilage is considered a necessary cost of production and is a product

(inventoriable) cost. Abnormal spoilage is considered unnecessary and is a
period cost.

Normal spoilage (Z4£5 = 117-$60,000(3 product (inventoriable) cost & L TALEE
L. abnormal spoilage |Z#£7 = #17-$30,000( period expense & L CTALERE L %
7 (Zed. MESCIZHTL % standard cost system I3, F£3ETHMLET),

(2) (d) Costs ZHlyr LRIz, kD &R0 T,

Finished goods ~50,000units
50,000units COGM % 25,000units _ COGS

$600,000 :|" $620,000 $310,000
(

Normal ?units
$20,000
Abnormal ?units Period expense
>
$50,000 $50,000
End.10,000units
$80,000

LA X v, the portion of total spoilage that should be charged against revenue
(income statement @ expense & 72 % spoilage M4%H) 1. normal spoilage
$20,0000 =43 & abnormal spoilage$50,0000> 244 C, & 4> C$60,000 & 72

=75

() FIEESCCIE, TAll units are inspected between the completion of
manufacturing and transfer to finished goods inventory. #5235 T L T5¢
fidh (B I T RIICEERREIND] &HDHDT, spoilage IF9XT
SERHDOAEENSA LT TND Z L1272 £9, L - T, normal spoilage
costs DAL FEMAIC A ST E T,

)

[(1) & (2) 1% Becker 123 ABETY ]
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