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PRODUCT COSTING

(Note: There may be typographical errors. Check results for all problems!)

JOB ORDER COSTING

1. The manufacturing operation that would be most likely to use a job-order costing

system is:

a. toy manufacturing.

b. candy manufacturing.

c. crude oil refining.

d. shipbuilding.*

A is probably incorrect. Toys look like assembly line products (uniform).

B is probably incorrect. Candy looks like assembly line products (uniform).

C is incorrect. Barrels of oil are uniform, assembly line products.

D is the best answer. Large ships are likely to be unique products.

2. Nil Co. uses a Predetermined Overhead Rate (POHR) based on DL cost to apply MOH to jobs. For the year ended December 31, Nil's estimated MOH was TL 600,000, based on an estimated volume of 50,000 DL hours, at a DL rate of TL 6.00 per hour. Actual MOH amounted to TL 620,000, with actual DL cost of TL 325,000. For the year, MOH was
a. over-applied by TL 20,000.

b. under-applied by TL 22,000.

c. over-applied by TL 30,000.* 
d. under-applied by TL 30,000.

POHR = 600,000/50,000 = TL 12/DL Hour   (Estimated MOH for the period /Estimated Cost Driver for the period)
Applied OH = 12* (325,000/6) = TL 650,000    (POHR * Actual Activity)

Actual MOH = TL 620,000 → MOH was over-applied by TL 30,000. 

3. Melpa Company uses a POHR based on DL hours to apply MOH to jobs. The company has provided the following estimated costs for the next year:

Direct materials ............................. TL 6,000

Direct labor ............................................ 20,000

Rent on factory building ........................ 15,000

Sales salaries .......................................... 25,000

Depreciation on factory equipment........ 8,000

Indirect labor .......................................... 12,000

Production supervisor's salary................ 15,000

Melpa estimates that 20,000 DL hours will be worked during the year. The POHR per hour will be
a. TL 2.50.* [(TL 15,000+8,000+12,000+15,000)/20,000] 

b. TL 3.50.

c. TL 3.75.

d. TL 5.05.

4. The predetermined overhead rate is determined as
a. Estimated overhead costs divided by estimated cost driver.*
b. Actual overhead costs divided by estimated cost driver.

c. Estimated overhead costs divided by actual cost driver.

d. Actual overhead costs divided by actual cost driver.

5. Altaş Manufacturing Company's factory overhead was underapplied at year end. What does this imply?

a. Actual overhead costs were less than estimated overhead costs.
b. Incurred overhead costs were less than applied overhead costs.
c. Actual overhead costs were greater than applied overhead costs.*
d. Overhead costs applied to jobs were greater than estimated overhead costs.
6. Ben Production produces coffee tables in batches of 10 tables each. On March 1, work in process had $7,100 consisting of job A1, and $4,300 was in finished goods for job A4. During the month, the company incurred job costs for the following: Job A5, Job A6, and Job A7. Jobs A1, A6, and A7 were completed. Jobs A1, A4 and A7 are sold. Which jobs are in ending work in process?

a. Jobs A1, A6, and A7

c. Job A6

b. Job A5*



d. Jobs A1 and A5

7. Estimated manufacturing overhead costs are allocated to individual jobs and products because

a. Manufacturing overhead is a period cost, not a job or product cost.
b. It is more accurate to estimate costs.

c. There is no reasonable way to trace the manufacturing overhead costs to the jobs or products.*
d. The actual overhead costs are not determinable.

Use the following data to answer questions 8-9.

Yelken Manufacturing Company uses a Job-Order Costing system and started the month of March with one job in process (Job #359). This job had $500 of cost assigned to it at this time. During March, Yelken assigned production costs as follows to the jobs worked on during the month:







Job #359
 Job #360
 Job #361

Total cost assigned to jobs during March
 $6,000 
$8,100 
$2,400

During March, Yelken completed and sold Job #359. Job #360 was also completed but was not sold by month end. Job #361 was not completed by the end of March.

8. What is Yelken's cost of goods manufactured for March?

a. $ 6,500.
b. $14,100.
c. $14,600.* CGM = Cost of the jobs finished (jobs 359 & 360); cost =($500+6,000+8,100)

d. $16,500.
9. What is Yelken's work in process inventory balance at the end of March?

a. $ 1,900.
b. $ 2,400.* ending WIP = Cost (so far) of the incomplete job (job 361)
c. $ 2,900.
d. $10,000.
PROCESS COSTING

1. KETI A.Ş. makes Teatime cookies in three departments, Mixing, Baking & Packaging.


ADD DM, DL & MOH




Mixing

 Baking
     Packaging

  Finished goods
     Customer

Data for April 2008 for Mixing Department:

Units

Beginning Inventory (WIP, April 1)


Units of product


100,000


% completion – DM


100%


% completion – Conversion

70%

Units started into production during April
800,000

Ending Inventory (WIP, April 30)


Units of product


200,000


% completion – DM


100%


% completion – Conversion

60%

Costs

Beginning Inventory (WIP, April 1)


DM

100% complete
  TL 50,000


Conversion
70% complete

           35,000






  TL 85,000
Costs incurred during production in April


DM




 TL 400,000


Conversion



         170,000






 TL 570,000
Assume FIFO process costing is used & all DM is added at the beginning of production.

a. Show physical (actual) unit flows (in 000 units).





% completion (with respect to conversion)




0%




      100%








     BWIP  100









70%


800








     700*







60%






        EWIP  200

*700 units transferred into Baking Department = 100 units from BWIP + 600 units started & completed in April

b. Compute equivalent units (EU) of production for Mixing Department.







DM



Conversion
     





Units of
% added
EU

% added
EU





Product
in April


in April
     
Beginnig WIP


100,000
0*

0

30†
      30,000

Units started & completed
600,000
100

600,000
100††
    600,000

Ending WIP


200,000
100**

200,000
60†††
    120,000
Total units


900,000


800,000

    750,000
*Direct materials are added at the beginning of the process. All units are 100 percent complete for materials as soon as processing begins. No additional materials are necessary to complete the beginning inventory. 
**Notice that the units in ending work in process are 100% complete for material.

†Conversion is only 70 percent complete for the units in beginning inventory. To complete these units 30% of the conversion was incurred in April. 
††All (100%) of the conversion was added during April for the 600,000 units started and completed in April.
†††60% of the conversion had been incurred for the partially completed units in ending inventory. 

c. Compute unit production costs.

Activities in April



DM


Conversion

Total cost of resource for April*

TL 400,000

TL 170,000

Equivalent units of production
          [image: image1.wmf]¸

 800,000

[image: image2.wmf]¸

 750,000

Cost per equivalent unit for April

= TL 0.50

= TL 0.2267
Total production cost per unit 
TL 0.50 + TL 0.2267 = TL 0.73

*Under FIFO process costing, beginning inventory costs are not included in these computations for April’s unit costs because they were incurred in March.
d. Prepare a cost summary showing cost of completed & transferred cookies & cost of EWIP.

Mixing Department Cost Summary

Cost of completed units


From BWIP



April 1 balance





     TL 85,000


Costs to complete April 1 inventory



DM




         TL 0




Conversion (30,000 * TL 0.2267)
         6,801

    6,801

Started & completed (600,000 * TL (0.5+0.2267)

    

436,020

Total completed & transferred (700,000 units)


      TL 527,801
Cost of EWIP




DM (200,000 * TL 0.5)

   TL 100,000




Conversion (120,000*TL 0.2267)
           27,204
    
 127,204
Total cost accounted for






     TL 655,005
2. The best example of a business requiring a process costing system would be a(n)
a. Custom cabinet shop.

b. Antique furniture restorer.

c. Soap manufacturer.*
d. Automobile repair shop.

3. The costs in a process cost system are traced to
a. Specific jobs.

b. Specific customers.

c. Specific company administrators.

d. Specific production departments.*
4. If raw materials are introduced into a production department at the beginning of the process, which statement is correct about the equivalent units in ending WIP for materials?

a. All of the units in work in process are 100 % complete with respect to materials.*
b. All of the units in work in process are 0 % complete with respect to materials.
c. Equivalent units of materials are not a function of when the materials are entered into the process.

d. None of the above.

5. Which one of the following is true?

a. Total product costs accumulated in a process system will always have the same total product costs as in job-order costing system.*
b. In a process system, the products are unique with costs per unit that differ.

c. In a job-order costing system the products are homogeneous.
d. In a job order costing system, the equivalent cost per unit is the same cost regardless of product produced.
6. Marka Co. started 45,800 nails into production during June. There were 6,000 units in ending work in process which were 50% complete as to conversion costs and 100% complete as to materials. Marka completed and transferred out 45,000 units during June. How many units were in beginning work in process?

a. 5,200*

c. 800

b. 2,500

d. 6,800

7. During May, Melpak completed and transferred 20,000 paper towels out of work in process. There was no balance in beginning work in process. At the end of May, there were 4,000 paper towels that were 25% complete with respect to labor and overhead and 100% complete with respect to material. During May, the company incurred $210,000 of material cost, $42,000 of labor cost, and $31,500 of manufacturing overhead. Costs per equivalent unit for material, labor, and manufacturing overhead are equal to $8.75, $2.00, and $1.50, respectively. How much is the total material cost in ending work in process?

a. $175,000

b. $8,750

c. $49,000

d. $35,000*
9. During April, EndMüh Co. completed and transferred 20,000 printers out of work in process. Beginning work in process inventory had 1,500 printers. At the end of April, there were 2,000 units in work in process that were 25% complete with respect to labor and overhead and 100% complete with respect to material. How many units were started during April?

a. 20,500*

c. 20,000

b. 21,500

d. 22,000
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