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Chapter 02

Job-Order Costing

True / False Questions

1. The use of predetermined overhead rates in a job-order cost system makes it

possible to estimate the total cost of a given job as soon as production is completed.

True False

2. A job cost sheet is used to accumulate costs charged to a job.

True False

3. The following journal entry would be made to apply overhead cost to jobs in a job-

order costing system:

Manufacturing Overhead XXX
Work in Process XXX
True False

Full all chaptersinstant download please go to Solutions Manual, Test Bank site: downloadlink.org



http://downloadlink.org/product/test-bank-for-introduction-to-managerial-accounting-6th-edition-by-brewer/

Under a job-order cost system the Work in Process account is debited with the cost

of materials purchased.

True False

The process of assigning overhead cost to jobs is known as overhead application.

True False

The cost of a completed job in a job-order costing system typically consists of the
actual direct materials cost of the job, the actual direct labor cost of the job, and the

actual manufacturing overhead cost of the job.

True False

A debit balance in the Manufacturing Overhead account at the end of the year

means that manufacturing overhead is overapplied.

True False

Period costs are expensed as incurred, rather than going into the Work in Process

account.

True False



9. Advertising costs should be charged to the Manufacturing Overhead account.

True False

10. When a job has been completed, the goods are transferred from the production
department to the finished goods warehouse and the journal entry would include a

credit to Work in Process.

True False

11. Underapplied or overapplied manufacturing overhead represents the difference

between actual overhead costs and applied overhead costs.

True False

12. Top management salaries should not go into the Manufacturing Overhead account.

True False

13. If manufacturing overhead applied exceeds the actual manufacturing overhead costs

of the period, then manufacturing overhead is overapplied.

True False

Multiple Choice Questions



14. In computing its predetermined overhead rate, Marple Company inadvertently left its

indirect labor costs out of the computation. This oversight will cause:

A. Manufacturing Overhead to be overapplied.
B. the Cost of Goods Manufactured to be understated.
C. the debits to the Manufacturing Overhead account to be understated.

D. the ending balance in Work in Process to be overstated.

15. Which of the following is the correct formula to compute the predetermined

overhead rate?

A. Estimated total units in the allocation base divided by estimated total
manufacturing overhead costs.

B. Estimated total manufacturing overhead costs divided by estimated total units in
the allocation base.

C. Actual total manufacturing overhead costs divided by estimated total units in the
allocation base.

D. Estimated total manufacturing overhead costs divided by actual total units in the

allocation base.



16. Which of the following would probably be the least appropriate allocation base for

17.

allocating overhead in a highly automated manufacturer of specialty valves?

A. machine-hours
B. power consumption
C. direct labor-hours

D. machine setups

What document is used to determine the actual amount of direct labor to record on

a job cost sheet?

A. time ticket
B. payroll register
C. production order

D. wages payable account



18. A proper journal entry to close overapplied manufacturing overhead to Cost of

Goods Sold would be:

A) Cost of Goods Sold XXX
Work in Process XXX
B) Cost of Goods Sold XXX
Manufacturing Overhead XXX
C) Cost of Goods Sold XXX
Finished Goods XXX
D) Manufacturing Overhead XXX
Cost of Goods Sold XXX
A. Option A
B. Option B
C. Option C
D. Option D

19. In a job-order costing system, direct labor cost is ordinarily debited to:

A. Manufacturing Overhead.
B. Cost of Goods Sold.
C. Finished Goods.

D. Work in Process.



20. In a job-order costing system, the use of direct materials that have been previously

purchased is recorded as a debit to:

A. Raw Materials inventory.
B. Work in Process inventory.
C. Finished Goods inventory.

D. Manufacturing Overhead.

21. The journal entry to record the incurrence of indirect labor costs is:

A) Wages Payable XXX
Manufacturing Overhead XXX
B) Work In Process XXX
Wages Payable XXX
©) Manufacturing Overhead XXX
Wages Payable XXX
D) Wages Payable XXX
Work In Process XXX
A. Option A
B. Option B
C. Option C

D. Option D



22. Which of the following accounts is debited when direct labor is recorded?

23.

24.

A. Work in process
B. Salaries and wages expense
C. Salaries and wages payable

D. Manufacturing overhead

The balance in the Work in Process account equals:

A. the balance in the Finished Goods inventory account.
B. the balance in the Cost of Goods Sold account.
C. the balances on the job cost sheets of uncompleted jobs.

D. the balance in the Manufacturing Overhead account.

In a job-order costing system, indirect materials that have been previously purchased

and that are used in production are recorded as a debit to:

A. Work in Process inventory.
B. Manufacturing Overhead.
C. Finished Goods inventory.

D. Raw Materials inventory.



25.

20.

Martinez Aerospace Company uses a job-order costing system. The direct materials
for Job #045391 were purchased in July and put into production in August. The job
was not completed by the end of August. At the end of August, in what account

would the direct material cost assigned to Job #045391 be located?

A. raw materials inventory
B. work in process inventory
C. finished goods inventory

D. cost of goods manufactured

Which terms will make the following statement true? When manufacturing overhead
is overapplied, the Manufacturing Overhead account has a balance and

applied manufacturing overhead is greater than manufacturing overhead.

A. debit, actual
B. credit, actual
C. debit, estimated

D. credit, estimated



27.

28.

Overapplied manufacturing overhead occurs when:

A. applied overhead exceeds actual overhead.
B. applied overhead exceeds estimated overhead.
C. actual overhead exceeds estimated overhead.

D. budgeted overhead exceeds actual overhead.

Daguio Corporation uses direct labor-hours in its predetermined overhead rate. At
the beginning of the year, the total estimated manufacturing overhead was $224,580.
At the end of the year, actual direct labor-hours for the year were 18,200 hours,
manufacturing overhead for the year was underapplied by $12,100, and the actual
manufacturing overhead was $219,580. The predetermined overhead rate for the year

must have been closest to:

A. $11.40 per machine-hour
B. $12.34 per machine-hour
C. $12.06 per machine-hour
D. $10.53 per machine-hour



29.

30.

Wert Corporation uses a predetermined overhead rate based on direct labor cost to
apply manufacturing overhead to jobs. Last year, the company's estimated
manufacturing overhead was $1,200,000 and its estimated level of activity was 50,000
direct labor-hours. The company's direct labor wage rate is $12 per hour. Actual
manufacturing overhead amounted to $1,240,000, with actual direct labor cost of

$650,000. For the year, manufacturing overhead was:

A. overapplied by $60,000
B. underapplied by $60,000
C. overapplied by $40,000
D. underapplied by $44,000

Crinks Corporation uses direct labor-hours in its predetermined overhead rate. At the
beginning of the year, the estimated direct labor-hours were 11,200 hours and the
total estimated manufacturing overhead was $259,840. At the end of the year, actual
direct labor-hours for the year were 10,800 hours and the actual manufacturing

overhead for the year was $254,840. Overhead at the end of the year was:

A. $4,280 overapplied
B. $9,280 overapplied
C. $9,280 underapplied
D. $4,280 underapplied



31

32.

At the beginning of the year, manufacturing overhead for the year was estimated to
be $267,500. At the end of the year, actual direct labor-hours for the year were
22,100 hours, the actual manufacturing overhead for the year was $262,500, and
manufacturing overhead for the year was overapplied by $13,750. If the
predetermined overhead rate is based on direct labor-hours, then the estimated
direct labor-hours at the beginning of the year used in the predetermined overhead

rate must have been:

A. 22,100 direct labor-hours
B. 19,900 direct labor-hours
C. 21,000 direct labor-hours
D. 21,400 direct labor-hours

Brace Corporation uses direct labor-hours in its predetermined overhead rate. At the
beginning of the year, the estimated direct labor-hours were 21,600 hours. At the end
of the year, actual direct labor-hours for the year were 20,400 hours, the actual

manufacturing overhead for the year was $506,920, and manufacturing overhead for
the year was underapplied by $23,440. The estimated manufacturing overhead at the

beginning of the year used in the predetermined overhead rate must have been:

A. $501,920
B. $531,445
C. $483,480
D. $511,920



33. Yista Corporation uses a predetermined overhead rate based on direct labor-hours to
apply manufacturing overhead to jobs. The company estimated manufacturing
overhead at $510,000 for the year and direct labor-hours at 100,000 hours. Actual
manufacturing overhead costs incurred during the year totaled $540,000. Actual
direct labor-hours were 105,000. What was the overapplied or underapplied overhead

for the year?

A. $30,000 overapplied
B. $30,000 underapplied
C. $4,500 overapplied
D. $4,500 underapplied



34. Malcolm Company uses a predetermined overhead rate based on direct labor-hours

to apply manufacturing overhead to jobs.

On September 1, the estimates for the month were:

Manufacturing overhead.................cccoocoooiiiiiiiiie $17,000

Direct 1abor-hours ............ooooiioiie e 13,600
During September, the actual results were:

Manufacturing overhead....................occoooiiiiiiiiiiee $18,500

Direct labor-hours ...........ccoooooiii e 12,000

The cost records for September will show:

A. Overapplied manufacturing overhead of $1,500
B. Underapplied overhead of $1,500
C. Overapplied manufacturing overhead of $3,500
D. Underapplied overhead of $3,500

35. The Work in Process inventory account of a manufacturing firm shows a balance of
$3,000 at the end of an accounting period. The job cost sheets of two uncompleted
jobs show charges of $500 and $300 for direct materials, and charges of $400 and
$600 for direct labor. From this information, it appears that the company is using a

predetermined overhead rate, as a percentage of direct labor costs, of:

A. 83%
B. 120%
C. 40%
D. 300%



36. Washtenaw Corporation uses a job-order costing system. The following data are for

last year:
Estimated direct labor-hours..........cccoooviviveiviinn. 12,000
Estimated manufacturing overhead costs............ $39,000
Actual direct labor-hours................cccooooiiiin 11,000
Actual manufacturing overhead costs ................ $37,000

Washtenaw applies overhead using a predetermined rate based on direct labor-

hours. What predetermined overhead rate was used last year?

A. $3.55 per direct labor-hour
B. $3.25 per direct labor-hour
C. $3.08 per direct labor-hour
D. $3.36 per direct labor-hour



37. Capalbo Corporation bases its predetermined overhead rate on the estimated labor-
hours for the upcoming year. At the beginning of the most recently completed year,
the company estimated the labor-hours for the upcoming year at 52,000 labor-hours.
The estimated variable manufacturing overhead was $2.78 per labor-hour and the
estimated total fixed manufacturing overhead was $1,192,360. The actual labor-hours
for the year turned out to be 52,600 labor-hours. The predetermined overhead rate

for the recently completed year was closest to:

A. $2.78

B. $25.45
C. $25.71
D. $22.93



38. Compton Company uses a predetermined overhead rate in applying overhead to
production orders on a labor cost basis in Department A and on a machine-hours
basis in Department B. At the beginning of the most recently completed year, the

company made the following estimates:

Dept. A Dept. B

Direct labor cost............cc.......... $56,000 $33,000
Manufacturing overhead .......... $67,200 $45,000
Direct labor-hours..................... 8,000 9,000
Machine-hours .......................... 4,000 15,000

What predetermined overhead rate would be used in Department A and Department

B, respectively?

A. 83% and $5
B. 83% and $3
C.120% and $3
D. 83% and $4



39. Hayne Corporation bases its predetermined overhead rate on the estimated
machine-hours for the upcoming year. Data for the most recently completed year

appear below:

Estimates made at the beginning of the year:

Estimated machine-hours ..........cocooovveiiie 19,000
Estimated variable manufacturing overhead ............. $7.89 per machine-hour
Estimated total fixed manufacturing overhead ......... $465.880

Actual machine-hours for the year ... 20,200

The predetermined overhead rate for the recently completed year was closest to:

A. $7.89

B. $30.95
C. $24.52
D. $32.41



40. The Collins Company uses predetermined overhead rates to apply manufacturing
overhead to jobs. The predetermined overhead rate is based on labor cost in Dept. A
and machine-hours in Dept. B. At the beginning of the year, the company made the

following estimates:

Dept A Dept B

Direct labor cost........................ $65,000 $42,000
Manufacturing overhead .......... $91,000 $48,000
Direct labor-hours...........ccc....... 8,000 10,000
Machine-hours ........cccoooeiveeeinn. 3,000 12,000

What predetermined overhead rates would be used in Dept A and Dept B,

respectively?

A.71% and $4.00
B. 140% and $4.00
C. 140% and $4.80
D. 71% and $4.80



41. Simoneaux Corporation bases its predetermined overhead rate on the estimated
machine-hours for the upcoming year. At the beginning of the most recently
completed year, the company estimated the machine-hours for the upcoming year at
22,000 machine-hours. The estimated variable manufacturing overhead was $8.65
per machine-hour and the estimated total fixed manufacturing overhead was
$609,400. The predetermined overhead rate for the recently completed year was

closest to:

A. $36.35 per machine-hour
B. $27.70 per machine-hour
C. $33.32 per machine-hour
D. $8.65 per machine-hour



42. Kelsh Company uses a predetermined overhead rate based on machine-hours to
apply manufacturing overhead to jobs. The company has provided the following

estimated costs for next year:

Direct materialS.........cc.cooovovveeiviiieee. $10,000
Direct 1abor......cooovvieioee $30,000
Sales COMMISSIONS .....vvvveeeeireeeeeiiieeen. $40,000
Salary of production supervisor............ $20,000
Indirect materials ..........cccoovvvviieeei $4.000
Advertising eXpense ............................ $8,000
Rent on factory equipment.................... $10,000

Kelsh estimates that 5,000 direct labor-hours and 10,000 machine-hours will be

worked during the year. The predetermined overhead rate per hour will be:

A. $6.80
B. $6.40
C. $3.40
D. $8.20



43, Kaiser Corporation bases its predetermined overhead rate on the estimated machine-

hours for the upcoming year. Data for the upcoming year appear below:

Estimated machine-hours.................ccccccooiiiiii 70,000
Estimated variable manufacturing overhead................. $6.68 per machine-hour
Estimated total fixed manufacturing overhead............. $1,283,800

The predetermined overhead rate for the recently completed year was closest to:

A. $6.68

B. $25.02
C. $25.59
D. $18.34

44. The following data have been recorded for recently completed Job 674 on its job
cost sheet. Direct materials cost was $2,039. A total of 32 direct labor-hours and 175
machine-hours were worked on the job. The direct labor wage rate is $14 per labor-
hour. The company applies manufacturing overhead on the basis of machine-hours.
The predetermined overhead rate is $15 per machine-hour. The total cost for the job

on its job cost sheet would be:

A. $2,967
B. $2,487
C. $2,068
D. $5112



45. Job 731 was recently completed. The following data have been recorded on its job

cost sheet:
Direct materialS.................... $2.391
Direct labor-hours................ 69 labor-hours
Direct labor wage rate ......... $13 per labor-hour
Machine-hours ..o 129 machine-hours

The company applies manufacturing overhead on the basis of machine-hours. The
predetermined overhead rate is $14 per machine-hour. The total cost that would be

recorded on the job cost sheet for Job 731 would be:

A. $3,288
B. $5,094
C. $4,254
D. $2,418



46. The operations of the Kerry Company resulted in underapplied overhead of $5,000.

The entry to close out this balance to Cost of Goods Sold and the effect of the

underapplied overhead on Cost of Goods Sold would be:

Journal Entry
A) Manufacturing Overhead
Cost of Goods Sold
B) Cost of Goods Sold
Manufacturing Overhead
O) Cost of Goods Sold
Manufacturing Overhead
D) Manufacturing Overhead
Cost of Goods Sold

A. Option A
B. Option B
C. Option C
D. Option D

5,000
5,000
5,000

5,000

5,000
5,000
5,000

5,000

Effect on Cost of Goods Sold
Deduct $5,000

Deduct $5,000
Add $5,000

Add $5,000



47.

48.

Reichelderfer Corporation has provided data concerning the company's
Manufacturing Overhead account for the month of August. Prior to the closing of the
overapplied or underapplied balance to Cost of Goods Sold, the total of the debits to
the Manufacturing Overhead account was $50,000 and the total of the credits to the

account was $72,000. Which of the following statements is true?

A. Manufacturing overhead transferred from Finished Goods to Cost of Goods Sold
during the month was $72,000.

B. Manufacturing overhead applied to Work in Process for the month was $50,000.

C. Actual manufacturing overhead for the month was $50,000.

D. Manufacturing overhead for the month was underapplied by $22,000.

Hults Corporation has provided data concerning the company's Manufacturing
Overhead account for the month of November. Prior to the closing of the
overapplied or underapplied balance to Cost of Goods Sold, the total of the debits to
the Manufacturing Overhead account was $75,000 and the total of the credits to the

account was $57,000. Which of the following statements is true?

A. Manufacturing overhead transferred from Finished Goods to Cost of Goods Sold
during the month was $75,000.

B. Actual manufacturing overhead incurred during the month was $57,000.

C. Manufacturing overhead applied to Work in Process for the month was $75,000.

D. Manufacturing overhead for the month was underapplied by $18,000.



49. Vandagriff Corporation has provided data concerning the company's Manufacturing
Overhead account for the month of June. Prior to the closing of the overapplied or
underapplied balance to Cost of Goods Sold, the total of the debits to the
Manufacturing Overhead account was $77,000 and the total of the credits to the

account was $64,000. Which of the following statements is true?

A. Manufacturing overhead transferred from Finished Goods to Cost of Goods Sold

during the month was $77,000.
B. Manufacturing overhead applied to Work in Process for the month was $64,000.
C. Manufacturing overhead for the month was overapplied by $13,000.

D. Actual manufacturing overhead incurred during the month was $64,000.

50. During October, Crusan Corporation incurred $62,000 of direct labor costs and
$4,000 of indirect labor costs. The journal entry to record the accrual of these wages

would include a:

A. debit to Work in Process of $66,000
B. credit to Work in Process of $66,000
C. debit to Work in Process of $62,000
D. credit to Work in Process of $62,000



51.

52.

During December at Ingrim Corporation, $74,000 of raw materials were requisitioned
from the storeroom for use in production. These raw materials included both direct
and indirect materials. The indirect materials totaled $6,000. The journal entry to

record the requisition from the storeroom would include a:

A. debit to Raw Materials of $74,000

B. debit to Work in Process of $68,000

C. credit to Manufacturing Overhead of $6,000
D. debit to Work in Process of $74,000

Stickles Corporation incurred $79,000 of actual Manufacturing Overhead costs during
August. During the same period, the Manufacturing Overhead applied to Work in
Process was $75,000. The journal entry to record the incurrence of the actual

Manufacturing Overhead costs would include a:

A. debit to Manufacturing Overhead of $79,000
B. credit to Manufacturing Overhead of $79,000
C. credit to Work in Process of $75,000
D. debit to Work in Process of $75,000



53.

54.

Valles Corporation had $22,000 of raw materials on hand on February 1. During the
month, the company purchased an additional $75,000 of raw materials. The journal

entry to record the purchase of raw materials would include a:

A. credit to Raw Materials of $97,000
B. debit to Raw Materials of $97,000
C. credit to Raw Materials of $75,000
D. debit to Raw Materials of $75,000

Wedd Corporation had $35,000 of raw materials on hand on May 1. During the
month, the company purchased an additional $68,000 of raw materials. During May,
$92,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $5,000. The debits to the Work in Process account as a

consequence of the raw materials transactions in May total:

A. $92,000
B. $0

C. $68,000
D. $87,000



55.

56.

During February, Degan Inc. transferred $60,000 from Work in Process to Finished
Goods and recorded a Cost of Goods Sold of $65,000. The journal entries to record

these transactions would include a:

A. debit to Finished Goods of $65,000

B. credit to Cost of Goods Sold of $65,000
C. credit to Work in Process of $60,000

D. credit to Finished Goods of $60,000

Kirson Corporation incurred $89,000 of actual Manufacturing Overhead costs during
December. During the same period, the Manufacturing Overhead applied to Work in
Process was $92,000. The journal entry to record the application of Manufacturing

Overhead to Work in Process would include a:

A. debit to Manufacturing Overhead of $92,000
B. debit to Work in Process of $89,000
C. credit to Manufacturing Overhead of $92,000
D. credit to Work in Process of $89,000



57. At the beginning of August, Hogancamp Corporation had $26,000 of raw materials

58.

on hand. During the month, the company purchased an additional $73,000 of raw
materials. During August, $77,000 of raw materials were requisitioned from the
storeroom for use in production. The credits to the Raw Materials account for the

month of August total:

A. $73,000
B. $77,000
C. $99,000
D. $26,000

During July at Tiner Corporation, $74,000 of raw materials were requisitioned from
the storeroom for use in production. These raw materials included both direct and
indirect materials. The indirect materials totaled $7,000. The journal entry to record

this requisition would include a debit to Manufacturing Overhead of:

A. $0

B. $74,000
C. $7,000
D. $67,000



59.

60.

On February 1, Caddell Corporation had $28,000 of raw materials on hand. During
the month, the company purchased an additional $70,000 of raw materials. During
February, $81,000 of raw materials were requisitioned from the storeroom for use in

production. The debits to the Raw Materials account for the month of February total:

A. $98,000
B. $70,000
C. $28,000
D. $81,000

In May, Hervey Inc. incurred $60,000 of direct labor costs and $3,000 of indirect labor

costs. The journal entry to record the accrual of these wages would include a:

A. credit to Manufacturing Overhead of $3,000
B. debit to Work in Process of $63,000
C. credit to Work in Process of $63,000
D. debit to Manufacturing Overhead of $3,000



61. The Donaldson Company uses a job-order costing system. The following data were

recorded for July:

July 1
Work 1n Process Added During July
Job Number Inventory Direct Materials Direct Labor
475 i, $1,500 $500 $300
476 oo, $1,000 $700 $900
= 4 7 S —— $900 $1,000 $1,500
478 i, $700 $1,200 $2,000

Overhead is applied to jobs at the rate of 80% of direct materials cost. Jobs 475, 477,
and 478 were completed during July and transferred to finished goods. Jobs 475 and
478 have been delivered to the customer. Donaldson's Work in Process inventory

balance on July 31 was:

A. $7,280
B. $2,600
C. $3,160
D. $3,320



62.

63.

Pinnini Co. uses a predetermined overhead rate based on direct labor-hours to apply
manufacturing overhead to jobs. Last year, Pinnini Company incurred $225,000 in
actual manufacturing overhead cost. The Manufacturing Overhead account showed
that overhead was overapplied $14,500 for the year. If the predetermined overhead
rate was $5.00 per direct labor-hour, how many hours did the company work during

the year?

A. 45,000 hours
B. 47,900 hours
C. 42,100 hours
D. 44,000 hours

Dowan Company uses a predetermined overhead rate based on direct labor-hours to
apply manufacturing overhead to jobs. Last year Dowan Company incurred $156,600
in actual manufacturing overhead cost. The Manufacturing Overhead account
showed that manufacturing overhead was underapplied by $12,600 for the year. If the
predetermined overhead rate is $6.00 per direct labor-hour, how many hours did the

company work during the year?

A. 26,000 hours
B. 24,000 hours
C. 28,200 hours
D. 25,000 hours



64. Kelson Company applies overhead to jobs on the basis of 60% of direct labor cost. If
Job 201 shows $27,000 of manufacturing overhead applied, the direct labor cost on

the job was:

A. $16,200
B. $27,000
C. $37,800
D. $45,000



65. The following accounts are from last year's books at Sharp Manufacturing:

Raw Materials
Beg Bal 0 77,000 (b)
(a) 82,000
5,000
Finished Goods
Beg Bal 0 230,000  (g)
) 255,000
25,000

Work in Process

Beg Bal 0 | 255,000 ®
(b) 66,000
() 84,000
(e) 105,000
0

Manufacturing Overhead

(b) 11,000 | 105,000 (e)
() 13,000
(d) 78,000

3,000
(h) 3,000
Cost of Goods Sold

(2) 230,000

3,000 (h)
227,000

Sharp uses job-order costing and applies manufacturing overhead to jobs based on

direct labor costs. What is the amount of cost of goods manufactured for the year?

A. $252,000
B. $227,000



606.

o67.

C. $230,000
D. $255,000

Jurper Corporation used $150,000 of direct materials during April. At the end of April,
Jurper's direct materials inventory was $25,000 more than it was at the beginning of

the month. Direct materials purchases during the April amounted to:

A. $0

B. $125,000
C. $150,000
D. $175,000

Desrevisseau Inc., a manufacturing company, has provided the following data for the
month of August. The balance in the Work in Process inventory account was $10,000
at the beginning of the month and $22,000 at the end of the month. During the
month, the company incurred direct materials cost of $63,000 and direct labor cost of
$39,000. The actual manufacturing overhead cost incurred was $40,000. The
manufacturing overhead cost applied to Work in Process was $43,000. The cost of

goods manufactured for August was:

A. $133,000
B. $142,000
C. $145,000
D. $130,000



68. Under Lamprey Company's job-order costing system, manufacturing overhead is
applied to Work in Process inventory using a predetermined overhead rate. During

January, Lamprey's transactions included the following:

Direct materials issued to production.............. $90,000
Indirect materials 1ssued to production ........... $8,000
Manufacturing overhead cost incurred............ $125,000
Manufacturing overhead cost applied.............. $113,000
Direct labor cost incurred.................ccooeeienn.. $107,000

Lamprey Company had no beginning or ending inventories. What was the cost of

goods manufactured for January?

A. $302,000
B. $310,000
C. $322,000
D. $330,000



69. Delhoyo Corporation, a manufacturing company, has provided data concerning its

/0.

operations for September. The beginning balance in the raw materials account was
$37,000 and the ending balance was $29,000. Raw materials purchases during the
month totaled $57,000. Manufacturing overhead cost incurred during the month was
$102,000, of which $2,000 consisted of raw materials classified as indirect materials.

The direct materials cost for September was:

A. $63,000
B. $57,000
C. $65,000
D. $49,000

Gest Inc. has provided the following data for the month of November. The balance in
the Finished Goods inventory account at the beginning of the month was $49,000
and at the end of the month was $45,000. The cost of goods manufactured for the
month was $226,000. The actual manufacturing overhead cost incurred was $74,000
and the manufacturing overhead cost applied to Work in Process was $70,000. The
adjusted cost of goods sold that would appear on the income statement for

November is:

A. $226,000
B. $230,000
C. $222,000
D. $234,000



71. The actual manufacturing overhead incurred at Hogans Corporation during April was
$59,000, while the manufacturing overhead applied to Work in Process was $74,000.
The company's Cost of Goods Sold was $289,000 prior to closing out its
Manufacturing Overhead account. The company closes out its Manufacturing

Overhead account to Cost of Goods Sold. Which of the following statements is true?

A. Manufacturing overhead was overapplied by $15,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $274,000

B. Manufacturing overhead was underapplied by $15,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $274,000

C. Manufacturing overhead was overapplied by $15,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $304,000

D. Manufacturing overhead was underapplied by $15,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $304,000



72. Sharp Company's records show that overhead was overapplied by $10,000 last year.
This overapplied manufacturing overhead was closed out to the Cost of Goods Sold
account at the end of the year. In trying to determine why overhead was overapplied
by such a large amount, the company has discovered that $6,000 of depreciation on
factory equipment was charged to administrative expense in error. Given the above

information, which of the following statements is true?

A. Manufacturing overhead was actually overapplied by $16,000 for the year.

B. The company's net income is understated by $6,000 for the year.

C. Under the circumstances posed above, the error in recording depreciation would
have no effect on net operating income for the year.

D. The $6,000 in depreciation should have been charged to Work in Process rather

than to administrative expense.



73. Lietz Corporation has provided the following data concerning manufacturing

overhead for January:

Actual manufacturing overhead incurred................................. $52,000
Manufacturing overhead applied to Work in Process............. $75,000

The company's Cost of Goods Sold was $369,000 prior to closing out its
Manufacturing Overhead account. The company closes out its Manufacturing

Overhead account to Cost of Goods Sold. Which of the following statements is true?

A. Manufacturing overhead was underapplied by $23,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $392,000

B. Manufacturing overhead was underapplied by $23,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $346,000

C. Manufacturing overhead was overapplied by $23,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $346,000

D. Manufacturing overhead was overapplied by $23,000; Cost of Goods Sold after

closing out the Manufacturing Overhead account is $392,000



74. Bakker Corporation applies manufacturing overhead on the basis of direct labor-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $77,250 and 2,500
estimated direct labor-hours. Actual manufacturing overhead for the year amounted

to $79,000 and actual direct labor-hours were 2,400.

The predetermined overhead rate for the year was closest to:

A. $29.66
B. $32.92
C. $31.60
D. $30.90

75. Bakker Corporation applies manufacturing overhead on the basis of direct labor-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $77,250 and 2,500
estimated direct labor-hours. Actual manufacturing overhead for the year amounted

to $79,000 and actual direct labor-hours were 2,400.

The applied manufacturing overhead for the year was closest to:

A. $74,160
B. $71,184
C. $75,840
D. $79,008



76. Bakker Corporation applies manufacturing overhead on the basis of direct labor-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $77,250 and 2,500
estimated direct labor-hours. Actual manufacturing overhead for the year amounted

to $79,000 and actual direct labor-hours were 2,400.

The overhead for the year was:

A. $3,090 overapplied
B. $4,840 underapplied
C. $4,840 overapplied
D. $3,090 underapplied



77. Acitelli Corporation, which applies manufacturing overhead on the basis of machine-

hours, has provided the following data for its most recent year of operations.

Estimated manufacturing overhead ........... $357,000
Estimated machine-hours.......................... 8,500
Actual manufacturing overhead................. $358,000
Actual machine-hours................................ 8,560

The estimates of the manufacturing overhead and of machine-hours were made at
the beginning of the year for the purpose of computing the company's

predetermined overhead rate for the year.

The predetermined overhead rate is closest to:

A. $42.30
B. $41.82
C. $42.12
D. $42.00



78. Acitelli Corporation, which applies manufacturing overhead on the basis of machine-

hours, has provided the following data for its most recent year of operations.

Estimated manufacturing overhead............ $357,000
Estimated machine-hours.......................... 8,500
Actual manufacturing overhead................. $358,000
Actual machine-hours................................ 8,560

The estimates of the manufacturing overhead and of machine-hours were made at
the beginning of the year for the purpose of computing the company's

predetermined overhead rate for the year.

The applied manufacturing overhead for the year is closest to:

A. $357,979
B. $360,547
C. $359,520
D. $362,088



79. Acitelli Corporation, which applies manufacturing overhead on the basis of machine-

hours, has provided the following data for its most recent year of operations.

Estimated manufacturing overhead ........... $357,000
Estimated machine-hours.......................... 8,500
Actual manufacturing overhead................. $358,000
Actual machine-hours................................ 8,560

The estimates of the manufacturing overhead and of machine-hours were made at
the beginning of the year for the purpose of computing the company's

predetermined overhead rate for the year.

The overhead for the year was:

A. $1,520 underapplied
B. $2,520 overapplied
C. $1,520 overapplied
D. $2,520 underapplied



80. Carter Corporation applies manufacturing overhead on the basis of machine-hours.
At the beginning of the most recent year, the company based its predetermined
overhead rate on total estimated overhead of $135,850. Actual manufacturing
overhead for the year amounted to $145,000 and actual machine-hours were 5,660.
The company's predetermined overhead rate for the year was $24.70 per machine-

hour.

The predetermined overhead rate was based on how many estimated machine-

hours?

A. 5,870
B. 5,500
C. 6,081
D. 5,660



81. Carter Corporation applies manufacturing overhead on the basis of machine-hours.
At the beginning of the most recent year, the company based its predetermined
overhead rate on total estimated overhead of $135,850. Actual manufacturing
overhead for the year amounted to $145,000 and actual machine-hours were 5,660.
The company's predetermined overhead rate for the year was $24.70 per machine-

hour.

The applied manufacturing overhead for the year was closest to:

A. $135,850
B. $149,218
C. $143,869
D. $139,802



82. Carter Corporation applies manufacturing overhead on the basis of machine-hours.
At the beginning of the most recent year, the company based its predetermined
overhead rate on total estimated overhead of $135,850. Actual manufacturing
overhead for the year amounted to $145,000 and actual machine-hours were 5,660.
The company's predetermined overhead rate for the year was $24.70 per machine-

hour.

The overhead for the year was:

A. $5,198 overapplied
B. $3,952 underapplied
C. $3,952 overapplied
D. $5,198 underapplied



83. Snappy Company has a job-order costing system and uses a predetermined
overhead rate based on direct labor-hours to apply manufacturing overhead to jobs.
Manufacturing overhead cost and direct labor hours were estimated at $100,000 and
40,000 hours, respectively, for the year. In July, Job #334 was completed at a cost of
$5,000 in direct materials and $2,400 in direct labor. The labor rate is $6 per hour. By
the end of the year, Snappy had worked a total of 45,000 direct labor-hours and had

incurred $110,250 actual manufacturing overhead cost.

If Job #334 contained 200 units, the unit product cost on the completed job cost

sheet would be:

A. $37.00
B. $42.00
C. $41.90
D. $39.50



84. Snappy Company has a job-order costing system and uses a predetermined
overhead rate based on direct labor-hours to apply manufacturing overhead to jobs.
Manufacturing overhead cost and direct labor hours were estimated at $100,000 and
40,000 hours, respectively, for the year. In July, Job #334 was completed at a cost of
$5,000 in direct materials and $2,400 in direct labor. The labor rate is $6 per hour. By
the end of the year, Snappy had worked a total of 45,000 direct labor-hours and had

incurred $110,250 actual manufacturing overhead cost.

Snappy's manufacturing overhead for the year was:

A. $10,250 underapplied
B. $12,500 overapplied
C. $12,500 underapplied
D. $2,250 overapplied



85. Lund Company applies manufacturing overhead to jobs using a predetermined
overhead rate of 75% of direct labor cost. Any underapplied or overapplied
manufacturing overhead cost is closed out to Cost of Goods Sold at the end of the

month. During March, the following transactions were recorded by the company:

Raw materials (all direct materials):

Purchased during the month..................................... $27,000

Used 1n production............cccoooeeiiiiiiiiiiiceceeeee $28,000
Labor:

Direct labor hours worked during the month ............ 2,500

Direct labor cost incurred ... $20,000

Indirect labor cost incurred............ooooooieiiiiieiii $5,500
Manufacturing overhead costs incurred (total)............. $17,000
Inventories:

Raw materials (all direct), March 31 ......................... $7,500

Work in process, March 1. $10,500

Work in process, March 31 ..., $14,000%*

*contains $5,000 in direct labor cost.

The amount of direct materials cost in the March 31 Work in Process inventory

account was:

A. $5,250
B. $3,500
C. $9,000
D. $8,750



86. Lund Company applies manufacturing overhead to jobs using a predetermined
overhead rate of 75% of direct labor cost. Any underapplied or overapplied
manufacturing overhead cost is closed out to Cost of Goods Sold at the end of the

month. During March, the following transactions were recorded by the company:

Raw materials (all direct materials):

Purchased during the month...................................... $27,000

Used 1n production............cccooeeiiiiiiiieiiiieeeeee $28,000
Labor:

Direct labor hours worked during the month ............ 2,500

Direct labor cost incurred ... $20,000

Indirect labor cost incurred.............oooooiiiiiiieiii $5,500
Manufacturing overhead costs incurred (total)............. $17,000
Inventories:

Raw materials (all direct), March 31 ......................... $7,500

Work in process, March 1. $10,500

Work in process, March 31 ..., $14,000%*

*contains $5,000 in direct labor cost.

The Cost of Goods Manufactured for March was:

A. $66,500
B. $61,500
C. $59,500
D. $63,000



87. Lund Company applies manufacturing overhead to jobs using a predetermined
overhead rate of 75% of direct labor cost. Any underapplied or overapplied
manufacturing overhead cost is closed out to Cost of Goods Sold at the end of the

month. During March, the following transactions were recorded by the company:

Raw materials (all direct materials):

Purchased during the month...................................... $27,000

Used in production..............ccoocoovoioiiiiiieeeeeee $28,000
Labor:

Direct labor hours worked during the month ............ 2,500

Direct labor cost incurred ... $20,000

Indirect labor cost incurred.............ooooveiiiiieieie $5,500
Manufacturing overhead costs incurred (total)............. $17,000
Inventories:

Raw materials (all direct), March 31 ......................... $7,500

Work in process, March 1., $10,500

Work in process, March 31 ..., $14,000%*

*contains $5,000 in direct labor cost.

The entry to dispose of the underapplied or overapplied manufacturing overhead

cost for the month would include:

A. a credit of $2,000 to Cost of Goods Sold.
B. a debit of $5,000 to the Cost of Goods Sold.
C. a debit of $5,000 to the Manufacturing Overhead account.

D. a credit of $2,000 to the Manufacturing Overhead account.



88. Lund Company applies manufacturing overhead to jobs using a predetermined
overhead rate of 75% of direct labor cost. Any underapplied or overapplied
manufacturing overhead cost is closed out to Cost of Goods Sold at the end of the

month. During March, the following transactions were recorded by the company:

Raw materials (all direct materials):

Purchased during the month..................................... $27,000

Used 1n production............cccoooeeiiiiiiiiiiiceceeeee $28,000
Labor:

Direct labor hours worked during the month ............ 2,500

Direct labor cost incurred ... $20,000

Indirect labor cost incurred............ooooooieiiiiieiii $5,500
Manufacturing overhead costs incurred (total)............. $17,000
Inventories:

Raw materials (all direct), March 31 ......................... $7,500

Work in process, March 1. $10,500

Work in process, March 31 ..., $14,000%*

*contains $5,000 in direct labor cost.

The balance on March 1in the Raw Materials inventory account was:

A. $8,500
B. $6,500
C. $7,500
D. $9,500



89.

90.

On April 1, Bogdon Corporation had $30,000 of raw materials on hand. During the
month, the company purchased an additional $63,000 of raw materials. During April,
$76,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The

indirect materials totaled $2,000.

The journal entry to record the purchase of raw materials would include a:

A. debit to Raw Materials of $63,000
B. credit to Raw Materials of $63,000
C. credit to Raw Materials of $93,000
D. debit to Raw Materials of $93,000

On April 1, Bogdon Corporation had $30,000 of raw materials on hand. During the
month, the company purchased an additional $63,000 of raw materials. During April,
$76,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The

indirect materials totaled $2,000.

The journal entry to record the requisition from the storeroom would include a:

A. debit to Raw Materials of $76,000

B. debit to Work in Process of $76,000

C. credit to Manufacturing Overhead of $2,000
D. debit to Work in Process of $74,000



91. On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During April,
$70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events. Use

those journal entries to answer the following questions:

The debits to the Raw Materials account for the month of April total:

A. $94,000
B. $70,000
C. $60,000
D. $34,000



92. On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During April,
$70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events. Use

those journal entries to answer the following questions:

The credits to the Raw Materials account for the month of April total:

A. $94,000
B. $34,000
C. $70,000
D. $60,000



93. On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During April,
$70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events. Use

those journal entries to answer the following questions:

The debits to the Work in Process account as a consequence of the raw materials

transactions in April total:

A. $60,000
B. $0

C. $70,000
D. $63,000



94. On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During April,
$70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events. Use

those journal entries to answer the following questions:

The credits to the Work in Process account as a consequence of the raw materials

transactions in April total:

A. $70,000
B. $63,000
C.$0

D. $60,000



95. On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During April,
$70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events. Use

those journal entries to answer the following questions:

The debits to the Manufacturing Overhead account as a consequence of the raw

materials transactions in April total:

A. $7,000
B. $63,000
C.$0

D. $70,000



96. On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During April,
$70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events. Use

those journal entries to answer the following questions:

The credits to the Manufacturing Overhead account as a consequence of the raw

materials transactions in April total:

A. $0

B. $70,000
C. $63,000
D. $7,000



97.

98.

During September, Stutzman Corporation incurred $86,000 of actual Manufacturing
Overhead costs. During the same period, the Manufacturing Overhead applied to

Work in Process was $81,000.

The journal entry to record the incurrence of the actual Manufacturing Overhead

costs would include a:

A. credit to Manufacturing Overhead of $86,000
B. debit to Manufacturing Overhead of $86,000
C. credit to Work in Process of $81,000
D. debit to Work in Process of $81,000

During September, Stutzman Corporation incurred $86,000 of actual Manufacturing
Overhead costs. During the same period, the Manufacturing Overhead applied to

Work in Process was $81,000.

The journal entry to record the application of Manufacturing Overhead to Work in

Process would include a:

A. credit to Manufacturing Overhead of $81,000
B. credit to Work in Process of $86,000
C. debit to Manufacturing Overhead of $81,000
D. debit to Work in Process of $86,000



99. Daane Company had only one job in process on May 1. The job had been charged
with $1,000 of direct materials, $3,302 of direct labor, and $5,382 of manufacturing
overhead cost. The company assigns overhead cost to jobs using the predetermined

overhead rate of $20.70 per direct labor-hour.

During May, the following activity was recorded:

Raw materials (all direct materials):

Beginning balance....................cccoocooiiiiiiiiee $8,500

Purchased during the month......................... $20,000

Used 1n production............ccccoocveiiiieoieiiieeee. $28,400
Labor:

Direct labor-hours worked during the month............. 1,500

Direct labor cost incurred ..o $19,050
Actual manufacturing overhead costs incurred ............. $29.700
Inventories:

Raw materials, May 30............cccoooviiiiiiiiiiiee, ?

Work in process, May 30..........ccccooiiiiiiiiiiee, $13,362

Work in process inventory on May 30 contains $2,921 of direct labor cost. Raw

materials consist solely of items that are classified as direct materials.

The amount of direct materials cost in the May 30 work in process inventory account

was.:

A. $5,680
B. $19,900
C. $8,400
D. $11,500



100.Daane Company had only one job in process on May 1. The job had been charged
with $1,000 of direct materials, $3,302 of direct labor, and $5,382 of manufacturing
overhead cost. The company assigns overhead cost to jobs using the predetermined

overhead rate of $20.70 per direct labor-hour.

During May, the following activity was recorded:

Raw materials (all direct materials):

Beginning balance....................ccoccooooiiiiiii $8,500

Purchased during the month...................................... $20,000

Used 1n production............ccocooeiioiiiiieeeeecee $28,400
Labor:

Direct labor-hours worked during the month............. 1,500

Direct labor cost incurred ..o $19,050
Actual manufacturing overhead costs incurred ............. $29,700
Inventories:

Raw materials, May 30...........ccccoooeoiiiiiiiiicecee, ?

Work in process, May 30...........ccoooovviiiiiiiiiie, $13,362

Work in process inventory on May 30 contains $2,921 of direct labor cost. Raw

materials consist solely of items that are classified as direct materials.

The cost of goods manufactured for May was:

A. $78,500
B. $78,100
C. $77,150
D. $74,822



101.Daane Company had only one job in process on May 1. The job had been charged
with $1,000 of direct materials, $3,302 of direct labor, and $5,382 of manufacturing
overhead cost. The company assigns overhead cost to jobs using the predetermined

overhead rate of $20.70 per direct labor-hour.

During May, the following activity was recorded:

Raw materials (all direct materials):

Beginning balance...................cccoocooiiiiiiiiee $8,500

Purchased during the month......................... $20,000

Used 1n production............ccccoocveiiiieoieiiieeee. $28,400
Labor:

Direct labor-hours worked during the month............. 1,500

Direct labor cost incurred ... $19,050
Actual manufacturing overhead costs incurred ............. $29,700
Inventories:

Raw materials, May 30............cccoooviiiiiiiiiiee, ?

Work in process, May 30..........ccccooviiiiiiiiiee, $13,362

Work in process inventory on May 30 contains $2,921 of direct labor cost. Raw

materials consist solely of items that are classified as direct materials.

The entry to dispose of the underapplied or overapplied manufacturing overhead

cost for the month would include a:

A. debit of $1,350 to Manufacturing Overhead.
B. credit of $4,761 to Manufacturing Overhead.
C. credit of $1,350 to Manufacturing Overhead.
D. debit of $4,761 to Manufacturing Overhead.



102.The following partially completed T-accounts summarize the transactions of Belson

Company for last year:



Raw Materials
Beg. Bal. 5,000 | (2) 20,000
(1) 17,000

Work in Process

Beg. Bal. 9,000 | (7) 60,000
2) 13,000
@ 16,000
©6) 29,000

Manufacturing Overhead

2) 7,000 | (6) 29,000
3) 14,000
@ 6,000
(5) 3,000

Cost of Goods Sold

Accounts Payable
(1) 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
@) 60,000
End. Bal. 13,000

Wages and Salaries Payable
Beg. Bal. 5,000
(G)) 31,000

Sales Salaries Expense

@ 9,000

Accumulated Depreciation (Factory)
Beg. Bal. 80,000
3) 14,000

At the end of the year, the company closes out the balance in the Manufacturing



Overhead account to Cost of Goods Sold.

The indirect labor cost is:

A. $6,000
B. $13,000
C. $16,000
D. $31,000



103.The following partially completed T-accounts summarize the transactions of Belson

Company for last year:



Raw Materials
Beg. Bal. 5,000 | (2) 20,000
(1) 17,000

Work in Process

Beg. Bal. 9,000 | (7) 60,000
2) 13,000
@ 16,000
©6) 29,000

Manufacturing Overhead

2) 7,000 | (6) 29,000
3) 14,000
@ 6,000
(5) 3,000

Cost of Goods Sold

Accounts Payable
(1) 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
@) 60,000
End. Bal. 13,000

Wages and Salaries Payable
Beg. Bal. 5,000
(G)) 31,000

Sales Salaries Expense

@ 9,000

Accumulated Depreciation (Factory)
Beg. Bal. 80,000
3) 14,000

At the end of the year, the company closes out the balance in the Manufacturing



Overhead account to Cost of Goods Sold.

The cost of goods sold (after adjustment for underapplied or overapplied

manufacturing overhead) is:

A. $61,000
B. $62,000
C. $63,000
D. $64,000



104.The following partially completed T-accounts summarize the transactions of Belson

Company for last year:



Raw Materials
Beg. Bal. 5,000 | (2) 20,000
(1) 17,000

Work in Process

Beg. Bal. 9,000 | (7) 60,000
2) 13,000
&) 16,000
©6) 29,000

Manufacturing Overhead

2) 7,000 | (6) 29,000
3) 14,000
@ 6,000
(5) 3,000

Cost of Goods Sold

Accounts Payable
(1) 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
(7 60,000
End. Bal. 13,000

Wages and Salaries Payable
Beg. Bal. 5,000
@) 31,000

Sales Salaries Expense

@ 9,000

Accumulated Depreciation (Factory)
Beg. Bal. 80,000
3) 14,000

At the end of the year, the company closes out the balance in the Manufacturing



Overhead account to Cost of Goods Sold.

The manufacturing overhead applied is:

A. $28,000
B. $29,000
C. $30,000
D. $38,000



105.The following partially completed T-accounts summarize the transactions of Belson

Company for last year:



Raw Materials
Beg. Bal. 5,000 | (2) 20,000
(1) 17,000

Work in Process

Beg. Bal. 9,000 | (7) 60,000
2) 13,000
@ 16,000
©6) 29,000

Manufacturing Overhead

2) 7,000 | (6) 29,000
3) 14,000
@ 6,000
(5) 3,000

Cost of Goods Sold

Accounts Payable
(1) 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
@) 60,000
End. Bal. 13,000

Wages and Salaries Payable
Beg. Bal. 5,000
(G)) 31,000

Sales Salaries Expense

@ 9,000

Accumulated Depreciation (Factory)
Beg. Bal. 80,000
3) 14,000

At the end of the year, the company closes out the balance in the Manufacturing



Overhead account to Cost of Goods Sold.

The cost of direct materials used in production is:

A. $12,000
B. $13,000
C. $16,000
D. $20,000

106.Entin Corporation reported the following data for the month of January:

INVENEOTIES ... Beginning Ending
RaW MaterialS ...oooooeeoee e $32,000 $38,000
ok I PrOCESS s s e S s s $11,000 $17,000
Finished goodS........c.ooooiiiiiiiiiecee e $45,000 $47,000

Additional information:

Raw materials purchases ...............ccocoooioiiiiiiiiieeeeeeee $65,000
DIrect 1abOr COSE ...t $88,000
Manufacturing overhead cost incurred.................ccooooeiiiiieinnn. $64,000
Indirect materials included in manufacturing overhead cost

TNCUITEM .o $3,000
Manufacturing overhead cost applied to Work in Process........... $61,000

The direct materials cost for January is:

A. $59,000
B. $56,000
C. $71,000
D. $65,000



107.Entin Corporation reported the following data for the month of January:

INVEIEOTIES: ..ot Beginning Ending
RaW MaAterials ..o e $32,000 $38,000
By o — $11,000 $17,000
Finished goodsS. ... $45,000 $47,000

Additional information:

Rawmatet als PUTCHases e e $65,000
DITECt 1aDOT COSE ..o $88,000
Manufacturing overhead cost incurred................cccooiiiiiinnnn. $64,000
Indirect materials included in manufacturing overhead cost

INCUITE .o $3,000
Manufacturing overhead cost applied to Work in Process........... $61,000

The cost of goods manufactured for January is:

A. $202,000
B. $214,000
C. $217,000
D. $199,000



108.Entin Corporation reported the following data for the month of January:

INVENEOTIES: ..ot Beginning Ending
RaW MaAterials ....ooo oo $32,000 $38,000
B0y o — $11,000 $17,000
Finished goOdS. ... $45,000 $47,000

Additional information:

Rawrmatet1als PUTCHasEs e R $65,000
DITECt 1aDOT COSE ..ot $88,000
Manufacturing overhead cost incurred.................ocooiiiiiinnnn. $64,000
Indirect materials included in manufacturing overhead cost

INCUITE .o $3,000
Manufacturing overhead cost applied to Work in Process........... $61,000

The adjusted cost of goods sold that appears on the income statement for January

is:

A. $197,000
B. $200,000
C. $201,000
D. $199,000



109.Vanwagenen Inc. has provided the following data for the month of April:

TIVEINEOTIES ..ot Beginning Ending
%7005y U o0y s i) c o1 RSOOSR S———————— $12,000 $16,000
Finished goods........cooooiiiiiiiec e, $27,000 $25,000

Additional information:

DIrect Materials ..ooo.veeiieeeeee e $51,000
DITECt 1aDOT COSE ..ot $91,000
Manufacturing overhead cost iIneurred..ciuuss s $60,000
Manufacturing overhead cost applied to Work in Process.......... $59,000

The cost of goods manufactured for April is:

A. $198,000
B. $201,000
C. $197,000
D. $202,000



110.Vanwagenen Inc. has provided the following data for the month of April:

TIVENEOTIES ..o Beginning Ending
L7776 U0 0300 c o RS ————————— $12,000 $16,000
Finished go0dS........ccoooviiiiiiiceceeeeee e, $27,000 $25,000

Additional information:

DIrect Materials ....oovveiee e $51,000
DITECE 1aDOT COSE ..ot $91,000
Manufacturing overhead cost ineurred...c:owmmwmmasnmssn $60,000
Manufacturing overhead cost applied to Work in Process.......... $59,000

The adjusted cost of goods sold that appears on the income statement for April is:

A. $197,000
B. $195,000
C. $200,000
D. $199,000



111. Leija 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, Leija 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, Leija 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.

What is Leija's cost of goods manufactured for March?

A. $6,500
B. $14,100
C. $14,600
D. $16,500



112.Leija 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, Leija 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, Leija 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.

What is Leija's work in process inventory balance at the end of March?

A. $1,900
B. $2,400
C. $2,900
D. $10,000



113.Echenko Corporation uses a job-order costing system and applies overhead to jobs
using a predetermined overhead rate. During the year the company's Finished Goods
inventory account was debited for $380,000 and credited for $335,500. The ending
balance in the Finished Goods inventory account was $62,300. At the end of the year,

manufacturing overhead was overapplied by $2,900.

The balance in the Finished Goods inventory account at the beginning of the year

was:

A. $2,900

B. $62,300
C. $44,500
D. $17,800



114.Echenko Corporation uses a job-order costing system and applies overhead to jobs
using a predetermined overhead rate. During the year the company's Finished Goods
inventory account was debited for $380,000 and credited for $335,500. The ending
balance in the Finished Goods inventory account was $62,300. At the end of the year,

manufacturing overhead was overapplied by $2,900.

If the applied manufacturing overhead was $70,400, the actual manufacturing

overhead cost for the year was:

A. $73,300
B. $67,500
C. $129,800
D. $85,300



115.The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods

Beg Bal 6,900 23,800
22,600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The Cost of Goods Manufactured was:

A. $23,800



B. $5,400
C. $22,600
D. $46,400



116.The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods

Beg Bal 6,900 23,800
22,600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The direct labor cost was:

A. $8,700



B. $12,000
C. $11,700
D. $14,200



117.The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods

Beg Bal 6,900 23,800
22,600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The direct materials cost was:

A. $3,300



B. $8,700
C. $6,300
D. $7,300



118.The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods

Beg Bal 6,900 23,800
22,600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The manufacturing overhead applied was:

A. $2,200



B. $3,000
C. $5,800
D. $13,900



119.The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods

Beg Bal 6,900 23,800
22,600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The manufacturing overhead was:

A. $2,200 underapplied



B. $2,200 overapplied
C. $400 overapplied
D. $400 underapplied

Essay Questions



120.Alam Company is a manufacturing firm that uses job-order costing. At the beginning

of the year, the company's inventory balances were as follows:

Raw materials............. $24,000
Work 1n process ......... $73,000
Finished goods ........... $27,000

The company applies overhead to jobs using a predetermined overhead rate based
on machine-hours. At the beginning of the year, the company estimated that it
would work 45,000 machine-hours and incur $180,000 in manufacturing overhead

cost. The following transactions were recorded for the year:

a. Raw materials were purchased, $416,000.

b. Raw materials were requisitioned for use in production, $420,000 ($380,000 direct
and $40,000 indirect).

c. The following employee costs were incurred: direct labor, $414,000; indirect labor,
$60,000; and administrative salaries, $212,000.

d. Selling costs, $141,000.

e. Factory utility costs, $20,000.

f. Depreciation for the year was $81,000 of which $73,000 is related to factory
operations and $8,000 is related to selling, general, and administrative activities.

g. Manufacturing overhead was applied to jobs. The actual level of activity for the
year was 48,000 machine-hours.

h. The cost of goods manufactured for the year was $1,004,000.

i. Sales for the year totaled $1,416,000 and the costs on the job cost sheets of the
goods that were sold totaled $989,000.

j. The balance in the Manufacturing Overhead account was closed out to Cost of

Goods Sold.



Required:

Prepare the appropriate journal entry for each of the items above (a. through j.). You
can assume that all transactions with employees, customers, and suppliers were

conducted in cash.



121.Babb Company is a manufacturing firm that uses job-order costing. The company's

inventory balances were as follows at the beginning and end of the year:

Beginning Balance Ending Balance
Raw matenals............. $11,000 $15,000
Work in process ......... $32,000 $14,000
Finished goods ........... $108,000 $123,000

The company applies overhead to jobs using a predetermined overhead rate based
on machine-hours. At the beginning of the year, the company estimated that it would
work 17,000 machine-hours and incur $272,000 in manufacturing overhead cost. The

following transactions were recorded for the year:

« Raw materials were purchased, $416,000.

 Raw materials were requisitioned for use in production, $412,000 $(376,000 direct
and $36,000 indirect).

« The following employee costs were incurred: direct labor, $330,000; indirect labor,
$69,000; and administrative salaries, $157,000.

« Selling costs, $113,000.

« Factory utility costs, $29,000.

« Depreciation for the year was $121,000 of which $114,000 is related to factory
operations and $7,000 is related to selling, general, and administrative activities.

» Manufacturing overhead was applied to jobs. The actual level of activity for the year
was 15,000 machine-hours.

» Sales for the year totaled $1,282,000.

Required:

a. Prepare a schedule of cost of goods manufactured in good form.



b. Was the overhead underapplied or overapplied? By how much?

c. Prepare an income statement for the year in good form. The company closes any

underapplied or overapplied manufacturing overhead to Cost of Goods Sold.



122.Sandler Corporation bases its predetermined overhead rate on the estimated

machine-hours for the upcoming year. Data for the upcoming year appear below:

Estimated machine-hours ... 73,000
Estimated variable manufacturing overhead................. $3.49 per machine-hour
Estimated total fixed manufacturing overhead............. $838,770

Required:

Compute the company's predetermined overhead rate.



123.Wahr Corporation bases its predetermined overhead rate on the estimated labor-
hours for the upcoming year. At the beginning of the most recently completed year,
the company estimated the labor-hours for the upcoming year at 32,000 labor-
hours. The estimated variable manufacturing overhead was $7.17 per labor-hour and
the estimated total fixed manufacturing overhead was $584,320. The actual labor-

hours for the year turned out to be 33,300 labor-hours.
Required:

Compute the company's predetermined overhead rate for the recently completed

year.



124 .Escatel Corporation bases its predetermined overhead rate on the estimated labor-
hours for the upcoming year. Data for the most recently completed year appear

below:

Estimates made at the beginning of the year:

Estimated 1abor-hours ..........oooooveviiiioeeeeee 24.000
Estimated variable manufacturing overhead.............. $6.86 per labor-hour
Estimated total fixed manufacturing overhead ......... $394,560
Actual labor-hours for the year.................ccoccooii 24,500
Required:

Compute the company's predetermined overhead rate for the recently completed

year.



125.Dobrinski Corporation bases its predetermined overhead rate on the estimated
labor-hours for the upcoming year. At the beginning of the most recently completed
year, the company estimated the labor-hours for the upcoming year at 13,000 labor-
hours. The estimated variable manufacturing overhead was $2.35 per labor-hour and

the estimated total fixed manufacturing overhead was $156,130.
Required:

Compute the company's predetermined overhead rate.



126 The following accounts will be used in this problem:

A. Raw materials inventory

B. Accounts payable

C. Cost of goods sold

D. Work in process inventory
E. Manufacturing overhead

F. Wages and salaries expense
G. Accumulated depreciation
H. Depreciation expense

. Finished goods inventory

J. Wages and salaries payable
K. Prepaid insurance

L. Insurance expense

Required:

Enter identifying letters in the blanks below to indicate the accounts debited and

credited under a job-order costing system for each of the following summary

transactions:

FER MO Qe o

Debit

Credit

Insurance expired on the factory building

Cost of goods sold is recorded

Materials are purchased on account

Direct labor cost 1s incurred

Cost of goods manufactured is recorded

Salaries are recorded for the sales staff

Depreciation is recorded on the factory building
Materials are placed into production

Manufacturing overhead assigned to units of product



127.During June, Catlin Corporation purchased $76,000 of raw materials on credit to add
to its raw materials inventory. A total of $81,000 of raw materials was requisitioned
from the storeroom for use in production. These requisitioned raw materials included

$5,000 of indirect materials.
Required:

Prepare journal entries to record the purchase of materials and their use in

production.



128.Glen Lake Corporation recorded the following transactions for the just completed

month:

a. $60,000 in raw materials were purchased on account.

b. $51,000 in raw materials were requisitioned for use in production. Of this amount,
$42,000 was for direct materials and the remainder was for indirect materials.

c. Total labor wages of $92,000 were incurred and paid. Of this amount, $81,000 was
for direct labor and the remainder was for indirect labor.

d. Additional manufacturing overhead cost of $155,000 were incurred. All were on

account.

Required:

Record the above transactions in journal entries.



129.During August, Allee Corporation incurred $64,000 of actual Manufacturing
Overhead costs. During the same period, the Manufacturing Overhead applied to

Work in Process was $66,000.

Required:

Prepare journal entries to record the incurrence of manufacturing overhead and the

application of manufacturing overhead to Work in Process.



130.The following cost data relate to the manufacturing activities of Newberry Company

during the just completed year:

Total actual manufacturing overhead costs incurred

(incliding $15,000 of indirect materials).....ossusmsmmumasn $353,000
Purchases of raw materials (both direct and indirect)............. $250,000
Direct 1abor COSt......ooiiiiiiiiiiiic e, $135,000
Inventories:

Raw materials, begIniNg ... uwmmmmmesmmnssmsimmns $10,000

Raw materials, ending..............c.oocoooviiiiiiiiiiieeeee $15,000

Work 1n process, beginning ..............ccoccoeeveeeiioiceiiieeen, $20,000

Work 1n process, ending ............cccoooeiiiiiiiiiiiiiieiieeeee, $35,000

The company uses a predetermined overhead rate to apply manufacturing overhead
cost to production. The predetermined overhead rate for the year was $15 per

machine-hour. A total of 23,000 machine-hours were recorded for the year.

Required:

a. Compute the amount of underapplied or overapplied manufacturing overhead
cost for the year.

b. Prepare a Schedule of Cost of Goods Manufactured for the year.



131.Job 434 was recently completed. The following data have been recorded on its job

cost sheet:
Direct materialS..........cocceoveeeeei.. $45,000
Direct labor-hours.......................... 630 labor-hours
Direct labor wage Tate .. coussmsmss $13 per labor-hour
Machine-hours ..............cccc............ 390 machine-hours
Number of units completed........... 3,000 units

The company applies manufacturing overhead on the basis of machine-hours. The

predetermined overhead rate is $12 per machine-hour.
Required:

Compute the unit product cost that would appear on the job cost sheet for this job.



132.Job 599 was recently completed. The following data have been recorded on its job

cost sheet:
Direct materialS..........cccoceevviveeei... $40.610
Direct labor-hours.........cccovvvvvvvvin. 1,147 DLHs
Direct labor wage rate ................. $11 per DLH
Number of units completed........... 3,100 units

The company applies manufacturing overhead on the basis of direct labor-hours. The

predetermined overhead rate is $20 per direct labor-hour.
Required:

Compute the unit product cost that would appear on the job cost sheet for this job.



133.Shapiro Corporation has provided the following data for the most recent month:

Raw materials, beginning balance...................ccoocooiiiiiiiii $13,000
Work in process, beginning balance...................ccooooiiiiiiiiiiii $29,000
Finished Goods, beginning balance.....................cccocoviiiiiiiiiie $50,000
Transactions:
(1) Raw materials purchases..............ccccooiiiiiiiiiiiiccececee e $64,000
(2) Raw materials used in production (all direct materials)..................... $69,000
(B) DIrect 1abOr .......ooiiie e $57,000
(4) Manufacturing overhead costs incurred .................ocoooiiiiiiiiii. $85,000
(5) Manufacturing overhead applied.................coccoooiiiiiiiiiii $87,000
(6) Cost of units completed and transferred from Work in Process to
FINIiShed GOOdS. .. oo $216,000
(7) Any overapplied or underapplied manufacturing overhead is closed
to Cost 0of Goods Sold.........ocoiiiiiiii 2
(8) Finished goods are sold..............c.oooiiiiiiiieeee $262,000
Required:

Prepare T-accounts for Raw Materials, Work in Process, Finished Goods,
Manufacturing Overhead, and Cost of Goods Sold. Record the beginning balances

and each of the transactions listed above. Finally, determine the ending balances.



134.Goodenough Inc. has provided the following data for August:

Raw materials, beginning balance................ $14,000
Work in process, beginning balance............ $38,000
Finished Goods, beginning balance............. $43,000
Transactions:
(1) Raw materials purchases ..............ccccoooiiiioiiiiiiceeee $80,000
(2) Raw materials used in production (all direct materials) ............ $79,000
(3)Direct 1abor.........coooiii e $61,000
(4) Manufacturing overhead costs incurred.......................ccooooe $74,000
(5) Mantutacturing overhead applied...........cu smssmsmmimssnisnssnssnsssasasin $84,000
(6) Cost of units completed and transferred from Work in Process

to FInished GoodS .. ...oooiiiiee e $236,000
(7) Any overapplied or underapplied manufacturing overhead is

closed to Cost of Goods Sold............coocoeviiiiiiiiiiii ?
(8) Finishied po6ds are SOld ..unsmusussmssmmpmisnssmmnssmonm s $251,000

Required:

Prepare T-accounts for Raw Materials, Work in Process, Finished Goods, and
Manufacturing Overhead, and Cost of Goods Sold. Record the beginning balances

and each of the transactions listed above. Finally, determine the ending balances.



135.During September, Paliotta Corporation recorded the following:

Raw materials, beginning balance................ $10,000
Work in process, beginning balance............ $36,000
Finished Goods, beginning balance............. $45,000
Transactions:
(1) Raw materials purchases .............ccoccooviiiiiiiiii $86,000
(2) Raw materials used in production (all direct materials) ................ $89,000
(3) DiIrect 1abOr ... $84,000
(4) Manufacturing overhead costs incurred.......................cccooeiiie.. $62,000
(5) Manufacturing overhead applied...............ccocooiiiiiiiiiiii $86,000
(6) Cost of units completed and transferred from Work in Process to

Finished Goods ....oooooiiii $276,000
(7) Any overapplied or underapplied manufacturing overhead is

closed to Cost of Goods Sold..........cccoooviiiiiiiiiiiic ?
(8) Fimishied po6ds a8 $0ld ..o s asmes $302,000

Required:

Prepare T-accounts for Raw Materials, Work in Process, Finished Goods, and
Manufacturing Overhead, and Cost of Goods Sold. Record the beginning balances

and each of the transactions listed above. Finally, determine the ending balances.



136.Hirschman Corporation has provided the following data for the month of April:

Inventories: Beginning Ending
Raw materials............. $21,000 $35,000
Work in process ........ $17,000 $19,000
Finished goods ........... $46,000 $38,000

Additional information:

Raw materials purchases .............ccoooooiiiiiiiiiiiiicccce e, $76,000

DITECE 1aDOT COS ...t $81,000

Manufacturing overhead cost IncUrred................ocoocooiiiiiiieiiiceccceee $42,000

Indirect materials included in manufacturing overhead cost incurred............... $6,000

Manufacturing overhead cost applied to Work in Process............c.ccccoeveneen. $44,000
Required:

Prepare a Schedule of Cost of Goods Manufactured and a Schedule of Cost of Goods

Sold in good form.



Chapter 02 Job-Order Costing Answer Key

True / False Questions

1. The use of predetermined overhead rates in a job-order cost system makes it

possible to estimate the total cost of a given job as soon as production is

completed.

TRUE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Remember

Difficulty: 7 Easy

Learning Objective: 02-01 Compute a predetermined overhead rate.

Topic: Job-Order Costing

2. A job cost sheet is used to accumulate costs charged to a job.

TRUE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Remember

Difficulty: 1 Easy

Learning Objective: 02-03 Compute the total cost and average cost per unit of a job.

Topic: Job-Order Costing



The following journal entry would be made to apply overhead cost to jobs in a

job-order costing system:

Manufacturing Overhead XXX
Work in Process XXX

FALSE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measurememn

Blooms. Understana

Difficulty: 2 Medium

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing

Topic: Job-Order Costing—The Flow of Costs

Under a job-order cost system the Work in Process account is debited with the

cost of materials purchased.

FALSE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Understana

Difficulty: 2 Mediur

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries to
record costs.

Topic: Job-Order Costing—The Flow of Costs



5. The process of assigning overhead cost to jobs is known as overhead application.

TRUE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms.: Remember

Difficulty: 1 Easy

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Topic: Job-Order Costing

6. The cost of a completed job in a job-order costing system typically consists of the
actual direct materials cost of the job, the actual direct labor cost of the job, and

the actual manufacturing overhead cost of the job.

FALSE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Understana

Difficulty: 2 Mediurm

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Topic: Job-Order Costing

7. A debit balance in the Manufacturing Overhead account at the end of the year

means that manufacturing overhead is overapplied.

FALSE

AACSB: Reflective Thinking
AICPA BB: Critical Thinking
AICPA FN: Measurement



Blooms: Understana

Difficulty: 2 Mediur;

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing—The Flow of Costs

Topic: Underapplied and Overapplied Overheaa

8. Period costs are expensed as incurred, rather than going into the Work in Process

account.

TRUE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms. Understana

Difficulty: 2 Medium

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs

9. Advertising costs should be charged to the Manufacturing Overhead account.

FALSE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



10.  When a job has been completed, the goods are transferred from the production
department to the finished goods warehouse and the journal entry would include

a credit to Work in Process.

TRUE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs

1. Underapplied or overapplied manufacturing overhead represents the difference

between actual overhead costs and applied overhead costs.

TRUE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa



12. Top management salaries should not go into the Manufacturing Overhead

account.

TRUE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs

13.  If manufacturing overhead applied exceeds the actual manufacturing overhead

costs of the period, then manufacturing overhead is overapplied.

TRUE

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Understana

Difficulty: 7 Easy

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa

Multiple Choice Questions



14.

In computing its predetermined overhead rate, Marple Company inadvertently left

its indirect labor costs out of the computation. This oversight will cause:

A. Manufacturing Overhead to be overapplied.
B. the Cost of Goods Manufactured to be understated.
C. the debits to the Manufacturing Overhead account to be understated.

D. the ending balance in Work in Process to be overstated.

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms. Understana

Difficulty: 3 Hara

Learning Objective: 02-07 Compute a predetermined overhead rate.

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.
Topic: Job-Order Costing

Topic: Job-Order Costing—The Flow of Costs



15.

Which of the following is the correct formula to compute the predetermined

overhead rate?

A. Estimated total units in the allocation base divided by estimated total
manufacturing overhead costs.

B. Estimated total manufacturing overhead costs divided by estimated total units
in the allocation base.

C. Actual total manufacturing overhead costs divided by estimated total units in
the allocation base.

D. Estimated total manufacturing overhead costs divided by actual total units in

the allocation base.

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Remember

Difficulty: 7 Easy

Learning Objective: 02-01 Compute a predetermined overhead rate.

Topic: Job-Order Costing



16.

17.

Which of the following would probably be the least appropriate allocation base for

allocating overhead in a highly automated manufacturer of specialty valves?

A. machine-hours
B. power consumption
C. direct labor-hours

D. machine setups

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms.: Remember

Difficulty: 3 Hara

Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing

What document is used to determine the actual amount of direct labor to record

on a job cost sheet?

A. time ticket
B. payroll register
C. production order

D. wages payable account

AACSB: Reflective Thinking
AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms.: Remember
Difficulty: 1 Easy

Learning Objective: 02-03 Compute the total cost and average cost per unit of a job.



Topic: Job-Order Costing

18. A proper journal entry to close overapplied manufacturing overhead to Cost of

Goods Sold would be:

A) Cost of Goods Sold XXX
Work in Process XXX
B) Cost of Goods Sold XXX
Manufacturing Overhead XXX
C) Cost of Goods Sold XXX
Finished Goods XXX
D) Manufacturing Overhead XXX
Cost of Goods Sold XXX
A. Option A
B. Option B
C. Option C
D. Option D

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Understana

Difficulty: 2 Mediurm

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing—The Flow of Costs

Topic: Underapplied and Overapplied Overheaa



19.

20.

In a job-order costing system, direct labor cost is ordinarily debited to:

A. Manufacturing Overhead.
B. Cost of Goods Sold.
C. Finished Goods.

D. Work in Process.

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Understana

Difficulty: 2 Medium

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs

In a job-order costing system, the use of direct materials that have been previously

purchased is recorded as a debit to:

A. Raw Materials inventory.
B. Work in Process inventory.
C. Finished Goods inventory.

D. Manufacturing Overhead.

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measurement

Blooms.: Remember

Difficulty: 1 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries to

record costs.



Topic: Job-Order Costing—The Flow of Costs

21. The journal entry to record the incurrence of indirect labor costs is:

A) Wages Payable XXX
Manufacturing Overhead XXX
B) Work In Process XXX
Wages Payable XXX
C) Manufacturing Overhead XXX
Wages Payable XXX
D) Wages Payable XXX
Work In Process XXX
A. Option A
B. Option B
C. Option C
D. Option D

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs



22.

23.

Which of the following accounts is debited when direct labor is recorded?

A. Work in process
B. Salaries and wages expense
C. Salaries and wages payable

D. Manufacturing overhead

AACSB: Reflective Thinking
AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs

The balance in the Work in Process account equals:

A. the balance in the Finished Goods inventory account.

B. the balance in the Cost of Goods Sold account.

C. the balances on the job cost sheets of uncompleted jobs.

D. the balance in the Manufacturing Overhead account.

AACSB: Reflective Thinking
AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



24.

25.

In a job-order costing system, indirect materials that have been previously

purchased and that are used in production are recorded as a debit to:

A. Work in Process inventory.
B. Manufacturing Overhead.
C. Finished Goods inventory.

D. Raw Materials inventory.

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs

Martinez Aerospace Company uses a job-order costing system. The direct
materials for Job #045391 were purchased in July and put into production in
August. The job was not completed by the end of August. At the end of August, in

what account would the direct material cost assigned to Job #045391 be located?

A. raw materials inventory
B. work in process inventory
C. finished goods inventory
D. cost of goods manufactured
AACSB: Reflective Thinking

AICPA BB: Critical Thinking
AICPA FN: Measurement



Blooms.: Remember
Difficulty: 1 Easy
Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs

26.  Which terms will make the following statement true? When manufacturing
overhead is overapplied, the Manufacturing Overhead account has a
balance and applied manufacturing overhead is greater than

manufacturing overhead.

A. debit, actual
B. credit, actual
C. debit, estimated

D. credit, estimated

AACSB: Reflective Thinking

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms. Understana

Difficulty: 2 Mediurm

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manuftacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa



27.  Overapplied manufacturing overhead occurs when:

A. applied overhead exceeds actual overhead.
B. applied overhead exceeds estimated overhead.
C. actual overhead exceeds estimated overhead.

D. budgeted overhead exceeds actual overhead.

AACSB: Reflective Thinking
AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms.: Remember

Difficulty: 7 Easy

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in

Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa



28.

Daguio Corporation uses direct labor-hours in its predetermined overhead rate. At
the beginning of the year, the total estimated manufacturing overhead was
$224,580. At the end of the year, actual direct labor-hours for the year were 18,200
hours, manufacturing overhead for the year was underapplied by $12,100, and the
actual manufacturing overhead was $219,580. The predetermined overhead rate

for the year must have been closest to:

A. $11.40 per machine-hour
B. $12.34 per machine-hour
C. $12.06 per machine-hour
D. $10.53 per machine-hour

Manufacturing overhead applied = Actual overhead - Underapplied overhead
= $219,580 - $12,100
= $207,480

Predetermined overhead rate = Estimated total manufacturing overhead =
Estimated total amount of the allocation base = $207,480 + 18,200 direct labor-

hours = $11.40 per direct labor-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-01 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in

Manufacturing Overhead to the appropriate accounts.



Topic: Job-Order Costing
Topic: Underapplied and Overapplied Overheaa



29.

Wert Corporation uses a predetermined overhead rate based on direct labor cost
to apply manufacturing overhead to jobs. Last year, the company's estimated
manufacturing overhead was $1,200,000 and its estimated level of activity was
50,000 direct labor-hours. The company's direct labor wage rate is $12 per hour.
Actual manufacturing overhead amounted to $1,240,000, with actual direct labor

cost of $650,000. For the year, manufacturing overhead was:

A. overapplied by $60,000
B. underapplied by $60,000
C. overapplied by $40,000
D. underapplied by $44,000

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base = $1,200,000 + 50,000 direct labor-
hours

= $24.00 per direct labor-hour

Wage rate per hour = Actual direct labor cost + Actual direct labor-hours
Actual direct labor-hours = Actual direct labor cost + Wage rate per hour
= $650,000 + $12.00 per direct labor-hour

= 54,166.67 direct labor-hours

Manufacturing overhead applied = Predetermined overhead rate x Actual direct
labor-hours

= $24.00 per direct labor-hour x 54,166.67 direct labor-hours

= $1,300,000



Manufacturing overhead incurred .................... $1,240,000
Manufacturing overhead applied....................... 1,300,000
Manufacturing overhead overapplied................ $ 60,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Medium

Learning Objective: 02-071 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Underapplied and Overapplied Overheaa



30.

Crinks Corporation uses direct labor-hours in its predetermined overhead rate. At
the beginning of the year, the estimated direct labor-hours were 11,200 hours and
the total estimated manufacturing overhead was $259,840. At the end of the year,
actual direct labor-hours for the year were 10,800 hours and the actual
manufacturing overhead for the year was $254,840. Overhead at the end of the

year was:

A. $4,280 overapplied
B. $9,280 overapplied
C. $9,280 underapplied
D. $4,280 underapplied

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base

= $259,840 + 11,200 direct labor-hours

= $23.20 per direct labor-hour

Manufacturing overhead applied = Predetermined overhead rate x Actual direct

labor-hours

= $23.20 per direct labor-hour x 10,800 direct labor-hours

= $250,560

Manufacturing overhead incurred ................... $254,840
Manufacturing overhead applied...................... 250,560
Manufacturing overhead underapplied............. $ 4,280

AACSB: Analytic
AICPA BB: Critical Thinking



AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 2 Mediur;

Learning Objective: 02-01 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing
Topic: Underapplied and Overapplied Overheaa



31

At the beginning of the year, manufacturing overhead for the year was estimated
to be $267,500. At the end of the year, actual direct labor-hours for the year were
22,100 hours, the actual manufacturing overhead for the year was $262,500, and
manufacturing overhead for the year was overapplied by $13,750. If the
predetermined overhead rate is based on direct labor-hours, then the estimated
direct labor-hours at the beginning of the year used in the predetermined

overhead rate must have been:

A. 22,100 direct labor-hours
B. 19,900 direct labor-hours
C. 21,000 direct labor-hours

D. 21,400 direct labor-hours

Manufacturing overhead applied = Actual overhead + Overapplied overhead
= $262,500 + $13,750
= $276,250

Manufacturing overhead applied = Predetermined overhead rate x Actual direct
labor-hours

Predetermined overhead rate = Manufacturing overhead applied + Actual direct
labor-hours

= $276,250 + 22,100 direct labor-hours

= $12.50 per direct labor-hour

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated direct labor-hours

Estimated direct labor-hours = Estimated total manufacturing overhead +



Predetermined overhead rate
= $267,500 + $12.50 per direct labor-hour
= 21,400 direct labor-hours

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-07 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Underapplied and Overapplied Overheaa



32.

Brace Corporation uses direct labor-hours in its predetermined overhead rate. At
the beginning of the year, the estimated direct labor-hours were 21,600 hours. At
the end of the year, actual direct labor-hours for the year were 20,400 hours, the
actual manufacturing overhead for the year was $506,920, and manufacturing

overhead for the year was underapplied by $23,440. The estimated manufacturing
overhead at the beginning of the year used in the predetermined overhead rate

must have been:

A. $501,920
B. $531,445
C. $483,480
D. $511,920

Underapplied overhead = Actual overhead - Manufacturing overhead applied
Manufacturing overhead applied = Actual overhead - Underapplied overhead
= $506,920 - $23,440

= $483,480

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base = $483,480 + 20,400 direct labor-
hours

= $23.70 per direct labor-hour

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base
Estimated total manufacturing overhead = Predetermined overhead rate x

Estimated total amount of the allocation base



$23.70 per direct labor-hour x 21,600 direct labor-hours
$511,920

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-07 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Underapplied and Overapplied Overheaa



33.

Yista Corporation uses a predetermined overhead rate based on direct labor-hours
to apply manufacturing overhead to jobs. The company estimated manufacturing
overhead at $510,000 for the year and direct labor-hours at 100,000 hours. Actual
manufacturing overhead costs incurred during the year totaled $540,000. Actual
direct labor-hours were 105,000. What was the overapplied or underapplied

overhead for the year?

A. $30,000 overapplied
B. $30,000 underapplied
C. $4,500 overapplied
D. $4,500 underapplied

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base

= $510,000 + 100,000 direct labor-hours

= $5.10 per direct labor-hour

Applied overhead = Predetermined overhead rate x Actual direct labor-hours
= $5.10 per direct labor-hour x 105,000 direct labor-hours
= $535,500

Overapplied/underapplied manufacturing overhead = Actual manufacturing
overhead - Applied overhead

= $540,000 - $535,500

= $4,500 Underapplied

AACSB: Analytic



AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Medium

Learning Objective: 02-071 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Underapplied and Overapplied Overheaa



34.  Malcolm Company uses a predetermined overhead rate based on direct labor-

hours to apply manufacturing overhead to jobs.

On September 1, the estimates for the month were:

Manufacturing overhead..................ccooooiiiiiiiiie $17,000

Direct labor-hours ... 13,600
During September, the actual results were:

Manufacturing overhead......................c..cocooiiii $18,500

Direct 1abor-hours ....ooooooie oo 12,000

The cost records for September will show:

A. Overapplied manufacturing overhead of $1,500
B. Underapplied overhead of $1,500
C. Overapplied manufacturing overhead of $3,500
D. Underapplied overhead of $3,500

Predetermined overhead rate = Estimated total manufacturing overhead =
Estimated total amount of the allocation base

= $17,000 + 13,600 direct labor-hours

= $1.25 per direct labor-hour

Applied overhead = Predetermined overhead rate x Actual direct labor-hours
= $1.25 per direct labor-hour x 12,000 direct labor-hours
= $15,000

Overapplied/underapplied manufacturing overhead = Actual manufacturing
overhead - Applied overhead

= $18,500 - $15,000



= $3,500 Underapplied

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediun;

Learning Objective: 02-01 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Underapplied and Overapplied Overheaa



35.

The Work in Process inventory account of a manufacturing firm shows a balance of
$3,000 at the end of an accounting period. The job cost sheets of two
uncompleted jobs show charges of $500 and $300 for direct materials, and
charges of $400 and $600 for direct labor. From this information, it appears that
the company is using a predetermined overhead rate, as a percentage of direct

labor costs, of:

A. 83%
B. 120%
C. 40%
D. 300%

Work-in-Process = Direct materials + Direct labor + Manufacturing overhead
applied

$3,000 = ($500 + $300) + ($400 + $600) + Manufacturing overhead applied
$1,200 = Manufacturing overhead applied

Manufacturing overhead applied = Predetermined overhead rate x Direct labor
cost

Predetermined overhead rate = Manufacturing overhead applied + Direct labor
cost

= $1,200 + $1,000 direct labor cost

= 120% of direct labor cost

AACSB: Analytic
AICPA BB: Critical Thinking
AICPA FN: Measurement



36.

Blooms: Apply
Difficulty: 3 Hara

Learning Objective: 02-07 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Topic: Job-Order Costing

Washtenaw Corporation uses a job-order costing system. The following data are

for last year:

Estimated direct 1abor-hours ........cussmsssmnsssassin 12,000
Estimated manufacturing overhead costs............ $39,000
Actual direct labor-hours................ccoovveiiiil 11,000
Actual manufacturing overhead costs ................ $37,000

Washtenaw applies overhead using a predetermined rate based on direct labor-

hours. What predetermined overhead rate was used last year?

A. $3.55 per direct labor-hour
B. $3.25 per direct labor-hour
C. $3.08 per direct labor-hour
D. $3.36 per direct labor-hour

Predetermined overhead rate = Estimated total manufacturing overhead +

Estimated total amount of the allocation base

= $39,000 = 12,000 direct labor-hours

= $3.25 per direct labor-hour

AACSB: Analytic
AICPA BB: Critical Thinking
AICPA FN: Measurement

Blooms: Apply



37.

Difficulty: 2 Medium
Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing

Capalbo Corporation bases its predetermined overhead rate on the estimated
labor-hours for the upcoming year. At the beginning of the most recently
completed year, the company estimated the labor-hours for the upcoming year at
52,000 labor-hours. The estimated variable manufacturing overhead was $2.78 per
labor-hour and the estimated total fixed manufacturing overhead was $1,192,360.
The actual labor-hours for the year turned out to be 52,600 labor-hours. The

predetermined overhead rate for the recently completed year was closest to:

A $2.78
B. $25.45
C. $25.71
D. $22.93

Estimated total manufacturing overhead = $1,192,360 + ($2.78 per labor-hour x
52,000 labor-hours) = $1,336,920
Predetermined overhead rate = $1,336,920 + 52,000 labor-hours = $25.71 per

labor-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing



Compton Company uses a predetermined overhead rate in applying overhead to
production orders on a labor cost basis in Department A and on a machine-hours
basis in Department B. At the beginning of the most recently completed year, the

company made the following estimates:

Dept. A Dept. B

Direct labor cost..........ccoooveii. $56,000 $33,000
Manufacturing overhead .......... $67,200 $45,000
Direct labor-hours..................... 8,000 9,000
Machine-hours ......................... 4,000 15,000

What predetermined overhead rate would be used in Department A and

Department B, respectively?

A. 83% and $5
B. 83% and $3
C. 120% and $3
D. 83% and $4

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base

= $67,200 + $56,000 direct labor cost

= 120% of direct labor cost

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base
= $45,000 =+ 15,000 machine-hours

= $3 per machine-hour



AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-01 Compute a predetermined overhead rate.

Topic: Job-Order Costing



39. Hayne Corporation bases its predetermined overhead rate on the estimated
machine-hours for the upcoming year. Data for the most recently completed year

appear below:

Estimates made at the beginning of the year:

Estimated machine-hours ... 19,000
Estimated variable manufacturing overhead............. $7.89 per machine-hour
Estimated total fixed manufacturing overhead ......... $465.880

Actual machine-hours for the year ............................ 20,200

The predetermined overhead rate for the recently completed year was closest to:

A $7.89
B. $30.95
C. $24.52
D. $32.41

Estimated total manufacturing overhead = $465,880 + ($7.89 per machine-hour x
19,000 machine-hours) = $615,790

Predetermined overhead rate = Estimated total manufacturing overhead =
Estimated total amount of the allocation base = $615,790 + 19,000 machine-hours =

$32.41 per machine-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-01 Compute a predetermined overhead rate.

Topic: Job-Order Costing



40.

The Collins Company uses predetermined overhead rates to apply manufacturing
overhead to jobs. The predetermined overhead rate is based on labor cost in Dept.
A and machine-hours in Dept. B. At the beginning of the year, the company made

the following estimates:

Dept A Dept B

Direct laborcost....................... $65,000 $42.000
Manufacturing overhead .......... $91,000 $48.000
Direct labor-hours..................... 8,000 10,000
Machine-hours ... 3,000 12,000

What predetermined overhead rates would be used in Dept A and Dept B,

respectively?

A. 71% and $4.00
B. 140% and $4.00
C. 140% and $4.80
D. 71% and $4.80

Predetermined overhead rate = Estimated total manufacturing overhead =
Estimated total amount of the allocation base = $91,000 + $65,000 direct labor

cost = 140% of direct labor cost

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base = $48,000 + 12,000 machine-hours

= $4 per machine-hour

AACSB: Analytic
AICPA BB: Critical Thinking



41.

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-01 Compute a predetermined overhead rate.

Topic: Job-Order Costing

Simoneaux Corporation bases its predetermined overhead rate on the estimated
machine-hours for the upcoming year. At the beginning of the most recently
completed year, the company estimated the machine-hours for the upcoming year
at 22,000 machine-hours. The estimated variable manufacturing overhead was
$8.65 per machine-hour and the estimated total fixed manufacturing overhead
was $609,400. The predetermined overhead rate for the recently completed year

was closest to:

A. $36.35 per machine-hour
B. $27.70 per machine-hour
C. $33.32 per machine-hour

D. $8.65 per machine-hour

Estimated total manufacturing overhead = $609,400 + ($8.65 per machine-hour x
22,000 machine-hours) = $799,700

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base

= $799,700 + 22,000 machine-hours = $36.35 per machine-hour

AACSB: Analytic
AICPA BB: Critical Thinking
AICPA FN: Measurement

Blooms: Apply



Difficulty: 1 Easy
Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing



42.  Kelsh Company uses a predetermined overhead rate based on machine-hours to
apply manufacturing overhead to jobs. The company has provided the following

estimated costs for next year:

Direct materialS.........cc..oovveveeeeiiiee, $10,000
Direct 1abor............ccoooovoiiiiieiee $30,000
Sales COMMISSIONS .....vvveeeereeeeeeeeeeenn $40,000
Salary of production supervisor............ $20,000
Indirect materialS ..........ocoovveevviiieee. $4.000
Advertising eXpense .............................. $8,000
Rent on factory equipment.................... $10,000

Kelsh estimates that 5,000 direct labor-hours and 10,000 machine-hours will be

worked during the year. The predetermined overhead rate per hour will be:

A. $6.80
B. $6.40
C. $3.40
D. $8.20

Estimated total manufacturing overhead = Estimated salary of production
supervisor + Estimated indirect materials + Estimated rent on factory equipment
= $20,000 + $4,000 + $10,000

= $34,000

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base
= $34,000 =+ 10,000 machine-hours

= $3.40 per machine-hour



AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 2 Medium

Learning Objective: 02-01 Compute a predetermined overhead rate.

Topic: Job-Order Costing



43. Kaiser Corporation bases its predetermined overhead rate on the estimated

machine-hours for the upcoming year. Data for the upcoming year appear below:

Estimated machine-hours ..........cooovvoviiieeeieeeeee e, 70,000
Estimated variable manufacturing overhead................. $6.68 per machine-hour
Estimated total fixed manufacturing overhead............. $1,283,800

The predetermined overhead rate for the recently completed year was closest to:

A. $6.68
B. $25.02
C. $25.59
D. $18.34

Estimated total manufacturing overhead = $1,283,800 + ($6.68 per machine-hour x
70,000 machine-hours) = $1,751,400

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base

= $1,751,400 + 70,000 machine-hours

= $25.02 per machine-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing



The following data have been recorded for recently completed Job 674 on its job
cost sheet. Direct materials cost was $2,039. A total of 32 direct labor-hours and
175 machine-hours were worked on the job. The direct labor wage rate is $14 per
labor-hour. The company applies manufacturing overhead on the basis of
machine-hours. The predetermined overhead rate is $15 per machine-hour. The

total cost for the job on its job cost sheet would be:

A. $2,967

B. $2,487

C. $2,068

D. $5,112
DATECt TALETIALS ..o $2,039
Direct labor (32 direct labor-hours x $14.00 per direct labor-hour)............... 448
Overhead (175 machine-hours x $15.00 per machine-hour).......................... 2,625
Total manufacturing cost for Job 674 ... $5,112

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Learning Objective: 02-03 Compute the total cost and average cost per unit of a job.

Topic: Job-Order Costing



45.  Job 731 was recently completed. The following data have been recorded on its job

cost sheet:
Direct materialS................... $2,391
Direct labor-hours................ 69 labor-hours
Direct labor wage rate ......... $13 per labor-hour
Machine-hours .........ccccoevnn.. 129 machine-hours

The company applies manufacturing overhead on the basis of machine-hours. The
predetermined overhead rate is $14 per machine-hour. The total cost that would be

recorded on the job cost sheet for Job 731 would be:

A. $3,288
B. $5,094
C. $4,254
D. $2,418
Direct mMaterials.........oooooiiiiiiii i $2,391
Direct labor (69 direct labor-hours x $13.00 per direct labor-hour)............... 897
Overhead (129 machine-hours x $14.00 per machine-hour)........................... 1,806
Total manufacturing cost for Job 731 ... $5,094

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremenn

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Learning Objective: 02-03 Compute the total cost and average cost per unit of a job.

Topic: Job-Order Costing



46. The operations of the Kerry Company resulted in underapplied overhead of $5,000.
The entry to close out this balance to Cost of Goods Sold and the effect of the

underapplied overhead on Cost of Goods Sold would be:

Journal Entry Effect on Cost of Goods Sold
A) Manufacturing Overhead 5,000 Deduct $5,000
Cost of Goods Sold 5,000
B) Cost of Goods Sold 5,000 Deduct $5,000
Manufacturing Overhead 5,000
O) Cost of Goods Sold 5,000 Add $5,000
Manufacturing Overhead 5,000
D) Manufacturing Overhead 5,000 Add $5,000
Cost of Goods Sold 5,000
A. Option A
B. Option B
C. Option C
D. Option D
Cost of Goods Sold 5,000 Add $5,000
Manufacturing Overhead 5,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing—The Flow of Costs

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola



Topic: Underapplied and Overapplied Overheaa

47.  Reichelderfer Corporation has provided data concerning the company's
Manufacturing Overhead account for the month of August. Prior to the closing of
the overapplied or underapplied balance to Cost of Goods Sold, the total of the
debits to the Manufacturing Overhead account was $50,000 and the total of the

credits to the account was $72,000. Which of the following statements is true?

A. Manufacturing overhead transferred from Finished Goods to Cost of Goods
Sold during the month was $72,000.

B. Manufacturing overhead applied to Work in Process for the month was
$50,000.

C. Actual manufacturing overhead for the month was $50,000.

D. Manufacturing overhead for the month was underapplied by $22,000.

The debits to the Manufacturing Overhead account consist of the actual

manufacturing overhead for the month.

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediur;

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing—The Flow of Costs

Topic: Underapplied and Overapplied Overheaa



48.  Hults Corporation has provided data concerning the company's Manufacturing
Overhead account for the month of November. Prior to the closing of the
overapplied or underapplied balance to Cost of Goods Sold, the total of the debits
to the Manufacturing Overhead account was $75,000 and the total of the credits

to the account was $57,000. Which of the following statements is true?

A. Manufacturing overhead transferred from Finished Goods to Cost of Goods
Sold during the month was $75,000.

B. Actual manufacturing overhead incurred during the month was $57,000.

C. Manufacturing overhead applied to Work in Process for the month was $75,000.

D. Manufacturing overhead for the month was underapplied by $18,000.

Actual manufacturing overhead (debit) ...................... $75,000
Applied manufacturing overhead (credit).................... 57,000
Underapplied manufacturing overhead (debit)............ $18,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediur;

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing—The Flow of Costs

Topic: Underapplied and Overapplied Overheaa



49.

Vandagriff Corporation has provided data concerning the company's

Manufacturing Overhead account for the month of June. Prior to the closing of the
overapplied or underapplied balance to Cost of Goods Sold, the total of the debits
to the Manufacturing Overhead account was $77,000 and the total of the credits to

the account was $64,000. Which of the following statements is true?

A. Manufacturing overhead transferred from Finished Goods to Cost of Goods
Sold during the month was $77,000.

B. Manufacturing overhead applied to Work in Process for the month was
$64,000.

C. Manufacturing overhead for the month was overapplied by $13,000.

D. Actual manufacturing overhead incurred during the month was $64,000.

The credits to the Manufacturing overhead account consist of manufacturing

overhead applied.

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 2 Medliun

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in

Manufacturing Overhead to the appropriate accounts.
Topic: Job-Order Costing—The Flow of Costs
Topic: Underapplied and Overapplied Overheaa



50.

During October, Crusan Corporation incurred $62,000 of direct labor costs and
$4,000 of indirect labor costs. The journal entry to record the accrual of these

wages would include a:

A. debit to Work in Process of $66,000
B. credit to Work in Process of $66,000
C. debit to Work in Process of $62,000
D. credit to Work in Process of $62,000

Work in Process $62,000
Manufacturing Overhead $4,000
Salaries and Wages Payable $66,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries to
record costs.

Topic: Job-Order Costing—The Flow of Costs



51.

During December at Ingrim Corporation, $74,000 of raw materials were

requisitioned from the storeroom for use in production. These raw materials

included both direct and indirect materials. The indirect materials totaled $6,000.

The journal entry to record the requisition from the storeroom would include a:

A. debit to Raw Materials of $74,000

B. debit to Work in Process of $68,000

C. credit to Manufacturing Overhead of $6,000
D. debit to Work in Process of $74,000

Work in Process $68,000
Manufacturing Overhead $6,000
Raw Materials

$74,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries to

record costs.

Topic: Job-Order Costing—The Flow of Costs



52.

Stickles Corporation incurred $79,000 of actual Manufacturing Overhead costs
during August. During the same period, the Manufacturing Overhead applied to
Work in Process was $75,000. The journal entry to record the incurrence of the

actual Manufacturing Overhead costs would include a:

A. debit to Manufacturing Overhead of $79,000
B. credit to Manufacturing Overhead of $79,000
C. credit to Work in Process of $75,000
D. debit to Work in Process of $75,000

Manufacturing Overhead $79,000
Accounts Payable, Cash, other asset accounts $79,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries to
record costs.

Topic: Job-Order Costing—The Flow of Costs



53.

Valles Corporation had $22,000 of raw materials on hand on February 1. During

the month, the company purchased an additional $75,000 of raw materials. The

journal entry to record the purchase of raw materials would include a:

A. credit to Raw Materials of $97,000
B. debit to Raw Materials of $97,000
C. credit to Raw Materials of $75,000
D. debit to Raw Materials of $75,000

Raw Materials $75,000
Accounts Payable

$75,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs



54.

Wedd Corporation had $35,000 of raw materials on hand on May 1. During the

month, the company purchased an additional $68,000 of raw materials. During

May, $92,000 of raw materials were requisitioned from the storeroom for use in

production. These raw materials included both direct and indirect materials. The

indirect materials totaled $5,000. The debits to the Work in Process account as a

consequence of the raw materials transactions in May total:

A. $92,000
B. $0

C. $68,000
D. $87,000

Work in Process
Manufacturing Overhead
Raw Materials

$87,000
$5,000

$92,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs



55.

During February, Degan Inc. transferred $60,000 from Work in Process to Finished
Goods and recorded a Cost of Goods Sold of $65,000. The journal entries to

record these transactions would include a:

A. debit to Finished Goods of $65,000

B. credit to Cost of Goods Sold of $65,000
C. credit to Work in Process of $60,000

D. credit to Finished Goods of $60,000

Finished Goods $60,000

Work in Process $60,000
Cost of Goods Sold $65,000

Finished Goods $65,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs



56. Kirson Corporation incurred $89,000 of actual Manufacturing Overhead costs during
December. During the same period, the Manufacturing Overhead applied to Work
in Process was $92,000. The journal entry to record the application of Manufacturing

Overhead to Work in Process would include a:

A. debit to Manufacturing Overhead of $92,000
B. debit to Work in Process of $89,000
C. credit to Manufacturing Overhead of $92,000
D. credit to Work in Process of $89,000

Manufacturing Overhead $89,000
Accounts Payable, Cash, other asset accounts $89,000
Work in Process $92,000
Manufacturing Overhead $92,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs



57.

At the beginning of August, Hogancamp Corporation had $26,000 of raw materials

on hand. During the month, the company purchased an additional $73,000 of raw

materials. During August, $77,000 of raw materials were requisitioned from the

storeroom for use in production. The credits to the Raw Materials account for the

month of August total:

A. $73,000
B. $77,000
C. $99,000
D. $26,000

Raw Materials
Accounts Payable

Work in Process
Raw Materials

$73,000
$73,000

$77,000
$77,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries to

record costs.

Topic: Job-Order Costing—The Flow of Costs



58.

During July at Tiner Corporation, $74,000 of raw materials were requisitioned from

the storeroom for use in production. These raw materials included both direct and

indirect materials. The indirect materials totaled $7,000. The journal entry to record

this requisition would include a debit to Manufacturing Overhead of:

A. $0

B. $74,000
C. $7,000
D. $67,000

Work in Process
Manufacturing Overhead
Raw Materials

$67,000
$7,000
$74,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs



59.

On February 1, Caddell Corporation had $28,000 of raw materials on hand. During

the month, the company purchased an additional $70,000 of raw materials. During

February, $81,000 of raw materials were requisitioned from the storeroom for use

in production. The debits to the Raw Materials account for the month of February

total:

A. $98,000
B. $70,000
C. $28,000
D. $81,000

Raw Materials
Accounts Payable

Work in Process
Raw Materials

$70,000

$81,000

$70,000

$81,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs



60.

In May, Hervey Inc. incurred $60,000 of direct labor costs and $3,000 of indirect

labor costs. The journal entry to record the accrual of these wages would include

a.

A. credit to Manufacturing Overhead of $3,000
B. debit to Work in Process of $63,000
C. credit to Work in Process of $63,000
D. debit to Manufacturing Overhead of $3,000

Work in Process $60,000
Manufacturing Overhead $3,000
Salaries and Wages Payable

$63,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs



61. The Donaldson Company uses a job-order costing system. The following data were

recorded for July:

July 1
Work 1n Process Added During July
Job Number Inventory Direct Materials Direct Labor
475 i, $1,500 $500 $300
476 oo, $1,000 $700 $900
BTT sussssramasanssssiss $900 $1,000 $1,500
478 o, $700 $1,200 $2,000

Overhead is applied to jobs at the rate of 80% of direct materials cost. Jobs 475,
477, and 478 were completed during July and transferred to finished goods. Jobs
475 and 478 have been delivered to the customer. Donaldson's Work in Process

inventory balance on July 31 was:

A. $7,280
B. $2,600
C. $3,160
D. $3,320
July 1
Work in Process Added during July
Job Number Inventory Direct Materials  Direct Labor Overhead Total
AT5 i $1,500 $ 500 $ 300 $ 400! $2,700
476 i 1,000 $700 900 560* 3,160
AT Tsvavsvvcrvaesss 900 1,000 1,500 800° 4,200
T 700 1,200 2,000 960* 4,860
Totals $4,100 $3,400 $4,700 $2,720 $14,920

Overhead applied = Overhead rate x Direct materials

180% x $500 = $400



280% x $700 = $560
380% = $1,000 = $800
480% x $1,200 = $960

Job 476 remains in Work in Process at the end of July valued at $3,160

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.
Topic: Job-Order Costing

Topic: Job-Order Costing—The Flow of Costs



62.

Pinnini Co. uses a predetermined overhead rate based on direct labor-hours to
apply manufacturing overhead to jobs. Last year, Pinnini Company incurred
$225,000 in actual manufacturing overhead cost. The Manufacturing Overhead
account showed that overhead was overapplied $14,500 for the year. If the
predetermined overhead rate was $5.00 per direct labor-hour, how many hours

did the company work during the year?

A. 45,000 hours
B. 47,900 hours
C. 42,100 hours
D. 44,000 hours

Overapplied manufacturing overhead = Manufacturing overhead applied - Actual
manufacturing overhead

Manufacturing overhead applied = Actual manufacturing overhead + Overapplied
manufacturing overhead

= $225,000 + $14,500

= $239,500

Manufacturing overhead applied = Predetermined overhead rate x Actual direct
labor-hours

Actual direct labor-hours = Manufacturing overhead applied + Predetermined
overhead rate

= $239,500 + $5.00 per direct labor-hour

= 47,900 direct labor-hours



AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Medium

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Underapplied and Overapplied Overheaa



63.

Dowan Company uses a predetermined overhead rate based on direct labor-hours
to apply manufacturing overhead to jobs. Last year Dowan Company incurred
$156,600 in actual manufacturing overhead cost. The Manufacturing Overhead
account showed that manufacturing overhead was underapplied by $12,600 for
the year. If the predetermined overhead rate is $6.00 per direct labor-hour, how

many hours did the company work during the year?

A. 26,000 hours
B. 24,000 hours
C. 28,200 hours
D. 25,000 hours

Underapplied manufacturing overhead = Actual manufacturing overhead -
Manufacturing overhead applied

Manufacturing overhead applied = Actual manufacturing overhead - Underapplied
manufacturing overhead

= $156,600 - $12,600

= $144,000

Manufacturing overhead applied = Predetermined overhead rate x Actual direct
labor-hours

Actual direct labor-hours = Manufacturing overhead applied + Predetermined
overhead rate

= $144,000 + $6.00 per direct labor-hour

= 24,000 direct labor-hours



AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in

64.

Manufacturing Overhead to the appropriate accounts.
Topic: Job-Order Costing
Topic: Underapplied and Overapplied Overheaa

Kelson Company applies overhead to jobs on the basis of 60% of direct labor cost.

If Job 201 shows $27,000 of manufacturing overhead applied, the direct labor cost

on the job was:

A. $16,200
B. $27,000
C. $37,800
D. $45,000

Manufacturing overhead applied = Predetermined overhead rate x Actual direct

labor cost

Actual direct labor cost = Manufacturing overhead applied + Predetermined

overhead rate
= $27,000 = 0.60
= $45,000

AACSB: Analytic
AICPA BB: Critical Thinking
AICPA FN: Measurement

Blooms: Apply



Difficulty: 2 Medium
Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Topic: Job-Order Costing



65.  The following accounts are from last year's books at Sharp Manufacturing:

Raw Materials
Beg Bal 0 77,000  (b)
(a) 82,000
5,000
Finished Goods
Beg Bal 0 230,000  (g)
€3] 255,000
25,000

Work in Process

Beg Bal 0 [ 255,000 )
(b) 66,000
(©) 84,000
(e) 105,000
0

Manufacturing Overhead

(b) 11,000 | 105,000 (e)
() 13,000
(d) 78,000
3,000
(h) 3,000
Cost of Goods Sold
(2) 230,000
3,000 (h)
227,000

Sharp uses job-order costing and applies manufacturing overhead to jobs based
on direct labor costs. What is the amount of cost of goods manufactured for the

year?

A. $252,000



B. $227,000
C. $230,000
D. $255,000

Cost of goods manufactured is represented by the debit to Finished Goods and

the credit to Work in Process (entry f) = $255,000 cost of goods manufactured

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediur;

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



66.

Jurper Corporation used $150,000 of direct materials during April. At the end of
April, Jurper's direct materials inventory was $25,000 more than it was at the

beginning of the month. Direct materials purchases during the April amounted to:

A. $0

B. $125,000
C. $150,000
D. $175,000

Beginning materials inventory + Direct materials purchases = Ending materials
inventory + Direct materials used

Direct material purchases = Direct materials used + Increase in materials inventory
= $150,000 + $25,000
= $175,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



67.

Desrevisseau Inc., a manufacturing company, has provided the following data for
the month of August. The balance in the Work in Process inventory account was
$10,000 at the beginning of the month and $22,000 at the end of the month.
During the month, the company incurred direct materials cost of $63,000 and
direct labor cost of $39,000. The actual manufacturing overhead cost incurred was
$40,000. The manufacturing overhead cost applied to Work in Process was

$43,000. The cost of goods manufactured for August was:

A. $133,000
3. $142,000
C. $145,000
D. $130,000

Cost of goods manufactured = Direct materials + Direct labor + Manufacturing
overhead applied + Beginning work in process inventory - Ending work in process
inventory

= $63,000 + $39,000 + $43,000 + $10,000 - $22,000

= $133,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola



68.  Under Lamprey Company's job-order costing system, manufacturing overhead is
applied to Work in Process inventory using a predetermined overhead rate. During

January, Lamprey's transactions included the following:

Direct materials issued to production.............. $90,000
Indirect materials issued to production ........... $8,000
Manufacturing overhead cost incurred............ $125,000
Manufacturing overhead cost applied ............. $113,000
Direct labor cost incurred...............ccooooeiinn $107,000

Lamprey Company had no beginning or ending inventories. What was the cost of

goods manufactured for January?

A. $302,000
B. $310,000
C. $322,000
D. $330,000

Cost of goods manufactured = Direct materials + Direct labor + Manufacturing
overhead applied + Beginning work in process inventory - Ending work in process
inventory

= $90,000 + $107,000 + $113,000 + $0 - $0

= $310,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.



69.

Source: CMA, adaptea
Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola

Delhoyo Corporation, a manufacturing company, has provided data concerning its
operations for September. The beginning balance in the raw materials account was
$37,000 and the ending balance was $29,000. Raw materials purchases during the
month totaled $57,000. Manufacturing overhead cost incurred during the month
was $102,000, of which $2,000 consisted of raw materials classified as indirect

materials. The direct materials cost for September was:

A. $63,000
B. $57,000
C. $65,000
D. $49,000

Direct materials cost = Beginning raw materials inventory + Raw materials
purchases - Ending raw materials - Indirect materials

= $37,000 + 57,000 - $29,000 - $2,000

= $63,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola



70.

Gest Inc. has provided the following data for the month of November. The balance
in the Finished Goods inventory account at the beginning of the month was
$49,000 and at the end of the month was $45,000. The cost of goods
manufactured for the month was $226,000. The actual manufacturing overhead
cost incurred was $74,000 and the manufacturing overhead cost applied to Work
in Process was $70,000. The adjusted cost of goods sold that would appear on the

income statement for November is:

A. $226,000
B. $230,000
C. $222,000
D. $234,000

Manufacturing overhead underapplied (overapplied) = Actual manufacturing
overhead incurred - Manufacturing overhead applied = $74,000 - $70,000 =
$4,000 underapplied

Adjusted cost of goods sold = Beginning finished goods inventory + Cost of
goods manufactured - Ending finished goods inventory + Manufacturing overhead
underapplied

= $49,000 + $226,000 - $45,000 + $4,000

= $234,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 2 Medliur

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.



1.

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola

The actual manufacturing overhead incurred at Hogans Corporation during April
was $59,000, while the manufacturing overhead applied to Work in Process was
$74,000. The company's Cost of Goods Sold was $289,000 prior to closing out its
Manufacturing Overhead account. The company closes out its Manufacturing
Overhead account to Cost of Goods Sold. Which of the following statements is

true?

A. Manufacturing overhead was overapplied by $15,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $274,000

B. Manufacturing overhead was underapplied by $15,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $274,000

C. Manufacturing overhead was overapplied by $15,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $304,000

D. Manufacturing overhead was underapplied by $15,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $304,000

Actual manufacturing overhead incurred.................ccocooin. $ 59,000
Manufacturing overhead applied to Work in Process................ 74,000
Underapplied (overapplied) manufacturing overhead ............... $(15,000)

Adjusted cost of goods sold = Unadjusted cost of goods sold + Underapplied
manufacturing overhead - Overapplied manufacturing overhead = $289,000 + $0

- $15,000 = $274,000

AACSB: Analytic



AICPA BB: Critical Thinking
AICPA FN: Measuremenn
Blooms: Apply

Difficulty: 2 Medium

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in

72.

Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa

Sharp Company's records show that overhead was overapplied by $10,000 last
year. This overapplied manufacturing overhead was closed out to the Cost of
Goods Sold account at the end of the year. In trying to determine why overhead
was overapplied by such a large amount, the company has discovered that $6,000
of depreciation on factory equipment was charged to administrative expense in

error. Given the above information, which of the following statements is true?

A. Manufacturing overhead was actually overapplied by $16,000 for the year.

B. The company's net income is understated by $6,000 for the year.

C. Under the circumstances posed above, the error in recording depreciation
would have no effect on net operating income for the year.

D. The $6,000 in depreciation should have been charged to Work in Process rather

than to administrative expense.

If the entry for factory equipment depreciation had been correctly recorded,
overhead would have been overapplied by $4,000 rather than $10,000. Recording
factory equipment depreciation as administrative depreciation, while in error, has

the same impact on net operating income as recording the entry correctly.

AACSB: Analytic
AICPA BB: Critical Thinking



AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa



73.

Lietz Corporation has provided the following data concerning manufacturing

overhead for January:

Actual manufacturing overhead incurred................................. $52,000
Manufacturing overhead applied to Work in Process............. $75,000

The company's Cost of Goods Sold was $369,000 prior to closing out its
Manufacturing Overhead account. The company closes out its Manufacturing
Overhead account to Cost of Goods Sold. Which of the following statements is

true?

A. Manufacturing overhead was underapplied by $23,000; Cost of Goods Sold
after closing out the Manufacturing Overhead account is $392,000

B. Manufacturing overhead was underapplied by $23,000; Cost of Goods Sold
after closing out the Manufacturing Overhead account is $346,000

C. Manufacturing overhead was overapplied by $23,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $346,000

D. Manufacturing overhead was overapplied by $23,000; Cost of Goods Sold after
closing out the Manufacturing Overhead account is $392,000

Actual manufacturing overhead incurred..........................oooo.. $52,000
Manufacturing overhead applied to Work in Process................ 75,000
Underapplied (overapplied) manufacturing overhead ............... $(23,000)

Adjusted cost of goods sold = Unadjusted cost of goods sold + Underapplied

manufacturing overhead - Overapplied manufacturing overhead = $369,000 + $0



- $23,000 = $346,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 2 Mediun;

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa
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Bakker Corporation applies manufacturing overhead on the basis of direct labor-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $77,250 and 2,500
estimated direct labor-hours. Actual manufacturing overhead for the year

amounted to $79,000 and actual direct labor-hours were 2,400.

The predetermined overhead rate for the year was closest to:

A. $29.66
B. $32.92
C. $31.60
D. $30.90

Predetermined overhead rate = Estimated total manufacturing overhead =
Estimated total direct labor-hours

= $77,250 + 2,500 direct labor-hours

= $30.90 per direct labor-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-01 Compute a predetermined overhead rate.

Topic: Job-Order Costing
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Bakker Corporation applies manufacturing overhead on the basis of direct labor-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $77,250 and 2,500
estimated direct labor-hours. Actual manufacturing overhead for the year

amounted to $79,000 and actual direct labor-hours were 2,400.

The applied manufacturing overhead for the year was closest to:

A. $74,160
B. $71,184
C. $75,840
D. $79,008

Manufacturing overhead applied = Predetermined overhead rate x Actual direct
labor-hours

= $30.90 per direct labor-hour x 2,400 direct labor-hours

= $74,160

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Topic: Job-Order Costing



76.  Bakker Corporation applies manufacturing overhead on the basis of direct labor-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $77,250 and 2,500
estimated direct labor-hours. Actual manufacturing overhead for the year

amounted to $79,000 and actual direct labor-hours were 2,400.

The overhead for the year was:

A. $3,090 overapplied
B. $4,840 underapplied
C. $4,840 overapplied
D. $3,090 underapplied

Actual manufacturing overhead incurred.....................ccoooe $79,000
Manufacturing overhead applied to Work in Process................ 74,160
Underapplied (overapplied) manufacturing overhead ............... $ 4,840

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa
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Acitelli Corporation, which applies manufacturing overhead on the basis of

machine-hours, has provided the following data for its most recent year of

operations.
Estimated manufacturing overhead............ $357,000
Estimated machine-hours......................... 8,500
Actual manufacturing overhead................. $358,000
Actual machine-hours............................. 8,560

The estimates of the manufacturing overhead and of machine-hours were made at

the beginning of the year for the purpose of computing the company's

predetermined overhead rate for the year.

The predetermined overhead rate is closest to:

A. $42.30
B. $41.82
C. $42.12
D. $42.00

Predetermined overhead rate = Estimated total manufacturing overhead +

Estimated total amount of the allocation base
= $357,000 + 8,500 machine-hours
= $42.00 per machine-hour

AACSB: Analytic
AICPA BB: Critical Thinking
AICPA FN: Measurement

Blooms: Apply



Difficulty: 1 Easy
Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing
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Acitelli Corporation, which applies manufacturing overhead on the basis of

machine-hours, has provided the following data for its most recent year of

operations.
Estimated manufacturing overhead............ $357,000
Estimated machine-hours......................... 8,500
Actual manufacturing overhead................. $358,000
Actual machine-hours............................. 8,560

The estimates of the manufacturing overhead and of machine-hours were made at
the beginning of the year for the purpose of computing the company's

predetermined overhead rate for the year.

The applied manufacturing overhead for the year is closest to:

A. $357,979
B. $360,547
C. $359,520
D. $362,088

Manufacturing overhead applied = Predetermined overhead rate x Actual amount
of the allocation base
= $42.00 per machine-hour x 8,560 machine-hours

= $359,520

AACSB: Analytic
AICPA BB: Critical Thinking
AICPA FN: Measurement

Blooms: Apply



Difficulty: 1 Easy
Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Topic: Job-Order Costing

79.  Acitelli Corporation, which applies manufacturing overhead on the basis of

machine-hours, has provided the following data for its most recent year of

operations.
Estimated manufacturing overhead............ $357,000
Estimated machine-hours..........ccovvvvvveni.... 8,500
Actual manufacturing overhead................. $358,000
Actual machine-hours....................ccccooi. 8,560

The estimates of the manufacturing overhead and of machine-hours were made at
the beginning of the year for the purpose of computing the company's

predetermined overhead rate for the year.

The overhead for the year was:

A. $1,520 underapplied
B. $2,520 overapplied
C. $1,520 overapplied
D. $2,520 underapplied

Actual manufacturing overhead incurred...........cccoovnnnniniiiinnnnn. $358,000
Manufacturing overhead applied to Work in Process.................. 359,520
Underapplied (overapplied) manufacturing overhead................. $( 1,520)

AACSB: Analytic
AICPA BB: Critical Thinking
AICPA FN: Measurement



Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa
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Carter Corporation applies manufacturing overhead on the basis of machine-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $135,850. Actual
manufacturing overhead for the year amounted to $145,000 and actual machine-
hours were 5,660. The company's predetermined overhead rate for the year was

$24.70 per machine-hour.

The predetermined overhead rate was based on how many estimated machine-

hours?

A. 5,870
B. 5,500
C. 6,081
D. 5,660

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total machine-hours

Estimated total machine-hours = Estimated total manufacturing overhead +
Predetermined overhead rate

= $135,850 + $24.70 per machine-hour

= 5,500 machine-hours

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-01 Compute a predetermined overhead rate.



81.

Topic: Job-Order Costing

Carter Corporation applies manufacturing overhead on the basis of machine-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $135,850. Actual
manufacturing overhead for the year amounted to $145,000 and actual machine-
hours were 5,660. The company's predetermined overhead rate for the year was

$24.70 per machine-hour.

The applied manufacturing overhead for the year was closest to:

A. $135,850
B. $149,218
C. $143,869
D. $139,802

Manufacturing overhead applied = Predetermined overhead rate x Actual direct
labor-hours
= $24.70 per machine-hour x 5,660 machine-hours

= $139,802

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Topic: Job-Order Costing



82.  Carter Corporation applies manufacturing overhead on the basis of machine-
hours. At the beginning of the most recent year, the company based its
predetermined overhead rate on total estimated overhead of $135,850. Actual
manufacturing overhead for the year amounted to $145,000 and actual machine-
hours were 5,660. The company's predetermined overhead rate for the year was

$24.70 per machine-hour.

The overhead for the year was:

A. $5,198 overapplied
B. $3,952 underapplied
C. $3,952 overapplied
D. $5,198 underapplied

Adctial inanufactiiring overhead IMCUITEd. ..o mmsmmssmassmusmans $145,000
Manufacturing overhead applied to Work in Process................ 139,802
Underapplied (overapplied) manufacturing overhead ............... $ 5,198

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa
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Snappy Company has a job-order costing system and uses a predetermined
overhead rate based on direct labor-hours to apply manufacturing overhead to
jobs. Manufacturing overhead cost and direct labor hours were estimated at
$100,000 and 40,000 hours, respectively, for the year. In July, Job #334 was
completed at a cost of $5,000 in direct materials and $2,400 in direct labor. The
labor rate is $6 per hour. By the end of the year, Snappy had worked a total of
45,000 direct labor-hours and had incurred $110,250 actual manufacturing

overhead cost.

If Job #334 contained 200 units, the unit product cost on the completed job cost

sheet would be:

A. $37.00
B. $42.00
C. $41.90
D. $39.50

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total direct labor-hours

= $100,000 + 40,000 direct labor-hours

= $2.50 per direct labor-hour

D oo o (1] 5 F ] T $5,000
DHEECT LADOT o ettt see e ease s e saa e e s rae e s saaeesssaeeessaaessssaaesssaaessssseessnnes 2,400
Manufacturing overhead ($2.50 per direct labor-hour x 400 direct labor-hours*)....... 1,000
Total product cost of JoObHII 4 ..ccsscssusssssssussissivsssssssssssissssssassssssssasssssssisassassssssisasisssssissiosssos $8,400
Unit product cost ($8,400 “200 UNItS) ......ccceviviiiiiiiniiiiiiiiinincncnesesesesee e ssesseesees $42.00

* $2,400 + $6 per direct labor-hour = 400 direct labor-hours



AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 2 Medium

Learning Objective: 02-03 Compute the total cost and average cost per unit of a job.

Topic: Job-Order Costing



84.  Snappy Company has a job-order costing system and uses a predetermined
overhead rate based on direct labor-hours to apply manufacturing overhead to
jobs. Manufacturing overhead cost and direct labor hours were estimated at
$100,000 and 40,000 hours, respectively, for the year. In July, Job #334 was
completed at a cost of $5,000 in direct materials and $2,400 in direct labor. The
labor rate is $6 per hour. By the end of the year, Snappy had worked a total of
45,000 direct labor-hours and had incurred $110,250 actual manufacturing

overhead cost.

Snappy's manufacturing overhead for the year was:

A. $10,250 underapplied
B. $12,500 overapplied
C. $12,500 underapplied
D. $2,250 overapplied

Actual manufacturing overhead incurred.................................... $110,250
Manufacturing overhead applied to Work in Process ($2.50

per direct labor-hour x 45,000 direct labor-hours)................ 112,500
Underapplied (overapplied) manufacturing overhead ............... $( 2,250)

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-07 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in

Manufacturing Overhead to the appropriate accounts.



Topic: Job-Order Costing
Topic: Underapplied and Overapplied Overheaa



85.

Lund Company applies manufacturing overhead to jobs using a predetermined
overhead rate of 75% of direct labor cost. Any underapplied or overapplied
manufacturing overhead cost is closed out to Cost of Goods Sold at the end of the

month. During March, the following transactions were recorded by the company:

Raw materials (all direct materials):

Purchased during the month........................o.oo $27,000

Used 1in production..............ccoocoeveoriieieieceeeee $28,000
Labor:

Direct labor hours worked during the month ............ 2,500

Direct labor cost incurred ...............cooooiiiiii $20,000

Indirect labor cost incurred...........ooooveeiiiiiiiieiie $5,500
Manufacturing overhead costs incurred (total)............. $17,000
Inventories:

Raw materials (all direct), March 31 ......................... $7,500

Work in process, March 1., $10,500

Work in process, March 31 ..., $14,000%*

*contains $5,000 in direct labor cost.

The amount of direct materials cost in the March 31 Work in Process inventory

account was:

A. $5,250
B. $3,500
C. $9,000
D. $8,750

Ending work in process inventory = Direct materials + Direct labor +
Manufacturing overhead applied

$14,000 = Direct materials + $5,000 + $5,000 x 75%

$14,000 = Direct materials + $5,000 + $3,750



Direct materials = $14,000 - $5,000 - $3,750 = $5,250

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs



Lund Company applies manufacturing overhead to jobs using a predetermined
overhead rate of 75% of direct labor cost. Any underapplied or overapplied
manufacturing overhead cost is closed out to Cost of Goods Sold at the end of the

month. During March, the following transactions were recorded by the company:

Raw materials (all direct materials):

Purchased during the month........................ocoo $27,000

Used 1in production..............ccocoeveeeieeieiieeeeeee $28,000
Labor:

Direct labor hours worked during the month ............ 2,500

Direct labor cost incurred ...............cooooiiiiii $20,000

Indirect labor cost iIncurred............oovveeeeeeeeeeeeeeennnnn, $5,500
Manufacturing overhead costs incurred (total)............. $17,000
Inventories:

Raw materials (all direct), March 31 ......................... $7,500

Work in process, March 1., $10,500

Work in process, March 31 ..., $14,000%*

*contains $5,000 in direct labor cost.

The Cost of Goods Manufactured for March was:

A. $66,500
B. $61,500
C. $59,500
D. $63,000



Direct materials used in production........... $28.000

Direct 1abor.......cccovvvvieiiei 20,000
Manufacturing overhead applied* ............ 15,000
Total manufacturing costs ................c......... 63,000
Add: Beginning work in process................ 10,500

73,500
Deduct: Ending work in process................ 14,000
Cost of goods manufactured...................... $59,500

*$20,000 direct labor cost x 75% of direct labor cost = $15,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola



Lund Company applies manufacturing overhead to jobs using a predetermined
overhead rate of 75% of direct labor cost. Any underapplied or overapplied
manufacturing overhead cost is closed out to Cost of Goods Sold at the end of the

month. During March, the following transactions were recorded by the company:

Raw materials (all direct materials):

Purchased during the month........................ocoo $27,000

Used 1in production..............ccocoeveeeieeieiieeeeeee $28,000
Labor:

Direct labor hours worked during the month ............ 2,500

Direct labor cost incurred ...............cooooiiiiii $20,000

Indirect labor cost iIncurred............oovveeeeeeeeeeeeeeennnnn, $5,500
Manufacturing overhead costs incurred (total)............. $17,000
Inventories:

Raw materials (all direct), March 31 ......................... $7,500

Work in process, March 1., $10,500

Work in process, March 31 ..., $14,000%*

*contains $5,000 in direct labor cost.

The entry to dispose of the underapplied or overapplied manufacturing overhead

cost for the month would include:

A. a credit of $2,000 to Cost of Goods Sold.
B. a debit of $5,000 to the Cost of Goods Sold.
C. a debit of $5,000 to the Manufacturing Overhead account.

D. a credit of $2,000 to the Manufacturing Overhead account.

Actual manufacturing overhead incurred.................................... $17,000
Manufacturing overhead applied to Work in Process ($20,000
direct labor cost X 75%) ....ccooviiiiiiiee e 15,000

Underapplied manufacturing overhead.......................ocooe $ 2,000



Underapplied manufacturing overhead increases the balance in cost of goods sold,

resulting in a debit entry.

Cost of Goods Sold $2.,000
Manufacturing Overhead $2,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa
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Lund Company applies manufacturing overhead to jobs using a predetermined
overhead rate of 75% of direct labor cost. Any underapplied or overapplied
manufacturing overhead cost is closed out to Cost of Goods Sold at the end of the

month. During March, the following transactions were recorded by the company:

Raw materials (all direct materials):

Purchased during the month........................o.oo $27,000

Used 1in production..............ccoocoeveoriieieieceeeee $28,000
Labor:

Direct labor hours worked during the month ............ 2,500

Direct labor cost incurred ...............cooooiiiiii $20,000

Indirect labor cost incurred...........ooooveeiiiiiiiieiie $5,500
Manufacturing overhead costs incurred (total)............. $17,000
Inventories:

Raw materials (all direct), March 31 ......................... $7,500

Work in process, March 1., $10,500

Work in process, March 31 ..., $14,000%*

*contains $5,000 in direct labor cost.

The balance on March 1in the Raw Materials inventory account was:

A. $8,500
B. $6,500
C. $7,500
D. $9,500

Beginning raw materials inventory + Purchases of raw materials - Ending raw
materials inventory = Raw materials used in production

Beginning raw materials inventory + $27,000 - $7,500 = $28,000

Beginning raw materials inventory = $28,000 - $27,000 + $7,500 = $8,500



89.

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 2 Medium

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs

On April 1, Bogdon Corporation had $30,000 of raw materials on hand. During the
month, the company purchased an additional $63,000 of raw materials. During
April, $76,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The

indirect materials totaled $2,000.

The journal entry to record the purchase of raw materials would include a:

A. debit to Raw Materials of $63,000
B. credit to Raw Materials of $63,000
C. credit to Raw Materials of $93,000
D. debit to Raw Materials of $93,000

Raw Materials $63,000
Accounts Payable $63,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc



90.

record costs.

Topic: Job-Order Costing—The Flow of Costs

On April 1, Bogdon Corporation had $30,000 of raw materials on hand. During the
month, the company purchased an additional $63,000 of raw materials. During
April, $76,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The

indirect materials totaled $2,000.

The journal entry to record the requisition from the storeroom would include a:

A. debit to Raw Materials of $76,000

B. debit to Work in Process of $76,000

C. credit to Manufacturing Overhead of $2,000
D. debit to Work in Process of $74,000

Work in Process $74,000
Manufacturing Overhead $2,000
Raw Materials $76,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs
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On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During
April, $70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events.

Use those journal entries to answer the following questions:

The debits to the Raw Materials account for the month of April total:

A. $94,000
B. $70,000
C. $60,000
D. $34,000

Raw Materials $60,000
Accounts Payable $60,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs
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On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the

month, the company purchased an additional $60,000 of raw materials. During

April, $70,000 of raw materials were requisitioned from the storeroom for use in

production. These raw materials included both direct and indirect materials. The

indirect materials totaled $7,000. Prepare journal entries to record these events.

Use those journal entries to answer the following questions:

The credits to the Raw Materials account for the month of April total:

A. $94,000
B. $34,000
C. $70,000
D. $60,000

Work 1n Process
Manufacturing Overhead
Raw Materials

$63,000
$7,000

$70,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs
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On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the

month, the company purchased an additional $60,000 of raw materials. During

April, $70,000 of raw materials were requisitioned from the storeroom for use in

production. These raw materials included both direct and indirect materials. The

indirect materials totaled $7,000. Prepare journal entries to record these events.

Use those journal entries to answer the following questions:

The debits to the Work in Process account as a consequence of the raw materials

transactions in April total:

A. $60,000
B. $0

C. $70,000
D. $63,000

Work in Process
Manufacturing Overhead
Raw Materials

$63,000
$7,000

$70,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries to

record costs.

Topic: Job-Order Costing—The Flow of Costs
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On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During
April, $70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events.

Use those journal entries to answer the following questions:

The credits to the Work in Process account as a consequence of the raw materials

transactions in April total:

A. $70,000
B. $63,000
C. 50

D. $60,000

There were no credits to the Work in Process account in April, only debits.

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs
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On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the

month, the company purchased an additional $60,000 of raw materials. During

April, $70,000 of raw materials were requisitioned from the storeroom for use in

production. These raw materials included both direct and indirect materials. The

indirect materials totaled $7,000. Prepare journal entries to record these events.

Use those journal entries to answer the following questions:

The debits to the Manufacturing Overhead account as a consequence of the raw

materials transactions in April total:

A. $7,000
B. $63,000
C. $0

D. $70,000

Work in Process $63,000
Manufacturing Overhead $7,000
Raw Materials

$70,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs
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On April 1, Stelter Corporation had $34,000 of raw materials on hand. During the
month, the company purchased an additional $60,000 of raw materials. During
April, $70,000 of raw materials were requisitioned from the storeroom for use in
production. These raw materials included both direct and indirect materials. The
indirect materials totaled $7,000. Prepare journal entries to record these events.

Use those journal entries to answer the following questions:

The credits to the Manufacturing Overhead account as a consequence of the raw

materials transactions in April total:

A. $0
B. $70,000
C. $63,000
D. $7,000

There were no credits to the Manufacturing overhead account in April, only debits.

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs



97.

During September, Stutzman Corporation incurred $86,000 of actual

Manufacturing Overhead costs. During the same period, the Manufacturing

Overhead applied to Work in Process was $81,000.

The journal entry to record the incurrence of the actual Manufacturing Overhead

costs would include a:

A. credit to Manufacturing Overhead of $86,000
B. debit to Manufacturing Overhead of $86,000
C. credit to Work in Process of $81,000
D. debit to Work in Process of $81,000

Manufacturing Overhead
Accounts Payable, Cash, or other Asset Accounts

$86,000
$86,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc

record costs.

Topic: Job-Order Costing—The Flow of Costs



98.

During September, Stutzman Corporation incurred $86,000 of actual
Manufacturing Overhead costs. During the same period, the Manufacturing

Overhead applied to Work in Process was $81,000.

The journal entry to record the application of Manufacturing Overhead to Work in

Process would include a:

A. credit to Manufacturing Overhead of $81,000
B. credit to Work in Process of $86,000
C. debit to Manufacturing Overhead of $81,000
D. debit to Work in Process of $86,000

Work 1n Process $81,000
Manufacturing Overhead $81,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs



Daane Company had only one job in process on May 1. The job had been charged
with $1,000 of direct materials, $3,302 of direct labor, and $5,382 of manufacturing
overhead cost. The company assigns overhead cost to jobs using the

predetermined overhead rate of $20.70 per direct labor-hour.

During May, the following activity was recorded:

Raw materials (all direct materials):

Beginning balance.....................c.ccocooooiiiiiiie, $8,500

Purchased during the month..................................... $20,000

Used 1n production ............cococeieiieiioiiiiceece, $28,400
Labor:

Direct labor-hours worked during the month............. 1,500

Direct labor cost incurred ... $19,050
Actual manufacturing overhead costs incurred ............. $29,700
Inventories:

Raw materials, May 30..........ccccooiiiiiiiiiiiecce, ?

Work in process, May 30..........cccoovviiiiiiiiiiee, $13,362

Work in process inventory on May 30 contains $2,921 of direct labor cost. Raw

materials consist solely of items that are classified as direct materials.

The amount of direct materials cost in the May 30 work in process inventory

account was:

A. $5,680
3. $19,900
C. $8,400
D. $11,500



Work in process, May 30
Less: Direct labor................
Less: Manufacturing overhead*
Direct materials..................

*Direct labor wage rate = $19,050 + 1,500 direct labor-hours = $12.70 per direct

labor-hour

Direct labor-hours attributable to ending inventory = $2,921 + $12.70 per direct

labor-hour = 230 direct labor-hours

Manufacturing overhead applied = Predetermined overhead rate x Actual amount

of the allocation base

= $20.70 per direct labor-hour x 230 direct labor-hours = $4,761

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Topic: Schedules of Cost of Good's Manufactured and Cost of Goods Sola



100. Daane Company had only one job in process on May 1. The job had been charged
with $1,000 of direct materials, $3,302 of direct labor, and $5,382 of manufacturing
overhead cost. The company assigns overhead cost to jobs using the

predetermined overhead rate of $20.70 per direct labor-hour.

During May, the following activity was recorded:

Raw materials (all direct materials):

Beginning balance.....................c.ccoooooiiiiiiii $8,500

Purchased during the month............................. $20,000

Used in production..............ocoocooviiieioioeieeeeee, $28,400
Labor:

Direct labor-hours worked during the month............. 1,500

Direct labor cost incurred ... $19,050
Actual manufacturing overhead costs incurred ............. $29,700
Inventories:

Raw materials, May 30..........ccccooviiiiiiiiiiicecce, ?

Work in process, May 30...........ccoovoiiiiiiiiiiee, $13,362

Work in process inventory on May 30 contains $2,921 of direct labor cost. Raw

materials consist solely of items that are classified as direct materials.

The cost of goods manufactured for May was:

A. $78,500
B. $78,100
C. $77,150
D. $74,822



Direct materials used in production............ $28,400

0551 1] e | O — 19,050
Manufacturing overhead ($20.70 per direct
labor-hour x 1,500 direct labor-hours)... 31,050
Total manufacturing costs.................c......... 78,500
Add: Beginning work in process ................ 9,684
88,184
Deduct: Ending work in process................. 13,362
Cost of goods manufactured ....................... $74,822

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Topic: Schedules of Cost of Good's Manufactured and Cost of Goods Sola



101.  Daane Company had only one job in process on May 1. The job had been charged
with $1,000 of direct materials, $3,302 of direct labor, and $5,382 of manufacturing
overhead cost. The company assigns overhead cost to jobs using the

predetermined overhead rate of $20.70 per direct labor-hour.

During May, the following activity was recorded:

Raw materials (all direct materials):

Beginning balance.....................c.ccocooooiiiiiie $8,500

Purchased during the month.......................... $20,000

Used 1n production ............cococeieiieiioiiiiceece, $28,400
Labor:

Direct labor-hours worked during the month............. 1,500

Direct labor cost incurred ... $19,050
Actual manufacturing overhead costs incurred ............. $29,700
Inventories:

Raw materials, May 30..........ccoccooiiiiiiiiiiiecee, ?

Work in process, May 30...........ccoovoiiiiiiiiiiee, $13,362

Work in process inventory on May 30 contains $2,921 of direct labor cost. Raw

materials consist solely of items that are classified as direct materials.

The entry to dispose of the underapplied or overapplied manufacturing overhead

cost for the month would include a:

A. debit of $1,350 to Manufacturing Overhead.
B. credit of $4,761 to Manufacturing Overhead.
C. credit of $1,350 to Manufacturing Overhead.
D. debit of $4,761 to Manufacturing Overhead.



Actual manufacturing overhead incurred.................cccoooiin. $29,700
Manufacturing overhead applied to Work in Process ($20.70

per direct labor-hour x 1,500 direct labor-hours)................... 31,050
Underapplied (overapplied) manufacturing overhead ............... $(1,350)
Manufacturing Overhead $1,350
Cost of Goods Sold $1,350

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Underapplied and Overapplied Overheaa



102.  The following partially completed T-accounts summarize the transactions of Belson

Company for last year:



Raw Materials
Beg. Bal. 5,000 [ (2) 20,000
(1) 17,000

Work in Process

Beg. Bal. 9,000 | (7) 60,000
@) 13,000
(€)) 16,000
©) 29,000
Manufacturing Overhead
@ 7,000 | (6) 29,000
3) 14,000
(€)) 6,000
%) 3,000

Cost of Goods Sold

Accounts Payable
(D 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
@) 60,000
End. Bal. 13,000

Wages and Salaries Payable
Beg. Bal. 5,000
4 31,000

Sales Salaries Expense

@ 9,000

Accumulated Depreciation (Factory)
Beg. Bal. 80,000
3) 14,000

At the end of the year, the company closes out the balance in the Manufacturing



Overhead account to Cost of Goods Sold.

The indirect labor cost is:

A. $6,000
B. $13,000
C. $16,000
D. $31,000

(4) Work in Process $16,000

Manufacturing Overhead $6,000

Sales Salaries Expense $9,000
Wages and Salaries Payable $31,000

The debit to the Manufacturing Overhead account in this entry represents indirect

labor costs.

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



103.  The following partially completed T-accounts summarize the transactions of Belson

Company for last year:



Raw Materials
Beg. Bal. 5,000 [ (2) 20,000
(1) 17,000

Work in Process

Beg. Bal. 9,000 | (7) 60,000
@) 13,000
(€)) 16,000
©) 29,000
Manufacturing Overhead
@ 7,000 | (6) 29,000
3) 14,000
(€)) 6,000
&3] 3,000

Cost of Goods Sold

Accounts Payable
(D 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
@) 60,000
End. Bal. 13,000

Wages and Salaries Payable
Beg. Bal. 5,000
4 31,000

Sales Salaries Expense

@ 9,000

Accumulated Depreciation (Factory)
Beg. Bal. 80,000
3) 14,000

At the end of the year, the company closes out the balance in the Manufacturing



Overhead account to Cost of Goods Sold.

The cost of goods sold (after adjustment for underapplied or overapplied

manufacturing overhead) is:

A. $61,000
B. $62,000
C. $63,000
D. $64,000
Manufacturing Overhead
(2) 7,000 | (6) 29,000
(3) 14,000
4) 6,000
(5) 3,000 | (9) 1,000
End. Bal. 0
Cost of Goods Sold
(&) 63,000
(9) 1,000
End. Bal. 64,000
Accounts Payable
(1) 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
@) 60,000
(®) 63,000
End. Bal. 13,000




AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing—The Flow of Costs

Topic: Schedules of Cost of Good's Manufactured and Cost of Goods Sola

Topic: Underapplied and Overapplied Overheaa



104. The following partially completed T-accounts summarize the transactions of Belson

Company for last year:



Raw Materials
Beg. Bal. 5,000 | (2) 20,000
(1) 17,000

Work in Process

Beg. Bal. 9,000 | (7) 60,000
@) 13,000
(€)) 16,000
©) 29,000
Manufacturing Overhead
@ 7,000 | (6) 29,000
3) 14,000
(€)) 6,000
&) 3,000

Cost of Goods Sold

Accounts Payable
(D 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
@) 60,000
End. Bal. 13,000

Wages and Salaries Payable
Beg. Bal. 5,000
4 31,000

Sales Salaries Expense

@ 9,000

Accumulated Depreciation (Factory)
Beg. Bal. 80,000
3) 14,000

At the end of the year, the company closes out the balance in the Manufacturing



Overhead account to Cost of Goods Sold.

The manufacturing overhead applied is:

A. $28,000
B. $29,000
C. $30,000
D. $38,000
Work in Process
Beg. Bal. 9,000 | (7) 60,000
@) 13,000
4 16,000
(6) 29,000
Manufacturing Overhead
2 7,000 | (6) 29,000
3) 14,000
4 6,000
(5) 3,000 | (9) 1,000
End. Bal. 0

Transaction (6) represents manufacturing overhead applied at $29,000.

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in

Manufacturing Overhead to the appropriate accounts.



Topic: Job-Order Costing—The Flow of Costs
Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola
Topic: Underapplied and Overapplied Overheaa



105.  The following partially completed T-accounts summarize the transactions of Belson

Company for last year:



Raw Materials
Beg. Bal. 5,000 [ (2) 20,000
(1) 17,000

Work in Process

Beg. Bal. 9,000 | (7) 60,000
@) 13,000
(€)) 16,000
©) 29,000
Manufacturing Overhead
@ 7,000 | (6) 29,000
3) 14,000
(€)) 6,000
&3] 3,000

Cost of Goods Sold

Accounts Payable
(D 17,000
(5) 3,000
Finished Goods
Beg. Bal. 16,000
@) 60,000
End. Bal. 13,000

Wages and Salaries Payable
Beg. Bal. 5,000
4 31,000

Sales Salaries Expense

@ 9,000

Accumulated Depreciation (Factory)
Beg. Bal. 80,000
3) 14,000

At the end of the year, the company closes out the balance in the Manufacturing



Overhead account to Cost of Goods Sold.

The cost of direct materials used in production is:

A. $12,000
B. $13,000
C. $16,000
D. $20,000
Raw Materials
Beg. Bal. 5,000 | (2) 20,000
(D) 17,000
Work in Process
Beg. Bal. 9,000 | (7) 60,000
(2) 13,000
4) 16,000
(6) 29,000

The debit portion of transaction (2) represents the cost of direct materials used in

production at $13,000.

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



106.Entin Corporation reported the following data for the month of January:

TIVENEOTIES ..o Beginning Ending
RaW Mater1alS ..o $32,000 $38,000
B o iy o5 $11,000 $17,000
Finished goods..........cooooviiiiiie e $45,000 $47.,000
Additional information:
58 T e C T LI g o Lo T T O —————— $65,000
DIrect 1aDOT COSE .ttt $88,000
Manufacturing overhead cost incurred.................coocooeiiiiiiinn $64,000
Indirect materials included in manufacturing overhead cost
INCUITE ..o $3,000
Manufacturing overhead cost applied to Work in Process........... $61,000
The direct materials cost for January is:
A. $59,000
B. $56,000
C. $71,000
D. $65,000
Raw materials inventory, beginning...............cccoocoveiiiieieiiieieeeeceee $32,000
Add: Purchases of raw materialS ............oovviiiieiieeeeeee 65,000
Total raw materials available ... 97,000
Deduct: Raw materials inventory, ending...............ccccooeeiiieianiieinennn 38,000
Raw materials used in production ... 59,000
Deduct: Indirect materials included in manufacturing overhead ............ 3,000
DIrect MaterialS ... .ooooe e $56,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 3 Hara



Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola



107.Entin Corporation reported the following data for the month of January:

TIVENEOTIES ..o Beginning Ending
RaW Mater1alS ..ot $32,000 $38,000
oy o T — $11,000 $17,000
Finished goods..........cooooviiiiiie e $45,000 $47,000

Additional information:

58 T e C T LI g o Lo T T O —————— $65,000
DIrect 1aDOT COSE .ttt $88,000
Manufacturing overhead cost incurred.................oocooeiiiiiiiinn $64,000
Indirect materials included in manufacturing overhead cost

INCUITE ..o $3,000
Manufacturing overhead cost applied to Work in Process........... $61,000

The cost of goods manufactured for January is:

A. $202,000
B. $214,000
C. $217,000
D. $199,000

Direct materials:

Raw'materials inventory; beginning :....ucusimunmmmnmmanmms s $32,000
Add: Purchases of raw materialS.........ooovoeeeeeeieeee e, 65,000
Total raw materials available...........ccoooviiiiieie e, 97,000
Deduct: Raw materials inventory, ending ...............cccecoeovieieieenieieenennnn 38,000
Raw materials used in production.............cccocoooiiiiiiiiiniiieceeee, 59,000
Deduct: Indirect materials included in manufacturing overhead........... 3,000 $ 56,000
DITECE 1D OT ..o 88,000
Manufacturing overhead cost applied to work in process ........................ 61,000
Total manufacturing costSicrmmrmmmmmsmanrmrs T AT T 205,000
Add: Beginning Work 1n PrOCESS .............covevvieiiiiiiieieeieeieeieeeeie e, 11,000
216,000
Deduct: Ending Work 1n PrOCESS.........ccoovevioiiiiiiiiiiieieieeeeee e 17,000

Cost of goods manufactured ..o, $199,000



AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Topic: Schedules of Cost of Good's Manufactured and Cost of Goods Sola



108.Entin Corporation reported the following data for the month of January:

Additional information:

Ravriaien alg Pitehases . commmmmmmammmosmensme
Direct 1abor COSt .......oovoiviiiiiiieeeeeeeee e
Manufacturing overhead cost incurred..................ccoooo.

WOk N PrOCESS s e e T
Finished goods..........oooooviiiiiiiiccceeeeeeeee

Indirect materials included in manufacturing overhead cost

INCUITE .o

Manufacturing overhead cost applied to Work in Process

Beginning Ending
$32,000 $38,000
$11,000 $17,000
$45,000 $47,000

$65,000
$88,000
$64,000

$3,000
$61,000

The adjusted cost of goods sold that appears on the income statement for January

is:

A. $197,000
B. $200,000
C. $201,000
D. $199,000

Finished goods inventory, beginning ..................... $ 45,000
Add: Cost of goods manufactured.......................... 199,000
Cost of goods available forsale.............................. 244,000
Deduct: Finished goods inventory, ending ............ 47,000
Unadjusted cost of goods sold .............cocooiennn, 197,000
Add: Uniderapplied overhead ......cmmmmmmmsmms 3,000
Adjusted cost of goods sold ..............ccoocooeiiinn. $200,000

AACSB: Analytic
AICPA BB: Critical Thinking
AICPA FN: Measurement



Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola

Topic: Underapplied and Overapplied Overheaa



109. Vanwagenen Inc. has provided the following data for the month of April:

IAVENEOTIES ...t Beginning Ending
D40 4l T 0 L ———— $12,000 $16,000
Finished goods........ccooviiiiiiiicceccee e, $27,000 $25,000

Additional information:

DIrect Materials ...ooooeeeeee e $51,000
DITECt 1aDOT COSE ..ot $91,000
Manufacturing overhead cost incurred...................ccoeeeeieiennnn, $60,000
Manufacturing overhead cost applied to Work in Process.......... $59,000

The cost of goods manufactured for April is:

A. $198,000
B. $201,000
C. $197,000
D. $202,000

Direct materials....................
Direct labor............ccccccooe.
Manufacturing overhead ......
Total manufacturing costs....

Add: Beginning work in process ................

Deduct: Ending work in process.................

Cost of goods manufactured

$ 51,000
91,000
59,000

201,000

12,000

213,000

16,000

$197,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.



Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola

110. Vanwagenen Inc. has provided the following data for the month of April:

IVENEOTIES: ... Beginning Ending
R%7267y 0 o0 s o] 1t NS ————— $12,000 $16,000
Finished g00dS. .........coooiiiiiiicceeeee $27,000 $25,000

Additional information:

Direct Materials .....oovoooee e $51,000
DITECt 1aDOT COSE ..o $91,000
Manufacturing overhead cost incurred................cccocoeveeeiiirinnnnn, $60,000
Manufacturing overhead cost applied to Work in Process.......... $59,000

The adjusted cost of goods sold that appears on the income statement for April is:

A. $197,000
B. $195,000
C. $200,000
D. $199,000

Finished goods inventory, beginning .................... $ 27,000
Add: Cost of goods manufactured........................ 197,000
Cost of goods available forsale............................ 224,000
Deduct: Finished goods inventory, ending ............ 25,000
Unadjusted cost of goods sold ..o 199,000
Add: Underapplied overhead ..................ccooeenennn. 1,000
Adjusted cost of goodssold ... $200,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremen
Blooms: Apply

Difficulty: 2 Medliur



Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Schedules of Cost of Good's Manufactured and Cost of Goods Sola

Topic: Underapplied and Overapplied Overheaa



111. Leija 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, Leija 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, Leija 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.

What is Leija's cost of goods manufactured for March?

A. $6,500
B. $14,100
C. $14,600
D. $16,500

Cost of goods manufactured = Direct materials + Direct labor + Manufacturing
overhead applied + Beginning work in process inventory - Ending work in process
inventory

In this case, the sum of direct materials, direct labor, and manufacturing overhead
applied equals the sum of the costs assigned to the jobs during the month, which is
$16,500 (= $6,000 + $8,100 + $2,400).

The ending work in process inventory consists of the cost of Job #3671, which was
started but not completed during the month. The other two jobs were completed

during the month and therefore are not part of the ending work in process



inventory.

Cost of goods manufactured = $16,500 + $500 - $2,400 = $14,600

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola



112. Leija 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, Leija 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, Leija 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.

What is Leija's work in process inventory balance at the end of March?

A. $1,900
B. $2,400
C. $2,900
D. $10,000

The ending work in process inventory consists of the $2,400 cost of Job #3671, which
was started but not completed during the month. The other two jobs were
completed during the month and therefore are not part of the ending work in

process inventory.

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremem
Blooms: Apply

Difficulty: 2 Medliunm

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.



113.

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola

Echenko Corporation uses a job-order costing system and applies overhead to
jobs using a predetermined overhead rate. During the year the company's Finished
Goods inventory account was debited for $380,000 and credited for $335,500. The
ending balance in the Finished Goods inventory account was $62,300. At the end

of the year, manufacturing overhead was overapplied by $2,900.

The balance in the Finished Goods inventory account at the beginning of the year

was:

A. $2,900
B. $62,300
C. $44,500
D. $17,800

Ending finished goods inventory = Beginning finished goods inventory + Debits -
Credits

$62,300 = Beginning finished goods inventory + $380,000 - $335,500

Beginning finished goods inventory = $62,300 - $380,000 + $335,500 = $17,800

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediur

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



14.

Echenko Corporation uses a job-order costing system and applies overhead to
jobs using a predetermined overhead rate. During the year the company's Finished
Goods inventory account was debited for $380,000 and credited for $335,500. The
ending balance in the Finished Goods inventory account was $62,300. At the end

of the year, manufacturing overhead was overapplied by $2,900.

If the applied manufacturing overhead was $70,400, the actual manufacturing

overhead cost for the year was:

A. $73,300
B. $67,500
C. $129,800
D. $85,300

Overapplied manufacturing overhead = Manufacturing overhead applied - Actual
manufacturing overhead

Actual manufacturing overhead = Manufacturing overhead applied - Overapplied
manufacturing overhead

= $70,400 - $2,900

= $67,500

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



115.  The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods
Beg Bal 6,900 23.800
22.600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The Cost of Goods Manufactured was:

A. $23,800



B. $5,400

C. $22,600
D. $46,400
Work 1n Process
Beg Bal 3,300 | COGM 22,600
Direct materials 6,300
Direct labor 8,700
Manufacturing overhead applied 5,800
Finished Goods
Beg Bal 6,900 23,800
COGM 22,600

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



116. The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work 1n Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods
Beg Bal 6,900 23.800
22.600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The direct labor cost was:

A. $8,700



B. $12,000
C. $11,700
D. $14,200

The key is to recognize that the 6,300 debit entry in the Work in Process account

represents direct materials. The journal entry would have been:

Work in Process 6,300
Manufacturing Overhead 1,000
Raw Materials 7,300

The other debit entry in the Work in Process account in the amount of $5,800 is
manufacturing overhead applied because there is a corresponding credit entry for

the same amount in the account Manufacturing Overhead.

Work 1n Process

Beg Bal 3,300 | COGM 22,600
Direct materials 6,300
Direct labor 8,700
Manufacturing overhead applied 5,800

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



117.  The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods
Beg Bal 6,900 23.800
22.600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The direct materials cost was:

A. $3,300



B. $8,700
C. $6,300
D. $7,300

The key is to recognize that the 6,300 debit entry in the Work in Process account

represents direct materials. The journal entry would have been:

Work 1n Process 6,300
Manufacturing Overhead 1,000
Raw Materials 7,300

The direct materials is the $6,300 debit to Work in Process.

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 3 Hara

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



118.  The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods
Beg Bal 6,900 23.800
22.600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The manufacturing overhead applied was:

A. $2,200



B. $3,000
C. $5,800
D. $13,900

The manufacturing overhead applied is the credit entry of $5,800 in the

Manufacturing Overhead account.

Manufacturing Overhead

Manufacturing
1,000 | overhead applied 5,800
3,000
2,200

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen:

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



119.  The following partially completed T-accounts summarize transactions for Fabatz

Company during the year:

Raw Materials
Beg Bal 1,900 7,300
9,300

Work in Process

Beg Bal 3,300 22,600
6,300
8,700
5,800

Finished Goods
Beg Bal 6,900 23.800
22.600

Manufacturing Overhead
1,000 5,800
3,000
2,200

Wages & Salaries Payable
14,200 | Beg Bal 1,500
11,700

Cost of Goods Sold
23,800

The manufacturing overhead was:

A. $2,200 underapplied



B. $2,200 overapplied
C. $400 overapplied
D. $400 underapplied

Manufacturing Overhead

1,000 5,800
3,000
2,200

Underapplied

manufacturing

overhead 400

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediur;

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs

Essay Questions



120.  Alam Company is a manufacturing firm that uses job-order costing. At the

beginning of the year, the company's inventory balances were as follows:

Raw materials............. $24,000
Work 1n process ......... $73,000
Finished goods ........... $27,000

The company applies overhead to jobs using a predetermined overhead rate
based on machine-hours. At the beginning of the year, the company estimated
that it would work 45,000 machine-hours and incur $180,000 in manufacturing

overhead cost. The following transactions were recorded for the year:

a. Raw materials were purchased, $416,000.

b. Raw materials were requisitioned for use in production, $420,000 ($380,000
direct and $40,000 indirect).

c. The following employee costs were incurred: direct labor, $414,000; indirect
labor, $60,000; and administrative salaries, $212,000.

d. Selling costs, $141,000.

e. Factory utility costs, $20,000.

f. Depreciation for the year was $81,000 of which $73,000 is related to factory
operations and $8,000 is related to selling, general, and administrative activities.
g. Manufacturing overhead was applied to jobs. The actual level of activity for the
year was 48,000 machine-hours.

h. The cost of goods manufactured for the year was $1,004,000.

i. Sales for the year totaled $1,416,000 and the costs on the job cost sheets of the
goods that were sold totaled $989,000.

j. The balance in the Manufacturing Overhead account was closed out to Cost of

Goods Sold.



Required:

Prepare the appropriate journal entry for each of the items above (a. through j.).
You can assume that all transactions with employees, customers, and suppliers

were conducted in cash.



Raw Materials Inventory
Cash

Work 1n Process Inventory
Manufacturing Overhead
Raw Materials Inventory

Work in Process Inventory

Manufacturing Overhead

Administrative Salary Expense
Cash

Selling Expenses
Cash

Manufacturing Overhead
Cash

Manufacturing Overhead
Depreciation Expense
Accumulated Depreciation

Work 1n Process
Manufacturing Overhead

Finished Goods
Work 1n Process

Cash
Sales

Cost of Goods Sold
Finished Goods

Cost of Goods Sold
Manufacturing Overhead

416,000

380,000
40,000

414,000
60,000
212,000

141,000

20,000

73,000
8,000

192,000

1,004,000

1,416,000

989,000

1,000

416,000

420,000

686,000

141,000

20,000

81,000

192,000

1,004,000

1,416,000

989,000

1,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measurement

Blooms: Apply



Difficulty: 2 Medium

Learning Objective: 02-071 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Job-Order Costing—The Flow of Costs

Topic: Underapplied and Overapplied Overheaa



121.

Babb Company is a manufacturing firm that uses job-order costing. The

company's inventory balances were as follows at the beginning and end of the

year:
Beginning Balance Ending Balance
Raw materials............. $11,000 $15,000
Work 1n process ......... $32.000 $14.000
Finished goods ........... $108,000 $123,000

The company applies overhead to jobs using a predetermined overhead rate
based on machine-hours. At the beginning of the year, the company estimated
that it would work 17,000 machine-hours and incur $272,000 in manufacturing

overhead cost. The following transactions were recorded for the year:

« Raw materials were purchased, $416,000.

« Raw materials were requisitioned for use in production, $412,000 $(376,000 direct
and $36,000 indirect).

« The following employee costs were incurred: direct labor, $330,000; indirect
labor, $69,000; and administrative salaries, $157,000.

« Selling costs, $113,000.

« Factory utility costs, $29,000.

« Depreciation for the year was $121,000 of which $114,000 is related to factory
operations and $7,000 is related to selling, general, and administrative activities.
« Manufacturing overhead was applied to jobs. The actual level of activity for the
year was 15,000 machine-hours.

« Sales for the year totaled $1,282,000.

Required:



a. Prepare a schedule of cost of goods manufactured in good form.

b. Was the overhead underapplied or overapplied? By how much?

C. Prepare an income statement for the year in good form. The company closes

any underapplied or overapplied manufacturing overhead to Cost of Goods Sold.

a. Schedule of cost of goods manufactured

Estimated total manufacturing overhead (a)............ $272,000
Estimated total machine-hours (b)............................ 17,000
Predetermined overhead rate (a) + (b).........c..c......... $16.00
Actual total machine-hours (a) ............. 15,000
Predetermined overhead rate (b)........... $16.00
Overhead applied (a) x (b)...........c........ $240,000

Direct materials:

Raw materials inventory, beginning ................... $11,000
Add: purchases of raw materials........................ 416,000
Total raw materials available ... 427,000
Deduct: raw materials inventory, ending............. 15,000
Raw materials used in production........................ 412,000
Less: indirect materialS.............cooovviviieeeiiiie 36,000
Direct materials.........ccooooveoiieee e 376,000
Direct 1abor. ...oooiiii 330,000
Manufacturing overhead applied...........omemssessmcsins 240,000
Total manufacturing costs............ccooovviiiiiicennn. 946,000
Add: Beginning work in process inventory ............ 32,000
978,000

Deduct: Ending work in process inventory............. 14,000
Cost of goods manGfactifed ... $964,000

b. Overhead underapplied or overapplied



Actual manufacturing overhead cost incurred:

Indirect materials..........oooooiiooie e $36,000
Indirect 1abor .......oovviie 69,000
23:Te ) g g0 €L T 29.000
Factory depreciation..............ccoooioiiiiiiiiiiec, 114,000
Manufgctiring overthiead cost TRCUITEd...ouwmsssmnsanss 248,000
Manufacturing overhead applied...............ccooooeeenn. 240,000
Lnuerapplied GUIHEEL...cnure s s $8,000

c. Income Statement

Beginning finished goods inventory............ $108,000
Cost of goods manufactured ........................ 964,000
Cost of goods available for sale.................. 1,072,000
Ending finished goods inventory ................ 123,000
Unadjusted cost of goods $01d.....mumsssns 949,000
Add: underapplied overhead..................... 8,000
Adjusted cost of goods 801d.....cuussmmmms $957,000
SALES . $1,282,000
Cost of goods sold (adjusted). ..cousmsmmsss 957,000
GTroSS MArGIN ...oo.oooiiiiiiiieieeieee e 325,000
Selling and administrative expenses:
Administrative salaries ..........ccooveveeeeeennnns $157,000
Selling CostS......oooooviiiiiiiiiiiiiiceceee 113,000
Depreciation............ccoovevieiioiieiieieee, 7,000 277,000
Net operating INCOME .............ccocovvierreiennnn $48,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-07 Compute a predetermined overhead rate.

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.

Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in



Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Schedules of Cost of Goods Manufactured and Cost of Good's Sola
Topic: Underapplied and Overapplied Overheaa

122.Sandler Corporation bases its predetermined overhead rate on the estimated

machine-hours for the upcoming year. Data for the upcoming year appear below:

Estimated machine-hours ... 73,000
Estimated variable manufacturing overhead................. $3.49 per machine-hour
Estimated total fixed manufacturing overhead............. $838,770

Required:

Compute the company's predetermined overhead rate.

Estimated total manufacturing overhead = $838,770 + ($3.49 per machine-hour x
73,000 machine-hours) = $1,093,540

Predetermined overhead rate = Estimated total manufacturing overhead + Estimated
total amount of the allocation base = $1,093,540 + 73,000 machine-hours = $14.98

per machine-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing



123.  Wahr Corporation bases its predetermined overhead rate on the estimated labor-
hours for the upcoming year. At the beginning of the most recently completed
year, the company estimated the labor-hours for the upcoming year at 32,000
labor-hours. The estimated variable manufacturing overhead was $7.17 per labor-
hour and the estimated total fixed manufacturing overhead was $584,320. The

actual labor-hours for the year turned out to be 33,300 labor-hours.

Required:

Compute the company's predetermined overhead rate for the recently completed

year.

Estimated total manufacturing overhead = $584,320 + ($7.17 per machine-hour x
32,000 machine-hours) = $813,760

Predetermined overhead rate = Estimated total manufacturing overhead +
Estimated total amount of the allocation base = $813,760 + 32,000 machine-hours

= $25.43 per labor-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing



124 .Escatel Corporation bases its predetermined overhead rate on the estimated labor-
hours for the upcoming year. Data for the most recently completed year appear

below:

Estimates made at the beginning of the year:

Estimated labor-hours .........oooooooooeoeeeeeeeeeeee) 24.000
Estimated variable manufacturing overhead.............. $6.86 per labor-hour
Estimated total fixed manufacturing overhead ......... $394,560
Actual labor-hours for the year.....................ccocooee 24.500
Required:

Compute the company's predetermined overhead rate for the recently completed

year.

Estimated total manufacturing overhead = $394,560 + ($6.86 per labor-hour x
24,000 labor-hours) = $559,200

Predetermined overhead rate = Estimated total manufacturing overhead + Estimated
total amount of the allocation base = $559,200 + 24,000 labor-hours = $23.30 per

labor-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing



125.  Dobrinski Corporation bases its predetermined overhead rate on the estimated
labor-hours for the upcoming year. At the beginning of the most recently
completed year, the company estimated the labor-hours for the upcoming year at
13,000 labor-hours. The estimated variable manufacturing overhead was $2.35 per

labor-hour and the estimated total fixed manufacturing overhead was $156,130.

Required:

Compute the company's predetermined overhead rate.

Estimated total manufacturing overhead = $156,130 + ($2.35 per labor-hour x
13,000 labor-hours) = $186,680

Predetermined overhead rate = Estimated total manufacturing overhead =
Estimated total amount of the allocation base = $186,680 + 13,000 labor-hours =
$14.36 per labor-hour

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-07 Compute a predetermined overhead rate.

Topic: Job-Order Costing



126 The following accounts will be used in this problem:

A. Raw materials inventory
B. Accounts payable

C. Cost of goods sold

D. Work in process inventory

E. Manufacturing overhead

F. Wages and salaries expense

G. Accumulated depreciation
H. Depreciation expense

. Finished goods inventory

J. Wages and salaries payable

K. Prepaid insurance

L. Insurance expense

Required:

Enter identifying letters in the blanks below to indicate the accounts debited and

credited under a job-order costing system for each of the following summary

transactions:

Debit Credit

FER MO Qe o

Insurance expired on the factory building

Cost of goods sold is recorded

Materials are purchased on account

Direct labor cost is incurred

Cost of goods manufactured is recorded

Salaries are recorded for the sales staff

Depreciation is recorded on the factory building
Materials are placed into production

Manufacturing overhead assigned to units of product



AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement.
Topic: Job-Order Costing—The Flow of Costs

Topic: Schedules of Cost of Goods Manufactured and Cost of Good's Sola



127.  During June, Catlin Corporation purchased $76,000 of raw materials on credit to
add to its raw materials inventory. A total of $81,000 of raw materials was
requisitioned from the storeroom for use in production. These requisitioned raw

materials included $5,000 of indirect materials.

Required:

Prepare journal entries to record the purchase of materials and their use in

production.
Raw Materials .......coooooveeeeeee 76,000
Accounts Payable ............... 76,000
WOtk i1l PEOCESS ...oonossusssssssssn 76,000
Manufacturing Overhead .......... 5,000
Raw Materials ................. 81,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs



128. Glen Lake Corporation recorded the following transactions for the just completed

month:

a. $60,000 in raw materials were purchased on account.

b. $51,000 in raw materials were requisitioned for use in production. Of this
amount, $42,000 was for direct materials and the remainder was for indirect
materials.

c. Total labor wages of $92,000 were incurred and paid. Of this amount, $81,000
was for direct labor and the remainder was for indirect labor.

d. Additional manufacturing overhead cost of $155,000 were incurred. All were on

account.

Required:

Record the above transactions in journal entries.

a. Raw Materials Inventory 60,000
Accounts Payable 60,000

b.  Work in Process Inventory 42.000

Manufacturing Overhead 9,000
Raw Materials Inventory 51,000

c.  Work in Process Inventory 81,000

Manufacturing Overhead 11,000
Cash 92,000

d.  Manufacturing Overhead 155,000
Accounts Payable 155,000

AACSB: Analytic



AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs

129. During August, Allee Corporation incurred $64,000 of actual Manufacturing
Overhead costs. During the same period, the Manufacturing Overhead applied to

Work in Process was $66,000.

Required:

Prepare journal entries to record the incurrence of manufacturing overhead and

the application of manufacturing overhead to Work in Process.

Manufacturing Overhead .......... 64,000
Various aceotls . comemss 64,000
Work 1n Process........cccovvveeni... 66,000
Manufacturing Overhead ... 66,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-04 Understand the flow of costs in a job-order costing system and prepare appropriate journal entries tc
record costs.

Topic: Job-Order Costing—The Flow of Costs



130. The following cost data relate to the manufacturing activities of Newberry

Company during the just completed year:

Total actual manufacturing overhead costs incurred

(ineluding $15.000 of indirect aterials).....q. o $353,000
Purchases of raw materials (both direct and indirect)............. $250,000
Direct 1abor COSt.....oviiiiiiiiiiie e, $135,000
Inventories:

Raw materials., begIiinifg .. umsnmmmmsossammsis $10,000

Raw materials, ending..............ccooooiiiiiiiiiiiieiee, $15,000

Work 1n process, beginning .............cccocoeeveioiioiiiiiieee, $20,000

Work 1n process, ending .............cccoooevioiiiiiiiiiiiiiieee, $35,000

The company uses a predetermined overhead rate to apply manufacturing
overhead cost to production. The predetermined overhead rate for the year was
$15 per machine-hour. A total of 23,000 machine-hours were recorded for the

year.

Required:

a. Compute the amount of underapplied or overapplied manufacturing overhead
cost for the year.

b. Prepare a Schedule of Cost of Goods Manufactured for the year.

a.  Actual manufacturing overhead cost ............... $353,000
Applied manufacturing overhead cost.............. 345,000
Underapplied manufacturing overhead............. $8,000

b. Schedule of Cost of Goods Manufactured



Raw materials inventory, beginning...................... $10,000

Add: Purchases of raw materials ...................ooon... 250,000
Total raw materials available ..........................c.... 260,000
Deduct: Raw materials inventory, ending............... 15,000
Raw materials used in production ........................... 245,000
Less: indirect materialS...........oooovoeeiieeiiiiieeeee, 15,000
Direct materialS........coooeiieeoe e 230,000
DIrect 1abOr......oooiiiee e 135,000
Manufacturing overhead applied...............cccoeueee. 345,000
Total manufacturing costs.............coocoooriiiiinnnn. 710,000
Add: Beginning work in process inventory ............ 20,000

730,000
Deduct: Ending work in process inventory............. 35,000
Cost of goods manufactured .................ccocoooeenn. $695,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 2 Medium

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement
Learning Objective: 02-07 Compute underapplied or overapplied overhead cost and prepare the journal entry to close the balance in
Manufacturing Overhead to the appropriate accounts.

Topic: Job-Order Costing

Topic: Schedules of Cost of Goods Manufactured and Cost of Goods Sola

Topic: Underapplied and Overapplied Overheaa



131.

Job 434 was recen

cost sheet:

tly completed. The following data have been recorded on its job

Direct materialS...........ccooovevveiien. $45,000
Direct labor-hours.......................... 630 labor-hours
Direct 1abor Wage Tate ...ccosms e $13 per labor-hour

Machine-hours ....

........................... 390 machine-hours

Number of units completed........... 3,000 units

The company applies manufacturing overhead on the basis of machine-hours. The

predetermined overhead rate is $12 per machine-hour.

Required:

Compute the unit product cost that would appear on the job cost sheet for this

job.

Cost Summary

Direct materials ..

Direct labor $13 per DLH x 630 DLHS ........ocoooiiiienn.
Manufacturing overhead $12 per MH x 390 MHs.............

Total cost............
Unit product cost

$45,000
8,190
4,680

$57,870

$19.29

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremen
Blooms: Apply

Difficulty: 1 Easy

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.

Topic: Job-Order Costing



132.

Job 599 was recently completed. The following data have been recorded on its job

cost sheet:
Direct materialS..................ccccoo.... $40,610
Direct labor-hours........ccoovvvevvein.. 1,147 DLHs
Direct labor wage rate ................. $11 per DLH
Number of units completed........... 3,100 units

The company applies manufacturing overhead on the basis of direct labor-hours.

The predetermined overhead rate is $20 per direct labor-hour.

Required:

Compute the unit product cost that would appear on the job cost sheet for this

job.

Cost Summary

DIreCt MAtEIIAlS ..o $40,610
Direct labor $11 per DLH x 1,147 DLHS ........ccoooovoiiiiieeie. 12,617
Manufacturing overhead $20 per DLH x 1,147 DLHs............. 22,940
T OLAL COSE e $76,167
Unit product COSt.........oooiiiiiiiiieiieieceee e $24.57

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremem

Blooms: Apply

Difficulty: 7 Easy

Learning Objective: 02-02 Apply overhead cost to jobs using a predetermined overhead rate.
Topic: Job-Order Costing



133.Shapiro Corporation has provided the following data for the most recent month:

Raw materials, beginning balance ................c.coocooviiiiiiiiii $13,000
Work in process, beginning balance....................c.cocooooiiiiiiiiiie $29,000
Finished Goods, beginning balance..................ccoccoooiiiiiiiiiiiii $50,000
Transactions:
(1) Raw materials purchases.............cccooooiiiiiiiiiiiicccceeeee e $64,000
(2) Raw materials used in production (all direct materials).................... $69,000
(B) DIrect 1abOr ..o $57,000
(4) Manufacturing overhead costs incurred ................cocooiiiiiiiiii, $85,000
(5) Manufacturing overhead applied...............ccoccooiiiiiiiiiiiii $87,000
(6) Cost of units completed and transferred from Work in Process to
FINIShed GOOdS. .. oo e $216,000
(7) Any overapplied or underapplied manufacturing overhead is closed
to Cost 0of Goods Sold........oooiiiiiiii 2
(8) Finished goods are sold..............o.oooiiiiiiiee $262,000
Required:

Prepare T-accounts for Raw Materials, Work in Process, Finished Goods,
Manufacturing Overhead, and Cost of Goods Sold. Record the beginning balances

and each of the transactions listed above. Finally, determine the ending balances.



Raw Materials

Beginning balance 13,000 | (2) Direct materials 69,000
(1) Raw materials purchases 64,000
Ending balance 8,000
Work in Process
Beginning balance 29,000 | (6) Transfer to FG 216,000
(2) Direct materials 69,000
(3) Direct labor 57,000
(5) Manufacturing overhead
applied 87,000
Ending balance 26,000
Finished Goods
Beginning balance 50,000 | (8) Cost of goods sold 262,000
(6) Transfer from WIP 216,000
Ending balance 4,000
Manufacturing Overhead
(4) Manufacturing overhead (5) Manufacturing overhead
incurred 85,000 applied 87,000
(7) Manfacturing overhead
overapplied 2,000
Cost of Goods Sold
(7) Manufacturing overhead
(8) Cost of goods sold 262,000 overapplied 2,000
260,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measurement

Blooms: Apply
Difficulty: 2 Mediurm

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



134 Goodenough Inc. has provided the following data for August:

Raw materials, beginning balance................ $14,000
Work 1n process, beginning balance............ $38,000
Finished Goods, beginning balance............. $43,000
Transactions:
(1) Raw materials purchases .................ccoocooioiiiiiiiiiceeee $80,000
(2) Raw materials used in production (all direct materials) ............ $79,000
(B) Direct 1abor........ooooiiiiii $61,000
(4) Manufacturing overhead costs incurred................ocoocoeiiiinn $74,000
(5) Mantlachififig OVerhead APPlISE. . .ommessissmmmsamsmssnminssninmmsussses $84,000
(6) Cost of units completed and transferred from Work in Process

t0 FINIShed GOOdS ....oooiieeeeeeee e $236,000
(7) Any overapplied or underapplied manufacturing overhead is

closed to Cost of Goods Sold..........cooiiiiiiiii ?
(8) Fitiuslicd oo6ds 88 $B18 cuecommnmmsamemmmamssmrsmmm s $251,000

Required:

Prepare T-accounts for Raw Materials, Work in Process, Finished Goods, and
Manufacturing Overhead, and Cost of Goods Sold. Record the beginning balances

and each of the transactions listed above. Finally, determine the ending balances.



Raw Materials

Beginning balance 14,000 | (2) Direct materials 79,000
(1) Raw materials purchases 80,000
Ending balance 15,000
Work in Process
Beginning balance 38,000 | (6) Transfer to FG 236,000
(2) Direct materials 79,000
(3) Direct labor 61,000
(5) Manufacturing overhead
applied 84,000
Ending balance 26,000
Finished Goods
Beginning balance 43,000 | (8) Cost of goods sold 251,000
(6) Transfer from WIP 236,000
Ending balance 28,000
Manufacturing Overhead
(4) Manufacturing overhead (5) Manufacturing overhead
incurred 74,000 applied 84,000
(7) Overapplied manufacturing
overhead 10,000
Cost of Goods Sold
(7) Manufacturing overhead
(8) Cost of goods sold 251,000 overapplied 10,000
241,000

AACSB: Analytic

AICPA BB: Critical Thinking
AICPA FN: Measuremen
Blooms: Apply

Difficulty: 2 Mediurm

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



135.During September, Paliotta Corporation recorded the following:

Raw materials, beginning balance................ $10,000
Work in process, beginning balance............ $36,000
Finished Goods, beginning balance............. $45,000
Transactions:
(1) Raw materials purchases ..............ccoccooiiiiiiiiiice $86,000
(2) Raw materials used in production (all direct materials) ................. $89,000
(3) Diarect 1abOr ..o $84,000
(4) Manufacturing overhead costs incurred...................cc.coooooiieine.. $62,000
(5) Manufacturing overhead applied..............cccocoiiiiiiiiiii $86,000
(6) Cost of units completed and transferred from Work in Process to

Finished Goods ....oooooiiii $276,000
(7) Any overapplied or underapplied manufacturing overhead is

closed to Cost of Goods Sold..........cccoooviiiiiiiiiii ?
(8) Fimished 966d8 81 $0ld ..o s $302,000

Required:

Prepare T-accounts for Raw Materials, Work in Process, Finished Goods, and
Manufacturing Overhead, and Cost of Goods Sold. Record the beginning balances

and each of the transactions listed above. Finally, determine the ending balances.



Raw Materials

Beginning balance

10,000

(1) Raw materials purchases 86,000 | (2) Direct materials 89,000
Ending balance 7,000
Work in Process
Beginning balance 36,000
(2) Direct materials 89,000
(3) Direct labor 84,000
(5) Manufacturing overhead
applied 86,000 | (6) Transfer to FG 276,000
Ending balance 19,000
Finished Goods
Beginning balance 45,000
(6) Transfer from WIP 276,000 | (8) Cost of goods sold 302,000
Ending balance 19,000
Manufacturing Overhead
(4) Manufacturing overhead (5) Manufacturing overhead
incurred 62,000 applied 86,000
(7) Overapplied manufacturing
overhead 24,000
Cost of Goods Sold
(7) Manufacturing overhead
(8) Cost of goods sold 302,000 overapplied 24,000
278,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measurement

Blooms: Apply
Difficulty: 2 Mediur;

Learning Objective: 02-05 Use T-accounts to show the flow of costs in a job-order costing system.

Topic: Job-Order Costing—The Flow of Costs



136. Hirschman Corporation has provided the following data for the month of April:

Inventories:

Raw materials.............
Work in process .........
Finished goods ...........

Additional information:

Beginning Ending
$21,000 $35,000
$17,000 $19,000
$46,000 $38,000

Raw materials purchases ............cocooooiiiiiiiiicc e
Direct 1abor COSE.......iiiiiiiiiii i

Manufacturing overhead cost incurred
Indirect materials included in manufacturing overhead cost incurred
Manufacturing overhead cost applied to Work in Process

Required:

$76,000
$81,000
$42,000

$6,000
$44,000

Prepare a Schedule of Cost of Goods Manufactured and a Schedule of Cost of

Goods Sold in good form.

Cost of Goods Manufactured
Direct materials

Beginning materials inventory ..

Add: Purchases of taw materialS...........oooiooioiioiieeeeeee e

Raw materials available for use

Deduct: Ending raw materials iInVeNtory ............cocoooooiiiiiiiiiiiiieeeeca
Raw materials used-in:production: s
Less indirect materials included in manufacturing overhead incurred............

Direct labor..........cooovviiiiiiii

Manufacturing overhead applied to Work in Process...........cccocovvvveieeieceennnn.

Total manufacturing costs.............

Add: Beginning work in process IVENtOIY .............ccocooiiriieiaiiiieie e

Deduct: Ending-work: in process INVentoryi:mssmsmmsmnmnmssmssmsmos

Cost of goods manufactured .........

$21,000
76,000

97,000

35,000

62,000
6,000

$56,000
81,000

44,000

181,000
17,000

198,000

19,000

$179,000
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Cost of Goods Sold

Beginning finished goods inventory.................... $46,000
Add: Cost of goods manufactured....................... 179,000
Gost of goods available Tof §ale.. ..o 225,000
Deduct: Ending finished goods inventory............ 38,000
Unadjusted cost of g00ds 801d ..umssemmessusmmsussssns 187,000
Deduct: Overapplied manufacturing overhead.... 2,000
Adjusted cost of goods sold.............ooooiiiiiinn. $185,000

AACSB: Analytic

AICPA BB: Critical Thinking

AICPA FN: Measuremen

Blooms: Apply

Difficulty: 2 Mediur;

Learning Objective: 02-06 Prepare schedules of cost of goods manufactured and cost of goods sold and an income statement

Topic: Schedules of Cost of Good's Manufactured and Cost of Goods Sola

Full all chaptersinstant download please go to Solutions Manual, Test Bank site: downloadlink.org
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