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Chapter One

Definition of Cost Accounting:
Cost Accounting: Accounting for cost is known as a Cost Accounting.

+65 &, lie 45> COSTACCOUNING 5 (5.5 0 s 5 05l glgaglan s B a0 2 p5S drulone i

Classification of Cost:

VR
Cost
Direct Cost Indirect Cost
N N
e 7 N\ e 7 N\
Direct Labor Indirect Labor

) ) g
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Direct Material Indirect Material

) g ) g

e Direct Cost: A cost which can be easily traced into a product is called Direct Cost.
.3 &, le axs Direct Costos.ﬁém;ojmoﬂgwg%;gjsﬁg@ﬁjsgé)mm
o Direct Labor: A labor which is directly involved in the production of a product is called Direct
Labor.
- S5 JrgDirect Labor s so Jslas paSgaadinedy Sodegay > pes jeododin
o Direct Material: Materials which can be easily traced in full into a product is called Direct
Material.
.3 &, le a2 Direct Material S ehsYaS ojlailopu Slulay Sudsi s gﬁﬁgolym
e Indirect Cost: A cost which cannot be easily traced into a product is called Indirect Cost or Factory
Overhead (FOH).
.85 le ass Indirect Cost o & gVauS o3l Lidopw Slulay Sodei gy > 0553 pasdin
o Indirect Labor: A labor which is not directly involved in the production of a product is called
Indirect Labor.
S5 Jrglndirect Labor &5 so 15145 as ) aF g5 daiitun 4y S Og5 4y 2 poT je0dedin
o Indirect Material: Materials which cannot be easily traced in full into a product is called
Indirect Material.
.60 & e azs Indirect Material o gYous olas! 25 oy Sl (FTodgi g4y 7 psTdlgedin
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Types of Cost:
1. Opportunity Cost: The benefits which are sacrificed in favor of alternative decision is called
Opportunity Cost.

£§S§5AJE)3@Y¢3f)3uYogSQmJ.:éisydsg?jo#.ae.éli)l”)lfgjolfuﬁoﬁw
S5 J29Opportunity Cost

03 (rendl 48D o SS9 455, 0,55 (7 (5,198 sl o akbg o3z se Al ol gz s S g ¢ Jgo 4y JUeo
(55 e g e 4B lgzes o ASladibbg a5, (3 57 Fo)l s

2. Sunk Cost: Cost which has already incurred and cannot be changed with the change in decision is
called Sunk Cost.

(P (K T 0 g gl puis g Liand o ol o9 el (sl b g, 4 905 o7 095 B panain
Geod &5 (5,1l (60 ATV (6 5 55 o 1555 a5 03 gl (6 )Ly )T 4y (oIl ey (oS 0 )l 0 (7 b5 Jgo g JLo
S8
3. Product Cost: Cost which incurs on production of goods or services is called Product Cost.
-5 J2gProduct Costas;a@éljd,m‘n,sgﬁ‘_;.\sle A7 4y gilens 0 gl il o
oSl gVl (rtlo 53 S0 )15 ¢ g0l50 0l 0 (G5l (503 98 99hiaT o3 92 4y Slgepls g alS ( Joo 4y JUo o
(Flhdlas e gdlosla%l;ﬁl%fo
4. Period Cost: Cost other than the product cost is called Period Cost.
S5 JagPeriod COSt 45 gloi (538 (5925 0y 3 B )Lan 0 5095 595 (S3Ly ;L:ng‘x‘\iﬁs?os)bﬁprOdUCt Cost s
casds FyB)lanc o2 sk 5 (7 (S )m e, 4 M B a5 & (sl 5 ez 5T g (o alS gy JLeo
d)LAA)y g;“‘"‘)ﬁ‘di‘)sf"'\'etfo‘“:’)5?“""‘)3“35"“3%;333“)‘)‘9&&
5. Historical Cost: Cost which incurs on the day of transaction is known as Historical Cost.
Historical awé,wfgﬁ&s,awloﬁ%gxb @,@ano,w;damgz)lqﬁ,ﬂ@ds
S5 JrgCost
4 S8 orile afdd am e g a4 gl oty (05,00 0 o)l ST (rndle (65 0 g0 o Jgv gy JLe o
NPT R O g
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6. Standard Cost: The predetermined cost of a product is called Standard Cost.
S5 JrgStandard COStas am (5.0 JSG B pan SraST pgS 0,14 8 323 7 (S0 a5 gauT sl s g g2 0
Voo (S eastiggs Sl gaest g )las s b (SSw 00,k 3600 pge gl 99ude ST Sex e Jed 4y Jlo o

S5 29, V0 Sran sl F g9,V Brae S a0, Eees)
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7. Variable Cost: Cost which changes with the change in level of production is called Variable Cost.
S a5 0y glingl 1235 5 0315143 Ual5 3 o7 9T B e di
S SV F AT F 00,00 s Brac s 9ends SU(Ssx S0 pee alS (oo oo
WSV b pan gy S ady Sl
8. Fixed Cost: Cost which does not change with the change in level of production is called Fixed
Cost.

SpsS 235 450 pos glitangl 25 S 0314y A5 0 7 058 By i
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9. Step Fixed Cost: Cost which is fixed up to specific range of production and then changes is called
Step Fixed Cost.

(o) (55 35 diug yg a5 503l 5 (551031 (32 3 ol (59 b (5550 (55T PlB 52 ST W9 S (3 poT B pandin
oD Sl & g 9 5 0 o
Voot 3 7 poS S99 N 0ot (590 9l gy il S 4 o)L sty 0 595 g ge 4T Joo 4y JUo o
OISO+ 5 Atugyg g a2 (il 45 53 (69,029, T+ S 555 (599 5l (595 <ulisT o L il S
Pl 9= 5699,V 0 (2@ alS (F 80D, 55 Vg 595 9,90 (ST g 56 S i
g S g o)
10. Semi Variable Cost: Cost which is partly fixed and then variable is called Semi Variable Cost.
A ui5 0 ol Ay (K a5 Atug g a5 (50 0 gl (g9 Cull (59 00> (1S 52 T g O (7 pgS S pas din
r o (L g9y T (gwlded A g
S9F AT 5l 555 Bracdias & b hos S pseslesisd S LS G 6 i paeas Joey Jleo
1595, B pan Blolay 509 Dhja 60545 95 (65555 1, VO 4 (il
11. Implicit Cost: Cost which we do not physically pay.
1995 #1014 4555 0384y pige (7 pgT B paedin
Sal)S 555 4203 4S5 g 595 LB pan ol (289 25922 595 22 0 0,l ST 0 A pge (FalS g 4y Jleo
1995 sl )5 5 590 S gelleninlo,l) SIS (0 2 p9e 95 s9.q9) ) 00 Holes
12. Explicit Cost: Cost which we physically pay.
995 #0455 (38, yiga (7 pgS B paedin
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1995 slol (2 S g4y SS9 (3 pgS gy

Composed By: Hazratullah Ihsas Arab Page 5 of 46



(c) ketabton.com: The Digital Library

Add:

Less:

Add:

Add:

Add:

Less:

Add:

Less:

Chapter Two

Cost of Goods Sold (C.G.S) Statement

Mohammad Usman Manufacturing Company
Cost of Goods Sold Statement

For The Period Ended

Raw Material (Opening Inventory)
Net Purchases

Purchases

Receiving and Handling Cost
Discount Received

Purchases Return

Raw Material Available for Use
Raw Material (Closing Inventory)
Raw Material Consumed

Direct Labor

Prime/Primary Cost

Factory Overhead Cost (FOH)
Total Manufacturing Cost

Work in Process (Opening Inventory)
Cost of Goods to be Manufactured
Work in Process (Closing Inventory)
Cost of Goods Manufactured
Finished Goods (Opening Inventory)
Cost of Goods Available for Sale
Finished Goods (Closing Inventory)
Cost of Goods Sold (C.G.S)

50,000.00
10,000.00

(5,000.00)
(5,000.00)

10,000.00

50,000.00

60,000.00
(20,000.00)

40,000.00
10,000.00

50,000.00
20,000.00

70,000.00
20,000.00

90,000.00
(10,000.00)

80,000.00
10,000.00

90,000.00
(20,000.00)

70,000.00

Composed By: Hazratullah Ihsas Arab
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Question 2, Page 31:

Manufacturing costs; cost of goods manufactured; cost of goods sold. The December 31, 19B trail

balance of the Balkwell Company showed:

Sales ..ooviiiii 4,000,500.00 Sales returns and allowances . 25,200.00
Purchases (net) ................ 2,400,000.00 Transportation in ................ 32,000.00
Directlabor ..................... 3,204,000.00 Factory overhead ............... 1,885,600.00
Sales salaries ................... 200,000.00 Advertising expenses .......... 155,000.00
Delivery expenses .............. 65,000.00
Inventories Dec 31, 19B Dec 31, 19A
Finished goods .................. 467,400.00 620,000.00
Work in process ................ 136,800.00 129,800.00
Materials ........................ 196,000.00 176,000.00
Required
1. Total manufacturing cost
2. Cost of goods manufactured
3. Cost of goods sold
Balkwell Company
Cost of Goods Sold Statement
For the period ended: Dec 31, 19B
Raw materials (opening inventory) 176,000.00
Add: Net purchases
Purchases 2,400,000.00
+ Transportation in 32,000.00 2,432,000.00
Raw material available for use 2,608,000.00
Less: Raw materials (closing inventory) (196,000.00)
Raw materials consumed 2,412,000.00
Add: Direct labor 3,204,000.00
Prime cost 5,616,000.00
Add: Factory overhead cost 1,885,600.00
Total manufacturing cost 7,501,600.00
Add: Work in process (opening inventory) 129,800.00
Cost of goods to be manufactured 7,631,400.00
Less: Work in process (closing inventory) (136,800.00)
Cost of goods manufactured 7,494,600.00
Add: Finished goods (opening inventory) 620,000.00
Cost of goods available for sale 8,114,600.00
Less: Finished goods (closing inventory) (467,400.00)
Cost of goods sold 7,647,200.00

Composed By: Hazratullah Ihsas Arab
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Question 3, Page 31:

Cost of goods sold statement; income statement. The accounting department of the Ruthven
Company provided the following data for May: sales, 72,000; marketing expenses, 5%;
administrative expenses, 1%; other expenses, 0.5% of all sales; purchases, 36,000; factory overhead,

2/, of direct labor, direct labor, 15,000.

Beginning inventories

Finished goods ...,
WOrk in proCess ....oovveriieneeeiiiaeeeeiiannennn,
Materials .......ouuuiii

Ending inventories

Finished goods ...........coiiiiiiiiiiiii i
WOrk in proCess ....ooveeeiiiereeiiiieeeeeiianneann.
Materials .........cooiiiiiiiii e

Required:
1. Cost of goods sold statement
2. Income statement

Ruthven Company
Cost of Goods Sold Statement
For the period ended: May 31,

7,000
8,000
8,000

10,200
15,000
8,500

Raw materials (opening inventory)
Add: Net purchases
Raw material available for use
Less: Raw materials (closing inventory)
Raw materials consumed
Add: Direct labor
Prime cost
Add: Factory overhead cost
Total manufacturing cost
Add: Work in process (opening inventory)
Cost of goods to be manufactured
Less: Work in process (closing inventory)
Cost of goods manufactured
Add: Finished goods (opening inventory)
Cost of goods available for sale
Less: Finished goods (closing inventory)
Cost of goods sold

8,000.00
36,000.00

44,000.00
(8,500.00)

35,500.00
15,000.00

50,500.00
10,000.00

60,500.00
8,000.00

68,500.00
(15,000.00)

53,500.00
7,000.00

60,500.00
(10,200.00)

50,300.00

Composed By: Hazratullah Ihsas Arab
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Ruthven Company
Income Statement
For the period ended: May 31,

Sales 72,000.00
Less: Cost of goods sold (50,300.00)

Gross income 21,700.00
Less: Operative expenses

Marketing expenses 3,600.00

Administrative expenses 720.00

Other expenses 360.00 (4,680.00)

Net income 17,020.00

Question 5, Page 32:
Income statement; profit percentage. The Shellkoff Company submits the following information
on December 31, 19--:

Sales for the year ......ooooiiiiiiiii i 314,000
Inventories at the beginning of the year:
Finished g00dS ........ccoiiiiiiiiii e 5,900
WOTK IN PrOCESS .. evvvtiiieeeeee e e e e e e eeeeeeennnnaaaaaaaanns, 4,600
Materials ... 3,800
Purchases of materials for the year ......................ooooiiiiil. 140,000
Direct [abor ... 67,350

Factory overhead: 50% of labor cost
Inventories at the end of the year:

Finished go0ds .........iiiiiiii 9,270

WOTK N PrOCESS vttt teiiie e et iie e iiee e iaaeeaen, 6,200

MaAterials ...ttt 4,300
Other expenses for the year:

Marketing @XPenSES ...vvuuneeriiiieeeeiiiaeeeeiiaeeeeiannns 23,115

AdminiStrative ©XPenSEeS ....vvuvrrrrrrriiiiiaaeeeeeeeereeeeennnns 17,650
Required:

1. An income statement for the year ended December 31, 19--
2. The percentage of income to sales, before income tax

Composed By: Hazratullah Ihsas Arab Page 9 of 46
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Add:

Less:

Add:

Add:

Add:

Less:

Add:

Less:

Less:

Less:

Shellkoff Company
Cost of Goods Sold Statement
For the period ended: Dec 31, 19--

Raw materials (opening inventory) 3,800.00
Net purchases 140,000.00
Raw material available for use 143,800.00
Raw materials (closing inventory) (4,300.00)
Raw materials consumed 139,500.00
Direct labor 67,350.00
Prime cost 206,850.00
Factory overhead cost 33,675.00
Total manufacturing cost 240,525.00
Work in process (opening inventory) 4,600.00
Cost of goods to be manufactured 245,125.00
Work in process (closing inventory) (6,200.00)
Cost of goods manufactured 238,925.00
Finished goods (opening inventory) 5,900.00
Cost of goods available for sale 244,825.00
Finished goods (closing inventory) (9,270.00)
Cost of goods sold 235,555.00
Shellkoff Company
Income Statement
For the period ended: Dec 31, 19--

Sales 314,000.00
Cost of goods sold (235,555.00)
Gross income 78,445.00
Operative expenses

Marketing expenses 23,115.00

Administrative expenses 17,650.00 (40,765.00)
Net income 37,680.00

Percentage of Income to Sales = Net Income x 100
Sales
37,680.00 x 100
314,000.00

12%

Composed By: Hazratullah Ihsas Arab
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Question 6, Page 32:
Cost of goods sold statement. The following data are provided by the controller of the Metaxen

Corporation.

Cash ..o 240,000
Accounts receivable ... 348,000
Inventories Jan1l
Finished goods 44,200
Work in process 29,800
Materials 88,000
Materials purchased ...........ccoooiiiiiiiiiiiiiL. 366,000
Sales discount ...........iiiiiiiii i, 8,000
Factory overhead (excluding depreciation) .............. 468,400
Marketing and administrative expenses (excluding
depreciation) ..........ooiiiiiiiiii e, 344,200
Depreciation (90% manufacturing, 10% marketing
and administrative €Xpenses) .........ueeeeerruniaaeennnns 116,000
SaleS 1,844,000
Direct labor ... 523,600
Freight on materials purchased ........................... 6,600
Rentalincome ...t 64,000
Interest on bonds payable ..................oooiiiiiial. 16,000
Required:

Cost of goods sold statement

Dec 31
66,000
38,800
64,000

Composed By: Hazratullah Ihsas Arab
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Add:

Less:

Add:

Add:

+

Add:

Less:

Add:

Less:

Less:

Less:

Add:

Metaxen Company
Cost of Goods Sold Statement
For the period ended: Dec 31, 19--

Raw materials (opening inventory)
Net purchases

Materials purchased

Freight on materials purchased
Raw material available for use
Raw materials (closing inventory)
Raw materials consumed

Direct labor

Prime cost

Factory overhead cost

Factory overhead

Depreciation (116000*90%)

Total manufacturing cost

Work in process (opening inventory)
Cost of goods to be manufactured
Work in process (closing inventory)
Cost of goods manufactured
Finished goods (opening inventory)
Cost of goods available for sale
Finished goods (closing inventory)
Cost of goods sold

366,000.00
6,600.00

88,000.00

372,600.00

468,400.00
104,400.00

Metaxen Company
Income Statement
For the period ended: Dec 31, 19--

460,600.00
(64,000.00)

396,600.00
523,600.00

920,200.00

572,800.00

1,493,000.00
29,800.00

1,522,800.00
(38,800.00)

1,484,000.00
44,200.00

1,528,200.00
(66,000.00)

1,462,200.00

Sales

Sales discount

Net sales

Cost of goods sold

Gross income

Operative expenses
Depreciation (116000*10%)
Marketing & administrative expenses
Interest on bonds payable
Operative income

Other income

Rental income

Net income

1,844,000.00
(8,000.00)

11,600.00
344,200.00
16,000.00

1,836,000.00
(1,462,200.00)

373,800.00

(371,800.00)

2,000.00

64,000.00

66,000.00

Composed By: Hazratullah Ihsas Arab
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Question 4, Page 32:
Income Statement. Crowley, Inc., submits the following data for September:

Direct labor cost, 30,000.
Cost of goods sold, 111,000.
Factory overhead is applied at the rate of 150% of direct labor cost.

Inventory accounts showed these beginning and ending balances:
September 1 September 30

Finished goods ..............coiiiiiiiiii.L. 15,000.00 17,500.00

WOrk in proCess .....oeveeeeeeeeeeeeneennnnnnns 9,600.00 13,000.00

Materials .......oovviiiiiiiiii e 7,000.00 7,400.00
Other data:

Marketing eXpenses ...........ceeeeeeeenennn. 14,100.00

General and administrative expenses ....... 22,900.00

Sales for the month ........................... 182,000.00

Required: An income statement with schedule showing cost of goods manufactured and sold.

Composed By: Hazratullah Ihsas Arab
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Add:

Less:

Add:

Add:

Add:

Less:

Add:

Less:

Crowley, Inc.

Cost of Goods Sold Statement
For the period ended: Sep 30, 19--

Raw materials (opening inventory)
Net purchases

Raw material available for use
Raw materials (closing inventory)
Raw materials consumed

Direct labor

Prime cost

Factory overhead cost

Total manufacturing cost

Work in process (opening inventory)
Cost of goods to be manufactured
Work in process (closing inventory)
Cost of goods manufactured
Finished goods (opening inventory)
Cost of goods available for sale
Finished goods (closing inventory)
Cost of goods sold

Formula for reverse method:
Cost of goods available for sale - Finished goods (closing inventory) = C.G.S.
Cost of goods available for sale = C.G.S. + Finished goods (closing inventory)
Cost of goods available for sale = 111000 + 17500

Cost of goods available for sale = 128500

Short method for reverse method:

Add:

Unknown figure

Known figure

Known figure

Less Unknown figure

Add:

Known figure

Known figure

Known figure

Unknown figure

Known figure

Known figure

Less Unknown figure

Known figure

7,000.00
42,300.00

49,300.00
7,400.00

41,900.00
30,000.00

71,900.00
45,000.00

116,900.00
9,600.00

126,500.00
13,000.00

113,500.00
15,000.00

128,500.00
17,500.00

111,000.00

54 oswéw%gﬁdf
polas o)l oloSlany s sae polasls
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Crowley, In.
Income Statement
For the period ended: Sep 30, 19--

Sales 182,000.00
Less: Cost of goods sold (111,000.00)

Gross income 71,000.00
Less: Operative expenses

Marketing expenses 14,100.00

General and administrative expenses 22,900.00 (37,000.00)

Net income 34,000.00

Question 7, Page 33:
Cost of goods sold statement. The following data relate to the Brockway Corporation:

Inventories
Ending Beginning
Finished goods .........c.cooiiiiiiiiiiiiiii i 95,000.00 110,000.00
WOTK I PrOCESS ..vvuiieeeeeeeeeeeeeeeeiiaiaaaaaanns, 80,000.00 70,000.00
Direct materials ........oouieiiiini s 95,000.00 90,000.00
Costs incurred during the period:
Costs of goods available for sale ...l 684,000.00
Total ManuUfaCtUring COSE ... .uuuniiereee ettt ettt iiiaaeaaaeeeaann, 584,000.00
Factory overhead ... e 167,000.00
Direct materials used ............ooiiiiiiiiiiiiiiii e 193,000.00
Required: Cost of goods sold statement.
Brockway Corporation
Cost of Goods Sold Statement
For the period ended: Dec 31, 19--

Raw materials (opening inventory) 90,000.00

Add: Net purchases 198,000.00

Raw material available for use 288,000.00

Less: Raw materials (closing inventory) 95,000.00

Raw materials consumed 193,000.00

Add: Direct labor 224,000.00

Prime cost 417,000.00

Add: Factory overhead cost 167,000.00

Total manufacturing cost 584,000.00

Add: Work in process (opening inventory) 70,000.00

Cost of goods to be manufactured 654,000.00

Less: Work in process (closing inventory) 80,000.00

Cost of goods manufactured 574,000.00

Add: Finished goods (opening inventory) 110,000.00

Cost of goods available for sale 684,000.00

Less: Finished goods (closing inventory) 95,000.00

Cost of goods sold 589,000.00

Composed By: Hazratullah Ihsas Arab
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Question 8, Page 33:
Cost of goods sold statement; unit cost. The records of Reinecke, Inc., show the following
information as of March 31, 19B:

Materials used ...ttt 440,000.00
Direct 1abor ....oooi e 290,000.00
Indirect 1abor ...... ... o i 46,000.00
Light and power ..o 4,260.00
Depreciation .......oeeeeeeeeeiieiiei e, 4,700.00
Repairs tomachinery ..............coooiiiiiiiiiiiiin .. 5,800.00
Miscellaneous factory overhead ......................ooeel, 29,000.00
Work in process inventory, April 1, 19A .................... 41,200.00
Finished goods inventory, April 1, 19A ...................... 34,300.00
Work in process inventory, March 31, 19B ................. 42,500.00
Finished goods inventory, March 31, 19B ................... 31,500.00

During the year, 18,000 units were completed.

Required:
(1) A cost of goods sold statement for the year ended March 31, 19B.
(2) The unit cost of goods manufactured.

Raw materials consumed 440,000.00
Add: Direct labor 290,000.00

Prime cost 730,000.00
Add: Factory overhead cost

Indirect labor 46,000.00

Light and power 4,260.00

Depreciation 4,700.00

Repairs to machinery 5,800.00

Miscellaneous factory overhead 29,000.00 89,760.00

Total manufacturing cost 819,760.00
Add: Work in process (opening inventory) 41,200.00

Cost of goods to be manufactured 860,960.00
Less: Work in process (closing inventory) (42,500.00)

Cost of goods manufactured 818,460.00
Add: Finished goods (opening inventory) 34,300.00

Cost of goods available for sale 852,760.00
Less: Finished goods (closing inventory) (31,500.00)

Cost of goods sold 821,260.00

(3) The amount of over or underapplied factory overhead if the
company applies factory overhead on the basis of 30% of direct

labor cost.

Reinecke, Inc.,

Cost of Goods Sold Statement
For the period ended: March 31, 19B

Composed By: Hazratullah Ihsas Arab
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Requirement 2:

Cost of goods manufactured _ _818,460.00

Requirement 3:

Unit Cost = -
Units manufactured 18,000.00
Under or over applied FoH
Applied FoH (290000x30%) 87,000.00
Less: Actual FoH (89,760.00)
Under applied FoH (2,760.00)

Question 12, Page 34:

Income statement; cost and profit ratios. The records of the Yukon Refrigerator Company show
the following information for the three months ended March 31, 19--:

Materials purchased..............coooiiiiiiiiiiii i 1,946,700.00
Inventories, January 1, 19--:

Finished goods (100 refrigerators) ......................... 43,000.00

Materials .....ooiiii e 268,000.00
Direct 1abor . ... 2,125,800.00
Factory overhead (40% variable) ..................cooena.. 764,000.00
Marketing expenses (all fixed) ...........cc..oiiiiiii. 516,000.00
General and administrative expenses (all fixed) ............ 461,000.00
Sales (12,400 refrigerators) ........ooveeiiieneeeeininnnennnnn. 6,634,000.00
Inventories, March 31, 19--:

No unfinished work on hand.

Finished goods (200 refrigerators), costed at 395 each.

Materials ......ovuuiiiiiii e 167,000.00

Required:

(1) Anincome statement for the period.

(2) The number of units manufactured.

(3) The unit cost of refrigerators manufactured.
(4) The gross profit per unit sold.

(5) The income per unit sold.

(6) The ratio of gross profit to sales.

(7) The income to sales percentage.

(8) The break-even point in sales dollars.
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Yukon Refrigerator Company
Cost of Goods Sold Statement
For the period ended: March 31, 19--

Raw materials (opening inventory) 268,000.00
Add: Net purchases 1,946,700.00
Raw material available for use 2,214,700.00
Less: Raw materials (closing inventory) (167,000.00)
Raw materials consumed 2,047,700.00
Add: Direct labor 2,125,800.00
Prime cost 4,173,500.00
Add: Factory overhead cost 764,000.00
Total manufacturing cost/Cost of goods manufactured 4,937,500.00
Add: Finished goods (opening inventory) 43,000.00
Cost of goods available for sale 4,980,500.00
Less: Finished goods (closing inventory) (200*395) (79,000.00)
Cost of goods sold 4,901,500.00

Yukon Refrigerator Company
Income Statement
For the period ended: March 31, 19--

Sales 6,634,000.00
Less: Cost of goods sold (4,901,500.00)

Gross income 1,732,500.00
Less: Operative expenses

Marketing expenses 516,000.00

General and administrative expenses 461,000.00 (977,000.00)

Net income 755,500.00

Requirement 2:
Number of units manufactured

Units sold 12,400.00

+ Finished goods (closing units) 200.00
12,600.00

- Finished goods (opening units) (100.00)
Units manufactured 12,500.00

Requirement 3:

Unit Cost = Cost of goods manufactured _  4,937,500.00

= 395.00 per unit

Units manufactured B 12,500.00
Requirement 4:
Gross profit per unit sold = Gros_s profit _ _L1.7382,500.00 _ 139.72 per unit
Units sold 12,400.00
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Requirement 5:

Net income per unit sold = Ne'_[ profit 75550000 _ 60.93 per unit
Units sold 12,400.00
Requirement 6:
Ratio of gross profit to sales = Gross profit X 100 = 1,732,500.00 X 100 = 26.12 %
Sales 6,634,000.00
Requirement 7:
Net income to sales percentage = Net income X 100 = 755,500.00
Sales 6,634,000.00
Requirement 8:
Total fixed costs Total variable costs
Marketing expenses (all fixed) 516,000.00 |Raw materials consumed 2,047,700.00
General & administrative expenses
(all fixed) 461,000.00 |Direct labor 2,125,800.00
Factory overhead (764000*60%) 458,400.00 |Factory overhead (40% variable) 305,600.00
1,435,400.00 4,479,100.00
Break-even point = F'X?d Costs 1,435,400.00 = 4,430,246.91
1 - Variable / Sales 1-4,479,100.00/6,634,000.00
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Chapter Three

Cost, Concept, Uses and Classification

Formulas:

1. Prime Cost = Direct Material!  + Direct Labor

2. Conversion Cost = Direct Labor + Factory Overhead Cost

3. Cost to Produce? = Direct Material + Direct Labor + FoH? Cost
4. Bid Price* = Cost + Profit®

Question 4, Page 58:

Bid calculations. The Shepard Company is to submit a bid on the production of 10000 ceramic salad
bowls. It is estimated that the cost of materials will be 7500 and direct labor, 10100. Factory overhead
is applied at 5 per direct labor hour in the Molding Department and at 120% of the direct labor cost
in the Finishing Department. It is estimated that 800 direct labor hours will be required in Molding
and that direct labor cost in Finishing will be 4300. The company wishes a bid price consisting of a
markup of 40% of its total production costs.

Required:
(1) Estimated cost to produce.
(2) Estimated prime cost.
(3) Estimated conversion cost.
(4) Bid price.

Solution:

Requirement 1:
Estimated cost to produce

Direct material 7,500.00
Direct labor 10,100.00
Factory overhead

Molding Dept. (800*5) 4,000.00

Finishing Dept. (4300*120%) 5,160.00 9,160.00
Estimated cost to produce 26,760.00

L1t is also called, Raw material consumed.

2 1t is also called, Total production or Total manufacturing cost.
3 1t is also called, Factory overhead.

41t is also called, Sales price.

St is also called, Mark-up.
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Requirement 2:
Estimated prime cost

Direct material 7,500.00
Direct labor 10,100.00
Estimated prime cost 17,600.00

Requirement 3:
Estimated conversion cost

Direct labor 10,100.00
Factory overhead cost 9,160.00
Estimated conversion cost 19,260.00

Requirement 4:

Bid price
Cost 26,760.00
Profit (26760*40%) 10,704.00
Estimated bid price 37,464.00

Question 6, page 59:
Cost computations. On October 1, the Florida Company had the following inventories: materials,

24000; work in process, 12000; and finished goods, 36000. During the month, materials purchases
totaled 56000. Direct labor for October was 40000, at a uniform wage of 6.40 per hour. Marketing
and administrative expenses for the month amounted to 10% of net sales. Inventories on October 31
were as follows: materials, 20000; work in process, 8000; and finished goods, 40000. Net sales for
October totaled 200000. Factory overhead is applied on the basis of 8 per direct labor hour.

Required:
(1) Prime cost.
(2) Conversion cost.
(3) Cost of goods manufactured.
(4) Cost of goods sold.
(5) Income from operations.
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Solution:

Requirement 1:

Prime cost
Raw material opening inventory 24,000.00
Add: Net purchases 56,000.00
Raw material available for use 80,000.00
Less: Raw material closing inventory (20,000.00)
Raw material consumed 60,000.00
Add: Direct labor 40,000.00
Prime cost 100,000.00
Requirement 2:
Conversion cost
Direct labor 40,000.00
Factory overhead (40000/6.40) (6250*8) 50,000.00
Conversion cost 90,000.00
Requirement 3:
Cost of goods manufactured
Prime cost 100,000.00
Add: Factory overhead cost 50,000.00
Total manufacturing cost 150,000.00
Add: Work in process opening inventory 12,000.00
Cost of goods to be manufactured 162,000.00
Less: Work in process closing inventory (8,000.00)
Cost of goods manufactured 154,000.00
Requirement 4:
Cost of goods sold
Cost of goods manufactured 154,000.00
Add: Finished goods opening inventory 36,000.00
Cost of goods available for sale 190,000.00
Less: Finished goods closing inventory (40,000.00)
Cost of goods sold 150,000.00
Requirement 5:
Income statement
Sales 200,000.00
Less: Cost of goods sold (150,000.00)
Gross profit 50,000.00
Less: Operative expenses
Marketing & administrative expenses (20,000.00)
Net profit 30,000.00
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Question 5, Page 58:

Cost computation. Messersmith, Inc., submits the following data on October 31, 19--: materials put
into process, 42300; direct labor is paid at the rate of 7.80 and 8.40 per hour in Department A and B
respectively; Department A worked 6125 hours and Department B reported 9875 hours. Factory
overhead is applied on the basis of direct labor hours at the rate of 5 per hour in Department A and
4.20 per hour in Department B.

Inventories
Oct. 1 Oct. 31
Finished goods ............cooiiiiiiiiii . 11300 9400
WoOrk in process ........ccevvviiiiiiiiiiiiaiieinnn, 17300 19425
Materials ........cooiiiiiiii 15000 19200

Required: Without preparing a formal income statement, determine:
(1) Prime cost.
(2) Total manufacturing costs.
(3) Cost of goods manufactured.
(4) Cost of goods sold.
(5) Conversion cost.

Solution:

Requirement 1:

Prime cost
Direct material 42,300.00
Direct labor 130,725.00
Prime cost 173,025.00

Requirement 2:
Total manufacturing cost

Prime cost 173,025.00
Add: Factory overhead cost 72,100.00
Total manufacturing cost 245,125.00

Requirement 3:
Cost of goods manufactured

Total manufacturing cost 245,125.00
Add: Work in process opening inventory 17,300.00
Cost of goods to be manufactued 262,425.00
Less: Work in process closing inventory (19,425.00)
Cost of goods manufactured 243,000.00
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Requirement 4:
Cost of goods sold

Cost of goods manufactured 243,000.00
Add: Finished goods opening inventory 11,300.00

Cost of goods available for sale 254,300.00
Less: Finished goods closing inventory (9,400.00)

Cost of goods sold 244,900.00

Requirement 5:
Conversion cost

Direct labor 130,725.00
Factory overhead cost 72,100.00
Conversion cost 202,825.00

Question 9, Page 59:

Fire loss calculation. Robidaux Products, Inc., a small manufacturing company, produces a highly
flammable cleaning fluid. On May 31, 19F, the company had a fire which completely destroyed the
processing building and the work in process inventory; some of the equipment was saved.

After the fire, a physical inventory was taken. The materials were valued at 30000, the finished goods
at 60000, and supplies at 5000.

The inventories of January 1, 19F, consisted of:

Finished 00dS .......ouuiiiiiiii e 70,000.00
WOTK IN PrOCESS ..ttt ettt et es 50,000.00
Materials ......oooiri i e 15,000.00
10107 o) 11 2,000.00
TOAL ..ottt _137,000.00
A review of the accounts showed that the sales and gross profit for the last five years were:
Sales Gross Profit
TOA 300,000.00  86,200.00
TOB oot 320,000.00  102,400.00
1OC e 330,000.00  108,900.00
19D e 250,000.00  62,500.00
TOE oot 280,000.00  84,000.00
TOtAL ..t 1,480,000.00  444,000.00

The sales for the first five months of 19F were 150000; materials purchases were 50000; freight on
purchases was 5000; direct labor for the five months was 40000. For the past five years, factory
overhead was 50% of direct labor cost.

Required: The value of the work in process inventory lost by five.
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Robidaux

Cost of Goods Sold Statement
For the period ended: May 31, 19F

Raw materials (opening inventory) 15,000.00
Add: Net purchases
+ Purchases 50,000.00
+ Freight on purchases 5,000.00 55,000.00
Raw material available for use 70,000.00
Less: Raw materials (closing inventory) (30,000.00)
Raw materials consumed 40,000.00
Add: Direct labor 40,000.00
Prime cost 80,000.00
Add: Factory overhead cost 20,000.00
Total manufacturing cost 100,000.00
Add: Work in process (opening inventory) 50,000.00
Cost of goods to be manufactured 150,000.00
Less: Work in process (closing inventory) (55,000.00)
Cost of goods manufactured 95,000.00
Add: Finished goods (opening inventory) 70,000.00
Cost of goods available for sale 165,000.00
Less: Finished goods (closing inventory) (60,000.00)
Cost of goods sold 105,000.00

gﬁﬁ)lq@fydﬁléﬂyg&&wh}@ﬂmWorkin Process o oz ass ;5 asd 5 JUe 51355y &y 2 igoly
Reverse s g5 594 pglaa v8, CGS oy g0 57 AT 25,0 Jaeds 4y 03,5CGS o%;CGS Statement .5 s,
(S 55 9ol )3 0 93 9lS 95 9250 (S DUS 3 i 4 9555 9550 95250 g0 Yol 4y (600 95 5955 )1 pa a1
JB 0592900 kz gl pglao ghuard (5 (ool o 536lS 95 9,50 (5 pood (7 90 (VT Aliwgy Joa 8 55 - gg0las
3536V ko (7 555 10y 08, CGS o 9o aliwsg 59y (57 955 328 &5 4ol JI 035250 0 a2 = 15 o3 o

+3.5 o o)l 555 8L CGS Statement

Last 5 Years Gross Profit Ratio :MX 100 = 444000

———— X 100 = 30%
Sales 1480000

Sales - (Gross Profit X Last 5 Years Gross Profit Ratio) = CGS
150000 - (150000 X 30%) = 105000
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Question 7, Page 59:
Gross profit determination. The Davidson Corporation manufactures a kitchen appliances to sell
for 280. Last year the company sold 2000 of these appliances, realizing a gross profit of 25% of the
cost of goods sold. Of this total cost of goods sold, materials accounted for 40% of the total and
factory overhead for 15%.
During the coming year, it is expected that materials and labor costs will each increase 25% per unit
and the factory overhead will increase 12.5% per unit. To meet these rising costs, a new sales price

must be set.

Required: The number of units that must be sold to realize the same total gross profit in the coming

year as realized last year if the new selling price is set at: (1) 300; (2) 325; (3) 350.

Solution:
Step 1: Step 2: Step 3:
Cost Sales Last year cost of goods sold
100 125 Materials => (224 x 40%) = 89.6 Materials => 89.6 + (89.6 x 25%) = 112
X 280 Labor => (224 x 45%) =100.8 |Labor =>  100.8 + (100.8 x 25%) = 126
_ 280x100 _ 294 FoH => (224 x 15%) = 33.6 FoH => 33.6 + (33.6 x 12.5%) = 37.8
125 Total cost 224 Total cost

Step 4: Step 5:
Sales 280 Sales - Cost = Gross profit
Less: C.G.S -224 1). 300 - 275.8 = 24.2 => 112000/24.2 = 4628
Gross profit 56 2). 325 - 275.8 = 49.2 => 112000/49.2 = 2276

Total gross profit = 2000 x 56 = 112000

3). 350 - 275.8 = 74.2 => 112000/74.2 = 1509

Current year cost of goods sold

275.8

Composed By: Hazratullah Ihsas Arab

Page 26 of 46



(c) ketabton.com: The Digital Library

Chapter Four

Process Costing OR Cost of Production Report
O Sl g5 S Lne (694 - (5551, 45 P ge g yml) (383 09 98 )Lan s gl e 4y slojlladgs Salgi 4y Jadls
4 57595 0 F 9,5 L5 P (Gl gy p 43 058 92 0 4SS 0 ) 9l (65 g g3l 9B gilizoay Jo5
250 009l 9995 (Sex oue Ju ige Joo 4y Jle o 6. 0 5 S)las JF LF T A op i ke (S a0
62:54:_“%%;4&3[54&@304%;Lgﬁfeﬂjsd)lféhéooa‘_;c\s‘;sl;09|4§4SJ9W~53‘5§9$[>“6)¢4¢.&9536»
Y 2 65 Lo LI s 01 3315 S a1 0, 5 Sy g0y 55 65 (L T A ey 34y
955 Y9 97 Hg,m) 3089 58 Las sl gslloudsi o (S g slgur 9.t

Department A
Quantity Schedule

Department B
Quantity Schedule

Units started (produced) 10,000.00 Units received from Dept. A 7,000.00
Units completed & transferred to Dept. B 7,000.00 Units completed & transferred to Dept. C 5,000.00
Units still in process 2,000.00 Units still in process 1,500.00
Units lost (Normal/Abnormal loss) 1,000.00 Units lost (Normal/Abnormal loss) 500.00
Total 10,000.00 10,000.00 Total 7,000.00 7,000.00
Department A Department B
Cost Schedule Cost Schedule
Cost added in Dept. A Total cost | Per unit cost Cost received from Dept. A Total cost | Per unit cost
Material Cost added in Dept. B
Labor Material
FoH Labor
Total - - FoH
Total

Department A

Department B

Cost accounted for as follows

Cost accounted for as follows
Cost of units completed (7000x3) 21,000.00
Cost of work in process (closing inv.) Dept. A
Material
Labor
FoH
Total - 21,000.00

Question 2, Page 136:

Cost of units completed (5000x3) 15,000.00
Cost of work in process (closing inv.) Dept. B

Material

Labor

FoH

Cost of work in process (closing inv.) Dept. A

Material

Labor

FoH

Total 15,000.00

Costing of units transferred; lost units. Read, Inc., instituted a new process in October, during
which it started 10000 units in Department A. Of the units started, 1000 units, a normal number, were
lost during the process; 7000 were transferred to Department B; and 2000 remained in work in process
inventory at the end of the month, 100% complete as to materials and 50% complete as to conversion
cost. Materials and conversion costs of 27000 and 40000, respectively, were charged to the

department in October.

Required: Total cost transferred to Department B.
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Department A
Quantity Schedule
Units started 10,000.00
Units completed & transferred to Dept. B 7,000.00
Units still in process 2,000.00
Units lost (Normal loss) 1,000.00
10,000.00 10,000.00
Department A
Cost Schedule
Cost added in Dept. A Total cost | Per unit cost
Material 27,000.00 3.00
Conversion 40,000.00 5.00
Cost accounted for 67,000.00 8.00
Equivalent production method:
Material cost 27000

Per unit material cost = 3.00

Units completed + in process % 7000 + (2000%100%)

Per unit conversion cost = Conversion cost = 40000 = 5.00

Units completed + in process % 7000 + (2000*50%)

Department A
Cost accounted for as follows
Total cost of units completed (7000x8) 56,000.00
Total cost of work in process (ending inv.) Dept. A
(2000*100%) Material (2000*3) 6,000.00
(2000*50%) Conversion (1000*5) 5,000.00
Cost accounted for 67,000.00

Problem 6-1, Page 138:

Cost of production report; normal spoilage (loss). Malamud Company uses process costing. All
materials are added at the beginning of the process. The product is inspected when it is 80%
converted, and spoilage is identified only at that point. Normal spoilage is expected to be 5% of good
output (completed & in process materials).

During March, 10500 units were put into process. Current costs were 52500 for materials; 39770 for
labor; and 31525 for factory overhead. The 3000 units still in process at the end of March were
estimated to be 90% completed. All spoilage was normal. A total of 7000 units were transferred to
finished goods.

Required: A cost of production report for March.
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Department A
Quantity Schedule
Units started 10,500.00
Units completed & transferred to Dept. B 7,000.00
Units still in process 3,000.00
Units lost (Normal loss) (100*5%) 500.00
10,500.00 10,500.00
Department A
Cost Schedule
Cost added in Dept. A Total cost Per unit cost
Material 52,500.00 5.25
Labor 39,770.00 4.10
FoH 31,525.00 3.25
Cost accounted for 123,795.00 12.60
Equivalent production method:
Per unit material cost = - Material 905t = 52500 = 525
Units completed + in process % 7000 + (3000*100%)
Per unit labor cost = - Labor CO_St = 39770 4.10
Units completed + in process % 7000 + (3000*90%)
Per unit FoH cost = - FoH CO_St = 31525 3.25
Units completed + in process % 7000 + (3000*90%)
Department A
Cost accounted for as follows
Total cost of units completed (7000x12.6) 88,200.00
Total cost of work in process (ending inv.) Dept. A
(3000*100%) Material (3000*5.25) 15,750.00
(3000%90%) Labor (2700*4.1) 11,070.00
(3000%90%) FoH (2700*3.25) 8,775.00
Cost accounted for 123,795.00

Question 1, Page 136:

Cost of production report. A company’s Department 2 costs for June were:

Cost from Department 1 .......................... 16,320.00
Cost added in Deparment 2:
Materials .....oooiiii 43,415.00
Labor ... 56,100.00
Factory overhead ........................ol 58,575.00

The quantity schedule shows 12000 units were received during the month from Department 1; 7000
units were transferred to finished goods; and 5000 units in process at the end of June were 50%

completed as to materials cost and 25% completed as to conversion cost.
Required: Cost of production report.
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Department 2
Quantity Schedule

Units received from Dept. 1 12,000.00
Units completed & transferred to finished goods 7,000.00
Units still in process 5,000.00
12,000.00 12,000.00
Department 2
Cost Schedule
Total cost Per unit cost
Cost received from Dept. 1 (16320/12000) 16,320.00 1.36
Cost added in Dept. 2
Material 43,415.00 4.57
Labor 56,100.00 6.80
FoH 58,575.00 7.10
Cost accounted for 174,410.00 19.83
Equivalent production method:
Per unit material cost = - Material 905t = 43415 4.57
Units completed + in process % 7000 + (5000*50%)
Per unit labor cost = - Labor CO_St = 56100 6.80
Units completed + in process % 7000 + (5000*25%)
Per unit FoH cost = - FoH CO_St = 58575 7.10
Units completed + in process % 7000 + (5000*25%)
Department 2
Cost accounted for as follows
Total cost of units completed (7000x19.83) 138,810.00
Total cost of work in process (ending inv.) Dept. 1
(5000*1.36) 6,800.00
Total cost of work in process (ending inv.) Dept. 2
(5000*50%) Material (2500*4.57) 11,425.00
(5000*25%) Labor (1250*6.8) 8,500.00
(5000*25%) FoH (1250*7.1) 8,875.00
Cost accounted for 174,410.00

Question 4, Page 137:

Cost of production report. Brooks, Inc., uses process costing. The costs for Department 2 for April

were:
Cost from preceding department ................. 20,000.00
Cost added by deparment:
MaterialS ........oooiiiiiiiiiiii 21,816.00
Labor ..o 7,776.00
Factory overhead ............................. 4,104.00

33,696.00
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The following information was obtained from the department’s quantity schedule:

Units received .....oooviiiniii i 5,000.00
Units transferredout ............ooeieeiniiiia. ... 4,000.00
Units still in process ..........c.oovvvvviiienennnn... 1,000.00

The degree of completion of the work in process as to costs originating in Department 2 was: 50%
of the units were 40% complete; 20% were 30% complete; and the balance were 20% complete.

Required: The cost of production report for Department 2 for April.

Department 2
Quantity Schedule

Units received from Dept. 1 5,000.00
Units completed & transferred to Dept. 3 4,000.00
Units still in process 1,000.00
5,000.00 5,000.00
Department 2
Cost Schedule
Total cost Per unit cost
Cost received from Dept. 1 (20000/5000) 20,000.00 4.00
Cost added in Dept. 2
Material 21,816.00 5.05
Labor 7,776.00 1.80
FoH 4,104.00 0.95
Cost accounted for 53,696.00 11.80
Equivalent production method:
Material cost _ 21816

Per unit material cost =

Units completed + in process %
(1000*509%6=500), (1000*20%6=200), (1000*30%=300)

Per unit labor cost = Labor cost _

4000+(500%40%)+(200*30% )+(300*20%)

7776

Units completed + in process %
(1000*50%=500), (1000*20%=200), (1000*30%=300)
FoH cost

4000+(500%40%)+(200*30% )+(300*20%)

4104

Per unit FoH cost = - - =
Units completed + in process %

(1000*50%=500), (1000*20%=200), (1000*30%=300)

Department 2
Cost accounted for as follows

4000+(500%40%)+(200*30% )+(300*20%)

Total cost of units completed (4000x11.80)
Total cost of work in process (ending inv.) Dept. 1
(1000*4.00)
Total cost of work in process (ending inv.) Dept. 2
(500*40%) + Material (320*5.05)
(200*30%) + Labor (320*1.80)
(300*20%) FoH (320*0.95)
Cost accounted for

47,200.00
4,000.00
1,616.00

576.00
304.00

53,696.00

5.05

1.80

0.95
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Question 5, Page 137:

Equivalent production. During April, 20000 units were transferred in from Department A at a cost
of 39000. Materials cost of 6500 and conversion cost of 9000 were added in Department B. on April
30, Department B had 5000 units of work in process 60% complete as to conversion costs. Materials

are added in the beginning of the process in Department B.
Required:

(1) Equivalent production computations.

(2) The cost per equivalent unit for conversion costs.

Department B
Cost Schedule

Total cost Per unit cost
Cost received from Dept. A (20000x1.950) 39,000.00 1.950
Cost added in Dept. B
Material 6,500.00 0.325
Conversion 9,000.00 0.500
Cost accounted for 54,500.00 2.775
Equivalent production method:
Per unit material cost = - Material (fOSt = 6500 = 0.325
Units completed + in process % 15000 + (5000*100%)
Per unit conversion cost = Conversion cost = 9000 0.500

Department B
Cost accounted for as follows

Units completed + in process % "~ 15000 + (5000*60%) -

Total cost of units completed (15000x2.775)
Total cost of work in process (ending inv.) Dept. B
(5000*%100%) Material (5000*0.325)
(5000*%60%) Conversion (3000*0.50)
Total cost of work in process (ending inv.) Dept. A
(5000*1.95)

Cost accounted for

41,625.00

1,625.00
1,500.00

9,750.00
54,500.00
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Question 3, Page 136:

Cost of production report; normal loss. For December, the Production Control Department of

Carola Chemical, Inc., reported the following production data for Department 2:

Transferred in from Department 1 ..., 55,000.00 litters
Transferred out to Department 3 ...... ...ttt 39,500.00 litters
In process at the end of December (with 1/2 labor and factory overhead) .... 10,500.00 litters

All materials were put into process in Department 1.
The Cost Department collected these figures for Department 2:

Unit cost for units transferred in from Department 1 ............... 1.80
Labor cost in Department 2 .........cooviiiiiiiiiiieeeeeiiiiaaaannns 27,520.00
Applied factory overhead ............cooiiiiiiiiiiiiii 15,480.00

Required: A cost of production report for Department 2 for December.

Department 2
Quantity Schedule

Liters received from Dept. 1 55,000.00
Liters completed & transferred to Dept. 3 39,500.00
Liters still in process 10,500.00
Liters lost (Normal loss) 5,000.00
55,000.00 55,000.00

Department 2
Cost Schedule

Total cost Per liter cost
Cost received from Dept. 1 (55000*1.80) 99,000.00 1.80
Cost added in Dept. 2
Labor 27,520.00 0.64
FoH 15,480.00 0.36
Per unit cost increased (99000/50000)-(99000/55000) 0.18
Cost accounted for 142,000.00 2.98

Equivalent production method:
Per unit labor cost = Labor cost = 27520 = 0.64

Units completed + in process % 39500 + (10500*1/3)

FoH cost _ 15480 _
Units completed + in process % 39500 + (10500*1/3)

0.36

Per unit FoH cost
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Department 2
Cost accounted for as follows

Total cost of units completed (39500x2.98)

Total cost of work in process (ending inv.) Dept. 1

(10500*1.98)
Total cost of work in process (ending inv.) Dept. 2

(10500%1/3)
(10500%1/3)

Labor (3500%0.64)
FoH (3500%0.36)

Cost accounted for

Question 6, Page 137:

117,710.00

20,790.00

2,240.00
1,260.00

142,000.00

Cost of units transferred out; abnormal loss. During February, the Assembly Department received
60000 units from the Cutting Department at a unit cost of 3.54. Costs added in the Assembly
Department were: materials, 41650; labor 101700; and factory overhead, 56500. There was no
beginning inventory. Of the 60000 units received, 50000 were transferred out; 9000 units were in
process at the end of the month (all materials, 2/3 converted); 1000 lost units were %2 complete as to
materials and conversion costs. The entire loss is considered abnormal and is to be charged to factor

overhead.
Required: Cost of production report.

Assembly Department
Quantity Schedule

Units received from Cutting Department 60,000.00
Units completed & transferred out 50,000.00
Units still in process 9,000.00
Units lost (Abnormal loss) 1,000.00
60,000.00 60,000.00
Assembly Department
Cost Schedule
Total cost Per liter cost
Cost received from Cutting Department (60000/3.54) 212,400.00 3.54
Cost added in Assembly Department
Material 41,650.00 0.70
Labor 101,700.00 1.80
FoH 56,500.00 1.00
Cost accounted for 412,250.00 7.04

Composed By: Hazratullah Ihsas Arab

Page 34 of 46



(c) ketabton.com: The Digital Library

Equivalent production method:
Material cost

41650

Per unit material cost = - - = = 0.70
Units completed + in process % + Abnormal loss % 50000+(9000*100%)+(1000*1/2)
Per unit labor cost = - - Labor cost = 101700 = 1.80
Units completed + in process % + Abnormal loss % 50000+(9000*2/3)+(1000*1/2)
Per unit FoH cost = - - FoH cost = 56500 = 1.00
Units completed + in process % + Abnormal loss % 50000+(9000*2/3)+(1000*1/2)
Assembly Department
Cost accounted for as follows
Total cost of units completed (50000x7.04) 352,000.00
Total cost of work in process (ending inv.) Assembly Department
(9000*100%) Material (9000*0.70) 6,300.00
(9000*2/3) Labor (6000*1.80) 10,800.00
(9000*2/3) FoH (6000*1) 6,000.00
Total cost of work in process (ending inv.) Cutting Department
(9000*3.54) 31,860.00
Abnormal loss added to FoH cost Assembly Department
(1000*1/2) Material (500*0.7) 350.00
(1000*1/2) Labor (500*1.80) 900.00
(1000*1/2) FoH (500*1) 500.00
Abnormal loss added to FoH cost Cutting Department
(1000*3.54) 3,540.00
Cost accounted for 412,250.00
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Chapter Five

Controlling and Costing Materials

Production Department
Purchases Department
{{ mance epartment }

Store Room

Go Down/Warehouse

S Slgepls 7 alS 955 Jg S w00 5l ol B)lase jogS (g3l 93lge gals ay 2 95eglaals g T Jab gy
P30 9,155 b9 9l STl 5 go0  STStOre ROOM &y > (5.u5 0 155 5 StOre ROOM 4y dlge did 65 (6.0u5 J p9l, &5
- 99lenin] Jgaz gl oy l8 g3V i ge o)l glgnd ol gl 0 3,10 5 (595 (0 )l¢ 4y Store Keeper s g

ABC Company
Material Ledger Card (Bin Card)
For The Month of Jan 2017
Purchases Issues Balance
Quantity | Rate | Amount | Quantity | Rate | Amount | Quantity | Rate | Amount

Date Description

Total - - - - - -

Four methods for data entry in Material Ledger Card:
Jgsl,43Store ROOm = 5 peglay oz lgepls- 055 5 90 5 4y ybo g0y :FIFO (First In, First Out) Method .1

+9308kx0 B )las Jel) suil adgi oy (ululay g9 4l 5] asProduction Department g pog) 4z 5955
Jsl, 4 Store Room [ .2lay o slge pls ps5 590 5 aky b g0y :LIFO (Last In, First Out) Method .2
-930glre B las Lel; cail adgray (wlulay (5339l g, asProduction Department (s yoq) as g9 g9
Lol 95 90u8 0 90l ge gols g2 9 9l 45 Store Room .51l Jslsglsoofy%;@,b%g% :Average Method .3
.”ﬁglmg_é)l.\mgl.éb%g.ﬁlgaggsgu&l,&lm?%goalfjlﬁl}l
389 sl caBpsT 4y o )l U5 s 3l slgepls ps5 e 2 5 4k )b 5oy :Most Recent Purchase Price .4
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Question 1, Page 340:
Materials costing methods. The Meltzer Company made the following materials purchases and issues
during January:

Inventory:
Receipts:

Issues:

Required:
The cost of materials consumed and the cost of assigned to the inventory at the end of the month. Using
a perpetual inventory system and:
(1) Average costing, rounding unit costs to the nearest cent.
(2) Fifo costing.
(3) Lifo costing.

1. Fifo costing method:

January 01.
January 06.
January 10.
January 25.
January 15.
January 27.

500 units @ 1.20
200 units @ 1.25
400 units @ 1.30
500 units @ 1.40

560 units
500 units

Meltzer Company
Material Ledger Card
For The Month of Jan 2017

Dat D . Purchases Issues Balance
ate escription Quantity | Rate [ Amount | Quantity | Rate [ Amount | Quantity| Rate | Amount
1-Jan|Balance - - 500.00 | 1.20 | 600.00
6-Jan|Purchases 200.00 | 1.25 250.00 - 500.00 | 1.20 600.00
- - 200.00 | 1.25| 250.00
10-Jan|Purchases 400.00 | 1.30 520.00 - 500.00 | 1.20 600.00
- - 200.00 | 1.25| 250.00
- - 400.00 | 1.30 | 520.00
15-Jan|lIssues - 500.00 | 1.20 600.00 140.00 | 1.25 175.00
- 60.00 | 1.25 75.00 400.00 | 1.30 | 520.00
25-Jan|Purchases 500.00 | 1.40 700.00 - 140.00 | 1.25 175.00
- - 400.00 [ 1.30 | 520.00
- - 500.00 | 1.40 | 700.00
27-Jan|lIssues - 14000 | 1.25 175.00 40.00 | 1.30 52.00
- 360.00 | 1.30 468.00 500.00 | 1.40 | 700.00
Total 1,100.00 1,470.00 | 1,060.00 1,318.00 | 540.00 752.00

Materials consumed: 1,318.00
Inventory cost: 752.00
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2. Lifo costing method:

Meltzer Company
Material Ledger Card
For The Month of Jan 2017

Dat D . Purchases Issues Balance
ate escription Quantity | Rate | Amount | Quantity | Rate | Amount | Quantity| Rate | Amount
1-Jan|Balance - - 500.00 | 1.20 | 600.00
6-Jan|Purchases 200.00 | 1.25 250.00 - 500.00 [ 1.20 | 600.00
- - 200.00 | 1.25| 250.00
10-Jan [Purchases 400.00 | 1.30 520.00 - 500.00 [ 1.20 | 600.00
- - 200.00 [ 1.25| 250.00
- - 400.00 [ 1.30 | 520.00
15-Jan|lIssues - 400.00 | 1.30 520.00 500.00 [ 1.20 | 600.00
- 160.00 | 1.25 200.00 40.00 | 1.25 50.00
25-Jan|Purchases 500.00 | 1.40 700.00 - 500.00 [ 1.20 | 600.00
- - 40.00 [ 1.25 50.00
- - 500.00 | 1.40 | 700.00
27-Jan|lIssues - 500.00 | 1.40 700.00 500.00 [ 1.20 | 600.00
- - 40.00 | 1.25 50.00
Total 1,100.00 1,470.00 | 1,060.00 1,420.00 | 540.00 650.00

Materials consumed: 1,420.00
Inventory cost: 650.00

Question 2, Page 340:
Materials costing methods. The following information is to be used in costing inventory on October
31:
October 1.  Beginning balance: 800 units @ 6
October 5. Purchased 200 units @ 7
October 9.  Purchased 200 units @ 8
October 16. Issued 400 units
October 24. Purchased 300 units @ 9
October 27. Issued 500 units
Required: The cost of materials used and the cost assigned to the October 31 inventory by each of
these perpetual inventory costing methods:
(2) First-in, first-out.
(2) Last-in, first-out.
(3) Average, using a materials ledger card and rounding unit costs to the nearest cent.
(4) Most recent purchase price.
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1. First-in, first-out costing method:

Mohammad Us man Company
Material Ledger Card
For The Month of October 2017

Date Description _ Purchases _ Issues _ Balance
Quantity| Rate [ Amount |[Quantity| Rate [ Amount | Quantity | Rate | Amount
1-Oct|Beginning balance - - 800.00 | 6.00 4,800.00
5-Oct|Purchases 200.00 | 7.00 | 1,400.00 - 800.00 | 6.00 4,800.00
- - 200.00 | 7.00 1,400.00
9-Oct|Purchases 200.00 ( 8.00 | 1,600.00 - 800.00 | 6.00 4,800.00
- - 200.00 | 7.00 1,400.00
- - 200.00 | 8.00 1,600.00
16-Oct|lIssues - 400.00 | 6.00 | 2,400.00 400.00 | 6.00 2,400.00
- - 200.00 | 7.00 1,400.00
- - 200.00 | 8.00 1,600.00
24-Oct|Purchases 300.00 [ 9.00 | 2,700.00 - 400.00 | 6.00 2,400.00
- - 200.00 | 7.00 1,400.00
- - 200.00 | 8.00 1,600.00
- - 300.00 | 9.00 2,700.00
27-Oct|lIssues - 400.00 | 6.00 | 2,400.00 100.00 | 7.00 700.00
- 100.00 | 7.00 700.00 200.00 | 8.00 1,600.00
- - 300.00 | 9.00 2,700.00
Total 700.00 5,700.00 [ 900.00 5,500.00 600.00 5,000.00
Materials used: 5,500.00
Inventory cost: 5,000.00
2. Last-in, first-out costing method:
Mohammad Usman Company
Material Ledger Card
For The Month of October 2017
Date Description _ Purchases _ Issues _ Balance
Quantity| Rate [ Amount |[Quantity| Rate [ Amount | Quantity | Rate | Amount
1-Oct|Beginning balance - - 800.00 | 6.00 4,800.00
5-Oct|Purchases 200.00 ( 7.00 | 1,400.00 - 800.00 | 6.00 4,800.00
- - 200.00 | 7.00 1,400.00
9-Oct|Purchases 200.00 ( 8.00 | 1,600.00 - 800.00 | 6.00 4,800.00
- - 200.00 | 7.00 1,400.00
- - 200.00 | 8.00 1,600.00
16-Oct|lIssues - 200.00 ( 8.00 | 1,600.00 800.00 | 6.00 4,800.00
- 200.00 [ 7.00 [ 1,400.00 -
24-Oct|Purchases 300.00 [ 9.00 | 2,700.00 - 800.00 | 6.00 4,800.00
- - 300.00 | 9.00 2,700.00
27-Oct|lIssues - 300.00 [ 9.00 | 2,700.00 600.00 | 6.00 3,600.00
- 200.00 ( 6.00 | 1,200.00 -
Total 700.00 5,700.00 | 900.00 6,900.00 600.00 3,600.00

Materials used: 6,900.00
Inventory cost: 3,600.00
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3. Average, using a materials ledger card and rounding unit costs to the nearest cent:
Mohammad Usman Company

Material Ledger Card

For The Month of October 2017

Dat D - Purchases Issues Balance
are escription Quantity| Rate | Amount |Quantity| Rate | Amount [ Quantity | Rate | Amount
1-Oct|Beginning inventory - - 800.00 | 6.00 4,800.00
5-Oct|Purchases 200.00 [ 7.00 | 1,400.00 - 1,000.00 | 6.20 6,200.00
9-Oct|Purchases 200.00 [ 8.00 | 1,600.00 - 1,200.00 | 6.50 7,800.00
16-Oct|lIssues - 400.00 | 6.50 | 2,600.00 800.00 [ 6.50 5,200.00
24-Oct|Purchases 300.00 [ 9.00 | 2,700.00 - 1,100.00 | 7.18 7,900.00
27-Oct|Issues - 500.00 [ 7.18 | 3,590.91 600.00 [ 7.18 4,309.09
Total 700.00 5,700.00 | 900.00 6,190.91 600.00 4,309.09

Materials used: 6,190.91
Inventory cost: 4,309.09

Note: Computation formulas for average method:

1. When purchases occur, the formulas are:
Average Quantity = Balance Quantity + Purchases Quantity
Average Amount = Balance Amount + Purchases Amount
Average Rate = Balance Amount / Balance Quantity

2. When Issues occur, the formulas are:
Average Quantity = Balance Quantity — Issues Quantity
Average Rate = Issues Amount / Issues Quantity
Average Amount = Balance Quantity * Balance Rate
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4. Most recent purchase price:

Mohammad Usman Company
Material Ledger Card
For The Month of October 2017

Dat D - Purchases Issues Balance
are escription Quantity| Rate | Amount |Quantity| Rate | Amount [ Quantity | Rate | Amount
1-Oct|Beginning inventory - - 800.00 | 6.00 4,800.00
5-Oct|Purchases 200.00 [ 7.00 | 1,400.00 - 1,000.00 | 7.00 7,000.00
9-Oct|Purchases 200.00 [ 8.00 | 1,600.00 - 1,200.00 | 8.00 9,600.00
16-Oct|lIssues - 400.00 | 8.00 | 3,200.00 800.00 [ 8.00 6,400.00
24-Oct|Purchases 300.00 [ 9.00 | 2,700.00 - 1,100.00 | 9.00 9,900.00
27-Oct|Issues - 500.00 [ 9.00 | 4,500.00 600.00 [ 9.00 5,400.00
Total 700.00 5,700.00 | 900.00 7,700.00 600.00 5,400.00

Materials used: 7,700.00
Inventory cost: 5,400.00

Note: Computation formulas for most recent purchase price method:
1. When purchases occur, the formulas are:
Balance Quantity = Previous Balance Quantity + Purchases Quantity
Balance Rate = Purchases Rate
Balance Amount = Balance Quantity * Balance Rate

2. When Issues occur, the formulas are:
Balance Quantity = Previous Balance Quantity — Issues Quantity
Balance Rate = Issues Rate
Balance Amount = Balance Quantity * Balance Rate
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Chapter Six

Joint Cost Allocation
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Market Value Method

Joint Cost
Products Units Produced Per Ur_llt Sale Total Market Joint C_ost
Price Value Allocation
Joint Cost Allocati Joint Cost v poch Market Val
oint Cos ocation = ac arket Value
Total Market Value
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Weighted Average Method

Joint Cost
. Per Unit . Joint Cost
Products Units Produced Weight Total Weight Allocation
Joint Cost Allocati Jont Cost b ch Weight
oint Cos ocation = - ac el
Total Weight g

Question 5, Page 197:

Joint cost allocation — market value and weighted average methods. The Buildon Company products
three joint products: Buildon, Buildeze, and Buildrite. Total joint production cost for November was

21600.

The units produced and unit sales prices at the split-off point were:

PRODUCT

Buildon ............................
Buildeze ...........................
Buildrite .....................l

UNIT SALES

UNITS PRICE
6,000.00 2.20
8,000.00 1.25
10,000.00 1.28

In determining costs by the weighted average method, each unit is weighted as follows:

PRODUCT

Buildon ............................
Buildeze ........................ ...
Buildrite ...........................

Required: Allocation of the production cost, using:

(1) The market value method.
(2) The weighted average method.

PER UNIT
WEIGHTING
6

4

4
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Market Value Method

Joint Cost 21,600.00
Products Units Produced Per Ur_ut Sale Total Market Joint C_ost
Price Value Allocation
Buildon 6,000.00 2.20 13,200.00 7,920.00
Buildeze 8,000.00 1.25 10,000.00 6,000.00
Buildrite 10,000.00 1.28 12,800.00 7,680.00
Total 36,000.00 21,600.00
Weighted Average Method
Joint Cost 21,600.00
. Per Unit . Joint Cost
Products Units Produced Weight Total Weight Allocation
Buildon 6,000.00 6.00 36,000.00 7,200.00
Buildeze 8,000.00 4.00 32,000.00 6,400.00
Buildrite 10,000.00 4.00 40,000.00 8,000.00
Total 108,000.00 21,600.00
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Question 6, Page 197:

Cost allocation — weighted average method. A department’s equivalent production schedules show
10000 units of Article X and 8000 units of Article Y. Both articles are made from the same raw materials,
but a unit of Article X and Article Y require estimated quantities of materials in the ratio of 3:2,
respectively. Both articles pass through the same conversion process, but Article X and Article Y require

estimated production times per unit in the ratio of 5:4, respectively.

Required: A computation of the unit materials and conversion costs for each product if the total costs

are: materials, 92000; conversion cost, 41000.

Weighted Average Method

Material (Joint Cost) 92,000.00
. Per Unit . Joint Cost
Products Units Produced Weight Total Weight Allocation
X 10,000.00 3.00 30,000.00 60,000.00
Y 8,000.00 2.00 16,000.00 32,000.00
Total 46,000.00 92,000.00
Weighted Average Method
Conversion (Joint Cost) 41,000.00
. Per Unit Time Total Time Joint Cost
Products Units Produced Consumed Consumed Allocation
X 10,000.00 5.00 50,000.00 25,000.00
Y 8,000.00 4.00 32,000.00 16,000.00
Total 82,000.00 41,000.00
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Question 9, Page 198:

Joint cost allocation using market value method; sell or process further. The Domecq Company
produces three products, A, B, and C, as the result of initial joint processing plus separable processing

after the split-off point. Records for July show the following:

A B C Total
Materialsused ..........coovvviiiiiiniiin, - - - 150,000.00
Joint processing cost .............oceeiiiininn.n. - - - 170,000.00
Separable processing CostS .............oeeuenes 50,000.00 80,000.00 70,000.00
Units produced .........ccoovvviiiiiiiiinininnnn. 6,000.00 12,000.00 6,250.00
Units SOId ..o 4,000.00 9,000.00 4,250.00
Unit sales price ......c.oovvevivrivniiniiniennnnns 50.00 37.50 40.00

Required:

(1) The cost assigned to ending inventory for each product and in total, assuming no beginning
inventory and using the market value method for joint cost allocation. In completing this

requirement, disregard the information given in requirement (2).

(2) The difference in operating profit if Domecq accepts an offer from a prospective customer who

would be willing to buy all the output of Product B at the split-off point for 30 per unit.

Market Value Method

Joint Cost 320,000.00
Units Per Unit |[Total Market| Separable Market. Joint Cost Ending
Products . Value Split- . Total Cost Inventory
Produced |Sale Price Value Cost . Allocation
off Point Cost
A 6,000.00 50.00 300,000.00 | 50,000.00 250,000.00 100,000.00 | 150,000.00 50,000.00
B 12,000.00 37.50 450,000.00 | 80,000.00 370,000.00 148,000.00 | 228,000.00 57,000.00
C 6,250.00 40.00 250,000.00 | 70,000.00 180,000.00 72,000.00 | 142,000.00 45,440.00
Total 800,000.00 | 320,000.00

Formulas Used in Above Table:
Joint Cost
Total Market Value Split — of f Point

Joint Cost Allocation =

Ending Inventory = Units Produced — Units Sold

Each Total Cost
Units Produced

Per Unit Ending Inventory Cost = X Ending Inventory

««« END »»»

X Each Market Value Split — of f Point
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