ACCT2121
Ch. 3 Job Costing
Solutions to Exercise 3-10 & problem 3-18

Exercise 3-10

1. a. Raw Materials Inventory......ccccceevviiieeeniniinnnnnennn, 210,000
Accounts Payable........ccccccoeviiiiiiiniii e 210,000
D. WOrK in PrOCESS....cvvvieiieeiiieeiienirrnneerennseaneennes 152,000
Manufacturing Overhead ........c.cooevviieinniiieennnnens 38,000
Raw Materials Inventory......c..ccooveviiiiiiennnnen, 190,000
C. WOrK in ProCeSS.....vvvuvieiiiiieniieniiriienrrnneseennseans 49,000
Manufacturing Overhead ...........ccceeeeviieevnniiieenns 21,000
Salaries and Wages Payable .............cccceeeens 70,000
d. Manufacturing Overhead ...........coovvvviiiiierennnnnnn. 105,000
Accumulated Depreciation ........ccccoeeevviiiennnnnes 105,000
e. Manufacturing Overhead ..........ccooevvvviiiiiiiennnnnnn. 130,000
Accounts Payable........ccccovviviiiiiiinieenneeees 130,000
f. WOrk in ProCess.......ccvviiviiiiiiiiiiiiiin e 300,000
Manufacturing Overhead .........cccooevveieiennnnenn. 300,000
75,000 machine-hours x $4 per machine-hour = $300,000.
g. Finished GOOS.......coovvviiiriiiiiiric e 510,000
WOrK in ProCESS....ccvuviiiriiiieiniiieinieseeeneseenenens 510,000
h. Cost of Goods Sold ........c.covviiiiiiiiii e, 450,000
Finished GOOdS ........cvvvviiiieriiinirrireeireeeeeenneen 450,000
Accounts Receivable ........ccooeviiiiniiiiienceeeeenn, 675,000
SAlES. e 675,000
$450,000 x 1.5 = $675,000
2. Manufacturing Overhead Work in Process
(b) 38,000 ((f) 300,000 Bal. 35,000 ((g) 510,000
(© 21,000 (b) 152,000
(d) 105,000 (© 49,000
(e) 130,000 (f) 300,000
6,000 Bal. 26,000
(Overapplied
overhead)
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Problem 3-18

1. 2. Raw Materials ....cccvvvviiiiiiiiiiiir e, 160,000
Accounts Payable ........ccccevvveviiieiniieennnn e, 160,000

b. WOrK in ProCESS ....ovvvvviiiniiiiiriiienine e eeas 120,000

Manufacturing Overhead.........ccccoveeveiiinnireennnn. 20,000
Raw Materials .....ovvvvviiviiiiiiiinien e 140,000

C. WOrk in ProCeSS .....civvuiiiiiiiiiiiiiii i eesenas 90,000

Manufacturing Overhead.........ccccoveeveiiinnireennnn. 60,000

Sales Commissions EXpense.........ccovvevieinniennnnns 20,000

SalariesS EXPENSE ...cvvvuviveriiieirniesernessesnneeennaenens 50,000
Salaries and Wages Payable........................ 220,000

d. Manufacturing Overhead..........ccovvvviiiiiirinnnnnnn. 13,000

INSUranNCe EXPENSE ......covvvireniiinirrnnirnnssrnnsennnnes 5,000
Prepaid InSurance ......c.cocccceevievvnniecnnnnennnnn, 18,000

e. Manufacturing Overhead.......c..cooovvriviiiiiirinnnnnnn. 10,000
Accounts Payable .........cceevivvviiiiinnieennnneenn 10,000

f. Advertising EXpense .........cccevvniiiiirinninnneeennnnnnn, 15,000
Accounts Payable ........ccccovvveiiiiiinnieennee e 15,000

g. Manufacturing Overhead............cccvvvvvinininnnnnnnn, 20,000

Depreciation EXPENSEe ......c.ccovvevivvnniinniirnnirnnnnennss 5,000
Accumulated Depreciation.........cccceeeevvnrennn. 25,000

h. WOork in Process .........ccoeviviiiiiiiiiniiceces e, 110,000
Manufacturing Overhead............cccceeeeieeenee. 110,000

Estimated total manufacturing overhead cost _ £99,000

Estimated total amount of the allocation base 45,000 MHs
50,000 actual MHs x £2.20 per MH = £110,000 overhead applied.

i. Finished GOOdS .......ccoieviriiviiiiiii e, 310,000
WOrk in ProCess......cvvvuveriieeirineniiennennnns 310,000

j» Accounts Receivable .........ccccceeiiiiiiiiniienennn, 498,000
SAlES..eeii s 498,000

Cost of Goods Sold ......ccecevveviiieiriiiieeiieeeenan, 308,000
Finished GoOdS ........cccvvvvvivieieiiienrenneenes 308,000

=£2.20 per MH
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Raw Materials

Work in Process

Bal. 10,000 ((b) 140,000  Bal. 4,000 (i) 310,000
(a) 160,000 (b) 120,000
(© 90,000
(h) 110,000
Bal. 30,000 Bal. 14,000
Finished Goods Manufacturing Overhead
Bal. 8,000 [(j) 308,000 (b) 20,000 ((h) 110,000
(i) 310,000 (© 60,000
(d) 13,000
(e) 10,000
(9) 20,000
Bal. 10,000 Bal. 13,000
Cost of Goods Sold
G) 308,000 |

3. Manufacturing overhead is underapplied by £13,000 for the year. The entry to close

this balance to Cost of Goods Sold would be:

Cost of Goods Sold........ccoeviiiiiiiiiiii e, 13,000
Manufacturing Overhead ..........ccceeeeiiiiiennnineeens 13,000
Sovereign Millwork, Ltd.
Income Statement
For the Year Ended June 30

SAlES it £498,000
Cost of goods sold (£308,000 + £13,000)......c.ccccevevnnens 321,000
GrOSS MANGIN .cvvuiiiriieien s rrrs e e e s e e e rena e 177,000
Selling and administrative expenses:

Sales COMMISSIONS .....ivvruieiriiie e e £20,000

Administrative salarieS.....c..ccoeviiiiiiiii 50,000

INSUraNCe EXPENSE......iiurieniirrirrrirr e rs e eans 5,000

Advertising EXPENSES .......ccevruiriirrrrniniierrrrae e 15,000

Depreciation eXPenSe.......covveeriiierrinrernneerenneeeenesennns 5,000 95,000
Net operating iINCOME.......oovviiiiniiiniii e £ 82,000
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