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File: 8e_ BGN_CHO02_TB, Chapter 2, Job-Order Costing: Calculating Unit Product Costs

True/False

[QUESTION]

1. A cost driver is a factor, such as machine-hours, beds occupied, computer time, or flight-hours, that causes
direct costs.

Answer: F

Difficulty: 2 Medium
Learning Objective: 02-01
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

2. Job-order costing systems often use allocation bases that do not reflect how jobs actually use overhead
resources.

Answer: T

Difficulty: 2 Medium
Learning Objective: 02-01
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

3. An employee time ticket is an hour-by-hour summary of the employee’s activities throughout the day.
Answer: T

Difficulty: 1 Easy

Learning Objective: 02-Other
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

4. The formula for computing the predetermined overhead rate is:
Predetermined overhead rate = Estimated total amount of the allocation base + Estimated total manufacturing
overhead cost

Answer: F

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Bloom’s: Remember

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:
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[QUESTION]

5. Generally speaking, when going through the process of computing a predetermined overhead rate, the
estimated total manufacturing overhead cost is determined before estimating the amount of the allocation
base.

Answer: F

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Bloom’s: Understand

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

6. If a job is not completed at year end, then no manufacturing overhead cost would be applied to that job
when a predetermined overhead rate is used.
Answer: F

Difficulty: 2 Medium

Learning Objective: 02-02

Topic Area:

Bloom’s: Understand

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

7. Actual overhead costs are not assigned to jobs in a job costing system.
Answer: T

Difficulty: 1 Easy

Learning Objective: 02-02
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

8. The amount of overhead applied to a particular job equals the actual amount of overhead caused by the
job.

Answer: F

Difficulty: 1 Easy

Learning Objective: 02-02
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]
9. If the overhead rate is computed annually based on the actual costs and activity for the year, the
manufacturing overhead assigned to any particular job can be computed as soon as the job is completed.



Answer: F

Difficulty: 1 Easy

Learning Objective: 02-02
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

10. Job cost sheets contain entries for actual direct material, actual direct labor, and actual manufacturing
overhead cost incurred in completing a job.
Answer: F

Difficulty: 2 Medium

Learning Objective: 02-03

Topic Area:

Bloom’s: Understand

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

11. In a job-order cost system, indirect labor is assigned to a job using information from the employee time
ticket.

Answer: F

Difficulty: 3 Hard

Learning Objective: 02-03
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

12. If the allocation base in the predetermined overhead rate does not drive overhead costs, it will
nevertheless provide reasonably accurate unit product costs because of the averaging process.
Answer: F

Difficulty: 1 Easy

Learning Objective: 02-03

Topic Area:

Bloom’s: Understand

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

13. A job cost sheet is used to record how much a customer pays for the job once the job is completed.
Answer: F

Difficulty: 2 Medium

Learning Objective: 02-03

Topic Area:

Bloom’s: Understand



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

[QUESTION]

14. In a job-order costing system, costs are traced to individual units of product. The sum total of such traced
costs is called the unit product cost.
Answer: F

Difficulty: 2 Medium

Learning Objective: 02-03

Topic Area:

Bloom’s: Understand

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

[QUESTION]

15. The fact that one department may be labor intensive while another department is machine intensive
explains in part why multiple predetermined overhead rates are often used in larger companies.
Answer: T

Difficulty: 1 Easy

Learning Objective: 02-04

Topic Area:

Bloom’s: Remember

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

16. A company will improve job cost accuracy by using multiple overhead rates even if it cannot identify more
than one overhead cost driver.
Answer: F

Difficulty: 2 Medium

Learning Objective: 02-04
Topic Area:

Bloom’s: Understand

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

[QUESTION]

17. The appeal of using multiple departmental overhead rates is that they presumably provide a more
accurate accounting of the costs caused by jobs.
Answer: T

Difficulty: 1 Easy

Learning Objective: 02-04

Topic Area:

Bloom’s: Understand

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:



[QUESTION]

18. The costs attached to products that have not been sold are included in ending inventory on the balance
sheet.

Answer: T

Difficulty: 1 Easy

Learning Objective: 02-Other
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

19. In absorption costing, nonmanufacturing costs are assigned to units of product.
Answer: F

Difficulty: 1 Easy

Learning Objective: 02-Other
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

20. An employee time ticket is used to record points that are earned by employees based on the hours they
worked that can be used to pay for coffee, food in the cafeteria, and even in some cases for vacation travel.
Answer: F

Difficulty: 1 Easy

Learning Objective: 02-Other

Topic Area:

Bloom’s: Understand

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

21. A bill of materials is a document that lists the type and quantity of each type of direct material needed to
complete a unit of product.
Answer: T

Difficulty: 1 Easy

Learning Objective: 02-Other
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

22. Most countries require some form of absorption costing for external reports.
Answer: T

Difficulty: 1 Easy



Learning Objective: 02-Other
Topic Area:

Bloom’s: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

Multiple Choice

[QUESTION]

23. In a job-order costing system that is based on machine-hours, which of the following formulas is correct?
A) Predetermined overhead rate = Actual manufacturing overhead + Actual machine-hours

B) Predetermined overhead rate = Actual manufacturing overhead + Estimated machine-hours

C) Predetermined overhead rate = Estimated manufacturing overhead + Estimated machine-hours
D) Predetermined overhead rate = Estimated manufacturing overhead + Actual machine-hours
Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Remember

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

24. Which of the following is the correct formula to compute the predetermined overhead rate?

A) Predetermined overhead rate = Estimated total units in the allocation base + Estimated total manufacturing
overhead costs

B) Predetermined overhead rate = Estimated total manufacturing overhead costs + Estimated total units in the
allocation base

C) Predetermined overhead rate = Actual total manufacturing overhead costs + Estimated total units in the
allocation base

D) Predetermined overhead rate = Estimated total manufacturing overhead costs + Actual total units in the
allocation base.

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Remember

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

25. Assigning manufacturing overhead to a specific job is complicated by all of the below except:

A) Manufacturing overhead is an indirect cost that is either impossible or difficult to trace to a particular job.

B) Manufacturing overhead is incurred only to support some jobs.

C) Manufacturing overhead consists of both variable and fixed costs.

D) The average cost of actual fixed manufacturing overhead expenses will vary depending on how many units
are produced in a period.

Answer: B

Difficulty: 2 Medium



Learning Objective: 02-02
Topic Area:

Blooms: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

26. Which of the following statements about using a plantwide overhead rate based on direct labor is correct?
A) Using a plantwide overhead rate based on direct labor-hours will ensure that direct labor costs are
correctly traced to jobs.

B) Using a plantwide overhead rate based on direct labor costs will ensure that direct labor costs will be
correctly traced to jobs.

C) It is often overly simplistic and incorrect to assume that direct labor-hours is a company’s only
manufacturing overhead cost driver.

D) The labor theory of value ensures that using a plantwide overhead rate based on direct labor will do a
reasonably good job of assigning overhead costs to jobs.

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-03

Topic Area:

Blooms: Understand

AACSB: Reflective Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

[QUESTION]

27. Which of the following would usually be found on a job cost sheet under a normal cost system?
Actual direct Actual manufacturing
material cost overhead cost

A) Yes Yes

B) Yes No

C) No Yes

D) No No

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-03
Topic Area:

Blooms: Remember
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

28. Which of the following statements is not correct concerning multiple overhead rate systems?

A) A multiple overhead rate system is more complex than a system based on a single plantwide overhead
rate.

B) A multiple overhead rate system is usually more accurate than a system based on a single plantwide
overhead rate.

C) A company may choose to create a separate overhead rate for each of its production departments.

D) In departments that are relatively labor-intensive, their overhead costs should be applied to jobs based on
machine-hours rather than on direct labor-hours.



Answer: D

Difficulty: 1 Easy

Learning Objective: 02-04
Topic Area:

Blooms: Understand
AACSB: Reflective Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

[QUESTION]

29. Johansen Corporation uses a predetermined overhead rate based on direct labor-hours to apply
manufacturing overhead to jobs. The Corporation has provided the following estimated costs for the next
year:

Direct materials .........c.ccccoeeeviveeeiieeennen $6,000
Direct 1abor ..........cocvevcieiiie i $20,000
Rent on factory building..............ccoe.... $15,000
Sales salaries .......ccoceeeveevcvieeiiee e, $25,000
Depreciation on factory equipment ....... $8,000
Indirect [abor...........ccoeeviieiiiiciecc, $12,000
Production supervisor's salary .............. $15,000

Jameson estimates that 20,000 direct labor-hours will be worked during the year. The predetermined
overhead rate per hour will be:
A) $2.50 per direct labor-hour
B) $2.79 per direct labor-hour
C) $3.00 per direct labor-hour
D) $4.00 per direct labor-hour
Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01
Topic Area:

Blooms: Apply

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

Feedback:
Rent on factory building.........ccc.cccoeeee.. $15,000
Depreciation on factory equipment ....... 8,000
Indirect 1abor.........ccooeeiiiiiiie e 12,000
Production supervisor's salary .............. 15,000
Manufacturing overhead........................ $50,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base
Predetermined overhead rate = $50,000 + 20,000 direct labor-hours = $2.50 per direct labor-hour

[QUESTION]

30. The Silver Corporation uses a predetermined overhead rate to apply manufacturing overhead to jobs. The
predetermined overhead rate is based on labor cost in Dept. A and on machine-hours in Dept. B. At the
beginning of the year, the Corporation made the following estimates:

Dept. A Dept. B
Direct labor cost ................... $60,000  $40,000
Manufacturing overhead....... $90,000 $45,000



Direct labor-hours................. 6,000 9,000
Machine-hours........cccccoeeee. 2,000 15,000

What predetermined overhead rates would be used in Dept. A and Dept. B, respectively?
A) 67% and $3.00

B) 150% and $5.00

C) 150% and $3.00

D) 67% and $5.00

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Ciritical Thinking

AICPA: FN Measurement

Feedback:

Dept. A

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

Predetermined overhead rate = $90,000 + $60,000 = 150% of direct labor cost

Dept. B

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

Predetermined overhead rate = $45,000 + 15,000 machine-hours = $3.00 per machine-hour

[QUESTION]

31. Purves Corporation is using a predetermined overhead rate that was based on estimated total fixed
manufacturing overhead of $121,000 and 10,000 direct labor-hours for the period. The company incurred
actual total fixed manufacturing overhead of $113,000 and 10,900 total direct labor-hours during the period.
The predetermined overhead rate is closest to:

A) $10.37

B) $12.10

C) $11.10

D) $11.30

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:
Estimated total fixed manufacturing overhead (a)... $121,000
Estimated activity level (D)........ooooiiiiiiiiiiiieee. 10,000
Predetermined overhead rate (a) + (b)........ccuveeenen. $12.10
[QUESTION]

32. Reamer Corporation uses a predetermined overhead rate based on machine-hours to apply
manufacturing overhead to jobs. The Corporation has provided the following estimated costs for next year:

Direct materials ........coeeeveeeveeeeaenn.. $1,000
Direct 1abor ......oooeeeeeeeeeee $3,000
Sales commisSioNS......ccovevvveeeeeeenees $4,000



Salary of production supervisor........ $2,000

Indirect materials .........cccceeevviveenenne, $400
Advertising exXpense..........ccoceeeveeenee. $800
Rent on factory equipment ............... $1,000

Reamer estimates that 500 direct labor-hours and 1,000 machine-hours will be worked during the year. The
predetermined overhead rate per hour will be:
A) $6.80 per machine-hour

B) $6.00 per machine-hour

C) $3.00 per machine-hour

D) $3.40 per machine-hour

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:
Salary of production supervisor.............. $2,000
Indirect materials...........cccceevviiiiiinnnnnn, 400
Rent on factory equipment.................... 1,000
Total manufacturing overhead ............... $3,400

Predetermined overhead rate = Estimated total manufacturing overhead + Estimated total amount of the
allocation base = $3,400 + 1,000 machine-hours = $3.40 per machine-hour

[QUESTION]
33. Baj Corporation uses a predetermined overhead rate base on machine-hours that it recalculates at the
beginning of each year. The company has provided the following data for the most recent year.

Estimated total fixed manufacturing overhead from the

beginning of the year..........cccoiii e, $534,000
Estimated activity level from the beginning of the year..... 30,000 machine-hours
Actual total fixed manufacturing overhead......................... $487,000
Actual activity level ... 27,400 machine-hours

The predetermined overhead rate per machine-hour would be closest to:
A) $17.80

B) $19.49

C) $16.23

D) $17.77

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:

Estimated total fixed manufacturing overhead (a)... $534,000
Estimated activity level (D)......cccocveiiiiiiiiieeeee 30,000
Predetermined overhead rate (&) + (0)........ccceeen.ee. $17.80



[QUESTION]
34. Giannitti 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............ccccccoviiininenne 36,000
Estimated variable manufacturing overhead........... $3.01 per machine-hour
Estimated total fixed manufacturing overhead........ $1,058,040

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

A) $29.39 per machine-hour

B) $32.40 per machine-hour

C) $32.81 per machine-hour

D) $3.01 per machine-hour

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead = $1,058,040 + ($3.01 per machine-hour x 36,000 machine-hours) =
$1,166,400

Predetermined overhead rate = Estimated total manufacturing overhead + Estimated total amount of the
allocation base = $1,166,400 + 36,000 machine-hours = $32.40 per machine-hour

[QUESTION]

35. Gilchrist 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 Corporation estimated the machine-
hours for the upcoming year at 79,000 machine-hours. The estimated variable manufacturing overhead was
$7.38 per machine-hour and the estimated total fixed manufacturing overhead was $2,347,090. The
predetermined overhead rate for the recently completed year was closest to:

A) $37.09 per machine-hour

B) $36.07 per machine-hour

C) $7.38 per machine-hour

D) $29.71 per machine-hour

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead = $2,347,090 + ($7.38 per machine-hour x 79,000 machine-hours) =
$2,930,110

Predetermined overhead rate = Estimated total manufacturing overhead + Estimated total amount of the
allocation base = $2,930,110 + 79,000 machine-hours = $37.09 per machine-hour

[QUESTION]

36. Dearden Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
total fixed manufacturing overhead cost of $144,000, variable manufacturing overhead of $2.00 per machine-
hour, and 60,000 machine-hours. The predetermined overhead rate is closest to:



A) $2.40 per machine-hour

B) $6.40 per machine-hour

C) $4.40 per machine-hour

D) $2.00 per machine-hour

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $144,000 + ($2.00 per machine-hour x 60,000 machine-hours) = $144,000 + $120,000 = $264,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $264,000 + 60,000 machine-hours = $4.40 per machine-hour

[QUESTION]

37. Longobardi 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 Corporation estimated the labor-
hours for the upcoming year at 46,000 labor-hours. The estimated variable manufacturing overhead was
$6.25 per labor-hour and the estimated total fixed manufacturing overhead was $1,026,260. The actual labor-
hours for the year turned out to be 41,200 labor-hours. The predetermined overhead rate for the recently
completed year was closest to:

A) $28.56 per labor-hour

B) $22.31 per labor-hour

C) $6.25 per labor-hour

D) $31.16 per labor-hour

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead = $1,026,260 + ($6.25 per labor-hour x 46,000 labor-hours) =
$1,313,760

Predetermined overhead rate = Estimated total manufacturing overhead + Estimated total amount of the
allocation base = $1,313,760 + 46,000 labor-hours = $28.56 per labor-hour

[QUESTION]

38. Valvano Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
total fixed manufacturing overhead cost of $440,000, variable manufacturing overhead of $2.20 per machine-
hour, and 50,000 machine-hours. The estimated total manufacturing overhead is closest to:

A) $440,000

B) $110,000

C) $440,002

D) $550,000

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01



Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $440,000 + ($2.20 per machine-hour x 50,000 machine-hours) = $440,000 + $110,000 = $550,000

[QUESTION]
39. Brothern 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 ............cccccceveeiiniiciinennn. 39,000
Estimated variable manufacturing overhead ........... $6.76 per machine-hour
Estimated total fixed manufacturing overhead......... $794,430

Actual machine-hours for the year ............ccccocveeene 42,700

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

A) $25.37 per machine-hour

B) $27.13 per machine-hour

C) $6.76 per machine-hour

D) $20.37 per machine-hour

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead =$794,430 + ($6.76 per machine-hour x 39,000 machine-hours) =
$1,058,070

Predetermined overhead rate = Estimated total manufacturing overhead + Estimated total amount of the
allocation base = $1,058,070 + 39,000 machine-hours = $27.13 per machine-hour

[QUESTION]
40. Steele Corporation uses a predetermined overhead rate based on machine-hours to apply manufacturing
overhead to jobs. Steele Corporation has provided the following estimated costs for next year:

Direct materials ..........ccoceeeerveeennne $20,000
Direct 1abor ........ccccoveevviiiieciecee, $60,000
Sales commissions...........cccevceveeneen. $80,000
Salary of production supervisor........ $40,000
Indirect materials ...........ccccoveeveennenne. $8,000
Advertising expense ........ccccccoeevuneee. $16,000
Rent on factory equipment................ $20,000

Steele estimates that 10,000 direct labor-hours and 16,000 machine-hours will be worked during the year.
The predetermined overhead rate per hour will be:

A) $4.25

B) $8.00

C) $9.00



D) $10.25

Answer: A

Difficulty: 2 Medium
Learning Objective: 02-01
Topic Area:

Blooms: Apply

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

Feedback:
Salary of production supervisor........ $40,000
Indirect materials.........ccccocovveeevinnenn. 8,000
Rent on factory equipment............... 20,000
Manufacturing overhead........................ $68,000

Predetermined overhead rate = Estimated total manufacturing overhead + Estimated total amount of the
allocation base
Predetermined overhead rate = $68,000 + 16,000 machine-hours = $4.25 per machine-hour

[QUESTION]

41. Helland Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct 1abor-hoUrs ... 30,000
Total fixed manufacturing overhead cost ........................... $189,000
Variable manufacturing overhead per direct labor-hour.......... $2.50

The predetermined overhead rate is closest to:

A) $2.50 per direct labor-hour

B) $11.30 per direct labor-hour

C) $6.30 per direct labor-hour

D) $8.80 per direct labor-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $189,000 + ($2.50 per direct labor-hour x 30,000 direct labor-hours) = $189,000 + $75,000 =
$264,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $264,000 + 30,000 direct labor-hours = $8.80 per direct labor-hour

[QUESTION]

42. Laflame Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total Machin@-NOUIS.......c..coiiiiieiee e 70,000
Total fixed manufacturing overhead cost ........ccccceeevvvcivinnnnnnn. $357,000



Variable manufacturing overhead per machine-hour.............. $3.90

The estimated total manufacturing overhead is closest to:

A) $273,000

B) $630,000

C) $357,004

D) $357,000

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $357,000 + ($3.90 per machine-hour x 70,000 machine-hours) = $357,000 + $273,000 = $630,000

[QUESTION]
43. Almaraz Corporation has two manufacturing departments--Forming and Finishing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Forming Finishing Total
Estimated total machine-hours (MHS)..........cccccvvvvvvninininnnnn. 7,000 3,000 10,000
Estimated total fixed manufacturing overhead cost ............. $40,600 $8,100  $48,700
Estimated variable manufacturing overhead cost per MH ... $1.30 $2.80

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours. That predetermined manufacturing overhead rate is closest to:

A) $6.62

B) $4.87

C) $4.10

D) $7.10

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Forming
Estimated fixed manufacturing overhead............cccccooiiiiiiiiiiiini e $40,600
Estimated variable manufacturing overhead ($1.30 per MH x 7,000 MHSs)...... 9,100
Estimated total manufacturing overhead COSt...........ooocciiiiiiiiiiiiiiiiie e $49,700
Finishing
Estimated fixed manufacturing overhead............cccccooiiiiiiiiiii e $8,100
Estimated variable manufacturing overhead ($2.80 per MH x 3,000 MHS)....... 8,400

Estimated total manufacturing overhead COSt...........occceveiiiiiiiiniiee e, $16,500



The second step is to combine the estimated manufacturing overhead costs in the two departments ($49,700
+ $16,500 = $66,200) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $66,200

Estimated total machine hours...........cccccoeveernee 10,000 MHs

Predetermined overhead rate.............ccccoevviieernnnn $6.62 per MH
[QUESTION]

44. Bernson Corporation is using a predetermined overhead rate that was based on estimated total fixed
manufacturing overhead of $492,000 and 30,000 machine-hours for the period. The company incurred actual
total fixed manufacturing overhead of $517,000 and 28,300 total machine-hours during the period. The
amount of manufacturing overhead that would have been applied to all jobs during the period is closest to:
A) $464,120

B) $492,000

C) $487,703

D) $25,000

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:
Estimated total fixed manufacturing overhead (a)... $492,000
Estimated activity level (D)......cccocveeiiiiiiiieeeee 30,000
Predetermined overhead rate (&) + (0)........ccceen.ee. $16.40
Actual activity [evel ..., 28,300
Manufacturing overhead applied.............ccocveeennee $464,120
[QUESTION]

45. Beat Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total machine-hours...........cccccoii e 40,000
Total fixed manufacturing overhead cost .......................... . $344,000
Variable manufacturing overhead per machine-hour.............. $3.90

Recently, Job M759 was completed. It required 60 machine-hours. The amount of overhead applied to Job
M759 is closest to:

A) $750

B) $516

C) $984

D) $234

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Apply

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



Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $344,000 + ($3.90 per machine-hour x 40,000 machine-hours) = $344,000 + $156,000 = $500,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $500,000 + 40,000 machine-hours = $12.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.50 per machine-hour x 60 machine-hours = $750

[QUESTION]
46. Mundorf Corporation has two manufacturing departments--Forming and Assembly. The company used
the following data at the beginning of the year to calculate predetermined overhead rates:

Forming Assembly Total
Estimated total machine-hours (MHS) ..........cccocccvvieeeeeninins 9,000 1,000 10,000
Estimated total fixed manufacturing overhead cost ............. $52,200 $2,400 $54,600
Estimated variable manufacturing overhead cost per MH ... $2.00 $2.10

During the most recent month, the company started and completed two jobs--Job B and Job H. There were
no beginning inventories. Data concerning those two jobs follow:

Job B Job H
Forming machine-hours ........... 6,100 2,900
Assembly machine-hours......... 400 600

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours. The amount of manufacturing overhead applied to Job B is closest to:

A) $48,555

B) $35,490

C) $2,988

D) $45,567

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Forming
Estimated fixed manufacturing overhead............cccccoiiiiiiiiiiii e $52,200
Estimated variable manufacturing overhead ($2.00 per MH x 9,000 MHS)...... 18,000
Estimated total manufacturing overhead COSt...........oooccuiiiiiieiiiiiiiiie e $70,200
Assembly
Estimated fixed manufacturing overhead............cccccoiiiiiiiiiiie e $2,400
Estimated variable manufacturing overhead ($2.10 per MH x 1,000 MHS)...... 2,100
Estimated total manufacturing overhead COSt...........oooccuiiiiiiiiiiiiiiiieee $4,500

The second step is to combine the estimated manufacturing overhead costs in the two departments ($70,200
+ $4,500 = $74,700) to calculate the plantwide predetermined overhead rate as follow:



Estimated total manufacturing overhead cost ....... $74,700
Estimated total machine hours...........cccccoevieeenee 10,000 MHs
Predetermined overhead rate............cccccceeevennnnen. $7.47 per MH

The overhead applied to Job B is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $7.47 per MH x (6,100 MHs + 400 MHs)

= $7.47 per MH x (6,500 MHs)

= $48,555

[QUESTION]
47. Parido Corporation has two manufacturing departments--Casting and Assembly. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Casting Assembly Total
Estimated total machine-hours (MHS) ........cccccceviiiiiinnnnenn. 8,000 2,000 10,000
Estimated total fixed manufacturing overhead cost ............. $44,000 $4,200  $48,200
Estimated variable manufacturing overhead cost per MH ... $1.90 $3.00

During the most recent month, the company started and completed two jobs--Job A and Job H. There were
no beginning inventories. Data concerning those two jobs follow:

Job A Job H
Casting machine-hours ............ 5,400 2,600
Assembly machine-hours......... 800 1,200

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours. The amount of manufacturing overhead applied to Job H is closest to:

A) $8,328

B) $26,372

C) $18,316

D) $18,044

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Casting
Estimated fixed manufacturing overhead............cccccooiiiiiiiiiiiie e $44,000
Estimated variable manufacturing overhead ($1.90 per MH x 8,000 MHS)...... 15,200
Estimated total manufacturing overhead COSt...........ooocuiiiiiiieiiiiiiiieee $59,200
Assembly
Estimated fixed manufacturing overhead............cccccooiiiiiiiiiiiiie e $4,200
Estimated variable manufacturing overhead ($3.00 per MH x 2,000 MHS)...... 6,000
Estimated total manufacturing overhead COSt...........ooocuiiiiiiiiiiiiiiie e $10,200

The second step is to combine the estimated manufacturing overhead costs in the two departments ($59,200
+ $10,200 = $69,400) to calculate the plantwide predetermined overhead rate as follow:



Estimated total manufacturing overhead cost ....... $69,400
Estimated total machine hours...........ccccoeevieennen 10,000 MHs
Predetermined overhead rate.............ccccoevviieernnne $6.94 per MH

The overhead applied to Job H is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.94 per MH x (2,600 MHs + 1,200 MHs)

= $6.94 per MH x (3,800 MHs)

= $26,372

[QUESTION]

48. Juanita Corporation uses a job-order costing system and applies overhead on the basis of direct labor
cost. At the end of October, Juanita had one job still in process. The job cost sheet for this job contained the
following information:

Direct materials .........c..ccooeeevveeenneenne, $480
Direct [abor .........cocceeeveveeeeieee e $150
Manufacturing overhead applied....... $600

An additional $100 of labor was needed in November to complete this job. For this job, how much should
Juanita have transferred to finished goods inventory in November when it was completed?
A) $1,330

B) $500

C) $1,230

D) $1,730

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Overhead applied = Predetermined overhead rate x Amount of the allocation base incurred
$600 = Predetermined overhead rate x $150

Predetermined overhead rate = $600 + $150 = 4.0

Direct materialS ........cccvveeiiiiieeeiiiee e $480

Direct labor ($150 + $100) ......covcvvveiiiiiieeiiieeee 250

Manufacturing overhead applied (4.0 x $250) ....... 1,000

Total product COSt.......uuuviieeeiiiiiieee e, $1,730
[QUESTION]

49. Carradine Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
total fixed manufacturing overhead cost of $105,000, variable manufacturing overhead of $3.00 per machine-
hour, and 70,000 machine-hours. The company recently completed Job P233 which required 60 machine-
hours. The amount of overhead applied to Job P233 is closest to:

A) $90

B) $270

C) $450

D) $180

Answer: B



Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $105,000 + ($3.00 per machine-hour x 70,000 machine-hours) = $105,000 + $210,000 = $315,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $315,000 + 70,000 machine-hours = $4.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $4.50 per machine-hour x 60 machine-hours = $270

[QUESTION]
50. Fusaro Corporation uses a predetermined overhead rate base on machine-hours that it recalculates at the
beginning of each year. The company has provided the following data for the most recent year.

Estimated total fixed manufacturing overhead from the

beginning of the year...........cccocvee i, $684,000
Estimated activity level from the beginning of the year ..... 40,000 machine-hours
Actual total fixed manufacturing overhead....................... $616,000
Actual activity level ... 37,700 machine-hours

The amount of manufacturing overhead that would have been applied to all jobs during the period is closest
to:

A) $644,670

B) $684,000

C) $68,000

D) $580,580

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Apply

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

Feedback:
Estimated total fixed manufacturing overhead (a)... $684,000
Estimated activity level (D)., 40,000
Predetermined overhead rate (&) + (bD)........ccuvveeeen. $17.10
Actual activity level ..........ccccooiiii e 37,700
Manufacturing overhead applied............cccoounieeeeen. $644,670
[QUESTION]

51. Koelsch Corporation has two manufacturing departments--Molding and Customizing. The company used
the following data at the beginning of the year to calculate predetermined overhead rates:

Molding  Customizing Total
Estimated total machine-hours (MHS) ........ccccccceviiiiieninnen, 1,000 9,000 10,000
Estimated total fixed manufacturing overhead cost ............. $4,000 $25,200 $29,200



Estimated variable manufacturing overhead cost per MH ... $2.00 $3.00

During the most recent month, the company started and completed two jobs--Job F and Job K. There were no
beginning inventories. Data concerning those two jobs follow:

Job F Job K
Direct materials...........c...ccuec..... $12,300 $8,400
Direct labor cost..........c.ccveeeee. $18,200 $6,800
Molding machine-hours............ 700 300
Customizing machine-hours..... 3,600 5,400

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours and uses a markup of 50% on manufacturing cost to establish selling prices. The calculated selling
price for Job K is closest to:

A) $72,561

B) $79,817

C) $24,187

D) $48,374

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Molding
Estimated fixed manufacturing overhead............ccceevvvvvviiiiiiiiiieiiieiiieeeveeeeeeeees $4,000
Estimated variable manufacturing overhead ($2.00 per MH x 1,000 MHS)...... 2,000
Estimated total manufacturing overhead COSt............ooevvvvvviiiiiiiiiieiiieeeeeieieeeees $6,000
Customizing
Estimated fixed manufacturing overhead............ccceevvvvvviiiiiiiiiieiieeiieeeeeeeeeeeeees $25,200
Estimated variable manufacturing overhead ($3.00 per MH x 9,000 MHS)...... 27,000
Estimated total manufacturing overhead COSt ............coevvvviviiiiiiiieieiiieieieeeeeeeees $52,200

The second step is to combine the estimated manufacturing overhead costs in the two departments ($6,000 +
$52,200 = $58,200) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $58,200
Estimated total machine hours...........cccccveeeeeeeeens 10,000 MHs
Predetermined overhead rate.............cccceevvieennnnn $5.82 per MH

The overhead applied to Job K is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.82 per MH x (300 MHs + 5,400 MHSs)

= $5.82 per MH x (5,700 MHs)

=$33,174

Job K’s manufacturing cost:
Direct materialS...........ccocerereereeeenne. $8,400



Direct labor coSt..........ccccvvviiieriiinnen. 6,800
Manufacturing overhead applied....... 33,174
Total manufacturing cost................... $48,374

The selling price for Job K:

Total manufacturing cost............... $48,374

Markup (50%) ........ovoveeeeeeeerreenenn. 24,187

Selling Price .....cooeeeeveecieeecieeen $72,561
[QUESTION]

52. Thach Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $665,000, variable manufacturing overhead of $3.00 per machine-hour,
and 70,000 machine-hours. Recently, Job T321 was completed with the following characteristics:

Number of units in the job .............. 30
Total machine-hours...........c.c.......... 90
Direct materials............cooeeevvvevreenn. $630
Direct 1abor COSt........ccovvveecieeereeenn, $2,880

The unit product cost for Job T321 is closest to:

A) $117.00

B) $58.50

C) $154.50

D) $51.50

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $665,000 + ($3.00 per machine-hour x 70,000 machine-hours) = $665,000 + $210,000 = $875,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $875,000 + 70,000 machine-hours = $12.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.50 per machine-hour x 90 machine-hours = $1,125

Direct materials...........ccccceveeveeereennne, $630
(D] 17701l F=1 o Yo | S 2,880
Manufacturing overhead applied....... 1,125
Total cost of Job T321...........ceeeen. $4,635
e. Total costof Job T321 (@) ..cceeevveeneee. $4,635
Number of units (b)........cccccevvienennn. 30
Unit product cost (@) + (D) ..ceeeveennnnnns $154.50

[QUESTION]



53. Tancredi Corporation has two manufacturing departments--Machining and Customizing. The company
used the following data at the beginning of the year to calculate predetermined overhead rates:

Machining  Customizing Total
Estimated total machine-hours (MHS) ..........cccccceviiiiieninnenn. 5,000 5,000 10,000
Estimated total fixed manufacturing overhead cost ............. $22,000 $11,500  $33,500
Estimated variable manufacturing overhead cost per MH ... $1.80 $3.00

During the most recent month, the company started and completed two jobs--Job E and Job J. There were no
beginning inventories. Data concerning those two jobs follow:

Job E Job J
Direct materials...........c...cc........ $12,800 $7,000
Direct labor cost.........cc..cove... $17,600 $7,700
Machining machine-hours ........ 3,400 1,600
Customizing machine-hours..... 2,000 3,000

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours. If both jobs are sold during the month, the company's cost of goods sold for the month would be
closest to:

A) $61,450

B) $41,150

C) $110,808

D) $102,600

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............cccccoviiiiiiin e, $22,000
Estimated variable manufacturing overhead ($1.80 per MH x 5,000 MHS)....... 9,000
Estimated total manufacturing overhead COSt...........occcoveiiiiiiiiniiiee e, $31,000
Customizing
Estimated fixed manufacturing overhead............cccccooiiiiiiiin e, $11,500
Estimated variable manufacturing overhead ($3.00 per MH x 5,000 MHS)....... 15,000
Estimated total manufacturing overhead COSt...........occcveiiiiiiiiiee e, $26,500

The second step is to combine the estimated manufacturing overhead costs in the two departments ($31,000
+ $26,500 = $57,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $57,500
Estimated total machine hours............ccccccoeviinneee. 10,000 MHs
Predetermined overhead rate..............cccccoevviinnneen. $5.75 per MH

The overhead applied to Job E is calculated as follows:
Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job



= $5.75 per MH x (3,400 MHs + 2,000 MHs)
= $5.75 per MH x (5,400 MHs)

= $31,050

Job E’s manufacturing cost:
Direct materials..........c.ccccoveevveeennennne. $12,800
Direct labor cOSt........ccoovviiiiiieeieennnns 17,600
Manufacturing overhead applied....... 31,050
Total manufacturing cost................... $61,450

The overhead applied to Job J is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.75 per MH x (1,600 MHs + 3,000 MHs)

= $5.75 per MH x (4,600 MHSs)

= $26,450

Job J’s manufacturing cost:
Direct materials..........c..cccoveevveeennennne. $7,000
Direct labor COSt........cccevvvvvvveveieeennnne. 7,700
Manufacturing overhead applied....... 26,450
Total manufacturing cost................... $41,150

Total manufacturing cost assigned to Job E ........ $61,450
Total manufacturing cost assigned to Job J......... 41,150

$102,60
Cost of goods SOId........cccoveiviiiiieeeeiiiiieeeee e 0

[QUESTION]

54. Session Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct 1abor-NOUrS .........cooi i 70,000
Total fixed manufacturing overhead cost ............................. $511,000
Variable manufacturing overhead per direct labor-hour.......... $2.10

Recently, Job K913 was completed with the following characteristics:

Total direct labor-hours .................. 150
Direct materials..........ccooeeveeeeeee.... $705
Direct [abor coSt........eeveeeeeeiaen.. $4,650

The total job cost for Job K913 is closest to:
A) $6,060

B) $2,115

C) $6,765

D) $5,355

Answer: C

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking



AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $511,000 + ($2.10 per direct labor-hour x 70,000 direct labor-hours) = $511,000 + $147,000 =
$658,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $658,000 + 70,000 direct labor-hours = $9.40 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.40 per direct labor-hour x 150 direct labor-hours = $1,410

Direct materialS.........c.ccovvveevvvereeennnnn. $705

Direct [abor ........ccveeviiiiiiiiieeeeeeeeeias 4,650

Manufacturing overhead applied....... 1,410

Total cost of Job K913........ceeevverennee. $6,765
[QUESTION]

55. Pebbles Corporation has two manufacturing departments--Casting and Finishing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Casting Finishing Total
Estimated total machine-hours (MHS) ........cccccceviiieieninnenn. 2,000 3,000 5,000
Estimated total fixed manufacturing overhead cost ............. $9,800 $6,300 $16,100
Estimated variable manufacturing overhead cost per MH ... $2.00 $2.40

During the most recent month, the company started and completed two jobs--Job A and Job L. There were no
beginning inventories. Data concerning those two jobs follow:

Job A Job L
Direct materials...........cccccce..e. $15,400 $9,600
Direct labor cost..........cccceeueeeee $24,900 $6,200
Casting machine-hours ............ 1,400 600
Finishing machine-hours .......... 1,200 1,800

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours. The total manufacturing cost assigned to Job L is closest to:

A) $9,600

B) $6,200

C) $28,904

D) $13,104

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Casting
Estimated fixed manufacturing overhead............cccccooviiiiii e, $9,800



Estimated variable manufacturing overhead ($2.00 per MH x 2,000 MHS)...... 4,000

Estimated total manufacturing overhead COSt............cccccvviveieei i, $13,800
Finishing

Estimated fixed manufacturing overhead...........cccccccoviiiiiieeie e $6,300

Estimated variable manufacturing overhead ($2.40 per MH x 3,000 MHS)...... 7,200

Estimated total manufacturing overhead COSt............cccccviiveiee i, $13,500

The second step is to combine the estimated manufacturing overhead costs in the two departments ($13,800
+ $13,500 = $27,300) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $27,300
Estimated total machine hours...........cccccovieernne 5,000 MHs
Predetermined overhead rate.............cccceevviieernnne $5.46 per MH

The overhead applied to Job L is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.46 per MH x (600 MHs + 1,800 MHs)

= $5.46 per MH x (2,400 MHSs)

=$13,104

Job L’'s manufacturing cost:
Direct materials..........c..cccoveevveeennennne. $9,600
Direct labor cOSt........ccovvviiiiiieiieennnns 6,200
Manufacturing overhead applied....... 13,104
Total manufacturing cost................... $28,904

[QUESTION]

56. Stockmaster Corporation has two manufacturing departments--Forming and Assembly. The company
used the following data at the beginning of the year to calculate predetermined overhead rates:

Forming Assembly Total
Estimated total machine-hours (MHS)..........c.ccccvvvvvviiniinnnnnns 5,000 5,000 10,000
Estimated total fixed manufacturing overhead cost ............. $27,000 $10,500 $37,500
Estimated variable manufacturing overhead cost per MH ... $1.10 $2.80

During the most recent month, the company started and completed two jobs--Job C and Job H. There were
no beginning inventories. Data concerning those two jobs follow:

Job C Job H
Direct materials...........ccccccee..e. $11,200 $7,500
Direct labor cost..........cccceeveeeee $21,000 $7,800
Forming machine-hours ........... 3,400 1,600
Assembly machine-hours......... 2,000 3,000

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours and uses a markup of 40% on manufacturing cost to establish selling prices. The calculated selling
price for Job C is closest to:

A) $96,989

B) $88,172

C) $25,192

D) $62,980

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01



Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Forming
Estimated fixed manufacturing overhead...........ccccccovviiiiieeee e $27,000
Estimated variable manufacturing overhead ($1.10 per MH x 5,000 MHS)...... 5,500
Estimated total manufacturing overhead COSt............cccccviieeieei i, $32,500
Assembly
Estimated fixed manufacturing overhead............ccccevvvvvvviiiieiiiiieiiieieieeeeeeeeeeeeens $10,500
Estimated variable manufacturing overhead ($2.80 per MH x 5,000 MHS)...... 14,000
Estimated total manufacturing overhead COSt............covvvvvviiiiiiieiiiiieieieieieeeeees $24,500

The second step is to combine the estimated manufacturing overhead costs in the two departments ($32,500
+ $24,500 = $57,000) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $57,000
Estimated total machine hours...........ccccceeeeeeeeens 10,000 MHs
Predetermined overhead rate..........c.ccoccceevveeniiennne $5.70 per MH

The overhead applied to Job C is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.70 per MH x (3,400 MHs + 2,000 MHSs)

= $5.70 per MH x (5,400 MHs)

= $30,780
Job C’s manufacturing cost:
Direct materials..........ccccvvvvvvvveeeeennnn. $11,200
Direct labor cOSt.......cccovviiciiiiiiieeenns 21,000
Manufacturing overhead applied....... 30,780
Total manufacturing cost................... $62,980
The selling price for Job C:
Total manufacturing cost............... $62,980
Markup (4090) .......cccoevvveeeeiiieeennne. 25,192
Selling price ......ccoooveeeiiieeeiiiieeee $88,172
[QUESTION]

57. Atteberry Corporation has two manufacturing departments--Machining and Finishing. The company used
the following data at the beginning of the year to calculate predetermined overhead rates:

Machining Finishing Total
Estimated total machine-hours (MHS) ..........ccoeciiiinnns 6,000 4,000 10,000
Estimated total fixed manufacturing overhead cost ............. $30,000 $11,200 $41,200
Estimated variable manufacturing overhead cost per MH ... $2.00 $2.40

During the most recent month, the company started and completed two jobs--Job E and Job L. There were no
beginning inventories. Data concerning those two jobs follow:



Job E Job L

Direct materials...........cc.cceeueeene $13,400 $9,100
Direct labor COSt.........cceevueennene $24,500 $7,000
Machining machine-hours ........ 4,100 1,900
Finishing machine-hours .......... 1,600 2,400

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours. The total manufacturing cost assigned to Job E is closest to:

A) $24,500

B) $35,796

C) $13,400

D) $73,696

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Fee The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............cccccooiiiiiiniiin e, $30,000
Estimated variable manufacturing overhead ($2.00 per MH x 6,000 MHS)...... 12,000
Estimated total manufacturing overhead COSt...........occcoveiiiiiiiiniiie e, $42,000
Finishing
Estimated fixed manufacturing overhead...........ccccccovviiiiiiiie e $11,200
Estimated variable manufacturing overhead ($2.40 per MH x 4,000 MHS)...... 9,600
Estimated total manufacturing overhead COSt...........occcvveiiiiiiiiiieee, $20,800

The second step is to combine the estimated manufacturing overhead costs in the two departments ($42,000
+ $20,800 = $62,800) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $62,800
Estimated total machine hours...........cccccveeeeeeeenns 10,000 MHs
Predetermined overhead rate..............cccccceeveeeen. $6.28 per MH

The overhead applied to Job E is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.28 per MH x (4,100 MHs + 1,600 MHSs)

= $6.28 per MH x (5,700 MHs)

= $35,796

Job E’s manufacturing cost:
Direct materials.........cccooooevvvvevvnnennenn. $13,400
Direct labor CoSt..........ccccevvviieeiininen. 24,500
Manufacturing overhead applied....... 35,796
Total manufacturing cost................... $73,696

[QUESTION]



58. Coates Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $249,000, variable manufacturing overhead of $3.80 per machine-hour,
and 30,000 machine-hours. The company has provided the following data concerning Job X784 which was
recently completed:

Number of units in the job .............. 50
Total machine-hours....................... 250
Direct materials.........ccccceveveverenenen.. $470
Direct 1abor COSt........ccoovveeeiveeereenn, $5,500

If the company marks up its unit product costs by 30% then the selling price for a unit in Job X784 is closest
to:

A) $253.87

B) $233.87

C) $53.97

D) $155.22

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $249,000 + ($3.80 per machine-hour x 30,000 machine-hours) = $249,000 + $114,000 = $363,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $363,000 + 30,000 machine-hours = $12.10 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.10 per machine-hour x 250 machine-hours = $3,025

Direct materials...........ccccccvevveeereennennn, $470
Direct 1abor ... 5,500
Manufacturing overhead applied....... 3,025
Total cost of Job X784...................... $8,995
e. Total cost of Job X784 (@) .......c.c....... $8,995
Number of units (B)........ccccevvienennne. 50
Unit product cost (&) + (B)......ccceennn.e. $179.90
Unit product cost for Job X784 .......... $179.90
Markup (30% x $179.90).........ccc...... 53.97
Selling price .....ccoveeiviieiiiee e $233.87
[QUESTION]

59. Sutter Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total Machin@-NOUIS.........c.eviiiiiiii e 10,000
Total fixed manufacturing overhead COSt ..........ccceeviiiiiiieenen. $35,000



Variable manufacturing overhead per machine-hour.............. $2.20

Recently, Job T369 was completed with the following characteristics:

Number of units in the job .............. 10
Total machine-hours....................... 40
Direct materials.........cccocvvveveverenenen.. $750
Direct 1abor COSt........couvuveveverirenanan., $1,560

If the company marks up its unit product costs by 20% then the selling price for a unit in Job T369 is closest
to:

A) $324.56

B) $304.56

C) $277.20

D) $50.76

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $35,000 + ($2.20 per machine-hour x 10,000 machine-hours) = $35,000 + $22,000 = $57,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $57,000 + 10,000 machine-hours = $5.70 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.70 per machine-hour x 40 machine-hours = $228

Direct materials...........ccccccvevveeeveennennn, $750
Direct 1abor ... 1,560
Manufacturing overhead applied....... 228
Total cost of Job T369.........cccccuveeee. $2,538
e. Total cost of Job T369 (a) ................. $2,538
Number of units (b).........ccccccvvvnnnnnne. 10
Unit product cost (&) + (B)......coeeennnee. $253.80
Unit product cost for Job T369 .......... $253.80
Markup (20% x $253.80)..........cc....... 50.76
Selling Price ...veveveeeveeecee e $304.56
[QUESTION]

60. Doakes Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct [abor-hours ..o, 60,000
Total fixed manufacturing overhead COSt ..........ccceeviiiiiiieenen. $378,000
Variable manufacturing overhead per direct labor-hour.......... $2.20



Recently, Job M843 was completed with the following characteristics:

Number of units in the job .............. 60
Total direct labor-hours .................. 120
Direct materials.........cccocveveveverenenen.. $630
Direct 1abor COSt........couvuvevevererenanan., $2,400

The unit product cost for Job M843 is closest to:

A) $33.75

B) $67.50

C) $27.50

D) $50.50

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $378,000 + ($2.20 per direct labor-hour x 60,000 direct labor-hours) = $378,000 + $132,000 =
$510,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $510,000 + 60,000 direct labor-hours = $8.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.50 per direct labor-hour x 120 direct labor-hours = $1,020

Direct materials...........cccccevevvveereennennn, $630

Direct 1abor ... 2,400

Manufacturing overhead applied....... 1,020

Total cost of Job M843....................... $4,050
e. Total cost of Job M843 (a)................. $4,050

Number of units (b)........cccccccvvvnnnnnne. 60

Unit product cost (@) = (0)......coeene.... $67.50
[QUESTION]

61. Placker Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $155,000, variable manufacturing overhead of $3.40 per machine-hour,
and 50,000 machine-hours. Recently, Job A881 was completed with the following characteristics:

Total machine-hours....................... 100
Direct materialS..........ccccveeevvveereeenn $645
Direct 1abor COSt........ccovvveeciieeereann, $2,300

The total job cost for Job A881 is closest to:
A) $3,595
B) $2,945
C) $2,950
D) $1,295



Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $155,000 + ($3.40 per machine-hour x 50,000 machine-hours) = $155,000 + $170,000 = $325,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $325,000 + 50,000 machine-hours = $6.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.50 per machine-hour x 100 machine-hours = $650

Direct materials............coooveevveerreeeennnne $645

Direct [abor .........ceeevieiiiiieiiieeeeeeeeea, 2,300

Manufacturing overhead applied....... 650

Total cost of Job A881.......c..ccevvvenen. $3,595
[QUESTION]

62. Tomey Corporation has two production departments, Forming and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Forming Department’s predetermined overhead rate is based on machine-hours and the Finishing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Forming Finishing
MaCHINE-NOUIS........cveeeei e 18,000 14,000
Direct [abor-NOUIS ........cooieiiiiiiceee e 2,000 8,000
Total fixed manufacturing overhead cost ..............cccene. $99,000 $70,400
Variable manufacturing overhead per machine-hour-........ $2.10
Variable manufacturing overhead per direct labor-hour.... $3.70

During the current month the company started and finished Job T617. The following data were recorded for
this job:

Job T617: Forming Finishing
Machine-hours............. 90 20
Direct labor-hours........ 30 60
Direct materials............ $940 $350
Direct labor cost........... $960 $1,920

The total job cost for Job T617 is closest to:

A) $5,604

B) $2,584

C) $684

D) $3,020

Answer: A

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02



Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $99,000 + ($2.10 per machine-hour x 18,000 machine-hours)

= $99,000 +$37,800 = $136,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $136,800 + 18,000 machine-hours = $7.60 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.60 per machine-hour x 90 machine-hours = $684

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $70,400 + ($3.70 per direct labor-hour x 8,000 direct labor-hours)

= $70,400 + $29,600 = $100,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $100,000 +8,000 direct labor-hours = $12.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.50 per direct labor-hour x 60 direct labor-hours = $750

Forming Finishing Total
Direct materials..........cccccceeverennee. $940 $350 $1,290
Direct [abor ........ccoceeeevveeeeecieeee, $960 $1,920 2,880
Manufacturing overhead applied... $684 $750 1,434
Total cost of Job T617................... $5,604

[QUESTION]
63. Molash Corporation has two manufacturing departments--Machining and Assembly. The company used
the following data at the beginning of the year to calculate predetermined overhead rates:

Machining Assembly Total
Estimated total machine-hours (MHS)...........ccccvvvvvviiniinnnnnns 2,000 3,000 5,000
Estimated total fixed manufacturing overhead cost ............. $9,400 $8,100  $17,500
Estimated variable manufacturing overhead cost per MH ... $1.80 $2.40

During the most recent month, the company started and completed two jobs--Job B and Job L. There were no
beginning inventories. Data concerning those two jobs follow:

Job B Job L

Direct materials...........cccccee.... $14,400 $7,100
Direct labor cost..........cccceueeeee $23,500 $6,700
Machining machine-hours ........ 1,400 600
Assembly machine-hours......... 1,200 1,800

Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 50% on
manufacturing cost to establish selling prices. The calculated selling price for Job L is closest to:

A) $40,320

B) $41,933

C) $13,440

D) $26,880



Answer: A

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Learning Objective: 02-04
Topic Area:

Blooms: Apply

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

Feedback:
Machining Department predetermined overhead rate:
Estimated fixed manufacturing overhead............cccccceeeiiiiiiii e, $9,400
Estimated variable manufacturing overhead ($1.80 per MH x 2,000 MHS)...... 3,600
Estimated total manufacturing overhead cOSt (2)........cccceeeviiiiiiiiiiiicicccccs $13,000
Estimated total machine-hours (D) ..........ccooiiiii e, 2,000 MHs
Departmental predetermined overhead rate (a) + (B) ..ccccoovviveeeiiiiieeinceeee, $6.50 per MH
Assembly Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccccviiiiiiii e $8,100
Estimated variable manufacturing overhead ($2.40 per MH x 3,000 MHS)...... 7,200
Estimated total manufacturing overhead cOSt (2)........cccceeeviiiiiiiiiiiicicces $15,300
Estimated total machine-hours (D) ... 3,000 MHs
Departmental predetermined overhead rate (a) + (D) ...ccooeeeeeiiiiiiiiciiiciccccns $5.10 per MH
Manufacturing overhead applied to Job L:
Machining ($6.50 per MH x 600 MHS) ................. $3,900
Assembly ($5.10 per MH x 1,800 MHS)............... 9,180
Total manufacturing overhead applied................. $13,080
The selling price for Job L would be calculated as follows:
Direct materialS..........cccccevvvvevveeiiiieeieeeeen, $7,100
Direct [abor COSt........cceeeviiiiiiiiiieeeeeeeeeea, 6,700
Manufacturing overhead applied............. 13,080
Total manufacturing CoSt............ccccveee... $26,880
Markup (5090) .......oeveeiiieeeiiiiee e 13,440
Selling Price .....ocovvvieeiiiiieeeee e $40,320
[QUESTION]

64. Columbo Corporation has two production departments, Forming and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Forming Department’s predetermined overhead rate is based on machine-hours and the Finishing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Forming Finishing
MaChINE-NOUIS......cccoiiiiii e 17,000 10,000
Direct [abor-NOUrS ..........cooiiiiiiii e 1,000 9,000
Total fixed manufacturing overhead cost ............cccovveeeen. $110,500 $78,300
Variable manufacturing overhead per machine-hour-........ $1.60
Variable manufacturing overhead per direct labor-hour.... $3.30

During the current month the company started and finished Job A948. The following data were recorded for
this job:



Job A948: Forming Finishing

Machine-hours............. 70 30
Direct labor-hours........ 10 50
Direct materials............ $650 $330
Direct labor cost........... $380 $1,900

If the company marks up its manufacturing costs by 40% then the selling price for Job A948 would be closest
to:

A) $6,197.80

B) $1,770.80

C) $4,427.00

D) $6,818.00

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $110,500 + ($1.60 per machine-hour x 17,000 machine-hours)

=$110,500 +$27,200 = $137,700

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $137,700 + 17,000 machine-hours = $8.10 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.10 per machine-hour x 70 machine-hours = $567

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $78,300 + ($3.30 per direct labor-hour x 9,000 direct labor-hours)

= $78,300 + $29,700 = $108,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $108,000 +9,000 direct labor-hours = $12.00 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.00 per direct labor-hour x 50 direct labor-hours = $600

Forming Finishing Total
Direct materials...........ccocveevervreenne. $650 $330 $980
Direct 1abor ........ccccceeveeeiieieeeee, $380 $1,900 2,280
Manufacturing overhead applied... $567 $600 1,167
Total cost of Job A948................... $4,427
Total cost of Job A948........ $4,427.00
Markup ($4,427.00 x 40%). 1,770.80
Selling price.......ccccceveeuvennen. $6,197.80

[QUESTION]
65. Lotz Corporation has two manufacturing departments--Casting and Finishing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:



Casting Finishing Total

Estimated total machine-hours (MHS) ..........cc.occciieeeeeeinins 2,000 8,000 10,000
Estimated total fixed manufacturing overhead cost ............. $10,200 $19,200  $29,400
Estimated variable manufacturing overhead cost per MH ... $1.20 $2.20

During the most recent month, the company started and completed two jobs--Job F and Job K. There were no
beginning inventories. Data concerning those two jobs follow:

Job F Job K
Direct materials...........c...cc........ $14,400 $7,100
Direct labor cost.........cc..ccvee.... $22,500 $6,600
Casting machine-hours ............ 1,400 600
Finishing machine-hours .......... 3,200 4,800

Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 50% on
manufacturing cost to establish selling prices. The calculated selling price for Job F is closest to:

A) $30,220

B) $90,660

C) $60,440

D) $96,100

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:
Casting Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccccoiiiiiic s $10,200
Estimated variable manufacturing overhead ($1.20 per MH x 2,000 MHS)....... 2,400
Estimated total manufacturing overhead cOSt (2)........cccoeeeviiiiiiiiiiiiiiccn $12,600
Estimated total machine-hours (D) ... 2,000 MHs
Departmental predetermined overhead rate (a) + (D) .....cooeeeeeiiiiiiiiieieccccne $6.30 per MH
Finishing Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........ccccccceveiiiiii e $19,200
Estimated variable manufacturing overhead ($2.20 per MH x 8,000 MHS)...... 17,600
Estimated total manufacturing overhead COSt (&) .........ccoveerrireeeiiiiieeiiieeeee, $36,800
Estimated total machine-hours (D) ........ccccoviiiiii e, 8,000 MHs
Departmental predetermined overhead rate (a) + (D) .....cccovvveeiiiiiiiiiii, $4.60 per MH
Manufacturing overhead applied to Job F:
Casting ($6.30 per MH x 1,400 MHS) .................. $8,820
Finishing ($4.60 per MH x 3,200 MHS) ................ 14,720
Total manufacturing overhead applied................. $23,540
The selling price for Job F would be calculated as follows:
Direct materials..........cccccevvvevieeiireesneenn, $14,400
Direct 1abor COSt........ooovuiiiiiiiiiiiiiieee, 22,500

Manufacturing overhead applied............. 23,540



Total manufacturing coSt............ccccvveee... $60,440

MarKUP (50%) .....veveeeeeeeeeeeeeeeeeeeeeeeen. 30,220
Selling Price .....cccovvveeeiiiiie e, $90,660
[QUESTION]

66. Ashe Corporation has two manufacturing departments--Machining and Customizing. The company used
the following data at the beginning of the year to calculate predetermined overhead rates:

Machining  Customizing Total
Estimated total machine-hours (MHS) ..........cccccceviiiiieninnenn. 1,000 4,000 5,000
Estimated total fixed manufacturing overhead cost ............. $4,700 $9,200  $13,900
Estimated variable manufacturing overhead cost per MH ... $1.10 $2.60

During the most recent month, the company started and completed two jobs--Job B and Job K. There were no
beginning inventories. Data concerning those two jobs follow:

Job B Job K
Machining machine-hours ........ 700 300
Customizing machine-hours..... 1,600 2,400

Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. The manufacturing overhead applied to Job K is closest to:
A) $11,760

B) $1,740

C) $13,716

D) $13,500

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:
Machining Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccccoiiiiiiiic $4,700
Estimated variable manufacturing overhead ($1.10 per MH x 1,000 MHS)...... 1,100
Estimated total manufacturing overhead cOSt (2)........cccceeeiiiiiiiiiiiiiicicciccce $5,800
Estimated total machine-hours (D) ... 1,000 MHs
Departmental predetermined overhead rate (a) + (D) .....oeeeeeeiiiiiiciicicceccne $5.80 per MH
Customizing Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........cccccccvveiiiiiii e $9,200
Estimated variable manufacturing overhead ($2.60 per MH x 4,000 MHS)...... 10,400
Estimated total manufacturing overhead COSt (8).........ccoveerrvieeeiiiiieeiniieeeeee, $19,600
Estimated total machine-hours (D) ........ccccoriiiiii e, 4,000 MHs
Departmental predetermined overhead rate (&) + (D) .c.ooovviieiiiiiiiiiiie, $4.90 per MH
Manufacturing overhead applied to Job K:
Machining ($5.80 per MH x 300 MHS) ................. $1,740
Customizing ($4.90 per MH x 2,400 MHS)........... 11,760

Total manufacturing overhead applied................. $13,500



[QUESTION]

67. Boward Corporation has two production departments, Milling and Assembly. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Milling Department’s predetermined overhead rate is based on machine-hours and the Assembly
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Milling Assembly
MacChiNE-NOUIS........ccoiiiiiiii e 18,000 12,000
Direct [abor-NOUrS ..........cooiiiiiiiii e 2,000 7,000
Total fixed manufacturing overhead cost ..........c...ccoueeee. $120,600 $76,300
Variable manufacturing overhead per machine-hour-........ $2.00
Variable manufacturing overhead per direct labor-hour.... $4.30

During the current month the company started and finished Job T818. The following data were recorded for
this job:

Job T818: Milling Assembly
Machine-hours............. 50 30
Direct labor-hours........ 10 40

The total amount of overhead applied in both departments to Job T818 is closest to:

A) $1,651

B) $608

C) $435

D) $1,043

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Milling Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$120,600 + ($2.00 per machine-hour x 18,000 machine-hours)

= $120,600 +$36,000 = $156,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $156,600 + 18,000 machine-hours = $8.70 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.70 per machine-hour x 50 machine-hours = $435

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $76,300 + ($4.30 per direct labor-hour x 7,000 direct labor-hours)

= $76,300 + $30,100 = $106,400

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $106,400 +7,000 direct labor-hours = $15.20 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $15.20 per direct labor-hour x 40 direct labor-hours = $608

Overhead applied to Job T818



Milling Department ..............cceeun.... $435

Assembly Department..................... 608
TOtal. e $1,043
[QUESTION]

68. Malakan Corporation has two production departments, Machining and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Machining Department’s predetermined overhead rate is based on machine-hours and the Finishing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Machining Finishing

MaChiNE-NOUIS.........ccoiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeeeee s 18,000 11,000
Direct [abor-NOUrS...........ccoviiiiiiii e 2,000 9,000
Total fixed manufacturing overhead cost ..........c...cccneee. $102,600 $96,300
Variable manufacturing overhead per machine-hour........ $2.10

Variable manufacturing overhead per direct labor-hour.... $3.90

During the current month the company started and finished Job K368. The following data were recorded for
this job:

Job K368: Machining Finishing
Machine-hours............. 80 30
Direct labor-hours........ 20 40

The amount of overhead applied in the Machining Department to Job K368 is closest to:

A) $856.00

B) $168.00

C) $624.00

D) $140,400.00

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$102,600 + ($2.10 per machine-hour x 18,000 machine-hours)

= $102,600 +$37,800 = $140,400

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $140,400 + 18,000 machine-hours = $7.80 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.80 per machine-hour x 80 machine-hours = $624

[QUESTION]

69. Mahon Corporation has two production departments, Casting and Customizing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Casting Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:



Casting Customizing

MaChiNE-NOUIS........coiiiiiii e 18,000 14,000
Direct 1ab0or-NOUrS .........oooviiiii 2,000 7,000
Total fixed manufacturing overhead coSt ............cccovcvveeene $124,200 $68,600
Variable manufacturing overhead per machine-hour-........ $1.90

Variable manufacturing overhead per direct labor-hour.... $3.80

During the current month the company started and finished Job T138. The following data were recorded for
this job:

Job T138: Casting Customizing
Machine-hours............. 70 30
Direct labor-hours........ 10 60

The amount of overhead applied in the Customizing Department to Job T138 is closest to:

A) $588.00

B) $95,200.00

C) $816.00

D) $228.00

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $68,600 + ($3.80 per direct labor-hour x 7,000 direct labor-hours)

= $68,600 + $26,600 = $95,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $95,200 +7,000 direct labor-hours = $13.60 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.60 per direct labor-hour x 60 direct labor-hours = $816

[QUESTION]
70. Marioni Corporation has two manufacturing departments--Forming and Assembly. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Forming Assembly Total
Estimated total machine-hours (MHS)...........cccccvvvvvvviiniennnnnns 7,000 3,000 10,000
Estimated total fixed manufacturing overhead cost ............. $37,100 $9,000 $46,100
Estimated variable manufacturing overhead cost per MH ... $1.70 $2.60

During the most recent month, the company started and completed two jobs--Job B and Job H. There were
no beginning inventories. Data concerning those two jobs follow:

Job B Job H
Forming machine-hours ........... 4,800 2,200
Assembly machine-hours.......... 1,200 1,800

Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. The manufacturing overhead applied to Job B is closest to:



A) $6,720

B) $33,600

C) $40,320

D) $39,480

Answer: C

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-04
Topic Area:

Blooms: Apply

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

Feedback:
Forming Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........ccccccccveiiiiii e $37,100
Estimated variable manufacturing overhead ($1.70 per MH x 7,000 MHS)....... 11,900
Estimated total manufacturing overhead COSt (&) .........ccveerriirieeiiiiieeiiieee e, $49,000
Estimated total machine-hours (D) .........cccoiiiiii e, 7,000 MHs
Departmental predetermined overhead rate (a) + (B) ...ccccovviieeeiiiiiii i, $7.00 per MH
Assembly Department predetermined overhead rate:
Estimated fixed manufacturing overhead............cccccoviiiiiiii s $9,000
Estimated variable manufacturing overhead ($2.60 per MH x 3,000 MHS)...... 7,800
Estimated total manufacturing overhead cOSt (2)........cccceeeviiiiiiiiiiiiiiicecccn $16,800
Estimated total machine-hours (D) ... 3,000 MHs
Departmental predetermined overhead rate (a) + (D) ....coooeeeeeiiiiiiiciiiciccccns $5.60 per MH
Manufacturing overhead applied to Job B:
Forming ($7.00 per MH x 4,800 MHS) ................. $33,600
Assembly ($5.60 per MH x 1,200 MHS)............... 6,720
Total manufacturing overhead applied................. $40,320
[QUESTION]

71. Bassett Corporation has two production departments, Milling and Customizing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Milling Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Milling Customizing
MaChINE-NOUIS......ccoiiiiiiiii e 16,000 12,000
Direct [abor-NOUIS ........cooieiiiiiceee e 2,000 8,000
Total fixed manufacturing overhead cost ..............cccoueeeee. $118,400 $87,200
Variable manufacturing overhead per machine-hour-........ $2.10
Variable manufacturing overhead per direct labor-hour.... $3.30

The predetermined overhead rate for the Milling Department is closest to:
A) $19.00 per machine-hour

B) $2.10 per machine-hour

C) $9.50 per machine-hour

D) $7.40 per machine-hour

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01



Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Milling Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$118,400 + ($2.10 per machine-hour x 16,000 machine-hours)

= $118,400 +$33,600 = $152,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $152,000 + 16,000 machine-hours = $9.50 per machine-hour

[QUESTION]

72. Fatzinger Corporation has two production departments, Milling and Assembly. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Milling Department’s predetermined overhead rate is based on machine-hours and the Assembly
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Milling Assembly
MaChINE-NOUIS......cocoiiiiiii e 20,000 14,000
Direct 1abor-hours ... 2,000 7,000
Total fixed manufacturing overhead cost ......................... $132,000 $57,400
Variable manufacturing overhead per machine-hour........ $2.30
Variable manufacturing overhead per direct labor-hour.... $3.40

The predetermined overhead rate for the Assembly Department is closest to:

A) $8.20 per direct labor-hour

B) $3.40 per direct labor-hour

C) $4.06 per direct labor-hour

D) $11.60 per direct labor-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $57,400 + ($3.40 per direct labor-hour x 7,000 direct labor-hours)

= $57,400 + $23,800 = $81,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $81,200 +7,000 direct labor-hours = $11.60 per direct labor-hour

[QUESTION]

73. Swango Corporation has two production departments, Casting and Customizing. The company uses a
job-order costing system and computes a predetermined overhead rate in each production department. The
Casting Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Casting Customizing



MaCHhINE-NOUIS .......ccvviiei i 19,000 11,000

Direct 1ab0or-NoUrS .........oooviiiii e 1,000 8,000
Total fixed manufacturing overhead cost ..........cc..ccouneee. $138,700 $86,400
Variable manufacturing overhead per machine-hour-........ $1.60

Variable manufacturing overhead per direct labor-hour.... $3.00

The estimated total manufacturing overhead for the Customizing Department is closest to:
A) $24,000

B) $110,400

C) $86,400

D) $60,379

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $86,400 + ($3.00 per direct labor-hour x 8,000 direct labor-hours)

= $86,400 + $24,000 = $110,400

[QUESTION]
74. Tarrant Corporation has two manufacturing departments--Casting and Finishing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Casting Finishing Total
Estimated total machine-hours (MHS) ........cccccceviiiiiennnenn, 1,000 4,000 5,000
Estimated total fixed manufacturing overhead cost ............. $5,700 $11,200  $16,900
Estimated variable manufacturing overhead cost per MH ... $1.30 $2.90

Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. The departmental predetermined overhead rate in the Casting
Department is closest to:

A) $5.70

B) $1.30

C) $5.96

D) $7.00

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Casting Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........ccccccccveiiiiciie e $5,700
Estimated variable manufacturing overhead ($1.30 per MH x 1,000 MHS)...... 1,300
Estimated total manufacturing overhead COSt (8).........cccveevrvieeeiiiiieeiriieeeee, $7,000

Estimated total machine-hours (D) ........ccccooriiiii e, 1,000 MHs



Departmental predetermined overhead rate (@) + (b) .......ccccvvveeeeiiiiciiieneeeen, $7.00 per MH

[QUESTION]

75. Prayer Corporation has two production departments, Machining and Customizing. The company uses a
job-order costing system and computes a predetermined overhead rate in each production department. The
Machining Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Machining  Customizing

MacChINE-NOUIS........cooiiiiii e 19,000 13,000
Direct [abor-NOUrS ..........cooiiiiiiiii e 1,000 8,000
Total fixed manufacturing overhead cost ..........cc..cccneee $110,200 $68,800
Variable manufacturing overhead per machine-hour-........ $2.00

Variable manufacturing overhead per direct labor-hour.... $3.60

The estimated total manufacturing overhead for the Machining Department is closest to:
A) $148,200

B) $110,200

C) $38,000

D) $299,725

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$110,200 + ($2.00 per machine-hour x 19,000 machine-hours)

=$110,200 +$38,000 = $148,200

[QUESTION]
76. Camm Corporation has two manufacturing departments--Forming and Assembly. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Forming Assembly Total
Estimated total machine-hours (MHS) ........cccccceviiiiiininnenn, 3,000 2,000 5,000
Estimated total fixed manufacturing overhead cost ............. $12,600 $4,600 $17,200
Estimated variable manufacturing overhead cost per MH ... $1.70 $2.50

Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. The departmental predetermined overhead rate in the Assembly
Department is closest to:

A) $2.50

B) $2.30

C) $4.80

D) $5.46

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-04



Topic Area:

Blooms: Apply

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

Feedback:

Assembly Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............cccccooviiiiiiii e, $4,600
Estimated variable manufacturing overhead ($2.50 per MH x 2,000 MHS)...... 5,000
Estimated total manufacturing overhead COSt (&) .........ccveerrvreeeiiiiieeiniieeeeee, $9,600
Estimated total machine-hours (b) ........cccceeeii i 2,000 MHs
Departmental predetermined overhead rate (a) + (b) .....cccoovvvveeeiiiiiiiiieeeeeen, $4.80 per MH

[QUESTION]

77. Huang Aerospace Corporation manufactures aviation control panels in two departments, Fabrication and
Assembly. In the Fabrication department, Huang uses a predetermined overhead rate of $30 per machine-
hour. In the Assembly department, Huang uses a predetermined overhead rate of $12 per direct labor-hour.
During the current year, Job #X2984 incurred the following number of hours in each department:

Fabrication = Assembly
Machine-hours............ 40 12
Direct labor-hours....... 3 25

What is the total amount of manufacturing overhead that Huang should have applied to Job #X2984 during
the current year?

A) $1,200

B) $1,500

C) $1,560

D) $1,734

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Manufacturing overhead applied to Work in Process:

Fabrication Assembly Total
Predetermined overhead rate (a) ........ccccceevuvnenn. $30 per MH $12 per DLH
Actual total amount of the allocation base (b) ..... 40 MHs 25 DLHs
Manufacturing overhead applied (a) x (b) ........... $1,200 $300  $1,500

[QUESTION]

78. Sargent Corporation applies overhead cost to jobs on the basis of 80% of direct labor cost. If Job 210
shows $10,000 of manufacturing overhead cost applied, how much was the direct labor cost on the job?
A) $12,500

B) $11,000

C) $8,000

D) $10,000

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-02

Topic Area:

Blooms: Apply



AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Manufacturing overhead applied = Predetermined overhead rate x Amount of the allocation base incurred
$10,000 = 0.80 x Direct labor cost

Direct labor cost = $10,000 + 0.80 = $12,500

[QUESTION]

79. Kreuzer Corporation is using a predetermined overhead rate of $22.30 per machine-hour that was based
on estimated total fixed manufacturing overhead of $446,000 and 20,000 machine-hours for the period. The
company incurred actual total fixed manufacturing overhead of $409,000 and 18,200 total machine-hours
during the period. The amount of manufacturing overhead that would have been applied to all jobs during the
period is closest to:

A) $446,000

B) $37,000

C) $372,190

D) $405,860

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Predetermined overhead rate (a) .......cccccceveverveennenn $22.30

Actual activity level (B).......cccccviiiiii, 18,200

Manufacturing overhead applied (a) x (b) ............... $405,860
[QUESTION]

80. Kavin Corporation uses a predetermined overhead rate base on machine-hours that it recalculates at the
beginning of each year. The company has provided the following data for the most recent year.

Predetermined overhead rate $23.60 per machine-hour
Estimated total fixed manufacturing overhead from the

beginning of the year...........cccoei e, $708,000
Estimated activity level from the beginning of the year ..... 30,000 machine-hours
Actual total fixed manufacturing overhead ....................... $752,000
Actual activity level ... 28,100 machine-hours

The amount of manufacturing overhead that would have been applied to all jobs during the period is closest
to:

A) $663,160

B) $708,000

C) $44,000

D) $704,373

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-02
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Feedback:



Predetermined overhead rat€............ccccveeeeereeereennn. $23.60

Actual activity level ........ccccceeeeiiiiiie e, 28,100
Manufacturing overhead applied............c.coocvvvneeeen. $663,160
[QUESTION]
81. Job 910 was recently completed. The following data have been recorded on its job cost sheet:
Direct materials ................... $3,193
Direct labor-hours................ 21 labor-hours
Direct labor wage rate ......... $12 per labor-hour
Machine-hours............cccc.... 166 machine-hours

The Corporation applies manufacturing overhead on the basis of machine-hours. The predetermined
overhead rate is $15 per machine-hour. The total cost that would be recorded on the job cost sheet for Job
910 would be:

A) $3,220

B) $3,760

C) $5,935

D) $3,445

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:
(D1 C=To g F= L (= = LR $3,193
Direct labor (21 direct labor-hours x $12.00 per direct labor-hour)............... 252
Overhead (166 machine-hours x $15.00 per machine-hour).............c..c....... 2,490
Total manufacturing cost for JOb 910 .........vvveriiiiiiiiire e $5,935
[QUESTION]

82. Grib Corporation uses a predetermined overhead rate based on direct labor cost to apply manufacturing
overhead to jobs. The predetermined overhead rates for the year are 200% of direct labor cost for
Department A and 50% of direct labor cost for Department B. Job 436, started and completed during the year,
was charged with the following costs:

Dept. A Dept. B
Direct materials .................... $50,000 $10,000
Direct labor .............cceeeunnee. ?  $60,000
Manufacturing overhead....... $80,000 ?

The total manufacturing cost assigned to Job 436 was:
A) $360,000

B) $390,000

C) $270,000

D) $480,000

Answer: C

Difficulty: 3 Hard

Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Apply



AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Department A manufacturing overhead = Predetermined overhead rate x Amount of the allocation base
incurred

$80,000 = 200% x Direct labor

Direct labor = $40,000

Department B manufacturing overhead = Predetermined overhead rate x Amount of the allocation base
incurred = 50% x $60,000 = $30,000

Dept. A Dept. B Total

Direct materials .................... $50,000 $10,000
Direct 1abor ...........cocevvveenen, 40,000 60,000
Manufacturing overhead....... 80,000 30,000
$170,00 $100,00 $270,00
Total product cost................. 0 0 0
[QUESTION]

83. The following data have been recorded for recently completed Job 450 on its job cost sheet. Direct
materials cost was $3,044. A total of 46 direct labor-hours and 104 machine-hours were worked on the job.
The direct labor wage rate is $15 per labor-hour. The Corporation applies manufacturing overhead on the
basis of machine-hours. The predetermined overhead rate is $13 per machine-hour. The total cost for the job
on its job cost sheet would be:

A) $4,332

B) $3,734

C) $3,072

D) $5,086

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:
DIr€Ct MALEIIAIS ... .veiivie ettt e e tae et eesaaee e $3,044
Direct labor (46 direct labor-hours x $15.00 per direct labor-hour)............... 690
Overhead (104 machine-hours x $13.00 per machine-hour).............c.c....... 1,352
Total manufacturing cost for JOb 450 ... $5,086

Reference: CHO2-Refl

Dejarnette Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total Machin@-NOUIS.........c.eeiiiiiiici e 80,000
Total fixed manufacturing overhead COSt ..........ccceeviiiiiiieenen. $416,000
Variable manufacturing overhead per machine-hour.............. $3.10

[QUESTION]



84. The estimated total manufacturing overhead is closest to:

A) $416,003

B) $248,000

C) $664,000

D) $416,000

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Refl

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $416,000 + ($3.10 per machine-hour x 80,000 machine-hours) = $416,000 + $248,000 = $664,000

[QUESTION]

85. The predetermined overhead rate is closest to:

A) $8.30 per machine-hour

B) $11.40 per machine-hour

C) $5.20 per machine-hour

D) $3.10 per machine-hour

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Refl

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $416,000 + ($3.10 per machine-hour x 80,000 machine-hours) = $416,000 + $248,000 = $664,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $664,000 + 80,000 machine-hours = $8.30 per machine-hour

Reference: CH02-Ref2

Odonnel Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $36,000, variable manufacturing overhead of $2.80 per direct labor-
hour, and 10,000 direct labor-hours.

[QUESTION]

86. The estimated total manufacturing overhead is closest to:

A) $64,000

B) $36,000

C) $28,000

D) $36,003

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01



Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref2

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $36,000 + ($2.80 per direct labor-hour x 10,000 direct labor-hours) = $36,000 + $28,000 = $64,000

[QUESTION]

87. The predetermined overhead rate is closest to:

A) $2.80 per direct labor-hour

B) $6.40 per direct labor-hour

C) $3.60 per direct labor-hour

D) $9.20 per direct labor-hour

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref2

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $36,000 + ($2.80 per direct labor-hour x 10,000 direct labor-hours) = $36,000 + $28,000 = $64,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $64,000 + 10,000 direct labor-hours = $6.40 per direct labor-hour

Reference: CH02-Ref3
Morataya Corporation has two manufacturing departments--Machining and Assembly. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Machining Assembly Total
Estimated total machine-hours (MHS) ........cccccceviiiiieninnenn, 7,000 3,000 10,000
Estimated total fixed manufacturing overhead cost ............. $39,200 $6,600  $45,800
Estimated variable manufacturing overhead cost per MH ... $1.90 $2.10

During the most recent month, the company started and completed two jobs--Job B and Job G. There were
no beginning inventories. Data concerning those two jobs follow:

Job B Job G
Direct materials.............ccccu..... $14,800 $8,300
Direct labor cost.........c.ccueeue..e. $22,000 $8,900
Machining machine-hours ........ 4,800 2,200
Assembly machine-hours.......... 1,200 1,800

[QUESTION]
88. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on

machine-hours. That predetermined manufacturing overhead rate is closest to:
A) $4.00



B) $7.50

C) $4.58

D) $6.54

Answer: D

Difficulty: 2 Medium
Learning Objective: 02-01
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO2-Ref3
Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead...........ccccccoovviiiiiiiiie i $39,200
Estimated variable manufacturing overhead ($1.90 per MH x 7,000 MHS)...... 13,300
Estimated total manufacturing overhead COSt...........occcvveiiiiiiiiiiieeeee e, $52,500
Assembly
Estimated fixed manufacturing overhead............cccccooiiiiiinii e, $6,600
Estimated variable manufacturing overhead ($2.10 per MH x 3,000 MHs)...... 6,300
Estimated total manufacturing overhead COSt...........occcoveiiiiiiiiniiie e, $12,900

The second step is to combine the estimated manufacturing overhead costs in the two departments ($52,500
+ $12,900 = $65,400) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $65,400

Estimated total machine hours............ccccccooviinnneee. 10,000 MHs

Predetermined overhead rate..............cccccceeveeeen. $6.54 per MH
[QUESTION]

89. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The amount of manufacturing overhead applied to Job B is closest to:
A) $31,392

B) $27,480

C) $39,240

D) $7,848

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref3

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............cccccooiiiiiiiiiiiiini e $39,200
Estimated variable manufacturing overhead ($1.90 per MH x 7,000 MHS)...... 13,300



Estimated total manufacturing overhead COSt............ccccviviveiee i, $52,500

Assembly
Estimated fixed manufacturing overhead...........ccccccoovviiiiiieie e $6,600
Estimated variable manufacturing overhead ($2.10 per MH x 3,000 MHS)...... 6,300
Estimated total manufacturing overhead COSt............ccccvviiieeeeiiiiiiiieee e, $12,900

The second step is to combine the estimated manufacturing overhead costs in the two departments ($52,500
+ $12,900 = $65,400) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $65,400
Estimated total machine hours............ccccccoeieiinneen. 10,000 MHs
Predetermined overhead rate.............cccceevviieennnnn $6.54 per MH

The overhead applied to Job B is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.54 per MH x (4,800 MHs + 1,200 MHSs)

= $6.54 per MH x (6,000 MHSs)

= $39,240

[QUESTION]

90. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The amount of manufacturing overhead applied to Job G is closest to:
A) $14,388

B) $26,160

C) $11,772

D) $18,320

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref3

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............cccoevvvvvvviiiiiiiiieeiiieieieeeveeeeeeeeens $39,200
Estimated variable manufacturing overhead ($1.90 per MH x 7,000 MHS)...... 13,300
Estimated total manufacturing overhead COSt............ooevvvvvviiiiiiiiiieiiieeeeeieieeeees $52,500
Assembly
Estimated fixed manufacturing overhead............cccccooiiiiiiiiiiiiie e $6,600
Estimated variable manufacturing overhead ($2.10 per MH x 3,000 MHS)...... 6,300
Estimated total manufacturing overhead COSt...........oooccviiiiiieiiiiiiiieee e $12,900

The second step is to combine the estimated manufacturing overhead costs in the two departments ($52,500
+ $12,900 = $65,400) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $65,400
Estimated total machine hours...........ccccceeeeeeeeeenns 10,000 MHs



Predetermined overhead rate............ccccccceeevinnnnnn, $6.54 per MH

The overhead applied to Job G is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.54 per MH x (2,200 MHs + 1,800 MHs)

= $6.54 per MH x (4,000 MHs)

= $26,160

Reference: CHO2-Ref4
Housholder Corporation uses a predetermined overhead rate base on machine-hours that it recalculates at
the beginning of each year. The company has provided the following data for the most recent year.

Estimated total fixed manufacturing overhead from the

beginning of the year..........ccccoovei i, $310,000
Estimated activity level from the beginning of the year ..... 20,000 machine-hours
Actual total fixed manufacturing overhead........................ $338,000
Actual activity level ... 18,300 machine-hours
[QUESTION]
91. The predetermined overhead rate is closest to:
A) $18.47
B) $16.94
C) $16.90
D) $15.50
Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO2-Ref4

Feedback:
Estimated total fixed manufacturing overhead (a)... $310,000
Estimated activity level (b)........ccovvvvvveivviiviiiiiiieenne, 20,000
Predetermined overhead rate (a) + (b).......ccceeeeeee... $15.50
[QUESTION]

92. The amount of manufacturing overhead that would have been applied to all jobs during the period is
closest to:

A) $28,000

B) $309,270

C) $310,000

D) $283,650

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO02-Ref4



Feedback:

Estimated total fixed manufacturing overhead (a)... $310,000
Estimated activity level (D) ........ooocvvieeeeeiiiiieee. 20,000
Predetermined overhead rate (a) ~ (b)........cccvveee... $15.50
Actual activity [evel ... 18,300
Manufacturing overhead applied............cccocveeennee. $283,650

Reference: CH02-Ref5

Gerstein Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $90,000, variable manufacturing overhead of $3.70 per direct labor-
hour, and 50,000 direct labor-hours. The company recently completed Job M800 which required 150 direct
labor-hours.

[QUESTION]

93. The estimated total manufacturing overhead is closest to:

A) $90,000

B) $275,000

C) $185,000

D) $90,004

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref5

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $90,000 + ($3.70 per direct labor-hour x 50,000 direct labor-hours) = $90,000 + $185,000 = $275,000

[QUESTION]

94. The predetermined overhead rate is closest to:

A) $1.80 per direct labor-hour

B) $5.50 per direct labor-hour

C) $9.20 per direct labor-hour

D) $3.70 per direct labor-hour

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref5

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $90,000 + ($3.70 per direct labor-hour x 50,000 direct labor-hours) = $90,000 + $185,000 = $275,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $275,000 + 50,000 direct labor-hours = $5.50 per direct labor-hour



[QUESTION]

95. The amount of overhead applied to Job M800 is closest to:

A) $270

B) $1,380

C) $825

D) $555

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref5

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $90,000 + ($3.70 per direct labor-hour x 50,000 direct labor-hours) = $90,000 + $185,000 = $275,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $275,000 + 50,000 direct labor-hours = $5.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.50 per direct labor-hour x 150 direct labor-hours = $825

Reference: CH02-Ref6

Krier Corporation uses a predetermined overhead rate that was based on estimated total fixed manufacturing
overhead of $738,000 and 30,000 direct labor-hours for the period. The company incurred actual total fixed
manufacturing overhead of $792,000 and 31,500 total direct labor-hours during the period.

[QUESTION]

96. The predetermined overhead rate is closest to:

A) $26.40

B) $25.14

C) $23.43

D) $24.60

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref6

Feedback:
Estimated total fixed manufacturing overhead (a)... $738,000
Estimated activity level (D)., 30,000
Predetermined overhead rate (&) + (bD)........ccuvveeeen. $24.60
[QUESTION]

97. The amount of manufacturing overhead that would have been applied to all jobs during the period is
closest to:

A) $831,600

B) $54,000



C) $774,900

D) $738,000

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO2-Ref6

Feedback:
Estimated total fixed manufacturing overhead (a)... $738,000
Estimated activity level (D)........cooocviieveeeeiiiiieee. 30,000
Predetermined overhead rate (a) + (b)......cccevveeeee.. $24.60
Actual activity level ... 31,500
Manufacturing overhead applied...........c.c.ccceevuuenne. $774,900

Reference: CHO2-Ref7

Harootunian Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
the following data:

Total machine-hours...........cccccoi e 80,000
Total fixed manufacturing overhead cost .............................. $312,000
Variable manufacturing overhead per machine-hour.............. $2.10

Recently, Job T629 was completed with the following characteristics:

Number of units in the job .............. 50
Total machine-hours....................... 200

[QUESTION]

98. The estimated total manufacturing overhead is closest to:

A) $168,000

B) $312,002

C) $312,000

D) $480,000

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref7

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $312,000 + ($2.10 per machine-hour x 80,000 machine-hours) = $312,000 + $168,000 = $480,000

[QUESTION]
99. The predetermined overhead rate is closest to:



A) $8.10 per machine-hour

B) $2.10 per machine-hour

C) $3.90 per machine-hour

D) $6.00 per machine-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref7

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $312,000 + ($2.10 per machine-hour x 80,000 machine-hours) = $312,000 + $168,000 = $480,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $480,000 + 80,000 machine-hours = $6.00 per machine-hour

[QUESTION]

100. The amount of overhead applied to Job T629 is closest to:

A) $1,620

B) $780

C) $1,200

D) $420

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref7

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $312,000 + ($2.10 per machine-hour x 80,000 machine-hours) = $312,000 + $168,000 = $480,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $480,000 + 80,000 machine-hours = $6.00 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.00 per machine-hour x 200 machine-hours = $1,200

Reference: CHO02-Ref8

Dehner Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct [abor-hours ...........ceveeeiiiiiiiie e, 40,000
Total fixed manufacturing overhead cost ........ccccceeevvveivivennnnn. $96,000
Variable manufacturing overhead per direct labor-hour.......... $3.00

Recently, Job P951 was completed with the following characteristics:



Number of units in the job .............. 20
Total direct labor-hours .................. 100
Direct materials.........cccccveveveverenenen., $755
Direct 1abor COSt........couvuvevevererenann., $4,000

[QUESTION]

101. The estimated total manufacturing overhead is closest to:

A) $120,000

B) $96,003

C) $96,000

D) $216,000

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref8

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $96,000 + ($3.00 per direct labor-hour x 40,000 direct labor-hours) = $96,000 + $120,000 = $216,000

[QUESTION]

102. The predetermined overhead rate is closest to:

A) $2.40 per direct labor-hour

B) $3.00 per direct labor-hour

C) $8.40 per direct labor-hour

D) $5.40 per direct labor-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref8

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $96,000 + ($3.00 per direct labor-hour x 40,000 direct labor-hours) = $96,000 + $120,000 = $216,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $216,000 + 40,000 direct labor-hours = $5.40 per direct labor-hour

[QUESTION]

103. The amount of overhead applied to Job P951 is closest to:
A) $840

B) $300

C) $540

D) $240

Answer: C

Difficulty: 1 Easy



Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref8

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $96,000 + ($3.00 per direct labor-hour x 40,000 direct labor-hours) = $96,000 + $120,000 = $216,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $216,000 + 40,000 direct labor-hours = $5.40 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.40 per direct labor-hour x 100 direct labor-hours = $540

[QUESTION]

104. The total job cost for Job P951 is closest to:

A) $4,540

B) $4,755

C) $1,295

D) $5,295

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref8

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $96,000 + ($3.00 per direct labor-hour x 40,000 direct labor-hours) = $96,000 + $120,000 = $216,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $216,000 + 40,000 direct labor-hours = $5.40 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.40 per direct labor-hour x 100 direct labor-hours = $540

Direct materialS........c.ccevvvreierrnennnn $755
Direct 1abor ........ccvveeeiiiiis 4,000
Manufacturing overhead applied....... 540
Total cost of Job P951..........cccuveee. $5,295

[QUESTION]

105. The unit product cost for Job P951 is closest to:

A) $237.75

B) $264.75

C) $64.75

D) $52.95

Answer: B

Difficulty: 2 Medium



Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref8

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $96,000 + ($3.00 per direct labor-hour x 40,000 direct labor-hours) = $96,000 + $120,000 = $216,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $216,000 + 40,000 direct labor-hours = $5.40 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.40 per direct labor-hour x 100 direct labor-hours = $540

Direct materials...........cccccceveeiveennnen. $755
Direct [abor .........eeevieiiiiiiiiiieeeeeeea, 4,000
Manufacturing overhead applied....... 540
Total cost of Job P951..........ccccveeee. $5,295
e. Total cost of Job P951 (@) ................. $5,295
Number of units (b)........cccccccvvvnnnnnne. 20
Unit product cost (@) = (0)......ceeene.... $264.75

Reference: CH02-Ref9

Branin Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $160,000, variable manufacturing overhead of $3.40 per direct labor-
hour, and 80,000 direct labor-hours. The company has provided the following data concerning Job A578
which was recently completed:

Total direct labor-hours .................. 250
Direct materialS............ccoeeevvvvevreenn, $715
Direct 1abor COSt........ccovvveeciieeereeenn, $9,000

[QUESTION]

106. The estimated total manufacturing overhead is closest to:
A) $272,000

B) $160,000

C) $432,000

D) $160,003

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO02-Ref9
Feedback:



Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $160,000 + ($3.40 per direct labor-hour x 80,000 direct labor-hours) = $160,000 + $272,000 =
$432,000

[QUESTION]

107. The predetermined overhead rate is closest to:

A) $8.80 per direct labor-hour

B) $2.00 per direct labor-hour

C) $3.40 per direct labor-hour

D) $5.40 per direct labor-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref9

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $160,000 + ($3.40 per direct labor-hour x 80,000 direct labor-hours) = $160,000 + $272,000 =
$432,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $432,000 + 80,000 direct labor-hours = $5.40 per direct labor-hour

[QUESTION]

108. The amount of overhead applied to Job A578 is closest to:

A) $500

B) $1,350

C) $2,200

D) $850

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref9

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $160,000 + ($3.40 per direct labor-hour x 80,000 direct labor-hours) = $160,000 + $272,000 =
$432,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $432,000 + 80,000 direct labor-hours = $5.40 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.40 per direct labor-hour x 250 direct labor-hours = $1,350

[QUESTION]
109. The total job cost for Job A578 is closest to:



A) $11,065

B) $10,350

C) $2,065

D) $9,715

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref9

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $160,000 + ($3.40 per direct labor-hour x 80,000 direct labor-hours) = $160,000 + $272,000 =
$432,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $432,000 + 80,000 direct labor-hours = $5.40 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.40 per direct labor-hour x 250 direct labor-hours = $1,350

Direct materialS........cc.coeevvvreiiivveeeennn. $715
Direct [abor .........eeevieiiiiiiiiiieeeeeeeeas 9,000
Manufacturing overhead applied....... 1,350
Total cost of Job A578.......ccocevveunnee. $11,065

Reference: CH02-Ref10

Spang Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total machine-hours...........ccccco e 20,000
Total fixed manufacturing overhead cost ................................ $176,000
Variable manufacturing overhead per machine-hour.............. $2.20

Recently, Job P505 was completed with the following characteristics:

Total machine-hours....................... 200
Direct materials.........cccooveveeeeeeen... $540
Direct 1abor CoSt.......uveeveeeeeieaan.. $7,200

[QUESTION]

110. The amount of overhead applied to Job P505 is closest to:
A) $2,200

B) $1,760

C) $2,640

D) $440

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02



Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref10

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $176,000 + ($2.20 per machine-hour x 20,000 machine-hours) = $176,000 + $44,000 = $220,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $220,000 + 20,000 machine-hours = $11.00 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.00 per machine-hour x 200 machine-hours = $2,200

[QUESTION]

111. The total job cost for Job P505 is closest to:

A) $9,400

B) $9,940

C) $7,740

D) $2,740

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref10

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $176,000 + ($2.20 per machine-hour x 20,000 machine-hours) = $176,000 + $44,000 = $220,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $220,000 + 20,000 machine-hours = $11.00 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.00 per machine-hour x 200 machine-hours = $2,200

Direct materials............ccoeeecvveeeeeeeenn. $540
(D] 1¢=Tox l F=1 o T | G 7,200
Manufacturing overhead applied....... 2,200
Total cost of Job P505...........ccocvvee.. $9,940

Reference: CH02-Refl1
Opunui Corporation has two manufacturing departments--Molding and Finishing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Molding Finishing Total
Estimated total machine-hours (MHS) ..........ccooeiiiiinnnns 4,000 1,000 5,000
Estimated total fixed manufacturing overhead cost ............. $19,600 $2,400 $22,000

Estimated variable manufacturing overhead cost per MH ... $1.10 $2.10



During the most recent month, the company started and completed two jobs--Job A and Job M. There were
no beginning inventories. Data concerning those two jobs follow:

JobA Job M
Direct materials..........cccccceeneeee. $13,600 $7,500
Direct labor COSt.........cccevueeneeee. $20,700 $7,400
Molding machine-hours............ 2,700 1,300
Finishing machine-hours .......... 400 600

[QUESTION]

112. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The total manufacturing cost assigned to Job M is closest to:

A) $10,830

B) $7,400

C) $25,730

D) $7,500

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Refl1

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Molding
Estimated fixed manufacturing overhead...........ccccccoeviiiiiiiie e $19,600
Estimated variable manufacturing overhead ($1.10 per MH x 4,000 MHS)...... 4,400
Estimated total manufacturing overhead COSt............coevvvviiiiiiiiiiiiiiiieieieveeeeeees $24,000
Finishing
Estimated fixed manufacturing overhead............ccccevvvvvvvviiiiiiiieeieieiiieeeeeeeeeeeeens $2,400
Estimated variable manufacturing overhead ($2.10 per MH x 1,000 MHS)...... 2,100
Estimated total manufacturing overhead COSt............ooevvvvvviiiiiiiiiieiiieeeeeieieeeees $4,500

The second step is to combine the estimated manufacturing overhead costs in the two departments ($24,000
+ $4,500 = $28,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $28,500
Estimated total machine hours..............ccccccoee. 5,000 MHs
Predetermined overhead rate.............cccceevvieennnnn $5.70 per MH

The overhead applied to Job M is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.70 per MH x (1,300 MHs + 600 MHSs)

= $5.70 per MH x (1,900 MHs)

=$10,830

Job M’s manufacturing cost:
Direct materialS...........cooveeevvvevreeenennn. $7,500
Direct 1abor COSt.......c.oocevveviiiiiieeiinnn. 7,400



Manufacturing overhead applied....... 10,830
Total manufacturing cost................... $25,730

[QUESTION]

113. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 40% on manufacturing cost to establish selling prices. The calculated
selling price for Job A is closest to:

A) $51,970

B) $72,758

C) $80,034

D) $20,788

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Refl1

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Molding
Estimated fixed manufacturing overhead............cccceevvvvvviiiieiiiieeiiieieeeeeeeeeeeeaeens $19,600
Estimated variable manufacturing overhead ($1.10 per MH x 4,000 MHS)...... 4,400
Estimated total manufacturing overhead COSt............covvvvvvviiiiiiiiieeiieeieeeeeveeeaees $24,000
Finishing
Estimated fixed manufacturing overhead............ccccevvvvvvvviiiiiiiieeieieiiieeeeeeeeeeeeens $2,400
Estimated variable manufacturing overhead ($2.10 per MH x 1,000 MHS)...... 2,100
Estimated total manufacturing overhead COSt............ooevvvvvviiiiiiiiiieiiieeeeeieieeeees $4,500

The second step is to combine the estimated manufacturing overhead costs in the two departments ($24,000
+ $4,500 = $28,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $28,500
Estimated total machine hours...........cccccveeeeeeeens 5,000 MHs
Predetermined overhead rate.............cccceevviieennnnn $5.70 per MH

The overhead applied to Job A is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.70 per MH x (2,700 MHs + 400 MHs)

= $5.70 per MH x (3,100 MHs)

=$17,670

Job A’s manufacturing cost:
Direct materials..........ccccecovvevveerennne. $13,600
Direct labor cOSt.......cccoovviciviiinreeennns 20,700
Manufacturing overhead applied....... 17,670
Total manufacturing cost................... $51,970

The selling price for Job A:



Total manufacturing cost............... $51,970
Markup (4090) .........cooveveeeeeeeereeenenn. 20,788
Selling price .....cocoevveevceeeiieeeene, $72,758

Reference: CH02-Ref12

Lueckenhoff Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on direct labor-hours. The company based its predetermined overhead rate for the current year on
total fixed manufacturing overhead cost of $497,000, variable manufacturing overhead of $2.40 per direct
labor-hour, and 70,000 direct labor-hours. The company has provided the following data concerning Job T498
which was recently completed:

Number of units in the job .............. 40
Total direct labor-hours .................. 80
Direct materials..........c..cccoeeevveenne.. $950
Direct labor cost........ccc.ccovvvevuveennen. $2,720

[QUESTION]

114. The estimated total manufacturing overhead is closest to:

A) $665,000

B) $497,002

C) $497,000

D) $168,000

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref12

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $497,000 + ($2.40 per direct labor-hour x 70,000 direct labor-hours) = $497,000 + $168,000 =
$665,000

[QUESTION]

115. The predetermined overhead rate is closest to:

A) $11.90 per direct labor-hour

B) $7.10 per direct labor-hour

C) $9.50 per direct labor-hour

D) $2.40 per direct labor-hour

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref12

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation



base) = $497,000 + ($2.40 per direct labor-hour x 70,000 direct labor-hours) = $497,000 + $168,000 =
$665,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $665,000 + 70,000 direct labor-hours = $9.50 per direct labor-hour

[QUESTION]

116. The amount of overhead applied to Job T498 is closest to:

A) $568

B) $192

C) $760

D) $952

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref12

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $497,000 + ($2.40 per direct labor-hour x 70,000 direct labor-hours) = $497,000 + $168,000 =
$665,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $665,000 + 70,000 direct labor-hours = $9.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.50 per direct labor-hour x 80 direct labor-hours = $760

[QUESTION]

117. The total job cost for Job T498 is closest to:

A) $4,430

B) $3,670

C) $1,710

D) $3,480

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref12

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $497,000 + ($2.40 per direct labor-hour x 70,000 direct labor-hours) = $497,000 + $168,000 =
$665,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $665,000 + 70,000 direct labor-hours = $9.50 per direct labor-hour



Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.50 per direct labor-hour x 80 direct labor-hours = $760

Direct materials...........cccccoovveeiveennnenn $950
Direct 1abor ... 2,720
Manufacturing overhead applied....... 760
Total cost of Job T498.........cccceuenee. $4,430

[QUESTION]

118. The unit product cost for Job T498 is closest to:

A) $55.38

B) $42.75

C) $91.75

D) $110.75

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref12

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $497,000 + ($2.40 per direct labor-hour x 70,000 direct labor-hours) = $497,000 + $168,000 =
$665,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $665,000 + 70,000 direct labor-hours = $9.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.50 per direct labor-hour x 80 direct labor-hours = $760

Direct materials.........c.ccccvvveeviciveeennnee $950
Direct 1abor ... 2,720
Manufacturing overhead applied....... 760
Total cost of Job T498..........c.cccveeee. $4,430
e. Total cost of Job T498 (a) ................. $4,430
Number of units (b)........cccccccvvvvnnnnne. 40
Unit product cost (@) = (0)......ceene.... $110.75

Reference: CH02-Ref13
Nielsen Corporation has two manufacturing departments--Machining and Assembly. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Machining Assembly Total
Estimated total machine-hours (MHS) .........ccccccceviiiiieninnnn, 1,000 4,000 5,000
Estimated total fixed manufacturing overhead cost ............. $4,700 $10,800 $15,500
Estimated variable manufacturing overhead cost per MH ... $1.20 $2.20

During the most recent month, the company started and completed two jobs--Job F and Job M. There were
no beginning inventories. Data concerning those two jobs follow:



Job F Job M

Direct materials...........cc.cceeueeene $13,000 $7,400

Direct labor COSt.........cceevueennene $20,400 $8,800

Machining machine-hours ........ 700 300

Assembly machine-hours.......... 1,600 2,400
[QUESTION]

119. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The total manufacturing cost assigned to Job F is closest to:

A) $13,000

B) $20,400

C) $45,130

D) $11,730

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref13

Fee The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead...........ccccccoovviiiiiiiie e $4,700
Estimated variable manufacturing overhead ($1.20 per MH x 1,000 MHS)...... 1,200
Estimated total manufacturing overhead COSt...........occcvveiiiiiiiiniiieeee, $5,900
Assembly
Estimated fixed manufacturing overhead............cccccoviiiiiiin e, $10,800
Estimated variable manufacturing overhead ($2.20 per MH x 4,000 MHS)...... 8,800
Estimated total manufacturing overhead COSt...........occcoveiiiiiiiiniiiee e, $19,600

The second step is to combine the estimated manufacturing overhead costs in the two departments ($5,900 +
$19,600 = $25,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $25,500
Estimated total machine hours............ccccccoeviinnneee. 5,000 MHs
Predetermined overhead rate..............cccccceeveeeeen. $5.10 per MH

The overhead applied to Job F is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.10 per MH x (700 MHs + 1,600 MHSs)

= $5.10 per MH x (2,300 MHSs)

=$11,730

Job F’s manufacturing cost:
Direct materials..........c.ccoceevveeereevnenne. $13,000
Direct labor COSt........coooviiiiiieiiiinnnns 20,400
Manufacturing overhead applied....... 11,730

Total manufacturing cost................... $45,130



[QUESTION]

120. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 40% on manufacturing cost to establish selling prices. The calculated
selling price for Job M is closest to:

A) $46,154

B) $41,958

C) $29,970

D) $11,988

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref13

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............ccccevvvvvvvvvveeeiieeeieieiieeieeeeeeeieeens $4,700
Estimated variable manufacturing overhead ($1.20 per MH x 1,000 MHS)...... 1,200
Estimated total manufacturing overhead COSt............covvvivviiiiiiiiiiieiiieeeeeieeeeeees $5,900
Assembly
Estimated fixed manufacturing overhead............ccccevvvvvvviiiiiiiiiieiiieieieeeeeieeeeeeens $10,800
Estimated variable manufacturing overhead ($2.20 per MH x 4,000 MHS)...... 8,800
Estimated total manufacturing overhead COSt...........cooccciiiiiieeiiiiieee e $19,600

The second step is to combine the estimated manufacturing overhead costs in the two departments ($5,900 +
$19,600 = $25,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $25,500
Estimated total machine hours...........cccccveeeeeeeees 5,000 MHs
Predetermined overhead rate.............cccceevviieennnnn $5.10 per MH

The overhead applied to Job M is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.10 per MH x (300 MHs + 2,400 MHSs)

= $5.10 per MH x (2,700 MHs)

=$13,770

Job M’s manufacturing cost:
Direct materials..........ccceeevevveeevnnen. $7,400
Direct labor CoSt.........ccovvvvvvveveeeeennnne. 8,800
Manufacturing overhead applied....... 13,770
Total manufacturing cost................... $29,970

The selling price for Job M:
Total manufacturing cost............... $29,970
Markup (409%0) ......ccveeeiireeeeniiieeenne 11,988



Selling price .....coovveeeeeecieeecieeen $41,958

Reference: CHO2-Refl4

Decorte Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct [abor-hours ..., 10,000
Total fixed manufacturing overhead COSt ..........cccceevviieierninnen. $33,000
Variable manufacturing overhead per direct labor-hour.......... $2.50

Recently, Job K332 was completed with the following characteristics:

Number of units in the job .............. 70
Total direct labor-hours .................. 140
Direct materials...........coeeevvvvereenn. $455
Direct 1abor COSt........ccovvvevcieeereeenn, $5,320

[QUESTION]

121. The amount of overhead applied to Job K332 is closest to:

A) $812

B) $350

C) $462

D) $1,162

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref14

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $33,000 + ($2.50 per direct labor-hour x 10,000 direct labor-hours) = $33,000 + $25,000 = $58,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $58,000 + 10,000 direct labor-hours = $5.80 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.80 per direct labor-hour x 140 direct labor-hours = $812

[QUESTION]

122. The total job cost for Job K332 is closest to:
A) $5,775

B) $6,132

C) $6,587

D) $1,267

Answer: C

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:



Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref14

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $33,000 + ($2.50 per direct labor-hour x 10,000 direct labor-hours) = $33,000 + $25,000 = $58,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $58,000 + 10,000 direct labor-hours = $5.80 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.80 per direct labor-hour x 140 direct labor-hours = $812

Direct materials...........cccoevevvereennnnnn, $455
Direct [abor .........eeiiiiiiiiiiiiiieeeeeeea, 5,320
Manufacturing overhead applied....... 812
Total cost of Job K332....................... $6,587

[QUESTION]

123. The unit product cost for Job K332 is closest to:

A) $94.10

B) $18.10

C) $82.50

D) $47.05

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref14

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $33,000 + ($2.50 per direct labor-hour x 10,000 direct labor-hours) = $33,000 + $25,000 = $58,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $58,000 + 10,000 direct labor-hours = $5.80 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.80 per direct labor-hour x 140 direct labor-hours = $812

Direct materials...........cccoevevvvierennnnns $455
(D] 17101l F=1 o Yo | S 5,320
Manufacturing overhead applied....... 812
Total cost of Job K332.........ccceuveeee. $6,587
e. Total cost of Job K332 (@) .....eevernnnen. $6,587
Number of units (b).......cooeeviieeeiennnns 70
Unit product cost (a) = (0).......ccc...... $94.10

Reference: CH02-Refl5



Beans Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $162,000, variable manufacturing overhead of $2.80 per direct labor-
hour, and 60,000 direct labor-hours. Recently, Job K818 was completed with the following characteristics:

Number of units in the job .............. 10
Total direct labor-hours .................. 50
Direct materials..........ccccccoeevereennne. $920
Direct labor cost.........c.ccccvveeviveennnen. $1,400

[QUESTION]

124. The estimated total manufacturing overhead is closest to:

A) $330,000

B) $162,000

C) $168,000

D) $162,003

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref15

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $162,000 + ($2.80 per direct labor-hour x 60,000 direct labor-hours) = $162,000 + $168,000 =
$330,000

[QUESTION]

125. The predetermined overhead rate is closest to:

A) $5.50 per direct labor-hour

B) $8.30 per direct labor-hour

C) $2.80 per direct labor-hour

D) $2.70 per direct labor-hour

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref15

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $162,000 + ($2.80 per direct labor-hour x 60,000 direct labor-hours) = $162,000 + $168,000 =
$330,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $330,000 + 60,000 direct labor-hours = $5.50 per direct labor-hour

[QUESTION]
126. The amount of overhead applied to Job K818 is closest to:



A) $135

B) $140

C) $415

D) $275

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref15

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $162,000 + ($2.80 per direct labor-hour x 60,000 direct labor-hours) = $162,000 + $168,000 =
$330,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $330,000 + 60,000 direct labor-hours = $5.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.50 per direct labor-hour x 50 direct labor-hours = $275

[QUESTION]

127. The total job cost for Job K818 is closest to:

A) $1,675

B) $2,595

C) $1,195

D) $2,320

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref15

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $162,000 + ($2.80 per direct labor-hour x 60,000 direct labor-hours) = $162,000 + $168,000 =
$330,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $330,000 + 60,000 direct labor-hours = $5.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.50 per direct labor-hour x 50 direct labor-hours = $275

Direct materialS........cccccvvvvvvvevvevennnnnns $920
(D] 17101l F=1 o Yo | S 1,400
Manufacturing overhead applied....... 275

Total cost of Job K818...................... $2,595



[QUESTION]

128. The unit product cost for Job K818 is closest to:

A) $51.90

B) $259.50

C) $232.00

D) $119.50

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref15

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $162,000 + ($2.80 per direct labor-hour x 60,000 direct labor-hours) = $162,000 + $168,000 =
$330,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $330,000 + 60,000 direct labor-hours = $5.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.50 per direct labor-hour x 50 direct labor-hours = $275

Direct materials...........ccceeverveneennenne $920

Direct [abor .........eeevieiiiiiiiiiieeeeeeea, 1,400

Manufacturing overhead applied....... 275

Total cost of Job K818...................... $2,595
e. Total cost of Job K818 (a) ................. $2,595

Number of units (b)........ccccceviiinennne. 10

Unit product cost (&) + (B)......cceeennnee. $259.50
[QUESTION]

129. If the company marks up its unit product costs by 40% then the selling price for a unit in Job K818 is
closest to:

A) $363.30

B) $103.80

C) $383.30

D) $324.80

Answer: A

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CH02-Ref15
Feedback:



Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $162,000 + ($2.80 per direct labor-hour x 60,000 direct labor-hours) = $162,000 + $168,000 =
$330,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $330,000 + 60,000 direct labor-hours = $5.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $5.50 per direct labor-hour x 50 direct labor-hours = $275

Direct materials...........ccceevevververnnnnn $920
Direct [abor ..........cccocvvviiiiie, 1,400
Manufacturing overhead applied....... 275
Total cost of Job K818..........ccccvennee. $2,595

e. Total cost of Job K818 (a) ................. $2,595
Number of units (b).........ccccccvvvnnnnnne. 10

Unit product cost (@) = (0)......coeene.... $259.50
Unit product cost for Job K818.......... $259.50
Markup (40% x $259.50).................. 103.80
Selling Price ....coevveevieieiieeeeeeiee $363.30

Reference: CH02-Ref16

Lupo Corporation uses a job-order costing system with a single plantwide predetermined overhead rate based
on machine-hours. The company based its predetermined overhead rate for the current year on the following
data:

Total machine-hours...........cccccoi e 30,000
Total fixed manufacturing overhead cost ............................. $252,000
Variable manufacturing overhead per machine-hour.............. $2.10

Recently, Job T687 was completed with the following characteristics:

Number of units in the job .............. 10
Total machine-hours...................... 30
Direct materials...........ccccceevvvreeenne. $675
Direct labor coSt.........cccceevvvereennne. $1,050

[QUESTION]

130. The estimated total manufacturing overhead is closest to:

A) $315,000

B) $252,000

C) $252,002

D) $63,000

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CH02-Ref16
Feedback:



Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $252,000 + ($2.10 per machine-hour x 30,000 machine-hours) = $252,000 + $63,000 = $315,000

[QUESTION]

131. The predetermined overhead rate is closest to:

A) $12.60 per machine-hour

B) $10.50 per machine-hour

C) $8.40 per machine-hour

D) $2.10 per machine-hour

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref16

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $252,000 + ($2.10 per machine-hour x 30,000 machine-hours) = $252,000 + $63,000 = $315,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $315,000 + 30,000 machine-hours = $10.50 per machine-hour

[QUESTION]

132. The amount of overhead applied to Job T687 is closest to:

A) $315

B) $252

C) $378

D) $63

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref16

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $252,000 + ($2.10 per machine-hour x 30,000 machine-hours) = $252,000 + $63,000 = $315,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $315,000 + 30,000 machine-hours = $10.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.50 per machine-hour x 30 machine-hours = $315

[QUESTION]

133. The total job cost for Job T687 is closest to:
A) $1,365

B) $1,725

C) $990



D) $2,040

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref16

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $252,000 + ($2.10 per machine-hour x 30,000 machine-hours) = $252,000 + $63,000 = $315,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $315,000 =+ 30,000 machine-hours = $10.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.50 per machine-hour x 30 machine-hours = $315

Direct materials...........ccccccoveeeveeennnnn $675
Direct 1abor ...........cvvveiviiiiiiiiiiiiiiiiinns 1,050
Manufacturing overhead applied....... 315
Total cost of Job T687........cc.oecu....... $2,040

[QUESTION]

134. The unit product cost for Job T687 is closest to:

A) $99.00

B) $68.00

C) $172.50

D) $204.00

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref16

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $252,000 + ($2.10 per machine-hour x 30,000 machine-hours) = $252,000 + $63,000 = $315,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $315,000 + 30,000 machine-hours = $10.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.50 per machine-hour x 30 machine-hours = $315

Direct materialS...........coccvvvveivcvvereenne. $675
Direct [abor .........cveeiiiiiiiiiiieeeeeeeeeeas 1,050
Manufacturing overhead applied....... 315

Total cost of Job T687.........ccovvvveneee.. $2,040



e. Total cost of Job T687 () ................. $2,040

Number of units (b)......ccoovecvvveeerennnns 10
Unit product cost (@) = (D) ...ccevveenennne $204.00
[QUESTION]

135. If the company marks up its unit product costs by 40% then the selling price for a unit in Job T687 is
closest to:

A) $81.60

B) $305.60

C) $285.60

D) $241.50

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref16

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $252,000 + ($2.10 per machine-hour x 30,000 machine-hours) = $252,000 + $63,000 = $315,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $315,000 + 30,000 machine-hours = $10.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.50 per machine-hour x 30 machine-hours = $315

Direct materials...........cccccevevvveereennennn, $675
Direct 1abor ... 1,050
Manufacturing overhead applied....... 315
Total cost of Job T687.........cceeuvenee. $2,040
e. Total cost of Job T687 () ................. $2,040
Number of units (b).........ccccccvvvnnnnnne. 10
Unit product cost (@) = (0)......coeene.... $204.00
Unit product cost for Job T687 .......... $204.00
Markup (40% x $204.00)................... 81.60
Selling price ......coveevvieeiiiie e $285.60

Reference: CH0O2-Ref17
Ronson Corporation has two manufacturing departments--Casting and Customizing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Casting  Customizing Total
Estimated total machine-hours (MHS) ..........ccoeciiiiinnns 5,000 5,000 10,000
Estimated total fixed manufacturing overhead cost ............. $27,500 $10,500  $38,000

Estimated variable manufacturing overhead cost per MH ... $1.70 $2.60



During the most recent month, the company started and completed two jobs--Job C and Job G. There were
no beginning inventories. Data concerning those two jobs follow:

Job C Job G
Direct materials..........cccccceeneeee. $10,600 $6,800
Direct labor COSt.........cccevueeneeee. $23,700  $7,900
Casting machine-hours ............ 3,400 1,600
Customizing machine-hours..... 2,000 3,000

[QUESTION]

136. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The amount of manufacturing overhead applied to Job C is closest to:
A) $32,130

B) $11,900

C) $20,230

D) $20,520

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Refl17

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Casting
Estimated fixed manufacturing overhead............cccccooiiiiin e, $27,500
Estimated variable manufacturing overhead ($1.70 per MH x 5,000 MHS)....... 8,500
Estimated total manufacturing overhead COSt...........occcvveiiiiiiiiiieee, $36,000
Customizing
Estimated fixed manufacturing overhead............cccccoiiiiinne e, $10,500
Estimated variable manufacturing overhead ($2.60 per MH x 5,000 MHS)...... 13,000
Estimated total manufacturing overhead COSt............ocvvvvviviiiiiiiieiiiiiiieeiiieeeeees $23,500

The second step is to combine the estimated manufacturing overhead costs in the two departments ($36,000
+ $23,500 = $59,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $59,500
Estimated total machine hours............ccccccoovinnneen. 10,000 MHs
Predetermined overhead rate.............ccccccoeviiinnneen. $5.95 per MH

The overhead applied to Job C is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.95 per MH x (3,400 MHs + 2,000 MHSs)

= $5.95 per MH x (5,400 MHs)

= $32,130

[QUESTION]

137. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The total manufacturing cost assigned to Job G is closest to:

A) $42,070



B) $27,370

C) $6,800

D) $7,900

Answer: A

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO2-Ref17
Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Casting
Estimated fixed manufacturing overhead............cccccooiiiiiinii e, $27,500
Estimated variable manufacturing overhead ($1.70 per MH x 5,000 MHS)...... 8,500
Estimated total manufacturing overhead COSt...........ccccocveiiiiiiiiniieee e, $36,000
Customizing
Estimated fixed manufacturing overhead............cccccoviiiiiiii e, $10,500
Estimated variable manufacturing overhead ($2.60 per MH x 5,000 MHS)...... 13,000
Estimated total manufacturing overhead COSt............coevvevieiiiiiiiiiieiiieiiieeeveeieees $23,500

The second step is to combine the estimated manufacturing overhead costs in the two departments ($36,000
+ $23,500 = $59,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $59,500
Estimated total machine hours............ccccceiviinneee. 10,000 MHs
Predetermined overhead rate..............cccccceeveeeeen. $5.95 per MH

The overhead applied to Job G is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.95 per MH x (1,600 MHs + 3,000 MHSs)

= $5.95 per MH x (4,600 MHs)

= $27,370

Job G’s manufacturing cost:
Direct materials..........c.cccceevveevveevneenne. $6,800
Direct labor COSt........ccooviiiiiieiiiinnnns 7,900
Manufacturing overhead applied....... 27,370
Total manufacturing cost................... $42,070

Reference: CH02-Ref18

Sivret Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total MachinN@-NOUIS.......c..coiiiiiee e 80,000
Total fixed manufacturing overhead cost ........ccccceeevvvciiivennnnn. $624,000
Variable manufacturing overhead per machine-hour-.............. $3.10



Recently, Job M598 was completed with the following characteristics:

Number of units in the job .............. 60
Total machine-hours....................... 300
Direct materials...........cccccceeevereennne. $645
Direct labor cost.........cccceceeeveeennene. $9,000

[QUESTION]

138. The amount of overhead applied to Job M598 is closest to:

A) $930

B) $4,200

C) $2,340

D) $3,270

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref18

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $624,000 + ($3.10 per machine-hour x 80,000 machine-hours) = $624,000 + $248,000 = $872,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $872,000 + 80,000 machine-hours = $10.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.90 per machine-hour x 300 machine-hours = $3,270

[QUESTION]

139. The total job cost for Job M598 is closest to:

A) $12,270

B) $9,645

C) $3,915

D) $12,915

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref18

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $624,000 + ($3.10 per machine-hour x 80,000 machine-hours) = $624,000 + $248,000 = $872,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $872,000 + 80,000 machine-hours = $10.90 per machine-hour



Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.90 per machine-hour x 300 machine-hours = $3,270

Direct materials...........cccccoovveeiveennnenn $645
Direct 1abor ... 9,000
Manufacturing overhead applied....... 3,270
Total cost of Job M598............ccueeee. $12,915

[QUESTION]

140. The unit product cost for Job M598 is closest to:

A) $65.25

B) $160.75

C) $215.25

D) $43.05

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref18

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $624,000 + ($3.10 per machine-hour x 80,000 machine-hours) = $624,000 + $248,000 = $872,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $872,000 + 80,000 machine-hours = $10.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.90 per machine-hour x 300 machine-hours = $3,270

Direct materials.........c.ccccevveeviiiveeeennnn, $645

(D] 1710l F=1 o Yo | G 9,000

Manufacturing overhead applied....... 3,270

Total cost of Job M598.............c......... $12,915
e. Total cost of Job M598 (a)................. $12,915

Number of units (b).........ccccccvvvnnnnnne. 60

Unit product cost (@) = (0)......coene.... $215.25
[QUESTION]

141. If the company marks up its unit product costs by 40% then the selling price for a unit in Job M598 is
closest to:

A) $321.35

B) $225.05

C) $86.10

D) $301.35

Answer: D

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:



Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref18

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $624,000 + ($3.10 per machine-hour x 80,000 machine-hours) = $624,000 + $248,000 = $872,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $872,000 + 80,000 machine-hours = $10.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.90 per machine-hour x 300 machine-hours = $3,270

Direct materials...........cccoevevvereennnnnn, $645
Direct 1abor ........cccvvvveiiiiiieeee 9,000
Manufacturing overhead applied....... 3,270
Total cost of Job M598 ...................... $12,915
e. Total cost of Job M598 (a)................. $12,915
Number of units (b)........ccccevvierennn 60
Unit product cost (@) + (D) ..eeevvveenenennn $215.25
Unit product cost for Job M598 ......... $215.25
Markup (40% x $215.25)................... 86.10
Selling Price ...c.veeeveeeeeeeceeeee e, $301.35

Reference: CH02-Ref19

Levron Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $58,000, variable manufacturing overhead of $2.00 per machine-hour,
and 20,000 machine-hours. The company has provided the following data concerning Job P978 which was
recently completed:

Number of units in the job .............. 20

Total machine-hours....................... 80

Direct materials..........ccooeeveeeeeee.... $500

Direct labor coSt.......cccoveeeveveevvennnn... $2,640
[QUESTION]

142. The predetermined overhead rate is closest to:
A) $2.90 per machine-hour
B) $2.00 per machine-hour
C) $4.90 per machine-hour
D) $6.90 per machine-hour
Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CH02-Ref19
Feedback:



Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $58,000 + ($2.00 per machine-hour x 20,000 machine-hours) = $58,000 + $40,000 = $98,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $98,000 + 20,000 machine-hours = $4.90 per machine-hour

[QUESTION]

143. The amount of overhead applied to Job P978 is closest to:

A) $232

B) $160

C) $392

D) $552

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref19

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $58,000 + ($2.00 per machine-hour x 20,000 machine-hours) = $58,000 + $40,000 = $98,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $98,000 + 20,000 machine-hours = $4.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $4.90 per machine-hour x 80 machine-hours = $392

[QUESTION]

144. The total job cost for Job P978 is closest to:

A) $3,140

B) $892

C) $3,532

D) $3,032

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref19

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $58,000 + ($2.00 per machine-hour x 20,000 machine-hours) = $58,000 + $40,000 = $98,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $98,000 + 20,000 machine-hours = $4.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $4.90 per machine-hour x 80 machine-hours = $392



Direct materialS..........cccvvvvvvvvvvnnnnnnnnn.
Direct 1abor ..........vvvvvvvviiiiiiiiiiiiiiinn,
Manufacturing overhead applied.......
Total cost of Job P978......................

[QUESTION]

145. The unit product cost for Job P978 is closest to:

A) $176.60

B) $157.00

C) $44.60

D) $44.15

Answer: A

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CH02-Ref19
Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $58,000 + ($2.00 per machine-hour x 20,000 machine-hours) = $58,000 + $40,000 = $98,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $98,000 + 20,000 machine-hours = $4.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $4.90 per machine-hour x 80 machine-hours = $392

Direct materials..........ccceevvvveeeeeeennnnns
(D] 1¢=To l F=1 o Yo | G
Manufacturing overhead applied.......
Total cost of Job P978.......................

e. Total cost of Job P978 (@) ......cccrueeee.
Number of units (B)........ccccevvienennne.
Unit product cost (&) + (B)......cceeennee.

[QUESTION]

146. If the company marks up its unit product costs by 30% then the selling price for a unit in Job P978 is

closest to:

A) $249.58

B) $229.58

C) $204.10

D) $52.98

Answer: B

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking



AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref19

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $58,000 + ($2.00 per machine-hour x 20,000 machine-hours) = $58,000 + $40,000 = $98,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $98,000 + 20,000 machine-hours = $4.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $4.90 per machine-hour x 80 machine-hours = $392

Direct materials...........ccceevevververnnnnn $500
Direct [abor ..........cccocviviiiiiie 2,640
Manufacturing overhead applied....... 392
Total cost of Job P978.........cccccvenneee. $3,532
e. Total cost of Job P978 (a) ................. $3,5632
Number of units (b)........cccccccvvvnnnnnnes 20
Unit product cost (@) + (D) ..ceevvveerenenns $176.60
Unit product cost for Job P978........... $176.60
Markup (30% x $176.60)................... 52.98
Selling Price ....coevveevieieiieeeeeeiee $229.58

Reference: CH02-Ref20

Bolander Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total machine-hours...........ccccco e 70,000
Total fixed manufacturing overhead cost ................................ $294,000
Variable manufacturing overhead per machine-hour.............. $2.30

Recently, Job M825 was completed with the following characteristics:

Number of units in the job .............. 20

Total machine-hours....................... 80

Direct materials.........cccooeeeeeeeeeeen... $665

Direct 1abor COSt........ccovvveecvvieireenn, $1,840
[QUESTION]

147. The predetermined overhead rate is closest to:
A) $8.80 per machine-hour
B) $6.50 per machine-hour
C) $2.30 per machine-hour
D) $4.20 per machine-hour
Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01
Topic Area:

Blooms: Apply

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



Refer To: CH02-Ref20

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $294,000 + ($2.30 per machine-hour x 70,000 machine-hours) = $294,000 + $161,000 = $455,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $455,000 + 70,000 machine-hours = $6.50 per machine-hour

[QUESTION]

148. The amount of overhead applied to Job M825 is closest to:

A) $184

B) $520

C) $704

D) $336

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref20

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $294,000 + ($2.30 per machine-hour x 70,000 machine-hours) = $294,000 + $161,000 = $455,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $455,000 + 70,000 machine-hours = $6.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.50 per machine-hour x 80 machine-hours = $520

[QUESTION]

149. The total job cost for Job M825 is closest to:

A) $2,360

B) $2,505

C) $1,185

D) $3,025

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref20

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $294,000 + ($2.30 per machine-hour x 70,000 machine-hours) = $294,000 + $161,000 = $455,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $455,000 + 70,000 machine-hours = $6.50 per machine-hour



Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.50 per machine-hour x 80 machine-hours = $520

Direct materials...........cccccoovveeiveennnenn $665
Direct 1abor ... 1,840
Manufacturing overhead applied....... 520
Total cost of Job M825.............c......... $3,025

[QUESTION]

150. The unit product cost for Job M825 is closest to:

A) $37.81

B) $59.25

C) $151.25

D) $125.25

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref20

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $294,000 + ($2.30 per machine-hour x 70,000 machine-hours) = $294,000 + $161,000 = $455,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $455,000 + 70,000 machine-hours = $6.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.50 per machine-hour x 80 machine-hours = $520

Direct materials.........c.ccccevveeviiiveeeennnn, $665

(D] 1710l F=1 o Yo | G 1,840

Manufacturing overhead applied....... 520

Total cost of Job M825....................... $3,025
e. Total cost of Job M825 (a)................. $3,025

Number of units (b).........ccccccvvvnnnnnne. 20

Unit product cost (@) = (0)......coene.... $151.25
[QUESTION]

151. If the company marks up its unit product costs by 40% then the selling price for a unit in Job M825 is
closest to:

A) $60.50

B) $175.35

C) $211.75

D) $231.75

Answer: C

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:



Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref20

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $294,000 + ($2.30 per machine-hour x 70,000 machine-hours) = $294,000 + $161,000 = $455,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $455,000 + 70,000 machine-hours = $6.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.50 per machine-hour x 80 machine-hours = $520

Direct materials...........cccoevevvereennnnnn, $665
Direct [abor .........eeiiiiiiiiiiiiiieeeeeeea, 1,840
Manufacturing overhead applied....... 520
Total cost of Job M825 ...................... $3,025

e. Total cost of Job M825 (@)................. $3,025
Number of units (b)........ccccevvierennn 20

Unit product cost (a) + (B)....cccoereeee. $151.25
Unit product cost for Job M825 ......... $151.25
Markup (40% x $151.25).........c.......... 60.50
Selling Price ...c.veeeveeeeeeeceeeee e, $211.75

Reference: CH02-Ref21

Cull Corporation uses a job-order costing system with a single plantwide predetermined overhead rate based
on machine-hours. The company based its predetermined overhead rate for the current year on total fixed
manufacturing overhead cost of $462,000, variable manufacturing overhead of $2.20 per machine-hour, and
60,000 machine-hours. The company has provided the following data concerning Job X455 which was
recently completed:

Number of units in the job .............. 20
Total machine-hours...................... 80
Direct materials...........ccccceevvvreennnne. $940
Direct labor COSt..........cocvvvvveverenenn.. $2,240

[QUESTION]

152. The amount of overhead applied to Job X455 is closest to:

A) $176

B) $792

C) $968

D) $616

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CH02-Ref21



Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $462,000 + ($2.20 per machine-hour x 60,000 machine-hours) = $462,000 + $132,000 = $594,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $594,000 + 60,000 machine-hours = $9.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.90 per machine-hour x 80 machine-hours = $792

[QUESTION]

153. The total job cost for Job X455 is closest to:

A) $3,972

B) $1,732

C) $3,180

D) $3,032

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref21

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $462,000 + ($2.20 per machine-hour x 60,000 machine-hours) = $462,000 + $132,000 = $594,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $594,000 + 60,000 machine-hours = $9.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.90 per machine-hour x 80 machine-hours = $792

Direct materials...........cccccevevvveereennennn, $940
Direct 1abor ........ccvveeviiiiis 2,240
Manufacturing overhead applied....... 792
Total cost of Job X455..........ccccveeneee. $3,972

[QUESTION]

154. The unit product cost for Job X455 is closest to:

A) $86.60

B) $159.00

C) $198.60

D) $49.65

Answer: C

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Apply

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



Refer To: CHO02-Ref21

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $462,000 + ($2.20 per machine-hour x 60,000 machine-hours) = $462,000 + $132,000 = $594,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $594,000 + 60,000 machine-hours = $9.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.90 per machine-hour x 80 machine-hours = $792

Direct materials...........cccoevevvereernnnnn $940

Direct [abor ..........cccocvvviiiiiice, 2,240

Manufacturing overhead applied....... 792

Total cost of Job X455.........ccccevenee. $3,972
e. Total cost of Job X455 (a) ................. $3,972

Number of units (b)........cccccccvvvnnnnnne. 20

Unit product cost (@) = (0)......cveeuee... $198.60
[QUESTION]

155. If the company marks up its unit product costs by 20% then the selling price for a unit in Job X455 is
closest to:

A) $258.32

B) $190.80

C) $39.72

D) $238.32

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref21

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $462,000 + ($2.20 per machine-hour x 60,000 machine-hours) = $462,000 + $132,000 = $594,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $594,000 + 60,000 machine-hours = $9.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.90 per machine-hour x 80 machine-hours = $792

Direct materials...........ccceveeeeierennnens $940
Direct [abor ..o 2,240
Manufacturing overhead applied....... 792
Total cost of Job X455.........ccccceeueee. $3,972
e. Total cost of Job X455 (a) ................. $3,972
Number of units (b)........ooeeviieeeiennnns 20
Unit product cost (a) = (0).......cec....... $198.60

Unit product cost for Job X455 .......... $198.60



Markup (20% x $198.60)................... 39.72
Selling Price ...cveeevveeeceeeceeeeee e, $238.32

Reference: CH02-Ref22

Kostelnik Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $237,000, variable manufacturing overhead of $3.90 per machine-hour,
and 30,000 machine-hours. The company has provided the following data concerning Job A496 which was
recently completed:

Number of units in the job .............. 20
Total machine-hours...................... 80
Direct materials.........c..cccoveevveenne.. $500
Direct labor cost........ccccccevvvevuveennen. $2,160

[QUESTION]

156. The amount of overhead applied to Job A496 is closest to:

A) $1,256

B) $632

C) $944

D) $312

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref22

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $237,000 + ($3.90 per machine-hour x 30,000 machine-hours) = $237,000 + $117,000 = $354,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $354,000 + 30,000 machine-hours = $11.80 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.80 per machine-hour x 80 machine-hours = $944

[QUESTION]

157. The total job cost for Job A496 is closest to:
A) $2,660

B) $3,104

C) $3,604

D) $1,444

Answer: C

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking



AICPA: FN Measurement

Refer To: CH02-Ref22

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $237,000 + ($3.90 per machine-hour x 30,000 machine-hours) = $237,000 + $117,000 = $354,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $354,000 + 30,000 machine-hours = $11.80 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.80 per machine-hour x 80 machine-hours = $944

Direct materials...........cccccovveeerveeennenn. $500
Directlabor ........ccocovvveeiiiiiiiiieeeeeeee 2,160
Manufacturing overhead applied....... 944
Total cost of Job A496....................... $3,604

[QUESTION]

158. The unit product cost for Job A496 is closest to:

A) $133.00

B) $72.20

C) $45.05

D) $180.20

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref22

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $237,000 + ($3.90 per machine-hour x 30,000 machine-hours) = $237,000 + $117,000 = $354,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $354,000 + 30,000 machine-hours = $11.80 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.80 per machine-hour x 80 machine-hours = $944

Direct materials...........cccoeveeeiienennnenn $500

(D] 1¢=Tox l F=1 o T | G 2,160

Manufacturing overhead applied....... 944

Total cost of Job A496....................... $3,604
e. Total cost of Job A496 (@) ........cn.ee.. $3,604

Number of units (b)........cccccevvienennn 20

Unit product cost (&) + (B)......cceenn..e. $180.20
[QUESTION]

159. If the company marks up its unit product costs by 40% then the selling price for a unit in Job A496 is
closest to:

A) $186.20

B) $272.28



C) $72.08

D) $252.28

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref22

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $237,000 + ($3.90 per machine-hour x 30,000 machine-hours) = $237,000 + $117,000 = $354,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $354,000 + 30,000 machine-hours = $11.80 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.80 per machine-hour x 80 machine-hours = $944

Direct materials...........cccccevevvvereennnnnn, $500
Direct 1abor ........cccveeveiiiiis 2,160
Manufacturing overhead applied....... 944
Total cost of Job A496..........c..cve.ee. $3,604

e. Total cost of Job A496 (a) ................. $3,604
Number of units (b).........ccccccvvvnnnnnne. 20

Unit product cost (@) = (0)......coen..... $180.20
Unit product cost for Job A496.......... $180.20
Markup (40% x $180.20)..........c........ 72.08
Selling Price ...cceevveevieeceeeeeeee $252.28

Reference: CH02-Ref23
Halbur Corporation has two manufacturing departments--Machining and Customizing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Machining  Customizing Total
Estimated total machine-hours (MHS)...........cccccvvvvvvniniiinnnnn. 6,000 4,000 10,000
Estimated total fixed manufacturing overhead cost ............. $33,600 $10,000 $43,600
Estimated variable manufacturing overhead cost per MH ... $1.80 $2.80

During the most recent month, the company started and completed two jobs--Job C and Job J. There were no
beginning inventories. Data concerning those two jobs follow:

Job C Job J
Direct materials...........ccccceen.e. $11,300 $8,100
Direct labor cost..........cccceeveeeee. $18,500 $6,300
Machining machine-hours ........ 4,100 1,900
Customizing machine-hours..... 1,600 2,400

[QUESTION]



160. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The amount of manufacturing overhead applied to Job J is closest to:
A) $28,208

B) $18,748

C) $12,464

D) $15,744

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref23

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............cccccoviiiiiiineeeee, $33,600
Estimated variable manufacturing overhead ($1.80 per MH x 6,000 MHS)...... 10,800
Estimated total manufacturing overhead COSt............covvvvviviiiiiiiiiiiiiieeeeeeeeeeeees $44,400
Customizing
Estimated fixed manufacturing overhead............cccceevvvvvviiiieeiiiieiiieieeeeeeeeeveeeneens $10,000
Estimated variable manufacturing overhead ($2.80 per MH x 4,000 MHS)...... 11,200
Estimated total manufacturing overhead COSt............covvvvvviiiiiiieiiiiieieieieieeeeees $21,200

The second step is to combine the estimated manufacturing overhead costs in the two departments ($44,400
+ $21,200 = $65,600) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $65,600
Estimated total machine hours............ccccccoeviinneen. 10,000 MHs
Predetermined overhead rate............cccceevviieennnne $6.56 per MH

The overhead applied to Job J is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.56 per MH x (1,900 MHs + 2,400 MHSs)

= $6.56 per MH x (4,300 MHs)

= $28,208

[QUESTION]

161. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The total manufacturing cost assigned to Job C is closest to:
A) $18,500

B) $67,192

C) $11,300

D) $37,392

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply



AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref23

Fee The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............c.ccccooiiiiiiiinee, $33,600
Estimated variable manufacturing overhead ($1.80 per MH x 6,000 MHS)...... 10,800
Estimated total manufacturing overhead COSt.............cccceiiiiiieiniiie e, $44,400
Customizing
Estimated fixed manufacturing overhead..............ccccooiiiiiiiii e, $10,000
Estimated variable manufacturing overhead ($2.80 per MH x 4,000 MHS)...... 11,200
Estimated total manufacturing overhead COSt............cccccvvvieeeeii i, $21,200

The second step is to combine the estimated manufacturing overhead costs in the two departments ($44,400
+ $21,200 = $65,600) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $65,600
Estimated total machine hours............ccccccoeviinneen. 10,000 MHs
Predetermined overhead rate............ccccccceveveeennn. $6.56 per MH

The overhead applied to Job C is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.56 per MH x (4,100 MHs + 1,600 MHSs)

= $6.56 per MH x (5,700 MHs)

= $37,392

Job C’s manufacturing cost:
Direct materials.........c.ccoceeveevveevnenne. $11,300
Direct labor COSt........ccoovviiiiieeiiinnnns 18,500
Manufacturing overhead applied....... 37,392
Total manufacturing cost................... $67,192

Reference: CH02-Ref24

Prather Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct [abor-hours ............eeeiiiiiiiee e, 50,000
Total fixed manufacturing overhead cost ........ccccceeevvviiiinennnnn. $285,000
Variable manufacturing overhead per direct labor-hour.......... $3.80

Recently, Job P513 was completed with the following characteristics:

Number of units in the job .............. 10

Total direct labor-hours .................. 20

Direct materials........ccccvveeeeeeeeeen... $710

Direct labor CoSt..........coovvvvveverenenn.. $500
[QUESTION]

162. The estimated total manufacturing overhead is closest to:
A) $475,000



B) $285,000

C) $190,000

D) $285,004

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO2-Ref24

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $285,000 + ($3.80 per direct labor-hour x 50,000 direct labor-hours) = $285,000 + $190,000 =
$475,000

[QUESTION]

163. The predetermined overhead rate is closest to:

A) $13.30 per direct labor-hour

B) $3.80 per direct labor-hour

C) $9.50 per direct labor-hour

D) $5.70 per direct labor-hour

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref24

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $285,000 + ($3.80 per direct labor-hour x 50,000 direct labor-hours) = $285,000 + $190,000 =
$475,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $475,000 + 50,000 direct labor-hours = $9.50 per direct labor-hour

[QUESTION]

164. The amount of overhead applied to Job P513 is closest to:
A) $76

B) $190

C) $266

D) $114

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Apply

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



Refer To: CHO2-Ref24

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $285,000 + ($3.80 per direct labor-hour x 50,000 direct labor-hours) = $285,000 + $190,000 =
$475,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $475,000 + 50,000 direct labor-hours = $9.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.50 per direct labor-hour x 20 direct labor-hours = $190

[QUESTION]

165. The total job cost for Job P513 is closest to:

A) $690

B) $900

C) $1,400

D) $1,210

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref24

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $285,000 + ($3.80 per direct labor-hour x 50,000 direct labor-hours) = $285,000 + $190,000 =
$475,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $475,000 + 50,000 direct labor-hours = $9.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.50 per direct labor-hour x 20 direct labor-hours = $190

Direct materialS........ccccvvvvvvvvvevnvennnnnns $710
(D] 1¢=Tox l F=1 o T | G 500
Manufacturing overhead applied....... 190
Total cost of Job P513....................... $1,400

Reference: CH02-Ref25

Kubes Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on total
fixed manufacturing overhead cost of $90,000, variable manufacturing overhead of $3.50 per direct labor-
hour, and 30,000 direct labor-hours. The company has provided the following data concerning Job A477
which was recently completed:

Total direct labor-hours .................. 100
Direct materialS..........ccccveeevvveereeenn $520
Direct [abor COSt.......uueeveeeeeeeaen... $2,800

[QUESTION]



166. The amount of overhead applied to Job A477 is closest to:

A) $300

B) $350

C) $650

D) $1,000

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref25

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $90,000 + ($3.50 per direct labor-hour x 30,000 direct labor-hours) = $90,000 + $105,000 = $195,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $195,000 + 30,000 direct labor-hours = $6.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.50 per direct labor-hour x 100 direct labor-hours = $650

[QUESTION]

167. The total job cost for Job A477 is closest to:

A) $3,450

B) $1,170

C) $3,970

D) $3,320

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref25

Feedback:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $90,000 + ($3.50 per direct labor-hour x 30,000 direct labor-hours) = $90,000 + $105,000 = $195,000
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $195,000 + 30,000 direct labor-hours = $6.50 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.50 per direct labor-hour x 100 direct labor-hours = $650

Direct materials.........ccccccvvveeviciveeeennnn, $520
Direct 1abor .......ccccccvvveeiiiiciiieeeeee 2,800
Manufacturing overhead applied....... 650

Total cost of Job A477.....cccoeevvvvennnnn. $3,970



Reference: CH02-Ref26

Deloria Corporation has two production departments, Forming and Assembly. The company uses a job-order
costing system and computes a predetermined overhead rate in each production department. The Forming
Department’s predetermined overhead rate is based on machine-hours and the Assembly Department’s
predetermined overhead rate is based on direct labor-hours. At the beginning of the current year, the
company had made the following estimates:

Forming Assembly
MaChINE-NOUIS......ccciiiiiiiii e 19,000 15,000
Direct [abor-NOUrS ..........cooiiiiiiiii e 4,000 8,000
Total fixed manufacturing overhead cost ..........c...cccnee $129,200 $77,600
Variable manufacturing overhead per machine-hour-........ $1.60
Variable manufacturing overhead per direct labor-hour.... $3.00

During the current month the company started and finished Job T288. The following data were recorded for
this job:

Job T288: Forming Assembly
Machine-hours............. 80 10
Direct labor-hours........ 30 40
Direct materials............ $730 $380
Direct labor cost........... $900 $1,200

[QUESTION]

168. The estimated total manufacturing overhead for the Assembly Department is closest to:

A) $77,600

B) $101,600

C) $56,674

D) $24,000

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref26

Feedback:

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)
=$77,600 + ($3.00 per direct labor-hour x 8,000 direct labor-hours)
= $77,600 + $24,000 = $101,600

[QUESTION]

169. The predetermined overhead rate for the Assembly Department is closest to:
A) $3.00 per direct labor-hour
B) $12.70 per direct labor-hour
C) $9.70 per direct labor-hour
D) $5.35 per direct labor-hour
Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-04
Blooms: Apply

AACSB: Analytical Thinking



AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref26

Feedback:

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $77,600 + ($3.00 per direct labor-hour x 8,000 direct labor-hours)

= $77,600 + $24,000 = $101,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $101,600 +8,000 direct labor-hours = $12.70 per direct labor-hour

[QUESTION]

170. The amount of overhead applied in the Assembly Department to Job T288 is closest to:

A) $508.00

B) $101,600.00

C) $388.00

D) $120.00

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

=$77,600 + ($3.00 per direct labor-hour x 8,000 direct labor-hours)

= $77,600 + $24,000 = $101,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $101,600 +8,000 direct labor-hours = $12.70 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.70 per direct labor-hour x 40 direct labor-hours = $508

[QUESTION]

171. The total amount of overhead applied in both departments to Job T288 is closest to:
A) $508

B) $672

C) $1,688

D) $1,180

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref26

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$129,200 + ($1.60 per machine-hour x 19,000 machine-hours)



=$129,200 +$30,400 = $159,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $159,600 + 19,000 machine-hours = $8.40 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.40 per machine-hour x 80 machine-hours = $672

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $77,600 + ($3.00 per direct labor-hour x 8,000 direct labor-hours)

= $77,600 + $24,000 = $101,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $101,600 +8,000 direct labor-hours = $12.70 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.70 per direct labor-hour x 40 direct labor-hours = $508

Overhead applied to Job T288
Forming Department ..........cccccene.. $672
Assembly Department..................... 508

[QUESTION]

172. The total job cost for Job T288 is closest to:

A) $672

B) $2,088

C) $2,302

D) $4,390

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref26

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$129,200 + ($1.60 per machine-hour x 19,000 machine-hours)

= $129,200 +$30,400 = $159,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $159,600 + 19,000 machine-hours = $8.40 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.40 per machine-hour x 80 machine-hours = $672

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $77,600 + ($3.00 per direct labor-hour x 8,000 direct labor-hours)

= $77,600 + $24,000 = $101,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $101,600 +8,000 direct labor-hours = $12.70 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.70 per direct labor-hour x 40 direct labor-hours = $508



Forming Assembly Total

Direct materialS............ccovvvvvveeeennnn. $730 $380 $1,110

Direct 1abor .......vvevvveeiieeeiiieeeeee $900 $1,200 2,100

Manufacturing overhead applied... $672 $508 1,180

Total cost of Job T288..........cc....... $4,390
[QUESTION]

173. If the company marks up its manufacturing costs by 20% then the selling price for Job T288 would be
closest to:

A) $4,390.00

B) $878.00

C) $5,268.00

D) $5,795.00

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref26

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$129,200 + ($1.60 per machine-hour x 19,000 machine-hours)

= $129,200 +$30,400 = $159,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $159,600 + 19,000 machine-hours = $8.40 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.40 per machine-hour x 80 machine-hours = $672

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $77,600 + ($3.00 per direct labor-hour x 8,000 direct labor-hours)

= $77,600 + $24,000 = $101,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $101,600 +8,000 direct labor-hours = $12.70 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.70 per direct labor-hour x 40 direct labor-hours = $508

Forming Assembly Total
Direct materials...........cccccceeveeennee. $730 $380 $1,110
Direct 1abor .........oevveeeiiiciiiieeeeen, $900 $1,200 2,100
Manufacturing overhead applied... $672 $508 1,180
Total cost of Job T288................... $4,390
Total cost of Job T288........ $4,390.00
Markup ($4,390.00 x 20%). 878.00
Selling price ........cccoeeeenne. $5,268.00

Reference: CH02-Ref27



Macnamara Corporation has two manufacturing departments--Casting and Finishing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Casting Finishing Total
Estimated total machine-hours (MHS) ..........cccccceviiiiieninnenn. 1,000 4,000 5,000
Estimated total fixed manufacturing overhead cost ............. $4,800 $8,800  $13,600
Estimated variable manufacturing overhead cost per MH ... $1.80 $2.90

During the most recent month, the company started and completed two jobs--Job F and Job M. There were
no beginning inventories. Data concerning those two jobs follow:

JobF  Job M
Direct materials..........cccccceeveee. $11,500 $9,000
Direct labor coSt.........cccvveennene. $18,400 $7,400
Casting machine-hours ............ 700 300
Finishing machine-hours .......... 1,600 2,400

[QUESTION]

174. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. The manufacturing overhead applied to Job F is closest to:
A) $4,620

B) $12,780

C) $12,420

D) $8,160

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref27

Feedback:
Casting Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccocoiiiiiic e $4,800
Estimated variable manufacturing overhead ($1.80 per MH x 1,000 MHS)...... 1,800
Estimated total manufacturing overhead COSt (8).........ccoveerriieeeiiiiieeiniieeeee, $6,600
Estimated total machine-hours (D) .........cccoiiiii e, 1,000 MHs
Departmental predetermined overhead rate (a) + (B) ..cccooovviivieiniii e, $6.60 per MH
Finishing Department predetermined overhead rate:
Estimated fixed manufacturing overhead..............ccccciiiiiiiii e $8,800
Estimated variable manufacturing overhead ($2.90 per MH x 4,000 MHS)...... 11,600
Estimated total manufacturing overhead COSt (2).........cooviruvrieiiieiiiiiiiiieeeeeene $20,400
Estimated total machine-hours (b) ... 4,000 MHs
Departmental predetermined overhead rate (a) + (D) .....cccovveeeiiiiiiiiiiie, $5.10 per MH
Manufacturing overhead applied to Job F:
Casting ($6.60 per MH x 700 MHS) ......ccccceeevnnees $4,620
Finishing ($5.10 per MH x 1,600 MHS) ................ 8,160
Total manufacturing overhead applied................. $12,780

[QUESTION]



175. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 50% on
manufacturing cost to establish selling prices. The calculated selling price for Job M is closest to:

A) $15,310

B) $47,767

C) $30,620

D) $45,930

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref27

Feedback:
Casting Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccocviiiiiii s $4,800
Estimated variable manufacturing overhead ($1.80 per MH x 1,000 MHS)...... 1,800
Estimated total manufacturing overhead cOSt (2)........cccceeeviiiiiiiiiiiiiiicccccs $6,600
Estimated total machine-hours (D) ... 1,000 MHs
Departmental predetermined overhead rate (a) + (D) ....ccooeeeeeciiiiiiiieiciicccns $6.60 per MH
Finishing Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiiiniee, $8,800
Estimated variable manufacturing overhead ($2.90 per MH x 4,000 MHS)...... 11,600
Estimated total manufacturing overhead COSt (&) .........ccoveerriieeeiiiiiieiriieeeee, $20,400
Estimated total machine-hours (D) .........cccoriiiii e, 4,000 MHs
Departmental predetermined overhead rate (&) + () .c.ooovviieiiiiiiiiiini, $5.10 per MH
Manufacturing overhead applied to Job M:
Casting ($6.60 per MH x 300 MHS) ..........cccve...e. $1,980
Finishing ($5.10 per MH x 2,400 MHS) ................ 12,240
Total manufacturing overhead applied................. $14,220

The selling price for Job M would be calculated as follows:

Direct materials..........cccoceeevveveeireiveenens $9,000
Direct 1abor COSt.........oovuviiiiiiiiiiiiiiee, 7,400
Manufacturing overhead applied............. 14,220
Total manufacturing cost........................ $30,620
Markup (5090) .......oeveeiiiieeeiiiie e 15,310
Selling PriCe ....oovveiiee e $45,930

Reference: CH02-Ref28

Hickingbottom Corporation has two production departments, Forming and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Forming Department’s predetermined overhead rate is based on machine-hours and the Finishing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:



Forming Finishing

MaChiNE-NOUIS........coiiiiiii e 17,000 15,000
Direct 1ab0or-NOUrS .........oooviiiii 1,000 7,000
Total fixed manufacturing overhead cost ...........ccccceevueeee. $96,900 $65,800
Variable manufacturing overhead per machine-hour-........ $2.00

Variable manufacturing overhead per direct labor-hour.... $3.60

During the current month the company started and finished Job M381. The following data were recorded for
this job:

Job M381.: Forming Finishing

Machine-hours............. 80 30

Direct labor-hours........ 30 40

Direct materials............ $840 $350

Direct labor cost........... $750 $1,000
[QUESTION]

176. The predetermined overhead rate for the Forming Department is closest to:

A) $5.70 per machine-hour

B) $7.70 per machine-hour

C) $2.00 per machine-hour

D) $18.70 per machine-hour

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref28

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $96,900 + ($2.00 per machine-hour x 17,000 machine-hours)

= $96,900 +$34,000 = $130,900

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $130,900 + 17,000 machine-hours = $7.70 per machine-hour

[QUESTION]

177. The predetermined overhead rate for the Finishing Department is closest to:
A) $9.40 per direct labor-hour
B) $13.00 per direct labor-hour
C) $3.60 per direct labor-hour
D) $5.35 per direct labor-hour
Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-04
Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO02-Ref28
Feedback:



Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $65,800 + ($3.60 per direct labor-hour x 7,000 direct labor-hours)

= $65,800 + $25,200 = $91,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $91,000 +7,000 direct labor-hours = $13.00 per direct labor-hour

[QUESTION]

178. The total job cost for Job M381 is closest to:

A) $2,206

B) $616

C) $4,076

D) $1,870

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref28

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $96,900 + ($2.00 per machine-hour x 17,000 machine-hours)

= $96,900 +$34,000 = $130,900

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $130,900 + 17,000 machine-hours = $7.70 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.70 per machine-hour x 80 machine-hours = $616

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $65,800 + ($3.60 per direct labor-hour x 7,000 direct labor-hours)

= $65,800 + $25,200 = $91,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $91,000 +7,000 direct labor-hours = $13.00 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.00 per direct labor-hour x 40 direct labor-hours = $520

Forming Finishing Total
Direct materials..........c.ccccceveeeneenne. $840 $350 $1,190
Direct 1abor ........ccccceeveeeiieieeeee, $750 $1,000 1,750
Manufacturing overhead applied... $616 $520 1,136
Total cost of Job M381.................. $4,076

Reference: CH02-Ref29

Kalp Corporation has two production departments, Machining and Finishing. The company uses a job-order
costing system and computes a predetermined overhead rate in each production department. The Machining
Department’s predetermined overhead rate is based on machine-hours and the Finishing Department’s
predetermined overhead rate is based on direct labor-hours. At the beginning of the current year, the
company had made the following estimates:



Machining Finishing

MaChiNE-NOUIS........cooiiiii e 19,000 12,000
Direct 1abor-NOUrS ..........cooiiiiiiiii e 2,000 8,000
Total fixed manufacturing overhead COSt ............cccevveeeenne $136,800 $69,600
Variable manufacturing overhead per machine-hour-........ $1.80

Variable manufacturing overhead per direct labor-hour.... $3.20

During the current month the company started and finished Job K928. The following data were recorded for
this job:

Job K928: Machining Finishing
Machine-hours............. 90 10
Direct labor-hours........ 30 50
Direct materials............ $775 $415
Direct labor cost........... $630 $1,050

[QUESTION]

179. The estimated total manufacturing overhead for the Machining Department is closest to:

A) $136,800

B) $34,200

C) $171,000

D) $359,100

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref29

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $136,800 + ($1.80 per machine-hour x 19,000 machine-hours)
= $136,800 +$34,200 = $171,000

[QUESTION]

180. The predetermined overhead rate for the Machining Department is closest to:
A) $7.20 per machine-hour
B) $9.00 per machine-hour
C) $21.38 per machine-hour
D) $1.80 per machine-hour
Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-04
Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO02-Ref29
Feedback:



Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $136,800 + ($1.80 per machine-hour x 19,000 machine-hours)

= $136,800 +$34,200 = $171,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $171,000 + 19,000 machine-hours = $9.00 per machine-hour

[QUESTION]

181. The amount of overhead applied in the Machining Department to Job K928 is closest to:

A) $783.00

B) $810.00

C) $162.00

D) $171,000.00

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref29

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $136,800 + ($1.80 per machine-hour x 19,000 machine-hours)

= $136,800 +$34,200 = $171,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $171,000 + 19,000 machine-hours = $9.00 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.00 per machine-hour x 90 machine-hours = $810

[QUESTION]

182. The total amount of overhead applied in both departments to Job K928 is closest to:
A) $1,405

B) $2,000

C) $810

D) $595

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref29

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$136,800 + ($1.80 per machine-hour x 19,000 machine-hours)

= $136,800 +$34,200 = $171,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $171,000 + 19,000 machine-hours = $9.00 per machine-hour



Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.00 per machine-hour x 90 machine-hours = $810

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $69,600 + ($3.20 per direct labor-hour x 8,000 direct labor-hours)

= $69,600 + $25,600 = $95,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $95,200 +8,000 direct labor-hours = $11.90 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.90 per direct labor-hour x 50 direct labor-hours = $595

Overhead applied to Job K928
Machining Department .................... $810
Finishing Department ...................... 595

[QUESTION]

183. The total job cost for Job K928 is closest to:

A) $810

B) $4,275

C) $2,060

D) $2,215

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref29

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $136,800 + ($1.80 per machine-hour x 19,000 machine-hours)

= $136,800 +$34,200 = $171,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $171,000 + 19,000 machine-hours = $9.00 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.00 per machine-hour x 90 machine-hours = $810

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $69,600 + ($3.20 per direct labor-hour x 8,000 direct labor-hours)

= $69,600 + $25,600 = $95,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $95,200 +8,000 direct labor-hours = $11.90 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.90 per direct labor-hour x 50 direct labor-hours = $595

Machining Finishing Total
Direct materials..........cccccevvvveveeeene. $775 $415 $1,190
Direct [abor .......ooovveeeeeeeen $630 $1,050 1,680



Manufacturing overhead applied.... $810 $595 1,405
Total cost of Job K928................... $4,275

[QUESTION]

184. If the company marks up its manufacturing costs by 20% then the selling price for Job K928 would be
closest to:

A) $4,275.00

B) $5,643.00

C) $5,130.00

D) $855.00

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref29

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $136,800 + ($1.80 per machine-hour x 19,000 machine-hours)

= $136,800 +$34,200 = $171,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $171,000 + 19,000 machine-hours = $9.00 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.00 per machine-hour x 90 machine-hours = $810

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $69,600 + ($3.20 per direct labor-hour x 8,000 direct labor-hours)

= $69,600 + $25,600 = $95,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $95,200 +8,000 direct labor-hours = $11.90 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.90 per direct labor-hour x 50 direct labor-hours = $595

Machining Finishing Total
Direct materials............ccccoueeeeeennn. $775 $415 $1,190
Direct 1abor ........cccooeeviviciiieeeee, $630 $1,050 1,680
Manufacturing overhead applied... $810 $595 1,405
Total cost of Job K928................... $4,275
Total cost of Job K928........ $4,275.00
Markup ($4,275.00 x 20%). 855.00
Selling price ........cccoeeeenne. $5,130.00

Reference: CH02-Ref30
Janicki Corporation has two manufacturing departments--Machining and Customizing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:



Machining  Customizing Total

Estimated total machine-hours (MHS) ..........cc.occciieeeeeeinins 1,000 9,000 10,000
Estimated total fixed manufacturing overhead cost ............. $4,800 $23,400  $28,200
Estimated variable manufacturing overhead cost per MH ... $1.10 $2.50

During the most recent month, the company started and completed two jobs--Job A and Job J. There were no
beginning inventories. Data concerning those two jobs follow:

Job A Job J
Direct materials...........c...cc........ $12,000 $7,700
Direct labor cost.........cc..ccvee.... $20,700  $6,400
Machining machine-hours ........ 700 300
Customizing machine-hours..... 3,600 5,400

[QUESTION]

185. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 50% on manufacturing cost to establish selling prices. The calculated
selling price for Job A is closest to:

A) $90,707

B) $27,487

C) $82,461

D) $54,974

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref30

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............ccccevvvvvviviiiiiiiieeiiieiiieeeeeeeeeeeees $4,800
Estimated variable manufacturing overhead ($1.10 per MH x 1,000 MHS)...... 1,100
Estimated total manufacturing overhead COSt...........occcvveiiiiiiiiniiieeee, $5,900
Customizing
Estimated fixed manufacturing overhead............cccccooviiiiiin e, $23,400
Estimated variable manufacturing overhead ($2.50 per MH x 9,000 MHS)....... 22,500
Estimated total manufacturing overhead COSt...........occceveiiiiiiiiiiiee e, $45,900

The second step is to combine the estimated manufacturing overhead costs in the two departments ($5,900 +
$45,900 = $51,800) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $51,800
Estimated total machine hours...........cccccveeeeeeeeens 10,000 MHs
Predetermined overhead rate.............ccccccoevviinnneen. $5.18 per MH

The overhead applied to Job A is calculated as follows:
Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.18 per MH x (700 MHs + 3,600 MHs)



= $5.18 per MH x (4,300 MHSs)

=$22,274

Job A’s manufacturing cost:
Direct materials..........cccooevevveieeneene. $12,000
Direct labor COSt..........cccvevviiieiiniien. 20,700
Manufacturing overhead applied....... 22,274
Total manufacturing cost................... $54,974

The selling price for Job A:

Total manufacturing cost............... $54,974

Markup (5090) .......cccovvvireeniieeennne 27,487

Selling Price ....ccovvviiiieeeieeeie $82,461
[QUESTION]

186. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 50% on manufacturing cost to establish selling prices. The calculated
selling price for Job J is closest to:

A) $71,983

B) $65,439

C) $43,626

D) $21,813

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref30

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead...........ccccccovviiiiiiiie e $4,800
Estimated variable manufacturing overhead ($1.10 per MH x 1,000 MHS)...... 1,100
Estimated total manufacturing overhead COSt...........coccciiiviieeiiiiiieee e, $5,900
Customizing
Estimated fixed manufacturing overhead...........ccccccoiviiiiiiiie e $23,400
Estimated variable manufacturing overhead ($2.50 per MH x 9,000 MHS)...... 22,500
Estimated total manufacturing overhead COSt...........ooociiiiiiieiiiiiiii e $45,900

The second step is to combine the estimated manufacturing overhead costs in the two departments ($5,900 +
$45,900 = $51,800) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $51,800
Estimated total machine hours...........cccccovivernne 10,000 MHs
Predetermined overhead rate.............ccccccoevviinnneen. $5.18 per MH

The overhead applied to Job J is calculated as follows:
Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job



= $5.18 per MH x (300 MHs + 5,400 MHs)
= $5.18 per MH x (5,700 MHs)

= $29,526

Job J’'s manufacturing cost:
Direct materials..........cccoocvevveneennene. $7,700
Direct labor COSt..........ccccvevviieiininen. 6,400
Manufacturing overhead applied....... 29,526
Total manufacturing cost................... $43,626

The selling price for Job J:

Total manufacturing cost............... $43,626

Markup (5090) ......ccvvveeiiiiieeiiiieeenne 21,813

Selling Price .....cocoeevieeriieeiiieeiiens $65,439
[QUESTION]

187. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 50% on
manufacturing cost to establish selling prices. The calculated selling price for Job A is closest to:

A) $27,595

B) $87,752

C) $82,785

D) $55,190

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref30

Feedback:
Machining Department predetermined overhead rate:
Estimated fixed manufacturing overhead............cccccceveiiiii e $4,800
Estimated variable manufacturing overhead ($1.10 per MH x 1,000 MHS)...... 1,100
Estimated total manufacturing overhead COSt (&) .........coveerriieeiiniiiieiriieeeee, $5,900
Estimated total machine-hours (D) .........cccoiiiiii e, 1,000 MHs
Departmental predetermined overhead rate (a) + (D) .....oeeeeeeiiiiiiciicicceccne $5.90 per MH
Customizing Department predetermined overhead rate:
Estimated fixed manufacturing overhead..............cccccieiiiiiiii e $23,400
Estimated variable manufacturing overhead ($2.50 per MH x 9,000 MHS)...... 22,500
Estimated total manufacturing overhead COSt (2).........coovirvuvieeiieeiiiiiiiiiieeeeenn $45,900
Estimated total machine-hours (D) ........ccccoriiiiii e, 9,000 MHs
Departmental predetermined overhead rate (&) + (B) .coooovvieiiiiiiiiii, $5.10 per MH
Manufacturing overhead applied to Job A:
Machining ($5.90 per MH x 700 MHS) ................. $4,130
Customizing ($5.10 per MH x 3,600 MHS)........... 18,360

Total manufacturing overhead applied................. $22,490



The selling price for Job A would be calculated as follows:

Direct materials...........ccoooeerierecincnnennns $12,000

Direct labor CoSt.........cocviiiriiiiiieiee 20,700

Manufacturing overhead applied............. 22,490

Total manufacturing cost...........cccceevunee. $55,190

Markup (5090) .......ovveeiiiiiieiiiee e 27,595

Selling PriCe ..ccvvieiiiieeecee e $82,785
[QUESTION]

188. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 50% on
manufacturing cost to establish selling prices. The calculated selling price for Job J is closest to:

A) $65,115

B) $67,720

C) $21,705

D) $43,410

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref30

Feedback:
Machining Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccccoiiiiiic s $4,800
Estimated variable manufacturing overhead ($1.10 per MH x 1,000 MHS)...... 1,100
Estimated total manufacturing overhead COSt (&) .........ccoeeerriieeeiiiiiieiniieeeee, $5,900
Estimated total machine-hours (D) .........cccoiiiiii e, 1,000 MHs
Departmental predetermined overhead rate (a) + (B) ..cccoovviieeeiiiiii e, $5.90 per MH
Customizing Department predetermined overhead rate:
Estimated fixed manufacturing overhead............cccccceveiiiii e $23,400
Estimated variable manufacturing overhead ($2.50 per MH x 9,000 MHS)...... 22,500
Estimated total manufacturing overhead cOSt (2)........cccccevviiiiiiiiiiiiicicccn $45,900
Estimated total machine-hours (D) ... 9,000 MHs
Departmental predetermined overhead rate (a) + (D) ....cooeeeeeiiiiiiiiiiicciccnn $5.10 per MH
Manufacturing overhead applied to Job J:
Machining ($5.90 per MH x 300 MHS) ................. $1,770
Customizing ($5.10 per MH x 5,400 MHS)........... 27,540
Total manufacturing overhead applied................. $29,310

The selling price for Job J would be calculated as follows:

Direct materialS..........cccccevvvvveieiiiiiieieeeee, $7,700
Direct [abor COSt........oeeevieiiiiiiiieeeeeeeeeees 6,400
Manufacturing overhead applied............. 29,310
Total manufacturing CoSt............cccvveeen... $43,410
Markup (5090) .......oeveeviiieieiiiiiee e 21,705

Selling Price .....coovviveeiiieee e $65,115



Reference: CH02-Ref31

Comans Corporation has two production departments, Milling and Customizing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Milling Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Milling Customizing
MacChINE-NOUIS........cooiiiiii e 18,000 13,000
Direct [abor-NOUrS ..........cooiiiiiiiii e 4,000 7,000
Total fixed manufacturing overhead cost ..........c...cccneee $113,400 $64,400
Variable manufacturing overhead per machine-hour-........ $1.60
Variable manufacturing overhead per direct labor-hour.... $3.90

During the current month the company started and finished Job A319. The following data were recorded for
this job:

Job A319: Milling Customizing

Machine-hours............. 60 10

Direct labor-hours........ 20 60

Direct materials............ $655 $305

Direct labor cost........... $400 $1,200
[QUESTION]

189. The amount of overhead applied in the Milling Department to Job A319 is closest to:

A) $142,200.00

B) $552.00

C) $96.00

D) $474.00

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref31

Feedback:

Milling Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$113,400 + ($1.60 per machine-hour x 18,000 machine-hours)

=$113,400 +$28,800 = $142,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $142,200 + 18,000 machine-hours = $7.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.90 per machine-hour x 60 machine-hours = $474

[QUESTION]

190. The amount of overhead applied in the Customizing Department to Job A319 is closest to:
A) $234.00

B) $786.00

C) $552.00



D) $91,700.00

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $64,400 + ($3.90 per direct labor-hour x 7,000 direct labor-hours)

= $64,400 + $27,300 = $91,700

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $91,700 +7,000 direct labor-hours = $13.10 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.10 per direct labor-hour x 60 direct labor-hours = $786

[QUESTION]

191. If the company marks up its manufacturing costs by 20% then the selling price for Job A319 would be
closest to:

A) $5,042.00

B) $4,584.00

C) $3,820.00

D) $764.00

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref31

Feedback:

Milling Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$113,400 + ($1.60 per machine-hour x 18,000 machine-hours)

=$113,400 +$28,800 = $142,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $142,200 + 18,000 machine-hours = $7.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.90 per machine-hour x 60 machine-hours = $474

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per

direct labor-hour x Total direct labor-hours in the department)

= $64,400 + ($3.90 per direct labor-hour x 7,000 direct labor-hours)

= $64,400 + $27,300 = $91,700

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $91,700 +7,000 direct labor-hours = $13.10 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.10 per direct labor-hour x 60 direct labor-hours = $786



Milling Customizing Total

Direct materials..........cc.cccoueeeunn.ne. $655 $305 $960
Direct [abor ..........occvvveeeeieeiieiiinnnn. $400 $1,200 1,600
Manufacturing overhead applied... $474 $786 1,260
Total cost of Job A319................... $3,820
Total cost of Job A319........ $3,820.00
Markup ($3,820.00 x 20%). 764.00
Selling price .......cccoeeveevieens $4,584.00

Reference: CH02-Ref32
Sanderlin Corporation has two manufacturing departments--Machining and Finishing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Machining Finishing Total
Estimated total machine-hours (MHS)..........ccccvvvvivininiinnnnnn. 5,000 5,000 10,000
Estimated total fixed manufacturing overhead cost ............. $26,500 $13,500  $40,000
Estimated variable manufacturing overhead cost per MH ... $2.00 $3.00

During the most recent month, the company started and completed two jobs--Job C and Job L. There were no
beginning inventories. Data concerning those two jobs follow:

Job C Job L
Direct materials...........c...cc........ $12,500 $8,200
Direct labor cost..........c.ccvee.ee. $20,200 $6,400
Machining machine-hours ........ 3,400 1,600
Finishing machine-hours .......... 2,000 3,000

[QUESTION]

192. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. The manufacturing overhead applied to Job L is closest to:
A) $11,680

B) $28,780

C) $17,100

D) $29,900

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref32

Feedback:

Machining Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........cccccccvveii i $26,500
Estimated variable manufacturing overhead ($2.00 per MH x 5,000 MHS)...... 10,000
Estimated total manufacturing overhead COSt (2).........coevrrvuiieeiiieiiiiiiiiieeeeeene $36,500
Estimated total machine-hours (b) ...........coooii e 5,000 MHs

Departmental predetermined overhead rate (a) + (D) ......cccvvieeiieeiiiiiiiiieeeee $7.30 per MH



Finishing Department predetermined overhead rate:

Estimated fixed manufacturing overhead............cccccceeeiiiiiciiii e, $13,500
Estimated variable manufacturing overhead ($3.00 per MH x 5,000 MHS)....... 15,000
Estimated total manufacturing overhead COSt (&) .........ccveerrvrieiiiiiiieeriiee e, $28,500
Estimated total machine-hours (D) ..o, 5,000 MHs
Departmental predetermined overhead rate (a) + () ....ocovviiiieiiiiiiiine, $5.70 per MH
Manufacturing overhead applied to Job L:
Machining ($7.30 per MH x 1,600 MHs) .............. $11,680
Finishing ($5.70 per MH x 3,000 MHS) ................ 17,100
Total manufacturing overhead applied................. $28,780
[QUESTION]

193. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 20% on
manufacturing cost to establish selling prices. The calculated selling price for Job C is closest to:

A) $87,666

B) $68,920

C) $13,784

D) $82,704

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref32

Feedback:
Machining Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiiinii e, $26,500
Estimated variable manufacturing overhead ($2.00 per MH x 5,000 MHS)...... 10,000
Estimated total manufacturing overhead COSt (8).........ccoveerriieeiiniiieeiiieeeee, $36,500
Estimated total machine-hours (D) ... 5,000 MHs
Departmental predetermined overhead rate (a) + (D) ....ccooeeeeeiiiiiiiiieiccccccns $7.30 per MH
Finishing Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............cccccoiiiic s $13,500
Estimated variable manufacturing overhead ($3.00 per MH x 5,000 MHS)...... 15,000
Estimated total manufacturing overhead COSt (8).........ccoveerriieeeiiiiieeiiiieeeee, $28,500
Estimated total machine-hours (D) ........ccccoiiiiii e, 5,000 MHs
Departmental predetermined overhead rate (&) + (B) .coooovvieiiiiiiiiii, $5.70 per MH
Manufacturing overhead applied to Job C:
Machining ($7.30 per MH x 3,400 MHS) .............. $24,820
Finishing ($5.70 per MH x 2,000 MHS) ................ 11,400
Total manufacturing overhead applied................. $36,220

The selling price for Job C would be calculated as follows:
Direct materials..........cccccevvvevieeiireesneenn, $12,500



Direct [abor COSt........ceeeeviiiiiiiiiieeie e 20,200

Manufacturing overhead applied............. 36,220
Total manufacturing coSt............cccvveee... $68,920
Markup (2090) ......cceeveveeerieerireeniee e 13,784
Selling Price .....cccovvvveeeiiiiie e, $82,704

Reference: CH02-Ref33

Collini Corporation has two production departments, Machining and Customizing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Machining Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Machining  Customizing

MaChINE-NOUIS......cccoiiiiiii e 17,000 15,000
Direct 1abor-hours ........ccueveiiiiii e 3,000 6,000
Total fixed manufacturing overhead cost ......................... $102,000 $61,200
Variable manufacturing overhead per machine-hour........ $1.70

Variable manufacturing overhead per direct labor-hour.... $4.10

During the current month the company started and finished Job T268. The following data were recorded for
this job:

Job T268: Machining  Customizing

Machine-hours............. 80 30

Direct labor-hours........ 30 50

Direct materials............ $720 $380

Direct labor cost........... $900 $1,500
[QUESTION]

194. The total amount of overhead applied in both departments to Job T268 is closest to:

A) $616

B) $715

C) $2,046

D) $1,331

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref33

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$102,000 + ($1.70 per machine-hour x 17,000 machine-hours)

= $102,000 +$28,900 = $130,900

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $130,900 + 17,000 machine-hours = $7.70 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.70 per machine-hour x 80 machine-hours = $616



Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

=$61,200 + ($4.10 per direct labor-hour x 6,000 direct labor-hours)

=$61,200 + $24,600 = $85,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $85,800 +6,000 direct labor-hours = $14.30 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $14.30 per direct labor-hour x 50 direct labor-hours = $715

Overhead applied to Job T268
Machining Department .................... $616
Customizing Department................. 715

[QUESTION]

195. The total job cost for Job T268 is closest to:

A) $2,595

B) $616

C) $4,831

D) $2,236

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref33

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$102,000 + ($1.70 per machine-hour x 17,000 machine-hours)

= $102,000 +$28,900 = $130,900

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $130,900 + 17,000 machine-hours = $7.70 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.70 per machine-hour x 80 machine-hours = $616

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

=%$61,200 + ($4.10 per direct labor-hour x 6,000 direct labor-hours)

=$61,200 + $24,600 = $85,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $85,800 +6,000 direct labor-hours = $14.30 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $14.30 per direct labor-hour x 50 direct labor-hours = $715

Machining  Customizing Total
Direct materials..........c.ccccceveeeneenne. $720 $380 $1,100
Direct 1abor ........ccccceeveeeiieieeeee, $900 $1,500 2,400
Manufacturing overhead applied... $616 $715 1,331

Total cost of Job T268................... $4,831



[QUESTION]

196. If the company marks up its manufacturing costs by 40% then the selling price for Job T268 would be
closest to:

A) $1,932.40

B) $6,763.40

C) $4,831.00

D) $7,440.00

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref33

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$102,000 + ($1.70 per machine-hour x 17,000 machine-hours)

= $102,000 +$28,900 = $130,900

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $130,900 + 17,000 machine-hours = $7.70 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.70 per machine-hour x 80 machine-hours = $616

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

=$61,200 + ($4.10 per direct labor-hour x 6,000 direct labor-hours)

= $61,200 + $24,600 = $85,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $85,800 +6,000 direct labor-hours = $14.30 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $14.30 per direct labor-hour x 50 direct labor-hours = $715

Machining Customizing Total
Direct materials...........ccccccevveeennee. $720 $380 $1,100
Direct [abor .........cccceeeviiveeiiiieeee, $900 $1,500 2,400
Manufacturing overhead applied... $616 $715 1,331
Total cost of Job T268................... $4,831
Total cost of Job T268........ $4,831.00
Markup ($4,831.00 x 40%). 1,932.40
Selling price ........cccoeeeenne. $6,763.40

Reference: CH02-Ref34
Heroux Corporation has two manufacturing departments--Forming and Customizing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Forming  Customizing Total
Estimated total machine-hours (MHS) ..........ccocciiiiinnnis 3,000 7,000 10,000
Estimated total fixed manufacturing overhead cost ............. $16,500 $20,300  $36,800

Estimated variable manufacturing overhead cost per MH ... $1.70 $2.50



During the most recent month, the company started and completed two jobs--Job A and Job H. There were
no beginning inventories. Data concerning those two jobs follow:

Job A Job H
Direct materials...........c...ccooc..... $12,800 $6,700
Direct labor cost..........c.ccvee.ee. $24,300 $7,800
Forming machine-hours ........... 2,000 1,000
Customizing machine-hours..... 2,800 4,200

[QUESTION]

197. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The amount of manufacturing overhead applied to Job A is closest to:
A) $28,512

B) $16,632

C) $11,880

D) $17,664

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref34

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Forming
Estimated fixed manufacturing overhead...........ccccccoeviiiiiiiie e $16,500
Estimated variable manufacturing overhead ($1.70 per MH x 3,000 MHS)...... 5,100
Estimated total manufacturing overhead COSt............coevvvviviiiiiiiiiieiiieeeeeveeeeeees $21,600
Customizing
Estimated fixed manufacturing overhead............ccccevvvvvvvviiiiiiiieeieieiiieeeeeeeeeeeeens $20,300
Estimated variable manufacturing overhead ($2.50 per MH x 7,000 MHS)...... 17,500
Estimated total manufacturing overhead COSt............ooevvvvvviiiiiiiiiieiiieeeeeieieeeees $37,800

The second step is to combine the estimated manufacturing overhead costs in the two departments ($21,600
+ $37,800 = $59,400) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $59,400
Estimated total machine hours.................ccc.cooe 10,000 MHs
Predetermined overhead rate.............cccceevvieennnnn $5.94 per MH

The overhead applied to Job A is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.94 per MH x (2,000 MHs + 2,800 MHSs)

= $5.94 per MH x (4,800 MHs)

= $28,512

[QUESTION]
198. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. The amount of manufacturing overhead applied to Job H is closest to:



A) $19,136

B) $5,940

C) $30,888

D) $24,948

Answer: C

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO02-Ref34
Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Forming
Estimated fixed manufacturing overhead............cccccooiiiiiinii e, $16,500
Estimated variable manufacturing overhead ($1.70 per MH x 3,000 MHSs)...... 5,100
Estimated total manufacturing overhead COSt...........occcoveiiiiiiiiiiiie e, $21,600
Customizing
Estimated fixed manufacturing overhead............cccccoviiiiiiii e, $20,300
Estimated variable manufacturing overhead ($2.50 per MH x 7,000 MHS)...... 17,500
Estimated total manufacturing overhead COSt............coevvevieiiiiiiiiiieiiieiiieeeveeieees $37,800

The second step is to combine the estimated manufacturing overhead costs in the two departments ($21,600
+ $37,800 = $59,400) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $59,400
Estimated total machine hours............ccccccoeviiinneen. 10,000 MHs
Predetermined overhead rate..............cccccceeveeeeen. $5.94 per MH

The overhead applied to Job H is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.94 per MH x (1,000 MHs + 4,200 MHSs)

= $5.94 per MH x (5,200 MHs)

=$30,888

[QUESTION]

199. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. The manufacturing overhead applied to Job A is closest to:
A) $14,400

B) $15,120

C) $28,512

D) $29,520

Answer: D

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking



AICPA: FN Measurement
Refer To: CHO02-Ref34

Feedback:
Forming Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............cccccooviiiin i, $16,500
Estimated variable manufacturing overhead ($1.70 per MH x 3,000 MHS)...... 5,100
Estimated total manufacturing overhead COSt (&).........ccoveerrvreeerriiieeinieeeee, $21,600
Estimated total machine-hours (D) ..o, 3,000 MHs
Departmental predetermined overhead rate (a) + () ...ccccovviiveeiiiiiee e, $7.20 per MH
Customizing Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccoccceeeii i, $20,300
Estimated variable manufacturing overhead ($2.50 per MH x 7,000 MHS)....... 17,500
Estimated total manufacturing overhead Cost (2).......c..c.coovevvvirireeeniiiiciiieeeeeeen $37,800
Estimated total machine-hours (b) ........cccceeeeeiiiii e 7,000 MHs
Departmental predetermined overhead rate (a) + (D) ...cccooeeeeiiiiiiiiiiiiciciccne $5.40 per MH
Manufacturing overhead applied to Job A:
Forming ($7.20 per MH x 2,000 MHS) ................. $14,400
Customizing ($5.40 per MH x 2,800 MHS)........... 15,120
Total manufacturing overhead applied................. $29,520
[QUESTION]

200. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. The manufacturing overhead applied to Job H is closest to:
A) $22,680

B) $30,888

C) $29,880

D) $7,200

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref34

Feedback:

Forming Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccccviiicc e $16,500
Estimated variable manufacturing overhead ($1.70 per MH x 3,000 MHS)...... 5,100
Estimated total manufacturing overhead COSt (8).........ccoveerriieeeiiiiieeiiiieeeee, $21,600
Estimated total machine-hours (D) ........ccccoiiiiii e, 3,000 MHs
Departmental predetermined overhead rate (a) = (B) ..ccccoevveieeeiiiiie e, $7.20 per MH

Customizing Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiiii e, $20,300
Estimated variable manufacturing overhead ($2.50 per MH x 7,000 MHS)...... 17,500
Estimated total manufacturing overhead COSt (2).........coevrrvuiieeiiieiiiiiiiiieeeeeene $37,800
Estimated total machine-hours (b) ... 7,000 MHs
Departmental predetermined overhead rate (a) + (D) .....cccovveeeiiiiiiiiiie, $5.40 per MH

Manufacturing overhead applied to Job H:



Forming ($7.20 per MH x 1,000 MHS) ................. $7,200
Customizing ($5.40 per MH x 4,200 MHS)........... 22,680
Total manufacturing overhead applied................. $29,880

Reference: CH02-Ref35

Tiff Corporation has two production departments, Casting and Assembly. The company uses a job-order
costing system and computes a predetermined overhead rate in each production department. The Casting
Department’s predetermined overhead rate is based on machine-hours and the Assembly Department’s
predetermined overhead rate is based on direct labor-hours. At the beginning of the current year, the
company had made the following estimates:

Casting Assembly
MacChiNE-NOUIS........cooiiiiiii e 17,000 10,000
Direct [abor-NOUrS ..........cooiiiiiiiii e 1,000 5,000
Total fixed manufacturing overhead cost ......................... $129,200 $46,500
Variable manufacturing overhead per machine-hour........ $1.80
Variable manufacturing overhead per direct labor-hour.... $3.80

During the current month the company started and finished Job P131. The following data were recorded for
this job:

Job P131: Casting Assembly

Machine-hours............. 90 20

Direct labor-hours........ 20 60
[QUESTION]

201. The predetermined overhead rate for the Casting Department is closest to:

A) $9.40 per machine-hour

B) $7.60 per machine-hour

C) $1.80 per machine-hour

D) $31.96 per machine-hour

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref35

Feedback:

Casting Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$129,200 + ($1.80 per machine-hour x 17,000 machine-hours)

=$129,200 +$30,600 = $159,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $159,800 + 17,000 machine-hours = $9.40 per machine-hour

[QUESTION]

202. The amount of overhead applied in the Assembly Department to Job P131 is closest to:
A) $228.00

B) $558.00

C) $65,500.00

D) $786.00

Answer: D



Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $46,500 + ($3.80 per direct labor-hour x 5,000 direct labor-hours)

= $46,500 + $19,000 = $65,500

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $65,500 +5,000 direct labor-hours = $13.10 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.10 per direct labor-hour x 60 direct labor-hours = $786

Reference: CH02-Ref36

Eisentrout Corporation has two production departments, Machining and Customizing. The company uses a
job-order costing system and computes a predetermined overhead rate in each production department. The
Machining Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Machining  Customizing

MaChINE-NOUIS.....ccieiiiiiiiieie e 16,000 11,000
Direct 1abor-hoUrs ........cvviiiiiee e 2,000 6,000
Total fixed manufacturing overhead cost ............cccoevveeene $104,000 $56,400
Variable manufacturing overhead per machine-hour-........ $2.10

Variable manufacturing overhead per direct labor-hour.... $3.30

During the current month the company started and finished Job T272. The following data were recorded for
this job:

Job T272: Machining  Customizing
Machine-hours............. 60 30
Direct labor-hours........ 10 60

[QUESTION]

203. The estimated total manufacturing overhead for the Machining Department is closest to:
A) $137,600

B) $104,000

C) $33,600

D) $310,933

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-04
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CH02-Ref36



Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$104,000 + ($2.10 per machine-hour x 16,000 machine-hours)

= $104,000 +$33,600 = $137,600

[QUESTION]

204. The estimated total manufacturing overhead for the Customizing Department is closest to:
A) $40,950

B) $19,800

C) $56,400

D) $76,200

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref36

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $56,400 + ($3.30 per direct labor-hour x 6,000 direct labor-hours)

= $56,400 + $19,800 = $76,200

[QUESTION]

205. The predetermined overhead rate for the Machining Department is closest to:

A) $22.93 per machine-hour

B) $6.50 per machine-hour

C) $2.10 per machine-hour

D) $8.60 per machine-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref36

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$104,000 + ($2.10 per machine-hour x 16,000 machine-hours)

= $104,000 +$33,600 = $137,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $137,600 + 16,000 machine-hours = $8.60 per machine-hour

[QUESTION]

206. The predetermined overhead rate for the Customizing Department is closest to:
A) $3.30 per direct labor-hour

B) $12.70 per direct labor-hour

C) $9.40 per direct labor-hour

D) $4.76 per direct labor-hour



Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref36

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $56,400 + ($3.30 per direct labor-hour x 6,000 direct labor-hours)

= $56,400 + $19,800 = $76,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $76,200 +6,000 direct labor-hours = $12.70 per direct labor-hour

[QUESTION]

207. The amount of overhead applied in the Machining Department to Job T272 is closest to:

A) $137,600.00

B) $126.00

C) $516.00

D) $564.00

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref36

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $104,000 + ($2.10 per machine-hour x 16,000 machine-hours)

= $104,000 +$33,600 = $137,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $137,600 + 16,000 machine-hours = $8.60 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.60 per machine-hour x 60 machine-hours = $516

[QUESTION]

208. The amount of overhead applied in the Customizing Department to Job T272 is closest to:
A) $76,200.00

B) $762.00

C) $564.00

D) $198.00

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-04
Blooms: Apply

AACSB: Analytical Thinking



AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per

direct labor-hour x Total direct labor-hours in the department)

= $56,400 + ($3.30 per direct labor-hour x 6,000 direct labor-hours)

= $56,400 + $19,800 = $76,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $76,200 +6,000 direct labor-hours = $12.70 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.70 per direct labor-hour x 60 direct labor-hours = $762

Reference: CH02-Ref37

Stoke Corporation has two production departments, Forming and Assembly. The company uses a job-order
costing system and computes a predetermined overhead rate in each production department. The Forming
Department’s predetermined overhead rate is based on machine-hours and the Assembly Department’s
predetermined overhead rate is based on direct labor-hours. At the beginning of the current year, the
company had made the following estimates:

Forming Assembly
MaChINE-NOUIS......cocoiiiiiii e 20,000 15,000
Direct 1abor-hours ... 2,000 7,000
Total fixed manufacturing overhead cost ......................... $138,000 $58,100
Variable manufacturing overhead per machine-hour........ $2.30
Variable manufacturing overhead per direct labor-hour.... $3.00

During the current month the company started and finished Job A460. The following data were recorded for
this job:

Job A460: Forming Assembly

Machine-hours............. 80 10

Direct labor-hours........ 30 50
[QUESTION]

209. The amount of overhead applied in the Forming Department to Job A460 is closest to:
A) $184,000.00

B) $184.00

C) $736.00

D) $664.00

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref37

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$138,000 + ($2.30 per machine-hour x 20,000 machine-hours)

= $138,000 +$46,000 = $184,000



Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $184,000 + 20,000 machine-hours = $9.20 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.20 per machine-hour x 80 machine-hours = $736

[QUESTION]

210. The amount of overhead applied in the Assembly Department to Job A460 is closest to:

A) $415.00

B) $150.00

C) $565.00

D) $79,100.00

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $58,100 + ($3.00 per direct labor-hour x 7,000 direct labor-hours)

= $58,100 + $21,000 = $79,100

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $79,100 +7,000 direct labor-hours = $11.30 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.30 per direct labor-hour x 50 direct labor-hours = $565

Reference: CH02-Ref38

Vanliere Corporation has two production departments, Machining and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Machining Department’s predetermined overhead rate is based on machine-hours and the Finishing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Machining Finishing

MaChINE-NOUIS......coeiiiiiiieie e 19,000 11,000
Direct 1abor-hoUrs ........cvviiiiiee e 3,000 6,000
Total fixed manufacturing overhead cost ............cccoevveeeee $138,700 $52,800
Variable manufacturing overhead per machine-hour-........ $1.90

Variable manufacturing overhead per direct labor-hour.... $3.80

During the current month the company started and finished Job A803. The following data were recorded for
this job:

Job A803: Machining Finishing

Machine-hours............. 90 20

Direct labor-hours........ 20 60
[QUESTION]

211. The predetermined overhead rate for the Finishing Department is closest to:
A) $8.80 per direct labor-hour
B) $3.98 per direct labor-hour



C) $12.60 per direct labor-hour

D) $3.80 per direct labor-hour

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref38

Feedback:

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $52,800 + ($3.80 per direct labor-hour x 6,000 direct labor-hours)

= $52,800 + $22,800 = $75,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $75,600 +6,000 direct labor-hours = $12.60 per direct labor-hour

[QUESTION]

212. The amount of overhead applied in the Machining Department to Job A803 is closest to:

A) $828.00

B) $792.00

C) $171.00

D) $174,800.00

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref38

Feedback:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$138,700 + ($1.90 per machine-hour x 19,000 machine-hours)

= $138,700 +$36,100 = $174,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $174,800 + 19,000 machine-hours = $9.20 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.20 per machine-hour x 90 machine-hours = $828

Reference: CH02-Ref39

Ahlheim Corporation has two production departments, Forming and Assembly. The company uses a job-order
costing system and computes a predetermined overhead rate in each production department. The Forming
Department’s predetermined overhead rate is based on machine-hours and the Assembly Department’s
predetermined overhead rate is based on direct labor-hours. At the beginning of the current year, the
company had made the following estimates:

Forming Assembly
MaCHINE-NOUIS.......cevieiii e 16,000 15,000
Direct [abor-NOUrS .......ccoooeiiiiiiiiiiiceeeceeee e 2,000 6,000



Total fixed manufacturing overhead cost ..........cc..cccueeee. $102,400 $55,200
Variable manufacturing overhead per machine-hour-........ $2.30
Variable manufacturing overhead per direct labor-hour.... $4.50

During the current month the company started and finished Job T924. The following data were recorded for
this job:

Job T924: Forming Assembly

Machine-hours............. 70 20

Direct labor-hours........ 30 40

Direct materials............ $870 $385

Direct labor cost........... $630 $840
[QUESTION]

213. The estimated total manufacturing overhead for the Forming Department is closest to:
A) $36,800

B) $102,400

C) $309,867

D) $139,200

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref39

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$102,400 + ($2.30 per machine-hour x 16,000 machine-hours)

= $102,400 +$36,800 = $139,200

[QUESTION]

214. The estimated total manufacturing overhead for the Assembly Department is closest to:
A) $27,000

B) $55,200

C) $82,200

D) $47,700

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref39

Feedback:

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $55,200 + ($4.50 per direct labor-hour x 6,000 direct labor-hours)

= $55,200 + $27,000 = $82,200



[QUESTION]

215. The total amount of overhead applied in both departments to Job T924 is closest to:

A) $1,157

B) $548

C) $609

D) $1,705

Answer: A

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref39

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$102,400 + ($2.30 per machine-hour x 16,000 machine-hours)

= $102,400 +$36,800 = $139,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $139,200 + 16,000 machine-hours = $8.70 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.70 per machine-hour x 70 machine-hours = $609

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $55,200 + ($4.50 per direct labor-hour x 6,000 direct labor-hours)

= $55,200 + $27,000 = $82,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $82,200 +6,000 direct labor-hours = $13.70 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.70 per direct labor-hour x 40 direct labor-hours = $548

Overhead applied to Job T924

Forming Department ...........c........... $609
Assembly Department.................... 548
Total. e $1,157

Reference: CH02-Ref40
Merati Corporation has two manufacturing departments--Forming and Assembly. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Forming Assembly Total
Estimated total machine-hours (MHS) ........ccccccceviiiiieninnen, 5,000 5,000 10,000
Estimated total fixed manufacturing overhead cost ............. $28,000 $10,500  $38,500
Estimated variable manufacturing overhead cost per MH ... $1.80 $2.60

During the most recent month, the company started and completed two jobs--Job B and Job L. There were no
beginning inventories. Data concerning those two jobs follow:

Job B Job L
Forming machine-hours ........... 3,400 1,600
Assembly machine-hours.......... 2,000 3,000



[QUESTION]

216. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. The departmental predetermined overhead rate in the Forming
Department is closest to:

A) $5.60

B) $7.40

C) $1.80

D) $6.05

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref40

Feedback:

Forming Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccocviiiiiii s $28,000
Estimated variable manufacturing overhead ($1.80 per MH x 5,000 MHS)...... 9,000
Estimated total manufacturing overhead cOSt (2)........cccceeeveiiiiiiiiiiiiciiccccs $37,000
Estimated total machine-hours (D) ... 5,000 MHs
Departmental predetermined overhead rate (a) + (D) ....ccooeeeeeciiiiiiiieiciicccns $7.40 per MH

[QUESTION]

217. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. The departmental predetermined overhead rate in the Assembly
Department is closest to:

A) $2.60

B) $4.70

C) $6.05

D) $2.10

Answer: B

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref40

Feedback:

Assembly Department predetermined overhead rate:
Estimated fixed manufacturing overhead..............ccccciiiiiiiii e $10,500
Estimated variable manufacturing overhead ($2.60 per MH x 5,000 MHS)...... 13,000
Estimated total manufacturing overhead COSt (8).....c..ccevvirvviiiiiiieiiiiiiiieeeeeeene $23,500
Estimated total machine-hours (D) ... 5,000 MHs
Departmental predetermined overhead rate (&) + (B) .coooevvieiiiiiiiii, $4.70 per MH

[QUESTION]

218. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. The manufacturing overhead applied to Job B is closest to:



A) $9,400

B) $25,160

C) $32,670

D) $34,560

Answer: D

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-04
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CH02-Ref40

Feedback:
Forming Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........ccccccceveiiiiiii e $28,000
Estimated variable manufacturing overhead ($1.80 per MH x 5,000 MHS)....... 9,000
Estimated total manufacturing overhead COSt (&) .........ccoveerrireeeiiiiieeiniieee e, $37,000
Estimated total machine-hours (D) ..........ccooviiiii e, 5,000 MHs
Departmental predetermined overhead rate (a) + (D) ....ccooeeeieiiiiiiiiieciccccne $7.40 per MH
Assembly Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccccviiiiiii e $10,500
Estimated variable manufacturing overhead ($2.60 per MH x 5,000 MHS)....... 13,000
Estimated total manufacturing overhead cOSt (2)........cccoeevvieiiiiiiiiiiciccccccs $23,500
Estimated total machine-hours (D) ... 5,000 MHs
Departmental predetermined overhead rate (a) + (B) .c.ooovviiviiiiiiiiiinii, $4.70 per MH
Manufacturing overhead applied to Job B:
Forming ($7.40 per MH x 3,400 MHS) ................. $25,160
Assembly ($4.70 per MH x 2,000 MHS)............... 9,400
Total manufacturing overhead applied................. $34,560
[QUESTION]

219. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. The manufacturing overhead applied to Job L is closest to:
A) $27,830
B) $11,840
C) $25,940
D) $14,100
Answer: C
Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-04
Topic Area:
Blooms: Apply
AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CH02-Ref40
Feedback:
Forming Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........cccccccvveiiiiccii e $28,000



Estimated variable manufacturing overhead ($1.80 per MH x 5,000 MHS)....... 9,000

Estimated total manufacturing overhead Cost (2).........cccoovvvviierieeiiiiiiiiieeeeeeen $37,000
Estimated total machine-hours (b) ........cccceeeei i 5,000 MHs
Departmental predetermined overhead rate (@) + (b) .......ccccvvveeeeriiiciiieneeeenn, $7.40 per MH
Assembly Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiiiiie, $10,500
Estimated variable manufacturing overhead ($2.60 per MH x 5,000 MHS)....... 13,000
Estimated total manufacturing overhead COSt (&) .........ccveerrvrieiiiiiiieeriiee e, $23,500
Estimated total machine-hours (D) ..........ccooiiiiii e, 5,000 MHs
Departmental predetermined overhead rate (a) + () ...ooovvvieiiiiiiiiin, $4.70 per MH
Manufacturing overhead applied to Job L:
Forming ($7.40 per MH x 1,600 MHS) ................. $11,840
Assembly ($4.70 per MH x 3,000 MHS)............... 14,100
Total manufacturing overhead applied................. $25,940

Reference: CHO2-Ref41

Barbeau Corporation has two production departments, Milling and Customizing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Milling Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Milling Customizing
MaChINE-NOUIS......cccoiiiiiii e 17,000 13,000
Direct 1abor-hours ... 2,000 5,000
Total fixed manufacturing overhead cost ......................... $119,000 $42,000
Variable manufacturing overhead per machine-hour........ $1.60
Variable manufacturing overhead per direct labor-hour.... $4.30

During the current month the company started and finished Job A492. The following data were recorded for
this job:

Job A492: Milling Customizing

Machine-hours............. 90 20

Direct labor-hours........ 20 50
[QUESTION]

220. The estimated total manufacturing overhead for the Customizing Department is closest to:
A) $63,500

B) $21,500

C) $42,000

D) $33,853

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-04
Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO02-Ref41
Feedback:



Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $42,000 + ($4.30 per direct labor-hour x 5,000 direct labor-hours)

=$42,000 + $21,500 = $63,500

[QUESTION]

221. The amount of overhead applied in the Milling Department to Job A492 is closest to:

A) $146,200.00

B) $144.00

C) $756.00

D) $774.00

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref41

Feedback:

Milling Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$119,000 + ($1.60 per machine-hour x 17,000 machine-hours)

=$119,000 +$27,200 = $146,200

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $146,200 + 17,000 machine-hours = $8.60 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.60 per machine-hour x 90 machine-hours = $774

Reference: CH02-Ref42

Kroeker Corporation has two production departments, Milling and Customizing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Milling Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Milling Customizing
MaCHINE-NOUIS.......ccvveeei i 17,000 12,000
Direct [abor-NOUIS ........cooieiiiiieceee e 1,000 9,000
Total fixed manufacturing overhead cost ...............c......... $112,200 $81,000
Variable manufacturing overhead per machine-hour........ $1.70
Variable manufacturing overhead per direct labor-hour.... $4.30

During the current month the company started and finished Job T898. The following data were recorded for
this job:

Job T898: Milling Customizing

Machine-hours............. 80 30

Direct labor-hours........ 20 50
[QUESTION]

222. The estimated total manufacturing overhead for the Milling Department is closest to:
A) $240,833



B) $141,100

C) $28,900

D) $112,200

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref42

Feedback:

Milling Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)
=$112,200 + ($1.70 per machine-hour x 17,000 machine-hours)
=$112,200 +$28,900 = $141,100

[QUESTION]

223. The amount of overhead applied in the Customizing Department to Job T898 is closest to:

A) $450.00

B) $119,700.00

C) $665.00

D) $215.00

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $81,000 + ($4.30 per direct labor-hour x 9,000 direct labor-hours)

= $81,000 + $38,700 = $119,700

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $119,700 +9,000 direct labor-hours = $13.30 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.30 per direct labor-hour x 50 direct labor-hours = $665

Reference: CH02-Ref43

Petty Corporation has two production departments, Milling and Finishing. The company uses a job-order
costing system and computes a predetermined overhead rate in each production department. The Milling
Department’s predetermined overhead rate is based on machine-hours and the Finishing Department’s
predetermined overhead rate is based on direct labor-hours. At the beginning of the current year, the
company had made the following estimates:

Milling Finishing
MaACHINE-NOUIS....cooviieeiee e 20,000 14,000
DireCt 1aDOr-NOUIS ......cceeeeeeeieee e 2,000 8,000

Total fixed manufacturing overhead cost .............cccoueee $148,000 $88,000



Variable manufacturing overhead per machine-hour-........ $1.90
Variable manufacturing overhead per direct labor-hour.... $3.60

[QUESTION]

224. The estimated total manufacturing overhead for the Milling Department is closest to:
A) $408,000

B) $38,000

C) $148,000

D) $186,000

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref43

Feedback:

Milling Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $148,000 + ($1.90 per machine-hour x 20,000 machine-hours)
= $148,000 +$38,000 = $186,000

[QUESTION]

225. The predetermined overhead rate for the Finishing Department is closest to:

A) $5.84 per direct labor-hour

B) $3.60 per direct labor-hour

C) $11.00 per direct labor-hour

D) $14.60 per direct labor-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref43

Feedback:

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $88,000 + ($3.60 per direct labor-hour x 8,000 direct labor-hours)

= $88,000 + $28,800 = $116,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $116,800 +8,000 direct labor-hours = $14.60 per direct labor-hour

Reference: CH02-Ref44

Garza Corporation has two production departments, Casting and Customizing. The company uses a job-order
costing system and computes a predetermined overhead rate in each production department. The Casting
Department’s predetermined overhead rate is based on machine-hours and the Customizing Department’s
predetermined overhead rate is based on direct labor-hours. At the beginning of the current year, the
company had made the following estimates:



Casting Customizing

MaChiNE-NOUIS........coiiiiiii e 20,000 13,000

Direct 1ab0or-NOUrS .........oooviiiii 1,000 7,000

Total fixed manufacturing overhead cOSt ............cccevveeeene $152,000 $68,600

Variable manufacturing overhead per machine-hour-........ $2.10

Variable manufacturing overhead per direct labor-hour.... $4.30
[QUESTION]

226. The estimated total manufacturing overhead for the Customizing Department is closest to:
A) $54,110

B) $30,100

C) $98,700

D) $68,600

Answer: C

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref44

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $68,600 + ($4.30 per direct labor-hour x 7,000 direct labor-hours)

= $68,600 + $30,100 = $98,700

[QUESTION]

227. The predetermined overhead rate for the Casting Department is closest to:

A) $9.70 per machine-hour

B) $7.60 per machine-hour

C) $2.10 per machine-hour

D) $27.71 per machine-hour

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref44

Feedback:

Casting Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $152,000 + ($2.10 per machine-hour x 20,000 machine-hours)

= $152,000 +$42,000 = $194,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $194,000 + 20,000 machine-hours = $9.70 per machine-hour

Reference: CH02-Ref45

Marciante Corporation has two production departments, Casting and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Casting Department’s predetermined overhead rate is based on machine-hours and the Finishing



Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Casting Finishing

MaChINE-NOUIS......ccoiiiiiiiiiii e 17,000 10,000
Direct 1abor-hours ........cuviiiiiie e 2,000 5,000
Total fixed manufacturing overhead cost ..........c.ccccecveeeen. $105,400 $52,000
Variable manufacturing overhead per machine-hour-........ $1.70
Variable manufacturing overhead per direct labor-hour.... $3.90

[QUESTION]

228. The estimated total manufacturing overhead for the Casting Department is closest to:

A) $387,260

B) $134,300

C) $28,900

D) $105,400

Answer: B

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref45

Feedback:

Casting Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

= $105,400 + ($1.70 per machine-hour x 17,000 machine-hours)
= $105,400 +$28,900 = $134,300

[QUESTION]

229. The estimated total manufacturing overhead for the Finishing Department is closest to:
A) $71,500

B) $52,000

C) $34,794

D) $19,500

Answer: A

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref45

Feedback:

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $52,000 + ($3.90 per direct labor-hour x 5,000 direct labor-hours)

= $52,000 + $19,500 = $71,500

Reference: CH02-Ref46



Jurica Corporation has two production departments, Forming and Customizing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Forming Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Forming Customizing

MaChINE-NOUIS......ccoiiiiiiiiiie e 19,000 15,000

Direct 1abor-hours ........ccvvieiiie e 4,000 6,000

Total fixed manufacturing overhead cost ..........cc..cccueeee. $100,700 $63,000

Variable manufacturing overhead per machine-hour-........ $2.00

Variable manufacturing overhead per direct labor-hour.... $3.90
[QUESTION]

230. The predetermined overhead rate for the Forming Department is closest to:

A) $23.12 per machine-hour

B) $2.00 per machine-hour

C) $5.30 per machine-hour

D) $7.30 per machine-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref46

Feedback:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$100,700 + ($2.00 per machine-hour x 19,000 machine-hours)

= $100,700 +$38,000 = $138,700

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $138,700 + 19,000 machine-hours = $7.30 per machine-hour

[QUESTION]

231. The predetermined overhead rate for the Customizing Department is closest to:
A) $4.55 per direct labor-hour

B) $3.90 per direct labor-hour

C) $10.50 per direct labor-hour

D) $14.40 per direct labor-hour

Answer: D

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-04

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CH02-Ref46

Feedback:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $63,000 + ($3.90 per direct labor-hour x 6,000 direct labor-hours)

= $63,000 + $23,400 = $86,400



Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base incurred = $86,400 +6,000 direct labor-hours = $14.40 per direct labor-hour

Reference: CH02-Ref47
Claybrooks Corporation has two manufacturing departments--Casting and Assembly. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Casting Assembly Total
Estimated total machine-hours (MHS) ..........cccocccvveeeeeeennins 3,000 2,000 5,000
Estimated total fixed manufacturing overhead cost ............. $17,700 $5,800  $23,500
Estimated variable manufacturing overhead cost per MH ... $1.50 $2.20

[QUESTION]

232. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. That predetermined manufacturing overhead rate is closest to:

A) $4.70

B) $7.40

C) $6.48

D) $3.70

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref47

Feedback:

The first step is to calculate the estimated total overhead costs in the two departments.

Casting
Estimated fixed manufacturing overhead............cccevvvvvvviviiiiiiieeiiieieieeeeeeeveeeeeens $17,700
Estimated variable manufacturing overhead ($1.50 per MH x 3,000 MHS)...... 4,500
Estimated total manufacturing overhead COSt............coevvvviviiiiiiiiiiiiiieieieieiieeeees $22,200
Assembly
Estimated fixed manufacturing overhead............ccccevvvvvvviiiiiiiiiieiiieieieeeeeieeeeeeens $5,800
Estimated variable manufacturing overhead ($2.20 per MH x 2,000 MHs)...... 4,400
Estimated total manufacturing overhead COSt............coevvvviviiiiiiiiiieiiieieeeeeieiieees $10,200

The second step is to combine the estimated manufacturing overhead costs in the two departments ($22,200
+ $10,200 = $32,400) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $32,400

Estimated total machine hours...........cccccveeeeeeeeens 5,000 MHs

Predetermined overhead rate.............cccceevviieennnne. $6.48 per MH
[QUESTION]

233. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. The departmental predetermined overhead rate in the Casting
Department is closest to:

A) $1.50

B) $7.40

C) $5.90



D) $6.48

Answer: B

Difficulty: 2 Medium
Learning Objective: 02-01
Learning Objective: 02-04
Topic Area:

Blooms: Apply

AACSB: Analytical Thinking
AICPA: BB Critical Thinking
AICPA: FN Measurement
Refer To: CHO2-Ref47

Feedback:

Casting Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........cccccccevei i, $17,700
Estimated variable manufacturing overhead ($1.50 per MH x 3,000 MHS)...... 4,500
Estimated total manufacturing overhead cOSt (2)........cccceeeviiiiiiiiiiiicicccccs $22,200
Estimated total machine-hours (D) ..........ccooiiiii e, 3,000 MHs
Departmental predetermined overhead rate (a) + (B) ..ccccoovviveeeiiiiieeinceeee, $7.40 per MH

[QUESTION]

234. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. The departmental predetermined overhead rate in the Assembly
Department is closest to:

A) $2.90

B) $6.48

C) $5.10

D) $2.20

Answer: C

Difficulty: 2 Medium

Learning Objective: 02-01

Learning Objective: 02-04

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

Refer To: CHO02-Ref47

Feedback:

Assembly Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiini e, $5,800
Estimated variable manufacturing overhead ($2.20 per MH x 2,000 MHS)...... 4,400
Estimated total manufacturing overhead COSt (&) .........ccveerriieeiiiiiieeiiieeeee, $10,200
Estimated total machine-hours (D) .........cccooiiiii e, 2,000 MHs
Departmental predetermined overhead rate (&) + () .c.ooovviiiiiiiiiiiii, $5.10 per MH

Essay

[QUESTION]

235. Linnear Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
the following data:

Total machine-hours..........coooovveveeeiieee e, 30,000
Total fixed manufacturing overhead cost ........................ $144,000
Variable manufacturing overhead per machine-hour ...... $4.00



Required:

Calculate the estimated total manufacturing overhead for the year.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $144,000 + ($4.00 per machine-hour x 30,000 machine-hours) = $144,000 + $120,000 = $264,000
Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

236. Dallman Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
70,000 machine-hours, total fixed manufacturing overhead cost of $287,000, and a variable manufacturing
overhead rate of $3.50 per machine-hour.

Required:

a. Calculate the estimated total manufacturing overhead for the year.

b. Calculate the predetermined overhead rate for the year.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $287,000 + ($3.50 per machine-hour x 70,000 machine-hours) = $287,000 + $245,000 = $532,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $532,000 + 70,000 machine-hours = $7.60 per machine-hour

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

237. Henkes 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 66,000 labor-hours. The estimated variable manufacturing overhead was $8.41 per
labor-hour and the estimated total fixed manufacturing overhead was $1,533,180. The actual labor-hours for
the year turned out to be 68,400 labor-hours.

Required:

Compute the company's predetermined overhead rate for the recently completed year.
Answer:

Estimated total manufacturing overhead = $1,533,180 + ($8.41 per labor-hour x 66,000 labor-hours) =
$2,088,240

Predetermined overhead rate = $2,088,240 + 66,000 labor-hours = $31.64 per labor-hour
Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking



AICPA: BB Critical Thinking
AICPA: FN Measurement

[QUESTION]

238. Crowson Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
the following data:

Total machine-hours........ccccceviiiiii e 50,000
Total fixed manufacturing overhead cost ........................ $390,000
Variable manufacturing overhead per machine-hour-...... $3.60

Required:

Calculate the predetermined overhead rate for the year.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $390,000 + ($3.60 per machine-hour x 50,000 machine-hours) = $390,000 + $180,000 = $570,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $570,000 + 50,000 machine-hours = $11.40 per machine-hour

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

239. Cannizzaro Corporation uses a job-order costing system with a single plantwide predetermined
overhead rate based on machine-hours. The company based its predetermined overhead rate for the current
year on 40,000 machine-hours, total fixed manufacturing overhead cost of $248,000, and a variable
manufacturing overhead rate of $3.80 per machine-hour.

Required:

Calculate the predetermined overhead rate for the year.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $248,000 + ($3.80 per machine-hour x 40,000 machine-hours) = $248,000 + $152,000 = $400,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $400,000 + 40,000 machine-hours = $10.00 per machine-hour

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

240. Quiet Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on 40,000
machine-hours, total fixed manufacturing overhead cost of $152,000, and a variable manufacturing overhead
rate of $3.10 per machine-hour.



Required:

Calculate the estimated total manufacturing overhead for the year.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $152,000 + ($3.10 per machine-hour x 40,000 machine-hours) = $152,000 + $124,000 = $276,000
Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]
241. Mccaughan 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........ccccceevvveiiiiieeee e, 37,000
Estimated variable manufacturing overhead ....... $4.43 per labor-hour
Estimated total fixed manufacturing overhead..... $705,220
Actual labor-hours for the year................................ 32,100
Required:

Compute the company's predetermined overhead rate for the recently completed year.
Answer:

Estimated total manufacturing overhead = $705,220 + ($4.43 per labor-hour x 37,000 labor-hours) =
$869,130

Predetermined overhead rate = $869,130 + 37,000 labor-hours = $23.49 per labor-hour
Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

[QUESTION]

242. Moscone 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 78,000 labor-hours. The estimated variable manufacturing overhead was $9.99 per
labor-hour and the estimated total fixed manufacturing overhead was $985,920.

Required:

Compute the company's predetermined overhead rate.

Answer:

Estimated total manufacturing overhead = $985,920 + ($9.99 per labor-hour x 78,000 labor-hours) =
$1,765,140

Predetermined overhead rate = $1,765,140 + 78,000 labor-hours = $22.63 per labor-hour
Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking



AICPA: FN Measurement

[QUESTION]
243. Lightner 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.............cccocciiiiiiieenn. 50,000
Estimated variable manufacturing overhead........... $8.82 per machine-hour
Estimated total fixed manufacturing overhead........ $1,077,000

Required:

Compute the company's predetermined overhead rate.

Answer:

Estimated total manufacturing overhead = $1,077,000 + ($8.82 per machine-hour x 50,000 machine-hours) =
$1,518,000

Predetermined overhead rate = $1,518,000 + 50,000 machine-hours = $30.36 per machine-hour

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Apply

AACSB: Analytical Thinking

AICPA: BB Critical Thinking

AICPA: FN Measurement

[QUESTION]

244. Florek Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct labor-hours ...........coueeeiiiiiee e, 10,000

Total fixed manufacturing overhead cost ........................ $31,000

Variable manufacturing overhead per direct labor-hour.. $2.50
Required:

a. Calculate the estimated total manufacturing overhead for the year.

b. Calculate the predetermined overhead rate for the year.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $31,000 + ($2.50 per direct labor-hour x 10,000 direct labor-hours) = $31,000 + $25,000 = $56,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $56,000 + 10,000 direct labor-hours = $5.60 per direct labor-hour

Difficulty: 1 Easy

Learning Objective: 02-01

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

245. Meenach Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on direct labor-hours. The company based its predetermined overhead rate for the current year on
80,000 direct labor-hours, total fixed manufacturing overhead cost of $160,000, and a variable manufacturing



overhead rate of $2.30 per direct labor-hour. Recently Job X387 was completed and required 120 direct
labor-hours.

Required:

Calculate the amount of overhead applied to Job X387.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $160,000 + ($2.30 per direct labor-hour x 80,000 direct labor-hours) = $160,000 + $184,000 =
$344,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $344,000 + 80,000 direct labor-hours = $4.30 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $4.30 per direct labor-hour x 120 direct labor-hours = $516

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

246. Weakley Corporation uses a predetermined overhead rate that was based on estimated total fixed
manufacturing overhead of $358,000 and 20,000 machine-hours for the period. The company incurred actual
total fixed manufacturing overhead of $382,000 and 18,300 total machine-hours during the period.

Required:

Determine the amount of manufacturing overhead that would have been applied to all jobs during the period.
Answer:

Estimated total fixed manufacturing overhead (a)... $358,000

Estimated activity level (b)........ccovvvvvvvivieiiiiirieienen, 20,000 machine-hours
Predetermined overhead rate (a) + (b).......cceeeeeeee... $17.90 per machine-hour
Actual activity level ....................... 18,300 machine-hours
Manufacturing overhead applied.......cccccccvvvvvveeeeee.n. $327,570

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Evaluate

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

[QUESTION]

247. Fillmore Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on direct labor-hours. The company based its predetermined overhead rate for the current year on
60,000 direct labor-hours, total fixed manufacturing overhead cost of $96,000, and a variable manufacturing
overhead rate of $3.30 per direct labor-hour. Recently Job X809 was completed and required 100 direct
labor-hours.

Required:

a. Calculate the estimated total manufacturing overhead for the year.

b. Calculate the predetermined overhead rate for the year.

c. Calculate the amount of overhead applied to Job X809.

Answer:



a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $96,000 + ($3.30 per direct labor-hour x 60,000 direct labor-hours) = $96,000 + $198,000 = $294,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $294,000 + 60,000 direct labor-hours = $4.90 per direct labor-hour

c. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $4.90 per direct labor-hour x 100 direct labor-hours = $490

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

248. Thrall Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total machine-hours.........ccccoviii e 10,000
Total fixed manufacturing overhead cost ....................... $50,000
Variable manufacturing overhead per machine-hour...... $3.90

Recently Job K125 was completed and required 160 machine-hours.

Required:

Calculate the amount of overhead applied to Job K125.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $50,000 + ($3.90 per machine-hour x 10,000 machine-hours) = $50,000 + $39,000 = $89,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $89,000 + 10,000 machine-hours = $8.90 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.90 per machine-hour x 160 machine-hours = $1,424

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

249. Verry Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct labor-hours ...........coveeeeiiiiiee e, 60,000
Total fixed manufacturing overhead cost ........................ $342,000



Variable manufacturing overhead per direct labor-hour.. $2.40

Recently Job X711 was completed and required 90 direct labor-hours.

Required:

a. Calculate the estimated total manufacturing overhead for the year.

b. Calculate the predetermined overhead rate for the year.

c. Calculate the amount of overhead applied to Job X711.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $342,000 + ($2.40 per direct labor-hour x 60,000 direct labor-hours) = $342,000 + $144,000 =
$486,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $486,000 + 60,000 direct labor-hours = $8.10 per direct labor-hour

c. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $8.10 per direct labor-hour x 90 direct labor-hours = $729

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]
250. Trevigne Corporation uses a predetermined overhead rate base on machine-hours that it recalculates at
the beginning of each year. The company has provided the following data for the most recent year.

Estimated total fixed manufacturing overhead from the

beginning of the year...........cccoveeeiiiie i $114,000
Estimated activity level from the beginning of the year ..... 10,000 machine-hours
Actual total fixed manufacturing overhead ....................... $104,000
Actual activity level ... 9,400 machine-hours
Required:

Determine the amount of manufacturing overhead that would have been applied to all jobs during the period.
Answer:

Estimated total fixed manufacturing overhead (a)... $114,000

Estimated activity level (D)......cccocoeeiiiiiiiiieeeeee 10,000 machine-hours
Predetermined overhead rate (&) + (0)........ccceeennee. $11.40 per machine-hour
Actual activity [evel ..., 9,400 machine-hours
Manufacturing overhead applied............cccoeeverennee $107,160

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Topic Area:

Blooms: Evaluate

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

[QUESTION]



251. Luarca Corporation has two manufacturing departments--Casting and Customizing. The company used
the following data at the beginning of the year to calculate predetermined overhead rates:

Casting  Customizing Total
Estimated total machine-hours (MHS) ..........cccccceviiiiieninnenn. 2,000 3,000 5,000
Estimated total fixed manufacturing overhead cost ............. $11,600 $7,200 $18,800
Estimated variable manufacturing overhead cost per MH ... $1.90 $2.80

During the most recent month, the company started and completed two jobs--Job F and Job L. There were no
beginning inventories. Data concerning those two jobs follow:

Job F Job L
Direct materials...........ccovrernnnee. $10,600 $6,600
Direct labor cost..........ccccveeeneee. $24,400 $8,600
Casting machine-hours ............ 1,400 600
Customizing machine-hours..... 1,200 1,800

Required:

Assume that the company uses a plantwide predetermined manufacturing overhead rate based on machine-
hours and uses a markup of 50% on manufacturing cost to establish selling prices. Calculate the selling
prices for Job F and Job L.

Answer:

The first step is to calculate the estimated total overhead costs in the two departments.

Casting
Estimated fixed manufacturing overhead............ccccevvvvvvvvviieviieieiiieieeeeeeeeeveeeeeens $11,600
Estimated variable manufacturing overhead ($1.90 per MH x 2,000 MHS)...... 3,800
Estimated total manufacturing overhead COSt...........occcvveiiiiiiiiiiieeeee e, $15,400
Customizing
Estimated fixed manufacturing overhead...........ccccccovviiiiiiiie e $7,200
Estimated variable manufacturing overhead ($2.80 per MH x 3,000 MHS)...... 8,400
Estimated total manufacturing overhead COSt...........occcoveiiiiiiiiniiiee e, $15,600

The second step is to combine the estimated manufacturing overhead costs in the two departments ($15,400
+ $15,600 = $31,000) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $31,000
Estimated total machine hours...........cccccveeeeeeeenns 5,000 MHs
Predetermined overhead rate.............cccceevviiiennnnn $6.20 per MH

The overhead applied to Job F is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.20 per MH x (1,400 MHs + 1,200 MHSs)

= $6.20 per MH x (2,600 MHs)

=$16,120

The overhead applied to Job L is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.20 per MH x (600 MHs + 1,800 MHSs)

= $6.20 per MH x (2,400 MHs)

=$14,880

Job F’s manufacturing cost:
Direct materialS...........cooveeevvvevreeenennn. $10,600
Direct 1abor COSt.......c.oocevveviiiiiieeiinnn. 24,400



Manufacturing overhead applied....... 16,120
Total manufacturing cost................... $51,120

Job L’s manufacturing cost:

Direct materials..........ccccevevveiveererenne. $6,600
Direct labor cost..........ccccvvviiierininenn. 8,600
Manufacturing overhead applied....... 14,880
Total manufacturing cost................... $30,080

The selling price for Job F:

Total manufacturing cost............... $51,120
Markup (5090) .......cccevvieieeniieeeene 25,560
Selling Price .....ccovvveiieeeeieeeie $76,680
The selling price for Job L:
Total manufacturing cost............... $30,080
Markup (5090) ......ccveeeiriieeeiiiieeenne 15,040
Selling Price .....cocoeevveeevieeiiieeineens $45,120

Difficulty: 2 Medium

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

252. Lamberson Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
the following data:

Total machine-hours..........cooooveeveeeiieeeeee e, 50,000
Total fixed manufacturing overhead cost ........................ $460,000
Variable manufacturing overhead per machine-hour-...... $3.10

Recently Job P647 was completed with the following characteristics:

Number of units in the job .............. 50

Total machine-hours....................... 150

Direct materials..........ccooeeveeeeeee.... $740

Direct [abor coSt........eeveveeeeiaen... $6,000
Required:

a. Calculate the amount of overhead applied to Job P647.

b. Calculate the total job cost for Job P647.

c. Calculate the unit product cost for Job P647.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $460,000 + ($3.10 per machine-hour x 50,000 machine-hours) = $460,000 + $155,000 = $615,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $615,000 + 50,000 machine-hours = $12.30 per machine-hour



Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.30 per machine-hour x 150 machine-hours = $1,845

b. Direct materials.........cccoevrerrieereane. $740
Direct [abor ..o 6,000
Manufacturing overhead applied....... 1,845
Total cost of Job P647.........cccccuennee. $8,585

c. Total cost of Job P647 (@) ................. $8,585
Number of units (B)........cccccevviieenen. 50
Unit product cost (a) + (B)....cccoverneene. $171.70

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

253. Mcewan Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on direct labor-hours. The company based its predetermined overhead rate for the current year on
20,000 direct labor-hours, total fixed manufacturing overhead cost of $182,000, and a variable manufacturing
overhead rate of $2.50 per direct labor-hour. Job X941, which was for 50 units of a custom product, was
recently completed. The job cost sheet for the job contained the following data:

Total direct labor-hours .................. 250

Direct materials..........ccooeeveeeeeee.... $740

Direct [abor coSt........eeveeeeeeean.. $6,500
Required:

Calculate the selling price for Job X941 if the company marks up its unit product costs by 20%.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $182,000 + ($2.50 per direct labor-hour x 20,000 direct labor-hours) = $182,000 + $50,000 =
$232,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $232,000 + 20,000 direct labor-hours = $11.60 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $11.60 per direct labor-hour x 250 direct labor-hours = $2,900

Direct materials...........cccccovevveeereennne, $740
Direct 1abor ........ccvveeeiiiiis 6,500
Manufacturing overhead applied....... 2,900
Total cost of Job X941.........ccccuveee. $10,140
Total cost of Job X941 (@) ................. $10,140
Number of units (b).......cooveviieeeiennnns 50

Unit product cost (a) = (0).......cec....... $202.80



Unit product cost for Job X941 .......... $202.80
Markup (20% x $202.80)................... 40.56
Selling Price .....coovveeieeceeeceeeeeee. $243.36

Difficulty: 1 Easy

Learning Objective: 02-01

Learning Objective: 02-02

Learning Objective: 02-03

Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking

AICPA: BB Reflective Thinking

AICPA: FN Measurement

[QUESTION]

254. Teasley Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
70,000 machine-hours, total fixed manufacturing overhead cost of $630,000, and a variable manufacturing
overhead rate of $3.40 per machine-hour. Job X159 was recently completed. The job cost sheet for the job
contained the following data:

Total machine-hours....................... 200
Direct materials.........cccocvvveveverenenen., $670
Direct 1abor COSt.........ccovvvevvvveeereennn, $7,800

Required:

Calculate the total job cost for Job X159.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $630,000 + ($3.40 per machine-hour x 70,000 machine-hours) = $630,000 + $238,000 = $868,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $868,000 + 70,000 machine-hours = $12.40 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $12.40 per machine-hour x 200 machine-hours = $2,480

Direct materialS...........cocevvvrevververeennne. $670
Direct [abor ........ccoeeevieiiiiiiiiiiieeee, 7,800
Manufacturing overhead applied....... 2,480
Total cost of Job X159......cccccevevvenen. $10,950

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

255. Alsobrooks Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
the following data:



Total Machine-hours...........cccco i 40,000
Total fixed manufacturing overhead cost .............cccceuveeee. $156,000
Variable manufacturing overhead per machine-hour......... $2.20

Recently Job M242 was completed with the following characteristics:

Number of units in the job .............. 20

Total machine-hours....................... 60

Direct materials.........ccccceveveverenenen.. $725

Direct 1abor COSt........ccoovveeeiveeereenn, $1,680
Required:

a. Calculate the total job cost for Job M242.

b. Calculate the unit product cost for Job M242.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $156,000 + ($2.20 per machine-hour x 40,000 machine-hours) = $156,000 + $88,000 = $244,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $244,000 + 40,000 machine-hours = $6.10 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.10 per machine-hour x 60 machine-hours = $366

Direct materials...........cccccevevvvereennnnnn, $725
Direct [abor .........eeevieiiiiiiiiiieeeeeeeeas 1,680
Manufacturing overhead applied....... 366
Total cost of Job M242...................... $2,771
b. Total cost of Job M242 (a)................. $2,771
Number of units (b)........cccccevvienenne. 20
Unit product cost (&) + (B)......cceeennee. $138.55

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

256. Ryans Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total machine-hours............cccoevvee i 10,000
Total fixed manufacturing overhead cost ..................... $71,000
Variable manufacturing overhead per machine-hour ... $2.50

Recently Job P512 was completed with the following characteristics:

Number of units in the job .............. 30
Total machine-hours....................... 60



Direct materials............coeeevvvvereenn, $870
Direct 1abor COSt........ccovvveeevreeerennn, $2,400

Required:

a. Calculate the predetermined overhead rate for the year.

b. Calculate the amount of overhead applied to Job P512.

c. Calculate the total job cost for Job P512.

d. Calculate the unit product cost for Job P512.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $71,000 + ($2.50 per machine-hour x 10,000 machine-hours) = $71,000 + $25,000 = $96,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $96,000 + 10,000 machine-hours = $9.60 per machine-hour

b. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $9.60 per machine-hour x 60 machine-hours = $576

c. Direct materialS........c..ccooveevveeviveeenen. $870
Direct [abor .........ceeevieiiiiieiiieeeeeeeeea, 2,400
Manufacturing overhead applied....... 576
Total cost of Job P512..........c.ccveeee. $3,846

d. Total cost of Job P512 (Q) ................. $3,846
Number of units (b).........ccccccvvvnnnnnne. 30
Unit product cost (@) = (0)......cveeuee... $128.20

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

257. Lezo Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on 40,000
machine-hours, total fixed manufacturing overhead cost of $136,000, and a variable manufacturing overhead
rate of $2.90 per machine-hour. Job A290, which was for 60 units of a custom product, was recently
completed. The job cost sheet for the job contained the following data:

Total machine-hours...........cc........ 300

Direct materials........ccccvvveveeeeeeen... $585

Direct [abor COoSt.......uueeveeeeeeeaan.. $7,200
Required:

a. Calculate the estimated total manufacturing overhead for the year.
b. Calculate the predetermined overhead rate for the year.

c. Calculate the amount of overhead applied to Job A290.

d. Calculate the total job cost for Job A290.

Answer:



a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $136,000 + ($2.90 per machine-hour x 40,000 machine-hours) = $136,000 + $116,000 = $252,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $252,000 + 40,000 machine-hours = $6.30 per machine-hour

c. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $6.30 per machine-hour x 300 machine-hours = $1,890

d. Direct materials..........coevvvervverrerinnnnn. $585
Direct 1abor ..........vvvvvvvviiiiiiiiiiiiiiinn, 7,200
Manufacturing overhead applied....... 1,890
Total cost of Job A290............ccevveee.. $9,675

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

258. Whitlatch Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
the following data:

Total machine-hours............oooviiieii e, 60,000
Total fixed manufacturing overhead cost ........................ $342,000
Variable manufacturing overhead per machine-hour-...... $2.70

Recently Job M238 was completed with the following characteristics:

Number of units in the job .............. 70
Total machine-hours....................... 140
Direct materialS...........cooeeevvvveereeenn, $945
Direct 1abor COSt........ccovvveeciieeereenn, $2,800

Required:

Calculate the total job cost for Job M238.

Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $342,000 + ($2.70 per machine-hour x 60,000 machine-hours) = $342,000 + $162,000 = $504,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $504,000 + 60,000 machine-hours = $8.40 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.40 per machine-hour x 140 machine-hours = $1,176

Direct materialS........cccccvvvvvvvveveneennnnns $945
Direct [abOor .......covveviiieeeiiiieeeiee 2,800
Manufacturing overhead applied....... 1,176



Total cost of Job M238.............ccuc.... $4,921
Difficulty: 1 Easy
Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:
Blooms: Evaluate
AACSB: Analytical Thinking
AICPA: BB Reflective Thinking
AICPA: FN Measurement

[QUESTION]

259. Obermeyer Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on direct labor-hours. The company based its predetermined overhead rate for the current year on
10,000 direct labor-hours, total fixed manufacturing overhead cost of $96,000, and a variable manufacturing
overhead rate of $3.60 per direct labor-hour. Job A735, which was for 40 units of a custom product, was
recently completed. The job cost sheet for the job contained the following data:

Total direct labor-hours .................. 200

Direct materials.........cccccvveveverenenen., $540

Direct 1abor COSt........cuuvvveveeiiiiananen., $6,400
Required:

a. Calculate the amount of overhead applied to Job A735.

b. Calculate the total job cost for Job A735.

c. Calculate the unit product cost for Job A735.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $96,000 + ($3.60 per direct labor-hour x 10,000 direct labor-hours) = $96,000 + $36,000 = $132,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $132,000 + 10,000 direct labor-hours = $13.20 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.20 per direct labor-hour x 200 direct labor-hours = $2,640

b. Direct materialS..........ccccoeevveeireerneenne. $540
Direct 1abor ... 6,400
Manufacturing overhead applied....... 2,640
Total cost of Job A735.........cceeveenee. $9,580

c. Total cost of Job A735 (Q) ................. $9,580
Number of units (b).........ccccccvvvnnnnnne. 40
Unit product cost (a) = (0).......cec...... $239.50

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]



260. Olmscheid Corporation has two manufacturing departments--Molding and Customizing. The company
used the following data at the beginning of the period to calculate predetermined overhead rates:

Molding  Customizing Total
Estimated total machine-hours (MHS) ..........cccccceviiiiieninnenn. 5,000 5,000 10,000
Estimated total fixed manufacturing overhead cost ............. $21,000 $14,000 $35,000
Estimated variable manufacturing overhead cost per MH ... $1.50 $2.40

During the period, the company started and completed two jobs--Job F and Job K. There were no beginning
inventories. Data concerning those two jobs follow:;

Job F Job K
Direct materials...........c...cc........ $12,700 $6,400
Direct labor cost.........cc..cove... $19,100 $7,900
Molding machine-hours............ 3,400 1,600
Customizing machine-hours..... 2,000 3,000

Required:

a. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate that overhead rate.

b. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the amount of manufacturing overhead applied to Job F.

c. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the amount of manufacturing overhead applied to Job K.

d. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the total manufacturing cost assigned to Job F.

e. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the total manufacturing cost assigned to Job K.

f. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 30% on manufacturing cost to establish selling prices. Calculate the
selling price for Job F.

g. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 30% on manufacturing cost to establish selling prices. Calculate the
selling price for Job K.

h. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. If both jobs were sold during the month, what was the company's cost of goods sold for the
month?

Answer:

a. The first step is to calculate the estimated total overhead costs in the two departments.

Molding
Estimated fixed manufacturing overhead............cccccooviiiiiin e, $21,000
Estimated variable manufacturing overhead ($1.50 per MH x 5,000 MHS)....... 7,500
Estimated total manufacturing overhead COSt...........occcveeiiiiiiiiiiiieeee e, $28,500
Customizing
Estimated fixed manufacturing overhead............cccccooviiiiniini e, $14,000
Estimated variable manufacturing overhead ($2.40 per MH x 5,000 MHS)...... 12,000
Estimated total manufacturing overhead COSt...........ooocuiiiiiiiiiiiiiiiiee e $26,000

The second step is to combine the estimated manufacturing overhead costs in the two departments ($28,500
+ $26,000 = $54,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $54,500
Estimated total machine hours...........cccccoeivernne 10,000 MHs
Predetermined overhead rate..............cccccoevviiinneen. $5.45 per MH



b. The overhead applied to Job F is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.45 per MH x (3,400 MHs + 2,000 MHs)

= $5.45 per MH x (5,400 MHs)

= $29,430

c. The overhead applied to Job K is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.45 per MH x (1,600 MHs + 3,000 MHs)

= $5.45 per MH x (4,600 MHSs)

= $25,070
d. Job F’s manufacturing cost:
Direct materials..........cccooveveeieervnenne. $12,700
Direct [abor CoSt........cceveeeeeiieiriieeneen. 19,100
Manufacturing overhead applied....... 29,430
Total manufacturing cost................... $61,230
e. Job K’'s manufacturing cost:
Direct materials.............oocevvvveerreeeennnne $6,400
Direct labor cOSt........ccoovviiiiiieiieennnns 7,900
Manufacturing overhead applied....... 25,070
Total manufacturing cost................... $39,370
f. The selling price for Job F:
Total manufacturing cost............... $61,230
Markup (3090) .......coeevvreeeeiiieneennn 18,369
Selling Price ....covcevvviieeeieenin, $79,599
g. The selling price for Job K:
Total manufacturing cost............... $39,370
Markup (30%0) ......ccovevereeeiieerieenne 11,811
Selling Price .....cooeeeeveeeeeecieeen $51,181
h.
Total manufacturing cost assigned to Job F ........ $61,230
Total manufacturing cost assigned to Job K ........ 39,370
Cost 0f goods SOId.......ccvveiiiiiiiiiiiec e, $100,600

Difficulty: 2 Medium

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

261. Cardosa Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
70,000 machine-hours, total fixed manufacturing overhead cost of $308,000, and a variable manufacturing
overhead rate of $2.10 per machine-hour. Job M556, which was for 50 units of a custom product, was
recently completed. The job cost sheet for the job contained the following data:



Total machine-hours....................... 100

Direct materials.............oeeevvvvereenn, $555
Direct 1abor COSt........couvuvevevererenanan., $2,700
Required:

a. Calculate the total job cost for Job M556.

b. Calculate the unit product cost for Job M556.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $308,000 + ($2.10 per machine-hour x 70,000 machine-hours) = $308,000 + $147,000 = $455,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $455,000 + 70,000 machine-hours = $6.50 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.50 per machine-hour x 100 machine-hours = $650

Direct materials...........cccccceveeveeeennnnn $555
Direct [abor .........ceeevieiiiiieiiieeeeeeeeea, 2,700
Manufacturing overhead applied....... 650
Total cost of Job M556.............c......... $3,905
b. Total cost of Job M556 (a)................. $3,905
Number of units (b).........ccccccvvvnnnnnne. 50
Unit product cost (@) = (0)......cveeuee... $78.10

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]
262. Dietzen Corporation has two manufacturing departments--Casting and Finishing. The company used the
following data at the beginning of the year to calculate predetermined overhead rates:

Casting Finishing Total
Estimated total machine-hours (MHS) ........cccccceviiiiiininnenn, 4,000 6,000 10,000
Estimated total fixed manufacturing overhead cost ............. $18,000 $18,000  $36,000
Estimated variable manufacturing overhead cost per MH ... $1.50 $2.30

During the most recent month, the company started and completed two jobs--Job D and Job J. There were no
beginning inventories. Data concerning those two jobs follow:

Job D Job J
Direct materials..........c..ccccu..... $14,300 $6,800
Direct labor cost.........c.ccueeue..e. $21,700  $8,800
Casting machine-hours ............ 2,700 1,300
Finishing machine-hours .......... 2,400 3,600

Required:



a. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the total manufacturing cost assigned to Job D.

b. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the total manufacturing cost assigned to Job J.

Answer:

a. The first step is to calculate the estimated total overhead costs in the two departments.

Casting
Estimated fixed manufacturing overhead............c.cccooiiiiiii e, $18,000
Estimated variable manufacturing overhead ($1.50 per MH x 4,000 MHSs)...... 6,000
Estimated total manufacturing overhead COSt............ccccvviiieeeeiiiiiiiieee e, $24,000
Finishing
Estimated fixed manufacturing overhead...........ccccccoovviiiiieeie e $18,000
Estimated variable manufacturing overhead ($2.30 per MH x 6,000 MHS)...... 13,800
Estimated total manufacturing overhead COSt............oovvvviviiiiiiiiiiieiiieieeeeeiiieees $31,800

The second step is to combine the estimated manufacturing overhead costs in the two departments ($24,000
+ $31,800 = $55,800) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $55,800
Estimated total machine hours............ccccccoeiinneee. 10,000 MHs
Predetermined overhead rate..........c.ccoccceevveeniiennne $5.58 per MH

The overhead applied to Job D is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.58 per MH x (2,700 MHs + 2,400 MHSs)

= $5.58 per MH x (5,100 MHs)

= $28,458

Job D’s manufacturing cost:
Direct materials..........c.cccceeveevveevnenne. $14,300
Direct labor COSt........ccooviiiiiiieiiiinnnns 21,700
Manufacturing overhead applied....... 28,458
Total manufacturing cost................... $64,458

b. The overhead applied to Job J is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.58 per MH x (1,300 MHs + 3,600 MHSs)

= $5.58 per MH x (4,900 MHs)

= $27,342

Job J’s manufacturing cost:
Direct materialS........ccccceevrveierenennne $6,800
Direct l[abor cost..........cccocveviiienennnn. 8,800
Manufacturing overhead applied....... 27,342
Total manufacturing cost................... $42,942

Difficulty: 2 Medium

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

AACSB: Analytical Thinking
AICPA: BB Reflective Thinking



AICPA: FN Measurement

[QUESTION]

263. Posson Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
20,000 machine-hours, total fixed manufacturing overhead cost of $130,000, and a variable manufacturing
overhead rate of $3.00 per machine-hour. Job K789, which was for 10 units of a custom product, was recently
completed. The job cost sheet for the job contained the following data:

Total machine-hours....................... 30

Direct materials............coeeevvevereenn, $775

Direct 1abor COSt........ccoovveeevveeereenn, $1,170
Required:

a. Calculate the predetermined overhead rate for the year.

b. Calculate the amount of overhead applied to Job K789.

c. Calculate the total job cost for Job K789.

d. Calculate the unit product cost for Job K789.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $130,000 + ($3.00 per machine-hour x 20,000 machine-hours) = $130,000 + $60,000 = $190,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $190,000 + 20,000 machine-hours = $9.50 per machine-hour

b. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $9.50 per machine-hour x 30 machine-hours = $285

c. Direct materials..........cccceeevivvreeinnnn. $775
(D] 17101l F= 1 o T | G 1,170
Manufacturing overhead applied....... 285
Total cost of Job K789....................... $2,230

d. Total cost of Job K789 (@) ................. $2,230
Number of units (b)........cccccevviinennn. 10
Unit product cost (@) = (0)......coeene.... $223.00

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

264. Rondo Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total machine-hours...........ooooviiiiei e, 30,000
Total fixed manufacturing overhead cost .............ccccevveee. $252,000
Variable manufacturing overhead per machine-hour-......... $2.90



Recently Job T506 was completed with the following characteristics:

Number of units in the job .............. 70

Total machine-hours....................... 210

Direct materials.........cccocveveveverenenen.. $665

Direct 1abor COSt........couvuvevevererenanan., $6,720
Required:

a. Calculate the estimated total manufacturing overhead for the year.

b. Calculate the predetermined overhead rate for the year.

c. Calculate the amount of overhead applied to Job T506.

d. Calculate the total job cost for Job T506.

e. Calculate the unit product cost for Job T506.

f. Calculate the selling price for Job T506 if the company marks up its unit product costs by 20%.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $252,000 + ($2.90 per machine-hour x 30,000 machine-hours) = $252,000 + $87,000 = $339,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $339,000 + 30,000 machine-hours = $11.30 per machine-hour

c. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $11.30 per machine-hour x 210 machine-hours = $2,373

d. Direct materials.........ccccceovvrvenennnenn. $665
Direct [abor .........eeevieiiiiiiiiiieeeeeeeeas 6,720
Manufacturing overhead applied....... 2,373
Total cost of Job T506.............ocueeeee. $9,758

e. Total cost of Job T506 (@) ....ccooveeeneee. $9,758
Number of units (b)........cccccevvienenne. 70
Unit product cost (&) + (B)......cceeennee. $139.40

f.  Unit product cost for Job T506 .......... $139.40
Markup (20% x $139.40)...........c...... 27.88
Selling price ......cooevveeiiieeeee $167.28

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

265. Leadley Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on direct labor-hours. The company based its predetermined overhead rate for the current year on
the following data:

Total direct [abor-hours ..o, 10,000
Total fixed manufacturing overhead cost ........................ $76,000
Variable manufacturing overhead per direct labor-hour.. $2.10



Recently Job X701 was completed with the following characteristics:

Number of units in the job .............. 90

Total direct labor-hours .................. 270

Direct materials.........cccocveveveverenenen.. $590

Direct 1abor COSt........couvuvevevererenanan., $6,480
Required:

a. Calculate the estimated total manufacturing overhead for the year.

b. Calculate the predetermined overhead rate for the year.

c. Calculate the amount of overhead applied to Job X701.

d. Calculate the total job cost for Job X701.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $76,000 + ($2.10 per direct labor-hour x 10,000 direct labor-hours) = $76,000 + $21,000 = $97,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $97,000 + 10,000 direct labor-hours = $9.70 per direct labor-hour

c. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $9.70 per direct labor-hour x 270 direct labor-hours = $2,619

d. Direct materials...........coeevvervvvrrerinnnnn. $590
Direct [abor ........cccoeeevieiiiiiiiiiiieeeeea, 6,480
Manufacturing overhead applied....... 2,619
Total cost of Job X701......cccceevvvenne $9,689

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

266. Pasko Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total direct labor-hours ............coeeeiiiiiiiee e, 30,000
Total fixed manufacturing overhead cost ...............c......... $258,000
Variable manufacturing overhead per direct labor-hour... $2.00

Recently Job P660 was completed with the following characteristics:

Number of units in the job .............. 50

Total direct labor-hours .................. 250

Direct materialS..........ccccveeevvveereeenn $645

$10,00

Direct labor CoSt........cccevveveviivnrenne. 0
Required:

Calculate the selling price for Job P660 if the company marks up its unit product costs by 20%.



Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $258,000 + ($2.00 per direct labor-hour x 30,000 direct labor-hours) = $258,000 + $60,000 =
$318,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $318,000 + 30,000 direct labor-hours = $10.60 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $10.60 per direct labor-hour x 250 direct labor-hours = $2,650

Direct materials...........ccceevevververnnnnn $645
Direct [abor ..........cccvceviviiiiiiiee, 10,000
Manufacturing overhead applied....... 2,650
Total cost of Job P660....................... $13,295
Total cost of Job P660 (a) ................. $13,295
Number of units (b)........cccccccvvvnnnnnnes 50
Unit product cost (@) + (D) ..ceevvveerenenns $265.90
Unit product cost for Job P660.......... $265.90
Markup (20% x $265.90)..........cc....... 53.18
Selling Price ....ccoceveveeeveieiiee e $319.08

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:

Blooms: Evaluate

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

[QUESTION]

267. Leeds Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total machine-hourS..........ooovevveee i 50,000
Total fixed manufacturing overhead cost ......................... $215,000
Variable manufacturing overhead per machine-hour........ $3.80

Recently Job T496 was completed with the following characteristics:

Number of units in the job .............. 80

Total machine-hours...........ccc........ 240

Direct materials...........cccccvevevevenennn. $735

Direct labor CoSt..........cocvvvvvevirenennn. $8,880
Required:

a. Calculate the estimated total manufacturing overhead for the year.
b. Calculate the predetermined overhead rate for the year.

c. Calculate the amount of overhead applied to Job T496.

d. Calculate the total job cost for Job T496.

e. Calculate the unit product cost for Job T496.



Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $215,000 + ($3.80 per machine-hour x 50,000 machine-hours) = $215,000 + $190,000 = $405,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $405,000 + 50,000 machine-hours = $8.10 per machine-hour

c. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $8.10 per machine-hour x 240 machine-hours = $1,944

d. Direct materialS........c.cceevereereerinene $735
Direct [abor ..........cccocveviiiiiiieee, 8,880
Manufacturing overhead applied....... 1,944
Total cost of Job T496..........ccccvenneee. $11,559

e. Total cost of Job T496 (a) ................. $11,559
Number of units (b)........cccccccvvvnnnnnnes 80
Unit product cost (@) = (0)......coecu..... $144.49

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
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[QUESTION]

268. Petru Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on the
following data:

Total machine-hours............ooovevvieeiiieeeeeee e, 70,000
Total fixed manufacturing overhead cost ........................ $525,000
Variable manufacturing overhead per machine-hour-...... $2.30

Recently Job P987 was completed with the following characteristics:

Number of units in the job .............. 20
Total machine-hours...................... 80
Direct materials...........ccccceevvvreeenne. $630
Direct labor coSt.........cccceeevvvereenne. $2,080
Required:
Calculate the unit product cost for Job P987.
Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $525,000 + ($2.30 per machine-hour x 70,000 machine-hours) = $525,000 + $161,000 = $686,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $686,000 + 70,000 machine-hours = $9.80 per machine-hour



Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.80 per machine-hour x 80 machine-hours = $784

Direct materials...........cccoceereenernnenne $630
Direct [abor ..o 2,080
Manufacturing overhead applied....... 784
Total cost of Job P987.........cccceuennee. $3,494
Total cost of Job P987 (@) .......cvene.. $3,494
Number of units (B)........cccccevviiinenne. 20
Unit product cost (a) + (B)....ccceerneene. $174.70

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
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[QUESTION]

269. Franta Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on direct labor-hours. The company based its predetermined overhead rate for the current year on
70,000 direct labor-hours, total fixed manufacturing overhead cost of $238,000, and a variable manufacturing
overhead rate of $2.70 per direct labor-hour. Job P873, which was for 50 units of a custom product, was
recently completed. The job cost sheet for the job contained the following data:

Total direct labor-hours .................. 200
Direct materialS............coeeevvvevreenn, $630
Direct [abor coSt........eeveveeeeean. $4,800
Required:
Calculate the unit product cost for Job P873.
Answer:

Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $238,000 + ($2.70 per direct labor-hour x 70,000 direct labor-hours) = $238,000 + $189,000 =
$427,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
allocation base = $427,000 + 70,000 direct labor-hours = $6.10 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $6.10 per direct labor-hour x 200 direct labor-hours = $1,220

Direct materials...........ccceveeeeierennnens $630
Direct [abor ..o 4,800
Manufacturing overhead applied....... 1,220
Total cost of Job P873.........ccccveureee. $6,650
Total cost of Job P873 (@) ................. $6,650
Number of units (b)........ooeeviieeeiennnns 50
Unit product cost (a) = (0).......cec....... $133.00

Difficulty: 1 Easy
Learning Objective: 02-01



Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:
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AICPA: FN Measurement

[QUESTION]

270. Temby Corporation uses a job-order costing system with a single plantwide predetermined overhead
rate based on machine-hours. The company based its predetermined overhead rate for the current year on
10,000 machine-hours, total fixed manufacturing overhead cost of $88,000, and a variable manufacturing
overhead rate of $3.20 per machine-hour. Job K418, which was for 50 units of a custom product, was recently
completed. The job cost sheet for the job contained the following data:

Total machine-hours............c........... 150

Direct materialS.........cccccvveveverenenen., $580

Direct 1abor COSt........cvuvuveveeeiirenanen., $3,900
Required:

a. Calculate the estimated total manufacturing overhead for the year.

b. Calculate the predetermined overhead rate for the year.

c. Calculate the amount of overhead applied to Job K418.

d. Calculate the total job cost for Job K418.

e. Calculate the unit product cost for Job K418.

f. Calculate the selling price for Job K418 if the company marks up its unit product costs by 30%.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $88,000 + ($3.20 per machine-hour x 10,000 machine-hours) = $88,000 + $32,000 = $120,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $120,000 + 10,000 machine-hours = $12.00 per machine-hour

c. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $12.00 per machine-hour x 150 machine-hours = $1,800

d. Direct materials..........ccccoeevreevreerneenne. $580
(D] 1¢=To l F=1 o T | G 3,900
Manufacturing overhead applied....... 1,800
Total cost of Job K418...................... $6,280

e. Total cost of Job K418 (@) ................. $6,280
Number of units (b)........cccccevrienennn. 50
Unit product cost (&) + (B)......cceenn..e. $125.60

f.  Unit product cost for Job K418.......... $125.60
Markup (30% x $125.60)..........ccc.e.... 37.68
Selling Price ....coeevvveveecieciecie e, $163.28

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Topic Area:
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AICPA: BB Reflective Thinking
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[QUESTION]

271. Saxon Corporation uses a job-order costing system with a single plantwide predetermined overhead rate
based on machine-hours. The company based its predetermined overhead rate for the current year on 10,000
machine-hours, total fixed manufacturing overhead cost of $91,000, and a variable manufacturing overhead
rate of $2.40 per machine-hour. Job K373, which was for 60 units of a custom product, was recently
completed. The job cost sheet for the job contained the following data:

Total machine-hours....................... 120

Direct materials.............oeeevvvvereenn, $645

Direct 1abor COSt.........coovvveeiveeerennn, $3,720
Required:

a. Calculate the estimated total manufacturing overhead for the year.

b. Calculate the predetermined overhead rate for the year.

c. Calculate the amount of overhead applied to Job K373.

d. Calculate the total job cost for Job K373.

e. Calculate the unit product cost for Job K373.

Answer:

a. Estimated total manufacturing overhead cost = Estimated total fixed manufacturing overhead cost +
(Estimated variable overhead cost per unit of the allocation base x Estimated total amount of the allocation
base) = $91,000 + ($2.40 per machine-hour x 10,000 machine-hours) = $91,000 + $24,000 = $115,000

b. Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of
the allocation base = $115,000 + 10,000 machine-hours = $11.50 per machine-hour

c. Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base
incurred by the job = $11.50 per machine-hour x 120 machine-hours = $1,380

d. Direct materials.......cccoccceeeeeeiecvnnenn... $645
Direct 1abor ... 3,720
Manufacturing overhead applied....... 1,380
Total cost of Job K373.........ccccvenne. $5,745

e. Total cost of Job K373 (a) ................. $5,745
Number of units (b)........cccccccvvvvnnnnne. 60
Unit product cost (@) = (0)......coen..... $95.75

Difficulty: 1 Easy
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Learning Objective: 02-02
Learning Objective: 02-03
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[QUESTION]
272. Kluth Corporation has two manufacturing departments--Molding and Customizing. The company used
the following data at the beginning of the year to calculate predetermined overhead rates:

Molding  Customizing Total
Estimated total machine-hours (MHS) ........cccccceviiiiieninnnn, 3,000 2,000 5,000
Estimated total fixed manufacturing overhead cost ............. $15,900 $4,200  $20,100



Estimated variable manufacturing overhead cost per MH ... $1.20

$2.40

During the most recent month, the company started and completed two jobs--Job C and Job M. There were

no beginning inventories. Data concerning those two jobs follow:

Job C Job M
Direct materials...........c...ccuec..... $15,600 $8,600
Direct labor cost..........c.ccveeeee. $25,100 $8,300
Molding machine-hours............ 2,000 1,000
Customizing machine-hours..... 800 1,200

Required:

Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 20% on
manufacturing cost to establish selling prices. Calculate the selling prices for Job C and for Job M.

Answer:

Molding Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiiini e,
Estimated variable manufacturing overhead ($1.20 per MH x 3,000 MHS)......
Estimated total manufacturing overhead COSt (&) .........ccoveerrireeeiiiiieeiniieee e,
Estimated total machine-hours (D) ..........ccooviiiii e,
Departmental predetermined overhead rate (a) + (D) ....ccooeeeieiiiiiiiiieciccccne

Customizing Department predetermined overhead rate:
Estimated fixed manufacturing overhead............ccccccviiiiiii e
Estimated variable manufacturing overhead ($2.40 per MH x 2,000 MHS).......
Estimated total manufacturing overhead cOSt (2)........cccoeevvieiiiiiiiiiiciccccccs
Estimated total machine-hours (D) ...
Departmental predetermined overhead rate (a) + (B) .c.ooovviiviiiiiiiiiinii,

Manufacturing overhead applied to Job C:

Molding ($6.50 per MH x 2,000 MHS).................. $13,000
Customizing ($4.50 per MH x 800 MHS).............. 3,600
Total manufacturing overhead applied................. $16,600
Manufacturing overhead applied to Job M:
Molding ($6.50 per MH x 1,000 MHS).................. $6,500
Customizing ($4.50 per MH x 1,200 MHS)........... 5,400
Total manufacturing overhead applied................. $11,900
The selling price for Job C would be calculated as follows:
Direct materialS..........ccooovveeereieeereeeeenn $15,600
Direct labor COSt..........ccocveviciiieiiience 25,100
Manufacturing overhead applied............. 16,600
Total manufacturing CoSt............cccuveeee... $57,300
Markup (2090) .....ceeeeeeiiniiiiiieeee e 11,460
Selling PriCe ...cvevvieeeiecceecee e $68,760
The selling price for Job M would be calculated as follows:
Direct materialS........ccocevveeereieeeeneenen, $8,600
Direct [abor Cost...........ccoceeviiiieiiiiineene, 8,300
Manufacturing overhead applied............. 11,900
Total manufacturing coSst............cccuveeee.n. $28,800
Markup (2090) .....ocveeeeiiiiieeiiiee e 5,760

Selling PriCe ...oooveveviieee e $34,560

MHs
per MH

MHs
per MH



Difficulty: 2 Medium
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[QUESTION]

273. Amason Corporation has two production departments, Forming and Assembly. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Forming Department’s predetermined overhead rate is based on machine-hours and the Assembly
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Forming Assembly
MaCHINE-NOUIS........cvtiiei e 16,000 11,000
Direct [abor-NOUIS ........ccooieeiiiiiiiciec e 2,000 6,000
Total fixed manufacturing overhead cost ......................... $102,400 $66,000
Variable manufacturing overhead per machine-hour........ $1.90
Variable manufacturing overhead per direct labor-hour.... $3.80

During the current month the company started and finished Job A950. The following data were recorded for
this job:

Job A950: Forming Assembly
Machine-hours............. 50 20
Direct labor-hours........ 20 40
Direct materials............ $665 $415
Direct labor cost........... $520 $1,040
Required:
Calculate the selling price for Job A950 if the company marks up its unit product costs by 30% to determine
selling prices.
Answer:

Forming Department:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$102,400 + ($1.90 per machine-hour x 16,000 machine-hours)

= $102,400 +$30,400 = $132,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
=$132,800 + 16,000 machine-hours = $8.30 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $8.30 per machine-hour x 50 machine-hours = $415

Assembly Department:

Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $66,000 + ($3.80 per direct labor-hour x 6,000 direct labor-hours)

= $66,000 + $22,800 = $88,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
= $88,800 +6,000 direct labor-hours = $14.80 per direct labor-hour



Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $14.80 per direct labor-hour x 40 direct labor-hours = $592

Overhead applied to Job A950

Forming Department .............ccce...... $415
Assembly Department..................... 592
TOtal e $1,007
Forming Assembly Total

Direct materials..........ccccccvevvereenne. $665 $415 $1,080
Direct 1abor ..o, $520 $1,040 1,560
Manufacturing overhead applied... $415 $592 1,007
Total cost of Job A950................... $3,647

Total cost of Job A950........ $3,647.00

Markup ($3,647.00 x 30%). 1,094.10

Selling price .....ccccccveveveernne. $4,741.10
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[QUESTION]

274. Dancel Corporation has two production departments, Milling and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Milling Department’s predetermined overhead rate is based on machine-hours and the Finishing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Milling Finishing
MaChINE-NOUIS......ccoiiiiiiiii e 17,000 14,000
Direct 1abor-hours ... 1,000 6,000
Total fixed manufacturing overhead cost ................ccvveee.. $91,800 $64,200
Variable manufacturing overhead per machine-hour-........ $2.00
Variable manufacturing overhead per direct labor-hour.... $3.40

During the current month the company started and finished Job M565. The following data were recorded for
this job:

Job M565: Milling Finishing

Machine-hours............. 70 20

Direct labor-hours........ 10 40

Direct materials............ $750 $360

Direct labor cost........... $340 $1,360
Required:

a. Calculate the total amount of overhead applied to Job M565 in both departments.
b. Calculate the total job cost for Job M565.



c. Calculate the selling price for Job M565 if the company marks up its unit product costs by 20% to determine
selling prices.

Answer:

a. Milling Department:

Milling Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$91,800 + ($2.00 per machine-hour x 17,000 machine-hours)

=$91,800 +$34,000 = $125,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
= $125,800 + 17,000 machine-hours = $7.40 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.40 per machine-hour x 70 machine-hours = $518

Finishing Department:

Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $64,200 + ($3.40 per direct labor-hour x 6,000 direct labor-hours)

= $64,200 + $20,400 = $84,600

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
= $84,600 +6,000 direct labor-hours = $14.10 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $14.10 per direct labor-hour x 40 direct labor-hours = $564

Overhead applied to Job M565

Milling Department ..............cceeun.... $518
Finishing Department ...................... 564
Total. e $1,082
b.
Milling Finishing Total
Direct materials...........ccccccevveeeennee. $750 $360 $1,110
Direct labor ........cccooeeviviciiieeeeee, $340 $1,360 1,700
Manufacturing overhead applied... $518 $564 1,082
Total cost of Job M565.................. $3,892
C.
Total cost of Job M565....... $3,892.00
Markup ($3,892.00 x 20%). 778.40
Selling price .......ccocveeeennnne. $4,670.40
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[QUESTION]

275. Pangle Corporation has two production departments, Forming and Customizing. The company uses a
job-order costing system and computes a predetermined overhead rate in each production department. The
Forming Department’s predetermined overhead rate is based on machine-hours and the Customizing



Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Forming Customizing

MacChiNE-NOUIS........ccoiiiiiiiii e 16,000 12,000
Direct 1abor-NOUrS ..........cooiiiiiiiii e 4,000 9,000
Total fixed manufacturing overhead coSt ..........cccccceeeueeee. $91,200 $99,000
Variable manufacturing overhead per machine-hour-........ $2.10

Variable manufacturing overhead per direct labor-hour.... $3.10

During the current month the company started and finished Job M109. The following data were recorded for
this job:

Job M109: Forming Customizing
Machine-hours............. 50 30
Direct labor-hours........ 20 50
Direct materials............ $915 $355
Direct labor cost........... $620 $1,550

Required:

Calculate the total job cost for Job M109.

Answer:

Forming Department:

Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$91,200 + ($2.10 per machine-hour x 16,000 machine-hours)

=$91,200 +$33,600 = $124,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
=$124,800 + 16,000 machine-hours = $7.80 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.80 per machine-hour x 50 machine-hours = $390

Customizing Department:

Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $99,000 + ($3.10 per direct labor-hour x 9,000 direct labor-hours)

= $99,000 + $27,900 = $126,900

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
= $126,900 +9,000 direct labor-hours = $14.10 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $14.10 per direct labor-hour x 50 direct labor-hours = $705

Overhead applied to Job M109

Forming Department ...........c........... $390
Customizing Department................. 705
Total.veeecceecee e $1,095
Forming Customizing Total
Direct materials.........c.cccceevveeeneenee. $915 $355 $1,270
Direct 1abor ........ccccceeveeeiieieeeee, $620 $1,550 2,170
Manufacturing overhead applied... $390 $705 1,095
Total cost of Job M109.................. $4,535
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Learning Objective: 02-03
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[QUESTION]

276. Vasilopoulos Corporation has two production departments, Casting and Assembly. The company uses a
job-order costing system and computes a predetermined overhead rate in each production department. The
Casting Department’s predetermined overhead rate is based on machine-hours and the Assembly
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Casting Assembly
MaChINE-NOUIS......coiiiiiiiii e 17,000 11,000
Direct 1abor-hoUrs ........cvviiiiiee e 3,000 6,000
Total fixed manufacturing overhead coSt ............cccevveeeeee $119,000 $51,000
Variable manufacturing overhead per machine-hour-........ $2.10
Variable manufacturing overhead per direct labor-hour.... $3.10

During the current month the company started and finished Job A182. The following data were recorded for
this job:

Job A182: Casting Assembly

Machine-hours............. 50 20

Direct labor-hours........ 10 50

Direct materials............ $895 $365

Direct labor cost........... $240 $1,200
Required:

a. Calculate the estimated total manufacturing overhead for the Casting Department.

b. Calculate the estimated total manufacturing overhead for the Assembly Department.

c. Calculate the predetermined overhead rate for the Casting Department.

d. Calculate the predetermined overhead rate for the Assembly Department.

e. Calculate the total amount of overhead applied to Job A182 in both departments.

f. Calculate the total job cost for Job A182.

g. Calculate the selling price for Job A182 if the company marks up its unit product costs by 20% to determine
selling prices.

Answer:

a. Casting Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$119,000 + ($2.10 per machine-hour x 17,000 machine-hours)

=$119,000 +$35,700 = $154,700

b. Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $51,000 + ($3.10 per direct labor-hour x 6,000 direct labor-hours)

= $51,000 + $18,600 = $69,600

c. Casting Department:
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
=$154,700 + 17,000 machine-hours = $9.10 per machine-hour

d. Assembly Department:



Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
= $69,600 +6,000 direct labor-hours = $11.60 per direct labor-hour

e. Casting Department: Overhead applied to a particular job = Predetermined overhead rate x Amount of the
allocation base incurred by the job = $9.10 per machine-hour x 50 machine-hours = $455

Assembly Department: Overhead applied to a particular job = Predetermined overhead rate x Amount of the
allocation base incurred by the job = $11.60 per direct labor-hour x 50 direct labor-hours = $580

Overhead applied to Job A182

Casting Department .............cc.o....... $455
Assembly Department..................... 580
Lo - | PSS $1,035
f.
Casting Assembly Total
Direct materials.........ccccccvevveevvenne. $895 $365 $1,260
Direct 1abor ........ccccevvvveivieieecieee $240 $1,200 1,440
Manufacturing overhead applied.... $455 $580 1,035
Total cost of Job A182................... $3,735
g.
Total cost of Job A182........ $3,735.00
Markup ($3,735.00 x 20%). 747.00
Selling price .......cccoveveeveueenne $4,482.00
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Learning Objective: 02-01
Learning Objective: 02-02
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[QUESTION]
277. Hultquist Corporation has two manufacturing departments--Forming and Customizing. The company
used the following data at the beginning of the period to calculate predetermined overhead rates:

Forming  Customizing Total
Estimated total machine-hours (MHS) ..........coocccieiieennnnns 9,000 1,000 10,000
Estimated total fixed manufacturing overhead cost ............. $50,400 $2,600 $53,000
Estimated variable manufacturing overhead cost per MH ... $1.70 $2.10

During the period, the company started and completed two jobs--Job C and Job L. Data concerning those two
jobs follow:

Job C Job L
Direct materials..........c..cccccu..... $15,100 $6,900
Direct labor cost...........cccccneee. $20,800  $8,500
Forming machine-hours ........... 6,100 2,900
Customizing machine-hours..... 400 600

Required:



a. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate that overhead rate.

b. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the amount of manufacturing overhead applied to Job L.

c. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the total manufacturing cost assigned to Job L.

d. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 80% on manufacturing cost to establish selling prices. Calculate the
selling price for Job L.

e. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. What is the departmental predetermined overhead rate in the Forming
department?

f. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. What is the departmental predetermined overhead rate in the
Customizing department?

g. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. How much manufacturing overhead will be applied to Job L?
h. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 80% on
manufacturing cost to establish selling prices. Calculate the selling price for Job L.

Answer:

a. The first step is to calculate the estimated total overhead costs in the two departments.

Forming
Estimated fixed manufacturing overhead............ccccevvvvvvviiiieiiieieieieiieeeeeeveeeineens $50,400
Estimated variable manufacturing overhead ($1.70 per MH x 9,000 MHS)...... 15,300
Estimated total manufacturing overhead COSt............covvvivviiiiiiiiiiieiiieeeeeieeeeeees $65,700
Customizing
Estimated fixed manufacturing overhead............ccccevvvvvvviiiiiiiiiieiiieieieeeeeieeeeeeens $2,600
Estimated variable manufacturing overhead ($2.10 per MH x 1,000 MHS)...... 2,100
Estimated total manufacturing overhead COSt...........cooccciiiiiieeiiiiieee e $4,700

The second step is to combine the estimated manufacturing overhead costs in the two departments ($65,700
+ $4,700 = $70,400) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $70,400
Estimated total machine hours...........cccccveeeeeeeees 10,000 MHs
Predetermined overhead rate.............cccceevviieennnnn $7.04 per MH

b. The overhead applied to Job L is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $7.04 per MH x (2,900 MHs + 600 MHs)

= $7.04 per MH x (3,500 MHSs)

= $24,640

c. Job L’'s manufacturing cost:
Direct materials..........ccceeevevveeevnnen. $6,900
Direct labor cOSt........ccoovviciiiienieeennns 8,500
Manufacturing overhead applied....... 24,640
Total manufacturing cost................... $40,040

d. The selling price for Job L:
Total manufacturing cost............... $40,040
Markup (8090) .......cuvveeirrveeeniiieeenne 32,032



Selling price .....coovveeeeeecieeecieeen $72,072

e. Forming Department predetermined overhead rate:

Estimated fixed manufacturing overhead............ccccceeeeiiiiiiiiie e, $50,400
Estimated variable manufacturing overhead ($1.70 per MH x 9,000 MHS)...... 15,300
Estimated total manufacturing overhead Cost (2).........c.coovcvvvieereeeeiiiiciiieeeeeenn $65,700
Estimated total machine-hours (b) ........cccceeeei i 9,000
Departmental predetermined overhead rate (@) + (b) .......ccccvvveeeeiiiiiciiieeeeeen, $7.30

f. Customizing Department predetermined overhead rate:

Estimated fixed manufacturing overhead.............ccccooviiiiniee, $2,600
Estimated variable manufacturing overhead ($2.10 per MH x 1,000 MHS)...... 2,100
Estimated total manufacturing overhead COSt (&) .........ccoveerrvreeeiiiiiee e, $4,700
Estimated total machine-hours (D) ..........ccooiiiiii e, 1,000
Departmental predetermined overhead rate (a) + () ...ooovvvieiiiiiiiiin, $4.70

g. Manufacturing overhead applied to Job L:

Forming ($7.30 per MH x 2,900 MHS) ................. $21,170
Customizing ($4.70 per MH x 600 MHS).............. 2,820
Total manufacturing overhead applied................. $23,990

h. The selling price for Job L would be calculated as follows:

Direct materialS..........ccoevveeererenierrneenns $6,900
Direct labor COSt..........ccocveiiciiieiiene 8,500
Manufacturing overhead applied............. 23,990
Total manufacturing cost..........cccceeevneen. $39,390
Markup (8096) ........eevevivreeeiiiiee e 31,512
Selling PriCe ..covvviiiieeesee e $70,902

Difficulty: 2 Medium

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Learning Objective: 02-04
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[QUESTION]

MHs
per MH

MHs
per MH

278. Carcana Corporation has two manufacturing departments--Machining and Finishing. The company used

the following data at the beginning of the period to calculate predetermined overhead rates:

Machining Finishing
Estimated total machine-hours (MHS) ........cccccceviiiiiininnen, 1,000 4,000
Estimated total fixed manufacturing overhead cost ............. $4,200 $8,800
Estimated variable manufacturing overhead cost per MH ... $1.90 $2.90

Total
5,000
$13,000

During the period, the company started and completed two jobs--Job E and Job G. Data concerning those two

jobs follow:
Job E Job G
Direct materials.........cccccoeveeenn. $11,800 $8,000
Direct labor cost............cccoee..... $19,200 $6,700

Machining machine-hours ........ 700 300



Finishing machine-hours .......... 1,600 2,400

Required:

a. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. What is the departmental predetermined overhead rate in the Machining
department?

b. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. What is the departmental predetermined overhead rate in the
Finishing department?

c. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. How much manufacturing overhead will be applied to Job E?
d. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. How much manufacturing overhead will be applied to Job G?
e. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 80% on
manufacturing cost to establish selling prices. Calculate the selling price for Job E.

f. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 80% on
manufacturing cost to establish selling prices. Calculate the selling price for Job G.

g. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. If both jobs were sold during the month, what was the
company's cost of goods sold for the month?

Answer:
a. Machining Department predetermined overhead rate:
Estimated fixed manufacturing overhead............cccccoviiiiiiii s $4,200
Estimated variable manufacturing overhead ($1.90 per MH x 1,000 MHS)...... 1,900
Estimated total manufacturing overhead cOSt (2)........cccceeeveiiiiiiiiiiiicicccce $6,100
Estimated total machine-hours (D) .........cccoviiiii e, 1,000 MHs
Departmental predetermined overhead rate (a) + (B) ..cccccovviieeeiiiiiie e, $6.10 per MH
b.Finishing Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiiinii e, $8,800
Estimated variable manufacturing overhead ($2.90 per MH x 4,000 MHS)...... 11,600
Estimated total manufacturing overhead COSt (8).........ccoeeerriieeeiiiiieeiriieeeee, $20,400
Estimated total machine-hours (D) ... 4,000 MHs
Departmental predetermined overhead rate (a) + (D) ....cooeeeeeiiiiiiiiiiicciccnn $5.10 per MH
c. Manufacturing overhead applied to Job E:
Machining ($6.10 per MH x 700 MHS) ................. $4,270
Finishing ($5.10 per MH x 1,600 MHS) ................ 8,160
Total manufacturing overhead applied................. $12,430

d. Manufacturing overhead applied to Job G:

Machining ($6.10 per MH x 300 MHS) ................. $1,830
Finishing ($5.10 per MH x 2,400 MHS) ................ 12,240
Total manufacturing overhead applied................. $14,070

e. The selling price for Job E would be calculated as follows:

Direct materials.........cccccooevviiiveiieeieeeeerenns $11,800
Direct [abor COSt........oeeevieiiiiiiiieeeeeeeeeees 19,200
Manufacturing overhead applied............. 12,430
Total manufacturing CoSt............cccvveeen... $43,430
Markup (8090) .......eeveeviuvieeeiiiiee e 34,744

Selling Price .....ooovvvveeiiiieeee e $78,174



f. The selling price for Job G would be calculated as follows:

Direct materialS..........ccooovvevervneniereneenns $8,000
Direct labor CoSt.........cocviiiriiiiiieiee 6,700
Manufacturing overhead applied............. 14,070
Total manufacturing cost...........cccceevunee. $28,770
Markup (8090) ........eveerivieieiiiieeeiiee e 23,016
Selling PriCe .....cueeiieeiiiie e $51,786
g.
Total manufacturing cost Job E............. $43,430
Total manufacturing cost Job G ............ 28,770
Cost of goods sold...........ccoeeevveeeneennen. $72,200

Difficulty: 2 Medium

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Learning Objective: 02-04
Topic Area:
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[QUESTION]

279. Braegelmann Corporation has two production departments, Casting and Assembly. The company uses a
job-order costing system and computes a predetermined overhead rate in each production department. The
Casting Department’s predetermined overhead rate is based on machine-hours and the Assembly
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Casting Assembly
MaChINE-NOUIS......ccoiiiiiiiii e 20,000 14,000
Direct 1abor-hours ... 4,000 6,000
Total fixed manufacturing overhead cost ......................... $110,000 $65,400
Variable manufacturing overhead per machine-hour........ $1.60
Variable manufacturing overhead per direct labor-hour.... $4.50

During the current month the company started and finished Job K246. The following data were recorded for
this job:

Job K246: Casting Assembly

Machine-hours............. 60 30

Direct labor-hours........ 20 40

Direct materials............ $950 $305

Direct labor cost........... $460 $920
Required:

a. Calculate the estimated total manufacturing overhead for the Casting Department.
b. Calculate the estimated total manufacturing overhead for the Assembly Department.
c. Calculate the predetermined overhead rate for the Casting Department.

d. Calculate the predetermined overhead rate for the Assembly Department.

e. Calculate the amount of overhead applied in the Casting Department to Job K246.
f. Calculate the amount of overhead applied in the Assembly Department to Job K246.
g. Calculate the total job cost for Job K246.



h. Calculate the selling price for Job K246 if the company marks up its unit product costs by 40% to determine
selling prices.

Answer:

a. Casting Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$110,000 + ($1.60 per machine-hour x 20,000 machine-hours)

=$110,000 +$32,000 = $142,000

b. Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $65,400 + ($4.50 per direct labor-hour x 6,000 direct labor-hours)

= $65,400 + $27,000 = $92,400

c. Casting Department:
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
=$142,000 + 20,000 machine-hours = $7.10 per machine-hour

d. Assembly Department:
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
= $92,400 +6,000 direct labor-hours = $15.40 per direct labor-hour

e. Casting Department:
Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.10 per machine-hour x 60 machine-hours = $426

f. Assembly Department:
Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $15.40 per direct labor-hour x 40 direct labor-hours = $616

g.
Casting Assembly Total
Direct materials...........cccccceeveeennee. $950 $305 $1,255
Direct 1abor .........cccovveeiieciee, $460 $920 1,380
Manufacturing overhead applied.... $426 $616 1,042
Total cost of Job K246................... $3,677
h.
Total cost of Job K246........ $3,677.00
Markup ($3,677.00 x 40%). 1,470.80
Selling price ......cccccceveeenenns $5,147.80

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Learning Objective: 02-04
Topic Area:
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AICPA: BB Reflective Thinking
AICPA: FN Measurement

[QUESTION]
280. Matrejek Corporation has two manufacturing departments--Forming and Customizing. The company
used the following data at the beginning of the year to calculate predetermined overhead rates:

Forming  Customizing Total



Estimated total machine-hours (MHS) ..........cccocccvveeeeeeennins 8,000 2,000 10,000
Estimated total fixed manufacturing overhead cost ............. $36,800 $4,800 $41,600
Estimated variable manufacturing overhead cost per MH ... $1.60 $2.90

During the most recent month, the company started and completed two jobs--Job D and Job K. There were
no beginning inventories. Data concerning those two jobs follow:

Job D Job K
Direct materials..........cccco......... $15,600 $6,900
Direct labor cost.........cc..ccue... $19,100 $8,700
Forming machine-hours ........... 5,400 2,600
Customizing machine-hours..... 800 1,200

Required:

a. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 50% on manufacturing cost to establish selling prices. Calculate the
selling price for Job D.

b. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 50% on manufacturing cost to establish selling prices. Calculate the
selling price for Job K.

c. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 50% on
manufacturing cost to establish selling prices. Calculate the selling price for Job D.

d. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 50% on
manufacturing cost to establish selling prices. Calculate the selling price for Job K.

Answer:

a. The first step is to calculate the estimated total overhead costs in the two departments.

Forming
Estimated fixed manufacturing overhead............cccccooiiiiiiniiin e, $36,800
Estimated variable manufacturing overhead ($1.60 per MH x 8,000 MHS)...... 12,800
Estimated total manufacturing overhead COSt...........occcvveiiiiiiiiiieee, $49,600
Customizing
Estimated fixed manufacturing overhead............cccccoiiiiinne e, $4,800
Estimated variable manufacturing overhead ($2.90 per MH x 2,000 MHS)...... 5,800
Estimated total manufacturing overhead COSt............ocvvvvviviiiiiiiieiiiiiiieeiiieeeeees $10,600

The second step is to combine the estimated manufacturing overhead costs in the two departments ($49,600
+ $10,600 = $60,200) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $60,200
Estimated total machine hours............ccccccoovinnneen. 10,000 MHs
Predetermined overhead rate.............ccccccoevviinnneen. $6.02 per MH

The overhead applied to Job D is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.02 per MH x (5,400 MHs + 800 MHSs)

= $6.02 per MH x (6,200 MHSs)

= $37,324

The selling price for Job D:
Direct materialS...........cooveeevvvevreeenennn. $15,600
Direct 1abor COSt.......c.oocevveviiiviiieerinnn. 19,100



Manufacturing overhead applied....... 37,324
Total manufacturing cost................... $72,024
Markup (5090) ......ccveevveerireeiieeseeene 36,012
Selling Price .....ccveveeeeeeeeceeeceeea $108,036

b. The overhead applied to Job K is calculated as follows:
Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job

= $6.02 per MH x (2,600 MHs + 1,200 MHs)
= $6.02 per MH x (3,800 MHs)
=$22,876

Job K’s manufacturing cost:

Direct materials..........c.ccccoveevveesnennne. $6,900
Direct labor cOSt........ccovvviiiiiieiiiennnns 8,700
Manufacturing overhead applied....... 22,876
Total manufacturing cost................... $38,476
The selling price for Job K:
Total manufacturing cost............... $38,476
Markup (5090) ......ccuvveeiriiieeniiieeenns 19,238
Selling price .....cooeeevveeieeecieeen $57,714

c. Forming Department predetermined overhead rate:

Estimated fixed manufacturing overhead

Estimated variable manufacturing overhead ($1.60 per MH x 8,000 MHS)......

Estimated total manufacturing overhead cost (a).......
Estimated total machine-hours (B) .........ccccccvvvvvvinnnnns

Departmental predetermined overhead rate (a) + (b)

Customizing Department predetermined overhead rate:

Estimated fixed manufacturing overhead

Estimated variable manufacturing overhead ($2.90 per MH x 2,000 MHS)......
Estimated total manufacturing overhead COSt (8).........ccoveerrireeeiiiiieeiiieeeee,

Estimated total machine-hours (b) ..........

Departmental predetermined overhead rate (&) + () .c.ooovvieiiiiiiiiiii,

Manufacturing overhead applied to Job D:

Forming ($6.20 per MH x 5,400 MHS) ......
Customizing ($5.30 per MH x 800 MHs)...
Total manufacturing overhead applied......

The selling price for Job D would be calculated as follows:

Direct materials...........ccocevevvvireiiiieneen
Direct 1abor COSt........oovvuiiiiiiiiiiiiiiiiee,
Manufacturing overhead applied.............
Total manufacturing cost..........cccceeevnnen.
Markup (5090) .......oeveeiiiieieiniiiee e
Selling Price .....coovvvveeiiiieee e

d. Manufacturing overhead applied to Job K:

Forming ($6.20 per MH x 2,600 MHS) ......

Customizing ($5.30 per MH x 1,200 MHs)

Total manufacturing overhead applied......

$15,600
19,100
37,720
$72,420
36,210

$108,630

The selling price for Job K would be calculated as follows:

$36,800
12,800

$49,600

8,000
$6.20

$4,800
5,800

$10,600

2,000
$5.30

MHs
per MH

MHs
per MH



Direct materialS...........cocovveveeeeeireeiieeenn. $6,900

Direct [abor COSt.........cccovviiiiiieiiiieeee, 8,700
Manufacturing overhead applied............. 22,480
Total manufacturing coSt............ccccvveee... $38,080
Markup (5090) .......ooveeiiiiiieiiieee e 19,040
Selling PriCe ....evveiiieeeeee e $57,120

Difficulty: 2 Medium

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Learning Objective: 02-04
Topic Area:
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AICPA: BB Reflective Thinking
AICPA: FN Measurement

[QUESTION]
281. Harnett Corporation has two manufacturing departments--Molding and Assembly. The company used
the following data at the beginning of the period to calculate predetermined overhead rates:

Molding Assembly Total
Estimated total machine-hours (MHS) ........cccccceviiiiiinnnnenn. 5,000 5,000 10,000
Estimated total fixed manufacturing overhead cost ............. $29,000 $13,500 $42,500
Estimated variable manufacturing overhead cost per MH ... $1.20 $2.30

During the period, the company started and completed two jobs--Job E and Job M. Data concerning those
two jobs follow:

JobE JobM
Direct materials...........c..cceeueneene $14,300  $9,400
Direct labor cost..........cccceeveeeee $22,800  $8,900
Molding machine-hours............ 3,400 1,600
Assembly machine-hours.......... 2,000 3,000

Required:

a. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate that overhead rate.

b. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the amount of manufacturing overhead applied to Job E.

c. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the total manufacturing cost assigned to Job E.

d. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours and uses a markup of 60% on manufacturing cost to establish selling prices. Calculate the
selling price for Job E.

e. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. What is the departmental predetermined overhead rate in the Molding
department?

f. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. What is the departmental predetermined overhead rate in the
Assembly department?

g. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. How much manufacturing overhead will be applied to Job E?
h. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. Further assume that the company uses a markup of 60% on
manufacturing cost to establish selling prices. Calculate the selling price for Job E.



Answer:
a. The first step is to calculate the estimated total overhead costs in the two departments.

Molding
Estimated fixed manufacturing overhead............c.ccccoviiiiiniinee, $29,000
Estimated variable manufacturing overhead ($1.20 per MH x 5,000 MHS)...... 6,000
Estimated total manufacturing overhead COSt...........ccccoveiiiiiieiiiiie e, $35,000
Assembly
Estimated fixed manufacturing overhead............c.cccooiiiiiii e, $13,500
Estimated variable manufacturing overhead ($2.30 per MH x 5,000 MHS)...... 11,500
Estimated total manufacturing overhead COSt............cccccveiiiiiieiniiie e, $25,000

The second step is to combine the estimated manufacturing overhead costs in the two departments ($35,000
+ $25,000 = $60,000) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $60,000
Estimated total machine hours............ccccccoeviinneee. 10,000 MHs
Predetermined overhead rate............ccccccceveveeennn. $6.00 per MH

b. The overhead applied to Job E is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.00 per MH x (3,400 MHs + 2,000 MHSs)

= $6.00 per MH x (5,400 MHs)

= $32,400

c. Job E’s manufacturing cost:
Direct materials.............oocevvveerreeennnnne $14,300
Direct labor COSt........ccooviiiiiiieeieinnnns 22,800
Manufacturing overhead applied....... 32,400
Total manufacturing cost................... $69,500

d. The selling price for Job E:

Total manufacturing cost............... $69,500
Markup (6090) .......ccceevveeiieeenieenne 41,700
Selling price .....cccceeveeeceeeceeeene, $111,200
e. Molding Department predetermined overhead rate:
Estimated fixed manufacturing overhead............cccccciiiic e $29,000
Estimated variable manufacturing overhead ($1.20 per MH x 5,000 MHS)....... 6,000
Estimated total manufacturing overhead cOSt (2)........cccceeeviiiiiiiiiiiiiccciccn $35,000
Estimated total machine-hours (D) ... 5,000 MHs
Departmental predetermined overhead rate (a) + (B) ..cccoovviieieiiiiii e, $7.00 per MH
f. Assembly Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiiniii e, $13,500
Estimated variable manufacturing overhead ($2.30 per MH x 5,000 MHS)...... 11,500
Estimated total manufacturing overhead COSt (8).........ccoveerriieeeiiiiieeiiiieeeee, $25,000
Estimated total machine-hours (D) ........ccccoiiiiii e, 5,000 MHs
Departmental predetermined overhead rate (a) + (D) .....cccovveeeiiiiiiiiiiie, $5.00 per MH
g. Manufacturing overhead applied to Job E:
Molding ($7.00 per MH x 3,400 MHS) .................. $23,800
Assembly ($5.00 per MH x 2,000 MHS)............... 10,000

Total manufacturing overhead applied................. $33,800



h. The selling price for Job E would be calculated as follows:

Direct materials.........ccccceoveereinniieeneenen $14,300
Direct [abor Cost..........occooveiiiiieiiieeee 22,800
Manufacturing overhead applied............. 33,800
Total manufacturing Cost ...........cccceevunee. $70,900
Markup (6090) ......c.evveeririeeeiiiee e 42,540

$113,44
Selling Price .....oovveviiiiieiiec e 0

Difficulty: 2 Medium

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-03
Learning Objective: 02-04
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AICPA: FN Measurement

[QUESTION]

282. Bulla Corporation has two production departments, Machining and Customizing. The company uses a
job-order costing system and computes a predetermined overhead rate in each production department. The
Machining Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Machining  Customizing

MaChINE-NOUIS......cccoiiiiiii e 19,000 13,000
Direct 1abor-hours ... 2,000 9,000
Total fixed manufacturing overhead cost ............c............ $98,800 $84,600
Variable manufacturing overhead per machine-hour-........ $2.10

Variable manufacturing overhead per direct labor-hour.... $3.60

During the current month the company started and finished Job K369. The following data were recorded for
this job:

Job K369: Machining Customizing
Machine-hours............. 90 10
Direct labor-hours........ 20 50
Required:
Calculate the total amount of overhead applied to Job K369 in both departments.
Answer:

Machining Department:

Machining Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$98,800 + ($2.10 per machine-hour x 19,000 machine-hours)

= $98,800 +$39,900 = $138,700

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
=$138,700 + 19,000 machine-hours = $7.30 per machine-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $7.30 per machine-hour x 90 machine-hours = $657

Customizing Department:



Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $84,600 + ($3.60 per direct labor-hour x 9,000 direct labor-hours)

= $84,600 + $32,400 = $117,000

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
=$117,000 +9,000 direct labor-hours = $13.00 per direct labor-hour

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.00 per direct labor-hour x 50 direct labor-hours = $650

Overhead applied to Job K369

Machining Department .................... $657
Customizing Department................. 650
o1 | PSS $1,307

Difficulty: 1 Easy

Learning Objective: 02-01
Learning Objective: 02-02
Learning Objective: 02-04
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[QUESTION]
283. Bierce Corporation has two manufacturing departments--Machining and Finishing. The company used
the following data at the beginning of the year to calculate predetermined overhead rates:

Machining Finishing Total
Estimated total machine-hours (MHS)..........cccccvvevvininininnnnn. 4,000 1,000 5,000
Estimated total fixed manufacturing overhead cost ............. $20,000 $2,100 $22,100
Estimated variable manufacturing overhead cost per MH ... $1.40 $2.80

During the most recent month, the company started and completed two jobs--Job B and Job K. There were no
beginning inventories. Data concerning those two jobs follow:

Job B Job K

Direct materials..........c..ccceuv...e. $12,800 $7,900

Direct labor cost.........c.cccveeueene. $24,700  $6,400

Machining machine-hours ........ 2,700 1,300

Finishing machine-hours .......... 400 600
Required:

a. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate that overhead rate.

b. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the amount of manufacturing overhead applied to Job B.

c. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the amount of manufacturing overhead applied to Job K.

d. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both departments. What is the departmental predetermined overhead rate in the Machining
department?

e. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. What is the departmental predetermined overhead rate in the
Finishing department?

f. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. How much manufacturing overhead will be applied to Job B?



g. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. How much manufacturing overhead will be applied to Job K?
Answer:

a. The first step is to calculate the estimated total overhead costs in the two departments.

Machining
Estimated fixed manufacturing overhead............cccccoviiiiiiii e, $20,000
Estimated variable manufacturing overhead ($1.40 per MH x 4,000 MHS)...... 5,600
Estimated total manufacturing overhead COSt............ccccveiiiiieiiniiiie e, $25,600
Finishing
Estimated fixed manufacturing overhead..............ccccooiiiiinin e, $2,100
Estimated variable manufacturing overhead ($2.80 per MH x 1,000 MHS)...... 2,800
Estimated total manufacturing overhead COSt............cccoveiiiiieeiiiiiieneiee e, $4,900

The second step is to combine the estimated manufacturing overhead costs in the two departments ($25,600
+ $4,900 = $30,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $30,500
Estimated total machine hours............ccccccoeviinneen. 5,000 MHs
Predetermined overhead rate.............ccccccveveeennnn. $6.10 per MH

b. The overhead applied to Job B is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.10 per MH x (2,700 MHs + 400 MHSs)

= $6.10 per MH x (3,100 MHSs)

= $18,910

c. The overhead applied to Job K is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $6.10 per MH x (1,300 MHs + 600 MHs)

= $6.10 per MH x (1,900 MHs)

=$11,590
d. Machining Department predetermined overhead rate:
Estimated fixed manufacturing overhead.............ccccooviiiiinin, $20,000
Estimated variable manufacturing overhead ($1.40 per MH x 4,000 MHS)...... 5,600
Estimated total manufacturing overhead COSt (8).........ccoeeerriieeeiiiiieeiriieeeee, $25,600
Estimated total machine-hours (D) .........cccoiiiiii e, 4,000 MHs
Departmental predetermined overhead rate (a) + () ...ccoovviieeeiiiiii e, $6.40 per MH
e. Finishing Department predetermined overhead rate:
Estimated fixed manufacturing overhead............cccccoviiiiiiiii e $2,100
Estimated variable manufacturing overhead ($2.80 per MH x 1,000 MHS)...... 2,800
Estimated total manufacturing overhead COSt (2).........coovirvuieiiiieeiiiiiiiiieeeeeene $4,900
Estimated total machine-hours (b) ... 1,000 MHs
Departmental predetermined overhead rate (a) + (D) .....cccovvveeiiiiiiiiiiie, $4.90 per MH
f. Manufacturing overhead applied to Job B:
Machining ($6.40 per MH x 2,700 MHS) .............. $17,280
Finishing ($4.90 per MH x 400 MHS) .........cc.c...... 1,960
Total manufacturing overhead applied................. $19,240

g. Manufacturing overhead applied to Job K:
Machining ($6.40 per MH x 1,300 MHS) .............. $8,320



Finishing ($4.90 per MH x 600 MHS) ................... 2,940
Total manufacturing overhead applied................. $11,260
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[QUESTION]

284. Gercak Corporation has two production departments, Forming and Assembly. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Forming Department’s predetermined overhead rate is based on machine-hours and the Assembly
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Forming Assembly
MaCHINE-NOUIS........cvtiiei e 16,000 11,000
Direct [abor-NOUIS ........ccooieeiiiiiiiciec e 2,000 7,000
Total fixed manufacturing overhead cost ..........c...cconeee. $100,800 $76,300
Variable manufacturing overhead per machine-hour-........ $1.70
Variable manufacturing overhead per direct labor-hour.... $3.10

During the current month the company started and finished Job X560. The following data were recorded for
this job:

Job X560: Forming Assembly

Machine-hours............. 50 30

Direct labor-hours........ 30 40
Required:

a. Calculate the estimated total manufacturing overhead for the Assembly Department.

b. Calculate the predetermined overhead rate for the Forming Department.

c. Calculate the total amount of overhead applied to Job X560 in both departments.

Answer:

a. Assembly Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $76,300 + ($3.10 per direct labor-hour x 7,000 direct labor-hours)

= $76,300 + $21,700 = $98,000

b. Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$100,800 + ($1.70 per machine-hour x 16,000 machine-hours)

= $100,800 +$27,200 = $128,000

Forming Department: Predetermined overhead rate = Estimated total manufacturing overhead cost +
Estimated total amount of the = $128,000 + 16,000 machine-hours = $8.00 per machine-hour

c. Forming Department: Overhead applied to a particular job = Predetermined overhead rate x Amount of the
allocation base incurred by the job = $8.00 per machine-hour x 50 machine-hours = $400

Assembly Department: Predetermined overhead rate = Estimated total manufacturing overhead cost +
Estimated total amount of the = $98,000 +7,000 direct labor-hours = $14.00 per direct labor-hour

Assembly Department: Overhead applied to a particular job = Predetermined overhead rate x Amount of the
allocation base incurred by the job = $14.00 per direct labor-hour x 40 direct labor-hours = $560



Overhead applied to Job X560

Forming Department ....................... $400
Assembly Department..................... 560
Total..coeeiceecee e $960
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[QUESTION]
285. Sonneborn Corporation has two manufacturing departments--Molding and Customizing. The company
used the following data at the beginning of the year to calculate predetermined overhead rates:

Molding  Customizing Total
Estimated total machine-hours (MHS) ........cccccccviiiiiinnnnenn, 1,000 9,000 10,000
Estimated total fixed manufacturing overhead cost ............. $5,100 $23,400  $28,500
Estimated variable manufacturing overhead cost per MH ... $1.50 $2.50

During the most recent month, the company started and completed two jobs--Job D and Job G. There were
no beginning inventories. Data concerning those two jobs follow:

Job D Job G
Direct materials..........c.cccceeuveee. $14,700 $9,100
Direct labor cost.........c.cccveeueee. $18,800 $8,300
Molding machine-hours............ 700 300
Customizing machine-hours..... 3,600 5,400

Required:

a. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the amount of manufacturing overhead applied to Job D.

b. Assume that the company uses a plantwide predetermined manufacturing overhead rate based on
machine-hours. Calculate the amount of manufacturing overhead applied to Job G.

c. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. How much manufacturing overhead will be applied to Job D?
d. Assume that the company uses departmental predetermined overhead rates with machine-hours as the
allocation base in both production departments. How much manufacturing overhead will be applied to Job G?
Answer:

a. The first step is to calculate the estimated total overhead costs in the two departments.

Molding
Estimated fixed manufacturing overhead...........ccccccovviiiiiiiie e $5,100
Estimated variable manufacturing overhead ($1.50 per MH x 1,000 MHS)...... 1,500
Estimated total manufacturing overhead COSt...........ooocuiiiiiiiiiiiiiiiiee e $6,600
Customizing
Estimated fixed manufacturing overhead............cccccoiiiiiiiiiiii e $23,400
Estimated variable manufacturing overhead ($2.50 per MH x 9,000 MHS)...... 22,500

Estimated total manufacturing overhead COSt............ooccuiiiiiiiiiiiiiiiie e $45,900



The second step is to combine the estimated manufacturing overhead costs in the two departments ($6,600 +
$45,900 = $52,500) to calculate the plantwide predetermined overhead rate as follow:

Estimated total manufacturing overhead cost ....... $52,500
Estimated total machine hours...........cccccoeveernee 10,000 MHs
Predetermined overhead rate.............ccccoevviieernnnn $5.25 per MH

The overhead applied to Job D is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.25 per MH x (700 MHs + 3,600 MHs)

= $5.25 per MH x (4,300 MHSs)

=$22,575

b. The overhead applied to Job G is calculated as follows:

Overhead applied to a particular job = Predetermined overhead rate x Machine-hours incurred by the job
= $5.25 per MH x (300 MHs + 5,400 MHSs)

= $5.25 per MH x (5,700 MHs)

= $29,925
c¢. Molding Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........ccccccccveiiiiiiic e $5,100
Estimated variable manufacturing overhead ($1.50 per MH x 1,000 MHS)...... 1,500
Estimated total manufacturing overhead cOSt (2)........cccccevveiiiiiiiiiiiciicccccce $6,600
Estimated total machine-hours (D) ... 1,000 MHs
Departmental predetermined overhead rate (a) + (D) ....ccoeeeeeeiiiiiiiiiiiicicccne $6.60 per MH
Customizing Department predetermined overhead rate:
Estimated fixed manufacturing overhead...........cccccccviiiiiiic e $23,400
Estimated variable manufacturing overhead ($2.50 per MH x 9,000 MHS)....... 22,500
Estimated total manufacturing overhead COSt (&) .........ccoveerriieeeiiiiieeiiieeeeie, $45,900
Estimated total machine-hours (D) .........cccoiiiii e, 9,000 MHs
Departmental predetermined overhead rate (&) + () .c.ooovviieiiiiiiiiiini, $5.10 per MH
Manufacturing overhead applied to Job D:
Molding ($6.60 per MH x 700 MHS)..........cccc...... $4,620
Customizing ($5.10 per MH x 3,600 MHS)........... 18,360
Total manufacturing overhead applied................. $22,980

d. Manufacturing overhead applied to Job G:

Molding ($6.60 per MH x 300 MHS)..........cc..c...... $1,980
Customizing ($5.10 per MH x 5,400 MHS)........... 27,540
Total manufacturing overhead applied................. $29,520
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[QUESTION]
286. Rocher Corporation has two production departments, Casting and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The



Casting Department’s predetermined overhead rate is based on machine-hours and the Finishing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Casting Finishing
MaChINE-NOUIS......ccciiiiiiiii e 17,000 13,000
Direct 1abor-hours ... 4,000 6,000
Total fixed manufacturing overhead coSt ............ccccecvveeen. $124,100 $52,200
Variable manufacturing overhead per machine-hour-........ $2.30
Variable manufacturing overhead per direct labor-hour.... $4.00

During the current month the company started and finished Job A394. The following data were recorded for
this job:

Job A394: Casting Finishing

Machine-hours............. 80 20

Direct labor-hours........ 10 40
Required:

a. Calculate the estimated total manufacturing overhead for the Casting Department.

b. Calculate the predetermined overhead rate for the Casting Department.

c. Calculate the amount of overhead applied in the Casting Department to Job A394.

Answer:

a. Casting Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$124,100 + ($2.30 per machine-hour x 17,000 machine-hours)

=$124,100 +$39,100 = $163,200

b. Casting Department:
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
=$163,200 + 17,000 machine-hours = $9.60 per machine-hour

c. Casting Department:

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $9.60 per machine-hour x 80 machine-hours = $768
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[QUESTION]

287. Marius Corporation has two production departments, Casting and Finishing. The company uses a job-
order costing system and computes a predetermined overhead rate in each production department. The
Casting Department’s predetermined overhead rate is based on machine-hours and the Finishing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Casting Finishing
MaACHINE-NOUIS....cooviieeiee e 18,000 12,000
DireCt 1abOr-NOUIS ......coeveeeiiee e 4,000 6,000

Total fixed manufacturing overhead cost ...........c.ccconneeee $118,800 $57,600



Variable manufacturing overhead per machine-hour-........ $2.20
Variable manufacturing overhead per direct labor-hour.... $4.00

During the current month the company started and finished Job K895. The following data were recorded for
this job:

Job K895: Casting Finishing

Machine-hours............. 70 30

Direct labor-hours........ 20 60
Required:

a. Calculate the estimated total manufacturing overhead for the Finishing Department.

b. Calculate the predetermined overhead rate for the Finishing Department.

c. Calculate the amount of overhead applied in the Finishing Department to Job K895.

Answer:

a. Finishing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
direct labor-hour x Total direct labor-hours in the department)

= $57,600 + ($4.00 per direct labor-hour x 6,000 direct labor-hours)

= $57,600 + $24,000 = $81,600

b. Finishing Department:
Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
=$81,600 +6,000 direct labor-hours = $13.60 per direct labor-hour

c. Finishing Department:

Overhead applied to a particular job = Predetermined overhead rate x Amount of the allocation base incurred
by the job = $13.60 per direct labor-hour x 60 direct labor-hours = $816
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[QUESTION]

288. Madole Corporation has two production departments, Forming and Customizing. The company uses a
job-order costing system and computes a predetermined overhead rate in each production department. The
Forming Department’s predetermined overhead rate is based on machine-hours and the Customizing
Department’s predetermined overhead rate is based on direct labor-hours. At the beginning of the current
year, the company had made the following estimates:

Forming Customizing
MaChINE-NOUIS......cccoiiiiii e 19,000 12,000
Direct 1abor-hours ... 4,000 8,000
Total fixed manufacturing overhead cost ...........c..cooneeee $119,700 $67,200
Variable manufacturing overhead per machine-hour-........ $2.00
Variable manufacturing overhead per direct labor-hour.... $4.20

During the current month the company started and finished Job K973. The following data were recorded for
this job:

Job K973: Forming Customizing
Machine-hours............. 50 20



Direct labor-hours........ 20 50

Required:

a. Calculate the estimated total manufacturing overhead for the Forming Department.

b. Calculate the predetermined overhead rate for the Customizing Department.

c. Calculate the total overhead applied to Job K973 in both departments.

Answer:

a. Forming Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost per
machine-hour x Total machine-hours in the department)

=$119,700 + ($2.00 per machine-hour x 19,000 machine-hours)

=$119,700 +$38,000 = $157,700

b. Customizing Department overhead cost = Fixed manufacturing overhead cost + (Variable overhead cost
per direct labor-hour x Total direct labor-hours in the department)

= $67,200 + ($4.20 per direct labor-hour x 8,000 direct labor-hours)

=$67,200 + $33,600 = $100,800

Predetermined overhead rate = Estimated total manufacturing overhead cost + Estimated total amount of the
= $100,800 +8,000 direct labor-hours = $12.60 per direct labor-hour

c. Forming Department: Predetermined overhead rate = Estimated total manufacturing overhead cost +
Estimated total amount of the = $157,700 + 19,000 machine-hours = $8.30 per machine-hour

Forming Department: Overhead applied to a particular job = Predetermined overhead rate x Amount of the
allocation base incurred by the job = $8.30 per machine-hour x 50 machine-hours = $415

Customizing Department: Overhead applied to a particular job = Predetermined overhead rate x Amount of
the allocation base incurred by the job = $12.60 per direct labor-hour x 50 direct labor-hours = $630

Overhead applied to Job K973

Forming Department ............ccc....... $415
Customizing Department................. 630
B o] - | R $1,045
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[QUESTION]
289. Sullen Corporation uses a predetermined overhead rate base on machine-hours that it recalculates at
the beginning of each year. The company has provided the following data for the most recent year.

Predetermined overhead rate.........cccoceveviiiieiniiiee e, $14.30 per machine-hour
Estimated total fixed manufacturing overhead from the
beginning of the year.........c..cccccee v $572,000
Estimated activity level from the beginning of the year ..... 40,000 machine-hours
Actual total fixed manufacturing overhead ........................ $605,000
Actual activity level ... 36,700 machine-hours
Required:

Determine the amount of manufacturing overhead that would have been applied to all jobs during the period.
Answer:



Predetermined overhead rate (a) ......ccccceeevevvvvnennnn. $14.30 per machine-hour
Actual activity level (B).....ccccceevviiii e, 36,700 machine-hours
Manufacturing overhead applied (a) x (b)............... $524,810
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[QUESTION]

290. Levi Corporation uses a predetermined overhead rate of $23.40 per direct labor-hour. This
predetermined overhead rate was based on estimated total fixed manufacturing overhead of $702,000 and
30,000 direct labor-hours for the period. The company incurred actual total fixed manufacturing overhead of
$738,000 and 27,100 total direct labor-hours during the period.

Required:

Determine the amount of manufacturing overhead that would have been applied to all jobs during the period.
Answer:

Predetermined overhead rate (a) ........ccocvevvvverennnee. $23.40 per direct labor-hour
Actual activity level (B).......ccccoviiiiiii, 27,100 direct labor-hours
Manufacturing overhead applied (a) x (b)............... $634,140
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[QUESTION]

291. Job 243 was recently completed. The following data have been recorded on its job cost sheet:
Direct materials ...........cccccvvveeeennn. $48,870
Direct labor-hours...........ccccceeee. 405 labor-hours
Direct labor wage rate .................. $13 per labor-hour
Machine-hours..........cccooiiiiieneenn, 486 machine-hours
Number of units completed .......... 2,700 units

The company applies manufacturing overhead on the basis of machine-hours. The predetermined overhead
rate is $11 per machine-hour.

Required:

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

Cost Summary

DireCt MaterialS .........ccoevieiieiie e $48,870
Direct labor ($13 per DLH x 405 DLHS) ........ccocoveiiiienneens 5,265
Manufacturing overhead ($11 per MH x 486 MHS)........... 5,346
Total ProduCt COSt......cciuiiiiieiciiee e $59,481
UNit ProdUCE COSE ...ueiiiviieiiiciiie et $22.03
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292. Job 652 was recently completed. The following data have been recorded on its job cost sheet:

[QUESTION]
Direct materials ...........cccccvveeeeee... $59,400
Direct labor-hours......................... 1,224
Direct labor wage rate .................. $15
Number of units completed .......... 3,600

DLHs
per DLH
units

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

overhead rate is $35 per direct labor-hour.

Required:

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

Answer:
Cost Summary

Direct materials .........oooocviiiiiiee e
Direct labor ($15 per DLH x 1,224 DLHS)..........cc........
Manufacturing overhead ($35 per DLH x 1,224 DLHs)
Total product COSt......ccooviiiiiiei e,
Unit product COSt .....covvvvvviieiiiieieeieeeeeeeeeeeeeeeee e
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