
1.  Should Waterpro use process costing or job-order costing? 
2.   If Waterpro uses an actual costing system, what is the cost of a 

single system installed in June?  In July?  In August? 
3.  Now, assume that Waterpro uses a normal costing system.  

Estimated overhead for the year is $60,000, and estimated 
production is 600 watering systems.  What is the predetermined 
overhead rate per system?  What is the cost of a single system 
installed in June?  In July?  In August? 



Chapter 5 Solutions: 5-2 

5–2 

1. Waterpro should use a process-costing system because each watering 
system is like every other so the cost of direct materials, direct labor, and 
overhead stays constant from job to job. 

 
2. If Waterpro uses an actual costing system, the average amounts for actual 

direct materials, actual direct labor, and actual overhead must be calculated 
for each month. 

 

Average Amounts  June   July  August 
Direct materials................  $  200 $ 200 $ 200 
Direct labor........................  210  210  210 
Overhead...........................   600  120  84 

Total unit cost ................... $ 1,010 $ 530 $ 494 
 
3. Predetermined overhead rate = $60,000/600 = $100 per system installed 
 Unit cost per system = $200 + $210 + $100 = $510 
 

 The cost of the basic system does not change from month to month. 





Chapter 5 Solutions: 5-6 

5–6 

1. Using Job 30 (any of the three jobs could be used, the overhead rate will be 
the same): 

 
      Predetermined overhead rate = $1,520/$1,900  
                                                         = 0.80, or 80% of direct labor cost 
 
2.    Job 30        Job 31        Job 32  

Balance, August 1.......... $  6,070 $  4,312 $ 10,850 
Direct materials .............. 12,500 11,200 5,500 
Direct labor ..................... 3,000 4,125 2,800 
Applied overhead...........  2,400  3,300  2,240 
 Total (August 31) ..... $ 23,970 $ 22,937 $ 21,390 

  
3.  Ending Work in Process consists of Jobs 30 and 32 
 

Job 30 ............................  $ 23,970 
Job 32 .............................   21,390 
 Ending WIP .............. $ 45,360 

 
4.  Cost of goods sold = Job 31 = $22,937 
 
5.  Price of Job 31 = $22,937 × 1.3 = $29,818 (rounded) 





Chapter 5 Solutions: 5-14 

5–14 

1. Engineering design rate = $120,000/3,000 = $40 per engineering hour 
 Purchasing rate = $80,000/10,000 = $8 per part 
 Other overhead rate = $250,000/40,000 = $6.25 per direct labor hour 
 
2.    Job 50   Job 51   Job 52   Job 53   Job 54  
 Balance, July 1 ....... $ 32,450 $ 40,770 $ 29,090 $ 0 $ 0 
 Direct materials ...... 26,000 37,900 25,350 11,000  13,560 
 Direct labor ............. 40,000 38,500 43,000 20,900 18,000 
 Applied overhead: 
  Engineering ............ 800 400 600 4,000 8,000 
  Purchasing ............. 1,200 1,440 1,600 4,000 2,400 
 Other overhead ......  15,625  15,000  16,250  7,500  6,875 
  Total cost ................ $ 116,075 $134,010  $115,890 $ 47,400 $48,835 
 
3. Ending balance in Work in Process = Job 51 + Job 53 + Job 54 
   = $134,010 + $47,400 + $48,835 = $230,245 
 
4. Cost of goods sold = Job 50 + Job 52 
   = $116,075 + $115,890 = $231,965 





Chapter 5 Solutions: 5-18 

5–18 

1. Bid prices with plantwide rate: 
 
 Plantwide rate = $2,500,000/250,000 = $10 per direct labor hour 
 

 Job 97-28 Job 97-35 
Prime costs .........................................  $ 120,000 $ 50,000 
Overhead.............................................     60,000*   10,000* 
 Total costs ....................................  $ 180,000 $ 60,000 
Markup (50%) ......................................     90,000   30,000 
 Total bid revenues........................  $ 270,000 $ 90,000 
Units ....................................................  ÷  14,400 ÷  1,500 
 Unit bid price ................................  $   18.75 $  60.00 

 
 *(6,000 × $10); (1,000 × $10). 



5–18 Concluded 

2. Bid prices with departmental rates: 
 
 Rates: Department A: $500,000/200,000 = $2.50 per direct labor hour 
  Department B: $2,000,000/120,000 = $16.67 per machine hour 
 

 Job 97-28  Job 97-35 
Prime costs .........................................  $ 120,000 $ 50,000 
Overhead.............................................     20,835a   51,010b 
 Total costs ....................................  $ 140,835 $ 101,010 
Markup (50%) ......................................     70,418  50,505 
 Total bid revenues........................  $ 211,253 $ 151,515 
Units ....................................................  ÷  14,400 ÷ 1,500 
 Unit bid price ................................  $   14.67 $  101.01 

 

 a($2.50 × 5,000) + ($16.67 × 500). 
 b($2.50 × 400) + ($16.67 × 3,000). 



Recall: Completed = Started + BWIP – EWIP 
             EWIP eq = EWIP x % completion  



Chapter 6 Solutions: 6-8 

6–8 

     A   B   C   D  
Completed ..........................  18,000a 22,000c 40,000d 50,000f 
Units in ending WIP...........   800b  0  2,000e  1,000g 
Equivalent units .................  18,800 22,000 42,000 51,000 
 
a(3,000 + 19,000 – 4,000). e(8,000 × 0.25). 
b(4,000 × 0.20). f(35,000 + 25,000 – 10,000). 
c(2,000 + 20,000 – 0). g(10,000 × 0.10). 
d(48,000 – 8,000). 



Chapter 6 Solutions: 6-9 

6–9 

    A   B   C   D  
Started and completeda..........................  15,000 20,000 40,000 25,000 
Beginning work in processb ..................  2,100 500 0 10,000 
Ending work in processc........................   800  0  2,000    1,000 
Equivalent units ......................................  17,900 20,500 42,000  36,000 
 
 

aA = 19,000 – 4,000; B = 20,000 – 0; C = 48,000 – 8,000; D = 35,000 – 10,000 
An underlying assumption is that units in BWIP are finished first before starting 
new units. 

bA = 3,000 × 0.7; B = 2,000 × 0.25; C = 0; D = 25,000 × 0.4 
cA = 4,000 × 0.2; B = 0; C = 8,000 × 0.25; D = 10,000 × 0.1 

Started & Completed = Completed - BWIP 



20,000 
24,000 

24,000 
16,000 



Chapter 6 Solutions: 6-12 

6–12 

1. Equivalent units calculation: 
  Direct Conversion Transferred 
  Materials  Costs   In  
Units completed ..................  16,000 16,000 16,000 
Ending WIP: 
 8,000 × 50% ....................  4,000 4,000 
 8,000 × 100% ..................       8,000 
Total equivalent units .........  20,000 20,000 24,000 
 

2. Costs charged to the department: 
   Direct Conversion Transferred 
   Materials   Costs   In   Total  
 Costs in BWIP .....................  $ 5,000 $ 6,000 $ 8,000 $ 19,000 
 Costs added by department  32,000  50,000  40,000  122,000 
 Total costs ...........................  $37,000 $56,000 $48,000 $141,000 
 

 Unit cost = Unit direct materials cost + Unit conversion costs + Unit 
    transferred-in cost 
   = $37,000/20,000 + $56,000/20,000 + $48,000/24,000 
   = $1.85 + $2.80 + $2.00 
   = $6.65 



Corporate Profiles 

15 

 Next Week: 
 

Major Social Networking & Internet Companies 
 

•   Google   
•   Facebook   
•   Twitter 
•   Yahoo 

 


