ACC2233 Hand-In Assignment 4

Problem 1

Compute the Predetermined Overhead Rate [L03]

Logan Products computes its predetermined overhead rate annually on the basis of direct labour hours. At the beginning of the year, it estimated that its total manufacturing overhead would be $588,000 and the total direct labour would be 42,000 hours. Its actual total manufacturing overhead for the year was $713,400 and its actual total direct labour was 41,000 hours.

Required:

Compute the company's predetermined overhead rate for the year, calculate the total overhead applied, and determine the amount of under- or over-applied overhead in the year.

Predetermined overhead rate= estimated total manufacturing overhead cost/ estimated total units in the allocation base=$588,000/42,000= $14 / DLH (Direct Labour Hours)

Overhead applied = predetermined overhead rate * actual direct labour hours charged = $14*41,000=574,000

713,400-574,000

The overhead is under-applied by $139,400.


Problem 2

Prepare Journal Entries

Jones Company recorded the following transactions for the just-completed month.

a. $45,000 in raw materials were purchased on account.
b. $125,000 in raw materials were requisitioned for use in production. Of this amount, $70,000 was for direct materials and the remainder was for indirect materials.
c. Total labour wages of $212,000 were incurred. Of this amount, $183,000 was for direct labour and the remainder was for indirect labour.
d. Additional manufacturing overhead costs of $189,000 were incurred.

Required:

Record the above transactions in journal entries.
a.	Raw Materials Inventory					 45,000
		Accounts Payable							  45,000

b.	Work in Process Inventory					  70,000
Manufacturing Overhead						  55,000
		Raw Materials Inventory						125,000

c.	Work in Process Inventory					183,000
Manufacturing Overhead					  	29,000
	Salaries and Wages Payable 						212,000

d.	Manufacturing Overhead					189,000
Accounts Payable									189,000




Problem 3

Apply Overhead

Carera Corporation uses a predetermined overhead rate of $21.30 per direct labour-hour. This pre-determined rate was based on 12,000 estimated direct labour-hours and $277,200 of estimate manufacturing overhead.

The company incurred actual total manufacturing overhead costs of $266,000 and 12,600 direct labour-hours during the period.

Required:
Determine the amount of manufacturing overhead that would have been applied to units of product during the period as well as the amount of over- or under-applied overhead for the period.

Applied manufacturing overhead= actual direct labor hours * predetermined overhead rates = 12600*$21.30=268,380.

Applied manufacturing overhead = $268,380

Actual 	266,000
Applied	268,380
[bookmark: _GoBack]  		(2,380)

The overhead is over-applied by $2,380



Problem 4

Applying Overhead; Cost of Goods Manufactured

The following cost data relate to the manufacturing activities of Black Company during the just-completed year:

Manufacturing overhead costs:

Property taxes, factory 				  $3,000
Utilities, factory 					    5,000
Indirect labour 					  10,000
Depreciation, factory 				  24,000
Insurance, factory 					    6,000
Total actual manufacturing overhead costs	$48,000


Other costs incurred:

Purchases of raw materials 			$32,000
Direct labour cost					$40,000
  

Inventories:

Raw materials, beginning 				$ 7,000
Raw materials, ending 				$ 8,000
Work in process, beginning 			$ 6,000
Work in process, ending				$ 7,500

The company uses a predetermined overhead rate to apply overhead cost to production. The rate for the year was $5 per machine-hour; a total of 10,000 machine-hours were recorded for the year. All raw materials ultimately become direct materials—none are classified as indirect materials.

Required:

1. Compute the amount of under-applied or over-applied overhead cost for the year. 

Applied manufacturing overhead= machine hours * predetermined overhead rates = $5*10,000 = 50,000

Actual	48,000
Applied 	50,000
		(2,000)

The overhead is over-applied by $2000



2. Prepare a schedule of cost of goods manufactured for the year.
 
Direct Materials:
   Beginning Raw materials inventory			$7,000
   Add: purchase of raw materials 				32,000
   Raw materials available for use				39,000
   Deduct: Ending Raw materials inventory 		  8,000
   Raw materials used in production						   31,000
Direct Labours:									   40,000
Manufacturing overhead applied to work in process:				   50,000
	Total manufacturing costs						 	121,000	
Add: Beginning work in process inventory 					      6,000
Deduct: Ending work in process inventory 					      7,500
Cost of goods manufactured 							$119,500	


