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AC 202 Management Accounting 
Exercise 2: Job-Order Costing  

 
Q. 1  Hawaii Manufacturing uses a job-costing system with two direct-cost categories 
(direct materials and direct manufacturing labor) and one manufacturing overhead cost pool. 
Hawaii allocates manufacturing overhead costs using machine-hours. Manufacturing 
overhead is allocated using a budgeted rate that is set every December (which is called 
normal costing system). In December 2017, Hawaii budgets 2018 manufacturing overhead 
costs to be $420,000 and 2018 machine-hours to be 80,000.  
 During January 2018, the job-cost record for job # 7 contained the following 
information:  
 Direct materials used   $300 
 Direct manufacturing labor costs $100 
 Machine-hours       60  
 
Required: Compute the cost of job # 7. 
 
 
Q. 2 Pyramid Products uses a job order cost system. The following transactions occurred 
during the current month:   

(a) Purchased raw materials costing $75,000 for cash. 
(b) Materials costing $60,000 were used as direct materials. 
(c) Time cards of direct workers indicate direct labor costs of $90,000 for the month. 
(d) Overhead is applied to jobs at a rate of 75% of direct labor cost. 
(e) Jobs with total accumulated costs of $148,000 were finished during the month. 
(f) Units costing $180,000 were sold during the month at sales prices totaling $360,000. 

All sales were on account. (The company uses perpetual inventory system.) 
(g) Actual overhead incurred at the end of the period were $60,000. 
(h) Compute the amount of under- or overallocation of manufacturing overhead and make 

a journal entry to dispose the under- or overapplied OH to cost of goods sold. 
 
Required:  

1. Prepare T-Accounts of “Work-in-Process Inventory” and “Manufacturing Overhead.”  
2. Compute the amount of under- or overallocation of Manufacturing Overhead and the 

ending balance of Cost of Goods Sold if the company disposes the under- or 
overapplied MOH to cost of goods sold. 
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Q.3 MOH Applied 

 
 
 
Q. 4 Compute unit product cost 

 
 
 
 

 
 

 


