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Chapter 08 	Job-Order costing
Exercise 8-3 
The predetermined overhead rate is computed as follows:

	Estimated total manufacturing overhead	
	$134,000
	

	÷ Estimated total direct labor hours (DLHs)	
	   20,000
	DLHs

	= Predetermined overhead rate	
	     $6.70
	per DLH


Exercise 8-4 
1. Total direct labor-hours required for Job A-500:
	Direct labor cost (a)	
	$108

	Direct labor wage rate per hour (b)	
	   $12

	Total direct labor hours (a) ÷ (b)	
	     9


Total manufacturing cost assigned to Job A-500:
	Direct materials	
	$230

	Direct labor	
	   108

	Manufacturing overhead applied ($14 per DLH × 9 DLHs)	
	126

	Total manufacturing cost	
	$464


2. Unit product cost for Job A-500:
	Total manufacturing cost (a)	
	$464

	Number of units in the job (b)	
	   40

	Unit product cost (a) ÷ (b)	
	     $11.60



Exercise 8-6 
	Actual direct labor-hours	
	10,800

	× Predetermined overhead rate	
	   $23.40

	= Manufacturing overhead applied	
	$252,720



Exercise 8-7 
	1.
	Cost of Goods Manufactured
	
	

	
	Direct materials:
	
	

	
	Raw materials inventory, beginning	
	$12,000
	

	
	Add: Purchases of raw materials	
	 30,000
	

	
	Total raw materials available	
	42,000
	

	
	Deduct: Raw materials inventory, ending	
	 18,000
	

	
	Raw materials used in production	
	24,000
	

	
	Less indirect materials included in manufacturing overhead	
	   5,000
	$ 19,000

	
	Direct labor	
	
	58,000

	
	Manufacturing overhead applied to work in process inventory	
	
	   87,000

	
	Total manufacturing costs	
	
	164,000

	
	Add: Beginning work in process inventory	
	
	   56,000

	 
	
	
	220,000

	
	Deduct: Ending work in process inventory	
	
	   65,000

	
	Cost of goods manufactured	
	
	$155,000

	
	
	
	

	2.
	Cost of Goods Sold
	
	

	
	Finished goods inventory, beginning	
	$ 35,000
	

	
	Add: Cost of goods manufactured	
	 155,000
	

	
	Goods available for sale	
	190,000
	

	
	Deduct: Finished goods inventory, ending	
	   42,000
	

	
	Unadjusted cost of goods sold	
	148,000
	

	
	Add: Underapplied overhead	
	     4,000
	

	
	Adjusted cost of goods sold	
	$152,000
	


Exercise 8-9 
	1.
	Actual direct labor-hours	
	11,500  

	
	× Predetermined overhead rate	
	   $18.20 

	
	= Manufacturing overhead applied	
	$209,300 

	
	Less: Manufacturing overhead incurred	
	  215,000 

	
	
	$  (5,700)

	
	
	

	
	Manufacturing overhead underapplied	
	$5,700 



	2.	Because manufacturing overhead is underapplied, the cost of goods sold would increase by $5,700 and the gross margin would decrease by $5,700.
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