
AC 202

 

 
 

AGEND

I. 
II. 
III. 
IV. 
V. 

VI. 
 

 

I.  DIF

II. OV

A. In

B. A 
de
th

2 BE Progra

DA 

Process C
Overview 
The conce
The weigh
The FIFO 
Compariso

FFERENC

ERVIEW O

n process c

separate d
epartment.
hat pass th

am 2016 

Costing and
of process

ept of equiv
hted-averag
method fo

on of weigh

CES BETW

OF PROCE

costing, co

departmen
. This repo
rough the 

CH

PROCE

d difference
s costing 
valent (who
ge method

or determin
hted-avera

WEEN JOB

ESS COST

sts are acc

ntal produc
ort provides
departmen

9-1

HAPTER 9

ESS COST

es betwee

ole) units f
d for determ
ning costs.
age and FI

B-ORDER A

 

TING 

cumulated

ction report
s the detai
nt. 

9 

TING 

n job-orde

for partially
mining cos

FO method

AND PROC

 in process

t is compile
ls of how c

r and proc

y complete
ts  

ds. 

CESS COS

sing depar

ed for each
costs are a

cess costin

ed units  

STING 

rtments. 

h processi
assigned to

g  

ng 
o units 

 



AC 202

 

 
 

C. C
1.
2.

 

 

D. C
1.
2.
 

III. THE
CO

In proc
through
Two th

1.
2.

Partiall
 

The tw

averag

2 BE Progra

Costs to be 
. Costs o
. Costs a

a. Co
b. Co

 Ma

     

Costs are ac
. Ending 
. Units tra

E CONCE
OMPLETED

cess costin
h the depa
ings must 
. The tota
. The tota
ly complete

For exa
to conve

wo common

ge method 

am 2016 

accounted
of the begin
added durin
osts of unit
osts added

aterials + L

               C

ccounted f
work in pro
ansferred o

PT OF EQ
D UNITS  

g, each un
artment. 

be known 
al cost. 
al number 
ed units ar

ample, 200 
ersion cos

Equivalen
units

n methods 

and the FI

d for in eac
nning work
ng the peri
s transferr
 in the dep

Labor + Ov

Conversion

for by assig
ocess inve
out to the n

QUIVALEN

nit is assign

to comput

of units pro
re converte
units in en

ts. 
nt Num = com

= 200 ×

of comput

FO metho

9-2

ch process
k in process
od. 

red in from
partment its

verhead 

n Costs 

gning them
entory in th
next depar

T (WHOLE

ned the av

te the aver

ocessed.
ed to equiv
nding inven

ber of part
mpleted un

× 25% = 5

ting averag

od.  

sing depart
s inventory

 a precedin
self. 

m to: 
he departm
rtment (or t

E) UNITS F

verage cos

rage cost p

valent (who
ntory are 2

tially Pe × nits co

50 EUs

ge costs pe

tment cons
y in the dep

ng departm

ment. 
to finished 

FOR PART

t of units p

per unit in a

ole) units (E
25% compl

ercentage
ompletion

 

er unit are 

sist of: 
partment. 

ment. 

 goods). 

TIALLY 

processed 

a departme

EUs). 
lete with re

the weight

 

ent: 

espect 

ted-



AC 202 BE Program 2016 

 

 
 

9-3

IV. WEIGHTED-AVERAGE METHOD 

• The weighted-average method averages together the beginning work in process 
inventories with the units started during the current period. 

• For each category of cost in each processing department the following 
calculations are made: 

 

Equivalent Units Equivalent units
units of  = transferred  + in ending WIP

production out inventory
 

 
Units transferred out of the department 

are 100% complete with respect to 
the work done in the department. 

 

Cost of beginning Cost added+work in process inventory during the periodCost per  = equivalent unit Equivalent units of production
 

 

Cost of units Cost per Units =  × transferred out  equivalent unit transferred out  

 

EXAMPLE: Halsey Company makes small sailboats. During the most recent month, 
the following activity was recorded in the Hull Fabrication Department for conversion 
costs. 

 
Work in process, beginning (80% complete) ............... 15,000 units 
Units started into production ........................................ 180,000 units 
Units transferred to the next department ..................... 175,000 units 
Work in process, ending (30% complete) .................... 20,000 units 
  
Conversion Costs:   
Work in process, beginning ......................................... $24,000  
Conversion costs incurred during the month ............... $338,000  

 

Computation of equivalent units of production: 

Units transferred to the next department ..................... 175,000 EUs 
Work in process, ending ..............................................     EUs 
Equivalent units of production .....................................  EUs 
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Computation of cost per equivalent unit: 

Cost of beginning work in process inventory ............... $  24,000  
Costs added during the period ....................................  338,000  
Total cost (a) ............................................................... $362,000  
  
Equivalent units of production (b) ................................  EUs 
  
Cost per equivalent unit (a) ÷ (b) .................................  per EU 

 

Computation of cost of units in ending work in process inventory: 

Equivalent units of production of units in ending work 
in process inventory ................................................. 6,000 EUs 

Cost per equivalent unit (see above) (b) ..................... $2 per EU 
Cost of units in ending work in process inventory (a) × 

(b) ............................................................................. $12,000  
 
Computation of cost of units transferred out: 

Units transferred to the next department (a) ................ 175,000 EUs 
Cost per equivalent unit (see above) (b) ..................... $2 per EU 
Cost of units transferred out (a) × (b) .......................... $350,000  

 
The above computations would be repeated for each classification of costs incurred 
in the production of the sailboats. 

 

The Cost Reconciliation Report: 

Costs to be accounted for: 

Cost of beginning work in process inventory ............... $24,000 
Costs added to production during the period ............... 338,000 
Total costs to be accounted for ................................... $362,000 

 
Costs accounted for as follows: 

Cost of ending work in process inventory .................... $12,000 
Cost of units transferred out ........................................ 350,000 
Total cost accounted for .............................................. $362,000 
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V. FIFO METHOD 

• The FIFO method separates the costs of beginning inventory from the costs 
incurred during the current period. (The weighted-average method combines 
them.) 

• FIFO assumes the beginning inventory is completed before any new units are 
started. 

 

Equivalent Equivalent units Units started Equivalent units
units of  = to complete beginning + and completed + in ending 

production  WIP inventory during the period WIP inventory
 

Units in beginning inventory ×  
(100% − Percentage completion of beginning WIP inventory) 

 

Cost added during the periodCost per  = equivalent unit Equivalent units of production
 

 

Cost of units Cost in Cost to complete Cost of units started
transferred  = beginning WIP+ units in beginning  + and completed

out inventory WIP inventory this period
 

Equivalent units to complete beginning WIP inventory × 
Cost per equivalent unit 

Units started and completed this period× 
Cost per equivalent unit 

 

Cost of units in Cost per Equivalent units in =  × ending WIP inventory equivalent unit ending WIP inventory  
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EXAMPLE: Halsey Company makes small sailboats. During the most recent month, 
the following activity was recorded in the Hull Fabrication Department for conversion 
costs. 

 
Work in process, beginning (80% complete) .......................  15,000 units 
Units started into production ................................................  180,000 units 
Units transferred to the next department .............................  175,000 units 
Work in process, ending (30% complete) ............................  20,000 units 
  
Conversion Costs:   
Work in process, beginning .................................................  $24,000  
Conversion costs incurred during the month .......................  $338,000  

 

● Computation of equivalent units of production: 

To complete beginning work in process inventory (15,000 
units × 20% complete) .....................................................  3,000 EUs 

Units started and completed during the period (180,000 
units started − 20,000 units in ending inventory) ..............  160,000 EUs 

Work in process, ending (20,000 units × 30% complete) ....     6,000 EUs 
Equivalent units of production .............................................  169,000 EUs 

 

● Computation of cost per equivalent unit: 

Costs added during the period (a) ............................... $338,000  
Equivalent units of production (b) ................................ 169,000 EUs 
Cost per equivalent unit (a) ÷ (b) ................................. $2 per EU 
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FIFO METHOD (continued) 

Computation of cost of units in ending work in process inventory: 

Equivalent units of production of units in ending work in 
process inventory (see above) ..................................  6,000 EUs 

Cost per equivalent unit (see above) (b) ......................  $2 per EU 
Cost of units in ending work in process inventory (a) × (b)  $12,000  

 

Computation of cost of units transferred out: 

Cost in beginning work in process inventory ................  $24,000  
   
Cost to complete the units in beginning work in process 

inventory:   
Equivalent units of production required to complete the units 

in beginning work in process inventory (see above) (a)  3,000 EUs 
Cost per equivalent unit (see above) (b) ...................  $2 per EU 
Cost to complete the units in beginning inventory (a) × (b)  $6,000  

   
Cost of units started and completed this period:   

Units started and completed this period (see above) (a)  160,000 EUs 
Cost per equivalent unit (see above) (b) ...................  $2 per EU 
Cost of units started and completed this period (a) × (b)  $320,000  

   
Total cost of units transferred out ($24,000 + $6,000 + $320,000)  $350,000  

 

Note: The costs of ending inventory and of the units transferred to the next 
department are the same in this example under the weighted-average and FIFO 
methods. Therefore, the FIFO method cost reconciliation would look the same as 
the cost reconciliation shown for the weighted-average method. This will not be 
true in most cases. 
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VI. COMPARISON OF EQUIVALENT UNITS 

 

Beginning Work 
in Process: 
  15,000 Units 
  80% Complete 

Started and
Completed:
   160,000 Units

Ending Work 
in Process: 
  20,000 Units 
  30% Complete 

Weighted-Average Method

180,000 Units Started

Units transferred to next department:
Work in process, ending:
    20,000 units x 30% 
Equivalent units of production

175,000

  6,000
181,000

FIFO Method 

Work in process, beginning:
    15,000 units x (100% - 80%)
Units started and completed:
Work in process, ending:
    20,000 units x 30% 
Equivalent units of production

3,000
160,000

  6,000
169,000

Beginning Work 
in Process: 
  15,000 Units 
  80% Complete 

Started and
Completed:
   160,000 Units

Ending Work 
in Process: 
  20,000 Units 
  30% Complete 

180,000 Units Started 

 


