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Business Administration Discipline



LECTURE 11: An Introduction to Costing and Cost Behaviour

Suggested Solutions
1.

	(a)
	(i)
	Direct materials used
	$818,000 

	
	
	
	

	
	(ii)
	Beginning Materials inventory
	$64,500 

	
	
	Add:  materials purchased
	$818,000 

	
	
	Cost of materials available for use
	$882,500 

	
	
	Less: Ending Materials inventory
	$42,600 

	
	
	Direct materials used
	$839,900 

	
	
	
	

	
	(iii)
	Direct labour paid
	$425,650 

	
	
	
	

	
	(iv)
	Dirct labour costs assigned to units being manufactured
	$493,125 

	
	
	
	

	
	(v)
	Direct labour costs assigned to production
	$493,125 

	
	
	Less: Direct labour paid
	$425,650 

	
	
	Direct wages payable at year end
	$67,475 

	
	
	
	

	
	(vi)
	Direct materials used
	$839,900 

	
	
	Direct labour costs assigned to units being manufactured
	$493,125 

	
	
	Manufacturing overhead applied to production
	$1,056,000 

	
	
	Total manufacturing cots debited to the Work-in-process inventory account
	$2,389,025 

	
	
	
	

	
	(vii)
	Beginning Work-in-process inventory
	$29,870 

	
	
	Total manufacturing costs debited to the Work-in-process inventory account
	$2,389,025 

	
	
	Total cost of goods in process during the year
	$2,418,895 

	
	
	Less: Ending Work-in-process inventory
	$27,650 

	
	
	Cost of Finished goods manufactured
	$2,391,245 

	
	
	
	

	
	(viii)
	Beginning Finished goods inventory
	$109,870 

	
	
	Add: Cost of Finished goods inventory
	$2,391,245 

	
	
	Cost of goods available for sale
	$2,501,115 

	
	
	Less: Cost of goods sold
	$2,370,000 

	
	
	Ending Finished goods inventory
	$131,115 

	
	
	
	


	(b)
	Disney Garments Factory

	
	Schedule of the Cost of Finished Goods Manufactured

	
	for the year ended 31 December 2004

	
	
	$
	
	$

	
	Beginning Work-in-process inventory
	
	
	29,870 

	
	Manufacturing costs assigned to production:
	
	
	

	
	Direct materials used
	839,900 
	
	

	
	Direct labour assigned to production
	493,125 
	
	

	
	Manufacturing overhead costs
	1,056,000 
	
	

	
	Total manufacturing costs
	
	
	2,389,025 

	
	Total costs of goods in process during the year
	
	
	2,418,895 

	
	Less: Ending Work-in-process inventory
	
	
	27,650 

	
	Cost of Finished goods inventory
	
	
	2,391,245 

	
	
	
	
	


2.

	
	Grunda Toys

	
	Schedule of the Cost of Finished Goods Manufactured

	
	for the year ended 31 December 2004

	
	
	$
	
	$

	(a)
	Beginning Work-in-process inventory
	
	
	3,950 

	
	Manufacturing costs assigned to production:
	
	
	

	
	Direct materials used
	325,600 
	
	

	
	Direct labour assigned to production
	180,000
	
	

	
	Manufacturing overhead costs (258,000 + 30,000)
	288,000 
	
	

	
	Total manufacturing costs
	
	
	793,600 

	
	Total costs of goods in process during the year
	
	
	797,550 

	
	Less: Ending Work-in-process inventory
	
	
	5,550

	
	Cost of Finished goods inventory
	
	
	792,000 

	
	
	
	
	

	(b)
	Journal

	
	
	Dr ($)
	
	Cr ($)

	
	Materials inventory
	349,670 
	
	

	
	Creditors/Bank
	
	
	349,670 

	
	Purchase of direct materials
	
	
	

	
	
	
	
	

	
	Work-in-progress inventory
	325,600 
	
	

	
	Materials inventory
	
	
	325,600 

	
	Materials issued for production
	
	
	

	
	
	
	
	

	
	Work-in-progress inventory
	180,000 
	
	

	
	Direct labour
	
	
	180,000 

	
	Direct labour costs assigned to production
	
	
	

	
	
	
	
	

	
	Direct labour
	171,730 
	
	

	
	Bank
	
	
	171,730 

	
	Direct labour paid during the year
	
	
	

	
	
	
	
	

	
	Manufacturing overhead
	258,000 
	
	

	
	Bank/Creditor
	
	
	258,000 

	
	Manufacturing overhead incurred
	
	
	

	
	
	
	
	

	
	Manufacturing overhead
	30,000 
	
	

	
	Provision for depreciation - Plant
	
	
	30,000 

	
	Provision for depreciation on Plant
	
	
	

	
	
	
	
	

	
	Work-in-progress inventory
	288,000 
	
	

	
	Manufacturing overhead
	
	
	288,000 

	
	Manufacturing overhead applid for production
	
	
	

	
	
	
	
	

	
	Finished goods inventory
	
	
	

	
	Work-in-progress inventory
	
	
	

	
	Transfer of goods completed from production
	
	
	

	
	
	
	
	

	
	Cost of goods sold
	
	
	

	
	Finished goods inventory
	
	
	

	
	Transfer of cost of goods sold during the year
	
	
	

	
	
	
	
	

	( c)
	Cost of goods sold (62,100 units FIFO Basis)
	
	
	

	
	3,000 units from finished goods inventory at start
	
	
	39,000 

	
	59,100 units manufactured in 2004 @ $13/2 /unit
	
	
	780,120 

	
	Cost of goods sold
	
	
	819,120 

	
	
	
	
	

	(d)
	Inventory shown in Balance Sheet at 31 December 2004
	
	
	

	
	Materials
	
	
	

	
	Beginning inventory
	18,400 
	
	

	
	Add Purchases
	349,670 
	
	

	
	Total materials available during the year
	368,070 
	
	

	
	Less Materials used for production
	325,600 
	
	

	
	Ending inventory
	
	
	42,470 

	
	
	
	
	

	
	Work-in-progress
	
	
	5,550 

	
	
	
	
	

	
	Finished goods
	
	
	

	
	Beginning inventory
	39,000 
	
	

	
	Add Cost of goods manufactured
	792,000 
	
	

	
	Total cost of finished goods available for sale
	831,000 
	
	

	
	Less Cost of goods sold
	819,120 
	
	

	
	Ending inventory
	
	
	11,880 

	
	Total
	
	
	59,900 

	
	
	
	
	


3.

	(a)
	Stephanie

	
	Schedule of the Cost of Finished Goods Manufactured

	
	for the year ended 31 March 2005

	
	
	$
	
	$

	
	Manufacturing costs assigned to production
	
	
	

	
	Direct materials used (191,342 - 46,070)
	
	
	145,272 

	
	Direct labour
	
	
	113,078 

	
	Manufacturing overhead
	
	
	172,107

	
	Total manufacturing costs
	
	
	430,457 

	
	Less: Ending Work in process inventory
	
	
	27,457 

	
	Cost of Finished Goods Manufactured
	
	
	403,000 

	
	
	
	
	

	(b)
	Cost of finished goods manufactured
	
	
	403,000 

	
	Number of units manufactured (10,000 sold + 3,000 ending inventory)
	
	13,000 

	
	Average cost per unit manufactured
	
	
	31 

	
	
	
	
	

	( c)
	Stephanie

	
	Income Statement for the year ended 31 March 2005

	
	
	$
	
	$

	
	Net sales
	
	
	610,653 

	
	Less Cost of goods sold
	
	
	

	
	Cost of finished goods manufactured
	403,000 
	
	

	
	Less Ending finished goods inventory
	93,000 
	
	310,000 

	
	Gross profit
	
	
	300,653 

	
	Less Expenses
	
	
	

	
	Selling expenses
	70,530 
	
	

	
	Administrative expenses
	131,650 
	
	202,180 

	
	Net profit
	
	
	98,473 

	
	
	
	
	


4.

	
	Fixed costs
	Variable costs
	Semi-variable costs

	Salaries of security guards in factory building who have to work overtime with pay.
	
	
	(

	Depreciation on raw materials warehouse.
	(
	
	

	Electricity used in factory operations.
	
	(
	

	Wages of assembly-line workers (piece-work)
	
	(
	

	Salary of factory manager
	(
	
	

	Property tax on the factory building
	(
	
	

	Income tax on a profitable manufacturing operation
	
	(
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