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CHAPTER 2

A Further Look at Financial Statements

Learning Objectives

1. Identify the sectsans of & classifed balance sheet

2. LUse rabios to evaluabe a company’s proftability, liguidity, and solvency
3. Dicturss fnandial reporting concepls.

Summary of Questions by Learning Objectives and Bloom's Taxonomy
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The false inferior overload™ the amount by which the overload applied to the works using the predetermined airrate exceeds the overload incurred during a period. The Journal entry to record the purchase of A" materials: Debit Raw Materials inventory $198,000; Credit accounts payable $198,000. f.Transferred cost of completed works to finished
goods, $56,800. D.Cost of goods sold for labor 306. Therefore, the overhead application rate of the company A": 200% a company has a general application rate of 125% of direct labor costs. Finished goods are estimated to have $12 of the direct cost of materials per unit and $9 of the direct labor cost per unit. Cash paid for the Payroll factory,
$50,000. False The cost of overloading a job during an A period is recorded with a credit for factory overload and a debt to: work in process inventory against an accounting system general, an accounting system costs for a company of production puts an emphasis on: Continuous updating of material costs, ongoing work and inventory of finished

goods When materials are used as indirect materials, their cost is charged to the account at the top of the factory. April 30 May 31 A A A Inventories AA A A raw materials $43,000 Ae A and the information for May A A Purchasing raw materials (paid for with cash) 210,000 A A A¢ AA¢ A¢ A
AAAan¢ A¢ AAAA¢¢ AAAAAAAAAAGe AAA¢ecece AAcee AAAA¢ A¢ AAAAAAAAAAAAAAAAAAG labor80,000 indirect AAiThe The following amounts for the month of May use T-accounts. Jobs are marked at 20% above cost to determine the selling price. 625.400 265.000 DLA®© used 652.800 Cost of goods sold 0 FG - 31 May 35.600 factory factory
Indirect Materials 15,000 Sales $1,400,000 Indirect Work 80,000 Cost of Goods Sold 652,800 Other General Costs 120,000 Gross Profit $747,200 185,500 Overhead Applied Underapplied OH 29,500 3. Works 102 and 103 were completed in

June, while Work 104 is expected to be completed in July. Cost of calculating goods sold for the year (assume the absence of initial stocks and underused or overused overheads). b. (New version) a. The work was not completed by the end of the month, but required another $3,000 in direct materials and another $6,500 in direct labor to complete the
work in October. Prepare a declaration of production for April (use a single-line presentation for direct materials and show details of overhead). $50,000 A company'’s file of cost cards for work not yet completed equals the balance of the Finished Goods Inventory account. How much total cost is transferred to finished products in June? The company
incurred the following costs during 2013: direct material costs, $650,000; direct labour costs, $3,000,000; and applied general factory costs, $1.8 million. Total Cost of Inventory Finished Goods$490,000 Less: Direct Materials250,000 Direct Labour and General Factory Costs$240,000 Determine the Direct Labour Costs of Inventory and its General
Expenses Direct Labour$150,000 General Factory Costs90,000 4. Necessary: 1. 1. Job 306 is sold for $635,000 in cash in April. False A time ticket is a document of used by an employee to record the total number of hours worked and
serves as the source document for entries to record labor costs. If Job M-47 used $350 worth of materials and took 20 hours of work to complete, what A" the selling price that Be assigned to the process? During the period, the company supported these costs: direct materials, 535,000 dollars; Direct labor, $ 290,000; and common factory costs
applied, $ 362,500. 1.Derminate the rate of predetermined common costs. Indirect materials used in production, $ 19,200. During the month of September, Jaycee Corporation required $ 2.500 of direct materials and used $ 4,000 direct labor. Requests for temporal materials and tickets are source documents for industrial accounting. Sales (GIP)
Beginning Beginning GIP 0 Direct materials 535,000 Direct labor 290,000 Oha factory, applied 362.500 1.058.750 Cost of goods, Manuf. Purchases of materials (for credit), factory salaries (paid in cash) and actual general costs, including indirect materials and indirect labor. 4. The goods sold. * 5. Urbing. (Quantity is not relevant.) A, A, A, A, A, 2.
Prepare the accounting records for the month of April to record the transactions mentioned above. Assignment of direct materials, direct labor and common costs applied to the goods warehouse in progress. G. Jobposes sold in account for $ 82,000. Total cost of goods In stock Process $ 71,000 Less: Direct job20,000 less: factory general
expenses12.000 Direct materials $ 39,000 3. Actual production costs incurred for completed tasks during an accounting period can ignore stock accounts in the balance sheet and be Register directly at the costs. 6.Vreposition or sub-application of general expenses. TransactionGeneral JournaldEbitCredit a.raw Materials Inventory90,000 Accounts
Pay90,000 B (1) .Work in Process Inventory36,500 Raw Materials Inventory36,500 B (2) .Factory Overhead19,200 Raw Materials Inventory19,200 C.Work in Process Inventory38, 000 factory overhead12,000 cash50,000 d.Factory overhead 1,475 000,28itneilc 000,28itneilc AtilibatnoC.)Z(g 008, 65itinif ittodorp oiratnevnl 008,65itudnev ittodorp ied
otsoC.)1(g 008,65enoizaroval ni ittodorp oiratnevnl 008,65itinif ittodorp oiratnevnl.f 005,74acirbbaf ilareneg esepS 005,74enoizaroval ni ittodorp oiratnevnl.e & Cost accounting information is useful to management for pricing decisions but has no effect on cost control. Allocation of any under-applied or over-applied common costs to the Cost of Goods
Sold account. Minstrel claimed a factory payroll of $150,000, paid in cash, of which $40,000 was indirect labor. The jobs had a cost of $56,800. 2.Cost of direct labor used. The cost sheet for an OdL still in progress shows the direct cost of the material of $2,000 and the direct cost of labor of $800. Prepare summary accounting entries to record the
AAAAAAAAAAAAAAAAAAAAA

following transactions and events from aA” gA™ for a company in the first month of operation. True The cost of goods produced program for a process costing system includes the actual total cost at the factory. Lavoro 102Lavoro 103Lavoro 104 AAAAAAAAAAAAAAAAAAAAAAAAAAAA
"AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA It went into production in May and the following costs were attributed to May: direct materials, $6,000; direct labour, $1,800; and common costs, $900. Actual common
costs incurred, including indirect materials. Following are the costs of the three jobs that were worked on in April. allocates overhead to production on the basis of direct labour costs. The overhead expenses incurred in April are as follows: Indirect Materials, $50,000; Indirect Labor, $23,000; Factory Rent, $32,000; Factory Utilities, $19,000; The
Company applies overhead expenses at the end of each month at a rate of 200% of the direct cost of labor incurred. (Previous Version) a. General Transaction Accounting Entry Credit to (1) Matters warehouse 500,000 Accounts payable 500,000 a(2) Payroll factory 363,000 Cash 363,000 a(3) General factory expenses 50,000 Raw materialsA
warehouse 50,000 a(4) General factory expenses 23,000 23,000 %03 led ossat la oser la otangessa otats “A de ,00,8 $ rep itudnev ,atterid arepodonam id 00,3 $ e itterid ilairetam id 05,2 $ otazzilitu ah 2Z ottodorp id Atinu'nu eS 000.52 $ .itteridni onare 000.03 $ iuc id 000.591 $ id enoizudorp al rep isseme ilairetam I ;otiderc a emirp eiretam id
000.891 $ otatsiuqca ah lertsniM id esem nu etnaruD .onguig a etnematteridni atazzilitu eneiv emirp eiretam anusseN .erbmettes 52 li etneilc nu ad otanidro otats “A B3A oroval 1I .2 ).elairetam “A non otropmi'L( .itazzilitu itterid ilairetam id tsoC .1 A .oizivres id eserpmi ella non e ereiruttafinam eserpmi ella olos elibacilppa “A oroval led oslaf oroval
led otsoc 1I .itinif ittodorp ied aidraugnava'lla 703 e 603 iroval id refsnarT.G ).itnatnoc ni itagap onos eznetu el e acirbbaf alled ottiffa'L( .C .atazzilanosrep enoizudorp :emoc aton ehcna “A oroval enidro'lled enoizudorp al etudnev icrem elled otsoc li e itinif ittodorp ied oiratnevni ,ossecorp led oiratnevni nu ni eraroval. :a olodnaiznats otitlams eresse
ebbervod ,elairetam “A daehrevo daehrevo ociraccarvos eS eslaF .oroval enidro'lled itsoc id ametsis nu ebberezzilitu etnemlamron etazzidradnats Atinu id otavele oremun nu ecudorp ehc adneiza'nu eslaF .000.09 $ ,otnoc ni itatsiuqca ilairetaM .A .oroval led otterid otsoc lus otasab otanimretederp ossat nu noc itacilppa onos ilareneg itsoc I .6 000.5
atset al arpos ¢AyrotcaF f 000.536 etidnev 000.536 itnatnoc e 005.123 oiratnevni itinifir ittodorp 005.123 etudnev icrem ¢AtsoC d 005.828 ossecorp id oiratnevni ni icrem 005.828 oiratnevni icrem ¢ 000.071 oiratnevni acirbbaf 000.071 oiratnevnl ossecorp id esaf ni icrem )3( B 000.043 lloryaP AyrotcaF 000.043 YRATNEcnI .B 000.554 oiratnevni
ilairetaM 000.554 A OTATNETNA ETNETNA AIPMARTNA ecreM )1( B 000.15 erutazzerttA ¢AyrotcaF-noitazzerpeD noitalumuccA 000.15 000.15 ad emutsoC ¢AyrotcaF )7( A 000.91 itnatnoc ni 000.91 otla'llaD acirbbaF )6( A 000.23 itnatnoc ni 000.23 ¢AhsidepS )5( A 000.32 Direct labor costs, how much a gross profit was realized by this sale? Which
diary entry should be of Andrew to account for direct materials used in March: the course of debt in progress $141,000; credit Raw Materials Inventory $141,000. The company established the predetermined overhead rate using the following predictions: estimated direct labor cost, $300,000, and estimated factory overhead, $375,000. Materials are
assigned to each job according to actual cost. Direct materials used in production. d.Indirect labor paid and assigned to Factory Overhead. CIOLINOA ACOMPANY ManufacturingA AStatement ForA AMonthA AEndedA AAprilA A30 DirectA AmaterialsA Aused $455,000 DirectA AlaborA Aused 340,000 FactoryA Aoverhead IndirectA Amaterials 50,000
IndirectA Alabor 23,000 FactoryA Arent 32,000 FactoryA Autilities 19,000 DepreciationA AofA Aequipment 51,000 TotalA AfactoryA Aoverhead 175,000 TotalA AmanufacturingA Acosts 970,000 Add:A AGoodsA AinA AprocessA AMarchA A31 121,000 TotalA AcostA AofA AgoodsA AinA Aprocess 1,091,000 Less:A AGoodsA AinA AprocessA AAprilA A30
(257,500) Less:A AUnderappliedA Aoverhead (5,000) CostA AofA AgoodsA Amanufactured $828,500 (New Version) Prepare a schedule of cost of goods manufactured. The Dina Corp. Jobs 103 and 104 are started in June. Copy Center pays an average wage of $12 per hour to employees for printing and copying jobs, and allocates $18 of overhead for
each employee hour worked. Job DirectA AMaterials DirectA ALabor AppliedA AOverhead TotalA ACost CostA ATransferredA AtoA AFinishedA AGoods 102 $15,000 $8,000 $4,000 $27,000 $27,000 103 33,000 14,200 7,100 54,300 54,300 104 27,000 21,000 10,500 58,500 0 Total $75,000 $43,200 $21,600 $139,800 $81,300
2. Sales$635,000 Less: Cost of goods sold(326,500) Gross profit$308,500 4.2 Show how to present the inventories on the April 30 balance sheet. Minstrel Manufacturing uses a job order costing system. The predetermined overhead rate is 50% of direct labor cost. The journal entry to record
the application of factory overhead to production WIP warehouse charge $ 165,000; Credit Factory Overhead $ 165,000. True Job Order productlon systems would be appropriate for companies that produce personalized houses, specialized equipment and special computer systems. 14500 Andrew Industries bought 165,000 dollars of raw materials
accounting for the month of March. Purchases of materials (on credit). Assuming that the freight warehouse account for the year 2013 A€ A4€ 4 € 4 € ™ 1,000 dollars for the year 2013 Tilled $ 20,000 of direct labor costs, determine the direct costs of the materials A ™ inventory. The factory manager determines that the warehouse of goods in
progress includes a direct cost of 10 dollar materials per unit and a direct cost of 7 dollar workforce per unit. 1. The actual rates of predetermined general expenses are calculated at the end of the accounting period once the actual amount of the factory general expenses is now known. Complete the following table to calculate the cost of raw
materials required and the direct cost of labor supported in June for each of the three works. A, A, was finished April 30 (sold) &, finished (not sold) in progress 5. 3. C.Manodopera direct paid and assigned to Work in Process Inventory. Determine the amount of common costs to be allocated to the inventory of finished products if there are $ 20,000 of
the total total cost of labor in the ODL in the inventory of finished products. Direct materials used in production, $ 36.500. The cost accounting systems used by production companies are based on: permanent inventory system. How many general expenses would be allocated to a job if it requires a total workforce of 20,000 dollars? 7. C. Trading of
work 306 and 307 to the inventory of finished goods. j. Determine the rate of general expenses & € ™ Societa isu isu aruttafinaM atudnev ecrem id otsoC a 005,2$ li iduihC :ebbervod ylpmiS ,inoizamrofni etseuq id esab alluS .arepodonam alled itterid itsoc ia esab ni acirbbaf alled ilareneg eseps el acilppa ynapmoC esirnusS .irallod 000.081 a atamits
atterid arepodonam al e irallod 000.054 a onatnomma aseM id etamits ilatot ilareneg eseps el. 2&1 AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA 3102 onna'l Cost system of the work order. 1140 inventory of finished products is $ 190,000. True because a predetermined air rate is set up before a period is started, this
rate is revised many times during the period to compensate for previously imprecise estimates. A, * Do not consider any lower or superimposed overload. DESCHAMPS Beni from the end of the company in the process inventory account consists of 5,000 partially completed product units and its inventory account of finished products is composed of
12,000 product units. Ending GIP 128.750 Finished goods (FG) Start FG 0 costA ¢ costA ¢ Goods Manuf. The total production costs added during the period are: $ 440,000 a document of origin that manufacturing managers use to request materials for production and that is used to assign material costs to specific jobs or in general is to:
REQUREZIONE of materials in a work order cost system, indirect labor costs are charged to the factory overhead account. I.Revenue from the sale of Job 306. False work order production systems would be appropriate for companies that produce compact discs or disposable cameras. It has applied overload to the work during the period as follows:
The application of overload has led to a credit balance of $ 5,600 in the factory overhead account and this quantity is not material. False a company that uses a cost accounting system normally has only two inventory accounts: inventory of finished products and works in a process inventory. Minstrel uses a predetermined aerial rate of 150% of direct
working charge. Materials RawA ¢ (RM) Freight in Process (GIP) RMA, -A, April 30 43,000 GIPA, APRIL'S 30 10.200 RMHQ'Chisks 210,000 DMA, used 186,000 156,000 indirect materials DLA, used 265.000 186,000 DMA, used, applied 625,400 cost. What predetermined air rate is used for work 102? What is the balance in the work during the
process at the end of September compared to Job A3B? Of th1s total $ 38, 000 38 000 005,938 $ 1latot 1ratnevnI 000.705itinif ilocitrA 005.752ssecorP ni 1creM 000.57 $ emirp eiretaM

A000, 022000 531slairetam otterid A A A A A A elirpa id esem len A000,9000,01daehrevo dellppA AAAAAA000,81000, 02robal otterid AAAAAAAAQ000,53 $ atsoc 000.92 §$ itterid A A A A A ilairetam 13 ozram us A A idlaS 803 bo]703 boJ603 oroval A A .elirpa rep odrol ottiforp li atupmoC 1. 4 1tter1dm ilairetam 000.31 $ e itterid 11a1retam 000.141

$ itats onos esem li etnarud iroval i eratelpmoc rep itazzilitu ilairetam ie ,000.22 $ id are elaizini emirp eiretam elled oiratnevni id odlas 1I .eroirefni ociraccarvos :“A iroval ia otacilppa ociraccarvos li arepus odoirep nu etnarud otunetsos ociraccarvos li iuc noc otropmi'L oroval li :)N( anu onatneserppar otazzilanosrep ottodorp nu rep enoizudorp id
Ativitta eL. 00085 .oroval led atidnev allen gnitekram id otnemitrapid lad itunetsos itsoc i :ennart itnemele itneuges ied onucsaic us inoizamrofni artsom oroval led otsoc id oilgof nU .proc asem 06,1 $ .oroval led otterid otsoc lus itasab itinif icrem id iratnevni e issecorp ni ineb ious ia acirbbaf alled ociraccarvos li acolla Ateicos al. .000.363 $ “A elirpa
ni acirbbaf id agap orbil led otsoc li e ,000.005 $ onos elirpa ni emirp eiretam id itsiuqca ilG .otteridni oroval li rep “A 000.21 $ e otterid oroval li reP oiggam oiggam 13 -MR .4 %05 = 000.8 $ / 000.4 $ ossaT daehrevo = robal ¢AtceriD ,otamits / sdaehrevo itsoC" atamits amitS atavelearpos affiraT = :erotanimoneD li ilgecS / :erotaremun li ereilgecS
atavelearpos affiraT .006,5 $ otudnev ah icrem elled otiderc led otsoc 1I ;006.5 $ id atset al arpos otibed id acirbbaf :"A oudiser acirbbaf alled onretni oirbiliuge otseuq eritlams rep ossergni'L .itacirbbaf ineb id tsoC. .3 .9 gnidne owt eHT Fo tsoc lattomoc.2% 521 = 000,003 $ / 000,.E573 $ etarreridge &.detamsea
d.ehrevo's é.detampenéd é Daehrevo =: Rotanimoneda &.esoohc /: Rotareméa A.esohohq eht rewsna, noittnevni sssoc daecorp ni tnuocca ylet YRABIDNOC REGDEL YRAIDISMUS A PU SBOJE SBO]J Dehsinifnu Rof Steehs TSOC Fole EHT ESLAF .8, Dedulcni's Dedulcni I.TocA 03A Atacerid 000,554 000,001 000,022 000,531 Slairetama 4.R121 $ 0 $
000,26 $ 000,91 000,01 Daehrevo's a.Deilppa 000,83 000, 81 000,02 Robala x $ 000,46 $ 000,03 $ 000,92 $ Slairetama a.boj 603A A.Boj .Meb .Metsys Gnitnuocca TSOc Redro The Bomb of DNA Stcudorp Ytiruces Redro-Laicmoc Epha-Kcol Rof Elbaliava Saw Daehrevo St Taht Dnuof Ynapmoc Ylphis, DNE-Raey Tnerruc Eht Ta Eslaf .metsys Gnitsoc
Redro Redro Sesu Gnutcafuna Ehsnim Eurt SDOOP FOOS, .Cni, Sleeh Was TSO EHT, Enuj Fo Dne Eht Fo SA .TSOC Robal T1rid F% 521 FE Etar Eht taehrevo Deilppa.Foc ROBAL A.FOA A.TCanceridni 000,08 A.gf 000,.gf 000,.gf 000.543 A.rotcaf ) GF (A A é.Sdooga A.dehsinif lloryapa € "12 13 Yam - pig "Cost per unit" answers to 2 decimal places.)
GoodsA AinA AProcess FinishedA AGoods CostA AperA Aunit Units Amount CostA AperA Aunit Units Amount DirectA Amaterials $10.00 5,000 $50,000 $12.00 12,000 $144,000 DirectA Alabor $7.00 5,000 35,000 $9.00 12,000 108,000 OverheadA Aapplied $8.75 5,000 43,750 $11.25 12,000 135,000 $25.75 $128,750 $32.25 $387,000 3. False The Work
in Process Inventory account of a manufacturing company that uses an overhead rate based on direct labor cost has a $4,400 debit balance after all posting is completed. (Factory rent and utilities are paid in cash.) b. 1,058,750 671,750 CostA AofA AgoodsA Asold Ending FG 387,000
Questions 5-8 [The following information applies to the questions displayed below.] Ciolino Co.¢AAAs March 31 inventory of raw materials is $80,000. d.Paid cash for other actual overhead costs, $11,475. OverheadA ARate ChooseA ANumerator: / ChooseA ADenominator: = OverheadA ARate TotalA AoverheadA Acosts /

TotalA AdirectA AlaborA Acosts = OverheadA Arate $1,800,000 / $3,000,000 = 60% 2. e.Revenue from the sale of Job 306. DirectA AMaterials Job May June Total 102 $6,000 $9,000 $15,000 103 0 33,000 33,000 104 0 27,000 27,000 Total $6,000 $69,000 $75,000 DirectA ALabor Job May June Total 102 $1,800 $6,200 $8,000 103 0 14,200 14,200 104
021,000 21,000 Total $1,800 $41,400 $43,200 3. Determine the total of each production cost incurred for April (direct labor, direct materials, and applied overhead), and the total cost assigned to each job (including the balances from March 31). If overhead applied to these goods is $72,000, and the overhead rate is 120% of direct labor, how much

direct materials cost was incurred in producing the inventory? (Assume this company¢AAAs predetermined overhead rate did not change across these months). months).
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