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UJIAN AKHIR SEMESTER GASAL 2013/2014 
AKUNTANSI BIAYA (COST ACCOUNTING) 

Tim Dosen Paralel 
180 menit 

Guidance:  
1. This is a closed book examination.  
2. Students are allowed to use calculator, but not the calculator which is embedded in any mobile/smart 

phone. All Gadgets are prohibited. 
3. Students are advised to allocate the time wisely based on the proportion of each question. 

 

QUESTION  1: PROCESS COSTING WITH SPOILAGE (20%) 
 
The good management of spoilage, scrap and rework is very important to be done in an era where 
companies are required to always take care of the interests of business and the environment. 
You are required to explain the things that need to be done by a manager nowadays so that the 
interests of business and the environment can be maintained. 
  
Explain : 
a. What is the so-called a good management of scrap, spoilage and rework ? (hint : you are 

required also to explain the difference between normal and abnormal spoilage management)  
( 5 % ). 

b. Conventional management accounting systems that exist today do not easily provide 
information regarding the calculation of the environmental cost so that the business and 
environment can be maintained. Explain ( 5 % ). 

c. What are the things that need to be modified in the conventional management accounting 
systems that exist today so that information regarding the calculation of environmental costs 
can be harmonized with the calculation of the cost of scrap , spoilage and rework so that the 
information could be easily provided and available ( 5 % ) . 

d. You are faced with production processes that result in significant scrap value. Describe the 
things that need to be done by the company in order to manage scrap so that production 
efficiency can be achieved? ( 5 % ) . 

 
QUESTION 2:  JOINT COST (20%) 
 
Morgan Industries is a manufacturer of chemicals for various  purposes. One operation produces 

XXL, a chemical used in swimming pools; YYL, a chemical used in pesticides; and ZZL, a by product 

that is sold to fertilizer manufacturers. The company uses net realizable value method  to allocate 

joint costs. The by product is inventoried at its market value less its disposal cost, and this value 

DEPARTEMEN AKUNTANSI 
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is used to reduce the joint product cost before allocation to the main products. Data are 

presented below. During the period, the total joint costs are $ 3,404,000. 

 XXL YYL ZZL 

Sales in gallons 1,300,000 650,000 300,000 

Production in gallons 1,400,000 700,000 340,000 

Sales value per gallon at split off   $ 1.4 

Additional processing cost from 
dept 1 

$ 1,200,000 $ 1,632,000  

Additional processing cost from 
dept 2 

$ 548,000   

Final sales value per gallon $ 4 $ 7  

Disposal cost   $0.10 

 

Required 

1. Determine the allocation of joint cost for the period. 
2. Compute the cost assigned to the finished goods inventories for XXL, YYL, and ZZL. 
3. The company has an opportunity to sell YYL at the split off point for $3.8 per gallon. Give 

your argument whether the company should sell YYL at the split off point or continue to 
process this product further. 

 

QUESTION  3: SUPPORT DEPARTMENT COST ALLOCATION (20%) 

Smallville provides tax and accounting services to small and medium size companies. Smallville 

has two support departments – Administrative Services (AS) and Information System (IS), and 

two operating departments – Tax Services (TS) and Accounting Services (AS).  For the last 

quarter of 2013, Smallville cost records indicate the following: 

 

Required: 

1. Allocate two support departments` cost using the following method: 

a. Direct method 

b. Step down method  

c. Reciprocal (simultaneous) method 

AS IT TS AS

Overhead before allocation (in $)      1,200,000.00      4,800,000.00    17,512,000.00    24,904,000.00    48,416,000.00 

Support work supplied by AS 

(budgeted head count)                           -   20% 40% 40% 100%

Support work supplied by IT 

(budgeted computer hours) 25%                           -   25% 50% 100%

Total

SUPPORT OPERATING
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2. Supposed that during fourth quarter 2013, man-hours for providing tax and accounting 

services respectively are 16,000 and 20,000 man-hours.  Compute overhead allocation 

rate per man-hour for Tax Services (TS) and Accounting Services (AS) departments under 

direct method, step down method and reciprocal (simultaneous) method that you have 

already calculated based on requirement (1). Which method do you prefer? Comment 

your results. 

 
QUESTION 4: INVENTORY MANAGEMENT   (20%) 
 
A. The SA Furniture company produces a specialty wood furniture product, and has the 

following information available concerning its inventory items: 
 
 Relevant ordering costs per purchase order $20 
 Relevant carrying costs per year: 
 Required annual return on investment 10% 
 Required other carrying costs per year $1.50 
 Annual demand        12,000 packages per year.  
 Purchase price per package            $15 
 Purchase-order lead time               6 days 
Required: 

1. What is the economic order quantity? 
2. What is the reorder point? 
3. Assume that there is possibility of 0.2 that the demand during purchase-order lead time 

increase by 50 units. SA is considering to maintain safety stock of 20 units or 50 units to 
cover the increase in demand. If the stockout cost is $0.5 per unit, which level of safety 
stock that will cost SA lower? 

 
B. ABC Products manufactures microfilm cameras. For October, there were no beginning 

inventories of direct materials and no beginning or ending work in process. Conversion 
costs is the only indirect manufacturing cost category currently used.  
The data of November 2013are as follow: 

Conversion costs - December $120,000 

Direct materials purchased - December $300,000 

Units produced – December 70,000 units 

Units sold - December 60,000 units 

Selling price $50 each 

Required: 
Journalize entry(ies) that would occur if the only trigger point is the production of finished 
units 

 
C. Explain both qualitative and quantitative performance measures that can be applied to a 

company that adopt Just-in-Time! 
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QUESTION 5: ACTIVITY BASED COSTING  (20%) 

At Deutschland Electronics, product lines are charged for call center support costs based on sales 
revenue. Last year's summary of call center operations revealed the following:  
 

 Surveillance Products Specialty Products 
 Number of calls for information 1,000 4,000 
 Average call length for information 3 minutes 8 minutes 
 Number of calls for warranties 300 1,200 
 Average call length for warranties 7 minutes 15 minutes 
 Sales revenue $8,000,000 $5,000,000 
 
Deutschland Electronics currently allocates call center support costs using a rate of 0.5% of sales 
revenue.  
 
 
 
Required: 
a. Compute the amount of call center support costs allocated to each product line under the 

current system.  
b. Assume Deutschland decides to use the average call length for information to assign last 

year's support costs. Does this allocation method seem more appropriate than percentage of 
sales? Why or why not?  

c. Assume Deutschland decides to use the numbers of calls for information and for warranties 
to assign last year's support costs of $65,000. Compute the amount of call center support 
costs assigned to each product line under this revised ABC system. 

d. Deutschland Electronics assigns bonuses based on departmental profits. How might the 
Specialty Products manager try to obtain higher profits for next year if support costs are 
assigned based on the average call length for information?  

e. Discuss the barriers for implementing ABC for this call center.  

 

============  ALL IS WELL THAT ENDS WELL,  BEST WISHES !!  ============ 
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Question 1 – Process Costing With Spoilage 

a. One is said to have a good management of scrap, spoilage and rework when it can 

minimize the level of scrap, spoilage and rework during production, because rework can 

cause a substantial production delays and higher-than-normal levels of spoilage and scrap 

can have a significant negative effect on a company’s profit. A good management of 

spoilage highlights the difference between normal spoilage and abnormal spoilage. 

Normal spoilage is spoilage inherent in a particular production process, and is inevitable 

even under an efficient production. The cost of normal spoilage is included as a 

component of the cost of good units manufactured. Abnormal spoilage, on the other 

hand, is spoilage that is not inherent in a particular production process and would not 

arise under efficient operating conditions. Since, it coud have been avoided under 

efficient production, the cost of abnormal spoilage appears at the income statement as a 

separate item with COGS. 

b. The conventional management accounting techniques can distort and misrepresent 

environmental issues, leading to manager making decisions that are bad for businesses 

and bad for the environment. This due to the tendency to attribute many of the 

environmental cost to general overhead accouts with the result that they are hidden from 

management. Thus, management is often unaware of the extent of environmental costs 

and cannot identify opportunities for cost saving.  

c. This proposed accounting system will hopefuly make a better calculation of 

environmental cost.  

 Converts many environmental overhead costs into direct costs and allocates them 

to the product that responsible for its incurrence. It will hopefuly result in different 

pricing of products, which will result in a re-evaluation of the profit margin, 

phasing-out certain products that has to much environmental cost and finally lead 

to re-designing process or products in order to reduce environmental cost. 

 Taking into account the environmental costs when calculating the profitability 

indicators like Net Present Value (NPV), Payback Periods (PBP) and Internal Rate 

Ration (IRR).  

d. According to a survey, wasted materials are accounted to contribute 40%  to 90% of 

environmental costs. In order to reduce this scrap, management has to re-evaluate the 

making process of its product, then re-design a better way to produce the product.  
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Question 2 – Joint Cost (20%) 

1. Since the joint product cost to be allocated is to be reduced by the byproduct value, the 

joint product cost allocated is $ 3,404,000 – $(1.4 – 0.1) x 340,000 = $ 2,962,000 

 

 

 

 

 

2. Cost assigned to the finished goods inventories: 

XXL: $ 2.3931 x (1,400,000 – 1,300,000) = $ 239,300 

YYL: $ 4.27 x (700,000 – 650,000) = $ 213,500 

ZZL: $ 1.3 x (340,000 – 300,000) = $ 52,000 

3. Further processing YYL 

Incremental revenues 

 (700,000 x $ 7) – (700,000 x $3.8)   $2,240,000 

Deduct incremental processing cost   $1,632,000 

Increase in operating income from processing YYL $    608,000 

 

If the company sell YYL at the splitoff point, the company will lose $608,000 from its 

income statement. Thus, it is better for the company to continue processing YYL. 

 

 

 

 

 

 

 

 

 

 

 

Panel A: Allocation of Joint Costs Using Net Realizable Value Method XXL YYL Total

Final sales value of total production during accounting period 5,600,000        4,900,000        10,500,000        

Deduct separable costs 1,748,000        1,632,000        3,380,000          

Net realizable value at splitoff point 3,852,000        3,268,000        7,120,000          

Weighting 0.54                  0.46                  

Joint Cost Allocated 1,602,475        1,359,525        2,962,000          

Production Cost Per Gallon 2.393                4.274                

([1,602,475 + 1,748,000] / 1,400,000; [1,359,525 + 1,632,000] / 700,000)
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Question 3 – Support Department Cost Allocation 

1. A. Direct method -> This method allocates all support department’s cost to only 

operating departments. 

 

 

 

 

B. Step down method -> This method allocates support-department’s cost to other 

support department and to operating departments. With step down method, the 

department  wtih the most percentage of service allocated to other department is 

allocated first. In this case, IT Department provides 25% of its service to AS department, 

while the AS Department only provides 20% of its service to the IT Department. Thus, IT 

Department is allocated first 

 

 

 

 

 

D. Reciprocal method -> Allocates suppord-department’s cost to operating departments 

by fully recognizing the mutual services provided among all support department. With 

this method, one can simply use a linear equations.  

AS = 1.200.000 + 25/100 x IT (1) 

IT = 4.800.000 + 20/100 x AS (2) 

 Substitute the equation from (1) and (2) 

AS    = 1.200.000 + 0,25 ( 4.800.000 + 0,2 AS) 

   = 1.200.000 + 1.200.000 + 0,05 AS 

0,95 AS = 2.400.000  

AS   = 2.526.315,79 
  

 

IT  = 4.800.000 + 0,2 x 2.526.315,79 

IT  = 5.305.263,21 

 

AS IT TS AS

Overhead before allocation (in $) 1,200,000       4,800,000       17,512,000    24,904,000    48,416,000 

Allocation of AS (4/8, 4/8) (1,200,000)     600,000          600,000          -                

Allocation of IT (2.5/7.5, 5/7.5) , (4,800,000)     1,600,000       3,200,000       -                

Total budgeted overhead of operating 

deparments -                   -                   19,712,000    28,704,000    48,416,000 

Support Departments Operating Departments
Total

AS IT TS AS

Overhead before allocation (in $) 1,200,000       4,800,000       17,512,000    24,904,000    48,416,000 

Allocation of IT (1/4;1/4;1/2;) 1,200,000       (4,800,000)     1,200,000       2,400,000       -                

2,400,000       -                   

Allocation of AS (1/2;1/2) (2,400,000)     -                   1,200,000       1,200,000       -                

Total budgeted overhead of operating 

deparments -                   -                   19,912,000    28,504,000    48,416,000 

Support Departments Operating Departments
Total
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Allocate the complete reciprocated costs of each support department to all other departments 

(both support departments and operating departments) on the basis of the usage percentages 

 

 

 

 

 

 

 

 

 

2.  

 

 

 

  

I prefer the reciprocal method, since it is conceptually the most precise method. 

Reciprocal method considers the mutual service provided among all support departmets, 

furthermore, it highlights the complete reciprocated costs of support departments and 

how these costs differ from budgeted or actual costs of the department. With these 

informations on hand, one can make a decision about whether to outsource the support 

department or not. 

 

 

 

 

 

 

 

 

 

 

 

Support Department 

Cost-Allocation Method
Tax Services Accounting Services

Tax Services (16,000 

man-hours)

Accounting Services 

(20,000 man-hours)

Direct 19,712,000                   28,704,000                   1,232.00                        1,435.20                        

Step-down 19,672,000                   28,744,000                   1,229.50                        1,437.20                        

Reciprocal 19,848,842                   28,567,159                   1,240.55                        1,428.36                        

Total Budgeted Overhead Costs After 

Allocation of All Support-Department 

Budgeted Overhead Rate per Man-Hour 

for Product Costing Purposes

AS IT TS AS

Overhead before allocation (in $) 1,200,000          4,800,000       17,512,000    24,904,000    48,416,000     

Allocation of AS (2/10;2/10;4/10) (2,526,316)        505,263          1,010,526       1,010,526       -                    

Allocation of AS (1/4;1/4;1/2) 1,326,316          (5,305,263)     1,326,316       2,652,632       -                    

Total budgeted overhead of operating 

deparments -                      -                   19,848,842    28,567,158    48,416,000     

Support Departments Operating Departments
Total



  AB UAS 2014 

spa-feui.com 

Question 4 – Inventory Management (20%) 

A.  

1. Economic Order Quantity = (2DP/C)0.5 

     D = Annual demand = 12,000 

 P = Ordering cost = $20 

 C = Carrying cost = 10% x $15 + $1.5 = $3 

 EOD = (2 x 12,000 x 20 / 3)0.5 

          = 400 

 The SA Furniture Companay should order 400 packages in every order it made. 

       2.  Reorder point = Number of units sold per period time x Purchase lead time 

                          = 12,000 / 360 x 6 = 200 

       3.  

  

  

 

 

 

All the alternatives have the same total cost, thus, it is indifference for SA Furniture 

Company to have 0, 20, or 50 safety stock. 

 

B.  

 

 

 

 

 

 

C.  In order to measure the performance of Just In Time, one can use quantitative and 

qualitative measure. With quantitative measure, one can use financial ratio such as 

inventory turnover ratio, number of days of inventory, units produced per hour, 

manufacturing cycle time, etc to measure what the adoption of JIT has done in one’s 

company.  

 

 

 

 

Journal

Conversion Costs Control 120,000       

Various accounts 120,000       

Finished Goods Control 420,000       

Conversion Costs Allocated 120,000       

Accounts Payable Control 300,000       

Safety Stock 

Level in 

Units

Demand 

Levels 

Resulting in 

Stockouts

Stockout in 

Units

Probability 

of Stockout

Relevant 

Stockout 

Costs

Number of 

Order per 

Year 

(D/EOQ)

Expected 

Stockout Cost

Relevant 

Carrying 

Cost

Relevant 

Total Costs

(1) (2) (3) = (2)-(1) (4) (5) = (3) x $0.5 (6) (7) = (4) x (5) x (6) (8) = (1) x $3 (9) = (7) + (8)

0 50 50 0.2 25 30 150                           0 150                 

20 50 30 0.2 15 30 90                             60 150                 

50 50 0 0.2 0 30 -                            150 150                 
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Question 5 – Activity Based Costing 

a.  

 

 

b. The allocation method using the average call length for information seems more 

appropriate to adopt compared to the current system. It is more appropriate since 

average call length for information seems more like a cost driver than sales revenue is. 

The use of cost driver as the cost-allocation base will result in a more accurate cost 

allocation, although whether average call length for information is the cost driver for 

the indirect-cost pool or not need further evaluation.   

c.  

 

 

 

 

 

d. To obtain a higher profit, specialty products department must first reduce its cost, in this 

case, call center support costs. In order to reduce the cost, the department can evaluate 

what question do the customers usually ask that makes the average call length for 

information is 3 minutes. Now that department has the frequently asked question, the 

department can make a page on its website to answer the frequently asked question. 

Moreover, the department can print a clearer instruction on the product’s manual book. 

e. Activity-based costing (ABC) emphasizes that activities consume companies' resources 

and driver costs (rather than volume alone driving costs). As a result, the companies 

benefiting the most from ABC would be companies with a significant amount of overhead 

pertaining to a diversity of activities in providing goods (or services) to customers whose demands 

also vary. In other words, if one company has little overhead cost and manufactures almost 

identical products requiring similar attention for each product, the need for ABC probably 

isn't there, thus implementing ABC will only burden more on ABC’s measurement and 

implementation cost. 

 

Surveillance Products Specialty Products Total

Sales revenue 8,000,000                        5,000,000                 13,000,000        

Call center support cost

($8,000,000 ; $5,000,000) x 0.5% 40,000                              25,000                       65,000                

Surveillance Products Specialty Products Total

Number of calls for information 1,000                                4,000                          5000

Number of calls for waranties 300                                    1,200                          1500

Total number of calls 1,300                                5,200                          6500

Budgeted indirect cost rate = $65,000 / 6500 calls

= $10/call

Allocation of call center support cost

(1,300 calls ; 5,200 calls) x $10/call 13,000$                            52,000$                     65,000$              

http://www.accountingcoach.com/blog/activity-based-costing-2
http://www.accountingcoach.com/blog/what-is-a-cost-driver

