Topic A07: Job Costing                                                                          Student Worksheet p.6

BAFS Elective Part – Accounting Module – Cost Accounting
Topic A07: Job Costing
Activity 1 - Case Study: Wonder Moment Limited

Review company background.

	Wonder Moment Limited

Water (husband) and Man (wife) founded the Company two years ago.  The business is directly managed by them.  They have two assistants and a team of twenty part-time staff.
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	Wonder Moment Limited is an event and trade fair organiser.  They generate 70% of business from wedding parties and 20% from business events including business meetings, product shows, seminars and forums which are major income sources during the low season.  They are also engaged in other activities such as anniversaries, birthday parties, Christmas parties, etc.

Before they started the business, Water was a video producer while Man was a set designer.  They love the business very much as it allows them to share the happiness with every couple during the greatest moment of their lives.

The business operations rely heavily on part-time staff and the personal involvement of Water and Man.  They have to direct the program of every event.  As the business grows, they want to employ more full-time staff so that they can train their assistants as a producer and a set designer.  Then, they can spend more time concentrating on business development and customer service.  Increase the number of full-time staff also increases overhead costs. Due to strong competition, the Company cannot easily increase prices creating a business dilemma for the couple.



Activity 1: Is Job Costing suitable for Wonder Moment Limited?

	Man and Water are considering setting up a system to accurately calculate the profitability of each engagement. 

Their auditor has advised that Job Costing is the most suitable method for their business. Water feels that costing is designed primarily for large manufacturing companies and may not be appropriate for a small service company like Wonder Moment Limited 




Discussion Question 1:

List the reasons why the Job Costing method can adequately meet  the requirements of Wonder Moment Limited.

(Hints: Based on the business nature and the scale of operations.)

Discussion Question 2:

Are there any benefits to the Company from applying Job Costing?
(Hints: Based on the operation procedures.)

Is Job Costing suitable for Wonder Moment Limited?

(YES / NO)

Activity 2: Using job costing in a wedding party
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	Man wants to use Job Costing.  She is designing a job cost sheet and wants to apply to a wedding party.  Since she is not trained in accounting and costing, she is confused by the cost entries on the job cost sheet.



	Procedures for organising a wedding party are:
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Discussion Question 1:

What are the cost components?
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Discussion Question 2:

Give examples of cost components for organising a wedding party.

	Cost Components
	Examples

	1. 

	 


	
	 


	
	 


	2. 

	 


	
	 


	
	 


	3. 

	 


	
	 


	
	 


	4. 

	 


	
	 


	
	 


	
	


Activity 3: Prepare accounting entries for the wedding party
	Using the Job Cost Sheet, Man can quickly review the costs of each job. She can now easily calculate the profit thereby allowing her better control of the costs.  However, upon reviewing the job cost sheet, she is unfamiliar with how to record the data using correct accounting entries.  Can you help her complete this task?
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	Job Cost Sheet of a wedding party

JOB  COST  SHEET

JOB NO:

0808091

Date Started:

1/6/2008

CUSTOMER:

Karen & Tim Chan

Date Completed:

25/8/2008

DIRECT  MATERIALS

Date Received

Requisition No.

Item

Quantity

Unit Cost

Total Costs

25/7/2008

M0800301

Souvenirs

200 pcs.

                         8.50 

                  1,700.00 

25/7/2008

M0800352

Packing materials

10 packs

                       20.00 

                     200.00 

1/8/2008

M0800368

DVD

5 pcs.

                       20.00 

                     100.00 

2/8/2008

M0800369

Banner Up

2 pcs.

                       98.00 

                     196.00 

7/8/2008

M0800388

Decoration

1 lot

                     250.00 

                     250.00 

Total

                  2,446.00 

DIRECT  LABOUR

Period Covered

Time Sheet No.

Employee

 Hours 

 Hourly Rate 

 Total Costs 

Jun 08

0602

Man

4.00

                     200.00 

                     800.00 

Jun 08

0604

Mary

2.00

                       75.00 

                     150.00 

Jul 08

0701

Water

2.00

                     200.00 

                     400.00 

Jul 08

0703

Stephen

8.00

                       75.00 

                     600.00 

Jul 08

0704

Mary

2.00

                       75.00 

                     150.00 

Aug 08

0801

Water

6.00

                     200.00 

                  1,200.00 

Aug 08

0802

Man

4.00

                     200.00 

                     800.00 

Aug 08

0803

Stephen

8.00

                       75.00 

                     600.00 

Aug 08

0806

Hong

16.00

                     150.00 

                  2,400.00 

Aug 08

0809

Peter

16.00

                     150.00 

                  2,400.00 

Aug 08

0810

Paul

6.00

                     200.00 

                  1,200.00 

Total

74.00

                10,700.00 

DIRECT  EXPENSES

Date

Supplier Invoice No.

Description

 Quantity 

 Unit Cost 

 Total Costs 

9/8/2008

I0208

Rental of audio equipment

 1 day 

                  2,000.00 

                  2,000.00 

9/8/2008

C817

Transportation

 Hotel ↹ office 

                     200.00 

                     200.00 

Total

                  2,200.00 

OVERHEAD

Date

Cost Pool Category

Allocation Base

 Quantity Used 

 Allocation Rate 

 Total Costs 

30/6/2008

Administration

hourly rate

4 hours

                     200.00 

                     800.00 

31/7/2008

Administration

hourly rate

2 hours

                     200.00 

                     400.00 

31/8/2008

Depreciation

daily rate

1 day

                     300.00 

                     300.00 

31/8/2008

Administration

hourly rate

10 hours

                     200.00 

                  2,000.00 

Total

                  3,500.00 

TOTAL COST OF JOB

    18,846.00 




Please help Man to prepare the Job Costing accounting entries.
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Activity 4: Planning for a picnic
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Assuming the school picnic will be held 2 weeks from now, the class club decides to have BBQ on that day.  A working group is formed to plan the BBQ event.


Applying the Job Costing concepts --- discuss the process to organise such an event. 

What are the cost components? 

	What items will be included in each component?
	
	Procedures of organising the event.  (Use flowchart to present your answer.)

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	











Cost Components





2. __________





1. __________





4. __________





3. __________
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