B-17.03 Application of cost concepts

One of Professor Kelly's students recently turned in the following paper. The paper included answers to ten
quiz questions. Each question was worth 10 points (sorry, no partial credit). Grade the student's paper, and
comment on the incorrect questions.

(M) Billboard aclvertising space would be a Perio& cost, nota Proc{uct cost.

() Beginning work in process, Plus conversion costs, minus cncling work in process,
cquals cost of goods manufactured.

(3)  Conversion costs are always the same, no matter the level of outPut.
4 Production costs genera”g consist of Prime costs Plus manuFacturing overhead.
(5)  "Product costs attach” can also be described as "inventoriable."

6) The cost of air filters used in the paint shop of a manuFacturing Facilitg is a Period
cost because tlﬂey are rcplaccd monthﬁ;.

(7) Nonmanumcacturing costs for sc”ing and general/administrative purposes are not Par’c
of Factorg overhead.

8) Manufacturers may have three inventory categories: raw materials, finished goocls,
and cost of gooc{s sold.

9)  The cost of carbon fiber incorporated into the frame of a bicgcle built bg TecTrack
Bikes is a Proc{uct cost.

(10)  Prime costs include direct labor and manmcac’curing overhead.



