KEY TERMS INTRODUCED OR EMPHASIZED IN CHAPTER 17

activity‑based costing  Cost accounting method that tracks indirect costs to the activities that consume resources.

activity cost pools  overhead categories that represent the costs associated with an activity that consumes overhead resources.

cost accounting systems  The methods and techniques used by enterprises to track resources consumed in creating and delivering products and services to customers.

equivalent units  A measure of the work done during an accounting period. Includes work done on beginning and ending inventories of work in process as well as work on units completely processed during the period.

job cost sheet  A record used in job order costing to summarize the manufacturing costs (materials, labor, and overhead) applicable to each job or batch of production. Job cost sheets may be viewed as a subsidiary ledger supporting the balance of the Work in Process Inventory control account.

job order costing  A cost accounting method under which the focal point of costing is a quantity of product known as a job or lot. Costs of direct materials, direct labor, and manufacturing overhead applicable to each job are compiled to arrive at average unit cost.

overhead application rate  A device used to apply a normal amount of overhead costs to work in process. The rate is predetermined at the beginning of the year and expresses the percentage relationship between estimated total overhead for the year and the estimated total of some cost driver, such as direct labor hours, direct labor costs, or machine hours. Use of the overhead application rate causes overhead to be charged to work in process in proportion to the amount of “cost driver” traceable to those units.

over- or underapplied overhead  The difference between the actual manufacturing overhead incurred during the period and the amount applied to work in process by use of a predetermined overhead application rate.

process costing  A cost accounting method used mostly in industries characterized by continuous mass production. Costs are assigned not to specific units but to a manufacturing process or department.
