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Business Administration Discipline



LECTURE 12: Overheads

Suggested Solutions
1. (a)

(i)

	Overhead application rate
	=
	Estimated manufacturing overhead
	
	

	
	
	Estimated direct labour cost
	
	

	
	=
	$1,200,000
	=
	240% of direct labour cost

	
	
	$500,000
	
	


(iii)

	Overhead application rate
	=
	Estimated manufacturing overhead
	
	

	
	
	Estimated machine hour
	
	

	
	=
	$1,200,000
	=
	$15 per machine hour

	
	
	80,000
	
	


	(b)
	
	$

	(i)
	Direct material
	2,100 

	
	Direct labour
	380 

	
	Manufacturing overhead ($380 x 240%)
	912 

	
	Total costs of units produced
	3,392

	
	
	

	(ii)
	Direct material
	2,100 

	
	Direct labour
	380 

	
	Manufacturing overhead (61 x $15)
	915 

	
	Total costs of units produced
	3,395


2.

	(a)
	Schedule of the Cost of Finished Goods Manufactured

	
	for the year ended 31 March 2005

	
	
	$
	
	$

	
	Beginning work-in-process inventory
	
	
	20,000 

	
	Manufacturing costs assigned to production:
	
	
	

	
	Direct materials used
	225,350 
	
	

	
	Direct labour
	119,760 
	
	

	
	Manufacturing overhead (7,800 x $25)
	195,000 
	
	540,110 

	
	Total manufacturing costs
	
	
	560,110 

	
	Less Ending work-in-process inventory
	
	
	7,510 

	
	Cost of finished goods manufactured
	
	
	552,600 

	
	
	
	
	


(b)

	Average unit cost
	=
	Cost of finished goods manufactured

	
	
	Total number of units

	
	=
	$552,600
	=
	$27.63

	
	
	20,000
	
	


3.

	(a)
	
	$

	
	Direct materials used
	752,300 

	
	Direct labour assigned to production
	901,250 

	
	Manufacturing overhead
	1,795,200 

	
	Total manufacturing costs charged to work-in-process
	3,448,750

	
	
	

	(b)
	Cost per completed fishing boat
	58,000 

	
	Number of fishing boats completed
	50 

	
	Cost of finished goods manufactured
	2,900,000

	
	
	

	( c)
	Cost per completed fishing boat
	58,000 

	
	Number of completed fishing boat sold
	47 

	
	Cost of goods sold
	2,726,000 

	
	
	

	(d)
	Sales ($98,000 x 47)
	4,606,000 

	
	Less Cost of goods sold
	2,726,000 

	
	Gross profit on sales
	1,880,000 

	
	
	

	(e)
	
	

	(i)
	Total manufacturing costs assigned to work-in-process (a)
	3,448,750 

	
	Less Cost of finished goods manufactured (b)
	2,900,000 

	
	Ending work-in-process inventory
	548,750 

	
	
	

	(ii)
	Cost of finished goods manufactured (b)
	2,900,000 

	
	Less Cost of goods sold ( c)
	2,726,000 

	
	Ending finished goods inventory
	174,000 

	
	Or
	

	
	3 x $58,000
	174,000 


4.

	(a)
	Journal

	
	
	Dr ($)
	
	Cr ($)

	
	Work-in-process Inventory
	169,000 
	
	

	
	Direct materials
	
	
	96,470 

	
	Direct labour
	
	
	30,475 

	
	Creditors/Bank
	
	
	42,055 

	
	Manufacturing costs applied to production in April 2005
	
	
	

	
	
	
	
	

	(b)
	Finished goods inventory
	169,000 
	
	

	
	Work-in-process inventory
	
	
	169,000 

	
	Transfer of 13,000 units completed to finished goods inventory at a unit cost of $13
	
	
	

	
	
	
	
	

	( c)
	Accounts receivable
	250,000 
	
	

	
	Sales
	
	
	250,000 

	
	Sales of 10,000 units in April at $25 per unit
	
	
	

	
	
	
	
	

	
	Cost of goods sold
	130,000 
	
	

	
	Finished goods inventory
	
	
	130,000 

	
	Cost of 10,000 units sold in April at $13 per unit
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