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1. A manufacturing company produces two products, X and Y. Particulars relating to the products are

given below :
Product X Product Y
Direct material cost per unit , 10 12
Direct labour per unit 10 8
Units produced 200 200
Direct labour hours per unit 12 12
10 14

Material moves per product west L-\M e
Budgeted material handling cost (overhead cost) ¥ 24,000.
our

Required :
(i) Determine cost per unit of the products using volume based allocation method (direct labour h

rate).
(ii) Determine cost per unit of the products using activity-based costing method.
[C.U., B.Com. (Hons.) '12]
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2, A-mmp.'my manufactures two products P and Q using same facilities and similar process. The cost data

for April. 2019 are given below :

P Q

Units produced 8,000 10,000
Direct labour hours per unit 1 2
Machine hours per unit 3 1
No. of set-ups in the period 15 35
No. of orders handled in the period 20 60
The overhead costs for the month are as under : ¥
Relating to machine activity 2,80,000
Relating to production run set-ups 26,400

42,600

Relating to handling of orders

You are required to calculate the production overheads to be absorbed by one unit of each of the

products P and Q using the following costing methods :
(i) A traditional costing approach (using direct labour hour rate to absorb overheads).

(1) An activity-based costing approach (using suitable cost drivers).
3. The budgeted overheads and cost driver volumes of Zed Ltd. are as follows :

Cost pool Budgeted overhead
3
Material procurement 5,80,000
Quality control 1,76,000
Maintenance 9,70,000
Material handling 2,50,000
Machinery 7,20,000
Set up 4,15,000
Cost drivers Budgeted volume

No. of inspection 900

~ Maintenance hours . : 8,400
No. of machine hours 24,000
No. of set ups 520
No. of orders 1,100
No. of movements 680

The company has produced a batch of 2,600 components of ‘Zydus’, its material cost was T 1,30,000 and
labour cost was T 2,45,000. The usage activitics of the said batch are as follows :

Material order 26 Maintenance hours 690
Material movements 18 Inspection 28
Set ups 25  Machine hours 1,800
Required :

(i) Calculate cost driver rates that are use

(i) Ascertain the cost of the batch,

d for tracing appropriate amount of overheads.
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4. A company manufactures four products using same plant and process. The following information
relates to a production period :

Product Volume of Material Direct labour Machine time Labour cost
production cost (per unit) (per unit) (per unit)
(units) (per unit)
A 1,000 T 6 1 hr. 05 hr. T 4
B 6,000 < 5 1 hr. 0-5 hr. T 4
2 800 T 15 2 hrs. 1-0 hr. T 8
D 9,000 %20 25 hrs. 145 s 10
4
Factory overhead applicable to machine oriented activities 62,300
Set-up cost 6,400
Cost of ordering materials 2,100
Administration cost for spare parts 10,600
Handling cost of materials 8,500
89,900
Product No of set-ups No. of material No. of times No. of BN
orders materials handled spare parts
. A 2 2 3 3
7‘ B 4 5 10 4
k. 3 2 4 1
D 10 5 15 5
it} 14 3 B

Calculate the cost of the products under : (i) traditional costing (applying machine hours rate for

absorption of overhead) ; and (ii) activity-based costing. Also show the difference in overhead cost per
unit under the two methods.
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