Overhead Absorption
The following data are to be used for Questions 1 and 2
	Budgeted labour hours				6,000
	Budgeted overheads				£147,500
	Actual Labour Hours				8,000
	Actual overheads				£154,000
1. Based on the data given above, what is the labour hour overhead absorption rate?

A. £25.50 per hour
B. £24.58 per hour
C. £23.54 per hour
D. £28.76 per hour

OAR	=	147,500 (BUDGETED OVERHEADS)   		(underline indicates divide)
		6,000      (BUDGETED LABOUR HOURS
	=	£24.58

2. Based on the data given above, what is the amount of overhead under/over absorbed?

A. 41,880  under absorbed
B. 42,640 over-absorbed
C. 41,880 over-absorbed
D. 42,640 under-absorbed
Overhead absorbed	 = 8,000 x 24.58	=	196,640	Actual labour hours x answer 1
Actual overhead			=	154,000	from questions
Over absorption			=	42,640		(overhead absorbed – actual overhead)








The following data are to be used for Questions 3 and 4
	Budgeted labour hours				10,000
	Budgeted overheads				£156,000
	Actual Labour Hours				8,000
	Actual overheads				£154,000
3. Based on the data given above, what is the labour hour overhead absorption rate?

E. £15.60 per hour
F. £14.50 per hour
G. £13.54 per hour
H. £16.76 per hour

OAR	=	156,000 (BUDGETED OVERHEADS)   		(underline indicates divide)
		10,000      (BUDGETED LABOUR HOURS
	=	£15.60

4. Based on the data given above, what is the amount of overhead under/over absorbed?

E. 29,200  under absorbed
F. [bookmark: _GoBack]24,666 over-absorbed
G. 29,2000 over-absorbed
H. 22,666 under-absorbed
Overhead absorbed	 = 8,000 x 15.60	=	124,800	Actual labour hours x answer 1
Actual overhead			=	154,000	from questions
Under absorption			=	(29,200)	(overhead absorbed – actual overhead)


