Jet Ltd has two production departments (machining and assembly) and two service departments (general and maintenance).

The following is an analysis of budgeted overhead costs for a twelve-month period.

								£		£
Rent										10,000
Rates										   2,000
Power										   1,500
Light and Heat								   	   4,300
Repairs and Maintenance
Machining							1,200
Assembly							   700
General  							   400
Maintenance							   200		   2,500
Departmental Expenses
Machining							2,000
Assembly							1,800
General 							1,500
Maintenance							1,200		   6,500
Depreciation
Plant										   6,000
Fixtures and Equipment							   5,000
Insurance
Plant										   1,400
Buildings									   1,200
Fixtures and Equipment							      700
Indirect Labour
Machining							12,000
Assembly							10,000
General  							  8,000
Maintenance  							  6,000
										36,000
										77,100
Other available data is as follows:


			Floor	Plant  	     Fixtures   Effective	     Direct     Direct Labour      Machined
			Area	Value	     & Equip   Horse              Annual    Hours 	           Hours 
						         Power             Cost	        Worked	           Worked
			Sq Ft	   £                  £               £                        £                  £                            £
Machining		7,000	70,000	       700	          200	     60,000           45,000	            38,000
Assembly		6,000	60,000	    8,000	            50	     40,000           30,000                  24,000
General Maintenance	   200	18,000	    2,600                5
Administration		   200		    2,000								

		           13,400      148,000     13,300          255                    100,000          75,000               62,000


a. 	Using the data provided, apportion overheads to the four departments               

[bookmark: _GoBack]b. 	Consider why an organisation would apportion costs to the different cost centres, and what does the full process involve?  

