Answer 12 (a) – Absorption Costing
Calc 1
Machine Hours
Alpha       10 x 4 = 40
Beta         40 x 3 = 120
Gamma   110 x 1 = 110
Delta        350 x 2 = 700
                                 970
OAR   27,000/970 = £27.84 (OVERHEADS / TOTAL MACHINE HOURS)	
 (a)  Full budgeted production cost per unit using absorption costing
Product 		Alpha 		Beta 		Gamma     Delta 		 Total
Materials		300		1,600		4,400	    28,000
(units x material cost per unit)
Labour			140		280		2,310	    7,350
(units x direct labour hour x £7) 
OH			835.2		1,114		1,114	     2,227
(materials x OAR - £27.84)
Total Costs		1,275		2,993.6		7,823	    37,577
Units			10		40		110	     350
Cost Per Unit		127.5		75.84		71.11         107.36

Calc. 2
materials
Alpha 10 x 30 = 300
Beta 40 x 40 = 1,600
Gamma 110 x 40 = 4,400
Delta 350 x 80 = 28,000

Labour
Alpha  10 x 2 x 7 = 140
Beta  40 x 1 x 7 = 280
Gamma  110 x 3 x 7 = 2,310
Delta  350 x 3 x 7 = 7,350

OH
Alpha       30 x 27.84  = 835.2
Beta         40 x 27.84 = 1,114
Gamma    40 x 27.84 =  1,114
Delta        80 x 27.84 =  2,227




Labour hours		 		
Alpha	10 x 2 =		 20
Beta   40 x 1 = 		40
Gamma  110 x 3 =	 330
Delta   350 x 3 =	1,050
			1,440
Calc 4
Short run variable costs	 4,000/18 = 222.22
Overhead total for short run/total production run (figures in question)
Set up costs                   10,000/18 = 555.55
Overhead total for set up costs/total production run (figures in question)
Expediting and scheduling     7,000/970 = 7.21
Overhead total for expediting/calc 1
Materials handling                   6,000/1,440 = 4.16
Overhead total for materials/calc 3

Calc 5
Short run (calc 4 x individual production runs)
Alpha	222.22 x 4 = 888.88
Beta   222.22 x 3 = 666.66
Gamma   222.22 x 7 = 1,555.54
Delta     222.22 x 4 = 888.88
Set Up costs calc 4 x no individual production runs. 
Alpha   555.55 x 4 =  2,222.22
Beta     555.55 x 3 = 1.666.65
Gamma   555.55 x 7 =  3,888.85
Delta      555.55 x 4 =   2,222.2
Expediting (calc 4 x individual units x individual machine hrs)
Alpha   7.21 x 10 x 4 = 288.4
Beta    7.21 x 40 x 3 = 865.2
Gamma   7.21 x 110 x 1 = 793.1
Delta    7.21 x 350 x 2 = 5,047
Materials (calc 4 x units x individual labour hours)
Alpha 4.16  x 10 x 2 = 83.2
Beta   4.16 x 40 x 1 = 166.4 
Gamma 4.16 x 110 x 3 = 1,372.8
Delta 4.16 x 350 x 3 = 4,368
Product		   Alpha    	Beta  	 	Gamma  	Delta		
Direct materials 	   300       	 1,600   	4,400     	28,000 	As traditional method 		  		  	
Direct labour 	                140        	 280    	 	2,310    	 7,350	As traditional method
[bookmark: _Hlk89946762]Short run		  888.88	666.66 		1,555.54  	888.88	Calc 5
Set Up			  2,222.2   	 1,666.65         	3,888.85  	2,222.2	Calc 5
Expediting		  288.4	    	865.2             	 793.1       	 5,047	Calc 5
Materials Handling           83.2          	166.4             	 1,372.8     	4,368 	Calc 5
	  		  		 
–––––– 	–––––– 	––––––
Full cost per unit 	3,922.68  	 5,244.91	14,320.29   	47,876.08  		 
–––––– 	–––––– 	––––––
                                        10                       40                    110                      350
Cost per Unit                  392.27               131.12             130.18                136.79	
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