Answer 12 (a) – Absorption Costing	
 (a)  Full budgeted production cost per unit using absorption costing
Product 				   X 		   Y 		   Z 		 Total
Budgeted annual production (units) 	10,000		8,000		12,000		
(data is in Q)
Labour hours per unit 			2·5		3		4		
(Calc 1)
Total labour hours			25,000		24,000		48,000		97,000
(Budgeted annual production (units) x Labour hours per unit)

Overhead absorption rate = Overheads / Total labour hours = £660,000 / 97,000 = £6.80 per hour.
								(in Q) 	(Calc above)
Product (at £ per unit)		   X		   Y		   Z
Direct materials 		12.00		14.00 		11.00
Direct labour 			15.00		18.00		24.00
Overhead (£6.80 x 2·5 / 3 / 4) 	17.00 		20.40 		27.20
–––––– 	–––––– 	––––––
Full cost per unit 		44.00		52.40 		62.20
–––––– 	–––––– 	––––––
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Calc 1.
Direct labour @ £6 per hour (in Q) 	15 	18 	24
Labour hours per unit (in Q)  	=	15/6	18/6	24/6
				=	2.5	3	4
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