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3 1, a chocolate manufacturer, produces three
products: &’@ AC"'\ Vl" l(,\lc‘
. The Sky Bar, a bar of solid milk chocolate.
=  The Moon Egg, a fondant filled milk chocolate egg. ((,()d’ ]
. The & Bar, a biscuit and nougat based chocolate \
bar. 1]
Information relating to each of the products is as follows: s
Sky Moon  Sun (4
Bar Ega Bar

Direct labour DOS'[D?PA

[£3] 0.07 0.14 0.12 Q

Direct material c er # b 0‘ NN X 'm bm

unit ($) 017 0.19 0.16

A tual ales

(units) ~ 500,000 150,000 250,000 r-l hn @ .H. ()()A M X IO = G%ﬂ
Direct la

unit 0.001 o 0.005 \ &]

D ct machine hours per

— 001 004 QW\ &" i 0-0 ey x %KoWo - SW
0.45 0.43

0.50

Production overhead (as per illustration 1)

Cost driver data:
ctual pro J
lachine n

(BJMD Madhine ka/

x Mada kd/unk QO\\
Bor 4 #9/«»&\\« € 0-0Mi] it 008
“&‘]# B heoaang X 0-04mhfu{ 02|
Q“" g“'ﬂt ‘NN« X O-OZMMW[,,A».W)"/I_]

NERAREEEY

i)

Sky Ba Moon Egg  Sun Bar w
ucti units & 500,000 150,000 250,000 g b
lall 0.04 0.02 q(
chion se

ups 3 1 26 Qll‘” ',w i g
Number of components @/ @ 20
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Cabal makes and sells two products, Rlus and Doubleplus. The direc
costs of production are $12 for one unit @ and $24 per unit of

Doubleplus.

Information relating to annual production and sales is as follows:

Plus Doubleplus ’gﬁE g
Annual production and sales 24,000 units 24,000 units %’%

Direct labour hours per unit 1.0 1.5
Number of orders 10 140
Number of batches 12 240
Number of setups per batch 1 3
Special parts per unit 1 4

Information relating to annual production and sales is as follows:

Cost driver Annual cost
§

Setup costs Number of setups 73,200
Special parts handling Number of special parts 60,000
Other materials handling  Number of batches 63,000
Order handling Number of orders 19,800
Other overheads - 216,000

432,000

Other overhead costs do not have an identifiable cost driver, and in an

ABC system, these overheads would be recovered on a direct labour

hours basis.

(a) Calculate the production cost per unit of Plus and of Doubleplus if
the company uses traditional absorption costing and the overheads
are recovered on a direct labour hours basis.

(b) Calculate the production cost per unit of Plus and of Doubleplus if
the company uses ABC.

(c) Comment on the reasons for the differences in the production cost
per unit between the two methods.

(d) What are the implications for management of using an ABC system
instead of an absorption costing system?
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