a) Compute the departmental overhead rates using machine hours as the cost driver.
            
 i)Radiator parts fabrication          $ 80,000 10,000hrs 

Overhead costs/Machine Hours= $80000/10000
  $8/Hr

 ii) Radiator assembly, weld, and test     $100,000 20,000hrs

Overhead costs/Machine Hours= $100000/20000
  $5/Hr


 iii)Compressor parts fabrication..........    120,000 5,000hrs

Overhead costs/Machine Hours= $120000/5000
  $24/Hr

 iv)Compressor assembly and test........   180,000 45,000

Overhead costs/Machine Hours= $180000/45000
  $4/Hr

b)  Compute a company-wide overhead rate using machine hours as the cost driver.

Total hours = ( No of units x Time allocated for each department)

                                                                                         MaxiFlow        Alaska        
Radiator parts fabrication                       28 x20     16x20         560                     320
Radiator assembly, weld, and test         30 x20     74x20         600                     1480
Compressor parts fabrication.                32 x20       8x20         640                     160
Compressor assembly and test.             26 x20     66x20         520                     1320


Total Overhead costs ( No of units x Overhead costs-(direct labour and direct material cost)

Note, Overhead costs comprises of Direct labour and Direct material costs sicen they are used in the manufacturing of business operations

(WP Rogerson - 1992)-Accounting Review




                                                                                         MaxiFlow        Alaska        
Radiator parts fabrication                       28 x210     16x205        5880                     3280
Radiator assembly, weld, and test         30 x210     74x205        6300                     15170
Compressor parts fabrication.                32 x210       8x205        6720                    1640
Compressor assembly and test.             26 x210     66x205       5460                     13530


Company wide- Overhead rate                                                 MaxiFlow            Alaska                       

Overhead costs/Machine Hours

Radiator parts fabrication                 5880/560     3280/320              10.5                    10.25
Radiator assembly, weld, and test   6300/600     15170/1480          10.5                    10.25
Compressor parts fabrication.          6720/640     1640/160              10.5                    10.25
Compressor assembly and test.       5460/520     13530/1320          10.5                    10.25
Overhead costs/Machine Hours




c)  Compute the overhead costs per batch of MaxiFlow and Alaska assuming: 
(a) The company-wide rate. 
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Radiator parts fabrication                 10.5 x 20 =210         
Radiator assembly, weld, and test   10.5 x 20 =210         
Compressor parts fabrication.          10.5 x 20 =210       
Compressor assembly and test     10.5 x 20  =210         

Alaska

Radiator parts fabrication                 10.25 x20= 205
Radiator assembly, weld, and test   10.25 x20=205 
Compressor parts fabrication.          10.25 x20=205
Compressor assembly and test     10.25 x20 =205










(b) The departmental rates.

Maxiflow

Radiator parts fabrication                 8 x 20 =160        
Radiator assembly, weld, and test   5 x 20 =100         
Compressor parts fabrication.          24 x 20 =480       
Compressor assembly and test     4 x 20 =80        

Alaska

Radiator parts fabrication                 8 x 20 =160        
Radiator assembly, weld, and test   5 x 20 =100         
Compressor parts fabrication.          24 x 20 =480       
Compressor assembly and test     4 x 20 =80        

d) 
 Compute the total costs per unit of MaxiFlow and Alaska assuming: 
(a) The company-wide rate. 

Maxiflow

Radiator parts fabrication                 10.5 x 20  =210         
Radiator assembly, weld, and test   10.5 x 20  =210         
Compressor parts fabrication.          10.5 x 20  =210       
Compressor assembly and test     10.5 x 20 =210         
                    Total Costs                                      840


Alaska

Radiator parts fabrication                 10.25 x20 =  205
Radiator assembly, weld, and test   10.25 x20  = 205 
Compressor parts fabrication.          10.25 x20  = 205
Compressor assembly and test     10.25 x20 = 205
                     Total Costs                                       820
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(b) The departmental rates.

Maxiflow

Radiator parts fabrication                 8 x 20 =160        
Radiator assembly, weld, and test   5 x 20 =100         
Compressor parts fabrication.          24 x 20 =480       
Compressor assembly and test     4 x 20 =80
                           Total Costs                                       820        

Alaska

Radiator parts fabrication                 8 x 20 =160        
Radiator assembly, weld, and test   5 x 20 =100         
Compressor parts fabrication.          24 x 20 =480       
Compressor assembly and test     4 x 20 =80       
                             Total Costs                                       820   




 5. Is one product affected more than the other by use of departmental rates rather than a company-wide rate? Why or why not? 

Maziflow is affected more than Alaska when we use company-wide  rate since the rate is more expensive because the rates of overheads increases but it remains constant for departmental based since it is considers the various factor affecting each department rather than generalizing.

Best Advice here is to use the Departmental rate in the cost accounting and allocation of each item for the overhead costs (CM Drury, 2013)-Management and cost accounting

 

