
Cost allocation II

We will use the costing of a deluxe refrigerator model buitl by Consumenr Appliances Inc.(CAI). CAI

assembles this refrigerator, along with eight other products, at its Windsor, Ontario plant. It uses its

own sales force so sell refrigerators to retail department stores. Using the six-step approach.

Budgeted indirect cost rate = Budgeted total costs in indirect cost pool

Budgeted total quantity of cost allocation base
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Department Cost allocation base Artic refrigerator model

Labour-paced assembly Direct manufacturing labour-

hours

0,6 hours

Machine-paced assembly machine-hours 4,0 hours

Quality testing testing-hours 3,0 hours
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Exercises

14,17
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14,19
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14,21
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