	BYP 4-2
MANAGERIAL ANALYSIS


(a)
Computation of activity-based overhead rate:

	
	Activity Cost Pools
	
	Total

Estimated

Overhead
	÷
	Expected Use of

Cost Drivers

Per Activity
	=
	Activity-Based

Overhead Rates

	
	
	
	
	
	
	
	

	
	Market analysis

Product design

Product development

Prototype testing
	
	
	
	

	
	


Explanation:

(b)
Charges to in-house manufacturing department:


In-House Manufacturing Department

	
	Activity Cost Pools
	
	Cost Drivers Used
	
	Activity-Based

Overhead Rates
	
	Cost Assigned

	
	
	
	
	
	
	
	

	
	Market analysis

Product design

Product development

Prototype testing
	
	

	
	
	
	

	
	
Total overhead assigned
	
	
	
	


Explanation:

(c)
Charges to outside R & D contractor:


Outside Contract Costs

	
	Activity Cost Pools
	
	Cost Drivers Used
	
	Activity-Based

Overhead Rates
	
	Cost Assigned

	
	
	
	
	
	
	
	

	
	Market analysis

Product design

Product development

Prototype testing
	
	

	
	
	
	

	
	
Total overhead assigned
	
	
	
	$


Explanation:

(d)
Activity-based costing permits …..
