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[The student’s processing, omitted from this exemplar, was completed to Merit level.]  
 
As a manufacturing business, Cool Canvas uses a job cost subsystem to calculate the cost of 
producing their promotional/customisable truck covers. This enables the business to make sure 
all costs are covered and that a quote can be given to the client before a job begins.  
 
There are three main costs involved: raw materials, direct labour costs and factory overhead 
which covers all indirect costs of the production of the truck covers. Factory overheads could 
include maintenance of the machines in the factory, oils, and lubricants, etc. To obtain a finished 
selling price, Cool Canvas works out the total cost of each job before adding mark-up and GST. As 
making customised truck covers is very labour intensive, Cool Canvas uses labour hours as the 
cost driver for allocating overhead costs. 
 
Internal controls are an important part of job costing. The hours spent on the production of each 
job are recorded on time sheets which contain the names of staff who work on a job, their rate of 
pay and dates they worked. The time sheets are checked and authorised by the supervisor to 
ensure that each job is allocated the correct amount of direct labour. 
 
Jobs require raw materials such as polymer and buckles. Requests for raw materials to be 
transferred from the store room to the factory are made using materials requisition forms. 
These need to be authorised by either a production manager or a supervisor. This is another 
form of internal control. It means that the level of inventory can be tracked and the correct 
quantity of materials is charged to each production job.  
 
Job cost sheets are used for each job to accumulate all the relevant costs of the job – raw 
materials, direct labour and factory overhead.  
 
Cool Canvas need to ensure that all the costs involved in completing a job order are accurately 
recorded so that there is an accurate final cost to use for adding a mark-up percentage and 15% 
GST to arrive at the selling price for the customer. It is important not to undercharge or 
overcharge clients. Customers will not mind (or might not know) if they have been 
undercharged but it is not good for Cool Canvas as it could mean they can’t pay their debts. 
Although it is better for the company if customers are overcharged, the customers might feel 
that the job was too expensive and they will not go to Cool Canvas when they need a cover for 
their next truck. The customer might also tell other truckies that Cool Canvas is too expensive. 
 
Cool Canvas allocates its overheads at $2 per labour hour. For the year ending 31 March 2016 
Cool Canvas estimated their staff would work 89,000 hours producing covers. However, they 
actually worked an extra 4,000 hours. Actual overheads cost $182,000 but Cool Canvas had 
estimated that overheads would cost $186,000. These differences meant that overheads were 
over-applied by $4,000, i.e. clients were charged more for overheads than they should have 
been. It isn’t ideal for Cool Canvas to have over-applied the overhead even though they won’t 
have to be concerned about covering their overhead costs. 
 
The cost of producing the customised cover for the cartage company client was worked out by 
adding up all the costs involved in making the curtainsider. This included the raw materials 
used, the direct labour costs of $5,000 (200 hours @ $25 per hour) and indirect costs which 
were charged to the job using the cost driver of $2 per labour hour. So, the factory overheads 



Exemplar for internal assessment resource Accounting for Achievement Standard 91409 

© NZQA 2018  

charged to the job was $400 (200 hours x $2). All three costs came to a total production cost of 
$22,120. 
 
Cool Canvas wants to be profitable so they add a mark-up of 130%, taking the cost of the job to 
$28,756. GST of 15% is added on to this ($4,313), making the total selling price charged to the 
cartage company $33,069. 
  


