Solution to Hand-In Assignment – Three
(30 MINUTES)

1.
Traceable costs total $3,750,000, computed as follows:

	
	Total Cost
	Percent

Traceable
	Traceable

Cost

	
	
	
	

	Professional staff salaries………
	$3,750,000
	 80%
	$3,000,000

	Administrative support staff……
	     450,000
	     60
	     270,000

	Photocopying……………………..
	       75,000
	     90
	       67,500

	Travel……………………………….
	     375,000
	     90
	     337,500

	Other operating costs……………
	     150,000
	     50
	       75,000

	Total…………………………….
	$4,800,000
	
	$3,750,000



Golden State Enterprises’ overhead (i.e., the non-traceable costs) total $1,050,000 ($4,800,000 - $3,750,000).

2.
Predetermined overhead rate = budgeted overhead ÷ traceable costs






  = $1,050,000 ÷ $3,750,000 = 28% of traceable costs

3.
Target profit percentage = target profit ÷ total cost

      = $960,000 ÷ $4,800,000 = 20% of cost
4. 
The total cost of the Davis Manufacturing project is $96,000, and the billing is $115,200, as follows: 

	Professional staff salaries…
………
	$61,500

	Administrative support staff………
	    3,900

	Photocopying…………………………
	       750

	Travel…………………………………..
	    6,750

	Other operating costs……………….
	    2,100

	Subtotal……………………………
	$75,000

	Overhead ($75,000 x 28%)………….
	  21,000

	Total cost………………………….
	$96,000

	Mark-up ($96,000 x 20%)…………….
	  19,200

	Billing to Davis………………………
	$115,200


5. 
Possible non-traceable costs include utilities, rent, depreciation, advertising, top management salaries, and insurance.

6.
Professional staff members are compensated for attending training sessions and firm-wide planning meetings, paid vacations, and completion of general, non-client-related paperwork and reports.  These activities benefit multiple clients, the consultant, and/or the overall firm, making traceability to specific clients difficult if not impossible. 

