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[The student’s processing, omitted from this exemplar, was completed to Achieved level.]  
 
Cool Canvas operates a job cost subsystem where all costs for each job (truck covers) are 
calculated and recorded. Some of the costs will be direct costs that are easily traceable to each 
job such as customised digital printing costs. Cool Canvas accurately calculates the total cost for 
each job by recording all direct and indirect costs using an accurate job cost subsystem. Indirect 
costs of generally running the truck cover business, such as office wages, rent and advertising, 
are called factory overheads and are charged to the customer using a cost driver.  
 
Cool Canvas uses labour hours as their cost driver for allocating overheads to each job because 
making customised truck covers is very labour intensive, taking a lot of workers’ hours 
compared to machine hours.  
 
The materials used to make the covers are expensive so this will affect the total cost of direct 
materials. A predetermined overhead rate is calculated using all indirect costs for the year and 
dividing them by the number of labour hours Cool Canvas estimates their workers will spend 
during the year making truck covers. (178,000/89,000 = $2). This rate is then used to calculate 
the total cost of factory overhead for the specified job ($2 x 200 labour hours = $400). The total 
cost of factory overhead is then added to the total cost of the job. 
 
The total cost of the job for the cartage company client was calculated using three figures. One 
was the direct materials, another was the direct labour cost and the other was factory overhead. 
The direct labour cost is $25 per hour worked.  200 hours went into the job, making the cost of 
direct labour $5,000. Direct materials for the job are 900gsm polymer, quality stainless steel 
buckles, quality tensioners, aluminium luffgroove poles and cast allow base plugs. The materials 
are high quality so they are expensive. The direct materials have a total cost of $16,720 which 
includes the digital printing of the client’s logo and ad on the trucksider. After the total cost of 
the job is worked out, the mark-up of 130% and GST are added to get the selling price. The 
cartage delivery client will be charged $58,507 for making the customised trucksider for its 
truck. 
 
Cool Canvas has over-applied overhead for the job done for the client which means more 
overhead was charged than was actually incurred. This needs to be controlled to ensure Cool 
Canvas is not consistently overcharging its clients, although it is better for Cool Canvas’s 
revenue for customers to be overcharged rather than undercharged. 
 
Cool Canvas can keep track of the costs of a client’s job, all in one place, by using a job cost card. 
What goes into the job cost card is direct costs for materials and labour associated with the job 
and an allocation of overhead to the cost of the job. The job cost cards have a job number so that 
each job is separately identified and all jobs can be accounted for. It is important to record the 
document references on the job cost card as the production manager may need to check back to 
the documents to ensure the costing on the job cost card is accurate and that the materials and 
labour charges are reasonable for the type of job undertaken. The date column assists the 
production manager to see how long jobs take and when materials were requisitioned, as well 
as how long employees spent each day on the job. It provides an additional check against 
documents such as the materials requisition and time sheets. The labour and overhead are both 
recorded from the time sheets because the overhead will be allocated to the jobs based on the 
direct labour hours. 
 
 


