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1. Fixed overhead rate = $107.500/25,000 = $4.30 per unit
The difference is computed as follows:

Fizxed overhead rate{Production — Sales)
$4.30(25,000 — 23,000) = $8,600

2. a. Lextel, Inc.
Variable-Costing Income Statement
For the Year Ended December 31, 2008

Sales (23,000 % 5326) .ccueeceeereerescmeenssnen sesnmneen % 598,000
Less variable expenses:
Cost of goods sold {23 000 = $12. BU] ...... % 294,400
Selling (23,000 = 34) .. 92.000 386.400
Contribution m@ngin ... e e % 211,600
Less fixed expenses:
Owerhead.. % 107,500
Selling and admlnﬁtratwe 26.800 134 300
Operating income . P, 5 _77.300
k. Lextel, Inc.
Absorption-Costing Income Statement
For the Year Ended December 31, 2008
= % 598,000
Less: Cost of goods sold (23,000 = $17.10) 293,300
Gross margin .. 5 204,700
Less: Selling d.l'ld admlnlstratwa EJEPEI'ISEE- 118,800
Operating income... e ——— o o g m mn S 854900
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