STANDARD COSTING SCMPE

STANDARD COSTING

Question 1: (Basic Material Variances)

NXE Manufacturing Concern furnishes the following information:

Standard: Material for 1 unit of FG 3 Kg.
rice of material I's. 2 per kg.
Yctual: &utput 10 units
Material used kg. 3( kg.
Cost of Materials 1s.2)0

C%.CUL% E: -a. Material usage /ariance0-1. Material price /ariance(-c. Material cost
/ariance.

Question 2: (Material Variances)

, he standard miZ2 to produce one unit of a product is as follows:
SMaterial X 30 units 4 ! s. 1) per unit 5 600
Material 7 80 units 4 ! s. 20 per unit 5 1300
Material 9 100 units 4 ! s. 2) per unit 5 2000

2( 0 units ®0

: uring the month of %pril010 units were actuall; produced and consumption was as

o

follows:

Material X 3( 0 units 4 !s.17.) 0 per unit 5 11200

Material 7 6) O units 4 ! s. 18.00 per unit 5 17@00

Material 9 870 units 4 ! s.27.) 0 per unit 5 23®2)
2@ 30 units 222

CY%U.CUL% E all material /ariances.

Question :(Labourl Variances)

, he standard lalour emplo; ment and the actual lalour engaged in a week for =01 are as

under:
Skilled Se&i-skilled | ( nskilled
%workers %orkers | %orkers
Standard no. of workers in the gang 32 12 3
%tual no. of workers emplo; ed 28 18 (
Standard wage rate per hour 3 2 1
%tual wage rate per hour ( 3 2

: uring the ( 0 hours working weekOthe gang produced 100 standard lalour hours of
work. C%.CUL% E:

-a. Lalour Cost Variance -1. Lalour! ate Variance
-C. Lalour Efficienc; Variance -d. Lalour Mi2 Variance
-e. Lalour 7ield Variance
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Question ) : (Variable Overhead Variances)
From the following information of G Ltd.0 C%.CUL% E -i. Varialle &/erhead Cost
Variance; -ii. Varialle &/erhead EZ2penditure Variance and -iii. Varialle &/erhead

Efficienc; Variance:

@udgeted production 3MO00 units
@udgeted /arialle o/erhead I's.120®00
Standard time for one unit of output 2 hours
%ctual production ) ®00 units
%tual o/erhead incurred 's.1@2®00
%tual hours worked 11300 hours

Question, : (Basic - i. ed Overhead Variances)

From the following information compute fi2ed o/erhead /ariances

Particulars | BudOet | Actual
&/erheads 100 120
Units )0 )3

Question 1: (- i. ed Overhead Variances)

From the following information for the month compute fi2ed o/erhead /ariances.

Particulars BudOet | Actual
A orking da; s 20 23
Bours paid 200 220
dle Bours D 8
Bours worked 200 212
Units 20@00 | 22M®00
&/erheads 1®0WO00 | 12) @00

Question 2: (Sales Variances)

From the following information alout salesOcalculate necessar; sales /ariances.

Standard Actual
Product Rate in RsPer | Total Rate in Rs®Per | Total
Nos . Nos .
unit Rs3 unit Rs3
% ) @00 ) 2) @00 3M00 3 33M00
@ (@oo 3 2(@O0 ) @00 ) 2) @00
C 300 7 21®m00 (@oo 8 32M00
124655 25355 | 1, 55 6 355

he compan; B 1udgeted market share was 20F and the actual market siGe was 60@00

~

units.
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Question 7: (Sales 8 Pro4t Variances)

, he compan; has @dgeted the following data for a month.

Product | SP | Cost: er unit | ( nits
% 10 ( 300
@ 20 1) (00

@udgeted Market siGe of the industr; in which compan; is operating is ) 000 units.

, he actual data for the month was :

Products | SP | Cost: er unit | Qty3

% 12 ) 800

@ 16 13 700
%ctual market share of the compan; was 2) F .
Required :
1. Sales Variances
2. rofit Variances
3. I easons for sales mi2 /ariance leing fa/ouralle 1ut profit mi2 /ariance leing

ad/erse.

Question 6: (Reconciliation State& ent Absor: tion 8 Mar0Qinal)

, he Managing : irector of ; our compan; has 1een(gi/enOthe following statement

showing the results for a recent month:

Month ending 31st March02021

Master BudOet Actual Variance
154655 64655 (14655)

No. of units produced. H
sold 10®00 6000 -1@00.

I's. I's. I's.
Sales (0®O0 3) @00 -) @00.
: irect materials 10000 6200 800
: irect wages 1) @00 13@00 1®00
Varialle o/erheads ) @00 (@oo 300
FiZed o/erheads ) @00 (®00 1&&
, otal 3) @00 31®00 3@00
Net surplus ) @00 3@00 -1®00.
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, he standard costs :the product are as followsD

Per ( nit
: irect materials -1kg. at! s. 1 per kg. 1.00
: irect wages -1 hourat! s.1.) 0. 1)0
Varialle o/erheads -1 hourat! s.0.)0. 0.)o0

%tual results for the month showed that 600 kgs of material were
lalour hours were recorded.

-a. repare an reconciliation Statement letween HKaudgeted
rofitEunder 1%l sorption Costing MethodE

-1. repare an reconciliation Statement letween Btandard
rofitEunder %l sorption Costing MethodE

-C. repare an reconciliation Statement letween HKaudgeted
rofitEunder BMarginal Costing MethodE

-d. Comment on the calculations that; ou ha/e made in -c..

used and 8@00

rofit H %tual

rofit H Y%tual

rofit H %tual

Question 15: (Reconciliation State& ent With %)

: espite the increase in the sales price of its sole product to the e2tent of 20F a compan;

finds that it has incurred a loss during the ; ear 2 to the e2tent of ! s.( lakhs as against a

profit of ! s.) lakhs made in ; ear 1., his ad/erse situation is attriluted mainl; to the

increase in prices of materials and rates of LalourOthe increase o/er the pre/ious ; ear

leingOon the a/erage01) F and 1&F respecti/el; .
, he following figures are e2tracted fromOthe 1ooks of the compan; .

Year 1 Year 2
Sales 12000@00 | 126BOMO0O
Cost of Sales :
Material 80@OWO0 61A0®00

: irect Lalour 2000@00 2(@omO0
Fi2ed &/erhead | 1) @O0®O0 180 0@00

Required: %mal; Ge the /ariances o/er the ; ear in order to 1ring out the reasons for the

fall in profits.

Question 11: (Reconciliation State& ent %ith Li& itin0 - actor)

, rident, o; s Ltd. manufactures a single product and the standard cost s; stem is followed.

Standard cost per unit is worked out as follows :
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Rs3
Material -10 kgs. 4 ! s.( per kg. (0
Lalour -8 hours 4 ! s.8 per hour. 3(
Varialle o/erheads -8 hours 4 ! s.3 per hour. 2(
Fi2ed o/erheads -8 hours 4 ! s.3 per hour. 2(
Standard rofit )3

&/erheads are allocated on the 1asis of direct lalour hours. G the month of %pril
20210there was no difference letween the 1udgeted and actual selling price and there
were no opening or closing stock during the period., he other details for the month of

%pril 2021 are as under :
BudOeted Actual
roduction and Sales | 2Z®00 units 1@00 units
: irect Materials 20@W00 kgs 4 ! s.( perkg | 20000 kgs 4 ! s.( per kg
: irect Lalour 13@00 Brs 4 ! s.8perhr. | 1( @00 hrs 4 ! s.8 per Br.
Varialle &/erheads |!s.(8@00 I's.((@OO0
FiZed &/erheads !'s.(8@00 I's.(8@00
Required :
C I econcile the 1udgeted and actual profit with the help of /ariances according to
each of the following method.
-1i. , he con/entional method.
-ii. , he rele/ant cost method assuming that
-a. , here are no scarce inputs
-1. Materials are scarce and are restricted to suppl; of 20@00 kgs for
the period.
-C. Lalour hours are limited and a/ailalle hours are onl; 13@00

hours for the period.
@ Comment on efficienc; and responsililit; of the Sales Manager for not using

scarce resources.

Question 12: (Plannin0 8 O: erational Variances)
Managing: irector of etroIKL Ltd- , KLL. thinks that Standard Costing has little to offer

in the reporting of material /ariances due to fre] uentl; change in price of materials.
, KLL can utiliGe one of two e] uall; suitalle raw materials and alwa; s plan to
utiliGe the raw material which will lead to cheapest total production costs. Bowe/er0
, KLL is fre] uentl; trapped 1; price changes and the material actuall; used often
pro/idesOafter the e/entOto ha/e 1leen more eZ2pensi/e than the alternati/e which was
originall; re=ected.
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: uring last accounting periodOto produce a unit of I E , KLL could use either 2.) 0
Kgof I GEor 2.) 0 kgofI : E , KLL planned to use I GEas it appeared it would 1e cheaper
of the two and plans were lased on a cost of I GEof ! s.1.) 0 per Kg. : ue to market
mo/ementsOthe actual prices changed and if , KLL had purchased efficientl; the cost
would ha/e leen:

[ GE s.2.2) per Kg;

[ : E s.2.00 per Kg

roduction of I Ewas 1®00 units and usage of [ GEamounted to 2000 Kg at a

total cost of ! s. 3( 80KD
Required
C%.CUL% E the material /ariance for 1 El;:
-1i. , raditional Variance Y%mal; sis; and
-ii. % approach which distinguishes letween lanning and &perational Variances.

Question 1 : (Inter: retation o9Sales Variances)

, Dechisa, aiwan lased firm(that designsOde/elopsCand sells audio e] uipment. Founded
in 167) 1; Mr. @ssOfirm sells its products throughout the world. , Dech is 1est known
for its home audio s; stems and speakersOnoise cancelling headphonesOprofessional
audio s; stems and automolile sound s; stems. E2tracts from the 1udget are shown in the

following talle:
Ho& e Audio Syste& Division
AnR516
Syste& Sales (units) | Sellin0 Price | Standard Cost (: er Syste& ) Rs3
3W00A M & 1900 18@) 0 12000
J@00A M & )00 ) 0@O0 23@)0

, he Managing : irector has sent ; ou a cop; of an email he recei/ed from the Sales
Manager IKE, he content of the email was as follows:
IA e ha/e had an outstanding month. , here was an ad/erse Sales rice Variance on the
3W00A M &S;stemsof! s.22Q0 0@00 1ut Ccompensated for that 1; raising the price of
JDWO0A M &S; stems. Unitsalesof 3W00A M &S; stems were as e2pected 1ut sales
of the )00 A M &s were eZceptional and ga/e a Sales Margin Volume Variance of
I 5.23F) ®O0. Cthink Cdeser/e a 1onusIM
, he managing : irector has asked for ; our opinion on these figures. 7ou got the following
information:
%ctual results for MinE2016 were:

Syste& Sales (units) | Sellin0 Price Rs3
3W00A M & 19 00 's.17@) 0
J@O0A M & 300 's.)3@)0
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, he total market demand for 3S@00 A M &S; stems was as 1ludgeted 1ut as a result of

suppliers reducing the price of supporting UB: , V S; stem the total market for ) @00 A
M &S; stems raised 1; ) OF in NMinE2016.

, he compan; had sufficient capacit; to meet the re/ised market demand for 7) 0 units

ofits )00 A M &S; stems and therefore maintained its market share.

Required
-1. C%.CUL% E the following &perational Variances 1ased on the re/ised market
details:

D Sales Margin Mi2 Variance
D Sales Margin Volume Variance
-1i. C&MMEN, 1riefl; on the measurement of the KE performance.

Question 1) : (Inter: retation o9Labour Variances)

N9SC& Ltd. uses standard costing s; stem for manufacturing its single product IYN9E
Standard Cost Card per unit is as follows:

Rs3
: irect Material -1 kg per unit. 20

: irect Lalour -3 hrs 4 per hour. | (8
Varialle &/erheads 2(

%ctual and @dgeted %cti/it; Le/els in units for the month of Fe1H6 are:
BudOet | Actual
roduction | )0@00 |)2®O0.

%ctual Varialle Costs for the month of Fe1H 6 are gi/en as under:

: irect Material 103) B00
: irect Lalour -3@0®O00 hrs. | 2( @ 2@00
Varialle &/erheads 12@8®00

Required

(N, E! !'E, : irect Lalour! ate and Efficienc; Variances.
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