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STANDARD COSTING AND YARIANCE ANALYSIS

I. PRELIMINARY :

Standard costing is the preparation and use of standard costs, their comparison with actual costs and the

analysis of variances to know their causes and take remedial action.

Under the standard costing system, standards are pre-determined by a group of experts. Then the actual
results are compared with standards and the differences are noted. The difference between standard and
actual is called as “Variance”. These variances are further analysed to know their causes. A suitable

action is taken to minimise such variances in future, It is a continuous process.

Variance analysis is “a process of analysing the variances in a manner, which will enable the
management to take appropriate actions for off standard performance”. Thus variance analysis is

an integral part of the Standard Costing System.

According to The Institute of Cost and Management Accountants, England standard costing is “ the
preparation and use of standard costs, their comparison with actual costs and the analysis of

variances to their causes and points of incidence”.
Why Standard Costing is needed?

1. Prediction of future cost for decision making.

2. Provides targets to be achieved.

3. Used in budgeting and performance evaluation.

4. Interim profit measurement and inventory valuation.

II. TYPES OF VARIANCES :
1. The variances are analysed into -

a. Favourable variances (F) i.e. those variances which increases the standard profit. These variances
occur when actual cost is less than standard cost or actual output is more than standard output.

b. Unfavourable or adverse variances (A) i.e. those variances which decreases the standard profit.

These variances occur when actual cost is more than standard cost or actual output is less than

standard output.
2. Generally Variances are analysed under the following groups -
i. Direct Material Cost Variances
ii. Direct Labour Cost Variances
iii. Variable Overhead Cost Variances

iv. Fixed Overhead Variances
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v, Sales Variances
vi. Profit Variances
3. Variances can also be analysed into -

(a) Controllable Variances : These are the variances which are well within the control of management,
but due to inefficiency in actual working, these have arised and hence needs a corrective action. For
example, workers are working slow and hence are taking more time than required. This will lead to

Adverse Labour Efficiency Variance.

(b) Uncontrollable Variances : These are variances which are beyond the control of management. In
such cases, management has the only option left, that is to revise the standards. For example,
increase in the price of raw material due to excise duty and sales tax may lead to Adverse Material
Price Variance.

III. STANDARD COSTING PROCESS :

The setting of standards i.e. preparation of standard cost sheet
Ascertainment of actual costs
Comparison of actual and standard costs to determine the variances

Investigation of variances to know causes and taking appropriate action thereon.

oo e b e

Disposition of variances.

MATERIAL T VARIANCE

Material Cost Variance = Standard material cost of actual output - Actual Cost
= SPX SQ- AP X AQ

Standard cost of actual Output = Standard quantity required for actual output X Standard Price

Actual Cost = Actual Quantity consumed X Actual Price

Analysis of Direct Material Cost Variance :

(a) Price Variance = Actual Qty. Consumed x ( Std. Price — Actual Price )

(b) Usage Variance = Std. Price (Std. Quantity - Actual Quantity)

Sub-analysis of Usage Variance :

[a. Mix Variance = Std. price (Std. mix** - Actual Mix*)

* Actual mix = actual quantity consumed and
** Std. Mix = total actual quantity consumed revised in standard mixing proportion.

b. Sub Usage Variance / Yield Variance = Std. Rate ( Std. Qty. - Std. Mix )
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Adverse or Favourable :

(a) In cost variance, if actual cost is more than standard, then the variance is adverse and if lower then it
is favourable.

(b) In price variance, if actual price is more than standard then the variance is adverse and if lower then it
is favourable.

(c) In usage variance, if actual quantity consumed is more than standard then the variance is adverse and
if lower then it is favourable.

(d) In mix variance, if actual mix is more than standard, then the variance is adverse and if lower then it
is favourable.

(f) In sub-usage variance, if std. mix is more than standard quantity, then the variance is adverse and if
lower then it is favourable. This is because, the std. mix is calculated from actual quantity consumed.

Illustration 1 : The following standard and actual data relate to a manufacturing concern :

STANDARD : Material X - 40 kgs. @ ¥ 6 = 240
Material Y - 60 kgs. @ ¥ 4 = 240
Standard output is 80 % of input i.e. 80 kgs. Process loss is 20 %
ACTUAL : Material X - 600 kgs. @ ¥4
Material Y - 400 kgs. @ %6
Actual output is 70 % of inputi.e. 700 kgs. Process loss is 30 %. Calculate Material Cost Variances.
Solution : Calculation of Material Cost Variances :-
1) Material Cost Variance = Std. cost of actual output - Actual cost
Standard cost = Std. qty. of raw material required for actual output x Std. price.
Actual output = 700 kgs.
Std. input output ratio = 100 : 80
Std. gty. required for actual output = 700 Kgs. x 100/80 = 875 Kgs.
Std. Mix ratio= 4 : 6
Std. gty. of X = 875 kgs. x 4/10 = 350 kg.
Std. gty. of Y = 875 kgs. x 6/10 = 525 kg.

Therefore, Material Cost Variance =

X (350 kg. x T6) - (600 kg. x%4) = 300 (A)
Y (525 kg. x %4) - (400 kg. x %6) = 300 (A)
Total : 600 (A)

2) Material Price Variance = Actual gty. consumed (Std. price - Actual price)

X 600 kgs. (26-%4) = 1200 (F)
Y & 400 kgs. (T4-%6) = 800 (A)
Total 400 (F)
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3) Material Usage Variance = Std. price (Std. gty. - Actual qgty.)

X : %6 (350 kg. - 600 kg) = 1500 (A)
Y : %4 (525 kg. - 400 kg) = 500 (F)
Total 1000 (A)

Sub-Analysis of Material Usage Variance :-
4) Material Mix Variance = Std. price (Std. Mix - Actual mix)

Material | Std. price | Calculation | Std. mix | Actual mix | Variance
g Kg. Kg. T

X 6 1000 x 4/10 400 600 1200 (A)

Y 4 1000 x 6/10 600 400 800 (F)

Total 1000 1000 400 (A)

* Actual Mix = Actual Qty. consumed.
** Std. Mix = Actual total quantity consumed, revised in std. mixing proportion.

5) Sub-usage Variance (Substitute to Yield Variance) = Std. price (Std, gty. - Std. mix)

X : 36 (350 kg. - 400 kg.) = 300 (A)
Y : 24 (525 kg. - 600 kg.) = Z300 (A)
Total 2600 (A)

Analysis of Material Cost Variances

Total cost Variance = ¥ 600 (A)

Price Variance = % 400 (F) Usage VariancL =¥ 1,000 (A)

|
Mix Variance = ¥ 400(A) Sub - Usage = T 600(A)
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PROBLEM NO. 1 :

h |

Particulars

Quantity (Kgs.)

Price (% /Kg.)

Standard

2,000

10

Actual

2,200

9
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PROBLEMS ON MATERIAL COST VARIANCE

From the following information, calculate Material Cost Variances -

TY A TeR vaeE = Sp¥SE) — CARR A@*@ﬁ“’“’@é@*
(310 “Z000KG ) ~

~ ? S99 <F )

Neke: RS Hhewe IS shly SRe ¥ai merearidl, There i§ Re GUEStRA
of caléulabion oF Meleordlimise vaRance, Material subg Rt
Ve .

b |

From the following information, calculate Material Cost Variances -

Particulars Quantity (Kgs.) Price (% /Kg.)
Standard 5,000 50
Actual 4,800 52

‘ 3 = D0 X /A N AH8NG LIy Ta Ve \

[T Mater AIEss VERAREE = SpReR) — CABRAG 7
- s e daVYull=" e AR
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PROBLEM NO. 3 :

b

From the following information, calculate (a) Material Cost Variance (b) Material Prlce

variance and (c) Material usage variance. ﬁléa é&%ﬁ‘aﬁ Mgﬁﬂﬁ‘ m% M‘a’[@f‘iﬁll

Particulars Quantity (Kgs.) | Price (¥/Kg.) §Hb H%%@@
Standard : A 5,000 50 \Y&ﬁ‘&ﬁE@

B 3,000 30
Actual A 4,800 52

B 3,300 28

O ey dafa

Take the total of AQ consumed

% Pt

fr—mﬁﬁaﬁ@a& -

SG--e-513
0
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6) Imﬁ?@}_\pﬂc@} (Hckuul Y iefe ) ) 2P 5 LT S &)
8IS
TS0 5000 | 52 ;Lag?msg 3100 % 5/8
AP T 15 el = 506350 50
o %30 |3eep |98 | d3Nms |B100%Y8
Sl | 153s Bark = 305750 15ts

www.percepiforca.com

710



@ calcuiahonoh VaNENERS
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The standard material cost for a normal mix of one ton of Chemical X is based on -
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Chemical Usage kgs. Price per kg.
()
A 240 6
B 400 12
Cc 640 10
During the month 6.25 tons of X were produced from -
Chemical Consumption (Tons) Cost (%)
A 116 11,200
B 2.4 30,000
c 4.5 47,250

Standardis
58t for
1 toh of

?@EIm?egl %)

Aetiil cost

datafor
6 25 tohs

of stitptitof
Shemiedl X

Calculate (a) Material Cost Variance (b) Material Price variance and (c) Material usage variance.

@) Materid] misevariance (&) Matetial sub-(sxge variance

std.\
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-
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PROBLEM NO. 5

h |
S.V.Ltd. manufacturers BXE by mixing three raw materials. For every batch of 100 kgs. of BXE, 125

kgs. of raw materials are used. In April, 2018, 60 batches were prepared to produce an output of 5,600

kgs. Calculate Material Cost Variance, material price and usage variance from the standard and ackual
particulars for April, 2018 given below -
£ -
60X 2% = 750Ris3% o inpuit IS ¢sed 1 srodeesB00raY, e Sutptt
Raw Standard Actual
Material Mix Price per kg Mix Price per kg.
%o E§ % Ed

A 50 20 60 21

B 30 10 20 8

6

Rise ealigiste MatertaiMice, sub-j8330 VvarmEeS -

.

A
— Oy ks =R

Rew— 1~ 8P SQ AP A8 ,
aterdfs (sH. StemdeNe | 0 [cofsumed |/ standard Mk
\PE¥E) Taputfor \p\-ice } (gckuql | SF SENET g

el ) ‘j::’]ﬂj Kmm’m I° -30:20
SR 501012, T 2 A=Y W > N

A

e | 5 [o%nanl | g [00N0i | 7500 % 36/ 1p
= 1186% = 1B80kd_- 1%@9“
Tote 75005 758005 | 7560158

7790 UYKJO

SO (55, Of actu| 3

"P\‘I’IT
Q A RS o s
= BEOGSTT ~ 70001es |
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cal 6N )

s g 22— SO 15004

B (o x 2188 L) — (T8 X istRyas) = T 5 AR (F)

e (ES x 1&9@ 22— (BS x 180 o) = F 200W)
ES 8

E £ B )

B =i (31@@ -—aﬁeg),@; = T500p(F)

€7 ¥5 (1480 —1500) k=i = E S00°(R)
Total — = 14500 A

=5 (1400 — hﬁe‘e) = 3 mmg
oy

Total == 7060pA
. . @ S’Eéi‘. trandowd . Achua)
Materal Yield variance - ard=Agted
Gapipt T20)  Plo0kss Fio)* ﬂ.m\.n
= 406595 D %W@s
i Iagsﬁuf(ﬁt'l t E

N D ——



I\s"

i I

- CA Inter | Costing | Standard Costing
PROBLEM NO. 6 ( :tah\:t) ‘?@ - \

3 |HBBT' (1 foot = 12 inchi

Modern Tiles Ltd. makes plastic tiles of standard size of 6" X 6" X 1/2". From the following information,

you are required to calculate all variances for direct materials -

A standard mix of the compound required to produce anjoutput of 20,000 sq. ft. of tiles 1/2" thick] is as

follows -

Standard
set Rey
B 400 0.65 1-'3)0“0 sqgeﬁ'

C 500 0.40 dEgut

During December, 2018 eight mixes were processed and actual materials consumed is given below. Actual

Production for December was 6,20,000 tiles.@ AM|GH t
ATl WEE

Direct Materials Quantity Kg. Price per Kg. (%) -‘—

A 5000 0.85 Gu e jr:ikeg
B 2900 0.60 O S
C 4400 0.45 85%
O—ealeulation oF 2182 of 1 tile

= @ X @H =050 % 050

6 - 36 s§ inches - 5 53 féets
It = 026 s§-Yeets

éu (pls Note that 1 %afﬁet = J44 Ssa-i'ﬁ'éh@%)

8 by 3RO00 Neov ties
1 tlE = <o2s 5 feets
1 B é‘é‘?@@% sp feets

BY dalig <ress —rfititiplication

o - 388X _ aonos diles
LT 0255 S50 Hes
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i ” . N\
(i) ﬂqWW&q qFANCE = = 5
= %rq-o—eq-ese—h%-s—_seee—ha—%ﬁ—a—\s—eﬂa—
g+ F0.6S (3100 ke = 2900 Easy = ¥ 130(E)
c © T040 (7S s — 4400 keqs) = T 210(A)
~J ) S

Total = F3aS(R)
(i) Makevial Mg varance = sp (sv=am)
(] N 7
L we—@wmm_ - Z2 (ﬁ}
B To&s (3200 s — 29400 =S ) = T 2479
< J ~N
c i T040 (4100 as — 4400 t@S) = Fi2o(h)
Total = TSS (F)

(V) _Matenal svb-usaqe vaHaNCe = Sp (SQ-SM)

g1  T0.90 ((46SO FAs — 4A20 KAL) = F243(M)

B: TS (300 kms = 3200 kme) = FU7(R)

&4 045 (3975 g~ <4100 \aas) = T A0 (H)
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DIRECT LABOUR COST VARIANCES

Cost Variance = Standard cost of actual output - Actual Cost
= Std hrs x Std rate - Actual hrs x Actual rate

Standard Cost of Actual Output = Std. hours required for Actual Qutput X Std. Rate
Actual Cost = Actual Hours X Actual Rate

Analysis of Direct Labour Cost Variance :

i. Rate Variance = Actual Hours x (Std. Rate - Actual Rate)

il. Efficiency Variance = Std. Rate ( Std. Hours - Actual hours )

Sub analysis of Efficiency Variance :

i. Idle Time Variance = Std. Rate (Actual Hours paid for - Actual Hours Worked For)
ii. Mix or Gang or Composition Variance = Std. Rate (Std. Mix** - Actual Mix*)

iii. Sub - Efficiency / Yield Variance = Std. Rate (Std. Hours - Std. Mix)

* Actual Mix = Actual hours worked

** Std. Mix = Total actual hours worked revised in standard proportion.

Adverse or Favourable:

(a)In cost variance, if actual cost is more than standard, then the variance is adverse and if lower then it

is favourable.

(b) In rate variance, if actual rate is more than standard then the variance is adverse and if lower then it

is favourable.

(c) In efficiency variance, if actual hours paid for are more than standard then the variance is adverse and

if lower then it is favourable.

(d) Idle time variance is always adverse, because it is the time paid for without getting any output. It is

generally calculated for abnormal idle time.

(e) In mix variance, if actual mix is more than standard, then the variance is adverse and if lower then it

is favourable.

(f) In sub-efficiency variance, if std. mix is more than standard hours, then the variance is adverse and if
lower then it is favourable. This is because, the std. mix is calculated from actual hours worked for.
This is also called as net efficiency wvariance, for which workers may be held responsible.

Contact no.- 7774060125/126
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Illustration 2 : Calculate Labour cost variances from the following data : -

Particulars Skilled Unskilled
Std. time (hrs.) 500 500
Actual time (hrs.) 400 700
Std. rate (%/hr.) 15 10
Actual rate (%/hr.) 20 15

1) Total Labour Cost Variances = Std. cost of actual output - Actual cost.
Std. time x Std. rate.

Std. cost of actual output

Skilled 500 hrs. x¥ 15 = 2 7,500
Unskilled 500 hrs. x T 10 = Z 5,000
12,500
Actual cost = Actual time x Actual rate
Skilled 400 hrs. x T 20 = T 8,000
Unskilled 700 hrs. x ¥ 15 = 10,500
¥ 18,500

Therefore, Total labour cost variance = ¥ 12,500 - ¥ 18,500 = ¥ 6,000 (A).

2) Labour Rate Variance = Actual time (Std. rate - Actual rate)

Skilled 400 hrs.(¥ 15-%20) = ¥ 2,000 (A)
Unskilled 700 hrs.(R 10 -% 15) = 2 3,500 (A)
¥5,500 (A)
3) Labour Efficiency Variance = Std. rate (Std. time - Actual time)
Skilled ¥ 15 (500 hrs.- 400 hrs.) = 1,500 (F)
Unskilled 10 (500 hrs.- 700 hrs.) = 22,000 (A)
T 500 (A)
4) Labour Mix Variance = Std. Rate (Std. mix - Actual mix)
Worker Std. rate Calculation Std. mix Actual mix Variance
Z hrs. Hrs. i
Skilled 15 1100 x 50 % 550 400 2,250 (F)
Unskilled 10 1100 x 50 % 550 700 1,500 (A)
Total 1100 1100 750 (F)

5) Sub-efficiency Variance = Std. rate (Std. hrs. - Std. mix)

Skilled % 15 (500 hrs.- 550 hrs.) = z 750 (A)
Unskilled % 10 (500 hrs.- 550 hrs.) = 2 500 (A)
1,250 (A)

Analysis of Labour Cost Variances

Total Labour Cost Variance = 6,000 (A)

Labour rate variance = % 5,500 (A) Labour efficiency variance = ¥ 500 (A)
Co -

750 (F)

Mix/gang =

720
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PROBLEM NO. 7 :
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PROBLEMS ON LABOUR COST VARIANCE

From the following information, calculate Labour Cost Variances -

Particulars Hours Rate (3/hr.)
Standard 2,000 20
Actual 2,200 22

© colculation et Versmees

|) Labesty st vamanee = (SH % SR) — (AH paidl X AR)

= (2000005 X T 20 prhF) — (2260 MasX T 22 BEr )
= Z508m - TA840H= I84GRW)

i) Labpstr Rut® varame’ = RH paidfor (3R- AR)
= 23605 (320-£22) = T 1 400R)

i) Labsoor EAMAGAHS) varahes = SR (SH- AH Safitfer)
= =29 peactr (2000 -2200)hrs = 4689 (R)

G)_SHMMAN, ey et Taﬁah&@ 3&./50(R)

L} . \l/
Eﬁfmena' m'@@@w

From the following information, calculate Labour Cost Variances -

_ \
Rg%g = 2 Zf Z[’ﬁﬁfﬂ)
I
PROBLEM NO. 8 :

q

Particulars Hours Rate (%/hr.)
Standard 10,000 25
Actual 9,200 30

© calculationet vapismees

) Ea‘b%r %’T VarEnee = (gﬁ FSRO=CRHpai AR

T IS (1mﬁi‘?§ ¥ EQ@@@'@(E)
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PROBLEM NO. 9

b |

From the following data, calculate (a) labour cost variance, (b) labour rate variance and
(c) labour efficiency variance :

Particulars Skilled Men Un-skilled Men
Standard Hours 800 400
Standard Rate per hour 10 26
Actual Hours 750 500
Actual Rate per hour 29 7

Alse calculate Labourmise variance, Labour sub- SfICEATY
\mh%%

Contact no.- 7774060125/126

www.percepfforca.com 722



CA Inter | Costing | Standard Costing

70 kéy-data (R (AH) (59
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TREKIEE | = g A06 =7 0 SRR |
Tgﬂ\ 4!2@@ )I,Fi‘gg= i’gg
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Labsesiyr €ost Variahes
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AR~ SR : OVeESE RH B%/Iél > SH &ﬂ%’@@

ANL > SM * Adiverse Sl ye— SM >SH - Reivrsg
AM = SM -Faveurable gjmqs SM ~SH . Fayenirabls

WAYS  sH © Stiihasfer schusioutpdt

R el
prosem o. 10 EVRITTEMSSRT) o - hetathistedorked

From the following data, compute the labour cost variance, Labour rate and efficiency variance wage -

STANDARD - AlSB Ealctilate Lab%urm‘ﬂé, Toiee tithe, sub - &Ffi - varighce

Number in the Standard Gang Men 20, Women 10
Standard wage rate per hour T9 T8
ACTUAL -
Number in the Actual Gang Men 16, | Women 18

Actual Wage rate per hour ‘a‘ 10 26

AAAAAAAAAAAAA

Actual gang hours worked are 423W‘MG H\@‘uék% mnﬁtw ié"g 'E'I'I’ﬂ@ 6% %'hqf'g
o BT = 52, has wakefor < 40)
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_ lemdmrvaaalsiomedersyinben ASal ﬂwﬂ@w_%ﬂ
Eﬁﬁén Tai® i |Westorattel i | A e N
I LA P [l o
(=R ( 8H) (AR [(AFad) pppeied] (8K

= T X360 A3%16 A0 X16 [T360X 73
Vien | 8 o2 o N A O o

I I -~ I S -
- 1,360

Fotal—— {44058 *ﬁ?ﬁ "ﬁ@m
Take the totel-of actuat s \J/
wWerked & BTt 0 e

yatie of 8H (21)
—  Stahcfare output  Ber 5&@*’%? o units

arey has reguived for — 5460UNITS
aetual Gﬁit a‘b‘? 2460 UNITS SIS SETeiL
= 48Hr5

. standtard hrs for MEA © 48haB X 2ol = 960425
WorneR - 48nas x {BwoHER = 480RrS

) eslemlation oF Varignees

i) Labey st yarignee = (Bri% KD — CAH paidix AR
. (qeoms x T9) — (€72mR xFTlo) = < VARHE)

e 1 . (Jeors x ) — (756 b xZ6) = = §8E(A)

T@f&l = Wiﬁﬁ (F'I)

Men 672— h%& (%q Elb) = EG?.?_ (&)
Hﬁm 756 hR QEgﬁ Fc) = =i1s 93t

Tofal = & BAQCE
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s1o191d, = Iili'ﬂl;-li. ™) \'}‘gh'éh&% %R‘ gH AH VL '3

Meh ¢ 9 (Lo - 72 ins = 235830
i T 59 (90— TS5y WS = =3 388TH)

Tofdl — <3SBA\E)
V) Labouy WIS Varance (Gals, comBesEn vaRanes
= 3R (sW-AW)

Mep « =9 (906-GCecE — 640\) = TZ400(F

=

Tg*gl = S EED

@
o
=3t
a
<1

Labotr €ost Variance
= %1;‘2"?21(?)

= $693:33333(F)

Conlac l-nn 7"74 125 /1924
SO CTT1107 TZI97 TZO
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The gang of workers normally consists of 30 men, 15 women and 10 boys. In a normal working week of

40 hours, the gang is expected to produce 2,000 units of output. They are paid at standard hourly rates

as under -
Men...Z18; Women ...%16; Boys... % 14. g{m'éfgﬁj ég F&f@% Bﬁ.ﬁ-h?}{}f’

During the week ended 31st May, 2018, the gang consisted of 40 Men, 10 Women and 5 boys. The actual

wages paid were @ ¥ 17, T 15 and ¥ 13 respectively. |

Calculate labour cost variances assuming actual output during the week was 2200 units.

¥ Akl (iaAR YatBs JRt WOF Eompasition of 3ckual e,

SiEEare

3&&&“{5\‘%
Werkes —

(8Kh)
2200 X &

- = 1268
Women | 16 [ToaoUs xapge| 5 | 10 XADHS 13500 <3,

:W

- standayd 5010 RS o Men é@ xaﬁrhas 1\,@@!1?@
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@ ealcalation o varanees

i) Labotr ceost varianee = (SHX SR) - (RH A< AR)
an - (@20 hrs x T18) — (I60RRs x §17> <3438 R)
WSHan Ké@@ X «.er:s; = mssereﬁ—

Teté‘ z 3, 3 ﬁﬁ( E)

- ety

i) _Labtr séAARy vatiahce = SR (SH-ARdaid
Men zlg( 20 — 160 ht = T So4o(h)

MER - =48 Cizep — 1808) ot = 27566 (A)

Worfen - T16 (eoo — <400 ) ms = T3IIQ(F)
é&%% . &4 (4900 - 209) s = 1‘—.2800(1:)

pfal=_ < 12DDA)
y) Labotir sub-&fHEIEACY mme@— SR ’:\\sﬁ-sm
Meh - H% (7820 — ™D =760
WaRE 660— 600 Hes = = 840 (F)
—Wﬂﬁ—%ﬁﬁg — 40p) ks = T 566 (F)
—— Totl = 3 53p(F)
®-8Y | ignes = 24,
pale 33355 (F) ErferHey = 22480 (F)
Cpriactror—L14060126/224
m‘;o

= 208 (A)
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VARIABLE OVERHEAD COST VARIANCES

For calculation of overhead cost variances, first we have to calculate the standard rates of recovery of

overheads as follows -

Standard Rate of Budgeted Overheads
Recovery per unit (SRR/unit) = ————-------————
Budgeted Output

Standard Rate of Budgeted Overheads
Recovery per hour (SRR/hour) = ————------c—o—— .
Budgeted Hours

Overhead Cost Variance = (Actual Output X SRR/unit) - Actual overheads
Analysis of Variable Overhead Cost Variance:

(a) Expenditure Variance = (Actual hours X SRR/hour) - Actual Overheads

(b) Efficiency Variance = SRR/hour (Std. hours - Actual hours)

Adverse or Favourable:

(a) In cost variance, if actual overheads are more than standard, then the variance is adverse and if lower

then it is favourable.

(b) In expenditure variance, if actual overheads are more than standard then the variance is adverse and
if lower then it is favourable.

(c) In efficiency variance, if actual hours are more than standard then the variance is adverse and if
lower then it is favourable.

Illustration 3 :

The following information is obtained from the cost records of Unique Ltd. which uses Standard Costing
System. Calculate the Variable Overhead Cost Variances.

Particulars Budget Actual
1. Production (units) 4,000 3,800
2. Labour Hours 8,000 6,650
3. Variable Overheads (%) 12,000 12,000

Solution :-

i) Std. rate of recovery per unit (i.e. SRR / unit)

Bud. overheads 212,000
e = e = ¥ 3 per unit.
Bud. production 4,000 units
Bud. overheads 12,000
i)SRR/hr, = ———————— = ———— = ¥ 1.50 per hr,

Bud. Hours 8,000 hrs.

Contact no.- 7774060125/126
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iii) Budgeted output is 4,000 units in 8,000 hours, i.e. 1 unit requires 2 hours.

1) Total cost variance

I

Std. recovered overheads on actual output - Actual overheads
(Actual output x SRR/unit) - Actual overheads
(3,800 units x ¥ 3) -¥ 12,000

211,400 - 212,000 = % 600 (A)

2) Expenditure variance = Std. overheads for actual hrs. - Actual overheads.

= [(Actual hrs. x SRR / hr.) - ¥ 12,000

3) Efficiency variance

[(6,650 hrs. x ¥ 1.50) - % 12,000

¥9,975-%12,000 = % 2,025 (A)

SRR/hour (Std. Hours - Actual Hours)
¥1.50 [(3,800x 2 hrs.) - 6,650 hrs.]

¥1.50 ( 7,600 - 6650 hours ) = ¥1,425 (F)

Analysis of Variable overhead Cost Variances

Total cost variance = ¥ 600 (A)

Expenditure = ¥ 2,025 (A) Efficiency = ¥ 1,425 (F)

Contact no.- 7774060125/126
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PROBLEMS ON VARIABLE OH COST VARIANCE

PROBLEM NO. 12

A From the following information calculate the Variable Overhead Cost Variances.
Particulars Budget Actual
1. Production (units) 10,000 12,000
2 Labour Hours 15,000 16,650
a2 Variable Overheads (%) 30,000 32,000

0) ealeulation oF standhrd rates of asgudy (8- R-RY

) SRR py. = (Bidgeteuvatiable BH ) _ (T 30000
| CBldgeeaoumpat /&S @zsjﬁ
= E3 pn

i) SRR gwhr = Bagetevariable OH 30000
) e {\é?"dﬁa'é‘tee% IEaB?J‘c}rh‘ré) (7%97

= 1"56 M5
st i
7 Budaeked o — 5O00R's
b, = -um’qm o0 caeniA FEE

(§§x R066UNIS) — = 33500 - 4000 ) |
i) variable oh émﬁmvamﬁe% (‘""“"* X &"g ) —(ﬁ%ﬁ)

= T 2,786\?)
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PROBLEM NO. 13

h |
The following data is obtained from the books of manufacturing company regarding variable overheads.

Calculate and analyse the variances.

Budgeted Production for January 300 units
Actual Production for January 250 units
Budgeted Variable Overhead 27,800
Actual Hours 4,500 hours
Standard Time for one unit 20 hours
Actual Variable Overhead 27,000

) caleulation of Standard rates of fssvary (SR-RD

) SRR = (&Té&%ﬁ%%vaﬁﬁabﬁeH \ _ (27,8 \ -2
N T A v I A

’ i dedvariable 0H O\ _[F 7,800 —
SRR f Sttqesy Labourhrs,/ \%ch%@m'“&) ﬁ
G
SRy _ [ SRR pY N_ %26 _zian
\ std-has BiR- / 20h25 BRF A

m) Variaple on réﬁ?aféﬁ‘&\)‘a’ﬁ‘ah%% %’ﬁm —RE)
= F430 \ (20425 % 250 units) - ﬁss@oaway

—
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ol

VarTable oH Eost \‘/aPFé‘Hé@

. llr*l..t =1

uaxdble o L.]\

= (S%BMXX'@@ ) ~  }dmiand ")

(

(SRR Serhir * Staaspt X ASaIGUID

) CAGtUAIV OH sstuited)

= (oRR perby X SH) =

(ALY O Hostinsuned)

ACkual L\vc < {ackual V.oH \ y ) |
ftp Ui izashiir |~ (@thleter] | ... [sinsx e — AH)
i !3 Ea&uu\u o’ | gear @
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PROBLEM NO. 14

X From the following data, prepare variable overhead variance analysis.
Budget : @tﬁhéﬂ?ﬂ%’) Actual :
Production = 2,500 units Production = 2,000 units
Hours required per unit = 4 Hours = 9,000
OH Rate per hour =¥ 1.70 Variable Overheads = % 14,250

(O cabulation o standerdl rates of pscavAn; (SRR)

SRR PU = SRR D& W X SEIhas po = 21707 < A 1S
= T80 B
@ calcalton of varances
i) varable OH €ost varlanee
- (sRR Py xm@uwﬂ“ ) - (Aeiwa Vanable B G )

i variaBYe o ExpeRditare variance '
= (oRR po Yok ecal ot ) — (ABkudv R eos eames)

= (3470 9000425) — & 12,350
= H,@g@(ﬁ)

iii) varable oht afficieey varshe?
- <BR .m.h*f (‘éH B\H)

() SHMmMETY. V OH Cost variance - =650(A)

Contact no. - 7774060125/124

Expenditrt—=To07F) Eficiancy = 21,7 O A)
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FIXED OVERHEAD COST VARIANCES

= Standard Recovered Overheads on Actual Output - Actual overheads

= (Actual Output X SRR/unit) - Actual overheads

Analysis of Fixed Overhead Cost Variance :

i. Expenditure Variance = Budgeted Overheads - Actual Overheads

ii. Volume Variance = SRR/unit (Budgeted Output - Actual Output)

Sub-analysis of Volume Variance :

a. Calendar Variance = *SRR/day (Budgeted working days - Actual working days)

* SRR/day = Budgeted Overheads / Budgeted working days

b. Capacity Variance = SRR/hour (Budgeted Hours - Actual Hours)

Note : If there is a calendar variance, then the budgeted hours shall be calculated w.r.t, actual number of

working days.

c. Efficiency Variance = SRR/hour (Std. hours - Actual hours)

Adverse or Favourable :

(a) In cost variance, if actual overheads are more than standard, then the variance is adverse and if lower

then it is favourable,

(b) In expenditure variance, if actual overheads are more than budgeted, then the variance is adverse and

if lower then it is favourable.

(c) In volume variance, if actual output is more than budgeted, then the variance is favourable and if

lower then it is adverse.

(d) In calendar variance, if actual working days are more than budgeted, then the variance is favourable

and if lower then it is adverse.

(e) In capacity variance, if actual hours are more than budgeted, then the variance is favourable and if
lower then it is adverse. It is a capacity utilisation variance. If actual hours are more, then the capacity is

better utilized and if actual hours are less, then the capacity is underutilized,

(f) In efficiency variance, if actual hours are more than standard then the variance is adverse and if lower

then it is favourable.

The recovery of the fixed components of the estimated overheads depends upon capacity utilization.

In case a company produces less than the projected utilization it shall not be able to recover all the budgeted
fixed overheads. This unrecovered portion is known as production volume variance,

The other variance is because of variations in actual spending when compared with both estimated fixed and
estimated variable overheads. Such a variance is known as overhead expenses variance.

Contact no.- 7774060125/126
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Illustration 4 : The following information is available from the records of a factory :

Particulars Budget Actual
Fixed Overheads for June (%) 10,000 12,000
Production in June (units) 2,000 2,100
Standard time per unit (hours) 10
Actual hours worked in June 22,000
Compute -
i. Fixed Overhead Cost Variance ii. Expenditure Variance
iii. Volume Variance iv. Capacity Variance

v. Efficiency Variance.
Solution :-

Std. rate of recovery per unit (SRR/unit)

Budget overheads ¥ 10,000

= —————— = ————— = I 5 per unit
Budget output 2,000 units
Std. rate of recovery per hr. (SRR/hr.)
Budget overheads 10,000
= —————— = —————— = ¥ 0.50/ hour

Budget hrs. 2,000 x 10
Input output ratic = 1 unit requires 10 hrs,

1] Total cost variance = (SRR/unit x Actual output) - Actual overheads
= (¥ 5x 2,100 units) - ¥ 12,000
=%10,500-% 12,000 =% 1,500 (A).
2] Expenditure variance = Budget overheads - actual overheads.
=% 10,000 -% 12,000
=¥ 2000 (A)
3] Volume variance = SRR/unit (Budget output - actual output)
¥ 5 (2,000 units - 2,100 units)
¥ 5 x 100 units = Rs. 500 (F)

Il

4] Capacity variance

SRR/hr. (Budget hrs. - Actual hrs.)
Z 0.50 (20,000 hrs. - 22,000 hrs.)
Z0.50 x 2,000 hrs. =% 1,000 (F)

5] Efficiency variance = SRR/hour x (Std. Hour - Actual hour)
0.50 x [(2,100 unit x 10 hrs.) - 22,000]
= 0.50 (21,000 - 22,000) = ¥ 500 (A)

Analysis of Fixed Overhead Cost Variances
Total cost Variance = ¥ 1,500 (A)

Expenditure = 2 IZ,(?EI%n(tﬂC\Y;'r no.- 7771%?8#1%5['%2;00 (F)

Capacity = ¥ 1,000(F) Efficiency = ¥ 500(A)
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Illustration 5 :

Vinak Ltd., has furnished you the following information for the month of June 2018 -

Particulars Budget Actual
Output (units) 30,000 32,500
Hours 15,000 16,500
Fixed Overheads (3) 45,000 50,000
Working Days 25 26

Calculate Fixed Overhead Cost Variances.

Solution :- Vinak Ltd.
Working notes :-
1) Calculation of standard recovery rates :-

Formula Std. Recovery Rates
Budgeted OH 45,000
SRR/UNit = =-ssemmmmmcmcmmmccoceas | e = %1.50 p.u.
Budgeted Output 30,000 Units
Budgeted OH 45,000
SRR/Hour =  —---smmmmmmemmcccceeee | e =3¥3.00/ hr.
Budgeted Hours 15,000 hours

2) Input output Ratio = Budgeted output 30,000 units in budgeted hrs. 15,000 hrs.
Therefore 2 units in 1 hour

Fixed overhead cost variances :-
( Actual output x SRR/unit ) - Actual overheads.

= (32,500 units x ¥ 1.50) - ¥ 50,000
248,750 - 50,000 = % 1,250 (A)

1) Total cost variance

2) Expenditure variance = (Budgeted overheads - Actual overheads)

345,000 -%50,000 = %5,000 (A)

3) Volume variance = SRR / unit (Budgeted output - Actual output)
¥ 1.50 (30,000 units - 32,500 units)
¥1.50 x 2,500 units = ¥ 3,750 (F)

4) Calendar variance = Std. overheads per day (Budgeted working days - Actual working days)
345,000
= —————— (25 days - 26 days) =% 1,800 (F)
25 days

SRR / hr (Budgeted hrs. for actual working days - Actual hrs)
2 3 [(15,000 hrs. x 26 days/25 days) - 16,500 hrs.]
¥ 3 (15,600 hrs. - 16,500 hrs.) = % 2,700 (F).

5) Capacity variance

6) Efficiency variance SRR/hour x (Std. Hours - Actual hours)
3 x[(32,500/ 2) - 16,500]

3 x (16,250 - 16,500) = % 750 (A)

1

Analysis
Total cost Variance = % 1,250 (A)

Expenditure €ontact no).- 7774060125/4 268,750 (F)
Calendar = ¥ 1,800(F) Efficiency = ¥ 750(A) Capacity = ¥ 2,700 (F)
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PROBLEMS ON FIXED OH COST VARIANCE

PROBLEM NO.15:

=

From the following data, compute fixed overhead cost variance, expenditure variance

and volume variance —

Particulars Budget Actual
Output (kgs) 25,000 31,000
Fixed Overheads ¥ 37,500 ¥ 38,000

() ealeviation off standard até of }rgge) Eéw (SRR)

SRR Py unit (g3 =

(237’S:0°h S> = sisopgumitly)
3D
oo Eas

i

II) Fixed oH E?b‘éhéh’wf%\yaﬁaﬁt‘é
= BUSdEy TiXed oF - ASwal FiXed o Costincarred

- 337,500 — 38000 - = 500N
i) fixed of velume Vatianic® = SRR py (BO-AO)
= 2150 (35000 TT0IsH) = 5680 F)

Fixad oH ¢ost variahee
= E&B00CF

------

= 53@9[,3\) = ST
:
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PROBLEM NO. 16

h |
From the following data, compute fixed overhead cost variance, expenditure variance and volume variance

Particulars Budget Actual
Output (units) 15,000 21,000
Fixed Overheads (%) 9,000 9,300

\ @aﬁ@&% aﬁfb%ﬁ /)

( ?M_.M,
\ﬁﬁﬁ% units T

L B

elation o varianees —— —
i) Fixed oh ©ost vapiahee = LPui Xm@@t) (ﬁa’lw nied

= (Fodo x 210006N(t8) — TGARP - 2330p(E)

i) ﬁw 'ng Expehdittire varance ,
= 4 Fixesd oH - Abuwal Fixed 3 costincurred

= E@\ﬁ@a ‘&g\é@% =300(4)

= ¥©6@ (’r%ﬁ?s?s 31600) Units

Yy v _— iy &

= 73600 (F)

Eixad o @it varianee
= =338%(F)
|
N v
Expefiditire Volime
= 7366(R) = 23600 F)

Contact no.- 7774060125/126
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(V1)

SV Limited has furnished the following data. You are required to calculate fixed overhead cost variances,

Particulars Budget Actual
Production in units 20,000 22,000
Labour Hours 30,000 31,500
Fixed Overheads 30,000 31,000
WB}E.‘@“ dz% 30 28

 — (Buaa\@\-eo& Fieedad ) _ T30000 L
i)%ﬁo \ Eu&a@ed QW / ;_o)oqc\un‘r@ Twum

Ii] =S¥ Berotr= @g{gﬁlb&éﬂrﬁ?&)
.. stancird laboue has - = (SRR Py /%RIQB"é?hT) = y'Sohts

contact no.- //774060125/126
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_ (ASr Fireed oH et ifsuired)

— =

I

688 = =3805CE)

!

Fixed OH Expenditure varance

Fixce

| OH VolumeVanare

(@L‘Ilé‘aglte‘i Fixed oH - et Frx@é@Hl) SRR (BO-AB)

: - : 1
Hired on . e Fixed B
calenifer capeity— —éfﬁtﬁﬁﬁﬂu ‘
Véﬁéféé@ ﬂ VaraneR VaHaKnes
SBR W. B W. - SRR >3 o SRR N

- 1o00/30-28) dsys |°F %’@g Argg| | = F1OO (1-59"??@@9""“!"‘9}
1 zap08(A) L |~ 31/500u9

T )

AW S BW- .«
ay'sFalis~F—

= zon(33ues 357

= =3500(F)

RH = BH ~ F - 15007
) o T o RH>%H‘-J§{
A B A SR VR

PROBLEM NO. 18

b |

Tenday vaiahca & caluiaE
It ea 3 1%}' a&a fﬁ@ﬁ

b‘r&%@s

wy Q‘r

HagEed Vs
~  gdiust Bidgstgy hetirs 8l \Working o
From the following information, calculate fixetf'and variable overhead cost variances,
Particulars Budget Actual
Output (units) 12,500 13,400
Hours 75,000 80,000
Fixed Overheads () 1,30,000
Contact no.- 7774060125/126
Variable Overheads (%) 37,500 40,000
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@) Fixsd overheads
'» =1 EA 1A 2 AT ] FC @) V-

10 O S

= <9 BPM-

A ,WQM%’EM Fixsd oH \: -'51!&%6%%
= Siiged s/ 75550h

= T 1-6666666 R¥Y WUOF
SR .  T\O — g hto

= 'iEBi'Jl
i e ( Bilgabe ool gy
: \ @L‘lﬂ‘a&li%% 5&&)\6—3 / 12 500 v
S —Caleutationof —verianees

i) FiXéd OH cost Variahee |
= ( SRR R x actual sutptl) — (AstuaFideetoH wsfmub@

= (=3gx 43 44punits) — F43p000
A5 ‘

i) FitiEed o _&XpeRdture VARanEe |
= Bidgsiey T BH -WF%@&@H \
= =1350pp — 2136000 = T 5000'\A/

'l'l'l) Fdeedi o valiwe variane® ,
= <pR by (BO-AO)= =in(4358H 13.400) units
-~ 90007
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= TEAARAD
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= TF333333%5(F) = 666 .666666\F)
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= (SRR P¥. X ACIAIG

- (3> 13aewinits) — T40,900
= = 200 LF)

= SRR thfk sH- AH)
% P50 \ (6has * 13 4ppUNIES) - maa&*%j

1

= 2200°(F)
&) simifary

variablé on ‘eost varafce
3560 F)

fl

J
EXBERURGTE = TIE

AV
Erferaiey = £ 200(F
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PROBLEM NO. 19

A From the following information, calculate Fixed and variable overhead variances -
Particulars Budget Actual
Production 4,000 units 3,800 units
Fixed Overheads 240,000 ¥ 39,000
Variable Overheads 12,000 ¥12,000
Hours 8,000 7,000

®) Fixed everhe@%l%
Statidard m%8§ @% ¥ecavey C@?«R)

i ——=—{Btifgeted TIX0

SRR < PR} mtbﬁf

- [Ta0p00 3 i
\ ; units N '

Contact no 7774

m&aﬁ Fixad FEERRIOH

= *&%ﬁ@—%@;é@%z =4.88%F/
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i) Fiveedion velting aHanee

= SRR g0b-  (BO-RO)
= T (me@unﬁ% 3860 UhtS | )
= %3883(R)

W)  Fived o egﬁge‘m VaraHse
= SRR pyrhr ( BH-AH)

¥) Fiked o &%FAWN, NS
= Sﬁﬁﬁé'f)ﬁ’r(ﬁh‘ “BH)

= IS rr 275 X 38RHNITS) - 7000ka
= E§5 (7%@6&2% z@amas)

= 33665 (F)
@) SHKIAAMY

Pirsd 0H ost VaraAes
= =ppo (R)

I 3
Eepshdiiies = 1ae0(F) volihe = T268p A

- i3
s it 4 Efticiafhcy
= T5000R) = 3000 CF)

O ealéulstion oF standard Yatés of SSavgry (SRR)

[eco

D seepy. = <§&a§'g{g‘é variablé averkeads ) - 13609
Budgetey BUTpUt

J Ro6bunits
- E3PM. .

i) SRE s b = (SRR BA- ). 58
\ﬁﬁih‘aﬁp?a‘é / 2

2 has
www.percepfforca.com 747

= TLEe B"éYhV



@) ealtulatioh of Variances

i) varishle on st VARSRER

i) variabie o @méﬁm VaRiareR
(SRR BYr hr x ackusl hrs) — (ASkeal v-oH Bt lmﬂﬁﬂéd)

/ .

e 7995, ~) ~ 12,500

= (§3 x 3566uNits) — E 3,600 = =500 Q)

i) varisthle o eftisensy verahe = ste  (sH-AH)

o S il 7 ooo h33 W
== | S0 units —1951pm |

= 2 (2800 units - 35000nits) = =gop(F)
©—stittitttary

Varisi5ie ont cost Varanee = T60pA)

1
~/

Expenditire= = 1500 A)

~

Efficiafcy = = 900(F)
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PROBLEM NO. 20

b

A company produces Single Product from Single Material.

and furnishes you the following information -

You are required to compute the following variance -
a. Material Price Variance
c. Labour Rate Variance

e. Overhead Efficiency Variance

CA Inter | Costing | Standard Costing

It operates a standard cost system

PARTICULARS BUDGETED ACTUAL
Product Units 8,000 6,000
Materials -

Total Quantity - kg 16,000 13,000
Total Amount - ¥ 32,000 27,300
Labour -

Total Hours 2,400 2,000
Total Amount - 2 3,000 3,000
Variable Overheads

Total Hours 2,400 2,000
Total Amount - ¥ 2,400 2,200

b. Material Usage Variance
d. Labour Efficiency Variance

f. Overhead Expenditure Variance

© Mipiserial Ssst Variahe®
- Q‘é% £88) — (APY A8 é@hgum@ﬂ)

= T32000 ( 16000 k48 : @Hh‘ﬁ) _{ *;13:0 x13100;
\epcmgs \ Sa0q unHs \ it

E.

2241000~ =27:300 = <3300 \ﬂ)

&) Material price varianes -

,&m@@ﬁ AP)
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@) Materid| usage variahee

- sp (%@ méshsm@ﬁ)

) Laboty €0t Variahee
= (SH¥ 3R) - (RH paid X AR)

( 1800425 X T 435 B‘é*fh%l?r) (2000988 * F156 By )

3383~ T3gpp = = 750 (A)
L, L9V e A

I

= 000Ma5 (71 25 - 7150) = X560 (A)

i) Labistir Sfidshs), vatiahes

= 5B (aH AH @m&ﬂ

O %ﬂ@ PU. - Standard vate recoyery P-%5°
= Budgetes Variable OF / Buageted outpuy = \mr— )
= =036 PY-

SRR Rg\cwwr = stahdard Yat€ of mm\fgrtg, B Hour




@) i) variable on' eost varahce

= (SRR b xAtHIGTpt) — (AckwalV O codt incued)

20 = TAQADA

i) vaniable o expendiitire VATIANES
- (sRE por v~ actm) hrs) — (AGHEAI OF eodt modred)
(£ % 2o00ha) — T3559 = 2266 (R)

t
T
Y
»
>
r
D
i
f
I
(=]

Qe &IVVJ

i) varEble
= SRR parhr (SH-AH)
= 1 (i800h25 — 2000k )
= 7260 (A)
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PROBLEM NO. 21

X The following standards have been set to manufacture a product -

Particulars z

Direct Materials :
2 Units of A at T 4 per unit 8.00
3 Units of B at ¥ 3 per unit 9.00
15 Units of C at ¥ 1 per unit 15.00

Direct Labour 3 hours at ¥ 8 per hr. 24.00

Total Standard Prime Cost 56.00

The company manufactured and sold 6,000 units of the product during the year.

Direct Material Cost was as follows -
12,500 Units of A at ¥ 4.40 per unit
18,000 Units of B at ¥ 2.80 per unit

88,500 Units of C at ¥ 1.20 per unit

The company worked 17,500 direct labour hours during the year. For 2,500 of these hours the company
paid at ¥ 12 per hour while for the remaining the wages were paid at the standard rate. Calculate Material

Price and Usage Variances and Labour Rate and Efficiency Variances.

Alse callulaté Material cost, thid, Sub- j§588 Variafces,
tabour <ost Variance -
®) Material

Q ey Hefa il oiek_Si

Materials ;i é? " :ﬁgﬁi*ﬂ %’ %ﬁ&%l miw Mise | ?j‘
W\ fn.n.:: .%‘ r
§p)[GHpHt UM (g [eonsme Sy
R ‘

Ml B

3units X 6000 | 289 18,888 190005 35

= 18,589 T =%

ISunils X 6900 |\ 18000 % 1544,

e | Contﬂ@a%féémosm ;5'?86 §§3%_ijg
Totsl | 1159,000 118,608 | 9
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@ caltulstioh of varianees

CA Inter | Costing | Standard Costing
) Material eost variange = (spk $8) — (APX A é@ﬁs*m
A -

(%3 x 1%%%[9!’\?’6%) - (24406 13, é@%ﬂnﬁ‘t&) = 37@@(}&)
B - ( E3 *© 1%‘,6% Uﬁftfs) = \2259 N+§,@%w =

Total = =134 R
i) Matetial price variatiee = @)@w(g»g -AP)
A - 12,560 units <?ﬁs T446) = T56p0R)
B - 18000 an BO) = *§:é%%)(5)
¢ . 88500 units CFi - H‘E@j—ﬂmw
Total = =1916pA)

i) Material j5ae- varance =

Sp (58 AT éeheued)

otal = < 500 (A)
V) Material Mise varahce =

&p (5M-AM)
&1 =4 (1B — 12800) thits = =348p(A)
7850 ~ 15000) 0nts = € 456 (A),
s A = - £
Total = < 7400.A)
v) Materal sub-ysaae variance = §p(58-SW)
A: T4 (Beph — ﬁ,@%) unils = =400(F)

B: 3 (18000 = 17850 ) units - =450 (F)
o500 — &G 350 WS = T 750(F

¢ . 1 (50 50(F)
Total = 31668 (F)
® SN Malterid) eosdt varianeR = <1860 (R)
MW) USTJa% fgw&)
e
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@) Laboar
Mﬁ of Vaﬁéh%%%

SR ENT YVariaes

(sH % sB) — (AH pafdl X '%P«)

.
@Wép?dg X GO0BIP @ _ (s QM)]
= (1gonphas x38) — (T'56068)
= T{HAM0 - T43[008%0 = TEORDW
iﬂ Labotr  Ralg yapieiHER
AH paid (SR-@AR)
3.5aphrs (¥8-F1@) * i5AqHhrs (T8 - %)
Fiposa(A)

IU,\I\I\I

i) Lebir sAtigishsy varamce
sk (sH-AH)

I

tl

t tl n

" (!

Bleass Net€
SH = staidard labour hours for setial ouftt
AH paidl = At labour hrs paidter

AH worked = A&t laboir hrs worked for
SR = stahdard wage et e Holr
AR = Acttal wage

§f = Standard mite f actual hrs ke
AM = Aetudl fabour has WOTked
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Jumbo Enterprises manufactures one product. The standard cost card for the product is as follows -

Particulars T /unit

Direct Materials 0.5 kgs. at T 4 per kg. 2.00
Direct Wages 2 hours at 2 2 per hour 4.00
Variable OHs 2 hours at 2 0.30 per hour 0.60
Fixed OHs 2 hours at ¥ 3.70 per hour 7.40
Standard Cost 14.00
Standard Profit 6.00
Standard Selling Price 20.00

Budgeted production and sales were 5,100 units.

Actual results for April, 2018 were as follows —

. Labour hours paid for amounted to 8,500

Production of 4,850 units was sold for ¥ 95,600.

Materials consumed in production amounted to 2,300 kgs at a total cost of ¥ 9,800.

hours at a cost of ¥ 16,800. (Wﬁ}éﬂ}ﬂém%%

Variable overheads amounted to ¥ 2,600.

Fixed overheads amounted to ¥ 42,300.

You are required to : -

(a) Calculate all variances.

sbroral idié
of 566h3s)

(b) Prepare an operating profit statement to calculate actual profit earned during the month.

() Stantard st card perunit of outptit

PAFHIHIAFS

gt ()

@ mem PP RIS

28R

‘% 9= 0- §a|§38 B4 -Bfoutpiit

400

(o) —Drrech —\Labowr
—SH=—2has S ou

© %ﬁéfbt@ @\wemea@ls

0:60

SRR PM-=

FTR7IQX %has; 758

= 27-A0p Y.

aritptl (bted) | 106

% Bﬁé@gcuzt no.-

7774060125/126 297-610
@) Serded prdft prent (F-€) %00
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@) caleulation of verigness
o - \Y N
- (2py Q) — (APE AQ consumed)

- \-%gg_gé;l% X (9:5@.@26%_-"%5@)_ - T8888

= (¥4 Békg < 2425 i
i) Matenial prics Vemanee -Mm@ RE)

i

= 34 R (@ 5@8&&%‘4‘8%?5’0’#1‘&%) %§Gb@3
= 2 ( 429kds 4 i 4

iV)  Eabetf &=t RFENCE 3variance method
= (8H X sR) — (AH paie* BR)
= | (2hoBpt X ARSONRIS) é’h — TipED

»n
(979@&% XE%B%W) ~ T80 - ?21688\9

t

"

@ a i (?% X 16,800 \

2500 has (T2 - € Pr.@?@ﬁ?%@é?@) = T206(F)
Vi) Labeir dIe € VARIARER

= 3R (&H paaﬂm &H wrs@d#gr)
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vii) Labetly SRIAAHSY varahe?

= SR (‘SH- AR werked for)
= =3 perbr (97pp hs - 84000
= T3489(F)

il Vvariabl® oH ‘csst Varianeé | .
= (s R p-> Actudl autpit) — (At OH EESHINEHIE

QAR
[ 0 -
\J U

— .,. N A XK a=A MNTTS
U.OC A Ve e = =

= TZG(F) ‘
iX) variable ©H expenditire variance '
= (SRR & * ACHIES) — (RSt V-OF eosTimarEd)
= (:E 9:30 X @5@@?‘?@3@) - 5?,6@‘6 = =s50(R)
% Varable okt eﬁmﬂ'zﬁ@ w?m)ﬁ AEE
= =39 (97904%% - 3500 hre) = T360(F)
Xi)  Fied ' , |
= (omk b = Actes outpt) - (AT =5 BH 9st)

= (3740 #Z500NS) — 73,50
= z&Mp)

& , > Py AW > varidRRA
(ad _‘eon'  exYnpeno .i! o \/Aariance

= Bugaeked Fixad oH)— (ACual Fpeed il WEY
[ IOUIUI\U @ " ua c "-‘.@ -
A N

tf
|
/]

T

-

= def B TRl o WL
_oE R 110956 ) — (A6ke) THERY oh 98T

= (T7409% §Wﬁiﬁj - Zlfif,é%@
= 337746 = ’.éa@oso!zs,ﬂ.zs
=, % 75680
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Xiil) Eixsd oht veilime Variahes
- SRR PU- (BO-RO)

_ = 7740 (5160 bRIE - 4859 Gmits)
4,859 (R)

LM_@MH_@B%%W Varianee
SRA S (B - &H)

= 2375 |( 2 s X SI00UES) — 85068 |

—
3700 (15200% ~B600475) = T6,390(R)
XV ) qua@@di ot BFCTBALY Varianes

= MW (‘éh‘ ﬁ\H ®%ﬂé|)

i

—

Xui) __sales valug Vatianes
( BED RU- X BEH) — (Rsppis * ASH)

(1-').

< z%?mﬂhﬁ%}"—_&é%ﬁ@
5400 A
oo BREE  WATIANCE
asq (BSS by - ﬁgggut)
QO
4350 wnits (F20 — é&,owﬁ/

4850 anits (22— < 197134062061
%4 48p(8)

—
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tho|rl
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8) sy Brdfit Statentértfor the montt
vearticHiars At (ED | At (F)
€ ASumisale Yaiue 95688 |
© Ak Tots) tosdr 71,560
i) Diredt Mg 4,860
in) @Wé%!‘t '—Lca’b%iﬁﬁ‘ 16,800
7y 7600
1) Fieed overheatss 17300
®  ppdf - velume Yamaes Q4 58%)
E&hﬁfﬁfﬁ(ﬁéﬂ -ASR) ’
- £6 (5100~ 4850)UNITS - 1500A)
@ ndavd pProlit QSSI 486
- e i
\O/
) Tabeur wmwm “ro0
— - EabotrSriEERcy varariee—— 3461
M#vsﬁab&mﬂmdm@ varianee | (56)
Vi) variabledr Srficiaricy variahce 360 .
viii_Fixed o éfﬁ@ww% varance | 4560
() FEidede o Pt ~ j'r;jrﬁ?’\
el gt SRl 465
@) Aetwial Geratiffy prdfit for the 35190
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©  profiy varanes

Sidgeted profit - Astwal prof
(stdl Hrot oty XESER) — CACHE) wﬁfm—@W

- (EG P'W X 5100 UMD — 34400 = = 6,500

I —
—profit res BrofT (R
—variance

Varance
- bifff - é"fm{iﬁ§@-ﬁ§@)

By ;
=6 (5100 units —ﬁ'é%)

r

N/

b "4

|

oSt price  seiipgor
.

i~ gy = 150000

m@F@aﬂﬂ' AR oy \6%%*94 % Fixeed @% Bt
wgm%— 1%&&) varisice  <O% Y varianee= 6 41p\A)
= 26000F) i )
price_ lﬁalé@ R 1] Elependitue m@mg
~608A =500(F) L, So6d) 360 -gmsnin) 1amei
mm@ .
200(F) tiHe  g400 F) A J
1000A Capally Eefiiuncy

628080 = 4446 (F)
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PROBLEM NO. 23

A Forjmaking 10 kg. of CEMCO,|the standard marterial requirement is :
Material Quantity Rate per kg (%)
A 8 6.00
B 4 4.00
During April. 1,000 kg of CEMCO were produced | The actual consumption of materials is as under:
Material Quantity (kg.) Rate per kg (%)
A 750 7.00
B 500 5.00
Calculate Material Variances.

Qe deta
Raw Stahdard |Stahdard | ACtuaBricRl skl |Stahddimise

el | priceper |BYINPUT | S2A E) |Quanitiy eﬁaﬁww
(%\g%ﬁﬁg@? (AR é@?i“q‘??'?

(8) R @mﬁ?’%

S s X (000 250 X 2/3
) .00 v“’g@ | 780 | 750 |- gamsasais
=800
B 2406 4—@*5" 02| 500 500 250"/
- = 666666

Tot | 1260 1950 | 1,250
Tor ok VaraRees

( TC X Roo ko) (?7 X_7S0 InoLg\ - ?qso(ﬂ\

(B s o0 S~ (o so0 98 - zasom)
Total = 43850

m Malerill gpice varanes = Adumsaned(58- Ap)
750k (26— ETT IR

E‘: 00 [Kg% (ZA-ES) = Tsee (1)
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- ] :.: hidy U & \

iv) Materdl Mige vamehee =  sf (SKI-AN)
TG (33333333 — 75‘3 s <00 ()
E’ T4 kﬁ‘1é6€696€é6

Total = % h@é-@@é@é (F)

AT T6 w@@ RYS — 333333 @g) = 3360 (B
B =4 (2% Kag ~ ABEEE6 [35) - = 66660666 V)

Total =~ 2666666665 (R)

O STy
NiatETa eoer VAHERTE
<1350
¥ J
BHES usage
= % 4,35p(R) = 3160 (R

standard yield - Stanc:
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- EGAD Beé‘?@ of Butptt 69‘&’1.&6@6@3@% "16%@9

- 276666666 A)

PROBLEM NO. 24

h |
1. The standard mix to produceunit of product is as follows:

Material X 60 units @ %15 per unit = 900
Material Y 80 units @ %20 per unit = 1,600
Material Z 100 units @ 225 per unit = 2,500
240 units 5,000
During the month of April, 10 units were actually produced and consumption was as follows:
Material X 640 units @ 217.50 per unit | = 11,200
Material Y 950 units @ ¥18.00 per unit | = 17,100
Material Z 870 units @ 227.50 per unit | = 23,925
2460 units

Calculate all material variances.

®l§g§—é!ﬁ@

Raw

stanerard

Daiftesr

(ynits)

(

(gp) |- (&) | (58)

(RR)

% B o= —Sﬁe—%ﬁéﬁgﬁﬁa
20 1800 |G <10 - 80D | 950 P40 2
Y 87 b
—Z [ 25 2758007~ 1= 8704664
1325
Total 346812460
Contact no.- 7774060125/126 y
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\j{i:’- (IM@@@;@Q xaswnﬁ&)-aﬁm(ﬁ)

(325 x 1000 units) — (E27.50 KR70 units) = 51,@?‘;‘5@)

Toral = = 3223 (R)

g . 858 uAits (T2p - 318> = 568 CE)

T4
870 NS (=35 - $975°) = *3438(A)
Tofal = = J:Q?zﬁ(ﬂ)

595 (10 - 70 ) awr’fg

Tetal = =380 (A)

33 (Yovs - mr0) unis = <38 ko)

Total = T600(F)

3 . 25 (1000 — m%) Ghits = = 35(A)

Total = T ‘50 (A)
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FBTETIal €8st VATIANEE
— 225N

® SN

Ee@fe)wré) + 800X 20) +
Veleisd gl | o |
Viarratice \L 16 Uiits
/lo OGNS W = 5t ; A\
( 1 x2460 — 4g unit%\
\ '_QGO /

0]
)
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PROBLEM NO. 25

b |

XYZ Company has established the following standards for factory overheads.

Variable overhead per unit: 210/-

Fixed overheads per month ¥1,00,000(Capacity of the plant 20,000 units per month.)
The actual data for the month are as follows:

Actual overheads incurred  23,00,000 — ;H ws’r UE"‘B\Q GH)
Actual output (units) 15,000 units Ir *@St k@@ba

Required:

Calculate overhead variances viz :

(i) Production volume variance = ﬁ% Q)H Voltim% \Yéﬁ%ﬁ&%

(i) Total overhead cost variance

O Totsl o eesk yapanee

_ (§Ea P of gmﬁ) (R )

— +

Ut

ST 8’*% F-’f%‘éél ekt SGrual ot wst
i Y BY i I e
vad o

L -/ -

— L *1o) * 15,000 oS | -~ % 386700

\(?&g*r%@) 13,@%%!@_[ 3000

T 235000 - T3HDWS = ii’%‘bﬁw

= SRR P o% ( Bidadis output_ ACTUAT GUtBUY

FitettoH

= %5 k}@a‘a‘bﬁﬁ‘ﬁ ] ’@6‘6‘63'“@)

= #3566n(R)
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PROBLEM NO. 26

h |
A company has a normal capacity of 120 machines, working 8 hours per day of 25 days in a month. The

fixed overheads are budgeted at ¥ 1,44,000 per month. The standard time required to manufacture one
unit of product is 4 hours.

In April, 2012, the company worked 24 days of 840 machine hours per day and produced 5,305 units of
output. The actual fixed overheads were 21,42,000.
Compute:

(iii) Expense variance

(iv) Volume variance &E% @%ﬁ]'ﬁ% MWDG&{B TtX/
(v) Total fixed overheads variance. Effféfé%y \Ymn%

O  @iven data

’Q\C’{I maéhi'ﬁ%lhé% = (ghpg g%('d%w X 2Sdays ) X Pz@ma@h‘lh@
\ A\ | \ 1

= 34 00p has
® suﬂhg&iﬁﬁ%mﬂ'-'ﬂﬁﬂ§

: m | Fittedot for tH€ morth ) _ 110,000

BUdgRteU STt for e riany / 6000 UNits
T34 pi-
_ SRR PY- T24 B
T e

@) ealbuiation of variahees

t\ Eivsd 0H endt VARSHER
(SRR py- * Aetaloyiptit) - (Aetal FixsdoH W ifcuived)
= (\ 54 xéép\%unl‘@) — 443000

= FAAw M& PMP\ - Hfhé%‘b(m

L7
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i) Fseedpts voliie Varishes

= <RR pU- (BO-RO) = Taalbinpunits- g,ge,%un'ﬁ%)
= k&8 (R \
W) Eirsd an ‘calendir yapisnes

= 8RR ﬁﬂéﬂﬁﬁﬁ@ﬂhﬁ% T

T 1,44 000

G %i"eh?i x 24 dpsifs — (24 821!@!’?3@
S

= =6 (33p4phas—36,160M8) = =380
Vi) Fised oh sfieaney Variarice

= sRRpetr (SH-RR)

- E mm X ita) -

AER

= FG (2123pas20,1600%) = <4 3EDF)
FiseedoH wat varianee = T14,68nR)

(3) SumAY

|

N

al,
S 1 T T N %@%QE) vellie = F 1¢680(A)

\

~/

calentiaT T 57 AR AT CapHEty < 7 2R0 BTy~ 63601
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PROBLEM NO. 27

b

1. The following data has been collected from the cost records of a unit for computing the various fixed

overhead variances for a period:

Number of budgeted working days 25
Budgeted man-hours per day 6,000
Output (budgeted) per man-hour (in units) 1
Fixed overhead cost as budgeted %1,50,000
Actual number of working days 27
Actual man-hours per day 6,300
Actual output per man-hour (in-units) 0.9
Actual fixed overhead incurred %¥1,56,000

filgulate:txed i:ve.rhead variances: ﬁ‘ée eak&ﬁ‘a%g
: ealenttar, capagtty, Efficiency

(b) Volume Variance,

(© Fixed OH Cost Variance. Vam@
© Qaleulgf‘ﬁﬂ of §fanféi=arél Yefé§ of FESHvEY (%ﬁﬁ)

S G (amhasasdager )
[ 150000
\ LSogoes Ynits )

" [ Budaered eieed p) \ - Edéﬁ;ﬁﬁﬁ__
_naww = k ﬂ@eé nouR ,,) (é@@@h?ﬁx %@d&%}

\

M
w
3¢

—

N

LS00 - o cex
—15goses  E P
mmm;% ) =4 b
stg . —
\

L s oy i
u worki d%\y'g

= <6000 MAQYI
Q mtqm‘ahaﬂ of %Wﬁ'ﬁé@g

pUXGW@I\
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MULTIPLE CHOICE QUESTIONS

A standard which assumes efficient level of operation, but which includes allowance for factors such
as waste and machine downtime, is known as

(a) Ideal standard (b) Normal standard
%Attainable standard (d) None of the above
The standard raw material cost for producing one unit of a finished product is ¥ 27. Standard raw

material usage for every unit of finished product is 3 Kg. If 200 units were produced and % 5,518
was paid for 620 kg. of raw material, then the direct material price variance is

;ciy 362 (F) (b) T 72 (A)
(c) %100 (F) (d) ¥ 100 (A)

Using the same data given in Q. 2, the direct material usage variance will be
(a) ¥ 200 (F) (b) 2200 (A)
(c) 2180 (F) ﬁg}- 180 (A)

If fixed production overheads are under absorbed by ¥ 50,000 and the actual expenditure was %
55,000 less than what was budgeted, the fixed overhead volume variance is

(a) ¥1,10,000 (F) 155 % 1,05,000 (A)
(c) %1,10,000 (A) (d) % 1,05,000 (F)

The direct material usage variance for last period was ¥ 3,400 (A). What reasons could have
contributed to such a variance

(a) Output was higher than budgeted

&E}— Purchase department bought poor quality material
(c) Original standard usage was set very loose

;(ﬁ? An inefficient machine was causing excess wastage

During a period 850 assemblies were made with a NIL Rate Variance and ¥ 4,400 Adverse Labour
Efficiency Variance. If standard labour hours per assembly are 24 and standard rate per hour is ¥
8, then how many actual labour hours were worked ?

(a) 19,000 hours (b) 20,000 hours

(c) 20,440 hours 4& 20,950 hours

During a period 25,600 labour hours were worked at a standard rate of ¥ 7.50 per hour. The labour
efficiency variance was % 8,250 (A). How many standard labour hours were produced ?

&} 24,500 hours (b) 25,000 hours
(c) 24,000 hours (d) 25,500 hours

Standard price of material per kg. is ¥ 20. Standard usage per unit of output is 5 kg. Actual usage
for producing 100 units is 520 kg. all of which was purchased @ ¥ 22 per kg. Material price
variance shall be

(a) % 1,040 (F) —(B¥ ¥ 1,040 (A)
(c) T 400 (A) (d) T 400 (F)

Contact no.- 7774060125/126
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@ Using the data of Q. 8 above, Material usage variance shall be

(a) ¥ 1,040 (F) (b) 1,040 (A)
—~f&) T 400 (A) (d) T 400 (F)
@ Using the data of Q. 8 above, Material Cost variance shall be
(a) % 1,440 (F) —B) 1,440 (A)
(c) ¥ 4,000 (A) (d) 4,000 (F)

Standard sales price of product Z is ¥ 20 p.u. It was estimated that during January 5,000 units of
Z will be sold. Actual sales was 4,500 units @ ¥ 22 p.u. Sales price variance shall be

(a) 210,000 (F) (b) 10,000 (A)

(c) T 9,000 (A) ¢cﬁ:) ¥ 9,000 (F)
@ Using the same data of Q. 11, Sales volume variance shall be

(a) 210,000 (F) j@% 10,000 (A)

(c) ¥ 9,000 (A) (d) ¥ 9,000 (F)

@ Assume the std. quantity of raw material required to produce one unit of output is 5 kg. at a std.
price of ¥ 10 per kg.
Actual output during a period = 2,000 units
Material Price Variance = ¥ 19,600 (A)
Material Usage Variance = ¥ 2,000 (F)
Actual price of raw material used shall be -

(a) T 10 ﬂﬁ': 12

(c) ¥ 15 (d) T 20

'@ Assume the standard required to produce one unit of output is 3 hrs. @ ¥ 30 per hour.
Actual output during a period = 500 units
Labour Rate Variance = % 3,500 (F)
Labour Efficiency Variance = % 7,500 (A)

Actual rate per hour of labour shall be -

(a) T 20 (b) T 25

éég‘f? 28 (d) % 30

@ Assume budgeted sales is 4,000 units @ ¥ 50 per unit.
Sales Price Variance = 2 18,000 (F)
Sales Volume Variance = ¥ 20,000 (A)
Actual sales price per unit shall be -

(a) 50 (b) T 52
(c) T 55 (d) T 60
Contact no.- 7774060125/126
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Space for solving MCQs

Materidl usage variance = _§p (g A" consumied) ]

z 2009 (F) = o Q;gsxg@@w{m)—ﬁ@

2 .
286 = 16 ( 16/080egs - Agonsuntet)

P IR 1= o vaTa) 5%33 - k@ ¢ongeinfet

e M’“ todrs
ARQ JOoUUTEYS
. & - - = s fc- == h\
NIaTETal price Varanee = joo o (SPAP)

e

- Acted price B‘B’f@: =
Mahe® = SR (SH-AH psit)

([ Loy sRIiHsNGy, vaRaNES = \ ;
f}

E; A =
~3588 = =30 (1500428 — AH @a‘iél)
- -"é%@ = 560 Wss—A B4R
. Aewel has gaidfer = 1 75phas
oy 5 -;- Acl — RA- ,‘%r; sR-— R‘)
S350 = 1750 (T Sopr - AR)
3500 - 1758 ¥¥0-HR)
2 = T30 -AR
.. Rt e bt BEH 0oy 397" 2
- = ¥38
773
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@ Labeitir SMCEHEY variahce = 3R (@H AHpaRY
£ 446pR) = 28 @2@,@;@@ - Q‘H%@

-24400 - B (ﬁﬁ;@@bﬁég' AH lﬁgi@
~ 850 = 5046008 AH paid
. Aewl labotr hrs paidfer = 38,95p has

'''''

@ Labotr EMCIOAGy varance = SR (oH= W

50 W) = £250 (SH- 35,660hT)

— %556 = 7500 \SH- 75600)
~Mee - SH -35600
std. labeur hrs for actwalsutptt = 1100 *25600
= 34500455
@ Matetil pricavarianes = AQeonsumes (55-Ap)
%(@2@ T23) = Ei54H(R)

@ Material gags Vanance = Sp (3P~ Rayeomsumed)
- T3p (;ebap?u‘; x 19wnit§) 520 |59

= ';%g_fjg&@ss_q%p\ = 400 (R)
‘g/

@ MiateriaT st varianes
= Material price varianc o sac
= =1,04DA) T TA00R) = -tmzmm)

@)  salés price vamMance - AetuzlSales (BSBBy AP

- a50qunits (20 - E@@? 5-—. =§a80 F)

Al B

@ Sales velume variance= SSPP4{Bsy—ASH)

nnnnnnnnnnnnnnnnnnn

= ¥20(5000- 4500) UNItS - < 16,000(A)
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Standard Costing & Variance Analysis

) StaRdarS S Set T e beg g oF CosTperied
i) Actuaidata 15 recorded (hisugh Ott the cost period
i) At the 8nd of cost p%?rlaél Aéwal data Uéb%*t)
\§éam%’i%‘awn*h andards_setfc ?
& Varianees are eai'éulatéeﬂ- .
(Vamianee weans Oiff beth standard < Aftual)
V) variarees <an b8 elassifisd @8 -

® Faveurable vatiance © Agwa%% VARENEES
(F) (R)

it

Varidhees =30 also b classified 2§ -
@) somtrolEble Variahees @ Nef- m\w@\w‘d% \Vaﬁah@é‘%

__The SPEPARISR + 4S& of Standard ‘6t$§‘t§ Their
compsareon With 6tudl €8st and analysis of

varignees to their <ises and poinis of
eidence
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Problem No 28.

L
Standard price of material = 210 per kg %héﬁﬁﬁ% A set at the
Standard input for 1 unit of output = 5 kgs syt &ﬁ: Cost ﬂ%ﬂ@é’

Actual data of the year

No. of units produced = 8,000

Raw material Used = 65,000 kgs

Actual price per kg = %9

Calculate & Analyse material cost variance

© Matetial eost Varanes

[standerd frefferial eost for | _ [ ACtE] Fteraleost |
=~ \attdal output Z N

r—" ) / B)
= | (866DunIts of FEX “@%ﬁﬁ) X ?195&@, = 165,000ks - gwet

e :,Q@wg% CONSUmEE—

@ Matesria] ot varshee = | < 18500p\R)

MVetetil giee. vapinfe Materialisags e

~—c,sm@s(-§m BEiEY ~ T9R¥Y) - Zio @;m. e éﬁﬁ%@}

= A esven gﬁ Rp) .
o 1D i@@ﬁd@g*mﬁ@
‘—‘éﬁ,ﬁ?ﬁ)\ = &P (84 AQcohsumed) |

= :.rjgg'e@@m)

Matétia) sost vaﬁah@ﬁf{m@mlﬂ ,“U'g'gms‘l S )
< 185000(R) = ?é%@%(ﬁ) + F35p000(A)
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Problem No 29.

A
(Budgeted material consumption for 20,000 units of output) = 50,000 litres
Standard price = %25 per litre
Actual material consumed to produced 18,000 units = 35,000 litres
Actual price = X 28 per litre

t+"
Calculate & analyse material cost variance %H F] t X §9

K o Nmi’r ;".' T r.:)u .
SO0ooNtTes = §g§ %@lmﬁﬁtﬁ Tt X ek
Stet Nt 5 4-OF siitpit = 2o litres
© 8@ = 2-0litrés x jaappunits = 45000 NItreS

roTororY

Sp = = 2¥ pyy litré
AP = = 28 Bar k&

A® - gg,ﬁaa‘nfr%
@ﬁa:i!éaﬁ

) Misteria) cost variance = (Gpxss) — (APX ﬂmw
= (325 x 45000 [tr85 ) — 4958 X 35600 HTES)

- %1*@5@% 2@@%@% ?u@@eaﬁ)

5 h.lu alara A “_ -‘_1‘3 ae - A‘ l?
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Problem No 30.

b

(Important)

Standard input for 1kg of output ?

0.60 kgs of cashew powder a) 2000 per kg %HM él%*t%

0.50 kgs of sugar a) 50 per kg "I Eé '5% GBW’[

Actual Quantity consumed to produce 1000 kgs of output

400 kgs of cashew powder a) 31900 per kg & AR dafy & 6?6%‘&%
810 kgs of sugar a) 60 per kg '}88?)@ ﬁ@ﬁfﬁﬁt
Calculate & analyse material cost variance

stamcrndl Hsing Ratio = 65 /\

: -1 Taks the total of AQ consumed & \
0 Key vatd Bt it N Ratle of > iy

Raw Egtd% Er_,@ riceser [StaQrinptit Astual  |Aetial ey |
i sp) =Y ,(E)ifgumbﬁggla |
GG (RB) | (h@)  [EelF&MD|
m:f 206@ 0. = léga_;% 1@6% 200 |&%_%_
uanr 6:3BRaSx To0e 1210 5/
Suse | 36 65@@5;&@ 60 | Bloigs (210 oh

“Totat Bt AR |

.. (2000 X GO0 kq.&‘\ - (?lqoo XQQQ\qQ) T440 0000:)
S s Teo x 210 &8) = ¥23 coo(A
Ca.SLEﬂ‘Ter ( TS0 X hurs) ( "3) )

Tefal = 4 'lﬁz,aﬁth(E)

cashew o&w : Zﬂﬁ S | '.-‘E:Qg@@ _?1§98 = EZ&?,BB?)(E)
cashegypogder . BlOGiR( TS0 — T80 ) = TEep(R)
Total = < 34,860 (F)

i) Materill asage varamee = 85 ( §@ A ® sonsumed)
cachew Powdey 1‘72@90(%&' S — 4008 = B/ !l!!!!
cashegater : Eso (JO48 ~OL =2) - * i5350(0)

. Tofsl- TAEAATOLE)

LA A=A "4
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Niatetial bsage varahee = 2384.8n0(F)
Wrefial  Mise variahce Material stb-Usage
= FE07/600(F 17145004
Ma’@w@ Materiah Mise varishe®
&R i&m AR)
gggﬂggﬁ T 72000 (660555 — 400 [Ggy) = *530,000F)

suém{ " S5P Kgijﬁ — 810 tfa ) = ¥’I‘§fﬁm(ﬂ)
Total = = 567060 (F)

\2\0 \2\0

4 Naterial seb-d = =

@) SRS Material et \vanahsfé

= A ffg,ge‘mw
. v [E) ¥
M_ p F7 l'j}s.%é.?..égz W’ . (E)
> 1
Wil Sub-vgoae
= I56760B(F) = T1,33580 )

el B
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-’tn - 3 = 2 )
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a | I— EER M&I h, a . &
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Problem No 31.

A |

Standard hrs for 1 unit of output = 10 hrs %‘K\M §ek 'a* ’(‘H@ %ﬁf
Standard wage rate = ¥800 per hr 'BQ' {;%?l’; @éﬂa‘a
Actual labour hrs paid for producing 8000 units = 60,000 hrs Aml él‘a"t%

Actual wage rate per hour = 900
Calculate & analyse labour cost variance

Labesdr €St vapighes “
_ [ standavd  |giberir ERsSt of B6tual Labou ‘e&éf!
t

l\"'l\lf\ f\IF

\ RehdRr Gtpit o aetdal BUTpt

ya s N 1 [\ : . S
- stamdrel 18159 SOS i' TSHal FADoYr o
SO o Sop0uniS——of-astal—auTt

A §999‘ YPIsS

= 516006000 (T>

o>, . L
FARY Rate Labet¥ SFLTSAEY

\BYISNEE VAPeCE

= 8H (SR-AR) = SR (GH - &5‘;)
Bty

_ om0 _$a80) = 800 | 2005 - 5@,@@@

= T4E809%Re(E)

= T6060000 )
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Problem No 32.
Budgeted variable overheads = 1,00,000 This éfa‘t% i§ aVa“Gb‘@

Budgeted output = 20,000 units . .
Budgeted hours = 50,000 %* 'H‘?@ é’e‘%}m}”ﬁg Eﬁ t&ﬁ\f
Calculate 1) Pre-determined OH recovery rate p.u. ﬁ é

2) Pre-determined OH recovery rate per hr IB% 6

® Iglgg -determined on FEEBETY! srption) raté pruntt
{ Yat& of S4F Uit

A
= =B0800

5 BUdetey oumpth 7 35600 Units
= ES P9

@ Igm-d@!'evmih@él ot FESAY g‘rv{?ﬁabé&?@ﬁm) rate Ry hot
R hw: SR AYQ 2 iu __’, s WOt

B P-Y- = st3AdArd e

[
N
\%
?
%_

ll
)

- > A= A SO : : OIS ) ] Hééélili
~ puageteo S~
=k '
2 per oty Bl&aSE TYEMefhiser

3 [ Bidaetesy overhesds )
TRE P = U Bydedied outptk /

SRR Br W = ( Buageiedioverheets

Y &a«aag&%% howrs

SRR By by = (Buddeedioverheets AW &M@Mﬁg&&

d WA A

\ Bud s\ sradaeges X
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[ Budodie v OR \
\ét‘a’ﬁ%r?us X &&éa&%ﬁaﬂw&/

B2  soh |ho . . ?\:S
. _ . L
SRRBRE T s m ﬁwh s

(2) SRR purhr =

l-nn 77"4(\[(\1’):/ 24
rO° UOUTZI7/1TZ0

!!
(1)
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Problem No 33.

~
Important

Budgeted variable overheads = %5,00,000 ﬁbﬁd%"é{ hﬁg Bv i fl? hT§
Budgeted output = 50,000 units
During the period 65,000 units are actually produced
Actual hrs worked = 2,80,000

Actual variable OH cost incurred = %5,50,000
Calculate & Analyse variable overhead cost variance

meﬂmmm ratés of jeceiary (SRRD
¢ useks %ﬂab\@@@#ﬁe«aﬁ%\ 3500 oo

= "5"195&1
Ropechy = (SRR PU- N\ . TO _ 35.9p gy

S T [

Stel Brs B4 -% B oo—-
Sttput
- _TBHQWO - 500000 - =150 ©,
ART < 50,000UMS 360,000 get
@ " calclation of_variances
Varigieoverhead cost Variahee

oW wosk abSo‘:bed ‘oj qckuq] St oSt qu'tuuiiy

ST S g Predte R ——t<ured—
OR dlasd¥pHon vate p.u . %%Egﬁi}sd

= L%m B < ACTEBHETEH mgrv@h\w&muﬁ%@

= %§,5p990 — <550,000
= Theré & over-shsorption of < 100:000
= 1,/3000 (F)

(Aemm yON costincurred) ~ (SRR Pt o ASIOUTPHY @ Advelrse
(Al M costinsurred) < ( SRR BU-% ,Qéftfé‘ldﬁfoua FavitrabRl

i
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- 55— E R AH—=SH—
= T 156,000\ F)

A : SRR Ayl .
iHeurred } %lﬂ; ':;§;

@ : SRR PR akual
ieurred 4

N
(

l-nn 77"4(\[(\1’):/ 24
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Problem No 34.

A
Budgeted fixed overheads for. the year = %8,00,000 | % ng éla‘{‘é i§M|ab\|@
Budgeted output = 10,000 units for the year - aq: 8@%‘{ @éj
Actual output in a year = 13,000 units 5* the ﬁe@m‘ n@ ﬁéﬁ
Actual fixed OH cost incurred = 29,00,000 —> Datarecorded thrsligh ot
Calculate & Analyse fixed OH cost variance tTHe e& IB%“E)

SRR pertinits = mg%%@ufﬁm 7 16,5000nTes
- ‘§§9 Ba .
@) _calbulationet Variahess
Fi¥ed OH ©o%t Varanes

F"Jeec; oH wsk abSorbed 55 \ / 13eed oH st
- AV QL [ \.)c 3 ;1‘ e.‘!;{":"‘._’"" e =thch s t.
DH— AR SO FRTER Tees e S (CEMeHs oisia ‘éi the efloo

OFPUOY racovery '°

(380 *13000units) — = 966,000 - ~16,00000 _ ~G,00000

T 1,40,8695(F

1y 1l

Flled o spmenditire varane8 . Firéd oh velime Variante

~ V! d  Fuee - P«Q_ ale 1€ < 10000-13(506)

= *§poooe g0 = =346000 (F)
hetm Fired oH) > Ggeieh Fred o) TR~ Spu W— |

etusl firsd OH) = Gidgeied Firédon) “F o0 o ag - g
Contact no.- 7774060125/1AQ < BQ * ﬁ
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Problem No 35.

b

itandard labour hrs .p.u. of outpu.t =7 hrs - AMI hﬁ% @éiél 'PGT
ctual labour hrs paid for producing 10,000 units = 80,000 hrs -
(including abnormal idle time of 15,000hrs) 87686
Standard wage rate per hour = %100
Actual wage rate per hour = %75 AH w@}rk'@éi A’gﬁm!@
Calculate & analyse labour cost variance é’?

= ;88‘6

- = ’@,Egehé%
L—ab‘éﬂ]fr &ost Varlanes <

= L@H X SR) — \mm’aiaﬁw T AR

B
%m—ﬂa@—(@&m
= 7066880 —=66.89880= %4&1?\%996(?)

L | )
LaRoH" Fate Cabeur! dlegine Taboar S HHQRYy
variarice vl vaﬂgﬁé'é

C‘e
\ \
= b (SR=Rm) “3R WMW/ Lﬁﬁﬁ;@
- o o7 TI0USBAB-6SBBRATS = Fioo (st 6suhs
/ -

. = H%ﬁﬁ%’é’(ﬂ) = T 500800 (F)
- FF0000 (F) 66,680

A
Wwheh thene is BRIy @he %de/wﬁ@ of
labodr < abworrdl idié time 15 alse

involvey

Contact no.- 7774060125/126
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Problem No 36. )
I (hrisertant e

Budgeted fixed OH = %80,000 Actual labour hrs = 25,000
Budgeted variable OH = %3,20,000 Standard labour hrs p.u. = 4
Budgeted output = 10,000 units Actual total OH cost incurred %5,82,000
Actual output = 7,500 units
’ 4.0 oSt u

Calculate & Analyse OH cost variances %gﬁ& :‘ R qaq Vg{%{@b

i - ey B f’m‘ Totaloverheads

0,000
— SRR PU of FiXedoH (EEE N\ zg by
\ 0o orits)
. T 320000 \
SR Ptl- af varsbléete = ( T33Py

\ lO [WININ) unr‘r.}./

T | Tota e\\/@rh@w%\)
overheaes @53@5’553 oatp
= ["*‘%ﬁ‘c\?)* ¥§&‘65965 E ey

16,000 GNits

= ?&GIBH-

SRR P4 OF TOBIOH = BoDots O ~ LEableoff

THo = TR+ T2

= (F40* 7569 unifs) — ?ﬁ»@é@aa TS50 R)
i) Te’fa\ o @maﬁ vaﬂaﬁe*é

= 98 (f@,@%smrt% 7§®@um‘t%) = f@@@@( R)
) variable ohcfhanshrybaiiaicn - §E%Eﬁé4 (sH- ﬂH)

(532\% (4‘H%PN’I7‘-7. Q) =25 600
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All Formulae on Standard Costing at one place

(Please subscribe to “CA Vinod Reddy” Youtube Channel)
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SUAR{AR, ~ Total OH ¢est variarice

(3 vapianee metkiod)

Total OH o5t Varianee

T fi
fl i
E ~ (r‘S\BR—PuO—R v F\C*ITAC&L;\ _- [:Ttﬂtﬂ okt st GLC“"JQH)’ i
e st ooy

oo —tortart)
pHt WSt )
wcu 'l /
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Sales Valug vanance

i

(BSpPYU % BSG) - (AspPU X RSH)

s Bydgead sales valug) — (Astimisales valug)

(RgpPY X ASG) > (S pY X 850

3

. FavourabR
(Agppy X ASH) < ( ggrg_gﬁﬂ&@) : Adverse
&
salesprick varancs Salles vollitfe VariaRee

- ns-(osat—AShEY

~§5pp4 (BER- ASH)

Actual sl standund seifjiy) o % = = W%%ﬂ -F
( e P-\. price P - s

(Hc’fuqlsel standard Sl \.ﬂ
ﬁ(—wpmce = 7

il Nedes el ﬂ.n\f‘\(";*\

TR ST o'CTS

t@?te < sales _'A

!!
(1)

l-nn 77"4(\[(\1’):/ 24
107 UOUTZI7/1TZ0
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= 43008 |

= Bydgeked sales valug - Astual Sales valig
- ( i3t p U * 1000uNIts) — (17,200 pH- ~ 13600NItS)

S P-\U- \ X / 3“5‘3&9& sales fctual selllhg A-Urual

- ~18p00,000— 20640000 - * 26,46000 \F)
- (gsp pu-% BSB) - (Agppy- * ASH)
P

‘5lli\ 5 SRR Sales ”lfiaq%x@gymse
S v (;sgg fpiﬁ) < %\%ﬁ—@é@‘—%ﬁ?>

P
/ )
= '_&%o [ = 18000 - = 17260) = 218000 U@@@Uﬁ‘i’f@"{‘éﬁ%@
v 4 '
- =9,66000(A) = T 3600,000\F/
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