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WEEK 2 LECTURE 3 ON STANDARD COSTING.
EXTRA LECTURE MATERIAL

1. What is the difference between fixed budgets and flexible budgets? 

The budgeted and actual results of Twist Ltd for September Year 1 were as shown
below. There were no opening or closing stocks.

                                                             Budgeted                                Actual
Sales and production (in units)                1000                                     700 

                                                        £                    £                     £                       £
Sales and production
Sales                                                              20,000                                    14,200
Variable cost of sales:
Direct materials                          8,000                                   5,200
Direct labour                               4,000                                   3,100
Variable production overhead    2,000                                   1,500
                                                                       14,000                                      9,800
Contribution                                                     6,000                                      4,400
Fixed production overhead                              5,000                                      5,400
                                                                         1,000                                     (1,000)

Required:
a) Prepare a flexed budget in relation to the month of September
b) Present calculations of variances
c) Comment on possible matters to investigate in relation to each variance.
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