Flexed Budget - Crunch Limited

Answer

	
	Budget
	Budget
	
	Flexed Budget
	Actual
	Variances

	
	
	
	
	
	
	

	Sales & Production
	1,000 units
	Per unit
	
	700 units
	700 units
	

	
	
	
	
	
	
	

	
	£
	£
	
	£
	£
	£

	Sales
	20,000
	20
	
	14,000
	14,200
	200 (F)

	Materials
	8,000
	8
	
	5,600
	5,200
	400 (F)

	Labour
	4,000
	4
	
	2,800
	3,100
	300 (A)

	Direct Overheads
	2,000
	2
	
	1,400
	1,500
	100 (A)

	
	14,000
	14
	
	9,800
	9,800
	

	Gross Profit
	6,000
	6
	
	4,200
	4,400
	

	Overheads
	5,000
	
	
	5,000
	5,400
	400 (A)

	Net Profit
	1,000
	
	
	(800)
	(1,000)
	200 (A)

	
	
	
	
	
	
	



[bookmark: _GoBack]Costs must be separated into variable (which change with the number of units produced or sold), and fixed (which do not change with the number of units).

The difference between the actual results (what the Income and Costs were for 700 units) and the flexed budget (what the Income and Costs should be for 700 units) are noted as Variances: (F) are favourable (actual results are better than the flexed results), and (A) are adverse (actual results are worse than the flexed results). 
