[bookmark: _GoBack]Standard costing and variance analysis
Student exercise – 4

The following budgetary information is available for the Omicron Manufacturing Company for a period of production and sales

	
	Actual
	Budget

	Sales
	
	

	Selling price (£)
	35.00
	36.00

	Sales Volume
	1,500
	1,500

	
	
	

	Labour

	Hours worked
	900
	1,000

	Labour rate per hour (£)
	9.00
	9.50

	
	
	

	Material (plastic)

	Number of units
	3,000 
	3,000

	Price per pair
	3.20
	3.00

	
	
	

	Component number 1
	
	

	Number of units
	1,500
	1,500

	Price per unit
	1.10
	1.00

	
	
	

	Component number 2
	
	

	Number of units
	6,000
	6,000

	Price per pack of four
	4.40
	4.00

	
	
	

	Overheads
	4,200
	4,000



Required
1. Using an appropriate method, calculate variances for all the above items, and draw up a suitable profit and loss reconciliation for the period

2. Draft a summary report on the performance of Omicron for this period, critically evaluating the results, and highlighting main causes for variances
