Q2 Solution	Comment by Marie Pitson: Everything highlighted in yellow comes directly from the question
(a)
				Original	Flexed		Actual		Variances
				Fixed		Budget
				Budget
				$		$		$

Sales (units)			8,000		8,200		8,200
Production (units)		8,600		8,700		8,700

Sales				760,000	779,000	769,000	10,000 (A)	Comment by Marie Pitson: Budgeted sales x selling price
8,000 x 95 =760,000	Comment by Marie Pitson: Actual sales x selling price
8,200 x 95
Materials			137,600	139,200	187,700	48,500	(A)	Comment by Marie Pitson: Budgeted production x material cost per unit
8,600 x 16	Comment by Marie Pitson: Actual production x material cost per unit
8,700 x 16
Labour			258,000	261,000	273,240	12,240	(A)	Comment by Marie Pitson: Budgeted production x labour cost per unit
8,600 x 30	Comment by Marie Pitson: Actual production x labour cost per unit
8,700 x 30
Variable o/h			86,000		87,000		124,671	37,671	(A)	Comment by Marie Pitson: Variable overhead x budgeted production	Comment by Marie Pitson: 8,600 x 10	Comment by Marie Pitson: Variable overhead x actual production	Comment by Marie Pitson: 8,700 x 10
Fixed o/h			154,800	156,600	157,122	522	(A)	Comment by Marie Pitson: Fixed o/h x budgeted production	Comment by Marie Pitson: 8,600 x 18	Comment by Marie Pitson: Fixed o/h x actual production
				636,400	643,800	742,733	Comment by Marie Pitson: This figure is calculated by adding the materials, labour variable o/h and fixed o/h figures 
Closing Inventory		(44,400)	(37,000)	(37,000)	Comment by Marie Pitson: Number of unsold units x cost per unit  	Comment by Marie Pitson: To determine the number of budgeted unsold units, deduct the budgeted sales from the budged produced figure. 	Comment by Marie Pitson: For the flexed and actual you deduct the actual sales from the actual produced figure and x by the cost per unit
				592,000	606,800	705,733	Comment by Marie Pitson: This figure is calculated by deducting the closing inventory from the materials/labour.variable/fixed total i.e. 591,600 - 47,600
Profit				168,000	172,200	63,267		108,933(A)	Comment by Marie Pitson: The profit is calculated by deducting the previous figure from the sales total i.e. 760,000 - 592,000 = 168,000























(b)
Materials
Expense Variance
	Actual purchases		at actual cost		187,700
	34,466 kg
					At standard cost	
					($4.00)		137,864	Comment by Marie Pitson: 34,466kg x 4.00 = 159,588
								   $49,836 (A)
Usage variance
	Actual usage					34,466
	Standard usage for actual production
	(8,700 u x 4kg)				34,800
							334kg	Comment by Marie Pitson: Actual usage - standard usage
			At a standard cost ($4.00) =	$1,336 (F)	Comment by Marie Pitson: 334 x 4.00 = 1,336

Labour
Rate of Pay Variance
Actual hours paid at actual cost		273,240
45,400 hours at standard cost		276,000	Comment by Marie Pitson: 46,000 x £6 per hour
						$2,760 (A)

Idle time variance
Actual hours paid				46,000
Actual hours worked				44,500
						1,500	Comment by Marie Pitson: This is the idle time
	At a standard cost ($5)		$9,000 (A)	Comment by Marie Pitson: Idle time hours x hour rate for labour


Efficiency variance
Actual hours worked				44,500
Standard hours for actual production	
(8,700 u x 5hrs)				43,500	Comment by Marie Pitson: Actual production in units	Comment by Marie Pitson: The standard hours for completing 8,700 units is considered to be 43,500
						1,000 hours
	At a standard cost ($6)		$6,000 (F)

Variable overheads
Expenditure variance
Actual hours worked		at actual cost		87,348
	44,100			at standard cost	89,000	Comment by Marie Pitson: Actual hours worked x the variable overhead per unit

44,500 x $2
							$35,671 (F)


Efficiency variance
Actual hours worked					44,500
Standard hours for actual production		
(8,700u x 5hrs)					43,500	Comment by Marie Pitson: Actual production	Comment by Marie Pitson: Number of labour hours per unit
							1,000 hours
			At a standard cost ($2)	$2,000  (A)

Fixed overheads 
Expenditure variance
Actual total						157,122
Original budget total					154,800	Comment by Marie Pitson: Budgeted production x fixed overhead per unit i.e.
8,600u x 18 = 154,800
							$2,322  (A)

Capacity Variance
Actual hours worked					44,500
Budgeted hours (8,700u x 5hrs)			25,800
							18,700 hrs
		At a standard cost ($3)		9,000	Comment by Marie Pitson: Fixed cost per unit x previous answer i.e. 6 x 1,500 hrs = 9,000
Efficiency variance
Actual hours worked					44,500
Standard hours for actual production		
(8,700u x 3hrs)					26,100
							18,400 hrs
			At a standard cost ($6)	$110,400 (A)


















Operating statement
							$
Original budget profit				168,000	Comment by Marie Pitson: Original budget PROFIT figure from (a)
Sales		- volume variance			4,200		(F)	Comment by Marie Pitson: Difference between flexed budget profit and original budget profit

Flexed budget 172,200 - budgeted profit 168,000
							172,200
Sales		- price variance			(16,800)	(A)	Comment by Marie Pitson: From answer (a)
Materials	- expense variance			(49,836)	(A)	Comment by Marie Pitson: From previous answer (b)
		- usage variance  			1,336		(F)
Labour	- rate of pay variance			2,760		(F)
		- idle time variance			(9,000)	(A)
		- efficiency variance			6,000		(F)
Variable o/h	- expense variance			35,671		(F)
		- efficiency variance			2,000		(F)
Fixed o/h	- expense variance			(2,322)	(A)	
		- capacity variance			9,000		(F)
		- efficiency variance			110,400	(F)
Actual profit						$37,808
