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FLEXIBLE BUDGET

WLTHTTUTIONS

Wustration

Draft a flexible budget for overhead expenses on the basis of following information and determine

the overhead rates at 70% 80% and 90% plant capacity.

Particulars T0% capacity 80% capacitv Rs | 920% capacity
Variable Overheads

Indirect Labour — 24000 R
Stores including spares S 8.000 e
Semi-variable overheads | ————-——-- 40000 e
Power( 30% fixed .70%)

Repairs and mamntenance S — 4000 e
80% fixed and 20% varnable

Fixed Overheads S 22 000 S
Depreciation

Insurance S — 6.000 e
Salarnes S — 20.000 e
Total overheads S — 1.24.000 S
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SOLUTION

Particulars T0% capacity 30%0 capacity 00% capacity
Variable overheads

Indirect labour 21.000 24.000 27.000
Stores including spares 7.000 8.000 9.000
Semu- variable Expenses - Power™®

Fixed 30% 8,000 8,000 8,000
**Vanable 28.000 32.000 36.000
Repairs and mainternance

***Fixed 80% 3,200 3.200 3.200
*¥E¥¥Vanable 20% 700 200 900
Fixed Overheads

Depreciation 22,000 22.000 22.000
Insurance 6,000 6.000 6,000
Salaries 20,000 20,000 20,000
Total Overheads 1.15.900 1.24.000 1,32.100
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FLEXIBLE BUDGET

The expenses for budgeted production of 10,000 units in a factory are furnished below

Particulars Per unit
Material 70
Labour 25
Varnable overheads 20
Fixed overheads (1.00.000) 10
Vanable expenses (Direct) 5
Selli expenses for budgeted production 13
Distribution expenses(20% fixed) 7
Administration expenses(Rs 50.000) 5
Total cost per unit 155

Prepare a budget for production of

1. 8,000 units
2. 6,000 units
3. Calculate the cost per unit at both levels

06.12.2020 Ms.S.Swarnam AP/ MBA — Introduction

™

WLTHTTUTIONS

7112



™

WLTHTTUTIONS

SOLUTION

Assume that administration expenses are fixed for all level of production

06.12.2020

10,000 units S5.000 units 6.000 units
Per Amount Per Unit | Amount Per Unit | Amount
Unit Rs Rs Es Rs Rs
Rs
Production Expenses: 70.00 | 7.00,000 70.00 5,60,000 70.00 4.20,000
Material
Labour 25 2.50,000 25.00 2.00,000 25.00 1.50,000
Overheads 20 1 00 NN 20.00 1,60,000 20.00 1.20,000
. . adrninistration expenses
Direct Vanable 5 OOy 5 40.000 5 30,000
EXPENSEs
Fixed Overheads 10 1.00,000 12.5 1,000,000 16.667 1.00.000
Rs.1,00,000
Selling Expenses:
Fixed 1.3 13000 1.625 13.000 2.167 13,000
Variable 11.7 1.17,000 11.7 93.600 11.7 70,200
Distribution Expenses:
Fixed 14 14000 1.75 14.000 2334 14,000
Variable 5.6 56,000 5.6 5.6 30,600
Administration 5.0 50,000 6.25 50,000 8.333 50,000
Expensses
Total Cost 15500 | 15.50,000 | 159425 12.75400 | 166.801 10,00.800
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Summary

Flexible Budget
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