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You should proceed to the requirements below only after completing your worksheet.

Required:

| Check your worksheet by changing the direct materials standard quantity in cell B6 w0 2.9 pounds,
the direct labor quantity standard quantity in cell BT to 0.6 hours, and the variable manufacturing
overhead in cell B& to 0.6 hours. The materials spending variance should now be $1.500 U, the labor
spending variance should now be 23720 F. and the variable overhead spending variance should now
be $60 F. If vou do not get these answers, find the errors in your worksheet and correct then.

4. What is the materials quantity variance?” Explain this variance,

b, What is the labor rate variance? Explain this variance.

Revise the dara in your worksheet to reflect the resulls for the subsequent period:

Data il e :
Exhibit 8-8: Standard Cost Card it S S :
Inputs Standard Quantity  Standard Price
Direct MAETIAIS o o.ueies e eec rammrr et sasami s em s nn e i 3.0 pounds %4 00 per pound :
Dirgct labor 0.50 hours $22.00 per hour
Variable manufacturing overhead e, 0.50 hours $6.00 per hour
Actual results:

ACUAE QUEDLE .o e irsrm e eeenrssmamce e s o 2100 units

Actual variable manufacturing overhead cost.... $5,100

Actual Quantity Actual Price
Actual direct matenials cost .. 6,350 pounds £4.10 per pound
Actual direct labor cost.. 1,020 hours £22.10 per hour

2. Whar is the materials quantily variance? Whal is the materials price variance?
b, What is the labor efficiency varianee? What is the labor rale varance?
. Wha is the variable overhead efficiency variance? What 15 the variable overhead rate variance?
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Prehle Company manufaciures one wroduct. Tts variable manufacturing overhead is applied w production [P
fEble (hmpany (N Qe T b T s f ' | L0} LO2,L04,
baserl on direct labor-hours and its standard cost cand per unil 15 as Follows: | LOS.LOé
LU,

Direct material: 5 pounds at $8.00 per pound..... e $40.00
Direct labor: 2 hours at $14 per hour ... 28.00
Variable overhead: 2 hours at $5 par oL ... 10.00
Total standard variable cost Per Uil ... $78.00

The company also established the following cost formulas [or its selling expenses:
per Month per Unit Sold.

Y = =11 o P $200,000
Sales salaries and commissions ... $100,000 $12.00
Shipping EXPENSES Lo £3.00

he planning budgel for March was based on producing and selling 25,000 units. However, during March
the company actually produced and sold 30,000 units and incurred the Tollowing costs:
2 Purchased 160,000 pounds of raw materials at a cost ol $7.50 per pound. All of this material was uscd
in production.
b, Direct-laborers worked 35,000 hours at a rule of $15.00 per hour.




