Professor William F. BentzPRIVATE 
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Intermediate Version

I.
Budgeted indirect cost rate information:


Budgeted fixed overhead (BF) =



$3,300


Budgeted indirect cost at normal


  capacity (denominator activity, DQ) =

$2,480


Normal capacity (DQ) in direct labor hours =
 4,000
 hrs.


Standard indirect cost rate per direct labor hour:


BICRf
= v ( DO + BF  



 DQ



= $2,480 + $3,300 



4,000 Hrs.



= $0.62/Hr. + $0.825/Hr.



= $1.445 per direct labor hour at standard

II.
Other Information:


Overhead cost incurred (actual)



$5,497


Allocated overhead (3,400 std. DL HRS.)

$4,913


Direct labor hours worked (actual)


 3,475

III. Two Variance System:

A. Controllable variance (CV):



Indirect cost incurred (actual)

$ 5,497



Less indirect cost  budgeted for 



the DL hours allowed (SQ):



Variable (3,400 x $0.62/HR.)


$2,108




Fixed






 3,300


Flexible budget at SQ






 5,408


Controllable Variance (CV)





$   89 
U


B.
Volume variance (VV):



Budgeted indirect cost for SQ

 


$5,408



Indirect cost allocated at standard



 4,913


Volume Variance (VV)






$  495
 U

VI.
Three variance system:

A.
Spending variance (SV):



Indirect cost incurred




$5,497.00



Less budgeted indirect cost (actual activity:



Fixed indirect cost budgeted 

$ 3,300.00



 
Variable (3,475 hrs. @ $0.62)
  2,154.50


Total budgeted indirect cost




 5,454.50


Spending variance (SV)




$   42.40

B.
Efficiency variance (EV):



  Actual hours worked






$ 3,475.00



  Standard hours allowed






  3,400.00


  Variance in hours




        
75.00
 U



 Multiplied by BICRv rate 




$     0.62
 



 Efficiency variance (EV)




$    46.50 
U


C.
Volume variance (VV)



Budgeted indirect cost at SQ:



 Fixed overhead budgeted 

$3,300.00



 Variable (3,400 hrs. @ $0.62)

 2,108.00


 
Total budgeted indirect cost @ SQ


$5,408.00



Applied indirect cost at standard

 4,913.00


Volume variance




$  495.00
 U

V.
Four variance system:

A.
Spending variance (SV)




Overhead cost incurred




$5,497.00




Budged overhead at actual driver activity

 5,454.50 






Spending variance





$   42.50 
U


B.
Efficiency variance (EV):



Actual hours worked





 
    3,475.00



Standard hours allowed @ SQ




  3,400.00


 Variance in hours




       75.00 



Multiplied by standard variable overhead rate
$    0.62


Efficiency variance (EV)




$   46.50
U


C.
Effectiveness variance (ESV):



Actual hours worked 




    3,475.00




Standard hours allowed




 3,400.00



Variance in hours




       75.00



Multiplied by BICRf





$   0.825


Effectiveness variance



$   61.88 
U


D.
Idle capacity variance (ICV)



Budgeted fixed indirect cost




$3,300.00



Actual activity multiplied by $0.825


 2,866.88


Idle capacity variance





$  433.12 
U

