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Flexible Budget and Performance Analysis
	Budget planning involves a process of constructing a budget and then using the operations for a specific objective. Budget planning aims to avoid the risks that an individual or a firm can incur. Flexible budget flexes or adjusts with changes in activity or volume. Besides, such a budget is primarily complicated but useful more than other budgets; the principal characteristic of this budget is that it covers a range of activities and replaces a static budget for governance. It also facilitates performance evaluation and measurement. It also allows easy changing of variations of sales levels and production. For computation purposes, one must multiply the variable cost per unit by the actual production volume.
	Value of the flexible budget= variable cost per unit ×actual production volume
The next step involves combining the fixed costs and the variable costs to develop a new overhead budget report. The major setback with the static panning budget is its rigidity. The lack of flexibility makes it challenging to allocate additional resources. Favourable variance is a position where the actual income is more than the actual expenditure. Contrary unfavorable variance happens when the cost of producing something is much greater than the budgeted amount customarily expressed as a negative number. A flexible budget works through adjusting the changes in actual revenue levels. Activity variance is the distinction between the actual cost and the revenue. To calculate activity variance, one must assign all overhead cost levels of activity and calculate the standard rates.
Activity standard=annual overhead cost÷cost center’s practical capability.
Revenue variance is the difference between the revenue in the budget and the organization's revenue within a set time.
Revenue variance= total esteemed revenue-actual revenue
Rate variance is the difference between the actual and budgeted amount of an expense.
	Standards cost system is a tool for planning budgets, controlling and managing cost, and evaluating cost management performance. It involves estimating the required cost of production.
Direct labor rate variance= (actual hour worked×actual rate per hour)- (actual hours worked×standard rate per hour)
Direct labor rate variance=actual rate per hour-standard rate per hour) ×actual hours worked
Price variance= (actual price- standard price) ×actual hours
Usage variance= (actual hours-standard hours) ×standard price
Variable overhead variance= (actual cost -standard costs) ×actual units
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