


Stoyanka Georgieva
Student number: 1813738
Management Accounting
(LCBB5002)
Assessment 2
Lecturer name: Winifred Soribe




Contents
PART A	2
Question No.1	2
Question No.2	3
Question No 3	4
PART-B	6
Introduction	6
Advantages of producing Farm Q in U.K	7
Disadvantages of Producing Farm Q in U.K	7
Evaluation of cost	8
Conclusion	8
References	8



[bookmark: _Toc49347347]PART A
[bookmark: _Toc49347348]Question No.1
	Sales Price Variance(SPV)= {Standard Rate(SP) - Actual Rate(AR)} * Actual Quantity(AQ)
	 
	 

	{(35.00 + 30.00) - (45.00 + 37.00)} * 1600.00
	 
	 

	{65.00 - 82.00} * 1600.00
	 
	 

	(-17.00) * 1600.00
	 
	 

	-27200.00
	 
	 

	27200.00 A
	 
	 

	 
	 
	 

	OR
	 
	 

	Actual Sales Price(ASP) = Actual Sales Quantity(ASQ) * Actual Sales Price(ASP)
	 
	 

	Chemical X = 850.00 * 45.00
	38250.00
	 

	Chemical Y=750.00*37.00
	27750.00
	 

	Total(T)
	66000.00
	 

	 
	 
	 

	Standard Sales Price(SSP) = Actual Sales Quantity(ASQ) * Standard Sales Price(SSP)
	 
	 

	Chemical X = 850 .00* 35.00
	29750.00
	 

	Chemical Y = 750.00 * 30.00
	22500.00
	 

	Total(T)
	52250.00
	 

	 
	 
	 

	Now, Sales Variance(SV) = Standard Sales Price(SSP) - Actual Sales Price(ASP)
	 
	 

	52250.00 - 66000.00
	 
	 

	-13750.00
	 
	 

	13750.00 A
	 
	 

	 
	 
	 

	Hence, Price Variance(PV) = {Standard Rate(SR) - Actual Rate(AR)} * Actual Quantity(AQ)
	 
	 

	Chemical X = (35.00– 45.00) * 850.00
	-8500.00
	 

	Chemical Y = (30.00– 37.00) * 750.00
	-5250.00
	 

	Total (T)
	-13750.00
	 

	Total (T)
	13750.00 A
	 

	 
	 
	 

	Hence, Sales Price Variance (SPV)
	 
	 

	Chemical X = 27000.00 * (850.00 / 1600.00)
	14344.00
	F

	Chemical Y = 27000.00 * (750.00 / 1600.00)
	12656.00
	F

	 
	 
	 




	Particulars
	Chemical X
	Chemical Y

	Actual Sales(AS) (Units)
	850.00
	750.00

	Actual Sales Price(ASP) Per Unit(PU)
	45.00
	37.00

	Sales Value(SV)
	850.00 * 45.00
	750.00 * 37.00

	 
	38250.00
	27750.00

	 
	 
	 

	Computation of contribution
	 
	 

	Sales(S)
	38250.00
	27750.00

	(-) Variable Cost(V.C)
	 
	 

	X = 850 .00* 25.00
	21250.00
	 

	Y = 750.00 * 20.00
	 
	15000.00

	Contribution (C)
	17000.00
	12750.00

	 
	 
	 

	Sales Volume Contribution Variance(SVCV|)
	 
	 

	Chemical X
	17000.00
	F

	Chemical Y
	12750.00
	F

	Total (T)
	29750.00
	F

	 
	 
	 

	Hence, Particulars
	Chemical X
	Chemical Y

	Sales(S)
	38250.00
	27750.00

	(-) Variable Cost(V.C)
	 
	 

	X = 850.00 * 3.70.00
	3145.00
	 

	Y = 750.00 *3.70
	 
	2775.00

	Contribution (C)
	35105.00
	24975.00

	 
	 
	 

	Contribution Variance(C.V)
	 
	 

	Chemical X
	35105.00
	F

	Chemical Y
	24975.00
	F

	Total(T)
	60080.00
	F



[bookmark: _Toc49347349]Question No.2
	Material Price Planning Variance(MPPV) = {Standard Price(SP) - Budgeted Price(BP)} * Actual Output(AO)
	 
	 

	Chemical X = (2.50 - 4.50) * 850.00
	 
	 

	(-2.00) * 850.00
	 
	 

	-1700.00
	1700.00
	A

	 
	 
	 

	Chemical Y = (2.50 - 4.50) * 750.00
	 
	 

	(-2.00) * 750.00
	 
	 

	-1500.00
	1500.00
	A

	Total (T)
	3200.00
	A

	 
	 
	 

	Material Price Operational Variance(MPOV) = {Budgeted Price(BP) - Actual Price(AP)} * Actual Output(AO)
	 
	 

	Chemical X = (4.50 - 3.70) * 850.00
	680.00
	F

	Chemical Y = (4.50 - 3.70) * 750.00
	600.00
	F

	Total (T)
	1280.00
	F

	 
	 
	 

	OR, {Actual Price(AP) - Standard Price(SP)} * Actual Output (AO)
	 
	 

	Chemical X = (3.70 - 2.50) * 850.00
	1020.00
	F

	Chemical Y = (3.70 - 2.50) * 750.00
	900.00
	F

	Total (T)
	1920.00
	F

	 
	 
	 

	
	
	



Note:
Here, A stands for adverse.
F stands for favorable.
[bookmark: _Toc49347350]Question No3
Variance analysis is the measurable investigation of the difference between thestandard, budgeted or planned performance in relation to the actual cost in a certain period of time. This is mainly used to maintain hegemony over a business. Variance analysis is especially constructive when one review the amount of a variance on a trend line, so that the sudden change in the variance level from time to time are more evident. This method also probes the differences between the standard output and the actual output just to find out the differences between the above two and an elucidation why the variance has occurred (Saunders, et al, 2016).
Types of Variance Analysis can be explained by
Effects of variances:
When actual results are better than standard results, then it can be describes as Favorable variance(F)
When actual results are less than standard results, then it can be described as Adverse variance(A)
Nature of variances:
Direct Material variances –Difference between actual and expected number of units produced.
Direct labour variances-Difference between actual cost and standard cost paid for actual number of hours.
Fixed production overhead variances-Here it is related to the fixed cost incurred by the company i.e. the difference between actual and standard.
Sales Variance-Difference between the actual and standard sales (Landier, et al, 2020).
For Example: Sales for the month were $4000, which is lower than the actual budget of $12000. The variance was caused just because of the loss of customers during the lockdown and it was found later that the customers were not happy with the products and the services catered to them. Analysis by variance is very important for the management to why the variation occurs and what can be done to remodel it for better outcomes.
So, here in this case study we can find out the reasons for its variance
Trade conditions: To manage business operations,productivity,profits,business conditions,the manager needs to make or change various policies, decisions, and plans.However trade along with market conditions can sometimes become difficult for the managers to predict but still he needs to make strategies to meet the required demand and supply. Like in case of chemical X and chemical Y their demand can go up which means revenues will be more and vice versa and sometimes demand can be more but the supply is less. So, these are the important decisions which the managers need to take very seriously to have an added advantage compared to its competitors and so that that can enjoy lot of profits. The main motive of all the managers should be providing best products or services; they should always discuss it with his management team. He should be open to all ideas.He should be confident enough to take a risk and pull the risk, even if the situation is not suitable (Autor, et al, 2020)
Government directives: In this difficult times of Covid-19 pandemic, the, managers need to take various steps, rules, regulations, norms issued by the authority. Safety of the employees must be ensured so that their risk is not endangered. Employees must be always safeguarded because they are the sole reasons for increasing their productivity, which in turn will directly increase their profits and help them to gain a completive advantage over its competitors. Managers in these times must think ahead of how to get maximum help and guidance from the government so that they are comfortable enough to cope up with the new norms (Tan, et al, 2020).
Advantages
There can be many advantages regarding the formation of XLQ by decoding the performance of the managers on the basis ofvariance. First of all the managers use variance analysis to measure and analyze what has occurred in the past , not only this they also can find out the reasons for actual performances falling short or exceeding its standard, this helps the managers to get motivated and improve their performance because they have found out the correct formula for excellence. The mangers can develop far-sightedness in the course of time that will ultimately improve the company’s performance. Mangers need to develop a cordial and healthy relationship between the employees, creditors, customers, suppliers for smooth functioning of its operations. He should be always dynamic and flexible enough to make constant changes according to the situations, which will help them to stay ahead of their competitors. Lastly, the manager needs to experiment and innovate with its work like looking to reduce wastage of raw materials, reducing the variable cost, abundant supply of raw materials. Therefore, in this way managers can have positive impact on the performance of a company (Bartik, et al, 2020).
Disadvantages
As we have discussed the advantages regarding assessment of manager’s performance on variance, but there are some disadvantages also which may affect negatively in respect of the company. Firstly, government rules and regulations can have anegative impact on the execution of its work. Secondly, as the manager is in charge of the whole management of the company, he may sometimes choose a path of mal and unfair trade practices to generate faster and better results, this can have a positive effect in the short run but in the long run, which can severely affect the company’s operations, revenues and image. The manager needs to procure its materials and labour at a price lower than its competitors, then only they can give competition to its rivals and add added value to its products. Then the managers may settle for poor quality of raw materials, which in turn will deteriorated the final product and will also tarnish the image of thecompany. Customer Satisfaction is the most important factor for any company, so the manager needs to develop a mechanism in the budget, which will help them to check the customer preferences and change it according to the varied circumstances. Lastly, the managers can exploit with the figures of sales, purchases, opening stocks, closing stocks, when their planning and approach does notwork. There are certain factors, which are very difficult for the managers to cope up, predict, and apply. Therefore, the managers need to identify those uncontrollable elements from before so that it will not affect the company’s performance in the long run (Falato, et al, 2020).
[bookmark: _Toc49347351]PART-B
[bookmark: _Toc49347352]Introduction
The case study layout in the question outlines the performance, functioning of XLG Company, which is located in the eastern part of Britain. This company is involved in the business of manufacturing and selling of two cleaning agents i.e. chemical X and chemical Y and a superior quality cleaning agent i.e. Farm Q which has been patented to maintain a competitive advantage over its competitors and rivals. Here in this part, it is being debated whether FarmQ will be manufactured in its own country which is Britain or will it be imported from Brazil because of the outbreak of Covid-19 pandemic. Here in this context there will be many positive and negative aspects.
[bookmark: _Toc49347353]Advantages of producing Farm Q in U.K
Some of the advantages, which can be enjoyed by XLG Company in producing Farm Q in U.K, can be established here in many ways. Firstly, we can see that while manufacturing in U.K that the duration of delivery will be almost decreased to 15 working days, which will enhance the production process and the company will be able according to its demand and requirements. They can also improve the quality of the product, more that will help them to increase their demand. As they are getting an extra amount of time, they can expand their business by introducing new line of varied products. Marketresearchers have predicted that demand of its two products i.e. Chemical x and chemical y has shown a growth of about 45% and which is likely to continue. This stipulates that large amount of production and competitive advantage which XLG has over its rivals .This rise in demand can also be seen from the fact that the company is able to supply more than its competitors, produce and supply quality products, no shortage of delay of production  has impacted in a positive way in its sales and profitability. As it was being already said that Farm Q has secured patent rights, this has given an added and massive advantage to them. By producing in U.K, the Variable cost, fixed cost, import cost, delivery has decreased considerably. As the infrastructure is already them, company can expand its production according to their requirements and there will be no incur of expenses for any establishment costs (Baker, et al, 2020).
[bookmark: _Toc49347354]Disadvantages of Producing Farm Q in U.K
During these difficult times of this pandemic conid-19, companies may not be in a strong financial position to incur any type of capital expenditure or investments. The investing may not be a fruit-bearing decision for the company, hence can impact the whole functioning of the business. There is no doubt that cost of manufacturing in U.K is less compared to importing in this pandemic, but once this situation gets better it will change for sure. More over the customers may lose trust and confidence in the company because they might think that the company has taken advantage of these difficult times. This type of market is very dynamic, alwaysuncertain, so should be looked after with utmost care. There are many types of expenses, which will be incurred if production is done such as Recruitment cost as the demand is still there, training cost of the new employees, new norms and safety precautions for the employees can incur lot of costs, medicalfacilities. This all factors can lead to uncurtaining in smoothly functioning of business and shortages of cash and working capital can be seen (Sensier, et al, 2020). Government also has directed that there will be no 100% of workers working in a single day, so this can impact the production and the amount of revenue will be very less which will affect the company in longer run. More over the company has to incur the fixed and variable costs without generating any revenues.
[bookmark: _Toc49347355]Evaluation of cost
In a company cost is the most important part because here every functions of any business isdirectly related it. The cost should be properly evaluated because any changes without any information can adversely affect the company. The basic principle of any company is lower the cost, more is the profit for them. Companies also offer lot of discounts, benefits to its customers, like in case of festivals the product is given at a discount. To capture new customers, companies tend to lower the prices of its products. Forinstance in this case, the original standard price of Farm Q used to be 2.5 pound per unit before Covid-19 but now due to Government regulations, norms, lockdown, travel restrictions, delivery of FarmQ has been difficult. Earlier Sea routes were used for delivery, which was quite a cheap mode of transport but now due to this worldwide pandemic ,flights are used for the supply of goods which has resulted in increase of transportation cost which directs impacted the cost of unit by increasing from 2.5 pound per unit to 4.5 pound per unit. Going in to the details of every aspect of this cost details, XLG would incur 3 pound if production were done in U.K if compared to 3.7 if imported. So, the manger needs to look in to this matter very accurately and take a decision which only helps the firm in longer run (Brown, et al, 2019).
[bookmark: _Toc49347356]Conclusion
So, it can be concluded that XLG should definitely manufacture Farm Q.This producing should be done in such a way that among which will be invested is done with utmost care and with strategic planning. The company should not think of incurring any kind of capital expenditure but should try to use the one, which is already available. This will bring down the extra cost, which might increase the cost per unit of the product. However, for future, they should make a project plan, which will guide them to do importing when the situation heals. This should be done from beforehand to avoid any delay from experiencing any kind of profitable advantage to the company. The company should also look for enhancing or increasing the production capabilities of both Chemical X and Chemical Y, this will make them to stay clear ahead of its rivals in every possible way. However, most importantly should look after its employees provide them with all medical benefits, facilities. They should look to accommodate with the new changes because everything is changing in this world.
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