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INTRODUCTION
This essay will look at the performance and the impact from the recent events, e.g. Covid-19 and lockdown and how the company XLG and its management need to calculate and make decisions to adapt to the change in the market environment. The variances in price and quantity are calculated and the management performance is investigated. The planning and operational variances and their control is discussed in this essay. The question whether the Company should buy or produce FarmaQ is also introduced and discussed. The study case of this company and the figures are presented in the following example/tasks.
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 Required: 
Calculate the following for the second quarter, showing all workings clearly: 
(i) The sales price variance and sales volume contribution variance. (12 marks) 

[image: ]




*Increase in demand of the products due to the Coronavirus
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(ii)  The material price planning variance and material price operational variance. (8 marks)
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Material Price Planning Variance (MPPV) and Material Price Operational Variance
 for both chemical X and Y









Expenditure Variance




iii) Merits and demerits of using variances in assessing managers performance

Traditional budgeting is comparison between the Budgeted (standard) with the Actual performance. Using the traditional methods, it doesn’t show clear Why there is a variance and who is accountable for the variance. That is why the use of flexible budgeting is used to help investigate what went wrong and why there is a variance. 
The Comparison between the Budgeted and Flexible is called Planning Variance, which means it is not controllable but gives information that is useful to the managers and how efficient the Company and this information could be used for future planning. (Durry, C., 2018)

Usage variance:  In the Manufactory industry the Production manager has the responsibility to control the usage and is accountable for any variances.  

The Price variance responsibility is of the Buying manager. The purchasing efficiency (Operational) variance measure reveals the actual conditions that are prevailing during the reporting period. (Durry, C., 2018)

 The comparison between Flexible and Actual performance is called Operational Variance. Managers performance should be measure by comparing actual results with the revised standards based on the actual condition that the managers are operating during the period. 
The formula for calculating planning variance is   
  Purchase efficiency variance
[image: ]
1. Improving cost of control. Companies can improve their control of cost by setting standards for each type of cost and flagged the variances when occur. The variance might be a result of change in price of inputs which is outside of the manager control. The revised price is the new standard used starting point to judge the efficiency and effectiveness of manager’s performance. to control the costs.  Further investigation when there is a variance from the revised price and the actual price to revel if the cause is from inefficient use of materials or insufficient purchases. 
2. Useful information can be obtained for making decisions and managerial planning. Managers can use the standard costs to prepare more accurate budgets and estimate the costs better. For top management this information is important in planning and making decisions. The appropriate standard cost system can be used for future predictions and more accurate estimating to make the standard cost to be close to the actual cost. 
3. Reasonable and easier inventory measurement. The standard cost system provides a better inventory valuation than the actual cost. Under the actual cost system, the unit cost system may differ of identical products. For example, if during a working process there is a machine malfunction the batch that tent to increase the labour overheads and the cost will be applied to all units of a given product because the company will assume that they were produced during at this time. The identicality of units being produced will be documented at the same cost (Bragg, S.M. 2007)

Disadvantages that would result from a business using variances are:
1. Controversial materiality limits for variances. Determining the materiality limits of the variances might be controversial. The management of each company used to have responsibility to decide what used to constitute a material or unusual variance. (Maher, M., Stickney, C. & Wail, R. 2008).
2. Not reporting of certain variances. Workers are not reporting all exception, e.g. negative exception to the budget or may try to minimise these exceptions and try to cover the inefficiency. If the employee succeeds in covering the variance will diminish the budget effectiveness.
3. Employee low moral: The management by exception approach used to focus on the uncommon variances. They focused on unfavourable variance and sometimes ignore the favourable. Employees might believe that poor performance used to get an attention while the good performance is ignored, which may lead to the morale of those employee to suffer. (Maher, M., Stickney, C. & Wail, R. 2008). Some of the merits and demerits are illustrated bellow( See fig.1).


(Fig 1)
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Source:  Maher, M. W., Stickney C.P. and Weil, R. L. 2008. “Managerial accounting- an Introduction to concepts, methods and use” 10th edition, pdf


The controllable and non-controllable variances that are flagged by the analysis are used to measure the manager’s performance and their motivation and if they are aware that will not be accountable for the poor estimation and planning, they will setts poor standards.
The estimating standard setting, and planning must be more accurate, appropriate and relevant. The operational variances are providing more “fairer” reflection on the actual performance. Managers should decide as a to what should be a realistic and achievable standard should be. They may easily justify themselves for all the variances as being due to bad planning, so no operational variances will be flagged.  It is also important to take into account whether managers use appropriately this information and how their performance will be improved and to consider if this leads to better decision-making. (Maher, M. Stikney, C., Wail, R., 2008)

Investigation of Variances:
Variances should be investigated. The investigating of all variances will require some resources such as time, money, etc. Not all the investigated variance will bring results in improving the operations. There could be various reasons for variances, such as change in the market price of some of the Companies’ inputs. The standard price could become out of date as a result of technology changes. This will need to be revised, which might lead to some decision changes. Another reasons for variances could be human errors or faulty machinery.  Variances could be due to random and uncontrollable factors, such as Covid19 and lock down, etc. (Coombs, H., Hobbs, D., Jenkins, E. 2005)

The significant and persistent variances have to be investigated in order to find what cause the variances. Even some of the favourable variances have to be investigated. Some small variances in cost do not give big differences for a small amount volume, but in the long term and with increased or accumulated volume of activity could lead to increase in cost for the Company.  Even the favourable variance should not be acceptable need to be investigated as the adverse variance. 

Some of the reasons for adverse or favourable variances are: 
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- Sales volume
- Sales price
- Direct material Price
- Direct material usage
- Direct labour Rate
- Direct labour efficiency
- Fixed overheads expenditure


Variances could be adverse or favourable depending on the result in a decrease from or an increase to the budgeted profit figures. Some of the most commonly calculated variances are Sales price variances, Sales volume (Quantity), Direct material usage, Direct material price, etc. The budgeted (standard) is an estimate (is a statement of what the manager thinks what the cost would be) at that appointed time. (Coombs, H., Hobbs, D., Jenkins, E. 2005)
All planning variances are bad news, weather they are technically favourable or adverse, it means the plan didn’t go as planned. And need to be investigated. 
The revised amount is a fair benchmark to compare with the actual performance. 
When we split to Planning and Operational its clearer where exactly comes the issue for the variances. 




PART B

For strategic and operational plans manager have to consider these:
· Objectives of the Company
· How to add value to the existing and new customers?
· The market for the product is it local, national or global? 
· The trends that impact our market
· How the economy changes affect our industry, and our rivals?
· The organisation the size, capacity, structure and functions
· The risks and alternatives options.
· The contingency and tolerance the company can afford. 
The strategies of the Company are Long and short term.  The managers and the management accounting are planning the performance of the Company, setting budgets, objectives long and short. The Top management, Senior management set the management the expectations and the actual results will be compared at the end of the period. The budgeting usually involves all levels of management. The coordination and communication enable with making sure the goals and the ways to be achieved by all employees in the Company. The budgets enable the companies to measure their performance by comparing the budgeted figures with the actual performance and to make a fair judgment need to take the conditions and events happening during the period. (Horngren, Ch., Datar, S., Rajan, M. (2012).
The XLG company imports farmaQ products to the UK customers. The original standard price in the beginning before Covid19 the price was 2.50 per unit. With the increasing demand for the product the market price increases and is 4.50 per unit. The XLG is receiving a discount and pays for the product 3.70 per unit. The discount is probably due to good and profitable relationship in the past with the Company that supply the product.  The discount received gives to XLG comparative advantage. 
According to the market research the ‘Demand for chemical X and Y has increased by 45% which is likely to continue’.  The Market price is 4.50 and to produce it locally, in UK, will cost 3 per unit and will reduce the delivery by 15 working days (three weeks). 
The question arising is weather to start producing locally or to keep importing it from Brazil?
The original standard cost was 2.50 per unit and back then in this period time probably was worth it to imported from Brazil and all the Procedures, legislations and polices were in place to do the import. 
But with the recent changes and Covid19 pandemic and lock down, the market price increased, and the current price is 4.50 per unit, and the demand increased as a result by 45% and is expecting to continue increasing.  In terms of financial terms, it can be observed that importing is more costly than producing locally. However, since the demand is increasing by 45%, it is to be analysed whether the production capacity is capable of undertaking the production internally.  If it is not feasible to meet the demand if the produced internally, then it should be imported. It is very important to honour the contracts to the customers, otherwise the company might lose its loyal customer if it does not honour its demand requirements. 
The Lock down forced many companied to close their businesses as per government guidance. The demand for certain items increased beyond all expectations.  
If the XLG decide to produce it locally have to take into consideration the capacity and the operation system to see weather could manage to respond to the demand or should continue to import some from Brazil.  Because of the continue increasing demand the Company have to make some changes in the manufacture process and to invest in more machinery and plants, employees and row materials. And to make the decision the manager should consider the advantages and disadvantages mentioned bellow. Some of the advantages and disadvantages are illustrated bellow (see fig 2).
[bookmark: _GoBack](Fig 2)
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Decision making under Risk
Risk arises when managers do not have accurate information or when the information is incomplete about the alternatives but have a good idea about the probability of consequences for each alternative. When they need to decide if they should determine the associated probability of each alternative based on the available information and their own knowledge and experience. The decision they need to take sometimes is under Certainty and uncertainty. (Garrison, R., Noreen, E., and Brewer, P.C 2018)
a) Certainty – When the decision maker is aware of the existing conditions with particular certainty the alternatives available and the associated condition for each of alternative and what will be the consequences of them. Under conclusive, measurable, accurate, and reliable information based of the results. The cause and effect relationships are known, and the future and repeated decisions related to the day to day operations of the business. The difference between risk and uncertainty. Keep in mind that risk is categorized as a state where the person making the decision and has incomplete information in the decision-making environment. But the decision maker can allocate probability estimates to the potential consequences of the decision. The estimates made can be derived from subjective judgement or a theoretical probability distribution.

b) Uncertainty – refers to a state in which the decision make does not even have the information to assign subjective probabilities. The difference was first made by F.H. Knight, who noted that risk is objective, but uncertainty is subjective. (Knight, F. H., 1922). Nevertheless, the two terms are often used interchangeably. 
However, the vital thing to not is that the use of subjective probabilities has reduced the importance of the distinction between risk and uncertainty. In other words, by assigning subjective pro-nay to decision making problems, decision making under uncertainty can easily be transformed into risk analysis. 


CONCLUSION 

Relevant costing is the avoidable and incremental cost that managers have to make decition about when they have to decide weather to make this cost so it result in cash outflows (See Fig. 3).. 
Relevant costs are the future and incremental cash flows that are as a result of particular decision. They do not include the sunk costs, which have inccured in the past. The relevan costs are avoidable because they are result of a particular decision which can be avoided. Unavoidable type of costs are not relevent, because the cost will be made irrespecfully of the decisions. The opertunity cost can be a relevent cost, because the cash flow is spent and the spent cash can’t be use in future as a result of the decision made to proceed with the expenditure in cash. (Collier, P.M,  2003)
For example, XLG Company if the management decide to produce Farma Q product will incurre expenditure in the future as a result of this decision is Futer cash flow, which is a type of relevant cost And if the decition is not implemented the cost will be avoidable cost. And if they implemented the decision another type of relevent cost is Oportunity cost, which means that the sacrificed cash inflow for the next best alternative as a result of the decision.

Fiig. 3
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Source:  Accounting simplified, [Available at] https://accounting-simplified.com/management/relevant-costing/

The best plan in the situation and condition presented is for the XLG company to produce the product locally and if the capacity of the Company is low to invest in machinery and people by taking into consideration all the cost they already have such as Fixed cost, Production cost, Selling and advertising, etc. And to see if they can ensure they will have all the necessary inputs (raw materials, labour) before deciding to produce it in UK. Local government and Public health and safety measures will have to be taken into consideration as well. 

The engineer’s research made by Job Excell the UK people thing that UK should reshoring their strategies and should focus on critical supplies. 
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Source: [Available at]  https://www.theengineer.co.uk/poll-pandemic-reshoring-uk-manufacturing/l (2020)


According to Bollore Logistic (2020) the Logistic was one of the most hit by the Covid-19 pandemic and especially the Air transport. With the shut down and closed borders they were and still struggling with responding to the expected deliverables. The Sea transport also had some restrictions and the travel time increased. 
The pandemic showed how important the technology advancement and implementation for some sectors. And some company to boost their manufacturing and to make the most of the uncertain situations. Some of this industry relate to the Smart Manufacturing market (According to Bollore Logistic ,2020).  Some of this Companies are 3D systems, Emerson Electric, IBM, Mitsubishi corporation, etc. 
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Microsoft_Excel_Worksheet.xlsx
Part A - Workings

								Company Name:		XLG																				Quarters

																														1st		12/1/19		2/29/20

								Material		Budgeted Sales [BS] (Units)		Standard Sales Price [SSP] (£)		Total (£)																2nd		3/1/20		5/31/20

								Chemical X		595.00		£35.00		£20,825.00																3rd		6/1/20		8/31/20

								Chemical Y		595.00		£30.00		£17,850.00																4th		9/1/20		11/30/20

								Total Sales:		1190.00				£38,675.00

								Material		Actual Sales [AS] (Units)		Actual Sales Price [ASP] (£)		Total (£)

								Chemical X		850.00		£45.00		£38,250.00

								Chemical Y		750.00		£37.00		£27,750.00

								Total Sales:		1600.00				£66,000.00

								Material		Standard Margin [SM] (£)

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.

								Chemical X		£25.00

								Chemical Y		£20.00

								Material Price Variance		£27,000.00

								FarmaQ - Market Leading Position Material (secured by patent)

								Original Target Price		£2.50		p/unit		Before Lockdown

								General Market Price at time of purchase		£4.50		p/unit		After Lockdown

								Actual Price Paid		£3.70		p/unit

								(i)

		Sales Price Variance [SPV]:						Material		Actual Price [AP] (£)		Standard Price [SP] (£)		Difference AP - SP (£)		Actual Sales [AS] (Units)		SPV (£)

								Chemical X		£45.00		£35.00		£10.00		850.00		£8,500.00		Favourable

								Chemical Y		£37.00		£30.00		£7.00		750.00		£5,250.00		Favourable

								Total:								1600.00		£13,750.00		Favourable		Increase in demand of the products due to the Coronavirus. 

		Sales Volume Contribution Variance  [SVCV]:						Absorption Costing: 

								Material		Actual Sales [AS] (Units)		Budgeted Sales [BS] (Units)		Difference AS - BS (Units)		Standard Margin [SM] (£)

tc={29455BD3-A201-4201-AA86-99D2C24A06FD}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales		SVCV (£)

								Chemical X		850.00		595.00		255.00		£25.00		£6,375.00

								Chemical Y		750.00		595.00		155.00		£20.00		£3,100.00

								Total:		1600.00		1190.00		410.00				£9,475.00		Favourable

								(ii)



		Material Price Planning Variance [MPPV]:

tc={AEAA7D00-4905-434A-A81F-1EC954A0374E}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes						Original Target Price (£)		General Market Price (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Planning Variance (£)

		for both Chemical X&Y						£2.50		£4.50		1.00		1600.00		-£3,200.00		Unfavourable



		Material Price Operational Variance [MPOV]:						General Market Price (£)		Actual Price Paid (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Operational Variance (£)

		for both Chemical X&Y						£4.50		£3.70		1.00		1600.00		£1,280.00		Favourable

														Total MPPV & MPOV:		-£1,920.00		Unfavourable



												Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

		Expenditure Variance [EV] (Check Total MPPV + MPOV):										1600.00		£3.70		£5,920.00



												Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)

												1600.00		£2.50		£4,000.00



																-£1,920.00		Unfavourable

														Check		£0.00

the balance remaining after deducting standard costs from a company's sales - Standard Profit.



the balance remaining after deducting standard costs from a company's sales



https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes
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(Actual Price - Standard Price) x Actual Unit
Actual Price x Actual Units Sold - Standard Price x Actual Units Sold
Actual Sales Revenue - Standard Revenue of Actual Units Sold
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Sales Volume Variance (where absorption costing is used):
= (Actual Unit Sold - Budgeted Unit Sales) x Standard Profit Per Unit
Sales Volume Variance (where marginal costing is used):

= (Actual Unit Sold - Budgeted Unit Sales) x Standard Contribution Per Unit
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Planning and operational variances for sales

The sales volume variance can be sub-divided into a planning and operational variance:

Original budgeted sales x standard margin Market size variance

Revised budgeted sales x standard margin | (Planning)
(to achieve target share of actual market) Market share variance

. . (operational)
Actual sales quantity x standard margin
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2. Material price: The sole reason for the variance was an increase in the price of famaQ which is their
superior cleaning ingredient with an original standard price of £2.50 per unit. Each unit of chemical X and Y

requires 1 unit of famaQ; however, due to the lockdown and restriction on interational travel, famaQ which is
‘produced in Brazil had to be imported using air transport which is more expensive in comparison to sea transport,
thereby resulting in an increased unit price of £4.50 per unit. XLG actually paid £3.70 per unit for 3maQ.
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Original Target Price £2.50 p/unit Before Lockdown

General Market Price at time of purchase £4.50 p/unit

Actual Price Paid £3.70 p/unit

FarmaQ - Market Leading Position Material (secured by patent)

After Lockdown


Microsoft_Excel_Worksheet1.xlsx
Part A - Workings

								Company Name:		XLG																				Quarters

																														1st		12/1/19		2/29/20

								Material		Budgeted Sales [BS] (Units)		Standard Sales Price [SSP] (£)		Total (£)																2nd		3/1/20		5/31/20

								Chemical X		595.00		£35.00		£20,825.00																3rd		6/1/20		8/31/20

								Chemical Y		595.00		£30.00		£17,850.00																4th		9/1/20		11/30/20

								Total Sales:		1190.00				£38,675.00

								Material		Actual Sales [AS] (Units)		Actual Sales Price [ASP] (£)		Total (£)

								Chemical X		850.00		£45.00		£38,250.00

								Chemical Y		750.00		£37.00		£27,750.00

								Total Sales:		1600.00				£66,000.00

								Material		Standard Margin [SM] (£)

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.

								Chemical X		£25.00

								Chemical Y		£20.00

								Material Price Variance		£27,000.00

								FarmaQ - Market Leading Position Material (secured by patent)

								Original Target Price		£2.50		p/unit		Before Lockdown

								General Market Price at time of purchase		£4.50		p/unit		After Lockdown

								Actual Price Paid		£3.70		p/unit

								(i)

		Sales Price Variance [SPV]:						Material		Actual Price [AP] (£)		Standard Price [SP] (£)		Difference AP - SP (£)		Actual Sales [AS] (Units)		SPV (£)

								Chemical X		£45.00		£35.00		£10.00		850.00		£8,500.00		Favourable

								Chemical Y		£37.00		£30.00		£7.00		750.00		£5,250.00		Favourable

								Total:								1600.00		£13,750.00		Favourable		Increase in demand of the products due to the Coronavirus. 

		Sales Volume Contribution Variance  [SVCV]:						Absorption Costing: 

								Material		Actual Sales [AS] (Units)		Budgeted Sales [BS] (Units)		Difference AS - BS (Units)		Standard Margin [SM] (£)

tc={29455BD3-A201-4201-AA86-99D2C24A06FD}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales		SVCV (£)

								Chemical X		850.00		595.00		255.00		£25.00		£6,375.00

								Chemical Y		750.00		595.00		155.00		£20.00		£3,100.00

								Total:		1600.00		1190.00		410.00				£9,475.00		Favourable

								(ii)



		Material Price Planning Variance [MPPV]:

tc={AEAA7D00-4905-434A-A81F-1EC954A0374E}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes						Original Target Price (£)		General Market Price (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Planning Variance (£)

		for both Chemical X&Y						£2.50		£4.50		1.00		1600.00		-£3,200.00		Unfavourable



		Material Price Operational Variance [MPOV]:						General Market Price (£)		Actual Price Paid (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Operational Variance (£)

		for both Chemical X&Y						£4.50		£3.70		1.00		1600.00		£1,280.00		Favourable

														Total MPPV & MPOV:		-£1,920.00		Unfavourable



												Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

		Expenditure Variance [EV] (Check Total MPPV + MPOV):										1600.00		£3.70		£5,920.00



												Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)

												1600.00		£2.50		£4,000.00



																-£1,920.00		Unfavourable

														Check		£0.00

the balance remaining after deducting standard costs from a company's sales - Standard Profit.



the balance remaining after deducting standard costs from a company's sales



https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes
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(Actual Price - Standard Price) x Actual Unit
Actual Price x Actual Units Sold - Standard Price x Actual Units Sold
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Sales Volume Variance (where absorption costing is used):
= (Actual Unit Sold - Budgeted Unit Sales) x Standard Profit Per Unit
Sales Volume Variance (where marginal costing is used):

= (Actual Unit Sold - Budgeted Unit Sales) x Standard Contribution Per Unit
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Planning and operational variances for sales

The sales volume variance can be sub-divided into a planning and operational variance:

Original budgeted sales x standard margin Market size variance

Revised budgeted sales x standard margin | (Planning)
(to achieve target share of actual market) Market share variance

. . (operational)
Actual sales quantity x standard margin







image6.png
Sales Price Variance [SPVI:
Actual Price - Standard Prics)  x Actual Unit

Actual Price x Actual Unis Sob Standard Price x Actual Units Sold

- Standard Revenue of Actual Units Soid
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Material Actual Price [AP] (£) Standard Price [SP] (£) Difference AP - SP (£) Actual Sales [AS] (Units) SPV (£)

Chemical X £45.00 £35.00 £10.00 850.00 £8,500.00 Favourable

Chemical Y £37.00 £30.00 £7.00 750.00 £5,250.00 Favourable

Total: 1600.00 £13,750.00 Favourable


Microsoft_Excel_Worksheet2.xlsx
Part A - Workings

								Company Name:		XLG																				Quarters

																														1st		12/1/19		2/29/20

								Material		Budgeted Sales [BS] (Units)		Standard Sales Price [SSP] (£)		Total (£)																2nd		3/1/20		5/31/20

								Chemical X		595.00		£35.00		£20,825.00																3rd		6/1/20		8/31/20

								Chemical Y		595.00		£30.00		£17,850.00																4th		9/1/20		11/30/20

								Total Sales:		1190.00				£38,675.00

								Material		Actual Sales [AS] (Units)		Actual Sales Price [ASP] (£)		Total (£)

								Chemical X		850.00		£45.00		£38,250.00

								Chemical Y		750.00		£37.00		£27,750.00

								Total Sales:		1600.00				£66,000.00

								Material		Standard Margin [SM] (£)

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.

								Chemical X		£25.00

								Chemical Y		£20.00

								Material Price Variance		£27,000.00

								FarmaQ - Market Leading Position Material (secured by patent)

								Original Target Price		£2.50		p/unit		Before Lockdown

								General Market Price at time of purchase		£4.50		p/unit		After Lockdown

								Actual Price Paid		£3.70		p/unit

								(i)

		Sales Price Variance [SPV]:						Material		Actual Price [AP] (£)		Standard Price [SP] (£)		Difference AP - SP (£)		Actual Sales [AS] (Units)		SPV (£)

								Chemical X		£45.00		£35.00		£10.00		850.00		£8,500.00		Favourable

								Chemical Y		£37.00		£30.00		£7.00		750.00		£5,250.00		Favourable

								Total:								1600.00		£13,750.00		Favourable		Increase in demand of the products due to the Coronavirus. 

		Sales Volume Contribution Variance  [SVCV]:						Absorption Costing: 

								Material		Actual Sales [AS] (Units)		Budgeted Sales [BS] (Units)		Difference AS - BS (Units)		Standard Margin [SM] (£)

tc={29455BD3-A201-4201-AA86-99D2C24A06FD}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales		SVCV (£)

								Chemical X		850.00		595.00		255.00		£25.00		£6,375.00

								Chemical Y		750.00		595.00		155.00		£20.00		£3,100.00

								Total:		1600.00		1190.00		410.00				£9,475.00		Favourable

								(ii)



		Material Price Planning Variance [MPPV]:

tc={AEAA7D00-4905-434A-A81F-1EC954A0374E}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes						Original Target Price (£)		General Market Price (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Planning Variance (£)

		for both Chemical X&Y						£2.50		£4.50		1.00		1600.00		-£3,200.00		Unfavourable



		Material Price Operational Variance [MPOV]:						General Market Price (£)		Actual Price Paid (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Operational Variance (£)

		for both Chemical X&Y						£4.50		£3.70		1.00		1600.00		£1,280.00		Favourable

														Total MPPV & MPOV:		-£1,920.00		Unfavourable



												Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

		Expenditure Variance [EV] (Check Total MPPV + MPOV):										1600.00		£3.70		£5,920.00



												Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)

												1600.00		£2.50		£4,000.00



																-£1,920.00		Unfavourable

														Check		£0.00

the balance remaining after deducting standard costs from a company's sales - Standard Profit.



the balance remaining after deducting standard costs from a company's sales



https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes
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(Actual Price - Standard Price) x Actual Unit
Actual Price x Actual Units Sold - Standard Price x Actual Units Sold
Actual Sales Revenue - Standard Revenue of Actual Units Sold
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Sales Volume Variance (where absorption costing is used):
= (Actual Unit Sold - Budgeted Unit Sales) x Standard Profit Per Unit
Sales Volume Variance (where marginal costing is used):

= (Actual Unit Sold - Budgeted Unit Sales) x Standard Contribution Per Unit
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Planning and operational variances for sales

The sales volume variance can be sub-divided into a planning and operational variance:

Original budgeted sales x standard margin Market size variance

Revised budgeted sales x standard margin | (Planning)
(to achieve target share of actual market) Market share variance

. . (operational)
Actual sales quantity x standard margin
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Satles Volume Contribution Variance [SWVCOWVI:

jes Volume Vanance (where absorpion Costing /s used):

= (Actual Unz Soki - Budgeted Unt Sales) x Standard Profit Per Una
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Absorption Costing: 

Material Actual Sales [AS] (Units) Budgeted Sales [BS] (Units) Difference AS - BS (Units) Standard Margin [SM] (£) SVCV (£)

Chemical X 850.00 595.00 255.00 £25.00 £6,375.00

Chemical Y 750.00 595.00 155.00 £20.00 £3,100.00

Total: 1600.00 1190.00 410.00 £9,475.00

Favourable


Microsoft_Excel_Worksheet3.xlsx
Part A - Workings

								Company Name:		XLG																				Quarters

																														1st		12/1/19		2/29/20

								Material		Budgeted Sales [BS] (Units)		Standard Sales Price [SSP] (£)		Total (£)																2nd		3/1/20		5/31/20

								Chemical X		595.00		£35.00		£20,825.00																3rd		6/1/20		8/31/20

								Chemical Y		595.00		£30.00		£17,850.00																4th		9/1/20		11/30/20

								Total Sales:		1190.00				£38,675.00

								Material		Actual Sales [AS] (Units)		Actual Sales Price [ASP] (£)		Total (£)

								Chemical X		850.00		£45.00		£38,250.00

								Chemical Y		750.00		£37.00		£27,750.00

								Total Sales:		1600.00				£66,000.00

								Material		Standard Margin [SM] (£)

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.

								Chemical X		£25.00

								Chemical Y		£20.00

								Material Price Variance		£27,000.00

								FarmaQ - Market Leading Position Material (secured by patent)

								Original Target Price		£2.50		p/unit		Before Lockdown

								General Market Price at time of purchase		£4.50		p/unit		After Lockdown

								Actual Price Paid		£3.70		p/unit

								(i)

		Sales Price Variance [SPV]:						Material		Actual Price [AP] (£)		Standard Price [SP] (£)		Difference AP - SP (£)		Actual Sales [AS] (Units)		SPV (£)

								Chemical X		£45.00		£35.00		£10.00		850.00		£8,500.00		Favourable

								Chemical Y		£37.00		£30.00		£7.00		750.00		£5,250.00		Favourable

								Total:								1600.00		£13,750.00		Favourable		Increase in demand of the products due to the Coronavirus. 

		Sales Volume Contribution Variance  [SVCV]:						Absorption Costing: 

								Material		Actual Sales [AS] (Units)		Budgeted Sales [BS] (Units)		Difference AS - BS (Units)		Standard Margin [SM] (£)

tc={29455BD3-A201-4201-AA86-99D2C24A06FD}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales		SVCV (£)

								Chemical X		850.00		595.00		255.00		£25.00		£6,375.00

								Chemical Y		750.00		595.00		155.00		£20.00		£3,100.00

								Total:		1600.00		1190.00		410.00				£9,475.00		Favourable

								(ii)



		Material Price Planning Variance [MPPV]:

tc={AEAA7D00-4905-434A-A81F-1EC954A0374E}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes						Original Target Price (£)		General Market Price (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Planning Variance (£)

		for both Chemical X&Y						£2.50		£4.50		1.00		1600.00		-£3,200.00		Unfavourable



		Material Price Operational Variance [MPOV]:						General Market Price (£)		Actual Price Paid (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Operational Variance (£)

		for both Chemical X&Y						£4.50		£3.70		1.00		1600.00		£1,280.00		Favourable

														Total MPPV & MPOV:		-£1,920.00		Unfavourable



												Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

		Expenditure Variance [EV] (Check Total MPPV + MPOV):										1600.00		£3.70		£5,920.00



												Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)

												1600.00		£2.50		£4,000.00



																-£1,920.00		Unfavourable

														Check		£0.00

the balance remaining after deducting standard costs from a company's sales - Standard Profit.



the balance remaining after deducting standard costs from a company's sales



https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes
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(Actual Price - Standard Price) x Actual Unit
Actual Price x Actual Units Sold - Standard Price x Actual Units Sold
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Sales Volume Variance (where absorption costing is used):
= (Actual Unit Sold - Budgeted Unit Sales) x Standard Profit Per Unit
Sales Volume Variance (where marginal costing is used):

= (Actual Unit Sold - Budgeted Unit Sales) x Standard Contribution Per Unit
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Planning and operational variances for sales

The sales volume variance can be sub-divided into a planning and operational variance:

Original budgeted sales x standard margin Market size variance

Revised budgeted sales x standard margin | (Planning)
(to achieve target share of actual market) Market share variance

. . (operational)
Actual sales quantity x standard margin
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a) Material planning variance = (original target price - general market price at time of purchase) x
quantity purchased

b) Material price operational variance = (general market price at time of purchase - actual price paid) x
quantity purchased
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Original Target Price (£) General Market Price (£) Materials Required (per unit) Actual Output (Units) Material Price Planning Variance (£)

£2.50 £4.50 1.00 1600.00 -£3,200.00

Unfavourable


Microsoft_Excel_Worksheet4.xlsx
Part A - Workings

								Company Name:		XLG																				Quarters

																														1st		12/1/19		2/29/20

								Material		Budgeted Sales [BS] (Units)		Standard Sales Price [SSP] (£)		Total (£)																2nd		3/1/20		5/31/20

								Chemical X		595.00		£35.00		£20,825.00																3rd		6/1/20		8/31/20

								Chemical Y		595.00		£30.00		£17,850.00																4th		9/1/20		11/30/20

								Total Sales:		1190.00				£38,675.00

								Material		Actual Sales [AS] (Units)		Actual Sales Price [ASP] (£)		Total (£)

								Chemical X		850.00		£45.00		£38,250.00

								Chemical Y		750.00		£37.00		£27,750.00

								Total Sales:		1600.00				£66,000.00

								Material		Standard Margin [SM] (£)

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.

								Chemical X		£25.00

								Chemical Y		£20.00

								Material Price Variance		£27,000.00

								FarmaQ - Market Leading Position Material (secured by patent)

								Original Target Price		£2.50		p/unit		Before Lockdown

								General Market Price at time of purchase		£4.50		p/unit		After Lockdown

								Actual Price Paid		£3.70		p/unit

								(i)

		Sales Price Variance [SPV]:						Material		Actual Price [AP] (£)		Standard Price [SP] (£)		Difference AP - SP (£)		Actual Sales [AS] (Units)		SPV (£)

								Chemical X		£45.00		£35.00		£10.00		850.00		£8,500.00		Favourable

								Chemical Y		£37.00		£30.00		£7.00		750.00		£5,250.00		Favourable

								Total:								1600.00		£13,750.00		Favourable		Increase in demand of the products due to the Coronavirus. 

		Sales Volume Contribution Variance  [SVCV]:						Absorption Costing: 

								Material		Actual Sales [AS] (Units)		Budgeted Sales [BS] (Units)		Difference AS - BS (Units)		Standard Margin [SM] (£)

tc={29455BD3-A201-4201-AA86-99D2C24A06FD}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales		SVCV (£)

								Chemical X		850.00		595.00		255.00		£25.00		£6,375.00

								Chemical Y		750.00		595.00		155.00		£20.00		£3,100.00

								Total:		1600.00		1190.00		410.00				£9,475.00		Favourable

								(ii)



		Material Price Planning Variance [MPPV]:

tc={AEAA7D00-4905-434A-A81F-1EC954A0374E}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes						Original Target Price (£)		General Market Price (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Planning Variance (£)

		for both Chemical X&Y						£2.50		£4.50		1.00		1600.00		-£3,200.00		Unfavourable



		Material Price Operational Variance [MPOV]:						General Market Price (£)		Actual Price Paid (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Operational Variance (£)

		for both Chemical X&Y						£4.50		£3.70		1.00		1600.00		£1,280.00		Favourable

														Total MPPV & MPOV:		-£1,920.00		Unfavourable



												Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

		Expenditure Variance [EV] (Check Total MPPV + MPOV):										1600.00		£3.70		£5,920.00



												Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)

												1600.00		£2.50		£4,000.00



																-£1,920.00		Unfavourable

														Check		£0.00

the balance remaining after deducting standard costs from a company's sales - Standard Profit.



the balance remaining after deducting standard costs from a company's sales



https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes
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(Actual Price - Standard Price) x Actual Unit
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Sales Volume Variance (where absorption costing is used):
= (Actual Unit Sold - Budgeted Unit Sales) x Standard Profit Per Unit
Sales Volume Variance (where marginal costing is used):

= (Actual Unit Sold - Budgeted Unit Sales) x Standard Contribution Per Unit
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Planning and operational variances for sales

The sales volume variance can be sub-divided into a planning and operational variance:

Original budgeted sales x standard margin Market size variance

Revised budgeted sales x standard margin | (Planning)
(to achieve target share of actual market) Market share variance

. . (operational)
Actual sales quantity x standard margin
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General Market Price (£) Actual Price Paid (£) Materials Required (per unit) Actual Output (Units) Material Price Operational Variance (£)

£4.50 £3.70 1.00 1600.00 £1,280.00

Favourable


Microsoft_Excel_Worksheet5.xlsx
Part A - Workings

								Company Name:		XLG																				Quarters

																														1st		12/1/19		2/29/20

								Material		Budgeted Sales [BS] (Units)		Standard Sales Price [SSP] (£)		Total (£)																2nd		3/1/20		5/31/20

								Chemical X		595.00		£35.00		£20,825.00																3rd		6/1/20		8/31/20

								Chemical Y		595.00		£30.00		£17,850.00																4th		9/1/20		11/30/20

								Total Sales:		1190.00				£38,675.00

								Material		Actual Sales [AS] (Units)		Actual Sales Price [ASP] (£)		Total (£)

								Chemical X		850.00		£45.00		£38,250.00

								Chemical Y		750.00		£37.00		£27,750.00

								Total Sales:		1600.00				£66,000.00

								Material		Standard Margin [SM] (£)

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.

								Chemical X		£25.00

								Chemical Y		£20.00

								Material Price Variance		£27,000.00

								FarmaQ - Market Leading Position Material (secured by patent)

								Original Target Price		£2.50		p/unit		Before Lockdown

								General Market Price at time of purchase		£4.50		p/unit		After Lockdown

								Actual Price Paid		£3.70		p/unit

								(i)

		Sales Price Variance [SPV]:						Material		Actual Price [AP] (£)		Standard Price [SP] (£)		Difference AP - SP (£)		Actual Sales [AS] (Units)		SPV (£)

								Chemical X		£45.00		£35.00		£10.00		850.00		£8,500.00		Favourable

								Chemical Y		£37.00		£30.00		£7.00		750.00		£5,250.00		Favourable

								Total:								1600.00		£13,750.00		Favourable		Increase in demand of the products due to the Coronavirus. 

		Sales Volume Contribution Variance  [SVCV]:						Absorption Costing: 

								Material		Actual Sales [AS] (Units)		Budgeted Sales [BS] (Units)		Difference AS - BS (Units)		Standard Margin [SM] (£)

tc={29455BD3-A201-4201-AA86-99D2C24A06FD}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales		SVCV (£)

								Chemical X		850.00		595.00		255.00		£25.00		£6,375.00

								Chemical Y		750.00		595.00		155.00		£20.00		£3,100.00

								Total:		1600.00		1190.00		410.00				£9,475.00		Favourable

								(ii)



		Material Price Planning Variance [MPPV]:

tc={AEAA7D00-4905-434A-A81F-1EC954A0374E}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes						Original Target Price (£)		General Market Price (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Planning Variance (£)

		for both Chemical X&Y						£2.50		£4.50		1.00		1600.00		-£3,200.00		Unfavourable



		Material Price Operational Variance [MPOV]:						General Market Price (£)		Actual Price Paid (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Operational Variance (£)

		for both Chemical X&Y						£4.50		£3.70		1.00		1600.00		£1,280.00		Favourable

														Total MPPV & MPOV:		-£1,920.00		Unfavourable



												Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

		Expenditure Variance [EV] (Check Total MPPV + MPOV):										1600.00		£3.70		£5,920.00



												Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)

												1600.00		£2.50		£4,000.00



																-£1,920.00		Unfavourable

														Check		£0.00

the balance remaining after deducting standard costs from a company's sales - Standard Profit.



the balance remaining after deducting standard costs from a company's sales



https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes
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(Actual Price - Standard Price) x Actual Unit
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Sales Volume Variance (where absorption costing is used):
= (Actual Unit Sold - Budgeted Unit Sales) x Standard Profit Per Unit
Sales Volume Variance (where marginal costing is used):

= (Actual Unit Sold - Budgeted Unit Sales) x Standard Contribution Per Unit
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Planning and operational variances for sales

The sales volume variance can be sub-divided into a planning and operational variance:

Original budgeted sales x standard margin Market size variance

Revised budgeted sales x standard margin | (Planning)
(to achieve target share of actual market) Market share variance

. . (operational)
Actual sales quantity x standard margin
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Total MPPV & MPOV: -£1,920.00 Unfavourable


Microsoft_Excel_Worksheet6.xlsx
Part A - Workings

								Company Name:		XLG																				Quarters

																														1st		12/1/19		2/29/20

								Material		Budgeted Sales [BS] (Units)		Standard Sales Price [SSP] (£)		Total (£)																2nd		3/1/20		5/31/20

								Chemical X		595.00		£35.00		£20,825.00																3rd		6/1/20		8/31/20

								Chemical Y		595.00		£30.00		£17,850.00																4th		9/1/20		11/30/20

								Total Sales:		1190.00				£38,675.00

								Material		Actual Sales [AS] (Units)		Actual Sales Price [ASP] (£)		Total (£)

								Chemical X		850.00		£45.00		£38,250.00

								Chemical Y		750.00		£37.00		£27,750.00

								Total Sales:		1600.00				£66,000.00

								Material		Standard Margin [SM] (£)

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.

								Chemical X		£25.00

								Chemical Y		£20.00

								Material Price Variance		£27,000.00

								FarmaQ - Market Leading Position Material (secured by patent)

								Original Target Price		£2.50		p/unit		Before Lockdown

								General Market Price at time of purchase		£4.50		p/unit		After Lockdown

								Actual Price Paid		£3.70		p/unit

								(i)

		Sales Price Variance [SPV]:						Material		Actual Price [AP] (£)		Standard Price [SP] (£)		Difference AP - SP (£)		Actual Sales [AS] (Units)		SPV (£)

								Chemical X		£45.00		£35.00		£10.00		850.00		£8,500.00		Favourable

								Chemical Y		£37.00		£30.00		£7.00		750.00		£5,250.00		Favourable

								Total:								1600.00		£13,750.00		Favourable		Increase in demand of the products due to the Coronavirus. 

		Sales Volume Contribution Variance  [SVCV]:						Absorption Costing: 

								Material		Actual Sales [AS] (Units)		Budgeted Sales [BS] (Units)		Difference AS - BS (Units)		Standard Margin [SM] (£)

tc={29455BD3-A201-4201-AA86-99D2C24A06FD}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales		SVCV (£)

								Chemical X		850.00		595.00		255.00		£25.00		£6,375.00

								Chemical Y		750.00		595.00		155.00		£20.00		£3,100.00

								Total:		1600.00		1190.00		410.00				£9,475.00		Favourable

								(ii)



		Material Price Planning Variance [MPPV]:

tc={AEAA7D00-4905-434A-A81F-1EC954A0374E}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes						Original Target Price (£)		General Market Price (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Planning Variance (£)

		for both Chemical X&Y						£2.50		£4.50		1.00		1600.00		-£3,200.00		Unfavourable



		Material Price Operational Variance [MPOV]:						General Market Price (£)		Actual Price Paid (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Operational Variance (£)

		for both Chemical X&Y						£4.50		£3.70		1.00		1600.00		£1,280.00		Favourable

														Total MPPV & MPOV:		-£1,920.00		Unfavourable



												Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

		Expenditure Variance [EV] (Check Total MPPV + MPOV):										1600.00		£3.70		£5,920.00



												Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)

												1600.00		£2.50		£4,000.00



																-£1,920.00		Unfavourable

														Check		£0.00

the balance remaining after deducting standard costs from a company's sales - Standard Profit.



the balance remaining after deducting standard costs from a company's sales



https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes
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(Actual Price - Standard Price) x Actual Unit
Actual Price x Actual Units Sold - Standard Price x Actual Units Sold
Actual Sales Revenue - Standard Revenue of Actual Units Sold
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Sales Volume Variance (where absorption costing is used):
= (Actual Unit Sold - Budgeted Unit Sales) x Standard Profit Per Unit
Sales Volume Variance (where marginal costing is used):

= (Actual Unit Sold - Budgeted Unit Sales) x Standard Contribution Per Unit
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Planning and operational variances for sales

The sales volume variance can be sub-divided into a planning and operational variance:

Original budgeted sales x standard margin Market size variance

Revised budgeted sales x standard margin | (Planning)
(to achieve target share of actual market) Market share variance

. . (operational)
Actual sales quantity x standard margin
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Actual Purchases Actual Price Paid (£) Actual Expenses (£)

1600.00 £3.70 £5,920.00

Actual Purchases Original Standard  Price (£) Expected Expenses (£)

1600.00 £2.50 £4,000.00

-£1,920.00

Unfavourable

Expenditure Variance [EV] (Check Total MPPV + MPOV):


Microsoft_Excel_Worksheet7.xlsx
Part A - Workings

														Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

				Expenditure Variance [EV] (Check Total MPPV + MPOV):										ERROR:#REF!		ERROR:#REF!		ERROR:#REF!														Quarters

																																1st		12/1/19		2/29/20

														Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)														2nd		3/1/20		5/31/20

														ERROR:#REF!		ERROR:#REF!		ERROR:#REF!														3rd		6/1/20		8/31/20

																																4th		9/1/20		11/30/20

																		ERROR:#REF!		Unfavourable

										Company Name:		XLG



										Material		Budgeted Sales [BS] (Units)		Standard Sales Price [SSP] (£)		Total (£)

										Chemical X		595.00		£35.00		£20,825.00

										Chemical Y		595.00		£30.00		£17,850.00

										Total Sales:		1190.00				£38,675.00

										Material		Actual Sales [AS] (Units)		Actual Sales Price [ASP] (£)		Total (£)

										Chemical X		850.00		£45.00		£38,250.00

										Chemical Y		750.00		£37.00		£27,750.00

										Total Sales:		1600.00				£66,000.00





										Material		Standard Margin [SM] (£)

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.

										Chemical X		£25.00

										Chemical Y		£20.00

										Material Price Variance		£27,000.00



										FarmaQ - Market Leading Position Material (secured by patent)

										Original Target Price		£2.50		p/unit		Before Lockdown

										General Market Price at time of purchase		£4.50		p/unit		After Lockdown						Favourable

										Actual Price Paid		£3.70		p/unit								Favourable

																						Favourable		Increase in demand of the products due to the Coronavirus. 

										(i)



				Sales Price Variance [SPV]:						Material		Actual Price [AP] (£)		Standard Price [SP] (£)		Difference AP - SP (£)		Actual Sales [AS] (Units)		SPV (£)

										Chemical X		£45.00		£35.00		£10.00		850.00		£8,500.00

										Chemical Y		£37.00		£30.00		£7.00		750.00		£5,250.00

										Total:								1600.00		£13,750.00		Favourable

				Sales Volume Contribution Variance  [SVCV]:						Absorption Costing: 

										Material		Actual Sales [AS] (Units)		Budgeted Sales [BS] (Units)		Difference AS - BS (Units)		Standard Margin [SM] (£)

tc={29455BD3-A201-4201-AA86-99D2C24A06FD}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales		SVCV (£)

										Chemical X		850.00		595.00		255.00		£25.00		£6,375.00

										Chemical Y		750.00		595.00		155.00		£20.00		£3,100.00

										Total:		1600.00		1190.00		410.00				£9,475.00





										(ii)



				Material Price Planning Variance [MPPV]:

tc={AEAA7D00-4905-434A-A81F-1EC954A0374E}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes								

tc={1931732E-D4C9-4D3C-B8E5-7A4CEBD6C5DF}: [Threaded comment]

Your version of Excel allows you to read this threaded comment; however, any edits to it will get removed if the file is opened in a newer version of Excel. Learn more: https://go.microsoft.com/fwlink/?linkid=870924

Comment:
    the balance remaining after deducting standard costs from a company's sales - Standard Profit.		Original Target Price (£)		General Market Price (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Planning Variance (£)

				for both Chemical X&Y						£2.50		£4.50		1.00		1600.00		-£3,200.00		Unfavourable





				Material Price Operational Variance [MPOV]:						General Market Price (£)		Actual Price Paid (£)		Materials Required (per unit)		Actual Output (Units)		Material Price Operational Variance (£)

				for both Chemical X&Y						£4.50		£3.70		1.00		1600.00		£1,280.00		Favourable



																Total MPPV & MPOV:		-£1,920.00		Unfavourable



														Actual Purchases		Actual Price Paid (£)		Actual Expenses (£)

				Expenditure Variance [EV] (Check Total MPPV + MPOV):										1600.00		£3.70		£5,920.00



														Actual Purchases		Original Standard  Price (£)		Expected Expenses (£)

														1600.00		£2.50		£4,000.00



																		-£1,920.00		Unfavourable

																Check		£0.00

the balance remaining after deducting standard costs from a company's sales - Standard Profit.



the balance remaining after deducting standard costs from a company's sales



https://www.acowtancy.com/textbook/acca-pm/planning-and-operational-variances/planning-and-operational-variances-for-material-labour/notes
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(Actual Price - Standard Price) x Actual Unit
Actual Price x Actual Units Sold - Standard Price x Actual Units Sold
Actual Sales Revenue - Standard Revenue of Actual Units Sold
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Sales Volume Variance (where absorption costing is used):
= (Actual Unit Sold - Budgeted Unit Sales) x Standard Profit Per Unit
Sales Volume Variance (where marginal costing is used):

= (Actual Unit Sold - Budgeted Unit Sales) x Standard Contribution Per Unit






image3.png

Planning and operational variances for sales

The sales volume variance can be sub-divided into a planning and operational variance:

Original budgeted sales x standard margin Market size variance

Revised budgeted sales x standard margin | (Planning)
(to achieve target share of actual market) Market share variance

. . (operational)
Actual sales quantity x standard margin







image15.png
= (General market price — actual price paid) x Quantity purchased
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MERITS

DEMERITS

Better control in costs

‘Controversial materiality limits for variance

Efficient and better forward-thinking decisions
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Advantages to produce the EarnaQin UK Tmport from Bral

- The productis cheaper / cost contral - Working chain of supply
- Save time (15 days) - B2B relationship
- Support the UK economy - Increasing demand Globally
- Integrate operations of plant - Specialized know how of suppliers, and
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TYPES OF RELEVANT COSTS

Future cash flows — Cash exspenses that will be incurred in the future
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Company Name: XLG

Material Budgeted Sales [BS] (Units)Standard Sales Price [SSP] (£) Total (£)

Chemical X 595.00 £35.00 £20,825.00

Chemical Y 595.00 £30.00 £17,850.00

Total Sales: 1190.00 £38,675.00

Material Actual Sales [AS] (Units) Actual Sales Price [ASP] (£) Total (£)

Chemical X 850.00 £45.00 £38,250.00

Chemical Y 750.00 £37.00 £27,750.00

Total Sales: 1600.00 £66,000.00

Material Standard Margin [SM] (£)

Chemical X £25.00

Chemical Y £20.00

Material Price Variance £27,000.00


