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ExerCISE 9-2 PRePARE A REPORT SHOWING REVENUE AND SPENDING V ARIANCES (LO9-2] QuiLcene OYSTERIA FARMS

(UNDERSTANDING VARIANCES IS A FUNDAMENTAL ASPECT OF MANAGERIAL ACCOUNTING, AS IT ENABLES MANAGERS TO COMPARE
ACTUAL FINANCIAL PERFORMANCE AGAINST PLANNED OR BUDGETED FIGURES. V ARIANCE ANALYSIS PROVIDES INSIGHTFUL
INFORMATION REGARDING OPERATIONAL EFFICIENCY, COST CONTROL, AND REVENUE GENERATION, WHICH ARE CRUCIAL FOR MAKING
INFORMED BUSINESS DECISIONS. IN THE CONTEXT OF QUILCENE OYSTERIA FARMS/ A COMPANY INVOLVED IN OYSTER FARMING AND
SALES, PREPARING A DETAILED REPORT ON REVENUE AND SPENDING VARIANCES HELPS IDENTIFY AREAS OF STRENGTH AND
CONCERN, FACILITATING BETTER PLANNING AND CONTROL. THIS ARTICLE OFFERS A COMPREHENSIVE WALKTHROUGH OF HOW TO
PREPARE SUCH A REPORT, ILLUSTRATING KEY CONCEPTS, CALCULATIONS, AND PRACTICAL CONSIDERATIONS.

UUNDERSTANDING V ARIANCE ANALYSIS

WHAT ARE V ARIANCES?

V ARIANCES ARE THE DIFFERENCES BETWEEN ACTUAL FINANCIAL RESULTS AND BUDGETED OR STANDARD AMOUNTS. THEY FALL
INTO TWO MAIN CATEGORIES:

® REVENUE V ARIANCES: DIFFERENCES BETWEEN ACTUAL AND BUDGETED REVENUES.

¢ SPENDING (OE COST) V ARIANCES: DIFFERENCES BETWEEN ACTUAL AND BUDGETED EXPENSES.

THESE VARIANCES CAN BE FAVORABLE OR UNFAVORABLE:

® FAVORABLE V ARIANCE: \WHEN ACTUAL REVENUES ARE HIGHER THAN BUDGETED, OR ACTUAL COSTS ARE LOWER THAN
BUDGETED.

o UNFAVORABLE V ARIANCE: W/HEN ACTUAL REVENUES ARE LOWER THAN BUDGETED, OR ACTUAL COSTS ARE HIGHER THAN
BUDGETED.

IMPORTANCE OF V ARIANCE ANALYSIS FOR QUILCENE OYSTERIA FARMS

FOR AN OYSTER FARM, MANAGING REVENUE STREAMS (SALES OF OYSTERS, WHOLESALE CONTRACTS, RETAIL SALES) AND
CONTROLLING COSTS (LABOR, FEED, MAINTENANCE, TRANSPORTATION) ARE VITAL FOR PROFITABILITY. V ARIANCE ANALYSIS
HELPS!

- DETECT DEVIATIONS EARLY

- IDENTIFY CAUSES OF VARIANCES

- MAKE INFORMED OPERATIONAL ADJUSTMENTS

- IMPROVE FUTURE BUDGETING ACCURACY

GATHERING DATA FOR V ARIANCE ANALYSIS



CoLLECTING ACTUAL FINANCIAL DATA

T o PERFORM VARIANCE ANALYSIS, ACCURATE ACTUAL DATA IS ESSENTIAL. For QUILCENE OYSTERIA FARMS/ THIS INVOLVES:
e ACTUAL SALES REVENUE FIGURES FOR THE PERIOD
e ACTUAL COSTS INCURRED ACROSS VARIOUS CATEGORIES (LABOR, MATERIALS, OVERHEADS)

e OPERATIONAL DATA SUCH AS POUNDS OF OYSTERS HARVESTED, PROCESSED, AND SOLD

REFERENCING BUDGETED OR STANDARD DATA

THE BUDGETED FIGURES ARE BASED ON:
e HISTORICAL DATA
® FORECASTS FROM SALES AND PRODUCTION PLANS

® STANDARD COSTS ESTABLISHED FOR EACH ACTIVITY

CALCULATING REVENUE V ARIANCES

CoMPONENTS OF REVENUE V ARIANCES

REVENUE VARIANCES CAN BE BROKEN DOWN INTO:
1. SALES PRICE VARIANCE: THE DIFFERENCE CAUSED BY SELLING AT A PRICE DIFFERENT FROM THE BUDGETED PRICE.

2. SALES VOLUME V ARIANCE: THE DIFFERENCE RESULTING FROM SELLING A DIFFERENT QUANTITY THAN PLANNED.

ForMULAS FOR REVENUE V ARIANCES

- SALES PRICE V ARIANCE:

\l

\TexT{Price Variance} = (\TexT{AcTuaL Price} - \TexT{BupceTeD Price}) \TiMes \TeExT{ AcTUAL QUANTITY SoLD}

\]

- SALES VOLUME V ARIANCE:

\l

\TexT{VoLume Variance} = (\TexT{AcTuaL QUANTITY} - \TEXT{BUDGETED QUANTITY}) \TIMeS \TEXT{BUDGETED
PrICE}
\]

- ToTAL REVENUE V ARIANCE:

\l

\TexT{AcTuAaL Revenue} - \TeExT{BUDGETED REVENUE}



\]

ExAMPLE CALCULATION FOR QUILCENE OYSTERIA FARMS

SUPPOSE:

- BupceTep Revenue: $50,000 (gasep on 10,000 PoUNDS AT $5 PER POUND)
- AcTUAL ReveNUE: $55,000 (gasep on 11,000 pounDs AT $5 PER POUND)
- ACTUAL QUANTITY soLb: 11,000 pounps

- BubGeTep QuanTITY: 10,000 PouNDS

- BUDGETED PRICE: $5 PER POUND

- ACTUAL PRICE: $5 PER POUND

THE CALCULATIONS:

- Price vARIANCE: \((\$5 - \$5) \1iMes 11,000 = \$0\) (No VARIANCE)

- VoLume variance: \((11,000 - 10,000) \1imes \$5 = \$5,000\) (FAVORABLE)
- TOTAL REVENUE VARIANCE: \$55,000 - \$50,000 = \$5,000 (FAVORABLE)

THIS INDICATES THAT INCREASED SALES VOLUME CONTRIBUTED TO HIGHER REVENUE.

CALCULATING SPenDING (CosT) V ARIANCES

CoMPONENTS oF CosT V ARIANCES

COST VARIANCES ARE TYPICALLY DIVIDED INTO:

e PrICE (RATE) V ARIANCE: DIFFERENCE CAUSED BY PAYING MORE OR LESS THAN STANDARD OR BUDGETED RATES FOR
INPUTS LIKE LABOR, FEED, OR MATERIALS.

o ErricieNcy (UsAGE) VARIANCE: DIFFERENCE RESULTING FROM USING MORE OR LESS INPUT THAN EXPECTED FOR THE
ACTUAL LEVEL OF PRODUCTION.

FORMULAS FOR SPENDING V ARIANCES

- PRICE V ARIANCE:

\[

(\TexT{AcTUAL Price} - \TeExT{STANDARD PrICE}) \TiMeS \TEXT{ACTUAL QUANTITY}

\]

- EFFICIENCY V ARIANCE:

\[

(\rexT{AcTuaL QUANTITY Usep} - \TexT{STANDARD QUANTITY ALLOWED}) \TIMES \TEXT{STANDARD PRICE}

\]

- ToTAL CoST V ARIANCE:

\l

\TexT{AcTuaL CosT} - \TexT{STANDARD CoST FOrR ACTUAL OUTPUT}

\]



ExAMPLE CALCULATION FOR QUILCENE OYSTERIA FARMS

SUPPOSE:

- STANDARD LABOR RATE: $ 15/Hour

- ACTUAL LABOR RATE: $16/HoUR

- STANDARD HOURS FOR ACTUAL oUTPUT: 800 HoURS

- ACTUAL HOURS WORKED: 850 HOURS

- ACTUAL LABOR cosT: $13,600 (850 Hours X $16/HOUR)

- BUDGETED (STANDARD) LABOR COST FOR ACTUAL oUTPUT: 800 Hours X $15/Hour = $12,000

CALCULATIONS:
- Price (RATE) VARIANCE:

\[
(\$16-\$15) \1iMes 850 = \$850 \1exT{ (UNFAVORABLE)}

\]

- EFFicieNcy (USAGE) VARIANCE:

\[

(850 - 800) \TiMes \$15 =\$750 \1exT{ (UNFAVORABLE)}
\]

- TOTAL LABOR COST VARIANCE:

\[

\$13,600-\$12,000 =\$1,600 \1exT{ (UNFAVORABLE)}
\]

THIS INDICATES HIGHER WAGES AND MORE LABOR HOURS THAN PLANNED CONTRIBUTED TO INCREASED COSTS.

PREPARING THE V ARIANCE REPORT FOR QUILCENE OYSTERIA FARMS

STRUCTURE OF THE V ARIANCE REPORT

A CLEAR, ORGANIZED REPORT SHOULD INCLUDE:

1. SUMMARY OF OVERALL VARIANCES: TOTAL REVENUE VS. ACTUAL, TOTAL SPENDING VS. ACTUAL

2. ReEVENUE V ARIANCE ANALYSIS: BREAKDOWN INTO PRICE AND VOLUME VARIANCES

3. SPENDING V ARIANCE ANALYSIS: BREAKDOWN BY CATEGORIES SUCH AS LABOR, MATERIALS, OVERHEADS

4. ANALYSIS AND INSIGHTS: EXPLANATIONS FOR SIGNIFICANT VARIANCES, POSSIBLE CAUSES, AND RECOMMENDATIONS

SAMPLE FORMAT

- SECTION 1: EXECUTIVE SUMMARY
- SECTION 2: REVENUE V ARIANCES
- ACTUAL VS. BUDGETED REVENUE
- PRICE V ARIANCE

- VOLUME V ARIANCE

- SecTIoN 3: CosT VARIANCES



- Lagor CosTs

- MATERIAL COSTS

- OvVerHEAD COSTS

- SECTION 4: OVERALL V ARIANCE SUMMARY

- SECTION 5: RECOMMENDATIONS AND ACTION PLANS

INTERPRETING V ARIANCE RESULTS FOR BETTER MANAGEMENT

FAVORABLE V ARIANCES

FAVORABLE VARIANCES, SUCH AS HIGHER SALES VOLUME OR LOWER COSTS, SUGGEST EFFECTIVE STRATEGIES OR OPERATIONAL
EFFICIENCIES. FOR QUILCENE OYSTERIA FARMS, A FAVORABLE SALES VOLUME VARIANCE MIGHT INDICATE INCREASED DEMAND OR
SUCCESSFUL MARKETING.

UNFAVORABLE V ARIANCES

UNFAVORABLE VARIANCES HIGHLIGHT AREAS NEEDING ATTENTION, SUCH AS RISING COSTS OR LOWER-THAN-EXPECTED SALES.
For INSTANCE, IF LABOR COSTS ARE HIGHER THAN STANDARD, MANAGEMENT SHOULD INVESTIGATE REASONS, SUCH AS OVERTIME
OR INEFFICIENCIES.

T AKING CORRECTIVE ACTIONS

BASED ON THE ANALYSIS:

- ADJUST PRODUCTION PROCESSES

- NEGOTIATE BETTER SUPPLIER CONTRACTS

- ENHANCE MARKETING EFFORTS

- CONTROL OPERATING EXPENSES MORE TIGHTLY

CoNcLUSION

PREPARING A COMPREHENSIVE REPORT SHOWING REVENUE AND SPENDING VARIANCES IS VITAL FOR QUILCENE OYsTERIA FARMS
TO MAINTAIN FINANCIAL HEALTH AND OPERATIONAL EFFICIENCY. BY SYSTEMATICALLY ANALYZING THE DIFFERENCES BETWEEN
ACTUAL AND BUDGETED FIGURES, MANAGEMENT GAINS VALUABLE INSIGHTS INTO THE COMPANY'S PERFORMANCE. UNDERST ANDING
THE CAUSES OF VARIANCES ENABLES TARGETED CORRECTIVE ACTIONS, BETTER RESOURCE ALLOCATION, AND MORE ACCURATE
FUTURE BUDGETING. ULTIMATELY, EFFECTIVE VARIANCE ANALYSIS FOSTERS A CULTURE OF CONTINUOUS IMPROVEMENT, HELPING
QUILCENE OYSTERIA FARMS THRIVE IN A COMPETITIVE MARKETPLACE.

THROUGH

FREQUENTLY ASkeD QUESTIONS

W/HAT IS THE MAIN PURPOSE OF EXERCISE 9-2 IN THE CONTEXT OF QQUILCENE
OYsTERIA FARMS?

THE MAIN PURPOSE OF EXERCISE ?-2 IS TO PREPARE A REPORT THAT HIGHLIGHTS REVENUE AND SPENDING VARIANCES, HELPING
MANAGEMENT ANALYZE ACTUAL PERFORMANCE AGAINST BUDGETED FIGURES FOR QUILCENE OYSTERIA FARMS.



\W/HICH KEY FINANCIAL METRICS ARE ANALYZED IN THE VARIANCE REPORT FOR (QQUILCENE
OYSTERIA FARMS?

THE REPORT FOCUSES ON COMPARING ACTUAL REVENUES AND EXPENSES TO BUDGETED AMOUNTS, IDENTIFYING FAVORABLE AND
UNFAVORABLE VARIANCES IN SALES, COST OF GOODS SOLD, OPERATING EXPENSES, AND OVERALL PROFITABILITY.

How CAN IDENTIFYING VARIANCES IN REVENUE AND SPENDING BENEFIT QQUILCENE
OYSTERIA FARMS?

BY IDENTIFYING VARIANCES, THE FARM CAN PINPOINT AREAS OF STRONG PERFORMANCE OR CONCERN, ENABLING INFORMED
DECISION-MAKING, COST CONTROL, AND STRATEGIC ADJUSTMENTS TO IMPROVE FINANCIAL OUTCOMES.

W/HAT ARE SOME COMMON CAUSES OF UNFAVORABLE VARIANCES IN A FARM LIKE
QuILCENE OYSTERIA FARMS?

UNFAVORABLE VARIANCES CAN RESULT FROM LOWER-THAN-EXPECTED SALES, HIGHER COSTS OF OYSTER PRODUCTION,
UNEXPECTED MAINTENANCE EXPENSES, OR INEFFICIENT RESOURCE UTILIZATION.

\WHAT STEPS ARE INVOLVED IN PREPARING THE REVENUE AND SPENDING VARIANCES
REPORT FOR QUILCENE OYSTERIA FARMS?

STEPS INCLUDE COLLECTING ACTUAL AND BUDGETED FINANCIAL DATA, CALCULATING VARIANCES FOR EACH CATEGORY,
ANALYZING THE REASONS BEHIND SIGNIFICANT VARIANCES, AND COMPILING THE FINDINGS INTO A COMPREHENSIVE REPORT FOR
MANAGEMENT REVIEW.

How DoES EXERCISE 9-2 ALIGN WITH BROADER FINANCIAL MANAGEMENT PRACTICES AT
QuiLceNe OYSTERIA FARMS?

[T SUPPORTS ONGOING FINANCIAL ANALYSIS, HELPS MONITOR BUDGET ADHERENCE, AND ENHANCES STRATEGIC PLANNING BY
PROVIDING CLEAR INSIGHTS INTO FINANCIAL PERFORMANCE AND AREAS REQUIRING ATTENTION.

ADDITIONAL RESOURCES

EXERCISE 9-2: PREPARE A REPORT SHOWING REVENUE AND SPENDING V ARIANCES (LO9-2) — QuiLcene OYSTERIA FARMS

INTRODUCTION

IN THE REALM OF MANAGERIAL ACCOUNTING, ANALYZING VARIANCES IS ESSENTIAL FOR MAINTAINING FINANCIAL CONTROL AND
ENSURING ORGANIZATIONAL OBJECTIVES ARE MET. V ARIANCE ANALYSIS INVOLVES COMPARING ACTUAL FINANCIAL PERFORMANCE
AGAINST BUDGETED FIGURES, ENABLING MANAGEMENT TO PINPOINT AREAS OF EFFICIENCY OR CONCERN. EXErCISE 9‘2/ WHICH
FOCUSES ON PREPARING A REPORT THAT SHOWS REVENUE AND SPENDING VARIANCES FOR QUILCENE OYSTERIA FARMS, OFFERS A
PRACTICAL ILLUSTRATION OF THESE PRINCIPLES IN ACTION. THIS DETAILED REVIEW AIMS TO DISSECT THE EXERCISE, ELUCIDATE
THE METHODOLOGY, INTERPRET THE FINDINGS, AND EXPLORE THE IMPLICATIONS OF VARIANCE ANALYSIS FOR MANAGERIAL
DECISION-MAKING.

UNDERSTANDING THE CONTEXT OF QUILCENE OYSTERIA FARMS

QUILCENE OYSTERIA FARMS OPERATES AS A SPECIALIZED AQUACULTURE BUSINESS, PRIMARILY ENGAGED IN CULTIVATING
OYSTERS FOR COMMERCIAL DISTRIBUTION. |TS FINANCIAL OPERATIONS HINGE ON SEVERAL KEY REVENUE STREAMS AND EXPENSE



CATEGORIES, EACH SUSCEPTIBLE TO VARIABILITY DUE TO FACTORS LIKE ENVIRONMENTAL CONDITIONS, MARKET DEMAND,
OPERATIONAL EFFICIENCY, AND OPERATIONAL SCALE.

Key COMPONENTS:
- REVENUE SOURCES: PRIMARILY OYSTER SALES, WHICH DEPEND ON HARVEST VOLUME AND MARKET PRICES.
- EXPENSES: INCLUDE DIRECT COSTS SUCH AS SEED, LABOR, SUPPLIES, AND INDIRECT COSTS LIKE ADMINISTRATIVE EXPENSES AND

OVERHEAD.

GIVEN THE NATURE OF AQUACULTURE, REVENUE AND EXPENSES CAN FLUCTUATE SIGNIFICANTLY, MAKING VARIANCE ANALYSIS AN
INVALUABLE TOOL FOR MANAGEMENT.

THE OBJECTIVE OF THE EXERCISE

THE CORE GOAL OF EXERCISE 9-2 IS TO PREPARE A REPORT THAT DELINEATES REVENUE AND SPENDING VARIANCES FOR (QUILCENE
OvYSTERIA FARMS. THIS INVOLVES:

- COMPARING ACTUAL FINANCIAL RESULTS AGAINST BUDGETED FIGURES.
- DETERMINING THE FAVORABLE OR UNFAVORABLE NATURE OF EACH VARIANCE.

- QUANTIFYING THE MAGNITUDE OF DEVIATIONS.
- PROVIDING INSIGHTS INTO THE CAUSES OF VARIANCES TO INFORM MANAGERIAL DECISIONS.

STEP-BY-STEP APPROACH TO V ARIANCE ANALYSIS

1. GATHERING DATA

THE FIRST STEP INVOLVES COLLECTING RELEVANT FINANCIAL DATA:

- BUDGETED REVENUE AND EXPENSES: PREDETERMINED FIGURES SET DURING THE BUDGETING PROCESS.

- ACTUAL REVENUE AND EXPENSES: REALIZED FIGURES FROM THE FINANCIAL PERIOD UNDER REVIEW.

THESE FIGURES ARE TYPICALLY SOURCED FROM THE COMPANY’S ACCOUNTING RECORDS, INCLUDING THE INCOME STATEMENT AND
DETAILED LEDGER ENTRIES.

2. CALCULATING V ARIANCES
V/ ARIANCE ANALYSIS IS OF TEN BROKEN DOWN INTO TWO BROAD CATEGORIES:

- REVENUE V ARIANCES: DIFFERENCES BETWEEN ACTUAL AND BUDGETED REVENUE.
- SPENDING (CoST) V ARIANCES: DIFFERENCES BETWEEN ACTUAL AND BUDGETED EXPENSES.

EACH VARIANCE CAN FURTHER BE CLASSIFIED:

- FAVORABLE (F) W/HEN ACTUAL RESULTS ARE BETTER THAN BUDGET (E.G., HIGHER REVENUE OR LOWER EXPENSES).

- UNFAVORABLE (U) W/HEN ACTUAL RESULTS ARE WORSE THAN BUDGET (E.G./ LOWER REVENUE OR HIGHER EXPENSES).
THE BASIC FORMULAS ARE:

REVENUE V ARIANCE = ACTUAL REVENUE — BUDGETED REVENUE

SPENDING V ARIANCE = BUDGETED EXPENSES = ACTUAL EXPENSES (FOR COSTS, A POSITIVE VARIANCE INDICATES SAVINGS,
HENCE FAVORABLE)

Deep DivE INTO REVENUE V ARIANCE ANALYSIS

FACTORS AFFECTING REVENUE V ARIANCES



IN QUILCENE OYSTERIA FARMS/ REVENUE VARIATIONS CAN STEM FROM:

- VoLUME ofF OYSTERS SoLD: WEATHER CONDITIONS, DISEASE OUTBREAKS, OR HARVEST TIMING CAN IMPACT HARVEST
VOLUME.

- MARKET PRICES: FLUCTUATIONS IN OYSTER MARKET PRICES INFLUENCE REVENUE.

- SALES CHANNELS: CHANGES IN DISTRIBUTION METHODS OR CUSTOMER PREFERENCES.

ANALYZING REVENUE V ARIANCE

SuPPOSE THE COMPANY BUDGETED $200,000 IN OYSTER SALES BUT ACHIEVED ACTUAL SALES oF $180,000. THe REVENUE
VARIANCE WOULD BE:

-$180,000 (AcTuAL) - $200,000 (BupceTep) = -$20,000

THIS INDICATES A $20,000 UNFAVORABLE VARIANCE, PRIMARILY DUE TO LOWER-THAN-EXPECTED SALES VOLUME OR PRICES.
KEY POINTS TO ANALYZE:

- W/ AS THE DECLINE DRIVEN BY REDUCED HARVESTS OR MARKET DEMAND?

- DID EXTERNAL FACTORS (E.G., ENVIRONMENTAL ISSUES) AFFECT HARVEST QUANTITY?

- \WERE MARKET PRICES LOWER THAN ANTICIPATED?

THE MANAGEMENT MUST EXPLORE THESE QUESTIONS TO IMPLEMENT CORRECTIVE ACTIONS OR ADJUST FUTURE BUDGETS.

IN-DEPTH SPENDING V ARIANCE ANALYSIS

MaJor ExPense CATEGORIES

ExPeNSES AT QUILCENE OYSTERIA FARMS TYPICALLY INCLUDE:

- Seeb CosTs: PURCHASES OF JUVENILE OYSTERS.

- LABOR: W/ AGES PAID TO FARMW ORKERS.

- SUPPLIES: EQUIPMENT, FEED, AND MAINTENANCE SUPPLIES.

- OVERHEAD § ADMINISTRATIVE EXPENSES: UTILITIES, INSURANCE, AND MANAGEMENT SALARIES.

CALCULATING V ARIANCES IN EXPENSES

SUPPOSE BUDGETED EXPENSES FOR LABOR WERE $50,000, BUT ACTUAL CoSTS AMOUNTED TO $55,000. THE VARIANCE IS:
- $50,000 (BupceTep) - $55,000 (AcTuaL) = -$5,000

THIS sIGNIFIES A $5,000 UNFAVORABLE VARIANCE, POTENTIALLY DUE TO OVERTIME, WAGE INCREASES, OR INEFFICIENCIES.
CONVERSELY, IF SUPPLIES COST $4,500 AGAINST A BUDGET oF $5,000, THE VARIANCE IS:

-$5,000 - $4,500 = $500

THIS IS A FAVORABLE VARIANCE, INDICATING COST SAVINGS.

ANALYSIS SHOULD INCLUDE:

- W/ AS THERE AN INCREASE IN LABOR HOURS DUE TO UNFORESEEN CIRCUMSTANCES?

- COULD EFFICIENCY IMPROVEMENTS HAVE REDUCED SUPPLY COSTS?
- ARE OVERHEAD COSTS ALIGNED WITH ACTIVITY LEVELS?

CONSTRUCTING THE V ARIANCE REPORT



THE REPORT FOR QUILCENE OYSTERIA FARMS SHOULD BE STRUCTURED TO CLEARLY PRESENT:

- COMPARISON OF BUDGETED VS. ACTUAL FIGURES FOR REVENUE AND EACH EXPENSE CATEGORY.

- VARIANCE AMOUNTS AND PERCENTAGES (\ARIANCE DIVIDED BY BUDGETED FIGURE).

- FAVORABLE OR UNFAVORABLE INDICATORS.

- NARRATIVE EXPLANATIONS FOR SIGNIFICANT VARIANCES.

SAMPLE FORMAT:

| CATEGORY | BUDGETED AMOUNT | ACTUAL AMOUNT | VARIANCE AMOUNT | VARIANCE % | STATUS | EXPLANATION |
| OvsTer SaLes | $200,000 | $180,000 | -$20,000 | -109% | UNFAVORABLE | LOWER HARVEST DUE TO WEATHER |
| Seep CosTs | $15,000[$14,000|+$1,000 | +6.7% | FAVORABLE | BETTER SUPPLIER NEGOTIATIONS |

| LaBor | $50,000 | $55,000 | -$5,000 | -10% | UNFAVORABLE | OVERTIME DUE TO STAFFING SHORTAGES |

| SuppLies | $10,000 | $9,500 | +$500 | +59 | FAVORABLE | EFFICIENT INVENTORY MANAGEMENT |

| OverHeAD & Abmin | $20,000($21,000 | -$1,000 | -5% | UNFAVORABLE | UTILITY RATE INCREASE |

THIS STRUCTURED APPROACH ENSURES TRANSPARENCY AND FACILITATES MANAGERIAL REVIEW.

INTERPRETING THE V ARIANCE REPORT

IDENTIFYING KEY |SSUES

- REVENUE SHORTFALLS: CAN BE LINKED TO ENVIRONMENTAL ISSUES, MARKET DEMAND, OR OPERATIONAL DELAYS. MANAGEMENT
SHOULD INVESTIGATE THE ROOT CAUSES AND DEVELOP STRATEGIES SUCH AS MARKETING CAMPAIGNS OR ADJUSTING HARVEST
SCHEDULES.

- ExPense OVERRUNS: COULD BE DUE TO INEFFICIENCIES, UNFORESEEN COSTS, OR WAGE INFLATION. ACTION PLANS MIGHT
INCLUDE PROCESS IMPROVEMENTS, RENEGOTIATING SUPPLIER CONTRACTS, OR \WORKFORCE MANAGEMENT.

RECOGNIZING FAVORABLE V ARIANCES

- COST SAVINGS IN SUPPLIES OR OVERHEAD INDICATE OPERATIONAL EFFICIENCIES.
- THESE SHOULD BE MAINTAINED AND PERHAPS REPLICATED IN FUTURE PERIODS.

ADDRESSING UNFAVORABLE V ARIANCES

- For REVENUE SHORTFALLS, CONSIDER DIVERSIFYING SALES CHANNELS OR ENHANCING PRODUCT QUALITY.
- For cosT INCREASES, ANALYZE PROCESS INEFFICIENCIES AND SEEK COST-CONTROL MEASURES.

USING V ARIANCE ANALYSIS FOR STRATEGIC DECISION-MAKING

V ARIANCE ANALYSIS ISN’T MERELY A REPORTING EXERCISE; IT’S A STRATEGIC TOOL THAT GUIDES MANAGEMENT IN:

- BUDGET REVISION: ADJUSTING FORECASTS BASED ON ACTUAL PERFORMANCE TRENDS.

- OPERATIONAL IMPROVEMENTS: IDENTIFYING AREAS WHERE EFFICIENCY CAN BE IMPROVED.

- MARKET STRATEGY: RESPONDING TO REVENUE DECLINES WITH TARGETED MARKETING OR PRODUCT DIVERSIFICATION.

- CosT CONTROL: MANAGING EXPENSES PROACTIVELY TO PREVENT OVERRUNS.

IN THE CASE OF QUILCENE OYSTERIA FARMS, CONSISTENT VARIANCE ANALYSIS HELPS ADAPT TO THE DYNAMIC AQUACULTURE
ENVIRONMENT AND ENSURES FINANCIAL SUSTAINABILITY.

LIMITATIONS OF V ARIANCE ANALYSIS



WHILE VALUABLE, VARIANCE ANALYSIS HAS ITS CONSTRAINTS!

- TIMING: V ARIANCES ARE HISTORICAL AND MAY NOT PREDICT FUTURE TRENDS.

- NoN-FINANCIAL FACTORS: EXTERNAL FACTORS LIKE WEATHER OR MARKET SHIFTS INFLUENCE VARIANCES BUT ARE NOT
ALWAYS QUANTIFIABLE.

- DATA ACCURACY: THE EFFECTIVENESS DEPENDS ON THE RELIABILITY OF DATA COLLECTION AND REPORTING.

EFFECTIVE MANAGEMENT SHOULD COMPLEMENT VARIANCE ANALYSIS WITH OTHER TOOLS LIKE TREND ANALYSIS, OPERATIONAL
AUDITS, AND MARKET RESEARCH.

FINAL THOUGHTS AND RECOMMENDATIONS

COMPREHENSIVE VARIANCE ANALYSIS, AS EXEMPLIFIED BY EXERCISE 9-2 FOR QUILCENE OYSTERIA FARMS, IS INTEGRAL TO
EFFECTIVE FINANCIAL MANAGEMENT. BY METICULOUSLY COMPARING ACTUAL RESULTS WITH BUDGETED EXPECTATIONS,
MANAGEMENT GAINS ACTIONABLE INSIGHTS THAT DRIVE STRATEGIC PLANNING AND OPERATIONAL IMPROVEMENTS.

RECOMMENDATIONS FOR QUILCENE OYSTERIA FARMS:

- REGULAR V ARIANCE MONITORING: CONDUCT MONTHLY OR QUARTERLY REVIEWS TO CATCH ISSUES EARLY.
- RooT CAUSE ANALYSIS: DIVE DEEPER INTO SIGNIFICANT VARIANCES TO UNDERSTAND UNDERLYING FACTORS.
- FLEXIBLE BUDGETING: ADJUST BUDGETS DYNAMICALLY BASED ON ENVIRONMENTAL AND MARKET CONDITIONS.
- EMPLOYEE ENGAGEMENT: INVOLVE STAFF IN COST-CONTROL INITIATIVES AND EFFICIENCY IMPROVEMENTS.

- ENVIRONMENTAL AND MARKET TRACKING: INCORPORATE EXTERNAL FACTORS INTO FORECASTING MODELS.

IN CONCLUSION, EXERCISE 9-2 UNDERSCORES THE IMPORTANCE OF DETAILED VARIANCE ANALYSIS IN MANAGING AN
AQUACULTURE BUSINESS LIKE QUILCENE OYSTERIA FARMS. W/HEN EXECUTED EFFECTIVELY, IT ENHANCES DECISION-MAKING,
PROMOTES ACCOUNTABILITY, AND SUPPORTS LONG~TERM PROFITABILITY

Exercise 9 2 Prepare A Report Showing Revenue And Spending
Variances L.09 2 Quilcene Oysteria Farms

Exercise 9 2 Prepare A Report Showing Revenue And Spending Variances Lo9 2 Quilcene Oysteria
Farms
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