Management Accounting 
Team Project
Reaching objectives following steps:
I. Part 1 - Cost classification and accumulation – Ex 1 and 2 – 21/10
1. Company. Select a company for the analysis.
Main Department. Name all main department (min 2). Select 1 for the analysis. What are the main revenue-generating departments profit-generating product or service? 
2. Cost classification. What is the list of all related to this product/service costs (fill table 1)? Classify them based on nature, function, department. Classify these costs as fixed and variable, direct and indirect costs to the cost object (1 product unit/service unit) – Extra make it for 2 products/services
3. Budgeted Operating costs (standard/unit cost and total) - plan the cost numbers (as accurate as possible). 
Explain how you get numbers or how you could get the numbers in real life. Give some references (for ex. Expert opinion, previous data, secondary data, an analogy based on competitors). You can round the costs.
Table 1 -- Cost classification (Company)
	Cost
	By nature
(materials, personnel, others)
	By function
(Operations and Sales&Administrative)
	By department
(main or support)

	...
	
	
	

	...
	
	
	

	*Note. Add min 2 examples for each classification



Table 2 -- Costs for the cost object (Main department)*
	Cost from table 1
	Fixed
	Variable
	Direct
	Indirect

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	*Note. Use the list of the costs from Table 1



Table 3 -- Budgeted costs (numbers) (Cost pools) Main department
	Indirect Costs
	

	
	

	
	

	Total
	

	Direct Costs
	

	
	

	Total
	

	Fixed costs
	

	
	

	
	

	Total
	

	Variable costs 
	

	
	

	
	

	Total
	

	….
	



Part 2 - Cost allocation and budgeting – 26/10
1. Basis for the cost allocation. To make allocation you will need to specify allocate base. And budget the amount of allocation based usage for each main department.
Table – Allocation assumptions
	
	
	
	

	
	
	
	



2. Cost Allocation to the Main department – Single-rate Method and Dual-rate method. 
Table - Total Costs -- Main department -- Single –rate method
	
	Total Cost, $
	Total

	Basic Item
	
	

	Premium ítem (extra)
	
	


Table - Total Costs -- Main department -- Dual-rate method
	
	Total Fixed, $
	Total Variable, $
	Total, $

	Basic Item
	
	
	

	Premium ítem (extra)
	
	
	


Comment …. _____ Explain the difference between single and dual rate method. 
3. Make a standard cost calculation for single/double rooms, first-class/standard ticket for the 1-way destination, menu/ specific dish. 
Table - standard cost per 1 basic item (single room/ economy ticket, 1 basic visit to Spa, etc.)
	
	P
	x
	Q
	Total

	DM (Direct materials)
	
	x
	
	

	DL (Direct labor) 
	
	x
	
	

	Operational OH
	
	x
	
	

	Total
	x
	x
	x
	


Extra - Table - cost per 1premium item (suit with individual decoration, business-class ticket, 1 premium visit to Spa, etc.) 
	
	P
	Q
	Total

	DM (Direct materials)
	
	
	

	DL (Direct labor) 
	
	
	

	Operational OH
	
	
	

	Total
	
	
	


Comment …. _____ Explain the difference between standard and premium costs. For example, in premium, you will use more expensive materials. 

Part 3 - Sales Budgeting and Income statement – 4.11

1. Sales budget (Total) - in units and revenues. Explain how you decide about the number of sales. Justify your price. 
A budget of sales - in units. Explain how you decide about the number of sales (for example, based on occupancy rate and the number of rooms in the hotel, based on the demand in the zone for the restaurant or how many potential guests you may have and turnover, etc.). Consider some limitation factors (number of rooms, tables, seats in the plain) 
Table - Budget sales
	
	Price, $ per unit
	Sales, units
	Revenues, $

	Basic item 
	...
	….
	...

	Premium ítem (extra)
	...
	….
	...


Comment … _________ Explain how you decided about the sales price (if you based on the costs, demand, competitors, etc.). Comment … ___Explain how you defined the sales in units, which factors affect and limit the planned sales. 
2. Budget for Marketing and Administrative expenses and administrative expensive (Total). Explain your decisions. 
Table - Marketing and Administrative expenses
	
	Variable expenses, $
	Fixed expenses, $
	

	
	Per 1 unit, $
	Total, $
	Total, $
	Total, $

	Basic Item
	...
	… 
	...
	...

	Premium Item (extra)
	...
	...
	...
	...

	Total
	x
	...
	...
	


Comment ….. _____ what the main marketing expenses are, and how you have calculated, or will calculate these numbers. Based on industry standards (10% from the revenues or budget, previous experience of the manager, % from the income, etc.).
***Extra – make a calculation of the discount or promotion. 
3. Make an Income statement (variable costing)
Table - Income Statement Year 1 - Variable costing 
	
	Basic Unit, $
	Exclusive (Extra) Unit, $
	Total, $
	%

	Revenues
	
	
	
	

	(-) Variable (costs and expenses)
	
	
	
	

	Contribution Margin 
	
	
	
	

	(-) Fixed (costs and expenses)
	
	
	
	

	Operating Income
	
	
	
	




Part 4 -- Cost evaluation and optimization – 11.11
1. CVP analysis Year 1 based on the Income statement (for Year 1) calcualte:
b. BEP
c. % CM
d. %VC
e. Operating Leverage 
f. The margin of Safety
Comment on the meaning of each indicator. 
a. BEP
Formular / Calculations
Meaning explanation …. 
b. % CM
Formular / Calculations
Meaning explanation …. 
c. %VC
Formular / Calculations
Meaning explanation …. 
d. Operating Leverage 
Formular / Calculations
Meaning explanation …. 
e.  Margin of Safety
Formular / Calculations
Meaning explanation …. 

2. Make the Long-term Plan for the following years (Year 2-5). Comment on the possible changes in Revenues, Costs, Expenses, and Income. Explain the reasoning for these changes. 
Table - Income statement (Absorption costing). 5-years plan.
	
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Revenues, $
	10000
	12000
increase
	11000
	...
	...

	(-) costs, $
	1000
	1200
	...
Decrease 
	...
	...

	Gross margin, $
	9000
	11800
	...
	...
	...

	(-expenses)
	900
	800
decrease
	...
	...
	...

	Operating Income
	8900
	11000
	...
	...
	...


Put numbers in the table and explain below the table which changes are expected by years, and why. Changes can be related to the increase in sales due to the increase in marketing activities, decrease in total costs, because of cheaper Direct materials (DM) or more efficient labour (lower Labour per hour rates). Increase in marketing expenses. 
For example, increase in sales revenues, because of the increase in spending on marketing. Increase in Operating income, because of decrease in costs. How, because of the use of cheaper fuel… 
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