
Management Accounting Report 
Company: XYZ Manufacturing 

Reporting Period: Quarter 1, 2023 
Key Performance Indicators (KPIs): 

 
Sales Revenue: 
Actual: $500,000 
Budgeted: $480,000 
Variance: +$20,000 
 

Gross Profit: 
Actual: 36% 
Budgeted: 38% 
Variance: -2% 
 

Cost of Goods Sold 
(COGS): 

Actual: $320,000 
Budgeted: 
$300,000 
Variance: +$20,000 
 

Operating 
Expenses: 

Actual: $150,000 
Budgeted: 
$160,000 
Variance: -$10,000 
 

Net Income: 
Actual: $30,000 
Budgeted: $40,000 
Variance: -$10,000 

 
Summary and Analysis: 
In the first quarter of 2023, XYZ Manufacturing achieved higher sales revenue than anticipated, with a 
positive variance of $20,000 compared to the budgeted amount. This indicates stronger sales 
performance, potentially driven by increased market demand or effective sales strategies. 
However, the Cost of Goods Sold (COGS) also exceeded the budget by $20,000. This variance may be 
attributed to factors such as higher raw material costs, increased labor expenses, or inefficiencies in 
production processes. The negative variance in the Gross Profit Margin (2%) suggests that the company 
experienced challenges in managing costs associated with producing goods. 
Operating expenses for the quarter were lower than budgeted by $10,000. This favorable variance could 
be the result of cost-saving measures implemented by the company, such as reducing overhead 
expenses or optimizing operational efficiencies. 
Despite the positive variance in operating expenses, the company's net income fell short of the 
budgeted amount by $10,000. This could be attributed to the lower gross profit margin and higher-than-
expected costs. 
Recommendations: 

1. Analyze the factors contributing to the higher COGS and lower gross profit margin to identify 
cost-saving opportunities and improve overall profitability. 

2. Evaluate the sales strategies and market conditions that led to higher sales revenue. Replicate 
successful tactics and explore opportunities for further growth. 

3. Continuously monitor and control operating expenses to ensure they align with the budgeted 
targets and identify areas where further cost reductions can be achieved. 

 


