Financial and Managerial Accounting
Budgetary Control Exercises SOLUTIONS

1) Given the following information:
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Prepare the following budgets:
a) Sales budget
b) Production budget
c) Direct materials budget
d) Direct labor budget
e) Manufacturing overhead budget
f) Cost of goods sold budget
g) SGA budget
h) Capital budget
i) Cash budget
j) Budgeted income statement
k) Budgeted balance sheet
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2) For a company with the following information:
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Prepare a responsibility accounting income statement.
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Budgeted income statement

Sales 756,000 $         

COGS 477,231 $         

Gross profit 278,769 $         

SGA expense 195,000 $         

Operating profit 83,769 $            

Budgeted balance sheet

Assets

Cash 181,496 $         

Inventory 45,451 $            

Fixed assets 260,000 $         

Total assets 486,947 $         

Liabilities and equity

Notes payable 300,000 $         

Capital shares 128,178 $         

Retained earnings 58,769 $            

Total liabilities and equity 486,947 $         
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Sales 280,000 $         

Variable costs 160,000 $         

Controllable fixed costs 58,000 $            

Uncontrollable fixed costs 16,000 $            

Allocated corporate overhead 22,000 $            
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Sales 280,000 $         

Variable costs 160,000 $         

Contribution margin 120,000 $         

Controllable fixed costs 58,000 $            

Controllable margin 62,000 $            

Uncontrollable fixed costs 16,000 $            

Segment margin 46,000 $            

Allocated corporate overhead 22,000 $            

Net income 24,000 $            


image1.emf
Unit sales 42,000               

Sales price 18 $                    

Ending inventory 4,000                 

Beginning inventory 3,800                 

Units raw material per unit production 2                          

Cost per raw material unit $2.20

Direct labor hours per unit production 0.8                      

Cost per labor hour $7.40

Variable overhead 18,000 $            

Fixed overhead 26,000 $            

Salaries 90,000 $            

Office rent 60,000 $            

Advertising 45,000 $            

Capital expenditures (260,000) $        

Borrowings/loan payments 300,000 $         

Equity issuance - $                  

Beginning cash balance 85,000 $            

Dividends paid 25,000 $            
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Sales budget

Unit sales 42,000               

Sales price 18 $                    

Total 756,000 $         

Production budget

Unit sales 42,000               

Ending inventory 4,000                 

Total units needed 46,000               

Beginning inventory 3,800                 

Total production 42,200               

Direct materials budget

Total production 42,200               

Units raw material per 1 unit production 2                          

Total raw material, units 84,400               

Cost per raw material unit $2.20

Total raw material, $ 185,680 $         

Total production 42,200               

Raw material per unit 4.40 $                

Direct labor budget

Total production 42,200               

Direct labor hours per unit production 0.8                      

Total direct labor hours 33,760               

Cost per labor hour $7.40

Total direct labor 249,824 $         

Total production 42,200               

Direct labor per unit 5.92 $                

Manufacturing overhead budget

Variable overhead 18,000 $            

Fixed overhead 26,000 $            

Total overhead 44,000 $            

Total direct labor hours 33,760               

Total overhead per DLH 1.30 $                

Direct labor hours per unit 0.8                      

Total overhead per unit 1.04 $                
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Total cost per unit

Direct materials 4.40 $                

Direct labor 5.92 $                

Manufacturing overhead 1.04 $                

Total cost per unit 11.36 $              

Ending inventory value

Ending inventory 4,000                 

Cost per unit 11.36 $              

Ending inventory value 45,451 $            

Cost of goods sold

Unit sales 42,000               

Cost per unit 11 $                    

Cost of goods sold 477,231 $         

SGA budget

Salaries 90,000 $            

Office rent 60,000 $            

Advertising 45,000 $            

Total SGA 195,000 $         

Capital budget

Capital expenditures (260,000) $        

Borrowings/loan payments 300,000 $         

Equity issuance - $                  

Total capital budget 40,000 $            

Cash budget

Beginning balance 85,000 $            

Cash from customers 756,000 $         

Borrowings (capital budget) 300,000 $         

Equity issuance (capital budget) - $                  

Cash available 1,141,000 $      

Raw materials 185,680 $         

Wages 249,824 $         

Manufacturing overhead 44,000 $            

SGA expense 195,000 $         

Capital expenditures (capital budget) 260,000 $         

Dividends paid 25,000 $            

Cash used 959,504 $         

Ending balance 181,496 $         


