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Managerial Accounting Activities
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Planning
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How many units should we plan to produce next period?

Tdoslall el (381,0)l (B9 paral diliell (3 pasass O oms
How much should we budget for next period’s utility expense?
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The Master Budget and Planning
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The Basic Framework of Budgeting

415l
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The budget
It is a detailed quantitative plan for acquiring and using financial and other resources
. over a specified forthcoming time period.
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Planning & Control

s ada )
laaYl oda 3 dalizell Ololiall sluely Claadl oy (rasany
Planning:
involves developing objectives and preparing various budgets to achieve these
objectives.
14481 50!
B1aa Y gaimS Oless J) Cags (lg )Yl ladss gl lglasdl asany

Control:
involves the steps taken by management that attempt to ensure the objectives are
attained.
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Planning & Control
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To be effective, a good budgeting system must provide both planning
and control ... Good planning without effective control is time wasted.
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The Budget Period

Operating Budget ddsadl 453l 9ol
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2011 2012 2013 2014
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The Budget Period
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Operating budgets ordinarily cover a one-year period
corresponding to a company'’s fiscal year. Many companies divide their annual
budget into months or into four quarters.
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The Budget Period
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Preparing financial budgets in industrial companies is considered much more
difficult than in commercial and service companies.
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The Master Budget
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consists of a number of separate but
interdependent budgets
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The Master Budget

Ending Inventory

Budget

Direct Materials

Budget

\

-

Sales Budget
|

Production Budget

Direct Labor
Budget

Cash Budget

Overhead Budget

Selling and
Administrative
Budget

Manufacturing

T
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Budgéted
Income

Statement

-

Budgeted
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" Balance Sheet
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The Sales Budget

Ol @0 9 Al play Huds duie) 848 M3 lgae a8 giall Wlusgll sue de Wlauwdl d)lg0 doiiad
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It shows the expected sales for the budget period expressed in dollars and units.

&l gall 48 U= G.AJ\ Olad gl Lo Olaodl difjlgo Ladly dodas
It is usually based on a company’s sales forecast.

Olaaadl dilne e il &) Adlpall (10 (531 sl gpar
All other parts of the master budget are dependent on the sales budget.
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The Sales Budget

The Sales Budget

| |

Estimated Estimated
Unit Sales Unit Price

| |

Analysis of economic and market conditions
_|_

Forecasts of customer needs from marketing personnel
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The Sales Budget
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Factors to Consider When Forecasting Sales
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The Sales Budget and the Schedule of Expected Cash Collections
Ol A3l g0 Jlio

» Royal Company is preparing budgets for the second quarter
ending June 30t

» Budgeted sales for the next five months are:

April 20,000 units
il\/lay 50,000 units
June 30,000 units
July 25,000 units
August 15,000 units

» The selling price is $10 per unit.
> el e QI o)l UM Slaell SBjlge sl

% Prepare the sales budget
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The Sales Budget and the Schedule of Expected Cash Collections
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The individual months of April, May, and June are summed to obtain the total
budgeted sales in units and dollars for the quarter ended June 30t
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The Sales Budget

Budgeted sales for the next five months are:
April 20,000 units
iMay 50,000 units
June 30,000 units
July 25,000 units
August 15,000 units
The selling price is $10 per unit.

June

Budgeted sales in units

Quarter
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The Sales Budget

Budgeted sales for the next five months are:
=) April 20,000 units
=) May 50,000 units
=) june 30,000 units
July 25,000 units
August 15,000 units
The selling price is $10 per unit.

April May June

Quarter

Budgeted sales in units 20,000 30,000 30,000

100,000

Selling price per unit
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The Sales Budget

Budgeted sales for the next five months are:
=) April 20,000 units
=) May 50,000 units
=) june 30,000 units
July 25,000 units
August 15,000 units
The selling price is $10 per unit.

April May June

Quarter

Budgeted sales in units 20,000 30,000 30,000

100,000

Selling price per unit
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The Sales Budget

Budgeted sales for the next five months are:

April 20,000 units
May 50,000 units
June 30,000 units
July 25,000 units
August 15,000 units

) The selling price is $10 per unit.

April May June Quarter
Budgeted sales in units 20,000 50,000 30,000 100,000
3 Selling price per unit  § 0.4 10 § 10 § 10
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The Sales Budget

Budgeted sales for the next five months are:

April 20,000 units
Maw 50,000 units
June 30,000 units
July 25,000 units
August 15,000 units

The selling price is $10 per unit.

April May June Quarter

Budgeted sales in units 20,000 50,000 30,000 100,000

Selling price per unit | § 10 | § 10 | § 10 | § 10

= Total budgeted sales | $ 200,000 | $ 500,000 | $§ 300,000 | $1,000,000
a-n?
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Expected Cash Collections Budget
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All sales are on account

(b WS (2 Dol (o Jbg)y 358 Juwass duslows
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Royal’s collection pattern is:

70% collected in the month of sale

25% collected in the month following sale
5% uncollectible
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Expected Cash Collections Budget
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* InApril, the March 31st accounts receivable balance

of $30,000 will be collected in full

* There is an accounts receivable balance from March sales that will be collected
in April, which is the beginning of the second quarter of the fiscal year

e C(Calculate the expected cash collections
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Expected Cash Collections Budget

Wl

All sales are on account.
Roval’s collection attern_is:
-+ 70% collected in the month of sale,
2+ 25% collected in the month following sale,
- 59% uncollectible.
In April, the March 315t accounts receivable
balance of $30,000 will be collected in full.
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Expected Cash Collections Budget

Aldl =sale=s arce onNn_acocount,
Royval’s collecticaom atterm is-:
2= 7 0% % collected imn the month of sale,
2= 25% collected inmn thhe month following sale,
-2 5% uncollectible.
I April, the March 315t accounts receivable
Ebbalanmnce of $30. 000 will be collected im Tull.

April \E June Quarter

Accounts
receivable S 30.000 $ 30.000

3/31

3 Jae) — s sine (3 sl s
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Expected Cash Collections Budget

‘ April May June Quarter

Total budget sales $ 200,000 $ 500,000 $ 300,000 $ 1,000,000

A2l sales are on_ account.
Rowyval™s collecticonm atterm _is:-
== 7 0% %, collected in the Mmonth of sale,
== 25% collected inmn the month following sale,
-T= 5% uncollectible.
I AApril, the March 315t accounts receivable
Ebalanmnce of $320.,. 000 will be collected im Tull.

April Quarter

Accounts receivable 3/31 S 30.000

‘ April Sales

70 % * 200.000 140.000 140.000
25 % * 200.000 50.000 50.000

S 30.000

From the sales Budget for April 200.000 rﬁil
s Jee) — A shae (5 8all mren issue 01 U""U"'i
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Expected Cash Collections Budget

April - May June Quarter
Total budget sales $ 200,000 $ 500,000 $ 300,000 | $ 1,000,000
Quarter
Accounts receivable 3/31 $ 30.000
April Sales
70 % * 200.000 Salis

25 % * 200.000 50.000 50.000
‘ May Sales

70 % * 500.000 350.000 350.000
25 % * 500.000 125.000 125.000

From the sales Budget for May 500.000 J—wﬁil
s 3w dae) — Ak sina (§sial) aren issue 01 U‘“"U"'i
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Expected Cash Collections Budget

April Sales

April May * June Quarter
Total budget sales $ 200,000 $ 500,000 $ 300,000 | $ 1,000,000
- April N May Quarter
Accounts receivable 3/31 S 30.000 $  30.000
70 % * $200.000 140.000 140.000
50.000 50.000

25 % * $200.000
\WEWARFEIES

70 % * $500.000
25 % * $500.000

June Sales
70 % * S300.000

Total Cash Collection

350.000

125.000
210.000
$ 170.000 $ 400.000 $ 335.000

s 3 dae) — s i (3 iall qsen

350.000
125.000

210.000
aogalsl
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Accounts receivable 3/31

April Sales
70 % * $200.000
25 % * $200.000

May Sales

70 % * $500.000
25 % * $500.000

June Sales
70 % * S300.000

Total Cash Collection

S 30.000

140.000

May

50.000

350.000

$170.000

$ 400.000

o Jee) — 4b siaa (3 8all mren

428 giall dyuadl OMua=il 43}l 9.
Expected Cash Collections Budget

S 30.000

140.000

50.000

350.000

125.000 125.000
210.000 210.000
$ 335.000 $ 905.000
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The Sales Budget

| April May June Quarter
Budgeted sales in units Z20.000 50,000 30,000 100.000
Selling price per unit $ 10 $ 10 $ 10 $ 10

\ )
ixd groll il )] Bljg0 f |

I April I I May I l June ] l Quarter I

Accounts receivable 3731 $ 30.000 $ 30.000
April Sales

F0% = $200.000 140.000 140,000

25% =x $Z200.000 50.000 S50.000
May Sales

7F0% =x $500.000 350.000 350,000

25% =% $500.000 125,000 125,000
Jun Sales

F0% = $300.000 Z210.000 210,000
Total cash collections $ 170.000 $ 400,000 $ 335.000 $ 905 . 000

U 1

o m Jee) — Ab siaa (5 8all mren

aogalsl

J-o<l
issue 01 I:_."l'u_!".l.:!



dool JI 8 o l=xall
Lecture 4

asolalsl

J-ocl

i Jee) — 4ds siae (3 g8all aen - : 1
01 | '-UJ '-lJ
P15_F05 seue e - ~.~|\\A::::-:



-
u
T
o

7401 | F4ol | rgol |

The Production Budget

slo ZoYl das ao9 i ©F B9 S il Zlixl 3929
Olaed! das e

3 o) — s sine 3 sl pen



I

O bell didlne
CUM\ QWJ‘Q
Sales Budget
&
Expected Cash
Collections

7401 | F4ol | rgol |

o
-
u
T
o
u

The Production Budget

: The Production

Budget

s Oyt pall Gladl O935alls &liall 3 damdedl Olaseall Z Y1 Lo o5 OF oz
The production budget must meet Budgeted sales&The desired ending inventory.

s dae) — A sias (3 58al) pren

aogalsl

J-o<l|
- £
issue 01 L"I'UHJ.



4 The Production Budget

It is prepared after the sales budget
It lists the number of units that must be
. produced during each budget period to

. meet:
Sales needs
E The desired ending inventory.
\ The production budget in turn directly
influences
. The direct materials budget.
. The direct labor budget.
The manufacturing overhead budget.
[‘] The preparation of the ending finished
\ goods inventory budget.
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Practical Example

Royal aS& 8)ls] do,3

o %203 Bsluo 3lgid) 0933l 050 O
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Ol dilire e ZUSYI ddlie deias

The management at Royal company wants
ending inventory to be equal to 20% of the
following month’s budgeted sales in units.
On March 31st, 4,000 units were on hand.
Assume Desired Ending inventory for June is
5,000 units. Prepare the production budget
The production budget is based on the sales
budget.

aogalsl
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Practical Example

wmp The management at Royal company wants

ending inventory to be equal to

202% of the following month’s budgeted sales in units.
mp On March 315, 4,000 units were on hand.

#Assume Desired Ending inventory for June is 5,000 units.

¥
_ Apil W May N June W Quarter

Budgeted Sales 20,000 50,000 30,000 100,000
| |
Arogalsl
J-o-<cl
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ctical Example

The management at Royal company wants
ending inventory to be equal to

20% of the following month’s budgeted sales in units.

On March 31°%, 4,000 units were on hand.

Assume Desired Ending inventory for June is 5,000 units.

Budgeted Sales
‘ Add: Desired ending inventory
Total Needs

_Apil W May W June W Quarter

20 ;I>]l]l] 30,000 30,000 100,000

3 o) — s sine 3 sl pen
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Practical Example

The management at Royal company wants

ending inventory to be equal to

202% of the following month’s budgeted sales in units.
On March 31%, 4,000 units were on hand.

Assume Desired Ending inventory for June is 5,000 units.

_Apil W May B June W Quarter

|
|
{ Budgeted Sales 20,000 50,000 30,000
|
|

100,000
Add: Desired ending inventory 10,000
) Total Needs 30,000
Budgeted May sales 50,000

Desired ending inventory %

Desired ending inventory

aogalsl
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Practical Example

The management at Royal company wants

. ending inventory to be equal to

/Y 1‘? 20% of the following month’s budgeted sales in units.
PR\ B ‘ On March 31%, 4,000 units were on hand.

Assume Desired Ending inventory for June is 5,000 units.

‘ Less: Beginning inventory

Apil W May B June W Quarter

Budgeted Sales 20,000 50,000 30,000 100,000
Add: Desired ending inventory 10,000
Total Needs 30,000

?

o m Jee) — Ab siaa (5 8all mren
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Practical Example

The management at Royal company wants

\}/,/f? ending inventory to be equal to
R T 20% of the following month’s budgeted sales in units.
Wda - On March 31%, 4,000 units were on hand.
NS Assume Desired Ending inventory for June is 5,000 units.
| April
Budgeted Sales 20,000 50,000 30,000 100,000
Add: Desired ending inventory 10,000
Total Needs 30,000

‘ Less: Beginning inventory 4,000

J-o<l|
- £
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Practical Example

The management at Royal company wants

O ending inventory to be equal to
",f-;;?’ 1‘&3\.‘ 20% of the following month’s budgeted sales in units.
b Y. On March 31%, 4,000 units were on hand.

Assume Desired Ending inventory for June is 5,000 units.

o m Jee) — Ab siaa (5 8all mren

Eingens !

Budgeted Sales 20,000 50,000 30,000 100,000

Add: Desired ending inventory 10,000 ?

Total Needs 30,000

Less: Beginning inventory 4,000
‘ Required production 26,000

v" Calculate
the required production
in May

aogalsl
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Practical Example

The management at Royal company wants

ending inventory to be equal to

20% of the following month’s budgeted sales in units.
On March 31°%, 4,000 units were on hand.

Assume Desired Ending inventory for June is 5,000 units.

mm

Budgeted Sales 20,000 50,000 30,000 100,000
Add: Desired ending inventory 10,000 6,000
Total Needs 30,000 56,000

Less: Beginning inventory 4,000 10,000
Required production 26,000 46,000

o m Jee) — Ab siaa (5 8all mren
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Practical Example

The management at Royal company wants

ending inventory to be equal to

202% of the following month’s budgeted sales in units.
On March 31°%, 4,000 units were on hand.

q Assume Desired Ending inventory for June is 5,000 units.

el o e

Budgeted Sales 20,000 50,000 30,000 100,000
Add: Desired ending inventory 10,000 6,000 5,000 4=

Total Needs 30,000 56,000 35,000

Less: Beginning inventory 4,000 10,000 6,000

Required production =26,[I=[Il] 46,0=[I[I 29,000

aogalsl
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Practical Example

The management at Royal company wants

ending inventory to be equal to

20% of the following month’s budgeted sales in units.
On March 31%, 4,000 units were on hand.

Assume Desired Ending inventory for June is 5,000 units.

 April
Budgeted Sales 20,000 50,000 30,000 100,000
Add: Desired ending inventory 10,000 6,000 5,000 =——> 5,000
Total Needs 30,000 56,000 35,000 105,000
Less: Beginning inventory 4,000l 10,000 6,000 1,000
‘ Required production 26,000 46,000 29,000 101,000

-
u
T
o

7401 | F4ol | rgol |
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The beginning inventory of the quarter is the beginning balance of April .
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The Direct Materials Budget and
the Expected Cash Payments for Materials

The ghrect material bgdget: o 9 Y &lge e oLl Bolall &fjgo dosad
details the raw material that mu.st be oo Bsllaall LSty iy Y1 &g e
purchased to cover the production Loy 8 9 ol kel jlawd SIS g plsdl 8oLl
pudget and The desired gnding Bilge 2 9 53T Djlga slac] @iy Hlidg sl
inventory of direct material. sl Baledl &jlga e sl aadl wle gasall
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Practical Example

At Royal Company Royal &% 3
five pounds of material are required per unit oy B9 S dlgall ipe JUo)l uas Cllad
of product. PRI
Management wants materials on hand at the S ol @4 G 05Ss 0l HlY 3
end of each month equal to 10% of the 7 o0 %10 Soluo dlgall (o (9550 g
following month’s production. YA
On March 31, 13,000 pounds of material are oo Jby 13,000 Jla o8 ¢ wyle 31 3
on hand. 8,890 3 gall
Assumed Desired ending inventory of oo 4d arall Blpdl 0953l OF Uil
materials is 11,500 Pounds. .Jb) 11,500 g slgell
Prepare the direct materials budget . -°J°"“w‘:3“°}: ‘““‘Jm ‘3‘4‘9 o2
4_&3. PO 4.&3. L atias
The direct materials budget is based on the e (e Bralkall slpell & ﬂcwy‘
production budget. ¢ mjﬁl!
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Practical Example

—

“* At Royal Company,
five pounds of material are required per unit of product.

*» Management wants materials on hand at the end of each month equal
to 10% of the following month’s production.

+* On March 31, 13,000 pounds of material are on hand.

Assumed Desired ending inventory of materials is 11,500 Pounds.

April Ma June Quarter

Production units 26.000 46.000 29.000 101.000

3 o) — s sine 3 sl pen
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Practical Example

“» At Royal Company,

=) five pounds of material are required per unit of product.

*+ Management wants materials on hand at the end of each month equal

to 710% of the following month’s production.

** On March 31, 13,000 pounds of material are on hand.

Assumed Desired ending inventory of materials is 11,500 Pounds.

| April May June Quarter

~ Production units 26,000 46,000 29,000 101,000
=) Materials per unit (pounds) 5 5 5
‘ Production needs 130,000 230,000 145,000 505,000

f?

aogalsl
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Practical Example

“» At Royal Company,
five pounds of material are required per unit of product.

——) Management wants materials on hand at the end of each month equal

to 710% of the following month’s production.

** On March 31, 13,000 pounds of material are on hand.

Assumed Desired ending inventory of materials is 11,500 Pounds.

=) Add: Desired ending inventory '5

April May June Quarter
Production units 26,000 46,000 29,000 101,000
Materials per unit (pounds) 5 3 5 5
Production needs 130,000 230,000 145,000 505,000

Total needed

401 1 Fdol | rdol |

3 o) — s sine 3 sl pen
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Practical Example

“* At Royal Company,
five pounds of material are required per unit of product.

=) \Vanagement wants materials on hand at the end of each month equal
to 710% of the following month’s production.

¢ On March 31, 13,000 pounds of material are on hand.

Assumed Desired ending inventory of materials is 11,500 Pounds.

mmmp Add: Desired ending inventory | 23,000

April May June Quarter
Production units 26,000 46,000 29,000 101,000
Materials per unit (pounds) 5 3 5 3
Production needs 130,000 1 230,000 145,000 505,000

Total needed 153,000

?

10% of following month’s production needs= 230,000

x 10%= 23,000.

o m Jee) — Ab siaa (5 8all mren
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Practical Example

% At Royal Company,
five pounds of material are required per unit of product.

<* Management wants materials on hand at the end of each month equal

to 10% of the following month’s production.
‘020 On March 31, 13,000 pounds of material are on hand.

Assumed Desired ending inventory of materials is 11,500 Pounds.

‘ Less: Beginning inventory

April May June Quarter
Production units 26,000 46,000 29,000 101,000
Materials per unit (pounds) 5 5 3 5
Production needs 130,000 230,000 145,000 505,000
Add: Desired ending inventory 23,000
Total needed 153,000

3 o) — s sine 3 sl pen

aogalsl
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% At Royal Company,
five pounds of material are required per unit of product.

< Management wants materials on hand at the end of each month equal

to 10% of the following month’s production.
‘030 On March 31, 13,000 pounds of material are on hand.

Assumed Desired ending inventory of materials is 11,500 Pounds.

13,000

April May June Quarter
Production Uunits 26,000 46,000 29,000 101,000
Materials per unit (pounds) 2 3 3 ]
Production needs 130,000 230,000 145,000 505,000
Add: Desired ending inventory 23,000 ?
Total needed 153,000

‘ Less: Beginning inventory
Materials to be purchase(/ﬂﬂ,ﬂﬂﬂ

‘ v" Calculate

the materials to be purchased in May

3 o) — s sine 3 sl pen
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Practical Example

< At Royal Company,
five pounds of material are required per unit of product.

<+ Management wants materials on hand at the end of each month equal

to 10% of the following month’s production.

% On March 31, 13,000 pounds of material are on hand.

Assumed Desired ending inventory of materials is 11,500 Pounds.

Total needed

April May June Quarter
Production units 26,000 46,000 29,000 101,000
Materials per unit (pounds) 5 5 5 5
Production needs 130,000 230,000 145,000 505,000
Add: Desired ending invento 23,000 | 14,500

153,000 N\, 244,500
Less: Beginning inventory 13,000

Materials to be purchased 140,000 221,500

o m dae) — Ak siaa (§sia) aren
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Practical Example

% At Royal Company,
five pounds of material are required per unit of product.

% Management wants materials on hand at the end of each month equal

to 10% of the following month’s production.

% On March 31, 13,000 pounds of material are on hand.

Assumed Desired ending inventory of materials is 11,500 Pounds. ﬂ

April May June Quarter

Production units 26,000 46,000 29,000 101,000
Materials per unit (pounds) 5 5 5 5
Production needs 130,000 230,000 145,000 505.000
Add: Desired ending inventory 23,000 14,500 11,500 ¢mx

Total needed 153,000 244,500 156,500

Less: Beginning inventory 13,000 23,000 L 14,500]

Materials to be purchased 140,000 221,300 142,000

3 o) — s sine 3 sl pen
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Practical Example

&
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» Direct material budget calculated on base of units of material
(as here by Pounds)

3 o) — s sine 3 sl pen

April May June Quarter

Production units 26,000 46,000 29,000 101,000
Materials per unit (pounds) 5 5 5 5
Production needs 130,000 230,000 145,000 505,000

Add: Desired ending inventory 23,000 14,500 11,500 11,500

Total needed 153,000 244 500 156,500 516,500

Less: Beginning inventory 13,000 23,000 14,500 13,000

‘ Materials to be purchased 140,000 221,300 142,000 503,500

\k/v///'
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|
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Expected Cash Payments for Materials

Example of Cash Payments foaa)l Ole gaall e Jlie
Roval pays $0.40 per pound for its Bolae Jboy JSI Y95 0.40 oo Jbg) 454 2503
materials. Le-vuw 21 3lgell
One-half of a month’s purchases is paid sl ot s @ el Ol R 253 oy
for in the month of purchase; the other -éwb@‘ 35 Gl 283 o Laiy
half is paid in the following month. o u:v‘ﬂ 31 & 5l Sblasdl A ooy
The March 31 accounts payable balance ’ Ys3 12,000
s 512,000. Andygrall Apatll Sle ghdell o

Calculate expected cash Payments

aogalsl
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Expected Cash Payments for Materials
Boaadl Ol gdaall e Jlia

=)

April May June
- Materials 140,000 221,500 142,000
to be purchased
# <*Royal pays $0.40 per pound for its materials.
Cost of expected Materials:
April May June Quarter
Materials to be 140,000 221,500 142,000 503,500
purchased
X cost per pound S.4 S.4 S.4 S.4
Cost of expected S 56,000 S 88,600 S 56,800 S 201,400
Materials
=~ = ~ =~

3 o) — s sine 3 sl pen
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Expected Cash Payments for Materials
Boaadl Ol gdaall e Jlia

April May June

Cost of expected $ 56,000 $ 88,600 $ 56,800

Materials

** Royal pays $0.40 per pound for its materials.

N7

** Oane-halfof a month’s purchases is paid for in the
month of purchase; the other half is paid in the
following month.

ﬂ ** The March 31 accounts payable balance is $12,000.

| _April | | May | [ June ||

Quarter

]

$ 12.000 $

?

I Accounts payable 3/31

12.000

Total cash disbursements

3 o) — s sine 3 sl pen
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ﬂ April

May

June

Cost of expected $ 56,000
Materials

$ 88,600

$ 56,800

\Z

following month.

*»* Royal pays $0.40 per pound for its materials.

* One-halfof a month’s purchases is paid for in the
month of purchase; the other half is paid in the

*» The March 31 accounts payable balance is $12,000.

April May June Quarter
Accounts payable 3/31 $ 12,000 $ 12,000
April purchases
50% x $56,000 28,000 28,000
50% x $56,000 28,000 28,000

3 o) — s sine 3 sl pen
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April =) May June
Cost of expected $ 56,000 $ 88,600 $ 56,800
Materials

| April May June Quarter

~ Accounts payable 3/31 $ 12,000 $ 12,000

~ April purchases

- 50% x $56,000 28,000 28,000

50% x $56,000 28,000 28,000
) May purchases

50% x $88,600 44 300 44,300

- |50% x $88,600 44,300 44,300

3 o) — s sine 3 sl pen
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April May - June
Cost of expected $ 56,000 $ 88,600 $ 56,800
Materials
April May June Quarter

Accounts payable 3/31 $ 12,000 $ 12,000
April purchases

50% x $56,000 28,000 28,000

50% x $56,000 28,000 28,000
May purchases

50% x $88,600 44,300 44,300

50% x $88,600 44,300 44,300

June purchases
50% x $56,800

28,400

3 o) — s sine 3 sl pen

aogalsl
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Accounts payable 3/31
April purchases

50% x $56,000

50% x $56,000

May purchases

50% x $88,600

50% = $88,600

June purchases

50% x $56,800

‘ Total cash dishursements

1 ]

——
May June Quarter
$ 12,000
28,000 28,000
28,000 28,000
44,300

44,300

28,400

$ 40,000 ' § 72300 ' § 72,700

W0 |3 72300 | § 72700

o m Jee) — Ab siaa (5 8all mren
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The Direct Labor Budget
dland] G51j 9001 Jlta

At Royal, each unit of product

requires 0.05 hours (3 minutes) of 0.05 gl o0 84>9 S ks <Royal 4S5 3
direct labor. workers are paid at the bl Jend! oye (3560 3 ) Al
rate of $10 per hour regardless of O dele S Y9 10 Jdes Jlead) g2l xés @i
the hours worked.Prepare the direct Lggheny Gl Oleldlsae e Jlaill
labor budget. bl Joadl &l g0 slacly o3
The direct labor budget is based on Joadl Olelu sae (Je ddlaall dif) gall datas

the production budget
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The Direct Labor Budget

At Royal, each unit of product requires
0.05hours (3 minutes) of direct labor.

>
0.0

workers are paid at the rate of $10 per
hour regardless of the hours worked.

Units of production

April

26,000 46,000 29,000

Quarter

101,000

From production budget.

o m Jee) — Ab siaa (5 8all mren
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The Direct Labor Budget

At Royal, each unit of product requires
- 0.05hours (3 minutes) of direct labor.

*

** workers are paid at the rate of $10 per

hour regardless of the hours worked.

April May June Quarter
Units of production 26,000 46,000 29,000 101,000
Direct labor per unit 0.05 0.05 0.05 0.05
Labor hours required 1,300 2,300 1,450 5,050

7401 | F4ol | rgol |
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The Direct Labor Budget

At Royal, each unit of product requires
0.05 hours (3 minutes) of direct labor.

=)+ workers are paid at the rate of $10 per
hour regardless of the hours worked.

April May June Quarter
Units of production 26,000 46,000 29,000 101,000
Direct labor per unit 0.05 0.05 0.05 0.05
Labor hours required 1,300 2,300 1,450 5,050
Wage rate /hour $10 $10 $10 $10
Total direct labor costs $ 13,000 $ 23,000 $ 14,500 $ 50,500

| L L L
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u
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Manufacturing Overhead Budget
5 il pall Y 4Kl &5ljg0 Jlie

At Royal, manufacturing overhead is & dueluall B8N Jroxsd 022 (Royal S 3
applied to units of product on the basis Jodl wlelis ol de el Olazy e 880
of direct labor hours. The variable ) ke
manufacturing overhead rate is $20 per 20 8ptiell 8 5kll 2 wtm wgﬂdd’fgb
direct Iabqr hour. Fixed manufacturihg 50,000 gz &b oﬂwjrﬁ f@\ ﬁ&j\ﬁ
pverhead is S50,000 per.mc.mth, which 8] ;Y95 20,000 asall 1id Jadiog Bye Yo
includes $20,000 depreciation of plant (d 1E 435 o) derli] Jgudl
assets (noncash costs). ) - gllasll
Prepare: the manufacturing overhead 8 riluadl e ducluall a8l 53190 slucl o8
budget. Manufacturing Overhead Budget
Manufacturing Overhead budget is based S 8 il pe delivall CadBal 3l go daias
on the manufacturing overhead base. Sraball pe deeliall a8l Juoss ol
Jo<l

o3 dae) — Al sias § iall e issue 01 lj.l.l.lj.l“.l_



8 bluo sl dr ) 2883 D90 Jlio

At Royal, manufacturing overhead is applied to units of
- product on the basis of direct labor hours.

The variable manufacturing overhead rate is $20 per direct
labor hour.

Fixed manufacturing overhead is $50,000 per month, which
includes $20,000 depreciation of plant assets (noncash costs ).

April May June

Budgeted DLH 1,300 2,300 1,450 5,050

aogalsl

3
Direct Labor Budget.
y-o<l

o dee] = Ahsiae Gsiad) pen issue 01 lj.l.l.lj.l“.l_
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At Royal, manufacturing overhead is applied to units of
product on the basis of direct labor hours.

- The variable manufacturing overhead rate is $20 per direct
labor hour.

Fixed manufacturing overhead is $50,000 per month, which
includes $20,000 depreciation of plant assets (noncash costs ).

_ April | May J June J Quarter _

Budgeted DLH 1,300 2,300 1,450 5,050
mmm) Variable mfg. OH rate $ 20 % 20 § 20 % 20
Variable mfg. OH costs $ 26,000 $ 46,000 $ 29,000 $ 101,000

3 o) — s sine 3 sl pen
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At Royal, manufacturing overhead is applied to units of
product on the basis of direct labor hours.

- The variable manufacturing overhead rate is $20 per direct
labor hour.

Fixed manufacturing overhead is $50,000 per month, which
includes $20,000 depreciation of plant assets (noncash costs ).

_ April | May J June [ OQuarter _

Budgeted DLH 1,300 2,300 1,450 5,050
=) Variable mfg. OH rate $ 20 § 20 § 20 § 20
Variable mfg. OH costs $ 26,000 $ 46000 § 29000 $ 101,000

3 o) — s sine 3 sl pen
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labor hour.

At Royal, manufacturing overhead is applied to units of
product on the basis of direct labor hours.

The variable manufacturing overhead rate is $20 per direct

- Fixed manufacturing overhead is $50,000 per month, which
includes $20,000 depreciation of plant assets (noncash costs ).

Budgeted DLH
Variable mfg. OH rate
Variable mfg. OH costs
=) Fixed mfg. OH costs

_ April J  May QM June M OQuarter _

1,300 2,300 1,450 5,050
$ 20 % 20 % 20 % 20
$ 26000 $ 46000 $ 29,000 $ 101,000

50,000 50,000 50,000 150,000

o m Jee) — Ab siaa (5 8all mren
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At Royal, manufacturing overhead is applied to units of
product on the basis of direct labor hours.

The variable manufacturing overhead rate is $20 per direct

labor hour.

Fixed manufacturing overhead is $50,000 per month, which
includes $20,000 depreciation of plant assets (noncash costs ).

_ April J  May QM June M OQuarter _

Budgeted DLH 1,300 2,300 1,450 5,050
Variable mfg. OH rate $ 20 % 20 § 20 % 20
Variable mfg. OH costs $ 26000 $ 46,000 $ 29,000 $ 101,000
Fixed mfg. OH costs 50,000 50,000 50,000 150,000
=) lotal mfg. OH costs 76,000 96,000 79,000 251,000

?
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At Royal, manufacturing overhead is applied to units of
product on the basis of direct labor hours.

The variable manufacturing overhead rate is $20 per direct
labor hour.

Fixed manufacturing overhead is $50,000 per month, which
ﬁ includes $20,000 depreciation of plant assets (noncash costs ).

_ April W May QM June [ Quarter _

Budgeted DLH 1,300 2,300 1,450 5,050
Variable mfg. OH rate $ 20 § 20 § 20 § 20
Variahle mfg. OH costs $ 26,000 §$ 46000 $ 29000 § 101,000
Fixed mfg. OH costs 50,000 50,000 50,000 150,000
Total mfg. OH costs 76,000 96,000 79,000 251,000
Less: noncash costs 20,000 20,000 20,000 60,000

1

v' Depreciation is a noncash expense

o m Jee) — Ab siaa (5 8all mren
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i |

Budgeted DLi
Variable mfg. OH rate
Variable mfg. OH costs
Fixed mfg. OH costs
Total mfg. OH costs
Less: noncash costs
=) Cash dishursements
for manufacturing OH

| Quarter _
1,300 2,300 1,450 5,050
§ 20 (§ 208 20|s 2
§ 26,000 | § 46,000 | § 29,000 | § 101,000
50,000 | 50,000 | 50,000 | 150,000
76,000 | 96000 | 79,000 | 251,000
20,000 | 20,000 | 20,000 60,000

§ 56,000 | § 76000 | § 59,000 | § 191,000 |
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Selling and Administrative Expenses Budget
LylsYl 9 dnndl ©log raall &iljge Jlie

At Royal, the selling and administrative el ldg pae &jlge @uudS @i (Royal 454 (3
expenses budget is divided into variable Oldg rang Spiie ldg man ] Ayl Wildg aally
and fixed components. The variable A
selling and administrative expenses are B 5Y92 0.50 il 81599 el uiﬁ«:’”f

EEIWENE

S0.50 per unit sold. Fixed selling and
administrative expenses are $70,000 per
month which include $10,000

)3’33 70,000 &L\»ﬁ 4| 5)\3}”3 @J\ L.)Lijsa.A Lol
Mol B9 rae Y95 10,000 faadl lds Josing Bygi
(S8 AL 89 nan g09)

depreciation expense (not cash). gl
Prepare: the co.'s selling and L)Yl ©log raally audl ilog ras L5)lge dldel o
administrative expenses budget RASRAL
The Selling and Administrative Expenses e )l ©lag paally audl log yae 53l ge daiad
Budget is based on Sales budget. O]l 4190
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» At Royal, the selling and administrative expenses budget is divided into
variable and fixed components.

¢ The variable selling and administrative expenses are $0.50 per unit sold.

¢ Fixed selling and administrative expenses are $70,000 per month which
include $10,000 depreciation expense (not cash).

_ Apiil J Moy QM June J| Quarter

== Budgeted sales 20,000 30,000 30,000 100,000

o m Jee) — Ab siaa (5 8all mren
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¢ At Royal, the selling and administrative expenses budget is divided into
variable and fixed components.

= *» The variable selling and administrative expenses are $0.50 per unit sold.

¢ Fixed selling and administrative expenses are $70,000 per month which
include $10,000 depreciation expense (not cash).

_ Apiil Q| Moy QM June J| Quarter

Budgeted sales 20,000 50,000 30,000 100,000
==) \fariahle S & A rate $ 050 §$ 050 § 050 § 0.50
Variable expenses $ 10000 $ 25000 $ 15000 § 50,000

o m Jee) — Ab siaa (5 8all mren

aogalsl

J-o<l|
- £
issue 01 l."l'l"..""“".



7401 | F4ol | rgol |

o
-
u
T
o
u

¢ At Royal, the selling and administrative expenses budget is divided into
variable and fixed components.

¢ The variable selling and administrative expenses are $0.50 per unit sold.

‘ Fixed selling and administrative expenses are $70,000 per month which
include $10,000 depreciation expense (not cash).

9

 Apiil Qi May J June QN Quarter |

Budgeted sales 20,000 50,000 30,000 100,000
Variable S & A rate $ 05 § 05 § 050 $ 050
Variable expenses $ 10000 § 25000 § 15000 $ 50,000
=) Fixed S & A expenses 70,000 70,000 70,000 210,000
Total S & A expenses 80,000 95,000 85,000 260,000

3 o) — s sine 3 sl pen
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¢ At Royal, the selling and administrative expenses budget is divided into
variable and fixed components.

¢ The variable selling and administrative expenses are $0.50 per unit sold.

¢ Fixed selling and administrative expenses are $70,000 per month which
P include $10,000 depreciation expense (not cash).

_ Apiil Q| Moy QM June J| Quarter

Budgeted sales 20,000 50,000 30,000 100,000
Variable S & A rate $ 05 § 05 § 050 $ 050
Variable expenses $ 10000 § 25000 $ 15000 § 50,000
Fixed S & A expenses 70,000 70,000 70,000 210,000
Total S & A expenses 80,000 95,000 85,000 260,000

Less: Noncash expenses 10,000 10,000 10,000 30,000

3 o) — s sine 3 sl pen
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 April . Quarter

Budgeted sales 20,000 50,000 30,000 100,000
Variable S & A rate $ 050 | $ 05 |$ 05 | § 050
Variable expenses $ 10000 | § 25000 | $§ 15000 | $ 50,000
Fixed S & A expenses 70,000 70,000 70,000 210,000
Total S & A expenses 80,000 95,000 85,000 260,000
Less: Noncash expenses |__10.000 10,000 10,000

=) Cash S & A expenses $ 70,000 | $ 85000 | § 75,000 | $ 230,000 “
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The Cash Budget

It is a detailed plan showing how bas (pasail ddual das  » Luaill )l gl
cash resources will be acquired and debgaill Zlam IS 9 paaill Olelasail 5
used over a specified time period. 9l 2319l BLaISY (adlunall 9T (29,80 1o
AW Ol gad!
All of the operating budgets have an

impact on the cash budget. Glge e 0 g ddiaaddl Gb)lgall puex
Auadl

ﬁ.g.u._l:l&ll
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The Cash Budget

oludl 4 ] Duasd) &lge ewndis
: Cash Collection Section a8l Mua=il eud .1
Dogatll cye Anasmiall dpaii slistianl AWl Buasdl ladasll gua 3
It lists all cash inflows excluding cash received from financing.

: Cash Payments Section 4dadl ole gduall eud 2

Wl9allg (59,8l ol sl biiwl daasl) cle sdaall puaz opo 1955
It consists of all cash payments excluding repayments of principal and interest.
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The Cash Budget

: Cash Excess or Deficiency Section szl g1 3Ll ewd .3

Jlgal (ol581 ] 7l 4Sadl COB13] Lo su

Lol Lga 81 @3 () J1gaIl sl e )08 ¢ 3BT13] Lo

It determines if the company will need to borrow money or if it will be able to
repay funds previously borrowed

: Financing Section (bgedl Olxlisl oud 4

4551 gall 878 IS Lghgd> adgrell dlodl Oldasy (59,81 Zubg

It details the borrowings and repayments projected to take place during the
budget period.
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Quarter
=) Beginning cash balance X XX
=P + Cash Collection X
Total Cash available XX
=) - Cash payments:
1. D. Materials
2. D. Labor
3. M. Overhead
4. Selling & Administrative
5
6
Total Payments XX
= Excess (Deficiency) XX
=) Financing:
1. Borrowing
2. Repayments
3.
Total Financing X
) Ending Cash Balance XX 9
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» Royal Co. is preparing budgets for the quarter ending June 30, 2023.
The following is the information of the quarter:

1. The expected cash collections for the next three months are:

April May June
$170,000 $400,000 $335,000

2. The expected cash payments for materials for the next three months are:

April May June
$40,000 $72,300 $72,700

03 Jae ) — i gine 5 sl qsen
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3. Direct labor budget, Manufacturing overhead budget and Selling and
administrative expenses budget are as follow:

April May June
Direct Labor budget 15,000 23,000 15,000
Manufacturing overhead budget 56,000 76,000 59,000
Selling and administrative Exp. budget 70,000 85,000 75,000

4. During April, the company will pay $49,000 in cash dividends.

5. During May, the company will purchase a new machine for cash $143,700.

6. During June, other equipment will be purchased for cash $48,300.
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7. The beginning cash balance in April is budgeted to be $40,000.
8. The company must maintain a minimum cash balance of $30,000.

9. An open line of credit is available at a local bank for any borrowing that may be
needed during the month. All borrowings are done at the beginning of a month, and all
repayments are made at the end of a month.

» Interest is paid only at the time of payment of principle. The annual interest rate is
16%.

Required:

weeams  Prepare a cash budget for the second quarter of 2023.

s dae) — A sias (3 58al) pren
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Beginning cash balance $ 40,000

Add: Cash collections 170,000
Total cash available 210,000
Less: Cash dishursements
Materials 40,000
Direct lahor

Manufacturing overhead
Selling and administrative
Dividend

Total dishursements

Excess (deficiency)

Financing:
Borrowing
Repayments
Interest

Total financing

Ending cash balance

3 o) — s sine 3 sl pen
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$m | June |
Beginning cash bhalance 40,000 S

> chedule of

Add: Cash collections | 170,000 § Expected Cash Collections
Total cash available ‘ 210,000

t)

7. The beginning cash balance in April is budgeted to be $40,000.

April May June
> $170,000 $400,000 $335,000
Arogalsl
) .. o AT - o U - £
ouim dae) — 4da giae (3 8al) aaaa issue 01 (A
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Schedule of Expected Cash Payments

‘ Less: Cash dishursements

Beginning cash balance $ 40,000
Add: Cash collections 170,000

Total cash available === 210,000

May

Materials 40,00
Direct labor 15,000 <
Manufacturing overhead 56,000

Selling and administrative 70,000

Dividend 49,000

Total disbursements 3 230,000

7

Added Information

5 Jae) — s sine 3 siall asen
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"l B Moy W Jue N Ouarter |

Beginning cash balance $ 40,000
Add: Cash collections 170,000

Total cash available  mmmp 210,000
Less: Cash dishursements

Materials 40,000
Direct labor 15,000
Manufacturing overhead 56,000

Selling and administrative 70,000

Dividend 49,000
Total dishursements =) 230,000

Deficiency =) (20,000)

» Because Royal maintains a cash balance of $30,000 ‘

So, the company must borrow $50,000 on its line-of-credit. ‘

3 o) — s sine 3 sl pen
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Beginning cash balance
Add: Cash collections
Total cash availahle
Less: Cash dishursements
Materials
Direct labor
Manufacturing overhead
Selling and administrative
|
Dividend
Total dishursements
Excess (deficiency)
Financing:

Borrowing M)

Total financing
Ending cash balance

_Apiil i May [ June QW Ouarter

$ 40,000
170,000

210,000

40,000
15,000
56,000
70,000

49,000

230,000

(20,000

50,000 : :
Ending cash balance for April

Is the beginning May balance.

50,000

$ 30,000
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Beginning cash balance
Add: Cash collections
Total cash available
Less: Cash disbursements
Materials
Direct labor
Manufacturing overhead
Selling and administrative
Equipment purchase
Dividend
Total dishursements
Excess (deficiency)
Financing:
Borrowing

Total financing
Ending cash bhalance

__April ) May QM June J Ouarter

$ 40,000 §$ 30,000
170,000 400,000
210,000 3 430,000
40,000 72,300
15,000 23,000
56,000 76,000
70,000 85,000

: 143,700
49,000 :

230,000 3 400,000

(20,000) == 30,000

50,000

50,000

$ 30,000

$ 30,000
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| April |

Beginning cash balance $ 40,000 $ 30,000 $ 30,000 ’
Add: Cash collections 170,000 400,000 335,000
Total cash available 210,000 430,000 » 365,000
Less: Cash dishursements

Materials 40,000 72,300 72,700

Direct labor 15,000 23,000 15,000

Manufacturing overhead 56,000 76,000 59,000

Selling and administrative 70,000 85,000 75,000

Equipment purchase - 143,700 48,300

Dividend 49,000 2 5 -
Total disbursements 230,000 400,000 * gy RS
Excess (deficiency) {(20,000) 30,000 @ 95,000 (&N
Financing: e

Borrowing 50,000 .

Repayments - - 7

Interest : . -
Total financing 50,000 ™
Ending cash halance $ 30,000 $ 30,000
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v Interest amount = ($50,000 x 16% x 3 /12 ) = $2,000
\ (Borrowings on April 1 and repayment on June 30.)

Beginning dqsh balance

Less: Cash dishurse
Materials
Direct lahor
Manufacturing overhead
Selling and administrative
Equipment purchase
Dividend
Total dishursements
Excess (deficiency)
Financing:
Borrowing
Repayments
Interest
Total financing
Ending cash bhalance

3 o) — s sine 3 sl pen

| April |
¢ 40000 §$ 30000 §$ 30,000
170,000 400,000 335,000
210,000 430,000 365,000
40,000 72,300 72,700
15,000 23,000 15,000
56,000 76,000 59,000
,000 85,000 75,000
143,700 48,300
49,00 2 - B
230,000 \, 400,000 g S
(20,000) 30,000 C_ 95,000 ) /&GN
50,000 \
- -\ 2(50,000)
- - (2,000)
50,000 ; (52,000)
$ 30,000 $ 30,000 $ 43,000
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Beginning cash balance J $ 40,000

Add: Cash collections
Total cash available
Less: Cash dishursements
Materials
Direct lahor
Manufacturing overhead
Selling and administrative
Equipment purchase
Dividend
Total dishursements
Excess (deficiency)
Financing:
Borrowing
Repayments
Interest
Total financing
Ending cash bhalance

40,000 ¢=m==

3 o) — s sine 3 sl pen

= ==
May June Quarter
$ 30,000 $ 30,000 $

170,000 400,000 335,000 905,000
210,000 430,000 365,000 945,000
40,000 72,300 72,700 185,000
15,000 23,000 15,000 53,000
56,000 76,000 59,000 191,000
70,000 85,000 75,000 230,000

- 143,700 48,300 192,000
49,000 - - 49,000
230,000 400,000 270,000 900,000
{20,000) 30,000 95,000 45,000
50,000 . 50,000

- - {50,000) (50,000)

= = (2,000) (2’000)
50,000 - (52,000) {2,000)

$ 30,000 | $ 30,000 $ 43,000

$ 43,000 r
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Preparing the Master Budget in the Merchandizing Company

Ending Inventory
Budget

Sales budget

Merchandise Purchases
Budget

Selling and
Administrative |

Exp.Budget

sl Cash Budget

¥

v

Budgeted
Income
Statement

3 o) — b sine (3 sl pen
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Balance Sheet
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But if it were a merchandising company, it would prepare

purchased from suppliers during the period.

e )] Sl ol 31 o (3,4
The Difference Between
the Merchandizing Company & the Manufacturing Company

*¢* Royal Co. prepared a production budget because it is a manufacturing co.,

a merchandise purchases budget showing the amount of goods to be

v" The format of the Merchandise Purchases Budget is shown below:

d Budgeted sales

mm) + Desired ending merchandise inventory

XXX
X

Total needs

mm) ~ Beginning merchandise inventory

XXX
XX

Required purchases

XX

401 1 Fdol | rdol |
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