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Top managers of McKnight Industries predicted 2012 sales of 14,900 units of its product at a unit price of $7.00. Actual sales for the year were 14,600 units at
$10.50 each. Variable costs were budgeted at $2.60 per unit, and actual variable costs were $2.70 per unit. Actual fixed costs of $44,000 exceeded budgeted fixed
costs by $2,000.

Requirement
1. Prepare McKnight's income statement performance report. What variance contributed most to the years favorable results? What caused this variance?

Flexible Budget for
Actual Results at | Flexible Budget | Actual Number of | Sales Volume | Static (Master)

Variable expenses
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California Products Company has the following data as part of its budget for the 2" quarter:

Apr May Jun
Cash collections 530,000 532,000 536,000
Cash payments
Purchases of inventory 4500 4,600 3,800
Operating expenses 7.200 7.600 8,000
Capital expenditures 0 24,500 5,200

The cash balance at April 1 is forecast to be $8,200. Assume that there will be no financing transactions or costs during the quarter. Based on the above
information only. what will the cash balance be at June 307

4. $33,900
OB $21.800
OF. 540,800
OD. $26,500
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Onyx Company prepared a static budget at the beginning of the month. It the end of the month and the company is analyzing actual results versus budget using
flexible budget methodology. Data are as follows:

Static budget:  Sales volume: 1,000 units Price: $70 per unit
Variable expense: $32 per unit Fixed expenses’ $37.500 per month
Operating income: $500

Actual results: Sales volume: 990 units Price: $74 per unit
Variable expense: $35 per unit Fixed expenses’ $33,000 per month

Operating income: 55,610

Based on the above data, how much was the flexible budget variance for sales revenue?

Oh $3,960 U
OB. $3960F
OC $5490F
Ob. $54%0U
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Outdoorsies sells its rock-climbing shoes worldwide. Outdoorsies expects to sell 4,500 pairs of shoes for $195 each in January, and 2,000 pairs of shoes for $220
each in February. Outdoorsies expects cost of goods sold to average 60% of sales revenue, and the company expects to sell 4,300 pairs of shoes in March for
5210 each. Outdoorsies' target ending inventory is $18,000 plus 60% of next month's cost of goods sold.

(Click the icon to view the sales budget )

Requirement
1. Use this information and the sales budget to prepare Outdoorsies’ inventory, purchases, and cost of goods sold budget for January and February

T —— Data Table
Inventory, Purchases, and Cost of Goods Sold Budget T
January - February e —

January February January - February
Cost of goods sold January || February Total

e (I | E— Salss pice perpar |5 1955 220
Total invertory required (I | Number of pairs 500 0

Beginning inventory I | E— Total sales S 877,500 | 440,000 | $1,317.500
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Pentangle Company has prepared a preliminary cash budget for the 3" quarter as shown below:

Cash Budget Jul Aug Sep
Beginning cash balance 532,000 $4.400 56,900
Cash collections 43.400 51.000 44,600
Cash available 81400 55.400 51.500
Cash payments

Purchases of inventory 36,000 9,000 11,000

Operating expenses 41,000 30,500 30,900

Capital expenditures 0 9,000 7.700
Total cash payments $77.000 548,500 549,600
Ending cash balance $4.400 56,900 $1.900

‘Subsequently. the marketing department revised its figures for cash collections. New data are as follows: $52,000 in July, $50,000 in August, and $42,000 in
‘September. Based on the new data, what is the new projected cash balance at the end of September?

O#4 $7,000
OB $900
Ot 52400
Op. $8,500




