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Division N has decided to develop its budget based upon projected sales of 39,000 lamps at
$52.00 per lamp.

The company has requested that you prepare a master budget o the year. This budget i o be used
for planning and control of operations and should be composed .

1. Production Budget
2. Materials Budget

3. Direct Labor Bucget

4. Faclory Overnead Budget

5. Seling and Adrinistrative Budget
6. Cost of Goods Sold Budget

7. Budgeted Income Statement

8. Cash Budget

Notes for Budgeting:

The company wans to maintain the same number of unis in the beginning and ending inventories of
work-in-process, and electrical parts while increasing the inventory of Lamp Kits to 525 pieces and
decreasing the finished goods by 20%

Complete the folowing budgets
1 Production Budget

Planned Sales
Desired Ending Inventory of Finished Goods
Total Needed
Less: Beginning Inventory

| Total Praduction  —r|

o1y
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2 Materials Budget

Lamp Kits
Needed for Production
Desired Ending Inventory
Total Needed
Less: Beginning Inventory
Total Purchases
Cost per piece
Cost of Purchases (Round to two places, S#4#.##)

3 Direct Labor Budget

Labor Cost Per Lamp
Production
Total Labor Cost (Round to two places, S##.4#)

4 Factory Overhead Budget

Variable Factory Overhead:
Variable Factory Overhead Cost Per Urit
Number of Urnits to be Produced
Total Variable Factory Overhead (Round to two places, S##.44#)
d Factory Overhead

Total Factory Overhead (Round to two places, $## #4#)
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4 Factory Overhead Budget

‘Overhead Allsation rate based on:
1. Number of Units
“Total Faciory Overhead / Number of Unis
(Round to two places, S##.#4]

5 Gost of making ono unit next year
Cost of one Lamp Kit
Labor Cost Per Lamp
Factory overhead per unit

Total cost of e urit
(Round to two places, S##.#4]

& Seling and Admin, Budget

Fixed Seling

Variable Seling (Round to two places, S #4)

Fixed Administratve

Variable Admiistrative (Round (o wo places, S#.#4)

Total Selling and Acministrative. (Round to o places, $####)

Goods
Sod.
Bucge -
Beginning Invenory, Fnished Goods.
Producion Costs:
Materials:
Lam Kiss:
Beginning nventory.
Purchased
Avallable for Use.
Ending Inventory of Lamp Kits
Lamp Kits Used In Producion

Total Materals:
Labor
Overneas
Cost of Goods Avaiable.
Less: Ending Inventory, Finished Goods.
Costof Goods Soid

101

Roun dollars to two.
Jaces, St #
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8 Cash Budget

Assume actual cash receipts and disbursements wil follow the pattern below: (Note: Recelvables and
Payables of 12/31/x1 will have a cash impact n 20x2.)

1. 19.00% ofsales fo the year are made in November and December. Since our customers have 60 day ferms
those funds wil be collected be collected in January and February.

82.00% of material purchases wil be paid curing the year, the femaining porion wil be paid n Januay or

Al Gther manufaciuring and operating costs are paid for when incurred

The budgeted depreciation expense is equal fo 0.6% of the fixed manufacturing, seling and adinistrative expenses.

Minimum Cash Balance needed for 2012, $195.000

ebruary.

1500 Th Light
Projected Cash Budgot
For the Year Ending Decomber 31, 20x2

Roun dollars to two.
places, S

Beginning Cash Balance

Gash Infows:

Sales Gollections:

Account Receivable (Sales last year not collecied)

Sales made and collected ih 20x2

Gash Available

Gash Outfows:

Purchases

Accounts Payable (Purchases last yoar)

Purchases mae and paid for n 2012

Other Manufaciuring Coss.

Direct Labor

“Total Manufacturing Overhead

Seling and Adminisiative

Less: Depreciation

Total Cash Outflows.

Budgeted Cash Balance before financing

Needed Minimum Balance

Amount o be borrowed (i any)

Budgeted Cash Balance
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PART 7

Capital Decision Making

Big Al gives his worker's a one hour lunch and two fifteen minute breaks each day. He believes that a
cold soda machine would be appreciated by his workers, and an appreciated worker is a good worker.
He has priced a machine at a national member only warehouse for $2,100. The machine should be

usable for 5 years, after which it would be inefiicient, obsolete and would have to be disposed of at the

dump. Big Al believes that 7 cans a day will be purchased. The plant

open five days aweek, 50

weeks per year. A case of soda (24 cans) costs $5.52 and Big Al believes that a price of $.85 per

an would win him good wil.

Whatis the estimated annual sales in cans of soda?

1,750 cans

What s the contribution marg

in per can of soda? (rounded to two places, $# #4#)

How many cans of soda must

be sold each year to breakeven? (Round up to zero places, ###4# cans)

Annual incremental cash infioy

ws from the.

soda machi

ine? (rounded

to two places, $#.44#)
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What s the payback period in years? (rounded to two piaces, ### years)

Ifthe time value of money s 1.

Whatis the inter;

2% per year

r what s the net present value? Use_the tables on page 18.

al rate of reft

turn._Pick the

e closest interest rate from the tables on page 18
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