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Direct material

Material X Material Y
Beginning invertory (units) 8500 8000
Ending inventory required (units) 10200 1700

Department 1 Department 2

(®) (®)
Budgeted variable overhead rates.
(per direct fabour hour):

Indirect materials. 120 0.80

Indirect labour 120 120

Fower (variable portion) 060 0.40

Maintenance (variable portion) 020 0.40
Budgeted fixed overheads.

Depreciation 100000 80000

Supenvision 100000 40000

Power (fixed portion) 40000 2000

Maintenance (fixed portion) 45600 3196
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@

Estmated nonmanufoctuing ovemeads: Stationary o, (dminitration) 4000
Satries
Sales 74000
offe 28000
Commissins 50000
Car oxpenses (ales) 22000
Advetising 20000
Miscellaneous (Offce) 2000
Fsom
Budgoted cash flows are as folows:
Qurter1  Quater2  Qurers  Quaterd
@ @ @ @
Raceipt fram customers. 100000 1200000 112000 885000
Paments:
Materils 40000 48000  ad0000 547984
Payments for wages 400000 410000 480000  cas1ss
Otnercosts and expenses 12000 10000 72016 1362

You are requied to propare a master budga for the year 200X and the following budgels:
sates budget;

producion budget;

avect matorals usage bucket;

avect matorls purchase bucget;

dect labour budget;

factory overheod bucet;

selling and adminisration budget;

cash budgol.
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SALES BUDGET

Schedule 1 - Sales budget for year ending 200X

Selling price Total revenue
Product Units sold (%) (£)

Alpha
Sigma
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PRODUCTION BUDGET AND BUDGETED INVENTORY LEVELS

Schedule 2 - Annual production budget

Department 1 Department 2
(alpha) (sigma)

Units to be sold

Planned closing inventory

Total units required for sales and inventories
Less planned opening inventories

Units to be produced
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DIRECT MATERIALS USAGE BUDGET

Schedule 3 - Annual direct material usage budget

Department 1 Department 2
Unit Unit Total
price Total price  Total Total  unit price
Units () () Units (€) (€) units (€)

Total
(£)

Material X
Material Y
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DIRECT MATERIALS PURCHASE BUDGET

Schedule 4 - Direct materials purchase budget

Material X (units) Material Y (units)

Quantity necessary to meet production
requirements as per material usage budget
Planned closing inventory

Less planned opening inventory
Total units to be purchased
Planned unit purchase price
Total purchases
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DIRECT LABOUR BUDGET

Schedule 5 - Annual direct labour budget

Department 1 Department 2 Total

Budgeted production (units)
Hours per unit

Total budgeted hours
Budgeted wage rate per hour
Total wages
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FACTORY OVERHEAD BUDGET

Schedule 6 - Annual factory overhead budget
Anticipated activity — 102000 direct labour hours (department 1)
24075 direct labour hours (department 2)

Variable overhead rate per
direct labour hour Overheads

Department ~ Department  Department — Department

1 2 1 2 Total
(£) (£) (£) (£) (£)
Controllable overheads:
Indirect material
Indirect labour

Power (variable portion)
Maintenance (variable portion)

Non-controllable overheads:
Depreciation
Supervision
Power (fixed portion)
Maintenance (fixed portion)

Total overhead
Budgeted departmental overhead rate
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SELLING AND ADMINISTRATION BUDGET

Schedule 7 - Annual selling and administration budget

(£) (£)

Selling:
Salaries
Commission
Car expenses
Advertising

Administration:
Stationery
Salaries
Miscellaneous
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DEPARTMENTAL BUDGETS

Department 1 - Annual departmental operating budget

Budget Actual
(£) *) (%)

Direct labour (from schedule 5):
102000 hours at £12
Direct materials (from schedule 3):
102000 units of material X at £7.20 per unit
51000 units of material Y at £16 per unit
Controllable overheads (from schedule 6):
Indirect materials
Indirect labour
Power (variable portion)
Maintenance (variable portion)
Uncontrollable overheads (from schedule 6):
Depreciation
Supervision
Power (fixed portion)
Maintenance (fixed portion)
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MASTER BUDGET

Budgeted profit and loss account for the year ending 200X

(£) (£)

Sales (schedule 1)

Opening inventory of raw materials
(from opening balance sheet)

Purchases (schedule 4)

Less closing inventory of raw materials (schedule 4)
Cost of raw materials consumed
Direct labour (schedule 5)
Factory overheads (schedule 6)
Total manufacturing cost
Add opening inventory of finished goods
(from opening balance sheet)
Less closing inventory of finished goods

Cost of sales

Gross profit

Selling and administration expenses (schedule 7)
Budgeted operating profit for the year
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Alpha

igma

Units

(£)

Units

(£)

Direct materials
X
Y

Direct labour

Factory overheads:
Department 1
Department 2
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Budgeted balance sheet as at 31 December

(£) (£)

Fixed assets:
Land
Building and equipment
Less depreciation®

Current assets:
Raw material inventory
Finished good inventory
Debtors”
Cash®

Current liabilities:
Creditors?

Represented by sharcholders’ interest:
1200000 ordinary shares of £1 each

Reserves

Profit and loss account
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CASH BUDGETS

Cash budget for year ending 200X

Quarter 1 Quarter 2 Quarter 3 Quarter 4 Total
(£) (£) (£) (£) (£)

Opening balance
Receipts from debtors

Payments:
Purchase of materials
Payment of wages
Other costs and expenses

Closing balance
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he Enterprise Company manufactures two products, known as alpha and sigma. Alpha is produced in
department 1 and sigma in department 2. The following information is available for 200X.
Standard material and labour costs:

()
Material X 7.20 per unit
Material Y 16.00 per unit

Direct labour 1200 per hour

Overhead is recovered on a direct labour hour basis.
The standard material and labour usage for each product is as follows:

Model aipha  Model sigma

Material X 10 units. 8 units
Material Y 5 units 9 units
Direct labour 10 hours, 15 hours.




image2.png
The balance sheet for the previous year end 200X was as follows:

® ®) ®)
Fixed assets:
Land 170000
Buildings and equipment 1292000
Less depreciation 255000 1037000 1207000
Current assets:
Inventories, finished goods. 99076
raw materials 189200
Debtors. 289000
Cash 34000
611276
Less current liabilties.
Creditors 248800 362476
Netassets 1569476
Represented by sharenolder’s interest:
1200000 ordinary shares of £1 each 1200000
Reserves 369476
1569476
Other relevant data is as follows for the year 200X:
Finished product

Model apha  Model sigma

Forecast sales (units) 8500 1600
Selling price per unit £400 £560
Ending inventory required (units) 1870 9

Beginning inventory (units) 170 85




