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1. [bookmark: _GoBack]Theresa Flanagan, the accountant, is a perfectionist.  No one can do the job as well as she can.  Indeed, she has found budget information provided by the various departments to be worthless.  She must change everything they give her.  She has to admit that her estimates have not always been accurate, but she shudders to think of what would happen if she used the information supplied by the marketing and operating departments.  No one seems to care about accuracy.  When Ms. Flanagan confronted one of the salespeople with the fact that he was behind in meeting his budgeted sales forecast, he responded by saying, "They're your numbers.  Why don't you go out and make the sales?  It's a heck of a lot easier to sit there in your office and makeup numbers than it is to get out and get the real work done."  Write a short report suggesting how the budgeting process could be improved. 
A budgeting system can be very important as it helps create a strategic plan which meets a business's financial goals. Errors in the budgeting process would result in making wrong and misleading decisions. To improve a budgeting process, the entire team must be involved so that the ideas of all team members are involved. Ample time and communication should also be considered. It is as well good to ensure budgeting and forecasting are flexible rather than a fixed value. To ensure a better process, the financial goals and objectives of a company should be well stated and strategies to achieve them considered. To avoid errors, team members from different departments should ensure that all possible expenses are accounted for and realistic estimations should be made as well. Team members involved in preparing budgeting information should also be keen on details, errors and review their work before it is submitted for decision making.


2. Ozark Company operates a candy store located in a large shopping mall.  Write a brief report describing the sales pattern that you would expect Ozark to experience during the year (*let’s discuss pre-pandemic sales patterns*).  In which months will sales likely be high?  In which months will sales likely below?  Explain why.
A candy store is a profitable business since it captures the attention of many people. The fact that Ozark is located in a large shopping mall means that the business can thrive well. I would expect Ozark to make very high sales on weekends, mid-February, April, July, and December. This is because of holidays such as Valentine’s Day, Easter, Christmas, and Halloween. On these special occasions, people tend to buy gifts, candies for their loved ones. Parents also tend to buy confectionery for their children when they come to shop at the mall. These special occasions contribute to very high sales at Ozark Company hence increasing sales patterns. I expect the sales patterns to have an increasing trend and be lower in the other months of the year.






3. The production department’s static budget and actual results for 2019 follow:
	 
	Static Budget
	 
	Actual Results

	Production in units
	60,000 kits
	 
	64,000 kits

	Direct materials
	$
	525,000
	 
	 
	$
	655,000
	 

	Direct labor
	 
	450,000
	 
	 
	 
	464,000
	 

	Variable manufacturing overhead
	 
	120,000
	 
	 
	 
	135,000
	 

	Total variable costs
	 
	1,095,000
	 
	 
	 
	1,254,000
	 

	Fixed manufacturing overhead
	 
	525,000
	 
	 
	 
	512,500
	 

	Total manufacturing cost
	$
	1,620,000
	 
	 
	$
	1,766,500
	


a. Convert the static budget into a flexible budget:
	
	Flexible Budget

	Production in units
	60,000 

	
	

	Direct materials
	612,000

	Direct labor
	435,000

	Variable MOH
	126,000

	Total variable costs
	1,176,000

	Fixed MOH
	480,000

	Total manufacturing costs
	1,656,000



A flexible budget is a budget that adjusts to the activities of a company, unlike a static budget which does not change from the amounts established when the budget was generated.
Everything changes after adjustments are made. 
4. You are running a home delivery dessert corporation to deliver desserts to Davis residents during the pandemic.  Discuss how whether your purpose is to maximize value to all stakeholders or whether your purpose is to maximize value to all shareholders will impact your budgeting process and the three levels of planning.
For a business to perform well, the shareholders' value must be maximized. As I do delivery to Davis residents I should ensure that I have met the customer's satisfaction. Customers are the key to every successful business and maximizing this would contribute to achieving the budgeting process. In the achievement of the strategic plan, I would draft how the delivery process should be made and the goals to be achieved by the company. To achieve capital budgeting, I would estimate the amount to be charged for each dessert, cost of delivery, and any other expenses incurred. To ensure maximum operations budgeting is achieved, I would estimate the cost of labor and production to be spent.




5. You're trying to develop a master budget for your dessert delivery corporation.  List 10 questions that you would need to answer to develop your budget (this question is similar to the exercise we will be working on during class on Tuesday so you may want to wait until Tuesday to work on this answer).
· How much money do I require to start and run the business?
· What equipment do I need for preparing desserts?
· What is the cost of the equipment?
· What are the modes of development I will use?
· What is the cost per dessert delivered?
· How much labor is required?
· What is the cost of ingredients required?
· How will the cost of delivery be required?
· Where do I get the ingredients for preparing deserts?
· How do I advertise my business?
· How will interested clients place their orders?
