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Part II
Using the 2016 and 2017 financial statements provided for Jim’s Auto Body, prepare a static budget for 2018 (include the Income Statement and the Balance Sheet). Jim Davis has indicated that his plan is to grow his revenue by 15%. Prepare the static budget based on this growth plan and the previous year’s statements to account for trends. Do not be afraid to make suggestions for the budget (such as suggesting a way to cut back on utilities or supplies) to show the client how much of a difference it could make in his profitability. Please show your work (calculations). Your memo should be 700–900 words in APA format.
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Jim’s Auto Body Static Budget
For the Year 2018
	
	Actual Amounts
	Static Budget
	Variances

	Total Revenues
	$38,000
	$42,000
	$4,000                     U

	Variable costs
	
	
	

	Supply
	$450
	$500
	$50                            F

	Salary
	$620
	$670
	$50                            F

	Utility
	$1,200
	$1,600
	$400

	Total Variable costs
	$2,270
	$2,770
	$500                         F

	Contribution Margin
	$35,730b
	$39,320c
	$3,500                      F

	Fixed Costs
	
	
	

	Rent
	$2,500
	$2,400
	$100                         U

	Depreciation 
	$300
	$500
	$200                         F

	insurance
	$400
	$350
	$50                           U

	Total fixed costs
	$3,200
	$3250
	$350                         F

	Operating Income
	32,530
	$35,980
	$3,150                      F


aF= Favorable impact on Operating Impact and U= Unfavorable impact on operating cost
bContribution margin Percentage = $35,730÷$38,000 = 94.03%
cContributiion Margin percentage = $39,320÷$42,000 = 93.61%
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Jimis Auto Body

Income Statement

As of April 30, 2016

Reverues

Service Revenne 32,000
Total Reveme 32,000
Expenses

Salary Expense 3,200

Rent Expense 1,500

Utily Expense 350
Depreciation

Expense 410

Inswrance Expense | 175

Supply Expense 350

Total Expenses 5.985

26,015
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Jun's Auto Body

Income Statement

As of April 30, 2017

Revemes
Service Reveme 36,000
Total Reveme 36,000
Expenses

Salary Expense 4,700
Rent Expense 2,000

Utily Expense 900
Depreciation

Expense 200

Insurance Expense _| 250

Supply Expense 510

Total Expenses 8,560

27.440
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Jinis Auto Body

Balance Sheet

As of Apil
30,2016

Assets

Cash

101,800

Acct Receivable

20,000

PPIn

1,100

Equipment

55,000

Accu Dep.

(500

Supplies

2,600

Total Assets

180,000

Liabiliies and
Stockholders' Equity

Liabilties:

Accounts Payable

8,000

Salary Payable

3,000

Total Liabilties

110,00

Stockholders'
Equity:

Commmon Stock

150,000

Retained Eamings

15,000

Total Stockholders'
Equity

169,000

Total Liabiliies &
Stockholders' Equity

180,000
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Jinis Auto Body

Balance Sheet
As of April
30,2017
Assets
Cash 145,000
Acct Receivable 34,000
PPIn 1,100
Equipment 62,000
Accu Dep. 50
Supplies 2300
Total Assefs 243,650
Liabiliies and
Stockholders' Equity
Linbilies
Accounts Payable 22,000
Salary Payable 4,500
Total Liabilies 265,00
Stockholders' Equity:
Common Stock 198,150
Retained Eamings 19,000
Total Stockholders'
Equity 217,150
Total Liabiliies &
Stockholders' Equity 243,650





