MANAGING FINANCE – SETTING AND ACHIEVING BUDGETS
Section 4:  How do you develop budget reporting systems?
Activity 0409 – How do you develop an expense budget report? 
Suggested Timing: 10–20 minutes
Here you are asked to prepare a budget expense report for the same division for the same period.

We have given you the budget and actual figures below.

Expense Budget

	Item
	$
	Comment

	Wages
	18,000
	1 manager and two sales persons

	Advertising
	10,000
	5% of sales rounded to nearest $100

	Rent
	  3,000
	Allocated on floor space

	Packaging
	  1,000
	Based on sales estimates

	Distribution costs
	  2, 700
	270 units @ $10 to contract carter

	Light and power
	    600
	Allocated on floor space

	Telephone
	   2, 400
	Separate lines to each division

	Repairs
	      810
	Allow average of $3 per unit

	Allocation accounting division costs
	
   4,000
	Allocated to sales divisions on estimated revenue

	Total expenses
	  42,510

	


Actual Expenses for 3 months:

	Wages
	$17,800

	Advertising
	10,000

	Rent
	3,350

	Packaging
	900

	Distribution
	2,600

	Light and power
	    575

	Telephone
	2,600

	Repairs
	  1,540

	Accounting
	  4,250

	
	$43,615


Your task is to design and prepare budget reports for the three months ended September for expenses.

The various budgets should be based on flexible budgeting principles which were explained in Activity 7 of Section 2. You need to look at each item and the related comments in the budget and decide whether the budget needs adjusting because it is directly related to the volume of sales. For example the repair budget is based on budgeted sales of 270 units costing $3 each to repair. If actual sales were only 260, you cannot realistically compare actual repairs of 260 units with a budget based on repairing 270 units. The repair budget needs to be adjusted to 260 units @ $ 3 in order to have a reliable basis for making an evaluation of whether the repair costs were satisfactory or not.  

In drawing up the expense budget report, separate out the expenses you consider are controllable by the manager and those which are not under his/her control.
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Please enter your name in this text box:  

Please estimate how long it took you to complete this Chapter: 


                         Hours                            Minutes
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