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	Chapter 2
	PLANNING 

FOR 

SUCCESS: 

BUDGETING 


Questions for Discussion

2-1.
Planning helps the organization by causing its employees to think ahead and anticipate change. This is done by establishing specific goals and objectives, communicating those objectives to the individuals who must achieve them, forecasting future events, developing alternatives, selecting from among alternatives, and coordinating activities. The activities are summarized in a document called a budget. The budget describes what we hope to achieve and the resources that will be used to carry out the organization’s activities.

2-2.
The organization’s mission represents its reason for existence. For public, health, and not-for-profit organizations, finances often become a means to an end, rather than the end itself. This mission cannot solely be making profits. Financial management must help balance the focus on profit with the public service elements of the organization’s mission. 

2-3.
Strategic plans translate the mission of the organization into an approach or set of approaches that will be used to accomplish the mission, and a broad set of goals that need to be attained to achieve the mission. Strategic plans set the organization’s long-term direction. They often do not have specific financial targets. However, they set the stage for the specific, detailed budgets that will be established to achieve the organization’s goals.

2-4.
Whereas the strategic plan establishes goals, the long-range plan considers how to achieve those goals. Long-range plans establish the major activities that will have to be carried out in the coming three to five years. This process links the strategic plan to the day-to-day activities of the organization. Organizations that do not prepare a long-range plan are often condemned to only sustain current activities, at best. 

2-5.
Budgets establish the amount of resources that are available for specific activities. However, budgets do not merely limit the resources that can be spent. They represent the detailed plan that supports the organization’s efforts to achieve its mission, and help the organization determine and achieve its goals and objectives. The budgeting process is one of exploring possibilities. Organizations determine what things they can and cannot do. They examine alternatives and choose those that are likely to yield the best results. They become attuned to possible problems and can work to find solutions. Budgeting forces managers to think ahead, to have clear expectations against which to measure performance, and to coordinate the activities of the organization so that everyone is working toward a common purpose.



Budgets are also used to control results. That is, budgets not only create plans, but they are also used to help accomplish those plans. This is done by comparing actual results to the budget. Looking at results, we can assess what needs to be corrected. How good a job did the organization’s management do? How well did the organization itself do? In order to evaluate performance, one must have a standard or benchmark to compare with actual results. The budget establishes the organization’s expectations.

2-6.
An organization may consider undertaking an activity that was not planned for when the annual budget was prepared. At any time an organization can prepare a special budget for a specific purpose. Appropriate approval should be obtained before implementing the budget.

2-7.
An organization’s budgets are often organized into a strategic plan, long-range plan, master budget, and special purpose budgets. 

2-8.
Budgets present specific, measurable goals. An individual is much more likely to work efficiently if there is a target to shoot for, assuming that the target is not unrealistic.

2-9.
Most employees would prefer salaries that are substantially larger than the amounts they are currently receiving. Organizations lack the revenues to pay for those raises. Most managers would like more office space with new furniture and remodeled facilities. They would certainly like more staff to carry out existing functions. Organizations must make choices concerning how to spend their limited resources.

2-10.
The manager should make sure that it is in the staff’s best interests to do the things that are in the organization’s best interests. The key is to establish a means of making the normally divergent desires of the organization and its employees become convergent, or congruent. Organizations often achieve congruence by setting up a system of incentives.

2-11.
Financial incentives include retaining one’s job and receiving good raises and bonuses. Bonus systems have a variety of problems. Some bonus systems reward all employees if spending is reduced. This is good unless workers can restrict volume, thus reducing the number of units of service provided in order to save money.  Such behavior would likely reduce revenues by a greater amount than it would save costs. Also, if everyone gets a bonus, then no one feels that individual actions have much impact, and each individual may feel that she or he does not have to work particularly hard to reap the benefits of the bonus. If bonuses are given only to some employees, it may create jealousy and discontent. It is also possible that it may create a competitive environment in a situation in which teamwork is needed to provide quality care.

There are incentive alternatives to bonuses; for example, a letter from supervisor to subordinate. In the real world, praise is both cheap and, in many cases, effective. On the other hand, criticism, especially in writing, can have a stinging effect that managers will work hard to avoid in the future.

2-12.
If targets are placed out of reach, people probably will not stretch to their utmost limits to come as close to the target as possible. When people work extremely hard and then fail, they often question why they bothered to work so hard. If hard work results in failure to achieve the target, then why not ease off? If you are going to fail anyway, must it be so painful?

2-13.
(1) The budget is first prepared. (2) After review by the body with adoption authority, it is adopted, either with or without changes. (3) Once approved, the budget is implemented. It is the responsibility of the management of the organization or the executive branch of the government to assure that the adopted budget is carried out. (4) Finally, the results must be evaluated. Accountability is an element of this evaluation. 

2-14.
In some organizations, support and revenues are only acknowledged if they have been received in cash. In those cases, expenses are recognized when they have been paid. For organizations that record their revenues and expenses in that way, the cash budget would be identical to the operating budget. They are said to use a cash basis of accounting. In contrast, if revenue is recorded in the year the service is provided, whether cash has been received yet or not, then the organization is said to be using an accrual basis of accounting.



Cash accounting is easier, but does it enable us to understand how well our organization is doing? With accrual accounting we accrue, or anticipate, the eventual receipt of money for services provided, as well as recording expenses for resources consumed, even if they have not yet been paid for. When accrual accounting is used, the operating budget gives us a good idea of how profitable we expect the organization to be. However, it does not give an accurate idea of how much cash we will have. 

2-15.
Modified cash is a system that treats most revenues and expenses on a cash basis. However, capital acquisitions are depreciated over time, rather than all being treated as an expense in the year cash is paid for them.
2-16.
The budget process can be quite complicated and time consuming. The process may take one to three months in small organizations and four to six months or even longer in larger ones. In order to assure that the budget is ready for adoption sufficiently early to be implemented at the start of the coming year, many organizations prepare a budget calendar or timeline. Government timelines are often set by law or regulation.

Problems
The exhibits below are embedded Excel objects. Double-clicking on them will open an Excel spreadsheet.
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Budget

Operating 

Budget

45,000 $      60,000 $     

52,000 $      58,000 $     

(7,000) $      2,000 $      

Cash 

Budget

15,000 $     

6,000 $      

9,000 $      

(7,000) $     

2,000 $      

Plus First-Year Cash Balance

Cash at End of Year Two

Disbursements

Collections/Revenues

Disbursements/Expenses

Net Cash Flow/ Profit or Loss



First Year

Second Year

Collections

Net Cash Flow


i. The first year cash profit is $(7,000).

ii. The accrual basis profit is $2,000.

iii. If Finn Fixes were to stop operations at the end of the first year, it's second-year cash profit would be $9,000

iv. Finn' second-year ending cash balance would be $2,000 -  exactly the same amount as the 1st-year's accrual budgetpredicted. 

v. Accrual better reflects the long-term stability of the organization.

2-18.  
4
3
2-19
1. Earns

Uses

      2.  depreciation 

      3.  cash or cash flows; or the full project life
2-20.   




Monroe Outpatient Surgery Center





Operating Budget

     

   

     June 2014

[image: image2.emf]200,000 $      

120,000 $      

24,000           

10,500           

8,200            

1,200            

4,000            

167,900 $      

32,100 $         Profit/(Loss)



Total Expenses



   Occupancy Given

   Communications Given

   Depreciation $240,000 / 60 months

   Professional Fees 80 procedures x $1,500/procedure

   Surgical Supplies 80 procedures x $300/procedure

   Salaries Given

Revenues 80 procedures x $2,500/procedure



Expenses


2-21.  (Capital Assets and Depreciation Expense)

[image: image3.emf]Depreciable Base Useful Annual 

Cost Salvage (Cost - Salvage) Life Depreciation

Building:

40,000,000 $    - $               40,000,000 $           40           1,000,000 $       

Equipment:

6,000,000         1,200,000    4,800,000                10           480,000            

Total 1,480,000 $       


2-22.  


[image: image4.emf]March March

240,000 $   26,000 $     

160,000 $        February Billings 150,000 $   

48,000      March Billings 60,000        

12,000 210,000 $   

6,000 236,000 $   

Total Expenses 226,000 $  

14,000 $     170,000 $   

45,000        

250,000 $   

465,000 $   

250,000 $   (229,000) $  

250,000 $   250,000

     Supply Payments

Building Acquisition

Mortgage



Capital Budget



Borrowing/(Repayment)



Cash Budget

Beginning Balance



Cash Receipts

     Building Acquisition

Total Disbursements



Cash Surplus/(Shortfall)



Profit/(Loss)

     Payroll 

     Supplies

     Depreciation

     Interest

Total Collections

Total Cash Available

Disbursements

     Payroll Payment

Operating Budget

Total Revenue

Expenses


2-23. (Cash and Operating Budgets)

[image: image5.emf]Revenues

Income Tax  $   750,000  (earned equally throughout year)

Loan 35,000 (revenue under modified accrual)

Total Revenue  $   785,000 

Expenditures

Salaries  $   720,000 

Interest         437.50   ($35,000 x 5% - $2,800 /4 = $437.50 per quarter

Supplies 390,000 (expenditure when legal obligation to pay; i.e.,when

supplies received)

Total Expend.  $1,110,438 

Surplus/(Deficit)  $  (325,438)

Middleboro Township 

Operating Budget

Fourth Quarter



[image: image6.emf]Beginning Cash $300,000  Given

Tax Receipts 600,000 Cash rather than accrual basis

Loan Receipt 35,000

Cash Available $935,000 

Salaries -720,000

Supplies -300,000 From first quarter due to payment lag

Ending Cash ($85,000)

Middleboro Township 

Cash Budget

Fourth Quarter



Note that operating budget and cash budget results are not the same, because of timing differences of when things are recorded under an accrual approach.

2-24.   (Special Purpose Budget)


[image: image7.emf]Revenue  

Supermarket Subsidy $1,000 

Total Revenue $1,000 

Less Expenses

Equipment rental $500 

Nurses $50 10 hours 7 days 3,500

Test Costs   700 $1 700

Total Expenses $4,700 

Surplus/loss ($3,700)

Budget


No, it is not necessarily financially bad.  This program may discover patients with hypertension or other medical problems who will become patients of the hospital, generating additional revenues.  Also it provides the hospital with a way to advertise their services, generating future patient volume and revenue.

2-25.  (Cash Budget)

[image: image8.emf]January February March

Beginning Balance $500,000  $1,300,000  $1,200,000 

Cash Receipts

Property tax 4,500,000 3,600,000 2,250,000

Sales Tax 0                 0 230,000

Total Cash Available $5,000,000  $4,900,000  $3,680,000 

Less Cash Disbursements 3,700,000 3,700,000 3,700,000

Net Cash Available $1,300,000  $1,200,000  ($20,000)

Borrow/(repay) 0 0 120,000

Ending Cash Balance $1,300,000  $1,200,000  $100,000 


2-26


[image: image9.emf]Assessed Valuation 300,000,000

Exempt Properties 5,000,000

Tax Delinquency rate 10%

General Fund Need 3,500,000

Amount drawn from Rainy-Day Fund 500,000

300,000,000

Less: Exempt  Property 5,000,000

Property Subject to Taxation 295,000,000  # 1

Amount Needed 3,500,000

Less: Amount drawn from Rainy-Day Fund 500,000

Adjusted Taxes to be Billed 3,000,000

Plus: Uncollectible taxes 333,333

Total value of tax bills to be sent 3,333,333 # 2

Tax Rate (# 2 / # 1) 0.011299 # 3

Mill rate ( # 3 * 1000) $11.299

. 
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1. a) increase


2. b) decrease


3. b) decrease

2-28.  Capital Budget


[image: image10.emf]Item to be Total

Acquired Quantity Cost Cost

Garbage Trucks 2 10 $150,000  $300,000 

Bulldozer 1 8 240,000 240,000

Riding Mowers 3 5 16,000 48,000

Activity Center 1 40 650,000 650,000

Total $1,238,000 

Estimated 

Useful 

Lifetime


2-29.
(Operating Budget) The zoo expects the following number of visitors per month:


[image: image11.emf]Monthly 

Number of 

                

Price per 

            

Admission 

              

Total 

Visitor Type Admission 

Tickets

Admission ($) Revenues Admitted

Adult 800 8 $6,400  800

Child 950 5 4,750 950

School child 1,000 3 3,000 1,000

Families 300 20 6,000 1,200

Total $20,150  3,950



[image: image12.emf]Revenues

County Grant $7,000 

Admissions 20,150 

Total Revenues $27,150 

Expenses

Administration $12,000 

Staff 10,000

Train Costs 1,317

Maintenance 3,950

Total Expenses $27,267 

Profit/(Loss) ($117)

Budget


2-30.  (Cash Budget)

[image: image13.emf]Total

Quarter 1 Quarter 2 Quarter 3 Quarter 4

Admissions by Quarter 30% 25% 15% 30%

Admission Revenue

$180,000

$54,000 $45,000 $27,000 $54,000



[image: image14.emf]Cash Budget Quarter 1 Quarter 2

Beginning Cash $5,000  $5,000 

Cash Receipts

Admissions 54,000 45,000

County Grant               0               0

Total Cash Available $59,000  $50,000 

Cash Disbursements

      Administration and Staff $55,000  $55,000 

Train Costs 5,400 6,000

Maintenance 10,800 9,000

Total Cash Disbursements $71,200  $70,000 

Subtotal ($12,200) ($20,000)

Borrow (Repay) 17,200  25,000 

Ending Balance $5,000  $5,000 

Note Payable $17,200  $42,200 


2-31.
March cash receipts

60% of $13,000


$  7,800

40% of $12,500


    5,000
Total cash receipts


$12,800
2-32.  

[image: image15.emf]Q1 Q2 Q3 Q4

25,000 $       35,000 $      35,000 $       50,000 $      

250,000        375,000       350,000        250,000       

240,000        300,000       320,000        360,000       

515,000 $      710,000 $     705,000 $     660,000 $    

Same Qtr.

One Qtr. 

Later

Two Qtrs. 

Later

Three Qtrs. 

Later

100%

100%

25% 25% 50%



Sources of Revenue

     Contributions

Collections by Quarter and Source

     Contributions

     Federal Grants

     City Contracts

     Federal Grants

     City Contracts

Total Revenue



[image: image16.emf]4th Quarter

50,000 $      

350,000 $     

80,000 $      

75,000         

120,000       

275,000 $     

675,000 $     

          3rd Qtr

Total Collections

Collections 

          2nd Qtr.

          1st Qtr.

     Total City Contracts



     Contributions

     Federal Grants

     City Contracts


2-33.
A & B

[image: image17.emf]$10

$200

$50

$60

$2,400

$1.50

Unit Revenues

Monthly parent tuition

Outside teachers per hour

Software per year

Supplies per student per session

Monthly County tuition



Unit Costs

Inside teachers per hour



[image: image18.emf]Month 1 Month 2 Month 3

25 41 52

5 5 5

5 8.2 10.4

5 9 11

5 5 5

0 4 6

8 8 8

2 2 2

80 80 80

0 64 96      Outside

Number of inside teachers

Number of outside teachers

Tutoring sessions per month

Hours per session

Teacher Hours

     Inside



Students

Student to teacher ratio

Number of teachers

Whole number of teachers



[image: image19.emf]Month 1 Month 2 Month 3 Full Qtr.

250 $             410 $               520 $          1,180 $         

5,000             8,200               10,400        23,600          

5,250 $           8,610 $             10,920 $     24,780 $        

4,000 $           4,000 $             4,000 $       12,000 $        

-                    3,840               5,760          9,600            

300                492                  624            1,416            

200                200                  200            600               

4,500 $           8,532 $             10,584 $     23,616 $        

750 $             78 $                 336 $          1,164 $         

Total Expenses



Surplus/(Deficit)

     Inside teachers

     Outside teachers

     Supplies

     Software

     Tuition - County

Total Revenue



Expenses

Revenue

     Tuition - Parents


C – Monthly detail shown to illustrate the solution

[image: image20.emf]Month 1 Month 2 Month 3 Full Qtr.

- $                  (6,450) $            (9,372) $      - $                

250 $             410 $               520 $          1,180 $         

5,000 $             8,200 $       13,200 $        

250 $             5,410 $             8,720 $       14,380 $        

250 $             (1,040) $            (652) $         14,380 $        

4,000 $           7,840 $             9,760 $       21,600 $        

2,400 $           2,400 $         

300 $             492 $               624 $          1,416 $         

6,700 $           8,332 $             10,384 $     25,416 $        

(6,450) $          (9,372) $            (11,036) $    (11,036) $       

Cash Budget

     County Contract

Total Receipts



Available Cash

Beginning Balance

Receipts

     Parent Tuition

     Supplies

Total Disbursements



Cash Surplus/(Shortfall)



Disbursements

     Salaries

     Software


2-34.  Marquoya College

[image: image21.emf]Part I

Tuition Revenue $15,640,000

Less: Scholarships 1,360,000

Net Tuition Revenue $14,280,000

Fee Revenue $1,288,000

Part II

Faculty salaries:

Full time $9,000,000

5% Increase 450,000

Merit Increase  280,000

Adjunct Faculty 270,000

Total Faculty Salaries  $10,000,000

Payroll Taxes $1,000,000

(4300 + 300) * ($3,300 + 100)

Less 400 Scholarships

 

4,600 * $280

 

 



250 * $36,000



Given

20 * 18 * $750



10% * Total Faculty Salaries



[image: image22.emf]Part III

Budgeted Receipts

Tuition $14,280,000

Fees 1,288,000

Endowment 514,000

Auxiliary Services 538,000

Athletics 1,580,000

Total Budgeted Receipts $18,200,000



[image: image23.emf]Budgeted Expenditures

Faculty Salaries $10,000,000

Operation and Maintenance of Plant 1,260,000

Mortgage payments 264,000

Administration & General 1,440,000

Library 1,800,000

Health & Recreation 750,000

Athletics 320,000

Insurance & Retirement Benefits 548,000

Capital Improvements 1,300,000

Payroll Taxes  1,276,000

Federal Income Taxes 36,000

Bank Loan 206,000

Total Budgeted Expenditures  $19,200,000

Projected Deficit Prior to Fund Raising ($1,000,000)



$1,000,000 + 10,000 + 50,000

Given

Given

Given

Given

Given

Given

Given

Total Salaries * 10%

Given

$200,000 + $6,000



[image: image24.emf]Part IV SEPTEMBER OCTOBER NOVEMBER

 

  Beginning Cash Balance  $3,700

$2,004,600

$3,000

   Add: Cash Receipts       

   Tuition        2,856,000 0 2,142,000

   Fees        644,000 0 0

   Endowment        128,500 0 0

   Auxiliary Service        53,800 53,800 53,800

   Athletics 158,000 0 790,000

   Alumni Support       15,000 15,000 90,000

 TOTAL CASH AVAILABLE  $3,859,000 $2,073,400 $3,078,800

 

 Less: Cash Disbursements       

      Faculty Salaries        $1,000,000 $1,000,000 $1,000,000

      Oper. & Maint. of Plant        100,800 100,800 126,000

      Mortgage Payments        22,000 22,000 22,000

      Admin. & General   120,000 120,000 120,000

      Library       150,000 150,000 150,000

      Health & Recreation        62,500 62,500 62,500

      Athletics        32,000 16,000 32,000

      Insurance & Retirement Ben.    54,800 54,800 54,800

      Capital Improvements        0 1,040,000 0

      Payroll Taxes        106,300 106,300 106,300

      Federal Income Taxes    0 0 9,000

TOTAL DISBURSEMENTS        $1,648,400 $2,672,400 $1,682,600

PRE-FINANCING CASH BALANCE  $2,210,600 ($599,000) $1,396,200

Financing Activity:       

     Borrow (REPAY)           (206,000) 602,000 (608,000)

     Disinvest (INVEST)        _________ _________ _________

ENDING CASH BALANCE $2,004,600 $3,000 $788,200

Note: instructions said to round to nearest $100


The Marquoya College problem and solution were written by Ken Milani and Jim Gaertner.  Used with permission.
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Case Study: 

Denison Specialty Hospital

SOLUTION 

Part I

Section A

1.
Calculation of patient revenue

	
	
	Payer
	Program
	Volume by
	Net
	Net

	
	
	Mix
	Volume
	Payer
	Price
	Revenue

	
	
	(A)
	(B)
	(C = A  B)
	(D)
	(E = C  D)

	
	Oncology
	
	
	
	
	

	
	
Private Insurance
	30%
	120
	36
	$50,000
	$1,800,000

	
	
Medicaid/Medicare
	50%
	120
	60
	40,000
	2,400,000

	
	
Self-Pay
	10%
	120
	12
	50,000
	600,000

	
	
Charity
	10%
	120
	12
	0
	0

	
	Cardiac
	
	
	
	
	

	
	
Private Insurance
	20%
	  80
	16
	40,000
	640,000

	
	
Medicaid/Medicare
	60%
	  80
	48
	30,000
	1,440,000

	
	
Self-Pay
	10%
	  80
	  8
	40,000
	320,000

	
	
Charity
	10%
	  80
	  8
	0
	0

	
	Rhinoplasty
	
	
	
	
	

	
	
Private Insurance
	10%
	  40
	  4
	25,000
	100,000

	
	
Medicaid/Medicare
	20%
	  40
	  8
	10,000
	80,000

	
	
Self-Pay
	60%
	  40
	24
	25,000
	600,000

	
	
Charity
	10%
	  40
	  4
	0
	                0

	
	
	
	
	Total Patient Revenue
	$7,980,000

	
	
	
	
	
	
	


2.
Endowment revenue

	
	
	Investment
	Rate
	Income

	
	U.S. Bond
	$500,000
	6%
	$30,000

	
	AT&T Div
	250,000
	8%
	20,000

	
	Growth Stock
	   250,000
	0%
	            0

	
	
	$1,000,000
	
	$50,000

	
	
	
	
	


3.
Gift shop revenue: $120,000 for current year. Will remain the same next year. Assume that gift shop revenue varies with the number of patients in the hospital.

	
	Denison Specialty Hospital

Revenue Budget

for Next Year

	
	Net Patient Revenue
	$7,980,000

	
	Gift Shop Revenue
	120,000

	
	Endowment Income
	      50,000

	
	
Total Budgeted Revenue
	$8,150,000

	
	
	


Section B

1.
Calculation of expected bad debts

	
	
	
	
	Bad Debt
	

	
	
	
	Revenue
	Rate
	Bad Debt

	
	Oncology Self-Pay
	(from above)
	$600,000
	25%
	$150,000

	
	Cardiac Self-Pay
	(from above)
	320,000
	25%
	80,000

	
	Rhinoplasty Self-Pay
	(from above)
	600,000
	25%
	  150,000

	
	
Budgeted Bad Debts 
	
	
	
	$380,000

	
	
	
	
	
	


2.
Consider annual impact of capital budget

$500,000  $100,000 5-year life: Annual Expense 
	
	Denison Specialty Hospital

Expense Budget

for Next Year

	
	Salaries
	$6,900,000

	
	Supplies
	540,000

	
	Bad Debts
	380,000

	
	Rent
	300,000

	
	Depreciation Expense
	     100,000

	
	
Total Budgeted Expense
	$8,220,000

	
	
	


	3.
	Denison Specialty Hospital

Operating Budget

For Year Ending Last Day of Next Year

	
	Revenues
	
	

	
	
Net Patient Revenue
	$7,980,000
	

	
	
Gift Shop
	120,000
	

	
	
Endowment
	       50,000
	

	
	

Total Budgeted Revenue
	
	$8,150,000

	
	Expenses
	
	

	
	
Salaries
	$6,900,000
	

	
	
Supplies
	540,000
	

	
	
Bad Debts
	380,000
	

	
	
Rent
	300,000
	

	
	
Depreciation 
	     100,000
	

	
	

Total Budgeted Expense
	
	  8,220,000

	
	Budgeted Excess of Revenues over Expenses
	
	$  (70,000)

	
	
	
	


[image: image26.wmf]  Instructor’s Notes  [image: image27.wmf]
Denison Specialty Hospital


You may wish to distribute copies of the previous tables as you discuss the case and retain the notes below for your discussion preparation.


The numerical solution to the case appears above. Try to stress the importance and use of the information as much as possible. The hardest part of the process is gathering the data that was given in the case. Assembling that data into the actual budgets is the easier element. The solution is organized as follows:

Part I

Section A

1.
Calculation of patient revenue—the payer mix is provided in the case, as is the volume of patients for each program. The volume by payer is calculated by multiplying those two factors. 



The net price is the same as the charge for the private insurance. The net price is set by the government for Medicare and Medicaid in this example.



The net price is the same as the charge for the self-pay patient, even though we know there will be some bad debt. The full charge is the revenue, and bad debt will be subtracted later as an expense. This follows current accounting rules for hospitals.



The net price is 0 for charity care. This follows current accounting rules for hospitals.  Multiply volume by net price to get net revenue.

2.
Endowment income is based directly on information given in the case.

3.
Revenue budget simply sums the different elements. Gift shop revenue is given in the case. We might want to discuss whether they have overlooked other revenue. Is there generally contribution revenue? Do we think we can raise our prices? Do we want to raise our prices? Are we happy with our endowment income? If we expect a deficit, are we willing to take a greater risk? Are we confident that we will get our expected volume and prices?

Section B

1.
Calculation of Expected Bad Debts: The case says that 25% of self-pay is never collected. The revenue numbers come from Part I, Section A calculations above.

2.
Expense Budget: The total salaries, supplies, and rent are all given in the case. The result is a line-item expense budget. This does not tell us much about the relative cost of different programs or of running different departments.

3.
Combine the revenue and expense budgets into one table to yield the operating budget.

1
2-
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Sheet1

		PROBLEM 2-21

		SOLUTION

		(Capital Assets and Depreciation Expense)

								Depreciable Base		Useful		Annual

				Cost		Salvage		(Cost - Salvage)		Life		Depreciation

		Building:		$   40,000,000		$   -		$   40,000,000		40		$   1,000,000

		Equipment:		6,000,000		1,200,000		4,800,000		10		480,000

		Total										$   1,480,000
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Problem 2-17

		Problem 2-17

		SOLUTION

		First Year				Cash Budget		Operating Budget

		Collections/Revenues				$   45,000		$   60,000

		Disbursements/Expenses				$   52,000		$   58,000

		Net Cash Flow/ Profit or Loss				$   (7,000)		$   2,000

		Second Year				Cash Budget

		Collections				$   15,000

		Disbursements				$   6,000

		Net Cash Flow				$   9,000

		Plus First-Year Cash Balance				$   (7,000)

		Cash at End of Year Two				$   2,000

		Cash at the end of year 2 is the same as the accrual basis.

		Accrual basis better refelcts long-term stability of organization.
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		PROBLEM 2-26

		Assessed Valuation		300,000,000

		Exempt Properties		5,000,000

		Tax Delinquency rate		10%

		General Fund Need		3,500,000

		Amount drawn from Rainy-Day Fund		500,000

				300,000,000

		Less: Exempt  Property		5,000,000

		Property Subject to Taxation		295,000,000		# 1

		Amount Needed		3,500,000

		Less: Amount drawn from Rainy-Day Fund		500,000

		Adjusted Taxes to be Billed		3,000,000

		Plus: Uncollectible taxes		333,333

		Total value of tax bills to be sent		3,333,333		# 2

		Tax Rate (# 2 / # 1)		0.011299		# 3

		Mill rate ( # 3 * 1000)		$11.299
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Chapter 2

		Problem 2-17

		Cash Budget						Operating Budget

		Beginning Balance		$0				NO BEGINNING BALANCE

		Cash Inflows						Revenues

		Phone Sales		$15,000				Phone Sales		$20,000

		Cash Outflows						Expenses

		Phones Activation		$16,000				Phones activation		$18,000

		Ending Balance		-$1,000				Profit/(Loss)		$2,000

		PROBLEM 2-21

		Building Salvage as %		0%

		Equipment Salvage as %		20%

								Depreciable Base		Useful		Annual

				Cost		Salvage		(Cost - Salvage)		Life		Depreciation

		Building:		40,000,000		0		40,000,000		40		$1,000,000

		Equipment:		6,000,000		1,200,000		4,800,000		10		$480,000

		Total										$1,480,000

		Problem 2-22

		Billings

		January		February		March		April

		220,000		200,000		240,000		230,000

		Collections as % of Billings

		Month of Service		Month After Service

		25%		75%

		Operating Budget				March				Cash Budget				March

		Total Revenue				$   240,000				Beginning Balance				$   26,000

		Expenses								Cash Receipts

		Payroll				160,000				February Billings				150,000

		Supplies				48,000				March Billings				60,000

		Depreciation				12,000				Total Collections				210,000

		Interest				6,000				Total Cash Available				236,000

		Total Expenses				$   226,000

										Disbursements

		Profit/(Loss)				$   14,000				Payroll Payment				170,000

										Supply Payments				45,000

										Building Acquisition				250,000

										Total Disbursements				465,000

		Capital Budget

		Building Acquisition				$   250,000				Cash Surplus/(Shortfall)				-229,000

		Mortgage				$   250,000				Borrowing/(Repayment)				250,000

										Ending Cash Balance				$   21,000

		PROBLEM 2-26

		Assessed Valuation				300,000,000

		Exempt Properties				5,000,000

		Tax Delinquency rate				10%

		General Fund Need				3,500,000

		Amount drawn from Rainy-Day Fund				500,000

						300,000,000

		Less: Exempt  Property				5,000,000

		Property Subject to Taxation				295,000,000		# 1

		Amount Needed				3,500,000

		Less: Amount drawn from Rainy-Day Fund				500,000

		Adjusted Taxes to be Billed				3,000,000

		Plus: Uncollectible taxes				333,333

		Total value of tax bills to be sent				3,333,333		# 2

		Tax Rate (# 2 / # 1)				0.011299		# 3

		Mill rate ( # 3 * 1000)				$11.299

		Problem 2-32

						Q1		Q2		Q3		Q4

		Sources of Revenue

		Contributions				$   25,000		$   35,000		$   35,000		$   50,000

		Federal Grants				$   250,000		$   375,000		$   350,000		$   250,000

		City Contracts				$   240,000		$   300,000		$   320,000		$   360,000

		Total Revenue				$   515,000		$   710,000		$   705,000		$   660,000

		Collections by Quarter and Source				Same Qtr.		One Qtr. Later		Two Qtrs. Later		Three Qtrs. Later

		Contributions				100%

		Federal Grants						100%

		City Contracts						25%		25%		50%

		Collections				4th Quarter

		Contributions				50,000

		Federal Grants				350,000

		City Contracts

		3rd Qtr				80,000

		2nd Qtr.				75,000

		1st Qtr.				120,000

		Total City Contracts				275,000

		Total Collections				$675,000

		Problem 2-33

						Month 1		Month 2		Month 3

		Students				25		41		52

		Student to teacher ratio				5		5		5

		Number of teachers				5		8.2		10.4

		Whole number of teachers				5		9		11

		Number of inside teachers				5		5		5

		Number of outside teachers				0		4		6

		Tutoring sessions per month				8		8		8

		Hours per session				2		2		2

		Teacher Hours

		Inside				80		80		80

		Outside				0		64		96

		Unit Revenues

		Monthly parent tuition				$10

		Monthly County tuition				$200

		Unit Costs

		Inside teachers per hour				$50

		Outside teachers per hour				$60

		Software per year				$2,400

		Supplies per student per session				$1.50

		Operating Budget

		Revenue				Month 1		Month 2		Month 3		Full Qtr.

		Tuition - Parents				$   250		$   410		$   520		$   1,180

		Tuition - County				5,000		8,200		10,400		23,600

		Total Revenue				$   5,250		$   8,610		$   10,920		$   24,780

		Expenses

		Inside teachers				$   4,000		$   4,000		$   4,000		$   12,000

		Outside teachers				-		3,840		5,760		9,600

		Supplies				300		492		624		1,416

		Software				200		200		200		600

		Total Expenses				$   4,500		$   8,532		$   10,584		$   23,616

		Surplus/(Deficit)				$   750		$   78		$   336		$   1,164

		Cash Budget

				Month 1		Month 2		Month 3		Full Qtr.

		Beginning Balance		$0		($6,450)		($9,372)		$0

		Receipts

		Parent Tuition		250		410		520		$1,180

		County Contract				5,000		8,200		$13,200

		Total Receipts		250		5,410		8,720		$14,380

		Available Cash		250		(1,040)		(652)		$14,380

		Disbursements

		Salaries		4,000		7,840		9,760		$21,600

		Software		2,400						$2,400

		Supplies		300		492		624		$1,416

		Total Disbursements		6,700		8,332		10,384		$25,416

		Cash Surplus/(Shortfall)		($6,450)		($9,372)		($11,036)		($11,036)





Chapter 3

		Problem 3-21

		Inputs

		Number of rescues & placements		600

		Average length of stay (days)		10

		Daily feeding cost		$0.90

		Number of vet visits		1.2

		Cost per vet visit		$35

		Spay/neuter cost per dog		$45

		Kennel & related Equipment		$300,000

		Useful life of equipment (years)		20

		Adoption fee		$225

		Fringe benefits (% of salaries)		25%

		Extra Contributions (% of adoptions)		15%

		Average additional donation		$200

		Average annual fundraising		$40,000

		Flexible percentage		10%

		DNH OPERATING BUDGET

				Base Volume		Flexible + 10% Volume

		Revenue

		Adoption Fee		$135,000		$148,500				# dogs * fee

		Additional Contributions		18,000		19,800				# dogs * % placed * % extra donation

		Fund Raising		40,000		40,000				Fixed

		Total Revenue		$193,000		$208,300

		Expenses

		Salaries		$95,000		$95,000				Sum of salaries - all fixed

		Benefits		23,750		23,750				Benefit % * salaries

		Base Vet expenses		25,200		27,720				# dogs * visits * fee

		Spay/Neuter & Transport		27,000		29,700				# dogs * spay fee & transport cost

		Food		5,400		5,940				# dogs * days * cost of food per day

		Depreciation		15,000		15,000				Cost of kennel & equipment/life - fixed

		Total Expenses		$191,350		$197,110

		Profit/(Loss)		$1,650		$11,190

		Problem 3-22

		BIG C  BAND BUDGET

		Inputs

		Student tuition (per semester)		$500

		Semesters per year		2

		Student enrollment per semester		30

		Community members fees		$25

		Community members in band		30

		Concerts per year		4

		Average concert attendance		200

		Concert ticket price		$3

		Ticket & program costs (per attendee)		$0.75

		Concert Cleaning (per concert)		$100

		Student Ushers (per concert)		$50

		Concert Promotion (per concert)		$200

		Concer Insurance (per concert)		$75

		Graduate Assistant (per year)		$15,000

		Instrument Purchases		$14,000

		Useful life		5

				Number		Unit Cost

		Brass rental (per semester)		10		$90

		Woodwind rental (per semester)		15		$50

		Rehersal Space (per semester)		15		$250

		Music (per year)		30		$150

		Revenue

		Tuition		$30,000		30 students * $500 * 2 semesters

		Community Musicians		1,500		30 community musicians * $25 * 2 semseters

		Concert Revenues		2,400		4 concerts * 200 people * $3.00

		Total Revenue		$33,900

		Expenses

		Salaries		$15,000		1 Graduate Assistant * $15,000

		Instrument Rental		3,300		10 instruments * $90 * 2 semesters

		Instrument Depreciation		2,800		(Tuba $4000 + Bari $2,500 + Percussion $7,500)/5 years

		Music		4,500		30 arrangements * $150 each

		Rehearsal Space Rental		7,500		15 nights per semester $250 per night * 2 semesters

		Variable Concert Costs		600		$.75 per person * 200 people * 4 concerts

		Fixed Concert Costs		1,700		($100 cleaning + $50 student labor + $200 promotion

						+ $75 insurance) * 4 concerts

		Total Expenses		$35,400

		Surplus/(Deficit)		($1,500)
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		Problem 4-12

		Fixed Costs

		Depreciation		100,000

		Doctor

		Nurse

		Cooks

		Camp Director

		Step Fixed

		Counselors		1 to 10 campers

		Variable

		Food		$75 per week

		Transportation		$30 per trip

		Problem 4-15

						Line #

		Fixed Cost per week		$5,000		1

		Tuition per day		$15		2

		Supplies & Snacks per child-day		$5		3

		Days of Operation per week		5		4

		BEQ = (1/((2-3)*4)) = 5000/50		100

		Problem 4-31

		Total Cost		120,000

		Allocated Costs (not avoidable)		25,000

		Relevant Costs		95,000

		Problem 4-35

						Line #

		Fixed Costs		$10,000		1

		Variable Costs		$75		2

		Facility Capacity		500		3

		Part 1

		Variable revenue		$275		4

		BEQ = (1/(4-2) = (10000/(275-75))		50

		Part 2

		New variable revenue		$300		5

		Contribution Margin = 300 - 75		$225

		Part 3

		Profit		$100,000

		Price = (100000+10000+75*500)/500		$295

		Problem 4-43

		Fixed Costs

		Band		$750

		Museum		$600

		Caterer		$400

		Total Fixed Costs		$1,750

		Variable Costs

		Caterer		$20

		Quantity

		Attendees		250

		BE Price = (FC + VC*Q)/Q		$27

				%		VR		VC		CM		Weighted CM

		Students		75%		$25		$20		$5		$3.75

		Alumni		25%		$75		$20		$55		$13.75

		Total Contribution Margin										$17.50

		BEQ = (FC / WCM) = 1,750/17.50										100

		Mead Meals on Wheels

		Part 1

		Inputs

		Millbridge variable revenue		$32		P

		Meals per person		14

		Daily Kitchen Capacity - meals		9,600

		Daily/Weekly Kitchen capacity - people		4,800		Q

		Weekly Fixed Costs		$36,000		FC

		Break Even Variable Cost

		BE VC = (P*Q - FC) / Q                            = (32*4800-36,000)/4800		$24.50

		Millbridge variable revenue		$32.00

		Break Even Weekly Food Cost		$24.50

		Contract Bid versus Break Even		($0.50)

		Weekly food cost per person for budget		$24.00

		People Served		4800

		Weeks per Quarter		13

				Quarter One		Quarter Two		Quarter Three		Quarter Four

		Weekly Fixed Costs by Quarter		$38,000		$34,000		$35,000		$37,000

		Revised Budget

				Quarter One		Quarter Two		Quarter Three		Quarter Four		Annual Total

		Revenue		$1,996,800		$1,996,800		$1,996,800		$1,996,800		$7,987,200

		Fixed Costs		494,000		442,000		455,000		481,000		1,872,000

		Variable Food Costs		1,497,600		1,497,600		1,497,600		1,497,600		5,990,400

		Total Cost		$1,991,600		$1,939,600		$1,952,600		$1,978,600		$7,862,400

		Profit/(Loss)		$5,200		$57,200		$44,200		$18,200		$124,800
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		Problem 5-11

		PV		$8,000

		Interest Rate		3%		5%

		Number of Years		3

						Rate 1		Rate 2

		Beginning Balance				$8,000		$8,000

		Simple interest for 1 year				$240		$400

		Number of Years				3		3

		Total Interest				$720		$1,200

		Ending Balance				$8,720		$9,200

		Problem 5-19

		Input

		Price of Van (FV)		$50,000

		Number of Years		3

		Part a		Annually

		Annual Rate		6%

		Periods per Year		4

		Quarterly Rate (%I)		1.50%

		Periods for Model (N)		12

		Amount to Invest (PV)		($41,819.37)

		Part b

		Annual Rate		12%

		Quarterly Rate (%I)		3.00%

		Amount Invested Today (PV)		$35,000

		Periods for Model (N)		12

		Available Amount (FV)		$49,901.63

		Surpluss/(Shortfall)		($98.37)

		Part c

		Amount Invested Today (PV)		$37,000

		Price of Van (FV)		$50,000

		Periods for Model (N)		12

		Required Quarterly Rate (%I)		2.54%

		Part d

		Price of Van (FV)		$50,000

		Periods for Model (N)		36

		Annual Rate		8%

		Monthly Rate (%I)		0.67%

		Amount to be Invested (PV)		($39,362.73)

		Part e

		Price of Van (FV)		$50,000

		Annual Rate		8%

		Quarterly Rate (%I)		2.00%

		Periods for Model (N)		12

		Periodic Investment (PMT)		($3,727.98)

		Part f

		Amount Invested Today (PV)		$100,000

		Annual Rate		7%

		Monthly Rate (%I)		0.58%

		Desired Ending Balance (FV)		$1,000,000

		Time to Retirement (N)		395.879

		Time to retirement in Years		32.990

		Problem 5-20

		Number of Years		3

		Number of Months (N)		36

		Monthly Payment (PMT)		430

		Annual Interest Rate		9%

		Monthly Interest Rate (%I)		0.75%

		Cost of Snowplow (PV)		$13,522.13

		Problem 5-21

				High		Tight

		Initial Investment (PV)		$40,000		$85,000

		Monthly Monitoring (PMT)		$3,000		$1,200

		Useful Life in Years		3		3

		Useful Life in Months (N)		36		36

		Annual Discount Rate		12%		12%

		Monthly Discount Rate (%I)		1.00%		1.00%

		Initial Cost (PV)		$40,000.00		$85,000.00

		PV Cost of Monitoring (PV)		$90,322.52		$36,129.01

		Net Present Cost		$130,322.52		$121,129.01

		Problem 5-22

				French		Japanese

		Initial Investment (PV)		($275,000)		($195,000)

		Annual Operating Costs (PMT)		($10,000)		($15,000)

		Useful Life (N)		10		6

		Discount Rate (%I)		10%		10%

		Initial Cost (PV)		($275,000)		($195,000)

		PV Cost of Operating (PV)		($61,446)		($65,329)

		Net Present Cost		($336,446)		($260,329)

		Useful Life		10		6

		Annualized Cost (PMT)		$54,754.98		$59,773.44

		Problem 5-26

				Discount Rate				8%

				Year		Receipts		Disbursements		Net		PV

				0				1200000		-1200000		($1,200,000)

				1		1000000		500000		500000		$462,963

				2		925000		475000		450000		$385,802

				3		800000		450000		350000		$277,841

				4		750000		430000		320000		$235,210

				Net Present Value								$161,816

		Problem 5-27

		Amount of Pension (PMT)		$25,000

		Number of Years (N)		10

		Annual Return (%I)		6%

		Amount to be Invested (PV)		($184,002.18)

		Problem 5-28

		Working Life Calculations

		Amount of Gift (PV)				$20,000

		Annual IRA Contribution (PMT)				$2,000

		Expected return (%I)				10%

		Years to Retirement (N)				34

		Amount Available at Retirement (FV)				$1,001,906.79

		Retirement Calculations

		Amount Available at Retirement				$1,001,906.79

		Years to be Funded				30

		Months to be Funded (N)				360

		Expected Annual Return After Retirement				8.00%

		Expected Monthly Return After Retirement (%I)				0.67%

		Monthly Retirement Income (PMT)				$7,351.64

		Problem 5-29

				Year		Lease		Buy

				0		($2,500)		($31,000)

				1		($7,700)		($2,250)

				2		($7,700)		($2,250)

				3		($7,700)		($2,250)

				4		($7,700)		($2,250)

				5				($2,250)

				6				$7,750

		Discount Rate				8%		8%

		Useful Life				4		6

		Length of Annuity				4		5

		PV of Initial Investment				($2,500)		($31,000)

		PV of Lease/Ownership Annuity				($25,503)		($8,984)

		PV of Last year of Ownership						$4,883.81

		Net Present Cost				($28,003)		($35,100)

		Annualized Cost (PMT)				$8,454.80		$7,592.62

				Year		Lease		PV		Buy		PV

				0		($2,500)		($2,500.0)		($31,000)		($31,000.0)

				1		($7,700)		($7,129.6)		($2,250)		($2,083.3)

				2		($7,700)		($6,601.5)		($2,250)		($1,929.0)

				3		($7,700)		($6,112.5)		($2,250)		($1,786.1)

				4		($7,700)		($5,659.7)		($2,250)		($1,653.8)

				5						($2,250)		($1,531.3)

				6						$7,750		$4,883.8

				Net Present Cost				($28,003.4)				($35,099.8)

				Discount Rate				8%				8%

				Useful Life				4				6

				Annualized Cost				$8,454.80				$7,592.62

		Problem 5-30

				Reimbursement per run				$50

				Runs per year				200

				Annual Maintenance				$1,000

				Cost of Ambulence				$60,000

				Discount Rate				6%

				Period		Inflows		Outflows		Net		PV

				0				($60,000)		($60,000)		($60,000)

				1		$10,000		(1,000)		9,000		$8,491

				2		$10,000		(1,000)		9,000		$8,010

				3		$10,000		(1,000)		9,000		$7,557

				4		$10,000		(1,000)		9,000		$7,129

				5		$10,000		(1,000)		9,000		$6,725

				Net Present Value								($22,089)

				PV of Acquisition Outflow						($60,000)

				Net Inflow Annuity						9,000

				Discount Rate						6%

				Length of Annuity						5

				PV of Annuity						$37,911

				Net Present Value						($22,089)
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		Problem 6-8

		Par Value (FV)				$5,000,000

		Interest Payments per year				2

		Term in Years				30

		Number of Coupons (N)				60

		Coupon Rate				6.00%

		Semi-Annual Rate				3.00%

		Part 1

		Semi-Annual Interest (PMT)				$150,000

		Part 2-a

		Market rate				6.00%

		Semi Annual Market Rate		(%I)		3.00%

		Bond Value (PV)				$5,000,000

		Part 2-b

		Market rate				5.80%

		Semi Annual Market Rate (%I)				2.90%

		Bond Value (PV)				$5,141,393

		Problem 6-9

		Par Value (FV)				$100,000,000

		Interest Payments per year				2

		Remaining Years				20

		Number of Remaining Coupons (N)				40

		Coupon Rate				6.00%

		Semi-Annual Rate				3.00%

		Semi-Annual Interest (PMT)				$3,000,000

		Market rate				4.60%

		Semi Annual Market Rate (%I)				2.30%

		Bond Value (PV)				($118,178,893)

		Problem 6-10

		Amount Borrowed (PV)				$5,650

		Annual Interest Rate (%I)				12%

		Number of Payments (N)				12

		Mortgage Payment (PMT)				($912.12)

		Problem 6-11

		Annual Lease Payment (PMT)				$1,000

		Number of Payments (N)				8

		Annual Interest Rate (%I)				9%

		Payment Type = 0 "end of period"				0

		PV of lease obligations				$5,534.82

		Payment Type = 1 "beginning of period)				1

		PV of lease obligations				$6,032.95

		Cost to Bank				$498.13

		Problem 6-15

		Proceeds to HOS (PV)				$2,264.45

		Annual Interest Rate				4.00%

		Compounding Periods per Year				2

		Interest Rate per Componding Period (%I)				2.00%

		Number of Years				20

		Number of Compounding Periods (N)				40

		Value of Bond at Maturity (FV)				$5,000.00

		Mead Meals on Wheels

		New Capacity (in meals)				10,400

		Old Capacity (in meals)				9,600

		Marginal Increase in Capacity (in meals)				800

		Marginal Capacity in People per Week				400

		Break Even Food Costs				$24.50

		Amount of New Bid below Break Even				$1.25

		"New" Food Costs per Marginal person				$23.25

		Revenue per "Marginal" Person				$32.00

		Cost of New Equipment				$625,000

		Cost of Capital				12%

		Useful Life of Equipment				5

						Per Person		Per Week		Per Qtr		Per Year

		Marginal People Fed						400		400		400

		Number of Weeks in Period						1		13		52

		Cash Flow from Contract				$32.00		$12,800		$166,400		$665,600

		Cost of Food				$23.25		$9,300		$120,900		$483,600

		Marginal Contribution per person				$8.75		$3,500		$45,500		$182,000

						Per Week		Per Qtr		Per Year

		Capital Budgeting Analysis

		Cash Outflow  (In Period 0)				($625,000)		($625,000)		($625,000)

		Net cash Inflow (PMT)				$3,500		$45,500		$182,000

		Number of Periods (N)				260		20		5

		Compounding Periods per Year				52		4		1

		Cost of Capital (%I)				0.2308%		3.0000%		12.0000%

		Present Value of Net Inflows (PV)				$683,727		$676,925		$656,069

		Net Present Value				$58,727		$51,925		$31,069

		Part 3

		Cost of New Equipment				$625,000

		Residual Value of Equipment as %				10%

		Residual Value in $				$62,500

		Depreciable Base				$562,500

		Useful Life of Equipment in Years				5

		Useful Life of Equipment in Quarters				20

		Quarterly Depreciation				$28,125

		Interest Rate for Loan				12%

		Annual Interest for the 1st Year				$75,000

		Quarterly Interest for the 1st Year				$18,750

		Weekly Revenue Per Person				$32.00

		Weekly Food Cost per Person				$23.25

				Quarter One		Quarter Two		Quarter Three		Quarter Four

		Original Weekly Fixed Costs		$38,000		$34,000		$35,000		$37,000

		Incremental Weekly Fixed Costs		$2,000		$0		$0		$0

		Total Weekly Fixed Costs		$40,000		$34,000		$35,000		$37,000

		Total People Fed		5,200		5,200		5,200		5,200

		Weeks per Quarter		13		13		13		13

		Revised Operating Budget		Quarter One		Quarter Two		Quarter Three		Quarter Four		Full Year

		Revenue		$2,163,200		$2,163,200		$2,163,200		$2,163,200		$8,652,800

		Total Revenue		$2,163,200		$2,163,200		$2,163,200		$2,163,200		$8,652,800

		Expenses

		Food		$1,571,700		$1,571,700		$1,571,700		$1,571,700		$6,286,800

		Depreciation		$28,125		$28,125		$28,125		$28,125		$112,500

		Interest		$18,750		$18,750		$18,750		$18,750		$75,000

		Fixed Expenses		$520,000		$442,000		$455,000		$481,000		$1,898,000

		Total Expenses		$2,138,575		$2,060,575		$2,073,575		$2,099,575		$8,372,300

		Surplus/(Deficit)		$24,625		$102,625		$89,625		$63,625		$280,500





Chapter 7 

		Problem 7-30

		Discount as %				1%

		Discounted Price % ( 1 - Discount)				99%

		Ratio				0.0101		A

		Days in Year				365

		Days Sooner				20

		Ratio				18.25		B

		Implicit Rate = (A * B)				18.434%

		Problem 7-31

		AnnualPayroll		$80,000,000

		Original Payroll Periods		24

		Payroll per Period		$3,333,333

		Interest Earned		6%

		Each Month		Number of Deferral periods		Length of Deferral (in years)		Amount Deferred		Interest Savings

		Pay 1		1		0.0417		$3,333,333		$8,333

		Pay 2		0		0.0000		0		$0

		Monthly Savings								$8,333

		Months per Year								12

		Annual Savings								$100,000

		Problem 7-32

		Amount Borrowed		$28,000		A

		Annual Interest Rate		7%		B

		Months Outstanding		3

		Percentage of a Year		25%		C

		Interest = A * B * C		$490

		Principal		$28,000

		Total Repaid		$28,490
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		Problem 8-26

		Actual Total Hours		6,000

		Actuual Hours Per Dog		9.38

		Labor Cost		Actual		Budget		Variance

		Volume (Dogs)		640		500		U

		Quantity (Hours)		9.375		10		F

		Cost (Salary)		$16		$20		F

		Total		$96,000		$100,000		F

		Total Variance		($4,000)		F

		Flexible Variance		Actual Change in Cost		Change in Quantity		Change in Volume		Budget

		Volume (Dogs)		640		640		640		500

		Quantity (Hours)		9.375		9.375		10		10

		Cost (Salary)		$16		$20		$20		$20

		Total		$96,000		$120,000		$128,000		$100,000

		Total Variance		($4,000)		F

		Volume Variance		28,000		U

		Quantity Variance		(8,000)		F

		Cost Variance		(24,000)		F

		Total Variance		(4,000)		F

		Problem 8-27

		Labor Cost		Actual		Budget		Variance

		Volume (Trials)		150		125		U

		Quantity (Hours)		8		10		F

		Cost (Salary)		$25		$20		U

		Total		$30,000		$25,000		U

		Total Variance		$5,000		U

		Flexible Variance		Actual Change in Cost		Change in Quantity		Change in Volume		Budget

		Volume (Dogs)		150		150		150		125

		Quantity (Hours)		8		8		10		10

		Cost (Salary)		$25		$20		$20		$20

		Total		$30,000		$24,000		$30,000		$25,000

		Total Variance		$5,000		U

		Volume Variance		5,000		U

		Quantity Variance		(6,000)		F

		Cost Variance		6,000		U

		Total Variance		5,000		U

		Gore Mountain Case

		Question 1

		State Subsidy				$2,000,000

		Expected Skier Days				292,500

		Percent Taking Lessons				10%

		Price for a Lesson				$90

		Daily Food Purchases				$4

		Food Costs as % of Food Revenue				40%

		General Management				$1,800,000

		Benefits as % of Salaries				30%

		Daily Insurance Costs				$15,000

		Expected Days of Operation				130

		Energy Costs				$2,240,000

		Flexible Percentage				-5%

						Weekend		Midweek

		Skier Mix				45%		55%

		Average Ticket Price				$53.70		$46.50

						Number		Days		Hours		Wage

		Instructors & Patrol				275		100		7		$20

		Lift Attendants etc.				140		130		10		$18

		Kitchen Staff				50		130		8		$12

		Equipment & Fuel Costs				60		130		6		$65

		Revenue				Base		Minus 5%		F or V

		Lift Ticket Sales

		Weekend				$7,068,263		$6,714,849		V

		Midweek				$7,480,688		$7,106,653		V

		Lessons				$2,632,500		$2,500,875		V

		Food Sales				$1,170,000		$1,111,500		V

		State Subsidy				$2,000,000		$2,000,000		F

		Total Revenue				$20,351,450		$19,433,878

		Expenses

		Salaries

		Management				$1,800,000		$1,800,000		F

		Instructors & Patrol				$3,850,000		$3,657,500		V

		Lift Attendants etc.				$3,276,000		$3,276,000		F

		Kitchen Staff				$624,000		$624,000		F

		Total Salaries				$9,550,000		$9,357,500

		Benefits				$2,865,000		$2,807,250		Partial V

		Energy				$2,240,000		$2,240,000		F

		Fuel & Equipment				$3,042,000		$3,042,000		F

		Food Costs				$468,000		$444,600		V

		Insurance				$1,950,000		$1,852,500		V

		Total Expenses				$20,115,000		$19,743,850

		Profit/(Loss)				$236,450		($309,973)

		Question 2

						Number		Hours		Wage		Total Cost

		Manager				1		6		$30		$180

		Instructors/Child care				4		6		$20		$480

		Total Fixed Costs (FC)										$660

		Daily Fee				$109

		Food				$9

		Contribution Margin (CM)				$100

		Break Even = FC / CM				6.60

		Number of Children Needed				7

		Question 3

		Reduction in Energy Bill %				25%

		Reduction in Energy Bill $				$560,000

		Useful Life in years				15

		Cost of Equipment				$4,100,000

		One-time Maintenance Cost				$750,000

		Year of Maintenance Outlay				7

		Cost of Capital				8%

		PV of Acquisition Cost				($4,100,000)

		PV of Maintenance Outlay				($437,618)

		PV of Savings Annuity				$4,793,308

		NPV				$255,690

		Question 4

		Cost of Capital				8%

						Big-Mouth		Whisper

		Acquisition Cost				$850,000		$600,000

		Operating Annuity				$35,000		$50,000

		Useful Lives				15		10

		PV Of Annuity				$299,582		$335,504

		Net Present Cost				$1,149,582		$935,504

		Annualized Cost				$134,305		$139,418

		Question 5

						Actual - Change in Price		Change in Quantity		Change in Volume		Budget

		Volume (Days Open)				115		115		115		125

		Quantity (Skiers per Day)				2,400		2,400		2,250		2,250

		Price (Price per Skier/Day)				$49.50		$49.75		$49.75		$49.75

		Total Revenue				$13,662,000		$13,731,000		$12,872,813		$13,992,188

		Total Variance				($330,188)		U

		Volume Variance				($1,119,375)		U

		Quantity Variance				$858,188		F

		Price Variance				($69,000)		U

		Total Variance				($330,188)		U
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				Assets								Liabilities				NA		Check

				Cash		Inventory		Website		PP&E		AP		NP

		Beginning Balance		$0		$0		$0		$0		$0		$0		$0		$0

		1. Borrowed Money		$20,000										$20,000				$0

		2. Bought Website		($1,000)				$1,000										$0

		3. Bought Finance Guides				$5,000						$5,000						$0

		4. Bought Office Equipment		($4,000)						$4,000								$0

		5. Contract - No Transaction																$0

		Sub Total		$15,000		$5,000		$1,000		$4,000		$5,000		$20,000		$0		$0

		Ending Balance		$15,000		$5,000		$1,000		$4,000		$5,000		$20,000		$0		$0

		Balance Sheet		End of Last Year		End of This Year

		Assets

		Short-Term Assets

		Cash		$0		$15,000

		Inventory		$0		$5,000

		Total Short-Term Assets		$0		$20,000

		Long Term Assets

		Website		$0		$1,000

		PP&E - Equipment		$0		$4,000

		Total Long-Term Assets		$0		$5,000

		Total Assets		$0		$25,000

		Liabilities

		Accounts Payable		$0		$5,000

		Total Short-Term Liabilities		$0		$5,000

		Long-Term Liabilities

		Notes Payable		$0		$20,000

		Total Long-term Liabilities		$0		$20,000

		Total Liabilities		$0		$25,000

		Net Assets

		Unrestricted Net Assets		$0		$0

		Total Net Assets		$0		$0

		Total Liabilities & Net Assets		$0		$25,000
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		Problem 10-15

				Assets																Liabilities						Temporary						Chk

		Account Titles		Cash		A/R		AU A/R		P/R		Inv.		Dep.		PP&E		Acc. Dep.		A/P		W/P		N/P		Rev.		Exp.		NA

		Beginning Balance		80,000		6,000				320,000						550,000				2,000		2,000		250,000						702,000		0

		1. Equipment Order

		2. Collected Pledge		100,000						(100,000)																						0

		3. Bought Books		(20,000)								35,000								15,000												0

		4. Equipment Deposit		(30,000)										30,000																		0

		5. Received Equipment		(50,000)										(30,000)		80,000																0

		6. Admissions Rev.		74,000																						74,000						0

		7A. Wage Expense																				73,000						(73,000)				0

		7B. Wage Payments		(68,000)																		(68,000)										0

		8A. Book Sales		50,000		3,000																				53,000						0

		8B. Collected A/R		6,000		(6,000)																										0

		8C. Book Expense										(32,000)																(32,000)				0

		9A. Note Principal		(127,000)																				(127,000)								0

		9B. Note Interest		(7,000)																								(7,000)				0

		10. Depreciation Exp.																(60,000)										(60,000)				0

		11A. Bad Debt Exp.						(1,000)																				(1,000)				0

		11B. Bad Debt W/O				(1,000)		1,000

		Subtotal		(72,000)		(4,000)		0		(100,000)		3,000		0		80,000		(60,000)		15,000		5,000		(127,000)		127,000		(173,000)				0

		Ending Balance		8,000		2,000		0		220,000		3,000		0		630,000		(60,000)		17,000		7,000		123,000		127,000		(173,000)		702,000		0

		Problem 10-16

		Revenue

		Admissions		$74,000

		Book Sales		$53,000

		Total Revenue		$127,000

		Expenses

		Wages		$73,000

		Inventory		$32,000

		Interest		$7,000

		Bad Debt		$1,000

		Depreciation		$60,000

		Total Expenses		$173,000

		Surplus/(Deficit)		($46,000)

		Assets		Last Year		This Year

		Cash		$80,000		$8,000

		Accounts Receivable (Net)		$6,000		$2,000

		Pledges Receivable		$320,000		$220,000

		Inventory		$0		$3,000

		Total Short-Term Assets		$406,000		$233,000

		PP&E - Net		$550,000		$570,000

		Total Long-Term Assets		$550,000		$570,000

		Total Assets		$956,000		$803,000

		Liabilities

		Accounts Payable		$2,000		$17,000

		Wages Payable		$2,000		$7,000

		Total Short-Term Liabilities		$4,000		$24,000

		Notes Payable		$250,000		$123,000

		Total Long-Term Liabilities		$250,000		$123,000

		Total Liabilities		$254,000		$147,000

		Net Assets

		Unrestricted		$372,000		$326,000

		Temporarily Restricted		$30,000		$30,000

		Permanently Restricted		$300,000		$300,000

		Total Net Assets		$702,000		$656,000

		Total Liabilities & Net Assets		$956,000		$803,000

		Cash Flow from Operations

		Change in Net Assets		($46,000)

		Add Back Depreciation		$60,000

		Add Decrease in A/R		4,000

		Add decrease in P/R		100,000

		Subtract Increase in Inventory		(3,000)

		Add Increase in A/P		15,000

		Add Increase in W/P		5,000

		Cash Flow From Operations		$135,000

		Cash Flow From Investing

		Subtract Increase in PP&E		($80,000)

		Cash Flow from Investing		($80,000)

		Cash Flow From Financing

		Subtract Decrease in N/P		($127,000)

		Cash Flow from Financing		($127,000)

		Net Cash Flow		($72,000)

		Beginning Cash Balance		$80,000

		Ending Cash Balance		$8,000

		Problem 10-17

		Beginning Balance & Purchases		Amount		Price		Total

		January 1 - Start of Year		1,000		$17		$17,000

		January 2 - Purchases		300		$21		$6,300

		July 1 - Purchases		500		$23		$11,500

		Total Inventory Value						$34,800

		Inventory Use

		January 1 to June 30th		800

		July 1 to December 31		400

		Total Use		1,200

		LIFO

		500 Units @ $23		$11,500

		300 Units @ $21		$6,300

		400 Units @ $17		$6,800

		Total Inventory Expense		$24,600

		Total Inventory Value		$34,800

		Ending Inventory Value		$10,200

		FIFO

		1,000 Units @ $17		$17,000

		200 Units @ $21		$4,200

		Total Inventory Expense		$21,200

		Total Inventory Value		$34,800

		Ending Inventory Value		$13,600






_1401106289.xls
Problem 2-33

		PROBLEM 2-33

		SOLUTION

						Month 1		Month 2		Month 3

		Students				25		41		52

		Student to teacher ratio				5		5		5

		Number of teachers				5		8.2		10.4

		Whole number of teachers				5		9		11

		Number of inside teachers				5		5		5

		Number of outside teachers				0		4		6

		Tutoring sessions per month				8		8		8

		Hours per session				2		2		2

		Teacher Hours

		Inside				80		80		80

		Outside				0		64		96

		Unit Revenues

		Monthly parent tuition				$10

		Monthly County tuition				$200

		Unit Costs

		Inside teachers per hour				$50

		Outside teachers per hour				$60

		Software per year				$2,400

		Supplies per student per session				$1.50

		Operating Budget

		Revenue				Month 1		Month 2		Month 3		Full Qtr.

		Tuition - Parents				$   250		$   410		$   520		$   1,180

		Tuition - County				5,000		8,200		10,400		23,600

		Total Revenue				$   5,250		$   8,610		$   10,920		$   24,780

		Expenses

		Inside teachers				$   4,000		$   4,000		$   4,000		$   12,000

		Outside teachers				-		3,840		5,760		9,600

		Supplies				300		492		624		1,416

		Software				200		200		200		600

		Total Expenses				$   4,500		$   8,532		$   10,584		$   23,616

		Surplus/(Deficit)				$   750		$   78		$   336		$   1,164

		Cash Budget				Month 1		Month 2		Month 3		Full Qtr.

		Beginning Balance				$   -		$   (6,450)		$   (9,372)		$   -

		Receipts

		Parent Tuition				$   250		$   410		$   520		$   1,180

		County Contract						5,000		8,200		13,200

		Total Receipts				$   250		$   5,410		$   8,720		$   14,380

		Available Cash				$   250		$   (1,040)		$   (652)		$   14,380

		Disbursements

		Salaries				$   4,000		$   7,840		$   9,760		$   21,600

		Software				2,400						2,400

		Supplies				300		492		624		1,416

		Total Disbursements				$   6,700		$   8,332		$   10,384		$   25,416

		Cash Surplus/(Shortfall)				$   (6,450)		$   (9,372)		$   (11,036)		$   (11,036)
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		PROBLEM 2-34

		SOLUTION

		Part I

		Tuition Revenue		$15,640,000		(4300 + 300) * ($3,300 + 100)

		Less: Scholarships		1,360,000		Less 400 Scholarships

		Net Tuition Revenue		$14,280,000

		Fee Revenue		$1,288,000		4,600 * $280

		Part II

		Faculty salaries:

		Full time		$9,000,000		250 * $36,000

		5% Increase		450,000

		Merit Increase		280,000		Given

		Adjunct Faculty		270,000		20 * 18 * $750

		Total Faculty Salaries		$10,000,000

		Payroll Taxes		$1,000,000		10% * Total Faculty Salaries

		Part III

		Budgeted Receipts

		Tuition		$14,280,000

		Fees		1,288,000

		Endowment		514,000

		Auxiliary Services		538,000

		Athletics		1,580,000

		Total Budgeted Receipts		$18,200,000

		Budgeted Expenditures

		Faculty Salaries		$10,000,000

		Operation and Maintenance of Plant		1,260,000		$1,000,000 + 10,000 + 50,000

		Mortgage payments		264,000		Given

		Administration & General		1,440,000		Given

		Library		1,800,000		Given

		Health & Recreation		750,000		Given

		Athletics		320,000		Given

		Insurance & Retirement Benefits		548,000		Given

		Capital Improvements		1,300,000		Given

		Payroll Taxes		1,276,000		Total Salaries * 10%

		Federal Income Taxes		36,000		Given

		Bank Loan		206,000		$200,000 + $6,000

		Total Budgeted Expenditures		$19,200,000

		Projected Deficit Prior to Fund Raising		($1,000,000)

		Part IV		SEPTEMBER		OCTOBER		NOVEMBER

		Beginning Cash Balance		$3,700		$2,004,600		$3,000

		Add: Cash Receipts

		Tuition		2,856,000		0		2,142,000

		Fees		644,000		0		0

		Endowment		128,500		0		0

		Auxiliary Service		53,800		53,800		53,800

		Athletics		158,000		0		790,000

		Alumni Support		15,000		15,000		90,000

		TOTAL CASH AVAILABLE		$3,859,000		$2,073,400		$3,078,800

		Less: Cash Disbursements

		Faculty Salaries		$1,000,000		$1,000,000		$1,000,000

		Oper. & Maint. of Plant		100,800		100,800		126,000

		Mortgage Payments		22,000		22,000		22,000

		Admin. & General		120,000		120,000		120,000

		Library		150,000		150,000		150,000

		Health & Recreation		62,500		62,500		62,500

		Athletics		32,000		16,000		32,000

		Insurance & Retirement Ben.		54,800		54,800		54,800

		Capital Improvements		0		1,040,000		0

		Payroll Taxes		106,300		106,300		106,300

		Federal Income Taxes		0		0		9,000

		TOTAL DISBURSEMENTS		$1,648,400		$2,672,400		$1,682,600

		PRE-FINANCING CASH BALANCE		$2,210,600		($599,000)		$1,396,200

		Financing Activity:

		Borrow (REPAY)		(206,000)		602,000		(608,000)

		Disinvest (INVEST)		_________		_________		_________

		ENDING CASH BALANCE		$2,004,600		$3,000		$788,200

		Note: instructions said to round to nearest $100
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		Problem 2-17

		Cash Budget						Operating Budget

		Beginning Balance		$0				NO BEGINNING BALANCE

		Cash Inflows						Revenues

		Phone Sales		$15,000				Phone Sales		$20,000

		Cash Outflows						Expenses

		Phones Activation		$16,000				Phones activation		$18,000

		Ending Balance		-$1,000				Profit/(Loss)		$2,000

		PROBLEM 2-21

		Building Salvage as %		0%

		Equipment Salvage as %		20%

								Depreciable Base		Useful		Annual

				Cost		Salvage		(Cost - Salvage)		Life		Depreciation

		Building:		40,000,000		0		40,000,000		40		$1,000,000

		Equipment:		6,000,000		1,200,000		4,800,000		10		$480,000

		Total										$1,480,000

		Problem 2-22

		Billings

		January		February		March		April

		220,000		200,000		240,000		230,000

		Collections as % of Billings

		Month of Service		Month After Service

		25%		75%

		Operating Budget				March				Cash Budget				March

		Total Revenue				$   240,000				Beginning Balance				$   26,000

		Expenses								Cash Receipts

		Payroll				160,000				February Billings				150,000

		Supplies				48,000				March Billings				60,000

		Depreciation				12,000				Total Collections				210,000

		Interest				6,000				Total Cash Available				236,000

		Total Expenses				$   226,000

										Disbursements

		Profit/(Loss)				$   14,000				Payroll Payment				170,000

										Supply Payments				45,000

										Building Acquisition				250,000

										Total Disbursements				465,000

		Capital Budget

		Building Acquisition				$   250,000				Cash Surplus/(Shortfall)				-229,000

		Mortgage				$   250,000				Borrowing/(Repayment)				250,000

										Ending Cash Balance				$   21,000

		PROBLEM 2-26

		Assessed Valuation				300,000,000

		Exempt Properties				5,000,000

		Tax Delinquency rate				10%

		General Fund Need				3,500,000

		Amount drawn from Rainy-Day Fund				500,000

						300,000,000

		Less: Exempt  Property				5,000,000

		Property Subject to Taxation				295,000,000		# 1

		Amount Needed				3,500,000

		Less: Amount drawn from Rainy-Day Fund				500,000

		Adjusted Taxes to be Billed				3,000,000

		Plus: Uncollectible taxes				333,333

		Total value of tax bills to be sent				3,333,333		# 2

		Tax Rate (# 2 / # 1)				0.011299		# 3

		Mill rate ( # 3 * 1000)				$11.299

		Problem 2-32

						Q1		Q2		Q3		Q4

		Sources of Revenue

		Contributions				$   25,000		$   35,000		$   35,000		$   50,000

		Federal Grants				$   250,000		$   375,000		$   350,000		$   250,000

		City Contracts				$   240,000		$   300,000		$   320,000		$   360,000

		Total Revenue				$   515,000		$   710,000		$   705,000		$   660,000

		Collections by Quarter and Source				Same Qtr.		One Qtr. Later		Two Qtrs. Later		Three Qtrs. Later

		Contributions				100%

		Federal Grants						100%

		City Contracts						25%		25%		50%

		Collections				4th Quarter

		Contributions				50,000

		Federal Grants				350,000

		City Contracts

		3rd Qtr				80,000

		2nd Qtr.				75,000

		1st Qtr.				120,000

		Total City Contracts				275,000

		Total Collections				$675,000

		Problem 2-33

						Month 1		Month 2		Month 3

		Students				25		41		52

		Student to teacher ratio				5		5		5

		Number of teachers				5		8.2		10.4

		Whole number of teachers				5		9		11

		Number of inside teachers				5		5		5

		Number of outside teachers				0		4		6

		Tutoring sessions per month				8		8		8

		Hours per session				2		2		2

		Teacher Hours

		Inside				80		80		80

		Outside				0		64		96

		Unit Revenues

		Monthly parent tuition				$10

		Monthly County tuition				$200

		Unit Costs

		Inside teachers per hour				$50

		Outside teachers per hour				$60

		Software per year				$2,400

		Supplies per student per session				$1.50

		Operating Budget

		Revenue				Month 1		Month 2		Month 3		Full Qtr.

		Tuition - Parents				$   250		$   410		$   520		$   1,180

		Tuition - County				5,000		8,200		10,400		23,600

		Total Revenue				$   5,250		$   8,610		$   10,920		$   24,780

		Expenses

		Inside teachers				$   4,000		$   4,000		$   4,000		$   12,000

		Outside teachers				0		3,840		5,760		9,600

		Supplies				300		492		624		1,416

		Software				200		200		200		600

		Total Expenses				$   4,500		$   8,532		$   10,584		$   23,616

		Surplus/(Deficit)				$   750		$   78		$   336		$   1,164

		Cash Budget				Month 1		Month 2		Month 3		Full Qtr.

		Beginning Balance				$   -		$   (6,450)		$   (9,372)		$   -

		Receipts

		Parent Tuition				$   250		$   410		$   520		$   1,180

		County Contract						$   5,000		$   8,200		$   13,200

		Total Receipts				$   250		$   5,410		$   8,720		$   14,380

		Available Cash				$   250		$   (1,040)		$   (652)		$   14,380

		Disbursements

		Salaries				$   4,000		$   7,840		$   9,760		$   21,600

		Software				$   2,400						$   2,400

		Supplies				$   300		$   492		$   624		$   1,416

		Total Disbursements				$   6,700		$   8,332		$   10,384		$   25,416

		Cash Surplus/(Shortfall)				$   (6,450)		$   (9,372)		$   (11,036)		$   (11,036)
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		Problem 3-21

		Inputs

		Number of rescues & placements		600

		Average length of stay (days)		10

		Daily feeding cost		$0.90

		Number of vet visits		1.2

		Cost per vet visit		$35

		Spay/neuter cost per dog		$45

		Kennel & related Equipment		$300,000

		Useful life of equipment (years)		20

		Adoption fee		$225

		Fringe benefits (% of salaries)		25%

		Extra Contributions (% of adoptions)		15%

		Average additional donation		$200

		Average annual fundraising		$40,000

		Flexible percentage		10%

		DNH OPERATING BUDGET

				Base Volume		Flexible + 10% Volume

		Revenue

		Adoption Fee		$135,000		$148,500				# dogs * fee

		Additional Contributions		18,000		19,800				# dogs * % placed * % extra donation

		Fund Raising		40,000		40,000				Fixed

		Total Revenue		$193,000		$208,300

		Expenses

		Salaries		$95,000		$95,000				Sum of salaries - all fixed

		Benefits		23,750		23,750				Benefit % * salaries

		Base Vet expenses		25,200		27,720				# dogs * visits * fee

		Spay/Neuter & Transport		27,000		29,700				# dogs * spay fee & transport cost

		Food		5,400		5,940				# dogs * days * cost of food per day

		Depreciation		15,000		15,000				Cost of kennel & equipment/life - fixed

		Total Expenses		$191,350		$197,110

		Profit/(Loss)		$1,650		$11,190

		Problem 3-22

		BIG C  BAND BUDGET

		Inputs

		Student tuition (per semester)		$500

		Semesters per year		2

		Student enrollment per semester		30

		Community members fees		$25

		Community members in band		30

		Concerts per year		4

		Average concert attendance		200

		Concert ticket price		$3

		Ticket & program costs (per attendee)		$0.75

		Concert Cleaning (per concert)		$100

		Student Ushers (per concert)		$50

		Concert Promotion (per concert)		$200

		Concer Insurance (per concert)		$75

		Graduate Assistant (per year)		$15,000

		Instrument Purchases		$14,000

		Useful life		5

				Number		Unit Cost

		Brass rental (per semester)		10		$90

		Woodwind rental (per semester)		15		$50

		Rehersal Space (per semester)		15		$250

		Music (per year)		30		$150

		Revenue

		Tuition		$30,000		30 students * $500 * 2 semesters

		Community Musicians		1,500		30 community musicians * $25 * 2 semseters

		Concert Revenues		2,400		4 concerts * 200 people * $3.00

		Total Revenue		$33,900

		Expenses

		Salaries		$15,000		1 Graduate Assistant * $15,000

		Instrument Rental		3,300		10 instruments * $90 * 2 semesters

		Instrument Depreciation		2,800		(Tuba $4000 + Bari $2,500 + Percussion $7,500)/5 years

		Music		4,500		30 arrangements * $150 each

		Rehearsal Space Rental		7,500		15 nights per semester $250 per night * 2 semesters

		Variable Concert Costs		600		$.75 per person * 200 people * 4 concerts

		Fixed Concert Costs		1,700		($100 cleaning + $50 student labor + $200 promotion

						+ $75 insurance) * 4 concerts

		Total Expenses		$35,400

		Surplus/(Deficit)		($1,500)
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		Problem 4-12

		Fixed Costs

		Depreciation		100,000

		Doctor

		Nurse

		Cooks

		Camp Director

		Step Fixed

		Counselors		1 to 10 campers

		Variable

		Food		$75 per week

		Transportation		$30 per trip

		Problem 4-15

						Line #

		Fixed Cost per week		$5,000		1

		Tuition per day		$15		2

		Supplies & Snacks per child-day		$5		3

		Days of Operation per week		5		4

		BEQ = (1/((2-3)*4)) = 5000/50		100

		Problem 4-31

		Total Cost		120,000

		Allocated Costs (not avoidable)		25,000

		Relevant Costs		95,000

		Problem 4-35

						Line #

		Fixed Costs		$10,000		1

		Variable Costs		$75		2

		Facility Capacity		500		3

		Part 1

		Variable revenue		$275		4

		BEQ = (1/(4-2) = (10000/(275-75))		50

		Part 2

		New variable revenue		$300		5

		Contribution Margin = 300 - 75		$225

		Part 3

		Profit		$100,000

		Price = (100000+10000+75*500)/500		$295

		Problem 4-43

		Fixed Costs

		Band		$750

		Museum		$600

		Caterer		$400

		Total Fixed Costs		$1,750

		Variable Costs

		Caterer		$20

		Quantity

		Attendees		250

		BE Price = (FC + VC*Q)/Q		$27

				%		VR		VC		CM		Weighted CM

		Students		75%		$25		$20		$5		$3.75

		Alumni		25%		$75		$20		$55		$13.75

		Total Contribution Margin										$17.50

		BEQ = (FC / WCM) = 1,750/17.50										100

		Mead Meals on Wheels

		Part 1

		Inputs

		Millbridge variable revenue		$32		P

		Meals per person		14

		Daily Kitchen Capacity - meals		9,600

		Daily/Weekly Kitchen capacity - people		4,800		Q

		Weekly Fixed Costs		$36,000		FC

		Break Even Variable Cost

		BE VC = (P*Q - FC) / Q                            = (32*4800-36,000)/4800		$24.50

		Millbridge variable revenue		$32.00

		Break Even Weekly Food Cost		$24.50

		Contract Bid versus Break Even		($0.50)

		Weekly food cost per person for budget		$24.00

		People Served		4800

		Weeks per Quarter		13

				Quarter One		Quarter Two		Quarter Three		Quarter Four

		Weekly Fixed Costs by Quarter		$38,000		$34,000		$35,000		$37,000

		Revised Budget

				Quarter One		Quarter Two		Quarter Three		Quarter Four		Annual Total

		Revenue		$1,996,800		$1,996,800		$1,996,800		$1,996,800		$7,987,200

		Fixed Costs		494,000		442,000		455,000		481,000		1,872,000

		Variable Food Costs		1,497,600		1,497,600		1,497,600		1,497,600		5,990,400

		Total Cost		$1,991,600		$1,939,600		$1,952,600		$1,978,600		$7,862,400

		Profit/(Loss)		$5,200		$57,200		$44,200		$18,200		$124,800
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		Problem 5-11

		PV		$8,000

		Interest Rate		3%		5%

		Number of Years		3

						Rate 1		Rate 2

		Beginning Balance				$8,000		$8,000

		Simple interest for 1 year				$240		$400

		Number of Years				3		3

		Total Interest				$720		$1,200

		Ending Balance				$8,720		$9,200

		Problem 5-19

		Input

		Price of Van (FV)		$50,000

		Number of Years		3

		Part a		Annually

		Annual Rate		6%

		Periods per Year		4

				1.50%

		Periods for Model (N)		12

		Amount to Invest (PV)		($41,819.37)

		Part b

		Annual Rate		12%

				3.00%

				$35,000

				12

				$49,901.63

		Surpluss/(Shortfall)		($98.37)

		Part c

				$37,000

				$50,000

				12

				2.54%

		Part d

				$50,000

				36

		Annual Rate		8%

				0.67%

				($39,362.73)

		Part e

				$50,000

		Annual Rate		8%

				2.00%

				12

				($3,727.98)

		Part f

				$100,000

		Annual Rate		7%

				0.58%

				$1,000,000

				395.879

		Time to retirement in Years		32.990

		Problem 5-20

		Number of Years		3

				36

				430

		Annual Interest Rate		9%

				0.75%

				$13,522.13

		Problem 5-21

				High		Tight

				$40,000		$85,000

				$3,000		$1,200

		Useful Life in Years		3		3

				36		36

		Annual Discount Rate		12%		12%

				1.00%		1.00%

				$40,000.00		$85,000.00

				$90,322.52		$36,129.01

		Net Present Cost		$130,322.52		$121,129.01

		Problem 5-22

				French		Japanese

				($275,000)		($195,000)

				($10,000)		($15,000)

				10		6

				10%		10%

				($275,000)		($195,000)

				($61,446)		($65,329)

		Net Present Cost		($336,446)		($260,329)

		Useful Life		10		6

				$54,754.98		$59,773.44

		Problem 5-26

				Discount Rate				8%

				Year		Receipts		Disbursements		Net		PV

				0				1200000		-1200000		($1,200,000)

				1		1000000		500000		500000		$462,963

				2		925000		475000		450000		$385,802

				3		800000		450000		350000		$277,841

				4		750000		430000		320000		$235,210

				Net Present Value								$161,816

		Problem 5-27

				$25,000

				10

				6%

				($184,002.18)

		Problem 5-28

		Working Life Calculations

						$20,000

						$2,000

						10%

						34

		Amount Available at Retirement (FV)				$1,001,906.79

		Retirement Calculations

		Amount Available at Retirement				$1,001,906.79

		Years to be Funded				30

						360

		Expected Annual Return After Retirement				8.00%

						0.67%

						$7,351.64

		Problem 5-29

				Year		Lease		Buy

				0		($2,500)		($31,000)

				1		($7,700)		($2,250)

				2		($7,700)		($2,250)

				3		($7,700)		($2,250)

				4		($7,700)		($2,250)

				5				($2,250)

				6				$7,750

		Discount Rate				8%		8%

		Useful Life				4		6

		Length of Annuity				4		5

		PV of Initial Investment				($2,500)		($31,000)

		PV of Lease/Ownership Annuity				($25,503)		($8,984)

		PV of Last year of Ownership						$4,883.81

		Net Present Cost				($28,003)		($35,100)

						$8,454.80		$7,592.62

				Year		Lease		PV		Buy		PV

				0		($2,500)		($2,500.0)		($31,000)		($31,000.0)

				1		($7,700)		($7,129.6)		($2,250)		($2,083.3)

				2		($7,700)		($6,601.5)		($2,250)		($1,929.0)

				3		($7,700)		($6,112.5)		($2,250)		($1,786.1)

				4		($7,700)		($5,659.7)		($2,250)		($1,653.8)

				5						($2,250)		($1,531.3)

				6						$7,750		$4,883.8

				Net Present Cost				($28,003.4)				($35,099.8)

				Discount Rate				8%				8%

				Useful Life				4				6

				Annualized Cost				$8,454.80				$7,592.62

		Problem 5-30

				Reimbursement per run				$50

				Runs per year				200

				Annual Maintenance				$1,000

				Cost of Ambulence				$60,000

				Discount Rate				6%

				Period		Inflows		Outflows		Net		PV

				0				($60,000)		($60,000)		($60,000)

				1		$10,000		(1,000)		9,000		$8,491

				2		$10,000		(1,000)		9,000		$8,010

				3		$10,000		(1,000)		9,000		$7,557

				4		$10,000		(1,000)		9,000		$7,129

				5		$10,000		(1,000)		9,000		$6,725

				Net Present Value								($22,089)

				PV of Acquisition Outflow						($60,000)

				Net Inflow Annuity						9,000

				Discount Rate						6%

				Length of Annuity						5

				PV of Annuity						$37,911

				Net Present Value						($22,089)





Chapter 6

		

		Problem 6-8

						$5,000,000

		Interest Payments per year				2

		Term in Years				30

						60

		Coupon Rate				6.00%

		Semi-Annual Rate				3.00%

		Part 1

						$150,000

		Part 2-a

		Market rate				6.00%

		Semi Annual Market Rate				3.00%

						$5,000,000

		Part 2-b

		Market rate				5.80%

						2.90%

						$5,141,393

		Problem 6-9

						$100,000,000

		Interest Payments per year				2

		Remaining Years				20

						40

		Coupon Rate				6.00%

		Semi-Annual Rate				3.00%

						$3,000,000

		Market rate				4.60%

						2.30%

						($118,178,893)

		Problem 6-10

						$5,650

						12%

						12

						($912.12)

		Problem 6-11

						$1,000

						8

						9%

						0

		PV of lease obligations				$5,534.82

						1

		PV of lease obligations				$6,032.95

		Cost to Bank				$498.13

		Problem 6-15

						$2,264.45

		Annual Interest Rate				4.00%

		Compounding Periods per Year				2

						2.00%

		Number of Years				20

						40

						$5,000.00

		Mead Meals on Wheels

		New Capacity (in meals)				10,400

		Old Capacity (in meals)				9,600

		Marginal Increase in Capacity (in meals)				800

		Marginal Capacity in People per Week				400

		Break Even Food Costs				$24.50

		Amount of New Bid below Break Even				$1.25

		"New" Food Costs per Marginal person				$23.25

		Revenue per "Marginal" Person				$32.00

		Cost of New Equipment				$625,000

		Cost of Capital				12%

		Useful Life of Equipment				5

						Per Person		Per Week		Per Qtr		Per Year

		Marginal People Fed						400		400		400

		Number of Weeks in Period						1		13		52

		Cash Flow from Contract				$32.00		$12,800		$166,400		$665,600

		Cost of Food				$23.25		$9,300		$120,900		$483,600

		Marginal Contribution per person				$8.75		$3,500		$45,500		$182,000

						Per Week		Per Qtr		Per Year

		Capital Budgeting Analysis

						($625,000)		($625,000)		($625,000)

						$3,500		$45,500		$182,000

						260		20		5

		Compounding Periods per Year				52		4		1

						0.2308%		3.0000%		12.0000%

						$683,727		$676,925		$656,069

		Net Present Value				$58,727		$51,925		$31,069

		Part 3

		Cost of New Equipment				$625,000

		Residual Value of Equipment as %				10%

		Residual Value in $				$62,500

		Depreciable Base				$562,500

		Useful Life of Equipment in Years				5

		Useful Life of Equipment in Quarters				20

		Quarterly Depreciation				$28,125

		Interest Rate for Loan				12%

		Annual Interest for the 1st Year				$75,000

		Quarterly Interest for the 1st Year				$18,750

		Weekly Revenue Per Person				$32.00

		Weekly Food Cost per Person				$23.25

				Quarter One		Quarter Two		Quarter Three		Quarter Four

		Original Weekly Fixed Costs		$38,000		$34,000		$35,000		$37,000

		Incremental Weekly Fixed Costs		$2,000		$0		$0		$0

		Total Weekly Fixed Costs		$40,000		$34,000		$35,000		$37,000

		Total People Fed		5,200		5,200		5,200		5,200

		Weeks per Quarter		13		13		13		13

		Revised Operating Budget		Quarter One		Quarter Two		Quarter Three		Quarter Four		Full Year

		Revenue		$2,163,200		$2,163,200		$2,163,200		$2,163,200		$8,652,800

		Total Revenue		$2,163,200		$2,163,200		$2,163,200		$2,163,200		$8,652,800

		Expenses

		Food		$1,571,700		$1,571,700		$1,571,700		$1,571,700		$6,286,800

		Depreciation		$28,125		$28,125		$28,125		$28,125		$112,500

		Interest		$18,750		$18,750		$18,750		$18,750		$75,000

		Fixed Expenses		$520,000		$442,000		$455,000		$481,000		$1,898,000

		Total Expenses		$2,138,575		$2,060,575		$2,073,575		$2,099,575		$8,372,300

		Surplus/(Deficit)		$24,625		$102,625		$89,625		$63,625		$280,500
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		Problem 7-30

		Discount as %				1%

		Discounted Price % ( 1 - Discount)				99%

		Ratio				0.0101		A

		Days in Year				365

		Days Sooner				20

		Ratio				18.25		B

		Implicit Rate = (A * B)				18.434%

		Problem 7-31

		AnnualPayroll		$80,000,000

		Original Payroll Periods		24

		Payroll per Period		$3,333,333

		Interest Earned		6%

		Each Month		Number of Deferral periods		Length of Deferral (in years)		Amount Deferred		Interest Savings

		Pay 1		1		0.0417		$3,333,333		$8,333

		Pay 2		0		0.0000		0		$0

		Monthly Savings								$8,333

		Months per Year								12

		Annual Savings								$100,000

		Problem 7-32

		Amount Borrowed		$28,000		A

		Annual Interest Rate		7%		B

		Months Outstanding		3

		Percentage of a Year		25%		C

				$490

		Principal		$28,000

		Total Repaid		$28,490
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		Problem 8-26

		Actual Total Hours		6,000

		Actuual Hours Per Dog		9.38

		Labor Cost		Actual		Budget		Variance

				640		500		U

				9.375		10		F

				$16		$20		F

		Total		$96,000		$100,000		F

		Total Variance		($4,000)		F

		Flexible Variance		Actual Change in Cost		Change in Quantity		Change in Volume		Budget

				640		640		640		500

				9.375		9.375		10		10

				$16		$20		$20		$20

		Total		$96,000		$120,000		$128,000		$100,000

		Total Variance		($4,000)		F

		Volume Variance		28,000		U

		Quantity Variance		(8,000)		F

		Cost Variance		(24,000)		F

		Total Variance		(4,000)		F

		Problem 8-27

		Labor Cost		Actual		Budget		Variance

				150		125		U

				8		10		F

				$25		$20		U

		Total		$30,000		$25,000		U

		Total Variance		$5,000		U

		Flexible Variance		Actual Change in Cost		Change in Quantity		Change in Volume		Budget

				150		150		150		125

				8		8		10		10

				$25		$20		$20		$20

		Total		$30,000		$24,000		$30,000		$25,000

		Total Variance		$5,000		U

		Volume Variance		5,000		U

		Quantity Variance		(6,000)		F

		Cost Variance		6,000		U

		Total Variance		5,000		U

		Gore Mountain Case

		Question 1

		State Subsidy				$2,000,000

		Expected Skier Days				292,500

		Percent Taking Lessons				10%

		Price for a Lesson				$90

		Daily Food Purchases				$4

		Food Costs as % of Food Revenue				40%

		General Management				$1,800,000

		Benefits as % of Salaries				30%

		Daily Insurance Costs				$15,000

		Expected Days of Operation				130

		Energy Costs				$2,240,000

		Flexible Percentage				-5%

						Weekend		Midweek

		Skier Mix				45%		55%

		Average Ticket Price				$53.70		$46.50

						Number		Days		Hours		Wage

		Instructors & Patrol				275		100		7		$20

		Lift Attendants etc.				140		130		10		$18

		Kitchen Staff				50		130		8		$12

		Equipment & Fuel Costs				60		130		6		$65

		Revenue				Base		Minus 5%		F or V

		Lift Ticket Sales

		Weekend				$7,068,263		$6,714,849		V

		Midweek				$7,480,688		$7,106,653		V

		Lessons				$2,632,500		$2,500,875		V

		Food Sales				$1,170,000		$1,111,500		V

		State Subsidy				$2,000,000		$2,000,000		F

		Total Revenue				$20,351,450		$19,433,878

		Expenses

		Salaries

		Management				$1,800,000		$1,800,000		F

		Instructors & Patrol				$3,850,000		$3,657,500		V

		Lift Attendants etc.				$3,276,000		$3,276,000		F

		Kitchen Staff				$624,000		$624,000		F

		Total Salaries				$9,550,000		$9,357,500

		Benefits				$2,865,000		$2,807,250		Partial V

		Energy				$2,240,000		$2,240,000		F

		Fuel & Equipment				$3,042,000		$3,042,000		F

		Food Costs				$468,000		$444,600		V

		Insurance				$1,950,000		$1,852,500		V

		Total Expenses				$20,115,000		$19,743,850

		Profit/(Loss)				$236,450		($309,973)

		Question 2

						Number		Hours		Wage		Total Cost

		Manager				1		6		$30		$180

		Instructors/Child care				4		6		$20		$480

												$660

		Daily Fee				$109

		Food				$9

						$100

		Break Even = FC / CM				6.60

		Number of Children Needed				7

		Question 3

		Reduction in Energy Bill %				25%

		Reduction in Energy Bill $				$560,000

		Useful Life in years				15

		Cost of Equipment				$4,100,000

		One-time Maintenance Cost				$750,000

		Year of Maintenance Outlay				7

		Cost of Capital				8%

		PV of Acquisition Cost				($4,100,000)

		PV of Maintenance Outlay				($437,618)

		PV of Savings Annuity				$4,793,308

		NPV				$255,690

		Question 4

		Cost of Capital				8%

						Big-Mouth		Whisper

		Acquisition Cost				$850,000		$600,000

		Operating Annuity				$35,000		$50,000

		Useful Lives				15		10

		PV Of Annuity				$299,582		$335,504

		Net Present Cost				$1,149,582		$935,504

		Annualized Cost				$134,305		$139,418

		Question 5

						Actual - Change in Price		Change in Quantity		Change in Volume		Budget

						115		115		115		125

						2,400		2,400		2,250		2,250

						$49.50		$49.75		$49.75		$49.75

		Total Revenue				$13,662,000		$13,731,000		$12,872,813		$13,992,188

		Total Variance				($330,188)		U

		Volume Variance				($1,119,375)		U

		Quantity Variance				$858,188		F

		Price Variance				($69,000)		U

		Total Variance				($330,188)		U
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				Assets								Liabilities				NA		Check

				Cash		Inventory		Website		PP&E		AP		NP

		Beginning Balance		$0		$0		$0		$0		$0		$0		$0		$0

		1. Borrowed Money		$20,000										$20,000				$0

		2. Bought Website		($1,000)				$1,000										$0

		3. Bought Finance Guides				$5,000						$5,000						$0

		4. Bought Office Equipment		($4,000)						$4,000								$0

		5. Contract - No Transaction																$0

		Sub Total		$15,000		$5,000		$1,000		$4,000		$5,000		$20,000		$0		$0

		Ending Balance		$15,000		$5,000		$1,000		$4,000		$5,000		$20,000		$0		$0

		Balance Sheet		End of Last Year		End of This Year

		Assets

		Short-Term Assets

		Cash		$0		$15,000

		Inventory		$0		$5,000

		Total Short-Term Assets		$0		$20,000

		Long Term Assets

		Website		$0		$1,000

		PP&E - Equipment		$0		$4,000

		Total Long-Term Assets		$0		$5,000

		Total Assets		$0		$25,000

		Liabilities

		Accounts Payable		$0		$5,000

		Total Short-Term Liabilities		$0		$5,000

		Long-Term Liabilities

		Notes Payable		$0		$20,000

		Total Long-term Liabilities		$0		$20,000

		Total Liabilities		$0		$25,000

		Net Assets

		Unrestricted Net Assets		$0		$0

		Total Net Assets		$0		$0

		Total Liabilities & Net Assets		$0		$25,000
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		Problem 10-15

				Assets																Liabilities						Temporary						Chk

		Account Titles		Cash		A/R		AU A/R		P/R		Inv.		Dep.		PP&E		Acc. Dep.		A/P		W/P		N/P		Rev.		Exp.		NA

		Beginning Balance		80,000		6,000				320,000						550,000				2,000		2,000		250,000						702,000		0

		1. Equipment Order

		2. Collected Pledge		100,000						(100,000)																						0

		3. Bought Books		(20,000)								35,000								15,000												0

		4. Equipment Deposit		(30,000)										30,000																		0

		5. Received Equipment		(50,000)										(30,000)		80,000																0

		6. Admissions Rev.		74,000																						74,000						0

		7A. Wage Expense																				73,000						(73,000)				0

		7B. Wage Payments		(68,000)																		(68,000)										0

		8A. Book Sales		50,000		3,000																				53,000						0

		8B. Collected A/R		6,000		(6,000)																										0

		8C. Book Expense										(32,000)																(32,000)				0

		9A. Note Principal		(127,000)																				(127,000)								0

		9B. Note Interest		(7,000)																								(7,000)				0

		10. Depreciation Exp.																(60,000)										(60,000)				0

		11A. Bad Debt Exp.						(1,000)																				(1,000)				0

		11B. Bad Debt W/O				(1,000)		1,000

		Subtotal		(72,000)		(4,000)		0		(100,000)		3,000		0		80,000		(60,000)		15,000		5,000		(127,000)		127,000		(173,000)				0

		Ending Balance		8,000		2,000		0		220,000		3,000		0		630,000		(60,000)		17,000		7,000		123,000		127,000		(173,000)		702,000		0

		Problem 10-16

		Revenue

		Admissions		$74,000

		Book Sales		$53,000

		Total Revenue		$127,000

		Expenses

		Wages		$73,000

		Inventory		$32,000

		Interest		$7,000

		Bad Debt		$1,000

		Depreciation		$60,000

		Total Expenses		$173,000

		Surplus/(Deficit)		($46,000)

		Assets		Last Year		This Year

		Cash		$80,000		$8,000

		Accounts Receivable (Net)		$6,000		$2,000

		Pledges Receivable		$320,000		$220,000

		Inventory		$0		$3,000

		Total Short-Term Assets		$406,000		$233,000

		PP&E - Net		$550,000		$570,000

		Total Long-Term Assets		$550,000		$570,000

		Total Assets		$956,000		$803,000

		Liabilities

		Accounts Payable		$2,000		$17,000

		Wages Payable		$2,000		$7,000

		Total Short-Term Liabilities		$4,000		$24,000

		Notes Payable		$250,000		$123,000

		Total Long-Term Liabilities		$250,000		$123,000

		Total Liabilities		$254,000		$147,000

		Net Assets

		Unrestricted		$372,000		$326,000

		Temporarily Restricted		$30,000		$30,000

		Permanently Restricted		$300,000		$300,000

		Total Net Assets		$702,000		$656,000

		Total Liabilities & Net Assets		$956,000		$803,000

		Cash Flow from Operations

		Change in Net Assets		($46,000)

		Add Back Depreciation		$60,000

		Add Decrease in A/R		4,000

		Add decrease in P/R		100,000

		Subtract Increase in Inventory		(3,000)

		Add Increase in A/P		15,000

		Add Increase in W/P		5,000

		Cash Flow From Operations		$135,000

		Cash Flow From Investing

		Subtract Increase in PP&E		($80,000)

		Cash Flow from Investing		($80,000)

		Cash Flow From Financing

		Subtract Decrease in N/P		($127,000)

		Cash Flow from Financing		($127,000)

		Net Cash Flow		($72,000)

		Beginning Cash Balance		$80,000

		Ending Cash Balance		$8,000

		Problem 10-17

		Beginning Balance & Purchases		Amount		Price		Total

		January 1 - Start of Year		1,000		$17		$17,000

		January 2 - Purchases		300		$21		$6,300

		July 1 - Purchases		500		$23		$11,500

		Total Inventory Value						$34,800

		Inventory Use

		January 1 to June 30th		800

		July 1 to December 31		400

		Total Use		1,200

		LIFO

		500 Units @ $23		$11,500

		300 Units @ $21		$6,300

		400 Units @ $17		$6,800

		Total Inventory Expense		$24,600

		Total Inventory Value		$34,800

		Ending Inventory Value		$10,200

		FIFO

		1,000 Units @ $17		$17,000

		200 Units @ $21		$4,200

		Total Inventory Expense		$21,200

		Total Inventory Value		$34,800

		Ending Inventory Value		$13,600
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		Problem 2-17

		Cash Budget						Operating Budget

		Beginning Balance		$0				NO BEGINNING BALANCE

		Cash Inflows						Revenues

		Phone Sales		$15,000				Phone Sales		$20,000

		Cash Outflows						Expenses

		Phones Activation		$16,000				Phones activation		$18,000

		Ending Balance		-$1,000				Profit/(Loss)		$2,000

		PROBLEM 2-21

		Building Salvage as %		0%

		Equipment Salvage as %		20%

								Depreciable Base		Useful		Annual

				Cost		Salvage		(Cost - Salvage)		Life		Depreciation

		Building:		40,000,000		0		40,000,000		40		$1,000,000

		Equipment:		6,000,000		1,200,000		4,800,000		10		$480,000

		Total										$1,480,000

		Problem 2-22

		Billings

		January		February		March		April

		220,000		200,000		240,000		230,000

		Collections as % of Billings

		Month of Service		Month After Service

		25%		75%

		Operating Budget				March				Cash Budget				March

		Total Revenue				$   240,000				Beginning Balance				$   26,000

		Expenses								Cash Receipts

		Payroll				160,000				February Billings				150,000

		Supplies				48,000				March Billings				60,000

		Depreciation				12,000				Total Collections				210,000

		Interest				6,000				Total Cash Available				236,000

		Total Expenses				$   226,000

										Disbursements

		Profit/(Loss)				$   14,000				Payroll Payment				170,000

										Supply Payments				45,000

										Building Acquisition				250,000

										Total Disbursements				465,000

		Capital Budget

		Building Acquisition				$   250,000				Cash Surplus/(Shortfall)				-229,000

		Mortgage				$   250,000				Borrowing/(Repayment)				250,000

										Ending Cash Balance				$   21,000

		PROBLEM 2-26

		Assessed Valuation				300,000,000

		Exempt Properties				5,000,000

		Tax Delinquency rate				10%

		General Fund Need				3,500,000

		Amount drawn from Rainy-Day Fund				500,000

						300,000,000

		Less: Exempt  Property				5,000,000

		Property Subject to Taxation				295,000,000		# 1

		Amount Needed				3,500,000

		Less: Amount drawn from Rainy-Day Fund				500,000

		Adjusted Taxes to be Billed				3,000,000

		Plus: Uncollectible taxes				333,333

		Total value of tax bills to be sent				3,333,333		# 2

		Tax Rate (# 2 / # 1)				0.011299		# 3

		Mill rate ( # 3 * 1000)				$11.299

		Problem 2-32

						Q1		Q2		Q3		Q4

		Sources of Revenue

		Contributions				$   25,000		$   35,000		$   35,000		$   50,000

		Federal Grants				$   250,000		$   375,000		$   350,000		$   250,000

		City Contracts				$   240,000		$   300,000		$   320,000		$   360,000

		Total Revenue				$   515,000		$   710,000		$   705,000		$   660,000

		Collections by Quarter and Source				Same Qtr.		One Qtr. Later		Two Qtrs. Later		Three Qtrs. Later

		Contributions				100%

		Federal Grants						100%

		City Contracts						25%		25%		50%

		Collections				4th Quarter

		Contributions				50,000

		Federal Grants				350,000

		City Contracts

		3rd Qtr				80,000

		2nd Qtr.				75,000

		1st Qtr.				120,000

		Total City Contracts				275,000

		Total Collections				$675,000

		Problem 2-33

						Month 1		Month 2		Month 3

		Students				25		41		52

		Student to teacher ratio				5		5		5

		Number of teachers				5		8.2		10.4

		Whole number of teachers				5		9		11

		Number of inside teachers				5		5		5

		Number of outside teachers				0		4		6

		Tutoring sessions per month				8		8		8

		Hours per session				2		2		2

		Teacher Hours

		Inside				80		80		80

		Outside				0		64		96

		Unit Revenues

		Monthly parent tuition				$10

		Monthly County tuition				$200

		Unit Costs

		Inside teachers per hour				$50

		Outside teachers per hour				$60

		Software per year				$2,400

		Supplies per student per session				$1.50

		Operating Budget

				Month 1		Month 2		Month 3		Full Qtr.

		Revenue

		Tuition - Parents		$250		$410		$520		$1,180

		Tuition - County		$5,000		$8,200		$10,400		$23,600

		Total Revenue		$5,250		$8,610		$10,920		$24,780

		Expenses

		Inside teachers		4,000		4,000		4,000		$12,000

		Outside teachers		0		3,840		5,760		$9,600

		Supplies		300		492		624		$1,416

		Software		200		200		200		$600

		Total Expenses		$4,500		$8,532		$10,584		$23,616

		Surplus/(Deficit)		$750		$78		$336		$1,164

		Cash Budget

				Month 1		Month 2		Month 3		Full Qtr.

		Beginning Balance		$0		($6,450)		($9,372)		$0

		Receipts

		Parent Tuition		250		410		520		$1,180

		County Contract				5,000		8,200		$13,200

		Total Receipts		250		5,410		8,720		$14,380

		Available Cash		250		(1,040)		(652)		$14,380

		Disbursements

		Salaries		4,000		7,840		9,760		$21,600

		Software		2,400						$2,400

		Supplies		300		492		624		$1,416

		Total Disbursements		6,700		8,332		10,384		$25,416

		Cash Surplus/(Shortfall)		($6,450)		($9,372)		($11,036)		($11,036)
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		Problem 3-21

		Inputs

		Number of rescues & placements		600

		Average length of stay (days)		10

		Daily feeding cost		$0.90

		Number of vet visits		1.2

		Cost per vet visit		$35

		Spay/neuter cost per dog		$45

		Kennel & related Equipment		$300,000

		Useful life of equipment (years)		20

		Adoption fee		$225

		Fringe benefits (% of salaries)		25%

		Extra Contributions (% of adoptions)		15%

		Average additional donation		$200

		Average annual fundraising		$40,000

		Flexible percentage		10%

		DNH OPERATING BUDGET

				Base Volume		Flexible + 10% Volume

		Revenue

		Adoption Fee		$135,000		$148,500				# dogs * fee

		Additional Contributions		18,000		19,800				# dogs * % placed * % extra donation

		Fund Raising		40,000		40,000				Fixed

		Total Revenue		$193,000		$208,300

		Expenses

		Salaries		$95,000		$95,000				Sum of salaries - all fixed

		Benefits		23,750		23,750				Benefit % * salaries

		Base Vet expenses		25,200		27,720				# dogs * visits * fee

		Spay/Neuter & Transport		27,000		29,700				# dogs * spay fee & transport cost

		Food		5,400		5,940				# dogs * days * cost of food per day

		Depreciation		15,000		15,000				Cost of kennel & equipment/life - fixed

		Total Expenses		$191,350		$197,110

		Profit/(Loss)		$1,650		$11,190

		Problem 3-22

		BIG C  BAND BUDGET

		Inputs

		Student tuition (per semester)		$500

		Semesters per year		2

		Student enrollment per semester		30

		Community members fees		$25

		Community members in band		30

		Concerts per year		4

		Average concert attendance		200

		Concert ticket price		$3

		Ticket & program costs (per attendee)		$0.75

		Concert Cleaning (per concert)		$100

		Student Ushers (per concert)		$50

		Concert Promotion (per concert)		$200

		Concer Insurance (per concert)		$75

		Graduate Assistant (per year)		$15,000

		Instrument Purchases		$14,000

		Useful life		5

				Number		Unit Cost

		Brass rental (per semester)		10		$90

		Woodwind rental (per semester)		15		$50

		Rehersal Space (per semester)		15		$250

		Music (per year)		30		$150

		Revenue

		Tuition		$30,000		30 students * $500 * 2 semesters

		Community Musicians		1,500		30 community musicians * $25 * 2 semseters

		Concert Revenues		2,400		4 concerts * 200 people * $3.00

		Total Revenue		$33,900

		Expenses

		Salaries		$15,000		1 Graduate Assistant * $15,000

		Instrument Rental		3,300		10 instruments * $90 * 2 semesters

		Instrument Depreciation		2,800		(Tuba $4000 + Bari $2,500 + Percussion $7,500)/5 years

		Music		4,500		30 arrangements * $150 each

		Rehearsal Space Rental		7,500		15 nights per semester $250 per night * 2 semesters

		Variable Concert Costs		600		$.75 per person * 200 people * 4 concerts

		Fixed Concert Costs		1,700		($100 cleaning + $50 student labor + $200 promotion

						+ $75 insurance) * 4 concerts

		Total Expenses		$35,400

		Surplus/(Deficit)		($1,500)
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		Problem 4-12

		Fixed Costs

		Depreciation		100,000

		Doctor

		Nurse

		Cooks

		Camp Director

		Step Fixed

		Counselors		1 to 10 campers

		Variable

		Food		$75 per week

		Transportation		$30 per trip

		Problem 4-15

						Line #

		Fixed Cost per week		$5,000		1

		Tuition per day		$15		2

		Supplies & Snacks per child-day		$5		3

		Days of Operation per week		5		4

		BEQ = (1/((2-3)*4)) = 5000/50		100

		Problem 4-31

		Total Cost		120,000

		Allocated Costs (not avoidable)		25,000

		Relevant Costs		95,000

		Problem 4-35

						Line #

		Fixed Costs		$10,000		1

		Variable Costs		$75		2

		Facility Capacity		500		3

		Part 1

		Variable revenue		$275		4

		BEQ = (1/(4-2) = (10000/(275-75))		50

		Part 2

		New variable revenue		$300		5

		Contribution Margin = 300 - 75		$225

		Part 3

		Profit		$100,000

		Price = (100000+10000+75*500)/500		$295

		Problem 4-43

		Fixed Costs

		Band		$750

		Museum		$600

		Caterer		$400

		Total Fixed Costs		$1,750

		Variable Costs

		Caterer		$20

		Quantity

		Attendees		250

		BE Price = (FC + VC*Q)/Q		$27

				%		VR		VC		CM		Weighted CM

		Students		75%		$25		$20		$5		$3.75

		Alumni		25%		$75		$20		$55		$13.75

		Total Contribution Margin										$17.50

		BEQ = (FC / WCM) = 1,750/17.50										100

		Mead Meals on Wheels

		Part 1

		Inputs

		Millbridge variable revenue		$32		P

		Meals per person		14

		Daily Kitchen Capacity - meals		9,600

		Daily/Weekly Kitchen capacity - people		4,800		Q

		Weekly Fixed Costs		$36,000		FC

		Break Even Variable Cost

		BE VC = (P*Q - FC) / Q                            = (32*4800-36,000)/4800		$24.50

		Millbridge variable revenue		$32.00

		Break Even Weekly Food Cost		$24.50

		Contract Bid versus Break Even		($0.50)

		Weekly food cost per person for budget		$24.00

		People Served		4800

		Weeks per Quarter		13

				Quarter One		Quarter Two		Quarter Three		Quarter Four

		Weekly Fixed Costs by Quarter		$38,000		$34,000		$35,000		$37,000

		Revised Budget

				Quarter One		Quarter Two		Quarter Three		Quarter Four		Annual Total

		Revenue		$1,996,800		$1,996,800		$1,996,800		$1,996,800		$7,987,200

		Fixed Costs		494,000		442,000		455,000		481,000		1,872,000

		Variable Food Costs		1,497,600		1,497,600		1,497,600		1,497,600		5,990,400

		Total Cost		$1,991,600		$1,939,600		$1,952,600		$1,978,600		$7,862,400

		Profit/(Loss)		$5,200		$57,200		$44,200		$18,200		$124,800
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		Problem 5-11

		PV		$8,000

		Interest Rate		3%		5%

		Number of Years		3

						Rate 1		Rate 2

		Beginning Balance				$8,000		$8,000

		Simple interest for 1 year				$240		$400

		Number of Years				3		3

		Total Interest				$720		$1,200

		Ending Balance				$8,720		$9,200

		Problem 5-19

		Input

		Price of Van (FV)		$50,000

		Number of Years		3

		Part a		Annually

		Annual Rate		6%

		Periods per Year		4

		Quarterly Rate (%I)		1.50%

		Periods for Model (N)		12

		Amount to Invest (PV)		($41,819.37)

		Part b

		Annual Rate		12%

		Quarterly Rate (%I)		3.00%

		Amount Invested Today (PV)		$35,000

		Periods for Model (N)		12

		Available Amount (FV)		$49,901.63

		Surpluss/(Shortfall)		($98.37)

		Part c

		Amount Invested Today (PV)		$37,000

		Price of Van (FV)		$50,000

		Periods for Model (N)		12

		Required Quarterly Rate (%I)		2.54%

		Part d

		Price of Van (FV)		$50,000

		Periods for Model (N)		36

		Annual Rate		8%

		Monthly Rate (%I)		0.67%

		Amount to be Invested (PV)		($39,362.73)

		Part e

		Price of Van (FV)		$50,000

		Annual Rate		8%

		Quarterly Rate (%I)		2.00%

		Periods for Model (N)		12

		Periodic Investment (PMT)		($3,727.98)

		Part f

		Amount Invested Today (PV)		$100,000

		Annual Rate		7%

		Monthly Rate (%I)		0.58%

		Desired Ending Balance (FV)		$1,000,000

		Time to Retirement (N)		395.879

		Time to retirement in Years		32.990

		Problem 5-20

		Number of Years		3

		Number of Months (N)		36

		Monthly Payment (PMT)		430

		Annual Interest Rate		9%

		Monthly Interest Rate (%I)		0.75%

		Cost of Snowplow (PV)		$13,522.13

		Problem 5-21

				High		Tight

		Initial Investment (PV)		$40,000		$85,000

		Monthly Monitoring (PMT)		$3,000		$1,200

		Useful Life in Years		3		3

		Useful Life in Months (N)		36		36

		Annual Discount Rate		12%		12%

		Monthly Discount Rate (%I)		1.00%		1.00%

		Initial Cost (PV)		$40,000.00		$85,000.00

		PV Cost of Monitoring (PV)		$90,322.52		$36,129.01

		Net Present Cost		$130,322.52		$121,129.01

		Problem 5-22

				French		Japanese

		Initial Investment (PV)		($275,000)		($195,000)

		Annual Operating Costs (PMT)		($10,000)		($15,000)

		Useful Life (N)		10		6

		Discount Rate (%I)		10%		10%

		Initial Cost (PV)		($275,000)		($195,000)

		PV Cost of Operating (PV)		($61,446)		($65,329)

		Net Present Cost		($336,446)		($260,329)

		Useful Life		10		6

		Annualized Cost (PMT)		$54,754.98		$59,773.44

		Problem 5-26

				Discount Rate				8%

				Year		Receipts		Disbursements		Net		PV

				0				1200000		-1200000		($1,200,000)

				1		1000000		500000		500000		$462,963

				2		925000		475000		450000		$385,802

				3		800000		450000		350000		$277,841

				4		750000		430000		320000		$235,210

				Net Present Value								$161,816

		Problem 5-27

		Amount of Pension (PMT)		$25,000

		Number of Years (N)		10

		Annual Return (%I)		6%

		Amount to be Invested (PV)		($184,002.18)

		Problem 5-28

		Working Life Calculations

		Amount of Gift (PV)				$20,000

		Annual IRA Contribution (PMT)				$2,000

		Expected return (%I)				10%

		Years to Retirement (N)				34

		Amount Available at Retirement (FV)				$1,001,906.79

		Retirement Calculations

		Amount Available at Retirement				$1,001,906.79

		Years to be Funded				30

		Months to be Funded (N)				360

		Expected Annual Return After Retirement				8.00%

		Expected Monthly Return After Retirement (%I)				0.67%

		Monthly Retirement Income (PMT)				$7,351.64

		Problem 5-29

				Year		Lease		Buy

				0		($2,500)		($31,000)

				1		($7,700)		($2,250)

				2		($7,700)		($2,250)

				3		($7,700)		($2,250)

				4		($7,700)		($2,250)

				5				($2,250)

				6				$7,750

		Discount Rate				8%		8%

		Useful Life				4		6

		Length of Annuity				4		5

		PV of Initial Investment				($2,500)		($31,000)

		PV of Lease/Ownership Annuity				($25,503)		($8,984)

		PV of Last year of Ownership						$4,883.81

		Net Present Cost				($28,003)		($35,100)

		Annualized Cost (PMT)				$8,454.80		$7,592.62

				Year		Lease		PV		Buy		PV

				0		($2,500)		($2,500.0)		($31,000)		($31,000.0)

				1		($7,700)		($7,129.6)		($2,250)		($2,083.3)

				2		($7,700)		($6,601.5)		($2,250)		($1,929.0)

				3		($7,700)		($6,112.5)		($2,250)		($1,786.1)

				4		($7,700)		($5,659.7)		($2,250)		($1,653.8)

				5						($2,250)		($1,531.3)

				6						$7,750		$4,883.8

				Net Present Cost				($28,003.4)				($35,099.8)

				Discount Rate				8%				8%

				Useful Life				4				6

				Annualized Cost				$8,454.80				$7,592.62

		Problem 5-30

				Reimbursement per run				$50

				Runs per year				200

				Annual Maintenance				$1,000

				Cost of Ambulence				$60,000

				Discount Rate				6%

				Period		Inflows		Outflows		Net		PV

				0				($60,000)		($60,000)		($60,000)

				1		$10,000		(1,000)		9,000		$8,491

				2		$10,000		(1,000)		9,000		$8,010

				3		$10,000		(1,000)		9,000		$7,557

				4		$10,000		(1,000)		9,000		$7,129

				5		$10,000		(1,000)		9,000		$6,725

				Net Present Value								($22,089)

				PV of Acquisition Outflow						($60,000)

				Net Inflow Annuity						9,000

				Discount Rate						6%

				Length of Annuity						5

				PV of Annuity						$37,911

				Net Present Value						($22,089)
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		Problem 6-8

		Par Value (FV)				$5,000,000

		Interest Payments per year				2

		Term in Years				30

		Number of Coupons (N)				60

		Coupon Rate				6.00%

		Semi-Annual Rate				3.00%

		Part 1

		Semi-Annual Interest (PMT)				$150,000

		Part 2-a

		Market rate				6.00%

		Semi Annual Market Rate		(%I)		3.00%

		Bond Value (PV)				$5,000,000

		Part 2-b

		Market rate				5.80%

		Semi Annual Market Rate (%I)				2.90%

		Bond Value (PV)				$5,141,393

		Problem 6-9

		Par Value (FV)				$100,000,000

		Interest Payments per year				2

		Remaining Years				20

		Number of Remaining Coupons (N)				40

		Coupon Rate				6.00%

		Semi-Annual Rate				3.00%

		Semi-Annual Interest (PMT)				$3,000,000

		Market rate				4.60%

		Semi Annual Market Rate (%I)				2.30%

		Bond Value (PV)				($118,178,893)

		Problem 6-10

		Amount Borrowed (PV)				$5,650

		Annual Interest Rate (%I)				12%

		Number of Payments (N)				12

		Mortgage Payment (PMT)				($912.12)

		Problem 6-11

		Annual Lease Payment (PMT)				$1,000

		Number of Payments (N)				8

		Annual Interest Rate (%I)				9%

		Payment Type = 0 "end of period"				0

		PV of lease obligations				$5,534.82

		Payment Type = 1 "beginning of period)				1

		PV of lease obligations				$6,032.95

		Cost to Bank				$498.13

		Problem 6-15

		Proceeds to HOS (PV)				$2,264.45

		Annual Interest Rate				4.00%

		Compounding Periods per Year				2

		Interest Rate per Componding Period (%I)				2.00%

		Number of Years				20

		Number of Compounding Periods (N)				40

		Value of Bond at Maturity (FV)				$5,000.00

		Mead Meals on Wheels

		New Capacity (in meals)				10,400

		Old Capacity (in meals)				9,600

		Marginal Increase in Capacity (in meals)				800

		Marginal Capacity in People per Week				400

		Break Even Food Costs				$24.50

		Amount of New Bid below Break Even				$1.25

		"New" Food Costs per Marginal person				$23.25

		Revenue per "Marginal" Person				$32.00

		Cost of New Equipment				$625,000

		Cost of Capital				12%

		Useful Life of Equipment				5

						Per Person		Per Week		Per Qtr		Per Year

		Marginal People Fed						400		400		400

		Number of Weeks in Period						1		13		52

		Cash Flow from Contract				$32.00		$12,800		$166,400		$665,600

		Cost of Food				$23.25		$9,300		$120,900		$483,600

		Marginal Contribution per person				$8.75		$3,500		$45,500		$182,000

						Per Week		Per Qtr		Per Year

		Capital Budgeting Analysis

		Cash Outflow  (In Period 0)				($625,000)		($625,000)		($625,000)

		Net cash Inflow (PMT)				$3,500		$45,500		$182,000

		Number of Periods (N)				260		20		5

		Compounding Periods per Year				52		4		1

		Cost of Capital (%I)				0.2308%		3.0000%		12.0000%

		Present Value of Net Inflows (PV)				$683,727		$676,925		$656,069

		Net Present Value				$58,727		$51,925		$31,069

		Part 3

		Cost of New Equipment				$625,000

		Residual Value of Equipment as %				10%

		Residual Value in $				$62,500

		Depreciable Base				$562,500

		Useful Life of Equipment in Years				5

		Useful Life of Equipment in Quarters				20

		Quarterly Depreciation				$28,125

		Interest Rate for Loan				12%

		Annual Interest for the 1st Year				$75,000

		Quarterly Interest for the 1st Year				$18,750

		Weekly Revenue Per Person				$32.00

		Weekly Food Cost per Person				$23.25

				Quarter One		Quarter Two		Quarter Three		Quarter Four

		Original Weekly Fixed Costs		$38,000		$34,000		$35,000		$37,000

		Incremental Weekly Fixed Costs		$2,000		$0		$0		$0

		Total Weekly Fixed Costs		$40,000		$34,000		$35,000		$37,000

		Total People Fed		5,200		5,200		5,200		5,200

		Weeks per Quarter		13		13		13		13

		Revised Operating Budget		Quarter One		Quarter Two		Quarter Three		Quarter Four		Full Year

		Revenue		$2,163,200		$2,163,200		$2,163,200		$2,163,200		$8,652,800

		Total Revenue		$2,163,200		$2,163,200		$2,163,200		$2,163,200		$8,652,800

		Expenses

		Food		$1,571,700		$1,571,700		$1,571,700		$1,571,700		$6,286,800

		Depreciation		$28,125		$28,125		$28,125		$28,125		$112,500

		Interest		$18,750		$18,750		$18,750		$18,750		$75,000

		Fixed Expenses		$520,000		$442,000		$455,000		$481,000		$1,898,000

		Total Expenses		$2,138,575		$2,060,575		$2,073,575		$2,099,575		$8,372,300

		Surplus/(Deficit)		$24,625		$102,625		$89,625		$63,625		$280,500
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		Problem 7-30

		Discount as %				1%

		Discounted Price % ( 1 - Discount)				99%

		Ratio				0.0101		A

		Days in Year				365

		Days Sooner				20

		Ratio				18.25		B

		Implicit Rate = (A * B)				18.434%

		Problem 7-31

		AnnualPayroll		$80,000,000

		Original Payroll Periods		24

		Payroll per Period		$3,333,333

		Interest Earned		6%

		Each Month		Number of Deferral periods		Length of Deferral (in years)		Amount Deferred		Interest Savings

		Pay 1		1		0.0417		$3,333,333		$8,333

		Pay 2		0		0.0000		0		$0

		Monthly Savings								$8,333

		Months per Year								12

		Annual Savings								$100,000

		Problem 7-32

		Amount Borrowed		$28,000		A

		Annual Interest Rate		7%		B

		Months Outstanding		3

		Percentage of a Year		25%		C

		Interest = A * B * C		$490

		Principal		$28,000

		Total Repaid		$28,490
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		Problem 8-26

		Actual Total Hours		6,000

		Actuual Hours Per Dog		9.38

		Labor Cost		Actual		Budget		Variance

		Volume (Dogs)		640		500		U

		Quantity (Hours)		9.375		10		F

		Cost (Salary)		$16		$20		F

		Total		$96,000		$100,000		F

		Total Variance		($4,000)		F

		Flexible Variance		Actual Change in Cost		Change in Quantity		Change in Volume		Budget

		Volume (Dogs)		640		640		640		500

		Quantity (Hours)		9.375		9.375		10		10

		Cost (Salary)		$16		$20		$20		$20

		Total		$96,000		$120,000		$128,000		$100,000

		Total Variance		($4,000)		F

		Volume Variance		28,000		U

		Quantity Variance		(8,000)		F

		Cost Variance		(24,000)		F

		Total Variance		(4,000)		F

		Problem 8-27

		Labor Cost		Actual		Budget		Variance

		Volume (Trials)		150		125		U

		Quantity (Hours)		8		10		F

		Cost (Salary)		$25		$20		U

		Total		$30,000		$25,000		U

		Total Variance		$5,000		U

		Flexible Variance		Actual Change in Cost		Change in Quantity		Change in Volume		Budget

		Volume (Dogs)		150		150		150		125

		Quantity (Hours)		8		8		10		10

		Cost (Salary)		$25		$20		$20		$20

		Total		$30,000		$24,000		$30,000		$25,000

		Total Variance		$5,000		U

		Volume Variance		5,000		U

		Quantity Variance		(6,000)		F

		Cost Variance		6,000		U

		Total Variance		5,000		U

		Gore Mountain Case

		Question 1

		State Subsidy				$2,000,000

		Expected Skier Days				292,500

		Percent Taking Lessons				10%

		Price for a Lesson				$90

		Daily Food Purchases				$4

		Food Costs as % of Food Revenue				40%

		General Management				$1,800,000

		Benefits as % of Salaries				30%

		Daily Insurance Costs				$15,000

		Expected Days of Operation				130

		Energy Costs				$2,240,000

		Flexible Percentage				-5%

						Weekend		Midweek

		Skier Mix				45%		55%

		Average Ticket Price				$53.70		$46.50

						Number		Days		Hours		Wage

		Instructors & Patrol				275		100		7		$20

		Lift Attendants etc.				140		130		10		$18

		Kitchen Staff				50		130		8		$12

		Equipment & Fuel Costs				60		130		6		$65

		Revenue				Base		Minus 5%		F or V

		Lift Ticket Sales

		Weekend				$7,068,263		$6,714,849		V

		Midweek				$7,480,688		$7,106,653		V

		Lessons				$2,632,500		$2,500,875		V

		Food Sales				$1,170,000		$1,111,500		V

		State Subsidy				$2,000,000		$2,000,000		F

		Total Revenue				$20,351,450		$19,433,878

		Expenses

		Salaries

		Management				$1,800,000		$1,800,000		F

		Instructors & Patrol				$3,850,000		$3,657,500		V

		Lift Attendants etc.				$3,276,000		$3,276,000		F

		Kitchen Staff				$624,000		$624,000		F

		Total Salaries				$9,550,000		$9,357,500

		Benefits				$2,865,000		$2,807,250		Partial V

		Energy				$2,240,000		$2,240,000		F

		Fuel & Equipment				$3,042,000		$3,042,000		F

		Food Costs				$468,000		$444,600		V

		Insurance				$1,950,000		$1,852,500		V

		Total Expenses				$20,115,000		$19,743,850

		Profit/(Loss)				$236,450		($309,973)

		Question 2

						Number		Hours		Wage		Total Cost

		Manager				1		6		$30		$180

		Instructors/Child care				4		6		$20		$480

		Total Fixed Costs (FC)										$660

		Daily Fee				$109

		Food				$9

		Contribution Margin (CM)				$100

		Break Even = FC / CM				6.60

		Number of Children Needed				7

		Question 3

		Reduction in Energy Bill %				25%

		Reduction in Energy Bill $				$560,000

		Useful Life in years				15

		Cost of Equipment				$4,100,000

		One-time Maintenance Cost				$750,000

		Year of Maintenance Outlay				7

		Cost of Capital				8%

		PV of Acquisition Cost				($4,100,000)

		PV of Maintenance Outlay				($437,618)

		PV of Savings Annuity				$4,793,308

		NPV				$255,690

		Question 4

		Cost of Capital				8%

						Big-Mouth		Whisper

		Acquisition Cost				$850,000		$600,000

		Operating Annuity				$35,000		$50,000

		Useful Lives				15		10

		PV Of Annuity				$299,582		$335,504

		Net Present Cost				$1,149,582		$935,504

		Annualized Cost				$134,305		$139,418

		Question 5

						Actual - Change in Price		Change in Quantity		Change in Volume		Budget

		Volume (Days Open)				115		115		115		125

		Quantity (Skiers per Day)				2,400		2,400		2,250		2,250

		Price (Price per Skier/Day)				$49.50		$49.75		$49.75		$49.75

		Total Revenue				$13,662,000		$13,731,000		$12,872,813		$13,992,188

		Total Variance				($330,188)		U

		Volume Variance				($1,119,375)		U

		Quantity Variance				$858,188		F

		Price Variance				($69,000)		U

		Total Variance				($330,188)		U
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				Assets								Liabilities				NA		Check

				Cash		Inventory		Website		PP&E		AP		NP

		Beginning Balance		$0		$0		$0		$0		$0		$0		$0		$0

		1. Borrowed Money		$20,000										$20,000				$0

		2. Bought Website		($1,000)				$1,000										$0

		3. Bought Finance Guides				$5,000						$5,000						$0

		4. Bought Office Equipment		($4,000)						$4,000								$0

		5. Contract - No Transaction																$0

		Sub Total		$15,000		$5,000		$1,000		$4,000		$5,000		$20,000		$0		$0

		Ending Balance		$15,000		$5,000		$1,000		$4,000		$5,000		$20,000		$0		$0

		Balance Sheet		End of Last Year		End of This Year

		Assets

		Short-Term Assets

		Cash		$0		$15,000

		Inventory		$0		$5,000

		Total Short-Term Assets		$0		$20,000

		Long Term Assets

		Website		$0		$1,000

		PP&E - Equipment		$0		$4,000

		Total Long-Term Assets		$0		$5,000

		Total Assets		$0		$25,000

		Liabilities

		Accounts Payable		$0		$5,000

		Total Short-Term Liabilities		$0		$5,000

		Long-Term Liabilities

		Notes Payable		$0		$20,000

		Total Long-term Liabilities		$0		$20,000

		Total Liabilities		$0		$25,000

		Net Assets

		Unrestricted Net Assets		$0		$0

		Total Net Assets		$0		$0

		Total Liabilities & Net Assets		$0		$25,000
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		Problem 10-15

				Assets																Liabilities						Temporary						Chk

		Account Titles		Cash		A/R		AU A/R		P/R		Inv.		Dep.		PP&E		Acc. Dep.		A/P		W/P		N/P		Rev.		Exp.		NA

		Beginning Balance		80,000		6,000				320,000						550,000				2,000		2,000		250,000						702,000		0

		1. Equipment Order

		2. Collected Pledge		100,000						(100,000)																						0

		3. Bought Books		(20,000)								35,000								15,000												0

		4. Equipment Deposit		(30,000)										30,000																		0

		5. Received Equipment		(50,000)										(30,000)		80,000																0

		6. Admissions Rev.		74,000																						74,000						0

		7A. Wage Expense																				73,000						(73,000)				0

		7B. Wage Payments		(68,000)																		(68,000)										0

		8A. Book Sales		50,000		3,000																				53,000						0

		8B. Collected A/R		6,000		(6,000)																										0

		8C. Book Expense										(32,000)																(32,000)				0

		9A. Note Principal		(127,000)																				(127,000)								0

		9B. Note Interest		(7,000)																								(7,000)				0

		10. Depreciation Exp.																(60,000)										(60,000)				0

		11A. Bad Debt Exp.						(1,000)																				(1,000)				0

		11B. Bad Debt W/O				(1,000)		1,000

		Subtotal		(72,000)		(4,000)		0		(100,000)		3,000		0		80,000		(60,000)		15,000		5,000		(127,000)		127,000		(173,000)				0

		Ending Balance		8,000		2,000		0		220,000		3,000		0		630,000		(60,000)		17,000		7,000		123,000		127,000		(173,000)		702,000		0

		Problem 10-16

		Revenue

		Admissions		$74,000

		Book Sales		$53,000

		Total Revenue		$127,000

		Expenses

		Wages		$73,000

		Inventory		$32,000

		Interest		$7,000

		Bad Debt		$1,000

		Depreciation		$60,000

		Total Expenses		$173,000

		Surplus/(Deficit)		($46,000)

		Assets		Last Year		This Year

		Cash		$80,000		$8,000

		Accounts Receivable (Net)		$6,000		$2,000

		Pledges Receivable		$320,000		$220,000

		Inventory		$0		$3,000

		Total Short-Term Assets		$406,000		$233,000

		PP&E - Net		$550,000		$570,000

		Total Long-Term Assets		$550,000		$570,000

		Total Assets		$956,000		$803,000

		Liabilities

		Accounts Payable		$2,000		$17,000

		Wages Payable		$2,000		$7,000

		Total Short-Term Liabilities		$4,000		$24,000

		Notes Payable		$250,000		$123,000

		Total Long-Term Liabilities		$250,000		$123,000

		Total Liabilities		$254,000		$147,000

		Net Assets

		Unrestricted		$372,000		$326,000

		Temporarily Restricted		$30,000		$30,000

		Permanently Restricted		$300,000		$300,000

		Total Net Assets		$702,000		$656,000

		Total Liabilities & Net Assets		$956,000		$803,000

		Cash Flow from Operations

		Change in Net Assets		($46,000)

		Add Back Depreciation		$60,000

		Add Decrease in A/R		4,000

		Add decrease in P/R		100,000

		Subtract Increase in Inventory		(3,000)

		Add Increase in A/P		15,000

		Add Increase in W/P		5,000

		Cash Flow From Operations		$135,000

		Cash Flow From Investing

		Subtract Increase in PP&E		($80,000)

		Cash Flow from Investing		($80,000)

		Cash Flow From Financing

		Subtract Decrease in N/P		($127,000)

		Cash Flow from Financing		($127,000)

		Net Cash Flow		($72,000)

		Beginning Cash Balance		$80,000

		Ending Cash Balance		$8,000

		Problem 10-17

		Beginning Balance & Purchases		Amount		Price		Total

		January 1 - Start of Year		1,000		$17		$17,000

		January 2 - Purchases		300		$21		$6,300

		July 1 - Purchases		500		$23		$11,500

		Total Inventory Value						$34,800

		Inventory Use

		January 1 to June 30th		800

		July 1 to December 31		400

		Total Use		1,200

		LIFO

		500 Units @ $23		$11,500

		300 Units @ $21		$6,300

		400 Units @ $17		$6,800

		Total Inventory Expense		$24,600

		Total Inventory Value		$34,800

		Ending Inventory Value		$10,200

		FIFO

		1,000 Units @ $17		$17,000

		200 Units @ $21		$4,200

		Total Inventory Expense		$21,200

		Total Inventory Value		$34,800

		Ending Inventory Value		$13,600
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		Problem 2-17

		Cash Budget						Operating Budget

		Beginning Balance		$0				NO BEGINNING BALANCE

		Cash Inflows						Revenues

		Phone Sales		$15,000				Phone Sales		$20,000

		Cash Outflows						Expenses

		Phones Activation		$16,000				Phones activation		$18,000

		Ending Balance		-$1,000				Profit/(Loss)		$2,000

		PROBLEM 2-20

		Building Salvage as %		0%

		Equipment Salvage as %		20%

								Depreciable Base		Useful		Annual

				Cost		Salvage		(Cost - Salvage)		Life		Depreciation

		Building:		40,000,000		0		40,000,000		40		$1,000,000

		Equipment:		6,000,000		1,200,000		4,800,000		10		$480,000

		Total										$1,480,000

		Problem 2-21

				Billings

				January		February		March		April

				220,000		200,000		240,000		230,000

				Month of Service		Month After Service

		Collections as % of Billings		25%		75%

		Operating Budget				March				Cash Budget				March

		Total Revenue				$   240,000				Beginning Balance				$   26,000

		Expenses								Cash Receipts

		Payroll				$   160,000				February Billings				$   150,000

		Supplies				48,000				March Billings				60,000

		Depreciation				12,000				Total Collections				$   210,000

		Interest				6,000				Total Cash Available				$   236,000

		Total Expenses				$   226,000

										Disbursements

		Profit/(Loss)				$   14,000				Payroll Payment				$   170,000

										Supply Payments				45,000

										Building Acquisition				$   250,000

										Total Disbursements				$   465,000

		Capital Budget

		Building Acquisition				$   250,000				Cash Surplus/(Shortfall)				$   (229,000)

		Mortgage				$   250,000				Borrowing/(Repayment)				250,000

										Ending Cash Balance				$   21,000

		Government Budgeting Problem

		Assessed Valuation		300,000,000

		Exempt Properties		5,000,000

		Tax Delinquency rate		10%

		General Fund Need		3,500,000

		Amount drawn from Rainy-Day Fund		500,000

				300,000,000

		Less: Exempt  Property		5,000,000

		Property Subject to Taxation		295,000,000		# 1

		Amount Needed		3,500,000

		Less: Amount drawn from Rainy-Day Fund		500,000

		Adjusted Taxes to be Billed		3,000,000

		Plus: Uncollectible taxes		333,333

		Total value of tax bills to be sent		3,333,333		# 2

		Tax Rate (# 2 / # 1)		0.011299		# 3

		Mill rate ( # 3 * 1000)		$11.299

		Problem 2-31

				Q1		Q2		Q3		Q4

		Sources of Revenue

		Contributions		25,000		35,000		35,000		50,000

		Federal Grants		250,000		375,000		350,000		250,000

		City Contracts		240,000		300,000		320,000		360,000

		Total Revenue		$515,000		$710,000		$705,000		$660,000

		Collections by Quarter and Source		Same Qtr.		One Qtr. Later		Two Qtrs. Later		Three Qtrs. Later

		Contributions		100%

		Federal Grants				100%

		City Contracts				25%		25%		50%

		Collections		4th Quarter

		Contributions		50,000

		Federal Grants		350,000

		City Contracts

		3rd Qtr		80,000

		2nd Qtr.		75,000

		1st Qtr.		120,000

		Total City Contracts		275,000

		Total Collections		$675,000

		Problem 2-32

				Month 1		Month 2		Month 3

		Students		25		41		52

		Student to teacher ratio		5		5		5

		Number of teachers		5		8.2		10.4

		Whole number of teachers		5		9		11

		Number of inside teachers		5		5		5

		Number of outside teachers		0		4		6

		Tutoring sessions per month		8		8		8

		Hours per session		2		2		2

		Teacher Hours

		Inside		80		80		80

		Outside		0		64		96

		Unit Revenues

		Monthly parent tuition		$10

		Monthly County tuition		$200

		Unit Costs

		Inside teachers per hour		$50

		Outside teachers per hour		$60

		Software per year		$2,400

		Supplies per student per session		$1.50

		Operating Budget

				Month 1		Month 2		Month 3		Full Qtr.

		Revenue

		Tuition - Parents		$250		$410		$520		$1,180

		Tuition - County		$5,000		$8,200		$10,400		$23,600

		Total Revenue		$5,250		$8,610		$10,920		$24,780

		Expenses

		Inside teachers		4,000		4,000		4,000		$12,000

		Outside teachers		0		3,840		5,760		$9,600

		Supplies		300		492		624		$1,416

		Software		200		200		200		$600

		Total Expenses		$4,500		$8,532		$10,584		$23,616

		Surplus/(Deficit)		$750		$78		$336		$1,164

		Cash Budget

				Month 1		Month 2		Month 3		Full Qtr.

		Beginning Balance		$0		($6,450)		($9,372)		$0

		Receipts

		Parent Tuition		250		410		520		$1,180

		County Contract				5,000		8,200		$13,200

		Total Receipts		250		5,410		8,720		$14,380

		Available Cash		250		(1,040)		(652)		$14,380

		Disbursements

		Salaries		4,000		7,840		9,760		$21,600

		Software		2,400						$2,400

		Supplies		300		492		624		$1,416

		Total Disbursements		6,700		8,332		10,384		$25,416

		Cash Surplus/(Shortfall)		($6,450)		($9,372)		($11,036)		($11,036)





Chapter 3

		Problem 3-21

		Inputs

		Number of rescues & placements		600

		Average length of stay (days)		10

		Daily feeding cost		$0.90

		Number of vet visits		1.2

		Cost per vet visit		$35

		Spay/neuter cost per dog		$45

		Kennel & related Equipment		$300,000

		Useful life of equipment (years)		20

		Adoption fee		$225

		Fringe benefits (% of salaries)		25%

		Extra Contributions (% of adoptions)		15%

		Average additional donation		$200

		Average annual fundraising		$40,000

		Flexible percentage		10%

		DNH OPERATING BUDGET

				Base Volume		Flexible + 10% Volume

		Revenue

		Adoption Fee		$135,000		$148,500				# dogs * fee

		Additional Contributions		18,000		19,800				# dogs * % placed * % extra donation

		Fund Raising		40,000		40,000				Fixed

		Total Revenue		$193,000		$208,300

		Expenses

		Salaries		$95,000		$95,000				Sum of salaries - all fixed

		Benefits		23,750		23,750				Benefit % * salaries

		Base Vet expenses		25,200		27,720				# dogs * visits * fee

		Spay/Neuter & Transport		27,000		29,700				# dogs * spay fee & transport cost

		Food		5,400		5,940				# dogs * days * cost of food per day

		Depreciation		15,000		15,000				Cost of kennel & equipment/life - fixed

		Total Expenses		$191,350		$197,110

		Profit/(Loss)		$1,650		$11,190

		Problem 3-22

		BIG C  BAND BUDGET

		Inputs

		Student tuition (per semester)		$500

		Semesters per year		2

		Student enrollment per semester		30

		Community members fees		$25

		Community members in band		30

		Concerts per year		4

		Average concert attendance		200

		Concert ticket price		$3

		Ticket & program costs (per attendee)		$0.75

		Concert Cleaning (per concert)		$100

		Student Ushers (per concert)		$50

		Concert Promotion (per concert)		$200

		Concer Insurance (per concert)		$75

		Graduate Assistant (per year)		$15,000

		Instrument Purchases		$14,000

		Useful life		5

				Number		Unit Cost

		Brass rental (per semester)		10		$90

		Woodwind rental (per semester)		15		$50

		Rehersal Space (per semester)		15		$250

		Music (per year)		30		$150

		Revenue

		Tuition		$30,000		30 students * $500 * 2 semesters

		Community Musicians		1,500		30 community musicians * $25 * 2 semseters

		Concert Revenues		2,400		4 concerts * 200 people * $3.00

		Total Revenue		$33,900

		Expenses

		Salaries		$15,000		1 Graduate Assistant * $15,000

		Instrument Rental		3,300		10 instruments * $90 * 2 semesters

		Instrument Depreciation		2,800		(Tuba $4000 + Bari $2,500 + Percussion $7,500)/5 years

		Music		4,500		30 arrangements * $150 each

		Rehearsal Space Rental		7,500		15 nights per semester $250 per night * 2 semesters

		Variable Concert Costs		600		$.75 per person * 200 people * 4 concerts

		Fixed Concert Costs		1,700		($100 cleaning + $50 student labor + $200 promotion

						+ $75 insurance) * 4 concerts

		Total Expenses		$35,400

		Surplus/(Deficit)		($1,500)
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		Problem 4-12

		Fixed Costs

		Depreciation		100,000

		Doctor

		Nurse

		Cooks

		Camp Director

		Step Fixed

		Counselors		1 to 10 campers

		Variable

		Food		$75 per week

		Transportation		$30 per trip

		Problem 4-15

						Line #

		Fixed Cost per week		$5,000		1

		Tuition per day		$15		2

		Supplies & Snacks per child-day		$5		3

		Days of Operation per week		5		4

		BEQ = (1/((2-3)*4)) = 5000/50		100

		Problem 4-31

		Total Cost		120,000

		Allocated Costs (not avoidable)		25,000

		Relevant Costs		95,000

		Problem 4-35

						Line #

		Fixed Costs		$10,000		1

		Variable Costs		$75		2

		Facility Capacity		500		3

		Part 1

		Variable revenue		$275		4

		BEQ = (1/(4-2) = (10000/(275-75))		50

		Part 2

		New variable revenue		$300		5

		Contribution Margin = 300 - 75		$225

		Part 3

		Profit		$100,000

		Price = (100000+10000+75*500)/500		$295

		Problem 4-43

		Fixed Costs

		Band		$750

		Museum		$600

		Caterer		$400

		Total Fixed Costs		$1,750

		Variable Costs

		Caterer		$20

		Quantity

		Attendees		250

		BE Price = (FC + VC*Q)/Q		$27

				%		VR		VC		CM		Weighted CM

		Students		75%		$25		$20		$5		$3.75

		Alumni		25%		$75		$20		$55		$13.75

		Total Contribution Margin										$17.50

		BEQ = (FC / WCM) = 1,750/17.50										100

		Mead Meals on Wheels

		Part 1

		Inputs

		Millbridge variable revenue		$32		P

		Meals per person		14

		Daily Kitchen Capacity - meals		9,600

		Daily/Weekly Kitchen capacity - people		4,800		Q

		Weekly Fixed Costs		$36,000		FC

		Break Even Variable Cost

		BE VC = (P*Q - FC) / Q                            = (32*4800-36,000)/4800		$24.50

		Millbridge variable revenue		$32.00

		Break Even Weekly Food Cost		$24.50

		Contract Bid versus Break Even		($0.50)

		Weekly food cost per person for budget		$24.00

		People Served		4800

		Weeks per Quarter		13

				Quarter One		Quarter Two		Quarter Three		Quarter Four

		Weekly Fixed Costs by Quarter		$38,000		$34,000		$35,000		$37,000

		Revised Budget

				Quarter One		Quarter Two		Quarter Three		Quarter Four		Annual Total

		Revenue		$1,996,800		$1,996,800		$1,996,800		$1,996,800		$7,987,200

		Fixed Costs		494,000		442,000		455,000		481,000		1,872,000

		Variable Food Costs		1,497,600		1,497,600		1,497,600		1,497,600		5,990,400

		Total Cost		$1,991,600		$1,939,600		$1,952,600		$1,978,600		$7,862,400

		Profit/(Loss)		$5,200		$57,200		$44,200		$18,200		$124,800
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		Problem 5-11

		PV		$8,000

		Interest Rate		3%		5%

		Number of Years		3

						Rate 1		Rate 2

		Beginning Balance				$8,000		$8,000

		Simple interest for 1 year				$240		$400

		Number of Years				3		3

		Total Interest				$720		$1,200

		Ending Balance				$8,720		$9,200

		Problem 5-19

		Input

		Price of Van (FV)		$50,000

		Number of Years		3

		Part a		Annually

		Annual Rate		6%

		Periods per Year		4

		Quarterly Rate (%I)		1.50%

		Periods for Model (N)		12

		Amount to Invest (PV)		($41,819.37)

		Part b

		Annual Rate		12%

		Quarterly Rate (%I)		3.00%

		Amount Invested Today (PV)		$35,000

		Periods for Model (N)		12

		Available Amount (FV)		$49,901.63

		Surpluss/(Shortfall)		($98.37)

		Part c

		Amount Invested Today (PV)		$37,000

		Price of Van (FV)		$50,000

		Periods for Model (N)		12

		Required Quarterly Rate (%I)		2.54%

		Part d

		Price of Van (FV)		$50,000

		Periods for Model (N)		36

		Annual Rate		8%

		Monthly Rate (%I)		0.67%

		Amount to be Invested (PV)		($39,362.73)

		Part e

		Price of Van (FV)		$50,000

		Annual Rate		8%

		Quarterly Rate (%I)		2.00%

		Periods for Model (N)		12

		Periodic Investment (PMT)		($3,727.98)

		Part f

		Amount Invested Today (PV)		$100,000

		Annual Rate		7%

		Monthly Rate (%I)		0.58%

		Desired Ending Balance (FV)		$1,000,000

		Time to Retirement (N)		395.879

		Time to retirement in Years		32.990

		Problem 5-20

		Number of Years		3

		Number of Months (N)		36

		Monthly Payment (PMT)		430

		Annual Interest Rate		9%

		Monthly Interest Rate (%I)		0.75%

		Cost of Snowplow (PV)		$13,522.13

		Problem 5-21

				High		Tight

		Initial Investment (PV)		$40,000		$85,000

		Monthly Monitoring (PMT)		$3,000		$1,200

		Useful Life in Years		3		3

		Useful Life in Months (N)		36		36

		Annual Discount Rate		12%		12%

		Monthly Discount Rate (%I)		1.00%		1.00%

		Initial Cost (PV)		$40,000.00		$85,000.00

		PV Cost of Monitoring (PV)		$90,322.52		$36,129.01

		Net Present Cost		$130,322.52		$121,129.01

		Problem 5-22

				French		Japanese

		Initial Investment (PV)		($275,000)		($195,000)

		Annual Operating Costs (PMT)		($10,000)		($15,000)

		Useful Life (N)		10		6

		Discount Rate (%I)		10%		10%

		Initial Cost (PV)		($275,000)		($195,000)

		PV Cost of Operating (PV)		($61,446)		($65,329)

		Net Present Cost		($336,446)		($260,329)

		Useful Life		10		6

		Annualized Cost (PMT)		$54,754.98		$59,773.44

		Problem 5-26

				Discount Rate				8%

				Year		Receipts		Disbursements		Net		PV

				0				1200000		-1200000		($1,200,000)

				1		1000000		500000		500000		$462,963

				2		925000		475000		450000		$385,802

				3		800000		450000		350000		$277,841

				4		750000		430000		320000		$235,210

				Net Present Value								$161,816

		Problem 5-27

		Amount of Pension (PMT)		$25,000

		Number of Years (N)		10

		Annual Return (%I)		6%

		Amount to be Invested (PV)		($184,002.18)

		Problem 5-28

		Working Life Calculations

		Amount of Gift (PV)				$20,000

		Annual IRA Contribution (PMT)				$2,000

		Expected return (%I)				10%

		Years to Retirement (N)				34

		Amount Available at Retirement (FV)				$1,001,906.79

		Retirement Calculations

		Amount Available at Retirement				$1,001,906.79

		Years to be Funded				30

		Months to be Funded (N)				360

		Expected Annual Return After Retirement				8.00%

		Expected Monthly Return After Retirement (%I)				0.67%

		Monthly Retirement Income (PMT)				$7,351.64

		Problem 5-29

				Year		Lease		Buy

				0		($2,500)		($31,000)

				1		($7,700)		($2,250)

				2		($7,700)		($2,250)

				3		($7,700)		($2,250)

				4		($7,700)		($2,250)

				5				($2,250)

				6				$7,750

		Discount Rate				8%		8%

		Useful Life				4		6

		Length of Annuity				4		5

		PV of Initial Investment				($2,500)		($31,000)

		PV of Lease/Ownership Annuity				($25,503)		($8,984)

		PV of Last year of Ownership						$4,883.81

		Net Present Cost				($28,003)		($35,100)

		Annualized Cost (PMT)				$8,454.80		$7,592.62

				Year		Lease		PV		Buy		PV

				0		($2,500)		($2,500.0)		($31,000)		($31,000.0)

				1		($7,700)		($7,129.6)		($2,250)		($2,083.3)

				2		($7,700)		($6,601.5)		($2,250)		($1,929.0)

				3		($7,700)		($6,112.5)		($2,250)		($1,786.1)

				4		($7,700)		($5,659.7)		($2,250)		($1,653.8)

				5						($2,250)		($1,531.3)

				6						$7,750		$4,883.8

				Net Present Cost				($28,003.4)				($35,099.8)

				Discount Rate				8%				8%

				Useful Life				4				6

				Annualized Cost				$8,454.80				$7,592.62

		Problem 5-30

				Reimbursement per run				$50

				Runs per year				200

				Annual Maintenance				$1,000

				Cost of Ambulence				$60,000

				Discount Rate				6%

				Period		Inflows		Outflows		Net		PV

				0				($60,000)		($60,000)		($60,000)

				1		$10,000		(1,000)		9,000		$8,491

				2		$10,000		(1,000)		9,000		$8,010

				3		$10,000		(1,000)		9,000		$7,557

				4		$10,000		(1,000)		9,000		$7,129

				5		$10,000		(1,000)		9,000		$6,725

				Net Present Value								($22,089)

				PV of Acquisition Outflow						($60,000)

				Net Inflow Annuity						9,000

				Discount Rate						6%

				Length of Annuity						5

				PV of Annuity						$37,911

				Net Present Value						($22,089)
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		Problem 6-8

		Par Value (FV)				$5,000,000

		Interest Payments per year				2

		Term in Years				30

		Number of Coupons (N)				60

		Coupon Rate				6.00%

		Semi-Annual Rate				3.00%

		Part 1

		Semi-Annual Interest (PMT)				$150,000

		Part 2-a

		Market rate				6.00%

		Semi Annual Market Rate		(%I)		3.00%

		Bond Value (PV)				$5,000,000

		Part 2-b

		Market rate				5.80%

		Semi Annual Market Rate (%I)				2.90%

		Bond Value (PV)				$5,141,393

		Problem 6-9

		Par Value (FV)				$100,000,000

		Interest Payments per year				2

		Remaining Years				20

		Number of Remaining Coupons (N)				40

		Coupon Rate				6.00%

		Semi-Annual Rate				3.00%

		Semi-Annual Interest (PMT)				$3,000,000

		Market rate				4.60%

		Semi Annual Market Rate (%I)				2.30%

		Bond Value (PV)				($118,178,893)

		Problem 6-10

		Amount Borrowed (PV)				$5,650

		Annual Interest Rate (%I)				12%

		Number of Payments (N)				12

		Mortgage Payment (PMT)				($912.12)

		Problem 6-11

		Annual Lease Payment (PMT)				$1,000

		Number of Payments (N)				8

		Annual Interest Rate (%I)				9%

		Payment Type = 0 "end of period"				0

		PV of lease obligations				$5,534.82

		Payment Type = 1 "beginning of period)				1

		PV of lease obligations				$6,032.95

		Cost to Bank				$498.13

		Problem 6-15

		Proceeds to HOS (PV)				$2,264.45

		Annual Interest Rate				4.00%

		Compounding Periods per Year				2

		Interest Rate per Componding Period (%I)				2.00%

		Number of Years				20

		Number of Compounding Periods (N)				40

		Value of Bond at Maturity (FV)				$5,000.00

		Mead Meals on Wheels

		New Capacity (in meals)				10,400

		Old Capacity (in meals)				9,600

		Marginal Increase in Capacity (in meals)				800

		Marginal Capacity in People per Week				400

		Break Even Food Costs				$24.50

		Amount of New Bid below Break Even				$1.25

		"New" Food Costs per Marginal person				$23.25

		Revenue per "Marginal" Person				$32.00

		Cost of New Equipment				$625,000

		Cost of Capital				12%

		Useful Life of Equipment				5

						Per Person		Per Week		Per Qtr		Per Year

		Marginal People Fed						400		400		400

		Number of Weeks in Period						1		13		52

		Cash Flow from Contract				$32.00		$12,800		$166,400		$665,600

		Cost of Food				$23.25		$9,300		$120,900		$483,600

		Marginal Contribution per person				$8.75		$3,500		$45,500		$182,000

						Per Week		Per Qtr		Per Year

		Capital Budgeting Analysis

		Cash Outflow  (In Period 0)				($625,000)		($625,000)		($625,000)

		Net cash Inflow (PMT)				$3,500		$45,500		$182,000

		Number of Periods (N)				260		20		5

		Compounding Periods per Year				52		4		1

		Cost of Capital (%I)				0.2308%		3.0000%		12.0000%

		Present Value of Net Inflows (PV)				$683,727		$676,925		$656,069

		Net Present Value				$58,727		$51,925		$31,069

		Part 3

		Cost of New Equipment				$625,000

		Residual Value of Equipment as %				10%

		Residual Value in $				$62,500

		Depreciable Base				$562,500

		Useful Life of Equipment in Years				5

		Useful Life of Equipment in Quarters				20

		Quarterly Depreciation				$28,125

		Interest Rate for Loan				12%

		Annual Interest for the 1st Year				$75,000

		Quarterly Interest for the 1st Year				$18,750

		Weekly Revenue Per Person				$32.00

		Weekly Food Cost per Person				$23.25

				Quarter One		Quarter Two		Quarter Three		Quarter Four

		Original Weekly Fixed Costs		$38,000		$34,000		$35,000		$37,000

		Incremental Weekly Fixed Costs		$2,000		$0		$0		$0

		Total Weekly Fixed Costs		$40,000		$34,000		$35,000		$37,000

		Total People Fed		5,200		5,200		5,200		5,200

		Weeks per Quarter		13		13		13		13

		Revised Operating Budget		Quarter One		Quarter Two		Quarter Three		Quarter Four		Full Year

		Revenue		$2,163,200		$2,163,200		$2,163,200		$2,163,200		$8,652,800

		Total Revenue		$2,163,200		$2,163,200		$2,163,200		$2,163,200		$8,652,800

		Expenses

		Food		$1,571,700		$1,571,700		$1,571,700		$1,571,700		$6,286,800

		Depreciation		$28,125		$28,125		$28,125		$28,125		$112,500

		Interest		$18,750		$18,750		$18,750		$18,750		$75,000

		Fixed Expenses		$520,000		$442,000		$455,000		$481,000		$1,898,000

		Total Expenses		$2,138,575		$2,060,575		$2,073,575		$2,099,575		$8,372,300

		Surplus/(Deficit)		$24,625		$102,625		$89,625		$63,625		$280,500





Chapter 7 

		Problem 7-30

		Discount as %				1%

		Discounted Price % ( 1 - Discount)				99%

		Ratio				0.0101		A

		Days in Year				365

		Days Sooner				20

		Ratio				18.25		B

		Implicit Rate = (A * B)				18.434%

		Problem 7-31

		AnnualPayroll		$80,000,000

		Original Payroll Periods		24

		Payroll per Period		$3,333,333

		Interest Earned		6%

		Each Month		Number of Deferral periods		Length of Deferral (in years)		Amount Deferred		Interest Savings

		Pay 1		1		0.0417		$3,333,333		$8,333

		Pay 2		0		0.0000		0		$0

		Monthly Savings								$8,333

		Months per Year								12

		Annual Savings								$100,000

		Problem 7-32

		Amount Borrowed		$28,000		A

		Annual Interest Rate		7%		B

		Months Outstanding		3

		Percentage of a Year		25%		C

		Interest = A * B * C		$490

		Principal		$28,000

		Total Repaid		$28,490





Chapter 8

		

		Problem 8-26

		Actual Total Hours		6,000

		Actuual Hours Per Dog		9.38

		Labor Cost		Actual		Budget		Variance

		Volume (Dogs)		640		500		U

		Quantity (Hours)		9.375		10		F

		Cost (Salary)		$16		$20		F

		Total		$96,000		$100,000		F

		Total Variance		($4,000)		F

		Flexible Variance		Actual Change in Cost		Change in Quantity		Change in Volume		Budget

		Volume (Dogs)		640		640		640		500

		Quantity (Hours)		9.375		9.375		10		10

		Cost (Salary)		$16		$20		$20		$20

		Total		$96,000		$120,000		$128,000		$100,000

		Total Variance		($4,000)		F

		Volume Variance		28,000		U

		Quantity Variance		(8,000)		F

		Cost Variance		(24,000)		F

		Total Variance		(4,000)		F

		Problem 8-27

		Labor Cost		Actual		Budget		Variance

		Volume (Trials)		150		125		U

		Quantity (Hours)		8		10		F

		Cost (Salary)		$25		$20		U

		Total		$30,000		$25,000		U

		Total Variance		$5,000		U

		Flexible Variance		Actual Change in Cost		Change in Quantity		Change in Volume		Budget

		Volume (Dogs)		150		150		150		125

		Quantity (Hours)		8		8		10		10

		Cost (Salary)		$25		$20		$20		$20

		Total		$30,000		$24,000		$30,000		$25,000

		Total Variance		$5,000		U

		Volume Variance		5,000		U

		Quantity Variance		(6,000)		F

		Cost Variance		6,000		U

		Total Variance		5,000		U

		Gore Mountain Case

		Question 1

		State Subsidy				$2,000,000

		Expected Skier Days				292,500

		Percent Taking Lessons				10%

		Price for a Lesson				$90

		Daily Food Purchases				$4

		Food Costs as % of Food Revenue				40%

		General Management				$1,800,000

		Benefits as % of Salaries				30%

		Daily Insurance Costs				$15,000

		Expected Days of Operation				130

		Energy Costs				$2,240,000

		Flexible Percentage				-5%

						Weekend		Midweek

		Skier Mix				45%		55%

		Average Ticket Price				$53.70		$46.50

						Number		Days		Hours		Wage

		Instructors & Patrol				275		100		7		$20

		Lift Attendants etc.				140		130		10		$18

		Kitchen Staff				50		130		8		$12

		Equipment & Fuel Costs				60		130		6		$65

		Revenue				Base		Minus 5%		F or V

		Lift Ticket Sales

		Weekend				$7,068,263		$6,714,849		V

		Midweek				$7,480,688		$7,106,653		V

		Lessons				$2,632,500		$2,500,875		V

		Food Sales				$1,170,000		$1,111,500		V

		State Subsidy				$2,000,000		$2,000,000		F

		Total Revenue				$20,351,450		$19,433,878

		Expenses

		Salaries

		Management				$1,800,000		$1,800,000		F

		Instructors & Patrol				$3,850,000		$3,657,500		V

		Lift Attendants etc.				$3,276,000		$3,276,000		F

		Kitchen Staff				$624,000		$624,000		F

		Total Salaries				$9,550,000		$9,357,500

		Benefits				$2,865,000		$2,807,250		Partial V

		Energy				$2,240,000		$2,240,000		F

		Fuel & Equipment				$3,042,000		$3,042,000		F

		Food Costs				$468,000		$444,600		V

		Insurance				$1,950,000		$1,852,500		V

		Total Expenses				$20,115,000		$19,743,850

		Profit/(Loss)				$236,450		($309,973)

		Question 2

						Number		Hours		Wage		Total Cost

		Manager				1		6		$30		$180

		Instructors/Child care				4		6		$20		$480

		Total Fixed Costs (FC)										$660

		Daily Fee				$109

		Food				$9

		Contribution Margin (CM)				$100

		Break Even = FC / CM				6.60

		Number of Children Needed				7

		Question 3

		Reduction in Energy Bill %				25%

		Reduction in Energy Bill $				$560,000

		Useful Life in years				15

		Cost of Equipment				$4,100,000

		One-time Maintenance Cost				$750,000

		Year of Maintenance Outlay				7

		Cost of Capital				8%

		PV of Acquisition Cost				($4,100,000)

		PV of Maintenance Outlay				($437,618)

		PV of Savings Annuity				$4,793,308

		NPV				$255,690

		Question 4

		Cost of Capital				8%

						Big-Mouth		Whisper

		Acquisition Cost				$850,000		$600,000

		Operating Annuity				$35,000		$50,000

		Useful Lives				15		10

		PV Of Annuity				$299,582		$335,504

		Net Present Cost				$1,149,582		$935,504

		Annualized Cost				$134,305		$139,418

		Question 5

						Actual - Change in Price		Change in Quantity		Change in Volume		Budget

		Volume (Days Open)				115		115		115		125

		Quantity (Skiers per Day)				2,400		2,400		2,250		2,250

		Price (Price per Skier/Day)				$49.50		$49.75		$49.75		$49.75

		Total Revenue				$13,662,000		$13,731,000		$12,872,813		$13,992,188

		Total Variance				($330,188)		U

		Volume Variance				($1,119,375)		U

		Quantity Variance				$858,188		F

		Price Variance				($69,000)		U

		Total Variance				($330,188)		U
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				Assets								Liabilities				NA		Check

				Cash		Inventory		Website		PP&E		AP		NP

		Beginning Balance		$0		$0		$0		$0		$0		$0		$0		$0

		1. Borrowed Money		$20,000										$20,000				$0

		2. Bought Website		($1,000)				$1,000										$0

		3. Bought Finance Guides				$5,000						$5,000						$0

		4. Bought Office Equipment		($4,000)						$4,000								$0

		5. Contract - No Transaction																$0

		Sub Total		$15,000		$5,000		$1,000		$4,000		$5,000		$20,000		$0		$0

		Ending Balance		$15,000		$5,000		$1,000		$4,000		$5,000		$20,000		$0		$0

		Balance Sheet		End of Last Year		End of This Year

		Assets

		Short-Term Assets

		Cash		$0		$15,000

		Inventory		$0		$5,000

		Total Short-Term Assets		$0		$20,000

		Long Term Assets

		Website		$0		$1,000

		PP&E - Equipment		$0		$4,000

		Total Long-Term Assets		$0		$5,000

		Total Assets		$0		$25,000

		Liabilities

		Accounts Payable		$0		$5,000

		Total Short-Term Liabilities		$0		$5,000

		Long-Term Liabilities

		Notes Payable		$0		$20,000

		Total Long-term Liabilities		$0		$20,000

		Total Liabilities		$0		$25,000

		Net Assets

		Unrestricted Net Assets		$0		$0

		Total Net Assets		$0		$0

		Total Liabilities & Net Assets		$0		$25,000
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		Problem 10-15

				Assets																Liabilities						Temporary						Chk

		Account Titles		Cash		A/R		AU A/R		P/R		Inv.		Dep.		PP&E		Acc. Dep.		A/P		W/P		N/P		Rev.		Exp.		NA

		Beginning Balance		80,000		6,000				320,000						550,000				2,000		2,000		250,000						702,000		0

		1. Equipment Order

		2. Collected Pledge		100,000						(100,000)																						0

		3. Bought Books		(20,000)								35,000								15,000												0

		4. Equipment Deposit		(30,000)										30,000																		0

		5. Received Equipment		(50,000)										(30,000)		80,000																0

		6. Admissions Rev.		74,000																						74,000						0

		7A. Wage Expense																				73,000						(73,000)				0

		7B. Wage Payments		(68,000)																		(68,000)										0

		8A. Book Sales		50,000		3,000																				53,000						0

		8B. Collected A/R		6,000		(6,000)																										0

		8C. Book Expense										(32,000)																(32,000)				0

		9A. Note Principal		(127,000)																				(127,000)								0

		9B. Note Interest		(7,000)																								(7,000)				0

		10. Depreciation Exp.																(60,000)										(60,000)				0

		11A. Bad Debt Exp.						(1,000)																				(1,000)				0

		11B. Bad Debt W/O				(1,000)		1,000

		Subtotal		(72,000)		(4,000)		0		(100,000)		3,000		0		80,000		(60,000)		15,000		5,000		(127,000)		127,000		(173,000)				0

		Ending Balance		8,000		2,000		0		220,000		3,000		0		630,000		(60,000)		17,000		7,000		123,000		127,000		(173,000)		702,000		0

		Problem 10-16

		Revenue

		Admissions		$74,000

		Book Sales		$53,000

		Total Revenue		$127,000

		Expenses

		Wages		$73,000

		Inventory		$32,000

		Interest		$7,000

		Bad Debt		$1,000

		Depreciation		$60,000

		Total Expenses		$173,000

		Surplus/(Deficit)		($46,000)

		Assets		Last Year		This Year

		Cash		$80,000		$8,000

		Accounts Receivable (Net)		$6,000		$2,000

		Pledges Receivable		$320,000		$220,000

		Inventory		$0		$3,000

		Total Short-Term Assets		$406,000		$233,000

		PP&E - Net		$550,000		$570,000

		Total Long-Term Assets		$550,000		$570,000

		Total Assets		$956,000		$803,000

		Liabilities

		Accounts Payable		$2,000		$17,000

		Wages Payable		$2,000		$7,000

		Total Short-Term Liabilities		$4,000		$24,000

		Notes Payable		$250,000		$123,000

		Total Long-Term Liabilities		$250,000		$123,000

		Total Liabilities		$254,000		$147,000

		Net Assets

		Unrestricted		$372,000		$326,000

		Temporarily Restricted		$30,000		$30,000

		Permanently Restricted		$300,000		$300,000

		Total Net Assets		$702,000		$656,000

		Total Liabilities & Net Assets		$956,000		$803,000

		Cash Flow from Operations

		Change in Net Assets		($46,000)

		Add Back Depreciation		$60,000

		Add Decrease in A/R		4,000

		Add decrease in P/R		100,000

		Subtract Increase in Inventory		(3,000)

		Add Increase in A/P		15,000

		Add Increase in W/P		5,000

		Cash Flow From Operations		$135,000

		Cash Flow From Investing

		Subtract Increase in PP&E		($80,000)

		Cash Flow from Investing		($80,000)

		Cash Flow From Financing

		Subtract Decrease in N/P		($127,000)

		Cash Flow from Financing		($127,000)

		Net Cash Flow		($72,000)

		Beginning Cash Balance		$80,000

		Ending Cash Balance		$8,000

		Problem 10-17

		Beginning Balance & Purchases		Amount		Price		Total

		January 1 - Start of Year		1,000		$17		$17,000

		January 2 - Purchases		300		$21		$6,300

		July 1 - Purchases		500		$23		$11,500

		Total Inventory Value						$34,800

		Inventory Use

		January 1 to June 30th		800

		July 1 to December 31		400

		Total Use		1,200

		LIFO

		500 Units @ $23		$11,500

		300 Units @ $21		$6,300

		400 Units @ $17		$6,800

		Total Inventory Expense		$24,600

		Total Inventory Value		$34,800

		Ending Inventory Value		$10,200

		FIFO

		1,000 Units @ $17		$17,000

		200 Units @ $21		$4,200

		Total Inventory Expense		$21,200

		Total Inventory Value		$34,800

		Ending Inventory Value		$13,600
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		PROBLEM 2-23

		SOLUTION

		(Cash and Operating Budgets)

				Middleboro Township

				Operating Budget

				Fourth Quarter

				Revenues

				Income Tax		$   750,000				(earned equally throughout year)

				Loan		35,000				(revenue under modified accrual)

				Total Revenue		$   785,000

				Expenditures

				Salaries		$   720,000

				Interest		700				($35,000 x 8% - $2,800 /4 = $700 per quarter

				Supplies		390,000				(expenditure when legal obligation to pay; i.e., when supplies received)

				Total Expend.		$   1,110,700

				Excess of Rev. over Exp.		$   (325,700)

				Middleboro Township

				Cash Budget

				Fourth Quarter

				Beginning Cash		$300,000				Given

				Tax Receipts		600,000				Cash rather than accrual basis

				Loan Receipt		35,000

				Cash Available		$935,000

				Salaries		-720,000

				Supplies		-300,000				From first quarter due to payment lag

				Ending Cash		($85,000)

		Note that operating budget and cash budget results are not the same, because of timing differences of when

		things are recorded under an accrual approach.
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		Problem 2-32

						Q1		Q2		Q3		Q4

		Sources of Revenue

		Contributions				$   25,000		$   35,000		$   35,000		$   50,000

		Federal Grants				250,000		375,000		350,000		250,000

		City Contracts				240,000		300,000		320,000		360,000

		Total Revenue				$   515,000		$   710,000		$   705,000		$   660,000

		Collections by Quarter and Source				Same Qtr.		One Qtr. Later		Two Qtrs. Later		Three Qtrs. Later

		Contributions				100%

		Federal Grants						100%

		City Contracts						25%		25%		50%

		Collections				4th Quarter

		Contributions				$   50,000

		Federal Grants				$   350,000

		City Contracts

		3rd Qtr				$   80,000

		2nd Qtr.				$   75,000

		1st Qtr.				$   120,000

		Total City Contracts				$   275,000

		Total Collections				$   675,000
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		Problem 2-32

						Q1		Q2		Q3		Q4

		Sources of Revenue

		Contributions				$   25,000		$   35,000		$   35,000		$   50,000

		Federal Grants				$   250,000		$   375,000		$   350,000		$   250,000

		City Contracts				$   240,000		$   300,000		$   320,000		$   360,000

		Total Revenue				$   515,000		$   710,000		$   705,000		$   660,000

		Collections by Quarter and Source				Same Qtr.		One Qtr. Later		Two Qtrs. Later		Three Qtrs. Later

		Contributions				100%

		Federal Grants						100%

		City Contracts						25%		25%		50%

		Collections				4th Quarter

		Contributions				$   50,000

		Federal Grants				$   350,000

		City Contracts

		3rd Qtr				$   80,000

		2nd Qtr.				75,000

		1st Qtr.				120,000

		Total City Contracts				$   275,000

		Total Collections				$   675,000





Sheet2

		





Sheet3

		






_1375707977.xls
Sheet1

		PROBLEM 2-23

		SOLUTION

		(Cash and Operating Budgets)

				Middleboro Township

				Operating Budget

				Fourth Quarter

				Revenues

				Income Tax		$   750,000				(earned equally throughout year)

				Loan		35,000				(revenue under modified accrual)

				Total Revenue		$   785,000

				Expenditures

				Salaries		$   720,000

				Interest		437.50				($35,000 x 5% - $2,800 /4 = $437.50 per quarter

				Supplies		390,000				(expenditure when legal obligation to pay; i.e., when supplies received)

				Total Expend.		$   1,110,438

				Surplus/(Deficit)		$   (325,438)

				Middleboro Township

				Cash Budget

				Fourth Quarter

				Beginning Cash		$300,000				Given

				Tax Receipts		600,000				Cash rather than accrual basis

				Loan Receipt		35,000

				Cash Available		$935,000

				Salaries		-720,000

				Supplies		-300,000				From first quarter due to payment lag

				Ending Cash		($85,000)

		Note that operating budget and cash budget results are not the same, because of timing differences of when

		things are recorded under an accrual approach.
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		PROBLEM 2-29

		SOLUTION

		(Operating Budget)

				The zoo expects the following number of visitors per month:

						Monthly Number of		Price per		Admission		Total

				Visitor Type		Admission Tickets		Admission ($)		Revenues		Admitted

				Adult		800		8		$6,400		800

				Child		950		5		4,750		950

				School child		1,000		3		3,000		1,000

				Families		300		20		6,000		1,200

				Total						$20,150		3,950

				Budget

				Revenues

				County Grant		$7,000

				Admissions		20,150

				Total Revenues		$27,150

				Expenses

				Administration		$12,000

				Staff		10,000

				Train Costs		1,317

				Maintenance		3,950

				Total Expenses		$27,267

				Profit/(Loss)		($117)





Sheet2

		





Sheet3

		






_1372511985.xls
Sheet1

		PROBLEM 2-30

		SOLUTION

		(Cash Budget)

				Cash Budget		Quarter 1		Quarter 2

				Beginning Cash		$5,000		$5,000

				Cash Receipts

				Admissions		54,000		45,000

				County Grant		              0		              0

				Total Cash Available		$59,000		$50,000

				Cash Disbursements

				Administration and Staff		$55,000		$55,000

				Train Costs		5,400		6,000

				Maintenance		10,800		9,000

				Total Cash Disbursements		$71,200		$70,000

				Subtotal		($12,200)		($20,000)

				Borrow (Repay)		17,200		25,000

				Ending Balance		$5,000		$5,000

				Note Payable		$17,200		$42,200

				Supporting Data

						Total		Quarter 1		Quarter 2		Quarter 3		Quarter 4

				Admissions by Quarter				30%		25%		15%		30%

				Admission Revenue		$180,000		$54,000		$45,000		$27,000		$54,000
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		PROBLEM 2-34

		SOLUTION

		Part I

		Tuition Revenue		$15,640,000		(4300 + 300) * ($3,300 + 100)

		Less: Scholarships		1,360,000		Less 400 Scholarships

		Net Tuition Revenue		$14,280,000

		Fee Revenue		$1,288,000		4,600 * $280

		Part II

		Faculty salaries:

		Full time		$9,000,000		250 * $36,000

		5% Increase		450,000

		Merit Increase		280,000		Given

		Adjunct Faculty		270,000		20 * 18 * $750

		Total Faculty Salaries		$10,000,000

		Payroll Taxes		$1,000,000		10% * Total Faculty Salaries

		Part III

		Budgeted Receipts

		Tuition		$14,280,000

		Fees		1,288,000

		Endowment		514,000

		Auxiliary Services		538,000

		Athletics		1,580,000

		Total Budgeted Receipts		$18,200,000

		Budgeted Expenditures

		Faculty Salaries		$10,000,000

		Operation and Maintenance of Plant		1,260,000		$1,000,000 + 10,000 + 50,000

		Mortgage payments		264,000		Given

		Administration & General		1,440,000		Given

		Library		1,800,000		Given

		Health & Recreation		750,000		Given

		Athletics		320,000		Given

		Insurance & Retirement Benefits		548,000		Given

		Capital Improvements		1,300,000		Given

		Payroll Taxes		1,276,000		Total Salaries * 10%

		Federal Income Taxes		36,000		Given

		Bank Loan		206,000		$200,000 + $6,000

		Total Budgeted Expenditures		$19,200,000

		Projected Deficit Prior to Fund Raising		($1,000,000)

		Part IV

				SEPTEMBER		OCTOBER		NOVEMBER

		Beginning Cash Balance		$3,700		$2,004,600		$3,000

		Add: Cash Receipts

		Tuition		2,856,000		0		2,142,000

		Fees		644,000		0		0

		Endowment		128,500		0		0

		Auxiliary Service		53,800		53,800		53,800

		Athletics		158,000		0		790,000

		Alumni Support		15,000		15,000		90,000

		TOTAL CASH AVAILABLE		$3,859,000		$2,073,400		$3,078,800

		Less: Cash Disbursements

		Faculty Salaries		$1,000,000		$1,000,000		$1,000,000

		Oper. & Maint. of Plant		100,800		100,800		126,000

		Mortgage Payments		22,000		22,000		22,000

		Admin. & General		120,000		120,000		120,000

		Library		150,000		150,000		150,000

		Health & Recreation		62,500		62,500		62,500

		Athletics		32,000		16,000		32,000

		Insurance & Retirement Ben.		54,800		54,800		54,800

		Capital Improvements		0		1,040,000		0

		Payroll Taxes		106,300		106,300		106,300		Note instructions said to round to nearest $100

		Federal Income Taxes		0		0		9,000

		TOTAL DISBURSEMENTS		$1,648,400		$2,672,400		$1,682,600

		PRE-FINANCING CASH BALANCE		$2,210,600		($599,000)		$1,396,200

		Financing Activity:

		Borrow (REPAY)		(206,000)		602,000		(608,000)

		Disinvest (INVEST)		_________		_________		_________

		ENDING CASH BALANCE		$2,004,600		$3,000		$788,200
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		PROBLEM 2-34

		SOLUTION

		Part I

		Tuition Revenue		$15,640,000		(4300 + 300) * ($3,300 + 100)

		Less: Scholarships		1,360,000		Less 400 Scholarships

		Net Tuition Revenue		$14,280,000

		Fee Revenue		$1,288,000		4,600 * $280

		Part II

		Faculty salaries:

		Full time		$9,000,000		250 * $36,000

		5% Increase		450,000

		Merit Increase		280,000		Given

		Adjunct Faculty		270,000		20 * 18 * $750

		Total Faculty Salaries		$10,000,000

		Payroll Taxes		$1,000,000		10% * Total Faculty Salaries

		Part III

		Budgeted Receipts

		Tuition		$14,280,000

		Fees		1,288,000

		Endowment		514,000

		Auxiliary Services		538,000

		Athletics		1,580,000

		Total Budgeted Receipts		$18,200,000

		Budgeted Expenditures

		Faculty Salaries		$10,000,000

		Operation and Maintenance of Plant		1,260,000		$1,000,000 + 10,000 + 50,000

		Mortgage payments		264,000		Given

		Administration & General		1,440,000		Given

		Library		1,800,000		Given

		Health & Recreation		750,000		Given

		Athletics		320,000		Given

		Insurance & Retirement Benefits		548,000		Given

		Capital Improvements		1,300,000		Given

		Payroll Taxes		1,276,000		Total Salaries * 10%

		Federal Income Taxes		36,000		Given

		Bank Loan		206,000		$200,000 + $6,000

		Total Budgeted Expenditures		$19,200,000

		Projected Deficit Prior to Fund Raising		($1,000,000)

		Part IV

				SEPTEMBER		OCTOBER		NOVEMBER

		Beginning Cash Balance		$3,700		$2,004,600		$3,000

		Add: Cash Receipts

		Tuition		2,856,000		0		2,142,000

		Fees		644,000		0		0

		Endowment		128,500		0		0

		Auxiliary Service		53,800		53,800		53,800

		Athletics		158,000		0		790,000

		Alumni Support		15,000		15,000		90,000

		TOTAL CASH AVAILABLE		$3,859,000		$2,073,400		$3,078,800

		Less: Cash Disbursements

		Faculty Salaries		$1,000,000		$1,000,000		$1,000,000

		Oper. & Maint. of Plant		100,800		100,800		126,000

		Mortgage Payments		22,000		22,000		22,000

		Admin. & General		120,000		120,000		120,000

		Library		150,000		150,000		150,000

		Health & Recreation		62,500		62,500		62,500

		Athletics		32,000		16,000		32,000

		Insurance & Retirement Ben.		54,800		54,800		54,800

		Capital Improvements		0		1,040,000		0

		Payroll Taxes		106,300		106,300		106,300		Note instructions said to round to nearest $100

		Federal Income Taxes		0		0		9,000

		TOTAL DISBURSEMENTS		$1,648,400		$2,672,400		$1,682,600

		PRE-FINANCING CASH BALANCE		$2,210,600		($599,000)		$1,396,200

		Financing Activity:

		Borrow (REPAY)		(206,000)		602,000		(608,000)

		Disinvest (INVEST)		_________		_________		_________

		ENDING CASH BALANCE		$2,004,600		$3,000		$788,200
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		Problem 2-20

		Budget Inputs

		Number of Surgeries				80

		Average Charge per Surgery				$   2,500

		Surgical Supply Disposal				$   300

		Surgeon's Fees				$   1,500

		Receptionist & Nurses Salaries				$   10,500

		Occupancy Costs				$   8,200

		Monthly CommunicationsCosts				$   1,200

		Office & Operating Equipment				$   240,000

		Useful Life in years				5

		Useful Life in Months				60

		Monthly Depreciation				$   4,000		$240,000 / 60 months

		Monroe Outpatient Surgey Center                                         Operating Budget                                   June 2014

		Revenues				$   200,000		80 procedures x $2,500/procedure

		Expenses

		Professional Fees				$   120,000		80 procedures x $1,500/procedure

		Surgical Supplies				24,000		80 procedures x $300/procedure

		Salaries				10,500		Given

		Occupancy				8,200		Given

		Communications				1,200		Given

		Depreciation				4,000		$240,000 / 60 months

		Total Expenses				$   167,900

		Profit/(Loss)				$   32,100
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		PROBLEM 2-34

		SOLUTION

		Part I

		Tuition Revenue		$15,640,000		(4300 + 300) * ($3,300 + 100)

		Less: Scholarships		1,360,000		Less 400 Scholarships

		Net Tuition Revenue		$14,280,000

		Fee Revenue		$1,288,000		4,600 * $280

		Part II

		Faculty salaries:

		Full time		$9,000,000		250 * $36,000

		5% Increase		450,000

		Merit Increase		280,000		Given

		Adjunct Faculty		270,000		20 * 18 * $750

		Total Faculty Salaries		$10,000,000

		Payroll Taxes		$1,000,000		10% * Total Faculty Salaries

		Part III

		Budgeted Receipts

		Tuition		$14,280,000

		Fees		1,288,000

		Endowment		514,000

		Auxiliary Services		538,000

		Athletics		1,580,000

		Total Budgeted Receipts		$18,200,000

		Budgeted Expenditures

		Faculty Salaries		$10,000,000

		Operation and Maintenance of Plant		1,260,000		$1,000,000 + 10,000 + 50,000

		Mortgage payments		264,000		Given

		Administration & General		1,440,000		Given

		Library		1,800,000		Given

		Health & Recreation		750,000		Given

		Athletics		320,000		Given

		Insurance & Retirement Benefits		548,000		Given

		Capital Improvements		1,300,000		Given

		Payroll Taxes		1,276,000		Total Salaries * 10%

		Federal Income Taxes		36,000		Given

		Bank Loan		206,000		$200,000 + $6,000

		Total Budgeted Expenditures		$19,200,000

		Projected Deficit Prior to Fund Raising		($1,000,000)

		Part IV

				SEPTEMBER		OCTOBER		NOVEMBER

		Beginning Cash Balance		$3,700		$2,004,600		$3,000

		Add: Cash Receipts

		Tuition		2,856,000		0		2,142,000

		Fees		644,000		0		0

		Endowment		128,500		0		0

		Auxiliary Service		53,800		53,800		53,800

		Athletics		158,000		0		790,000

		Alumni Support		15,000		15,000		90,000

		TOTAL CASH AVAILABLE		$3,859,000		$2,073,400		$3,078,800

		Less: Cash Disbursements

		Faculty Salaries		$1,000,000		$1,000,000		$1,000,000

		Oper. & Maint. of Plant		100,800		100,800		126,000

		Mortgage Payments		22,000		22,000		22,000

		Admin. & General		120,000		120,000		120,000

		Library		150,000		150,000		150,000

		Health & Recreation		62,500		62,500		62,500

		Athletics		32,000		16,000		32,000

		Insurance & Retirement Ben.		54,800		54,800		54,800

		Capital Improvements		0		1,040,000		0

		Payroll Taxes		106,300		106,300		106,300		Note instructions said to round to nearest $100

		Federal Income Taxes		0		0		9,000

		TOTAL DISBURSEMENTS		$1,648,400		$2,672,400		$1,682,600

		PRE-FINANCING CASH BALANCE		$2,210,600		($599,000)		$1,396,200

		Financing Activity:

		Borrow (REPAY)		(206,000)		602,000		(608,000)

		Disinvest (INVEST)		_________		_________		_________

		ENDING CASH BALANCE		$2,004,600		$3,000		$788,200
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		PROBLEM 2-30

		SOLUTION

		(Cash Budget)

				Cash Budget		Quarter 1		Quarter 2

				Beginning Cash		$5,000		$5,000

				Cash Receipts

				Admissions		54,000		45,000

				County Grant		              0		              0

				Total Cash Available		$59,000		$50,000

				Cash Disbursements

				Administration and Staff		$55,000		$55,000

				Train Costs		5,400		6,000

				Maintenance		10,800		9,000

				Total Cash Disbursements		$71,200		$70,000

				Subtotal		($12,200)		($20,000)

				Borrow (Repay)		17,200		25,000

				Ending Balance		$5,000		$5,000

				Note Payable		$17,200		$42,200

				Supporting Data

						Total		Quarter 1		Quarter 2		Quarter 3		Quarter 4

				Admissions by Quarter				30%		25%		15%		30%

				Admission Revenue		$180,000		$54,000		$45,000		$27,000		$54,000
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		PROBLEM 2-29

		SOLUTION

		(Operating Budget)

				The zoo expects the following number of visitors per month:

						Monthly Number of		Price per		Admission		Total

				Visitor Type		Admission Tickets		Admission ($)		Revenues		Admitted

				Adult		800		8		$6,400		800

				Child		950		5		4,750		950

				School child		1,000		3		3,000		1,000

				Families		300		20		6,000		1,200

				Total						$20,150		3,950

				Budget

				Revenues

				County Grant		$7,000

				Admissions		20,150

				Total Revenues		$27,150

				Expenses

				Administration		$12,000

				Staff		10,000

				Train Costs		1,317

				Maintenance		3,950

				Total Expenses		$27,267

				Profit/(Loss)		($117)
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		PROBLEM 2-24

		SOLUTION

		(Cash Budget)

						January		February		March

				Beginning Balance		$500,000		$1,300,000		$1,200,000

				Cash Receipts

				Property tax		4,500,000		3,600,000		2,250,000

				Sales Tax		0		                0		230,000

				Total Cash Available		$5,000,000		$4,900,000		$3,680,000

				Less Cash Disbursements		3,700,000		3,700,000		3,700,000

				Net Cash Available		$1,300,000		$1,200,000		($20,000)

				Borrow/(repay)		0		0		120,000

				Ending Cash Balance		$1,300,000		$1,200,000		$100,000

				Property Tax billed Sept. 2011		$45,000,000

				Sales Tax

				October		$50,000

				November		$68,000

				December		$112,000
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		PROBLEM 2-26

		SOLUTION

		(Capital Budget)

		Item to be								Total

		Acquired		Quantity				Cost		Cost

		Garbage Trucks		2		10		$150,000		$300,000

		Bulldozer		1		8		240,000		240,000

		Riding Mowers		3		5		16,000		48,000

		Activity Center		1		40		650,000		650,000

		Total								$1,238,000
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		PROBLEM 2-24

		SOLUTION

		(Special Purpose Budget)

				Budget

				Revenue

				Supermarket Subsidy		$1,000

				Total Revenue		$1,000

				Less Expenses

				Equipment rental		$500

				Nurses $50 10 hours 7 days		3,500

				Test Costs   700 $1		700

				Total Expenses		$4,700

				Surplus/loss		($3,700)

				No, it is not necessarily financially bad.  This program may discover patients with hypertension or other medical problems who will become patients of the hospital, generating additional revenues.  Also it provides the hospital with a way to advertise the
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