BUDGETING ASSIGNMENT – CASE
After years of simply pressing the same button day in and day out you have recently been promoted to full cost accountant for Fidget Widgets (FW), a wholesaler of fidget devices operating across Canada. Management is considering expanding to take advantage of high growth in the market but in order to do so they will need to obtain a loan from the bank. The bank requires any company to submit a business plan for the upcoming year in order to support any loan request.  As part of this plan, you have been asked to prepare a budget for the upcoming year.  You begin this task by meeting with the marketing team to help them to prepare a sales forecast for boxes of the two main types of widgets they sell: Spinners and Cubes.  
The monthly forecast (13 months) for each type of widget is as follows:
	
	Sales (Boxes)

	Widget Types
	Jul 2017
	Aug
	Sept
	Oct
	Nov
	Dec
	Jan
2018
	Feb
	Mar
	Apr
	May
	Jun
	Jul2018

	Spinners
	700
	650
	600
	750
	750
	2,000
	2,300
	2,400
	2,000
	900
	900
	700
	          800 

	Cubes
	600
	600
	900
	1,200
	1,800
	3,000
	2,400
	2,300
	       2,000 
	1,600
	       1,500 
	1,250
	1,000



FW has a very strong distribution network so maintains an inventory of only 5% of next months anticipated sales. The actual units of inventory projected to be on hand on July 1, 2017 are:
	
	Boxes on Hand

	Spinners
	400

	Cubes
	300


The currently selling prices of the widgets are $125for a box of Spinners and $160 per box of cubes. However, with so many new entrants into the market, FW has decided to stimulate sales in time for the holidays by decreasing these prices by 10% from November 1, 2017to January 31, 2018 for both kinds of widgets. The resulting impact in units sold during these months is already reflected in the forecast above.  You are also provided with the following cost information:
	
	Cost per Box

	Spinners
	$105

	Cubes
	$120






To gain insights into the monthly operating expenses, you next meet with the controller and compile the following cost schedule:
	Commissions
	1%
	Of sales if monthly sales are less than $350,000

	Commissions
	5%
	Of sales if monthly sales are greater or equal to $350,000

	Commissions
	9%
	Of sales if monthly sales are greater or equal to $550,000

	Shipping
	5%
	of sales per month

	Rent
	$  1,200
	July to December, 2017

	Rent
	$  3,000
	per month beginning in January, 2018

	Advertising Expense
	$   1,100
	per month except January and February

	Advertising Expense
	$    3,000
	January and February only

	Salaries Expense
	$  7,000
	per month

	Utilities Expense
	$  1,200
	per month

	Insurance Expense
	$350
	per month

	Depreciation expense
	
	per month (you will need to calculate)

	Mortgage Interest Expense
	
	per month (you will need to calculate)


***The interest expense row in Plan A sheet must be linked (using cell reference) to the mortgage loan repayment sheet
In addition to these ongoing operating expenses, to accommodate the expansion, Fidget Widgets is also going to need to purchase the factory next door.  This building will cost $500,000. To purchase this, Fidget Widgets plans to borrow a first mortgage in the amount of $250,000 with an expected APR of 5% and will pay off this mortgage monthly over15 years. You will need to complete the mortgage repayment schedule to calculate the monthly interest costs. 
The factory is expected to have a residual value of $30,000 and useful life of 35 years.  You will also need to calculate the depreciation expense for this factory, using the straight-line depreciation method.  Assume the purchase of this factory will be made on July 1, 2017, and that loan payments will be made at the end of each month starting July 31, 2017.


[bookmark: _GoBack]
Income taxes are levied according to the following table:
	Net Income
	Tax Rate

	 $                    -   
	0.0%

	 $        10,000 
	9.5%

	 $        20,000 
	10.0%

	 $        30,000 
	20.0%

	 $        40,000 
	25.0%

	 $        50,000 
	50.0%



Note:  If net income is less than $0, the company will receive an income tax refund based on the rates outlined on this same table.


REQUIREMENTS
Enter all relevant assignment data on the “Plan A assumptions” worksheet and then cell reference this data to prepare the budgets on the “Plan A” worksheet and the Mortgage Repayment tab. You must cell reference your data from the assumptions tab!
1) Sales Budget
2) Purchases Budget
3) Operating Expenses Budget
4) Budgeted Income Statement
5) Mortgage Loan Repayment Schedule
In the existing “Column Chart” worksheet, prepare a 3dSTACKED BAR CHART comparing unit sales for each type of fidget toy for each month. Your chart must be professional in appearance, and contain all necessary headings and labels including a title, a legend, a data table or data labels and axis titles, where applicable. Your chart must directly reference your budget data/assumptions. Position your chart in cells A3to O28.
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