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standard cost, the flexible budget responds to the question, “What should our financial results be at the level of real activity?” For more information on this topic, see the Standard Costs section of your study materials. Pros and Cons With flexible budgeting, managers will be able to plan and predict with greater precision. Performance management
can be more significant as actual results can be easily compared to flexibly results - total variations can be calculated for each income and cost. However, some enterprises may have a high level of indirect costs, making it difficult to separate fixed and variable costs from indirect total costs. Flexible Budget Example (Q Corfe, Q 20 & 21, September
2016, F5) Corfe Co exam is a business that produces laptop batteries and has developed a new battery that has a longer usage time than the batteries currently available in laptops. The selling price of the battery is expected to be $45. The maximum production capacity of Corfe Co is 262,500 units. The company’s accounting officer is currently
preparing an annual flexible budget and collected the following information: Production (unit) 185.000 2000.000225.000 $ Material costs740,000 800,000 900,000 Labour costs1,017,5001,100,0001,237,500 Fixed costs750,000750,0000750,000 In addition to the above costs, the management accountant estimates that for every increase of 50,000
units produced, a supervisor must be employed. A supervisor's annual salary is $30,000. Supposing the balance sheet is correct, what would be the total flexible production cost if production is 80% of the maximum capacity? Solution A 80% activity level ossiF ossiF 000,599,1$ = Atinu 000.012 x 05.9$ = ilatot ilibairav itsoC 05.9$ "A Atinu rep elatot
elibairav otsoc li idniuq , Atinu rep 05.5$ “A oroval li e Atinu rep 4$ A elairetam II .ilibairav itsoc ibmartne onos oroval li e elairetam 1I . Atinu 000.012 id = $75,000 supervision = $175.000 since five supervisors are required for a production level of 210.000 units. Total annual budget cost compensation = $1,995,000 + $75,000 + $175.000 =
$2,920.000 Part 2 Question The management accountant said that a maintenance cost of the machine was not included in the flexible budget but must be taken into account. The new battery will be produced on a machine currently owned by Corfe Co which had previously been used for a product that has now been discontinued. The management
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Year 4 A 1800450 What is the estimated maintenance cost if battery production is 80% of the maximum capacity? Solution Cost variable per hour ($850.000 -$ 450.000)/(5.000 hours -1.800 hours) = $ 125 per hour Fixed cost ($ 850.000 a4 € "(5.000 x $ 125) = $ 225.000 hours of machine required for production = 210 x 14 Hours = 2.940 hours Total
cost ($ 225.000 + (2.940 x $ 125))) = $592.500 or $ 593,000 closer to the $ Written by Steve Willis, Finance and Accountancy Trainer A company produces a budget for the smallest period of time possible so that management can find and adapt problems to minimize their impact on business. Everything starts with estimated sales, but what happens
if sales are more or less expected? How does this affect budget? What adjustments should a company make to compare the actual numbers with the expected numbers when evaluating the results? If production is higher than expected and isIncreased to cope with the increase in sales, the expenses will be superior to the budget. Is it bad? To take into
account the sales and effective expenses differ from the envisaged sales and e Companies often create flexible budgets to allow budgets to float with future demand. A flexible budget is based on several sales volumes. A flexible budget flex the static budget for each level of production expected. This flexibility allows the management to estimate the
appearance of the numbers expected at various sales levels. Flexible budgets are prepared at each period of analysis (usually monthly), rather than in advance, since the idea is to compare operational income with the expenses deemed appropriate at the actual production level. Big Bad Bikes plans to use a flexible budget when they start producing
instructors. The company knows its variable costs for units and knows that it is introducing its new product on the market. Its sales and selling estimates will probably change as the product take suspension and customers buy it. Big Bad Bikes has developed a flexible budget that shows the variation of income and expenses as the number of units
changes. He also examined the effect of a variation of the price if the number of units remained the same. The expenses that do not change are the fixed expenses, as shown in (figure). Flexible budget for large bikes. (Attribution: Copyright Rice University, OpenStax, pursuant to the CC by-NC-SA 4.0 license) A static budget is prepared according to a
single level of production for a certain period. The main budget and all budgets included in the main budget are examples of static budgets. The actual results are compared with static budget numbers as a means of evaluating the company's performance. However, this comparison could be how to compare apples with oranges because variable costs
should follow production, which should follow sales. Therefore, if the sales differ from Cié odoirep odoirep ingo otaerc ah elibisself tegdub nU .ivitteibo ious i odnegnuiggar ats adneiza'l eneb otnauq id erotacidni oraihc nu erinrof non ebbertop itsiverp itsoc i noc ivitteffe itsoc ied otnorfnoc li ,otsiverp “A li eracifidom id Aticapac atseuQ
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tegdub nu artsom )arugif( ,oipmese dA .avitteffe atidnev id Ativitta'lla esab ni itsiverp itsoc i Areloclac © Ahcrep elem el noc elem el art otnorfnoc nu reP It also makes it easy to identify who is responsible if you miss a goal of revenue or costs. Big Bad Bikes used the concept of flexible budget to develop a budget based on his that the production
levels will vary in the quarter. In the fourth quarter, sales should be strong enough to reimburse funding at the beginning of the year. The budget shown in (figure) illustrates the payment of interest and contains useful information to management when determining which items must be produced if the production ability is limited. Variables of
production levels for the bikes of large bad guys. (Attribution: Copyright Rice University, OpenStax, under the CC by-NC-SA 4.0 license) flexible and sustainability budgets the ability to provide flexible budgets can be fundamental in new or changing activities in which the accuracy of the estimate of sales or of Use is not strong. For example,
organizations are often reporting their sustainability efforts and can have some products that require more electricity compared to other products. The reporting of the energy for output units has sometimes been in error and can be misleading the management in making changes that may or may not help the company. For example, based on the
energy for unit reported, the management can decide to modify the mix of products, the externalized amount and/or the quantity produced.1 If the energy production is not correct, the decisions can be wrong and Create a negative impact on the budget. Key concepts and summary a main budget and related budgets are prepared as static budgets for
the estimated level of activities. A flexible budget regulates budgets for various levels of activity and allows you to evaluate the actual results to the actual volume of activities. (Figure) Which budget evaluates the results of the actual activity operations? Cash Budget in the flexible budget of the static budget (figure) What is the main difference
between static and flexible budget? The fixed production overload is regulated for units in the flexible budget. the overload of variable production is adjusted in the static budget. there is no difference betweenera selaS .000,001 fo selas detamitse eht rof depoleved saw tegdub citats gniwollof eht ,nageb raey eht erofeB)erugiF( :stinu 000,001 rof
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eseht fo hcae sniatnoc taht tnemucod eht yfitned!I .teehs ecnalab detegdub eht gniraperp won Sees .tugubate tucate tubalox sandoplooga) Lemer suplome mbevotoboba mo ho, And the management must review its budget. Use this information to prepare a flexible budget for 80,000 and 90,000 sales units. (Figure) The Caribbean hammocks currently
sells 75,000 units to $ 50 per unit. His expenses are: the direction believes that it can increase sales of 5,000 units for each $ 5 reduction in the sale price. He also believes that additional sales will allow a decrease in the direct material of $ 1 for each further 5,000 units. Prepare an income statement for flexible budget for 75,000 sales, 80,000 and
85,000 units. (Figure) The total data of the pop show the following information: the new machinery will be added in April. This machine reduce the work requested for units and increase the work rate for those qualified employees to manage the machinery. The inventory of finished products must be 20% of the requirements of the following month.
Direct material requires 2 pounds per unit at a cost of $ 3 per pound. The final inventory required for direct materials is 15% of the needs of the following month. In January, the initial inventory is 3,000 units of finished products and 4,470 pounds of material. Prepare a production budget, a budget for direct materials and a direct budget of work for
the first quarter of the year. (Figure) Identify the document containing the information listed in these lines from the expected budget. Inventory changes in charge of the inventory raw materials of computers payable (figure) prepare a flexible budget income statement for 47,000 units using the following information from a static budget for 45,000
units: (figure) before the beginning of the year, the following Static budget was developed for the estimated sales of 50,000. Sales are higher than expected and management must review your budget. Prepare a flexible budget for and 110.000 units of sale. (Figura) Currently camping sells 35,000 units to $ 73 per unit. Its expenditure is as follows:
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