BUDGETARY CONTROL DATA FOR DATONE PLC
 - 2004




    Jan

    Feb

  Mar              Apr




B         A
B         A
B        A       B        A


Sales revenue
           80        72         90        78       104     84     120      94

Materials 
           20        19         24        22         26     24       29      27

Other direct costs       26        24         30        27         33     31       36      34

Overheads
           38        38         38        39         38     40       38      40 

Profit

           (4)       (9)         (2)       (10) 
   7     (9)       17      (7) 

* B = Budgeted; A = Actual all figures are in thousands of Euros

   Direct costs are costs that can be attributed (traced back) to a specific cost centre.      

   most direct costs vary in direct proportion to output i.e. they are variable  

QUESTIONS. 

(a) Identify and explain the profit variance for January 2004

(3 marks)

(b) Datone’s directors knew that the recession in Germany had hit their profitability, but there was an argument between them about whether the situation was getting better or worse. In what way does the above data lend itself to differing interpretations? What is your interpretation of the trends in their trading position?

(8 marks)

(c) What factors might the Finance Director of Datone PLC take into account when setting a budget for raw materials for the year ahead?


(6 marks)

(d) Given that budgeted are often wrong i.e. budgeted figures and actual figures  differ, explain why firms go to the trouble of setting and monitoring budgets 

(4 marks)

(e) Analyse two potential drawbacks of any budgeting process.

(6 marks)

POOR BUDGETARY CONTROL AT RAYHILL COLLEGE.

Rayhill Sixth Form College has a master budget of £12m for the academic year 2003- 2004. The Business Studies department have been allocated a total of £3 000 from this total. The Head of Department has constructed a budget for the department. The departmental budget is shown below along with the actual spending to date. Complete the gaps in the table. What would you do next if you were Head of Business studies? 

	
	   Autumn term

B          A           V 
	    Spring term

B         A           V
	   Summer term

B         A           V
	        Total

B         A           V

	Consumables 
	250      220    
	250       200
	250       80
	

	Photocopying
	750     1 500
	750      1 640
	250      450 
	

	Textbooks
	500     800 
	0            10
	0            15    
	


