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Chapter 9

How Are Operating Budgets Created?
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9.1 Planning and Controlling Operations

LEARNING OBJECTIVE
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The Planning Phase
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Business in Action 9.1
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9.2 The Budgeting Process

LEARNING OBJECTIVE
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9.3 The Master Budget
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REVIEW PROBLEM 9 .3
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Direct Materials Purchases Budget
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Selling and Administrative Budget
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�5FC@TG��CC?=9G�9GH=A5H9G�H<5H�5@@�G9@@=B;�5B8�58A=B=GHF5H=J9�7CGHG�5F9�:=L98�
,I5FH9F@M�G9@@=B;�5B8�58A=B=GHF5H=J9�7CGH�9GH=A5H9G�:CF�H<9�7CA=B;�M95F�5F9

.5@5F=9G ���
���

-9BH � �
���

�8J9FH=G=B; ���
���

�9DF97=5H=CB� �
���

*H<9F � �
���

�� +F9D5F9�5�G9@@=B;�5B8�58A=B=GHF5H=J9�6I8;9H�:CF��5FC@TG��CC?=9G�IG=B;�H<9
:CFA5H�G<CKB�=B!=;IF9������.9@@=B;�5B8��8A=B=GHF5H=J9��I8;9H�:CF
%9FFMTG�$79��F95A��

�� +F9D5F9�5�6I8;9H98�=B7CA9�GH5H9A9BH�:CF��5FC@TG��CC?=9G�IG=B;�H<9
:CFA5H�G<CKB�=B!=;IF9�������I8;9H98�$B7CA9�.H5H9A9BH�:CF�%9FFMTG�$79
�F95A� �

.C@IH=CB�HC�-9J=9K�+FC6@9A����

��

��65F4E�56AC64:2E:@?�E@�86E�E96�24EF2=�42D9�A2J>6?E�7@C�D6==:?8�2?5�25>:?:DEC2E:G6�4@DED�

��-9:D�:?7@C>2E:@?�:D�?66565�7@C�E96�42D9�3F586E�AC6A2C65�=2E6C�

��

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���



��@DE�@7�8@@5D�D@=5���)6C�F?:E�4@DE�@7��������D66�23@G6��S�.?:ED�D@=5��7C@>�D2=6D�3F586E���7@C
7:CDE�BF2CE6C	�����	����4@DE�@7�8@@5D�D@=5���������F?:E�4@DE�S���	����F?:ED�

�� C@>�D6==:?8�2?5�25>:?:DEC2E:G6�3F586E�

Capital Expenditures Budget
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Cash Budget
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Cash Collections from Sales
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Cash Payments for Purchases of Materials
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Other Cash Collections and Payments

*F6DE:@?�/92E�@E96C�42D9�4@==64E:@?D�2?5�42D9�A2J>6?ED�>FDE�36�4@?D:56C65�2E�$6CCJQD�#46
�C62>�

�BGK9F���GGIA9�%9FFMTG�$79��F95A�<5G�CH<9F�75G<�D5MA9BHG�6IH�BC�CH<9F�75G<
7C@@97H=CBG���=F97H�@56CF�75G<�D5MA9BHG�5F9�:FCA!=;IF9�������=F97H�'56CF��I8;9H�:CF
%9FFMTG�$79��F95A���(5BI:57HIF=B;�CJ9F<958�75G<�D5MA9BHG�5F9�:FCA!=;IF9����
�(5BI:57HIF=B;�*J9F<958��I8;9H�:CF�%9FFMTG�$79��F95A���-975@@�H<5H�89DF97=5H=CB
K5G�GI6HF57H98�:FCA�HCH5@�CJ9F<958�7CGHG�=B!=;IF9������(5BI:57HIF=B;�*J9F<958
�I8;9H�:CF�%9FFMTG�$79��F95A�HC�75@7I@5H9�H<9�75G<�D5MA9BHG�:CF�CJ9F<958��.9@@=B;
5B8�58A=B=GHF5H=J9�75G<�D5MA9BHG�5F9�:FCA!=;IF9������.9@@=B;�5B8��8A=B=GHF5H=J9
�I8;9H�:CF�%9FFMTG�$79��F95A�
�K<9F9�5�G=A=@5F�89DF97=5H=CB�58>IGHA9BH�K5G�A589�
�5D=H5@�9LD9B8=HIF9�75G<�D5MA9BHG�5F9�:FCA!=;IF9��������5D=H5@� LD9B8=HIF9G
�I8;9H�:CF�%9FFMTG�$79��F95A��

/<9 @E96C�42D9�4@==64E:@?D�2?5�A2J>6?EDG97H=CB�=G�5@GC�K<9F9�CF;5B=N5H=CBG�=B7@I89
:=B5B7=B;�57H=J=H=9G�GI7<�5G�75G<�7C@@97H=CBG�:FCA�H<9�G5@9�C:�6CB8G�CF�75G<�D5MA9BHG
:CF�H<9�F9D5MA9BH�C:�65B?�@C5BG��%9FFMTG�$79��F95A�8C9G�BCH�<5J9�5BM�C:�H<9G9
:=B5B7=B;�57H=J=H=9G�

/<9�6CHHCA�G97H=CB�C:�H<9�75G<�6I8;9H�=G�K<9F9�H<9�9B8=B;�75G<�65@5B79�=G
75@7I@5H98�:CF�957<�6I8;9H�D9F=C8��/<9�A5B5;9F�F9GDCBG=6@9�:CF�75G<�D@5BB=B;

HMD=75@@M�H<9�HF95GIF9F
�G7FIH=B=N9G�H<=G�G97H=CB�75F9:I@@M��.CA9�CF;5B=N5H=CBG�AIGH
6CFFCK�75G<�HC�:IB8�H<9�H=A=B;�8=::9F9B79�69HK99B�K<9B�75G<�=G�IG98�:CF
DFC8I7H=CB�5B8�K<9B�75G<�=G�F979=J98�:FCA�G5@9G��/<9�75G<�6I8;9H�K=@@�G=;B5@�K<9B
G<CFH�H9FA�6CFFCK=B;�=G�B979GG5FM�5B8�5@@CKG�H=A9�:CF�H<9�HF95GIF9F�HC�5FF5B;9�:CF
:=B5B7=B;��/<9�75G<�6I8;9H�DF9G9BH98�=B!=;IF9��������5G<��I8;9H�:CF�%9FFMTG�$79
�F95A� G<CKG�H<5H�%9FFMTG�K=@@�BCH�B998�HC�6CFFCK�75G<�=B�5BM�C:�H<9�:CIF�EI5FH9FG�
$B�:57H
�%9FFMTG�$79��F95A�K=@@�<5J9�5�<9:HM�F9G9FJ9�C:�75G<�HCH5@=B;�����
����5H�H<9
9B8�C:�H<9�:CIFH<�EI5FH9F�

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���



REVIEW PROBLEM 9 .6

�5FC@TG��CC?=9G�<5G�H<9�:C@@CK=B;�=B:CFA5H=CB�D9FH5=B=B;�HC�H<9�75D=H5@
9LD9B8=HIF9G�5B8�75G<�6I8;9HG�

Capital Expenditures

/<9�7CAD5BM�D@5BG�HC�DIF7<5G9�G9@@=B;�5B8�58A=B=GHF5H=J9�9EI=DA9BH
HCH5@=B;����
����5B8�DFC8I7H=CB�9EI=DA9BH�HCH5@=B;����
������CH<�K=@@�69
DIF7<5G98�5H�H<9�9B8�C:�H<9�:CIFH<�EI5FH9F�5B8�K=@@�BCH�5::97H�89DF97=5H=CB
9LD9BG9�:CF�H<9�7CA=B;�M95F�

Cash Budget

�@@�G5@9G�5F9�CB�7F98=H��/<9�7CAD5BM�9LD97HG�HC�7C@@97H����D9F79BH�C:�G5@9G�=B
H<9�EI5FH9F�C:�G5@9
����D9F79BH�C:�G5@9G�=B�H<9�EI5FH9F�:C@@CK=B;�H<9�G5@9
�5B8
��D9F79BH�K=@@�BCH�69�7C@@97H98��658�896H����77CIBHG�F979=J56@9�5H�H<9�9B8�C:
@5GH�M95F�HCH5@98�����
���
�5@@�C:�K<=7<�K=@@�69�7C@@97H98�=B�H<9�:=FGH�EI5FH9F�C:
H<=G�7CA=B;�M95F�

�@@�8=F97H�A5H9F=5@G�DIF7<5G9G�5F9�CB�7F98=H��/<9�7CAD5BM�9LD97HG�HC�D5M���
D9F79BH�C:�DIF7<5G9G�=B�H<9�EI5FH9F�C:�DIF7<5G9�5B8����D9F79BH�H<9�:C@@CK=B;
EI5FH9F���77CIBHG�D5M56@9�5H�H<9�9B8�C:�@5GH�M95F�HCH5@98����
���
�5@@�C:�K<=7<
K=@@�69�D5=8�=B�H<9�:=FGH�EI5FH9F�C:�H<=G�7CA=B;�M95F�

/<9�75G<�65@5B79�5H�H<9�9B8�C:�@5GH�M95F�HCH5@98����
����

�� +F9D5F9�5�75D=H5@�9LD9B8=HIF9G�6I8;9H�:CF��5FC@TG��CC?=9G�IG=B;�H<9
:CFA5H�G<CKB�=B!=;IF9��������5D=H5@� LD9B8=HIF9G��I8;9H�:CF�%9FFMTG�$79
�F95A� �

�� +F9D5F9�5�75G<�6I8;9H�:CF��5FC@TG��CC?=9G�IG=B;�H<9�:CFA5H�G<CKB�=B
!=;IF9��������5G<��I8;9H�:CF�%9FFMTG�$79��F95A��

.C@IH=CB�HC�-9J=9K�+FC6@9A����

��

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���



'@E6��-96D6�24BF:D:E:@?D�H:==�92G6�?@�67764E�@?�56AC64:2E:@?�6IA6?D6�:?�E96�7@FCE9�BF2CE6C�
#E6>D�H:==�36�AFC492D65�2E�E96�6?5�@7�E96�J62C��-9FD�56AC64:2E:@?�368:?D�E96�7@==@H:?8
J62C�

��

��2D65�@?�D2=6D�3F586E���==�D2=6D�2C6�@?�4C65:E�����A6C46?E�4@==64E65�:?�E96�BF2CE6C�@7�D2=6	
���A6C46?E�4@==64E65�E96�7@==@H:?8�BF2CE6C	�2?5���A6C46?E�325�563E�

���2D65�@?�AFC492D6D�3F586E���==�AFC492D6D�2C6�@?�4C65:E�����A6C46?E�A2:5�:?�E96�BF2CE6C�@7
AFC492D6�2?5����A6C46?E�A2:5�E96�7@==@H:?8�BF2CE6C�

��� C@>�>2?F724EFC:?8�@G6C9625�3F586E���>@F?E�5@6D�?@E�:?4=F56�56AC64:2E:@?�

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���



���� C@>�D6==:?8�2?5�25>:?:DEC2E:G6�3F586E���>@F?E�5@6D�?@E�:?4=F56�56AC64:2E:@?�

����� C@>�42A:E2=�6IA6?5:EFC6D�3F586E�

1�I46DD�@7�4@==64E:@?D�@G6C�A2J>6?ED����2D9�4@==64E:@?D�7C@>�D2=6D�M��2D9�A2J>6?ED�7@C
>2E6C:2=D�AFC492D6D�M�@E96C�42D9�A2J>6?ED�

11��68:??:?8�42D9�32=2?46����2D9�32=2?46�2E�6?5�@7�AC6G:@FD�A6C:@5���2=2?46�7@C�7:CDE
BF2CE6C�:D�8:G6?�

111��?5:?8�42D9�32=2?46����I46DD�@7�4@==64E:@?D�@G6C�A2J>6?ED�7@C�E96�BF2CE6C����68:??:?8
42D9�32=2?46�

Budgeted Balance Sheet

*F6DE:@?��-96�3F586E65�32=2?46�D966E�:D�E96�=2DE�A:646�@7�E96�3F586E�AC@46DD�/92E�:D�E96
3F586E65�32=2?46�D966E	�2?5�9@H�:D�:E�AC6A2C65�

�BGK9F��/<9budgeted balance sheet�� =G�5B�9GH=A5H9�C:�H<9�9B8=B;�65@5B79G�:CF�5@@
65@5B79�G<99H�577CIBHG��(5B5;9FG�IG9�H<=G�HC�5GG9GG�H<9�=AD57H�H<5H�6I8;9H98�G5@9G
5B8�7CGHG�K=@@�<5J9�CB�H<9�:=B5B7=5@�7CB8=H=CB�C:�H<9�CF;5B=N5H=CB��29�DF9G9BH�H<9
6I8;9H98�65@5B79�G<99H�:CF�%9FFMTG�$79��F95A�=B!=;IF9��������I8;9H98��5@5B79�.<99H
:CF�%9FFMTG�$79��F95A��

$B:CFA5H=CB�B99898�HC�DF9D5F9�H<9�6I8;9H98�65@5B79�G<99H�:CF�%9FFMTG�$79��F95A�=G
G<CKB�H<FCI;<CIH�H<9�7<5DH9F�5B8�=G�F9:9F9B798�=B!=;IF9��������I8;9H98��5@5B79
.<99H�:CF�%9FFMTG�$79��F95A����88=H=CB5@�=B:CFA5H=CB�=G�DFCJ=898�<9F9�

O +@5BH�5B8�9EI=DA9BH��B9H��9LD97H98�5H�H<9�9B8�C:�H<9�6I8;9H�D9F=C8
��979A69F�����=G�����
����

O �CAACB�GHC7?�=GGI98�5B8�CIHGH5B8=B;�5H�H<9�9B8�C:�H<9�6I8;9H�D9F=C8
��979A69F�����=G�9LD97H98�HC�69�����
����

O �7HI5@�F9H5=B98�95FB=B;G�5H�H<9�9B8�C:�@5GH�M95F�HCH5@98�����
���
�5B8
BC�75G<�8=J=89B8G�K=@@�69�D5=8�8IF=B;�H<9�7IFF9BH�6I8;9H�D9F=C8�9B8=B;
�979A69F����

��� �B�9GH=A5H9�C:�H<9�9B8=B;
65@5B79G�:CF�5@@�65@5B79�G<99H
577CIBHG�

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���



 :8FC6���� �F586E65��2=2?46�,966E�7@C�$6CCJQD�#46��C62>

����	���������	����:?�7@FCE9�BF2CE6C�D2=6D�� :8FC6������,2=6D��F586E�7@C�$6CCJQD�#46��C62>���S����A6C46?E�E@�36
4@==64E65�?6IE�BF2CE6C�� :8FC6������2D9��F586E�7@C�$6CCJQD�#46��C62>���

�����	��������	����A@F?5D��  :8FC6�������:C64E�&2E6C:2=D�)FC492D6D��F586E�7@C�$6CCJQD�#46��C62>���S���A6C�A@F?5
� :8FC6�������:C64E�&2E6C:2=D�)FC492D6D��F586E�7@C�$6CCJQD�#46��C62>���

�����	�������	����F?:ED��  :8FC6������)C@5F4E:@?��F586E�7@C�$6CCJQD�#46��C62>���S��������  :8FC6�������F586E65�#?4@>6
,E2E6>6?E�7@C�$6CCJQD�#46��C62>���

1!:G6?�

11����	��������	����:?�7@FCE9�BF2CE6C�AFC492D6D�� :8FC6�������:C64E�&2E6C:2=D�)FC492D6D��F586E�7@C�$6CCJQD�#46
�C62>���S����A6C46?E�E@�36�A2:5�?6IE�BF2CE6C�� :8FC6������2D9��F586E�7@C�$6CCJQD�#46��C62>���

111���	��������	����:?�C6E2:?65�62C?:?8D�2E�6?5�@7�=2DE�J62C��8:G6?�������	����3F586E65�?6E�:?4@>6�7@C�E96�J62C
� :8FC6�������F586E65�#?4@>6�,E2E6>6?E�7@C�$6CCJQD�#46��C62>���

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���



Computer Application

0G=B;� L79@�HC��9J9@CD�5B�*D9F5H=B;��I8;9H

(5B5;9FG�C:H9B�IG9�GDF958G<99HG�HC�89J9@CD�CD9F5H=B;�6I8;9HG��.DF958G<99HG
<9@D�A5B5;9FG�D9F:CFAH92E
:75B5@MG=G�6M�@=B?=B;�H<9�7CADCB9BHG�C:�H<9
A5GH9F�6I8;9H�5B8�5IHCA5H=75@@M�A5?=B;�7<5B;9G�HC�6I8;9H�G7<98I@9G�K<9B
79FH5=B�9GH=A5H9G�5F9�F9J=G98��!CF�9L5AD@9
�=:�A5B5;9FG�5H�%9FFMTG�$79��F95A
K5BH98�HC�G99H92EKCI@8�<5DD9B:7G5@9G�=B�IB=HG�K9F9�897F95G98�6M����D9F79BH
:FCA�H<9�=B=H=5@�DFC>97H=CB�G<CKB�=B!=;IF9������.5@9G��I8;9H�:CF�%9FFMTG�$79
�F95A� 
�H<9M�KCI@8�G=AD@M�F98I79�G5@9G�6M����D9F79BH
�5B8�5@@�6I8;9H�G7<98I@9G
5::97H98�6M�H<=G�7<5B;9�KCI@8�5IHCA5H=75@@M�69�ID85H98�=B�H<9�GDF958G<99H�

�B�9L5AD@9�C:�<CK�HC�IG9� L79@�HC�89J9@CD�5B�CD9F5H=B;�6I8;9H�:CF�%9FFMTG�$79
�F95A�:C@@CKG��)CH=79�H<9�H56G�5H�H<9�6CHHCA�C:�H<9�GDF958G<99H��/<9�:=FGH�H56�=G
:CF�H<9�G5@9G�6I8;9H�KCF?G<99H
�H<9�G97CB8�H56�=G�:CF�H<9�DFC8I7H=CB�6I8;9H
KCF?G<99H
�H<9�B9LH�H56�=G�:CF�H<9�8=F97H�A5H9F=5@G�DIF7<5G9G�6I8;9H�KCF?G<99H

5B8�GC�CB���@@�H<9G9�KCF?G<99HG�5F9�@=B?98�GC�7<5B;9G�HC�79FH5=B�9GH=A5H9G�5F9
F9:@97H98�=B�H<9�5DDFCDF=5H9�6I8;9H�G7<98I@9G�

.DF958G<99H�DFC;F5AG�5F9�BCH�H<9�CB@M�K5M�A5B5;9FG�IG9�H97<BC@C;M�HC
:57=@=H5H9�H<9�6I8;9H=B;�DFC79GG���G�=B8=75H98�=B)CH9��������IG=B9GG�=B��7H=CB
���� H<9�296�=G�5@GC�5�IG9:I@�HCC@�K<9B�=H�7CA9G�HC�9::=7=9BH�6I8;9H=B;�

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���



Business in Action 9.2

(CJ=B;�:FCA�.DF958G<99HG�HC�$BHF5B9H��I8;9H=B;

/<9 Pacific Northwest National Laboratory (PNNL) =G�CB9�C:�B=B9
AI@H=DFC;F5A�B5H=CB5@�@56CF5HCF=9G�C:�H<9�0�.���9D5FHA9BH�C:� B9F;M�PNNL=G
CD9F5H98�6MBattelle Science and Technology International 
�5�;@C65@�G7=9B79
5B8�H97<BC@C;M�9BH9FDF=G9�H<5H�7CB8I7HG���
���
���
����KCFH<�C:�F9G95F7<�5B8
89J9@CDA9BH�5BBI5@@M�

/<9�!57=@=H=9G���*D9F5H=CBG��!�*���IG=B9GG�*::=79�5HPNNL<5G�CJ9F�����6I8;9H
57H=J=H=9G
�957<�C:�K<=7<�F9EI=F9G�5B�5BBI5@�6I8;9H��/<9�HCH5@�5BBI5@�6I8;9H�=G
���
���
�����+F=CF�HC�����
�57H=J=HM�A5B5;9FG�K9F9�F9EI=F98�HC�IG9� L79@�HC
DFC79GG�6I8;9H�=B:CFA5H=CB��/<9�!�*��IG=B9GG�*::=79�H<9B�ID@C5898�H<=G
=B:CFA5H=CB�HC�:CFAI@5H9�H<9�8=J=G=CBTG�6I8;9H�

�G�H<9�!�*��IG=B9GG�*::=79�69;5B�H<9�6I8;9H�DFC79GG�:CF�����
�A5B5;9A9BH
897=898�HC�6I=@8�5�296�65G98
�CF:?EC2?6E
�6I8;9H�5B8�D@5BB=B;�GMGH9A��/<9�B9K
GMGH9A�5@@CK98�A5B5;9FG�HC�IG9�H<9�296�HC�=BDIH�6I8;9H�=B:CFA5H=CB�8=F97H@M

H<IG�9@=A=B5H=B;�H<9�B998�HC�ID@C58�=B=H=5@�6I8;9HG�5B8�GI6G9EI9BH�6I8;9H
7<5B;9G�

(CJ=B;�HC�=BHF5B9H�6I8;9H=B;�69B9:=H98PNNLÕs!�*��IG=B9GG�*::=79�=B�G9J9F5@
K5MG���7H=J=HM�A5B5;9FG�BC�@CB;9F�<58�HC�IG9� L79@�HC�9BH9F�6I8;9H
=B:CFA5H=CB
�K<=7<�G5J98�����<CIFG��/<9�!�*��IG=B9GG�*::=79�G5J98����<CIFG�6M
BC�@CB;9F�<5J=B;�HC�ID@C58� L79@�6I8;9H�=B:CFA5H=CB���I8;9H�F9DCFHG�5F9�95GM
HC�7F95H9
�5B8�H<9�GMGH9A�DFCJ=89G�F95@�H=A9�F9DCFHG�:CF�5B5@MG=G�5B8�DFC>97H
A5B5;9A9BH�

(5BM�CF;5B=N5H=CBG�5F9�58CDH=B;�=BHF5B9H�6I8;9H=B;�5G�H<9�DF=A5FM�GCIF79�C:
D@5BB=B;�5B8�7CBHFC@���G�H<9�:=B5B7=5@�GD97=5@=GH�5HPNNLGH5H98
�=BHF5B9H
6I8;9H=B;�DFCJ=89G�R5�HCC@�H<5H�=G�95GM�HC�IG9
�577IF5H9
�5B8�G=AD@9�5B8�K=@@
7CBH=BI9�HC�G5J9�IG�H=A9�5B8�ACB9M�S

.CIF79G��(5FM�!���GH@9M
�R$BHF5B9H��I8;9H=B;
S,EC2E68:4� :?2?46
�(5M������
+57=:=7�)CFH<K9GH�)5H=CB5@�'56CF5HCFM
�R#CA9�+5;9
S<HHD�KKK�DB@�;CJ�

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���

http://www.pnl.gov


REVIEW PROBLEM 9 .7

�GGIA9��5FC@TG��CC?=9G�K=@@�7C@@97H����D9F79BH�C:�:CIFH<�EI5FH9F�6I8;9H98
G5@9G�=B�:I@@�B9LH�M95F��H<=G�F9DF9G9BHG�577CIBHG�F979=J56@9�5H�H<9�9B8�C:�H<9
:CIFH<�EI5FH9F���/<9�:C@@CK=B;�577CIBH�65@5B79G�5F9�9LD97H98�5H�H<9�9B8�C:
H<9�:CIFH<�EI5FH9F�

O +FCD9FHM
�D@5BH
�5B8�9EI=DA9BH��B9H�������
���
O �CAACB�GHC7?������
���

-9H5=B98�95FB=B;G�5H�H<9�9B8�C:�@5GH�M95F�HCH5@98����
���
�5B8�BC�75G<
8=J=89B8G�5F9�5BH=7=D5H98�:CF�H<9�6I8;9H�D9F=C8�9B8=B;��979A69F����

+F9D5F9�5�6I8;9H98�65@5B79�G<99H�:CF��5FC@TG��CC?=9G�IG=B;�H<9�:CFA5H
G<CKB�=B!=;IF9��������I8;9H98��5@5B79�.<99H�:CF�%9FFMTG�$79��F95A��

.C@IH=CB�HC�-9J=9K�+FC6@9A����

�����	����������	����:?�7@FCE9�BF2CE6C�D2=6D��7C@>�D2=6D�3F586E��S����A6C46?E�E@�36�4@==64E65�?6IE�BF2CE6C
�8:G6?��

�����	�������	����A@F?5D�S����A6C�A@F?5��7C@>�5:C64E�>2E6C:2=D�3F586E��

������	�������	����F?:ED��7C@>�AC@5F4E:@?�3F586E��S�������4@DE�A6C�F?:E��7C@>�3F586E65�:?4@>6�DE2E6>6?E��

�<5DH9F���#CK��F9�*D9F5H=B;��I8;9HG��F95H98�

����/<9�(5GH9F��I8;9H ���



1!:G6?�

11����	����������	����:?�7@FCE9�BF2CE6C�AFC492D6D��7C@>�5:C64E�>2E6C:2=D�3F586E��S����A6C46?E�E@�36�A2:5
?6IE�BF2CE6C��8:G6?��

111�����	��������	���:?�C6E2:?65�62C?:?8D�6?5�@7�=2DE�J62C��8:G6?�������	����3F586E65�?6E�:?4@>6��7C@>
3F586E65�:?4@>6�DE2E6>6?E��

Wrap-Up of Chapter Example
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9.4 Budgeting in Nonmanufacturing Organizations

LEARNING OBJECTIVE
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Not-for-Profit Organizations
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Business in Action 9.3
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9.5 Ethical Issues in Creating Operating Budgets

LEARNING OBJECTIVE
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