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	Resource
	Description

	Teacher Resource 4.1
	Presentation and Notes: Budgeted Income Statement (includes separate PowerPoint file)

	Teacher Resource 4.2
	Modeling Templates: Sami's Skateboards' Budgeted Income Statements (separate Excel file)

	Teacher Resource 4.3
	Answer Key: Sami's Skateboards' Comparative Income Statement 

	Teacher Resource 4.4
	Answer Key: Analyzing a Comparative Income Statement 

	Teacher Resource 4.5
	Answer Key: Sami's Skateboards' Sales Budget Schedule

	Teacher Resource 4.6
	Answer Key: Sami's Skateboards' Budget Schedules

	Teacher Resource 4.7
	Answer Key: Sami's Skateboards' Budgeted Income Statement 

	Teacher Resource 4.8
	Answer Key: Sami's Skateboards' Budget Variance Report

	Teacher Resource 4.9
	Prompts: Learning Objective Reflection (separate PowerPoint slide)

	Teacher Resource 4.10
	Guide: Teaching Reflection

	Teacher Resource 4.11
	Key Vocabulary: Budgeted Income Statement


Teacher Resource 4.1
Presentation Notes: Budgeted Income Statement
Before you show this presentation, use the text accompanying each slide to develop presentation notes. Writing the notes yourself enables you to approach the subject matter in a way that is comfortable to you and engaging for your students. Make this presentation as interactive as possible by frequently stopping to ask questions and encourage class discussion.  
	[image: C:\Users\Mika\Documents\Pearson\2016\April\25\ManagerialAccounting_Lesson4_Presentation_ROOT_042116\Slide1.JPG]
This presentation gives an overview of the process managers use to create budgeted income statements, projections of a company's future earnings and expenses for a given period. 
Although each company has unique budget data, all follow the same steps and make the same calculations to create these essential financial statements for budget planning.

	Presentation notes
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Also called a statement of earnings and a profit and loss (P&L), the income statement is one of the key financial statements that managerial accountants use to help determine future sales, purchases, and expenses. It summarizes a company's net income for a given period, usually one year. 
Net income is often referred to as the bottom line since it is the last line on the income statement. Revenue minus expenses equal net income.
Of course, managers need to analyze more than just one number to make effective, profitable budget decisions. That is why they compare the income statements of two or more consecutive years. By doing so, managers can see trends and determine how to meet goals. Comparing income statements in this way allows companies to monitor profitability and efficiency. 

	Presentation notes
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Once managers compile the necessary data, they create a comparative income statement. This financial statement includes sales, cost of goods sold, and expenses for two years and an analysis of this data. The analysis compares the data against itself the previous year, calculating the percentage increase or decrease of each item on the income statement to identify trends. 
Managers review whether the percentage changes they see are favorable, unfavorable, or normal compared with net sales. For example, if an expense is increasing faster than sales, that is an unfavorable trend. Managers then try to identify the reasons for the unfavorable changes to mitigate them and the reasons for the favorable changes to continue them. They also need to determine if the variances are one-time occurrences or will be ongoing.
Once managers have compared the income statement data and analyzed the trends that data shows, they move to the next step of the budget process: operational planning. 

	Presentation notes
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Once managers have thoroughly analyzed the comparative income statement, they are ready to set goals and create a plan to meet them. This process is called operational planning.  
Most firms create annual operational plans that outline how the company will meet its goals because internal circumstances, such as costs, and external circumstances, such as economic conditions and degree of competition, change. Cyclical businesses also take their standard business cycle into account when budgeting. A business that creates Christmas wrapping paper would likely have concentrated sales August through October and no sales during the year. They would, however, have expenses for sales and manufacturing during the rest of the year. These would all be factored into the budget and reflected in the months when the activity would actually occur.
Operational plans refine the goals using both internal and external data. Examples of goals include increasing sales by 5 percent and decreasing expenses by 10 percent.
After managers complete their operational plans, they move to the final step of the budgeting process: creating a budgeted income statement. This financial statement projects the sales, cost of goods sold, and expenses for the coming fiscal year based on the operational plan. 
Why can't all goals fit into an operational plan? One answer is that only goals and outcomes can measure with numbers fit into an operational plan.

	Presentation notes
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Budget schedules are detailed financial statements that show the operations of a specific part of a business for a set period. Budget schedules are separated into quarterly or monthly projections so that managers can compare budgeted amounts with actual performance throughout the year. 
There are three types of budgeted schedules: sales, purchases, and expenses. The sales budget schedule presents projected net sales for the year. The net sales are broken into projected quarterly amounts, partly based upon prior year results and quarterly unit sales prices. The purchases budget schedule projects the cost of purchases by calculating how much inventory is in stock, how much should stay in stock, how much must be bought, and how much it will cost to buy it. 
There are three types of expenses budget schedules. The first is the selling expenses budget, which projects the total selling expenses, including advertising, delivery, salespersons' salaries, and other costs of selling the product. The other revenue and expenses project how much interest expense a company will pay, the interest income it may earn, and any gains or losses from selling fixed assets. The administrative expenses budget schedule projects how much insurance, rent, utilities, and so on will cost. 

	Presentation notes
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The completed budgeted income statement reflects sales, expenses, and other income projections for a fiscal year, broken into quarters (or months). Companies use the budgeted income statement to both be prepared and to meet their financial goals. They can check quarterly (or monthly) to see if they are being successful by looking at the budgeted income statement and comparing it to actual results using a budget variance report. 

	Presentation notes
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A budget variance report is similar to a budgeted income statement because it compares a company's sales, costs, and expenses. However, instead of comparing consecutive years' actual data, a budget variance report compares the projected (budgeted) sales, costs, and expenses for a month or a quarter against what happenedthe actual numbers. That way, they can make changes, if needed, to improve the results for the remainder of the year (before it's too late).
Managers use these reports to help refine their goals and operational plans to become more efficient and more profitable every year. 

	Presentation notes


Teacher Resource 4.3
Answer Key: Sami's Skateboards' Comparative Income Statement 
	Sami's Skateboards

	Comparative Income Statement

	For Years Ended December 31, 2013 and 2014

	 
	 
	 
	Increase/(Decrease)

	 
	2014
	2013
	Amount 
	Percentage

	Operating Revenue
	 
	 
	 
	 

	   Net Sales
	44,350
	38,795
	5,555
	14.32%

	Cost of Merchandise Sold
	23,420
	20,550
	2,870
	13.97%

	Gross Profit on Operations
	20,930
	18,245
	2,685
	14.72%

	Operating Expenses
	 
	 
	 
	 

	Selling Expenses
	 
	 
	 
	 

	   Advertising Expense
	995
	685
	310
	45.26%

	   Delivery Expense
	550
	480
	70
	14.58%

	   Supplies Expense—Sales
	320
	405
	-85
	-20.99%

	Total Selling Expenses
	1,865
	1,570
	295
	18.79%

	Administrative Expenses
	 
	 
	 
	 

	   Depr. Expense—Office Equipment
	400
	0
	400
	N/A

	   Depr. Expense—Computer System
	620
	0
	620
	N/A

	   Insurance Expense
	880
	795
	85
	10.69%

	   Payroll Taxes Expense
	250
	220
	30
	13.64%

	   Rent Expense
	3,900
	3,800
	100
	2.63%

	   Salary Expense—Administrative 
	5,255
	4,100
	1,155
	28.17%

	   Supplies Expense—Administrative
	325
	285
	40
	14.04%

	   Uncollectible Accounts Expense
	345
	885
	-540
	-61.02%

	   Utilities Expense
	550
	525
	25
	4.76%

	Total Administrative Expenses
	12,525
	10,610
	1,915
	18.05%

	Total Operating Expenses
	14,390
	12,180
	2,210
	18.14%

	Income from Operations
	6,540
	6,065
	475
	7.83%

	Other Revenue and Expenses
	 
	 
	 
	 

	   Interest Revenue
	205
	250
	-45
	-18.00%

	Net Income before Federal Income Tax
	6,745
	6,315
	430
	6.81%

	Federal Income Tax Expense
	1,012
	947
	65
	6.86%

	Net Income after Federal Income Tax
	5,733
	5,368
	365
	6.80%

	Units of Item Sold
	260
	230
	30
	13.04%



Teacher Resource 4.4
Answer Key: Analyzing a Comparative Income Statement 
Questions
1. What is Sami's Skateboards' net sales percentage increase?
14.32%
2. What is Sami's Skateboards' net income percentage increase?
6.8%
3. Name one cost or expense that has caused net income to decrease. What might explain this change?
Advertising, delivery, salary, administrative supplies; reasons why will vary.
4. Name one cost or expense that has caused net income to increase. What might explain this change?
Rent, uncollectible accounts, utilities; reasons why will vary.
5. Explain why companies want increases in expenses to be a lower percentage than the net sales percentage increase. 
Because it will increase net income. 
6. What would be the long-term effect to Sami's Skateboards if expenses increased at a faster rate than net sales?
Net income would decrease, and the company would need to find ways to increase net sales or lower expenses.






Teacher Resource 4.5
Answer Key: Sami's Skateboards' Sales Budget Schedule 
	Sami's Skateboards

	Sales Budget Schedule

	For Year Ended December 31, 2015

	Schedule 1

	 
	Annual
	Quarter

	 
	Budget
	1st
	2nd
	3rd
	4th

	Actual Unit Sales, 2014
	260
	54
	63
	58
	85

	Sales Percentage by Quarter
	 
	20.8%
	24.2%
	22.3%
	32.7%

	Projected Unit Sales, 2015
	290
	60
	70
	65
	95

	Times Unit Sales Price
	 
	$175.00
	$175.00
	$175.00
	$175.00

	Net Sales
	$50,750
	$10,500
	$12,250
	$11,375
	$16,625



Teacher Resource 4.6
Answer Key: Sami's Skateboards' Budget Schedules
	Sami's Skateboards

	Purchases Budget Schedule

	For Year Ended December 31, 2015

	Schedule 2

	 
	Quarter

	 
	1st
	2nd
	3rd
	4th

	Ending Inventory in Units
	24
	26
	38
	24

	Unit Sales for Quarter
	60
	70
	65
	95

	Total Units Needed
	84
	96
	103
	119

	Less Beginning Inventory in Units
	38
	24
	26
	38

	Purchases in Units
	46
	72
	77
	81

	Times Unit Cost
	$90.00
	$90.00
	$90.00
	$90.00

	Cost of Purchases
	$4,140
	$6,480
	$6,930
	$7,290



	Sami's Skateboards

	Selling Expenses Budget Schedule

	For Year Ended December 31, 2015

	Schedule 3

	 
	Annual
	Quarter

	 
	Budget
	1st
	2nd
	3rd
	4th

	Advertising Expense
	 $  1,116 
	  $231 
	$269 
	$250 
	$366 

	Delivery Expense
	610
	126
	147
	137
	200

	Supplies Expense—Sales
	356
	74
	86
	80
	116

	Total Selling Expenses
	$2,082
	$431
	$502
	$467
	$682



	Sami's Skateboards

	Administrative Expenses Budget Schedule

	For Year Ended December 31, 2015

	Schedule 4

	 
	Annual
	Quarter

	 
	Budget
	1st
	2nd
	3rd
	4th

	Depr. Expense—Office Equipment
	$400
	$100
	$100
	$100
	$100

	Depr. Expense—Computer System
	620
	155
	155
	155
	155

	Insurance Expense
	977
	244
	244
	244
	245

	Payroll Taxes Expense
	675
	169
	169
	169
	168

	Rent Expense
	3,510
	878
	878
	877
	877

	Salary Expense—Administrative
	5,623
	1,406
	1,406
	1,406
	1,405

	Supplies Expense—Administrative
	356
	74
	86
	80
	116

	Uncollectible Accounts Expense
	406
	84
	98
	91
	133

	Utilities Expense
	580
	145
	145
	145
	145

	Total Administrative Expenses
	$13,147
	$3,255
	$3,281
	$3,267
	$3,344



	Sami's Skateboards

	Other Revenue and Expenses Budget Schedule

	For Year Ended December 31, 2015

	Schedule 5

	 
	Annual
	Quarter

	 
	Budget
	1st
	2nd
	3rd
	4th

	Other Revenue and Expenses 
	 
	 
	 
	 
	 

	   Interest Revenue
	$205
	$51
	$51
	$51
	$52




Teacher Resource 4.7
Answer Key: Sami's Skateboards' Budgeted Income Statement 

	Sami's Skateboards

	Budgeted Income Statement

	For Year Ended December 31, 2015

	 
	Annual
	Quarter

	 
	Budget
	1st
	2nd
	3rd
	4th

	Operating Revenue
	 
	 
	 
	 
	 

	   Net Sales (Schedule 1)
	$50,750
	$10,500
	$12,250
	$11,375
	$16,625

	Cost of Merchandise Sold
	 
	 
	 
	 
	 

	   Beginning Inventory
	3,420
	3,420
	2,160
	2,340
	3,420

	   Purchases (Schedule 2)
	24,840
	4,140
	6,480
	6,930
	7,290

	   Total Merchandise Avail. for Sale
	28,260
	7,560
	8,640
	9,270
	10,710

	   Less Ending Inventory
	2,160
	2,160
	2,340
	3,420
	2,160

	 Total Cost of Merchandise Sold
	26,100
	5,400
	6,300
	5,850
	8,550

	Gross Profit on Operations
	24,650
	5,100
	5,950
	5,525
	8,075

	Operating Expenses
	 
	 
	 
	 
	 

	   Selling Expenses (Schedule 3)
	2,082
	431
	502
	467
	682

	   Admin. Expenses (Schedule 4)
	13,147
	3,255
	3,281
	3,267
	3,344

	   Total Operating Expenses
	15,229
	3,686
	3,783
	3,734
	4,026

	Income from Operations
	9,421
	1,414
	2,167
	1,791
	4,049

	   Net Addition (Schedule 5)
	205
	51
	51
	51
	52

	Net Income before Fed. Income Tax
	9,626
	1,465
	2,218
	1,842
	4,101

	   Fed. Income Tax Expense
	1,444
	220
	333
	276
	615

	Net Income after Fed. Income Tax
	$8,182
	$1,245
	$1,885
	$1,566
	$3,486




Teacher Resource 4.8
Answer Key: Sami's Skateboards' Budget Variance Report

	Sami's Skateboards

	Budget Variance Report

	For Year Ended December 31, 2015

	 
	 
	 
	Increase/(Decrease)

	 
	Budgeted
	Actual
	Amount
	Percentage

	Operating Revenue
	 
	 
	 
	 

	   Net Sales
	50,750
	56,000
	5,250
	10.34%

	Cost of Merchandise Sold
	26,100
	28,800
	2,700
	10.34%

	Gross Profit on Operations
	24,650
	27,200
	2,550
	10.34%

	Operating Expenses
	 
	 
	 
	 

	Selling Expenses
	 
	 
	 
	 

	   Advertising Expense
	1,116
	1,232
	116
	10.39%

	   Delivery Expense
	610
	672
	62
	10.16%

	   Supplies Expense—Sales
	356
	392
	36
	10.11%

	Total Selling Expenses
	2,082
	2,296
	214
	10.28%

	Administrative Expenses
	 
	 
	 
	 

	   Depr. Expense—Office Equipment
	400
	400
	0
	0.00%

	   Depr. Expense—Computer System
	620
	620
	0
	0.00%

	   Insurance Expense
	977
	960
	-17
	-1.74%

	   Payroll Taxes Expense
	675
	720
	45
	6.67%

	   Rent Expense
	3,510
	3,510
	0
	0.00%

	   Salary Expense—Administrative
	5,623
	5,990
	367
	6.53%

	   Supplies Expense—Administrative
	356
	392
	36
	10.11%

	   Uncollectible Accounts Expense
	406
	448
	42
	10.34%

	   Utilities Expense
	580
	578
	-2
	-0.34%

	Total Administrative Expenses
	13,147
	13,618
	471
	3.58%

	Total Operating Expenses
	15,229
	15,914
	685
	4.50%

	Income from Operations
	9,421
	11,286
	1,865
	19.80%

	Other Revenue and Expenses
	 
	 
	 
	 

	   Interest Revenue
	205
	205
	0
	0.00%

	Net Income before Federal Income Tax
	9,626
	11,491
	1,865
	19.37%

	Federal Income Tax Expense
	1,444
	1,724
	280
	19.37%

	Net Income after Federal Income Tax
	8,182
	9,767
	1,585
	19.37%

	Units of Item Sold
	290
	320
	30
	10.34%

	Average Price per Item Sold
	175
	175
	0
	

	Average Cost per Item Sold
	90
	90
	0
	




Teacher Resource 4.10
Guide: Teaching Reflection
This guide provides ideas for improving students' ability to reflect on their learning. It includes specific suggestions for helping students reflect on meeting the learning objectives of a lesson. Students participating in NAFTrack Certification will benefit from practicing reflective writing, since they will respond to reflection prompts as part of the NAFTrack Certification process.
All thinking requires some type of reflection in order for learning to take place. Reflection is a cluster of skills that involves observing, questioning, and putting ideas and experiences together to give a fresh meaning to them all. The reflection activities throughout this course bring students a sense of ownership of what they have learned and a better understanding of themselves and their abilities. 
Build your students' reflection skills by starting with easier reflection questions that lead to more complex ones. The list below, based on Bloom's Taxonomy, helps students break down what they need to think about so that they gain confidence and strengthen their metacognition. Because each question takes the previous answer a step further, students can come up with answers to each question and eventually wind up with everything they need to work with to craft an answer for the highest-level reflection questions.
	Learning Levels (From Lower to Higher Order)
	Examples of Reflection Questions

	Remembering (retrieving, recognizing, recalling)
	What can I remember? What did I do?

	Understanding (constructing meaning)
	What do I think it means? What conclusions did I come to? What are my takeaways? What did I get out of it?

	Applying (extending learning to a new setting)
	How could I use this [knowledge, experience] again? In what new way could this be valuable?

	Analyzing (breaking material apart, seeing how the parts fit together and what the overall purpose is)
	What are the different parts of this [experiment, assignment, project, experience]? As a whole, what is the purpose/main idea? 

	Evaluating
	What has this [project, assignment, experience, experiment] taught me about myself—my strengths, my challenges? What am I proud of? What could I do better next time? What are my contributions? I used to think…but now I think….

	Creating
	Is there another, better way to put the pieces of this [project, assignment, experience, experiment] together? What could I [create, write, plan] next? 

	Another source of ideas for teaching reflection: http://www.visiblethinkingpz.org/



Follow these tips to guide students in responding to reflection questions on learning objectives:
Read the reflection question aloud to the class and have students rephrase the question using their own words.
Explain that they should use the reflection question to describe what they have learned during the lesson as it relates to the learning objective. 
Review the meaning of the learning objective before students get started on their reflections. 
Refer to the examples below, which represent good responses to these types of reflection questions.
Example
Below is an example Principles of Accounting learning objective with example student reflection prompts and responses. You can copy and paste these examples into a Word document for students to review and discuss as a class. You can add more prompts for students to answer, or customize this content to best suit your students and your goals for them.
Learning objective
Explain the importance of journalizing 
Prompts and responses
Think of the assignments that you completed during this lesson. Choose one to use as your work sample as you answer the questions below.
Explain how completing this work sample helped you to meet this learning objective. Describe the ideas and skills that you used. 
I chose the general journal I completed for Sally's Surf and Scuba as my work sample. This activity gave me practice with the first stage of the accounting cycle—journalizing. I learned that without journaling, it would be difficult to determine which accounts should be debited and credited when creating the general ledger. Posting transactions in the general journal also makes it easier to find mistakes later on when the trial balance is created. The general journal is a great source of information to check the accuracy of accounting documents.
Describe what you could improve about your work sample. 
I could have double-checked my work to make certain that the transactions were properly recorded by date. A couple of financial transactions were recorded with the wrong date. I could have also improved my work sample by using better handwriting and correct spelling for the descriptions of the financial transactions so that my group members could use my general journal more easily.
Promoting Reflection in the Classroom
You can also use the following sample questions to promote a culture of reflection in your classroom—during class and small-group oral reflections, during PowerPoint presentations, and when students are having a discussion and you want to draw them out more.
Can you discuss that more?
Why do you think that happens?
What evidence do you have to support that?
Do you see a connection between this and _________?
Does this remind you of anything else?
How else could you approach that?
How could you do that?
Teacher Resource 4.11
Key Vocabulary: Budgeted Income Statement
	Term
	Definition

	budget schedule
	A detailed financial statement of one segment of a business over a period of time. Budget schedules are used to create budgeted income statements. 

	budget variance report
	A comparison of a budgeted income statement to actual results. Managers use this to create more accurate future budgets as well as to make operational corrections midyear, if necessary, to improve the results for the remainder of the year.  

	budgeted income statement
	A projection of the revenues, expenses, and net income for a fiscal year. 

	comparative income statement
	An income statement that shows sales, costs, and expenses for two consecutive years. Managers use comparative income statements to identify trends and improve future performance. 

	income statement
	A financial document that shows a company's revenues, expenses, and net income over a specific period of time. Annual income statements are usually broken into quarters. 

	operational plan
	The company statement of its goals for the budget year.
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