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Tndicate whether each of the following statements is true or false by inserting a capital

T o

“F" in the blank space provided.

Accountants have the prime responsibility for preparing the budget.
The flexible budget formula is: (Units of output x Unit fixed cost) + Total
variable costs.

Budgets may be prepared for varying periods of time ranging from a period
of only a few months to many years.

Budget variances are indicators of efficiency because they compare actual
costs incuurred at a certain level of operations with the budgeted amounts for
that same level of operations.

‘Both the sales budget and the production budget should be stated in units for
the relevant planning period.

‘The operating budget should include direct variable costs enly.

Budgets can be used effectively as a means of coordination as managers
become more aware of each ofhers’ plans.

‘Projected balance sheets and income statements show a comparisan of actual
sresults with results for the preceding operating period.

The financial budget helps plan future camings and results in a projected
income statement, while the operating budget helps management plan the
financing of assets and results in a projected future balance sheet.

Because of uncertainty about the future, budgets should be prepared only for
ayearat a time.

. A budget can be used only for planning purposes because it shows the

company’s objectives.
If a company operates in an uncertain environment, it showld not attempt to
prepare a budget because the chances are high that it will not be highly
accurate.

Effective budgeting can usually be achieved even though top management
support is lacking.
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Strictly fixed costs account for mst of the costs in a typical company.
‘Budget preparation should stast with management's plans and objectives.

All factory overhead costs have the same cost behavior and can be treated ina
‘manner similar to direct materials costs.

‘Even though sales and production personnel operate in different wnits of an
organization, there is a close relationship and dependence between these two.
groups when budgets are prepared.

The reason that a cost was incurred is not important in evaluating
‘peformance.

Because so much time and care go into the preparation of a budget, once it is
‘prepaed, it should ot be revised.

In an effective budgeting system, periodic budget reports are prepared in
which comparisons of actual data with budgeted data are made.

Before a useful budget can be prepared, managers must agree on company
‘policics, plans, and goals.

Because budgets are concerned with future operations, historical data should
ot be used in the preparation of budgets.

Budgeting should aid management in practicing the management by
‘exception principle.

A flexible budget is designed primarily to change automatically the budget
level of a given cost if volume differs from that expected.
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