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Chapter 2: Applying Excel

The completed worksheet is shown below.
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$12.000

56,000

7 Variable seling 600

8| Variable administrative 5400
9 Fixed costs

10| Fixed seling 52,500

Fixed administrative $1.500

13 |Enter a formula into each of the cells marked with a ? below
Exhibi

5 | Traditional Format Income Statement
Sal

17 Sales s 12000
18  Cost of goods sold 6,000
1 6,000
) Selling and administrative expenses:
21 Seling s 3100
22| Administrative 1,900
23 Net operating income B
25 ttion Format Income Statement
E s 12000
; expenses:
28| Cost of goods sold s 6000
29 Variable seling
0| Variabl 400 7.000
31 Contribution margin 5,000
32 Fixed expenses
33 Fixed seling 25500
t| Fixed administrative 1500 4,000
Net operating income 51,000
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Chapter 2: Applying Excel (continued)
The completed worksheet, with formulas displayed, is shown below.

[image: image2.jpg]Variable administration

Fixed selling
Fixed administrative
Net operating income

4 A L B | c LD
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12000
6000
| Variable selling 600
5 | Variable administrative 400
) |Fixed costs:
0| Fixed seling 2500
Fixed administrative 1500
13 |Enter a formula into each of the cells marked with a ? below
¢ Exhi
5 | Traditional Format Income Statement
Sales =84
3 Cost of goods sold =86
=Ci7cis
0 Seling and administrative expenses:
Seling =B7+810
2| Administrative =B8+B11 =B21+B22
3 Nt operating income =C19.C22
| tion Format Income Statement
=B84

ERN ] 1 [





[Note: To display formulas in Excel 2007, select Office Button > Excel options > Advanced > Show formulas in cells instead of their calculated amounts. To display the formulas in other versions of Excel, consult Excel Help.]
Chapter 2: Applying Excel (continued)
1.
When the variable selling cost is changed to $900, the worksheet changes as show below:
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$12.000

6,000

Variable selling 5900

Variable administrative 5400
Fixed costs:

Fixed selling 52,500

Fixed administrative $1.500

13 |Enter a formula into each of the cells marked with a ? below
Exhibi

5 | Traditional Format Income Statement
Sal

les. s 12000
Cost of goods sold 6,000
6,000
) Selling and administrative expenses:
Selling s 3400
Administrative 1,900

3 Nt operating income

s 12000
s 6000
Variable selling 900
0| Variabl 400 7300
Contribution margin 4,700
Fixed expenses:
Fixed selling 25500
Fixed administrative 1,500

Net operating income







The gross margin is $6,000; the same as it was before. It did not change because the variable selling expense is deducted after the gross margin, not before it on the traditional format income statement.

Chapter 2: Applying Excel (continued)
2.
The new worksheet appears below:
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56,600

7 Variable seling 5990

8| Variable administrative s440
9 Fixed costs

10| Fixed seling 52,500

Fixed administrative $1.500

13 |Enter a formula into each of the cells marked with a ? below
Exhibi

5 | Traditional Format Income Statement
Sal

g

les
Cost of goods sold 6.600

) Selling and administrative expenses:
Selling B
Administrative

3 Net operating income

E s 13200
: S 6600
29 Variable seling 990
0| Variabl 40 8030
31 Contribution margin 5170
32 Fixed expenses
33 Fixed seling 25500
Fixed administrative 1,500

Net operating income





Chapter 2: Applying Excel (continued)


The variable costs increased by 10% when the sales increased by 10%, however the fixed costs did not increase at all. By definition, total variable cost increases in proportion to activity whereas total fixed cost is constant. (In the real world, cost behavior may be messier.)



The contribution margin also increased by 10%, from $6,000 to $6,600, because both of its components—sales and variable costs—increased by 10%.



The net operating income increased by more than 10%, from $700 to $1,170, because even though sales and variable expenses increased by 10%, the fixed costs did not increase by 10%.
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