
Scenario:
Trudeau Organic Orchards (TOO) is a family-owned business that grows organic apples for the production of organic apple drinks. TOO manufactures apple cider and apple juice. The apples are harvested, brought to the juicing plant, and sorted by type and grade for further processing into apple juice and cider. TOO feels it has placed itself in a unique niche market catering to people who insist on organic foods and beverages. TOO has only a few competitors. Most large apple juice manufactures do not want to supply this relatively small market. 
Trudeau Orchards has been in business for many years as an apple juice manufacturer. But the organic apple drink business, TOO, has only been in operation for the last 3 years. TOO is run as a completely separate business. Therefore, the apple drinks can be certified as organic, and profitability is tracked for the organic manufacturing business.
TOO has been operating based on an actual cost reporting system. It does not have a formal costing system.
You were recently hired as the cost accountant for Trudeau Organic Orchards. You have been asked by the owners to put together a costing system for the apple drink manufacturing process and an operating budget for 2006. The purpose of this is to track the actual cost against an established budget and costing system, which will allow for performance tracking. 
TOO has grown to $2.5 million in net sales in 2005. Click here to view the financial reports for the past 3 years.
Click here to view TOO's actual activity for the past 3 years and budget for 2005.
Click here to view the TOO's process flow chart.
[image: https://campus.ctuonline.edu/courses/ACC445/Assignment_Assets/1_scenario_a.gif]
[image: https://campus.ctuonline.edu/courses/ACC445/Assignment_Assets/1_scenario_c.gif]

[image: https://campus.ctuonline.edu/courses/ACC445/Assignment_Assets/1_scenario_b.gif]




image3.gif
Trudeau Organic Orchards

2003-2005 Activity

Budget
MNo. Activity 2003 2004 2005 2005

1 [Totel net sales @ollers) 31,500,000 51,900,000 32,500,000 | 52,400,001
2 [ Apple juice sales (ollars) 1,200,000 | 1,560,000 | 2,000,000 | $1,800,000]
3 | Anple cider sales (dallars) 300,000 | $340,000| _ $500,000 | 800,000
4 [Total unit sales @allons 275,000 340,000 440,000 420,000
5 | Appe juice sales (allons) 225,000 250,000 350,000 515,000
6 | Apple cider sales (gallans) 50,000 60,000 50,000 105,000
7 [Sales price per galion 3545 3559 3568 3571
o | Appe juice 5535 557 5571 571
S [ Appe cider 5500 5567 5555 5571
10 Total cost of geodssold $975,000] $1.217.000 31,555,000 | $1,470,000
11 [ Apple juce, 778,500 | $950,000| $1,204,000 | $1,074,000
12 | Apple cider 196,500 |  $257,000]  5351,000|  $399,000
13 [Total cost of production 3977,350] 31,313,500 _$1.686,900 | $1,472,000
14 [ Apple juice. 761,200 | $957,500 | 1,235,400 | $1,054,000
15| Apple cider 5216,150|  $316.,000] 3445500 | 416,000
16 [Total unit production @ailons 275,000 365,000 475,000 420,000
47 [ Apple juce produstion (gallons) 220,000 255,000 360,000 510,000
18 | Appl cider production (pallons) 55,000 50,000 115,000 110,000
19 [Production cost per gallon 3355 3360 335 3350
20 [ Apple juice. 5345 5350 5541 53.40
21 Apple cider 5393 53,95 53.90 53,80
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Trudeau Organic Orchards
Income Statement
Budget
2003 2004 2005 2005
Revenue
Sales 1,515,000 | 1,919,000 | $2,525,000 | $2,40,000
Sales discaunts 15000 1so00]  2s.0m 20,000
et sales 1,500,000 | 1,900,000 | $2,500,000 | $2,400,000
Cost of goods o 575,000 1,217,000 1,555,000 | 1,470,000
Gross rargin 525,000 | _$683,000 | $945,000 | $930,000
Expenses.
Depreciation $120,000 | _§120,000 | _$720,000 | 120,000
Salaries 50,000 65,000 112,000 | 102,000
(Offce and warehause rert 45,000 s5000]  ss0m 55,000
Baa debt expense 5.000] 10000] 25000 15,000
Suppiies 7,000 4,000 5,000 4,000
Miscellanzous 1,000 5000 5,000 4,000
[Total expenses $225,000 | _§257,000 | _$325,000 | 300,000
[Net income before taxes| _§300,000 | $426,000| 620,000 | §680,000
Balance Sheet
Budget
2003 2004 2005 2005
[Assets
Current assets
Cash 525,000 540,000 558,000 576,000
[cc ourts recenvable 5,000 5,000 5.000 4,000
invertory 240,000 336,500 466,400 580,000
[Total current assets $271,000] _ $361,500 ] §534,400 | §383,500
Flant equipment 1,200,000 | 1,080,000 460,000 460,000
[Total assets $1,471,000] 31,461,500 | $1,494,400 [ 51,343,500
Current liabilifies
[Bccounts payable 55,000 8,000 56,000 55,000
Eauities
Owners” squi 1,200,000 | 1,200,000 | _§1,200,000 | 1,200,000
Retained sarnings 265,000 253,500 286,400 138,500
Total cwners' exufy T.466,000| 1,453,500 1,468,400 | 1,538,500
Total liabilities $1.471,000] _ $1.461,500] 51,494,400 $1,343,500
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Trudeau Organic Orchards Process Flow

Joint Processing Splitoff Point

Trudeau Organic Orchards
grows organic apples.

v

Trudeau Organic Orchards
harvests organic apples.

v

Trudeau Organic Orchards
sorts and grade organic apples

/

_._\\

Trudeau Organic Orchards
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Trudeau Organic Orchards
Cider Production

Trudeau Organic Orchards

Joint Production Cost

2003 2004

[Joint production cost| $245,000 | $330,000

2005
$422,000





