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Case Objectives and Use

The case objective is to enhance student understanding of  importance of budgeting and forecasting when making a decision to purchase an ongoing business.  The case has students develop an excel spreadsheet in order to calculate breakeven sales in the analysis of the potential purchase and operation of a retail fashion boutique.  The spreadsheet must be formula based to also calculate the sales required to earn a net income of $22,500 which is a 15% ROE.  This case is designed to provide a practical application for the students to develop a multi-step income statement using Excel. 
The case was specifically written to illustrate the budgeting process and sensitivity analysis in an introductory class in Management Accounting.  It could, however be used in a more advanced accounting or management class.

Case Synopsis

Elizabeth Morgan hires Hamilton & Phillips, PA CPA to help her analyze the possible purchase of Paradise Fashion Boutique, a retail fashion boutique in a Florida retail center specializing in fashionable sports clothing for active women.   Elizabeth Morgan, a sports enthusiast, feels Paradise Fashion Boutique has the best selection of sports oriented clothing in the area and a loyal customer base. She feels she can continue to serve the needs of the current customers while also expanding on the sporting theme to include winter sports clothing for skiers since there are few shops in Florida offering skiing clothes.  Winter skiing trips are popular travel options for Floridians and Elizabeth is confident there is a marketing opportunity in offering fashionable skiing clothes as well as possibly sponsoring ski trips through the boutique.

Students are cast in the role of a staff member of Hamilton & Phillips and asked to use EXCEL to prepare a twelve month income statement budget. 
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