Budgeting Answer template
(a) The stock budget for the six months to 30 November is:
	
	May
	June
	July
	Aug
	Sept
	Oct

	
	£000
	£000
	£000
	£000
	£000
	£000

	Opening balance
	138 
	129 
	123 
	115 
	104 
	97 

	Stock purchased	Comment by Marie Pitson: This figure comes directly from the question.  Purchase of stock in the table.
	90 
	98  
	85 
	88 
	80 
	87 

	
	228 
	227  
	208 
	203 
	184 
	184 

	Cost of Stock sold
	
	
	
	
	
	

	(58% of sales)	Comment by Marie Pitson: The percentage used for this is determined by looking at the gross profit in the question and deducting that from 100.  So, for Strand we are told that the gross profit margin is 44%.  100 – 42 = 58%.  It is the 58% that we will use for the calculation.

We then use the Sales Income for each month and  x 58%.  For May the sales income is 170.  Therefore, 170 x 58% = 98.6 (round this up) 99.  Use this same approach for the other five months in the stock budget.   Remember to show all of your workings. 
	(99)
	(104)
	(93)
	(99)
	(87)
	(99)

	Therefore Closing stock	Comment by Marie Pitson: To calculate the closing stock, deduct the cost of goods sold total from the stock total.  Therefore, for May 228 – 99 = 129.  Remember to show all of your workings. 
	129   
	123   
	115     
	104 
	97 
	85 	Comment by Marie Pitson: As part of your discussion you need to consider whether the organisation is holding their minimum level of stock.



(b) The cash budget for the period to 30 November is:
	
	May
	June
	July
	Aug
	Sept
	Oct

	
	£000
	£000
	£000
	£000
	£000
	£000

	Cash receipts 
Sales net of 0.5x  3% (Note 4)	Comment by Marie Pitson: Remember to check the percentage – use the percentage in the question, not the percentage on the template.  Prior to submitting you need to determine that you have updated the table so it represents what the question is asking for.	Comment by Marie Pitson: To calculate the cash receipts you firstly need to deduct the credit card company charges, as this does not represent a cash receipt.  To do this use the May Sales figure, multiply by 0.5 (this represents the number of customers who pay using credit cards) and the % charged by the credit card company for using their facility. i.e. 170 x 0.5 x 2% = 1.70.  Then deduct the answer from the sales income. 170 – 1.70 = 168.3.  Round the answers where applicable.  Remember to show all of your workings. 
	
168 
	
 178
	
158 
	
168 
	
149 
	
168 

	Cash payments
Administration (Note 6)
	(31)	Comment by Marie Pitson: For the administration figure, remember to deduct the depreciation cost for each month.  Depreciation is not a cash payment it is an expense.
	(31)
	(29)
	(31)
	(29)
	(29)

	Stock purchased (Note 2)
	(95)	Comment by Marie Pitson: Payment is made the month following receipt.  Therefore, stock purchased in April will be paid for in May and so on. 
	(90)
	(98)
	(85)
	(88)
	(80)

	Repayments of loan (Note 4)
	(8)	Comment by Marie Pitson: Loan payment, Tax, interest payments and shop refurbishment come direct from question
	(8)
	(8)
	(8)
	(8)
	(8)

	Selling expenses (Note 6)
	(15)
	(16)
	(15)
	(17)
	(16)
	(15)

	Taxation paid
	-
	-
	-
	(18)
	-
	-

	Interest payments
	(5)
	(5)
	(5)
	(5)
	(5)
	(5)

	Shop refurbishment
	       -
	  (30)
	 (20)
	    (20)
	       -
	       -

	Cash surplus (deficit)
	14 
	(2) 
	(17) 
	 (16)
	3 
	 31

	Opening balance
	(35) 
	(21) 
	(23) 
	(40) 
	(56) 
	 (53)

	Closing balance
	 (21)
	 (23)
	(40) 
	(56) 
	(53) 
	 (22)	Comment by Marie Pitson: In the discussion look at the results of the budgets and link back to the question and notes section.  Will the organisation achieve the objectives set down? 



(c) [bookmark: OLE_LINK1][bookmark: OLE_LINK2]The (accruals-based) budgeted Profit & Loss Account for the six months ending 30 November is:
	
	£000
	Calculation

	Sales 
	1,000 
	 170+180+160+170+150+170	Comment by Marie Pitson: This the sales income for the six months May to October.  Ensure that you show your workings.

	Cost of goods sold
	(580)
	therefore  1,000 x 58%	Comment by Marie Pitson: Total sales x gross profit figure determined earlier

	Gross profit
	420 
	42% x 1,000 (Note 3)	Comment by Marie Pitson: Gross profit margin percentage given in note 3

	Selling expenses
	(93)	Comment by Marie Pitson: These are the figures May to October
	16+15+17+16+15+14

	Admin Expenses
	(222)	Comment by Marie Pitson: This is the admin figure from the question. Depreciation is included as it is an expense.
	 38+38+36+38+36+36

	Credit card charges
	 (10)
	 1,000 x 0.5 x 2% (Note 4)	Comment by Marie Pitson: Credit card charges are total sales for the period x 50% x 2%

	Operating profit
	95 
	

	Interest payable
	   (10)	Comment by Marie Pitson: Interest payable is 6 (months) x 8,000 (loan amount each month) x 20%
	 6 months x 8,000 x 20% (Note 4)

	Profit for the period
	85 
	


 
