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

	
	£000
	£000
	£000
	£000
	£000
	£000

	Opening balance	Comment by Marie Pitson: For the remainder of the stock budget the opening balance for each other month is the closing balance of the previous month.
	112 	Comment by Marie Pitson: Note 1 in the question 
	154 
	104 
	48 
	39 
	33 

	Stock purchased
	180 	Comment by Marie Pitson: From the table - June’s stock purchased figure
	142  
	94 
	75 
	66 
	57 

	
	292 	Comment by Marie Pitson: Opening balance + stock purchased
	296  
	198 
	123 
	105 
	90 

	Cost of Stock sold
	230 x 60%
	320 x 60%
	250 x 60%
	140 x 60%
	120 x 60%
	110 x 60%

	(60% of sales)	Comment by Marie Pitson: The gross profit Percentage of 40% is given in the question.  To determine the percentage of sales, deduct the gross profit percentage from 100.  So, if in other questions a gross profit percentage of 30% is given, the cost of goods sold percentage would be 70%

Once you have determined the percentage, use the sales income figure for each month i.e. for June the sales income is 230.  	Comment by Marie Pitson: To determine the closing stock figure, you deduct the cost of goods sold from the total stock for the month.  i.e.  For June 292 - 138 = 154
	(138)
	(  192 )
	(150)
	(84 )
	(72 )
	(66)

	Therefore Closing stock
	154   
	104   
	48     
	39 
	33 
	24 



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

	
	£000
	£000
	£000
	£000
	£000
	£000

	Cash receipts 
Sales net of 0.5 x  3% (Note 4)	Comment by Marie Pitson: To calculate the sales net you need to deduct the credit card charges to determine the amount of cash that will be received.  So, if the question tells you that 50% of customers pay by credit card and the credit card company charges 3% for the use, you need to use those figures in your calculation.  

Using the sales income for the month, multiply that figure by 0.5 x 3%.  So in this example the sales income for June is 230 x 0.5 x 3% = 3.45.  You then deduct the 3.45 from the sales income figure i.e. 230 - 3.45 = 226.55.  Round this up (as it is over 50) to 227.	Comment by Marie Pitson: Apply the same principle for the other months, using the sales income figures for those months.
	
227

230 x 0.5 x 3% = 3.45
 
	
315

320 x 0.5 x 3% = 4.80 
	
246 

250 x 0.5 x 3% = 3.75
	
138

140 x 0.5 x 3% = 2.10 
	
118

120 x 0.5 x 3% = 1.80 
	
108 

110 x 0.5 x 3% = 1.65

	Cash payments
Administration (Note 6)	Comment by Marie Pitson: As this budget is looking at cash, you need to deduct depreciation as depreciation is not a cash amount, it is merely an expense.  For June the depreciation figure given in the table is 55, so 55-15 = 40
	( 40)
	( 41)
	( 38)
	( 33)
	( 31)
	(30)

	June 55 – 15 depreciation
July 56 – 15 depreciation
	
	
	
	
	
	

	Stock purchased (Note 2)	Comment by Marie Pitson: The company is given a months credit for stock purchases, so for June you would use the May stock purchased figure, as the payment for stock received in May is made in June.  
	(135)
	( 180 )
	(142 )
	( 94)
	( 75 )
	(66)

	Repayments of loan (Note 5)	Comment by Marie Pitson: Directly from the question, as you are told that the company pays 5 per month for its loan.
	(5)
	(5 )
	( 5 )
	( 5)
	(5)
	(5)

	Selling expenses (Note 7)	Comment by Marie Pitson: The company pays it selling expenses a month after the sales, so the May selling expenses figure is used for June. 
	(22 )
	(24 )
	( 28)
	(26)
	(21)
	(19)

	Taxation paid
	-
	-
	( 22)
	-
	-
	-

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

	Shop refurbishment	Comment by Marie Pitson: These figures are directly from the question, interest is a month figure, but check when the questions says that tax and the shop refurbishment payments are made. 
	       -
	  ( 14)
	 ( 18)
	    (6)
	       -
	       -

	Cash surplus (deficit)	Comment by Marie Pitson: To determine the cash surplus/deficit figure, deduct the cash payments from the cash receipts total. 
	20 
	 46
	 (12)
	 (31)
	 (19)
	(17) 

	Opening balance	Comment by Marie Pitson: The opening balance relates to the overdraft figure given at the top of the question. 
	 (35)
	(15) 
	31 
	 19
	 (12)
	(31) 

	Closing balance	Comment by Marie Pitson: The closing balance is cash surplus/deficit plus the opening balance. 
	(15) 
	31 
	19 
	(12) 
	 (31)
	 (48)










(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 
	1,170 
	 230+320+250+140+120+110	Comment by Marie Pitson: Add together all the sales figures for the six month period June to November

	Cost of goods sold
	( 702 )
	therefore  1,170 x 60%	Comment by Marie Pitson: The total sales multiplied by the percentage difference between 100 and the gross profit percentage 

	Gross profit
	468 
	    40% x1,170                                  (Note 3)

	Selling expenses
	(136)	Comment by Marie Pitson: Add together all the selling expenses for the six month period June to November
	 24+28+26+21+19+18

	Admin Expenses
	( 303)	Comment by Marie Pitson: Add together the admin expenses for the six month period June to November
	 55+56+53+48+46+45

	Credit card charges
	 (18)
	    1,170 x 50% x 3%                                    (Note 4)	Comment by Marie Pitson: Sales total x percentage of customers buying via credit card x % charged by credit card company. 

	Operating profit
	11 	Comment by Marie Pitson: Gross profit - selling expenses - admin expenses - credit card charges.  
	

	Interest payable
	   (6)	Comment by Marie Pitson: 6 months x loan cost x interest percentage given in question. 
	 6 months x 5,000 x 20%                                    (Note 5)

	Profit for the period
	5 	Comment by Marie Pitson: Operating profit - interest payable = profit for the period. 
	


 
