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Preparing budgets 4

1.4 Complete the following tabde by wsing ticks bo show inbo which budget each tem of cost would ocour.

Cost of Maintenance | Capital Marketing | Finance
production expenditurne

Direct labousr wages

Mew computer system

Enfertaining cusiomers

Hire of machinery
tesling equipment

Faw materials ussge

1.2 Complete the following table to show the forecast inventonies and production units for a particular
product.

Closing inventory should be $0% of the following week's Torecast sales.

Numibser of Units Week 1 Week 2 Week 3 Week 4 Week 5

Opening inventory 4,000

Production

Sub-total

Forecast sakas 10,000 12,500 11,000 10,500 12,000

Closing Inventory

Forecast sales in week 6 ane 10,000 units.
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11 Complsie the following table by using ticks bo show into which budget each iiem of cost would ocour.

Cost of Mainlemnance | Capital Markeling | Finance
production expenditurne

Direct labowr wages

Mew computer System

Entertaining cusiomers

Hire of machinery
tesling equipment

Faw materials ussge

12  Complste the following table to show the forecast inventories and production units for & paticular

Chosing inventory should be 40% of the following week's forecast sales,

Mumiser of Units Week 1 Week 2 Week 3 Week 4 Week 5

Opening inventory 4,000
Production

Sulb-botal

Forecast sales 10,000 12,500 11,000 10,500 12,000

Closing invenbory

Forecast sales in week 6 are 10,000 units.
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1.3 24,000 units of finished product ane o be manufactiured during October. Each unit takes four minutes
o produce. Mine staff each work 160 basic hours in Oclnber_

Thee murmiber of owertime hours required to be worked in Oclober is I:’

14 Department K mamiachres three products, Alpha, Beta and Gamma.
Calculste the machine hours required to manssciure these in Movember, wsing the following table.

Product Units Hours per unit Heurs required
Apha 190 10

Beta 200 25

Gamma 270 az

Total machine howrs for department K

There are three machinges n the departrment.
Each maschine can be used for 350 howrs in Movermber. Additional machines: can be hired i requinsd.

How many sdditionsl machines should be hined?
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15  The folliowing producton budget for a month has been prepaned.

Production budget Units:
Opening inventory of finished goods 5,000
Producton 40,000
St A5 000
Sales 38,000
Cloging Inventory of finished goods 7,000

(a) Complete the following working schedule for raw materials. Each unit produced requires
0.75 kg of materal. Closing inventory ia valued st budgeted purchase price.

Raw malerials kg E
Oipening imentory of raw materials 3.500 7,000
Purchases of raw materials 2 000 64,000
Sub-otal 35,500 1,000
Used in production

Closing inventory of raw materials

(B) Compiete the following working schedule for direct lsbouwr. Each unit takes six minutes o
make. There are 22 direct labour emgloyees, each working 160 basic hours in the month.
Additional hours are paid at an overtime rate of time and a half. The overtime premium s
included in the direct labour cost.

Direct labour Hours Cost©

Basic time at 90 per hour

Ohwvertime

Tolal

{e) Complete the following working schedule for overheads. Variable overheads are recovered
based on total labour hours worked.

Overheads Hours Coat £
Variable overheads at £2.00 per houwr

Fixed overhesds 12,000
Total overheads
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{df Complete the following operating budget, using information from the earlier tasks. Closing
inventory of finkshed goods is o be valued st budgeted production cost per uni

Dperating budget Units per unil £ E
Sales 5450

Civst of goods sold:

Opening inventory of finished goods 15,300

Civat of produchion: £

Adrmdnisbration 15,000

Marketing 12 500
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16  The following budget data hes been prepaned.

Budgel dats June July August Sapl
E E £ E

Credit sales 8,900 8,300 5,800 9,500

Purchases 4200 5,100 4,800 4,900

Wages 2,300 2,350 2,300 2400

Expenses 1,050 1,080 1,000 1,000

Capital expenditure 2000 4,500

Tirmirgs:

60% of credit sales are received in the month afler sale, e remainder one month kaber. Purchases
are paid in the month after purchase.

Wages are paid in the month incured.
Expenses are paid in Bwe month after they are incumed Expenses include 200 per month

Capital expendiure f paid immedistely & it i incumed.

Complete a cash lorecast for August, using the following table.

Cash lorecast — August

Opening cash balance

16,400

Receipts from sales

Paymenis for:

Purchases

Wages

Expenses

Capital expenditure

Total payments

Closing cash balance
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1.7

The cash budget for Haven Industries for the thiee months ended e has been partially
completed. The following information is o be incorporated and Bhe cash budget completed.

A bank loan of 52 300 has been negolisted and this will be paid nbo the bussiness bank
acoount in Aprl

The principal (capital) element of Swe bank loan (£52,800) is bo be repaid in 43 equal monthly
inatalrments beginning in May.

The loan atiracts 12% nlerest per annum calculated on the amount of the loan principal
advanced in April. The annual interest charge s to be paid in equal monthly instalments
Ieginning in May.

‘When Haven Industies uses ts bank overdraft facility, interest s payable monthly and is

eslimaled at 2% of the previous month's overdraft balance. The interest is to be rounded o
the nearest £

Al 1 April the balance of the bank account was £1,750.

LLksing the addiional information ahove, complete the cash budget for Haven Industries for Bhe three
months ending June. Cash inflows should be entered as positive figures and cash outflows as
negative figures. Zeros must be entered where appropriste (o schieve full marks.

April
£

May
E

e
E

RECEIFTS

&,800

8,180

10,480

53,085

53,520

64,852

—36,620

—37,005

-18,950

—10,350

—11,260

Capital expenditure

—59,500

Bank loan capital repayment

Bank loan interest

o|lae|las|a

Total payments

Met cash flow

Opening bank balance

Cloging bank balance
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Minor Enterprizes Limited has been rading for 8 number of years. The business has requesied
assistance with caloulating =ales receipis for entry inlo a cash budget.

Achisl sales values schieved are avallable for January and Febnesry, and forecast sales vahes
have been produced fior March to June.

Minor Enlerpeizes Limiled estimates that cash sales account for 30% of the olal sales. The
remaining 70% of sales are made on a credit basis.

{a) Complete S abis bolow b show the splt of lotal sales helween cash sales snd oredl sales_

Actual sales F Forecast sales
January | Felniary Mareh April My Jure
Total sales 18,500 | 19,600 19,100 22 000 21,600 23,400
Cash sales
Credit sales

(b}  Minor Enlerprises estimates that 60% of credil sales are received In the month after sale
wilth the halance bedng recehved dwo months after sale. For example, 60% of Januany's aedit
sales ane recaived in February with the batance being received in March.

LUising e able below and your figures from part (a), calculate the timing of sales recaipts
from credit sales that would be included in 2 cash budget for Minor Enterprises Limiled for
thee perind Manch bo Mune._

Cash received

Credit sales Fabrusry March April May | Jone
£ £ £ E £
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Bishopswood Lid is prepaning

cash payment figures ready for inchesion in a cash budget. The

folliowing information (s relewvant to the payment patiems jor purchases, wages and expenses.

Purchases are caloulated as 65% of the next month's forecas! sales and are paid beo
maonths after the dale of purchase. For example, purchases in July are based on the

estimated sales for August and paid for in September.

Actual | Forecast
July | August | September | Oclober | November | December
£ £ £ £ 4 £
Total sales | 71,000 | 77,800 76,200 | 80,000 85,000 87,000

Waipes ane paid in the month that they are inosred and expenges afe paid in e month after
they are incumed. The actual and forecast figures for wages and expenses ane:

Actual Forecast
July | August | Seplember | October | November | Decemiber
E E £ E £ E
Wages 8,500 8,750 0,000 8,800 8,700 8,950
Expenses
(Exchuding
depreciation) 7450 8,010 6,450 r.100 8,050 7,300

A new machine s 1o be purchased in October al a total cost of £40,500. Payment for the
machine is o be made in fwee equal monthly instalments, beginning in Ociober.

The machine is o be depreciated monthly on & straight-line basis at 20% per snnum.

Prepare an extract of the payments section of the cash budget for Bishopswood Lid for The three
monihs ended Decsmiber.

Dctober

E

Hovember

E

December
E

New machine

Tolal payments
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Capital Limited has budgebed jor the following levels of raw material inventory (in unita) over the nexd
few perniods:

Invenlory (in units) at start of following periods:

Period 1 Period 2 Period 3 Period 4 Period 5

1000 1,200 1.3 1,080 1,500

The raw malerials usage budgel shows the following igures (in wnils) lor the same periods:

Period 1 Period 2 Period 3 Period 4 Period 5

2,500 r.480 4,590 4,850 6,990

Each unit of raw material costs 40 o purchasse.
Payments for purchases are made as Tollows from Period 1 onwards:
60% of raw malertal purchases are paid in the period after delivery

30% of raw malertal purchases are paid bwo periods after delivery

10% of raw malertal purchases are paid three perods: after delivery
Required:

Calculate the amounts 1o be paid for raw malerisls in each of perods 3 and 4. You may use the
tollowing tabies if you wish.

Period 1 | Period 2 Period 3 Period 4 Period 5
units units units umits units
Raw malerials usage
— Cpening iveniony
+ choEing invertony
= raw materials purchases
Payments in Periods:
Total | Period 2 Period 3 Period 4 |  Period 5
£ £ £ £ E
Pefiod 1 purchases
Pefiod 2 purchases
Pefiod 3 purchases
Total purchase payments




