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Activity sheet 6: Budgeting and budgetary control
1 Ayesha’s parents own a jewellery shop which she hopes to run one day. Her father, Rizwan, is teaching her about budgeting and its importance for the business.

a Answers are given below.

	Item of information
	Expenditure budget
	Revenue budget

	Income from sales last year 
	
	X

	Actual spending for last year
	X
	

	Forecast sales for this year
	
	X

	Last year’s budget showing target and actual spending
	X
	


b Last year, the sales revenue was forecast to be £95,000 but was actually £105,000. The forecast expenditure was £65,000 and the actual expenditure was £70,000.

i £105,000 – £70,000 = £35,000

ii Rizwan will be disappointed that the expenditure forecast was wrong and they spent £5,000 more than expected. However, he will be pleased that the sales revenue was higher than forecast.

2 Budgetary control means monitoring your revenue and expenditure carefully so that you can take action promptly if there are any problems.

3 Ayesha should:

c check how much sales revenue has been received

d check how much money has been spent
e compare actual revenue and expenditure with her forecast figures

f investigate if revenue is lower than planned or expenditure is higher than forecast.

Accept any other suitable answers.

4 One risk is that a business which does not practise budgeting and budgetary control will not be able to monitor its expenditure, so spending may get out of control. A second risk is that the business may not notice if sales revenue is low, so it will not take appropriate action to increase revenue. In either case, the business will make a loss.
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