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VCE Accounting – Unit 4

Outcome 2a

Answer Book

Name:

Solutions

Question 1

1.1.1
	Calculation
	
	Debtors Control
	
	

	
	Balance (start)
	27 000
	Bank
	157 000
	

	
	+ Credit sales
	1 162 000
	– Balance (end)
	1 32 000
	

	
	
	189 000
	
	189 000
	

	
	
	
	
	
	

	
	
	
	
	Budgeted receipts from debtors 
	$  157 000


2 marks

1.1.2
	Calculation
	
	Creditors Control
	
	

	
	Bank
	125 000
	Balance (start)
	21 000
	

	
	– Balance (end)
	1 29 000
	+ Stock Control / GST
	1 133 000
	

	
	
	154 000
	
	154 000
	

	
	
	
	
	
	

	
	
	
	
	Budgeted payments to creditors 
	$  125 000


2 marks

1.1.3

	Calculation
	
	
	
	

	
	Loss on sale =
	Proceeds on sale
	less 
	Carrying value
	

	
	$300  =
	Proceeds on sale
	less   
	$3 400
	

	
	Proceeds =
	$2 500
	less
	$1 700
	

	
	
	
	
	Budgeted cash proceeds on sale of shop fittings 
	$  800


1 mark

1.1.4
Melven Stars

Budgeted Cash Flow Statement for 2011
	
	$
	$

	OPERATING ACTIVITIES
	
	

	Cash inflows
	
	

	Cash sales
	38 000
	

	Receipts from debtors
	157 000
	195 000

	less Cash outflows
	
	

	Payments to creditors
	125 000
	

	Prepaid insurance expense
	10 800
	

	Wages
	58 600
	

	Accrued wages
	2 400
	196 800

	
	
	

	Net Operating Cash Flows
	
	(1 800)

	INVESTING ACTIVITIES
	
	

	Cash inflows
	
	

	Cash sale of shop fittings
	
	1 800

	less Cash outflows
	
	

	Sundry creditor – GD Fittings
	
	1 2 000

	Net Investing Cash Flows
	
	(1 200)

	FINANCING ACTIVITIES
	
	

	Cash inflows
	
	

	nil
	
	

	less Cash outflows
	
	

	Drawings
	
	1 5 000

	Net Financing Cash Flows
	
	(5 000)

	Net Increase (Decrease) in Cash
	
	(8 000)

	add Cash balance at start
	
	1 12 500

	Cash balance at end
	
	4 500


6 marks

1.2.1
	Explanation
	It aids decision-making 1 by providing a benchmark 1 for the assessment of actual 

	
	performance, allowing problems to be identified and corrective action to be taken.

	OR
	It aids planning 1 by predicting revenues and expenses, so the owner can prepare for

	
	required stock levels, or staffing levels 1.


2 marks

1.2.2
	Calculation
	
	Stock Control
	
	

	
	Balance (start)
	25 000
	Cost of sales
	120 000
	

	
	+ Creditors Control
	1 133 000
	– Stock loss
	1 700
	

	
	
	
	– Drawings
	1 2 300
	

	
	
	
	– Balance (end)
	1 35 000
	

	
	
	
	
	
	

	
	
	
	
	Budgeted Cost of sales 
	$  120 000


4 marks

1.2.3
	Calculation
	
	
	
	

	
	January – April: 
	4 months
	1 2 100
	
	

	
	May – December:
	8 months  ×  $900
	1 7 200
	
	

	
	
	
	$9 300
	
	

	
	
	
	
	Budgeted Insurance expense 
	$  9 300


2 marks 

1.2.4
	Calculation
	
	
	
	

	
	Wages paid
	$58 600
	
	
	

	+
	Accrued wages
	3 200
	$61 800
	
	

	
	
	
	
	Budgeted Wages expense 
	$  61 800


1 mark

1.2.5
	Explanation
	Wages expense will include the wages incurred 1 in the current Reporting period 1, 

	
	which will not be paid until the next Reporting period.

	
	

	
	


2 marks

1.2.6

Melven Stars

Budgeted Profit and Loss Statement for 2011
	
	$
	$

	Revenue
	
	

	Cash sales
	38 000
	

	Credit sales
	162 000
	1 200 000

	less Cost of Goods Sold 
	
	

	Cost of sales
	
	1 120 000

	
	
	

	Gross profit
	
	80 000

	less Stock loss
	
	1 700

	Adjusted Gross profit
	
	79 300

	less Other expenses
	
	

	Insurance expense
	1 9 300
	

	Loss on disposal of shop fittings
	1 1 700
	

	Wages
	1 61 800
	

	Depreciation of shop fittings
	1 1 500
	74 300

	
	
	

	Net Profit (Loss)
	
	$5 000


7 marks

1.2.7
	Example 1
	Payment of accrued wages / Prepaid insurance / Sundry creditor – GD Fittings

	Example 2
	Payments to creditors ($125 000) is greater than Cost of sales ($120 000)

	Explanation
	Payments like those made to the Sundry creditor- GD Fittings (and others in Example 1) 

	
	decrease cash 1 but are not expenses and so have no effect on Net profit 1.

	OR
	Payments to creditors decreases cash 1 more than Cost of sales – which is an expense – 

	
	decreases Net profit 1.


1 + 1 + 2 marks

1.3.1
Melven Stars

Budgeted Balance Sheet (extract) as at 31 December 2011
	Current assets
	$
	$
	Current liabilities
	$
	$

	Bank
	1 4 500
	
	Creditors Control
	1 29 000
	

	Stock Control
	1 35 000
	
	Accrued wages
	1 3 200
	

	Debtors Control 
	1 32 000
	
	Sundry cred. GD Fittings
	1 6 000
	38 200

	Prepaid insurance
	1 3 600
	75 100
	
	
	

	
	
	
	
	
	


7 marks

40 marks
Question 2

2.1
	Cash inflow / Cash outflow
	Cash inflow 1

	Justification
	Actual is greater than budgeted, and this is identified as Favourable 1

	
	


2 marks

2.2
Frankston Tyres

Cash Variance Report (extract) for year ended 30 June 2011

	
	Budgeted
	Actual
	Variance
	Fav / Unfav

	Receipts from debtors
	43 000
	46 000
	3 000
	F

	Cash sales
	250 000
	190 000
	60 000
	U

	Interest
	100
	150
	50
	F

	Loan repayment
	12 300
	12 800
	500
	U

	Payments to creditors
	120 000
	136 000
	16 000
	U


4 marks

2.3
	Favourable / Unfavourable
	Unfavourable 1

	Justification
	Actual loan repayment decreases cash more than budgeted loan repayment 1

	
	


2 marks

2.4
	Explanation
	Variance reports can be prepared more frequently 1, meaning problems can be 

	
	identified faster / correct action taken in a more timely manner 1.

	OR
	Budgeted figures are likely to be more accurate 1, meaning the budget is more useful as 

	
	a benchmark or target 1.


2 marks

10 marks

