
Hi there girls, 

I hope everyone is safe and well. 

We are going to start with the next section of Accounting, budgets. 

What is a budget? 

A budget is a financial plan. The word plan indicates that it refers to the future and it 

has not actually happened yet. Businesses (and individuals) need to budget, or plan, 

for the future in order to make sure that the business can maintain a good financial 

position and continue to make a profit. It is a prediction of future income and 

expenditure and in this way the expenses can be controlled and monitored and we 

can make sure that they are not more than the income as this would mean the 

business is running at a loss. 

When drawing up a budget, we look at what has happened in the past to give us an 

idea of what could possibly happen in the future. We also look at what is currently 

happening in the economy of the country to try to predict what will happen in the next 

few months. The Minister of Finance, Mr Tito Mboweni gives his Budget Speech in 

Parliament every February and sets out how the money will be allocated in the next 

year. For example, he might say that the government expects to receive so many 

millions in tax from the citizens of the country (income for the government) and that 

the government expects to pay out so much to Health care, Education etc. 

(expenses for the government) in the next financial year. 

Look at Activity 1.1 on page 87 of your textbooks. 

Read through the case study and complete only number 1. Draw the table and 

enter the Thandeka family’s income and expenses in the table. Write only the 

amounts in the correct column. 

 

                

 

 

 



Once you have completed the table, look at the format of a budget below. I have 

taken the Thandeka’s income and expenses for one month and drawn up a budget 

for them. 

Budget for Thandeka family 

Income R 

Mr Thandeka’s salary 6 500 

Mrs Thandeka’s income    800 

Total income 7 300 

  

Expenses  

Bond repayment 1 000 

Municipality    500 

Furniture instalment    100 ⃰

Appliances instalment     70 ⃰

Clothing accounts   400 

Insurance (R120 + R150 + R60)   330 

Entertainment (R30 + R60)    90 

School fees  300 

Taxi  200 

Cell phone    250 

Groceries 1 800 

Stokvel    200 

Total expenses               5 240 

  

Surplus ( 7 300 – 5 240)               2 060 

⃰Furniture and appliances instalment can be combined and R170 written 

If the income is more than the expenses, the difference is referred to as a surplus. 

The word surplus means extra. If the expenses are more than the income, it is 

referred to as a deficit, which means shortfall or “too little”. 

Now you can complete Activity 2.2 on page 89 in your textbooks. 

 

The following example will show you how to complete a budget for more than one 

month. Work through the items and amounts one by one so that you can complete 

the next exercise correctly. 

Example: 

AB Partners trade in stationery and computer accessories. 

The accountant was asked to draw up a budget for the next two months, May and 

June 2020, using the information below. 

 Sale of stationery is expected to be R50 000 for May and a further R2 000 in 

June. 

 Rent for the shop is fixed at R5 500 per month. 



 Water and Electricity is expected to amount to R1 150 for May and R1 300 for 

June due to more electricity being used in the winter months. 

 The business receives R500 every month as interest on an investment at 

Investec. 

 Fuel for the delivery vans will amount to R1 500 for May and R1 200 in June 

due to an expected decrease in the fuel price. 

 The business usually buys stock every month to the value of R6 700, but will 

have to purchase 10% more in June. 

 Employee’s salaries amount to R24 000 every month, but will increase in 

June by 7%. 

Answer: 

AB PARTNERS 

BUDGET MAY 2020 

Income R 

Sales 50 000 

Interest on investment     500 

Total income 50 500 

  

Expenses  

Rent    5 500 

Water and Electricity   1 150 

Fuel   1 500 

Stock   6 700 

Salaries 24 000 

Total expenses 38 850 

  

Surplus (50 500 – 38 850)               11 650 

  

 

 

The budget for June is on the next page. Take note of the calculations under it. 

 

 

 

 

 

 

 

 



 

AB PARTNERS 

BUDGET JUNE 2020 

Income R 

Surplus from May 11 650 

Sales (1)    52 000 

Interest on investment     500 

Total income 64 150 

  

Expenses  

Rent    5 500 

Water and Electricity   1 300 

Fuel   1 200 

Stock      (2)      7 370 

Salaries      (3)    25 680 

Total expenses 41 050 

  

Surplus (64 150 – 41 050)               23 100 

 

 

VERY IMPORTANT: THE SURPLUS FROM THE FIRST MONTH IS USED TO 

START THE BUDGET OF THE SECOND MONTH. IT IS A GOOD THING THAT 

THE BUSINESS HAS BUDGETED FOR MAY IN SUCH A WAY THAT THERE WILL 

BE A SURPLUS. THEREFORE WE CANNOT JUST FORGET ABOUT IT, IT MUST 

BE INCLUDED UNDER INCOME IN THE BUDGET OF THE SECOND MONTH!! 

 

Calculations: 

(1) The Sales increased by R2 000 (a further R2 000) from May to June 

(2) Stock amount increases by 10% from May to June: 

6 700 + 10% = 7 370  

You literally put the above, as it is, on your calculator. 

(3) Salaries amount to R24 000 in May. They are expected to increase in June by 

7%: 

24 000 + 7% = 25 680 

 

Just another example not related to the above exercise: 

If the stock was expected to DECREASE by 5% in June: 

6 700 – 5% = 6 365 



⃰ The figures for Rent and interest on investement in the budget stayed the same 

from May to June, as nothing was mentioned about a change, therefore the same 

amounts in both budgets. 

⃰ The figures for water and electricity and fuel did change but the new amounts were 

given and are used as is. 

 

There will be another budget for you to draw up 

next week labelled “Budget activities”. 

 

 

 


