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	Provide responses for issues that reflect the following?
(As necessary and appropriate; answers provided may not be exhaustive.)
· Economy in recession could impact the budgeted sales numbers despite strong sales in first quarter.
· Rising interest rates will increase costs due to the variable interest rates held on Houzit’s loans.
· Not all the advertising budget has been spent which can also impact on sales figures over the coming reporting period.
· Prices discounted to generate sales may impact on gross profit margins.
	
	

	· Potential issues regarding financial probity could include:
· bonus share scheme – a person with high financial probity would prepare the financial reports in a totally objective and ethical manner and not be swayed by the personal benefits that could be gained by adjusting the numbers inappropriately
· performance review – high financial probity would ensure that the departmental reports for your own department would be prepared objectively and ‘at arm’s length’.
	
	

	Provide responses for variances that reflect the following?
(As necessary and appropriate; answers provided may not be exhaustive.)
· See completed variance report in the Appendix of this guide.
· Sales -1% – not all advertising spent; recession.
· Gross profit down from 43% to 42% – price discounts.
· Interest expense up 33% – International pressure up on interest rates; credit shortage.
· Advertising 25% less – $50,000 unspent due to non availability of national magazine space.
· Net profit up 400% + $4,300 – Advertising non-spend the benefit.
	
	

	Provide responses for performance that reflect the following?
(As necessary and appropriate; answers provided may not be exhaustive.)
· Profitable quarter that is ahead of expectations, but is still a low margin for the quarter. Recommend that this margin is carefully considered in future periods to ensure that they are more substantial and are building towards an annual margin in alignment with previous years.
· Wages and salaries a little high with 12.2% at Houzit as a % of sales, however the industry average is more like 11%.
· Concern over drop in gross profit (GP) %. Net profit should have been much better given the $50,000 saving in advertising.
· Average time for debtors to pay accounts is increasing; however, there should not be a concern to cash flow as yet as a majority of debtors remain within 30 days.
	
	

	· Responses to board questions:
· financial viability – profit on target for the first quarter which is the seasonally slowest quarter of the year 
· gross profit margins – yes, the variance report identifies that the company was able to maintain its gross profit margin in line with the budget.
· Reference to the ABS Retail Trade figures available via the Australian Bureau of Statistics should be considered as part of the performance information.  
	
	

	Provide responses for recommendations that reflect the following?
(As necessary and appropriate; answers provided may not be exhaustive.)
· Review the discount policy to protect the gross profit margin.
· Reduce loans to reduce exposure to rising interest rates.
· Review salaries and wages to reduce costs and improve viability.
· Revised budget to include adjustments to the advertising budget with the $50,000 added to the next quarter.
	
	

	Provide responses for evaluation that reflect the following?
(As necessary and appropriate; answers provided may not be exhaustive.)
· Budgets should be prepared for all cost centres.
· Monitoring and reporting could be shortened to monthly.
· Restructure loan into fixed interest rate to take out the volatility in results.
	
	

	Provide a report that used the formats as required by the Houzit policy and procedures?
	
	

	Prepare for and undertake a role-play presentation of their Variance Report?
· Arrange a time, venue, access to documents
· Deliver a summary of findings (issues, variances, financial performance)
· Present their prioritised recommendations
· Ask for questions:
· Demonstrate oral communication skills (clearly explain financial decisions and outcomes)
· Use questioning and listening techniques
· Demonstrate a competent exchange of information
· Use appropriate conventions and protocols
· Ensure the manager is clear about budgets.
· Seek approval (or discuss as required) of the recommendations in the report.
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	Houzit Pty Ltd

	Variance to Budget

	1st Quarter ended Sep-2011

	Actual Results
	Budget-Q1
	Actual-Q1
	$ 
Variance
	% Variance
	F or U

	Sales
	3,394,247
	3,371,200
	( 23,047 )
	-0%
	U

	– Cost Of Goods Sold
	1,934,721
	1,955,296
	20,575
	1%
	U

	Gross Profit
	1,459,526
	1,415,904
	( 43,622 )
	-3%
	U

	Gross Profit %
	43%
	42%
	( 0 )
	-2%
	U

	Expenses
	
	
	
	
	

	– Accounting Fees
	2,500
	2,500
	-
	0%
	F

	– Interest Expense
	21,127
	28,150
	7,023
	33%
	U

	– Bank Charges
	400
	380
	( 20 )
	-5%
	F

	– Depreciation
	42,500
	42,500
	-
	0%
	F

	– Insurance
	3,348
	3,348
	-
	0%
	F

	– Store Supplies
	750
	790
	40
	5%
	U

	– Advertising
	200,000
	150,000
	( 50,000 )
	-25%
	F

	– Cleaning
	3,256
	3,325
	69
	2%
	U

	– Repairs & Maintenance
	16,068
	16,150
	82
	1%
	U

	– Rent
	660,127
	660,127
	-
	0%
	F

	– Telephone
	2,999
	3,100
	101
	3%
	U

	– Electricity Expense
	5,356
	5,245
	( 111 )
	-2%
	F

	– Luxury Car Tax
	12,000
	12,000
	-
	0%
	F

	– Fringe Benefits Tax
	7,000
	7,000
	-
	0%
	F

	– Superannuation
	37,404
	37,404
	-
	0%
	F

	– Wages & Salaries
	415,600
	410,500
	( 5,100 )
	-1%
	F

	– Payroll Tax
	19,741
	19,741
	-
	0%
	F

	– Workers’ Compensation
	8,312
	8,312
	-
	0%
	F

	Total Expenses
	1,458,488
	1,410,572
	( 47,917 )
	-3%
	F

	Net Profit (Before Tax)
	1,038
	5,333
	4,294
	414%
	F

	Income Tax
	311
	1,600
	1,288
	414%
	U

	Net Profit
	727
	3,733
	3,006
	414%
	F


Debtor ageing ratio
	
	2009/10
	2010/11
	2011/12

	Trade Debtors
	850,000
	975,000
	1,118,325

	Sales
	14,550,100
	15,714,108
	16,971,237

	Debtor Days
	21
	22
	24
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