To calculate the budgeted purchases in April we will use the inventory equation:
Ending Inventory = Beginning Inventory + Purchases – Cost of Goods Sold (COGS)
Since we are told ABC Company keeps 25% of the inventory it needs the next month at hand at the end of the month, it means that April’s inventory should be 25% of May’s cost of inventory. i.e., $480,000*25%=$ 120,000. So, the beginning inventory for April should be 25% of cost of sales of April. i.e., $560,000 *25% =$ 140,000.
Therefore, using the formula we will be able to get the budget sales in April.
      $ 120,000 =$ 140,000 + X -$560,000
        $120,000 +$ 560,000 – 140,000 =X
        $ 540,000 =X
The budgeted purchases for April are $ 540,000.
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