ABC corporation a distributor of herb based sunscreen, is ready to begin its third quarter, in wi
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peak sales occur. The company hasTequested a Tk._40,000, 90 days loan from its Bank to help
cash requirements during the quarter. The following data have been assembled to find their
need fof RS ipcomning methor

/(ﬂf On July | company has a cash balance of Tkrw -
(b) Actual sales for the last two months and budgete”d'salgs (all sales are on account) are as follo

Taka

(Mﬁy@ctugl)‘\, ‘ 250,000 ¢

\ June (actual) / 300,000
mtle/d) _ 400,000
_August (budgeted) ‘ 600,000
__September (budgeted) 320,000

o

Past experience shows that the sales are collected in the following pattern 25% of sales
collected in the-month of sales) 70% of sales are collected in the month following sales and
= et

sales are collected | igﬂ!cii”,,,“mon,th:fgl&l_owihg sales the\reminder is uncollecti le.)
(c) Budgeted merchandise purchase and other expenditure are given below:

July _August | September

Taka Taka Taka

Merchandise purchase’ 240,000 350,000 175,000
Salaries and wages __ 45,000 30,000 40,000
Advertising - : -~ 130,000 | 145,000 80,000
Rent payments 9,000 9,000 9,000
Depreciation . ¥ 10,000 10,000 10,000

Merchandise purchases are paid in full in the month following purchase. Accounts payable
merchandise purchases on June BOW -
[Equipment costing Tk. 10,000 will be purchased in July for cagh,”
(¢) In preparing the cash budget assume that the Tk 40,000 1oan will be made in ' July and
September. Interest on the loan will total Tk. 1,/2@/0/ < =
wired: - G BiE &
Prepare a cash collection schedule for the month of July, August and September and

4 uarter in total. e

4 ii'ii'l'repare a cash budget by month and in total, for the third quarter. ors

ABC Corporation
Schedule of cash collection

/ i . Credit Month Collection
: ‘ Sales, July | August Sept..
~ May (3%) 250000 [,/ 7500 - '
June (70%, 3%) 300000 | / 210000 v=9000 | -
JAuly (25%, 70%, 3% 400000 | .~ 100000 | 280000 [~ 12000. ]
August (25%, 70%) 600000 = - |- 150000 | 420000
September (25%) 320000 . : ~""80000.

Total 317500 439000 | 512000




Budget

ABC Corporation
Cash budget

For the month of July to September
July. | . August Sept. Total
Balance b/d < 44500 28000 23000 | - 44500
Receipts: 3
Collection from A/R_"~ 317500 439000 512000 | 1268500
Loan — : 5 v__40000 e 40000
Available cash (A) " 402000 467000 535000 1353000
" Disbursement: - : ' i
Paid to Accounts Payable |~ 180000, 7 340000 350000 770000
 Salaries and Wages 45000 50000 40000 135000
~ Advertising 130004 145000 80000 | 355000
~ Rent Payments 9000 9000 " 9000 27000
__~Equipment _ —T0000 | e - 10000
* Loalast s ; ez | = - | ._—40000 | 40000
— Interest : - - —1200 ‘ 1200 | .
Total disbursement (B) 374000 444000 | - 520200 1338200
Balance c/d (A-B) ,;;;2"800? 723000 14800 14800

e

A

| Some Important question and answer of the whole chapter

|
|
_ what do you understand by master budget? And what are its contents?

BBA (Prof)-2006
Master budget: Muster budget is a summary of company’s plan that sets specific targets for sales,
csion, financial activities and that generally achieves in a cash budget, budgeted income statement and
qee=d balance sheet. ‘
_ “sntents of master budget: The contents of sales budget are as follows
Sales budget; : '
Production budget;
- Direct material budget;
Direct labor budget;
Factory over head budget;
. Variable costs of production budget;
Operating expenses budget;
Cash receipt budgets;
Cash payment budget;
 Cash budget;
Variable cost of goods of sold budget;
Budgeted income statement;
Budgeted balance sheet.
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