MANAGING FINANCE – SETTING AND ACHIEVING BUDGETS
Section 4:  How do you develop budget reporting systems?
Activity 0411 – How do you develop a cash budget report? 
Suggested Timing: 35–40 minutes
Prepare a cash budget report for the White Goods Division of Browns Appliances. Refer back to Activity 8 in Section 3 if you are unsure where to start.

Here is the cash budget figures for the period.
	Item
	Budget

	Opening Balance
	
	10,000

	Receipts:
	
	

	  Owed from June sales
	  25,000
	

	  Due from cash sales in quarter*
	172,200
	

	Total receipts
	
	197,200

	Cash available
	
	207,200

	
	
	

	Outlays
	
	

	  Owed from June purchases*
	  49,000
	

	  Due to be paid fro purchases in quarter
	  98,120
	

	  Wages
	  18,000
	

	  Advertising
	  10,000
	

	  Rent
	    3,000
	

	  Packaging
	    1,000
	

	  Distribution
	    2,700
	

	  Light and Power
	       600
	

	  Telephone
	    2,400
	

	  Repairs
	       810
	

	  Allocation Accounting Department
	   4,000
	

	Total outlays
	
	189,630

	
	
	

	Closing Balance

	
	  17,570


*The calculations for the cash to be received from sales was as follows:

Budgeted sales for quarter
199,000

Less Budgeted Sales- September
 67,000

Budget Sales Jul/Aug
132,000

Add Cash sales September 60% of $67,000
   40,200
Equals Cash from Sales
172,200
Note how we deducted budgeted September sales from the total for the quarter to arrive at July and August sales for which cash will be received in the period. Then we added the cash sales for September 60% to arrive at a budget for the cash to be received from sales.  

*To arrive at the cash outlays on purchases we prepared the following:

Budgeted Purchases for quarter
148,120

Less Budgeted September Purchases
  50,000
Equals Purchases Jul/Aug
 98,120
Additional information you need to prepare the cash budget report:


The Division runs its own bank account and has $10,000 balance on hand on the first day of the budget period i.e. 1st July. 


The Division pays all outlays during the period including cheques to Accounting Division for any allocated expenses. The exception is purchases where 30-day terms are available. The Division owes $49,000 from June purchases. September purchases actually were $49,000. 


60% of sales are for cash and 40% on 30-day credit terms. The amount due from credit sales in June was $25,000. Sales for the month of September actually were $65,000.
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Please enter your name in this text box:  

Please estimate how long it took you to complete this Chapter: 


                         Hours                            Minutes
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