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Cash Budget
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Beginning Cash Balance + Total Receipts = Cash for Use

Cash for Use — Total Payments = Ending Cash Balance
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Examplel:
A Company produces and sells one product and the following
Information about cash budget for the second quarter of the
year:
1- Ending cash balance for March was 2000008$.
2- Expected sales revenue for the second quarter:

- April 800000 $

- May 1000000 $

- June 1200000 $
3- The company sales policy was60% cash sales collected in the
month of sales and the rest 40% credit sales collected in the
next month of sales.
4- Total sales revenue for March was 600000$
5- The purchases for the quarter:
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-April 500000%

-May 6000003

-June 400000%
6- The company paid 50% of the purchases value in the same
month of purchases and 50% in the next month of purchases.
7- Total purchases for March was 400000%
8- The monthly cash salaries was 250000% and other monthly
cash expenses was 150000%.

Required: Prepare the cash budget for the second quarter of the
year.
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Solution:
Cash Budget for the Second Quarter
Information April May June
Beginning Cash Balance 200000 /70000 40000
+ Receipts ( Collections):
Cash Sale (60%) 480000 | 600000 | 720000
Collections from Debtors 240000 | “320000 | 400000
(409%0)
Cash Available for Use 920000 | 990000 | 1160000
- Cash Payments ( Disbursements ):
Cash Purchases (50%0) 250000 | 300000 | 200000
Payments to Creditors 200000 | 250000 | 300000
(50%)
Monthly Salaries 250000 250000 | 250000
Monthly Other Expenses 150000 150000 150000
Ending Cash Balance 70000 40000 | 260000
(Surplus or Deficit) $ $ $
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Example2:
LRF Company estimated sales and purchases for the first
quarter as follows:

Estimated Sales Estimated Purchases
January $400000 $200000
February $600000 $500000
March $500000 $400000

If you know the following:
1-LRF’s sales are 30% cash, 40% collected in the next month
of sale, and 25% in the following month and the rest (5%)
are uncollectible.
2-LRF’s purchases are 60% cash and 40% on account paid in
the month following purchase.

6 ‘adall




Required:

1. Calculate the expected cash receipts from sales for March.
2. Calculate the expected cash payments for purchases for
February.
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Total Expected Cash Receipts in March = 490000 $
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Total Expected Cash Payments in February = 380000 $

8 Aaaall




Homework 1:

The management of XYZ Company estimated the sales
volumes for the months of the second and third quarter of the
current year are (5000, 4000, 6000, 4000, 7000, and 5000 units)
respectively.

The following data about the cash budget:

1-The expected selling price during the second quarter was 10$
per unit and will increase to 12$ during the third quarter.

2-The Company collect 50% of sales in the same month and the
rest collected equally between the following two months after
sale.

3- The company sold machines by 40000$ in the month of June
on account and the amount will be received in two equal
installments in July and September.

4- The company buys monthly the sales value of the month plus
10% of the next month's sales value and pay 80% in the month
of purchases and 20% in the next month of purchases.
5-Monthly salary and wages are $ 10000 paid cash every
month.

6-The expected beginning cash balance for the month of June
was 200003.

7-The company's management plans to buy furniture in the
month of April for an amount of 50000 $ to be paid in equal
amounts in May and June.

Required: Prepare the Cash Budget for the three months (June,
July, and August) of the current year.
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Homework 2:

STI Company’s estimated sales and purchases are as follows:

Sales Purchases
January $200000 $50000
February $220000 $ 70000
March $270000 $ 40000

STI’s sales are 20% cash and 80% credit. Credit sales are
collected 60% in the month of sale and 40% in the month
following sale.

STI’s purchases are 30% cash and 70% on account. Purchases
on account are paid in the next month of purchase.

Required:

1-Calculate the expected payments for February.

2- Calculate the expected receipts for March.
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