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Learning Objectives

e Prepare Projected Financial Statements (Budgeted Balance Sheet,
Budgeted Income Statement, Cash Budget)



Cash Budget

* Plan of future cash receipt and payment
¢S

el
el

el

how the estimated cash inflow and cash outflow

oful tool in cash management
0 to avoid unnecessary idle cash balance

0 to eliminate unneeded expensive borrowing



Cash Budget o

Section 1 Receipt section
Section 2 Disbursement section
Section 3 Cash surplus or Deficit section

Section 4 Financing section



Cash Budget

Forthe Months of ... ...

Details/Months 1 2 & 4
Beginning Cash Balance {a) oMM M MM MMM MMM
Add : Budgeted Cash Receipts
Cazsh Sales oMo M omm o om e WM
Collection from Debtors Mo M MM M M MM
Cash from Selling of Fized Assets MMM MMM M NN MMM
Imterest and Dividend Received Mo M MM M M MM
|ssue of Shares and Debentures WM MMM MMM WM
Any Cther Souwrces of Cash Inflows Hoew MMM MMM MHM
Total Cash Recsipt (b XEE  EmE K XX MmN
Total Cash Available for Payments (c=a + b) WowE W WE W WM MM
Less : Payments
Cash Purchases o MMM MMM MM
Cash Pay to Creditors Mo M MM M M MM
Wages and Salaries Faid WoMoM M MW W MM MM
Cash Faud for Overhead Expenses W HMEMH  MNM M HN
Payment for Fixed Assets Purchases oMM MMM MMM MMM
Interest and Dividend Paid WOk M MM M WM M W
Loan/Debenture Redemption Wk M WE MMM W HN
Any Cther Sources of Cash Cutflows oMM MMM MMM MMM
Total Payments (d) WM MWW MMM W W
Ending Cash Balance [Before Financing) (c— d} WM MMM M MM WM
Add : Borrowings WM OM M WM MW MM M
Less . Hepayment of Loan — Prncipal WoMoM MWW W MM MMM
Intarast oM oW M W oM
Ending Cash Balance (After Financing) Woww MMM W MM MM




Budgeted Income Statement

« Computed after the completion of all of the preceding budgets
 Budgeted net income from normal operation is ascertained

« Summarizes all the budgets

* Projections of revenue and expenses for the budgeted period

* Overall projected profit or loss position of budgeted period
 Planning and control of the profits of the business

* Investigation of possible causes of variances.



Budgeted Income Statement

Budgeted Income Statement

Hs. Hs.
Budgeted Sales Revenue s
Less: Budgeted Cost of Goods Sold K
Gross Profit 3 MK
Less - Other Cost :
Office and Administrative Cost s M
Selling and Distribution Cost T
Total Other Cost 3 WK
Budgeted Net Profit Before tax 3
Less o Provision of Tax R,
Budgeted Net Profit After Tax 33 M




Budgeted Balance Sheet

~inal step in budgeting
Represents the expected financial position at a particular date

Discloses unfavorable financial conditions

 Check on the mathematical accuracy of all other budgets
« Compute of various ratios to check the consistency
 Highlights future resources and obligations

* Provide overall financial position of the budgeted period

e management may take necessary action to improve it

* Investigate on budgeted return on capital employed



Budgeted Balance Sheet As at ... ... ...

Assets and Liabilities Rs. Rs.
A. Fixed Assels w3 M
Less : Accumulated Depreciation M
B. Current Assets : % ¥ M
Cash in Hand % ¥ M
Cash at Bank % ¥ M
Inventories % MK
Sundry Debtors % W K
Bills Receivable s M
Prepaid B
Total Current Assets M
Total Assets (A+B) %M M
C. Share Capital M M
D. Retained Eaming M
Total Shareholders Equity (C+D) 2 M
E. Long Term Liabilities % ¥ M
F. Current Liabilities and Provisions -
Sundry Creditors % W K
Billzs Payable XK M
Bank Overdraft w3 M
Outstanding Expenses M M
FProvision for Taxation s M
Froposed Dividend X K
Total Current Liabilities %M M
Total Liabilities % MK




Cost of Good Sold Budget

 Production cost = Direct Materials + Direct Labour
+ Variable Manufacturing overhead

Provide information for:

* Pre-determined production unit rate

* Inventory valuation for budgeted period

* Value of cost of sales prior to preparation of income statement



Cost of Goods Sold Budget (Under Variable Costing)
For Months......ccocieeiiiiiiinninnsnnnnnaas

Beginning Inventory of Direct Materials

Add : Purchase of Direct Materials
Total Direct Materials Available

Less - Ending Inventory of Direct Materials
Total Direct Materials Consumption
Direct Labour
Varnable Manufacturing COverhead
Total Production Cost

Add . Beginning Inventory of Finished Goods
Total Finished Goods Available for Sale

Less - Ending Inventory of Finished Goods
Cost of Goods Sold




Account Receivable Budget

* Credit sales and amount collection from the customers
o Useful to control over the credit sales

Purposes:

» to control credit sales

* to develop credit sales strategy

* to develop credit sales collection strategy for budgeted period
* ageing analysis of debtors

* provides details of discount on credit sale, bad debts and credit
sales return



Account Receivable Budget

Account Receivable Budget

For Months.......ccoocivieiiicnenns
Particulars/Months January February March Total
Beginning Balance %W M w3 M s 3 M s 3 M
Add : Credit Sales %W MM K % K M 3 M3
Total Receivable W KW K XK K 3
Less - Collection from Debtors s M W W M 3 M R
Ending Balance 33 B W 3 3




Account Payable Budget

* Credit purchases and amount payment to credit purchases
 Useful to strength the credit purchase activities

Purposes:

* to strengthen the credit purchase activities

* helpful to meet short term financing

* to arrange necessary funds to pay creditors

» discount provided by creditors and credit purchase return



Account Payable Budget

Account Payable Budget

For Months.....cccecevveeevecnneenns
Particulars/Months January February March Total
Beginning Balance 2 W X ¥ M s M W M
Add - Credit Purchase 3 M 2 M M % W K 2 M K
Total Payable % M K s 3 M WM WM
Less © Payment to Creditors W WM WM WM WM
Ending Balance X XK s 33 w3 w3




Problem

The Nepal Electronics Co. products and sells a single product. The product requires two types of raw
materials — A and B. The standard usage for each product 15 A: 2 umits and B - 4 umts. The actual sale for
the last month was Rs. 150,000 Sales planning for coming three months are as follows:

Januarv February March
Budgeted Sales Units 4,000 2,000 6,000

The company’s policy 15 to have enough inventory to meet 25% of the next month budgeted sales. The
beginmng and ending inventory for 3 months period estimated are as follows:
Product DMaterial A Material B
Beginming Inventory (Units) 1.000 5,000 8,000
Ending Inventory (Units) 1,500 6,000 10,000

In the case of raw material, the company’s policy 15 to maintain ending inventory equal to 50% of the units
required for the next month’s production. The purchasing price of the raw material A and B 15 Rs.5 and Rs.
10 per unit respectively.



Problem (Contd.)

The assistant controller 15 preparing 3 months budgets ending March. In the process, the following
information have been accumulated:

Sales: Unit sales price Rs. 75. Credit sales typically are 80% of total sales. The credit experience indicates
that 50% of the credit sales are collected during the month of sales and the remainders are collected during
the following month.

Purchases: All purchases are credit purchases and creditors are paid 1n the following month of purchases.
The purchases for Chaitra was Rs. 150,000

Overheads: Other monthly expenses will be as follows:

Salaries and Wages Rs. 40,000
Rent and Taxes Rs. 50,000
Depreciation Rs. 10,000
Others Es. 20,000

Total Rs. 120,000

Capital Expenditure: The president of the company has indicated that the firm should acquire a
machine at a payment of Bs.50,000 on Jamuary.

Balance of cash on 1% January 1n Rs. 200,000.

Required: (a) Sales budget for 3 months
(b) Production Budget for 3 months
(c) Material Purchase Budget for 3 months.
(d) Cash Budget for 3 months.



Solution

(a) Kev points: (1) Sales units (2) Selling price

Sales budget from 1% January to end of March

Months Budgeted Sales umits | Selling price | Sales Revenue
January 4.000 75 3.00.000
February 5.000 75 3.75,000
March 6.000 75 4.50.000
Total 15,000 1.125.000

(b) Key points: (1) budgeted sales units (2) inventory policy
Production budget for 3 months from 19 January to end of March

January Februarv March
Budgeted sales units 4.000 5.000 6.000
Add: Closing stock 1250 (5000 X 25%) [ 1,500 (6,000 X 25%) | 1,500 (Given)
Total need 5.250 6,500 7.500
Less: Opeming stock 1,000 (Given) 1,250 1,500
Budgeted Production units | 4,250 5,250 6,000




Solution (Contd.)

Working Note 1: Raw material consumption budget
Eeyv points: (1) Production umits (2) Raw material consumption rate

January | Februarv March
Budgeted Production units 4 250 5,250 G000
Faw Material “A™ consumption (@ 2units unit 8,500 10,500 12,000
Raw Material “B” consumption (@4units unit 17.000 21,000 24 000




Solution (Contd.)

(c) Kev points: (1) Raw matenial consumption (2) mventory policy (3) Raw material price

Eaw material purchase budget

January February March
Faw MMaterial “A”
Budgeted RN Consumption units 8 500 10.500 12.000
Add: Closing stock 5.250 6,000 G000
Total need 13,750 16,500 18,000
Less: Opening stock 5,000 5.250 6000
Budgeted Purchase umts 8750 11,250 12,000
Budgeted Purchase amount (@@ Bs 5 43 750 56,250 60,000
Faw Matenial “B”
Budgeted RN Consumption units 17.000 21,000 24 000
Add: Closing stock 10500 12,000 10,000
Total need 27 500 33 000 34 000
Less: Opening stock 8.000 10,500 12,000
Budgeted Purchase umts 19 500 22500 22.000
Budgeted Purchase amount (@ Rs 10 195 000 225 000 220,000
Total Purchase amount [A+B] Es. 238,750 281,250 280,000




Solution (Contd.)

Working Note 2: Cash sales and amount collection from debtors

December | January | February | March April

Budgeted /R 150,000 [ 300000 375000( 450000

Cash sales (20%) 30,000 60,000 75,000 90,000

Credit sales (80%) 120000 240000 | 300000 360000

Collection from debtors

This month’s sales (50%) G0, 000 120,000 1,50, 000 180,000

Last month’s sales (50% 60,000 120,000 1.50,000 | 1,80,000
Total amount collection 1_80 000 270000 330000




Solution (Contd.)

(d) Cash Budget from 1% Jan. to end of March

January February | March Apnil
Opening Balance 200,000 130,000 126250
Add: Receipt
Cash sales (Working Note 2) 60,000 75,000 90,000
Collection from debtors (W/N 2) 180,000 270,000 330,000
Total Receipt 240,000 345,000 420,000
Amount available for payment 440,000 475,000 546,250
Less: Payment
Pay to creditors 150,000 238,750 281,250 280,000
Salaries and wages 40.000 40.000 40.000
Rent and Taxes 50,000 50,000 50,000
Others 20,000 20,000 20,000
Machine purchase 50,000 - -
Total Pavments 310,000 348 750 391 250
Closing Balance 130.000 126250 155000




Problem

In 1ts process of prepaning budget a trading limited company prepared the following budgets.
Schedule: Past Sales and Sales Budget:

Month December January Februarv DMarch April
Sales Revenue 500,000 &00,000 700000 600000 500000

Sales: 20% of sales will be 1n cash and remaining 80% will be n credit. 80% of credit sales will be
collected in the month of sales and remaining 1n the next month of sales.

Gross Profit: The gross profit margin on sales will be 45%.

Inventory Policy: The desired ending inventory of merchandise will be equal to meet next month’s
sales need.

Desired Cash Balance: A minimum cash balance of Rs 25 000.

Operating Expenses: The operating expenses, selling and distribution expenses will be 20% of sales
revenue paid when they due

Purchases: the purchases of the month will be paid in the month of purchase.

Capital Expenditure: Company intends to purchase a vehicle at a cost of Rs.2,00,000 in the month of
January.

Share Issues: Company has planned to 1ssue additional share capital for amounting Rs. 2,00,000 on
the month of February

Cash Balances and its Provisions: the minimum cash balance Rs. 25,000 each month and excess of
Rs. 30,000 1s deposited into bank. The company has approached a commercial bank for a line of
credit to meet temporary deficiency of cash. The borrowings will be 1n a multiple of Rs. 5,000 and
repayments in Rz 1,000 together with interest of 12% p.a.

Cash and Inventory Balances: The cash balance and inventory of merchandise at the end of December
was Rs.26,000 and Rs.3.30,000.

Required: (a) Merchandise purchase budget for the three months ending March.
(b) Operating and selling and distribution budget for the three months.



Solution

(a) Merchandize purchase budget for the three months ending MMarch

January | February March April
Sales 600,000 700,000 600,000 | 300,000
Less: Gross Profit ({@43% 270,000 315,000 270,000 | 223,000
Cost of Sales 330,000 385,000 330,000 | 273,000
Add: Ending Inventory 383,000 330,000 275,000
Total need 713,000 715,000 605,000
Less: Beginning Inventory | 330,000 385,000 330,000
Purchase Amount 383,000 330,000 275,000




Solution (Contd.)

(b}  Operating and selling and distribution budget for the three months

January | February March
Sales 600,000 [ 700,000 60,000

Operating and selling and [ 120,000 140 000 120000
distribution @ 20% on Sales




Solution (Contd.)

WM 1: Caszh zales and amount collection from debtors

December January | February March April

Budgeted Sales Eevenue 500,000 600,000 700,000 00,000

Cash sales (20%) 100000 120000 140,000 120,000

Credit zales (80%) 400 000 480000 560,000 480000

Collection from debtors

This month’s sales (80%) 320000 384000 448,000 384,000

Last month’s sales (20%) 20,000 26,000 112,000 06,000
Total amount collection 464 000 544 000 496, 000




Solution (Contd.)

(¢} Cash Budget

January | February March
Crpening Balance 26,000 25,000 316,600
Add: Receipt
Cash sales (Working Note 1) 120,000 140,000 120,000
Collection from debtors (Working Note 1) | 464,000 544,000 426000
Iszue of share 200,000
Total Receipt 354,000 284,000 616,000
Amount available for payment 610,000 009 000 Q32 600
Less: Payment
Purchase 383,000 330,000 275,000
Orperating and zelling and distribution 120,000 140,000 120,000
Vehicle purchase 200,000
Total Payments 703,000 470,000 355 000
Cash Surplus (Deficits) (95,0009 439,000 337,600
Borrowing from Bank 120,000 0 0
(Repayment of loan — Principal) 0| (120,000 0
(Eepayment of loan — Interest) 0 (2,400 0
Clozing Balance 23,000 316,600 537,600
Cash Balance 23,000 30,000 30,000
Bank balance 0 286.600 307,600

Interest = 120,000 X 12% X 2/12=2_400
Bank balance = Current Account




Problem

A Company wants a master budget for the next three months beginning January 19x2. It desires an ending
minimun cash balance of Bs. 4 000 each month. Sales are forecasted at an average selling price of Rs_ 4

per unit. Inventories are supposed to equal 125% of the next month sales in units except for the month end
of March. The March 31 inventory in units should be 73% of the next month salez. Merchandize costs are
Es. 2 per unit. Purchases during any given month are paid in full during the following month. All zales are

1 credit, payable within thirty days but experience has shown that 40% of current zales 15 collected in the
current month, 40% in the next month, and 20% in the next month after. Bad debts are negligible.

Monthly Operating Expenses are as follows:
Wapges and Salaries R=.10.000

Inzurance Expired Rs. 200

Depreciation Es. 130
Mizcellaneons E=. 2,000
F.emnt E=. 100+ 10% of Sales

Cash dividend of Rs. 1,000 zre to be paid quarterly beginning January 15, and are declared on the fifteen
of the previous month. All operating expenses are paid as incurred except insurance, depreciation and rent.
Fent of Rz 100 13 paid at the beginning of each month and additional 10% of zales 15 paid quarterly of the

month following the quarter. The next settlement 1s due on January 10.The Company plans to buy some
new furnsture and fixtures for Es. 2,000 cash in March.



Problem (Contd.)

Money can be borrowed and repaid in multiples of = 300; at an interest 13 18% per annum. Management
wants to minimize borrowing and repay rapidly. Interest 1s computed and paid when the principal 1s repaid.
Assume that borrowing takes place at the beginning and repayments at the end of the months in question.
Money 13 never borrowed at the beginning and repaid at the end of the same month. Compute interest to

the nearest Eupees.
Balance Sheet (December 31, 19X1)

Cash 4 000 Account Payable 28,730
Account Eeceivable 16,000 Dividend Payable 1,000
Inventory 31,230  Rent Payable 7,000
Un-expired Insurance 1,200
Fixed Assets (Net) 10,000  Egquity Share 257700

62,430 62,430




Problem (Contd.)

Eecent and Forecasted Sales are:

October E.s. 30,000
MNovember 20,000
Diecember 20,000
January 30,000
February 60,000
March 30,000
April 36,000

Required: Master Budget for first three month of 19x2.



Solution

1. Goods Purchasze Budget

Jan Feb March April
Budgeted Sales revenue 30,000 G0 000 30000 36,000
Lezs: Gross Profit (30% on sales) 25000 30000 15000 12,000
Cost of sales 25000 30,000 13,000 12,000
Add: Desired Closing Stock 37,300 18,730 13,300
Total Need 62.300 48,730 28 300
Lezs: Opening Stock *31.230 37,300 18,730
Purchase Amount 31.250 11,230 9 730




Solution (Contd.)

2. Operating Expenses Budget

January February March Total
Wages and Salaries 10,000 10,000 10,000 [ 30,000
Inzurance expired 200 200 200 | 600
Depreciation 150 150 150 | 430
Miscellanecus 2,000 2,000 2,000 | 6,000
F.ent (Fixed) 100 100 100 | 300
Fent (Variable) 10% of Sales 5,000 6,000 3,000 | 14,000
Total 17,430 13,450 15420 | 21 330PTL AC




Solution (Contd.)

Working Note 1: Calculation of Caszh collection

Nov Dec Jan Feb March April
Credit Sales 20,000 20,000 30,000 60,000 30,000
Thiz month’s Sales 40%% 2.000 5,000 20,000 24.000 12,000
Last month’s Sales 40% 8,000 #=5.000 20,000 24 000 18,000
Before Last month’s zales 20% #4000 #4000 10000 12,000
Total collection 32.000 48.000 46,000

* December zales
F*Nov Sales




Solution (Contd.)

3. Cash Budget

Jannuary February MMarch April
Opening Balance *4. 000 4.130 4,165
Add: Receipt
Collection from debtors (W/N —1) 32,000 45,000 46,000
Amount available for payment 36,000 32,150 50,165
Less: Payments
Pay to creditors *28,750 31.250 11,250 | 9750 A/C Payable
Wages and Salaries 10,000 10,000 10,000
hlizcellaneous 2000 2,000 2000
Fent (Fixed) 100 100 100
Fent (Variable) *7.,000 - - | 14,000 Eent payble
Dividend payment *1,000 - -
Purchase Furniture - - 2,000
Total Payment 48,850 43350 25,350
surplus (Deficits) (12,830 8,800 24 815
Borrowings 17,000 - -
(Repayment — Principal) - (4,300 (12,300)
(Repayment — Interest) - (133) {363)
Clozing Balance 4150 4.165 11,752

*From Opening Balance Sheet

Interest Expenses = 4300%18%*%2/12 = 135; 12300%18%*3/12 = 343




Solution (Contd.)

4. Income Statement from 1% Jan to 317 March

Sales Fevenue 140,000
Leszs: Cost of Goods zold (@350% of Sales J0,000
Gross Margin 70,000
Less: Other Expenses

Operating Expenses 51,350

Intereset (133+363) 698 52,045
Net profit before tax 17,932
Lezz: Provision for dividend 1.000
MNet Profit transfer to Balance Sheet 16,932




Solution (Contd.)

5. Balance Sheet (as on March 31, 19X1)

Account Payable 9,730 Cash

Dividend Payable 1,000 Account Eecervable

Eent Payable 14,000 Inventory

P/L Account 16,952 Un-expired Insurance

Equity Share 23,700 Fixed Assets (Net)
67,402

11,732
30,000
13,500

600
11,330
67,402

Inzurance = 1_200 — 00 = 6000
Fixed Assets = 10,000+ 2,000 - 450= 11550



Problem

The Balance Sheet as on December 31 of vear II of an mdustry 13 given below:

Es. Es.
Capital 500,000  Building 200,000
Profit and Lozz Account 220000  MAachine 160,000
Amount due for Merchandize 225000  Investment 40000
Amount Payable Machine Supplier 50,000  Inventory:
{due in Baishak) Merchandize 121,000
Cutstanding Wages 124 300 Finished Goods 56,400
Account Eeceivable
from Customer:
Sale of Falgun 154,000
Sale of Chaitra 320,000
Tax Payable due in Baishalth 16,600 Cazh 1n Hand 25,000
1,136,400 1.136.400

The actuzl sales and forecasted sales of the coming year are given for necessary consideration.

Months November December

January February

March April May

Sales in Units 23,000 20,000

24 000

25,000

24 000 23000 23000




Problem (Contd.)

Sales: Sale price per unit will be Es. 20. Sales are on credit. 20% realizes in the month of sale on which 2%
discount will be allowed. Balance will be collected equally 1n two installments following month of sales
on monthly basis.

Purchases: One unit of finished goods will require 5 kg of merchandise. The merchandise will cost Rs. 2
per ke Merchandises are procured on credit, payable after the month of purchase.

Wage: Wage payment for one unit of finished goods will be Rs. 6 & which will be paid in the following
month

Overhead: Payment will be made in the same month. Vanable manufacturing will be Rs.2 per umt. Fixed
manufacturing cost for one year will be Rs. 120,000,

Inventory Policy: Merchandise — 50% of the subsequent month’s requirement.

Finished Goods — 20% of the subsequent month’s sales.
Mimmum Cash Balance Expected will be Rs. 25,000

The industry paid Rs. 50,000 1n January to machine supplier. A commercial bank has given approval
to avail loan to the mdustry in the multiple of Rs. 5,000 @ 12% p.a. The loan provides provision to
reimburse in the multiple of Bs. 1,000,

Required: 1. Production Budget for three months ending March
2. Merchandise Purchase Budget for three months ending March
3. Cash Budget for three months ending March
4. Income Statement (consolidated) for three months ending March



Solution

1. Production Budget

January | February March April May
Sales units 24,000 25,000 24 000 25,000 23,000
Add: Ending Inventory 5,000 4,800 5.000 5,000
Total need 29.000 29300 29.000 30,000
Leszs: Beginning Inventory #4800 5,000 4 200 5,000
Production units 24 200 24300 24 200 25,000

* Finished Goods 86,400 (= 4,500 units X Bs. 18)

Working Note 1: Calculation of production cost per unit (using variable costing)

DM (SkgXRs2)

Wages
VMOH
Cost per unit

10
&

-,
=

13




Solution (Contd.)

2. Faw materials purchase budget

January | February March April
Production units 24 200 24 300 24 200 25,000
EM Consumption [(@2 kg'unit] 21,000 124 000 121,000 125,000
Add: Ending Inventory 62,000 60,500 62.500
Total need 153,000 184300 183,300
Lezsz: Beginning Inventory #50,300 62,000 60,200
EM Purhcaze (Kg) 122300 122 300 123 000
EM Purchaze (@ Fs. 2/kg 243000 245000 246,000

*BM 121,000 (=60, 200 kg X R= 1)




Solution (Contd.)

Wrking Note X Cash collection from debtors

November | December | January | February | March | Apnl

Credit Sales amount 460,000 | 400,000 450,000 500,000 | 450,000

(sales units X 5P

Thiz month 20% 92,000 80,000 26,000 100,000 | 96,000
(Discount 2%) (1,920) (20000 (1,9207

Last month 40% 184,000 | =160,000 192,000 | 200,000 | 354,000
Before last month 40% #=184,000 [ *160,000 | 192,000 | 200,000
Total collection 435 080 450,000 | 456,080 B/S

* Chiatra sales 320,000

#% Falgun sales 184 000

Dizcount = 1, 920+2 000+1.920 = 53 840 (P/L account)




Solution (Contd.)

Working Note 3: Wage payment budget

January | February | March

Production units 24 200 24 300 | 24 200

Wages @ Es 6 per unit 143 200 145 300 [ 142 200
Working Note 4: VMOH budget

January | February | March

Production units 24 200 24 500 | 24 200

VMOH (@ Es. 2 per unit 43 400 49 600 | 45400




Solution (Contd.)

3. Cash Budget for 3 months from 1% Jan. to 31 March

January | February | March April

Opening Balance ®25,000 28,280 25,420

Add: Receipt

Collection from  Debtors | 438,030 450,000 486,080

(W/N 2)

Amount available for payment | 463,030 478,280 511,500

Less: Payment

Pay to creditors *225,000 245,000 245,000 246,000 B/5

Wages (Working Note 3) *124 800 145200 148,800 143 200 B/S

VMOH (Working Note 4) 45,400 49600 45,400

Fixed Manufacturing 10,000 10,000 10,000

Orverhead

Pay to machine supplier 50,000

Tax 16,600

Total Payment 474 800 449 500 432 200

Surplus (Deficits) (11,7200 28,480 39,300

Borrowings 40,000 - -

(Bank loan repayment) - (32,0000 [ (33,000 4,000 B/5

(Interest payment) - (&0} (990) | 4000X12%X3/12
=120B/5

Clozing Balance 28280 23420 25310 B/S

¢ Opening Balance

11,720+2%,000 = 36,720

28,480 - 25000 =
Interest = 3 000 X

39,300 — 25,000 =34 300
Interest = 33,000 X 12% X 3/12 =920

34,000 X 12% X 3/12 = 1,020 (INot possible)



Solution (Contd.)

4. Income Statement for 3 months from 1* Jan. to 31 March

Sales units (24,000+25,000+24_000) 73,000 units
Budgeted Sales Eevenue | {73,000 vmits X Es. 20) 1,460,000
Lesz: COGS (73,000 vmitz X ERs.18) 1,314 000
W 1

Gross Profit 146,000
Less: Other Expenses

FMOH 30,000

Dizcount 5,840

Interest (60+990+120=) 1,170 37,010
Profit transfer to B/S 108,990




Solution (Contd.)

5. Budgeted Balance Sheet as on end 31 March

Capital + Liability Rs.  Asset Rs.

Capital 500,000  Building 200,000

Profit and Loss Account 328900  Machine 160000

20,000 + 1,08.990

A/C Payable 246,000  Investment 40000
Inventory:

EM (62500 kg X Bs 2) 123000

Outstanding Wages 145200 Fimshed Goods 90,000

{3,000 unats X Rs 18)

Bank loan 4 000  Account Eecetvable 354,000

Interest Pavable 120 Cash in Hand 25310

1,224 310 1,224 310




Solution (Contd.)

Cost of Goods 5Sold Budget

Opening Stock of Faw Materials

(60,500 kg X Rs 2)

21,000 (Opening Balance)

Add: Openning Stock of Finished Goods

Add: Eaw Material Purchazed (368,000 kg X Rs 2) 736,000 (EM Purchazed budget)
EMM avaiable for consumption 285300 kg X R= 2) 837,000

Less: Closing Stock of BEM (62,500 ks X Bs 2) 125 000

EM Consumphion (360,000 kg X Es 1) 732,000

Wages (73200 vtz X R= 6) | 439,200

Varniable Manufacturing Chverhead (73,200 vouts X F=s 2y | 146,400

Production cost (73,200 vouts X R= 13) | 1,317,600

56,400 (Opening Balance)

Goods avalable for szales
Less: Closing Stock of Fimished Goods

(5,000 units X Rs. 18)

1,404,000
90,000

Cost of goods sold

1,314 000
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