I. INTRODUCTION

VI. ADMINISTRATION OF WORKING CAPITAL
HOMESTYLE  RECIPES FOR FINANCIAL MANAGEMENT 


Table No. 26

Overall Comprehensive Budget:  Case

Financial Statements at the Beginning of the Planning Period 

Assets
Liabilities and Net Worth

Cash

15,200


Accounts payable
900

Accounts receivable

9,300


Partners’ accounts
1,200

Inventory

0



2,100



24,500










Capital
11,000

Fixed assets

13,000


Retained earnings
18,000

Accumulated depreciation 
(
3,900
)

Profits for the year
2,500



9,100



31,500









Total Assets

33,600


Liabilities and Net Worth
33,600

Other data:



Planning horizon: 4 quarters


Annual sales: 3,800 units uniformly spread through each  quarter


Sales price: $5.20 per unit.


Customer terms: net 30 days.


Inventory level: to reach a level of 3,000 units at the end of the fourth quarter (750 per quarter). 


Purchase price: $2.50 per unit


Supplier’s terms: net 45 days


Collections of accounts receivable at the beginning of the planning period: $4,000 in the first quarter and $5,300 in the second.


Supplier’s accounts payable at the beginning of the planning period: 100% to be paid in the first quarter.


Investment in fixed assets: $20,000 the first quarter in cash.


Depreciation: 10%, including the planned investment.


Expenditures: $550 per quarter.


Cash dividends: $4,100 in the second quarter.


Stock dividend: $3,500


Interest rate: 5.3686 % monthly, payable the following quarter.


Cents: $0.50 or more = $1 


Cash level: at the end of the first quarter $300; the second, third and fourth quarters      $500

Intermediate Objectives
Final Objectives




Sales budget (in units and in dollars)
Financial budget.

Collections plan
Projected Income statement

Purchasing budget (in unit and in dollars).

Payments plan
Projected balance sheet

Projected statement of net worth

Table No. 27

Overall Comprehensive Budget:  Intermediate Scopes


Desegregated by quarter
Accrued amounts






FLOW VARIABLES


1st
 2nd
 3rd
 4th
ACCRUED BASIS




quarter
quarter
quarter
quarter

CASH BASIS
INVENTORY

Sales budget



Units

950.00


950.00


950.00


950.00


3,800








Price per unit

5.20


5.20


5.20


5.20


x   5.20








Amounts

4,940.00


4,940.00


4,940.00


4,940.00


19,760.00





1,647.00

























Collections plan


Beginning Balance 

4,000.00


5,300.00











9,300.00





From sales 

3,293.00


4,940.00


4,940.00


4,940.00





18,113.00





Total

7,293.00


 10,240.00


4,940.00


4,940.00





27,413.00




























Purchasing budget


Inventory at the beginning
0.00




















Purchases for  inventory

750.00


750.00


750.00


750.00








   3,000


Purchases for sales

950.00


950.00


950.00


950.00








x    2.50




1,700.00


1,700.00


1,700.00


1,700.00


6,800





7,500.00


Cost per unit

2.50


2.50


2.50


2.50


x   2.50








Amounts

4,250.00


4,250.00


4,250.00


4,250.00


17,000.00































Payment plan


Beginning Balance

900.00




















For purchases

2,125.00


4,250.00


4,250.00


4,250.00







(
2,125.00
)

Total

3,025.00


4,250.00


4,250.00


4,250.00





15,775.00




























Financial budget


Beginning cash 

15,200.00


300.00


500.00


500.00





15,200.00




























Collections

7,293.00


10,240.00


4,940.00


4,950.00





27,413.00





Payments
(
3,025.00
)

( 4,250.00
)
(
4,250.00
)
(
4,250.00
)



(
15,775.00
)




Expenditures
(
550.00
)

(   550.00
)
(
550.00
)
(
550.00
)
(
2,200.00
)
(
2,200.00
)




Fixed Assets
(
20,000.00
)




     







(
20,000.00
)
33,000.00


Dividends




(4,100.00
)









(
4,100.00
)



























Surplus (deficit)
(
16,282.00
)

1,340.00


140.00


140.00


































Loan

1,382.00


477.00


418.00


349.00





2,626.00





Loan payment




 (1,382.00
)
(
477.00
)
(
418.00
)



(
2,277.00
)
(
349.00
)

Interests paid




(   235.00
)
(
81.00
)
(
71.00
)
(
446.00
)
(
387.00
)
(
59.00
)

Banking support

1,382.00


(1,140.00
)
(
140.00
)
(
140.00
)

































Ending cash 

300.00


500.00


500.00


500.00





500.00


500.00















Data for the profit 

plan

 Data for

 the cash flows

  Data for the projected  balance sheet


 

Table No. 28

Overall Comprehensive Budget: Final Targets

BUDGETED CASH FLOWS

PROFIT PLAN














Beginning Cash

15,200


 Sales




19,760







 Cost of goods sold






Inflows (outflows)




 Beginning Inventory  
0





- Collections

27,413


 Purchases

17,000





- Purchases
(
15,775
)

 Ending Inventory 
(
7,500
)
(
9,500
)

- Expenditures 
(
2,200
)






10,260


- Fixed assets payments
(
20,000
)

 Expenditures



(
2,200
)

- Dividends
(
4,100
)

 Interest



(
446
)











7,614


- Loans 

2,626


 Depreciation



(
3,300


- Loan payments
(
2,277
)









- Interest paid
(
387
)

 Profits




4,314



(
14,700
)






















Ending cash

500












BUDGETED BALANCE SHEET



Assets
Beginning

Balance
Budgeted

Balance

Liabilities and net worth
Beginning

Balance
Budgeted

Balance














 Cash 

15,200


500


Suppliers
900

2,125

 Receivables

9,300


1,647


Partners’ account
1,200

1,200

 Inventory

0


7,500


Banks
0

349

 Fixed assets

13,000


33,000


Interest
0

59

 Acc. Depreciation
(3,900
)
(
3,900
)

Capital
11,000

14,500

    Depreciation of  the year

(
3,300
)

Retained earnings
18,000

12,900









Profits
2,500

4,314



33,600


35,447



33,600

35,447

BUDGETED  NET  WORTH









Capital stock
Previous

profit
Profit for the year









Beginning balance
11,000

18,000


 2,500

Previous fiscal years profits


2,500

(
   2,500)

Cash dividend

(
4,100
)



Stock dividend
3,500
(
3,500
)



Fiscal year profit





4,314

Ending balance
14,500

12,900


4,314
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