Cash Budgets 
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Aim: 	To show how a firm can anticipate the flow of cash in and out over a period of time
These are very like the Household Budget Tables and Cash Flow Statements done in Junior Cert. They show the flow of cash in and out of a business. You have to work out Net Cash Inflow/Outflow, as well as the Opening and Closing Cash Balances.
Basic Structure is outlined in the table below.
Inflow – Outflow = Net Inflow/Net Outflow
Net Inflow/Outflow + Opening Balance = Closing Balance
Opening Balance in first month and total
Closing Balance becomes next month’s Opening Balance
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9.

Cash Budgeting
Mairead Maguire provides the following information at the end of May 2013.

€
Debtors 01/06/2013 (April sales €94,000 and May sales €86,000) 180,000
Creditors 01/06/2013 49,000
Bank balance 01/06/2013 27,000
She expects her sales, purchases and expenses for the next five months to be:
June July August September | October
Sales €73400 | €65,000 €69,300 €84,200 €54,200
Purchases | €38,000 | €27,800 €34,300 €41,900 €27,000
Expenses €14,100 | €16,900 €16,200 €19,500 €11,300

You are given the following additional information:

o Expenses are paid as they are incurred.
o Allsales are on credit and are paid for two months after the month of sale.

o All purchases are on credit, except €12,000 for cash in July, and are paid for one month
after the month of purchase.

e Rent per month is €1,200 and increases to €1,300 from 1* September. (Rent was not
included in expenses above.)

Required:
@  Prepare a Cash Budget on amonthly basis for the period June to October inclusive and also the
total column for the period.
()  Outline two benefits for Mairead in preparing a Cash Budget.
(80 marks)
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9.

Cash Budgeting

L. Tarpey had the following Assets, Liabilities and Capital at 1 January 2011:

Assets

Fixed assets

Stock
Cash
Debtors

Liabilities
Creditors
Capital

The expected sales and purchases for the next S months are as follows:

€
220,000
46,000
29,500
27,300
322,800
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Jan Feb Mar Apr May Total
Sales €83,700 | €94,300 | €67,300 | €71,000 | €92,200 | €408,500
Purchases | €44,200 | €62,100 | €59,800 | €45400 | €77,900 | €289,400

All sales are on credit and are paid for one month after sale.

o Tapey rents the premises for €24,000 per annum payable monthly.

o Equipment to be bought in February for €17,000 cash.

o Wages permonth to be €19,400.

You arerequired to prepare:

Closing stock at 31/05/2011 is expected to be €56,400.
Net Profit for the five months is expected to be €22,500.

All purchases are on credit and are paid for one month later, except for €26,000 in March.

@ A Cash Budget showing Tarpey’s expected monthly Receipts and Payments for the five
months January to May 2011.

()  ABudgeted Balance Sheet as at 31/05/2011.

() Outline two benefits for Tapey in preparing a cash budget.

(80 marks)
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Cash Budgeting

G. Molloy had the following assets, liabilities and capital on 1/1/2007.

Assets €
Fixed assets 560,000
Stock 28,400
Debtors 36,000
Cash 10.200
634,600

Liabilities
Creditors 44,600
Capital 590,000
634,600

The expected sales and purchases for the next 5 months are as follows:

Jan Feb Mar Aprii  May Total
Sales €78,000 €84,000 €96,000 €80,000 €82,000 €420,000
Purchases €54,000 €73,000 €84,000 €75400 €73,000 €359,400

All sales are on credit and are paid for one month after sale.
All purchases are on credit (except for €12,000 in May) and are paid for one month later.
Molloy rents the premises for €18,000 per annum payable monthly.

Equipment was bought in April for €6,000.

Wages to be €5,800 per month.

Closing stock at 31/5/07 is expected to be €31,400.

Net profit for the 5 months is expected to be €27,100

You are required to prepare:

@ A cash budget showing Molloy’s expected monthly receipts and payments for the five
months January to May.

(®) A budgeted Balance Sheet as at 31/5/2007.

(80 marks)
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9.

Cash Budgeting

Sean Burren provided the following information at the end of February 2016:

€
Debtors 01/03/2016 (January sales €62,000 and February sales €74,000) €136,000
Creditors 01/03/2016 €55,000
Bank Balance 01/03/2016 €35,000
Sean expects his sales, purchases and expenses for the next five months to be:
March April May June July
Sales €54,300 €91,100 €78,200 €67,800 €83,100
Purchases €38,100 €58,300 €37,200 €24,300 €38,500
Expenses €5,000 €12,000 €10,000 €13,000 €16,000

You are given the following additional information:

o All sales are on credit and are paid for two months after the month of sale.

o All purchases are on credit, except €14,000 for cash in May, and are paid for one month
after the month of purchase.

* Rent permonth is to be €1,700 and increases to €1,900 on 1 June. (Rent is not included
in the expenses above.)

o Equipment will be bought in June for €18,000 cash.
o Expenses are paid asthey are incurred.

Required:

@  Prepare a cash budget on amonthly basis for the period March to July inclusive and also the
total column for the period.

()  Outline two reasons why Sean Burren would complete a cash budget.

(80 marks)
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9. Cash Budgeting

[80]

@) Cash Budget for five months January - May [74]

Receipts March April May June July Total
Debtors 62,000[2] | 74,000[2] | 54,300[2] | 91,100[2] | 78,200[2] | 359,600 3]
Total Receipts 62,000 74,000 54,300 91,100 78.200 359,600
Payments
Cash for purchases | 55,000[1] | 38,100[1] | 72,300[2] | 23,200[2] | 24,300[1] | 212,900 [1]
Expenses 5,000[2] | 12,000[2] | 10,000[2] | 13,000[2] | 16,000[2] | 56,000 [2]
Equipment 18,000 [2] 18,000 [2]
Rent 1,700 [1] 1,700[1] 1,700 1] | _1.900[1] 00 [1] 8.900 [2]
Total Payments __61,700 _51.800 84,000 56,100 42,200 295,800
Net Cash 300[2] | 22.200[2] | (29,700)[2] | 35,000[2] | 36,000[2] |  63,800[2]
Opening Cash 35,000[2] | 35300[1] | 57.500[1] | 27.800[1] | 62.800[1] | 35,000 3]
Closing Cash 35300[1] | 57,500[1]| 27.800[1]| 62.800[1] | 98.800[2] |  98.800[3]

() A cash budget will show Sean all his inflows/outflows of cash during the period and his cash

surplus/deficit at the end of each month.

It will indicate to him when a bank overdraft may be required.

[6]
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Cash Budgeting

Mary Harkin had the following assets, liabilities and capital on 01/01/2014.

Assets €
Fixed Assets 295,000
Stock 34,000
Cash 28,300
Debtors 76.400
433,700
Liabilities
Creditors 33,700
Capital 400,000
433,700

The expected sales and purchases for the next S months are as follows:

Jan Feb Mar Apr May Total
Sales €54,300 €91,100 €78,200 €67,300 €83,100 | €374,500
Purchases | €38,100 €58,300 €37,200 €24,300 €38500 | €196400

o All sales are on credit and are paid for one month after sale.

o All purchases are on credit, except €24,000 for Cash in March, and are paid for one month after the
month of purchase.

o Wages per month are €18,600.

o Equipment will be bought in April for €9,000 cash.

o Mary rents the premises for €36,000 per annum payable monthly.
o Closing stock on 31/05/2014 is expected to be €28,300.

o Net Profit for the five months is expected to be €64,400.

You arerequired to:

@  Prepare a Cash Budget showing Mary Harkin’s expected monthly Receipts and Payments for
the five months January to May 2014 and also the total column for the period.

()  Preparc a Budgeted Balance Sheet as at 31/05/2014.
()  Give two items of information Mary can get from the prepared cash budget.

(80 marks)





