96.

MY coerY

Profit Planning

Randall Company is a merchandising company that sells a single product. The company's
inventories, production, andor the next three months have been forecasted as

follows:
October  November December
Beginning inventory ............... 10,000 10,000 10,000
Merchandise purchases........... 60,000 70,000 35,000
S R e e TN 60,000 70,000 40,000
Ending inventory..................... 10,000 10,000 5,000

Units are sold for $12 each(One fourth of all sales)are paid for in the month of sale and the

re paid for i L stbf followin mngonth Accounts receivable at September 30 totaled

$450,000. ok

Merchandise is purchased for $7 per unit.(Ealf of the purchases hre paid for in the month of the
purchase and thre paid for in the month following purchase. Selling and

administrative expenses are expected to total $120,000 each momh.f these
expenses will be paid in the month in which they are incurred and the ill be paid in the
following month. There is no depreciation. Accounts payable at September 30 totaled $290,000.
Cash at September 30 totaled $80,000. A payment of $300,000 for purchase of equipment is
scheduled for November, and a dividend of $200,000 is to be paid in December.

Required:

a. Prepare a schedule of expected cash collections for each of the months of October,
November, and December.

b. Prepare a schedule showing expected cash(dlsbursements for merchandise purchases and
selling and admlmstratlve(expenses)‘or each of the months October, November, and December.
¢. Prepare a cash budget for each of the months October, November, and December. There is
no minimum required ending cash balance.



e : ' a. October  November December

&x Sales (at $12 per unit)........c.....c.cocree $720,000  $840,0007 $480,000
C ‘4 \ 7.
: September unts recewable .......... 1{‘ st
Collectvond October sales (8722 X% 3 52) 180,0 540, %
November sales............cccooovrercenavnasaones 210,000 $630,
DOy i i 120,000
Total cash collections ...........cccoevuvee $630,000 $750,000 $750,000

C il
October | November December
$420,000 $490,000 $245,000
120000 120,000

3610000 - _$365,000
270,000 | ~£305,000
» 182,500

3360000  S375.000  S487.500

C. November  December
Beginning cash balance.................. 0, $150,000 $25,000
25 A Add cashreceipts...........ccvevinse® ’ 750,000 __750,000
c Total cash available ........................ ) 900,000 775,000
b “Jﬂc,f' Disbursements:
Accounts payable .................. 42 ' 575,000 487,500
Payment for equipment............... 00,000
Payment of dividend.................... Swer gzoo;_@_ - iean
Total disbursements.............c..c....... 560,000 | _875.000 _687.500
Ending cash balance........................ S$150.000 - __$25.000 S87.500

Learning Objective: 09-01 Unaerstand why organizations budget and the processes they use to create
buadgets.

Learning Objective: 09-02 Prepare a sales budget: including a schedule of expected cash collections.
Learning Objective: 09-07 Prepare a selling and administrative expense budget.

Learning Objective: 09-08 Prepare a cash budget.

Level: 2 Medium



97.

Welnor Industrial Gas Corporation supplies acetylene and other compressed gases to industry.
Data regarding the store's operations follow:

o Sales are budgeted at $320,000 for November, $340,000 for December, and $330,000 for
January.
0 Collections are expected to be(75% In the month of sale@n the month following the sale,

- and\5%)uncollectible.

0 The cost of goods sold is 65% of sales.

o The company desires ending merchandise inventory to equal\80%of the following month's
cost of goods sold. Payment for merchandise is made in the month following the purchase.
‘0 Other monthly expenses to be paid in cash are $21,000.

0 Monthly depreciation is $16,000.

o Ignore taxes.

Statement of Financial Position

October 31
Assets
COMRRE i i A A RS AN i A DA TR T s s I $22,000
Accounts receivable (net of allowance for uncollectible 8CCOURLS)....................oo. 82,000v"
T T Ly e i S R e e L e 166,400
Property, plant and equipment (net of $658,000 accumulated depreciation).......ooeeee. 1,170,000
U SRR SR T e U e O DR A1 S S 31,440,400
Liabilities and Stockholders’ Equity
Accounts payable . ;
Common stock ...
Retained earnings....

Total liabilities and stockholders' equity

Required:

a. Prepare a Schedule of Expected Cash Collections for November and December.
b. Prepare a Merchandise Purchases Budget for November and December.

c. Prepare Cash Budgets for November and December.

d. Prepare Budgeted Income Statements for November and December.

e. Prepare a Budgeted Balance Sheet for the end of December.



a. November December
N (e T R U BN T o (/ $320,000 $340,000
((Schedule of Expected Cash Collections ) .
Accounts receivable.................cooow..oorrerveeennn. | (3ve~)$82,000
T — (151240000 64,0000 2%)
I OO oo 255.000¢75 %)
NU"' Total cash collections ..............ccrecererreesnnne $319,000
T — . 5
't,,ﬂ o Merchandise Purchases Budget e rembe_, December
166 4 Budgeted cost of goods sold $221,000
{Mg Yo \ 28, Add desired ending merchandising invento 171,600
. 2GS S R L 392,600
pvf Less beginning merchandise inventory.................. _176.800
:1—6/7‘;[ ReqUIred PUrchases....................owwrroerrorererosrsseisonees 5215800
(7o
c. CM‘» deﬂ “’ November  December
Cash disburscments for merchandise ..........co.ooovcrrvivecniveneniicsins $199.000  $218,400
Other monthly Cash EXPENILS.......oouiisisssmmsssmssiasissssssssronessonsossasess L S21000 _ [ 21000
Total cash dishUISEMENTS .........cccvmmsmrsisearmsssssissmsssmssmmmsssismens 7~ uBORU00  Sea2400
N OO Ot -5 0 [ NI LR $ 22,000 124,000
g AR e PO B v S LR o 344,000 443,000
Less cash disbursements: » 220,000
Excess (deficiency) of cash available over disbursements.............. 124,000 203,600
I i 0 0
LT T e T S N 5124000 _$203,600
&M Ticome Statements
d. November  December
BRI e $320,000 $340,000
PO OO EXBONAE .o oo iiiiinmmasmessasesossormassons 16,000 17,000
COMOLUDUREOMN. . i iisiimnaiins 208,000 _221.000
KROORE MREGHE ..o 96,000 102,000
Other monthly expenses...........c.cocovcnrrrencrureens 21,000 21,000
BT 5 ccsecintiioniimmisimesoncosiaspansbiint 16,000 __16.000
TUER DDCEMRING SOOI o.coooinvsionosnronsrbommnmsmimacns M/ 565,000



e. ‘ Budgeted Balance Sheet k
December 31

Assets
oLl e S S e $203,600 / 2
Accounts receivable (nd of allowance for uncollectible acoounts) ..... 68,000 —

lnvmmy ..... 171,600

Total useu S1.581.200
Liabilities and Stockholders’ Equity
F I T R e CS R R SN [ PR SRR O Dl 1 o) $215.800
Common stock......ccocinnnis 840,000
RERNOCERTRMIGE .l coeiimiismisniessosinivmmisnnts 525400
Total liabilitics and stockholders” qUILY ...t e $1.581,200

Learning Objective: 09-02 Prepare a sales buaget; including a schedule of expected cash collections.
Learning Objective: 09-03 Prepare a production buaget.

Learning Objective: 09-08 Prepare a cash budget.

Learning Objective: 09-09 Prepare a budgeted income statement.

Learning Objective: 09-10 Prepare a budgeted balance sheet.

Level: 3 Hard





