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Example 01 The company forecass ifs sales revenues as from June to November. Cash budget for this
company covers six monthly periods from June to November. The company sells its goods in a 3/10
system, 30 days net. In reality, however, many customers delay payment up to 90 days. Historic data show
that 10% of customers settle their accounts between the 61% and the 90™ day from the purchase date, 30%
between the 31% and the 60™ day, 50% between the 11™ and the 30™ day and 10% use a discount
and pay within 10 days from the purchase date. The production costs of the company represent 55% of the
sales price. Purchase of matertals for production 1s made one month before the sales date. Suppliers offer a
30-day trade credit. Sales will be:

November: 11 000.

In March 1t was: 10 000; m April: 20 000 and 1n May: 18 000.

The budget should also mclude expenses for payroll and lease fees, taxes, etc. Based on appropriate
forecasts it can be assumed that fixed expenditure will amount to 1000 on the 25" day of each month. If
any capital expenditure 1s planned it should be also budgeted for. Planned for July 1s capital expenditure in

the amount of 5000. The target cash balance C has been determined at the level of 636, while the
anticipated cash balance on 30 May 1s 636.
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Table. Cash Budget.
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|. Inflows and outflows = Cash Collections
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Il. Cash balance changes = Cash Dishursements

9) Intlows recetved:
) Payments:

) Fixed costs
) Investment:
3) Outflows:
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4) Cash Increase (decrease):
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Il External financing Needs = Cash budget

3) Cash at the start of the month;
0) Cash at the end of the month:
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7) Tatget Cash Balance ('

8) Cumulateve surplus/deficit:
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