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Cau 1 (2 diém): What are the basic benefits and purposes of developing pro forma

statements and a cash budget?

The pro-forma financial statements and cash budget enable the firm to determine its future
level of asset needs and the associated financing that will be required. Furthermore, one
can track actual events against the projections. Bankers and other lenders also use these

financial statements as a guide in credit decisions.

Cau 2 (4 diém):

a. Sales $ 900,000
Cost of goods old (65% of sales)  ....ccooevvriviieiiieee 585,000
Gross Profit =~ e, $ 315,000
Selling and administrative expense
(9% ofsales) 81,000
Depreciation 10,000
Operating profit s 224,000
Interest eXpense s 8,000
Earnings before taxes . 216,000
Taxes @ 30% 64,800
Earnings after taxes $ 151,200
b. Sales e, $1,000,000
Cost of goods sold (60% of sales) — ....cccooveivviieecee 600,000
Gross profit 400,000
Selling and administrative expense
(12% of sales) e 120,000
Depreciation e, 10,000
Operating profit 270,000
Interest expense e 15,000
Earnings before taxes 255,000

Taxes @ 30% .. 76,500
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Earnings after taxes e, $ 178,500
Ms. Hood’s ideas will increase profits.
Cau 3 (4 diém):
Cash Receipts Schedule
September October November December

Sales $6,000 $10,000 $16,000 $12,000
Credit sales (80%) 4,800 8,000 12,800 9,600
Cash sales (20%) 1,200 2,000 3,200 2,400
Collections in month after
sales (40%) 3,200 5,120
Collections two months
after sales (60%) 2,880 4,800
Total cash receipts $9,280 $12,320

Cash Budget

November December

Cash receipts $ 9,280 $12,320
Cash payments 13,000 6,000
Net Cash Flow (3,720) 6,320
Beginning Cash Balance 5,000 5,000
Cumulative Cash Balance 1,280 11,320
Monthly Loan or 3,720 (3,720)
(Repayment)

Cumulative Loan Balance 3,720 -0-
Ending Cash Balance $ 5,000 $ 7,600
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