DEL Inc estimates its sales to be :
			
	 Sales
	

	Apr.
	$540,000
	

	May
	500,000
	

	June
	550,000
	

	July
	620,000
	

	
	
	
			


		90 percent of the firm's sales are on credit of which  30%  is collected during the month the sale is made, and the remaining credit sales collected during the following month. Purchases are 55% of the next month sales and payments are expected to lag purchases by one month. Other disbursements are:


				May		June  		 July
		Wages		158000	154500	145500
		Rent		17000		17000		17000	
		Other exp	   4500		7000		8000		
		Taxes	        	 41000

[bookmark: _GoBack]The company plans to purchase new equipment in June costing $110,000. Dividends of $30000 will be paid out in July. DEL maintains a minimum cash balance of $20000 at all times. The cash balance at the end of April is $31000. The maximum desired cash balance is $40,000. Excess cash (above $40,000) is used to buy marketable securities. Marketable securities are sold before borrowing funds in case of a cash shortfall (less than $20,000). Prepare a cash budget for May- July. All loans are payable as cash allows so long as the minimum cash level is maintained. 








	
	
	
	
	

	
	APRIL
	MAY 
	JUNE
	JULY

	SALES
	540000
	500000
	550000
	620000

	CASH 10%
	54000
	50000
	55000
	62000

	CREDIT
	486000
	450000
	495000
	558000

	
	
	
	
	

	COLLECTIONS
	
	
	
	

	CASH
	
	50000
	55000
	62000

	30% SALE MTH
	
	135000
	148500
	167400

	70% FOLLOWING
	
	340200
	315000
	346500

	TOT COLLECTIONS
	
	525200
	518500
	575900

	
	
	
	
	

	PAYMENTS OF PURCH
	
	275000
	302500
	341000

	DIVIDENDS
	
	
	
	30000

	EQUIPMENT
	
	
	110000
	

	TAXES
	
	41000
	
	

	WAGES
	
	158000
	154500
	145500

	RENT
	
	17000
	17000
	17000

	OTHER EXP
	
	4500
	7000
	8000

	TOTAL CASH PAYMENT
	
	495500
	591000
	541500

	NET CASH BALANCE
	
	29700
	-72500
	34400

	BEG CASH BALANCE
	
	31000
	20000
	20000

	CUMULATIVE CASH BALANCE
	
	60700
	-52500
	54400

	MTHLY LOAN/(REPAYMENT)
	
	
	31800
	-31800

	CUMULATIVE LOAN BAL
	
	
	31800
	0

	MRKTABLE SECURITIES PURCHASED/(SOLD)
	40700
	-40700
	

	CUMULATIVE MARKETABLE SEC
	40700
	0
	0

	ENDING CASH BALANCE
	
	20000
	20000
	22600





