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How many units should we plan to produce
— next period?
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How much should we budget for next period's
utility expense?
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Planning: and using financial and other resources over a

involves developing objectives and preparing specified forthcoming time period.

various budgets to achieve these objectives.
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Control:

Sales Budget —l
- Selling and
LUl B - ction Budget Administrative
Budget N et

Direct Labor
Budget

involves the steps taken by management that
attempt to ensure the objectives are attained.
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Expected Cash
Collections 2011 2012 2013 2014
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It shows the expected sales for the budget
period expressed in dollars and units.
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It lists all cash inflows excluding cash received

from financing.
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It is usually based on a company's sales ) A0l 2331 5l 3 gl g (25 ) Jual sl oL Lpaiall e giaal) pran (4e,
forecast. It consists of all cash payments excluding
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All other parts of the master budget are
dependent on the sales budget.

The Sales Budget

Estimated Estimated
Unit Sales Unit Price

I l

Analysis of economic and market conditions
+

Forecasts of customer needs from marketing personnel
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It determines if the company will need to
borrow money or if it will be able to repay

— funds previously borrowed
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It details the borrowings and repayments
projected to take place during the budget

period.
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August 15,000 units
The selling price is $10 per unit.

Royal's collection pattern is:
70% collected in the month of sale
25% collected in the month following sale
5% uncollectible

Budgeted sales for the next five months are:
April

R August 15.00
5 ) The selling price is $10 per unit.
5

il May June Quarter
Budgeted sales in units 20,000 50,000 30,000 100,000
Selling price per unit _§ i | 0 s 0 9§ 10

All sales are on account.
=2 i torn is:

%% collected in the month of sale,
in the

sale,

uncollecti o
In April, the March 31= accounts receivable
balance of $30,000 will be collected in full.

April May June Quarter _)

Budgeted sales in units 20,000 ‘ 50,000 30,000 100,000
Selling price per unit | § 10 |§ 10 |§ 10 ‘ ] 10
i Total budgeted sales | § 200,000 | § 500,000 | § mm\ §1,000,000
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$ 30.000

$ 30.000
140.000 140.000

[ hoit I vay ] [ une I Quarter |

\

25 % * 500.000



