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ACCOUNTING

Accounting and Mathematical Literacy
Exemplar Papers – extracts from

OUP Exam Success

QUESTION 3 (DOE 2005)

CASH BUDGET (60 marks; 27 minutes)
You are provided with an incomplete Cash Budget and Debtors Collection Schedule of Dundee Limited.

REQUIRED:
1. Complete the Debtors Collection Schedule by inserting the missing figures indicated by 

asterisks(*). (10)
2. Cash budget for the three months ended 31 March 2006. (47)
3. If you were the accountant of this business, which item in the budget would you want to investigate? 

Name the item and give a reason. (3)
INFORMATION:
Balances on 31 December 2005  R

 Ordinary share capital of R2 each 600 000
 Bank overdraft 8 600
 Creditors control 60 000
 Long-term loan (15% p.a.) 80 000

ADDITIONAL INFORMATION:
1.  Sales: 75% of the total sales are cash sales
  Actual and projected credit sales are as follows:
  Actual: November R28 000, December R30 000
  Budgeted: January R24 000, February R28 000, March R24 000
2.  Debtors are expected to pay as follows:
  50% in the transaction month, subject to 5% discount
  30% in the month following the transaction month
  15% in the second month after the transaction month
  5% will be written off  as bad debts after the third month.
3.  Rent income will be increased by 10% on 1 February 2006.
4.  Operating expenses are expected to increase by R500 from month to month.
5.  An additional loan of R70 000 will be taken out on 1 March 2006 at the existing interest rate. Interest 

on the loan is paid monthly.
6.  80 000 new shares are to be issued at a premium of 100 cents on 1 February 2006. Th e business needs 

these funds to purchase a delivery vehicle in May 2006, which is expected to cost over R200 000.
7.  Th e company plans to declare an interim dividend of 10 cents per share on 28 February 2006. Th is will 

be paid during March 2006.
8.  All goods are bought on credit. Creditors are paid one month after the month of purchase subject to 

10% discount for prompt payment. Credit purchases are/ will be:

December January February March

R60 000 R48 000 R56 000 R48 000

9. Monthly advertising costs are budgeted at 2% of total sales for the month.
10. A general increase of 3% in salaries and wages takes eff ect on 1 March 2006.
11. A second provisional income tax amount will be paid on 28 February 2006. Th e following details will 

be used to calculate the amount to be paid:
Th e projected net profi t for the fi nancial year is R240 000.
Th e income tax payable is 32% of the net profi t.
Amount of provisional income tax already paid is R39 000.

Sample Exam Paper 1 12.  Interest on the bank account is paid or received every month and is calculated (to the nearest rand) 
on the balance as at the 1st day of each month as follows:

  18% per annum on unfavourable balance (overdraft)
  6% per annum on favourable balance.

1.  Debtors collection schedule

Credit sales per month 2006
January

2006
February

2006
March

November  28 000 4 200
December  30 000 9 000 4 500
January  24 000 11 400 7 200 3 600
February  28 000 * *
March  24 000 *

24 600 * *

2. DUNDEE LIMITED

Cash budget for the quarter ending 31 March 2006

CASH RECEIPTS January February March

Cash sales 72 000)
Receipts from debtors 24 600)
Rent income 12 000)
Interest on current bank account                      –

Total receipts 108 600)
CASH PAYMENTS
Payments to creditors 54 000)
Operating expenses 13 500)
Interest on loan 1 000)
Advertising 1 920)
Salaries and wages 94 300)
Interest on overdraft 129)

Total payments 164 849)
CASH SURPLUS (DEFICIT) (56 249)
Bank balance at beginning of month (8 600)
Bank balance at end of month (64 849)

3. Item in the budget for investigation (and reason)
  _____________________________________________________________________________________
  _____________________________________________________________________________________


