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Requirements
Accounts receivable = amount of 

goods sold which have not been paid 
(no cash-in)



Requirements

Cost of goods sold = total product 
cost of goods sold (only product not 

selling and admin)

Gross margin = revenues - cost of 
goods sold



1. The budgeted sales for July are computed as follows:

2. The expected cash collections for July are computed as follows:



3. The accounts receivable balance at the end of July is:

4. The required production for July is computed as follows:

*August sales of 12,000 units × 20% = 2,400 units
**July sales of 10,000 units × 20% = 2,000 units.



5. The raw material purchases for July are computed as follows:

*61,000 pounds × 10% = 6,100 pounds.
**52,000 pounds × 10% = 5,200 pounds.



6. The cost of raw material purchases for July is computed as follows:

7. The estimated cash disbursements for materials purchases in July is computed as follows:



8. The accounts payable balance at the end of July is:

9. The estimated raw materials inventory balance at the end of July is computed as follows:



10. The estimated direct labor cost for July is computed as follows:

11. The estimated unit product cost is computed as follows:



12. The estimated finished goods inventory balance at the end of July is computed as follows:

13. The estimated cost of goods sold for July is computed as follows:

The estimated gross margin for July is computed as follows:



14. The estimated selling and administrative expense for July is computed as follows:


