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1 Rengaw Ltd's Balance Sheel at 30 September 2004 was as follows.

$000 $000 - $000
Fixed assols ) . 142

Current assets

: Stock 82
; . Deblors : . - 30
' ~ Bank . 28
: : 140
Current liabilities :
Creditors ~ 59
; Proposed dividend SRR 67 73
‘ ' . i 215
Less Long term fiability , : .
10% Debentures 2003 — 2005 40
: : 75
Capital and reserves .
Ordinary shares of $1 80
8% Redeemable preference shares of $1 : 30
1 Retained profit ; 65
o ' e 175

On 1 October 2004 the following transactions occurred:

1. The debentures were redeemed at a premium of 5%. :
The directors decided that the debentures should be replaced by a reserve equal to the
amount of the debentures redeemed. ' ’ o

2. An additional 30000 ordinary shares of $1 were issued at $1.50 to provide for the redemption
of the preference shares. ' ' ~ g : E

3. The 8% redeemable preference shares were redeemed at a premium of $0.20 per share. The
shares had been issued originally at par value. '

REQUIRED
(a) Prepare Rengaw Lid's Balance Sheet imrhediate'ly after the above transactions were
completed, and before any further transactions had taken place. (12]

Following the completion of the above transactions, the directors require a cash budget for the four
; months October 2004 to January 2005 to be prepared from the following information:.

4 1. Sales in Seplember 2004 were $40 000. :

2. Forecast sales are as follows: Y

: 2004 October - $48000 2005 January $36000

] ~ November $60 000 February $36 000

C December $54 000 i !

i 3. 25% of all sales are cash transactions. One month’s credit is allowed on the remainder.
} 4. A gross profit of 33{% is'made on all sales. :
; 5. Goods are purchased one month before sale and paid for two months after purchase.
6. Wages of $28 000 and overheads of $10000 are paid each month.
7. The ordinary dividend for the year ended 30 September 2004 will be paid on 1 January 2005.
| 8. A machine costing $30000 will be purchased and paid for in November 2004.
' REQUIRED
(b) Prepare a cash budget in columnar form for each of the four months October 2004 to
| January 2005. (All calculations should be made to the nearest $000.) (17)
| wuctes2o0s ‘ ; 104 | : |
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(Rengaw Ltd’s bank overdraft is limited to $40 000)
Required

(c) State four actions the directors could take to avoid the overdraft limit being exceeded. Where possible, state the effects of each of the actions on the bank balance
