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Pharmacy 125 

Second Long Exam 

First Semester, AY 2020 – 2021 

 

 

 

Budgeting 

You are the production manager of a toll manufacturer for ascorbic acid syrups. 

The marketing department said that the budgeted production units are expected to increase 

by 50 bottles per quarter in 2021. The forecasted production units by the first quarter is 180. 

The company is expecting to receive the following accounts receivable in 2021: 

• 1st quarter: ₱ 2,100

• 2nd quarter: ₱ 6,010

• 3rd quarter: ₱ 10,000

• 4th quarter: ₱ 19,500

Also, there are investors who have declared their cash investments for each quarter of 2021. 

These investments will be used by the company as its beginning cash for each quarter of 

2021. 

• Mr. Milenyo will invest ₱ 70,000 in 2 equal installments for the first half of

2021.

• Ms. Linya will invest ₱ 55,000 at the start of the 3rd quarter and ₱ 40,000 on

the 4th quarter.

• Ms. Laya will invest ₱ 35,000 at the beginning of 4th quarter

The company is strict in maintaining a balance of ₱ 12,500 at the end of each quarter so it 

has partnered with a bank for loans. The loans will be paid in the earliest quarter in which 

there is sufficient cash. Interest of the principal amount given by the bank is at 0.20% per 

quarter unpaid. 

The company spends ₱ 20/bottle for the materials, ₱ 12/bottle for the labor, and ₱ 5/bottle for 

the manufacturing overhead. Also, it pays its rent of ₱ 20,000 each quarter. 

1. Which quarter will the company need to loan from the bank?

2. Which quarter has the highest cash ending balance?
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Break-even Analysis 

The operations manager of a start-up company decided to manufacture 500 mg paracetamol 

tablets packaged in a blister packaging. Each set of blister pack contains 10 tablets. A box of 

the paracetamol tablet contains 10 sets of blister packs. During the manufacture of a pilot 

batch, the following costs were determined: 

Item Cost  

Manufacturing Plant Rent ₱ 4,900/month 

Administrative Staff Salary ₱ 2,500/month 

Plant Operator Salary ₱ 1.20/tablet 

Utilities ₱ 560/month + ₱ 0.30/tablet 

Sales & marketing cost ₱ 540/month + ₱ 0.75/tablet 

Paracetamol ₱ 1.25/tablet 

Potato starch ₱ 0.75/tablet 

Talc ₱ 0.50/tablet 

Magnesium stearate ₱ 0.50/tablet 

Potassium sorbate ₱ 0.25/tablet 

Packaging materials ₱ 1.00/tablet 

 

Based on the financial data from the production, marketing, and sales departments, the 

company is expecting a demand of 50 boxes of paracetamol for its first batch of production. It 

plans to sell each paracetamol tablet for ₱ 9.50. What should be the minimum number of 

paracetamol tablets that the company produces to break-even? 

If the company has a target net income of ₱ 5,800 for its first batch of production, what should 

be the minimum number of paracetamol tablets that should be produced? 
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Messy Beshy is a company that manufactures house cleaning products. 

Differential Analysis 

The company has been using an equipment that mixes their liquid formulations with a book 

value of ₱ 4,000,000 for 8 years. According to the manufacturer of the equipment, the mixing 

equipment is expected to have 14 years of useful life upon purchase. This unit could be sold 

for ₱ 350,000. The company is considering replacing this machine with a new one that costs 

₱ 6,000,000 to decrease the variable manufacturing costs from ₱ 380,000 to ₱ 230,000 

annually. 

Given the information, answer the following questions: 

1. Should the company replace their mixing equipment? 

2. Explain your decision in number 1. Use complete sentences. 
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Capital Investment Analysis 

Part A. The management is considering 2 proposals from different departments. Proposal A 

suggests investing in a new product line that will require the company to buy a machine 

worth ₱ 120,000 with a ₱ 35,000 residual value at the end of its useful life years. This proposal 

is estimated to yield a total income of ₱ 67,000 over three years. On the other hand, Proposal 

B will require the company to buy a machine worth ₱ 380,000 with no residual value. It is 

estimated to yield a total income ₱ 785,000 over six years.  

Based on the average rate of return of each proposal, answer the following questions: 

1. Which proposal should the company choose?  

2. Explain your decision in number 1. Use complete sentences. 

 

Part B. The company received another proposal with an estimated annual net cash flow of ₱ 

75,000 for 5 years. If approved, the proposal will cost the company ₱ 350,000. Assume a 

minimum rate of return of 8%. 

Given the information, answer the following questions: 

1. What is the net present value? 

2. Should the company proceed with the proposal?  
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Statement of Cash Flows 

The following balances are reported on Messy Beshy’s comparative balance sheets on 

December 31. 

MESSY BESHY COMPANY 

Comparative Balance Sheets (partial) 

December 31 

2019 2018 

Cash ₱ 840,000 ₱ 162,500 

Accounts Receivable 968,750 762,500 

Inventory 1,042,500 1,083,750 

Accounts payable 651,250 626,250 

The income statement for the year ended December 31, 2019, for Messy Beshy Company 

contains the following condensed information. 

MESSY BESHY COMPANY 

Income Statement 

For the year ended December 31, 2019 

Sales Revenue 8,228,750 

Operating expenses (excluding 

depreciation) 6,150,000 

Depreciation expense 1,100,000 7,250,000 

Income before tax 978,750 

Income tax expense 441,250 

Net Income 537,500 

The following additional information are given: 

1. Included in operating expenses is a ₱ 30,000 loss resulting from the sale of equipment

for ₱ 337,500 cash.

2. Equipment was purchased at a cost of ₱ 937,500.

3. Income tax expense of ₱ 441,250 represents the amount paid in 2019.

4. Dividends declared and paid in 2017 totaled ₱ 250,000.

Prepare the statement of cash flow for the year ended December 31, 2019. 
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