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Lecturer 

CBAT,Kushtia.

Subject: ACT 613 (Management Accounting)

Class Lecture 8: Budgetary Control

For this topic we will follow the Chapter 9 (profit planning) from the textbook.

Topics to be discussed:

1.  Recap of Budget

2. The master budget interrelationships

3. The problems related with budgeting from the textbook

The master budget interrelationships:


The master budget consists of a number of separate but independent budgets. The following exhibit shows an overview of the various parts of the master budget and how they are related.




The cash Budget:


A cash budget is a detailed plan showing how cash resources will be acquired and used over some specified time period.


The cash budget is composed of four major sections:


1.   The receipts section

1. The disbursement section

2. The cash excess or deficiency section

3. The financing section

The receipt section consists of a listing of all the cash inflows, except for financing, expected during the budgeted period. Generally the major source of receipts will be from sales.


The disbursement section consists of all cash payments that are planned for the budget period. These payments includes raw materials purchase, direct labor payments, manufacturing overhead payments, etc. In addition, other cash disbursements such as equipment purchase, dividends, cash withdrawals by the owners.


The cash excess or deficiency section is computed as follows:

	Particulars
	Tk

	Cash balances, beginning

Add: receipts

          Total cash available before financing 

Less: disbursements

Excess (deficiency) of cash available over disbursements
	Xxx

Xxx

Xxx

Xxx

xxx


If there is a cash deficiency during any budget period, the company will need to borrow funds. If there is a cash excess during any budget period, funds borrowed in previous periods can be repaid or the idle funds can be placed in short term or other investments.

The financing section provides a detailed account of the borrowings and repayments projected to take place during the budget period. It also includes a detail of interest payments that will be due on money borrowed.

Textbook:

· The students are requested to see the schedule 8 (page no 398) from the textbook regarding the Cash budget.

The Budgeted Income Statement:


A budgeted income statement shows company’s planned profit for the upcoming budget period, and it stands as a bench mark against which subsequent company performance can be measured.


A budget income statement can be prepared from the data developed in schedules 1-8. The budgeted income statement is one of the key schedules in the budget process

Textbook:
· . The students are requested to see the schedule 9 (page no 399) from the textbook regarding the Budgeted Income Statement.

The Budgeted balance sheet:


The budgeted balance sheet is developed by beginning with the current balance sheet and adjusting it for the data contained in other budgets.


In the textbook problem the budgeted balance sheet is presented in schedule 10. Some of the data on the budgeted balance sheet have been taken from the company’s end of year balance sheet f previous period.

Textbook:


· The students are requested to see the schedule 10 (page no 400) from the textbook regarding the Budgeted balance sheet.

Note that the previous years balance sheet figures (Balance sheet of December 31,1999) are also considered.

Textbook:

· Students are requested to go through the Review problem: Budget schedules of page no 404 from the textbook. For any confusion consult with your course teacher.


Key questions to review this chapter:


1.What is a budget? What is budgetary control?


2.What are the major benefits to be gained from budgeting?


3.What is a master budget? Briefly describe its contents.


4.Why is the sales forecast the starting point in budget?

5. “The principal purpose of the cash budget is to see how much cash the company will have in the bank at the end of the year”-Do you agree? Explain.


Students are requested to practice the following exercises from the textbook:


8.  Page no. 415 (E9-1, E9-2)

9.  Page no 416(E 9-4, E9-5)

10. Page no 424 (P 9-18)

Now based on the review problems and the exercises students are requested to solve as many problems as you could.

Note: Please read the textbook carefully. Good luck.












































































Exhibit: The master budget interrelationships





Sales Budget





Ending inventory budget





Production budget





Selling and administrative expense budget





Direct materials budget





Direct labor budget





Manufacturing overhead budget





Cash budget





Budgeted income statement





Budgeted Balance sheet











