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Contents

• Master Budget – Financial Statements (Budgeted Balance Sheet,

Budgeted Income Statement, Cash Budget)



Learning Objectives

• Prepare Projected Financial Statements (Budgeted Balance Sheet,

Budgeted Income Statement, Cash Budget)



Cash Budget

• Plan of future cash receipt and payment

• Show the estimated cash inflow and cash outflow

• Helpful tool in cash management

• Help to avoid unnecessary idle cash balance

• Help to eliminate unneeded expensive borrowing



Cash Budget (Contd.)

Section 1 Receipt section

Section 2 Disbursement section

Section 3 Cash surplus or Deficit section

Section 4 Financing section





Budgeted Income Statement

• Computed after the completion of all of the preceding budgets

• Budgeted net income from normal operation is ascertained

• Summarizes all the budgets

• Projections of revenue and expenses for the budgeted period

• Overall projected profit or loss position of budgeted period

• Planning and control of the profits of the business

• Investigation of possible causes of variances.



Budgeted Income Statement



Budgeted Balance Sheet

• Final step in budgeting

• Represents the expected financial position at a particular date

• Discloses unfavorable financial conditions

• Check on the mathematical accuracy of all other budgets

• Compute of various ratios to check the consistency

• Highlights future resources and obligations

• Provide overall financial position of the budgeted period

• management may take necessary action to improve it

• Investigate on budgeted return on capital employed





Cost of Good Sold Budget

• Production cost = Direct Materials + Direct Labour

+ Variable Manufacturing overhead

Provide information for:

• Pre-determined production unit rate

• Inventory valuation for budgeted period

• Value of cost of sales prior to preparation of income statement





Account Receivable Budget

• Credit sales and amount collection from the customers

• Useful to control over the credit sales

Purposes:

• to control credit sales

• to develop credit sales strategy

• to develop credit sales collection strategy for budgeted period

• ageing analysis of debtors

• provides details of discount on credit sale, bad debts and credit

sales return



Account Receivable Budget



Account Payable Budget

• Credit purchases and amount payment to credit purchases

• Useful to strength the credit purchase activities

Purposes:

• to strengthen the credit purchase activities

• helpful to meet short term financing

• to arrange necessary funds to pay creditors

• discount provided by creditors and credit purchase return



Account Payable Budget
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