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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Q1.i The Difference between capital and cash budget:

Capital budget is based on fixed assets which is a list of equipment that will be scrapped within the budget period as a replacement costs.

Cash budget this budget highlights the flow of cash throughout the year to identify when cash requirements may exceed the existing cash resources and can pinpoint when there is a cash shortfall and intern enables preplanning.

ii. What type of information is contained within the departmental budget of a company?

The departmental budget contains upcoming years information and gives a small piece of the company financial picture.

iii. Name key parts of the budget plan:

Budgets should contain:
· The story of historical context
· The numbers of past financial statements and reports, future reports of known projects.
· The statistics relevant to the company .i.e. returns defects etc. and financial ratios/percentages
· Indicators of how to know when a plan has been achieved and measurable targets.


Q.2. Define a budget and define its various types:
 
Budgets provide a means of measuring expected performance against actual performance of an organization and helps to pinpoint areas that have over performed and area that may require additional attention.

There are various types of budgets for various reasons .i.e. sales budget which is the basic starting point for additional budgets that maybe required like the sales expenses budget which is derived from the sales budget and its costs associated with the sales process.

The capital budget which a managers plan to acquire fixed assets such as furniture, computers etc listing that will be scrapped within the budget period as replacement costs.

The cash budget which highlights the flow of cash thorough out the year and can indicate when the budget is exceeded and used to plan future work to yield a greater return.

Labor budget which includes salaries, benefits, pension contributions etc and is a large part of the overall expenses.

Manufacturing budget that includes the cost of raw materials, direct labor and manufacturing overheads

Q.3. Discuss the 6 steps involved in the budgeting process.

The budgeting process consists of 6 steps as followed:
1. Gather the budget package which contains company budget goals, departmental strategic plan, performance indicators, past financial statements.
2. Lay the ground work which outlines a few key pieces of information .i.e. precision, control, and monitoring.
3. Identify goals and deliverables by being specific about what is needed, rewards when goals are achieved, periodic reviews and achieve able deadlines.
4. Gathering resources and sources of information to help with the budget process
5. Planning what needs to be done to achieve goals and budgets
6. Do it putting your budget into action and ensuring full control to reach your end goal within the planned budget.
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