[image: BOLC_Logo]                                                                  
   Assignment Cover Sheet





	Student Name:
	DORSAF SBOUI

	Student Number:
	10562

	Course:
	DIPLOMA IN ACCOUNTING AND FINANCE LEVEL 4

	Assignment NO:
	9



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. 
	1. 
The budget can be understood as a quantitative plan that acts as an estimate of future operation. Based on the Capacity, there are two types of budgets prepared in cost accounting, namely, fixed budget and flexible budget. 
Fixed Budget is a budget that remains constant, irrespective of the levels of activity, the budget is created for a standard volume of production. On the contrary,
Flexible Budget can be understood as the budget created for different production levels or capacity utilization, it changes in accordance with the activity level. While fixed budget operates in only production level and under only one set of  condition, flexible budget comprises of several budgets and works in different conditions.

Fixed budgets are preferred in government departments because a fixed budget allows a business to measure both short-term and long-term budgets. The fixed budget allocates a set amount of money towards essentials such as overhead costs. Any money left over at the end of the month (or any other period you review your budget) is your profit. This may seem simple and straightforward but bears mentioning, since you cannot accurately measure profits without a budget. Further, the fixed budget makes profit measurement easier, since you allocate the same amount of money towards necessities on a regular basis. Profit measurement becomes more difficult if the budget constantly fluctuates.

A fixed budget allows you to prepare for expenses in advance. It works well for those on a limited budget. A fixed budget means your expense categories and income will not change from month to month. Many people on a fixed budget get the same amount of money each month because they work on salary or they are withdrawing a set amount from retirement accounts.


Budgeting efficiency. Flexible budgeting can be used to more easily update a budget for which revenue or other activity figures have not yet been finalized. Under this approach, managers give their approval for all fixed expenses, as well as variable expenses as a proportion of revenues or other activity measures.

2. 
Zero-based budgeting (ZBB) is a method of budgeting in which all expenses must be justified for each new period. Zero-based budgeting starts from a "zero base," and every function within an organization is analyzed for its needs and costs. Budgets are then built around what is needed for the upcoming period, regardless of whether the budget is higher or lower than the previous one.
 There are a few different steps in zero-based budgeting to keep in mind. The process of zero-based budgeting follows the same basic steps:
1. * Identify business goals
2. * Develop and analyze new ways to achieve goals
3. * Discover new ways to fund business processes
4. * Prioritize funds
By following these zero-based budgeting steps, you will determine what expenses go toward achieving business goals that directly benefit your company. Then, you can find new ways to spend.
Unlike traditional budgeting, zero-based budgeting does not look at budgets made in prior years. Traditional budgeting looks at prior-year budgets and adjusts based on the information in those budgets. For example, if you hire one new employee, you would increase your budget since you would add new wages to your payroll expenses.
Zero-based budgeting is more time-consuming than the traditional approach because you need to start from scratch and strategize where your expenses can be cut. You need to know where every dollar is going to implement zero-based budgeting.
Both zero-based and traditional budgeting are important in creating departmental budgets. If you have managers of different departments, you might allocate funds to them for the year. With traditional budgeting, managers are encouraged to spend their allowance so they don’t lose it. Zero-based budgeting is a little more frugal, and you might not see unnecessary spending, since every expense is accounted for.
3.



A budget is a statement of financial resources that have been allocated for the conduct of particular activities for a three-, six- or 12-month time frame. Comparing budgets with actual operational results is referred to as budgetary control. Such budgetary control helps planning, coordination between departments, decision-making, monitoring of operating results and motivation of personnel to achieve business objectives. The principle is the same for small businesses as well as large.

Planning, communication, responsibility, appraisal, monitoring, motivation, resource and allocation.

Finance is the backbone of an organisation, therefore, financial planning and management is of the utmost importance. A budget is a quantitative projection of the organization’s future financial plans such as the level of activity, expenses and revenues. A budget also acts like a source of identifying operational problems and inefficiencies and correcting them.  The Budget Controller has the prime responsibility of preparing the budget and a Budget Committee assists him/her. The Budget Committee usually comprises heads of various departments, such as, Sales, personnel, Production, Finance, and Purchase, etc. These Heads of Departments are responsible for the preparation and implementation of their respective department’s budget.  The Sales Budget is prepared before any other budget and the estimates provided in the sales budget, along with production capacity, form the basis of the Production Budget. Production budget contains cost estimates associated with the production process. The Master Budget is finally prepared by combining all departments’ budgets. The budget can be reviewed and revised from time to time, depending on changing circumstances  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