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	Teacher Resource 3.1
	Presentation and Notes: Budgeting (includes separate PowerPoint file) 

	Teacher Resource 3.2
	Assessment Criteria: Budget Poster

	Teacher Resource 3.3
	Key Vocabulary: Budget Planning


Teacher Resource 3.1
Presentation Notes: Budgeting
Before you show this presentation, use the text accompanying each slide to develop presentation notes. Writing the notes yourself enables you to approach the subject matter in a way that is comfortable to you and engaging for your students. Make this presentation as interactive as possible by frequently stopping to ask questions and encourage class discussion.  
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A critical focus of managerial accounting is budgeting. A budget is a tool that helps a company plan its financial operations. Managerial accountants consider many aspects of a company’s financial picture to make recommendations about budgeting. According to the company goals, they aim to help the organization put its money where it can be used best.

	Presentation notes
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A budget is a written financial plan for a business over a specific period, usually a year. It is also broken down into shorter periods to allow for constant comparison with actual activity to keep on top of performance and make changes when necessary. The budget allocates the amount of money that a company plans to spend on a particular activity or resource and the amount of revenue it needs to earn. Each department in a business has its budget, and all departments’ budgets are put together to make one master budget for the business. The budget is the plan the business works to follow to achieve financial goals and success. 
When working on budgets, businesses need to answer the following questions:
· How much can we sell next year and how much will we charge?
· How much will it cost to produce our product?
· Do we need to change our production process?
· How much are our operating expenses?
· Do we need to hire employees? How many, and how much will we pay them?
· How much payroll tax and unemployment tax will we pay?
· How much money do we need to borrow, and how much will our payments be?
· Do we need to purchase additional equipment?
· Are there any economic factors that might impact our business over this budgetary period?

	Presentation notes
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When it comes to budgeting, teams look to many sources for their budgeting information. Budget planners gather internal information, including financial records and departmental plans. Gathering budget information from many sources in the company helps make the budget realistic. Another advantage of getting budgeting information from employees is that it’s more likely that the staff in each department will be committed to the budget if they have a say in its development.
Companies must also look at the external influences on their budget. These include regional and international economic conditions that may affect them, such as a recession. Depending on the type of firm, other external influences on a company’s budget may include strikes, changes in the cost of supplies or product development, changes in consumer buying habits, and other business conditions. Regardless of the information they uncover, successful budget teams always consider data carefully to create successful operational plans.

	Presentation notes
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Budgeting teams meet and follow these steps when creating a budget:
First, they analyze previous years’ income statements and balance sheets to identify critical financial trends and surmise their impact. For instance, the managers of a chewing gum company may find that because of an increase in the price of wintergreen flavoring compound, their cost to produce the gum has increased. As they work on the budget, they will be deciding how to deal with this. Perhaps they want to discontinue the wintergreen flavor, increase its price, or simply pay more for the flavoring, reducing profits. All of these decisions affect the company’s bottom line: profits. 
Once managers have analyzed the numbers, they set goals for the business. Often these budgetary goals are very specific, such as increasing operating profits by 2% or decreasing liabilities by 4.5%. Managers contribute their expertise, and the team considers current economic conditions and other factors before they finalize the budget. They then develop an operational plan, a statement of how the business plans to meet these goals. This helps them project the budget’s impact on their future sales, costs, and profitability. 
Finally, they monitor the plan weekly or monthly to evaluate whether the company is on track or if modifications to the budget need to be made.

	Presentation notes
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Budgeting allows managers to understand how much money their departments need to achieve their goals. It also gives them a chance to coordinate with other managers to make sure they make the proper purchasing, marketing, manufacturing, and other decisions in the correct order. Managers use budgets to forecast their sales, costs, and expenses of the future. 
Budgeting also allows managers to check how effective their plans and processes are and what resources they will need in the future. It provides both authority to managers because it allows them to spend money according to the budget and responsibility. After all, their performances are usually evaluated by how they met, or did not meet, the goals outlined in the budget. 

	Presentation notes
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Budgeting means making carefully thought-through decisions. Without a plan, a company cannot expect to reach its goals or become profitable. Budgets help identify where resources should and should not be spent according to the company’s goals. When all parties in a company know its goals and have an operational plan to help them achieve those goals, they are using a budget as it is intended. By analyzing the actual results of the budget every year, a firm can be more successful in achieving its goals.

	Presentation notes


Teacher Resource 3.2
Assessment Criteria: Budget Poster
Student Name:______________________________________________________________
Date:_______________________________________________________________________
Using the following criteria, assess whether the student met each one.
	
	
	Met
	Partially Met
	Didn’t Meet

	The poster addresses the target audience, namely the clients of the Small Business Association.
	
	□
	□
	□

	The design of the poster fits the topic of the assignment to promote the message.
	
	□
	□
	□

	The poster communicates the message to the target audience.
	
	□
	□
	□

	The poster is well organized and uses proper spelling and grammar.
	
	□
	□
	□



Additional Comments:
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
Teacher Resource 3.3
Key Vocabulary: Budget Planning
	Term
	Definition

	budget 
	The written financial plan for a business, including estimated income and expenses for a given time period, usually spanning a year.

	budget process
	The six steps companies complete when making a budget: analyzing previous years’ data; locating budget information; setting goals for the next fiscal year; developing a plan to meet the goals; forecasting the effects of the budget decisions; and monitoring, evaluating, and updating the budget as needed.

	contingency plan
	A plan or procedure to follow in case an existing plan or procedure fails. 

	forecasting 
	Predicting the sales of goods or services based on historical data gathered from financial statements. 

	income statement
	A financial document that shows a company’s revenues, expenses, and net income over a specific period of time. Also referred to as a profit and loss statement, P&L, or statement of earnings. 
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Steps in the budgeting process
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* Analyze previous years’ financial records for trends.

* Collect budget information.

* Set goals for the next
fiscal year.

¢ Develop an operational plan.

* Forecast the effects of the
budget decisions.

* Monitor, evaluate, and
update the budget during
the fiscal year.

How are budgeting and forecasting related?
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Budgeting helps companies in many ways
B

¢ Communication between
management, employees,
and departments

¢ Coordination of resources
and schedules

* Planning to meet goals
and forecasting

¢ Evaluation: comparing the
budget with performance
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Budgeting is essential for success
B

* Contributes to profitability

* Eliminates wasteful
spending

* Keeps alignment with
goals

Il SOLUTIONS ™"

* Provides benchmarks
for comparison

Should employee salaries be based on meeting budget goals?
Why or why not?
T
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A budget is a company’s financial plan
B

* A budget covers a specific period of time.
* Each department has its own budget.

¢ All departments’ budgets are
put together to make a
master budget.

* The budget is the plan the
business uses to achieve
financial success.

How can budgeting benefit companies, large or small?
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Budgeting information comes from many sources
B

INTERNAL: EXTERNAL:

* Historical financial * Economic data
records and patterns * Strikes at related

* Expected price changes industries

* Sales promotion plans * Price of commodities,

* Market research studies goods, fuel

* Cost of product * Changes in consumer
development buying habits

* Product sales/costs

Why should companies include employees in the
budgeting process?
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