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Lesson 5
Cash Budgets and Performance Reports
In this lesson, students learn why it is essential for companies to prepare and analyze cash budgets. After learning about how and when cash budgets are prepared, students prepare a fictitious company's cash budget. They begin by locating and calculating the necessary information on the cash budget schedules. They then transfer this data to the cash budget and make the necessary calculations to complete it. 
Next, they learn how and why managerial accountants analyze performance reports, which show the difference between the budgeted amounts and the actual amounts received and spent in each budget item. Finally, they prepare a performance report based on the budgeted income statement and the actual results for the year and analyze it.
This lesson is expected to take 5 class periods.
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Lesson Framework
Learning Objectives
Each student will:
Describe the purpose and importance of a cash budget*
Demonstrate the ability to prepare a cash budget, with schedules of cash receipts and cash payments 
Demonstrate the ability to prepare a performance report
Demonstrate the ability to analyze a performance report*
*This is one of the 16 key learning objectives assessed by the NAFTrack Certification end-of-course exam for this course.
Academic Standards
The relevant Common Core State Standards are too extensive to list here but are essential for this lesson. For details, please refer to the separate document "Correlations to the Common Core Standards" (available in the Course Planning Tools section of the course materials).
Utilize accounting tools, strategies, and systems to plan, monitor, manage, and maintain the use of financial resources (Common Career Technical Core 2012, FN-ACT 2)
Process, evaluate, and disseminate financial information to assist business decision making (Common Career Technical Core 2012, FN-ACT 3)
Utilize mathematical concepts, skills, and problem-solving to obtain necessary information for decision making in the finance industry (Common Career Technical Core 2012, FN 1)
Interpret and create basic financial statements (McRel Business Education Standards 1999, Standard 3)
Analyze and interpret data using common statistical procedures, charts, and graphs (McRel Business Education Standards 1999, Standard 13)
Use basic mathematical operations to solve business problems (McRel Business Education Standards 1999, Standard 14)
Understand a variety of strategies used to make long-term and short-term management decisions (McRel Business Education Standards 1999, Standard 38)
Use planning and control principles to evaluate the performance of an organization and apply differential analysis and present-value concepts to make informed business decisions (NBEA National Standards for Business Education 2013, Accounting VI. Interpretation and Use of Data)
Assessment
	Assessment Product
	Means of Assessment

	Test on cash budgets and performance reports (Teacher Resource 5.7)
	Answer Key: Cash Budgets and Performance Reports Test (Teacher Resource 5.8)


Prerequisites
Principles of Accounting
Completion of Lesson 4 resources
Instructional Materials 
Teacher Resources
Teacher Resource 5.1, Presentation and Notes: Cash Budgets and Performance Reports (includes separate PowerPoint file)
Teacher Resource 5.2: Answer Key: Cash Budgets and Performance Reports Anticipation Guide
Teacher Resource 5.3, Modeling Templates: Cash Budgets and Performance Reports (separate Excel file)
Teacher Resource 5.4, Answer Keys: Preparing a Cash Budget and Schedules for Sami's Skateboards and Cooper's Kites Resources 
Teacher Resource 5.5: Answer Key: Preparing a Performance Report for Cooper's Kites Independent Practice
Teacher Resource 5.6, Answer Key: Analyzing the Performance Report for Cooper's Kites Partner Practice
Teacher Resource 5.7, Test: Cash Budgets and Performance Reports
Teacher Resource 5.8, Answer Key: Cash Budgets and Performance Reports Test
Teacher Resource 5.9, Key Vocabulary: Cash Budgets and Performance Reports
Student Resources
Student Resource 5.1, Anticipation Guide: Cash Budgets and Performance Reports
Student Resource 5.2, Reading: Cash Budgets and Performance Reports
Student Resource 5.3, Gathering Data: Preparing a Cash Budget and Schedules for Sami's Skateboards
Student Resource 5.4, Gathering Data: Preparing a Cash Budget and Schedules for Cooper's Kites
Student Resource 5.5, Independent Practice: Preparing a Performance Report for Cooper's Kites
Student Resource 5.6, Reading: Analyzing Performance Reports 
Student Resource 5.7, Partner Practice: Analyzing the Performance Report for Cooper's Kites
Equipment and Supplies
LCD projector and computer for PowerPoint presentation
Blackboard, whiteboard, or flip chart
Calculators, one for each student
Completed financial statements from Lesson 4
Accounting paper, available in Teacher Resource 1.4, Accounting Paper (separate Word file)
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Lesson Steps
	Step
	Min.
	Activity

	
	
	class period 1

	1
	10
	Think, Pair, Share: What's in a Grade?
This springboard activity aims to get students to think about financial statements as tools that managers can use to improve a company's performance.
Ask students to develop a one-word phrase describing what a B average means and write it in their notebook. (If your school uses another type of performance measurement, use that as an example.) Ask a few volunteers to read their phrases. Now ask students to pair up and respond to the following prompt:
Jervis has a C average, but he needs to bring it up to a B to get into a good college. His courses are Principles of Finance, English, Spanish, Science, and Algebra I. His guidance counselor has offered to get Jervis a tutor to help him in one of the subjects. Which course should Jervis get the tutor for?
Give students a minute or two to come up with answers, and then ask students to share them with the class. Responses should range across Jervis's five courses. Point out that an average grade, while indicative of overall performance, can't pinpoint where Jervis needs help. It's the same for companies; while bottom-line profit is a good indication of overall performance, it doesn't help to identify where a company needs to put more effort to become more successful. Firms may also measure performance in other ways by meeting or exceeding goals for stock price, revenue, credit rating, and so on. Cash budgets and performance reports are one way that managers identify the areas that need attention. In this lesson, students will learn how to prepare these statements and analyze them. Suppose a company sees that it is spending too much in labor to produce a particular product. In that case, it will focus its efforts in trying to reduce those costs—just as Jervis would ask for a tutor to help in a class where he's doing poorly rather than in a class where he's doing well.

	2
	10
	Anticipation Guide: Cash Budgets and Performance Reports
This activity allows students to predict cash budgets and performance reports based on their previous experiences and/or common sense. 
Refer students to Student Resource 5.1, Anticipation Guide: Cash Budgets and Performance Reports. Ask them to read each of the statements on the sheet, underline whether they agree or disagree with them, and write why. Explain to students that they will have a chance to get more information about each statement during a presentation in the next activity.

	3
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	30
	Presentation: Cash Budgets and Performance Reports
This activity gives students an overview of the purpose and process of cash budgeting. It will get them ready to prepare cash budgets on their own. It also develops students' listening and note-taking skills.
To prepare, make notes to guide class discussion using Teacher Resource 5.1, Presentation Notes: Cash Budgets and Performance Reports. Have Teacher Resource 5.1, Presentation: Cash Budgets and Performance Reports (separate PowerPoint file), ready to show as a full-screen slideshow using an LCD projector.
Instruct students to take notes during the presentation using your preferred note-taking method. They should keep in mind the statements from the anticipation guide.
Present the slideshow. Use the notes you prepared previously and pause whenever appropriate to encourage class discussion.
This presentation is duplicated as Student Resource 5.2, Reading: Cash Budgets and Performance Reports. Students can read the presentation, answer the discussion questions in their notebooks, and discuss their answers as a class. This student resource is also helpful for review.
After the presentation, ask students to fill out the third row for each statement on the anticipation guide with what they learned from the presentation. Have students form pairs or groups of three and share how their initial guesses were confirmed or contradicted by the presentation. Then invite pairs to share their findings with the class and clarify any misunderstandings using Teacher Resource 5.2, Answer Key: Cash Budgets and Performance Reports Anticipation Guide. You may want to gauge student understanding by assessing the anticipation guides on a credit/no-credit basis. 
Let students know that now that they have a context for cash budgets, they will learn how to prepare them during the next class period. 

	
	
	CLASS PERIOD 2

	4
	30
	Modeling and Guided Practice: Preparing a Cash Budget and Schedules
This activity aims to demonstrate cash budget preparation, along with how to complete schedules for cash receipts (sources) and cash payments (uses), gradually transitioning to student-generated responses and work. This approach will enable you to gauge student understanding during the modeling and make the transition to guided practice according to the pace at which the class picks it up. Effective modeling and guided practice will prepare students for the independent practice of preparing cash budgets and schedules. 
Ensure that all students have completed copies of the financial statements from Lesson 4 to refer to and pull data from as they work. Refer students to Student Resource 5.3, Gathering Data: Preparing a Cash Budget and Schedules for Sami's Skateboards, and explain that they will follow along with you as you model how to prepare a cash budget and schedules. Make sure students all have accounting paper to complete the activity along with you; if you wish, you can distribute the accounting paper, which can be found in Teacher Resource 1.4, Accounting Paper (separate Word file). Next, present sheet 1 of Teacher Resource 5.3, Modeling Templates: Cash Budgets and Performance Reports (separate Excel file). There are various options for presenting this resource to your students, depending upon your situation and preferences:
This file can be projected onto a whiteboard and entries made on the whiteboard with markers.
This file can be projected onto a screen from a computer and completed electronically within the application.
This file can be used with a SmartBoard.
Whichever method works best in your classroom, instruct students to complete it along with you on their cash budget accounting paper as you are modeling. Begin by modeling how to calculate the data on the cash receipts budget schedule according to the guidelines on the student resource, explaining how you arrive at each answer. Students should fill out the resource as they follow along with you. Continue modeling how to locate and calculate the appropriate information for the cash budget schedule and then the cash budget. Completed statements are included in Teacher Resource 5.4, Answer Keys: Preparing a Cash Budget and Schedules for Sami's Skateboards and Cooper's Kites Resources. 
After the first few entries, ask students to volunteer and explain the following few entries while their peers follow along. When it seems that the majority of the class understands how to proceed, have students complete the rest of the resource on their own while you circulate to help out and check for understanding as needed. If you wish, you can also have students work in pairs to check their answers as they go. 
Now that students understand the mechanics of cash budget and schedule preparation, they are ready to practice preparing them independently.

	5
	20
	Independent Practice: Preparing a Cash Budget and Schedules 
This activity aims to provide students with the opportunity to practice preparing a cash budget and cash receipts and cash payments schedules independently. This activity focuses on the following college and career skill:
Prioritizing and completing tasks without direct oversight
Tell students that now that they've worked on the cash budgets and schedules for Sami's Skateboards, they are ready to work independently to prepare cash budgets and schedules for a different business. Refer students to Student Resource 5.4, Gathering Data: Preparing a Cash Budget and Schedules for Cooper's Kites. Instruct the class to begin the process of preparing a cash budget and schedules. Make sure everyone has an accounting paper, which is available in Teacher Resource 1.4. 
Encourage students to work alone initially and then assist each other if needed, first preparing the schedules and then the cash budget. Tell them that they should ask for your assistance only as a last resort. Circulate through the classroom, helping as needed and watching for teachable moments, some of which can be shared with the whole class as appropriate.
Have students complete their statements for homework. Let them know that you will spend the first 20 minutes of the next class period reviewing their work and checking for understanding. 

	
	
	CLASS PERIOD 3

	6
	20
	Homework Review: Cash Budgets and Schedules
The purpose of this review activity is to ensure that students correctly understand how to prepare cash budgets and schedules.
Group students into triads and have them take out Student Resource 5.4, Gathering Data: Preparing a Cash Budget and Schedules for Cooper's Kites, along with the statements they began during the prior class period and completed for homework. Groups should compare their statements and explain to each other how they came up with the answers. Let students know that they should try to resolve discrepancies in their triads. After 10 minutes, have students come together as a class and answer any specific questions about the homework. Collect students' cash budgets and schedules and assess them using Teacher Resource 5.4, Answer Keys: Preparing a Cash Budget and Schedules for Sami's Skateboards and Cooper's Kites Resources.
Now that students understand cash budgets, they are ready to learn about performance reports and how companies prepare them.

	7
	30
	Independent Practice: Preparing Performance Reports 
In this activity, students return to calculating data for performance reports. 
Remind students that performance reports compare budgeted and actual data. Ask volunteers to surmise why that might be important. (Answers can include that a performance report can help companies identify a problem and move to correct it to improve results for the remainder of the year.)
Ask students to refer to Student Resource 5.5, Independent Practice: Preparing a Performance Report for Cooper's Kites. Explain to students that they should follow the guidelines on the resource to complete the performance report. 
Note: You may wish to remind students that they have already practiced these calculations for Sami's Skateboards' Comparative Income Statement in Lesson 4. The difference is that two years of actual results were compared for Sami's. In this lesson, budget and actual amounts are being compared. Refer students to Student Resource 4.4. Alternatively, you can guide students through the calculations and follow along with you as you model how to prepare a performance report. If you choose to model the activity, refer to Lesson Step 4 of Class Period 2. 
After the first few entries, ask students to volunteer and explain the following few entries while their peers follow along. When it seems that the majority of the class understands how to proceed, have students complete the rest of the resource on their own while you circulate to help out and check for understanding as needed. If you wish, you can also have students work in pairs to check their answers as they go. 
Ask students to complete the performance report for homework and bring it to the next class period, when they will learn about how to analyze them. 

	
	
	CLASS PERIOD 4

	8
	10
	Homework Review: Preparing Performance Reports
The purpose of this review activity is to ensure that students correctly understand how to prepare performance reports.
Group students into triads and have them take out Student Resource 5.5, Independent Practice: Preparing a Performance Report for Cooper's Kites. Groups should compare their statements and explain to each other how they came up with the answers. Let students know that they should try to resolve discrepancies in their triads. After a few minutes, have students come together as a class and answer any specific questions about the assignment. You may wish to collect the performance reports and assess them using Teacher Resource 5.5, Answer Key: Preparing a Performance Report for Cooper's Kites Independent Practice; however, students will need their work for a subsequent activity during this class period, so you should wait until the end of the period to collect the work.
Now that students understand how to prepare performance reports, they are ready to analyze the results.

	9
	15
	Reading: Analyzing Performance Reports
This activity gives students a context and purpose for how managers can use performance reports to improve company performance.
Have students look at Student Resource 5.6, Reading: Analyzing Performance Reports. Review the headings and any bold terms with students, and then ask them to consider how companies might analyze performance reports and what they might do with the information. As a pre-reading activity, ask students to pair up and answer the following prompt:
What might a company do if it finds it is performing better than expected?
Next, ask students to read Student Resource 5.6. When they are done, ask them to turn to their partner to discuss how their answer to the prompt has changed or expanded, and then report out as a class. If time permits, discuss Sami's Skateboards' budget variance report (Student Resource 4.10) with students. Tell them that they will have a chance to apply what they learned from the reading to Cooper's Kites' performance report in the next activity. 

	10
	15
	Paired Practice: Analyzing Performance Reports
This activity aims to practice analyzing performance reports; paired work will enable them to have another student's perspective as they work through the process. It focuses on the following college and career skills:
Locating, evaluating, and applying information
Prioritizing and completing tasks without direct oversight
Refer students to Student Resource 5.7, Partner Practice: Analyzing the Performance Report for Cooper's Kites. Tell them to continue to work with their partners to complete the resource. Remind them that they should refer to Student Resource 5.6. 
After 10 minutes, have the class come together to discuss pairs' findings. Ask volunteers to discuss their answers and the process. Clear up misunderstandings and answer any questions students have. If you wish, you can collect the resources for the assessment using Teacher Resource 5.6, Answer Key: Analyzing the Performance Report for Cooper's Kites Partner Practice.

	11
	10
	Q&A: Cash Budgets and Performance Reports Test Preparation
This activity aims to allow students to ask final clarifying questions about budgets, cash budgets, cash schedules, and preparing and analyzing performance reports.
Ask students to name all the statements they've prepared or analyzed in this lesson. As students name them, write each one on the board. Next, have students work in pairs to ask each other general and specific questions about the statements.
Let them know that the best way to prepare for the test for homework is to run through the processes and calculations of the work they've done on cash budgets and schedules and preparing and analyzing performance reports.

	
	
	class period 5

	12
	40
	Test: Cash Budgets and Performance Reports
This test allows students to apply their knowledge of and skill in completing cash budgets, cash schedules, and performance reports.
Tell students that today's test will focus on Fandangles. Advise them that they'll use financial information from Fandangles to prepare cash budgets and schedules and prepare and analyze a performance report. Hand out Teacher Resource 5.7, Test: Cash Budgets and Performance Reports, along with accounting paper.
Give students time to complete the test. When they finish, be sure to collect the tests as well as students' work.
Collect and grade the tests using Teacher Resource 5.8, Answer Key: Cash Budgets and Performance Reports Test.

	13
	10
	Paired Reflection: The Importance of Cash Budgets
In this reflective activity, students consider the consequences of not maintaining a cash budget. 
Ask students to consider why lack of cash flow is one of the major reasons businesses fail. Have them list what options are available to businesses that need cash. What are the pros and cons of each of the options? Then have them turn to a neighbor and share their thoughts.
Let students know that one way businesses protect themselves financially is controlling costs, which they will learn more about in the next lesson.  


Extensions
Content Enrichment
Have students research consumer credit and debt and present their findings. What is the effect of the use of credit cards to make up for cash shortfalls? Students should make recommendations about ways individuals can plan their budgets using concepts they learned in this lesson.
STEM Integration
Math: To understand the impact of currency exchange rates on budgeting, ask students to convert the figures in Cooper's Kites performance report into today's exchange rate for the currency of their choice. Then have them compare it with the average exchange rate for the year. Which conversion is more favorable? Why? How should companies doing business internationally budget to allot for the variance in exchange rates?
Additional Cross-Curricular Ideas
History: Ask students to choose a war that the United States has fought and write a paper addressing the following questions: What types of federal government budgeting issues might have occurred with this war? Why? How were these challenges (or how should they be) addressed?
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