Budget & Cost Control

Pre Course Assessment

Name: _______________________________________________

Directions: Please circle the correct answer

1) Which of the following is not a feature of a successful budget setting process?

a. The degree to which top management accepts the budget program as a vital part of the company's activities
b. The way in which top management uses budgeted data
c. That the budget is used as a powerful tool to exert pressure on staff to achieve efficiencies d.Managers with cost control responsibilities actively participate in preparing their own budgets.                                                                                                                                                                                                                                                                                                            

2) Which of these statements is false? Choose one. 

a. A stretch level budget is one that has only a small chance of being met and in fact may be met less than half the time by even the most capable managers
b. A highly achievable budget is one that is challenging, but which can be met through hard work
c. Highly achievable budgets are believed to build a manager's confidence and to generate commitment to the budget program
d. Managers usually prefer stretch level budgets

3) Which of the following is false? Choose one.

a. A budget committee will usually be responsible for overall policy matters relating to the budget program and for coordinating the preparation of the budget itself
b. Difficulties and disputes between segments of the organisation in matters relating to the budget are not resolved by the budget committee as they are deemed to not be independent. This is normally down to the board of directors to deal with.
c. Running a successful budgeting program that avoids interoffice battles requires considerable interpersonal skills in addition to purely technical skills 
d. The participative approach to preparing budgets is particularly important if the budget is to be used to control and evaluate a manager's performance

4) Which of the following is true. Choose one.

a. The budgeted income statement is the first budget to be produced and the rest flow from this
b. The production budget is prepared before the direct materials budget
c. The direct labour budget is prepared before the production budget
d. Budgets are100% accurate scientific tools that must balance and therefore contain no significant estimates

5) Which of the following is true? Choose one.

a. The master budget is a summary of the company's plans that sets specific targets for sales, production, distribution and financing activities
b. All the individual budgets are independent of each other
c. The sales budget is normally generated after the production budget
d. As cash is important to the going concern status of a business this is normally the first budget that is created

6) A materials budget is being prepared. 10,000 Kgs is required to meet the production schedule, the desired ending inventory is 2,000 Kgs and it is determined that 9,500 Kgs must be purchased. What is the beginning inventory of raw materials in Kgs?

a. 2,000
b. 2,500
c. 3,000
d. 14,500

7) Which of the following is false? Choose one.

a. The direct labour budget is developed from the production budget

b. The Cash budget is a detailed report showing how cash resources have been acquired and used over the previous year
 c. The manufacturing overhead budget provides a schedule for all costs of production other than direct materials and direct labour 
d. The carrying cost of unsold units is calculated on the ending inventory finished goods budget.

8) Which of the following is false about Zero-based budgeting? Choose one.

a. It requires the same levels of documentation as incremental budgeting 
b. In zero-based budgeting, every line item of the budget must be approved, rather than only changes 
c. Zero-based budgeting is particular popular in the government and not for profit sectors
d. It detects inflated budgets

9) Which of the following is not one of the recommended “best practices” when setting budgets? Choose one.

a. Involving more people in deciding where resources should be placed
b. Ensuring that the budget numbers are both realistic and achievable
c. Restrict the budget to areas that a department actually controls
d. Increase the level of detail

10) Which of the following is false? Choose one.

a. A continuous budget is a process which ensures that as actual results come in, changes can be made to resources to put the organisation back on track.
b. With specific budget software the system is able to track users as to what information is required from them and by when
c. Due to problems with spreadsheets it is estimated that 25% of finance staff time is spent in collecting and validating data, rather than analysing and planning
d. To get around ‘game playing’, the budget should be split into two parts, those costs and revenues affected by some kind of driver such as volume and those that are fixed such as overheads
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