4. Finance
[bookmark: _Hlk102227724]Worksheet 14: Tracking and controlling revenue and expenditure (tutor)
[bookmark: _Hlk102228093][bookmark: _Hlk100744988]Describe the main purpose of tracking and controlling revenue and expenditure in a business.
It is to ensure that a business’s expenses do not cost more than it makes in sales.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the purpose of tracking and controlling revenue and expenses.

[bookmark: _Hlk100915744]Explain a potential operational risk of not tracking and controlling revenue and expenditure in a business.
One explanation needed – not all three.
There is potential for mismanagement if department revenues and expenditures are allowed to lag behind and not be completed in the required time because the business is operating on incorrect information.
Technical failure/breakdowns could be caused because the parts may not be ordered if the business thinks it doesn’t have enough sales revenues coming in to pay for repairs/maintenance.
The business could be subject to fraud due to lack of controls because the money going in and out is not being monitored correctly and someone could be stealing from the business.
Accept any reasonable, developed response that demonstrates knowledge and understanding of potential operational risks of not tracking and controlling revenue and expenditure.

[bookmark: _Hlk102228397][bookmark: _Hlk102386067]Describe, the legal risks of poor financial management control to a business.
Legal risks include loss of reputation and financial loss because the business or its officers could be prosecuted or sold.
Accept any reasonable, developed response that demonstrates knowledge and understanding of potential legal risks of poor financial management control.

[bookmark: _Hlk100741670]Explain what is meant by the financial term ‘credit risk’ in business accounting.
A credit risk is when two parties trust each other to either supply or pay for goods and one party fails to keep their side of the agreement.
Accept any reasonable, developed response that demonstrates knowledge and understanding of what is meant by credit risk in accounting terms.

[bookmark: _Hlk102386631][bookmark: _Hlk101444303][bookmark: _Hlk100741992]Describe what the variance means in expenditure budget control.
Variance is the difference between the amount budget for spend in the forecasted compared to the actual amount spent, it can be a positive or negative figure.
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Accept any reasonable, developed response that demonstrates knowledge and understanding of what is meant by variance in budget control.
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[bookmark: _Hlk102229287][bookmark: _Hlk102386856][bookmark: _Hlk101627864]Explain what is expected from managers who set a forecast budget.
Managers are expected to consider future goals and set a budget that supports the achievement of those goals.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the demands of budget forecasting has on the managers.

[bookmark: _Hlk102387045]Describe what is meant by a cost centre in a budget control process.
Cost centre budgets only deal with money spent on business expenses & only monitor whether the spend is within budget or not, it is not applied to any sales revenues. 
Accept any reasonable, developed response that demonstrates knowledge and understanding of the term cost centre.

Explain the role of the Budget Committee when monitoring the KPIs of each budget
The Budget Committee will challenge the budget owners to demonstrate how they are achieving the KPIs of their budget and if not achieving, what they plan to do about it. 
Accept any reasonable, developed response that demonstrates knowledge and understanding of the role of the Budget Committee in monitoring KPIs.

Describe the main purpose of the Budget Handbook
The Budget Handbooks sets out the exact budgeting procedure everyone in the organisation must follow. 
Accept any reasonable, developed response that demonstrates knowledge and understanding of the purpose of the Budget Handbook.
 
[bookmark: _Hlk102229927]Explain, what measurable variables would be used to present a realist forecast in the sales budget.
The sales budget would be presented in sales targets by the number of units to be sold and the monetary value of the unit targets.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the measures used in sales budgets.
[bookmark: _Hlk102230197][bookmark: _Hlk101628539]Explain what is meant by a spend authorisation process. 
It is when an organisation sets up a formal purchase order system that requires different levels of sign off at certain levels of spending to control what is bought by the business and aim for better value for money. 
Accept any reasonable, developed response that demonstrates knowledge and understanding of the meaning of a spend authorisation process.

[bookmark: _Hlk101628715]Explain the main purpose of auditing revenues and expenditure 
Audits are set up to check and cross reference all the transaction and documentation to ensure everyone is recording accurately to prevent loss from human error or theft.
Accept any reasonable, developed response that demonstrates knowledge and understanding of the main purpose of auditing revenues and expenses.
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