Key Terms Introduced or Emphasized in Chapter 22

budget  A plan or forecast for a future period expressed in quantitative terms. Establishes objectives and aids in evaluating subsequent performance.

continuous budgeting  A technique of extending the budget period by one month as each month passes. Therefore, the budget always covers the upcoming 12 months.

flexible budget  A budget that can readily be revised to reflect budgeted amounts given the actual levels of activity (sales and production) achieved during the period. Makes use of cost‑volume‑profit relationships to restate the master budget for the achieved level of activity.

master budget  An overall financial and operating plan, including budgets for all aspects of business operations and for all responsibility centers.

operating cycle  The average time required for the cash invested in inventories to be converted into the cash ultimately collected on sales made to customers.

performance report  A schedule comparing the actual and budgeted performance of a particular responsibility center.

responsibility budget  A portion of the master budget showing the budgeted performance of a particular responsibility center within the organization.

