If our numbers do not agree with your check figures, how do we find our error?

While a very systematic approach is helpful, there is no magic to this, and the process can be tedious and time consuming. What follows are general error checking procedures; these are not unique to, or targeted toward, any particular case or situation. Some errors are more or less "mechanical" [incorrect signs, transposed digits, incorrect powers of 10 [600 vs. 6000], getting two different items switched [e.g., getting the rent and the depreciation reversed]. Other errors are conceptual [failure to treat variable costs as variable, failure to link net income to retained earnings, incorrect handling of deprecation]. The steps below are things to look for which should prove useful; they are in no particular order of importance or likelihood of success. We all make mistakes differently, but many of these reflect mistakes I have made at one point or another. Others are problems I have observed in evaluating the work of hundreds of students over nearly 3 decades of teaching managerial accounting.

Finally, remember the major rule for doing this stuff: preparation of a comprehensive master budget requires systematic organization of seemingly vast amounts of data. Being very organized and systematic from the get-go may be the biggest error-eliminator of all. If you start out with a haphazard approach, I can guarantee that you will have less hair and higher blood pressure by the time you finally get the job done.
1) Read through the case again, carefully. Identify every single value that is important [directly or indirectly] in the outcome. Make absolutely sure that you have entered the values in your data worksheet. Check them off if necessary.

2)  Make sure that you have everything entered correctly in your data worksheet. This includes things like:

a. Are the "powers of 10" right [for example, is it $700 or $7,000? Is it 0.065% or is it 0.65%?]

b. Do I have the correct units of measure [dollars per week? Per month? Per hour? Per ton? If something is annual, have I treated as annual?

c. Do I have digits reversed? Is it $2,500 or $5,200?

d. Is there anything I have inadvertently entered twice [or accounted for twice]?

3) Have I used all the values I entered? Entering something in the data worksheet does not guarantee that you will remember to account for it in the income statement or the cash budget. Go down the list of "basic data," using the Use the Tools, Formula auditing, Trace dependents capability to check that everything is used somewhere [and used in the correct location].

4) Have I treated individual items correctly? Are the items in the correct month[s]? Are cash items in the cash budget? Have I erroneously entered non-cash items [depreciation, amortization] in the cash budget?

5) Have I handled those things that impact the income statement correctly? Are they in the correct month[s]? Check for accruals if there are any. 

6) Have I included interest in the cash budget and the income statement with the correct lag between expense recognition [income statement] and cash impact [cash budget]?

7) Have I included borrowing and/or repayment of debt in the cash budget? Remember that borrowing and repayment of debt DO NOT show up on the income statement, so check that, too.

8) Have I been consistent in the handling of payment or cash receipts cycles [e.g., a

55% this month, 45% next month] split in payments for certain expenses, for example.

9) Do I have the ratios for cost of goods sold and gross margin correct [some students. find it easy to get them reversed]. Ditto with the variable cost and contribution margin ratios.
10) Do I have the correct linkage between aggregate net income on the income statement and retained earnings on the balance sheet?

11) Have I recognized any increment in accumulated depreciation on the balance sheet, and having done that, have I arrived at the correct balance sheet amount for net fixed assets. I have seen cases where someone entered the accumulated depreciation as a negative number, and then subtracted that amount from the initial cost of the assets. The result of course would be the exact opposite of what you want.

12) Have I correctly analyzed the cash inflows from sales [or outflows for expenses or purchases]? I have given you ways to model those things which include error checks and checks for consistency. I really do NOT care whether you do it my way or not. However, I can tell you that if you do opt for my way, your chances of errors will be reduced. If you decide you prefer an alternative strategy, be sure to build in the necessary checks and controls so that results are consistent.

13) Have I accounted for all the cash received that should have been received? 

14) Have I accounted for all the cash expended that should have been expended? [Grouping like items on the data worksheet may be useful here.]
15) If your balance sheet does not balance, check the math and signs. Do you have the correct ranges in =SUM( ) formulas? Also, see note 11, above re: depreciation. Have you carried forward the correct receivables and payables from the cash flow calculations? Did you incorporate any receivables or payables on the opening balance sheet in your cash flow analyses?

16) Have you treated expenditures for fixed assets correctly? Have you differentiated between one-time start up items and recurring expenses?

17) Remember that "investment" is the capital [cash] that the entrepreneurs invest in the business. They then use that cash to buy assets and pay for expenses. Buying assets merely rearranges the numbers on the balance sheet. Recognizing revenue or expenses transfers items to the income statement. Check to be sure that you have all the balance sheet-income statement relationships correct.

There are probably others things to check. This list is not intended to be exhaustive [although you may feel exhausted after going through all of these]. However, from my experience in making my own errors, working through these possibilities systematically will probably find a major proportion of the errors you might make.

