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Executive Summary
The purpose of this report is to analyse……..
DO THIS SECTION LAST!!!!!!
NOT INCLUDED IN WORD COUNT – this section should be around ¾ of a page in length for a 3500 word report.  
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Introduction

This report will discuss financial problems and possible solutions based on stock budget, cash budget and a budgeted Profit and Loss Account calculations for Blue Thread Ltd, a chain store owning 10 shops selling first-class apparel. The company has an overdraft of £25,000 which should be terminated in six months at the bank’s request. As a result, the senior management has decided to assess their business plans for the coming half year and to make constructive changes to improve sales, cut or spread costs where feasible.
In addition, it will negotiate the essential elements of successful budgeting such as explicit business objectives, executive aid, precise forecasting, flexibility or employee engagement…
The report will further assess issues on traditional budgeting including rigidity and time consumption of the method as well as its motivation for budget padding and limited focus on cutting expenses instead of growth…















Main Findings

Stock and cash budget calculations

Table 1. The stock budget for the six months to 30 November is:
	June	July	Aug	Sept	Oct	Nov
	£000	£000	£000	£000	£000	£000
Opening balance	90 	110 	134 	187.5 	204.5 	255 
Stock purchased	150 	180  	190 	160 	200 	210 
	240 	290  	324 	347.5 	404.5 	465 
						
Cost of Stock sold						
(65% of sales)	(130)	(156)	(136.5)	(143)	(149.5)	(162.5)
Therefore, Closing stock	110   	134   	187.5     	204.5 	255 	302.5 



Table 2. The cash budget for the period to 30 November is:
	June	July	Aug	Sept	Oct	Nov
	£000	£000	£000	£000	£000	£000
Cash receipts 	Sales net of 0.3 x 3% 		198 		238 		208 		218 		228 		248 	
Cash payments	Administration  	(17)	(18)	(19)	(20)	(21)	(22)
Stock purchased  	(170)	(150)	(180)	(190)	(160)	(200)
Repayments of loan  	(4)	(4)	(4)	(4)	(4)	(4)
Selling expenses  	(5)	(6)	(7)	(8)	(9)	(6)
Taxation paid	-	-	(15)	-	-	-
Interest payments	(1)	(1)	(1)	(1)	(1)	(1)
Shop refurbishment	  (12)       	  (10)	 (14)	       -    	       -	       -
Cash surplus (deficit)	(11) 	49 	(32) 	(5) 	 33	15 
Opening balance	(25) 	(36) 	13 	(19) 	(24) 	9 
Closing balance	(36) 	13 	(19) 	(24) 	9 	24 






Budgeted Profit and Loss Account

Table 3. The (accruals-based) budgeted Profit & Loss Account for the six months ending 30 November is:
	£000	Calculation
Sales 	1,350 	 200+240+210+220+230+250
Cost of goods sold	(877.5)	therefore 1,350 x 65% 
Gross profit	472.5 	30% x 1,350                                       
Selling expenses	(41)	5+6+7+8+9+6
Admin Expenses	(153)	23+24+25+26+27+28
Credit card charges	 (12.15)	1,350 x 30% x 3%                                        
Operating profit	266.35 	427.5-41-153-12.15
Interest payable	   (6)	6 months x 4,000 x 25%
Profit for the period	260 	


Discussion of calculations
A stock budget was calculated for six months between 1 June and 30 November for Blue Thread Ltd upon request of the company’s senior management…


Key elements for effective budgeting
Clear and obvious business target…

Traditional budgeting
Problems…




Conclusion
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