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Executive Summary

This report evaluates the budgeting system and financial position of Silver Stitch Ltd over a six-month period. The company began the period with a bank overdraft and aimed to eliminate it by the end of December. Budget calculations show that while the company is forecast to generate a strong accounting profit, it faces challenges related to inventory growth, short-term cash flow pressure, and rigid planning practices. 
The stock budget reveals that inventory levels increase significantly during the period, suggesting over-purchasing and inefficient working capital management. The cash budget highlights that profitability does not immediately translate into positive cash flow, particularly in the early months. These findings indicate weaknesses in liquidity planning and coordination between operational and financial decisions. 
The report recommends that management improve inventory control, strengthen rolling cash flow forecasting and adopt more flexible budgeting techniques. It also emphasises the importance of leadership commitment, employee participation, and behavioural awareness in ensuring successful budgetary control. 
Finally, the report critically evaluates traditional budgeting methods and concludes that while they provide structure and financial discipline, they may lack the flexibility required in fast-changing business environments. More adaptive and strategically aligned budgeting approaches are therefore necessary to support long-term organisational resilience. 
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[bookmark: _Toc224573873]Introduction
[bookmark: OLE_LINK5]Traditional budgeting has been one of management’s principal tools for planning, controlling, and evaluating the financial performance of the organisation. For many decades, annual budgets have been used to set targets, allocate resources, and measure the results of the organisation. The increasing uncertainty and competition in the business environment, the rapid technological changes, volatile economic conditions, and changing consumer behaviour in the last couple of decades have pushed organisations to be more flexible and responsive. 
I have shown here a comprehensive report on the budgetary control of a retail organisation with twelve branches of upmarket clothing stores called Silver Stitch Ltd. The firm started the year with an overdraft from the bank and intended to clear it within a period of six months. Using the Stock Budget, Cash Budget, and the Budgeted Profit and Loss Account, I have studied the position of the company for a period of six months. My calculations show that the company is profitable but has serious stock, cash flow, and financial-related problems. 
The report detects the critical financial and operational issues arising from the budget calculations, such as overstocking, short-term cash flow crises, unbalanced purchasing, and fixed asset investment planning. The report remedies these issues through managerial controls of working capital, cash flow projection, and flexible budgeting. 
The traditional methods of budgeting are also under scrutiny by the dynamic business environment. The report investigates the suitability of traditional annual, incremental budgeting for today's companies. The report finally looks at behavioural issues of budgeting. Behavioural influences on people's responses to targets, controls, and performance measures must be considered by any budgeting system. 
[bookmark: _Toc223978432]The purpose of this report is to analyse the financial situation of Silver Stitch Ltd and the role of traditional budgeting techniques in a changing organisation for success.
[bookmark: _Toc224573874][bookmark: OLE_LINK2](1-1)-The stock budget for the six months ending 31 December:
· Opening stock 1 July = £100,000
· Minimum stock level = £50,000
· Gross profit margin = 40% 
· COGS = 60% × Sales
· Purchases = COGS + Closing stock – Opening stock
· Closing Stock = Opening Stock + Purchases – COGS

[bookmark: _Hlk224044242][image: ]
Table 1: Stock Budget for Silver Stitch Ltd

Table 1 shows that the stock budget and inventory levels increase steadily over the period. The closing stock is much higher than the minimum required level of £50,000 and reaches about £388,000 by December. This indicates that a large amount of cash is tied up in unsold stock.



Figure 1: Components of Inventory Carrying Cost (Author’s illustration based on NetSuite, 2020).
[image: ]

As illustrated in Figure 1, higher inventory levels increase the amount of working capital tied up in stock. In the case of Silver Stitch Ltd, the stock budget shows that inventory levels exceed the minimum required level, indicating that a significant proportion of liquidity is tied up in inventory.
[bookmark: _Toc223978433][bookmark: _Toc224573875][bookmark: _Hlk224202488](1-2)-The cash budget for the six months ending 31 December:
[bookmark: _Toc224573876]Overdraft £30K must be eliminated by end of December.
Cash Received:
· Credit card charge calculation
· 35% × 2.5% = 0.875% of sales
· Cash\ Received = Sales \times 99.125\%
Cash Payments Rules:
· Purchases paid one month later
· Admin paid in month incurred (Cash admin = Admin – 7 depreciation)
· Selling paid one month later
· Loan repayment = 5 each month
· Tax in September
· Refurbishment July–Sep

Figure 2: Cash management framework illustrating the relationship between receivables management, payables management and liquidity management.

[image: ]

[bookmark: _Toc222780504][bookmark: _Toc222782031][bookmark: OLE_LINK8]Figure 2 illustrates how organisations use cash budgeting to monitor inflows and outflows of cash. In the case of Silver Stitch Ltd, the cash budget highlights short-term liquidity pressure during the early months of the period despite the company remaining profitable.
[image: ]
[bookmark: _Hlk224260011]Table 2: Cash Budget for Silver Stitch Ltd.
[bookmark: _Toc224573877]Table 2 presents the cash budget for Silver Stitch Ltd for the six-month period ending 31 December. It summarises the expected cash receipts and cash payments during the period and shows the resulting monthly cash surplus or deficit, together with the opening and closing cash balances. The table highlights the company’s short-term liquidity position over the budgeting period.
(1-3)- The (accruals-based) budgeted Profit & Loss Account for the six months ending 31 December is:
Table 3: Budget Profit &Loss for Silver Stitch Ltd.[image: ]

Table 3 presents the budgeted profit and loss account of Silver Stitch Ltd for the six-month period, showing that despite several operating expenses, the company is expected to generate a positive net profit due to its strong gross profit margin.
Figure 3: Conceptual illustration showing the relationship between profit, loss and risk in financial decision-making.

[bookmark: _Toc224573878](b) - Explanation of the Problems Identified from the Budgets
As discussed in the budgeting analysis, the management of Silver Stitch Ltd needs to introduce better control of inventory, cash flow, and financial planning. Although the company has a positive net profit over the years, the results of the budget calculations show that greater attention to financial planning is needed to avoid unnecessary financial risk and to ensure that the company's financial position remains secure. (Drury, 2021: Brigham and Ehrhardt, 2020)
Better inventory control may be one of the top management actions. The inventory budget reveals rising inventories over the first six months, indicating that purchasing decisions are lagging behind projected sales demand. Management should be more proactive in purchasing in line with sales trends. With more responsive purchasing volumes, Silver Stitch Ltd can save a lot of cash currently invested in inventories. Drury (2021, p. 354) opines those inventories are the most significant aspect among working capital elements where management control is vital for working capital and the firm’s liquidity position (Atrill and MacLaney,2019). For a retailer like Silver Stitch Ltd, better coordination between purchase and sales forecasts would reduce the risk of unsaleable stock. (Heizer, Render and Munson,2020)
Another action is to improve cash flow planning. The company will make a sizeable profit, but due to the timing of receipts and payments, it will face cash flow problems during the early months, as the cash budget reveals. Therefore, company management should closely monitor the inflows and outflows of cash by generating frequent cash flow forecasts to control any potential cash deficit. As Bhimani (2006, p. 112) comments, preparing cash flow forecasts is an important aspect of financial control, particularly for those organisations where short-term liquidity is a problem (Brigham and Ehrhardt,2020). For Silver Stitch Ltd, regular cash flow monitoring will help the company meet its financial obligations and be less reliant on bank overdraft facilities. 
Another issue for management is the timing of the capital expenditure. The refurbishment programme further reduces liquidity as it is scheduled in the early months of the budget year when cash is already low. While this store refurbishment is necessary to keep the company's stores competitive, the timing of it needs to be considered. As Horner (2020, p. 276) comments, "Planning capital expenditure … in parallel with … cash flow … avoids incurring unnecessary strain." Extending the timescale of the refurbishment, or delaying some refurbishments, will ease the short-term liquidity reduction for Silver Stitch Ltd (Drury,2021). 
Another recommendation I offer is to prepare more flexible budgets. The purchasing plan is not being prepared completely from scratch, but rather it is being prepared increasingly from last year's plan while considering that year's requirements. Prediction is becoming increasingly difficult in a fast-moving sector such as fashion retail, where consumer demand and seasonal trends are constantly changing. As per Seal, Garrison, and Noreen (2018, p. 412), more flexible budgeting techniques such as rolling forecasts can be used to enable an organisation to react to uncertain environments adequately (Frow, Marginson, and Ogden,2010). By regularly reviewing the sales forecasts and adjusting budgets accordingly, Silver Stitch Ltd will be able to respond to threats to its finances more effectively. 
Lastly, management may wish to create contingency plans to accommodate potential changes in sales performance. The prepared budgets assume that the forecasted sales will be attained as scheduled. If sales fall below forecast, inventory levels will further increase, and cash inflows will decrease. Kolitz (2017, p. 198) stresses the importance of scenario planning while preparing financial forecasts (Libby and Lindsay,2010). 
Alternate projections based on various sales scenarios may help management react quickly to any changes in market conditions. 
The problems discussed above can be controlled by more stock control, cash flow budgeting, and flexible budgeting. If these recommendations are implemented, Silver Stitch Ltd will be able to minimise the financial risk, enhance the working capital, and improve the overall financial position of the company.

[bookmark: _Toc222780505][bookmark: _Toc222782032][bookmark: _Toc224573879]b-1-Management Actions to Address the Identified Problems
[bookmark: OLE_LINK6]To help counteract the issues detailed in the budgeting analysis, Silver Stitch Ltd needs to introduce better management controls over stock, cash flow, and financial forecasting. While the business is currently profitable, long-term viability will require stricter working capital controls and greater flexibility in management. 
The first recommendation for the management is to improve inventory control. It is prominent in the budgets that inventories are increasing, which indicates that there is an unrealistic buying plan for inventories in relation to sales. The management should implement a more responsive purchasing system. Rather than relying on a fixed purchasing plan made months in advance, the company should introduce updated sales forecasts and base the purchasing volume on the most recent sales forecasts. Drury (2021) discusses that inventory management is essential to improving working capital and the liquidity of firms, even though it does not significantly impact the profitability in firms. By controlling the inventory level in accordance with sales, Silver Stitch Ltd can save the cash that is otherwise getting stuck in inventories and avoid pressure on finances. 
In addition to managing the inventories more effectively, the firm should also manage its cash flow more effectively. The overdraft facility is eventually eliminated, but the first few months of the cash budget reveal a potential liquidity problem. A more effective cash inflow and outflow monitoring system is required here. The management should generate cash flow forecasts on a rolling basis and review them regularly to detect any potential cash flow shortage that could be rectified well in time. Bhimani (2006) argues for more responsive budgeting processes that enable organisations to react more effectively to financial risks. Silver Stitch Ltd could also consider extending the payables period with its suppliers or delaying non-essential capital expenditure if there is a potential cash crunch. 
A further recommendation involves capital expenditure planning and timing. Capital expenditure under the refurbishment programme will further constrain the cash flow in the early years of the budgetary period. While it is true that investing in the refurbishment of the stores may enhance the business’s competitive position in the long term, the timing of this is critical. Horner (2020) recommends that capital expenditure should be linked with financial forecasts to avoid unaffordable investments. I recommend that the management team should apply better scrutiny to investment proposals using investment appraisal techniques and sensitivity analysis. More stores could be refurbished over a longer period to ease short-term cash flow. 
The company should also consider its budgeting practices. The incremental purchasing plan is rigid. According to Seal, Garrison and Noreen (2018), traditional budgeting methods, such as incremental budgets, may not allow flexibility because managers tend to adopt the same rate of expenditure as in the previous year. The budget in a retail store where demand can fluctuate should have flexibility. Silver Stitch Ltd may implement rolling budgets and scenarios where the management can assume various sales targets and plan accordingly. Kolitz (2017) emphasises the importance of testing assumptions in various scenarios to increase the quality of decisions and reduce risk. 
Finally, management should concern themselves more with risk management and contingency planning. The budgets appear to assume that forecast sales will be met with little deviation. But retailers operate in uncertain markets where unexpected shifts in consumer demand could impact performance. 
By planning for lower sales scenarios, management can mitigate the impact of financial exposure. 
[bookmark: _Toc222780506][bookmark: _Toc222782033]Overall, most of the budgeting calculation problems faced can be addressed by implementing better inventory controls, improved cash flow forecasting, and flexible budgeting techniques. By applying the above methods, Silver Stitch Ltd will be able to strengthen its liquidity in the short term and improve its long-term financial planning and strategy.
[bookmark: _Toc224573880](c)- Conditions Required for Successful Budgeting and 
[bookmark: OLE_LINK7]A few organisational, behavioural, and strategic factors are considered essential for the effective operation of budgeting and budgetary control systems within an organisation. The process of budgeting affects management controls, decisions, motivation, and strategy. (Drury,2021: Hansen, Otley, and Van der Stede,2003: Van der Stede,2015).
First, there is a need for strong support from top management. The budgeting systems need to be supported by top management Budgetary Control, especially when communicating the financial targets related to the organisational strategy. If senior management views the budget merely as an annual requirement, the process would be considered a mere ritual and not a serious one. Drury (2021) stated that budgetary control systems need to be connected to the strategic objectives of the company. If management uses the budget to communicate the objectives of the organisation, it would be more effective. 
Secondly, budgeting should match organisational strategy and the business setting. In dynamic business settings, annual budgeting, due to its rigidity, may become ineffective. Frow, Marginson and Ogden (2010) believe traditional budgeting may create conflict between financial control and strategic objectives. They show through their concept of “continuous budgeting” that, if the budgeting process allows periodic revision and provides discretion to managers in dealing with uncertainty, the process can maintain its relevance. Hence, budgeting should be designed to include provisions for flexibility through rolling forecasting or revision mechanisms. 
Thirdly, participation and communication within the organisation are important because greater involvement in the budgeting process by employees will inform and enable them to accept and commit to the resulting budgets. Seal, Garrison and Noreen (2018) stress that participative budgeting not only improves motivation, but it may also result in more accurate forecasts since operational managers usually have better information about the local conditions (Hansen, Otley, and Van der Stede,2003: Al Jasimee and Blanco-Encomienda,20023). Without participation, the budgeting process may be viewed as a form of imposed control that may result in resistance or dysfunctional behaviour. 
Another prerequisite is the presence of an effective system for measuring performance and accountability. The budgetary power is effective when responsible managers are given the correct tasks and evaluated against those tasks. The pressure generated by unrealistic targets may cause harm through manipulation and short-sighted decisions. Ushakov (2019) argues that modern budgeting practices need a tension between control and freedom to foster the capacity of organisations for sustainable development (Van der Stede,2015). Therefore, clear performance measures and ethical accountability are necessary for an effective budgeting process. 
Information systems also help significantly. Managers can use up-to-date financial data to measure actual performance against the budget and make necessary adjustments. Without this information, the efficacy of budgetary control is compromised. ACCA (2023) states that organisations undergoing rapid change need instantaneous data and predictive analytics to ensure financial control without jeopardising flexibility (Bhimani,2006).
The budgeting systems should also be integrated with risk management processes. The Financial Reporting Council (FRC, 2022) underlines the need to connect financial planning with risk assessment and internal control. If budgets are prepared ignoring the uncertainty of the economic environment or operational risks, they may lead to complacency. Effective budgeting requires regular verification of its assumptions and scenario planning. 
Finally, the organisational culture is crucial. The effectiveness of a budgeting process is dependent on the creation of a culture that promotes openness, teamwork, and visionary ideas. If the organisational culture promotes a blame game or excessive competition across departments, the budget may become a source of conflict rather than harmonisation. But Frow et al. (2010) show that budgeting can contribute to both flexibilities and financial discipline in the presence of a conducive control environment. 
To conclude, there are many other important factors beyond the technical aspects of budgeting that contribute to effective budgeting and budgetary control. These include leadership, strategic orientation, flexibility/adaptability, participation, responsibility/role clarity, information systems, and integration with risk management. With these factors in place, budgeting can provide effective financial control and strategic flexibility to organisations.

Figure 4: The five-step control process used in managerial and budgetary control systems
The five-step control process used in managerial and budgetary control systems

[bookmark: _Toc222780507][bookmark: _Toc222782034][bookmark: _Toc224573881]C-1 -Behavioural Issues to Consider When Introducing a Budgeting System
The management that introduces the budgeting and budgetary control system should know budgeting is not only a technical or financial process. It affects the behaviour, motivation, and attitudes of employees. Neglect of behavioural aspects may lead to the ineffectiveness of an otherwise well-designed budgeting system. Four important behavioural aspects need the management's attention, namely participation and motivation, budgetary slack, resistance to change, and short-termism. 
The first point is about participation and motivation. If budgets are imposed on employees by management, they may feel controlled rather than assisted. According to Seal, Garrison and Noreen (2018), the participative budget process can lead to increased motivation as managers will have the opportunity to participate in the establishment of their own goals. As a result of their participation, employees may develop a greater sense of responsibility for meeting the agreed-upon goals. (Drury, 2021) supports this point, adding that participation creates a sense of ownership and increases communication between departments. Instead of strict control from the top, management should encourage communication and cooperation during the budget process. 
Second, management should be wary of creating slack. Slack is a term used to describe the behaviour of intentionally creating easier targets during the budgeting process by either underestimating revenues or overestimating costs. This behaviour may arise if there is a high incentive to hit budget targets to achieve good performance reports or to receive large bonuses. According to Bhimani (2006), a high emphasis on financial targets can lead to opportunistic behaviour instead of increased performance. Employees who feel pressured to meet challenging targets may create unrealistic estimations during the budgeting process to make targets easier to reach. To combat slack, management should promote openness, realistic targets, and strong ethics. 
Thirdly, resistance to change is also a significant behavioural factor. The implementation of a new budget system may introduce changes in reporting procedures, responsibilities, and expected performance, causing concern or fear among employees. They may resist if they believe the new system is going to increase monitoring or reduce their independence. (Frow, Marginson, and Ogden,2010) identify the influence of budgeting on control and flexibility. If employees perceive the budget as a control instrument, they will resist the budget or only conform. Management has a role in demonstrating the purpose of the budget system and training employees to appreciate the system. 
Fourthly, there is the risk of short-termism. There is the danger that when budgets are too focused on annual financial targets, managers may be too focused on the short term at the expense of the long term. For example, minimising expenditure on training or delaying necessary capital expenditure to meet short-term profit targets. The modern budgeting systems should be designed to aid the sustainable development of the organisation, not a tunnel visioned focus on the financial metrics (Ushakov, 2019). Likewise, budgeting must complement the long-term strategy of the firm (ACCA, 2023). Hence, the management should ensure that the performance measurement systems have the right mix of financial and non-financial measures. 
To summarise, behaviour significantly affects budget outcomes. Encouraging involvement can increase enthusiasm, whereas improper reward systems can lead to complacency. Anticipating resistance through communication is important, and employing a suitable mix of performance measures can avoid short-termism. Addressing these behavioural factors is essential for the budgeting process to yield effective financial and organisational results.
[bookmark: _Toc222780508][bookmark: _Toc222782035]

[bookmark: _Toc224573882](d) Critical Evaluation of Traditional Budgeting in a Fast-Changing Business Environment
Developing static annual budgets based upon historical data and anticipated revenue and costs is referred to as conventional budgeting. Senior management creates, examines, and approves yearly budgets, and the annual budget serves as a performance indicator. Annual budgeting has been a regular practise for many decades. 
One of the criticisms of traditional budgeting is its lack of flexibility. The assumptions that drive the budget at the beginning of the year may change rapidly with market dynamics. Within a few months, economic, customer, technological and competitive factors may have evolved. The fixed budget for the year is indifferent to these changes. According to Frow, Marginson, and Ogde (2010), the budgeting system generates an antinomy between financial control and strategic flexibility. If managers are compelled to achieve budget targets even after the circumstances have changed, then they might be more prone towards short-term compliance rather than making necessary strategic corrections. 
Another problem is that it relies on historical data. Often, the information used is last year's budget data with slight modifications. According to Seal, Garrison and Noreen (2018), incremental budgeting may reinforce past patterns of expenditure and may not encourage managers to be critical about whether activities are adding value. 
Traditional budgeting has a short-term focus problem. Managers focus on meeting their targets within the year because they are annually assessed. To perform well within the year, they may postpone capital expenditure, reduce training costs, and avoid taking risks. According to Drury (2021) an excessive focus on yearly profit targets may induce dysfunctional behaviour and adversely affect the longer-term performance of the organisation. 
Conventional budgeting processes consume a lot of time and energy. Managers spend a lot of time preparing annual budgets. By the time the budget is ready, the underlying assumptions may have changed. (Bhimani, 2009) argues that modern organisations need more flexible planning mechanisms that can quickly respond to uncertain circumstances. A bulky budgeting process may impede the agility of the organisation. 
Traditional budgets can also inhibit empowerment and flexibility. The focus of traditional budgets on achieving budget targets can reduce managerial freedom. (Frow et al., 201) note that more flexible systems, such as "continuous budgeting", offer an organisation a way to exercise financial control while addressing unforeseen circumstances. Unbudgeted variances are incorrectly considered as failures of traditional budget systems rather than necessary modifications dictated by changing requirements. 
There is some merit to traditional budgeting. It enforces structure and discipline, provides definite targets, aids cross-functional collaboration, and allocates funds in a timely manner. Formal financial planning and internal control are vital for the stability of any organisation (FRC, 2022). It is not traditional budgeting per se that is the problem here but its rigidity and solely annual implementation. 
The dynamic business environment dictates a new organisational attitude of flexibility and proactivity. According to (ACCA ,2023) rolling forecasts, scenario planning, and future-orientated monitoring are crucial procedures for companies running in volatile and dynamic markets. They enable organisations to constantly update their plans and keep a check on their finances. Similarly, (Ushakov, 2019) argues that the worldwide modernisation of corporate finance structures includes a dialogue between the budgeting system and strategic financial management, which involves flexibility, contingency, and strategic relevance. 
[bookmark: _Toc222780509][bookmark: _Toc222782036]To wrap up, while traditional budgeting methods provide control and structure, they have significant limitations. They are rigid and reliant on past data; they promote short-termism; and they consume time cyclically, which renders them unsuitable in rapidly changing markets. Contemporary companies need more flexible and strategic budgeting processes that strike a balance between control and adaptability.

[image: ]Figure 5: Comparison of Budget, Forecast, and Rolling Forecast
Source: Adapted from Corporate Finance Institute (2025) and Workday (n.d.).

As illustrated in Figure 5, traditional budgeting relies on fixed annual targets, while more flexible approaches such as rolling forecasts allow organisations to revise financial plans regularly in response to changing market conditions. For a retail business such as Silver Stitch Ltd, greater budgeting flexibility may improve responsiveness to fluctuations in demand and market trends.

[bookmark: _Toc224573883]Conclusion
This report has discussed Silver Stitch Ltd's financial position and budgeting system for a six-month period. From the analysis of the stock budget, cash budget, and profit and loss account, the company will make a substantial profit. Detailed calculation shows that being profitable is not enough to make the company financially healthy. Many problems lie ahead for the company regarding stock level, cash flow, and reconciling operational and financial activities. 
The sharp increase in stock reveals a lack of purchasing planning and working capital management. While the initial months of the cash budget reveal an imminent cash crunch despite healthy profits. These results indicate the need for financial planning and analysis beyond profit, emphasising cash, timing, and risk. 
The report also raised the issue of the continuing appropriateness of traditional budgeting systems. Although annual budgets signify structure, coordination, and financial discipline, they may impede adaptability in a dynamic business environment. Hard targets and an overemphasis on the short-term, among other things, may have a detrimental effect on adaptability and responsiveness. There is a perceived need in modern organisations for more adaptable systems, like rolling forecasts and continuous review mechanisms. 
Finally, the report recognised that the budget system is also a behavioural system. Successful implementation requires leadership support, employee involvement, equitable performance assessment, and effective communication. 
Hence, the case of Silver Stitch Ltd confirms that the traditional role of the budget cannot be discarded for management support, but it needs to be incorporated with other factors within the organisation.
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image5.emf
Months July Agu Sep Oct Nov Dec

£0 £0 £0 £0 £0 £0

Cash receipts  208.2 228 257.7 237.9 247.8 277.6

Sales net of 35% × 2.5% = 

0.875% of sales

208.2 228 257.7 237.9 247.8 277.6

Total Cash Receipts

Cash payments

Administration 

17 18 19 20 21 22

Stock purchased 

150 180 170 200 210 190

Repayments of loan 

5 5 5 5 5 5

Selling expenses 

5 6 7 8 9 7

Taxation paid

18

Interest payments

 

1 1 1 1 1 1

Shop refurbishment

 

15 12 10

Total Cash Payments 193 222 230 234 246 225

Cash surplus (deficit)

15.2 6 27.7 3.9 1.8 52.6

Opening balance

-30 -15 -9 19 23 25

Closeing balance -15 -9 19 23 25 78


image6.emf
£0

Calculation

Sales  1470sum of monthly sales(210+230+260+240+250+280)

Cost of Goods Sold 882therefore 1470 x 60% = Sum of monthly COGS

Gross Profit 588Total Sales -COGS

Selling Expenses 42(5+6+7+8+9+7)

Admin Expenses 159(24+25+26+27)

Credit Card Charges 12.8635% X 25% X1470 =12.86

Refurbishment Costs 37Given

Operating Profit

337.14Gross Profit - (Admin + Selling + Credit Fee + Refurbishment) =588- 309.25

Interest Payable

66 x 1

Tax 18Given

Profit Before Tax 331.14Operating Profit - Interest = 337.14 - 6

Net Profit 313.14Profit Before Tax - Tax =331.14 - 18
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image2.emf
Month July Agu Sep Oct Nov Dec

£0 £0 £0 £0 £0 £0 £0

Sales £210 £230 £260 £240 £250 £280

Opening balance 100 154 186 230 296 336

Stock purchased  180 170 200 210 190 220

Cost of Stock sold- 60% sales 126 138 156 144 150 168

Therefore Closing stock 154 186 230 296 336 388


