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1. [bookmark: _Toc193184685]Executive Summary 

This report, prepared for the module BMSW5012, Principles and Concepts of Finance, examines the importance of financial accounting and budgeting in maintaining the financial health and sustainability of an organization.

The research centres on Blue Thread Ltd.'s financial concerns, which include large loan repayments, cash flow issues, and stock management issues. Blue Thread Ltd. has negative cash balances even though it reported a positive profit of £260,350. This is mostly because of excessive stock purchases and fixed loan disbursements. The need for better financial management techniques is highlighted by these financial issues.

The report examines the fundamentals of financial accounting, such as the methodical gathering and examination of financial data, which offers important information for resource allocation and decision-making. The importance of budgeting in financial planning is also covered, with particular attention paid to the development of precise income and expense estimates, as well as the control of cash flow and inventory.

Several traditional budgeting techniques are assessed, such as value proposition, incremental, activity-based, and zero-based budgeting. Despite its advantages, such methods may be too inflexible for contemporary, fast-paced work settings. To adjust to shifting market conditions, the research advises businesses to implement more adaptable and agile budgeting strategies that incorporate real-time data.


2. [bookmark: _Toc193184686]Introduction 

Effective planning and financial accounting are essential to any organization's sustainability. An organization's financial transactions are systematically recorded, compiled, and reported as part of financial accounting, which offers crucial information on the performance and health of the organization's finances. It assists companies in producing accurate financial accounts, which are essential for strategic planning, decision-making, and upholding stakeholder confidence. 

Budgeting, on the other hand, is an essential procedure that aids businesses in projecting and controlling their income and expenses, guaranteeing that they have the resources needed to meet their objectives. It can also be used to optimise resource allocation, limit expenses, and prepare for unexpected financial difficulties.

Issues like negative cash flow, excessive stock purchases, and expensive loan repayments underscore the significance of effective budgeting and financial management strategies in the context of Blue Thread Ltd. Even if it works well in stable settings, traditional budgeting techniques might not be adaptable enough to quickly shifting market situations. Adopting more flexible, data-driven budgeting techniques is essential for preserving financial stability and attaining long-term success as companies deal with changing and dynamic market circumstances.


3. [bookmark: _Toc193184687]Financial Accounting

Procedure for documenting, compiling, and reporting the financial transactions of an organisation. It focusses on creating financial statements for external stakeholders, including creditors, investors, and regulators, including the cash flow, income, and balance sheets. Because it is produced from the methodical collecting and analysis of accounting data, it offers crucial information that supports the making of the best management decisions. (Rotaru et al,.2020). Accurate, consistent, and systematic methods are used to collect accounting data. This reduces errors in financial reporting and guarantees reliability. The information gathered by accounting procedures offers important financial insights in addition to being used for maintaining records. These insights assist managers in assessing the success of the business, allocating resources efficiently, and pinpointing areas in need of development. By offering precise and swift data these technologies facilitate better choices, which raises operational performance. (Puspitawati et al,.2020).

Businesses run the danger of poor management, mistakes, fraud, and fines from the government if they don't have adequate financial accounting. Insufficient financial information undermines the stability and expansion of an organisation by causing poor judgements, inefficiencies, and a decline in the trust of creditors and investors.



[bookmark: _Toc193184688]3.1 Budget 

The process of creating and managing a financial record that projects revenue and expenditure over time is known as budgeting. Budgeting is a crucial ability for managers, executives, and business owners to make sure teams and organisations have the funds to carry out projects and accomplish objectives. In addition to helping people manage present financial circumstances, this method also gets ready for future financial planning and unanticipated costs. (Budgeting basics,2008).

A key element of financial planning is the stock budget, which makes sure the business keeps the right amount of inventory on hand to support sales and effectively manage cash flow. Effective stock management avoids understocking, which can result in missed sales opportunities, and overstocking, which ties up cash. It also means that a stock budget might be a part of more comprehensive budgeting procedures meant to maximise operational effectiveness and resource allocation. (Al-Mekhlafi,2023).

[bookmark: _Toc193184689]3.2 Problems of Blue Thread Ltd

The following calculations were performed using a plan that Blue Thread Ltd. had created several months prior.
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The financial information presented indicates that Blue Thread Ltd will probably encounter several significant financial difficulties during the upcoming six months. These difficulties mostly centre on stock management, cash flow problems, and possible inefficiencies in cost control. Blue Thread Ltd. may experience severe operational and financial consequences if these financial issues are not resolved, which might eventually threaten the company's sustainability. To improve output and lower financial risks—both of which are critical for sustainable business practices—effective financial management models are required. In addition to promoting profitable growth over time, integrating sustainability into financial management helps companies better achieve their sustainability goals. (Hota et al,.2024).
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Figure 1, SMEs’ most common issue is cashflow (Williams,2019).

A company's liquidity and financial health are reflected in the flow of cash and cash equivalents into and out of the business. Since it shows how successfully a business can pay its debts and fund its activities, it is an essential part of financial management. (Nandini,2024). A company's capacity to pay its short-term debts with easily accessible assets, such cash, is referred to as liquidity. A business with positive cash flow has enough incoming funds to cover costs such as:  repayments of loans, invoices from suppliers, pay for employees.

Even though the company's profit for the period was £260,350, it has experienced negative cash balances for several months. There is a constantly negative closing balance because of the cash budget's large cash deficits in June (£10,800), August (£31,900), and September (£5000). The company's cash position is still unstable; it has a negative closing balance for three of the last six months, with June seeing a low of -£35,800. High stock purchases in most months that reduce cash in inventory and loan repayments totalling £4,000 per month plus £1000 in interest payments that lower available cash are potential causes of the foregoing issues.

Since excessively significant purchases tie up capital, managers should minimise stock purchases wherever possible to reduce the problem mentioned previously. When possible, cutting back on stock purchases increases financial flexibility, reduces expenses, and frees up cash. Getting suppliers to extend their payment terms can assist reduce the strain on cash flow. The business ought to think about delaying store improvements until a steadier cash flow is established.

The value of unsold inventory at the end of an accounting period is known as the closing stock balance, and it is essential for creating financial statements like the balance sheet. (Bhattacharya, 2011). Because it shows that the business has inventory on hand to satisfy future client demand and maintain business continuity, a positive closing stock balance is significant. It also reduces the need for quick purchases to replenish supplies, which helps to maintain a healthy cash flow.

Between June and November, the closing stock balance rises dramatically from £110,000 to £302,500. This shows that the business is buying more stock than it is selling, which may result in high inventory holding expenses and possible depreciation risks.

Management could increase stock turnover to help move extra inventory more quickly and solve the problem mentioned earlier. The business should match stock purchases more closely with anticipated demand rather than continuing to make large purchases each month. By taking these steps, the business will be able to improve its overall financial performance, address its cash flow problems, and manage its inventory more effectively.

The business makes monthly loan repayments of £4,000 and interest payments of £1,000, for a total of £30,000 over six months. This continuous cash drain adds to problems with liquidity. This suggests that interest rates have a direct influence on creditors' financial choices and repayment strategies, which in turn affects how they manage their cash flow overall. (Ann et al,.2023). Since a sizable amount of cash is committed to fixed loan related outflows, the business may have cash shortages during months with lower than anticipated revenues or greater expenses, which would negatively impact its overall cash flow situation. To reduce interest expenses, managers ought to investigate more favourable loan conditions.

The main causes of Blue Thread Ltd.'s severe financial difficulties include ineffective cost control, cash flow, and stock management. Due in major part to excessive stock purchases and expensive loan repayments, the company has had negative cash balances for several months despite a positive profit of £260,350. Cash flow is stressed capital is tied up, and financial flexibility is reduced.

[bookmark: _Toc193184690]3.3 Budget control system 

Several crucial requirements must be fulfilled for an organization's budgeting and budgetary control system to be successful. These conditions guarantee that the budgeting process is successful in directing financial choices, managing expenses, and accomplishing company. 
objectives.

The importance of good budgeting techniques for financial performance is shown by the fact that ineffective budgeting can greatly contribute to organisational failure. (Srbinoska et al,.2023). Weak budgeting can result in judgements based on faulty financial data, a lack of strategic investment because of inadequate financial planning, and running out of money because of unanticipated costs.
The technique of efficiently controlling capital and cash flow by strictly observing set budgets is known as budget control. It involves avoiding overspending, making the requisite modifications when needed, and making sure that expenditure is in line with the assigned funds and the defined budget plan. The results showed that while budget participation had a minor long-term link with financial performance, effective budgetary management mechanisms had a considerable impact. This implies that improving financial results in educational institutions depends heavily on the efficacy and efficiency of budgeting procedures. (Olaniyan,2020). Budget control systems have drawbacks even though they are crucial for financial management like If a company strictly follows its budget, it may miss opportunities for innovation or growth. Instead of focusing on real needs, employees may make unnecessary expenditures.
To guarantee that an organization's financial resources are effectively distributed and used to accomplish its goals, a budgeting and budgetary management system is essential. When the budget and the organization's long-term strategic goals are clearly aligned, budgeting works best. Since it improves performance, strategic goals must be in line with a company's purpose, goal, and values. (Fayomi and Nakanazu,2024). It is challenging to achieve complete alignment between strategic goals and budgeting in practice. Budgets frequently concentrate on short-term financial performance, even if companies may have ambitious long-term goals. Conflicts between innovation and financial control may result from this discrepancy.
Strong commitment from management and leadership are necessary for effective budgeting. Participatory budgeting study shows that management performance is positively impacted by the relationship between organisational commitment and participatory budgeting. (Eferakeya and Edgars,2024). In addition to giving strategic direction, management must make sure that the budgeting process is handled seriously at all organisational levels. For the system to function well, they must provide resources, supervision, and training. Establishing attainable goals, assigning resources, and tracking progress can help demonstrate how activities are in line with vision and how intend to reach it. (LinkedIn,2024). Changes in the budgeting process may be resisted by management and staff because of perceived expenditure limits, habit, or a fear of liability. Even the best-designed financial systems can be undermined by opposition to innovative budgeting techniques.
Key stakeholders from all departments should participate in the collaborative process of budgeting. Effective budgetary control depends on departments communicating their requirements, goals, and difficulties. There is less chance of budgetary slack when task communication is strong, indicating that effective departmental communication of needs and goals might improve budgetary control results. (Yucel,2010). All parties involved are guaranteed to comprehend financial goals, spending caps, and budgeting strategies when there is clear communication. Lack of communication can result in inaccurate financial assumptions, misreported spending, and poor planning. Poor budgeting and resource allocation communication can result in departmental competition, as teams compete for limited finances instead of cooperating to achieve common objectives.
In addition to planning, budgeting and budgetary control should involve tracking and assessing performance in relation to financial goals. Key performance indicators and frequent financial reporting are essential for organisations to monitor their progress, spot mistakes, and take steps to correct them when needed. For example, performance budgeting procedures are thought to have a major influence on budget taking decisions, according to a poll of state executive-branch budget directors, indicating that funding allocation is becoming more and more linked to performance measures.(Jordan and Hackbart,1999).
When implementing a budgeting system, there are four habits to consider.
Management needs to be aware of the human dynamics involved while implementing a budgeting and budgetary control system. Managers can participate in the creation and approval of budgets thanks to this involvement, which may increase organisational commitment. (Illyas , 2021). Additionally, this encourages managers to fulfil objectives and take responsibility for results. In addition to improving managers' abilities and fostering teamwork and shared accountability, the approach strengthens their dedication to the organization's success. The actions of managers and staff have a big impact on whether the system works or fails.
1. Employee motivation is among the most important factors to consider. If staff believe an effective budgeting system is reasonable and achievable, it can be used as a motivating tool. Compared to motivation from outside, study indicates that within motivation typically encourages more truthful reporting, particularly when management collectively. (Grediani et al,.2023). Employee demotivation and despair may result from budgets that are set too strictly or unfairly. Budgets should be challenging but possible, and rewards should be connected to good performance to increase motivation.

2. For budgeting systems to be successful, accountability and responsibility are essential components. The importance of accountability in effective budgeting systems is further highlighted by the need to increase the ability of stakeholders to guarantee lasting improvements. (Park and Choi, 2013).  Workers need to be fully aware of their duties and how their activities affect the bottom line. Employees might not feel pressured to follow financial restrictions in the absence of a strong culture of accountability. Without an effective accountability culture, employees might not feel compelled to adhere to financial limitations. Employees might ignore financial restrictions, mishandle business funds, or participate in unethical financial operations if there are unclear expectations and no oversight. Transparency can be improved, and responsible financial behaviour can be promoted by establishing clear performance metrics, this tactic can improve credibility and confidence among stakeholders while facilitating making decisions that are well (Rusu et al,.2024). Conducting frequent financial reviews and associating budget performance with rewards or responsibilities.

3. Resistance to change is another important component. Workers may object to a new budgeting system because they don't understand it, are afraid of having more influence, or are unsure of how it will affect their jobs. Based on a study on workplace justice and knowledge exchange, employees are more likely to participate favourably when they believe the budgeting process is fair, indicating that acceptance depends on the budgeting process's clarity and transparency. (Suria and Ruhana,2019). Effective management of change techniques, like training programs, honest communication, and staff engagement in decision-making, should be used by management to overcome this resistance to lessen anxiety and promote acceptance. Improving understanding and increasing employee commitment can lead to smoother transitions and greater acceptance of changes.

4. Last but important behavioural factor to consider is goal alignment. Individual and departmental targets should be in line with the overarching company goals when it comes to budgeting. An adjustment in budgeting procedures towards performance data might help departments better match their goals with the organization's overarching goals. (Worldbank,2012). Departments are more likely to find errors, optimise utilisation of resources, and make data-driven decisions that support long-term strategic planning when they use performance data to guide their budgets. Because departments are now required to show how spending plans contribute to the success of the company, this change also encourages accountability. Employees may oppose the system or behave dysfunctional, for as by actively underestimating profits or overestimating expenses, if they believe that their personal objectives clash with the expectations of the budget. Organisations should make sure that budgets are created in a way that strikes a balance between realistic expectations for various divisions and corporate financial aims to encourage goal congruence.

In summary, businesses must set clear financial goals, guarantee data correctness, gain leadership commitment, encourage transparency, engage staff, provide flexibility, and carry out efficient performance reviews for a budgeting and budgetary management system to be successful. To guarantee the budgeting system's seamless adoption and long-term efficacy, management needs to tackle behavioural factors including accountability, goal alignment, motivation, and resistance to change.




3.4 [bookmark: _Toc193184691]Traditional approaches to budgeting

Businesses often employ one of four budget types: incremental, activity-based, value proposition, or zero-based.
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Figure 2, Four budgeting methods (Shmidt,2025).
The size, objectives, and tactics of company will determine the most effective budgeting technique. The incremental approach is clear and easy to use, but it isn't dependable for new organisations because it relies on historical data. (GoCardless,2023). Use value proposition or zero-based budgeting techniques if must make compromises. Activity-based budgeting might help reach growth goals as company expands.
Traditional budgeting entails establishing financial goals based on previous financial information and anticipated future patterns. It is a methodical procedure that includes performance evaluation, financial setting objectives, and resource allocation. (Yvanovich,2023). Although it guarantees consistency with company goals, it may be restrictive if management lack the flexibility to react swiftly to unanticipated difficulties. Furthermore, the procedure might not adequately take into consideration the nuances of team dynamics or the complexity of human behaviour, both of which might affect productivity and resource use.
Incremental budgeting is one of the most used methods, where the previous year’s budget is taken as a base, and adjustments are made, usually in the form of percentage increases or decreases. Because it is based on previous information, it is nevertheless a practical and rather quick method for many well-established organisations, regardless its drawbacks. (Datarails,2025). The approach ignores unexpected market shifts, new possibilities, and external interruptions and instead assumes that the budget from the previous year serves as a reasonable basis for the one to come. This reduces the method's ability to adjust to rapidly changing environments. This rigidity can limit a company's ability to respond effectively to new challenges or innovations. Incremental budgeting discourages creative approaches and ambitious investments because it places too much emphasis on minor changes. (The Finance Weekly,2024).
Activity-based budgeting, which focusses on the expenses related to creating goods or services, distributes resources according to the activities that propel business performance. This approach can offer more thorough information about how resources are being used and whether initiatives are producing value. Businesses can cut expenses and increase sales revenues by implementing activity-based budgeting (Drury,2020). By knowing the actual cost of each operation, businesses can optimise resources and eliminate inefficient expenditures, which will ultimately boost sales revenues through improved cost control and resource allocation. Because it requires monitoring and evaluating every organisational activity, implementing ABB can be difficult and time-consuming. Each technical detail must be documented as it happens, just as all expenses related to a company's operations are tracked. (Schmidt,2025). This could impede agility or take resources away from more urgent activities for companies who operate rapidly. 

The goal of value proposition budgeting is to match the company's value proposition with the distribution of financial resources. The main goal of value proposition budgeting, also known as priority-based budgeting, is to evaluate and support the worth of each item on an expense list. (The Bill Team ,2025). Although this approach promotes alignment between strategic goals and budgeting, it can be difficult to measure and convert subjective value propositions into exact budgetary allocations. This approach can be slower to adjust and cannot promptly catch shifts in consumer demand or competitive positioning in businesses where value propositions or customer preferences differ often.
Zero-based budgeting requires managers to justify every expense from scratch for each new budget period, rather than simply adjusting previous budgets. It's a method of budgeting that divides every pound of monthly income into areas that suit company, such investments, purchasing, or utilities. (Starling Bank,2023). Zero-based budgeting can guarantee that resources are distributed effectively and result in a more complete evaluation of expenditures. Nevertheless, this method is labour-intensive and time-consuming, which makes it challenging to apply in a rapid business environment.
Budgeting techniques that rely on past data and minor adjustments can quickly become outdated in dynamic business circumstances in which market dynamics can shift suddenly. Future modifications and present adaptations are not taken into consideration in traditional budgeting. Access to current time data is crucial in a corporate setting where circumstances can change drastically in a couple of days or even hours. (Jedox,2025). To remain competitive, businesses must adopt more flexible budgeting techniques that integrate real-time data, enabling quicker adaptations to evolve circumstances and improving responsiveness in a dynamic market.



3.5 Conclusion. 
Effective budgeting and financial accounting are essential to an organization's long-term financial stability and success. Businesses can reduce risks, make sensible choices, and preserve the trust of creditors and investors by using accurate financial documentation, such as cash flow reports, balance sheets, and income statements. When properly implemented, financial accounting procedures not only aid in record keeping but also offer insightful information for enhancing operational effectiveness, allocating resources, and identifying possibilities for expansion. The stability of the company, however, may be at risk due to poor financial accounting, which can result in ineffective management, inefficiencies, and even legal liabilities.
As a financial planning tool, budgeting is essential to coordinating the organization's resources with its strategic goals. It assists in projecting income and costs, making sure the company has enough money to reach its objectives and budget for unanticipated costs. Avoiding financial mistakes requires effective cash flow management, debt repayment plans, and stock management. The problems Blue Thread Ltd. is facing—such as cash flow issues, stock mismanagement, and large loan repayments—make it clear that a more efficient budgeting approach is required, one that puts operational effectiveness and financial flexibility first.
Every traditional budgeting method has its own advantages and disadvantages, including incremental, activity-based, value proposition, and zero-based budgeting. Even while these approaches could have worked effectively for companies in the past, they may be too inflexible to adjust to the dynamic, fast-paced environment found in contemporary corporate settings. Organisations need to implement more adaptable and agile budgeting techniques that use real-time data and enable quick modifications if they want to be responsive and competitive. Businesses can guarantee improved financial performance and long-term success by coordinating budgeting procedures with organisational objectives, promoting openness, and cultivating an accountable culture.
In conclusion, companies must adopt modern budgeting strategies and enhance their financial management procedures if they want to prosper in a market that is changing quickly.
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Lorem ipsum odor amet, consectetuer
adipiscing elit. Adipiscing a blandit lectus quam,
penatibus enim cursus. Et cubilia bibendum
enim interdum aliqguam molestie purus litora
malesuada. Vel commodo aliquet iaculis
tristique platea turpis; curae nec. At
condimentum placerat curae bibendum
suspendisse. Elementum facilisi enim in id
neque viverra convallis curabitur.

TIME VALUE
F MONEY

Lorem ipsum odor amet,
consectetuer adipiscing elit.
Adipiscing a blandit lectus quam,
penatibus enim cursus. Et cubilia
bibendum enim interdum aliguam
molestie purus litora malesuada.
Vel commodo aliquet iaculis
tristique platea turpis; curae nec.
At condimentum placerat.
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Lorem ipsum odor amet, consectetuer adipiscing elit. Adipiscing a blandit lectus quam, penatibus enim
cursus. Et cubilia bibendum enim interdum aliguam molestie purus litora malesuada. Vel commodo aliquet
iaculis tristique platea turpis; curae nec. At condimentum placerat curae bibendum suspendisse. Elementum
facilisi enim in id neque viverra convallis curabitur.

Lorem ipsum odor amet, consectetuer adipiscing elit. Lorem ipsum odor amet, consectetuer
Adipiscing a blandit lectus quam, penatibus enim cursus. adipiscing elit. Adipiscing a blandit lectus
Et cubilia bibendum enim interdum aliquam molestie quam, penatibus enim cursus. Et cubilia
purus litora malesuada. Vel commodo aliquet iaculis bibendum enim interdum aliquam molestie
tristique platea turpis; curae nec. At condimentum purus litora malesuada. Vel commodo
placerat curae bibendum suspendisse. Elementum aliquet iaculis tristique platea turpis; curae

facilisi enim in id neque viverra convallis curabitur. nec. At condimentum placerat.
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Lorem ipsum odor amet, consectetuer adipiscing Lorem ipsum odor amet, consectetuer adipiscing elit. Quam

elit. Quam luctus consequat ex; erat penatibus luctus consequat ex; erat penatibus est ultricies. Justo laoreet et
est ultricies. Justo laoreet et penatibus felis penatibus felis consectetur torquent penatibus nunc. Neque
consectetur torquent penatibus nunc. Neque natoque ultricies eleifend congue nunc convallis ante eros. Augue
natoque ultricies eleifend congue nunc convallis consectetur cubilia urna pretium sem dis imperdiet habitasse. Ex
ante eros. Augue consectetur cubilia urna nullam integer urna nulla montes varius. Ultrices magna

pretium sem dis imperdiet habitasse. Ex nullam malesuada montes montes eu fringilla augue sem facilisis. At
integer urna nulla montes varius. Ultrices magna parturient parturient pellentesque leo potenti. Quisque quis tellus
malesuada montes montes eu fringilla augue sem viverra porttitor nisl nisil Posuere dui sed dis, consectetur
facilisis. accumsan laoreet eros placerat.
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Lorem ipsum odor amet, consectetuer adipiscing elit. Adipiscing a
blandit lectus quam, penatibus enim cursus. Et cubilia bibendum
enim interdum aliquam molestie purus litora malesuada. Vel
commodo aliquet iaculis tristique platea turpis; curae nec. At
condimentum placerat curae bibendum suspendisse. Elementum
facilisi enim in id neque viverra convallis curabitur. Taciti vulputate
consequat varius tellus nullam neque. Eu habitasse semper
placerat tempus accumsan, adipiscing netus.

Malesuada erat adipiscing nunc nibh natoque, sapien hendrerit.
Facilisis volutpat fringilla penatibus potenti eget luctus ornare.
Semper iaculis pharetra sociosqu interdum; sagittis nulla aenean »
dolor. Nunc egestas justo; rutrum ut sociosqu mauris. Sodales enim
finibus, eu neque hac nulla maximus diam et. - i
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Profit for the period 260,350

June July Aug Sept Oct Nov
Opening balance 90,000 110,000 134,000 187,500 205,000 255,000
Stock purchased 150,000 180,000 190,000 160,000 200,000 210,000
Total 240,000 290,000 324,000 347,500 405,000 465,000
Cost of Stock sold (65% of sales) 130,000 156,000 136,500 143,000 149,000 162,500
Therefore Closing stock 110,000 134,000 187,500 204,500 255,000 302,500
(b) The cash budget for the period to 30
November is:

June July Aug Sept Oct Nov
Cash receipts 198,200 237,800 208,100 = 218,000 | 227,900 .I 247,700
Sales net of
Cash payments
Administration 17,000 18,000 19,000 20,000 21,000 22,000
Stock purchased 170,000 150,000 180,000 190,000 160,000 200,000
Repayments of loan 4,000 4,000 4,000 4,000 4,000 4,000
Selling expenses 5,000 6,000 7,000 8,000 9,000 6,000
Taxation paid 0 0 15 0 0 0
Interest payments 1,000 1,000 1,000 1,000 1,000 1,000
Shop refurbishment 12,000 10,000 14,000 0 0 0
Cash surplus (deficit) (10,800) 48,880 (31,900) (5,000) 32,900 14,700
Opening balance (25,000) (35,800) 13,000  (18,900) (23,900) 9,000
Closing balance 35,800 13,080 18,900 (23,900 9,000 23,700
(c) The (accruals-based) budgeted
Profit & Loss Account for the six months
ending 30 November is:
Sales Revenue 1,350,000
Cost of goods sold 877,500
Gross profit 472,500
Selling expenses 41,000
Admin Expenses 153,000
Credit card charges 12,150
Operating profit 266,350
Interest payable 6,000
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Four Budgeting Methods
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