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Executive Summary
This report comprehensively analyses budgeting principles and approaches within contemporary business practices. Through an examination of various aspects of budgeting, the report aims to provide organisations with insights into effective financial management strategies that promote sustainable growth and long-term success.

Key findings of the report include the importance of understanding an organisation's unique context when formulating budgeting strategies, as demonstrated through the case of Neural LTD. By identifying financial challenges and proposing tailored solutions, the report emphasises the need for adaptability and responsiveness in budgeting processes.

The report also investigates the roles of stock and cash budgets, illustrating their distinctions and significance in financial management. The budgeted Profit & Loss Account is also explored, highlighting its essential function in forecasting revenues, expenses, and profits and guiding informed decision-making processes.

Organisational factors and human behaviours are recognised as crucial components of budgeting processes. The report underscores the necessity of fostering a collaborative and transparent budgeting culture, which facilitates the successful implementation of financial plans and promotes a shared sense of ownership and accountability among team members.

Furthermore, the relevance of traditional budgeting methods in the dynamic business landscape is assessed. The report recommends flexible and responsive budgeting processes that align with evolving business objectives by examining potential limitations and opportunities for adaptation. Alternative budgeting approaches, such as rolling forecasts or zero-based budgeting, are suggested as potential solutions to navigate complex and uncertain environments better.

In conclusion, the insights provided in this report serve as a valuable resource for organisations seeking to enhance their financial management practices. By considering the complexities of budgeting principles and approaches, businesses can develop adaptable and effective budgeting strategies that drive long-term success.
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In today's rapidly evolving business environment, effective budgeting is a critical component of an organisation's financial management strategy (Horngren et al., 2019). Budgeting is a comprehensive process that entails planning, allocating, and monitoring an organisation's financial resources to achieve its strategic objectives (Drury, 2018). The importance of budgeting cannot be overstated, as it helps organisations maintain financial discipline, improve decision-making, and facilitate sustainable growth (Horngren et al., 2019).

This report explores the various aspects of budgeting principles and approaches, providing a comprehensive understanding of the topic within the context of modern business practices. The report begins by examining the fundamental concepts of stock and cash budgets, highlighting their distinctions and roles in financial management (Garrison et al., 2020). Subsequently, the report investigates the budgeted Profit & Loss Account, illustrating how this financial statement aids in forecasting revenues, expenses, and profits (Drury, 2018).

Recognising that financial challenges are an inevitable part of business operations, the report investigates the case of Neural LTD, identifying its financial challenges and proposing viable solutions (Hansen et al., 2018). The report underscores the significance of understanding an organisation's unique context when formulating budgeting strategies (Horngren et al., 2019).

Moreover, the report acknowledges the human element involved in budgeting processes, exploring the impact of organisational factors and human behaviours on budgeting outcomes (Merchant & Van der Stede, 2020). This analysis underscores the necessity of promoting a collaborative and transparent budgeting culture to ensure the successful implementation of financial plans (Hansen et al., 2018).

Lastly, the report assesses the relevance of traditional budgeting methods within the dynamic business landscape, exploring potential limitations and opportunities for adaptation (Hope & Fraser, 2020). This assessment will facilitate a better understanding of the evolving nature of budgeting principles and approaches, ultimately guiding organisations in their quest for financial success (Drury, 2018).

In conclusion, this report explores budgeting principles and approaches within contemporary business practices. By examining various aspects of budgeting, from fundamental concepts to organisational factors and dynamic landscapes, the report aims to provide readers with a comprehensive understanding of the essential role budgeting plays in the financial management of modern organisations (Horngren et al., 2019).
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According to Drury (2021) and Kolitz (2017), a stock budget is a financial plan that outlines the expected inventory levels of a business over a particular period based on anticipated sales, production, and stockholding costs. A stock budget aims to ensure that a business has sufficient stock to meet customer demand while minimising holding costs and avoiding the risk of stock obsolescence.

Similarly, both authors agree that a cash budget is a financial plan that forecasts the expected inflows and outflows of cash for a business over a given period. The cash budget includes estimates of cash receipts from sales and other sources and cash payments for operating expenses, capital expenditures, and other cash outflows. The purpose of a cash budget is to help a business to manage its cash flow effectively by identifying potential cash shortfalls and surpluses and taking appropriate actions to address them.

Stock and cash budgets are essential for financial planning and business control. They provide a decision-making framework, helping businesses align their operations with financial goals and objectives and manage their resources effectively. Businesses can use these budgets to improve performance, increase profitability, and achieve long-term success.

· The stock budget of Neural LTD for the six months to 30 November is as follows:

	
	June
	July
	Aug
	Sept
	Oct
	Nov

	
	£000
	£000
	£000
	£000
	£000
	£000

	Opening balance
	105 
	124 
	130
	158
	190
	176

	Stock purchased
	180
	160
	203
	200
	140
	195

	Total
	285
	284
	333
	358
	330
	371

	Cost of Stock sold
	
	
	
	
	
	

	(70% of sales)
	(161)
	(154)
	(175    
	    (168)
	(154)
	(147)

	Therefore Closing stock
	124   
	130
	158
	190
	176
	224






· The cash budget of Neural LTD for the period to 30 November is:
	
	June
	July
	Aug
	Sept
	Oct
	Nov

	
	£000
	£000
	£000
	£000
	£000
	£000

	Cash receipts 
Sales net of  
	227.93
 
	218.02
	247.75
	237.84
	218.02
	208.11

	Cash payments
Administration  
	(19)
	(18)
	(16)
	(17)
	(17)
	(15)

	Stock purchased  
	(205)
	(180)
	(160)
	(203)
	(200)
	(140)

	Repayments of loan  
	(5)
	(5)
	(5)
	(5)
	(5)
	(5)

	Selling expenses  
	(6)
	(8)
	(7)
	(6)
	(8)
	(9)

	Taxation paid
	-
	-
	(20)
	-
	-
	-

	Interest payments
	(1)
	(1)
	(1)
	(1)
	(1)
	(1)

	Shop refurbishment
	(11)
	(10)
	(12)
	    -
	       -
	       -

	Cash surplus (deficit)
	(19.07) 
	(3.98) 
	 26.75
	5.84 
	(12.98) 
	38.11 

	Opening balance
	(22) 
	(41.07) 
	 (45.05)
	 (18.30)
	(12.46) 
	 0.52

	Closing balance
	(41.07) 
	(45.05) 
	 (18.30)
	 (12.46)
	 0.52
	 37.59
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[image: ]A budgeted Profit and Loss Account is a financial report that provides insights into a company's financial performance by summarising its revenues, expenses, and net profit or loss for a specific period. A budgeted Profit and Loss Account is a crucial tool for management accounting as it helps managers plan, control, and evaluate the organisation's financial performance (Seal, Garrison, and Noreen, 2018). By providing a framework for forecasting future revenues and expenses, managers can make informed decisions about resource allocation, identify potential problems, and take corrective action to ensure that the company is on track to achieve its financial goals (Horner, 2020)

· The (accruals-based) budgeted Profit & Loss Account of Neural LTD for the six months ending 30 November is:
	
	£000
	Calculation

	Sales 
	1370 
	= 230+220+250+240+220+210

	Cost of goods sold
	(959)
	therefore 1370 x 70%

	Gross profit
	411 
	= 30% x 1370                                  

	Selling expenses
	(44)
	= 8+7+6+8+9+6

	Admin Expenses
	(144)
	= 26+25+23+24+24+22

	Credit card charges
	 (12.33)
	= 1370 x 30% x 3%

	Operating profit
	210.67 
	= 411-44-144-12.33

	Interest payable
	(6)
	= 6 months x 5,000 x 20%

	[bookmark: _Hlk130834784]Profit for the period
	204.67 
	= 210.67 – 6  
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· Insights from Stock and Cash Budget Analysis
The financial results of a company reflect its operational and financial health. In this context, Neural Ltd, a footwear retailer with 12 stores, has reported specific financial results, such as the closing stock and cash budget, for the next six months. This report analyses the implications of these results and discusses the potential problems Neural Ltd will likely face soon. Moreover, the report proposes some management actions that could address these problems.
· Implications of the Financial Results
The closing stock is a crucial indicator of a company's inventory management and ability to match the demand and supply of goods. According to the results of the stock budget of Neural Ltd, the closing stock for June is £124.000, which increases to £130.000 in July, £158.000 in August, £190.000 in September, £176.000 in October, and £224.000 in November. These results indicate that Neural Ltd may be overstocked or understocked at different times during the next six months. Overstocking can lead to higher inventory holding costs, negatively affecting the company's profitability (Jung and Sung, 2020). On the other hand, understocking can result in lost sales and dissatisfied customers, damaging the company's reputation and revenue (Sudarsanam and Lai, 2019).
Similarly, the cash budget is a vital measure of a company's financial liquidity and ability to meet its financial obligations. The cash budget for Neural Ltd for June is minus £41.070, which means that the company will have a cash deficit of £41.070 in that month. The cash budget remains negative for the next four months, i.e., July, August, and September, indicating that the company will face a severe cash crunch during this period. However, the cash budget turned positive in October and November, with a surplus of £520 and £37.590, respectively. These results suggest that Neural Ltd may face difficulties in meeting its short-term financial obligations, such as paying its suppliers and employees, during the next few months.
· Potential Problems and Management Actions
Based on the above financial results, Neural Ltd will likely face several problems in the next six months. Some of these problems and the corresponding management actions are discussed below.
· Inventory Management: As Neural Ltd may be overstocked or understocked at different times, it is essential to adopt a dynamic inventory management strategy that aligns with the demand patterns and sales trends. For instance, the company can use data analytics and machine learning algorithms to forecast the demand for different products in different stores and adjust the inventory levels accordingly (Chen and Liu, 2019). Additionally, the company can consider implementing a just-in-time (JIT) inventory system that can help reduce inventory holding costs and improve the efficiency of the supply chain (Wu et al., 2018).

· Cash Management: As Neural Ltd will face a cash deficit for the next four months, it is critical to adopt a proactive cash management strategy to improve its liquidity. One of the strategies that the company can consider is negotiating extended payment terms with its suppliers, which can help improve its cash flow (Narayanan and Ranganathan, 2019). Additionally, the company can explore alternative funding sources, such as short-term loans or overdraft facilities, to meet its short-term financial obligations (Ghosh and Tripathi, 2018).

· Cost Management: As Neural Ltd may face a lower profit margin due to higher inventory holding costs and lost sales, a cost management strategy is necessary to help reduce the overall cost structure. One of the approaches that the company can consider is implementing cost-cutting measures, such as reducing non-essential expenses and renegotiating contracts with vendors and landlords (Chen and Liu, 2019). The company can also explore the possibility of outsourcing some of its non-core activities, such as logistics and warehousing, to specialised service providers, which can help reduce operational costs and improve the quality of service (Wang and Zhou, 2020).

· Marketing and Sales: To address the potential problem of lost sales due to understocking, Neural Ltd can consider implementing a proactive marketing and sales strategy that can help improve customer engagement and loyalty. For instance, the company can launch targeted marketing campaigns focusing on customers' needs and preferences (Meyer-Waarden et al., 2021). Additionally, the company can offer attractive discounts and promotions to encourage customers to make repeat purchases and increase the average order value.

· Financial Planning and Analysis: To ensure that Neural Ltd can navigate the challenges posed by the financial results, it is crucial to adopt a robust financial planning and analysis framework that can help identify and mitigate financial risks. For instance, the company can develop a comprehensive financial model that includes key financial metrics, such as revenue, cost of goods sold, gross margin, operating expenses, and net income (Chen et al., 2019). The financial model can help the company simulate different scenarios and assess the impact of various factors, such as changes in demand, pricing, and cost structure, on its financial performance.
The financial results, such as the closing stock and cash budget, indicate that the company may face several challenges in the next six months, including inventory management, cash management, cost management, marketing and sales, and financial planning and analysis. The company can adopt several management actions to address these challenges, such as dynamic inventory management, proactive cash management, cost-cutting measures, targeted marketing and sales, and robust financial planning and analysis. By implementing these actions, Neural Ltd can improve its operational and financial health and emerge stronger from the current economic uncertainty.
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Bhimani (2006) argues that while budgeting and budgetary control are essential tools for managing an organisation's financial performance, certain conditions must be in place for these tools to succeed. For example, a budgeting system should be aligned with an organisation's strategic objectives to ensure it effectively meets its financial goals and objectives.
[image: ]

In addition, the participation and involvement of managers at all levels are essential for creating a realistic and achievable budget. Effective communication and coordination among different departments and managers are also necessary to ensure everyone understands their roles and responsibilities in achieving the financial objectives.

· Conditions for Successful Budgeting and Budgetary Control
    Support from top management
    Top management support is a critical factor for the success of a budgeting and budgetary control system. Top management should set the tone for the organisation's commitment to the budgeting process by providing resources, support, and guidance to the budgeting team (Ferry et al., 2016).



    Clear and specific objectives
    The organisation's objectives should be clear, specific, and communicated effectively to all stakeholders. This will ensure that the budgeting process is aligned with the organisation's goals and objectives (Horngren et al., 2018).

    Participation of all stakeholders
    The participation of all stakeholders, including managers, employees, and other key stakeholders, is critical for the success of a budgeting and budgetary control system. This will ensure that all parties are committed to the budgeting process and that the budget is seen as a tool for achieving the organisation's goals and objectives (Merchant & Van der Stede, 2017).

    Flexibility and adaptability
    The budgeting process should be flexible and adaptable to changes in the business environment. This will ensure that the budget is updated regularly to reflect changes in the organisation's objectives, priorities, and business environment (Ferry et al., 2016).

    Accurate and reliable financial data
    The budgeting process depends on accurate and reliable financial data. Therefore, the organisation must have a robust financial reporting system that can provide timely and accurate financial data (Horngren et al., 2018).

    Effective communication and coordination
    Effective communication and coordination are essential for the success of a budgeting and budgetary control system. It will ensure that all parties are informed of their roles and responsibilities and that they are working together towards the same goals and objectives (Merchant & Van der Stede, 2017).

    Clear budgeting policies and procedures
    Clear budgeting policies and procedures are essential for the success of a budgeting and budgetary control system. This will ensure that the budgeting process is consistent, transparent, fair, and aligned with the organisation's goals and objectives (Ferry et al., 2016).

    Training and development
    Training and development of managers and employees are critical for the success of a budgeting and budgetary control system. This will ensure that all parties understand the budgeting process, their roles and responsibilities, and the importance of budgeting in achieving the organisation's goals and objectives (Horngren et al., 2018).

    Motivation and incentives
    Motivation and incentives are essential for the success of a budgeting and budgetary control system. This will ensure that managers and employees are committed to the budgeting process and that they are working towards achieving the organisation's goals and objectives (Merchant & Van der Stede, 2017).

    Continuous monitoring and evaluation
    Continuous monitoring and evaluation of the budgeting and budgetary control system are essential for its success. This will ensure that the budget is being implemented effectively and that any issues or problems can be identified and addressed promptly (Ferry et al., 2016).

· Behaviour of people
[image: ]Four points related to the behaviours of people which management needs to consider when introducing a budgeting and budgetary control system are as follows:

1. Resistance to change
    Resistance to change is a common behaviour among people, and it can be a significant challenge when introducing a budgeting and budgetary control system. People may resist the budgeting process because they feel that it is too complicated, time-consuming, or unnecessary. Therefore, management needs to communicate the benefits of budgeting and budgetary control to employees and ensure that they understand how it will benefit them and the organisation (Abdel-kader & Luther, 2013).



2. Game-playing behaviour
    Game-playing behaviour is another challenge that management needs to consider when introducing a budgeting and budgetary control system. People may manipulate the budgeting process to achieve their goals and objectives or to secure resources for their department. Therefore, management needs to establish clear budgeting policies and procedures and ensure that they are being followed (Horngren et al., 2018).

3. Lack of trust and cooperation
    Lack of trust and cooperation among managers and employees can also be challenging when introducing a budgeting and budgetary control system. People may not trust each other's intentions or be unwilling to cooperate because of personal or departmental interests. Therefore, management needs to foster a culture of trust and collaboration by involving all stakeholders in the budgeting process and ensuring that everyone understands the importance of working together to achieve the organisation's goals and objectives (Merchant & Van der Stede, 2017).

4. Short-term focus
    People may have a short-term focus on budgeting and budgetary control. They may focus on achieving short-term goals or meeting their department's budget targets without considering the long-term implications. Therefore, management needs to ensure that the budgeting process considers both short-term and long-term goals and objectives, and they communicate this to employees (Abdel-kader & Luther, 2013).

A budgeting and budgetary control system can be an effective tool for managing an organisation's financial performance. However, the success of the system depends on various conditions that need to be present within the organisation. These conditions include top management support, clear and specific objectives, participation of all stakeholders, flexibility and adaptability, accurate and reliable financial data, effective communication and coordination, clear budgeting policies and procedures, training and development, motivation and incentives, and continuous monitoring and evaluation. Management must also consider people's behaviours when introducing a budgeting and budgetary control system, including resistance to change, game-playing behaviour, lack of trust and cooperation, and short-term focus. By addressing these conditions and behaviours, organisations can ensure that their budgeting and budgetary control system successfully achieves their financial goals and objectives.
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· Examining Limitations and Inherent Flaws
Budgeting is a fundamental component of any business, and it is used to manage financial resources to achieve organisational goals. Traditional budgeting methods have been used for decades and adopted by businesses across different sectors (Kaplan & Norton, 1996; Wilderom, 1992). However, the traditional approach to budgeting has faced criticism for being rigid, time-consuming, and failing to provide accurate forecasts in a fast-changing business environment (Eisenhardt, 1989). 
Traditional Approaches to Budgeting
Traditional budgeting assumes that the past provides the best basis for forecasting future events. Therefore, traditional budgeting methods rely on historical data to develop budgets for future periods (Kaplan & Norton, 1996). The most common traditional budgeting method is incremental budgeting, which involves using the previous year's budget as the basis for developing the current year's budget, with adjustments made for changes in the business environment (Kaplan & Norton, 1996; Wilderom, 1992). Other traditional budgeting methods include zero-based budgeting, activity-based budgeting, and rolling budgets (Cooper & Kaplan, 1991; Gjerdrum Pedersen & Dobija, 2010).
Inherent Flaws in Traditional Budgeting Methods
Traditional budgeting methods have been criticised for being inflexible, time-consuming, and failing to provide accurate forecasts in a fast-changing business environment. One of the inherent flaws in traditional budgeting methods is that they are based on the assumption that the future will be similar to the past. However, in a fast-changing business environment, the past may not indicate the future well (Wilderom, 1992). Traditional budgeting methods also tend to focus on short-term goals and may not consider long-term strategic objectives (Cooper & Kaplan, 1991).
Furthermore, traditional budgeting methods are time-consuming, and they require a significant number of resources to develop and maintain. This is particularly true for large organisations, where the budgeting process may take months to complete (Eisenhardt, 1989). The budgeting process can also be costly, with organisations spending considerable money on budgeting software and consultants (Libby & Lindsay, 2010).
Additionally, traditional budgeting methods may not provide accurate forecasts in a fast-changing business environment. In a dynamic business environment, unexpected events can occur, and traditional budgeting methods may be unable to account for these changes (Libby & Lindsay, 2010). This can lead to a situation where the budget becomes obsolete before implementation, resulting in wasted resources and missed opportunities.
Alternatives to Traditional Budgeting Methods
Given the flaws inherent in traditional budgeting methods, several alternatives have been proposed to improve the budgeting process. One of these alternatives is beyond budgeting, which is based on the principle of adaptive management (Hope & Fraser, 2003; Bogsnes, 2011). Beyond budgeting involves developing a flexible budget that can be adjusted in response to changes in the business environment. This approach focuses on achieving strategic objectives rather than meeting budget targets.
Another alternative to traditional budgeting methods is rolling forecasts. Rolling forecasts involve developing forecasts for short periods, typically a quarter or a month, and updating them regularly in response to changes in the business environment (Gjerdrum Pedersen & Dobija, 2010; Neely, 2008). This approach allows organisations to be more agile in response to changes in the business environment.
Furthermore, activity-based budgeting is an alternative approach that focuses on developing budgets based on activities rather than departments (Cooper & Kaplan, 1991). This approach involves identifying activities that contribute to achieving organisational objectives and developing budgets based on the cost of these activities (Cooper & Kaplan, 1991; Neely, 2008).
Traditional budgeting methods have been used for decades, and businesses across different sectors have adopted them. However, traditional budgeting methods have been criticised for being inflexible, time-consuming, and failing to provide accurate forecasts in a fast-changing business environment. Inherent flaws in traditional budgeting methods include reliance on historical data, focus on short-term goals, and time-consuming nature. Alternatives to traditional budgeting methods, such as beyond budgeting, rolling forecasts, and activity-based budgeting, have been proposed to improve the budgeting process.
However, it is important to note that there is no one-size-fits-all solution to budgeting, and organisations must consider their unique circumstances when deciding on an approach. Organisations should also consider the cost and resource implications of adopting a new budgeting method.
Overall, traditional budgeting methods have served organisations well in the past, but in a fast-changing business environment, they may not be the most effective approach. Organisations that adopt a more flexible and adaptive approach to budgeting may be better equipped to respond to changes in the business environment and achieve their strategic objectives.
[bookmark: _Toc131164308]3.0 Conclusion

In conclusion, this report has extensively analysed budgeting principles and approaches within contemporary business practices. By investigating various aspects of budgeting, from fundamental concepts such as stock and cash budgets (Garrison et al., 2020) to the relevance of traditional budgeting methods in the dynamic business landscape (Hope & Fraser, 2020), the report offers a comprehensive understanding of the essential role budgeting plays in the financial management of modern organisations.

A key finding of the report is the importance of understanding an organisation's unique context when formulating budgeting strategies, as demonstrated by the case of Neural LTD (Hansen et al., 2018). By identifying the company's financial challenges and proposing tailored solutions, the report highlights the need for adaptability and responsiveness in budgeting processes to ensure financial success.

Additionally, the report emphasises the human element involved in budgeting processes, acknowledging the impact of organisational factors and human behaviours on budgeting outcomes (Merchant & Van der Stede, 2020). By fostering a collaborative and transparent budgeting culture, organisations can facilitate the successful implementation of financial plans and promote a shared sense of ownership and accountability among team members (Hansen et al., 2018).

Furthermore, the report illustrates the significance of the budgeted Profit & Loss Account in financial management, emphasising its role in forecasting revenues, expenses, and profits (Drury, 2018). By employing this financial statement, organisations can better anticipate financial outcomes and make informed decisions regarding resource allocation and strategic planning.

The assessment of traditional budgeting methods in the dynamic business landscape has also revealed potential limitations and opportunities for adaptation (Hope & Fraser, 2020). As organisations continue to navigate an increasingly complex and uncertain environment, it is crucial for budgeting processes to remain flexible and responsive to changing circumstances (Drury, 2018). This may involve adopting alternative budgeting approaches, such as rolling forecasts or zero-based budgeting, to better align financial planning with evolving business objectives (Horngren et al., 2019).

Ultimately, the findings of this report underscore the critical role of budgeting in guiding organisations towards financial success. By understanding the complexities of budgeting principles and approaches, organisations can develop robust financial management strategies responsive to internal and external challenges (Horngren et al., 2019). As a result, businesses can optimise their resource allocation, enhance decision-making processes, and foster sustainable growth in an ever-changing landscape (Drury, 2018).

In summary, the comprehensive exploration of budgeting principles and approaches presented in this report is a valuable resource for organisations seeking to enhance their financial management practices. Businesses can develop adaptable and effective budgeting strategies that drive long-term success by considering the fundamental concepts, organisational factors, and the dynamic business environment (Horngren et al., 2019).
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Calculation of the Stock Budget:
	a. Opening Balance in June is £105, according to note 1 from the task description.
b. Stock purchased in June is £180
· £105 + £180 = £285 
c. Cost of stock sold is 70% because the gross profit margin is 30%, according to note 3 from the task description.
Sales income in June is £230
· £230 x 70% = minus £161
d. Therefore, closing stock for June is: £285 - £161 = £124



By using the same procedure of calculation, the results from July are:
	a. £124, which is the result from the previous month 
b. £160
· £124 + £160 = £284
c. £220
· £220 x 70% = minus £154
d. £284 - £154 = £130



By using the same procedure of calculation, the results from August are: 
	a. £130
b. £203
· £130 + £203 = £333
c. £250
· £250 x 70% = minus £175
d. £333 - £175 = £158



By using the same procedure of calculation, the results from September are: 
	a. £158
b. £200
· £158 + £200 = £358
c. £240
· £240 x 70% = minus £168
d. £358 - £168 = £190




By using the same procedure of calculation, the results from October are: 
	a. £190
b. £140
· £190 + £140 = £330
c. £220
· £220 x 70% = minus £154
d. £330 - £154 = £176



By using the same procedure of calculation, the results from November are: 
	a. £176
b. £195
· £176 + £195 = £371
c. £210
· £210 x 70% = minus £147
d. £371 - £147 = £224



Calculation of the Cash Budget:
	a. Cash receipts for June are: £230(the sales income) x 0.3(representing 30% of the customers who have paid with a credit card) = 69 x 3% (meaning the charge for the credit card business of the sales income value) = £2,07
· £230 - £2.07 = £227.93
b. Cash payments, £26 (the administration expenses from June) - £7 (the monthly charge in respect of depreciation) = £19, and we register with minus as being an expense
c. Stock purchased minus £205 for June
d. Repayments of the loan minus £5 for June
e. Selling expenses minus £6 for June
f. Taxation paid is 0 for June
g. Interest payments minus £1 for June
h. Shop refurbishment is minus £11 for June 
i. Cash surplus (deficit) is the total of a+b+c+d+e+f+g+h = minus £19.07
j. The opening balance in June is minus £22, with minus as being an overdraft
k. The closing balance for June is:
· Cash surplus + The opening balance = minus £41.07 



The same calculation was applied for the rest of the months where the data was available.
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