[image: Discover University of Wales Trinity Saint David]


Programme: BA Developing Leadership and Management
Module: Principles and Concepts of Finance
Module code: BMSW5012
Assignment Title: Financial Analysis and Budgeting Report for Silver Stitch Ltd

Name of the student: Florina Dinitica
Student ID: 2321857
Date: 20.03.2026


Table of Contents
1. Introduction	3
2. Financial Statements	4
2.1. Stock Budget	4
2.2. Cash Budget	5
2.3. Budgeted Income Statement	6
3. Problems associated in Financial Statement	8
4. Conditions For A Successful System Of Budgeting And Budgetary Control	9
5. Traditional Approaches To Budgeting In A Fast-Changing Business Environment	12
6. Conclusion	15
7. References	17
8. Appendix	22
8.1. Appendix 1: Stock Budget	22
8.2. Appendix 2: Cash Budget	22
8.3. Appendix 3: Budgeted Income Statement	24




[bookmark: _Toc224891112]1. Introduction
Financial analysis is widely recognised as a key aspect of effective business management. Financial performance indicators play an essential role in helping organisations understand how well they are performing and in supporting informed and timely decision-making. When these indicators are used appropriately, they enable businesses to improve managerial efficiency, allocate resources more effectively, and plan strategically for the future. This, in turn, can contribute to stronger financial outcomes and long-term organisational growth. However, if management fails to rely on accurate and relevant financial information, the consequences can be significant. Poor decision-making based on weak or insufficient data can lead to confusion, inefficiencies, and ineffective management practices. Over time, this increases the risk of financial instability and reduces the organisation’s ability to respond to challenges. As a result, overall performance may decline, and the business may struggle to achieve its intended objectives.
The current study will focus on evaluating the financial strength of the case study company, Silver Stitch Ltd. It has been clearly identified that the current study will focus on preparing a stock budget and cash budget for the six months to 31 December, showing the cash balance at the end of each month. In addition to that, the budgeted profit and loss amount will be taken into consideration by the business, which can easily help the management to determine the financial growth of the business. Moreover, the current study will also focus on explaining the problems Silver Stitch Ltd will face in the upcoming 6 months regarding the financial calculations. In addition to that, the conditions that need to be considered by the business for a successful system of budgeting and budgetary control will be evaluated in the current study. Budgeting and budgetary control play a vital role in supporting the financial stability of a business over time, as they enable organisations to plan effectively, monitor performance, and maintain control over financial resources.
Finally, a critical evaluation of traditional approaches to budgeting in the context of a fast-changing business environment can be taken into consideration. In this respect, the unnecessary risk can be avoided in the future, which is important for the management to maintain financial sustainability.  
[bookmark: _Toc224891113]2. Financial Statements
[bookmark: _Toc224891114]2.1. Stock Budget
The inventory budget is a financial planning form that outlines the estimated inventory at the period under analysis (Portfolio Pilot, 2026). To ease the management of inventory and planning on the procurement, a six-month stock budget till 31st December was prepared. The initial balance to commence in July was established as GBP100, 000, and then the balance increased by monthly stock purchases varying between GBP180, 000 and GBP220, 000. Total stock on hand per month is calculated as opening stock plus purchases, therefore attaining a cumulative level of GBP556, 000 by the month of December. The sales forecast was between GBP 210, 000 and GBP 280, 000, and  the cost of goods sold was projected to be 60% of the sales revenue. The cost of goods sold was then deducted from the total stock, thus showing a consistent increase in closing stock beginning with GBP154, 000 in July to GBP388, 000 in December. The stock budget will ensure sufficient inventory to cover the projected sales and eliminate the risk of excess inventory to enable continuous operations smoothly and the development of a sound financial plan.
	 
	July 
	Aug 
	Sept 
	Oct 
	Nov
	Dec

	Opening balance
	100000
	154000
	186000
	230000
	296000
	336000

	Stock purchased 
	180000
	170000
	200000
	210000
	190000
	220000

	Total Stock
	280000
	324000
	386000
	440000
	486000
	556000

	Sales
	210000
	230000
	260000
	240000
	250000
	280000

	Cost of Stock sold- 60% sales
	126000
	138000
	156000
	144000
	150000
	168000

	 
	 
	 
	 
	 
	 
	 

	Therefore Closing stock
	154000
	186000
	230000
	296000
	336000
	388000


Table 1: Stock Statement
(Source: Appendix 1)
[bookmark: _Toc224891115]2.2. Cash Budget
The cash budget is a financial report that helps an enterprise to organise its cash flows (BBC, 2020). A cash budget was developed to oversee the liquidity and take payments within the same reporting period. These cash receipts ranged between GBP180, 000 in June and GBP280, 000 in December; the receipts were adjusted to 35% cash and credit charges. Cash payments included administrative costs, stock purchase costs, loan payment costs, selling costs, interest, taxation and premise refurbishment. The amounts of monthly cash surpluses or deficits have been determined, with their opening balances being updated to reflect the opening overdraft of GBP 30,000. The opening cash balances were on an upward trend, as it stood at GBP128,425 in June and then rose to 241,564 in December, hence good cash flow management. The cash budget also verifies there is adequate liquidity, which will allow financial obligations to be achieved in time and strong cash liquidity to be maintained throughout the six-month course of action.
[bookmark: _heading=h.7lozdkpookmu]
	 
	Jun
	Jul
	Aug 
	Sep
	Oct 
	Nov
	Dec

	
	
	
	
	
	
	
	

	Sales (minus card charges)
	178425
	208163
	227988
	257725
	237900
	247813
	277550

	Cash payments
	 
	 
	 
	 
	 
	 
	 

	Admin Expenses (Before Depreciation)
	22000
	24000
	25000
	26000
	27000
	28000
	29000

	Admin Expenses (After Depreciation)
	15000
	17000
	18000
	19000
	20000
	21000
	22000

	Stock Purchased
	 
	150000
	180000
	170000
	200000
	210000
	190000

	Repayments of loan
	4000
	4000
	4000
	4000
	4000
	4000
	4000

	Selling expenses 
	0
	5000
	6000
	7000
	8000
	9000
	7000

	Taxation paid
	0
	0
	0
	18000
	0
	0
	0

	Interest payments
	1000
	1000
	1000
	1000
	1000
	1000
	1000

	Shop refurbishment
	0
	15000
	12000
	10000
	0
	0
	0

	Cash surplus (deficit)
	158425
	16163
	6988
	28725
	4900
	2813
	53550

	Opening balance
	-30000
	128425
	144588
	151576
	180301
	185201
	188014

	Closing balance
	128425
	144588
	151576
	180301
	185201
	188014
	241564


Table 2: Cash Budget
(Source: Appendix 2)
[bookmark: _Toc224891116]2.3. Budgeted Income Statement
The six months profit and loss account as prepared with the budget shows a total sales revenue of GBP1, 470,000, which is up to 31 December. Sales refers to the amount of goods and services sold by an organisation within a reporting period (Bragg, 2025). The resultant cost of sales which is the value of goods sold (Accounting Tools, 2025), expended based on an opening stock of GBP100,000, purchases of GBP1,170,000, and closing stock of GBP388,000 was GBP882,000. This calculation gave a gross profit of GBP 588,000. Sundry income consisting of commissions and interest received was nil. Combined, it equated to a total amount of GBP 222,861 that included administrative costs of GBP 159,000, credit card costs of GBP 12,861, selling expenses GBP45,000 and interest costs of GBP 6,000. Therefore, the period net profit stood at GBP 365,139. A profit and loss statement (P&L) is a financial report that provides an overview of revenues/expenses and profits/losses of a business within a given period (Vipond, 2019). This projected P&L indicates strong profitability and effective cost management. The estimated P&L shows that it is a good profitability account where revenues are ahead of costs and expenditures, which means this reflects effective financial management.
In addition to the budgeting figures, key financial indicators provide further insight into the company’s performance. The strong closing cash balances suggest a healthy liquidity position, meaning Silver Stitch Ltd is able to meet its short-term obligations effectively. At the same time, increasing stock levels form a large part of current assets, although too much inventory could reduce liquidity if not carefully managed.
Loan repayments indicate a level of financial gearing, showing that the business relies partly on borrowed funds, which may increase risk if cash flows weaken. Return on Capital Employed (ROCE) helps assess how efficiently profit is generated from invested capital, and the projected results suggest a strong return. Key Performance Indicators (KPIs), such as profit margins and cash flow trends, further support the view that the business is operating efficiently and maintaining good financial control.

	
	      £
	      £

	
	
	

	 Sales   
	
	1470000

	
	
	

	less : cost of goods sold
	
	

	    Opening Stock
	100000
	

	    Purchases 
	1170000
	

	    Closing Stock
	388000
	

	
	
	882000

	
	
	

	Gross Profit
	
	588000

	
	
	

	Sundry Income
	
	

	    Commission Received
	0
	

	    Interest Received
	0
	

	
	
	0

	
	
	588000

	
	
	

	Less : expenses
	
	

	Administrative Expenses
	159000
	

	Credit Card Expenses
	12861
	

	Interest Expenses
	6000
	

	Selling Expenses
	45000
	

	Total Expenses
	
	222861

	
	
	

	
	
	

	Net Profit
	
	365139


Table 3: Income Statement
(Source: Appendix 2)
[bookmark: _Toc224891117]3. Problems associated in Financial Statement
The computation of budgeting for Silver Stitch Ltd is likely to identify multiple financial and operational problems during the six-month period to 31 December. Such problems relate to pressure on cash flow, working capital management, rigidity in cost structure and dependency on traditional budgeting system which has limited the potential of the company to respond in a strategic manner to financial stress. 
One of the prominent issues is cash flow pressure. The business began in June with an overdraft of £30000 and has been directed to eliminate such overdraft by the end of December. Cash amount has expanded constantly from 178425 in June to 277550 in December which is beneficial for the company. However, the planned expenditure trend suggests that substantial cash outflows occur in multiple months. For instance, the business faces high stock purchases, store refurbishment expenses, loan repayments and operating costs at the same time. A poor cash flow management is a common weakness in traditional budgeting systems as budgets often focus on projected profits rather than short-term liquidity needs (Laghari et al., 2023). Although sales revenues are highly strong, the combination of high stock purchases and refurbishment spending during the early months which can create periods where cash outflows exceed cash inflows.  
A second issue relates to inventory and working capital management. The business maintains a minimum stock level of £50000 while also purchase large amounts of stock every month. As the suppliers offer one month credit, payments for purchases will lag behind the acquisition of stock which probably causes large cash payments in following months. An excess stock ties up capital and causes an increase in the risk of slow-moving stock especially within the fashion retail industry and product life cycles are short. An effective working capital management is critical for retail businesses for maintaining financial stability and avoid unrequited borrowing (Franklin, 2024). Therefore, an inefficient stock management causes a reduction of liquidity and profit margin. Another concern is the high level of fixed costs. Admin expenses included £7000 per month in terms of depreciation while selling expenses and loan repayment involves continuous commitments. The monthly loan repayment of £5000 has caused a dilution of cash. Despite depreciation is non-cash expenses, other operating expenses have caused a major financial pressure. Traditional incremental budgeting is assumed that existing cost structures will continue with small adjustment which does not allow the management to identify ways for cost reduction or operational efficiency (Schmidt, 2020). When there is a large fixed cost, businesses hold limited flexibility to respond to declining cash reserve. 
In order to address the problems, management must undertake several actions. At first, the business can improve cash flow management by rescheduling some refurbishment expenses until the overdraft is cleared. It will reduce short-term cash outflows. Secondly, management must review inventory purchasing policies to avoid overstocking to ensure that purchases are aligned with expected sales demand. Techniques like JIT purchasing or improved demand forecasting can reduce the amount of cash associated with stock (Jenkins, 2024). Thirdly, the business must conduct cost review to identify the areas where admin and selling expenses can be reduced without affecting customer experiences. A small reduction in operating expenses can contribute to improvement of cash position (BDC, 2020). Lastly, Silver Stitch Ltd can consider for adoption of flexible budgeting practices like ABB or rolling budget which allows the management to modify financial plans and respond to evolving business conditions.  
[bookmark: _Toc224891118]4. Conditions For A Successful System Of Budgeting And Budgetary Control
As opined by Chukwuma-Eke et al. (2022), budgeting and budgetary control systems are very important managerial tools that organisations use in planning financial operations, controlling expenses and tracking performance. It helps the management to contrast actual performance and planned objectives and make corrective decisions as required. Nevertheless, budgeting is based on the effectiveness of various organisational circumstances. Without these conditions being well developed, the budgeting system might not be able to help in the decision-making and performance of the organisation.
As opined by Bedford et al. (2022), top management support and commitment are one of the most crucial requirements when it comes to successful budgeting. The top managers should be actively involved in the budgeting process, and they need to inform the whole organisation about the importance of the budgeting process. According to Namazi and Rezaei (2024), employees will gain a better understanding of budgeting as a strategic management tool, but not an accounting process, when top management shows dedication. Without the assistance of leadership, budgets can be overlooked or regarded as mere official processes that do not have a major influence on the decision-making process. Moreover, the management should make sure that budget targets are set according to the organisational goals, such as the enhancement in profitability, cash flow management or financial stability.
The other critical requirement is the creation of a clear organisational framework and roles and duties. As opined by Junlong et al. (2023), the budgetary control should work well so that duties are distributed to various departments and managers. This usually includes the setting up of responsibility centres, which include cost centres, revenue centres, and profit centres. All the managers are supposed to be responsible for meeting their budgets. Performance evaluation becomes simple when duties are determined, and the managers are able to know where they need to make corrections. On the other hand, ambiguous duties can result in misunderstanding, absence of accountability and ineffective expenditure management (Lord, 2023).
Another crucial requirement is that there is efficient interdepartmental communication and coordination. As opined by Cuadrado-Ballesteros and Bisogno (2022), the budgeting process is not a solitary task involving only the finance department, but a joint effort involving the different functional departments, including the sales, operations, purchasing, and administration departments. In an example, production budgets are dependent on sales forecasts, and purchasing plans are dependent on inventory and cash flows. Without effective integration between the departments, the budgets that are generated can be unrealistic or inconsistent (Kuntadi and Puspasari, 2023). Thus, organisations must make sure that they regularly communicate the budgeting process to bring about congruency between the departments and the overall organisational goals.
The presence of accurate and reliable financial information is also another important requirement. As opined by Arnaud et al. (2023), budgeting strongly depends on the financial information, their forecasts, and operational estimates in the previous years. While the budgets are based on the wrong or obsolete information, they cannot give realistic expectations. This may result in planning and poor financial control. This has necessitated organisations to adopt powerful accounting mechanisms and data management procedures that will enable them to have sound financial data to make reliable use in budgeting.
Moreover, Adhikara et al. (2022) have stated that the budgeting systems need realistic and attainable budget targets to be successful. Budgets that are too ambitious can demoralise the employees and diminish their motivation, whereas budgets that are too simple to meet lack the power to motivate the employees to work harder. Budgeting needs to be done in a balanced way to have targets that are not too difficult to achieve (Okeke et al. 2024). This keeps the employees motivated, besides enhancing organisational efficiency and productivity. Other than structural and technical considerations, the issue of human behaviour within the organisation also affects budgeting systems. While implementing budgeting and budgetary control systems, the management should therefore take into consideration various behavioural factors. The four behavioural issues are budgetary slack, motivation and performance pressure, employee participation and resistance to change. 
As opined by Andriani (2023), it is necessary to involve employees in the budgeting process. The participative budgeting would enable the employees and departmental managers to take part in budget preparation. In a situation where people are part of target setting, they will feel a sense of responsibility towards attaining them. Participation also enhances the quality of the budget estimates since the employees tend to be more specific about the activities of the operations. The management should, however, observe this process keenly to avoid manipulation or biased estimations.
Second, the management should take into consideration what budgetary slack means, where the management knowingly understates revenues or overspends in order to make the targets easy to attain. This behaviour can take place when performance appraisal is largely pegged on ensuring that budgets are met. Organisations ought to embrace open monitoring and promote truthful reporting when preparing budgets in order to reduce slack.
Third, motivation is significant in the budgeting behaviour plus evaluation of performance. As opined by Isibor et al. (2022), budget targets usually go hand in hand with performance appraisal, promotion or monetary rewards. Although this is likely to drive employees to perform at a higher level, too much pressure to achieve targets can cause dysfunctional behaviour, including the manipulation of financial data or short-term organisational objectives at the expense of long-term organisational objectives. Management should, therefore, come up with balanced performance evaluation mechanisms that promote ethical behaviour and sustainable performance.
Lastly, the other behavioural aspect that management should consider during the implementation of budgeting systems is resistance to change. Budgeting can be interpreted by the employees as a control tool that either limits flexibility or workload. To conquer this resistance, the management must offer proper training, communicate the value of budgeting and make the employees realise the role of budgeting towards organisational success.
[bookmark: _Toc224891119]5. Traditional Approaches To Budgeting In A Fast-Changing Business Environment
Traditional budgeting is a type of financial planning in which organisations make annual budgets using fixed assumptions and much reliance on past data regarding revenues and expense. As stated by Seal et al. (2018), in activity-based budgeting, all overhead variables within complex organisations are driven by a single factor, such as units produced or machine hours.  It gives a systematic way of planning the activities related to finance and managing the spending of an organisation. A significant advantage of classical budget is the fact that it contributes to financial discipline by establishing definite limits of spending and performance. It is also useful in performance management as the management is able to compare actual performance with the planned budgets. Nevertheless, in contemporary business settings, there are a number of weaknesses of traditional budgeting. Since it is quite dependent on previous data and predetermined forecasts, it is usually not flexible and can slow to react to sudden changes in the market or unpredictable economic factors. Moreover, it can be a time-consuming process and can promote a fixed decision-making process. These constraints are being addressed with the growing use of modern budgeting options in organisations including rolling budgets, activity-based budgeting, flexible budgeting and beyond budgeting which provide greater flexibility and ongoing financial planning. As opined by Horner (2020), says that it becomes hard for the business to operate without any budget, even if the manager considers a few weeks or days for business activities. 
It is also argued that there are various systems that are used for setting budgets like time-consuming and costly process. As discussed by Kolitz (2017), comparing the accrual basis of accounting with the cash basis shows that, in the cash basis, it is factual and provides a prediction of cash flow, which is of interest to investors, while there are disadvantages in that the cash basis may misrepresent cash generated for the long run within an entity. Likewise, the accrual basis of accounting provides information on an entity’s operations regarding the relevant period. Therefore, the accrual basis is used in every component of financial statements except the cash flow statements. 
According to Marr (2013), profits are considered important for every business, whether in the public or private sector. Net profit represents an important performance measure, where net profit shows any money left after deducting expenses and costs. It argued that accounting metrics give a distorted view of value-creation capabilities as well as underlying performances. Drury (2021) argued in their study that an organisation plans a budgeting process for the long term. Since budgeting is mainly concerned with long-term planning, budgets are more detailed and precise. Moreover, it also indicates what is expected to be achieved, while long-term plans indicate broad directions followed by top management. As opined by Sharma (2025), traditional techniques in capital budgeting include IRR and NPV. With the massive use of IRR and NPV in competition, there is a drawback that appears at times. 
The application of IRR and NPV in isolation leads to options of pick-sub bar, as these strategies fails to seize essential factors, including regulatory adjustments and market adjustments. Incremental budgeting is one of the traditional approaches of budgeting, where incremental amounts are added to arrive at new budgets. The advantages of incremental budgets are that it is easy to implement, favour projects or programs that require funding, and are easy to detect the change impact. As mentioned by Dei (2025), budgeting apps and robo-advisors help clients in managing their finances effectively through budgeting, automating investments, and financial reporting. Moreover, security has been the most important with two-factor authentication, biometric authentication, and encryption protecting data as well as building trust. 
Sunaryo et al. (2025) have evaluated that traditional budgeting leads to financial stability, although it lacks adaptability because of historical data reliance and categories of rigid expenditure. However, there are challenges like managerial capacity, technological limitations, and organisational resistance, causing issues in method application. In addition to that, a hybrid approach that combines traditional stability with modern flexibility offers an adaptable solution for financial management. As stated by Bukh et al. (2025), the case studies of beyond budgeting focus on how principles are being implemented as a control package. Likewise, the banking sector is also characterised by high-level uncertainty with a dynamic environment that abandons budgets. 
As argued by Edo-Osagie (2025), the limitations of traditional budgeting as well as allocation models include financial allocation and conventional budgeting strategies that are based largely on fixed assumptions and historical data. Moreover, the modes also suggest linear economic progression that fails to account for shocks in the sudden market within an evolving business environment. The models of static budgeting led to inefficiencies like delayed decision-making and resource misallocation. Kang and Yu (2025), the phases of budget preparation present a distinctive presentation of data, differing from substantial budget cycle stages concerning stakeholder participation, uncertainty, and timeframes of decision-making. 
As stated by McDonald III and McCandless (2025), traditional budgeting practices and principles assume that social equity fails to enter the process of decision-making, while budgeting is done directly instead of through elected leaders' roles within policy formation. It also argues that traditional budgets are criticised for being equity blind as well as ignoring social equity aspects like public services distribution and the experiences of living in such a community. Likewise, Azhar and Syarif (2025), in their study, show a strong orientation for traditional budgeting that particularly functions on cost control, financial planning, and capital allocation. Moreover, the majority of study focuses on budgeting tools for performance evaluation and financial planning. 
The findings also show a shift from traditional budgeting to technology-driven, along with behaviour models, where gaps remain in terms of regional representation, inclusivity, and sustainability. As discussed by Khudhair et al. (2025), the budgeting practices in Iran have evolved significantly, which are reliant on taxes, customs, and agriculture. The imbalances in the budgeting system have severely impacted some sectors, like higher education, promoting calls for reform and inadequacies in traditional budgeting. There are benefits from traditional budgeting, where data acquired from previous years guide the projection for future expenditures and revenues. As argued by Kehinde (2025), AI plays a central role in identifying patterns as well as making predictions with reinforced algorithms in learning. This technology also helps in forecasting budget, improving risk management, and enhance decision-making process. However, having potential benefits and advantages, it still remains challenging due to concerns related to data privacy and data security in handling some of the sensitive information. Hence, the synergy between technologies, big data, ML, and AI helps transform industries with insights to drive competitive advantage, innovation, and efficiency. Therefore, organisations integrating such technologies in their process of decision-making are positioned better to thrive in the digital age.
In addition, modern budgeting increasingly takes Corporate Social Responsibility (CSR) into account. Businesses are expected to consider environmental, ethical, and social factors in their financial planning. Including CSR in budgeting can enhance reputation, support sustainability, and create long-term value.

[bookmark: _Toc224891120]6. Conclusion
In conclusion, the budgeting process for Silver Stitch Ltd demonstrates a strong projected financial performance, supported by increasing stock levels, consistently positive cash balances, and a net profit of £365,139. The cash budget clearly highlights the company’s ability to maintain liquidity and meet its financial obligations throughout the period, while the income statement reflects effective cost control and overall profitability. These results suggest that the business is operating efficiently and is in a stable financial position in the short term.
However, the analysis also identifies several potential risks that should not be overlooked. In particular, issues related to cash flow timing, high inventory levels, and ongoing fixed cost commitments may place pressure on financial flexibility if not carefully managed. While the current projections are positive, they are based on assumptions that may change due to market conditions or operational challenges. Therefore, it is essential for the business to adopt more flexible and responsive budgeting approaches, regularly review its financial performance, and make adjustments where necessary. By doing so, Silver Stitch Ltd will be better positioned to maintain long-term stability, improve resilience, and support sustainable growth in a constantly changing business environment.
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[bookmark: _Toc224891123]8.1. Appendix 1: Stock Budget
	
	July 
	Aug 
	Sept 
	Oct 
	Nov
	Dec

	Opening balance
	100000
	154000
	186000
	230000
	296000
	336000

	Stock purchased 
	180000
	170000
	200000
	210000
	190000
	220000

	Total Stock
	280000
	324000
	386000
	440000
	486000
	556000

	
	100000+180000
	154000+170000
	186000+200000
	230000+210000
	296000+190000
	336000+220000

	Sales
	210000
	230000
	260000
	240000
	250000
	280000

	Cost of Stock sold- 60% sales
	126000
	138000
	156000
	144000
	150000
	168000

	
	210000*0.6
	230000*0.6
	260000*0.6
	240000*0.6
	250000*0.6
	280000*0.6

	Therefore Closing stock
	154000
	186000
	230000
	296000
	336000
	388000

	
	280000-126000
	324000-138000
	386000-156000
	440000-144000
	486000-150000
	556000-168000



[bookmark: _Toc224891124]8.2. Appendix 2: Cash Budget
	
	Jun
	Jul
	Aug 
	Sep
	Oct 
	Nov
	Dec

	
	
	
	
	
	
	
	

	Cash receipts
	180000
	210000
	230000
	260000
	240000
	250000
	280000

	Sales (minus card charges)
	178425
	208163
	227988
	257725
	237900
	247813
	277550

	
	
	
	
	
	
	
	

	Cash payments
	
	
	
	
	
	
	

	Admin Expenses (Before Depreciation)
	22000
	24000
	25000
	26000
	27000
	28000
	29000

	Admin Expenses (After Depreciation)
	15000
	17000
	18000
	19000
	20000
	21000
	22000

	Stock Purchased
	
	150000
	180000
	170000
	200000
	210000
	190000

	Repayments of loan
	4000
	4000
	4000
	4000
	4000
	4000
	4000

	Selling expenses 
	0
	5000
	6000
	7000
	8000
	9000
	7000

	Taxation paid
	0
	0
	0
	18000
	0
	0
	0

	Interest payments
	1000
	1000
	1000
	1000
	1000
	1000
	1000

	Shop refurbishment
	0
	15000
	12000
	10000
	0
	0
	0

	Cash surplus (deficit)
	158425
	16163
	6988
	28725
	4900
	2813
	53550

	Opening balance
	-30000
	128425
	144588
	151576
	180301
	185201
	188014

	Closing balance
	128425
	144588
	151576
	180301
	185201
	188014
	241564

	
	158425+-30000+128425
	16163+128425+144588
	6988+144588+151576
	28725+151576+180301
	4900+180301+185201
	2813+185201+188014
	53550+188014+241564



[bookmark: _Toc224891125]8.3. Appendix 3: Budgeted Income Statement
	
	      £
	      £

	
	
	

	 Sales   
	
	1470000

	
	
	

	less : cost of goods sold
	
	

	    Opening Stock
	100000
	

	    Purchases 
	1170000
	

	    Closing Stock
	388000
	

	
	
	882000

	
	
	

	Gross Profit
	
	588000

	
	
	

	Sundry Income
	
	

	    Commission Received
	0
	

	    Interest Received
	0
	

	
	
	0

	
	
	588000

	
	
	

	Less : expenses
	
	

	Administrative Expenses
	159000
	

	Credit Card Expenses
	12861
	

	Interest Expenses
	6000
	

	Selling Expenses
	45000
	

	Total Expenses
	
	222861

	
	
	

	
	
	

	Net Profit
	
	365139
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