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[bookmark: _Toc223790153]Introduction
Budget and financial management are vital to the long-term success of any business, especially Silver Stitch Ltd, a company that deals with retail of high-quality casual clothes. The company still has a negative balance of overdraft of approximately 30,000 to clear before the close of the month of December, and therefore, the dilemma of maximizing sales against good cost control. Silver Stitch Ltd has included in the financial planning process, the preparation of detailed stock and cash budgets, a budgeted Profit and Loss account of the period July to December.
The purpose of this report is to review the budget process of the Silver Stitch Ltd and determine the challenges that may arise in the next six months to understand the financial situation (Thanh, 2024). It will examine concern of cash flow, inventory management and operational costs, and determine whether the present budgeting approach is effective or not. The report will also critically assess traditional budgeting frameworks within the dynamic business environment setting and offer alternative mechanisms to improve flexibility, responsiveness and in line with long-term strategic objectives.
By making decisions to solve these problems and implement an approach to budgeting that is more dynamic, Silver Stitch Ltd will be able to guarantee their financial health as well as control their overdraft and ensure a robust growth in the future.


[bookmark: _Toc223790154]TASK
[bookmark: _Toc223790155]a) Preparation of Stock budget, cash budget and budgeted Profit & Loss Account 
[bookmark: _Toc223790156]Stock and Cash Budget
[bookmark: _Toc223790157]Stock budget
Stock budget will give a breakdown of stock management of Silver Stitch Ltd in the next six months. This entails sales income, gross profit, cost of goods sold (COGS) and opening and closing stock balance per month (Upul W.A.P, 2025). It is calculated on a gross profit margin of 40% leaving 60% to COGS. The COGS are computed by subtracting the purchases in addition to the opening stock per month to get the closing stock.
[bookmark: _Toc223788261]Table 1: Stock budget
	Stock budget

	 
	Sales
	Gross profit (40%)
	COGS (Sales - Gross profit)
	Opening stock
	Purchases
	Closing stock (Opening +Purchases -COGS)

	July
	 £  210,000.00 
	 £    84,000.00 
	 £                  126,000.00 
	 £    100,000.00 
	 £ 180,000.00 
	 £                                      154,000.00 

	August
	 £  230,000.00 
	 £    92,000.00 
	 £                  138,000.00 
	 £    154,000.00 
	 £ 170,000.00 
	 £                                      186,000.00 

	September
	 £  260,000.00 
	 £  104,000.00 
	 £                  156,000.00 
	 £    186,000.00 
	 £ 200,000.00 
	 £                                      230,000.00 

	October
	 £  240,000.00 
	 £    96,000.00 
	 £                  144,000.00 
	 £    230,000.00 
	 £ 210,000.00 
	 £                                      296,000.00 

	November
	 £  250,000.00 
	 £  100,000.00 
	 £                  150,000.00 
	 £    296,000.00 
	 £ 190,000.00 
	 £                                      336,000.00 

	December
	 £  280,000.00 
	 £  112,000.00 
	 £                  168,000.00 
	 £    336,000.00 
	 £ 220,000.00 
	 £                                      388,000.00 



Interpretation of Stock Budget
The stock budget provides the management of Silver Stitch Ltd with its inventory management planning within the sales and cost of goods sold (COGS) during the next six months.
Sales and COGS: Sales revenue increases to £280,000 in December and it was 180,000 in July. At a level of 40 percent, gross profit begins at the level of 84,000 in July and rises to 112,000 in December. The 60 percent of the sales (COGS) increases by £126,000 to £168,000 within the same period.
Stock Management: The opening stock in July is 100,000, the monthly purchases will be 180000 in July and will rise to 220000 in December. It is supported by the higher sales with the closing stock growing between £154,000 in July and £388,000 in December. Although the stock level is rising, Silver Stitch Ltd should be able to control this to ensure that there is no excess inventory that is likely to strain the cash flow.
Trends: The consistent increase in purchases and closing stock in each month indicates a predictable increase in sales. But it is important that the company is not overstocking and this may either cause an increment in the cost of holding or the liquidity (Lijuan et al., 2023).

[bookmark: _Toc223790158]Cash budget
The cash budget of Silver Stitch Ltd gives the details of the cash inflows and outflows and provides an overview of the liquidity position of the company over the next six months. The sources of cash inflows are mainly sales revenue whereas cash outflows are cash payments to suppliers, credit card sales interest, loan payments, administrative and selling costs, taxes, and costs to refurbish stores (Oriekhova and Golovko, 2022). The net cash flow in each month is obtained by deducting the total outlays in each month with the total inflows and the closing and opening balances are changed respectively.
[bookmark: _Toc223788262]Table 2: Cash budget
	Cash budget for the six months to 31 December

	 Particulars 
	 July 
	 Aug 
	 Sept 
	 Oct 
	 Nov 
	 Dec 
	 Total 

	 Cash inflows 
	 
	 
	 
	 
	 
	 
	 

	 Sales income  
	 £ 210,000.00 
	 £ 230,000.00 
	 £ 260,000.00 
	 £ 240,000.00 
	 £ 250,000.00 
	 £  280,000.00 
	 £ 1,470,000.00 

	 Total cash Inflows 
	 £ 210,000.00 
	 £ 230,000.00 
	 £ 260,000.00 
	 £ 240,000.00 
	 £ 250,000.00 
	 £ 280,000.00 
	 £ 1,470,000.00 

	 
	 
	 
	 
	 
	 
	 
	 

	 Cash outflows 
	 
	 
	 
	 
	 
	 
	 

	 Payment to suppliers (W.N 1) 
	 £ 150,000.00 
	 £ 180,000.00 
	 £ 170,000.00 
	 £ 200,000.00 
	 £ 210,000.00 
	 £ 190,000.00 
	 £ 1,100,000.00 

	 Interest Charges on credit card sales (W.N. 2) 
	 £      1,837.50 
	 £      2,012.50 
	 £      2,275.00 
	 £      2,100.00 
	 £      2,187.50 
	 £      2,450.00 
	 £        12,862.50 

	 Loan monthly instalment (including interest) 
	 £      5,000.00 
	 £      5,000.00 
	 £      5,000.00 
	 £      5,000.00 
	 £      5,000.00 
	 £      5,000.00 
	 £        30,000.00 

	 Admin expenses after dep (W.N 3) 
	 £    17,000.00 
	 £    18,000.00 
	 £    19,000.00 
	 £    20,000.00 
	 £    21,000.00 
	 £    22,000.00 
	 £      117,000.00 

	 Selling expenses (W.N 4) 
	 £      5,000.00 
	 £      6,000.00 
	 £      7,000.00 
	 £      8,000.00 
	 £      9,000.00 
	 £      7,000.00 
	 £        42,000.00 

	 Taxation payment 
	 £                   -   
	 £                   -   
	 £    18,000.00 
	 £                   -   
	 £                   -   
	 £                   -   
	 £        18,000.00 

	 Store refurbishment  
	 £    15,000.00 
	 £    12,000.00 
	 £    10,000.00 
	 £                   -   
	 £                   -   
	 £                   -   
	 £        37,000.00 

	 Total cash outflows 
	 £ 193,837.50 
	 £ 223,012.50 
	 £ 231,275.00 
	 £ 235,100.00 
	 £ 247,187.50 
	 £ 226,450.00 
	 £ 1,356,862.50 

	 Net cash flows 
	 £    16,162.50 
	 £      6,987.50 
	 £    28,725.00 
	 £      4,900.00 
	 £      2,812.50 
	 £    53,550.00 
	 £      113,137.50 

	 Opening balance 
	-£   30,000.00 
	-£   13,837.50 
	-£      6,850.00 
	 £    21,875.00 
	 £    26,775.00 
	 £    29,587.50 
	-£       30,000.00 

	 Closing cash balance 
	-£   13,837.50 
	-£      6,850.00 
	 £    21,875.00 
	 £    26,775.00 
	 £    29,587.50 
	 £    83,137.50 
	 £        83,137.50 



Interpretation of cash budget:
The cash budget follows the cash inflows and outflows of Silver Stitch Ltd of the second half of the year, that is, between July and December, to keep the company solvent (Georgiana and Lavinia-Denisia, 2025).
Cash Inflows: Sales income is considered to be the main source of cash inflows, and this amount reaches its highest in July and December, 210,000 and 280,000, respectively. The overall sales revenue within the period is an income of 1, 470,000 which will sustain the cash flow requirements of the company.
Cash Outflows: Cash outflows consist of the payments to suppliers (£1,100,000), interest payments on credit card sales (£12,862.50), loan instalments, administrative expenses, sales expenditure and store renovations. The six months outflows are a total of 1,356,862.50. The greatest outflows are payments to suppliers and administrative expenses.
Net Cash Flow: The positive net cash flow is seen to start in July with a figure of £16,162.50 and in December with a figure of £53,550. The total net cash flow July to December equals to 113, 137.50. The company ends with a balance of cash which is a positive negative number since it starts with negative balance which was the closing balance of the company of -13,837.50 in July to a positive balance of 83,137.50 in December.
Interpretation: Silver Stitch Ltd has successfully controlled the growth of its sales which is why it passes negative cash position in July into the positive position in December where it has closing position of 83,137.50. Such a rise in cash flow is the key to dealing with its overdraft and covering financial commitments, including loan payments and supplier expenses (Barnabas and Oloyede, 2025).
To conclude, between July and December, the Silver Stitch Ltd can strike a balance between rising sales and good management of inventory and cash flow. The good positive closing balance of the cash of £83,137.50 proves the fact that the company is capable of finding the solution to its overdraft and stay on the high-level finances in the future.

[bookmark: _Toc223790159]Budgeted Profit & Loss Account for the Period Ending 31 December
The approved Profit and Loss account gives an overview of the performance expected of Silver Stitch Ltd in terms of profitability during the six-month period between July and December.
[bookmark: _Toc223788263]Table 3: Budgeted Profit & Loss Account
	[bookmark: _Hlk223788097]Budgeted Profit & Loss Account (July to dec)

	Particulars
	Amount

	Sales
	 £ 1,470,000.00 

	COGS (60%)
	 £      882,000.00 

	Gross profit (40%)
	 £      588,000.00 

	 
	 

	Expenses
	 

	Admin expenses (Excluding dep)
	 £      117,000.00 

	Selling expenses 
	 £        45,000.00 

	Taxation payments 
	 £        18,000.00 

	loan repayment
	 £        30,000.00 

	Interest on credit card sales receipt (2.5% of 35% sales)
	 £        12,862.50 

	Store refurbishment 
	 £        37,000.00 

	Depreciation (£7000 per month)
	 £        42,000.00 

	Total expenses
	 £      301,862.50 

	Net profit
	 £      286,137.50 



Interpretation:
In the six months between July and December, the budgeted Profit and loss account of Silver Stitch Ltd estimates that its total sales income will be of 1,470,000 pounds indicating constant expansion with respect to sales. The cost of goods sold (COGS) is 882,000 which is 60 percent of the total sales and the remaining gross profits are 588,000 or 40 percent of the total sales. This shows that the gross profit margin is constant meaning that the company is managing its production costs (Fridson and Alvarez, 2022).
The total operating costs incurred includes administrative cost (£117,000), selling (45,000), taxation (18,000), loan (30,000), interest on credit card sales (12,862.50), store refurbishment (37,000) and the depreciation (42,000). Such costs are required in day to day running and expansion of business.
The net profit to be earned by the Silver Stitch Ltd is likely to be 286,137.50 when all expenses are put into consideration. This high profit indicates that the company is operating well on its revenues and expenditures to make a good profit. Such financial results will assist the company to cover its overdraft and invest in future development.
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 Owing to the stock and cash budgets, Silver Stitch Ltd is likely to encounter a number of challenges in the next six months. The main problems are mainly the cash flow management, inventory control, as well as the operating cost management. These problems and recommended management measures that can be adopted to address them are analysed below.
1. Cash Flow and Overdraft Management
The negative cash flow of £30,000 in July may result in liquidity issues in the company (Lovita, Gatot Prabantoro and Karisma Devi Roswida, 2024). Although the sales will improve within the six-month period and hence enhance the cash flow, there will be no perfect alignment of inflows and outflows of the company particularly considering the high rate at which it will pay its suppliers and pay its interest.
Management Action: In order to control cash flow, Silver Stitch Ltd may enter into a long payment duration with the suppliers or take a short-term credit facility to allow the gap. Also, the process of increasing the rate of credit card collections and restricting payment conditions with the customers can contribute more to the cash inflows. This will see the company receive sufficient liquidity to meet its operating costs and to deal with the overdraft.

2. Inventory Management and Overstocking
According to the stock budget, the closing stock higher and higher, starting with the stock of 154,000 in July and 388,000 in December. Although this is in accordance with increasing sales, it might result in overstocking that liquidates precious cash in stock that is not sold.
Management Action: Silver Stitch Ltd needs to engage in stricter inventory management and it possible to adopt Just-in-Time (JIT) to reduce inventory holding costs (Ferdi Yosranindi, 2024). Inventory reviews will be conducted on a regular basis to ensure that the inventory levels are supported by the level of actual sales. The company is able to save on unnecessary inventory to release cash to other operational demands.

3. High Operating Costs
Although the net profit of the company is expected to be 286,137.50, the overall operating expenses are very high, particularly the administration costs (£117,000) and selling costs (45,000). These fixed costs may be a bigger burden to profitability in the event of a slowing growth of sales.
Management Action: To overcome this, Silver Stitch Ltd needs to address the matter of administrative costs by automating the procedures and renegotiating the contracts with the suppliers. There is also the opportunity to maximize marketing and sales, so that selling costs can be minimized in order to increase profit margins. An analysis of the discretionary spending particularly on overheads will keep the expenses within the real performance of sales.

4. Interest Payments on credit cards
Repayment of interest charged on credit card revenues (12862.50 in half a year) is a recurring expense. Such charges will be 2.5 percent of credit card sales, which will escalate with the increase in sales, straining the cash flow of a company.
Management Intervention: To limit such interest rates, the firm may motivate customers to pay in less expensive ways like bank transfers. Alternatively, the management can negotiate with credit card firms to have lower interest rates or can look into other financing sources that come with lower interest rates. The exposure to high interest payments would also be mitigated through management of the percentage of payments made using credit card and the total sales.

5. Store Refurbishment Costs
The budget has allocated the budget of refurbishing the stores at a cost of 37,000, and this will cause strain on cash flow particularly during the months that have low net cash flow. Although these refurbishments are significant towards long-term growth, it is a large capital expenditure (Balasbaneh, Sher and Li, 2025).
Management Action: Silver Stitch Ltd ought to have the refurbishment work spread out over more time so that the cost becomes more uniformly spread throughout the year. By focusing on high-traffic stores first and pushing work on less profitable stores to the backburner, it is possible to distribute financial obligations and better manage the cash flow.

[bookmark: _Toc223790161]c) Conditions and behaviour for Successful Budgeting
[bookmark: _Toc223790162]Conditions for systematic budgeting
Any budgeting system should be a success to ensure that the financial control of any given organization is successful. In order to be in a position to maximize on budgeting and budgetary control, there are some important conditions that Silver Stitch Ltd must satisfy in order to ensure the success of the system. The critical conditions to successful budgeting are listed below and four aspects of behaviour that the management should take into account during the introduction of such a system are briefly discussed below.

1. Defined Organization Objectives and Goals
To make budgeting effective, there should be clear goals and objectives within the organization that are more in line with the overall strategy of the organization. The objectives give a guide to the budgeting process and make the budget capture priorities of the business (Galuh Prabowo and Lely Ana Ferawati Ekanigsih, 2025). As seen in Silver Stitch Ltd, some of the goals that will be used to prepare the budgets will involve increasing the sales, enhancing cash flow, and ensuring that the operating costs are allocated in a manner that will help the company to achieve the strategic goals.
Condition: Silver Stitch Ltd is advised to set clear financial and working objectives which should lead the budgeting process and make sure that the budget follows the general business strategy.

2. Right Information at the Right Time
The budgets must be prepared using accurate and timely information that is critical in preparing realistic and actionable budgets. When the data upon which the budget is designed is obsolete or inaccurate, then the budget that is made will not be helpful and it will result in making poor decisions. In the case of Silver Stitch Ltd, this involves getting accurate sales projections, cost estimates and cash flow information among other things which will be required to come up with a sound budget.
Condition: The management should have reliable and timely data available and systems in place to collect and process the data should be available. Silver Stitch Ltd needs to have well developed accounting and financial systems, so that the availability of accurate information is guaranteed.

3. Participation and Communication
It involves engaging every organizational level of the organization to have a successful budgeting process. Top-down budgeting may result to resistance and lack of ownership among customers, whereas bottom-up budgeting is guaranteed to incorporate the opinion of those who are involved in the daily activities. The company should also have effective communication among the departments, and this is important in ensuring that the whole organization is moving towards similar financial objectives (Klopp, 2023).
Condition: Silver Stitch Ltd ought to promote the departmental cooperation and make the budgeting process inclusive. Engagement of managers and employees to all levels will create a sense of ownership and responsibility resulting in enhanced adherence to the budget.

4. Adaptability and Flexibility
Business environment is dynamic and a strict and set rigid budget may turn into an obstacle instead of a success tool. Budgeting requires effective adjustment to unpredictable events that might occur or modifications in the market condition. To illustrate, the Silver Stitch Ltd should be able to make adjustments in the budget in case of unforeseen demand alterations or cost variations.
Condition: Silver Stitch Ltd would be required to use a flexible budgeting technique, which is rolling forecast, where it can make any changes to the budget depending on the actual performance and the conditions.

[bookmark: _Toc223790163]Behavioural Implications in Budgeting
The management should also focus on the behaviours and attitudes of employees when addressing a budgeting system. Effective budgeting involves good planning of the budgeting process and having a motivated work force that is willing to follow and comply with the budget. There are four major behavioural aspects that the management needs to consider and they include:

1. Motivation and Engagement
Employees should be encouraged to stick to the budget, and this has to be done through good communication and even by relating the budget to the performance review and rewards (Zhou et al., 2025). Employees will feel that they will be more in charge of their performance when they realize that their actions affect the budget and they are encouraged to achieve financial targets.
Behavioural Factor: Silver Stitch Ltd ought to make employees feel that they are expected to achieve goals set in the budget by expectations and rewards on how the budget is achieved and surpassed.

2. Resistance to Change
Implementation of a new budget system can be met with opposition by the employees who might be used to present-established practices. Employee resistance to change may sabotage the effectiveness of the budgeting system in case employees fail to engage in the process or they feel that their issues are not being taken care of.
Behavioural Factor: The management should be able to successfully implement the change by communicating the advantages of the new system clearly and engage the employees in the process in order to decrease the resistance and create the acceptability.

3. Responsibility and Ownership
Budgeting should be successful by ensuring that employees have a feeling of ownership and responsibility to the budget in their respective departments. When the people are held responsible on their budgetary performance, they would have the appropriate measures to control themselves to remain within budget and deal with any variances.
Behavioural Factor: Silver Stitch Ltd ought to make managers and employees responsible in achieving their budget, they should have reporting systems and regularly review performance (Helle and Roberts, 2023).

4. Goal Setting and Realism
Budgets should be realistic and attainable because the employees will be motivated to work. Impractical goals may result in frustrations and decreased morale and non-adherence to the budget. There is need to ensure that the goals are set realistically with attainable goals as the employees must feel that the goals are realistic.

Behavioural Factor: Silver Stitch Ltd ought to make certain the budget is pegged on realistic assumptions and the targets are attainable, which leads to feeling of accomplishment upon attainment of goals. 

[bookmark: _Toc223790164]d) Evaluation of Traditional Budgeting Approaches 
Conventional ways of budgeting have historically been part and parcel of the financial management. Nonetheless, with the growing dynamic nature of the business environments, the weakness of these traditional practices has become even more evident. This is a critical analysis of the traditional budgeting and its application within a dynamic business environment with a view to identifying the flaws intrinsic in it and recommending alternatives.
1. Fixed and Inflexible Nature
There are traditional budgets usually determined on annual basis which uses past data and assumptions. Although this strategy may be effective in the stable environment, it is not as effective in the dynamic setting where market shifts and customer preferences change at a very fast pace. Annual budgets are completely static and therefore may soon be out-of-date and irrelevant causing an opportunity to be missed or the wrong resources to be allocated.
· Flaw: In the traditional budget, any change in the external environment is difficult to accommodate hence the companies find it difficult in responding to unplanned events such as market disruption or demand changes.
· Alternative: Rolling forecasts or flexible budgets that are periodically established (e.g., quarterly) enable firms to revise projections on the basis of real-time information, which can help companies ensure they remain relevant to the prevailing business environment (Ahmed, 2025).

2. Resource Intensive and Time-Consuming
The conventional budgeting can be a time and resource-intensive task. In this case, the departments are expected to present a comprehensive budget request which is consolidated and corrected by the top management. This may be an inefficient process particularly in fast moving markets where decisions must be made on time. Prioritizing line-item budgets may lead to a lack of more strategic activities which slows the decision-making process.
· Flaw: Traditional budgeting is time-consuming and consumes resources and this may cause delays and decreased flexibility of a company to make quick adjustments.
· Alternative: Simplified budgeting or beyond budgeting models, which are centred on key performance indicators (KPIs) and high-level goals, spend less time on line-item planning so that firms can allocate more time to strategic initiatives. 

3. Short-Term Focus
The traditional budgets tend to focus on short financial objectives, which are realized at the quarterly or annual revenue objectives. Although these objectives are essential, short-term outcomes may cause sub-optimality when focusing on the short term and overlooking other areas of the organizational results like research and development or marketing to achieve the short-term goals. Such emphasis on the immediate financial performance would be detrimental to the long-term growth and sustainability.
· Flaw: Traditional budgeting may promote short-term thinking causing long-term strategic investments to be at risk of being caught in the crossfire between short-term and long-term financial performance improvements.
· Alternative: A better strategy to budgeting will tie financial objectives to the long-term goals and would involve investing in growth opportunities such as innovation and customer experience which are instrumental to success in the long-term.

4. Employee Lack of Engagement and Accountability
The conventional budgets are usually pushed downwards without much consultation with the low-level managers. This absence of involvement may lead to absence of ownership and responsibility. The employees might feel detached by the budgeting process thus causing lack of motivation and in other instances, manipulation of the budget to achieve the targets without necessarily showing the actual performance or business requirements.
· Flaw: Traditional budgeting is top-down, which may decrease the level of employee buy-in and responsibility, resulting in opposition, lack of engagement, and possible distortion of the budget figures.
· Alternative: Participative budgeting where budgeting is carried out by the employees of all levels would create a sense of ownership and accountability (Silva, Mota and Moreira, 2022). This method does both individual and departmental performance in line with the entire company.

5. Excessive focus on the Financial Metrics
The traditional budget is very much concerned with financial measures including revenue, cost management and profitability. Although they are crucial metrics, financial performance can focus on other vital dimensions, including customer satisfaction, employee-engagement, and innovation. In the modern competitive business world, the non-financial measures may be equally significant towards long-term achievement.
Flaw: Traditional budgeting has been known to ignore important non-financial aspects, which are crucial in competitive advantage and growth of the business.
Useful Alternative: Use of BSC (balance scorecard) is appropriate in combining both financial and non-financial metrics and achieve a comprehensive performance analysis with meeting budgets and objective in long run.


[bookmark: _Toc223790165]Conclusion and Recommendation
From the above analysis, it is concluded that Silver Stitch Ltd is growing and using its cash resources effectively and efficiently including inventory. Operating expenses are under control during the period of six month, and company is also successful in recovering its opening overdraft balance. The use of traditional budgeting system is easy, but it cannot meet the requirement of the quickly changing business environment due to lack of flexibility as well as time consuming problems. Company can easily improve its flexibility by incorporating use of rolling budgets in place of traditional budgeting methods. These budgets stay updated within the changing actual performance of business. Just in time inventory system also needed to be implemented to decrease overstocking and increasing cash flows. With the help of optimization of the administrative processes and further research of the cost-effective marketing options, operational costs may be also optimized. Moreover, the shift to participative budgeting will promote the level of employee participation and accountability in the budget process, which will result in a sense of ownership. Through such recommendations, Silver Stitch Ltd may be in a better position to control its finances, overcome the overdraft and become a profitable business in the volatile business environment in the long term.
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[bookmark: _Toc223790167]Appendix
[bookmark: _Toc223790168]Workings for cash budget
[bookmark: _Toc223788264]Table 4: Payment to suppliers (Workings for cash budget)
	W.N. 1 Payment to suppliers

	 
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	Purchases of stock 
	 £  150,000.00 
	 £  180,000.00 
	 £  170,000.00 
	 £  200,000.00 
	 £  210,000.00 
	 £  250,000.00 
	 £  280,000.00 

	 
	 
	 
	 
	 
	 
	 
	 

	Payment to suppliers (after 1 month)
	 
	 £  150,000.00 
	 £  180,000.00 
	 £  170,000.00 
	 £  200,000.00 
	 £  210,000.00 
	 £  250,000.00 



[bookmark: _Toc223788265]Table 5: Calculation of interest charges (Workings for cash budget)
	W.N 2) Calculation of interest charges

	Particulars
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	Sales income 
	 £  180,000.00 
	 £  210,000.00 
	 £  230,000.00 
	 £  260,000.00 
	 £  240,000.00 
	 £  250,000.00 
	 £  280,000.00 

	Amount of sales using credit cards (35%)
	 £    63,000.00 
	 £    73,500.00 
	 £    80,500.00 
	 £    91,000.00 
	 £    84,000.00 
	 £    87,500.00 
	 £    98,000.00 

	 
	 
	 
	 
	 
	 
	 
	 

	Interest Charges (2.5%)
	 £      1,575.00 
	 £      1,837.50 
	 £      2,012.50 
	 £      2,275.00 
	 £      2,100.00 
	 £      2,187.50 
	 £      2,450.00 


 
[bookmark: _Toc223788266]Table 6: Calculation of administration exp (Workings for cash budget)
	W.N. 3) Calculation of administration exp after depreciation

	 
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	Admin exp including dep
	 £    22,000.00 
	 £    24,000.00 
	 £    25,000.00 
	 £    26,000.00 
	 £    27,000.00 
	 £    28,000.00 
	 £    29,000.00 

	Depreciation 
	 £      7,000.00 
	 £      7,000.00 
	 £      7,000.00 
	 £      7,000.00 
	 £      7,000.00 
	 £      7,000.00 
	 £      7,000.00 

	Admin expenses after dep
	 £    15,000.00 
	 £    17,000.00 
	 £    18,000.00 
	 £    19,000.00 
	 £    20,000.00 
	 £    21,000.00 
	 £    22,000.00 



[bookmark: _Toc223788267]Table 7: Payment of selling expenses (Workings for cash budget)
	W.N. 4) Payment of selling expenses

	 
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	Selling expenses
	 £      5,000.00 
	 £      6,000.00 
	 £      7,000.00 
	 £      8,000.00 
	 £      9,000.00 
	 £      7,000.00 
	 £      8,000.00 

	 
	 
	 
	 
	 
	 
	 
	 

	Payment to suppliers (after 1 month)
	 
	 £      5,000.00 
	 £      6,000.00 
	 £      7,000.00 
	 £      8,000.00 
	 £      9,000.00 
	 £      7,000.00 



[bookmark: _Toc223790169]Profit and loss workings
[bookmark: _Toc223788268]Table 8: Calculation of expenses (Workings for profit and loss)
	Calculation of expenses

	Particulars
	July
	Aug
	Sept
	Oct
	Nov
	Dec
	Total

	Admin expenses (less dep)
	17000
	18000
	19000
	20000
	21000
	22000
	117000

	Selling expenses 
	6000
	7000
	8000
	9000
	7000
	8000
	45000

	Taxation payments 
	0
	0
	18000
	0
	0
	0
	18000

	Instalments (including interest)
	5000
	5000
	5000
	5000
	5000
	5000
	30000

	Store refurbishment 
	15000
	12000
	10000
	0
	0
	0
	37000
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