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[bookmark: _Toc115682910][bookmark: _Toc162543645]Executive Summary
The purpose of this report is to analyse Edwards' stock budget, cash budget and budgeted Profit & Loss Account for the upcoming six-month period ending 30 November. The analysis aims to identify potential challenges and opportunities facing the organization and propose actionable recommendations to address them effectively.

[bookmark: _Int_u48MPMmt]The examination of Edwards' stock budget reveals notable trends in inventory management, with a significant increase in closing stock levels suggesting potential concerns regarding overstocking and inventory turnover. Concurrently, the cash budget indicates recurring deficits, indicating possible cash flow challenges that may impact the organization's financial stability. Moreover, while the budgeted Profit & Loss Account displays a positive operating profit, slim profit margins underscore the need for cost control measures and strategic planning to enhance profitability and ensure long-term viability.

To mitigate these challenges and capitalize on opportunities for improvement, management is advised to implement proactive strategies, including optimizing inventory levels, implementing stringent cash flow management practices, and streamlining operating expenses. Additionally, developing a strategic plan aligned with long-term business objectives and fostering a supportive organizational culture characterized by clear communication, empowerment, and recognition will be crucial for success.

By adopting these recommendations and addressing identified challenges, Edwards can enhance its financial performance, drive operational efficiency, and position itself for sustainable growth in the dynamic business environment.
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[bookmark: _Toc162543646]Introduction
In the contemporary landscape of business, characterized by rapid technological advancements, globalization, and increasing market volatility, organizations encounter a plethora of challenges in sustaining growth and remaining competitive. Amidst this dynamic environment, the process of financial planning and control emerges as a fundamental aspect of organizational management. At its core lies the budgeting process, which serves as a fundamental tool for guiding financial decisions, allocating resources efficiently, and assessing performance over a specific period.

[bookmark: _Int_JmdWxeSc]Traditional budgeting methods, including incremental budgeting, static budgeting, top-down budgeting, and annual budgeting cycles, have traditionally been the bedrock of financial management practices in many organizations. These approaches have provided a structured framework for setting financial targets, managing expenditures, and aligning resources with strategic objectives. However, as the business landscape evolves and becomes increasingly complex, questions arise regarding the adaptability and effectiveness of these traditional budgeting methodologies.

The purpose of this report is to delve deeply into the critical analysis of traditional budgeting approaches within the contemporary business context. By examining the inherent strengths and limitations of these methods, the report aims to shed light on their relevance and applicability in today's fast-paced and uncertain environment. Additionally, it seeks to explore alternative budgeting models and emerging best practices that may better suit the needs of modern organizations.
[bookmark: _Int_sMe79rsO]A budget is a tool utilized to predict the financial outcomes and status of an organization for an upcoming timeframe. It aids in both planning and assessing performance, encompassing various aspects such as investing in assets, launching new products, employee training, implementing incentive schemes, overseeing operations, and more (Bradshaw, 2018).

[bookmark: _Int_MxC5MN4k]To provide a comprehensive understanding of the subject matter, the report begins by contextualizing the significance of budgeting within the broader framework of financial management and organizational strategy. It delves into the pivotal role of budgeting in facilitating decision-making, optimizing resource allocation, and evaluating organizational performance. By highlighting the strategic importance of budgeting, the report aims to underscore its role as a critical driver of organizational success and competitiveness.

Furthermore, the introduction outlines the key objectives and structure of the report, delineating the scope of analysis and the methodology employed. By setting the stage for the subsequent discussion, the introduction aims to provide readers with the necessary background information and context to comprehend the intricacies of traditional budgeting approaches and their implications in today's rapidly evolving business landscape. Through a comprehensive examination of traditional budgeting methods and their contemporary relevance, the report aims to offer valuable insights and recommendations to support informed decision-making and strategic planning in modern organizations.
In this report, calculations of the Stock budget, Cost budget, and the budgeted Profit & Loss Account are shown.
A stock budget typically refers to a financial plan or allocation of funds specifically designated for the purchase and management of stock or inventory within a business or organization. This budget outlines the anticipated expenditures related to acquiring, storing, and distributing stock to meet demand and maintain optimal inventory levels. It may encompass factors such as procurement costs, storage expenses, transportation fees, and any other associated costs relevant to stock management. The stock budget plays a crucial role in ensuring efficient inventory management and meeting customer demand while optimizing financial resources (Mayo, 2023).
[bookmark: _Int_nNO475yv]A cash budget is a financial plan that outlines the expected cash inflows and outflows of an individual, business, or organization over a specific period, typically on a monthly or quarterly basis. It serves as a tool for managing and projecting cash flow, helping to ensure that there is enough cash available to cover expenses and obligations as they arise. A cash budget considers various sources of cash, such as sales revenue, investments, and financing, as well as anticipated expenditures like operating expenses, loan payments, and purchases of goods or services. By forecasting cash flows, a cash budget enables proactive decision-making to effectively allocate resources, manage liquidity, and avoid potential cash shortages or overages (Accountingtools, 2023).
The budgeted Profit & Loss Account, also known as the budgeted income statement or forecasted income statement, is a financial projection that outlines the expected revenues, expenses, and resulting net income or loss for a specific period. It provides a forecast of the financial performance of an individual, business, or organization based on anticipated sales, costs, and other factors. The budgeted Profit & Loss Account typically includes revenue projections from sales, interest, and other sources, as well as various categories of expenses such as cost of goods sold, operating expenses, taxes, and interest payments. By estimating future financial performance, the budgeted Profit & Loss Account helps in planning, decision-making, and evaluating the overall financial health and viability of the entity (Fernando, 2024).








[bookmark: _Toc115682912][bookmark: _Toc162543647]Main Findings
[bookmark: _Toc162543648]A. Budget Preparation:

[bookmark: _Toc162543649]The stock budget for the six months to 30 November is:
	
	June
	July
	Aug
	Sept
	Oct
	Nov

	
	£000
	£000
	£000
	£000
	£000
	£000

	Opening balance
	      125
	123 
	104 
	118 
	164 
	197 

	Stock purchased
	      180 
	170  
	203 
	200 
	180 
	195 

	
	 
	  
	 
	 
	 
	 

	Cost of Stock sold
	305
	293
	307
	318
	344
	392

	(70% of sales)
	(182)
	(189)
	(189)
	(154)
	(147)
	(133)

	 Closing stock
	123   
	104   
	118     
	164
 
	197 
	259

 


[bookmark: _Toc162543650] The cash budget for the period to 30 November is:


	
	June
	July
	Aug
	Sept
	Oct
	Nov

	
	£000
	£000
	£000
	£000
	£000
	£000

	[bookmark: _Hlk162374161]Cash receipts 
Sales net of  
	
255 
	
265 
	
265 
	
216 
	
206 
	
186 

	Cash payments
Administration  
	(21)
	(20)
	(18)
	(19)
	(19)
	(17)

	Stock purchased  
	(205)
	(180)
	(170)
	(203)
	(200)
	(180)

	Repayments of loan  
	(7)
	(7)
	(7)
	(7)
	(7)
	(7)

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

	Taxation paid
	-
	-
	(20)
	-
	-
	-

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

	Shop refurbishment
	  (34) 
	  (26)
	 (18)
	        -    
	       -
	       -

	Cash surplus (deficit)
	   (22)
	23 
	23 
	(21) 
	(27) 
	(25) 

	Opening balance
	(25) 
	(47) 
	(24) 
	(1) 
	(22) 
	(49) 

	Closing balance
	(47) 
	(24) 
	(1) 
	 (22)
	(49) 
	(74)



 







[bookmark: _Toc162543651][bookmark: OLE_LINK1][bookmark: OLE_LINK2]The budgeted Profit & Loss Account for the six months ending 30 November is:
	
	£000
	Calculation

	Sales 
	1420 
	 

	Cost of goods sold
	(994)
	

	Gross profit
	426 
	                                       

	Selling expenses
	(41)
	 

	Admin Expenses
	(144)
	 

	Credit card charges
	 (26)
	                                         

	Operating profit
	215 
	

	Interest payable
	   (8)

	Profit for the period
	207 
	





ALL CALCULATION IN APPENDICES














[bookmark: _Toc162543652]B. Analysis of Potential Problems and Management Solutions:
The challenge was highlighted by the calculations and explored potential management strategies to tackle them, considering the specific points provided.
Elimination of Bank Overdraft: A bank overdraft refers to a temporary borrowing facility extended by a bank to an account holder when the checks drawn on the account surpass the available cash balance. This overdraft represents a short-term debt obligation that must be repaid within a time. Interest charges apply to overdraft amounts, which can be settled by depositing funds to cover the deficit (Vance, 2020). Edwards aims to eliminate the bank overdraft by the end of October, a positive step to reduce reliance on external financing. To achieve this, management should closely monitor cash flow and consider actions such as negotiating better payment terms with suppliers or accelerating cash collections from customers. Variations in sales figures throughout the period should be analysed to understand underlying trends and adjust sales strategies accordingly. The cash budget reveals deficits in October and November, indicating potential cash flow challenges. 
[bookmark: _Int_cWBCsV99]Cash flow refers to the movement of cash into and out of a business over a specific period. It is a crucial measure of a company's financial health and liquidity, reflecting its ability to generate cash from its operations, investments, and financing activities (Rattray, 2023).

Stock Levels: While stock levels have fluctuated over the six months, it is essential to determine whether Edwards has maintained the preferred minimum level for each of the last three months. If stock levels consistently fall below the preferred minimum, it could lead to stockouts and lost sales opportunities. Management should review inventory management practices to ensure optimal stock levels while minimizing holding costs and obsolescence risks (Choubey, 2024).

Profit & Loss Account Analysis: The budgeted Profit & Loss Account indicates a healthy gross profit margin, but the ratio of sales to profit should be assessed to determine if it is sufficient to cover operating expenses and generate a satisfactory return. Management should analyse cost structures, identify opportunities for cost savings, and consider adjusting pricing strategies if necessary to improve profitability (Kehoe, 2022).

Refit Recommendations: The timing of the shop refurbishment should be carefully evaluated to minimize its impact on cash flow and business operations. While refurbishments can enhance the customer experience and drive future sales, management should ensure that the spending is manageable within the budgeted period. Consideration should also be given to potential disruptions during the refit process and strategies to mitigate them.

Administration Expenses: Management should review administration expenses to ensure they are appropriate and in line with operational requirements. Any unnecessary or excessive expenses should be identified and eliminated to improve cost efficiency. Reductions in overhead expenses will indeed have a beneficial effect on cash flows, freeing up funds for other essential activities or investments (TUOVILA, 2022).

By addressing these specific issues proactively, Edwards can mitigate potential risks and improve its financial performance over the next six months. Regular monitoring and adjustments based on actual performance will be crucial to ensure success.
Capital budgeting theory focuses on the process of evaluating and selecting investment projects that maximize the value of the firm. It provides frameworks and techniques for analysing investment opportunities, such as Net Present Value (NPV), Internal Rate of Return (IRR), and Payback Period. In budgeting, capital budgeting theory informs decisions about allocating financial resources to long-term investments and projects, ensuring that capital expenditures align with strategic objectives and generate positive returns for the organization. Edwards may face challenges in allocating financial resources effectively, especially in terms of capital expenditures and long-term investments. Applying capital budgeting techniques such as NPV and IRR could help prioritize investment projects and ensure that resources are allocated to initiatives with the highest potential returns (SEKHAR, 2020).

[bookmark: _Int_pymrEbHG]Edwards may encounter risks associated with its budget projections, such as revenue uncertainties, cash flow fluctuations, and cost overruns. By considering the risk-return trade-off, management can assess the level of risk tolerance and make informed decisions about balancing risk and reward in budgeting processes. The risk-return trade-off principle suggests that higher returns are typically associated with higher levels of risk. In budgeting, this principle informs decisions about balancing risk and reward when allocating financial resources. Managers must assess the riskiness of investment opportunities and consider factors such as volatility, uncertainty, and potential losses when setting budget targets and making investment decisions.






[bookmark: _Toc162543653]C. Conditions for Successful Budgeting and Budgetary Control:
For a system of budgeting and budgetary control to be successful, certain conditions must be present within an organization. Additionally, management needs to consider various behaviors of people when introducing such a system. Here are some critical conditions and behavioral considerations:
Conditions for Successful Budgeting and Budgetary Control:

Clear Organizational Goals and Objectives: Budgeting serves as a tool for translating strategic goals and objectives into tangible financial targets. Without a clear understanding of the organization's mission, vision, and strategic direction, budgeting efforts can lack coherence and fail to drive the desired outcomes. Therefore, organizations must establish and communicate their overarching goals effectively, ensuring that budgeting efforts are aligned with these strategic imperatives (Stobierski, 2021).
When considering the behaviors of people within the organization, goal-setting theory can inform discussions about the importance of setting clear and achievable budget targets. By establishing meaningful goals and providing employees with a sense of purpose and direction, management can motivate individuals to actively participate in budgeting and strive for performance excellence.

Effective Communication and Participation: Successful budgeting requires active involvement and buy-in from stakeholders across the organization. When employees understand the rationale behind budgetary targets and feel that their input is valued, they are more likely to commit to achieving those targets. This necessitates transparent communication channels and mechanisms for soliciting feedback and contributions from various levels and departments within the organization. By fostering a culture of collaboration and participation, organizations can harness the collective intelligence of their workforce to develop more accurate and realistic budgets (Pupkin, 2024).

Accurate and Timely Information: Budgeting decisions are only as good as the data upon which they are based. Therefore, organizations must invest in robust systems for collecting, analyzing, and reporting financial and operational information. Timeliness and accuracy are paramount, as outdated, or erroneous data can lead to flawed budgetary forecasts and decisions. By leveraging technology and data analytics tools, organizations can streamline the budgeting process and ensure that budgets are grounded in reliable information (Gov.uk, 2023).

Flexibility and Adaptability: In today's fast-paced and dynamic business environment, rigid budgeting frameworks can quickly become obsolete. Organizations must be able to adapt their budgets in response to changing market conditions, competitive pressures, and internal developments. This requires a degree of flexibility built into the budgeting process, allowing for adjustments and revisions as circumstances evolve. By adopting a rolling forecasting approach or incorporating scenario planning techniques, organizations can enhance their agility and responsiveness to emerging opportunities and threats (Brixx, 2023).

Behavioral Considerations:

Resistance to Change: Introducing a new budgetary control system can often cause resistance from employees who are accustomed to existing processes or perceive the change as threatening. Resistance may stem from fear of job loss, concerns about increased scrutiny, or simply inertia. To mitigate resistance, management must communicate the rationale for the change effectively, address employees' concerns empathetically, and involve them in the decision-making process wherever possible. By providing training and support to help employees adapt to the new system, management can foster a culture of continuous improvement and innovation (Warrick, 2023).

Motivation and Incentives: Employees' motivation to achieve budgetary targets can be influenced by a variety of factors, including the clarity of goals, the perceived fairness of rewards, and the alignment of incentives with individual and organizational objectives. Monetary incentives, such as bonuses or profit-sharing schemes, can provide tangible rewards for achieving budgetary targets. However, non-monetary incentives, such as recognition, career advancement opportunities, or increased autonomy, can also play a significant role in motivating employees to perform at their best. Management needs to tailor incentive structures to the unique needs and preferences of their workforce, ensuring that rewards are perceived as meaningful and attainable (Marr, 2022).

Budgetary Slack: Budgetary Slack refers to the deliberate padding of budget estimates to create a buffer against uncertainty or to make performance targets appear more achievable (KENTON, 2021). While some degree of conservatism in budgeting is natural and necessary to account for unforeseen contingencies, excessive slack can undermine the integrity of the budgeting process and distort performance evaluations. To combat budgetary slack, management must foster a culture of transparency and accountability, where employees feel empowered to challenge unrealistic targets and openly discuss potential risks and constraints. By encouraging honest and open communication, organizations can reduce the temptation to engage in manipulative budgeting practices and promote a more accurate assessment of performance.

Responsibility and Accountability: Budgeting involves allocating resources and setting targets for various departments and individuals within the organization. Clear lines of responsibility and accountability are essential to ensure that budgetary targets are met and that resources are utilized efficiently. By assigning ownership of budgetary targets to specific individuals or teams, management can create a sense of accountability and empower employees to take ownership of their performance. Regular performance reviews and feedback mechanisms can further reinforce accountability and enable timely course corrections when performance deviates from expectations. Additionally, fostering a culture of trust and transparency can encourage employees to take ownership of their budgetary responsibilities and actively seek opportunities for improvement (Guilding, 2024).

In conclusion, successful budgeting and budgetary control require a combination of conducive organizational conditions and an understanding of human behavior. By aligning budgeting efforts with strategic goals, fostering open communication and participation, leveraging accurate and timely information, and embracing flexibility and adaptability, organizations can enhance the effectiveness of their budgeting processes. Similarly, by addressing behavioral considerations such as resistance to change, motivating employees through incentives, combating budgetary slack, and promoting responsibility and accountability, management can create an environment where budgeting serves as a valuable tool for driving performance and achieving organizational objectives.




[bookmark: _Toc162543654]D. Evaluation of Traditional Budgeting Approaches:
Traditional approaches to budgeting, such as incremental budgeting or static budgeting, have been widely used by organizations for decades. However, in today's fast-changing business environment characterized by rapid technological advancements, global competition, and economic uncertainty, these traditional budgeting methods are increasingly being criticized for their limitations and shortcomings. Let us evaluate traditional approaches to budgeting in this context and discuss their inherent flaws:

[bookmark: _Toc162543655]Incremental Budgeting:

Traditional Approach: Incremental budgeting involves adjusting the previous period's budget based on incremental changes in costs or revenues. It assumes that historical patterns will continue.
Inherent Flaws: Incremental budgeting tends to perpetuate existing resource allocations and may fail to account for changing business conditions or emerging opportunities. It can lead to budgetary inertia, where resources are allocated inefficiently or ineffectively due to a lack of strategic alignment (Educationleaves, 2021).
[bookmark: _Toc162543656]Static Budgeting:

Traditional Approach: Static budgeting sets fixed targets for revenues and expenses based on a single set of assumptions or forecasts at the beginning of the budget period (KAGAN, 2021).
Inherent Flaws: Static budgeting is inflexible and does not allow for adjustments in response to changes in market conditions or unforeseen events. It can result in budgetary variances that are solely attributed to external factors rather than managerial decisions or actions.
[bookmark: _Toc162543657]Top-Down Budgeting:

Traditional Approach: Top-down budgeting involves senior management setting budget targets and cascading them down to lower levels of the organization.
Inherent Flaws: Top-down budgeting may lead to a lack of buy-in and ownership at the operational level, as budget targets are imposed without sufficient input or understanding of local conditions. This can stifle innovation and creativity among frontline employees who are closer to customer needs and market dynamics (Khan, 2023).
[bookmark: _Toc162543658]Annual Budgeting Cycles:

Traditional Approach: Annual budgeting cycles typically involve the development of detailed budgets for the upcoming fiscal year, often based on long-term strategic plans.
Inherent Flaws: Annual budgeting cycles can be time-consuming and resource-intensive, diverting management's attention away from more strategic activities. Moreover, they may not be responsive enough to rapid changes in the business environment, rendering budgets obsolete before the fiscal year is over (Borad, 2022).
[bookmark: _Toc162543659]Focus on Inputs Rather Than Outcomes:

Traditional Approach: Traditional budgeting methods often focus on inputs, such as expenditures and resource allocations, rather than outcomes or performance metrics.
Inherent Flaws: By prioritizing inputs over outcomes, traditional budgeting methods may inadvertently incentivize cost-cutting measures that compromise quality or innovation. This can result in short-term thinking and undermine the organization's long-term competitiveness and sustainability (Pwc, 2024).

The Efficient Market Hypothesis posits that financial markets are efficient and that asset prices reflect all available information. In the context of budgeting, EMH suggests that market prices provide valuable information for forecasting revenues, expenses, and cash flows. Managers can use market-based data, such as stock prices and interest rates, to make informed decisions and incorporate market expectations into budgeting processes (Chinas, 2019).
[bookmark: _Int_X8Du6rN5]In evaluating traditional budgeting approaches, EMH can provide insights into the limitations of relying solely on historical data or forecasts in budgeting processes. By acknowledging the efficiency of financial markets in incorporating new information, organizations can recognize the need for flexibility and adaptability in budgeting practices to respond to changing market conditions.
[bookmark: _Int_CyYGp9ja]The Modigliani-Miller Theorem states that, under certain assumptions, the value of a firm is independent of its capital structure. While primarily applied in corporate finance, the theorem has implications for budgeting decisions related to financing activities. It suggests that the mix of debt and equity financing used to fund operations and investments should be determined based on factors such as risk tolerance, cost of capital, and financial flexibility (CFI, 2024).
The Modigliani-Miller Theorem can be applied to assess the implications of traditional budgeting methods on capital structure decisions. By recognizing that the value of a firm is independent of its capital structure under certain conditions, organizations can evaluate the impact of budgeting decisions on financing activities and long-term financial performance.
In conclusion, traditional approaches to budgeting have several inherent flaws that limit their effectiveness in today's fast-changing business environment. These flaws include inflexibility, lack of responsiveness, top-down imposition, focus on inputs rather than outcomes, and budgetary inertia. To address these shortcomings, organizations are increasingly exploring alternative budgeting approaches, such as rolling forecasts, zero-based budgeting, beyond budgeting, or activity-based budgeting, which offer greater flexibility, agility, and alignment with strategic objectives.













[bookmark: _Toc162543660]Conclusion
In analysing Edwards' stock budget, cash budget, and budgeted Profit & Loss Account for the next six months, several potential problems and challenges become apparent.

Stock Management: The closing stock figures indicate a significant increase over the opening stock balance, which may suggest overstocking or slow inventory turnover. This could tie up capital and warehouse space, leading to increased holding costs and potentially obsolete stock issues (Xero, 2024).

Cash Flow Concerns: The cash budget reveals a recurring deficit for several months, indicating potential cash flow challenges. This shortfall could lead to difficulties in meeting financial obligations such as loan repayments, supplier payments, and operating expenses, jeopardizing the company's financial stability (Studysmarter, 2024).

[bookmark: _Int_5YKC5W9j]Profitability Pressures: While the budgeted Profit & Loss Account shows a positive operating profit, it is crucial to note the tight margins, especially considering the high costs of goods sold relative to sales revenue. This indicates slim profitability and leaves little room for unforeseen expenses or economic downturns (Oguche, 2022).

To address these challenges, management could take several proactive measures:

Inventory Optimization: Conduct a thorough analysis of inventory levels and demand patterns to optimize stock levels. Implement inventory management techniques such as Just-In-Time (JIT) to reduce holding costs and improve cash flow (Linworks, 2023).

Cash Flow Management: Implement stringent cash flow management practices, including monitoring receivables and payables, negotiating extended payment terms with suppliers, and exploring financing options to bridge cash flow gaps (Ruparelia, 2023).

Cost Control: Review and streamline operating expenses, including administration, selling expenses, and overhead costs. Identify areas for cost reduction or efficiency improvements to enhance profitability margins (Kenton, 2022).

Strategic Planning: Develop a strategic plan that aligns budgetary goals with long-term business objectives. This could involve diversifying product offerings, expanding into new markets, or investing in technology and infrastructure to drive growth and competitiveness (Martins, 2024).

In addition to these strategic actions, management needs to create a conducive environment for successful budgeting and budgetary control. This includes:

Clear Communication: Foster open communication channels to ensure that budgetary goals and expectations are communicated throughout the organization (Butler, 2023).

Empowerment and Accountability: Empower employees at all levels to take ownership of budgetary targets and outcomes. Encourage a culture of accountability where individuals are held responsible for their contributions to budget performance (Aaron De Smet, 2020).

Training and Development: Provide training and support to employees to enhance their financial literacy and budget management skills. This will enable them to make informed decisions and contribute effectively to budgetary processes (Pierce, 2021).

Recognition and Incentives: Recognize and reward individuals and teams for achieving budgetary targets and demonstrating cost-saving initiatives or revenue-generating activities. This will motivate employees to actively engage in budgetary control efforts and drive performance improvements.

In conclusion, addressing the challenges highlighted in Edwards' budgetary projections requires a combination of strategic planning, operational efficiency, and effective budgetary control measures. By implementing proactive management actions and fostering a supportive organizational culture, Edwards can overcome these challenges and position itself for sustainable growth and success in the future (CIPD, 2022).
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[bookmark: _Toc162543662]Appendices
[bookmark: _Toc162543663]Calculation:
[bookmark: _Toc162543664]Cost of Stock sold. 
260*70%=182,270*70%=189, 270*70%=189,220*70%=154, 210*70%=147, 190*70%=133
[bookmark: _Toc162543665]Sales net of. 
260*0.5*3%= (4.68) =5     260-5=255
[bookmark: _Hlk162373879]270*0.6*3%= (4.86) =5       270-5=265
270*0.6*3%= (4.86) =5       270-5=265
220*0.6*3%== (3.96) =4     220-4=216
210*0.6*3%= (3.78) =4       210-4=206
190*0.6*3%= (3.52) =4       190-4=186
[bookmark: _Toc162543666]Administration
26-5=21,25-5=20,23-5=18,24-5=19,24-5=19,22-5=17
[bookmark: _Toc162543667]Cash surplus.
255-21-205-7-9-1-34= (22)
265-20-180-7-8-1-26=23
265-18-170-7-8-20-1-18=23
216-19-203-7-7-1= (21)
206-19-200-7-6-1= (27)
186-17-180-7-6-1= (25)
[bookmark: _Toc162543668]Sales

260+270+270+220+210+190=1420
[bookmark: _Toc162543669]Cost of goods sold
1420*70%=994

[bookmark: _Toc162543670]Gross profit
30%*1420=426
[bookmark: _Toc162543671]Selling expenses
8+8+7+6+6+6=41
[bookmark: _Toc162543672]Admin expenses
26+25+23+24+24+22=144
[bookmark: _Toc162543673]Credit card charge 

1420*60%*3%= (25.56) =26
[bookmark: _Toc162543674]Operating profit
426-41-144-26=215
[bookmark: _Toc162543675]Interest payable 
6*7*20%= (8.4) =8
[bookmark: _Toc162543676]Profit for the period 
215-8=207
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