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Executive Summary

This report examines the financial planning and budgeting challenges facing Silver Stitch Ltd, a chain of twelve premium casual clothing stores, as it works to repay a £30,000 bank overdraft by 31 December. Using the company’s existing projections, budgets have been prepared from July to December, covering stock movements, cash flows, and overall profitability. 

The stock budget shows inventory levels climbing from £100,000 to £388,000, an increase of £288,000 over six months. This excessive stock build-up ties up cash and raises the risk of obsolescence in a trend-driven market. The cash budget, starting from an adjusted July opening balance of -£26,600, reveals short-term liquidity strain with negative closing balances in July and August. However, strong sales receipts and controlled outflows led to steady improvement, achieving a positive balance of £86,600 by December and the ability to meet the bank’s deadline. The budgeted profit and loss statement projects total sales of £1,470,000, gross profit of £ 588,000, and an after-tax profit of £347,100, confirming the company’s underlying performance.

The key issues the company faces are poorly timed refurbishment projects, over-purchasing of stock, credit card fees and rising administrative costs, which are eroding its margins. The traditional budgeting technique used is rigid, demands significant resources and time, and has the potential to trigger dysfunctional behaviours that limit responsiveness in a volatile retail environment.

Recommendations include a revision of stock purchase to target levels, rescheduling refurbishments, negotiating extended supplier credit terms, and shifting towards adaptive budgeting techniques like rolling forecasts and activity-based budgeting.
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Budgeting has traditionally been one of the most widely used tools in organisations for planning and control. Businesses have relied on structured financial plans or budgets to estimate revenues, expenses, allocate resources, and monitor performance against preset targets (Drury, 2021). The conventional methods follow an annual cycle in which financial projections are prepared using historical data, management expectations, and departmental forecasts. While this approach has helped organisations maintain financial discipline and coordinate activities across departments, it has also faced criticism in recent years.

This report is a financial analysis of Silver Stitch, a growing fashion retail chain with twelve stores that sells high-quality casual clothes. The company has built a strong reputation in the industry over the years and has enjoyed steady sales and strong gross profit. However, now the company is facing a serious challenge, it has an overdraft of £30,000 that the bank needs to be cleared up by the end of December. The tight deadline has forced the company directors to look over their plans for the next six months and plan how to manage cash flow, stock and expenses.

The plans Silver Stitch is reviewing were made a few months ago and include expected sales figures, stock purchases, running costs for administration and selling, a one-time tax payment, monthly interest and loan repayments and store refurbishment payments. The report prepares key budgets, including a stock budget, a cash budget, and a projected Profit and Loss account. These financial statements help provide insight into the company’s expected revenue generation, cost structure, and cash flow patterns. Attention will be given to the receipts and payments of Silver Stitch, as these will help determine if it will be able to meet the bank’s December deadline to eliminate the overdraft.

The second part of the report interprets the findings of Silver Stitch’s budgets to identify potential risks and operational challenges. It explains the main problems in the budget, the cash shortages early in the period, and stock build-up, suggesting what the managers can do to fix them. Additionally, the report will also discuss what an organisation needs to make budgeting and budgets work effectively, such as the right conditions within the company and the behaviour of people when budgets are introduced. It will also closely look at the traditional way of making budgets, explaining why this method often struggles in modern businesses that handle fast changes, such as in fashion retail.

The work done in this report uses the numbers and details given in the case. It assumes that sales receipts are net credit card fees, purchases follow the planned amounts, and no other unexpected cash flows happen. All figures are shown in thousands of pounds (£’000) and rounded off where needed for easy reading. The detailed calculations, assumptions and opening cash position have been explained in the appendices.

By preparing Silver Stitch’s budgets and analysing them, the report does more than just answer whether the overdraft can be cleared. It shows where the company’s money is really going, highlights risks that could cause trouble and points out how to make better decisions. The aim is to help the directors not only meet the bank’s demand but also build strong control over cash, stock, and costs. This will make the business more stable and ready for whatever changes come next in the fashion retail industry.




(A) [bookmark: _Toc224499760][bookmark: OLE_LINK3]Preparing the budgets

This section presents key budgets for Silver Stitch Ltd, prepared over a six-month period from July to December. These are based on the company’s existing plans and the requirement to eliminate the £30,000 overdraft by the end of December. 

The budgets use the following given data: purchases, expenses, credit card fees (2.5% on 35% sales), monthly loan repayments of £5,000 and store refurbishment expenses. The opening balance for July is derived from an estimated June net cash flow (see Appendix 2). Support calculations for cost of sales and cash receipts are provided in Appendices 1 and 3.

(a) Stock budget
Stock budget for the period ending December
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Table 1: Source: Prepared by student (2026)

(b) Cash budget 
Cash budget for the period ending December
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Table 2: Source: Prepared by student (2026)

Note:
Cost of sales for each month = 60% of sales income (detailed workings in Appendix 1)
July opening balance calculated from estimated June cash flow (detailed workings in Appendix 2)
Cash receipts include net sales after 2.5% credit card fee on 35% sales (detailed workings in Appendix 2)

(c) Budgeted Profit and Loss Statement

Budgeted Profit and Loss Statement for the period ending December
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Table 3: Source: Prepared by student (2026)
(c) 

(B) [bookmark: _Toc224499761]Financial Review and Impact on Management 

Silver Stitches currently faces an urgent requirement to clear a £30,000 overdraft by December. The budgets prepared indicate a positive outlook for liquidity by year-end but highlight challenges in short-term stability and operational efficiency. Although the business demonstrates strong profitability, the financial structure is inefficient due to excessive capital tied up in inventory, indicating poor working capital management. Here are the major financial issues arising from the budgets:

Profitability and Capital Efficiency (ROCE)
To analysing cash flow and profitability, it is important to assess how efficiently Silver Stitch Ltd uses its capital. One of the key indicators used for this purpose is Return on Capital Employed (ROCE).
ROCE measures the relationship between operating profit and the capital invested in the business (Baumast, 2017).

Liquidity and Cash Management Challenges

The cash budget highlights liquidity strain during the first two months, with negative closing balances in July and August. The position improves starting in September and reaches a healthy balance by December. However, the earlier months of overdrawn balances pose a risk, potentially leading to interest charges and reduced flexibility for daily operations (Bandy, 2023). The main reasons for this pressure are the timing of large cash outflows, store refurbishments, stock purchases, tax settlements, and monthly loan repayments. Sales receipts, after deducting credit card fees, rise steadily but are insufficient to offset expenses.

Management should consider deferring the refurbishment program to the fourth quarter, when cash flow strengthens. Short-term liquidity can also be explored with invoice financing, creating a repayment schedule for the overdraft, and introducing incentives for customers to pay in cash or by debit card (McLaney, McLaney, & Atrill, 2023). Monitoring cash flow weekly will help identify shortfalls and enable timely corrective action.

Inventory Build-Up and Stock Control Concerns

The stock budget shows inventory levels reaching £388,000 in December, an increase of £288,000 from July. Despite a minimum stock target of £50,000, purchases are outpacing the rate of sales. In the fashion sector, where customer preferences can shift quickly due to trends, social media, or seasonal changes, holding a high level of stock increases the risk of obsolescence, forced markdowns, and margin erosion (Limanto, Absari, & Thamrin, 2024). The capital locked in the stock reduces funds available for debt repayment, marketing initiatives and contingency. 
Silver Stitch’s management should urgently review its purchasing schedule and move towards a demand-led approach, aiming to keep closing stock in the £80,000 to £100,000 range. Using improved forecasting tools, such as seasonal trend analysis, could help prevent over-purchasing (Harrington, 2025). Regular stock audits and targeted clearance sales on slower-moving items can free up cash without harming the brand.

Working Capital Pressures

[bookmark: OLE_LINK1]Rapid inventory growth coupled with one-month supplier credit results in a significant working capital gap. Although sales bring in cash immediately, the delayed payments for stock and other expenses extend liquidity beyond what is needed. By December, the high stock level significantly increases working capital requirements, thereby restricting financial flexibility. Extending supplier payment terms for major vendors, where feasible, can ease early-month pressure (Filbeck, Baker, & Barkley, 2023). Additionally, maintaining tighter control over inventory can also shorten operating cycles.

Rising Overhead Trends

Administrative costs rise progressively from £24,000 in July to £29,000 in December, while selling expenses range from £6,000 to £9,000. Even without considering non-cash depreciation, the underlying cash outflows are trending upward (Datar, Datar, & Rajan, 2017). If sales growth slow down, these rising costs might squeeze margins in the future. 

Management should review each line of its overhead to identify cost-saving opportunities in utilities, staffing schedules, and service agreements (Atrill & McLaney, 2018). Implementing a zero-based budgeting approach for discretionary expenses moving forward can reset the cost structure and avoid incremental increases.




Cost of Credit Card Transactions

35% of Silver Stitch’s sales are made via credit cards, and the 2.5% credit card fee equates to around £12,900 over six months, a reduction in net margin. While card payments are convenient for customers and encourage them to spend more, the fees the company pays are high and eat into profits considerably. Encouraging customers to pay with cash or debit, through loyalty incentives, discounts, or price rounding, can reduce the share of credit card transactions. The company should also consider negotiating with merchants for better rates based on transaction volume.

Timing of Capital Spending

The £37,000 store refurbishment program weighs heavily in the months of July to September. It intensifies the early cash shortfall, which is critical to reducing the bank overdraft. Although the store upgrades could boost future revenue, their schedule conflicts with the urgent need to address the overdraft. The company can adopt a phased implementation, in which store upgrades are spread out throughout the year and less urgent tasks are delayed until the cash shortfall improves. This will align expenditure better with inflows (Seal, Garrison, & Noreen, 2018). Furthermore, each project must be assessed for its expected return on investment, and priority must be given to those with the highest sales.

Silver Stitch must eliminate its £30,000 overdraft by December. The financial review of the prepared budgets confirms that Silver Stitch Ltd can meet the bank’s deadline, given its positive year-end position of £86,600, supported by strong sales and a 40% gross margin. However, the budgets reveal significant short-term cash pressures, inefficient stock management, and rising costs. The cash budget shows overdrawn balances in July and August, due to refurbishment costs of £37,000 in July to September, lagged stock payments, £18,000 tax payment in September, and loan repayments. While receipts grow steadily, it is not enough to offset these early outflows. The relationship between profitability, cash flow, and stock levels shows that operational choices are not entirely in line with financial goals.

Management should defer non-essential refurbishments, reduce purchases to the company’s target, and negotiate for better terms with its suppliers. Additionally, it can offer incentives to its customers to pay in cash or by debit card to reduce credit card fees. (Bamber & Parry, 2024) Monitoring its cash flow closely will help the company regain control and boost resilience in a competitive retail market.

(C) [bookmark: _Toc224499762]Budget Management and Organisational Efficiency

Budget management involves setting financial targets, comparing results against those targets, and taking corrective action when needed (Finkler, Calabrese, & Smith, 2025). When implemented properly, it can improve resource allocation, coordination across departments and organisational performance. For Silver Stitch, budgeting control can help manage its cash flow pressures and inventory while ensuring the overdraft is settled on time. However, success will depend on different conditions and the management of human factors.

Essential Conditions for Effective Budgetary Systems

An efficient budgeting system requires structural and managerial conditions to be present. Budgeting is not merely a financial task but a management process that integrates planning, coordination, and evaluating performance.

· Alignment with organisational strategy: Budgets must be closely linked with the organisation’s long-term objectives (Kohzad, 2024). When budgets are measurable, financial, and operational targets for departmental activities, they support decision-making, resource allocation, and prioritising investments. It is essential that the budgeting process is not conducted in isolation but is integrated with strategic planning. This involves engaging key stakeholders from various departments to ensure that budgeted activities reflect the organisation’s vision and ambitions.
· Responsibilities and accountability: Each manager or department must be involved in the budgeting process and understand their roles in the budgeting targets (Shah, Leiwy, & Perks, 2025). This will enable monitoring performance and identifying areas to take corrective action for deviations from set targets. Clear responsibilities help everyone understand what's expected of them and take responsibility for their financial performance. When roles are well-defined, managers are more likely to own both successes and setbacks, fostering a proactive approach to managing resources. Regular check-ins, like monthly budget reviews, support accountability and enable early action if things go off track.
· Reliable information and reporting systems: Budgeting relies heavily on timely financial information, like sales data, operating costs and inventory levels (Capek, et al., 2024). Without reliable data, budgets will be based on inaccurate assumptions, which will hamper planning and managerial confidence in the process. A solid information system allows companies to monitor important performance indicators in real time and quickly update budgets when situations change. Using an integrated financial software will make it easier to gather data, cut down on mistakes, and improve the speed and accuracy of reports. Additionally, these systems will help everyone in the organisation communicate better, so that everyone understands financial goals and sees how their work contributes to overall business success.
· Rewards and consequences: The budgetary process must be linked to appropriate rewards and consequences. Good performance must be recognised, and underperformance should be offered support. Additionally, it's important to set clear criteria to promote transparency and fairness in evaluating performance (Cuadrado-Ballesteros & Bisogno, 2022). Giving regular feedback and offering constructive coaching can inspire staff to achieve their goals, while accountability measures help ensure that organisational objectives are consistently reached.

Management commitment and communication

Support from senior management is important for budgets to be taken seriously across the organisation. When leadership is actively participating in the process, reviewing it personally, discussing corrective actions openly and using budget information in strategic decisions, it communicates the importance of the budget (Nauman, Musawair, Munir, & Rasheed, 2022). Employees are also likely to follow suit and treat the budget targets as performance goals and not an administrative requirement.

Additionally, alignment between the budget and the company’s strategic priorities is also important (Zada, Saeed, Khan, Zada, & Jun , 2023). The budget cannot replicate the previous year’s numbers; it must reflect the organisation’s goals. For Silver Stitch, if the strategy emphasises improving store presentation through refurbishments and maintaining strong cash flow, the budget must allocate resources accordingly. Misalignment of resources, like spending too much on stock, can waste effort and create confusion. When the budget support strategy, resource decisions become clear, and departmental efforts reinforce each other.
Human Behaviour in Budget Implementation

Risk of Dysfunctional Behaviour
In some cases, strict adherence to the budget targets can lead to dysfunctional behaviour in people. The pressure to meet short-term budget figures might produce undesirable actions, such as cutting corners on the quality of work, delaying essential tasks like maintenance or pushing sales with heavy discounts that damage margins (Weetman & Darren, 2024). These behaviours are typically seen when the company prioritises achieving the budget over evaluating individual performance. In the short term, these actions might give results but will damage organisational performance in the long term. To tackle this risk, organisations can introduce broader performance measures with financial targets, such as customer satisfaction, quality of stock, and employee development.

Motivation and Performance Pressure
Budgets can be powerful tools of motivation when they are well designed, and the targets are realistic and achievable (Alhasnawi, Said, Daud, & Muhamad, 2023). These should be combined with participation by all employees who are compensated with fair rewards while also encouraging effort and innovation. When departments see that their work contributes to the organisation’s success and helps meet company goals, engagement rises. However, if the set budget targets are perceived to be unrealistic or unfair, it could lead to frustration, minimal effort, underperformance or reduced motivation. Management must ensure budgets balance challenge with achievability. Participative budgeting has also been introduced, where everyone participates in the target-setting process.

Budgetary Slack
Budgetary slack occurs when managers insert cushioning, such as overstating costs or understating revenues, when preparing the budget. Budgetary slack protects the personal performance of the employees but wastes resources and conceals their true capabilities (Sairazi, Mukhtar, Razak, & Ibrahim, 2022). This is usually done to make the budget targets and performance targets easier to achieve. Slack is likely to occur when the budget is seen as punitive or when the rewards are highly dependent on meeting targets. Introducing a more transparent review process, benchmarking against historical performance and having open dialogues during budget preparation can help tackle slack.


Goal Congruence
The goal of the budgetary process is goal congruence, which refers to the alignment between individuals’ objectives and the greater organisational goals (Hoggett , et al., 2024). When personal incentives, such as bonuses, recognition, and promotion prospects, match with company objectives, like cash discipline, controlled growth and customer focus, people will naturally work towards the same direction. A well-designed budgeting system will encourage managers to make decisions benefiting the organisation as a whole and not prioritise departmental interests. To achieve congruence, budget targets must be carefully designed, integrating performance evaluation systems and incentive structures while promoting communication among departments. 

Successful budgeting requires more than accurate financial forecasts. It also depends on strong organisational foundations, like strategic alignments between departments, clear responsibilities for everyone in the company, and reliable information systems. At the same time, behavioural factors must be managed carefully to prevent slack, demotivation and dysfunctional decision making.

(D) [bookmark: _Toc224499763]Review of Traditional Budgeting Techniques in a Dynamic Business Environment

Traditional budgeting, with fixed targets and incremental adjustments, is a cornerstone of many organisations. It typically involves preparing detailed annual budgets based on historical financial data and projected operational activities, which are then used as benchmarks to measure actual performance. However, its suitability is being questioned, particularly for fast-moving industries like retail. 

Characteristics of Traditional Budgeting Systems

Traditional budgets follow an annual cycle, involve negotiated target-setting, incremental changes from the previous year, and fixed financial targets. The process begins months in advance when all departments submit proposals to be reviewed, amended and combined into a master budget. The following section examines the core features of traditional budgeting and limitations associated with its use.

· Limited Adaptability to Market Volatility: One of the foremost criticisms of traditional budgeting is its inflexibility (Benzenhöfer, Patrick, Markus, & Dennis, 2024). In industries like fashion retail, where consumer preferences, competitor actions, disruptions in the supply chain and economic shifts occur frequently, altering conditions in months. Managers could find themselves working towards targets that were prepared months in advance and are no longer relevant. For Silver Stitch Ltd, any unexpected changes in demand or a rise in input costs could make sales and purchase targets obsolete, but the managers will still be judged against the original figures. 

· Inefficient Use of Managerial Resources: The preparation process of a detailed annual budget is resource-intensive, often taking weeks or months of management time and effort (Ming Lee & Abdullah, 2025). Everyone is involved in multiple rounds of forecasting, negotiations and revisions between departments and senior management before the final master budget is made. Most of this effort focuses on defending small changes rather than questioning basic assumptions or seeking new opportunities. By the time the budgeting process is complete, some of the assumptions used to construct the budget may already be outdated. In a fast-moving sector, the time spent in making the budget is diverting attention from strategic decisions like market positioning, customer experience or supply-chain resilience.

· Behavioural Consequences of Budget Targets: Having fixed targets can influence undesirable employee behaviours in ways that do not benefit the organisation. Managers might create budgetary slack by building a buffer, inflating expense forecasts, or minimising revenue potential to make targets easier to achieve and secure personal rewards (Akroyd, 2023). While this behaviour may benefit individual managers, it reduces the accuracy of organisational forecasts and leads to inefficient allocation of resources. In addition, having fixed annual targets might encourage short-term thinking where managers prioritise hitting the current budget targets rather than pursuing sustainable decisions that deliver greater long-term value. Investing in research, innovation or store upgrades can be postponed if they threaten short-term budget performance.

· Misalignment with Strategic Objectives: Traditional budgeting systems emphasise financial control rather than strategic development (Ursu, 2022). Since the process is mainly based on past spending, it might strengthen current budgets instead of helping organisations rethink their priorities. Furthermore, focusing on departmental short-term results leads to neglecting broader objectives like improving cash flow. This happens because resources keep being allocated based on past spending patterns rather than being aligned with new strategic goals. For Silver Stitch, having a rigid budget will lock in essential resources into historical spending patterns while failing to support urgent priorities like debt reduction. This will cause a misalignment that makes the budget less useful as a strategic tool and slows down the organisation’s overall agility.

Emergence of Alternative Budgeting Approaches
Due to the shortcomings of traditional budgeting, many organisations are exploring alternative financial planning methods that offer greater adaptability and responsiveness. These modern approaches are specifically designed to enhance organisational flexibility in the face of rapid market changes and uncertainty. The following section outlines prominent alternative budgeting methods.

Rolling Forecasts: Rolling or Continuous forecasts updates its projections regularly, every quarter or month, for the next twelve to eighteen months (Reiter & Song, 2025). This keeps the budgeting process current and allows the company to make quick adjustments to fit the changing conditions. Rather than relying on one annual budget, rolling forecasts extend the planning horizons regularly and revise expectations based on current market conditions. Silver Stitch can use rolling forecasts to improve inventory planning and cash flow management as sales patterns change.

Activity-Based Budgeting: This method allocates resources according to certain activities that drive value, like customer service, store operations or management of stock, rather than depending on historical departmental spending (Eldenburg, Brooks, Vesty, & Pawsey, 2024). This involves identifying activities and their costs, allowing companies to reduce resource waste and improve their cost control. Since expenditure isn't focused on high-impact activities, companies like Silver Stitch can now operate more efficiently and remove unnecessary non-value activities such as store refurbishments. 

Zero-Based Budgeting: Under Zero-Based budgeting, every expense must be justified from the beginning of each budgeting cycle rather than relying on historical spending data. This breaks the incremental mindset and forces scrutiny of each expense, and ensures the company’s resources are in alignment with the current priorities. It encourages managers to assess if the current activities are delivering value. (Santorry, 2025) Although zero-based budgeting takes time at first, it can lead to substantial cost savings and better focus for organisations looking to overhaul their expenses.

Beyond Budgeting: Another budgeting alternative adopted by many organisations is Beyond Budgeting (Behringer, 2023). It uses relative goals, like outperforming competitors or improving over the previous year, over fixed annual targets, adaptive resource allocation and follows a decentralised decision-making system. The system emphasises transparency and continuous improvement over command and control.

The alternative budgeting methods are not mutually exclusive; organisations typically adopt hybrid models, combining different models together, like combining rolling forecasts with elements of zero-based budgeting. For Silver Stitch, implementing rolling forecasts would be beneficial, as they can enhance responsiveness to retail volatility and minimise behavioural biases among managers. There will also be better alignment between financial planning and strategic objectives.


[bookmark: _Toc224499764]Conclusion

The budget analysis prepared for the six-month period ending in December for Silver Stitch Ltd confirms the importance of budgeting and financial control in maintaining organisational stability. The stock, cash, and profit forecasts give useful information about the company’s liquidity and operations, showing that it can meet the bank's December deadline to pay the overdraft. The projected cash position is £86,600, showing net inflows due to healthy sales growth and disciplined management of expenses. The profit and loss statement shows an after-tax surplus of £347,100, indicating the viability of the company’s current operational model. Although Silver Stitch begins the period with a £30,000 overdraft, the projections show that it has the potential to generate sufficient revenue to eliminate the deficit. However, there are budgeting and operational challenges that need managerial attention.

One of the company’s most significant issues is temporary cash flow pressure during the early months of the forecast period. Despite having strong sales projections and a healthy gross profit margin, the timing of payments for stock purchases, store refurbishments, and taxes creates a short-term liquidity challenge.

Inventory management is a critical issue for Silver Stitch. The projected stock levels increase over the six-month period, exceeding the company’s required minimum level. While maintaining adequate stock is necessary to avoid shortages, excessive stock can tie up capital and increase the risk of obsolescence. In the retail clothing industry, fashion trends change quickly, and holding excessive stock can result in unsold stock that must eventually be discounted to sell, lowering profit margins.

Another area requiring management attention is the company’s overall working capital structure. Although the business benefits from receiving immediate payment from customers, large purchase volumes and increasing operating costs put pressure on cash. Properly managing working capital is important for ensuring that the company is financially flexible. Adjusting the purchase schedule, improving the inventory turnover and negotiating for better credit terms with the suppliers could help reduce financial strain.
Beyond financial calculations, Silver Stitch’s analysis highlights broader organisational considerations related to budgeting systems. For budgeting and budgetary controls to function effectively, organisations must have clear objectives, reliable information systems, and a strong managerial commitment to the planning process. Equally important are the behavioural aspects of budgeting. If employees perceive the budget to be unreal or unfair, they may respond with resistance, demotivation, or attempt to manipulate the financial targets. Management should ensure that the budgeting processes encourage cooperation, accountability, and alignment with organisational goals.

Silver Stitch’s analysis also reinforces the ongoing debate surrounding the effectiveness of traditional budgeting models. While conventional budgets prepared once a year with fixed targets provide structure and financial discipline, they may struggle to accommodate the rapid changes characteristic of modern business environments. In industries like retail, where consumer preferences and market conditions shift quickly, rigid planning systems can limit the organisation’s ability to respond efficiently. As a result, organisations have started supplementing traditional budgets with more flexible planning tools, such as rolling forecasts and adaptive planning systems.

In the case of Silver Stitch Ltd, analysis illustrates both the practical importance and the intrinsic limitations of traditional budgeting. The company’s projected financial performance indicates that it can overcome its short-term overdraft problem and still maintain its profitability. This can be done provided that the management carefully monitors its cash flows, inventory levels, and operating costs. At the same time, the analysis demonstrates that the budgeting process should not be viewed solely as a mandatory financial exercise. Instead, it should be integrated with strategic planning, operational management, and organisational behaviour considerations. When it is used effectively, budgeting can support informed decision-making and financial stability in the organisation. However, businesses must also remain flexible and be willing to adapt their planning systems to ensure that they stay relevant in an increasingly complex and rapidly evolving business environment.
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[bookmark: _Toc224499767]Appendix 1: Cost of Sales Calculation

Cost of Sales Calculation
	Month
	Sales (in £)
	Cost of Sales (60% of Sales)

	July
	210
	126

	August
	230
	138

	September
	260
	156

	October
	240
	144

	November
	250
	150

	December
	280
	168


Table 1: Source: Prepared by student (2026)

[bookmark: _Toc224499768]Appendix 2: June Opening Balance Calculation

Sales receipts (after credit card charges) = £180,000 x 0.99125 = £178,425
Payments: £175,000
· Purchases (lagged from May) = assumed £150,000
· Admin expenses = £22,000 - £7,000 = £15,000
· Selling expenses (lagged from May) = assumed £5,000
· Loan repayment: £5,000
· Interest: included in loan repayment
· Store refurbishment: £0
· Tax: £0
Net cash flow for June: £178,425 - £175,000 = £3,425
Opening balance = -£30,000 + £3,425 = -£26,000

[bookmark: _Toc223137134][bookmark: _Toc224499769]Appendix 3: Receipts Calculation

Net Cash Received Percentage = 65% cash sales + (35% x 97.5%)
= 65% + 34.125%
= 99.125% of sales

Receipts = Sales x 99.125%
· July Receipts = 210,000 x 0.99125 = 208,987.50
· August: 230,000 x 0.99125 = 227,987.50
· September: 260,000 x 0.99125 = 257,725
· October: 240,000 x 0.99125 = 237,900
· November: 250,000 x 0.99125 = 247,812.50
· December: 280,000 x 0.99125 = 277,550
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[July (£000) |August (£000) |Sept (£000) |Oct (£000) _[Nov (£000) |Dec (£000)
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Particulars [ Amount (in £000)
Sales 1,470
OGS 882
Gross Profit 588
Selling Expenses 43
Admin Expenses 159
Credit Card Charges 12|
Operating Profit 3711
Interest Payable -6
Profit before tax 365.1]
Taxation 13
Profit after tax 347.1





image1.png
%] | nfysgol Gymru
] ¥ Drincod Dewi S

) University of Wales
Tty Saint Detd




image2.png
[July (£000) |August (£000) |Sept (£000) |Oct (£000) _[Nov (£000) |Dec (£000)
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