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[bookmark: _Toc589222618]Introduction
A business relies on budgeting to achieve efficient resource allocation through thoughtful planning and effective control systems (Nguyen, 2024). The system offers an organised method to predict future income while handling expenses and maintaining financial stability. The organisation Blue Thread Ltd needs effective budgeting to manage cash flow and profitability at its chain of high-quality clothing stores.
Traditional budgeting systems including incremental budgeting continue to face criticism because they maintain rigid control structures while failing to adjust to dynamic business conditions (Ramlall, 2023). Management leaders have suggested two alternative budgeting strategies called zero-based budgeting alongside rolling forecasts as solutions to improve financial adaptability and strategic planning capabilities (Klopp, 2023). The implementation of alternative budgeting models proves difficult for businesses because they operate under financial restrictions.



















[bookmark: _Toc1242414574]Budget Preparation and Financial Analysis
Financial management requires effective budgeting because businesses need it to plan operations with efficiency while preserving financial stability (Bandy, 2023). The budget preparation at Blue Thread Ltd for June to November consists of three essential components which include Stock Budget and Cash Budget and Budgeted Profit & Loss Account. These financial tools reveal valuable information about stock control along with cash available and earnings performance for the business.


[bookmark: _Toc2128487370]Stock budget for the periods June to November

	
	June (£000)
	July (£000)
	August (£000)
	Sept
(£000)
	Oct
(£000)
	Nov
(£000)

	Opening balance
	90
	110
	134
	187.5
	204.5
	255

	Stock purchased
	150
	180
	190
	160
	200
	210

	Cost of stock sold
	130
	156
	136.5
	143
	149.5
	162.5

	Closing stock
	110
	134
	187.5
	204.5
	255
	302.5















[bookmark: _Toc1603426390]The cash budget for the periods June to November is


	 
	June
	July
	Aug
	Sept
	Oct
	Nov

	 
	£000
	£000
	£000
	£000
	£000
	£000

	Cash receipts 
Sales net of  
	 
 92
	
238
	 
209 
	 
218 
	 
 228
	 
 248

	Cash payments
Administration  
	
17
	
18
	
19
	
20
	
21
	
22

	Stock purchased  
	
170
	
150
	
180
	
190
	
160
	
200

	Repayments of loan  
	
4
	
4
	
4
	
4
	
4
	
4

	Selling expenses  
	
5
	
6
	
7
	
8
	
9
	
6

	Taxation paid
	-
	-
	
15
	-
	-
	-

	Interest payments
	
1
	
1
	
1
	
1
	
1
	
1

	Shop refurbishment
	
12
	 
10
	
14
	-----
	       -
	       -

	Cash surplus (deficit)
	 
(117)
	 
49
	
 (31)
	 
(5)
	 
33
	 
15

	Opening balance
	
(25)
	
(142)
	
(93)
	
(124)
	
(129)
	
(96)

	Closing balance
	
(142)
	
(93) 
	 
(124)
	 
(129)
	 
(96)
	 
(81)















 
[bookmark: _Toc33695188]The (accruals-based) budgeted Profit & Loss Account for the periods June to November is:


	 
	£000
	Calculation

	Sales 
	
1,350 
	 
200+240+210+220+230+250

	Cost of goods sold
	
878
	therefore  
1,350x65%

	Gross profit
	
473
	         
35%x1,350                           

	Selling expenses
	
43
	 
6+7+8+9+6+7

	Admin Expenses
	
153
	 
23+24+25+26+27+28

	Credit card charges
	
12.15
	1,350x30%x3%
1,350x0.3x0.03                               

	Operating profit
	 
265
	Gross profit – all expenses
473 - 43 –153 – 12.15

	Interest payable
	
6000
	                                        
6 months x 4,000 x 25%

	Profit for the period
	
259
	
Operating profit - interest
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