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[bookmark: _Toc117158960]Executive Summary
The report focused on financial analysis and its importance and how effective budget can help an organization in building efficient business. In the report below we discussed about functioning of a hotel and how budget is an important factor in allocating the resources. The report highlights different budgets and importance of them, and the assignment helps in understanding different budgets and how they can help a business to operate effectively.
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1. [bookmark: _Toc117158961]Introduction
Budget is an important tool to control the expenses of the organization and every organization needs effective budgeting techniques so that they are sustainable in the long term. The budget helps in understanding the financial health of the organization and for reference the report is about Grand hotel and focuses on their annual budget planning and how different budgets can benefit the organization.


2. [bookmark: _Toc117158962]Analysis of Grand hotel budget planner
By doing a financial analysis we can understand that Grand Hotel has a income of £250 per night and the bank account of the hotel is credited with £13500 which is done in their business account. The bank has paid 3% interest rate on the money and for the overdraft will be charged at 6.5%. The employees of the hotel are paid £57500 as wages every month, which is the recurring cost and the overtime working cost by the hotel is around £3400 per month so while making a budget planning these are the payments that will be divided in months and that contains utility bills that are around £2000 which are incurred in the month of December. The organization has prepaid expenses of £32100 for corporate booking in the month of December as this month is of festival and people prefer travelling, the organization also needs to provide amenities and pay for magazines, drinks and the building cost, valet parking which are the services that are made available to the customers. In the month of April, the carry forward (c/f) balance for the organization was £99180 the least amount of payments was made in the month of April when compared to the cost that was incurred in the other months but that increased in the month of May 2022 to £115215 which stayed constant in the month of June. Total receipts in the month of May were £177877 and that in the month of June was £ 19770. In the month of July, the payment of beverages was due along with the instalment for the wardrobe that was £3500 pounds. The month of December contains annual payment of car insurance that was budgeted around £8000, and the additional cost of premier league license was £6000 which will be postponed till the month of March 2023. In the month of August, the last instalment of wardrobe needs to be paid, that is £3500 and after that the organization has a healthy balance by remaining in the month of November that is £117100 and the total receipts in the same month would be £177345 when compared the payment ratios it is less than the income which will lead to more balance at the month end organization needs to be concerned about the guest experience and this forecast providing training to the employees so that the members are trained to provide five star experience by attending the guest training. The organization also has planned budget in an efficient way by giving proper wages to the workers which is the highest payment and by taking care of the facilities that are provided to the customers the hotel can increase its business more. According to the calculations that were made by the budget planner the organization can cover its payments by the generated income every month.







Task 2 
[bookmark: _Toc117158963]Importance of budgeting
Budgeting in an organization is a process of recording business transactions, analysing income and expenditure and preparing a business plan by allocating the resources. Budget plays an important role for owners, board of directors and managers to take business decisions to achieve goals and meet the deadline and make sure there are enough resources for completion of project. Budgeting helps an organization to forecast income and expenditure for the upcoming financial year or quarter that helps the organization to analyse and take decisions based on that projected income or projected loss the changes can be made by the management. The organizations financial health can be analysed by looking at previous budgets and comparing it with the current budgets (Sung et al., 2019). The primary factor about budgeting is helping employees understand that a fix budget will help them in meeting the operational costs to achieve the targeted goals. Budgeting helps an organization in setting priority to the projects with maximum returns and reduce the unwanted expenditure and invest the money wisely. The organizations long term sustainability can be predicted by budgeting by building a budget forecast and remove the activities that are more expensive but less beneficial for the organization which can be done by budget estimation. Budget also aid an organization to make future decisions and maximize the utilization of resources to improve the manufacturing process. 
[bookmark: _Toc117158964]Understanding of incremental budgeting
Incremental budgeting is about making a few changes in the current budge from the previous year that aids the organization in making a new budget (Elgebeily et al., 2021). By comparing the old budget to the current budget, the previous history is understood which is done by subtracting and adding budget numbers with the help of this budgeting method and is considered as a conservative approach. Incremental budgeting has some pros and cons the organization faces which are the simplicity that comes with incremental budget which estimates the future values based on the current values and avoid difficult calculations as incremental budget is based on current values the budget has a certain stability and makes future estimates based on that. The investments that can be done with the help of incremental budgeting can be accurate as they are based on current values, with the help of incremental budgeting allocating of resources in equal manner can be done to the various departments of business and then the internal rivalry can be reduced for allocation of funds. Some of the cons of incremental budgeting can be allocating resources where they were not necessary by this the organization feels there is no need of innovation as the resources are plenty. Incremental budget is calculated on current budget and assumes that the organization will have a certain stability in the future and does not understand circumstances which cannot be addressed by incremental budgeting.


[bookmark: _Toc117158965]Activity based
Activity based budgeting is calculated based on forecasting the activities for the company. Activity based budgeting is beneficial for new organizations as it does not analyse the historical data whereas in traditional budgeting the costs are generated after understanding the inflation rate and historical date of the company (Hussain et al., 2018). Activity based budgeting looks for the costs that are incurred while carrying out activities of the business. Activity based budgeting is more concerned about the cost drivers that are labour hours, wages, raw material cost used by the organization in the production process so Abb can help in allocating the resource more efficiently which can be helpful for a new business that is in initial stag but the organization cannot use activity based budgeting if they are planning to change the strategy or are facing profitability issues which are some of the advantages and disadvantages of activity based budgeting which is more focused on the first factor and the output that it generates. The business decisions are made by the managers based on that which can be varied and are time consuming as the analysis cannot be accurate. Activity based budgeting needs to be done by providing proper training to the employees as it is the newest trend and the resources required for the implementation of this method can tend to increase the cost drivers.

[bookmark: _Toc117158966]Value proposition based
The value proposition budget deals with the expenditure and is also based on the expenses which is known as priority-based budgeting. The main factor of value budgeting is reducing the expenditure of the organization and generating value proposition by calculating the expenditure of each item (Zubairu et al., 2019). The value-based budgeting helps the organization in allocating the resources by looking at the expenditure value of the items. Value based proposition aids the organization in setting a goal by understanding the recent event and prioritising the capital expenditure and resource allocation to generate the highest value.

[bookmark: _Toc117158967]Zero based budgeting
Budgeting follows the process of calculating the expenses from zero it is done while calculating the budget for new year which is done to analyse the extra cost that will be incurred by the business this can be done by understanding the extra cost of the business. With proper planning and controlling the expenses the revenue generation can be maximized by following the budget and understanding last year's budget and expenses. The zero-based budgeting does not calculate balances or expenses that are needed to be carried forward or paid later as it is the zero budgeting that aid the preparation of budget for the coming year. The zero-based budgeting has its own set of advantages and disadvantages. This budgeting helps to organization in carrying out a company strategy with the output cost of the organization by zero based budgeting is beneficial and increases the performance of the organizations by making the operations more efficient by distributing the resources. This budget Proves to be cost effective as the budget follows cost reduction technique and some of the disadvantages are zero based budget requires a set of skills staff and there are resources required as it is time consuming to provide training to the staff which requires the research and proper data consumption.





[bookmark: _Toc117158968]       3.6 How budgeting control can support sustainability  
Budgeting aid the government in achieving the goals and objectives of the organization by taking various decisions that are required in the business (Connolly et al., 2018). Proper care of citizens need to be taken by allocating different resources that helped the people in budgetary control which is set by the government at the start of financial year by building a proper set of goals and objectives and control the budget for sustainability by making the citizens pay current taxes to the government and allocating of pension funds, increasing GDP ratios are the actions that need to be taken which can be done by budgetary control that aid the government or an organization in taking proper decisions in analysing the finances of the organization.





 


3. [bookmark: _Toc117158969]Conclusion
In this report we discussed about budget and how it is an important tool to control the expenses of the organization. The report discusses budgeting of Grand hotel and how effective budgeting can aid the organization in the long term. The budget helps in understanding the financial health of the organization and focuses on their annual budget planning and how different budgets can benefit the organization and help investors in taking decisions.
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	Apr
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	Total
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	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Payment on business accounts
	13,500
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 
	 
	13,500

	Cash sales
	185,000
	166,000
	185,000
	140,000
	142,000
	149,000
	156,500
	166,900
	174,000
	149,000
	150,900
	150,800
	1,915,100

	Interest Received
	 
	2,976
	1,880
	2,417
	978
	1,100
	1,350
	1,546
	1,969
	1,826
	1,335
	1,258
	18,633

	Mini Bar 
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	106,800

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Total Receipts
	207,400
	177,876
	195,780
	151,317
	151,878
	159,000
	166,750
	177,346
	184,869
	159,726
	161,135
	160,958
	2,054,033

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Payments:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Restaurant 
	27,800
	27,800
	27,800
	27,800
	27,800
	27,800
	27,800
	27,800
	32,100
	27,800
	27,800
	27,800
	337,900

	Freehold
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Fixtures and fittings
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Wardrobe
	 
	3,500
	3,500
	3,500
	3,500
	 
	 
	 
	 
	 
	 
	 
	14,000

	Sky Subscription
	1,250
	1,250
	1,250
	1,250
	1,250
	1,250
	1,250
	1,250
	1,250
	1,250
	1,250
	1,250
	15,000

	Property expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Car Insurance
	 
	 
	 
	 
	 
	 
	 
	 
	8,000
	 
	 
	 
	8,000

	Premier league license
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	6,000
	6,000

	Laundry
	1,625
	1,625
	1,625
	1,625
	1,625
	1,625
	1,625
	1,625
	1,625
	1,625
	1,625
	1,625
	19,500

	Energy costs
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Payments to suppliers
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Wages
	57,500
	57,500
	57,500
	57,500
	57,500
	57,500
	57,500
	57,500
	57,500
	57,500
	57,500
	57,500
	690,000

	Salaries
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Mini Bar
	 
	7,000
	7,000
	7,000
	7,000
	7,000
	7,000
	7,000
	7,000
	7,000
	7,000
	7,000
	77,000

	Training 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	7,500
	 
	7,500

	Virgin Pass
	2,500
	2,500
	2,500
	2,500
	2,500
	2,500
	2,500
	2,500
	2,500
	2,500
	2,500
	2,500
	30,000

	Vehicles lease
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	33,000

	Utility Bills
	2,000
	2,000
	2,000
	2,000
	2,000
	2,000
	2,000
	2,000
	2,000
	2,000
	2,000
	2,000
	24,000

	Van
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Petrol and diesel
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	1,000
	12,000

	Rates
	3,200
	3,200
	3,200
	3,200
	3,200
	 
	3,200
	3,200
	3,200
	3,200
	3,200
	3,200
	35,200

	Valeting 
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540
	6,480

	Marketing
	 
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Overdraft Interest
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Beverage
	1,350
	 
	 
	1,350
	 
	 
	1,350
	 
	 
	1,350
	 
	 
	5,400

	Magazines
	2,150
	 
	 
	2,150
	 
	 
	2,150
	 
	 
	2,150
	 
	 
	8,600

	Overtime
	3,400
	3,400
	3,400
	3,400
	3,400
	3,400
	3,400
	3,400
	3,400
	3,400
	3,400
	3,400
	40,800

	Newspaper
	1,150
	1,150
	1,150
	1,150
	1,150
	1,150
	1,150
	1,150
	1,150
	1,150
	1,150
	1,150
	13,800

	Building Insurance
	 
	 
	 
	 
	 
	5,500
	 
	 
	 
	 
	 
	 
	5,500

	Total payments
	108,215
	115,215
	115,215
	118,715
	115,215
	114,015
	115,215
	111,715
	124,015
	115,215
	119,215
	117,715
	1,389,680

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Balance b / f
	99,185
	62,661
	80,565
	32,602
	36,663
	44,985
	51,535
	65,631
	60,854
	44,511
	41,920
	43,243
	664,353

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net cashflow in month
	 
	99,185
	62,661
	80,565
	32,602
	36,663
	44,985
	51,535
	65,631
	60,854
	44,511
	41,920
	621,111

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Balance c / f
	99,185
	161,846
	143,225
	113,167
	69,265
	81,648
	96,519
	117,166
	126,485
	105,365
	86,431
	85,163
	1,285,464


 4.Appendix Budget Calculations
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