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[bookmark: _Toc341883013]Executive Summary

 In this report was prepared a month-by-month cash budget forecast for the 2022-2023 at Grand Hotel, described in an excel template.
The hospitality industry is one of the most important service areas. Budgets are used to assist the execution of business plans and are viewed as vital elements for planning and controlling a corporation. In this report explained The importance of different budgeting as: incremental , zero-based and value proposition budgeting
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1. [bookmark: _Toc341883014]Introduction
For many governments, one of the most significant service sectors is the hospitality sector (Uyar & Bilgin, 2011). A hotel can offer the greatest services and goods available so that the visitors can have a full experience when various departments collaborate. In the world of accounting, profitability is largely based on how accurate and precise forecasting and budgeting are (DeFranco, 1996).
Furthermore, all firms that want to succeed in market must develop a business strategy that will serve as the foundation for all management choices. Using the company’s plan, the firm establishes the goals for company, examines the risks and uncertainties, and creates business initiatives that help achieve the goals. The budget, which is the financial plan for a specific time of operation, is a crucial component of the company plan. One of the most important management choices is the budget, which serves as a planning and control tool as well as a prediction strategy (Radović & Radojević, 2014).


2. [bookmark: _Toc341883015]500-words analysis of Grand hotel budget planner

The Grand Hotel generates 2,170,129 pounds from cash sales, interest received and minibar.
The business bank account had a credit of £13,500 on April 1st, 2022. Due to the business was not in overdraft, the bank did not impose a 6.5% interest rate. Every month on the 15th, the hotel received interest at a rate of 3% on positive balance.
There are twenty- five workers at the hotel, and their combined monthly salary is £57,500 with total £690,000. The estimated monthly cost of overtime is £3,400, coming to a total of £40,800.
The anticipated monthly cost of the hotel’s utility payments is £2,000 with total of £24,000. Business rates are anticipated to cost £3,200 every month except May and September.
Apart from December 2022, when £32,100 was allocated for corporate booking and holiday celebrities, the hotel restaurant pays £27,800 every month for food and beverage.
Ten different newspapers are subscribed to by the hotel for its visitors at cost of £2,150 every quarter, which means the payments are on April, July, October, and January with the total £8,600. The anticipated monthly expense for complementary beverages in guest rooms, will be paid every two months beginning in April 2022. That means the payments will be on April, June, August, October, December, and February. The total is £8,100. The hotel spends an average of £1,150 per month for newspapers.
The hotel makes an annual £5,500 payment for building insurance, which is due in September. The hotel spends £14,000 on a custom wardrobe in April 2022: there will be four payments required. On May 30,2022, the initial payment is due following payments on August, November, and February. The hotel makes a payment of £7,500 for training for five management staff. Three vehicles are being leased by the hotel for a monthly loan charge of £2,750. The fuel for these vehicles is £1000. Also, the hotel pays third-party insurance on December and it cost £8,000. additionally, the hotel pays an estimated £135 weekly for the vehicles to be valeted, which means is £540 per month.
All other payments are described in the excel template. The total payment from hotel is £1,396,180.
As the opening balance of the account is £13,500, the hotel received 3% interest which is £405. From total receipts £194,305 minus total payment £115,215 the net cashflow in month is £92,590.  By adding up balance b/f with cashflow net in month we can calculate the closing balance which is £92,590. That means the opening balance for next month is £92,590. The closing balance for April 2022 to April 2023 is £787,450.
 





3. Task 2

3.1 [bookmark: _Toc341883016]Importance of budgeting
The most popular management accounting technique, budgeting, is recognised as such, therefore it is crucial that we completely comprehend how and why (Jones, 2008).
There is extremely little research on budgeting for social services, and serious debate of budget theory is equally harder to come by. Yet successful management requires that the fundamental principles and methods of budget planning and control be understood (Gross, 1985, p. 11).
A company´s accounting system and organisational structure should include operating budgeting systems because they help with decision- making, performance assessment, and performance rewards by measuring all elements of an organisation’s operations for given period. The budgeting procedure may also be used to transform a company’s strategic plan into a tangible baseline. A budget indicates an organisation’s attempt to measure procurement and use of resources, that serves the planning and control objectives of management (Emmett & Zheng, 2009). Budgets assist managers in maintaining control over costs and cash flows. They initially focused mostly on forecasting future income and expenses but over time developed into the main determiners and assessors of managerial performance. Budgets are seen as essential components for planning and controlling a business, and they are used to support the implementation of business strategies. Every business has goals and plans that are developed from their long-term business strategy. The goal of budgeting is to give those goals and plans monetary values so that the progress can be clearly tracked and to turn the strategic concept into clear operational actions (REKA, et al., 2014). Forecasting is necessary for preparing profitable and effective strategies to fulfil predicted hospitality product sales and is a crucial component of budgeting (Emmett & Zheng, 2009).
A budget is a component of master budget, in which management sets objectives across the company to produce a budgeted revenue statement, planned balance sheet, and budget cash. The scholars claimed that participative budgets have several benefits over imposed budgets, including participant engagement and motivation. Moreover, to prevent “budgetary slack,” such participatory budgets must be approved be a superior management level (Steed & Gu, 2009). Budgets are crucial to ensuring that costs are covered and that there are no long-term debts for the business. Without a budget, a business may encounter a range of issues, including the possibility of going out of business (Indeed Editorial Team, 2020)



3.2 Understanding of incremental budgeting

The focus of budget procedures is the growth in operations or expenditure that would occur during the following budget year. Some research defined an incremental budgeting system as a budget that is created using the current outcomes from the prior period or the budget as a base, with risk increasing given for the following period (Beredugo, et al., 2019).
According to (Gowda, 2021), the most basic but frequently misunderstood kind of management for businesses is incremental budgeting. With incremental budgeting, can only make incremental adjustments to the current budget to reflect this firm´s general growth or decline, as in. For instance, if a company anticipate 10% growth, might advise increasing budgets by 10%, or if company needs to make cuts, might request a 30% overall budget decrease. With incremental budgeting, the current year’s budget is created by adding or subtracting a percentage from the actual data from the previous year. Where the main cost drivers remain constant from year to year, it is most suitable (Dauda, 2019).



3.3 Activity based

Activity-Based Costing (ABC) is one of the most significant advances in modern accounting (Bjørnenak, 1997) B
There is not a lot of information available on cost accounting and how it is used in tourist businesses, particularly hotel. However, there is a growing interest in hospitality management, especially in the cost and management accounting procedures used by hotels and other tourism-related businesses (Pavlatos & Paggios, 2009).
An ABC system in hotels is created in four phases.
1. Identifying activities
2. Allocating costs to cost pools
3. Choosing suitable cost drivers for comparing the cost of activities to cost objects
4. Allocating the cost of the activities to products and clients.
They outline the cost generators and cost pools that hotels interested in implementing the ABC scheme might utilise (Mashayekhi & Ara, 2017).
ABC offers knowledge for examining customer profitability, distribution routes, brand equity, geographic location, and other factors that have a direct impact on company’s profitability. The ABC approach typically enhances can precisely specify the levels or different expenses that will be spent by grouping expenditures into activity pools and assigning a cost driver to each pool (Adamu & Olotu, 2009).
                      
                      


3.4 Value proposition based 
The focus of budgeting on value propositions is well, value. The product on the budget line is evaluated for price and value to the company’s stakeholders, including clients, staff, and employees. Budgets must be maximised where they will result in notable results while being minimised where they will ultimately offer little value to the corporate enterprises. Plans for spending must be specific and supported (Gowda, 2021).
In numerous stages of the service life cycle, which correspond to the point of value proposition and stages of experience consumption, value propositions are developed between clients and a company. To close the gasps between suggested and received value and customer perception of value, tourism value proposition should focus on travellers’ needs and expectations (Shulga & Busser, 2020).

3.5 Zero based budgeting
Zero-based budgeting is a repeatable method that businesses use to meticulously examine every cent in the yearly budget, monitor monthly financial performance, and instil a cost management culture among all staff members. Creating clear insight into cost drivers and leveraging that visibility to set ambitious but realistic budget targets are the cornerstones of a world- class zero-based budgeting approach. To encourage meaningful financial discussion among managers and executives, the annual planning process is extremely thorough, structured, and interactive. Numerous proprietors are entrusted with overseeing performance throughout the year and fostering the constructive discussion on cost management. All workers include cost management into their regular activities using updated system and process controls, coordinated incentive programmes, and new control (Callaghan, et al., 2014).
The following are some typical benefits of zero-based budgeting:
· Aids a company in determining if each of its departments is properly financed
· Enables management to concentrate on up-to-date data instead of those from earlier plans
· Can reduce unnecessary expenses
· May improve administrative interaction by including staff in controlling and setting budget precedence (British Business Bank, 2022).
Enterprises in the hotel sector frequently utilise flexible budgets and less frequently employ zero-based budgets in the management process. The latter are typically utilised when adjustment need to be made to the hotel offering, such as adding new services or changing the processes involved in an existing service. Flexible budgets will be calculated on previous studies from prior accounting periods and appropriate amounts of operation if there are no modifications to the hotel offering (Georgiev, 2014).



       3.6 How budgeting control can support sustainability 
                 
                Company utilises budgetary control as a technique to monitor actual performance and make sure that standards are reached. It involves a continuous cycle of planning and control, usually with the executive receiving adequate information about actual results so they may compare them to the budgeted and, if required, take corrective action. Lack of adequate financial control results in contempt for established procedures, lack of concentration, and poorly coordinated activities, all of which have the potential to destroy an organisation (ABDULLAHI, et al., 2015).





 


4. [bookmark: _Toc341883019]Conclusion

From the above it can be concluded that understanding the core concepts and procedures of budget planning and control is necessary for effective management. Budgets help management keep costs and cash flow under control. Over time, they evolved into the primary determinants and evaluators of managerial success, first concentrating largely on anticipating future revenue and expenses. Budgets are regarded as crucial elements for organising and managing a firm. Without a budget, a company may experience several problems, including the potential for failure.
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£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts :

Payment on business accounts                         

Cash sales 185,000 166,000 185,000 140,000 142,000 149,000 156,500 166,900 174,000 149,000 159,000 158,0001,930,400

Interest Received 405 2,778 4,748 7,315 8,586 9,873 11,486 13,336 15,554 17,746 19,600 21,503 132,929

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

Total Receipts 194,305 177,678 198,648 156,215 159,486 167,773 176,886 189,136 198,454 175,646 187,500 188,403 2,170,129

Payments :

Resturant  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 0 0 0 0 0 0 0 0 0 0 0 0

Fixtures and fittings 0 0 0 0 0 0 0 0 0 0 0 0 0

Wardrobe 0 3,500 0 0 3,500 0 0 3,500 0 0 3,500 0 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 0 0 0 0 0 0 0 0 0 0 0 0

Premier league license 0 0 0 0 0 0 0 0 0 0 0 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 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

Payments to suppliers 0 0 0 0 0 0 0 0 0 0 0 0 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 0 0 0 0 0 0 0 0 0 0 0 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 7,000 84,000

Training  0 0 0 0 0 0 0 0 0 0 7,500 0 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

Van 0 0 0 0 0 0 0 0 8,000 0 0 0 8,000

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 0 3,200 3,200 3,200 0 3,200 3,200 3,200 3,200 3,200 3,200 32,000

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

Marketing 0 0 0 0 0 0 0 0 0 0 0 0 0

Overdraft Interest 0 0 0 0 0 0 0 0 0 0 0 0 0

Beverage 1,350 0 1,350 0 1,350 0 1,350 0 1,350 0 1,350 0 8,100

Magazines 2,150 0 0 2,150 0 0 2,150 0 0 2,150 0 0 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 0 0 0 0 0 5,500 0 0 0 0 0 0 5,500

Total payments 115,215 112,015 113,065 113,865 116,565 114,015 115,215 115,215 125,365 113,865 124,065 117,715 1,396,180


