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[bookmark: _Toc341883013]Executive Summary

[bookmark: _GoBack]The report has the goal to develop a monthly cash flow of the company Haversons Limited considering the different needs of the hotel processes, such as, rooms, restaurant, common areas and conference areas. One of the recommended budgeting methods is the zero-based strategy, which considers to make an analysis of the different processes of the organization to justify the resource allocation in the company and in its different departments. The report has a monthly cash flow from January to December 2020 with the income and expenses of the hotel. It shows a positive balance in all the months of the year, allowing the company to use its sales as a source to finance its operations.
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1. [bookmark: _Toc341883014]Introduction

The considered company for analysis is Haversons Limited. It owns a chain of hotels in Europe (including the United Kingdom). The idea of the report is to develop a monthly cash flow that shows the receipts and the payments of the company, considering both cash and credit receipts and payments; and how they affect the company finances.
The cash flow is a valuable tool for companies to predict the cash needs of the company each month. A surplus in one month is useful to be used for savings of the company or to invest it in short or long term instruments or as savings for future months. In the case the cash flow of a specific month is lower than the required payments, it is necessary to use the savings of the company or to ask the bank or the shareholders to add more money to the company to meet the financial compromises.
The company cash flow has similarities and differences with the income statement of the company because the income statement shows, in one hand, the incomes and expenses of the company that implies the use or not of cash. The cash flow considers only the use of cash payments.



2. [bookmark: _Toc341883015]Zero Based Budgeting

2.1 [bookmark: _Toc341883016]Zero-based budgeting

The zero-based method consists of the construction of a new budget for the company considering the company needs and costs, starting from a zero value of the budget. Each requirement of the organization is analyzed, considering its priority and effect over the productive process of the company (Kagan, 2019). 
The zero-based budgeting process must be configured according to the different functional areas of the company; those are operative, administrative, and staff. The budget must consider the items that affect the cost of the product and the cost of the overall process. The zero-based budgeting has a detail-oriented nature and requires more time and resources than other budgeting processes (E-Finance Management, 2019). The budgeting provides benefits to areas that receive direct revenues from the sale of products or services than offices or units that provide services to others, and they do not monetize a specific income directly, but receive monetary resources from the company headquarters.
[bookmark: _Toc341883017]2.2 Advantages of Zero-based budgeting over Traditional Based
[bookmark: _Toc341883018]
■ The zero-based budgeting requires a technical justification to provide value to a future expense in the company or organization, while traditional budgeting considers a perceptual increase in the future spends of the company (Cruze, 2019).
■ The zero-based budgeting requires the justification of all the expenses of the year, while the traditionally based budgeting requires the justification of new expenses. From costs, it is possible to reduce the company expenses if there is no justification for an expense in the case of zero-based budgeting (Callaghan, 2014).
■ Zero-based budgeting helps the organization to optimize both costs and revenues, compared to traditional based budgeting that does not provide the resources to optimize the company costs.

2.3 Disadvantages of Zero-based budgeting over Traditional Based

■ The zero-based budgeting may reward short-term thinking. Due to the fact the budgeting process requires to justify the new expenses of the year, it is possible that certain concepts related to long-term investments, research and development may not receive a budget for the next year and the company compromise its long-term growth (Schwann, 2019).
■ Resource intensive: It requires more time and resources to develop the budget, due to the level of detail of the budget and the justification of each item
■ Manipulation from managers: Experienced managers may manipulate the budget to get more resources to their departments (Blakely-Gray, 2017).

2.3 How the Organisation Might introduce Zero-based Budgeting

The introduction of Zero-based budgeting in the Hotel Haversons Limited requires the analysis of the different processes of the company. Halverson's Limited, as a hospitality company, is a service organization whose assets will be used for hotel guests and visitors. The hotel does not have a supply-chain infrastructure for the production of physical goods, but non-current assets and "consumables" proportional to the utilization rate of the hotel, or using a hospitality name, the occupation rate (WOHLNER, 2019).
The first part of the zero-budgeting process is to determine the processes of the company, the required materials, equipment, and labor. The identification of the different items should be identified by each process and then summarized in one budget. For example, the Hotel Haversons has the 50-rooms infrastructure and related maintenance service, restaurant, common areas, and conference room. The four processes are identified and could have an individual budgeting process using a zero-based strategy (MyAccountingCourse, 2019). Table 1 shows the monthly budget for the year 2020, considering the different requirements of each process.


3. [bookmark: _Toc341883019]Conclusion

The report has the goal to develop a monthly cash flow of the company Haversons Limited considering the different needs of the hotel processes, such as, rooms, restaurant, common areas and conference areas. One of the recommended budgeting methods is the zero-based strategy, which considers to make an analysis of the different processes of the organization to justify the resource allocation in the company and in its different departments. The report has a monthly cash flow from January to December 2020 with the income and expenses of the hotel. It shows a positive balance in all the months of the year, allowing the company to use its sales as a source to finance its operations.


























4.Budget Calculations
Table 1aa
	 
	 
	 
	Jan
	February
	March
	April
	May
	June

	 
	 
	 
	£
	£
	£
	£
	£
	£

	Receipts :
	 
	 
	382.414
	298.218
	291.005
	285.111
	325.600
	380.450

	 
	 
	 
	
	
	
	
	
	

	Payment on business accounts
	 
	 
	
	238.600
	319.813
	289.152
	301.435
	332.954

	Cash sales
	 
	 
	229.448
	178.931
	174.603
	171.067
	195.360
	228.270

	Interest Received
	 
	 
	 
	 
	 
	 
	 
	 

	Total Receipts
	 
	 
	229.448
	417.531
	494.416
	460.218
	496.795
	561.224

	 
	 
	 
	318.000
	
	
	
	
	

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 

	Taxes
	 
	 
	
	
	779.000
	
	
	

	Freehold
	 
	 
	 
	3.000
	3.000
	3.000
	3.000
	3.000

	Fixtures and fittings
	 
	 
	6.000
	6.000
	6.000
	6.000
	6.000
	6.000

	Property expenses
	 
	 
	78.000
	 
	2.560
	 
	52.000
	50.000

	Laundry
	 
	 
	
	18.750
	
	
	18.750
	

	Energy costs
	 
	 
	 
	 
	30.000
	 
	 
	30.000

	Payments to suppliers
	 
	 
	8.167
	8.167
	8.167
	8.167
	8.167
	8.167

	Wages
	 
	 
	40.000
	40.000
	40.000
	40.000
	40.000
	40.000

	Salaries
	 
	 
	26.667
	26.667
	26.667
	26.667
	26.667
	26.667

	Vehicles 
	 
	 
	 
	 
	 
	30.000
	 
	 

	Van
	 
	 
	 
	 
	 
	 
	 
	 

	Petrol and diesel
	 
	 
	1.100
	1.100
	1.100
	1.100
	1.100
	1.100

	Rates
	 
	 
	5.800
	4.000
	4.000
	4.000
	5.800
	4.000

	Marketing
	 
	 
	
	
	25.000
	
	
	

	Overdraft Interest
	 
	 
	6.250
	6.250
	6.250
	6.250
	6.250
	6.250

	Total payments
	 
	 
	171.983
	113.933
	931.743
	125.183
	167.733
	175.183

	Balance b / f
	 
	 
	375.465
	679.063
	241.735
	576.770
	905.832
	1.291.872

	Net cashflow in month
	 
	 
	57.465
	303.598
	-437.328
	335.035
	329.062
	386.040

	Balance c / f
	 
	 
	375.465
	679.063
	241.735
	576.770
	905.832
	1.291.872


Table 1b
	 
	 
	 
	July
	August
	Sept
	Oct
	Nov
	Dec
	Total

	 
	 
	 
	£
	£
	£
	£
	£
	£
	£

	Receipts :
	 
	 
	400.600
	480.750
	520.180
	400.800
	375.080
	340.900
	4.481.108

	Payment on business accounts
	 
	 
	369.114
	423.970
	468.631
	457.005
	425.354
	367.182
	1.792.443

	Cash sales
	 
	 
	240.360
	288.450
	208.072
	240.480
	225.048
	204.540
	2.688.665

	Interest Received
	 
	 
	 
	 
	 
	
	
	
	

	Total Receipts
	 
	 
	609.474
	712.420
	676.703
	697.485
	650.402
	571.722
	6.577.837

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Taxes
	 
	 
	
	
	
	
	
	
	779.000

	Freehold
	 
	 
	4.100
	4.100
	5.000
	4.100
	3.000
	3.000
	38.300

	Fixtures and fittings
	 
	 
	6.000
	6.000
	43.500
	43.500
	43.500
	43.500
	222.000

	Property expenses
	 
	 
	 
	111.760
	109.200
	127.200
	159.200
	109.200
	799.120

	Laundry
	 
	 
	
	18.750
	
	
	18.750
	
	75.000

	Energy costs
	 
	 
	 
	 
	30.000
	 
	 
	30.000
	120.000

	Payments to suppliers
	 
	 
	8.167
	8.167
	8.167
	8.167
	18.167
	8.167
	108.000

	Wages
	 
	 
	40.000
	40.000
	40.000
	40.000
	40.000
	40.000
	480.000

	Salaries
	 
	 
	26.667
	26.667
	26.667
	26.667
	26.667
	26.667
	320.000

	Vehicles 
	 
	 
	 
	7.150
	 
	 
	 
	 
	37.150

	Van
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Petrol and diesel
	 
	 
	1.100
	1.100
	1.100
	1.100
	1.100
	1.100
	13.200

	Rates
	 
	 
	4.000
	5.800
	4.000
	4.000
	5.800
	4.000
	55.200

	Marketing
	 
	 
	25.000
	
	
	
	25.000
	
	75.000

	Overdraft Interest
	 
	 
	6.250
	6.250
	6.250
	6.250
	6.250
	6.250
	75.000

	 
	 
	 
	
	
	
	
	
	
	

	Total payments
	 
	 
	121.283
	235.743
	273.883
	260.983
	347.433
	271.883
	3.196.970

	Balance b / f
	 
	 
	1.780.063
	2.256.739
	2.659.559
	3.096.060
	3.399.029
	3.698.867
	

	Net cashflow in month
	 
	 
	488.191
	476.676
	402.819
	436.501
	302.968
	299.839
	

	Balance c / f
	 
	 
	1.780.063
	2.256.739
	2.659.559
	3.096.060
	3.399.029
	3.698.867
	 


The company does not have problems with the cash flow having always a positive balance.
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