
2






IHM Financial Management (BMIH5007)
Name of the Student: Georgiana Mirela Olaru
Student id: 2021034
Lecturers Name: Dale Clarke





	
	
	Jan
	February
	March
	April
	May
	June
	July
	August
	Sept
	Oct
	Nov
	Dec
	Total
	

	
	
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	£
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Receipts :
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payment on business accounts
	
	85,000 
	66,000 
	85,000 
	40,000 
	42,000 
	49,000 
	56,500 
	66,900 
	74,000 
	49,000 
	50,900 
	50,800 
	715,100 
	

	Cash sales
	
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	81,600 
	

	Interest Received
	
	180 
	2,547 
	4,415 
	6,910 
	8,029 
	9,299 
	10,729 
	12,505 
	14,636 
	17,032 
	18,815 
	20,718 
	125,815 
	

	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Receipts
	
	91,980 
	75,347 
	96,215 
	53,710 
	56,829 
	65,099 
	74,029 
	86,205 
	95,436 
	72,832 
	76,515 
	78,318 
	922,515 
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payments :
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Freehold
	
	 
	
	 
	
	
	
	
	
	
	
	
	
	
	

	Beverages
	
	
	
	
	350 
	
	350 
	250 
	350 
	
	350 
	
	350 
	1,750 
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Minibar
	
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	1,500 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	36,000 
	

	Fixtures and fittings
	
	 
	
	 
	
	1,750 
	1,750 
	 
	1,750 
	 
	 
	
	 
	7,000 
	

	Property expenses
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	

	Utility bills
	
	700 
	700 
	700 
	700 
	700 
	700 
	6,000 
	700 
	700 
	700 
	700 
	700 
	8,400 
	

	Laundry
	
	 
	 
	
	 
	 
	 
	275 
	 
	  
	 
	 
	 
	
	

	Tv license
	
	
	
	
	3,000 
	
	
	 
	
	
	
	
	
	3,000 
	

	Entertainment/Sky tv
	
	250 
	250 
	250 
	250 
	250 
	250 
	140 
	250 
	250 
	250 
	250 
	250 
	3,000 
	

	Fitness Costs
	
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	18,000 
	

	Energy costs
	
	 
	 
	 
	 
	 
	 
	500 
	 
	 
	 
	 
	 
	
	

	Payments to suppliers
	
	 
	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	
	

	Salaries
	
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	300 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	72,000 
	

	Vehicles 
	
	275 
	275 
	275 
	275 
	275 
	275 
	150 
	275 
	275 
	275 
	275 
	275 
	3,300 
	

	Van
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 
	 
	
	

	Vehicle Valeted
	
	140 
	140 
	140 
	140 
	140 
	140 
	250 
	140 
	140 
	140 
	140 
	140 
	1,680 
	

	Vehicle Insurance
	
	
	
	
	
	
	
	 
	
	
	
	
	4,000 
	4,000 
	

	Petrol and diesel
	
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	6,000 
	

	Building insurance
	
	
	
	
	
	
	
	
	
	2,500 
	
	
	
	2,500 
	

	Rates
	
	300 
	300 
	300 
	300 
	 
	300 
	
	300 
	300 
	300 
	300 
	300 
	3,300 
	

	News papers
	
	150 
	150 
	150 
	150 
	150 
	150 
	
	150 
	150 
	150 
	150 
	150 
	1,800 
	

	Marketing
	
	
	  
	 
	 
	
	 
	
	 
	 
	 
	 
	
	
	

	Magazines
	
	250 
	250 
	250 
	250 
	250 
	250 
	
	250 
	250 
	250 
	250 
	250 
	3,000 
	

	Overdraft Interest
	
	
	 
	
	
	 
	 
	
	
	 
	
	
	
	
	

	Total payments
	
	13,065 
	13,065 
	13,065 
	16,415 
	14,515 
	17,435 
	14,815 
	15,165 
	15,565 
	13,415 
	13,065 
	17,415 
	174,730 
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance b / f
	
	6,000 
	84,915 
	147,197 
	230,347 
	267,295 
	309,956 
	357,620 
	416,834 
	487,874 
	567,745 
	627,162 
	690,612 
	751,515 
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cashflow in month
	
	78,915 
	62,282 
	82,150 
	37,295 
	42,314 
	47,664 
	59,214 
	71,040 
	79,871 
	59,417 
	63,450 
	60,903 
	747,785 
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance c / f
	
	84,915 
	147,197 
	230,347 
	267,642 
	309,956 
	357,620 
	416,834 
	487,874 
	567,745 
	627,162 
	690,612 
	751,515 
	1,499,300 
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



[bookmark: _Toc107407540]Solution to Task 1
A financial forecast is a tool used in economic management that gives estimated information that is based on historical, current, and anticipated situations of the economy. Having a financial budget is quite crucial, particularly for more modest businesses. It makes it possible for a business to determine the maximum amount of credit that it may provide to consumers without jeopardising its ability to access liquid assets. When a firm is facing a time with a large amount of costs, having a cash budget in place may assist prevent the company from running out of cash. Cash flow projections provide managers with the information necessary to make educated choices and confidently plan for short-, medium-, and long-term expansion. The process of forecasting compels management to conduct an in-depth analysis of the organization's current financial standing and to investigate viable options for realising the organization's long-term objectives.
If your company maintains an accurate cash forecast, it will be able to foresee future cash shortages and prevent missing payments because of these gaps. The ability to execute corrective action, such as fine-tuning payment and collection techniques, selling assets, or reaching out to lenders, is one of the benefits that firms get from having cash flow projections. When creating a cash budget, businesses make estimates about required expenditures as well as collections from accounts receivable. These projections are based on previous sales and production data. It is vital to create a cash budget in order to determine whether or not a firm will have sufficient cash to maintain operations. The objective of the financial forecast is to conduct an analysis of the existing fiscal climate as well as the future state of the economy in order to assist in the formulation of strategic and operational plans. It is essential to running a successful small company that you have a comprehensive grasp of what cash flow is and how it affects earnings. Although making a profit may be the ultimate objective, it cannot be the primary concentration of the owner of a small company. This is because making a profit might be worthless in the absence of an effective strategy for cash management. Cash management, cash flow prediction, and cash account monitoring are essential components for averting a scenario in which the owner of a small firm declares a profit on paper while simultaneously being on the verge of filing for bankruptcy.
In the above cash budget the cash inflows are showing a positive trend throughout the year at each month (means not going negative in any month ) and whole year the business able to generate the cash inflow of 747785 which is a good figure since at the beginning of the January month the cash balance was 6000 and at the ending of the last month it became 14,99,300, overall this leads to a great increase in the surplus cash beyond what was introduced in the business and  this would enhance the company liquidity position also to help it grow in long term if same level of cash flow is continued.
[bookmark: _Toc107407541]Solution to Task 2
a. The traditional budgeting according to Emerling and Wojcik-Jurkiewicz (2018), portrays a specific budgeting method or technique of budget preparation wherein a budget of a specific organisation being considered for a specific duration or period of time is dependent on the budget of the previous year. This means that the present year budget is greatly dependent on the budget of the last year which is taken as a base for the development of the budget for the upcoming year. In simple sense, the upcoming year budget under the traditional budgeting is developed by making changes to the already developed budget of the previous year. So, the traditional budgeting represents such a special budgeting method which completely depends upon the previous year’s spending to develop a budget for the current or the upcoming year. It is to be noted that the traditional budgeting is widely followed throughout the world owing to a number of benefits or advantages it brings with it which firstly initiates with the simplicity in calculation because there is no need of re-thinking for all the items twice for preparation of a new budget based upon this specific budgeting technique. Secondly, the specific budget is mainly developed on the basis of a reference point that is the previous year’s budget and hence it is completely easier for the new budget developer to develop or manage the different final activities of the business organisation in question (Zhao 2022). Thirdly, the idea of new budget preparation becomes completely decentralised as every authorised and eminent member of the organisation is able to see the previous year’s budget and thus can effectively decide for the upcoming budget preparation. It is to be specifically noted that this effective way of budgeting thus becomes the part of the overall culture of the organisation where the introduction of any new technique of budgeting or planning such as the “Zero-based budget” may turn out to be risky in nature (Emerling and Wojcik-Jurkiewicz 2018). It is to be specifically noted over here that like every good thing or technology, there are some negative effects or issues associated with it where the traditional budgeting is no exception which may point out towards the adoption of new and different budgeting techniques such as the “Zero-base” budgeting technique which firstly includes high chances of human error where it can be seen that under the traditional budgeting technique which is developed on the basis of the previous year’s budget, the filling of spreadsheets may cause human errors which could prove costly for the business organisation in question. Secondly, under the traditional budgeting method the budgeters or the managers have to look through different spreadsheets to ascertain the estimated income and expenditure of the previous year and then adding the factor of inflation into it to develop the budget for the upcoming year and hence the traditional budgeting is very time consuming. This type of traditional budgeting technique does not encourage the expected behaviours such that the company is not bale to allocate a more budget for the specific departments which are either loyal or is innovative (Zhao 2022). Fourthly, the organisation cannot align spending and strategy under the traditional budgeting technique which along with all other factors may cause inaccurate future predictions for the organisation for which the budget is being created. 
Zero-base budgeting on the other hand represents a unique technique of budgeting or budget development where a new budget is always developed right from the very scratch ad not is dependent or based upon the budget developed in the previous year (Ibrahim 2019). This is how the specific budgetary technique got its name as “Zero-based” budgeting because every new estimate of the of the items in the budget starts from zero itself that is not being tagged with the figures of the previous year’s budget (Deloitte 2022). Therefore, the “Zero-base” budgeting technique inherently forces the developers of the budget or the managers of a business organisation tasked with the preparation of the budget to look at the business and its intended future performance with fresh-eyes away from the prejudices, limitations or assumptions being made in the last year’s budget. Hence, it can be said that the “Zero-base” budget allows the preparers and the decision makers to strategically align the future income and spending with that of the strategic objectives and other relevant applicable business strategies (Khalifa and Alodhaibi 2021). It is to be noted that this was the shortcoming of the traditional budgeting which the “Zero-base” budgeting duly addresses. 
b. The process of zero-based budgeting and its implementation is discussed below:
· The first process is to set a business goal. With the start of a new accounting period, the first thing is to clarify as well as specify the goals of the business. It is also important to decide the aim whether it is to cut costs or to increase the profit or both. Hence, it is necessary to start with a single goal and then make sure that the goal is measured. 
· The second process is to use the activities that are necessary to achieve the goals. The business goals that are set in the first process require certain activities to achieve those goals. Hence, in this process with the help of zero-based budgeting, the activities are undertaken. The activities should be set in such a way so that the resources are allocated efficiently for achieving those goals (Zero-based Budgeting 2018). 
· The third process is to determine the cost drivers. In this process, the cost is determined that is related to the actions that need to be performed for achieving those business goals. The costs that are already related to operating and maintaining the business should also be added up if those costs are important expenditures (Ibrahim 2015). 
· The fourth process is to train the budget holders. Training and education are needed when there arises any difficulty in the zero-based budgeting process. In the training, the understanding of the new approach and the system needed for supporting it should be provided. With the help of the right technology, the process would need less intensive training.  
Hence, when zero-based budgeting is followed, the task that is deemed to be most important needs to be implemented and the budget that has been created must be followed. After the end of the accounting period, the actual results with the budgeted result need to be measured so as to see whether the goals have been achieved or not. In zero-based budgeting, the next budgeting period starts with zero and the cycle continues like this (Ibrahim 2019). Therefore, the effective implementation of zero-based budgeting is a cost discipline that helps the businesses to improve the planning of resources, and collaboration of the organization, and at the same time, it also helps employee engagement. ZBB is implemented as a measure for reducing or cutting costs and it also helps in solving problems and ensuring that the spending is aligned to the organization’s growth objective (Surianti and Dalimunthe 2015). When the performance is not as per expectation then ZBB can help businesses to detect the best course-correct for the upcoming months. Therefore, for implementing the ZBB it is important to install the expense automation and tracking software which will depict the exact cost of the business, a meeting should be organized with the members who are managing the budget and it is also important to ensure that the communication line is open and employees are empowered to take correct decisions. The main objective of ZBB is to justify all the operating expenses of the business and to consider the areas that are generating revenue for the business. 
c. In order to better understand the concept of budgeting control in supporting the holistic concept of sustainability, one has to inherently understand the importance and role of budgetary control along with the concept of sustainability in details. Firstly, the aim and role of budgetary control is to effectively manage both income as well as expenditure of an organisation in question (Finance.admin.cam.ac.uk 2022). This portrays that the organisation and its management can easily keep an effective track on the income as well as expenditure of the organisation through the use of budgetary techniques. This would effectively allow the business and its management to easily compare the expected income as well as expenditure with that of the actual income and expenditure within the designated period thereby allowing the business decision makers to make effective and better-informed decisions based upon the variations to the expected figures within the prepared budget to that of the actual (Rebrowa et. al. 2020). This is how the business and its management can make corrective actions to the future strategies to accomplish desired figures of performance in future. On the other hand, the sustainability refers to the ability of an organisation to maintain as well as support its operations and processes over time on a continuous basis thereby accomplishing a holistic growth and development for all (Masini et. al. 2021). Thus, the budgetary control through budgetary techniques allows a business organisation in accomplishment of a sustainable development and at the same time maintaining an overall effectiveness of the different resources as well as capital of the said organisation thereby driving the business towards a holistic development and growth over time. 
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