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[bookmark: _Toc107411650]Task 1
[bookmark: _Toc107411651]Prepare the budget planner (cash flow forecast) for the hotel for the forthcoming year.
Cash Flow Forecast (or budget planner) for The Continental Hotel
	 
	 
	 
	Jan
	February
	March
	April
	May
	June
	July
	August
	Sept
	Oct
	Nov
	Dec
	Total

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

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payment on business accounts
	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

	Cash sales
	 
	 
	85,000
	66,000
	85,000
	40,000
	42,000
	49,000
	56,500
	66,900
	74,000
	49,000
	50,900
	50,800
	7,15,100

	Interest Received
	 
	 
	180
	2,555
	4,424
	6,926
	8,053
	9,323
	10,873
	12,713
	14,903
	17,324
	19,114
	21,026
	1,27,413

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Receipts
	 
	 
	91,980
	75,355
	96,224
	53,726
	56,853
	65,123
	74,173
	86,413
	95,703
	73,124
	76,814
	78,626
	9,24,113

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Freehold
	 
	 
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Fixtures and fittings
	 
	 
	0
	0
	0
	0
	1,750
	0
	0
	0
	0
	0
	0
	0
	1,750

	Property expenses
	 
	 
	0
	0
	0
	0
	0
	0
	0
	0
	2,500
	0
	0
	0
	2,500

	Laundry
	 
	 
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Energy costs
	 
	 
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	8,400

	Payments to suppliers
	 
	 
	4,900
	5,150
	4,900
	8,250
	5,150
	5,250
	4,900
	5,500
	4,900
	5,250
	5,150
	5,250
	64,550

	Wages
	 
	 
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	6,000
	72,000

	Salaries
	 
	 
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Vehicles 
	 
	 
	415
	415
	415
	415
	415
	415
	415
	415
	415
	415
	415
	4,415
	8,980

	Van
	 
	 
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

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

	Rates
	 
	 
	300
	300
	300
	300
	0
	600
	300
	300
	0
	600
	300
	300
	3,600

	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

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total payments
	 
	 
	12,815
	13,065
	12,815
	16,165
	14,515
	13,465
	12,815
	13,415
	15,015
	13,465
	13,065
	17,165
	1,67,780

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance b / f
	 
	 
	6,000
	85,165
	1,47,455
	2,30,864
	2,68,425
	3,10,762
	3,62,420
	4,23,778
	4,96,776
	5,77,464
	6,37,123
	7,00,872
	42,47,104

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cash flow in month
	 
	 
	79,165
	62,290
	83,409
	37,561
	42,338
	51,658
	61,358
	72,998
	80,688
	59,659
	63,749
	61,461
	7,56,333

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance c / f
	 
	 
	85,165
	1,47,455
	2,30,864
	2,68,425
	3,10,762
	3,62,420
	4,23,778
	4,96,776
	5,77,464
	6,37,123
	7,00,872
	7,62,333
	50,03,437



Workings:
1. Payment on business accounts
= Average estimated income from the sale of alcoholic beverages, snacks and soft drinks from the mini bar inside rooms
	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	August
	September
	October
	November
	December

	Sale of mini bar items
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800
	6,800



2. Cash Sales
= Monthly revenue predicted from rooms charged at 250 per night
	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	August
	September
	October
	November
	December

	Cash Sales
	85,000
	66,000
	85,000
	40,000
	42,000
	49,000
	56,500
	66,900
	74,000
	49,000
	50,900
	50,800



3. Interest Received
= Previous month’s closing bank balance * 3%
	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	August
	September
	October
	November
	December

	Interest
	180
	2,555
	4,424
	6,926
	8,053
	9,323
	10,873
	12,713
	14,903
	17,324
	19,114
	21,026



4. Energy costs
= Utility bills
	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	August
	September
	October
	November
	December

	Interest
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700
	700



5. Payments to suppliers
= Payment for magazine supply + Complimentary in-room beverages + Newspaper supplies + Use of facilities + Sky Sports and Sky Movie expenses + License to the Premier League + Mini Bar Supplies
	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	August
	September
	October
	November
	December

	Magazine
	0
	250
	0
	0
	250
	0
	0
	250
	0
	0
	250
	0

	Complimentary in-room beverages
	0
	0
	0
	350
	0
	350
	0
	350
	0
	350
	0
	350

	Newspaper
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150
	150

	Insurance on vehicles
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	4,000

	Sky Sports and Sky Movie
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250
	250

	License to the Premier League
	0
	0
	0
	3,000
	0
	0
	0
	0
	0
	0
	0
	0

	Mini Bar
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000
	3,000



6. Vehicles
= Vehicles on lease + Insurance on vehicle + Valeted vehicles
	
	Jan
	Feb
	Mar
	April
	May
	June
	July
	August
	September
	October
	November
	December

	Vehicles on lease
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275
	275

	Insurance on vehicles
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	4,000

	Valeted vehicles
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140
	140




[bookmark: _Toc107411652]Task 2
[bookmark: _Toc107411653]Introduction
Budgeting is one of the main tools used within business organisations for financial planning and forecasting purposes. This report has been prepared for the Regional Accounts Director of The Continental Hotel in London for providing details regarding the technique of zero-based budgeting. All discussions are going to be made in terms of the application of the zero-based budgeting method within the context of this hotel in the near future.
[bookmark: _Toc107411654](a) Traditional based budget and zero-base budget
One of the key tools or techniques in the branch of management accounting is budgeting (Maheshwari et al., 2021). According to Bragg and Bragg (2022), a budget can be defined as a set of interlinked plans, which provide a quantitative description of the projected future operations and costs of an entity. It is used as a yardstick against which businesses can be measuring their actual operating results, planning future operations as well as allocating funding. According to Corporate Finance Institute (2022), budgeting is referred to as the process through which businesses implement a tactical financial plan. In this context, kfknowledgebank.kaplan.co.uk (2022) mentions the role of budgeting in planning and controlling business operations while ensuring the performance management of businesses.
However, there are different types or forms of budgets prepared within businesses (Nazarova et al., 2016). These budgets largely help organisations in the achievement and maintenance of good financial performance. One of the key forms of budgeting adopted within businesses is the traditional budget. According to SeTin et al. (2019), a traditional budget or a traditional based budget is a budgeting method in which the revenues and expenditures of a business entity for a future period are predicted based on previous period’s budget. In this form of budgeting, the budget prepared during the previous year is chosen as the base for preparing the budget for the next year. It is one of the oldest forms of budget preparation techniques and one of the simple and easiest budgeting methods as well. The adoption of the traditional budget method plays an important role in the promotion of decentralisation within organisations. It allows business managers in preparing separate budgets for their respective departments while allowing business departments for establishing greater control on budgets.
Moreover, it acts as a control measure within businesses through the creation of a reference point for business activities (Weigel and Hiebl, 2018). It helps managers working in different departments within businesses to understand their roles in a clear way while reflecting what is expected from them. In the context of The Continental Hotel, there is a significant usage of the traditional based budgets. However, in addition to the above budgeting techniques, there are different types of limitations or drawbacks in this budgeting technique as well (Nikodijević, 2021). For example, a key drawback of traditional budget is that it is inflexible in nature. Besides this, the managers of various business departments often manipulate the budget prepared through this approach for creating a budgetary slack or getting favourable future results. Moreover, as this budget is based on the previous period’s budget, the mistakes in the previous budget are carried over to the next period’s budget.
However, all these limitations or drawbacks of traditional budgets are overcome in the zero-based budgeting method. According to Corporate Finance Institute (2021), a zero-based budget is a budget in which the expenses of a company are forecasted through the allocation of funding depending on the necessity of spending in the budget period. It does not rely on the figures of the previous budget, as the budget is prepared from the scratch. All expenses and spending incorporated within a zero-based budget need to be justified in this budget method (Beredugo et al., 2019). No expenses are automatically added to this budget, as done in the traditional budget.
This budgeting approach is suitable for business organisations in the allocation of resources to the areas where the spending made is discretionary or non-essential (Ibrahim, 2019). Moreover, there is great usefulness of zero-based budgets within the context of public sector organisations, for example, the local government or authorities. The biggest advantage of this approach of budget preparation is that it helps businesses in responding to the changes that are occurring within the business environment and adjusting costs accordingly. Besides this, it leads to the economical as well as efficient allocation of resources within business organisations. At The Continental Hotel, the zero-based budget can be an ideal budgeting approach for controlling spending and achieving strong cost control.
[bookmark: _Toc107411655](b) The process of zero-base budget and how can this be implemented
The discussions made in the above section help in identifying that there are different types of benefits of using zero-based budgets over traditional budgets. In the context of The Continental Hotel, the implementation of the zero-based budget can be beneficial in diverse ways. However, there is a specific processes needed to be adopted in case of zero-based budgeting (Paris et al., 2021). The following is the process that The Continental Hotel needs to follow for preparing zero-based budgets –
· Identification of decision units – Decision units refer to either cluster of activities or a single activity, which businesses can identify meaningfully and independently. The identification of decision units is the first step in the zero-based budgeting process.
· Making decision packages – The decision units identified in the first step are required to be broken down into small decision packages. These packages must be aligned with organisational objectives.
· Rank decision packages – In this step, the decision packages identified in the previous step are needed to be ranked based on their priority and importance. The logic underlying for the prioritisation of the decision is the allocation of scarce resources efficiently.
· Allocate available resources – In this step, there is an allocation of funds based on the available resources in an organisation to the individual decision packages. The funds are however allocated depending on the ranks of each package.
· Controlling and monitoring – The last step in the process of zero-based budgeting is the measurement and evaluation of the output and performance of each decision package. This is going to help managers in understanding whether resources have been allocated accurately or not.
However, for the implementation of the zero-based budgets, there are four distinct stages, which need to be followed (kfknowledge.kaplan.co.uk, 2022). The following is a discussion on the four stages that is needed to be followed or adopted in The Continental Hotel for the implementation of zero-based budgets –
· Managers must be specifying the activities for their responsibility centres, which can be evaluated individually.
· These individual activities must be described in a decision package through clear statement of the revenues and costs that are expected from the given activities.
· Followed by this, cost benefit analysis must be conducted for the decision packages and ranked accordingly.
· Based on this, resources must be allocated to the different packages.
In this manner, the implementation of the zero-based budget can be ensured in the context of The Continental Hotel.
[bookmark: _Toc107411656](c) Can budgeting control support sustainability
According to Hermundsdottir and Aspelund (2021), sustainability can be defined as the capacity of supporting or maintaining a process over time continuously. In a business, sustainability indicates its capacity to maintain the continuity of its operations smoothly and with stability in the future years. Budgeting largely helps business organisations in the accomplishment of sustainability. It is used as a tool for the sustainable development of business organisations. In this context, Simakov and Chernyshova (2020) mentioned that budgeting acts as a financial simulator within the context of businesses. It leads to the creation and achievement of financial stability within businesses through accurate forecasting as well as achievement of income and expenditure goals.
In the context of The Continental Hotel, budgeting control can be used as a support for achieving sustainability. This is because budgeting can help the organisation by providing a structure and guidance to the direction in which it should be going while predicting cash flows and maintaining good cash flows. Budgeting can also be supporting The Continental Hotel in the allocation of resources in an effective manner while conducting its financial planning activities. Besides this, budgeting control can help the organisation in the measurement of its performance in an accurate manner by the compare and contrast of its budgeted performance with its actual performance. 
Depending on the determination of the variances between budgeted performance and actual performance, steps can be adopted on the improvement of the financial performance of the organisation. Besides this, budgeting control can be used for the maintenance of a strong control on the costs that are spent within the organisation. All unnecessary and excess spending done within the context of The Continental Hotel can be eliminated through budgeting. In this manner, a stable financial position can be achieved within the context of this organisation. This in turn is going to be leading The Continental Hotel towards the achievement of sustainability, as the organisation can ensure the continuity of its operations and processes in the future. Hence, in this way, budgeting control can be supporting the sustainability of business organisations.
[bookmark: _Toc107411657]

Conclusion
Hence, from this report, it could be determined that traditional budgets and zero-based budgets are the two main approaches used for budgeting within business organisations. Besides this, the benefits of zero-based budgeting within business organisations over traditional budgets could be identified. At the same time, how budgeting can support the sustainability of the organisation The Continental Hotel could be evaluated.
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