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[bookmark: _Toc117275430]Executive Summary
The financial management of an organisation depends largely on its budgeting processes followed and the budgeting techniques it has adopted. This report has discussed different aspects of budgeting, which assisted in determining the usefulness of a cash budget forecast from the cash budget analysis performed for The Grand Hotel. Planning, evaluation of performance and other importance of budgeting could be identified while incremental budget, activity-based budgeting, zero-based budgeting and value proposition budgeting could be evaluated as important budgeting approaches. The manner in which budgeting can assist and support The Grand Hotel in terms of achieving sustainability have been discussed as well.
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[bookmark: _Toc117347725]1. Introduction
[bookmark: _Toc117275432]There are several types of uses and benefits of budgets and budgeting in the context of an organisation’s financial management. In this report, there is going to be a detailed analysis and evaluation of the usefulness and importance of budgeting in the context of The Grand Hotel, a hotel based in London, which also has an excellent restaurant. A budget planner, which is basically a cash flow forecast, has been prepared for The Grand Hotel, the outcomes of which is going to be analysed in this report. On the other hand, the importance of budgeting is going to be discussed while four key budgeting techniques, which can be implemented in The Grand Hotel, will be evaluated. Moreover, detailed discussions will be performed on the roles that budgeting control has to support the sustainability of an organisation.

[bookmark: _Toc117347726]2. 500-words analysis of Grand hotel budget planner
According to Bragg (2022), a budget can be defined as a forecast of the financial results of an organisation and its financial position for a period in the future. It can be defined in simple terms as a plan that is prepared for spending money in an organisation. A budget is used considerably to plan as well as performance management, which in turn helps an organisation in different ways (Alexander, 2018). There is extensive use of a budget planner in the context of The Grand Hotel. This is budget planner is a cash flow forecast. A cash flow forecast refers to a model prepared for a future period, which indicates when the cash receipts as well as the cash expenditures of an organisation can be expected to occur (Bragg, 2022). In the context of The Grand Hotel, there is a cash flow forecast or cash budget prepared on a month-by-month basis for the period between April 2022 and March 2023.
The cash flow forecast that has been developed for The Grand Hotel shows the division of the cash flows of the organisation based on cash receipts and cash payments. Consideration of its cash receipts shows that the major contributor to cash receipts in the organisation is cash sales. Interests received and receipts from the mini bar are the two other contributors to cash receipts in the organisation. Similarly, consideration of cash payments shows that the major areas of cash payments in the organisation are the salaries paid to the hotel's employees and the expenses incurred for the restaurant. Besides this, property expenses, laundry expenses, mini bar expenses, sky subscription charges and several such expenses are considered in the cash payments of The Grand Hotel. The determination of the differences between the total cash receipts and total cash payments show positive figures consistently between April 2022 and March 2023. These figures have been shown as net cash flow in the month. Positive figures can also be seen in the balance brought forward, which indicates the opening cash balance for each month.
The closing cash balance in each month, which has been shown as the balance carried forward, has been calculated by adding up the balance carried forward with the net cash flow in the month. Consideration of the closing cash balance in each month shows positive figures during each month between April 2022 and March 2023 along with consistent increases occurring in each month. As the closing cash balance of the organisation has increased from 91,240 to 760,185 between April 2022 and March 2023, an increase worth 733% can be seen in the cash position of the organisation. Therefore, it can be stated that there is a high and stable cash position in the organisation The Grand Hotel at the end of March 2023. A considerable improvement can also be mentioned to be attained in the organisation over these 12 months. As a result, it can be summarised that the organisation is going to have a stable and improving financial position by the end of March 2023.

[bookmark: _Toc117347727]3. Task 2
3.1 Importance of budgeting
Budgeting turns out to be significant in different kinds of ways (Dimitrova and Velcheva, 2021). There is great importance of budgeting in terms of assisting business organisations to track their expenditures, make enhanced financial decisions, control their costs and spending and focus on the achievement of financial goals (CFI, 2022). The significance of budgeting, however, assists business organisations differently. A range of reasons that explain the importance of budgeting is discussed underneath for the reference of The Grand Hotel –
· Planning – The process of budgeting adopted in business organisations helps their managers to focus on long-term financial plans and objectives rather than focusing on short-term ones (Bonomi Savignon et al., 2019). Budgeting also assists a business organisation in the planning of all its funding activities and meeting the needs of funding.
· Funding and cash allocation – Budgeting helps an organisation in terms of funding allocation as well as cash allocation (Maheshwari et al., 2021). This is because budgeting is useful for forecasting the future expenditures of business organisations, based on which their funding is planned and allocated. Conversely, it also helps organisations in estimating their future cash inflows and outflows, based on which it allocates cash to maintain a stable cash position in the future.
· Evaluation of performance – The process of budgeting also makes it easier for organisations to evaluate their performance (Arnold and Artz, 2019). It is because the comparison of the budgeted performance of an organisation with its actual performance assists in the derivation of its underlying variances. Depending on the favourability of the variances determined from these comparisons or their adversity, the efficiency of the performance achieved in an organisation can be derived. In the case of adverse variances, decisions can also be made about the eradication of adverse variances.
· Bottleneck analysis – In an organisational context, there are diverse kinds of bottlenecks that exist. Budgeting helps in the identification of all these bottlenecks (Cammack et al., 2020). Accordingly, organisations can focus on the things that can be done to either increase the capacity of their bottlenecks or eradicate these bottlenecks.
3.2 Understanding of incremental budgeting
The incremental budgeting is a budgeting technique that involves the preparation of an organisation’s budget by considering its previous budget and adding incremental amounts to the budgeted figures (Froessler et al., 2018). In this budgeting technique, the current period’s budget or its actual performance accomplished is considered and used as the base for budget preparation. Incremental amounts are adjusted to the existing budget figures to forecast the figures for the next period. An incremental budgeting technique is important since it is a simple budgeting technique and helps in maintaining good operational stability and consistency in a business organisation (Ouassini, 2018). The implementation of this technique in The Grand Hotel can be beneficial for the eradication of all sorts of internal rivalry through the allocation of equal incremental changes to budgets. It can also be advantageous to ensure stability in funding, as the funding in the organisation is stable over time. Besides this, since there is less time required for preparing budgets using incremental budgeting, the budget preparation costs of the organisation can be lowered.
3.3 Activity-based budgeting
According to Wegmann (2019), one can define activity-based budgeting as a method of budgeting, which analyses the activities of a business organisation thoroughly to estimate its future costs. It does not consider the budgets prepared in the previous years for preparing a budget for the future years. Such a budgeting technique comprises the recognition of a company’s cost drivers depending on the total units as well as cost per unit estimated for the next period. Activity-based budgeting has an important role in the control of the costs of production of a company (Amin and Nengzih, 2021). The implementation of this technique in The Grand Hotel can be beneficial to find out the inputs required in the organisation to support the targets or output required in its context. It can also be advantageous for improving the efficiency of production in the organisation through determination of cost reduction possibilities of its products.
3.4 Value proposition budgeting
Value proposition budgeting can be defined as a budgeting technique, that analyses and justifies the value of every item present within the expenditure list of an organisation (CFI, 2022). This budgeting technique is also called priority-based budgeting and helps in ensuring that each cost element is entered into the budget of an organisation for delivering value. Value proposition budgeting is important for ensuring that an organisation spends its money or funds in a way such that positive returns can be generated. The implementation of this technique in The Grand Hotel can be beneficial for analysing how value is created for customers and other stakeholders such as employees. It can also help in evaluating if the value created overweighs costs or not. Moreover, value proposition budgeting can also help in avoiding the unnecessary expenses of an organisation.
3.5 Zero-based budgeting
The zero-based budgeting technique is also one of those budgeting techniques, which does not consider the budgets prepared in the previous years for preparing a budget for future years. According to Ibrahim (2019), zero-based budgeting is a budgeting technique that prepares the budgets of an organisation for a future period through the consideration of zero as the base of the budget. It involves the preparation of the budgets of an organisation from scratch and all costs recorded or forecasting in the budgets are justified (Alddin and Dali, 2021). The implementation of this technique in The Grand Hotel can be beneficial for the development of responses to the changes occurring in an organisation's business environment. It can also be helpful for the organisation to allocate resources economically and rationally while enhancing the involvement of its staff in budgeting activities. Significant understanding and knowledge can be developed on the cost behaviour patterns of the organisation as well.
3.6 How budgeting control can support sustainability 
Sustainability can be referred to as the ability to maintain and support a process continuously over time (Hermundsdottir and Aspelund, 2021). In the context of a business, sustainability can be defined as the ability to maintain the continuity of business operations and the attainment of stability in the forthcoming years. Budgeting control has an important role in supporting the sustainability of businesses. According to Kunnathuvalappil Hariharan (2019), budgeting serves as a financial simulator in business organisations. The attainment of budgeting control is beneficial for the creation and attainment of financial stability in business organisations by ensuring accurate forecasting activities and achieving income and expenditure goals (Levytska et al., 2020).
At The Grand Hotel, budgeting control can be a major tool for supporting the organisation's sustainability. It is because budgeting is advantageous for an organisation to provide it guidance and structure for directing where it is going. Maintaining efficient cash flows along with estimating its future cash position also becomes easy due to budgeting (Phaup, 2019). Budgeting control can also be acting as a support for The Grand Hotel to allocate resources efficiently and perform activities related to financial planning. Moreover, budgeting control can also turn out to be important for measuring the performance that is being accomplished in this organisation by the medium of comparing and contrasting its actual performance with budgeted performance.
Based upon the variances determined between the actual performance and budgeted performance, there can be steps adopted for improving the financial performance accomplished in The Grand Hotel. Budgeting control can also help the organisation in maintaining effective control of the costs incurred in the organisation as well as eradication of all types of excess and unnecessary spending. This in turn can be leading the organisation towards the accomplishment of a strong and stable financial position. Such a strong and stable financial position helps an organisation in ascertaining the continuity of its processes and operations in future periods. Thus, in this manner, budgeting control can be supporting the sustainability of The Grand Hotel.

[bookmark: _Toc117347728]4. Conclusion
Therefore, the findings of the report help in summarising that budgeting have a considerable role in the financial management of business organisations. In the budget planner that has been created for The Grand Hotel, an improving level of cash position can be noticed in all 12 months between April 2022 and March 2023. The various reasons why budgeting is important could be evaluated while incremental budget, activity-based budgeting, zero-based budgeting and value proposition budgeting could be recognised as key techniques of budgeting. On the contrary, how budgeting control assists in the attainment of sustainability in business organisations could be evaluated.
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Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts :

Payment on business accounts                       

Cash sales 1,85,000 1,66,000 1,85,000 1,40,000 1,42,000 1,49,000 1,56,500 1,66,900 1,74,000 1,49,000 1,50,900 1,50,800 19,15,100

Interest Received 405 2,332 4,694 7,114 8,274 9,511 11,113 12,912 15,222 17,364 19,206 20,918 1,29,065

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 1,06,800

Total Receipts 1,94,305 1,77,232 1,98,594 1,56,014 1,59,174 1,67,411 1,76,513 1,88,712 1,98,122 1,75,264 1,79,006 1,80,618 21,50,965

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 3,37,900

Freehold    

Fixtures and fittings              

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 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

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                        

Payments to suppliers                        

Vehicle Insurance 8,000 8,000

Salaries 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 6,90,000

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  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

Van                        

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 32,000

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

Marketing                   

Overdraft Interest          

Beverage 2,700 2,700 2,700 2,700 2,700 2,700 16,200

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 1,16,565 1,12,015 1,17,915 1,17,365 1,17,915 1,14,015 1,16,565 1,11,715 1,26,715 1,13,865 1,21,915 1,17,715 14,04,280

Balance b / f 13,500 91,240 1,56,457 2,37,136 2,75,785 3,17,044 3,70,440 4,30,388 5,07,385 5,78,792 6,40,191 6,97,282 43,15,640

Net cashflow in month 77,740 65,217 80,679 38,649 41,259 53,396 59,948 76,997 71,407 61,399 57,091 62,903 7,46,685

Balance c / f 91,240 1,56,457 2,37,136 2,75,785 3,17,044 3,70,440 4,30,388 5,07,385 5,78,792 6,40,191 6,97,282 7,60,185 50,62,325
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