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Task 2 – Analysis of the Grand Hotel Budget Plant done in Excel
In the provided excel template, all the available financial details have been entered. The revenue including the expected sales for 12 months starting from April 2022 to March 2023 has been shown in the receipts section of the excel worksheet. Similarly, the estimated income received from the customers from the sales of mini-bar beverages has also been summed up with the sales figure of the hotel. The remaining income is the interest earned at the rate of 3% monthly on the net cash balance remaining at the end of each month. Likewise, all the relevant expenses have also been summed up and presented under the total payments section of the worksheet to derive the net cashflow for each month. The net cashflow for each month is then added to the opening cash balance to calculate the month-end balance. It must be noted that the mini-bar expenses and the newspaper costs are paid only in the following month of actual expenses incurred, hence, they do not show up for April. The given financial transactions of cash receipts and payments are useful in preparing a cash budget for the Grand Hotel. It is very useful as it helps the management in making necessary decisions regarding cash management in the organization. If we analyze the prepared cash budget of the Grand Hotel, we will see that the hotel had a negative cash balance on 1st April, as a result of which it needed to pay interest at the rate of 6.5% per month on its previous month's balance. However, every month afterward, the hotel has a positive cash balance and is able to earn an interest of 3% per month on the previous month's cash balance. The technique of preparing the cash budget is simple where we add up the total receipts of the hotel for each month and deduct the total payments from where we get the net cash flow. We add this net cash flow to the opening balance and we will get the month-end cash balance which will be transferred to next month as an opening balance. The expenses are of different natures as they are required to be paid at different points in time. Some are paid daily, some monthly, some quarterly, some annually, and so on. Hence, depending upon the type of payment required, the hotel is required to manage its operating cash because during one month the hotel could have lesser expenses to be paid, whereas, in another month, it could be required to pay a larger amount. However, if we look at the worksheet and analyze the budget planner, we will notice that the hotel has a very strong cash balance. This will allow the hotel to manage its daily operations and working capital smoothly, and maintain sufficient liquidity. Thus, we can conclude that the Grand Hotel has an efficient cash management system to manage its daily operations.
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[bookmark: _Toc116909861]Introduction
Account directors of an organization are required to have a good knowledge of budgeting. So, this assessment deals with the concept of budgeting and its importance. Moreover, this report also explains different types of budgeting along with explaining how budgeting supports the sustainability of the company. 
[bookmark: _Toc116909862]Budgeting
The overall plan of spending is known as Budgeting. Creating a plan for the overall spending enables a company to decide in advance whether the company has enough money or not to do the things the company need to do or would have to do in the future (Shim et al., 2011). Moreover, budgeting helps in planning and controlling the finances of the business.
[bookmark: _Toc116909863]Importance of budgeting
In short, budgeting is significant for the company because it assists on keeps an eye on expenses, managing spending, and saving more money. Furthermore, budgeting in the business recognizing the currently available capital of the business allows one to calculate the expenditure and estimates of incoming revenues (Bell, 2020). Businesses can compare performance to spending on the budget and make sure that funds are accessible for projects that support corporate growth and development. Thus, it allows the owner of the business to focus on cash flow, cost reduction, profit improvement, and high return on investment. The importance of budgeting is best demonstrated through the following points:
Make sure of resource availability
The main function of budgeting is to make sure that an organization has adequate resources to achieve its objectives. Preparing a budget beforehand allows for choosing the teams that needed more resources and also advice on the area where the unnecessary budget can be cut (‌ Banks,2018) 
Provide an opportunity to financing
Having well-prepared budgetary information always became helpful when looking for outside investors to work at a startup. It is because investors are usually concerned with the current, and past financial performance of a company to decide on funding a company. Thus, the budgeting capability of the company attracts investors for funding.
Offers a Flexible plan
The budget is a financial roadmap for the company. It shows how much a company should earn and spend on specific items. If things do not go according to the budgeting, then effective action could be taken immediately. In this way, the company will not suffer much as there is time to take effective action.
Helps to make large financial decisions
Sometimes, the company had to make a large financial decision in which a large number of budget moves in and out of the company. It is necessary to run the company successfully in this competitive world. With budgeting, it will be very easy to decide how much salary increment, and dividing bonuses can be afforded by the company. Moreover, it also helps in deciding what kind of benefits the company could offer to its employees.
Meeting financial goals
Setting financial goals works as a benchmark for the company because it means if financial goals are achieved the company did well throughout the year and can expand its business. In the absence of budgeting, the company could not figure out whether it is having a profit or loss. Consequently, well-prepared budgeting keeps a company and its stakeholders on track to achieve its goals as they would be aware of where the budget is coming from and being spent.
[bookmark: _Toc116909864]Different types of Budgeting
Usually, most companies use four common types of budgets and they are incremental budgeting, activity-based budgeting, value proposition budgeting, and zero-based budgeting.
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                                      Fig 1: Four Budgeting Methods (Sahana et al., 2018)

[bookmark: _Toc116909865]Incremental Budgeting
It is simple to use and understand which made this budgeting a mostly used budgeting than the other three budgeting. It is the budgeting that resulted after making a minor change to the current budget to have a new budget. The current year's budget will be the base for the next year's budget collection. This budgeting should be used only when the company is confident to have a stable budget for a long period with only minor changes. This budgeting has so many advantages as it is very easy to use and also it is very easy to see the impact of change. Furthermore, it also provides funding and operational stability. In contrast, the biggest pitfall of this budgeting is that it leads the company to extra spending. Department will be well aware that they will get the same amount for the next budget, and that allows them to spend more. Likewise, having this budgeting the company had a mindset that everything stays the same and ignores changes (Sahana et al., 2018).
[bookmark: _Toc116909866]Activity Based Budgeting
 Activity-based budgeting is defined as the budgeting method in which activities of the company are inspected to predict costs. In other words, different business activities that are occurred within a company incur different sorts of cost, and Activity Based Budgeting is used to research, record, and analyze those costs. The implementation of Activity-based budgeting helps in avoiding to make spending on unnecessary spending. With this budgeting, activities are examined properly and resources are used for more efficient activities. Thus, avoiding spending on unnecessary activities will help to increase sales which leads to higher profits. In contrast, Activity-based budgeting is costly as this budgeting requires more resource allocation. Furthermore, it is time-consuming and needed extra time and information to develop an activity-based budget (‌Miller, 2021).
[bookmark: _Toc116909867]Value proposition Budgeting
Value proposition budgeting is the process of evaluating and defending the worth of each item on the expense list. The main purpose of implementing this budget is to look at where the business could get a positive return after investing its money. It is also known as priority-based budgeting. It is an effort to decide whether or not an item in the expense list results in value. It can be a great way to see whether an item the company spends money could more income or satisfy new customers or not. The main benefit of this budgeting is that it is very easy to monitor the money and this way company could control unnecessary spending. It allows the company to spend money on that area which gives more value and boosts the revenue of the company. Focus on a short-term benefit is the disadvantage of this budgeting (Isaac et al., 2015).
[bookmark: _Toc116909868]Zero-based budgeting
The process of preparing a new budget starting from zero every time is known as Zero-based budgeting. In this budgeting, all the expenses are required to be justified for each new period. In this budgeting, all the budgets are divided into expenses, savings, and debt payments.  It allows the company to assign its resources efficiently and maintain accuracy as well. It ensures the maintenance of cooperation and communication within the department and motivates each employee to take part in the decision-making process. Lack of skilled manpower, time consuming, and high human resource turnover are the disadvantages of this budgeting (Ibrahim, 2019). 
[bookmark: _Toc116909869]Budgeting control support for sustainability
Managing income and expenditure is known as budgeting control. The main purpose of budgeting control is to recognize whether corrective action is necessary or not. The main importance of budgeting control is that it keeps an eye on the performance of the company and makes sure that the company runs smoothly. In the same way, budgeting control allows a company to plan its expenses, achieve business goals and predict any operational changes to support the business (Chaudhary, 2018).  Budgeting control supports the sustainability of the business. As we already mentioned budgeting control is the situation when the expense and income of the company are balanced. It means the company is doing well and the company is not spending on unnecessary activities. Balance income and expenditure show the company is financially sound and performing better which attracts investors to invest their money in the business. In the same way, the company will have the capacity to spend money on necessary activities and grab opportunities. Furthermore, with enough budgets, the company could increase the salary, and provide bonuses to the employees. Increments in salary and bonuses will motivate the employee to do better in their job. Thus, in this way, the performance of the company also improved, and able to run for a long period.
With enough budgets, the company could introduce new schemes and products that could attract new customers. The company could spend on advertisement and that results in a higher number of customers buying the products of the customers. Consequently, the company could earn huge revenue and there will be less chance that a well-earning company collapsed (Tidsall, 2015). 
In the same way, with a track of the income and expenses, the company could take corrective measures immediately whenever the expenses go beyond the income. Taking the corrective measures on time saves the company from degrading and resulted in its sustainability.
[bookmark: _Toc116909870]Conclusion
To sum up, budgeting is an important factor that companies should consider to detect their incomes and expenses. If the company has to grab the opportunities at a time it would be better to focus on proper budgeting. As the nature of the company, it could adopt any one budgeting from four of them. Thus, for the sustainability of the business budgeting control is important.
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		The Grand Hotel Budget Planner 2022/23

								April		May		June		July		August		Sept		Oct		Nov		Dec		Jan		Feb		Mar		Total

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





		Receipts :



		 						 		 		 		 		  		 		 		 		 

		Sales						185,000		166,000		185,000		140,000		142,000		149,000		156,500		166,900		174,000		149,000		150,900		150,800		1,915,100

		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		 

		Interest Received						- 0		2,133		4,084		6,591		7,840		9,169		10,761		12,549		14,848		16,979		18,809		20,510		124,273

		 																														 

																																 

		Total Receipts						193,900		177,033		197,984		155,491		158,740		167,069		176,161		188,349		197,748		174,879		178,609		180,210		2,146,173







		Payments :



		Premier League License						- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		6,000		6,000

		F&B 						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

		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

		Virgin Active Subscription						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

		Utilities						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

		Business 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

		Complementary in-romm beverages						2,700		- 0		2,700		- 0		2,700		- 0		2,700		- 0		2,700		- 0		2,700		- 0		16,200

		Mini-bar expenses						 		7,000		7,000		7,000		7,000		7,000		7,000		7,000		7,000		7,000		7,000		7,000		77,000

		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

		Overtime wages						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

		Magazines						2,150		- 0		- 0		2,150		- 0		- 0		2,150		- 0		- 0		2,150		- 0		- 0		8,600

		Newspapers						- 0		1,150		1,150		1,150		1,150		1,150		1,150		1,150		1,150		1,150		1,150		1,150		12,650

		Annual Buidling insurance						- 0		- 0		- 0		- 0		- 0		5,500		- 0		- 0		- 0		- 0		- 0		- 0		5,500

		Custom-made wardrobe						- 0		3,500		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		3,500

		Laundry costs						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

		Vehicle 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

		Petrol costs						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

		Third-party insurance						- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		8,000		- 0		- 0		- 0		8,000

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

		Service training costs						- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		7,500		- 0		7,500

		Overdraft Interest						878		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		878

								 										 														 

		Total payments						109,293		112,015		114,415		113,865		114,415		114,015		116,565		111,715		126,715		113,865		121,915		117,715		1,386,508







		Balance b / f						(13,500)		71,108		136,126		219,694		261,320		305,645		358,699		418,295		494,929		565,962		626,976		683,670		4,128,925

																																 

																																 

		Net cashflow in month						84,608		65,018		83,569		41,626		44,325		53,054		59,596		76,634		71,033		61,014		56,694		62,495		759,665





		Balance c / f						71,108		136,126		219,694		261,320		305,645		358,699		418,295		494,929		565,962		626,976		683,670		746,165		4,888,590













































































































































Sheet2

		WORKINGS :						this page is for your workings - include within your hard copy submission.   

																										2022-23

		(1)

						 		 		April		May		June		July		August		September		October		November		December		January		February		March



		 



		 



		 

		 





		 

		 



		Supplier A

		(1month credit)



		Supplier B

		(no credit / 1%discount)







		Payments to

		     suppliers (£)

		 



		(2)    Wages 



						 		 		April		May		June		July		August		September		October		November		December		January		February		March

										57,500		57,500		57,500		57,500		57,500		57,500		57,500		57,500		57,500		57,500		57,500		57,500

										3,400		3,400		3,400		3,400		3,400		3,400		3,400		3,400		3,400		3,400		3,400		3,400





		Wages paid								60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900







		Cash paid

		      % in month								60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900		60,900

		    % next month



		 

		 







		(3)     Cash received from customers



		    (a)  Credit Sales





						 		 		Jan		Feb		Mar		April		May		June		July		August		September		October		November		December





		Total sales  



		Credit sales 



		Credit sales (£)

		 









		Months				 		 		        £		        £		        £		        £		        £		        £		        £		        £		        £		        £		        £		        £



		 

		 

		 

		 

		 

		 



		Cash received from debtors







		    (b)  Cash Sales





						Nov		Dec		Jan		Feb		Mar		April





		Total sales 



		Cash sales  



		Cash Sales (£)
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