
CONTINENTAL HOTEL BUDGET PLANER
     



[bookmark: _Toc341883013]Executive Summary

This report will cover a budget planner for The Continental Hotel, a hotel situated in London which operates with 15 rooms and has a high-quality restaurant. The report will also provide an Excel work sheet with a zero-based budgeting plan, will debate advantages of using zero-based budgeting plan over the traditional based one and will compare them, will define, and evaluate the process of zero-budgeting and how an organisation can introduce this budgeting plan and what steps it takes. 
The conclusion debates why a company should choose a zero-based plan in favour of the traditional one, even if the first one is more time consuming, and it might need some financial investment. 
Section 4 will list more types for budget calculations and will explain how financial budget was calculated for The Continental Hotel from January 2022 to December 2022. 
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1. [bookmark: _Toc341883014]Introduction
Budget planner is extremely important for a company because it shows a plan for a certain period in future and help to set a certain amount of income and expenses that are likely to occur in that set time, leading to an approximate profit or money deficit, which can be avoided. In other words, budgeting is a process that looks at the company’s estimated incomes and expenditures over a specific period in future. It allows the company to see if they can operate at their expected levels. A budget is drawn for a period of one year and contains and contains anticipated sales and business costs in that period. (Informi, 2022)
Advantages of budgeting:
· Gives the ability to make improvements and anticipate problems
· Give financial information on which the company can base decisions
· Improve financial clarity and focus
· Bigger confidence in making financial decisions (InfroEnterpreneurs, 2009)

The best way to make a realistic budget planner is to look in the past, at the actual expenses. After analysing expenses in past, identify if there are any sectors that need high finances to go out, and what can be done to reduce them.
When making a business planner for future, expenses like increased yearly costs should be considered because of inflation and pay raises and bonuses for employees. As an example, Christmas bonuses can dramatically increase expenses if there is not a clear budget planner for that year. 
Investment needs to be considered also when making budget planner, and financial margin should be saved. For example, the company might need new machinery through the year or repairs will need to be done.
If the company go for a zero-based business planner, good practice is to review yearly budget monthly, so if there are any changes they can be noticed in time and updated. It is also good practice for time saving. 
Continental hotel is a 15-room hotel situated in London, that provides a very good quality restaurant and charges £250 per night for one room.

There are two types of budgeting:
1.Zero-based budgeting
2.Incremental budgeting 
This report will evaluate the zero-based budgeting process. 

2. [bookmark: _Toc341883015]Zero Based Budgeting

2.1 [bookmark: _Toc341883016]Zero-based budgeting

The purpose of zero-based budgeting is to give every penny a purpose and use it for a reason. For example, to allocate all income for expenses, saving, and debt payments. In other words, income minus expenditures should equal zero. (Schwahn, 2020) Making a zero-based budget monthly, will prevent the company from spending money that they do not have. 

2.2 [bookmark: _Toc341883017]Advantages of Zero-based budgeting over Traditional Based

The difference between zero-based budgeting and traditional based is that the second one cover the previous year expenditure in the new budget and only increments are the matter of debate, where zero-based budgeting covers the assumption that every single penny of expenditure should be justified. (S, 2017)
Advantages of zero-based budgeting:
- All operating expenses are justified. 
- Legal expenses are monitored, because sometimes legally costs might not be examined for years, unless an economic shock comes and make the company take extreme action. (Team, 2021)
- It prioritises resource allocation efficiency, because once this system is in place, resources can be used with much more efficiency. (Murphy, 2022)
Zero-based budgeting is better to used then traditional budgeting, even if is more time consuming and needs to be checked monthly as a good practice, because it gives company the change to monitor finances and make changes in payments throughout the year if needed. Instead of looking how the company progressed financially in past, zero-based budgeting can be used to avoid any financial problems. 
COMPARISON CHART
	ZERO-BASED BUDGETING
	TRADITIONAL BUDGETING

	Prepares budget for next year as a budget base 
	Whenever the budget is set, finances are re-evaluated 

	Previous level of expenditure
	New economic evaluation 

	Accounting orientated 
	Decision or project oriented 

	Financial justification is not required 
	Financial justification is required, considering costs and benefits 

	Routine approach 
	Straight forward approach 


(S, 2017)

2.3 [bookmark: _Toc341883018]How the Organisation Might introduce Zero-based Budgeting

The best time to introduce a zero-based budgeting is at the beginning of the year, so the company can have a fresh budget. If the company planned to introduce it during the traditional budgeting year, in the meantime, they can look at zero-based budgeting as initiatives for maximum return. 
There are some useful tips to successfully implement a zero-based budgeting:
· Have a clear plan to what you want to achieve in the business with zero-based budgeting.
· Find the technology that makes it easy to use and everyone understand it. Excel is the most used when it comes to this type of budget plan.
· It might need some financial investment, but if needed, provide training to budget holders, so they understand how zero-based budgeting works, and they know how to work it in the technology that the company choose. 

There are five steps of zero-based budgeting:
1. Starting from zero, without using a baseline of the last year’s budget.
2. Evaluate cost areas, eliminate, and reduce financial activities where is no ned for them.
3. Identify cost-effective, relevant, and cost-saving areas and justify them.
4. Identify what activities should perform and how.
5. Communicate roles, plans, and responsibilities in relate to finances. 
(Anaplan, 2022)

3. [bookmark: _Toc341883019]Conclusion
In conclusion, every company must have an accountant that makes at least one annual budget plan, so the company has a prof where finances go, and they have a monthly or yearly net cash flow, depending on budget plan that they use. 
When doing a budget plan, there is a checklist that if is followed, will make the process run more smoothly:
· Identify objectives and achievements for the company
· Be aware of the policies and procedures
· Determine finances that are coming in and going out
· Identify fixed and variable costs
· Collect all information needed for one year budget (for zero-based budget plan)
(Dole, 2013)
Using zero-based budgeting, company can avoid money laundering or unjustified finances, so is better practice, even if is more time consuming and it will probably need some financial investment in technology and training for staff. 
However, the reason why companies still use traditional based budgeting is because it saves time, and the company can quickly figure out how much they spent. (Thakur, 2022) This methos us usually used when the company is not big, so the person that has the responsibility is registered manager, owner, or someone who is highly trusted.  


4.Budget Calculations
There are many more types of budget calculations, not just the two that this report mentioned above:
· Master budget
· Static budget
· Operating budget 
· Cash-flow budget
· Flexible budget
· Budget variances
(Elmerraji, 2021)
The Continental Hotel used an Excel chart to make a zero-based budget plan and estimated its monthly sales income of £84,000-£40,000 each month from January 2022 to December 2022. At the beginning of the year, the company was in credit by £6,000, which brough in account an interest of £120. Positive balance brings in account monthly an interest of 2%, which the company was paid every month because they were in credit throughout the year. 
As an example, the Excel sheets provided with the report shows that in January, The Continental Hotel had a sales income of £81,920 from which payment of £10,015 in that month been deducted, so the net cashflow for that month was £71,905. Adding the £6,000 that company was in credit with, gives a monthly balance of £77,905, which is taking in the next month and the company receives the interest of £1,558. Making this budget calculations monthly, the company will have in December a balance of £580,639, money that can be used for unexpected costs like employee bonuses, machinery fixtures and so on, and the remain of it can be considered profit, but things might change of course, and the plan must be reviewed monthly. 
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