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[bookmark: _Toc116829862]Introduction 
The objective of this report is to provide an assessment of the Grand Hotel's cash budget, as well as the importance of budgeting and budgetary management in leading to business sustainability. Furthermore, it defines budget classifications such as incremental budget, activity-based budget, value proposition budget, and zero-based budget. The concept, applications, and benefits, drawbacks are all described in depth. Furthermore, because budgets give anticipated insights into income and spending, it is more important to boost profitability while decreasing costs from relative income-generating sectors. Furthermore, sustainable growth is attainable if the budget is performed with a more relevant and sensible approach while eliminating superfluous costs. And this realistic budget will be used as the baseline for evaluating the company's real performance. When there is a divergence from the aim in real operation, the relevant managers make efforts to analyze the flaws and the causes for the most accurate resolution. As a result, it is a continuous process that delivers more accuracy in future budget preparation, which eventually aids in the stability of corporate growth.


1. [bookmark: _Toc116829863]The Grand Hotel Monthly Cash Budget Analysis 
The cash budget categorizes the estimated cash inputs and outputs for the upcoming accounting period. This budget is created specifically to estimate whether the firm's operations are optimized to contribute to meet expected cash demands. If the projections show a poor outcome, management must find alternative sources of funding for the company. And the result of a cash budget is critical since it allows other financial decisions such as investments, debts, interest income, and interest cost. The cash budget is generally projected in either the short or long term (John, 2014). A short-term cash budget is produced on a weekly, monthly, or quarterly basis. Long-term cash budgets, on the other hand, are prepared for the estimate of cash needs for the following year or several years (Hutchison et al., 2007). However, The Grand Hotel's cash budget is provided every month, so let us know what it projects for cash demands and why from April 2022 to March 2023.
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[bookmark: _Hlk116726221]Figure 1 Total Budgeted Cash Incomes for The Grand Hotel
Source: Appendix Data

Figure 1 displays the overall budget cash inflows from April 2022 to March 2023, with hotel services accounting for the majority of income. The pattern of cash receipts does not reveal a significant shift in increase. The hotel forecasted the greatest cash income of £199432 for the company operation in December 2022. It typically indicates that the firm may require more cash flows to manage the business due to financial outlays and payment commitments for the month. Furthermore, increased cash flow provides a chance to grow the business's operations. In comparison, £156763 is expected to be the least amount of cash needed in July 2022. Following that, the hotel anticipated a modest increase from July through December.
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	Figure 2 Total Budgeted Cash Expenses for The Grand Hotel
Source: Appendix Data

Figure 2 depicts the entire budgeted cash costs from April 2022 to March 2023. The operating operations, as well as transportation and entertainment, were shown to be the primary sources of financial outflows. Furthermore, the monthly cost pattern fluctuates far more than the monthly revenue pattern. Furthermore, The Grand Hotel’s financial manager forecasted the greatest spending by £ 119507 for the month of March 2023; but, in actuality, the organization will endeavor to cut costs to increase cash available for future company operations.
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      Figure 3 Budgeted Closing Cash Balance for The Grand Hotel
Source: Appendix Data

Figure 3 illustrates a consistent rising trend in the closing cash balance from April 2022 to March 2023. We can see that the ending cash balance is expected to progressively expand, indicating that the organization expects to raise income through capitalizing consistent growth in the finishing cash balance. However, the increased cash balance will aid the hotel in making investment decisions if the budget is met. Furthermore, The Grand Hotel's cash budget is in a very good position in terms of cash spending vs cash inflows and over-the-top closing cash at the end of each month. If the business can meet the cash objective, the hotel's cash management will improve.
[bookmark: _Toc116829864]2. Why Budget is Necessary
Any type of business organization has a variety of expenditures that must be paid on a daily, weekly, monthly, quarterly, annual, or other basis to operate. As a result, a budget is required to guarantee that expenditures are paid and that the firm can meet any long-term payment commitments (Sivabalan et al., 2014). Without a budget, a company may suffer from cash, inventory, production, sales, and general business operations mismanagement. Budgets provide a sense of what may occur the next time, allowing businesses to plan for emergencies (Foster, 2017). A lavish budget helps a company maintain its steady growth by cutting superfluous costs and optimizing profits. As a result, budgeting is critical to achieving the ultimate aim of the company through proper budget implementation.
3. [bookmark: _Toc116829865]Classification of Budgeting 
[bookmark: _Toc116829866]3.1 Incremental Budgeting
Incremental budgeting is a type of new financial planning that is created based on the present budget by making little modifications such as reducing or adding a relevant percentage for the budget of a certain region (Ouassini, 2018). In other words, the budget is a continuation of the prior budget, but with a few new assumptions. That is, this budget does not necessitate calculating each item from the ground up (Seal et al., 2014). Users often regard this as a cautious technique. The assumptions are developed based on the trend of prior budgeting and spending rather than any precise benchmark.
However, the key benefits of employing this strategy are its simplicity, homogeneity, operational constancy, and financing stability (Beredugo et al.,2019). However, the key drawbacks of this budgeting strategy are that it encourages needless expenditure and debates innovation. Because the strategy relies on historical budgeting patterns to maintain growth consistency, expenditure for innovation may also be missed, and previous unnecessary expenses may be carried out in some circumstances.
[bookmark: _Toc116829867]3.2 Activity-Based Budgeting
The goal of activity-based budgeting (ABB) is to estimate a company's costs by examining several related activities. When creating the budget, this technique just takes previous costs into account (Pietrzak, 2013). To produce this budget, a three-step process is used, with the first stage identifying the cost drivers, the second stage projecting the total number of units, and the last stage anticipating the cost per unit (Cooper et al., 2015). Activity-based budgeting focuses primarily on business activities related to costs and attempts to curtain unnecessary activities that have lower contributions to business growth and hardly add value to the organizational objectives (Szatmary et al., 2011). Traditional budgeting methods are more closely tied to previous budgets and business operations.
The main benefit of using these techniques is the capacity to separate costs from their sources to guide the firm toward anticipated profitability (Antić et al., 2016). The costs of the inputs used to produce the activity are the focus of the other budgeting techniques, whereas ABB focuses on the outcomes that drive the cost. The main drawbacks of this procedure, however, are its expense and time requirements.
[bookmark: _Toc116829868]3.3 Value Proposition Budgeting
The value proposition budgeting (VPB) technique, like other budgeting approaches, digs down the cost items, but the radical focus of this approach is on justifying how much value every single spend will offer to the firm (Douglas et al., 2020). The capacity of expenses to generate value is the most important problem, however, in the case of value consideration, customers, workers, and other stakeholders are considered alongside the firm (Kenno et al., 2018). Furthermore, the company focuses on the value drivers and avoids superfluous costs. This strategy differs from others in that it places a strong emphasis on value rather than profit (Melnychuk et al., 2016). VPB is commonly used to reorganize a corporation and achieve a strong market position. The primary benefit of this strategy is the discovery of value drivers, which finally lead to a business's appropriate profitability. The biggest downside is the difficulty in determining the value, which is difficult to measure. Aside from that, if the value changes due to social, cultural, or seasonal considerations, the budget may need to be reprojected.
[bookmark: _Toc116829869]3.4 Zero-Based Budgeting
By its name, zero-based budgeting (ZBB) refers to a technique of budgeting that justifies each expenditure item separately rather than tying it to a prior budget (Ibrahim et al.,2019). All costs are calculated starting at zero, and a budget is created for the following period whether it is more or lower than the previous one (Pyhrr, 2012). ZBB offers a variety of advantages including targeted operations, cost-cutting, budget flexibility, and strategic execution. The bigger revenue-generating sectors will naturally come into focus when a manager wonders where every dollar is spent. Additionally, it will be simpler to pinpoint areas with lower contributions to reduce costs (Réka et al., 2014). On the other side, ZBB's drawbacks include its resource- and time-intensive problems. Since the budget is created from scratch for each new period, it takes longer, and the costs that are included could not make sense.
[bookmark: _Toc116829870]4. How Budgeting Control Leads to Sustainability 
Budgeting control is the continuing financial activity of managing income and expenditure by consistently comparing actual revenues or expenditures to projected income or expenditures to see whether any corrective action is required (Cheng-Tsung, 2011). The fundamental goal of budgetary control is to identify variances or deviations in actual performance from the budget or norm (Callaghan et al., 2014). When a variation is identified, the finance manager attempts to identify the underlying causes of the discrepancy and initiates pragmatic sensible procedures to fix the divergence (Schubert et al., 2021). This procedure is repeated regularly, resulting in long-term growth and cost control because identical issues are unlikely to arise. Thus, budgetary control aids in the creation of sustainability in a corporation.
[bookmark: _Toc116829871]Conclusion 
The cash budget analysis of the Grand Hotel revealed a favorable picture for cash inflows as compared to cash outflows, where an overall incremental rise was seen across the monthly periods. However, it has been shown that budgeting actions are quite important to make corporate operations goal-oriented. Along with discussing approach constraints, it also addressed the requirements for using various budget types in various situations. And lastly, because it lowers the rate of operational mismanagement, the budget's contribution to the viability of the firm was justified.
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Necessary Notes:

· Between September and May, business rates were not paid.
· Estimated quarterly magazine expenditures for £2,150.
· Cost Starting in April 2022, complimentary in-room beverages will be paid for every two months.
· Payment for newspaper expenditures is made one month after delivery.
· Since the hotel does not presently provide corporate visitors with business credit facilities or payment plans, all room payments are made to the business account.
· Training expenses for five management workers, with bills due in February 2023.
· The payment for annual building insurance is required in September.
· There are four installments required for the clothing payments. The initial payment is scheduled on May 30, 2022.
· third-party insurance for vehicles, which is expected to pay in December 2022.
· Payment for the minibar is due the month after distribution.
· The bank assesses interest at a rate of 6.5% per month based on the month-end balance if the company has an overdraft on the final day of any given month.
· Interest earned has been calculated at 3% on the prior month's ending balance. Interest paid for the month of April 2022 is determined at 6.5% on the ending balance of March 2022, which was credited to the company bank account by £13,500 and became the starting balance for April.
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Cable TV/Broadband 1,250
TV Licence 6,000
Magazine subscriptions 717 717 717 717 717 717 717 717 717 717 717 717
In-room Beverages 2,700 2,700 2,700 2700 2,700 2700 2,700 2,700 2,700 2,700 2,700
Newspaper 1,150 1,150 1,150 1,150 1,150 1,150
Corporate Festive Celebration 32,100

Entertainment Totals 1,967 5817 4,667 5817 4667 5817 4667 5817 36,767 5817 4,667 11,817

Gym (Virgin Active)
Recreation Totals z,soo z,soo z,soo z,soo z,soo z,soo z,soo z,soo z,soo z,soo z,soo z,soo

Financial Obligations

Interest paid 878

inancial Obligations Totals 878 - - - - - - - - - - -
Others
Paid to F&B 27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800
Wardrobe Payment ( 4 Instalments) 3 500 3,500 3,500 3,500
Others Totals 27,800 31,300 27,800 31,300 27,800 31,300
OPENING BALANCES 13500 104271 168492 262,090 301,846 356,445 405732 477,947 551,079 632,855 696234 764,064
Net Monthly income/expe 90,771 64,221 93,508 39,756 54,509 49,287 72215 73132 81776 63,379 67,830 63,115
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Monthly Cash Budget

Revenue 185,000 166,000 185,000 140,000 142,000 149,000 156500 166,900 174,000 149,000 150,900 150,800
Sales (Bar Items) 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900
Interest Received 405 3,128 5,055 7,863 9,055 10,693 12172 14338 16532 18,986 20,887 22,922
Income Totals 194,305 178,028 198,955 156,763 159,955 168,593 177,572 190,138 199,432 176,886 180,687 182,622
Salaries and Wages 57,500 57,500 57,500 57,500 57,500 57,500 57500 57,500 57,500 57,500 57,500 57,500
Overtime Salary 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400
Utility Bills 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000
Training Expense (Annual) 7,500
Annual Building Insurance 5,500
Bar Operation 7,000 7,000 7,000 7,000 7,000 7,000
Business Rate 3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200
Vehicles on 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
Petrol for vehicles 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Insurace for Vehicle 8,000
Hotel's Vehicles Valeted (Monthly) 540 540 540 540 540 540 540 540 540 540 540 540

Transportation Totals 4,290 4,290 4,290 4,290 4,290 4,290 4,290 4,290 12,290 4,290 4,290 4,290
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