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[bookmark: _Toc118748828]Introduction 

This report's goals are to (1) evaluate the Hilton Hotel's cash budget and (2) highlight the significance of budgeting and budgetary management in ensuring the long-term viability of a business. It also aims to clarify the differences between various types of budgets, such as the "traditional," "activity," "value proposition," and "zero" budgets. The implementation of a zero-based budget in a hospitality context is also covered. Everything from the theoretical foundations to practical implementations, plus the pluses and minuses, are brought out. Since budgets reveal foreseen insights to provide a relative picture of income and spending, it becomes more crucial to increase profitability while decreasing costs in relative revenue-generating areas. In addition, if the budget is handled in a more relevant and practical manner, while cutting out unneeded expenses, sustained growth is possible. In addition, the company's actual performance will be measured against this more accurate budget. There is an effort made by relevant management to study the errors and their causes when there is a departure from the target in real operation, the activities. Therefore, it is an ongoing process that gives more precise budgeting in the future, which helps to contribute to the reliability of the company's growth.













[bookmark: _Toc116829863][bookmark: _Toc118748829]1. Monthly Cash Flow Forecast of the Hilton Hotel
The cash budget analysis is a technique for determining a company's financial stability. A cash budget is the study of the movement of cash through a firm to identify patterns of cash inflow and outflow. The objective is to ensure sufficient cash flow for monthly business operations. This crucial task might determine whether a firm remains open or closes its operations. If they have a set budget, firms are more likely to make strategic use of their resources.  Cash flow projections can be made for either the short or long term (John, 2014). Short-term budgets are usually pretty accurate for about a month. After that, the accuracy of forecasts drops quickly, so many companies switch to monthly budgeting (Tan war, 2015). Long-term cash budgets, on the other hand, are developed based on a projection of the upcoming year's or many years' cash requirements. Since the Hilton Hotel's monthly cash budget is available, we'd want to hear what the hotel anticipates will be its cash needs from April 2022 through March 2023, as well as the reasoning for those projections.


[bookmark: _Hlk116726221]Figure 1: Budgeted total cash received for The Hilton Hotel
Source: Appendix Data

The majority of cash inflows to the budget from April 2022 through March 2023 come from hotel services, as shown in Figure 1. Cash flow has not shown any distinguishable pattern of growth. The hotel expects to earn a maximum cash flow of £199432 in December 2022 due to the operation of the business. When this happens, it usually means that the company is having difficulty meeting its monthly debt responsibilities and will need additional cash inflows to run smoothly. Additionally, with more money coming in, the company can expand its operations. The lowest possible cash requirement is projected to be £156763. Thereafter, between July and December, the hotel hoped to see a slight increase in business.



Figure 2: Total Budgeted Cash Expenses for The Hilton Hotel
Source: Appendix Data

For the period of April 2022 through March 2023, all cash expenses are shown in Figure 2. Revenue was found to be mostly used for operational costs, transportation, and leisure activities. And the monthly pattern of expenses varies far more than the monthly pattern of revenues. In addition, the financial management of The Hilton Hotel has projected the highest spending of £ 119507 for the month of March 2023; nevertheless, the hotel will really try to decrease costs to enhance cash available for future business operations.


Figure 3: The Hilton Hotel's budgeted closing cash balance
Source: Appendix Data

From April 2022 to March 2023, as seen in Figure 3, the closing cash balance shows a constant upward trend. Indicating an upward trend over time, the ending cash balance is projected to grow, showing that the firm plans to increase revenue by capitalizing the completing cash balance steady rise. If the budget is reached, the improved cash balance will benefit the hotel in making investment decisions. When comparing cash withdrawals, cash inflows, and excess cash on hand at the end of each month, the cash budget for The Hilton Hotel is in a very good to excellent condition. surplus. The hotel's financial situation will improve if the corporation reaches its monetary goal.


[bookmark: _Toc116829864][bookmark: _Toc118748830]2. Why Budget is Necessary
An major element of  business is generating a budget analysis. With a budget in place, organizations are frequently more aware of their available resources and allocate them effectively to expenditure. This would prevent long-term resource misuse, which can result in losses, indebtedness, and eventually a collapse. A budget specifies the path a company should take. The company's budget must be versatile and often altered to fit the ever-changing market. Remember that financial forecasting and budgeting must be coordinated. For example, both long term and short term forecasts should be considered to build the ultimate budget for the company. Budgeting requires figuring out statistics, paying attention to details, and making well-informed decisions about how to spend money, but it's well worth the work (Cote, 2022).  According to Cote (2022), there are few reasons of budgeting is important in business:
1. This guarantees the availability of necessary resources: The basic objective of budgeting is to ensure there are sufficient resources for an organization to achieve its objectives. In order to save money and allocate resources effectively, businesses must first create detailed budget plans.
2. Achieving Internal Goals and Tracking Progress with It: Future budgeting involves more than just allocating expenditure; it also involves determining how much revenue is needed to accomplish organizational goals.
3. Projects and initiatives can then be prioritized as a direct result of the budgeting process. Projects should be prioritized based on their potential return on investment, alignment with corporate values, and impact on long-term financial goals.
[bookmark: _Toc116829865]

[bookmark: _Toc118748831]3. Classification of Budgeting 
[bookmark: _Toc118748832]3.1 Traditional Budgeting
Traditional budgeting is one way a company makes a budget for a certain time period. In this method, the budget from the previous year is used as a starting point for the budget for the current year, in other words, the budget for the current year is made by making changes to the budget from the previous year (Srivastav, 2018). The sole advantage of this budgeting method is its simplicity. If a business uses this method of budgeting, it does not need to reconsider each item on the list. The majority of individuals and businesses choose this method of budgeting because it allows them to rapidly establish a budget using the data they have on hand. Managing, executing, and controlling in traditional budget is all straightforward. The idea gets decentralised when everyone may look at the budget from the previous year and make their own choice for the upcoming year. It encourages decentralization and allows top management to concentrate on other high-value tasks.

Managers rely heavily on spreadsheets while creating traditional budgets. As a result, sometimes, mistakes become too costly for businesses. Chances of human errors are higher as it's natural to err and make mistakes. Without budgetary and strategic coherence, it's hard to plan for sustainable growth and annual profits.
[bookmark: _Toc116829867] 
[bookmark: _Toc118748833][bookmark: _Toc116829870]3.2 Activity-Based Budgeting
For budgeting purposes, Activity Based Budgeting (ABB) is a technique that divides a company's operating expenses across its various departments and projects on the basis of what they actually do (Gordon, 2022). Due to the development and improvement of computing, this approach is now viable for the delivery of the company's services. This method offers a comprehensive analysis of the company's expenses by accommodating both monetary and non-monetary parameters, hence facilitating more efficient use of available resources. When it comes to gathering data for decision making and evaluating product-related actions, the ABB system is invaluable. However, because it focuses on the cost of activities rather than the cost of resources, like more conventional systems of cost quantification, it is more complex and difficult to implement.

By using ABB, tasks are carefully examined, and then the appropriate resources are distributed so that they are most effective. This allows management to eliminate bottleneck-causing processes, allowing the firm to function without interruption. Because it requires more resources to implement, activity-based budgeting (ABB) is costlier than other budgeting methods. For this reason, possessing in-depth knowledge (competence) is essential for its development and implementation across a wide range of business functional areas. Consequently, if management is unable to comprehend it, it may lead to inaccurate budgeting.

[bookmark: _Toc116829868][bookmark: _Toc118748834]3.3 Value Proposition Budgeting
Value proposition budgeting, also called priority-based budgeting, is a way to figure out where a business should spend money to get a good return. It involves analysing and justifying the value of each item on an expenditure list (“Value Proposition Budgeting,” n.d.). This budgeting method is ideal for successful businesses and small start-ups that wish to evaluate their most valuable services. Businesses can increase their revenue by allocating more resources to high-return investments, such as popular services or high-demand items.
With a budget, it's easier to understand where money is going and what amount spending it on, which can lead to smarter judgments being made about how much money being spend. It also helps to save money while growing revenue because owners are focused on high-value regions rather than just the most expensive ones. There is a need to regularly revaluate the budget in light of the possibility that value will fluctuate with societal, seasonal, and cultural changes.

[bookmark: _Toc116829869][bookmark: _Toc118748835]3.4 Zero-Based Budgeting
Zero-based budgeting, often known as ZBB, is a method of budgeting in which each new period begins with the creation of a brand-new budget from scratch (sometimes known as "starting from zero"), as opposed to beginning with the budget from the prior period and modifying it as necessary (Deloitte, n.d.). The percentage of people using zero-based budgets is predicted to fall dramatically during the next two years, both in the United States and Latin America, falling from 16% to 7%. (from 15 percent to nine percent, a real decline of 40 percent).

The high number of unknown costs is a potential issue, according to Hawley. "The zero budget may not provide you with enough money on average if you don't take into consideration your irregular spending."
[bookmark: _Toc118748836]3.5 How Can Zero-Based Budgeting Be Implemented 
Hotel owners want to know exactly how each dollar is spent and how well their property is taken care of. It is important to understand how expenses relate to revenue, room nights, food covers, and other business metrics that affect profitability, but this can be hard to do if there is no documentation showing how these things are related. A good budget package should get rid of the old-fashioned spreadsheet budgets and let users create different scenarios and link each spending to how it affects the business. This is important because in the hospitality business, costs are always going up while income streams are very unpredictable. Database budgets will not only make it easier to make zero-based budgets and forecasts, but they will also help operators give hotel owners and asset managers the specific information they need to look at annual budgets and monthly forecasts. It's time for hotel groups and individual hotel owners to stop budgeting with spreadsheets and look for technical help to catch up with new technologies that will help them give accurate information. Spreadsheets are a thing of the past when it comes to budgeting, and they are most likely to lead to mistakes.
You're prepared to try zero-based budgeting now that you know what it's all about. Try creating a budget in a different way if this one doesn't work for you. Additionally, you might want to consult a financial advisor if your financial situation is complicated. If you want to make any progress with your finances, create a monthly budget. People claim that creating a budget allows them to direct where their money goes rather than constantly wondering where it is. All of your money is a result of hard work. Thus, everything ought to be working hard for you. Don't forget to create your zero-based budget using Every Dollar, which is a free tool. It decides how to spend the money that you earn. From the appendix, this is clear that the Hilton Hotels' costs vary from month to month. Also, they create a monthly budget, for this kind of industry zero-based budgeting is suitable for long-term volatility.

[bookmark: _Toc118748837]4. How Budgeting Control Leads to Sustainability 
A CEO would be well advised to impose a budget on a company that does not have a solid sense of direction. A budget forms the framework for planning what to do next. It gives structure when management refers to it consistently, and rates employee performance based on i.e. budget is useful for figuring out how much money will come in and out, but it becomes less accurate as time goes on. A good budget is only a good budgeting goal if it looks at the next few months. Businesses that are growing quickly or have sales at different times of the year may struggle to keep track of their cash flow. If a company has more than one path it can take, you can make a set of budgets, each based on a different scenario, to estimate how much each strategic direction will cost the company. Even though this goal is useful, it can lead to results that are very unlikely if management lets itself get too optimistic when putting assumptions into the budget model.

[bookmark: _Toc116829871][bookmark: _Toc118748838]Conclusion 
The Hilton Hotel's cash budget analysis showed that, relative to cash outflows, cash inflows were trending upwards throughout the course of the analysed months. Budgeting actions, however, have been proven to be very crucial in making business operations goal-oriented. Approach limitations were discussed, and the needs for applying various budget kinds were covered. Finally, the contribution of the budget to the firm's existence was justified because of the reduced rate of operational mismanagement.
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Necessary Notes:

The Hilton hotel is a London hotel with 15 rooms. On January 1, 2022, the business bank account had a credit balance of £6000. If the firm has an overdrawn account on the last day of the month, the bank will impose interest at a rate of 6.5% each month. On the 15th day of each month, 3% interest is paid on positive account balances. The hotel accepts only cash and debit cards for accommodation payments, as it does not offer business credit facilities.

The total monthly wage bill for the hotel's ten staff is £6,000. Monthly utility costs are anticipated to be £700, while monthly business rates are estimated to be £300. The hotel leases three automobiles from Days at a monthly payment of £275. The projected monthly cost of gasoline for these automobiles is approximately £500. The Guardian, The Times, The Financial Times, and The Telegraph are sent daily and are paid for the next month.

The hotel does not have a gym or pool, but guests are provided with a pass to utilize the amenities of Virgin Active. Sky Sports and Sky Movie are offered in all hotel rooms, which costs the property approximately £250 each month. The hotel must pay the Premier League a license fee in order to broadcast live television matches in public areas. Each hotel offers a minibar stocked with alcoholic beverages, non-alcoholic beverages, and snacks. The expected average monthly income from the sale of these items is £6800, which is received upon visitor checkout.











Closing balance	April	May	June	July	August	September	October	November	December	January	February	March	104270.83333333333	168492.29166666666	262090.39374999999	301846.43889583333	356445.16539604164	405731.8536912562	477947.14263532718	551078.89024772029	632854.59028848528	696233.56133047317	764063.90150372067	827179.15188216558	MONTHS


AMOUNT 



TOTAL INCOME

April	May	June	July	August	September	October	November	December	January	February	March	0	0	0	0	0	0	0	0	0	0	0	0	Income	April	May	June	July	August	September	October	November	December	January	February	March	Income Totals	April	May	June	July	August	September	October	November	December	January	February	March	194305	178028.125	198954.76874999999	156762.7118125	159955.393166875	168593.35496188124	177571.95561073767	190138.41427905983	199432.36670743162	176885.63770865457	180687.00683991419	182621.91704511162	MONTHS


AMOUNT



TOTAL EXPENSES

Expenses	Operating	Salaries and Wages	Overtime Salary	Utility Bills 	Training Expense (Annual)	Annual Building Insurance 	Bar Operation	Business Rate	Total Operating	Transportation	Vehicles on lease 	Petrol for vehicles	Insurace for Vehicle	Hotel's Vehicles Valeted (Monthly)	Transportation Totals	Entertainment	Cable TV/Broadband	TV Licence	Magazine subscriptions	In-room Beverages 	Newspaper 	Corporate Festive Celebration	Entertainment Totals	Recreation	Gym (Virgin Active) 	Recreation Totals	Financial Obligations	Interest paid	Financial Obligations Totals	Others	TOTAL EXPENSES	 	 	 57,500 	 3,400 	 2,000 	 	 	 	 3,200 	 66,100 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 	 1,250 	 	 717 	 	 	 	 	 1,967 	 	 	 	 2,500 	 2,500 	 	 	 	 878 	 878 	 	TOTAL EXPENSES	103534.16666666667	 	 	 57,500 	 3,400 	 2,000 	 	 	 7,000 	 69,900 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 	 1,250 	 	 717 	 2,700 	 1,150 	 	 	 5,817 	 	 	 	 2,500 	 2,500 	 	 	 	 -   	 	TOTAL EXPENSES	113806.66666666667	 	 	 57,500 	 3,400 	 2,000 	 	 	 	 3,200 	 66,100 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 	 1,250 	 	 717 	 2,700 	 	 	 4,667 	 	 	 2,500 	 2,500 	 	 	 	 	 -   	 	TOTAL EXPENSES	105356.66666666667	 	 	 57,500 	 3,400 	 2,000 	 	 	 7,000 	 3,200 	 73,100 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 1,250 	 	 717 	 2,700 	 1,150 	 	 	 5,817 	 	 	 	 2,500 	 2,500 	 	 	 	 	 -   	 	TOTAL EXPENSES	117006.66666666667	 	 	 57,500 	 3,400 	 2,000 	 	 	 3,200 	 66,100 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 	 1,250 	 	 717 	 2,700 	 	 	 	 4,667 	 	 	 	 2,500 	 2,500 	 	 	 	 	 -   	 	TOTAL EXPENSES	105356.66666666667	 	 57,500 	 3,400 	 2,000 	 	 5,500 	 7,000 	 75,400 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 1,250 	 	 717 	 2,700 	 1,150 	 	 	 5,817 	 	 	 	 2,500 	 2,500 	 	 	 	 	 -   	 	TOTAL EXPENSES	119306.66666666667	 	 	 57,500 	 3,400 	 2,000 	 	 	 	 3,200 	 66,100 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 	 1,250 	 717 	 2,700 	 	 	  	 4,667 	 	 	 2,500 	 2,500 	 	 	 	 	 -   	 	TOTAL EXPENSES	105356.66666666667	 	 	 57,500 	 3,400 	 2,000 	 	 	 7,000 	 3,200 	 73,100 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 1,250 	 	 717 	 2,700 	 1,150 	 	 	 5,817 	 	 	 2,500 	 2,500 	 	 	 	 	 -   	 	TOTAL EXPENSES	117006.66666666667	 	 	 57,500 	 3,400 	 2,000 	 	 	 	 3,200 	 66,100 	 	 2,750 	 1,000 	 8,000 	 540 	 12,290 	 	 	 1,250 	 	 717 	 2,700 	 	 32,100 	 	 36,767 	 	 	 	 2,500 	 2,500 	 	 	 	 -   	 	TOTAL EXPENSES	117656.66666666666	 	 	 57,500 	 3,400 	 2,000 	 	 	 7,000 	 3,200 	 73,100 	 	 	 2,750 	 1,000 	 540 	 4,290 	 	 	 1,250 	 	 717 	 2,700 	 1,150 	 	 	 5,817 	 	 	 	 2,500 	 2,500 	 	  	 	 -   	 	TOTAL EXPENSES	113506.66666666667	 	 	 57,500 	 3,400 	 2,000 	 7,500 	 	 	 3,200 	 73,600 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 	 1,250 	 	 717 	 2,700 	 	 	 	 4,667 	 	 	 	 2,500 	 2,500 	 	 	 	 	 -   	 	TOTAL EXPENSES	112856.66666666667	 	 	 57,500 	 3,400 	 2,000 	 	 	 7,000 	 3,200 	 73,100 	 	 	 2,750 	 1,000 	 	 540 	 4,290 	 	 1,250 	 6,000 	 717 	 2,700 	 1,150 	 	 	 11,817 	 	 	 	 2,500 	 2,500 	 	 	 	 	 -   	 	TOTAL EXPENSES	119506.66666666667	APRIL TO MARCH


AMOUINT



image1.png
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





