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[bookmark: _Toc14482]Introduction 
The report aims to present an overall insight into the financial analysis of The Grand Hotel's cash budget, as well as details on how budgets are conceptualized, classified, and how they contribute to the maintenance of long-term organizational growth. The report's earlier section, which shows the total cash income and costs used to construct the end balance, analyses the monthly cash budget for the period of April 2022 to March 2023. And that's why the hotel needs this budget so drastically. The middle section describes many budget concepts, including incremental, activity-based, value proposition, and zero-based budgeting. And the report's last section, however, discusses how budgetary control helps to ensure sustainability. 

[bookmark: _Toc14483]Analysis of The Grand Hotel Cash Budget  
The movement of money into and out of a firm is referred to as cash flow. Cash is the lifeblood of all corporate operations (Hutchison et al., 2007). The instrument for evaluating an organization's financial stability is cash flow analysis. It specifies how cash enters and leaves the company (Lienert, 2015). Keeping more cash on hand might not be a smart idea because it reduces the profitability of investment options. On the other hand, less cash on hand might make it harder to do business as usual (John, et al., 2014). However, according to cash inflows and outflows for the months of April 2022 to March 2023, The Grand Hotel Cash Budget demonstrates a sound financial situation. The overall cash receipts have been determined to be sufficient to cover all required cash payments and to leave enough money on hand at the end of each month. 
	Months 
	Total Incomes 
(£) 
	Total Expenses 
(£) 
	Closing Balance 
 (£) 

	April 2022  
	£ 194305 
 
	£ 103,534  
 
	£ 104,271  
 

	May 2022  
	£ 178028 
 
	£ 113,807  
 
	£ 168,492  
 

	June 2022  
	£ 198955 
  
	£ 105,357  
 
	£ 262,090  
 

	July 2022  
	£ 156,763  
 
	£ 117,007  
 
	£ 301,846  
 

	August 2022  
	£ 159,955  
 
	£ 105,357  
 
	£ 356,445  
 

	September 2022  
	£ 168,593  
 
	£ 119,307  
 
	£ 405,732  
 

	October 2022  
	£ 177,572  
 
	£ 105,357  
 
	£ 477,947  
 

	November 2022  
	£ 190,138  
 
	£ 117,007  
 
	£ 551,079  
 

	December 2022  
	£ 199,432  
 
	£ 117,657  
 
	£ 632,855  
 

	January 2023 
	£ 176,886  
 
	£ 113,507  
 
	£ 696,234  
 

	February 2023 
	£ 180,687  
 
	£ 112,857  
 
	£ 764,064  
 

	March 2023 
	£ 182,622  
 
	£ 119,507  
 
	£ 827,179  
 


 
 	Table 1 Major Items of Cash Budget 
 
 
From April 2022 to March 2023, Table 1 shows the budgeted cash balance at the end of each month, together with the total cash expenses and receipts. The largest cash income, which was scheduled for the month of December 2022, was £ 199,432, while the lowest, which was budgeted for the month of July 2022, was £ 156,763. The sums for the total cash payments are quite comparable; the highest payment budget was £ 119,507 in the month of March 2023 and the lowest was £ 103,534 in the month of April 2022. However, The Grand Hotel's cash budget states that it would have a maximum cash balance of £ 827,179 by the end of March 2023, indicating that the company will require a greater amount of liquid assets to cover monthly costs in that month. The lowest cash amount of £ 104,271 was further noted at the end of April 2022. However, this spending plan is essentially the norm for the hotel to meet its monetary goals. If a company can transform its budget into a close approximation of reality, it is operating effectively and efficiently. 
[bookmark: _Toc14484]Importance of Budgeting  
Budgeting is an essential component of financial planning because it helps organizations determine how much of their existing capabilities should be allocated to tangible, intangible, financial, and non-financial resources (Lau, 2015). And what resources will be needed to complete the overall company goal? The following examples illustrate how crucial budgets are to the hotel industry. 
[bookmark: _Toc14485]Ensures Resource Availability 
The primary purpose of a budget is to estimate what the organization owes in the current situation and what it needs to have to accomplish its objectives (Sivabalan, et al., 2016). It is simpler to predict what fraction of capability needs to be acquired and which areas merit cutting down on or allocating financial and other resources when financial planning is introduced in advance (Batt et al., 2021). However, by analyzing the budgets, The Grand Hotel may have a thorough understanding of the upcoming revenues and costs of its commercial operation and can take practical action. 
[bookmark: _Toc14486]Leads to Financing Opportunities 
The predicted income and spending figures must be needed to analyze while deciding which initiatives to fund or invest in a start-up. The Grand Hotel budget accounts for potential cash inflows (revenues) and outflows (expenses), which helps the account directors predict the amount of cash surplus at the end of each month, which indicates the viability of the business by the purpose and values of the company. In addition, when a company seeks investors, it may give potential financiers information about its history, current, and projected business turnover to support its ability to earn a profit. 
[bookmark: _Toc14487]Provides a Pivotable Plan 
Budgets are often referred to be numerical plans that serve as a financial road map for upcoming accounting periods. If everything goes according to plan, it reveals how much the company is expected to make and spend on each item. Although making predictions is the oldest and most widespread activity in all businesses, there are times when events outside the company may have a more significant influence on how the company operates and achieves its highest levels of profitability. Each business sector that broke down the projections for the next fiscal year was somewhat affected by COVID-19 (Becker et al., 2019). However, in a typical economic environment, the budget is still sufficient to allow the organization to envision its future and maybe achieve its main goal. 
 
[bookmark: _Toc14488]Types of Budgeting  
[bookmark: _Toc14489]Incremental Budgeting 
To achieve the anticipated amount in the current fiscal year, incremental budgeting compares the near previous year’s data to the current year's budget by adding or removing a percentage. Due to its simplicity and ease of comprehension, this strategy is commonly employed (Ouassini, 2018). When the cost drivers don't change from year to year, using an incremental budget is radically adequate. However, the method's biggest flaw is that it might not take into account other factors like inflation, deflation, and managers overstating budget sizes (Melnychuk, 2016). For instance, a manager can attempt to abuse the opportunity to accept a larger budget size without taking into consideration the elements that reduce income. 
[bookmark: _Toc14490]Activity-Based Budgeting 
This budget demonstrates the top-down character of the financial plan by outlining the quantity of input required to meet the output or organizational goals. Let's take the example of a business that set a $120 million revenue goal (Hansen, 2011). The company must now decide what its sales budget will be to meet its revenue goal before calculating the costs associated with those operations (Pietrzak et al., 2013). The Grand Hotel initially discussed its potential revenues up to March 2023, and based on hotel services, other connected costs that will occur to support the sales objective of the services were calculated. This is how service-oriented businesses use activity-based budgeting. 
[bookmark: _Toc14491]Value Proposition Budgeting 
To illustrate if the items genuinely provide value for the various levels of company stakeholders, this type of budget covers several challenges (Douglas, 2020). For instance, why does the financial plan include so many services and activities? Are the goods valued by the many parties involved, such as the workers and customers? Does the item's worth outweigh its price? If not, is there another reason why the expenditure is warranted? The value proposition budget is particularly concerned with defending the importance of the goods that are included in the company (Pink et al., 2015). In other words, do all the items that are inside the budget have the capacity to contribute to the achievement of the organizational goal? 
[bookmark: _Toc14492]Zero-Based Budgeting 
The idea behind this approach is to create budgets starting at zero, which assumes that each department has no budget and that managers must begin by justifying every spending right away (Pyhrr, 2012). This technique is frequently used to overlook all unneeded or less important costs for making a profit during economic depressions or any other business slump It is a highly successful strategy to maintain the stability of earnings by lowering unnecessary operating expenses (Ibrahim et al., 2019). When there is a dire need for expense reduction, such as during a pandemic, zero-based budgeting is most effective. The Grand Hotel may have had lower service sales; thus, it may have had to go through this process to maintain a minimal constant income. 
[bookmark: _Toc14493]Budgeting Control Support Sustainability  
The methods an organization uses to reduce its spending when they diverge from the set budget are referred to as budgeting controls. The firm is better equipped to prepare an appropriate budget to increase profits rather than only focus on cost management (Cheng et al., 2011). A budget serves as a kind of baseline or standard against which actual performance is measured against budgeted plans (Pilkington et al., 2015). The difference so discovered may show either good or negative effects. The remedial actions are then done to address the variation. The company may define time intervals such as monthly, quarterly, half-yearly, and annually.  Budgetary control is a continual activity. The firm may maintain a sustainable growth reflection on financial statements by setting up an acceptable budgetary controlling system. The following description of the budgeting control technique is meant to help you achieve sustainable business goals.  
[bookmark: _Toc14494]Budgeting Control Process for Sustainability 
 
Set Budget 
Goals
Trigger 
Rewards
Flag 
Variances
Take Action
 
 
 
 
 

 
                         Figure 1 Budgeting Control Process for Sustainability 
[bookmark: _Toc14495]Set Budget Goals 
The goals genuinely explain to the decision-makers why a budget is being planned for. That makes it clear what the budget helps the organizations accomplish to meet the goals of the plan. In other words, the budget will reflect the expected income and expense levels that the related business expects to reach within a given time frame (Shim et al., 2011). This is only seen as the standard or benchmark for assessing future organizational results in light of the budget. However, a budget with such a specific purpose is more than necessary to keep performance sustainable. 
[bookmark: _Toc14496]Trigger Rewards 
In general, rewards are provided when a goal is reached, but in this case, if budget targets are fulfilled, the firm will reward itself with profits and the performers with incentives. Therefore, the purpose of this stage is to encourage all employees, from upper-level management to lowerlevel management, to achieve budgetary targets by properly implementing plans. 
[bookmark: _Toc14497]Flag Variances 
When the objectives of the budget are not met, the issue of deviations arises. To determine if corporate operations reach the established benchmark or not, managers essentially compare budget targets or standards with real operations and results (Schubert et al., 2021). If the result has a poor appearance, it is then characterized as a variance or standard deviation. Managers investigate the causes of the divergence after detecting it. 
[bookmark: _Toc14498]Take Action 
The last stage is to promote sustainability by making the necessary efforts to address the identified causes of not being able to achieve the criteria. However, the logical remedial actions, such as reducing unnecessary spending and others, required modification (Rogulenko et al., 2016). such that the problems exposed do not make it harder to accomplish organizational goals. Additionally, this is how using an appropriate budgetary management system helps to maintain long-term firm success. 
[bookmark: _Toc14499]Conclusion 
The Grand Hotel must use caution while implementing the cash budget to reduce costs and maximize probabilities. And act as a vigil for this ongoing process to ensure long-term sustainability in terms of lower costs and increased profitability. 
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[bookmark: _Toc14501]Appendix 

Notes: 
1. Business rates are not paid in September or May.  
2. Magazines expenses at a quarterly cost of £2,150. 
3. Cost Complimentary in-room Beverages and paid every two months starting from April 2022. 
4. Newspaper expenses are paid for in the month following delivery.  
5. Annual Building Insurance, which is due in September.  
P a g e | 
6. The payments for the wardrobe are due in four installments. The first installment is due on May 30th, 2022. 
7. Training Cost for 5 management staff and the cost to be paid in Feb 2023. 
8. Third-party insurance for the vehicles, which is due in December 2022. 
9. Cost of the minibar is payable the month following receipt. 
10. If the business is overdrawn on the last day of any month, the bank charges interest at the rate of 6.5% per month based on the month-end balance. 
11. All room payments are received in the business account, as the hotel does not currently offer business credit facilities or payment plans to corporate guests. 
12. Interest Payment for the month of April 2022 is calculated at 6.5% on the ending balance of March 2022 which was credited to the business bank account by £13,500 and became the beginning balance for April. 
13. Interest received has been calculated at 3% on the previous month's ending balance. 
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Montiuly Cash Budge}:

April June August September October November December January February  March Year
Revenue £ 185000 £ 166000 £ 185000 £ 140000 £ 142,000 £149,000 £ 156500 £ 166900 £174000 £ 149,000 £ 150900 £ 150,800

Sales (Bar Items) £ 8900 £ 8900 £ 8900 £ 8900 £ 8900 £ 890 £ 8900 £ 8900 £ 8900 £  8I0 £ 8900 £ 8900

Interest Received £ 405 £ a,m £ s,oss £ 7863 £ 9055 £ 10693 £ 12172 £ 14338 £ 16532 £ 18986 £ 2oss7 £ zzqzz

Income Totals. £ £ £ £ 156763 £ 159,955 £168593 £ 17,572 £190,138 £199,432 £ 176,886 £ £

—

Salaries and Wages £ 57500 £ 57500 £ 57,500 £ 57,500 £ 57,500 £ 57,500 £ 57,500 £ 57500 £ 57,500 £ 57,500 £ 57,500 £ 57,500
Overtime Salary £ 3400 £ 3400 £ 3400 £ 3400 £ 3400 i 3400 £ 3400 £ 3400 £ 3400 £ 3400 £ 3400 £ 3400
Bills £ 2000 £ 2000 £ 2000 £ 2000 £ 2000 £ 2000 £ 2000 £ 2000 £ 2000 £ 2000 £ 2000 £ 2,000
Training Expense (Annual) £ 7500
Annual B Insurance £ 5500
Bar Operation £ 7000 £ 7000 £ 7000 £ 7000 £ 7000 £ 7000
Business Rate £ 3200 £ 3200 £ 3,200 £ 3200 £ 3200 £ 3200 £ 3200 £ 3200 £ 3200
Twlomsing £ oo € 0 £ Gedo £ T £ oMo € 75A ¢ Geioo £ 70 Geao £ T £ 7emm £ 7o
—
Vehicles on lease £ 2750 £ 2750 £ 2,750 2,750 2750 £ 2,750 2750 £ 2750 £ 2750 £ 2,750 2,750 2,750
Petrol for vehicles £ 1000 £ 1,000 £ 1,000 c 1,000 i 1,000 £ 1,000 c 1,000 £ 1,000 £ 1000 £ 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 £ 429 £ 429 £ 429 £ 429 £ 4290 £ 429 £ 4290 £ 4290 £1229 £ 4290 £ 4290 £ 429




image10.jpg
Cable TV/Broadband £ 1250[f 1250[f 1250|f 1250(f 1250|£ 1250[f 1250|f 1250[f€ 1250|f 1250|£ 1250[f 1250
TV Licence £ 6000
Magazine subscriy £ 77 € 717 [ £ 77 € 77 € 717 € 717 € 7€ 717|£ 717 (€ 77 € 77 € 77
In-room Beverages £ 2700 £ 2700 € 2700 £ 2700 £ 2700 £ 2700 £ 2700 £ 2700 £ 2700 £ 2700 £ 2700
Newspaper £ 1150 £ 1,150 £ 1150 £ 1150 £ 1150 £ 1150
Corporate Festive Celebration £ 32,100

Entertainment Totals £ 197 £ 5817 £ 4667 £ 5817 £ 4,667 £ 5817 £ 4,667 £ 5817 £ 36767 £ 5817 £ 4667 £ 11817

Gym (Virgin Active) £ 2500 £ 2500 £ 2500 £ 2500 £ 2,500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500
Recreation Totals £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500 £ 2500
Financial Obligations

Interest paid £ 878

Financial Obligations Totals .3 878 £ - LS - £ - £ - £ - 4 - ] - 2 = £ - ] - £ -
Others.

Paid to F&B € 27800 € 27800 £ 27,800 £ 27,800 £ 27,800 € 27,800 £ 27,800 £ 27,800 £ 27800 € 27800 £ 27,800
Wardrobe Payment ( 4 Instalments) £ 3500 £ 3500 £ 3500 £ 3500

Others Totals £ 27800 £ 31,300 £ 27800 £ 31,300 £ 27,800 £ 31300 £ 27800 £31300 £ - £ 27,800 £ 27,800 £ z7g
'OPENING BALANCES £ 13,500 £ 104271 £ 168,492 £ 262,090 £ 301,846 £356,445 £ 405732 £477,947 £551,079 £ 632,855 £ 696,234 £ 764,064
Net Monthly income/expe £ 90771 £ 64221 £ 93508 £ 39756 £ 54599 £ 49287 £ 72215 £73132 £81776 £ 63379 £ 67830 £ 63115
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