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Appendix shows cash budget forecast for Grand Hotel from April 2022 – March 2023. The revenue forecast for the hotel shows that the hotel is still trying to consolidate its income. Though the company had forecasted increased revenues for April and June 2022, for the rest of the months for the fiscal year 2022-2023, the revenues are on a decline. The company is also currently not offering any credit facilities, so this could also impact their revenues. Customers may find it difficult to pay cash outright for their stay in the hotel. So, customers who regularly travel may prefer hotels which provide credit facilities. Sale of room beverages has been considered as constant as not much information is provided on guest room stay days. The company has various expenses which are allocated in the budget in Appendix. Owing to periodic expenses like third party insurance and premier league licence, there is a difference in monthly expense allocation for the company. The company is spending hugely on staff salary. The company also has been giving overtime charges to staff which increases its costs. This shows that Grand Hotel has insufficient staff to manage its operations. This could also impact its revenues as overworked staff could provide less satisfying customer service. The F&B cost is high compared to the revenues earned for the month. The company has separate magazine and newspaper costs. It could either reduce number of magazines or newspapers purchased to reduce the expenses or could shift the newspaper payments on credit basis. 
Though the company started with minimal cash flow at the beginning of April 2022, over the year it managed to keep the cash flow at a good level. This helped the company save on interest tax on overdrawn balances. The positive closing cash balance also helped the company earn 3% interest on the previous month’s balance which it received in the following month. The total interest income came to £ 1,33,686 which is a huge amount. As the company used outside gym facilities, it had to pay extra cost monthly. If it had its own facility, then it could reduce the yearly expense by £ 30,000. It would also help improve its cash flow. The overall budget forecast shows that Grand Hotel has sufficient cash flows for managing its expenses. However, the company has not allocated for marketing and promotions which would have helped it to improve its revenues by getting more guests on board. The budget shows that though expenses have been maintained consistently, the company revenues are not rising proportionately. In fact, they have been decreasing except for April and June 2022. The company should also move over to a credit system for paying utility and other bills, as this will help it have more funds which can be then allocated towards marketing and advertisement activities for increased revenues and profitability. The company should also make good use of its idle funds either by investing properly in business operations or consider ways to gain interest on such idle funds.
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Today, organisations including hotel sector like the Grand Hotel operate in a highly competitive environment. As such, they need to maintain proper finances. Budgets help create financial stability for a company by way of a budgeting plan  (Usman & Davidson, 2016). A budgeting plan helps track and allocate estimated expenses against appropriate heads and measure it against the expected income earned in the budgeted period. By having a budget, a company can easily manage their operating expenses like paying utility bills on time, build an emergency fund and even save for major asset purchases for running the company. Budgeting thus refers to the technique of preparing and evaluating financial plan that estimates the income and expenses for a given time period (HBS Online, 2022). Through budgeting, companies can ensure that they have the requisite resources to execute business plans for achieving the broader business goals (Thareja, 2021). A basic budget thus has drawn estimated income and expenses over a certain time period like monthly, quarterly or yearly based on the needs of the business for preparing a budget. The estimated expenses are deducted from the estimated income. The balance amount can then be allocated to business operations, thus aiding business decision making (Usman & Davidson, 2016). Budget ensures resource availability for an organisation for achieving its goals. Through budgeting, companies can evaluate need for funds and areas where fund allocation can be postponed for the time being  (HBS Online, 2022). Budgeting also helps determine the revenue target to be met to achieve the broader company goals. This way one can align both company wide and team financial goals. Budgeting also helps employees to be updated about their progress, compare company and department progress with respect to previous budgets and set goals for the next period. Budgeting thus helps a company in tracking its financial progress. A core aspect of budgeting is prioritising tasks for a company based on importance and funding availability  (HBS Online, 2022). So, every task can be evaluated based on the potential return on investment, alignment with company values and impact on the wider company objectives  (Ginneken, 2020). For a hotel industry, budgeting would also help in evaluating its past, existing and potential financial performance for gainful opportunities. So, budgeting can help them think about expanding their hotel business or building more rooms if they have the needed funding after deducting the projected expenses. Budgeting will help the management in eliminating unwanted expenses, resulting in better cash flow and optimisation of available resources. This also helps a company’s staff in better planning, coordination and implementation of the various activities of the company across departments. By having effective process tools like budgets, employees also gain motivation to perform well, thereby improving productivity. By having a proper budgetary tool, organisation can utilise their time and effort in more successful and sustainable business operations.
[bookmark: _Toc116990487]b) Incremental Budgeting, Activity Based Budgeting, Value Proposition and Zero-Based Budgeting
There are various budgetary control techniques and tools that help draw a budget plan for estimating and controlling costs. These methods and tolls help in compare actual income and expenses against budgeted income and expenses. Any deviations from the actuals can be immediately looked into and corrective measures taken. Four types of budgeting techniques are discussed below.
[bookmark: _Toc116990488]Incremental Budgeting
Incremental budgeting refers to the traditional budgeting technique. Under incremental budget, a company prepares the budget by considered the existing period's budget or actuals as the base, wherein incremental amounts get added over the new budget timeline (Sahana, et al., 2018)  As incremental amounts get adjusted to current period’s budget or actuals, it is easy to implement this budgeting method. Normally companies consider previous year's budget and then adjust for any increase in costs while adopting this method. Incremental budgeting provides operational and financial stability as the employees can evaluate impact of any change in costs/revenues easily. Such incremental amounts include inflation, increase in sales price and expenses (Ross, 2018). So increment relates to an increase of something wherein the existing year’s budget or actual performance becomes the starting point (Barr & McClellan, 2018). As incremental budgeting method can be easily understood and implemented, even a junior staff member of the company can prepare them. There is less preparation time required for incremental budgeting, savings on time and effort of staff. It helps organisations follow a consistent method across departments, thereby leading to same cost allocation and less confusion. However, the method is not quick to adapt to changes resulting in budgetary slack. So, there could be difference in actuals and budgeted estimates (Sahana, et al., 2018). It is most suitable for organisations which do not work in a highly evolving and complex business environment where change is inevitable. 
[bookmark: _Toc116990489]Activity Based Budgeting
Activity Based Budgeting or Activity Based Costing (ABC) is a budgetary control based on activities for assigning overhead and indirect cost including salaries, petrol costs and utilities for a company’s products and services (WHO, 2021). This budgetary method allocates activities based on any event, unit of work, or task with a specific objective. It considers tracking the use of resources and pricing final outputs, thereby assigning specific resources to objects. So, activities causing increase in production costs are specifically evaluated helping make informed pricing and manufacturing-based decisions (Hansen, et al., 2021) Activity based budgeting thereby helps allocate indirect costs to items which are otherwise difficult to track and allocate resulting in more accurate product/service overhead costing. The method is a better indicator of accurate pricing decisions as it helps in better understanding overheads and cost drivers. It also bringing more visible the expensive and non-value adding activities, thereby helping managers to either reduce or eliminate them  (Hansen, et al., 2021). Another advantage of ABC method is that improves product and customer profitability analysis (Yiapanas, 2019) It also aids performance management techniques like scorecards for evaluating employee/department performance. So, all sorts of unnecessary activities are eliminated or reduced under ABC resulting in huge savings for the business and better management (Rumble, 2018). However, ABC being a complex technique is difficult to understand required experts to manage it. It is also more suited for the short-term. It is expensive and time consuming  (Gopee, 2022). So, suited for organisations which has requisite resources and expertise to handle it.
[bookmark: _Toc116990490]Value Proposition
Value proposition budgeting or priority-based budgeting analyses and justifies each expense value in the budget for a given period. The technique aims to spend money for getting the most returns. By analysing and forecasting future outcomes, value proposition method helps companies restructure financial procedures and use funds more wisely  (Scandura & Gower, 2019). The core of value proposition budgeting is to evaluate how a company should manage costs based on the value proposition gained from such expenses and includes revenue and expense estimates based on historical results (Pepe, 2020). So, excess spending gets eliminated and helps businesses evaluate their cash flow movements easily. The method gives greater clarity around expenses so a company can easily prioritise potential expenses. However, quantifying each expense value is not easy as it depends on industry trends. The method only focusses on existing expenses, so company could miss out on viable opportunities. Still, the method can be beneficial for organisations which have huge expense types which normally are consistent and whose value can be easily defined.
[bookmark: _Toc116990491]Zero Base Budgeting
Zero Base Budgeting (ZBB) is a budgetary control tool. Under ZBB, every year the budget is prepared from zero base value, i.e., from scratch. So, when applying this control tool, budgetary team only considers the current year income and expenditure as the base value  (Schreim, 2019).  There is no reference to budgeted values of the previous year in the ZBB tool. This technique helps in better expense management and the way money is expended with appropriate reasons for deviations. It is a very good budgeting technique for fulfilling a company’s short-term goals as each cost item gets justified (Stamenova, 2018). It helps to evaluate why each expense was made and how much to be allocated to this expense to ensure revenue generated. However, the technique being more detailed requires an expert to handle it. Otherwise, it could increase the work of employees who are not proficient with this budgeting technique. So, if a company can manage to have a good budgeting expert, then ZBB would be the ideal budgetary tool for achieving their short-term goals.
[bookmark: _Toc116990492]c) Budgeting Control and Sustainability
Budgeting also helps in managing uncertainties like the ongoing Covid-19 pandemic induced economic downturn. Through budgeting, businesses can rework on their projected income and expenses in a systematic manner. Thus, they can allocate and prioritise their business commitments for successful business operations (Thareja, 2021). Techniques like zero-based budgeting tool help companies in identifying the minimum resource requirement for survival if uncertainties like the pandemic force business to a standstill in future (Khan, 2019). A budget thus helps a company to have a pivot plan for reaching its broader organisational goals with the available resources and gain sustainable advantage over time. Budgeting controls help a company in complying with international financial standards like GAAP and IFRS, thereby resulting in better financial governance and meeting stakeholder requirements (Saidon & Said, 2020). Budgeting also helps in reduction or elimination of wasteful expenditure leading to maximum resource use, helping organisations operate sustainably (OECD, 2021). For instance, ZBB provides accurate measure of costs for short-term helping employees eliminate unnecessary costs leading to more sustainable production methods like sourcing localised raw materials. The various budgetary tools help a company in making sound decisions and managing costs effectively. This in turn helps improve production, distribution and delivery processes helping company manage their operations sustainably and also gain competitive advantage. Budgetary tools also help in better adherence to compliance, quality control, price increase and the like, providing a transparent operation approach. Budgetary tools thus help a company in taking effective decisions and align its strategic goals towards sustainable success.
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Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar  Total
£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts -

Payment on business accounts

Cash sales 185000 166000 185000 140000 142000 149000 156500 166,900 174000 149,000 150,900 150,800 1915100

nterest Received - 3,010 4,984 7450 8617 9903 11516 13367 15691 17888 19745 21515

Mini Bar 8,900 8,900 8,900 8.900 8.900 8900 8900 8900 8900 8300 8300 8300 106800

Total Receipts 193,900 177,010 198,884 156,350 159,517 167,803 176916 189,167 198,591 175788 179,585 181,215 2155586
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Payments

Resturant
Freehold

Fixtures and fittings

Wardrobe - 3,600 3,600 3,600 3,600 - - - - - - - 14.400
Sky Subscription 1.250 1.250 1.250 1.250 1.250 1250 1250 1250 1250 1250 1250 1250 15000
Property expenses

Gym Facilties 2500 2500 2500 2500 2500 2500 2500 2500 2500 2500 2500 2500 30,000
Premier league license - - - - - - - - - - - 6000 6000
Laundry 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 19500
Energy costs

Payments to suppliers

Wages 57500 57500 57500 57500 57500 57500 57500 57500 57500  57.500 67500  57.500 690,000
Salary

Mini Bar (in-room bevarages) 1350 - 1350 - 1350 - 1350 - 1350 - 1350 - 8,100
Training - - - - - - - - - - 7,500 - 7,500
Virgin Pass

Vehicles lease 2,750 2,750 2,750 2,750 2,750 2750 2750 2750 2750 2750 2750 2750 33000
Utilty Bills 2,000 2,000 2,000 2,000 2,000 2000 2000 2000 2000 2000 2000 2000 24,000
Van Insurance - - - - - - - - 8,000 - - - 8,000
Petrol and diesel 1,000 1,000 1,000 1,000 1,000 1000 1000 1000 1000 1000 1000 1000 12,000
Rates 3,200 - 3,200 3,200 3,200 - 3200 3200 3200 3200 3200 3200 32000
Valeting 540 540 540 540 540 540 540 540 540 540 540 540 6480
Marketing

Overdraft Interest

Beverage (F&B) 27800 27800 27800 27800 27800 27,800  27.800 27800 32100  27.800 27,800  27.800 337,900
Room Beverages - 7,000 7,000 7,000 7,000 7000 7000 7000 7000 7000 7000 7,000 77.000
Magazines 2150 - - 2,150 - - 2,150 - - 2,150 - - 5,600
Overtime 3400 3400 3400 3400 3400 3400 3400 3400 3400 3400 3400 3400 40800
Newspaper - 1.150 1.150 1.150 1.150 1150 1150 1150 1150 1150 1150 1150 125650
Buiilding Insurance - - - - - 5,500 - - - - - -

Total payments 107,065 112,115 116665 117465 116,665 114015 115215 111,715 125365 113,865 120,565 117,715 1,382,930
Balance b/ 13500 100335 166130 248349 287234 330086 383874 445575 523028 596253 658,176  717.156 4469697
Net cashflow in month 86835 | 65795 82219 38885 42852 53788 61701 77452 73226 61923 58980 63500  767.16
Balance c /T 100,335 166,130 248,349 287,234 330,086 383,874 445515 523028 596.253 658,176 717,156 780,65 5.236,853





