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[bookmark: _Toc116686324]Introduction
Businesses can track their progress in terms of revenue and expenses versus their budget, allowing them to allocate funds more effectively. It frees up management time so that capital may be used to boost efficiency, cut expenses, grow profits, and maximise ROI (Ibrahim, 2019). Successful businesses always start with a well-planned budget. It's useful for the company's financial planning and management. This report focuses on assessing the cost structure of the grand hotel and the possible explanation for that. In the following section of the report, the four types of budgeting approaches and their relevant attributes.
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[bookmark: _Toc116686326]Analysis of the Budget Structure of the Grand Hotel
Projects and initiatives will inevitably need to be prioritized as part of the budgeting process. When deciding which projects to prioritize, it's important to think about the return on investment they could bring in, how well they fit with the company's core values, and how much of an influence they could have on the company's long-term financial objectives (Frezatti, 2014). The grand hotel is a service-based business with most of its revenue coming from the hotel room service provided to the customers. From the yearly budget overview, it can be assumed that the hotel has more visitors in the late spring to summer period which can explain the rise in revenues at that time of the year. While the return from minibar service is fixed around the year, the gain from bank balance interest is growing to be a significant one. It is a strong strategic approach that the more revenue the business receives through its banking channel, the higher the net profit and it goes circularly.
The expenditures in the grand hotel vary in several sections. The sections that cost the company the most are salary expenses and F&B. This form of high expenditure in salary is understandable since the company is based on a service-focused business and much of the expenses are service-related (William Rea Lalli, 2012). The spending on food and beverages is another costliest sector. The Grand Hotel provides good dining options that enable them to charge higher prices for the hotel room cost. For comfortable experiences, the hotel provides multiple complementary services including mini bars, cable TV, swimming pools, laundry, valeting etc. On average, these add up to around 40-45% of the total monthly cost of the company. 
Upon analysing the monthly revenue and expenditure flow of the company it is evident that the business is aimed to be operated with much efficiency and the total cost is around the same level as the beginning. However, the actual profit is almost constant every month. The ending profit amount for the entity was 763 thousand, which is just the cumulative bank balance of all the previous month’s profits. This can be interpreted in two different scenarios. Either the financial planners are very hopeful about the revenue and have set a high growth rate in the revenue level (Blumentritt, 2016). Or it could be the case that the financial planners did not account for the growing nature of expenditures and kept all the expected costs on the same level as before. Whatever the case might be, the exponential growth in the profit level is caused by the stacking return from each month. 
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[bookmark: _Toc116686328]Importance of Budgeting
The day-to-day hassles of running a business can make it easy to lose sight of the big picture. Business strategies and progress reports should be created and monitored regularly by any company serious about its success. And it is most often the budget planning that makes it possible to make plans and strategies financially achievable (Stamenova, 2018).  The budgeting process involves estimating costs, allocating funds, and projecting income. Lack of budgetary discipline renders planning useless, and in the absence of planning, the accomplishment of any given company goal is rendered impossible. There will be a lot of money issues for a company that doesn't budget. This applies to organizations of all kinds and sizes. On the other hand, a business that takes the time to carefully map out its short- and long-term goals in the form of a business plan can set itself up for greater financial stability and growth prospects.
The important aspects of budgeting are quite a handful. If a company can't predict its cash flow, it can't plan for the future, invest wisely, or even keep long-term promises to its suppliers and customers. When something out of the ordinary occurs, like a loss of electricity or a delay in the delivery of goods, it might cause the company to lose customers. If a company's books are in disarray, it might not be able to get a business loan, buy necessary machinery, or even compete for government contracts. By following a well-thought-out budget, a company may always know its financial standing (Arbelo and Pérez-Gómez, 2016). All aspects of the business, from present expenses to possible growth, may be factored into strategic, long-term plans with this information. The capacity to hire additional employees, invest in new lines of products and establish revenue targets that align with the organization's financial goals depends on having an accurate picture of the budget. The value proposition management method can help businesses prioritize activities and larger initiatives by requiring them to assess and defend the worth of every budget line item. When considering whether or not to invest in a company, investors place a high value on the company's present, historical, and projected financial performance, therefore this data is essential (Hart, Wilson and Keers, 2013). A company's capacity to manage its finances, allocate resources, and adapt to changing circumstances can be demonstrated by providing documentation of past periods showing budgeted and actual spending. A current budget may be requested by potential investors to gain insight into the expected performance and priorities of the business being targeted.
[bookmark: _Toc116686329]Types of Budgeting Approaches
The most frequent types of company budgets include incremental budgets, activity-based budgets, value proposition budgets, and zero-based budgets. These are, however, just a few of the many possible options in terms of real-world situations.  This article will provide a quick overview of each of the mentioned budgeting techniques to facilitate an in-depth understanding of their respective approaches.
1. Incremental Budgeting: With incremental budgeting, the actual results from the previous year are used to determine the budget for the current year, and then a percentage is added to or subtracted from that number. Because of how straightforward it is, the incremental budget is by far the most popular option (Blumentritt, 2016). If the major expense factors of a business are consistent from year to year, incremental budgeting could be useful. There are some notable problems with this strategy as well. Commitment to or promise of having a higher budget distracts fund managers from focusing on efficiency. A manager who is aware of the possibility of annual budget growth, will take that opportunity and use it to increase his budget without making any special effort to reduce expenses.
2. Activity-Based Budgeting: Activity-based budgeting (ABB) is a method that tracks, studies, and evaluates the processes that result in financial expenditures for a business. The costs of all department's operations are analysed to find places where savings might be made. In turn, these findings extend the creation of budgets. Incorporating ABB systems into the budgeting procedure increases managerial agency (Lyne, 2014). To make accurate estimates, both revenues and expenditures are planned at a micro level. With ABB's help, upper management may have more influence over the budgeting procedure and better coordinate financial resources with strategic objectives. As a negative side effect, activity-based budgeting requires more time and resources to set up and keep running than more conventional approaches to budgeting.
3. Value-Proposition Budgeting: Value proposition budgeting is more of a mentality than a collection of rules or guidelines, with the overarching goal of ensuring that every dollar spent benefits the company through some form of added value (Marren, 2017). The point of using value proposition budgeting is to cut back on wasteful spending. This method of budgeting is perfect for both established businesses and new ventures that want to evaluate the worth of their most valuable offerings. Businesses might anticipate more revenue by committing more resources to high-return investments like hot new services or hot new products. Ultimately, it's an effort to pinpoint where a company may get the best return for the money spent.
4. Zero-Based Budgeting: Zero-based budgeting assumes that currently, no departmental fund allocation exists and that a new one must be created from scratch (Dobbelstein and Brehm, 2012). Every dollar spent must have a justification from management. No outlays are approved in the budget without justification. The goal of zero-based budgeting is to keep spending as low as possible by cutting down funds from activities that aren't directly related to making a profit for the business. The zero-based strategy is useful when cutting costs as quickly as possible is essential, such as when a business is undergoing a financial restructuring or experiencing a significant economic or market crisis that requires a massive decrease in the budget (Ilori and Efuntade, 2019). Instead of dealing with mandatory expenses, which can't be avoided, zero-based budgeting can focus on non-essential expenditures. Although effective, this method can be very time-consuming, which is why businesses employ it very rarely.
[bookmark: _Toc116686330]Budgeting Control and Sustainability
Having a realistic and precise budget can assist businesses in navigating any unforeseen obstacles and keep the firms on track for growth. Even though it's seemingly true that a company can expand faster and easier if it has extra cash on hand to put back into operations, businesses tend to give less importance to managing the current funds efficiently to have a sustainable business structure (Hart, Wilson and Keers, 2013). Budgeting directs businesses to be more careful about what to spend and what operations generate a higher return. Budget by itself promotes sustainability by making all the costs accountable for and striving towards higher performance with as low input or resources as possible. Sometimes, it might be difficult for various groups or individuals within an organization to see the big picture. They could easily get side-tracked with projects that aren't necessarily beneficial to the organization. Sometimes businesses have higher expectations from a newly initiated project but budgeting helps to lay down the prospects by reducing unsustainable profit level if there is any (Petry, 2017).  Therefore, resource allocation is considered the most critical aspect when budgeting tries to attain sustainability. Understanding the company's budget, its sources of revenue and the allocation of its resources to different projects and activities is crucial for effective financial planning. Sustainable business budgets do not have cost reduction as the primary target. Rather it is the future well-being of a business.
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The success of a company can be tracked over a year by comparing actual results to the projected ones in the budget. Moreover, efficient budgeting does not necessitate the use of complex approaches. A rough estimate of monthly income and expenses is as useful as completely functional financial data right out of the gate. The Grand Hotel’s yearly budget structure will allow the financial planner of the company to better understand the revenue and expenditure spread and take further financial decisions more effectively.
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Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

£ £ £ £ £ £ £ £ £ £ £ £ £

Balance B/F

13,500 91,240 160,350 241,064 281,839 320,916 370,682 432,506 509,241 578,173 641,257 697,872 4,338,639

Receipts :

Payment on business accounts

185,000 166,000 185,000 140,000 142,000 149,000 156,500 166,900 174,000 149,000 150,900 150,800 1,915,100

Cash sales

                       

Interest Received

405 2,725 4,729 7,090 8,242 9,380 10,839 12,650 14,898 16,898 18,731 20,374 126,962

Mini Bar 

8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 8,900 106,800

Total Receipts

194,305 177,625 198,629 155,990 159,142 167,280 176,239 188,450 197,798 174,798 178,531 180,074

2,148,862

Payments :

Resturant 

0

Freehold

    0

Fixtures and fittings

              0

Wardrobe

3,500 3,500 3,500 3,500 14,000

Sky Subscription

1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 1,250 15,000

Property expenses

                        0

Car Insurance

8,000 8,000

Premier league license

6,000 6,000

Laundry

1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 1,625 19,500

Energy costs

                        0

Payments to suppliers

                        0

Wages

                        0

Salaries

57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 57,500 690,000

Mini Bar

7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 84,000

Training 

7,500 7,500

Virgin Pass

2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 30,000

Vehicles 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 33,000

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 24,000

Van

                        0

Petrol and diesel

1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 12,000

Rates

3,200  3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200 32,000

Valeting 

540 540 540 540 540 540 540 540 540 540 540 540 6,480

In-room Beverages

2,700   2,700  2,700  2,700  2,700  2,700 16,200

Overdraft Interest

          0

Food & Beverage

27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 32,100 27,800 27,800 27,800 337,900

Magazines

2,150 2,150 2,150 6,450

Overtime

3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 3,400 40,800

Newspaper

1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150 13,800

Building Insurance

5,500 5,500

Total payments

116,565 108,515 117,915 115,215 120,065 117,515 114,415 111,715 128,865 111,715 121,915 117,715

1,402,130

Net cashflow in month

91,240 160,350 241,064 281,839 320,916 370,682 432,506 509,241 578,173 641,257 697,872 760,232

5,085,370

Balance c / f

91,240 160,350 241,064 281,839 320,916 370,682 432,506 509,241 578,173 641,257 697,872 760,232

5,085,370


