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[bookmark: _Toc116555169]Task 2
[bookmark: _Toc116555170]Analysis of Task 1
Task 1 estimated the fund flow in the company over the period. It would assist in maintaining a good liquidity position in the future. It comprised three sections it is income, expenditures, and net cash flow during the year (Kareem et al., 2019). The main utilitys of it to know the cash position in the month, yearly and quarterly. It would help the company to know its cash requirement near future.
The above table of the personal budget planner depicts the monthly cash flow in the business of The Grand Hotel from April 2022 to March 2023. The opening balance of the company in April 2020 was £13500, the income and expenditures of this particular year are £193900 and £112065 accordingly. The net cash flow in April is £82240 and the closing balance is £95740. In addition, the amount of interest has been computed on the given rate of 3.5% which is calculated on the closing cash flow which is £405. It is considered the income of the income. Expenses of the company involved transportation, entertainment, and recreation expenditures has been incorporated in the company. The cash flow trend of the company is showing a fluctuation in the following months. 
In February month, the company expenditure was observed of a large value as high as £120715 and the income is £179546. The net cash flow this month is £58831. In July the income figure decreased in high value by £42539 due to the revenue being less generated in this month. The enterprise income trend fluctuates during the financial year. The highest revenue in December is in £198539 and the total expenses are also high it was £125515. The increase in expenses is attributable to the car insurance the amount is £8000.  At the end of the month of the year, the income is £181211 and expenses are £117865 hence the net cash flow is £63346. The total receipt and expenditures for the year are £2021900 and £1388230. The total closing balance of the year is £5207380. 
The reason behind fluctuation is ineffective cash management in the enterprise, the cost of goods is less and the revenue is low. Quarterly wise the company’s net cash flow trend is showing increasing. The cash outflow in the business in February is £120715. It clearly shows that the closing balance of the company is increasing throughout the month by small margins. The net cash flow of the year is £58831. The unfavorable cash flow arises because of the overhead expenses, do not maintain and prepare the cash budget, buying the goods at higher value from suppliers, and repayment of bills. The company will improve when it is using effective marketing techniques, manages its personnel, properly invest money in assets, predict future expenses, prepare the monthly budget plan, provide good quality facilities to its customers, and purchasing materials at a reasonable price (Kareem et al., 2019). The Grand Hotel has a must to construct a gym and swimming pool because the expenses on this is £30000 paid every year to Virgin Active for using these facilities by the guest of the Grand Hotel. 
[bookmark: _Toc116555171]
Budgeting and its importance 
This is the mechanism of determining estimates of the future revenues and expenditures for a particular period. This assists the company to oversee the costs and sales are arise in the future. This budgeting process is used by corporations, individuals, and governments. Budgeting provides information that helps the business to continue its operating activities smoothly. The budget is the benchmark of any organization. It is prepared by the firm every financial year to control its expenses and help in generating profits. It involves computing the company's actual performance with the estimated planned budget (Kabeyi, 2019). It monitored every step taken by the firm in the respect to fulfilling the business objective or proposed budget.  It increases the success of undertaking financial activities. This aid in setting the organizational goals or aims, comparing the performance, and estimating the future contingencies. Importance of the Budgeting is given follow-
· Budgeting helps in the future planning of business activities and it is monitor all business activities.
· It maintains the coordination between the different departments of the organization. Every sector of the firm knows the one-year expenses and incomes generated in the year through this process.
· Budgeting helps in the financial decision-making process. It shows all the figures for the expected income and expenses that are happening in the future (Larsson and Larsson, 2020).  So the manager take its decision based upon this budgeting
· It is prepared at any time because the expenses and revenue change during the financial year. It is prepared quarterly, monthly and one year according to the need of the company.
· The company prepares its long and short-term goals for the organization's expansion. The budget is the backbone of any successful objectives. It supports the short-term aims to help the long-term objectives of the company.
· It properly manages and controls the costs, revenues and total cash flow of the business. The finance, sales, marketing and other departments follow the budget and expand and generate the amount mentioned in the budget.
· This will help in emergency cases if the firm needs cash to pay debts and other financial liabilities. It avoids financial constraints and difficulties.
· Budgeting is increased or developed the saving habit. This will help in the time of any emergency purchase of assets or investment in useful projects and uncertainty arising in the firm.
· Budgeting controls the spending activity in the firm. It is an important step of any budget to keep track of the expenditure. 
· This helps the company to achieve its organizational objectives and also the department goals.
· The proportion of the income set aside by the individuals is help in retirement time. This money is used in investment ventures.
· In this process of budgeting, the firm compares its financial outcomes with the benchmark of budget. If any hindrance or difficulties arises it will help to take corrective action.

[bookmark: _Toc116555172]Types of the budgeting	
1. Incremental Budgeting
It involves adding or subtracting the new amounts that arrive in the future and it takes the previous year's budget as the base to create to obtain the next year's or current budget. It is simple and easy to calculate. It is used when the cost driver of the company does not change frequently.  This ensures regular funding and no large amount of deviations are arises in the firm. This budgeting type is used by those companies whose fixed cost does not fluctuate. It is less time-consuming and economical (Signorovitch, 2019). This budgeting approach is very conservative because it is consider only marginal changes in the new budget. It must ensure that the previous year's budget is reliable and consistent. 
There is some limitation of this budgeting technique it increases unnecessary expenditures in the firm. The reason is that the department of the firm spends the whole sum mentioned in the budget plan. The budget is based on the previous year's values and innovation so that the new budget don not modify with the updated technology. It avoids external factors and it takes irrelevant data or assumptions which affect the new budget or performance of the firm.
2. Activity-based budgeting
ABB is the method that analyzes the all activities of the organization and estimated the costs that will arise in particular operations. This supports the big objectives or targets of the firm, with proper analysis of the additional assumption of costs during the year (Kaldirim and Laldirim, 2020).  It is a rigorous budgeting method.  ABB mainly revises its budget when the inflation and development of the organization. This technique is critical analysis and researched the project and operation incurred expenses. 
Activity-based budgeting is used by the new firms and their material are changed mostly. When it is maintained and followed effectively then businesses generate income or revenue. For example, if the company target to increase the sell by 30% then the related activities or department aims are also based on it such as the production department has a higher level of production at the same rate. The marketing and sale department increase its technique to sell the product effectively to achieve the business target.
3. Value Proposition Budgeting
In this method, the firm analysis and explains all the expenses and costs that arise in the future or current. Then it takes a decision in which project or operation they invest where it gets positive results or outcomes (Bahloul et al., 2022). This is also called the PBB (Priority-based budgeting). It is considered only relevant expenditures. It is suggested the company where will invest its money to earn more profits and satisfy the consumers. It is time-consuming budgeting. It needs to careful analysis and planning are required. It is difficult to estimate the exact value of the investment projects. Here, the company justifies all the expenses or costs is it going to spend. 
4. Zero-Based Budgeting
The manager creates the budget and it starts from Zero. ZBB refers to the developed fresh budget it is also based on the previous year but the firm adjusted according to the changes needed. It is required more concentration or focused to generate higher income from its operations (Ibrahim, 2019). It is economical, flexible budgeting, execution of strategic or policy, and increases operations. It is used when any misapplication and challenges are faced by the company. The nature of this budgeting is detail oriented. This is implemented in the different functional areas of the firm. It measures the costs with compare the current year's expectation with the previous year's budget. This zero-based budgeting are consider both the current, previous, and additional expenditures. Its main aim is to lower the cost and not only the revenues of the firm.  It is based cost a driven budget.
[bookmark: _Toc116555173]Budgeting supports the sustainability of the firm
Budget control refers to the creation of a particular budget by the manager and evaluates the actual performance. It compares the current outcome with the proposed budget. This will manage the costs or expenses in the accounting year. Budgeting is an important tool of financial management. This  helps to maintain the liquidity position for the future. This will help to find out the efficiency improvement and reduction in the organization department.
This increases profitability and reduces costs. It controls the operational activity which helps the company to increase revenue and manufacturing expenses (AI Hammadi and Nobanee, 2019). This help to efficiently do its regular work. When the company prepares a budget it will help to increase its revenues by reducing the unexpected cash outflow in the company.
This is balancing income and expenses. It allocates a specific amount to each department and gives the target to achieve it within this limit of expenditure, for example, the company increases the market share in the future by 10% more than the previous year. Then it sets the target or budget for the different departments. The budget includes how much to expend and generate income on particular projects. The production manager also increases its production and the sale manager increase its share by 10% in the current year. 
Incremental, Activity based, Value Proposition, and Zero-Based budgeting help to create a proper budgeting system. The above budget helps to manage the revenue and expenditure in the firm. It is controlling and managing the organization’s finance, spending a specific amount on a particular subject, achieving objectives, and saving funds for future projects.
The budget provides for businesses to grow or expand. It will monitor the cash flow and effectively control it. This budget helps to compare its performance with the standard objectives of the company. The first step of the budgeting process is to analyze the need for budget and type. It may be long and short-term goals. Then planned the costs incurred in the future and set the target for the different areas. The whole organization follows the budget and achieves the success of the firm and sustainability. Budgeting processes are used by all types of businesses such as small and medium organizations. It maximizes profits and is used for the expansion of the business.
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	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
	2,872
	4,840
	7,301
	8,526
	9,807
	11,413
	13,321
	15,639
	17,830
	19,746
	21,511
	
	
	
	

	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
	177,772
	198,740
	156,201
	159,426
	167,707
	176,813
	189,121
	198,539
	175,730
	179,546
	181,211
	 
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	

	Resturant 
	 
	 
	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
	
	
	

	Freehold
	 
	 
	 
	
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Fixtures and fittings
	 
	 
	 
	
	 
	
	 
	
	 
	
	 
	 
	
	 
	
	
	
	

	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
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	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
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	Payments to suppliers
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	Wages
	 
	 
	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
	
	
	

	Salaries
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	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
	
	
	

	Van
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	

	Cars Insurance
	 
	 
	
	
	
	
	
	
	
	
	8,000
	
	
	
	8,000
	
	
	

	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
	
	
	

	Marketing
	 
	 
	
	  
	 
	 
	
	 
	 
	 
	 
	 
	 
	
	
	
	
	

	Overdraft Interest
	 
	 
	
	 
	
	
	 
	 
	 
	
	 
	
	
	
	
	
	
	

	Beverage
	 
	 
	1,350
	
	1,350
	
	1,350
	
	1,350
	
	1,350
	
	1,350
	
	8,100
	
	
	

	Magazines
	 
	 
	2,150
	2,150
	2,150
	2,150
	2,150
	2,150
	2,150
	2,150
	2,150
	2,150
	2,150
	2,150
	25,800
	
	
	

	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
	12,650
	
	
	

	Building Insurance
	 
	 
	
	
	
	
	
	5,500
	
	
	
	
	
	
	5,500
	
	
	

	Total payments
	 
	 
	112,065
	112,165
	116,715
	115,365
	116,715
	114,165
	113,215
	111,865
	125,515
	111,865
	120,715
	117,865
	1,388,230
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance b / f
	 
	 
	13,500
	95,740
	161,347
	243,372
	284,208
	326,919
	380,461
	444,059
	521,315
	594,339
	658,204
	717,035
	4,440,499
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cashflow in month
	 
	 
	82,240
	65,607
	82,025
	40,836
	42,711
	53,542
	63,598
	77,256
	73,024
	63,865
	58,831
	63,346
	766,881
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance c / f
	 
	 
	95,740
	161,347
	243,372
	284,208
	326,919
	380,461
	444,059
	521,315
	594,339
	658,204
	717,035
	780,381
	5,207,380
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Sheet1

		 



								Apr		May		Jun		Jul		Aug		Sep		Oct		Nov		Dec		Jan		Feb		Mar		Total

								£		£		£		£		£		£		£		£		£		£		£		£		£





		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		2,872		4,840		7,301		8,526		9,807		11,413		13,321		15,639		17,830		19,746		21,511

		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		177,772		198,740		156,201		159,426		167,707		176,813		189,121		198,539		175,730		179,546		181,211







		Payments :

		Resturant 						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

		Freehold						 				 

		Fixtures and fittings						 				 				 				 				 		 				 

		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						 		 		 		 		 		 		 		 		 		 		 		 

		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						 		 		 		 		 		 		 		 		 		 		 		 

		Payments to suppliers						 		 		 		 		 		 		 		 		 		 		 		 

		Wages						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

		Salaries						 		 		 		 		 		 		 		 		 		 		 		 

		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

		Van						 		 		 		 		 		 		 		 		 		 		 		 

		Cars Insurance																						8,000								8,000

		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

		Marketing								  		 		 				 		 		 		 		 		 

		Overdraft Interest								 						 		 		 				 

		Beverage						1,350				1,350				1,350				1,350				1,350				1,350				8,100

		Magazines						2,150		2,150		2,150		2,150		2,150		2,150		2,150		2,150		2,150		2,150		2,150		2,150		25,800

		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		12,650

		Building Insurance																5,500														5,500

		Total payments						112,065		112,165		116,715		115,365		116,715		114,165		113,215		111,865		125,515		111,865		120,715		117,865		1,388,230







		Balance b / f						13,500		95,740		161,347		243,372		284,208		326,919		380,461		444,059		521,315		594,339		658,204		717,035		4,440,499





		Net cashflow in month						82,240		65,607		82,025		40,836		42,711		53,542		63,598		77,256		73,024		63,865		58,831		63,346		766,881





		Balance c / f						95,740		161,347		243,372		284,208		326,919		380,461		444,059		521,315		594,339		658,204		717,035		780,381		5,207,380
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		WORKINGS :						this page is for your workings - include within your hard copy submission.   

		(1)

						 		 		Jan		Feb		Mar		April		May		June		July		August		September		October		November		December



		 



		 

		 



		 

		 



		 

		 





		 

		 

		 



















		Supplier A

		(1month credit)



		Supplier B

		(no credit / 1%discount)







		Payments to

		     suppliers (£)

		 







		(2)    Wages 



						 		 		Jan		Feb		Mar		April		May		June		July		August		September		October		November		December







		Wages paid



















		 

		 



		Cash paid

		      % in month

		    % next month



		 

		 







		(3)     Cash received from customers



		    (a)  Credit Sales





						 		 		Jan		Feb		Mar		April		May		June		July		August		September		October		November		December





		Total sales  



		Credit sales 



		Credit sales (£)

		 









		Months				 		 		        £		        £		        £		        £		        £		        £		        £		        £		        £		        £		        £		        £



		 

		 

		 

		 

		 

		 



		Cash received from debtors







		    (b)  Cash Sales





						Nov		Dec		Jan		Feb		Mar		April





		Total sales 



		Cash sales  



		Cash Sales (£)
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