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[bookmark: _Toc10700][bookmark: _Toc116579237]Task 1: Budget and Analysis
A budget planner has been prepared for the company based on the additional information provided. The cash flow forecast has been provided based on the budgeted or expected income and expenditure which has been further categorised. Therefore, the given table clearly represents the net monthly income and expenditure incurred by the company followed by the opening and closing balance on the hotel's bank balance. Based on past experience and future growth developments in the market of hotels and lodging, the company has estimated the average nightly demand for its rooms and services which has been allocated in the payment on business accounts. It is evident that the demand would be highly fluctuating in the coming months the maximum demand would be in the month of April 2022 with its lowest in June 2022. Since it is an estimated budget planner, no cash sales have been recorded due to the unavailability of the required data. In addition to that, the receipt also contains the interest received account which depicts fluctuative cash flow in every month .
As for the payments, each expenditure has been categorized into various sections to simplify the complexities of budgeting. The payments paid by the restaurant of Grand Hotel are 27,800 each month except in December wherein the expenses rise up to 32,100 due to an additional program. Following that, the instalment for a personalized wardrobe has increased the expenses for the months of May, June, July, and August by 3,500 each month. Whereas the subscription amount for Sky, that is, 1,250, remains the same throughout the year. Furthermore, there is an additional expenditure amounting to 8,000 associated with car insurance which has to be paid in the month of December. The hotel also incurs expenses related to the laundry which amounts to 1,625 each month. A permanent amount of wages, that is, 57,000 are paid to the workers each month.
For purchasing the items of mini bar, the hotel spends around 7,000 each month followed by a Virgin Pass costing up to 2,500 per month for offering swimming and gym facilities to its customers. The utility bill has been estimated to reach up to 2,000 each month followed by the cost of petrol amounting to 1,000 per month. As for the business rates costs incurred by the company, apart from the months of May and September, the hotel has to pay 3,200 in the remaining months. The valet services offered by the hotel costs up to 540 each month along with beverages that are paid for every second month, amounting to 1,350. Remaining are the overtime payment of 3,400 allocated to the employees followed by building insurance of 5,500 for the month of September and newspaper costing 1,150 each month. Therefore, based on the calculations, the expenses and income would be highly fluctuating this year.

[bookmark: _Toc116579238][bookmark: _Toc21830]Task 2: Report to the Accounts directors
[bookmark: _Toc818][bookmark: _Toc116579239]Importance of Budgeting 
The term budgeting is used to define the extensive process of creating a plan as to how to spend the money at hand to derive maximum profitability from business operations (Nikodijević, 2021). Both the inflow as well as outflow incurred by the business are undertaken to determine a predictable income. It provides a structural path for different activities of the organisation as per the available capital backed by estimated spending (Valdiansyah and Augustine, 2021). It plays a vital role in overcoming the short-term requirements of the organisation followed by long-term planning. Explained below are the importance of preparing a budget in an organisation:
Ensures availability of resources: A structural and robust budget ensures the timely availability of adequate resources to facilitate the organisational functions (forbes.com, 2022). It plays a crucial role in ensuring the optimum utilisation of resources based on the planned budget. As a result, an organisation not only provides sufficient finance in each department as per the requirements but also ensures savings and cost management (bbc.co.uk, 2022). In addition to that, prior preparation of the financial budget fosters future planning that includes the management of cash, employees, and other assets.
Fulfilment of internal goals: The predominant aim of the budget is to secure the goals of the organisation by pre-planning different activities as per the internal requirements of the departments. Budgeting holds a significant spot in helping the organisation to track its progress to ensure growth in the forthcoming months or years (forbes.com, 2022). A budget not only allocates resources but also determines the amount of revenue required by the company to attain its goals. The process ensures the effective alignment of the available resources and the goals set up by the organisation.
Prioritising projects: By preparing different types of budgets, organisation focus on prioritising projects and potential investment opportunities. As a result, enhanced return on investment is achieved in each project by aligning the values of the company with its ability to attain predetermined financial goals (bbc.co.uk, 2022). In addition to that, maximum benefits are attained by an organisation by mitigating expenditures and securing maximum profitability from prioritised projects and investments.
Attaining financial opportunities: A robust yet flexible budget is considered to be the primary objective of an organisation that acts as a foundation of different organisational activities. It undertakes each inflow and outflow of the organisation based on its past expenditures and income which are further utilised to predict upcoming revenues (Zor et al. 2019). As a result, an organisation attains financial opportunities by implementing necessary changes within its budget as per the changing market conditions for optimum results. 
Acts as a roadmap: Although the business environment is highly unpredictable, the budget acts as a roadmap for the organisation. A majority of risks are analysed and effective measures are implemented to ensure the financial stability of the organisation (Alles et al. 2021). However, it is often found that a flexible budget minimises the negative impacts imposed by uncertain business circumstances ensuring a certain amount of profitability attained by the organisation.
[bookmark: _Toc116579240][bookmark: _Toc25237]Understanding of different budgeting 
There are different types of budgeting that are prepared by an organisation according to its requirements and objectives, some of which have been explained below for better understanding: 
Incremental Budgeting: In this particular type of budgeting an organisation undertakes the budget for the current period or the actual performance of the organisation which is then used as a base for determining the increments experienced by the organisation (datarails.com, 2022). It is predominantly prepared by considering the budget prepared for the previous year and including the increase in costs. Herein, the budget is prepared as per the ongoing rate of inflation which helps in scrutinising potential increases in different financial aspects of businesses. Although the overall process of preparing incremental budgeting is considered to be easier than other budgets, it requires expensive attention while analysing an increment in the cost and income factor of the organisation (datarails.com, 2022). However, the major assumption of this budgeting is that all the current expenditures incurred by the organisation are scrutinised and justified before proceeding to prepare the actual budget.
Activity-based Budgeting: This type of budgeting involves the recording, researching, and analysis of the activities due to which costs are incurred by an organisation. In activity-based budgeting, critical scrutinisation is performed on each cost-curring operation to identify potential growth opportunities to foster efficiency and effective management of funds (investopedia.com, 2020). Based on the results obtained by scrutinisation, a budget is prepared for future development. This process is considered to be highly rigorous compared to other traditional approaches to budgeting. In addition to that, by implementing “activity-based budgeting” an organisation can further mitigate the costs incurred from operations in order to derive enhanced profit from its sales (investopedia.com, 2020). However, this particular method is highly effective for new companies followed by the ones undergoing material changes.
Value-Proposition Budgeting: Also known as priority-based budgeting, this method of preparing a budget involves activities of analysing and justifying the value of different items associated with the expenditure of an organisation (forbes.com, 2019). As a result, this method is predominantly used to identify the most profitable investment or project based on the value or return attained from it. Therefore, it ensures that the organisation effectively obtains higher income by giving priority to the project that yields higher revenue or profitability. This is highly effective for the organisation that aims to assess the value of the services provided by it (forbes.com, 2019). Furthermore, value proposition budgeting allows the organisation to allocate more budget to the most popular or in-demand products and services of the organisation for receiving maximum productivity from its operations. Additionally, this allows the organisation to restructure its financial practices in order to spend its funds and available resources in an effective manner. 
Zero-based Budgeting: As the name suggests, in this method of budgeting, the process of each period begins from a 'zero-base'. Herein, each and every expense incurred by the organisation must be critically justified for each successive accounting period (investopedia.com, 2022). Moreover, the costs and requirements of each function of each department of the organisation are analysed which is further used by preparing the ultimate budget. As it starts from zero-base, the budget position of the current period is not compared to the previous one. Moreover, “zero-based budgeting” considers only the monetary requirements of the organisation which is utilised as the expenditure tracker as allowing the organisation to overcome increasing costs (investopedia.com, 20221).
[bookmark: _Toc23146][bookmark: _Toc116579241]Budgeting control and sustainability
The concept of budgeting control is adopted by different organisations with the aim of managing income and expenditure in order to attain maximum revenue and profitability from its operations. In addition to that, it not only fosters growth in the internal management of the organisation but also fosters flexibility in tackling the external circumstances of the business world (Alade, 2020). It involves a series of activities wherein a timely comparison is done between the actual income and expenses gained by the company with the planned budget. It enables the management to keep a progressive track in accordance with the plan followed by the implementation of corrective measures to ensure a higher scope of growth and financial development (Fukaya, 2022). Budgeting control further fosters flexibility in the internal management of the organisation enabling it to tackle the ever-changing external business environment. Therefore, budgeting control is a significant aspect that secures the financial stability of the organisation by maintaining a positive balance between income and costs. 
As explained above, the predominant aim of budgetary control is to enable the sustainable development of the financial management of an organisation. It also plays a major role in maintaining the effectiveness of the invested capital followed by the resources of the organisation (Nwanyanwu and Ogbonnaya, 2018). Since budgetary control is applied in different financial sectors of the business organisation, it fosters sustainability for both the organisation as well as the economy and society. Although a prior formation of pre-determined expenses and revenues can create rigidity within the organisation, budgetary control offers flexibility to it that allows the organisation to overcome uncertain circumstances in a sustainable manner (Ghosh et al. 2019). In addition to that, the process of budgetary control enables the organisation to opt for the most sustainable option of gathering, analysing, allocating, and utilising the available resources in a sustainable manner from a pool of alternatives. 
Furthermore, budgetary control ensures the sustainable growth of the business by keeping the organisation on track as per the prepared budget which further fosters higher profit margin and revenue for the organisation. As a result, it is evident that sustainability is highly influenced by the effectiveness of the budgetary control initiated by the organisation (Oyewo, 2021). Therefore, to be able to tackle the growing external environment, an organisation must establish a flexible budgetary control that supports the sustainable development of the organisation as well as society through green methods of conducting business.
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	Dec
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	Total
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	£
	£
	£
	£
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	£
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	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payment on business accounts
	185,000 
	166,000 
	85,000 
	140,000 
	142,000 
	149,000 
	156,500 
	166,900 
	174,000 
	149,000 
	150,900 
	150,800 
	1,815,100 

	Cash sales
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Interest Received
	 
	 
	 
	2,361 
	1,957 
	 
	946 
	1,058 
	1,513 
	1,551 
	1,969 
	1,785 
	1,375 
	1,218 
	1,296 

	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
	 
	 
	193,900 
	177,261 
	95,857 
	148,900 
	151,846 
	158,958 
	166,913 
	177,351 
	184,869 
	159,685 
	161,175 
	160,918 
	1,923,196 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	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 
	5,000 

	Property expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	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
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	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 

	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
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	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 
	
	
	

	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
	 
	 
	115,215 
	112,015 
	116,565 
	117,365 
	116,565 
	108,515 
	115,215 
	111,715 
	125,365 
	113,865 
	120,565 
	117,715 
	1,372,080 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Balance b / f
	 
	 
	0 
	74,885 
	136,217 
	113,839 
	145,374 
	180,655 
	231,098 
	282,797 
	348,433 
	407,937 
	453,757 
	494,367 
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Net cashflow in month
	 
	 
	78,685 
	65,246 
	(20,708)
	31,535 
	35,281 
	50,443 
	51,698 
	65,636 
	59,504 
	45,820 
	40,610 
	43,203 
	546,954 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Balance c / f
	 
	 
	74,885 
	140,131 
	115,509 
	145,374 
	180,655 
	231,098 
	282,797 
	348,433 
	407,937 
	453,757 
	494,367 
	537,570 
	3,412,512 



Figure 1: Monthly Budget Planner
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