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[bookmark: _Toc116606655]Introduction
A budget is an estimate of income and expenditures for a given future period, and it is often created and updated regularly (Sharma, 2020). No company can long-term survival and success without a clear budget and financial strategy. Additionally, it guarantees that the company has enough cash and assets to engage in initiatives with the best returns and to maintain efficient corporate operations (CFI, 2019). The cash inflows and outflows of a firm are shown in the cash flow statement, which aids managers in creating a proforma budget that is most appropriate for the financial operations of the company. This report analyses and discusses different budgeting techniques and their importance. The Grand Hotel and its budget along with the approaches it follows that contribute to sustainability are highlighted in this report.









[bookmark: _Toc116606656]Analysis of Budget
A company's estimated cash inflows and outflows for a given time period—which may be weekly, monthly, quarterly, or annually is known as a cash budget. A corporation will use a cash budget to assess if it has enough cash on hand to maintain operations for the specified period of time (Tuovila, 2021). Here in the cashflow estimation (appendix 1) the cash balance is positive for every month. The managers need to take a decision to effectively utilise these cash balances. The forecasted receipt will be consistent over the twelve months which is a stable cash flow. The monthly costs are also stable as there are no significant changes. Insurance payments and asset purchase payments are causing significant changes in cash flow on a monthly basis. In the month of April, the estimated balance in the bank account is £13,500 which is the lowest cash amount in the proforma. The month of march 2023 will generate the highest cash balance of £763,756. As there is cash available each month and the balance are consistently increasing, means that effective decisions are needed to be made regarding the surplus balances. As the net cash balance is increasing on a monthly basis these cash balances would not be able to generate value for the organisation if not allocated properly or if not allocated at all. The managers have plenty of options to allocate this cash. For example, they can invest in short-term market securities which are highly liquid and bear very little risk. If there were deficits, the organisation would have to find sources to collect funds to carry out its operations. But in the current scenario, the managers can invest in the capital market, new profitable projects etc. considering their liquidity, riskiness and return; generating the most value from it. 
[bookmark: _Toc116606657]The Importance of Budgeting
Budgeting is the process of projecting revenues and costs, cash flows, production lines, working capital needs, capital expenditure, and so on over the next few years, based on some reasoning about the prospects and utilising prior experience to make decisions, and is given to the company's management for decision making (CFI, 2019). Budgeting prevents deficits and shortfalls. Budgeting is key to achieving a business's accounting and financial goals and completing all necessary steps (Cote, 2022). A business plan is impossible without a budget. Budgeting ensures business efficiency. The importance of budgeting is described below:
Resource allocation: Budgeting serves as a roadmap for allocating earnings and resources to the most crucial and required areas of business operations. Additionally, by sticking to a budget, managers can make sure that no crucial aspect of the operation is neglected and that all essential expenditures are being made to keep the organisation afloat (Cote, 2022). 
Responsible and strategic spending: Budgeting allocates spending in the most needed sector. A budget enables the management to keep a strict track of spending plans, find methods to save costs, and prevent resource waste since resources are always finite. The inclination for managers to overpay on initiatives that won't provide the company with adequate value is common. Unnecessary asset acquisition is another problem that may arise in corporate organisations. By distributing the profits in a manner that will maximise company value and guarantee operational efficiency, budgeting aids in the resolution of these issues.
Profitable investment: Budget allocate the investments too. And as the resources are limited these investment opportunities need to be analysed carefully to look for the most profitable ones. Thus, budget drives profitable investments. If a business doesn't have a budget, it won't be able to save money and avail the investment opportunities to increase its value as planned. A well-planned budget can make it possible to save money as planned.
Planning and reporting on internal goals: Budget is the plan of resource allocation and spending. Cost-cutting or differentiation strategies have their costs. No matter what strategy a firm follows, these costs need to be allocated in the right manner so that they are minimised. Thus, planning is necessary. Budgeting sets this planning. The internal goal might be to increase revenue or minimise cost. These targets are well-defined in budgeting and strategies are implemented accordingly. The actual outcome is compared with the planned budget to find out the deviations and strategies are modified to minimise those. Thus, the budget is used to control the activities of managers and employees. 
[bookmark: _Toc116606658]Understanding of Different Budgeting Techniques
The tactical execution of a company strategy is budgeting. A firm requires a clear descriptive roadmap of the business plan that establishes benchmarks and indicators of performance in order to accomplish the objectives in its strategic plan (Metro Bank, 2022). The organisation then makes adjustments along the road to guarantee that they achieve its objectives.
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Figure 1: How the budget supports the strategic plan and business plan (CFI, 2019).
To start the roadmap and achieve their objectives, businesses often employ one of four kinds of budgets: (1) incremental, (2) activity-based, (3) value proposition, and (4) zero-based (CFI, 2015).
Incremental Budgeting: Incremental budgeting is the classic budgeting process in which the budget is generated by starting with the current period's budget or actual performance and then adding incremental amounts for the next budget period. In this strategy, the manager begins with the basic budget and then gradually changes the money allocation by including or removing figures.
Activity-based Budgeting: Activity-based budgeting (ABB) is a budgeting system in which cost-incurring actions are noted, assessed, and evaluated. It is more thorough than typical budgeting methods, which usually include just adjusting past budgets to accommodate for inflation or business growth. To construct such a budget, each existing and prospective activity are meticulously monitored and assessed (Liberto, 2020). This strategy examines each expense incurred in the organisation to see whether it can be decreased in any way by decreasing or removing certain operations or phases. The Grant Hotel follows activity-based budgeting as it allocates the fund based on the activities and targets future growth and modifies strategies to reach the targets.
Value-based budgeting: Value proposition budgeting is all about examining and justifying the worth of each and every item on a budget (Divvy, 2022). The primary emphasis here is on the company's value drivers. This determines the value added by each item on the spending list and whether the company should spend on those items. If the expenditure adds value, the firm will benefit; if it does not, the business will lose value.
Zero-based Budgeting: Zero-based budgeting assumes that all department budgets begin at zero and must be reconstructed from scratch. Managers must be able to justify all expenditures. No expenses are automatically "approved." Zero-based budgeting is very stringent, with the goal of avoiding any expenses that are deemed unnecessary to the company's effective (profitable) operation. Bottom-up budgeting may be a very successful method for "shaking things up." Since zero-based budgeting is best used to target discretionary expenditures rather than necessary running costs, it is a smart strategy to apply when cost conservation is urgently required.
[bookmark: _Toc116606659]Budgeting control and sustainability
Corporate sustainability is the strategy wherein a business delivers its goods and services in a method that is both sustainable and supports its economic progress. The process of budgeting is an important tool in the overall financial management of sustainable development. Budgeting also ensures the efficiency of the company's money and resources. Every industry and firm have its own unique budget plan. 
Traditional budgeting systems usually have two problems. First, the systems are reactive and tend to concentrate on the increased costs imposed by environmental restrictions rather than the advantages offered by opportunities that are concurrent with measures to lessen environmental effects and; they do not include the costs spent when businesses fail to safeguard the environment (Yılmaz, 2018).
These problems tend to be mitigated by businesses using their unique budgeting approaches and creativity. Good budgeting supports sustainability in a number of ways.
First, budgeting allocates resources in a manner that ensures the highest possible benefit for a company. It ensures that the resources are allocated at the correct place bringing the highest return. Moreover, the companies focus on mitigating the environmental damage instead of abolishing the effects completely (OCED Library, 2022). The Gant Hotel, however, tends to mitigate the negative impact on the environment due to its operations. It is to be noted that the company uses activity-based budgeting for planning and control. So, each activity is thoroughly assessed to mitigate pollution and wastage to generate value. The company allocates its resources to the most profitable ones with regard to managing the produced waste. The company creates and monitors the cash flow plan for the future regularly to see if the firm needs additional financing or if it can take new profitable projects with the surplus. The invested projects such as partnerships with different agencies, tour guides, and suppliers are sustainable. The value chain of the hotel also tends to be allocated in such a way that can support sustainability. For instance, the company can choose suppliers and partners who also follow sustainable methods. 
There are three main budgeting documents that support the sustainability of a company. These are the budget, the budget and the actual report which is also known as the management accounts and the cashflow forecast (Tidsall, 2015). Financial stability and a robust programme of activities are supported by effective budgeting. With these three papers, the firm can ensure that it has enough cash on hand overall, determine whether it is basically on track with the budget plan with the budget and actual report, and determine whether it has enough cash on hand to pay the bills. All these activities support the sustainability of a company by ensuring cash and other financial resources are in the right place as well as their future needs and the sources to fill those needs
[bookmark: _Toc116606660]Conclusion
The cash budget and the overall budgeting plan of a business drive operations and profitability. This report analyses the cash budget of The Grand Hotel. It is seen that the organisation will generate a good amount of cash as estimated. These can be invested by the customers which will generate value for the hotel. This study also includes the importance of budgeting and how it supports other activities such as business strategy. Types of budgeting are included next. The Grand Hotel uses activity-based budgeting. Finally, how budgeting supports sustainability is described along with some vulnerabilities of traditional budgeting and how to mitigate them. The organisation generate value through its budgeting method which also supports sustainability.
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Appendix 1
	Particulars
	 
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Jan
	Feb
	Mar
	Total

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

	Opening balance
	 
	13,500 
	91,240 
	160,362 
	241,158 
	282,078 
	321,375 
	371,401 
	433,528 
	510,619 
	579,973 
	643,557 
	700,749 
	4,349,541 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	-

	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 
	2,737 
	4,811 
	7,235 
	8,462 
	9,641 
	11,142 
	13,006 
	15,319 
	17,399 
	19,307 
	21,022 
	130,486 

	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 
	177,637 
	198,711 
	156,135 
	159,362 
	167,541 
	176,542 
	188,806 
	198,219 
	175,299 
	179,107 
	180,722 
	2,152,386 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	 

	Payments:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Restaurant 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	-

	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
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	-

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

	Overdraft Interest
	 
	
	 
	
	
	 
	 
	 
	
	 
	
	
	
	-

	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 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance b / f
	 
	
	91,240 
	160,362 
	241,158 
	282,078 
	321,375 
	371,401 
	433,528 
	510,619 
	579,973 
	643,557 
	700,749 
	763,756 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	91,240 
	160,362 
	241,158 
	282,078 
	321,375 
	371,401 
	433,528 
	510,619 
	579,973 
	643,557 
	700,749 
	763,756 
	5,099,797 

	Net cash flow in month
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance c / f
	 
	91,240 
	160,362 
	241,158 
	282,078 
	321,375 
	371,401 
	433,528 
	510,619 
	579,973 
	643,557 
	700,749 
	763,756 
	5,099,797 


Note: Interest receipt and mini bar are not main operational activities. Thus, these are added separately.
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