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[bookmark: _Toc107305897]Introduction
Financial management is referred to the management’s practice of handling the company’s financial aspects to ensure that all compliance is maintained while being successful (Raghunath, 2019). The hotel industry in the UK is estimated to be over £5.8 billion in worth, having over 9,757 hotels operating currently in the hotel industry (Armstrong, 2020). The Continental Hotel is situated in London, England, UK. The report aims to prepare the financial budget for the management and provide details of the zero-base budgeting technique for the Continental Hotel London. It shall provide a critically analysis and evaluation of the informational requirements of management, particularly in relation to decisions involving revenues, costs and other financial criteria using appropriate methods and techniques. Also, demonstrate a critical understanding of how to monitor and evaluate financial performance within the Hotel Industry.


[bookmark: _Toc107305898]Task 1 - Budget Planner (Cash Flow Forecast)
The selling price per unit (room) = £250 per night. The month-by-month cash budget forecast for January 2022 to December 2023 have been prepared and shown below.
	 2022
	Jan
	February
	March
	April
	May
	June
	July
	August
	Sept
	Oct
	Nov
	Dec
	Total

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

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Cash sales
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	81,600 

	Hotel Sales
	85,000 
	66,000 
	85,000 
	40,000 
	42,000 
	49,000 
	56,500 
	66,900 
	74,000 
	49,000 
	50,900 
	50,800 
	715,100 

	Interest Received
	 
	2,178 
	4,035 
	6,526 
	7,641 
	8,898 
	10,392 
	12,166 
	14,287 
	16,689 
	18,469 
	20,362 
	121,642 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Total Receipts
	91,800 
	74,978 
	95,835 
	53,326 
	56,441 
	64,698 
	73,692 
	85,866 
	95,087 
	72,489 
	76,169 
	77,962 
	918,342 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Vehicle insurance
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	4,000 
	4,000 

	Virgin Active gym
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	18,000 

	Premier league
	 
	 
	 
	3,000 
	 
	 
	 
	 
	 
	 
	 
	 
	3,000 

	Vehicle valeted
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	1,680 

	Sky Sports and Sky Movie
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	3,000 

	Alcoholic beverages
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	36,000 

	Annual Building insurance
	 
	 
	 
	 
	 
	 
	 
	 
	2,500 
	 
	 
	 
	2,500 

	Business Rates
	300 
	300 
	300 
	300 
	 
	300 
	300 
	300 
	 
	300 
	300 
	300 
	3,000 

	Custom Wardrobe
	 
	 
	 
	 
	1,750 
	1,750 
	1,750 
	1,750 
	  
	 
	 
	 
	7,000 

	Employee Wages
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	72,000 

	In-Room Beverages
	 
	 
	 
	350 
	 
	350 
	
	350 
	 
	350 
	 
	350 
	1,750 

	Magazine Subscriptions
	 
	250 
	
	
	250 
	
	
	250 
	
	
	250 
	
	1,000 

	Newspapers
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	150 
	1,800 

	Overdraft Interest
	390 
	 
	
	
	 
	 
	 
	
	 
	 
	
	
	 

	Payments to suppliers
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Petrol and diesel
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	6,000 

	Property expenses
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Utility bills
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	8,400 

	Vehicles Lease
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	3,300 

	Total payments
	13,205 
	13,065 
	12,815 
	16,165 
	14,515 
	14,915 
	14,565 
	15,165 
	15,015 
	13,165 
	13,065 
	13,165 
	168,430 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Balance B / F
	(6,000)
	72,595 
	134,508 
	217,528 
	254,689 
	296,615 
	346,398 
	405,525 
	476,226 
	556,297 
	615,621 
	678,725 
	743,522 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Net cashflow in month
	78,595 
	61,913 
	83,020 
	37,161 
	41,926 
	49,783 
	59,127 
	70,701 
	80,072 
	59,324 
	63,104 
	64,797 
	749,912 

	 
	 
	
	
	
	
	
	
	
	
	
	
	
	 

	Balance c / f
	72,595 
	134,508 
	217,528 
	254,689 
	296,615 
	346,398 
	405,525 
	476,226 
	556,297 
	615,621 
	678,725 
	743,522 
	1,493,434 



	2023

	Jan
	February
	March
	April
	May
	June
	July
	August
	Sept
	Oct
	Nov
	Dec
	Total

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

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	6,800 
	81,600 

	85,000 
	66,000 
	85,000 
	40,000 
	42,000 
	49,000 
	56,500 
	66,900 
	74,000 
	49,000 
	50,900 
	50,800 
	715,100 

	22,306 
	25,344 
	27,897 
	31,103 
	32,955 
	34,973 
	37,248 
	39,828 
	42,779 
	46,036 
	48,696 
	51,496 
	440,660 

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	114,106 
	98,144 
	119,697 
	77,903 
	81,755 
	90,773 
	100,548 
	113,528 
	123,579 
	101,836 
	106,396 
	109,096 
	1,237,360 

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	4,000 
	4,000 

	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	1,500 
	18,000 

	 
	 
	 
	3,000 
	 
	 
	 
	 
	 
	 
	 
	 
	3,000 

	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	140 
	1,680 

	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	250 
	3,000 

	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	3,000 
	36,000 

	 
	 
	 
	 
	 
	 
	 
	 
	2,500 
	 
	 
	 
	2,500 

	300 
	300 
	300 
	300 
	 
	300 
	300 
	300 
	 
	300 
	300 
	300 
	3,000 

	 
	 
	 
	 
	1,750 
	1,750 
	1,750 
	1,750 
	  
	 
	 
	 
	7,000 

	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	6,000 
	72,000 

	 
	 
	 
	350 
	 
	350 
	
	350 
	 
	350 
	 
	350 
	1,750 

	 
	250 
	
	
	250 
	
	
	250 
	
	
	250 
	
	1,000 

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

	 
	 
	
	
	 
	 
	 
	
	 
	 
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	500 
	6,000 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	700 
	8,400 

	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	275 
	3,300 

	12,815 
	13,065 
	12,815 
	16,165 
	14,515 
	14,915 
	14,565 
	15,165 
	15,015 
	13,165 
	13,065 
	13,165 
	168,430 

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	743,522 
	844,812 
	929,892 
	1,036,774 
	1,098,512 
	1,165,752 
	1,241,610 
	1,327,593 
	1,425,956 
	1,534,519 
	1,623,190 
	1,716,521 
	1,812,451 

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	101,291 
	85,079 
	106,882 
	61,738 
	67,240 
	75,858 
	85,983 
	98,363 
	108,564 
	88,671 
	93,331 
	95,931 
	1,068,930 

	 
	
	
	
	
	
	
	
	
	
	
	
	 

	844,812 
	929,892 
	1,036,774 
	1,098,512 
	1,165,752 
	1,241,610 
	1,327,593 
	1,425,956 
	1,534,519 
	1,623,190 
	1,716,521 
	1,812,451 
	2,881,381 



The working for the amounts has been provided along with the hardcopy.
[bookmark: _Toc107305899]Task 2 - Report for the Accounts Directors
This task focuses on the viability and applicability of zero-based budgeting for the Continental Hotel. There are many types of budgeting options to choose from, however, the rationale for choosing the best option for the client organisation according to the nature and requirements must be justified. 
[bookmark: _Toc107305900]Traditional Based Budget VS Zero-Base Budget
Traditional based budget is used by taking the previous year’s budgeting data as the base for forecasting the current year’s budgets (Vadapalli, 2021). However, certain changes like the inflation rates, market situations, and the customer demands are made to the previous year’s budget to estimate the current year’s sales, revenues, expenses, and predicting the future. The traditional budgeting is simple to understand and quick to conduct. It saves time and not much of expertise is required to conduct this type budget. There are certain advantages and disadvantages of traditional budgeting, which have been identified below.
	Advantages:
· The framework used is simple and straightforward. It helps to manage the financial activities of the firm more easily and have more control over them.
· The input from everyone can be considered as this method allows decentralization of idea and decision making. The top management can then focus on the more ‘intense’ or important decisions.
· This method is very simple and easy to conduct which helps to groom the culture of the organization. If a new technique is introduced, it would be difficult for the organisation to adapt (Bunget, 2021).
Disadvantages:
· Since changes in the conditions like the inflation rate, customer demand is adjusted by the human workers and executives, also the study of using past information requires human workers and executives, there is high chance that human error can occur.
· For a business that is large at scale and has a lot of activities to consider, the process can become time-consuming or tedious. Also, using the proper rates of change can be difficult and time-consuming as well.
· As the budgeting technique only focuses on the previous year’s spending and income, it fails to align with the strategies of the organisation.
· Moreover, the predictions may be wrong as with time, the customer preference and sudden changes in the political and economic factors can have devastating impact on the actual figures of revenues and expenditures.
· Legacy costs are ignored until an economic shock arises.
Zero-based budgeting techniques refers to allocating all the funds to three different categories of items – expenses, savings and debt payments (Adah, 2016). This technique ensures that the managers evaluate and assess how to prepare the budget for this current year. It allows them to justify and provide rationale for the financial spending and identify the sources of income. It can help reduce cost by eliminating redundant expenses and have more control over where to put what amounts of funds. Zero-based budgeting has certain advantages and disadvantages, which have been identified below.
Advantages
· All the expenses are justified and allows the managers to properly assess the rationale of spendings and identify sources of income.
· The legacy costs are always considered while preparing the budgets. This helps to avoid building of expenses over time and constrain the company via losses (Beredugo, Azubike and Okon, 2019).
Disadvantages
· Savvy managers can use this technique to manipulate the figures for their personal and departmental benefits. This can later build the ridge between the organisational culture.
· This type of budgeting requires time, expertise, other resources as it involves the identification and justification for every cost, expenses, and income. The amount of time needed cannot be justified with the advantage of the technique.
· This technique cannot be applied for long-term budgeting, rather can reward short-term budgets.
[bookmark: _Toc107305901]The Process of Zero-Based Budget and its Implementation
As it has been explained, zero-based budgeting allows customisation and justification for every fund spent. However, the process of techniques and the implementation procedure must be assessed.
Process
There are primarily four stages of the zero-based budgeting technique. These mainly involve the development plan for the operations (decision packages) within the organisation. The four stages of zero-based budgeting have been identified below.
· Identifying and describing the decision packages – it is important to identify the actions that allow the development of the operations (Alddin and Dali, 2021). Also, the rationale and process of the decision packages must be explained and listed.
· Evaluating the decision packages – the decision packages must be evaluated to check whether they align with the departmental and organisational goals, objectives, resources, and other targets.
· Prioritising the decision packages – afterwards, the decision packages must be prioritised and ranked based on the activities.
· Allocating the resources – last but not least, appropriate amounts of resources are allotted to the decision packages to start preparing the budget for the current year without reviewing the previous budgets.
Implementation 
The implementation of the budgeting technique involves three primary steps to conduct a realistic planning for the organisation’s spending (Al-ddin and Ayedh, no date). The three steps involve the following.
1. Realise the income. Every income source must be identified and the actual income made must be realised to ensure that the amount is over or under stated. This shall give an idea of the financial limitations and within how much to spend.
2. Track and study the expenses for a period of time. This allows the understanding of the nature and amount of money spent on the respective expenses.
3. Categorise the expenses based on priority, needs, wants, and urgency. Every expense must have a purpose to fulfil and be categorised accordingly.
[bookmark: _Toc107305902]Sustainability through Budgeting Control
Sustainability is achieved when the actual income and expenditure statement meets or exceeds the organisation’s expectations or budget prepared. Budgetary control can prevent irregular financial activities and control the income and expenditure of an organisation (Wildavsky, 2017). However, budgetary control consists of five principles which it needs to fulfil. The five principles are as follows.
· Use historical data to assess the past performance.
· Prepare budgets for setting the future goals.
· Prepare and use measurement modes such as budgets.
· Conduct variance analysis to evaluate the difference between the budgets and actual performance.
· Initiate mitigative action to reduce variance.
Thus, the budgetary control helps to provide definite planning of the budgets by encouraging validation for spending and realisation of the income. It also promotes efficiency in performance as the risks and threats of the operations and budgets are identified and adequate amounts of resources are allocated to the decision packages. It allows the managers to have more control over resources allocation, performance monitoring, and identifying the areas for improvement (Chand, 2019). It provides grounds for coordination, proper communication, and scope to maximise profits. These all lead to sustainability of the operations and budgetary controls.



[bookmark: _Toc107305903]Conclusion
It has been observed and assessed in the report that the Continental Hotel that is located in London, shall be generating the cash flow according to the forecast which show the budgeted income and expenditure clearly categorized. It also clearly shows the net monthly income/expenditure and the opening and closing balance on the hotels bank balance. A report has been prepared for the Accounts directors, providing the understanding of traditional based budget and zero-base budget, as well as the explanation of the process of zero-base budget and how can this be implemented. Moreover, how budgeting control can support sustainability have been examined as well.
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