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[bookmark: _Toc116606759]Introduction
Budgeting is a technique that ensures that total income equates to the total expense. Budgeting is an essential part of personal finance as well as corporate finance. Without a proper budget and a financial plan, no organization can survive and thrive in the long run (Alice Sizer Warner, 2019). It also ensures that the business has enough liquidity and asset to invest in projects with the highest returns and ensure smooth operational activities. The cash flow statement of a business illustrates the cash inflows and outflows of a business, which helps the managers to make financial plans for the future and make a proforma budget that best suits the financial activities of the business. This assignment focuses on budgeting techniques and their importance.   
















1. [bookmark: _Toc116606760]Analysis of budget
A cash flow budget is a forecast of future cash inflows and outflows of a business or any organization. In predict or estimates the future transactions and business activities of a businesses, and the related possible cash transactions of the upcoming periods. A cash flow budgeting works as a guide to the budget managers by telling them where to allocate what amount of fund, and how to maximize the efficiency of operations (Weger, 2017).
In the given cash flow forecasting of the Grand Hotel, a few points can be noticed. They are-
· The total estimated receipt has been fairly constant over the 12 months, and it fluctuates by insignificant amount, indicating a stable cash inflow in the upcoming periods. 
· The total monthly payments also have been fairly constant over the months. No significant changes can be seen. Also there is no significantly large payment by the firm. 
· There are some yearly payments like the insurance payments and asset purchase that is causing the change in the cash outflow from month to month.
· As selling alcohol and interest receipt are not parts of core operational activities of the business, they have been considered as not included in the given monthly revenue forecast, and have been added separately. 
· Also it can be seen that the net cash flow of the month has been increasing gradually, indicating a cumulative excess cash at the hand of the business. High excess cash flow does not add enough value to the business, rather it incurs high opportunity cost. So the Grand Hotel should invest the excess cash flow o short term capital market securities to earn extra return on the idle cash flow. 





2. [bookmark: _Toc116606761]Report to the accounting directors
a. [bookmark: _Toc116606762]Importance of budgeting
Budgeting is a financial technique that ensures that the total expenses of a business are equal to the total receipt or earnings of that business. Budgeting prevents the possibility of a deficit or shortage of funds. Budgeting is also a core tool for achieving the accounting and financial goals of a business and the successful completion of all the steps necessary for that (Banks and Giliberti, 2014). Without a budget, a proper plan for business activities is not possible. Budgeting ensures that all business activities are done in the most efficient way possible. The importance of budgeting has been described below-
Helps to monitor and achieve the target: Budgeting helps the accounting directors to monitor the business activities, which helps them to make calculated and informed decisions in the future. The budget makes room for controlling business activities. Because the actual results from such activities are compared to the budget to measure their effectiveness and efficiency of them. Budgeting creates a sense of responsibility among the managers and the subordinates to stick to the plan and make the best use of resources to achieve targets. 
Restricts unnecessary spending: A budget is a plan of how to spend a limited amount of earnings and ensure efficiency in operations throughout the process. As resource is always limited, a budget helps the managers to keep a close eye on the spending plans and how to reduce spending, and ending any wastage of resources. Managers often have this tendency to overspend on projects that will not add enough value to the business. Also unnecessary acquisition of assets also can be an issue in business organizations. Budgeting helps in solving these problems by allocating the earnings in a way that will maximize the form value and ensure operational efficiency. 
Right allocation of resources: Budgeting works as a guide for spending earnings and resources to the necessary and most important segments of the operations. Also by following a budget, the managers can ensure that no important segment of the operating is lacking attention, and the necessary expenditure are being incurred to keep the business going (Fridson and Alvarez, 2011). 
Helps in savings and investment: Budgeting helps the business to make enough savings which can later be invested in projects with higher return. If there is no budget, the business will not be able to make a planned savings scheme and increase the value of the firm. But a planned savings can be made possible through a well-planned budget. 
b. [bookmark: _Toc116606763]Types of budgetary planning techniques
Budgetary planning is a process that helps in budget preparation and utilization of resources to ensure the smooth operation of a business. Budgetary planning is crucial for mitigating business and operational risk and ensuring maximum value addition to the firm. Without the proper application of budgetary planning, no business can thrive and prosper. Some of the budgetary planning techniques are described below-
Incremental budgeting: Incremental budgeting technique is a technique of allowing the business to continuously monitor, manage, and track the financial resources of the business. It allocates funds to important segments incrementally as revenue is earned. In this technique, the manager starts with the initial budget and then makes a gradual change, by adding or subtracting values, in the fund allocation. In short, incremental budget allows the fund manager to make necessary modification to the initial budge whenever needed (Fridson and Alvarez, 2011). 
Activity-based budgeting: This budgeting technique makes budget based on activities of the organization. Also the historical cost is ignored in this budgeting techniques. The current and future activities are thoroughly monitored and analysed to prepare such budget. This method analyses every cost incurred in the business to determine if can be reduced somehow by reducing or eliminating certain activities or steps. The cost drivers are identified and analysed to increase profitability of the business. After identifying the cost drivers of the business operations, the number of units needed for each cost driver is estimated to get a clear idea of the cost amount. Here past activities and future changes in needs are considered. After that, cot per unit of activity is determined. 
Value proposition budgeting: Here the budgeting is based on the calculation of how much value each category of expense will add to the business. Here the core focus is on the value drivers of the business. This analyses all the items on the expenditure list to determine how much value each item will add, and whether the business should spend money on those expenditures. If the spending add value, the business will gain, and if they don’t, the business will lose its value. Such budgeting technique is widely used by small start-ups and high value firms. This technique is also great to determine if the business should take in any project or spend more for increasing customer satisfaction and revenue of the business. Keeping track of spending get easier by using this method. But the problem is that value is not easy to quantify or identify (Luck, 2016).
Zero-based budgeting: In this budgeting technique, all the expenditures have to be justified whenever a new period starts. Here the budgeting process starts with what it called a zero base, and then all the functions of the organization is analysed to figure out its cost and importance (Robinson, 2020).
c. [bookmark: _Toc116606764]How budgeting control can ensure sustainability
Sustainability has been a long-cherished objective of any business organization.  Sustainability in business refers to the preservation of available resources and using them in the most efficient way to maximize value addition. If a business wants to ensure sustainability, it has to deliver the goods and services in a way that will be both sustainable and beneficial for the overall economy. Budgeting is also a must in ensuring the efficiency and effectiveness of the usage of resources and money (Robinson, 2020). 
There are some issues with the traditional budgeting system. The process here is reactive ad more focused on the increasing cost of environmental restrictions and sustainability, rather than the monetary and social benefit, advantages, and value generated by the process of sustainability. Also, the cost of harming the environment through non-sustainable and destructive activities is not recognized in a traditional budget. All these issues can be eradicated if the businesses use a budgeting approach that recognized them. A good budget can help create sustainability in a number of ways-
· Budget allocates limited resources to the most efficient usage that maximizes value for the firm. It also ensures that the available fund is invested in opportunities with the highest possible return. If the company making the budget focuses on mitigating the damage caused to the environment through its activities, it can reflect it in its budget, so that they can actively work to ensure sustainability. An example of creating sustainability is the Gant Hotel that focuses on the mitigation of the negative impact of their operations by their waste management process. The also ensure resource allocation in a way that can add more value to their waste management process (Subramanyam, 2014). They closely monitor their cash flow and check if they need any modification or if there is any profitable and sustainable project available. Hey also partner up with sustainable businesses like travel agencies, tour guides, raw material suppliers, to build a value chain of sustainability.  
· The sustainability of an organization can be supported by three types of documents- The core budget, the actual performance report, also known as the management account, and the pro forma cash flow, or the cash flow forecast. If a firm is financially stable, it will have all these documents maintained and preserved for effective budgeting. These documents also certify that the business has enough working capital and cash to run the business smoothly, and to determine if the operations are going on according to the budget plan. If the operations match the budget plan, they firm will have enough fuds to okay its bills and invest in sustainable projects (Weger, 2017). \













[bookmark: _Toc116606765]Conclusion
Budgeting is one of the most important and necessary part of any organizational activity It helps in planning the future activities, financial position and the proper controlling of the operations of a business. A cash flow statement is an important part of any budget and financial statements of an organization. It helps the management to understand the future prospect of the business and take preparation accordingly. 
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	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 
	587,973 
	651,797 
	709,236 
	4,374,268 

	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0 

	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
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0 

	Interest Received
	405 
	2,737 
	4,811 
	7,235 
	8,462 
	9,641 
	11,142 
	13,006 
	15,319 
	17,639 
	19,554 
	21,277 
	131,228 

	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 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	Total Receipts
	194,305 
	177,637 
	198,711 
	156,135 
	159,362 
	167,541 
	176,542 
	188,806 
	198,219 
	175,539 
	179,354 
	180,977 
	2,153,128 

	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
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	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
	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
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0 

	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 

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

	Overdraft Interest
	
	 
	
	
	 
	 
	 
	
	 
	
	
	
	0 

	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 
	120,865 
	111,715 
	121,915 
	117,715 
	1,394,130 

	Balance b / f
	
	91,240 
	160,362 
	241,158 
	282,078 
	321,375 
	371,401 
	433,528 
	510,619 
	587,973 
	651,797 
	709,236 
	772,498 

	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	91,240 
	160,362 
	241,158 
	282,078 
	321,375 
	371,401 
	433,528 
	510,619 
	587,973 
	651,797 
	709,236 
	772,498 
	5,133,266 

	Net cash flow in month
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	

	Balance c / f
	91,240 
	160,362 
	241,158 
	282,078 
	321,375 
	371,401 
	433,528 
	510,619 
	587,973 
	651,797 
	709,236 
	772,498 
	5,133,266 
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