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[bookmark: _Toc116047160]Introduction
The preparation of a cash budget is done in a business firm to measure and analyze the total receipts and expenses that will be earned by the company in the future time. In this report, two tasks will be answered. The first task will be the basis for the preparation of the cash budget accordingly. The second task will cover the analysis of the cash budget and along with that, implementation of the budgeting approach and four main types of budgeting approach will also be undertaken respectively. The importance of budgeting will also be covered in the same task respectively. 
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Cash Budget-
	 
	April
	May
	June
	July
	August
	Sept
	Oct
	Nov
	Dec
	Jan
	February
	March
	Total

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

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Income:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	  
	 
	 
	 
	 
	 
	 
	 
	 

	Cash sales
	1,85,000
	1,66,000
	1,85,000
	1,40,000
	1,42,000
	1,49,000
	1,56,500
	1,66,900
	1,74,000
	1,49,000
	1,50,900
	1,50,800
	19,15,100

	Interest Received
	405
	2,778
	4,748
	7,210
	8,372
	9,654
	11,260
	13,103
	15,419
	17,607
	19,457
	21,217
	1,31,230

	Receipts 
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	1,06,800

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Income
	1,94,305
	1,77,678
	1,98,648
	1,56,110
	1,59,272
	1,67,554
	1,76,660
	1,88,903
	1,98,319
	1,75,507
	1,79,257
	1,80,917
	21,53,130

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Expenses:
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	License
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	6,000
	6,000

	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

	Utility
	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

	Subscription of Magazines
	2,150
	 
	 
	2,150
	 
	 
	2,150
	 
	 
	2,150
	 
	 
	8,600

	Wages
	60,900
	60,900
	60,900
	60,900
	60,900
	60,900
	60,900
	60,900
	60,900
	60,900
	60,900
	60,900
	7,30,800

	Salaries
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	7,500
	 
	7,500

	Vehicles 
	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

	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

	Miscleanous Expenses
	30,300
	28,950
	30,300
	28,950
	30,300
	28,950
	30,300
	28,950
	34,600
	28,950
	30,300
	28,950
	3,59,800

	Insurance
	 
	 
	 
	 
	 
	5,500
	 
	 
	8,000
	 
	 
	 
	13,500

	Custom Made Wardrobe
	 
	3,500
	3,500
	3,500
	3,500
	 
	 
	 
	 
	 
	 
	 
	14,000

	Laundry Costs
	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

	Vehicles Valeted
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540
	6,480

	Facilities
	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

	Sky Sports Rooms
	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

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Expenses
	1,15,215
	1,12,015
	1,16,565
	1,17,365
	1,16,565
	1,14,015
	1,15,215
	1,11,715
	1,25,365
	1,13,865
	1,20,565
	1,17,715
	13,96,180

	Opening Balance
	13,500
	92,590
	1,58,253
	2,40,335
	2,79,080
	3,21,788
	3,75,326
	4,36,771
	5,13,959
	5,86,913
	6,48,555
	7,07,247
	43,74,319

	Net Monthly Income
	79,090
	65,663
	82,083
	38,745
	42,707
	53,539
	61,445
	77,188
	72,954
	61,642
	58,692
	63,202
	7,56,950

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	0

	Closing Balance
	92,590
	1,58,253
	2,40,335
	2,79,080
	3,21,788
	3,75,326
	4,36,771
	5,13,959
	5,86,913
	6,48,555
	7,07,247
	7,70,450
	51,31,268



Workings of Cash Budget-
	 
	 
	Apr
	May
	June
	July
	August
	September
	October
	November
	December
	January
	February
	March

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Revenue
	1,85,000
	1,66,000
	1,85,000
	1,40,000
	1,42,000
	1,49,000
	1,56,500
	1,66,900
	1,74,000
	1,49,000
	1,50,900
	1,50,800

	Add:
	Income from Alcoholic Beverages
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900
	8,900

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Total Revenue
	1,93,900
	1,74,900
	1,93,900
	1,48,900
	1,50,900
	1,57,900
	1,65,400
	1,75,800
	1,82,900
	1,57,900
	1,59,800
	1,59,700

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Add: 
	Interest Received
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	(Net cash Flow*3%)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net Cash Flow
	(Total Receipts-Total Payments)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Revenue
	1,85,000
	1,66,000
	1,85,000
	1,40,000
	1,42,000
	1,49,000
	1,56,500
	1,66,900
	1,74,000
	1,49,000
	1,50,900
	1,50,800

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Payments
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Vehicles (Finance Cost)
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750
	2,750

	Add: 
	Valeted Vehicles Cost
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	(135 per week= 35*4= monthly= 140)
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540
	540

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Total Vehicles Cost
	3,290
	3,290
	3,290
	3,290
	3,290
	3,290
	3,290
	3,290
	3,290
	3,290
	3,290
	3,290

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Wages+ Overtime Cost
	57500+3400
	57500+3400
	57500+3400
	57500+3400
	57500+3400
	57500+3400
	57500+3400
	57500+3400
	57500+3400
	57500+3400
	57500+3400
	57500+3400

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	Total Payments (Miscellaneous) 
	30,300
	28,950
	30,300
	28,950
	30,300
	28,950
	30,300
	28,950
	34,600
	28,950
	30,300
	28,950

	 
	Miscellaneous Expenses (Corporate booking+  Newspaper Costs+ Complimentary Room Beverages)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 





Analysis of budget
Based on the preparation of the cash budget, it can be derived the different adjustments that have been carried out under the scenario of the cash budget for the entire financial year of April 2022- March 2023 has shown the respective amount of receipts and payments (Bragg 2022). The closing cash balance in the bank was 770,450. The Grand Hotel Budget Planner has estimated their income is increasing till December, however, is being reduced from Jan to March. Considering the payments, it can be derived that the payments have an up-down graph as in some months; it is increasing whereas, in some months, it is accordingly decreasing. The total expenses for the period has been 1,396,180 while the revenues were 2,153,130. 

The cash budget is defined as the budget that helps in defining the total amount of receipts and the overall expenditures that will be borne by the business firm and the company in the upcoming time. The above table is describing the preparation of the cash budget respectively (Bragg 2022). The total income side of the company is depicting the revenue, add-on receipts that will be generated from the alcoholic beverages and the interest that will be received on the net cash flow after the deduction of all the payments from the receipts of the business firm. 

The receipts have covered the scenario effectively by including all the income. Concerning the payment side, it can be derived that different expenses have been covered such as license, bar, utility, and wages. The amount of wages further includes the overtime amount as well that will be paid to the employees (Ipek 2018). Moreover, it can also be depicted that the number of vehicles that have been covered has also covered its valeted vehicles as well to a greater extent. The workings of miscellaneous expenses have undertaken three different expenses such as newspaper costs, corporate booking costs and the value of complimentary room beverages have also been undertaken (Bragg 2022). These three expenses have been combined and based on the same, it can be derived that the costs are being valued and measured respectively. 

Therefore, from the entire calculation of the cash budget, it can be derived that the receipts of The Grand Hotel Budget Planner have been reduced whereas the expenses have an up-down graph respectively. In addition, it can also be derived that in the next financial year of April 2022 to March 2023, it can be observed that the company might face losses if the incomes continue to fall such as this (Ipek 2018). In addition, it can also be derived that the cash budget has presented all the expenses, however, the business firm needs to improve its overall costs. The costs of the business firm can be improved if an appropriate budgeting approach and technique are applied. Such a budgeting approach will enable and guide the business firm to incur only the needed and relevant costs in the business structure and accordingly improve their business operations and activities respectively.  

[bookmark: _Toc116047162]Task 2
Report
To: Directors
Title- Importance of budgeting and how it supports sustainability 
Significance of budgeting
The budget in industry describes the business plan of the income and expenditure related to a particular financial year or a certain period. It is an estimation of the expenditures and income of a business organisation regarding its financial operations for a specific period.
The budgeting activity in the business is very important to analyse the financial objectives and financial position in the future. The importance of budgeting is as follows:
· Helpful in the control of spending: This defines the spending limit of the business regarding its expenses and provides a general idea of how to spend money as per the business requirement and which expenses and unnecessary expenses need to be reduced to increase savings (Scott and Enu-Kwesi 2018). In addition, it keeps monitoring the spending habits of the firms and controls the regular spending of the company.
· Focused on financial goals: The budgeting process of the firm make its process and actions as per the business goals and business plans and always stick a clearly business plans and process. Budgeting provides a regular tracking process of business activities and determines the decision maker at which point they are taking inappropriate actions.
· Mitigate the debt circumstances: The budget process helps the business to improve its financial situation and this helps it to mitigate its debt pressure (Scott and Enu-Kwesi 2018). Budgeting helps the decision makers to take where the firm is not performing efficiently which helps the firm to rectify or resolved that problem and increase profitability which helps the firm to pay off the debt.
· Organized many business activities: The appropriate and efficient budget helps the firm to integrate all the business divisions such as manufacturing, cost division, management department, audit department etc. which help the managers of the company to take collective decision regarding the changes in business goals and activities.
Different types of budgeting methods
Budgeting can be divided into several types as per the business requirements, market size and other factors, but four common budgeting types follow:
Incremental budgeting: This budgeting method includes the previous year’s actual figure and removes the current financial adjustments. This is a very popular method of budgeting because it provides quick results in the budgeting process (Aliabadi, Mashayekhi and Gal, 2019). It provides the current changes in the budgeting result compared to the previous year’s results and provides the percentage increase and decrease.
Advantages of Incremental budgeting
· Easy method: This is very easiest budgeting method as it does not consider the complex calculations and hard techniques to deliver the budgeting results. In addition, it contains just a few market assumptions to deliver future estimations regarding business activities.
· Consistent and stability of funding: It provides stable and consistent figures for various expenses and earning results as it doesn’t consider complex techniques to provide the result. Moreover, it helps the firm or hotel industry to maintain stable funding as expenses are easily calculated for the future period.
Disadvantages of incremental budgeting
· Increase unnecessary spending: The various department in the firm utilize all the allocated funds in the current financial year because they expect that more funds would be given in the next financial year (Aliabadi, Mashayekhi and Gal, 2019). These habits increase overspending and extravagant activities in the organisation which result in the wastage of financial resources.
· Reduce innovative activities: Since the future estimations make on the previous business figures this decrease the innovations in the organisation as various department does not focus on future problems. 

Activity-based budgeting: This budgeting method is based on input-output budgeting activities as it provides the amount and resources required to complete the targets and meet the financial goals of the business organisation (Korkmaz and Afsar 2021). It considers all the business activities which require to fulfil the demand of the goals.
Advantages of activity-based budgeting
· Determine the exact necessary amount: This helps the business entity to get the exact amount or cost which are essential for the requirement of each division or each activity of the business division. It helps to provide the exact amount for each activity where the company gets profit.
· Include all divisions: The activity-based budgeting is based on the future results which include all the business activities that are essential to fulfil the requirement of the company (Korkmaz and Afsar 2021). It makes better management as includes all the divisions.
Disadvantages of activity-based budgeting
· Costly and time-consuming: The biggest drawback of activity-based budgeting is that it is costlier and time-consuming to perform the activities of the task. The firm needs to track all the business activities and technical details that are essential to perform the task.
· Complex understanding: The activity-based budgeting has a lot of understanding regarding the business process and difficult and complex tasks to perform the production cycles.

Value proposition budgeting: The activities of this budgeting method are purely based on the target-orienting activities or the activities are just based on business requirements (Antonopoulou and Begkos 2020). The main aim of this method is to avoid unnecessary expenditures which occur during the performing of business activities. 
Advantages of Value proposition budgeting
· Avoid wastage of money: The main pros of this method are that it regularly provides the inflow and outflow of money to the decision-makers. This ensures that the spending should denote the necessary activities and avoid extravagant money for the decided targets.
· Focus on necessary areas: This method particular focuses on the necessary areas related to the business goals and helps the organisation to fulfil its business high-value goals.
Disadvantages of Value proposition budgeting
· Difficult to determine the values: The value of each activity and each step is difficult to calculate as its uncertain to predict the exact activity necessity and its expenditure requirement.
· Outsider factors: The drawback of this method is that it doesn’t consider any outsider factors such as market structure and societal and cultural changes (Antonopoulou and Begkos 2020). These changes affect the business activities as per the period.

Zero-based budgeting: This budgeting method includes the processes and steps which allocate the funding based on the current requirement and necessity, not the previous results and the process which helps the business to work at the current requirements (Al-attara, Mashkourb and Hassanc 2020). The whole allocation of the resources is based on the current requirement of the budget.
Advantages of zero-based budgeting
· Helpful in cost management: The main benefit of this budgeting is that it improves the operational and production efficiency of the company and reduces unnecessary costs of the company and increases profits. 
· Understand the expenses requirements: This budgeting method helps the firm to take decisions as per the nature and future increase and decrease of the expenditure (Al-attara, Mashkourb and Hassanc 2020). This allocates accurate funds for each expenditure.
Disadvantages of zero-based budgeting
· Time-consuming: The main challenge of this method is that it takes a lot of time for managers and the decision maker to fulfil the requirement of each activity of the business goals and targets.
· Wastage of resources: When the manager and decision makers allot the funds as per the requirement of the goals then some business activities take more allocation of money than required. This increase the wastage of funds.

Role of budgeting in the establishment of sustainability
Budgeting plays a helpful role in the establishment of sustainability to fulfil financial goals. Budgeting fulfils the following requirements that follow:
· Determine the goals: The budgeting process make the company independent by defining the business goals for future circumstances and the future financial year. This includes all the financial and non-financial goals of the business organisation and helps to achieve them (Rebrowa et al. 2020). These defined goals help the grand hotel to use the resources in an effective way which helps to control the wastage of resources and establish an effective sustainable environment. 
· Define the responsibility: The budgeting process helps the manager and decision makers to define the responsibility of each division and department regarding the business targets or business goals. This obliged each department to establish a business plan and work according to that plan which helps the organisation to utilise all the resources effectively.
· Establish framework: Budgeting helps the firm to establish an accurate framework regarding each business activity such as the creation and control of budgetary activities, the financial obligation of top and lower management, utilisation of the primary and secondary business resources, defining the necessary indicators of each business activity or process and define the responsibility of managers and each head division (Rebrowa et al. 2020). This framework helps the grand hotel to effectively use the necessary resource and control the wastage of resources. 


[bookmark: _Toc116047163]Conclusion
The above report was based on the financial position of the Hotel grand which was determined through the cash flow statement and the budgeting techniques and methods. The report has described the critical analysis of the cash flow situation of the organisation which was predicted on monthly basis with starting month being April and the closing month being March. 
The prediction of the closing balance each month was continuously increased because of the high income of the grand hotel. The report described the importance of budgeting and budgeting methods such as activity-based budgeting, incremental budgeting, zero-based budgeting and value proposition budgeting and highlighted the role of budgeting in sustainability.
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