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[bookmark: _Toc46182133]Introduction
Forecasting of financial structure with an application of budgeting process is used as a tool by an organisation for making plan based on future management. It is also termed as financial forecasting which is used for defining the distinction between the two different concepts such as revenue expected with revenue achieved in future. In this study, with the help of cash and profit budgeting process, both the cash and profit of Westrohphe has been analysed.
[bookmark: _Toc46182134]Cash Budget Forecast
Budget forecast is an accounting process applied for evaluating the cost or income that could be incurred by the firm in future. It is assumed that cost and income should be related with each other for definite purpose. Different elements and components are used for determining cash budget on the basis of master budget. Cash budget is purposefully prepared for assisting the business in controlling unwanted expenses and plan for future expenditure over time period. The budget preparation ensures management of excess investment. 
The benefit of cash budget is that it accepts the priorities of managing financial structure and co-ordinately directs the firm in motivating elimination of unwanted expenses by improving management efficiency.
On the other side, the disadvantage of the cash budget report is that it is impossible to provide accurate budget unless a trained staff is involved in managing budget (DeFranco, A.L. and Schmidgall, R.S., 2017). It further becomes difficult to allocate budget to each department in a firm as it looks for short-term benefits and could not be used for long-run.
The problem observed in budgeting is an issue of allocating budget accurately and does not consider external factors that could affect business. It could create poor communication and thus flexible budgeting could not be overcome. 
Forecasting of cash is a kind of prediction that is assumed to incur in future due to cash inflow and cash outflow (Eton et al. 2018). The firms ensure to use the past figures of financial statement for predicting future based cash budget along with opening balance to find out closing balance of a year or month. 
	Cash budget Forecast

	 
	January
	February
	March
	April
	May
	June

	Opening Balance
	 £  2,65,000.00 
	 
	 
	 
	 
	 

	Sales 
	 
	 
	 
	 
	 
	 

	Room sales
	 £  1,30,000.00 
	 £  1,25,000.00 
	 £  1,40,000.00 
	 £  1,45,000.00 
	 £  1,48,000.00 
	 £  1,78,000.00 

	Food and beverages
	 £      44,500.00 
	 £      40,100.00 
	 £      13,300.00 
	 £      42,600.00 
	 £      40,200.00 
	 £      36,500.00 

	Rent
	 £            950.00 
	 £            950.00 
	 £            950.00 
	 £            950.00 
	 £            950.00 
	 £            950.00 

	Commission
	 £              25.00 
	 £              55.00 
	 £              20.00 
	 £              15.00 
	 £              10.00 
	 £              40.00 

	Total Sales/revenue
	 £  1,75,475.00 
	 £  1,66,105.00 
	 £  1,54,270.00 
	 £  1,88,565.00 
	 £  1,89,160.00 
	 £  2,15,490.00 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	Expenses
	 
	 
	 
	 
	 
	 

	New van
	 £        8,333.33 
	 £      16,666.66 
	 £      17,499.99 
	 
	 
	 

	Sales of Room (50 rooms at $145 at 35%)
	 £        2,537.50 
	 £        2,537.50 
	 £        2,537.50 
	 £        2,537.50 
	 £        2,537.50 
	 £        2,537.50 

	Laundry expenses
	 £      12,500.00 
	 £      12,500.00 
	 £      12,500.00 
	 £      12,500.00 
	 £      12,500.00 
	 £      12,500.00 

	Printing and stationery
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,900.00 
	 £        2,000.00 

	Complimentary rooms
	 
	 £      46,000.00 
	 
	 
	 
	 

	Free beverages 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 

	Restaurant incremental improvement
	 
	 
	 £        8,800.00 
	 
	 
	 £      22,000.00 

	Bedding
	 
	 
	 £            700.00 
	 
	 
	 £            750.00 

	Kettle tray
	 £        1,500.00 
	 £        1,500.00 
	 £        1,500.00 
	 £        1,500.00 
	 £        1,500.00 
	 £        1,500.00 

	Salaried Staff
	 £      36,666.67 
	 £      36,666.67 
	 £      36,666.67 
	 £      36,666.67 
	 £      36,666.67 
	 £      36,666.67 

	kitchen staff
	 £      23,333.33 
	 £      23,333.33 
	 £      23,333.33 
	 £      23,333.33 
	 £      23,333.33 
	 £      23,333.33 

	Complimentary products
	 
	 £        9,600.00 
	 
	 £      14,400.00 
	 
	 

	Lighting and heating
	 £      27,500.00 
	 £      27,500.00 
	 £      27,500.00 
	 £      27,500.00 
	 £      27,500.00 
	 £      27,500.00 

	Business rate
	 
	 
	 
	 £      21,666.67 
	 £      21,666.67 
	 £      21,666.67 

	Marketing cost
	 
	 
	 
	 
	 
	 £      60,000.00 

	Motor Vehicle
	 £      12,000.00 
	 £      12,000.00 
	 £      12,000.00 
	 £      12,000.00 
	 £      12,000.00 
	 £      12,000.00 

	Annual Maintenance
	 £        5,000.00 
	 £        5,000.00 
	 £        5,000.00 
	 £        5,000.00 
	 £        5,000.00 
	 £        5,000.00 

	Inventory
	 
	 
	 
	 
	 
	 

	Opening Inventory
	 
	 
	 
	 
	 
	 £  1,05,500.00 

	Less: Closed Inventory
	 
	 
	 
	 
	 
	 £      50,000.00 

	Total inventory
	 
	 
	 
	 
	 
	 £      55,500.00 

	Total Expenses
	 £  1,33,370.83 
	 £  1,97,304.16 
	 £  1,52,037.49 
	 £  1,61,104.17 
	 £  1,47,604.17 
	 £  4,40,454.17 

	Closing Balance
	 £      42,104.17 
	-£     31,199.16 
	 £        2,232.51 
	 £      27,460.83 
	 £      41,555.83 
	-£ 2,24,964.17 

	Total cash budget
	 £  2,22,895.83 
	-£     31,199.16 
	 £        2,232.51 
	 £      27,460.83 
	 £      41,555.83 
	-£ 2,24,964.17 


Table 1: Cash Budget
(Source: Created by Researcher)
The cash budget prepared above is describing the income made by Westhrope evaluating the closing balance incurred at the end of financial month (Puspaningtyas et al. 2019). This Cash budget is used for making short-term decision by the business of Westhrope by evaluating its cash position.  Profit budget could be applicable in the business for long-term signifying that a firm could experience the issue of cash flow easily.
Cash flow forecast on the contrary could be used potentially for determining the cash shortage incurred by a business of Westhrope. Examining of cash flow could be adjusted possibly for determining the payment and business receipts for avoiding problems (Zietlow, 2020). 
Cash flow forecast could be easily identified by the accounting process such as deduction of Income with expenses and adding the opening balance for determining closing cash amount. 
[bookmark: _Toc46182135]Profit budget Forecast
The budgeting process for determining the profit of a business is different from the process of cash budget as in the case of forecasting cash, the amount of depreciation are not followed however, profit budget allows deduction of depreciation (Zamfir et al. 2019). The financial plan by the help of profit budget signifies future sales and profit that would be acquired by the business. The P&L budgeting process set profit information and allows in making business plan usually based on monthly income or expenditure. The budget of profit and loss are generally required by the suppliers or the investors either it is internal or external to acquire resources and keep the business updated internally. It acts as roadmap to the business by the help of cash and master budget based on previous year financial report (Bužinskienė, 2019). 
	Profit Budget Forecast

	 
	January
	February
	March
	April
	May
	June

	Sales 
	 
	 
	 
	 
	 
	 

	Room sales
	 £  1,30,000.00 
	 £  1,25,000.00 
	 £  1,40,000.00 
	 £  1,45,000.00 
	 £  1,48,000.00 
	 £  1,78,000.00 

	Food and beverages
	 £      44,500.00 
	 £      40,100.00 
	 £      13,300.00 
	 £      42,600.00 
	 £      40,200.00 
	 £      36,500.00 

	Rent
	 £            950.00 
	 £            950.00 
	 £            950.00 
	 £            950.00 
	 £            950.00 
	 £            950.00 

	Commission
	 £              25.00 
	 £              55.00 
	 £              20.00 
	 £              15.00 
	 £              10.00 
	 £              40.00 

	Total sales
	 £  1,75,475.00 
	 £  1,66,105.00 
	 £  1,54,270.00 
	 £  1,88,565.00 
	 £  1,89,160.00 
	 £  2,15,490.00 

	Opening Balance
	 £  2,65,000.00 
	 
	 
	 
	 
	 

	Closing balance
	 £      42,104.17 
	-£     31,199.16 
	 £        2,232.51 
	 £      27,460.83 
	 £      41,555.83 
	-£ 2,24,964.17 

	Gross profit
	 £  6,58,054.17 
	 £  3,01,010.84 
	 £  3,10,772.51 
	 £  4,04,590.83 
	 £  4,19,875.83 
	 £  2,06,015.83 

	 
	 
	 
	 
	 
	 
	 

	Expenses
	 
	 
	 
	 
	 
	 

	New van
	 £        8,333.33 
	 £      16,666.66 
	 £      17,499.99 
	 
	 
	 

	Accumulated depreciation on van
	 £        1,666.67 
	 £        3,333.33 
	 £        3,500.00 
	 
	 
	 

	Depreciation of minibus
	 £            666.67 
	 £            666.67 
	 £            666.67 
	 £            666.67 
	 £            666.67 
	 £            666.67 

	Sales of Room (50 rooms at $145 at 35%)
	 £        2,537.50 
	 £        2,537.50 
	 £        2,537.50 
	 £        2,537.50 
	 £        2,537.50 
	 £        2,537.50 

	Laundry expenses
	 £      12,500.00 
	 £      12,500.00 
	 £      12,500.00 
	 £      12,500.00 
	 £      12,500.00 
	 £      12,500.00 

	Printing and stationery
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,900.00 
	 £        2,000.00 

	Complimentary rooms
	 
	 £      46,000.00 
	 
	 
	 
	 

	Free beverages 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 
	 £        2,000.00 

	Restaurant incremental improvement
	 
	 
	 £        8,800.00 
	 
	 
	 £      22,000.00 

	Bedding
	 
	 
	 £            700.00 
	 
	 
	 £            750.00 

	Kettle tray
	 £        1,500.00 
	 £        1,500.00 
	 £        1,500.00 
	 £        1,500.00 
	 £        1,500.00 
	 £        1,500.00 

	Salaried Staff
	 £      36,666.67 
	 £      36,666.67 
	 £      36,666.67 
	 £      36,666.67 
	 £      36,666.67 
	 £      36,666.67 

	kitchen staff
	 £      23,333.33 
	 £      23,333.33 
	 £      23,333.33 
	 £      23,333.33 
	 £      23,333.33 
	 £      23,333.33 

	Complimentary products
	 
	 £        9,600.00 
	 
	 £      14,400.00 
	 
	 

	Lighting and heating
	 £      27,500.00 
	 £      27,500.00 
	 £      27,500.00 
	 £      27,500.00 
	 £      27,500.00 
	 £      27,500.00 

	Business rate
	 
	 
	 
	 £      21,666.67 
	 £      21,666.67 
	 £      21,666.67 

	Marketing cost
	 
	 
	 
	 
	 
	 £      60,000.00 

	Motor Vehicle
	 £      12,000.00 
	 £      12,000.00 
	 £      12,000.00 
	 £      12,000.00 
	 £      12,000.00 
	 £      12,000.00 

	Annual Maintenace
	 £        5,000.00 
	 £        5,000.00 
	 £        5,000.00 
	 £        5,000.00 
	 £        5,000.00 
	 £        5,000.00 

	Inventory
	 
	 
	 
	 
	 
	 

	Opening Inventory
	 
	 
	 
	 
	 
	 £  1,05,500.00 

	Less: Closed Inventory
	 
	 
	 
	 
	 
	 £      50,000.00 

	Total inventory
	 
	 
	 
	 
	 
	 £      55,500.00 

	Total Expenses
	 £  1,35,704.16 
	 £  2,01,304.16 
	 £  1,56,204.15 
	 £  1,61,770.83 
	 £  1,48,270.83 
	 £  4,41,120.83 

	Net profit
	 £  5,22,350.01 
	 £      99,706.68 
	 £  1,54,568.36 
	 £  2,42,820.00 
	 £  2,71,605.00 
	-£ 2,35,105.00 


Table 2: Profit Budget
(Source: Created by Researcher)
[bookmark: _Toc46182136]Conclusion
The study has concluded the importance of preparing budget by evaluating the concept of budgeting process including cash budget and profit budget. It was observed that preparation f cash budget and profit budget report by Westhrope has enabled the business in finding the future based cash would retained by the business and profit that would be earned by the Westhrope. It was concluded that business of Westhrope by the help of budget report could be able to forecast the profit of future and provide reliable information to the investors or suppliers intend to increase capital investment by the external investors and purchase more resources. 
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