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Part 1
There has always been a considerable variance in the revenues of the hotel. This may be dependent on the seasons, such as the new year. However, the December revenues have not been much higher for the hotel. The bar receipts have been stabilized at a similar amount throughout the year. There will be no change in the wages expense for the hotel which should not be the case. The hotel should hire more employees in the peak season so that excess demand can be handled. The overtime payments are also standardized throughout the year, whereas there should be much more variability in the amount showing the seasonality of the operations. The opening balance for April will be zero, whereas the closing balance of each month will be used as the opening balance of the next month. The hotel will show excess cash for almost all the months under consideration. However, there has been much variability in the cash balances of the hotel. The major suggestion for some of the expenses is to convert some of the monthly expenses to the ones that are paid once in two months. This will help in reducing the variability in the cash budget across the months. Additionally, some of the expenses should change as the months go along. A good example is the wage expense which should increase gradually over the months. The valet expense may also show an increase when there are more customers visiting the hotel. To manage the expenses more efficiently, it is recommended to charge these expenses on a per-head basis. This will mean that only actually incurred expenses will be recorded by the hotel. The expenses, like license fees, should be divided equally over all the months so that the bank balance of only one month does not suffer due to these payments. Similarly, the variable expenses related to the vehicles should also be recorded based on their usage by the customers. This will also help the management in noting the variability in the actual expenses incurred under different heads. However, there should be a maximum limit allocated to all the expense heads. If any incurred expense exceeds the maximum limit allocated to the expense, the management should assess the situation. The subscriptions for TV channels and newspapers should be switched to quarterly or even annual payments. 
Part 2
Budgeting and its importance
	Budgeting is the process of making and analyzing a financial document that mainly estimates the income and expenses for a specific period (Atrill & McLaney, 2015). The budgets can be used by a variety of stakeholders, such as managers, owners, and the general public. In the current scenario, the budget consists of expected income and expenses for a period of one year (Flynn & Koornhof, 2005). However, most of the expenses have been divided into monthly payments. The expenses have been subtracted from the projected income to get the shortage or surplus of cash with the business. The most important benefit of budgeting is that it ensures the availability of resources (Franklyn & Graybeal, 2019). The basic or primary function of budgeting is to assure that the organization has enough resources at hand to achieve its goals. When any organization plans the financials related to the future, it can be assessed which particular departments require more resources and which ones do not. In the current scenario, the hotel may require an additional workforce to cover the workload in the peak season. Another important function of the budget is to help in setting and reporting on internal goals. This is the reason for including the revenues in the budgeting document (Heisinger & Hoyle, 2018). The hotel will know how much revenue is required to achieve the organizational goals. There will be both short and long-term goals set up by the business and budgeting can help in achieving all kinds of goals. The goals associated with the revenues should be attainable for the business (Holtzman, 2013). Effective budgeting will help the employees reset all types of organizational goals. Revising the financial goals will mean that the hotel will also want to reallocate the resources. 
	An organization may be running a variety of projects at the same time with the given resources (Kieso et al., 2018). Some of these projects may not be very well managed, or external factors may have affected them more than others. An allocation of resources through budgeting will help the organization in prioritizing the different projects of items of expenditures. This aspect will help the hotel in prioritizing the aspects that are directly associated with the delivery of services. With appropriate budgets in place, the hotel or organization can look for financing opportunities (Kimmel et al., 2019). The investors will place a higher value on the organizations having a stable financial performance. Similarly, comparing the actual and budgeted values for the past periods, the hotel management will be in a better position to finance the operations.
Incremental budgeting
	An incremental budget is based on the income and expenses of the current period for the organization and a certain percentage is added to these figures to come up with the future budgeted amounts (Li, 2017). One common technique is to use the rate of inflation as the incremental rate. Some organizations will use a different rate of increment for different line items across the budget. This budgeting technique is the most widely used and adopted by modern businesses (Mohr, 2017). The biggest advantage of using this method is that it is easy and can be adopted by a person who is new to the budgeting process. Another advantage of this method is that it increases the costs by a measurable factor. The wages and overtime amounts should be increased by the increase in Consumer Price Index (Needles et al., 2011). The approach can also be easily adopted within larger businesses because they have established cost items, and there is very little variation in these expenses (Rajasekaran, 2011). Thus, the organization can safely use the incremental budgeting technique. The major issue with this budgeting method is that the changes in external factors may not be included in the static implementation applied to the figures (White, 2020). Additionally, a little change to the increment percentage will require extensive work from the finance department to adjust all the figures. 
Activity-based budgeting
	Activity-based budgeting is the system to record, research, and analyze the activities that will be considered costs for the company (Ryan, 2001). Every activity leading to costs for the company should create efficiencies for the organization. It is also crucial for organizations to keep the costs of production to a minimum (Wanto & Nengzih, 2022). When this aspect is accomplished effectively but not too excessively, companies can continue growing their profits over time. Additionally, activity-based budgeting may also help organizations to reduce the number of activity levels to generate sales (Shukla & Grewal, 2018). The main process of activity-based costing can be divided into three main steps. In the first step, the organization identifies the cost drivers that will be responsible to incur revenue or expense for the organization. The second step is to identify the number of units related to each activity (Walter et al., 2015). The number of units will be used as a baseline for the respective activities. The last step is to calculate the unit cost of each activity and multiply it by the activity level achieved (Meric & Gersil, 2018). 
	Activity-based budgeting (ABB) can be used as an alternative to the traditional budget. The traditional methods are much simpler and can adjust the previous budgets according to inflation or growth in revenues. ABB digs much deeper as compared to calculating the values based on past budgets. The method may not suit every kind of organization because the revenues of expenses of some organizations are more predictable than others (Keegan, 2022). This method can only be used by organizations experiencing considerable changes to their activity levels. Additionally, companies which have just started their operations will not be able to apply the ABB because they will not have any established cost bases. The manufacturing concerns undergoing considerable changes will be able to implement this type of budgeting.
Value proposition budgeting
	Value proposition budgeting can also be considered priority-based budgeting, because it involves the analysis and justification of the value of all the items shown on the expenditure list. This method is also considered an attempt to find the best places to spend business resources. The business will be focusing on the different value drivers and can eliminate unnecessary spending (Gupta, 2021). Although value creation may be considered a major objective while setting up business budgets, other methods do not give due importance to value. Spending more money on successful products and services will mean that the business can generate more income. The management should ask some basic questions about any line item available in the budget, such as 
· Why is the amount added to the budget?
· What is the purpose of spending the money?
· For which stakeholders will the item create value?
· Is the value of the item more than the cost associated to generate the value?
This approach to budgeting is equally effective for established companies and new startups who want to continue with the most highly valued services. Businesses can increase their overall revenues by focusing on higher-value services. The major purpose of applying this budgeting technique is to identify the services providing the highest value to the customers. It is easier to see where the money is allocated and where it should be allocated. The hotel will be able to spend money in the areas that bring more value to the business and reduce other expenses. Thus, a considerable amount will be saved and revenues will be boosted. The major issue with applying this method is to quantify the value sought by the customers from the products or services offered by the business.
Zero-based budgeting
Zero-based budgeting (ZBB) is a method in which all the expenses have to be justified at the start of a new year (Ibrahim, 2019). The term zero-base means that all the line items start from a zero-base and every organizational aspect has to be assessed for its costs and needs. The budget is developed based on the needs of the particular department, irrespective of whether the amount is higher or lower than the previous estimates (Kakar & Mutlu, 2022). The process of ZBB gives much importance to the details associated with the organizational processes and procedures. This type of budgeting also allows the top management to pursue the strategic goals of the organization and tie them to specific functional areas of the organization (Abbas & Chayed, 2020). ZBB does not base its figures on historical values, whereas traditional budgeting uses the historical value for completing the budgets for the current year. 
Sustainability refers to the use of renewable resources and minimizing the impact of organizational operations on the environment (Khan, 2016). Budgeting can help the organization in achieving sustainability within the organizational operations by allocating the resources wisely to the operations. Some parts of the operations will require more resources, whereas some other operations will require fewer resources (Srivastava & Srivastava, 2021). Proper budgeting will allow the management to use the available resources such that more care is practiced while allocating to the intensive operations (Pardillo, 2018). Within the above types discussed, incremental budgeting will be the most appropriate to pursue sustainability. The reason is that the management will be able to compare the current budget with the historical amounts. 


Bibliography
Abbas, H. & Chayed, S., 2020. Zero-Based Budget System and its Active Role in Choosing the Best Alternative to Rationalise Government Spending. International Journal of Innovation, Creativity and Change.
Atrill, P. & McLaney, E., 2015. Accounting: an introduction. s.l.:Pearson Australia.
Flynn, D. & Koornhof, C., 2005. Fundamental Accounting. s.l.:Juta Limited.
Franklyn, M. & Graybeal, P., 2019. Principles of Accounting Volume 1 - Financial Accounting. s.l.:12th Media Services.
Gupta, S., 2021. Business Communication. s.l.:SBPD Publication.
Heisinger, K. & Hoyle, J., 2018. Managerial Accounting. s.l.:Flatworld Knowledge.
Holtzman, M., 2013. Managerial Accounting for Dummies. s.l.:Wiley.
Ibrahim, M. M., 2019. Designing Zero-based Budgeting for Public Organizations, s.l.: SSRN.
Kakar, G. & Mutlu, U., 2022. Development of zero-based budgeting approach for multinational construction contractors. Engineering, Construction, and Architectural Management.
Keegan, S., 2022. Business communication. s.l.:Sage.
Khan, M., 2016. Corporate Sustainability: First Evidence on Materiality. American Accounting Association.
Kieso, Weygandt & Warfield, 2018. Intermediate Accounting: IFRS Edition. s.l.:John Wiley & Sons.
Kimmel, P., Weygandt, J. & Kieso, D., 2019. Accounting: Tools for Business Decision Making. 7 ed. s.l.:Wiley.
Li, W. s., 2017. Strategic Management Accounting. s.l.:Springer.
Meric, E. & Gersil, M., 2018. Usability of Time Driven Activity Based Costing Methods in the Budgeting Process of SMEs. Business and Economics Research Journal.
Mohr, Z., 2017. Cost Accounting in Government. s.l.:Routledge.
Needles, B. E., Powers, M. & Crosson, S. V., 2011. Principles of Accounting. s.l.:Cengage Learning.
Pardillo, J., 2018. Business Communication. s.l.:Sage.
Rajasekaran, 2011. Cost Accounting. s.l.:Pearson.
Ryan, B., 2001. Strategic Accounting for Management. s.l.:Thomson.
Shukla, M. & Grewal, M., 2018. Cost Accounting. s.l.:Chand and Company.
Srivastava, P. & Srivastava, S., 2021. Smart sustainability ranking system within local budgeting. Economics of Development.
Walter, Robert & Mary, 2015. Financial Accounting. s.l.:McGraw-Hill.
Wanto, D. & Nengzih, N., 2022. Analysis Implementation of Activity-Based Budget for Planning and Control of Direct Labor Costs on the Inpatient Department. Saudi Journal of Economics and Finance.
White, J., 2020. (Almost) Nothing New Under the Sun: Why the Work of Budgeting Remains Incremental. In: Budgeting, Policy, Politics. s.l.:Routledge.
 





image2.emf
appendix Tudor adrian.xlsx


appendix Tudor adrian.xlsx
Sheet1

		 



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

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





		Receipts :



		Payment on business accounts						149,000		150,900		150,800		185,000		166,000		185,000		140,000		142,000		149,000		156,500		166,900		174,000		1,915,100

		Cash sales						0		0		0		0		0		0		0		0		0		0		0		0		0

		Interest Received						1,961		1,589		1,394		405		2,542		2,172		2,554		1,232		1,236		1,563		1,721		2,184		20,553

		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						159,861		161,389		161,094		194,305		177,442		196,072		151,454		152,132		159,136		166,963		177,521		185,084		2,042,453







		Payments :

		Resturant 						27,800		27,800		27,800		27,800		27,800		27,800		27,800		27,800		27,800		27,800		27,800		32,100		337,900

		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						 		 		 		 		 		 		 		 		 		 		 		 

		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						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

		Payments to suppliers						0		0		0		0		0		0		0		0		0		0		0		0		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

		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

		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								  		 		 				 		 		 		 		 		 

		Overdraft Interest								 						 		 		 				 

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

		Magazines						2,150						2,150						2,150						2,150						8,600

		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						113,865		125,415		121,215		120,065		112,015		114,415		113,865		114,415		114,015		116,565		111,715		118,715		1,396,280







		Balance b / f						65,369		52,996		46,474		13,500		84,740		72,427		85,157		41,089		41,217		52,121		57,398		72,806		685,294





		Net cashflow in month						45,996		35,974		39,879		74,240		65,427		81,657		37,589		37,717		45,121		50,398		65,806		66,369		646,173





		Balance c / f						52,996		46,474		50,379		84,740		72,427		85,157		41,089		41,217		52,121		57,398		72,806		65,369		722,173
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		(1)

						 		 		Jan		Feb		Mar		April		May		June		July		August		September		October		November		December
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		(1month credit)
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		(no credit / 1%discount)
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		(2)    Wages 
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		Cash paid
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		(3)     Cash received from customers
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Jan February March April May June July August Sept Oct Nov Dec Total
£ £ £ £ £ £ £ £ £ £ £ £ £


Receipts :


Payment on business accounts 149,000 150,900 150,800 185,000 166,000 185,000 140,000 142,000 149,000 156,500 166,900 174,000 1,915,100
Cash sales 0 0 0 0 0 0 0 0 0 0 0 0 0
Interest Received 1,961 1,589 1,394 405 2,542 2,172 2,554 1,232 1,236 1,563 1,721 2,184 20,553
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 159,861 161,389 161,094 194,305 177,442 196,072 151,454 152,132 159,136 166,963 177,521 185,084 2,042,453


Payments :
Resturant 27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 27,800 32,100 337,900
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             
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 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
Payments to suppliers 0 0 0 0 0 0 0 0 0 0 0 0 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
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
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           
Overdraft Interest      
Beverage 2,700 2,700 2,700 2,700 2,700 2,700 16,200
Magazines 2,150 2,150 2,150 2,150 8,600
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 113,865 125,415 121,215 120,065 112,015 114,415 113,865 114,415 114,015 116,565 111,715 118,715 1,396,280


Balance b / f 65,369 52,996 46,474 13,500 84,740 72,427 85,157 41,089 41,217 52,121 57,398 72,806 685,294


Net cashflow in month 45,996 35,974 39,879 74,240 65,427 81,657 37,589 37,717 45,121 50,398 65,806 66,369 646,173


Balance c / f 52,996 46,474 50,379 84,740 72,427 85,157 41,089 41,217 52,121 57,398 72,806 65,369 722,173
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