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[bookmark: _Toc47969908]Introduction: 
Businesses consider two techniques to get a concrete idea of the amount of revenue that can be earned in a certain period. The methods are cash budget and profit budget forecast help in calculating the actual amount of income that will be achieved in future. The role played by cash budget is helping a company to avoid a shortage of cash in the period of having multiple numbers of expenses (Zietlow, et al., 2018). Whereas, profit budget forecast is used by business to increase their success rate with the help of holding selves accountable for achieving the outlined targets of income and expenditure (West & Ries, 2018). In this assignment, a cash budget and a profit budget forecast will be constructed for Westhorpe Leisure Investments Limited for the period January 2020 to June 2020.
[bookmark: _Toc47969909]Task 1: 
[bookmark: _Toc47969910]Cash budget: 
Cash budget refers to a valuation of cash flows of a company over a particular period of time. Having a cash budget allows the organisation to assess if it has a significant amount of cash to operate. An entity creates a cash budget by considering both sales and production forecasts (Krylov, 2018). In addition to the two predictions, companies also take into account assumptions of account receivable and spending. By doing so, the cash budget shows that the company is compatible to continue its operations or not (Langenwalter, 2020). Management uses financial forecast, cash budget after any expenditure within an accounting period. So, if a company want to estimate the determined cash amount in a specific time period, determining sales forecast using a cash budget is the right way to do it. Hence, the management can solve the issues of payment easily by predicting the scarcity of cash.
[bookmark: _Toc47969911]Significance of cash budget: 
The significance of preparing a cash budget refers to the fact that a company can defeat any potential financial risk before its occurrence. Entities make a cash budget so that they have measure how much credit can be extendable in a given time by considering the liquidity issues (Turner, 2017). Cash budget helps a company to manage liquidity issues in business by offering an effective plan. The plan is done by breaking down the amount paid or received by the company in every month of a financial year. It shows the current balance of cash in each month so the management can take actions based on the surplus and deficit.  
Preparing cash budget will be helpful Westhorpe Leisure Investments Limited as the entity is making for reforming the financial forecast on Cardiff Central Hotel based on proper budgetary forecasts. So the management can perfectly estimate the plan but the investment decision of the company considering the surplus and deficient balance of last year. Besides that, the company will be able to assess the future requirement of funds. Increasing the services of the company may help in increasing the profitable business sources. Hence, the company will be able to regulate its expenses that increase its efficiency to avoid financial risks. Cash budget offers the standard evaluation of the financial structure of a company. Therefore, the company can take measured steps towards the expansion of business by preparing cash budget.   
[bookmark: _Toc47969912]Cash budget for Westhorpe Leisure Investments Limited (January 2020-June 2020): 
The cash budget of Westhorpe Leisure Investments Limited has been structured as an opening cash balance at first. It is extended by calculating cash inflow and cash outflow within the company. The calculation of cash inflow and cash outflow is done by addressing the surplus or deficient in the balance. 
The cash budget for the company as follows: 
[image: ]
Figure 1: Cash budget for Westhorpe Leisure Investments Limited (January 2020-June 2020) Source: Author
The opening balance of the company is £265,000 as per the above calculation of the cash budget. Room, food, beverages, commission and rent during the specific period have contributed to the sales turnover. The business considered increasing the margin of revenue from its room sales, £178,000 in the month of June. As compared to revenue margin of other aspects of sales turnover, revenue from the room sales is the highest. Overall, total sales turnover of the company in June is £125,490. 
In addition to that, it is to mention there are 50 bedrooms that the hotel offers to its customers along with retail space. Considering the market condition and demand, the price of each bedroom ranges from £95 to £145 per night. Within six months, the hotel is expected to make an earning of consecutive revenue. As per the calculated cash budget, the hotel has the potential to earn £1750 in January, and the earning will be increased to ₤2,450 as per the month of June of 2020. Expect of bedrooms, and the business earns from beauty salon and gymnasium. As per the calculation, the hotel earned ₤450 by offering services of the beauty salon. In addition to that, gymnasium services helped the company to £500 each month by making the consideration of two months credit. Rent from the mentioned businesses is the source of increasing the margin of total cash inflow within the hotel.  Therefore, the cash budget shares light on positive business growth, precisely the increasing cash flow within the business from January to June of the year 2020. 
Coming to outflow part of the prepared cash budget for the business, it can be seen that there is a trade allowance of £28000 with the purchase of a new van. It is to mention that the company has made an expenditure conducting depreciation of the new van over the depreciation of minibus. There is a reason why the amount of depreciation is not included in the cash budget, which is not being considered as a cash departure. A margin of depreciation amounts to £4,000 per annum for a minibus is observed by the business whereas it is 20% per annum in case of a new van. The cost amount regarding the laundry services, ₤6,250 per month has been paid by the hotel in the overall accounting period of six years. In this cash budget, the cost of the laundry services is considered as the fixed cost of the hotel business. To redefine the menu and redesign the annual calendar, there is a cost of £2,000 per month because of the stationary and printing charges. Henceforth, the increase of £2,900 per month as per the cost in May and November. 
The cash outflow of February is influenced by the expense of £46,000 for the complementary room toiletries. In addition to that, there is an expense of £44,000 due to making payment for furnishing the bar. The business paid the amount due because of these expenses in three instalments, 20% in March, 50% in June and 30% in August. There is also a purchase of branded bedding bundles 25 in number. Each package cost £28, so the total amount is £700, that is paid by the company in July. The hotel pays £220,000 every year for providing salaries to six workers. £18,333 in a month is also funded by the business for the services taken under the kitchen porter and housekeeping workers. Two expenses are amounting to £9,000 and £14,000 for shampoos, conditioner and shower gels by the hotel in February and April. The company also paid £60,000 at the end of June for marketing purposes. 
The calculation is done by considering two more expenses made by the business such as £1000 per month for motor vehicle cost and £5000 per month for annual general maintenance. Following the cash budget, the hotel has made an acquaintance with an increased margin of surplus in May accounts to £139,818. In the next month, a decline in the surplus, £58,723 is witnessed. The reason for the reducing margin of the surplus is having a huge marketing cost of £60,000. Although the prevalence of lower surplus, the hotel managed to gain higher margin of cash balance around £866,114 in June. 
[bookmark: _Toc47969913]Task 2: 
[bookmark: _Toc47969914]Profit budget forecast: 
In finance, profit budget is a financial forecast planned out by the management of a company to identify the original net income of a firm in future (Alexander, 2018). Profit budget is maintained by considering reliable estimation over the projected revenue as well as a profit of the business in future. However, shareholders of the firm generally take help of profit budget to determine the efficiency of the financial structure to achieving goals on profit. 
[bookmark: _Toc47969915]The implication of Profit budget forecast: 
The significance of profit budget lies under accomplishing the outlined business goals. It is to mention that profit budget is one of the main parts of financial forecasting that supports the measurement of the original cash position of a company. By making a profit budget, a company get a hold of how the business must operate towards achieving success (Hickman & Silva, 2018). It is mainly because an organisation can calculate their cash amount and analyse if that is enough to meet business demands and future goals. Westhorpe Leisure Investments Limited can get the opportunity to have an assessment of its future profits and expenses based on the profit budget forecast. The forecast also shows the net profit amount per month for the business based on the estimated future operations and services. 
[bookmark: _Toc47969916]Profit budget forecast for Westhorpe Leisure Investments Limited (January 2020-June 2020): 
The profit budget forecast is constructed based on the data of the above cash budget.
The profit budget forecast of Westhorpe Leisure Investments Limited is as follows:
[image: ]
Figure 2: Profit budget forecast for Westhorpe Leisure Investments Limited (January 2020-June 2020) Source: Author
The above profit budget forecast is made considering major sources of revenue of the company such as food, rent, commission and room and the net profit for each month predicted from the revenues. The business has been able to earn a higher margin of revenue from the rent or hotel's four-star rooms. It can be seen in the revenue section of the profit budget forecast. There is also an increase in total gross profit margin in every consecutive month in 2020. In June, the company witnessed a higher gross profit margin of £218,890. They were followed by the cost of depreciation based on new van and minibus. For minibus, the depreciation amount is £333 per month, and the depreciation amount is £560 for a new van in March. The business makes a payment of £46,000 for toiletries purposes in February. The company also makes the payment of £6,250 per month for laundry services along with expenses associated with maid services for improving the hotel services. Lastly, an expense of £2,000 per month has been made by the company for printing and stationery cost. 
Following the results of the profit budget forecast made above, the hotel is likely to have a higher operating expense in June 2020. The company made an expense of £60,000 as a marketing cost that is for promoting the services. In March and June, Westhorpe paid £27,000 per month, which is lighting and heating charges. The payments for shampoo and shower gel are made that amounts for £9,600 and £14,400.  Following the profit budget forecast, there is a lower operating expense for the business in January that is for £44,583. Due to the adjustment made on the earnings and expenses of the hotel, there is a higher margin of net profit of around £138,925. The lowest margin of net profit of the hotel is seen in June amounts to £56,839. The expense of £60,000 for promoting services has made a decline in the net profit margin. 
[bookmark: _Toc47969917]Conclusion:  
After accomplishing the assignment, this is to conclude that budget forecasts play a vital role in ensuring the financial stability of a business. The cash budget is used for measuring the cash inflow and outflow within a company in a future period. By doing the cash budget, it is estimated that Westhorpe has an increased cash inflow margin of £218,890 in June to increases the margin of outflow of £161,167. The balance also showed a higher margin of cash outflow in June amount to £866,114. In addition to that, the profit budget forecast for the company has been taken into account for the actual forecast over revenue and expenses in the company. In May there is a higher margin of net profit of £138,925. Whereas, the net gain in June refers to the lower margin of £56,830 as a result of huge expense for marketing purposes.
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