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[bookmark: _Toc106428933]Introduction
This report is aimed to provide budgetary applications. First of all, there will be preparation of monthly cash budget for The Continental hotel. Then there will be discussions of traditional based budgeting and zero-based budgeting system. In addition, there will be discussions regarding the steps of the process for the implementation of zero-based budgeting system. Finally, sustainability aspects of the budgeting mechanism will be discussed.
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	Particulars
	Jan
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Year

	Income
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	           2,022 

	Revenue
	   85,000 
	     66,000 
	     85,000 
	     40,000 
	     42,000 
	     49,000 
	     56,500 
	     66,900 
	     74,000 
	     49,000 
	     50,900 
	     50,800 
	       715,100 

	Sale of Beverage
	     6,800 
	        6,800 
	        6,800 
	        6,800 
	        6,800 
	        6,800 
	        6,800 
	        6,800 
	        6,800 
	        6,800 
	        6,800 
	        6,800 
	         81,600 

	Income Totals
	   91,800 
	     72,800 
	     91,800 
	     46,800 
	     48,800 
	     55,800 
	     63,300 
	     73,700 
	     80,800 
	     55,800 
	     57,700 
	     57,600 
	       796,700 

	Expenses
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	                  -   

	Home
	
	
	
	
	
	
	
	
	
	
	
	
	                  -   

	Wage Bill
	     6,000 
	        6,000 
	        6,000 
	        6,000 
	        6,000 
	        6,000 
	        6,000 
	        6,000 
	        6,000 
	        6,000 
	        6,000 
	        6,000 
	         72,000 

	Utility Bill
	         700 
	           700 
	           700 
	           700 
	           700 
	           700 
	           700 
	           700 
	           700 
	           700 
	           700 
	           700 
	           8,400 

	Business Rates
	         300 
	           300 
	           300 
	           300 
	
	           300 
	           300 
	           300 
	
	           300 
	           300 
	           300 
	           3,000 

	Magazine Subscription
	
	           250 
	
	
	
	           250 
	
	
	
	           250 
	
	
	               750 

	Complementary Beverage
	
	
	
	           350 
	
	           350 
	
	           350 
	
	           350 
	
	           350 
	           1,750 

	Monthly Magazine Delivery
	
	           150 
	           150 
	           150 
	           150 
	           150 
	           150 
	           150 
	           150 
	           150 
	           150 
	           150 
	           1,650 

	Home Totals
	     7,000 
	        7,400 
	        7,150 
	        7,500 
	        6,850 
	        7,750 
	        7,150 
	        7,500 
	        6,850 
	        7,750 
	        7,150 
	        7,500 
	         87,550 

	Daily Living
	   
	   
	   
	   
	   
	   
	   
	   
	   
	    
	 
	   
	                  -   

	Wardrobe
	
	
	
	
	        1,750 
	        1,750 
	        1,750 
	        1,750 
	
	
	
	
	           7,000 

	Daily Living Totals
	 
	 
	 
	 
	        1,750 
	        1,750 
	        1,750 
	        1,750 
	 
	 
	 
	 
	           7,000 

	Transportation
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	                  -   

	Lease Vehicle
	         275 
	           275 
	           275 
	           275 
	           275 
	           275 
	           275 
	           275 
	           275 
	           275 
	           275 
	           275 
	           3,300 

	petrol cost
	         500 
	           500 
	           500 
	           500 
	           500 
	           500 
	           500 
	           500 
	           500 
	           500 
	           500 
	           500 
	           6,000 

	Third party insurance
	
	
	
	
	
	
	
	
	
	
	
	        4,000 
	           4,000 

	valete vehicles
	         140 
	           140 
	           140 
	           140 
	           140 
	           140 
	           140 
	           140 
	           140 
	           140 
	           140 
	           140 
	           1,680 

	Transportation Totals
	         915 
	           915 
	           915 
	           915 
	           915 
	           915 
	           915 
	           915 
	           915 
	           915 
	           915 
	        4,915 
	         14,980 

	[bookmark: RANGE!A26:N38]Entertainment
	   
	   
	   
	 
	   
	   
	   
	   
	   
	   
	   
	 
	                  -   

	Swimming Pool
	     1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	         18,000 

	Entertainment Totals
	     1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	        1,500 
	         18,000 

	Health
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	                  -   

	Insurance
	
	
	
	
	
	
	
	
	        2,500 
	
	
	
	           2,500 

	Health Totals
	 
	 
	 
	 
	 
	 
	 
	 
	        2,500 
	 
	 
	 
	           2,500 

	Recreation
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	   
	                  -   

	Sku Sports
	         250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           3,000 

	License fee
	
	
	
	        3,000 
	
	
	
	
	
	
	
	
	           3,000 

	Recreation Totals
	         250 
	           250 
	           250 
	        3,250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           250 
	           6,000 

	Personal
	 
	   
	   
	   
	   
	   
	 
	 
	   
	   
	   
	   
	                  -   

	Bar Cost
	
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	         33,000 

	Personal Totals
	 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	        3,000 
	         33,000 

	Financial Obligations
	
	
	
	
	
	
	
	
	
	
	
	
	                  -   

	Savings Account
	
	        2,644 
	        4,436 
	        6,806 
	        7,725 
	        8,761 
	        9,980 
	     11,442 
	     13,205 
	     15,179 
	     16,451 
	     17,797 
	       114,425 

	Interest paid
	
	
	
	
	
	
	
	
	
	
	
	
	                  -   

	Financial Obligations Totals
	
	
	
	
	
	
	
	
	
	
	
	
	                  -   

	TOTAL EXPENSES
	     9,665 
	     13,065 
	     12,815 
	     16,165 
	     14,265 
	     15,165 
	     14,565 
	     14,915 
	     15,015 
	     13,415 
	     12,815 
	     17,165 
	       169,030 

	OPENING BALANCES
	     6,000 
	     88,135 
	   147,870 
	   226,855 
	   257,490 
	   292,025 
	   332,660 
	   381,395 
	   440,180 
	   505,965 
	   548,350 
	   593,235 
	   3,820,160 

	Net Monthly income/expense
	   82,135 
	     59,735 
	     78,985 
	     30,635 
	     34,535 
	     40,635 
	     48,735 
	     58,785 
	     65,785 
	     42,385 
	     44,885 
	     40,435 
	       627,670 

	Closing balance
	   88,135 
	   147,870 
	   226,855 
	   257,490 
	   292,025 
	   332,660 
	   381,395 
	   440,180 
	   505,965 
	   548,350 
	   593,235 
	   633,670 
	   4,447,830 


Table 1: Monthly Cash Budget (Source- Author)
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[bookmark: _Toc106428936]Traditional based budgeting & Zero based budgeting
There are mainly two types of budgeting mechanisms for The Continental hotel. One is known as traditional budgeting system and the other one is known as zero based budgeting system (Horngren et al., 2021). A very much simple and straightforward method is traditional budgeting mechanism because it is being computed based on different types of historical data of the business operations of The Continental hotel. That is why it can be perfectly used for all sorts of business operational functions or departments of The Continental hotel. On the other hand, zero based budgeting mechanism is a very much complicated and complex method which is being computed based on different types of future or estimated data. That is why the zero-based budgeting mechanism can only be effectively used in profit center case (Bhimani, Horngren, Datar and Rajan, 2021).
Traditional budgeting is mainly calculated by keeping in mind of the previous year's budget for the basis of the new budget. That means it is solely dependent on the historical data, but the thing is that the past track reports might not be good forecast for future. but past data record is starting point. The preparation of traditional budgeting system is very much simple and quite straightforward. In making the traditional budgeting system the senior management team of the company focuses on the expenditures which have been gone more than budgeted in previous year (Akroyd and Burney, 2020). The approach of the traditional budgeting mechanism is on historical basis. That is why it is being preferred for all sorts of departments or functional business areas of The Continental hotel.
On the other hand, zero based budgeting system is mainly being calculated by keeping in mind that the starting point is 0 and that is why it will be fully focused on the future estimation of every aspect of the functional operation of The Continental hotel. That is why that process, or the systematic approach of the zero-based budgeting system is quite complex and not straightforward. In the preparation of this zero-based budgeting system, the senior management team of The Continental hotel considers each operational item as that new economic proposal or appraisal (Hansen and Mowen, 2019). That means it budgets by focusing on each separated area of The Continental hotel. That is why it cannot be applied to all departments and rather it will be forecast to be implemented on profit centers out of business organization.

[bookmark: _Toc106428937]Process & Implementation of Zero-based Budgeting System
It has already been stated that the zero-based budgeting system starts from the scratch meaning that it will be starting by taking the base as zero. The required steps for the implementation of this zero-based budgeting system in The Continental hotel are being described below as follows – 
[image: Steps in Zero Based Budgeting (ZBB)]
Figure 1: Process & Implementation of Zero-based Budgeting System (Source- (Seal, Rohde, Garrison and Noreen, 2020)
The first step for the preparation of the zero-based budgeting system is to identify the decision units of The Continental hotel. A decision unit might be one single activity or might be a cluster of different types of activities which will be meaningfully and also independently identified by the management team of The Continental hotel for the implementation of this zero-based budgeting principles (Nixon and Burns, 2020). By independently it means that the activity will be able to be performed in isolation and there will not be overlapping of other activities. That is why each decision unit must be separated from each other to have clear focus on individual decision units. There are different types of decision units for each cost center like the production department or marketing department or human resource management division or research and development department or finance department etc. They all might be one individual district unit for the implementation of this zero-based budgeting mechanism (Bhimani, 2020).
The second step is for making that decision packages. In this step mainly the decision unit’s that have been identified in the previous step will be categorized into different types of smaller decision packages so that the management can be able to give full focus on each separated decision unit. that decision packages must be aligned with the objectives and the goals of The Continental hotel so that the budgeting mechanism can be able to achieve the operational target of The Continental hotel. Each decision unit or package will define the functions or the activities, the operations of the proposal and that is why there will be assessment of economic and also intangible benefits and cost analysis for each proposal. In this way the decision packages will be made for the implementation of this zero-based budgeting mechanism (Horngren et al., 2021).
After defining the functions, activities, and the operations of the decision package proposals and the assessments, it is the duty of the senior management team to rank the decision packages accordingly in the third step of zero-based budgeting implementation process. The required logic for prioritizing the decision packages is that this will be helpful for the management team to allocate the organizational scarce resources effectively and efficiently. That is why the decision packages will be ranked based on the analysis of cost and benefit for each economic proposal. In addition, there will be different types of alternative options which are being also evaluated for the selection of better and also most cost-effective alternatives for the operational function of The Continental hotel (Bhimani, Horngren, Datar and Rajan, 2021). The senior management team of The Continental hotel reserves all sort of rights to make the approval or rejection for each decision package. In this way only those packages will be approved which will be helpful for the achievement of business operational target most effectively and most efficiently end the analysis will be based on a realistic and accurate forecasting.
In the fourth step after ranking the decision packages, it is duty of the management team to allocate the organizational resources based on the ranked decision packages (Akroyd and Burney, 2020). That means in this state there will be fund allocation. This will ensure the optimum allocation and also the optimum utilization of the business operational scarce resources towards the achievement of The Continental hotel goals and objectives.
In the last step there will be controlling at monitoring mechanism for the implementation of zero-based budgeting system (Hansen and Mowen, 2019). In this stage the operational performance is being measured to have the understand whether the allocation and the utilization of the scarce resources are being done effectively or not (Seal, Rohde, Garrison and Noreen, 2020).
[bookmark: _Toc106428938]Controlling Sustainability Through Budgeting
Budget can be very much effective for having sustainable development in The Continental hotel and in the society. Because budgeting system enables The Continental hotel to set different types of strategic direction. Strategic directions are being used for having a sustainable development of their business operational functions and there will be sustainable market competitors in the industry market. That is why budgeting focuses on the cost-effective nature and this cost-effective nature will lead The Continental hotel to have a very much sustainable position in the industry (Nixon and Burns, 2020). 
In this way the budgeting system can be able to have sustainable development in the business functional areas of The Continental hotel. In addition, there is one term which is known as green budgeting. In this case while The Continental hotel is doing the budgeting preparation, they will focus on the social activities as well (Bhimani, 2020). That means there will not be any kind of negative impacts on the environmental and climate issues and in this way, there will be sustainable nature of the climate in the society.
[bookmark: _Toc106428939]Conclusion
Budgetary mechanism is a very much important tool of the management accounting division of The Continental hotel. It is very much important for having future forecast and based on that there will be effective and efficient resources or fund allocations. This will help the company to measure the operational performance based on the budgeted benchmarks. That is why it will lead to health as very much sustainable business operation in the industry market.
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