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[bookmark: _Toc117117346]Executive Summary

The following report talked about the importance of budgeting and how it could be used by businesses. The following report included the working of the restaurant business to understand how the planning of the budget works. The report includes details about the various types of budgets and their importance. It is important to understand whatbudgeting method to use. Thus, the assignment has helped in differentiating the methods and its uses.
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1. [bookmark: _Toc117117347]Introduction
Budget is useful for controlling the expenses of the business or individuals. It is important that every business plans a budget for future references. It could be used as the guide for the spending in the business activity. The following assignment has dealt with planning the budget for Grand Hotel on the basis of the given information. Task 2 of the assignment deals with various types of budgeting methods and their importance. The assignment will be useful in understanding how budget planning works and how a budget is prepared with the help of given information.


2. [bookmark: _Toc117117348]500-words analysis of Grand hotel budget planner
[bookmark: _GoBack]Grand Hotel has the estimated cash flow statement month-wise in the appendix. The hotel receives £250 per night from the guests. The account of bank has been credited with £13500, this would be the payment on the business account. 3% interest rate is received on the money in the bank. If there are any overdrafts 6.5% rate is charged. Employees of the hotel are given £57,500 amount of wages every month. Also, the overtime of the employees costs the hotel around £3400 per month. Thus, in the budget planner, this will be the payment in all the months. Utility bills are also the ones which cost the business around £2000. In the month of December, the hotel is required to pay £32100 for corporate bookings and festivals. As this is the month when there are festivals and people travel and plan things. Also, the hotel requires payments to make for magazines, beverages, and newspapers as well. Building insurance is paid and valet parking is also made available to the customers, this costs the hotel as well.In the month of April, the balance that carryforward was £99185. The total payments in the month of April were the lowest as compared to the rest of the months. In May 2022, payments increased to £115215. This remained the same for the month of June. Total receipts in the month of May were £177876 and that in the month of June was £195780. In the month of July, the payment for beverages was due and 3rd installment of the wardrobe was 3500 pounds. In the month of December, the annual payment for Car insurance was budgeted to be £8000. Also, after that, the premier league license cost£6000 of which payment will be done in the month of March 2023. Also in the month of August, the last installment of the Wardrobe was paid to be £3500.The Grand hotel has a good balance in the month of November. It is £117,166. The total receipts in the same month would be £177346. The payments in the month are fewer and the receipts are high. Thus, leading to more balance at the end of the month. The hotel is concerned about the guest experience and thus is focused on the training of the employees for a better experience. 5 staff members were trained for the corporate guest training.Grand Hotel is able to plan the budget in a proper way. The wages of the workers are the highest payment which is binding on the hotel. The hotel is able to take care of the facilities provided to the customers. The budget planner was able to identify the interest rates as well as the charges applied to the consumers. The hotel is able to cover its payment with respect to the receipts for every month.
3. [bookmark: _Toc117117349]Task 2

3.1 [bookmark: _Toc117117350]Importance of budgeting
Budgets are an important part of the business when it comes to resource allocation. Financial maps or operational guides could be used as alternative words for Budget. The process of the budget is very complex sometimes and employees might be not happy with this. Preparing a budget is thus important to have a clear picture of the expenses and the returns that are earned. Budgets help in targeting the sales of the company, planning the number of employees, inventories planning, investment decisions, capital expenditures, and other such financial things (Tien, 2019). Budgeting helps managers withforward-looking plans. The spending plans by the managers are decided with the help of the budget. The budget helps in preventing business chaos. With the help of budget there develops the sense for expected sales, finances, and costs to the company in the other resources. Budgeting helps in the setting of internal and external goods. It helps in giving correct priority to the events of the company and clears various investment and financing opportunities available for the business.A proper plan is set for the business with the help of the budget. The planning for the future one year is done. It thus helps in analyzing the actual budget and estimated budget after the completion of the event. This helps in understanding what activities required more expenses or less compared with the estimated budget. The budget also helps in the future decision-making of the audience of the financial statements as well (Gardi et al., 2021). It helps in understanding what all resources are available and how will they be utilized in the manufacturing process.
3.2 [bookmark: _Toc117117351]Understanding of incremental budgeting
Incremental budgeting is nothing but making few changes to the current budget. Thus, with this best new budget could be developed (Beredugo et al., 2019). Incremental budgeting uses current budget as the base for the comparison with the new budget. To the current budget the values are subtracted or added to wherever required. Compared to all other budgeting methods, incremental budgeting is used considering it the most conservative approach. There are pros and cons of incremental budgeting. The pros could be identified as its simplicity, as it uses the current values for the estimation of future values, avoiding complex calculations. Incremental budgeting is dependent upon the current values thus there is a certain stability in the values for future estimates. The investments of the business are also stable with the use of incremental budgeting. Incremental budgeting allocates resources in equal proportions to the departments in the business, thus avoiding the internal rivalry for gaining more of the budget. The cons of incremental budgeting could be identified as provoking more spending where it is not necessary, innovation is discouraged due to the dependency on the current budget (Kyle, 2020).There are certain unexpected changes to the company in the future, incremental budgeting is dependent on the assumption that there is stability in the operations of the company. Thus, such circumstances could not be managed by incremental budgeting.

3.3 [bookmark: _Toc117117352]Activity based

Activity-based budgeting uses the activities of the company in forecasting the budgets of the company (Amin and Nengzih, 2021). It does not use historical data for analysis purpose. A traditional budgeting method manages the costs as per the inflation and the historical data of the company, ABB looks from a detailed perspective at the costs incurred by the businesses. Activity-based budgeting helps in analyzing the cost drivers of the company and earning more profits. Activity-based budgeting is more focused on labor hours, wages, and the raw materials used by the company in the production process. It more accurate way of making use of budgeting. This helps in the allocation of resources more efficiently. Activity-based budgeting could be used when a business is still in its initial stage as it will not have historical data to compare with. Also, it is advised to use Activity-based budgeting if the company is able to identify the correct cost drivers and is willing to use the strategy for profitability.There are pros and cons to this as well. ABB is helpful when it comes to understanding the costs assigned to the activities for the events. For analysis purposes, these costs are divided further to understand what loopholes are there when it comes to earning profits for the company. ABB is focused on the costs of the output which leads to influencing costs further. Thus, it helps in the decision-making of the managers of the company. On the other hand, it uses more time and costs as well in comparison with other methods. It is required that each and every detail be available for technical analysis, which is difficult sometimes to maintain each and every activity in large companies. Also, activity-based budgeting will require training for the staff in the implementation of this method and also for the use of the software that will be required.
3.4 [bookmark: _Toc117117353]Value proposition based
The value proposition is also known as priority-based budgeting. It deals with the expenditure of the company. The value proposition is focused on each and every item on the expenditure list of the company (Mitchell et al., 2022). The goal of budgeting is to tell where the business needs to spend money by looking at the expense value of the items. It includes the revenues and expenses of the company depending on the historical data.It is the process that develops byprioritizingthe expenses of the company. The value proposition budget needs to follow 3 steps. It is important that you follow the goal, and vision of the company. It is also necessary to understand the events, goods, and services that require capital expenditure of the company. Resource allocation to the events that generate the highest value is required.
3.5 [bookmark: _Toc117117354]Zero based budgeting
Zero-based budgeting is the process where the expenses are calculated from Zero. That is the budget calculated for the new year is initiated keeping it at Zero (Coyte et al., 2020). This helps the company in understanding the extra costs to the business or then the business planning tool. It helps in controlling expenses and focuses on high-profit earnings. The budget is based on the previous year's budget and expenses. In this type of budgeting, there are no balances that are required to be carry forwarded or no expenses which are required to be paid for before. It is the budgeting that helps in the preparation of the budget for what is required by the coming in the upcoming tasks. Like other methods as well there are pros and cons of Zero-based budgeting.It is the budgeting that is used for following the company strategy. Thus, it helps in associating the output of the company with the overall business of the plan. It helps in the collaboration process in the company. Zero-based budgeting has proved to increase the performance of the company and operations more efficiently for the distribution of resources. This budgeting helps in the cost reduction of the businesses. Also, at the same time, there are certain cons that which company needs to face. Zero-based budget requires qualified staff. This might be time-consuming when it comes to training. This at the same time may be costly for the setting up of software. This also requires research again consuming the time for the data analysis.
[bookmark: _Toc117117355]3.6 How budgeting control can support sustainability
Budgeting helps the government in achieving the goals and objectives of the business. There are various decisions required to be taken by the businesses (Al Muhairi and Nobanee, 2019). It is required to take care of its citizens, and the distribution of resources to the people. Setting budgeting control by the government helps the government or the organizations in achieving the goals and objectives for the future. Controlling the budget for sustainability support helps in paying the current taxes of the government, pensions for the citizens, and GDP ratios are required to be maintained. Sustainable budgeting helps the government or the company in providing correct choices and decisions for the finances of the company.


4. [bookmark: _Toc117117356]Conclusion
The above assignment has studied the budget planning so far. The assignment has dealt with planning the budget for Grand Hotel based on the given information. This helped in understanding a clear picture about how the budget is planned. It could be concluded that budgets are important in planning future expenditures in order to control them. The above assignment dealt with the importance of budgeting and various types of budgeting methods were discussed. 
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[bookmark: _Toc117117358]4.Appendix Budget Calculations
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	Receipts :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payment on business accounts
	13,500 
	
	
	
	
	
	
	
	
	
	
	
	13,500 

	Cash sales
	 
	 
	185,000 
	166,000 
	185,000 
	140,000 
	142,000 
	149,000 
	156,500 
	166,900 
	174,000 
	149,000 
	150,900 
	150,800 
	1,915,100 

	Interest Received
	 
	 
	
	2,976 
	1,880 
	2,417 
	978 
	1,100 
	1,350 
	1,546 
	1,969 
	1,826 
	1,335 
	1,258 
	18,633 

	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 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	Total Receipts
	 
	 
	207,400 
	177,876 
	195,780 
	151,317 
	151,878 
	159,000 
	166,750 
	177,346 
	184,869 
	159,726 
	161,135 
	160,958 
	2,054,033 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payments :
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

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

	Freehold
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	Fixtures and fittings
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	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
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	Car Insurance
	 
	 
	
	
	
	
	
	
	
	
	8,000 
	
	
	
	8,000 

	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
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	Payments to suppliers
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	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
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	Mini Bar
	 
	 
	
	7,000 
	7,000 
	7,000 
	7,000 
	7,000 
	7,000 
	7,000 
	7,000 
	7,000 
	7,000 
	7,000 
	77,000 

	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 

	Utility Bills
	 
	 
	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 

	Van
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	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 
	3,200 
	35,200 

	Valeting 
	 
	 
	540 
	540 
	540 
	540 
	540 
	540 
	540 
	540 
	540 
	540 
	540 
	540 
	6,480 

	Marketing
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	Overdraft Interest
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	0 

	Beverage
	 
	 
	1,350 
	
	
	1,350 
	
	
	1,350 
	
	
	1,350 
	
	
	5,400 

	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
	 
	 
	108,215 
	115,215 
	115,215 
	118,715 
	115,215 
	114,015 
	115,215 
	111,715 
	124,015 
	115,215 
	119,215 
	117,715 
	1,389,680 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance b / f
	 
	 
	99,185 
	62,661 
	80,565 
	32,602 
	36,663 
	44,985 
	51,535 
	65,631 
	60,854 
	44,511 
	41,920 
	43,243 
	664,353 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net cashflow in month
	 
	 
	
	99,185 
	62,661 
	80,565 
	32,602 
	36,663 
	44,985 
	51,535 
	65,631 
	60,854 
	44,511 
	41,920 
	621,111 

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	 
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance c / f
	 
	 
	99,185 
	161,846 
	143,225 
	113,167 
	69,265 
	81,648 
	96,519 
	117,166 
	126,485 
	105,365 
	86,431 
	85,163 
	1,285,464 
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