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[bookmark: _Toc117695442]Introduction
Budgeting is among the most important aspect of a business because by that a firm can determine what the business will do in the future. The aim of this task is to assess the importance of budgeting, the difference types of budgeting and the process by which budgeting can ensure sustainability. Task 1 will analyse the cash flow forecast of Grant Hotel.      
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A cash flow forecast is an estimate of the amount of money that will flow into and out of a firm at any particular point in time (Yoo and Pae, 2011). A cash flow forecast has been created for Grant hotel using the information provided in the module. A cash flow forecast can be created for any period, but they are typically computed for an entire year. For Grant Hotel, the period started in April 2022 and ended in March 2023. In addition to including all anticipated revenues and expenses that are already known, it is prudent to include a percentage for expenses that are not yet known. For example, overtime expense for the organisation is unknown but it has been assumed that it will be 3400 pounds. A failure on the part of a management or owner of a small business to prepare a cash flow forecast constitutes a failure on the part of the company and its finances (Northington, 2011). They can have trouble paying their expenses, keeping up with their salary, or even buying the materials they need. Because of this, a manager needs to have a solid grasp of how cash flow can impact a company. If they are unable to understand this, the company may end up making a poor financial decision, which could have repercussions for the entire company. It is common for businesses to fail to prepare a cash flow forecast, and when this occurs, the owners don't realise they have a problem until it is too late. 
From the cash forecast, it can be seen that Grant hotel will have a profit in each of the next 12 months. The main sources of income for the organisation will be paid on the bank account and at the same time, cash sales and mini bar will be included in this as well. The total revenue of the organisation in April 2022 will be 194305 whereas the expenses will be 116565. That means the business will have a net cash flow of 77740. The major expenses will be employees’ wages, restaurants, overtime, rates etc. Among the 12 months, June 2022 seems to be the best for the business and July might be the problem. The main reason behind that was the number of receipts which the organisation has in that month. Although the expenses did not reduce the number of receipts has been reduced. Overall, the cash flow forecast of Grant hotel is showing that the organisation will have a positive year ahead regarding cash inflow and outflow (Bhatti and Phaup, 2015).        
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In a broad sense, budgeting refers to the process of formulating a strategy for allocating one's available financial resources (Green, 2022). A budget is a name given to this spending plan. You will be able to assess in advance, thanks to the creation of this spending plan, whether you will have the funds to carry out the activities that are required of you or that you would like to carry out. Creating a budget is as easy as bringing your income and expenses into balance with one another.
As a result of the fact that budgeting enables a business to devise a strategy for the allocation of the business resources, the practise guarantees that the business will always have sufficient funds for the acquisition of those items that are necessary to business as well as those that are of significance to the business (Kapoor et al., 2020). If Grant Hotel is already in debt, sticking to a spending plan or budget will make it easier for them to fight their way out of it, as well as prevent them from falling into debt in the first place (Green, 2022). A budget, in its most basic form, is an itemised statement of anticipated income and expenses for a specific period. It provides Grant Hotel with the information necessary to decide whether it should head home for a bowl of soup or grab a bite to eat at Grant Hotel. It is often constructed with the help of a spreadsheet, and it offers a concrete, orderly, and straightforward breakdown of the amount of money Grant Hotel is receiving and the amount of money Grant Hotel is losing. It is an excellent tool that may assist Grant Hotel in prioritising Grant Hotel spending and managing Grant Hotel money, regardless of the amount of money that Grant Hotel have available (Brealey, Myers and Marcus, 2019). The identification of needless spending, the ability to swiftly respond to changes in the financial situation, and the accomplishment of financial goals will all be facilitated by careful planning and monitoring of the Grant Hotel budget. When Grant Hotel truly sees the breakdown of Grant Hotel spending, Grant Hotel may be startled by what Grant Hotel finds; this step is vital to properly comprehend how things can build up to a significant amount (Penner, 2014). The establishment of a budget will result in a reduction in Grant Hotel’s levels of stress since, with a budget, there will be a tool for making decisions.
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A business can follow different types of budgets. Four of them will be analysed here: 
Incremental budget: The budget from the previous year is used as a starting point for the incremental budgeting method, and then any necessary adjustments are made for the year that follows (Munawar, Ward and Miao Jiang, 2019). Many companies that function in highly competitive marketplaces may have plans in place to reduce the cost budget for departments on an annual basis while simultaneously increasing the sales budgets for such departments. As a result, many employees face additional pressure to reach higher levels of productivity. Budgeting on an incremental basis does not make allowances for unexpected events (Association Of Accounting Technicians, 2013). If the amount from the previous year is used as the basis, then simply the change from the previous year, also known as the "increment," must be justified by each department for the upcoming year's budget.
Activity-based budget: The goal of activity-based budgeting is to determine the costs associated with every activity that occurs inside an organisation, as well as how those activities relate to one another (Liberto, 2019). Activity-based costing is the term for this type of budgeting. With activity-based budgeting, money is allocated to each activity based on how much it will cost to carry out that task successfully. It is more concerned with what is being done within the organisation and how those actions or activities operate together (Trevor, 2022). Goals that enable the organisation to advance are established using data on those activities and how they relate to one another.
Value proposition budget: The focus of “value proposition budgeting” is on value-based spending (Rachmat and SeTin, 2020). Every budget line item, including cost, is carefully examined to determine its significance to the business, its employees, its customers, and other stakeholders. To ensure value for the business, budgets must be visualised and rationalised, preventing costs that afterwards do not add value and utilising the budget in ways that provide powerful results (Morillon, 2021). On both large and small enterprises, value proposition budgeting can be used in contrast to other budgeting techniques, such as activity-based budgeting. A top-down budgeting method known as "activity-based budgeting" considers the number of inputs required to support the targets or outputs. To validate their expenditure plan, one may need large budgets within a corporation to do value proposal budgeting (Libby and Lindsay, 2013). The company may also implement value proposition budgeting throughout the entire organisation. But calculations can be challenging, and the value assigned to various business units or activities might change rapidly.
Zero-based budgeting: The method of budgeting a company's expenditures at level zero is known as zero-based budgeting, and it relates to the processes (Ibrahim, 2019). When you use a budgeting method known as zero-based budgeting, each year's expenses are budgeted according to the level of need and cost associated with those spending; these expenses are not predicted using any base year. Therefore, in zero-based budgeting, the anticipated cost of items is determined by considering both the cost of the items and the needs for those items (Ogden, 2019). The cost of each item is calculated using this method based on newly gathered information; historical data are not taken into account in any way throughout the estimation process.

Figure: Types of budget
Source: (Trevor, 2022)
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The following are some of the ways that effective budget control can contribute to the organization's sustainability:
The establishment of reasonable goals and objectives in connection to environmental preservation: The management will be able to create short-term and long-term objectives that are attainable by utilising the resources that are already present inside the business, and they will be able to do it in a realistic manner (Mckinney, 2017). This will be accomplished by analysing the differences between the planned and actual budgets and determining the primary areas that require enhancement to raise the value of the organisation in the market, which will ultimately result in a competitive advantage.
Another method through which strict financial management can promote sustainable practises is by encouraging a waste reduction: When waste is reduced, an organisation will have to develop and execute renewable strategies to ensure that the notion of waste reduction is upheld across all of the departments, which will result in a cost savings (Martens, 2014). These techniques will be devised and implemented by the organisation. The reduction in expenses will be useful to the organisation, and the incorporation of renewable resources will help the entity's value as well as its ability to continue operating in the future.
Establishing sustainability as a fundamental value: Assimilation, mobilisation, and transition are the three primary strategies for incorporating sustainability into a current firm, with the transition being the most effective strategy for achieving successful long-term integration (Lala, 2015). Controlling the organization's budget will put it in a position to include environmentally friendly practices in its growth and development initiatives, which, in turn, will contribute to the organization's ability to create long-term value.
By requiring responsibility and committing to ongoing advancement: One of the ways to boost sustainability is through accountability and ongoing improvement. This is typically done by comparing the actual to the budgets, finding areas that need to be improved, and holding accountable the departments responsible for those areas (Liberto, 2019). An organisation can boost its productivity and efficiency, which ultimately results in increased long-term value when accountability and continuous improvement are implemented.
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The cash flow forecast of Grant Hotel is showing a positive future for the organisation. The business will have a net cash inflow in the next 12 months. Budgeting is effective to ensure what Grant hotel will do in the future. Each type of budget is different from one another, but the purpose remains the same. Effective budgeting will be helpful to ensure the sustainability of the business. 
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