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[bookmark: _Toc341883013]Executive Summary

Budget it is an essential piece of every business or organization in order to have success and run their activities smoothly. Success can be reached by making profit, cut unnecessary expenses and costs and stay away from any debts to be able to attract more valuable investors. Budget also can have different form like incremental, activity based, value proposition and zero-based budgeting which are different and are explained below.
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1. [bookmark: _Toc341883014]Introduction

A budget is a technique to determine and forecast the profit and expenses in future and is evaluated periodically and side by side allocating resources based on the necessity requirements (State of California, 2022). Budget is not only used by the government, organizations, businesses etc. but is also used in case of personal finances. In this part of the assignment importance of budget, understanding of different forms of budgeting and lastly, how budget control can support sustainability will be discussed.
2. [bookmark: _Toc341883015]500-words analysis of Grand hotel budget planner
The above image illustrates the cashflow statement of the organization for the 12 months from April till March. The business has a significant number of expense items that needs to be paid within the agreed periods. It can be observed that the cash inflow of the business in the first month was quite high as well as the cash outflow. However, the balance that is carried forward the next month in April can be observed to be the lowest out of the remaining 11 months. The Balance carried forward every month can be seen to be increasing as the business has been generating positive cashflows and the balances brought forward were relatively high as well. The cash outflows of every month can be observed to have little fluctuations due to the nature of credit expense payments. The total amount of cash outflows can be seen to be within the range of GBP 112,000.00 to GBP 122,000.00. Also, the cash inflows can be seen to have a moderately stable flow of inflows amounts. The trend of uneven incline for the cash inflows can be seen for two consecutive months; like in May, and June, have inclining cash inflows, but in the third month, July, the cash inflow can be observed to have drastically reduced. But the following months have inclining cash inflows again. The total amount of cash inflows can be seen to be within the range of GBP 156,000.00 to GBP 200,000.00. The annual total cash flow can be observed to be GBP 2,151,509.00, while the total value of annual cash disbursements added up to be GBP 1,404,280.00. This gives a positive net cash flow of GBP 4,320,283.00 in the respective year. With the summation of the balance carried forward of GBP 747,229.00, the total net balance of the cash flows for the years was GBP 5,067,512.00. It can be observed that the company has a moderately stable and strongly positive cash flows, which indicates the ability of the business to make due payments on time. This also indicates the business to have a strong hold and control on its cash flows and cash management (Soet, Muturi and Oluoch, 2018). It is highly favourable and shows the smooth operating of the business, with strong financial stability. It also allows the business to invest into projects that may sudden payment, helps to purchase materials for producing its products and services, and hedge against any financial and credit risks. The strong and positive cash flows statement of the business indicates the business having the ability of meeting the constant financial obligations of the operations. It shows that the business has higher cash remaining in the business after all the payments for the period are paid off (Soboleva et al., 2018). It also indicates the string bargaining power of the firm in respective to collecting the receipts and making payment in such manner that yields in positive cash flows every month of operations. However, it is important that the business maintains such positive and strong flow of cash flows to ensure strong and favourable financial standing in the future.


3. Task 2

3.1 [bookmark: _Toc341883016]Importance of budgeting

As mentioned earlier budget is prepared by the government, businesses and organizations to determine and forecast the profit and expenses for future and is evaluated periodically. From her it can be understood the importance of the budgeting. The importance of budgeting has been stated below:
· Ensures the Availability of Resources: One of the main importance of budgeting is, it can help organizations or businesses or government or personnel by ensuring the availability of resources required. If the resources are available based on requirements, it will be helpful for the organizations or businesses to reach to their organizational goals. By planning the budget, organizations will be able to decide how much resources need to be distributed within the team or projects by cutting unnecessary expenses.
· Helps by setting and Reporting Organizational Goals: Another importance of the budgeting is, it can set and report the organizational goals. Budgeting does not only sort out spending fields but also it can make ways to make profit to reach to the goals of the organizations, especially financial goals (Cote, 2022). 
· Helps by Arranging Projects Based on Priorities: Budgeting plays another important role by arranging projects based on priorities. Before arranging projects based on priorities, budget calculates the return on the investment for each project to see whether it meets the organization’s goals.
· Helps by Leading to Financial Opportunities: As budgeting determines and forecasts the future profit and expenses, investors before investing in an organization or a business look into the budget as they prioritize them. Based on these projections, organization or business can attract investors, which is a financial opportunity for the organization or the business.
· Helps by Providing Pivotable Plans: Budget shows the future earning and expenses of the organization. But still the circumstances might not be the same. In this case, if organizations prepare their budget keeping in mind to tackle those uncertain circumstances, they will be able to take necessary pivotable plans.
· Debt Payment: As after preparing the budget, it is rechecked after each period, the budget can determine when and how the present debts can be paid on time.




3.2 Understanding of incremental budgeting

There are different forms of budgeting which need to be understood as their uses are different from each other. In this part of the assignment certain forms of budgeting like – incremental, activity based, value proposition and zero-based budgeting will be discussed.
[bookmark: _Toc116422609]Incremental Budgeting
Incremental budgeting is a traditional method of budgeting which includes the present budget as base and adds the incremented amount and finally prepare the new budget for new period (ACCA, 2022). The incremented amount makes adjustment for inflation, increase in sales price or production costs etc. This form of budgeting is one of the most used budgeting methods, used by the businesses as it is simple to apply and less intimidating. One of the most important factor incremental budgeting method plays is that large organizations and businesses can adopt this method for preparing their budgets. Because large businesses already have the capacity to incur their both fixed and variable costs.


3.3 Activity based

Activity-based budgeting is prepared by the organizations or businesses by incurring costs of the activities after identifying, researching and analysing the activities (Srivastav, 2020). This method of the budget is different from traditional way of budgeting as this method adjusts existing costs with inflation and changes happened in the revenue streams before finalizing the annual budget. The main aim of any businesses or organizations is to increase their profits by minimizing additional costs. In this case, activity-based budgeting method sorts out the activities which charges businesses or organizations with costs. After sorting out the costs, activity-based budgeting method cuts those costs before finalizing the budget. One of the major advantages of activity-based budgeting method is that it digs deeper to sort out the costs and have control over the budget planning by projecting plans for profit and expenses precisely and accurately (Pietrzak, 2014). But the main disadvantage of this method is it is costly and consumes time more than the traditional budgeting method.


3.4 Value proposition based 

Value proposition budgeting method which is also known as priority-based budgeting method analyses the expenses of the organizations or businesses to see whether cutting those expenses will have effect on their revenue or not (Stefanka, 2022). Before planning budget, value proposition budgeting method estimates earning and expenses from historical data. According to this method, expenses which bring profit for the organization, is better to invest in those expenses as they are creating value for them and cut those expenses which do not bring profit for the organization. This budgeting method is widely used by the government as they publish new budgets every year (Douglas and Overmans, 2020). Before preparing the new budget, government enlists expenses and sorts out the expenses which created value and brought revenue. In the next budget, government reinvests on those expenses and cut the expenses which were not able to create value rather costed the government. The main disadvantage of this method is it is not possible to sort out the value of the expenses as environment and situations changes with time. so, it requires multiple reassess of the expenses which consume both time and money.

3.5 Zero based budgeting

Zero-based budgeting is a method used by the businesses or organizations to justify their expenses for new periods in future taking the base as zero (Tamplin, 2022). The zero-based budget is used by businesses or organizations to make all their expenses to zero in order to receive funds at the beginning of every new financial period. Zero-based budget only considers the factors which are needed in future and does not investigate the previous budgets. The main difference from the traditional budget is that traditional budget takes the previous budgets to publish new budget, while zero-based budget starts newly (from zero) from each new financial period. Besides, zero-based budget considers what expenses should be kept and what expenses would be removed and justify these and sorts out expense areas using cost reduction tools (Anaplan, 2019). The main disadvantage of this method is, it is time consuming as it figures out the expenses which need to be cut and to make everything start from zero.


3.6 How budgeting control can support sustainability 

In supporting sustainability and adopting sustainable goals, budget plays a vital role. But it takes time to prepare budget for sustainability as preferences, situations, environments etc. changes (Simon, Steel and Lovrich, 2018). As social sustainability, budget is prepared with the aim to make population as human resource. If the population can be turned into human resource, it will have positive impact on the economy. When the population will be trained and skilled, they will be able to generate income which will increase the GDP of the economy giving the country a boost. At present, governments of many countries are looking for sustainable resources and declaring budget every year to support those sustainable goals by providing benefits. Governments are now giving more emphasize for creating electricity, fuel etc. from sustainable resources and offering tax benefits to the people who will use sustainable resources. Besides, government is making the environment regulations strong and allocating more resources to control environmental pollutions and increasing budget in every new financial fiscal year. 

4. [bookmark: _Toc341883019]Conclusion

Budget is a method to determine and forecast profit and expenses of the organizations, businesses and governments which is evaluated periodically. Budgeting is important to sort out expenses which are bringing profit for the organizations or businesses. Evaluating these expenses, organizations arrange those expenses based on priorities and invest. Expenses which do not bring any benefit for the organizations are incurred. Besides, to have understanding on the different methods of the budgeting is also important as these will help businesses or organizations by determining which methods should be used while preparing budget. Lastly, for sustainability, governments, businesses and organizations should give more emphasize on budget to meet sustainable goals.
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4.Appendix Budget Calculations
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Payment on business accounts | 185000 166000 185000 140000 142000 149000 156,500 166,900 174000 149,000 150,900 150800 1.915.100
Cash sales 0
Interest Received 405 2,737 4,708 7427 8,285 9525 11127 12926 15236 17.379 19221 20934 120609
Mini Bar 8.900 8.900 8,900 8.900 8.900 8000 8000 8900 8900 8900 8900 80900 106.800
_— 194,305 177,637 198,606 156,027 159,186 167,425 176,527 188,726 198,136 175279 179,021 180,634 2,151,509
Resturant 27800 27800  27.800 27800  27.800  27.800  27.800 27,800 32100 27.800 27.800 27.800  337.900
Freehold [
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 1250 1250 1250 1250 1250 1250 1250 15000
Property expenses 0
Car Insurance 8.000 8.000
Premier league license 6000 6000
Laundry 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 1625 19500
Energy costs [
PPayments to suppliers 0
Wages 57500 57500 57500 57500 57500 57500 57500 57,500 57.500 57.500 57.500 57.500 690.000
Mini Bar 7.000 7.000 7.000 7.000 7.000 7000 7000 7000 7.000 7000 7000  7.000 84,000
Training 7.500 7.500
Virgin Pass. 2,500 2500 2,500 2,500 2,500 2500 2500 2500 2500 2500 2500 2500 30000
Vehicles lease 2750 2750 2.750 2.750 2750 2750 2750 2750 2750 2750 2750 2750 33,000
Utiity Bills 2,000 2,000 2,000 2,000 2,000 2000 2000 2000 2000 2000 2000 2000 24,000
van 0
Petrol and diesel 1,000 1,000 1,000 1,000 1,000 1000 1000 1000 1000 1000 1000 1000 12,000
Rates 3,200 3.200 3.200 3.200 3200 3200 3200 3200 3200 3200 32,000
Valeting 540 540 540 540 540 540 540 540 540 540 540 540 6480
Marketing o
Overdraft Interest 0
Beverage 2700 2,700 2700 2,700 2700 2,700 16,200
Magazines 2,150 2150 2,150 2,150 8.600
Overtime: 3.400 3.400 3.400 3.400 3,400 3400 3400 3400 3400 3400 3400 3400 40,800
1150 1150 1,150 1,150 1,150 1150 1150 1150 1150 150 1150 1150 13.800

Building Insurance 5.500 5.500
116,565 112,015 117,915 117,365 117,915 114,015 116,565 111,715 126,715 113,865 121,915 117,715 1,404,280

13500 91240 156862  237.553 276215  317.486 370,806 430858 507,860 570.200 640,704 697810 4.320.283

77740 65622 80601 38662 41271 53410 50062 77011 71421 61414 57106 62010 747220

91,240

156.862

237,553

276.215

317.486

370.896 430858 507.869 579.290 640704 697.810 760.729 5087.512




