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Task 2

1. Traditional budgeting is a quantitative statement that relates to the cash flows, revenue, expenditure, liabilities, and assets that are for a specific period (Ionescu et al., 2021). Traditional budgeting involves the setting of expenditure and income plan that lists financial obligations in terms of clothing or transportation. With the budgeting type, it is easy to find the sources and utilization of the funds for determining the ways in which the income will be expended or generated. The report is prepared using the incremental amounts that are planned to increase in costs and sales price or inflation to the current and annual budget. The budget is prepared by following the top-down approach that begins with the management and ends with all departments that elaborate the budgets as per their needs (Zeller and Metzger, 2013).
The targets under reports made by the traditional budgeting are generally static and it is incremental too sometimes as there is a scope of fixed incentives. The planning and control process is always seen with fixed 12-month plans along with a control for variance. The resources are coordinated too as per the reporting. It is done by pre-allocating the resources with the help of central coordination. The corporate culture also focuses to manage numbers.
The steps included in the traditional budget focus on creating separate goals, forecasts and resource allocations (Weigel, Christine and Hiebl, 2018). The setting of goals will help in improving them. Secondly, the forecasts made under the reports are action-based and have the expected outcomes. There is limited detail in the forecast because of a lack of predictability. The criteria are also clear for resource allocation but there is no scope for pre-allocation.
A zero-based budget is used because all the expenses are justified for each new period (Khalifa, El-Wahed and Alodhaibi, 2021). The process under zero-based budgeting always starts from a base of ‘zero’ because all functions in the organization are analyzed for the costs and needs. In this case, the Hotel has a projected net revenue of 715,100 GBP. This means that with a zero-based budget, a budget will be planned that will utilize all of the revenue. No transaction belonging to the past year will be considered to avoid any redundancy and confusion. 
The budget report will be built on the basis of the requirements for the next year. There will be no budget left to be carried forward and similarly, no pre-committed expenses made. The report will be made by identifying the efficient alternative methods for utilizing the limited resources. 
Under zero-based budgeting, the company can also choose to pay off some of the salaries if the management finds outs a technology is available at a lower cost. This will direct the budget accordingly (Corporate Finance Institute, 2018). 
Over traditional budgeting, zero-based budgeting is beneficial. This is because, with zero-based budgeting, one can reduce the costs by ensuring that new and old expenses are in check.	
2. The zero-based budgeting is based on creating a goal first. The goal can be to pay off a long-term loan for which, the interest will be paid every year. For this, the management can decide to pay off the loan at an early stage to build equity in the company. After setting up the goal, the zero-based budgeting will be prepared for designing a way to achieve the goal (Al-Attara et al., 2020). The next step in zero-based budgeting is to find out all revenue sources. The management can assess the source of revenue and predict if the source will yield higher sales proportionately or disproportionately. Using the growth factor, the Cost of goods sold (COGS) and sales will be estimated easily. The source of revenue and cash is different. For instance, if there is $50,000 in accounts receivable on 12/31/2020 then it is just a source of cash and not revenue. 
The next step would be to assess and identify the expenses. This helps in eliminating any unnecessary expenses. This step will require the projection of expenses to analyze and justify all expenses (Al-Attara et al., 2020).
For instance, the current case study of the Continental Hotel Budget Planner has three vehicles that are on the lease currently. The company has to bear the monthly cost of finance worth 275 GBP and third-party insurance of 4000 GBP. The cost reduction can be bought by assessing if the option of buying would be beneficial in the long run or not. The evaluation is required to assess if there is any cost or fee because it is planned to break the original lease. This was one way to analyze and then adjust the expenses. 
The next step is to allocate the funds and resources for goal achievement. The management will make the adjustments for planning the budgets for the next year. This is required to project estimated cash flows and balances. Budgeting is beneficial because it considers the utilization of each and every dollar towards something useful. By assessing the comparative outcome statement, the current and past years will be evaluated for assisting the management with determining the suitable course of action. Based on this assessment, the expenses like paying the note payable will be paid off. If the hotel opts for taking the entire projected closing cash balance will be used to pay off the entire amount. This will leave the company with a small proportion of cash but will also save enough dollars that were earlier paid in form of interests. 
Alternatively, the hotel can also opt to take the net income surplus at the year-end for applying to the principal balance of the note. This approach will also save the funds of the hotel in terms of annual interest. 
The leftover resources can be utilized in the following areas.
Paying the license for the Premier League show that will be telecasted live in the public areas. In April, the hotel can pay the annual cost of the license which is worth 3000 GBP to be paid in the month of April. 
Secondly, the hotel can invest in credit card machines so that the customers can avail the facilities of the credit card too.
3. The budgeting controls can easily support sustainability
Budgets play a key role in setting the expectations in form of forecasts and budgeted amounts (Henttu-Aho and Tiina, 2018). This helps in the development of scenarios. The scenario has financials that help in the making of the budget. The scenario developed by budgeting can work as a financial stimulator for the business. This is because the company is able to assess the deviations of actuals from the budgets to set the necessary course of action for measures taken to control. Laying such controls helps in assessing the effectiveness of the resource and capital hired for the company. 
From the income statement, the expenditure and income can be interpreted to set controls on unnecessary expenses. From the statement of cash flow, the nature of cash payments and collections will be assessed. This way, the operational activities will be assessed for assessing if there is any unnecessary expense. Alternatively, all sources of income will be assessed to see if there is any scope for the income to be increased. If the variable cost increases unnecessarily, then the overall cost will be increased because there is a positive correlation between the total cost and volume of production. This shows that the variable cost can be controlled effectively to ensure that there is no major harm to the total cost.
Budgeting controls can effectively promote sustainability (Al Breiki, Mariam and Nobanee, 2019). This is because it follows five principles. The first principle is that the budgeting controls are done using the historical data for reflecting on the transactions that are made in the past. This helps in comparing the current year’s situation to the last year to assess things that are better or worse. The second principle works on the principle of preparing the necessary forecasts for setting up the goals, that are set for the future. Setting goals for the future, inspire the cost and finance departments to stay within the budgetary constraints. The third principle focuses on preparing a mode to measure and evaluate the current performances. This mode is generally the ‘budget’. These budgets help in offering the company a boundary to stay within. The next principle is to assist the department to reconcile all the differences that were seen by conducting a variance analysis. The budgets like flexible budgets usually do this. Lastly, with a thorough analysis of the deviations in the variance, it is possible to take corrective actions to maintain sustainability.
The corrective actions can be as follows.
1. Making a realistic budget that is made by following the necessary procedures and policies. This will help in predicting the accurate financial position of the business.
2. Establishing the right accounting system like cash accounting or accrual system to allow the businesses to manage and review the financial activities for complying with the financial obligations accurately.
3. A routine provision to manage credit and outstanding debts. For this, a good cash flow is needed along with minimal exposure to the debts (Celine and Nambajimana, 2019).
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Jan February March April May June July August Sept Oct Nov Dec Total

£ £ £ £ £ £ £ £ £ £ £ £ £

Receipts : 0 8,765 2,000 6,765 2,000 9,065 (300) 9,065 1,700 9,865 (1,100) 11,865 1,100

Payment on business accounts 300 300 300 300 0 300 300 300 0 300 300 300 3,000

Cash sales 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

Interest Received 0 0 0 0 0 0 0 0 0 0 0 0 0

 

Total Receipts 7,100 15,865 9,100 13,865 8,800 16,165 6,800 16,165 8,500 16,965 6,000 18,965 85,700

Payments :

Freehold 250 250 250 250 250 250 250 250 250 250 250 250 3,000

Fixtures and fittings 0 1,750 0 0 1,750 0 0 1,750 0 0 1,750 0 7,000

Property expenses 0 0 0 0 0 0 0 0 2,500 0 0 4,000 6,500

Laundry 700 700 700 700 700 700 700 700 700 700 700   7,700

Energy costs 0 0 0 0 0 0 0 0 0 0 0 0 0

Payments to suppliers 3,350 3,350 3,350 3,350 3,350 3,350 3,350 3,350 3,350 3,350 3,350   36,850

Wages 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000

Salaries 0 0 0 0 0 0 0 0 0 0 0 0 0

Vehicles  415 415 415 415 415 415 415 415 415 415 415 4,415 8,980

Van 0 0 0 0 0 0 0 0 0 0 0 0 0

Petrol and diesel 500 500 500 500 500 500 500 500 500 500 500 500 6,000

Rates of facilities and premier league 4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,500 4,500 54,000

Marketing 150 400 150 150 400 150 150 400 150 150 400 400 3,050

Overdraft Interest 0 0 0 0 0 0 0 0 0 0 0 0 0

Total payments 15,865 17,865 15,865 15,865 17,865 15,865 15,865 17,865 18,365 15,865 17,865 20,065 205,080

Balance b / f 8,765 2,000 6,765 2,000 9,065 (300) 9,065 1,700 9,865 (1,100) 11,865 1,100 60,790

Net cashflow in month 8,765 2,000 6,765 2,000 9,065 (300) 9,065 1,700 9,865 (1,100) 11,865 1,100 60,790

Balance c / f 8,765 2,000 6,765 2,000 9,065 (300) 9,065 1,700 9,865 (1,100) 11,865 1,100 60,790


