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[bookmark: _Toc39675124]Introduction
The rapid growth of the hospitality industry has led to an increase in the competency of the operators present in the hospitality industry. In this industry, financial activities are mostly carried by the staff present at different levels. The financial activities can often include tasks like recording transactions, creation of financial reports for interpreting the data, and making plan strategically. The information with respect to this domain is effective enough for creating effective monitoring and controlling tools in the organizational structure of any hotel. In terms of the hospitality industry, management of revenue is considered to be an important aspect. Thus, this study is related to Westhorpe Leisure Investments Ltd, which is going to prepare a forecast for a cash budget for its Cardiff Central Hotel. The study is divided into two parts where task 1 will show cash budget forecast and task 2 is related to the construction of a profit budget forecast. 
[bookmark: _Toc39675125]Task 1
Forecast for a cash budget for Cardiff Central Hotel
Budgeting 
There is a great difference between the terms forecasting and budgeting. Budgeting is mainly required for strategic planning and takes more time than forecasting. Cash budgeting is considered to be a simple process for predicting the inflows of cash and allocating cash outflows for a particular period of time. Thus, this is the main reason for heavily relying on the accurate forecast for cash flow. For such purpose, there is a need for managing various activities of the hotel efficiently such as short-term investment, account payable disbursements, customer billing and collections, and many others (Turner, 2017, p.31). Thus, in this aspect, For Cardiff Central Hotel, a forecast of cash flow is aiming to predict the future financial liquidity over a given period of time. Thus, for starting the new business, in this case, Cardiff Central Hotel, the owner may desire to start with the forecasts for both the short and long term. It is usually referred to as actual cash receipt and data disbursement, on the other hand, long term forecasts are the projections on the basis of data obtained from the income statement and balance sheet. Here, the sales turnover for the Cardiff Hotel has been provided between the year 2019-2020, and from that, the cash budget would be drawn. For the purpose of budgeting, the hotels mainly use twelve months as a period of budgetary and thus re-forecast monthly and also quarterly (Xie, 2019, p.56). The hoteliers are required to prepare a budget so that the financial operation with respect to the lodging property, the key functions involved in this are monitoring, controlling, measuring, comparing the performance, and lastly facilitating the planning procedures.  The accurate budget practices such as profit, sales, production budgeting, all these together benefit the hotel industry. The hospitality industry is able to achieve high efficiency in its operation with the help of adopting the sophisticated practices of budgeting (DeFrancoand Schmidgall, 2017, p.112). In order to improve the service, most of the hotels are comparing the variance between the actual results from the previous years and the budget figures for evaluating the performance, and this, as a result, helps in creating a more accurate budget for the present year. 


	Month
	Room sales
	Food & Beverages
	Rent
	Commission

	JAN
	£130500
	
	£44500
	
	£950
	£25

	FEB
	£125000
	
	£40100
	
	£950
	£55

	MAR
	£140000
	
	£43300
	
	£950
	£20

	APRIL
	£145500
	
	£42600
	
	£950
	£15

	MAY
	£148000
	
	£40200
	
	£950
	£10

	JUN
	£178000
	
	£36500
	
	£950
	£40

	
	
	
	
	
	
	


Table 1: Sales turnover of Cardiff Central Hotel
(Source: Created by researcher)

Figure 1: Graph for Sales turnover 
(Source: Generated by Researcher)
The practice with respect to budgeting is mainly conducted in two broader aspects such as operational as well as capital budget. Operational budgets are responsible for coordinating the activities and hence ensuring the availability of resources that are further used for controlling the cost. In the context of Cardiff Central Hotel, the owner is typically incorporating a detailed operating plan with the help of profit centers, sources for various costs which are arising from different service centers (Davydenkoand Shykina, 2019, p.890). There are various reasons involved for using the operating budget like for examining the alternatives before carrying out any tasks, providing a comparison benchmark, applying long term strategic planning, motivating the members present at different levels of management and many others. 
Cash budget forecast
In this study, the cash flow budget of the Cardiff Central Hotel has been developed. The given below table is showing the operation. It can be seen from the table that calculating the net cash flow of this hotel, cash inflow, as well as a cash outflow, must be taken into consideration.  The cash budget has been designed between the months Jan- Jun of 2020. It can be further developed that the hotel has rented its building to Salon and gymnasium and this has helped a lot for generating revenue. On the other hand, the rooms of this hotel are of superior quality and for such; it charges a huge amount (Turnerand Coote, 2018, p.789). Here, the hotel is charging £ 95 per night. These all have resulted in generating only £ 1045. In the meanwhile, it can be seen that the hotel has invested a huge amount in many extra activities for providing better service to its customers. The value of cash outflow is much greater than the cash inflow. But there is a relief for this hotel as it has not to pay the equal balance each month. As for example, the cost required for marketing is only paid in the month of June. Whereas, the cost associated with heating and lighting is paid in April. So, this one-time payment has helped a lot in balancing this system. At the same time, this hotel has decided to open a bar as well as a restaurant, so for this, also, there is a need for investment. Hence, from the entire table, it is evaluated that the hotel will be able to fulfill the demands of the target customers in the best possible manner (Tanget al. 2017, p.1096). Moreover, for the sake of printing and generating the cash receipt, this has also used lots of new technology and hence maintained the balance per month so that customers can easily get their invoice. Moreover, this hotel has also hired various staff experienced in various domains, so that the customers are able to get ambient stay benefits. In addition to that, this hotel also invests a huge amount of transportation for both the customers and staff. 
	Cash budget 
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Cash inflows
	
	
	
	
	
	

	
	
	Jan
	Feb
	Mar
	Apr
	May
	Jun

	
	
	
	
	
	
	
	

	Salon Business
	£450
	£450
	£450
	£450
	£450
	£450

	Gymnasium
	£500
	£500
	£500
	£500
	£500
	£500

	Bedroom cost/night
	£95
	£95
	£95
	£95
	£95
	£95

	
	
	£1045
	£1045
	£1045
	£1045
	£1045
	£1045

	Cash outflow
	
	
	
	
	
	

	Maintenance cost
	£5000
	£5000
	£5000
	£5000
	£5000
	£5000

	Motor vehicle
	£12000
	£12000
	£12000
	£12000
	£12000
	£12000

	Corporation tax
	
	
	
	£210000
	
	

	Marketing cost
	
	
	
	
	
	£60000

	Lighting and heating
	
	
	£65000
	
	

	Bath essentials
	
	£9600
	
	14400
	
	

	Bedding 
	
	
	
	£700
	
	
	

	Bar &restro area
	
	
	£8800
	
	
	£17600

	Printing and stationary cost
	£2000
	£2000
	£2000
	£2000
	
	£2000

	Laundry services
	£75000
	£75000
	£75000
	£75000
	£75000
	£75000

	
	
	£94000
	£103600
	£103500
	£383400
	£92000
	£171600

	Net cash flow
	£92955
	£102555
	£102455
	£382355
	£90955
	£170555


[bookmark: _Toc39675127]Conclusion
From the above study, it can be hence said that forecasting and budgeting are two essential components that are required for setting up any kind of new business. The study here showed the various aspects of budgeting and forecasting. It has thus provided sufficient information with respect to these two essential components. In this study, for calculating both profit and cash flow, Excel has been used. All the data are calculated efficiently. The study also stated the most common method for identifying the level of profit that is break even analysis with the help of Excel. Apart from that, the researcher also demonstrated the sales turnover of Cardiff Central Hotel in a tabular manner. Moreover, the study also provided a brief explanation on other two approaches for evaluating the level of profit. Here, both forecasting and budgeting has been differentiated with sufficient information. The study also showed various elements of hotel industry that are responsible for generating huge amount of profit. 
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Introduction
The rapid growth of the hospitality industry has led to an increase in the competency of the operators present in the hospitality industry. In this industry, financial activities are mostly carried by the staff present at different levels. The financial activities can often include tasks like recording transactions, creation of financial reports for interpreting the data, and making plan strategically. The information with respect to this domain is effective enough for creating effective monitoring and controlling tools in the organizational structure of any hotel. In terms of the hospitality industry, management of revenue is considered to be an important aspect. Thus, this study is related to Westhorpe Leisure Investments Ltd, which is going to prepare a forecast for a cash budget for its Cardiff Central Hotel. The study is divided into two parts where task 1 will show cash budget forecast and task 2 is related to the construction of a profit budget forecast. 







Table 2: Cash budget forecast
(Source: Created by researcher)
[bookmark: _Toc39675126]Task 2
Profit Budget Forecast for Cardiff Central Hotel
Forecasting 
It is considered to be the main subcategory for the competencies of revenue as this enables in predicting the demand of customers for allocating the perishable assets across various structures for the room rate. The system for forecasting is commonly referred to as revenue optimization technique estimating the demand in the future on the basis of historical data. In the case of Cardiff Central Hotel, the historical data are considered to be the daily arrivals in their premises or the number of rooms sold to the customers (Ntshongaand Kamala, 2019, p.78). The forecast with respect to revenue is responsible for providing information to the managers about the level of occupancy, daily average rate, sales estimates, and so on. Thus, with the help of utilizing certain forecasting tools, and the generated data, a hotel such as Cardiff Central can increase the level of revenue with the help of matching the demand to the available rooms. It is quite essential to have accurate forecasts which further helps in making the proper decisions in terms of budgeting, staffing, and maintaining the premises. 
Profit Forecasting
Profit forecasting is often the projection of the earnings made in the near future by the hotel industries. This is usually calculated by considering all the factors such as pricing policies of the hotel, costing policies, policies related to depreciation, and so on. Basically, there are three approaches to forecasting the level of profit by any business firm (Nguyen, 2019, p.92). 
Spot projection mainly includes the projection of profit and loss of any business organization for a given period of time. Projection of profit land loss statement is something about forecasting the important elements in a separate manner. Here, the forecasts are usually made about the sales volume, costs, and price for producing the expected sales.  Thus, the prediction for a profit with respect to any business firm is subjected to a wide margin of errors starting from forecasting the revenues to the interrelated components present in the income statement (Korzhand Onyshchuk, 2018, p.16). 
Break-even analysis is another methodology for forecasting the profit. This is very much helpful for identifying the functional relations of both costs to the rate of output as well as revenue. On the other hand, environmental analysis is effective enough for relating the profit of the company with respect to the key variables present in the economic environment like the general activities associated with the business and level of pricing. 
Therefore, in the case of Cardiff Central Hotel, Break-even analysis has been done for forecasting the level of profit.  It is also known as CVP that is mainly described by the managers in the hotel industry and defined as the set of analytical tools for determining the required revenue at such a profit level that is desired. This tool has hence helped in aiding the hospitality operators for evaluating the cost alternatives at the time of making efficient decisions. Thus, there is a need for understanding both the CVP and cost allocated methods for managing the revenue optimally and making accurate allocation with respect to the budget (Davids, 2017, p.78). 
The given below table is showing break even analysis for Cardiff Central Hotel as from here, it can be seen that annually available rooms can be calculated by multiplying days of operation and total rooms per night. Furthermore, the total revenue generated is also shown in this table. This has also shown the break-even occupancy rate. 

	Inventory analysis
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Total rooms/night
	
	95
	
	
	
	
	
	
	
	
	

	Days of operation
	
	365
	
	
	
	
	
	
	
	
	

	Annual room available
	34675
	
	
	
	
	
	
	
	
	

	
	
	
	% of rooms
	# of rooms
	Inventory
	Daily rate
	
	tot revenue
	

	single
	
	
	40%
	
	38
	
	13870
	
	120
	
	1664400
	

	double
	
	
	60%
	
	57
	
	1976475
	
	100
	
	197647500
	

	Total
	
	
	
	
	95
	
	1990345
	
	
	
	199311900
	

	Abg room rate
	
	
	
	
	
	
	
	
	
	100.139373
	

	Fixed cost
	
	45000
	
	
	break even unit
	
	575.8941
	
	
	

	variable cost per room
	22
	
	
	break even occupancy rate
	
	0.000289
	
	

	contribution margin per room
	/room
	78.13937
	
	
	
	
	
	
	
	
	


Table 3: Break even analysis
(Source: Created by researcher)
Conclusion
From the above study, it can be hence said that forecasting and budgeting are two essential components that are required for setting up any kind of new business. The study here showed the various aspects of budgeting and forecasting. It has thus provided sufficient information with respect to these two essential components. In this study, for calculating both profit and cash flow, Excel has been used. All the data are calculated efficiently. The study also stated the most common method for identifying the level of profit that is break even analysis with the help of Excel. Apart from that, the researcher also demonstrated the sales turnover of Cardiff Central Hotel in a tabular manner. Moreover, the study also provided a brief explanation on other two approaches for evaluating the level of profit. Here, both forecasting and budgeting has been differentiated with sufficient information. The study also showed various elements of hotel industry that are responsible for generating huge amount of profit. 
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Month	
0	0	0	0	JAN	
130500	44500	950	25	FEB	
125000	40100	950	55	MAR	
140000	43300	950	20	APRIL	
145500	42600	950	15	MAY	
148000	40200	950	10	JUN	
178000	36500	950	40	
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