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TASK DESCRIPTION



This is one of two assignments for this module, and is worth 50% of the overall assessment mark

Task 1 (60% weighting)


Westhorpe Leisure Investments Limited owns and manages several medium-sized, four-star hotels in Wales and south-east England. The following management accounting information for its Cardiff Central hotel has been made available for the preparation of budgetary forecasts.

You are required to construct a cash budget for this hotel for the period January 2020 to June 2020. Please submit a Microsoft Word version of this work electronically to Turnitin. Please also send a copy of your Microsoft Excel spreadsheets showing all your formulae and calculations, by e mail to your tutor at the same time.


Table 1

Sales turnover for 2019-2020

	Month
	Room sales
	Food and Beverage
	Rent
	Commission

	2019 (actual)
	
	
	
	

	November 
	123,000
	36,000
	950
	120

	December 
	108,000
	47,000
	950
	15

	2020 (forecast)
	
	
	
	

	January
	130,500
	44,500
	950
	25

	February
	125,000
	40,100
	950
	55

	March
	140,000
	43,300
	950
	20

	April
	145,500
	42,600
	950
	15

	May
	148,000
	40,200
	950
	10

	June
	178,000
	36,500
	950
	40

	July
	240,400
	45,300
	950
	25

	August
	246,000
	44,800
	950
	35

	September
	205,100
	37,700
	950
	30

	October
	189,300
	28,900
	950
	45

	November
	126,000
	38,000
	950
	50

	December
	110,700
	51,000
	950
	35



Overview
The hotel building, which is owned freehold by Westhorpe, has 50 bedrooms across five floors, with a basement room, a conference suite on the fifth floor, and a small retail space on the ground floor next to the reception foyer. The conference facility is hired out under separate rental agreements to the normal room tariffs. The retail space is rented to a local hairdressing and beauty salon business, and the basement is also let out to a fitness and exercise operation. All the bedrooms rooms are of superior quality and are sold at between £95 and £145 per night depending on demand and other market conditions. The salon business pays £450 per month in cash, and the gymnasium has agreed to pay £500 per month with two months’ credit allowed but pays the hotel a direct commission on new memberships, paid on a monthly cash basis
Apart from the freehold building, which is not depreciated, the Cardiff Central operation only accounts for two other non-current assets, two hotel vehicles: a 12-seater courtesy minibus and a general purpose, medium-size van. The van is to be replaced during the current year.
There are also currently plans to invest in refurbishing the restaurant and bar area.

Financial notes for the year beginning January 2020

1. The anticipated cost of the new van is £28,000, but where the dealer has allowed a £3,000 trade in allowance, and the expected delivery will be in March 2020. The minibus is depreciated at £4,000 per annum and the new van at 20% per annum, both using the straight- line method, without an expected scrap value.
2. The bedrooms are sold to both businesses and individuals, where firms enjoy 30 days’ credit and other guests pay cash on departure. On average, 35% of the rooms are taken by business concerns.
3. The hotel pays a fixed annual cost of £75,000 for laundry services, which is invoiced monthly, beginning in January, and paid the following month.
4. Printing and stationery costs are estimated to be £2,000 per month, except for May and November, where an extra 45% is usually paid out due to menu redesign and annual calendar changes.
5. The complimentary room toiletries total for this year are projected to cost £46,000 payable in February; and the free in-room beverages will be purchased at a pre-arranged cost of £2,000 per month, for 12 months, but on 30 days’ credit.
6. The planned, incremental improvement to the restaurant and bar areas have been quoted by the appointed contractor at £44,000. There will be a 20% deposit payable in March, a further 50% in June, with balance being paid on completion which is due in August.
7. There will 25 new branded bedding bundles at £28 each to be purchased and paid for in March, and a further 25 at £30 each to be bought in June and paid for in July.
8. In August, 30 new kettle tray sets at a cost of £50 each will be purchased and paid for in October.
9. There are currently six monthly-salaried staff whose combined wage bill is projected to be £220,000 for the year. In addition, there are housekeeping and kitchen porter staff, who are paid weekly in cash, the total for this is planned at £140,000 for the year.
10. Complimentary shampoos, conditioners, and shower gels for guests are all bulk-purchased at the beginning of the year at an agreed price this year of 24,000, 40% to be paid in February, and the balance in April.
11. Lighting and heating for 2020 are paid for quarterly in arrears at an agreed annual cost of £110,000, and annual business rates remain the same this year at £65,000, payable monthly and beginning in April as the company enjoys an annual three-month payment break.
12. Marketing costs are expected to be £60,000 for the year, payable in June.
13. Annual motor vehicle expenses, including petrol and diesel, are expected to be £12,000 spread out evenly over the year
14. Annual general maintenance is forecast to be budgeted at £5,000 per month
15. The opening cash balance as at the 1st of January is £265,000
16. Information regarding inventory levels is as follows. Opening inventory of stock as at the 1st of January 2020 is planned to be £105,500, and the closing amount is projected to be approximately £50,000 at the end of June
17. Please ignore any Corporation Tax calculations

Task 2 (40% weighting)
You are required to construct a profit budget forecast (ignoring Corporation Tax) based on the above information and data, for the period January 2020 to June 2020 as at the 30th of June 2020. This should be submitted as a suitable Microsoft Word document, using appropriate illustrative tables and accompanying text.

