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Preface

In order to complete this module assignment we had to do a lot of research in Finance & Accounting through the lectures, and we had to take an Excel course in order to learn how to calculate numbers and formulas properly for all tables.

Acknowledgement

We would like to thank our tutor and module coordinator Mr. Gerrish, who helped us complete this module assignment through his explanations and guidelines. 

Introduction
Grand Hotel Stockholm is a successful hotel, which maintains its performance in satisfying all guests. However, there seems to be a lack of internal control within the organization, therefore the management of the hotel needs to overtake some control procedures in order to keep the back-of-house working efficiently.

We are doing this assignment in order to help Grand Hotel Stockholm's management, and provide them with data on different parts of the operation, so it will include an analysis on the hotel's daily report, an analysis of their stock management and an overview of costs made by non-profit departments. For the first part of this assignment we will analyze their daily report and room statistics along with an explanation of our findings, we will compare and show some data between the operation and its competitor's statistics, the gross revenue division, and then talk about the yield management program. 
For the second part, we will show the Grand Hotel Stockholm inventory list, as well as how the ordering form would look like. Then we will put a program manual, explaining our findings to Mr. William Garnet, and some information on how to use the program.  

For the third part, we will put tables for the cost allocation in the direct method and step method. After that, we will compare between the results for both methods, then we will add a conclusion in order to explain the differences.
Finally, for the last part we will show the cash flow statement and profit & loss account of Grand Hotel Stockholm for the 6 months, along with the stock level at the end of June 30th 2005. We will end the assignment by making our final conclusion on the operation's performance, as well as a bibliography. 

All our Excel documents for this assignment will be put on a CD as an Appendix. 

Part A

Part A

Introduction

In this part of the assignment, we will analyze the daily report and room statistics of Grand Hotel Stockholm, along with an explanation of our findings; we will compare and show some data between the operation and its competitor's statistics, the gross revenue division, and then talk about the yield management program. Then we will put a small conclusion to support this section. 

[image: image1.emf]Revenue

Actual Budget* Last Year Difference between actual and budget Percentage of difference 

Rooms

Guest Rooms 43,164.60                     866,226.82                            827,773.83                   788,356.03                            38,452.99                                                 4.65

Total Rooms 43,164.60                     866,226.82                           

827,773.83                  

788,356.03                            38,452.99                                                 4.65

-                                                          

Food

-                                                          

Restaurant "The Plaza" 7,145.76                       132,948.21                            142,661.34                   135,867.94                            9,713.13-                                                   -6.81

The "Burn" Bar 254.98                          3,957.73                                3,974.52                      3,785.26                                16.79-                                                        -0.42

Room service 3,887.87                       67,954.38                              58,630.89                     55,838.94                              9,323.49                                                   15.90

Bowling Bar 200.87                          4,352.84                                4,456.12                      4,243.92                                103.28-                                                      -2.32

Banqueting 265.50                          5,586.50                                5,811.31                      5,534.58                                224.81-                                                      -3.87

Lobby 135.00                          2,345.33                                2,780.40                      2,648.00                                435.07-                                                      -15.65

Total Food 11,889.98                     217,144.99                           

218,314.57                  

207,918.64                            1,169.58-                                                   -0.54

-                                                          

Beverage

-                                                          

-                                                          

The "Burn" Bar 1,439.58                       3,079.60                                3,150.40                      3,000.38                                70.80-                                                        -2.25

Bowling Bar 2,393.00                       6,768.21                                7,202.18                      6,859.22                                433.97-                                                      -6.03

Restaurant " The Plaza" 980.85                          16,873.98                              15,591.45                     14,849.00                              1,282.53                                                   8.23

Lobby 253.50                          5,876.63                                5,737.03                      5,463.84                                139.60                                                      2.43

Room Service 695.59                          2,941.00                                3,332.64                      3,173.94                                391.64-                                                      -11.75

Banqueting 467.92                          21,485.45                              19,198.13                     18,283.93                              2,287.32                                                   11.91

Toatl Beverage 6,230.44                       57,024.87                             

54,211.83                    

51,630.31                              2,813.04                                                   5.19

-                                                          

Other Income F&B

-                                                          

Other Income F&B 650.00                          14,400.00                              11,558.40                     11,008.00                              2,841.60                                                   24.58

Meeting Room Rentals 125.00                          46.00                                     489.16                         465.87                                   443.16-                                                      -90.60

Total O/I F&B 775.00                          14,446.00                             

12,047.56                    

11,473.87                              2,398.44                                                   19.91

-                                                          

Other Income

-                                                          

Rentals and O/I 126.75                          2,219.00                                2,208.94                      2,103.75                                10.06                                                        0.46

Health Club 786.25                          16,002.38                              13,025.25                     12,405.00                              2,977.13                                                   22.86

Telephone 580.00                          13,385.00                              11,867.10                     11,302.00                              1,517.90                                                   12.79

Laundry 370.85                          11,046.00                              12,139.69                     11,561.61                              1,093.69-                                                   -9.01

Pay TV 24.50                            245.00                                   273.00                         260.00                                   28.00-                                                        -10.26

Total Other Income 1,888.35                       42,897.38                             

39,513.98                    

37,632.36                              3,383.40                                                   8.56

-                                                          

Gross Revenue 63,948.37                     1,197,740.06                         1,151,861.77                1,097,011.21                         45,878.29                                                 3.98

Today Netto

Month To Date

Daily Report for Grand Hotel Stockholm
Explanation of our findings

To find the Gross revenue we made this calculation: Total rooms (43,164.60) + Total food (11,889.98) + Total beverage (6,230.44) + Total O/I F&B (775) + Total other income (1,888.35) = Total gross revenue, which was (63,948.37).
In order to find the Budget, we calculated it by increasing last year’s revenue by 5%, so for the guest rooms, we used this formula: Last year (788,356.03) * (0.05) + Last year (788,356.03) = Guest rooms budget, which gave us (827,773.83).
The Percentage of difference between budgeted and the actual month to date revenues was calculated by dividing the Actual by the Budget, multiplying it by 100 then subtracting 100 e.g. this is what we did for the guest rooms: Actual (866,226.82) / Budget (827,773.83) * (100) – (100) = % of difference (4.65%).
[image: image2.emf]Cost

Depreciation:

Property Operation & Maintenance & Energy Cost:

Insurance:

Administrative & General:

Marketng:

Allocation Base

Percentage of turnover

Book Valu Fixed Assets

Surface

Surface

Amount of Employees

Business-mix

Room Statistics

[image: image3.emf]Book value fixed assets Proportion of book value fixed Asset Surface Proportion of surface

8,450,000 65.66 9,900 73.25

3,175,000 24.67 2,700 19.98

32,000 0.25 45 0.33

55,000 0.43 120 0.89

375,000 2.91 300 2.22

125,000 0.97 150 1.11

657,000 5.11 300 2.22

12,869,000 100.00 13,515 100.00

Depreciation

Telephone

Gift Shop

A&G

Marketing

Service & Profit Centers

Insurance

Rooms

F&B

TOTAL

PO & M & EC


Explanation of our findings

For calculating the Occupancy percentage for the Room statistics table above, we did the following: Total rooms occupied (246) / Total rooms available (310) * (100) = occupancy percentage, which is (79.4%).
For the Double occupancy, we worked it out by: Total guests (341) – Total rooms occupied (246) = (95), (95) / (246) * (100) = double occupancy (38.6%)
In order to find out the Average rate per room, we had to refer back to the Business-mix table above the Rooms Statistics, by taking the Total average rate of Today, which gave us (222.23).
To calculate the Average rate per guest, we did the following: Average rat per room (222.23) * Total rooms occupied (246) / Total guests (341) = average rate per guest (160.32).
[image: image4.emf]Net revenues  Cost of sales  Payroll and related expenses Other expenses Income(lose) before

Rooms 580,100 ---- 140,500 48,500 391,100

F&B 316,500 116,000 100,500 45,500 54,500

Gift shop 15,300 3,000 3,500 3,300 5,500

Telephone 32,400 12,900 7,500 6,300 5,700

  Total

944,300 131,900 252,000 103,600 456,800

A&G 77,500 35,500 113,000

Marketing 45,500 25,500 71,000

PO& M & EC 35,000 45,100 80,100

   Total

158,000 106,100 264,100

Income before Fixed Charges 944,300 131,900 410,000 209,700 192,700

Insurance 20,700

Depreciation 90,500

Income Before Taxes 81,500

Income Tax 32,600

Net income

48,900

Competitors Statistics

The following Pie Chart shows the Average rate among different hotels:
[image: image5.emf]Nr. Rooms Av. Rate Nr. Rooms Av. Rate Nr. Rooms Av. Rate Nr. Rooms Av. Rate

1. Rack rate - 352 299.00 359 301.99 342 299.00

2.Local comp. rate 25 180.70 876 178.91 257 186.85 245 185.00

3.Corporate rate 60 248.60 5,679 233.02 71 232.30 68 230.00

4.Conference rate 45 262.20 8,498 249.05 6,343 242.39 6,041 239.99

5.Sport programs 90 219.70 2,232 267.98 3,246 271.56 3,091 268.87

6.Bus. Program - - 4,994 179.89 3,156 181.47 3,006 179.67

7.Group & Tours 65 192.40 8,156 199.84 7,453 176.75 7,098 175.00

8.Weekend rates - - 12,332 207.89 18,991 204.59 18,087 202.56

9.Business staff 25 215.25 119 199.09 189 201.89 180 199.89

Total

310.00 222.23 43,238 217.76 40,065.00 209.80 38,158.00 207.72

Last year month to date

Business-mix

Today Month to Date Budget to date


Gross Revenue Division
[image: image6.emf]Room Statistics

Actual Budget Last Year

Total rooms available 310 4,670 4,750 4,500

Total rooms occupied 246 4,050 4,100 4,000

Total complimentary rooms - 4 5 3

Total rooms no show - 14 10 6

Total guests 341 6,043 6,082 5,900

occupancy % 79.4% 86.72 86.32 88.89

Double occupancy 38.6% 49.21% 0.48 0.48

Average rate per room 222.23 217.76 209.80 207.72

Average rate per guest 160.32 145.94 141.43 140.83

Today Netto

Month to Date


[image: image7.emf]Grand Hotel Stockholm

222.23 86.70%

The Barclay

221.38 89.50%

Dorchester Hotels

212.76 90.30%

Clarion Hotel

208.35 71.73%

Crystal Plaza Hotel

184.81 70.62%

Diplomat Hotel

245.35 86.45%

Competitors statistics Average Rate

Month to date 

occupancy, %
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The New Yield Management Program

Yield management or in other words 'Revenue management' is basically all about providing the right service to the right customer at the right time for the right price in order to increase revenue.

It is clear that Grand Hotel Stockholm's yield management is maintaining its performance, as we compare the gross revenues and totals with each other.

Comparing the actual gross revenue with Today Netto's gross revenue, we can see that the actual is more than Today Netto's by ₤ 1,133,792.23 (5.34%), which means the business is doing better than last year since there is a percentage increase.

Conclusion

We have analyzed the daily report and room statistics of Grand Hotel Stockholm in this section. We also gave an explanation of our findings, compared and showed some data between the operation and its competitor's statistics, the gross revenue division, and then talked about the yield management program. 

Part B

Part B

Introduction

For this section, we will demonstrate the Grand Hotel Stockholm inventory list with an explanation of our findings, as well as how the ordering form would look like. Then we will put a program manual, explaining our findings to Mr. William Garnet, and some information on how to use the program.  
[image: image9.emf]Fixed Charge Total Amount Rooms F&B Gift Shop Telephone A&G Marketing PO & M & EC

Insurance 20,700.00 15,163.15 4,135.41 183.80 68.92 459.49 229.74 459.49

Depreciation 90,500.00 59,423.81 22,327.88 386.78 225.04 2,637.15 879.05 4,620.29

Total:

111,200.00 74,586.96 26,463.29 570.58 293.96 3,096.64 1,108.80 5,079.78

Grand Hotel Stockholm Inventory List

Explanation of findings

In order to find the Closing stock, we subtracted the 'Issued' from the 'Opening Stock'. For the Requested Quantity, we added the 'minimum stock' with the 'issued', and subtracted the 'closing stock'. 

For the Opening stock (next period), we added the 'closing stock' to the 'requested quantity'. 

Ordering Form
This is how the ordering form would look like:
	Products
	Minimum stock
	Unit
	Opening stock
	Issued
	Closing stock
	Requested
 Quantity
	Order/
Not order
	Opening stock
(Next period)

	Hazelnuts
	10
	Kg
	7.5
	2
	5.5
	6.5
	Order
	12

	Butter wafers
	400
	Pieces
	400
	325
	75
	650
	Order
	725

	Raisons
	3
	Kg
	4
	2
	2
	3
	Order
	5

	Butter cookies
	150
	Pieces
	192
	181
	11
	320
	Order
	331

	Espresso powder
	8
	Pieces
	9
	2
	7
	3
	Order
	10

	Fruit cocktail
	7
	Kg
	10
	3
	7
	3
	Order
	10

	Baguettes
	32
	Pieces
	37
	13
	24
	21
	Order
	45

	Vanilla sugar
	4
	Kg
	5
	1
	4
	1
	Order
	5

	Olives
	6
	Kg
	7
	1
	6
	1
	Order
	7

	Cappuccino powder
	16
	Kg
	13
	3
	10
	9
	Order
	19

	Gherkins
	14
	Cans
	16
	6
	10
	10
	Order
	20

	Eggs
	150
	Kg
	127
	40
	87
	103
	Order
	190

	Kitchen salt
	1
	Kg
	1.5
	0.5
	1
	0.5
	Order
	1.5

	Croissants
	25
	Pots
	32
	7
	25
	7
	Order
	32

	Curry powder
	1.5
	Kg
	5
	2
	3
	0.5
	Order
	3.5

	Sugar
	15
	Pots
	12.5
	3.5
	9
	9.5
	Order
	18.5

	Tea
	75
	Kg
	80
	10
	70
	15
	Order
	85

	Peanuts
	1.5
	Pieces
	1.5
	1
	0.5
	2
	Order
	2.5

	Peppermints
	2
	Kg
	3
	1.5
	1.5
	2
	Order
	3.5

	Beef cubes
	2.5
	Kg
	5
	2.5
	2.5
	2.5
	Order
	5

	Walnuts
	2
	Loafs
	3
	2
	1
	3
	Order
	4

	Creamy butter
	275
	Kg
	412
	134
	278
	131
	Order
	409

	Rice
	15
	Boxes
	13
	2
	11
	6
	Order
	17

	Slice bread
	10
	bottles
	12
	4
	8
	6
	Order
	14

	Almond paste
	2.5
	Kg
	3
	2
	1
	3.5
	Order
	4.5

	Pernod
	7
	L.
	8
	1
	7
	1
	Order
	8

	Port Burmeister
	10
	L.
	7.5
	0
	7.5
	2.5
	Order
	10

	Grape juice red
	25
	L.
	19
	2
	17
	10
	Order
	27

	Beer Amstel
	50
	L.
	36
	9
	27
	32
	Order
	59

	Beer Brand
	6
	L.
	4
	2.5
	1.5
	7
	Order
	8.5

	Amaretto Di Sarrono
	20
	L.
	27
	6
	21
	5
	Order
	26

	Orange juice
	25
	L.
	15
	7
	8
	24
	Order
	32

	Whisky Four Roses
	3.5
	L.
	4.5
	1
	3.5
	1
	Order
	4.5

	Passoa
	50
	L.
	43
	36
	7
	79
	Order
	86

	Cola light
	40
	L.
	42
	14
	28
	26
	Order
	54

	Whisky Glenfiddich
	40
	L.
	48
	5
	43
	2
	Order
	45

	Sherry Osborne Medium
	25
	L.
	30
	4
	26
	3
	Order
	29

	Rivella
	20
	L.
	16
	4
	12
	12
	Order
	24

	Cognac Martel
	3.5
	L.
	4
	1.5
	2.5
	2.5
	Order
	5

	Water
	50
	L.
	34
	15
	19
	46
	Order
	65

	Sherry Osborne Pale Dry
	35
	L.
	42
	10
	32
	13
	Order
	45

	Cola
	5
	L.
	7.5
	2.5
	5
	2.5
	Order
	7.5

	Dom Benedectine
	5
	L.
	4.5
	1
	3.5
	2.5
	Order
	6

	Campari
	20
	L.
	16
	2
	14
	8
	Order
	22

	Tomato juice
	35
	L.
	42
	10
	32
	13
	Order
	45

	Cola
	35
	L.
	42
	10
	32
	13
	Order
	45

	Dom Benedectine
	3.5
	L.
	4
	0.5
	3.5
	0.5
	Order
	4

	Whisky Dimple
	10
	L.
	5.5
	2.5
	3
	9.5
	Order
	12.5

	Vermouth Martini
	6.5
	L.
	9.5
	3.5
	6
	4
	Order
	10

	Apple juice
	25
	L.
	20
	4
	16
	13
	Order
	29


Program Manual

We have used Microsoft Excel, as it is the most helpful and appropriate program for all the tasks in this assignment. It is obviously very accurate, quick and easy to use as long as we knew the exact formulas that we have to insert.

We have calculated the Closing Stock by subtracting the Issued from the Opening Stock, so Closing Stock = Opening stock – Issued.
For the Requested Quantity, we added the Minimum stock with the Issued, then we subtracted the Closing stock, so Requested Quantity = Minimum stock + Issued - Closing stock.
In order to find the Opening Stock (next period), we had to add the Closing stock to the Requested quantity, so Opening stock (next period) = Closing stock + Requested quantity.
Here is the Manual for Mr. William Garnet:

Insert the number of issued items and requested quantity, then the Opening Stock (next period) will be automatically calculated by itself. Then it will inform you if the item is to be ordered or not.

After that, go to 'File'; press on the button “Save as” to save all the information entered in any file you want to keep. You can also select “Print” to print the items to be ordered.

Conclusion

Here we have demonstrated the Grand Hotel Stockholm inventory list and we have explained our findings. We have also shown an example of how the ordering form would look like. Then we have put a program manual, explaining our findings to Mr. William Garnet, as well as some information on how to use the program.  
Part C

Part C

Introduction

In this section, we will put tables for the cost allocation in the direct method and step method. All the tables will have an explanation of our findings underneath them, compare between the results for both methods, and then we will add a conclusion.
[image: image10.emf]A&G expense=

116,096.64

Cost Allocation: Direct Method

Explanation of findings
For the table above, to find the Income before fixed charges we added the Total of rooms, F&B, Gift shop, Telephone, as well as the Total of AG, Marketing, PO & M & EC.
[image: image11.emf]Revenue Today Netto Actual Today Netto % Actual %

Total rooms 43,164.60              866,226.82

67.50% 72.32%

Total Food 11,889.98              217,144.99       

18.59% 18.13%

Total Beverage 6,230.44 57,024.87

9.74% 4.76%

Total O/I F&B 775.00 14,446.00

1.21% 1.21%

Total Other Income 1,888.35 42,897.38

2.95% 3.58%

Gross Revenue 63,948.37 1,197,740.06


[image: image12.emf]Division of Gross Revenue- June30th 2005

43164.6

11889.98

6230.44

14446

1888.35

0

10000

20000

30000

40000

50000

$

Total Rooms

Total Food

Total Beverages

Other Income F&B

Other Income


[image: image13.emf]Division of Gross Revenue- Actual 
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Explanation of findings
To find the Proportion to rooms, we divided the surface of rooms by the Total, and we multiplied it by 100 e.g. =(E23/E27)*100.

We did the same equation with the rest, such as F&B, Gift shop and Telephone.
For the Amount allocated, we multiplied the Surface 'Proportion to rooms' with the 'Insurance', and then we divided it by 100 e.g. =(B51*B46)/100.

This was exactly done with the rest, and the same equation was used for all other columns, such as Book value fixed assets, PO & M & EC surface, percentage of turnover and amount of employees. 
To find the Total, we added 'Insurance' to 'Administrative & General'. We did the same with all the other totals. 
[image: image14.emf]Products Minimum stock Unit Opening stock Issued Closing stock

Requested

 Quantity

Order/

Not order

Opening stock

(Next period)

Food

Hazelnuts 10 kg 7.5 2 5.5 6.5 Order 12

Butter wafers 400 pieces 400 325 75 650 Order 725

Raisons 3 kg 4 2 2 3 Order 5

Butter cookies 150 pieces 192 181 11 320 Order 331

Espresso powder 8 kg 9 2 7 3 Order 10

Fruit cocktail 7 cans 10 3 7 3 Order 10

Tomato ketchup 6 Bottles 9 0.5 8.5 -2 Not order 6.5

Cilli Sauce 1 L. 3 1 2 0 Not order 2

Baguettes 32 pieces 37 13 24 21 Order 45

Vanilla sugar 4 kg 5 1 4 1 Order 5

Olives 6 pots 7 1 6 1 Order 7

Gelatine powder 1 kg 2.5 0.5 2 -0.5 Not order 1.5

Cappuccino powder 16 kg 13 3 10 9 Order 19

Gherkins 14 cans 16 6 10 10 Order 20

Eggs 150 pieces 127 40 87 103 Order 190

Honey 8 pots 10 0.5 9.5 -1 Not order 8.5

Kitchen salt 1 kg 1.5 0.5 1 0.5 Order 1.5

Croissants 25 pieces 32 7 25 7 Order 32

Curry powder 1.5 kg 5 2 3 0.5 Order 3.5

Sugar 15 kg 12.5 3.5 9 9.5 Order 18.5

Tea 75 boxes 80 10 70 15 Order 85

Peanuts 1.5 kg 1.5 1 0.5 2 Order 2.5

Peppermints 2 pieces 3 1.5 1.5 2 Order 3.5

Beef cubes 2.5 kg 5 2.5 2.5 2.5 Order 5

Walnuts 2 kg 3 2 1 3 Order 4

Creamy butter 275 gr. 412 134 278 131 Order 409

Rice 15 kg 13 2 11 6 Order 17

Slice bread 10 loafs 12 4 8 6 Order 14

Flower 10 kg 15 2 13 -1 Not order 12

Almond paste 2.5 kg 3 2 1 3.5 Order 4.5

Beverages

Pernod 7 L. 8 1 7 1 Order 8

Port Burmeister 10 L. 7.5 0 7.5 2.5 Order 10

Grape juice red 25 L. 19 2 17 10 Order 27

Beer Heineken 3.5 L. 7.5 1.5 6 -1 Not order 5

Beer Amstel 50 L. 36 9 27 32 Order 59

Beer Brand 6 L. 4 2.5 1.5 7 Order 8.5

Amaretto Di Sarrono 20 L. 27 6 21 5 Order 26

Orange juice 25 L. 15 7 8 24 Order 32

Whisky Four Roses 3.5 L. 4.5 1 3.5 1 Order 4.5

Passoa 50 L. 43 36 7 79 Order 86

Cola light 40 L. 42 14 28 26 Order 54

Whisky Glenfiddich 40 L. 48 5 43 2 Order 45

Seven up 3.5 L. 7 1 6 -1.5 Not order 4.5

Sherry Osborne Medium 25 L. 30 4 26 3 Order 29

Rivella 20 L. 16 4 12 12 Order 24

Cognac Martel 3.5 L. 4 1.5 2.5 2.5 Order 5

Rum Bacardi 6 L. 9 0 9 -3 Not order 6

Tonic Schweps 15 L. 24 0 24 -9 Not order 15

Water 50 L. 34 15 19 46 Order 65

Sherry Osborne Pale Dry 35 L. 42 10 32 13 Order 45

Cola 5 L. 7.5 2.5 5 2.5 Order 7.5

Dom Benedectine 5 L. 4.5 1 3.5 2.5 Order 6

Campari 20 L. 16 2 14 8 Order 22

Cointreau 3 L. 6 0 6 -3 Not order 3

Tomato juice 35 L. 42 10 32 13 Order 45

Sherry Osborne Pale Dry 3 L. 6 0 6 -3 Not order 3

Cola 35 L. 42 10 32 13 Order 45

Dom Benedectine 3.5 L. 4 0.5 3.5 0.5 Order 4

Whisky Dimple 10 L. 5.5 2.5 3 9.5 Order 12.5

Vermouth Martini 6.5 L. 9.5 3.5 6 4 Order 10

Apple juice 25 L. 20 4 16 13 Order 29


Explanation of findings
To find the Net income, we subtracted the Total of 'Income loss after' from the 'Income tax' e.g. 81,500 - 32,600= 48,900 (Net Income).
Cost Allocation: Step Method

[image: image15.emf]Other data per department  Amount of employees Surface (m2)

Rooms 35 9900

F&B 25 2700

Gift Shop 4 120

Telephone 2 45

    Total

66 12765

A&G 10 300

Marketing 5 150

PO & M &EC 4 300

    Total

19 750

Book value fixed assets

8,450,000

3,175,000

55,000

32,000

11,712,000



375,000

125,000

657,000

1,157,000


[image: image16.emf]Expense to be allocated Insurance: Depreciation Property Operation & Maintenance & Energy Cost: Marketng: Administrative & General: Total

Amount of allocated 20700 90500 80100 71000 113000 375300

Allocation base  Surface Book Valu Fixed Assets Surface Percentage of turnover Amount of Employees

Proportion to

Rooms 77.56 72.15 77.56 61.43 53.03 341.72

F&B 21.15 27.11 21.15 33.52 37.88 140.81

Gift shop 0.94 0.47 0.94 1.62 6.06 10.03

Telephone 0.35 0.27 0.35 3.43 3.03 7.44

Amount allocated

Rooms 16,054 65,294 62,122 43,617 59,924 247,011

F&B 4,378 24,534 16,942 23,797 42,803 112,454

Gift shop 195 425 753 1,150 6,848 9,371

Telephone 73 247 282 2,436 3,424 6,463

[image: image17.emf]Net revenues  Cost of sales  Payroll and related expenses Other expenses Income(lose) before Allocation expenses  Income(lose) after

Rooms 580,100 ---- 140,500 48,500 391,100 247,011 144,089

F&B 316,500 116,000 100,500 45,500 54,500 112,454 -57,954

Gift shop 15,300 3,000 3,500 3,300 5,500 9,371 -3,871

telephone 32,400 12,900 7,500 6,300 5,700 6,463 -763

   Total

944,300 131,900 252,000 103,600 456,800 375,300 81,500

Income tax

32,600

Net income

48,900


Explanation of findings
For the table above, to find Insurance for rooms, we multiplied the 'Total amount insurance' to the 'Insurance proportion of service', and then we divided it by 100. The same equation was done for the rest.
In order to find Depreciation for rooms, we multiplied the 'Total amount' by 'Proportion of book value fixed assets'. We did the same for all the other categories. 
For the A&G Expense, we had to add the 'Income loss before A&G expense' to the 'Total fixed charge of A&G expense'.

[image: image18.emf]Rooms 35 46.67% 54,178.43

F&B 25 33.33% 38,698.88

Telephone 2 2.67% 3,095.91

Gift Shop 4 5.33% 6,191.82

Marketing 5 6.67% 7,739.78

PO & M & EC 4 5.33% 6,191.82

TOTAL

75 100.00% 116,096.64

Amount Allocated Department Number Of Employees Proportion Total Employees


[image: image19.emf]Oct Nov Dec Jan Feb Mar

Cash Inflow

Sales 180,000 140,000 260,000 60,000 120,000 100,000

180,000 140,000 260,000 60,000 120,000 100,000

Cash Outflow 

Purchases  160,000 180,000 140,000 50,000 50,000 50,000

Other expenses 20,000 20,000 20,000 20,000 20,000 20,000

Refurbishing Shops 80,000

Wages & Salaries 30,000 40,000 30,000 30,000 30,000 30,000

Rates 50,000

Rent 60,000

Taxation  75,000

210,000 320,000 250,000 295,000 100,000 150,000

Net cash flow

-30,000 -180,000 10,000 -235,000 20,000 -50,000

Opening Cash -90,000 60,000 -240,000 250,000 -485,000 505,000

Closing Cash  60,000 -240,000 250,000 -485,000 505,000 -555,000


Explanation of findings
To find the Proportion total employees, we divided the 'number of employees' for rooms by the 'Total number of employees', and then we multiplied it by 100. We did the same equation for all the other departments. 

In order to find the Amount allocated, we had to multiply the 'Proportion total employees' for rooms by the 'A&G expense'. The same thing was done for all the other departments. 
[image: image20.emf]PO & M & EC

91,372


[image: image21.emf]Oct Nov Dec Jan Feb Mar

Opening stock 170,000 222,000 318,000 302,000 316,000 294,000

Purchases 160,000 180,000 140,000 50,000 50,000 50,000

330,000 402,000 458,000 352,000 366,000 344,000

Cost of goods sold 108,000 84,000 156,000 36,000 72,000 60,000

Closing balance 222,000 318,000 302,000 316,000 294,000 284,000

[image: image22.emf]Rooms 9,900.00 76.66% 70,040.95

F&B 2,700.00 20.91% 19,102.08

Telephone 45.00 0.35% 318.37

Gift Shop 120.00 0.93% 848.98

Marketing 150.00 1.16% 1,061.23

TOTAL

12,915.00 100.00% 91,371.60

Department Number Of Surface Proportion Total Surface Amount Allocated

[image: image23.emf]Marketing=

80,909.80


[image: image24.emf]Rooms 580,100 61.43% 49,704.30

F&B 316,500 33.52% 27,118.45

Telephone 32,400 3.43% 2,776.11

Gift Shop 15,300 1.62% 1,310.94

TOTAL

944,300 1.00 80,909.80

Department Turnover (revenue) Proportion Total Revenue Amount Allocated


Explanation of findings
To find the Net Income, we subtracted the 'Total of income loss after' from the 'Income tax' e.g. 81,500 – 32,600= 48,900 (Net Income).
Comparison of Results

We used the “Direct method” and the “Step method” of cost allocation to the costs made by non-profit departments in Grand Hotel Stockholm, and comparing between them, we can see that the results are the same, but the difference is the method of application due to the tables and calculations. 
The Net income of the direct method and the step method were the same (₤ 48,900).
The other differences are the results from the costs of service of the Support departments towards the other support departments and operating departments. We will explain this in the following conclusion.
Conclusion

For the Direct method, the Service providers of service’s costs are allocated directly to the operating departments, so this method does not really show that some service departments provide services to other service providers.
The table for the direct method also shows us that the providers of service which are A&G, Marketing, PO &M & EC, insurance and depreciation are directly allocated to the service productions, which are Rooms, F&B, Gift shop and Telephone.
For the Step method of cost allocation, the service providers costs are allocated to other service providers, and then to operating departments.

In this method, the support departments also provide services to each other, as well as to operating services, and that is why the step method shows that the totals of the costs to the support and operating departments are different.
We have put tables for the cost allocation in the direct method and step method. All the tables were explained in terms of our findings. After that, we have compared between the results for both methods.

Part D

Part D

Introduction

For this final part, we will show the cash flow statement and profit & loss account of Grand Hotel Stockholm for the 6 months, along with the stock level at the end of June 30th 2005. Every table will have an explanation of the calculations underneath.

Cash Flow Statement

[image: image25.emf]A&G PO&M&EC Marketing Rooms F&B Telephone Gift Shop

113,000.00 80,100.00 71,000.00

3,096.64 5,079.78 1,108.80 74,586.96 26,463.29 293.96 571.00

116,096.64 85,179.78 72,108.80

6,191.82 7,739.78 54,178.43 38,698.88 3,095.91 6,191.82

0.00

77,306.46 70,041.00 19,102.00 318.00 849.00

0.00

156,046.24 49,704.00 27,118.00 2,776.00 1,311.00

0.00 248,510.39 111,382.17 6,483.87 8,922.82



Service Centers Profit Centers

Unallocated service center cost

Allocated per step 1

Cost to be allocated 

A&G

TOTAL:



PO&M&EC



Marketing


The following are the calculations made in the cash flow statement:
· Net cash flow= Cash inflow – cash outflow

· Closing cash= Net cash flow – Opening cash flow
Profit & Loss Account for 6 months

[image: image26.emf]Net revenues  Cost of sales  Payroll and related expenses Other expenses Income(lose) before Allocation expences Income(lose) after

Rooms 580,100.00 140,500.00 48,500.00 391,100.00 248,511 142,589.00

F&B 316,500.00 116,000.00 100,500.00 45,500.00 54,500.00 111,382.00 -56,882.00

Gift shop 15,300.00 3,000.00 3,500.00 3,300.00 5,500.00 8,923.00 -3,423.00

Telephone 32,400.00 12,900.00 7,500.00 6,300.00 5,700.00 6,484.00 -784.00

  Total 944,300.00 131,900.00 252,000.00 103,600.00 456,800.00 375,300.00 81,500.00

Income Tax

32,600.00

Net Income

48,900.00


The following are the calculations made in the profit and loss account:
· Gross profit= Sales-cost of sales  (860,000-516,000=344,000)

· Net loss= Gross profit-expenses (344,000-560,000=-216,000)

Stock level at the end of June 30th 2005

The following were the calculations made for the stock level:
· Opening stock + purchases (170,000+160,000=330,000)

· Cost of goods sold=60% of sales ( E.g. In October sales was 180,000, so 60% of 180,000 = 108,000)

· Closing balance=330,000-cost of goods sold (330,000-108,000=222,000)
Our findings

We have found out that Grand Hotel Stockholm is not performing really well, because looking at the profit & loss account, we can see that there's a net loss of (-216,000). In the cash flow statement, we can also see that the closing balance is negative (-555,000), which means that the operation is not maintaining its performance.
Conclusion
We have finally shown the cash flow statement and profit & loss account of Grand Hotel Stockholm for the 6 months, along with the stock level at the end of June 30th 2005. Every table had an explanation of the calculations underneath.

Final Conclusion

In conclusion, we found out that Grand Hotel Stockholm is not doing very well, because the profit & loss account shows a net loss of (-216,000). This means that the operation is losing due to lack of control. The cash flow statement also shows that the closing balance is negative (-555,000), which means that the operation is not maintaining its performance. In our opinion, we think that the hotel's performance might improve and gain net profit if control is taken constantly through back of house management, so that all transactions and data showing the hotel's performance would be obvious for the management, and therefore they would be able to see where they are going wrong or where they have to improve. 
In this assignment, we made an analysis on the hotel's daily report, an analysis of their stock management and an overview of costs made by non-profit departments. For the first part of this assignment we have analyzed the daily report and room statistics along with an explanation of our findings, we have compared and shown some data between the operation and its competitor's statistics, the gross revenue division, and then talked about the yield management program. 

For the second part, we have shown the Grand Hotel Stockholm inventory list, as well as how the ordering form would look like. Then we put a program manual, explaining our findings to Mr. William Garnet with some information on how to use the program.  

For the third part, we put tables for the cost allocation in the direct method and step method. After that, we have compared between the results for both methods, then we added a conclusion in order to explain the differences.

Finally, for the last part we have shown the cash flow statement and profit & loss account of Grand Hotel Stockholm for the 6 months, along with the stock level at the end of June 30th 2005. 

Appendix
The CD of all the Excel documents and calculations of the following parts is attached at the end of the assignment:

· DailyReportHMV

· PurchaseHMV

· AllocationHMV

· Part D
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