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Marrat Hotels

Marrat Hotels was set up 25 years ago and is a private limited company. It owns 40 hotels in different 
countries. There are 5 hotels in country X. Each hotel in the Marrat group has its own financial accounts, 
but the Head Office buys all furniture and kitchen equipment for the hotels.

Ben manages one of the hotels in the main tourist area of country X. Some of the hotel’s cash outflows 
are the same throughout the year, but the costs of food and some wages increase during the tourist 
season. The tourist season is from November to May.

Ben wants the hotel redecorated but is not sure of the best method to finance this. The hotel has 100 
rooms, a restaurant and a reception area.

Appendix 1

Cash flow forecast for Ben’s hotel in 2015
$ 000

March April May June July August

Cash inflows:

Room sales 175 175 175 50 50 50

Restaurant sales 250 250 250 50 50 50

Total cash in 425 425 425 100 100 100

Cash outflows:

Wages 250 250 250 130 130 130

Variable costs 75 75 75 50 50 50

Fixed costs 50 50 50 50 50 50

Total cash out 375 375 375 230 230 230

Net cash flow 50 50 50 (130) (130) (130)

Opening balance 100 150 200 250 120 (10)

Closing balance 150 200 250 120 (10) (140)

Note: the numbers in brackets are negative.
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Appendix 2

Quotation for hotel redecoration

Hotel rooms –
Painting costs per room $200
New carpets per room  $200

Restaurant area –
Painting  $1 000
New flooring $3 000

Reception area –  
Painting  $2 000
New flooring $4 000

Appendix 3

Daily News August 2014

The Government has reported that the number of foreign tourists travelling into country X has fallen 
this year. This year’s fall was due to a recession in many of the countries where the tourists come from. 
Economic growth is starting to increase and the number of tourists is expected to rise in 2015. We 
expect a continuing growth in the demand for hotel rooms during the tourist season over the next few 
years as consumers’ income levels rise.

A recent trend is for businesses to hold their meetings in hotel rooms when only a few people need to 
meet. This is much cheaper for the businesses than renting rooms in conference centres which hold 
a large number of people. This is an excellent opportunity for hotels to increase their income not only 
from the room rental but also from restaurant meals.
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