The Blackpool Hospitality Business Part 1

Buying the Business
(revised November 2009)

Introduction

This booklet addresses two main issues. The first considers what you need to run a successful Hotel / Guest House business and the entry options available. Secondly we look at the setting up the business from selecting premises to preparing business plans and raising finance.

The Blackpool hospitality business is very much a case of “one size does not fit all”! From semi-retired ‘life style’ 6 bed-roomed guest houses, via specialist stag and hen party B&Bs to sea front Hotels catering for hundreds of guests the sector has all the possible extremes.

So some of the advice can only be in very general terms and may not apply to your business at all.

Nonetheless, we hope that the booklet will be of some help.

However, if you have any questions please do not hesitate to contact the undersigned. If we can’t give a definitive answer to your problem we promise to find someone who can!

If you have not done so already we also suggest that you read our (also free) sister booklet - ‘The

Blackpool Hospitality Business Part 2 - Running Business’.
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Chapter 1
Is it the Right Business for you?
This chapter may seem to be all about putting you off ‘your dream’ but there is no harm in a dose of reality at the start. At least this will prepare you for what you are likely to expect. Overcome all the doubts and concerns and you are well on the way to running a successful enterprise.
A ‘Reality’ check

1) Do you like people? People are your source of income. You need to be really like and be interested in people and be able to at least tolerate even the most ‘notable’ idiosyncrasies they bring along with them. People can be difficult and you will often need extraordinary reserves of patience!

2) Are you prepared to let others appear to be the centre of your life? Making guests feel important and pampered is the mainstay of being a good host. Demands can often be downright unreasonable but even against your better judgement you will find yourself trying to make them happy.

3) Can you live with strangers wandering around your home and treating it as their own? Are you willing to make yourself available 24 hours a day?

4)  Is your partner and your family as committed to the lifestyle as your are? Without dedication and eagerness from all relationship problems and subsequent business problems are almost inevitable. Operating a Guest House with a family is an issue in its own right and requires special consideration.

5) Are you a great housekeeper? Are you orderly to the point of obsession? “Near enough is never good enough’ when it comes to presenting you Guest House to your clients.

Your guest’s experience should be of such high quality that they spread the news about your friendly helpful attitude and your clean immaculate accommodation. Word of mouth is by far the most effective marketing tool in your armoury.
More about You

Are you made of the ‘right stuff’?
 No matter what type of self-employment you choose you will find that your personal skills pool will need cover far more areas than if you are just working in a job!
Are you…..

Well organised – to run a business you need to be systematic.
A self starter – with no boss watching over you, you need to motivate yourself.
A problem solver – decisions to make, crises to avoid….there is no one else to turn to!

Confident – able to ‘sell yourself’ to banks, guests, suppliers etc. but not arrogant or overbearing!

Able to negotiate and resolve conflict.

Willing to learn from others – why ‘re-invent the wheel’? Be on the look-out for ideas and advice. Many people are willing to pass on their knowledge and experience.

A leader – you are the boss now! Hiring, motivating and dismissing help are your tasks now.
Able to handle stress – if things are getting on top of you there may be no one else to turn to. Youcan’t duck out, only ‘get on with it’.

Gregarious - as the host you need to be naturally pleasant and agreeable. You need to be comfortable in all sorts of company and patient and tolerant even when you are tired and starting to feel a little grumpy.
Failure

The main reasons for failure in any new business (and many fail within the first 3 years) are….
Lack of business and management experience.
Inadequate, inaccurate or simply non-existent financial records.
Drawing too much money from the business to support an inappropriate lifestyle.
Lack of capital (the business not having enough money to sustain early development).
However, with the right help and support all of the above issues can be overcome.

Are you still with us? If so read on…..
Chapter 2
The Right Business Proposal

The accommodation market in Blackpool covers a huge range of variations and business objectives.

To cover every niche in any great detail is beyond the scope of a booklet like this. Consequently

topics will be considered in broad terms and prospective hoteliers are advised to consider seeking

professional guidance when narrowing down to specifics concerning their chosen ‘niche’.
Location

It would be a potentially misleading generalisation to divide the area too specifically in Hotel

‘types’ and markets.

It is advisable to discuss your own requirements with the Estate Agents (but always bear in mind

who the Agent is working for!) or your professional business development adviser who is working

for you and will be independent and impartial.

A tour of the area should give you some idea but specialist local knowledge is an essential part of

the process.

Leasehold or Freehold?

Purchasing the freehold of a hotel means that you, in effect, own the building outright subject, of

course, to any business loans (mortgages). The process is similar to buying a house in that respect.

If you need to raise a loan to buy a freehold a substantial deposit is required as will be money to cover a whole range of fee payments (this is covered in detail later) not to mention working capital and initial refurbishments and promotion. This could make the initial outlay prohibitive for some.

Interest on loan payments (but not repayments of capital borrowed) is an allowable business expense for tax reasons.

In a buoyant property market the value of your premises will go up and equity can then be used to

raise additional loan funds if required. On sale of the business and subject to capital gains tax equity

is retained by you. However, in a declining market there is always the danger of negative equity.
Leases are normally for 5 or 7 years and usually are on a repairing basis which means that you are responsible for keeping the property in good order. So it is important to check the condition of the

building and negotiate variations if possible. As well as the up front cost of the lease there will be

rent to pay - usually quarterly but usually tax deductible. The lease will give details of rent reviews.

Choosing a leasehold business usually means that initial costs are lower but, obviously, the building

is never owned by you. This means that you may not fully realise the benefits of adding value

through any structural improvements like en-suite facilities. Moreover it is notoriously difficult to raise loans to buy leases and to borrow money using them as security.
Money

Remember it is not just the cost of the freehold/leasehold, fixtures and fittings & goodwill that need

to be considered. You must also make provision for repairs and renewals (see chapter 4) and factor

in an amount of working capital to help keep your cash flow positive during the first couple of years

(see chapter 5). Your adviser will help with this.
The Business

Once you had located a potential venture you need to consider the following with the help of your

Adviser :-
How long have the present owners been in the business and how many years has it been profitable?

What is the state of current bookings. Check the reservations diary?
Check the visitor’s book. It should give you some idea of what the guests like about the place. If it

is successful how much is owing to the current owners and how much to location, the quality of the

rooms etc. etc.

Try and find out how much repeat business there is. Are the current owners planning to open a new

Guest House and how much business will they take with them?

How accurate do the accounts look? Your adviser will be able to check them against industry

standards and advise on potential.

Have any renovations and extensions been undertaken with the necessary permissions. Any

problems should become manifest during a survey or conveyance process.

Blackpool is a dynamic town. Are there any plans for the area and how will these impact on your

prospective premises and trading style.

Is the current operator strongly connected with the success of the business? For example, is he/she

an award winning chef attracting connoisseurs to the establishment?

How closely does the current trading style match what you plan to do? A close match should mean

that a viable marketing strategy is already in place. That is, the business is already listed in the

relevant guides and the internet site conveys the right message.

How much money will it need to bring the premises up to date and to stamp your own personality

on it. Often businesses tend to be a little neglected once the owners decide to move on.
As you go through these issues please keep your business-person hat on. Please don’t try and twist

the answers to suit your heart. Encourage your adviser to be the ‘spoil sport’ and act as the devil’s

advocate.

If it still looks good then read on…..
Chapter 3

Preparing for Business

Now is the time to return to the Guest House / Hotel and consider it in the context of what investment is needed – now and in the future.

Building structure – a through survey will detail any essential structural repairs that will be needed

now or in the near future. Estimates must be obtained for the work and considered in cash flow and

business plans.

The following deals with the investment requirement to bring your premises up to the appearance

and standards needed to meet your target market.
Outside

Signs - need to be smart, clean and clearly visible (preferably illuminated if this is allowed by

local authorities). Design is important and signs should be in keeping with the style of the building and area and other promotional materials like brochures and stationery (‘Corporate Branding’).

Canopies – for cohesion and balance these look good when the style is tied in with signage.

Outside areas – paths and car parks should be clear of cracks and weeds and hedges and tress neatly

trimmed. Brick walls should be clean and well pointed and rendering freshly painted. Window frames should be in good order.

Check steps and tiling regularly for slipperiness and safety in general and review outside lighting.
The Entrance

Any reconsideration of this area should be aimed at making the area project an impression of

warmth and friendliness. Maybe a brightly coloured feature wall or a striking piece of artwork and,
if the hallway is narrow, a large mirror. Avoid clutter as this can cause problems when carrying

luggage etc.

Flooring choice is important. It must be easy to clean and hard wearing. Commercial grade carpet is

very durable and designed for the purpose.
Public/Living Rooms

I ideally the guest lounge should be separate to your own. Entertainment should include music

facilities, a good wide ranging selection of book and board games. Make sure that furniture is

suitable for these activities. Television can be intrusive and given that each bedroom usually has one it may not be necessary to provide one here.
Dining Rooms

This room needs to look good but also be practical. Easy access to each cover will make your life

much easier. Chairs should be comfortable – people on holiday like to relax over breakfast.

Don’t be afraid to check out auctions or second-hand shops but also consider commercial catering

furniture suppliers.

A sideboard is essential for clearing tables and serving meals as well as providing useful storage.

But try not to clutter the surface too much with ornaments!

Crockery makes a significant statement about your style. Choose commercial quality with a thick

glaze able to withstand hot dishwasher cycles. Scratches, chips and cracks may be acceptable in a

domestic context but not for paying guests. Rolled edges are more durable than tapered ones. If

possible ask your supplier for samples you can test.

Serving Dishes/plates are a great opportunity to express your personal style.

Stainless steel cutlery is easier to clean and look after in general than silver and ornate designs.
Kitchen

This is the ‘engine room’ of your business and design requires very special consideration.

Cleanliness is the primary consideration so when refurbishing you need to take into account how

easy it is to keep clean. There are regulations covering food handling, preparation and storage and

this must also be borne in mind in your designs.

From a safety point of view flooring needs to be non slip and well lit.
Bathrooms & Toilets

En suite’s are pretty much the norm nowadays though in some niche areas such as stag party

specialists this facility is not as critical as in others.

The purchase price for a Guest House will, of course, to some extent, reflect the provision of en-suite facilities.
You also need to consider

Providing hand-rails and non slip flooring for safety.

‘All in one’ extractor fans, light and heater units are a good investment. They will ensure that the

bathroom is warm and well lit but also make sure that the room is well ventilated and so reduce

condensation and mould problems.

Shower curtains are also prone to mould and it may be worthwhile to replace them with doors.

Ideally there should be a shower cubicle separate to the bath.

Provision of a good constant supply of hot water is essential. Guests will always recall with a shiver

where they had only a cold shower, bath or shave!

For the sake of privacy doors should be fitted with locks and windows with opaque glass or blinds.

Waterproof power points for shavers and hairdryers should be provided within legal guidelines.

Invest in matching good quality towels. Provide 2 large towels per guest plus hand towels and a

face cloth. Replace these daily (or on request – some guest houses are now working to more

environmentally friendly policies and with guest co-operation change towels and bed clothes only

on request)
Bedrooms

Like so many things the extent to which you invest in the bedrooms is primarily determined by your

Market.

Buying contract quality beds is usually a worthwhile investment. They tend to be built to suit the needs of most sleepers and are reinforced around the sides (sitting on a mattress edge is one of the fastest ways of ruining it). Consider queen sized beds if the room is large enough. Single beds that can be zipped together to make a king size give you additional flexibility.

A rack for luggage helps to keep dirty heavy suitcases off the bed.

Commercial grade bed sheets and pillow-cases are designed to last. Rental services that include washing are also available.

Keep supplies of blankets and sheets and spare pillows in the room so that guests can change if it is too hot for a duvet or too cold for a duvet alone.

As a minimum each room should have a wardrobe/hanging space (with good quality wooden hangers), bedside cabinet(s), waste bin and a chest of drawers (with a mirror). Chair(s) and a desk or table should be considered if space allows.

Décor should be fairly neutral. Carpets and rugs give a cosy feeling to the room and help absorb noise. Curtains and blinds should be thick enough to block out day light – your guests are on holiday and are allowed a lie in!

Guests expect to be able to lock their door and be provided with adequate power points. Clear instructions should be provided for operating heating systems, TVs and music systems. Tea and coffee making facilities are expected as the norm nowadays. Bottled water, mints and tissues are a nice additional touch – but please cost these into your budget!
An Office

If possible you need to set aside a specific space for your business administration – better still if this can be a dedicated room. A desk, filing cabinet, phone, computer, printer and fax can take up a surprising amount of space so it will need some thought.

Try to avoid using your bedroom or lounge. Your business will invade enough of your personal

space without this additional intrusion.
Other potential areas of opening expenditure (or reasons to consider an alternative business proposa!)

Electrical Wiring – how up to date is the wiring? Are there sufficient sockets, switches etc. to meet modern expectations? When will a rewiring be needed by law anyway?

Fire Regulations and Alarms - how compliant is the business?

Heating system – how old is the boiler? Is it big enough for what is expected of it?

Equipment offered as part of the acquisition – Fridges, cookers, washing machines, dish washers, vacuum cleaners, televisions, computer etc. etc. How serviceable are these? How soon will it be before you need to start replacing them? 
Get a full inventory of the equipment, fixtures & fittings being left behind. If possible make sure that serial numbers of appliances (take photos) and guarantee documents are supplied.

Chapter 4
Will it work? The Business Plan. Part A – “The Vision”

By now all the information and data will be in place. Now is the time to try and answer the commercial and financial questions.

Investing in the services of a local experienced professional is critical at this stage.

A well thought out, objective, business plan and a financial feasibility study will help evaluate the viability and risks of your proposed venture.

Should you decide to proceed it will provide the strategic basis for the establishment and further development of your business.
The Business Plan

Recent research confirms that businesses with a business plan achieve 60% higher revenue and profit growth than those who don’t.

A business plan is a document about your proposed commercial venture and is developed through a specific identifiable process.
It…..

provides a strategic vision of your business

is a document to support your attempts to obtain capital (to sell yourself as an entrepreneur)

is an instrument for measuring performance (your plans versus what actually happens)

is a platform for solid decision-making

is a written confirmation of the viability of your enterprise (If the plan does not ‘add up’ there is obviously no point proceeding until a feasible alternative has been worked out!)

Format

There are numerous accepted formats and some are more suitable than others for your needs. The

following is one that tends to suit the Guest House business :-
1) Table of Contents – just like a book, titles and page numbers for each subject.

2) Introduction – an overview of yourself and what you hope the document will achieve.

3) An overview of the hospitality business in the area – this should be specific to the local area but consider the Fylde in general. This exercise will help you understand how the industry in structured and works. Look around the areas, stay in a few establishments, try out the attractions etc. (any costs incurred could be later tax deductible as pre-trading expenses)
4) Why you are going into the business – and what you hope to achieve. This could be a

lifestyle statements or a hardnosed business reason.

5) Vision Statement – a short but carefully considered sentence that sets out who you are and

what you are going to do (see appendix 1)

6) Mission Statement – this sets out the objectives and means that will allow your vision to

become reality (see appendix 1)

7) Executive Summary – The management structure…. who are they, what skills do they bring,

what will their roles be?

8) Business Description – specifically what kind of Guest House are you going to run – family orientated? Couples? Etc. etc.

9) Opportunities for growth – detail how you could expand if you wished. Maybe add more en-suite rooms, provide evening meals, buy the premises next door etc.

10) SWOT Analysis (Strengths, Weaknesses, Opportunities and Threats). An analysis in the

context of yourself, your business and your competitors (and other external factors).
11) Marketing Strategy – This is covered in booklet 2. How do you plan to target your

competitors? What is your pricing policy? How do you intend to promote your business?

12) Operation Plan – considering staffing and investment required in the infra-structure now and

in the future. This could be one line or quite complex if you are investing in large but run down premises!

13) Financial Plan – This is such a huge part of the Business Plan ‘jigsaw’ that we have chosen

to give a chapter all of its own.
Always remember – a good business plan is a practical one. There is no point fooling yourself. The goals must be realistic and able to be put into practice. As the foundation of your business it should be written in the context that it will drive decisions.
Chapter 5
Will it work? The Business Plan. Part B – “The Numbers”

A cash flow forecast – for the first 2 years (Appendix 2)

This monitors money coming in from sales (turnover) and from other sources (loans, grants etc.) against expenditure (stock, expenses, drawings etc.). This forecast will throw up when your cash needs are most acute so you can prepare in advance. Cash flow is not about profit. For example, you need to allow for a reduction in cash reserves on buying a new machine at the price paid but you will account for the cost as an expense against profit over the machine’s useful life.

Profit and Loss Statement (Appendix 3)

This shows how much money you have left from your sales after you have paid your expenses.

Balance Sheet (Appendix 4)

This records your assets (debtors, buildings, machines, cash) relative to your liabilities (creditors, loans, mortgages etc.) as a ‘snapshot’ based on one particular day (usually the end of your annual accounting period though computer accounts can produce one as you go along).

Break-even analysis (Appendix 5)

This analyses how much you need to make to cover your expenses and start making distributable profits.
Source and application of funds Statement (Appendix 6)

This records where the money you have spent has come from (sales, bank loans, private loans) and

how it has been used (drawings, business expenses etc.).

Personal budget (Appendix 7)

This examines how much money you need to maintain a defined lifestyle for you, your partner and family.

It will highlight necessities and extravagances and help you review your personal spending. The appendices can be supplied as spreadsheets.

It is worth considering professional advice to help you through this process. The advisor’s experience will verify that the numbers make sense, all the issues are covered and act as a ‘devil’s

advocate’ to help ensure everything is realistic.
Chapter 6
Business Structure – your legal setup

Having established that the business is viable you must consider what legal form your business will take. What you decide can be changed but this can take time and money.

The main options include :-

1) Sole Trader

2) Limited Company

3) Partnership

4) Limited Liability Partnership (LLP)
Sole Trader

Pros – Easy to set up: profits are all yours: easy to administer

Cons – Losses are all yours: It may not, in some circumstances be as tax efficient as other options:

Personal liability for debts

Losses – If you make losses you can deduct these from future profits of the business or other

income/capital gains in previous years subject to certain time rules

Set up – simply complete Inland Revenue form CWF1 within 3 months of starting your business.

Seek advice on VAT registration.
Partnership

Usually Hotel partnerships consist of life partners with maybe other family member(s). It may be that Partnership Agreements are not strictly necessary in these circumstances.

Pros – Easy to set up: profits are shared among partners: easy to administer: resources can be

pooled (financial, experience etc.)

Cons – Losses all shared among partners: It may not, be as tax efficient as other options: Joint liability for debts: Disagreements about workload, money, etc.

Losses – as sole trader but losses can all shared among partners to offset others taxable income.
Set up – A CWF1 needs to be completed for each member of the partnership and one for the

partnership itself. Get advice on VAT registration. Prepare a Partnership Agreement (see app. 9)
Limited Liability Partnership (LLP)

Pros – Liability limited amount paid for shares: may appear more credible to outsiders as reporting commitments are more stringent.
Cons – There may be liability if the company has operated fraudulently: Banks and suppliers may still want personal guarantees: Increased administration and accounts reporting commitments to

Companies House: Adherence to rules regarding display of names, registration documents etc.

Losses – as conventional partnership.

Set up – As a conventional partnership plus the completion of an Incorporation Document (LLP2)

and registering name and members with Companies house.
Limited Company

Pros – As LLP plus there can be some tax advantages under certain circumstances

Cons – As LLP. Always remember that the company is a separate entity to you. This means money,

assets etc. in the company’s name are owned by the company not by you!

Losses – Company profits can only be deducted from Company profits for the previous year, future

company profits or capital gains.

Set up – You can obtain a ‘starter pack’ from Companies House but it is usually easier to instruct an agent or other professional to do this for you. You cannot trade until all the necessary documents

have been completed properly and the company has been registered with the Registrar of Companies.
Paying Tax and National Insurance (NI)

Sole traders and partners (in both types of partnership) pay class 2 NI at a flat rate of £2.40 per week (2009/10) and class 4 at 8% of profits over a threshold and at 1% over the upper profit limit.

Sole traders and partners taxable income from all sources is simple added together and taxed according over the personal allowance

A limited company is a separate entity from its owners (the shareholders) and directors (who are employed by the company). In most cases you will be an owner and a shareholder.

The Company is liable to pay Corporation Tax on profits. Directors are paid salaries that are a tax deductible expense of the Company. Directors pay tax and NI on their salaries above the annual threshold. The Company pays employer’s NI – again on salaries above an annual threshold. So by keeping salaries below these thresholds both employee and employer NI can be avoided.

The Company make up the Director’s remuneration by awarding dividends to them as shareholders that are not liable for NI. Also dividends are paid with a 10% tax credit attached that means that unless the shareholder is ahigher rate tax-payer there is no more personal tax to pay.
Confused? Seek professional help!
Losses are generally treated more flexibly if you are sole trader or a partnership.
Chapter 7
The Business Bank Account

Opening a Bank Account

It is well worth shopping around for the right account. Many banks offer a year’s free banking when you open an account but some, subject to certain conditions, offer free banking on an on going basis.

When you open an account references and other documents stipulated in the Money

Laundering Regulations (MLR) will be required. Usually your passports or picture driving licence and utility bills with your address on.

For partnerships details of all partners and their level of authority may be required (see appendix 9 –

a suggested partnership agreement) – who signs what, who is liable, who is responsible for changes

in partnership members etc. The account continues even if partners come and go but incoming members need to confirm the bank terms and outgoing partners will still remain liable.

Company bank accounts tend to be more complex owing to the limited liability issue. The bank will need to see the company registration documents and a copy of the resolution (mandate) appointing the bank and how the account will operate. Usually the Bank will supply a draft resolution to be presented at a board meeting and agreed. Despite ‘limited liability’ the bank may require director’s personal assurances. The resolution is terminated by a board decision.
Private Bank and Building Society Accounts

It may be possible to run your business using a private account. Although there will be limitations like overdrafts and access to business advice but savings in charges should outweigh this.
Using the Account

Try to use only one bank account to run your business – this is critical if you choose to operate as a limited company as financial records are liable to very close scrutiny. Do not use your private account(s) for your business as this causes potential confusion and makes it difficult to keep track of money.

Try to avoid using credit cards. Again, if you must, reserve one exclusively for business use. If you

are a limited company the card should be in the company name.
Cash Management

Most payments made nowadays are paid using credit and debit cards directly into your bank account via the phone or internet. This means that cash has become relatively scarce. Try to reserve cash for paying the sort of expenses most appropriate to this method. Only pay cash into your account when you need to keep it out of the red.

Monitor your bank account and ensure that there is just enough in to cover direct debits and other bank suited payments. If you are lucky enough to have a healthy surplus in your bank account transfer it, even for relatively short periods, to a high interest account to get full financial benefit.

Try not to leave a request for an overdraft until the last minute. Use your forecasts to plan ahead and show your bank manager you are in control of running your business.
Chapter 8
Raising Finance
Leasehold

Generally speaking it is not usually possible to raise a loan for the purchase of the leasehold on a hotel nor is it possible to use it as security to obtain finance later. The other issues regarding leasehold are given in Chapter 2.

However, given the relatively small amounts of money needed to purchase a typical lease, specialist brokers may be able to help.
Freehold

Unlike many other businesses the ‘cornerstone’ of your business will be literally ‘bricks and mortar’, the Hotel itself, and this, of course, offers potential lenders excellent security.

Usually the asking price for a hotel is made up of 3 parts – Freehold, Goodwill and Fixtures & Fittings. You may be able use up to 60% the freehold value as security for a business loan but not

the goodwill and fixtures & fittings. So, for example :- 

Asking Price 


£300,000
Apportioned as Freehold 
£250,000

Goodwill 


  £25,000

F&F 



  £25,000




£300,000

On the freehold valuation of £250,000 you could be able to get a business loan of about  £150,000. This means you need to find up to, at least, £150,000 from other means to carry out the purchase. Even then the bank may decide to offer less depending on your experience, the current state of the business and any additional investment required so you can trade effectively.
Further outlay will include stamp duty, bank fees, legal fees, valuation fees and other arrangement fees. These can substantially add to your ‘up front’ expenditure.

You also need to consider additional funds to carry out any improvements identified in your plans and ‘Working Capital’ to keep you going on a day to day basis until sales start to come in. Your realistic business plan should be able to quantify this. It may be easier to borrow money at this point and usually at lower cost (interest, arrangement fees, time etc.) than it will be later with overdrafts and interim loans (or, worst of all, credit cards!).

Interest rates on commercial loans (mortgages) tend to be higher than on private house borrowings but unlike a private mortgage the interest can, to some extent, be claimed as a tax deductible expense. The right advice as to how to structure your loans and asset ownership can potentially save both personal and company tax and capital gains taxes.

Under most circumstances a commercial mortgage is based on a ‘self certified’ basis. This means that the lender may not need to see the business’s previous accounts though they may ask for a credible, professionally endorsed business plan. All they need to know is that their loan is underwritten (safe guarded) by the freehold value of the business and you are able to make to loan payments as they arise.
Short-term finance

There could be times when despite all your careful plans that cash flow problems arise.

For relatively small amounts of cash there are numerous solutions and 0% credit cards are an ideal solution - but only if managed correctly.

Other options include bank overdrafts or an unsecured loan.

It may, however, also be worthwhile using a situation like this to review your business’s financial

structure. Could cash flow problems be the result of poor occupancy owing to the need for investment in the hotel infrastructure (décor, en-suites, marketing etc.)?

Could it be because of high interest capital and interest repayments on small, unsecured loans?

It is well worth discussing this with a professional advisor

.

If you have not yet done so please now obtain a copy of :-

The Blackpool Hospitality Business Part 2 – Running the Business
Appendix 1 – Example Mission Statements
Bastille Hotel’s aim is to provide an excellent customer experience for all our guests.
Established as a family business for over 55 years the Antoinette continually strives to build on its unique service culture, whilst maintaining its’ personality and character.
Operating in the mid scale market, we deliver value for money whilst maintaining our core values of hard work, innovation, personal service and competitive pricing.

Our passion is to create a hotel where fresh thinking and style, coupled to a friendly, yet professional atmosphere is at the foundation of everything our Guests experience.

We want to surprise, delight and exceed our Guests expectations, so that they return and are totally confident in recommending us to others.

Guest are the most important persons in our hotel. Guests are not an interruption to our work, they are the purpose of it.

Guests are not outsiders in our hotel, they are part of it. We are not doing them a favour by serving them, they are doing us a favour by giving us an opportunity to do so.

We seek to achieve these aims by the continuous development of our management and staff through sound communications and training
MacTrevorss is an individual hotel with Traditional Values, Contemporary Approach, Empowered

Team

Our Recipe for Success:

We will strive to exceed our guest’s expectations for quality service by individual recognition and

by anticipating their needs.

We want our guests to feel delighted and encouraged to return again and again.

Our standards will clearly set us apart from other hotels in the locality ensuring our success for the future.

Recognising that our team is our most important asset, we promise to provide the right environment for all employees together with the required training, technology and resources.

Our mission is to be the best in everything we do. We never accept second best.
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Seaview Hotel Cash Flow Forecast for yar to March xx

Money In April May June July August  September October Nowember December January February March
Dry Sales 300 500 750 2000 2500 2500 2000 300 1000 300 300 300
Wet Sales 150 250 350 500 750 1250 1000 150 600 150 150 150
Money Introduced 2000 0 0 0 0 0 0 0 0 0 0 0
2450 750 1100 2500 3250 3750 3000 450 1600 450 450 450
Money Out
Rent 200 200 200 200 200 200 200 200 200 200 200 200
Rates 100 100 100 100 100 100 100 100 100 100 100 100
Administration 250 250 250 250 250 250 250 250 250 250 250 250
Motor 100 100 100 100 100 100 100 100 100 100 100 100
Food 60 100 150 400 500 500 400 60 200 60 60 60
Bar 75 125 175 250 375 625 500 75 300 75 75 75
Wages 200 200 300 300 300 300 300 200 200 200 200 200
Repairs 100 100 100 100 100 100 100 100 100 100 100 100
Light & Heat 50 50 50 50 50 50 50 50 50 50 50 50
Loan payments 100 100 100 100 100 100 100 100 100 100 100 100
1235 1325 1525 1850 2075 2325 2100 1235 1600 1235 1235 1235
Month Balance 1215 575 -425 650 1175 1425 900 -785 0 -785 -785 -785

Running Balance 640 215 865 2040 3465 4365 3580 3580 2795 2010 1225
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Projected Trading and Profit and Loss Account - period xxxxxx

Seaview Hotel
Sales 58300
Opening Stock 100
Purchases 10600
10700
Closing Stock 100
10600
Gross Profit 81.8% 47700
Other Income 265
47965
Less:
Motor Expenses 2200
Light & Heat 2450
Rates & Insurances 3000
Telephone 925
Advertising & Stationery 2400
Repairs & Renewals 11000
Sundries & Cleaing 600
Bank Charges 120
Accountancy Fees 400
Loan Interest 2400
Depreciation 7000
32495

Net Profit 15470
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Seaview Hotel
Fixed Assets

Property
Goodwill

Fixtures & Fittings
Vehicle

Current Assets

Closing Stock
Cash At Bank
Cash In Hand

Current Liabilities

Trade Creditors
Sundry Creditors

Financed By
Opening Capital

Add Net Profits

Add Cash Introduced

Less Drawings

Loans: Bank
Private

Balance Sheet as at xx000(Xxxx

100
1670
1000
2770

400
400

50000
15470

65470
9600

253000
25000
20900

1000

299900

2370

302270

55870
196600
49800

302270
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Fixed Costs These are the costs that remain the same no matter busy your business is
Rent & Rates £15,000
Administration £5,000
Loan Payments £2,000
£22,000 per annum

Variable Costs These are the costs of making/providing each unit of the product/senvice
Food £2
Linen £1
£3 per unit (say a 'room’)
Unit Price £25 per unit (say a 'room’)
So the contribution from each unit sold is  £25 - £3 = £22
To break even means selling enough units to cover you fixed costs £22,000/£22=1000 (‘'rooms')

So you need to sell 1000 units to break even - this will mean a turmover of 1000 rooms * £25= £25,000

Total Revenue

Costs/
Revenues (£)

Total Costs

Variable
Costs
1000 rooms =
125000 sales
|
Fixed Costs
2000
1
Break-even
level of sales Sales/Output

1000 ‘Rooms’
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Source and Application of Funds Mr & Mrs Smith
From ...... To ..ccuu.e.
Source Sales 61000

Tax credits 5000

Interest Earned 100

Legacy from Aunt Maud 3000

Lottery win 10

Shares in ICl sold 1000

Insurance Claim 2500
Application Business Expenses *+ 43000

Paid off Loan 5000

Reduced Credit Card balance 1000

Personal Expenses+ 15000

Increase in Bank Balance 5000

Increase in cash in hand 10

Shares in BP purcahsed 36000

72610

* exclude depreciation as this is a 'provision’ and not a cash expense
+ strictly speaking these should be covered in more detail if not shown elsewhere




Appendix 8 - Partnership Agreement

The following is no more than basic guide. You are strongly advised to seek professional advice to ensure

that the agreement suits your own specific needs.

You should have a formal agreement executed in a deed (that is, signed and witnessed) to include:

The partnership name and address and the nature of the business. Business is usually done in the

partnership name but implicitly entered into by all the partners, so they are directly liable for business

activities. Partnership assets should be put in the partnership’s name, or in the name of a maximum of four

partners as trustees for the business, to differentiate business assets from personal assets.

The date you start and end the partnership. Fixed period partnerships continue unchanged after the stated

date but a single business project partnership ends when the project is completed. If no fixed period or

specific business venture is agreed, the partnership ends when a partner gives notice. It is best therefore to

state that the partnership can only be terminated by mutual agreement.

The amount of capital contributions. No interest is payable on initial contributions, investments and

advances unless stated in the agreement. You should specify whether interest is to be paid on initial

contributions before profits are calculated.

The bank account. A statement of who can sign cheques and a provision that payments received for the

business are paid into the partnership account.

How profits are to be calculated and divided. In the absence of this clause the partners are entitled to equal

shares of cash received, less cash paid, without consideration of book and bad debts, whatever they initially

put into the business. It is also advisable to include:

the spheres of 
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