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Case Text
Julia Deere is a graduated RUG alumni of the Marketing Master. Her family has a long tradition in hospitality management. Julia, despite the fact that she did different marketing jobs and internships during her study, wants to continue the tradition. Equipped with her young mind and open to innovative ideas, she is developing a business plan for her future company in the hospitality industry, a new hotel, with a firm sense of corporate social and ecological responsibility. Julia knows a lot about marketing and about the technical and logistic aspects of the hospitality industry, but accounting and financial planning have been obstacles during her study. She really hated this and promised herself to forget about it, once she finally scored a sufficient grade after several exam trials. She thinks, there will always be somebody (a friend) who can “(ac)count” much better. Now imagine that you are the ones asked to equip Julia with financial and accounting planning, so she can talk to her large, wealthy family about her project.
The description of Julia´s hotel
Julia’s grandparents have purchased an old hotel complex at a favourable price on a piece of ground located on the outskirts of a very small, picturesque village, amidst the forests, rivers, and lakes on the western edge of Poland. The hotel is situated about 15 miles from the border of Germany. Her grandparents are willing to let Julia have a go at it.[endnoteRef:1]  The hotel borders on a small lake (fishing, swimming), and the surrounding area is criss-crossed with cycle and walking routes. On the site of the hotel is an old well where pure water can be drawn from. Additionally, there are good road connections to larger cities in the area in Poland and Germany, such as Berlin and Poznan. [1:  Assume Julia’s current financial situation is similar to yours. Describe it but keep it simple. All the capital budgeting issues in this case must be simplified - ceteris paribus. Capital budgeting is being elaborated more in depth in the next course you will follow in the MSc BA OMC program namely “financial management” lecturer Sandra Tillema. Your questions on that as well issues arising can be clarified in that course.  ] 

The hotel must become a niche player in the hospitality industry, focusing on the wealthier section of the market, both new rich and old rich, who would be willing to pay extra for accommodation that would cater to the growing needs for both spiritual depth and a healthy life style in a rapidly changing and demanding world. Julia aims at offering not only accommodation, but also a sense of ‘connectiveness to the inner self’. Of course, her hotel is to acquire the Green Key certificate, an international eco-label for sustainable hotels worldwide. 
The hotel currently has 60 rooms, 2 conference rooms, one for 60 and one for 40 persons, a restaurant (seating 100 persons), and a bar. Additionally, there are 30 one bedroom cottages, and 20 two bedroom cottages on the grounds. Julia has collected some data that is delivered to you in an accompanying Excel file. Use the data to develop advice using the points below as a guidance. Use course book knowledge to perform the analysis. You are free (and in fact encouraged) to use any additional data or literature. Do not forget to mention all the references.

1. Effect of the uncertainty in decision making: How are you going to cope with uncertainty? We do not know whether Julia is an optimist or a pessimist. Show where the Hurwicz Alpha point would be, which would decide whether to take more or less risky options in financial planning or investment (you can check your life optimism ratio using the LOT survey to visualize the results). Use this for a decision on investment in solar energy and its effect on company profit.
2. The rooms in the hotel are currently standard rooms. Julia is considering giving the rooms an upgrade to better reflect the awareness of body and mind that she aims for. These upgrades would cost XXX[footnoteRef:1] euro per room, and the price of the room would be raised by 10%. Julia expects occupancy rates for the new rooms to be the same in the first year but these may change in the following years. Prepare scenario analysis for two options with two different room types, highlight changing cells. [1:  This is up to your consideration. We publish additional file “Cost-Estimating-Guide.pdf” with overview of the renovation costs- you may make your own team selection of it.] 

3. Financial planning: Make a financial planning for the first 5 years of the hotel’s operations.
4. Demand and price sensitivity: Prepare a sensitivity analysis for different levels of marketing expenses, room prices and demand for hotel rooms (use a 20% threshold).
5. [bookmark: _GoBack]Classify and estimate costs: prepare a cost overview with the cost classification. Discuss the functional form of the cost fucntion, the best suited cost estimation technique and show the cost model for learning.
6. ABB budget: Prepare a budget using the Activity Based Budgeting technique. Discuss the advantages and disadvantages of this technique in this case.
7. Performance Management System: Prepare a multidimensional performance chart (include performance chart here]  that Julia could use to manage the hotel’s results – specify leading and lagging indicators when using BSc or Nests for Tableau du Board. 
8. Internalize externality costs: Make an overview of the full cost approach (including the externalities): conceptual and numerical. How does incorporating the full cost approach influence the competitiveness of the hotel. What would be your advice? Suggest and provide concrete arguments to match Julia’s specific vision and ambitions in the hospitality industry. Develop sustainable KPIs to monitor and accomplish that ambition.
9. Transfer Price: After a successful start in Poland, Julia wants to expand her activities across the border and she aims at setting up a chain of hotels according to the same concept, starting with hotels in 2 other countries in Europe. She has found useful properties in Czech Republic, Ukraine, Lithuania, and Germany. In which 2 countries would you advise her to start, and, once realized, would the transfer price concept be applicable in this case? Describe arguments and inform about the conditions and challenges for TP to apply. Consider e.g. aspects such as tax rate, intercompany services,  management fee, use of intangibles, and arm’s length aspects. Illustrate this with an example calculation.
10. Assignment  based on chapters 11 and 12: As you are aware by now, the book repeatedly points out the limitations of management accounting in relation to bounded rationality of decision makers, imperfect information, and uncertainty or even ambiguity of future conditions or outcomes. Near the end of the book, these limitations become more profound. Therefore, in the next section of the case assignment, you will have to deal with a decision of Julia, which will force you to deal with these uncertainties. 
After establishing and consolidating her chain of hotels in Europe, Julia seeks to further expand by exploring the Caribbean market. Julia remembers from her university days in Groningen, that a few small islands in the Caribbean are part of the Dutch kingdom, where they speak Dutch, and she decides that the tourist island of Curaçao might be the perfect stepping stone for further expansion in this region. She asks you to present a plan on how to enter the Curaçaoan market, which inter-organizational management controls to apply, and how to set up an effective incentive system. Use approx. 1,500 words to report about Julia’s request, and rather than merely reproducing theory, make sure that you apply the theory of chapters 11 and 12 to the specific context and business case. (note: these 1,500 words a part of total of 5,000)

Some additional remarks: In the Word report you comment on the findings as developed under the points above and provide concrete suggestions for Julia and her hotel operations. You need to reflect on all points above. You do not have to do it point by point but for the evaluation review purposes name to which points you refer in the text+ you can do it by giving headings (referring to the content not the technique) or giving the numbers in the margin so as not to disturb the logical flow of the text. You need to analyse your findings and reflect on the quantitative solutions. It means that for example if it occurs that the financial planning for five years (under 3) does not create positive income, then you need to think of and suggest a solution to that problem.
Case INSTRUCTIONS
In this assignment you will work out a case and write a case report. You work in teams of 4 students.
The objective of the assignment is to develop a comprehensive management accounting advice for a company in the form of a written report.  The inputs needed are relevant data collection (financial and non-financial), processing and analyzing information and applied accounting techniques with Excel software as an instrument to build a comprehensive advice on hypothetical business operations.  
You need to deliver two files: a case report (Word file) and corresponding calculations (Excel file). Both files will be used for evaluating your result according to the evaluation form presented further in this document. Your group’s output will be evaluated, provided you manage the division of work division fairly and efficiently. If serious and grounded concerns arise (timely) about the way the group cooperated on the report, the lecturer may decide to grade the report based on individual work, and an individual grade may be applied (see the Study Guide of the course for detail).
The calculation part of this assignment needs to be performed in Excel and delivered in an Excel file in an organized manner using the relevant techniques as described in the course book . It is important that each question/issue is prepared in a separate worksheet. You may utilize the templates for solutions as published on the Nestor site for the weekly assignments of the course to prepare your analysis. Information (as part of the solutions in Excel) which is essential to argue your advice needs to be placed in your case report in the form of a table and/or graph . The case report must be comprehensive and understandable as a stand-alone document. The Excel calculations are provided as an in-depth analysis and additional explanation. The report must be written in English.
 Give a name to your group and use it as a name of the file you will submit at the deadline, follow the example Apple_Group1. The reports must be submitted digitally. The Word report must be submitted through Ephorus, the Excel file must be submitted through regular assignment. Both in Nestor.  
The deadline to deliver the report is: 27.03.2018  24.00 hrs
Reports delivered after the deadline will be reviewed in the second resit round.
Required Word report lay-out:
1. You work the assignments out in Word. The interpretation and the calculations are under each point.
2. This is an open book assignment. You can use any source of information; the literature in the course book and articles are compulsory.
3. You are advised to use additional literature or data sources if it enriches your advice (it will positively contribute to the final grade).
4. Mention all the sources and literature in the reference list. 
5. We expect the Word file to be approximately 5,000 words.     
6. Mention your personal data (name, address, student number, etc. and the time that you committed to finish the report) at the end of the report, after the literature and other references.
Assessment criteria for the Word and Excel part: 
1. For this report you can acquire max. 80 points (the criteria for points are explained): 
a. 20 points for the lay-out (e.g. neat edition, complete references, both parts comprehensive and readable, no mistakes)
b. 30 points for the Word report (e.g. the quality of the advice, the strength and to the point argumentation supported by the literature, - i.e. course book, course articles or others -, concise answers organized in easily understandable (for the reader) manner, comprehensiveness of the solution in the report)
c. 30 points for the Excel calculation part (e.g. correctness of the use of the accounting techniques, application of the Excel tools, formula’s, additional analysis suggested and performed correctly).
2. The Word reports will be scanned for plagiarism. Avoid quoting the literature literally, but refer to it and rework/use it to apply to your solution; this will help to avoid suspicions of plagiarism. 
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