PAGE  
1

27/05/03
61 243 Rooms Division Management

Final Exam
1. Ronaldo Hotel is a 5 star hotel consisting of 125 deluxe rooms, 54 of them are Single and the remaining are double rooms. Upon the preparation of year 2004 budget, the Rooms Division manager has to come up with the Single Rack Rate and Double Rack Rate for the coming year. The following undistributed expenses and fixed charges has been provided from the Management Information Department of Ronaldo Hotel (all estimates for 2004):

	Expense Type
	Amount
	Allocation to Rooms Division (%)

	Administrative & General 
	$ 1,000,000
	25 %

	Utility
	$ 340,000
	50 %

	Debt
	$ 250,000
	60 %

	Depreciation
	$ 80,000
	70 %

	Rent
	$ 150,000
	70 %

	Marketing
	$ 95,000
	80 %

	Maintenance
	$ 140,000
	65 %

	Insurance
	$ 100,000
	45 %


Furthermore, assume that:
· The 2004 forecasted single occupancy : 84 %
· The 2004 forecasted double occupancy: 88 %
· The daily estimated single variable Cost per occupied room: $ 15.
· The daily estimated double variable cost per occupied room: $ 18.
· Ronaldo Hotel desires to have a 30 % markup on costs for singles and 35 % markup on costs for doubles.
a) What is Ronaldo Hotel’s Single Hurdle Rate? (2 Points)
b)  What is Ronaldo Hotel’s Double Hurdle Rate? (2 Points)
c) Could you interpret the results found in part a) and b)? (1 Point)
d) What is Ronaldo Hotel’s Single Rack Rate? (2 Points)
e) What is Ronaldo Hotel’s Double Rack Rate? (2 Points)
f) Suppose that Ronaldo Hotel wants to boost Single room sales by discounting the Single Rack Rate by 7 %. Could you help management find the Equivalent Occupancy Rate? (2 Points)
g) Could you interpret the result you found in part f)? (1 Point)
N.B.: All you results for the First Question shall be rounded to two decimals!!
2. Ahmet Holiday Village has 205 rooms, 30 of them are triple, 69 are double, 10 are suites, and the remaining is single. Management decided to use the Hubbart Formula to estimate 2004 year’s single, double, triple, and suite rack rates!

Post to a preliminary work, management estimated the Average Room Rate to be $ 60 and the occupancy rate is 85 %. Moreover, management estimated the following:
· Single Occupancy: 41 %
· Double Occupancy: 30 %
· Triple Occupancy: 24 %
· Suite Occupancy: 05 %
Lastly, management desire to have the following relation between single, double, triple, and suite rack rates:
· Price Differential (Single ( Double): $ 12
· Price Differential (Double ( Triple): $ 9
· Suite Rack Rates shall be twice the price of Singles.

a) What is the daily total number of rooms expected to be sold for the upcoming year? (1 Point)
b) What is the daily number of single, double, triple, and suite rooms expected to be sold for the upcoming year? (2 Points)
c) What is the single rack rate? (2.5 Points)
d) What are the double, triple, and suite rack rates? (1.5 Points)
3. Zago Hotel's historical room nights for the past 10 years are depicted below:

	Year
	Room Nights

	1994
	30,250

	1995
	36,100

	1996
	41,205

	1997
	30,520

	1998
	45,000

	1999
	48,900

	2000
	42,500

	2001
	40,000

	2002
	35,000

	2003
	55,000


Could you forecast Year 2004 room nights (round to the nearest whole number) using:

a) Percentage Growth Method? (4 Points)
b) Double Moving Average Method? (4 Points)
c) Weighted Average Method (Simplest Method)? (4 Points)
4. Sergen Hotel has 188 rooms: 35 are triple, 50 are double and the remaining is single. On the night of December 26th, 03 the night auditor counted 136 rooms occupied, 28 are triple, 41 are double, and the remaining are single. Moreover, the night auditor reported, on the same night, 205 guests registered in the hotel, 138 of them occupy either a double or triple room. In addition, the housekeeping department communicated only 5 rooms (2 single and 3 double) out of order for the night of December 26th, 03. Lastly, the night auditor reported 3 complimentary rooms and calculated that very night’s room revenue to be $ 15,369. 
a) What is Sergen Hotel's Occupancy Rate for the night of December 26th, 03? (1 Point)
b) What is Sergen Hotel's Single, Double, and Triple Occupancy rates for the night of December 26th, 03? (3 Points)
c) What is Sergen Hotel’s Average Guest per Room Sod? (2 Points)
d) What is Sergen Hotel’s Average Daily Rate? (2 Points)
e) What is Sergen Hotel’s Average Rate per Guest? (2 Points)
5. Okan Hotel’s room prices and room type rack rates of for the Night of December 11th, 03 are depicted below:

	Number of Rooms
	Room Type
	Room Rate
	Rack Rate

	34
	Single
	$ 35
	$ 60

	28
	Single
	$ 42
	$ 60

	20
	Double
	$ 65
	$ 80

	45
	Double
	$ 70
	$ 80

	16
	Triple
	$ 85
	$ 100

	12
	Triple
	$ 90
	$ 100

	08
	Triple
	$ 94
	$ 100


Could you calculate Okan Hotel's Yield Statistic? (2 Points)
6. Why shall Room Division Managers further divide their annual budgets into semi-annual, quarter, and / or monthly budgets? (2 Points)
GOOD LUCK!
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