61 243 Rooms Division Management

Final Exam Answer Sheet

1. List the documents that the housekeeping department shall consider, on a daily basis, in order to better schedule their room maids and inspectors for an expected business volume? From where should the housekeeping department obtain these very documents? (4 Points)

Answer: The documents that the housekeeping department shall consider, on a daily basis, in order to better schedule their room maids and inspectors for an expected business volume are:

· Expected Arrival List

· Expected Departure List

· Expected Stay-over List 

These very documents shall be provided daily by the reservation department.

2. Ilie Holiday Village is a hotel consisting of 189 deluxe rooms, 78 of them are single, 96 are double and the remaining are triple rooms. Upon the preparation of year 2004 budget, the Rooms Division manager has to come up with the Single Rack Rate, Double Rack Rate and Triple Rack Rate for the coming year. The following undistributed expenses and fixed charges have been provided from the Management Information Department of Ilie Holiday Village (all estimates for 2004):
	Expense Type
	Amount
	Allocation to Rooms Division (%)

	Administrative & General 
	$ 2,500,000
	27 %

	Utility
	$ 504,000
	65 %

	Debt
	$ 375,000
	36 %

	Depreciation
	$ 103,600
	45 %

	Rent
	$ 345,000
	75 %

	Marketing
	$ 209,300
	85 %

	Maintenance
	$ 270,090
	57 %

	Insurance
	$ 108,300
	36 %


Furthermore, assume that:

· The 2004 forecasted single occupancy: 75 %
· The 2004 forecasted double occupancy: 80 %
· The 2004 forecasted triple occupancy: 65%
· The estimated single daily Direct Expense per occupied room: $ 12.

· The estimated double daily Direct Expense per occupied room: $ 16.5.

· The estimated triple daily Direct Expense per occupied room: $ 17.75.

Lastly, Ilie Holiday Village desires to have: 

· 45 % markup on costs for single and triple rooms

· 35 % markup on costs for double rooms

	Expense Type
	Amount
	Allocation
	Rooms division Estimated Expenses

	Administrative & General 
	$2,500,000 
	27%
	$675,000

	Utility
	$504,000 
	65%
	327,600

	Debt
	$375,000 
	36%
	135,000

	Depreciation
	$103,600 
	45%
	46,620

	Rent
	$345,000 
	75%
	258,750

	Marketing
	$209,300 
	85%
	177,905

	Maintenance
	$270,090 
	57%
	153,951

	Insurance
	$108,300 
	36%
	38,988

	Total
	$4,415,290 
	N/A
	$1,813,814


· Total Indirect Expenses allocated to Rooms Division Department: $ 1,813,814.

· Total Number of Single Rooms Expected to be occupied (Year 2004): 78 * 0.75 * 365 = 21,352.5 rooms.

· Total Number of Double Rooms Expected to be occupied (Year 2004): 96 * 0.80 * 365 = 28,032 rooms.

· Total Number of Triple Rooms Expected to be occupied (Year 2004): 15 * 0.65 * 365 = 3,558.75 rooms.

· Indirect Expenses per day per occupied room = $ 1,813,814 / (21,352.5 + 28,032 + 3558.75) = $ 34.26.

a) What is Ilie Holiday Village Single Hurdle Rate? (2 Points) ( $ 34.26 + $ 12 = $ 46.26
b)  What is Ilie Holiday Village Double Hurdle Rate? (2 Points) ( $ 34.26 + $ 16.5 = $  50.76
c) What is Ilie Holiday Village Triple Hurdle Rate? (2 Points) ( $ 34.26 + $ 17.75 = $ 52.01
d) Could you interpret the results found in part a), b) and c)? (1 Point)

Results found for part a), b), and c) refer to the minimum room rates that Ilie Holiday Village shall set for their Single, Double, and Triple rooms. For, if we sell our rooms at less than the above found prices, management would be selling at a loss!

e) What is Ilie Holiday Village Single Rack Rate? (1 Point) ( $ 46.26 * 1.45 = $ 67.08
f) What is Ilie Holiday Village Double Rack Rate? (1 Point) ( $ 50.76 * 1.35 = $ 68.53
g) What is Ilie Holiday Village Triple Rack Rate? (1 Point) ( $ 52.01 * 1.45 = $ 75.42
h) Suppose that Ilie Holiday Village wants to boost Triple room sales by discounting the Triple Rack Rate by 9 %. Could you help management find the Triple Equivalent Occupancy Rate? (2 Points)

· Equivalent Triple Occupancy Rate = 0.65 * ($ 75.42 – $ 17.75) / (($ 75.42 * 0.91) – $17.75) = 0.65 * (57.67 / 50.88) = 0.7367 = 73.67 %
i) Could you interpret the result you found in part f)? (1 Point)

For Ilie Holiday Village’s profitability not to worsen (after discounting at 9 %), the Triple Occupancy Rate shall increase from 65 % to al least 73.67 %.

3. Sergen Resort Hotel has 258 rooms, 46 of them are triple, 109 are double, 24 are suites, and the remaining is single. Management decided to use the Hubbart Formula to estimate 2004 year’s single, double, triple, and Studio rack rates!

Post to a preliminary work, management estimated the Average Room Rate to be $ 75 and the occupancy rate is 70 %. Moreover, management estimated the following:

· Single Occupancy: 30 %
· Double Occupancy: 50 %
· Triple Occupancy: 15 %
· Studio Occupancy: 5 %
Lastly, management desire to have the following relation between single, double, triple, and studio rack rates:

· Price Differential (Single ( Double): $ 15
· Price Differential (Double ( Triple): $ 8
· Studio Rack Rates shall be three times the price of Singles.

a) What is the daily total number of rooms expected to be sold for the upcoming year? (1 Point)

· Total number of rooms expected to be sold daily = 258 * 0.70 = 180.60 rooms.

b) What is the daily number of single, double, triple, and studio rooms expected to be sold for the upcoming year? (2 Points)

· Total number of single rooms expected to be sold daily = 180.6 * 0.30 = 54.18 rooms

· Total number of double rooms expected to be sold daily = 180.6 * 0.50 = 90.30 rooms

· Total number of triple rooms expected to be sold daily = 180.6 * 0.15 = 27.09 rooms

· Total number of studio rooms expected to be sold daily = 180.6 * 0.05 = 9.03 rooms

c) What is the single rack rate? (2 Points)

Let x be the single rack rate.

· (54.18 * x) + (90.30 * (x + 15)) + (27.09 * (x + 15 + 8)) + (9.03 * 3 * x) = 180.60 * 75 (198.66 x + 1,354.5 + 623.07 = 13,545 ( 198.66 x = 11,567.43 ( x = $ 58.23
d) What are the double, triple, and studio rack rates? (1 Point)

· Double rack rate = $ 58.23 + 15 = $ 73.23
· Triple rack rate = $ 58.23 + 23 = $ 81.23
· Studio rack rate = $ 58.23 * 3 = $ 174.68
4. Etoo Hotel's historical room nights for the past 15 years are depicted below:

	Year
	Room Nights

	1989
	14,640

	1990
	18,710

	1991
	20,350

	1992
	21,896

	1993
	25,407

	1994
	26,300

	1995
	30,890

	1996
	31,205

	1997
	36,520

	1998
	40,000

	1999
	45,900

	2000
	43,630

	2001
	38,000

	2002
	42,000

	2003
	49,000


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

a) Percentage Growth Method? (2 Points)

· Total Percentage Change = (49,000 – 14,640) / 14,640 * 100 = 234.70 %

· Yearly Percentage Change = 234.70 % / 15 = 15.65 %

· 2004 Forecasted Room Nights = 49,000 * 1.1565 ≈ 56,667 room nights.

b) Double Moving Average Method? (2 Points)

	Year
	Room Nights
	Double Moving Average

	1989
	14,640
	------------

	1990
	18,710
	16,675.00

	1991
	20,350
	19,530.00

	1992
	21,896
	21,123.00

	1993
	25,407
	23,651.50

	1994
	26,300
	25,853.50

	1995
	30,890
	28,595.00

	1996
	31,205
	31,047.50

	1997
	36,520
	33,862.50

	1998
	40,000
	38,260.00

	1999
	45,900
	42,950.00

	2000
	43,630
	44,765.00

	2001
	38,000
	40,815.00

	2002
	42,000
	40,000.00

	2003
	49,000
	45,500.00


· Total Percentage Change (Double Moving Average Column) = (45,500 – 16,675) / 16,675 * 100 = 172.86 %

· Period’s Percentage Change = 172.86 % / 14 = 12.35 %

· Forecasted 2004 Double Moving Average = 45,500 * (1.1235) = 51,118.066 room nights.

· Forecasted 2004 room nights = (51.118.066 * 2) – 49,000 ≈ 53,236 room nights.

c) Weighted Average Method (Simplest Method)? (2 Points)

	Year
	Room Nights
	Coefficient
	Weighted Average

	1989
	14,640
	1
	14,640

	1990
	18,710
	2
	37,420

	1991
	20,350
	3
	61,050

	1992
	21,896
	4
	87,584

	1993
	25,407
	5
	127,035

	1994
	26,300
	6
	157,800

	1995
	30,890
	7
	216,230

	1996
	31,205
	8
	249,640

	1997
	36,520
	9
	328,680

	1998
	40,000
	10
	400,000

	1999
	45,900
	11
	504,900

	2000
	43,630
	12
	523,560

	2001
	38,000
	13
	494,000

	2002
	42,000
	14
	588,000

	2003
	49,000
	15
	735,000

	
	
	
	

	
	Total
	120
	4,525,539


· Forecasted 2004 room nights = 4,525,539 / 120 ≈ 37,713 room nights.

5. Fatma Hotel has 123 rooms: 23 are triple, 48 are double and the remaining is single. On the night of April 27th, 04 the night auditor counted 93 rooms occupied, 15 are triple, 43 are double, and the remaining are single. Moreover, the night auditor reported, on the same night, 155 guests registered in the hotel, 120 of them occupy either a double or triple room. Moreover, Fatma Hotel’s night auditor counted 50 rooms occupied by more than 1 guest. In addition, the housekeeping department communicated only 4 rooms (3 single and 1 triple) out of order for the night of April 27th, 04. Lastly, the night auditor reported 5 complimentary rooms and calculated that very night’s room revenue to be $ 10,546.

a) What is Fatma Hotel's Occupancy Rate for the night of April 27th, 04? (1 Point)

· Fatma Hotel’s Occupancy Rate = 93 / (123 – 04) * 100 = 78.15 %
b) What is Fatma Hotel's Single, Double, and Triple Occupancy rates for the night of April 27th, 04? (3 Points)

· Fatma Hotel’s Single Occupancy Rate = 35 / (52 – 03) * 100 = 71.43 %
· Fatma Hotel’s Double Occupancy Rate = 43 / 48 * 100 = 89.58 %
· Fatma Hotel’s Triple Occupancy Rate = 15 / (23 – 01) * 100 = 68.18 %
c) What is Fatma Hotel’s Multiple Occupancy for the night of April 27th, 04? (2 Points)

· Fatma Hotel’s Multiple Occupancy = 50 / 93 * 100 = 53.76 %
d) What is Fatma Hotel’s Average Guest per Room Sod? (2 Points)

· Fatma Hotel’s Average Guest per Room Sold = 155 / (93 – 05) = 1.76 Guest per Room Sold

e) What is Fatma Hotel’s Average Daily Rate? (2 Points)

· Fatma Hotel’s Average Daily Rate = $ 10,546 / (93 – 05) = $ 119.84 per Room Sold

f) What is Fatma Hotel’s Average Rate per Guest? (2 Points)

· Fatma Hotel’s Average Rate per Guest = $ 10,546 / 155 = $ 68.04 per Guest

6. Esra Hotel has 206 rooms. Mr. John, the Front Office Manager of Esra Hotel, is responsible to forecast the total number of rooms available for sale for the night of June, 05th, 04. He was given the following pieces of information (All concerning the night of June 5th, 04):

· Total number of  room reservations: 180

· Total number of stay-over rooms: 10 

· Total number of  room Expected check-outs: 24

· Total number of  room Expected to be Out Of Order: 06 

Moreover, Mr. John obtained the following updated estimates from Esra Hotel’s Management Information System:

· No-Show Percentage: 3 %

· Walk-Ins Percentage:  7 %

· Understays Percentage: 4 %

· Overstays Percentage:  9 %

Could you help John to calculate Esra Hotel's Number of Rooms Available for Sale for the night of June 05th, 04? (4 Points)

· Total number of guest rooms = 206 rooms

· Total number of expected Out of Order rooms = 06 rooms

· Total number of expected stay-over rooms = 10 rooms

· Total number of reservations = 180 rooms

· Total number of expected No-show rooms = 3 % * 180 = 5.4 rooms

· Total number of expected Understay rooms = 4 % * 24 = 0.96 rooms

· Total number of expected Overstay rooms = 9 % * 24 = 2.16 rooms

· Total number of expected Walk-in rooms = 7 % * 180 = 12.6 rooms

Therefore, the total number of rooms expected to be available for sale for the night of June 05th, 04 is: 206 – 06 – 10 – 180 + 5.4 + 0.96 – 2.16 – 12.6 = 1.6 rooms.

GOOD LUCK!
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