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Blue Mist Hotel Financial Ratios
You are the Assistant Manager at the Blue Mist Hotel, a 425-room hotel in Phoenix, Arizona. The General Manager has asked you to write a report on the financial status of the hotel for the month of May. The number of rooms sold for the month of May was 8,432. It is important for hospitality managers to understand the calculation and interpretation of financial ratios. The ratios are calculated from data collected from income statements and balance sheets. The financial ratios are important to management to understand forecasting, labor optimization, and profit maximization.
The departmental income statements from the Blue Mist Hotel for the month of May are shown below. The first income statement is for the Rooms department, and the second income statement is for the Food and Beverage department. The first ratio of Occupancy % is calculated for you.
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1. Occupancy percentage. This ratio shows the success rate for selling rooms
Rooms sold divided by rooms available = Occupancy Percentage
8,432 / (425rooms x 31 days) =
8,432 / 13,175 = 
.64 X 100 =
64% Occupancy for the month of May
Note: remember to calculate room availability by the time-period for the calculation. For example, if you want the Occupancy percentage for the month of May, you need to know the available rooms for the month. 425 rooms daily multiplied by 31 days in May = 13,175 rooms available for May.
2. Cost of labor percentage for Rooms. Cost of labor percentage for F&B. This ratio shows labor productivity and allows managers to monitor labor costs.
Payroll expenses divided by total revenue = Cost of labor percentage
3. Cost of food sold percentage. This ratio shows % profits from food sales.
Cost of food sold divided by total food sales = Cost of food sold percentage
4. Cost of beverage sold percentage. This ratio shows % profits from beverage sales
Cost of beverage sold divided by total beverage sales = Cost of beverage sold percentage
5. Average daily rate (ADR). This ratio is an indicator from room sales that generate income. It can show an increase or decrease in profit margins depending on expenses.
Room revenue divided by paid room nights = Average daily rate (ADR)
6. Profit margin percentage for Rooms. Profit Margin percentage for F&B. This ratio measures the profit margin % by comparing income with expenses, and is the most important ratio indicating the overall success of a department or the hotel.
Income divided by revenue = Profit margin percentage
7. Rooms sales to total sales percentage. This ratio measures the % of income derived from the sale of rooms. Room sales is the largest revenue stream for a hotel.
Rooms revenue divided by total revenue = Room sales to total sales percentage
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Rooms Department Report

Actual Budget | Variance
Rooms Revenue $462,539 |  $528,613 $66,074
Total Rooms Payroll Expenses

Front Desk Payroll S27,215 | 32,508 5,289

Housekeeping Payroll $49,568 | 56,231 36,663
Other Expenses

Front Desk Other $17,894 $17,998 $104

Housekeeping Other S9,784 | 18,587 54,803
Rooms Department income $358,078 | 5407293 | s49,215

Food & Beverage Department Report
Actual Budget | Variance

F&B Revenue

Food Revenue $225,789 | $212,569 | (513,020)

Beverage Revenue $69,523 | _ 576,541 $7,018

Other Revenue $12,862 $13,569 $707
Cost of Sales

Food $86,594 | 69,854 | (516,740

Beverage S15820 | 17,963 $2,139
Total F&B Payroll Expenses $115,893 | 125,849 $9,956
Other Expenses S19,853 | 528,749 8,89
F&B Department Income §70,010 | $60,264 ($9,746)





