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How do I interpret KPIs: Sample Hotel?
A KPI Report can be useful in interpreting a hotel's results and in helping to plan follow-up actions. To interpret your Hotel KPIs you need to do the following:
1. Examine each KPI individually and consider what factors are contributing to the results.

2. Identify trends, list positive and adverse trends separately.

3. Decide on what corrective action is necessary.
 (
1. Revenue mix -
Despite falling F&B revenues, the hotel is now more reliant on these revenue streams as they now account for 56% of total revenue. 
Rooms
 revenue has slipped
 
significantly in monetary terms as well as a % of total revenue.
Action:
 Review 
marketing policies for sales as a whole.
)KPIs for Sample Hotel
 (
2. 
Rooms management -
Room revenue has suffered severely, due to both occupancy and average rate slippages. RevPAR has decreased from €49.14 to €37.07. 
Action:
 
Review effectiveness of
 
marketi
ng & sales efforts. Refresh 
product packages.
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 (
4. Departmental profitability
Rooms Dept profitability has dropped from 66% to 59%, mainl
y due to decline in room rate. 
F&B margins have been maintained.  However, as the P&L shows, the monetary value of departmental profits has declined significantly,
 
particularly in Rooms. 
This results in reduced contribution towards fixed costs and profits.
Action:
 Review 
marketing & sales efforts, as well as resp
onsiveness of
 costs to changes in demand.
) (
3. F&B management
F&B direct costs have been managed quite successfully, despite some drop in revenue. Beverage margin has slipped
 
slightly, while food margin has increased.
 
)








 



 (
5. Payroll management
While the P&L shows that monetary values of total payroll costs have fallen by €185,897, their proportion of total revenue has disimproved by 3%, largely due to the considerable drop in revenue. 
Action:
 
Pay costs need to be more responsive to changes in demand.
) (
6
. 
Overhead Management
 
Undistributed costs are relatively fixed. However, it would appear that significant efforts have been made to reduce undistributed overheads
 as the % margin is consistent or reduced, despite sales revenues falling significantly. 
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7. Profitability 
Given the serious decline in revenue, this margin has suffered. The current level of operating profit is insufficient to cover fixed
 costs.
Action
: 
Need to achieve
 
significant improvements in sales, particularly rooms, as well as continuing cost control measures.
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10. Gearing
The hotel’s higher gearing has resulted in increased pressure on profits and on cash flow. The hotel’s current level of profit is not sufficient 
to cover its interest charges. 
Also, the hotel does not have the cash resources to meet the loan repayments imminently due.
Action:
 N
eed to improve the hotel’s profitability, mainly by signif
icant improvements in revenue. 
N
eed to review current financing arrangements. 
) (
9 Working capital and liquidity 
management 
The acid test KPI reveals that this hotel cannot pay its liabilities as they fall due, with over-reliance on the bank overdraft, and a €500,000 loan repayment in the coming months.
The management of stock, debtors and creditors appears to be efficient, but maximising use of credit terms from suppliers should be monitored as this free source of finance could be curtailed.
Action:
 Update 
trading and cash flow forecasts and prepare to meet with bank manager to review funding and repayment arrangements.
)



 (
8
. Investment
The loss made this period eq
uates to a negative 2% return. 
Also, as a result of declining revenue, the revenue-earning capacity of the hotel’s fixed (non-current) assets has fallen. Major efforts are now
 
required to improve revenue so as to reverse the downward trend in
 return on investment.
)









 (
6. 
Contribution towards fixed costs and profit
 - d
ue to reduced sales and disimproved margins, we have €1
1
,
5
00 less this 
month
 to cover our overheads and provide profit  
)
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