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Smart Revenue Management Techniques For 2009

HVS shares tips for effective revenue management techniques as hotels ride the 2009 economic wave. Try to
stay afloat; capture market share; be ready when the upswing returns.

Reprint - By Leora Lanz, Eydie Shapiro and Barbara Fischhof, Feb 17, 2009

With all the key industry indices down, 2009 is turning into one
big challenge. So where’s the good news?

Our industry is cyclical and the good times will return. Don’t give
up! Use this time as an opportunity to be smart with effective
revenue management strategies. Weather the down cycle and be
well positioned for when the recovery arrives.

While it may be difficult or impossible to grow revenue share,
here’s your opportunity to hone your skills and focus
attention on effective (and constantly evolving) revenue
management. The goal:

e Price rooms appropriately and affordably to keep
your current client base,

e Attract new clients now and keep them for the
long run;

e Ensure that you sell rooms at a profit;
e Maintain, and eventually grow, market share.

What constitutes effective revenue management strategies for
today?

1. Know the cost-per-occupied room and establish reasonable
Rev Par goals. Establish accurate cost breakdowns for special
packages that include food and beverage items — ensure that
special rate agreements with third party and opaque sites are
priced properly and that your net (after the third party takes
their cut) is not below the cost to maintain a room. Rate parity
across all sites and on your website is a must. In addition, be
creative and experiment with different rate plans and packages
to generate more business.

Effective revenue management also means making the most of
what you have -- merchandise. Here are a few examples:

e Up-sell suite upgrades at check-in;

e Improve food and beverage merchandising in your
guest rooms, bar, restaurant and online if possible;

e Offer incentives to your staff when they up-sell
particular items;

Good revenue management also includes reviewing wholesaler
rates for this year and next. With wholesalers asking hoteliers
to lower rates and offer free nights, use caution. Make sure that
before you say “yes,” you can actually afford to do this and that
it will make sense in the long run. If you have to make rate
concessions to good clients do them for the short term and do
not lock yourself into long agreements that you will regret
when the recovery approaches and your business improves.

. Study the revenue data available to you through STR, PMS

reservations and Hotelligence reports. Maximize your use of
these all-important tools: Here are a few examples:

e STR Report — How is your hotel trending on a 7- and
28-day basis? If the comp set is outperforming you
on any of these days, find out why and take steps to
strengthen your position.

e Hotelligence Reports — Compare your hotel’s arrival
patterns with those of the comp set. Does the comp
set enjoy strong Sunday arrivals, while your hotel
does not? Find out why and work to fix it. Then look
at the individual GDS channel production and how to
increase production through GDS media. Study
travel agency production figures and rate reports.
Can you improve your GDS production through a
more competitive Best Available Rate or GDS
advertising?
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Occupancy Rate Average Room RevPAR Room Room
January 2009 Number (%) Rates (in $CAD) (in $CAD) Supply Demand
of Rooms 2009 2008 2009 2008 2009 2008 9%chg % chg
Nova Scotia Area 1,199 34.7%  37.3% $85.27 $84.57 $29.59 $31.54 1.8% -5.5%
Halifax, NS 4,023 42.8%  46.1% $109.81  $112.93 $47.00  $52.06 3.2% -4.2%
Montreal Downtown 10,311 42.3%  40.8% $129.45  $132.72 $54.76  $54.15 23%  6.0%
Montreal Area 2,247 41.8% 42.7% $107.16  $102.99 $44.79 $43.98 0.8% -1.4%
Quebec City, QC 4,023 40.9%  42.2% $115.93  $113.17 $47.42  $47.76 0.0% -3.2%
Quebec Area 4,571 48.3% 48.0% $137.51  $139.45 $66.42 $66.94 -0.2% 0.5%
Toronto Downtown 14,272 53.3%  56.9% $141.77  $152.93 $75.56  $87.02 0.0% -6.3%
Toronto North/East 6,912 44.3% 49.5% $119.00  $119.03 $52.72 $58.92 14% -9.3%
Toronto Airport/West 8,076 63.0%  66.4% $120.57  $119.96 $75.96 $79.65 3.6% -1.7%
Ottawa, ON 6,903 54.6%  53.9% $134.97  $132.03 $73.69  $71.16 26%  3.9%
Ontario East 4,466 43.1% 42.6% $107.09 $98.90 $46.16 $42.13 0.5% 1.7%
Windsor/ Ontario SW 2,771 42.9% 46.9% $127.81  $106.51 $54.83 $49.95 11.5% 2.0%
London/ Kitchener 2,873 49.3% 49.5% $110.75  $104.47 $54.60 $51.71 0.0% -0.3%
Ontario North/ Thunder Bay 2,211 52.4%  51.2% $94.59 $90.73 $49.57  $46.45 -03% 1.9%
Ontario NC/ Sudbury 4,906 37.7% 40.0% $113.33 $96.88 $42.73 $38.75 29% -2.9%
Niagara Falls, ON 9,057 33.1% 30.2% $112.56  $111.29 $37.26 $33.61 -1.6% 7.8%
Ontario Central 3,759 42.8%  48.1% $114.60  $112.16 $49.05  $53.95 25% -8.8%
Mississauga, ON 4,597 47.9%  53.4% $108.70  $110.81 $52.07 $59.17  -0.9% -11.0%
Winnipeg, MB 3,410 52.9%  58.4% $106.21  $101.54 $56.19  $59.30 0.0% -9.5%
Regina/Saskatoon, SK 2,352 55.3% 55.1% $114.24  $102.43 $63.17 $56.44 0.0% 0.3%
Calgary, AB 8,660 55.4%  58.8% $145.70  $143.20 $80.72  $84.20 -0.1% -5.7%
Edmonton, AB 8,754 56.8%  62.2% $128.50  $120.40 $72.99  $74.89 3.5% -5.5%
Alberta North Area 3,142 48.2% 60.3% $149.59  $137.87 $72.10 $83.14 4.0% -16.8%
Alberta South Area 8,200 46.2% 47.4% $128.61  $122.25 $59.42 $57.95 2.8% 0.1%
Vancouver Downtown 8,146 48.0%  56.2% $136.21  $139.32 $65.38 $78.30 1.1% -13.6%
Vancouver/ Burnaby Area 1,737 48.9%  54.8% $105.94  $104.04 $51.80 $57.01  -04% -11.2%
Richmond-Surrey/ East Area 3,993 58.9%  62.5% $119.81  $117.40 $70.57 $73.38 24% -3.4%
British Columbia Area 5,289 53.6% 60.3% $211.50  $223.74 $113.36  $134.92 0.7% -10.5%
Kamloops/ Kelowna Area 4,807 34.8%  37.1% $98.25 $92.84 $34.19  $34.44 1.3% -5.0%
Vancouver Island 4,501 41.2%  44.6% $92.53 $93.00 $38.12  $41.48 1.7% -5.9%
Provinces
Alberta 31,125  51.1%  55.8%  $129.54 $121.15 $66.19  $67.60  25% -6.2%
British Columbia 30,614 43.8% 48.5% $119.77  $120.47 $52.46 $58.43 1.2% -8.6%
Manitoba 4,349 48.2% 54.9% $92.77 $84.03 $44.72 $46.13 0.1% -12.1%
New Brunswick 4,642 35.0% 35.9% $98.96 $93.83 $34.64 $33.68 3.3% 0.8%
Newfoundland 1,833 45.5% 46.5% $104.51  $100.52 $47.55 $46.74 05% -1.7%
Nova Scotia 5,222 39.5%  39.6% $102.93  $106.97 $40.66  $42.36 23%  2.3%
Northwest Territories 124 INS INS INS INS INS INS INS INS
Ontario 77,693 44.9% 46.7% $114.37  $112.85 $51.35 $52.70 13% -2.6%
Prince Edward Island 949 29.5%  30.2% $63.96 $62.39 $18.87  $18.84  -06% -2.6%
Quebec 26,596 41.3% 42.3% $114.70  $113.52 $47.37 $48.02 15% -1.0%
Saskatchewan 6,457 60.3% 54.5% $98.32 $90.65 $59.29 $49.40 02% 10.9%
Yukon Territory 281 INS INS INS INS INS INS INS INS
Canada 189,885 44.6% 46.9% $115.21  $112.40 $51.38 $52.72 15% -3.4%
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e Reservation Systems — If denials in a particular rate players in successful rate management and hotel profitability.
category are high, make changes in that category and
evaluate activity on a daily basis. Perhaps review the
average length of stay and create minimum length of
stay rates to capture additional transient room nights.

The word on the street for Revenue Management is “Don’t be
foolish; don’t discount.” But since someone in your
competitive set most likely will, it is a decision you will likely
be faced with. Tread lightly in all market segments and

_ _ ) remember to keep these arrangements on a short leash.
3. Know what your competitors are up to on a daily basis. Don’t

be afraid to call their reservations departments (both local and HVS Sales & Marketing Services can assist in developing your
CRO) and ask about packages and special rates. In addition, be  revenue management practices. We’ll assess your current position
sure to visit your competitors’ websites on a daily basis so you and document a plan for improvement, establish a revenue
can be aware of rate changes and special web-only offers. Be  management training program and strengthen your team by
sure to visit competitive set hotels to familiarize yourself with  guiding weekly calls.

the product in order to price your own rooms competitively.

. i . For information, visit www.hvs.com or contact Leora Lanz at
Revenue management is a daily practice, and should not be 515 5438828 x 278: or llanz@hvs.com. A

relegated to once a week meetings. Your GM, DOS/M, and
Revenue, Reservations and Front Office Managers are all key

DEFINITIONS

Occupancy: Rooms sold divided by rooms available.

Room Revenue: Total room revenue generated from the sale or rental of rooms.

Average Daily Rate (ADR): Room revenue divided by rooms sold.

Room Revenue Per Available Room (RevPAR): Room revenue divided by rooms available (occupancy times average room rate will closely

approximate RevPAR).

If you have any questions regarding this publication please send a message to bmacdonald@hvs.com
Web Site: http://www.hvs.com

The Canadian Lodging Outlook is a joint publication of Smith Travel Research and HVS, Vancouver and Toronto, Canada. If you wish
to reprint any of the articles presented through HVS's website, prior permission from HVS and the respective article’s author must be
granted. For further information please contact info@hvs.com. Hospitality Valuation Services, HVS and HVS logo are registered service
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HVS is the leading consulting and appraisal firm specializing solely in the hospitality industry. HVS personnel have university degrees in Hotel
Administration, or actual hotel work experience, and are taking further courses of study to obtain recognized real estate designations. HVS has consulted
for over 10,000 hotels in 55 countries. For a complete list of consulting and valuation offices click here.
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STR provides information and analysis to all major Canadian and U.S. hotel The Hotel Association of Canada is a federation of provincial and

chains. Individual hotels, management companies, appraisers, consultants, territorial associations, hotel chains and suppliers with a mandate

investors, lenders and other lodging industry analysts also rely on STR data for to represent members nationally and internationally and to provide

the accuracy they require. With the most comprehensive database of hotel cost-effective services that stimulate and encourage a free market
performance information ever compiled. STR has developed a variety of accommodation industry.

products and services to meet the needs of industry leaders. OFFICE:

OFFICE: Anthony Pollard,

735 E. Main St., 1206-130 Albert Street,

Hendersonville, TN 37075 Ottawa, Ontario K1P 5G4
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