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A few words from the sponsor of this edition of the
Uniform System of Accounts for the Lodging Industry

Hospitality Financial and Technology Professionals is the international society for
financial and technology professionals in the hospitality industry. Serving the
industry since 1953, HFTP provides outstanding educational programs, networking
opportunities, and information resources to hospitality professionals around the
world. HFTP also awards the Certified Hospitality Accountant Executive (CHAE)
and Certified Hospitality Technology Professional (CHTP) designations.

The goal of HFTP is to be recognized by the global business community as the

authoritative information source on finance and technology for the hospitality
industry. We are reaching that goal through the following.

Invaluable Resources

www.hftp.org. The HFTP Web site provides members with convenient access
to industry checklists, forms, and tips; streaming video and audio educational
sessions; CHAE and CHTP reviews; online meeting registration; publication
archives; Job Mart; membership directory and ability for members to update
their profiles; and resources for chapter leaders.

The Bottomline. Produced eight times a year, HFTP's professional journal pro-
vides members with industry news covering everything from taxes and
technology to HR and accounting issues.

Infoline. HFTP's bimonthly newsletter notifies members of association activi- -
ties on both the local and international levels, providing well-deserved recog-
nition to chapters and individual members for their contributions to the
hospita]ity industry.

Industry Partnerships. We pride ourselves on enhancing the image of financial
and technology professionals through increased visibility, support, and net-
working in the hospitality industry. HFTP represents members at industry
meetings and associations, and has collaborated with other organizations to
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conduct industry research in the areas of hospitality salaries, technology,

capital, and e-business. : ,

Education and Technology

HITEC (Hospitality Industry Technology Exposition and Conference): www.
hitec.org. Internationally known, this conference offers industry professionals
the largest, most comprehensive coverage of hospitality technology of its kind
in the world. HITEC offers live demonstrations of the latest in hospitality
technology, equipment, products and services, first-rate educational pro-
grams, and networking.

Annual Convention & Tradeshow. More than 600 members attend the Annual
Convention & Tradeshow each year to participate in information-sharing,
educational sessions, and fun-filled entertainment.

Professional Development Seminars. Each year, a series of specialized educa-
tional opportunities are offered to various segments of the hospitality indus- -
try, including the Club Controllers Conference, Hotel Controllers Conference,
and Casino Controllers Conference.

Online Master’s Program. HFTP has collaborated with the University of
Nevada, Las Vegas to provide an online master’s degree in hospitality admin-
istration (finance or technology concentration). HFTP members are eligible for
tuition discounts. .

Professional Opportunities

Certification. The Certified Hospitality Accountant Executive (CHAE) desig-
nation is recognized worldwide as a symbol of achievement and competence.
The Certified Hospitality Technology Professional (CHTP) designation—
co-sponsored with the Educational Institute—symbolizes a high level of com-
petency and professionalism in hospitality technology. Individuals who earn
these designations are respected by employers and colleagues for their high
level of commitment and dedication.

Networking. The Colleague Advisory Network connects members who have
expressed experience on particular subjects with members who have ques-
tions in that area. In addifion, local chapters around the world provide mem-
bers with leadership opportunities, discussion forums, and social activities.

For more information, contact HFTP at 11709 Boulder Lane, Ste. 110, Austin, TX
78726, membership@hftp.org, 800-646-4387, fax: 512-249-1 533, or visit www.hftp.org
and www.hitec.org. :
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Preface

The first edition of the Uniform System of Accounts for Hotels was published in 1926
by the Hotel Association of New York:City. It represented the first successful orga-
nized effort to establish a uniform responsibility accounting system for the lodging
industry and one of the first such efforts in any industry.

All members of the original committees, appointed by the Hotel Association
of New York City to prepare a uniform system of accounts for hotels, deserve com-
mendation for their untiring devotion to the completion of this task. The personnel
of these committees were as follows:

Proprietor’'s Committee

E. M. Statler, Chairman—Hotel Pennsylvania

L. M. Boomer—The Waldorf-Astoria Julius Manger—Hotel Times Square
1. Fluegelman—12 East 86th Street Fred A. Muschenheim—Hotel Astor
David H. Knott—Hotel Albert Charles G. Stamm—Hotel Willard

Arthur L. Lee—Hotel McAlpin George W. Sweeney—Hotel Commodore

Accountants’ Committee
William J. Forster, CPA, Chairman

RHBrowne ..................... ... Hotel McAlpin
WEDodd .................... oo Hotel San Remo
R.E.Frederickson .............. ... ... . ..., Hotel Astor
CWKramer .................. .. i, Hotel Pennsylvania
E.E.Lightburne ............................. The Waldorf-Astoria
HM.Phelps ........... ... L. The Waldorf-Astoria
W.M.Ross, CPA ... i, The Biltmore
ThomasE.Ross, CPA ....... ... i, The Biltmore
R.Schickler .......... ... i i i, The Plaza
EW.Squires, CPA . ... i Hotel Astor
C.B.Stomer .................... e Hotels Statler Company Inc.

Accounting Societies

Chester P. Child, CPA, representing N.Y. State Society of CPAs
W. D. Cranstoun, CPA, representing American Institute of Accountants

One of the important results of the work of the Accountants’ Committee was the
organization of the Hotel Accountants Association of New York City. After the
printing of the first edition of the manual, a Manual Committee of the Association
was formed, which has been the medium through which the work of the original
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group has been continued. The Hotel Accountants Association of New York City
became the founding chapter of the organization now known as the Hospitality
Financial and Technology Professionals. The names of those who worked on pre-
vious revisions of the uniform systems can be found in each of those revisions.

In 1961, to meet the needs of its members, the American Hotel & Lodging
Association appointed the National Association of Accountants to develop a uni-
form system of accounts for small hotels and motels. In 1979 and again in 1986,
members of the Committee on Financial Management of the American Hotel &
Lodging Association revised the original uniform system of accounts for small
hotels to reflect the changes in terminology used in the lodging industry. The
names of the committee members involved in these publications can be found in
the respective editions.

In 1996, a decision was made to combine the two uniform system books into
one publication, called the Uniform System of Accounts for the Lodging Industry. A
subcommittee of the Committee on Financial Management of the American Hotel
& Lodging Association, with representation from the Hotel Association of New
York City and Hospitality Financial and Technology Professionals, worked to pro-
duce the new guide. The names of those involved in the publication can be found
in that book.

This publication is also the result of a joint effort of the Committee on Finan-
cial Management of the American Hotel & Lodging Association and Hospitality
Financial and Technology Professionals. The committee members responsible for
this edition are: .

W. Peter Temling, CPA, Chairman—Continental Hospitality Holdings, LLC, Inc.

KapilaK. Anand, CPA ... ... ... ... ... . ... . ... ... KPMG, LLP
Daniel Araujo’ ...........oviiiniii Fairmont Hotels & Resorts Inc.
JohnBaldante, CPA ................................ e PKE CPAs, PC
James Barnish, CHTP ................. ... .. ... ...... Gulfeagle Supply, Inc.
William J.Baumann . ............................. Carlson Hotels Worldwide
JeffreyCarter .............. ... ... ... ... Carter Hospitality Advisors
George R. Conrade, CHA, CHE, CHTP ................ University of Delaware
Michael K. Craft, CPA, CHAE,CHTP .................. Peabody Hotel Group
Clyde Cruise (retired) ............... Starwood Hotels and Resorts Worldwide
CarlosGarcia ............co i, Hilton Hotels Corporation
RachelleJohnston ................................... Smith Travel Research
RobertKalchik .............oui .. Marriott International, Inc.
Francis Kwansa, Ph.D. .............................. University of Delaware
Robert Mandelbaum ................ ... PKF Consulting
Bernard P. Morgan, CPA ....................... PricewaterhouseCoopers, LLP
TimothyMorrey ....... .. ... ... o LXR Luxury Resorts
Louis Petruzzelli, CHAE ......................... Mohonk Mountain House
Gordon Potter, Ph.D., CPA ........... oo . Cornell University
Neale Redington, ACA,CPA ......................... Deloitte & Touche, LLP
RandaSaleh ............ ... . ... ... ... . ..., Hyatt Hotels Corporation
Donald Walton, CHAE, CHTP (retired) ........ Grove Park Inn and Resort, Inc.
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Preface  xi
Charles Warczak, Jr. CPA, CHA, CHTP ....... Sunburst Hospitality Corporation

Henry A. “Buddy” Weeks, CHAE ........... R The Homestead
Melvyn M. Wilinsky, CPA ........................ Outrigger Enterprises, Inc.
"deceased

This publication is the result of cooperation between the Hotel Association of
New York City, which owns the copyright to the publication, the Educational Insti-
tute of the America Hotel & Lodging Association, which has agreed to publish and
distribute the work, and the Hospitality Financial and Technology Professionals.
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Changes from the Ninth Revised Edition

-

This Tenth Revised Edition of the Uniform System of Accounts for the Lodging
Industry contains a number of significant changes from the prior edition. These
changes include some basic philosophical changes as well as content and format
modifications to both the financial and operating statements.

Philosophical Changes

There are a number of fundamental philosophical changes in this Tenth Revised
Edition. The first is the decision that this edition would focus on only the basic
financial statements and the operating statements. As a result, Part I covers the
basic financial statements, including the Balance Sheet, the Statement of Income,
the Statement of Owners’ Equity, and the Statement of Cash Flows. All of these
statements are designed for external reporting purposes and must be prepared in
accordance with generally accepted accounting principles (GA AP). Part II presents
the departmental statements, which serve as the underlying basis for a new Sum-
mary Operating Statement. Part III continues the tradition of including informa-
tion about ratio analysis and statistics. Deleted from this edition are sections on
alternative financial statement formats, breakeven analysis, budgeting and control,
guidelines for allocating expenses, and the sample chart of accounts. Sections on
gaming operations and management companies have also been deleted. Part IV
contains the Expense Dictionary in both alphabetical and departmental formats.

A second decision was to disallow, for external reporting purposes, alterna-
tive formats of the Summary Operating Statement, the departmental schedule pre-
sentations, and the accounts or line items shown on the Summary Operating
Statement or supporting departmental schedules. Consequently, the Summary
Operating Statement and each departmental schedule included in Part IT designate
the specific revenue and expense accounts that are approved as line items for
reporting in conformity with the Uniform System, but the terms used may not be in
accordance with GAAP. Individual properties may delete irrelevant line items, but
the Tenth Revised Edition does not provide for the addition or substitution of other
revenue or expense line items. Rather, properties will now have to develop a sub-
account/sub-schedule to provide more detail related to a particular revenue or
expense item. This sub-account/sub-schedule is then to be rolled into the"
appropriate line item on either the departmental schedule or the Summary Operat-
ing Statement. This method of presentation will permit external users of financial
statements to compare the financial position and operational performance of a par-
ticular property, with similar types of properties in the lodging industry.

Financial Statements

There are only a few changes to the Balance Sheet and no significant changes to any
of the other statements in Part I. These changes reflect changes in GAAP since the
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Ninth Revised Edition. Lodging-specific changes include accounting for operating
equipment and reporting amounts due to or from owners, management compa-
nies, or other related entities.

Operating equipment includes china, glassware, silver, lmen and uniforms. -

Operating equipment that is determined to have a period of consumption of one
year or less is recorded as a current asset. Operating equipment with a period of
consumption of more than one year is recorded under Other Assets. Operating
equipment is expensed ratably to the appropriate department expense account
over its estimated useful life. On the effective date of the implementation of this
edition of the Uniform System, a property should expense, in accordance with this
Tenth Revised Edition, the balance of any remaining linen, china, glassware, silver,
or uniforms on its books. -

The Tenth Revised Edition requires the separation of amounts due to or from
the owner, a management company, or other related entities for loans, advances for
capital improvements, management fees, and other expenses or advances pro-
vided to a property. The accounts are classified as current or long term based on
their payment terms, and amounts are not offset against each other unless thereis a
legal right to offset them.

Operating Statements

There are numerous significant changes to the format and content of the depart-
mental statements. The overall statement, now titled the Summary Operating
Statement, differs from the previous edition’s Summary Statement of Income in
several ways.

First, account titles have been altered to reflect typical lodging terminology,
such as replacing the term “income after undistributed operating expenses” with
“gross operating profit” and the term “income before interest, deprediation and
amortization, and income taxes (EBITDA)” with “net operating income.”

Second, the Summary Operating Statement does not link to net income, as it
deducts from net operating income the property’s replacement reserves to obtain
adjusted net operating income. The revision committee believes that this approach
is more informative for the owner or manager who is focused on “operating cash
flows.”

Third, the Summary Operating Statement is prepared for analytical purposes
and is not in accordance with generally accepted accounting principles. It allows
for only four sources of revenue: rooms, food and beverage, other operated depart-
ments, and rentals and other income. Because of problems allocating resources
between food and beverage departments, a property may present the results of its
food and beverage operations as a single department on a combined food and bev-
erage schedule. Those properties desiring to continue to show food and beverage
as separate departments with separate food and beverage schedules may do so,
but for the Summary Operating Statement, they must combine the results into a
single food and beverage schedule. The Summary Operating Statement also
requires that a property combine all operated departments other than rooms and
food and beverage into a single revenue line item and a single expense line item.
This means that Telecommunications is no longer shown as a separate department,
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but is now one of the Other Operated Departments. Guidance is provided to dis-
tinguish when to present revenue and expenses on a gross basis (Other Operated
Department) or net basis (Rentals and Other Inceme).

Finally, this Tenth Revised Edition requires that all undistributed operating
expenses be classified into one of four categories: Administrative and General,
Sales and Marketing, Property Operation and Maintenance, and Utilities. There is
no longer an option to create separate schedules for Human Resources, Informa-
tion Systems, and Security that existed in the Ninth Revised Edition; these
expenses are now listed as line items under Administrative and General.

Room revenue is now divided into four parts: transient, group, contract, and
other. Contract Rooms Revenue is derived from a contract with a third party for a
consistent block of rooms for an extended period over 30 days. Other Rooms Reve-
nue is defined to include no-show revenue, day use fees, late and early departure
fees, and rentals of items such as rollaways and cribs. Group attrition and cancella-
tion fees are included in Rentals and Other Income, not Other Room Revenue, and
are therefore excluded from the computation of average daily rate.

The Tenth Revised Edition also develops more guidance concerning resort
fees, wholesaler sales, and allowances. Resort fees and surcharges charged at either
a flat amount or a percentage of the room rate are to be recorded as revenue. The
revenue is allocated to all departments based on the relative value of the compo-
nents included in the surcharge. Guestroom sales to wholesalers and other similar
entities are recorded at the net rate received by the property for the room, exclusive
of any taxes or other charges. Allowances includes only reductions in revenue due
to a service problem, and not an error in posting. Errors in posting, such as posting
an incorrect rate, are treated as an adjustment to revenue.

The Tenth Revised Edition also provides guidance for reporting operations
derived from projects that include elements where ownership is held by a party
other than the hotel owner. These projects could include timeshare, fractional, and
whole ownership elements where the hotel operator may be providing hotel ser-
vices for the element owners. The industry has also seen a new trend in hotel
financing that has created another variant on the hotel structure. This new concept
has become known as the condo hotel. Simply put, a condo hotel is a project
wherein hotel developers finance new hotel projects and convert existing hotels by
selling off elements of the hotel projects to third parties, while retaining key ele-
ments of the project for operational efficiency. Although the concept of a condo-
minium project wherein owners of the individual units enter into a program for
the purpose of retaining an operator to lease their units on a transient basis is not
new, a purpose-built mixed-use building that combines elements of long-term
ownership and transient rentals is becoming more commonplace. Another recent
trend has seen developers purchasing existing hotels and then selling off the hotel
units to individuals, who in turn retain the services of a hotel operator to market
their units for transient rental. Regardless of the circumstances that give rise to
mixed ownership of a hotel, the operator of the hotel is faced with the same issue:
how to report hotel revenues and expenses and how to report rate and occupancy
statistics. The Tenth Revised Edition does not deal with the timeshare and its
“cousin,” fractional ownership, which is covered by another publication. The
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Tenth Revised Edition does, however, provide direction for reporting when a
mixed-ownership project exists and operators find themselves managing certain of
the units for third parties for a fee. Under generally accepted accounting prin-
ciples, the revenues derived from such activities are for the account of the owner ..
and therefore are reported on Rentals and Other Income—Schedule 4. The criteria
for reporting rentals and other fhcome are set forth in the discussion of Schedule 4.
On the other hand, if the facts and circumstances of the relationship between the
operator and the third-party owner of the unit are such that under generally
accepted accounting principles the services performed for these owners resultin a
situation wherein the operator is required to report the revenues from the mixed
ownership unit(s), that activity is properly reported in the Rooms schedule. The
operating results from mixed-ownership projects should be reported in Other
Operated Departments if the activity meets the criteria for reporting revenues and
expenses as set forth in the discussion of Other Operated Departments—Schedule 3
and the activity is expected to last less than one year.

Changes in the food and beverage department include the classification of
food and beverage revenue sources and the format of the schedule. Food and bev-
erage revenues are identified as coming from outlet, in room dining, banquet/
catering, mini-bar, and other. Other Revenue includes audiovisual, public room
rentals, cover and service charges, and miscellaneous. Total net revenue is now
defined as the sum of food and beverage sales and other revenue less their respec-
tive allowances. Only one gross profit number is provided that is net of both cost of
food and beverage sales and cost of other revenue. ,

All of the department schedules in the Tenth Revised Edition provide much
more detail on expenses. Labor expenses are reported as Salaries and Wages and
Bonuses and Incentives. In addition, more information is provided on payroll-
related expenses. There are also more Other Expenses categories that are consis-
tent across departments. Finally, a new schedule has been created—Employee
Cafeteria.

Ratios and Statistics

The ratio and statistics section has been expanded to include added commentary
regarding the use of ratios and statistics, along with a number of new ratios related
to overall performance. These include ratios based on gross operating profit,
income before fixed charges, and net operating income. Rooms available is defined
as total rooms inventory less rooms not available for rent. Rooms not available for
rent includes seasonally closed rooms, extended closed rooms, and rooms for per-
manent house use. Also, the calculation of occupied rooms has changed to provide
consistency across measures. The numerator for the occupancy rate calculation, as
well as the denominator for the average daily rate calculation, is rooms occupied.
Complimentary rooms are not considered occupied rooms and thus do not affect
the average daily rate and occupancy calculations.

As described under the previous heading, GAAP will dictate whether mixed-
ownership activity is reported as an Other Operated Department or as Rental and
Other Income. Less defined is how to deal with the operating statistics (rate and
occupancy) for these types of projects. Until now, hotels have reported operating
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statistics for the rooms division in conformity with the criteria set forth in the sta-
tistics section of the Uniform System of Accounts. However, in this Tenth Revised
Edition, the reporting required for mixed-ownership projects requires that supple-
mental statistics be developed. Accordingly, the Tenth Revised Edition provides
guidance on computing rate occupancy and RevPAR statistics that takes into
account the operating statistics of the hotel as well as the results from mixed-own-
ership units of the hotel. Further, the Tenth Revised Edition requires that the hotel
project report its statistics to reporting agencies based upon the alternative statisti-
cal computation, which takes into account the totality of the hotel’s operating
results.

The ratios and statistics section also provides guidance for mixed condo hotel
projects where it is not clear whether the entirety of the project qualifies as a hotel
for statistical reporting purposes. Thus, while there is currently no consensus as to
what constitutes a hotel, generally speaking industry analysts have suggested that
if a project places at least 30 percent of its rooms in a transient hotel program and
the project has the elements of a hotel in its structure, such as a hotel lobby and a
front desk, the project qualifies as a “hotel” for purposes of reporting rooms statis-
tics. In such circumstances, the guidelines set forth in Part III: Ratios and Statistics
should be followed for these projects as well.

Expense Dictionary

The Expense Dictionary has been totally overhauled. The dictionary now includes
two ways of looking for expense items. The first section of the Expense Dictionary
shows the expense items alphabetically, followed by the department or depart-
ments to which the expense is charged and then the specific line item or account
name. The second section is organized alphabetically by department and then sec-
ondly by expenses appropriate to that department. In both sections of the
Expense Dictionary, many items are repeated under different names so that users
can more easily find an expense item based on what they perceive the correct item
name to be.



Introduction

A uniform system of accounts establishes standardized formats and account classi-
fications to guide individuals in the preparation and presentation of financial state-
ments. The information set forth in this uniform system is based on a consensus of
senior lodging industry financial executives, public accounting authorities, repre-
sentatives from industry benchmarking companies, and leading academic experts,
and is intended to be consistent with GAAP. The resulting standardization estab-
lished by the uniform system of accounts permits internal and external users of
financial statements to compare the financial position and operational perfor-
mance of a particular property with.similar types of properties in the lodging
industry.

Uniform System of Accounts for the Lodging Industry, Tenth Revised Edition,
is divided into four parts. Part I presents the formats and explains the line items
appearing on the basic financial statements produced for external users, such as
lenders and stockholders. The statements include:

e Balance Sheet

¢ Statement of Income

e  Statement of Owners’ Equity
e  Statement of Cash Flows

The format and level of detail for these basic financial statements should be devel-
oped to meet an owner’s financial statement needs, while remaining consistent
with GAAP.

Part II details the financial reports related to the operational activities of a
lodging property, as shown in the Summary Operating Statement and its support-
ing schedules. It details the required format and explains the line items for depart-
mental statements essential in the reporting and analyzing of operating results.

The Summary Operating Statement is not a GAAP financial statement, but
rather a statement that displays operating results, including property taxes, insur-
ance costs, and replacement reserves. Terms such as Gross Operating Profit, Net
Operating Income, and Adjusted Net Operating Income, which are used in the
Summary Operating Statement, are not GAAP terms, but are widely used within
the hospitality industry.

The statements provided were developed with full-service lodgihg proper-

ties operating food and beverage outlets in mind, but can be easily adapted to
other types of properties. For example, limited-service properties would delete
those schedufes that do not apply to their business, such as the food and beverage
schedule.

Likewise, individual properties may delete irrelevant line items, but the
Uniform System does not provide for the addition or substitution of other revenue
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and expense line items. Rather, if a property determines that more detailed infor-
mation is required, sub-accounts/sub-schedules may be prepared. These sub-
accounts/sub-schedules are then to be rolled into the appyopriate line items
detailed in the Uniform System.

Since the Uniform System of Accounts for the Lodging Industry is used by
lending institutions and specifically cited in many management contracts, those
preparing both the financial statements and the Summary Operating Statement
and its supporting schedules must adhere to the prescribed statement formats and
the classification of revenue and expense items if the financial statements are to be
“in conformity with the Uniform System.”

Part IIl deals with financial analysis and statistics and presents a series of
ratios and other information useful in analyzing the financial and operating state-
ments in both Part I and Part II. Part IV contains the Expense Dictionary.

Format of Accounts Outside the United States

The examples and formats used throughout this book follow U.S. accounting stan-
dards for the presentation of financial statements. Users of the book outside the
United States should be aware that the accounting requirements of their own juris-
dictions will not necessarily follow those of the United States. The laws of other
jurisdictions and the application of accounting standards may significantly affect
the format and presentation of financial statements.
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