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Advanced Certificate in Facility Management for Hotels

Financial Management for Facilities

Accounting: This term refers to the process of recording, classifying, and reporting financial information,
financial statements and other documents to stakeholders, it is a crucial aspect of financial management for
facilities in the hospitality industry, as it provides a clear picture of the financial performance and position of
the hotel, enabling informed decision-making, for instance, accounting helps facility managers to prepare
and analyze budgets, identify areas of cost savings, and make strategic decisions to optimize resource
allocation.

Accounts Payable: This term refers to the amount of money that a hotel owes to its suppliers, vendors, and
other creditors for goods and services purchased on credit, accounts payable are a type of current liability,
and facility managers must ensure that they are paid in a timely manner to maintain good relationships with
suppliers and avoid late payment penalties, for example, a hotel may have accounts payable for food and
beverage supplies, cleaning services, and equipment maintenance.

Accounts Receivable: This term refers to the amount of money that a hotel is owed by its customers, guests,
and other debtors for goods and services provided on credit, accounts receivable are a type of current
asset, and facility managers must ensure that they are collected in a timely manner to maintain a healthy
cash flow, for instance, a hotel may have accounts receivable for room bookings, food and beverage sales,
and conference services.

Accrual Accounting: This term refers to a method of accounting that recognizes revenues and expenses
when they are earned or incurred, regardless of when the cash is received or paid, accrual accounting
provides a more accurate picture of a hotel's financial performance, as it matches revenues with the
expenses incurred to generate those revenues, for example, a hotel may recognize revenue from a room
booking when the guest checks out, even if the payment is not received until later.

Asset Management: This term refers to the process of managing and maintaining a hotel's physical assets,
such as buildings, equipment, and infrastructure, to maximize their value and extend their lifespan, asset
management involves regular maintenance, repairs, and replacements, as well as strategic planning to
ensure that assets are aligned with the hotel's business objectives, for instance, a hotel may implement a
preventive maintenance program to reduce equipment downtime and extend the lifespan of its assets.

Audit: This term refers to an independent examination of a hotel's financial statements and other
documents to ensure that they are accurate, complete, and compliant with relevant laws and regulations,
audits can be internal or external, and they provide stakeholders with assurance that the hotel's financial
reporting is reliable and transparent, for example, a hotel may conduct an internal audit to identify areas of
improvement in its accounting processes, or an external audit to obtain a certificate of compliance.

Budgeting: This term refers to the process of planning and controlling a hotel's expenditures to achieve its
business objectives, budgeting involves establishing financial targets, allocating resources, and monitoring
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performance to ensure that the hotel is operating within its means, for instance, a hotel may prepare a
capital budget to plan for major investments, such as renovations or equipment purchases.

Capital Budgeting: This term refers to the process of planning and evaluating major investments, such as
renovations, equipment purchases, or expansions, to determine whether they are feasible and will provide a
sufficient return on investment, capital budgeting involves analyzing the costs and benefits of each project,
as well as assessing the risks and potential returns, for example, a hotel may conduct a cost-benefit analysis
to determine whether a renovation project is worth the investment.

Cash Flow: This term refers to the movement of money into or out of a hotel, cash flow is a critical aspect of
financial management, as it determines a hotel's ability to pay its bills, invest in new projects, and reward its
stakeholders, for instance, a hotel may experience a positive cash flow when it receives payment from a
customer, or a negative cash flow when it pays a supplier.

Cash Flow Statement: This term refers to a financial statement that shows a hotel's inflows and outflows of
cash over a specific period, cash flow statements provide stakeholders with information about a hotel's
ability to generate cash, pay its debts, and invest in new projects, for example, a hotel may use a cash flow
statement to identify areas where it can improve its cash management, such as reducing accounts payable
or increasing accounts receivable.

Cost Accounting: This term refers to a method of accounting that tracks and analyzes the costs of
producing goods and services, cost accounting provides hotel managers with information about the costs
of running the hotel, such as labor, materials, and overheads, enabling them to make informed decisions
about pricing, budgeting, and cost reduction, for instance, a hotel may use cost accounting to determine
the cost of producing a meal in its restaurant, or the cost of providing a room night.

Cost-Benefit Analysis: This term refers to a method of evaluating the costs and benefits of a project or
investment, cost-benefit analysis involves comparing the expected costs of a project with its expected
benefits, to determine whether it is worth pursuing, for example, a hotel may conduct a cost-benefit
analysis to determine whether a new marketing campaign is likely to generate sufficient returns to justify its
costs.

Current Assets: This term refers to a hotel's assets that are expected to be converted into cash within a short
period, typically within a year, current assets include cash, accounts receivable, and inventory, and are used
to fund the hotel's day-to-day operations, for instance, a hotel may use its current assets to pay its
employees, suppliers, and other creditors.

Current Liabilities: This term refers to a hotel's debts that are due to be paid within a short period, typically
within a year, current liabilities include accounts payable, taxes owed, and short-term loans, and must be
paid to avoid default and maintain a good credit rating, for example, a hotel may use its current assets to
pay its current liabilities, such as accounts payable and taxes owed.

Depreciation: This term refers to the decrease in value of a hotel's assets over time, due to wear and tear,
depreciation is a non-cash expense that is recognized in the income statement, and is used to allocate the
cost of an asset over its useful life, for instance, a hotel may depreciate its building, equipment, and
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furniture over a period of years.

Financial Management: This term refers to the process of planning, organizing, and controlling a hotel's
financial resources to achieve its business objectives, financial management involves budgeting, forecasting,
and decision-making, as well as managing risk and ensuring compliance with relevant laws and regulations,
for example, a hotel may use financial management to optimize its revenue streams, reduce costs, and
improve its profitability.

Financial Statement: This term refers to a document that provides information about a hotel's financial
performance and position, financial statements include the balance sheet, income statement, and cash flow
statement, and are used by stakeholders to make informed decisions about the hotel, for instance, a hotel
may use its financial statements to report its revenue, expenses, and profit to its stakeholders.

Forecasting: This term refers to the process of predicting a hotel's future financial performance, forecasting
involves analyzing historical data, market trends, and other factors to estimate future revenues, expenses,
and profits, for example, a hotel may use forecasting to predict its occupancy rates, average daily rates, and
revenue per available room.

Funding: This term refers to the process of obtaining capital to finance a hotel's operations, investments, or
other activities, funding can come from various sources, such as loans, grants, or investors, and must be
managed carefully to ensure that the hotel's debt levels are sustainable, for instance, a hotel may use
funding to finance a renovation project, or to expand its operations into new markets.

Hospitality Industry: This term refers to the sector that provides accommodation, food, and beverages to
travelers and other customers, hospitality industry includes hotels, restaurants, bars, and other
establishments that provide services to guests, for example, a hotel may be part of a larger hospitality
group, or may operate independently.

Income Statement: This term refers to a financial statement that shows a hotel's revenues, expenses, and
profits over a specific period, income statements provide stakeholders with information about a hotel's
ability to generate profits, and are used to evaluate its financial performance, for instance, a hotel may use
its income statement to report its revenue, cost of sales, and net income to its stakeholders.

Investment: This term refers to the act of putting capital into a project or asset with the expectation of
generating a return, investment can take many forms, such as purchasing equipment, renovating a building,
or acquiring a new business, for example, a hotel may invest in a new marketing campaign, or in a
technology system to improve its operations.

Liability: This term refers to a hotel's debts or obligations that must be paid, liability can be current or long-
term, and must be managed carefully to ensure that the hotel's debt levels are sustainable, for instance, a
hotel may have liabilities such as accounts payable, taxes owed, and long-term loans.

Liquidity: This term refers to a hotel's ability to pay its debts and meet its financial obligations, liquidity is
critical for a hotel's survival, as it determines its ability to operate on a day-to-day basis, for example, a hotel
may use its cash and other liquid assets to pay its bills, or to invest in new projects.

Read online: https://certificates.HealthCareCourses.org.uk/glossaries/
3314028/financial-management-for-facilities

HealthCareCourses (An LSIB brand) · 21 Jun 2026



G LO S S A RY

Maintenance: This term refers to the process of keeping a hotel's physical assets in good condition,
maintenance involves regular repairs, replacements, and inspections to ensure that assets are operating
efficiently and effectively, for instance, a hotel may have a maintenance program to ensure that its
equipment, building, and infrastructure are in good working order.

Management Accounting: This term refers to a method of accounting that provides hotel managers with
information to make informed decisions about the hotel's operations, management accounting involves
analyzing costs, revenues, and profits, as well as identifying areas for improvement, for example, a hotel
may use management accounting to determine the cost of producing a meal in its restaurant, or the cost of
providing a room night.

Marketing: This term refers to the process of promoting a hotel's products and services to potential
customers, marketing involves advertising, sales, and other activities to attract and retain guests, for
instance, a hotel may use social media, email marketing, and other tactics to promote its brand and services.

Net Present Value: This term refers to the present value of a hotel's expected future cash flows, net present
value is used to evaluate the feasibility of a project or investment, and to determine whether it is likely to
generate a sufficient return, for example, a hotel may use net present value to evaluate the feasibility of a
renovation project, or a new investment opportunity.

Operating Budget: This term refers to a hotel's budget for its day-to-day operations, operating budget
includes revenues and expenses related to the hotel's core activities, such as room sales, food and beverage
sales, and labor costs, for instance, a hotel may use its operating budget to plan for its revenue streams,
reduce costs, and improve its profitability.

Operational Risk: This term refers to the risk of loss or damage to a hotel's operations, operational risk can
arise from various sources, such as equipment failures, supply chain disruptions, or cyber attacks, for
example, a hotel may have operational risk related to its food and beverage operations, or its guest services.

Profit: This term refers to a hotel's excess of revenues over expenses, profit is a key indicator of a hotel's
financial performance, and is used to evaluate its success, for instance, a hotel may use its profit to reward
its stakeholders, invest in new projects, or pay off debts.

Revenue: This term refers to a hotel's income from its core activities, such as room sales, food and beverage
sales, and other services, revenue is a critical aspect of a hotel's financial performance, and is used to
evaluate its success, for example, a hotel may use its revenue to pay its expenses, invest in new projects, or
reward its stakeholders.

Return on Investment: This term refers to the return that a hotel generates from an investment, return on
investment is used to evaluate the feasibility of a project or investment, and to determine whether it is likely
to generate a sufficient return, for instance, a hotel may use return on investment to evaluate the feasibility
of a renovation project, or a new investment opportunity.

Risk Management: This term refers to the process of identifying, assessing, and mitigating risks that could
impact a hotel's operations, risk management involves analyzing potential risks, developing strategies to
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mitigate them, and monitoring their effectiveness, for example, a hotel may have risk management
strategies related to its financial, operational, or strategic risks.

Strategic Management: This term refers to the process of developing and implementing a hotel's long-term
plans and strategies, strategic management involves analyzing the hotel's internal and external
environment, setting goals and objectives, and allocating resources to achieve them, for instance, a hotel
may use strategic management to develop a business plan, set performance targets, and allocate resources
to achieve its objectives.

Sustainability: This term refers to a hotel's ability to operate in a way that is environmentally, socially, and
economically responsible, sustainability involves reducing waste, conserving resources, and promoting
social and economic development, for example, a hotel may use sustainability strategies related to its
energy consumption, water usage, or waste management.

Taxation: This term refers to the process of paying taxes on a hotel's income, taxation involves complying
with relevant laws and regulations, and paying taxes on time to avoid penalties and fines, for instance, a
hotel may have taxation obligations related to its income tax, value-added tax, or other taxes.

Technology: This term refers to the use of systems, software, and other tools to support a hotel's operations,
technology can improve efficiency, reduce costs, and enhance the guest experience, for example, a hotel
may use technology to manage its room bookings, food and beverage sales, or guest services.

Total Quality Management: This term refers to a management approach that focuses on continuous
improvement and customer satisfaction, total quality management involves setting standards, monitoring
performance, and making improvements to achieve excellence, for instance, a hotel may use total quality
management to improve its guest services, food and beverage quality, or housekeeping standards.

Value Chain: This term refers to the series of activities that a hotel performs to create value for its customers,
value chain involves analyzing the hotel's internal processes, identifying areas for improvement, and
optimizing its operations to deliver value to customers, for example, a hotel may use value chain analysis to
improve its revenue streams, reduce costs, and enhance the guest experience.

Variable Costs: This term refers to a hotel's costs that vary with the level of production or sales, variable
costs include labor, materials, and other expenses that are directly related to the hotel's core activities, for
instance, a hotel may have variable costs related to its food and beverage operations, or its room sales.

Working Capital: This term refers to a hotel's short-term assets and liabilities, working capital is critical for a
hotel's day-to-day operations, as it determines its ability to pay its bills, invest in new projects, and reward
its stakeholders, for example, a hotel may use its working capital to pay its employees, suppliers, and other
creditors.
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