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CMa PresiDent’s Message
Prof. Lakshman R.  Watawala
FCMA, FCA, FCMA (UK), CGMA, FCPM

We are pleased to announce the ceremonial launching of the new Professional 
Certification “Certified Hospitality Finance and Management Accountant” 
Qualification (CHFMA) conducted jointly by (CMA) and (SLITHM).  

The Institute of Certified Management Accountants of Sri Lanka (CMA) the 
National Professional Management Accounting body and Sri Lanka Institute 
of Tourism & Hotel Management (SLITHM) the National Training Institute 
for the Hospitality Industry  signed a Memorandum of Understanding 
(MOU) recognizing the need for a Professional qualification in Finance and 
Management Accounting for the Hospitality industry and to conduct a Joint 
Professional Certification termed the “Certified Hospitality Finance and 
Management Accountant” (“CHFMA” ) Programme.

The initiative came as a result of the suggestion made by the Chairman 
National Human Resource Development Council Mr. Dinesh Weerakkody to commence a professional finance 
and management accounting programme for the hospitality industry which required qualified professionals 
and skilled staff to meet the needs for rapid growth and expansion of the hospitality industry. This constructive 
suggestion was readily accepted by the Hon John Amaratunge Minister of Tourism Development & Christian 
Religious Affairs and it was decided to implement this programme in collaboration with SLITHM.

The CHFMA professional qualification for the hospitality industry will be conducted for all those currently employed 
in the hospitality industry at different levels in the financial accounting and cost & management accounting areas 
and will be provided an opportunity to obtain a professional qualification specializing in the Hospitality Industry to 
develop the knowledge and skills in the accounting field and progress in there career. This will help the Hospitality 
industry in its rapid growth and development to build a sustainable pool of qualified accountants at all levels 
required for the industry.

The course syllabus consists of four stages Foundation, Certificate, Diploma and Professional Stage qualifications 
and CHFMA membership requires completion of CHFMA examinations and a three-year practical experience 
requirement as per the Practical Training guide in the hospitality industry. The Foundation Course will be for 
beginners and those in the industry, the Certificate course for those with part professional qualifications with 
industry experience, moving onto the Diploma and Professional levels. The ultimate aim of this programme will be 
to produce specialized accounting professionals for the hospitality industry.

With the government’s initiative for skills development, CMA has taken the initiative to join hands with the 
specialists in the Hospitality industry to provide a Professional Qualification for this important sector generating 
valuable foreign currency earnings, attracting both local and foreign investment, generating employment and 
having ripple effects on many parts of the country and other connected sectors including the cottage industries 
and small and medium sector. 



Our grateful thanks to the Finance and Accountancy specialists in the hospitality industry who were associated in 
the project led by the Course Director Mr. Sunil Peiris the Senior VP/ Sector Financial Controller Cinnamon Hotels 
and Resorts with wide experience in the hospitality industry. We also value the support given by the Hon. John 
Amaratunga Minister of Tourism Development & Christian Religious Affairs, Hon. Rishad Bathiudeen Minister of 
Industry and Commerce, Hon Ravi Karunanayake Minister of Finance, Chairman NHRDC and SLITHM, Governing 
Council and Management of CMA and SLITHM, the Hospitality Industry who supported us and worked tirelessly to 
make this professional programme a reality within a short period of time.

We are confident that the CHFMA programme will be a great success and benefit the Hospitality Industry.   

Prof. lakshman r.  Watawala FCMa, FCa, FCMa (uK), CgMa, FCPM
President CMa sri lanka 



Message FroM CHairMan slitHM
Mr. Sunil Dissanayake 
Chairman
Sri Lanka Institute of Tourism & Hotel Management 

For the first time in the 50 year history of Sri Lanka Institute of Tourism & Hotel 
Management (SLITHM), we are collaborating with an external professional 
body to launch the Certified Hospitality Finance and Management 
Accountant Professional course (CHFMA) in association with the Institute of 
Certified Management Accountants (CMA) of Sri Lanka.

With the surge in leisure traveler arrivals and the growing demand for 
qualified and competent management staff for the hotel industry, we have 
decided to launch the Certified Hospitality Finance and Management 
Accountants Professional course (CHFMA)  to hone the knowledge base 
primarily of finance staff currently employed in the Hotel Industry and for 
the benefit of those finance professionals aspiring to be part of this fast 
growing and lucrative industry.  Also the non-finance hotel professionals 

too will benefit from this course as they will be able to gain insights to the technicalities and mechanics of hotel 
accounting, which will add value to their own disciplines within the hotel industry.

I take this opportunity to thank our Hon. Minister John Amaratunga for his visionary direction, Mr. Dinesh 
Weerakkody Chairman National Human Resource Development Council (NHRDC), Professor Lakshman 
R. Watawala the President of CMA and his team and also the team from SLITHM who were involved in 
conceptualizing and designing this course. Their commitment and enthusiasm has led to today, which has 
enabled the launch of this pioneering course.

Mr. sunil Dissanayake
Chairman
sri lanka institute of tourism & Hotel Management 
 





Having been in the Finance field in the Hospitality Industry for the past 37 
years, I am extremely pleased on this initiative to develop the Finance and 
Management Accountancy professional qualification programme for the 
benefit of the thousands of finance professionals employed in this key 
growth industry.

The programme will benefit finance employees in many ways. It will provide 
easy and cost effective access to a professional finance and management 
accountancy programme that will enhance their skills and competencies. 
Thereby they will be able to add more value to their organization. The other 
key benefit is that this will enable uniformity in accounting and reporting 
across the industry. It will make it easier for the finance staff particularly 
when they move within the industry.

The course content was carefully prepared to meet the needs of the industry and the current finance and 
management accountancy trends in the world. Current and relevant topics such as Revenue Management, Big 
data analytics, Corporate Governance and Ethics, Risk Management, Integrated Annual Reports, Taxation and 
Sri Lanka Accounting Standards are included. To make it more comprehensive we have also included Basic 
Food & Beverage Knowledge into the syllabus under the Diploma level.

It is a three year programme consisting of four levels – Foundation, Certificate, Diploma and Professional. 
Exemptions are granted for those with full / part professional qualifications from recognized accountancy bodies. 
Upon successful completion of all four levels together with the stipulated work experience the employee can 
obtain the title of ACHFMA ( Associate Certified Hospitality Finance and Management Accountant ) and with 
further stipulated work experience the title FCHFMA ( Fellow Certified Hospitality Finance and Management 
Accountant ).

Mr. sunil Peiris FCMa, FCa, MiH
senior Vice President - sector Financial Controller Cinnamon Hotels & resorts 

Message FroM tHe Course DireCtor
Mr. Sunil Peiris FCMA, FCA, MIH  
Senior Vice President - Sector Financial Controller Cinnamon Hotels & Resorts 
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introDuCtion to HosPitality inDustry 

As reported by the World Tourism Organization (UNWTO), over the decades, tourism has experienced continued 
growth and deepening diversification to become one of the fastest growing economic sectors in the world. 
Modern tourism is closely linked to development and encompasses a growing number of new destinations. These 
dynamics have turned tourism into a key driver for socio-economic progress.

Today, the business volume of tourism equals or even surpasses that of oil exports, food products or automobiles. 
Tourism has become one of the major players in international commerce, and represents at the same time one 
of the main income sources for many developing countries. This growth goes hand in hand with an increasing 
diversification and competition among destinations.

This global spread of tourism in industrialised and developed states has produced economic and employment 
benefits in many related sectors - from construction to agriculture to telecommunications.

The contribution of tourism to economic well-being depends on the quality and the revenues of the tourism offer. 
UNWTO assists destinations in their sustainable positioning in ever more complex national and international 
markets. As the UN agency dedicated to tourism, UNWTO points out that particularly developing countries stand 
to benefit from sustainable tourism and acts to help make this a reality.

Current developments and forecasts
•	 International tourist arrivals grew by 4.6 % in 2015 to 1,184 million
•	 In 2015, international tourism generated US$ 1.5 trillion in export earnings
•	 UNWTO forecasts a growth in international tourist arrivals of between 3.5% and 4.5% in 2016
•	 UNWTO forecasts international tourist arrivals to reach 1.8 billion by 2030

 
Sri Lanka continues to enjoy significant growth in tourism. A study by STR (S.. T…. R…) reveals that Sri Lanka’s 
hotel market recorded strong overall performance growth through September 2016, driven by a sharp increase in 
average daily rate (ADR). 

In year-over-year comparisons with the first nine months of 2015, Sri Lankan hotels reported a 15.0% increase in 
ADR to LKR 15,806.02. Meanwhile, occupancy was relatively flat at 66.4%. As a result, revenue per available room 
(RevPAR) jumped 14.9% to LKR10, 495.60. 
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As highlighted in Sri Lanka Tourism’s 2016 Strategic Marketing Plan, the country has a target of 2.2 million visitors 
for the total year, which would be a 26% increase compared with 2015. Tourism statistics show that the country 
welcomed 1.5 million visitors as of September, a 14.6% increase compared with the same nine months last year.

Boosted by the government’s efforts to increase international arrivals, Sri Lanka’s hotel demand (rooms sold) 
increased 4.0% as of September. Supply, however, also increased at a rate of 4.0%, and STR expects that supply 
will continue to rise over the next two years with more than 4,300 rooms currently in Sri Lanka’s pipeline. 

STR analysts attribute Sri Lanka’s recent boost in ADR to a changing hotel landscape in the market driven by recent 
openings of new Luxury properties. Additionally, more than 3,600 of the 4,300 rooms in Sri Lanka’s pipeline fall 
in the Luxury and Upscale categories, which should further lift the country’s ADR as more of the hotel rooms 
available will be sold at higher prices.

In the SL Government Budget 2017 presentation, the Hon Minister of Finance stated the following with regards to 
the growth expected in the Tourism sector in the country  “ arrivals to the country has increased by almost 15% in 
the first three quarters of 2016. The tourism industry has been a growth sector with earnings exceeding USD 2,900 
Mn in 2015. We believe that this will be a key growth sector in the medium term with potential to be a major source 
of income to the country and an employment creator.”

Sri Lanka tourism authority’s projections revel that the tourist arrivals to the country will exceed 3.5Bn by 2020. The 
number of hotel rooms is expected to grow by 5-6% from its current level of 58,000 over the next 3 to 4 years. Direct 
employment in the hospitality industry is expected to exceed 230,000 by 2020.

It is estimated that there are over 2,000 staff employed in the Hospitality Industry in Sri Lanka handling finance 
related responsibilities. With the projected growth in the industry this number is also expected to grow. The 
Certified Hospitality Management Accounting Programme will definitely assist in providing the essential technical 
skills for the large number of staff employed in the Finance related areas thereby enhancing their performance 
levels and the resultant contribution towards growth in the organization that they are employed in.
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CertiFieD HosPitality FinanCe anD ManageMent 
aCCountant ProFessional QualiFiCation

The Institute of Certified Management Accountants of Sri Lanka ( CMA ) a body Incorporated by Act of Parliament 
No. 23 of 2009 and Sri Lanka Institute of Tourism and Hotel Management ( SLITHM ) a  Government Body coming 
under the Ministry of Tourism have recognized the need for a Professional Programme in Financial and Management 
Accounting for the Hospitality industry and  to that end, both Parties intend to collaborate in the conduct of a Joint 
Certification Programme termed the “Certified Hospitality Finance and Management Accountant” Programme( 
CHFMA ). The conduct of this Professional Programme, Continuing Professional Development (CPD) Programmes 
and other courses relevant to the Hospitality Industry   will be undertaken jointly by CMA and SLITHM.
 
CMA was set up in 1999 with the technical assistance of CMA Canada now CPA Canada and launched in June 
2000. CMA comes under the ministry of Industry and Commerce. CMA is a member of the South Asian Federation 
of Accountants (SAFA), which includes the Chartered and Management Accounting bodies of India, Pakistan, Sri 
Lanka Bangladesh and Nepal.

CMA is a full member of the International Federation of Accountants (IFAC).  IFAC has membership of 175 countries 
comprising 164 member bodies with a total membership of more than 3.0 million accountants in public practice, 
education, government service, industry and commerce.

Sri Lanka Institute of Tourism & Hotel Management (SLITHM) is the premiere   Government Training Institute 
Incorporated by Act of Parliament no 10 of 1966 to train young men and women in the complex field of Hospitality, 
Travel and Tourism industry, coming under the Ministry of Tourism  Development & Christian Religious Affairs 

At present, the field of Hospitality, Travel and Tourism is experiencing unprecedented levels of growth all over 
the country. This increasing growth and competition affects not only hospitality operators, but also the potential 
customers they seek to serve. Hospitality Industry consists of operational & non-operational sectors and both 
sectors need Professional Financial & Management Accounting Managers with specialized skills in the hospitality 
industry for its growth and development. In such a context although Sri Lankan hospitality industry has well-
designed study courses for its operational sector, there is a lack of course relevant to non- operational sector 
especially in the field of Accounting & Finance. In order to move forward in the Field of Hospitality Accounting and 
Finance, opportunities will now be provided to all accounting and finance related staff employed in the hospitality 
industry to obtain professional credentials at different levels.

With this joint collaboration of SLITHM with CMA, it is confident that the necessary skills in the Finance and 
Management Accounting field will be professionalized and expanded in the hospitality industry.

objectives
Through the conduct of this professional qualification CHFMA, all those currently employed in the hospitality 
industry at different levels in the financial, accounting and management accounting sector will be provided the 
opportunity to obtain a professional qualification specializing in the Hospitality Industry where they will be able to 
develop the knowledge and skills of those in the accounting and allied fields. This will help the Hospitality industry 
in its rapid growth and development to build a sustainable pool of qualified accountants, audit and finance staff 
required for the industry.
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The ultimate aim of this programme will be to produce specialized accounting professionals for the hospitality 
industry. In addition to the educational programme all those registered for the course should undergo a practical 
training of a minimum of 3 years in the hospitality industry as per the laid down Practical Training Guidelines under 
a Mentor.

Structure and course contents
•		Membership
CHFMA membership requires completion of CHFMA examinations and a three-year practical experience 
requirement as per the Practical Training guide, in the hospitality industry, Viva Voce and any other criteria laid 
down by the Management Committee of CHFMA. Those successful will be identified as members who are qualified 
Professional Accountants in the Hospitality Industry with the designations “ACHFMA” for Associates and those 
with a minimum of 5 years senior executive experience after obtaining ACHFMA to be designated “FCHFMA” 
for Fellows showing their commitment to high ethical standards, professional values, and lifelong learning or 
continuing professional development.

•		Program	Details

level Program
Duration 
(Months)

name of Certificate

1 Foundation 6 Foundation Certificate in Accounting

2 Certificate 6
Certificate in Hospitality Finance and Management 
Accounting

3 Diploma 12
Diploma in Hospitality Finance and Management 
Accounting

4 Professional 12
Certified  Hospitality Finance and Management 
Accountant (CHFMA)

With 3 years work experience in the 
Hospitality industry as per Practical 
Training Guide

Associate of CHFMA
(ACHFMA Designation)

With minimum 5 Years Senior Executive 
experience

Fellow of CHFMA
FCHFMA Designation

The CHFMA programme will be conducted at the SLITHM premises in Colombo. The examinations will also be 
conducted in these premises.

Lectures will be conducted on Sundays.
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•		Entry	qualifications
a. Foundation Program

 i) GCE O/L together with 2 years’ work experience in the hospitality industry.

 ii) 2 passes in GCE A/L

b. Certificate Program
 i) Part professional qualification from a recognized professional body (CMA, CA, CIMA, ACCA at 

intermediate level) together with 1Year work experience in finance field in the hospitality industry.

 ii) AAT final with 2 Years’ work experience in finance field of the hospitality industry

 iii) Completion of Foundation program

c. Diploma level
 i) Those with full professional qualification (CMA, CA, CIMA, ACCA) and minimum of one yearwork 

experience in finance field in the hospitality industry will have to sit a qualifying exam for direct entry 
to diploma level

 ii) Completion of Certificate level

d. Professional level
 Completion of Diploma level

•		Commencement	of	the	Foundation	and	Certificate	courses	and	Examinations	
    dates.

Course Commencement examination Dates

January June

July December

•		Course	Fees

Program
Full Course 

Fees (rs)

Monthly installment Paya-
ble at the beginning of the 

month(rs)
Foundation 30,000 6,000

Certificate 36,000 7,200

Diploma

Level 1 40,000 8,000

Level 2 40,000 8,000

The fees will be subject to revision in annually. Date of commencement the professional level will be informed 
later.  

The CHFMA qualification conducted jointly by CMA and SLITHM will be the official certification programme for all 
finance and accounting staff employed in the hospitality.
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CHFMa syllabus
leVel 1 - FounDation leVel

subjects

Management Accounting Fundamentals (MAF)

Financial Accounting Fundamentals (FAF)

Management, Corporate Governance and Ethics (MGE)

Business Economics and Business Finance Fundamentals (BEF)
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Management accounting Fundamentals (MaF)

introduction
Management Accounting is the core discipline of the management accountant. Students who wish to embark on 
a career in Certified Hospitality Finance and Management Accountant (CHFMA) program should be conversant 
with the challenging role played by management accountants in organizations. 

learning outcomes
On successful completion of the course unit students will be able to:

I. Describe the role of the management accountant in the global business environment;

II. Discuss the different cost elements and their broad applications in organizational settings; 

III. Apply selected methods of costing and costing systems in organizational settings;

IV. Apply the basic concepts of CVP analysis; and

V. Describe the notion of management control using budgetary control and standard costing.

syllabus structure
The main topics covered in the syllabus and their relative weightings:

segment topic Weight (%)

A Overview of management accounting 05

B Analysis of costs 25

C Costing systems 15

D Costing methods 20

E Short-term decision-making 15

F Planning and control 20

assessment
The test paper will be of two hours’ duration.
Consist of fifty multiple choice/ structured questions that require short answers.

learning aids
Mandatory reading:
Fl 1: study Pack on Management accounting Fundamentals 2012, Certified Management Accountants of Sri
Lanka, Colombo.

supplementary reading:
Drury, C 2007, Management and Cost accounting, Thomson Learning, India.
Horngren, C T,  Sundem, G L and Stratton, W O 2009, introduction to Management accounting, Prentice Hall, New 
Delhi.
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Financial accounting Fundamentals (FaF)
introduction
The  main  aim  of  this  course  unit  is  to  provide  an understanding  of  accounting  concepts  and  the  accounting  
process  encompassing  preparation  of  financial statements of sole proprietorships and partnerships.

learning outcomes
On successful completion of the course unit the students will be able to:

I. Identify and describe the principles and concepts of financial accounting;

II. Illustrate the impact of  business transactions on the accounting equation; 

III. Record transactions in  books of accounts;

IV. Prepare financial statements of sole proprietorships and partnerships

V. Prepare financial statements using incomplete records.

syllabus structure
The main topics covered in the syllabus and their relative weightings:

segment topic Weight (%)

A Introduction to accounting 05

B Accounting equation and double entry system 10

C Accounting process 15

D Adjustments to accounting records 10

E Financial statements for various organizations 50

F Preparation of financial statements using incomplete records. 10

assessment
The test paper will be of two hours’ duration.
Consists of fifty multiple choice/ structured questions that require short answers.

learning aids
Mandatory reading:
Fl 2: study Pack on Financial accounting 2012, Certified Management Accountants of Sri Lanka, Colombo.

supplementary reading:
Benedict, A and Elliott, B 2008,  Financial accounting: an introduction, Pearson Education Limited. Horngren, H, 
Best, B and  Willett, F 2006, Financial accounting, 5th   Ed.,  Pearson Education Australia. Maheshwari, S N  and 
Maheshwari, S K 2006, Financial accounting,  4th   Ed., Vikas Publishing House PVT Ltd.
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Management, Corporate governance and ethics (Mge)
This course unit is divided into two sections, Management (70%) and Corporate Governance and Ethics (30%). 

assessment 
The test paper, will be of two hours’ duration.
Consists of fifty multiple  choice/ structured  questions  that require  short  answers. 
Questions will be distributed 70% on Management and 30% on Corporate Governance and Ethics.

Management
introduction
Irrespective of their functional specialization in organizations, managers are responsible for transforming the 
limited resources available to them to products and services with a view to achieving organizational objectives. 
This   involves   managing   the   resources   effectively   and   efficiently,   which   falls   within   the   duties   and 
responsibilities of the CHFM Accountant.  This foundation level course is designed to provide aspiring CHFM 
Accountant with a general framework for studying the management process. It is replete with the basic concepts 
and theoretical foundations of management required for interpreting diverse management scenarios.

learning outcomes
On successful completion of the course unit students will be able to:

I. Define the basic concepts and theoretical foundations of management;

II. Explain  the role of managers in performing the basic functions of management;

III. Analyze practical issues faced by managers and propose solutions; and

IV. Demonstrate the ability to apply management knowledge and skills acquired.

syllabus structure
The main topics covered in the syllabus and their relative weightings:

segment topic Weight (%)

A Overview of management 20

B Managerial functions 50

total 70

learning aids
Mandatory reading:
FL 4: Study Pack on Management 2012, Certified Management Accountants of Sri Lanka, Colombo.

supplementary readings:
Aldag, R J and Stearns T M 2004, Management, South-Western Publishing Company.
Stoner, J A F,  Freeman, E R and Gilbert, Jr. D R, 1996, Management,  6th   Ed., Prentice Hall, India.
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Corporate governance and ethics
introduction
Corporate  Governance  and Ethics  are imperative  for the successful  discharge  of the  responsibilities  of 
the accountant in today’s complex business environment thereby ensuring the sustainability of the corporate. 
This course unit outlines the nature and importance of corporate governance and basic aspects of ethics  in 
the broader  context  of  corporate  sustainability.  It is envisaged that introducing  these concepts early in the 
programme  will be of relevance as their  existence  and application  in the corporate  is  widely discussed.

learning outcomes
On successful completion of the course unit students will be able to:

I. Discuss the concepts of ethics and corporate governance in the business environment;

II. Describe   the  relevance   of  these  concepts and  corporate sustainability; and

III. Assess the issues relating to corporate governance and ethics.

syllabus structure
The main topics covered in the syllabus and their relative weightings:

segment topic Weight (%)

A Corporate Governance 20

B Ethics 10

total 30

learning aids
Mandatory reading:
study  Pack  on  Corporate  governance  and  ethics  2012,  Certified  Management  Accountants  of  Sri  Lanka, 
Colombo.

supplementary readings:
CMA Code of Ethics for Professional Accountants
Code of Professional Conduct.
ICASL Code of Best Practice on Corporate Governance. 
Listing Rules, Colombo Stock Exchange (CSE).
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business economics and business Finance 
Fundamentals (beF)

This  course  unit  is  divided  into  two  parts,  Business  Economics  (70%)  and  Business  Finance  Fundamentals
(30%).

assessment 
The test paper will be of two hours’ duration.
Consists of fifty multiple choice/ structured questions that require  short  answers. Questions will be distributed    
proportionately between Business Economics(70%) and Business Finance Fundamentals(30%).

business economics 
introduction
The primary task of managers is to run their organizations efficiently and effectively so as to achieve the goals of 
the organization. In managing an organization a key challenge for management is to utilize the scarce resources 
at its command to achieve the goals of the organization. Here, a sound understanding of consumer behavior, 
the firm’s cost structure and the dynamics of market competition is essential for the efficient management of the 
enterprise. At a macro level, government monetary, fiscal and exchange rate policies affect the operations of a 
business. Hence, managers should understand the implications of government policies for business operations 
and develop appropriate responses to such policy changes.  

learning outcomes
On successful completion of the course unit students will be able to:
I. State  the  basic  economic  questions  faced  by  societies  and  the  different  approaches  adopted  by 

governments to solve these problems;

II. Describe  how  a  modern  economy  works  and  explain  the  consequences  that  would  follow  when
government intervenes in the operation of the free market;

III. State  the  distinguishing  features  of  different  market  structures  and  describe  how  a firm  achieves 
equilibrium under different market structures;

IV. Demonstrate how National Income accounts can be used to evaluate the level of economic activity of a 
country, the growth rate of the economy and the living standards of a population; and

V. Describe the implications of Government’s fiscal, monetary, and exchange rate policies for a firm’s 
operations.
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syllabus structure:
The main topics covered in the syllabus and their relative weightings:

segment topic Weight (%)

A Fundamental concepts of Economics 05

B How the free market works 15

C Theory of production, theory of costs and market structures 15

D National Income Accounting & determinants of economic growth 10

E Government policy objectives and policy instruments 15

F International trade; Balance of Payments and exchange rates 10

total 70

learning aids
Mandatory reading:
FL 5: Study Pack on Business Economics Fundamentals 2012, Certified Management Accountants of Sri Lanka, 
Colombo.

supplementary readings:
Lipsey, R G & Chrystal, A 2007, Economics, Delhi: Oxford University Press. McConnell, C R  2005, Economics, Boston: 
McGraw-Hill.

business Finance Fundamentals

introduction
Every decision made in an organization has a finance element in it. Hence, financial management  is of vital 
significance in managing organizations. CHFM Accountants invariably have to be familiar with aspects of finance. 

learning outcomes
On successful completion of the course unit the students will be able to:

I. Describe the role and scope of financial management;

II. Describe the financial environment within which financial management is practiced;

III. Explain  the basic principles of risk and return and market efficiencies;  and

IV. Compute basic measures of risk.
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syllabus structure
The main topics covered in the syllabus and their relative weightings:

segment topic Weight (%)

A Role and scope of financial management 05

B Financial systems and markets 05

C Time value of money 10

D Basic principles of risk and return 10

total 30

learning aids
Mandatory reading:
Fl 5: study Pack on business  Finance Fundamentals 2012, Certified Management Accountants  of  Sri Lanka, 
Colombo.

supplementary readings:
Ross, S. A., Thompson, Spence,  Christensen,  Mark,  Westerfield,  R. W., and Jordan,  B, D., Fundamentals  of
Corporate Finance (2004), McGraw-Hill, Australia.
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CHFMa syllabus
leVel 2 - CertiFiCate PrograMMe

Contents
•	 Characteristics of the Hospitality Industry

•	 Organisation structure

•	 Revision course on Financial Accounting / Management Accounting ( Foundation level )

•	 Uniform system of Hotel Accounting

•	 Financial statements

•	 Statement of income

•	 Balance sheet

•	 Statement of Equity

•	 Statement of cash flows

•	 Notes to financials

•	 Overview of ERP systems applicable to the Hospitality Industry

learning outcomes
On successful completion of the course students should be able to; 

•	 Understand the concept of Uniform Hotel Accounting

•	 Apply the concept in preparation of financial statements for hotels

•	 Describe the different operating departments of a hotel and items of revenue and expenses applicable to 
each department

•	 Understand the need to account / classify revenue and expenses under the different operating departments

•	 Understand the organisational structure of a hotel

•	 Understand the role of ERP systems in the hospitality industry
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syllabus structure
The main topics covered in the syllabus and their relative weightings

segment topic Weight (%)

A Organisational Structure 05

B Uniform system of Accounting 15

C Statement of income –summary 15

D Departmental classification of revenue and expenses 15

E Detailed explanations of revenue and expenses of each Department 15

F Balance sheet 15

G Cash flow statement 15

H Overview of ERP systems 05

total 100

assessment
There will be five assessments, followed by the final examination consisting of three question papers of two hour 
duration each

Characteristics of the Hospitality industry

1. intangibility
Hospitality products are services and, as such, they are largely intangible though with tangible elements. A 
night in a hotel, a day in a cruise ship, the calm flight with great service, and the smiling tour-guide taking you 
to the peak of a mountain – all this cannot be touched. Hospitality is all about the time spent and what they  
experienced.. The products sold by hospitality companies cannot be reproduced or reused. Nor can the feeling 
of consumption be captured to its full extent. There are merely attempts with photographs and video cameras. 
The importance of the abstract elements is such that we must make them tangible in order to apply marketing 
techniques to the services we provide. A direct consequence of intangibility is that the properties of hospitality 
products cannot be transmitted, displayed or tested in advance. what is transmitted, is their use. This implies 
that the purchased product is unique. In contrast to tangible products, hospitality products are fundamentally 
experiences., in addition, intangibility implies that buyers are unsure about what they purchase or about what 
they will experience. This is why those who are planning to  obtain the services of a hospitality package will look 
for information about it in advance, in order to minimize uncertainty.

2. Perishability
Perishability is one of the most important characteristics of the hospitality industry. The products/services are 
consumed as they are produced. Hotel rooms and restaurant seats cannot be stored for futures sales. When a 
hotel room is not booked tonight, you cannot take ‘tonight’ and sell it tomorrow. 

As an uncertainty in customer demand leverages this issue, hotels tend to overbook available rooms and seats. 
Finding an alternative product for the customer and living with the consequences of overbooking is considered 
economical.
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3. aggregability
A hospitality product can be formed by aggregating various products, and this makes its commercialization and 
quality control more difficult. Prices can vary by eliminating or adding services to the existing package, creating 
new, customized, products.

4. Heterogeneity
As mentioned, aggregability implies a difficulty when it is about controlling all phases to bring it to  the same level 
of excellence. A single mistake in a single aspect affects the final product. Nevertheless, aggregability allows 
preparing custom-designed products, no matter how standardized they are initially. In this sense, we can talk 
about “heterogeneous standardization”. It is not only the product what is being customized but a given trip will be 
different from any other even if they share the same characteristics.

5. inconsistency
Products of the hospitality industry always differ. Even the same hotel room in the same week with the same 
weather can be perceived differently. It is always about the experience that the customer receives. Rational 
product attributes like price, nights of stay, and additional services can only be compared at a minor degree. It is 
challenging to deal with the customer perception of the product (the perceived quality) as it is highly affected by 
numerous uninfluential aspects such as weather, other customers etc. Hence, the product is highly inconsistent 
and cannot be standardized.

6. People-oriented
The hospitality industry is built entirely upon people. The interaction between the staff and the customer determines 
the perceived product quality. Unlike tangible products where the customer buys certain features, production 
quality, durability etc. the holiday quality results from personal interactions starting with the information and 
booking process over the stay up to the journey home.

7. inseparability
Most travel products are produced and consumed at the same time. This is an aspect which clearly sets hospitality 
apart from tangible products. When you buy a new computer it is produced and shipped before you see it on the 
website or at the retailer’s premise. The consumption of that computer – using it – takes place after it’s purchasing,  
at your home. You cannot take the hotel room home. And you cannot enjoy the beach side in your living room. 
Hospitality products can only be consumed at the supplier’s premise.

8. inflexibility
Travel products are fairly inflexible in terms of fluctuation. Hotels cannot change their capacities quickly enough 
to react on spontaneous fluctuations in demand. Hence, such companies try to balance between high and low 
demands, so that it’s not too much of a pain for the company when the restaurant tables remain empty or  for the 
customers when there are no tables available

organizational structure

Description
A functional organizational structure provides a hierarchy with one Manager overseeing the entire operation. 
The organization is then broken down into functional groups. Examples of functional groups would include front 
desk, housekeeping, food and beverage services, finance & accounting, human resources, sales & marketing, 
engineering and security.
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Management
All operations are overseen by a General Manager. There will be an Assistant General Manager who reports to the 
General Manager. Because hotels are typically a 24-hour operation to accommodate guests needs, an evening 
Manager is often required to successfully oversee all operations.

oversight
Each functional group is overseen and directed by a Head of Department, who reports to the General Manager. 
Depending on the size of the hotel, some functional areas may require a day manager and an evening Manager. 

benefits
A functional organizational structure in a hotel allows each area to focus on specific tasks, which allows employees 
to increase productivity. Coordinating efforts within one functional or specialized area is much easier than 
coordinating the efforts across the organization. 

Disadvantages
The success of a hotel is based on the entire operation, so if one functional area is not operating successfully, 
it can affect the entire operation. If guests feel their interactions with front desk services were superb, but their 
room was not properly cleaned, it can bring down the overall satisfaction rating for the hotel. For this reason, 
the General Manager must promote teamwork across all functional areas and quickly improve any department’s 
performance if it’s not meeting the organization’s standards for performance.

Financial statements
Financial statements are based on the uniform system of accounts for the lodging industry.
The uniform system of accounts establishes standardized formats and account classifications to guide the 
preparation and presentation of financial statements for Hotels.

•	 Statement of income

•	 Balance sheet

•	 Statement of equity

•	 Statement of cash flows

•	 Notes to financials

statement of income
revenue

•	 Rooms

•	 Food & Beverage

•	 Other F&B 

•	 Other Operating Depts.

•	 Rentals and Other Income

•	 Total Revenue
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Departmental expenses
•	 Rooms

•	 Food & Beverage

•	 Other Operating Depts
The departmental expenses are further separated as

•	 Cost of Food & Beverage

•	 Cost of other revenue

•	 Payroll and related expenses

•	 Other expenses

total Departmental income 
This is arrived at by subtracting the Total Departmental Expenses from the Total Revenue

undistributed operating expenses 
These expenses are considered as applicable to the entire property and are separated as follows;

•	 Admin & General

•	 Sales & Marketing

•	 Utilities

•	 Property Operation and Maintenance
Each of these expense headings are further separated as follows

•	 Payroll and related expenses

•	 Other expenses

gross operating Profit (goP)
GOP is calculated by subtracting the Total Undistributed Expenses from Total Departmental Income

Management Fees
This will represent the cost for management services performed by a management company to operate the hotel 
as a whole

income before fixed charges
This is computed by subtracting Management Fees from Gross Operating Profit

Fixed charges
•	 Rent

•	 Property and Other taxes

•	 Insurance

•	 Depreciation
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Profit before tax (Pbt)
PBT is calculated by subtracting Fixed charges from Income before fixed charges
taxation (Covered in detail at the Diploma leve )
Profit after tax

balance sheet
•	 Current Assets

•	 Cash

•	 Short – term investments

•	 Receivables

•	 Inventories 

•	 Prepaid expenses

•	 Deferred taxes

•	 Investments

•	 Property Plant and Equipment

•	 Other Assets

•	 Current Liabilities

•	 Accounts Payable

•	 Accrued Expenses

•	 Advance Deposits

•	 Tax Payable

•	 Deferred Income Tax

•	 Long Term Debt

Equity	Statement
•	 Statement of Owner’s Equity

•	 Statement of Retained Earnings

Cash Flow statement
Since the income statement is prepared under the accrual basis of accounting, the revenues reported may not 
have been collected. Similarly, the expenses reported on the income statement might not have been paid. This 
means that the income statement is not the same as the organisations’s cash position. Hence the need for a Cash 
Flow Statement

Cash Flows from operations
The first set of cash flow transactions is from operational business activities. Cash flows from operations starts 
with net income and then reconciles all noncash items to cash items within business operations.
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Cash Flows from investing
Cash flows from investing activities include cash spent on property, plant and equipment. While positive cash 
flows from investing activities are a good thing, investors prefer companies that generate cash flows primarily 
from business operations, not investing and financing activities.

Cash Flows from Financing
Cash flows from financing are the last business activity detailed on the cash flow statement. This section provides 
an overview of cash used in business financing. Analysts use the cash flows from financing section to find the 
amount paid out in dividends or share buybacks. Cash obtained or paid back from capital fundraising efforts, such 
as equity or debt, is also listed.

overview of erP systems applicable to the Hospitality industry
•	 Features of an ERP system

•	 Benefits of an ERP system – timeliness, accuracy, internal controls
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CHFMa syllabus
leVel 3 - DiPloMa PrograMMe

Contents

Diploma level 01  (D1)
•	 Operation Overview & Internal Controls.

•	 Procurement and Cost Controlling.

Diploma level 02  (D2)
•	 Taxation & Management Fees.

•	 Ratio Analysis & Budgeting.

learning outcomes
On successful completion of the course the students should be able to 

•	 Describe the operational departments and their key processess

•	 Understand the internal controls that are essential for the operational departments to perform effectively 
and contribute towards the overall profitability of the hotel

•	 Basic knowledge in Food & Beverage

•	 Describe the processes involved in procurement, storage of goods, and issuing of same together with 
the accounting and the internal controls that are required

•	 Describe what is meant by Cost Controls in a hotel and the role and the importance of same in enhancing 
the profitability of the hotel.

•	 Describe what is meant by cost of sales of food & beverage

•	 Understand the types of non revenue expenditure in a hotel

•	 Understand the accounting for discounting / adjusting revenue

•	 Describe what is meant by Operating equipment and accounting for same

•	 Understand the concept of management fees 

•	 Compute taxes - on profits and revenue

•	 Describe the concept of service charge and application of same

•	 Operating ratios

•	 Understand key elements of costs and the concept of contribution and Breakeven point

•	 Preparation of Budgets
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syllabus structure
The main topics covered in the syallabus and their relative weightings

segment topic Weight (%)

A Operational departments and related internal controls 10

B Basic F&B knowledge 05

C Procurement and management of inventories 10

D Cost control procedures 10

E Cost of sales food & beverage 05

F Accounting for non revenue expenditure 05

G Accounting for adjustments and discounting of revenue 05

H Management and Accounting for Operating equipment 05

I Management Fees 05

J Taxation 10

K Service charge 05

L Ratios 10

M Concept of costs and Break even analysis 05

N Budgeting 10

total 100

assessment
There will be five assessments, followed by the final examination consisting of two question papers of three hour 
duration for Diploma level 1 and Diploma level 2

D1 -01 - operation overview & internal Controls

1. operational overview and internal controls 

Internal controls are processes put in place by an organization to ensure the integrity of financial and accounting 
information, safe guard assets and assist in achieving operational and profitability objectives.

Internal control systems need to be regularly monitored to assess quality of the system’s performance. This is 
usually managed through a combination of evaluations and ongoing monitoring activities. 

Typical Hospitality industry Risk and fraud exposure. Mitigating actions

internal controls over revenue
Objective is to ensure all services provided and goods sold are duly accounted i.e.; accuracy in rate and in 
quantity 
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1.1 rooms

operation
The primary source of revenue of a Hotel arises from the rental of Rooms to guests. Rooms will be categorized 
under different types eg suites, deluxe, standard, executive floor etc. Rooms’ department revenue is divided to 

•	 Transient room revenue- Business ( corporate ), Leisure

•	 Contract room revenue- Airline crews, ship crews etc

•	 MICE- meetings, incentives, conventions, exhibitions 

•	 Walk In

•	 Other- Day use, no-shows, early departure, late check-outs,extra beds

The following operating departments are categorized under the rooms division

•	 reservation Department
Room reservations are done at the Reservation Department with all information relating to the guest 
being entered in to the hotel operating ( computer) system. 

•	 Front office department
On arrival of the guest the Front office will check the guest into the system based on the reservation 
already created. If it’s a walk in guest ie without a prior reservation, it will be carried out based on the 
information provided by the guest at the check in time. Mode of settlement of the hotel charges is 
established at the time of check in. There will be either a pre-approved voucher from a third party or 
credit card / cash advance.

•	 Housekeeping department
Is responsible to clean all occupied rooms twice per day and make available all vacated rooms, clean, 
and ready for sale, within the specified time period. This department is also responsible to provide the 
physical status of each room twice per day (morning / evening) which is then checked with the front office 
system status, independently, to ensure that all occupied rooms are invoiced and all invoiced rooms are 
in fact occupied. Housekeeping Department is also responsible for the cleanliness of all public areas of 
the hotel. The flower room & uniform rooms are also under the purview of the Housekeeper.

internal Controls over room revenue
Is to ensure that all occupied rooms are invoiced at the approved / contracted rate and that all invoiced rooms were in fact 
occupied.

room rate.
Room types, rate bands, rate segments, discounting, special offers, and contracts. Approvals. Early 
arrivals, late departures, no show charges, extra bed charges. Average Room Rate.

Occupied rooms, complementary rooms, house use rooms. House keeper’s occupancy report. Process 
of checking that all occupied rooms are invoiced. Use of key cards and controls over same.
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1.2  Food & beverage revenue 

operation
Food Revenue includes all sales of food items. Beverages Revenue includes all sales of beverage items both 
alcoholic and nonalcoholic. Food/Beverage Revenue can be categorized to

•	 Outlet Revenue- Sale of food/ beverage in specific dining areas- Restaurants, lounges, delicatessens, 
pool areas etc

•	 In- Room Dining- Food/ beverage delivered to customers in guest rooms or other areas inside & outside 
the hotel eg. Condominiums near hotel

•	 Banquet / Catering Revenue - sales of food/beverage in property’s banquet halls and for group functions 
outside the property

•	 Mini Bar Food/beverage Revenue- sales of packaged food/  beverages eg.  candy, snacks, soft drinks 
placed in guest rooms. Sale of bottled water in guest rooms is also credited to mini-bar revenue.

•	 Other Revenue ( non food / beverage ) includes - Audio visuals, public room rentals, cover charges etc

 
basic food knowledge 

•	 Methods of Cookery

•	 Stocks

•	 Sauces

•	 Soup

•	 Sandwiches

•	 Salads  

•	 Thickening Agent

•	 Cuts of Vegetable

•	 Cuts of Fish

•	 Cuts of Beef

•	 Cuts of Veal

•	 Cuts of Pork

•	 Cuts of Lamb

•	 Cheese & It’s Production

basic of beverage 
non alcoholic beverages

•	 Stimulants 

•	 Coffee

•	 Tea
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Production Knowledge of beverages

•	 Beer

•	 Spirits

•	 Liqueurs

 service of the beverages

•	 Cocktails & Mocktails

•	 Sprits 
 
 
Wine Knowledge

•	 Production of Wine

•	 Service of Wine 

internal Controls over Food & beverage revenue
Ensure that all consumption of food & beverage items are accounted at the approved rates.

1.2.1 Restaurant, bar, Room service and Banqueting

1.2.2 F&B covers, Average Check, Menu price, discounting, special offers, and complimentary 
issues.

1.2.3 Use of point of sale machines, access controls, controls over creation of menu items and 
pricing.

1.3 other revenue

1.3.1 Telephone

1.3.2 Laundry

1.3.3 Business centre

1.3.4 Sports centre

1.3.5 Spa

2.  accounting for non-revenue expenditure  
Consumption of food & beverage items which do not generate revenue is to be accounted as expenditure 
outside cost of sales.

They will include the following

2.1  Complimentary offers i.e. free meals, give always

2.2  Fruit baskets and similar, in room complimentary amenities

2.3  Staff meals

2.4  Discounts and special pricing

2.5  Entertainment – sales promotions and admin & general

2.6  Spoilage
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3. accounting for adjustments and discounting of revenue
Adjustments to revenue can arise due to initial errors in invoicing which in turn can be due to errors related to 
rate, quantity of items i.e. no of rooms, no of guests etc. Adjustments can also arise from changes done to rates, 
number of rooms etc after initial invoicing. In either situation the adjustment will reduce the revenue reported 
and if it’s done outside the initial accounting period i.e. month, quarter or year, it will to some extent distort the 
revenue of the period where the adjustment is accounted.

Adjustments must be duly documented and approved before its accounted.

Discounting of revenue should ideally be done at the time of accounting for the revenue and thereby the 
revenue recorded will be net of the discount. Discounts can be given as part of the predetermined process e.g. 
discounts during special periods, happy hour discounts and volume based discounts.
The documentation and approval process must be sound.

D1 - 02 - Procurement and Cost Controlling

4. internal Controls over costs 
•	 Purchasing.

•	 Receiving of Goods

•	 Inventory Management – Stores & Storage Procedures

•	 Control Procedures

4.1 Purchasing
Purchasing Department function is to ensure that the goods are purchased as per the approved specifications 
and quality and at the most economical prices as needed. 
Categories of goods

4.1.1   Food

4.1.2   Beverage

4.1.3   Tobacco

4.1.4   Guest supplies

4.1.5   Cleaning supplies

4.1.6   Other supplies

4.1.7   Uniforms

4.1.8   Operating equipment

4.1.9   Fuel

4.1.10 Gas

4.1.11 Maintenance Items

Process	of	establishing	specifications	and	quality	standards	of	all	purchases
A committee comprising of the Purchasing Manager, Cost controller, Financial Controller, together with 
the concerned Heads of Dept eg Executive Chef- re. Food & Beverage, House Keeper etc will establish 
specifications & quality standards for all supplies.
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Vendor selection process, market surveys, price negotiation
Competitive bidding monthly for fresh produce and at least bi-annually for others items, selection 
based on quality specs & competitive pricing, short listing the successful vendors, market list for fresh 
produce , a selected team lead by the Cost Controller to carry out market surveys  at least weekly for 
fresh produce to confirm market list. Re-bid as and when market conditions require. 

Vendor contracts 
As far as practical, contracts must be established in the hotel operating system for all items prior to 
execution of the Purchase Order.Creation of vendor contracts in the hotel operating system should be 
an independent function.

Process	of	ordering	goods,	Market	lists,	Purchase	requests
Department Head/Stores Manager will trigger the Purchase requests ( PR ) through the system. PR 
should also state current stocks in hand level and the re-order level. Market List is the list of perishable 
items requested by kitchens on a daily basis. It is the equivalent of the purchase request. Market list is 
approved by the Executive chef and routed to the Purchasing Manager through the Cost Controller.   
 

Purchase orders, approval levels of purchase orders
Based on the approved PR, the Purchasing Manager will finalise the Purchase Order ( PO ) using the 
vendor contracts available in the system. Purchases from non contracted vendors will require specific 
approval prior to finalizing the PO. The approved PO will be forwarded to the vendor by the Purchasing 
Manager. Approval levels of POs must independently established in the sytem.

goods returned to vendors 
The goods which do not meet the pre- established specifications / other criteria will be returned to the 
vendor on a Goods returned note approved by Purchasing Manager and Cost Controller

4.2 receiving of goods
The primary objective of the receiving function is to ensure that goods received and supported by a vendor 
invoice are as per the PO and meets the pre-established quality specifications. 

When goods are delivered to the Hotel premises, they would be directed to the Receiving area.  No items will 
be received at the Receiving Bay without a duly approved purchase order.

Supplier invoice will be first checked with the PO to ensure that goods delivered are the same as ordered.  If 
there are any variances, they must be resolved with the assistance of the Purchasing Manager/Cost Controller.

Where the items have to be checked for quality or for any other special specification, the Receiving Officer 
would seek the assistance of the Executive Chef or the Head of Department concerned.  Once the goods have 
been checked, the invoice will be stamped and initialed by the Receiving Officer / Quality checker accordingly.  

Thereafter, the goods will be transferred to the Stores along with the invoice where Storekeeper would check, 
receive and update the system and initial the ‘Received’ stamp on the invoice. If it is a direct purchase e.g. 
Kitchen, then the invoice will be initialed by the Chef/concerned Department Head and returned to Receiving 
Officer to update the system.  Thereafter, the all invoices and the Purchase Orders will be kept pending to be 
transferred to the Cost Controller at the end of the day together with the GRN report.
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4.3  inventory Management
 4.3.1 stores operation

Safeguarding  of  all  assets of  the  hotel which  includes  all  inventories  is a  responsibility  of  the  Financial  
Controller.

The maintenance of sound procedures and Controls over inventories are of major importance to the hotel, 
and similar to cash, inventories are vulnerable to theft and misuse, and is additionally subject to spoilage and 
obsolescence.

The Management and control of inventories include the maintenance of systems and procedures to:

•	 Control the receipt of inventory items from the Receiving Area to the Storeroom.

•	 Ensure proper storage and the physical security of storage areas.

•	 Maintain adequate records to support the quantities and values (pricing)    of items in hand.

•	 Control over issue and usage of inventories and the proper recording thereof.

All inventories should be stored and arranged in a manner that will facilitate their issues on a ‘First In, 
First Out’ basis (FIFO).

The  store  keeper will  issue  items from   the  store  against duly  authorized store  requisitions. Ideally 
such requisitions will be transmitted from the point of initiation and approval to the stores through the 
hotel operating systems. 

storage conditions
Food Store- Meats, seafood, vegetables are stored in cool rooms under specified temperatures and 
other store conditions, keeping in line with statutory and related quality standards as applicable. Dairy 
items, meats, seafood, and cooked food are stored separately to avoid cross contamination. There will 
be a separate store for the dry goods.

Beverage Store- Storage of Liquor & Wine will be in cellars at specified temperatures and storage 
conditions. 
Chemical Store- at specified  temperatures ensuring safety requirements. 

Regular checks are to be carried out to ensure that all items in the stores have a sufficient useful life 
period.

basis of issues from stores, FiFo, documentation, approvals
Goods are issued to requesting departments on a Stores Requisition approved by the department head. 
Store Keepers issue goods on a FIFO basis so that the goods first in are issued first. Adequate records 
should be maintained to support the quantities and values of stocks in hand and to control the issues. 

Verification	of	inventories,	frequency	and	independent
Cyclical inventory counts must be performed to verify all stocks physically. All inventory counts should 
be performed by a person independent of stores. Variances between the physical and the system 
inventory balances, where material, must be investigated promptly and cleared.

Valuation of inventories and issues from stores
Most common method of valuation of Inventories is average cost. FIFO method if used may cause 
abnormal fluctuations in costs.
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slow moving and obsolete inventory - identification and accounting for same
Apart from physical observations, regular reports should be generated from the Inventory system to 
identify obsolete and slow moving inventories. Slow moving Inventory are stocks which are lying in 
stores for a period longer than the stock holding period for the particular item. Obsolete stocks are 
inventories which are no longer in use eg items no longer listed in the menus for sale, obsolescence of 
machinery etc. It is the responsibility of the Stores Manager to invite the attention of the management 
and take prompt action to keep such inventories to an absolute minimum. 

Financial Controller will ensure that adequate provision is made to cover for Slow moving and Obsolete 
inventory items.

Process of reordering, minimum / maximum / reorder inventory levels. 
The minimum, maximum and re-order Inventory levels should be set based on the usage quantity, lead 
times, storage space, and the useful shelf life . 

If properly used, these store levels will assist the hotel to maintain optimum useable stock levels avoiding 
any out of stock situations and minimizing on slow moving / obsolete stocks.

good returned to vendors
When the goods ordered do not meet the required specifications they will be returned to the vendor 
using the Goods Returned note. A credit note should be requested immediately from the Vendor based 
on which the accounting records will be updated.

inventory turnover ratio 
Inventory Turnover Ratios are computed to identify the number of times inventory turns over in the 
period. Higher the ratio, larger is the investment in inventory.

inventory turnover ratio  =  Cost of sales (Gross consumption from inventory)
    Average inventory

inventories at operational areas – kitchen, bar, mini bars in rooms.
Kitchen-meats, seafood, vegetables, fruits and opened bulk stocks are stored in kitchen cool rooms. The 
Executive Chef and the Cost Control department should carry out regular checks on these cool rooms. 
Par inventories should be established in bars. Requisition for alcoholic beverage should be based on 
the “full for empty bottle” system. The Cost Controller would carry out monthly as well as surprise stock 
counts on Bar Stocks based on the par stocks and investigate / clear all variances promptly. 

Mini Bars are the responsibility of the House Keeping Department, The House Keeper will be entrusted 
with the responsibility of carrying out regular checks to ensure that all mini bar items are in place and 
short expiry items are removed from the mini bars. Surprise counts are also to be carried out by Cost 
Control Department. Mini bars will also operate on a par stock system.

operational inventories
Operating inventories of a hotel will consist of chinaware, glassware, silverware and linen. At operational 
level, par stocks are maintained to ensure greater control over requisitioning and usage. When period 
stock counts are carried out the discarded linen is replenished from the stocks held in stores. 
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4.4 Cost Controls & Control Procedures
Cost Controls will ensure 

That a sound system exists which integrates production and accounting records for the purpose of 
obtaining accurate costs for food and beverage items produced and sold and also other  consumable 
goods.

Purchases of goods are based on sound vendor selection and supported by competitive pricing.
Through a proper recording / accounting process F&B Sales are always matched with F&B cost of sales 
All items consumed both from production and store areas are duly accounted

Functions of Purchasing, Receiving and Inventory Management is properly executed.

Key functions
Preparation of monthly reconciliations of Food, Beverage, Tobacco, Engineering and General Inventory 
consumption to ensure that consumption of all goods are accurately accounted.

Preparation of potential cost of sales of food / beverage and comparison of same with actual. Significant 
variances are investigated and cleared.

Maintain a recipe costing system whereby every food item on the menu is supported by a recipe. 
Carry out menu engineering to determine best sellers and the profitability of each   menu item sold to 
optimize profits. Ensure that the recipes are regularly updated and the costs are upto date based on 
current purchase prices

Identify slow moving and obsolete inventory items together with recommendations for usage / disposal.

Why do we need food & beverage controls system?
In areas such as manufacturing, companies keep close tabs on the manufacturing cost and value of 
their key products. A similar effort is essential in dining establishments, since the core product -- food – 
can be subjected to unauthorised consumption, spoilage, expiry of useful life etc, resulting in significant 
and unforeseen losses within a short span of time.

Chefs should be able to cost out each item on a menu, creating a clear picture of the cost of each sale 
to measure against its revenue. This helps understand the most profitable and also non profitable menu 
items. 
F&B Cost of sales in a hotel is a significant expense line item which is closely related to the F&B revenue 
value and a proper food and beverage control system will help to make more intelligent decisions that 
help to cut the overall cost of sale for the hotel while maintaining quality standards and competitive 
pricing. 

The food and beverage control system should connect with the point of sale (POS) system, there by the 
inventory is updated automatically and immediately, based on each item sold. 
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5. Cost of sales of Food and beverage 
Cost of sales of Food & Beverage is a key component of expenditure of a hotel. What is accounted under cost 
of sales are only the costs of items sold. Items consumed may be for sales as well as non revenue e.g. staff 
meals, complimentary offers etc and such non revenue consumption is not accounted under cost of sales.

5.1 Establish recipes for all food and beverage items available for sales. Format of a recipe, responsibility 
for preparation of same. Regular update of recipes – ingredients as well as cost prices.

5.2 Potential cost (standard cost). Variance between actual against potential cost. What does the 
variance indicate and what is a tolerable variance.

5.3 Availability of an automated system for recipe costing, update of same and computation of the 
.potential cost.

5.4 Food and Beverage reconciliation report and purpose.

6.	Operating	equipment	–	management	and	accounting
Operating equipment of a hotel will consist of chinaware, glassware, silverware and linen. These assets are 
key to any hotel operation and are extensively used in all operational areas. These are treated as fixed assets 
with a limited (in most cases 3 years) useful life span. The purchase value is depreciated over the useful life 
period. Though treated as fixed assets they are perhaps the most moveable assets that are in use in any hotel 
and also the items of fixed assets that can easily be misused resulting in damaged / lost assets. Initial purchase 
will move into a storeroom under the control of the Hotel Storekeeper. Thereafter operations will requisition 
same from the stores on the regular basis and will move into operational inventory. At operational level,  par 
stocks are maintained to ensure greater control over requisitioning and usage. Based on the size of the hotel 
operation - both rooms and food & beverage, the quantity of items in circulation as operational inventory 
can be substantial in both quantity and value. They are also subject to heavy wear and tear, breakages and 
losses. Hence regular ( may be quarterly ) operational inventories are carried out to ensure that there is proper 
identification and record of unusable items due to wear and tear and breakages and also to record losses. If 
the losses and breakages are taking place before the expiry of the agreed life span of three years then there 
will be an additional impact to the P&L. To mitigate such impacts and also due to the fact that losses and 
breakages may be triggered due to poor handling by the operational staff, a percentage from the service 
charge that is accrued to the staff is retained to recover such exceptional losses and breakages. Any excess 
retention will in turn will be redistributed to the staff periodically.

D2 - 01 - taxation & Management Fees

7. Management Fees  
If a hotel is management by a third party then there is likely to be a Fee paid for same. The fee can consist of 
two elements – Base Fee which is computed as a fixed amount or a percentage of revenue and an Incentive 
Fee computed as a percentage of the operating profits.

The total Fee is accounted as Management Fees after GOP and before fixed charges on the Summary Operating 

Statement.
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8. service charge  
Service charge is recovered from the customers based on the invoice raised for supply / service of goods and 
services. It is a percentage of the revenue.

•	 Accounting for service charge, 

•	 retention from service charge for recovery of losses / breakages of operating equipment

9. taxation  
9.1 tax based on profits

9.1.1  How income tax is imposed

9.1.2  Sources of profits and income

9.1.3  Ascertainment of profits and income for tax purposes (would include disallowable and allowable 
 items, capital allowance etc)

9.1.4  Rates of taxes

9.1.5  Computation of taxes

9.1.6  Tax holidays and concessions

9.1.7  Double tax treaties

9.1.8  Returns and assessments

9.1.9  Appeal procedures

9.1.10  Deferred tax for accounting purposes

9.2 tax based on revenue - Vat

9.2.1 How VAT is imposed

9.2.2 Who is liable for VAT

9.2.3 Taxable activities

9.2.4 Time of supply for VAT purposes

9.2.5 Value for VAT purposes

9.2.6 VAT exemptions and Zero rated supplies

9.2.7 Ascertaining VAT liability

9.2.8 Returns and assessments

9.2.9 Appeal procedures
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D2 - 2 - ratio analysis & budgeting

10. Cost concepts   
10.1  Cost management

10.2 Cost types

10.3 Fixed and Variable cost

10.4 Committed cost

10.5 Sunk cost

11. Cost - Volume - Profit analysis
11.1 Contribution / Margin

11.2 Break-even point

12. Key operating ratios 
 

12.1  Occ %      =   Occupied rooms
       Available rooms

12.2  Average Room Rate    =  Room revenue 
       Occupied rooms

12.3 Guest nights     =  No guests  x  No of days in house

12.4 Average length of stay   =  Guest nights 
      Total no of arrivals

12.5 Guests per occupied room  = No of guests
       Occupied room

12.6 Rev Par     =  Room revenue
      No of rooms available

12.7 Fair market share    = No of rooms available of the hotel  X 100
      Total no of available rooms in the market

12.8  Actual market share  = No of occupied rooms of the hotel X 100
      Total no of occupied rooms in the market

12.9  Penetration     = Actual market share
      Fair market share

12.10  Food & beverage covers   =  No of guests patronizing a food & beverage outlet

12.11  Average food & beverage check = Food & Beverage revenue
      No of food & beverage covers

12.12  Average food check    = Food revenue
      No of food covers

12.13  Average beverage check   = Beverage revenue
      No of beverage cover
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12.14  Food cost %      = Food cost of sales 
      Food revenue
12.15  Beverage cost %      =  Beverage cost of sales 
      Beverage revenue

12.16  Inventory turnover ratio    = Cost of sales (Gross consumption from inventory)
      Average inventory

12.17  Debtors turnover ratio    = Average debtors
      Daily credit revenue

12.18   Gross Profit margin    = Gross operating profit X 100
      Revenue

13. budgets   

13.1 What is a budget?
A budget is a forecast prepared by the management as a guideline to be followed in achievement of 
desired objectives in Revenue, expenses, profits and cash flow

13.2 Why do we need a budget?  
The budget serves as a guideline to the department heads in giving direction to their teams. Depending 
on Budget expectations, targets are set .i.e. Revenue & expense targets to Marketing Divisions and 
expense targets in other departments etc. Measurement of employee performance and rewarding of 
same can be linked to the achievement of budgeted numbers

13.3 types of budgets

13.3.1 Operational budget

13.3.2 Capital budget

13.3.3 Cash flow budget

13.4 How do we prepare a budget
The leadership for the preparation of a budget should come from the General Manger who will roll 
out the “Big Picture” of the expectations in terms of market share, % increase in revenue, expenses, 
profits and other ratios. The management team consisting of the Heads of departments will submit their 
Revenue and Expense budgets which will be collated by the Finance team. Management team must 
have a thorough understanding of dynamics of the market, competition ( current and new ), inflationary 
trends affecting pricing of all resources.
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CHFMa syllabus
leVel 4 - ProFessional PrograMMe

Contents
Professional level 01  (P1)

•	 Revenue Management & Financial Management

•	 Corporate Governance & Risk Management 

Professional level 02  (P2)
•	 Integrated Reporting and Basic Company Law

•	 Data Analytics and Corporate Reporting

learning outcomes
On successful completion of the course students should be able to; 

•	 Understand the concept of revenue management

•	 Apply the concept in improving the revenue per room / restaurant seat

•	 Understand the limitations of the concept and how best it could be applied under different market / 
operating conditions

•	 Carry out project feasibilities to assess the return on investment and advice the best course of action 
to be taken

•	 Understand the importance of Corporate Governance and Ethics

•	 Be able to prepare integrated Annual Reports for companies

•	 Understand concepts of Big data analytics

•	 Understand concepts of Company Law and Secretarial Practices

•	 Assess the Risks associated with a business and implement mitigating strategies

•	 Have an understanding of the SL Accounting standards
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syllabus structure
The main topics covered in the syllabus and their relative weightings

segment topic Weight (%)

A Revenue Management 30

B Project feasibility 10

C Corporate Governance & Ethics 10

D Preparation of Integrated Annual Reports 10

E Big data analytics 05

F Company Law and Secretarial Practices 10

G Risk Management 15

H Overview of SLFRS ( Accounting standards ) 10

total 100

assessment
There will be five assessments, followed by the final examination consisting of two question papers of three hour 
duration for Professional level 1 and Professional level 2

P1-01 – revenue Management & Financial Management

1. sources of bookings    
On line Travel agents, Corporate, Leisure, Airlines, Walk ins etc…

2. room types – standard, deluxe, suites etc…

3. revenue Management ( rooms and Food & beverage )
Selling the Right Room to the Right guest at the Right Moment at the Right Price on the Right Distribution 
Channel with the best commission efficiency is known as revenue management. 

Revenue management was born out of the need to fill at least a minimum number of rooms at the given or 
a higher price, without selling every room at discounted prices; the idea was to sell enough rooms to cover 
fixed operating expenses. Once fixed expenses were covered, and there are now fewer remaining rooms to 
sell,  then the remaining rooms could be sold at a higher rate to maximize revenue and profits. 

Revenue management uses the basic principles of supply and demand economics, in a tactical way, to generate 
incremental revenues. There are three essential conditions for revenue management to be applicable:

(A) There is a fixed amount of resources (rooms, restaurant seats) available for sale. 

(B)  The resources to sell are very perishable.

(C)  Customers are willing to pay a different price for using the same resources.

Revenue management is the process of examining and factoring in consumer behavior to achieve the maximum 
amount of profit from a perishable good i.e. rooms, restaurant seating. Consumer behavior is examined to 
determine the correct price level to make the item enticing to the consumer. The idea is to coordinate timing, 
price, and consumer buying patterns to achieve the best return. One key issue with yield management is that it 
can often result in unfair pricing for consumers
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4. Preparation of project feasibilities
4.1 Time value of money

4.2 Project funding

4.3 Net present value

4.4 Terminal value

4.5 Internal Rate of return

P1 - 02 - Corporate governance & risk Management.

5. Corporate governance and ethics
5.1  Corporate governance broadly refers to the mechanisms, processes and relations by which organizations 

are controlled and directed. Governance structures and principles identify the distribution of rights and 
responsibilities among different participants in the organization (such as the board of directors, managers, 
shareholders, creditors, auditors, regulators, and other stakeholders) and includes the rules and procedures 
for making decisions in corporate affairs. Corporate governance includes the processes through which 
organizational objectives are set and pursued in the context of social, regulatory and market environment. 
Governance mechanisms include monitoring the actions, policies, practices, and decisions of organizations, 
their agents, and affected stakeholders

5.2 ethical approach - culture, society

5.3 balanced objectives  

5.4 each party plays his part - roles of key players: owners/directors/staff 

5.5 decision-making process in place 

5.6 equal concern for all stakeholders

5.7 accountability and transparency - of all stakeholders 

6. risk Management
6.1  Risk assessment

6.2  Risk grading

6.3  Risk Grid

6.4  Mitigating strategies

6.5  Follow up actions
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P2 - 01 - integrated reporting and basic Company law

7.  Preparation of integrated annual reports ( ir ) 

7.1 Organizations are using IR to communicate a clear, concise, integrated story that explains how all of their 
resources are creating value. IR is helping businesses to think holistically about their strategy and plans, 
make informed decisions and manage key risks to build investor and stakeholder confidence and improve 
future performance. It is shaped by a diverse coalition including business leaders and investors to drive a 
global evolution in corporate reporting.

7.2 Changes required

8. Company law and secretarial practices
Businesses and organizations are subject to laws, regulations and standards, many of which are specific to 
their industries, products and markets. This course gives special attention to Contract Law and Company Law. 
Contracts lie at the heart of any system of law serving as the foundation of the entire society .Company Law 
provides knowledge on the Companies Act No. 7 of 2007 and, how companies can be directed in the best 
interests of the shareholders and the public with special attention to secretarial works and securities law. 
Secretarial practices have grown into an important body of knowledge that has to be understood by business 
professionals 

P2 - 02 - Data analytics and Corporate reporting

9.	Big	data	Analytics	-	(No	of	hours	required	–	20	hrs)

9.1  Big data analytics examines large amounts of data to uncover hidden patterns, correlations and other 
insights. With today’s technology, it’s possible to analyze data and get answers from it almost immediately 

– an effort that’s slower and less efficient with more traditional business intelligence solutions

9.2  Why is it important

9.3  How it’s used currently 

10. overview of sl accounting standards 
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