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The Blind Cut
Asking for 100 rooms for three nights? Both you and the hotel want to
see that happen just as planned, but the hotel will often hedge its bets
a bit and will forecast your actual pickup at 80-85% of your contracted
numbers. This process is known in the industry as a "Blind Cut" because
that forecast is often not shared with the client. Some hotels may take it
a step further and proactively reduce the room block that is committed
to your group if they are concerned that your contracted numbers are
too high and not representative of what you will actually use.
How the hotel arrives at the forecasted pickup numbers - and how they
decide when and how much to Blind Cut a room block - is a process
that includes a review of your group's previous meeting history, the type
of event, and the overall demand in the hotel and the city. Hotels have
more data on how room blocks pick up than you'll ever want to know,
and they're usually right.
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So what does this mean for your group?
Generally nothing, if the hotel isn't going to sell out. If you need more
rooms than the hotel is forecasting, it will be able to meet those needs.
However, if the hotel is very busy over your meeting dates and has your
pickup forecasted too low, you can save a bunch of pain and get ahead
of any problems by knowing the real room block numbers that the hotel
is actually expecting from your group. Here are some strategies for
managing this conversation with the hotel.

What you can do:
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Knowledge is power: Before you sign the contract, ask what
the hotel will be forecasting for your actual pickup. The sales
manager may be surprised to hear that question from you, but
gaining an understanding about how the hotel manages your
block after the contract is signed will give you the insight you
need to stay on top of things.
Set expectations on room block communications: The
sooner you can convey your thoughts on your pickup, the better
for both you and the hotel. Although it's unlikely you'll have any
real indication of pickup before 30 or 45 days out, you can do
some work on your end to help you add confidence. Send out
a quick survey to the potential attendees. Talk with the meeting
owner about their thoughts. And of course, review your meeting
history (if the meeting has been held before).
Speaking of history, be sure to share this information with
the hotel when possible. If the meeting is mandatory and you
feel confident the room block commitment will be met to the full
amount, let the hotel know. Hotels will take this information into
consideration when forecasting during your meeting dates.
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Ask for the hotel forecast: When your event is 60 days away,
ask your sales manager what total occupancy they're forecasting
over your meeting dates. Then have them update you every other
week until your arrival date. Most hotels actually begin building
forecasts months in advance. However, there are still a lot of
assumptions in place. If you find that the hotel is forecasting a
90%+ occupancy on any day over your meeting dates, you'll
want to have a conversation. The conversation can go two ways:
•

If you feel you'll meet or exceed your block: Let them know this
ASAP. Right now that forecast likely has you achieving only up
to the Blind Cut. Giving the hotel your thoughts on pick-up
will help them protect your block while better forecasting their
occupancy.

•

If you're likely not going to pick up your full block: Tell them
ASAP. When a hotel forecasts 90% or higher occupancy,
they'll begin to cut down on different channels in order to get
the highest rate possible. Letting them know ahead of time
will enable them to keep these channels open longer and give
them an opportunity to sell the guestrooms you will not use.

Accurate forecasting is a key way that hotels manage their inventory and
maximize their occupancy. Knowing how your hotel partners manage
that forecasting process will help you protect your own block, while
avoiding attrition penalties or possible walks.
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The Cut~off Date·· ·
Negotiating your reservation cut-off date is just the beginning of the
process. Learning to effectively manage to it is the real trick.
When it comes down to negotiating your hotel contract, few clauses are
as impactful to the overall success of your event than your reservations
clause and cut-off date. As a refresher, the cut-off date is the date when
all of your room reservations must be made. By "made," I mean either
the date your rooming list is due to the hotel or, if there's no rooming list,
the date when your attendees must have made their own reservations.
Any rooms left unused in your block after this date are returned to the
hotel inventory and put up for general sale. And often these rooms are
sold at a higher rate than your negotiated group rate. This becomes a
real bummer for those who procrastinated in making their reservations
(which I'm notorious for doing - ugh!).
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Why do hotels care about my cut-off date?
Before we dive into some key strategies you can use to better leverage
the cut-off date, let's quickly review why the date exists in the first place.
Everything a hotel does relating to your room block is for one purpose:
to drive occupancy. The cut-off date is no different. By forcing groups
to fill their room blocks early - hence, the cut-off date - the hotel has
a better shot at managing around the block to fill as many rooms as
possible. The more time they have to fill the rooms, the more likely they'll
actually fill them.

Strategies you can use to mitigate the effect
of the cut-off date on your program:
The first. of course, is in your contract negotiations, by working to get
the cut-off as close to your arrival date as possible. The hotel will
probably agree to anywhere from a 30- to a 21-day cut-off, depending on
the demand. Less demand means more flexibility on the cut-off date. In
peak season, you may find cut-off dates as long as 45 days from arrival.

The key: hotel occupancy forecasts
Start by asking one question to the hotel reservations manager at
90, 60, 45, and 30 days out: "What's your forecasted occupancy
over my group's dates?" You see, hotels today have some very slick
technology that enables them to predict their occupancy pretty far out.
This is great news for you, as you'll be far more effective at managing
your own block with this information . The hotel's response will drive all
of your decisions from this point forward in managing to your cut-off
date. I should mention here that if your group is generally good at timely
reservations or registrations, then you probably don't need to read any
further. However, if your attendees are like most, procrastinating all the
way to the end, read on.
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Here's how to act depending on what you hear.
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Hotel's Response:
V've re rorecasling 90% [or higher] occupancy."

Anything above 90% means the hotel is yielding their inventory- that is,
charging higher rates as the occupancy grows - and will not allow you
to have your negotiated rate after cut-off. Assume the hotel will sell-out,
and act accordingly.

Steps to take:
React now: Communicate to your attendee list immediately. Let them
know to get their reservations in by the cut-off date or they' II likely be
out of luck.
Track it: Create a simple chart to track the hotel's occupancy forecast
each time you call. Click here to download Zentila's simple hotel
occupancy tracking spreadsheet. This will give you more insight into
the speed in which reservations are being made and allow you to adjust
if, for instance, the hotel is on pace to sell out earlier than expected.
Hotels also have tools available to help you track your progress with
the room block. Ask them to include the hotel's forecasted occupancy
when sending you the updated pickup report.
Pick up the pace: At 45 days out, create a communication plan to get
those latecomers to make their reservations quickly. Maybe offer up a
special inventive or do a drawing for those who make their reservations
prior to the cut-off date.
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Hotel's Response:
vvt:

,e ,urth.,astmg Lsomething less than 90%] occupancy."

Steps to take:
Rest easy, but with one eye open: Likely, your cut-off date is now
Just an exercise to get you to fill the block early. In reality, if you needed
more time - in fact up to the day of arrival - you just might get it. A good
practice during the contract stage is to ask that the guestroom rate be
honored after the cut-off date, based on hotel's availability. That way
you r latecomers are able to make reservations under the group block
and still get the benefit of the great rate you negotiated.
Don't be fooled: Still ask the "What's your forecasted occupancy over
my dates" question at 60 and 45 days out from your group's arrival.
Things often change quickly (like a last-minute group selling out the
hotel).
The most important thing to remember: By communicating frequently
with your hotel, you 'll gain the most control over your reservation cutoff date. I should add that it's also critical that you let the hotel know of
any challenges you 're having in filling your blocks. Often they'll step in
to lend a hand , whether by creating marketing pieces for you or even by
offering early-bird incentives.

No one wakes up in the morning and says, "Gee, I'd loooove to manage
my group's reservation cut-off dates today!" Nevertheless, keeping an
eye on the calendar and talking with your hotel sales manager 90, 60,
45, and 30 days before your event will go a long way to controlling costs
and eliminating surprises.
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Room Block Pickup

Allowable
Attrition

Attrition
It's a little like the plague: Everyone wants to avoid it.
As a refresher, attrition is a term used describe when your actual room
block pickup is less than what you contracted - if you don't "make"
your room block, then you're "in attrition." The term also describes the
amount of leeway a hotel offers you if you don't pick up your block - as
in, "You have 20% allowable attrition."

You may not think the hotels care about attrition since they are still
getting paid. However, if you consider they would much rather have the
room occupied by a guest that is going to spend money in the lobby bar
and order room service, then you can see why they would like to avoid
attrition just as much as you.
Hotels have figured out a few different ways to calculate attrition. Let's
talk about the different options.
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Here are the three key points to keep in mind when negotiating the
allowable attrition clause in the contract: Timeframe, Percentage,
and Penalty. Properly setting up the attrition clause in your contracts
can save your company thousands if you ever find yourself in a situation
where your block isn't picking up as planned.
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Timeframe

There are typically two types of timeframe concepts hotels use to help
them proactively manage your room block: The stair-step method and
the cumulative method. (Some hotels may use a combination of the two.)
Stair-step method: In this method, a hotel lets you gradually reduce
your room block over a series of timeframes. This was originally done
to help the hotel better manage their inventory by asking you to reduce
your block further out. The clause will look something like this:

•
•
•
•

From contract signing to 90 days out: You can adjust your room
block by 10%.
From 89 days to 60 days out: You can adjust your block by 5%.
From 59 days to 30 days out: You can adjust your block by 5%.
Inside 30 days there will no allowable reduction in your room block.

Negotiating the stair-step method: The challenge with this method
is that you are being asked to make a decision on your block further
out - when it's likely you won't have the necessary data to make an
accurate decision. Another problem is it requires you to remember each
date, which if you're at all like me, requires triple reminders.
Minimize the steps: Your goal here is to remove as many steps as
possible, starting with the steps that are furthest out. Looking at the
example above, try to get all steps combined so that you can drop 20%
up to 30 days out.
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Make the largest reduction as close to arrival as possible: The example
above sets the largest reduction as the earliest decision. That's great
for the hotel but not so great for you. Work to reverse that so you can
reduce the highest percentage when you have the most information
about how your block is picking up.
Cumulative method: This is the simplest and, in most cases, the most
advantageous to your organization. With this method, the calculation
occurs after you have checked out. The hotel adds up your total
contracted room block (including any pre- and post-event rooms), then
subtracts your actual total pickup to determine whether you're within the
allowable percentage. Here's a sample clause that offers an allowable
attrition of 80%:

Hotel is relying on, and Group agrees to provide, a minimum of 320 guest roomnights. Should the Group fall below this amount, the Group will be responsible
for the difference between the minimum guest room nights and actualized guest
room nights multiplied by the single convention guest room rate multiplied by
80% (guest room minimum minus guest rooms actualized multiplied by single
convention room rate multiplied by 80%), plus any applicable taxes.
Negotiating the cumulative method: Here are two tips for getting the
most out of the hotel when you are negotiating this type of clause.
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•

Pre- and post-event rooms: In this method, every room night
counts. Be very careful about how many rooms you block before
and after the meeting. Depending on your situation, you may or may
not want your pre/post rooms in the calculation. However, you may
want to ask that forecasting question again. If the hotel is forecasting
to sell out during your pre nights, you may run into an issue with
attendees trying to make their reservations, possibly being asked to
stay at another hotel for the first night.

•

Discounted rooms: Make sure that all rooms count toward your
pickup. Oftentimes, hotels will remove the discounted rooms from
the calculation. Insist that all rooms apply.

fJ

Percentage

The percentage refers to the amount of your contracted block the hotel
will allow you to reduce without penalty. The typical attrition allowance
ranges from 15 % to 20%.
Negotiating the percentage: Pushing for any more than the typical
range can be a challenge, as it sends the message that you don't have
confidence in making your block. Hotels may ask you to reduce your
contracted block: "If you're only looking to commit to 75 rooms [from
100 rooms contracted], then let's bring down the contracted block."
That said, it's not impossible, especially if your meeting isn't happening
during peak season.

•

Add a step: If you can manage it, add a step at 60 days and ask for
the opportunity to reduce by the extra amount then. The more time
you give hotels to react to reductions, the more likely they'll allow
it. The more notice you give them, the better chance they have of
reselling the rooms.

•

Agree to reduce space accordingly: For hotels, it's all about time
and space - meeting space that is. If you need more attrition, agree
to give up space at an agreed-upon number of days prior to the
event if you find you need to reduce your room block. Be specific on
what space you're willing to give up and when. Remember, for group
hotels, they have a better chance of selling guestrooms if they have
meeting space to go along with it.

•

Hey wait, I know my block is going to pick up! Oh, now you're
talking. Too many times planners don't leverage this for their benefit.
If you know for sure that you're going to fill your room block, then use
this to get some extra stuff. If the hotel offers you 20% attrition, and
you know you don't need it, suggest 10% in exchange for two extra
suite upgrades or a room rate reduction .
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Penalty

No bones about it, paying for unused rooms is a drag. Hotels hate asking
their customers to pay, nearly as much as customers hate paying it. But
there are things you can do to mitigate the pain, if after all of the shrewd
negotiations, you still find yourself in "that place."
Negotiating the penalty clause: Typically hotels will ask for payment
equal to the number of rooms in penalty, times the room rate. Strategies
to mitigate this rely on leveraging your total meeting spend and knowing
a little about hotel profit centers.
•

Base the calculation on rooms profit: Instead calculating the
penalty on the whole room rate, ask for the calculation to be based
on profit. Typical rooms profit is 80%, so start there.

•

Do you have a big food and beverage spend? If you know you're
going to exceed your F&B minimum, leverage that and tie it back to
attrition. A sentence like the following can be added to your attrition
clause. "For every dollar in attrition penalty owed, a credit of $0.50
for every dollar spent in F&B above the minimum F&B will used to
offset the expense."

•

Ask if they are interested in your next meeting: So you fell short
of your room block commitment, but still had an excellent meeting.
You loved the hotel and the hotel loved you. Ask if you can apply a
portion of the paid attrition fees towards a future meeting. Typically
most hotels will welcome the opportunity to apply 25-50% of the
paid fees towards a similar sized meeting.

Attrition is a naturally occurring phenomenon in the meetings industry.
Block performance is critical to your ability to secure hotels in the future.
Laying out your strategy in the contract will ensure you protect your
company against unbudgeted expenses, and also against creating a
historical fingerprint on your meeting, which may hinder your ability to
secure hotels next time.
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