15/11/02

Midterm Answer Sheet

QUESTION 01:

Fatma Hotel's night auditor has prepared the below given Transaction Totals Report for the night of November 14th, 02 (18 % VAT is included in the prices).

	Account
	Amount:

	Cash
	$ 13,000

	Accounts Receivable
	2,500

	Visa Card
	4,400

	Rebates-Rooms
	600

	Rebates-Food
	500

	Rebates - Beverage
	650

	Rebates - Telephone
	298

	Room Charges
	16,500

	Restaurant Charges
	8,000

	Banquet Charges
	3,500

	Telephone Charges
	2,000

	Dry Cleaning Charges
	563

	Paid-outs
	1,000


Suppose that Fatma Hotel's General Manager (Mr. Jamel Chafra) told you to come up, using the above mentioned bits of information, with the Hotel daily Revenue Items. Could you help Mr. Chafra with the below calculations:

 a) Net Room Revenue: 

$ 13,475
b) Net Food Revenue:


$ 5,911
c) Net Beverage Revenue:

$ 2,860
d) Net Telephone Revenue:

$ 1,442
e) Net Dry Cleaning Revenue:
$ 477
a) Net Room Revenue = (Room Charges / (1+VAT)) - (Room-Rebates / (1+VAT)) = (Room Charges - Room Rebates) / (1+VAT) = ($ 16,500 - $ 600) / 1.18 = $ 13,475.

b) Net Food Revenue = (Food Charges / (1+VAT)) - (Food-Rebates / (1+VAT)) = (Food Charges - Food Rebates) / (1+VAT) = (($ 8,000 + $ 3,500) * 0.65)) - $ 500) / 1.18 = $ 5,911

c) Net Beverage Revenue = (Beverage Charges / (1+VAT)) - (Beverage-Rebates / (1+VAT)) = (Beverage Charges - Beverage Rebates) / (1+VAT) = (($ 8,000 + $ 3,500) * 0.35)) - $ 650) / 1.18 = $ 2,860

d) Net Telephone Revenue = (Telephone Charges / (1+VAT)) - (Telephone-Rebates / (1+VAT)) = (Telephone Charges - Telephone Rebates) / (1+VAT) = ($ 2,000 - $ 298) / 1.18 = $ 1,442
e) Net Dry Cleaning Revenue = (Dry Cleaning Charges / (1+VAT)) - (Dry Cleaning-Rebates / (1+VAT)) = (Dry Cleaning Charges - Dry Cleaning Rebates) / (1+VAT) = ($ 563 - $ 0) / 1.18 = $ 477
QUESTION 02:

a) Using the below given account balances of Ryma Hotel, prepare the Food & Beverage Department Income Statement for the month of October 2002.

	Account
	Debit
	Credit

	Food Sales
	
	$ 500,000

	Beverage Sales
	
	200,000

	Cost of Beverage Sales
	45,000
	

	Food Allowances
	15,000
	

	Cost of Food Used
	155,000
	

	Cost of Total Employee Meals
	
	12,000

	Other Income of F&B Department
	
	13,500

	Salaries & Wages
	65,000
	

	Employee Meals Expenses - F&B Dep.
	5,000
	

	Employee Benefits
	20,000
	

	China, Glassware, & Silver Expenses
	10,000
	

	Licenses Expenses
	5,000
	

	Menu Expenses
	3,500
	

	Other Operating Supplies Expenses
	11,500
	


Ryma Hotel

F&B Department Income Statement

For the Month Ending October, 31st, 02

   Food


 Beverage

    Total

F&B Sales


$ 500,000

$ 200,000

$ 700,000

Less Allowances

     15,000

      


     15,000

Net F&B Sales

   
   485,000

   200,000

   685,000
Cost of F&B Consumed
   155,000
        
     45,000

   200,000


Less Cost of Employee Meals     12,000




     12,000


Cost of F&B Sold

   143,000

     45,000

   188,000
Other Income - F&B Department





     13,500

Gross Profit








$ 510,500
Expenses

Salaries & Wages



65,000

Employee Benefits



25,000


Total Payroll and Related Expenses

90,000
Other Expenses

China, Glassware, and Silver


10,000

Licenses Expenses



  5,000

Menu Expenses



  3,500

Other Operating Supplies & Expense

11,500

Total Other Expenses



30,000
Total Expenses






 120,000
Departmental Income (Loss)





$ 390,500
b) Using the F&B Department Income Statement prepared in part a) along with the below given figures, prepare the combined Ryma Hotel Income Statement for the same period.

	Item
	Amount (in $)

	Rooms Department Income
	680,000

	Telephone Department Income
	(25,000)

	Other Operated Department Income
	55,000

	Administrative & General Expenses
	95,000

	Marketing Expenses
	35,000

	Property, Operation, & Maintenance Expenses
	20,000

	Energy Costs
	80,000

	Property Insurance Expenses
	35,000

	Depreciation Expenses
	30,000

	Interest Expenses
	50,000


The Income Tax Percentage to be applied is 40 % of the Income before Income Tax.

Ryma Hotel

Income Statement

For the Month Ending October, 31st, 02

Operated Departments



Income

Rooms Department



$ 680,000


F&B Department



   390,500


Telephone Department


   (25,000)


Other Operated Department


    55,000


Total Operated Departments

  1,100,500

Undistributed Expenses


Administrative & General

95,000


Marketing



35,000


Property Operation & Maintenance
20,000


Energy Costs



80,000


Total Undistributed Expenses

230,000
Income Before Fixed Charges


870,500

Fixed Charges

Property Insurance Expense

35,000

Depreciation Expense


30,000

Interest Expense


50,000


Total Fixed Charges


115,000
Income Before Income Tax



755,500
Income Tax





302,200

Net Income





$ 453,300
QUESTION 03: Answer briefly the following short essay questions.

1. Why should we separate Food and Beverage Sales into 2 categories (i.e. Food Sales and Beverage Sales) when preparing the daily Food & Beverage Report, the daily Journal Entry of F&B Transactions, and the F&B Departmental Income Statement?

a) Food and Beverage categories have totally different desired profit ratios!

b) Internal Control over Food and Beverage outlets are not the same!

c) Helps detect any specific deviation from planned Food and/or Beverage objectives!

2. Why should the General Cashier deposit ALL Cash Sales to the hotel’s Bank Account on a Daily basis?

The General Cashier shall deposit all cash sales to the hotel's bank account on a daily basis as a part of the daily internal control over cash. In fact, this ensure that the total hotel daily cash receipts are not used unethically through depositing it to the general cashier's bank account, from which tremendous daily income (in the form of Repo) might be illegally gained! Hence depriving the hotel from such a valuable non-operational income item.

3. Why should Departmental Income Statements include ONLY Direct Expenses?

The reason lies in responsibility accounting. In fact, direct expenses refer to the set of variable costs that effects one single department. The other reason is that the other category of expenses (i.e. Indirect expenses) is either fixed (purchased for the benefit of the hotel in general), or variable (but cannot be logically distributed to different departments).

4. Why we shall NOT use Cost of Food Used, but rather Cost of Food Sold as a Line Item in order to come up with the F&B Departmental Gross Profit?

a) Cost of Food Used represents Cost of Food Items issued to both Guests and Employees. That's why only that portion served to guests (i.e. Cost of Goods Sold) shall be included in the F&B Department Gross Profit calculation.

b) If Cost of Food Used were used instead of Cost of Goods Sold, the Gross Profit of F&B at the end would be a misleading figures open to debate and can't be used for any healthy comparison purposes!

5. Why a person, who buys Bread, is taxed a VAT Tax Percentage lower than that if he/she buys a Ferrari Car?

The reason is that Government shall collect such a revenue item based on the faireness principle. To illustrate, because bread is an essential product and Ferrari car is a luxurious product, their VAT Tax Percentages shall not be the same!

QUESTION 04:

Tayfur is a full-time employee in Dreams Hotel, starting from October 2002. His Gross Salary for the month of October 2002 is 1,675,000,000 TL. Suppose you are a member of the Accounting Staff in charge of accounting for Salaries and Wages. Tayfur stepped in your office and asked you to show him how is his Net Salary Calculated.

a) Could you come with the necessary calculations as to help Tayfur understand how much is his Net Salary?

N.B.: If all the steps and calculations needed are not shown, the student will receive no grade!

1.Social Security Premium (Employee's Share) = 1,675,000,000 * 0.14 = 234,500,000 TL

2.Unemployment Insurance (Employee's Share) = 1,675,000,000 * 0.01 = 16,750,000 TL

3. Base Amount of Income Tax = 1675,000,000 - 234,500,000 - 16,750,000 - 30,000,000 = 1,393,750,000 TL

4.Income Tax = 1,393,750,000 * 0.15 = 209,062,500 TL

5.Stamp Tax = 1,675,000,000 * 0.006 = 10,050,000 TL

6. Total Deductions = 470,362,500 TL

7. Net Salary = 1,204,637,500 TL
b) What is the monthly total cost of Tayfur to his employer (i.e. Dreams Hotel)?

N.B.: If all the steps and calculations needed are not shown, the student will receive no grade!

1.Social Security Premium (Employer's Share)= 1,675,000,000 * 0.195= 326,625,000 TL

2. Unemployment Premium (Employer's Share) = 1,675,000,000 * 0.02 = 33,500,000 TL

3. Total Cost of Tayfur to Dream Hotel = 1,675,000,000 + 326,625,000 + 33,500,000 = TL 2,035,125,000 TL
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