02/11/06
Midterm Answer Sheet
1.  What is the Conservatism Principle? (2 Points)
The principle of conservatism guides the decisions of accountants in areas that involve estimates and other areas that may call for professional judgment. Therefore, the principle of conservatism provides accountants with a practical alternative for situations that involve doubt. In these very situations, the solution or method shall be the one that does not overstate assets or income.
2. Nobre Hotel's night auditor has prepared the below given Transaction Totals Report for the night of October 29th, 06 (10 % VAT is included in the prices).

	Account
	Amount:

	Cash
	$ 122,460

	Accounts Receivable
	23,258

	Visa Card
	1,630

	Rebates-Rooms
	1,050

	Rebates-Food
	710

	Rebates – Beverage
	423

	Rebates – Telephone
	62

	Room Charges
	95,526

	Restaurant Charges
	42,310

	Banquet Charges
	25,012

	Telephone Charges
	2,685

	Dry Cleaning Charges
	36

	Paid-outs
	250


Assume that 60 % of all Food & Beverage daily sales are Food Sales and the remaining is Beverage.

a) What is Nobre Hotel’s Net Guest Ledger Balance? Is the Balance a Debit or Credit Balance? (1.5 Points)

· Nobre Hotel’s Net Guest Ledger Balance = │Total Debits – Total Credits│ = 165,819 – 149,593 = $ 16,226. This amount has a debit balance.
b) What is Nobre Hotel’s the daily Net Room Revenue? (1.5 Points)

· Nobre Hotel’s daily Net Room Revenue = $ 85,887.
c) What is Nobre Hotel’s the daily Net Food Revenue? (1.5 Points)

· Nobre Hotel’s the daily Net Food Revenue = $ 36,076.
d) What is Nobre Hotel’s total Food & Beverage VAT collected? (1.5 Points)

· Nobre Hotel’s total Food & Beverage VAT collected = $ 6,120.
e) What is Nobre Hotel’s daily Net Telephone Revenue? (1.5 Points)

· Nobre Hotel’s daily Net Telephone Revenue = $ 2,385.
f) What is Nobre Hotel’s Net Cash Sales? (1.5 Points)

· Nobre Hotel’s Net Cash Sales = $ 122,210.
3. Using the below given account balances of Burak Hotel, prepare the:

a) Food & Beverage Department Income Statement for the year 2005. (5 Points)
	Account
	Debit

	Food Sales
	$ 3,610,250

	Beverage Sales
	840,053

	Cost of Beverage Sales
	350,509

	Food Allowances
	45,570

	Cost of Food Used
	1,845,600

	Cost of Total Employee Meals
	52,423

	Other Income of F&B Department
	36,104

	Salaries & Wages
	1,050,690

	Employee Meals Expenses - F&B Dep.
	8,510

	Employee Benefits
	65,951

	Reservation Expenses
	3,460

	China, Glassware & Silver Expenses
	25,200

	Licenses Expenses
	16,000

	Postage & Telegrams
	3,402

	Menu Expenses
	9,599

	Other Operating Supplies Expenses
	45,310


	Burak Hotel
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	Food
	Beverage
	Total

	Revenue
	$3,610,250 
	$840,053 
	$4,450,303 

	
	
	
	

	Allowances
	45,570
	
	45,570

	
	
	
	

	Net Revenue
	3,564,680
	840,053
	4,404,733

	Cost of Food & Beverage Sales
	
	
	 

	    Cost of Food & Beverage Consumed
	1,845,600
	350,509
	2,196,109

	    Less Cost of Employee Meals
	52,423
	
	52,423

	       Net Cost of Food & Beverage Sales
	1,793,177
	350,509
	2,143,686

	Net Other Income
	
	
	36,104

	
	
	
	

	Gross Profit
	
	
	2,297,151

	
	
	
	

	Expenses
	
	
	 

	    Salaries and Wages
	1,050,690
	
	 

	    Employee Benefıts
	74,461
	
	 

	       Total Payroll and Related Expenses
	
	1,125,151
	 

	
	
	
	

	Other Expenses
	
	
	

	China, Glassware & Silver Expenses
	25,200
	
	

	Licenses Expenses
	16,000
	
	

	Menu Expenses
	9,599
	
	

	Other Operating Supplies Expenses
	45,310
	
	

	       Total Other Expenses
	96,109
	
	

	
	
	
	

	Total Expenses
	
	
	1,221,260

	
	
	
	

	Departmental Income (Loss)
	
	
	$1,075,891 


b) Using the F&B Department Income Statement prepared in part a) along with the below given figures, prepare the combined Burak Hotel Income Statement for the same period. (5 Points)
	Item
	Amount (in $)

	Rooms Department Income
	5,310,030

	Telephone Department Income
	345,670

	Other Operated Department Income
	80,128

	Administrative & General Expenses
	2,020,222

	Marketing Expenses
	186,040

	Property, Operation, & Maintenance Expenses
	704,600

	Energy Costs
	963,111

	Property Insurance Expenses
	230,000

	Depreciation Expenses
	410,000

	Interest Expenses
	522,560


The Income Tax Percentage to be applied is 25 % of the Income before Income Tax.

	Burak Hotel

	Income Statement

	For the Year ended December 31st, 2005
	Schedule A

	
	
	

	Net Income
	
	

	    Rooms
	$5,310,030 
	

	    Food & Beverage
	1,075,891
	

	    Telephone
	345,670
	

	    Other Operated Departments
	80,128
	

	
	
	

	       Total Operated Departments
	$6,811,719 
	

	
	
	

	Undistributed Expenses
	
	

	    Administrative and General Expenses
	2,020,222
	

	    Marketing
	186,040
	

	    Property Operation and Maintenance
	704,600
	

	    Energy Costs
	963,111
	

	       Total Undistributed Expenses
	3,873,973
	

	
	
	

	Income Before Fixed Charges
	2,937,746
	

	
	
	

	Fixed Charges
	
	

	    Property Insurance Expenses
	230,000
	

	    Depreciation Expenses
	410,000
	

	    Interest Expenses
	522,560
	

	       Total Fixed Charges
	1,162,560
	

	
	
	

	Income Before Income Tax
	1,775,186
	

	
	
	

	Income Tax
	443,797
	

	
	
	

	Net Income
	$1,331,390 
	


c) Suppose that, on December 31st, 04, the Retained Earnings account in the equity session of Burak Hotel Balance Sheet showed $ 10,530,804. Furthermore, assume that out of the profits of year 2005, management decided to distribute 75 % of it as dividends. Can you prepare Burak Hotel’s Statement of Retained Earnings? (3 Points)
	Burak Hotel

	Statement of Retained Earnings

	For the Year ended December 31st, 2005
	Schedule B

	
	
	

	Retained Earnings at beginning of year
	
	$10,530,804 

	Net Income for the year (Schedule A)
	
	1,331,390

	Total
	
	11,862,194

	Less Dividends Declared during year
	
	998,542

	Retained Earnings at end of year
	
	$10,863,651 


4. Fahri is a full-time employee at Karakartal Hotel, starting from June 2006. His Gross Salary for the month of October 2006 is 12,500 YTL. Suppose you are a member of the Accounting Staff in charge of accounting for Salaries and Wages. Fahri stepped in your office and asked you to show him how to calculate his net salary.

a) Could you come with the necessary calculations as to help Fahri understand how much is his Net Salary? (2 Points)
	Gross Salary
	12,500.00
	

	Social Security Premium (Employee Share)
	1,750.00
	

	Unemployment Insurance (Employee Share)
	125.00
	

	Income Tax Base Amount
	10,625.00
	

	Accumulated G. Salary
	125,000.00
	

	Income Tax Bracket %
	0.35
	

	Income Tax
	3,718.75
	

	Stamp Tax
	75.00
	

	Total Deductions
	5,668.75
	

	Net Salary
	6,831.25
	YTL


b) What is Fahri’s Total Cost to his Employer (i.e. Karakartal Hotel)? (2 Points)
	Gross Salary
	12,500.00
	

	Social Security Premium
	2,437.50
	

	Unemployment Insurance
	250.00
	

	Total Cost to Employer
	15,187.50
	YTL


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

GOOD LUCK!
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