52225 Hospitality Industry AccountingPRIVATE 

Final Examination

Question 01:

Sergen Hotel purchased a new car at a cost of $ 56,000 including freight expenses, painting the car with the Hotel Logo… Sergen Hotel estimated the useful life of the car as 8 years and the salvage value at the end of the estimated useful life to be $ 5,000. Lastly, Sergen Hotel decided to opt for the Double Declining Method as to depreciate its car over its estimated useful life.

a) Could you prepare a table of Depreciation Expense, Accumulated Depreciation, Historical Cost, and Book Value in order to depreciate the car? (3 Points)

At the very beginning of year 4, management decided to get rid of the car by offering it for sale. They agreed with a car dealer and eventually found a buyer at $ 27,500 Cash. Moreover, Sergen Hotel paid $ 1,000 for repainting the car, and another $ 1,500 for the car dealer.

b) What are the Net Proceeds from the Disposal of the Car? (1 Point)

------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

c) Could you journalize the transaction of the Disposal of the Car? (2 Points)

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Question 02:

 Karakartal Şampiyon Hotel has recorded $ 103,514 Income Before Income Taxes for the Year Ending December 31st, 02. Moreover, Karakartal Şampiyon Hotel recorded (for the same period of time) the Item Amortization Expense recorded in the Fixed Charges Section included the following Expense Accounts:

· Amortization Expense – Organization Cost

$ 12,600

· Amortization Expense – Goodwill 


$ 3,615

· Amortization Expense – Covenant Not To Compete
$ 4,691

· Amortization Expense – Franchise


$ 10,000

· Amortization Expense – Liquor Licenses

$ 4,789

Could you help Mr. Bilgili, the Accountant of Karakartal Şampiyon Hotel, to calculate the Income Tax, and the Net Income of this very Hotel for the Year Ending December, 31st, 02 assuming a 35 % Income Tax Percentage. (4 Points)

Question 03:

Ibrahim Resort Hotel raveled the following Balance Sheet Accounts at December 31st, 02:

Cash – House Banks



$ 15,780

Cash – Regular Checking


10,903

Cash – Payroll Checking


679

Marketable Securities



23,600

Guest Ledger (Debit Balances)

65,374

City Ledger




60,000

Allowance For Doubtful Accounts

2,160

Food Inventory



7,910

Beverage Inventory



2,435

Supplies Inventory



8,500

Prepaid Insurance



12,819

Prepaid Rent




2,875

Furniture




635,000

Equipment




823,000

Allowance for Depreciation – Furniture
230,000

Allowance for Depreciation – Equipment
350,000

China, Glassware, and Silver


48,000

Security Deposits



50,000

Accounts Payable



158,700

Income Taxes Payable


23,400



Accrued Payroll



25,000

Other Accrued Items



36,000

Guest Ledger Credit Balances

6,000

Notes Payable (See Note 1)


350,000

Common Stock (See Note 2)


45,000

Additional Paid-In Capital


400,000

Retained Earnings (as of 28/12/02)

95,400

Footnotes:

1. The item referred to as Notes Payable is a twenty-year note. Of the $ 350,000 unpaid balance, $ 35,000 is due in the next 12 months.

2. There are 65,000 shares of $ 1 par common stock authorized; 45,000 shares have been issued.

3. The retained earnings of $ 95,400 are not the retained earnings as of the period ended December 31st, 02 and, hence, shall be ignored. To compute the retained earnings for December 31st, 02, the following data is provided:

Retained Earnings (31/12/01)



$ 75,400



Net Income for the Year Ended 31/12/02

$ 110,000



Dividends declared during the year


$ 44,785

a) What are Total Current Assets? (2 Points)

b) What is the Total Property and Equipment? (2 Points)

c) What are the Total Assets? (2 Points)

d) What are Total Current Liabilities? (2 Points)

e) What is the Total Shareholder’s Equity? (2 Points)


Question 04:

 For the Year ending December 31st, 02, Fatma Hotel Balance Sheet depicted the following figures:

 -------------------------------------------------------------------------------------------------------------------

CURRENT ASSETS                                          CURRENT LIABILITIES                 

 Cash on Hand             
          $ 48,300               Accounts Payable               
         $
75,400 

 Cash in Banks                          92,600               Unearned Revenue             

37,850

Accounts Receivables (Net)
53,430                Salaries Payable


25,429

Marketable Securities        
16,900

   Current Portion of Long-Term
23,780            

Inventories                

24,500

    Loans


Pre-paid Expenses

2,400

--------------------------------------------------------------------------------------------------------------------

   Total Current Assets
         $ 238,130                   Total Current Liabilities $ 162,459     

· The Annual Net Revenue of Fatma Hotel for the year 2002 is $ 1,250,000.

· The Net Accounts Receivables account amounted on December 31st, 01, $ 30,000.

Under the above given information;

a) Analyze the related ratios and indicate if the company is capable of paying its short-term debts? (2 Points)

CALCULATION:

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
COMMENT:

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

b) Fatma Hotel’s budgeted credit period is 15 days. Analyze the necessary ratios to find out whether the hotel complies with this collection policy? (2 Points)

CALCULATION:

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
COMMENT:

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
c) The last two years’ debt to equity ratios of Fatma Hotel is given below. What does this trend show as far as the company’s financial structure is concerned? (2 Points)

	Year
	2001
	2002

	Debt to Equity Ratio
	1.5
	2.0


COMMENT:

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Question 05:

Calculate the dollar value of the Cost of Goods Sold and Ending Inventory from the below given inventory transactions using;     

a) Weighted average method (2 Points)

b) First-In-First out method (2 Points)

	
	Unit
	Unit Cost

	Beginning Inventory
	14
	$ 0.45

	Purchases – May 10th, 03
	7
	$ 0.51

	Purchases – May 15th, 03
	3
	$ 0.65


· On May 11th, 03, the Storeroom issued 9 units to be sold.

· On May 19th, 03, the Storeroom issued 8 units to be sold.
Weighted Average Method: 

FIFO Method:

Question 06: Answer the following questions: (2.5 Points each)

1. Why accountants don’t depreciate land?

------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

2. What are the characteristics of an Asset?

------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Question 07: (5 Points)

Pascal Nouma has saved 105 Billion TL from his last 5 matches that he played with Beşiktaş and decided to invest them in a 30 days deposit account at an annual interest of 52%.

Could you help Nouma to calculate how much would be his Interest Income at the Maturity Date!

N.B.: Term Deposit Accounts are subject to the following legal deductions:

· 16 % Withholding Tax

· 10 % Defense Deduction Fund

Good Luck!

PAGE  
1

