18/03/06
Midterm Answer Sheet
1.  What is the Matching Principle? (2 Points)
· The matching principle states that all expenses must be recorded in the same accounting period as the revenue that they helped to generate. When expenses are matched with the revenue they helped to produce, external and internal users of financial statements can make better judgments about the financial position and operating performance of the hospitality business. There are two accounting methods for determining when to record results of a business transaction: cash accounting and accrual accounting.

2. Saidou Hotel's night auditor has prepared the below given Transaction Totals Report for the night of March 20th, 06 (8 % VAT is included in the prices).

	Account
	Amount:

	Cash
	$ 50,500

	Accounts Receivable
	18,920

	Visa Card
	3,460

	Rebates-Rooms
	800

	Rebates-Food
	650

	Rebates – Beverage
	575

	Rebates – Telephone
	105

	Room Charges
	83,450

	Restaurant Charges
	35,800

	Banquet Charges
	20,023

	Telephone Charges
	4,060

	Dry Cleaning Charges
	85

	Paid-outs
	1,050


Assume that 65 % of all Food & Beverage daily sales are Food Sales and the remaining is Beverage.

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

· Saidou Hotel’ Net Guest Ledger Balance = |Total Debits – Total Credits| = 144,468 - 75,010 = $ 69,458. This very balance is a Debit balance!
b) What is Saidou Hotel’s the daily Net Room Revenue? (1.5 Points)

· Saidou Hotel’s Daily Net Room Revenue = Room Revenue – Room Allowances = (83,450 – 800) / (1.08) = $ 76,528
c) What is Saidou Hotel’s the daily Net Food Revenue? (1.5 Points)

· Saidou Hotel’s Daily Net Food Revenue = Food Revenue – Food Allowances = (((35,800 + 20,023) * 0.65) – 650) / (1.08) = $ 32,995
d) What is Saidou Hotel’s total Food & Beverage VAT collected? (1.5 Points)

· Saidou Hotel’s Total Food & Beverage VAT collected = F&B Charges – F&B Revenue = (35,800 + 20,023) – ((35,800 + 20,023) / (1.08)) = $ 4,135
e) What is Saidou Hotel’s daily Net Telephone Revenue? (1.5 Points)

· Saidou Hotel’s Daily Net Telephone Revenue = Telephone Revenue – Telephone Allowances = (4,060 – 105) / (1.08) = $ 3,662
f) What is Saidou Hotel’s Net Cash Sales? (1.5 Points)

· Saidou Hotel’s Net Cash Sales = Cash Receipts – Cash Paid-outs = 50,500 – 1,050 = $ 49,450
N.B.:

1. Students should show how they reached answers to parts a), b), c), d) and f) in order to get a grade!

2. Don’t forget to round your answers to the nearest whole number while computing VAT Base and VAT Collected!
3. Using the below given account balances of Rıza Hotel, prepare the:

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

	Food Sales
	$ 2,560,410

	Beverage Sales
	1,039,403

	Cost of Beverage Sales
	143,369

	Food Allowances
	36,750

	Cost of Food Used
	430,060

	Cost of Total Employee Meals
	25,784

	Other Income of F&B Department
	18,410

	Salaries & Wages
	734,906

	Employee Meals Expenses - F&B Dep.
	5,310

	Employee Benefits
	46,750

	Direct Mail Advertising
	7,960

	China, Glassware & Silver Expenses
	30,020

	Licenses Expenses
	6,000

	Professional Fees
	2,500

	Menu Expenses
	11,489

	Other Operating Supplies Expenses
	32,561


	Rıza Hotel
	

	Food & Beverage Department Income Statement
	

	For the Year ended December 31st, 2005
	Schedule A2

	
	
	
	

	
	Food
	Beverage
	Total

	Revenue
	$2,560,410 
	$1,039,403 
	$3,599,813 

	
	
	
	

	Allowances
	36,750
	
	36,750

	
	
	
	

	Net Revenue
	2,523,660
	1,039,403
	3,563,063

	Cost of Food & Beverage Sales
	
	
	 

	    Cost of Food & Beverage Consumed
	430,060
	143,369
	573,429

	    Less Cost of Employee Meals
	25,784
	
	25,784

	       Net Cost of Food & Beverage Sales
	404,276
	143,369
	547,645

	Net Other Income
	
	
	18,410

	
	
	
	

	Gross Profit
	
	
	3,033,828

	
	
	
	

	Expenses
	
	
	 

	    Salaries and Wages
	734,906
	
	 

	    Employee Benefıts
	52,060
	
	 

	       Total Payroll and Related Expenses
	
	786,966
	 

	
	
	
	

	Other Expenses
	
	
	

	China, Glassware & Silver Expenses
	30,020
	
	

	Licenses Expenses
	6,000
	
	

	Menu Expenses
	11,489
	
	

	Other Operating Supplies Expenses
	32,561
	
	

	       Total Other Expenses
	80,070
	
	

	
	
	
	

	Total Expenses
	
	
	867,036

	
	
	
	

	Departmental Income (Loss)
	
	
	$2,166,792 


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

	Rooms Department Income
	4,098,400

	Telephone Department Income
	155,706

	Other Operated Department Income
	63,648

	Administrative & General Expenses
	1,760,500

	Marketing Expenses
	168,400

	Property, Operation, & Maintenance Expenses
	640,406

	Energy Costs
	810,660

	Property Insurance Expenses
	180,000

	Depreciation Expenses
	255,000

	Interest Expenses
	345,605


The Income Tax Percentage to be applied is 30 % of the Income before Income Tax.

	Rıza Hotel
	

	Income Statement
	

	For the Year ended December 31st, 2005
	Schedule A

	
	
	

	Net Income
	
	

	    Rooms
	$4,098,400 
	

	    Food & Beverage
	2,166,792
	

	    Telephone
	155,706
	

	    Other Operated Departments
	63,648
	

	
	
	

	       Total Operated Departments
	$6,484,546 
	

	
	
	

	Undistributed Expenses
	
	

	    Administrative and General Expenses
	1,760,500
	

	    Marketing
	168,400
	

	    Property Operation and Maintenance
	640,406
	

	    Energy Costs
	810,660
	

	       Total Undistributed Expenses
	3,379,966
	

	
	
	

	Income Before Fixed Charges
	3,104,580
	

	
	
	

	Fixed Charges
	
	

	    Property Insurance Expenses
	180,000
	

	    Depreciation Expenses
	255,000
	

	    Interest Expenses
	345,605
	

	       Total Fixed Charges
	780,605
	

	
	
	

	Income Before Income Tax
	2,323,975
	

	
	
	

	Income Tax
	697,193
	

	
	
	

	Net Income
	$1,626,783 
	


c) Suppose that, on December 31st, 04, the Retained Earnings account in the equity session of Rıza Hotel Balance Sheet showed $ 8,243,710. Furthermore, assume that out of the profits of year 2005, management decided to distribute 60 % of it as dividends. Can you prepare Rıza Hotels Statement of Retained Earnings? (3 Points)
	Rıza Hotel
	

	Statement of Retained Earnings
	

	For the Year ended December 31st, 2005
	Schedule B

	
	
	

	Retained Earnings at beginning of year
	$8,243,710 

	Net Income for the year (Schedule A)
	1,626,783

	Total
	
	9,870,493

	Less Dividends Declared during year
	976,070

	Retained Earnings at end of year
	$8,894,423 


4. Fatih is a full-time employee at Karakartal Hotel, starting from January 2004. His Gross Salary for the month of March 2006 is 4,750 YTL. Suppose you are a member of the Accounting Staff in charge of accounting for Salaries and Wages. Fatih 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 Fatih understand how much is his Net Salary? (2 Points)
	Gross Salary
	4,750.00
	

	Social Security Premium (Employee Share)
	665.00
	

	Unemployment Insurance (Employee Share)
	47.50
	

	Income Tax Base Amount
	4,037.50
	

	Accumulated G. Salary
	14,250.00
	

	Income Tax Bracket %
	0.20
	

	Income Tax
	807.50
	

	Stamp Tax
	28.50
	

	Total Deductions
	1,548.50
	

	Net Salary
	3,201.50
	YTL


b) What is Fatih’s Total Cost to his Employer (i.e. Karakartal Hotel)? (2 Points)
	Gross Salary
	4,750.00
	


	Social Security Premium
	926.25
	

	Unemployment Insurance
	95.00
	

	Total Cost to Employer
	5,771.25
	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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