17/03/07
Midterm Exam Answer
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. Serdar Hotel's night auditor has prepared the below given Transaction Totals Report for the night of March 10th, 07 (12 % VAT is included in the prices).

	Account
	Amount:

	Cash
	$ 65,310

	Accounts Receivable
	16,708

	Visa Card
	23,690

	Master Card
	12,630

	Rebates-Rooms
	920

	Rebates-Food
	403

	Rebates – Beverage
	117

	Rebates – Telephone
	25

	Room Charges
	80,450

	Restaurant Charges
	38,900

	Banquet Charges
	17,360

	Telephone Charges
	1,914

	Dry Cleaning Charges
	75

	Paid-outs
	375


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

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

· Serdar Hotel’s Net Guest Ledger Balance = │Total Debits – Total Credits│ = 139,074 – 119,803 = $ 19,271. This amount has a debit balance.
b) What is Serdar Hotel’s daily Net Room Revenue? (1.5 Points)

· Serdar Hotel’s daily Net Revenue = (80,450 – 920) / (1.12) = $ 71,009
c) What is Serdar Hotel’s the daily Net Food Revenue? (1.5 Points)

· Serdar Hotel’s daily Net Food Revenue = (((38,900 + 17,360) * 0.65) – 403) / (1.12) = $ 32,291
d) What is Serdar Hotel’s total Food & Beverage VAT collected? (1.5 Points)

· Serdar Hotel’s total Food & Beverage VAT Collected = (38,900 + 17,360) –((38,900 + 17,360) / (1.12)) = $ 6,028
e) What is Serdar Hotel’s daily Net Telephone Revenue? (1.5 Points)

· Serdar Hotel’s daily Net Telephone Revenue = (1,914 – 25) / (1.12) = $ 1,687
f) What is Serdar Hotel’s Net Cash Sales? (1.5 Points)

· Serdar Hotel’s Net Cash Sales = 65,310 – 375 = $ 64,935
N.B.:

· Students should show how they reached answers to parts a), b), c), d) and f) in order to get a grade!
· 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 Runje Hotel, prepare the:

a) Food & Beverage Department Income Statement for the year 2006. (5 Points)
	Runje Hotel

	Food & Beverage Department Income Statement

	For the Year ended December 31st, 2006
	Schedule A2

	
	
	
	

	
	Food
	Beverage
	Total

	Revenue
	$4,760,890 
	$2,909,030 
	$7,669,920 

	
	
	
	

	Allowances
	36,000
	
	36,000

	
	
	
	

	Net Revenue
	4,724,890
	2,909,030
	7,633,920

	Cost of Food & Beverage Sales
	
	
	 

	    Cost of Food & Beverage Consumed
	2,252,400
	975,800
	3,228,200

	    Less Cost of Employee Meals
	86,920
	
	86,920

	       Net Cost of Food & Beverage Sales
	2,165,480
	975,800
	3,141,280

	Net Other Income
	
	
	45,401

	
	
	
	

	Gross Profit
	
	
	4,538,041

	
	
	
	

	Expenses
	
	
	 

	    Salaries and Wages
	1,569,905
	
	 

	    Employee Benefıts
	103,309
	
	 

	       Total Payroll and Related Expenses
	
	1,673,214
	 

	
	
	
	

	Other Expenses
	
	
	

	China, Glassware & Silver Expenses
	40,090
	
	

	Licenses Expenses
	28,500
	
	

	Menu Expenses
	6,956
	
	

	Other Operating Supplies Expenses
	54,213
	
	

	       Total Other Expenses
	129,759
	
	

	
	
	
	

	Total Expenses
	
	
	1,802,973

	
	
	
	

	Departmental Income (Loss)
	
	
	$2,735,068 


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

	Income Statement

	For the Year ended December 31st, 2006
	Schedule A

	
	
	

	Net Income
	
	

	    Rooms
	$7,278,300 
	

	    Food & Beverage
	2,735,068
	

	    Telephone
	534,760
	

	    Other Operated Departments
	126,815
	

	
	
	

	       Total Operated Departments
	$10,674,943 
	

	
	
	

	Undistributed Expenses
	
	

	    Administrative and General Expenses
	3,945,333
	

	    Marketing
	479,400
	

	    Property Operation and Maintenance
	947,060
	

	    Energy Costs
	1,607,555
	

	       Total Undistributed Expenses
	6,979,348
	

	
	
	

	Income Before Fixed Charges
	3,695,595
	

	
	
	

	Fixed Charges
	
	

	    Property Insurance Expenses
	317,789
	

	    Depreciation Expenses
	541,308
	

	    Interest Expenses
	435,400
	

	       Total Fixed Charges
	1,294,497
	

	
	
	

	Income Before Income Tax
	2,401,098
	

	
	
	

	Income Tax
	792,362
	

	
	
	

	Net Income
	$1,608,736 
	


c) Suppose that, on December 31st, 05, the Retained Earnings account in the equity session of Runje Hotel Balance Sheet showed $ 12,384,697. Furthermore, assume that out of the profits of year 2006, management decided to distribute 60 % of it as dividends. Can you prepare Runje Hotel’s Statement of Retained Earnings? (3 Points)
	Runje Hotel

	Statement of Retained Earnings

	For the Year ended December 31st, 2006
	Schedule B

	
	
	

	Retained Earnings at beginning of year
	
	$12,384,697 

	Net Income for the year (Schedule A)
	
	1,608,736

	Total
	
	13,993,433

	Less Dividends Declared during year
	
	965,241

	Retained Earnings at end of year
	
	$13,028,191 


4. Ceyhun is a full-time employee at Karakartal Hotel, starting from September 2006. His Gross Salary for the month of February 2007 is 27,890 YTL. Suppose you are a member of the Accounting Staff in charge of accounting for Salaries and Wages. Ceyhun 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 Ceyhun understand how much is his Net Salary? (2 Points)
	Gross Salary
	27,890.00
	YTL

	Social Security Premium (Employee Share)
	3,904.60
	

	Unemployment Insurance (Employee Share)
	278.90
	

	Income Tax Base Amount
	23,706.50
	

	Accumulated G. Salary
	55,780.00
	

	Income Tax Bracket %
	27% - 35%
	

	Income Tax
	7,473.80
	

	Stamp Tax
	167.34
	

	Total Deductions
	11,824.64
	

	Net Salary
	16,065.37
	YTL


b) What is Ceyhun’s Total Cost to his Employer (i.e. Karakartal Hotel)? (2 Points)
	Gross Salary
	27,890.00
	YTL

	Social Security Premium
	5,438.55
	

	Unemployment Insurance
	557.80
	

	Total Cost to Employer
	33,886.35
	YTL


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

GOOD LUCK!

1
4

