19/03/10
Midterm Exam Answer Sheet
1. Suppose you are a hotel operating in Turkey. Moreover, suppose on 15/03/10, a guest paid $ 3,500 cash as to offset his Room Charges (8% VAT is included in the price). On the same day, the Turkish Central Bank’s closing figures revealed that 1 $ = 1.5200 TL.

a) Could you journalize this transaction? (2 Points)

Since hotel is operating in Turkey, according to “Unit of Measurement” principle, all transactions shall be recorded in Turkish Lira (TL). This means that $ 3,500 shall be converted into TL according to Turkish Central Bank closing rates on the same day (i.e. 1 $ = 1.52000 TL). Therefore, cash collected amounted 5,320 TL (i.e. 3,500 * 1.52000).







    Dr.


     Cr.

------------------------------------------------------------------------------------------------------------
Cash




5,320 TL

Room Revenue



4,926 TL

VAT Collected



394 TL

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

b) Suppose for the year 2010, no more receipts and payments are done in any other currency but Turkish Lira. Moreover, on 31/12/10, suppose that Turkish Central Bank’s closing figures revealed that 1 $ = 1.5600 TL. Under these circumstances, is there a Foreign Exchange Gain or Loss? Calculate this Gain or Loss. (2 Points)

Since the conversion rate of US Dollar to Turkish Lira increased on 31/12/10, this means there is a Foreign Exchange Gain. The amount of the gain is calculated as follows:

$ 3,500 * (1.56000 – 1.52000) = 3,500 * 0.0400 = 140 TL.
2. Batuhan Hotel's night auditor has prepared the below given Transaction Totals Report for the night of March 18th, 10 (8 % VAT is included in room prices and 18 % for the others).
	Account
	Amount:

	Cash
	$ 20,400

	Accounts Receivable
	2,560

	Visa Card
	1,458

	Rebates - Rooms
	1,050

	Rebates - Food
	78

	Rebates – Beverage
	22

	Rebates – Telephone
	15

	Room Charges
	28,750

	Restaurant Charges
	14,610

	Banquet Charges
	2,001

	Telephone Charges
	750

	Dry Cleaning Charges
	105

	Paid-outs
	320


Assume that 40 % of all Food & Beverage daily sales are beverage sales and the remaining is Food.
a) What is Batuhan Hotel’s Net Guest Ledger Balance? Is the Balance a Debit or Credit Balance? (1 Point)

· Batuhan Hotel’s Net Guest Ledger Balance = |Total Charges – Total Payments| = |Total Debits – Total Credits| = 46,536 – 25,583 = $ 20,953. This balance is a Debit balance.

b) What is Batuhan Hotel’s daily Net Room Revenue? (2 Points)

· Batuhan Hotel’s daily Net Room Revenue = (28,750 – 1,050) / 1.08 = $ 25,648.

c) What is Batuhan Hotel’s daily Net Food Revenue? (2 Points)

· Batuhan Hotel’s daily Net Food Revenue = (((14,610 + 2,001) * 0.60) – 78) / (1.18) = $ 8,380.
d) What is Batuhan Hotel’s total Food & Beverage VAT collected? (2 Points)

· Batuhan Hotel’s total Food & Beverage VAT Collected = (14,610 + 2,001) – ((14,610 + 2,001) / 1.18) = $ 2,534.
e) What is Batuhan Hotel’s daily Net Telephone Revenue? (2 Points)

· Batuhan Hotel’s Net Telephone Revenue = (750 – 15) / 1.18 = $ 623.

f) What is Batuhan Hotel’s Net Cash Sales? (1 Point)

· Batuhan Hotel’s Net Cash Sales = 20,400 – 320 = $ 20,080.

N.B. Students should show how they reached answers to parts a), b), c), d) and f) to get a grade + Round your answers to the nearest whole number!
4. Consider the following example pertinent to Deniz Holiday Village:
a) Using the below given account balances, prepare the Food & Beverage Department Income Statement for the month of February 2010. (5 Points)
	Account
	Debit
	Credit

	Food Sales
	
	$2,360,710

	Beverage Sales
	
	1,050,350

	Cost of Beverage Sales
	210,150
	

	Food Allowances
	28,320
	

	Cost of Food Used
	734,689
	

	Cost of Total Employee Meals
	
	50,250

	Other Income of F&B Department
	
	27,780

	Salaries & Wages
	465,800
	

	Employee Meals Expenses - F&B Dep.
	12,470
	

	Employee Benefits
	45,750
	

	Credit Card Commission
	8,960
	

	China, Glassware & Silver Expenses
	17,600
	

	Licenses Expenses
	8,630
	

	Subscription Fees
	1,971
	

	Menu Expenses
	2,358
	

	Other Operating Supplies Expenses
	23,444
	


	Deniz Holiday Village

	Food & Beverage Department Income Statement

	For the month ended February 28th, 2010
	Schedule A2

	
	
	
	

	
	Food
	Beverage
	Total

	Revenue
	$2,360,710 
	$1,050,350 
	$3,411,060 

	
	
	
	

	Allowances
	28,320
	
	28,320

	
	
	
	

	Net Revenue
	2,332,390
	1,050,350
	3,382,740

	Cost of Food & Beverage Sales
	
	
	 

	    Cost of Food & Beverage Consumed
	734,689
	210,150
	944,839

	    Less Cost of Employee Meals
	50,250
	
	50,250

	       Net Cost of Food & Beverage Sales
	684,439
	210,150
	894,589

	Net Other Income
	
	
	27,780

	
	
	
	

	Gross Profit
	
	
	2,515,931

	
	
	
	

	Expenses
	
	
	 

	    Salaries and Wages
	465,800
	
	 

	    Employee Benefıts
	58,220
	
	 

	       Total Payroll and Related Expenses
	
	524,020
	 

	
	
	
	

	Other Expenses
	
	
	

	China, Glassware & Silver Expenses
	17,600
	
	

	Licenses Expenses
	8,630
	
	

	Menu Expenses
	2,358
	
	

	Other Operating Supplies Expenses
	23,444
	
	

	       Total Other Expenses
	52,032
	
	

	
	
	
	

	Total Expenses
	
	
	576,052

	
	
	
	

	Departmental Income (Loss)
	
	
	$1,939,879 


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

	Rooms Department Income
	2,843,650

	Telephone Department Income
	124,869

	Other Operated Department Income
	33,333

	Administrative & General Expenses
	1,457,230

	Marketing Expenses
	427,980

	Property, Operation, & Maintenance Expenses
	225,230

	Energy Costs
	840,250

	Property Insurance Expenses
	155,000

	Depreciation Expenses
	93,420

	Interest Expenses
	124,865


· The Income Tax Percentage to be applied is 35 % of the Income before Income Tax.

	Deniz Holiday Village

	Income Statement

	For the month ended February 28th, 2010
	Schedule A

	
	
	

	Net Income
	
	

	    Rooms
	$2,843,650 
	

	    Food & Beverage
	1,939,879
	

	    Telephone
	124,869
	

	    Other Operated Departments
	33,333
	

	
	
	

	       Total Operated Departments
	$4,941,731 
	

	
	
	

	Undistributed Expenses
	
	

	    Administrative and General Expenses
	1,457,230
	

	    Marketing
	427,980
	

	    Property Operation and Maintenance
	225,230
	

	    Energy Costs
	840,250
	

	       Total Undistributed Expenses
	2,950,690
	

	
	
	

	Income Before Fixed Charges
	1,991,041
	

	
	
	

	Fixed Charges
	
	

	    Property Insurance Expenses
	155,000
	

	    Depreciation Expenses
	93,420
	

	    Interest Expenses
	124,865
	

	       Total Fixed Charges
	373,285
	

	
	
	

	Income Before Income Tax
	1,617,756
	

	
	
	

	Income Tax
	566,215
	

	
	
	

	Net Income
	$1,051,541 
	


c) Suppose that, on January 31st, 10, the Retained Earnings account in the equity session of Deniz Holiday Village Balance Sheet showed $ 6,540,723. Furthermore, assume that out of the profits of the month of February 2010, management decided to distribute 75 % of it as dividends. Can you prepare Deniz Holiday Village’s Statement of Retained Earnings? (3 Points)

	Deniz Holiday Village

	Statement of Retained Earnings

	For the month ended February 28th, 2010
	Schedule B

	
	
	

	Retained Earnings at beginning of month
	
	$6,540,723 

	Net Income for the month (Schedule A)
	
	1,051,541

	Total
	
	7,592,264

	Less Dividends Declared during month
	
	788,656

	Retained Earnings at end of month
	
	$6,803,608 


5. Melito is a full-time employee in Beşiktaş Hotel, since January 2010. His Monthly Gross Salary for the year 2010 is 10,625 TL. Suppose you are a member of the Accounting Staff in charge of accounting for Salaries and Wages. By the end of November, Melito stepped in your office and asked you to show him how his November Net Salary can be calculated.
a) Could you come with the necessary calculations as to help Melito understand how much is his Net Salary? (1.5 Points)
	Gross Salary
	10,625.00
	TL

	Social Security Premium (Employee Share)
	1,487.50
	

	Unemployment Insurance (Employee Share)
	106.25
	

	Income Tax Base Amount
	9,031.25
	

	Accumulated G. Salary
	116,875.00
	

	Income Tax Bracket %
	35%
	

	Income Tax
	3,160.94
	

	Stamp Tax
	63.75
	

	Total Deductions
	4,818.44
	

	Net Salary
	5,806.56
	TL


b) What is Milito’s Total Cost to his Employer (i.e. Beşiktaş Hotel)? (1.5 Points)
	Gross Salary
	10,625.00
	TL

	Social Security Premium
	2,071.88
	

	Unemployment Insurance
	212.50
	

	Total Cost to Employer
	12,909.38
	TL
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