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1.
I. Basic Principles of Accounting:

· The amount paid to the hotel by the guest is added in the debit column. Hence, a debit (dr.) is money owed to the hotel by the guest.
· Any money obtained from the guest is added in the credit column. Hence a credit is money, including deposits made in advance, paid by the guest to settle their bills.
· The balance column shows a continuous difference between credits and debits calculated on of the premise “prior balance + debits – credits = net outstanding balance.” This ideology is applied to every folio/bill in which all cash and credit transactions are noted for every hotel resident guest that add to or reduce the balance of a given guest. It is also known as a “guest account card.” Some hotels refer to it as the Guest Weekly Bill. The debit transactions are noted on the left hand side of the folio and credits are noted to the right. The remaining balance is determined by subtracting the right from the left.

In a manual system, the folios are kept as hard copies in folio racks in the cabin of the cashier or the back office. In an automated system, the folios stay in the computer and a hard copy is printed out only when the guest is ready for check-out. Every entry into the folio is known as a posting. Each posting is recorded in the folio 
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in a sequence according to transaction order on a given date. Upon creation of the account, the folio begins with a balance of zero. A debit entry increases the guest’s remaining balance while a credit posting will lessen the outstanding balance. Upon the guest’s departure the outstanding balance has to be brought back to zero through a cash payment or through an approved credit card to a direct billing account.

II. A front office ledger is a compilation of folio accounts at the front office. There are two main types, city ledger and guest ledger.
Guest Ledger (Transient Ledger/ Front Office Ledger/ and the Room Ledger) is the sum set of all folio accounts of registered guests at the hotel (in-house guests) and any debit entry to the guest folio will not only enhance the guest’s balance but, it will additionally enhance the net outstanding balance of the guest ledger.
 
Guest Ledger is a type of ledger that has the accounts of all the guests residing in a hotel. After the registration process of the guest is over, a guest folio is opened on his/her name to record all the purchases which he/she is making from the hotel. 
Guests who make appropriate credit arrangements at registration may be extended privileges to charge purchases to their individual account folios. Guests may also pay against their outstanding balance at any time during occupancy. Guest’s financial transactions are recorded in guest ledger accounts to track guest account balances. Some of the accounts of the resident guests may be settled by their company, travel agency or airline company. In this case, at the time of the guest’s check-out, his signature is taken and the guest account is transferred from the Guest Ledger to City Ledger.


III. City Ledger (Non-Guest Ledger). This records every account that does not belong to a resident guest. At the check-out time, if the resident guest’s remaining balance is not brought to zero, it will, then, be switched from the Guest Ledger to the City Ledger. When the transfer takes place, the duty for the account collection switches from the front office to the accounting department (back office).

Accounting systems use ledgers to collect related accounts. A city ledger is a collection of related accounts that tracks money a hotel brings in that is not part of a transaction associated with a currently registered guest. Some hotels use different terminology for this ledger, calling it the house ledger or the non-guest ledger. Whatever the ledger may be called, however, the function tends to be the same in standard hotel accounting systems.

City ledgers typically contains at least four accounts. The first type of account is set up for individuals and businesses that use the hotel for meetings and events. Money collected from these types of customers are processed by the hotel's accounting department, instead of the front desk. Usually, these customers receive a monthly bill or invoice that details charges associated with the event, rather than charges 
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from a hotel stay. Weddings, conferences, seminars and group meetings are examples of events that would be tracked by this account in the ledger.

IV. Generally, the transactions all establishments will carry out include the following:

· Making sales - selling goods or services to customers;
· Buying raw materials or goods to resell;
· Carrying out payments;
· Receiving payment - receipts - in return for goods and services;
· Paying money into and withdrawing cash from bank;
· Paying payroll expenses, such as, wages and salaries to workers; and
· Paying the owners (either as drawings or dividends). Drawings are amounts taken out of the business by the owner for their personal use paying taxes, such as, VAT.
 
V. A profit and loss account is a financial statement that summarizes the revenues, costs and expenses incurred during a specific period of time, usually a fiscal quarter or year. These records provide information about a company's ability – or lack thereof – to generate profit by increasing revenue, reducing costs, or both. 

The Profit and Loss Account may be changed to reflect greater detail for the year - to -year comparison. For instance, you might want to segregate heat and light income in three different categories of oil, gas, and electricity, so if you choose to have a purge on energy costs, you will have the option to compare the effectiveness in the coming accounting period.
You may even want to separate sales from their relative expenses, so that the gross gains can be calculated for every section of the business.

Additionally, the costs have to be segregated into food and bar items, to be able to calculate the cost percentages with accuracy. Percentages are used commonly as they are constant, regardless of fluctuations in sales levels.
The Inland Revenue recommends that a system be set up for recording all revenue and expenses. This may be achieved through a software programme, an account book or a ledger method. They also advise that you maintain all the important records up-dated, instead of leaving everything until the end of the year. Finally, keep in mind that all records have to be kept for a minimum of five years.

VI. 
Petty cash is a small amount of discretionary funds in the form of cash used for expenditures where it is not sensible to make any disbursement by cheque, because of the inconvenience and costs of writing, signing, and then cashing the cheque.

At times, it is more convenient to pay small bills with cash and to accommodate this, draw a specific amount, say £500, for this purpose. A record of petty cash only shows each transaction corroborated with a receipt and a continuously decreasing 
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cash balance. If you withdraw £100 and have a receipt for £75, then, place the £25 change along with the documentation for the amount from whom the purchase was made in the petty cash box.

VII. A balance sheet displays the business’ financial standing at a given point in time. It is created at the end of the financial year, by the accountant, and is linked to the financial position on the date upon which the books are closed. It is feasible that it may change the next day. The balance sheet shows exactly how the business stands, while a profit and loss account shows how it got to that point. A balance sheet demonstrates the balance between total assets and liabilities of the business and its net value.

2. 
The front office accounting system is responsible for:
a) Creating and maintaining an accurate accounting record for each guest or non-guest in the hotel
b) Tracking all financial transactions throughout the guest cycle
c) Ensuring internal control over cash and non-cash transactions
d) Recording settlement for all goods & services provided

An account can be thought of as a box or some holding place, in which the details of different business deals have been placed within. The additions or withdrawals from the account are tallied and the final monetary amount is described as the balance. Even a single monetary transaction in a hotel can affect many different accounts. The front office accounts are a tool for maintaining records and information regarding the guest and non-guest monetary transactions. The most basic method of maintaining accounts is filling out the “T” form (it Looks like a T).

Types Of Accounts At The Front Desk

1. Guest Accounts:
A guest account is a detailed financial transaction record taking place guest and between the hotel and the guest. These accounts are established when guests confirm their reservations or when they register at the front desk. During the stay, it is the job of the front office to maintain records of all transactions associated with the balance of the guest’s account. Typically the front office will request payment for any outstanding bill in the settlement stage of the guest cycle. Sometimes, circumstances may dictate the need to have the guest make full or partial payment during other times of the guest cycle. For instance, in cases where the hotel has to enforce the house limit, guests crossing the limit may be requested to settle part or the entire remaining bill. When a house limit is put in place, settling the account is started, when the account balance goes over a pre-established limit, not at the check-out time.
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2. Non-Guest Accounts:
A hotel can extend in-house limits to local establishments or agencies, or groups sponsoring meetings as a way to promote itself. The front office will make non-guest accounts to keep track of such transactions. Such accounts may also be known as house accounts or city accounts. Non- guest accounts are established when guests fail to settle accounts at departure time.
When the status of a guest changes to a non-guest, the obligation of the account settlement goes from the front office to the back office (accounts department). Unlike guest accounts, which are noted on a daily basis, non-guest accounts are usually billed in monthly cycles by the accounting department of the hotel.
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