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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
1. 
i. An account can be thought of as a holding place, in which the details of different business deals are placed. The additions or withdrawals from the account are tallied and the final monetary amount is described as the balance.

The amount the guest charged by the hotel is added in the debit column. This is money owed to the hotel by the guest. Any money obtained from the guest is added in the credit column, including deposits paid in advance.

The balance column shows a continuous difference between credits and debits calculated on through the following sum: “prior balance + debits – credits = net outstanding balance.” This methodology is applied to every folio, in which all cash and credit transactions are noted for every hotel resident guest. Traditionally, the debit transactions are noted on the left hand side of the folio and the credits are noted to the right. The remaining balance is determined by subtracting the right from the left.

In a manual system, folios are kept as hard copies in racks in the cabin of a cashier or the back office. This is much less common than it once was. More often, automated systems are used, where every folio is recorded on a computer and a hard copy is only printed when the guest is ready to check out. 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. When guests leave the balance has to be brought back to zero through a payment (or credit).

ii. A guest ledger is a compilation of folio accounts at the front office. It is the sum set of all the folios accounts for guests currently registered at the hotel. Any single debit entry to a guest folio will not only increase the guest’s balance, but it will also increase the net outstanding balance on the guest ledger.
The guest ledger includes information including the sum of revenues due to the hotel’s accounts receivable from the various departments, such as Food & Beverage. This information should match the sum of charges made to guest folios.

Other types of information included are:
· The total number of guests present in the hotel
· The total number of guests expected to check out 
· The total number of guests checked out on the current day
· The total number of guests reserved for the current day

iii. The City ledger, or non-guest ledger, records every account that does not belong to a resident guest. This could include people who come to the hotel for food or drink and those companies that use the hotel for meeting space or for regular staff accommodation. 

At the time of check out, if a resident’s remaining balance is not brought to zero with a credit, it will be switched from the guest ledger to the city ledger. When this transfer takes place, the duty for the account collection switches from the front office to the accounting department. 

[bookmark: _GoBack]Accounts that are included in the city ledger are often those for: airlines; travel agencies; disputed bills; guests who did not arrive; direct billing accounts (those that will be settled by a guest’s employer; and credit card payment accounts (when a guest uses a credit card, this transaction creates an account receivable for the hotel to be collected from the credit card company). Advance payments are also recorded in the city ledger and then transferred to the guest ledger when the relevant guest checks in.

A majority of city ledger accounts are cleared within 30 days of billing rather than daily as they are often held by regular customers of the hotel who accrue regular charges over the month. A really good example of this type of company is an airline, as a number of their staff from long-haul flights regularly need accommodation at hotels near airports.

iv. Generally the transactions undertaken by businesses, regardless of their scale, include:
· Selling goods or services to customers
· Buying raw materials or goods to resell
· Carrying out payments
· Receiving payments in return for goods or services
· Paying money into and withdrawing cash from the bank
· Paying payroll expenses
· Paying the owners, either as drawings or dividends. 

v. The profit and loss account is one of the two chief types of financial statements. Essentially, it boils down to “income – expenses = profit or loss”.  They show the company’s ability or lack thereof to generate a profit. 

It summarises the revenues, costs and expenses incurred during a specific period of time, generally monthly, quarterly, or annually.  It will show the income from goods or services sold, direct costs of sales, gross profit, operating costs for the business (those not proportionally linked to sales, such as accounting fees, salaries, heating, water, gas, rent and rates etc.), taxes due, depreciation and amortisation of assets, and a net profit. 

vi. Petty cash is a method of paying for small expenses for goods or services with cash, rather than cheque or bank transfer, as these methods are disproportionate to the value of the purchase/payment. Normally in companies there is a set amount of cash set aside for this purpose in, for example, a tin. It is often used by companies to buy supplies for the staff kitchen such as coffee and biscuits, for example. 

A record of petty cash shows each transaction, corroborated with a receipt, and a continuously decreasing cash balance. Change from purchases is placed back in the petty cash tin along with the receipt. In summary, records for the petty cash should show the date of purchase, the supplier/item purchased, the net amount paid, the gross amount paid, and the balance.

Oversight of the petty cash fund is important because of the potential for abuse/theft.

vii. A balance sheet is one of the most important financial statements issued by a company. It shows the business’s financial standing at a given point in time, and is often described as a ‘snapshot’.  It shows both what a company owns as well as what it owes, the balance between total assets and liabilities of the business, and its net value.

It is created at the end of the financial year by the accountant and is linked to the financial position at the close of the books. The balance sheet shows exactly how the business stands, while a profit and loss account shows how it got to that point. 

It should include information on current cash assets, accounts receivable, long term assets held, accumulated depreciation, short term debt, accounts payable, income taxes due, sales taxes payable, director’s capital investment (if any), retained earnings, and earnings (ie equity).

2. There are two main types of account dealt with at a hotel’s front desk. These are the guest accounts and the non-guest accounts.

A guest account is a detailed record of financial transactions between the hotel and the guest. These accounts are established when guests confirm their reservations or when they register at the front desk. During their stay, it is the job of the front desk to maintain records of all transactions associated with the balance of the guest’s account. They do this by posting transactions to the guest folios, though in modern hotels this is done automatically as guests by drinks in the bar or food in the restaurant, for example. This account forms part of each guest’s folio, which shows further vital information, such as the guest’s name, room  number, date of arrival, date of departure, room rate, address, and billing instructions.

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. For example, on occasions when a hotel has to enforce a ‘guest limit’ of debits, guests will be required to settle part or the entire remaining bill. 

A non-guest account is a record of transactions between the hotel and a non-resident customer of the hotel. These customers can include local businesses, establishments, agencies, or groups who use the hotel’s facilities. Their bills are often sent not on a daily basis, but on a monthly basis. All these transactions are recorded in the city ledger.

Guest accounts can also become non-guest accounts when residents do not clear their balance at the time of check out.
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