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Unit 10
Accounting in Hospitality
Assignment #10
1.                Give short answers to the following questions:

1. Outline the basic principles of accounting.
     The basic principles of accounting are;
1. 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. 
1. 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.  
1. 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.
1. What is a guest ledger? Which type of information does it contain?
     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. It contains information pertaining to all folio accounts (e.g. house account, guest account and master account) of registered guests at the hotel. It also provides information such as;
1. Total number of guests in the hotel
1. Total number of guest expected to check out from the hotel
1. Total number of guests reserved for the current day
1. Total number of guests checked out on the current day
1. Which type of information is contained in a city ledger?
     The city ledger (Non- Guest Ledger). This records every account that does not belong to a resident guest, however at check-out time, if a resident guest’s account remaining balance is not brought to zero, it will, then, be switched from the Guest Ledger to the City Ledger. Information included in the city ledger are;
1. Credit card payment accounts
1. Direct billing accounts {guests’ whose bill will be settled by the company}
1. Airlines
1. Travel agencies
1. Skipper’s Account
1. Bad cheques account {Bounced cheques of guests}
1. Disputed bills account
1. Retention charges account from DNA guests
1. What are the typical transactions that businesses undertake?
     Regardless of the way a business is run, whether it is a sole trader, company, or partnership, it will still go through all of the same kinds of transactions.
     Generally, these transactions include the following;
1. Making sales - selling goods or services to customers
1. Buying raw materials or goods to resell
1. Carrying out payments
1. Receiving payment - receipts - in return for goods and services
1. Paying money into and withdrawing cash from bank
1. Paying payroll expenses, such as, wages and salaries to workers
1. Paying the owners (either as drawings or dividends). 
1. Describe profit and loss accounts.
The profit and loss account forms part of a business financial statements. It summarizes the trading results of a business over a period of time (typically a year). The profit and loss account only show ‘revenue’ transactions that are connected with the commercial activity of the business.
       The trading account.
The top section of the profit and loss account up to and including the gross profit, is referred to as the trading account. This is because it shows only the direct trading activities of the business.
       Sales
At the top of the trading account is the sales figure- this will include all of the work invoiced, whether the invoice has been physically paid by the customer or not. It may even include work the business has undertaken but not yet completed, depending on if you provide services and the particular circumstances they are provided under.
     Cost of sales
Represents the costs incurred o generate sales. Any invoices for goods or services that the business received from their suppliers will be included, whether they have been paid or not. Cost of sales also includes any adjustments made for stock. The stock adjustment excludes the stock at the period end and includes the stock brought forward from the last period. This ensures that only the stock purchases used for the current period’s sales are reflected.
     Gross profit and the gross profit margin
Gross profit is simply the difference between the businesses’ sales and cost of sales. It shows the sales mark-up and can therefore highlight inefficiencies and pricing issues.
     
Administrative expenses.
Administrative expenses are the business overheads. Wages can be included under this heading, or maybe reflected under cost of sales.
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1. What is petty cash? How is it recorded?
     Petty cash is a supply of cash that is kept on a business premises, that is used to make small payments, for small items of expense in the form of notes and coins.
     The petty cash is handed over to each shift, to the oncoming receptionist/cashier.
                         Example of how petty cash is usually recorded.
Note* A record of petty cash only shows each transaction corroborated with a receipt and a continuously decreasing cash balance, e.g.
Petty cash analysis for the month of November, with an imprest amount of $400.00
	Date 
	Supplier 
	Amount /(expense)
	Balance 

	20th.Nov. 2017
	
	
	$400

	20th. Nov. 2017
	Crystal’s gift shop (pens and stamp books)
	$50
	$350

	25th.nov. 2017
	Travel expense of employee on official business (travel company)
	$35
	$315
















1. What is a balance sheet?
     A balance sheet is a detailed document, that displays the business’ financial standing at a given point in time. It is created at the end of the financial year, by an accountant. It is linked to the financial position on the date upon which the books are closed. The balance sheet shows exactly how the business stands. It demonstrates the balance between total assets and liabilities of the business and its net value.
                                    Example of a balance sheet
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Question 2. Discuss the different types of accounts that are dealt with at a hotel’s front office.
There are two main types of accounts that are dealt with at the front office, the Guest Accounts and the Non- Guest Accounts. At times a third type of account is dealt with at the front desk, known as a Management Account.
1. Guest Accounts- a guest account is a detailed financial transaction record taking place between the guest and the hotel. These accounts are established when guests confirm their reservations or when they register at the front desk. This account is maintained by the front desk, as it is their duty to request payment for any outstanding bills. Depending on the circumstances, the front office may require guest to make full or partial payments on to their account, this may be the case in situations where the hotel has established a house limit and it is been enforced because of overbooking, etc.
1. Non- Guest Accounts/House Accounts/City 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. 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. 
1. Management Account- Some hotels allow the managers to entertain the guests’ queries or grievances, or any possibility of acquiring a business deal over a brief interaction with the guests. For example, if a guest has some problem about the hotel policy, the manager calls the guest for interaction over a coffee or a drink and tries to resolve the same. The expenses towards this interaction are then recorded on the management account.
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Balance Sheet
December 31, 20X3

Assets Liabilities
Current assets Current liabilities
Cash $100,000 Accounts payable $ 80,000
Short-term investments 50,000 Salaries payable 10,000
Accounts receivable 75,000 Interest payable 15,000
Inventories 200,000 Taxes payable 5,000
Prepaid insurance 25,000 $450,000 Current portion of note 40,000 $150,000
Long-term investments Long-term liabilities
Stock investments $ 40,000 Notes payable $110,000
Cash value of insurance 10,000 50,000 Bank Loan 35,000
Mortgage obligation 75,000
Property, plant & equip. Deferred income taxes 80,000 300,000
Land $ 25,000 Total liabilities $450,000

Buildings and equipment ~ $150,000
Less: Accum. depreciation (50,000) 100,000 125,000

Intangible assets

Goodwill 275,000 Stockholders’ equity
Capital stock $300,000
Other assets Retained earnings 160,000
Receivable from employee 10,000 Total stockholders’ equity 460,000
Total assets $910,000 Total liabilities and equity $910,000
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Balasore, Orissa
Mob: 09437264738

Profit & Loss Alc

Patticulars

T-Apr-2008 1o 30-Gep-2008

7-0ct 2008 to 31-Mar-2009

Trading Account

Sales Accounts
CST Sales
Local Sales
Sales @ 20%
Sales - Advertising Services
Sales AMC for Computers
Sales - Exports
Sales Bills to Make

Cost of Sales :
Opening Stock
Add: Purchase Accounts
Less: Closing Stock

ct Expenses
Assembling Charges
Carriage frwards

Gross Profit

Income Statement :

ct Incomes.

Indi

ct Expenses
Depreciation on Fixed Assets
Interest & Finance Charges
Operating Expenses

Salaries & Rermuneration Paid
Seling & Distribution Expenses
Ermployer ESI Contributions
Employer PF Contributions

Bonus

Business Promotion Expenses
Legal Fees

Miscellaneous Expenses

Reseatch & Development Expenses

Nett Profit

1283360000 147,37,41.50
29,50,125.00 30,80,000.00
96,29,675.00 1,48,56,185.00
2,82,000.00
23,800.00 32,750.00
30,000.00 35,000.00
70,34250
3,75.000.00

1034543400 1.35,27,671.64
242257341
1,27,51,387.50 1144731000
242257341 13,58,831.73
032851408 125,11 05158
16,620.00 16,620.00
5,12000 9,12000
7,500.00 7,50000

24.88,165.91 62,09,575.82]

248816691 62,08,575.62|

8,22,096.49 16.36,653.32]
60262220
475,00 56,044.37
1,58,736.00 17483275
6,03,255.00 6,75,810.00
6,100.00 13,300.00
4.411.00 4,257.00
21,989.49 22,607.00
50,000.00
25,500.00

16,500.00

10,630.00 258000
10,000.00

16.66.069.42 45.72,022.50)





