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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. The basic principles of accounting can be explained in terms of debit and credit. A debit is an entry that either increases an asset or expense account or decreases a liability or equity account. It is usually on the left side of the entry table. On the other hand, a credit is an accounting term that either increases a liability or equity account. It also decreases an asset or expense. Furthermore, a debit is the money owed to an establishment by a customer. While, a credit is money paid by the customer to the establishment.

ii. A guest ledger can also be referred to as a transient ledger. The ledger holds all the information from the folio accounts of registered guests at the hotel. The guest ledger is managed by the front office and bills in this ledger are expected to be settled by the guest upon check-out. 

The type of information contained in a guests’ ledger include the sum of all the guests’ folios that have information regarding the outstanding payments by the guests as well as payments already made either at time of booking or during the course of stay. It also contains guests’ information such as; method of payment, guest name, contact address, room number, date of arrival and departure, room rate, billing instruction.

iii. A city ledger is used for accounts that belong to guests that are not resident at the hotel. There are establishments that have relationships with the hotel and payments to the hotel for services rendered is usually based on an agreed schedule. A city ledger is usually managed by the accounting department of a hotel. The information contained therein include; the accounts that belong to various companies concerning unsettled debt (accounts receivable), credit card payment accounts, advance payments (accounts payable), bad cheques, disputed bills, direct billing. 

iv. The transactions that businesses undertake include the following: 
· Buying materials for the production of goods to resell
· Selling goods and services
· Making payments for services received from other business establishments
· Payment of wages and salaries
· Making deposits into the bank account of the company
· Paying dividends and settling loans
· Paying taxes and other government levies
All of the transactions stated above are part of the routine transactions carried out by businesses.

v. Profit and Loss account is a financial statement showing a company’s financial position at the end of a duration. It shows what the business has earned and what the business owes over a period of time, usually one year. It is used to establish the financial pattern of the business. It primarily takes note of the commercial activities of the business. This record provides information on a company’s ability to increase profitability either by increasing revenue or reducing costs.

vi. Petty cash is an instrument used for handling the daily expenses of a business. These expenses are usually not significant in terms of the amount involved. It is a stipulated amount of money that is earmarked for the purchase of smaller items. 

It is recorded by the use of a reducing balance schedule. The schedule has an opening balance of a stipulated amount. On a regular basis, expenses incurred with regards to the petty cash are deducted from the schedule and a daily/weekly balance is obtained. Transactions carried out are supported by evidence of purchase (receipt).

vii. A balance sheet is shows the business financial strength at the end of a given period; usually one year. It shows the relationship between the assets and liabilities of a business. It shows the financial condition of the business which gives a picture of the value of the business. It is effectively a summary of the financial health of a company. It also shows the capital (share holders’ fund) of the establishment for the same period it shows its assets and liabilities.

2. The different types of accounts that are operated by the front desk of a hotel include the following: 
· Separate guest account card: this is used for individual/independent guests. The guests’ that visit the hotel come at different times and have different duration of stay. 
· Group Folio/Master folio: this is used for transactions of different people that fall under the same umbrella as a single unit/group. Examples include: an office retreat, students on an excursion. 
· Semi-permanent or non-guest folios: this is used for credit transactions as the client already has a pre-arranged agreement with the hotel regarding payment schedule. Organisations book hotels for seminars, meetings and other activities. 
· Employee folio: this concerns financial transactions made by the hotel employees.
· Split folios: this applies when two guests are sharing the same accommodation, but their individual expenses differ on other things such as; use of the business centre, restaurant and bar. They would prefer to maintain different records to avoid a conflict upon settlement of the bill at check-out.
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