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1. Define Accounting and its objectives.
· Accounting deals with money related activities that have to be recorded.

· The objective is maximum profit within a particular period of time.

2. Define bookkeeping.

· Bookkeeping is a part of accounting for recording and classifying records.

3. Explain the branches of accounting.
1. Financial accounting – Accounting for revenues, expenses, assets and liabilities. It deals with past events.

2. Cost accounting – Recording, classification, allocation and recording of current and prospective events.

3. Managerial accounting – Provides information to different management levels in hospitality operations for enhancing controls.

4. Tax accounting – preparation and filling of tax forms with government agencies, focusing on income tax at federal, state and local levels.

5. Auditing – Reviewing and evaluating documents, records and control system. Its most often associated with the external audit called a financial audit.

6. Accounting system – Personnel review the information systems of hospitality organizations. Not only include the accounting system but other elements such as reservations.

4. Define business organization.

· The business organization is referred to as a business entity, any business existing separately from its owners.

5. Explain the basic forms of the business organization.
1. Sole trader – an individual trading alone or under a trading name. They are liable for all business debts. When the business is successful the trader takes all the profits.

2. Partnership – A business owned by two or more people joined together for operating a business, created by agreement. Each partner is responsible for debts and actions of other partners in the business.

3. Limited partnership – One or more partners have limited liability. Every partner must have at least one general partner and there are several criteria that must be met in case of a limited partnership.

· Limited company – Shareholders are not only liable to lose their investment in the company in the event of business failure.

4. Corporation – An entity created by the state or another political authority. Its shareholders liability is normally limited to their investment owners, taxed only on distributed profits. Double taxation, corporate profits are taxed twice. Any profits paid out as dividends are considered taxable income to the stockholders.
· S – Corporation – Double taxation can be overcome if the corporation files as an S – Corporation for tax purposes. The S – Corporation is a hybrid form allowing limited liability for owners but avoiding double taxation.

6.  Explain the principles of accounting.

1. Cost – Recording the value of transactions for accounting purposes at the actual transaction price, such as a purchase of a new freezer unit must be recorded at the prices paid for it.

2. Business entity – Requires a business to maintain its own set of records and accounts separate from other financial interests of its owners.

3. Continuity of the business (going concern) – requires financial data to be recorded with a common unit of measure.

4. Unit of measure – preparing accounting records and reports, the business will continue indefinitely and liquidation is not a prospect.

5. Objective evidence – States all accounting transactions and resulting accounting records should be based on objectivity, evidence to the greatest extent possible such as invoices, cancelled checks etc.
6. Full disclosure – Financial statements must provide information on all facts related to the interpretation of the financial statements. This is done by either reporting the information in the body of the financial statement or in the footnote to the financial statement.

7. Consistency – Requires that once an accounting method has been chosen, it should be used from period to period unless a change is justified and disclosed. The consistency principle allows a user of financial information to make reasonable comparisons between periods.

8. Matching – requires that expenses and revenues be matched to the period in which they were incurred or earned regardless of when they are actually realized.

9. Conservatism – requires accounting procedures that recognize expenses as soon as possible, but delay the recognition of revenue until they are ensured such as non refundable deposits for future services should be recognized as liabilities until the service is actually performed, such as payment for a wedding party.

10. Materiality – state items that are material or that make a difference should be present in financial statements.

7. Define: solvency, profitability, cash, balance sheet, income statement and cash flow statement.

· Solvency – The ability to pay debts on time, reflected in part by the enterprises balance sheet.

· Profitability – The ability to generate net income, shown on a firm’s income statement.

· Balance sheet – Consists of things the business owns called assets and claims those assets called liabilities and owners equity.
· Income statement – Prepared monthly for management purposes and less frequently for outside users. Have different names such as the statement of earnings, profit and loss statement and statement of income and expenses.

· Cash flow statement – A financial statement showing the companies incoming and out coming money during a period. Cash inflow exceeds cash outflows resulting in an increase in cash flow. Cash out flow exceeds cash inflow resulting in a decrease in cash flow.
8. Explain the fundamental accounting equation.

· A businesses properties are called its assets, ownership rights to these assets are called equities.
· Assets = liabilities + owners equity.

· Owners equity = assets – liabilities.

· Liabilities = assets – owners.

9. Explain the double entry system.

· The double entry system is a method of recording transactions into books of account of business. 

· Information entered is obtained from a document such as an invoice credit note, cheque book etc. 

· Every transaction should be entered twice, once on the debit side and once on the credit side.

· A debit entry is always assets or expense.

· A credit entry is a liability, capital or income.

10. Explain debit and credit.

· Debit account – Record the amount on the left side.
· Credit amount – record the amount on the right side.
· Debit –
· Assets – Entire property of a person, association, corporation or estate applicable or subject to the payment of debts.
· Expenditure – Charges incurred, whether paid or unpaid.
· Credit –
· Liabilities – Anything owed to someone else.
· Capital – Assets for use in the production of further assets.
· Revenue – sales payments received by businesses from selling goods and services.
11. Define journal and ledger.

· Journal – A book of original entry, which transactions are recorded in the order in which they occur. Transactions entered in the journal are called journal entries.
· Ledger – A collection of all accounts debited or credited in the general journal or various special journals.

12. Explain balance of accounts and trail balance.

· Balance of accounts – The process of determining the difference between totals on the debit and credit side of the account and inserting the difference to the side where the amount is less in order to make the totals of the account equal.

· Trail balance – A statement prepared with the balance or totals or debit, credits of all the ledger to test the arithmetical accuracy of the ledger accounts. If the total amount of the debit and credit columns of the trial balance is equal, its assumed posting to the ledger in terms of debit and credit is accurate.

13. Define adjustments and explain the two types.

· Adjustments – at the end of the accounting period, a trail balance of all the general ledger accounts is taken. Certain assets that are partially consumed, not recorded as expenses must be recorded with journal entries called adjustments.
· Two types of adjustments –

1. Deferrals – 

· Adjustments for amounts previously recorded in accounts.

· Type of adjustments

· Previously recorded assets become expense such as prepaid insurance (an asset) becomes insurance expenses as time lapses.

· Previously recorded liabilities become revenue such as deferred service revenue (a liability) becomes revenue as services are provided.

2. Accruals –

· Adjustments for which no data has been previously recorded into the accounts.

· Type of adjustments

· Assets and revenues not previously provided such as recording a service provided, not previously recorded as a receivable (an asset) and a revenue.

· Liabilities and expenses not previously recorded such as recording the amount due to the utility company (liability) and corresponding expense.

14. Define unearned revenue.

· Unearned revenue is a liability/revenue adjustment involving unearned revenues generally covering instances in which the guest pays cash for future services.
· Eg: A customer may pay for a banquet space in advance; this payment would be recorded as a liability until the hotel gives the service, thereby earning the revenue.

15. Define the accounting cycle and explain the steps.

· The accounting cycle is the principle accounting sequence of procedures for a fiscal period.

·  Steps –
1. Analyzing transactions.

2. Journalizing transactions.

3. Posting.

4. Preparing a trail balance.

5. Preparing adjusting entries.

6. Posting adjusting entries.

7. Preparing an adjusted trail balance.

8. Preparing financial statements.

9. Recording and posting closing entries.

10. Preparing a post closing trail balance.

16. Define adjusted trail balance.

· For an adjusted tail balance, the adjustments are recorded in the general journal at the end of each accounting period, the last day of the month.
17. Define reversing entries.

· For reversing entries, journal entries are made on the first day of the accounting period to reverse the effects of adjusted entries made on the last day of the pervious accounting period.

18. Define closing entries and list the steps.

· Once financial statements are prepared, the revenue and expense accounts are closed. The accounts are cleared and balances are transferred to the owner’s equity or capital account.

· Steps – 

1. Close revenue & expense account to the income summary account.

2. Close income summary account to the owners equity account.

3. Close owner’s drawings account to the owners equity account.

19. Define and explain the elements of an income statement:
· An income statement is a financial statement used to express operating performance and to show managers and investors whether the company had a gain or loss of money during the financial period.
· Also called statement of operations, profit and loss statement.
· Elements of an income statement:

1. Revenue –

· Income a company receives from its normal business activities, usually from the sale of its goods and services to customers.

2. Expenses –

· An outflow of cash or other valuable assets from a person or company to another person or company. This outflow of cash is generally one side of a trade for products or services that have equal or better current or future value to the buyer than to the seller.
3. Gains –

· A profit that results from investments into a capital asset, such as stocks, bonds or real estate, which exceeds the purchase price.

4. Losses –

· A reduction in the value of an investment.

· A condition in which a company's expenses exceed its revenues.

20. Define internal and external users.

· Internal users are the managers of the business.

· External users include potential investors, creditors, and owners not active in managing the hospitality enterprise.

21. Define earnings per share and give its formula.
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A ratio providing a general indicator of the profitability of hospitality operations by comparing net income to the average common shares outstanding. 

22. Explain the statement of retained earnings.

· The statement of retained earnings is a formal statement showing the changes in retained earnings during the accounting period.

· Incorporated businesses typically provide a statement of retained earnings, while incorporated businesses provide a statement of owner’s equity. 

· The correction of an error in a financial statement of a prior period is shown on the statement of retained earnings rather than as part of operations for the current year.

23.  Define balance sheet.
· A balance sheet is a statement of the total assets and liabilities of an organisation at a particular date - usually the last date of an accounting period.

· The balance sheet is split into two parts:

1. A statement of fixed assets, current assets and the liabilities.

2. A statement showing how the Net Assets have been financed, for example through share capital and retained profits.

24. Explain the categories of a balance sheet.

1. Assets – Assets are divided into two categories and they are fixed assets and current assets. Under current asset cash and other assets expected to be converted to cash, sold, or to be consumed either in a year or in the operating cycle. These assets are continuously turned over in the course of business during normal business activity. According to accounting terms fixed assets are those assets which are tangible. These are purchased for continues and long term use in earning profit in the business.
2. Liabilities - To acquire its assets, a business may have to obtain money from different sources in addition to its owners (shareholders) or from retained profits. The various amounts of money owed by a business are called its liabilities.

3. Owners Equity - The remaining interest in assets. If valuations placed on assets do not exceed liabilities, negative equity exists. Shareholders' equity (or stockholders' equity, shareholders' funds, shareholders' capital employed) is this interest in remaining assets, spread among individual shareholders of common or preferred stock.

4. Current liability accounts - Notes payable
· Accounts payable
· Accrued expenses
· Advance deposits
· Income taxes payable
· Deferred income taxes, current
· Current maturities of long-term debt
· Other
5. Property & equipment accounts:

· Land
· Leasehold
· Furnishing and equipment
· Buildings
· Construction in progress
· China, glassware, silver, linen and uniforms
25. Define capital expenditure and revenue expenditure.

· Capital Expenditures: An expenditure for which the benefits are expected to be received over a period of greater than one year.  It is recorded to an asset account and not directly to expense. 
· Revenue Expenditures: An expenditure a hospitality firm makes for which the benefits are expected to be received within a year.  Examples include wages expense and utilities expense. 
26. Explain the methods of depreciation.
Methods of depreciation –

1. Straight-line depreciation: A method of distributing depreciation expense evenly throughout the estimated life of an asset (that is, the same amount of depreciation is taken on the asset in each year of its life).
2. Sum-of-the-years’ digits: A method that uses a fraction in computing depreciation expense.  The numerator of the fraction is the remaining years of the asset’s estimated useful life.  This figure changes with each year’s computation of depreciation. 
Formula: N (N+1) ÷ 2. N = number of years.
3. Double declining balance:  An accelerated method of depreciation that ignores salvage value in the computation of annual depreciation.
4. Units of Production: A method of depreciation in which depreciation is taken based on the usage of the asset.
27. Define financial ratios.
· Financial ratios provide a quick and relatively simple means of assessing the financial health of a business.  

· A ratio simply relates one figure appearing in the financial statements to some other figure appearing there (for example, net profit in relation to capital employed) or, perhaps, to some resource of the business (for example, net profit per employee, sales revenue per square meter of counter space, and so on).

28. Explain the classification of financial ratios.

1. Profitability: These ratios provide an insight into the degree of success of the owners in achieving the primary purpose of creating wealth. They express the profits made in relation to other key figures in the financial statements or to some business resource. 
2.  Efficiency: Efficiency ratios measure the efficiency with which certain resources have been utilised within the business. They are also referred to as activity ratios. 
3. Liquidity: It is vital to the survival of a business for there to be sufficient liquid resources available to meet maturing obligations (that is, debts that must be paid in the near future).  Some liquidity ratios examine the relationship between liquid resources held and creditors (payables) due for payment in the near future. 

4. Financial Gearing: This is the relationship between the contribution to financing the business made by the owners of the business and the amount contributed by others in the form of loans.  The level of gearing has an important effect on the degree of the risk associated with a business.  Gearing is therefore, something that managers must consider when making financing decisions.  Gearing ratios tend to highlight the extent to which the business uses loan finance. 
5. Investment:  Certain ratios are concerned with assessing the returns and performance of shares held in a particular business from the perspective of shareholders who are not involved with the management of the business.

29. Explain profitability ratios and give its formula.
1. Return on Ordinary Shareholders’ funds (ROSF):
· The return on ordinary shareholders’ funds compares the amount of profit for the period available to the owners, with the owners’ average stake in the business during that same period. 

· ROSF = 
Net profit after taxation and preference dividend (if any) x 100    
    

 Ordinary share capital plus reserves
2. Return on Capital Employed (ROCE):
· The return on capital employed is a fundamental measure of business performance. This ratio expresses the relationship between the net profit generated by the business and the long-term capital invested in the business. 
· ROCE is considered by many to be a primary measure of profitability. It compares inputs with outputs. 
· ROCE =
Net profit before interest and taxation   x 100
 Share capital + Reserves + Long-term loans 

3. Net Profit Margin (NPM)
· The net profit margin relates the net profit for the period to the sales revenue during that period. 
· This ratio is often regarded as the most appropriate measure of operational performance for comparison purposes as differences arising from the way in which a particular business is enhanced will not influence the measure. 
· NPM =   Net profit before interest and taxation x 100


 Sales Revenue 

4. Gross Profit Margin (GPM):
· The gross profit margin relates the gross profit of the business to the sales revenue generated for the same period. 
· Gross profit represents the difference between sales and the cost of sales. 
· The ratio is therefore a measure of profitability in buying and selling goods before any other expenses are taken into account.
· GPM = Gross profit x 100
                         Sales 

30.  Explain efficiency ratios and give its formula.
Efficiency ratios examine the ways in which various resources of the business are managed.

1. Average Stock Turnover Period:
· The average stock turnover period measures the average number of days for which stocks are being held.
· A business will normally prefer a low stock turnover period to a high period as funds tied up in stocks cannot be used for other profitable purposes. 
· Average Stock turnover period =
Average stock held x 365 days
  Cost of Sales 

2. Average Settlement Period for Debtors: 
· The average settlement period for debtors calculates how long, on average, credit customers take to pay the amounts which they owe to the business. 
· A business will normally prefer a shorter average settlement period than a longer one as, once again, funds are being tied op which may be used for more profitable purposes.
· Average settlement period for Debtors = 
Trade debtors      x 365 days
Credit sales revenue 

3. Average Settlement Period for Creditors:
· The average settlement period for creditor’s measures how long, on average, the business takes to pay its trade creditors. 
· This ratio also provides an average figure, which can be influenced by the time taken to pay one or two large suppliers. 
· Average settlement period for Creditors =
Trade creditors   x 365 days
Credit purchases 

4. Sales revenue to Capital Employed: 

· The sales revenue to capital employed (or net asset turnover ratio) examines how effectively the assets of the business are being used to generate sales revenue. 
· A higher sales to capital employed ratio is preferred to a lower one, because a higher ratio will normally suggest that the capital is being used more productively in the generation of revenues. 
· Sales to capital employed ratio =


              Sales revenue        

   Share capital + Reserves + Long-term loans
5. Sales Revenue per Employee:
· The sales revenue per employee ratio relates sales revenue generated to a particular business resource, that is, labour. It provides a measure of the productivity of the workforce. 
· Sales revenue per employee = 




Sales revenue



    Number of employees 

31. Explain the current ratio and asset test ratio and give its formula.
 Current Ratio:
· The current ratio compares the ‘liquid’ assets (cash and those assets held that will soon be turned into cash) of business with the current liabilities (creditors due within one year). 
· Current ratio =        

Current assets
Current liabilities
Acid Test Ratio:
· The acid test ratio represents a more stringent test of liquidity. 
· Acid test ratio = 

 Current assets (excluding stock)

 Current liabilities
  32. Explain the gearing ratio and interest cover ratio and give its formula.
Gearing Ratio:
· The gearing ratio measures the contribution of long-term lenders to the long-term capital structure of a business. 
· This ratio reveals a level of gearing which would not normally be considered to be very high. 
· Gearing Ratio = 

    Long-term (non-current) loans   X100                         
                Share capital + reserves + long-term 
                                  (non-current) loans
Interest Cover Ratio:
· The interest cover ratio measures the amount of profit available to cover interests payable. 

· The lower the level of profit coverage, the greater the risk to lenders that interest payments will not be met. 
· Interest cover ratio =  
Profit before interest and taxation 
                Interest payable
33. Define gearing.

Gearing:

· Occurs when a business is financed, at least in part, by contributions from outside parties. 

· The level of gearing associated with a business is often an important factor in assessing risk.
34. Define investment ratio.
Investment ratio:

· Are designed to help investors who hold shares in a company to assess the returns on their investment.
34. Explain dividend payout ratio and dividend yield ratio and give its formula.
Dividend Payout Ratio:
· The dividend payout ratio measures the proportion of earnings which a company pays out to shareholders in the form of dividends. 
· This ratio is normally expressed as a percentage. 
· Dividend payout ratio =        
Dividends announced for the year   x 100
Earnings for the year available for dividends
Dividend Yield Ratio:
· The dividend yield ratio relates cash return from a share to its current market value. 

· This can help investors to assess the cash return on their investment in the company. 
· Dividend yield ratio = 
Dividend per share / (1 – t) x 100
       Market value per share
35. Explain earnings per share and price earnings ratio and give its formula.
Earnings per Share:
· The earnings per share of a company relates the earnings generated by the company during a period and available to shareholders to the number of shares in issues. 
· The trend in earnings per share over time is used to help assess the investment potential of a company’s shares. 
· Earnings per share = 
Earnings available to ordinary shareholders 
      Number of ordinary shares in issue
Price/Earning Ratio (P/E):
· The price/earnings ratio relates market value of a share to the earnings per share. 
· The ratio is, in essence, a measure of market confidence concerning the future of a company. 
· The higher the P/E ratio, the greater the confidence in the future earning power of the company. 
· Price/Earnings ratio = 
Market value per share 
Earnings per share


1. Define profitability.

· Profitability is an increase that is made in a business activity which benefit the owners of a business.

· It’s also the ability of a firm to generate net income on a consistent basis. 

2. Explain the different stakeholders in the hospitality industry.

· The different stakeholders –

1. Directors:

· To direct the strategy and major decision making of the business.

· To retain control.

· To increase their own power and status from business growth.

2. Shareholders:

· To receive dividends from after tax profits.

· To share in the success / profitability of the business through an appreciating share price.

3. Workforce:

· To receive a fair wage.

· To ensure good working conditions.

· To secure their jobs through the survival and expansion of the business.

4. Customers: 

· To obtain good value for money from goods and services purchased.

· To receive high levels of customer service.

· To receive after sales service and supply of spares from a business which survives into the future.

5. Suppliers:

· To continue to sell profitability to the business.

· To be paid promptly and fully for goods supplied.

6. Banks/lenders:

· To be paid back in full when repayments are due.

· To receive interest on the loan when due.

7. Community:

· To benefit from the employment the business creates.

· To be free from environmental disadvantages the firm might generate.

8. Government:

· To receive tax revenue from profitable firms.

· To direct the operations of the business for the benefit of community / nation.

· To control business operations and performance to ensure it remains within national and laws.

· To assist the business in accordance with local and national policy.

9. Competitors:

· To compete by all lawful means.

· To differentiate its products from those of other businesses.

· To compare and contrast performance with other businesses.

3. Explain the ethical imitations to profitability: utilitarian principle, moral rights principle and justice principle.
· Utilitarian Principle: The morally correct action is the one that maximizes net social benefits, where net social benefits equals social benefits minus social costs.

· Moral Rights Principle: The morally correct action is the one that you have a moral right to do, that does not infringe on the moral rights of others, and that furthers the moral rights of others.

· Justice Principle: The morally correct action is the one that produces a fair distribution of benefits and costs, good and harm.

4. Define control system.

· A control system is a series of coordinated activities that help managers ensure that the actual results of operations closely match the planned results.

5. What is the control process and mention the steps it consists of.

· Control process -

· A series of coordinated activities that helps managers assess the extent to which actual results of operations match the planned results.

· An effective control system is important because managers must know how the operation is doing whether and to what extent it is meeting its goals. 

· Control process steps -

1. Establish Standards:

· There are several types of standards:

· Quality standards – Quality is the consistent delivery of products and services according to expected benchmarks which help define when and how quality is attained.

· Quantity standards – The volume of output can reflect a benchmark of expected productivity.

· Control standards – The planned or expected results of the operation and are expressed as a level of performance.

· Sources of control information – it is hard to find reliable information to use as a basis for setting standards. Sources of information include: 

· Averages developed by the industry nationally, statewide and or even locally.

· Property financial statements from past fiscal periods that reveal allowable expense and revenue information based on financial results for those previous periods.

· Property operating budgets specifying, anticipated levels of revenue and expense for a current fiscal period.

· In house measurements that consider potential costs matched with anticipated revenue.

· Two best sources of information are –

· Operating budgets

· In house measurements 

2. Effective standards:

· To be efficient, standards must accurately reflect results desired by the manager, based on the expectations of the target markets. 

· Standards must also be high enough to offer a challenge and encourage excellence but not so high as to be unattainable and to result in frustration.

· Effective standards must:

· Be specific and measurable.

· Once attained, be adjusted slightly to encourage further creativity and challenges.

· Include feedback as part of the control system. Affective employees must know how they are doing. In addition they will likely have practical suggestions about how control procedures can be made more effective.

3. Measure actual operating results:

· After standards are established, management must develop procedures for collecting and assessing actual operating information.

· Information about actual operating performance must be simple and easy to collect.

· Actual information must be collected in a manner consistent with the procedures and formats used to establish performance standards.

· Actual information generated from control purposes should be compatible with the formats used in accounting systems.

· Information must be collected consistently for each fiscal period.

· Checks on the controls should be part of the control system itself.

4. Compare actual results with standards:

· This comparison measures how well actual performance meets standards expressing planned or desired results with the standards that have been established.

· In this way F&B managers can determine the extent to which operational goals are being met. It is important that comparisons are made:

· Frequently, so that observed problems can be corrected as early as possible.

· Routinely, not just when problems are suspected.

· During different time frames, so for example, standard and actual costs can be compared both daily and monthly.

· As soon as possible after actual cost are known.

5. Take corrective action:

· F&B managers often consider corrective action equivalent to the entire control process.

· It is important to recognize that control is more than just taking over corrective action.

· Once the cause of an unacceptable variance between standard and actual results is determined, corrective action must be taken. That action may lead to a change in operating procedures.

6. Evaluate corrective action:

· It is important to evaluate the effects of the changes after corrective action has taken place.

· Evaluation ensures that corrective procedures are acceptable, reveals whether additional decisions are needed or indicates that more problems need to be resolved. 
6. What are the factors to be taken into consideration when designing a control system?

· To ensure managements time spent in the control function is productive, there are factors that should be considered in the design of a control stem which are:

1. Accuracy – A reasonably accurate assessment of the extent to which goals are being attained, accuracy must be balanced against the time spent developing control systems. It must be worth the time necessary to carry out the procedure.

2. Timelines – Control systems must provide evidence of performance as soon as possible after business activities occur.  F&B operations design control procedures to provide information on a daily basis about actual food and or beverage costs, also provided are reports such as monthly financial statement giving actual operating results at the end of a fiscal period. Many properties use computer based systems to provide complete daily financial reports.

3. Objectivity – Measurements of the level of performance must accurately reflect the desired results that control procedures are designed to monitor. Objectivity requires designing the best control system. Objectivity is more likely to be achieved when control systems are designed by a team of managers with help from all affected staff.

4.  Consistency – When actual results are measured, management must assess the operational level of performance in a manner consistent with the standard.

5. Priority – The control system must give priority to those factors that are most relevant to attaining the operations goals.

6. Cost – A well designed control system is cost effective. This can be measured by comparing the cost of implementing the control system with the cost reductions achieved by using the system.

7. Realism – A realistic control system is first of all a practical system. This involves all the considerations that have been discussed such as cost effectiveness and accuracy. Another realistic consideration has to do with the chain of command. Also control systems need a reward / motivation system that acknowledges high levels of performance when identified.

8. Appropriateness – The control system must fit into the work flow. It’s following control procedures decreases productivity reduces guest acceptance or hinders the operation, then that system is inappropriate and new control procedures must be designed.

9. Flexibility – The F&B business is always changing and organizational goals are continually evolving, such as new ways of doing things will affect what and how control procedures are used. The control system must be flexible enough to adapt to these changes.

10. Specificity – The main purpose of a control system is to help identify what corrective action is necessary to bring actual results closer to standards set by management. Well designed control systems provide specific information.

11. Acceptability – Staff members must understand and accept the control system. They must be trained and updated in the use of control procedures. Where possible, all affected staff members should participate in designing the system. This greatly facilitates acceptance and use of the system. In any event all procedures should be fully explained and justified in writing. It is important for staff members to view the procedures as beneficial to both themselves and the F&B operation.

7. Define: receiving, storing and issuing.

· Receiving:

· The business function that is responsible for verifying that the goods received are the goods the organization ordered. 

· This involves inspecting and accepting incoming shipments.

· Storing:

· A stock or supply reserved for future use.

· A place where commodities are kept.

· Issuing:

· Providing an item for general use or for official purposes usually in a quantity.

8. Define the guest cycle and explain the four different stages.

( The guest cycle describes the activities that each guest passes by from the moment he/she calls to communicate a reservation inquiry till he/she departs from the hotel. 

The guest cycle has four different stages:

· Pre-Arrival ( Arrival ( Occupancy ( Departure

1. Pre-arrival:

( At the pre-arrival stage, the hotel must create for every potential guest a reservation Record. Doing this initiates the hotel guest cycle. Moreover, reservation records help personalize guest services and appropriately schedule needed staff and facilities 

( The reservation department should, then, complete all the pre-registration activities and prepare guest folios (applicable only for automated systems). Doing so will eventually maximize room sales by accurately monitoring room availability and forecasting room revenues

Pre-arrival activities:

· Reservation record or a reservation file

· Letter of confirmation

· c) Reservation rack and reservation rack slips

2. Arrival:

( At the arrival stage, registration and rooming functions takes place and the hotel establishes a business relation-ship with the guest.

( The check-in clerk should determine the guest’s reservation status (i.e. pre-registered guests versus walk-ins). Later, he/she shall prepare a registration record or make the guest sign the already-printed pre-registration record (under some of the semi-automated and all fully automated systems).

Arrival activities:
a) Registration card (or record) or registration file

b) Room rack and room rack slips

3. Occupancy:

( At the occupancy stage, the front office department shall coordinate guest services in a timely and accurate manner. Moreover, front office clerks should encourage repeat guests by paying a great attention to guest complaints. This is ensured by placing complaint and/or suggestion cards in every public place and revenue centers in the hotel. Moreover, the hotel shall, at least on a daily basis, collect comment cards, proceed with their analysis, and provide positive feedback to guest as soon as possible.

( In addition, shall design effective procedures in order to protect the funds and valuables of guests. This might be ensured through guest key control, property surveillance, safe deposit boxes, and well designed emergency panels and exits…

( Another activity at occupancy is to process posting of guest charges [i.e. post room rates, F&B charges, additional expenses, and taxes…] to various guest folios, master Folios… While doing so, front office clerks shall continuously check for deviations from the house limit, and take corrective measures as to change the status of the guest to Paid-in-advance. Finally, front office clerks shall periodically review Account Balances in coordination with the night auditor.

Occupancy activities:

· Guest folio: shall be of duplicate forms and pre-numbered for cross-indexing control purposes

· Vouchers: support documents detailing facts of a transaction, but does not replace the source document (i.e. the invoice). Examples of vouchers might include charge vouchers, allowance vouchers, paid-out voucher, and correction vouchers…

· Information  rack slips

4. Departure:

( At the departure stage, the guest shall be walked out of the hotel. Moreover, front office clerks shall create guest history record. Finally, cashiers shall settle guest account outstanding balances.

( At departure, checkout personnel should encourage guests to consider returning to the hotel on any future date. That's why cashiers should act like a true sales person, and might eventually accept guest future reservations. That way, the stages of the guest cycle become really a cycle (i.e. start from where it ends).

( If at departure, the guest account is not fully settled, then late charges accumulate. In such an undesired case, the responsibility of collection lies within the accounting department, however the front office department shall provide all necessary types of information to make this collection easier, quicker, and feasible.

Departure activities:

· Credit card vouchers

· Cash vouchers

· Personal check vouchers

· Transfer vouchers

· Guest history records

9. What are the differences between a profit and nonprofit organisation?
Nonprofit organisation:

·  Exists for educational or charitable reasons, and from which its shareholders or trustees do not benefit financially.
· They are institutions that conduct their affairs for the purpose of assisting other individuals, groups, or causes rather than garnering profits for themselves.
Profit organisations:

· A business or other organization whose primary goal is making money (a profit), as opposed to a nonprofit organization which focuses a goal such as helping the community and is concerned with money only as much as necessary to keep the organization operating.

· Most companies considered to be businesses are for profit organizations; this includes anything from retail stores to restaurants to insurance companies to real estate companies.

10. What are the differences between a cost driven and market driven organisation?

Cost driven:

· In activity based costing (which states that products consume activities and activities consume resources) any factor which causes a change in the cost of an activity. An activity can have more than one cost driver attached to it. 

Market driven:

· Firm's policy or strategy guided by market trends and customer needs instead of the firm's productive capacity or current products.

11. Explain Activity Based Costing (ABC).

· Activity based costing is an accounting system that assigns costs to products / services based on the resources they consume. 
· It gives the visibility to how effectively resources are being used and how all activities contribute to the cost of a product or service. 
· It is used as a tool for understanding product and customer cost and profitability.

12. What are the advantages of the ABC method?

Advantages of ABC method:

1.    All costs are pinpointed by activity instead of being charged to overhead, which gives employees the incentive to think about how to reduce costs

2.    Cost allocations are based on the portion of activities that can be directly traced to a finished product itself

3.    Costs associated with an activity can be traced.

4.    The use of ABC shifts managers' thinking from traditional cost analysis to managerial decision making.

13. What are the limitations of the ABC method?

Limitations:

1.    Managers still need to make compulsory cost allocations based on volume.

2.    High measurement costs are associated with multiple activity centers and cost drivers.

14. Explain the basics of how the computer operates.

Computers:

· Are not very intelligent devices, but they handle instructions flawlessly and fast. 

· They must follow explicit directions from both the user and computer programmer. 

· Computers are really nothing more than a very powerful calculator with some great accessories. 

· Applications like word processing and games are just a very complex math problem.

Software:

· The software a series of very simple computer instructions carefully organized to complete complex tasks. These instructions are written in programming languages to help simplify the development of applications.

Hardware:

· Input Devices -- "How to tell it what to do"

· A keyboard and mouse are the standard way to interact with the computer. Other devices include joysticks and game pads used primarly for games.

· Output Devices -- "How it shows you what it is doing" 

· The monitor (the screen) is how the computer sends information back to you, whether it be surfing the web or writing a memo. A printer is also an output device.

· Storage Devices -- "How it saves data and programs"

· Hard disk drives are an internal, higher capacity drive which also stores the operating system which runs when you power on the computer.

· Memory -- "How the processor stores and uses immediate data"

· When you use a program, the computer loads a portion of the program from the hard drive to the much faster memory (RAM). When you "save" your work or quit the program, the data gets written back to the hard drive.

Operating System Software:

Operating system software provides a "user interface" for users to manage files, start programs, customize computer settings, and other tasks. The operating system also provides the fundamental core computer functionality for programmers.
Intel based PCs use Microsoft Windows XP as the operating system. Macintoshes use the Macintosh operating system.

Software Applications:

· Application software uses the operating system software and provides the real functionality of a computer. Applications include: 

· Word Processing (MS Word)

· Spreadsheets (MS Excel)

· Database (MS Access)

· Presentation (MS PowerPoint )

· Internet Browsers (Netscape Navigator, Internet Explorer)

· Games

15. Explain the uses of a spreadsheet.

The uses of a spreadsheet:

· The most important features of any spreadsheet are the calculation of figures using arithmetic signs or functions. While not completely unique to spreadsheets, this feature is particularly more visible and word processing software.
· You need not insert actual figures, as that would be cumbersome. You simply specify a function such as SUM, AVERAGE, etc and enclose into brackets the beginning column and row numbers and the ending column and row numbers.
· The use of functions helps to easily perform calculations. Not only would the computation be accurate but it helps to simplify an otherwise complicated calculations process.
· Perhaps the most frequent use of spreadsheets is in financial and cost accounting. Many businesses use spreadsheets to calculate balance sheets, profit and loss accounts and cash books.

16. Explain the different computer systems used in the hospitality industry.
Computer systems in the hospitality industry:

· Reservation systems - Any of several proprietary computer systems allowing real-time access to airline fares, schedules, and seating availability and offering the capability of booking reservations and generating tickets.

· Folios systems – Common types of automated system folios include:

· Individual folios – Also referred to as room folios or guest folios, are assigned to in house guests for the purpose of charting their financial transactions with the hotel.

· Master folios – A referred to as group folios, generally applies to more than one guest or room and contains a record of transactions that are not posted to individual folios. Master folios are commonly created to provide the kind of billing service required by most groups and conventions.

· Non guest folios – Are created for individual who have in house charge privileges but are not registered guests in the hotel. These individuals may include health members, corporate clients, special club members, political leaders or local celebrities. Non guest account numbers are assigned at the time that the accounts are created and may be printed or imprinted on specially prepared account cards. When purchases are charged to non guest accounts, cashiers may request to see the account card as a verification that a valid posting status exists.

· Employee folios – Can be used to record employees purchases, compute discounts, register expense account activity and separate authorized business charges from personal expenditures.

· Control folios – May be constructed for each revenue center and used to track all transactions posted to other folios, individual, master, non guest or employee. Control folios provide a basis for double entry accounting and for cross checking the balances of all electronic folios.

· Semipermanent folios – Used to track bill to accounts receivable. A guest who establishes credit privileges prior to check in may be allowed to settle their folio balance by billing a sponsoring organization or individual. The front desk agent then transfers the guests folio balance to a semi permanent folio to enable the back office to track the billing and subsequent collection of payment from the approved third part, bill to agency. Once the outstanding balance is paid, the semipermenant folio is closed.

· Permanent folios – Can be used to track guest folio balances that are settled to a credit card company. A permanent folio is established for each entity with which the hotel has contractual payment program. Permanent folios exist as long as the hotel continues to maintain a business relationship with the entity. 

· Property management systems - Deals with guest bookings, online reservations, point of sale, telephone and other amenities. Some property management systems also include payroll, back office and accounts.

· Electronic locking systems – An electronic lock grants access to authorized keycards time/dates and records the opening activity. This results in reduced liability, enhanced hotel security and more efficient staff management.

· Point of sale technology - Can mean a retail shop, a checkout counter in a shop, or the location where a transaction occurs.

17. What types of ethical issues can a company be confronted with?
The types of ethical issues:

1. Bribery

· A bribe is used to manipulate people by buying influence.

· Bribery has been defined as the offering, giving, receiving or soliciting of something of value for the purpose of influencing the action of an official in discharge of his money or property. The item of value may be direct payments of money or property.
2. Coercion

· Coercion controls people by force or threat.

· It’s a compulsion, constraint compelling by force or arms or threat.

· The force is often the threat of the use of power upon the disadvantaged party.

· Coercion may involve the threat of blocking a promotion, the loss of a job or blackballing an individual in the industry.

3. Deception

· Deception manipulates people and firms by misleading them.

· Deception is the act of deceiving, intentional misleading by falsehood spoken or acted.

· Knowingly and willingly making a false statement or representation, expressed or implied, pertaining to a present or past existing fact.

· It could include distorting or falsifying research or accounting data, creating misleading advertising and misrepresenting a product.

4. Theft

· Theft is taking something that does not belong to you, it is the act of stealing.
· The taking of property without the owner’s consent.

5. Unfair discrimination

· Unfair discrimination is defined as unfair treatment or denial of normal privileges to persons because of their sex, race, age, nationality, religion.

· A failure to treat all persons equally when no reasonable distinction can be found between those favoured and those not favoured.

· Unfair discrimination is present when an individual is denied a job, promotion or other benefit based upon the individuals race, sex or religion. These criteria have no relevance to such decisions.

18. Define the (BSC) Balance Score Card:
· The BSC builds on and has roots in traditional methods such as Total Quality Management (TQM), Customer-Defined Quality, Continuous improvement, Employee Empowerment, and most especially Measurement based Management and feedback models.

19. Explain the factors that form the basis of the (BSC) Balance Score card:

The factors of the BSC card:
1. Customer perspective

• Customer focus, orientation, and satisfaction are key components.

• Customer will find other suppliers if they are not satisfied or their requirements are not being met.

• Poor customer satisfaction is a leading indicator of future financial decline. Even if the current financial picture is good.

• Developing metrics in this area requires that customer profiles be done as well as the processes that provide the products and services to them.

2. Internal business perspective

• Metrics are used in this perspective to determine how well the organization’s businesses are running.

• Determine whether the businesses products and services conform to customer requirements (the Mission).

• Metrics must be carefully designed by those who know the business processes best.

• Typically there are 2 types of business processes relative to BSC:

1. Mission Oriented Processes that are special functions of major lines of business. Typically this requires specialized metrics.

2. Support Processes that are the day-to-day processes that support the business and organization. Typically they can be measured and benchmarked with generic metrics.

3. Innovation and learning perspective

• Employee training.

• Knowledge worker organization with people as the repository of knowledge.

• Continuous learning mode of operation driven by rapid technology advancements.

• Learning is more than training (for example, it includes mentors and tutors, ease of communication, etc.)

• Learning and growth constitute the essential foundation of success for any knowledge-worker organization.

• Utilization of technology tools, “high technology work systems” (for example, the intranet)

5. Financial perspective 

· Based on financial data that is timely and accurate funding data. Implementation of a corporate financial database is key. 

· Centralization and processing, accessibility, and automation of financial data is key.

· Special attention must be paid to any possible “skewing” of the financial perspective. 

· Risk Assessment and Cost/Benefit Analysis should be included in this perspective.

20. Define daily operations report.
· The daily operations report is also known as the manager’s report, the daily report and the daily revenue report.

· It contains a summary of the hotels financial activities during a 24 hour period.

· The daily operations report provides a means of reconciling cash, bank accounts, revenue and accounts receivable. The report also serves as a posting reference for various accounting journals and provides important data that must be input to link front and back office computer functions.

· Daily operations reports are uniquely structured to meet the needs of individual hotel properties.

21. Define occupancy ratios.

· Measure the success of the front office in selling the hotels primary product: guestrooms.

· The following room statistics must be gathered to calculate basic occupancy ratios:

· Number of rooms available.

· Number of rooms sold.

· Number of guests.

· Number of guests per room.

· Net room’s revenue.

· Generally these data are contained on the daily operations report.

· Occupancy ratios that can be computed from these data include occupancy percentage, average daily rate, revenue per available room (RevPAR), revenue per available customer (RevPAC), multiple (or double) occupancy ratio, and average rate per guest.

22. Explain the occupancy percentage and give its formula.

· Occupancy percentage indicates the proportion of rooms either sold or occupied to number of rooms available during a specific period of time.

· It’s important to note that some hotels use the number of rooms sold to calculate this percentage, while other hotels use the number of rooms occupied to calculate the number. Including complimentary rooms in the calculation can change certain operating statistics such as average room rate.

· Properties that evaluate management performance partly on the basis of occupancy percentage, including out of order rooms in the number of rooms available provides the manager with incentive to get those rooms fixed and recycled more quickly. Including all rooms in the property also provides a consistent base on which to measure occupancy.

· The occupancy percentage is calculated as follows:

· Occupancy percentage = Number of rooms occupied ÷ Number of rooms available.

23. Explain multiple occupancy ratios and gives its formula.

Multiple Occupancy Ratios:

· Frequently called the double occupancy ratio, although this phrasing may not always be accurate, is used to forecast F&B revenue to indicate clean linen requirements and to analyze daily room rates.

· Multiple occupancy is calculated as follows:

· Multiple occupancy percentage = number of rooms occupied by more than one guest ÷ Number of rooms occupied.

· Average number of guest per room is calculated as follows:

· Average guests per rooms sold = Number of guests ÷ Number of rooms sold.

24. Explain average daily rate and give its formula.

Average Daily Rate:

· Most of front office managers calculate an average daily rate (ADR) even though room rates within a property very significantly from single rooms to suites, from individual guests to groups and conventions from weekdays to weekends and from busy to slack seasons.

· Average daily rate is calculated as follows:

· Average daily rate = Rooms revenue ÷ Number of rooms sold.

25. Explain revenue per available room and give its formula.

Revenue per Available Room (RevPAR):

· (RevPAR) divides the total revenue of the hotel by the number of available rooms.

· It measures the revenue of erating capability of the hotel.

· Hotels with strong food, beverage, banquet and recreational facilities have RevPAR well above the average daily rate.

· Hotels with fewer revenue centers have RevPAR numbers closer to the ADR.

· RevPAR is calculated as follows:

· RevPAR = Actual room revenue ÷ Number of available rooms.

26. Explain revenue per available customer and give its formula.

Revenue per Available Customer (RevPAC):

· It measures the average revenue generated by each guest.

· RevPAC is calculated as follows:

· RevPAC = Actual room revenue ÷ Number of guests.

27. Explain average rate per guest and give its formula.

Average Rate per Guest:

· Resort hotels are often interested in knowing the average room rate per guest (ARG).

· ARG is based on every guest in the hotel including children.

· ARG is calculated as follows:

· Average rate per guest = Rooms revenue ÷ number of guests.

28. Explain room revenue analysis and give its formula.
Rooms Revenue Analysis:

· Front office staffs are expected to sell rooms at the rack rate unless a guest qualifies for an alternative room rate.

· A room rate variance report lists those rooms that have been sold at other than their rack rates. With this report, front office management can review the use of various special rates to determine whether staff has followed all appropriate front office policies and procedures.

· Computerized front office systems can be programmed to automatically prepare a room rate variance report.

· One way for front office management to evaluate the effectiveness of the front office staff is selling rooms is to look at the yield statistic.

29. Explain yield statistic and give its formula.

Yield statistic:

· Potential room’s revenue is the amount of room’s revenue that can be generated if all the rooms in the hotel are sold at rack rate on a given day, week, month or year.

· The ratio of actual to potential room’s revenue is known as the yield statistic.

· Yield statistic is calculated as follows:

· Yield statistic = Actual rooms revenue ÷ Potential rooms revenue. 

30. What are the major functions conducted by the rooms division department?
The major functions conducted by the Rooms Division Department are:

· Reservation, registration, room & rate assignment

· Fulfills guest services and updates room status

· Maintains & settles guest accounts

· Creates guest history records

· Develops & maintains a comprehensive database of guest information

· Coordinates Guest Services
· Front Desk Agent: Registers guests, and maintains room availability information. 

· Cashier: Closes guest folios, and properly checks out guests.

· Accounts Receivable Clerk: Posts charges in correct guest folios and updates folios' outstanding balances.

· Night Auditor: Controls the job of the Accounts Receivable Clerk, and prepares daily reports to management (ex: Occupancy Report and Revenue Report).

· Mail & Information Clerk: Takes Messages, provides Directions to Guests, and maintains Mail.

· Telephone Operator: Manages the Switchboard and coordinates Wake-up Calls.


· Reservation Agent: Responds to Reservation Requests and creates Reservation Records.


· Uniformed Service Agents: Handles Guest Luggage, escorts Guests to their Rooms, and assists guests for any bit of information requested.
 31. Define yield management.
· Also known as revenue management, is the process of understanding, anticipating and influencing consumer behavior in order to maximize revenue or profits from a fixed, perishable resource (such as airline seats or hotel room reservations).

· Revenue management is a management approach to optimising revenue, often based on managing revenues around capacity and timing (yield management), for different market segments or from different sources of funding.
· Revenue management is the process of understanding, anticipating and influencing consumer behavior in order to maximize revenue or profits from a fixed, perishable resource such as hotel room reservations.  

32. What is the purpose of yield management?

· The purpose of Yield Management is to try to determine how you can increase your profit while still maintaining customer satisfaction and also make best use of your products.  

33. Where can we use yield management in the industry?
Yield management used in the industry:

Hotels:

· A system that enables hoteliers to predict and understand their telephony usage in order to optimize their revenue and create more guest loyalty.

· Hotels use this system in largely the same way, to calculate the rates, rooms and restrictions on sales in order to best maximize the return too. 

Rental cars:

· In the rental car industry, yield management deals with the sale of optional insurance, damage waivers and vehicle upgrades. 

· It accounts for a major portion of the rental company's profitability, and is monitored on a daily basis.

Intercity buses:

· Yield management has moved into the bus industry with companies such as Megabus and BoltBus, which runs a low cost network in the UK and parts of the US.
34. Which strategies can be used to apply yield management in any type of service industries?

Yield management strategies:

1. Segmented Market: Hotels typically segment their market (customer base) into a set of categories based on the price each category is willing to pay. Typical categories include the business traveler and the [image: image1.wmf]

vacation traveler. Because demand patterns for each of these categories may vary significantly, hotels find it difficult to satisfy all of the demand simultaneously. A good example is the comparison between the time-conscious business executive and the price sensitive [image: image2.wmf]

vacation customer. The former is willing to pay a higher price in exchange for flexibility of being able to book a room at the last minute while the latter is willing to give up some flexibility for the sake of a more inexpensive room. RM tries to maximize revenues by managing the tradeoff between a low occupancy and higher room rate scenario (business customers) versus a high occupancy and lower room rate ([image: image3.wmf]

vacation customers). Such a strategy allows hotels to fill rooms that would otherwise have been empty. 

2. Fixed Capacity: A hotel
s capacity is relatively fixed - it is nearly impossible to add or remove rooms based on fluctuations in demand. If at all hotel capacity were flexible, there would be no need to manage capacity. 

3. Perishable Inventory: In [image: image4.wmf]

the hotel industry, hotel rooms are the inventory. A hotel room that remains unoccupied for a night loses all its value for that night. This inventory cannot be stored and is lost forever. Because RM tries to manage demand instead of supply, it proves to be good business sense for [image: image5.wmf]

the hotel. 

4. Low Marginal Cost: The fixed cost of adding a room in a hotel is heavily capital intensive. However, once [image: image6.wmf]

the hotel manages to cover its initial fixed costs, the cost of serving an additional customer is low enough that [image: image7.wmf]

the hotel can sell the room at a lower margin if it wishes. Such a strategy will obviously need to be balanced by one that also seeks to sell the room(s) at higher margins. Thus, the high fixed cost/low marginal cost nature of [image: image8.wmf]

the business makes price differentiation a necessity 
 something that is made possible by application of RM. 

5. Advanced Sales: More often than not, requests for bookings start early. Therefore, hotels have enough leeway to adjust room prices based on the variation between realized bookings and expected demand. If all hotel rooms are sold at the same time, [image: image9.wmf]

the hotel does not have the flexibility to adjust prices upward if demand picks up later. The tradeoff occurs when a manager is faced with the option of accepting an early reservation from a customer who wants a low price, or waiting to see if a higher paying customer will eventually show up.

6. Demand Fluctuations: Demand for hotel rooms is characterized by crests and troughs, which [image: image10.wmf]

the hotel factors in during the room pricing process. In peak season, [image: image11.wmf]

the hotel can increase its revenues by raising room prices, while during lean seasons it can increase its utilization rate by lowering prices. Past data will offer the manager a way to forecast when these periods of high and low demand may occur. Unfortunately, it is very difficult to predict the actual demand with a high degree of certainty. 
34. Define waste, spoilage and theft.

Waste:

· Unwanted or undesired material or substance. 

· It is also referred to as rubbish, trash, garbage, or junk depending upon the type of material and the regional terminology. 

· In living organisms, waste relates to unwanted substances or toxins that are expelled from them.

Spoilage:

· Production that does not result in good finished products. 

· The amount of spoilage can be considered either normal or abnormal. 

· Spoilage can be classified into the following categories: (1) Spoiled goods-goods that do not meet production standards and are either sold for their salvage value or discarded; (2) Defective units-goods that do not meet standards and are sold at a reduced price or reworked and sold at the regular or a reduced price; (3) Waste-material that is lost in the manufacturing process by shrinkage, evaporation, etc.; and (4) Scrap-by-product of the manufacturing process that has a minor market value.

Theft: 

· A term used to refer to fraud that involves someone pretending to be someone else in order to steal money or get other benefits. 

· The term is relatively new and is actually a misnomer, since it is not inherently possible to steal an identity, only to use it. 

· The person whose identity is used can suffer various consequences when he is held responsible for the perpetrator's actions. 

· In many countries specific laws make it a crime to use another person's identity for personal gain.



1. What are the government financial limitations?
1. Exchange policy:

· Refers to government intervention on foreign exchange markets to influence the level and direction of the external value of a country’s currency.

2. International trade policy:

· Limits the magnitude and direction of foreign trade and the amount of products that can be purchased.

3. Pricing and income policy:

· Government intervention in setting the process of goods and services and wages settlements.

· Income tax, the amount of tax that is paid on your income.

· These policies have two fundamental aims: 

· Control over general inflation

· The protection of jobs in the domestic economy.

2. Define property taxes.

· Property taxes are taxes that cannot be charged to the guest.

· Taxes in real estate and personal property such as restaurant equipment and fixtures.

· Property taxes are based on assessed values.

3. What are the factors that influence guests?

Factors influencing guests:

· Objective of visit.

· Guest’s concept of value.

· Absolute price.

· Social, economic factors.

· Ethnic or religious background.

· Age, sex, marital status.

4. Explain the responsibilities for the F&B manager in terms of control:
Responsibilities of the F&B managers in terms of control:

1. Selecting suppliers:

· Adequate quality

· Reasonable prices

· Prompt delivery

· Service

2. Purchasing the proper quality:

· Quality requirement factors:

· Geographic origin

· Variety, type, style, grade

· Production size / portion

· Brand name

· Density

· Medium of pack

· Specific gravity

· Container size

· Edible yield, trim

3. Purchasing the proper purchasing quantity:

If quality is not controlled the following may occur:

· Cash flow issue

· Increased storage costs

· Deterioration of quality 

· Increased chance of theft

Assessing a number of factors:

· Popularity of the menu items

· Product cost concerns

· Available storage space

· Safety level

· Supplier constraints 

4. Calculate quantities of products to be purchased:

Perishable items:

· Quantity needed – quantity = quantity to purchase.

Maximum inventory level:

· Is the greatest number of purchase units permitted in storage.

Minimum inventory level:

· Is the safety level – the number of purchase units permitted in storage.

Usage rate:

· Is the number of purchase units used per period.

Lead – time quantity:

· Is the number of purchase units withdrawn from inventory between the time an order is placed and when it is delivered.

Order point:

· Is the number of purchase units in stock when an order is placed.

5. Determine order points for each purchase items

· Cost 

· Quantity

· Unit cost

· Total cost, which both the supplier and purchaser have agreed upon.
5. Explain receiving controls.
Receiving controls:

· Effective receiving requires knowledgeable receiving personnel. 
· Check incoming products against purchase orders or purchase records.
· Check incoming products against standard purchase specification. 

· Check incoming products against delivery invoices.
· Accept incoming products.
· Move accepted products to the storage immediately.
· Complete necessary receiving documents.

6. Explain the different kinds of theft.

Kickbacks:

· The buyer’s works with someone from the suppliers company.
Fictitious companies:

· Submitting the invoices for products never received.
Reprocessing:

· Supplier may send an invoice for processing the second time.

7. Define directs and stores.
Directs:

· Inexpensive, perishable products generally purchased several times a week for more or less immediate use. 
· Directs are not entered into any storage records they are not considered part of food costs for the day on which they are received.
Stores:

· Expensive, items are purchased less often than directs and are produced in quantities necessary to rebuild inventory levels. 

· F & B operations may purchase stores as often as once a week or once every several months, depending on usage rates, inventory levels and type of product. 

· A minimum / maximum purchasing and inventory system for these items should be in place. 

· Stores must be tightly controlled usually by recording them in inventory records and using an issuing system to remove them from inventory. 

8. Explain the inventory control procedures.

Inventory control procedures:
1. Non product inventory – Refers to products in storage that are not issued to production areas during the time period (usually a month) covered by financial records.

2. Inventory turnover rate – Shows the number of times in a given period that inventory is converted or turned into revenue. It measures the rate at which inventory is turned into food or beverage costs required to generate food or beverage income.

3. Average inventory – Determined by adding the value of inventory at the beginning of the time period in question (usually a month) to the value of inventory at the end of that period and then dividing the sum by two.

9. Explain the procedures that can be used to manually asses costs for beverage items behind the bar.

When beverage items behind the bar are valued for inventory purposes, the following procedures can be used to manually assess costs:

1. Count the number of unopened bottles of each type of beverage product.

2. Determine the quantity of beverage products in opened bottles. This can be done either by visually estimating (e.g. to the nearest tenth of a bottle), by weighing or by using dipsticks.

3. Add the number of unopened bottles of each type of beverage to the amount remaining in opened bottles to assess the total volume of product available behind the bar.

4. Add the amount in the central storeroom to the behind the bar amount to determine the total beverage inventory.

5. Calculate the total cost of beverage items in inventory.

· Bin card system - A card attached to each site or bin in which individual items of stock are stored to record the receipts, issues, and balances of each item.

10. Define perpetual inventory system.

Perpetual inventory system:

· Involves keeping a running balance of the quantity of stored products by recording all newly purchased items as they enter storage areas and all quantities from storage to production areas.

11. What are the objectives of the issuing system?

Issuing system objectives:
· To limit access to storage areas to authorized staff members only.

· To match items removed from storage with actual production requirements.

· To assess quantities and costs of products removed from storage.

12. Explain bar par inventory level.

Bar par inventory level:

· Number of bottles of each type of beverage which are kept behind the bar all times.

· Bottle making.

· Bar par

· An established number of bottles of each type of beverage that is always kept in behind the bar storage areas.

· The number of bottles at the beginning, or end, of each shift, preferably the end, determines the number of full bottles needed to replenish the bar par.

13. Explain production planning.
Production Planning:

· The first step toward ensuring quality products and dining experiences that meet or exceed guest expectations.

· Production comprises three control points: preparing, cooking and holding.

· Personnel assigned to these areas are responsible for the wholesomeness, goodness and attractiveness of the foods and beverages that will be presented to the guests.

· Simply getting ready for production.

· Planned coordination among departments also prevents under or over utilization of resources.

· Each food and beverage operation must develop specific procedures for production planning that are suited to its own unique needs.

· A typical strategy is to first forecast production requirements and then translate those requirements into production plans.

14. Explain formulating production plans and give its formula.

Formulating production plans:

· Quantities of products required for expected production activities during the upcoming week must be estimated. These projections may be based on sales history records.

· A careful analysis of previous unit sales can help control production quantities and reduce leftovers.

· Seasons, weather, special events within the community and similar factors also affect production estimates.

· Regularly scheduled planning meetings should be held. 

· Personnel must directly involve with production activities should attend these planning sessions.

· During these meetings, estimates of production needs, derived from a study of sales history and similar information must be adjusted and converted into production plans. Sales history records using data from manual or computer tallies may be used to produce a master food production planning worksheet.

· Food production planning worksheet, this form can be used to determine the amount of menu item ingredients to purchase. The form allows recording of actual results of each day’s operation, including the number of leftovers. This information can be used to modify and update sales history information. Revised counts can then be used in estimating production needs in subsequent weeks.

· After the production planning meeting the required number of each menu item for the forecasting period is known. Therefore issue requisition forms for some days or items may also be partially completed. These requisition forms might be completely prepared for catered events if these costs are charged to a separate revenue center.

· Formula:

· Number sold / total guests x 100 = percentage of guests ordering item.

15. Explain the production control points.

Production control points:

1. Quality requirements –

· Standard purchase specifications

· Standard recipes

· Standard yields

· Standard portion sizes

· Standard portion cost for food production

· Standard portion cost for food production

· Standard glass and ice size for beverage products

2. Maintaining standards:

· Training – Employees must understand the standards

· Information – Information must be available in work stations.

· Tools and equipment – Tools and equipment needed for production staff to follow standards must be available.

· Supervision – Management must routinely supervise personnel to ensure compliance with all requirements.

3. Standard recipes as production tools:

· Foundation for establishing budgeting and menu pricing procedures:

· Basic production tools.

· Determine the standard amount of production time.

· Effective work practices.

· Safety considerations.

· Consistency in meeting guest’s desires and in attaining cost / profit goals.

4. Production cost control procedures:

· Involves preparing –

· Cooking and holding.

· Ensure quality while complying with cost limitations.

· Require that all standard cost control tools be used consistently.

· Issue food items only in those amounts needed to meet production requirements forecasted on the basis of past sales records and scheduled special events.

5. Special beverage cost control procedures:

· Use standard recipes

· Use portion control tools

· Beverage control procedures are being following

· Train beverage staff

16. Define folio.

A folio is a statement of all transactions affecting the balance of a single account.

17. Explain the different types of folios.

Types of folios:

1. Guest folio – Accounts assigned to individual persons or guest rooms.

2. Master folio – Accounts assigned to more than one person, usually reserved for group accounts.

3. Non Guest or semi permanent folios – Accounts assigned to non guest business or agencies with hotel charge purchase privileges.

4. Employee folios – Accounts assigned to employees with charge purchase privileges.

18. Define voucher.

· A voucher is a document detailing a transaction to be posted to a front office account, used to communicate information from a point of sale to the front office.

19. Explain the different types of vouchers.

Types of vouchers:

1. Cash voucher -

· A voucher used to support a cash payment transaction at the front desk.

2. Charge voucher –

· A voucher used to support the correction of a posting error which is rectified before the close of business on the day the error was made.

3. Cash advance voucher –

· A voucher used to support cash flow out of the hotel, either directly to or on the behalf of the guest.

4. Allowance voucher –

· A voucher used to support an account allowance.

5. Transfer voucher –

· A voucher used to support a reduction in balance on one folio and an equal increase in the balance on another.

· Used for transfers between guest accounts and for transfers from guest accounts to non guest accounts when they are settled by the use of credit cards.

20. Define point of scale.

· Point of scale is the location at which goods or services are purchased. Some hotels offer guest operated devices that also function as point of scale.

21. Explain the different types of record keeping systems.

Record keeping systems:

1. Non automated – Guest folios in a manual system contain a series of columns for listing individual debit (charge) and credit (payment) entries accumulated during occupancy.

2. Semi automated – Guest transactions are printed in sequence on a machine posted folio. The information recorded for each transaction includes the date, department or reference number, amount of the transaction and new balance of the account.

3. Fully automated – Point of sale transactions may be automatically posted to an electronic folio. When a printed copy of a folio is needed, debits and credits may appear in a single column with payments distinguished by parentheses or a minus sign.

22. Explain the different types of transaction classifications.

Transaction classification:

1. Cash payment - 

· Made at the front desk, reduce guest’s net outstanding balance.

· They are posted as credits to the guest or non guest account, and so decrease the balance.

2. Charge purchase –

· Represents deferred payment transactions, which are transactions in which the guest receives goods and services from the hotel, but does not pay for them at the time they are provided.

3. Account correction – 

· Resolves a posting error on a folio.

· By definition, an account correction is made on the same day the error is made, before the close of business.

4. Account allowance –

· Account allowance is a decrease in a folio balance for such purposes as compensation for poor service or for rebates for coupon discounts.

5. Account transfer –

· Account transfers involve two different accounts and tend to have offsetting impacts on a subsequent account balances.

6. Cash advance –

· The difference between a cash advance and other types of transactions is that cash advances reflect cash flow out of the hotel, either directly to or on behalf of a guest.

23. Explain cash banks.

· A primary set of front office accounting control procedures involves the use of front office cashier banks.

· Cash is an amount of cash assigned to a cashier so that a person can handle the various transactions that occur during a particular work shift.

24. Define audit controls.

· A number of front office audit controls ensure that front office staff properly handles cash, guest accounts and non guest accounts.

25. Explain the budgeting process.

The budget process:

· The operating budget outlines the financial goals of a hotel.

· The purpose is to relate operational costs to the years expected revenues.

· The yearly operating budget is broken down into budgets for each month of the fiscal year.

· Each department prepares its own monthly budget. These budgets cover individual areas of responsibility. They also serve as a guide for how the department will achieve its contribution to the properties financial goals.

· A budget plan projects the revenues the hotel expects during the period covered by the expenses required to generate the anticipated revenues.

· Executive housekeepers responsibility:

· Involved in the planning process that leads to the formulation of the budget.

· Informing the room’s division’s manager and general manager what expenses the housekeeping department will incur in the forecasted room sales.

·  Ensuring that the department’s actual expenses are in line with the budgeted costs with the actual occupancy levels.

· A budget is a guide, it provides managers with standards which they can measure the success of operations.

· By comparing actual expenses with allocated amounts, the executive housekeeper can track the efficiency of the housekeeping operations and monitor the department’s ability to keep its expenses within the prescribed limits.

26. Explain capital and operating budget.

Capital budget:

· A detailed plan for the acquisition of equipment, land, buildings, and other fixed assets.

· Plans for the expenditure of company assets for items costing $500 or more. These items have a life span that is more than one year such as furniture, fixtures and equipment are examples of capital expenditures.

· Capital expenditure in the housekeeping department may include room attendant carts, vacuum cleaners, carpet shampooers, pile lifters, rotary floor scrubbers, laundry equipment, sewing machines and trash handling equipment.

Operating budget:

· A detailed plan for generating revenue and incurring expenses for each department within the hospitality operation.

· Forecasts revenues and expenses associated with the routine operations of the hotel during a certain period.

· Operating expenditures are cost the hotel incurs in order to generate revenue in the course of doing business.

· In the housekeeping department, the most expensive operational cost is salaries and wages.

· Costs of non recycled inventory items such as cleaning and guest supplies are considered operational costs.

27. Explain budgeting expenses.

Budgeting expenses:
· The budgeting process begins with a forecast of room sales.

· Since all expense categories on the departmental income statement vary with occupancy, everything in the operating budget depends upon how accurately occupancy levels are forecasted.

· The room’s manager will give the executive housekeeper the yearly forecast of occupancy levels, broken down into monthly budget periods.

· The budgeting process simply involves relating costs per occupied room to the forecasted occupancy levels.

28. Explain the types of budgeting expenses.
1. Salaries and wages:

· Salaries and wages expense for the housekeeping department is related to positions such as executive housekeeper, assistant housekeeper, inspectors, linen, room attendants, horsepersons, lobby attendants and other employed in the housekeeping operation.

· Using a staffing guide the executive housekeeper can determine how many labour hours in each job classification are needed to ensure smooth operations at varying levels of occupancy.

· When planning the salaries and wages expense for the operating budget, the executive housekeeper can use the staffing guide in conjunction with the occupancy forecasts to determine staffing needs for each budgeting period.

· In forecasting salary and wage costs, the executive housekeeper will need to account for any scheduled salary and wage increase as well as any cost of living adjustments planned by the property.

2. Employee benefits:

· Calculations related to employee benefits depend on the number of labour hours expected to be scheduled, types of job classifications involved and the properties policies regarding employee benefits.

· Benefits such as the cost of holiday or vacation pay, employee meals, payroll taxes, medical expenses or insurance, social insurance such as pensions staff parties or social events.

3. Outside services:

· Employing any outside contractors for major cleaning projects or for laundry and dry cleaning services, then the cost of these services are averaged thought the budget periods.

· The executive housekeeper can consult current contracts or past invoices to determine the expense levels to the budget.

4. In house laundry:

· The executive housekeeper needs to work closely with the laundry managers to budget laundry expenses.

· The forecasts of occupancy levels provided by the rooms division along with the properties staffing guide will be the basis for determining all expenses related to salaries, wages and benefits for laundry personnel.

5. Linens:

· Linen supplies in the housekeeping department are a recycled inventory item, their life spans are ultimately limited.

· New linens must be purchased throughout the year as older linens are removed from service due to loss, damage or wear.

· Monthly physical inventories of linens show the executive housekeeper how long the existing stock of linens lasts and how much of each type of linen needs to be recorded to maintain appropriate par levels.

· The results of physical inventories of linens are submitted to the hotel’s general manager, who routinely transfers the information to the hotels accounting department. The accounting department regularly processes the information and provides valuable statistical information related to usage rates, losses and expenses per occupied room.

· The executive housekeeper can use the cost per occupied room for replacement linen to forecast linen expense for the periods covered by the operating budget.

6. Operating supplies:

· Operating supplies expense category for the housekeeping department includes non recycled inventory items such as guest supplies and amenities, cleaning supplies and small equipment.

· With other housekeeping expense categories, the executive housekeeper can budget for the costs of these items on the basis of cost per occupied room.

· Guest supplies include pens, stationery, matches, soap, shampoo, toilet and facial tissue, garment bags, and other amenities provided in each room for the convenience and use of the guests.

· Cleaning supplies include not only chemical cleaners, polishes and detergents but also small equipment needed on a daily basis such as applicators, brooms, brushes, mops, buckets, spray bottles and a variety of cleaning cloths.

· By following the inventory control procedures the executive housekeeper has an effective system for tracking the usage rates for the various cleaning supply items at different levels of occupancy.

7. Uniforms:

· Provision must be made for the cost of new and replacement uniforms.

· The cost of washing or dry cleaning uniforms as well as costs associated with repairing damaged uniforms may need to be reflected in the operating budget.

· Uniforms are a recycled inventory item.

· The executive housekeeper should maintain an itemized list of all types of uniforms maintained in the department’s inventory.

29. Explain the performance measurement system.

· The balance scorecard (BSC) is a performance measurement system.

· Performance measurement systems provide managers with systematic information to take strategic decisions for the company.

· The balance scorecard is a tool for managers that combine both financial measures with operational measures.

30. What are the four questions that form the basis of the B.S.C (Balance Score card)?

1. Customer perspective

· How do our customer see us?

2. Internal perspective

· What must we excel at?

3. Innovation and learning perspective.

· How can we continue to improve and create value.

4. Financial perspective.

· How do we look to shareholder and those with financial interest?

31. Define BSC.

BSC – Balanced Score card:

· It builds on and has roots in traditional methods such as Total Quality Management (TQM), Customer-Defined Quality, Continuous improvement, Employee Empowerment, and most especially Measurement based Management and feedback models.

32. Explain the BSC structure. 

1. Customer perspective:

• Customer focus, orientation, and satisfaction are key components.
• Customer will find other suppliers if they are not satisfied or their requirements are not being met.
• Poor customer satisfaction is a leading indicator of future financial decline. 
• Developing metrics in this area requires that customer profiles be done as well as the processes that provide the products and services to them.
2. Learning and growth :
• Employee training.
· Corporate culture attitudes on individual and corporate self improvement.
• Knowledge worker organization with people as the repository of knowledge.
• Continuous learning mode of operation driven by rapid technology advancements.
• Learning is more than training (for example, it includes mentors and tutors, ease of communication, etc.)

• Learning and growth constitute the essential foundation of success for any knowledge-worker organization.
• Utilization of technology tools, “high technology work systems” (for example, the intranet)

3. Internal business perspective:

· The Internal Business perspective asks: "What do we need to correct within our own business to ensure we deliver the value propositions the market needs and expects?" Say a manufacturer wants to be the low price leader in the market place. It needs to drive down all internal costs of production and marketing. 

· To meet this goal, a manufacturer would need lower labor and material costs than its competitors. Even marketing costs would have to be reduced. Questions about the Internal Business Perspective need to be uncompromising. Perhaps the question should be "What must we be excellent at?" Or "What must we be best in the world at?"

• Metrics are used in this perspective to determine how well the organization’s businesses are running.
• Determine whether the businesses products and services conform to customer requirements (the Mission).
• Metrics must be carefully designed by those who know the business processes best.
• Typically there are 2 types of business processes relative to BSC:

1.) Mission Oriented Processes that are special functions of major lines of business. Typically this requires specialized metrics.

2.) Support Processes that are the day-to-day processes that support the business and organization. Typically they can be measured and benchmarked with generic metrics.

4. Financial perspective:

· Based on financial data that is timely and accurate funding data. Implementation of a corporate financial database is key. 

· Centralization and processing, accessibility, and automation of financial data is key.

· Special attention must be paid to any possible “skewing” of the financial perspective. 

· Risk Assessment and Cost/Benefit Analysis should be included in this perspective.
33. Explain rising performance standards.

Revising performance standards:

· Collect and Analyse information about current Performance Standards;

· Generate ideas for new ways to get the job done;
· Evaluate each idea and select the best approach;
· Test the revised performance standard;
· Implement the revised performance standard. 
34. Explain labour control and employees.

Labour control & employees:

· Get to know the employees
· Employee Motivation
· Increasing interest in work
· Job rotation - Job design technique in which employees are moved between two or more jobs in a planned manner. The objective is to expose the employees to different experiences and wider variety of skills to enhance job satisfaction and to cross-train them.

· Job enlargement - Job design technique in which the number of tasks associated with a job is increased (and appropriate training provided) to add greater variety to activities, thus reducing monotony. It is a horizontal restructuring method in that the job is enlarged by adding related tasks. Job enlargement may also result in greater workforce flexibility.

· Job enrichment - Job design technique that is a variation on job enlargement concept. Job enrichment adds new sources of job satisfaction by increasing the level of responsibility of the employee. It is a vertical restructuring method in that it gives the employee additional authority, autonomy, and control over the way the job is accomplished. Also called job enhancement or vertical job expansion.
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