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SCENARIO
The questions in this paper are based on the following scenario.
You should read this scenario carefully before you start to answer the questions.

The Kimberley Hotel

The Kimberley Hotel is a 20 bedroom hotel in Stockham. The hotel is owned by Kim

and her husband Mario, who run it as a private limited company. There are no other
shareholders in the business.

The three-star Kimberley Hotel guest bedrooms have tea and coffee making facilities and
free Wi-Fi access to the Internet. The hotel is a very popular venue for business meetings
and its conference rooms can accommodate up to 50 people each. It also has a modern
bar that offers cocktails, and the restaurant serves Italian and other European food. Both
are popular with the local community.

Kim is responsible for keeping the financial records at the hotel. Her work includes
handling business documents, paying bills and making entries in the accounts.

Kim has been told that as you are studying business she should ask you for any help and
advice she needs.
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The Kimberley Hotel has a number of business clients who regularly use the hotel for
meetings and conferences. Kim sends these clients a statement of account. One of these
clients is Beachcroft Ltd.

1 (a) Using the details given below, complete the statement of account to be sent to
Beachcroft Ltd.

Account for Beachcroft Ltd
Cleppa Grove, Portishead, Somerset PH12 5FR

as at 25th May 2012
Balance brought forward from April 2012 statement ~ £165
5th May Hire of conference rooms £240
5th May Refreshments £ 60

The Kimberley Hotel
Barry Close

Stockham

ST1 7YH

Tel: 01443 112488

VAT Reg No. 3562789

Statement Date: 25th May 2012

Date Due: 29th June 2012

Statement of Account for:

. Account
Date Description Cha£rges Cre;hts Balance
£

Final Balance

3
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(b) Kim pays some of her suppliers by cheque.
Kim has received a bill for £241 from Linens Unlimited, who supply laundry services
for the hotel. Complete the cheque below to send, using today’s date, leaving it

blank for Kim to sign.

THE BANK
65-23-44
Date
Pay |
£
& ]
[3)
<
|
000012 65-23-44 / 8374699 Mrs Kim Chambers

(Total for Question 1 = 8 marks)

(a) Explain two benefits to Kim if she pays her suppliers by credit card rather than by

2
cheque.
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Kim pays her regular bills such as gas, electricity and business rates by direct debit.

(b) Explain two advantages of a direct debit to Kim.

(Total for Question 2 = 12 marks)
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3 You have received the following email from Kim:

From: Kim
To: Student

Subject: Invoice

Hi!

Phil Smith, a businessman employed by Beachcroft Ltd, recently stayed with us at
The Kimberley Hotel. He has contacted us to say he has lost his invoice. Could you
make out a copy for his stay please?

Details of Phil’s stay were as follows:

« Two nights’accommodation at the weekday rate of £65 per night
* One night’'s accommodation at the weekend rate of £60 per night
« Two evening meals at £25 each

* Drinks totalling £19.

The invoice for his stay should be sent to the accounts department at Beachcroft Ltd,
Cleppa Grove, Portishead, Somerset PH12 5FR. The last invoice we sent was number
3561. Please use today’s date.

Thank you

Kim

L English {U.K
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(a) Using the information given on the previous page, complete the invoice

below.

The Kimberley Hotel
Barry Close

Stockham

ST17YH

Tel: 01443 112488
VAT Reg No. 3562789

Invoice Date:

Invoice Number:

Invoice to:

Date of Stay: 3rd — 5th May 2012

Name of Guest:

Number of Nights Rate per Night (£)

Total Accommodation Cost
Meals

Drinks

Sub Total

VAT at 20%

Total to Pay

Total (£)

P 4 0 5 0 8 A 0 7 1 6
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At present Kim produces a single Profit and Loss Account (Income Statement) for
The Kimberley Hotel. This includes figures from the:

* Hotel rooms
« Bar and restaurant
» Conference rooms.

(b) Outline why it might be more helpful to the business for Kim to prepare separate
Profit and Loss Accounts for each of these areas of the hotel.

Stakeholders have an interest in the hotel’s financial performance.

(c) Identify one stakeholder of The Kimberley Hotel.

(d) Explain why this stakeholder would be interested in the hotel’s financial
performance.

(Total for Question 3 = 14 marks)
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Kim is considering installing a computerised system in the hotel to help her handle its
business transactions and prepare its financial statements.

4 (a) Explain two advantages of preparing financial statements using a computerised
system.

10
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(b) Kim has started the Profit and Loss Account below. Using the figures given,
complete the Profit and Loss account below for the Kimberly Hotel.

The Kimberley Hotel
Profit and Loss Account for the year ended
31st December 2011

Sales:

Hotel Rooms 70 000
Bar and Restaurant 80 000
Conference Rooms 50000
Total Sales

Cost of Sales 150 000

Gross Profit

Less Expenses:

Rent, Rates and Insurance 6 000

Wages and Salaries 9250

Light, Heat and Power 3500

Telephone and Broadband 1250

Total Expenses

Net Profit

(Total for Question 4 = 10 marks)
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Kim uses accounting ratios to help interpret her financial statements.

5 (a) Using the information and the formulae given below, calculate the Gross Profit
and Net Profit Margins for the conference rooms of The Kimberley Hotel for 2010.
Show your workings in the relevant section of the table.

Conference Rooms

2010 £
Sales 120 000
Gross Profit 42 000
Net Profit 14 400
Ratio Calculation 2010 2011

) Gross Profit x 100
Gross Profit Margin cales % 25%

) Net Profit x 100
Net Profit Margin % 15%
Sales

12
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(b) Explain one possible reason for the change in Gross Profit Margin and one for the
change in the Net Profit Margin from 2010 to 2011.

Change in Gross Profit Margin

13
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Kim has left the following information for you.

Assets and Liabilities for
The Kimberley Hotel 30th April 2012

Fixtures and fittings £100 000
Money in bank £25000
Kitchen equipment £50 000
Bank loan £80 000
Debts owed to suppliers £20 000

(c) Using the formula: Working Capital = Current Assets — Current Liabilities and the
figures above, calculate the working capital for The Kimberley Hotel.

Show your workings.

(Total for Question 5 = 10 marks)
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Kim’s accountant encourages her to take more notice of profitability and liquidity ratios.

*6 Evaluate the benefit to Kim of using these ratios in monitoring the success of her
business.

(Total for Question 6 = 6 marks)

TOTAL FOR PAPER = 60 MARKS
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