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1.
Introduction
Welcome to the Florida International University School of Hospitality and Tourism Management. You are now embarking on a career in one of the oldest and noblest professions – that of lodging, feeding, and transporting travelers. 

The School has both an undergraduate and graduate program. In these programs you will acquire (a) knowledge and skills that will enable you to advance more rapidly in your career as a hospitality and/or tourism manager.
This program guide is designed to assist you to: 

· better prepare for your courses, 

· better understand what skills you are expected to develop and how they 
will be evaluated, and
· realize, as you take them, that a common thread links your courses.
2.
Undergraduate Program 
Curriculum Disciplines
The undergraduate program imparts knowledge in the following fields:

· Hospitality Accounting

· Hospitality Finance

· Hospitality Law

· Human Resources

· Management

· Marketing

· Operations

List of Skills Assessed
Additionally, you will be given the opportunity to enhance your skills in the following areas:
· Critical Thinking

· Oral Communication

· Written Communication

· Academic Research

· Applied Research

· Professionalism

· Use of Information Technology

3.
Graduate Program 

Curriculum Disciplines

The graduate program imparts knowledge in the following fields:

· Hospitality Accounting

· Hospitality Finance

· Hospitality Law

· Human Resources

· Management

· Marketing

· Operations

List of Skills Assessed
Additionally, you will be given the opportunity to enhance your skills in the following areas:

· Critical Thinking

· Oral Communication

· Written Communication

· Applied Research

This Program Guide will indicate to you in detail what each of these skills comprises and how they will be evaluated.

4.
Artifacts, Course Learning Outcomes (CLO), Student Learning Outcomes (SLO), and Core Course to Capstone Course Flow Chart


Undergraduate Program


Student Learning Outcomes (SLOs)

As a result of new SACS requirements students’ acquired skills must be assessed at the end of each semester. These skills are:

1. Critical Thinking - Board of Governors
2. Oral Communication - Board of Governors
3. Written Communication - Board of Governors
4. Academic Research - School
5. Applied Research - School
6. Use of Information Technology - SACS
7. Professionalism (which includes “Content” – such as marketing, finance, accounting, human resources, management, etc) - School
These skills are also referred to as Student Learning Outcomes (SLOs). In the BSHM program the two courses – HFT 4295, Leadership, and HFT 4945, Advanced Internship - have been designated by our School as capstone courses.  As such, certain artifacts submitted by students in these courses will be assessed by the School's Institutional Effectiveness (IE) Committee to determine if  Student Learning Outcomes meet School standards. Artifacts are student work submitted in these courses – projects, oral presentations, reports, etc - that are used to assess SLOs. All artifacts are uploaded to the School's SLO-CLO site. An algorithm is then used to select a sample from among all the artifacts submitted by students in these two capstone courses. This sample is then assessed by the School's IE committee and the results are reported in various Student Learning Outcome (SLO) reports submitted periodically to the University.
Course Learning Outcomes (CLOs)
Course Learning Outcomes (CLOs) are, as the name implies, learning outcomes that are assessed at the course level, rather than at the School level. CLOs are assessed in all core courses in the undergraduate program. The same types of student skills that are assessed at the School level are evaluated at the course level by the professor who teaches each course. Professors select learning outcomes for assessment from among all the learning outcomes listed on the course syllabus. After these learning outcomes are assessed the scores for each student are entered in Documentation Workbooks containing tally sheets and summary sheets that compile the results. The compiled results for each learning outcome are then entered in the School's CLO site database on a section-by-section basis. All Documentation workbooks are also uploaded to this site, as are course syllabi, and contact data with our remote campus colleagues. The Course Learning Outcomes (CLOs) selected by a professor for assessment can be categorized according to the skills presented earlier in this section. The skills assessed in each core course of the BSHM program are presented in a summary illustration at the end of this section.

It is important to assess CLOs because all core courses help to impart the knowledge and develop the student skills that are assessed as SLOs in the two capstone courses taken by student in their final semester . SLOs reflect students' proficiency in all the skills and knowledge that students have acquired throughout their entire BSHM program - skills that have been previously developed and assessed at various stages of the program as Course Learning Outcomes (CLOs). 

It is understood that students will have begun to acquire the first five non-hospitality- specific skills (critical thinking, oral communication, written communication, etc.) listed above even before entering the Hospitality and Tourism Management program - in their high school and lower division college courses. It is the School's responsibility to help students further develop and refine them. Assessing results through the use of Course Learning Outcomes (CLOs) helps us ensure that we are fulfilling this responsibility, as well as that of imparting the knowledge and skills that are specific to the hospitality and tourism industry. 


Graduate Program

Procedures similar to those in the undergraduate program exist in the graduate program with regard to SLOs. The capstone courses in the MSHM program are: 


HFT 6296 - Strategic Management in the Hospitality Industry



and either:


HFT 6476 - Feasibility Studies



or:


HFT 6478 - Restaurant Development


The SLO skills assessed in the graduate program are:

1. Critical Thinking - Board of Governors
2. Oral Communication - Board of Governors
3. Written Communication - Board of Governors
4. Applied Research - School

Course Grades vs. CLO and SLO Scores
It should be pointed out that CLO and SLO scores used to assess student performance are distinct from grades assigned to students in their courses. To emphasize this point, the term "score" as opposed to "grade" is used to refer to the results of the assessment of CLOs and SLOs. Grades are used to determine whether or not a student passes a course. Scores are used to determine the effectiveness of the pedagogical processes of the School.

Course Syllabi


To promote equivalency of learning, the syllabi for all sections of the same course should be identical in the following areas:

1. Course description (The course description in the course catalog should be included as part of the course description in the syllabus.) 
2. Course objectives

3. Course learning outcomes

4. Textbook

5. University honesty policy

6. Library distance learning links 
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5.
Skill Assessment standards and procedures
Students should be aware of the standards that define proficiency in the various skills they will be asked to demonstrate - standards that will also be used to assess their performance, both for course grading and CLO-SLO assessment purposes. To this end the following characteristics and other criteria used to assess these skills have been developed and listed in this section. Students should refer to them as they prepare assignments involving each corresponding skill. More specific course-by-course criteria in the form of rubrics will be discussed in a later section of this Program Guide.
5-1
Critical Thinking Skill – Description and Evaluation 
Points
Description
Critical Thinking involves the following steps:
1. Acquire the necessary information concerning a problem or subject.

· The ability to gather information concerning a problem or a subject –facts.
· The ability to gather information concerning possible ways of solving the problem, or of better understanding a subject – theory.

2. Analyze and integrate the theory with the facts for the purpose of solving the problem or acquiring a new and better understanding of the subject.

3. Discuss the preliminary insights obtained from the analysis
4. Arrive at a final conclusion concerning a solution to the problem, or a better understanding of the subject.

Evaluation Points

The quality with which each of these steps is performed will be evaluated in the following general manner. Additional more specific structural evaluation points may be provided by your professor.
1. Acquire the necessary information concerning a problem or subject.

· Is the problem or the purpose for deepening one’s knowledge on a particular subject well defined and well developed? What is the goal of this critical analysis?

· Acquisition of data.
· Is supporting data provided?

· Is the data accurate?
· Is the data meaningful?

· Is the source of the data reliable?

· Is there a clear distinction between fact and opinion?

· Acquisition of theory.

· Is supporting theory provided?

· Is the theory the most recent?

· Does the theory relate to the problem or subject?

· Is the source of the theory reliable?

· Is there a clear distinction between accepted theory and proposed theory?

2.
Analyze and integrate the theory with the facts for the purpose of solving the problem or acquiring a new and better understanding of the subject.

3.
Discuss the preliminary insights obtained from the analysis


(The following apply to both steps 2 and 3 of the critical thinking process)

· Is the application of theory to data done in a clear, logical and coherent manner?

· Are the key assumptions identified?

· Are several solutions proposed when more than one solution to the problem exists?

· Are other possible perspectives or interpretations of the data concerning a subject acknowledged?

· Is the application of theory to data made with an impartial attitude?
· Are any possible author biases revealed and discussed?

· Are related issues that may distort the application of theory to data discussed and evaluated reasonably.

· Are connections to other issues or other contexts included?

4.
Arrive at a final conclusion concerning a solution to the problem, or a better understanding of the subject.

· Is a final conclusion presented?

· Are the key issues acknowledged when presenting this conclusion?

· Are assumptions underlying this conclusion clearly stated?

· Is the conclusion clearly and thoroughly related to the prior analysis?
· Is the conclusion based on an impartial, logical and consequential thought process?

· Are the consequences of this conclusion clearly stated and thoroughly explored?

Some examples of critical thinking as it is applied in various of the undergraduate courses are presented in an appendix.
5-2.
Oral Communication Skill – Description and Evaluation 
Points
Description

Oral communication involves the ability to present orally, in a clear and coherent manner, ideas and/or arguments, using appropriate voice intonation, eye contact, body language, and, if necessary, media. An inappropriately dressed orator will have difficulty convincing the audience to believe in him or her.
Evaluation Points
The quality of your oral presentation will be evaluated in the following general manner. Additional more specific structural evaluation points may be provided by your professor.
Appearance:
· Is your dress professional – no informal attire?
· Are you neatly dressed – no shirt hanging out under a coat or similar lack of attention to your attire?

· Are your clothes clean and pressed?

· Are you relaxed and self-confident?

Delivery:

Enthusiasm and Emphasis of Key Points
· Do you communicate enthusiasm to your audience?

· Do you emphasize key points and is it clear to your audience that you are emphasizing that point?

· Do you pause at appropriate moments to add drama to your statement?

· Do you use humor to emphasize points in your talk?
Eye Contact
· Do you make eye contact with your audience- focusing on different individual members of the audience?

Voice

· Is your voice clear and do you project it to your audience or do you speak under your breath - almost in a whisper – swallowing your words?

· Does your voice inflection change, is it appropriate for your current topic, and does it arouse the listener’s interest - or do you speak in a monotone?

· Do you make excessive use of the expressions: “Ah” and “Um”?

· Do you read your delivery? (You should only glance at your notes) 
Vocabulary

· Do you use articulate vocabulary, correct grammar, and descriptive expressions?
Movement

· Is your movement fluid?
· Does your movement help the audience to comprehend what you are saying, or does it distract the audience?

· Do your gestures create energy?

· Does your pacing support your presentation or does it distract the audience?
Time Limit

· Do you stay within the time limit?

Content:

Topic
· Do you speak on the assigned topic? If your topic is to present a research paper on good leadership characteristics do you give a cooking lesson instead?

Introduction

· Does your introduction indicate the purpose of your talk?
· Does your introduction captivate your audience?

· Do you instruct the audience and include all necessary information for the audience to understand your topic?
Body of the Talk

· Is the body of your talk presented in a tightly and logically woven manner?
· Is your talk organized in a way that leads up to a climactic point that convinces the audience?

· Do you demonstrate that you have adequately researched your topic? Do you demonstrate full knowledge of your topic?
· Do you present specific examples, facts, or statistics to support your position?

· Is your talk organized in such a manner that it points clearly to the conclusion you are going to reach at the end of your talk?

· Is the content of your talk accurate and unbiased - do you present counter arguments - and defeat them?
Conclusion

· Do you summarize your major ideas at the end of your talk?

· Is your audience left with a full understanding of your topic and of the conclusion you want them to reach?

· Do you come to a clear conclusion?

· Is your conclusion supported by the facts, evidence, or logic that you have presented in your talk?
Question and Answer Session

· If there is a question and answer session after your presentation, do you have counter arguments for opposing points of view and positions presented by the audience?

Use of Media:

· Do you use PowerPoint slides or other visual media to increase audience understanding of your topic and your conclusion?
· Do you point, at appropriate times, to the media you are using?

· Does your use of media distract from your message or emphasize it?
· Do you stand in front of your media? 
· If there is an audio element  (music or other sound effects) in the presentation, does it prevent the audience from clearly hearing the presenter?

· If a video is part of the presentation is it so long that it takes too great an amount of the presentation time and seems to be used by the presenter as a way of minimizing his or her oral presentation?
5-3 
Written Communication Skill – Description and 
Evaluation Points
Description

Written Communication skill is the ability to present a written exposition of ideas in a clear, well organized, coherent, and transparent manner without spelling, syntax, or grammar errors. There are three types of writing: (1) Narrative – tells a story, (2) Expository – informs, explains, clarifies, defines or instructs the reader, (3) Persuasive – convinces the reader to accept a specific point of view.

Appendix C contains a list of the writing styles students will be required to use in the undergraduate and graduate capstone courses.
Evaluation Points

The quality of your written presentation will be evaluated in the following general manner. Additional more specific structural evaluation points may be provided by your professor.
Organization:

Does the lack of any of the following organizational qualities diminish your reader’s interest in, and grasp of, your topic and/or argument?  

(Not all documents require the following three sections to capture a reader’s interest. Short documents do not require a table of contents or initial executive summary, but they should have a brief conclusion statement either at the beginning or the end of the document. See Appendix C for a sample of “short” and “long” documents that are required in the undergraduate and graduate programs at this School.)
· Do you include a Table of Contents?

· Do you have a brief Executive Summary that states your conclusion (a thesis statement) at the beginning of the paper and the logical path that you will describe and follow to arrive at your conclusion? If your document is expository state what you are going to inform. If it is persuasive state the point of view you want your reader to accept.
· Do you have a brief conclusion paragraph at the end of your document that summarizes the content of your paper and repeats your conclusion?
Content – the Body of the Paper:
Does the lack of the following procedural qualities in your content make your information, conclusion, or point of view difficult to understand?

· Do you clearly present the conclusion that you want your reader to accept? (In the case of a long document this is presented in the executive summary.)
· Do you clearly present all assumptions underlying your argument? 

· Do you develop your thought process gradually and logically, building on any assumptions you may have presented?
· Do you respond to the topic thoroughly?
· Do you use specific examples in support of your argument to demonstrate your grasp of the topic and make it easier for your reader to follow your logic as well as accept your conclusion?
· Do you digress from your topic in a manner that does not enhance the reader’s understanding of the topic and/or of your argument?
Structural:

Does the lack of the following structural qualities make your argument difficult to follow?

· Do you use precise and purposeful sentences that demonstrate a command of the language?

· Do you use a variety of sentence structures to maintain the reader’s attention and to approach the subject from different perspectives?

· Do you have fluid transitions between the different sections of your paper – or do you jump from one idea to another without laying out a coherent logical path for your reader to follow?

· Do you have a transition paragraph at the beginning of every section of your paper - a paragraph that tells the reader what will be covered in this new section?

· Do you have a short conclusion paragraph at the end of every section?
Conventions:

Do errors related to the following writing conventions interfere with your ability to communicate your ideas?

· Is your vocabulary appropriate, precise and vivid?

· Is your spelling correct?
· Is your syntax correct?  (Syntax is the sequence in which words are put together to form sentences. In English, the usual sequence is subject, verb, and object.)
· Is your grammar correct? 
Aids to Improve Writing Skill:

· Go to the following link on the internet to access a site that thoroughly discusses grammar:  http://grammar.ccc.commnet.edu/grammar/. 
· The process of sentence diagramming is explained at the following site: http://grammar.ccc.commnet.edu/grammar/diagrams/diagrams.htm. Click on the PowerPoint icon to access a diagramming slide show at the above site.
· Do you avoid the deadly sins of grammar? These are listed at: http://grammar.ccc.commnet.edu/grammar/sins.htm
· How to write an essay.
Go to: http://www.members.tripod.com/~lklivingston/essay/
· The six traits of good writing can be learned at:

http://www.thetraits.org/index.php

The Difference Between Syntax and Grammar:

See Appendix B for an explanation of the difference between syntax and grammar.

5-4 
Academic Research Skill – Description and Evaluation 
Points

Description

Academic, or basic, research is the process of investigating, obtaining, studying and analyzing information in order to establish one or more facts and reach a conclusion based on these facts. Academic research can be divided into two types: (1) argumentative, and (2) analytical. 
Demonstration of Academic Research Skills in Undergraduate Capstone Course

The report on the leadership traits of an outstanding person that is required in the capstone course: “HFT 4295 – Leadership in the Hospitality Industry” is argumentative. In this report the student attempts to convince the reader that the chosen subject of the report does in fact possess leadership qualities that are of value in the hospitality industry in sufficient number to make him, or her, a good leader in the hospitality industry.
Purpose of Academic Research 
The purpose of research is to gather external facts and theory, and present them, combined with personal insights based on an analysis using the critical thinking process. The result should shed new light on a topic by proving or disproving an original hypothesis concerning the topic. 

Research should not provide mere summaries of facts, of other topics, or of other peoples’ ideas. It should contain a significant component demonstrating student creativity. 
Plagiarism and Required Citation Method
Furthermore, all facts and ideas, or opinions, of others included in the research paper must be fully documented and cited. The citation style used by our School is the APA (American Psychological Association) style. Lack of citation makes a paper subject to the accusation of plagiarism. Courses that contain a research component will have posted on their blackboard cite a link to two documents that explain the APA citation method.
Procedure
The steps in the research process are:
	
	General Approach
	Application to the Leadership paper

	a.
	State a hypothesis
	In this case your hypothesis is that your selected public figure would be a good leader in the hospitality industry because he/she possesses a sufficient number of leadership qualities that are valuable in this industry.


	b.
	Decide what data needs to be collected
and collect the data
	This includes both the facts that are being analyzed (events in a leader’s life) and the theory or benchmark that is being applied to these facts, such as: “What leadership qualities are valuable in the hospitality industry, and why did you select these qualities as a benchmark?” Use critical thinking to answer these questions.


	c.
	Give meaning to the collected data – 

What new insight does it provide?
	What leadership characteristics did you decide to use as a benchmark of good leadership and in what ways do your subject’s life events conform and fail to conform to these characteristics.

	d.
	Explain to what extent the research
supports or does not support your 

hypothesis
	Use critical thinking to decide which of your subject’s leadership qualities are valuable in the hospitality industry and which are detrimental according to the criteria you have researched and selected? Does your subject possess enough of the valuable qualities to enable you to conclude that your subject would be a good leader in the hospitality industry? Support this conclusion with details.

	Research involves reviewing one’s conclusions as one discovers new facts. This may require the broadening of the research process and/or the modification of the conclusion. Essentially, research should be a reiterative process – a process in which one is constantly testing and re-analyzing the work that has already been done.


Evaluation Points

The quality of your academic research will be evaluated in the following general manner. Additional more specific structural evaluation points may be provided by your professor.
· Do you state a hypothesis? (Described earlier)
· Do you explain the purpose of the research (to prove or disprove, in varying degrees) the hypothesis?
· Do you review the various theories of leadership that might be beneficial in the hospitality industry?
· Do you select the leadership benchmarks that seem to be most valuable in the industry?
· Do you explain why you believe these benchmarks are the most valuable and describe leadership benchmarks that you reviewed but rejected as not being applicable in the industry? Explain why they were rejected.
· Do you thoroughly review the events in your subject’s life that reveal leadership qualities? This should not be a detailed history of your subject’s life. Any included detail concerning your subject’s life should be justified by integrating it into your critical thinking process.
· Do you combine the events with the theory based on a critical thinking process that weighs and evaluates the importance, significance, and validity of the events as indicators of good hospitality industry leadership?
· Do you describe your conclusions? This should not read like a propaganda paper for your chosen subject. You should present the good and bad leadership qualities that you discover in your research. You should then present a pondered conclusion based on a critical thinking analysis of your subject’s leadership characteristics. The conclusion should be nuanced – not “all good” or “all bad”. You might even suggest what your subject could do to overcome or eliminate some of the bad traits. 
· Do you cite specific authoritative sources to support any general statements you make or intermediate conclusions you reach? Remember, although you have taken a course in leadership in the hospitality industry, you are not an authority on this subject. 

· Do you footnote or endnote references for all researched facts, direct word-for-word quotations, or the general opinions and ideas of others?

· Does the last page of your document have a “References” page that includes all sources of facts, quotations, opinions or ideas. 
· Do you use the APA citation style throughout your report?
5-5
Applied Research Skill – Description and Evaluation Points
Description

Applied research is the process of investigating, obtaining, studying and analyzing information in order to establish one or more facts and resolve a particular practical problem based on these facts.
Demonstration of Applied Research Skills in the Undergraduate Capstone Course

HFT 4945 - Advanced Internship - Students are required to demonstrate applied research skills in the preparation and presentation of a project that they design and develop. The design of this project should be such that it is new to their internship company and potentially useful. The development and execution of the project should be such that the internship company will, in fact, consider it of sufficient value to use in the appropriate department of their company.

Demonstration of Applied Research Skills in Graduate Courses
In the following graduate courses students are required to demonstrate applied research skills by completing the consulting project required in each course listed below:
HFT 6296 - Strategic Management in the Hospitality Industry - Student s research and analyze the internal and remote strategic environments of a hospitality industry company and use this information to suggest improvements to its strategic management.

HFT 6476 – Feasibility Studies – Students analyze a specific hotel market area and assess how well a hotel would do in that market based on market factors. Results of research would typically be used in a lend/no lend decision by a source of financing for a new hotel project.
HFT 6478 - Restaurant Development - Students select a site and develop an appropriate restaurant concept for the location.
Purpose of Applied Research
The purpose of applied research is to gather external facts and theory, and present them, combined with personal insights based on an analysis using the critical thinking process, in such a way that a stated problem is solved. 

Applied research should not provide mere summaries of facts, of other topics, or of other peoples’ ideas. It should demonstrate clearly a student's critical thinking process used in creating the solution to the problem. 
Plagiarism and Required Citation Method
Furthermore, all facts and ideas, or opinions, of others included in the research paper must be fully documented and cited. The citation style used by our School is the APA (American Psychological Association) style. Lack of citation makes a paper subject to the accusation of plagiarism. Courses that contain a research component will have posted on their blackboard cite a link to two documents that explain the APA citation method.
Procedure
In the case of Applied Research the result should include: 
1. The identification of a problem based on the application of critical thinking to the systems and procedures that are already in place in the department or company under study. This applies to all four of the capstone courses in which applied research is required.
2. The creation of a process or procedure for analyzing (HFT 6296, HFT 6476 and HFT 6478), or method of solving (HFT 4945) the problem that includes the use of critical thinking in the analysis of the problem.
3. The preparation of either adequate documentation (HFT 4945) or the creation of an analytical framework (HFT 6296, HFT 6476 and HFT 6478), either of which should facilitate the resolution of this problem on a repetitive basis in the future.
The steps in the applied research process are elaborated in the following table:

	
	General Approach
	Application to: 

HFT 4945 - Advanced Internship

HFT 6296 - Strategic Management;
HFT 6476 - Feasibility Studies; 

HFT 6478 - Restaurant Development

	a.
	State a problem
	HFT 4945 - What deficiency exists in a student's 


internship department that the student can 

correct?

HFT 6296 - How can the chosen company's strategic
 

management be improved?
HFT 6476 - How can a chosen hotels operating results 

be improved?

HFT 6478 - What restaurant concept is best suited for a 

selected site?


	b.
	Decide what data needs to be collected

and collect the data
	Research the information that is required to answer the following questions in each of the above courses:
HFT 4945 - 

· Which of the department's processes can be improved?

· What information exists that can help to make this improvement?

HFT 6296 -

· What is the company's current management strategy?

· How can this strategy be improved?

HFT 6476 -

· What is wrong with the way the chosen hotel is being operated?

· What improvements should be made to the hotel?

HFT 6478 -

· Which site should be selected for a restaurant?

· What is the best restaurant concept for this site?



	c.
	Analyze your data and provide a solution to the stated problem.
	Evaluate the researched data and appraise it conceptually. Use critical thinking to decide what data is more applicable to the solution of the stated problem, explain the logic behind this evaluation and apply it to the solution of the stated problem. Support this conclusion with details.


	Research involves reviewing one’s conclusions as one discovers new facts. This may require the broadening of the research process and/or the modification of the conclusion. Essentially, research should be a reiterative process – a process in which one is constantly testing and re-analyzing the work that has already been done.


Evaluation Points

The quality of your applied research will be evaluated in the following general manner. Additional more specific structural evaluation points may be provided by your professor.
· Do you state the problem to be resolved? (Described earlier)

· Is the problem significant and of importance to the company?
· Do you engage in research that is sufficient and thorough enough to foster confidence in the soundness of your solution to the problem?

· Is the researched material all from reliable professionally utilized sources?

· Is the researched material organized logically?

· Is it clear what researched material you are drawing on to make each of your inferences? (An inference is the process of arriving at a conclusion by applying rules of logic, statistics, etc.)
· Do you arrive at unsupported conclusions, and make sweeping, generalizations as if you were an authority on the subject? 
· Do you cite specific authoritative sources to support any general statements you make or intermediate conclusions you reach? 
· Do you apply researched data accurately to arrive at your conclusions?
· Do you footnote or endnote references for all researched facts, direct word-for-word quotations, or the general opinions and ideas of others?

· Does the last page of your document have a “References” page that includes all sources of facts, quotations, opinions or ideas. 

· Do you use the APA citation style throughout your report?
5-6
Use of Information Technology - Description and 
Evaluation Points

Description

The modern manager should be knowledgeable in the use of the various information technology tools that are available. Of particular application to the business environment are the following computer programs:

· Presentation programs such as Microsoft PowerPoint

· Word processing programs such as Microsoft Word

· Spreadsheet programs such as Microsoft Excel
As part of its core courses the School requires students to take a course in information technology. Furthermore, students tend to learn the use of such programs prior to their entering the School. 
Demonstration of Information Technology Skills in Undergraduate Capstone Courses
Students' demonstrated skills in the use of information technology are assessed in the undergraduate capstone courses: HFT 4295 - Leadership in the Hospitality Industry and HFT 4945 - Advanced Internship.
Evaluation Points

The quality of students' skills in the use of Information Technology  will be evaluated in the following general manner. Additional more specific structural evaluation points may be provided by your professor.

Written Reports and Projects in HFT 4295 and HFT 4945:

· Uploaded student artifacts demonstrate ability to use the MS Word program adequately, but only include text.

· Uploaded student artifacts demonstrate ability to use the Word program in a creative, advanced manner. For example, are media objects, or objects from other programs, such as organization charts, embedded in the artifacts?

· Uploaded student artifacts demonstrate ability to use more than the usual standard features in the MS Word program. For example, does a student demonstrate the ability to use tables properly?

· Student use of the spell checker in Word is evidenced by lack of misspelled words.
· Student response to any prompts in Word indicating incorrect grammar evidenced by lack of underlines inserted by the Word program.

· Student demonstrates ability to use a scanner by including one or more scanned documents in a written report?
Oral Report in HFT 4295:

· Does a student  use an appropriate number of PowerPoint slides - are they too few or too many? 

· Are the slides properly designed - not cluttered or too bare?
· Is the text in the slides so small that it cannot be read?

· Is there too much text?

· Are major points highlighted and easily identifiable?

· Are the slides well integrated with the flow of the oral presentation?

· Does the media presentation add clarity and structure to the oral presentation or is it distracting and confusing? 
· Are the slides creative, imaginative, and do they elevate the listener’s level of interest in the presentation?
· If there is an audio element  (music or other sound effects) in the presentation, does it prevent the audience from clearly hearing the presenter?
· If there is an audio element  is it well integrated with, and does it compliment, the visual elements of the presentation?
· If the student is operating the media console does the student demonstrate mastery of the controls, or does he or she fumble with the controls indicating lack of rehearsal time in the use of the controls.
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Professionalism - Description and Evaluation Points

Description

A professional is someone who engages in an activity as a means of livelihood and possesses the following attributes:
· Skills:
   Critical thinking, oral communication, written 


   communication, research and use of information 


   technology skills.

· Attitude:        Is mature, sharp, skillful, competent  and efficient.
· Knowledge:  Is literate, schooled, informed, well-read.
Adjectives that can be used to describe unprofessional behavior are: amateur, unskilled, untrained, uneducated, ignorant, illiterate, immature.
Demonstration of Professionalism
The description and assessment of the above-listed professional skills that students acquire at the School have been addressed earlier in this Program Guide.


In addition to these skills, graduates of this School are expected to demonstrate the professional (a) attitude and (b) knowledge that are required to be a successful mid-level manager in the hospitality industry.
Attitude

Students' professional attitude will be assessed by identifying the following attributes in their performance:

· Class attendance

· Punctuality

· Paying attention in class (not talking with colleagues, nor using cell phones or computers during a class)

· Not entering and leaving class repeatedly

· Class participation (asking questions and volunteering answers when appropriate)

· Respectful attitude when addressing professors and colleagues

· Appropriate dress ( for classes dress should be informal but neat - for presentations dress should be formal)

· Willingness to cooperate

· Timely submission of homework

· Ability and willingness to follow instructions for assignments

Assessment Procedure

Professional behavior will be observed in all courses and the degree to which it has been incorporated into a student's behavior will be assessed in the following undergraduate capstone courses. The rubrics used to assess students' professional attitudes are included in the next section of this Program Guide and indicate specifically how this assessment will occur.


HFT 4295 - Leadership in the Hospitality Industry


HFT 4945 - Advanced Internship

Knowledge
The variety of courses offered by the School are intended to impart to students knowledge that a professional manager in the hospitality industry should possess. This body of knowledge is divided into the following seven fields:
(1) Accounting 

(2) Finance

(3) Human resources

(4) Law 

(5) Management

(6) Marketing

(7) Operations

Assessment Procedure


Students are expected, in the following capstone courses, to 
introduce and apply the knowledge in the above fields acquired 
through their academic and experiential involvement in the 
hospitality industry.

HFT 4295 - Leadership in the Hospitality Industry -




In the research project for this course students are 



expected to indicate in which of the above fields of 



knowledge the leader was most influential and why they 


believe this was so.

HFT 4945 - Advanced Internship - 




In their analysis of their internship department students 


are expected to demonstrate their knowledge in any of 


the above fields that is appropriate to their analysis.
6.
Rubrics Used to Assess Skills in Capstone Courses

To facilitate the assessment of Student Learning Outcomes (SLOs) specific rubrics have been created for assessing student skills demonstrated in certain artifacts of the following capstone courses. These rubrics will be provided to students when they enter these courses to encourage them to hone those skills assessed in each course.
Undergraduate - 
Capstone Course Rubrics Used to Assess specified Skills
HFT 4295 - Leadership in the Hospitality Industry - 

a. Critical Thinking

b. Oral Communication

c. Written Communication

d. Academic Research

e. Professionalism

HFT 4945 - Advanced Internship

a. Critical thinking

b. Written communication

c. Applied Research

d. Professionalism
· 
Graduate - 


Capstone Course Rubrics Used to Assess specified Skills
HFT 6296 - Strategic Management in the Hospitality Industry 

a. Critical Thinking

b. Oral Communication

c. Written Communication

d. Applied Research

HFT 6476 - Feasibility Studies

a. Critical thinking

b. Oral Communication

c. Written communication

d. Applied Research

· HFT 6478 - Restaurant Development

a. Critical thinking

b. Written communication

c. Applied Research
7.
Appendices
Appendix A

Critical Thinking Examples in Various Content Disciplines

BSHM and MSHM Programs

Critical Thinking involves four steps:

1.
Find and review of the necessary background data to: 

a) Acquire an understanding of the problem or subject being analyzed

a) Acquire theoretical support to help solve the problem, or to understand the subject in greater depth than before.

2.
Perform a logical analysis of this data by integrating the theory with the facts with the goal of solving the problem or arriving at a new and better understanding of the subject.

3.
Discuss possible preliminary insights concerning how to use the theory to solve the problem or to better understand the subject.

4.
Provide a definite solution to the problem or a final determination of the new insight on the subject that your study has produced, based on a logical application of the theory to the facts

A final note regarding critical thinking relates to the following written communication skill:

· The student should present the above process in a clear, well-organized  coherent, transparent, manner

The following examples should help students identify, and therefore better apply, the critical thinking process across disciplines.

A Critical Thinking Example in Financial Analysis in the Hospitality Industry – HFT 4464:

You are considering the following two mutually exclusive projects. The required return on each project is 12 percent. Which project should you accept and what is the best reason for that decision?






Project A
Project B

Investment
Year 0

($10,000)
($20,000)     



Year 1
  $ 3,000
  $ 5,000



Year 2
$ 8,000
$ 7,000

Year 3
  $ 6,000
  $22,000

1. Review of the necessary background data
a) Review the information requiring a solution

b) Review the possible methods of solving the problem. 

There are three most commonly used methods of evaluating investment projects:

· Payback Period

· Net Present Value (NPV)

· Internal Rate of Return (IRR)

2. Analysis of the data

·     Only the NPV method and the IRR method permit testing for adding value to the firm or shareholders’ wealth and also take into account the time value of money.

·     The Net Present Value Method does take into account the time value of money and computes the actual dollar amount of value added, but it does not give an exact rate of return. 

·     The Internal Rate of Return gives a specific rate of return but it assumes that all cash will be reinvested at the Internal Rate of Return, thus making it inappropriate for comparing two mutually exclusive projects and possibly overstating the project’s true rate of return.

3. Arrive at a conclusion based on this analysis of the data

The goal is to determine which project adds value and not to determine a rate of return, therefore the NPV method is adequate. Also, the IRR tends to overstate the true rate of return, and the two projects are mutually exclusive, making the IRR method inappropriate.

4. The NPV method is applied by discounting the cash flows for the two projects at 12% as follows and indicates that Project B has the greater NPV. Although both projects will add value, Project B will add the larger value, hence “B” is the project that should be chosen.
	
	Project  A
	Project B

	Year
	Cash Flow
	PV
	Cash Flow
	PV

	0
	-10,000
	(10,000)
	-20,000
	(20,000)

	1
	3,000
	2,679 
	5,000
	4,465 

	2
	8,000
	6,378 
	7,000
	5,580 

	3
	6,000
	4,271 
	22,000
	15,660 

	
	NPV
	3,328
	NPV
	5,705 


A Critical Thinking Example in Managerial Accounting – HFT 4474:

Based on the following two income statements and the additional information provided, decide which restaurant should be closed- if you had to close one of the two:


[image: image2.emf]"A" "B"

Sales $120,000 12.00 $120,000

Variable expenses 54,000 5.40 45.0% 72,000

Contribution margin $66,000 0.45 $48,000

Fixed expenses \/

    Direct fixed expenses $59,000 7,000.00 $39,000

    Indirect fixed expenses 10,000 12,000

Net Income ($3,000) ($3,000)


After reviewing the expenses of both restaurants you have come to the conclusion that if you close restaurant “B” $10,000 of the expenses shown as being indirect expenses would be eliminated in addition to the direct expenses. 

Critical Thinking Solution Process:

1.
Review of background data:

My knowledge of accounting tells me that I should close the restaurant with the lowest departmental income (contribution margin – direct fixed expenses) because its indirect expenses will not be eliminated if I close it. These indirect expenses will simply be transferred to the other restaurant. Based on a review of the given background data, it seems that Restaurant “A” has a lower  departmental income ($66,000 - $59,000) than Restaurant “B” ($48,000 - $59,000). Therefore Restaurant “A” should be closed.

2.
Analysis of this data:

A further analysis of this background data indicates that $10,000 of Restaurant “Bs” indirect expenses would be eliminated if it is closed.

3.
Arrive at a conclusion based on this analysis of the data:
If this is the case then these $10,000 are actually “direct” expenses, and the two income statements should be modified to reflect this critical analysis of the data, and they should appear as follows:


[image: image3.emf]"A" "B"

Sales $120,000 12.00 $120,000

Variable expenses 54,000 5.40 45.0% 72,000

Contribution margin $66,000 0.45 $48,000

Fixed expenses \/

    Direct fixed expenses $59,000 7,000.00 $49,000

    Indirect fixed expenses 10,000 2,000

Net Income ($3,000) ($3,000)


4.
Apply the conclusion to the solution of the problem:


Under these new circumstances, it seems best to close restaurant “B” because it is actually generating a departmental loss of $1,000 ($48,000 - $49,000), whereas Restaurant “A” is generating a departmental profit of $7,000 ($66,000 - $59,000).

A Critical Thinking Example in the Advanced Internship – HFT 4945:

1. Review the following information on the company you are taking the Internship with.
· The background of the company or business.

· The companies Mission Statement or Values Statement if available.

· Organizational structure. Include the companies’ organizational chart if available.

· Description of the specific property where you are working.

· Primary competition for your business in the area. This means competition you believe is a threat to your business, not simply another restaurant or hotel.

· The company/corporate “culture” as it relates to employees and guest/customers.

· Critique your supervisor’s “management style”; cite specific behavioral examples.

· Describe and give examples of the operational controls in place for the department that you work for. 

2. Analysis of this data:
Analyze all of the material from the list presented above in light of what you have learned in the various content disciplines in the BSHM program.

3. Arrive at a conclusion based on this analysis of the data:

Write a critical evaluation of at least 3 strengths and 3 weaknesses for the business where you are doing your internship. (These are “opportunities” you believe that the business should capitalize on or opportunities for improvement.)

4. Apply the conclusion to the analysis that you have made:

If you were the owner or manager, what things “run well” and should be continued, and what things are “not running well” and need to be improved or changed. Explain your rationale and make “realistic” recommendations for the improvement.  How could this business be more successful?

A Critical Thinking Example in Graduate Strategic Management – 

HFT 6296:

1. Review the data:

a. Use environmental scanning technique to explore and collect all creditable sources of information, such as newspapers and magazines, e-journals or other creditable internet sources 

2. Analysis of the data:

a. Systematically categorize the information into remote (political, economic, socio-cultural, technological and ecological) task (competitor, customer, supplier and regulatory) environments

b. Identify value drivers and critical success factors

c. Identify forces driving changes and impacts from the business environment

3. Arrive at a conclusion based on this analysis of the data:

Conclude what strategies that a hospitality company may utilize in order to survive, grow and perform well

4. Apply the conclusion to the analysis that you have made:

Develop an implementation plan, including proper organizational structure, resources allocation and evaluation and control system to guarantee the strategies would be carried out 

A Critical Thinking Example in Hospitality Industry Law – 

HFT 3603:

PARASAILING ACCIDENT
The Facts:

Description of accident -  A friend of Crystal and Amber’s mother signed up Crystal and Amber for the parasail ride from the beach behind the Wyndham Hotel, where they were all staying.  The mother’s friend paid for the parasail ride and signed a Release form.  Crystal and Amber also signed the Release form.   The mother’s friend paid Watersports for the parasail ride.  Crystal and Amber rode tandem in the parasail.  While Crystal and Amber were in the parasail being towed behind the Watersports boat, the wind suddenly increased from 15 miles per hour to approximately 40 miles per hour.  The boat’s hydraulic winch was not strong enough to pull the parasail back down to the boat and the boat itself was dragged on to the beach.  Amber and Crystal remained suspended above the beach for approximately 2 minutes, then the parasail began to spin and move wildly.  The parasail line then broke and the parasail blew inland where Crystal and Amber hit the rooftop of the Beachcomber Hotel, causing roof tiles to break, then the parasail with Crystal and Amber fell into trees below where it became entangled.  Crystal and Amber were rescued by persons who had to climb up to release the parasail lines and lower them to the ground.  Crystal suffered brain injuries.  Amber was so severely injured that she died shortly afterward in a hospital.

Property ownership -  Wyndham Hotel owns the beachfront property where Crystal and Amber were staying with the mother’s friend.  The area where the parasail concession was operating is owned by Wyndham Hotel.  The parasail boat and equipment is owned and operated by Watersports.  Watersports pays Wyndham a rental for the beach concession, but does not pay commissions on each parasail ride (or other beach activities).  Watersports does sometimes give individual Wyndham employees payments for sending customers to Watersports.  Wyndham states in its advertising that there are watersports activities on its beach, including parasailing.

Boat driver -  Capt. Kidd, the Watersports employee who was operating the Watersports parasail boat, was 27 years old and had operated parasail boats for 7 years.  He had completed a parasail boat operators training course and received a certificate as a parasail boat operator by a national parasailing organization.  Capt. Kidd had a U.S. Coast Guard license, but the license was limited to boat operations in inland protected waters which did not include ocean waters.

Problem -

Apply the law of contracts and negligence to the facts to determine whether the Defendants (Capt. Kidd, Watersports and the Wyndham Hotel) are liable to the White family.  

1.
Review of background data (Review of the facts and the Law):

Capt. Kidd acted as an agent for Watersports in entering into a contract with the White family.  Capt. Kidd was responsible for his own actions under the standards of negligence as a boat/ parasail operator.

Watersports had both contractual and negligence duties to the White family for its parasail business.

Wyndham was not directly involved in the parasailing venture with the White family, but may be liable as the property owner where Watersports was located and under standards of negligence toward its guests.  

2.
Analysis of this data:

Capt. Kidd was required to operate the parasail and boat safely under the standards of negligence.

Watersports is liable under respondeat superior for the actions of its employee, Capt. Kidd.  There is an implied warranty of safe operation in the parasailing contract.  Watersports is liable for negligence if it failed to comply with reasonable safety standards as established in the parasailing industry.  The release form must be analyzed as to its effectiveness under the circumstances.

Wyndham has liabilities under premises negligence standards if it fails to apply reasonable care for its guests as compared to similar hotels in the vicinity.  

3.
Arrive at a conclusion based on this analysis of the data:

Capt. Kidd was negligent as to the following facts:  failure to check weather before departing;  failure to have equipment sufficient to operate the parasailing equipment;  failure to maintain the parasailing equipment effectively;  failure to have backup equipment to protect customers in event of equipment failure;  failure to have communications equipment aboard the boat to call for emergency assistance.

Watersports was negligent as to the following facts:  failure to check that Capt. Kidd had the appropriate license required by the U.S. Coast Guard for this operation; failure to supervise the operation to maintain necessary safety items.

Wyndham was negligent as to the following facts:  failure to ensure that business operating from their premises had the necessary Coast Guard licenses; failure to supervise businesses in which they had a liability due to advertising and referrals of guests.

As to the contract rights between Watersports and the White family, the burden of Watersports was to operate the parasailing business in a safe manner according to industry standards.  Because other similar parasailing businesses in the area had closed down for business on that day due to forecasts of stormy weather, Watersports was in violation of its contract duties.  The release form which was signed by the Whites was ineffective because it involved persons under the age of majority in Florida, who are not bound by contracts including release forms.

4.
Apply the conclusion to the solution of the problem:

Applying the facts of this case to the applicable laws of contract and negligence, each of the three Defendants would be liable to the White family for their damages due to the parasailing incident.  The amount of damages would have to be decided upon presentation of evidence and the comparative percentage of fault for each party would be decided by the judge or jury.  There might be other parties with liability, if it is shown that the parasail winch or other equipment failed due to manufacturing or design defects in a particular product.  There might also be issues regarding the contract between Wyndham and Watersports if there is an indemnity and/ or insurance provision in the contract.  Assumption of risk does not apply because Watersports had exclusive control over its equipment and was entirely responsible for its care and operation.  There is no Act of God defense for stormy weather which was forecast and was foreseeable in Florida in August.  Wyndham’s liability would increase if it knowingly allowed employees to receive payment for referring customers to Watersports.  The mother’s friend who arranged for the parasailing trip might have liability to the White family if she should have undertaken further inquiry to determine the safety of the operation.  Another issue to consider is whether Watersports should have not run its boat so close to the beach since this left little margin for error in event of a problem.  A further issue is whether Watersports should have had an additional person on the parasail boat to assist with its operation for safety reasons.  A final issue is whether Watersports and Wyndham were properly prepared to respond to an emergency situation such as this.

Appendix B
The Difference Between Syntax and Grammar

Grammar is morphology plus syntax.

Morphology is how words change, add endings like, I go, he
goes, I went, he went, I have gone, he has gone.

Syntax is how words are put in a particular order and how they depend
on each other and how the morphology of one word depends on the
morphology of other words and vice versa.

Example- Incorrect grammar due to wrong morphology:

“I will picked up the tray.”   

The sentence has proper syntax – subject, verb, object.

But the morphology of the verb (picked up) is wrong. It should be:

“I will pick up the tray.”

In this case the grammar is wrong because the morphology is wrong.

Example- Incorrect grammar due to wrong syntax:

“I the tray up picked.” Wrong order is used: subject, object, verb instead of subject, verb, object. This is wrong syntax.

***********************


Grammar consists of set rules regarding language and sentence structure, such as no splitting infinitives and no hanging prepositions.

Syntax is how a sentence is worded and structured. It consists of the type of sentence (Declarative, Interrogative, Exclamatory, Imperative) and word order (passive vs. active voice) It also refers to length of sentences (short vs. long).

Syntax can be used as a literary device to add extra meaning to your sentences, whereas grammar adds no greater meaning to your sentences.

Example: 

His long-held wish was to walk slowly through the tortuous mountain paths that his grandfather had carved out of the earth many years ago. 

Syntax would refer to the sentence being declarative: stating a wish that the boy had. It would also refer to the length of the sentence mimicking the long twisted paths in the mountain and the long time the boy had been wishing to walk them.

Grammar would refer to not splitting the infinitive: "to walk slowly" rather than "to slowly walk" and subject-verb agreement.

Syntax has literary meaning and use, while Grammar just shows good form. They are two different things that can be easily confused.

The following link takes you to a brief set of lessons on syntax and grammar:    http://efl.htmlplanet.com/grammar.htm
Appendix C
Writing Styles Required in Capstone Course Artifacts
  

Short Documents – 
· HFT 4945 – Advanced Internship
· Resumes – Expository

· Resume Cover Letter – Persuasive

· Weekly Reports - Expository

Long Documents -

· HFT 4295 - Leadership Course Report – Persuasive – Convince the reader that the chosen person possesses leadership skills that are of value in the hospitality industry.
· HFT 6476 - Feasibility Studies Report – Persuasive – Convince the reader that the correct site has been chosen for a particular restaurant concept.

· HFT 6478 - Restaurant Development Report – Expository - Analyze the steps taken to insure that the correct restaurant concept has been chosen for a specific target site.

· HFT 6296 – Strategic Management - Expository – Explain and describe the various competitive strategies used by a chosen hospitality company.
Appendix D

The APA Citation Style
	APA Research Paper Peculiarities


The APA style
 
APA stands for American Psychological Association, one of the most widespread writing styles. It is usually used to provide an appropriate reference of the cited sources in the research papers.
 
Requirements for a paper prepared according to the APA research style:

· The research paper should be typed, double-spaced, on A4 paper with one inch borders on all sides of the page. 

· Each section of the paper should be placed on a new page. 

· The paper’s title page should contain the name of the course, paper’s title, name of a student, professor, and school. 

· The paper must have page numbers in the upper-right –hand corner of the page. 

· Use section headings to convey the ideas contained in major paragraph’s or section’s. 
· All quotes, or ideas that are not the author’s, should be footnoted or end-noted according to the APA citation style.
· There should be a reference page at the end of the paper with the title “References” in the upper middle of the page. It should include all sources described according to the APA research paper requirements. 

NOTE:
Below are links to files that explain how to use the APA citation style. This is the citation style used by our School.
http://owl.english.purdue.edu/owl/resource/560/01/
http://slo.fiu.edu/APA Citation Style-1.doc
http://slo.fiu.edu/APA Citation Style-2.doc
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_1296475839.xls
Budget Variances

																																																				RANGE J5..R44

																																																																												4.5082

						The following 3 topics were included on the Fall 2008 exam.																																																																						4.3077

						1)		Budget Variances (from this sheet)																																																																				0.2005

						2)		Decisions, decisions (from next sheet)																																												ANSWER TO QUESTION B

						3)		Cost allocation										Used in Fall 2008 #1

																																																				ON THE SURFACE THE ANSWER WOULD SEEM TO BE										THEY ARE THE SAME

																																																				BECAUSE  GROSS  PROFIT						INCREASED FROM						$33,000												Answer to Question B

														HFT 4474 - Mid-Term #3																																						TO		$33,800																				Because the Gross Profit for both months is the same it seems that in terms of Gross Profit it doesn't matter

						Fall 2008								Name:																																						BUT IF YOU CONSIDER THE FACT THAT THERE IS A FAVORABLE UNIT COST																						whether or not the price is lowered.

																																																				VARIANCE OF				(299,256,350)		AND ADD THIS BACK TO YOUR NEW COST OF SALES																However, there are two possible factors that affect the Gross Profit and we need to analyze the impact of both of

				Problem #1 (50 Points All Sections)																																																THEN YOU REALIZE THAT -																						these factors in order to know what their impact on the Gross Profit is os that we can decide whether or not it is

						THE DEADLY FORK RESTAURANT HAD PREPARED THE FOLLOWING INCOME																																																				NOVEMBER						OCTOBER										best to maintain the new lower price, or whether it is better to return to the October higher price.

						STATEMENTS FOR THE MONTHS OF OCTOBER AND NOVEMBER. STATISTICS																																														SALES						57,000		UNIT COST \/				55,000		UNIT COST \/								1) The increase in unit cost per cover from $1.8033 to $1.8462 actually tended to DECREASE gross profit.

						INDICATING THE NUMBER OF COVERS SERVED ARE ALSO PROVIDED.																OCTOBER																														COST OF SALES						23,650		1.8333				22,000		1.8333								2) However, the sales increase from $55,000 to $57,000 may have been sufficient to offset the decrease in

										NOVEMBER				OCTOBER				VARIANCES				STANDARD																																				-						-										unit price despite the increase in unit cost.

										Actual				Budget																																						GROSS PROFIT						33,350		350				33,000										In this case, no further calculations are necessary because it is obvious that if the Gross Profit remained the same

						SALES				$57,000		4.4186		$55,000		4.5833						$57,500

										0.4070175438596491				0.4																																												=						=										even thought the unit cost increased in November, then, as is stated above, it must be that the decrease in unit

						COST OF SALES				$23,200		1.7984		$22,000		1.8333						$21,700																																																				price did in fact increase Gross Profit all by itself, and therefore it was a good decision to lower the unit price.

																																																				UNITS SOLD						12,900						12,000

						GROSS PROFIT				$33,800				$33,000								$35,800																																																				We can prove this by recalculating October's Gross Profit using the November unit cost. If the October Gross

																																																				YOUR GROSS PROFIT WOULD HAVE								INCREASED FROM						$33,000								Profit is lower than the November Gross Profit then the decision to lower the unit price was correct.

						COVERS SOLD				12,900				12,000																																						TO		$33,350		IN NOVEMBER				0

																																																				VARIANCE, AND YOUR NOVEMBER GROSS PROFIT WOULD BE												$350		MORE THAN IN								Recalculation of October income statement using the November (higher) unit cost:

				A)		Calculate the causes of the variance in sales and in cost of sales (calculate the 2 sub-variances for sales and																																														OCTOBER INSTEAD OF						$35,800		GREATER.

						the 2 sub-variances for cost of sales).																																														*******************************************************************																										NOVEMBER		Per		OCTOBER		Per

						(10 Points)																																																																								-		unit		-		unit

																																																				WHAT IF YOUR UNIT COST IS GOING TO STAY AT												1.7984		?								SALES				$57,000		$4.3846		$55,000		$4.5082		<Per-unit price

																																																																														42.11%				40.95%

																																																				THEN YOUR TWO INCOME STATEMENTS WOULD LOOK LIKE THIS:																						COST OF SALES				$24,000		$1.8462		$22,523		$1.8462		<Per-unit cost

																																																																														-		-----------		-		-----------

																																																										NOVEMBER						OCTOBER										GROSS PROFIT				$33,000		$2.5385		$32,477		$2.6620		<Per-unit gross profit

																																																				SALES						57,000		UNIT COST \/				55,000		UNIT COST \/												=		========		=		========

																																																				COST OF SALES						23,200		1.7984				21,581		1.7984

																																																										-						-										COVERS SOLD				13,000				12,200

				B) Analyze the Gross Profit variance		Explain with words to what extent the following are responsible for the sales and cost of sales variances																																														GROSS PROFIT						33,800		381				33,419

						between the budgeted and actual results:																																																				=						=

						(10 Points)		- Unit Price and Sales Volume

								- Unit Cost and Cost Volume																																												UNITS SOLD						12,900						12,000

																																																				YOU ARE STILL BETTER OFF SELLING								12,900		AT THE PRICE												These two income statements show that once we take away the advantage of the lower unit cost

																																																				OF		$4.4186		THAN		12,000		UNITS AT				$4.5833		.								from the October income statement, then it generates a lower gross profit than the November

																																																				*******************************************************************																						income statement, which generated its sales at a lower unit price.

																																																				UNIT PRICES ---->								4.3077				4.5082										Therefore the lower unit price in November is the better price to use.

																																																																										The above two income statements indicate that the increase in covers from October to November

																																																																										in November. Therefore, not only did total dollar sales increase in November as a result of the decrease in unit

																																																																										price (demand is elastic), but also the increase in units sold was large enough (the elasticity of demand was high

																																																																										enough) to overcome the decrease in per-unit gross profit produced by the increase in November's unit cost.

																																																																										(Remember, that in November you not only lowered the unit price, but you also increased the unit cost. Both

																																																																										of these factors tend to DECREASE Gross Profit. But even though it is not evident from a superficial comparison

																																																																										of both income statements, in fact the increase in units sold produced by the decrease in unit price was enough

																																																																										to at least maintain the Gross Profit at the same level it was before the cost increase.

				C)		Analyze the Gross Profit variance numerically and with words. (10 Points)

																																																																																								C - 33

				D)		Use the Quick Determination method to find the elasticity for the above menu. Explain the logic that leads you to

						conclude that demand is elastic or inelastic.								(5 Points)

				E)		Is the above elasticity determination valid for the above two income statements?

						Can you determine elasticity of demand by comparing actual to budgeted amounts?

						(5 Points)

				F)		DID YOU MAKE THE RIGHT DECISION IN LOWERING YOUR PRICE IN NOVEMBER? SHOW THE CALCULATION THAT LEADS YOU TO YOUR ANSWER.

						(10 Points)

						WOULD YOUR ANSWER BE THE SAME IF YOU WERE TOLD THAT THE ABOVE

						COMPANY'S OCTOBER UNIT COST IS PERMANENT, AND THAT THE NOVEMBER																																																VARIANCE

						UNIT COST IS DUE TO TEMPORARY PROMOTIONAL PRICING BY ONE OF YOUR																																																-

						SUPPLIERS ?																																																$2,000.00

				*********************************************************************************

																																																						($1,200.00)

										SALES																																												-

								PRICE		-----		UNITS																																										$800.00		<--|

								-----				-----																																										=		|

				OCTOBER				$4.58		X		12000		=								$55,000.00																																		|

																																																								|

				NOVEMBER				$4.42		X		12900		=								$57,000.00																																		|

								-				-										-																																		|

				VARIANCE				($0.16)				900										$2,000.00																																SALES VARIANCE		|

																																																						$2,000.00		|

																																																								|

				PRICE VARIANCE				($0.16)		X		12900		=								($2,125.00)																																		|

				SALES																																																				|

				VOLUME VARIANCE				$4.58		X		900		=								$4,125.00																																		|

																						-																																		|

																						$2,000.00																																		|

																																																								|

																																																								|

										COST																																												COST VARIANCE		|

								COST		-----		UNITS																																										($1,200.00)		|

								-----				-----																																										-		|

				OCTOBER				$1.83		X		12000		=								$22,000.00																																$800.00		<--|

																																																						=

				NOVEMBER				$1.80		X		12900		=								$23,200.00

								-				-										-

				VARIANCE				$0.03				-900										($1,200.00)

				COST VARIANCE				$0.03		X		12900		=								$450.00

				COST

				VOLUME VARIANCE				$1.83		X		-900		=								($1,650.00)

																						-

																						($1,200.00)

				*********************** ELASTICITY ****************************

						UNIT		NOV		OCT		UNIT		NOV								OCT

						PRICE		$4.42		$4.58		VOLUME		12,900								12,000

								900

						-		-		-		=				0.07						ELASTICITY

				1/2   x		12900		+		12000												\/

																-						-1.75

								-0.16

						-		-		-		=				-0.04

				1/2   x		4.42		+		4.58

												Standard Ratios

										October				Standard

						Unit Price				4.5833				4.79

						Unit Cost				1.8333				1.81

						Standard Cost %  =						1.78		=		37.8%

												4.71

						Actual Cost % =						1.80		=		40.0%

												4.51

						Act/Std Price  =						4.51		=		95.8%

												4.71

						Act/Std Cost  =						1.80		=		101.1%

												1.78

										Analysis

						1)		Actual cost % is higher than the standard cost %. This means that either

								the actual cost is higher than the standard cost, or the actual unit price is

								lower than the standard unit price.

						2)		When we compare the actual price to the standard price it becomes evident

								that we are actually charging LESS than we should be charging our customers.

								We are collecting 4.2% less  (100.0  - 95.8  = 4.2%)

								This ratio - as well as the unit cost ratio - should be 100% or very close to 100%.

								If the actual unit price is lower than the standard unit price - as in this case -

								this ratio will be less than 100%, indicating that we are charging less than

								we should be charging our customers.

								This may be due to the fact that:

								a) We are using the wrong standards (old menu prices)

								b) Our waiters are undercharging either intentionally (to please friends) or by mistake.

								c) Our cashier is undercharging either intentionally or by mistake.

								d) Our waiters or our cashiers are charging customers correctly, but are stealing

								some of what they collect from customers.

						3)		When we compare the actual unit cost to the standard unit cost it becomes evident

								that we are actually spending MORE than we should be spending.

								We are spending 1.1% more  (101.1  - 100.0  = 1.1%)

								This ratio - as well as the Act/Std unit price ratio - should be 100% or very close to 100%.

								If the actual unit cost is higher than the standard unit cost - as in this case -

								the ratio will be higher than 100%, indicating that we are spending more than

								we should be spending to prepare and serve our dishes.

								This may be due to the fact that:

								a) We are using the wrong standards (outdated recipes and/or costs)

								b) Our servers are overportioning either intentionally or by mistake.

								c) There is spoilage

								d) There is theft of food

								e) There are unrecorded employee meals

								f) There are unrecorded transfers to other units within our organization.





Decisions-Decisions

		

																						YOU MUST ANSWER QUESTIONS 1 AND 3																Must calculate pro-forma inc statement																																																		THE SLEEPLESS INN

																						PLUS EITHER QUESTION 2 OR 4																		Used in Fall 2007 Mid-Term #3																				(Prob. 3)  (30 POINTS)																						Question 2 (33 1/3 % of Grade)								2000

										HFT 4474																																																						ALLOCATION PROBLEM - SINGLE-STEP																				1st				2nd				3rd				4th				TOTAL

				SPRING 2008																																Used in Fall 2008 #2																								ALLOCATE ALL THE INDIRECT EXPENSES OF THE FOLLOWING RESTAURANT																What is this								QUARTER				QUARTER				QUARTER				QUARTER				FOR YEAR

				MID-TERM EXAM #3						NAME:______________________________________________												(2) (30 Points)																																						COMPLEX TO THE OPERATED DEPARTMENTS USING SQUARE FEET AS YOUR																Called						SALES		$975,000				$870,000				$300,000				$500,000				$2,645,000

				(1)		THE GOSSIPALL RESTAURANT HAD PREPARED THE FOLLOWING INCOME																Below is presented the previous company's partial income statement based on standard price and standard cost for November's volume. Calculate the four standard variances for the months of November and December. Then list explanations for the specific v														(2) (25 Points)				DECISIONS, DECISIONS, DECISIONS, INC.																				BASIS FOR ALLOCATING FIXED CHARGES AND SALES AS YOUR BASIS FOR																						VARIABLE EXPENSES:

				(Total 40		STATEMENTS FOR THE MONTHS OF NOVEMBER AND DECEMBER. STATISTICS																																				"A"						"B"												ALLOCATING MARKETING EXPENSES. USE THE SINGLE- STEP																						ROOM AMENITIES		$204,750				$182,700				$63,000				$105,000				$555,450

				Points)		INDICATING THE NUMBER OF COVERS SERVED ARE ALSO PROVIDED.																																Sales				$120,000		12.00				$120,000		10.00		$120,000		\/		120,000.00				METHOD OF ALLOCATION. DON'T ALLOCATE INCOME TAXES !																						SUPPLIES		$58,500				$52,200				$18,000				$30,000				$158,700

										DECEMBER		\/		NOVEMBER		\/		VARIANCE																				Variable expenses				54,000		5.40		45.0%		72,000		6.00		67,200		3.36		76,800.00		0.00																								VARIABLE ELEMENT

						SALES				$55,215		4.09		$53,848		4.24																						Contribution margin				$66,000		0.45				$48,000		0.60		52,800		0.56		43,200.00		0.64				SALES		CGS		LABOR		OTHER		DEPT.		ALLOCATED		EXPENSES																		Total Variable Expenses……..

						COST OF SALES				$32,400		\/		$33,655																								Fixed expenses						\/						\/																		DIRECT		INC.		UNDISTRIB.		FIXED								SEMI-VARIABLE EXPENSES:

						GROSS PROFIT				$22,815		2.40		$20,193		\/																						Direct fixed expenses				$59,000		7,000.00				$39,000		9,000.00																																Direct expenses		$47,250		0.0853333333		$52,800				$25,500				$32,000				$157,550

																2.65																						Indirect fixed expenses				10,000						12,000												REST. #1		$400,000		$170,000		$110,000		$30,000		$90,000		40,000		20,000		30,000						Marketing & Energy		$98,250				$92,640				$52,500				$64,500				$307,890

						COVERS SOLD				13,500				12,700														Standard		December		November						Net Income				($3,000)						($3,000)																						>												General and

				(A)		EXPLAIN TO WHAT EXTENT THE FOLLOWING ARE RESPONSIBLE FOR THE																		Standard Inc. Statement				Per Unit		Per Unit		Per Unit																												REST. #2		$100,000		$40,000		$30,000		$20,000		$10,000		10,000		10,000		(10,000)						Administrative		$107,000				$102,950				$56,000				$72,500				$338,450

				(20 Points)		VARIANCE IN GROSS PROFIT BETWEEN NOVEMBER AND DECEMBER. !																		---------------------------------				--------------------		--------------------		--------------------						COVERS				20,000						20,000												>		500000.0								>												Total Semi-Variable		$252,500				$248,390				$134,000				$169,000				$803,890

						- UNIT SALES PRICE AND SALES VOLUME																Sales		56,100																																				TOTAL OPERATED DEPT'S.		$500,000		$210,000		$140,000		$50,000		$100,000														175,500

						- UNIT COST AND COST VOLUME																						--------------------		--------------------		--------------------						ANSWERING THE FOLLOWING 2 QUESTIONS.																																												FIXED EXPENSES:

																						Cost of Sales		32,200												A)		Which answer indicates what restaurant you should sell and also gives																								UNDISTRIBUTED OPERATING EXPENSES																				DEPRECIATION		$40,000				$40,000				$40,000				$40,000				$160,000

																								-				--------------------		--------------------		--------------------				(5 Pts)		the correct reason for selling it?																								MARKETING						$50,000		$50,000		7,500		57,500								INTEREST		$10,000				$10,000				$10,000				$10,000				$40,000

										\/		\/		\/		\/						Gross Profit		23,900														a)		I would sell "A" because it has the highest fixed expenses																								OPERATING INCOME						$50,000												INSURANCE		$6,000				$6,000				$6,000				$6,000				$24,000

										55,215		4.09		53,848		4.24								-														b)		I would sell "B" because "A" has the highest departmental income																						FIXED CHARGES																				FIXED ELEMENT

																								12,700														c)		I would sell "A" because "B" has the highest departmental income																						DEPRECIATION						$30,000		$30,000																						Total Fixed Expenses……..

										35,775		2.65		30,480		2.40																						d)		I would sell "B" because it has the highest direct fixed expenses																								EARNINGS BEFORE TAXES						$20,000												NET INCOME		$403,250				$330,710				$29,000				$140,000				$902,960

										-				-																																																INCOME TAXES  (40%)								$8,000

				If new, lower cost temporary     >>>						19,440				23,368		>>If new,lower cost permanent						STD		DECEMBER				NOVEMBER				<				B)		Assume that $1,000 of Restaurant "B's" indirect fixed expenses could be eliminated																										NET INCOME						$12,000												INSTRUCTIONS:		600.0		<		ROOMS AVAILABLE		<

				then better to go back to orig. price ($19,440 < 20,193)										-		then better to lower price ($22,815 < 23,368)						--------------		-		dec		-		nov		<				(5 Pts)		by closing it. Which restaurant would you sell?																																												Above are presented the quarterly income statements for The Sleepless Inn Hotel .

										13,500				12,700								56100.0		55215.0		0.9259001782531193		53848.0		0.9598573975044563		<						a)		I would sell "A" because it has the highest fixed expenses																								SQUARE FEET				\/     >														Expenses are segregated into variable, semi-variable and fixed. The hotel has 600 rooms,

				(B)		b-1)		IS DEMAND FOR THE ABOVE RESTAURANT'S AVERAGE MENU ELASTIC OR																								<						b)		I would sell "B" because "A" has the highest departmental income																				RESTAURANT #1				20,000				50%		67%												enjoys 60% occupancy, and is open 365 days per year.

				(8 Points)				INELASTIC? ANSWER MUST BE BASED ON THE QUICK DETERMINATION																32400.0		0.0		33655.0		0.0		<						c)		I would sell "A" because "B" has the highest departmental income																				RESTAURANT #2				10,000				25%		33%												The YMCA has asked you to quote them a price per room for										150

								METHOD - NO CREDIT GIVEN FOR CALCULATION OF ELASTICITY.																				-				<						d)		I would sell "B" because it has the highest direct fixed expenses																				MARKETING DEPT.				10,000				25%														of   their   leaders   to   stay				7		days at your hotel in				2001		. You expect to have the

								THE LOGIC BEHIND YOUR ANSWER MUST BE CLEARLY STATED.																								<																												TOTAL ....				40,000																		rooms  available  for  the  entire				7		day period.

																						=		=				=				<				C)		Assume that you owned restaurant "A" and a customer offerred to buy 200 covers from																																												They told you that your competitors across the street, of the same class and size as

																						12700.0		13500.0				12700.0				<				(5 Pts)		you for $4.00 per cover. Would you accept? If you would accept pick the answer that																						-  WOULD YOU CLOSE ANY RESTAURANT ? AN UNEXPLAINED, OR INCORRECTLY																						your   hotel   quoted   a   rate   of				$12.00		per room. Can you better their offer ?

				(4 Points)		b-2)		COULD YOU DETERMINE THE ELASTICITY OF YOUR AVERAGE MENU IF THE																								<						specifies if any conditions must exist for you to accept the offer.																						EXPLAINED ANSWER RECEIVES NO CREDIT.																						Explain your answer when you answer "C" below?

								AMOUNTS FOR THE MONTH OF NOVEMBER WERE BUDGETED AMOUNTS														0.0		0.58679706601467				0.625				<						a)		I would not accept because $4.00 is lower than what I am getting per cover now.																																										(NOTE: This convention represents additional sales, and does not in any compete with

								INSTEAD OF THE ACTUAL RESULTS FOR NOVEMBER THAT THEY ARE ?																														b)		I would accept if: (a) there was excess capacity and																																=										your regular customer base - which will not be reduced as a result of hosting the convention.

																																								(b) I were selling to a different market.

				(4 Points)		b-3)		TO INCREASE DOLLAR SALES FOR THE ABOVE COMPANY SHOULD YOU																														c)		I would accept without any conditions - $4.00 is higher than my regular price.																																										A)   Calculate your average room rate for the year 2000. ….Can you compete with the hotel

								RAISE OR LOWER THE PRICE OF THE ABOVE AVERAGE MENU?																														d)		I would not accept because $4.00 does not cover the variable expenses per cover.																				-  WHAT DO YOU THINK ABOUT YOUR RESTAURANTS AND YOUR MANAGERS AFTER																						across the street based on charging this room rate?

																																																												MAKING THIS ALLOCATION ? WHAT MEASURES WOULD YOU TAKE?																						B)   What is your total cost per room? ……. Can you compete based on total cost ?

				(4 Points)		b-4)		WILL CHANGING YOUR PRICE AS YOU SUGGEST IN #3 ABOVE INEVITABLY																												D)		Assume that you owned restaurant "B" and a customer offerred to buy 200 covers from																																												C)   Can you use any other system of pricing to compete with the hotel across the street

								AND IN EVERY CASE ALWAYS INCREASE THE GROSS PROFIT OF YOUR																												(5 Pts)		you for $4.00 per cover. Would you accept? If you would accept pick the answer that																																												and increase your net income as a result of hosting the convention? If so, name

								RESTAURANT (ASSUMING THAT THERE IS NO CHANGE IN UNIT COST)?																														specifies if any conditions must exist for you to accept the offer.																																												the pricing method.

																																						a)		I would not accept because $4.00 does not cover the variable expenses per cover.																																										D)  Calculate the Total Variable Cost per room night sold using the min-max method.

																																						b)		I would accept if (a) there was excess capacity and

																																								(b) I were selling to a different market.																																										Points: (A) 10 pts    (B) 10 Pts.   (C)  5 Pts,  (D)  75 Pts.

																																						c)		I would accept without any conditions - $4.00 is higher than my regular price.

																																				E)		If you expect sales of both restaurants to double, which would you buy?  WHY?

																																				(5 Pts)		a)		I would buy "A" becaue it has the lowest variable expense percentage.

				This question not used in Spring 2008																																		b)		I would buy "B" because it has the lowest fixed expenses

				(8 Points)		b-5)		IN THIS PARTICULAR INSTANCE DID YOU MAKE A CORRECT DECISION																														c)		I would buy "A" because it has the lowest variable expenses.

								WHEN YOU LOWERED YOUR PRICE, OR SHOULD YOU RAISE YOUR PRICE

								BACK TO THE NOVEMBER PRICE? (YOU MUST SHOW YOUR CALCULATIONS

								WITHOUT YOUR CALCULATIONS YOUR ANSWER WILL RECEIVE NO CREDIT.

																																																																																		SOLUTION:

																																																																																		-

																																																																																		BREAK DOWN SEMI-VARIABLE EXPENSES INTO VARIABLE AND FIXED USING THE MIN-MAX METHOD.

																																																																																		VARIABLE + VAR. ELEMENT

																																																																																		-----------------------

																																																																																		VAR ELEM-ALL SEMI-VAR		MAX SALES				$975,000				MAX SEMI-V				$252,500				VAR PER $1

																																																																																		---------------------		MIN SALES				$300,000				MIN SEMI-V				$108,500				SALES

																																																																																				DIFFERENCE				$675,000								$144,000				0.21

																																																																																								100% VARIABLE EXPENSES.............												714,150

																																																																																								VARIABLE ELEMENT ..................												$564,267

																																																																																																				-

																						VARIANCES																																																												CALCULATED BASED ON TOTAL ANNUAL SALES->						TOTAL VARIABLE + VAR. ELEMENT ......												1,278,417

																						-																																																																														-

																				0		1,367		<--SALES																																																										THE FOLLOWING INCOME STATEMENT IS BASED ON CALCULATING THE VARIABLE

																																																																																		EXPENSES PER QUARTER AND INTRODUCES THE ERROR CAUSED BY THE FACT

																				0		(1,255)		<--COST																																																										THAT NOT EVERY QUARTER FALLS ON THE MIN-MAX LINE

																				-		-

																				0		112		<--|

																						=		|																																																										SALES		975,000				870,000				300,000				500,000				2,645,000

																								|

																				0				|																		"A"				"B"																																				100 % VARIABLE		263,250				234,900				81,000				135,000				714,150

																								|																		************				************																																				VARIABLE ELEMENT-ALL SEMI-V		208,000				185,600				64,000				106,667				356,267

																				0				|														SALES				$50,000				$45,000																																						-				-				-				-				-

																				-				|														VARIABLE EXPENSES				18,000				15,000																																				CONTRIBUTION MARGIN		767,000				684,400				236,000				393,333				1,574,583

																				0		0		|																		-				-

																								|														CONTRIBUTION MARGIN				32,000				30,000																																				FIXED EXPENSES

																								|														FIXED EXPENSES																																												--------------

																								|														DIRECT				13,000		19,000		8,000		22,000																																		FIXED ELEM - ALL SEMI-VAR		$44,500				$62,790				$70,000				$62,333				$239,623

																								|														INDIRECT				9,000				12,000																																				FIXED:

																								|																		-				-																																				-------

																				$0.00				|														NET INCOME				$10,000				$10,000																																				DEPRECIATION		$40,000				$40,000				$40,000				$40,000				$160,000

																								|																		-				-																																				INTEREST		$10,000				$10,000				$10,000				$10,000				$40,000

																				$0.00				|														COVERS				25,000				20,000																																				INSURANCE		$6,000				$6,000				$6,000				$6,000				$24,000

																				-				|																																																												-				-				-				-				-

																				$0.00		0		|												A)		Which of the above two restaurants would you sell if you expected sales to remain the same as they are now?																																												TOTAL FIXED		100,500				118,790				126,000				118,333				463,623

																						-		|																																																												-				-				-				-				-

																						0		<--|																																																										NET INCOME		$666,500				$565,610				$110,000				$275,000				$1,110,960

																				0		=																																																														=				=				=				=				=

																				0

																				-																																																														ROOMS AVAILABLE						219,000

																				0																B)		Suppose that you discovered that $6,000 of Restaurant B's Indirect Fixed expenses would be eliminated if you sold "B", would your answer to the above question still be the same? Why?																																												300 ROOMS X 60% OCCUPANCY X 365 DAYS =						131,400		= ROOMS SOLD

																																																																																		AVERAGE ROOM RATE =						$20.13				TOTAL VARIABLE COSTS FOR

																																																																																		TOTAL COST PER ROOM =						$13.26				LEGIONAIRE'S ROOMS						=		$10,217

																																																																																		VARIABLE COSTS PER ROOM =						$9.73				HYPOTHETICAL BID RATE =								$14.50

																																																																																												PROFIT AT HYPOTHETICAL BID =								$5,009

																				0.06																																																														DESIRED TOTAL PROFIT =						$6,000				ACTUAL BID RATE								$12.90

																																																																																		DESIRED PROFIT PER ROOM  =						$5.71				EARNINGS AT ACTUAL BID RATE =								$3,329

																				ELASTICITY =		0																																																												BID TO EARNED DESIRED PROFIT =						$15.44				ROOMS TO BE SOLD \/

																																																																																		COMPETITOR'S BID =						$12.00				DAYS   x		GUESTS

																																				C)		WHICH OF THE ABOVE TWO RESTAURANTS WOULD YOU BUY IF YOU EXPECTED																																																						7		x		150		=		1,050

																				0																		SALES TO INCREASE CONSISTENTLY ? WHY?





Allocated costs

				This problem can be changed to single step also														Used in Fall 2008 #3

				(3)(25 POINTS)				ALLOCATION PROBLEM - MULTI-STEP																		(3)(20 POINTS)				ALLOCATION PROBLEM - MULTI-STEP

				ALLOCATE ALL THE INDIRECT EXPENSES OF THE FOLLOWING RESTAURANT																						ALLOCATE ALL THE INDIRECT EXPENSES OF THE FOLLOWING RESTAURANT

				COMPLEX TO THE OPERATED DEPARTMENTS USING SQUARE FEET AS YOUR																						COMPLEX TO THE OPERATED DEPARTMENTS USING SQUARE FEET AS YOUR																What is this

				BASIS FOR ALLOCATING FIXED CHARGES AND SALES AS YOUR BASIS FOR																(2 Points)						BASIS FOR ALLOCATING FIXED CHARGES AND SALES AS YOUR BASIS FOR																Called

				ALLOCATING MARKETING EXPENSES. USE THE MULTI- STEP																What is this						ALLOCATING MARKETING EXPENSES. USE THE MULTI- STEP

				METHOD OF ALLOCATION. DON'T ALLOCATE INCOME TAXES !																Called						METHOD OF ALLOCATION. DON'T ALLOCATE INCOME TAXES !

																(6 Points)		(9 Points)								Pablo: Erase all blue items before printing exam.																Post-

						SALES		CGS		LABOR		OTHER		DEPT.		ALLOCATED		EXPENSES										SALES		CGS		LABOR		OTHER		DEPT.		ALLOCATED		EXPENSES		Allocation

												DIRECT		INC.		FIXED		UNDISTRIB.																DIRECT		INC.		FIXED		UNDISTRIB.		Income

				REST. #1		$420,000		$170,000		$112,000		$30,000		$108,000		14,000		41,600		$52,400						REST. #1		$400,000		$170,000		$110,000		$30,000		$90,000		15,000		46,000		$29,000

														>																						>

				REST. #2		$105,000		$40,000		$35,000		$20,000		$10,000		7,000		10,400		($7,400)						REST. #2		$100,000		$40,000		$30,000		$20,000		$10,000		7,500		11,500		($9,000)

				>		525,000								>						$45,000						>		500,000								>						$20,000

				TOTAL OPERATED DEPT'S.						$147,000				$118,000														-		-		-		-		-		-		-

						UNDISTRIBUTED OPERATING EXPENSES																				TOTAL OPERATED DEPT'S.						$140,000				$100,000

						MARKETING						$50,000		$45,000

								OPERATING INCOME						$73,000		7,000		52,000										UNDISTRIBUTED OPERATING EXPENSES

						FIXED CHARGES																						-		-		-

						DEPRECIATION						$30,000		$28,000														MARKETING						$50,000		$50,000		7,500		57,500

								EARNINGS BEFORE TAXES						$45,000																						-

						INCOME TAXES  (40%)								$18,000																OPERATING INCOME						$50,000

								NET INCOME						$27,000

																												FIXED CHARGES

										SQUARE FEET				\/														-

						RESTAURANT #1				24,000				50%														DEPRECIATION						$30,000		$30,000

						RESTAURANT #2				12,000				25%																						-

						MARKETING				12,000				25%																EARNINGS BEFORE TAXES						$20,000

						TOTAL ....				48,000																		INCOME TAXES  (40%)								$8,000

																																				-

				-  WOULD YOU CLOSE ANY RESTAURANT ? AN UNEXPLAINED, OR INCORRECTLY																										NET INCOME						$12,000

																																				=

																																SQUARE FEET

																																-----------				\/     >

				-  WHAT DO YOU THINK ABOUT YOUR RESTAURANTS AND YOUR MANAGERS AFTER																								RESTAURANT #1				20,000				50%

																												RESTAURANT #2				10,000				25%

				I would do the following:																								MARKETING				10,000				25%

																																-

																												TOTAL ....				40,000

																																=						=

																										-  WOULD YOU CLOSE ANY RESTAURANT ? AN UNEXPLAINED, OR INCORRECTLY

																										EXPLAINED ANSWER RECEIVES NO CREDIT.

																										No, I would not because they are both generating a positive departmental income

																										-  WHAT DO YOU THINK ABOUT YOUR RESTAURANTS AND YOUR MANAGERS AFTER

																										MAKING THIS ALLOCATION ? WHAT MEASURES WOULD YOU TAKE?

																										I would do the following:

																																Re-evaluate the restaurant concept

																												Concept not good								Concept good

																																		1) show allocated income statement to

																												Redesign and								manager and tell him/her he/she is

																												change restaurant								not carrying fair share of indirect expenses

																																		2) Offer to help and train manager to do better

																																		3) If manager does not improve - replace manager
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Budget Variances

																																																				RANGE J5..R44

																																																																												4.5082

						The following 3 topics were included on the Fall 2008 exam.																																																																						4.3077

						1)		Budget Variances (from this sheet)																																																																				0.2005

						2)		Decisions, decisions (from next sheet)																																												ANSWER TO QUESTION B

						3)		Cost allocation										Used in Fall 2008 #1

																																																				ON THE SURFACE THE ANSWER WOULD SEEM TO BE										THEY ARE THE SAME

																																																				BECAUSE  GROSS  PROFIT						INCREASED FROM						$33,000												Answer to Question B

														HFT 4474 - Mid-Term #3																																						TO		$33,800																				Because the Gross Profit for both months is the same it seems that in terms of Gross Profit it doesn't matter

						Fall 2008								Name:																																						BUT IF YOU CONSIDER THE FACT THAT THERE IS A FAVORABLE UNIT COST																						whether or not the price is lowered.

																																																				VARIANCE OF				(299,256,350)		AND ADD THIS BACK TO YOUR NEW COST OF SALES																However, there are two possible factors that affect the Gross Profit and we need to analyze the impact of both of

				Problem #1 (50 Points All Sections)																																																THEN YOU REALIZE THAT -																						these factors in order to know what their impact on the Gross Profit is os that we can decide whether or not it is

						THE DEADLY FORK RESTAURANT HAD PREPARED THE FOLLOWING INCOME																																																				NOVEMBER						OCTOBER										best to maintain the new lower price, or whether it is better to return to the October higher price.

						STATEMENTS FOR THE MONTHS OF OCTOBER AND NOVEMBER. STATISTICS																																														SALES						57,000		UNIT COST \/				55,000		UNIT COST \/								1) The increase in unit cost per cover from $1.8033 to $1.8462 actually tended to DECREASE gross profit.

						INDICATING THE NUMBER OF COVERS SERVED ARE ALSO PROVIDED.																OCTOBER																														COST OF SALES						23,650		1.8333				22,000		1.8333								2) However, the sales increase from $55,000 to $57,000 may have been sufficient to offset the decrease in

										NOVEMBER				OCTOBER				VARIANCES				STANDARD																																				-						-										unit price despite the increase in unit cost.

										Actual				Budget																																						GROSS PROFIT						33,350		350				33,000										In this case, no further calculations are necessary because it is obvious that if the Gross Profit remained the same

						SALES				$57,000		4.4186		$55,000		4.5833						$57,500

										0.4070175438596491				0.4																																												=						=										even thought the unit cost increased in November, then, as is stated above, it must be that the decrease in unit

						COST OF SALES				$23,200		1.7984		$22,000		1.8333						$21,700																																																				price did in fact increase Gross Profit all by itself, and therefore it was a good decision to lower the unit price.

																																																				UNITS SOLD						12,900						12,000

						GROSS PROFIT				$33,800				$33,000								$35,800																																																				We can prove this by recalculating October's Gross Profit using the November unit cost. If the October Gross

																																																				YOUR GROSS PROFIT WOULD HAVE								INCREASED FROM						$33,000								Profit is lower than the November Gross Profit then the decision to lower the unit price was correct.

						COVERS SOLD				12,900				12,000																																						TO		$33,350		IN NOVEMBER				0

																																																				VARIANCE, AND YOUR NOVEMBER GROSS PROFIT WOULD BE												$350		MORE THAN IN								Recalculation of October income statement using the November (higher) unit cost:

				A)		Calculate the causes of the variance in sales and in cost of sales (calculate the 2 sub-variances for sales and																																														OCTOBER INSTEAD OF						$35,800		GREATER.

						the 2 sub-variances for cost of sales).																																														*******************************************************************																										NOVEMBER		Per		OCTOBER		Per

						(10 Points)																																																																								-		unit		-		unit

																																																				WHAT IF YOUR UNIT COST IS GOING TO STAY AT												1.7984		?								SALES				$57,000		$4.3846		$55,000		$4.5082		<Per-unit price

																																																																														42.11%				40.95%

																																																				THEN YOUR TWO INCOME STATEMENTS WOULD LOOK LIKE THIS:																						COST OF SALES				$24,000		$1.8462		$22,523		$1.8462		<Per-unit cost

																																																																														-		-----------		-		-----------

																																																										NOVEMBER						OCTOBER										GROSS PROFIT				$33,000		$2.5385		$32,477		$2.6620		<Per-unit gross profit

																																																				SALES						57,000		UNIT COST \/				55,000		UNIT COST \/												=		========		=		========

																																																				COST OF SALES						23,200		1.7984				21,581		1.7984

																																																										-						-										COVERS SOLD				13,000				12,200

				B) Analyze the Gross Profit variance		Explain with words to what extent the following are responsible for the sales and cost of sales variances																																														GROSS PROFIT						33,800		381				33,419

						between the budgeted and actual results:																																																				=						=

						(10 Points)		- Unit Price and Sales Volume

								- Unit Cost and Cost Volume																																												UNITS SOLD						12,900						12,000

																																																				YOU ARE STILL BETTER OFF SELLING								12,900		AT THE PRICE												These two income statements show that once we take away the advantage of the lower unit cost

																																																				OF		$4.4186		THAN		12,000		UNITS AT				$4.5833		.								from the October income statement, then it generates a lower gross profit than the November

																																																				*******************************************************************																						income statement, which generated its sales at a lower unit price.

																																																				UNIT PRICES ---->								4.3077				4.5082										Therefore the lower unit price in November is the better price to use.

																																																																										The above two income statements indicate that the increase in covers from October to November

																																																																										was sufficient to overcome the decrease in per-unit gross profit produced by the increase in per unit cost

																																																																										in November. Therefore, not only did total dollar sales increase in November as a result of the decrease in unit

																																																																										price (demand is elastic), but also the increase in units sold was large enough (the elasticity of demand was high

																																																																										enough) to overcome the decrease in per-unit gross profit produced by the increase in November's unit cost.

																																																																										(Remember, that in November you not only lowered the unit price, but you also increased the unit cost. Both

																																																																										of these factors tend to DECREASE Gross Profit. But even though it is not evident from a superficial comparison

																																																																										of both income statements, in fact the increase in units sold produced by the decrease in unit price was enough

																																																																										to at least maintain the Gross Profit at the same level it was before the cost increase.

				C)		Analyze the Gross Profit variance numerically and with words. (10 Points)

																																																																																								C - 33

				D)		Use the Quick Determination method to find the elasticity for the above menu. Explain the logic that leads you to

						conclude that demand is elastic or inelastic.								(5 Points)

				E)		Is the above elasticity determination valid for the above two income statements?

						Can you determine elasticity of demand by comparing actual to budgeted amounts?

						(5 Points)

				F)		DID YOU MAKE THE RIGHT DECISION IN LOWERING YOUR PRICE IN NOVEMBER? SHOW THE CALCULATION THAT LEADS YOU TO YOUR ANSWER.

						(10 Points)

						WOULD YOUR ANSWER BE THE SAME IF YOU WERE TOLD THAT THE ABOVE

						COMPANY'S OCTOBER UNIT COST IS PERMANENT, AND THAT THE NOVEMBER																																																VARIANCE

						UNIT COST IS DUE TO TEMPORARY PROMOTIONAL PRICING BY ONE OF YOUR																																																-

						SUPPLIERS ?																																																$2,000.00

				*********************************************************************************

																																																						($1,200.00)

										SALES																																												-

								PRICE		-----		UNITS																																										$800.00		<--|

								-----				-----																																										=		|

				OCTOBER				$4.58		X		12000		=								$55,000.00																																		|

																																																								|

				NOVEMBER				$4.42		X		12900		=								$57,000.00																																		|

								-				-										-																																		|

				VARIANCE				($0.16)				900										$2,000.00																																SALES VARIANCE		|

																																																						$2,000.00		|

																																																								|

				PRICE VARIANCE				($0.16)		X		12900		=								($2,125.00)																																		|

				SALES																																																				|

				VOLUME VARIANCE				$4.58		X		900		=								$4,125.00																																		|

																						-																																		|

																						$2,000.00																																		|

																																																								|

																																																								|

										COST																																												COST VARIANCE		|

								COST		-----		UNITS																																										($1,200.00)		|

								-----				-----																																										-		|

				OCTOBER				$1.83		X		12000		=								$22,000.00																																$800.00		<--|

																																																						=

				NOVEMBER				$1.80		X		12900		=								$23,200.00

								-				-										-

				VARIANCE				$0.03				-900										($1,200.00)

				COST VARIANCE				$0.03		X		12900		=								$450.00

				COST

				VOLUME VARIANCE				$1.83		X		-900		=								($1,650.00)

																						-

																						($1,200.00)

				*********************** ELASTICITY ****************************

						UNIT		NOV		OCT		UNIT		NOV								OCT

						PRICE		$4.42		$4.58		VOLUME		12,900								12,000

								900

						-		-		-		=				0.07						ELASTICITY

				1/2   x		12900		+		12000												\/

																-						-1.75

								-0.16

						-		-		-		=				-0.04

				1/2   x		4.42		+		4.58

												Standard Ratios

										October				Standard

						Unit Price				4.5833				4.79

						Unit Cost				1.8333				1.81

						Standard Cost %  =						1.78		=		37.8%

												4.71

						Actual Cost % =						1.80		=		40.0%

												4.51

						Act/Std Price  =						4.51		=		95.8%

												4.71

						Act/Std Cost  =						1.80		=		101.1%

												1.78

										Analysis

						1)		Actual cost % is higher than the standard cost %. This means that either

								the actual cost is higher than the standard cost, or the actual unit price is

								lower than the standard unit price.

						2)		When we compare the actual price to the standard price it becomes evident

								that we are actually charging LESS than we should be charging our customers.

								We are collecting 4.2% less  (100.0  - 95.8  = 4.2%)

								This ratio - as well as the unit cost ratio - should be 100% or very close to 100%.

								If the actual unit price is lower than the standard unit price - as in this case -

								this ratio will be less than 100%, indicating that we are charging less than

								we should be charging our customers.

								This may be due to the fact that:

								a) We are using the wrong standards (old menu prices)

								b) Our waiters are undercharging either intentionally (to please friends) or by mistake.

								c) Our cashier is undercharging either intentionally or by mistake.

								d) Our waiters or our cashiers are charging customers correctly, but are stealing

								some of what they collect from customers.

						3)		When we compare the actual unit cost to the standard unit cost it becomes evident

								that we are actually spending MORE than we should be spending.

								We are spending 1.1% more  (101.1  - 100.0  = 1.1%)

								This ratio - as well as the Act/Std unit price ratio - should be 100% or very close to 100%.

								If the actual unit cost is higher than the standard unit cost - as in this case -

								the ratio will be higher than 100%, indicating that we are spending more than

								we should be spending to prepare and serve our dishes.

								This may be due to the fact that:

								a) We are using the wrong standards (outdated recipes and/or costs)

								b) Our servers are overportioning either intentionally or by mistake.

								c) There is spoilage

								d) There is theft of food

								e) There are unrecorded employee meals

								f) There are unrecorded transfers to other units within our organization.





Decisions-Decisions

		

																						YOU MUST ANSWER QUESTIONS 1 AND 3																Must calculate pro-forma inc statement																																																		THE SLEEPLESS INN

																						PLUS EITHER QUESTION 2 OR 4																		Used in Fall 2007 Mid-Term #3																				(Prob. 3)  (30 POINTS)																						Question 2 (33 1/3 % of Grade)								2000

										HFT 4474																																																						ALLOCATION PROBLEM - SINGLE-STEP																				1st				2nd				3rd				4th				TOTAL

				SPRING 2008																																Used in Fall 2008 #2																								ALLOCATE ALL THE INDIRECT EXPENSES OF THE FOLLOWING RESTAURANT																What is this								QUARTER				QUARTER				QUARTER				QUARTER				FOR YEAR

				MID-TERM EXAM #3						NAME:______________________________________________												(2) (30 Points)																																						COMPLEX TO THE OPERATED DEPARTMENTS USING SQUARE FEET AS YOUR																Called						SALES		$975,000				$870,000				$300,000				$500,000				$2,645,000

				(1)		THE GOSSIPALL RESTAURANT HAD PREPARED THE FOLLOWING INCOME																Below is presented the previous company's partial income statement based on standard price and standard cost for November's volume. Calculate the four standard variances for the months of November and December. Then list explanations for the specific v														(2) (25 Points)				DECISIONS, DECISIONS, DECISIONS, INC.																				BASIS FOR ALLOCATING FIXED CHARGES AND SALES AS YOUR BASIS FOR																						VARIABLE EXPENSES:

				(Total 40		STATEMENTS FOR THE MONTHS OF NOVEMBER AND DECEMBER. STATISTICS																																				"A"						"B"												ALLOCATING MARKETING EXPENSES. USE THE SINGLE- STEP																						ROOM AMENITIES		$204,750				$182,700				$63,000				$105,000				$555,450

				Points)		INDICATING THE NUMBER OF COVERS SERVED ARE ALSO PROVIDED.																																Sales				$120,000		12.00				$120,000		60.00		$120,000		\/		120,000.00				METHOD OF ALLOCATION. DON'T ALLOCATE INCOME TAXES !																						SUPPLIES		$58,500				$52,200				$18,000				$30,000				$158,700

										DECEMBER		\/		NOVEMBER		\/		VARIANCE																				Variable expenses				54,000		5.40		45.0%		72,000		36.00		67,200		3.36		76,800.00		0.00																								VARIABLE ELEMENT

						SALES				$55,215		4.09		$53,848		4.24																						Contribution margin				$66,000		0.45				$48,000		0.60		52,800		0.56		43,200.00		0.64				SALES		CGS		LABOR		OTHER		DEPT.		ALLOCATED		EXPENSES																		Total Variable Expenses……..

						COST OF SALES				$32,400		\/		$33,655																								Fixed expenses						\/						\/																		DIRECT		INC.		UNDISTRIB.		FIXED								SEMI-VARIABLE EXPENSES:

						GROSS PROFIT				$22,815		2.40		$20,193		\/																						Direct fixed expenses				$59,000		7,000.00				$49,000		(1,000.00)																																Direct expenses		$47,250		0.0853333333		$52,800				$25,500				$32,000				$157,550

																2.65																						Indirect fixed expenses				10,000						2,000												REST. #1		$400,000		$170,000		$110,000		$30,000		$90,000		40,000		20,000		30,000						Marketing & Energy		$98,250				$92,640				$52,500				$64,500				$307,890

						COVERS SOLD				13,500				12,700														Standard		December		November						Net Income				($3,000)						($3,000)																						>												General and

				(A)		EXPLAIN TO WHAT EXTENT THE FOLLOWING ARE RESPONSIBLE FOR THE																		Standard Inc. Statement				Per Unit		Per Unit		Per Unit																												REST. #2		$100,000		$40,000		$30,000		$20,000		$10,000		10,000		10,000		(10,000)						Administrative		$107,000				$102,950				$56,000				$72,500				$338,450

				(20 Points)		VARIANCE IN GROSS PROFIT BETWEEN NOVEMBER AND DECEMBER. !																		---------------------------------				--------------------		--------------------		--------------------						COVERS				20,000						20,000												>		500000.0								>												Total Semi-Variable		$252,500				$248,390				$134,000				$169,000				$803,890

						- UNIT SALES PRICE AND SALES VOLUME																Sales		56,100														ASSUME THAT YOU MUST SELL ONE OF THE ABOVE RESTAURANTS WHEN																						TOTAL OPERATED DEPT'S.		$500,000		$210,000		$140,000		$50,000		$100,000														175,500

						- UNIT COST AND COST VOLUME																						--------------------		--------------------		--------------------						ANSWERING THE FOLLOWING 2 QUESTIONS.																																												FIXED EXPENSES:

																						Cost of Sales		32,200												A)		Which answer indicates what restaurant you should sell and also gives																								UNDISTRIBUTED OPERATING EXPENSES																				DEPRECIATION		$40,000				$40,000				$40,000				$40,000				$160,000

																								-				--------------------		--------------------		--------------------				(5 Pts)		the correct reason for selling it?																								MARKETING						$50,000		$50,000		7,500		57,500								INTEREST		$10,000				$10,000				$10,000				$10,000				$40,000

										\/		\/		\/		\/						Gross Profit		23,900														a)		I would sell "A" because it has the highest fixed expenses																								OPERATING INCOME						$50,000												INSURANCE		$6,000				$6,000				$6,000				$6,000				$24,000

										55,215		4.09		53,848		4.24								-														b)		I would sell "B" because "A" has the highest departmental income																						FIXED CHARGES																				FIXED ELEMENT

																								12,700														c)		I would sell "A" because "B" has the highest departmental income																						DEPRECIATION						$30,000		$30,000																						Total Fixed Expenses……..

										35,775		2.65		30,480		2.40																						d)		I would sell "B" because it has the highest direct fixed expenses																								EARNINGS BEFORE TAXES						$20,000												NET INCOME		$403,250				$330,710				$29,000				$140,000				$902,960

										-				-																																																INCOME TAXES  (40%)								$8,000

				If new, lower cost temporary     >>>						19,440				23,368		>>If new,lower cost permanent						STD		DECEMBER				NOVEMBER				<				B)		Assume that $1,000 of Restaurant "B's" indirect fixed expenses could be eliminated																										NET INCOME						$12,000												INSTRUCTIONS:		600.0		<		ROOMS AVAILABLE		<

				then better to go back to orig. price ($19,440 < 20,193)										-		then better to lower price ($22,815 < 23,368)						--------------		-		dec		-		nov		<				(5 Pts)		by closing it. Which restaurant would you sell?																																												Above are presented the quarterly income statements for The Sleepless Inn Hotel .

										13,500				12,700								56100.0		55215.0		0.9259001782531193		53848.0		0.9598573975044563		<						a)		I would sell "A" because it has the highest fixed expenses																								SQUARE FEET				\/     >														Expenses are segregated into variable, semi-variable and fixed. The hotel has 600 rooms,

				(B)		b-1)		IS DEMAND FOR THE ABOVE RESTAURANT'S AVERAGE MENU ELASTIC OR																								<						b)		I would sell "B" because "A" has the highest departmental income																				RESTAURANT #1				20,000				50%		67%												enjoys 60% occupancy, and is open 365 days per year.

				(8 Points)				INELASTIC? ANSWER MUST BE BASED ON THE QUICK DETERMINATION																32400.0		0.0		33655.0		0.0		<						c)		I would sell "A" because "B" has the highest departmental income																				RESTAURANT #2				10,000				25%		33%												The YMCA has asked you to quote them a price per room for										150

								METHOD - NO CREDIT GIVEN FOR CALCULATION OF ELASTICITY.																				-				<						d)		I would sell "B" because it has the highest direct fixed expenses																				MARKETING DEPT.				10,000				25%														of   their   leaders   to   stay				7		days at your hotel in				2001		. You expect to have the

								THE LOGIC BEHIND YOUR ANSWER MUST BE CLEARLY STATED.																								<																												TOTAL ....				40,000																		rooms  available  for  the  entire				7		day period.

																						=		=				=				<				C)		Assume that you owned restaurant "A" and a customer offerred to buy 200 covers from																																												They told you that your competitors across the street, of the same class and size as

																						12700.0		13500.0				12700.0				<				(5 Pts)		you for $4.00 per cover. Would you accept? If you would accept pick the answer that																						-  WOULD YOU CLOSE ANY RESTAURANT ? AN UNEXPLAINED, OR INCORRECTLY																						your   hotel   quoted   a   rate   of				$12.00		per room. Can you better their offer ?

				(4 Points)		b-2)		COULD YOU DETERMINE THE ELASTICITY OF YOUR AVERAGE MENU IF THE																								<						specifies if any conditions must exist for you to accept the offer.																						EXPLAINED ANSWER RECEIVES NO CREDIT.																						Explain your answer when you answer "C" below?

								AMOUNTS FOR THE MONTH OF NOVEMBER WERE BUDGETED AMOUNTS														0.0		0.58679706601467				0.625				<						a)		I would not accept because $4.00 is lower than what I am getting per cover now.																																										(NOTE: This convention represents additional sales, and does not in any compete with

								INSTEAD OF THE ACTUAL RESULTS FOR NOVEMBER THAT THEY ARE ?																														b)		I would accept if: (a) there was excess capacity and																																=										your regular customer base - which will not be reduced as a result of hosting the convention.

																																								(b) I were selling to a different market.

				(4 Points)		b-3)		TO INCREASE DOLLAR SALES FOR THE ABOVE COMPANY SHOULD YOU																														c)		I would accept without any conditions - $4.00 is higher than my regular price.																																										A)   Calculate your average room rate for the year 2000. ….Can you compete with the hotel

								RAISE OR LOWER THE PRICE OF THE ABOVE AVERAGE MENU?																														d)		I would not accept because $4.00 does not cover the variable expenses per cover.																				-  WHAT DO YOU THINK ABOUT YOUR RESTAURANTS AND YOUR MANAGERS AFTER																						across the street based on charging this room rate?

																																																												MAKING THIS ALLOCATION ? WHAT MEASURES WOULD YOU TAKE?																						B)   What is your total cost per room? ……. Can you compete based on total cost ?

				(4 Points)		b-4)		WILL CHANGING YOUR PRICE AS YOU SUGGEST IN #3 ABOVE INEVITABLY																												D)		Assume that you owned restaurant "B" and a customer offerred to buy 200 covers from																																												C)   Can you use any other system of pricing to compete with the hotel across the street

								AND IN EVERY CASE ALWAYS INCREASE THE GROSS PROFIT OF YOUR																												(5 Pts)		you for $4.00 per cover. Would you accept? If you would accept pick the answer that																																												and increase your net income as a result of hosting the convention? If so, name

								RESTAURANT (ASSUMING THAT THERE IS NO CHANGE IN UNIT COST)?																														specifies if any conditions must exist for you to accept the offer.																																												the pricing method.

																																						a)		I would not accept because $4.00 does not cover the variable expenses per cover.																																										D)  Calculate the Total Variable Cost per room night sold using the min-max method.

																																						b)		I would accept if (a) there was excess capacity and

																																								(b) I were selling to a different market.																																										Points: (A) 10 pts    (B) 10 Pts.   (C)  5 Pts,  (D)  75 Pts.

																																						c)		I would accept without any conditions - $4.00 is higher than my regular price.

																																				E)		If you expect sales of both restaurants to double, which would you buy?  WHY?

																																				(5 Pts)		a)		I would buy "A" becaue it has the lowest variable expense percentage.

				This question not used in Spring 2008																																		b)		I would buy "B" because it has the lowest fixed expenses

				(8 Points)		b-5)		IN THIS PARTICULAR INSTANCE DID YOU MAKE A CORRECT DECISION																														c)		I would buy "A" because it has the lowest variable expenses.

								WHEN YOU LOWERED YOUR PRICE, OR SHOULD YOU RAISE YOUR PRICE

								BACK TO THE NOVEMBER PRICE? (YOU MUST SHOW YOUR CALCULATIONS

								WITHOUT YOUR CALCULATIONS YOUR ANSWER WILL RECEIVE NO CREDIT.

																																																																																		SOLUTION:

																																																																																		-

																																																																																		BREAK DOWN SEMI-VARIABLE EXPENSES INTO VARIABLE AND FIXED USING THE MIN-MAX METHOD.

																																																																																		VARIABLE + VAR. ELEMENT

																																																																																		-----------------------

																																																																																		VAR ELEM-ALL SEMI-VAR		MAX SALES				$975,000				MAX SEMI-V				$252,500				VAR PER $1

																																																																																		---------------------		MIN SALES				$300,000				MIN SEMI-V				$108,500				SALES

																																																																																				DIFFERENCE				$675,000								$144,000				0.21

																																																																																								100% VARIABLE EXPENSES.............												714,150

																																																																																								VARIABLE ELEMENT ..................												$564,267

																																																																																																				-

																						VARIANCES																																																												CALCULATED BASED ON TOTAL ANNUAL SALES->						TOTAL VARIABLE + VAR. ELEMENT ......												1,278,417

																						-																																																																														-

																				0		1,367		<--SALES																																																										THE FOLLOWING INCOME STATEMENT IS BASED ON CALCULATING THE VARIABLE

																																																																																		EXPENSES PER QUARTER AND INTRODUCES THE ERROR CAUSED BY THE FACT

																				0		(1,255)		<--COST																																																										THAT NOT EVERY QUARTER FALLS ON THE MIN-MAX LINE

																				-		-

																				0		112		<--|

																						=		|																																																										SALES		975,000				870,000				300,000				500,000				2,645,000

																								|

																				0				|																		"A"				"B"																																				100 % VARIABLE		263,250				234,900				81,000				135,000				714,150

																								|																		************				************																																				VARIABLE ELEMENT-ALL SEMI-V		208,000				185,600				64,000				106,667				356,267

																				0				|														SALES				$50,000				$45,000																																						-				-				-				-				-

																				-				|														VARIABLE EXPENSES				18,000				15,000																																				CONTRIBUTION MARGIN		767,000				684,400				236,000				393,333				1,574,583

																				0		0		|																		-				-

																								|														CONTRIBUTION MARGIN				32,000				30,000																																				FIXED EXPENSES

																								|														FIXED EXPENSES																																												--------------

																								|														DIRECT				13,000		19,000		8,000		22,000																																		FIXED ELEM - ALL SEMI-VAR		$44,500				$62,790				$70,000				$62,333				$239,623

																								|														INDIRECT				9,000				12,000																																				FIXED:

																								|																		-				-																																				-------

																				$0.00				|														NET INCOME				$10,000				$10,000																																				DEPRECIATION		$40,000				$40,000				$40,000				$40,000				$160,000

																								|																		-				-																																				INTEREST		$10,000				$10,000				$10,000				$10,000				$40,000

																				$0.00				|														COVERS				25,000				20,000																																				INSURANCE		$6,000				$6,000				$6,000				$6,000				$24,000

																				-				|																																																												-				-				-				-				-

																				$0.00		0		|												A)		Which of the above two restaurants would you sell if you expected sales to remain the same as they are now?																																												TOTAL FIXED		100,500				118,790				126,000				118,333				463,623

																						-		|																																																												-				-				-				-				-

																						0		<--|																																																										NET INCOME		$666,500				$565,610				$110,000				$275,000				$1,110,960

																				0		=																																																														=				=				=				=				=

																				0

																				-																																																														ROOMS AVAILABLE						219,000

																				0																B)		Suppose that you discovered that $6,000 of Restaurant B's Indirect Fixed expenses would be eliminated if you sold "B", would your answer to the above question still be the same? Why?																																												300 ROOMS X 60% OCCUPANCY X 365 DAYS =						131,400		= ROOMS SOLD

																																																																																		AVERAGE ROOM RATE =						$20.13				TOTAL VARIABLE COSTS FOR

																																																																																		TOTAL COST PER ROOM =						$13.26				LEGIONAIRE'S ROOMS						=		$10,217

																																																																																		VARIABLE COSTS PER ROOM =						$9.73				HYPOTHETICAL BID RATE =								$14.50

																																																																																												PROFIT AT HYPOTHETICAL BID =								$5,009

																				0.06																																																														DESIRED TOTAL PROFIT =						$6,000				ACTUAL BID RATE								$12.90

																																																																																		DESIRED PROFIT PER ROOM  =						$5.71				EARNINGS AT ACTUAL BID RATE =								$3,329

																				ELASTICITY =		0																																																												BID TO EARNED DESIRED PROFIT =						$15.44				ROOMS TO BE SOLD \/

																																																																																		COMPETITOR'S BID =						$12.00				DAYS   x		GUESTS

																																				C)		WHICH OF THE ABOVE TWO RESTAURANTS WOULD YOU BUY IF YOU EXPECTED																																																						7		x		150		=		1,050

																				0																		SALES TO INCREASE CONSISTENTLY ? WHY?





Allocated costs

				This problem can be changed to single step also														Used in Fall 2008 #3

				(3)(25 POINTS)				ALLOCATION PROBLEM - MULTI-STEP																		(3)(20 POINTS)				ALLOCATION PROBLEM - MULTI-STEP

				ALLOCATE ALL THE INDIRECT EXPENSES OF THE FOLLOWING RESTAURANT																						ALLOCATE ALL THE INDIRECT EXPENSES OF THE FOLLOWING RESTAURANT

				COMPLEX TO THE OPERATED DEPARTMENTS USING SQUARE FEET AS YOUR																						COMPLEX TO THE OPERATED DEPARTMENTS USING SQUARE FEET AS YOUR																What is this

				BASIS FOR ALLOCATING FIXED CHARGES AND SALES AS YOUR BASIS FOR																(2 Points)						BASIS FOR ALLOCATING FIXED CHARGES AND SALES AS YOUR BASIS FOR																Called

				ALLOCATING MARKETING EXPENSES. USE THE MULTI- STEP																What is this						ALLOCATING MARKETING EXPENSES. USE THE MULTI- STEP

				METHOD OF ALLOCATION. DON'T ALLOCATE INCOME TAXES !																Called						METHOD OF ALLOCATION. DON'T ALLOCATE INCOME TAXES !

																(6 Points)		(9 Points)								Pablo: Erase all blue items before printing exam.																Post-

						SALES		CGS		LABOR		OTHER		DEPT.		ALLOCATED		EXPENSES										SALES		CGS		LABOR		OTHER		DEPT.		ALLOCATED		EXPENSES		Allocation

												DIRECT		INC.		FIXED		UNDISTRIB.																DIRECT		INC.		FIXED		UNDISTRIB.		Income

				REST. #1		$420,000		$170,000		$112,000		$30,000		$108,000		14,000		41,600		$52,400						REST. #1		$400,000		$170,000		$110,000		$30,000		$90,000		15,000		46,000		$29,000

														>																						>

				REST. #2		$105,000		$40,000		$35,000		$20,000		$10,000		7,000		10,400		($7,400)						REST. #2		$100,000		$40,000		$30,000		$20,000		$10,000		7,500		11,500		($9,000)

				>		525,000								>						$45,000						>		500,000								>						$20,000

				TOTAL OPERATED DEPT'S.						$147,000				$118,000														-		-		-		-		-		-		-

						UNDISTRIBUTED OPERATING EXPENSES																				TOTAL OPERATED DEPT'S.						$140,000				$100,000

						MARKETING						$50,000		$45,000

								OPERATING INCOME						$73,000		7,000		52,000										UNDISTRIBUTED OPERATING EXPENSES

						FIXED CHARGES																						-		-		-

						DEPRECIATION						$30,000		$28,000														MARKETING						$50,000		$50,000		7,500		57,500

								EARNINGS BEFORE TAXES						$45,000																						-

						INCOME TAXES  (40%)								$18,000																OPERATING INCOME						$50,000

								NET INCOME						$27,000

																												FIXED CHARGES

										SQUARE FEET				\/														-

						RESTAURANT #1				24,000				50%														DEPRECIATION						$30,000		$30,000

						RESTAURANT #2				12,000				25%																						-

						MARKETING				12,000				25%																EARNINGS BEFORE TAXES						$20,000

						TOTAL ....				48,000																		INCOME TAXES  (40%)								$8,000

																																				-

				-  WOULD YOU CLOSE ANY RESTAURANT ? AN UNEXPLAINED, OR INCORRECTLY																										NET INCOME						$12,000

				EXPLAINED ANSWER RECEIVES NO CREDIT. (3 Points)																																=

																																SQUARE FEET

																																-----------				\/     >

				-  WHAT DO YOU THINK ABOUT YOUR RESTAURANTS AND YOUR MANAGERS AFTER																								RESTAURANT #1				20,000				50%

				MAKING THIS ALLOCATION ? WHAT MEASURES WOULD YOU TAKE? (5 Points)																								RESTAURANT #2				10,000				25%

				I would do the following:																								MARKETING				10,000				25%

																																-

																												TOTAL ....				40,000

																																=						=

																										-  WOULD YOU CLOSE ANY RESTAURANT ? AN UNEXPLAINED, OR INCORRECTLY

																										EXPLAINED ANSWER RECEIVES NO CREDIT.

																										No, I would not because they are both generating a positive departmental income

																										-  WHAT DO YOU THINK ABOUT YOUR RESTAURANTS AND YOUR MANAGERS AFTER

																										MAKING THIS ALLOCATION ? WHAT MEASURES WOULD YOU TAKE?

																										I would do the following:

																																Re-evaluate the restaurant concept

																												Concept not good								Concept good

																																		1) show allocated income statement to

																												Redesign and								manager and tell him/her he/she is

																												change restaurant								not carrying fair share of indirect expenses

																																		2) Offer to help and train manager to do better

																																		3) If manager does not improve - replace manager






