HOTEL INCOME STATEMENTS
Net Income = Revenues – expenses
· Revenue results from the sale of goods and services. It also includes interest income, dividend income, and other items reported on the schedule of rentals and other income.

· Expenses are the costs of goods and services used in the process of creating revenue.

· The net income does not necessarily cause a corresponding increase in the business’s cash account. Therefore, net income is not cash flow.

I-Hotel Income Statement Formats:

Income Statement Users:

a) Internal Users

– Board of Directors

– General Manager, President or CEO

– Department and/or Division Heads

· Supervisory Positions

b) External Users

– Government

– Credit-holders (I.e. Banks, Major Suppliers)

– Potential and Actual Investors

Income Statement Formats:

· Internal long-form format

· Internal short-form format

· External formats

1. Internal long-form format presents detailed information to the reader. It encompasses all departments' net revenue, cost of sales, payroll and related expenses, and other expenses and eventually the income or loss engendered from all operations.

2. Internal short-form format is a brief income statement format. It includes shortly the income (or losses) of revenue centers along with undistributed expenses, fixed charges, income tax, and eventually net income.

3. Common-size external format shows the relation-ship of each item in the income statement to net sales (as a percentage)

4. Comparative income statement presents and compares financial data for two or more periods (shown either in dollar amounts or percentages)

Why Income Statement shall be prepared first?

Income Statement shall be first prepared in order to know the Net Income, from which the Company must deduct Dividends Declared to reach Period’s Retained Earning which will be accumulated in the Equity Section of the Balance Sheet!

II-Statement of retained earnings:

( This very statement represents the lifetime profits (or losses) of a business that have not been declared as dividends to the shareholders. Moreover, this very statement is increased by the net income of the period and decreased by dividends declared for the period.

(Prepared in order to close the period’s Net Income and to serve as the amount to be transferred to the Equity Section of the Balance Sheet!
(The Board of Directors’ shall first meet and decide whether to distribute Dividends or not. If Dividends would be distributed, this is called Dividends Declared and journalized as follows:







Dr.

Cr.

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

Retained earnings (or dividends declared)
xxx




Dividends payable


xxx

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

( The Company is not obliged to pay immediately Dividends when they are declared. However, it is compulsory for the Company to pay them on the same Fiscal Year. When a Company actually pays its Dividends, the following Journal shall apply:







Dr.

Cr.

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

Dividends Payable



xxx




Cash




xxx

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