CHECK-OUT AND ACCOUNT SETTLEMENT

Checkout and settlement describe the activities associated with the final stage of the guest cycle (i.e. departure). Guests may forget the previous courtesy and hospitality exhibited by the hotel staff if check-out and account settlement are not professional, accurate, friendly, and efficient.
I- Check-out and Settlement Process:
The major activities, which are conducted at departure, are as follows:
· Resolution of outstanding guest account balances.

· Updating of room status information.
· Creation of guest history records.
II- Departure Procedures:
At checkout, front office clerks shall:

· Inquire about additional charges not appearing on the guest folio.
· Post outstanding balances awaiting posting.

· Verify account information.

· Present the guest folio.

· Verify the method of payment.

· Process the account payment.

· Check for undelivered mail, messages, and documents such as faxes.

· Secure the room key (if applicable).

· Update the room status.
· Inquire about the guest’s experience at the hotel.

· Request the guest to complete a guest satisfaction survey.

· Update the guest history file.
The above procedure varies depending on the hotel’s level of service and degree of automation. Moreover, the check-out procedure provides front office staff with a last chance to leave a positive impression on guests. Hence, encouraging departed guests to come back again (repeat guests). If this happens, guest cycle occurs.
1. Methods of Settlement: 
Even though guests might have spelled out their intention to pay with a specific method of payment, they might, at departure, decide to pay with another method of payment. Generally the rule is: as far as the proposed method of payment is valid, hotel have to accept it. Sometimes, guests might wish to pay with a combination of method of payments. For example, at departure, a guest might decide to pay 30 % in cash, 50 % with credit card and the remaining as special promotions. Accounting wise, in order to zero a balance, from one part guest account shall be credited and from the other, usually the method of payment is debited. Hotels agree to zero guest balances with the following methods of payments:

a) Cash or debit card: When processing a cash payment in full, the front desk agent should mark the folio as paid. Moreover, the front office clerk shall destroy the guest’s credit card voucher created at registration as to offer him / her charge privileges. In addition, if the guest settles his / her account with a method of payment other than credit card (for example cash), it is essential that the amount blocked by the credit card (i.e. floor limit) be released at check-out. Otherwise, the credit card processing company may reserve the funds for up to thirty days. This may result in complaints and dissatisfaction from the part of the departed guest.
As far as debit cards are concerned, they are considered to be similar to cash payment. Moreover, since cash payments are the most likely to be involved in fraud by front desk agents, it is important that hotel sets procedures in place to record the process of cash transactions. In this regard, some hotels require that a front office supervisor approve all cash settlements to verify that the cash paid by the guest is actually put into the front desk agent’s cash bank. In addition, front desk agents shall be trained on how to identify counterfeit currency. Accounting wise, settling a guest account through cash necessitates the following journal entry transaction:

Dr.


Cr.
------------------------------------------------------------------------------------------------------------


Cash





xxx





Guest Account




xxx
------------------------------------------------------------------------------------------------------------
b) Personal check payment: the front office clerk shall shift the credit from guest ledger to personal check payment account, which is a sub-account of the city ledger and the guest shall only sign a personal check voucher. Accounting wise, settling a guest account through personal check necessitates the following journal entry transaction:

Dr.


Cr.
------------------------------------------------------------------------------------------------------------


Personal Check Payment Account

xxx





Guest Account




xxx
------------------------------------------------------------------------------------------------------------
c) Credit card: This type of payment creates a transfer credit on the guest’s folio and moves the account balance from the guest ledger to a credit card payment account in the city (or non-guest) ledger. After processing the transaction, front desk agent asks departing guest to sign a copy of the folio (acknowledging and agreeing to the credit card balance). Accounting wise, settling a guest account through credit card necessitates the following journal entry transaction:

Dr.


Cr.
------------------------------------------------------------------------------------------------------------


Credit Card Payment Account

xxx





Guest Account




xxx
------------------------------------------------------------------------------------------------------------
d) Special promotions payment: the front office clerk shall shift the credit from guest ledger to special program payment account, which is a sub-account of the city ledger and the guest shall only sign a special program voucher. Accounting wise, settling a guest account through special promotions necessitates the following journal entry transaction:

Dr.


Cr.
------------------------------------------------------------------------------------------------------------


Special Promotions Payment Account
xxx





Guest Account




xxx
------------------------------------------------------------------------------------------------------------
e) Direct billing payment: the guest shall sign only his/her folio, and depart. Later, he/she, upon receipt of hotel invoice, shall deposit a certain amount of money in the hotel bank account. Like credit card settlement, direct billing transfers a guest’s account balance from the guest ledger to the city ledger. Unlike credit card settlement, responsibility for billing and collecting a direct billing lies with the hotel rather than an outside agency. Accounting wise, settling a guest account through direct billing necessitates the following journal entry transaction:

Dr.


Cr.
------------------------------------------------------------------------------------------------------------


Direct Billing Payment Account

xxx





Guest Account




xxx
------------------------------------------------------------------------------------------------------------
f) Combined settlement method: A guest may choose to use more than one settlement method to bring the guest’s folio balance to zero. Once the guest has settled the folio balance, the front desk agent shall provide the guest with a copy of the final folio for review and approval (by placing his / her signature of the folio). Let’s suppose that a departing guest wanted to settle his guest account ⅓ by cash, ⅓ by credit card and the remaining through special promotions. Accounting wise, the journal entry transaction to be prepared is as follows:








Dr.


Cr.
------------------------------------------------------------------------------------------------------------

Cash





x

Credit Card Payment Account


x

Special Promotions Payment Account

x





Guest Account




xxx
------------------------------------------------------------------------------------------------------------
2. Sales-minded Check-Out Clerks:
As guests tends to depart from the hotel, check-out clerks shall approach them in the following way:

· Provide guests comment cards and encourage fill them out.
· Thank the guest for choosing the hotel and wish him/her a safe trip.
· Ask the guest whether he/she is considering returning to the property on any return trip to the area. Cashiers might sometimes accept future reservations.
3. Late Check-Out:

Late-check out refers to the situation where guests check out after the hotel's established check out time. Late check out shall not be considered as a guest right, rather a privilege which might be honored by the front office manager upon room availability whether free of charge or charged a late check out fee. To minimize late check-out, front office staff shall:
· Post check-out notices in visible places (ex. on the back of all guestroom doors).

· Include a reminder of the check-out time in any pre-departure materials distributed to guests expected to depart on the current day.

If late check out is to be charged a late check-out fee, front desk agent shall inform departing guests hotel’s policy regarding late check-out policies and charges.

III- Check-Out Options:

There are a lot of innovative ways to check out apart from the traditional / common way. Below are two alternative check out options that apply only to guests who have provided valid credit cards at registration:
1. Express check out: 
This is usually convenient for guests who decide to check out very early in the morning or wouldn’t like to wait in long lines when trying to check out. A common pre-departure activity involves producing and distributing guest folios to those guests expected to check out. Front office staff, housekeeping staff or even hotel security staff may quietly slip printed folios under the guestroom doors of expected check-outs before 6 A.M. Such folios will be slipped along with express check-out forms. These forms include a note request the notification of front office if departure plans change. By completing those forms, guests authorize front office to transfer his / her outstanding folio balance to the payment card that was presented during registration. 
2. Self-Check-Out: 
Guests might check out using self-check-out terminals situated at public areas, from in-room or mobile devices. Those very terminals / devices are integrated with front office systems and serve as to reduce check-out time as well as minimize front desk traffic. Under such check-out option, the following occurs:
· Guest accesses the proper folio and reviews its content.

· Guest account is settled through payment card provided by the guest at registration.

· Self-check-out system communicates updated room status to the front office system, which in turn communicate this online to housekeeping department.

· Front office system automatically initiates the creation of guest history record.

IV- Unpaid Account Balances:

Whatever professional and caring front desk agents might be, guests might depart from the hotel without settling their accounts. Regardless of the reason, after-departure charges or outstanding account balances represent unpaid account balances.

Commonly, reasons for unpaid account balances can be grouped as the following:
· A guest fully / partially settling his/her account with a method of payment other than cash.
· A departing guest honestly forgetting to settle his/her account.
· Skippers.

· Late charges (being one of the most important reasons)
A late charge is a transaction requiring posting to a guest account that does not reach the front office system for posting until after the guest has checked out and closed his /her account. In order to eliminate late charges, hotels shall operate under fully automated systems. If a hotel is not interacted with point-of-sales or other systems, the probability of late charges does always exist. In such cases, hotels shall aim to reduce / minimize late charges. To do so, front office clerks shall:

· Post transactional vouchers as soon as they arrive at the front desk (in order to minimize the volume of unposted charges prior to and during check-out period).
· Survey front office vouchers and folio racks for non-posted charges before the front office clerk checks a guest out.
· Ask departing guests whether they have incurred any charge purchase or placed long distance telephone calls, which do not appear on their final folios.
As far as the third item is concerned, some departing guests may honestly respond to the question while some others might not feel obliged to do so. Hotels, as a response to this, added a statement on the registration record spelling out that guests who present a payment card at check-in assume that all charges will automatically be transferred to their payment card account for billing. Some credit card companies may allow hotels to write “signature on file” on the signature line of the payment card voucher to receive payment for the guest’s outstanding balances. Lastly, when after-departure charges are posted to a folio and added to a payment card voucher, the front desk agent should send a copy of the updated folio to the guest so that he / she will understand why additional charges appeared on the folio.
V- Account Collection:
Late charges that are billed to departed guests should not be classified as uncollectible until the front office staff or accounting department personnel have exhausted all billing and collection procedures. Moreover, procedures to collect late charges depend on the method of payment with which departing guest have settled his / her account. Lastly, all unpaid account balances shall be transferred to city ledger accounts, which might have the form of:

· Payment card billing: accounts to authorized payment card companies.

· Direct Billings: accounts to approved corporate, travel, and other agencies.

· Travel agency accounts: Accounts for authorized tours and groups.
· Bad check accounts: accounts resulting from departed-guest personal checks that were returned unpaid.
· Skipper accounts: accounts for guests who left the hotel without settling their folios.
· Disputed bills accounts: accounts for guests who refused to settle their accounts (in part or in full) because of a discrepancy in posting.
· Guaranteed reservation accounts: accounts for billing and tracking no-show guests.
· Late charge accounts: accounts for guests who checked out before some charges were posted to their guestroom accounts.
· House accounts: accounts for non-guest businesses and promotional activities.
In order to collect all its city ledger accounts, hotels shall devise effective and efficient account receivables billing procedures. To do so, every property shall try to find answers to the following questions:

· When outstanding accounts balances are payable?
· How many days shall separate each two consecutive invoices?
· How to contact the departed guests whose accounts is not yet paid?

After coming with answers to the above mentioned questions, hotels, then, shall depending on the amount of money to be collected, and the geographical distance that separates the hotel from the guest billing address, opt for one of the following collection schedules:

· Aggressive (short cycle) collection schedule.
· Lenient (long cycle) collection schedule.
1. Account Aging:
Account aging refers to a method of tracking past due accounts based on the date the charges were incurred. To illustrate, credit card payment accounts usually have ages of maximum one month. However, some other non-guest accounts (ex. late charges, disputed bills, bad checks and skippers accounts) might have ages measured in months, and even years. Below, is the terminology associated with each account age:

Less than 30 days accounts 

( Current Accounts.
More than 30 days accounts 

( Overdue Accounts.
Older than 90 days accounts 

( Delinquent Accounts.
The older a non-guest account is, the more difficult it becomes to collect. That’s why, many accounting departments maintain a report indicating the average age of accounts receivable.

VI- Front Office Records:

The major two front office records that are stored at departure are guest history records (which are stored alphabetically) and guest folios (stored numerically)

1. Guest History Files:

Guest history files are collections of personal & financial data about guests who have stayed at the hotel. Maintaining guest history records helps the hotel better understand its clientele and determine guest trends when they develop. Moreover, these very files might serve as a source of mailing list or to identify guest characteristics that are important to strategic marketing. In addition, they serve as to develop and place advertisements that appeal to the types of clientele the hotel attempts to attract. Finally, guest history files points out the need for a new, supplementary, or enhanced services.

Even though guest history files are created in the front office department, they are accessed by marketing department, whenever needed. In fact, marketing department might get use of guest history files as to create a program to reward frequent guests with a free stay after a certain number of visits, or as an indicator to watch out for future repeat guest reservations in order to increase the hotel’s repeat business market share.
2. Folios:

Due to legal requirements, folios have to be stored in hotels for a minimum period of 5 years (Turkish Law).

3. Data Privacy:

Hoteliers must meet the expectations of guests and employees regarding data privacy. If a hotel company is not cautious about proper data collection and protection, potential security threats (ex. undesirable advertising, litigation, or fraud) will probably emerge. It is highly recommended, in this regard, that hotels shall, in their mission statements, spell out a strong commitment to protecting data privacy. This commitment shall equally be advertised and communicated.
1

