Balance Sheet: purchase I

e i DA PUe oL short-term trading investment, market value 210
Apgeis CUCTENT SE86TH 2= amount of % disc.
Expenses Income Statement: adjustment 10= # of days
Dividends other revenue and gains (losses) short-rerm nv
unrealized gain on investment unreal. gain n,/30
Debits Decrease: n= Net amount
Liabilities 30~ # of days to pay
Common Stock Trading Securines: full amount
Retained Earnings g:ilduu:j]ﬂ:::]r;alue- [Nrealized galn/loss
Revenues - galn/lazz Adjusting Entries:
Write-off of uncollectihle:
Perlod 1: Perlod 2: Units of Production: dr. allow for uncoll act
overstated overstated {cost — rovalue) [/ unite of productdon - or. a/r
Sales no effect no effect depr. cost per wnit uncoll. act. exp % of sale rev:
Bed. Inv. no effect overstared depr. cost per year = depr. cost per unit dr. uncoll-act. exp
Purchases nio effect no effect X amount produced thar year cr. allow for uncoll act
End. Inv. overstated no effect Book Value = cost — accum. depr. value
COGS understated overstared
Gross Profic overstated understared Subsidiary Ledder- keeps track of End. Inv. COG Gross Profit
Net Income averstated understared Individual customers in separate 8 0 u
account 8] O 0
balance sheet i= "buying price”
income statement is “selling price” unrealized gain Allowance Method- estimates 4 Inventory Methods:
Beg_ Inv. + Purch. Units = Undts avail. to sell = end. inv. = sold Direct write off- no estimates; Specific Unit: very specific/exp.
Avd Cost: overstares assers; fails ro show Avg. Cost: weldhted awvg.
avg cost per unit = cost of goods avail to sell X # of units amount of rec. comp expects FIFO- first bought, first sold (milk}
end Inv. = avg. cost per unit X units in end inv. collect LIFO- last bough, first sold (salc)
COGS = cost of doods avall. for sale — end iny.
FIFO: FOB defomat e eptidn pecognizes
oost per unit = total cost / units (beg inv & purch) sale whserdinids Rewtve at buyer
$ # / & of units = beg. inv FOB shiplpipoint: when doods
§ & / & of units = purch. leave shigRsh@nkeds s
ending Inv # X most recent doods purch § = end 1oy, -
beg. inv. + purch - end inv. = COGS Straight Line Depr- Net Sales Rev.
LIFO- depr. value = (post - rvalue) [/ vears

same for endre life
Book Value = oost - apcume depr. value

Ini. Rev = principal X
int. rate X time
Toral = principal +

endh';p! iy # X oldest units purch. § = end inv.
beg. inv. + purch — end inv. = COGS

relative sales method: Inventory Methods: Interest {glven
mearker (salel walue COGS: LTFO: Income Statement; lower net income; monthe)
total marker value = % X votal cost = cost of each asser better matching of exp to rev
| e Ending Inv_: FIFQ; provides more up-to-date inv How to Determine
capital expenditure- expen. thar Increases cost, more realized; Balance Sheer Met Act. Ree
AN aS561'S Ca , efficlency, extends s 1
useful life [dﬁlﬂw N LIFO- assoc. w/ saving Income tax; enables comp. to buy ﬂrﬂRm Allow. for
sales tax. transportation,/insurance for object high-cost inv; results in old measure of cost of end Inv; Uncoll
I transit, purchase price, installation, enables comp to keep reported income from dropping lower Mot J'”,'.H
training of personnel, special reinforcement by ligquidaring alder layers of inv
FIFD- cost of end iny that ks close w current cost of replacing unrealized- has not
inv; maximizes reporied income
expense- decrease in retained earnings that | ¢l e Vinit-Cost- used to acet cars, jewelry, art E;ﬂlﬂ yer, we still
ETB:']H[:;;E’D”‘ aperations; cost of daing All 4- writes inv down when replacement cost drops below unreslized gain
income tax pald on income earned, repairs NEEC (loss)- fair value of
: - 4 investment is greater
Double Declining Balance: Corrected Balance = (ending inventory) orlginal {less) than the cost
2/ # of years X original cost = depr. value balance - error
cost — depr. value = DDE depr. year 1 Corrected Balance = (COGS) orginal balance +
cost — DDE depr. X % - DDE depr year 2 ETTOT
Book Valie = cost - secume depr. value Corrected Gross Profit - sales rev (ner sales) — aging-of-receivables- estimating
corrected COGS uncollectble act by analyzing
individual &/R according vo the
length of time they have been
I sales rev = based on the sales price of Inventory, while COGS is based an the cost of the Invenrory oumstanding (balance sheer)




