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CHAPTER 1
Azcounting in Aotan

AGHIGNMENT CLASSIFICATION TABLE
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Chapter 18

Cost Behavior and Cost-Volume-Profit
Analysis

QUESTIONS

Cost-volume-profit analysis 15 especially useful in the planning phase for a business.
This phase invelves predicting the volume of sales activity, the costs 1o be incurred,
revenues to be received, and profits to be eamed. R is also useful in what-f

(sensitivity) analysis.
A variable cost is one that vares proportionately with the volume of activity. Fer
example, direct materials and direct labor (when the workers are paid for completed
units) are treated a4 variable ¢osts with respect to the number of units produced.

Variable costs per unit stay the same (remain constant] when output velume
changes. This is because each unit consumes the same amount of vanable costs
within the relevant range of activity.

Fixed costs per unit decrease when output volume increases. This is because the
total amount of fixed costs remains the same while it |5 being drvided among more
units within the relevant range of activity,

A step-wise cost remains constant over a imited range of output activity, outside of
which it changes by a lump-sum amount, then remains ¢onstant over another limited

range of output activity, and so on. A curvlinear cost gradually changes in a
montinelr manner in fﬂl!-ﬂ'!““ tH-.'I.I'Iﬂ-I'I in sxles wolume

Defindtion: Unit contribution margin = Sales price per unit - Varable coits per unit.
Unit contribution margin is the per unit dollars avadllable o cowver hxed costs, with

the rem ainder being profit

Definition: Contribution margin ratic = Contribution margin /| Sales price per unit
The cantributien margin ratle tells what percent of each sxles dollar 15 avallable o
cover fixed costs, with the remainder being profit.

Contribution margin ratio means that for each sales dollar 3 specified percent is
available to cover fixed costs and contribute to profits. To Hlustrate, if 3 company
has a 75% contnbution margin ratio, then T8% (or T5¢) of sach sales dollar is
available to cover fixed costs and contmbute to profits,

A CVP amalysis for a manufacturing company is simpified by assuming that the
production and sales volumes are equal. This is the same 3% assuming no changes
In beginning and ending inventory levels for the period,

10. The first is that although Indivdual costs classifed 38 fixed or vanable might not
behave precisely in those patterns, some variations of individual components in the
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CHAFTER 20
IMVESNTORY MAMAGEMENT, JUST-15%-TIME,
AND BACKFLUSH COATING

=1 Costof poods sodd (i retaill organszalions p of dircet malemals coss (n ofgamzalions with
a m:mufaa.lunrq.- IunCeen b as a percentage o salss freguently excecds el INCOME &5 & percenrage
of sales by many onders of magnitude. In the Kroger grocery store cxample ¢iled in the text, cosl
of goods sold 1o salés i1 73.7%, amdd fel 1Hoome b '-u'l-:'n 1% (L6%e. Thus, a 1My reduction i the
ratic of cost of goods sold w sales (73.7 w 66.3%) without any other changes can resalt in a
1 2335% increase im el income o sales (UG5 o B0 )

20-2  Five cost capegonies imponant in managing goods for sale in a retall organization are the
following

purchiasing costs;

ofdErIng CosEs;

|.'.|.|"!'!|ill:|: cosls.

slockowt costs: and

uality cass

g . ol

23 Five psumplions male when using the simplest version of the BEOC) model an

e same quantiny 1% ofdentd o cach roorder ponl.

Diemamd, opdenng costs, canryvang costs, and the purchase-order leod time ore ceriain
PFarchasing cost per wnat is unaffecied by the quanfity ordened

Dhi sEOC KOs OOCir.

Costs of quality arc considened only to the extens that these costs affect oedering costs or
I |:"I|III. cursls
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20-4 Cosis inchuded im the carrying costs of invemory are imcremental costs for such items as
insurmnce, rent, ohssdescence, spoilage, and breaknpe plus the opportunity cost of capital (or
réqjuined retum o isvesiment

25  Examples of opportunity costs relevant to the EOD) decissom msodel but tvpically not
recorded 1 acoounhag systems ane the following:

the remm forgone by investing capital in invemtory;

bost contribation margin on 4_"-.i-.|in|_' sales when o stockout ocours: amd

kst contrnbuation margin on potcntial future xales that wall not be mode o disgruntbed
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2x The steps m computmg the costs of a predicivon eomor when vang the EOQ) decision
ETmbE | are:
Srep ;. Compute the monetary outconse from the best action that could be tuken, given
the actoal amown of the cost inpul
Srep 2: Compute the monctary oatcome from the best scton based on the incommect
pmount of the predicted cost inpui
Sep 3: Compute the difference between the monctary ovicomes from Steps | amd 2
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Accounting 1 problems and solutions. Accounting 1 exercises and solutions.

The requested URL was not found on this server. Additionally, a 404 Not Found error was encountered while trying to use an ErrorDocument to handle the request. Apache/2.4.41 (Ubuntu) Server at sourcing.gftn.panda.org Port 443 10. One of the advantages Rachel Hipp would enjoy is that ownership of a corporation is represented by transferable
shares of stock. This would allow Rachel to raise money easily by selling a part of her ownership in the company. Another advantage is that because holders of the shares (stockholders) enjoy limited liability; they are not personally liable for the debts of the corporate entity. Also, because ownership can be transferred without dissolving the
corporation, the corporation enjoys an unlimited life.The basic accounting equation is Assets = Liabilities + Owner's Equity.12. Assets are resources owned by a business. Liabilities are claims against assets. Put more simply, liabilities are existing debts and obligations. Owner's equity is the ownership claim on total assets. Owner's equity is affected
by owner's investments, drawings, revenues, and expenses.13. The liabilities are: Accounts payable and (g) Salaries and wages payable.14. Yes, a business can enter into a transaction in which only the left side of the accounting equation is affected. An example would be a transaction where an increase in one asset is offset by a decrease in another
asset. An increase in the Equipment account which is offset by a decrease in the Cash account is a specific example.15. Business transactions are the economic events of the enterprise recorded by accountants because they affect the basic accounting equation. The death of the owner of the company is not a business transaction as it does not affect
the basic accounting equation. (1) +$20,000 +$20,000 (2) +$20,000 -$20,000 (3) +$2,300 -$2,300 (4) -$ 3,600 -$3,600 DO IT! 1-5 (a) The total assets are $49,000, comprised of Cash $6,500, Accounts $13,500 and equipment $27,000. Note that it is not possible to determine the property of the owner of the company in any other way, because the
initial balance for the owner's estate is not provided. Angela Duffy, president of Duffy Company, instructed Jana Barth, head of the accounting department, to report the company's lands in their accounting reports in the fair value of $170,000 instead of its cost of $100,000, in an effort to make the company appear to be a better investment. The
principle of historical cost requires that assets be registered and reported at their cost, because the cost is faithfully representative and can be measured and checked objectively. In this case, the principle of historical cost should be used and the land reported at $100,000, and not $1170,000. Duffy could benefit if the company can attract more
investors, but it would be harmed if inadequate reports were discovered. Similarly, Jana Barth could benefit by pleasing his boss, but would be harmed if inadequate reports were discovered. Jana's alternatives should report the land to $100,000 or report it to $170,000. Reporting the land to $170,000 is not appropriate, as it can deceive many people
who trust Duffy's accounting reports to make financial decisions. Jana must report the land at the cost of $100,000. She must try to convince Angela Duffy that this is the appropriate course of action, but be prepared to resign her position if Duffy insists. Exercise 1-4 1. Wrong. The principle of historical cost requires that assets (such as buildings) be
registered and reported at their cost.3. Incorrect. The assumption of economic entity requires that the entity's activities be kept separate and distinct from the activities of its owner and all other economic entities. .$ 0 Add: 2,000 100,000 Increase inAdd: 10,000 minus 18,800 66,800 minus: owner's capital, 1.3.6.8. A property is the most fancil of
creating and operating because there is formal procedures involved in the creation of the property. However, if she operates the business as a property, she will personally have unlimited responsibility for business debts. Operating the business as a company would limit your responsibility to your investment in the business. Natalie will at all demand
the services of a lawyer to incorporate. The costs to incorporate as well as continuous additional costs to manage and operate the business as a company can be expensive. My recommendation is that Natalie chooses the form of ownership of the business organization. This is a very small business where the cost of incorporation surpasses the benefits
of incorporation at this time. In addition, it will be easier to stop operating the business if Natalie decides not to continue with it once she has finished college.(b) Yeah, Natalie's gonna need accounting information to help her operate her business. She will need information about her cash balance on a daily or weekly basis to help her determine if she
can pay her bills. She will need to know the cost of her services so she can set her prices. She will need to know revenues and expenses so she can report her net income for personal income tax purposes on an annual basis. If it lends money, it will need financial statements so that creditors can assess the liquidity, solvency and profitability of the
business. Natalie would also find useful financial statements to better understand your business and identify any financial problems as soon as possible. Monthly financial statements would be better because they are more timely, but they are also more work to prepare. Financial: Financial accountants prepare general accounting-based financial
statements and participate in important financial decisions involving mergers and acquisitions, res res edop 2Acov aid mU .opmet od ognol oa odairav res edop ohlabart etsE .ozarp ognol a sariecnanif sepA§Aejorp e ASIREE otnemajenalp / spreadsheets. The next day you may be visiting a customer or vendor to set up a new account and discuss
business. This work requires a good understanding of accounting and finance. Accounting Management: Management accountants work in companies and participate in decisions on capital budget and business analysis. The main functions include cost analysis, new contract analysis and participation in efforts to efficiently control expenditure. This
work often involves the analysis of the structure of organizations. Is it responsibility to spend money on a company at the right level of our organization? Are these objectives and objectives to control costs being communicated effectively? Historically, many management accountants were ridiculed as "bean banks". This mindset has undergone a major
change as management counters now often work side by side with marketing and finance to develop new business. Tax: Tax accountants prepare corporate and personal income tax states and formulate tax strategies involving issues such as financial choice, how best to treat a merger or acquisition, tax deferment, when costing items and similar. This
work requires a deep understanding of the economy and the tax code. More and more, large corporations are looking for people with an accounting and a legal background in tax. A person, for example, with a JD and a CPA would be especially desirable for many companies. You are reading a free preview Pages 88 to 121 are not shown in this view.
You are reading a free preview Pages 175 to 242 are not shown in this view. You are reading a free preview Pages 296 to 570 are not shown in this view. You are reading a free preview Pages 624 to 661 are not shown in this 958 958 sanigjAP atiutarg o£A§Aazilausiv amu odnel jAtse 2AcoV .0of£A§Aazilausiv atsen sadartsom of£As ofAn 158 a 448
sanigjAP atiutarg ofA§Aazilausiv amu odnel jAtse 2AcoV .0f£A§Aazilausiv atsen sadartsom of£As ofAn 208 a 517 sanigjAP atiutarg ofA§Aazilausiv amu odnel jAtse 2AcoV 863 are not shown in this view. You are reading a free view, the pages 871 to 872 are not shown in this view. You are reading a free view, the pages 885 to 945 are not shown in this
view. You are reading a free view, the 983 to 984 pages are not shown in this view. You are reading a free visualization, the 988 to 1002 pages are not shown in this view. You are reading a free view, the pages 1007 to 1009 are not shown in this view. You are reading a free view, the pages 1013 to 1025 are not shown in this view. You are reading a
free view, the pages 1068 to 1082 are not shown in this view. You are reading a free view, the pages 1091 to 1111 are not shown in this view. You are reading a free visualization, the pages 1123 to 1155 are not shown in this view. You are reading a free visualization, the pages 1164 to 1171 are not shown in this view. You are reading a free
visualization level 1236 to 1348 is not shown in this view. You are reading a free view, the pages 1379 to 1491 are not shown in this view. You are reading a free visualization page 1522 to 1634 is not shown in this view. You are reading a free visualization page 1665 to 1706 is not shown in this view. PDF PDF PDF Packageownload Complete PDF
PDFAGETHIS PAPERE Short Summary of this article0 Complete PDFs Related to this PaperdownloadPDF package Share Publication Objectives Prepare a spreadsheet. Prepare closing inputs and a pushbuttlement. Explain the stages of the containing cycle and how to prepare the correction entrances. 3 Identify the sections of a classified shake. 2 1 4
2. 4-2 A§ financial. It is not a permanent accounting record. p i can be a computerized worksheet using an electronic worksheet program like Excel. p 1 prepared using a five-step process. n pof the spreadsheet is optional. Work Sheet Learning Objective Prepare a spreadsheet.1 Lo 1 3. 4-3 Illustration 4-1 Steps in the preparation of a spreadsheet 4. 4-
4 Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. MONEY 15,200 Supplies 2.500 PRINE INSURANCE 600 EQUIPMENT 5,000 PAGAL NOTES 5,000 PAGANIBLE ACCOUNTS 2,500 REVENUE NOT OBTAINED 1,200 PROPERTY CAPITAL 10,000 OWNER DRAWINGS 500 SERVICE OF 10,000 WAGES EX . 4,000 Rent Total 28 900. Income Review Swing Adjustment of
Assessment Swing Steps of Balana in the preparation of a spreadsheet the amounts of the review Balance £ £ o Vain directly from accounting accounts. Include all accounts with balances. Step 1: Prepare a trial balloon on illustration work 4-2 lo 1 5. 4-5 Illustration 3-23 General magazine shows the adjustment inputs adjusting the entries journal
entrances ( Chapter 3) Steps in the preparation of a spreadsheet 1 6. 4-6 Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Cr. Box 15,200 supplies 2.500 1.500 Pron insurance 600 50 equipment 5,000 notes 5,000 pagan accounts 2,500 revenues not purchased 1,200 400 owner capital 10,000 ownership drawings 500 serials 400 200 200 Expenses Balana Adjusted Income
Assessment Rate Adjustments Adjustments Swing of Assessment (A) (B) (G) (G) (C) (D) (D) (E) (B) (B) (e) () (f) (g) (c) steps in the preparation of a paper spreadsheet 2: enter the adjustments in the accord ¢ ES type adjustment values, total adjustment columns and check equality. Add additional accounts as needed. Adjustment Key: (a) Used supplies.
(B) Expired insurance. (C) Expedited depreciation. (D) Record of recognized service. (E) accused service revenue. (f) accumulated interest. Accumulated halls. Illustration 4-3 LO 1 7. 4-7 Account titles Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Money 15.200 15.200 supplies 2,500 1,500 1,000 pre-paid insurance 600 50 550 5,000 5,000 equipment Notes to
pay 5,000 5,000 Accounts to pay 2,500 2,500 UNITED KINGDOM REVENTION 1.200 400 800 Owner's Capital 10,000 10,000 Designs 500 500 500 500 REVUNITY 10,000 400 10,600 200 200 Salaries. 4,200 1,200 5,200 Rent Exp. 900 Totals 28,700 28,700 Supplies Expense 1,500 1,500 Insurance Expense 50 50 Accumulated Depreciation 40 40
Depreciation Expense 40 40 Accounts Receivable 200 200 Interest Expense 50 50 Interest Payable 50 50 Salaries and Wages Payable 1,200 1,200 Totals 3,440 3.440 30,190 30,190 Net Income Totals Balance Sheet Adjusted Income Balance Adjustments Declaration of balance (a) (b) (a) (g) (c) (d) (d) (e) (b) (e) (f) (g) (c) steps When preparing a
worksheet Step 3: Fill in the adjusted balance columns total the adjusted balance columns and check equality. Illustration 4-4 LO 1 8. 4-8 Account titles Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Dr. Cr. Cash 15,200 15,200 15,200 Supplies 2,500 1,500 1,000 1,000 Prepaid Insurance 600 50 550 Equipment 5,000 5,000 Notes Payable 5,000 5,000 5,000 Accounts
Payable 2,500 2,500 2,500 Unearned Revenue 1,200 400 800 800 Owner's Capital 10,000 10,000 Owner's Drawings 500 500 Service Revenue 10,000 400 10,600 10,600 200 salaries and salaries Exp. 4.000 1,200 5.200 5.200 Rent Exp. 900 900 Total 28.700 28.700 Supply costs 1.500 1.500 1.500 Insurance costs 50 50 50 Accumulated depreciation 40
40 40 Depreciation costs 40 40 40 Accounts receiving 200 200 200 Interest costs 50 50 50 50 50 50 payable interest 50 50 Wages and payable wages 1,200 1,200 1,200 1,200 3.440 30.190 30.190 7.740 10.600 22.450 19.590 Total net Total Balance Heritage Adjust Adjust Adjust Adjust Adjust Adjust Adjust Adjustment DeclarationgniraperP .seirtne
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DEMANDS OF A WATER OA 1 14. spreadsheet adjustment columns. The DIARY AND PUBLISHING OF ADJUSTMENT INPUTS FOLLOWS THE PREPARATION OF THE FINANCIAL SHIPMENTS When a spreadsheet is used. Preparing the adjustment inputs of a spreadsheet 1 16. 4-16 Susan Elbe is preparing a spreadsheet. Explain Susan how it should
extend the following shakes adjusted to the financial statement columns of the spreadsheet. Accumulated Box Depreciation Accounts Depreciation The Drawings of the Owner of the Owner of the Salon Service Sails Salon nio column) lo 1 faatim this! Worksheet1 17. 4-17 At the end of the containing period, the company prepares the ready-made
accounts for the next time. Learning Objective Prepare Closing Inputs and a Public Puzzle Equilibrium. 2 Illustration 4-8 TEMPORARY ACCOUNTS VERSUS Permanent Lo 2 18. 4-18 Closing Inputs formally recognize in the book The Transfer of Wool Profit (or Wool Loss) and Owner Designs to Owner For ownership for ownership for ownership for the
capital owner. Companies usually review and publish closing entries only at the end of the annual containment. Closing entrances produce a zero balance in each temporary account. Preparing closing entrances 2 19. 4-19 The owner's capital is a permanent account. All other accounts are timeliness accounts. Preparation of Closing Inputs Illustration
4-9 Diagram of the Closing Process-Property Property 2 20. 4-20 Closing Inputs Illustration 4-10 Journalized Lock Inputs Preparing lock entries 21. 4-21 4-21noitcasnart ehT .054$ gnitsoc tnempiuge tnuocca no desahcrup otacreM ,81 yaM :2 ESAC 82-4.82 3 OL petS elbadiovA nA-aseirtnE gnitcerroC 05 elbavieceR stnuoccA yrtne gnitcerroC05
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secnalab tnuocca tnenamrep eht fo ytilauge eht evorp ot si esopruP 32-4 .32 2 OL 22-4.22 2 OL seirtnE gnisolC gnitso P 11-4Daily and published as debit for equipment $ 45 and a credit for accounts paying $ 45. The error was discovered on 3 June. Fixing the entrances “A preventable step equipment 45 Incorrection Input accounts Pagable 45
Equipment 450 Correction Input Accounts Payable 450 Equipment 405 Input accounts Pagable correction 405 LO 3 29. 4-29 LO 3 30. 4 Sanchez-30 Company discovered The following mistakes made in January 2017. 1. A salary and salary payout of $600 was debited for supplies and credited in cash, both for $600. 2. A collection of $3,000 of an
accounted customer was debited for a $200 cashier and credited to the Service Revenue $200. 3. Purchasing supplies for $860 was debited for supplies $680 and credited to accounts pay $680. Fix the errors without reversing the incorrect entry. Lo 3 do it! Entry correction3 31. 4-31 Sanchez discovered the following errors made in January 2017. 1. A
salary and salary payout of $600 was debited for supplies and credited in cash, both for $600. Fix the error without reversing the incorrect entry. Wages and salaries expenditures 600 supplies 600 lo 3 do this! Input correction3 32. 4-32 Sanchez discovered the following errors made in January 2017. 2. A collection of $3,000 of an accounted customer
was debited for a $200 cashier and credited to the Service Revenue $200. Fix the error without reversing the incorrect entry. Service recipe 200 Money 2.800 accounts receivable 3,000 lo 3 Do it! Input correction3 33. 4-33 Sanchez discovered the following mistakes made in January 2017. 3. Purchasing supplies for $860 was debited for supplies $680
and credited to accounts pay $680. Fix the error without reversing the incorrect entry. Supplies ($860 - $680) 180 setnahlemes setnahlemes saserpme ed opurg o ,0£Asneerpmoc a rarohlem araP .otnemom mu me oen¢Atnatsni mu atneserpA pA "A 43-4 .43 3sadartne ed o£A§AerroC !ossi a§AaF 3 AO 081 ragap a and similar liabilities together. Asset
liabilities and net assets assets of the owner Updated liabilities PROPERTIES OF LONG PROPERTIES OF LONG PROPERTIES PROPERTIES, PLANTA AND EQUIPMENT (Plants (Plants (Plants) (Plants (Plants) (Properties a classified balance sheet. 4 1.O 4 35. 4-35 The Illustration of the Rated Balance 4-21 LO 4 36. 4-36 The balance sheet L.O 4
Ilustration 4-21 37. 4-37 i p Assets that a company expects to convert for money or use in a year or the operating cycle, which is longer. The operating cycle is the average time needed to buy inventory, sell it on account and then collect money from customers. Circular assets LO 4 38. 4-38 usually listed in the order they expect to convert them into
cash. Illustration 4-22 Circular assets LO 4 39. 4-39. The correct order of presentation in a rated balance for the following current assets is: a. Accounts receivable, money, prepaid insurance, inventory. b. Money, inventory, bills receivable, prepaid insurance. c. Box, bills receivable, inventory, prepaid insurance. d. inventory, money, bills receivable,
prepaid insurance. Circular active questions LO 4 40. 4-40 p Investments in shares and securities of other companies. Investments in long-term assets such as land or buildings that are not currently being used in operational activities. Long-term notes to be received. Long-term investments Illustration 4-23 LO441. 44l pup PP PP PR P PRP R R P ]
pPpupppppppuseful lives. pp Currently used in operations. Depreciation - allocating the cost of assets for several years. Accumulated depreciation - Total amount of depreciation described so far in the life of the asset. Property, plant and equipment LO 4 42. 4-442 Illustration 4-24 Property, plant and equipment LO 4 43. 4-43 I n Long life assets
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