	Merchandising Inventories

	Raw Materials ( usually 2)
	Work In Progress
	Finished Goods

	Beginning inventory
-Purchases
-Transport in 
-Duties
	O/B
-Discounts
-Returns and Allowances
	Beginning Inventory
Processing costs
- DL 
- FOH (factory rent (sq ft), indirect labour, equip costs, production supplies
  - CORMU
	O/B

DL
FOH
FOH
	Beginning Inventory
 
COFGM
	O/B

	
	
	
	
	COGAFS)
	T/B

	 ( CORMAFU)
	T/B
 (CORMU) 
	 (COWIP) Properly allocate first !!!!
	T/B
 ( COFGM)
	Dr.  COGS Expense
	 (COGS)

	Ending Inventory 
	(Specific ID, weighted Average or FIFO) own it? In transit?
	Ending Inventory
=pRM+pDL+pFOH
	pFOH : use proxy ( cost driver and spread evenly)
= (pProxy/ total proxy ) x total FOH
	Ending Inventory ( weighted average)
	E/I: (COGAFS// UAFS) x E/I (units)
UAFS: E/B units + # sold




	Leases

	Operating Lease: no risks
	Finance Lease: All risks

	Dr Lease Expense or prepaid lease expense
Cr. Cash/ AP/ Prepaid Lease

If prepaid may have to adjust to what used
	1) Inception: 
1. find lease payment and # payments
2. find PV: n-1 (periods left) i- implicit rate
3. PV x one payment
4. step 4 + one payment
Dr asset under lease
                Cr. Lease obligation
2) Payment Date (1st):
Dr. lease obligation 
Cr Cash
	1) Payment Date (2nd ):
Dr Lease interest Payable (at begin,)
Dr. Lease Interest Expense (+ middle, or if second payment date (just IE)
Dr. Lease Obligation 
    Cr. Cash
	2) or 3) FYE: 
if lease end no interest
No depreciation if land 
1. Interest: net lease obligation x ix n/12
Dr Interest expense
     Cr Interest Payable
2. Depreciation: ul= life of lease
 Dr Depreciation expense
           Cr Accumulated Depreciation

	
Notes: Make sure to amortize any other assets not discussed! 
	Finance Criteria
1. purchase at end of lease
2. Majority of assets life
Pv close to value of
	
Ob= cash - (IP+ IE  (if payment in middle of year) )

	If production lease:
Dr WIP (FOH)
CR A/C Dep Ex



	Stocks (We sell)

	Issuance 
	Dr Cash (or ex. Land) 
   Cr Common Stock
Either no transaction of addition non cash like common shares on top
Keep track of # outstanding
	Stock Dividends
(% x total # x $)
or
(# x $)
	Declaration: Dr retained earnings
              Cr Preferred Pay or common div distr
Payment: Dr Preferred or common div distr
                Cr  common stock or Cash (if pref)
Watch that we own it before giving   
Dividend. Pay last years if haven’t
	Stock Splits
	Nothing, write memo, update share ledger
	
Do nothing at FYE !!



Donated Capital record 
Dr Asset at MV
Cr  Donated Capital

	Cash 
Dividend
 
(% x total # x $)
or
(# x $)
	Always pay Preferred if haven’t already! Pay outstanding.
Declaration: 
Dr retained earnings
        Cr Preferred or common Div Pay
Payment: 
Dr Preferred or Common Div Pay
Cr Cash
	Retirement
 of stock

watch dates and shares from earlier
	Cash ( paid to repurchase)
BV ( share valuex % repurchased)
Bv > cash : Dr stock, Cr Cash, Cr Contr. Cap.
Bv < cash: Dr stock, Cr Cash,  Dr CC 
(Only Dr CC if credit balance already exists. If it doesn’t exist Dr RE  or if amount greater Cr in  CC account)
	Conversion
	Use book value (x %) Don’t multiply $ by ratio just #, ignore market price, 

Dr Preferred Stock , Cr Common Stock 
update share ledger % 
x # (watch ratio)
	



	Trade in Investments

	Bonds
	Stocks

	 Purchase: 1) Cash (price (may PV) + fees) 
  2) Accrued interest (int receivable )
  3) Cash = 1) + 2)
  Dr TI- Bonds, Dr Int Rec,
 Cr Cash ( purchase price + interest amnt)
	Purchase: price +fees
Dr TI- Stocks, Cr Cash


	  Interest Payments (only when received):
Dr Cash, Cr Interest Revenue or Interest receivable (or both)
Go all the way back to last payment !
	 Dividends (only when received):
 Dr Cash, Cr Investment revenue

 Stock Split: just update # shares we own

	Sale of Trading Investments
1) (price received – fees) – interest ( FV x % x n/12)
2) Accrued interest 
        Dr, Cash   Cr. Interest Revenue
3) Cash (from step 1)  – BV= realized gain or loss on sale
Dr Cash (less interest), Cr TI –Bond BV, Cr/ Dr Realized Gain or loss on sale
Update # left!!
	Sale of Trading Investments
1) Price received- fees = Cash
2) Cash –(BVx %) = gain or loss on sale
         BV< Cash = gain  BV> Cash =loss

Dr Cash (or proceeds receivable), Cr TI stock, Cr  gain or loss on sale, 
Update # left !!

	FYE: accrue interest and valuation
1) Interest: Dr Int receivable  
                Cr int revenue !!!!!!!
2) Use market value or PV , new MV same as when issuing a bond (watch # payments left ! different than bond)
3) BV
4) Unrealized Gain or loss (unrealized gain or loss, Dr or Cr to TI- Bond)
	FYE: adjust to market value
1) use new price per stock x # stock
2) BV
3) Unrealized gain (rev) or loss (exp), Dr or Cr to TI- Stock)



	Bonds (We sell)

	Issuance
	Market price % given: Dr cash, Cr Bond Payable

May have to :
Have to PV: n (# left) x2 ,   i= market interest / 2
(PVxFV) + (PVx interest (FVx CRx n/12)) = MV
Keep track of # outstanding !

	Interest and bond amortize.
	Every major transaction, interest payment or FYE
A) Interest Payable? 
1) Interest Exp  (CVx MR (date of issuance) x n/12)     Dr Int Ex.
2) Interest Payment ( FVx CRx n/12) Cr Cash/Interest payable
3) Amortization :  1)- 2) Dr or Cr Bond Payable

	Early retirement
	1. Interest and amortize so far, only for %  CV T/B  bond pay. (check if all allocated to Bond Payable or Int Expense)
2. Cash paid (Cash paid- interest paid) or PV the FV using new MR 
3. Cash –  Bond Payable ( new % CV( + incurred amortization)
4. = Dr or Cr Loss or Gain on Redemption 
Dr bond payable, Dr or CR G/L on redemption, Cr Cash

	Bond Matures
	Bond Matures: last interest and amortization then
Dr Bond Payable FV
Cr Cash FV

	FYE: Non Cash !
	Incur Interest (interest payable) and Amortize




	Closing Entries

	C1a. Close Revenues to Income summary
	 DB Sales/Interest Revenue
 CR Income Summary

	DR Income Summary
CR Sales Discount/ R&A
	C1 b. Close Contra revenue accounts to Income Summary

	DB Income Summary
CR Expenses
	C2 Close expenses to Income Summary

	T/B (either side if positive CR)
	

	 C3 ( NOT SHOWN HERE ) Calculate and record Income tax
	DR Income Tax Expense
CR Income Tax Payable

	DR Income Summary
CR Income Tax Expense
	C4 Close income tax expense to income summary

	T/B  Net profit After Tax
	

	DB Income Summary
CR Retained Earnings
	C5. Close Income Summary to Retained Earnings


	


	Start:
Take note of proxy, fiscal year, footnotes, how many units sold

Sales: probably forgot to record A/R

Assets:
Depreciation (ADD # MONTHS) and allocate
Production: look at cost of goods sold: Dr WIP (%)
Office: look at income statement: Dr. Depreciation Ex
  Dr WIP (%) or Depreciation Expense (%)
          Cr A/D

New Assets/ Shares: Always take FMV if given- $, Watch date!

Rent:
1. Cr Prepaid, Dr rent expense
2. Find new prepaid amnt: 
Dr Prepaid rent 
     Cr rent expense
3. T/B rent expense, find allocation rate, allocate Dr to WIP, Cr Rent Expense

Leases: If finance lease do all steps and see where missing. Allocate production depreciation.

A/P:
(Last Year) adjust
Dr. A/P total
Cr Various expense

(This year) no cash
Dr. Expense
Cr. A/P

Insurance:
1. Prepaid from last year 
Dr Insurance expense
        Cr Prepaid Insurance
2. Move all to prepaid insurance for amount not used this year: Total new - (total new /24 x number of months for rest of year)
Dr  Prepaid Insurance
      Cr Insurance Expense
3. T/B Insurance Expense ( amount used this year) and allocate to WIP
Dr. WIP (FOH)   Cr. Insurance Expense
	Salaries (if calculating on sales take out discount
1. Total each cost and see where they should go (where already allocated?)
2. [bookmark: _GoBack]Look to balance of wages payable from beginning of year Dr Wages Payable (wherever it was disbursed) and Cr Salaries/Wage Expense
3. New payable amount Dr WIP ( DL) Cr Wages P  ( or wherever they work)
4. Allocate the rest of the salaries ( Ex Dr WIP and CR Salaries Expense. If already in right place do nothing.
(may not be given total of one so add up all others and then subtract from total to see what is remaining)

Utilities: before inventories
1. T/B account
2. Find allocation rate for each
3. Cr Utilities expense Dr Wip

Raw Materials #1: (FOB or SP, circle date owned and arrange order. Own in transit?)
1. E/B, add in transit
2. Find total cost using right method ( unit cost 3 decimal places !)
3. T/B, use E/B, calucate CORMU

Raw Materials #2  same

xxxxxxxxxxx( CHECK FOH) LIST xxxxxxxxx

WIP
1. Before closing- production supplies 
                  Cr. Production Supplies
                       Dr. WIP FOH for amount used

2. T/B account
3. Find E/B given PRM and P DL ( use info given)
4. (Proxy/ Total proxy) x Total FOH

Finished Goods
1. If not given an ending balance
2. E/B COGAFS/ UAFS ( units given plus sold) 
3. COGS expense

	Bank Loan: 
Cr Cash ( amnt + int expense)
Dr CP or (LT loan )
Dr In expense

1) Usually already paid full loan  (total Paid – amount in books = interest expense)
2) if have CP,  must reinstate the CP account
    Dr Bank loan
    Cr CP


	
	
	Production Supplies 
Cr. Production Supplies
Dr. WIP FOH for amount used 
(watch subtle clues like “doesn’t keep outstanding inventory of supplies” )

Dividends Payable (may have not included first step)
Dr RE
Cr Dividends Payable 

Donated Assets
Dr Asset 
Cr Donated Capital



Beginning of the year

	
	
	Stock: Dividends to be Distributed? 
Cr. Cash, D. Div Payable
(would not have included the first step, Dr RE)
	Bond: Watch for Interest Payabe

	
	
	TI Bond: 
Old: Clear amount sitting in IR, included in Int. Revenue
New: Create IR account
	TI Stock:
Last years already a receipt

	
	
	



	Depreciation method

	Straight Line
	(HC-RV) /  (useful life) x (n/ 12)
Don’t go past useful life 
If last year depreciate to residual value,

	 Units of Production 
	(HC- RV) / (total units) x units used
Don’t go past useful life 
If last year depreciate to residual value, 

	Diminishing Balance
	(HC- A/D)x (1/ useful life) x n/12
Don’t go past useful life
Do not depreciate past residual value
NBV- Residual Value = Depreciate expense

	Double Diminishing Balance
	(HC- A/D) x (2/ useful life) x n/12
Don’t go past useful life
Do not depreciate past residual value
NBV- Residual Value = Depreciate expense

	In any case, if in last year of useful life, make sure to depreciate up to residual value !



	Intangibles

	Finite (A/A on same T, always using straight line method, shorter of useful life or legal life
	Indefinite (impairment)

	· Patents (asset) DB Patent CR Cash or AP
· Copy rights (Asset) DB Copy Right CR Cash or AP
· Research and Development (research costs- Expense, Development costs – asset, post production begin amortization.)
1) project feasible, 2) desire to complete development, able to complete 3) market exists for the product
	· Trademarks (Expense if internal, asset if external -DB Trademark Expense CR Cash or AP)
· Licenses (assets)
· Goodwill (if buy business excess between purchase price and balance sheet given)




Cash?


yes? one transaction or more?


If not  done correctly then do should, did, do


One transaction not entry if done correctionly


no? Just record ( usually FYE, interest, deprececiation)
















