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Inventory
CHART
· Date owned (if owned last year or this year do not put it on your books) 
· Gross Invoice, Freight (only for FOB SP), Duties] (DR Inventory and CR AP or Cash +), Discounts (CR Inventory, DR AP) Returns/Allowances (DR CR Inventory DR AP) (ALL IN THE SAME TRANSACTION) Total Cost, Cost/Unit, #/Unit
 Look in footnotes/case for date discount period starts; for how you pay transport/duties/taxes    (i.e. may pay transport company in cash upon arrival or may go into AP +); what a company refunds in a return/allowance.
 When calculating cost/unit, keep in mind any returns; calculate to THREE decimal places
 If doing return, don’t get discount on gross invoice for returned items as well (Calculate new GI)
ENDING BALANCE
1. Specific Identification – They tell you how many units you have left from each order.  -> Multiply this by unit cost of order then add.
Note: If FOB shipping point order in transit at end of year would not have them in physical count so add total cost of this order to total above
2. Weighted AVG Cost/Unit – COGAFS / UAFS X (ending # of units)
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3. FIFO - #units = 200    300    100    300    200							E.g. Physical count = 350 unit
Order #4 in transit so not included in this physical count. Total units left = 350 + 200 = 550
200xunit cost of order #4 = _______
300 x unit cost of order #3 = _______
50 x unit cost of order #2 = _______
		E/B Inv = _______
 (COGAFS – T/B of Inventory, UAFS – starting units + all units purchased – all units returned NOT                stolen units/shrinkage)  
 These give you your EB for Inventory  find the difference between COGAFS and EB to find COGS
*if paying transport in cash DR full inventory in, CR AP for amount – transport , CR cash for transport, DR inventory for full
*Inventory and Revenue never in the same transaction (Cost vs. Price)
* Never take cost of individual items sold out or it will be double counted in COGS
Fixed Assets
* Both formulas are interchangeable                                                                                                     *Do NOT Amortize past salvage value
Amortization
1. Straight Line  = HC – SV / UL X n/12
2. Declining Balance  = BV X 1 / UL (yrs) x n/12 *
3. Double Declining Balance = BV X 2/UL (months) x n *
4. Units of Output = HC – SV / UL (units) X Units used
(CR A/A and DR AMEX)

Purchase of Asset  DR Asset and CR Cash or AP   
Writing off an Asset CR Asset, DR Asset A/A and DR Loss
Ordinary Repairs DR Repair Expense and CR Cash
Extraordinary Repair  (ER)                                                                                                                BV = HC – A/A *
1. Amortize asset up to date of repair
2. DR asset and CR cash for repair
3. Calculate new HC  NHC = (HC – A/A) + ER or (BV +ER) *
4. Calculate new useful life (NUL)  NUL = UL – life used + life added
5. Amortize for rest of the year
*#s 3 & 4 are for #5

Disposal or Sale of Asset
1. Amortize asset up to point of trade, sale or disposal
2. Calculate net book value (HC-AA)
3. Calculate gain/loss (gain/loss = proceeds – net book value)
Notes If trading in, proceeds = trade-in allowance
Note: If disposal, proceeds = 0$ unless you need to pay to dispose it (in which case they would be negative)
4. Record Transaction:Bad Dept Expense: 
DR Bad Dept Expense   
       CR A4DA
Balance Sheet: (% of AR uncollectable) Calculate E/B of A4DA, then plug to find Bad Dept Ex (E/B-T/B)

Income Statement: (% of gross/net credit sales) Calculate Bad Debt Ex directly

Trade in: DR AA Old asset (to zero)
	         DR Loss (if applicable)
	         DR New Asset
		CR Cash
		CR Old Asset (to zero)
		CR Gain (if applicable)
Disposal/Sale: DR AA Asset (to zero)
		 DR Loss (if applicable)
	   	 DR Cash (if sale)
		       CR Asset (to zero)
		       CR Gain (if applicable)
		       CR Cash (if need to pay to dispose of asset) 






A/R & A 4 DA (contra account)
Total Cash  DR Cash CR Sales Revenue
Total Credit Sales  DR AR CR Sales Revenue (40% paid in time to get the discount: DR Discount and CR AR)
Write Off  DR A4DA and CR AR
Account paid that was previously written off 
1. DR AR and credit A4DA
2. DR Cash and CR AR                (*MUST BE IN TWO STEPS)

Discount  DR Cash (amount paid), DR Sales discounts (amount discounted), CR AR (Full amount of order) (E.G  Credit sales - $1000 & 40% got a discount of 2%  40% of $1000= $400 x .02% = $8 ) DR Cash for $392, DR sales discounts for $8 and CR AR for $400)
Returns  DR Cash (amt costumer paid),DR Discounts (amount discounted if applicable), CR Sales R&A full amt 
Partial account paid
1. Tell you amount you received and what % of account that was  figure out total account
(E.g.  Paid $1,000 which was 10 cents on the $ - Total account = 1,000/0.10 = 10,000)
(DR Cash for 1,000, DR A4DA for 9,000, and CR AR for 10,000)
2. Tell you value of total account plus what % you received  figure out amount you received
(E.g.  Account was $1,000 and you received 10 cents on the $ - You receive = 1000 X 0.10 = 100
(DR Cash for 100, DR A4DA for 900, and CR AR for 1,000)

Switch to Note Receivable 
CR AR and DR Note Receivable 
Then, after note due …
If they pay  CR Interest Revenue, CR Note Receivable and DR Cash
If they don’t pay (2 steps)  CR Interest Revenue, CR Note Receivable and DR AR  Then CR AR and DR A4DA
If Note goes past FYE  CR Interest Revenue (for interest earned that year) and DR Interest Receivable 
If Note was from last FYE  DR Cash (whole amount), CR Note Receivable, CR Interest Receivable (whole amount), and CR Interest Revenue (total interest – interest receivable) 
Salaries Payable
(if pay biweekly)  At start of year pay off salaries payable (SP) – DR SP and CR Cash
Figure out total wages for the year  total wages/24(12 months x 2 weeks) = a (a=biweekly wages)
DR wages EX for total wages, CR Cash (for total wages – a) and CR salaries payable for ‘a’ 

If an account is not fully used up – (E.g. $40 remaining in office supplies: CR the EX account and DR its own asset account OR only used $290 of $330 find that $40 is left over same DR and CR)
Asset that’s expensed  (E.g. office supplies and Insurance) – DR asset and CR cash, DR expense and CR Asset
Cash collections from AR  E.g. including the above items totaled $269,432  take that number subtract all cash collections from AR (not including notes receivable and unearned revenue) then CR AR and DR Cash
If cash collections from AP is not provided: Will have total cash receipts throughout year (on bank rec)  subtract ALL DR cash amounts from this to find amount of AR paid normally (so that these special transactions are NOT double counted  (same thing as above)  DR Cash and CR AR

Calculating Interest Expense on Bank Loans 
 Look through case/footnotes/bank rec to see how its calculated
(E.g.  calculated on average outstanding loan (starting amount of loan + ending amount/ 2 X Interest Rate ) (265,000 + 24,000) + 265,000/2 X Interest per year)
 OR starting amount of loan will be long term portion plus current portion and then ending amount will be long term portion

Bank Rec  “Add”: DR Cash & CR (?), “Less”: CR Cash & DR (?) --- Pay off Current portion of Bank Loan (CP): DR CP & CR Cash, then CR Bank Loan & DR CP for next yrs                                             Interest expense (IE): DR IE & CR Cash NSF cheques: DR AR & CR Cash – if paid within discount period: (E.g. find total amount: NSF amount / 97%) DR AR (full amount), DR Cash, CR sales dis
Service Charges (SC): DR SC EX & CR Cash

Prepaid Insurance (PPI) DR PPI & CR Cash --- Insurance Expense (IE)  After fiscal year, insurance used up – DR IE & CR Prepaid

Closing Everything
1. DR revenue accounts and CR Income Summary (C1)
2. CR Revenue Contra accounts and DR Income Summary (C1)
3. CR All Expense accounts and DR Income Summary (full amount of EX accounts) (C2)
4. Find Income Summary Trial Balance  This is Net Income Before Tax (NIBT)
5. Multiply NIBT by Tax Rate  If tax is NOT GIVEN, divide tax expense from NBIT on previous Income statement
6. DR Income Tax Expense for the Taxes and CR Taxes Payable (C3)
7. DR Income Summary CR Income Tax Expense (C4)
8. Find New T/B – Net Income (NI)
9. DR Income Summary for NI and CR Retained Earnings for NI (C5)
10. Then deal with dividends
Dividend   DR Retained Earnings and CR Cash OR Debit to Retained Earnings and CR Dividends Payable (if your declaring a dividend but not paying it yet).

Balance Sheet  Assets = liabilities + equity  Current Assets: Cash, AR, Less A4DA, Net Accounts Receivable, Inventory, office supplies etc. Total Assets:
                                             Fixed Assets:  Building, Less A/A, Office Equipment, Less A/A etc. (include all fixed assets including new ones, minus those traded in or written off), Total Fixed Assets 
                          Liabilities & Shareholders Equity  Liabilities: Salaries Payable, Mortgage Payable etc. (anything payable)
                                                                                                 Long Term Liabilities: Bank Loan, Total Liabilities 
                                                                                                 Share Holders Equity: Common Stock, Retained Earnings, Total Shareholder’s Equity, Total Liabilities & Shareholder’s Equity

Income Statement  Revenue: Sales Revenue, Interest Revenue, Gain: Less Discounts, Less Returns & Allowances (also add Gain if applicable), Net Revenue
                                      COGS
              Gross Profit 
              Expenses: (All expenses on the T-Account)
                                     Operating Profit
              Interest Expense
                                     Income before Taxes
	              Taxes
                                     Net Income  = Revenues - Expenses        

Bank Rec  Balance Per Company Records: 1. Start with cash balance at beginning of period/month (according to balance sheet), 2. Add total receipts, less total disbursements,                                        
                                                                                       3. Sum to get “unadjusted value”, 4. Add anything to your bank statement that was not included in your receipts, 5. Subtract anything taken off your            
	                                                                bank statement that was not included in your disbursements   ** make sure that it was not an outstanding cheque from last month
                     Balance Per Bank Records: 1. Take bank balance (according to bank statement) at end of period, 2. Add deposits in transit (appear on your receipts list but not on bank statement)
                                                                              3. Subtract outstanding cheques (appear on disbursements list but not on bank statement) 4. Subtract outstanding cheques from last period that 
                                                                              still have not been cashed, 5. Take the net
Once made go to the balance per company records, for anything added after the unadjusted balance DR Cash CR _?_. For anything subtracted after the unadjusted balance, CR CASH DR_?_
Note: NSF cheques, check whether customer got the discount. If they did, your going to DR AR for total value of account, CR Sales Discount for the discount & CR CASH for what is on statement. 
Total value of account: NSF Cheques/(1-discount). Discount is quoted in decimals (3% - 0.03 would be 0.97)
Interest Expense: either in service charges or loan repayment, will tell you in case how to calculate it.
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