Wiley Loose-Leaf Print Companion JCNSESGIent

. FINANCIAL "\ @Y
ACCOUNTING [

: !
Tools for Business — gmi%
Decision Making

L



ACCOUNT CLASSIFICATION AND PRESENTATION

Inventory

Account Title Classification Financlal Statement
A -.,“,._,._-___- —— - et - - SRS P — —
Accounts Payable Curvent Liabiliny Ilhhn ¢ NMueet I; ol ‘:
Accounts Receivable Curveont Asset Nalare v Shewt | Db
Accumulated Depreciation — Buikdings Pl"h;u _Auﬁ Contrs ; Malar ¢ Mot :« reudis :
Accumulated Dt‘flrmtlhuﬂ»~fﬂ\:l”:tluivﬂ4 Hﬂu\l Asaet L omira l Walarw ¢ Mwwt i (redit ‘
Administrative Expenses e ‘()'vnohc\‘ Foapwvine ! Lo oene Matemert : Ity
Allowance for ()(mhﬂul}gu!p_h : il wrvent Asaset - Lonira ] Nalam ¢ Sheet '1 readit
Amortization Expense 2 il)‘n sting Eapense Tiw e Materment i (T L%
[}
Bad Debt Eapense ! Operating Expense ] Income Statement bt
‘ Bonds Pf\ﬂra : Long - Term Liabaliny : Balance Sheet : Cred
: Bul‘dmg‘s___ | Plant Asset = ’ illgl.uur Sheet { Db
C
e TSNS | BRSI
Commaon Stock 2= g 7;'; Stox kholders” Equin Balance Sheet | Credit
Copyrights Y Jalinech» o emiiae, © | Intangible Asset Balance Sheet RoE l—l;l;nl
Cost of Goods Seld F"" ol Goods Sold Income Statement 4?«-!:.1 S
D
Debt Investments i & Curren! Assetl Balance Sheet l)rbn--
Long-Term Investment
Depreciation Exponse Operating Expense Income Statement Debit
Discount on Bands Payvable Long-Term Liability—Contra | Balance Sheet Debit
Dividend Revenue Other Income Income Statement Credit
Dividends Temporary account closed Retained Earnings Debit
to Retained Eamings Statement
Dividends Payable Current Liability Balance Sheet Credit
E
Equipment I Plant Asset [ Balance Sheet T Debit
F
Freight-Out I Operating Expense 1 Income Statement E Debit I
G
Gain on Disposal of Plant Assets Other Income Income Statement | C redit
Goodwill Intangible Asset Balance Sheet i Debit
I
Income Summary Temporary account closed Not Applicable Ty
to Retained Earmnings ;
Income Tax Expense Income Tax Expense —_—__‘_ll.l_t1illlf7\;h‘lrl}‘I‘Il\_‘lAlnl ; Debit
Income Taxes Payable Current Liability o Balance Sheet ;( redlit
Insurance Expense Operating Expense | Income Statement ] Debit
Interest Expense Other Expense | Income Statement | Dehit !
Interest Payable Current Liability Balance Sheet Crexdit .
Interest Recelvable Current Assel Balance Sheet I Debit ‘
Imterest Revenue OtherIncome Income Statement | Crexlit
= Current Assel | Balance Sheet (;‘) | Debit



s

St o

Account Title
Classification Financlal Statement
Land Plant Asse - Balance Sheet
an 1
Loss on Disposal of Plant Assets Other I
o Lxpense Income Statement
Maintenance and Repains Ex i
Mortgage Payab) = Speraing Bapense Zoms Sl Dbt
' et Long-Term Liability Balance Sheet Credit
N
Notes Pay:
s Payable Current Liability/ Balance Sheet Credit
Long-Term Liability
> B
pal:m" = ; Intangible Asset Balance Sheet Debit
aid-in Capital in Excess of Par Stockholders' Equity
Valu e quity Balance Sheet Credit
Baid-in Capital in Excess of Par Stockholders' Equity Balance Sheet Credit
Value—Preferred Stock
Preferred Stock Stockholders' Equity Balance Sheet Credit
Premium on Bonds Payable Long-Term Liability—Contra | Balance Sheet Credit
Prepaid Insurance Current Asset Balance Sheet Debit
Prepaid Rent Current Asset Balance Sheet Debit
R
Rent Expense Operating Expense Income Statement Debit
Retained Earnings Stockholders’ Equity Balance Sheet and Retained | Credit
Earnings Statement
S
Salaries and Wages Expense Operating Expense Income Statement Debit
Salaries and Wages Payable Current Liability Balance Sheet Credit
Sales Discounts Revenue—Contra Income Statement Debit
Sales Returns and Allowances Revenue—Contra Income Statement Debit
Sales Revenue Revenue Income Statement Credit
Selling Expenses Operating Expense Income Statement Debit
Service Revenue Revenue Income Statement Credit
Current Asset/Long-Term :
Stock Investments T e B Balance Sheet Debit
Supplies Current Asset Balance Sheet Debit
Supplies Expense Operating Expense Income Statement Debit
it
Treasury Stock l Stockholders’ Equity ] Balance Sheet l Debit
U
Unearned Service Revenue Current Liability Balance Sheet Credit
Operating Expense Income Statement Debit

Utilities Expense

(1) The normal balance for Income Summary will be credit when there Is a net income, debit when there is a net loss. The Income

Summary account does not
(2) If a periodic system is used, Inv

appear on any financial statement.
entory also appears on the Income statement in the calculation of cost of goods sokd




The following is a sample chan of accounts 1t does mot repweserd a comgwrheraive hant of all the mcxrnmis w0
this teatbook but rather those accounts that are commonly used This sample (hart of accounts s for 8 company
that generatos both service revenue as well as sales reverse 11 uses the perpensd sppesch 1o sventony 11 s perieoads
system was used, the following temporan accounts would be neoded 1o revond lmventony pur hases Purs hases
Freight-In. Purchase Retums and Allowances. and Pur base Discosits

Asscls
Cash

Accounts
Receivable

Allowance for
Doubtiul

Accounts

Interest
Receivable

Inventon
Supplies
Prepaid Insurance

Prepaid Rent

Land

!
Equipment

Accumulated
' Depreciation—
l Equipment

= Buildings
Accumulated

Depreciation-

Buildings
Copyrights
Goodwill

Patents

Liabilities
Notes Pavable

.

Accounts Pavable

Uncamad Senvwoe
Rc'\( LRLE 1)

Salanos and !
Wages Pavahle

Interest Pavahle
Dividends Pavable ‘

Income Taxes

Pavable
Bonds Pavable

Discount on Bonds

Pavable

Premium on Bonds
P-l\.lh‘f

Maongage Payable

CHARY OF ACCOUNTS

Stockholden’
Lquiny
Commmon M b
\ L
Pasd in Capigsl o
Lavess o P

\adue
St b

Prefermed St h
Paid-in Capital in

Facess of Par

\alue— Prefemred

Stock
Treasuny Suxk
Retained Eamings
Dividends

Income Summany

L omumont*

Revenues

Servie Revennw
Salos Rivenus
Lales Discounts

Sales RAms and

Allowances
Interest Revenue

Gain on Disposal
ol Plant Assets

I apenses

Administrstive
I apwnines

A LLeat i
Fapenne

Bad Delat Eapenne
Cost of Gexds Saodd

Depreciation
Expense

Freight-Out

Income Tax
Expense

Insurance Expense
Interest Expense

Loss on Disposal ol
Plant Assels

Maintenance and
Repairs Expense

Rent Expense

Salaries and Wages
Expense

Selling Expenses
Supplies Expense

Utilities Expense



- =
THRING S0 HOS CONG HOHIER 1A §O)

19UNG TA# THGAC i THU v 2y
0han%:
08282

_ FINA CIAL

A D N n
,’./:i\ ‘r( {i (';/ ‘k’ ' ’ I\\ ” ’ " [-\\\\J k EIGHTH
SRS T A LW AW d \_i \\_.,J EDITION

R R s k 5 »
. 2 3
¥ 5
3 M
3

Tools for Business
Decision Making

Paul D. Kimmel PhD, CPA

University of Wlsconsm—Mllwaukee
Milwaukee, Wisconsin

Jerry J. Weygandt PhD, CPA

University of Wisconsin—Madison
Madison, Wisconsin

Donald E. Kieso PhD, CPA

Northern lllinois University
DeKalb, lllinois

WILEY




DEDICATED TO

the Wiley sales representatives

\'\h\\ sell our DOOKS and service

(&) AL i | '
anag etni ! { ind |
A S
Vit \ | !
‘4
v ? "
Y
e Pliste
) ,
\ Karc y Zarychta Hor

L Allison Morris

Matt Or gon|
Elena Santa Mana
Harry Nolan
Maureen Eide
Maureen Eide
C Mary Ann Price
Assistant Elizabeth Kearns
Susanna Pr Cl"(,i(‘l() Images, Inc

New Aster LT Std by Aptara®, Inc. and printed and bound by LS(

1 by LSC Communications




Brief Contents

1 Introduction to Financial Statements 2
2 A Further Look at Financial Statements 44
3 The Accounting Information System 90
4 Accrual Accounting Concepts 150
5 Merchandising Operations and the
Multiple-Step Income Statement 214
6 Reporting and Analyzing Inventory 266
7 Fraud, Internal Control, and Cash 316
8 Reporting and Analyzing Receivables 374
9 Reporting and Analyzing Long-Lived Assets
10 Reporting and Analyzing Liabilities 478
11 Reporting and Analyzing Stockholders'
Equity 536
12 Statement of Cash Flows 590
13 Financial Analysis: The Big Picture 646

APPENDICES

A Specimen Financial Statements:
Apple Inc. A-1

B Specimen Financial Statements:
Columbia Sportswear Company B-1

C Specimen Financial Statements:
VF Corporation C-1

D Specimen Financial Statements:
Amazon.com, Inc. D-1

E Specimen Financial Statements:
Wal-Mart Stores, Inc. E-1

F Specimen Financial Statements:
Louis Vuitton F-1

G Time Value of Money G-1

H Reporting and Analyzing Investments H-1

COMPANY INDEX  I-1
SUBJECT INDEX |-5

422




From the Authors

Dear Student

Wh\ Th,\ L“’h"“-“\““ Dev | L O “'.}b COourse Iin '\.”}'\'hk'r“l)"’\"“"""""'.
of those -

Miasible mar

e naybe something more high-te h than that)
that gave you the oppoartunity to look "inside the human body? This accounting
3 @ Offers something similar. To i derstand a business, you have to understand
el . siges of Dusiness organization. A f nancial accounung course will
neip you ur derstand the essent financial components of businesses. Whether you
¢ king at e multinatic company like or bucks or a single-
el saftware consulting business or coffee shop knowing the fundamentals of
"nancial accounting will help you unde rstand what is happening. As an employee, a
S0¢ an VesStor.a business owner, or a director Of
yeur own personal finances—any of which roles you will
have at some point in your life—you will make b:me, “Whether you are looking at a large
gecisions for having taken this course multinational company like Apple or

Starbucks or a single-owner software

\ consulting business or coffee shop,

R

Vhy This Book? Hundreds of thousands of students
\ave usedq this

textbook. Your instructor has chosen it knowing the fundamentals of financi

you Decause of its trusted reputation. The authors accounting will help you understand
ave workea hara to 'A('“ei.‘ the bL‘Ok f(eshv [”ne[y. Jnd

g Lwl'Et is happening.

r

accurate

How to Succeed? We've asked many students and many instructors whether there

s a secret for success in this course. The nearly unanimous answer turns out to be
not much of a secret: “Do the homework.“ This is one course where doing is learn-
ng. The more time you spend on the homework assignments—using the various
tools that this textbook provides—the more likely you are to learn the essential
concepts, techniques, and methods of accounting. Besides the textbook itself,

WileyPLUS and the book’s companion website also offer various support res

ources

Good luck in this course. We hope you enjoy the experience and th
good use throughout a lifetime of success the know!
We are sure you will not be disappointed

at you put to
‘-’dg’)(’ you obtain in this course

Paul D. Kimmel
Jerry J. Weygandt
Donald E. Kieso
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