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For The Student

Merchandising
Operations

A+

TUPS coscxvour sesounces

Vit he weveprentallcombacngre Web te for vel-scudy quzes. odes
< and oeher rescurces

Try the Quick Chech amercna ot and of chaghar (o test your keowledge
Learn the Key torms

Do the Starter sunrcnes beyed m the margns

¢ Work the Mid- 0d End-ef-Chaptar Summary Problems
" Une the Cancapt Links 10 the test marging (o reviee macerial m other
chaptery

¥ Samrch the €0 tor (wwsew materas by chapter or by key word

New! A+ Tips leads you to all the
learning resources that accompany
the text. Follow the A+ Tips to
improve your understanding—and

your course grade!

Chapter-opening vignettes take you

into the real world of accounting—
where business decisions affect the
future of actual organizations. Each

vignette introduces you to the central

issues covered in the chapter.

B Adyust and clote the Mcounts of & merchanging Buasess

3 Prepare x merchandsuer s himancial satem

4 Une grow prof perventage and meantery turvaover e
»

Learning Objectives give you
an overview of the skills you
will learn in the chapter.

New feature company:
Amazon.com Amazon.com’s
annual report is bound into the
book; Amazon is also the feature
company in several chapter-
opening vignettes, and in end-of-
chapter financial statement cases.



Features

New! Sitemaps appear at the beginning of 184 Crpeers
each chapter and at main headings throughout Msitemap
the chapter as a roadmap to show you where e @ Merchandisiog

Operations 3
|

you are and what is coming next. L e

Inventory: Perpetual 5
| System

| ® Adjustingand Closing D
| Accounts

nerchandise nven

| @ Preparing Financial

Statements hapter deman

| ® Key Decision-Making
Ratios

What Are Merchandising Operations? W Meriliandislng Opentsinn .
Mmhandmng is lhe busmess admry of buymg and selling products rather than
services. requires us to deal with these
balance sheet and income statement items.
Balance Sheet: Income Statement:
® Inventory, an asset ® Sales revenue (often abbreviated as Sales), a revenue
® Cost of goods sold, an expense tudent ResourceCD
These items are italicized in Exhibit 5-1 for Merchandising Co. Let's begin with Peod tyitem parpecusl system
New! An open and reader-friendly text Teans7ORTATION COSTs _The lransportaion cost of moving invertory from
d . ) l d hlb d 'nf seller to buyer can be signif; ifies FOB terms to
- mdxatewhopiysﬂleshlppmgchl@amﬂmns/rnmw FOB terms govern
eSIgn jeluaes many HeW ex its and info (1) when legal title to the goods passes from seller to buyer and (2) who pays the
graphics. freight. Exhibit 54 summarizes FOB terms.
™ m FOB Terms Determine Who Pays Freqght
Freight costs are either Freight in or Freight out.
® Freight in is the transportation cost on purchased goods.
A Running Glossary provides a full defini- ® Feeightont bt transportation et o g i
Freight In »R)»Bshlppmgpoimlermslnposlmmmn.sothebu_yerpaysthe
tion when a term is introduced. A list of terms B o)

and credits Cash or Accounts Payable for the freight. Suppose Austin Sound pays
. a$60 shipping bill. Austin Sound's entry to record payment of the freight charge is
appears at the end of each chapter, and there is A = wm

a complete Glossary at the end of the book. M

Sares DiscounTs anp Saves ReTurns AND Auownccu We just saw

. that purchase returns and all and p the cost
s"""‘":m:;:""’::* of inventory purchases. lnd\eamwuy,ulamumlmmowmmmduln
ity st A discounts, whxchmmm to Sales 3 the net amount
merchandise or from granting the of revenue earned on sales.
customer an allowance from the CREDIT SUBTOTAL
amount owed 1o the seller. A contra ANCE ANCE. (NOTA
account to Sales Revenue. )
Sales Discount Sales - Sales Returns N Sabos . Mot sales
Roduction i the amount receivable Revenus and Allowances Discounts revenue'
m‘m"ﬁm”h:‘;y Compani intain sef for Sales Discounts and Sales
promptly. A contra account to Sales Returns and All Now let's ine a 'C sale
Revenue. Assume JVC is selling to Austin Sound Center.

Net Sales Revenue On July 7, JVC sells stereo components for $7,200 on credit terms of 2/10
:m:.;:‘;‘:“’“"""‘ n/30. These goods cost JVC $4,700. JVC’s entries to record this credit sale and the
related cost of goods sold are

Unique! Concept Links help you remember

i 1 1 1 Because Austin Sound sold goods, the business also must decrease the
matenal learned earher’ Concept hnks n the Inventory balance. Suppose these goods cost the seller $1,900. A second journal

- . . . is needed fer th R he
side margins point you to relevant topics cov- ecount o o of Gt Sl s ol 3 e T NN et e i
ered earlier: they provide both a rationale for hied  ComolGixa st s

the material and a chapter and text page cross — |

reference.



Stope ‘ﬂnsswpkﬂunkmmpknseuﬂlv like the preceding one, but with freight in. On

| =
15, Austin Sound purchased $1,000 of merchandise, with $80 freight added, for |
|

an invoice total of $1,080. Austin returns $100 of the gwd! for anill on September 20
and pays the account payable in full on

| Answer
Purchase: Sept. 15 Inventory (51,000 + $80) 1,080
Accounts Payable 1,080
Returm:  Sept 20 Accounts Payable. . 100
Inventory. 100
| Payment: Sept. 25 Accounts Payable (51,080 - 100 980
| Inventory [($1.000 ~ $100) » .02} s
| Cash ($1.000 + 80 - $100 - $18) 962
There is no discount on freight. ‘

Amazon.com: for E-Tailers Free Shlopmn Isn't
Free, But It's Not a Cost, Either

Like most accounting students, Jennifer didn't have
time to go Christmas shopping. She cruised the online
mall and ended up buying all her presents from
Arazon.cor, the largest player in online retailing
Jennifer was lured by Amazon.com’s huge selection
and an offer of free shipping for all orders aver $25.
Amazon.com views free shipping as a key factor in
boosting its growth—revenue jumped 233% to $851
—————————————' million in one year. Yet, the company doesn’t send
packages via eight trusty reindeer: Amazon has ta pay freight companies to deliver DVD
players, books.and blenders to customers around the world. How does an e-tiler—one
that is just barely making a profit—account for these shipping and handling coses?
Fortunately for Amazon and other e-tailers, in the process of revolutionizing business,
e-commerce has also bent certan accounting rules. One such rule is that the cost of
products sold to customers s usually recorded as Cost of Goods Sold, a merchandiser’s
major expense. But online powerhouses like Amazon.com and Buy

GITi

,_
Ze

u count some of

} T this cost as “sales and marketing expenses.” By lisung these “fulfillment costs” as market-
Ly e— ing expenses, both e-tailers and catalog houses such as L. L. Besn don't have to subtract
' the expense in arriving at gross profit

Small wonder that this controversial approach came under investigation by the
Financial Accounting Standards Board (FASB). The dot-com bubble had burst, and
e-tailers were paised to reclassify shipping and handling costs as costs of goods sold
That would restate gross profit downward. However, the Eimerging Issues Task Force of
the FASB recommended that shipping and handling revenue should be included in sales.
without giving any guidance about how to account for shipping and handling costs. So
Amazon and other e-tailers are free to continue including shipping and handling costs
under marketing expense. The result: Gross profits are still high

Barved on Nick Wintield “Survival Serategy Amazon Takes Page from Wal Mary to Prosper an Web —nterner Retaiier Curs

2002.p Al Saud Hamel “Amazoms Luss  Quarter Sherws & Sharp Decresse
Katherme Hobyon “Sdver Liwng FASB $paces E Taiers m Cost Rung. The Steetc

— Accoun

Suppose Amazon.com engaged in the following transactions during June of the current

year:

June 3 Purchased inventory on credit terms of 1/10 net eom (end of month), I
$1.600.

9 Returned 40% of the inventory purchased on June 3. It was defective.
12 Sold goods for cash, $920 (cost, $550)

15 Purchased goods for $5,000. Credit terms were 3/15 net 30.

6 Paid a $260 freight bill on goods purchased

18 Sold inventory on credit terms of 2/10 /30, $2,000 (cost, $1,180).

2 Received returned goods from the customer of the june 18 sale, $800
(cost, $380).

Burrowed money from the bank to take advantage of the discount

L) END-OF-CHAPTER Summoary Problem

The adjustment data and trial balance of Jan King Distributing Company follow. (The
* solution to Requirement 1 is on page 208.)

" 4 bord

a. Supplies used during the year, $2,580.

TIPS b. Prepaid rent in force, $1,000

. . Unearned sales revenue still not earned, 52,400,

£50uRCES d. Depreciation. The furniture and fixtures’ estimated useful life is 10 years, and they
are expected to be worthless when they are retired from service.

€. Accrued salaries, $1,300

f. Accrued interest expense, $600.

& Inventory on hand, $65,800.

Required

1. Enter the trial balance on a work sheet and complete the work sheet

2. Journalize the adjusting and closing entries at December 31. Post to the Income
Summary account as an accuracy check on the entries affecting that account. The
credit balance closed out of Income Summary should equal net income computed on

the work sheet.

3. Prepare the company’s mult p income of owner’s equity,
and balance sheet in account format. Draw arrows linking the statements.

4.

Compute the inventory tumover for 20X6. Inventory at December 31, 20X5, was
$61,000. Turnover for 20X5 was 2.1 times. Would you expect Jan King Distributing
Company to be more profitable or less profitable in 20X6 than in 20X5? Give your
reason

W\M/\

Stop & Think exercise boxes appear within
the text in every chapter. The exercises
encourage you to assess your understand-
ing of concepts by providing immediate
practice of what you have just learned.

Accounting.com boxes Nothing has
changed business more in recent years than
the Internet. Horngren/Harrison/Bamber’s
Accounting.com boxes identify accounting
issues affecting companies doing business
on the Web. '

Summary Problems This unique
Horngren/Harrison/Bamber feature
enables you to pause and assess your
progress at two locations within each
chapter—midway and again at the end of
the chapter text. Solutions appear with the
problems for immediate feedback.

A+ Tips reminders appear with both
Mid-Chapter and End-of-Chapter review
problems.
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Unigue! Decision Guidelines show when,
why, and how managers—not just
accountants—use accounting information
to make good business decisions.

Excel Application Exercises Every
business professional must know how to use
Excel, and Horngren/Harrison/Bamber
provides the tools you need to master it.
Excel Applicatioﬁ Exercises appear in each
chapter, with instructions for creating your
own spreadsheets.

Assignment Materials

Decision Guidelines

MERCHANDISING OPERATIONS AND THE ACCOUNTING CYCLE

Amazon.com and Kinko's Copy Centars are two very different companies. How do Amazon and Kinko's
differ? How are they similar? The Decision Guidelines answer these questions.

Decision

Guidelines

How do merchandisers differ from service entities?

How do a merchandiser’s financial statements differ from the
statements of a service business?

Income Statement:

Merchondiser
Sales revenue . SXXX
~Cost of goods sold X
= Gross profit . ...t XX
~Operating expenses . )
= Net income $ X

Statements of Owners Equity:
Which type of inventory system to use?

« Merchandisers. such as Amazon.com, buy and sell merchandise
inventory.
+ Service entities. such as Kinko's, perform a service

Balance sheet:

« Merchandiser has inventory, an asset.
+ Service business has no inventory.

Service Business
Service revenue ........... . $ XX
~Operating expenses ...
= Net income ...

No difference

+ Perpetual system shows the amount of inventory on hand (the
asset) and the cost of goods sold (the expense) at all times.

+ Periodic system shows the correct balances of inventory and
cost of goods sald only after a physical count of the inven-
tory, which occurs at least once each year

Goal: Create a spreadsheet to compute Amazon.com's gross
profit percentage and inventory turnover for the past three
years.

Scenario: You are intrigued by Amazon’s ability to sel
merchandise via the Internet and would like to invest in such a
venture. Before doing 50, however, you remember from your
accounting course that ratio analysis Is an important part of
making an investment decision.You decide to calculate two key
ratios: gross profit percentage and inventory turnover. (You may
need to visit Amazon.com on the Web to find inventory data
from past years, Look under Investor Relations at the bottom of
the Home page.) When you have completed your worksheet.
answer the following questions:

1. What has happened to Amazon’s gross profit percentage

Step-by-Step:

. Open a new Excel spreadsheet

. In column |, create a bold-faced heading as follows.
a.Chapter 5 Excel Application Exercise

b. Evaluating Amazon Inventory Operations

c. Today's Date

Two rows down and two columns over. create boid and
underlined headings for the most recent three years (e,
20022001, and 2000).

In column A, enter the following (one per row)

a. Net Sales (in thousands)

b. Cost of Goods Sold (Cost of Sales)

. Gross Profit

d. Inventory

e.Gross Profit Percentage

w s

»

over the past three years!

2. What can you tell about Amazon's inventory operations
from its inventory turnover ratio for the past two years?

PSS S e TN N

{. Inventory Turnover

Locate the data for items a-d in the Amazan.com annual

report (or on the Web) and enter it in the appropriate

columns.

Calculate gross profit percentage and inventory twrnover To

help visualize the data trends, use the Chart Wizard to cre-

ate a bar graph of performance

. Format all columns, rows, and data as needed. Save your
work and print a copy for your files

L

=

New! Starters Starters serve as warm-ups
and confidence builders at the beginning of
the assignment material. Try to solve these
easy, single-concept exercises. Each Starter is
referenced within the chapter so that if you
need more guidance, you know exactly
what material to review to complete the
exercise.

&%nhﬁe nomewark

See www prenhall.com/horngren

for selected Starters, Exercises

and Problems
Recording purciose and cash poyment
transactions
(Ob}.1)
Accounting for the purchase of
rventory—purchiase discount

(©bi.1)

Recording purchisse, purchiase returm, and
cash payment transacnons

Starters

$5-1 Youmay have shopped at a Gap store. Suppose Gap purchases 2,000 pairs of stacks
on account for $50,000. Credit terms are 2/101/30, Gap paid within the discount period
Journalize the following transactions for Gap

a. Purchase of inventory. b. Payment on account.

§5-2 Toys “ A" Us purchases inventory from a variety of suppliers, including Mattel,

Hasbro, and Tonka. Suppose Toys “51” Us buys $150,000 worth of Lego toys on credit

terms of 3/15 n/45. Some of the goods are damaged in shipment, so Toys “A" Us

returns $50,000 (original amount, before any discounts) of the merchandise to Lego.
How mich must Toys “ 5 Us pay Lego

a. After the discount period? b. Within the discount period?

§5-3 Refer to the Toys “ 51 Us situation in Starter 5-2 and journalize the following trans-
actions on the books of Toys " Us. Explanations are not required

(©bi.1)
a. Purchase of the goods on May 6, 20X5
V/ Starter52 AsSETS = LiABILITIES +  Owner's EQuiTy the first
+/ Starter 53 Inventory Accounts Payable
+ Starter 54 =S$100 = —$100 + S0

Sto
3or®

On September 15, Austin Sound purchases $1,000 of merchandise on account, with
terms 2/10, n/30, Austin returns $100 of merchandise for credit on September 20, then
‘makes payment in full on 25. these i

Answer: Three separate journal entries are needed, The purchase entry is

1. Purchase:Sep. 15 Inventory................. 2 1,000
Accounts Payable............. 1,000
Accounts Bayable The second entry records the return of inventory, as follows:
2. Retumn: Sep.20 Accounts Payable. .. . 100
Return 100 | Purchase 1,000 Inventory. ... 100
Bal. 900

VV\/V\/\/\N/

—n
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Quick Check -

a, Inventory
b. Sales revenue

a. Purchase and sl
b. Perpetual and periodic

b

New! Quick Check These new multiple-
choice questions appear at the ends of

-

1. Which aceount does o mechandiner, but not s service company, us”

€« Cost of goods solkd

& Al of the above

The twi main Iventory accounting svstems sre the

. Cashand accrual
d. Returns and allowances

The jotirnal entry: for the purchase of BVentary on awunt is

a Inventory AXX
Avounts Ko bile N

Accounts Payable NRX
Inventory XAX

Inventory NNX

ts Pavable

chapters so you can test your understanding
of material before taking multiple-choice
exams. Answers to Quick Checks appear in
Appendix D at the end of the book

Exercises and Problems Exercises and
Problems give you plenty of practice in solv-

E5-14 Marcia Walker's consulting practice performs systems o
also begun selling accounting software During Jamuary. the business cumpleted these
transactions

sulting Walker has

(Ob] 1,2.4,5)
-

Jan. 2

6

Compieted 3 cvmsulting engagement and reccived cash of $7.200,

Prepaid three months ofticy nent. $1.500
Pitrehasesd accounting solware imsentary on acount, $3.000

Paid employee salary, S1AN)

Jehe aChD
General Ledger Peachtree, QuickBooks

ing accounting dilemmas and checking your

understanding of major concepts in the
chapter.

Problems
(Group A)

P5-1A Lens Masters is o segional chain o1 uptical shops. The
wlvetion of ey

The company has launched a vigorous advertising campatgn t promote two-tor-the

price-ot-one frame sales

Required

Lens Masters expects tu grow rapidly and (o increase its tevel of inventory. As the chiel
acvountant of this company, you wish b install & perpetual inventory system Write s one

he purchase 3 e of eyeglas Use the tolly cading fo)

company offers o largy
s frames, and Lens Masters stores provide while-you-wait service

paragraph business mema 1o the company president 1 explain how that system would

Cases A variety of cases, plus
Team Projects—and Comprehensive

* Case |

Decision Cases

ot thetr college. The company completed the first ye
are generally pleased with operating results, as sho

LT

Net sales revenue

Cust of goods sold 200000
Cinvss margin 1404000
Opwrating e penses

Selling expuns: 10,000,

Lauren Sever and Trey Hagim apened Partv-Time T-Sharts tosell Toshirts for parties
ol pperations, and Sever and Hagins
1 by the tollowing mcome statement

Problems at the ends of groups of chapters—

give you opportunities to practice decision-

making in real business situations. Cases

include Decision Cases, Ethical Issues,

and Financial Statement Cases that use

the Amazon.com annual report at the end
—of the book.

Ethical Issue /

Hunter Glass Company makes all salés undeg

usaally receives orders tor sales appy
costomers For orders neeived

s of FOB shipping point. The com|
fately one week bedore shipping invyg
i December, Donny Hunter, the owner, d

Y o
es when

/

ncome statement (stalement of speratinnst and the b

Financial Statement Case

This case uses both the

o Amazon.com in Appendin A Tt will help you tndinstand the dusing proe@sor s bus)

i

Required

1L Journalize Amazoncom's clostng entries tor the regefues and expenses o 2002

Show all amounts m thousands as i the Amazog#hancial statements. Yo may be
nfamiliar with cortain revenues and expenge but treat each item on the income
For example. Net Sales is the first rey

ue. The last revenue s Cumulative FHect ot

statement as either ¥ fevenue ur an expe;
enue, and Interest Inconwe s also a e

Change i Accounting Panciple@loss is like an expense In your closing entries

(Ob} 4, 6)

\

Comprehensive Problem for Chapters 1-7

Team Project

With asmall team of classmates, visit ane or mare merchandising businesses in vour area
Interview a responsible ofticial of the company to learn about its inventory policies and
accounting system. Obtaim answers to the following questions, wiite a report, and be pre-
panal tomake o presentation to the class it vour instructor so directs

Required

1 What merchandise iventory does the business sell?

2. From whom does the business buy its mventory? s the refationship with the suppher
few or longstanding?

3. What are thee FOB terms on inventory purchases? Who pays the treight, the buyer or
the sefler? Is treight a sigmibicant amount™ What percentage of total smventory cost is
the freight?

4. What are the credit terms on inventory purchases—2/ 10 n /3, or other? Does the

business pay early purchase discounts? T o, why? 1t not, why not?

5. How does the bustness actually

iy s suppliers? Do it mail o chevk or pay elec-

COMPLETING THE ACCOUNTING CYCLE FOR A MERCHANDISING ENTITY—
USING SPECIAL JOURNALS

Digital Meter Company
each month. Digital uses the perpetual inventory system Th
tollowing transactions dunng August

s ity books and prop, the en

temen |

mpany compheted the

Aug 1 dssued check no 682 for August oftice et of $1O0 (Uit Rent
Expense )
2 Iysuvd chock mo. 683 o pav the salary pavable of 1250 from July 4

Issued dnvaee no S0 for sale on acoount 1o R T ] oeb, Solo)
Mgital < cost of this merchandise wos $1W1
13 1/ W from Gt Ine

3 Purchosed inventory on credil terms o 1




For The Instructor

WHAT’S NEW FOR THE SIXTH EDITION?
HORNGREN MAKES IT EASIER TO MOTIVATE STUDENTS TO SUCCEED!

(A complete list of chapter-by-chapter highlights follows this overview)

Text & Assignment Material

® New Amazon.com Annual Report & Financial Statement Analysis
Cases! New copies of the text now include the Amazon.com annual report.
This is linked to many of the chapter-opening vignettes, and end-of-chapter
financial statement analysis cases.

B New Theme: Show More. Say Less. Throughout the text, the authors have
worked hard to tighten and focus the content on core topics in first year
accounting.

® New, more open and student-friendly design includes many new exhibits to
aid in student understanding.

B New Chapter Organization. The chapters on merchandising and inventory
(previously Chapters 5 & 9) are now Chapters 5-6 to enable students to link
these topics more easily.

B New A+Tips at each chapter opening list resources to help students learn key
concepts; reminders appear within the chapter.

® New Quick Check Questions. New multiple-choice exercises at the ends of
chapters enable students to test their understanding before taking multiple-
choice examinations. Answers appear in Appendix D.

B New Starters (previously called “Daily Exercises”) serve as warm-ups/
confidence builders at the beginning of the assignment material. Students
solve these easy, single-concept exercises (many using real companies).
Each problem is referenced to material within the chapter so that if students
need more guidance, they know exactly what to review to complete the
exercise.

B New Excel Application Exercises, now for each chapter in the book, with
spreadsheet solutions.

Grading & Practice

® New Peachtree, QuickBooks, and General Ledger Assignments. Selected
end-of-chapter problems are available on templates for Peachtree, QuickBooks,
and General Ledger software. In addition, instructors may opt to package a
brief introductory manual on the latest release of Peachtree or QuickBooks at no
charge with new texts.

® New Manual and Computerized Practice Sets include optional exercises
using Peachtree and QuickBooks. Package any Practice Set at 50% off with new
texts.
® New Automatic Homework Grading! Prentice Hall’s online homework pro- A,._
gram includes a variety of in-text assignments for students to complete online— online homework
and results feed directly into the grading program. The program includes



algorithm-based problems that enable students to have extensive practice on a
single concept. They reduce cheating because two students sitting next to one
another could see different versions of the problem (the instructor determines
whether the problem is viewed in static or algorithm-based format). Students
get extensive feedback to help them understand where they went wrong.

The New CD

B New Instructor CD-ROMs: This innovative CD-ROM includes all resources
for the text and allows instructors to create custom multi-media lectures in
less than 5 minutes! Access the resources by chapter or keyword (e.g., “LIFO”).

Chapter-by-Chapter Highlights

CHAPTER 1 Accounting and the Business

Environment

B New chapter opener focuses on Amazon.com, the
feature company for this edition.

® Discussion of ethics in accounting features Enron,
WorldCom, and Xerox.

B New illustration of the effects of transactions on bal-
ance sheet and income statement.

CHAPTER 2 Recording Business Transactions
® New chapter opener features Frito-Lay.

B New notations for journal entries clarify the rules of
debit and credit.

® New roadmap shows how accounts, ledgers, jour-
nals, and the trial balance fit together.

CHAPTER 3 The Adjusting Process

® New notations for adjusting entries clarify the rules
of debit and credit.

® New graphic shows the difference between the
accrual basis and the cash basis.

CHAPTER 4 Completing the Accounting Cycle

® New chapter opener features the Chicago Cubs
baseball team.

® New exhibit illustrates the closing process.

B Dell Computer’s balance sheet illustrates the
accounts covered to date.

CHAPTER 5 Merchandising Operations

B New chapter opener features Amazon.com.

® This completely revised chapter begins with pur-
chase of merchandise, then moves to sales, all based
on the perpetual system.
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B Appendix on the periodic system.

CHAPTER & Merchandise Inventory

B New chapter opener features Columbia Sportswear
and the International Balloon Festival.

B New exhibits! One shows the effect of merchandis-
ing on the financial statements; another shows FIFO,
LIFO, and average costing; and others show the rela-
tionship between transactions in a perpetual system
and related journal entries.

B New, streamlined coverage of accounting for inven-
tory in a periodic system.
CHAPTER 7 Accounting Information Systems

B New discussion of Enterprise Resource Planning
(ERP) systems.

B New explanation of the relationship between man-
ual and computerized systems.

CHAPTER 8 Intemal Control and Cash
B Discussion of the Sarbanes-Oxley Act and internal
controls.

B Streamlined discussion of the bank reconciliation.

B New graphics: internal controls for cash receipts and
cash payments.

B New: Enron examples to illustrate ethics in account-
ing.
CHAPTER 9 Receivables

B Simplified examples to illustrate accounting for
uncollectibles.

B New graphics: integration of order entry, shipping,
and billing of receivables.



CHAPTER 10 Plant Assets and Intangible Assets

New chapter opener features airlines and their
assets.

New exhibit: relationship between plant assets and
related expenses.

New graphic: relative-sales-value method.

Streamlined coverage of Depreciation and Income
Taxes.

Simplified coverage of Partial-Year Depreciation.

Updated accounting for goodwill.

CHAPTER 11 Current Liabilities and Payroll

New chapter opener features General Motors, Sony,
and Goodyear.

New graphic: how to allocate interest expense to the
appropriate period.
Streamlined accounting for sales tax payable.

Beefed up—and streamlined—coverage of account-
ing for contingencies.

Simplified payroll illustrations.

Added Form 941, Employer’s Quarterly Federal Tax
Return.

CHAPTER 13 Corporations: Paid-in Capital and the

Balance Sheet

New discussion of closing net income for a corpora-
tion.

Streamlined accounting for income tax by a corpora-
tion.

CHAPTER 14 Retained Eamnings, Treasury Stock, and

the Income Statement

New chapter opener features Coca-Cola, Dell
Computer, and Pier 1 Imports.

New graphic: retained earnings are not cash.

New coverage of stock dividends.

Instructor Resources

Scaled-down treatment of the corporate income
statement.

Simplified treatment of earnings per share.

CHAPTER 15 Long-term Liabilities

Revised chapter opener features Amazon.com.
New roadmap guides students through issuing
bonds payable to borrow money.

Deleted sections on Leases and Pensions.
Panasonic, and Nokia.

Scaled-down coverage of accounting for interna-
tional operations.

CHAPTER 17 The Statement of Cash Flows

New chapter opener features eBay.

Completely revised chapter: Two distinct sections
for the indirect method and the direct method. Each
section features step-by-step preparation of the state-
ment.

Scaled-down level of complexity for both methods—
fewer accounts to analyze.

New graphics: how cash is affected by changes in
the other current accounts.

CHAPTER 18 Financial Statement Analysis

New chapter opener features Bristol-Myers Squibb.

Revised chapter organized around decisions and the
need for financial statement analysis.

New graphics illustrate horizontal analysis and ver-
tical analysis.

Scaled-down financial statements—fewer accounts
to analyze.

Revised discussions of the ratios—shorter para-
graphs, fewer words.

New section on Red Flags in Financial Statement
Analysis.

New section on Analyzing Nonfinancial Data.

Everything you need where you need it. The Prentice Hall Instructor Resource
Center/CD-ROM increases your effectiveness and saves you time and effort.

Harness the power of having all of your resources in one well-organized place.
Because resources should simplify, not overwhelm.
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