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Paul Kimmel’s
Accounting Course Design 
with WileyPLUS

Paul Kimmel, author of several Wiley courses, teaches at The University 
of Wisconsin—Madison and uses WileyPLUS in a fl ipped classroom 
format. 

Paul sets up his learning path to 
highlight and structure pre-
assignments, post-assignments 
and discussions, adaptive 
assignments, exam practice, and 
quizzing.

A guided learning path enables 
you to control what your students 
see, when they see it, and in what 
order. This makes it very clear for 
students to understand what 
they’re supposed to complete. This 
is especially vital for online classes. 
Having a clear path to learning 
reduces the risk of “losing” 
students, keeping them engaged 
and on track in your course.

Paul assigns post-assignment 
problems supported by Solution 
Walkthrough Videos.

Solution Walkthrough Videos 
provide students with 24/7 
just-in-time homework support and 
enable you to assign more diffi  cult 
homework questions. Longer, 
multi-learning objective 
problems with video support 
help students consolidate their 
understanding.

Paul assigns Interactive Tutorial 
Assignments ahead of pre-lecture 
activities so students come to 
class ready to actively participate. 

Interactive Tutorial 
Assignments provide students 
with self-paced lecture walk-
throughs of each chapter. Broken 
into smaller chunks with 
Knowledge Check questions and 
Do It!s, students must watch the 
videos and respond to associated 
questions correctly or exhaust 
attempts before moving on, 
enhancing the retention of 
information. Trying to solve a 
problem before being taught 
the solution is frustrating but 
improves retention.

Paul uses Adaptive Assignments 
as a capstone activity at the end 
of each week to improve 
retention. 

Adaptive Assignments 
eff ectively close knowledge gaps 
through personalized adaptive 
experiences that provide just-in-
time instruction, immediate 
feedback, and remediation to 
previous learning objectives. To 
improve learning, employ 
dynamic (adaptive) testing 
rather than static testing. 
Without feedback, students 
often overestimate their 
competence and don’t see a 
need to try to improve.

Guided Learning Information Retention Personalized Practice Just-in-Time Homework Help
EXAMPLE: EXAMPLE: EXAMPLE: EXAMPLE:

See how Paul uses four key elements to focus 
his course on developing his students’ success.

with WileyPLUS
Ignite student potential 
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Paul Kimmel’s

Trying to solve a problem before being taught the solution improves retention.

Based on Paul Kimmel’s course with two in-person lectures per week.

EXAMPLE WEEKLY SCHEDULE

SUNDAY Online Complete fi rst pre-assignment.
Due Monday before class.

Students do at least two exercises in class on 
blank sheet (i.e., conditions faced in a test).

Complete second pre-assignment.
Due Wednesday before class.

Students do at least two exercises in class on 
blank sheet.

Complete post-assignment. 
Due Friday night.

Complete adaptive assignment. 
Due Saturday night.

Online

Online

Online

In Class

In Class

MONDAY

TUESDAY

WEDNESDAY

FRIDAY/SATURDAY

THURSDAY/FRIDAY

Testing (active retrieval) doesn’t just measure learning, it strengthens memory.

Spaced “testing” results in greater retention.

Providing feedback strengthens learning more than testing alone.

*Make It Stick; Brown, Roediger, and McDaniel, 2014.

Accounting Course Design with WileyPLUS 

Course Design Suggestions from Make It Stick*

Considerations for a Flipped Classroom

Want to learn more about Paul Kimmel’s course?
Scan this QR code to sign up for a 
WileyPLUS demo
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From the Authors

Dear Student,

Why This Course? Remember your biology course in high school? Did you have one of 
those “invisible man” models (or maybe something more high-tech than that) that gave you 
the opportunity to look “inside” the human body? This accounting course offers something 
similar. To understand a business, you have to understand the financial insides of a business 
organization. An accounting course will help you understand the essential financial compo-
nents of businesses. Whether you are looking at a large multinational company like Apple or 
Starbucks or a single-owner software consulting business or coffee shop, knowing the fun-
damentals of accounting will help you understand what is happening. As an 
employee, a manager, an investor, a business owner, or a director of your own 
personal finances—any of which roles you will have at some point in your 
life—you will make better decisions for having taken this course.

Why This Text? Your instructor has chosen this text for you because of its 
trusted reputation. We have worked hard to provide instructional material 
that is engaging, timely, and accurate.

How to Succeed? We’ve asked many students and many instructors wheth-
er there is 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 learning. The 
more time you spend on the homework assignments—using the various tools that this text 
provides—the more likely you are to learn the essential concepts, techniques, and methods 
of accounting. 

Good luck in this course. We hope you enjoy the experience and that you put to good use 
throughout a lifetime of success the knowledge you obtain in this course. We are sure you 
will not be disappointed.

Paul D. Kimmel
Jerry J. Weygandt

Jill E. Mitchell

“Whether you are looking at a large multina-
tional company like Apple or Starbucks or 
a single-owner software consulting business 
or coffee shop, knowing the fundamentals of 
accounting will help you understand what is 
happening.”
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ix

The authors carefully considered how to thoughtfully and meaningfully integrate data an-
alytics into the accounting course, and are pleased to provide the following data analytics 
resources.

Data Analytics and Decision-Making
The text provides numerous discussions on how decision-makers are increasingly relying on 
data analytics to make decisions using accounting information. 

New to This Edition: Data Analytics

Data Analytics in the Real World
Real-world examples that illustrate engaging situations in companies are provided throughout 
the text. 

Bogdan Glisik/
Shutterstock.com
Bogdan Glisik/ 
Shutterstock.com

Data Analytics Insight  Netflix

Using Data Science to  
Create Art
Technology provides decision-makers and  
problem-solvers with access to a large vol-
ume of information called “big data.” And 
Netflix, the world’s leading subscription 

streaming entertainment service, is tapping into this big data as 
part of its efforts to ramp up its original content production.

In a recent year, Netflix planned to spend $8 billion on 
content creation. Producing content involves a blend of crea-
tivity, technology, and business decisions, all of which result 
in costs. And by analyzing the large amounts of data from 
past productions, such as filming locations and production 

schedules, Netflix can more precisely estimate costs for future 
productions. Further, consider that the production of a TV 
show or film involves hundreds of tasks. Here again, Netflix 
uses data science, in this case to visualize where bottlenecks 
might occur or where opportunities might exist to increase the 
efficiency of the production process.

Source: Ritwik Kumar et. al., “Data Science and the Art of Pro-
ducing Entertainment at Netflix,” The Netflix Tech Blog (March 26, 
2018).

How can “big data” improve decision-making? (Answer 
is available at the end of the chapter.)

Accounting software systems collect vast amounts of data about a company’s economic 
events as well as its suppliers and customers. Business decision-makers take advantage of 
this wealth of data by using data analytics to gain insights and therefore make more in-
formed business decisions.

•  Data analytics involves analyzing data, often employing both software and statis-
tics, to draw inferences.

•  As both data access and analytical software improve, the use of data analytics to 
support decisions is becoming increasingly common at virtually all types of com-
panies.
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x  NEW TO THIS EDITION:  DATA ANALYTICS

Data Analytics in Action
Data Analytics in Action problems provide students with the opportunity to see how to use 
data analytics to help solve realistic business problems. Excel templates for each Data Analyt-
ics in Action problem provide students a framework for solving the problem. Data Analytics in 
Excel videos provide students with step-by-step guidance to perform the Excel skills they need 
to solve these problems.

Data Visualization Homework Assignments
PowerBI and Tableau visualizations accompanied by assignable questions are available 
with most chapters. PowerBI and Tableau visualizations allow students to interpret visualiza-
tions and think critically about data. 

Data Analytics Module
An accounting-specific data analytics module with interactive lessons, case studies, 
and videos is part of the Wiley online course. The module has been prepared using industry-
validated content to help students develop the professional competencies needed for the 
changing workforce.

Data Analytics in Action 6-49

Data Analytics in Action

Using Data Visualization to Analyze Changes over Time
DA6.1 Data visualization can be used to analyze company changes over time.

Example: Recall the Feature Story “Where Is That Spare Bulldozer Blade?” presented in the chapter.
Caterpillar continues to enhance its inventory management by improving its product sustainability in 
two ways. First, it is rebuilding used parts to like-new condition. Second, the company is remanufacturing 
usable inventory parts when customers trade-in or dispose of their used equipment. These actions not only 
reduce inventory costs but also enable Caterpillar to participate in the circular economy, where manufac-
turers take responsibility for their products at the end of the product lives. As noted in its 2019 sustainabil-
ity report, Caterpillar has a goal of 20% growth in both rebuilding and remanufacturing.

Has Caterpillar reached this goal? A line chart can help you visualize the company’s progress 
over time. What information can you obtain by examining the following chart? 

−15
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−5

0
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20

25%

2016 2017 2018 2019

Percentage

Changes

Caterpillar Remanufacturing and Rebuilding Changes

Goal 20% Remanufacturing % change from 2013 Rebuild % change from 2013

Source: Data from “ESG Data Center,” Caterpillar 2019 Sustainability Report.

The chart indicates that while Caterpillar’s goal has remained at 20%, the remanufacturing 
and rebuilding businesses are growing. The biggest increase in the growth of rebuilding occurred 
from 2016 to 2017. There was a decline from 2018 to 2019 in these initiatives as Caterpillar may have 
reached a peak that is leveling off due to new production that is more sustainable. 

For this case, you will look more closely at specific Caterpillar data regarding its end-of-life 
returned materials and the percentage usable for recycling. You will create and analyze a combination 
column and line chart to determine how Caterpillar can increase its gross profit as it relates to these 
end-of-life materials.

Go to Wiley Course Resources for complete case details and instructions.

Using Data Analytics to Compare Companies’ Inventory Turnover
DA6.2 Inventory turnover shows the number of times during the period a firm sells the entire dollar 
amount of its inventory. It is advantageous to turn over inventory more quickly to reduce the risk of 
obsolescence and spoilage. As such, companies often have a goal of increasing inventory turnover. For 
this case, you will use inventory turnover data for Costco, Walmart, Target, and Amazon to create 
and analyze scatter plots, as well as to calculate days’ sales in inventory, to determine which company 
is managing its inventory levels most effectively.

Go to Wiley Course Resources for complete case details and instructions.

Excel

Excel
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xi

Chapter 1: Introduction to Financial Statements
•  NEW discussions of hybrid forms of organization and 

critical audit matters.
•  NEW section on overview of data analytics, including 

Data Analytics Insight box on how Netflix relies on data 
science to streamline production costs on content cre-
ation.

•  NEW DO IT!s on using financial information and compo-
nents of annual reports.

•  NEW chapter appendix on career opportunities in ac-
counting.

•  ADDED Questions, Do It’s, Exercises, and Ethics Case to 
end-of-chapter (EOC) problem material.

Chapter 2: A Further Look at Financial Statements
•  MOVED discussion of free cash flow/using a statement of 

cash flows to Chapter 12.
•  NEW discussion of why receivables are considered more 

liquid than inventory.
•  DELETED partial balance sheet illustrations showing 

classifications for more streamlined presentation.
•  NEW Investor Insight box, on reliability of investor bulle-

tin board postings.
•  UPDATED definitions of materiality and the full disclo-

sure principle per recent FASB actions.
•  NEW illustrations on (1) world view of the standard-set-

ting environment, (2) enhancing qualities of accounting 
information, and (3) summary of the conceptual frame-
work.

•  ADDED Exercises to EOC problem material.

Chapter 3: The Accounting Information System
•  NEW discussion of recent technologies used, such as 

cloud-based storage and data automation tools.
•  NEW DO IT! on accounts, debits, and credits.
•  ADDED Practice Brief Exercise, DO IT!, Exercises, and 

Ethics Case to EOC problem material.

Chapter 4: Accrual Accounting Concepts
•  NEW discussion of recent technologies used, such as the 

use of robotic process automation (RPA) in the closing 
process.

•  NEW illustration of a post-closing trial balance.
•  ADDED Exercises and Problem to EOC problem material.

Chapter 5: Merchandising Operations and the Multiple-
Step Income Statement

•  EXPANDED discussion of FOB shipping/destination for 
improved student understanding.

•  ADDED discussion of new technology, such as use of ar-
tificial intelligence and algorithms, to Data Analytics and 
Credit Sales section.

•  UPDATED People, Planet, and Profit Insight box to focus 
on REI, for greater continuity throughout chapter.

•  MOVED discussion of the comprehensive income state-
ment to Chapter 13.

•  ADDED Exercises, Ethics Case, and Data Analytics in Ac-
tion to EOC problem material.

Chapter 6: Reporting and Analyzing Inventory
•  ADDED separate DO IT’s after each cost flow method dis-

cussion.
•  NEW illustration on the impact on cost flow assumptions 

when costs change.
•  NEW discussion of how companies can use data analytics 

when determining NRV of products.
•  NEW Data Analytics Insight box on value of dashboards.
•  ADDED Exercises, Critical Thinking Case, and Data An-

alytics in Action to EOC problem material.

Chapter 7: Fraud, Internal Control, and Cash
•  UPDATED discussion and illustrations of cash receipts 

controls, to reflect current practices and technology.
•  NEW section on electronic banking.
•  NEW illustration on how to determine outstanding 

checks in a bank reconciliation.
•  ADDED Real-World Focus Case and Data Analytics in 

Action to EOC problem material.

Chapter 8: Reporting and Analyzing Receivables
•  NEW Data Analytics Insight box on how companies are 

making increasingly more sophisticated credit decisions 
using data analytics.

•  NEW illustration on the use of Tableau dashboards to 
provide tracking and analysis of a company’s receivables.

•  ADDED Exercises Data Analytics in Action to EOC prob-
lem material.

New to This Edition:  
Chapter-by-Chapter Changes
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xii   NEW TO THIS EDITION:  CHAPTER-BY-CHA PT ER C HA N GES

•  ADDED discussion on assigning raw materials costs and 
assigning factory labor costs, to improve student under-
standing.

•  UPDATED time ticket discussion for more recent process 
involving scanning of employee identification codes.

•  NEW Data Analytics in Action problems allow students 
to perform basic data analytics and data visualization.

Chapter 16: Process Costing
•  UPDATED production cost report so that the “Cost Rec-

onciliation Schedule” section now includes costs to be 
accounted for, not just costs accounted for.

•  EDITED discussion throughout to ensure complete stu-
dent understanding. For example, in the “Transfer to 
Next Department” section, have added explanation of 
what department transfers entail.

Chapter 17: Activity-Based Costing
•  NEW data analytics discussion added to section of identi-

fying cost drivers.
•  NEW Data Analytics Insight box on how companies such 

as GE and UPS use data analytics to help reduce non– 
value-added activities.

•  NEW section (“Assigning Nonmanufacturing Overhead 
Costs”) and income statement presentations, to help high-
light differences between traditional costing and activity- 
based costing.

Chapter 18: Cost-Volume-Profit
•  NEW discussion on CVP and the use of data analytics, 

using DHL Express as an example.
•  NEW expanded highlighted equations, to show more  

detailed calculations for improved understanding.
•  NEW expanded explanation of what CVP analysis is.
•  NEW illustration and discussion on how a GAAP income 

statement differs from a CVP income statement.
•  NEW discussion on the variable cost ratio.
•  UPDATED Service Company Insight box to feature more re-

cent information on the business of music promotion (and  
using Drake as an example instead of the Rolling Stones) 
and computing the break-even point.

•  ENHANCED EOC assignments by offering students more 
opportunities to prepare CVP income statements, as well 
as a new problem on regression analysis.

•  NEW Data Analytics in Action problems allow students 
to perform basic data analytics and data visualization.

Chapter 19: �Cost-Volume-Profit Analysis: Additional Issues
•  NEW Data Analytics Insight box on how Caesars Enter-

tainment uses data analytics to determine how to maxi-
mize profits from its customers.

•  NEW Data Analytics in Action problems allow students 
to perform basic data analytics and data visualization.

Chapter 20: Incremental Analysis
•  HIGHLIGHTED the decision rules, as well as additional 

factors to consider, for incremental analysis decisions.

Chapter 9: Reporting and Analyzing Long-Lived Assets
•  UPDATED People, Planet, and Profit Insight box to now 

focus on Nike’s sustainability report.
•  ADDED Exercises, Critical Thinking Case, and Data An-

alytics in Action to EOC problem material.

Chapter 10: Reporting and Analyzing Liabilities
•  NEW Investor Insight box on how Ford issued bonds to 

raise cash for operations and new products.
•  ADDED Tesla as comparative company in analyzing the 

liquidity and solvency of General Motors.
•  ADDED Critical Thinking Case to EOC problem material.

Chapter 11: Reporting and Analyzing Stockholders’ Equity
•  UPDATED People, Planet, and Profit Insight box to high-

light latest information on corporate social responsibility 
proposals.

•  ADDED new discussion of liquidating dividends.
•  NEW Investor Insight box on stock dividends.
•  ADDED Exercises, Critical Thinking Case, and Data An-

alytics in Action to EOC problem material.

Chapter 12: Statement of Cash Flows
•  ADDED Data Analytics in Action to EOC problem material.

Chapter 13: Financial Analysis: The Big Picture
•  NEW presentation of discontinued operations on the in-

come statement (previously on the statement of compre-
hensive income) as well as discussion and format of the 
statement of comprehensive income. 

•  ADDED Critical Thinking Case to EOC problem material.

Chapter 14: Managerial Accounting
•  NEW section on the value of data analytics in helping 

managers understand the relationship between CVP vari-
ables and business trends.

•  NEW Data Analytics Insight box on how Disney uses its 
MagicBands as a source of data to analyze the behavior 
of its customers.

•  EXPANDED discussion within “Manufacturing Costs” sec-
tion to ensure student understanding of raw materials versus 
direct materials as well as what is considered to be manufac-
turing overhead. Also updated Illustration 1.4 (assignment 
of costs to cost categories) to include an explanation for each 
cost classification, again to ensure student understanding.

•  MOVED UP discussion of balance sheet (before income 
statement) in “Manufacturing Costs in Financial State-
ments” section for more logical presentation of topics.

•  UPDATED each “Managerial Accounting Today” section 
subtopic for the latest information on service industries, 
lean manufacturing, balanced scorecard, ethics, and so-
cial responsibility.

•  NEW Data Analytics in Action problems allow students 
to perform basic data analytics and data visualization.

Chapter 15: Job Order Costing
•  NEW Data Analytics Insight box on how Autodesk uses 

data analytics to improve its software and profitability.
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New to This Edition in Your Wiley Course

Lecture Videos
Lecture Videos, narrated by an accounting instructor for every section in the text, talk through the PowerPoint slides, 
including embedded application videos where applicable, providing support for online courses, flipped classrooms, and 
student study and review.

Interactive Tutorial Assignments 
Interactive Tutorial Assignments provide students a guided walkthrough and review of the chapter content and topics, 
including Chapter Overview Videos, Lecture Videos for each learning objective, and selected Real World Videos. Interac-
tive Knowledge Check and Do It! questions in the assignments check student understanding and knowledge acquisition. 
In applicable questions, values change algorithmically, to support student practice and integrity. The Interactive Tutorial 
Assignments are available to students as practice, and may be separately customized and assigned by instructors. 

Animations 
Short, animated videos engage students and simplify major concepts in the text, making the concepts easier to understand. 
They offer an alternative approach to understanding the written material. 

Brief Exercise Solution Walkthrough Videos 
Additional Solution Walkthrough Videos developed for this edition, now also including selected Brief Exercises, continue 
to build scaffolding for student understanding and 24/7 problem-solving support.

Chapter 21: Pricing
•  NEW Data Analytics Insight box on how Big Data 

Pricing helps customers use data analytics to improve  
dynamic pricing practices.

•  NEW Data Analytics in Action problem allows students 
to perform basic data analytics and data visualization.

Chapter 22: Budgetary Planning
•  NEW Data Analytics Insight box on how Dickey’s Bar-

becue Pit uses data analytics to improve restaurant sales 
performance.

•  NEW Data Analytics in Action problem allows students 
to perform basic data analytics and data visualization.

Chapter 23: �Budgetary Control and Responsibility 
Accounting

•  NEW Data Analytics Insight boxes on rolling forecasts 
and zero-based budgeting.

•  UPDATED section on “Judgmental Factors in ROI” with 
“Alternative Measures of ROI Inputs” for more precise 
discussion and improved student understanding.

•  NEW Data Analytics in Action problems allow students 
to perform basic data analytics and data visualization.

Chapter 24: Standard Costs and Balanced Scorecard
•  NEW Data Analytics Insight box on how manufacturing 

companies are using technology such as 5G cellular to 
improve the amount and speed of data collection to im-
prove operations. 

•  NEW highlighted applications of determining standard 
costs in “A Case Study” section, for improved student un-
derstanding.

•  NEW Data Analytics in Action problem allows students 
to perform basic data analytics and data visualization.

Chapter 25: Planning for Capital Investments
•  NEW Data Analytics Insight box on how Electronic Arts 

uses data from its current online video games to help it 
develop future products. 

•  IMPROVED illustration showing computation of cash pay-
back period by including detailed steps and computations.

•  NEW Management Insight box on 5G and how it presents 
a risky investment to telecom companies.

•  NEW Data Analytics in Action problems allow students 
to perform basic data analytics and data visualization.

Appendix F: Time Value of Money (previously 
Appendix G)

•  NEW discussion of using Excel function to solve time val-
ue of money problems.

Appendix G: Reporting and Analyzing Investments 
(previously Appendix H)

•  NEW DO IT!s added to appendix discussion as well as 
EOC problem material.

•  NEW Review and Practice section includes multiple- 
choice questions followed by annotated solutions, prac-
tice brief exercises with solutions, practice exercises with 
solutions, and a practice problem with solution.
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xiv

Proven Pedagogical Features

When you think of accounting, you probably don’t think of athletics. So why do we have a 
photo of bicycles on our cover? It’s because this image represents active learning that’s best 
accomplished through full engagement, commitment, and practice. 

In this new edition, all content has been carefully reviewed and revised to ensure 
maximum student understanding. At the same time, the time-tested features that have 
proven to be of most help to students have been retained, such as the following.

Infographic Learning
Over half of the text is visual, providing students alternative ways of learning about accounting.

Real-World Decision-Making
Real-world examples, which illustrate engaging situations in companies, are provided
throughout the text. Answers to the critical thinking questions posed to readers within the 
real-world examples are now available at the end of each chapter.

People, Planet, and Profit Insight 

Got Junk?
Do you have an old computer or two in 
your garage? How about an old TV 
that needs replacing? Many people do. 
Approximately 163,000 computers and 
televisions become obsolete each day. 
Yet, in a recent year, only 11% of com-
puters were recycled. 

It is estimated that 75% of all 
computers ever sold are sitting in storage somewhere, waiting 

to be disposed of. Each of these old TVs and computers is loaded 
with lead, cadmium, mercury, and other toxic chemicals. If you 
have one of these electronic gadgets, you have a responsibility, and 
a probable cost, for disposing of it. Companies have the same prob-
lem, but their discarded materials may include lead paint, asbes-
tos, and other toxic chemicals.

What accounting issue might this cause for companies? 
(Answer is available at the end of the chapter.)

© Nathan Gleave/
iStockphoto
njgphoto/Getty Images

Cost of goods sold = $700 + $800 = $1,500
Ending inventory = $750

$750

$800+$700

Sold Sold

Transaction
Date Inventory Price

In Stock

06-01-2025 Sold $700
Sold06-01-2025 $800

$750

 ILLUSTRATION 6.4  Specific identification method

Kimmel_FM.indd   14 9/20/21   9:26 PM

Download Complete eBook By email at discountsmtb@hotmail.com



DO IT! Exercises
DO IT! Exercises in the body of the text prompt students to stop and review key concepts. They 
outline the Action Plan necessary to complete the exercise as well as show a detailed solution.

Decision Tools
Accounting concepts that are useful for management decision-making are highlighted 
throughout the text. A summary of Decision Tools is included in each chapter as well as a 
practice exercise and solution called Using the Decision Tools.

P ROV EN  PEDAG OG ICAL FEATU RES   xv

6-10 CHAPTER 6  Reporting and Analyzing Inventory

Under FIFO, since it is assumed that the first goods purchased were the first goods 
sold, ending inventory is based on the costs of the most recent units purchased (see Help-
ful Hint). Under FIFO, companies determine the cost of the ending inventory by 
taking the unit cost of the most recent purchase and working backward until all 
units of inventory have been costed. 

• In Step 1, Houston Electronics accounts for the 450 units of ending inventory using the 
most recent costs. The last purchase was 400 units at $13 on November 27. The remain-
ing 50 units use the unit cost of the second most recent purchase, $12, on August 24. 

• In Step 2, Houston Electronics calculates cost of goods sold by subtracting the cost of the 
units not sold (ending inventory) from the cost of all goods available for sale.

Illustration 6.7 demonstrates that Houston can also calculate the cost of the 550 units sold by 
using the costs of the first 550 units acquired. 

• Note that of the 300 units purchased on August 24, only 250 units are assumed sold.
• This agrees with our calculation of the cost of ending inventory, where 50 of these units 

were assumed unsold and thus included in ending inventory.

HELPFUL HINT

Another way of thinking 
about the calculation of 
FIFO ending inventory is 
the LISH assumption—last 
in still here.

Date Units Unit Cost Total Cost
Jan.  1 100 $10 $1,000
Apr. 15 200  11  2,200
Aug. 24 250  12  3,000
  Total 550 $6,200

 ILLUSTRATION 6.7 
Proof of cost of goods sold—
FIFO method

DO IT! 2a  Cost Flow Methods—FIFO Method
The accounting records of Shumway Ag Implements show the following data.

Beginning inventory 4,000 units at $3
Purchases 6,000 units at $4
Sales 7,000 units at $12

Determine the cost of goods sold during the period under a periodic inventory system using the 
FIFO method.

ACTION PLAN

• Understand the 
periodic inventory 
system.

• Allocate costs 
between goods sold 
and goods on hand 
(ending inventory) for 
the FIFO method.

• Compute cost of goods 
sold for the FIFO 
method.

Solution

Cost of goods available for sale = (4,000 × $3) + (6,000 × $4) = $36,000

Ending inventory = 10,000 – 7,000 = 3,000 units

Cost of goods sold FIFO: $36,000 – (3,000 × $4) = $24,000

Related exercise material: BE6.3, BE6.4, BE6.5, BE6.6, DO IT! 6.2, E6.5, E.6.6, E6.7, and E6.8.

Last-In, First-Out (LIFO)
The last-in, first-out (LIFO) method assumes that the latest goods purchased are the first 
to be sold.

• LIFO seldom coincides with the actual physical flow of inventory. (Exceptions include 
goods stored in piles, such as coal or hay, where goods are removed from the top of the 
pile as they are sold.) However, the actual physical flow does not dictate that a company 
must chose FIFO or LIFO.

• Under the LIFO method, the costs of the latest goods purchased are the first to be recog-
nized in determining cost of goods sold. 

Illustration 6.8 shows the allocation of the cost of goods available for sale at Houston 
Electronics under LIFO.
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USING THE  DECISION TOOLS   Eastman Chemical

Eastman Chemical is a global specialty materials company that produces a broad range of prod-
ucts found in items people use every day. Eastman employs approximately 14,500 people around 
the world and serves customers in more than 100 countries. The company is headquartered in 
Kingsport, Tennessee. Here is the inventory note taken from recent financial statements.

Eastman Chemical Company
Notes to the Financial Statements

Inventories: The components of inventories are summarized as follows:

(in millions)
Inventories—gross:
Raw materials $   576
Work in process 220
Finished goods 1,114

Total inventories—at FIFO or average cost 1,910
Less: LIFO reserve 248

Inventories—net (as reported on balance sheet) $1,662

Eastman determines the cost of most raw materials, work in process, and finished goods 
inventories in the United States and Switzerland by the LIFO method. The cost of all other inven-
tories is determined by the average-cost method, which approximates the FIFO method.

Additional facts (amounts in millions):

Current liabilities $1,789
Current assets (as reported) 3,321
Cost of goods sold 7,039
Beginning inventory 1,583

Instructions 
Answer the following questions.

 a. Why does the company report its inventory in three components?

 b.  Why might the company use three methods (LIFO, FIFO and average-cost) to account for its 
inventory?

 c. Perform each of the following.

1. Calculate the inventory turnover and days in inventory using the LIFO inventory.

2.  Calculate the current ratio using LIFO and the current ratio using FIFO. Discuss the 
difference.

Solution
 a.  Eastern Chemical is a manufacturer, so it purchases raw materials and makes them into 

finished products. At the end of each period, it has some goods that have been started but are 
not yet complete (work in process).

By reporting all three components of inventory, a company reveals important informa-
tion about its inventory position. For example, if amounts of raw materials have increased sig-
nificantly compared to the previous year, we might assume the company is planning to step 
up production. On the other hand, if levels of finished goods have increased relative to last 
year and raw materials have declined, we might conclude that sales are slowing down—that 
the company has too much inventory on hand and is cutting back production.

 b.  Companies are free to choose different cost flow assumptions for different types of inventory. 
A company might choose to use FIFO for a product that is expected to decrease in price over 
time. One common reason for choosing a method other than LIFO is that many foreign coun-
tries do not allow LIFO; thus, the company cannot use LIFO for its foreign operations.
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 c. 1. times

   Days in =      365      = 365 = 84.9 days
   inventory  Inventory turnover 4.3

 2. Current ratio
   LIFO FIFO

  Current assets = $3,321 = 1.86:1 $3,321 + $248 = 1.99:1
  Current liabilities    $1,789   $1,789
 This represents a 7% increase in the current ratio [(1.99 − 1.86) ÷ 1.86].

Cost of goods sold
Average inventory

$7,039
($1,583 + $1,662) ÷ 2

 Inventory turnover = = = 4.3

LEA RNING OBJECTIVE * 4
Apply the inventory cost flow methods to perpetual inventory records.

What inventory cost flow methods can companies employ if they use a perpetual inven-
tory system? Simple—they can use any of the inventory cost flow methods described in the 
chapter. To illustrate the application of the three assumed cost flow methods (FIFO, LIFO, and 
average-cost), we will use the data shown in Illustration 6A.1 and in this chapter for  Houston 
Electronics’ Astro condensers.

Appendix 6A   Inventory Cost Flow Methods in Perpetual 
Inventory Systems

Houston Electronics
Astro Condensers

Date Explanation Units
Unit 
Cost

Total 
Cost

Balance 
in Units

1/1 Beginning inventory 100 $10 $ 1,000 100
4/15 Purchases 200  11 2,200 300
8/24 Purchases 300  12 3,600 600
9/10 Sale 550  50

11/27 Purchases 400  13   5,200 450
$12,000

 ILLUSTRATION 6A.1 
Inventoriable units and costs

First-In, First-Out (FIFO)
Under perpetual FIFO, the company charges to cost of goods sold the cost of the earliest goods 
on hand prior to each sale. Therefore, the cost of goods sold on September 10 consists of the 
units on hand January 1 and the units purchased April 15 and August 24. Illustration 6A.2 
shows the inventory under a FIFO method perpetual system.
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USING THE DECISION TOOLS   Eastman Chemical

Eastman Chemical is a global specialty materials company that produces a broad range of prod-
ucts found in items people use every day. Eastman employs approximately 14,500 people around 
the world and serves customers in more than 100 countries. The company is headquartered in 
Kingsport, Tennessee. Here is the inventory note taken from recent financial statements.

Eastman Chemical Company
Notes to the Financial Statements

Inventories: The components of inventories are summarized as follows:

(in millions)
Inventories—gross:
Raw materials $   576
Work in process 220
Finished goods 1,114

Total inventories—at FIFO or average cost 1,910
Less: LIFO reserve 248

Inventories—net (as reported on balance sheet) $1,662

Eastman determines the cost of most raw materials, work in process, and finished goods 
inventories in the United States and Switzerland by the LIFO method. The cost of all other inven-
tories is determined by the average-cost method, which approximates the FIFO method.

Additional facts (amounts in millions):

Current liabilities $1,789
Current assets (as reported) 3,321
Cost of goods sold 7,039
Beginning inventory 1,583

Instructions 
Answer the following questions.

 a. Why does the company report its inventory in three components?

 b.  Why might the company use three methods (LIFO, FIFO and average-cost) to account for its 
inventory?

 c. Perform each of the following.

1. Calculate the inventory turnover and days in inventory using the LIFO inventory.

2.  Calculate the current ratio using LIFO and the current ratio using FIFO. Discuss the 
difference.

Solution
 a.  Eastern Chemical is a manufacturer, so it purchases raw materials and makes them into 

finished products. At the end of each period, it has some goods that have been started but are 
not yet complete (work in process).

By reporting all three components of inventory, a company reveals important informa-
tion about its inventory position. For example, if amounts of raw materials have increased sig-
nificantly compared to the previous year, we might assume the company is planning to step 
up production. On the other hand, if levels of finished goods have increased relative to last 
year and raw materials have declined, we might conclude that sales are slowing down—that 
the company has too much inventory on hand and is cutting back production.

 b.  Companies are free to choose different cost flow assumptions for different types of inventory. 
A company might choose to use FIFO for a product that is expected to decrease in price over 
time. One common reason for choosing a method other than LIFO is that many foreign coun-
tries do not allow LIFO; thus, the company cannot use LIFO for its foreign operations.
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xvi   PROVEN PEDAGOGICAL FEATURES

Review and Practice
Each chapter concludes with a Review and Practice section which includes a review of learn-
ing objectives, Decision Tools review, key terms glossary, practice multiple-choice questions 
with annotated solutions, practice brief exercises with solutions, practice exercises with solu-
tions, and a practice problem with a solution.
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7. c. In periods of rising prices, LIFO will produce lower net income 
than FIFO, not (a) higher than FIFO or (b) the same as FIFO. Choice 
(d) is incorrect because in periods of rising prices, LIFO will produce 
lower net income than average-cost. LIFO charges the highest inven-
tory cost against revenues in a period of rising prices.

8. b. Cost of goods available for sale consists of beginning inventory 
and cost of goods purchased, not (a) ending inventory or (c) cost of 
goods sold. Therefore, choice (d) is also incorrect.

9. d. Perpetual vs. periodic inventory system is not one of the factors 
that affect the selection of an inventory costing method. The other 
choices are incorrect because (a) tax effects, (b) balance sheet effects, 
and (c) income statement effects all affect the selection of an inven-
tory costing method.

10. a. Conservatism means that the best choice among accounting 
alternatives is the method that is least likely to overstate assets and 
net income. The other choices are incorrect because (b) historical cost 
means that companies value assets at the original cost, (c) materiality 
means that an amount is large enough to affect a decision-maker, and 
(d) economic entity means to keep the company’s transactions sepa-
rate from the transactions of other entities.

11. d. Decreasing the amount of inventory on hand will cause the 
denominator to decrease, causing inventory turnover to increase. 
Increasing sales will cause the numerator of the ratio to increase 
(higher sales means higher COGS), thus causing inventory turno-
ver to increase even more. The other choices are incorrect because 
(a) increasing the amount of inventory on hand causes the denom-
inator of the ratio to increase while the numerator stays the same, 
causing inventory turnover to decrease; (b) keeping the amount of 
inventory on hand constant but increasing sales will cause inventory 
turnover to increase because the numerator of the ratio will increase 
(higher sales means higher COGS) while the denominator stays the 
same, which will result in a lesser inventory turnover increase than 
decreasing amount of inventory on hand and increasing sales; and 
(c) keeping the amount of inventory on hand constant but decreasing 
sales will cause inventory turnover to decrease because the numerator 

of the ratio will decrease (lower sales means lower COGS) while the 
denominator stays the same.

12. b. Carlos’s days in inventory = 365/Inventory turnover = 365/
[$285,000/($80,000 + $110,000)/2)] = 121.7 days, not (a) 73 days, (c) 
102.5 days, or (d) 84.5 days.

13. d. Under the LCNRV basis, net realizable value is defined as the 
estimated selling price in the normal course of business, less esti-
mated costs to complete and sell. Therefore, ending inventory would 
be valued at 200 widgets × $80 each = $16,000, not (a) $91,000, (b) 
$80,000, or (c) $18,200.

14. a. The LIFO reserve is the difference in ending inventory value 
under LIFO and FIFO. The other choices are therefore incorrect.

*15. d. FIFO cost of goods sold is the same under both a periodic and 
a perpetual inventory system. The other choices are incorrect because 
(a) LIFO cost of goods sold is not the same under a periodic and a 
perpetual inventory system; (b) average costs are based on a moving 
average of unit costs, not an average of unit costs; and (c) a new aver-
age is computed under the average-cost method after each purchase, 
not sale.

*16. b. Because ending inventory is too low, cost of goods sold will be 
too high (overstated) and since cost of goods sold (an expense) is too 
high, net income will be too low (understated). Therefore, the other 
choices are incorrect.

*17. b. Stockholders’ equity is overstated by $15,000 at December 
31, 2024, and is properly stated at December 31, 2025. An ending 
inventory error in one period will have an equal and opposite effect 
on cost of goods sold and net income in the next period; after two 
years, the errors have offset each other. The other choices are incor-
rect because stockholders’ equity (a) is properly stated, not under-
stated, at December 31, 2025; (c) is overstated, not understated, 
by $15,000 at December 31, 2024, and is properly stated, not 
understated, at December 31, 2025; and (d) is properly stated at 
December 31, 2025, not overstated.

Practice Brief Exercises

1. (LO 1) Fylus Company took a physical inventory on December 31 and determined that goods 
costing $180,000 were on hand. Not included in the physical count were $18,000 of goods purchased 
from Rake Corporation, FOB destination, and $27,000 of goods sold to Shovel Company for $40,000, 
FOB destination. Both the Rake purchase and the Shovel sale were in transit year-end. What amount 
should Fylus report as its December 31 inventory?

Determine ending inventory amount.

2. (LO 2) In its first month of operations, Moncada Company made three purchases of merchandise 
in the following sequence: (1) 200 units at $7, (2) 300 units at $8, and (3) 150 units at $9. Assuming 
there are 220 units on hand, compute the cost of the ending inventory under the (a) FIFO method and 
(b) LIFO method. Moncada use a periodic inventory system.

Compute ending inventory using FIFO 
and LIFO.

Solution
1. Physical inventory $180,000

Add: Goods sold to Shovel 27,000

Fylus ending inventory $207,000

The $18,000 of goods purchased from Rake are excluded from ending inventory because the terms 
are FOB destination which means Fylus takes title at the time the goods are received. Goods sold to 
Shovel FOB destination means that the goods are still Fylus’s until delivered.

6-28 CHAPTER  6  Reporting and Analyzing Inventory

Veronique Unique Inc.
Condensed Income Statements

 2024 2025

 Incorrect Correct Incorrect Correct

Sales revenue  $80,000  $80,000  $90,000  $90,000
Beginning inventory $20,000  $20,000  $12,000  $15,000
Cost of goods purchased 40,000  40,000  68,000  68,000

Cost of goods available for sale 60,000  60,000  80,000  83,000
Ending inventory 12,000  15,000  23,000  23,000

Cost of goods sold  48,000  45,000  57,000  60,000

Gross profit  32,000  35,000  33,000  30,000
Operating expenses  10,000  10,000  20,000  20,000

Net income  $22,000  $25,000  $13,000  $10,000

 $(3,000) $3,000
 Net income  Net income 
 understated overstated

The errors cancel. Thus, the combined total 
income for the 2-year period is correct.

  ILLUSTRATION 6B.3   Effects of inventory errors on two years’ income statements

Balance Sheet Effects
Companies can determine the effect of ending inventory errors on the balance sheet by using 
the basic accounting equation: Assets = Liabilities + Stockholders’ Equity. Errors in the end-
ing inventory have the effects shown in Illustration 6B.4.

The effect of an error in ending inventory on the subsequent period was shown in Illus-
tration 6B.3. Note that if the error is not corrected, the combined total net income for the two 
periods would be correct. Thus, total stockholders’ equity reported on the balance sheet at the 
end of 2025 will also be correct.

 Ending 
 Inventory Error Assets Liabilities Stockholders’ Equity

 Overstated Overstated No effect Overstated
 Understated Understated No effect Understated

  ILLUSTRATION 6B.4   

Effects of ending inventory 
errors on balance sheet

Review and Practice

Learning Objectives Review

1 Discuss how to classify and determine inventory. 

Merchandisers need only one inventory classification, merchandise 
inventory, to describe the different items that make up total inven-
tory. Manufacturers, on the other hand, usually classify inventory into 
three categories: finished goods, work in process, and raw materials. 
To determine inventory quantities, companies (1) take a physical 
inventory of goods on hand and (2) determine the ownership of goods 
in transit or on consignment.

2 Apply inventory cost flow methods and discuss their 
financial effects. 

The primary basis of accounting for inventories is cost. Cost includes 
all expenditures necessary to acquire goods and place them in a con-
dition ready for sale. Cost of goods available for sale includes (a) cost 
of beginning inventory and (b) cost of goods purchased. The inven-
tory cost flow methods are specific identification and three assumed 
cost flow methods—FIFO, LIFO, and average-cost.
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Engaging Digital Tools

Digital study tools in Wiley’s online course include the following.

Lecture Videos 
Lecture Videos, narrated by an accounting instructor for every section in the text, talk through 
the PowerPoint slides, including embedded application videos where applicable, providing 
support for online courses, flipped classrooms, and student study and review. 

Interactive Tutorial Assignments
Interactive Tutorial Assignments provide students with guided instruction of the chapter con-
tent and topics, including Chapter Overview Videos, Lecture Videos for each learning objective, 
and selected Real World Videos. Knowledge Check questions in the assignments check student 
understanding and knowledge acquisition. The Interactive Tutorial Assignments are available to 
students as practice, and may be separately customized and assigned by instructors.
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xvii i   ENGAGING DIGITAL TOOLS

Real-World Company Videos
Real-world company videos feature both small businesses and larger companies to help  
students apply content and see how business owners apply concepts from the text in the real  
world. Many of the videos have associated questions available to be assigned.

Source: YouTube.
Source: YouTube.

Animations 
Short, animated videos engage students and simplify major concepts in the text, making the 
concepts easier to understand. They offer an alternative approach to understanding the writ-
ten material.
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I J

fx

AutoSave

Sheet1

Actual direct labor hours
Actual overhead
Overhead applied
Total overhead variance

Nature of variance

Standard hours allowed for work done
Predetermined overhead rate

Manufacturing overhead costs incurred $ 118,000
21,000
20,600

$         6.00

In October, Pine Company was determining its overhead
variance. Its predetermined overhead rate is based on 
direct labor hours. The following

Compute the amount of the total overhead variance and 
designate if the variance is favorable or unfavorable using
Excel’s IF function.

Required: Provide input into cells shaded in yellow in this
template. Use cell references to the Problem area with 
mathematical formulas in the input cells. In the last input 
field, input an IF function with cell references to your work area.

A B F G HD EC
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16

Function: IF; Formula: Subtract, Multiply; Cell Referencing 

Brief Exercise - Using Excel to Determine Variances Student Work Area
PROBLEM

Answer Field
15.4% of your score.
Formula: Multiply; Cell reference.
Use a mathematical formula and
cell referencing to the Problem area
to determine the overhead applied.

Gradable Excel Questions
Gradable Excel questions for each chapter provide students an opportunity to practice Excel 
skills in the context of solving accounting problems.

Solution Walkthrough Videos
Solution Walkthrough Videos are available as question assistance and to help students devel-
op problem-solving techniques. These videos walk students through solutions step-by-step 
and are based on the most regularly assigned exercises and problems in the text.

Source: YouTube.Source: YouTube.
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Data Visualization Homework Assignments
PowerBI and Tableau visualizations accompanied by questions are available with most 
chapters. PowerBI and Tableau visualizations allow students to interpret visualizations and 
think critically about data.

Other Learning Opportunities
Other learning opportunities in Wiley’s online course include the following.

•  Accounting-Specific Data Analytics Module offers interactive lessons, case studies, 
and videos. The module has been prepared using industry-validated content to help 
students develop the professional competencies needed for the changing workforce.

•  Cookie Creations is a continuing case that spans across the financial accounting chapters 
and offers students the opportunity to see how a small business might use financial account-
ing to operate effectively.

•  Waterways Corporation is a continuing case that spans across the managerial account-
ing chapters and offers students the opportunity to see how a small business might use 
managerial accounting to operate effectively.

•  Wiley Accounting Updates (wileyaccountingupdates.com) provide faculty and stu-
dents with weekly curated news articles and suggested discussion questions.

•  Flashcards and Crossword Puzzles help students study and master basic vocabulary 
and concepts.

•  Student Practice quickly and effectively assesses student understanding of the material 
they have just covered.

•  Adaptive Assignments encourage students to persist so that they can succeed in this 
course and beyond. By continuously adapting to each student’s needs and providing 
achievable goals with just-in-time instruction, Adaptive Assignments close knowledge 
gaps to accelerate learning. 

xx  ENGAGING DIGITAL TOOLS
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