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Solutions (All Answers are in Millions)
1. Assume that the Company charged $7 million as bad debt expense. Compute the number of bad debts written off in 2010.
Bad debt expenses = $ 7
              Allowance for doubtful accounts = 17.8 – 15.8 = $ 2
                             $ 7 + $ 2= $ 9
                   Bad debts written off in 2010 = $ 9 
2. The Amount of cash collected from customers during the year ended May 30th, 2010
Current yr. credit sales= 14796.5
Bad debt expenses = $ 7
                  (14796.5+7)= $ 14803.5 
 Less Receivables: from customers ($1,057.4 - $971.2) = $ 86.2
Therefore; ($ 14803.5 - $ 86.2) 
              Cash collected from customers = $ 14717.3
3. What cost flow assumption(s) for inventories does General Mills use?
                    General Mills uses average cost flow assumption.
4. Suppose that General Mills had in all periods used FIFO as their cost flow assumption for all their inventories. What would have been General Mills’ book value of inventories at the end of the fiscal year 2010 under this alternative cost flow assumption?
Total inventories = $ 1,344.0
Excess of FIFO or weighted- average cost over LIFO cost (2010) =$ 142.3
Therefore; General Mills’ book value of inventories = Total inventories + Excess of FIFO or weighted- average cost over LIFO cost (2010)
i.e.  (1344+142.3) =$ 1486.
              General Mills’ book value of inventories =$ 1486
       5.    What is the amount of inventory purchased in the fiscal year 2010?
Inventory purchases in 2010= Beginning inventory + Purchases - Cost of sales = Ending inventory
Therefore; Inventory Purchases = Ending Inventory + Cost of sales - Beginning Inventory 
ie.1344 + 8922.9 - 1346.8 
                Inventory purchases in 2010 = $ 8920.1
6.  If General Mills had used FIFO as a cost flow assumption for all of their inventories, recalculate the value of COGS on a FIFO basis. 
COGS = Beginning Inventory + Purchases during the period – Ending Inventory
Beginning Inventory = $958.3
Purchases during the period = $ 8920.1
Ending Inventory = $908.3 
Therefore; $958.3 + $ 8920.1+ $908.3 
                    COGS = $ 8,970.1
Consider the ledger accounts prepared below
The Ledger Accounts
	
	Ledger accounts
	
	
	
	

	
	Accounts receivables
	
	
	
	

	5/31/2009
	Beginning balance
	$ 971.2
	
	
	

	
	[bookmark: _GoBack]Current yr. credit sales ($ 14796.5 + $ 7)
	$ 14803.5
	
	Cash collected (plug-in fig.)
	$ 14717.3

	
	
	
	5/31/2010
	Ending balance
	$ 1057.4

	
	
	
	
	
	

	
	Allowance for Doubtful accounts
	
	
	
	

	
	
	
	
	
	

	
	Bad debts are written off(Plug-in-fig.)
	$ 9
	5/31/2009
	Beginning balance
	$ 17.8

	5/31/2010
	Ending balance
	$ 15.8
	
	Current yr. Bad debts
	$ 7

	
	
	
	
	
	

	
	
	
	
	
	



