PRINCIPLES OF ACCOUNTING I 		 1

PRINCIPLES OF ACCOUNTING I 		 5








Principles of Accounting I
Student’s Name
Institutional Affiliation


Principles of Accounting I
[bookmark: _GoBack]Part I
In this case, I would give Natalie the best advice concerning the business and what could work significantly to improve both the performance of the proposed business idea and to increase its marginal benefits. Below is the answers that I would provide to her. 
Would you consider these mixers to be inventory, or should these mixers be classified as supplies or equipment?
It must be understood that the mixers are resold at a higher price to make profit. For this reason, the mixers should be considered as inventories and not supplies or equipment. In case of supplies, there should be no increase in price of the mixer to benefit the supplier, if the Natalie wishes to supply the mixers at the same price that she bought, we could classify that as supplies. Now that she wants to make profit through buying at $575 and increasing the price to $1150, then the mixers should be treated like inventories. 
Which inventory tracking system should Natalie use: perpetual or periodic? 
From definition, periodic inventory system depends on occasional physical count to account for the aggregate measure of inventory. On the other hand, perpetual inventory follows inventory balance continuously and updating automatically when a transaction takes place. Natalie’s case is best situated for perpetual inventory system because the computation can be made and updated anytime whenever she sells or buys a mixture. Her case does not require frequent counting because determination of total cost of goods sold can be made whenever a transaction occurs. 
Which system do you think is better: perpetual or periodic?
In terms of frequency of record keeping, perpetual inventory is preferred because it involves high recording than periodic inventory system. It is not easy to tell which is better than the other, but periodic system is best situated for small firms while perpetual for the firms with mass inlets and outlets. 
Which system would you recommend for the type of inventory that Natalie wants to sell? 
Natalie’s business opportunity is that one of sale of mixers, she is estimating to sell one in a month meaning that her firm is small scale. Because the size of Natalie’s business, the best inventory system is periodic inventory system. 
How often does Natalie need to count inventory if she maintains it using the perpetual system? 
Perpetual system requires that inventories are counted at the end of every year despite how many products have been sold or the frequency of selling. So, incase Natalie maintains her business using perpetual system, she should count inventory after every one year. 
 In contrast, does she need to count inventory at all?  
As a matter of facts, she needs inventory but not perpetual inventory system. Her business is not that big and therefore does not need to close her business accounts at the end of every month to make inventory count. The best system for her is periodic inventory system. 
Provide your responses to the questions in a Word document. Use the unit lesson, required unit resources, and suggested unit resources to formulate your response.
Part II
For Part II of the assignment, you will calculate the following items: · ending inventory, cost of goods sold, gross profit, and gross profit rate under each of the following methods: last-in, first-out (LIFO); first-in, first-out (FIFO); and average cost.
TRANSACTIONS.
Opening balance 3 mixers worth $1725 (each $675)
Buys 2 mixes = 1200 (600 each)
Sells 1 mixer = 1150
Paid the supplier = 600
Buys one mixer = $618
Sells 2 mixers = $2300
Paid Kzinski = $(600 + 618) = $1218
Buys 2 mixers = $1224 (612 each)
Sells 3 mixers = $3450
Paid the supplier = $612*3 = $1836
Buys 3 mixers = 1875 (each $625)
Sells one mixer = $1150

Last-In, First-Out (LIFO)
Cost of goods available for sale = $(1725+1200-600-618-600+1224-612-612-675+1875-625)
=$1682
Cost of goods sold = $(1200+1218+1224+675+626
=$4943
Total sales = $(1150+2300+3450+1150= $8050
Gross profit =$8050-$4943
                      =$3,107

Gross profit rate = gross profit/ total sales
                              =3107/8050
                               =38.597%
First-In, First-Out (FIFO)
Cost of goods available for sale
Cost of mixers sold = $(675+675+675+600+600+618+612) = $4,455
 Total =$(1725+1200+618+1224+1875) = $6,642
Cost of goods available for sale = $6,642 - $4,455
				= $2187
Cost of goods sold
= $(675+675+675+600+600+618+612)
 = $4,455
Gross profit 
Total sales = $(1150+2300+3450+1150= $8050
Gross profit = $8050 - $4,455
                       = $3,595
Gross profit rate = gross profit/ total sales
                              =$3,595/$8050
                              = 44.66%
Average cost= ($4,455+$4943)/2
                       = $4,699
