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Unit 3: Module 3 - M3 Assignment 2 Discussion

Assignment 2: Discussion—Ethical lssues

Review the Ethical Issue: Dobbs Wholesale Antiques in chapter 5 (Page 317). By
Saturday, March 7, 2015, address the following in your initial post:

1. Under Dobbs FOB policy, when should the company record a sale?
2. Do you approve or disapprove of Dobbs's manner of deciding when to ship
goods to customers and record the sales revenue? If you approve, give your

reason. If you disapprove, identify a better way to decide when to ship goods.

Is there an accounting rule against Dobbs's practice?

By the end of the week, provide substantive responses to at least two other
students' initial posts.
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Hildebrand and Nordhaus are considering how to expand the business. They each propose a

WY o merease profits w $100.000 doring 2017,

a Hildebrand helieves they should advertise more heavily. He belicves additional adverris-
g costing $20,000 will ncrease net sales by 30% and leave general expense unchanged,

b Nordhaus proposes selling highermargin rerchandise, such as party dresses, An
amporter can supply @ minimum of 1,900 deesses for $ each; Partve-Tire can mark
these dresses up 100% and sell them for 50, sordhaus realives they will have to adver-
tise the new merchandise, and this advertising will cost 5,000, Party-Tirae can expuct o
sclt only 80% of these dresses during the venning vear,

1. Help Hildebrand and Nordhaus determing which plan ro pursue. Preparc a single-step
ncome statement for 2012 ro show e expected net income under each plan.

Dabbs Wholesale Antiques makes all sales under rerms of FOB shipping point. The company
wiratly receives orders for sales approximately one week before shipping IVERLOTY [0 CHAEGRILErS,
For orders reovived lare in December, Ka thy Dobbs, the owrer, decides when o ship the g
If profies are already ar an acceptable tevel, Dobbs delavs shipment wnrit Javware ¥ profiss for

the current vear are lagging hehind expectations, Dobbs ships the goods during Decomber,

seds,

L Under Dobbs FOB policy, when should the company record 3 sale?

2. Do you approve or disapprove of Dobbs® manner of deciding when to ship goods to cus-
tomers and record the sales revenue? If vou approve, give vour reason. i you d Bapprove,

i v a berer way to decide when o ship goods, (There s no accounting rule against

Dobbs’ practice.

This case uses both the ncome statement {Statament of operations? and the halance
sheet of Amazon.com in Appendis A at the end of the hook., Tt will help vou nnder-
stand the closing process of 3 bustness.

Merchandising Opsrations
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1. Journalize Amazon.com’s closing enerics for the revenues and cxpenses of 2007, Show all
amounts in millions as n the Amazon financial staroments. You mas be unfamiliar with
certain revenues and expensis, bar trear each item on che income statement as either 2 rev-
wrac or an sxpense. For example, Net sakes is the first revenve, and Tnterest mcome is abse
arevenue, The last revenue is Cumnlative Effeer of € ‘hange in Accounting Principle. A oss
is like an expense. In your dosing entries igrore all subtotals such as Gross Profir, Total
Operating Expenses, and Ner Loss.
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Chapter 3

With a small team of classmates, visit one or more merchandising bustinesses i vour area.
Inteeview a responsibile official of the vompany to karn abowt ity inventors palicies and
acconmring system, Obtain answers ro the following questions, write report, and he prepared
wr make a presentation o the class i your insteactor so directs.

1, Whae merchandise invesitory does the business sell?

2. From whom does the business buy its inventory
or longstarding?

3. What are the FOB torms on inventory purchases? Who pass the freight, the buver or the
sefler? Is froighe a significant amount? Whar peruentage of toral inventory cosrt is the freighe?

3

P Is the reladonship with the supplier new

4. Wharare the credit rerms on inveotor * puecha B nd3 or arther? DBoes the husiness
pay early to get purchase disconnes? If so, why? If nos, why nog?
How docs the business acroally pay it supplices? Daes it mail a cheek or pay vlecrroni-
saily? What is rhe acraal paymient procedure?

& Which tvpe of InveRtory accounting system does the business use—perpenal or periodic?
Is chis svstem compurerized?

7. How often dovs the busitess take 2 physical counr of its nventory? When during the vear
is the count raken? Describe the count procedures followed by the company.

8. Dovs the manage
uate the business?

use the gross profic percentage and the rare of inventory turnever o v
I not, show the manager how to use these ratios in decision makng,

9. Ask any other questions vour group considers appropriare,
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For online homework, exercises, and problems that provide you immediate
feedback, pl visit www.my inglab.com,




