Bus 223F – Accounting Periods & Methods
Introductory Exercise

Use your current knowledge (before doing any 223F reading) to complete this chart by indicating the GAAP and tax return treatment of each item. Bring it with you to the first class.
	Transaction
	GAAP
	Tax

	Method of accounting for consulting firm with $15 million in revenues


	
	

	Landlord collects 6 months rent in advance



	
	

	Business owes $10,000 rent each month but hasn’t paid for the past 15 months.


	
	

	Taxpayer purchases $40,000 of inventory.


	
	

	Taxpayer purchases $10,000 of supplies for its office operations.

	
	

	Taxpayer hires shareholder’s brother to provide plumbing services. Work is performed in 2014 but plumber is not paid until June 2015.
	
	

	Customer earns trade discount of $10,000 in 12/14 but doesn’t receive it until 10/15.

	
	

	Taxpayer sells $50,000 prepaid software maintenance contract covering 5 years on first day of tax year.

	
	

	Owner of apartment building purchases 40 new refrigerators for 40 of the apartments; cost is $1,100 each.
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