Inventory Methods
SE3: 

	Aug. 1
	Inventory
	80 units @ $10 per unit
	$800

	8
	Purchase
	100 units @ $11 per unit
	1,100

	22
	Purchase
	70 units @ $12 per unit
	840

	Good available for sale
	250 units
	$2,740

	Aug. 15
	Sale
	90 units
	

	28
	Sale
	50
	

	Inventory Aug. 31
	
	110 units
	


SE4: Using the data in SE3, calculate the cost of the ending inventory and cost of goods sold according to the average cost method under the periodic inventory system.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


SE5: Using the data in SE3, calculate the cost of the ending inventory and cost of goods sold according to the FIFO method under the periodic inventory system.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


SE6: Using the data in SE3, calculate the cost of the ending inventory and cost of goods sold according to the LIFO method under the periodic inventory system.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


SE7: Using the data in SE3, calculate the cost of the ending inventory and cost of goods sold according to the average-cost method under the perpetual inventory system.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


SE8: Using the data in SE3, calculate the cost of the ending inventory and cost of goods sold according to the FIFO method under the perpetual inventory system.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


SE9: Using the data in SE3, calculate the cost of the ending inventory and cost of goods sold according to the LIFO method under the perpetual inventory system.

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


SE10: Prepare a table with seven columns that shows the ending inventory and cost of goods sold for each of the results from your calculations in SE3 through SE9. Comment on the results, including the effects of the different prices at which the merchandise was purchased. Which method(s) would result in the lowest income taxes?

	
	Periodic Inventory System
	Perpetual Inventory System

	
	Specific

Identification

Method
	Average-

Cost

Method
	First-In,

First-Out

Method
	Last-In,

First-Out

Method
	Average-

Cost

Method
	First-In,

First-Out-

Method
	Last-In,

First-Out

Method

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


SE11: The following schedule is bases on a physical inventory and replacement costs for one product line of men’s shirts:
	Item
	Quantity
	Cost per Unit
	Market per unit

	Short sleeve
	280
	24
	20

	Long sleeve
	190
	28
	29

	Extra-long sleeve
	80
	34
	35


Determine the value of this category of inventory of inventory at the lower of cost of market using (1) the item-by-item method and (2) the major category method.
