CHAPTER SIX 
Assigning Costs to Merchandize	Name  							
CHAPTER SIX 
Assigning Costs to Merchandize	Name  							
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Concept Self-check continued
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Concept Self-check continued
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1. FIFO
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



2. Weighted average 
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



Weighted average calculations:
	

	


CP 6–2
1. FIFO
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	




a. January 5 sale
	
	GENERAL JOURNAL
	
	
	Page		

	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





CP 6–2 continued
b. January 16 sale
	
	GENERAL JOURNAL
	
	
	Page		

	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


c. Ending inventory calculations
	

	

	


2. Weighted average 
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	






CP 6–2 continued
Weighted average calculations:
	

	

	


a. January 5 sale
	
	GENERAL JOURNAL
	
	
	Page		

	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


b. January 16 sale
	
	GENERAL JOURNAL
	
	
	Page		

	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





CP 6–2 continued
c. Ending inventory
	

	

	

	

	

	


CP 6–3
1. a. FIFO
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	




CP 6–3 continued
b. Specific identification
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	






CP 6–3 continued
c. Weighted average
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



Weighted average calculations:
	

	

	

	


CP 6–3 continued
2. 
	
	
	
FIFO
	
	Spec.
ident.
	
	
Wtd. avg.

	Sales
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	

	Gross profit
	
	
	
	
	
	


3. 
	[bookmark: _Toc350163665][bookmark: _Toc350166413][bookmark: _Toc350169532]

	

	

	

	

	

	

	

	

	

	

	

	



CP 6–4
        	Matches actual flow of goods with actual flow of costs in all cases
        	Matches old costs with new sales prices
        	Results in the lowest net income in periods of falling prices
        	Does not assume any particular flow of goods
         	Best suited for situations in which inventory consists of perishable goods
        	Values inventory at approximate replacement cost


CP 6–5

	
	2017 Statements
	2018 Statements

	

Errors
	
Open. invent.
	
End. invent.
	2017 Total assets
	2017
Net income
	
Open. invent.
	
End. invent.
	2018 Total assets
	2018
Net income

	1.	Goods purchased in 2017 were included in December 31 inventory, but the transaction was not recorded until early 2018.
	
	




	




	




	




	




	




	





	2.	Goods purchased in 2018 were included in December 31, 2017 inventory, and the transaction was recorded in 2017.
	



	



	



	



	



	



	



	




	3.	Goods were purchased in 2017 and the transaction recorded in that year; however, the goods were not included in the December 31 inventory as they should have been.
	




	




	




	




	




	




	




	





	4.	Goods purchased in 2017 were excluded from December 31 inventory, and the transaction was recorded early in 2018.
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CP 6–6
1. a. 	
	

	

	

	

	

	

	

	

	

	


b. 
	

	

	

	

	

	

	

	


2. 
	

	

	

	

	

	

	

	





CP 6–7
1. LCNRV on a unit–by–unit basis:
	

	

	

	

	

	

	

	


2. LCNRV on a group inventory basis:
	

	

	

	

	

	

	

	


Conclusion:
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CP 6–8
1. 
	
	$
	$
	
	%

	Sales
	
	
	
	

	Cost of goods sold
	
	
	
	

		Opening inventory
	
	
	
	

		Purchases
	
	
	
	

		Cost of goods available
	
	
	
	

		Ending inventory
	
	
	
	

	Cost of goods sold
	
	
	
	

	Gross profit
	
	
	
	


 (a) Gross profit  calculation	
	

	

	

	


 (b) Cost of goods sold calculation
	

	

	

	


 (c) Estimated ending inventory  calculation
	

	

	

	


2. 	
	

	

	

	

	



CP 6–9
1.

	
	At retail
	
	At cost
	

	Sales
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	

		Transportation-in
	
	
	
	
	
	
	
	

		Cost of cost of goods available
	
	
	
	
	
	
	
	

		Less: Ending inventory
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	

	Gross Profit
	
	
	
	
	
	
	
	


2.
	

	

	

	


CP 6–10
	
	At retail
	
	At cost
	

	Sales
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	

		Transportation-in
	
	
	
	
	
	
	
	

		Cost of cost of goods available
	
	
	
	
	
	
	
	

		Less: Ending inventory
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	

	Gross Profit
	
	
	
	
	
	
	
	





CP 6–11
	
	
	 1
	
	 2
	
	3
	
	 4

	Opening inventory
	
	
	
	
	
	
	
	

	Purchases
	
	
	
	
	
	
	
	

	(Ending inventory)
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	


CP 6–12

	
	
	FIFO
	
	Spec. ident.
	
	Wtd. Avg.

	Sales
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	
	

		Cost of goods available
	
	
	
	
	
	
	
	
	

		Less: Ending inv.
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	

	Gross profit
	
	
	
	
	
	
	
	
	


Calculations
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	


CP 6–13
1. Specific identification ending Inventory
	

	

	

	

	

	


2. FIFO ending inventory
	

	

	

	

	

	


3. Weighted average ending inventory
	

	

	

	

	

	

	

	

	


4. Specific identification cost of goods sold
	

	

	

	

	

	

	

	


CP 6–13 continued
5.	
	

	

	

	

	

	

	

	

	


6. Weighted average cost of goods sold
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CP 6–14
1. a. FIFO ending inventory 
	

	

	

	

	


b. Specific identification ending inventory
	

	

	

	

	

	

	


c. Weighted average 
	

	

	

	

	

	


2. 
	
	
	FIFO
	
	Spec. ident.
	
	Wtd. Avg.

	Sales
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	
	

		Cost of goods available
	
	
	
	
	
	
	
	
	

		Less: Ending inv.
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	

	Gross profit
	
	
	
	
	
	
	
	
	


[bookmark: _Toc350163670][bookmark: _Toc350166418][bookmark: _Toc350169537]P 6–1
1. COGS calculation
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



2. 
	

	

	

	

	

	

	

	


3. 
	

	

	

	

	

	

	

	


P 6–2
1. a. FIFO
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



The journal entry would be
	
	GENERAL JOURNAL
	
	
	Page		

	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



P 6–2 continued
b. Weighted average
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



Weighted average calculations
	

	

	

	

	

	

	

	





P 6–2 continued
The journal entry would be
	
	GENERAL JOURNAL
	
	
	Page		

	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



2. 
	
	
FIFO
	
	Wtd.
avg.

	Sales 
	
	
	

	COGS
	
	
	

	Gross profit
	
	
	


Weighted average calculations
	

	

	

	

	

	


Observation
	

	

	

	

	

	

	

	


P 6–2 continued
3.
	

	

	

	

	

	


P 6–3
1. 
	Product A

	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



Weighted average calculations
	

	

	

	

	

	

	


P 6–3 continued
2.
	Product B

	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



Weighted average calculations
	

	

	

	

	


3. Total ending inventory at December 31, 2018:
	Product A		
	Product B		
	Total		
4.
	

	

	

	


P 6–4
1. a. FIFO
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	






P 6–4 continued
1. b. Specific identification
	
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	






P 6–4 continued
1. c. Weighted Average
	[bookmark: _Toc350163671][bookmark: _Toc350166419][bookmark: _Toc350169538]
	Purchased
	Sold
	Balance in Inventory

	
Date
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$
	
Units
	Unit Cost
	Total 
$

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	
	
	



Weighted average calculations
	

	

	

	

	

	

	

	




P 6–4 continued
2.	FIFO journal entries
	
	GENERAL JOURNAL
	
	
	Page		

	Date
	
Description
	
Folio
	
Debit
	
Credit

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	





P 6–4 continued
3.	
	
	
	
FIFO
	
	Spec.
ident.
	
	Wtd. Avg.

	COGS
	
	
	
	
	
	

	Ending inventory
	
	
	
	
	
	

	Total
	
	
	
	
	
	


Observation
	

	

	

	


P 6–5
1.
	

	

	

	

	

	

	

	


2.
	

	

	

	

	

	

	

	

	





P 6–6
	
Item
	
	
Cost
	
	
Market
	
	Unit
LCNRV
	
	Group
LCNRV

	A
	
	
	
	
	
	
	
	

	B
	
	
	
	
	
	
	
	

	C
	
	
	
	
	
	
	
	

	D
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


Conclusion
	

	

	

	


P 6–7
1.	
	
	
	2018
	
	2019

	

Item
	
	

Cost
	
	Net realizable
value
	
	
Unit basis (LCNRV)
	
	

Cost
	
	Nets realizable value
	
	
Unit basis (LCNRV)

	 Product X
	
	
	
	
	
	
	
	
	
	
	
	

	  Product Y
	
	
	
	
	
	
	
	
	
	
	
	

	Product Z
	
	
	
	
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	
	
	
	
	


Calculations
	

	

	

	

	

	

	


P 6–7 continued
2.	2018
	

	
	Unit basis 
(LCNRV)
	
	Group basis (LCNRV)
	
	
Cost basis

	Sales
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	
	

		Cost of goods available
	
	
	
	
	
	
	
	
	

		Less: Ending inv.
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	

	Gross profit
	
	
	
	
	
	
	
	
	


3.	2019
	

	
	Unit basis 
(LCNRV)
	
	Group basis (LCNRV)
	
	
Cost basis

	Sales
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	
	

		Cost of goods available
	
	
	
	
	
	
	
	
	

		Less: Ending inv.
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	

	Gross profit
	
	
	
	
	
	
	
	
	


4.	
	

	

	


5.	
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P 6–8
1.
	Sales
	
	
	

	Less: Sales returns
	
	
	

		Net sales
	
	
	

	Cost of goods sold:
	
	
	

		Opening inventory
	
	
	

		Purchases
	
	
	

		Less: Purchase returns
	
	
	

		Transportation – in
	
	
	

		Cost of goods available
	
	
	

		Less: Ending inventory
	
	
	

	Cost of goods sold
	
	
	

	Gross profit
	
	
	


[bookmark: _Toc350163677][bookmark: _Toc350166425][bookmark: _Toc350169544]Calculations
	

	

	

	

	

	



2.
		

	

	

	

	

	

	

	

	

	

	


P 6–9
1.	Retail inventory method
	Sales
	
	At retail
	
	At cost, should be

	Less: Sales returns
	
	
	
	
	
	
	
	

		Net sales
	
	
	
	
	
	
	
	

	Cost of goods sold:
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	

		Less: Purchase returns
	
	
	
	
	
	
	
	

		Transportation – in
	
	
	
	
	
	
	
	

		Cost of goods available
	
	
	
	
	
	
	
	

		Less: Ending inventory
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	

	Gross profit
	
	
	
	
	
	
	
	


Calculations
		

	

	

	

	

	


2.
	

	

	

	


3.
	

	

	

	



P 6–9 continued
4.
	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	




P 6–10
a.	Specific identification
	
	2018
	
	2019
	
	2020

	Sales
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	

		Opening inventory
	
	
	
	
	

		Purchases
	
	
	
	
	

		(Ending inventory)
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	

	Gross profit/net income
	
	
	
	
	


b.	FIFO
	
	2018
	
	2019
	
	2020

	Sales
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	

		Opening inventory
	
	
	
	
	

		Purchases
	
	
	
	
	

		(Ending inventory)
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	

	Gross profit/net income
	
	
	
	
	


c.	Weighted average
	
	2018
	
	2019
	
	2020

	Sales
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	

		Opening inventory
	
	
	
	
	

		Purchases
	
	
	
	
	

		(Ending inventory)
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	

	Gross profit/net income
	
	
	
	
	





P 6–11
1. 	
	
	
	
Units
	
	
FIFO
	
	Spec. ident.
	
	Weighted
average

	Opening inventory
	
	
	
	
	
	
	
	

	Purchases
	
	
	
	
	
	
	
	

	Cost of goods available
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	  2. 
	
	
	
	
	
	
	
	

	FIFO
	=
	
	
	
	
	
	
	

	Specific identification
	=
	
	
	
	
	
	
	

	Weighted average
	
	
	
	
	
	
	
	


Calculations
		

	

	

	


3.
	
	
	
Units
	
	
FIFO
	
	Spec. ident.
	
	Weighted
average

	Cost of goods available
	
	
	
	
	
	
	
	

	(Ending inventory)
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	


Calculations
		

	

	

	



P 6–11 continued
4. Observations based on response 3 above:
		

	

	


5. 	
		

	

	

	


P 6–12
1. 	
	

	

	


2. 	
	

	

	


3. 	
	
	
	FIFO
	
	Weighted average

	Sales
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	

		Cost of goods available
	
	
	
	
	
	
	
	

		Less: Ending inventory
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	

	Gross profit
	
	
	
	
	
	
	
	


P 6–12 continued
Observation
		

	

	

	


4. 
		

	

	

	

		

	

	

	

		

	

	

	




P 6–13
1. Total purchases
	Jan.
Mar.
May
Jul.
Sept.
Dec.
	7
30
10
4
2
14
	
	  8,000 units @ $12.00
  9,000 units @ $12.40 
12,000 units @ $12.00 
16,000 units @ $12.60 
  6,000 units @ $12.80 
  7,000 units @ $12.70 
	
	96,000
111,600
144,000
201,600
76,800
88,900

	  Total
	
	
	
	
	


Items remaining in ending inventory:
	
	
	FIFO

	Date
	
	Quantity
	
	Unit cost
	
	Total cost

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	



	
	
	Specific identification

	Date
	
	Quantity
	
	Unit cost
	
	Total cost

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	





P 6–13 continued
Weighted average calculations:
	
	
	Weighted average

	Date
	
	Quantity
	
	Unit cost
	
	Total cost

	Jan. 1
	
	
	
	
	
	

	Jan. 7
	
	
	
	
	
	

	Mar. 30
	
	
	
	
	
	

	May 10
	
	
	
	
	
	

	July 4
	
	
	
	
	
	

	Sept. 2
	
	
	
	
	
	

	Dec. 14
	
	
	
	
	
	

	Totals
	
	
	
	
	
	


Per-unit weighted average, and total cost in ending inventory:
	

	


2.Based on the above calculations as appropriate, the gross profit would be:
	
	
	FIFO
	
	Specific Ident.
	
	Weighted average

	Sales
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	
	
	
	

		Opening inventory
	
	
	
	
	
	
	
	
	
	
	
	

		Purchases
	
	
	
	
	
	
	
	
	
	
	
	

		Cost of goods available
	
	
	
	
	
	
	
	
	
	
	
	

		Less: Ending inventory
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	
	
	
	
	
	
	
	
	

	Gross profit
	
	
	
	
	
	
	
	
	
	
	
	


3. Observations
		

	

	

	


P 6–14
1.  to  3.
	
	
	Rising prices
	
	Falling prices

	
	
	
FIFO
	
	Wtd.
avg.
	
	
FIFO
	
	Wtd.
avg.

	Sales
Cost of goods sold
Opening inventory
Purchases
	
	

$1,000
6,000
	
	$5,000



	
	
	
	$5,000



	
	
	
	$5,000



	
	
	
	$5,000




	Cost of goods avail.
Ending inventory
	
	7,000
3,000
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of goods sold
	
	
	
	4,000
	
	
	
	
	
	
	
	
	
	
	
	

	Gross profit
	
	
	
	$1,000
	
	
	
	$         
	
	
	
	$         
	
	
	
	$         

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Calculations
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