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€ Data Table

Beginning inventory

Purchases during year

Quantity  Unit Cost
6,000 $ 6.00
18,000 $ 8.00
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Ontario Garden Supplies uses a perpetual inventory system. Ontario Garden Supplies has these account balances at December 31, 2016, prior to making the year-end adjustments:
B (Click the icon to view the account balances.)

A year ago, the replacement cost of ending inventory was $13,400, which exceeded the cost of $13,000. Ontario Garden Supplies has determined that the replacement cost of the
December 31, 2016, ending inventory is $10,800.

Requirement
1. Prepare Ontario Garden Supplies’ 2016 income statement through gross profit to show how the company would apply the lower-of-cost-or-market rule to its inventories.

Ontario Garden Supplies
Income Statement (partial)
Year Ended December 31, 2016

Gross profit
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Inventory Cost of Goods Sold Sales Revenue
Beg bal 13,000
End bal 13,000 Bal 67,000 Bal 120,000
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Suppose a Plimpton store in Ellington, Missouri, ended September 2016 with 750,000 units of merchandise that cost $9 each. Suppose the store then sold 80,000 units for $840,000
during October. Further, assume the store made two large purchases during October as follows:

Oct 13 35,000 units @ $7.10 = § 248,500
24 40,000 units @ $6.20 = § 248,000

Requirements

1. Calculate the store's gross profit under both FIFO and LIFO at October 31.
2. What caused the FIFO and LIFO gross profit figures to differ?
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Deals Unlimited made total purchases of $315,000 in the most current year. It paid freight in of $2,500 on its purchases. Freight out (the cost to deliver the merchandise to its
customers) totaled $7,500. Of the total purchases, Deals Unlimited returned $24,500 of the merchandise. Deals Unlimited took advantage of $3,100 of purchase discounts offered by its

vendors. What was Deals Unlimited's cost of inventory?

Deals Unlimited's cost of inventory is $ |:| .
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Richmond, Inc.'s inventory records for a particular development program show the following at March 31:
FH (Click the icon to view the accounting records.)

At March 31, 8 of these programs are on hand.

Requirements

1. Journalize the total March purchases in one summary entry, under the perpetual system. All purchases were on credit.

2.  Journalize the total March sales and cost of goods sold in two summary entries, under the perpetual system. The selling price was $560 per unit, and all sales were on credit.
Assume that Richmond, Inc., uses the FIFO inventory method.

3.

Under FIFO, how much gross profit would Richmond, Inc., earn on these transactions? What is the FIFO cost of Richmond, Inc.'s ending inventory?
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€ DataTable

Mar 1 Beginning inventory . . ..
15 Purchase ............

26 Purchase ............

6 units@ $ 165= §
5 units @ 166 =
9 units @ 175 =

990
830
1,575
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Saxton Company's inventory records for the most recent year contain the following data:
B (Click the icon to view the data.)

Saxton Company sold a total of 19,600 units during the year.

Requirements

1. Using the average-cost method, compute the cost of goods sold and ending inventory for the year.
2. Using the FIFO method, compute the cost of goods sold and ending inventory for the year.

3. Using the LIFO method, compute the cost of goods sold and ending inventory for the year.
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