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CHAPTER 7 – ACCOUNTING FOR INVENTORIES

7.1 For the retail inventory method 

(a) Mark ups and mark downs are recorded √
(b) There is no relationship between cost and selling prices

(c) A physical stocktake can support this method

(d) The cost price of the sales is not needed

7.2 The purchases cost $10000 and the only mark up is 69%, to convert to the selling price. Sales amounted to $24000. How much is the cost of goods sold?

(a) $14000

(b) $15560

(c) $16560 √
(d) $18560

7.3 Which method of stock recording results in a higher value of closing inventories when prices are rising?

(a) First in first out √
(b) Last in first out

(c) Standard costs

(d) Average costs

7.4 Perpetual inventory store records are maintained for a number of reasons.  Which one is not one of the reasons?

(a) Control over inventories

(b) Control over store expenses √
(c) To determine the cost of goods sold

(d) To ascertain gains or losses at the end of the period

7.5  An item of stock is maintained at average cost. The opening balance is 180 units at a total of $540. There is one issue for 150 units and then one purchase of 200 units for $646. The closing average unit cost is 

(a) $ 3.00

(b) $ 3.10

(c) $ 3.20 √
(d) $ 3.30

7.6  An item of stock is maintained using the  F.I.F.O. method. The opening balance is 180 units at a total of $540. There is one purchase of 200 units for $646 and then one issue of 210 units. The total value of the closing stock is to the nearest dollar is: 

(a) $ 510

(b) $ 549 √
(c)  $ 581

(d)  $ 613
7.7 The L.I.F.O. method cannot be used for recording inventories. Is this because it is

(a) Too complicated

(b) Not acceptable to the Australian Tax Office √
(c) The opposite of F.I.F.O

(d)  None of these

7.8 The perpetual inventory method of accounting for inventories allows for

(a) Losses and surpluses to be identified

(b) Profits or losses to be calculated regularly

(c) Slow moving stocks to be highlighted

(d) All of these √
7.9  The selling price for inventories is recorded in the

(a)  Inventories account

(b)  Cost of goods sold account

(c)  Sales account √
(d)  Stock losses account

7.10 Stock cards for each store item, should contain:

(a) Minimum and maximum number to be held

(b) The point at which stock needs to be reordered

(c) The location of the inventory line

(d)  All of these √
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