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ADM 1340 Q Quiz No. 2 (Winter 2014)
NAME:   	

STUDENT #:  	




Instructions:

[bookmark: _GoBack]1. This quiz is 45 minutes in length.


2. This is a close-book, close-notes exam.


3. A calculator is allowed.


4. Please write or print neatly.







Statement of Academic Integrity 
The School of Management does not condone academic fraud, an act by a student that may result in a false academic evaluation of that student or of another student. Without limiting the generality of this definition, academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind, use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the contrary appears on the exam, to have in his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or any other communication device which has not been previously authorized in writing. 
 
Statement to be signed by the student: 
 
I have read the text on academic integrity and I pledge not to have committed or attempted to commit academic fraud in this 
examination. 
 
Signed:  	 
 
Note: an examination copy or booklet without that signed statement will not be graded and will receive a final exam grade of 
zero. 

Question 1 (8 points)


Fast Co. started its operations on December 20, 2013. Fast Co. purchases inventory on account from multiple suppliers but makes only cash sales. The company is happy to have appropriate technology to keep a perpetual record of its inventory. On December 31, 2013, the company had an ending inventory of 30 units at a unit price of $13. Management has decided to use FIFO costing of inventory. The following information relates to the month of January 2014 for Fast Co.:


Date		Description		Units	Unit Price
Jan. 2		Purchase		120	$14
Jan. 7		Sale			140	  18
Jan. 9		Purchase		110	  11
Jan. 10		Purchase return	                 10         11
Jan. 25		Sale			  50	  15

Required:
(a) Prepare all journal entries for the month of January for Fast Co.
(b) Determine the ending inventory amount for Fast Co. as at January 31, 2014.
(c) Fast Co’s management finds out that the net realizable value of each product is $14. What will be the ending inventory amount for Fast Co. at January 31, 2014 after this finding?










ANSWER.
(a) Journal Entries: 
Jan. 2	Merchandise Inventory				1680		(1 mark)
			Accounts Payable (120 X $14)			1680

Jan. 7	Cash						2520		           (1 mark)
			Sales Revenue (140 X 18)			2520
		Cost of Goods Sold 				1930
			Merchandise Inventory (30 X 13)+(110 X 14)	1930

Jan. 9	Merchandise Inventory (110 X 11)		1210		            (1 mark)
			Accounts Payable				1210

Jan. 10	Accounts Payable (10 X 11)			110		          (1 mark)
			Merchandise Inventory				110

Jan. 25	Cash (50 X 15)					750		(1 mark)
			Sales Revenue					750
		Cost of Goods Sold (10 X 14)+(40 X 11)		580
			Merchandise Inventory				580

(b) Ending Inventory January 31, 2014
All 60 units belong to purchase of Jan. 9: 60 X $11 = $660		                    (2 marks)

(c) Ending Inventory January 31, 2014
Cost = $660
NRV = 60 X $14 = $840

Lower of cost and NRV = $660						        (1 mark)




Question 2 (10 points)


		Rapid Inc. uses a perpetual inventory system and had the following activity for a single inventory item:

			Units	Unit Cost	Total Cost
	May 1, inventory	140	$2.50	$350
	Purchases:
		May  5	200	3.50	700
		May 10	140	4.50	630
		May 15	160	5.50	880
	Sales:
		May 11	250
		May 19	150

Required:
Using the perpetual system, determine the ending inventory and cost of goods sold under:
(a)	FIFO
(b)	Moving average (round unit cost to nearest cent)









Solution 

(a) FIFO: 	May 11 sale 	= (140 × $2.50 + 110 × $3.50) 
		= 350 + 385 = $735                        (1 mark)
              	May 19 sale 	= (90 × $3.50 + 60 × $4.50)
		= (315 + 270) = $585                      (1 mark)
	Total cost of sales = $735 + $585 = $1,320       (1 mark)
  
	Ending inventory: 160 × $5.50 + 80 × $4.50 = $1,240  (1 mark)
		or $2,560 – $1,320 = $1,240


(b) Moving average: 
	May 11 sale average cost 	= (140 × $2.50 + 200 × $3.50 + 140 × $4.50) ÷ 480 
		= $3.50 per unit   (1 mark)
	Cost of sale = 250 × $3.50 = $875  (1 mark)
   	May 15 sale average cost 	= (230 × $3.50 + 160 × $5.50) ÷ 390 
		= $4.32 per unit  (1 mark)
	Cost of sale = 150 × $4.32 = $648  (1 mark)
	Total cost of goods sold 	= $875 + $648 = $1,523  (1 mark)
 
	Ending Inventory: 	240 × $4.32 = $1,037 (1 mark)
		or $2,560 – $1,523 = $1,037
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