1.

An entity had the following account balances in the pre-closing trial balance:

The entity had net purchases for the period of
A. $340,000
B. $346,000
C. $370,000
D. $376,000
2.

A physical inventory count showed an entity had inventory costing $1,000,000 on hand at December 31, Year
1. Excluded from this amount were the following:
Goods costing $82,000, shipped to a customer free on board (FOB) shipping point on December 28,
Year 1. They were expected to be received by the customer on January 4, Year 2.
Goods costing $122,000, shipped to a customer free on board (FOB) destination December 30, Year
1.
They were expected to be received by the customer on January 5, Year 2.
Compute the correct ending inventory to be reported on the shipper’s statement of financial position at
December 31, Year 1.
A. $1,000,000
B. $1,082,000
C. $1,122,000
D. $1,204,000
3.

The following selected data from statements of financial position on December 31, Year 1, and December 31,
Year 2, are presented below:

Cost of goods sold in Year 2 was
A. $147,000
B. $160,000
C. $167,000
D. $180,000

4.

The following information is available for an entity for the quarter ended March 31, of the current year:
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The gross profit margin is normally 20% of sales. What is the estimated cost of the merchandise inventory at March
31, of the current year?
A. $20,000
B. $40,000
C. $60,000
D. $180,000
5.

If certain goods owned by an entity were not recorded as a purchase and were not counted in ending inventory,
in error, then
A. Cost of goods sold for the period will be understated.
B. Cost of goods sold for the period will be overstated.
C. Net income for the period will be understated.
D. There will be no effect on cost of goods sold or profit for the period.

6.

What is the cost of ending inventory given the following factors?

A. $45,000
B. $50,000
7.

A company’s inventory is overstated at December 31 of this year. The result will be
A. Understated income this year.
B. Understated retained earnings this year.
C. Understated retained earnings next year.
D. Understated income next year.

8.

Which one of the following errors will result in the overstatement of net income?
A. Overstatement of beginning inventory.
B. Overstatement of ending inventory.
C. Overstatement of goodwill amortization.
D. Overstatement of bad debt expense.

9.

The following information applies to the income statement of a company:

The company’s cost of goods available for sale is
A. $550,000
B. $560,000
C. $740,000
D. $800,000
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10. The inventory method yielding the same inventory measurement and cost of goods sold whether a perpetual
or periodic system is used is
A. Average cost.
B. First-in, first-out.
C. Last-in, first-out.
D. Either first-in, first-out or last-in, first-out.
11. The cost of materials has risen steadily over the year. Which of the following methods of estimating the ending
balance of the materials inventory account will result in the highest profit, assuming all other variables remain
constant?
A. Last-in, first-out (LIFO).
B. First-in, first-out (FIFO).
C. Weighted average.
D. Specific identification.
12. When a right of return exists, an entity may recognize revenue from a sale of goods at the time of sale only if
A. The amount of future returns can be reliably estimated.
B. The seller retains the risks and rewards of ownership.
C. The buyer resells the goods.
D. The seller believes returns will not be material.
13. An entity has 8,000 units in inventory on January 1, valued at $10 per unit. During the year, the entity sold
25,000 units and purchased inventory as follows:

If the entity uses the weighted-average method of inventory valuation, cost of goods sold for the period will be
A. $186,978
B. $197,000
C. $228,023
D. $235,000
14. Which of the following changes in accounting policies resulting from a significant change in the expected pattern
of economic benefit will increase profit?
A. A change from FIFO to LIFO inventory valuation when costs are rising.
B. A change from FIFO to weighted-average inventory valuation when costs are falling.
C. A change from accelerated to straight-line depreciation in the later years of the depreciable lives of the
assets.
D. A change from straight-line to accelerated depreciation in the early years of the depreciable lives of the
assets.
15. Which inventory cost flow method is prohibited according to IFRS?
A. First-in, first-out (FIFO) method.
B. Specific identification method.
C. Weighted average cost method.
D. Last-in, first-out (LIFO) method.
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16. In a period of rising prices, which one of the following inventory methods usually provides the best matching
of expenses against revenues?
A. Weighted average.
B. First-in, first-out.
C. Last-in, first-out.
D. Specific identification.
17. In periods of rising costs, which one of the following inventory cost flow assumptions will result in higher cost
of sales?
A. First-in, first-out.
B. Last-in, first-out.
C. Weighted average.
D. Moving average.
18. On December 1, a company had 1,000 units in inventory valued at $787,500. On December 12, the company
purchased 2,000 units for $1,562,400. Sales of 2,400 units were made on December 23, and on December 30,
the company purchased another 2,000 units for $1,537,200. If the company uses a periodic system and the
weighted-average inventory valuation method, the company’s December 31 balance sheet would report
inventory of
A. $2,025,660
B. $2,021,292
C. $2,014,740
D. $2,007,180
19. Flex Co. uses a periodic inventory system. The following are inventory transactions for the month of January:

Flex uses the average pricing method to determine the value of its inventory. What amount should Flex report as
cost of goods sold on its income statement for the month of January?
A. $30,000
B. $37,500
C. $40,000
D. $100,000
20. In accounting for inventories, generally accepted accounting principles require departure from the historical
cost principle when the utility of inventory has fallen below cost. Under the “lower-of-cost-or-market” rule, the
term “market” means
A. Original cost minus allowance for obsolescence.
B. Original cost plus normal profit margin.
C. Replacement cost of the inventory.
D. Original cost minus cost to dispose.

21. Based on a physical inventory taken on December 31, a company determined its chocolate inventory on a
LIFO basis at $26,000 with a replacement cost of $20,000. The company estimated that, after further processing
costs of $12,000, the chocolate could be sold as finished candy bars for $40,000. The company’s normal profit
margin is 10% of sales. Under the lower-of-cost-or-market rule, what amount should the company report as
chocolate inventory in its December 31 balance sheet?
A. $28,000
B. $26,000
C. $24,000
D. $20,000
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22. The lower-of-cost-or-market rule for inventories may be applied to total inventory, to groups of similar items,
or to each item. Which application generally results in the lowest inventory amount?
A. All applications result in the same amount.
B. Total inventory.
C. Groups of similar items.
D. Separately to each item.
23. Under the lower-of-cost-or-market method, the replacement cost of an inventory item would be used as the
designated market value
A. When it is below the net realizable value less the normal profit margin.
B. When it is below the net realizable value and above the net realizable value less the normal profit
margin.
C. When it is above the net realizable value.
D. Regardless of net realizable value.
24. A distribution company has determined its December 31 inventory on a LIFO basis at $200,000. Information
pertaining to that inventory follows:

The company records losses that result from applying the lower-of-cost-or-market rule. At December 31, the loss
that the company should recognize is
A. $0
B. $6,000
C. $14,000
D. $20,000
25. The replacement cost of an inventory item is below the net realizable value and above the net realizable value
less the normal profit margin. The original cost of the inventory item is below the net realizable value less the
normal profit margin. Under the lower-of-cost-or-market (LCM) method, the inventory item should be valued
at
A. Net realizable value.
B. Net realizable value less the normal profit margin.
C. Original cost.
D. Replacement cost.
26. A firm has determined its fiscal year-end inventory on a LIFO basis to be $400,000. Information pertaining to
that inventory follows:

The firm records losses that result from applying the lower-of-cost-or-market (LCM) rule. At its year end, what
should be the net carrying value of the firm’s inventory?
A. $400,000
B. $388,000
C. $360,000
D. $328,000
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27. Which of the following is true regarding inventory adjustments under IFRS?
A. IFRS do not require inventory adjustments.
B. Reversals of adjustments are allowed in a subsequent period.
C. A reversal of a previous write-down may be higher than the previous write-down.
D. Adjustments may not be reversed in a subsequent period.
28. A company uses IFRS to value its inventory of frozen foods. The company applies IFRS on a total inventory
basis, not directly to each item of frozen food. Information on the frozen food inventory at December 31 of the
year just ended is provided below.

The company should value its inventory at
A. $80,000
B. $85,000
C. $90,000
D. $100,000

https://manara.edu.sy/

