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Q.ue,;_tior. 3 (20 marks) 

Tomas Recovery Inc. uses raw material "SAMot" in a manufacturing process. Information as to 
purchases and issues of material "SAMot" are given in the table below. Answer all questions on the 
basis of this information. 

RECEIPTS 
ISSUES BALANCE ON 

HAND 
DATE 

QTY PRICE QTY PRICE QTY PRICE 

Jan 1 100 $1.50 

Jan 24 300 $1.56 

Feb 8 80 $5.00 

Mar 16 140 $5.00 

Jun 11 150 $1.60 

Aug 18 130 $6.00 --

Sep 6 110 $6.00 

Oct 15 150 $1.70 

Dec 29 140 $7.00 

Required: 

i) If a perpetual inv�mtory record of material "SAMot" is operated on a FIFO basis, what will the
closing inventory valuation be? Show all workings. (3 marks)

ii) If a perpetual inventory record of material "SAMot" is operated on a AVCO basis, what will the
closing inventory valuation be? Show all workings. (4 marks)

iii) Prepare a columnar Income Statement (Trading Account Section only) for the year to December
31, illustrating calculation of comparative Gross Profits by the FIFO and AVCO methods of
inventory valuation. (6 marks)

iv) Assume a periodic inventory system is maintained. Show the Income Statement (Trading

Account Section only} for the year to December 31, to show the Gross Profit calculation using the
LIFO method of inventory valuation. (7 marks)









Question 7 (20 marks) 

G and D Company bottles and distributes 'POP' a fruit drink in 8 oz. bottles. The beverage is sold for 

$10.00 per bottle to retailers. At full capacity (100%) management estimates the revenues and 
costs for 2011 as follows: 

$ 

Net Sales 2 000 000 

Direct Materials 360 000 

Direct Labour 450 000 

Manufacturing Overheads: 
Variable 270 000 
Fixed 280 000 

Selling expenses: 

Variable 90 000 

Fixed 150 000 

Administrative expenses 

Required: 

Variable 30 000 

Fixed 70 000 

i) Prepare a C-V-P income statement for the year 2011 based on the managen1ent's

ii) 

estimates. (8 marks) 

Compute the break-even point in units and dollars. (3 marks) 

iii) Compute the contribution margin ratio and the margin of safety ratio.

iv) 

v) 

Determine the net income at 80% capacity. 

Determine the net sales required to earn net income of $220 000. 

END OF EXAMINATION 
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