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Test Your Knowledge

Chapter 10

Inventory Costing:

The Accountant’s World of Make Believe

1) Explain the difference between periodic and perpetual inventory systems.

2) How does periodic inventory work.  If you don’t keep track of units when you use them, how do you figure out how much you consumed?

3) What are the four basic cost flow methods for inventory valuation?

4) How does inflation impact the valuation of an organizations inventory?

5) Assume your organization has the following inventory changes during the year:

Beginning Inventory

20 units valued at $7,500 each

January purchases

10 units at $8,500 each

April purchases

15 units at $8,750 each


Total Units Used 

30

Calculate the value of the ending inventory and the value of the inventory used (the inventory expense) for the year using both the FIFO and the LIFO method of cost-flow.
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