Accounting II Mid-Term

Let's examine the inventory of Cory's Tequila Co. (CTC) to see how the different inventory valuation methods can affect the financial analysis of a company. 

	Monthly Inventory Purchases* 

	Month 
	Units Purchased 
	Cost/ea 
	Total Value 

	January
	1,000
	$10
	$10,000

	February
	1,000
	$12
	$12,000

	March
	1,000
	$15
	$15,000

	Total 
	3,000 
	
	

	Beginning Inventory = 1,000 units purchased at $8 each (a total of 4,000 units)


	 Income Statement (simplified): January-March* 

	 Item
	 LIFO 
	FIFO
	Average

	Sales = 3,000 units @ $20 each 
	$60,000
	$60,000
	$60,000

	Beginning Inventory
	8,000
	8,000
	8,000

	Purchases
	$37,000
	37,000
	37,000

	Ending Inventory (appears on the Balance Sheet) 
	
	
	

	COGS (appears on the Income Statement)
	
	
	

	Expenses
	10,000 
	10,000 
	10,000 

	Net Income 
	
	
	


Using the information above, calculate the ending inventory, cost of goods sold, and net income under each inventory assumption.  Write a paragraph explaining the relationship between the cost of goods sold and net income for each assumption.
