
 

 

 

REVISING ASSETS & INVENTORY SYSTEMS        04 SEPTEMBER 2014 

 
Lesson Description 

In this lesson we:  

 Understand the differences between the periodic and the perpetual inventory systems 

 Understand the Trading account under both systems 

 Understand the use of the Purchases account in the periodic system and the Opening and 
closing stock accounts 

 Understand the difference between FIFO and Weighted Average 

 Calculate the following under both methods of stock valuation: 
o Value of closing stock 
o Cost of sales 
o Gross profit 
o Number of units of stock on hand 

 
Test Yourself 

Question 1 

You are provided with information relating to Golf Universe, a business which sells golf clubs and golf 
balls. Paul Fitt owns the business. The periodic inventory system is used. 

REQUIRED 

1.1 Refer to the information below. Briefly explain why it is appropriate for Paul to use the FIFO 
method for golf clubs, and the Weighted Average method for golf balls.   (4) 

1.2 Calculate the value of the closing stock for the two stock items. Show all workings using both 
the number of units and the value of the units. 

 Golf clubs (use FIFO method) 

 Golf balls (use weighted average method)     (15) 

1.3 For golf clubs, calculate the following: 

 Cost of sales         (5) 

 Gross profit         (3) 

 VAT charged to customer on golf clubs sold     (3) 

 Mark-up %         (3) 

NB:  You may draft a Trading account for golf clubs to assist in identifying these figures. 

INFORMATION 

1. Inventory is valued according to the following methods: 

 Golf clubs: First-in-first-out method (FIFO) 

 Golf balls:  Weighted average method 

2. Inventory valuations at the beginning and end of the accounting period: 

 Golf clubs Golf balls 

 No. of 
units 

Per unit Total 
value 

No. of 
units 

Per unit Total 
value 

01/03/2010 90 R800 R72 000 1 200 R9,60 R11 520 

28/02/2011 205 ? ? 550 ? ? 



 

 

 

3. Carriage, exchange rates and import duties: 

3.1 Golf clubs: These are made in South Africa. Transport costs are R50 per golf club. A 
total of R15 000 was paid for transporting the 300 golf clubs purchased. Transport 
cost is included in the opening stock figure of R800. 

3.2 Golf balls: These are imported from the USA. Prices are quoted in US Dollars ($). 
The exchange rate was R7,50 = $1.00 throughout the year. Import duties are levied 
at 20% of the Rand value of the purchases. Transport costs are paid by the 
manufacturer. Import duties cost is included in the opening stock figure of R9,60 

4.  Purchases during the year: 

  

Golf clubs Golf balls 

 No. of 
units 

Purchase 
price per 

unit 

Total value in Rands No. of 
units 

Purchase 
price per 
unit in US 

Dollars 

Total 
value in 

US 
Dollars 

25/04/2010 75 R750 R56 250 3 000 $1,00 $3 000 

25/07/2010 75 R800 R60 000 3 000 $1,20 $3 600 

26/10/2010 75 R900 R67 500 3 000 $1,20 $3 600 

25/01/2011 75 R900 R67 500 3 000 $1,60 $4 800 

TOTALS 300  R251 250 12 000  $15 000 

5. Sales during the year: 

 Golf clubs: 185 units at R1 200 each = R222 000 

 Golf balls:  10 500 units at R19 each = R199 500 

 
Improve your Skills 

Question 1 

You are provided with information relating to Tiger music for the financial year ended 28 February 
2010. The business is situated in Pretoria. The business sells music in the form of compact discs 
(CDs) and uses the weighted average system of valuing stock and the periodic inventory method.   

REQUIRED 

1.1.1 Calculate the value of stock on hand at the end of the year according to the weighted average 
method.          (8) 

1.1.2 Calculate the NUMBER of CDs that have apparently been shop-lifted.   (5) 

1.1.3 Calculate the VALUE of CDs that have apparently been shop-lifted.   (3) 

1.1.4 Provide three points of practical advice to Tiger Music on how to improve control over their 
stock.           (6) 

  



 

 

 

INFORMATION 

 Units Unit price Total value 

CDs on hand on 1 March 2009 2 500 R70 R175 000 

CDs on hand on 28 February 2010 3 020    ?       ? 

CDs bought on credit during the year 15 000  R1 150 000 

       Bought on 30 April 2009 4 000 R60 R240  000 

       Bought on 31 August 2009  3 000 R90 R270  000 

       Bought on 30 November 2009  8 000 R80 R640  000 

CDs sold during the year ended 28 February 2010. 14 400 R125 R1 800 000 

1.1 You have been appointed as the accountant for Bawinile`s Mini Market. After an internal audit 
you discover a discrepancy with the till slips. It appears that the information of Cashier 5 is 
incorrect.  

The manager of Bawinile`s Mini Market feels that he is not required to pay to SARS all the 
VAT that he has collected from customers. Till 5 was programmed to charge VAT on certain 
zero-rated items. However, none of the cash slips of Till 5 were accounted for in the 
accounting records of Bawinile`s Mini Market. 

REQUIRED 

1.2.1 How would you respond to the manager who feels that not all VAT must be paid over to 
SARS. List ONE response.        (2) 

1.2.2 Calculate the total amount of VAT that was charged on zero-rated items if the amount 
including the VAT on the cash slip of cashier 5 was R29,10.    (3) 

1.2.3 In the scenario described above, the management acted unethically.   

Provide TWO reasons to support the statement.      (4) 

1.2.4 What will the consequences be for management, in the above scenario if their actions were 
discovered?  Provide TWO consequences.      (4) 
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