CHAPTER 13
TRUE AND FALSE

1. Merchandise inventory includes all goods owned by the business and held for sale.

2. Peachtree uses a periodic inventory system.

3. In a perpetual inventory system, a merchandising business continuously updates inventory each time an item is purchased or sold.

4. The FIFO inventory method assumes that the goods received last are sold first.

5. The LIFO inventory method assumes that the goods received last are sold first.

6. The average cost method of inventory is also known as weighted average method.

7. After you post either purchases or sales, PCA automatically updates the cost and quantity of each inventory item.

8. Peachtree includes only the average cost inventory method.

9. Accountants recommend that you select LIFO when you desire to charge the most recent inventory costs against revenue.

10. Inventory tracking is a two-step process: Enter item information and enter inventory adjustments.

11. Inventory items are set up through the Tasks menus.

12. There are nine types of inventory items in PCA: stock item, master stock item; non-stock item, description only, service, labor, assembly, activity item, and charge item.

13. The Service inventory item is used for labor you can apply to your salary and wages account.

MULTIPLE CHOICE

14. The default inventory costing method used by Peachtree is the:

a. Average.
b. Straight-Line.

c. LIFO.
d. FIFO.

e. None of the above.

15. The LIFO (last in, first out) method of inventory assumes:

a. The lowest amount of net loss.

b. The highest amount of net income.

c. Cost of sales is based on current replacement.

d. Beginning inventory is sold first.

e. None of the above.

16. Accountants recommend that you use FIFO when you desire to:

a. Charge the most recent inventory costs against revenue.

b. Charge costs against revenue in the order in which costs are incurred.

c. Get the lowest net income.

d. Get the highest net income.

e. None of the above.

17. You need to restore the following file to start Chapter 13:

a. Exercise 12-1.ptb.

b. Exercise 12-2.ptb.

c. Chapter 12.ptb.

d. Chapter 13.ptb.

e. None of the above.

18. To display the Inventory Item Defaults window, make the following menu bar selections:

a. Maintain; Setup Checklist.

b. Maintain; Default Information, Inventory Items.

c. Tasks; Default Information, Inventory Items.

d. Maintain; Inventory Items.

e. None of the above.

19. To enter inventory maintenance information, make the following menu bar selections:

a. Tasks; Maintain, Inventory Items.

b. Tasks; Purchases/Receive Inventory, record inventory information.

c. Maintain; Inventory Items, record inventory information.

d. Maintain; Defaults, Inventory Items, record inventory information.

e. None of the above.

20. The beginning inventory amount for lighting is:

a. $8,000.

b. $4,440.

c. $4,500.

d. $10,800.

e. None of the above.

21. Richard’s Sales and Service vendor ledger shows that Ron Becker Fabrics, Vendor ID RBF08, has the following account balance:

a. $300.00.

b. $378.00.

c. $0.00.

d. $120.00.

e. None of the above.

22. Richard’s Sales & Service Merchandise had inventory adjustments in the amount of:

a. $1,960.00.

b. $2,018.00.

c. $120.00.

d. $128.00.

e. None of the above.

23. On January 31, 2005, Richard’s Sales and Service Merchandise shows a Merchandise Inventory balance of:

a. $52,483.37.
b. $22,000.00.

c. $27,422.00.
d. $20,500.00.

e. None of the above.

24. On January 16th, two lighting fixtures were damaged when Michael Lee dropped them on the floor resulting in a(n):

a. Payroll adjustment.

b. Inventory adjustment.

c. Payroll deduction.

d. Decrease in Cost of Sales.

e. None of the above.

25. The Sales Journal for Richard’s Sales & Service Merchandise for January 2005 shows:

a. $3,507.23 added to Sales.

b. $3,507.23 added to Accounts Receivable.

c. $2,491.23 added to Accounts Receivable.

d. Both a. and b. above.

e. None of the above.

26. The Cash Receipts Journal for Richard’s Sales & Service Merchandise for January 2005 shows:

a. $3,700.00 added to Sales.

b. $6,860.63 added to Accounts Receivable.

c. $6,860.63 added to Sales.

d. Both b. and c. above.

e. None of the above.

27. The Purchase Journal for Richard’s Sales & Service Merchandise for January 2005 shows:

a. $2,018.00 added to Merchandise Inventory.

b. $1,864.00 added to Merchandise Inventory.

c. $1,710.00 added to Merchandise Inventory.

d. $2,018.00 added to Accounts Payable.

e. None of the above.

28. The Cost of Goods Sold Journal for Richard’s Sales & Service Merchandise for January 2005 shows:

a. $1,960.00 added to Cost of Goods Sold.

b. $1,930.00 added to Cost of Goods Sold.

c. $1,900.00 added to Cost of Goods Sold.

d. $1,900.00 deducted from Cost of Goods Sold.

e. None of the above.

