	EXERCISE 1

	M Ltd had the following material transactions during the first week in March.
	
	
	Quantity
(units)
	Unit cost
£

	Opening balance
	1st March
	10
	2.00

	Receipts
	2nd March
	70
	2.20

	Issues
	3rd March
	40
	

	Receipts
	4th March
	50
	2.30

	Issues
	5th March
	70
	


Required:
Show the stores ledger card for the week using each of the following methods of material valuation:
(a)	FIFO
(b)	LIFO
(c)	Weighted average cost
(d)	Periodic weighted average.
Note: The stores ledger card will show each receipt and issue, and will always show the balance of stock (both quantity and value).  This is known as a perpetual inventory system.


Solution to Exercise 1
(a) 	FIFO
	
Day
	Receipts
	Issue
	Balance

	
	Units
	Unit cost
	Total cost
(£)
	Units
	Unit cost
	Total cost
(£)
	Units
	Unit cost
	Total cost
(£)

	O/B
	
	
	
	
	
	
	10
	2.00
	20.00

	2 Mar
	70
	2.20
	154.00
	
	
	
	10
70
	2.00
2.20
	20.00
154.00
_____
174.00

	3 Mar
	
	
	
	10
30
	2.00
2.20
	20.00
66.00
_____
86.00
	
	
	

	4 Mar
	50
	2.30
	115.00
	
	
	
	40
50
	2.20
2.30
	88.00
115.00
_____
203.00

	5 Mar
	
	
	
	40
30
	2.20
2.30
	88.00
69.00
_____
157.00
	20
	2.30
	46.00




(b) 	LIFO
	
Day
	Receipts
	Issue
	Balance

	
	Units
	Unit cost
	Total cost
(£)
	Units
	Unit cost
	Total cost
(£)
	Units
	Unit cost
	Total cost
(£)

	O/B
	
	
	
	
	
	
	10
	2.00
	20.00

	2 March
	70
	2.20
	154.00
	
	
	
	10
70
	2.00
2.20
	20.00
154.00
_____
174.00

	3 March
	
	
	
	40
	2.20
	88.00
	10
30
	2.00
2.20
	20.00
66.00
_____
86.00

	4 March
	50
	2.30
	115.00
	
	
	
	10
30
50
	2.00
2.20
2.30
	20.00
66.00
115.00
_____
201.00

	5 March
	
	
	
	50
20
	2.30
2.20
	115.00
44.00
159.00
	10
10
	2.00
2.20
	20.00
22.00
_____
42.00


(c) 	AVCO
	
Day
	Receipts
	Issue
	Balance

	
	Units
	Unit cost
	Total cost
(£)
	Units
	Unit cost
	Total cost
(£)
	Units
	Unit cost
	Total cost
(£)

	O/B
	
	
	
	
	
	
	10
	2.00
	20.00

	2 March
	70
	2.20
	154.00
	
	
	
	80
	2.175
	174.00

	3 March
	
	
	
	40
	2.175
	87.00
	40
	
	87.00

	4 March
	50
	2.30
	115.00
	
	
	
	90
	2.244
	202.00

	5 March
	
	
	
	70
	2.244
	157.08
	20
	
	44.92




