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CA Foundation Accounts Test Series 
 

Chapter 4 Inventories  
 
1. A trader prepared his accounts on 31st March, each year. Due to some unavoidable reasons, no 
stock taking could be possible till 15th April, 2018 on which date the total cost of goods in his godown 
came to Rs  50,000 .  

The following facts were established between 31st March and 15th April, 2018.  

(i) Sales Rs 41,000 (including cash sales Rs 10,000)  

(ii) Purchases  Rs 5,034 (including cash purchases Rs 1,990)  

(iii) Sales Return Rs 1,000.  

(iv) On 15th March, goods of the sale value of Rs 10,000 were sent on sale or return basis to a customer, 
the period of approval being four weeks. He returned 40% of the goods on 10th April, approving the 
rest; the customer was billed on 16th April. 

 (v) The trader had also received goods costing Rs 8,000 in March, for sale on consignment basis; 20% of 
the goods had been sold by 31st March, and another 50% by the 15th April. These sales are not included 
in above sales.  

Goods are sold by the trader at a profit of 20% on sales.  

You are required to ascertain the value of Inventory as on 31st March, 2018. 

2. Distinguish between Periodic Inventory System and Perpetual Inventory System. 

3. Sky Ltd. keeps no stock records but a physical inventory of stock is made at the end of each quarter 
and the valuation is taken at cost. The company’s year ends on 31st March, 2018 and their accounts 
have been prepared to that date. The stock valuation taken on 31st March, 2018 was however, 
misleading and you have been advised to value the closing stocks as on 31st March, 2018 with the 
stock figure as on 31st December, 2017 and some other information is available to you:  

(i) The cost of stock on 31st December, 2017 as shown by the inventory sheet was Rs 80,000. 

(ii) On 31st December, stock sheet showed the following discrepancies:  

(a) A page total of Rs 5,000 had been carried to summary sheet as Rs 6,000.  

(b) The total of a page had been undercast by Rs 200.  
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(iii) Invoice of purchases entered in the Purchase Book during the quarter from January to March, 2018 
totalled Rs 70,000. Out of this Rs 3,000 related to goods received prior to 31st December, 2017. 
Invoices entered in April 2018 relating to goods received in March, 2018 totalled Rs 4,000.  

(iv) Sales invoiced to customers totalled Rs 90,000 from January to March, 2018. Of this Rs 5,000 
related to goods dispatched before 31st December, 2017. Goods dispatched to customers before 31st 

March, 2018 but invoiced in April, 2018 totalled Rs 4,000.  

(v) During the final quarter, credit notes at invoiced value of Rs 1,000 had been issued to customers in 
respect of goods returned during that period. The gross margin earned by the company is 25% of cost.  

You are required to prepare a statement showing the amount of stock at cost as on 31st March, 2018. 
Transfer of ownership takes place at the time of delivery of goods.  

4. From the following information, calculate the historical cost of closing inventories using adjusted 
selling price method:  

Purchase during the year - Rs 5,00,000  

Sales during the year - Rs 7,50,000  

Opening Inventory Nil  

Closing Inventory at selling price - Rs 1,00,000 

5. Stock taking of XYZ Stores for the year ended 31st March, 2019 was completed by 10th April, 2019, the 
valuation of which showed a stock figure of Rs 1,67,500 at cost as on the completion date. After the 
end of the accounting year and till the date of completion of stock taking, sales for the next year were 
made for Rs 6,875, profit margin being 33.33 percent on cost. Purchases for the next year included in 
the stock amounted to Rs 9,000 at cost less trade discount 10 percent. During this period, goods were 
added to stock of the mark-up price of Rs 300 in respect of sales returns. After stock taking it was found 
that there were certain very old slow moving items costing Rs 1,125 which should be taken at Rs 525 
to ensure disposal to an interested customer. Due to heavy floods, certain goods costing Rs 1,550 were 
received from the supplier beyond the delivery date of customer. As a result, the customer refused to 
take delivery and net realizable value of the goods was estimated to be Rs 1,250 on 31st March, 2019. 

You are required to calculate the value of stock for inclusion in the final accounts for the year ended 31st 

March, 2019. Closing stock is valued by XYZ Stores on generally accepted accounting principles. 
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