m WORK TOGETHER, p. 635

Estimating ending inventory using the gross profit method
1.
STEP I
Beginning inventory, June 1
Plys  net purchases for June 1 to June 30
Eguals cost of merchandise available for sale
STEF 2:
Net sales for June 1 to June 30. et e s eA SR e s e
Times previous year's gross profit percentage
Equals estimated gross profit on operations
STEP 3:
Net sales for June 1 fo June 30
Less  estimated gross profit on operations..
Equals estimated cost of merchandise sold
STEP & :
Cost of merchandise available fOr S8, .. rmremsescoeeereemsrsrsmees s sssmseesssereseemmseeemsssesseeesesemeeson
Less  estimated cost of merchandise sold....... e eiere e

Equals estimated ending merchandise inventory

- 2-
Goldsmith Company

Income Statement
For Month Ended June 30, 20—

% OF NET

Operating Revenue:
Net Sales
Cost of Merchandise Seld:
Beginning Inventory, June 1
Net Purchases
Merchandise Available for Sale
Less Estimated Ending Inventory, June 30
Cost of Merchandise Sold
‘Gross Profit on Operations.

Operating Expenses
Net Income
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Name Date_ Class

] ON YOUR OWN, p. 635

Estimating ending inventory using the gross profit method
1.

STEP 1
Beginning inventory, April 1... eeererseer et nraras TR R AR RS s p et per e
Plus  net purchases for April 1 to Apzil 30
Eguals cost of merchandise available fOr 5ale ... ettt
STEP 2
Net sales for April 1 10 ATl 30 ..o etteesb e st e
Times previous year's gross profit percentage. ... veceremencrecnnenes U
Equals estimated gross profit on operations
STEP 3:

- Net sales for April 1 to April 30 .............. sresereeranenan rrreeRnr SR AR SR e et eSS e e e :
Lesi  estimated gross profit on operations et s s , :
Equals estimated cost of mexchandise sold...... eshostr st s en e e e ser et et e n s e ese b en oo

STEP 4: : e
Cost of merchandise available for sale................. —
Less  estimated cost of Merchandise SOId .. .. iommssssscsiessss s ssssssss s scsssssssssrsssassrassrace

Egqugls estimated ending merchandise iNVENTOTY .. eececiscsmmsinsecsissessssrsse st sssscossssasssneans

2.

Leah Enterprises
Income Statement
For Month Ended April 30, 20--

% OF NET'

Operating Revenue:
Net Sales

Cost of Merchandise Sold:
Beginning Invenfory, April 1
Net Purchases
Merchandise Available for Sale
Less Estimated Ending Inventory, April 30
Cost of Merchandise Seld

| Gross Profit on Operations

Opezating Expenses

Net Income
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_. @ APPLICATION PROBLEM (LO5), p. 639

Estimating ending inventory using the gross profit method
1.

STEP 1:
Beginning inventory, March1.....
Plus  pet purchases for March 1 £0 MATCh BL..mereeeermeeseeressenesesssecsserserresesssessemmmesssses s
Equals cost of merchandise available for sale
STEP 2:
Net sales for March 1 to March 31 .evvvecenenee veeteemrerrees

Times previous year's gross profit percentage. ...o.veveerens
Equals estimated gross profit On OPErations ... wscesssesssscsssecssesemsmnreeseesemsesoeossssme

STEP 3:
Net sales for March 1 to March 31 cemvsaratRns s btk b bt ereen e Ao Ee Aottt A et e eeeee et er e s e
Less  estimated gTOSS Profit OIL OPETAtONS .o e eeeesereres s eesssensseeseeresmresanesessreerns
Equals estimated cost of merchandise sold...... eemereeeeesseemeeeeeeeesee e

STEP 4: .
Cost of merchandise available for sale.....c.rcun..... Cereremseenerren
Less  estimated cost of merchandise 501d .o oerueocrcreceererre e .
Equals estimated ending merchandise inventory T

2.
Lee Industries
Income Statement
For Month Ended March 31, 20—
= % EEEI'
Operating Revenue:
Net Sales -
Cost of Merchandise Sold:
Beginning Inventory, March 1
Net Purchases
Merchandise Available for Sale
Less Estimated Ending Inventory, March 31
Cost of Merchandise Sold
Gross Profit on Operations
Operating Expenses
Net Income
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