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71 ~ Dover Company began operations in 2010 and determined its ending inventory at cost and at

a NRV on December 31, 2010, and December 31, 2011. This information with 2011 purchases is
presented below.

Dec 31,2010 2011 Purchases Dec 311, 2011
Cost £346,000 £2,000,000 £410,000
Net Realizable Value £322,000 £390,000
Required:
1.

Assuming Dover uses perpetual system, Prepare the journal entries required at December 31,
2010, and December 31, 2011 by using allowance method. (6%)

Assuming Dover uses periodic system, Prepare the journal entries required at December 31,
2010, and December 31, 2011 by using allowance method. (6%)

3. Prepare the partial income statement and statement of financial position for the related
inventory and cost of goods sold accounts under both perpetual and periodic systems. (8%)




