Stock Control

Andrew and Clarence operate a business each. Both of them sell Television of the same make. They are in competition.

At any point in time there is one TV in their store. (The average stock is one – valued $100)

They buy another TV as soon as the current one is sold. They repeat the cycle through out the year.
Andrew:

· Sold 365 TVs in 2002.

· How many times did he buy & sell in that year?

· What was his stock turnover in 2002?
· What is Stock Turnover?
· What was the average Stock in his business on any one day?

· What was the Cost of Sales for 2002.

· Calculate: COS ( Average Stock =

Clarence:

· Sold 730 TVs in 2002.

· How many times did he buy & sell in that year?

· What was his stock turnover in 2002?
· What was the average Stock in his business on any one day?

· What was the Cost of Sales for 2002.

· Calculate: COS ( Average Stock =

Stock Turnover:
 the number of times the stock is bought and sold.
How to Calculate:
Stock Turnover = Cost of Goods Sold ( Average Stock

What was the Stock Turnover for?



Andrew:



Clarence:

Who performed better?

Why a high turnover of stock is good?

Does it always mean that a high turnover of gets higher profit?

Andrews selling price of a TV was $250 while Clarence sold his for $200 each. Find the Gross Profit for each.

What would be the Gross Profit if the selling price of the TVs were: Andrew $250 Clarence $125.

Cost of Goods Sold:  

Locate this figure from the General Ledger, Trial Balance or the Statement of Financial Position.

Average Stock: 

· Average is the sum of all items divided by the number of items. What is the average of 10, 20, 15, 30 and 40? 

· The value of stock fluctuates every month. If the monthly balance is available, use them to find the average. If the monthly figures are not available use the Opening and Closing Balance of the Stock of the year.
Stock Turnover - Exercises

(1)
What is the average stock given the following?
(a) Jan $5000, Feb $5800, March $6000, April $8000 May $9000, June $10,000, July $9500, Aug $8000, Sep $6500, Oct 5500 Nov $5000 Dec $4000
(b) 1/1/02 Balance $23000 and 31/12/02 Balance $27200

	Statement of Financial Position

As at 31 December 2001
	
	Statement of Financial Position As at 31 December 2002
	
	Statement of Financial Performance for year ending 31/12/02

	Current Asset
	
	
	Current Asset
	
	
	Sales
	330000

	Cash at Bank
	10000
	
	Cash at Bank
	12890
	
	Less Cogs
	177500

	Debtors Control
	2300
	
	Debtors Control
	4590
	
	Gross Profit
	152500

	Stock Control
	98700
	
	Stock Control
	78800
	
	Less Expenses
	

	Accrued Revenue
	2000
	
	Accrued Revenue
	2000
	
	Wages
	

	
	
	
	
	
	
	
	


(2)
List the records where the COGS may be found.

Stock Turnover Ratio
The formula (COGS/Average Stock) is a ratio. It tells how many times the stock turned over. That is, on average how many times did you buy & sell in one year. It is as important to also know how many days it takes for one turn over. That is, if you bought a stock today, how many days would it sit in your store before being sold. To find this:
Stock Turnover in Days:
365 ( Stock Turnover Ratio
(3)
Find the Stock Turnover:

(a)

	Statement of Financial Position

As at 31 December 2001
	
	Statement of Financial Position As at 31 December 2002
	
	Statement of Financial Performance for year ending 31/12/02

	Current Asset
	
	
	Current Asset
	
	
	Sales
	330000

	Cash at Bank
	10000
	
	Cash at Bank
	12890
	
	Less Cogs
	177500

	Debtors Control
	2300
	
	Debtors Control
	4590
	
	Gross Profit
	152500

	Stock Control
	98700
	
	Stock Control
	78800
	
	Less Expenses
	

	Accrued Revenue
	2000
	
	Accrued Revenue
	2000
	
	Wages
	

	
	
	
	
	
	
	
	


(b) Opening Stock balance is $8000 and Closing Stock Balance is $10,000. Gross profit is $6500 and Sales is $20,000.
(4)
What are the Stock turnover in days for the above (a) and (b).

(5)
Following shows the Stock Turnover of two car dealers selling the same make of cars.
	
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	

	Robert Pty Ltd
	30
	25
	22
	18
	15
	14
	10
	

	Edwin Pty Ltd
	1.2
	8.9
	19.8
	29.5
	35
	40
	40
	



Describe the performance of each business.
