Financjal Accountlng, 17th Edition

Taking @ physical Inventory

359

sold then 1 determined by subtracting this ending inventory from the cost f
st ot goods available

for sale shown as follows:
cost of goods available forsale ... o

Less: Ending inventory (specific identificatiory....... ... T $3,000

~ Cost of goods SOI oo 1240

. LI L e m

Average Cost  The average cost is determined by dividi :
for sale during the year by tl.le total number of uniils av:iill:liéht% :0::::0;:1 zf goods availabl_e
¢ is $100 (53,000 + 30 units). Under the average-cost method, the ending inventors mos
be priced at $1,200 (12 units X $100 per unit), and the cost of goods sol dgwr:)velgtcl;ry would
($3,000 cost of goods available for sale, less $1,200 in costs assigned to the en di:lxg injei:(ﬁyoi)

FIFO Under the FIFO flow assumption, the oldest units are assumed to be the fi

The ending inventory, therefore, is assumed to consist of the most recently acquire:tirSt s::(lid'
(Remember, We are now talking about the goods remaining in inventory, not the goodsg:olds.
The inventory of 12 food processors would be valued at the following costs and the cost o;

goods sold would be $1,550 ($3,000 — $1,450).

-

| 5.‘J.”.n.5f“"mthepect1burchase@$130......, ....... I % 650
5 units from the Oct. 1 purchase @ $120. ... ... oveiiiiiii 600
2 units from the July 1 purchase @ $100........... ) o |
| $1,450

. Ending inventory, 12 Units at FIFO COSt. . . cvv v vnveinns s PP PR

Notice that the FIFO method results in an inventory valued at relatively recent purchase
costs. The cost of goods sold, however, is based on the older acquisition costs.

LIFO  Under LIFO, the last units purchased are considered to be the first goods sold. There-
the ending inventory is assumed to contain the earliest purchases. The 12 food proces-

fore,

sors in inventory would be valued as:
The cost of goods sold under the LIFO method is $2,020 ($3,000 — $980).
10 units from the beginning inventory @ 12T SRR Y SR $800 1
2 units from the Mar, 1 purchase @ $90 ... .o« vvenmrenersnearsea e 180
Ending inventory, 12 units at LIFO cost............. P R TRRE $980
Notice that the cost of goods sold under LIFO is higher than that determined by the FIFO

method ($2,020 under LIFO, as compared with $1,550 under FIFO). LIFO always results in
IFO usually minimizes reported

a h1gher cost of goods sold when purchase costs are rising. L orte
:;:t;ncome and income taxes during periods of rising prices in both perpetual and periodic

ms.
bel?:tl.ce also that the LIFO method may result in an ending inven
$80 an:; current replacement cost. In this illustration, ending inven
90 per unit, but the most recent purchase price is $130 per unit.

tory that is priced well
tory is determined at
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sold then is deter mined by subtracting this ending inventory from h 359
for sale shown as follows: the cost of goods availabje

Cogt ofgbods available forsale . . . .. o8 e 1 SR o oy »‘ h

© Less: Ending inventory (specific identification).. ..., . . Ty e $3.000
'1kCéStOfgodd‘s,s\o'd'_‘-""7".,""""'?';""’5 ....... BRI 1,240

rage Cost  The average cost is determined by dividi - ——ll
g‘r’esaleg during the year by tl'le total number of unigs ava?l?l:ﬁ;héios::llec?ls‘?f g0ods availabl.e
cost is $100 (83,000 = 30 units). Under the average-cost method, the er'1dine ia o perunt
be priced at $1,200 (12 units X $100 per unit), and the cost of goods soldgwr(l)‘liﬁgtzry 200
($3,000 cost of goods available for sale, less $1,200 in costs assigned to the ending in\?eichyog

FIFO Under the FIFO flow assumption, the oldest units are assumed to be the fi )

The ending inventory, therefore, is assumed to consist of the most recently ac uiregSt so!ld.
(Remember, we are now talking about the goods remaining in inventory, not th;l goodsg:;ds).
The inventory of 12 food processors would be valued at the following costs and the cost of
goods sold would be $1,550 (83,000 — $1,450).

Notice that the FIFO method results in an inventory valued at relatively recent purchase

costs. The cost of goods sold, however, is based on the older acquisition costs.

LIFO Under LIFO, the last units purchased are considered to be the first goods sold. There-
fore, the ending inventory is assumed to contain the earliest purchases. The 12 food proces-

sors in inventory would be valued as:
The cost of goods sold under the LIFO method is $2,020 ($3,000 — $980).

10 units from the beginning inventory @ $80 e $800
2 units from the Mar. 1 purchase @ $90 B e S T s o 180
: : ‘ $980

Endinlg inventory,fj 2 units at LIFO ‘@S’if

P A

i

Notice that the cost of goods sold under LIFO is higher than that determined by the FIFO
method ($2,020 under LIFO, as compared with $1,550 under FIFO). LIFO always results in
a higher cost of goods sold when purchase costs are rising. LIFO usually minimizes reported
E;ZtLﬁOme and income taxes during periods of rising prices in both perpetual and periodic

B
elaN:ni:: also that the LIFO method may result in an cndiqg in.ventor
80an § 9c(l)lrrent rfeplacement cost. In t ;‘,. illustration, ending mvent
per unit, but the most recent - :

y that is priced well
is determined at
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Receiving the Maximum Tax Benefit from the LIFO Method  Many compgy:

etual inventory system restate their year-end inventory at the Panies thy

LIFO costing procedures illustrated above. This reStatememcio StS indj.

] accom.

use LIFO in a perp
cated by the periodic i
plished by either debiting or crediting the Inventory account and making an offsettin
the Cost of Goods Sold account. . o g entry to
Often, restating ending inventory }lsmg periodic co§ting procedures results in o}
Jower) unit costs than those shovsln in the perpetual inventory records. When less er (an'd
assigned to the ending inventory it follows that. more of these costs will be assigne dctost is
cost of goods sold. A higher cost of goods sold, in turn, means lower taxable income 0 the
LIFO on a periodic basis at year-end result in a lower val. :
O on a perpetual basis? Consider the last purcha‘sjzemi::n(,of
ur

Why would applying
than does applying LIF
xample. This purchase of five food processors was made on December
30. Assuming that no additional units were sold in Decle, at
m-

the relatively high unit cost of $1
ber, they would be included in the year-end inventory in perpetual inventory records, evep ;
d on a LIFO basis. When the ending inventory is pricé q uzliln if

g

these records were maintaine

“periodic LIFO,” however, a Jast-minute purchase is not included in inventory, but rather ;

transferred to the income statement as part of cost of goods sold. er 1§
Both the LIFO and average-cost methods produce different valuations of inventory ung

etual and periodic costing procedures. Only companies using LIFO, hwaser llsualer

erpetual records to indicate the unit costs determined by periodic COStin,g Pl‘oc]y

FIFO is in use, the perpetual and periodic costing procedures result in the San:;

inventory
food processor €

perp
adjust their p

dures. When
valuation of inventory.
If purchase records are maintained by

Pricing the Year-End Inventory by Computer
computer, as is now the case for most companies, the value of the ending inventory can be

computed automatically using any of the flow assumptions that have been discussed. Only the
end. A computer also can apply the specific identi-

number of units must be entered at year-
fication method, but the system requires an identification number for each unit in the ending
inventory. This is one reason why the specific identification method usually is not used for

inventories consisting of a large number of low-cost items.

INTERNATIONAL FINANCIAL REPORTING STANDARDS

To introduce this chapter we covered the importance of establishing the cost of inventory and
tl_le movement of that cost to the income statement as cost of goods sold. The general prin-
c1ples. upon which this important feature of financial reporting are based are essentially the
same in U.S. generally accepted accounting principles and in international financial reporting

standards. fI‘herc.e are differences, however, in how those principles are applied.
One major difference is that international standards do not recognize the LIFO method of

accounting for the cost of inventory. Only the first-in, first-out (FIFO) or weighted-average
g?i;:‘g?g;gs ar edacceptable unfier intern.ational standards. This is a major difference because
hat the con g:;ituse of LIFO in the United States due to its income tax benefits. Remember
! y requirement in U.S. tax law requires a company that uses LIFO for tax
puré)oscs to also use that method in its financial statements.
" For ety it b o mae o bring S ey s st
referred to as “con\/erlona ”mancla] reporting standards closer together. This effort is often
mit the use of LIFO angg lfﬁ:oo.f the two. The fact that international standards dfl not per
ing under U.S. generall 1s the most .popu]ar inventory method for companies report-
In the authors’ opinion y:;fepted accounting principles is a major barrier to convergence:
include LIFO as an acc; t1 bfr 0 Change US standards to preclude the use of LIFO or {0
cal approach appears to E able nﬁet.hod in international standards is unlikely. The n}ost logl-
panies accounting by U.S € to eliminate the conformity requirement, thereby allowing com-
that LIFO be used in th b S,ta“da'f ds to use LIFO in their income tax filings, but 1! require
that is not used in g - fma‘}‘”a‘l statements. LIFO would, in effect, become tax metho
has been in place for l‘;;mpany s financial statements. The current conformity requiremen®
the U.S. tax Jaw, The ?y years and any change in it would require 2 significant chang® in
political process that would be required for such a change i unlike
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quickly, l')ut cquld evenu'lally be the outcome as we seek .
tional Financial Reporting Standards. conformity between U.§
other areas where accounting for inv e A !
: entories differs bet
; 5 ‘

ards. One of those is accounting for the lower-o f-Cost-or.lene;kU'S' and inter-
generally accepted accouxl1t1ng standards, once an inventory is written down to etl_ Under U.S,
value, recovery of that value before the inventory is sold is not permitted. Und alower m_arket

, however, the.subsequem recovery of market value s treated a er international
old in the period of the recovery. s a reduction in cost

NCE OF AN ACCURATE VALUATION OF INVENTORY

The most jmportant liquid assets in the balance sheets of most companies
receivable, and inventory. Of these assets, inventory often is the largest. It azli:e Ca fll: Sl o
of these assets for which alternative valuation methods are acceptable . S e
Because of the relatively large size of inventory, and because many. different prod
pe stored in different locations, errors in inventory valuation may not be readQ;0 it
Even a small error in the valuation of inventory may have a material effect onl:ctapparem.
Therefore, care must be taken in counting and pricing the inventory at year-end eome
An error in the valuation of inventory will affect several balance sheet n;easurements
including assets and total owners’ equity. It also will affect key figures in the income state-’
ment, including the cost of goods sold, gross profit, and net income. And remember that the
ending inventory of one year is the beginning inventory of the next. This means that an error
in inventory valuation will carry over into the financial statements of the following year.

to happe™!
and Interna

There ar¢
pational stand

of goods §

IMPORTA

g Ending Inventory  To illustrate, assume that some items
of merchandise in a company’s inventory are overlooked during the year-end physical count.
As a result of this error, the ending inventory is understated. The costs of the uncounted mer-
chandise erroneously are transferred out of the Inventory account and included in the cost of
goods sold. This overstatement of the cost of goods sold, in turn, results in an understatement

of gross profit and net income.”

Two Years  An error in the valuation of ending inventory affects
ents of the current year but also the income statement for the fol- L08-5

Effects of an Error in Valuin

Inventory Errors Affect
not only the financial statem

lowing year.
Assume that the ending inventory in the first year is understa

described previously, the cost of goods sold of that year is overstate

gross profit and net income are understated.
The ending inventory of the first year then
year. An understatement of the beginning inve
goods sold and, therefore, an overstatement of gross p
su::g;?: that the oﬁginal error has exactly the opposi
overst te; geétl;s. Net income was understated by the amoun -
fimes said toyb i same amount in t,l}e second year. F:or this reason, inventory errors are some-

The fact tha‘t: foOlm_terbalancmg or"‘self~c'orrec.t1ng” over a two-year perlod:

ot lessen the cg setting errors occur in t.he financial statements of two successtve years dqes
leading effects o fnt;eq"eﬂceS of errors in inventory valuation. Rather, 1t exaggerates the mis-
e error on trends in the company’s performance from one year to the next.
In Exhibit 8-9 we summarize
succes ears. In this -

LEARNING OBJECTIVE
ted by $10,000 As we have Explain the effects on the

d by this amount, and both income statement of errors
in inventory valuation.

becomes the beginning inventory of the second
ntory results in an understatement of the cost of
rofit and net income in the second year.
te effects on the net incomes of the two
t of the error in the first year and

Effec
. ef::cgfoi"m‘s in Inventory Valuation: A Summary
exhibit e indi‘l: error in the valuation of ending inv OVELLWO
€ code lett ate the effects of the error on varioys
ctters U (understated), O (overstated), gl

ESS1VE

effects are | -
, off are ignored, the amount ofjtf
eCts are considered, the ariol
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EXHIBIT 8—-9
Effects of Inventory Errors

1086

LEARNING OBJECTIVE
Estimate the cost of goods
sold and ending inventory by

the gross profit method and

by the retall method.

Chapter 8 Inventories and the Cost of Goods Sold
‘ ’ Yearof  Fol

Wﬂﬂ‘—“*""iﬁw f wetver e
Beglnnmginventory ﬁi-/‘U
Cost of goods available for Gal@..oorrrreens . y
End;nglnventory ’ HE
Cost of goods GOl oo veeereremrmensens s ° 5
Grossproﬁt '''' y g
Netiaome-.+ -+ ;2
Owners’ equity aty Yearof  Following
Original Error: Ending Inventory Overstated - the Error Year
Beginning R TTEL NE
Cost of goods available for SEIE s 1 1o oo bt £ o o SSRGS L 1 e e NE ﬂ
g [VEIRORY o smasn s s s 137 m s e 22T 0 NE
Cost of goods GOl . » GosescBiBiE £ 8 ¢ » ¥ HRE ¢ v B IH &y mnt U 0
B (0] U
K DGO Bon 5 s+« » 38 92 bt o e e pumn o PEREAREETH T ,, o] U
Owners’ equity at year-end g eumongh 25§ femeenmi ] 1 £ b < <7 =R 82 - "o NE

ES FOR ESTIMATING THE COST
OF GOODS SOLD AND THE ENDING INVENTORY

Taking a physical inventory several times during a year would be expensive and time-
consuming. Therefore, if a business using a periodic inventory system prepares monthly or
quarterly financial statements, it may need to estimate the amounts of its inventory and cost of
goods sold except at the end of its annual period. One approach to making these estimates is
called the gross profit method; another—used primarily by retail stores—is the retail method.

TECHNIQU

THE GROSS PROFIT METHOD

The gross profit method is a technique for estimating the cost of goods sold and the amount
of inventory on hand. Using this method assumes that the rate of gross profit earned in the
preceding year (or several years) will remain the same for the current year. When we know
the rate of gross profit, we can divide the dollar amount of net sales into two elements:
(1) the gross profit and (2) the cost of goods sold. We view net sales as 100 percent. If the
gross profit rate, for example, is 40 percent of net sales, the cost of goods sold must be 60 per-
cent. The cost of goods sold percentage (or cost ratio) is determined by deducting the gross

profit rate from 100 percent.
When the gross profit rate is known, the ending inventory can be esti

ing procedures:

mated by the follow-

L. Determine the cost of goods available for sale from the accounting records of beginning
inventory and net purchases.

2. Estimate the cost of goods sold by multiplying the net sales by the cost ratio.

3. Deduct the estimated cost of goods sold from the cost of goods available for sale to find
the estimated ending inventory.

To illustrate, assume that Metro Hardware has a beginning inventory of $50000
d net sales ©©

Janu ;

$30,8(r))(’) iﬂunng the month of January, net purchases amount to $20,000 an o
lows that the ucme tha-t ttfe company’s normal gross profit rate is 40 percent of 1€t sales; 1t :
estimated as ost ratio is 60 percent. Using these facts, the inventory on January 31 may
as indicated in the following analysis.
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500dS available for sale:
Beginning jnventory, Jan. 1.l
Purchases,........------.-............‘..........l. .............. $50'000
Cost of goods availableforsale............... ... ... .. 20000
peduct: Ecimated costofgoods sold: $70,000
NEESAIES. +ocrvmrennrssmam s isiiiii i, $30,00
........ i [0]
Cost ratio (100% —40%) o oot 60%
Estimated cost of goods sold ($30,000 X 60%).............. 18,000 When gross profit 1
F 4 m ls
Estimated ending inventory, Jan. 31 . $52.000 fwown:
P P S Step 1 Determine cost of
) ) _ ) - goods available for sale
The grOSs profit m(?thod of estimating inventory has several uses apart from the prepara- Ste Jmmh
tion of interim financial statements. For example, if an inventory is destroyed by fire, the ’ sood:tszlt::ccggﬂﬁ
companty must estimate the amount of the inventory on hand at the date of the fire to file an (multiply net sales by
insurance claim. One way to determine this inventory amount is the gross profit method. Stopamﬁu:lﬁ::mcoss
The gross profit method can also be used at year-end after the taking of a physical inven- from the COGAS to
tory to confirm the overall reasonableness of the amount determined by the counting and pric- :'““dm I“"' matest iy

ing process. The gross profit method is not, however, a satisfactory substitute for periodically

taking an actual physical inventory.

THE RETAIL METHOD

The retail method of estimating inventory and the cost of goods sold is similar to the gross
profit method. The basic difference is that the retail method requires that management deter-
mine the value of ending inventory at retail prices. The retail value of ending inventory is then
converted to its approximate cost using a cost ratio.

To determine the cost ratio, a business must keep track of goods available for sale at both
cost and at retail prices. To illustrate, assume that Ski Valley has merchandise available for
sale costing $450,000 for the year, and that management offers this merchandise for sale to
customers at retail prices totaling $1,000,000. This means that Ski Valley’s cost ratio for the
year is 45 percent ($450,000 + $1,000,000). Ski Valley can use this ratio to convert the retail
value of its ending merchandise inventory to its estimated cost.

Assume that Ski Valley’s employees determine that inventory on hand at the end of the
year has a total retail value of $300,000. This amount is converted to cost using the 45 percent

cost ratio as follows:

a Goods available for sale at COSt.......... & B e e s 79 R ¢ <2 $ 450,000
b Goods available forsale at retail . . .....ovvenrnevecaeeers . U 1,000,000 ¢
¢ Costratiofa+b}......... v 3 4 3 8 A T TT LA T 45%
d Physical count of ending inventory priced at refail ...........cooee e 300,000
e Estimated ending inventory at cost[e X d]. .. ...ovvevernne by 5 e v v 850 8 3 3 5 $ 135,000

ory at its aver-

This application of the retail method approximates a valuation of ending invent
mate a LIFO

a : me ' :
vgf cost. A widely used variation of this method enables management (o estl
uation of ending inventory.

TNEXTBOOK” INVENTORY SYSTEMS CAN BE MODIFIED . ..
D THEY OFTEN ARE

to[;h:;;l;:f:e;n e ha\.ze described the basic chaf
ome busipe, practice, businesses often mogdif
. descﬁsbSeS also use different inventoryi
"ventory mg e(-j one modification in Chap#
COMmmon g P charge (debit) all purg
fication is to maintain perpetua
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of merchandise bough

keeping than a
information about §
statements and tax returns,
method, or 2 peri

Businesses SU¢
products on a daily or
maintaining a PErP

In summary, rea
But the undetlying prt

unting information is how it informs

The true value of acco :
nificant judgment and atten-

decision making. This requires sig :
tion to detail. However, what ultimately matters most is how

investors, creditors, management, and others are able to make
well-informed decisions based on fair and accurate informa-
tion. Much of that information is provided by the accounting
processes and information systems that underlie a company's

financial statements.

Inventory often is
But how liquid is this
into cash? As a step toward a
term creditors often compute

INVENTORY TURNOVER N :
al to the cost of goods sold

the largest of a company’s current assets.
asset? How quickly will it be converted
nswering these questions, short-

The inventory turnover is equ

divided by the average amoun
inventory plus ending inventory, divided by 2). This ratio
indicates how many times

in the course of a year the
company is able to sell the
amount of its average inven-
tory. The higher this rate,
the more quickly the com-
pany sells its inventory.

Lo8-7

LEARNING OBJECTIVE
Compute inventory turnover
and explain its uses.

i ? s SN
¢ Chidley/The Canadian Press/AP Images
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full-blown perpet

ales and inven
these companies might use the gross profit method, th
» HE retaj]

. and the ave
- are summarized as follows:

the inventory turnover. .~

¢ of inventory (beginning -

useful in evaluating the liquidity of

_ accounts receivable that result

T

ntories and the Cost of Goods Sold

t and sold, with no dollar amounts. Such s
. ystems require le
8§ record.

ual §ystem, and they still provide management ;i

tories. To generate the dollar amounts needed :’Vltfi.l usefy]
N financ;

al

odic inventory system.
h as restaurants o
weekly basis. In effect,
etual inventory system.
]-world inventory systems O
inciples remain the same.

ften update their inventory records by physicall .
they use frequent periodic counts as tgcfa‘;{m;:g
1S or

ften differ from the illustrations in a texthg k.
0

To illustrate, a recent annual report of Target shows a ¢
of goods sold of $51,278 million and average invento os;
$8,534 million. The inventory turnover rate for Target, t;);rg
fore, is 6.01 ($51,278 million + $8,534 million). We ma-
mber of days required for the company to selyl
its inventory by dividing 365 days by the turnover rate. Target
requires 61 days to turn over (sell) the amount of its average
inventory. The computation of Target’s inventory turnover
rage number of days required to sell its inventory

compute the nu

Inventory Turnover

 Cost of Goods Sold _ 351278 _ ¢4 4
- Average Inventory* _ $8,534 times
" Average Number of Days to Sell Inventory

Days in the Year _ 365
ys 11 _ days _ 61 days

: - Inventory Turnover  6.01 times

‘Avgrage Inventory = (Beglnnlng Inventory + Ending Inventory) + 2

find the inventory turnover

the company’s inventory
y use this computation :

Users of financial statements

Managers and independent auditors ma
to help identify inventory that is not selling well and that may

have become obsolete. A declining turnover indicates that
merchandise is not selling as quickly as in the past. Compa®
ing a company’s inventory turnover with that of competto®

is particularly useful in evaluating how effective 3 company ¥
at managing its inventory, ofte Jargest assets:

n one of its
RECEIVABLES TU RNOVER

Many businesses sell inventory On ac
sale of inventory often does not provide an i
of cash. To determine how quickly inventory i
cash, the number of days required 1© sell the inve
be combined with the number of days required 10 ¢
from the sale.

‘The number of days required collect accoun
able depends on a companY’s accounts receivd
This figure is computed by dividing net sales

count. T herefores the
mmediate sogrc
S converted in




J— receivable. Tpe number of days required to colle
e receivables then is determined by dividing 365 days th
the turnover rate. y

Length of the Operating Cycle
The operating cycle of a merchandising company is the aver.
age time period between the purchase of merchandise and the
conversion of this merchandise back into cash. In other words

the merchandise acquired as inventory gradually is converted
into accounts receivable by sale of the goods on account, and

YOUR TURN

value of the company’s inventory for use as collateral.

{See our comments in Connect.)

Assume that you are employed by GE Capital as a credit analyst, and that Waller Company is seek
ing to borrow money using its merchandise inventory as collateral. You have determinedythat tTle.
company’s inventory turnover is 3.6 times, and that the average time to sell its inventory is slightl
over 100 days. Assume that the company's inventory reported at cost is currently $3.2 million an:
that its gross profit as a percentage of sales is approximately 40 percent, Estimate the m;rket
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process of collection,

From the viewpo;
: point of short-
Operating cycle, the higher the q

terl'n creditors, the shorter the
uality .of the company's liquid
verted into cash more quickly.

Eat s

e

As discussed previously in this chapter, the valuation of inven-
tory and the cost of goods sold is of critical importance to man-
agers and to users of the company’s financial statements. The
two primary issues with regard to inventory valuation are exis-
tence and valuation.

In a well-known case of inventory fraud, the Securities and
Exchange Commission (SEC) brought an enforcement action
against an officer of MiniScribe Corporation related to his
involvement in overstating inventory reported in the company’s
balance sheet. The overstatement of inventory resulted in an
understatement of cost of goods sold and an overstatement of
pmﬁ“‘ reported in the company's income statement (MiniScribe’s
et income was actually inflated by $22 million, or 244 percent).
Mir[:ig?;;'bm being acquired by Maxtor Corporation,

ibe manufactured computer disk drives and its stock

ETHICS, FRAUD, & CORPORATE GOVERNA

NCE

[ R 0

was quoted on NASDAQ. The company had discovered *
a material shortfall in its inventory balance. Reporting
this shortfall would have increased the cost of goods sold
and reduced the company's net income significantly. So
MiniScribe concealed the shortfall from its independent §
auditors by taking a number of actions to inappropriately Fg
overstate its actual inventory balance. First, it recorded ay
fictitious transfer of nonexistent inventory from its head-
quarters to an overseas subsidiary. Second, it repackaged ‘
scrap items and obsolete inventory as if they were “good” @
inventory items. Third, it packed bricks into computer disk
drive boxes and shipped them to its distributors (these ship- 3
ments were still counted as inventory by MiniScribe until
the distributors sold the boxes).

S

B X A

@luding Remarks

B

lel the .

Bin ha‘lf:YSICifl]_movement of merchandise. Moreover, theiche
nthe :lglmflf:ant effects on a company’s incomg/sta

; ollowing chapter, we will see that a sif

tl\'e Met]
hods used to account for plant and equipmien

Throy ; :
methogt;:it this chapter we have learned about different inventory valuation metho
ased upon a particular assumption about cost flows and doe

iceof Ve

ds. Each
s not necessarily paral-




