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mucntou_,a It meang the Lefrover/unso\d goods  held oy the busivess on a  certain date,.

Valuation *- It mean¢ measurement  of  estimation of the worth of the Zﬂventow



NeC Realicoble Valme
The may \gex valme o 9oads.
Net Reolisable Vame = Expetted selima Price —Expected Seling Expense,.

Erample # 1
The Q{ouowﬁag detat)s velabig to invenlory 18 qvett . (aleulake the tofal value
of wiventory to be withuded. i final occowds.
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Rt the end of Jmonual year u?lven);o"g Was volwed. ot st of $60,000.
Later £ wal oliscovered. that tcluded in nvenkory valwation, oe b wilLLs
Which, eath tost $30 ond normally sells for $350 LhThey ore now
domaged. and. can only be sold. for §350 each ofter tncurring total. vepau
tost of $u00. Galewlote the valle of vettiory.

Qalukion,
ost of damaged. wnils = $330 x6 = $ 1330

Net Reodusable Valme

n

Etpetted seling Price -Enpected. Selling Epeqse.
($350%6] -$U00
$ 1100

"

Vol of Trwenkory = 60,000+ 1100 -1,330
= $ 59180



Erample # 3

A husimess finantiad yeor ended. o 315t December, 2018. The accowntant whs
oway sitk and therelore tnvelory ¥ abualion taok. ptate on 5 Juwory, 3019
and. ol thal datc,inucmova was vodued ok $62000 Tronsactions 4rom

31 Dec - 5T Jan are s follows -

&
L. Soles 9.900
3. Purchases 14,000
3. Sales Rekurng 6,600
u. Purchase Returas 5,000
5. (ood< withdrawa@n fov personal use 560

Soles ond sales refarns ore Given of selling price whith &s Gost plss markwp of
ARY S Prepare, 6 statemenk shouo(nﬂ the valwe of chfntprd on, 31t December,Q018.
20 [ vargin-
Noy_'lg;'n,s
Sales = ot 7 906 = $3320 value o] goods sold on Cost Price.
1357, 1357.

6600 = $5380 soles retuins on Cost Prite.

(57
Solutioq $
Tnventory of valuokion on, 5% Jan . ba.,000
+ Sales (at cost) 1,930
(=) Puichases (14,000)
€Y sales reburs (at cost) (5,320)
t purchase returms 5,000
+ qoads withdrawn, 560
Invmtonj ok valsakion on, 3I5Dec. 56,200
at cost ol Cost +
+ ) 400d.¢
S‘N es Soles Returns wctt‘dxw»rb
= | | | 1
4tn Jam, purchases purthok 315 Do,
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Pex yent

Under thic invexkory valwakion systeau, inuerbory Yecords oxe updaked ofter

every sa)e and puschase bransaction , thak meons the vertory i< updated on
continuous s,

PeriodiC [h,umtg[a Valuakion, Systenm,
Uadey this system of venkory volwakion, 'urweﬂlonj tS Coufited.or voled. ot the
end. of peviod (¢4 week, month year) vother than ot Continuows Dasis,

Methods of \wventory \ aduakion,

A< per 1S & (nventory Can be valwed of under hiFo ond AVCO.A business
entity Camot fotlow LIFO metnod. of irventory valwakion,.

Fifo - Fast {a Frrst Ouk

Under tng method of (nvenko ry vabsakion, ik is nssu.Med. thak inventory purchased
first wilbe sold first and. the left over inventory will alweys be the one purchasad
o the latest.

Disat 1n times of YEs(ncj prices, inventory vawakion, wader FiFo Jives @ higher valug
of iventory leading to reduction un, tog: of soles and. higher gross projiLwhich ead
to higher “taxation.
AvCo - Averaqe Cost g

Under this methed. o} invertory yalnakion ,iteme wre not volued. of different
tosts vather the [nventortes ore valued ok Lveraqe valakion which ic colawlaked
0.s %om)u)s s

Weightaqe average vate = vollie of opeqing inventory + yale of pyrehases
units of opering inventory + units of puschaser.




Erample

The }olww(n\c’ d etaiks ase given reloting to iﬁve%tor\xj:

/i/Jlm
AG Jan,

N Jan,

Jan,
A Taa
A5 Jua,
8 Jan

AT

00 unls ok Cost @ $5 Junl > 200 x $ 5= $1000 6pening inventary
purchated 300udls @*t unl - 300x$7-$2100
Sold 360 S @ $20 Juaf - Selling frice
purchased. 500 wils @ $10funls — 500 * $16 =$ 5000
sotd. 40 unirs @ $ 20/ unil - selting Price
purchased 300 unite @ $13 fuml — 200 x $13+ 32660
Sold 150 wulS @ $20 fund - selting Frice
purchased. S0utits @ $15/wil — 50 x $15 =P 356
unitsto 5g purchasa! OLS0
x(alculake, closing tuvenbory undey Fifo and AVCO mett\o&mS both Perpct\ml,———‘

360 x $20 = 3100

420 x$A = $3400

130% $20 = $30G6

Sales 13600

and. pefiodit Systems. UQ0 uaits 360 unics
140 yait . 200 units 160 units
Fifo - Perpetual @tx S ig%"m @45 @$3
lnyentony < heet
Date Purch.ases Sales /Tesue Balamce VaJue (%)
gortity | Rate () | Quantity | Rabe($) | Quanticy | Rake (4)
1Jam| — - -~ = aoop 5 1000
10Tan| 300 g - — —200 5 1600
| /[7 300\ 1 3100 & QTOO
15 Jan — - &00‘{‘// 5
160 1 g fuo 4 9%0
19 Jam, 900 10 - — —>{uo 1 980
| ,/[— S 900 10 5980 é-sgoo
Al Tam - -~ 1uo e 3
R0 10 AR ) 10 9300
A5Jan| 00 13 20 10 2100
| \// S 00 13 U800 4200
2% Jaml - — 150 10 10 10 420
, 900 13 3300 €T3600
T 50 15 — - 10V 10 100
00 13 agoo
> S0 15 4'—!939 é-‘:;—go
Clas Inq (N4

Nate :'ln inventory sheel sale and purchase¢ wil be rewrded ab cost price
ond. gelling price. wilk be ignored.



lncome  Statement = FIFO Perpetual

% B
Sales [ 360+ Y30+ 150 - A30 waits x £20] 18600
¢) (ot of Sales
09@\\‘(\3 inv. (200units x $5] | 000
+ purchasks 16u50
©) cleging V. @) (3400)
(1r6ss prafid 11200

Note: ln Income  statement  sales will be recorded at seuinﬂ prce.
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