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Inventory      ٟذاسبة أى١ٍضِٞ                                                                                     اٌّخضْٚ اٌسٍؼ/ لسُ اٌّذاسبة/    (1) 

Your goals for this chapter are to learn about: 

1.Define Inventory and identify major classifications of inventory. ٓجؼش٠ف اٌخض٠ٓ ٚجذذ٠ذ الاصٕاف اٌشئ١س١ة ٌٍخض٠                                                                                                         

2.Accounting for Inventory  ٓاٌّذاسبة ػٓ اٌخض٠ 

3. Distinguish between perpetual and periodic inventory systems. اٌح١١ّض ب١ٓ أظّة اٌجشد اٌذٚسٞ ٚاٌّسحّش                                                                                                              

4.Define inventory costing methods. ٓجؼش٠ف طشق وٍفة اٌخض٠ 

5.Calculate inventory cost under the perpetual inventory system using various costing methods.   ادحساا

 وٍفة اٌخض٠ٓ فٟ ظً ٔظاَ اٌجشد اٌّسحّش باسحخذاَ طشق اٌىٍفة اٌّخحٍفة

6.Calculate inventory cost under the periodic inventory system using various costing methods.  ادحسا  وٍفة

اٌجشد اٌذٚسٞ باسحخذاَ طشق اٌىٍفة اٌّخحٍفةاٌخض٠ٓ فٟ ظً ٔظاَ   

7.Explain the effects of inventory costing methods on the Financial Statements.  ششح جاؤذ١ش طاشق اٌىٍفاة اٌّخحٍفاة

                                                                           ػٍٝ اٌىشٛفات اٌّا١ٌة

Inventory is considered a current asset because a company normally sells it within a year or within its 

operating cycle  . For a merchandising company, inventory consists of all goods owned and held for sale 

in the regular course of business.  

ِحذاٌٚااة لاْ اٌشااشوة ػاااده جب١ؼااٗ ةااوي اٌساإة اٚ اٌااذٚسه اٌحشاات١ٍ١ةة ٌٍشااشوة اٌحجاس٠ااة ٠حعاآّ اٌخااض٠ٓ وااً اٌبعااائغ ٠ؼحبااش اٌخااض٠ٓ ِٛتااٛدات 

 .اٌٍّّٛوة ٚاٌّذحفع بٙا ٌتشض اٌب١غ فٟ دٚسه اٌحشت١ً الاػح١اد٠ة ٌوػّاي

Because manufacturing companies are engaged in making products, they have three kinds of inventory:  

 ٚلاْ اٌششوات اٌصٕاػ١ة جصٕغ إٌّحجات ٌذ٠ٙا ذوخ أٛاع ِٓ اٌخض٠ٓ

 Raw materials (goods used in making products) (اٌّٛاد الا١ٌٚة )اٌبعائغ اٌّسحخذِة فٟ صٕغ إٌّحجات 

 Work in process (partially completed products) ٌىاٍِة تضئ١ابعاػة جذث اٌحشت١ً )إٌّحجات ا ) 

 Finished goods ready for sale. اٌبعاػة اٌجا٘ضه ٌٍب١غ 

 

Accounting for Inventory ٓاٌّذاسبة ػٓ اٌخض٠  

The primary objective of inventory accounting is to determine income properly by matching costs of the 

period against revenues for the period . As you can see in Illustration below, in accounting for inventory, 

management must choose among different processing systems, costing methods, and valuation methods. 

These different systems and methods usually result in different amounts of reported net income. Thus, 

management’s choices affect investors’ and creditors’ evaluations of a company, as well as internal 

evaluations, such as the performance reviews on which bonuses and executive compensation are based: 
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اٌٙذف الأساسٟ ٌٍّذاسبة ػٍٝ اٌّخضْٚ ٘ٛ جذذ٠ذ اٌذةً بشىً صذ١خ ػٓ طش٠ك ِطابمة جىا١ٌف اٌفحشه ِمابً الإ٠شادات ٌٍفحشهة وّا جشْٚ فٟ 

اٌشسُ اٌحٛض١ذٟ أدٔاٖ، فٟ اٌّذاسبة ػٓ اٌّخضْٚ، ٠جب ػٍٝ الاداسه الاةح١اس ِٓ ب١ٓ ِخحٍف أٔظّة اٌؼ١ٍّات، طشق دسا  اٌحىا١ٌف، ٚطشق 

ة ٘زٖ الأٔظّة ٚاٌطشق اٌّخحٍفة جؤدٞ ػاده اٌٝ الابوؽ ػٓ ِباٌؾ ِخحٍفة ٌصافٟ اٌذةًة ٚ٘ىزا، جؤذش اةح١اسات الإداسه ػٍٝ جم١١ُ اٌحم١١ُ

ةاٌّسحرّش٠ٓ ٚاٌذائ١ٕٓ ٌٍششوة، فعو ػٓ اٌحم١١ّات اٌذاة١ٍة، ِرً جم١١ّات الأداء اٌزٞ جسحٕذ ػ١ٍٗ ِىافآت ٚاتٛس اٌّٛظف١ٓ  

Notice that the goods available for sale are ―allocated‖ to ending inventory and cost of goods sold . This 

means that allocating $1 less of the total cost of goods available for sale into ending inventory will 

necessarily result in placing $1 more into cost of goods sold (and vice versa). Further, as cost of goods 

sold is increased or decreased, there is an opposite effect on gross profit. Thus, a critical factor in 

determining income is the allocation of the cost of goods available for sale between ending inventory and 

cost of goods sold as in Illustration below: 

لادع أْ اٌبعاػة اٌّؼذه ٌٍب١غ "جٛصع" ب١ٓ اٌّخضْٚ اةش اٌّذه ٚجىٍفة اٌبعاػة اٌّباػةة ٚ٘زا ٠ؼٕاٟ أْ جخصا١د دٚلاس ٚاداذ ٌٍّخاضْٚ اةاش 

ه، ارا جىٍفاة اٌبعااػة اٌّباػاة صادت اٌّذه سٛف ٠ؤدٞ باٌعشٚسه إٌٝ اػطاء دٚلاس أورش ٌحىٍفة اٌبعاػة اٌّباػة )ٚاٌؼىس باٌؼىس(ة اضافة ٌزٌ

أٚ ٔمصث، ٕ٘ان جؤذ١ش ػىسٟ ػٍاٝ اٌاشبخ الإتّااٌٟة ٌٙازا، فااْ اٌؼاِاً اٌذاساُ فاٟ جذذ٠اذ اٌاذةً ٘اٛ جخصا١د جىٍفاة اٌساٍغ اٌّحاداة ٌٍب١اغ با١ٓ 

 اٌّخضْٚ اةش اٌّذه ٚجىٍفة اٌبعاػة اٌّباػة وّا فٟ اٌّراي اٌحٛض١ذٟ أدٔاٖ

 

Distinguish between perpetual and periodic inventory systems  اٌح١١ّض ب١ٓ أظّة اٌجشد اٌذٚسٞ ٚاٌّسحّش                                                                                                            

Companies use one of two types of systems for maintaining accurate inventory records for these costs—

the perpetual system or the periodic system. 

ٔظاَ اٌجشد اٌذٚسٞ ٚٔظاَ اٌجشد اٌّسحّش –جسحخذَ اٌششوات ٚادذ ِٓ ٔظا١ِٓ ٌودحفاظ بسجوت ةض٠ٓ دل١مة   

1-   Perpetual System: اٌجشد اٌّسحّش 

A perpetual inventory system continuously tracks changes in the Inventory account. That is, the 

accounting features of a perpetual inventory system are as follows: 

 :٠ححبغ ٔظاَ اٌجشد اٌّسحّش اٌحت١شات فٟ دسا  اٌخض٠ٓ بشىً ِسحّشة ٌٚٙزا فاْ ةصائد ٘زا إٌظاَ والاجٟ

1.Purchases of merchandise are debited to Inventory. ٠جؼً اٌّخضْٚ ِذ٠ٓ بّشحش٠ات اٌبعاػة  

2.Freight-in is debited to Inventory. Purchase returns and allowances and purchase discounts are 

credited to Inventory. ٠جؼً اٌّخضْٚ ِذ٠ٓ بىٍفة ِصاس٠ف إٌمً ٌٍذاةً، ٚدائٓ بّشدٚدات ِٚسّٛدات اٌّشحش٠ات                                    

3.Cost of goods sold is debited and Inventory is credited for each sale.  فاٟ واً ػ١ٍّاة ب١اغ ٠ساجً ل١اذ ججؼاً وٍفاة

                                                   اٌبعاػة اٌّباػة ِذ٠ٕة ٚاٌّخضْٚ دائٓ

4.Subsidiary records show quantity and cost of each type of inventory on hand.  سجوت اضاف١ة جب١ٓ و١ّاة ٚوٍفاة

                                                                  وً ٔٛع ِٓ اٌخض٠ٓ فٟ اٌّخضْ
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The perpetual inventory system provides a continuous record of the balances in both the Inventory 

account and the Cost of Goods Sold account.  ٠ؼطٟ ٔظاَ اٌجشد اٌّسحّش جسج١ً ِسحّش لاسصذه وً ِٓ اٌخض٠ٓ ٚوٍفة اٌبعاػة

     اٌّباػة

                                                   

 

2- Periodic System ٞاٌجشد اٌذٚس 

Under a periodic inventory system, a company determines the quantity of inventory on hand only 

periodically, as the name implies. ٞفٟ ظً ٔظاَ اٌجشد اٌذٚسٞ جذذد اٌششوة و١ّة اٌخض٠ٓ باٌّخضْ بشىً دٚس  

1.Purchases of merchandise are debited to Purchases. ٠جؼً دسا  اٌّشحش٠ات ِذ٠ٓ بّشحش٠ات اٌبعاػة    

2.Ending Inventory determined by physical account. ٍٟ٠ذذد ةض٠ٓ اةش اٌّذه باٌجشد اٌفؼ 

3.Calculation of Cost of Goods Sold: جذحسب وٍفة اٌبعاػة اٌّباػة باٌّؼادٌة اٌحا١ٌة 

 Beginning inventory    100,000   

 Adds                                                + 

  Purchases, net                         800,000 

= Cost of Goods available for sale =   900,000 

    Subtracts      Ending inventory -   125,000 

                          Cost of goods sold   =  775,000 

(100,000+ 800,000= 900,000 – 125,000 = 775,000)  

Under a periodic inventory system, the cost of goods sold is a residual amount that depends on a 

physical count of ending inventory. This process is referred to as ―taking a physical inventory.‖ 

Companies that use the periodic system take a physical inventory at least once a year. 

١ٍّاة با  فٟ ظً ٔظاَ اٌجشد اٌذٚسٞ وٍفة اٌبعاػة اٌّباػة ٟ٘ اٌّبٍؾ اٌّحبمٟ اٌزٞ ٠ؼحّذ ػٍٝ اٌجشد اٌفؼٍٟ ٌخض٠ٓ اةش اٌفحشهة ٠شاس اٌٝ ٘ازٖ اٌؼ

 ." اةز اٌّخضْٚ اٌفؼٍٟ" ٚاٌششوات اٌحٟ جسحخذَ اٌجشد اٌذٚسٞ جمَٛ بؼ١ٍّة اٌجشد ٌٍّخضْٚ ػٍٝ الالً ِشه ٚادذه فٟ اٌسٕة

 

Illustration1:  Faris Company had the following transactions during the current year: 

Beginning inventory  100 units at $ 6  = $600 

Purchases              900 units at $ 6      = $5,400 

Sales               600 units at $12  = $7,200 

Ending inventory  400 units at $6  = $2,400 
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Instruction: Records these transactions under the perpetual system and the periodic system 

 

 Perpetual Inventory System     اٌجشد اٌّسحّش                     Periodic Inventory System ٞاٌجشد اٌذٚس 

Beginning inventory, 100 units at $6  

The Inventory account shows the                                          The Inventory account shows the inventory        

inventory on hand at $600.                                                                                         on hand at $600.  

 

Purchase 900 units at $6 

Inventory                 5,400                               Purchases                       5,400 

  Accounts Payable    5,400                               Accounts Payable           5,400 

--------------------------------------------------------------------------------------------------------------------------- 

Sale of 600 units at $12 

Accounts Receivable             7,200                       Accounts Receivable     7,200 

                Sales                        7,200                         Sales                 7,200 

--------------------------------------------------------------------------------------------------------------------------- 

Cost of goods sold                 3,600                                        (No entry) 

   Inventory                 3,600 

End-of-period entries for inventory accounts, 400 units at $6 Inventory (ending)   2,400.                                      

The account, Inventory, shows the  

Inventory (beginning )             600 + 

Purchases                                  5400 

=                                                 6000  

Cost of goods sold                    3,600      ٠طشح                                      

 = ending balance                    2,400                                             

($600 + $5,400 - $3,600= 24,00).                                            

 

Define inventory costing methods ٓجؼش٠ف طشق وٍفة اٌخض٠ 

How the cost of ending inventory was determined? A general rule: Inventory should include all costs 

that are ―ordinary and necessary‖ to put the goods ―in place‖ and ―in condition‖ for their resale. 
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: اٌّخضْٚ ٠جب أْ ٠حعآّ ت١ّاغ اٌحىاا١ٌف اٌحاٟ ٘اٟ "ػاد٠اة ٚضاشٚس٠ة" ٌٛضاغ و١ف ٠حُ جذذ٠ذ جىٍفة اٌّخضْٚ ٔٙا٠ة اٌّذه؟ ٚاٌماػذه اٌؼاِة

 .اٌبعاػة "فٟ ِىاْ" ٚ "فٟ داٌة" لإػاده ب١ؼٙا

Once the unit cost of inventory is determined via the preceding rules of logic, specific costing methods 

must be adopted. A company must adopt an inventory costing method (and that method must be applied 

consistently from year to year). The methods from which to choose are varied, generally consisting of 

one of the following: 

طشق جىٍفة ِذذدهة اٌششوة ٠جب أْ جؼحّذ طش٠ماة وٍفاة ِخاضْٚ ٚداٌّا ٠حُ جذذ٠ذ جىٍفة اٌٛدذه ِٓ اٌّخضْٚ ٚفما ٌٍماػذه اٌسابمة، ٠جب اػحّاد 

 :)٠ٚجب أْ جطبك ٘زٖ اٌطش٠مة باسحّشاس ِٓ سٕة إٌٝ أةشٜ(ة اٌطشق ٌوةح١اس ِٓ ب١ٕٙا ِحٕٛػة، ٚجحىْٛ ػاده ِٓ ٚادذه ِٓ اٌطشق اٌحا١ٌة

1.Specific identification method: uses the specific cost of each unit of inventory to determine ending 

inventory and to determine cost of goods sold. In this method, the company knows exactly which item 

was sold and exactly what the item cost. 

ٌّاذه ٚجذذ٠اذ جىٍفاة اٌبعااػة اٌّباػاةة فاٟ طش٠مة اٌحذذ٠ذ إٌٛػٟ: جسحخذَ اٌحىٍفة اٌّذذده ٌىً ٚدذه ِٓ اٌّخضْٚ ٌحذذ٠ذ اٌّخضْٚ ٔٙا٠اة ا .1

 .٘زٖ اٌطش٠مة، جؼشف اٌششوة باٌعبط اٞ اٌٛدذات جُ ب١ؼٙا ِاٟ٘ وٍفة اٌٛدذه باٌحذذ٠ذ

2.Average-cost method: relies on average unit cost to calculate cost of units sold and ending inventory, 

the business computes a new average cost per unit after each purchase. Average cost is determined by 

dividing total cost of goods available for sale by total units available for sale. 

حساب ِحٛساط وٍفاة طش٠مة ِحٛسط اٌحىٍفة: جؼحّذ ػٍٝ ِحٛسط جىٍفاة اٌٛداذه ٌذساا  جىٍفاة اٌٛداذات اٌّباػاة ٚاٌّخاضْٚ ٔٙا٠اة اٌّاذه، ٠ٚذ .2

 .ٚدذه تذ٠ذ بؼذ وً ػ١ٍّة ششاءة ٠حُ جذذ٠ذ ِحٛسط اٌحىٍفة بمسّة إتّاٌٟ جىٍفة اٌسٍغ اٌّحادة ٌٍب١غ ػٍٝ إتّاٌٟ اٌٛدذات اٌّحادة ٌٍب١غ

3.First-in, first-out (FIFO) method: the oldest cost (i.e., the first in) is matched against revenue and 

assigned to cost of goods sold. Conversely, the most recent purchases are assigned to units in ending 

inventory. 

طش٠مااة ِااا٠شد اٚلا ٠صااشف اٚلا )فااا٠فٛ(: اٌٛدااذات اٌمذ٠ّااة )اٞ اٌذاةٍااة اٚلا( ٘ااٟ اٌحااٟ جمابااً بااالا٠شادات ٚجؼاا١ٓ ٌىٍفااة اٌبعاااػة اٌّباػااةة  .3

ذ٠را جؼ١ٓ ٌٛدذات اٌّخضْٚ اةش اٌّذهٚباٌؼىس اٌٛدذات اٌّشحشاه د . 

4.Last-in, first-out (LIFO) method: is just the reverse of FIFO; recent costs are assigned to goods sold 

while the oldest costs remain in inventory. 

فٛ اٌىٍف اٌذا١ٌة جؼ١ٓ ٌىٍفاة اٌبعااػة اٌّباػاةة ب١ّٕاا اٌٛداذات طش٠مة ِا٠شد اةشا ٠صشف اٚلا )لا٠فٛ(: ٟ٘ جّاِا ػىس اٌطش٠مة اٌسابمة فا٠ .4

 .اٌمذ٠ّة جبمٝ فٟ اٌّخضْٚ

The value assigned to ending inventory is the result of two measurements: quantity and cost. Under the 

periodic inventory system, quantity is determined by taking a physical inventory; under the perpetual 

inventory system, quantities are updated as purchases and sales take place. 

ي اٌم١ّة اٌّخصصة ٌّخضْٚ ٔٙا٠ة اٌّذه ٟ٘ ٔح١جة لاذ١ٕٓ ِٓ اٌم١اسات: اٌى١ّة ٚاٌحىٍفةة جذث ٔظاَ اٌجاشد اٌاذٚسٞ، ٠احُ جذذ٠اذ اٌى١ّاة ِآ ةاو

ٔظاَ اٌجشد اٌّسحّش، ٠حُ جذذ٠د اٌى١ّات وٍّا جذذخ اٌّشحش٠ات ٚاٌّب١ؼات اٌجشد اٌفؼٍٟة فٟ ظً . 
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Calculate inventory cost under the perpetual inventory system using various costing methods  ادحساا  وٍفاة

       اٌخض٠ٓ فٟ ظً ٔظاَ اٌجشد اٌّسحّش باسحخذاَ طشق اٌىٍفة اٌّخحٍفة

To illustrate how each inventory costing method is used under the perpetual inventory system, the 

following data will use for the transactions in first month of operations: 

  مات ةوي اٌشٙش ِٓ اٌؼ١ٍّاتلا٠عاح و١ف١ة اسحخذاَ وً طش٠مة ِٓ طشق اٌخض٠ٓ فٟ ظً ٔظاَ اٌجشد اٌّسحّش سحسحخذَ اٌب١أات اٌحا١ٌة ٌٍصف

Illustration1 

Samer Company began July, 2011 with 2 DVDs (Basic Excel Training DVD) in inventory. It had 3 DVDs 

at the end of July. The company plans on selling each DVD for $80 to its customers. Table below gives 

the inventory data for DVD: 

 

 July.1  Inventory   2 units @ $40 each 

      5     Purchase    6 units @ $45 each 

     15    Sale     4 units .       

     26    Purchase    9 units @ $47 each 

     31   Sale    10 units . 

Instructions: computes the ending inventory and cost of goods sold for the month ended July, 2011, assuming 

the company used the following cost flow assumptions under the perpetual inventory system: 

1- Average Cost 

2- FIFO 

3- LIFO 

 

1- Perpetual Inventory Record – Average Cost        اٌىٍفةطش٠مة ِحٛسط  -ٔظاَ اٌجشد اٌّسحّش  

Date 

Purchases Cost of Goods Sold Inventory on Hand 

Quantity 
Unit 

Cost 

Total 

Cost 
Quantity 

Unit 

Cost 

Total 

Cost 
Quantity 

Unit 

Cost 

Total 

Cost 

July   

1 
      2 $40 $80 

5 6 $45 $270    8 43.75 350 

15    4 $43.75 $175 4 43.75 175 

26 9 47 423    13 46 598 
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31    10 46 460 3 46 138 

31 15  $693 14  $635 3  $138 

 

As noted previously, after each purchase, Samer Company computes a new average cost per unit. For example, 

on July 5, the new average unit cost is as follows: 

معدل كلفت الىحدة الجديد يحسب  5/7كل عمليت شراء فان الشركت تحتسب معدل كلفت جديد للىحدة الىاحدة. مثلا في كما تم الاشارة اليه سابقا بعد 

 كالاتي:

of balance Cost   +  Purchases of  Cost 

Quantity of  Purchases + Quantity of balance    

             Total cost of   Number of             Average cost  

               inventory on hand              units on hand                 per unit 

July 5   $80 + $270 = $350  ÷    8 units  =  $43.75 

 

The goods sold on July 15 are then costed out at $43.75 per unit. On July 26 when the next purchase is made, 

the new average unit cost is as follows: 

 يحسب كالاتي:عندما يتم شراء جديد للبضاعت فان المعدل الجديد  62/7للىحدة وفي  43.75$تحسب كلفتها بمعدل  55/7ثم البضائع المباعت في 

Cost of   Purchases  +   Cost of balance  

Quantity of  Purchases + Quantity of balance    

             Total cost of   Number of             Average cost  

               inventory on hand              units on hand                 per unit 

July 26         (4 x $43.75) + (9 x $47)   ÷       4 + 9 units  =       ? 

  175 + 423 = 598          ÷         13 units           =           $46 

Journal Entries under Average Costing       ل١ٛد ا١ِٛ١ٌة ٚفما ٌطش٠مة ِحٛسط اٌىٍفة 

Average Cost Journal Entries (All purchases and sales on account) 

SAMER COMPANY JOURNAL  

Date 2011 Particulars Debit Credit 

July 5  Inventory ............................................................  

   Accounts Payable ............................................  

 (Purchased inventory on account 6 x $45) 

270  

 270 



67 

 

 

 

 

 

 

67 

    15  Accounts receivable ...........................................  

   Sales Revenues ................................................  

 (Sales on account 4 x $80) 

320  

 320 

    15  Cost of Goods Sold ............................................  

   Inventory .........................................................  

 (Cost of Goods Sold 4 x $43.75) 

175  

 175 

   26  Inventory ............................................................  

   Accounts Payable ............................................  

 (Purchased inventory on account 9 x $47) 

423  

 423 

    31  Accounts receivable ...........................................  

   Sales Revenues ................................................  

 (Sales on account 10 x $80) 

800  

 800 

    31  Cost of Goods Sold ............................................  

   Inventory .........................................................  

 (Cost of Goods Sold 10 x $46) 

460  

 460 

 


