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Part 1 Financial Reporting: Concepts, Financial Statements, And Related Disclosurest] 1 The Environment Of
Financial Reporting [ 2 Financial Reporting: Its Conceptual Framework [1 3 The Balance Sheet And The
Statement Of Changes In Stockholders’ Equity[] 4 The Income Statement And Statement Of Cash Flows [1 5
Additional Aspects Of Financial Reporting And Financial AnalysisPart 2 Financial Reporting: Asset Measurement
And Income Determinationd 6 Cash And Receivables[] 7 Inventories: Cost Measurement And Flow Assumptions
[0 8 Inventories: Special Valuation Issues [J 9 Property, Plant, And Equipment: Acquisition And Disposal [J 10
Depreciation And Depletion[d 11 Intangibles Part 3 Financial Reporting: Valuation Of Liabilities And Investments
(1 12 Current Liabilities And Contingenciesl] 13 Long-Term Liabilities And ReceivablesC] 14 Investments Part 4
Financial Reporting: Stockholders' Equity[] 15 Contributed Capital[] 16 Earnings Per Share And Retained
EarningsPart 5 Financial Reporting: Special Topics[] 17 Income Recognition And Measurement Of Net Assets

[ 18 The Statement Of Cash Flows [J 19 Accounting Changes And Errors
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Finished Goods InventoryFinished goods inventory includes the completed manufactured products awaiting

sale. The inventory includes the same three cost components as the goods in process inven-tory, but all the costs are
combined into a single cost per unit for all the completed units.[] The inventory cost that a company reports on its
balance sheet is the final amount thatresults from a series of steps. First the company must decide what items to
include in theinventory and count the physical inventory quantities. Then it must determine the costs ofthe units it
purchased or produced during the accounting period, taking into considerationthe costs for freight-in and the
reductions for purchases discounts, returns, and allowances. The company uses a cost flow assumption to allocate
the costs of the beginning inventoryplus the units purchased or produced during the year between the ending
inventory andthe cost of goods sold. We discuss each of these steps in the following sections.Inventories of Service
CompaniesA service company generally doesn't have a physical inventory that is material. However, it often has an
"Inventory" of services that it has provided but not yet billed. For ex-ample, a company that provides computer
consulting services will pay its employees eachperiod but may only bill its services when certain "contract
milestones” are reached. Thecompany has an inventory of "unbilled services provided" that it reports as an asset,
andthen recognizes as an expense when it recognizes the revenue.
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