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Course Introduction / Overview:

This immersive and highly focused training course provides a comprehensive and practical understanding of

financial accounting principles as they apply to inventory management and valuation. Inventory is often a

significant asset, and its proper accounting fundamentally impacts a company’s financial statements,

including the balance sheet, income statement, and statement of cash flows. Achieving accurate inventory

valuation, rigorous inventory control, and correct calculation of Cost of Goods Sold (COGS) is essential for

reliable financial reporting and effective internal decision-making. This program delves into critical cost

flow assumptions, such as FIFO, LIFO (where permitted), and Weighted-Average, meticulously examining

their effects on profitability and tax implications. Participants will explore complex issues like the Lower of

Cost or Net Realizable Value (LCNRV) rule, inventory obsolescence, and the internal controls necessary to

prevent inventory fraud. Drawing on established academic knowledge in the field, particularly as discussed

by authors like Steven M. Bragg in his work, Inventory Accounting: A Comprehensive Guide, BIG BEN

Training Center is proud to offer a curriculum that bridges theoretical accounting standards with real-world

practical application. The course emphasizes best practices for perpetual and periodic inventory systems,

covering everything from initial cost determination to financial statement disclosure, ensuring participants

can implement robust and compliant inventory accounting practices within their organizations.

Target Audience / This training course is suitable for:



Chief Financial Officers (CFOs) and Financial Directors.

Financial Accountants and Reporting Specialists.

Cost Accountants and Management Accountants.

Inventory and Supply Chain Managers.

Internal and External Auditors.

Financial Analysts and Controllers.

Business Owners and General Managers with P&L responsibility.

Target Sectors and Industries:

Manufacturing and Production.

Wholesale and Distribution.

Retail and E-commerce.

Logistics and Supply Chain Services.

Pharmaceuticals and Biotechnology.

Automotive and Aerospace.

Government Agencies and Equivalents.

Target Organizations Departments:

Finance and Accounting.

Internal Audit and Compliance.

Supply Chain and Logistics.

Procurement and Purchasing.

Operations and Production Planning.

Corporate Reporting and Treasury.

Course Offerings:

By the end of this course, the participants will have able to:



Apply advanced inventory valuation methods (FIFO, LIFO, Weighted-Average) to accurately

determine ending inventory and COGS.

Analyze the impact of different cost flow assumptions on financial statement metrics and key

performance indicators.

Implement effective inventory control procedures and internal checks to safeguard assets and

prevent inventory fraud.

Master the application of the Lower of Cost or Net Realizable Value (LCNRV) rule for inventory

impairment and write-downs.

Distinguish between perpetual and periodic inventory systems and select the most appropriate

system for their organization's needs.

Accurately compute all components of inventory cost, including direct materials, labor, and

overhead allocation, under various costing systems.

Prepare and analyze inventory-related disclosures in financial statements in accordance with

relevant accounting standards.

Utilize inventory performance metrics, such as inventory turnover, to optimize management

decisions and working capital.

Course Methodology:



This intensive training course employs a dynamic and highly interactive methodology designed to ensure a

deep and practical understanding of financial accounting for inventory valuation. The approach combines

instructor-led sessions with practical exercises, ensuring that theoretical concepts translate directly into

usable professional skills. Key training methods include detailed case studies drawn from various industries,

allowing participants to apply inventory valuation methods (like FIFO and Weighted-Average) to realistic

business scenarios and analyze the resulting financial statement impacts. There will be extensive use of small

teamwork exercises, encouraging collaborative problem-solving for tasks like cost accumulation and

LCNRV calculations. Interactive sessions will feature discussions on internal inventory control best practices

and strategies for mitigating inventory fraud risks. Feedback is instantaneous and constructive, provided both

by the instructor and peers after each exercise and practical application. The learning experience also

incorporates contemporary examples of financial reporting and disclosure to contextualize the information.

This blend of methods ensures a comprehensive grasp of Cost of Goods Sold calculations, inventory

obsolescence issues, and the overall role of the finance department in effective inventory management, all

within the professional and conducive environment of BIG BEN Training Center.

Course Agenda (Course Units):

Unit One: Foundations of Inventory Accounting and Costing



Definition, classification, and types of inventories (raw materials, WIP, finished goods).

Inclusions in inventory cost: purchase price, conversion costs, and other necessary expenditures.

Perpetual versus periodic inventory control systems and their accounting differences.

The impact of inventory valuation on the Income Statement and Balance Sheet.

Accounting for goods in transit and consigned goods.

Introduction to the different methods of cost flow assumption.

Key financial reporting standards for inventory.

Unit Two: Core Inventory Cost Flow Methods and Analysis

Detailed application of the First-In, First-Out (FIFO) method.

Detailed application of the Last-In, First-Out (LIFO) method and its global restrictions.

Detailed application of the Weighted-Average Cost method.

Comparative analysis of FIFO, LIFO, and Weighted-Average on Gross Profit and Ending

Inventory.

Journal entries for purchases, sales, and adjustments under each cost flow assumption.

Impact of inventory method choice on cash flow and tax liability.

Addressing issues of consistency in applying an inventory accounting method.

Unit Three: Inventory Impairment and Lower of Cost or Net Realizable Value
(LCNRV)

Understanding the principle of prudence and the need for inventory write-downs.

Defining Net Realizable Value (NRV) and its calculation.

Application of the Lower of Cost or Net Realizable Value (LCNRV) rule.

Accounting for inventory obsolescence and slow-moving items.

Methods for recording write-downs and subsequent reversals (direct vs. allowance method).

Estimating NRV for work-in-process (WIP) and raw materials.

Disclosures required for inventory impairment and valuation adjustments.

Unit Four: Inventory Control, Auditing, and Fraud Prevention



Establishing strong internal inventory control systems and segregation of duties.

The role of physical counts and cycle counting in maintaining inventory accuracy.

Procedures for identifying and preventing inventory fraud and theft.

Reconciliation of physical inventory to the ledger (inventory accounting records).

Auditing inventory: procedures, evidence, and common risk areas.

Measuring and managing inventory shrinkage.

Key performance indicators (KPIs) for evaluating inventory management effectiveness.

Unit Five: Advanced Topics and Financial Statement Reporting

Cost determination in manufacturing: absorption costing vs. direct costing.

Accounting for standard costs and variance analysis in inventory valuation.

Analyzing inventory turnover ratio and days sales in inventory.

The effect of errors in inventory accounting on multi-period financial statements.

Inventory-related disclosures and presentation requirements in financial notes.

Accounting for changes in inventory costing methods.

Review of best practices for strategic inventory management and decision-making.

FAQ:

Qualifications required for registering to this course?

There are no requirements.

How long is each daily session, and what is the total number of training hours for the
course?

This training course spans five days, with daily sessions ranging between 4 to 5 hours, including breaks and

interactive activities, bringing the total duration to 20 - 25 training hours.

Something to think about:



In an environment of continuously rising purchase prices, how does the choice between FIFO and LIFO

(assuming LIFO is permissible) fundamentally alter a firm's reported profitability, working capital

management, and subsequent strategic decisions regarding optimal inventory levels?

What unique qualities does this course offer compared to other
courses?

This course stands out by adopting a rigorous, purely financial accounting perspective on inventory

management and valuation, moving beyond simple logistics to focus on the numbers that drive financial

reporting integrity. Most programs touch on inventory accounting briefly, but our curriculum, offered by

BIG BEN Training Center, is structured to address the complex intersection of accounting standards, internal

control, and high-stakes financial analysis. We do not just describe the FIFO and Weighted-Average Cost

methods; we critically analyze their impact on reported net income, COGS, and tax liability through

immersive case studies. The deep dive into the Lower of Cost or Net Realizable Value (LCNRV) rule and

strategies for mitigating inventory obsolescence offers insights crucial for compliance and realistic balance

sheet representation. Crucially, the program places a strong emphasis on internal inventory control and the

prevention of inventory fraud, a topic often neglected, which is vital for auditors and controllers. By using a

sophisticated, academic yet practical language, the course empowers participants to not only perform

accurate inventory valuation but also to confidently explain and defend their accounting choices to

management and external stakeholders.


