Chapter 6- Inventory
Perpetual Inventory systems
· Inventory is continually updated: inventory purchases and sales recorded directly in the inventory account
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Periodic Inventory System
· Inventory is counted at the end of each year 
· Inventory purchases are debited to the purchases’ account
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· COGS is computed at year end
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Periodic System- Calculating COGS
· The purchase account and all contra accounts are closed out to zero
· The inventory account is adjusted to what the ending balance should be
· The amount to balance is equal to COGS


Example of Periodic System- Calculating COGS Example
Inventory	$250,000	
Purchases 	$1,650,000
Transpo-In	$18,000
Purchase returns and allowances	$25,600
[bookmark: _GoBack]Purchase discounts			5,800
An inventory count at year end shows that the ending inventory cost is $285,000. Prepare the journal entry to record COGS.
COGS
Inventory (285-250,000)
