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The article is devoted to the features of recognition
and assessment of current assets in enterprises
and the problems of maintaining their records in
China. The issues of accounting of current assets
of enterprises with the aim of managing them are
highlighted. The accounting and stock accounting
methods in accordance with the International
Accounting Standards are investigated below.
In our opinion, improving the accounting of
inventories is important for their preservation
and rational use in the production process.
Inventories are usually created in the process of
the main production of the company. Therefore,
it is necessary to clarify what expenses for their
creation are considered direct and necessary
S0 as not to include unnecessary items in the
estimation of reserves. The lack of management
will lead the company to undertaking not
jointly agreed actions, which will result in the
occurrence of risky and undesirable situations.
Therefore, companies need to quickly solve their
spontaneous problems arising in the economic
activity, as this will help to ensure the formation
of reliable, sufficient, impartial information on
current assets for the management purposes.
Key words: current assets, IAS, accounting for
inventories, cost formulas, accounting.

Cmamesi nocssiujeHa 0COGEHHOCMSIM MpPU3Ha-
HUST U OYeHKU 060pOMHbIX akmusos Ha npeo-

npusimusix u rpo6sieMam BeOeHUs UX y4ema 8
Kumae. OcseujeHbl BOMPOCkI byxaa/imepcko2o
yd4ema 060poMHbIX akmusos npednpusimull ¢
ye/blo yrpas/ieHusi umu. YicciedosaHbl Beoe-
Hue yyema u Memoohk! y4ema 3aracos co2/1acHo
MEXOYHapOOHbIM CmaHoapmam ydema. Ynyy-
wieHue yyema 3arnacos uMeem BaXHOe 3Hade-
HUe B COXpaHEHUU U payuoHa/IbHOM UCM0/1b30-
BaHUU ux 8 npoyecce npousgodcmsa. 3anacs!
06bIYHO CcO30armcsi 8 MpPoyecce OCHOBHO20
rpou3soocmsa KOMMAaHUu ro3momy Heobxo-
OUMO YemKo MPOSICHUMb, Kakue 3ampambi
Ha ux co3zdaHue cyumamb MPSIMbIMU U HEO06-
XOOUMBIMU, 4MO6bI He BK/KYaMb B OUEHKY
3anacos /uwHee. Hedocmamok yrpasneHus
rpusedem K MOMY, Ymo KoMaHusi npeornpu-
Mem Hecoe/iacoBaHHble delicmsusi, Komopble
rpusedym K BO3HUKHOBEHUIO PUCKOBAHHbIX U
HexenamesbHbIX cumyayull. Mosmomy Kom-
naHusiM Heobxooumo 6bICmMpPO pewams C8oU
CrMOHMaHHble npobsieMbl, BO3HUKaWUe 8
3KOHOMUYECKOU dessime/lbHoCMU, MOCKO/bKY
amo nomoxem obecriequms  (hopMUpPOBa-
Hue docmosepHol, docmamoyHol, 6ecripu-
cmpacmHol uHghopmayuu 0 mMeKywux akmu-
Bax 07151 yenell ynpas/ieHusl.

KnioueBble cnoBa: 060pOMHble  aKmMuBbl,
MCBY, y4em 3anacos, crocobkl pacyema cebe-
cmoumMocmu 3arnacos, byxeasimepckul yyem.

Cmamms npucssiyeHa 0cob/1uBOCMSIM BU3HAHHST | OYiHKU 0GOPOMHUX akmusis Ha nionpueMcmsax i npobaem sedeHHst ix 0bniky 8 Kumai. BucsimaeHo
rumanHs1 6yxaa/imepcbko2o 06/1iky 060pOMHUX akmusis NionpueMcMB 3 Memoro ynpas/iHHA HUMU. [JocrioxeHo sedeHHs 06/1iky maMemodu 06/1iky 3aracis
BIOMOBIOHO 00 MiXKHaPOOHUX cmaHoapmis 0671iky. YOOCKoHa/1eHHs1 06/1iKy 3aracis Mae BaXX/1UBe 3Ha4eHHs1 8 30€PEXEHHI | payioHa/IbHOMY BUKOPUCMAHHI iX
B npoyeci BUPOBHUYMBA. 3anacu 3a3suyali CmsopIMLCS 8 MPOUECi 0CHOBHO20 BUPOOHUYMBA KOMITaHii, momy nompibHo Yimko 3'scysamu, siki 3ampamu
Ha iX CmBOpPEeHHs1 BBaXaromb MPSIMUMU | HEOBXIOHUMU, W06 He BK/IIoYamu 8 OUiHKY 3aliBo20. BukopucmosyroHu pisHi ghopMy/u OYiHKU 3aracis, MoXemMo
odepamu pisHi 3HaYEHHST Ba/108020 MPUBYMKY, a 0cob/IUB0 8 yMoBax iHgvisiyil. Jluwe 3a ymMoBu BukopucmaHHsi Memody FIFO cobisapmicmb 3arnacis
fpu cucmemi nepiodu4Ho20 ma MocmitiHo2o 06Ky € odHakosor. Lieli Memoo € Halibiiblie HadiliHUM 071 peasibHO20 OUiHIOBaHHS 3a/lULLKY 3anacis,
OCKi/IbKU (1020 3acmocyBsaHHs1 Hab/LXXye Bapmicmb 3aracis Ha 0amy 6asiaHcy 00 PUHKOBUX YiH, moMy 6i/ibLu 00CMOBIPHO BI00bpaxaembCsi Bapmicmb
akmusig nidrnpuemcmsa. O0HaK 0CHOBHULU Lio20o HedosTik nosisi2ae y B/UBI 308HILUHIX (haKmopi8 eKOHOMIYHO20 XXUMMST depxasu Ha MOKa3HUK Mpubymky
nionpueMcmsa. 11 HaslexHo20 BI00OPaKEHHS TOMOKIB 3anacig C/i0 Kopucmysamuch MmakuMu KpUmepisivu npu BU3Ha4eHHi Memody OUiHKU 3anacis:
BUXOOSHU 3 ICMOPUYHUX BUMpam; dompuMysamucs NpPUHYUMy 06’ekmusHocmi, Npasouso sidobpaxamu cobisapmicmb Mpodaxis;, 0oMpuMysamucsi
MPUHYUy po3cyo/1uBocmi, Wjob 81acHUKU bisHecy ma rnomeHyitHi iHsecmopu npuliManu PilUEHHS!, HACK/IbKU Ue MOX/IUBO, YHUKAaKHYU PU3UKY, WO
rpubymok 6y8 MakcumasabHUM. HesanexHo 8i0 moeo, sikuli Memod OYiHKU 3aracig BubUpae nionpueMcmBo, He0BXIOHO MPUlHAMU Halbiibw BuidHul
Memod 07151 nidnpuemcmsa BiOnosiOHO A0 lio20 BAAaCHUX yMOB ma PUHKOBO20 cepedosulya, sk ye 00380/1EHO BIONOBIOHUMU cmaHdapmamu. Hedosik
yrpas/niHHsA npu3sede 00 mMo2o, W0 KOMMaHisi 3p06ums Hey3200)KeHi Oii, siki Mpusedymb 00 BUHUKHEHHST PU3UKOBaHUX | HebaxaHux cumyayit. Tomy
KOMMaHisiM HEOBXIOHO WBUOKO BUPILLYBamu cB80i CrIOHMaHHI Npo6/1eMu, WO BUHUKaKMb 8 EKOHOMIYHIU Qisi/IbHOCMI, OCKI/IbKU Ue 00roMOoXe 3abe3nequmu
¢hopMyBaHHs1 00CMOBIPHOI, 00CMamHbOi, HeyrnepedxeHoi iHghopmayii Mpo NomMokHi akmusu 07151 yinel yrpag/iHHsI.

KntouoBi cnoBa: o6opomHi akmusu, MCEO, 0671ik 3anacis, cnocobu po3paxyHky cobisapmocmi 3anacis, 6yxeanmepcbkuli 06JTiK.

Problem setting. Inventory is an indispens-
able and important part of an enterprise’s current
assets, and the inventory of the enterprise is also
an important economic component of itself, includ-
ing the actual inventory of the enterprise, the quan-
tity of raw materials, the quantity of products under
production etc. The inventory management is an
important part of the internal control system of
enterprise. The reasonable selection of inventory
accounting method is one of the ways to strengthen
the effective inventory management of enterprise.
The inventory is an important part of current assets
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and directly affects the level of the enterprise
liquidity. The accounting for inventories is related
to the book value of assets in the balance sheet
and inseparable from the cost of sales calculation
in the income statement. Inventory measurement is
an important part of the inventory accounting and it
is of vital importance.

The analysis of recent research and publica-
tions. In practice, the inventory of the firm is con-
stantly changing, it is in a state of flow, and there is
a difference between the actual inventory and the
order of the original cost. Different authors also have
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different interpretations and understanding of the val-
uation method of the inventory accounting.

Guo Xuexin analyzed the changes of the new
accounting standards in four aspects of inventory
entry value, issuing an accounting method, ending
accounting and accounting items related to the inven-
tory accounting, and believed that the new account-
ing standards required more standardized accounting
requirements for enterprise’s inventory and ensured
that financial accountants of enterprises can provide
more valuable information [1].

Bao Na emphasizes influence of selection of an
inventory valuation method on corporate accounting [2].

Zhang Ailing believes that different inventory
accounting methods will produce different prof-
its and inventory valuation. The financial situation
of enterprises, operating results, financial indica-
tors, financing plans, investment decisions, etc.
will be affected to a certain extent. The selection
of inventory valuation method should be compared
and analyzed from multiple perspectives and in an
all-around way. It should be taken into full consid-
eration to maximize the advantages and avoid the
disadvantages, and maximize the benefits for enter-
prises within the scope of accounting standards and
income tax laws. Each company should select the
method of accounting for inventories, which is the
most suitable for them [3].

Task setting. The task of the research is to sum-
marize and analyze the methods for estimating
reserves permitted by the International Accounting
Standards, comparing them, which will help in the
future research and may become the basis for prac-
tical optimization by enterprises of their previously
chosen methods for assessing reserves.

Presentation of the main research material.
Inventory is the current assets of an enterprise. It
occupies a large proportion in the assets of an indus-
trial enterprise and a commodity circulation enter-
prise, and the accounting of inventory directly affects
the data of financial statements and the judgment of
the company’s financial status and operating results
[4]. In order to regulate the accounting of inventories,
the International Accounting Association approved
IAS 2 “The Valuation and List of Inventory under the
Historical Cost System” in October 1975, which spec-
ified the purpose and scope of accounting for invento-
ries, the definition, measurement and cost determina-
tion of inventory and revised it in the November 1993.
The inventory standards approved in 1975 have been
replaced by IAS 2[5].

IAS 2 “Inventory” contains the requirements on
how to interpret most types of the inventory. The stan-
dard calls for measuring inventories at the lower of
net realizable value (NRV) and outlines the accept-
able methods of determining costs, including specific
identification (in some cases), FIFO, and the weighted
average method.

China also promulgates “the Accounting Standards
for Enterprises — Inventory” in November 9, 2001,
which has been in effect for joint-stock companies
since January 1, 2002. On the one hand, the stan-
dards promulgated retain most of the inventory con-
tent of “the Enterprise Accounting Standards” and
“the General Principles of Corporate Finance”, pro-
mulgated in 1992. On the other hand, it also actively
absorbs the contents of the international account-
ing standards to adapt to the actual development of
our country, which stipulates that enterprises should
determine the actual cost of issuing inventory accord-
ing to the actual situation of various types of inventory.
The methods that can be used are individual iden-
tification method, first-in first-out method, weighted
average method, moving average method and last-in
first-out method, etc. For inventories that are not fun-
gible and those purchased or manufactured specifi-
cally for a particular item, it is generally appropriate to
determine the cost of the inventory issued by an indi-
vidual identification method. In 2006, the accounting
standards for business enterprise had some new pro-
visions on the inventory that is the enterprise should
use the first-in first-out, weighted average or individual
identification methods to determine the actual cost of
inventory for inventory of a similar nature and pur-
pose of inventory. The same cost calculation method
should be used to determine the date of the cost bal-
ance sheet for the issuance of inventory. The inven-
tory should also be measured in accordance with the
cost and the net realizable value, and if the inventory
cost is higher than the net realizable value, the pro-
vision for the inventory decline should be taken into
account and included in the current profit and loss [5].

Individual identification method is also known as
individual valuation method. The individual identifica-
tion method takes the actual purchase price of each
batch of goods as a method to calculate the cost of
sales. This method assumes that the cost flow of
inventory is consistent with the physical flow, identi-
fication, one by one, of the purchase or production
batches, to which each lot is shipped and to which
each ending inventory belongs, and calculation of the
cost of each lot according to the unit cost determined
at the time of purchase or production.

First-in first-out method. The FIFO method is a
method of amortizing costs between the inventory and
the cost of goods sold on the assumption that goods
purchased first are sold first. When sales occur, the
cost of goods purchased earlier is classified as the
cost of goods sold, so the closing inventory balance
reflects the cost of goods recently purchased.

The last-in first-out method is relative to the first-
in first-out method: the goods or products purchased
later will be issued first.

The moving weighted average method of inventory
valuation refers to the cost of each purchase with the
original stock inventory costs, divided by the quantity in
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each time and the sum of the number of original inven-
tory stock. It calculates the inventory of the weighted
average unit cost, based on cost formulas [7].

Combined with the above calculation analysis, we
can see the impact of various inventory cost account-
ing methods on the financial statements. If the com-
modity purchasing price remains unchanged, the
resulting inventory cost and the cost of goods sold
will be the same regardless of which inventory cost
accounting method is used. However, if the commod-
ity price changes, the inventory cost and the cost of
goods sold using different inventory cost accounting
methods are not the same.

The cost apportioned to the cost of goods sold
by the FIFO method is the least, so the gross profit
and the net profit are the highest. “Since the sales
revenue of the current inventory corresponds to the
cost of the inventory in the previous period, the cost
of the product being issued is underestimated, result-
ing in an inflated profit realized in the current period
and an overestimation of the value of the inventory at
the end of the period”. Because of the inflated prof-
its, it increases the corporate income tax burden, as
well as increased dividends to investors, resulting in
an increase in the amount of cash outflows. From
the perspective of financing, more profits, higher
inventory value, higher liquidity ratio means that the
financial situation of an enterprise is good, it can win
the public’s trust in enterprises, and enhance inves-
tors’ investment confidence [8]. In order to get more
bonuses, keep their jobs, or maintain their reputa-
tions, managers often want to have the higher cor-
porate profit levels. “In this case, if the cost of buy-
ing is rising, they will be more willing to use the FIFO
method to calculate the cost of inventory”.

“The use of the last-in first-out method is the most
cost-sharing of the cost of goods sold, so gross profit
and net profit is minimal, and this method can defer
partial income tax payments and temporarily reduce
the income tax burden on enterprises”. However, IAS
2 has eliminated the last-in first-out method. At pres-
ent, the European Union, Hong Kong, Russia and
other countries or regions have completely used the
international accounting standards or substantive
convergence, the United States accounting standards
are also constantly towards the direction of conver-
gence with the international accounting standards to
revise. The trend of convergence between account-
ing standards of different countries and international
accounting standards is also consistent in the provi-
sions of inventory valuation methods.

The proportion of the cost of goods sold by the
weighted average cost formula is between that by the
FIFO method and the LIFO method. It is more con-
venient to use this method to calculate the cost of
sending out the inventory. Moreover, when the price
continues to rise or fall, the weighted average unit
price can average out the measurement results and
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share the cost of sending out the inventory and car-
rying out the inventory more evenly. However, since
this method can only be carried out at the end of the
month, only the unit price, quantity, amount of income
materials and quantity of goods sent and stored in
the ending inventory can be recorded in daily life,
which is not conducive to the daily inventory man-
agement and control of enterprise [9]. The weighted
average method is only suitable for enterprises when
the price fluctuation is small. When the price fluctua-
tion is large, there is a large difference between the
weighted average unit price calculated by using the
weighted average method and the unit price of the
end of the inventory. It makes the end-period inven-
tory not accurate and reflected improperly.

The cost-sharing of individual identification method
often depends on what goods are sold. The individual
identification method is the most accurate and reason-
able inventory pricing method, the physical circulation
cost and the cost of inventory calculated by individual
calculation method are consistent and have real valid-
ity. However, this calculation method requires a large
amount of work, the operation is complex, can only
be applied to some enterprises with low inventory
quantity, high cost, and irreplaceable products, if only
for other large and medium-sized enterprises, this
and the same calculation of the same pricing method
in the balance of accuracy, lost a certain degree of
feasibility [10]. Different accounting methods have
different characteristics and have different effects on
financial situation. When the first-in first-out method
is used, the cost of inventory is close to market value
when the price change is relatively large. However,
the relevant financial ratios are not accurate enough.
The weighted average method accounts for the rela-
tive average of the unit cost of inventory, the inven-
tory cost is not easy to be manipulated, and when the
price is unstable, there are some differences between
the book value of inventory and the fair value, and the
financial ratio calculated from it is also different from
the actual value [11]. An enterprise may use any of the
above four methods of accounting for inventory cost,
provided that it must state the method of accounting
for inventory cost in its financial statements or in the
notes to the financial statements.

The financial information of an enterprise is of
great significance to the enterprise’s relevant busi-
ness decision-making and the relevant personnel. In
the production and operation activities of enterprises,
financial information is one of the most important
contents of enterprises, and inventory pricing meth-
ods are more important in accounting policies, and
different choices have an important impact on the
financial affairs of enterprises. Under the condition of
inflation, the enterprise chooses the first-in first-out
pricing method, which will make the reflected finan-
cial information exaggerate the enterprise’s operating
profit, and lead to the enterprise’s economic situation
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reflected by the financial information of the enterprise
to deviate from the real situation. It causes the eco-
nomic value expressed by it to be greatly reduced,
thereby causing the loss of the economic interests
of the stakeholders. In addition, this approach can
be used by the managers concerned as a means of
manipulating performance and artificially adjusting
sales performance in order to achieve their intended
objectives, which can seriously damage the quality of
financial information [12].

When using the first-in first-out method for inven-
tory valuation, the inventory at the end of the period
must be calculated in accordance with the later
method, very close to the cost amount of the work-
ing day, so that the enterprise’s asset calculation
becomes more reasonable. Moreover, if the problem
of inflation occurs in the market, this method can be
used to accurately match the amount of the previ-
ous inventory with the actual operating income, and
then calculate the size of the gross profit. Finally, the
gross profit value should pay income tax and dividend
amount after the elimination, the actual recovery cost
of the enterprise will be reduced to a certain extent,
but in the actual price level, the enterprise cannot
reset the same amount of inventory, so that the opera-
tion of the enterprise will be a problem, the size of the
enterprise will be reduced, it cannot be expanded [13].

Different inventory pricing methods will directly
affect the determination of inventory value at the end
of the period and the calculation of sales cost, which
will have an impact on the enterprise’s profit, tax bur-
den, cash flow, financial ratio, etc. The purpose of the
enterprise’s inventory is: in addition to the profit from
the external sales, to maintain operations and repro-
duction. In this process, the cost of the inventory is
converted into production costs or sales costs, man-
agement costs, etc. In contrast, the main purpose of
an enterprise’s inventory is to achieve external sales,
in which the cost of the inventory is converted into the
cost of sales, the choice of pricing method directly
affects the cost of sales, operating results and taxable
income, thus having a vital impact on the income tax
due on the enterprise. The choice of pricing method
has the function of regulating financial leverage in
enterprise tax payment, which can be called “tax reg-
ulator”, which achieves the purpose of deferring tax
payment by adjusting the total profit of different fiscal
years. If the first-in first-out method is used, the cost
of sales is carried forward by the opening inventory
cost and the early purchase cost, when the price level
continues to rise, its book value is lower than the mar-
ket value, the cost of sales is relatively low, and the
sales price of the product is determined by the market
price, sales revenue will increase, because the cur-
rent sales gross profit is relatively high. Current sales
revenue subtracts early cost of sales, which inflates
the total profit, known as “inventory profit”, increases
taxable income and increases income tax expenses.

This valuation method cannot match the current
income with the current cost, which violates the prin-
ciple of prudence in the accounting standards. On the
contrary, in the case of continuously low prices, it will
make the taxable income amount low and have the
effect of deferred tax payment [14].

The difference of inventory valuation method is
caused by the inconsistency between inventory cost
flows and physical object flow and the difference of
actual cost of homogeneous inventory. The inventory
circulation includes both the physical and the cost
transfer. “In general, the cost of outsourcing or home-
made inventory is inconsistent with the cost of the
goods sold, thus creating a problem of the distribution
of the inventory costs between the inventory and the
sales”. In order to properly reflect inventory flows, the
following criteria should be adhered to in determining
the method of inventory valuation:

— based on historical costs;

— adhere to the principle of objectivity, truthfully
reflect the cost of sales and ending inventory value;

— adhere to the principle of prudence, to ensure
that business owners and potential investors make
decisions, as far as possible to avoid risk, so that the
return maximizes.

The choice of inventory accounting method mainly
considers two factors, first of all, the characteristics of
inventory and its management requirements, and the
second is tax planning. No matter which method of
inventory valuation an enterprise chooses, it is nec-
essary to adopt the most advantageous method for
the enterprise’s operation according to its own condi-
tions and the market environment, as permitted by
the relevant standards.

Conclusions based on the conducted
researches. The accounting method of inventory
plays a vital role in the development of enterprises,
and the choice of enterprise inventory accounting
method has a great impact on the financial informa-
tion, business results and taxation of enterprises.
Because the accounting method of inventory cannot
be changed at will, its choice affects the long-term sur-
vival and development of the enterprise. Therefore,
the enterprise should choose the suitable inventory
accounting method according to the characteristics
of different inventory accounting methods and the
development of the enterprise itself and the change
of external market price. Only the optimal inventory
valuation method that conforms to the enterprise’s
own situation will promote the development of the
enterprise, while the inventory valuation method that
is inconsistent with the enterprise’s own develop-
ment may lag behind the development. Therefore,
companies should be encouraged to improve inven-
tory accounting methods to maximize the economic
benefits, to ensure that the management decisions
can avoid risks as much as possible, so as to maxi-
mize the interests of enterprises.
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