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1) lswertory/Merchandioe/Goods/Stock(Natune :
Asset)
[tems purcbased for reaale

AdW’AS—Z:

[smventories are assets:

1. Held [or 1ale in e ordirany comse of business,

2. e process of production for such aale or

3.l Hee [orm of materials or snpplies 1o be corsumed in Y
Production process or in He rendering of sewices.
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3) Sﬂ&/& (Nﬁlww : RWW):

The price at whick e goods bave been
wold i3 ‘Sales’
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[ncome Statement for Trading Busimess-Condernaed

RWM: : R@.

Net Sales 500,000
Less: Cost of Goods Seld | (350,000)
Gross Profft/Loss . 150,000
ess: Operating Expemaes 5 (S0,000)

Net lncome / Loss 100,000



Operating Cycle

A OMmg ayo& (0C) A OW ayo& (0C)
sl To he A regeied for. el T the hags raquioed fo
4 business 1o rvenden e 4 business Te receiye
WMW@WMW WWW,WWWW,
He sale of e iriintory,  and collect caol from e aule

4
Accounting with Jaweed Hassan- ACMA,MBA




Operating Cycle-Servicing Business

Service Company

Feceive Cash Perfarm Services

Cash

Accounts
Receivable
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Operating Cycle-Trading Business

Merchandising Company

Receive Cash Buy Inventory

Merchandise
Inventory

Accounts
Receivable

Accounting with Jaweed Hassan-ACMA, MBA



Operating Cycle-Trading Business

/ \
Purclase of
fwwlo/»y
Rectivables
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of lrwertory



Codt Flow

Te e marmer i wlich cost
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Codt Flow

On Man S, 2022, iswestory o Re.200,000 was s0ld for Rs.300000.

General Ledger

Inventory
Cost of
2022 Cash 100,000 B Goods 200,000
Jan 1 Mar 5
Sold
Accounts
Feb S  Payable 300,000
Cost of Goods Sold
2022
Mar 5 Imventory 200,000
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Sales

2022
Mar 5

Cash

300,000



N

Perpetual lnvestory Periodic lventory
Systom Systom
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Porpetual liwentory Periadic liwentory System

System

High cost goods Low codt goads

Cout of rwventory can Codl of rwentory carnol be hactd any Lime. For lumowing The

be Waced sy Time  conl of nventorny, phuysical wentory o comnttd and corl

Costs of irwertory  Costs of rventory sold and winsold ane 1ol brnowsn entine

10ld ard wrold ane gan. In erder 1o buvow e cort of mventory sold, wrsold

fomewn utineg WWWWMMMMWMoﬂmoM

bccomnting yran,  mentory i dedeced [pom Tolal mventory 1o dnow codt of
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lwu-lmy Valustion Sydum

colenlaed amny Bime W“MM,M#WWW@%&MM
during He yean. ard (o1 YWl plysical ventony is 1o be Tater,
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