Perpetual Inventory & FIFO
Perpetual inventory is a continuous method of recording stock as it moves in and out of business. Stock Cards are used to record. Purchase = IN and Sales = OUT. So now we have two records of keeping track of stock – the Ledger and the stock card. FIFO (First IN First OUT) is a method of finding the value of stock (stock valuation). The examples below demonstrate the use of perpetual inventory using FIFO method of valuation.
It is assumed that the stock that was purchased first is sold out first. 

Example:

1/3/03

Purchased 20 TV’s at $100 each

2/3/03

Purchased 30 TV’s at $120 each

3/3/03

Purchased 10 TV’s at $150 each.

4/3/03

Sold 5 TV’s at $200 each. (Which TV’s were sold? That is, what is CP of TV’s sold)
5/3/03

Sold 20 TV’s at $200 each.

	Stock Account
	
	Stock Card                                      Stock: TV

	Cab                      2000
	COS                      500
	
	
	
	IN
	OUT
	BAL

	Cab                     3600
	COS                    2100
	
	1
	Purchase
	20
	100
	2000
	
	
	
	20
	100
	2000

	Cab                    1500
	
	
	2
	Purchase
	30
	120
	3600
	
	
	
	30
	120
	5600

	
	
	
	3
	Purchase
	10
	150
	1500
	
	
	
	10
	150
	7100

	
	
	
	4
	Sales
	
	
	
	5
	100
	500
	15
	100
	

	
	
	
	
	
	
	
	
	
	
	
	30
	120
	

	
	
	
	
	
	
	
	
	
	
	
	10
	150
	6600

	
	
	
	5
	Sales
	
	
	
	15
	100
	1500
	
	
	

	
	
	
	
	
	
	
	
	5
	120
	600
	25
	120
	

	
	
	
	
	
	
	
	
	
	
	
	10
	150
	4500

	
	
	
	*
	Stock gain
	1
	100
	100
	
	
	
	1
	100
	4600


Further, at the end of the year two more things are done: 

1. Schedule of Stock Cards – is used to reconcile the stock cards with the Stock Account. This helps o find out if there are any errors in our recording. The balance in the Stock account and the Schedule must be the same – to show our recording was accurate.
	SCHEDULE OF STOCK CARDS

	Stock
	Value

	TV
	4500

	Radio
	0

	Balance as per Stock ledger Account (if they are same)
	4500


2. Second thing that needs to be done is a physical stock count. That is, actually counting the stock. This is to check if the stocks are really there as the Stock ledger account and stock cards are showing us. The stock take can reveal three different values – same as the records (Ledger and Stock cards), more (stock gain – it’s a revenue) than the records or less (stock Loss – Expense) than the records. Do nothing if it is same. You need to make an adjustment in your records (ledger and stock card) if the stock-take reveals different results. For example, stock count revealed $4600 worth of stock – it is a stock gain. Make an adjusting entry.
	
	Stock
	100
	

	
	Stock Gain
	
	100

	
	(adjusting entry for stock gain)
	
	


The Complete Picture:
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