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Abstract:

The problems of inventory valuation were still controversial among
accountants due to the many international and local accounting standards and the
valuation methods resulting from them. Consequently, the consequences of
choosing any of them differ on the income and financial position of the business
enterprises as well as the amount of tax due to them. Accounting regulators have
given the inventory component special importance due to its impact on the income
and financial position of the business. The objective of this paper is to examine
both IAS No. (2) and Rule No. (5) regarding the choice of mnventory valuation
methods and their impact on calculating the cost of goods sold, and evaluating
inventory at the end of the accounting period and its disclosure in the financial
statements in accordance with international and local accounting standards. This in
tum reflects the tax payable by the business. The research relied on the mnventory
data relating to one of the products of company (X) that produces home furnitures.
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One of the main findings of the research is that the correct choice of any method of
inventory valuation will have a significant impact on the accuracy of the cost of
goods sold in the income statement and the value of inventory in the balance sheet
and the reflection on the amount of tax due.
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