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Inventory can be defined as a detailed list of all items that a company has in its stock. It is the merchandise that a company has at hand. It represents the largest current asset that a company has and that should be sold within a year. Under the U. S GAAP cost of goods (COG) is derived from raw materials, working in progress, and finished goods. Notably, this applies for the manufacturing but not the merchandising enterprises. Under full absorption, raw materials is the form of inventory that a company purchases with the aim of producing goods. Working in progress is the inventory that is included in the current production process. Lastly, finished goods is a form of inventory that is ready for selling. In this case, fixed overhead are allocated to each and every unit of good that is produced. Cost of goods sold is used to represent the cost of merchandise. COGs are included in the expenses section and is matched with the revenues obtained from sold goods. 

[bookmark: _GoBack]Johnson & Johnson is a registered corporate that manufactures pharmaceutical preparations. The company implements and takes care of the cost of goods by reporting it under the terms and regulations of the U.S GAAP. For example, the company has filled Form 10-K that is required by the United States Securities and Exchange Commission (SEC) to show the financial performance and condition of a business.  It ensure that full absorption is used while allocating fixed costs and that the right subsections of the costs are well stipulated. It implements inventory and COGs by maintaining a high corporate standard. As per the form 10k it recently filled the company's current assets have been in the rise as well as the cost of goods. Increased cost of goods is due to high costs of raw materials. Johnson and Johnson sets example on how to use the IFRS accounting standards to present the accounting for the COGs. For example, the company’s COG is referred to as cost of products and there is a section about inventories in the form that details how the costs of goods is calculated. By so doing the company confirms to the set guidelines that are set for the pharmaceutical companies in the country. 
