
Inventory Valuation Methodology Overview 

Date: [Insert Date] 

To: [Recipient's Name] 

From: [Your Name] 

Subject: Overview of Inventory Valuation Methodology 

Dear [Recipient's Name], 

I hope this message finds you well. This letter aims to provide a concise overview of the current 

inventory valuation methodologies employed within our organization. 

1. First-In, First-Out (FIFO) 

The FIFO method assumes that the first items added to inventory are the first sold, which can 

result in lower cost of goods sold during periods of inflation. 

2. Last-In, First-Out (LIFO) 

The LIFO method assumes that the latest items added to inventory are the first sold, potentially 

offering tax advantages during inflationary periods. 

3. Weighted Average Cost 

This method calculates the cost of goods available for sale and divides it by the total units 

available, resulting in an average cost for each unit sold. 

4. Specific Identification 

This method involves tracking each specific item in inventory and assigning a cost to it, 

commonly used for high-value or unique items. 

Our choice of methodology impacts our financial statements and tax obligations and aligns with 

the applicable accounting standards. 

Please feel free to reach out if you have any questions or require further clarification on our 

inventory valuation practices. 

Best regards, 



[Your Name] 

[Your Position] 

[Your Contact Information] 


