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Distinguish between inventory and non-inventory 
products
Describe first-in, first-out inventory valuation
Set up, order, receive and sell products
Perform inventory adjustments
Create product-related reports

Learning Objectives



Inventory Management
 Inventory encompasses…
 purchasing, tracking and selling products
managing waste, loss
 reporting on asset value, direct costs

QBO uses first in, first out (FIFO) inventory cost 
method
The Cost of Goods Sold (COGS) account increases 
when an inventory item is sold
The difference between revenue and direct cost = 
profit
Non-inventory products are inventory items you 
don’t need to track



Inventory Management (cont.)

Bundled inventory  ̵  a group of items for sale that 
has the same base price as all items individually
 Price of a bundle can’t be changed; base price is same 
as for all items individually
A bundle can contain 50 items max
 To reduce price of a bundle, add discount to invoice or 
sales receipt

Adjust inventory as needed



Inventory Purchases

Send a purchase order (PO) to a supplier when 
you want to purchase a product/service
POs are used for inventory 
and non-inventory products
A supplier may add expenses 
to a PO for shipping, 
delivery, etc.



Inventory Sales
Selling inventory…
…requires a Sales form with a product/service; no 
categories
…is like selling a service

Use the Credit Memo form to apply credit to open 
invoices when:
A customer returns an item
A customer was overbilled

Use a Refund Receipt when refunding cash, debit 
or cheque that has been paid



Inventory Reports

A Physical Inventory Worksheet is used to show 
what’s in stock vs. what QBO shows as quantity 
on hand
An Inventory Valuation provides info on inventory 
movement
 There are 
Summary and 
Detail versions
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