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Tax Treatment for Stock I1n Trade
FER o ?
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Do we report the value of inventory as there are in-store?
FREZ P HERMKRE DY
If we gift our stocks to others or use them ourselves, should
we simply deduct its cost?
EEANTHECHT, BREEIECOStELF 17

How is the cost of inventory calculated?
WM EFERAI R AR
f How much to buy and how much to keep?
BELED, KED?
Accounting doesn't work like this!

KT AEXHH!
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MEtEEEEFER?

X/

«» Cost of acquiring the stock in trade or its market value

Ny

X/

% IRB allows the inclusion of costs incurred to bring the stock in trade into the

appropriate condition and location \‘
o g

<+ AR BHEEh S biEx<NEEA
Specific items of stock in trade q E
s Only the cost or its market value, whichever lower HH

s E.g.: Immovable properties, marketable securities, etc. M
* REMEH TN

*|RB — Inland Revenue Board

Market Value? was sold in a transaction between independent persons dealing at arm’s length.
MM R FRRREIN/ZHNIE, TRURIEERRR, RAFWABRIANLS MBS

N REZERNTE, ‘ .

What is > According to IRB, market value of an item refers to the price that the item would fetch if it

(RS =D
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Estimated

Selling
Price

Reinstated[k
than c\ost/

market value if
NRV is lower
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Estimated
Cost to
sell

\

Add Back

The Concept of NRV in Accounting is
NOT acceptable in Tax treatment!
Accountant {11 =
IRB %2 net realizable value!

WNERIREY cost A NRV i1E,

estimated cost of selling =% 0B XHy!

NRV (Net
realizable
value)

Net Realizable Value (NRV) is defined as the estimated
selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs

necessary to make the sale.
It refers to the net amount that an entity expects to realise

for the sale of inventory.
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S A Withdrawal of Stock for Own Use

THHAFR

Scenario:

Person A took a stock in trade which costs

RM5,000 from her/his business. The market Just deduct the stock in trade at cost? NO!
value of the stock in trade is RM10,000. HIENBA? AT

She/he has recognized the withdrawal of stock
in trade at cost value.

Solution:
Person A shall treat the RM10,000 of market

value as gross income instead of the cost
value of the stock in trade.

AT REIREI S LA

“The market value of the stock in trade shall be treated as
gross income from the business in the year of assessment.”
(paragraph 24(2)(a) of the ITA)
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Scenario;

T Sdn Bhd, a television manufacturer
withdraws a television from its stock in trade to

place it at the office lobby. This is part of its It's for office use, do we still need
customer service amenities and marketing value it at market price? YesS!

strategy. RTElfx WHEER
Solution: HINEBEA? ERY!

T Sdn Bhd has to account for its stock in trade
withdrawn for use in its business. The market

value of the television at the time of withdrawal
IS treated as gross income of the business for
the relevant year of assessment.

However, it can be claimed as capital allowance if the item is
still used at the end of the relevant year of assessment.
182 EE claim CA %/
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EFREATAR

What about as donation to charitable organization?

S LA B EFIBRAA?

No, you may not deduct straight from cost. However, donations are tax deductible.

N
AF7, AiLdonationBE FNFH M ! {?

Withdrawal for Sponsorship
ﬁﬁl _—E1§FFII:II:I

What about to use as sample/give away to promote the product?
B maa AN = PR

That is not allowed either. :.\'
AT &
° 0
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FRATHAMmRELIRA

What if | transfer my stock in trade between two distinct business activities?

EFEATHAER?

You will still need to treat it as a disposal and account the sales at market value.

thFEICTIZALSEIE 7, A market value = A &\

Reclassify the stock in trade as Other Assets
FHER LKA MR =

What if | reclassify the stock in trade into property, plant & machinery?
BEREDENAS R’

[ ]
You will still need to treat it as a disposal and account the sales at market value. E-\'

WFEEIETTHSEE T, F market value 2 iBUA.

o0
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Contact Us
B Kuala Lumpur (HQ) FEEE @ Johor Office B Penang Office &1 B Sabah Office #'E
Tel - - 03-7981 1799 Tel :07-362 9000 Tel :04-226 7210 Tel -088-231790
Fax - - 03 - 7980 4794 Fax - 07 -562 9090 Fox - 04-226 2212 Fax : 0B8 - 266 842
Email - kvale-lumpuri@ecovis.com.my Email : [chor@ecovis.com.my  Email : penang@ecovis.com.my  Email : sabohi@ecovis.com.my

For more information, please visit:
https://www.ecovis.com/my/

&
Follow and Like us on our Facebook Page for more updates! n
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