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INTRODUCTION

Background of Study

- These project paper will basically discussed on
the reguirements of I.A.S 2 for the valuation of stocks.
Discussion will also included -the Standard Statement of
Accounting Standard 9 (SSAP 9) since the IAS 2 accords
closely with the content of this SSAP. Compliance with this
standard will also ensure compliance with the 1as.1  com-
parison with other Accounting standards may be done to find
any similarity or differences regarding stock valuations of
the respective standards. The standards will be studied
thoroughly in order to understand the requirements of the
standard and also to determine the practicability of them
towards the preparation of a true and fair financial state-
ment. In making these discussion interesting and realistic,
the valuation of stock of a toy manufacturing company will
be studied.

The first discussion will be on the valuation of
stock as what it has been required in the IAS 2. Secondly
,the discussion will move on to the effect of each methods
of the costs formula on the stock valuation which this, will
also bring the basic understanding of the methods used in
stock valuation. Finally, which is the integral part of the
project paper , are concerned with the analysis of stock
valuation basis used by Aragan Toys (M) Sdn. Bhd. in order
to determine whether all reguirements of I.A.S 2 have been

fully satisfied or not.



Background of Company selected

The name of the company selected is Aragan Toys
(Malaysia) ©Sdn. Bhd. The company have an issued and fully
praid share capital of $ 1,000,090 and the profit before tax
of $ 638,102 for the year end 1991 ( apprendix 1 ). The
company’ s principal activity as stated in the Directors”
Report 1is manufacturing and exporting of‘stuffed toys and
related products. Reasons for choosing this company is due
to the nature of its inventories, which as a manufacturing
company are made up of raw material, work in progress and
finished goods. For this type of company, stock valuation is
always more complicated than it is in a retailing company
since there are several process needed to transform the raw
material to finished goods. Therefore problems will always
come about regarding matter on how the cost should be
allocated to the inventories consisting work in progress
and finished goods at the year end.

According to the notes to the accounts of the
company financial statement, historical cost system is used
as their accounting basis and their stocks are stated at
the lower of cost or net realisable value and are costed on
the first in first out basis( appendix 1 ). The notes also
stated that the cost includes the actual cost of materials
and 1incidentals cost in bringing the stocks into store and
manufactured stocks, it also includes labour and appropriate

production overheads. The question arised here is does the



