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50. Stock-in-trade
< allowed a deduction for the cost of stg
(1) Alpe‘sc’eg :; i}, the person in a tax year for the pur
rade ISP ess income included in gross income.

Ck-in.
Posgy

f stock-in-trade disposed of by.a person in g (
wﬁ’&ﬁﬁfxﬁa in accordance with the following formula ax

(A+B)-C
where -

A s the opening value of the person’s stock-in-trade for the
year,

B is the cost of stock-in-trade acquired by the person in the
year, and

C is the closing value of stock-in-trade for the year.

(3) The opening value of stock-in-trade of a person for a tay
year is-

(a) the closing value of the person's stock-
in trade for the previous tax year; or

(b} if the person commenced to carry on business in the
year, the fair market value of any stock-in-trade

acquired by the person prior to the commencement of
the business

(4) The fair marketl value of stock-in-trade referred to in

paragraph (b)‘of subsection (3) is determined at the time the
stock-in-trade is ventured in the business.

(8) The closing value of a person's stock-in-trade for a tax

year Is the lower of cost or fair ma
rket value !
stock-In-trade on hand al the end of the year. Sl PR

(6) A person accounting for income tax purposes-

(@) on a cash basis
stock-in-trade on ,umay compute the person's cost of

cost method; ang '& prime-cost method or absorption-

(b) on an acerual b

stock-in-trade o atls, shall Compute the person's cost of

n the absorption-cost method.

) 1 ‘
Parlicular items  of Stock-in-trade are not readily
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IFjenlifiable. a person may account for that stock on the first-in-
firsl-oul method or the average-cost method but, once chosen,
a slock valuation method may be changed only with the written
permission of the Commissioner-General and In accordance

with any conditions that the Commissloner-General may
Impose.

(8) In this section, -

‘absorption-cost method” means the generally accepted
accounting principle under which the cost of an item of stock-in-

trade is the sum of direct material costs, direct labour costs, and
factory overhead costs;

“average-cost method” means the generally accepted
accounting principle under which the valuation of stock-in-trade
is based on a welghted average cost of items of stock on hand;

“direct labour costs” means labour costs directly related to the
manufacture or production of stock-in-trade;

“direct material costs" means the cost of materials that become
an integral part of the stock-in-trade manufactured or produced,

or which are consumed in the manufacturing or production
process,

“factory overhead costs” means the total costs of manufacturing
or producing stock-in-trade, other than direct labour and direct
malerial cosls;

“first-in-first-out method” means the generally accepted
accounting principle under which the valuation of stock-in-trade
is based on the assumption that stock is sold in the order of its
acquisition;

“prime-cost method” means the generally accepled accounting
principle under which the cost of stock-In-trade is the sum of
direct material costs, direct labour costs, and variable factory
overhead costs;

“stock-in-trade” means anything produced, manufactured,
purchased, or otherwise acquired for manufacture, sale, or
exchange, and Includes any materials or supplles to be
consumed in the production or manufacturing process; and

“variable factory overhead costs” means those factory overhead

costs which vary directly with changes in the volume of stock-In-
trade manufactured or produced.
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