
MASB 2 Inventories 

MASB 2 Inventories puts in place an inventory standard for Malaysia as previously the MASB 
had not adopted IAS 2 Inventories as an approved accounting standard. In recognition that 
inventory can vary in type and patterns of flow MASB 2, similar to IAS 2, permits enterprises to 
select the inventory valuation method considered most appropriate to its particular 
circumstances. MASB 2 requires an enterprise to disclose the cost of sales or the operating cost 
applicable to revenue recognised as an expense during the period. The MASB has acknowledged 
the sensitivity to such disclosures in the case of certain enterprises and has provided limited 
exemptions in such cases. 

Highlights :- 

The scope specifically excludes construction contracts, financial instruments and livestock and 
agriculture as these are specialist activities and will be the subject of other standards. 

Exempt enterprises need not comply with some of the disclosure requirements contained in the 
Standard. 

Cost is defined to include all expenditures incurred to bring the inventories to their present 
condition and location. 

Inventories should be valued at the lower of cost and net realisable value (NRV) where NRV is 
the selling price less costs to complete the inventory and sell it. 

In situations where specific cost is not determinable, the benchmark treatment is to use FIFO or 
weighted average. Use of LIFO is permitted as an allowed alternative, but when LIFO is applied 
there should be disclosure of the lower of (i) net realisable value and (ii) FIFO/weighted average 
or current cost. 

The cost of inventory is recognised as an expense in the period in which the related revenue is 
recognised. 

If inventory is written down to NRV, the write-down is charged to expense. Any reversal of such 
a write-down in a later period is credited to income by reducing that period's cost of goods sold. 

Specific disclosures required by MASB 2 include the: 

• accounting policy for inventories; 
• carrying amount of inventories by category; 
• carrying amount of inventory carried at net realisable value; 
• amounts of any reversal of a write-down; 
• carrying amount of inventory pledged as security for liabilities, 
• cost of inventory charged to expense for the period; and 
• LIFO related disclosures mentioned above. 
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