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Loss of Stock

Important point

Step 1 :- Stock on the date of fire
a) Prepare memorandum trading account from the beginning of year up to the date of fire. 
b) Memorandum trading account is based on physical movement of goods.
c) Abnormal transactions should be recorded separately.
d) Overvaluation and undervaluation should be removed.
e) Errors should be rectified.
f) Prepare last year’s Trading Account to find out GP% (if not given).

Step 2 :- Calculation of Loss of stock
a) Stock on the date of fire 						XXX
b) Less : Salvage value 						XXX
c) Loss of stock 								XXX		

Step 3 :- Calculation of claim amount

Apply average clause

Policy amount X      Loss of stock
 Stock on the date of fire
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