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F .A 5 T Intro to Cost Accounting

CA Ayl Sharmn EEEE—

01 INTRO TO COST ACCOUNTING
CHAPTER
@COST AN MANA?EMENT Ac:oourm?
! | | l
cost COSTING MANAGEMENT CosT
Actual o All Hhe _ALCOUNTING MANAG EMENT
Netiomat exp  techwmiques Colleckion ofy the Using mqmt
ncurved or or process Znpjo relevomtb accouwh'hg
attvibutable Whidh are Jor planmvg . Concepts for
to ;.Pe,db.,'.-_ vsed Yo cowl‘falll'vlg and Planm’nﬂ, i
preduck or ascertaiv dedsion Mah’\aj Mman 1 tor'y
qq-f\n'-l}) cost ; Cohl'ﬂ’lh'nj
Cost

@ OBJe€cTivES OF COST MANAGEMENT

l ! | 1
AsSCeRTAIN  DETERMINE COST COsT ASS1SST
cosT SP £ PRoFIT  CoNTRoL REDUCTION MgmT IN
LDEL] Slow
MAI:IN?
@ TyPes OF cosT (NATure /€LemenT)
l l |
MAT&IlaIAL &Mplw VEE gxPlews £S
J | | ] | l
AIRECT  [Na|RecT DIRECT INAIRECT DIREcr INAREgCT
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Intro to Cost Accounting
First attempt soecess tutorlal ]

__Img Note
All the Tndirect expemces dre clubbed under the umbrella

ob OVERHEADS or we can club all the Dudireet cost
under bawver °b ovenhe ads and Svb - ca.l‘e.aorl'scal inko !-
l ] 1
PRoAVCTION OH ALMIN OH SE.LLINSo oH
DISTRIBUTION 0OH

FAcTORY OF

@ Types of cosT (BEHAviovr/vARIABILITY)

| ]
VARIABLE SEMI - VARIABLE FiXxga
oSt cosT CosT
Cost that chamge in  Combinakion of Fixed  Cost that dees
Same proportHow wrt and vaviakle cosp Mot nereage
Uviits  produced and eg - Setup cost even i Uniks

produced inerease
€3:- Lepriation
Remnt - Sadan}p

pen nik Yeaviain S Sqme
€9:- Raw mat used fumif
Labow Gost [ umit

Vasiable Cost rewains ~Sawe pen umit " and " Total cost mereases "

with wcreage in units Pmdvced-

o| Fixed Cotk remains “Cawe jn Totalitp Basis ™ and " pern umit

Cost _'['Clll.s T wit increase i Umiks

__II By CA Amit Sharma ¢/ A=
3/ €] Fast Cost FM by AB
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F i A 5 T Intro to Cost Accounting

first atte

CA Amyl Sharmn EEEE—

Blestion - How To ILENTIFY VARLIABLE , Fixea cosT

Q- Qoes mp Total cost increase . 2 ho of Umits
produced Intrease

/\

Y&s ND

Q2 Does my st mctreage It is Fixed cosk
n Same pvaportl'cn-. wr

nereage thm Uwits produced

TN

Ves NO
It is pure It i« sem;
VARIABLE CoST VARIABLE CoST

@ TYPes oF cosT (FUNCTWN)

l
MANUFACTURING SELLING REsSEARCH &
COST oST DEVELOPWENT
’ | CosT
ADMINISTRATION LDISTRIBUTION
CDsT CoST

RS 7 By CA Amit Sharma 77
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Intro to Cost Accounting

@ TyPes Of cosT (NormaALITY)

N&RMAL SOET AABNOE‘MHL P

Cost or enpemse Whih is lost whida is ek ladiitied
in curred hormaldy jor Q Normaldy fov a givem leved
a‘wu, level off output Under ob dutput Undev Specifed
Specified / novmal givem or noymal givem Conditions:
lovidihovs-

@ NORMAL LOSS V/s ABNORMAL Loss

* Josses Inecuwed ar horwal ® doeses iveurred dwe
Pﬂ-ﬂt Db e P‘TOdUCh.ﬂw process Abviormal teatome ke
fleods . fire . theft
® £ntire loss (s borye E)o the ® Entive loss is & to PIL
Yewaaiviv 300:! units awd aJe aud both uvits aqud
it nCreades st pen vwit Cost pen uwit are subbaced

HOW To BIFURCATE SEMI~VARIABLE COST

e Vaniable ¢ogt » ADIFFERENCE OF TOTAL COST
pen unazt DIFFERENCE OF TOTAL UNITS
* fixed Cost '~ Total cost - (Vanable cost - Nosj
(.Q'O'I'CLU Pen uvit Units
] 04 ] 47 By CA Amit Sharma 7/ iE—
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First atte

F.A 5 T Cost Sheet

CA Ayl Sharmn EEEE—

2 COST SHEET

CHAPTER

It hc_LPs us to idemﬁb]o injofmo.!'foh wrt wst or cost
z'nb-o whithh 15 P?'epqred, on ‘the bogis ob-' Functional clasgijication

FUNCTIONAL CLASSIFEICATION

! l l :

PrRImE PRODVCTION Aomiv SELLING R&2
CostT oR oFi'fAcTo RY OH £ -gl:falau'r:m cosT

@ HEAdS OF COST SHEET

! l ]
PRImE COST oF CosT OF SaLes
CosT PRO AUCTION @00dS S0LQ
@ PR\imME cosT
! I ]
ADlrecr DIRECT DlRecT
"MATERIAL LABOUR EXPENSES
Manufacturing Costs
Prime Conversions

Costs Costs

Direct
Material

Manufacturing
Overhead

RS 7 By CA Amit Sharma 77
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DIRECT MATERIAL
It is te cost of physical commoditiey whichs s used 12 make
the final prodvd: and cCam be directly altributeble to Zt
example - Handle , Nekt ., wWheels Used m CHAIR:

LmE-NOl'e s
How to ld.%f'lb-)o |b- e wmakexial s  DIREcT MATERIAL or not?

'Ib e Ph\picd produat (s vsed onl)o for or only one singlg
P'I'Od‘dd‘ ctem its Direcdt makterial . else not:

How TO CALWLATE CoST OF AIRECT MATERIAL

. OPm{na stocic o} Raw Materal XX
U Cost o malerial putthased XX
Lv.jl“J Freight Inwards *x
':t.gl: LInsurance qnd ©other durect exp XX
%" Any tax Xx
= Trade HAlscovnt (xx)
=  Abnormal Ross ()
= Sale awount ob— .cc'rqP ob RM (xx)
= Clos‘mgr stock of Raw marerial (xx)

LDIRECT MATERIAL COST AKX x

@ JIRECT LABOVR COsT
Any amount paid to employees for their efforts or Labour
Pul: zZnto Ma.hina te product (t‘n shott whateyer employer
ﬁivu to uofklws)

=T #£7 By CA Amit Sharma 77 A—
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FA51.- Cost Sheet

first atte

It inclvdes = - wages

'Ernpluyer's conbibutien to PF/ESI

* Other BCA‘fIb‘“‘S like free foed . travel etc
* Bonus

* Oventime

DIRECT EXPENSES

Any expense other than material omd lbovr which dircctyp
Contributes in mmciv:a ofy e product -

(i) Hive chqwaes of mauine (D Cost of specijfe design

for Specific prodvel ov Sofftware [or produck

() Techmicad Assisstance (v Power

’ Fuu T EIQCM‘C-‘I
(Job worker)

or Reyalty paid:

V)  Awortisation of Patemts (VD Amovtised cost ofy movlds

@ FACTORY OVERHEADS

ﬂnja material . labour - expemse mnot direc.i-ﬂp related to e
Pmdud: bot stll Used ma-biha Pe prodvet IN FAcToRy.

IW]E- Note -
4 is charﬁed on ‘e basls of No.6F. ONITS PROAVCED

RS 7 By CA Amit Sharma 77
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(i) Stores & spares like il Q) D epreciation ofy Plamt

(i) [nsurance o) Play t @0 Repairs & Maint: of Plomt
(V) Design Aept in Fam"jo M) Reut o Novwal Assets
(v) Supenvisor Cost (i) Amorbised Cost of Nigs/teols

(ix) Tool Roow ® Polludton Conbrol Equip.

@ POINTS FOR TAXATION

T ol tax fs eligible Iy pantial tax Iy No tax s
Jor 1Te (refona) s elgible fov ITC eligible for ITc
Tax paud 100 Tax paid 100 Tax paid (00
Refund (too) Refuvd (40) Rq;uvnd o
Tox fobe @ Tax t be 60 Tax o be (00

incivded inclvded tncluded

QUALITY conNTReL COST

Cost of all the lesources used for Gually Conbwl
purpose - (1t wil be d.irec-l-y givem th the Auestion)

=T 47 By CA Amit Sharma 7/ iE—
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F 5 A 51- Cost Sheet

First atte

CA Amif Sharmo E—

@ RESEARCR & QEveLop cosT

{t meaws +he cCost fhc:urred? b-o'r imP'rovwemt ob- v remt
Process . Pfodud: . Senvitce & 2t will be gi\rm im the Ques.

ASMIN  OVERREAD

It reffers to te expenditure which are ncurred in the
Office and may be related to produckion or not related
to prodvctien-

Admin OR _related to produckien -
Iy e Question sPecib..‘u_'.- =
* Admin OR 15 Yelaked fo Pproduckien
* Adwmin OR s linked to Pfodudfey,
* Adwmin  OK is glvewm em bau's oy & ponunit produced
* Aamin Ok is given Seperately
it meave We expemdilvre incurred M ofpice is Tclated to the
produ chton hemee 2t s included iwn cdmlaﬁmg cost ofr prod:-

Adwmiv OR Mot frelaked o produckion *-

¥ ‘nadudeg Ob-b-c'cc. ex pems ez but mot ch'YecHJa Telated 7
Pmduch‘on process -

I} the Question cays Adwin OH 1= & per unit seld thesn
it is gmeras adwminn. OR and s 70t (ncluded in CaJCuiaHg
Cost Sy producﬁon-

RS 7 By CA Amit Sharma 77
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(iJ -Depﬂa'aho‘n ob- ob-b{ce () sallm\y °b' Admin emiployee
Bu'u)divig or Office Fummituve or amy Lirector

{[9) Opice Rate , Tax .Iigh}: V) Remuneralien . ommissiom

(v J\Ljal Chﬂwau (i) oDirechrs s'l't’ciwj Fee

(i) Ois—ice Li‘a.l-ienciy (viip) Mee-biwa Expemses

(ix Cmpamps Tncowre Tax ®) Avdir Fees

SALES OVERHEARD
Al] tme 2udivect Eﬂpwdil'vre, mcwvrved Jer Sdﬁng tHhe
produrl? are Fnown @4 Sales Ovenhead: They alp are
chqued, on the bagis o) Vo o Units Sold -~

() Adverbsement . Mediq cost . Website . Sales
Morket Research

) Sa\anj of Sales deporitment  Person

(i) Lepriciation Malntemavice ofy Sales Depantment *

@ -DLSTRI_BUT"ON OVERHEADS
Tt rejpers to expemditure dowe fov dishbution of Gouds ya
et is ahqvged on basis Ob- ho~ob- units Sold

(;J Sala:ry -ab- wp]oyee_; v D hibvtiov de.PQntMmb-
(i DepriciaHen . maintenavce of vehidles for cishrbubion.

N 47 By CA Amit Sharma 7/ iE—
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. FA 5 1|- Cost Sheet
@ PRe PAR'N& COST SHEET

*’ PRIME COST
COMPONENTS
OF
COST SHEET

lbifec[- Matex'al

~ Qireck dabour
il Aireck gX?mse_g

PRIWME c(CosT

J FACTORY COST

* COST OF
FRODUCTION

C€O5TS OF
FO0DS SOLD

K COSTOF SALES

Llldll'11 Factory, OH / Prodvdion ON
@RoSs FACTORP cosST

CEB Opming WIP
= Closina Lo |p
NET___EACTORY cosT

—E Quality Conto] Cost

‘—lw-” Researts & -Develop cost

. Adwmiv st Telated T produchioy
Dnlf, Pr‘smm)a Pcid‘-'aai?la

Sale of <crap or Bp. produk
(oST OF PROLDUCTION

clostvg EG
CosT gF 400.&: SoLs

M

¥ 3mwa.ﬂ Adwin O
En Beding OH

€1/ € Fast Cost FM by AB -mm



_GA& Cost Sheet IFAST

57  Diskibutom OH
o Sewndwrp pacqumq
(O0ST OF SALES

. P‘ro[r“:'
SALES

Imp note -
(i) Sowetwies Ctuub'ow can club Selling £ dishibulien OH

() Question com qlso O0dk + Calwlote Cosk pen unit amd 1o
Calwlake Cost pen unit -
* Upto Cost of prodvttion - Aivide by No: ofy units produced
" ajger Cost ofy prodvdion - Hlvide b}o Ne ‘ol uwits Sold

(i) Qutw.y Cenbe] and BRE€D Cost will q]wqy_c be 3;\rm in
e C’Uﬂh(}'h

(v p‘hy b‘i'ﬂﬂs* PUVI&U:)G ., Hdemurage s i—iﬂaMa'n! ost and
mok melvded (Bub ICAI includes Interest cost evem -
"quvjh it (s FBwnanual cost)

() Question Cam also ask o Calcwlate closfng Shck ., So vse
FiFo h Calculake CIOSiHj Shck -

Closina Shote in & = Tohla Cost of Prod x Clost
St
umfs PTOdUCBd, uy”t_g
_11 By CA Amit Sharma 77 A—
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FA 5 T Material Costing i
AR NI CA Amil Sharmn EEEE—

firse atee

03 MATERIAL COSTING

CHAPTER
Engineering/Planning -
Department I g
Production Dc?prtmtml ’%"

2. Material Requisition

3. Purchase Requisition

Store I., ” Purchase Department I

10. Goods delivery with | ——
Challan or/and Invoice : { i

uoneond °s
19pIQO ¥seYdInd ‘9

Pensqy [euSew ‘£l

3)ON pauiniay jeudlep ZL
JJON PaAIRITY SPOOL) | |
jesodoud Joj 3senbay 10 18pus) ‘¢

R R | 12. Material Returned Note $ i 3
Cost/Accounting f<--——-7 Performa Invoice " S ;
. uppliers(s
Depal’tment """"""" 8. Payment etc. b PP ( )
[ 429 Invoice

Makerial Sl'mp'l‘\f meams all the Commodities ©Or e Physical
ObJecl‘s vied to Make the b—ilno.l produck

| ]

AIRecT MATERIAL INaIRECT MATERIAL
mmateviale Whase cosk Cam be Materials Whose coet comt
d-"fecﬁ)a aftsibvltople or traced be d.i're_c.hy tracted tv the
to the emd prodvet emd  produck

13

s 7 7 By CA Amit Sharma s~
€/ €l Fast Cost FM by AB Chapter - 3



Material Costing F - A - 5 T
empt succcss tutorials ]

(9 BilL OF MATERTALS Enginearing deparmont prvides
detalls o shape . Size . Tuaﬁ'l]a,
Quomiitp o matevial required.:

b MAaremAaL Re&: NoTe ¢ Whemwer the p'vodudr‘w clept*
(S In need ob' wiaterio it Semds

a list ob— makerdals requited to
Stores depanimemt  (godown)-

L) Purchase RequisiTioN * Now lets say if the waterials
awe daboyt o bﬂi\nl'ﬂn th the .the"

then Stoves ™Mmamager will z,‘nh-om

e Purchm.e. dn.paxl-mwt to bu;v
the watenials reguived -

vy INVITING TENDERS :- The purcmase depantmemt now
invites Quotabions fro-m di fherent
Suppliers ofy the matwrial

I(v) SELecTioN bt THE BEST = AHU( amq.b\{sis ob.q& e temders
on the basis of quality . pnice
etc the begt of the temder is

Selecked omd b-l'walis:&

(Vi) Puechase ORAER PLACER - After the femder has ben
fivalised purchage dept places
the order for materal:

—g—lf By CA Amit Sharma /7 AEE—
3/ €] Fast Cost FM by AB
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e QTR

FA 5 T Material Costing i

kw‘i; RECIEPTS & INSPeCTION - Onte the Ordw hos been placed,

OF MATERIAL the wiakterial arve recewved amd
proper inspeckion is done 1o find
oVt whether the walerials ave
ag per detived descrephom -

(vil) G00ds RECEIVED NoTe - After the ivspeckion hag been
done ff there are amy debcd:s
they ore retvrned omd for rest
of the 800:! quamﬁl? ﬁoods
Received Note (‘@rn) is issveq
33:- lek's sap 100 vwits leceived
avd 5 uwits are deb-ecﬁw; i
Them {?RN for 95 units are
fSsued. S owe leburved -

(%) MATERIAL Repn Notz - The inspection is dove at the
time of receipt of Matexial
but let's saip "U afyter the (?ood_s
are Yecejved omd emtered m
ctores , the g00cs are found
defective , them to rebum suel
goods Material Retvrn Note (Mew)

s 1ssved

(%) Pa!mem% - Aj'hﬂ all He a.cyusi'memk are
duvie . payment is made-

€/ €l Fast Cost FM by AB Chapter - 3
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1

Material Costing

@ VALUATION OF MATERIAL

Purcnage  price ok the matevial

Discounts -
Trade Jdiscount
&uam-l-iljo D15 tount
Grawt /subsidy from anpove
Casly iscount [ar Quip J—.‘nmce char, u]
[$ alse exclvded
Taxes -
Road, Tax or Tell tax paid by bulger
Any @sT owlp iy ITC hot allowed
Customs / lmpor-l_—, K)Uija

Penalties -
Ah_tp type ofp pemalty wovi be indvded
(50 dont ewvem add or mivus Pwa.l.!p)

(@Wurmge / Aetemtion (_haaae./ﬁ'ne)
s also Pemalty or abMormal Cost:

Other €xpewditvre -
Insvravice / Covwl’s 1o n
Frelght Inwards
Cost o& Gontaiver (Poiv‘tb 2)

Apvormal hoss (point 3)

XXX

(=)
(xx)

(xx)
(xx)

XX
XX

XX

XX
XX
X%

(xx)

COST OF MATERIAL

_g—ll By CA Amit Sharma 7/ A

B/ Fast Cost FM by AB
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RS 7 By CA Amit Sharma 77

F .A 5 T Material Costing
first attempt success tutoriols

@ COST OF CONTAINER
Somettwies mMakterial ave provided in the (ontaiver amd there
Caw be Two cages -

l 1
CGNT?‘\!NEK-_"-_ARE REFUN2ABLE CONTAINERE ARE NoN- REFUNDIAELE
I+ Meoms i we fefum the I mMeams evem iy e Terumm
Comtajvenrs . we will 51‘: the the combajvers . we wont 3-.!;
amomt as Yefund eitner 100 amj amomt s tefund -
ov less =S N - S

l ' A II |
Lets toke an example - The Cost oy Contaimer i Z 1000 amd
iy we rd-o'm the tombaiver we qet -
CAsSE L :- CASe IT :- CAse [ :-
Amount Fm'dL lvoo lovo looo
Refpmd  amouu (tooo) (600) (&
Cost to be inclvded O 400 looo
]'us{- Icu? im mnd . How mudh monep  you Pa.idl ovt oy pocket )

@ NORMAL LOSS V/S ABNORMAL LOSs

*losses ivewwed as horwmal ® Jogses inwrred dwe t
port of tve prodvuciiow process Abviorwmal Teasoms ke
floods . fire . thept

)/ €] Fast Cost FM by AB Chapter - 3



Material Costing

¢ E£ntire loss s borye b), e
rewainiy 300:! units awd
it T creales tost pen vwit

g 5000 vnits prodvced and
Cost incurred is I10010®D
Ilr normal Losg iw 200
units + Calw'ale Costfuwnt”

Units Costfunit Totul cost

5000 20 100000

(zooj - =

4300 20-83% | 00,600
Lmp- Note -

® Entive, loss is Ly to PIL

aJe auq both uvits aud
Cost pen umit are subbaded

5000 vnits prodvted and
Cost incurred is Z100:10B0
I“b- Abneimal loss is 20p
units + Calewlate Costfunit”

Units Cost/unit  Tofal cast

5000 20 loo gD
CZ 00) (2,9) 4000
4800 20 Qéooo

Somebimes Question Com give two types of Material . in that Case
amp Freight will be disbibuted. om the basis of Wweight

@ INVENTORY CONTROL

Re-order Stock Level *When to Order N
FReﬂﬂrdar Quantity/ EOQ *How Much to Order ‘
T I —
| Minimum Stock Level *Atleast How much to stock ‘
T e —

Chapter - 3

__II By CA Amit Sharma 77 A
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F .A 5 T Material Costing

first atte

@ RE - ORDAER QUANTITY
It is the [jixed @ty of matenial whith the company Ciders
eumf’&mc, and it rewaing Sawme _fw eatn Ovder There awe

‘rew Cost Yelaked to Ordu;wg, oamd, Shrina the Cosal-

Ordenfng: Cost :+  Cost Qssoclaked With O'fdem'na the material
and 2t includeg -

cost Yo invite Buotatiomn

Matenal Ched:«'na amd  nspech'on

Paper work cost

: Emplo:fee, Cost dired\)o related o Gwaiwa

* Tramgportatien
Order cost = Annval consvmpiion x arclmin& Coct
Re - order éitf pex- order

No-ob— ordexs X Ordehins Cost por ordex

Co.nrzing Cost - Coth o} Holch‘ng or StOrin& material ik Stoves
or 804@@1—1 amd Mmovudes -
* Insurance Cost
< St'OTQﬂ&
" Interest osh in money imvested tn RM
* Dbto leggcemce

an}J cost = l/ X Re-ordey &lJ: X Carry Cogt Pex
2 unlt per annum

)/ €] Fast Cost FM by AB Chapter - 3
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Material Costing
T TR P TS

P ——— ]

Seome examples © Ordenng £ Cawping Cost
Drdu;na Cost 15 Z 2000 /ordey - Cost of Row materal 15 2500
Cﬂwy st s loy/ pa and avwval V&quiwmvn{: (¢ 5000 units
(dwlake Total order coet and Carry cost ib- Re-order Ky is

Gy 500 (i) logo (i) 2500
Drdurina Cast = _Amal Req ordering cast /ovder
Eeerdwﬁiy
(2 500 & 5000 % 2000 = & 20000

Soo

() 1000 T 5990 x 2000 = & looop
[Ooo

(in) 2500 = 5000 x 2090 * 2 4000
2509

(It means Qs we increase ROA , Tolal ovdening Cost jalls )

canping st = ), X Reorder @ly X cawy cost pronit pq,

n

> 500 sz x 500 x (Soo0xioy) = El2.500

n
"

I, x 1ooo x (So0 X104) 2 25,000

il 000
un | /)

o 2500 = | x 2500 (soox104) = 2 &2.500
(F meanms Qg We Increase ROB , tolod Cm'rjaihg cost rises)

_II' By CA Amit Sharma 7/ A
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F A 5 T Material Costing

first atte

50 HERE ComEs THe PROBLEM - T RO T, T Odercost |
l'b Roa T . T cq"_‘f cost T

So HERE Comes THE SoLuTloN = £Conomice ORSDER &TP

It is the best vewsion of

Amﬁl
o Holdlin
Cog-}g& Eem-o[m G‘ly or Wwe Com SQ)G
Suth aq level of Reorder w]p
: O.,.da.;;sa h-n'lc;rg TQI'Q.Q Ofde;rt'na cﬂ’b
: plus Total Cmry‘ma Coskt (s
FO0 Reordeclmaily i

Tt is Cajeslated by

A = Amvol c.a'nsumph'o'n Cbmry eqr) \/ 2%XAx0
O = Dtdeﬂriha st per ovder <

C = canyivg wst pen vmit pavmuw

TYPES OF A UVESTIONS ASKED IN EXAM

Simply caleslate Evalvate £08 Evalvate €04,
£08, Vs withevt Eoq Vs Liscount
Ccnmpq'ce Q‘H\)a qur_‘a (Cﬁmpqrq Pwd\aae.
ot awd order Cosl:) price - Cavy Cost

and order oost)

s 7 7 By CA Amit Sharma z7 Q_
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Material Costing
T TR P TS

e A """? (! uere s tuto —

In-.E Note ‘-

1| Sowehimes qve.sﬁon Can dsk fo place order to fwo different
'hfPu ab wateriols th-hu whose ordaxa‘na cost awvd c::n-)a
oSt Cam be djb-bevmt-

Tn that Case USe wu'ghted aw? jo-rmulq J‘D'f Caleolodien -

Welghked avg = Umits % camy cost + wnife  x cavry cest
Cﬂhy w sk A prowit of A 2 pruvit of B
umits ol A + units ofj B

wu‘ﬁhkd avg = ordeys X Ordering tost 4 Ovders X o-rolm'na Cost
Orde’r COSt A PU ord r GiA B Pu ovd ex .‘ B
Ordere ofy A + ordexs of B

2 |Sometimes QUestion Cam aqlse cuk P Caleviate " obiscount ”
jwhith cav be accepted t2 bﬁng toral cost equat to €08 lewer-

Aiscomt amowmt = Total coct ab — Totol c¢ost ot
3\Uw lev el £08 level
Aigtovnkb / = Alscoont dwiount

Gty purchased X Purchase Price

(Check afder 3 pages = How to Calevlate Annval Consm)

_II' By CA Amit Sharma 7/ A
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F A 5 T Material Costing

Jdeanr TIME

Tt refers to the time takem from PJaq‘ng e
ordeyqy till ét reaches stoves Cg,odnowu)-

Emergemc Y Min'm uw Average Ma ximum
1cay 3days -iaii} = 5days 7 days

@ CONSUMPTION

It s Hhe awouwt off Raw Material consuwed to onduca
the b—fm'she& Qoods-

| l l
Minimum AVMG.S e Maximunw
Consuw) Pt:‘ov- ob- max <+ mix chsumph'om ofy
?ySers In Svwmer Z AC n winters

Re-0R2sR Level (pPoinT)

Tt is the level at which C.o\del'nJo shovld place e Mext

ordey jm- makerial and 2t hetps vs to understand Wwhen
to ovder :-

Formula L - Maximum consomption X Maximum [ead
pwr dQ)o Tiwe

RS 7 By CA Amit Sharma 77
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=T

- »
Formula 2 - Average X Average| £ Minimym
censumption dead Stock @

__PQ” d“j" Time . 54.b¢.tjo Ltock

* I mintmum stock is mot available ,Use Safetp Stock:

* Iy mintmum Stoue g 9‘luw Use anp formula ejse onlp
Forwvlia 1.

* Iy 5a.bdja Stowk is giwm avd annual whsuvnph'w I's
dlse ﬂi\fem alwa\fs use Fovwmulq 2°

@ MAXIMUM STock

A c.um[;qnjo ordevs Stowk ob wmalerial , them vies :t amd
Orders again before 2 geb finished , S0 maximum Stock is
the l'n'ghe.s'b leves ob Sloek ob- makerial auaulable ot amp
Pozut of twe:

Maximum Stock. = Re-order + Re- order —| Miv:lead X Miw
Kty dewvel Tive Consump

@ MINIMUM STOCk

The least amount of Stock of Mmatenial quailoble at amsp
[)oint o} Hme -

Miviimum Stoek = Re-orden — AV3-lead. % Av?-
devel Time, Consumphion

47 By CA Amit Sharma 77/ A=
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F A 5 T Material Costing

First atte

CA Amif Sharmo E—

We oj-lem b«'nd ovt +that Minimum Stock amd S“b'*j" Stock
are used. qlhmainel_P , S0 are both sawme 22

Safpety Stock Mivimum Stock
It 's e adval awouwmg ab- Tt (s the bemchmark o
Stok Which Compamy He stock Whioh Com pamy
maintains to prevemt stock-ovt - shovld maintain o prevent
Stok out -

Ib- minimvm Stok amd Sa.bd:r stock are 8\vw .Ce?urai‘d] ..we]
them Sepe/ratdy . otherwise Mministoe = Sapery stock

@ AVERAgE STock

It is J‘VS'I: an a\fmaa& ob- minimum dnd Maximum Stock:

Avuaac, Stock = Mivimom Stock + Maximum Stock
2

= % X E&'Otdw&? + Minimem Stock

@ DANGER STOck

T+ (s that b—{nai level btyo:d whick ify Compamyy 90es , them
Prexre will be Stock oUE

.Ocmjen level = E'mvrgwcy dead x  Average

[ Cons (a2
Time Lph .

Chapter - 3
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% Material Costing
———— (A Sharma "Mpt SUCCESs Lutorials

First atte UCCrESs LHLO

SIFF: WAYS TOo CALCULATE ANNUAL CONLUMP-

l | |
Rl'rea.o\y g'ivem Finiched ?aud. 2 Avmaﬂe a’"‘“""‘P‘.
in Me OVes: material vsed given por week[month given

Use that FG Sold 15 100 vwils Avg tomsumphion per
matexial A reqyived week. is lokgs ,so
s 2kg/vnp - So annyal Lontvmpton
Qemyal Consumphiem 15 (0X52 = 520 ha,s
2%lop = 200kgs (Use ¥nis omlyp if

other two nof a.unil)

@ ABC ANALYSIS

Tt is a comtrolling wethed, in which mMmateial are gz’vm mnkz'ng,
as per their cosp and wot on the basis of umits.

Step 1 - Wwe Calwlate Total Cost ofy maktenial CUhit'stostjwit)
Si'aPZ'.- Thew we Yamk them Highut o lowest
Step3i- Gunerally top F/ Is Acal‘eﬂor;a

Rmm’nina 207+ is B Cakegory

Hviag loy s ¢ cale gorp

« Expensive Inventory
= Accurate Control Required

ABc B « Moderate Value Inventory

Analysis = Moderate Control Required

= Low Cost Inventory
« Minimum Control Required

__II By CA Amit Sharma 77 A
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F .A 5 T Material Costing

first atte

@.INL&NTOR\I TURNOVER RATID

INVENTORY TURNOVER Tt Ju.c{- chows how many Hmes

the Cnvmpq-n)o has Cowverled <ts
ihvwh'r}a inte saleg

- (oS or RM Consuwied

AVezroae. anwn'mva

R™M comsumed = 0/51‘04’- + purchases = closiw(j stocg
Avexr ( vy = ' i
ﬂde nvem ’39 Opwlm'ng stock 4+ clos \13 Stocle
2
-aa.'Ys lVthhDTJa it held = 360 Aqys

Invw'}o\fy T/o Ratijo

@ STORE RECORAS
l | ]
Brn cAR2S STock. CARAS LTore LEDGER
Tt ic @ Quantitahve Ik is qlso a Quantitative Tt records both
Yecord of lmrwhv)a recard wawntauned by Qly and cost

Which  Shows &ip Storey Cgodwm) dept ofy Walerials
Db ihvemhly iw e Shuwinﬂ Veceipls - Yeceved - 18tved
bin er box tonfauning issve , ktven amd retumed am
makerials - m hand-

RS 7 By CA Amit Sharma 77
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Material Costing
. smpt success tutorials ]

@ SToRES LEJGER

Stores Ledger

Material Code-
Maximum Qty:

Bin No.:
Material Description: Minimum Qty:
{icattors Ordering Qty:
Date Receipts Issues Balance
GR No| Qty | Rate | Amount|SR No | Qty | Rate |Amount| Qty Rate | Amount

Aajke Receipts Tssve Totod
Units price Total Units price lotal Units price Total

D/s-l-ock X X XXX xx X XXX
Received o xy  x  yxv XA X XXX
Purchaged
Tssved (xx) x  (xx)  xx x x=ax
Retum, to (xx)  x  (x®x) xx x Xxx
Supplier atr Sqme rafe al

Wwhith 2z Wwas

puvdnascd
Retum Powm xx x  xax XX X xRX

.hI-Pm-lhhwi‘ al Same rale af

which 2t wau
ISsved t» dept-
Cxx) - B XX X xxx

No'mml doge
) A (@BR%)  xx X RRA

Abmormal doss

AR A XX

& / Stock
_II By CA Amit Sharma 7/ A
3/ €] Fast Cost FM by AB
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F .A 5 T Material Costing

first atte

DHE' Note s
() Replacewent 25 also a Fresh Supplp.

Qi) Ib- ch%;bur dovie Withm 2 dgpaxt-mmt_g , N QMtIJa
(i) Ib ouv de.PI: refums 300015 , 3t s wot fresh supplp -

BAsis OF \YALUATION OF sTock

£04S valved, c/stock valved
(1) Faist in Fivst ovt $onds purchaged goods purchased
ak stowt ak lagt

() dayt n Fivst oot goods purchared $ovds purhaged

at lagt ak stont
'd;f) Simple ﬂvorage AVQA’age Price A\rcrraae Price
W) buea‘ﬂhted Avm*ode Auexagc Price Avﬂmge Price

INVENTORY STocCk OUT
It is & sitvalon where there 15 demamd.
o prodvct but st em{:i:}r can't provide ot

Sorry I

This Item is
SOLD OUT It leads to b—-ihq%t‘-&'ai Loss - KRoss of l'majc,
repu alion awd alse haxmpu relakionship

with custemer:

RS 7 By CA Amit Sharma 77
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F.A 5 T Employee Costing
first attempt succcss tutorinls

04

CHAPTER

IS 7 By CA Amit Sharma 77

"--._n
”——.a

Emplopee Cock it the awouwt paid, o the humam fovee ofy the

O’raam's.ah‘on amd 2t vicdludes ‘-
° -Sqla.n)a ¢ Bonug

o Taxes
* Bemifits ® Providemt Fomd

® Dvenhwne - PQP

GROSS PAYWMENT & NET PAYMENT

Paymemt QL\'UCI.ILP made 1o e wovkers for work perforwied

_ Bagie ?a)o
=® QAeanneas Allowavice
Bosic + QA'A

= Othw Allowomce
" Bownus / Cowmiwissiow

Other caih paymemt (overtime)

)/ €] Fast Cost FM by AB
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cmpt success tutorials

First atte

ﬁrosg Pafmmt‘
= T&s
- Prol-us?wal Tax
. EMT deduetion j’O‘Y QMJJ Qoan
= Awy othev deductiown [like excess
Comgrbution te PF ov amy other j-wd,]
E'rnplo:fcc.s Gomtribvtion to PF
impln\'ggs Contrbubow to E€sST
Net l.:raau Pm’d to Worker

@ LABOUR CosT

Tt ic twe Total cost tncurred j-rowx the Side ob C'W"‘P‘W‘f? In e
jO‘rm ofs dabouy

Basic Vo.}a
“S—ﬂ deanuness Allowavce
Bosic + QA
‘-;H Othuw  Allowomce
“':f Bovivs / Commission
W Othr carh paymemt (ove.ﬂiwle)
LH”” Peer'ufsibc:g.
Ll[._lf Empluyu_'; Conbvbobon fo PF
= E’Mp!oytx'_s CovibibUHoy = £sC
Totay dabovr Cost
[workin hows — Novmal — Holz'dq}o]
9ivem Tdle Time
L ABOVRE Colr PER HOUR

47 By CA Amit Sharma 77/ A=
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F A 5 T Employee Costing

first atte

Tmpottamt Adgustment
() Almost in all the questions , TcCAT wil trp to fool us - It

ewil) va:’de dulails ol ’ Employee onbabublen to PF & €51’
So stvdemls will Hink . Mo dekals Sk mp'loyex's <o bu How
is givm . §9Q 'HnUf w2l ;‘31101@ 2t

Gy But ;.b- o &etauls eb- Emp\ojer's onmbuban 15 jivem . We wil
take Ey'nplojﬂis towbvbhon = empwjoeg:; Conbibution amd we
wzll oadd boim bo Codewtate  LABOUR COST-

vy And ) details oly Mployu‘s 4 employees ovhibohow s 3iuem
Szpuntuy , Covisidey thew Segeraltely -

(v For ™e Providemd Fond | ewmployer dedviks wmployre’s share
J‘rom his shave amd pays net amouvt 1o Mploy ee -
e To calevloke valphyqn's shove - U¢e B‘Vl'ly Wployez's Showe
* To calewlake Un\P]oYﬁ_:s showve - Ute only wnPln\re,('_s Showe
* To calwlale totot PF Pm’d b)o - &mp\o\!eg's (-l-) en-nploye.\}s

“Ymployer fo PF awiwority Showe Shawve
ToTAL SALARY = 00.000
[ , .
E'*np\oyus tovhn 129 Eh\p\oyees Conbna 2y
(12000 podd by ewmployer (12000 dcdvired frow
from his pocket Yo twe tmpleyees salany &
M“\Ofih’u) Po-l.d Ly W'ﬂﬂ}l&k 'I'D

Tokat PF poid = 24,000 N Mnonip)

e s # By CA Amit Sharma «s7 33
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Employee Costing F A 5 T

3 earnings
Basic ?a)o

57 Qdeanness Allowavice
Bosic + A'A

5= Othw Allowamce
" Bowus / Commissiou
(becawse we dovy do Overhiwie VYsuallp)
. n G"lp\owrjs Contvi to PF & €sf
gross Pay'munt

- TS
- Professional Tax / Stawtory educhon
- EMT deduckion for amy |oan
= A.nf ofnwer deduchion
|1k& amyp  XCers wnhbubien / 0ther conhs)

P e’ ot TR i - get m]
tv €sr o Tehiverment

EARNqus OF WORKER

THREE (MPORTANT CONCEPTS

| ! |
geossz NET PAY LABOUR COsST EHP-NIN&.Q
whak mmpam_tf Athallp What " torod cost” What wag vet
poud o Worker Compamy inevrred o0 Qmovnt  Yecaived
Worker by worken
_II By CA Amit Sharma 7 A
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F.A .5 .T Employee Costing

OVERTIME PAYMENT

(ohan workey orks mMmore tham noymal lhours avid receives

extra Patfmemt jor 2k

For ovesttimie hours Wwe PqF = Normal Rakte -+ ©OUertime prem
pen wouy pev houv

eXawmple -  Novmal Work hours zn q dqy = |0 Hours
Actval Hvs wovked = (2 Hovrs
Novwal pay = Z 20 [Hr
DVentime p‘l'mllUm c 50

Total paymemlr = (lox20) + 2Hr X CJ-O +50/)per Ky
= 200 + éo = g 260

&ﬁ-egﬁuc, vate per hour = AVe.xaﬂe rote per hour
< 260/12 = Z 21 6% pexn houv:

REASONS OF OVERTIME ANSD ITS TREATMENT

l i _ ]
Aue to market  Dve to production  Que to shomers  Abnermal

anovtaia requivement requirement Reazons
It will increage Chavge novmal Add. to Transten
'-*-"138 rate per Yare fwwm wshomer Custowmens te PIL aje
houyr Ty overbme to bill

p-rodw.h‘w OH

s 7 7 By CA Amit Sharma z7
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Twmportomt points -~

'5 Ib Question ask us to calwlate Eannings Pe/vda_y . 2t meams
we hneed to include all the amount earmed bP him ,» evem
":b re ceived +odc:)g or viot: So it meams While caiwla.}a‘wg
Eo.mnings dont “deduck employees Cowbi bo PF becwse he
has eamed 2t ., wem though snvested in PF - Siwmilan)
Add Wplﬂ exs Cownkn to PF be cause emnploye_g hau Canned
2t &um%mﬁh he will receive 2k in jolvre.

[(h) Factovies Act says . Oventime (s payd Yy employee works
move tham 9GHrs in @ day ov wmore thay 48 hours in @
week © Oventme Inclvdes Basic + 9'A + food aUowane-

<_» @_I,m__e TIME

Tt is the time during whichh worker IS viot worlcz‘ng bob

still ae_&- Pau'cl-
l l
NorMAL IALE TIME ABNORMAL TALE TIWME
¢ Normad Eu+/&uw&/wmhronm e Non auaulable ob- +he
Break matenial
[ Setting up o Macaine * Fire /Flood /Power Fail
I* Travel pom 3011 fo Work place * Breakdown of ™Machime

0 ]!'wn. belweem anib-l; Snamge o dockovt , Strikeg
_#II By CA Amit Sharma 7 A
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F.A 5 T Employee Costing
first attempt succcss tutorinls

&AM! f———

Treatewient Treatewent

IUs.l- ke Nowral hoss oy J'Usl* Like Abvnprwal loss
matenials . Creduce houvs ob makterials (reduce houvrg
omd Mot Cost) omd Cost both )

@ aJAgg PAYMENT & INCENTIVE SYSTEM

. I I ]
Dimg RATE Plece RATE HALS EY B OWAN

The workexs Qe The weorkers arxe
simP]P Pcu'd ovi PQJCQ, ovi the basis
e bagis of e oy hours worked
ofy 3ood unzbs l'ﬂreapecﬁue o

P‘roduced' units PYOJUCcJ'

QXQMP\C ‘= A Covnr)%}a PQP < Bo Pc.n hovy a‘r‘é 200 J-py-
Ohe quod wwit produced Worker K is paid on
-l:imgljo bayis aud he wovked jw lo Hours  Wavker S
Is paid ov piece rate amd produced S vnits:

Workey k = il be Pauid. oy ‘te bauis cb hevvs
worked -

e 80/hr X 10 Hrs = ZF 300

Wovker $ = i) be paid ©on He bayl's ol Uvits

produced:
Zz 2oo/m'-ts X Suats = Z looo

RS 7 By CA Amit Sharma 77

)/ €] Fast Cost FM by AB Chapter - 4



First atte

How Te CONVERT Time

RATE [INTO PleceE RATE
example - AP made 22 units im LoHouwrs -

Hourly rate 1t £ 200 per hovr-
Std time to P-roclucc one Unit Is 30 minvteg

Bvegtion Says  we pay T 200 for L hour:
As per hourly rate pay = 200Xl0 = 22000

Guytion alse says Stomdard time to produce L uvib is 30min:
So L wnik im 39 = )z Hour

50 vnits prodvced nm [ Hr = 1 = Qwnils
1 73
Lo/ Cam we sa}o For t Howw Wwe pa F 200

Tn )1 Hour we prodvce 2 units
For 2 units we pay Z 200

For L vnii we pay 2.0% = Zi0o

So to convernt Time Rate nko Pzece Rale

= Rate pen Hour or ap
No o) vnits L Hour as per s fomdaxrd

__II By CA Amit Sharma ¢/ A=
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FA 5 T Employee Costing

First atte

6 How To CONVERT PlEcCE
RATE [NTO Time RATE

example = AR made 22 vnits in LOoHowrs -
Hou'r\y rate is 2100 penunit
Sid tHiwe to P-raducn. one unit (s 30 mivutes

Qve,g'h'ow SCU.{Q We quj < {00 Jo‘: l vnik
As per Unilt rare systew = Zloo x22 = 2200

Cuution alse says Stomdard time to produce L uvib (s 30min.
So L wnik m 394, = Vs Hour
S0 vnits prodvced m (Hr = L = 2unib
Yo
Lo, Cam we .caf For | vnit wWe pay £ |00
Th L Rour we prodvce 2 units
For 2 units we P“P g 200
Lo jor I HMovy we Pa(f Z 200

So t+o convent Plece Rate into Time Rate

Pz‘ecg Pate inm
Stamdard Time Per piece

RS 7 By CA Amit Sharma 77
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@ HALSEY PLAN

It is @ bomus plan. whidh Shows what bonus shovld be
Pajd_ +o workex ih— he Works %'u'm{;l‘)a e extra Pabamenl:
i he tokes legs than Sfomdand time.

Bonus undexr - Soy oﬁ' [Sfmdawd- - Adva.EJX Rate
Hausey Plam Heus Hours per Hy
[oral paymemt = (AR X R+ Soy of [S- AR[x B

Undexr Hd.ﬁe}o Normal pay Bonus For time saved

ROWAN PLAN

It is a bovus P?Gm . n Whidy Bonus s not b—-‘xed l2ke Hq’xeF’
$0 bonus depemds on epficioncy-

Bonus under _ Ay X ES'fomde. - Ad-uatjx Rate

Rowam Plan <H Hours Hours per Wy

fotal paymemt = AR X B, + AWsn x [sn- au]x e,

under Rowan Normal pay Bonvs Jor time saved
AR = Actval Hours Worked,
R = Normal Time Rale
SH = Stamdard Hour for total units Pf‘advcc&
(sH- AR) = Towme Saved:
_II ByCA Amit Sharma £/ A

Chapter - 4 3/ €] Fast Cost FM by AB



First atte

FA 5 T Employee Costing

CA Amyl Sharmn EEEE—

Undey botta HML:J: omd Rowam qu'n . +he J’-ind rake s -

Eﬁech've rate pex Hour = Totad Amount
Adval Hovrs wovked

TYPE‘ o}', auuh‘an; Qsleed -
(i Ai'rec’cljo Calwlate Jabew PRates

() Awp ome plam s 8z‘vm and qu:&h’o'h atks bs o Gevlare
'mfs&l'wg dato. efy ofner plom

JABOUR TURNOVER RATES
LABOUR TURNOVER  Empieyees ak starb of year = Joo

I at&j Splryees st sel oy yoar s foo

AVwajc emplopees = 3002+13c:o

= Jloo

dabovr Tumover reffexs to Chamgu in nuwber oy employees
in am ovganisabion: It includes bobtl , the number off employees
JoMcd dun‘ng the Pem‘od. and qlao e nombes ob employees

.Q:.bl— du'n'n.j e pem‘odl'

Total ewployees « = Employees = Employes = Emproyees at
atr Stark Jeined, sﬁewmt end of period
RS 7 By CA Amit Sharma 77
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g Erpleyee ostn
—————— N\ Sharma ol st ottempt success tutorials ]

_Acée.c.cz'on éc:gevrajl;sm
* Regigned
New Joineg in Pexsonnel who * Tewwminated
Hae netv b‘YG\nc.k hou I'ep“ltei * Rumoved
oh Office othex in old b-irvn

AIFF ERENT METHODS FOR LABOVR TURNOVER RATES

() SepeRATION WMeTHOA °© No of Sepurakiong x 100
Avuage, wortkexs for peried

(') REPLACEMENT METHOR : No ot Replatements x 100
Aveﬂaﬂe, workers for Pﬂ'ia‘i

(i) ELUX METHOA . No s [Se.pemtion + Replqco.me«t] o e
Avefmge, wotkers for peried

@ : No s}, Seperation T Replacement 5 16D
"l' New Joinee

A'\f&ﬂﬁlge, wotkers for Pexrid

(v) Accession MeTHoa = No 6t New Joimees % ik
Average wotkers for period

= No of [New Joinees + R'-PI““"“‘*J % 100

Aveﬂaga workexs for Periocl

_II By CA Amit Sharma 7/ A
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FA 5 T Employee Costing

First atte

(v) EQUIVALENT JLABOUR = Emp'l-a\pu T/Diow Puzocﬂ, X 365
TURNOVER No-ob daJas in the Pe;r:'adl

@ COST QUE TO LABOUR TURNOVER

COST AUE To SEPERATION COST QUE TO AccessionN
e Settlememt Cost Lke pay e Recrvitument

Obr PF ov garal'uily

e Joss ob- Pmb&b dve to time
%a.P belween .SePe/mh'ov- amd) e L\tv.nw'cw/Sdech'w
its rc.?la.c-mnemb

J

Hours Lost X profrt pex hour

e Tval nz‘ng,

Hows Lost X  prefit per umit
£td ﬁm:/Un:b

Eneovtwt Note -
Tb. both Mew J‘Oih;\n £ l’e{)lacwm:mt s givw . thex how
o find out exack numbers -
First . b—ill te cha.?Y/Sea.t of empleypes lea..uina

Secand - rumain;ng al) will be anbinezs.

RS 7 By CA Amit Sharma 77
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e A Amil SAarma Tirst attempt suecess futorfals
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Overheads
- OVERHEADS

CHAPTER

&AM! —

All Hiose Twndivect Maternal . Indirect dabour . Dadired exp

hith are not direckiy related to produd are
called a2 Overheads.

And jmi‘her fhese Verheadd are Svb - Ca.lngon‘s:& Znto ‘-

Factor Distrbution
Ovenhead Hvenhead, Overmead Ovenhe ad.
@ TYPES OF OVERHEAX
) FAacropy o reﬁ-elrs b ant the ndirecdt <ost ivarred
OVERKHEAWS 2n the jauna-r_p-

e .Oq,- ot. madhin e s .{]q) on Bu'lldl.iv@
Qe?a.irs. ob Plovn{: e [nituromee of P‘wl’_
PRrimARYy Pﬁc.k.ﬂqlm} o Godown expenses
Adwmin OH relakd to prod

s L
e

) AsmIn = Teffors to all Hie indirect cost inwrred
OVERHEALS in Yhe ejﬁce,

0 * Office S{'aﬁ .Calan}o * Direchrs Salan)a

2 A)e.lp- ol Offite Bulldin o Audit exp wiseg

* Repairs o Office Bu'llau'rg * Statiovesp

* Rent of office Building (exclude [inamce lease)

RS 7 By CA Amit Sharma 77
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5. -
— T Shamma " ECMyt SNGUCAE SOty

(l'il) SELLIN? £ ‘= Tucludes all Tudirect cost incurred J‘Dr
QI5TRIBUTION Selling € dighrbotivg the fpinshed good:
OVERHEARS ® Saleg persow Covwwmissiow e Adverthsement
*Saleg office expemse ‘-Z)QUVen:f Vam exp:
® Secandosy PQc&qu'ng * Cold S*OYQge,

@ TYPES OF AEPARTMENT

| l
PrRoOQUCTION @ SERVICE

LEPARTMENT

d)EPARTmsu‘l’

depantment o tae compamy Thege depantmemt hetp
Lohida 15 qchvally invalved o7 the production depasimvent

in Smoot~ prodvdiew Aike

E.ng(\ded in the prodvuien.
Camteen . a-udown, R&D

@ALLOCAT!ON v/s APPORTIONMENT

* (Whem Sowme st camt be
ah"rcctlf traced or matched

to a st cemter or deft-

® Whem cost of a Cost cember
can be trvated or wmaltched

dive c.H_)a to 2t

47 By CA Amit Sharma 77/ A=
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F,A 5 T Overheads

CA Amif Sharmo E—

* Heve we dowt need to e Hee we hawe to distribute
dist>ibute cost as there ®ne big Common cost to
is alreadj Q. Seperale Cost Sevenal other depantment:

ob- each d.LPanl:mm{:-

* example :- let's say a * example:- LI there s a
Mefer is bixed outside each Cowmmon meber amd the
depantment r So each dept entre bill is b be bur{-har
has :its own &ledﬁdly bill- dustibuted to aut dLPa-"lh"IMt

Auestion * But how to zfdmﬁh'\f z",b~ it 1S Common Cost or not ?
Just check é.b- it is Paid J‘ainﬂr 'Ys Pau’d Sepéld‘fdy
Ib‘ it s paid J‘ointlp , 2t is @ tommon Wt

Auestion - What 25 RE'G.PPorHonmeml: ?

We recoven Dyetheads Jemerally on basis gy units
prgducgd or hours worked feor pfadud'l'an and
Sinte Senvice dcpantmwts dont produce 3—00d¢s

S0 their tokal ¢ost e both direct amd indirect

Cost is re- distviboted or tramsfexred tv production
dePan-bmmt j-mf recovmf amd it (s colled asg

fe - aPP-a‘r'h'owmmt' ;

@QlSTRlBUTION OF OVERHEAAS

| l | ]
Estimale Allocalte Appoil:?aﬂ Rc.-a..FPorh'tm Absorb
OVvenheads  Ovenheads  Ovenheads Ovenheqdy OVexheady

RS 7 By CA Amit Sharma 77
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First atte uCcess fuEo [

@ How To ALLOCATE OR APPORT(ON

PRIMARY ALLOCATION
Jiems oi- Bagis Totall Prod, Prody | Senv, Scnvz
Cost Cast
D+ matern al = Xr Check Xx xR
\ r - X% e vkdn - P
Q' Labov ks q
D' expenses = ¥ A% xR
Stoves 2:3:4:¢ X% XX Xx xx Xx
Accounts 1v2:3:¢ XX "X Kr RK rA
Cambeam *3:21 xR x® xx ®rX KX

Importamt Note -

(1) When Airect wages oy Diredt watenial or irecdk expenses
jwr all the 'pmdudz‘ow avd Sevice dcpanl:memt s givw .
thew Wwe LD0N'T WRITE Aireck maten'al /la-bow/ expenses
in Produckion obo.pantmmt while ma&‘-l'nj PVr'ma.h)o Distail -

(i) But & irect Makenial /Wﬂ-gu/ Expenses are givem onlp
o Production Lepontment — them n that Caze we will
write thew in Pwode‘en depantment  while mah'ngf
P'rimanf distibution

SOME BAsIS OF APPORTIONMENT

® Remt . Bu'lldinj exp Fleo> avea or Velvme
&J‘ghting " Heaﬁna;ftc e:b. -I)e.Pa.n tmemt

OVERHEAR CoST BAsls OF APPORTION

Fare Pﬂztauh‘o'r Senvice

_II By CA Amit Sharma 7/ A
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. FA51.- Overheads

¢ Pexqulsihcs ., dabour exp ] Neo o wotkere
SuPe;w:'sl'tm , Tiwe k:ea.P

* PF/ €51/ Haliday Payp ] Ldired  Wages

Compemsaﬁow to worker
® &mwaj Overheqad Direck -quour/-()ired- wng
i -Oe.p-ﬂh- Plant o¥ madniue] Capifa.f value of MQqthive

Repaivs of Plamt
Tnsvurance ob. Stocke

* kighting expemses Noofy light poinks . Meter
® Matenial. Homdllin ] wu’ahb /\mlvc /V°|“me of
Storey OvVenhead matenial hamnmdled

* Elechwc power ,j""' madhine rh madnne Hours is 8!\:% n
Guey use (HP X machine Hrs)

I oulp " Hours” (s givem
amd neot 'mathine hours

Hhem vse Howe power to

Q{;Pqﬂ;jon Cost

RS 7 By CA Amit Sharma 77
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First attempt success

()| SECONAARY ALLOCATION (cu.so called as RE- APPORTIONMENT)
P — e

DIRELT METHID Inaireer I\l/le‘ruo.b
Here Senvice de.pcml'memt 0¥ In this mnethod . e
Support d:pcmtmwt' alle cale Senvice def)ant-mm!; aliocate
their total Cost afler primony their Gost o production
allocabhon - +o P‘mduc.h'ou depan'l:memt and oOther
depant wenk ovlyp amd there Senvice depantment alio
s vio Yole oh Senvice ChPl:‘ [ ]

RECIPROCAL NonN - RECIPROCAL
o Repea.\'ed. v SteP- Down
Diskribubion

* Simvlkaueous
Equaﬁcm
*Trzal § Errer
@ STEP - JOWN METHOD

I(b The Bz?.gut Senvice ot)e?anl:mwt Ll QPp-ofb'n 2ts tobal
cost tv all production amd senvice depb in Gvem vakio

(i) Then Sewond Eigaut Senvice -Oepw'ltmw’c' will ap portiom
ite totol tost to all preduchion depositment qud senvice
depantmwt ExCef)t tae Ba'a.guf ove anrd S0 on .

[I'n the Quetion . check whida depantmemt © omlyp Shmin3 zts
Cosk auwd mob Yeceving amp dpporkion - ats the lvfagu& deplrJ
_II By CA Amit Sharma 7 A
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FAS,I- Overheads

first atte

CA Amil Sharmo EEE—

@ REPEATER DISTRIBUTION METHOD

Eam omd Eum]a senvice d‘lPﬂHl:’Yﬂwt' , distotbutes their
total Cost to all p‘r’oducﬁow amd. senvice dipanl'mvnl;s.

So Just kean ah'sl'ﬂbul-in& overheads . uLntill balamce o
Gmy one Senvice de.pnhtmwt' Covieg to  [ess tham S0

SlMULTANgous EQUATION METHOR
Just avent the apportionmemt =~ 2n form of equakien

@ TRIAL AND E£RROR
It is Just as Sawe as Repeated BDistrbutev . byt here we
D‘nl? O.ppo'rtl'o'n Cast to Senvrce c[c_{)o.nt'mwt: amd. vet o
onducl-iow depantwemt

@Aesogpnow OF OVERHEAAS

Ovite we hawve calwlaked the tolad ovenheads ofy ‘He
produtkion depasitments after apportionment ov allecakion

mow we need to recoven there (osts also

So J-mf embive ovenheads We detenwine a4 base jor rcc:oven].

Recoveny :_ Total Budgeted Ovenheads
Rate” Ovr Budgered Base

RS 7 By CA Amit Sharma 77

e ——
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5. -
A Sharma i T T T

METH02S OF ABSORPTION

I Porcembage of direct Matenials = Tolat Budgeted Ok
Totad o&Oirect Material

[

Tolod Budgeted OH

(i1 Pelf‘cemtdﬂe 0b Prime Cost i e
0 e £

(il PENcml:aje ob Divecdt Lobour 2 Tolal Budgel‘ed ]
Total <irect Labour

Tolat Budgeted OH

) Labour Hour Rake
Total dabour His

Tolal Budgeted OH
Totad Machine Hrs

() Madhine Hour Pate

Tolad Budgeted O
Tokal units

@) Rate pen Unzt ofy output

@ MACHINE HOUR RATE

Undernr this Wwe cCalwlate what i's the Hourlba Rate ok rurmiwg
a. madane . Whevre Wwe divide the totadl st imcurred 2w

Wnnina a maqdhine by; fotod Hours e machive Was psed-

There axe two types of cost -
(1) Fixed or Stqvcdz‘ﬂa Charges ais Eunm'ng Charges

47 By CA Amit Sharma 77/ A=
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F.A 5 T Overheads

Fixes CHARGES -

) eOmpnuahon mot related to achivity XA
if Remt o Wathine x A
113 Lnsvramee o mathine KR
- W ¢ of Workers amd Bonus  for machine XX
= émwa.l OVenheads ofy Depantment XX

“ Totat Fixed ckargu XXX

RUNNING CHARGES :-

_ Repairs amd Maintenamce XX
7 Power XX
o .Gepfrlq'al-r‘ovn related fo qcﬁvitp XX
“7 dubricamts »x
'f Su*ndnp Variable E}cpwse.s %X

Tol'oJl Runwmg lelowgu XA X

Twportamt Notes -
Hours paid o workews = Novmal = Absemt withovk

Hours pap
Totas Mawhive Houvs = Normal ttours
(-{-a,t:.e_ Spedial Caxe ofy = Abswmt without pay
Mo o, machines 07 = Absemt with pay
Mo oy monlns im Ques) = Jdle Teme

(SI'IMP\Y nvwmbey o) H%)

Machive Wwat ruum'ng.

53
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———— (A arma i tempt sucress tutorials

UNDER AND OVER ABSORPTION

exawple = Budgeted OW Rate = Z o) unit
Adval unzts = 10,000
Acdtval OHs = Z 120.000
OHs recovered = Z lojuwit X (9000
= Z1,00.000
[[undex- vecovered {so & 20,000 evenheads Were nat recovered
exawple - Budgeted OW Rate = Z lo)unit
Adval unzts = (0,000
Adual OHs = ZF 90,0600

OHs recovesed = zlo/um‘t X (o®oo ©

= F1,00.000
EW'JI -YC&VW?4J5° Z 10,0600 ovenheads Wwexe recover d exba

TREATEMENT FOR UNJER - RECOVERY

| 1
Decpense THE Fina ovur CARRY FoRwAR2

PROFIT REASONS To NEXT YEAR
L

Normal Reagon

(dve to increase in pnices)

[k to cost of caler. Fg [T7h to costing biL]
Stoe » WIP Stok on bagis

O supplemewiany Eate"]

Abmormal Reason

(dve b Strike, floods)

*SUPplmw{-an)a Rate = Total Ovenheads Undenabserbed

onits seld <= F§ Stock ,_;_ eq: wip
_11 By CA Amit Sharma 77 A—
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ABC
CA Amil

FAS T

Sharmo SEEE—

06 ACTIVITY BASED COSTING (ABC)
CHAPTER
@ OH RATES IN ABSORPTION COSTING
| l l 1
Normal Pre - determined Blamkek Qdepantment
Raleg OH Rales O0H Rakes OH Rakes
Adckual OHs Budqded oM OH of embre OH obwh‘rg
Actval Base Budﬂue.&d Base i depantment
Total Bage okt Base
fov Radkory Jor depts

@ ACTIVITY BASED co.c'nNg

Onlike Ab.corph'an CosHn
deporbmental rake was used teo Yecoven OVerheads:

CAB() Wwe , Po-rl:l'on +ie

Baged cCostiv

Ihn Adhvi

incurred. 1s called ax Ar_h\;il:y .

a9 ColST Peol

gxample = In pac.l:aaz'hg Cost of
3,lut . Shckerx . clufaw is clubbed -

RS 7 By CA Amit Sharma 77
)/ €] Fast Cost FM by AB

where One blamket rake oY Sovne

st on

the bauic of activities penformed and recoven ovr ost:
() AcTIvITY = Anp event due fo Whith the Cost gets
Exqw\plg s SE.!"UP 3 O'rt:len[na » Pacx.ajz‘ng,

Now we clvh add the (Costs or expemses
that are incrred j-n'r one ad—ivi?.

paper .

——
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3} i
———— (A Sharma

) Cosr LpwvéR - [ 1s the focdwr or the reason dve to

which cost of an adn'uil-y gets d«amged

or We com alsdo call ¢t basls om whide

He Cost s O.PPo-rl-ioﬂcd:

Exawple :- SetUP st — No ofy setup
Ovrder ok — No °b ovdess

(v) Rewvery RATE - Tt is the rate whida I's recovered from
eadn Uvib . S0 au to Chede totald Cost

recovered
Total Cost o) Ac.livii-y

Totay 'no~ab- wst drnivexs

@EGACH!N4 Te ABC LEVEL

BLANKET OH RATE
ForR ENTIRE FACTORY

.@)epanh-nwtﬂ Mmmw R epantment €
[.Oe,pa.hhnwnl'al Pofes colcslaed fov each depantment
| |

ACH\rNy ACHUf by Activity
R

_II By CA Amit Sharma 7/ A
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FAS TR

first atte

STEPS To IMPLEMENT ABC
S{'E.Pl:- Idemhb-y acdhvihes v be Pujormed_.

Step2:-  Calwlate total Cosb pool -
Sl‘ePB - Idwﬁb-}o ost drivers.
Sl‘ep‘f:- F2nd Totad No'OJ' Cost drivers-

Steps - Caleslate IZeowm)a Rate -

SOME EXAMPLES OF COST HRIVER

EUSINESS Func¢Tion Cosr aoglvez__
(i) Resemrch & Developwent No of progects or

Hours speml: ov projeck

(1) -ﬂaianinﬂ Cast No of products dezigmcl
No ob Hovrs .spcnt'

() Cushowmer Sesvice No o cauys
Hours Qpeml: on .Sc.)wfdy%?

(v Mallkeh'ng No-ab Adverhsument
No'oly pexson I Markeﬂ\y

)/ €] Fast Cost FM by AB Chapter - 6
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First atte

07

CHAPTER

F.A 5 T Marginal Costing

CA Ayl Sharmn EEEE—

MARGINAL COSTING

The cost wwrred to produce
What is Marginal Costing? one extra or ove additenal
Lnzt 2zs rmu.gina.l. Cost

Can we say Mcmﬂa'aa.[ Cost (¢
Same as Variiable Cost ??
Vess | becavse tn CA Inter
we Covnsidw Fixed st 4o
Mot ch e amd Since
Varioble cost Chomges with
units so VC = Mc -

In Maxgénal Costing . Vaniakle cost Bales

is ﬁ‘wm more a'mPoH:amce tham - Variable Cost

bixed cosb - And frxed cost RIS CONTRIBUTION

not tovsideyed m valvahown a'. stock: = Fixed cost
PROFIT

CVP ANALYSIS

Tt shews us relakonship betwean taree imPovtqmt elements -
(f) Sale P-,,',_e (ff) Cost (1) voluwe ov &'l}o

T+ helps us to uvdeystamd tat how profit 3e§‘$ d.wec.ted.
."ab- Oznjo ovne ob— the above I'Qd‘o-rs dnamge.

s 7 7 By CA Amit Sharma z7 m—
)/ €l Fast Cost FM by AB
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First attempt success

e A Sharma TR OETLD  eeee—

Base - Cogel Cage T Case N
SP/uvig |O o {e] (0
Q{-j, |00 too 200 (00
Cost[unit & é & F
Saleg loo0 qo0 2000 (ovo
=) Cost (¢oo) gcoc:] ! 200) gfwo?
200 200 200

preyit  Hoo

@ IMPORTANT FopMULAS

CoNTRIBUTION BREAK -€VEN INoIFFeRENCE
Poinst CBEO PoINT
PROF|T- VOLUWE MARGIN OF SHUT L0wnN
RATtlo CP/V) SAFETY (Mo.s) PoinT

@ CONTRIBUTION

3alaprn'ca PQnUniL' @ Tokat 8Baleg
= Vawioble Cost pen vwib = Jotal voawrabde cCost

. Total Fixed cost

“® _fotal projst

__II By CA Amit Sharma 7/ A
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FA 5 T Marginal Costing

first atte

@ PROFIT- YOLUME RATIO

Contribuhor pen umalt @ Total Contnbukion
Sales P‘(l'ce pen unit Total saleg
(@) Balu - Ve = | - vaviable Cost 7
2aleg

@ BReAK - EVEN POINT
Tt is the awount of sales at which the COWPMY eams NO
PROFIT awd NO LOSS omd it com be expevess (v uwmits or Z-

Fixed Cost
(ontv:buh‘m/unit

Bep ('23\ vmits)

Bep (in awmount i) = Fixed Cost
P/v Rakio

BEP 2n units X SP per unat

S0 2t meoms ib- we wamt o recover ._ Cost
aM\r Cost ., all we mMeed fo do 3Is Contvibuﬁm/umlt

5 X (Units) :
Avd sometives Ovestiom Com Qsk us Fixed wst + Projit
te rewver (Fixed tost + prvopit), - Contribution [unit
So all we vieed to do 2s @

@) Fixed cost T Propit
P/v Ratio

RS 7 By CA Amit Sharma 77

R ——
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@ MARGIN OF SAFETY

Since wWe qlreqd)o recovevred ouv [ull Cost iv BEP ., So now éis

tiwme to Casnv P-mbi*. :

Mos reffevs to thve Sales we did beyowd the Breakevenm levef-

Mq'njz:n ot- - Actval unzts Sold ™ Break-ewvew unzts

Sajety &)

Ackval Saleg amount ™ Breok evem qQwouwnt

(U‘n?l;s) Total Profit
Contribultien / un:t
€

(Clmounl:) Total Pro b it
P/v Ratio

Sowme ImErtMi‘ Tips *
(1) Sometimes the Buestion Cam ask to calculate CAsSH BEP- Iin

that case instead of Fixed cost vse (Fixed tost — Lep)

(i) Thexe Com be Sitvation when tompamy produces more tham one
ondud: amd we meed to Galwliate wefghted avg- Covhabv tHen-

wu‘ghbcd. avexage mntx-' [unit % "hitA ‘-z-“ Conb¥ furif; units

= 2
Conitnbution = '
(Uni{-s o 4 “u-" uvits ob- B)
_11 By CA Amit Sharma 77 AE—
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RS 7 By CA Amit Sharma 77

F.A 5 T Marginal Costing
first attempt success tutoriols

@ TwWo-PERIOD QuesTioN

! | J
2 Baleg Givem 2 units given 2 cost given
2 propit Fivem 2 profit Givem 2 prpit givw
e N, et T
CGalelafe P/V Cajw|ate _Cont'ribuh'm Caleologe Variable
Ratio pen unzf Cost Juwit
e P/v Ratio = Chamge v propit o Conlmbutien
3 {

Chamgg v Bajeg

Contrbutiom C hamge % pf‘oh.il; or Conkbulien
5 o V-
P Unag Chamge_ m vneks

*  \aniable Cost Chamge v Ppropit o7 cConbibubion

pon unit - Chﬂﬂlﬂe v cost

We all pnow Mere e two fJopu of Cost, vamiable owmd b—fxcd'
And zn am QPHW . Wexe com be Cowbiviah'on of tmese two |
¢a.:- Oph'ém.l hay vaxioble Cost Z lofunit £ Fixed st < 1.00.000
Optien 2 has veniable Cost 2 Isfumit 4 BExed cost Z 50.07v

Indihwmce Point is cuth a leved sp oufput (or salet) where
totw ob- vamiolle Cost amd b—n‘xcd v 1two
djb»bwwl: OPh'on Is Sawme:

)/ €l Fast Cost FM by AB Chapter - 7



:Endih-bﬂ-femce Poing =

Qifpexevce of Tobal Fixed cost
Qijferevce of YoNiakle Cost/umit

| | ,
Ib actvad produckr'rn Ilr actval pmduw‘m I|, actval prodvekion
is more tham the s as Same ar Hae

Indliffywemce Poivt Indi fyywemce Poink Tindi [rhy v emce Point

is (ess tham the

o ———— ———

l&€ss F

Choose Ophien wit Choose ANY 0PTION Chouse Ophien wite

IXED LosT MoRE FIXED CosT

) @ SHUT- DO0WN POINT
Tt is Suh a leyel wheve the busiviess .

is shut - down {:umpo-ranh)o or we Cam
sa‘? oraamisah'cm Suspemds mamujadvrfwg

_II By CA Amit Sharma 7/ A

Chapter-7

actevities , So tal Cewtain b1‘xed exp-
Com be owoided:

SHUT QOWN POINT = Aveidable FC = Re-dpeming Cost
(amr leved below 2t) COVIt'V;bUﬁ'&H/Unit N
Avoidable Fixed :- Thaose fixed which wzll not occur
Cost once we Shut dowwy amd heuvce
Cam be avoided example m«mth!p
dcmin3 expemses
Unaveidable Fixed :- Fixed Cost which is 1o be incurved

Cost evenm ib— we shut - down E)ca.\MPle.
Salany °br Fixed worker:

3/ €] Fast Cost FM by AB



. FAST Marginal Costing

.;m:rm_& ACTOR/ KEY FACTOR

It is that jar.l'or ob— P'wducba'n (mateniag,
B | lalcouy . mac,hme) which redvcey total
M{?‘fi's ovtput and thus it plouys ke.:! vole in
d.ehnmim‘ng sales or prodvthion amd aldo
kvoum as ke.y - Jactor.

l ©l @ ]
Ch@asi amj D%t—imwn Spea‘qt Make
one of both prodvct Order or Bup
prodvets mix
Case A '~

Choose amp eme of botih producks

SP!.FI - Calwlate tontnbution pen uwel -

Sh‘PZ - <divide bf" kw J‘d(‘.hr pen vk -

5*!{3'-- we will 3(:!: o butien per kep factor:
Stepyt- Ove which hay maximum conbibution pen key
fador wil be prodvced

Case B - Optimum Prodvet Mix
Step 1:- Calwlate congrbutior pen vnel -
Si‘e.P 2!~ <divide by TV jm.h:'r pen unzt -
SI‘Q.PS!— we will ae_t caontnbutien per ):v-}ojqdur-
Step 4:- {fwe meawg.s as pur contribution per key fador
One Wzt Mmaximuw lonmbubon per key jador
will be Romked [ivst & prodvced first’

[B.ui- éb Questiown a.lrectd;y aisks to P'rodUt.e another Pmduc.t b-iat . do éb}
RS 7 By CA Amit Sharma 77
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Marginal Costing F 3 A 5 T

First atte

Cage € - Special Ordexr
.SI'!_PL'- Colwlate tofal propit before acceph‘ng special order:
Step 2:- Calwlate tofat profit ofpter acceph'ng spedal order:
5*1(33- CUnodse the BEST ONE

Case ) - Maye or Buy
Step 1 :- Colwlate total vaniakle tost 1n case of manyfachre -
Step 2:- Calwlate tofal Cost v case of Buyina'
Step3:- Chodse the BEST ONE

—II' By CA Amit Sharma 7/ A
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F 3 A ,5 T Standard Costing '
T Min\nl e

08 STANDARD COSTING

CHAPTER

A 'Eechniciua vsed bja tve ma'nagenme/ni: to control the cost:

-
.

Wi/
V4 N\
Stomdard st Teffers to Adval wst reffers to
the Cost to be newrred the st advally
U pev Budget /Plnm- Mevyred, for Pprodvudien.
I Vavziamce I

Fefpens te the di §fovemce
between the Stamdard
Cost amd Acdrvad tost

€9 - We planned to prodvee % weadvally prodveed

oo units | eaun usin% [LO units amd vused
Raw Mmatewal 2kg fumit 2.1 kg/un:t and. bought
and. Cost of .t',i/l? at 20'3/"3'

Adval = [lo x2:1X0'9

Stomdaxnd. = 100X 2x
CQS!: = )-0?.9

Cost = Z 200
T Vam' omce T
equalt * 09
s /7 By CA Amit Sharma «##
Chapter - 8
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cmpt success tutorials

First atte UCCESs UL [

@'wpes OF VARTANCES

i 1
COST VARLANCES SALES [PROFIT VARIANCES
! l i
MATERIAL LABOUR OVERHEA LS

@ MATERIAL VARIANCES

ToTAL MATERIAL CoST VARIANCE
($8A0 X SP) = (A8A0 X Ap)

@ (.Sﬂjfonit' X A0 X.SP)  — (AG/UH‘]; XAORX AP)

|

MATenmt PRICE VARIANCE MATERIAL USAGE VJARIANC&
(sP= AP) x Ae (sero = AB) X SP
(sP=AP) X A&Junit X AD @C5Q/un;l: = ABfunit) X A0 XSP

+ l A
NEILD VARIANCE MIX VARIANCE
(s8R0 — Rsa) XSP (Rsa = AB) XSP
58A0 = Stomdaxd Qvnmﬁ'l'_\)o of RM for adval units produced

AD = Actval val-:iy o Rwm J'O‘r adval units Proc!uu-d.

sp = Stmdard price for ovie unit of Raw mabterial

AP = Adval price Pm’d \j‘of one unit of Rasv material

Rsa =

Whem the Adval GNamHIJo Uled is e -distmbuled as
per stamdoyd mix:

__II By CA Amit Sharma 7/ A
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' FA 5 T pidind GRUR
@ LABOUR VARIANCES

ToTAL JLABOUR CoST VARIANCE
(SHAO X SR) = (AHAO X AR)

©) (sufonit xAoxsR) = (AHfout x AoX AR)

|

CA Amil Sharmo EE—

LABOULR lEATe VARIANCE JABOUR EFFICIENCY t’ARlANC&
(SR = AR) x AH (SHAO = AH) X SR
(SR=AR) X AH[unit X AD ©) (SH/umit = AH fomit) X A0 X SR

(Heve We vse AH Po-l'd.) CHere we ULse AH Worked)

Tare Time VAriAnCE
(AHwW = AHP) X SR

W

! )
NEILDL VARIANCE MIX VARIANCE
(5HAO = RSH) X SR (RSH = AH) XSR

SHAD = Stamdaxd Hours for adval units produced

AH Actval Hours for adtval units prodveed

SR = Stwmdard price fov ovie hour

AR Adval P‘rl'ce_ [)a.q‘d j'ov one hour

RSH = [uhem the Adval Hours worked is e -distnbuted as
per stamdowd mix:

RS 7 By CA Amit Sharma 77

)/ €] Fast Cost FM by AB

R —

Chapter - 8



First atte ucce s futo [

@VARIABLE OH VARIANCES
(caleslated on the boasis of Units)

ToTAL VARIABLE OH CoST VARIANCE
(s8R0 X sSP) = (ABAv X Ap)

©) (safomit xAoxsp) = (ASfuvit xAox AP)

|

v l
V-OH EXPENDITURE VARIANCE V:OH EFFICIENCY VARIANCE
(sP=AP) x AQ (saro = AB) X $P
'@(sp- AP) X Aajurit X AD ©3 (s&/unit = Asfonit) X Ao X SP

SQA0 = Stamdard Buamhty of Ok for auval units produced
AD = Adval Qvovnl':‘l)o ol OH fm adval units Proc!uted.

sp = Stwmdard Pprice for ove unit of OH
AP = Adval Pr:‘cg Pcu'd J"nv one unit ob- OH
VARTIABLE OH VARIANCES
(caleslated. on the basis of Hours )
ToTAL _VARIABLE OH CosST VARIANCE
(sHAO X SR) = (AHAOD X AR)
(©) (sHfomit XA0XSR) = (AH[ouit X AGX AR)
J 1
V.OH E£XPENDITURE VARIANCE V:OH EFFICIENCY VARIANCE
(5R= AR) x AH (SHAD = AH) X SR
@(Sk- AR) X AHJunit X AD @3 (SH/funit = A fonib) X A0 XSR
(Here we use AH paid) (Here we Use AH Wworked)
_II By CA Amit Sharma 7 A
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RS 7 By CA Amit Sharma 77

F .A 5 T Standard Costing

first atte

SHAO = Stomdaxd Hours of VoH tov adval units produced
AH = Actval Hours o) VOH fov adval urits produted
SR = Spwmdard price fov ome hour of VoH
AR = Adval price paid er one hour of VoH
FIXED OH VARIANCES
(calewlated on the baris of units)
ToTAL FIXE€R OH CosT VARIANCE
Recovexred FoOH =— Adval FoH
d +
F'OH E£XPENDITURE VARIANCE F-oH VOLUME VARIANCE
Budgeted FoH = Adval FoH Rewovered FOH = Budgeted FoH

Budaeted For = iy be 3ivem in the Gues
Adua) Foit = il be 3iwn in the Qv
Retovered FOH =  Also bmown Q¢ Stamdard FoH for Adval output

Bvde'ed units

FIXEDd OH VARIANCES
(calwlated on the basis ofy Hovrs )

The embtire ‘fovwwla. b—w calewlakion % Variamces arxe Saawe.
e ovlp differevice s tn the Calwlakioy of [urien variance.

)/ €] Fast Cost FM by AB Chapter - 8



Standard Costing

ToTAL FIXE€D OH CoST VARIANCE
Recwovered FoON =— Adval FoH
J I}

F'OH £XPENLITURE VARIANCE F-oH VOLUME VARIANCE
Budgekeal FoH = Adval FoH Recoveved FOH = Budgeted FoH
d 1 A
FoH CAlEN2ER FoH cCApAcITY FoH SFFiciency

VARIANCE VARI :=|mc:aﬂ VARIANCE
Adval = Budg- X Budg [ Advat Budg.] Budg EGHAO ~ Amax Budg
Weork  Work [ rake *":5 . F;‘rs x fare rate
days  doys per Actua)  Bvdg | per o

dqy Doys  Dows o Houy Hovy
Qudjd'ed Rare Pen Houwr = Budgeted FOH
Budgeted Houts

Budjered Rate Pen Hour = Budge!ecﬂ FOH
Budgeked -Oa}qs

Recwovered FoH =  Alto tmown Q@8 Stamdavd FoH for Adval eutput
Budﬂeted FoH
Budjd‘cd Hours

X  Actual Hours

_II By CA Amit Sharma 7/ A
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e Joint Product - By Product M&ﬂ M
09 JOINT PRODUCT - BY PRODUCT

CHAPTER
Joint Product Processes
Intermediate Final
products products
Joint
__.| Separate Final
Processing Sale
|
Common E Separate
Production Processing Costs

Process

Separate Final
Processing Sale

T
Split-Off | _? Separate
Point ] Processing Costs

Auetion = (What is Joint Product ?
Whem tweo Of More Produc;ls of equal importance
are Produc:d s:‘mulh:m:ouslf jrom e same
process and each of thew have significamt
relative Sale valve | +h39 are called as Joint
Produets - Y N N\

= @

Milk Cream Yoghurt Cheese

- What is By. Product 2
whem @ product is frecovered incidembally from
the waten'al Used in production amd :it hag
V"""f low realisable or useoble valve as campared
to the maiv prodvet: example [wmon ol frow
p’rDCe&ﬁ\ng o Fruits-
s 7 7 By CA Amit Sharma s~
€/ €l Fast Cost FM by AB Chapter - 9
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j Joint Product - By Product
———— (A Sharma "Mpt SUCCESs Lutorials

First atte uCcess fuEo [

Question - (What 15 Co- produvct 2
T'“ﬁ ave con{:mporan}a te each other but it Is
met Necessanp thal 'H'leja are produced frow
Sawme watenial or process:

@ How TO APPORTION JotNT CoST
Joint cost Veffers }o the cowmbined cost incurred on the

Produd‘s Hi  He SPIH: °b’ﬁ st-qga-

Spiit 04 staab is the point where tne joint onoluds
P’roclucad com be 2demiified SEFde}p~

| l l | | l
MetHOAR I MeTHo2 II METHe2 M MeTHoa IV MeTHoaY METHoa 1T
PHYSICAL AVERAgE MARKET MARKET  NRV CONTRIBUTION

UNITS UNIT CoST VALUE AT VALVE AT MARGIN

™METHOA M eTHOA POINT oOF AFTER SPLIT
SeEPERATMON FUuRTHER OFF

PRocessmf Point

@ PHYSICAL UNITS METHO
Just distiibute the total cost znto Joint products on the
basis Ob- ‘nn-ob unzts P‘roclucecﬂ-

But revembeyr aln the OUPU‘I'.S must ke in sawme uwip o[y
measvrement (Like ULitres . kgs ete )

_ £7 By CA Amit Sharma 7 A=
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F.A 5 T Joint Product - By Product

first atte

CA Amif Sharmn E—

@ AvenAge UNIT CoST METHORD

Avexar. cost = Total Joint Cost
Outpot () ouvtput,

#‘J-voiwt' wst allocated . Avuaﬂ.-_ X Oulput,

to predudt, Cost
it Joimt Cost allocated = Avufage X Output,
to Pfodud'z lost

@ MARKET VALVE AT PoInNT OF SEPERATION
Jolnt Produck,  Joint Product,

Sales Pn'ce ak spit XX XX
Ol s\nae
) gelling expomses 633 (xx)
0]
Net Mankek Price WX XR
ab SPIH: oby Point
X unzts prodweed X xx
Final voles XX X s X X X
Diskibvte v s y
s 7 7 By CA Amit Sharma z7
)/ €] Fast Cost FM by AB
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Joint Product - By Product

First atte ucce s futo [

@MARRST VALUE AFTER FURTHER PROCESS
Jolnt Produck, i'?inlr-Pmduc.!-z

Sales P‘n'ce a‘b-fu A AR
-b-urlhr..r P‘rocessina_

X No ab uwits Q.b-hr XK P
_b-ur-Hau processing

Cingl valie XX % : X% X

%bu te v s y

@ NRV METHOD AT SPLIT OFF STAGE
First theck - do twe meed to b—ur‘lﬂhu process or vioE % Yes

Hen we vUse Saleg price a.b.{u b—urﬂnu PTCJI‘.!&SI‘ng_ amd, 2 ok
%w Sales P'n'ce bgjl-ore Pmcuﬁua-

Joint Pfodud,'i Joivt Product,

Salep P‘n’ce qb«}u or

beJ'D‘l’e. b-url'hu Pmcwivtg, XX XA
X No of umwits X X XXX
Toi-qf, XXX X X%

(=) Further Proceasiwj Cost (xx) (xx)
(= Furtner .Ce.wv? exp (xx) (xx)
Fivial Awawmk X %X XXX

split v this rakho

_II By CA Amit Sharma 77 i
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FA 5 T Joint Product - By Product

first atte

CA Amil Sharmo EE—

@ CONTRIBUTION MARGIN METHOA
Tor_AL JOINT CosT

/\

Vaniable pank of cost Fixed poxt of Cost
Allocore ovi the baiis of Allocate on the basis
ﬂo'ob . Outpub ob— tonktrbuhon

If amp product’s Covbibutlen s 22R0 , dont allocate Jomb
Cost to that produek *

REVERSE CALCULATION

Joint Cost ob—A Joint cost ob— B
(W Further process cost ofA () Further process cost o B
) Seu.ing exp ob. A (¢2) SEUinﬂ exp ob, B
(+ projit o} A # Propit o} 8
Sales o A Sales oy B

leThis method 1s vsed whem euen}ol“hu'na (e 8ivem except the
Mmerod of allocakion of Joiut wst-

P lds cay Sowmetime the balameing figore of Joint cost will
mol maklh wit, Tokd J'oiwt WSt . in Watr case dishibule
totad J'o]nt wit v e ratio ob- balcuwc.f'nj b-fgure of J Cost-

RS 7 By CA Amit Sharma 77
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Joint Preduct - By Product
cmpt success tutorials

First atte UCCESs UL [

FURTHER PROCESS OR NOT

CDVHPO.N& - Exbra. revemue V/S Exha expemses
€onned affer procesm: dene 'n processiv
(Incrementas Revemve (lﬂmwwdosb)

I('lJIb- Dneremviembtal Revenuve 2 Dnerewemtbal Cost = Process
i) T—b- Tnevementar Pevenmve € Tncrewembal Cosk = dont Process

i -T-b- Tnerementar Revenve = Dnorewemtal Cost = Dndib-bumt‘

TREATEMENT OF BY PRODULCT

Ib- By p:lrodvd' s I) By p'roduc.lt' Is
IMPoRTANT NOT ImpORTANT
meams esther the produck In a other Caseg
cams Pprofit or Bves saus
to allo cate Joint cost to prduct E?E-Ovce NRvV OfF THE
BY - PRo2ucT FRom THE
TREAT IT SAME AS JOINT JOINT CoST &£ ALLOCATE
Pjao.nu::TJ THe REWAINING J0INT
CoST TO OTHER JOINT
PEo.aucTJ
_II By CA Amit Sharma 7 A
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F_A 5 T Process Costing

First atte

10 PROCESS COSTING
CHAPTER

Process Cosh‘ng, is applicable to
Tudvstries or Compamjes where
Raw walkenial 3ets Convented

into Fivished ?oods by Fcusingr

-. = 'th'rauah d.ih)-wmt P-mcess-
m) e eq - Sugavcame Pauu Hivough
.a ¢ Vifovs stuau ol Iagf;z”y,
Sugar elc'

CD How To PREPARE PROCES A/c

Srepl .- A Sepe}(al'c account 25 to be Prepqred, jor each
PT'OC€5$'

STep 2 - Calewlate total c¢ost of units wmanyfadured In
eath process @ Novmal Cost pen unit.

STeP 3:- Calwlate Norwal cost pen uwit

Total cost — [)’lmal loss X Sel!i\ng pn’ci]

units of No¥mal
lo8s Umits

I:Tﬂta! unzts — Norvmal loss Unil:\{,

STeP ¢ '~ Calevlate Nowvmal Loss , Abnormal Loss
Abnoemal gain , Profit amd doss

RS 7 By CA Amit Sharma 77
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First atte

PRocess - T
parhwlars unzts Cost particwlons Unils. wst
To materiat looo 26,000 Bp Novmal loss 100 @20 2e00
To dabour +. 000 B)a fftoP-IL  1050@4%0 42000
To OHs 5, 0060 BY’ Al Lo ss 200@4%40 3000
To Ab-ga‘m 350 @4 |4, oov
1350 52/000 1350 52000
Notwmal cost = 28,000 - ((loo x2¢)
poruwit (ooo - 100
= Z4o/umit
ImE-Eolnbs -
TNPUTS ‘- We record the unzts intredvced amd 2f Unibs
2ntroduced s mot given - take kals o Raw
Matemal. as unéts introduced-
NORM™AL ;- -ﬂuring the prodvckion . there ane Loss of
doss Sowe units notmally. Bves will Specifyp
that Nowwal Less is (0/ ofy Impui - Suck
Normal Loss Units are Measvred ak
Sewng Price °b Svch Mmormal Loss units f
i mo Se!b'nj price is a—in ; take SP=0
ABNORMAL ‘- When ALoss is due to a@bmomwal feosons Like
Jdose b-,’rg, ovr ‘lb— actval Loss > wnovwal Loss .
rewlainivlg extva Loss s Aomorwal Aoss £

valjued at Nowvwmal Cost per unat -

__If By CA Amit Sharma 7/ A
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first atte

ABNORWAL -
GAIN
Outpur -

Pdm-iwlar:.
To P'mcess a.’c.

F_A 5 T Process Costing

Abroymal - Tokal — Output — Novwal
foss unibs Tnpui,-.s e doss

jeme.ra.l.by ib» we input He matenad . etther
it is tonvexted inte F§ or theve s Loss
<} units: But 2 total of outpuk amd loss
units & more tham Tnput units , it meams
there (s unkwown 3,cu'n ob— Sovie uni'ts .
kvown ag  Abnormal 3a¢'n- It is calwlated
at Normal cost per unet”

Abnovwal - Total — Ovulpug — Norwal
v unzts Tnpul;.s 7§ doss
(Ib i\t tomes hegaﬁvc . 2t (s alnhomq..lgainj

It meowms ‘the Mooy Completed b-.'m'shed,
unzts Produced amd Wwe meagure b ab
Normal coct pan unat"

@_NORMAL LOSS Alc

Units Total | panticulaxs units Total
1)
units k units Btf ALQUW Units o} units
Mormal @ g oin Abnovmal @
Loss SPo am SP
e J o
loss Loss
units ks umits
un
By cale s 2| PR ”

RS 7 By CA Amit Sharma 77
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Process Costing

First atte [

@ ABNORMAL Loss AJc
Pcmh'wlarr.s Units Total Pa.nHmlm.s Units Tokal
To PTOCCSS Cl.fc. units o units 33 Cost units o uniks
Abnovmal @ ledger ajc Abnovmal @

- Nowmal toss SPoj
st normal
pPer wib loss

units
By CO.CHHS balamce -
P/L Hgure
@ ABNORMAL ¢AIN A/c
Pani-ioulm.s Unzts Total Paanulms Units Tokal
To Novmall (0sg units Units B‘}a process ajc units o unhits
ﬂlgmml @ ngg:‘ma @
SP o
NWME.I, Ig:lt:“d
logs wmib pPerwit
To Co;l-:'ng balamce -
P/L b gore
Stepl i- Wrile dowv alt the eniries of N'loss , Ab'loss
Ab-gm'n made till date in reg peckve afe
Step2i- S N'loss vnits £ Ab'logs uwits @ SP of N'loss umit
.Cl-e.r 3:- Tj; there ic Ab-am’n them Hb. it to N loss afe @ sp
of N logs umits amd cluge emtries by costing PfL

__II By CA Amit Sharma 7/ A
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Paﬂﬁwlm
To process ajc

F,A 5 T Process Costing

@ FINISHED §002S Alc

units
Uh’l"& °
Finished
Goods

lotal | pantiwlans Units Total
Units By cost units Unhits
@ o Sale Sold @
Normal ¢ °
@St " P
P wif P wit
By bal c /& balamce  balamce:
frigure bgore

While p‘rq)anina
also 8&& Pn{)qred. ag dlswssed m P'rw:'ous an«qur-

(©) BY- PrOAVCT
the f[iniched goods . Sowe times By~ prodvck

bakile PVQ.Pau-u'na process afc - BH" proquet s valued -
SP — cosk o)y predvce — S&wn&z exp

@ DIFFERENT TYPES OF QUESTIONS

1 | R l

P“-Pil(& Ab-loss ajc units owe unils awe Opening
Normal Novmal logs afe  tf 1o mext t/p to next "*2?

process Ab-gain afc Process amd process at Cloni‘ha

e E¢ afe also se1g - Sowe prefit  wip
FiIro wv
s 7 7 By CA Amit Sharma z7
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- —
e GA&M = k rng |-fn<ﬂ. 5% |..|.-.|I h

6 COHEN UNITS ARE TRANSFERRED
To NEXT PROCESS ANQ ALSO soLd

Stepl - Prepare process accoumt Mormally as done 2un
Pomtl , ULnits ijb- fo mext process are Solved
nwmmy as in poznt L avd units sod are
i:ramsJ-ured. to cCost c»b sale e

S{QPZ'-- All 30045 wzill be Sod m PfL a)c:
(IF amjp .seuina or distvibution OH Camnot be allocated
or apportioned . them directyp write it in PlL AJc)

WHEN ONE PROCESS JEPARTMENT

cuAggg PROFIT FROM OTHER LHEPT
Optill hexe - We only had questions where goods Were Wy
@ cost only but there ave also cases whue goods will be

&y @ ost t+ projit to next dept

particlars Tobal cosh propit | particulans Tobal cost propit

STATEMENT OF EQUIVALENT PRODULCTION

i l
ONLY CLOSING BOTH OPENING ANL
wlIpP CLO5IN? w (P
a1 54| 47 By CA Amit Sharma 7/ iE—
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F.A § 70 i

(D) onty crosing wip 1s gven

ShPl ' PrePa.re_ the process aye norma.ﬂl}p-
(o'n'!y; d_iﬂ‘urmce will be in valve ob— Abnormal 19ss .
Abnormal am'n omd clOSihg Wwip)

Step2 i~  Stakewent o] €quivalent Produckion is prepaved:

S*ePB!— Stalewent o} Coct s Prepaved. +¢ calwlake cost ofy
cach facor o}y prodvckion-

Stepy - Fina.uy . the Cost is apportioned om the bagis o
ecruiva.lemf jﬂd'o'r.s ofy P'rbduc_'h.'o'n Lsed:

@sm'rgmem OF €' PROAVCTION
ljfmrenrm LABOUR OVERHEALDS

v 7/’ Equiv- 7/ equiv- Ve Equiv:
unzts complete  units Complete  umits  complete  umits
Normal doss 0D - - - o 2 =

Fin'shed &ood; 2 000 loo/ 2000 oo/ 2000 l[ecoy. 2600

Abvorymal Logs 500 lov/: 500 Sy 250 S50y 250

Closiug wip 1000 Fo/. 700 S0/ 500 20}. 2900
3200 2150 2450

JImportamt point -
() Ow WNowmal Loss Undts , work done = O

(M On Fiwshed éoods . Wok done = looY
s 7 7 By CA Amit Sharma z7
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s i

I(iii) Untill provided ., Ab'loss amd Ab-gain 15 Considered
ag looy whqple{‘e (e material . (abour. OH =1to0y)

ICiv) Ib- work dene on makterial s not 3ivm for Ab-gm‘n p
Rb' loss or closfng stok , always consider ib 100/ complete

@ STATEMENTY OF COST

Factor Total cost (@)  £q: Unéits () Costperumit (44)
Material Total cost
® sale of N'loss
units
XRR X X X X
Jd abour X x X X % X%
Overheaqds XX ¥ X% xXx

Imgmtww{; Note -
(i) Ib Oﬂ\P Ovie watenlal |5 ﬁivm . Teduce £ale eb— Mormal

Loss Scrap frowm 2t

(i) tb two types o matenial are 8ivem , reduce 2b onlo
frow wakeral 1

(iii) Ib. OMT cost Lke quaq.gz‘ng e omf related to ¥4 .
them add such Cost ewmly v F$ aje
__[, By CA Amit Sharma 7 AN
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First atte

CA Amif Sharmo E—

STATEMENT OF APPORTIONMENT OF COST

Poaticolans Fader ~ £q.umils Cospperunit  Total cost
Fanished gouds Material X p o] KRY

d.abovr xn xXn XN K

(8] 4 xx xx rx

X XX

Abvormal doss  Material X X KRR
Labovr X don XN K

Oon Xr Xx RRX
XXX

Abvovmal fa:‘n Mateifal ot o XAR
dabeuvy xR xR XN K

OH XX XX RrR
XXX

@ BOTH OPENING § CLOSING WIP 15 GIVEN
! 1
FiFo Metho2 Lei1ghTED Avg

I meane that Unife that were Here Hiere (8 ng suda
produced eanlier will be seold Concept of selling amp
first or the umils that item [irst o lagg: we
entexed the preduchionm process J'u.cl; add toltal cott amd
wlf wil| 3‘:.& completed omd divide b}a ool Umils 1o
'lt'mmsjvred et get ong price.-

s /7 By CA Amit Sharma &7,
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empt succcss tutorial ]

First atte

In Fipo Method
d) Fu'vs-l:lja we will use I'emqining, ob. orwina wip stock

'ED P‘VOdUCt F?
(lip  Then from cunemt prodvckien e will d0 vormal process
a.,:. P'IOCGJS'

(i) In statewent of evalvation .J‘D.St add Valwe ols o/stock

ob. F?

In LUu'gLE&:Q Avevage Melhod
('1) Follow ﬂo'rmdoi)mcu.c a{.a

cost of each factor will be <osk o)y 0/stock wryvent
Pr.m‘od cost

(ii)

(i) Calwlate pen vnit ratbe of j—ad-or of produtkien &
Q-Ppo'vtl‘ow ek

Note = I}y amy Question says that we hawve received umits
frow PrU/:'ou.S d.Lpaqtmemt » them 2b clca.an Meoms
that it 15 qlse watenial J‘O"’ ve amd 00y Wwork

I's a(’t’eady done on 2t

0)stock @ pwm = F‘fr & c.lasf-na @) Nowat @) Ap-
£ntrodvced wlp (oss loss

_II' By CA Amit Sharma 7/ A
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first atte

F .A 5 T Budgetary Control

11 BUDGETARY CONTROL

CHAPTER

@_Bv.a_é_er v/s BURGETARY ConTROL

Budaeb s'lmP1_)° r'eﬁu:s
to the Quamt b—a'cal'fen
bb- the Plam- S0 When

B""ﬂ‘*‘”ﬁ" contvol haz
thvee Stagu -

CA Ayl Sharmn EEEE—

S‘L‘ﬂgc 1 - Prepare Budad:
We exprezs ouUr plaus
in numbexs . it Is

Colled oy Bud@ it

Si‘o.ae,z - lmPiww{: it
and Compore
wzath actvals:

S{'nﬂe, 3 - Find out reaimng

ol des ationg :b~ any.
v | Y

Functions wise I Master Budget I Period wise I
— Sales budugt Long term
Fixed ﬂ“(g('t — Production budget s [}udg@[h
i— Plantunlisation budget

ks

sbnasisssatsLia F»-m.m.

= Direct-material usage budget

i Flexible — Direct-material purchase budget o .‘il;}ur‘i-term
Budget — Direct-labour (personnel) budget i i

— Factory overhead budpet

— Production cost budget
— . Current
L Ending- inventory budget > Budgets

i—Cost of goods-sold budget

— Selling and distrbution cost budget

— Administration expenses budget

L Resedrch and development cost budget

— Capital expenditure budget

— (Cash budget

RS 7 By CA Amit Sharma 77
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first attempt s a8 he rials

@ How BULDGETS ARE PREPARED

SALES
BuageT

Sales Budget

Ffl’i‘Hf . the sales buddeﬂ' (s P?'e.r:qfe& whith defermimes
the no:ofy vnits a Covmpamp Is
P]qm,‘ha fo sell or s Ca.Pq.ble
to sel or will be able to selsr

Seendlp . the production budget is prepaved ow the bagis of
Saleg budget: Lt helps e
Compamjo to detenmive Mo off

units it need to produce to
Mmeetr Salez budget-

__II y CA Amit Sharma 77 A
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CA Amif Sharmo E—

F .A 5 T Budgetary Control

first atte

No. of Units to be Pmducecﬂ Com be caleculated bp :-
Opeming T Umits — closing = Sajes
Ltock of Ff Prodvced Stock ofy Fj,

Thz:rdly . the purchase bvdget 15 Prv..f)dwcd o b-(\ﬂd-f-lf
defermive the no. o} units ol
Raw material to be Purc.haugd
te meet e Pwducl"'w budjct-

NO-ob- units te be Purchased. Cou be Calewlated bJo -
Opening T Units — closivg = productisw
Ltock ofp Rm Produced Stock of R

Tomp- Ea]ni -

(1) Ib— pattem Db- Produoh'oh or Consuwmptien is 3ive..u - ¢alev)ate
purcha:g,s

ab I|r Question agks Us te wiaintain a Specific lewed off osivg
Stock - Calewlate Pfodvci:l'w-

R

(i) EFFICIENCY = Stavdard Hours for Adval output (o0
RATID Actval Hours

[t is calwlated to find ovt wheher it took

more or lese Actval hours tham expected:
S 7 By CA Amit Sharma 77 g_
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cmpt success tutorials

First atte

(i Acrivity = Stomdawd. Hours for Adval output  y o0
RATIO Stomdland Hours

It is calalated. fo find ovt level oly adivity i
an or&amisah'm- Lke at What leveg a tomp omp
is wo'rh'\nJ 104 or KO

(ip CALENRER = Availoble mm'ng dayp s oo
RATID Totan. wovh'na o\q.v; in Budjdvc!
pexiod

It s calwlated to i—ivnd out Whether an tie
dayg er hours that Wwere p)qwmaﬁ dvri-rg the
bvdgd; period were actually anailable o> mot-

(V) STANLARR = Budgd“m! Houys X |00
CAPACITY Max possible houvs 2un +ae
USAS& EATIO Budjded Pe-rlod.

¥ shows how mamyp hovre weve plawwed as
O«.gcu'\ns-l; total hours auailable:

& AcruAL = Adval Houvs worked

X loo
CAPAC ITY Max

Possible hours 2n e

VSAGE RATIO Persod.
—T £7 By CA Amit Sharma 77 A—S"S"
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F A 5 T Budgetary Control

Wi

4 shows how mamip hovre wexe advally wovked
against total hovrs quailable:

(Vi) ActuAL usAge = Actval warking Hours X oo
OF BUAj&r&a Budgel'ed. Hours

CAPACITY RATIO

4 shows how mamyp hovre were advally wovked
Qgcu'hst total budael:ed hours -

s 7 7 By CA Amit Sharma s~
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e A Amil SAarma Tirst attempt suecess futorfals

{4
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F S A 5 T Service Costing

12 SERVICE COSTING

CHAPTER

Before tis chapter , we hawe iried our Vernpbat to calcwtate
He cost ob— jood& Pmdw‘-l‘-dl i the maﬂuJ-thuring &ndu;h}g

Now . 2n s chapter we will calolare whar will be cost
eb Cesvices P‘rov:“cled b}o Senvice indusl'rf.

In mamyfadving dndvshy we pwduce goods . so we have
Materials , lalbour amd O*l'hen'e)cpe-mes- Bot _fm' Senvice t'wdaul'y
‘thwe are no such Material or lobour . s0 We Wil Calcwliale the

botad coct amd sdﬁu\g paice v di-bbuemt harmner

! ] | I ] ]

TRANSPORT  HoTEL HosPITAL ToLL ROAD ScHooL INsuRANCE

@ TRANSPORTATION

| ! | ]
SCHoolL BuS PASSENGER BUS TRUCE[LoRRY TAXT

€/ €l Fast Cost FM by AB Chapter - 12
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ADIFFERENT TYPES OF CoST IN TRANSPORT ([(NAVSTRY

wlaerBLe Segfu: Folte.o
- ___COS‘I‘S _VAET.'ABL‘:’: C0sTS
* Dzesel * Tyres * Salary ofy Ariver
* Toll Tax * Teols * Dhsvramce
dubxicamt * Repalvs & Maint * Remt
. waﬁu’m Diiver * Office expense
passenger tox * Taxes
*  depriciakion * deemcee Feeg
* Adwmin Tees
3 S-Ctvaﬂe Fees
. EIechﬂ:iW
* dvad /unload exp
. Gag-

Technical Fee

Imtot‘bomt Eoint S

T1 mamuvjaduring dndushy We Usec| to Glcvlate cost -
per unit or pexn kg or pen Hour oOr pen Ltre

In senvice indu.sh}o we will Calwlate Cost

* For passenger Bus ~ Cosb por pamunger per b
* For gouds carriage ke  — cost pwwr tovine per bw
* for Taxi 0 Per v

* For Hotel = Cost per room per day

* Tor Hospital - st pur bed per day

__If By CA Amit Sharma 7/ A
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FA 5 T Service Costing

firse atee

* For Tol| Road — Cost pw Velide per km
* For school - Cost pwr shdemt
* for Dnsvramce — lost per Poh‘c.j

How TO CALCULATE CoST PER PASSENGER PER kM
Stepl - Calwlake total Cost (vicurred per manth or pear
Step2 - Calwlate fotal tms Lravelied
Step2:-  (alwlake Wl panemger or lotal fovves
Sl-g,P Q- .5\'2,‘; Q X Step 2

Step 1

LHAT IF THERE 1S CHANGE W PAssengers /ToNNs

STATION X

loo passemgers STATION ¥
{ [ 20 pau
E l P evgers
I150kms \ i
1 —
~_ N N N il 300 W
STATION 2
7o passemgers
Frow Statiom X =Y  4oopwms X 100 pamengers = 49.000 pass - kme
Fromn Slokton ¥ -2 300 bmse X 120 Pquwjug = 36.000 pau-bws
Frow sStabjon 2 -X (50 bms X Fo paMemgus = \0r300 Doy’ bume
86500 pawlms
s /7 By CA Amit Sharma 7




()

(i)

(i)

(v)

(v

()

(Vi)

ABSOLUTE ToNNS ¥/s CoMMERCIAL TONNS

Wwe solve 28 NORMALLY Wwe take AVEEHSE o ToNs

(Yookms X4toms) + (300kws X 3toms) [++ 51—2]5,.5 X 850 £
+ ( 150ms X 2+hins) =

Some Importamt Tips =

Always termewiber in most o Bus or Truck based Bvethons -
there is Two WAY JOURNEY (Covn'mg £ geing)

So iy a question says . the Yruck or bus rakes one trip -
2k means ONE Round JOUBNEY

.Occv?a/n)g meams = '/ of feals Occupied

()| S0 to Calewlate mo of passengens Total seats X ocupamcp

And i nothing is given , it meams - Occupamey IS lov y.

Sometimes Quation can qlso give  dijperemt Otupamey Take for
nward Jbume,)o (Cnm'ngj amd otward J‘ourne}a (3ain3)

Tﬂl‘&'ngs means SALES RevVeENUE

'Ill' Ques says texe are 20 Buses and ow average o/ buses
are doww [or repaivs - we wlll do calwlatiens fov (8 Buses

__II By CA Amit Sharma 7/ A
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F.A 5 T Service Costing

@ TAX1I OPERATORS

Both the Passmﬂear buses or 8.&00(9 Cafryhsg tocks Cha.‘rga
on the baurs ol Pq,ssemjers - kms trowelled or fonms - kwms
-I-ra'nsPorl;ed'

CA Amil Sharmy ST—

But in cae of Taxi ,1E charges ovly on the baiis of kms
trquelled amd not persoms travelled

S0 tere cam be two Case -
(h Aok /] Taxi frovells euiln passemger
(D Auvte /Taxi Braveus without pavienger

exquIe - A Taxi travelded Tolad 5v00kms where 40y
6} time it trewelled Searching Jor passenger
Tota cost incurred 1s < qoo0D-

13 meams ouvt o 5000 kwms
4o0y° e 2000km frowelled wjook payenger
Co / ‘e 3000 bn Dowelled Wil PaMefujer

So Taxi river will c'.hwrae suth @ e that he will recver
all cost frow Pa.ucmjwr-

Lo rare changed = Totol Cost
Told bme bowelled win passevger

= 9000 /3009 = & 3)km.
g_

€/ €I Fast Cost FM by AB Chapter - 12




WHEN THE AUES Ask To COMPARE THREE ALTERNATIVE

CompPANY S EMpPLOYEES RENTED
CAR _OWN cAR CAE.___'
-ﬁtp'teu'ahm
Reimbursement X
Hire daarﬂe_s X
Insurance A
Ee.Pqirs A
Petrol J
Tyres <

@ HOTEL INAUSTRY

-
m e m

aRe TR @
Amm A

For the Hote twaws-try, we have to calwlale ¢ost for ene
room for one dqy- Bot 2F is important to note that |
a. hot el may have dulpevemt ca.regor)p ob rooms ke normal,
delvx . ,cuPu delux , S0 wWe have to make ¥he calwlakons for
EQUIVALENT ROOMS.

For g)caw\()lg - 200 Roowms With Normviat Price
loo Delux Roowms with ALovble Price
40 super elux ROOMs With 2'S fimer price
lotad c¢ost j—or Yp_a.y is <10:00:000

__If By CA Amit Sharma 7/ A
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FA51.- Service Costing

First atte

IEauWALeNT Rooms ‘- (200’“) * (Iooxz) P (4;9;;2.5)
= 200 + 200 + 190
= 6500 equWalemt roome

Cost per equivalem voowm :- COST = Z10.80.000
Total & - roowm 500

Z 2000 Pe,r eglu’NaJth Vooms

Co sk ob Normal Rooms = & 2000 per taom pwdqy

st ofy  Delwx Rooms = & 2000 X2
< Y000 pex room per dap

Cosk ob- Super Qelux Roomg = £ 2000 x 2°5
Z5000 per room per doyw

@ HOSPITAL INDUSTRY

All calculahovis are Sawe
 per Holel 1ndusby 2
Only ﬁbﬁmcg (5 here.
Cost per bed por dayp
(s calevlated-

s 7 7 By CA Amit Sharma &7
€/ €I Fast Cost FM by AB
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In IT lndushy . there are Individvals . Smup ok Dwdividuals
or COqum’e_s whi'ch onvu'de. Techwrical Sesvices and ‘‘them
raise bills for &t: SOme (akegory of expemses are -

Sa.larry °fj emploirees Expenses dfrecﬂy ?enul'aﬂ

directly working ow related to protect OVerheads

proTect Eﬁ.l‘-' dePric.f‘a.h'on wWhith are
ol, IcuP\-aP_s vsed or recovered
ftavel exp to omd om bass of
JWW? cliemt places Direck Salq.}.,

@ ToLL ROAQS

Roads axe constrvited by
P'ri\(cde. bedies and ten
handed ©0Vey to 3,0”:'

But f2r [ixed penod gork
allows privare bodies to
Colleck ToLL o Feclover Cosk-

_II By CA Amit Sharma 7/ A

Chapter - 12 3/ €] Fast Cost FM by AB



F.A 5 T Service Costing

first atte

Since there are d.ib.bgrunt 'h(Pes ob— Vehicles - S0 we need
to calwlate equivalent Vehicles - The cost of tnese profecs

axe clcus‘u‘-(col inte -

l
Bl? CAPITAL RePAIRS & ReweeiNg
exXPeNAITURES MAINTENANCE OPERATING Exp
Like expenses for Like repaits ofy Like Scdaxj oy
Consbrua%nﬁ voads Yoads s\nw; at Tell.

@_INSURANCE COMPAN Y
Pe.ople. or Canam’u. toke I|nsuramce as a P'rohd-r'oﬂ puipode -
There com be vanious fiypes o Insurances -

l |
LIFE ?&NEU}L LIVSURANCE
INsSURANCE INSURANCE OF PEnNSIon

The Ewntre Costs of am Svisuromce Compamy cam be classipied as

() Jdevelopwent OF - eg- saly - man ke eting

PoLlcli &s
ay OPERATIONS - aj, !Bu:‘nﬁ Pol:'cjo . Claim setloment
cii) SUPPORT FumNcTIONE - eﬁ Po_gegjt . admin exp.

(v IT oDEPT CoeT -

s ~ # By CA Amit Sharma &7 103
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EAUCATIONAL INSTITUTE
a L

* EXPE NSES .NRECTLY TRACEABLE TO
ONE& CoOuRSE -
Tt 1s recovered on baais ob— Shudents

|

e ]
These inshitutions provide fne muck needed [unamce to the
Zndividvals or mpomier n  the b—n\lowinj forms -

l l I 1
Home £0UCATIONAL CAR PERsONAL
LO AN LOAN dO0AN LOAN

Cost of recpechive depantment - Tewvered fomn that lepl

Omwoy Ovenheads Ob-a.u dJ-Pt ‘= recovered om bouis ob— ne' o
Loan Opyla'cczh‘om or loan
ameouv ¢

_II By CA Amit Sharma 7/ A
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F,A 5 T Service Costing

CA Amil Sharmy ST—

@ POWER HOUSE

s 7 7 By CA Amit Sharma &7

€/ €I Fast Cost FM by AB

—
Genenl .-\nn.| W k{ﬁ\;ét‘ }m
| ]

FIxea cosT SEMI- VARIABLE VARLABLE CosT
+ Remt » Metus * Fuer
. Em s TOOI_S y WQ*QA’
* Tax *  Furnomces $ wacs]es
’ -?)ep-n‘a'aﬁen anﬂ soap of

[n;urqm(_@_, Bwm (s I’thC@d)
J Salan)o

Adwin
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e A Amil SAarma EMpt SUCCESS Futorfala

First attempt success

{4

__II By CA Amit Sharma 7/ A=
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Cost Accounting

CA Amif Sharmn E——

CHAPTER

COST ACCOUNTING SYSTEM

l
INTEGRATED Alc
Whemever alt tae Cost Felated
and b—ihctmce telaked “tramsadhions
qve Yetorded *D(?d'hex re Coskt
qQwd h—inamq'ql qcc.ou'ni:ing fcCords
ave prepaned Cnmhiwddf-

CosT SHEET

R T P T et e

Airect material
+ Direddk tabouv

NON - INTE.q;ATE-D Ale
Whem Cost telated amd fivavee
felafed travsadioms oy we
Cam .CQJJ whem Cost Ye. recovd
and b-inamc:‘.ql ajc recovd S

Qwe P'I’ataarrd I?wa.l'aif;

¥ Diret Expemses
PRiMmE COST
+ Fadow OK

(adgustwment fov WIP)

FAcoey CoST
+ Adwmin OR

Cost of produdion

(adpustmemt for F¢)
Cost OF f‘roo.as SoLD

+ Colting ouenheods
+ Disthbvhion Overheads

dosr o)y Saleg

RS 7 By CA Amit Sharma 77
)/ €] Fast Cost FM by AB
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Cost Accounting
cmpt 5 cas tutorlals

* Raw material . wugu cnbwl  + Diveet Exp-
Conhw| @e afe cntw) afe

. F‘mh'ry oM s WP Comhwol * Adwin OH
Comto| @fC afec Conl| Qe

¢ Fivighed ?uo« : ‘tlliﬂs & Ais + Cost Ob-
Cavitee | qﬁ Comin| aje Sales Q’C-

* Sales ajc 'Cﬂ.lﬁna PIL '5"" Itdrr

Ad;u.cl-- ajc

(inttead of Azbtou/
Cxeifors /Cﬂ-lh Aje)

Auestion - bah:f are Wwe U““"j COonTROL AJcs in plate o RM,
WIP or F2nished 74;00!& ajc’
Whemever We arve u.c.ina the werd EM/MIP/Ff
Wwe Owve Dnly reﬂ-vg}na, t0 a pcv-:h'ulw-d 'I'ype Of -

But whwmever we awe using the Levw CONTROL ,
we qre rejj-e.ning to the all types o RM /wWip/
F& a a whe-

__II By CA Amit Sharma 7/ A
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first atte

FA 5 T Cost Accounting

(_D JOUVRNAL ENTRIES

@ lohw You purdhase
Raw Matexiad

(D wheu you pay wagus

@ [b- Rm is odirect and
vsed im Praduction

D Ty wages is Lirect §

Lsed in onduch‘w

®) Ty Rm is Indirect
amd 'Vb to AOH .
EoH or S£& D 0OH

© Ty wages in Tudirek
amd 'I'.li to AOH .,
FoH or S§DoH

'@ Whem qu'na OHs
Qwe incvyred

RS 7 By CA Amit Sharma 77
€1/ €l Fast Cost FM by AB

INTEGRRTERD

R™ control afec — Dy
To Cﬂ..lh/qur_

wﬂgc& C-aje —4r
To Caah/Bomk

WIP Conhwlafe —AY
o Rwm (aje

WIP Gonhplafe —AY
To wagu ¢ afc

FOH Conhol ajc - AF

AOH Contel afc - At

S£2 OH Conhol @fe -~y
T©o Rw Gwnbol ak

FOH Conbol ajc - AF

AOH Conhel afe - A1

S£3 OH Conhol aje ~Ly
To waﬂu Conhnl afe

Foh Conhol afe - A
To ca-sh/Bomh

CA Amil Sharmo EEEE——

NoN- INTEGRATERD
RM conhwlaje — L

To gem Leog- Ady-

wﬁju Crafe —2v

lo gw Ledj -Ady

WIP Conhol afc —AY
To R™ Conhol ﬁfc_

WIP Conbol afc —AY
10 waﬂe; c ﬂ,c.

FoH wvholaje —Ar

AOH Conhel ch - Ay
S¢.0 0l lonim) af.-_-.ar
T¢ Rwm Gnhol afe

FoH Cdﬂh'ﬂlo.{r. —-AY

AOH Conhel ch ~ Ay
£¢0 OH lonim) afe- AY

To wajq cownhnl af

FeH Conhwol 01'0. - Ay

To Gem Lulje Ady

109
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Cost Accounting F - A 5 T
empt 3 cas tutorials

Whem FOH are

Fecovered

3) whem F§ ges

Completed

.E Wwhem Adwmin OHe
Qe nCvrred

@ Whem AOH are
recavered

[ Fg oty 4ip
to Cosk oy Saluac

[®) Lhen S§2 OHs
Qye inwred

1)) Whem S&2 OHs are
retovered

@ Entire Cost of the
8oocl Xy b Pl

WIP Lonbel afe — ¥
™ FoH Conbel ajc

FS; Conbml @fc  — A
To WIP Conhol ch,

AOH Conho! aje ~ A
To Ca-sln/Baml:

Ff Conh| Q{c T \) ¢
To AoH Conhel ajc

Cost Q-b Sales afc -y
o Fgr Ganlro) a{c

SR Conbol afc - A
To Cash/Bomk

Coct of Sales aje — A1
™ S&A canhe) afe

Ccuhng Pt — Ar
™ Cost ub Sales ajc

First atte

WIP Lol afe —dy
To FoN Conbl ajc

F§ Conbl ajc — Dy
o WP Conbol afe

AOH Conbolage — ARy

To gwl.e.ﬂlj- Ady

F‘? Lol Qe - oy
T0 AOH Conhel ajc

Cost ob- Sales afc - ¥
To F? Con'rol ajc

S€R Conhol afe — Ay
To Gemledy. LT

Cost of Sales afc -2y
o S&€A Lnhol afc

Cosh‘nﬁ PIL — Lr
T© dost ob Sale afe

To Bada afe To Saleg afc

Chapter - 13
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RS 7 By CA Amit Sharma 77

first atte

Cost Accounting

CA Amil Sharmo —

(i) Whem Rm is direchip
issved fo Praduc&iw

_f.') Whem Bm returned to
SUP P]a'gr

Kiii) €xcess BM retumed
by prodvution dept
(¥ Novwal Less of Rvw

(V) Novwal Less o Wages

Vi) Abnormal Loss % R™

(Vi) Abnormal Loss o wadq

(Vi) Tramsfer from ONE
Jjop 0 OTHep

)/ €] Fast Cost FM by AB

wip Conbol @fc - A¥
To Guh/Bomk

CQ.I.'hj Bomk Q.{c — dY
To Rwm conhol afc

Rm Conbol age — A
fo wIP COM\'WIO#,

Fon cConho) afc = Ay
M Rw Canhol /e

FoN Conho) ajc = Ay
o wa.gu Covhol ofc

Cosh‘nﬂ PIL afc — &y

Bomk o — v
o Rm canbol a/c

Cosh‘nﬂ PiL afc —~ By
Bomkx oc — v
o '-'-’0323 Conbrol afc

Noe ENTRY

@A-bblTIOMAL ENTRIES

WP Canholafc — Ar
To fem Ledg ﬂdj-

Jem-Ledg Ady - 2r

To BRmtonh| afe

R Conhol qje —ar
[0 WIP Conhel e

FoH conhw] afe - Oy
fo e Conbhol afe

FoH connhl afe ~ Ay
T woges Conml e

Costimg PIL  ~ Ar

0 Rm Canbol afe

Cosﬁug piL. = #r

o waau (nﬂholO{c.

NO enNTRp.
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@Beconcumrwn

Sivce Botw cost chuwﬁnﬁ amd.  Finamesad Acaou'nh'ng howe
their own methods ofy re_cardiwg tramsackions -

So thexe Cam be vamous sifvahons tohere there 1s cﬂi‘ﬂ-wwce
in recording of tromsackions b}’ Cost § Fanomeiod ﬂcwunh‘ng,‘

TRAWSACTIONS ONLY TRANSACTIONS  ONLY DIFFERENCE
RELWRANED IN LosT RECORAELD IN FINANCIAL  IN AMOUNT
ACCAUNTIN? Acuunrwg oOF Rewg.awf,

TRANSACTIONS ONLY
IN FINANCIAL A/c

Fanamuol expemses fecorded Fa2namciol Dacewme lecorded

Bhlf m FZnomgol Acwouwt thg m  FZvomgod Account

: Eoodwill write op » dividemd  Received -
reliminasp exp w/of * Profjit on sale off Wset -

* Dnterest on loaw * Chterest recerved on (oan.

* loss on Sale o) Assel * Remb received

* Distounk on lssve ab—Share. " Tvamsfer Fee recejved

i EXPD‘HSG om (Ssue ui Share
fumpmr's Shase ‘Hj- nw"ce exp
" doss bp Fire but anly to

ertemb viot Covered b}ohsuraua.
* Qonahns or Lnteme Tax

__II By CA Amit Sharma 7/ A
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F.A 5 T Cost Accounting

TRANSACTIONS ONLY
IN LOosST ACCOUNT
¢« Nottonat * NoHonal ¢ Notiena * NoHonal Intereat
Remt Kaian)a Depriciotion on capital

(©) aiererence or amownr
'.M_S-?qnmﬁm in valvaten * odifferemce Ih Valuahion -« Om/UndqumL
o Vepriciation o Wventerp i not i to PJL

@ RECONCILIATION STATEMENT

Propit @ pr Cost Ajc X% X
'-uj Ttums to be added xR
— Thums 1o be Subtracted (%)

Propit ag per Favameial Ac X RX

RS 7 By CA Amit Sharma 77
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14 JOB & BATCH COSTING

CHAPTER

This Chapter S a more easgi-fred and Cambivation of A e
[Chapters discwssed eanlier :-

! i i 1
COST SHEEeT MATERIAL LAROUR OVERHEANS

Jop COSTING = Tt s appliied. where Wie have seme special
ordexrs with Specife requiremients 5%«41]}0
Called as Swevate b or Cost and them all
Calcalakions are dove to find cost for thak
Job omd Guete selling pmice-

sporles PRoucr » Totally oub of vse

LOEEECTIVE PROQUCT '- (Can be Corve thed bj; dninj exh¥a Wovk-

SoMe IMPORTANT CASES

() I defects are Novmally - COST OF RECTIFICATION s
poxt ofy prodvchion S pread among embive batch

un T de.ig.rcts are due to B ﬁamsb-u et t P/L ap-
Abnovymal reasons Cbai wo-rkmwhsh;l;)

(i) Dy defjeds are due t - Chagge the Cost b MATERIAL
nggl.‘?;ame, oY makertal INSPECTION AEPART MENT

echon dept
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F 5 A . 5 T Job & Batch Costing

BATCH COSTIN
We apply the Concepk ofs Batcia cos'l'?vna, When tae produckion
(s dove in Lots ie A enmkire bakh of lels say Sou vrits
Qre pwdveed ab one hme or N one go

_EcoNowmic BATCH QuAawnTITY

0 reffers tp the Gvanﬁ’rj o Umits . that should be prdveed
ln One -Hime Or oOne “go  so tat Cost per baktch o) p7v duthion
15 least: It is destved bP-

B = JZX.M(S
¢

A

Arnyol Dewamd off e produck

S - geuing up st - per bakca

N
t

erv)o cost pex unik per annum

Q/ €l Fast Cost Fi by AB Chapter - 14
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