Material Costing
J
. CaleuloHon of (05+
refoded +0
7 Input requrred for Produckron .
'Ob\,'ewye 1 to reduce Matno) @St .

L. Inpud % Owrput

Inpus : / Oudpat
mater’al > mnaunin e ’\; Proau e
Raw rmaterral Anlshed (Goods
C Plashred ( Pen))
S ¢
Mmateriod @shng ST SHEET
9 |
RS.
Yo)e,
2. Cost rerared +o marerial -
b & 1% d
Pureinase orderng | carryrng | Holdmg
Cost Procurement Cost storoge (ost
Amcunt baud * [00dINg ¢ uNlcodrng © sforoge pent
fo supplier - Transportaton @st « Insurance
'Inspecﬂ"ém st efe. . In+erestjeic :

o
-There rs  Inyerse reroﬁbnsh'rp berween
orcvermg 2 cgrrqfng COSt .

3. Economic Order Quanhty : [EOR]
Q QUesShon: How many units of RM shouid be
Purchase purchased rm o single order_

manage ANSWEO EOQ = QAD
~ C



-

)

R

Purchase
mancige r

supplrery

$

- 3
\&_/

Purcnase 4 ordenmg . carryrng

cost

oSt

QosSt

\/

Totad [,

> [Fogo i’

%
TNpur — Otput
Marena
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4L 4

4. Example for derrvaron of Ec® Formug:

A : Annuod Purchose of RM . 6000 K9s

G : Orderrng (st per order . 1606 per order

PC = Purchase (st per unitof RM 30 peruni+

% - 1 107 p-an.

C *(arrying @skperunit pot. 30X 107 = 3 perunit p.a
ODHB

Q: QuanhTy 40 be purchased N Q single orderd) 600 kg

or b) 1000 kqS

0rc) 3060 Kﬂs
Seledt +Hhe best Opt-rfon .

e
3 Nt r T [ NATS] 0b¢
Quanhiy ()
ParHcutors 1000 2000 3000
M| B bt 120,000 120,000 180,000
CAXPC) (6000%30) (6000%X30)  (6000X30)
) |anhuas orderrng Codt: 6000 3000 RO00

_6000 6000 6000
<xo > <looomooo> <\’Ooo suoo&) <'-3c>oo looo>

NO OFf orders

0 |ANNUA) COTrYIng (OSk: 1500 3000 460
Q 1000 X 3 000 > 3000
(Q XC> < : > <—Q %3 3 x 3
T0r0! (OH+ 187600 186000 1 8650d
RecommenadaHron ¢

Compony should place Order FOr 2000 unity as +otal
CO5+ 3 10WPeSY
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perfvaNan oF EOQ  FOrmula s
Total o3t 3 mrNmMmom  when
AN AL
orderrng (ost CorryIng (os+
on = _Q X C
S} 2
AA”O _ Qc
—q -
QAD = Q2 C
RAO _ o 2
e =Q
AAO
- °

~

ECQ =~ [AA0
J e
/

2000

X 6000 X 1000
3

-
-
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&

(N~

CW. 1

Derarisé -

At 10000

0 : 80

PC : 2 peruntt
7.+ 8% p.a.

¢ t QX887 = 016

QAC
c

E0Q_-

No OF

. R
orgers

Q

&

(tON+)

CW. 2
Dot

' 5000
t 15

A
0

J

10000 _
V800

{ X 10,000 X GO
O.l6

4 orders .

Pc : Y0
: 07. (R+12+6)
tQ0X90% = 4

V.
¢
EOQR:
<X SO0 X 16
2%
T 200 pNItS

VSO0 qu.

_Incarrecs Purchase (03¢
A 85000
O :1pg

> PC . 12.8
7. 207 (R112+6)

\

C  1128%907 = uKe

/
QXX SO0 X 16
Q.56

= S0 units
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(. | Statement $howINg Total (o3t:
Pa el 10 1 200 UNts _9Sp unlts
f) | Annoa) Porchake (o3k 100,000 6M00G
(AXPC) (§O00 X R0) (S000 X R.3)
8 | AnnUQ) Ordering (054 400 36 _
rmo 0Forders (A6 F(sooonoo) (5000 +9350)
x O > B x16 6 %16
S .
¢) |Annua) cormving (ost 400 3006
0 200 REY
<3xc > <-——Q x#) < 2 x(-%)
Totod (05F . 100800 6NO6N0
&£ CW.3
(onN=) | Derau’1s -
A : NOOOXI1amoNn+hs= ARCOR - | A<fnnua) Rm
6 1RO RO : £
pc - 0 (componentx) (Produes)
Yoo 107 \ | !
C QX0 2R ? ><J-,gcoo(‘~1000)<ll)
1. EOQ = j AXHEOOO X 10 ‘”‘!OO Unffg
Q
d. 3 ANN 3
Eo® MmnrmLm
RorHT 1014 YHO0UDN] 13 4000 UDit4
d |_RPc 960,060 © 966,000
(AXPC) (48000 %0) (48000 X 20)
b) | ADC {H00 BT
[ (A8 ] (48000 +{400) | [(H&0OO +I~pooo)J
N6 O Forders x 6 X0X RO ARG
¢) |_ACC 1400 4000
%XC> < AN00 4 <Qooo X2
Q 2
0101 Co st 964800 96SH40
Extra (o5+ ~o be Inturred= R5.6040 .
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s_mJ_Fszum_mLmng_Coit._

Ot OF +wo Qyawriable opHons , MMIMUM cgrryrnq
Cost 13 aF EOCR e R5.AHOO0 .

£ | CW.5
(WN=~1) | Derauy -
A : Hoooo < /R For
O : 7% (3601390 (rge) (unts)
Pc : 60 ' Xy
Ve ! - 4 >< FO0,000
¢ :(ofrying peranit pa .
0SXIa = 6
g
16

1. Eo&:/Q‘f\*'0,000X'?S‘O . 2000 kgs .

. IS

?. [frequenwy of orders:

0) No of orders = _B__ 40000 . v0 omders
’ Q 2000

b frequeney:. ~ _Qrders days

Y0 365
I >< 2 18NG

Approx 18 days

4 | CW.4

ReFerence NOtes:
ZED company 13 +trader 3¢ I+ wri purchose Fep (Not RM)
2. A= BNNUY FG-

. lead H'me means oe)iver/y Hme :
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(N~ | _Derris:

A 40000 Patks
o ‘&

Pc : %o

7.« 10V

C *HoXION = 4

1. | BO@ = | ¥XHO000X8 _ 4pg POCKS .
4
2. [Noof . _HOO00 . pp orders
orders 40O
3. | Tty Cod+:
Annua) orderrng @st+ (100 X&) 80¢
ANNUOU COrryIhg cost [ (400+2) %4 ] 200
1600
4. | Placement of pext order:
0) No OF days For whrah present mventory
can be ysed 3days
<£om Doy 5
4o000 \_ 360
3%9 < 2
b) Leod Hrme (DeIrvery HmMe) (300ays)

Compony 3houtd Pplace ovder Ymmedroiery
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2.Various Stock Levels

Concept Question

CONS0 M pHoN Aeog +rme
PortreanQara (usoge) (Re-order peviod)
mINTMU ™ 0 Kas 2 doys
NOTrme) CRYProge) R0 Kgs '9;_39> 3 days (Q_':_*+>
MoXI'mum 30 kgs 4 days

Re-order Quonhty = 1OOC Rgs
30ty Sock = G0 Kgs .
Calcurope VONMOUS 34+00K lexrels.

Re-0rder - MARIM U  x MAXrmum
Leve) (ROL) CONSUMPH N Lead Hme
t dOXk
s 1v0
"OR"
RoL = Sofery 4 <Averoge N Averoge3
dtoek condamptrgnd  Leaad H'me
= 60+ (Q0%3)
=~ @0+ 60
= 190

mrormum = Reorder ~<pr9""‘39 X Averoge)

$tock 1exe) Leve) consumptren  Lead H'me
(Safery $10K) & 1O~ (Q0%3)
= 60
inaxrmom - Reorder . Reorder _ <mmrmum x forormun
Stock ley @ leves Quanhty Onsumphen  lead Hme
= RO +1000 — ( 10%XQ)
= Neo-2o

1100

CA RAHUL PANCHAL
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4. A\/ero?e 0) OrprMouMm 340K + Mmoxtmum 3toue
Stock fewve@ : 2
= 0 +! 100
o
= K80
b MMImum +< RO® >
Atock 1eye) Q
= 60 + [ 1000
2
= 60+ G600
= 560
(on=) | Derarige A b
Portrcarars conumpNon  lead Hwme  condumpiNan  lead Hwme
mInrmum VS N VS .z
Average Se ) <‘L_'Q’f—6> so ) <z_:_l.'>
PR UM s 6 ’s 4
Ro@ = 300 Ro@ = 5006
_ParHctorg 0 A a)
1. | Re-order . IS X6 TSx N
Leye) Ko 300
3. | mrnrmum itock 450 -(50 X5) 300 -(S0YX3)
1RVe) = 200 )
3. maxrmum touk 450 +300 - RSYY) 300+S00 «(A€¥2)
tewe) = 650 76
4. | Average steck 200 + 650 1SO+780
1Q)yQ) = Q o
SR TAS 450
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4 CW.9
(oN=0 | _Derarrs
A ' 5000
O R0
C - 5
(wn-2) | RO
Lf queston fa sfient +hen  EOQ = ROQ
/ﬂ = \/O‘XSOOGXQO = 100 UNs
\ c G
(wn~3) | Detanr s
Partcaora _condumptron _lead trme
MOrnrmo m * lo b days
Averoge 's 0 doye
MAXTIOU M 20 'S doys
ROQ = 00 UN |ty
Emergency lead Hme= 4 doys
% m;q @NSOWPOED = _(MIN +1oX
2
¢ = _Mint+3o
2
Gexa)-eo = rornp
N 210
4. | Re-0rger = Qo x16
leye) = 300UNItS
Q. | maxrmum = 300 +200-~ (10%%)
doac leye) = 4EO6 anits
3. |mrormur = 300 =~ (1€x10)
ht0 O 1exe) SO Lnits
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4. | Donger - Average x Erergenw
Leve) [ Censumptran Lead frwe
= 16 X 4
= 60 upits

v/

iy Averoge onsummptyn fs Not grven then take
prarm U consumMmpbon .

\i'g

I+ $10CR reothes danger lever then company has fo place

order on Mmedrate pasrs . (I'e. emergency pur(hase)

4 | CW.10

wortmg : Kqs

A 10 Mrn * 176

5 b Macarue o k@ <Avq 1 900

e 6 lunt Max : 23S
onsumpion (Rm) depends Lpon  produchen (for)

1. | pnimum $tock OF & -

Re-order _ [/ Avyg x fvg )
LeveL (ondumptren  1ead H'me
2000 = [(200%16) %47

3000 =N0006
~4O00 Kgs

Q. | MAxrmurg Stock OF B

Re-oraer , Re~order _ <MmrmuM * mmrmum)
L &~y consumphien  1ead e
1780 + 0000 ~ [ (178%4) x 3]

7650 Kc’s
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Maxrmu m
c®n3am piren

6400 Kqe

S .| Rearder [eye) OF C °

(RS X6) *» 4

h. | Avg Stox leve) OF Fri

% DexIMum
Q43 Frme

MINTrRY ™M
Stocx rene)

9000 Kq_g
Ve CW. 11
(wN4) | _Derarid:
A : 84000
0 : 9000
C ' 306

+ ROO

HOO0 + <'Or000 >
2

Ryeroge (onsumphen = €0
Averoge [e0ad Hwe = 6days

If anofner Fformurta used
& +hen 1013 K9

(54000 +360)

b) 3aFery Stowk =

n

t. | EOQ = /qxsaoooxgooo _

300
9. | ! I3 F_be OF
Q) Re-order ley®) =  7doysx 166 = 10So castngs
b) 3aFery 3ok =  RoL - (Avg ensumpiron x  RUg Lead Hwe)
= 1050~ (6X1<0)
= ICO Cosh'ngs
3. 82 RIsK oOF bgmg oukr OF 5ok :
0) Re-order leye) = 9 doysx 166 =

RoL - (Avg consumpHon x  RIg Lead HWR)
= [3S0-~(AXICO)

4o cosh'ngs

1200 ( astrngs

3 So ca sH'ng Iy
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a) ANNuay oroerrng cos+

A xo

®°)

b) | ANNUG) CorryIng (OSt 4
/ %> X

5. New E0Q & Frequenwy
0) | New) £0QR:

QX SHOOO X600 _
\ 720

b | Freavency :
o1d polircy (EOQ =18C0)

4. | Totay Bono @) (obt (G2 ABK).

300 Cosb'ﬂgs

( orders
B4000/1200) 30 360
Rt
1200Ys

270,000
< 540006 x9000>

1800
405000

{(aeo + “‘T°°> X 3001

67S000

New Po!my ( EOQ = 300)

Oralers doys
(64000400) 180 KBGO
! ]

2daye
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CW. 20

Par~rcdrars A

Inventory Turnover
Rarro (Trmes)

9000+2T7000 <~ 1000

RMc _ 16,000 +52000-6000
ANQ Stotk ~ (10000+6C00)+ 2
= 5o OO0
8000
= 7 Hmes
Inventory Turnover
Rano (Doys)
36S 36S
Ratyo 1 Trmes 1
52 Qays

(9000 +11000) <2

¥ S000
'0,000

- Q\g 'HM@

365
S

146 dayg

comment: Materrad A 15 MovIng foster than maten'cs B

HW. 8

{30000 . 2.6 +rmes
100,000

6 S 46 d0Yys

S




@ | Formuio:.  Tota Cost refased fo moteria) ~ sCrop Value
Totoy QUAnhty — NoTWma) 1055 Quanﬁhf
£ | CW.14
(WN~) | Net QUaHty -
Porculars A B
Totou Kqs 16,000 8000
& NOrmo) 1053 (500) (300)
/ 9500 7620
& Provisron @Y. (190) (153.6)
9310 75264
1. | Rate perKg
Pordcuiors A A
Purchase (st 160,000 104000
Custom Doty ® 107. 16,000 10400
(100000 XI07) (104000 X/O%)
Frergint 2133 1707
Totw = A+ 8
(k9) | 18000 = 16000 + 000
@ | 38407 2 )
TOtoU (084 11133 16107
L Ner QUANhty = 93ro + 75064
104 15.43
e HW. 6
3. | Rate per unit _NOteS -
Purcnase Cost 800 | a) I@3r Iy 1Qnored a3 (redu 13
+ Roang (ox SO ovostoble
Tot oy Cos+ 80 | p) cash orscount rs rgnored 0s
< Ner units '-‘30% 't 15 onnecded to BnAce .
b.q
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" $Umm0r\/;

Retured by 3fore
f0 3upplrer(1s3ue)

supplres Yy 5TDRE

Purchase

w

Replacement by

supplrex (Recer pfs)
(New)

ihortoges = Js3ue

5. STORE LEDGER

Rerurned by dep+
to sfore (Recerpts)

> FOOOrV
1530 todept —

(Ls3u0) Produthen

deparnent

L ,PO J

Dept A DeptB
Job 1 Job 2

~_ "
Interne) Tronsfer
hotrveen cept .(f3n0r9>




106

STORE LEDGER:
F1FO
__ Recerpt Issue4 balance
Date ) 2 C ® P C ® p C
Jan
[ 100 ! 100 toco 1 100
2 100 Q2 00 100 1 100
100 & 00
W (Job16) 60 | 60 40 | No
100 A 00
3 Job17) o | 40 Q0 a 160
o 2 4o
1246}
KRIFO
Recerpi lssed balance
Nate 0 p ¢ ® P C ® P
Jan
[ o0 ! 100 oo ' 1060
20 100 2 060 160 1 10§
100 & Q00
W (Job16) 60 IR0 100 1 100
No A 80
¢3 (Job17) 40 Q21 R0 go | S0
6 I Qo
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_WAM
Recerpt _ Ishues balance
Nate N p_C ® P ¢ W p_ ¢
Jon
| 100 | 100 0o ' 1060
QB 100 2 060 160 1 100
100 & Q00
200 @ 300
( 300+200)
W (Job16) 60 1.5 90 40 1.6 R10
(210+140)
3 Qob17) 60 1.6 90O g0 LB RO
C1e0+80)
Q. | Toble:
___ Porticalars F1FO (ZFO wWAM
ob | 60 RO 0
&Tob '76 Qo>”"'° !%)o>zz° go>'g°
C163'NG 3otk 60 g0 120
3. | Drdcusds:
PorHcUIq s FILEo LIFO whiMm
cost OF mQteria) : MINTMUM MOXIMUM Avq
Pro A+ . MCKTMUM MI'NTMUM lwg
crog,mg $toce. : MeXmuw MINTMU W Averaqe
(Tt wi avg out
+hrnqi)
L (AM w1l be preferred.
Refre Page .86
m ICAT module
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_ Balance
R X P = C

CW. 18
ATORE (EDGER (F1FO)
Recerpt 4 l4dred
_Dote O x P = C Q *x P = ¢
400t Q00X
i
4 8 6.S LX
6 KO K76 381G
(Bzco)
7 IR 65 78
16 lo ¢3S 5§36
CRetoened fo B e )
1R ) 6:5 3¢SO
1o CY¢  §3.50
13 20 LYY 3N XS
15 d6 GO [61SO
(M%Co)
tey (o} 535 53.S06
19 © 805 §7.S0
R0 B 653AS V&AS

S 6.6 162:5

(163S +a5)
17 G S 116.S0
1Y 6+C 11050
5O 6516 8% S0
8 6'9 3~2ng
Bo 676 &SSO
) 6.5 3260

Ho 53¢ 30

30 58 172:80
10 53¢ 5%S0
10 5-3S 5%-So
XY 610 162 SO
RS 610 16+ SC
v& 6410 1€2. SO
10 5.3S 8 So
5 5} S 3.} 5
v& 6el0 1€, SO
10 Bqu 63"-;0
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Recerpt 4 l4dcre4 _ Balance
_Dote R x P = C Q x P = ¢ Q x P = C
26 R 876 Q&5 0  6+16 122
R 6. 10 30.G 10 508 8350
36 ? 610 124 18 GelO 10Q¢8

10 5.4 63. D
{3 X 16336

Treatment of Shortage:

me materra) found 3hor: 04 0 s+ Of JfoCk +ouu'ng
hos been (OTTHen OFF ai relepont+ M4ue priee .

N n Purchose

Engimeerrng dep+ m%rmg%
~_#o
Bom TPRN ~_,

R fawory 5 4TORE | ¢ s0pphrex
/\9 m RN l Invorce
A GRN

N4

MnTN
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6. Stock out VS Carrying cost

CW. 13
(wN-D: Colcraton of Probgbllrty:
StOCK Ot OF £ res NO Of +rmes Probobrs ""’7’ (%)

100 v L7,
g0 ) c.
() 10 10y
00 20 0.
10 30 307,
o} 33 N ! 3y,

00 Jole]

1. Hotement 5hQu)r'ng TorQ!l (03t

s0fery 4t0Ck O Ut 4+oCkoud corryrng TotQ)
Shocke tewed _ (onrtd) (03t COAL o+
100 - - 100 X 50
5000 5000
g0 Q0 Q0 X160 X Q. 80X 56
60 4000 40606
80 GO 6o x ISO x 7.
30 30 X 1SO X S, 50 XS0
375 IS0 1816
R0 0 30 X 190 X ¥
(56 6o X 1S6 X S.
30 30 XISOx107, ROX S0
10 g0 Jo x 150 x o7
30 0 X160 X oy,
40 40 X 180 x 10%
fo 0 X180 X0 10 X SO
1696 SO0 Q19S
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s0fery $+0CKk O U s+ockous cortyrng Totau
Stocr tewe)  (onrtad (03t COAL Cost
0 100 100 ¥ 150 x &y,
0 0 X 180 x Gy,
RO 50 % 160 x 107.
00 0 X I66 x €0y,
1o 10 X180 X 3px%
QTOOo - 700

Decrsron: OpHMuLM S0 Fehy $toCk lewed = 20 Uupits
(Because +ota) COs+ 13 Towesr rn tis case)
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CW.12
o' Ng - g For
AXE ‘> macntne |—> Product A
BXE 4
(@Qqua) rono)
1.IZnpet CKQS) (Preduc
INDd —_1034 = OUWAHpUL
( %) RS _ =4S = 100
?)< £ ch’.
I.&QKC)S
A: 0.6YS hqs )} EQUA raND .
8 O-6QS‘K<r$

Q. (O3t% Ja1es Varues-

materra) (084 : AXE = (0-6%5 x160) 93.75 v

BXE : (6.62€%x 90 )  5K6.9G y 150 100

Produckron Expenses (1SOXNOZ) 60 %o

TOt) COSt 210 INO
+Proht  (20%X0%) 4
253

J0led
Totd 50108 Yarye ¢ ProhHt w1 ! remaun 3ome

-~ oty O3t w1 reraun same (1.0.210)
S Totod Mmoren'ad (034 Show o be Rs. 160 .

3. ROt of AXE & CXE:

let's Qidume CXE = R K9s
. RAXE = 1dS-2a

CosFoF AXE + (O3t OF ¢XE = Tota maferia) Cost

[(ras-2)x160] + (= x7s] = [50
[B}¢S ~ISOR + AS® =1C0O
183:S ~-1SO = 1S0»®2-3FSoe

3%S = TSR
X =0:S g0
CKE = O: SKYs AXE : CYE
AXE = 1s3€ — 0+ = 0.75Kqs 0-?S 1 0.5
3 : 2
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Cw
v N
oW

16
19
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7. ABC Analysis

% .
> Quantty Am+
Dramond © mrarmum (o). MAXTMUM 7D,
T God s moderare oy Mmoclergte  Pov.
g —» Box : MARIMUM 70, MINIMUmMm [0~
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A = Annua) Purcnose OF RWM

RM Em FQ—
A ! 36Q0D 0D - E
0 7% R E
P : RS 36400 1820 > 0peNINg oo 4015 0,000
ot 136 ‘mc Produ cpen 18200 (tesng -~
C el . o?enrnq-rvmcmse-qos'm? seme 0,060 20060

200 - NVRC = 3640
Pureinowe= 3Goop
Choy
fonsom phen leod hme
AT 4

A Vg Q 6
Mo¢ +20 b
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MO (OShng

A 7 T i L

£0Q Stock T Tro fare puy sL yd AbC
S g o s ‘ 5}
l_*o/ ROL rmee pays  TCSY ‘

C 1N TR-NL
i 167
: P9 ah
pc pange ¢ FLw
v,
o
P
0.




