
AS-2: Summary Chart
Cost Formula/Methods
-- Joint Product

V

Historical lost Non-Historical

Inventory meaning : Methods Methods Two or more finished goods using same production process.

&1 ↓ All goods produced are material and important·V

1 . Goods held for sale : FG or SIT ordinaring Not ordinarily Adjusted
2. Goods in the process of production : WIP Interchangeable interchangeable selling Price => Lost of Raw Material + cost of conversion
3. Material or supplies to be used in production process : RM to d Method: #

4: consumables & Spares (If not covered under As-10) FIFO specific Identification Apportion on the basis of
5. Packing material Weighted Aver method A,

sale value at Split off point of all Joint products·

Inventory Valuation : - COST or NRV we lower · *1180 is not allowed as per As-2.

* sale value is mentioned and not selling price pou.
cost of inventory Net Realisable value Sale Value = Units produced x selling price pou.

& ->Y

Rawmaterial WIP/FG · NRV of finished Goods * sale value after further processing will not be considered.
↓ ↓

1: Purchase Price inclusive of taxes 1. cost of Rawmaterial a selling Price

2- Trade discounts & rebates 2. Conversion cost b. - lost of selling Main Product & By product
3 . - Recoverable Taxes - Net Realisable value

V

Got All cost incurred to bring the variable fixed When using the same production process,
two or more

inventory to its present location & ↓ to 2. NRY of WIP finished goods are manufactured
,

out of which one

condition - Added to cost Actual production > Normal produ or more is important and the other is not so important
* Normal Loss forms part of cost of of inventory on -> fixed off absorbed on the basis a. NRV of FG

inventory. the basis of of actual production. b . -cost of completion Important & Material FG : Main Product
* Abnormal Loss is dr . to POL actual production. NRV of WIP Not so important & immaterial FG = By product

:

Actual production Normal produ
=> fixed off absorbed on the basis 3 . NRV of Rawmaterial = Replacement cost Entire cost of Raw Material & Production process is assigned

of normal production. to the Main product.

COST EXCLUDED :- Exception :- When RM : cost] NRV By product is valued at NRV and such NRY is

-> General Administration cost General rule RM :value = NRY reduced from cost of main product to arrive at the
-> selling e Distribution costs. net cost of main product
-> Abnormal losses. RM is used in production of FG and NRV Of FGY
-> storage costs (unless it is necessary to bring inventory to cost of FG i

its present condition ( then RM will also be valed at cost. Non-applicability of As2

irrespective of itsNRV-

- wip arising under construction contracts.

=> wip of service providers .

=> If entity has shares
,
debenture as stock in trade .

=> Producers inventory of lifestock & agricultural/forest prod.
De

after harvesting
↓b

I forward C.Government 3 . Negligible risk of

contract Guarantee failure to sell.

* Inventory can be valued at NRY:

- Mineral oils/oves/gases- after extraction -

valued at NRV ·


