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. H?\lt‘: b i [ Variability based Eloments based __ e Direct
. Pr ‘\.\ flqu _, a - Fixed «  Matetlals . Inlirsck
Bl \R‘t“”‘,‘jnk\’ { - \‘\“idbl(‘ = Labour
[ e _— L S&>l\\i-\"\1|~in_tx|(§ e Expenses «// —
T eoNS=baseq ] 2 " Controliability based
¥ Nuction I / i e
. AMiNi Sty | / Controllable
s oeu VStraliGn | Non-Controllable
Selling e O e = VRS L) I
* Dustribgy -
] - iTe) =
* RaD " Normality based
- Pr‘tkpl\\mcﬁon t Normal
[ = Conversion I Abnormal
—_ '
— | - /

Attributability based

[ Paveie————
—dyment—bhaseg T L
olicit ""Ed*~~ Decision—making based

I *  E\plicit e  Product

- Relevant . Period

¥
eri“Se X Effect based

f - Engineered

- Irrelevant

j
| e Implicit Di : *\
| iIsCretionary
11 FORMAT OF COST SHEET [ R |
| S S Particulars
| Add: Pur;hag S focl} or‘Raw Materials
I et Clocin‘q;z‘f ("TLIL.JdIhg Carriage Inwards, Transit Insurance etc.)

: —>1Ng Stock of Raw Materials :
f A g:::cxz E;a;;;irals Consumed / Raw Materials Consumed \
}Add: Direct Expenses
j PRIME cosT \ —\
{_Add: Factory Overheads (also called Works OH / Manufacturing OH / Production OH)
} GROSS FACTORY COST / GROSS WORKS COST
Add: Opening Stock of Work—in—Progress
| Less: Closing Stock of Work=in—-Progress

|
§ FACTORY COST / WORKS COST

| Add: Quality Control Cost (if any)

| Add: Research and Development Cost (if any)

! Add: Administrative Overheads relating to Production Activity (if any)
4

!

{ Add: Cost of Primary Packing
Credit for Recoveries / Scrap / By—Products / Miscellaneous Income

COST OF PRODUCTION

!
LAdd: Opening Stock of Finished Goods
-' Sub—Total (Note: This may be considered as COST OF GOODS AVAILABLE FOR SALE.)

| Less: Closing Stock of Finished Goods

COST OF GOODS sOLD
General Administration Overheads (also called Office OH / General OH / Management OH)

Selling and Distribution Overheads (also called Marketing OH)

| —
N
|
bt —

|
,‘ COST OF SALES
| Add: Profit / Loss (Balancing Figure)

SALES

FTR.1
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adhuka’s Practical Le rning Series ~ Cost anc 351 i g AL
v Materials — =
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[""T,EEPT K I Val 70%, 20% and 10% for A, B, C respectivel.

—— = P 7 a = BT nd 10%

| ABC Analysis % in Total Value = 70%, 20% ar

: d Time [or]
: ate » Maximum Lea :
1. Maximum Usage Rate » tion ad Time) e e
Re—Order Level 2. Safety Stock + Lead Time Conseu%&;e Rate = Avera eL[J-:a e Rate % Min. Lead Tlme]\\
il evel s svel — Averag = inimum e

Pamimum Level Re—Org@r lt:c:ell + (l;n&oim:;?zr(Quantity — (minus) [Min

Maximum Level | Re-Order Leve
—=2iMum Level]

Maximum Level + Minimum Level [or]

1. 3
or]
ini f Re—Order Qtty [
2. Minimum Level + o) .
et Opening Stock + Clo sing Stock
o
2
] 1. Min. Usage Rate x Mi_n. Lead T{mtz3 Iézl;]]
Danger Leve| 2. Avg. Usage Rate x Min. Lead Tim

ime
3. Minimum Usage Rate x Average Lead Tu;;rials TR
e Where A = Annual Requirement of Raw Ma
2AB
EOQ = =

= ing Cost per order, ) e
£ g = g;rmi?'ng Costpper unit of Raw Materials per ann
7 Resociated Co s ing Costs p.a.
= (2) Associated Costs o . - o
. : ost p.u. p.a.)
= ( f Ord B: Z:ngo(s:? lsarjr%arder) + (Average Inventory x Carrying p
= (No. of Order

= 2ABC
(b) Associated Costs of EOQ may also be computed as

. = Y2 of Assaciated Costs p.a.
€) At EOQ under Wilson's Formula, Buying Costs B.2.=Carrying Costs p.a. Z\PN

i i i e
Computation of EOQ when uantity Discounts are availab]
Procedure

EOQ related
formulae

. Cost of Raw Materials Consumed uantity of Raw Materia
RM Turnover Ratio = Average Stock of Raw Materia|s i
Note: Cost of Raw Materials Consumed = i

Average Stock of Raw Materials =

Number of Days average inventory is

responsibilfty
on the Person jn default,




2. Treatmen
Situation

- Duet e lat o inflating normal wage rate
Charged to the Job directly. Such amount wall be suitably
. - arqe
- ~ S desite, €9, immediate defivery, etc recovered from the customer by charging at a higher rate,
WU overtime 1o mect production requirements due Charged to Job - treated as Factory Overheads.
2 NNt voelopments = B = ——
! & t faur f y 1 X v ~ non . ("1’!0"11 to the dC()JT'[I’ﬂQnt n d@faU”, in order to ﬁx
Uiy ¢ 4] yriwcular gepanrt aal 3 YOn— argtt
availability of A Paraculs department, .G rL\QPOn;lhI!ItV and pre\.eng-rgc}lflglge_‘

matenals during normal time

= oy 2w . = -
2 abnoimal conditions, e.q. stnike, etc

] 3. Computation of L
Without Expansion |

r Y
U

urngover

Gurukripa’s Fast Track Prferencer

tum
f Overtime Prem
toe Accounting Treatment of Overtime Premium

| Treated as Regular Cost of Production, as Direct Labour, by

Account as Loss.

——

Charged to Costing Prp_ﬁ‘t_ar}q Loss

abour Turnover Rates __ _________
T — - Labour Turnover With Expansion

‘ ur 11 ' S
L. Separation Method: D | 1. Separation Method: = T
L o —
R —_— e —— A R+N
. Replacement Method: = R | 2. Accession Method: = T o 3
SN L | ==
- . : ey e L S+A _S+R+N
3. Mixed Method: 2 SR | 3. Flux Method: Al
L = ) . E | — .
> = Number of Separations, R = Number of Replacements, N = Number of New Joinings / New Recruitments,
A= Number of Accoessions= Replacements + New Joinings / New Recruitments, (Ol')

Number of Workers at the end + Number

of Separations (=) Number of Workers at the beginning.

[Number of workers at the beginning + Number of workers at the end]

L = Average Labour Force =

| Simple Time Rate

S

2

4. Computation of Labour Productivity or Labour Efficiency
(3) Based on Time: (b) Based on Output:

Actual Output produced

S Standard Time allowed for Actual OQutput . =
Efficiency = - e 2 dif p =
MRS Actual Time taken Efficiency Standard Output for Actual Time waorked

5. Computation of Wages under different Wages and Incentive Schemes
Formula for Wages
| Total Wages = Actual Hours Worked x Rate per hour.
| Total Wages = Actual Units produced x Rate per piece.

System

Simple Piece Rate

!
|
l
|
!

1 Total Wages = Basic + Bonus, and is calculated as under —
I

. - {  System Basic Component Bonus Component
- ;;22;:':1:' Bonus Halsey Hrs Worked x Rate p.h. 50% x Time Saved x Rate per hour
5 t h M‘C’w— X Time Saved x Rate per hour
! Rowan Hrs Worked x Rate p.h. Standard Hours

Chapter 4  Overheads

Concept Formula

| Segregation of

|
|
|

Difference in Total Costs
Difference in Sales Value

Variable Costs as a % of Sales Value =

SV Costs — « Variable Costs at either highest or lowest volume as Sales x Variable Cost % computed above.
High and Low | .  Fixed Costs = Total Costs less Variable Costs as computed above.
Points Note: The above principle can also be used with Difference in Output Quantity or Difference in
Method, etc. Operating Hours in the Denominator (instead of Difference in Sales Value), to get Variable Cost
per unit or Variable Cost per hour, as the case may be.
Type of OH Output means
Meaning of Factory OH = Units sold + Closing Stock of Finished Goods + Closing Stock of WIP.

Output for OH | AOH related to prodn = Units sold + Closing Stock of Finished Goods.

= Units sold

General AOH & SOH

FTR.3
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. Concept |~ Formula 3. Allocation
| — 6. Recovery
Absorption 1. Collection 2. Classification

5. Re—apportionment

ﬁostj'js Stepi 4. Apportionment e
L A stribution Mé u

Direct Dlztr'[ iethod, or Step Method, or
Step Ladde ervices Method.

iprocal S
Non-Recipro® =20 S

Assumption
Service Departments do not serve one another.
One Service Department serves the other, but does

Assumptions
and i i - ic : .
inM;;llods not take back services in return. ReClProca;tSe%N;Qedismb”t'on Technique (or Trig)
e )
apportionment ° Rneg Error Technique), (O-F) hnique
Service Departments serve one another. ar jtaneous Equations Technique.
- Snm!-'for which license has been issued by an

- e - ity of the Plant
1. Licenced Capacity is the production capacity 0 g to the Manufacturey

appropriate authority / Government Agency. ctive capacity accordin
2. Installed Capacity is the maximunt1 produ sable Time LoSS.
specification of machines / equipment. . navoida £ .
3. P':actical Capacity = Maximum Capacity m'"ushwir?;aleipicmd to be utilised l?ovsir ca:fl(:)r;g dF‘:ec;l_Od
ity i apacity of a Plant, wnic . apacity minus iva

¥ ga‘;;?a(:ncsa;g:lgl;thtgii;nsp. Nzyrmal Capacity = PrACEEESE tual operating h
Capacity capacity due to external factors. duction achieved, or actu 9 hourg

Concepts 5. Actual Capacity Utilization is the volume of pro TlE EEbak

worked, in relation to installed capacity. v the difference is called e pacity (or)

6. If Actual Capacity Utilization < Installed Capacity, R s
L A Sy Flant. [eleiCapagiy. d Capacity, the difference is called Excess galr\jacrlnt:l Ca'p'za.go“'
i talled Capacity, : ity and Nor acity o
B s e cine s Miei difference between Practical Capacity city = Practical :
Abnormal Idle Capacity is the differ co, Abnormal Idle Capa (or

’

p e ; is higher.
Actual Capacity Utilization whichever is hig ) M gl
sometimes Normal) Capacity minus Actual Capacity Utilisatio

1. Direct Method (Based on Output): ) Percentage of Direct Labour,

QO

Overhead .
Recovery 2. Indirect Methods: (a) Percentage of Direct Materials, (b Machine Hour Rate
Scthoes (c) Percentage of Prime Cost - (d) Labour Hour Rate, (¢) Machine Hour Rate is called
If Total OH include = hine Hour Rate
Machine Hour | Machine—related Direct Costs only SD_:;e(;te l\lclaaf:hine Hour Rate
Rate Concepts | Machinerelated Direct and Indirect Costs X : =V ctine Holr Rata
| All Machine—related Costs + Operators’ Wages l Comprehensi

Treatment of Difference in Absorption = OH Variance = Absorbed OH Less Aciual OH

Absorbed OH is less than Actual OH

Absorbed OH is greater than Actual OH ) ) )
(Credit Balance in OH Control A/c) (Debit Balance in OH Control A/c)
OVERABSORPTION UNDERABSORPTION

(represents Savings in OH Expenditure) (represents Increase in OH Expenditure)

Accounting Treatment (any one of the following) Analysed as due to —
A

1. Write Off: Small amounts may be Normal Reasons Abnormal Reasons

credited to Costing P & L A/c. €.g. genuine planning errors, €.g. Strike Period Wages,
2. Deferral: May be carried over to next changes in assumptions, etc. Labour Court Award, Obsolete

Stores, Penalties paid, etc.

year, by transfer to OH Reserve Alc or

Suspense A/c. Treated as increase in COSTS

3. Cost Reversal: In case of large amounts, (using Supplementary OH Treated as LOSS and debited to
cost of jobs may be reduced / adjusted by Recovery Rate), and Costing P & L Account,
passing reversal journal entries, apportioned to production, i.e.— (Also see Note below)

2 Closing Stock of .
Units Sold Finished Goods Closing Stock of wip

Debited to ———  Cost of Sales A/c FG Control A/c WIP Control A/c

FTR.4
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|1 Identify various activities vithin the Firm = oy L0105
3 _Relate the Gye rheads to activities ULIng Resource Lo~ ~ —1
Stages in e i gitim raer POMETS zA i, N s =4
ABC > App':mun Comts, Of Support satizities & Cost Pool.
4 l Determine Activity Cost Drisers for each 7,+-m// = ,.,,;',.._,, Cost .'/;/,:r ]
5 | Compute ABC Rate = Total U"? L f Activity (Cost Hr/:;: cr ;—:u’.’.f A /£ FEC Pt ]
6 | Assign C‘Jf?J'? Cost Objects using forr ulp~ ReSOUTEE = Actnv:t‘l Bas?d CO"Clﬂg -y
Particulars Tradmonal Absorption C°5t’"g : a
[ OHrelated to | Places / Cost Centres / Departments:
Ac’uwty o —6;1,;, — () Unit Level pctivities (zrl Gu’a P
Ascertainment and (b) Fzcility Level poctivities (Fired) mzyf
be identified. I
Cost related to Costs related to Places [ Cost Centres. e '
Traditional Cost Drivers Tirne (Hours) is . ascumed 25 the only | focti Jity—tice
Absorption “causal factor” grvf-rﬂlngg__‘____ﬁ____ - - : — !
ﬁgéﬁ"g B Single & Multiple | Only Single Cost Driver for each d2 | 5;;1@,:;” =ty ?fls/;’« L identified. |
Cost Drivers L = = kel |
Recovery Rates Ether multiple  rates  (for  each | Specific activity-wise recovery rates |
department)/ single rate (for the entire | are ':'::-:’i__r'ﬂ*:f': is no Tsingle” or |
factory) may be used. overzll” L2C Pziz. |
Cost Assignment Costs are assigned to Cost Units, i.e. £0 : Costs are assigned to Cost Objects.
products, or jobs or hours. '
Cost Control Not suitable for cost cantrol. | Suitzble for Cost Control |
Value—Added Activities (VA) Non—Value—Added activities (NVA)
Activities necessary for the utility or | Additional and extraneous activities, nct fully |
performance of the product. | necessary for product performance / utility. |
Customers perceive as adding usefulness to | If eliminated, this will not reduce the actual or perceived (
the product or service that they purchase. i value custormers obtzin by using the product or service. |
VA vs NVA Work valued by external/internal customer. | Work not valued by the external or internal customer. |
Activities They improve or maintain the quality or | NVA activities do not improve the quality or function of a |
function of a product. VA activities result in | product or service, NVA activities create waste, result in |
“costs” and not in losses. delay of some sort. \
Making product more versatile for certain | Expediting due to work delays, cost of re-work of |
other uses. defectives, etc. ll
To simplify VA Activities and manage “costs”. | To eliminate NVA Activities and avoid "losses” |
1. The use of ABC as a costing tool to manage costs at activity level is known as A"‘tl‘llty Based Cost |
Management (ABM). ABM utilises cost information gathered through ABC. 1
ABM 2. Stages: ,
(a) Identification of the activities that have taken place in the Firm. ‘
(b) Assigning Costs to Cost Pool for each activity. ]
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Format of DPP Statement

A jvities.
Concept — C:::S across the Primary Activi
(c) Spreading of Support Activities o | roduct demand for Activtes
(d) Determining Cost Driver far eac ducts, according to p ting, 3. Busines ;
(€)_Assigning the costs of Activities to Pro tion, 2. Activity Based Budgeting, 3. ® Process R
\“_"‘T—_‘— ST 5 ost Reduction, 2. ent |
Bus:mes_s Spplicationigof o l'g performance Measurémer 3. Cost Definition, 4. Mang
€ngineering (BPR), 4. Benchmarking, 5. t Implementation, gemEnt
Otfiers Benefits of ABM: 1. Cost Reduction, 2. ngge
Decision Making & 5. Efficient Resource Utilisation. oo tion &
i e i execution measyrg
ABC on plar'lnlng, . Me
- it Focusses tive advanta of
Technique of determining cost of activities & activities as the key tot-compg?\fflen by ABC g?’;)r
i ation 1 e .
ABC Vs, ABM |-COst of outputgrod'uced. T cost data for Use | Aims to uUse mgos”:nd orofitability, ffettwe
Aims to gener(.:atge_ t:_mprove business process' -
In managing activities, is a conceptual aspect.
It is the operational segment of ABM. 'oi;;z if planning and controlling the expecteq 3ctivitieg 7
] =3 : i r ;
- Qd;:lty ?azed' Btédéestn_r;?féggg )b:JSdgeFZ that meets forecast V#\LO/H;‘;?& ;”ti iger Esz;t-::zgic 9oals,
e Firm, to derive "y Cost of wor '
= b) Quantity, and (c)
i 5 . ggzaﬂfgzzri:)r%etg ggf :t\f'la?lsgis, (b) ;3etter Cost Control, (c) Management Focus, (d) Resource
Management, and (e) Realistic Approach. v - Better Management of St
1. Benefits: (a) Better Cost Analysis, (b) Better PTE? RE;%Z'S”S © g Ores ang
DPp Warehouse Space, and (d) Rationalisation of Prspu er unit of Time, (<) DPP per unit of Space
2. DPP Indicators: (2) DPP as % of Sales, (b) DPP p d r ] —
I — B fitabil be analysed customer group-wise, since ABC creates cos Pools for Ctivities,
Customer using ABC, profitability o I, and different groups of customers have differen "Activity
Profitabilj Customers use some activities but not a l, tomer category and related decision-mak-
Analysis b Profiles’. Hence analysis of relative profitability based on custo ing
¥ l is called Customer Profitability Analysis,

Materials Ret

urned from Producti
Department, S

Wages Contro| Account

Wages Paig.

FTR.6

Chapter 6  Cost Accounting Systems ,

Receipt of  Materials Stores Materials Issued to —
Stores  Ledger  Controy | D€P zz:rtment, s () Jobs (i.e. to wip),
Account [or] Raw Materials | * ost  of  Purchases including (") Repairs Wark (Factory OH),
Control Account Carriage Inwards, (i) Offi

*__ Normal ang Abnormal Loss of Materials.
 Wa02S anayseq i L2k LO5S Of Materis_

Particulars / Product A B 3 \EE
Selling Price per unit XX XX XX XX XX
Less:  Bought-in—Price per unit XX XX XX ~__XX_____X_X_
Gross Margin per unit XX XX XX XX XX
Less:  Directly Attributable Product Costs XX XX XX XX XX
1. Warehousing and Storage Costs — €.9. space, insurance XX XX XX XX XX
2. Transport Costs — e.g. fuel, vehicle maintenance, labour XX XX XX XX XX
3. Product Batch Costs XX XX XX XX XX
4. Inventory Financing Costs XX XX - XX XX XX
Direct Product Profit per unit : XX XX XX XX __*)&‘
Less: _Indirect Costs and Common Overheads XX
] — 1 A

Credited with

. ce (Administration OH),
(iv) Sales p

€partment (Selling OH),
Materia|

S returned tg Vendor,

D“'ect WaQES’
Indirect Wages,
b

Abnormal gje Time / OT Wages, if any.




|
|
Name of Account

Debited with
Factory OH incurred Le. —

Credited with

ractary OH absorbed to production, i.e,

— Factory / Administration / S&D Overheads

— Factory / Administration / S&D Overheads

To Non—operating Incomes e.g. Interest, By Non—operating Expenditure, Income Tax, Write
Dividend credited only in Financial Books offs, etc. debited only in Financial Books

To Opening Stocks (RM, WIP, FG) under valued in By Opening Stocks (RM, WIP, FG) over valued in
Financial Books A P " Financial Books

To Closing Stocks (RM, WIP, FG) over valued in By Closing Stocks (RM, WIP, FG) under valued in
Financial Books " 'Financial Books :

To Profit as per Cost Records (bal. figure) By Loss (if any) as per Cost Records (bal. figure)

3 | "Nh‘”v (G1F] Contro) i
[ ACCoumt (o) Produ “,,, «  Indirect Material consumed, transfer to WIP Control Afc. o
! | OH Contral Account e Indirect Wages, . Adjustment for Underabsorption, if any.
; " . Indirect Expenses. 2 —_—— e . o trancfar |
{ L wip : S . Factory Cost of Production, i.e. transfer
" \‘\‘:" Control Account [or] Factory Cost items of Jobs i.c. o Fimiahed Goods Control Account.
| \ Ledger Control | ® Direct Materials, . Abnormal Loss in Production
ttount *  Direct Wages, if
‘ «  Factory Overheads absorbed. Department, I any.
5. | Administrative . Overhead | actory Overheacs aDs=i===————1"AOH absorbed to goods produced or
| Control Account a AOH incurred. transferred to Cost of Sales A/c. (Note)
; Finished  Goods C;{trol «  Factory Cost of production, & . Total Cost of Goods Sold, i.e. transfer to
G. } Account [or] Stock Ledger | ° Administrative Overheads absorbed, Cost of Sales Account.
Control Account « Cost of goods returned by | . Apnormal Loss in Warehouse, if any.
- g—————— | Customers,ifany. _____ A . .
s (S)?I":’;Q‘ and  Distribution Selling and Distribution Overheads S & D OH absorbed to units sold, i.e. transfer
l} =2 %, __erlggq:q’ant_[Ql Account | incurred. to Cost of Sales Accoqnt. - :
8. | Cost of Sales Account . Cost of Goods Sold, & Total Cost of Sales, i.e. transfer tq Costing
—51a coes fccount |, Selling & Distribution OH absorbed. | P&L A/C.
—=-_| Sales Account ~ Transfer to Costing P & L A/c. Sales Value.
10. | Abnormal Loss Account Abnormal Loss of Materials, Abnormal | oncfer to Costing Profit and Loss Account
s e Idle Time Wages, Overheads etc.
-«  Cost of Materials Purchased,
i i o Wages Paid
General Ledger Adijus e Sales made during the perlod_, C ’ o
i Account 4 Jnent Net Loss for the period, if any, | e Various OH lncurreq and Depreciation,
transferred from Costing P&L A/c. e« Profit for the period transferred from
Costing P&L A/c.
Note: AOH related to Production Activity is transferred to Finished Goods Control Afc (or alternatively to WIP Control
A/c), while General AOH is transferred to Cost of Sales A/c.
D Proforma of Memorandum Reconciliation Account
r Cr.
Particulars 7 Particulars E4
To Loss (if any) as per Financial Books b/fd By Profit as per Financial Records b/fd
To Overheads over—absorbed in Cost Books By Overheads under—absorbed in Cost Books

Total

Total

Note: The above account may be considered as an extension of the Financial P & L Account. Hence, Financial Profit is taken
on the credit side of this account. Debit / Credit approach to reconciliation as under —
Identify the item causing difference e.g. Production Overheads, Goodwill written—off etc.
See whether the item relates to the Debit or Credit side of the Financial P & L Account.
Ascertain the direction of the change i.e. whether the amount is to be increased or reduced in order to arrive at the

1.
2.
3.

figure as per the Cost Records.

If the amount is to be increased, record the difference in the same side, if the amount is to be reduced, reverse the
difference by posting it in the opposite side. [Refer Chapter 6 in the Book for Reconciliation Decision Table]
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%a_ Series - Cost and Managemen? Accou! )
Eh‘}l’._te[ 7 Job and Batch Costing —

- price
Job selling PICZ

Job Costs are classified and ascertained A6 Ut -
e +  Desire
v esireq P'“Oﬁt
Total Costs 4
‘ di ::t Costs \(‘.\!l!l‘..lh\f
i + Indire Ha ©3)
S D”':i: C?Stf 13) using absorplion t ates) ‘-.__..,1
SQ ! actuals
J\m &da v{ 113 '.‘ ; AOH . .
Direct Materials Direct Labour Direct Exps P$H v s
A\ 4 v e ot As 9% of AS O of Salec
From Stores From Time Cards / From gy da Drub \Vorks Value or \wf A\
ReqlJiSl.tion / BOM, Job Cards & Wage Journals & La‘b'\’ur. of tog Cost Cost s
net of Matl returns Analysis Sheets Voucher Hour Rate -
<) I Rate of Interest (1) and Unit Cosg o7~
EBQ = [2As A = Annual Demand for Finished Product (units). | o i
Y » Where g _ Set-Up Cost per batch. production (C) is aiven, then EBQ = \/:‘?“
C = Carrying Cost per unit of Finishad Product p-a. | [ I (o
e
*
nit Costing
—

Single / Qutput / Unit Costing is appli ! -
a single process. In other werds, Output is identical, and eac

Chapter 8 Single/ Qutput /U
Industries which produces single output or a few variants of a single éUfp“t~ Examples: Quarties,

; m:t(s) is / are produced fr
=d in situations where Standardisad PrC om
l Concept ed in situations w! jl
is arati f Product Cost S
Brickworks, Colliery, Paint Manufacturing, etc. Primary Focus Area is preparation of Product Cc st Sheet,

h unit of output requires identical cost.
ljxamples
LCosting | The principles of Cost Ascertainment are the same as applicable for Job Costing as in Chapter LA,

Chapter 9 Joint and By Products Costing o 1)
Formula

l Concept | |
. 1. Physical Quantities Method, 2. Average Unit Cost Method, 3. bur\'e\_',fTecfmlcal Evaluation
Methiods ofJolnt Cost / Method, 4. Contribution Margin Method, and 5. Market Value Methods — (a) Sale Value at Split

ARRArHdnAIEND Off Point, (b) Sale Value after Further Processing and (¢) NRV at Split Off Point
1. Cost Recegnition Methods — (a) Market Value, (b) NRV, (c) Standard Cost, (d) Comparative

I Compute Additional Costs = Further Processing Costs + S & D OH if any.
| Compute Additional Profit = Additional Revenue Less Additional Costs.
I Decide: If Additional Profit > 0, process further. If not, sell at split off point.

:::gﬁg:g’gv?rus y= Price, and (e) Re — use or Opportunity Costs
evenue 2. Revenue Accounting — (a) Low, (b) Moderate, and (c) High Revenue situations
Further Processing Decisions
[_Step I Procedure |
l 1 I Compute Additional Revenue = Sale Value after further Processing Less Sales Value at Split off. ?’
|
|
I
|

2
3
4

|
C
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Chapter 10 Process Costing ———

‘ s
A unting Procedure for Process Lossos! Stage A LOSS. =

Step | procedure. ’f-*“":;_'________________,.____————————-
f B e —— ’ - S E yaantitys ?
: . Lompute Process Loss = lnput Quantity Less Output QU _‘uf ELPCCU_"-_(L@,QE—QEQD; 2]
<. Determine Normal Loss Quantity, either pased on Input € be. [Step 1 LesS Step

L3 [ Compute Abnormal Loss or Abnormal Gain, as the. case mMay 2o ==

Stage B: COST ANALYSIS — e
| Step — e —— Procgg_gff-m and
{ 1 — o ass ACCOUND

) Dotermine Gross Cost, i.e. Total of Debit Side of process A

t anquth'[gr the Process.

LB Detormine Gross Input Quantity, i.c. Total Input et Normal LOSS:

L2 | Detormine Normal L S Valib, it
= ity e al Loss Quantity, and Scrap Ya oo = Tt .
)’ 3 \‘l‘; Compute Net COS& - GR\{{C{\;( Less Scrap \/;\ILEQC OLE][(:/I’[:;SS No(mal o Quantlty.
L 1 (® Compute et = Gross Input QU 1 : :
: ‘ e ey oxacted oitgqg“"ﬁ :tlégsvt’_ Step 3(3)_ _ (This is called as Good Unit Rate)
(4| Compute Effective Cost per unit = — e = <tep 3(D)
N iy S = Net Expected Output
{-§§§99_C= VALUATI:N: The various items are valued as under= iz of valuation
el m
y = : = e uni e.
?—}—""Eﬂl’“\ Produced & Transferred | Effective Cost per unit as Per B(4) abov
s N— Scrap Value only: ) above. (Note: Abnormal Loss is considered as
‘ Sl i e Effective Cost per UL 25 p%r'g(va)lued, as if it were good units produced.)
| | : Deemed Good Produc’os: e bove. (Note: Abnormal Gain constitutes Actual
| 4 | Abnormal Gain Effective Cost per unit as per B(4) @ .
: (excessive) Good production.)

Stage D: SCRAP REALISATION ENTRIES (Abnormal Loss Gain Accountin

. hereon.
< Dabit with Normal Loss Quantity and Scr?p C:/fa;léfati.
Credit with amount realized by way of sale

* Nommal Loss Afc ferred to Abnormal Gain A/c.

; i ns
When Process Loss < Normal Loss, the difference is tra

Debit with Abnormal Loss Quantity an A
Credit with amount realized by way of sale of scrap.

2 | Abnormal Loss A/c

d Cost thereon at Effective Cost pu, as per Process A/c.

: i c.
Net Abnormal Loss is transferred / debited to Costing P & L A/

: ¢ i i hereon.
Credit with Abnormal Gain Quantity and Value t
3 | Abnormal Gain A/c | « Debit/ Adjust Normal Loss Scrap Value, when Process LOSs < Normal Loss.

— -  Net Abnormal Gain is transferred / credited to Costing P & L A/c.
EQUIVALENT PRODUCTION: The following steps are involved —
Step 1 Input — Output Reconciliation of quantities on physical basis.
Step 2 Determination of Percentage of Completion and Computation of Equivalent Production.
Step 3 Computation of Cost per equivalent unit.
Step 4 Apportionment of Total Cost over Production, Abnormal Loss and Closing WIP.
Step 5 Preparation of Process Account.

Note: Before applying the above steps, Students are first required to decide on the following —
1. Method of Valuation, i.e. FIFO or WAC:

Opening WIP is not given.

Opening WIP is given.
2. First Process or Subsequent Process:
(@) For the First Process, the Cost Elements are — (i) Material, (ii) Labour and (iii) POH.

process, (ii) Process B — Direct Material Input into the Subsequent Process, (iii) Labour and (iv) POH.

(@) FIFO Method should be used if — (i) degree of completion for Opening WIP is given, and (ii) Cost break—up of

(b) WAC Method should be used if — (i) degree of completion for Opening WIP is not given, and (ii) Cost break—up of

(b) For any Subsequent Process, the Cost Elements are — (i) Material A — i.e. transferred in material from the previous

FTR.9
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Explanation for Steps p units + Freshly introduced units,

Step 1
Input — Output
Reconciliation

Compute Total Input during the period = Opening WI t, or (ii
P g the p percentage Of Total Input, or (ii) Percentage of

(a)
(b) Compute Normal Loss Quantity based on — (i) Pe Closing WIP].
Expected Production, i.e. [Opening WIP + Fresh Units =% it into — (i) Transfer from Opening vy
(c) Determine Quantity transferred to next process, f_’”d E]assilsfv’only for FIFO, and not for WAC Methodlp
& (i) Transfer from Fresh units. [Note: This cIaSSLﬁcaxggorma' Loss / Gain as balancing figure,

(d) Identify the units lying as Closing WIP and compute  reentage of Completion

Step 2

Item

age completed in the prior periog, g

cent .
100% l_essb :far nee Percentage of Completion.

(a) Transfer to next process out of —
(i) Opening WIP

Percentage of
Completion and 100%
Equivalent (ii) Fresh Units introduced Nil
Units (b) Normal Loss cified in the Question for Scra
(See Note (C) Abnormal Loss 100% (generally) Or £S5 SPe 3 ti B,
below) (d) Closing WIP As specified in the Ques lor1. :
(e) Abnormal Gain, if any 100% (quantity written within braczet:ctt(i)v:ir;t?ilvsa[-ll:rt\iac'cl'o 0
(a) This is obtained by dividing the Cost (Materials, Labour & POH)t 2)1: ch:tre?'faF;s. In case of secnl;r?ldt&
Sten 2 (b) Scrap Value of Normal Loss, if any, is reduc?r?wfrt%rr?a"tf;\e EC; SPrevious Process Raw Material, =
Cost per Subsequent Process, it is reduced from Cost 0 aWIP Clost + Current Cost) is determined for

Equivalent Unit

(c) Under WAC Method, the Total Cost (Opening

i ivalent Unit. : iDlyi
calculating the Cost per Equiv TR 2nd Closing WIP by multiplying the

Step 4: Cost
Apportionment

Total Cost is apportioned over Production, lent Unit
; i iate Cost per Equivalen .
equivalent units at the appropriate Cost per £q updated using the figures determined in
ts of Cost of Opening WIP and Cost of

Step 5 ; ;
Process Step 4 above. Under FIFO method, Cost of Production consis
Account Processing during the period.

Costs are debited to the Process Account. The credit side is

I A is regarded as 100% complete in g||

Note: Under FIFO Method, in case of Second or Subsequent Processes, Materia

respects, except for transfer out of Opening WIP units and Normal Loss.

Service Costing

Chapter 11

perating / rendering a service.

Concept , Operating Costing is the method of ascertaining the costs of providing / o -
1. Hospitals - patient-Days, Room-Days, Operations.
2. Hotels - Guest Days, Room Days.
3. Passenger Transport - Kilometres, or Passenger—Kilometres.
Examples 4. Cargo Transport - Quintal-Kilometres or Tonne-Kilometres [See Note below].
of Cost 5. Canteens - Number of meals served, Number of tea cups sold etc.
Units 6. Electricity Supply = Kilowatt Hours (KWH). [Note: This is called as Power “Unit"]
7. Boiler Houses = Quantity of Steam raised.
8. Cinema Houses, p = Number of Tickets, Number of Shows.
9. IT and ITES Indiustry ~ - Number of Person—-Days / Person-Weeks / Person—Months.
1. Cost Collection:.Costs are accumulated for a specified period, viz, a month, a quarter, or a year, etc.
5 i 2. Cost Classification: The costs so accumulated are classified under the following three heads —
Cg:tra e (a) Fixed Costs or Standing Charges,
Statement (b) Variable Costs or Running Charges,
(c) Semi-Variable Costs or Maintenance Costs.
Note: When information about interest is specifically given, it is treated as a Fixed Cost.
Absolute _&'_ *  Absolute (Weighted Average) Tonne—~Kms: Each Route Distance x Respective Load Quantities.
Commercial | , commercial (Simple Average) Tonne— Kms: Total Distance (i.e. Kms) x Avg Load Quantity (Tonnes)

i
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Chapter 12

Partlculars'

= 1) SQ x SP | 2) RA
Material A — (1)SQ xsp (2) RAQ
_l§1:nt9rjﬂ B
Total |
T s WN 1
Differences - S

SQ

AQ
RAQ

SP
AP

-~

Material Yield Variance +
=é_Q % SP — RAQ x SP

_Standard Costing =~

Gurukripa’s Fast Track Referencer

< SP (3) AQ X SP (4) AQ x AP

WN 4

WN 3

~

Material Price Variance
= AQ x SP - AQ x AP

Material Mix Variance +
= RAQ x SP— AQ x sp
e —

—
Material Usage Varian

= SP— AQ x SP
sq%" AQ x \f_'”/

Material Price Variance b/fd as
above

ced it

Total M

A 4

= Standard Material Cost — Actual Material Cost
=SQ x SP— AQ x AP

aterial Cost Variance

Meaning of Terms / Abbreviations used:

= Standard Quantity, i.e.

= Expected consumption for actual output.

Actual Quantity of Material Consumed.

Revised Actual Quantity, (See Note) i.e.
= Actual Quantity re-written in standard proportion.
= Standard Price per unit of material consumed.
= Actual Price per unit of material consumed.

I

Note: Material Purchase Price Variance (MPPV)
Material Price Variance is computed for the actual quantity
of materials consumed. If such Price Variance is computed
for the actual material quantity purchased, it is called as
Material Purchase Price Variance. It is computed as -

MPPV = PQ x SP — PQ x AP
Where PQ = Purchase Quantity,
sp = Standard Prices, and AP = Actual Prices.

Note: RAQ can sometimes be referred as RSQ (Revised Standard Quantity).

2. LABOUR COST VARIANCES

Particulars (1) SH x SR (2) RAH x SR (3) AH x SR (4) AH x AR
Grade A . '
Grade B, etc.
Total WN 1 WN 2 WN 3 WN 4
Differences ~ > v =S e -
Labour Sub—Efficiency Variance + * /" Labour'Mix Variance + “"Labour Rate Variance
= SH x SR = RAH x SR = RAH x SR — AH x SR '=AH x SR —AH x AR
St iy /_ -
Labour Efficiency Variance A Labour Rate Variance b/fd as above
= SH x SR—AH x SR, .
— _
Total Labour Cost Variance
> . .= Standard Wages — Actual Wages -, . ¢
= SH x SR — AH x AR
Meaning of Terms / Abbreviations used:
SH = Standard Hours, i.e. = Expected Time / Hours for Actual Output. Net AH = Actual Productive Hours
AH = Actual Hours paid for. - ' = Total AH less Idle Time
RAH = Revised Actual Quantity, (See Note) i.e. SR = Standard Wage Rates per hour
= Actual Hours re—written in standard proportion. AR = Actual Wage Rates per hour

Note: RAH can sometimes be referred as RSH (Revised Standard Hours).
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PPN AL T T e W MR ol Ay LYY ey RN LALKA AL AW LR

Nade Labhant Vna Vaciances when bdle Time nformation is ::\‘r":\r" 5
> ] . » A
L XL IRNETEN AR R Not At~ =R ) n
N (2 (1)
AR | |
WA B oWy |
T WN WN 2| WH 4 WN 4
TRV ‘ \ 5 \ , o 7
) Labown Bdle Time Varkanee ' Labour Rate Vatlance

AN ETThodenay Vanane

e S W Nl AN s SR =-Al - 5k AN« A',{

< Net At - 5R - Al 1

» Yotal Labout Cost Variamee - T T ———
Nde 2 Ladar Qast Vartances when both Grades of Labounr and ldle Hnu_“ information l: g’l\\:;‘.n_ P
(DSNNSR (D Revtsed NetAN A SR | () Net AN N SR | () AN SR \RIARXAR

-

| WAy A
WA & e
Yotal { . .
5 ' %N . . A B ———
~ N N\
Sed-Eificieny Vaane Min \Vanane Ldle Time Varance Rate Variance
= O =Gt : = QoL () = Col(d) = CoL(3) - ol = Col.(4) - Col.(5)
™~
Efficency Lamane Tdle Tine Varhinee ! Rate Varlance
= Q1) = QoY = I/1d as abawve h/fd as above
N E— I
™~
Labour Cast Variance .
T e = COL(1) - COL(D) =

= (UMciency Wi Time ¢ Rate) Vatiances

<

3. VOH COST VARTANCES
Based on Quiput

2R X = Rasad on Time (or) R T NRILIL
SNASR ANNSR | ANLAR Le AVON | AOXSR | SOXSR | AO AR, ic.AVOH
m | & ] (3) BRI ¢ I N ¢ 5 R )
| ——m—— R — ~ T o

VO \Pm\m-\ VNN % \OH Expenditune Vanance VO Efficlency Variance  +  VOH Expenditure Variance

*bt*\&\--_-‘i-.\.\i AN SR - AHN AR = AQ N SR = 80 ~ SR = SO X SR = A0 x AR

SEEswmagn = L ) .

S

_Total VOH Cost Vardance = SHA SR -AHA AR | [ Total VON Cost Vadance = AO < SR = AO < AR |
Node: WY Ce-dime cat = g VOR Varance is sub-classified similar to Labour Cost Varlances in Nu;te 1 above.

2 ~ Wi 1 AN o ANy | T as 3 » 3 ~
NoBes VO UNor 200 pian = A Varance, and VON Overabisorption = Ravourable Variance.

y 2 A CVHSRAS AF Tina any 1, > 3
_Note: A combnaton of Time and Qutput hasad Compritations can be used as under

_COL(1:AONSRPU | Col(2): AN X SR ph. _ col.(3): AVOH
e T B S e - 7_'_\“’ L= e I — —
—_— —
\VOH ency Varane
Efficency \anan + VOH Expenditure Variance
am—— Total T T —
L otal VOH Cost Variance - Tk
—_—
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4. FOA COST VEFILINCES

Gurukrips’s Fast” Track feferencer

" (5) AFOH

—
r-
. 2202
_._____“ = .
R 7L L B W 5L ] __(meron___|
-—-:‘;_:___/ —— : l B & U

= E—J,c‘lf,ﬂ:',:f Vorisnce — — — STy

= 27 Lo : aes ar . - i
= _“‘. « =50 L 57, i FOH Capacity Variance FOH Calendar Variance FOH E’P enditure

= T . S~ L, o - L T —VH S = PROH-2ECH * ol
L a0 2r o7 = PH, SH = 24 57 = BFOH ~ AFOH

~—
T Yelume Variarcs + FOH Expenditure Variance
— 10 Y~ BPOH b/fd 23 above
e e
) FOH Cost yariznce l
| = Standard or Absurbed POH- Actuzl FOH [
. - = AD - 5P — AFO
St Vilen stz 2tz 1 gven, VOH 0= Zs i
2o g H Yarmree 15 suo—clzssified In 2 manner imitar to Labour Cost Variances a5 zhove,

Mezzning ¢
ng of Terme | LEbreviztions used:

= = izirdizrs vats
£2O R — l’lr- e per Unit or per Hour, 25 the 202 f'.dib-'
- = hozet Uecout T Time | Output—

_:':E; _ ? et it | 3 sl baze d This represents.....

= St=rrderd Ouftout, Le | Sandard -

= Cpcpaeid o L eu,on ol = 0,5 = or Absorbed
=] = :-: {4/"/" ot fur Aotusl Hours worred, | 2| SHSR PN ki Fixed OH

= Tegibie TLrOUE, L ] Std Cost of Act

I A P _ | soxs — s uzl Hours
e ;(»_f{» =2 Dot for ptuzl Dzys worked, ML SO#SR pu ki
i S .)_; e | 2. | BHsASR DN = BO#SR pu = Budgeted Fixed OH

- - T s — 1OiE Tz S sar s ST 2 ,a'“r;‘l' = { 5t —~r v . =

phoys i iuibiifersiy whzreyer zppliczble, | 4. | pHxSR ph= | POASRpU = Possible Fixed OH
SH = Stmemae Mo, e

i R LFOH = Actuzl Fired Overhead.

-".,C/:_—,/.,".f-’l. e for Bctuz) OUtD
= - e PR AFLIEOTC BFOH = Budgeted Fired Overhead.

T oy FOH = Pussible Fired Overhea ¢

— b2, Ergerier Hours for Actus D2Ys sz P d = Expected Fixed OH for

LD = fewoz Tzys, BD = Busgeted Dzys Actuzl Days worked = BFOH =
= 6. BUDGET—RATIOS (or) CONT ROL—RATIOS
Pzto Time—Based Formula Output—Based Formula
* g:d?_i_e”d!f;wﬁ Zudgeted Hours Budgeted Output
P_zb;'c g Troticzl Pent Capacity Hours Pr actical Plant Capacity Output
3. pctuzl Capadty poiuzl Hours oo Actuzl Hours stzndard Output Standard Output
Utilisztion Rztio Budnzted RS ’ pPossible Hours pudgeted Output possible Output
Stzndard Hours Actual Output
Standard Output

rotuzl Hours

possible Output

Efficiency Rztio

Budgeted Output

3.
a Catendar R Lozl DZys (or) Possible Hours
. e ar l ey
= aue Zudgzten UZY% Budgeted Hours
S‘.’:rd zrd Hours

5, Yolume or Level

of Activity Ratio
Litemative Computztion of Capacity Ra
Budgeted Capacity Ratio =

Actuzl Hours

dgeted Hours

rz) Actuzl Usage of

tio: The following view 25 to Capacity Rati

Artuz] Hours
Budgeted Hours

Actual Output
Budgeted Output
o is also relevant for Management—

,and [Note: See Item 2 (1% Formula) in Table]

. [Note: See Item 2 (2™ Formula) in Table]

~J

(= pActua z - tio=
| Capactty UE=0S e 1427, Possible Hours during the period
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Concept

PV Ratio

Break Lven
Point

Significance
of BEP

Margin of
Safety

Indifference
Point

Significance
of
Point

Shut Down
point

Significance
of Shut
pown Point

Angle of 7
Incidence

Key Factor

Decision
Making with
Key Factor

{
|
{

|

i |

|

|
i

|

|
|

Total Contribuli

Total Sales Va

~ Change in Contribution
« 100 (or) —— :
Change in Sales

Change in Sales

(a) Break Even Point (in R5.) =
PV Ratio

(b) Break Even Poi

’ Note: Cash BEP (in 3)= Cash Fixed Costs
PV Ratio I
o PN RO iy o
W
ol [conbton < Poed G T

Level of

(a) Margin of Safe

! (b) Margin of Safety

Note: MOS can_al

(a) Indifference point (Rs.) =

(b) Indifference Po

(a) Shut Down Po

" At Shut Down Point
Above Shut Down Point
is the angle at which the Total Sales line cuts
< at a high rate and vice versa.

(theta). If the angle i large, the
Key Factor represents a resource whose availability is less than its requi
tuation. It is a factor, which at a particular time or over a period limits the activities of a Firm.
bution

AOT: This

Constraint si

e “Identify the Key Fa

2. Compute Total Contri
3. Compute Contribution Per Unit of the Key Factor, i.e.
per kg of Raw Material, etc.
4. Rank the products based on Contribution per unit of the Key Factor.
ey resources based on Ranks given above, and other conditions specified in the question.

5. Allocate the k

Marginal Costing

) V 7 _“y__;‘-—\
T 7-—_,—_’—__——\

—#——\

Less than BEP
- o
Equal to BEP /’//.—\
Greater t‘hqn BEP Firm earns Profits.
Profit
el

~ Level of Sales
Below I_ngi{[(_z_r_qrjgc Point

Indifference | At ‘I(qdlffcrfz’:_l_rc_e_fg[nt
ng{g ‘Indirfererlcc Poipt

" levelofsales
Below Shut ngwint e
chut Do Continue Operations
Continue Operations
It is shown as angle ©

Forcatoter

Cont By
and Management Accounting

] Formula =
M Y00 (or) Cr;mii_huu_/)n'_pf:'{‘U_@Eﬂ_ L, 100 (or)
lue Gales Price per unit
Cllandg_ﬂ_gr‘gﬁﬁ , 100 (or) = 100% Less Variable Cost Ratjq

Fixed Costs (This is denoted as Break Even Sales Value)
nt (Otty) = Fixed Costs ~___ (This is denoted @5 Break Even Quantity).
Contribution per Unit
_ Cash Fixed Costs
(b) Cash BEP (Qtty) = Zontribution per Unit

Sales
Firm incurs Losses.
[Contribution = Fixed Cost]

No profit & No Loss.
[Contribution > Fixed Cost]

ty (in Rs.) = Total Sales Less BEP Sales (or) 5V Ratio
Profit

(Qtty) = Total Sales Qtty Less BEQ (or) Contribution per Unit

of Total Sales.

d Costs (or) = Difference in Fixed Costs
Difference in Variable Cost Ratio

Difference in Fixed Costs

or
( Difference in \Variable Cost per Unit

ption to be chosen

s0 be ¢ e_xpressed asa %
Difference in Fixe
Difference in pV Ratio

Difference in Fixed Costs

int (units)= -
(=) Difference in Contribution per Unit
Most Profitable O
Option with Lower Fixed Cost

Both options aré equally profitable.
Option with Higher PV ratio (lower Variable Cost)

Avoidable Fixed Costs (b) Shut Down point (Qtty)= AVOIda-ble.leed Costs
; Contribution per Unit

it (Rs)= PV Ratio
Decision
Close down Operations

the Total Cost line.

Firm is said to make Profit
rement. It denotes the Resource

tion per unit of the product.
Direct Labour Hour, Contri

ctor.
Contribution per

bution or Contribu




Chapter 14 Budgcmry Lontl"?_’_ e

Concept ) - FO",nU'a ——— *‘*"'_}.—:—,, F Erpgmers GoOoS
Budgeted Production T Hodnerad S ( ‘) (k)'mf} Stock rir«rwv—b' g g C
Budgeted RM Usage Budgeted Production » Favi f‘ “ "' U“ ‘o1

Budgeted RM Purchase Budgeted RM Usage (+ f‘.uf") -'LV" of -
Budgeted RM Costg | * Cost ol RIM CU”'”""’J = Budgetex r}”, U”( o Price
i «  Cosl of RM Purchase = Budge ted RiG FU T
Budgeted Hours Usage BU(J()(‘U ] f’l()dU'"UOH ’ Dxr' ct Labo ur chr, require et i

Budgeted No. of workers Elcqeted tone Lsage:
Hours per v.orI'ﬂr

_Budgeted Labour Costs | Cost of Direct labr)ur = Budc_(if_r:gfgur., Jszge”

. «  Variable Costs increase proportionately B2 g R

Flexible Budgets e Fixed Cosls remain constant 2t the szme r‘ﬁD"f’ t zll O'J»o::-
vailzble in tf

'« Semi-Variable Costs chznge a5 per the cetalls 2ve

QllCStIOIl Types in each Chapter

Chapter Name Question Type
e  Cost Sheet Basics & Cost Apportionment

1. | Basic Cost Concepts e Cost Estimation for New Jobs / Orders Quotztion
e Use of Simultaneous Equations in Basic Cost Anzlysis

e ABC Analysis

e EOQ Computation and Discount Analysis

e  Stock Levels

2. | Materials e  Material Turnover Ratios

o Landed Cost of Materials

e  Pricing of Material Issues & Valuation of Inventory

e  Stock-Out and Probability Analysis

e  Treatment of Idle Time Cost
e  Treatment of Overtime Premium

3. | Labour e Labour Turnover Rates
e  Wage Payment Systems — (a) Time and Piece, (b) Halsey and Rowzn,, €iC.

«  Group Bonus Schemes

e Segregation of Semi—Variable Expenses
e  Capacity Concepts
4. | Overheads e Re-apportionment of Service Department Expenses under 3 Methods

« Recovery / Absorption using different methods and Machine Hour Rate
s Treatment of Absorption Differences

e Basic Computations

e Cost Statements under Traditional and ABC Systems
e  Profit Statements under Traditional and ABC Systems
e« ABCin Service Sector

e  Customer Profitability Analysis

e DPP Analysis

5 | Activity Based Costing

e Non-Integrated Accounting System — Journal Entries and Ledger Accounts

ok REeB G e Integrated Accounting System — Journal Entries and Ledger Accounts

6 Systams e Reconciliation of Costing and Financial Profits with the following specizl
aspects — (a) WIP and FG Valuation, (b) Reconciliation with Losses, if

Reverse Working with given Reconcmatlon Statement

e Preparation of Job Cost Sheet and Estimation of Job Costs for New Orders
7. | Job and Batch Costing | «  Economic Batch Quantity and related computations
»  Preparation of Batch Cost Sheet and Estimation of Costs and Profits of Batchas
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Question Type

| Chapter Name |

duct
ik ng Cost Sheet

Single Costing .

L]

Preparation of Cost Sheet for
Semi-Variable Costs & Pricing
Preparation of Income Statement and Ba

Joint Cost Apportionment Methods

Decisions Usi 0s .
sic Decision Making

Joint and By Products

Further Processing Decisions

By Product Revenue Accounting
t of Normal LoSS,

rough

Abnormal Loss and Abnormal Gains
Process Stock Account

B
L”'

Costing
o  Process Account — Treatmen
o
0. | Process : e Inter-Process Profits
Costing e  Equivalent Production - FIFO M

Operation Costing & Routing Transfers th
ethod — First and Subsequent Processes
t and Subsequent Processes

Equivalent Production — WAC Method = Firs
Equivalent Production — Other Illustrations
and Compu

Preparation of Operating Cost Statement, tation of Cost / Fare /° Takings,

Ql. [ Service Costing ]

Computation of Material Cost Variances

12, | Standard Costing

Computation of Labour Cost Variances
Computation of VOH Cost Variances
Computation of FOH Cost Variances
Budget-Ratios or Control-Ratios
Computation of Sales Variances — two approaches
Computation of All Variances / rdg!gigl_g_\/*ajga‘rlcggzwaj_fi__f_ggf}e_\/_e“r_S.tg. Working

Basics — Computation of PVR, BEP, MOS, Profits, etc.

13. | Marginal Costing

Marginal Cost Statement — two periods analysis
BEP in different situations / contexts
Effect of change in Costs, Volume and Prices

Indifference Point
Profits under Marginal & Absorption Costing Systems

Evaluation of Proposals and Decision-Making Basics
Functional Budgets — Production, Materials and Labour

Budgetary Control .

Flexible Levels — Analysis of Semi-Variable Costs
Original and Revised Budgets
Misc. Illustrations
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Additional Reading Material

\

Chapter 1
N : Topic: Digital Costing

D e
1. A Digital Costi

osting System links a Business’ Digital Sy

C P i T

oncept urchasing and Sales Ordering Systems) with the digita

—_ ti : )
me, to give up—to—date cost information which re

1.
fnfo ) where costs are being incurred
3. Time taken in production
4. Current Purchase Prices for Materials and Components
- __Wastage Level, etc.
Features 1. Digital Products (e.g., video, app, etc.) is without physical form and costs of reproduction are minimal
Fe , compared with physical products. There is no inventory of digital products.
Digltal - Up—front design and development costs are higher to establish the System. Generally, Costs for Materials
are low but Labour Costs are high (e.g., Freelance Staff) for initial design and development.
d these are lower, than ongoing variable

Products .
3. Running Costs during the lifetime are generally fixed, an

stems (such as Production, Inventory Management,
| systems of its Suppliers, Customers & the Market.
m each of these sources and from the internet, in real—

flects current information.
m are —

N a Digital Costing System, data is gathered fro

amples of information that can be provided by a Digital Costing Syste

m.anufacturing costs for physical products.

;. Prices from Suppliers can be found quickly and easily. Ease of buying & better lead times can be obtained.

3- In?p_roved understanding of Cost Drivers allows better cost management.

Benefits . Pricing Decisions can be improved because management has a better idea of how profitable different

products are and prices can be amended as soon as costing changes.

4, Stal_')dards can be updated regularly and such Standards will reflect current operating conditions.

5. Variance Reporting is improved because standards reflect current conditions and market prices. Real-Time
Standards should mean there are no Planning Variances. Variances, if any, are only operational in nature.

1. Cpmputation of Cost per Unit requires knowledge of costs and sales volume.

2. Difficult to predict variables like product lifespan, expected sales volume, need for updates/new versions.

Issues 3. After upfront Design and Development Costs, sometimes, Running Costs are more difficult to estimate.

4. There is a need for good knowledge of the market and how future technologies may impact the product.
5. There is a need for determining how much of the total Indirect Costs relate to the product and how to
absorb these (e.g. if there are upgrades which benefit more than one product)

Chapter 2: Topic: GeM — Government e-Marketplace

1. Meaning: GeM is a short form of one stop Government e-Market Place hosted by DGS&D where common user goods
and services can be procured. GeM is a dynamic, self sustaining and user—friendly portal for making procurement by
Government Ministries and Departments, PSUs and other apex autonomous bodies of the Central Government.

2. Scope: The Portal was launched on oth August 2016, and presently more than 7,400 products in about 150 product
categories and hiring of transport service are available on GeM POC portal. Transactions for more than Rs.140 Crore
have already been processed through GeM.

3. Features: (a) Transparency, (b) Efficiency in Buying, (c) Safe and Secure Platform for Buying, (d) Potential to support
“Make in India”, (e) Cost Savings to Government, etc.

4. Advantages:

For Sellers

For Buyers (Govt, Ministries, Depts, PSUs, etc.)
Direct access to all Government Departments

Listing of products for individual categories of Goods /
Services One stop shop for marketing with minimal
Search, Compare, Select and Buy facility efforts.
Single window system for aggregating demands and One stop shop for bids / reverse auction on
ordering products / service
Buying Goods and Services online, as and when required. o New Product Suggestion facility available to
Transparency & ease of buying — for both low value buying Sellers

Dynamic Pricing — Price can be changed based

and also for bulk buying at competitive price

A.l




