



































































































































1 Materials

Chapter overview

1 I I 2
Economic Stock

Order Levels
Quantity 31 Stock
I 1 ledgersa b
without with 4
discount discount Misel vain

9

itl A DX OcpO AD Annual Demand
Cc pupa Ocpo ordering cost per order

ccpupa carrying cost per unit p a

No of orders AnnualDen rand
units ordered
per order

TOC Ocp0 X No of orders

Aug Jnr Yz units ordered
Tcc Ang Jnr CCpupa
CCpupa Price of mat Cpu X CCT
At EOD Toc Tec

Eod
fg
Type of Questions to beTOC Asked

Tec
no of orders
frequency of orders 3601365 no of orders
Total variable cost

97 c n






































































































































NIE If there are more than I ordering costcarryingcost add them

Tmpclues 05 Qb 98 of the sheet

EOQ with Discount Refer 9
2 23 e d tC27tC3

TVCBridger i'Iaotas I qt IT g pay'Iffe40
rest of the
slabs starting point
Ccpupa Applicable slab rate Xecy

Eo with Discount Reffe I 1 Option Evaluation

Eo prqoosWm
TOC XX XX

Tcc xx xx

TML XX XX
Tvc

choose the option with w

Stock levels

consumption head
levels time

min Hug ngax min Avg Max
Cons Cons Cons LT LT LT

D Re order level
Max cons X Max LT

one

safety stock Aug cons X Aug LT






































































































































2 Re order Quantity EOG or any other Qty apart fromEOG

37 Minimum Stock Refeoureeder Acuff's AftLevel

01
NII safety Stock if asked

specifically

47 Maximum stock Refeordaeet Reffydee mcinnis xmIflevel

or

Safety Stock t EOQ

5 Average Stock Min She
level t Max Stec

level
2

Or

Safety Stock t YzEOG

6 Danger stock i Avg Cons Lead time for
Level emergency purchases

safety Stock AnjugusDzeyzand x Mff Aff

Imp Question Q 12 17 Practice problem Stock
Levels Q2

Stockledgerse Imp Questions 919,121






































































































































Miss
1 InventoryTurnoveerati

Coast coast Opt Pur UgAng Inventory Ang Tnr Opting2

Inventory170 ratio days

3659nu To ratio

Mise category Impdues ALI 023 to 9297

Marginalcosting
Format Contribution
sales
Variable Costs

Sales Variable costs
OR

Contribution Profit t fixed costsI
e Fixed costs OR

Sales X PV ratioProfit
Contributionpe eunit

Pl Selling price pre Vc pie
ORConth x 100

selling price pux PV ratiosales
OR ORI

Contnpu Fixed costX 100
Selling BEP Units
price pie OR

OR
g profit Total Contribution Ing of units SOLD

Fixedcosts 100






































































































































BEP sales I 100 VC ratio 1

Profit
Olds

Mots esX
100

Breakevenpoint BEP units X pm
Total sales MOS Sales

OR

fonImpu BEP units OR pffTazio

Marginotsate
Total sales BEP sales

OR
Profit MOS Sales
PIV ratio

Total Sales xpyae.io Contribution

I
1 I
BEP Sales MOSsales
X PV ratio X PV ratio

fixed costs Profit

storm Djinn VCI
gf 8,012

9Ingotaites
Pv ratio IMP 13,017,922i






































































































































I
AU changes in Vc to be done on per unit basis

All changes in FC to be done on totals

Shiftodinfu Avoidable Fixed costs Unavoidable f c
PIV ratio

Above the shutdown point continue

the shutdown point either shutdown or
continue

below the shutdown point shutdown

Standardcosting
D sales costs Profit

or Dc DIS CA final

Sales
variances

Bin Bin Bin Bin
Mat Lab Variable fixed014
cost cost 01h Cost cost

Materialvariancest
Always aspee actual Output

Actual Output units

Standard Actual
Ty rate Amt Qty rate Amt

X SR SR SC Ad AR A e
I se se se a e ee

1 Std cost y_X Test






































































































































d wat
x t i e

Total WTAvg Total Do not
Std Std rate actual calculate
Qty Qty
Material cost variance Std cost Actual cost

Kitna Kharcha honor Chahiye thee Aue Kitna Khaeeha
no gaya

l
Mat rate variance Mat Qty variance

SR AR AQ SG Acg Sr

Kya rate Mein Kitna Qty use kamachabiyemat Lena Chahige the awe Kitna Qty use
the awe Kya rate Kiya Std rate
Mein liya x actual

Qty I
Mat mix variance Mat yield variance

Total actual Agg SR Total Std TotalyAetual xwTAugQty Std Qty std.name
mix

AEipuastottadcffywu.se'T fAIL.sofdtpuuhi.seagheatotal
Kuashenakityhaa yafszkiq.net chugheiyeeityhaaane

Kitna

WT Aug
Istd mix is the proportion of each Quantity Total Effigate

Labour Variances
Labour frost Variances

Labour Rate Labour time
variance variance






































































































































II 1

Labour idle time Labour Labour
Variance mix variance Efficiency
idle hrs Stdrate variance

All other variances are calculated the same wayas material variances
Idle time variance to be calculated only when
specifically mentioned in the Question

Variableoneehead variances

Generally related to Labour hrs

Std Actual
Mns rate Amt Hrs rate Amt

There will be on e variances in variable
welheads

Variable Oneghead Cost Variance

1
Variable Overhead Variable
Expenditure Overhead
variancemat rate Efficiency

variance
Gamevaafiance

sameatyasuamrimance






































































































































y

Fixedowerhead variances

Budget Ab rates

Days Bud Days Actual Days HmtlDays 1day
hrs Bud hrs actual hrs Amel hrs 1hm
units Bud units Actual units Amtf units a 1 UnitAmt Bud Amt 1 Actual Amt

c Fixueadrioanngeahead cost thonofoed Ayad
checking for a
oqjoupnd.ee Hunctigatxagurate

Fixed Overhead E Fixed Overhead v
Expenditure Uae volume Vale

Budime Acting Buffy High Abp.ee oatneie

I
fixed Overhead c Fixed Overhead
Calender Uaa Efficiency EJvariance

2BS.days
AEFDApboidataeyf.EE

ndqeYf
Antrim htg

c Fixed 01141
capacity Vaa

fEo d gEae Afzal ggq






































































































































I Actual days Mein Kitna hrs Karma chahiyetha awe Kitna hrs Kiya
If actual hos are more then Favorable

manufactured
2 For the units Kitna hrs lagna chahiyetha Aur Kitna hrs use Kiya
If more hrs are used then ADVERSE

SALES VARIANCES

Always use 13 14 in
Fixed Overhead Sales

Smp Always calculate units as pee
budgeted data

Budgeted Output
Bud get Actual
Units SD Amt Units SP Amt

Total sales value variance
Bud sales Amt Actual

sales

Staffan afaesuofaga.ee more
Amt

1
Sales price sales Qtye variance
Bjd Actual Yf Bugg Afzal Enduing

M uae sales Price






































































































































e a tea's

IM Q4 Q5 Q8 Q12Ql3Qi8 Q24
BUDGETSIEBUDGETARYCONTROLI

types

Flexible Functional
Budgets Budgetst 1

A budget will be u

provided at a flow of
particular level functionalwill be asked
to draw a budget budgets
different capacity
Levels
Take into consideration
the cost behaviour
i e whether a cost
is
Fixed
variable
semi variable
then changethe costs accordingly






































































































































Flow of
functional Sales budget
budgets t Ag Stk of Fa

Opsticoffce
Prod n budget

X Kgs neg p u Lab hrs
req py

Consumption budget Labour
cystic of RM budget
OpStkofRM
Purchase Budget

Types of Production budget
I

1

typed type
where it will be given Under this case
that art of current sales Opening stock
Y l of next month's closing Stock

sales to be produced details are given

Forsuchduestions follow
Step 1 Draw annual Sales

prodn plan I qG E
8112 For Quarter Tofind Production
I to II follow the
scheme in the ques It can be monthly

Quarterly






































































































































Steps For Quaatee
II NY of current
sales will be done
the balance will be
from Annual Prodnbudget

04,908,010,911.012,018

Processcosting
types

1 I l II 2 3 4
Basic stint of Inter raise
process Equivalent process
costing prodn profiles

I Basics
No of Atc's to be made Process Ate

Normal Loss He
Abnlosslgaia Ate

ProcessalconiUnits AmtTo material Intel xx xxx By Normal loss xx Sv
To Labour xxx ByOutputtstd xx Expto Exps xxx top II cost
To other materials

By Af Cross Xx Exp
costTo Ato gain Xx Exp

cost






































































































































Expected cost Matt hab teapt Other costs scrap valueof Normal loss

ntdSrquwsNomdss
In case
of Ab

loss
Normal loss Ale

To Process Me 41 sAmvt
By cash Bank Yeti'sdtsmut

Abnormal loss Afc
To Process Ale Oxnix e'Etffpt By cash Basic Uk dtsmut

By ProfittLoss xx balane
He

SV Scrap value

In case of
abnormal
gain

Normal loss Hfe
To Process Aye xx SV By AB xx SV

By Abnormal xx Sv
gain Abgainunits

Abnormal gain MeTo Normal LossAfc xx su By processAfc xx Expcos
To costing per Balance






































































































































Equivalent Production
Step it Calculation of Abnormal loss 1gainsave for FIFO WT

Opening WIP xxx units
Units Intel re

Units in process xxx
G Normal loss xxx

Expected Output
units closing Abnormal
transferred stock Losslgain

Step2tstmtofEguivalentprodn CAs per Fifo

ParticularismMat hab 01h
T.unitsy.unitst.vn

Op Stk Xxx Balance Y Balance't
yn sgn d µ Iggy
gotted d

eggs y www.egiuen eye ago
XXX 1 completed will be usedClosing
Exp 01T I

Ab gain will be in the negatives It will always be1007

costpea.cn Current cost current Current
of mat costof cost of

C scrap value Labour Overheads
of Normal loss

Eg units Eg units ofEq units of Mal d hab Oltl






































































































































Valuation
Op stock Cost incurred till date

Transfee further cost xxx

Units Jntd.com o.trfd

Closing Stock Eg units of cpu Eg unitsmat of cab Cpu
Eg units Cpuof 0111

Ab Loss E9munaeifsdxcputfgyanbibxc.pro
Eg units cpuof Oltl

Cpu Cost per Unitas calculated above

Step2tstmtoteguivalentprodI Asper wIg
7asticulaas.vnI Mat I hab I 01h

tUnits Units Uu

Units toff xxx 100 too 1 1007
eggs y w u be given eye boy

XXX 1 completed will be usedClosing
Exp 01T

In FIFO there will be Op WIP units intd completedtrfd
In WT Aug there will only be units transferred

Costpee unitt Current cost current current
Op cost Costt cost tsvot NL fop.co op.cost






































































































































I l
Eg units of Eg units Eg units

strep mat of lab of 01h

Valuation
Transfer Units trd X cost pie

Closing stock Eg units of cpu Eg unitsmat of cab Cpu
Eg units Cpuof 0111

Ab Loss E9munaeifsd xcputfguanbibxc.pro
Eg units cpuof 01h

same F iEo wTAyProcess Aye Step
To Xxx Xxx By NL xx SU

Foo'Iaist 4 By Process B xx fasaepnee

To 0117 XXX By Ab Loss xx
TO Ab gain XxxaspeeVath

For Inter process profits refer 22 of
the book

Jmp ons's 5.07 8,99 14,916
22,923

codify






































































































































COSTACCOUNTINGSYSTEI

Type

Non integrated IntegratedAccountingAccounting System systemcost financial
bspaaY.raae.gg gongs'jeharouffenpagngaated.ms

Non integratedAldingsystem
List of Accounts prepared to be made in the

same order

1 Stones Ledger control Afc
2 wages control Ale make

gazewz.aesiege.to i Y.nEd
tm

Qno
5 Admin 01H control Afc
6 Finished goods stock control Alc
7 S D 01h Control Afc
8 Cost of sales Ale
9 Costing Profit Loss Ale
10 General Ledger AdjustmentAfc CostLedger Account






































































































































Proforma Ledger Accounts Control

storesledgeecontroltdwiuolHAFG.co
H

tyS
eos.fi

ntrolHCostWlPContGLA
I l I
l I I

Storesledgerrelatedeutries
D Materialised

Stores
TO GLA

27 Materialpurchased netuaned

Glaxo stores

3 Materialissuedforproduction
WIP Afc

To Stones






































































































































4 Mat.issuednetueweet
Stores
To Wip aye

Mat issued for factory maint admin officebales Dpt
Factory 01H Admin 01h Is 8D

To stores

Deficiencyfound in stock taking
D Tt normal

Factory 01h Me
To Stores

27 Jfabnormat
Costing PN Ale

To Stones ledgee
Wagesnelatedeutries

wagestneurreet
wageso GLA

87 wageschargedtoproduction
WIP Afc
To wages

9 Indirectwageschaegeet
FOH Atc

To wages

Wages He will always tally.There will be no balance






































































































































Factorydverheadsmelatedeutries
107 Factory Overheads incurred

Factory overheads AtcTo GLA

ID factory Overhead changed applied absorbed
WI P HIC
TO G LA

wipcontrolittenelatedentries
I 2 Finishedgoods al Cosi I cost d goods manufactured1 cost of
goods trfd to warehouse I met factory cos I

Finished goods Atc Dr
To WI P Ale

Admin 01h related entries

137 Admin 01h incurred
Admin 0114 Me

To le LA

147 FOH changed1Applied absorbed
FG Ale Dr

To Admin

Finishedgoodstfenelatedeutries
157 Finished goods sold 1COGS

cos Ale
TO FG Stock






































































































































Selling Distributionalcitedeutries
165 S D incurred

S Dio Ce LA

171 S D changed applied absorbed
cos Alc

To S D

S EID is always applied on units sold Factory01h
Admin 01h are applied on units manufactured S D will

always tally unless otherwise specified

Cosnelatedeutries
187 Tot of cos balance to costing Per

costing PIL Ale
TO COs

Cos will close automatically No balance

197 Sales
GLA Atc

To costing Por

es Any balance in the overhead Ale will either
be carried forward or written off If there is anybalance in the opening Trial balance then carry forwar
the current balance or else write off






































































































































Reconciliation between cost financial

profits
Type I Type II ypeiI_
Differences Financial Prepare only
are given PAL will be 4 Afc's

givenstart from profit Stores
as per cost books Details about 7 wagescost data FOH

adjustments will be given WIP

Reach profit as Prepare cost sheet Get profit
per financial 7 Prepare Differences as perbooks Prepare Reconciliation cost books

VOILA Preparefinancial PR

Only threedifferences
Max

Common Adjustments its treatment Always start from
cost books unless otherwise mentioned Even if start with a loss
do not change the treatment It will be the same

Overheadsunderat ssorbed
it means cost incurred is more in the
financial books and lesser in the
cost books

i Profit in the cost books is higher LESS

Oneeheadsoverabsorbed
Exact reversal of the above ADD


































Debit Items included in the financial PR not the
costs

These debit items reduce the financial
profit which automatically increasesthe cost profit Thus Cost Profit has to LESS
Examples Income Tax providedObsolescence charged in financial bksGood w i U WI off

CreditTternsincludedinthefinancialPUnott
Costsheet

These credit items increase the financial
profit which automatically reduces
the cost profit Thus Cost Profit has to ADD

Exampled Dividend received
Transfer fee
Bank interest received

Notional rent of own premises charged in cost accounts
Notional costs can be charged
only in cost books not in financial
books Financial books only recordactuals Charging notional cost will
reduce the cost books profits thus have
to be ADD

7 Stocks
Openingstocks i
Opening stocks reduce profits Thus
you will have to understand where



the profit is lessee and accordingly ADD or
LESS

Closingstoeic
Closing stocks increase profits Thus
you will have to understand where

D orthe profit is lesser accordingly LESS

Same treatment for Depreciation too

If profit is reducing in the cost bks then HDD
If profit is increasing in the financial bksthen LESS

TypetI Financial PEIL will be given Cost Sheet to
be made difference to be drawn

THINGS TO BE KEPT IN MIN D

Always first ascertain the UNITS PRODUCED before
drawing the cost sheet

If details pertaining to a particular element is not
available the use the data present in the

financial PM For ex Direct Material Direct Lab etc

Whatsoever may be the case the value of CLOSING FG
will always be as per COST OF PRODUCTON as perCOST SHEET

After the cost sheet is done draw the differences
work the difference as discussed above



Typelli Drawing cost El financial PEIL then the

differences

Steph Draw only 4 cost accounts
stores
wages9 FOH
WIP

The difference between wages Incurred wages applied is theAmount of INDIRECT WAGES Charge it to FOH He

fthe balance amount from FOH He is the undelabsorption
figure DonotwriteitofficarryitforwarI
From WIP the NET FACTORY Cost is what is sold profitThe profit can be ascertained from over there also sales
value

Steph Draw financial PM

Dr Financial Profit Loss Ate Cr
P ac

To p tk By sales from
cost AfcMaterials given in

WIP Question u
Closingstocic

i E'IEEE's.im
ef.iviun

n
EiaEena imi.tin

loss on sale of Only if Income from Only iffixed assets given investments given
Sold as a special only ifcase costgive



Reconciliationstetement
Profit Loss as per the cost books

I Over 1 under absorption of overheads
Loss on sale of fixed assets if givenIncome on investment if given
Profit Loss as per the financial books I

IntegratedAccounting
The corresponding effects given in the GLA Ale will be
given in its respective Afc's All Ale's will be opened
given in the Opening Trial Balance plus the followingHfc's of the cost Ledger
stores 7 Admin

1
A GENERAL P L He will be

wages de FG drawn instead of costing PGLFOH S IE D Me
Wip 7 cos

JintproductsBigProducts
Only two types of Questions are expected from this
section

Type I Type II
Joint cost
allocation Depth of
profitability processing
4 methods 2 methods



JointeostallocationmethodI

if Physicemelmodaicanphysidpu whod

Under this method the Joint cost will be allocated
between the joint products in the ratio of the
physical output received at the time of split off

27 Sales value split off method
Dundee this method the Joint cost will be allocated
between the joint products in the ratio of the
sales value achieved at the time of split off
Net realizable value method CN Rv

Formula for NRV
Sale value of the final product post processing xxx

C7 Further processing cost G

Net realizable value

The NRU's so arrived will be used as a ratio to allocate
the Joint costs

If at all A product is sold split off then for that
product the sale value split off is considered as
NRU

44 ConstantGross margin NRV
Formulation i

step 1 calculate the gross margin for the firm as a

Total sale value of all the products XX
Post processing

e Further processing costse Joint costs
Gross margin
Grossmarginittosalese



Amway
2 Allocation of Joint cost r

Product Produce
A B

sales value of the final product
e Grossmargia
Total costs

FurtherprocessingcostsJoint cost allocated

Depthotprocessing
Depth of processing refers to whether a product shouldbe further processed or not
ThiscanbeascertainedviatwomethoI

D check profits before further processing after further
processing
Profit before thatheeprocessing A B

sales value split off xx xx
C7 Jointers
Profit before further
processing

Profitafterturthrocessing A B
sales value after further processing xx xx

Feather processing costs xx xx
Joint cost xx Xx

Profit after further
processing

Wherever profit is higher choose that option
Compare N RV with sales value split off
if sale value split off is T then do not fuathee processif NRU is T then do further process



Contract Costing

typed types
calculation calculation
of of
Notional Estimated
profit profit

iypeI.cmParticulars Hmt Particulars Amt

To Opening woneceet value
4 uncertified If given By work certified

work uncertified cost
toalfneosdfufuaaut.ee xx

materials site

materials sold cost
a Notional Profit x returned etc ALWAYS

a Loss for the year
Profit is always NOTIONAL Losses are actual Never use
the term Notional loss as there is no such team

TrypetaPrepare contract Ale as prepared in Type I
SIS Prepare statement of Estimated Profit as

follows



Statement of Estimated Profit

Materials

Effarteyaiglstafoastegirads closing stock xxx
in Xr 2

hag

t.fnagyes.PE'd wages paid 1 Olswages xxx
in Xr2 prepaid wages

Expense
Expenses paid Expenses paid 11 Ols Expenses1 Xxx
in KI in 482 prepaid
Depreciation
Yr 1 Depreciation t Yr 2 Depreciation XXX

Total Estimated cost

Contract price xxx

Estimated Profit

Depreciation calculation Divide the plane in the
pans it has been returned

Plant
Plant value Plaut value
which is which is
returned site
I t

Depn for the Depth for the
time it is whole yearused

Depn for f WDV
the estimated period



A mourt to Eqtijm.qtedxcashneceiuedxwonkceatifiedb.eetaken to work certified contract priceP L
OR

Estimated
profit

X Cashnecied
contract price

Employees Cost Direct Expenses

BasiepaymentformurasI
Time Hours No of
rate worked palter Priaecfe

pieces PrieaEe

conuersionoftimevate.int iecerate

Eme Time rate 20 Ihr Inuit 15 mins

I unit 15 mins Ihr 201
Gomins quits got

Iuw 5f

Effective Earning s hrs workedhourly rate

Effective
hrly rate X howonced Earnings
wherever there is Effectively hourly rate given in thequestion then use the above formula always



Incentive schemes

Diffep.ie yI
Taylors differential piece rate system

EfficiencyypaymentLess than loot 831 d piece rate
100 l or above 1257 oh piece rate

Merricksdifferentialpieceratesyster
Ef yPaymw

Upto 837 Ordinary piece rate

831 1007 110 piece rate

above 1001 1120
of piece rate

Combinationottimelepiecerate
Gault task bonus scheme

o asmut
Output below standard Guaranteed time rate
u at standard me rate t 204
u above standard Piece rate t 20T

EmmersonisEfficiencyformulae

EfficiencyypaymentUpto 66.667 basic Time rate no bonus
66 661 100 120 Time rate
T 100 l 1201 t II Tin bonus for It T

l in Efficiency



y

Premiumbonusplane

Halsey plan
Earnings Twogrnseedxrpqthertf50laTeide spatter

Rowan plan
Earnings tfggrnsegxrpafjqtftimesaued xti.me

Taken rate plur
Time allowed

Labouetuanoveere
placement No of employees replaced x 100
method Aug no of Employees on roll

separation Nootemployeesseparated toomethod
Ang no d Employees on roll

umxetnod hfeffafnefpetnfgfatrffedpetnheow.siyEmPe norecruited
Any no of Empe on roll

Aug no of Empee Opening Empetag Empeon roll
I

Got a



Overheads
TypeI Type II TypeitI Type
Distribution Machine Overlundee Misc
Summary hour rate absorption

Distribution Direct re distribution method
summary stepladder method Non reciprocal meths

j Reciprocal method

Simultaneous Trial Repeated
equation Distribution
method error method

method

Machine Similar to service sector problemshour rate
Total cost
Total Effective hours

O.ua uudeeabsorpEion
Overheads incurred will be given xxx

Overheads absorbed ab ratepeenrxnfo.IE Xxx

Overheads under absorbed XXI
E One of Expenses xxx

under absorbed overheads xxx

bae
Own mistake Create supplementaryratedebit costingPer cos Afc WIP Atc Fa Al

for units sold for units in WIP for fast



Activity based costing

StepI Calculate the total cost

step 2 Calculate the total driver volume

step3in Calculate cost driver rate

Stepus Change individual products with the

required rates



I2510 10

Ya 27 3

P

Test Hello One two three

E B

P 100 30
Uk
P 80 Zo


