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Chp1 material costing marathon notes
concepts valuation of material
1 Purchase cost
2 Trade Discount
3QuantityDiscount
4 Cash Discount
5 Subsidies Grants Incentives
G Road Tax Toll tax
7 Indirect Tax last cast Sase

credit Available credit not available

8 Basic customs Duty9 Demurrage
10 Dentention charges fine Any other penalty
11 Insurance
Q How much Insurance will Buyer Book

12 Commission Brokerage
13 Freight inward
14 Cost of container

Returnable non Returnable

Full Amt Refunded Partial Amt is refunded
Note Return is Different from rejection
is Shortage normal Abnormal Reasons
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concepts Re order level Economic order sty
1 Re order level It is the level at which
order for material procurement is placed

Formula
i Max cons x Max Rop

ii safety Erg x Afpstock
Re order period Rop is the time taken

for Delivery of Goode

2 Economic order Sty CEO
formula 2 X A x O

c
A Annual Demand Of Raw Material
0 ordering cost per order
c carrying cost per unit per annum

other Imp points
a Avg inventory 0012
b Number of orders Annual Demand Eod
c Frequency of orders Days months

no Of orders
d At EOD OC CC
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FOO VIS NON FOO W O DISCOUNT

solution
Given
AD
Oc
Cc

Formula EOD 2X A XO
C

statement of cost comparison beth Eoosnoneod
Particulars fog non Eod
i AD
ii purchase price
iii purchase cost

since Discount is not Offered Total
purchase cost is irrelevant for decision

making
iv OO
v No of orders
vi Oct uxoc per order
vii Avg inv
viii cc pupa since discount is not given

it will Remain same
in Cervi xvii
x Total cost pct Oc tee
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ROO VIS NON EOD W DISCOUNT
solution
Given

AD
Of
cc

Formula EOD 2x A x 0
c

statement of cost comparison between Eos
G Non EOQ
particulars Eod non Foo
i AD
ii purchase price
Iii purchase cost
iv Og
V No Oforders
Vi or ux or per order
vii Avg inv
Vini cc pa pa of x Respective price

Question may state that cc pupa
may not vary according to Discount
policy

ix cc vii xviii
Total cost PCTOC CC

Negotiation of further Discount
Tenon Teo Amt of
EOD Disc

Amt ofDisc
OfDisc Total cost root

00
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concept 3 stock levels

a Re order level i Max
cons

x Max
ROP

OR
ii safety Aug
stock cons

x Eg
b Min Stock level Roc Avg

cons
x Avg
Rop

c Max stock level Rot roo min
cons 88

Imp point o formula includes ROO S Not Eod
o when Question does not provide
Roo then Rog ROO

o when Question has Both EOS
E ROO consider Roa

d average stock level min max
stock stock
level level

OF
safety L roostock

e Danger level Normal
consumption

a lead time
for
Emergency
Purchases
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concepts input output Bano

Formula Input
output

eg 3 2 for every 3 units of input
2 units of output is obtained

eg 1101 110 units of input 100 units
of output is obtained

Concepts ABC Analysis

A B C
value 701 101 201

OH 201 101 701

Concept Fsn fast slow e non moving

inventory turnover ratio cost of material
consumed

cost ofAvg inv

opening stock
purchases opening closing

a closing stock stock
Ans is in NO of times 2

High Medium low
fast moderate slow
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Inventory holding period
Formula NO Of days weeks months

inventory turnover Ratio

High medium 10W
snow moderate Fast

concept stores ledger
stores P2

a inward an issue
P

b Returned inter
supplier to supplier

b Returned
to store Dept

issue rate will Rate which Trf
be rate which it was issued
it was purchased to Bodh Dept

c Replacement a loss NO Entry
material is normal in
Received Abnormal stores

ledger
173 methods
a first in first out
b last in first out
c Average method

weighted average simple average
Q XR 02X R2 R R2

I 02 2
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Chp2 Labour costing
concepts Labour Turnover Ratio
method separation Replacement New

Recruitment
Expin left

Discharged
substitution Adding

made to
existing
workforce on
Alc of Exp

comes in X v

Goes out U x

Accessions Replacement new Recruitment

flux w o Expansion separation replacement

w expansion separation replacement
New recruitment
OR

separation Accessions

Denominator Aug
Abou

NO Of
Workers

NO of
workers

start End
2

Note NO Of Emp start
separations
Replacement
New recruitment
NO Of EMP End



 

Subject

CA INTER COSTING NOTES BY CA HARSHAD JAJU 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

concepts computation of wages asEarnings
cost to in Hand

company
a computation of cost to company
Basic salaryAllowances
Perquisites Gross salary
Bonus A Employers conn
commission
overtime
incentives

Gross salary
Tax Deducted
sources

Employees cont
it is Deducted
E paid to a out

o PF
o Est
profession tax

net salary
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concepts cost control

t Attendance

i Time keeping in Time out Time

ii Time Booking Details of work performed

Actual Hrs idle time

normal idle n'me Abnormal Idle tome
cost will be cost will
absorbed by transferred to

effective productive costing PEC Alc
HOUR

concepts overtime

Hours worked over Above normal

working time is called as overtime
i Normal overtime wages added to cost

as Direct labour

it overtime premium
a Agreed by customer a customer is

Ready to pay Direct labour
b unexpected Development Overheads
c Due to Fault of Mgmt Charged to
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Respective Dept
d Abnormal Reasons costing PEL

Concepts Bonus

i Halsey
a normal wages Time

Taken
A Time

Rate

D Bonne 50 Timesaved IIE

ii Rowan
a Normal wages Time

Taken
A Time

Rate

b Bonus Time saved taken x FideTime
Allowed

5 Bonus under Halsey Rowan be
equal when

AN L SH

note when Atl is for AO
Ste should also be for All
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Concepts Efficiency
a Efficiency HB Staters

Act Has
A 100

b Efficiency units Actual units
Std Units

9100

concept Types of cost

Particulars prime
cost

factory conversion
cost cost

Direct mat v x

Direct lab

Direct Exps u v u

Factory on a

concept8 contribution

sales sales re contribution
variable cost Don't tfc contribution

contribution sales x Ptv ratio contribution
fixed cost

p contributionport
ve sales
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Chpu Overheads
indirect Expenses
i These expenses are known to us

after the end of relevant period

ii However these costs need to be charged
to arrive at cost of Product

This is done By following below steps
a Estimate Budget
b Adjusted to known circumstances
c Allocation charge it to Traceable Dept

Bodna Bodh B Service x semicey
REM canteen
72 2 FF
loose grocery
70015

o spares
d Apportionment Distribute among all other
Departments using that facility on some

Agreed Basis Primary Distribution

Rent Rent Rent Rent
Ele Ele Ele Ele

e Re Apportionment Distribution of service
Departments expenses over productionDept
secondary Distribution

Total on FF 2 7
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Methods of Re Apportionment

a Direct method Here the services given

by one service Dept to another is

ignored
Semtex Dept A Dept B
semi set Dept A Dept B

b Non Reciprocal Step Down method
service Department providing highest
No of services to other Dept will
be re Apportioned first Descending order

Semtex sente Y Depth Dept B
Service y

Y's on share
Dept A Dept B

of OH Received
from X

c Reciprocal method
service a service Y Dept A DeptB
service 4 service x Depth DeptB

Repeated Trials Simultaneous
Distribution Error Equation
method method method
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Production A Production B
Allocation IApportionment
Be Apportionment

I

Budgeted Total 2 72 FEE
overheads

3 Basis of Apportionment
Particulars Basis
1 Stores
2 Time keeping say

value of stores regn
No Of workers

3 Power HP of Mk
a Canteen meal chgs No Of workers
s Factory Rent Area
6 Power HP X MK Hr
7 Depreciation capital value ofAssets8 Other overheads mic HB
9 insurance of mic value
10 Insurance ofBldg value
11 Power Effective HP hrsof
12 light Area No Of light pts
13 Rent Area
16 PersonnelDept Exps No Of Employees
15 Indirect wages Direct wages
16 Fuel E Heat Radiator sections
17 Power KW Mrs
78 Bldg maintenance floorspace Area
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19 Insurance orgs for avgmu x Price
inventory

20 Storage Cost Avg Inv storage21 Packing E forwarding Annual sales
22 Invoicing Cost No Of Involies

it overhead recovery Rate

1 Direct method Based on NO of unit
Estimated Overheads
Estimated No of units

2 Indirect method
i of Direct material Estimated overheads

Direct material

ii of Direct Labour Estimated overheads
Direct Labour

iii of of prime cost Estimated overheads
prime cost

in my ter rate Estimated overheads
Productive MK Hrs

v Labour Mr Rate Estimated overheads
Productive lab Has
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173 over under recovery of overheads

eg Est Toral or
Est NO of units

200.000
20.000 Units

210 PU

overhead recovery
Rate

Absorbed ON Actual
units

Overhead
eg 2 100.000 RecoveryRate
After end Of relevant period we
come to know actual overheads

eg 780.000 eg F 150,000

220,000 750,000
over under

recovery Recovery
comprehensive mic ter rate
total overheads Direct Labour

Productive MK ten
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chpa cost sheet
Basic cost sheet

Direct material
Direct labour
Direct Expens

Dime cost

Factory On

Factory cost
Office OH

cost of production
selling a Dist on cost of sales cost

Of Goods sold
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comprehensive cost sheet
Direct material consumed
opening CRM
Purchases
closing Rm

Direct Labour
Direct Expenses

Prime cost
Factory OH Works on

aross factory cost
opening wer

a closing IWIP
net factory cost

Quality controlResearch Development
Admin on related to prod
primary packing
Scrap By products Mise income

opening stock era
cost of Production

a dosing stock ra
Ost Of Goods Abl torsal

Admin on Caen
cost of Goods sold

selling on
Dist OH

marketing cost of sales
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cops cost accounting system

non integrated integrated
Financial Each Finance'd 5
Records are accounting
maintained records are
separately maintained

together
Non integrated system of accounting

Accounts Real Personal Nominal

i cost ledger control All
OR

ii general ledger control All

a material
1 material control Are Dr

To cost ledger control me Inger
Being material purchased

2 Stores ledger control Alr Dr
To material control Ale

Being material try to stores

3 Cost ledger control All Dr
To stores ledger control All

Being material returned to supplier
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4 Issue of material
a Direct material
WIP control Alc Dr
To stores ledger control All

Being material issued to Bodh

b indirect material overheads
Absorbed
WIP control Ale Dr
To Factory on cont Alc Difference
Being for charged to prodn overt

under
Actual Incurred Absorption
Factory on cont Alc of
to stores ledger controlAl
Being indirect material issued

overheads

to production

5 Stores ledger control Ak
To WIP control All Direct
To for control All indirect

Being material Returned to stores

G Job Ale Do
To Job Ala

Being material Trf from Job 1 to Job 2

7 WIP control Alc Dr
To cost ledger control Aec

Being material Directly purchased for Bodh
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D Labour
1 wages control Alcor Direct

To cost ledger control All Indirect
Being wages paid incurred

2 wages
a Direct wages
Wip control All
To wages control Ak

Being wages charged to Modo

D indirect wages
Absorbed Actual incurred

production
win cont Alc Dr Factory or cont All Dr
To for cont All to wages contAlc
BeingProdn or
charged to wip

Being Bodh on
incurred

Admin OHC Related to production
Fa control At Dr Admin on cont All Dr
To Admin On All To wages cont All

selling a Distribution
cost of sales Alc Dr
To selling s piston al

SSD on cont Ali or
To wages cont Alc
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4 Direct Expenses
WIP control All Do
To cost ledger control All

Being Direct Expenses incurred
d General Expenses Indirect Expenses
Boduction or
Incurred Factory ore control Ale orTo cost ledger cont All

Absorbed win control All Dr
To Factory overhead cont All

Admin On
Incurred Admin one cont Alc Dr

To cost ledger cont All

Absorbed finished goods control Alc Dr
To Admin or control All

selling E Dist on
incurred selling E Dist on cont All Dr

To cost ledger cont Alc

Absorbed Cost of sales Alc Dr
To selling E Dist or cont Alc
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e finished Goode control Alc Dr
To win control Alc

6 cost of sales Alc Dr
To finished goods cont All

g costing PE calc Dr
To cost of sales All

n Respective overhead control Alc
To costing PEL Alc

cover Absorbed

i costing PE call Dr
To Respective overhead cont Ale
under Absorbed

3 cost ledger control All
To sales Alc

sales Alc or
to costing PEL All
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integrated system of Accounting

Particulars non integrated integrated
stores ledger
wages cont I
Doan on cont
Wip cont Ale w u
Fa cont All
Admin One w u

SED OH
cost of sales
cost ledger contar I I

Replaced by
Respective
Real E
Personal All

Reconciliation
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Chp6 Activity Based costing
overheads
eg Bill 210.000

NO 5 people
share 7105000 72000

ActivityBased costing Tu Tera Mei Mera

Activities 8 8 Q Q Q
starter
Ron
Sabzi
Rice
Dessert

ie cost is allocated Apportioned among
products based on activities utilised for
them
steps
a cost Driver
b cost over sty
c cost Driver rate
d Allocation bae
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Chp Process costing

process2 Process I BocessiII Finished
Product

Purchase Pulp Bottling
sorting preserve PrimaryPacking
Cleaning Branding

Despatch

Format Illustration
BrocessIAK

Particulars Gry Amr particulars Sty Amt
To Direct Mat 100 10000 Byprocess 100 60000
To Direct lab 10000
To Direct Exps 10000
TO OH 10000

100 60000 100 40000

Process All 101 Normal 1055
Particulars Gry Amr particulars Sty Amt
To Process I 100 40000Byprocess 780 85000
To Dio Mat 100 20000 By normal 20

To Dir lab 10000 loss
10000To Dir Fan
5000TO OM

200 85000 200 85000
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Process III AK 101 Normal 10557
Particulars Gry Amr particulars Sty Amt
ToProcess 180 85000 Byprocess 250 1.17.000

To Dir Mat 120 15000 Act output
To Dir lab 10000 ByNormal105530
TO OH 10000 ByA loss 20 9000

Baling
300 120000 300 120.000

Normal 1055 104 Of Input ie 101 300 30
Actual output Given
Abnormal loss Bal pig loss Tf to costingPgl
Effective
costpu

3813000 7444 Pu

Effective
units

Proless Ale 101 Normal loss Scrap val 10086
particulars Sty Amt Particulars Sty Amr
TOROCOSS III 250 111000 By Fa Alc 350 333160
ToDir Mat 50 89000 Actual
ToDircab 10000 Output
To DirExp 20000 By normal 30 3000
TOON 30000 1055

TOAD Gain 80 76160

380 336160 Scrap 380 336160
value

Effective cost Pll 260.000 3000 7952Pa
Input output 30031 Effective units
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Note i when scrap is given it value will
be credited in case of normal loss
as we bear cost we get Benefit

it In case of Abnormal loss its scrap
value wont be Reduced from process
Alc as we dont bear cost so NO

Benefit is Taken

Iii you may be asked to prepare
normal 10551 Abnormal loss All

iv For Questions on decisions about
further processing compare
Extra revenue with Extra cost

v Royalty is Debited to Process All for
units that were normally be expected
to be produced

Incase of Abnormal Gain that extra
units Royalty will be Dr to Ab Gainax

vi sub concepts
a Process costing through stock Ale

o Fifo
a WAC
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b Process costing with Inter process
Boats

cost mon't cost Mont

process protess2 Finished
aoods

Performance
Of Process

Performance
Of Process

Format
Particulars cost port Total

company process
view view

c Equivalent units
situation
particulars Sty Amt Particulars Sty Amt
Dir Mat 1,000 10000 By P2 1001 700 16000
Dir lab 10000 Byd St 1001 300 6000

1000 20000 1000 20000

Effective cost Pu 288000 720
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Situations
Particulars Sty Amt Particulars Sty EU Amt
DM

1100
10000By P2 All 10070070032962

DL 10000
DE 10000 By d St 50 300 150 7058
FOH 10000 SOYcomp

in all
Respects

1000 60000 1000850 60000

feast per
equivalent unit 48800 767 06

situation3

Dr side particular mat Lab one Exps
same as Eu EU Eu
above By P2 All 100 700 100 700 100 700

By d St 100 300 30 90 50 150

1000 790 850

statement of Equivalent cost pie
Particulars El Ant costpereq unit
material 1000 10.000 70
about 790 10.000 12 66
OH 850 10.000 1176
Exps 850 10.000 11.76
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statement of cost Apportionment
Particulars material lab OH Exps Total
BOCESSZAIC 7000 8862 8232 8232 32326

Closing stock 3000 1138 1768 1768 7676
40000

Process All
Particulars Sty Amt Particulars Qty Amt
DM 1000 10000By P2 AC 700 32326
DL 10000 By d Stock 300 7676
DE 10000
OH 10000

1000 60000 1000 60000
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Chp standard costing
73 Material variances

Total cost variance SOX SR Ag tar

price variance usage variance
ACSCSR AR SR SG AG
AGAR AGAR SRxSG SRXAQ

Mix variance Yield variance output
Ag same mix Std

standard Actual SO AQ
Mix mix

Stdoty Actual
Ad Ad in Sly in
Re written in Std std
instdot Actual't Mix mix

SR RAG AG SR SO RAO
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i3 Labour variances

labour cost variance SRash ARXAH

Labour Rate Labour efficiency
variance variance

AHCSR AR idle time SRCSH AH

Labour idle
net Time

efficiency variance
variance
SRISH NetApp

SR Idle Time

it will Always

ago
Eire Be Adverse

Labour mix Labour Yield
Gang variance variance
SR CRAN AH SRCSH RAID
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tf overhead variances

I variable overhead variances

a Based on output
i Std Recovery Rate pu

in actual output for Actual Hrs

a
Absorbed

v Total cost variance SR X AO ARX Ao
Tread

vi Efficiency variance SR so AO incurred

vii Expenditure variance SR x so Arx Ao

b Based on time
i Std recovery Rate phii Actual Recovery Rate Phiii actual Hrs for Actual output
in Std Hrs for Actual output
v Total cost variance SR X SH ARX Ate

vi Efficiency variance SRC Ste Atl

vii Expenditure rate variance AN CSR AR

Hint variable on variance based on time is
similar to labour variances
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I fixed overhead variances

Basic
i Actual fixed overheads
2 Budgeted fixed overheads
3 Budgeted fixed overheads Adjusted to
Days BEF X AD

4 Budgeted fixed overheads Adjusted
to Hrs BSA X AM

5 Budgeted fixed overheads adjusted
to sty 13,01 x AQ

variances

cost variance
1 5

FOH Expenditure fixed overheads
variance volume variance
1 2 2 5

a r e

FOH FOH FOH
calendar capacity efficiency
variance variance variance
2 3 3 4 4 5
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Chp marginal costing
Concept Marginal cost sheet
sales
variable cost
contribution
Fixed cost

Bont

concept PIV Ratio contribution x 100
sales

OR Abort A sales

concept contribution
i sales variable cost

I fixed cost pron't
ill sales x Ptv ratio

concept Break Even Point
contribution fixed cost

sty sales

fixed cost
contribution pu

Fixed cost
Plu Ratio

9 Don't of Ef Desired cont Fct Don't
contpu or P Ratio
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concept margin of safety
sty sales

i Bott ii Don't
contribution pu PIV Ratio

concept shutdown point
on sales

i Avoidable Fc ii avoidable Fc
conrpu PIV Raho

Notes By CA Harshad Jaja

Harnat
All the Best for exams
God Bless you
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