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e A\leura.ge, Stock = Minmimoum Stock + Maxivivem Stock.
2
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'4041’136)1 devel = éwwrg ey dead X AVemge
Time Consuvmption
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2
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AR = Actval Hovrs Worked

R = Norwmal Time Rate

SH = Stamdaxd Hour jo‘r fotal units Produc:&
(H-AH) = Towme Saved:

Under botta HOJLer omd Lowam lblo\-\r\ . _+he j-'maﬂ take Is ‘-

éﬁech've rake per Hour = Totad Amount
Adval Hovrs worked

AIFF ERENT METHODS FOR JABOVR TURNOVER RATES

No 05— Sepuakiong % 100
Ave/ra.ge Workers for peried

(1) SepeRATION WMETHORL

No ot RQP‘QCEMWLS % 109
A've/mge, workers for peried

(i) RePLACEWMENT METHUD

No °L[.Sepenrl:icm + Replqcemmt] x 100

(ii) FLUX METHoD J
Avefra(cl;e, workexs for peried

) = No o}y |Seperation 1 Replacement - on
S -
+ New Joinee
Avefrage workers for peried
(v) Accession MeTHoR . No of New Joinees % 100

Avefrage, workers for Pexio&
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No oL[New Joinees + Rc-plawmmg x 100

Avefrage, workexs for peried

(v) EQUIVALENT LABOUR =

é‘mp]-oyaga T/O 'fO'r Del(:.od, X 365

TURNOVER

No - ok da\os in 'I'he pema&
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\O /] MACHINE Hour RATE
Fixed CHARGES -

a()q,gn‘q'cxh'on Mot veloked to achvity XA

+ Rent of mathine - XX
+ Dnsuvramce of mMathine LY
+ bda.eru of workers amd Bonus Jor machine KX
. qmmu Ovenheads oy Depantment XX
“ Total Fixed Unatmu XXX

RunNNING CHARGES -
<5 ——

Repairs amd Maintemamce XX
+ Powex XX
+ Lepridation telaked to activitp XX
T Lb'rlcamt'S "X
+ Su'nd.np Vol abole f)&‘DeMSeg RX
Tol‘oJl Ruvmmg Chazvq& X% X
_ oY ofeg .-
Houvs paid to workexs = Noymal — Absemt withoot
' Hours Pq)o
Totad Madhive Hovrs = Noymal Hours
('!'GJLQ Spedial Caxe ofy ~ Absemt withovt pay
Mo o vachines o¥ — Absemt with pay
N ofy movins in Ques) — [dle Tewe
( ‘ nvwbey ol H'rﬁ)

"Machive Wae rummv\

__// By CA Amit Sarma 7 7 —

Chapter - 13 €/ €] Fast Cost FM by AB



F - A 5 T All Formualas §
CA Auit Sharma T

‘6)un,nsg AND OVER ABSORPTION

B T ed OH Rate = < lo)unit
Adua.! unzts = (0,000
Adval OHs = F 120.000
OHs recovered = < lojumt X 10000
= F1,00.000

F{Jhdex- vecovered. [So  F 20,000

avenheadsr Were naol recovered

Gxavm[?le - Budjded OH Rate = < IO_/UIM:L'
Adval Unzts = 10,000
Adtval OHs = Z 90,000
OHs recovered = <Z Ilojumt X (0000 ¢
= F1,00.000

rcwu; - vecovwred. S0 F Lo, 00D ovenheads Wwere recovex d exha

TREATEMENT FOR UNAER - RELOVERY

| | |
decpense THE Fing OUT CARRY FORWAR2
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| L |
Normal Reagon Abmormal Reasoy
(dve to increase in pnces) (dve o Strike, fjoods)
r'l'/b- to Cost off Sales . (37 {T/b to Cso.SHng P/Lq

T Stodk » WIP Stok on basis

O cupplementany Bate*]
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CHAPTER
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STEPS To IMPLEMENT ABC
Ia\em{-(b-:y Achivitier tv be PUjOme’d'

A P
‘?5(3

Sh.{;z:- Calevlate total Cosb Pool-

Step3 :- l_demﬁb-}o cost drivers -

Stepp:-  E2ad Total Ne- of Costt dvivers:

S{-e?5.‘— Calcslate EeC;ovm)p Rate .
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06 MARGINAL COSTING
CHAPTER - .
(&) ContrRIBUTION
Bale price pen unzl @ Tobad 8aleg
— \aniolole Cosk pen vv b — Jotal vawralole Cost
@ Total Fixed Cost
— Total projnt
‘ P \
\J ) PROFIT- VoLume RATIO
Contvibuhor pox unak @ Total Contnbukion
Sales P'n'ce pen unzt Totad sales

(o2 Lalegs - Ve
N
8aleg

1 - vaxiable Cost -

N
(U0) BReAK - EVEN POINT

Fixed Cost
Cont"rilpuh‘eml/ unit

Bep ('in units)

Bep (tn awount 2) = Fixed Cost
P/v Rabo

@ BEP 2n unmits X SP pr unat
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So 24 meams éb— we wamt o recover — Cost
dM\lp Cost , all Wwe Meed fo do 2s Contributow/ uvit
Avd sometivies Questiom Com Qek us uity Fixed cost + Propit
to rewver (Fixed tost + propt), - Contvibution /unit
So all we vieed to do 2s @
@remt) Fixed cost + Projit
P/v Raktio

e\
UD) MARGIN OF SAFETY

Since we d\feqd)g recovered ouv [ull Cost ivn BEP . Lo now éts
towme to Canv prop ¢t -

MOS rejfens to the sales we did beyowd the Breakevem level:

Mqv'f,;a‘n ob- - Actval unets Sold = Break-evev unzts

Sapety @)

Adval Saleg amount = Breok evem qwount

(units) Total Projyit
Contribulien /Unit

(Clwnocm{:) Total Pro b it
P/v Ratio
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PN
(12) Two-Per1OD QuesTion

| I |
2 Baleg Givem 2 units 3ivw 2 cost @iven
2 propic givo 2 propis_givn Zpryt g
TN N
Calewlate. P/V Calewlode  contwbutien Calwlate Vaxiable
Ratio pen unzb Cost Juwit
e P/v Rakio * Chamge in propit or Conibutieow
9 !
Chamgg v Baleg
® (onbribvtiom - Chamge iv prob-it or Conlmbutien
per unit “ Chamge i vnits
J

*  Voaniable Cost Chamge v propit o7 cConlibutien

pen unit - Chamge v cost

_ | Indipgeremce Poiny = diffpewewce of Total Fixed cost

-Z)ébjo/emm of Variakle cost/unit

Ik proed. 7 Indupfy point - Jo for option with High FC
Ty pred < Indipfy poink . o for ophion with Low EC

SHUT LOWN POINT = Avoeidable FC = Re- ODeMmg cost
(amy level below it) Cont'nbuhem/umt
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07 ﬂ STANDARD COSTING
CHAPTER
(U3) MATERIAL VARTIANCES
ToTAL_MATERIAL CoST _VARIANCE
(S8R0 X SP) = (ABA0D XAp)
@ Csa/unit XA0 X Sp) = (Ae/uwil; X AOX AP)
I
d : }
ATERIAL PRICE VARIANcE MATERIAL USA&E VARIANCE
(sP=AP) x A& (S&Ro = AB) X SP
©(sp=Ap) x A&Jurit X AD 0 (58/unit = ABfonik) X Ao XSP
I
; . |
NEILD VARIANCE MIX VARIANCE
(s8R0 = Rsa) X SP (Rsa - AB) XsP
5840 = Stamdaxrd Evomhty of RM tov auval units produced
A0 = Actval Qvomm)o °b' Rw u{-o'v adval Units Produtedl
sp : Stomdard price fov ove unit of Raw materal
AP = Adval ?'n“ce Pm‘d Uf-ov one unit of Rasu moaterial
RS = Whem the Adual Quamtity Used is Fe-distmbuted as
per Stamdowd mix:
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VAN
(14) LaBour variances

N”®
ToTAL LABOUR CoST VARIANCE

(SHAO X SR) = (AHAOD X AR)
(©%) (sHfomit xR0 xsR) — (AH/funit XAOX AR)

CA Amit Sharma I

I - ]
LABOUR RATE VARIANCE JABOUR EFFICIENCY VARIANCE
(SR = AR) X AH (SHAO = AH) X SR
(SR=AR) X AHJunit X AD @CSH/UV\H:" AH fonik) X RO XSR
(Heve we vse AH Pm’d) (Here we Use AH worked)
Tore Time VArRIANCE
(AHw = AHP) X SR
; - 1
NEILD VARIANCE MIX VARIANCE
(SHAO = RSH) X SR (RSH = AH) XSR
SHAo = Stomdaxrd Hours fov adval units produced
AH = Acval Hours d{-o'r acval units Pmducedl
SR - Staomdard price fov ovie hour
AR = Adval price Pm‘d uhw one hour
RSH = (uhem the Achal Hours worked is (e -distmbuted as
pex stamdowd mix:
_// By CA Amit Sharma 7/ AE—
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\U5) VARIABLE OH VARIANCES
(caleslated. on the basis ofy units)

ToTAL VARIABLE OH CoST VARIANCE
(s8R0 X SP) = (ABA0 X Ap)

@ <.Sa./c.mit X A0 XSP) - (Agfuvﬁt XAOX Ap)

I - ]
V:OH E£XPENDITURE VARIANCE V-OH E£FFICIENCY VARIANCE
- (sP=AP) x Ae (sare = AB) X sP
©I(sp - AP) x ABJurit X AD ©9 (58/unit = Agfanit) X Ao XSP
SQA0 = Stamdard Elvamhty of O for adval units produced
AD = Actval Quomhiy of OH fov adval units produced
sp = Stomdard price for ovie unzt of oH
Ap = Advad ?’n’ce !)a.[d Vf'ov one unit ob- OH
2 A\
([&) varinELE OH vARIANCES
(calewloted on the basis oly Hours )
ToTAL VARIABLE OH CoST VARIANCE
(SHAO X SR) = (AHAO XAR)
©» CSH/unit X A0 xsR) = (AHfuuit xAOX AR)
l
A 1
V-OH E£XPENDITURE VARIANCE V-OH EFFICIENCY VARIANCE
(SR= AR) X AH (SHAO = AH) X SR
@(gg- AR) X AH /unit X AD ©) (SH/unit = AH fonik) X A0 X SR
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SHAO = Stamdaxd Hours of VeH for adval units produced
AH = Actval Hours o) VOHJ-m adval Units produced.
SR = Stamdard price fov ovie hour of VoH
AR = Adval price paid fov one hour ofy VoK
o\
\U7) Fixe2 OH vARIANCES
(cdwld‘ec\. on the basis ofy Umi;s)
ToTAL FIXED OH CoST VARIANCE
Recovered FoH =— Acdval FoH
|
l : l
F'OH E£XPENDITURE VARIANCE F-oH VOLUME VARIANCE
_Mgﬂgi FoH = Adval FoH Rewvered FOH = Budgeted Fo

Budgded Fore = il be 3iwn in the Gues

Adval Foit = it be 3('\!00 in the Qv
Recwovered FOH =  Alto bmown ae Stamdavd FoH for Adval eutput
Budgeted FoR - Adwal vkt

Bvdgm uniks

~
([8) Fixea on variances
(delatee,. on the bosis eb— Hour_s)

_Jhg_ml:jm_jmlo._b:n Calwlakion °||7 Varnamces axe Sawwe.
_J‘m_(ml‘o_d.q:#ma_ls in_the calwlakioy Dl‘f b—urm vaxiance, -

e T ——————————— 7/ By CA Amit Sharma  / / A—
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ToTAL FIXER OH CoST VARIANCE
Rewvered FOH =— Acval FoH
i
| I
F-OH £XPENDITURE VARIANCE F-0H VOLUME VARIANCE
| Budgeted FoH = Adval FoH Recovered FOH = Budgeted FoH
4
| 1 i)
FOH CALENDER FoH CApAcCITY FoH SFriciency
VARIANCE VARIANCE VARIANCE,
Advel = Budg- V. Bvd@ Adval  Budg.| Budg |SHAo = AHAo|X Budg
work work Fate ‘:(VS — I;;s X Yake rate
days dowys per Adval  Bvig pev pev
dqy ‘baq.s .DQQ‘_SJ Hour Hovy
. BUdjeted Rate Pen Hour = Budgeted FOH
Budgejed Houts
Budgeted Rare Pen Hour = @ged) FOH
Budge):ed o()ay_g
Recovered FOH = Al o e al outpy
Bvdﬂgted FoH x Actocd—Houre
Budﬁe)‘ed Hovrs
s /7 By CA Amit Sharma £/ g_
Chapter - 10
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08 ﬁ JOINT-BY PRODUCT
CHAPTER

19 AVERAGE UNIT COST METHOR

Average Cost = Total Joint cCost
[/}
ou.rl-pui,-1 () ouvtput,

# point tost allocated . Average X Oulpuk,

+o _p‘(odud:'.,_ @sbu
# foint Cost allocated - Ave/rage X __ Output,
t-o PYOJU‘-!'& COSb’

_ MARKET VE AT PoINT OF SEPERATION

Jolnt Product, Joint Product,

Sales P'n'ce ak sSpiit

XX XX
ob-b- sfaﬁ&
&) 82%\43 expemses X% (xx)
Net Monkek Price XX_punit XR__powil
ab SPM: oy Po‘mt
X unzs %gowccd X Xx
Finad valves XX X X X X
e — 82 BY CA Amit Sharma /7 A
Chapter - 10
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@MARK&T VALUE AFTER FURTHER PROCESS
Joint Product,  Joink Product,

Sales price after X% AR
further Droces shng
174 ]

X No bb uwils Clﬁ-l-u XK R
ab-vrhor pmcusmq
Fivad valve XX : XXX

éa NRV METHOR AT SPLIT OFF STAGE
irst Check - do we meed to h-ur'Phex protess or viot - ﬁ \,e.g
then we Use SAUeg price After b—urlhu p'rocusmq, omd_ 2§ not
tem  sales price be(’-ore processing -

Jeint pfodlicfi Joink Productz

Sales p'me q{f}a o7

be[-o're b-er'wr processivig XX XR

v U
X No of units X X X %
Total XX X X XK
() Furtner processing cost (xx) (%%)
(® Further Selﬁwa eux? (xx) (xx)
Fiviad Awawnk X XX KXKX

Spit tv this raho
s /7 By CA Amit Sharma #7#
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N\
(23) coNTRIBUTION MARGIN METHOR
ToTAL JOINT COST

/ \

VO-"HOJolc. Panl': lc.asb Fi'x ed po./rb ol Cost
Allocod‘e ov_the bauis of Allocare on e bauss
7no - ob OUFPUL' oly cont rbuhion

I.)}' Qmyp P‘fodvc,t's Combutiew s 22R0 , dont allocate Joint
Cost o that Pwdpd:‘

24
& ReveRse CALCULATION

Joint cost ob-A Joint cCost ob— B
() Further process Cost ofA () Further process Cost of B
B Se!U.mq exp of A () Selling exp of 8
# _Pmlﬂe of A # pmb;tu o 8
Sales ol A Sales of B

e ) ————— 7 /By CA Amit Sharma  / / A—
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10 ﬂ BUDGETARY CONTROL

CHAPTER
/o O\

( BUQGET RATIO

(i) EFFICIENCY - Stavwdard Hours for Actval outpub 14
RARTIQ Actval Hours

It is calwlated to find ot whether it took
Mmore or legs aActval hours tham expected:

(i) Activity = _Stomdard. Hours for Adval output  y o0
RAT10 Stomdavd  Hours

It is calawlated, to b—\"nd ovt level OI‘; qcﬁvii}, in
an orgamisabion: dke at What leved a tormp mp
5 wOTHV)j o/ or &0/

(‘“D CALEN-OGL = AVG:(lable WOVHHQ dt:? X100
—J
RATID Totod werking days in Budgd‘edl
UPex;oo(

It s caleslated to b—-'w:c out Whether ae the
dayg or hours that Wwere p)qwneoﬁ dvrivg the

bvdgst_’luiad_ng&ﬂf? available 6% mot-

IS 7/ # By CA Amit Sharma #7#
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(‘IV) SFAN DAR LD = B‘qu@!’c& HOUY.S X loo
CAPACITY Max Possible houvs 2n +Hie
USAGE RATIV Budgeted period

1 shows how mamip hovrs were plawned as
qucuws-l; +otal hours quailable

& AcTUAL - Adval Hours worked 5% |00
CAPALITY Max possible hours 2n e
USAGE RATIO T Perzod

T shows how W'amtja hovre were amauj wovked
qalqinst total houre available-

(vi) ActuAaL USAGE = Actval working Heur.s % 100
OF Buoos,,erc-z Budg,etect Hours

CAPACITY RATIO

It showse how mamp hovrs were adhvally wovked
Otaaunst total bud,qel:ed hours .
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