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BCAS 25: Employee Costs 

25.1 Introduction 
 
Every organization or entity must have employees to run its operations - from manufacturing to 
selling and distributing products or providing of services. The entity needs to pay for the services 
provided by employees at various stages of its operations. Some amount are paid to employees 
directly whilst some amount are not directly paid to employees but need to pay for other resources 
that are required for enabling the employees to perform its activities. Whilst most of the employee 
related costs are visible in records, there might have some expenses in relation to employees, which 
are not visible in records - might be hidden. To determine appropriate cost of a product or service or 
a department or function it is required to understand the components of employee costs properly, 
how the employee functions are linked to a particular product or service (and/or department/ 
function). Sometimes, it is also required to justify the existence and/or employment of a particular 
set of employees comparing with the value they will add to the organization i.e. an employee cost-
benefit analysis where the employee costs may include both reported/explicit and hidden costs. 
Therefore, a standard in this regard showing the methods of calculating employee costs, tracing 
and/ or allocating the employee costs to various activities/ department/ functions and products or 
services will be very helpful for managerial decisions.  
 
25.2 Objectives 
 
25.2.1 The objectives of the standard are to deal with the principles and methods on -  

a) how to determine the employee costs with a reasonably accurate manner 
b) how to assign the employee costs to various products or services or departments or 

functions or activities 
c) how to present the employee costs  

25.2.2 The standard will also try to highlight the hidden employee costs which the management 
may take into consideration for decision making purpose. 

 
25.3 Scope 
 
25.3.1 The organizations may use the standard to determine the employee costs as well as 

assigning the costs to various products or services or departments or activities. 
 
25.3.2 Management can take the decision whether the employee costs of a particular product or 

service, department, or activity or an employee is justified against the value it adds to the 
product or service or the organization.  
 

25.3.3 It may be used by the professionals for certification of any statement where employee cost 
related information is required to be provided.  
 

25.3.4 The standard is to be followed by all public limited companies where cost audit is made 
mandatory through Government’s gazette notification from time to time. 

 
25.4 Key Features: The key features of this standard are given below – 

a) It covers the principles of determining employee costs 
b) It explains the principles of assigning employee costs to cost objects 
c) It differentiates between explicit and hidden costs related to employees 
d) It also addresses the presentation of other employee related data for decision making 

   



25.5 Definitions: The following terms are used in this Standard with the meaning specified –  
 
25.5.1 Employee types: Employees may be classified/ categorized in various ways as follows: 
 

a) Company roll or third party roll 
b) Permanent or contractual 
c) Daily rate, piece rate, monthly paid basis 
d) Temporary or regular 
e) Part timer 
f) Skilled, semi-skilled, unskilled 
g) Managerial/ executive, non-executive level etc. 

 
25.5.2 Employee costs: The consideration given or becomes payable to employees for the services 

rendered to an entity. Employee costs include all expenses paid either in cash or the benefits 
given in kind. The employee costs can be direct or indirect, explicit or implicit. 

 
25.5.3 Abnormal costs: The costs which are occurred due to unexpected, unusual, irregular and/ or 

abnormal situation/ condition of production or operation/ function. 
 
25.5.4 Idle time: When workers are paid time basis, the difference between the hours/ time for 

which workers/ employees are paid and actual hours spent for production processes or 
functional activities is called the idle time. 

 
25.5.5 Normal idle time: The part of idle time which is not avoidable and is happened in normal 

course of operations is considered as normal idle time. The causes of normal idle time may 
include travelling time from one job or department to another, the distance covered 
between the factory gate and actual place of work, elapse of time between finishing one job 
and starting another job, time spent during tea and lunch breaks, machine or job setting-up 
time etc. 

 
25.5.6 Abnormal idle time: The part of idle time which is caused due to irregular, unexpected, 

unplanned, or abnormal conditions is considered as abnormal idle time. Abnormal idle time 
can be avoided or minimized by taking proper plans, care and caution is considered as 
abnormal idle time. The causes of abnormal idle time may include temporary lack of work, 
machine breakdown, power failures, shortage of raw materials, waiting for tools, waiting for 
jobs due to unplanned production, stoppage of work due to managerial policy decisions, 
strikes and lockouts, and floods, earthquakes, etc. 

 
25.5.7 Cost object: As defined in BCAS 3.5.5. 
 
25.5.8 Direct and indirect employee costs: The part of employee costs which can be directly 

attributed or traced to a cost object in an economically feasible way is considered as direct 
employee costs and the part which can not directly attributed to a cost object is considered 
as indirect employee cost.  

 
25.5.9 Imputed costs: As defined in BCAS 6.5.11. 
 
25.5.10 Administrative overheads: As defined in BCAS 6.5.7. 
  



25.5.11 Executive directors and non-executive directors: The directors, who are also responsible for 
daily management of operations a company, like an employee. Non-executive directors are 
member of the board and independent of daily management of operations, usually work as 
an oversight body of management.  

 
25.5.12 Selling & distribution overheads: selling overheads to the cost incurred for selling function 

i.e. the cost of activities relating to create and stimulate demand for company’s products or 
services.  The distribution overheads are the expenses be incurred on the goods to make it 
available to the customers. These costs include the cost of maintaining and creating demand 
for the product, making the goods available in the hands of customer. 

 
25.6 Standards 

 
25.6.1 Measurement 
25.6.1.1 Employee costs will be measured at the gross amount paid or payable to employees. The 

employee costs will include, in addition to gross salaries, all sort of allowances, bonuses 
and benefits including the benefits in kind. 

25.6.1.2 Remuneration paid or payable to non-executive directors will not be considered as 
employee costs but as an administrative overhead. The remuneration paid to executive 
directors or functional directors will be considered as employee costs.   

25.6.1.3 Imputed costs will not be included under employee costs. However, for some decision-
making purpose imputed cost should be considered as employee costs to avoid sub-
optimal decision.  

25.6.1.4 Benefits provided to employees (e.g. free housing, free conveyance, free medical etc.) will 
be determined at the total costs of the resources consumed for providing such benefits 
and will be included within the employee costs. 

25.6.1.5 Separation costs incurred for voluntary retirements, retrenchments, termination etc. will 
be included within employee costs amortizing over the periods benefiting from such costs. 

25.6.1.6 Cost of normal idle time will be included within the employee costs, whereas cost of 
abnormal idle time will not be part of employee costs. 

25.6.1.7 Any abnormal costs associated with the employees will not be part of employee costs.  
25.6.1.8 Any penalties, damages etc. paid to statutory authorities; or to any third party due to any 

non-compliance by the organizations with respect to employees shall not be included 
within the employee costs. 

25.6.1.9 Any amount recovered from employees towards any benefits provided orany third party; 
or any grants, aids etc. received from any government agency in relation to employees will 
be deducted from employee costs. 

25.6.1.10 Cost of retirement benefits plan (gratuity, provident fund etc. or any kind defined 
obligation or defined contribution plan) will be determined as per relevant Accounting 
Standard as adopted in Bangladesh.  

25.6.1.11 change in principle of determination of employee costs  
 
25.6.2 Assignment 
25.6.2.1 The employee costs which can be directly traced to a cost object will be assigned to the 

cost object on a suitable basis. Assignment can be on the basis of number of hours/ days 
consumed or number of employees engaged or any other appropriate basis. If a particular 
item of employee costs is not material, that may be ignored for assignment of costs to the 
cost object. 

25.6.2.2 The employee costs which cannot be directly traced to an identified cost object, will be 
assigned to the particular cost object on an appropriate basis, e.g. estimated required time 
derived from the time study. 



25.6.2.3 Separation costs amortized during the period will be treated as indirect costs and will be 
assigned on a suitable basis e.g. direct employee hours or direct employee costs. 
Unamortized separation costs will not be assigned to the cost object if the relevant 
operation is discontinued.  

25.6.2.4 All costs incurred in the process of recruitment, training will be treated as administrative 
costs and will be assigned to the cost object on an appropriate basis, e.g. number of 
employees or costs for the employees recruited for a department or function. 

25.6.2.5 Assignment of overtime premium will be depending on the circumstances and economic 
feasibility. If the overtime is paid due to the specific requirement of the job, e.g. to meet 
rush order of customer, it will be directly assigned to the job or cost object. In other cases, 
the overtime premium paid will be treated as overheads. 

25.6.2.6 Cost of idle time for the anticipated reasons e.g. holidays, lunchtime etc. is directly 
assigned to the cost object as a part of employee costs, usually through loading this cost at 
the time of calculation of employee costs per hour. Idle time is to be assigned if it is 
economically feasible. In all other cases it will be treated as overheads. 

 
25.7 Recording and Reporting 
25.7.1 Direct employee costs should be presented separately in the statement of cost of a 

particular cost object; and indirect employee costs should be presented as overheads under 
respective functions e.g. manufacturing overhead, administrative overhead, sales and 
marketing overhead etc. 

25.7.2 Resources consumed on account of employee costs should be presented in the cost 
statement e.g. category wise wages & salaries to permanent, temporary and contractual 
employees; piece rate payments, overtime payments, employee benefits category wise if 
these form material part of employee benefits. 

25.7.3 The following information are should be disclosed in the cost statement of a particular cost 
object, either in the statement or in footnote: 
a) Employee cost attributable to capital work 
b) Employee costs attributable to deferred revenue expenditures 
c) Method applied for determining the cost of such capital work 
d) Separation costs 
e) Abnormal costs excluded from employee costs 
f) Penalties, damages etc. paid but excluded from employee costs 
g) Cost of retirements benefits included in the employee costs for the period 
h) Any subsidy, grants, incentives or any payments received which have been reduced from 

employee costs 
i) Employee costs paid to related parties 
j) Employee costs paid in foreign currency 
k) Impact of any change in the methods and principles applied for determining employee 

costs, if material 
25.7.4 The following information are encouraged to be disclosed: 

a) Employee costs paid for expats 
b) Number of employee category wise 

25.7.5 Any change in the methods and principles applied for determining and/or assignment of 
employee costs should be disclosed, if it has got a material impact on the employee costs. 
Where the effect of such change cannot be ascertained wholly or partly that fact should be 
indicated.  

 
25.8 Effective Date: This standard will be effective from January 1, 2020.  
 

 



Annexure-A 
 
Examples of employee costs (the list is not exhaustive) 
 
Salaries, wages, allowances  
Festival or performance bonuses 
Various incentives. 
Contribution to provident and other funds. 
Employee welfare 
Gratuity 
Leave encashment 
Other retirement/separation benefits. 
Other deferred Employee cost. 
Other future benefits 
Paid holidays 
Leave with pay 
Insurance against accident or health scheme. 
Provisions for workmen’s compensation. 
Medical benefits to the Employees and dependents. 
Free or subsidized food. 
Free or subsidized housing. 
Free or subsidized education to children. 
Free or subsidized canteen, crèches and recreational facilities. 
Free or subsidized conveyance. 
Leave travel concession or leave fair assistance 
Interest Free or subsidized Loans 
Any other free or subsidized facility. 
Cost of Employees’ stock option. 
Cost of interview 
Cost of relocation of employees 
Cost of advertising 
Cost of employee training 


	25.3.4 The standard is to be followed by all public limited companies where cost audit is made mandatory through Government’s gazette notification from time to time.

