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I SYLLABUS I 
UNIT-I fcffeR" ~ ~. ffiTRf ~ ~ ~ ~. ~ -~ q.s;f8~1 ~ 

~. ~ ~ clit ~. m-i:rnT Rffl clit ~. 3qf<a.i~ C'l©iifH I 

Various cost concepts, Cost centre and Cost unit, Methods and 
techniques of Costing, Installation of costing system, Methods of 
Inventory control, Overheads Accounting. 

UNIT-II ~ C'l©icfH, ~ ~ ~ dt{fftlli!., BJllftlli!."i ~ .3Rf: ~ ~. 
q Ril I <-H ~, 

Process Accounting, Joint product and Bye-product, Equivalent 

Production and Inter Process Profit, Operating Cost. 

UNIT-III "fflllRt('fll@': ~. '8'i~i0< ~~;i1:101, ~~~.3Rf: -q;lf 
~. ixlrcrnrP~cfi Rum~~ ffiTRf qi!' m, 
Marginal Costing : Concepts, Break Even Analysis, Uniform costing 
and Inter firm comparison, Use of Managerial Costing in business 
Decision. 

UNIT-IV ~ R4:iiOI : 1f, ~, ruti~lf4cfi ~ ~ ~. ffiTRf ~: 

~~~I 
Budgetary Control : Basic concepts, Preparation of functional budget: 

Cost Audit : Objectives and Advantages. 

UNIT-V ~ ffiTRf ~ ~ ~~C'\t!OI I 

Standard Costing and Variance Analysis . 
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fllJld ~~icb.-f : t!cD 4Rd<-I 
(Cost Accounting : An Introduction) 

ffl1RI ;i&i&i.:t cfiT «,tQld ~ fcl&im 
(Origin and Growth of Cost Accounting) 

~*ffilR1~.fmcfi~q,1~t1~~~~~~~ -
31'f~ ~ ~ Tfl:rr ~ 3ITT ~ mm 1J:<ii 3llcl:tll<Mi oR 7T<ft ~I ~ ~ ~ 
~ q,1 ~ q,13Rq;~~ 3lA ~<fiR"UT ffilRI ~~ ~ ~3lTI ~ 1929q,1 
fq,c1oq14l ~ ~ ~ 3lfu:Rq 'cfi" ~ ~ oR ~ ~, ~ wq@ * ~ -q'{ ~ m ~ 
~ 3ilcl:illcfi cfiT;:' ~ ~I ~ ~ qf{ff\!lfa4i ~- arlP1qfaqf ~ 1J:<ii llT5I' ~ ffi7RI q;,:r 

ffl ~ ~ * 3l1:A ~ ~ nFfl ~I >f~ ffiq ~ q,l "lT@ ~ ~ ~ 
~ ~3TI' qft lWT * ~t:fcfi ~ ~ o~ ~ ~ ~ ~ 'cfiffl' ~ ~ ~-q'{ luf 
~ir~,~~~~~itTfl:rr1%~~-qftfct;-fq*~~~'cfil 
~ ~ -. ~--m1 ~ ~ ~ ~ qft ffi7@ ~ ~ - "~ ~ -q'{ ~ ra, ~&141t:-?1 ~ 
~ ~ ~ * ~ >fl1<'f 'cfir-lT ~ ~ m 1J:<ii ~ ~ 'cfiT ~ v:ct mm ~3lT ~ 
'ffilRI ~· ~ ~ ~ 'ilRl "l@T t, ~ ~ ~ ~ ~ Tt ~ >111<'1 'cfir-lT v:ct oqc1f f\!le1 
~ ~ ffi7@ ~ 'cfir-lT ~ 6qlcl~•llf4cfi v:ct ~ ~ 'cfi" ~ ~ 'l~tq'i_of it Tfl:rr t 1% 
~ fir-TT ~ dGl<ctlfGtli v:ct ~ ~ ~ * ~ ~ 'ITT ri Tt t1 

I 'lml' ~ ~ ;i&i&i.:t (Cost Accounting in India) I 
'1Ro * ffi1ffl ~~~~mm 'cfiT ~ ~ 1944 ~~mt~ l'JR1l'it 

~ mfirn ~ 'cfi" ~ * •~ ~.:dl<'lc. ffl 'cfiTR ~ q<m Q_cfilaolo<~' qft, ~ qft 
1'T<ft1 ~ ~ i:m~ M ~ v:ct ~ fcmlf?fqr <fi1 ~-i:r,t ~ ~ ~,, ~ ~ ~ 
ffi1ffl ~ ~ ~ * ~ ~ 'cfir-lT ~, 

~ 1947 * 'TI«f ~ l31TI qf{ OIIJifcl~q "=rTI ~ ";ftrn ~ q,1 ~ v:ct fcTTi:R ~ 
* -=rtt--=rtt ~ ~ ~ m ~, mt~mt ffilRI ~ ~ ~ ~&1q1i:-?f ""1 
3llcl:#llcfitll ~ q,1 ~ ~I ~ ~ 1959 * 'lffil, * ~ ~ q<m Q_cfiidulo<~ 
3ll't!Hll'i' (Cost and Works Accountants Act) "4TB 1%'llT TPTI v:<t ~ ~ 'cfi" 3Rf1fi'f •~ 
~-«1<.'lc. ffl 'cfiTR ~ q<m Q_cfilao2°<~ ffl ~• (The Institute of Cost and Works 
Accountants oflndia) qft 1J:<ii ~ ~ ~ ~ * ~ qft 1'T<ftt ~ ~ 'cfiT ~ 'i:-'r~ 'TT«f 

Tt ~ ffi1ffl (-1&141Hf cfi1 ~ 'cfir-lT ti~~~~~ q,.,il.'1<fiitll ~ IB!IB t,, <fi' 
'TT«f ~ ~ 1965 * ffi7RI ~ ~ ~ cfi1 ~ ·* ~ ~ ~ ~ * 

ffltR ~ ~ ~ "4TB 1%'lll·t 1% ~ mcfiR cfi1 ~ ~ m ~ ~ ~ -ift -affl11 ~ 
~ ffi1ffl ~ ~ ~ * ~ 'iFIT ~ t v:<t o-'lcfiT ffi1ffl 31'cfi"8:lUT ~ ~ ~ t, 
c@'iR ~ * 32 ~ * ~ ~ Tt ~ ffi1ffl ~ nFfl v:ct ffi7RI ~ <fiWIT 
~ t, ~-~, ~ . ~ ~ 3m c:J<n, ~ ~. ~ ct,-s1:tl'1< , ~&i"1h.<, 
'flWll$1 * q;fq 3lA fl~.~~~~~,~ 'dffl11, lITl1: ~ , ~ lITl1:, 
~ q;-~. ~ef~Hlli-1 ~. ~ ~. ~-affl11, ~ s;rEJ 3llffl, ~ ~ . fflm ~. 
~. '¥ "ffi1WI' (Jute Goods),~ ~efch)~Tl.'1 (Industrial Alcohol), TT (Dyes) , m, 



2 I ffl1'ra ~~#1~01 ~ f.t~-sio1 

~ ~. ~. wft 'cff;f (Cotton Textiles), ~ -.kn, t\~ifi ~. 'RR'!' ~. 
~.::fflf.P~R•I ~. ~@lf~ifi ~. ~. 

cfillRT ~ "'1 mu 209 (i) (d) ~ ~. "~ ~ cfillRT ~ "5l'ifiR "'1 cfillRT t-ffl. 
%~~.~~.f.ri,fut~'ll'l~ffl"q~tm~~~,ifl 
fcfimlftitm.~ffl'll'lffll@'~ ~~~m~ tl~f.-tjct ~.~~ rou~"l'.f"{ 
amt~~-q~m~,·· 

I ~ H<Slich-t <liT ~ (Meaning of Cost Accounting) I 
fct.m ~ ~ f.rqfuy-q'll'l fct.mmn "ifil~ ffl"q"" ~~t~~ 

~ m ffl7@' ~ t, 3TIY: 'ffll@' ~, qiT ~ ~ ~ ~ 'mTrn' q;i ~ ~ 1ft 
~t, 

~~-q~~"ifilt~'ll'lffi'llm'<l~~tm~>111<1"ffl~~-;;n 
m~~t3l~-ffl~~~~t.~~ffll@'~t,~~~ 
q,1 'ITI'lfl -q ',t.ft' ~ t o?.f't 7Tfu@ "'1 'ITI'lfl -q ffl7@' ~ f 1 3TIY: fct.m ~ ~ ~ -q ~ -;;n 1ft 
~ ffl ~ t ~?WT~ "ffiT@ ~ f I ffl7@' "'1 Ht.if~f&ct fq~f:lctl~ ~ f-

(i) ffl7@' ~ ~ t, 
(ii)~~ ~3il. mn~ ~ ~ ~ ~ -q: m ~ t, 
(iii) ffl7@' q;i ~ ~ cfflltR 'll'l ~ -q ~ 'll'l ~ >111<1" ~ t, 
(iv)~~-q~~';jfl~fl 
ffl7@' ~ ~ ~ ~ ~ ~ ~ ~ "5l'ifiR q•ffcfi{DI (classification), 
~ (Recording) q'ifl rcf"fl\JR (Allocation)~ f ~ % ~ ~3TI 'll'l ml13ll qft '3l'rn 
~ ffl7@' Rtnmf "'1 ';jfT m q'ifl ~ "ifiT 6/.llq~-llf<lcfi ~ ~ -;ft@~ ~ ~ 
~ m'«f mm, 3Fi ~ -q, ffiT@ ~. ~ q,1 ~ ~ ~ t f-;m1) ffl7@' ~ 
ffl ~ ffl7@' "\'.f"{ f.rq;:;foy ffl ~ ~ ~ ~ q;i m§T ~ ~ t, 3TIY: ffl7@' ~ rou 
~~3ll~ffl1fficlil~,fq,k.\t101~~~fflil~,ffll@'~~ 
~ "'1 ~ ~ t ~ wm ~ ~ ~ ~3il q;i f.rqfuy q'ifl mn ~ ffl qfffi 
~3TI' -q' ~ ~ t, 

I ~ H&ich-t W ~ (Definitions of Cost Accounting) I 
"ffiT@ ~ "'1 ~ "t!ft"!T'lfl ~ ~ m ~ ~ ~ ~ t ~ ~-~ 

"\'.f"{ ;m< fqf'q"9 qfl:ff\!lfo<(f -q fqf'q"9 fqm' ~ ~ -qft~ ~ t -ffl f.ti.:if~f&ct ~-

(1) ~ ~ ftm (Walter W. Bigg)~ ~. ''fflTrn' ~ oipj;• cfiT ~ ~ 
fctitHt/U/ ;mr qtfh-r,, I, f.5l-m1 ~ f<,;"fil feml, ~<ti~ "fflTfn l(J-iidl'J_<'ii#i ifT<f ~ ~ ~ 
~ ~ w ,n 'il"Rf ~ ~ fq;- '§ff "fflTfn ~ ffiTr ~~ii" 

(2) ~o ~o ~ (L.W. Hawkins)~ ~. ''fflTrn' ~ ~ ~. ~ 
<ti 3"fT W:r<1 n<fi <ti "fflTfn ~ f, ~ n<fi '11Tff ~<ti~ 71T 31f.f,q Rf<,;# Ml-lid< 07 ;# 
~~mrt,,, 

(3) amo ~ o cfi1"ir (R.N. Carter)~ ~, ''cn:g 'i6" f.rs:1fur 'tfT t<,;"fi/ ~ # ~ '11Tff 

a:r~ wr * 79Tff # ffigT m <tt ~ <fiT "fflTfn ~ m ,,,, 
(4) ~o lft'o ~o -u;:o ~(I.CW.A.London)~~. ''Ffrrrn 'il"Rf <liR <ti 

~ q $llT <fiT "fflTfn ~ ~ .,,,, 



'ffi'lT"o t-t&icfi-1 : ~~ , 3 

~ m ffi1ffi ~ ~ q,1 ~ f!'lTIS:TT o~, cflffcifi<o, cfil ~~ cfiUil t fcfi' ->m ~ 
~ ~ ~~~ fcf;m -qt~ ~~<tt ~q,l cwf ffilffi ~q,l ;;it~ cm"~ 
~ ,wft m ~ ~ ~ t f.fi'~ ffi1ffi ~ m ~ ~ t•~~ ~ \00 -;;iy 
~, ~: ~ ~ ;;it ~ t fcn" ''ffilffi 7ffe@ <tt ~ t ~ ffi1ffi ~ ~ ffl <tt 
~t," 

ffll1n <-l@ii.fi1 ~ fcl~thil~ 
(Characteristics of Cost Accounting) 

ffi1ffi ~ <fil f1l--ifclf©a fq!l),rn,~ ~ m '%-
1. ~ t-l&icfi-1 t-l<SiiiJi-1 <fiT ~ \lTtT t" (Cost accounting is an integral part of 

accounting)-ffilffi ~. ~ cfil m ~ 1TT7T t, 'f-'I' ~ l) -qt~~ <tt 'ITI@ ~ 
~ ~ (Double Entry system) cfiT ffl ~ "'1'ffi' t, ~ ~ ~ fcmli 1TT7T f ~ 
~ ffi1ffi ~ (Area of Costs)~ f, 

2. MT'@' l-l&icfi-1 qi'ffi't{cf~~'tti (Cost Accoililting is both science as well 
as an art)-ffil'ffi ~ ~ ~ t ~ ~ q,1 'ITI@ ~~Aft;:@~~~ 

t,~m~~,nt~~o@lm-mmtf<n"~~cm~~~-;;iy~t? 
'.3. lflrnf~ifiT~ (Recording of all costs)~~ fcfim ~ ~ f.!trruT l) ~ ~ 

3Rfncfi~~ 31Yffil~~ (mi:nfl, .,rq) ~ ~~~ (~.~(f~ 

~~) cfil~~"'1'mtl 

4. ¥Mll@'~'SlfirliJilf Mfl@'~cfwff (Ascertainment of total cost and per unit 
cost)-ffil'ffi ~ ~ l) ~ cfiT ~ W1m. c:pffcifi<OI, ~ -;;f@T f ~ f.lfirn ~ ~ 1IGR 

qft 1ft ~ qft ~ ffi1ffi o¥tT ~ ~ ffi1ffi ~ t ~I 

5. atlf-f.rrtfn ffl cfi't MT'@' -ffl'-l"'1T (To know the cost of semi-finished goods)

ffilffi ~ ~ m -::r ~~~m.tt ~* ~ ~ cfiT?f q,l 'iTiffiT"fff~ q,1-;;jl 
~t, 

6. Sldl-llcfllf.l ~ ~ ~ (Helpful in managerial decision making)-ffilffi 
~ l) f<fl"A ~ ~3li q;t ~ (Reports)~~~~ ncfi ~ "'1'ffi' f 
• ~ ~ ~3li ~ 3ll'f.lR ~ ~ ~ "W@ ~ ~ m, 

7. a~1f.tcfi ~ (Scientific Method)-ffilffi ~ 1fOTTffi ~ ~ ~ f ~ 
~~~~ml) ~if~qilq ~cm~ q;r-rr, ffi1ffi ~ q,1 ~ cm ffi1l 
q;r-rr q ffi\.tcifilR.dl ~ q;r-n ~f"lfcld f 1 

8. ~ 't{ct 6€jcHl1'4iJi ~ ~ 'ffl (Use in manufacturing and commercial 
enterprises)-ffilffi ~ 1fOTTffi cfiT ffl ~ ~ ~cl~,f~cifi ffl ffl 'c:ITffi ~ l) 
~t, 

ffl1@' <-l<sii4i'1 ~ ~li:l~<.14i?tl -31Wcfl fc1ffi<.I <-1-0Jic:fi-1 cfl1' ~ 
(Need of Cost Accounting or Limitations of Financial Accounting) 

~ qft f.fl"A ~3li l) ~ ~ cfiT 3N-TT 61 ~ t ~ W ~cl~l<ll. q 
~ ~ ~ ~ i' ~ ~ ~ <tt ~ ~ t, ~ ~ q,1 m;u3li ~ ~ 
l) ~o atrro TfflcR"~ atrro mo faR-tf.11.fi <l'T ~ ~ 'h!tii'{uf ~- "~ ~ <tt ~ 

http:fcf;-f.tWi.rn


4 I MT1@' fciqHqOj ~ f.HMIOI 

.~ '5l1l'TTffi <tt fqe1q11a1 ~ ~ <tt ~ ~ m ~ <fitrft ~ ~ ~ ~ ~ 
, ~~ "5IGR ~~ ~ -m ~ ~ ~ ~ ~ ~ "5ITGi' mm t-~ ~-m 
~~~~~v:ct~~~~irmt1'' 3'.fo: ~~<tt~ 
~ ~ ~ f.ii--tf~f~a t-

1. ~ ~ f.t4.:;;io1 cnT 3NTcf (Lack of control on materials)-~~ -q 
miTifi v;cr ~ cnT ~ ~ ~ nslT ~I ~ ~ -q miTifi cnT Sll<flilcfi RTcfi' cnT 

l{<:-<licfi1 ~ ~ ~ t ~ ~ ~ ~ ~ ~ 'B"cfim fcfi fcff-q;:;:r fq,wn (Departments)~ 
~ (Jobs) "cfiT fcn"a";ft ~ "ifl!TT ~ ~ ~ f.rffi:IB <tt ~ t ~ 1 "ITT~ v;cr 3HMl.:tt 

~ * "cfiTt 3F'a1: ~~ti~ >l<fiR ~ ~ * ~ ~ ~. l'Jor-1' v:ct ~ ~ 
~~~~~~I 

2. MT1@' 'Qr f.t4.:;;io1 cfiT 3NTcf (Lack of control on labour)-~ ~ ~ ~ 

~ m ~ ~ t fcfi ~ "cfiT cf'f * ~ m~ (remuneration)~ "1p:fl, ~ ~ 
~ ~ moi % ~ mrn' ~ ~ ~ ~-~ ~ m~ ~ "1p:flj ~ 
~ .~mm'*~ v:ct ~a.-l ~ "ifl!TT ~ v:ct ~ ~ cnT • ,ft 
~-~ ,tt· Tisfl ~, ~ ~ ~ ~ ~ ~ cnfcr-:r m ~ t % m~ ~ ~ ~ 
~ <tt ~ ~ ~ ~ <tt 1TT3Tf ~ ~ * ~ t ~ ,m"i 

3. ~ ~ ~ cfir-fT ~ (Difficulty in the determination of tender price)

~~~~ moi f ~ ~ ~ v;cr ~ "cfil ~ ffl ~ lft WJTlil ~ t ~ 
~ 3lrtm: ~~(Tender)~~ !I ftwm ffl ~~T@cf'f ~~ ~ ~cf'f~ 
~ * ~ ~ ~ cnT ~ ~ ~ t ~~~mm'~ ID{T ~ m 'B"cfim t, 

4. ~ MTmt f.nm'oT m ~ ~ (Difficulty in determining the cost of 
production)-~ mm'~ ID<T ~ <tt ~ ~ <tt ~ ~ "iT lfqi"ffi ~ ~ cnT 

~ v:cr ~. ~ v:cr qf<qa1:tlh.1, r-w-~on4 v:cr 6Jf.i4...,.an4 ~ ri' * ct•ffcfi<u, -m ~ 
~ t ~ ~ ~ qft l'fOT1T ffl ~ ~ ~ >l<fiR "cfil q•ffcfi{UI ~ t1 

5. ~'lof ~cffr~cnT'i(R~ (No knowledge of cost oflncomplete product)

fct;m ~ -t ~ ~ ~ "ifcn ~ ~ 13'T t ~ ~ ~ ~ fcn"a";ft ~ ~. ~ ~ 
~ ~ (Budgeted Costs)~ fcn"a";ft 'cfilf ~ 31f'EJ'cfi", ~ ~ ~ ~ ~ ~ ~I 
~ ~ ~ ~ m ~ m "cfil ~ ~ ~ t, 

6. ~ ~ «'fiT<'On cnT 'i(R~ (No knowledge of causes of wastage)-~~ 
~ ~ ~ ~ <tt "cfiTt ~ ~ irm ~-~ -q ~ l}l"q-~ (Labour hours)~ 
~,~~-q"lfflR~~"ifcnm-q,tl"~ol!TT<fil4~~~3'T?~~~* 
~ ~-~ mM M ~ t i 

7. ~'f.tllmrrcfir-lT 3flffl-f~ (Fixation of price is not easy)-~~~ 
~~~"511'Gi'~~.~~w:rrftf ~~~ffltl ~~ 
"cfil ~ ~ ~ v;cr ~ "5IGR ~ fcm"i:rr-1 ~lcf:t4cfidi3TI <tt ~ "cfi"{'fl "ITT~ t ~ 
lTTl'T cnT ~ ~ ,ft t ,1 ~ ~ ~ ID<T 'qfcft ~ "cfiT ~ 'B ~ "ITT ~,m v;cr 
~:m· ~ ~ v:cr ~ ~ ~ * ~ "5IGR q;r-ft mm t, ~ ~ -t ID{T "5IGR ctt ~ 
~~~*1i<1~~~ffll1 

8. SIG1"4cfi14 P-rottn-~~~cnT 3Nlq (Lack oflnformation for managerial 

decisions)-~~ -q° ~ <tt • -q 'it!t<-l'{ui ~ "iT "1p:fT !1 ~ ~ "cfiT 



'ffi11nH©ictl"'I :~~ 1s 

~-~ ~ ~ cfi ~ fclf1Fl ~ <h1 6jjq~<1cf>dl mm t, ~ cfi '1t\ci!'{Of r~ f.rqfur 

~~~(Make or Buy decision),~ f.rt:ITT'UT ~ (Price fixation decision), mfi:ri:f 
~ 'cfiT ~ ffl ~ ~ (Decision regarding proper utilisation of limited 
resources), ~t:fcfi ~~~~(Decision regarding most profitable product) 
am: "ffiTffi ~~~(Cost control decision) ~I~~~~ -q° ~ 
~~~~~, 

9. ·~ri:ntt "cfilrr~ cfi'R'OT (Causes of lower profits)-~ msn' cfi ~ ffi"f ~ ffi 
cfi~<fft~~~t~"ffilffimsil'~~~;mm~~m~t, 

10. ~iil~cfi ~ (Historical in nature)-~~ olllcH-llf4cfi ~-~ 'cfiT 

~~@t\lft1cf>"ffi91m'SIGRcfi"«flt~~~*~~~~~~t 

~ fqi ~@~lf{4cf> ~ ~I ~@t\lft1cf> ~ ~ ~ -q° ~ <h1 ~'ITT~ cfi"«IT i ~ 
~ ~ ~ ~ M ~ ~ ~ 'cfiT ~~~,ft t, ~ ~fat\lfticfi ~ cfi 
~-lWf ~ cfi ~ ,ft ~ cfi ~ '1t\C':!'l°f i, ~ ~ ~ ~ ffi-~ 'cfiT 

~-~ (Post-mortem or autopsy)~ t, 
11. -mnT cfiT q,ffifi<OI (Classification of accounts)-~ ~ -q° ~ q;) 

oqf<ffi•kl, cll~fqcf> ~ ~ ~ * ~ Ffi"lrr \jf@J t, ~ i'ITT" qi q•ffcf>{O( B fclf'l:F'l' fcrirrtr(, 

~ ~ ~ <h1 3lWT-3lWT ~ "ffiT@ ~~'ITT~, 
12. ~ ~ ~ ~ ~ ;:rtf (System of standards is not available)

~~-q"~qft~~ ~~t, ~~'q'"t\l ~~cfi ~ ~~ 
* mr 'cfiT ~ cfiT<f ~ cr; ~ m ~- Ffi"l1T -ffl ~, "ffiT@ ~ 'q' cfiT<f ~ ~ ~ 
~ 'ITT ~ 'cfiT f.rt:ITT'UT ~ \jf@J t 3m: qleifqcf> ~ <h1 ¥Rf -q° ~ ~ <h1 \ilTffi t • 
~(Deviations)~ CfiTcfi ~ fq~cl•'IOI Ffi"lrr-ffl ~am:~~~ <hl-ffl ~I 

13. ~ ~f""4'-11 cfi)- ftq)i ~ ~ ~ ~ ~ (Inadequate data for 
reporting to various agencies)-~~ 'q' ~ cfi fclf'l:F'l' ~ <h9 fq~flt:t 0iii'i1cfi 

ftcrri w:m: m cfi ~ ~ ~ t ~ ~ i'ITT" <fft ftcrri ~ ffl mr3ll" cfi ~ lliTft \jjfffi 
t ~-~ 3lftli cfi'fim, olll91RAi ~. ~. ~ ~. ~ ~ ~ ~ ~ Wi ~ 
~, "ffiTffi ~ cfi ~ fcw#!t:to11i'i1cf> ftcrri 3Tim ~ 'W:m: <h1 -ffl ~ t, 

14. ~ ~ ~ f.fi.'i' 11'T-'tT cfiT ~ TTn' ~ N<'f "lffill-
( i) ~ 3,~ ~ ~ <m ~ ~ ~"'!~ ~ WrrrT %m ~:1: ~? 

( ii) q:qr cti FC&M I -ffl ~ i'fcfi ~ "ffi t? 
(iii)~ 'ollm' q;) ~ n i'fcfi ~ ~ Ffi"lrr-ffl ~ t? 
(iv)~ ~ ~ 'cfiT ~ ~ ~ ~ CfiTcfi Rim ~ ~ cfi ~ q;) ~ 'cfiT 

~~~m~~~~~~~? 
(v) ~ ~ ~ 'Sl@'q'0"2"f ~ G1 \jjfffi t m ~~~,ft~ G{ ~ ~ ~ ~ 

am:~v:m~m~~i'f'-fi? 
~f.mul-~~~tfqi~~~mflrn~<fft~~~ 

~ '9'@ t -ffl ~ ~ 6llcl~<-lctidl6TT q;) ~ ~ cfl"{ '9Tffil 3lo: ~ ~ <h1 ~ 
~ cfi cfiR1J1 WT@ ~ <h1 6llcl~<1cfidl ~ <h1 ~ 3m: ~ ~ q;) "ffiTffi ~ 'cfiT 

m CfiTcfi m ~ ~ -ffl ~ t, 



6 / mTTn Rlefltiio1 ~ F-tti.:,io, .-----------, 
ffllTo M&icfi-1 '$~ 

(Objects of Cost Accounting) 

ffilJo ~ cfi ~ ~ ffl f,.:.ift'if61<1 ~-

1. 'ffi1ffi f.nml1T <fir-IT (To ascertain the cost)-~ ~ cfiT ~ ~ f.lfirn 
~afi ~ wnafi ct>1 ~ f.f'Elffto ~ t, ~ ffiTT<1 cfi fcn,r,:;r "ffi'i:ff, ~ ~ ~~ cfi 
3Titm: 1R ~ ct,1 -~ ~ cf>1 ~ t, ~o am-o ciiic:.<-ftiilftl ~ ~ *• •~ ~ qil 

~-q ~ '1ft ~ ffi1l ~ 'l ~ ~. ~ ~ ~ ~ fqlt<H!i4lll oVfT ~ ~ ~ 
ffil@ mtf ~ ~ ~I"~~ qi't "Sifl<I' m cfi ~ ~fc.1flSl'f <U TI-~ qi't "Sifl<I' 

~~t-
(i) ~ cfiT mul, ~ ~ fqlt~'10i ~ 

(ii) ~aii ~ wnaii cf>1 ~ ~ ~ ~ ~ ffiT@ mtf ~, 

2. ~~cfil F-lt4ho, cfir-'1' (To determine the selling price)-ffilJo ~ cfiT 

~ 4~itj'{Of ~ ~ ~ cfiT ~ ~ t, ~ 'IU ~ cfiT ~ ~ ~ o<n ~ 
~ ~ mtf ~ ~ ~ ~ ~ W,fi" ~ ffil@ ~ cf>1 ~ 'l "ITT~~~ cfiT 

~~~~cf,1ffil@"q~~m~~~~i1~~cfi~*~ 
~ 4(\itj'i_Of M qil ~-q ~ ffl t_ "AA-Q,c+ilf~~ cf>1 ~. S1@4lf1ittl , --qirJ q it<f, ~ 
cf>1 •• ~ fillilq--1 ~ (substitute Product) ~I ~ ~ 7-ffl' f.rup:J -AA -q 
~ ~ cfiCTTT t fcfi S1@4lf11<11 ~ ~ -q oVfT ~ cfi ~ ~ qi't ~ mitt W-fi" ~ ~ 
~~i, 

3. Hl'iHfi1n.tt1 cfil't.it.1h01 <fir-IT (To determine profitability)-ffiTIB ~ cfiT "ffi'ITTl 
14t\iq'{Uf ~ ri crai:JA ~3lf oVfT ~ (Planned) ~afi cf>1 ~1,qq';lf<<111 c+iT ~ "t, "3lt 
~ ~ -q 31@ ~ ~ ~ t ~ ~ ~°'ic+ilR<il ~ ~I ~ ~ ~ ~ ~ qil 
f.r+TT111 m cfiT fcr.:m: ~ ~ t ~ ~ ~ ~ t ~ ~ ~ cfi f.rilm * ~ ~ 
~ ttrr, 

4. 'ffil@'~ F-14.:,i,01 (To control cost)-ffiTIB ~ cfiT ~ ~ ~ cfi ~ 
W-f>'ttmfim~t ~~~-q~ '1ft ~i1 ~cfi ~. ~ct,1~~ 
~ 1R ~ --qirJ ~"ITT~ tam aqifi-.ftl fill114--1 (Substitute) ~3lf cfiT m ~ ~ 
~ t, 3IB: ~ ~ ~ ~ ffil'@ ~ ~1 ffil@ ~ m cfi ~ ~ t-<i) ~ ~ 
~ ~ (Budgetary Control), (ii)~~~ c::llt<ifqc+, ~ ~ ~ ~. ~ 
w#.@ ffi7IB ~ mu (Standard Costing) I 

5. 'ffi1ffi -q- cfilft <fir-IT (To reduce cost)-ffiTIB ~ cfi m~-~ ffl1m ~ 
~ * ~ m cfi ~ ~ ~ qil m cfiT 1fll'm '1ft ~ ti 

6. Sidil.f.lcfil en, q1,f«ef➔ ~ (To guide the management)-ffiTIB m§'I' IDU ~ cf>1 
~ qfffi ~ ~ ~ ~ ~ cfi f.rup:J ffi -q ~ cfitffl ti ~ cfi ~. 
f.r+TT111 ~ 1TI ~. m "tt\ ~ ~ ~- 1TI ~ ~ ~ ~. ~ ~ * ~ ~ 1R 

~ ffil, ~ ~ WTRT ~ ~ ~ "tt\ lW+f(f cfiT 1'm o!l<l ~ ~ it~. 
fcef",:p;J ac+ir~c+i ~-q ~ qiR-lft ~3lf cfiT ~ f-..lll ~I 

7. ~!.!IF-lcti 3iRcll4tti ~ 1{ftf (In compliance to statutory requirement) - ~ 
an'~ q;) Gm 209 (1) (d) cfi ~ ~ ~ fflT ~ ~ cfi ~ ffiTT<1 ~ 
~ ~ ~ ~ l'fllT ti~ ffil@ ~ qil m cfiT ~ ~ ~~ ~ qil ~ 
~ 'TI t, 
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3ffl: "Q;ro m<fiR (N. Sarkar) cfi ~, "'<'1'1'1@ 'H"&T fc{fQ- cfiT ~ ~ ~ 
~ cnT '<'1'1'1@ ~ cfiffi i1" (The primary object of Cost Accounting is to find out the 
cost of production per unit.) 

filfflct~~'RfT@'~ 
(Financial Accounting Vs. Cost Accounting) 

.. 

~ ~ ~ ~ ~ m ~ q,1 ~ ~ t ~ ~ ~ 61.ll<H-llP-1<-ti 
Wf-~ ~ 61.lqf~l*I ~ f.w-tljBI< 'ffiM ~ ~ >lGR ~ t fi ~ -;ftfu-~ 

~~cf; ~ -q ~ ~ oor m, '511'li: ~ m, mA *~~cf;~~ ~ t, 
~, ~ ~ q,1 ~~-w:IR t ~~~-¢ ~ ~~t ~ ffl:<11'~ 
~ -q f"Fffll ti~~~~~ cfil ;mf'~ W!l@ 'Cf'{ >l<fim ~ t ~ ~ 
~ ~ ~ (9'lT@ f.rtTTtOT ~ (9'lT@ ~~ti ~ ~ ,ft~ ~ ~-¢ cf; 
Slfoftl-GJ -=r ~~mt, 3ffl: ~ t fq; ~ ~ ~ (9'lT@ ~*~~mt~ 
~ -q ~ B•-111t11~ ~ ~ 3Hll-ll-tt11~ 1TT t1 

'ffi1TTf cf fcratct ~&icfi-t r.fi1' ~qi'1ftl~ 

(Similarities in Cost and Financial Accounting) 

~ GR!° fclf~ ~ ~ ~ 1'T1T t_ 3ffl: ~ -q Bl-ll1t11~ ITT"!T ~-qlfqcfi 'ITT t1 

~ -q ~ w-11-1a1~ f.i1--1fl."1f&d ~- · 
1. ~~ ~ ~ (Based on double entry system)-GRI° ~ ~ 'ffiM ~ 

'Cf'{~t, 
2. amm-~~ (Same basic documents )-GR!°~ -q 'ffiM ffl cfi 3lTtm: ~ 

<~,~, 3A~) ~~m~t, 
3. ~~olrcffl~-~cfiT'H"&T (Recording of monetary transactions)-~ 'ITT~ 

-q~~'q~Wf-~~~~-;jf@lt, . 
4. 3m:f ~ 'oQ'm cfiT ~ (Matching of expenses and revenues)-~~ -q 

~ ~ cf;~ v:<t m' ~ ~ ~ -;jf@l t, ~ GR!' q,1 ~qm ~ ~ 
3R-fl1-3IB'T t I 

S. tl<-i'11<14cfi ~ (Comparative study)-GRI" 'ITT ~ -q ~ ~ cfi ~ 
~ {"ll"i-~IH <iii Ul."l'ir~ 3,~ ~ '111 -;-i,~; t ~~(Deviations) qi1 ~ ~ cfTT 

~~-;jf@lt, 
6. ~ ~ f.f14f<o1 ~ ~ (Determining the selling price)-~ ~ ~ 

~ cf;~ ffl *~ma i, 
7. ,:mft-;:ftftf-f.h1f<o1 (Future policy determination)-GRI° 'ITT ~ ~ cfil "lTcft 

-;ft@~ffl*~mat, 
8. ~ (Complementary)-~~~-¢ cfi ~ t, 

'RfT@'~~ f~fflct ~-q 3RR'<IT-3if4ql-t?tl~ 

(Dissimilarities in Cost and Financial Accounts) 
- -

'ffiT@ ~cf~~~*~ B1-11-ta1~ ma~ 1fi ~ «~ * ~ ~ 
3RR t ~, f.i1--1f("ff&a t- . 



3Rffcfif3ITTITT" 

1. ~ (Object) 

2. ~ (Scope) 

3. ~ oc.l cH~H1. GliT ~ 
(Nature of transactions) 

4. '(sl'@T cfi1" -'tf.tc:Utfttl 
(Compulsory) 

5. ~ (Audit) 

ffl1@ ~ (g i cfi '1 

~~~~cfil~ ~qt{~ ~-q· 
~ ~ >I@ ~ <117@ cfm ffi11/ffi ~ ~ ~ 
~ "tR 'ffi'q-ffi ~ cfiT,TT !11 "ffi"flffi cfm ~ ~ ~ 

<tl 3llf~ ~ ~ cfiT,TT ti 
~ ~ W:fT JfG1", m cm:r q ~ ~ ~ WtiR cfft 
~ ~ m qTffi &11c1ti,F<.1cfi, ~wr1cfi cren ~ 
~~an~~~ t WtiR ctt ~an*~~ ti 
oen ~ ffi ~ '4 ~ 
t~~~~~ 
cfi1 ~ ctft1 

~ ~ '4 ~~an~ ~~*ri~~ 
Wffari ~ ~ ~ tikif-¥.ta ~ ~ ~ -;;r@l ti ~ 
~ ~ ~ ~ \jf@J ti ~ &11q1Rcfi m ~ 

~<&11q1Rcfi I 

~ m§ cfiPRt ~~ <tt ~ ~ ~ ~ mu 
~ 209 (i) (d) -q qfurn ~ cfi'\-f.rtlttul ~ m ~ 
~ f.11:ifui) <tiAlf-'141' ~ ~ t I 
m~t1 
~ ~ ~ ~ ~~ ~ [ ri WfiTI: <tl 
~ cfiAlf1<.fi ~ ~ &llclt11f<.1<ti, ~'Ulfllcfi oetr 3Ft 
~ cfm met~~ -q Wf;Rcfi1~3TI'q~~t1 . 

~ t ~ ~ ~ .- I 

~ ~ cfi1 ~ ctft1 

6. 'i_clfrj'M ll ql+?IPcicfi oar ~ m§ cll~fclcfi ~ ~ ~ m§ cU~fi:lcfi ~ ~ 
(Based on forecasts and <Sli<ti:tJ' ~ 31@RCffl ~ m ~ "tR °tt ~ ~ t1 

actual facts) ocfi' ~ "tR m ~ ~ 
l1 1 

7.~~ 
(Independent Entity) 

s. ~m ¥J_t-,Qicfi-, 
(Valuation of Stock) 

9. arcriu (Period) 

~ ~ l<ffl";::;j' ~ ti ~ ~ l<ffl";::;j' t ~ 
~<tircf>1~~msi'r'~f.r-TT~~~ 1ft 
~ ~ ~ ti cfill1 cfi'\ ~ ti 
~ ~ ~ 'leflli<ti., ~ ~ ~ ~ ~ ~ 
~ ~ "tR ffl ti ~ <117@ ~ GR!' -q ~ -lfl 1ft 

qi"q ~. "tR ~ \jf@J ti 
~ ~ 6llcl}lqcfitll:\flR ~. ~ m§ ~: ~ qt{ cfi1 
~ ~ 3Ft -W-ff't ct- fti'tl: :w.ff't ~~~~~ti 
1ft ~~,if@ ti 



10. WT 'RJl@' 41 ft/H <l'M 
(Recording of labour 
cost) 

11. ~ (Importance) 

12. f.:1<4;:,io1 (Control) 

~~"?j~q~~Wl ~~-q ~ciil ~ 1lQ; 

<fiT1I~-11~~~~ ~ -qm:~ cfiT ~ m -e, 
!1 ~ ~ qft~ t ~ ~ 

I cfil4'fi"lii1tll, ~ CfiR'f q fcl~<.9'40llc'icfi ~ ,im' ~ 
~-~ cfiT ,ft~ ~ ~ ~, ,t, 

.1~ 'ffi§ .~ m§l -t ~ ~ ~ ~ cfi ~ ~ 
'ffi§ ~ t, ~ i, 

!~m§)-qmJf!ftq~cfi~ ~ -q ~ ~ 
~am~ f.rrftFf "IR~"IRtm-qfflq~ "q'{ 
f.rP-1,rr~~t, ~, 

13.~~:,H-11141-<4 ~ ~~-q~~~ ~ ~ ll ~ ~ q•ffc:fi(ur 
(Normal and , ~ cfi1 ~-3IB1T ~ ~ ~ ~I 
Abnormal wastage) ~it~ fl 

14. ~cfiT q•ffcfi(Oj 

(Classification of costs) 

15. qflu11,if cfiT ~IHUH 
(Reconciliation of 
results) 

16.~~ 
I (Tender price) 

, 17. ctiid'e§•IHtll cfiT~ 
' (Knowledge of 

efficiency) 

~ °ffiM lq" mol ciil ~a:l ~ ~ ~ ll fl cfiT q•ITcfi(U I 

~. W!R q qf<qJ..f~nii1 ~m~~tf<fi~ 
f1llr:itunlj ~ &1f1l1r:itunlj ~ q ~ ffi'q ~ ~ ~ 
"ffil'Tffl -q ~ ~ "11m t, ~, 
~~-q~-ryq:ffi1ll'<fiT ~ ~ -q ~ m- cfi fi@pi 

~ ~ cfi 1'!'r"lT ~ ~ cfi1 ~ ~lq~llcfitu -:im ffll 
cnr-n~ffi3RRcfi 
cm-on' cfiT 'tl'ffl WlTll'J ~ ~I 

~ 'ffiM "?i ~ ~ cfft ~ ~ <fi mu~~ cfft 
lfO'AT ~ ~ m t, lfO'AT ~ ~ t, 

I 

~ 'ffiM <fi mu ~ <fi 
1
~ mm <fi mu ~ ~ 

fcn"A ~ "'1 c:fiP.f"!j,~k11'11 ~ -:im t, j 

W<r~~t, ,I 

~~~~ffq;fqffi'lf ~ ~~~~-~~~~-q 
ti44f~t1 ~ ~ ~ 'ffiM mu f.fim '1ft ~ ~ ~ cfi ~ cit m ~ ~ ~ 
"t!Tffl f-;@;ft ffilffl 'ffiM m ~ m ~ t, ~ cfi ~, ~ ~ cfi ~ ~ ~ ~ 
6ljrq1f<cfi fflij ~ ~ "ffi 'tl'ffl cilT ~ fcfi fcfim ~ ~ ll ~ ~ ~ ~ ~ qiT 

~ 1311 t ~ ~ ~ ~ ~ ~ fcfi ~ qft 1Jt fcn"A ~3t "?i ~~~"IR~ 
~ ~ qft ~ ~ ~' mJfm cfiT ~ Wt ¥TI am~ cfi ~ ll f~t16llf~dl qft 
'c:fim-'c:fim tl•·"M1I~ t1 ~ m Wl cfi ~ it 6ll l41Rcfi ~ ~ ~ "ffi 1:fffi ~ ~ fcfi 
~ "IR ~ ~ ~ 1311 f ~ ~ 1IBT -;;ti' cill ~ fcfi fclf"A ~3t cfi ~ ll 
~ "IR 3IB1T-3IB1T ~ ~ ¥TI,~ "cfil'~ ~ cxrlf-q ~ !311, ~ ~ 
'illR cfi cfiR-~ ~ ~ ~ cfir{lR ~ ~I aqf<&1lll. ~ 'WfiR ~ cfi ~ ll ,ft cl[qR 

lsf@T ~ ~ m ~ -qrny t , ~ ~3t cfi ~ "?i ~-1I~ ~ ~ qiT 
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~ BW if 3NTq ffifT tr~:~ ri ~~if~~ ffiT@ ffisll ~ ~ ~ 
~m~m~t1~m~~~i-

,' ~mmor ciQl'lITT"'W@1--1~c,1_~nlffl ~pu "fiJsR-Wt~ ~ '{ef4qM 

~mmf atrrmctft~mim-m~t,·· 
~ ~ ~ 'if@'tf'{ 1i!tt ~ t 1% ~ BW if~~~ aq141f{i:f, ri if 

~ fu-tj)- mm t ~ ~ ~ 'ffi1@ ~ ~ ~ WTR 'ti"{ m mm ti ffiT@ ~ 
Wf>G ~ cITffi ~ ~ Hl--i@f&d t-

(i) ~ cfi1 silFt ~ ~ ~aTI· if mqm qiT ~-13:~ ~I 

(ii) mqm qil_ ~ ~ ~ ~. 
(iii) ~ cfi 'cf,R'UT ~I-\IIMd mlfm cfi1 ~. 
(i~) ~~'ti"{ 13:~-13:~ ~ . 
(v) fcu1R ~ qft ~ ~ JIT1:(J 13:~-~ 3Wt, 

(vi)~~~ ~ ~-13:~ ~ 'ffi"'f, 
(viif ~ ~ ~ ~ ~ q@ ~ 'ffi'1f qiT ~ ~ ~ >ffifffifl 

~ M@iq:,-, cfi1" ~ ~ ffl"l'_ 
(Importance or Advantages of Cost Accounting) 

- -
~ ~ qiT ~ ~ cfi ~ mm cfi ~-~ k-=r-~ ~ ~ ffl t, 

~~~~'i:f,)lt~~ t~~cfi~qllf'i:f,) 'IU~'ffi"'fffltl M 
-q~ ~ cfi ~(~)'cf,)~~ cfi 3Rf1rn ~ ~ lrcfiffi t-
(1) d(Qh~ch'f 4' S,d4"'4chl cli1' ffl"1' (Advantages to Producers and Managers) 

1. mirdt~ Wl'lf~ Plc.1"5101 (Control on material and labour)-ffil'@ ~ ~ ~ 
mqID cfi ~ ~ ~ ~ ~ ~ fcri:l'rn 'fil Rlffim ffl "q '1(\ffl'{Of f~ ~ ~ 
~ ti ~ >fq,R ~ ~ 'ti"{ lJPf qiT lffl ffisll ~ cfi cmuT lJPf qiT ~ tr<fiT ~ 
lfcf,o'f t, 

2. ~ ~ ~li11ifSI« cli1'11l i1ft- -Hl-icfilfl (Knowledge of profitable and 

unprofitable works)-"ffi'T<f ~ if ~ ffl, ~. ~. f<flrrrr, ~ 'llT ~ qiT 

11~-~ 'ffil'rn fq~~quj ~ 'fflffl t ~ ~ <tlT 3lWl-3lWI ~-m ~ 't\l ~ t, 
~ 31{1111* ~ 'cf,) ~ m ~ ~311' tn ~ ~ ~ ~ ~ t ?.IT ~" 

wm ffl cfi ~ w:m:{ ~ ~ ~ t, 
3. ~ mtm" "cfiT fa~~ijUIINcfi ~ 1Wil<'tcfi 3fR(lR' (Analytical and 

comparative study of production cost)-ffil'@ ~ cfi ~ ~ cfi1 ~ (ii1'@' <til 
~ ~ ~. ~ ~ ~ ~ ~. wiR q qf{c1<f1llH{1 ~-q ~ m J1ra 
~ (ijl'@' 'ifa qi1 ~ ti 'l'fl1ffl qiT ~ fq}l~q'Of <t ~ cfi ~ ~ ~ ~ ~ ~ 
~'tf'{~~t~~l:Q:oll<U~~~~'i:f,)~cfi~~m~ 
mt, . 

4. ftrai1f ~~'Z11n~~'ij-~ (Helpful in determining selling price 

and tender price)-ffil'@ ~ cfi1 ~ ~ ~ ~ ~ 'ila m ~ f Ri' ~ cfi 
~ m 'ti"{ fcfid'.ft (ij1'@' arrat t qf<o11q~~q a-wl' ~ 'ffi'1f ~ fcm;1t ~~mt 
~qil~~~~-t, 

http:tan~~.ij
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5. lfA'cfi~i~ (Comparison to standard cost)-~~~ Rllfur cf>l ~ 
~ 3WTT ~ ~ ~ ~ ~ ~ cfi"{ ~ llflqi ~ cli@"ffi t1 ~ iilf<lfclcfi ffiT<f ~ 
ii 'fflffi t m ~ ~ ~ ~ ~ ctt 'fflffi t, ~ iilf<lfqcfi n ~ * m ~ -err 
f.p:p,rJJ m 'cfiT wml ~ ~ t, 

6. &4q<tilc4 qjf ~ ~ ~ f.ltq'?fOI (Proper management and control of 
business)-~ ~ qiT -m-r«f! ~ ~ ~ oqrcJR ~ ~ ~ -q' 'cfiT1tt mP-«1J 
~ t, ~ ~ ~ cliT ~. ~ <f'ff ~~~~~~era * 
~ ~ Cfili ~ Cfili ~ cf>1 W·ilWil ffl 3ITT: ~ "CR ~ ~I 

7. ~cfiT~lRT (Knowledge of wastage)-~~ ctft ~ ~ 1rnl ~ 
~~mif'll'8'"IT1:!ffl~~'ffcfifflt1%~~~fflt3ITT:~~'im~~ 
t<f'ff~-q'~~~M~? 

8. c:§~IHffl -q~ (Increase in efficiency)-~ 3ITT: Wf ~ ~ ~ ~. ~ ~ 
~ 3ITT: TJ@ ~ (Time and motion study)~~ t, ~-~ ffl' ~ lfflR 3ITT: ltAq ctft 
~ -q' ~ ctt ~ ~ t, qftu11+H-q~q ~ ctt ~ ~ ~ Cfili m 3ITT: ~ lWT 
~ 'ifil ~'-illii11 ~ Mi 

9. ~ ~ ~ ~ ~'ffl ~ ~ (Helpful in preparing financial and 
other statements)-~ ~ -q' ~-~ "CR ~ ~ ~ ~ ~ '3J@ t ~ 
~~~~~era*'~~ ft;ro:, ~ ~ ~ , ~ ~. 
~"J:Jffl"~cf>lltT;rf~~ctt~~'cfi«llt,~rn~~Rstft~q;y~ 
-~ ~ ~ 1tT;rT ~ ~ q@ qi"{ 'cfiT ~ (Tax planning)~ ~ 'ffcfiffl !1 

10. i:fc:fla,1H ~ aq4'~1i'11 (Useful under depression)-~~ ~fiecilo1 ~ ~ 
m l§'{lif ~ ffl t, ~ ~-q'~ ~.ti qftqtf11'ncl ~ ift '1{t'f ~~ ~ ~ ~ 
m ~ ~ ~ ~ ~ ~ fflf1 qftqcf1,ncl ~ ctt ~ ~ ~ rn mffifT 
~ ~ ~ 'fflffi t, 
(II) cti4i:4ift<-11 "cfil"~ (Advantages to Employees) 

1. lfi1'lf <fir~ feiiMf-1 (Proper division of work)-~ ~ -q' ~ ~ 
cfii:f"'41R<fl. -q' 'cfiTtf 'cfiT ~~~~~~ti~ 'cfiTtf ~ Jrqfq' ~ 1%-q '3J@ 
t, 'cfiTm ~ ~ ~ ~ t, 

2. qilf~ (Less conflicts)-IJfq ~ ~ ~ ~ ~ 'cfiT ~ 'cfiTfOT ~ ~ 
ffi t, -~ ~ ct,1-m-r«f! ~ ~ 'cfiT ~~~"CR~ ,jffiff ti 3@: lJfq 

~~~~t, 
3. ~<Olltcicfi 4',ij-fl~ (Incentive plans)-~~ rn ~ ~ 'cfiTtf 'cfiT ~ ~ 

TIM~ t otn i:nft~ ~ ~- ~(Ujjtqcfi ~ 'cfiT om ~ ~ t i q!{u11q~~q ~ 
~ ~ ~ ctt Wlffl otn ~ i:nft~ ~ efc4t11a,1 'cfiT ~ ,:ft ~ t, . 

(Ill)~~~ "cfi1" ~ (Advantages to Consumen and Society) 

1. qilf~ (Less cost)-~~~~ rn ~an~ 'cfi+:f ~ Cfili ~ ~ 
'ii\ f.wra ~ ~ t ~ aqifl<ffllan ~ 'cfi+:f ~ "CR ~ ~ '8l 'fflffi ii 
- 2. ~~~ (Improvement in Quality)-~~ f.rfflm ~ ~ ~-q' 1ft 
~ ffi t ~ ~ 't« ~ ~ ~ otn cfil%~1cl ~ 'cfiT ~om~~ 
t, ~ ~ ~ ~ ~ ~ aq~<Ri,"1'1 ~ ~ ~ ,:ft~ ,iffiff t fcli T-m ~ 
~m~wt~~t, · 
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3. ~ ~ 'ff Wffi' (Improvement in standard of living)-'ffi1rn ~ ~ 
~'iflck1idTicti1~~q,1~~~in~~cfi"tl~ra-;;fi"q,:r~-q:~~ 
~,jf@'lt, 
(lV) 5fiOl~lt113IT ~ PclRt.111Jfcti'l" cfit" ~ 

(Advantages to Creditors and Investors) 

1. 3m ~ cfiT clifffir ~ (Desired knowledge of earning capacity)
fqf.t4lck113Ti ~ ~3Ti cfi ~ ~ ~ <-tl'ifl91;,£1 ~ cnT 'iR ~ 3TI~ ~ mot t 
~ 'ffi1@ "ffi§ ~ q,l ~ &mm oVTT incft mm q,l ~3Ti cfi. ~ * fq¥qt1::i1~ 
~~mt1 

2.1['ill'ifft~ (Safety of capital)-~~ cfi ID"{J fqf.t41'3!cfi ~ ~ tl i:toT 

"<-l'1TT ~ i fcti' ~ * ra ~ ~ ~ ~ ~ t ~ ~-, 
M <·H<fiH cfiT ~ (Advantages to Government) 

1. 3Tifmn ~ (Economic development)-~ cfi 3Rflffi fcrq;m cfi ~ 'ffi1rn 
~ ~ cn1 m➔r ~ t, m"cfiR m-m ffl in f<mf:rr ~ cfit, min~~ 
cfit ~min qfG' *; ~ · t1k4f-t1a 'ffi1@ ~ 'ffi1@ ~ tl m mt<1' ~ t, 

2. qgffi13uf ·;ftftr4hr~Rlf~ (Helpful in preparing important policies)-'ffi1rn 
~ q,l ~ tl m"CfiR qt!&,jl{Of ~ ~ tl q1T ~ti~-~ f.ft:lhuT, ~ 
~. ~ f.ft:lhuT, ~ !f@A, ~ cfi"{ ol'lr 3Wf ~ <fi f.ft:lhuT ~ -ifflrqf 1 

~ ~ tl ~ t fcti' 'ffi1@ ~~·\1§ ~ tl ~ ~qi) m (1N ~mot 
<ITT._ t1r:r1~ <fi ~ cf1f <h1 ~ (1N ~ t, ~ mi ~. a1.11flck1idTI, m"cfiR, fqf.t<TI<t<11dlt' 
<'fl'lr ~3Ti 3lTR ri ch11l_n-1lU (1f'q ~ t, 

ffl1ffl'<3i&i&i.:, llr~a:ftt~H¥U~l'1 
(Objections against Cost Accounting and their Rectification) 

<mfq~*'ffil@~cfi~cti1wn~mt~~ 1TT'fi9'~ 
~ ~ ~ m <fi ~ c 3mTI:!) ~ i1 ~ ~ ~ ( 3lmtf) f.t¥-1f('!f&<1 ~-

1. <-l'J1Tff ~ ~1ic4~4cfi f (Cost account mg system is unnecessary)-~~ 
~ t fcti' ~ ~ ~ S11..-:4h:fil<1 *~~~~CTI ~ <'fGf aEiPI ~ ~ ~ 'i'l 3lo: 
~ ~ 3l\11h,{ 4i·i:~Y~..; ~ tl q;¢ <P1t' ~ ~? 

fiq1m"f-~ ~-a~ m ffl t f<ti' ~cf,~ <h1l ~ ~ t, ~ 'SlfcWl ~ 
* ~ f.r-11 ~ ~ ~ ~ cfi ~ ~ I'll m ~ ~ 311c1¥~~1 ~ ~ q,l 
~ t? m~ * ~ ,ft ~ t fcti' "<1T1T cfm ~ ~3Ti q,l ~ ,ft m t am: 
6llcl¥~cfidl ~ in '3'1cfil 'WWT ,ft m 'ti ~ cfi ~ Sl@~tjft'icfi ~ -q ~ ~ ch13N-TT 
cllf<ifqcfi ~ 'ffi1rn cnT 'iR it1T ~ mFfi ~ ~ ~ ~ fcti' ~ ~ ~ ~ ~ am: 
~ m ~ ~ ~ 'fl'qi'ffi t, ~ ~ ~ 'ffi1rn ~ ~ ~ iF@T ~ -m !1 

2. ffl1ra ~&icti-1 '8if 6Qclfil~ 'ff~ '61' ~ t (Cost accounting has failed in 
many cases)-'ffil@ ~ ~ ~ ~-q ~ ~ m Tl>1 t m 3R ~ ~ 
~~? 

~-<hll fclf'-l ~ ~ ~ -q . ~ m ~ m ~ ~ ~ f<ti' ~ 
~-q ~ ll m, 3-ltFh<-1a1 clil cfiRUT ~ -q q;ift m ~ t ~ ~ q,l fffll'fflffl 
~ <-1mc11tn, ~ cn1 ~. ~ ~3ll' cn1 3-j'qlq 3lTR 1ft mm~ t, ~ ~ 
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<llt ~ cfiRUT ~ m ~ t ~ <1'11-i!rncfi qRf~f111.JI. ~ ~ 3llf$f, -tjm 3TIR I ~ B 
~ silR cf@ q;r4 ~ ~ m ~ t ~ ~ \ifT ~ t f<ii M"Fl oljqfl r41· * ffi7@ 

~ q,l ~ m ffi7@ ~ qi'f ~~-ti 
3. 'f'f11RI H@icfi-1 Jl"01Tffi ~ t" (Cost accounting system is expensive)-ffiTl?I 

~~m~~tf<ii~ ~ B~-q~q;-~'4'{~"61 \ifTffl fl ~ 
~-q,f-;@,JoljGl~'SfO'ITffiqilffi-q'fcf;,;rr\ifTo'ft~ 3lQ&,lffi'llcfillf4ffffl t13ttf: ~ 
3fCAA'T ~l!f f I 

flQIUR-~ M ~ -q ffi'tf q,"t 3lWI ~ ;m'~ ma-T t oT ~ ffiTl?I ~ ~ 
q;y ~ -:m' ti ~ ~ ~ ffl t "'"' ffi1@ ~ '5iUTT'ffi ~ qi" 3lTq;R q ~ qi" 
~ 1' m1 ~ '5iUTT'ffi m ~ qi) ~ ~ B ~ r>iaolj1.Ja1i<fcfi ~ * m ~ 
TI§mfl 

4. fflTffi H@icfi-1 Jl"01Tffi -;ftm t' (Cost accounting system is monotonous)-~ 
~ q;y ~ t fcii ~ 'Sf0'1R-ft ~ ~ t ~ ~ '5iUTT'ffi -q ffl fcm~qo11t11cfi ~ , 
~ qi" m§ o~ ~ 3llR q;y m fcf;7;rr \ifT(fT ti 

fiqlt4A ~ il<t Fii ffiTl?I ~ ~ t dTcti -:m' ~ m"ffiTT ~~~qi" 
~ ~ ~ ~ ~ flkilf-'tld t1 ~-rn;ck q;y ~ ~ ~ 3ffi ffiW ~qi"~ 
m qi" mt:r-r t, ~ am am;~ qi"~ 'ffi ~ ti ffi7@ ~ qi" G@T3ll' qi" 3WJR 
~ "Sl1l1Tffi 'ffi ~ t ~-am~ 0~ ~ ti . 

5. f't'11'ra ~<sliifi-t ii""Q'ftunl:r~~ ~cl(,l•flc.1 "61~ (Cost accounting results are 
not accurate and reliable)-~~~ -q ffiTl?I q;y ~ ~ ~ q;- 3Titm: 

'ti'{ ~ ~ ti mr: ~ ~ ~ ~ f f<ii ~ ~ ~ ~ TJ"Cl; -qftunt:t ~ ~ 
Ml(c4fl-ili.4 ~ ~I 

(.lqft41-t-~ ~ iwra ~ t ~ ~ ~ ~ cfilc-<JH<t> 1' ~ ~ 
~ 'ti'{ 3llt1Tmf ~ t1 ~ wmf ~ q;y 3Titm: ~ ~ m ,tt· ~ i:41fdfclcfi 

~,ft~fl 

6. 'ifiTlf ~ ~ ,qrr (Heavy clerical burden)-~ ~ q;y ~ f fcii ~ 
~ ~ cf>4:q1flti1· <f{ q;r4 q;y ~ G!7I ~ t ~ ~ m? B B-r-~ qi"~ ~ ~-m 
;,mq:q1fl<fia1~ 1l{1 fl -q;m f I ~-~ ~ q;- ·Ai<l' q;-~ ~ sfi1l ll'T11 ~ (Purchase 
requisition)~ q 'flTqR ~. f.R ~-q ~ ~ ~ wflA qi"~ m ~ ~ 
'ltr-nl ~ 'SfifiR ~ m? B ffl qi"~ cfi4'q1fl<i1' 'ti'{ ffl q;y ~ ~ . G!7I ~ t, 

(,lqjt41-f ~ "Sl'?l'M cfi"{'"IT ~ Fii ffl -q ~ ~q:q1flcfit11 ~ m' ~ 'ffi CfiT ~ 
~ ~ q;- 3Titm: 'ti'{ cfi"{'"IT ~I 

~~ ~&icti-i cf,1" fet:fltHtl~ 
(Characteristics of an Ideal System of Cost Accounting) 

~~~~~~tf<ii~~~qi"~qilmt<f~\ifl 
'fl(fil ~ liftic!cfilu1 B ~ ~ ~ ~ ~ Ti. f.ii:-ifc-iforn fc1:ffqa1~ M ~-

1. ml-@T (Simplicity)-~ ~ ~ ~ ~ m;T ~ fi ~ m"ffiTT B 
fstiq1f-qa ~ 'ifT 'fl(fi ~ ~ ~ ~ ~ qJ'ffi ~ ~ ~ ~ B ~ 'fl(fil 

2. ("11f.4eftt-hU (Flexibility)-ffiTl?I ~ ~ ~ ct'f:ql(fl(-1 ~ ~ fi 
~ q,l 6Jfi:4l(llcfidl::lflR ~~Gil~ \ifT 'fl(fil 



14 I ml@' f'a~~tiiOI ~ f.14"?101 

3. flHi&.14tti (Economical)-f'itt01.iirn1 qiJ ~ ~ <xrll' 'B t, fcfi ~ ~I 'ffi7@ 

mm cf, ~-"{Wq cf, ~-m 1ft <xrll' ~~.~~cf,~~~~ cm~ 

~ ofira m, 
4. ~:tcfiHttl (Adaptability)-~~~ cfi ~ mm t, fcfi ~ ~ 

~.:r cfi ~I ~ ~ ~ ~ · ~ <tt ~' ql{f~fuq(, dllql(qcfidl31Y ~ 
31fqif{cfi~m;:fi~1 

5. ~ (Accuracy)-~ ~ <tt ,iWflfilttl ~ ~ "Cf\ f.i,n qi"{fil ti 
~ ~tf.fi~~~~ m'fi ~'tlftu1Tlim-q:r~ '3flri'I 

6. g<-1-tltclifittl (Comparability)-~~~~· ffl ~ fcfi ~ ~ 
cf>~ <tt WAT ~ ~ cfi ~ "B <tt '3fT ~ 3R:M1 cfiP:f<!j,liR1ttl cm ~ cfifcr-:r -g) 
'3fTffl t, 

7. ffi ~ ~ ~ ~ (Prompt Reporting)-ffiTffi ~ ~ ~ ffl 
~fcf;~~~~~~~•~cmtffl~"'Cf\~"AA~~~ 
~~~~. 

8. ~clil' ct•lfifi~OI ~ f'a~~tifOI (Classification and analysis of expenses)-~ 

~ ~ ~ M ~ f.fi ~. ~ ~ ~ ~ ~ ~ 'ci!:i<n', fcTI,:A 
~ ~ ~ ~m ~•~~~'Sf@ ·~ ffil@~ <tt '3fT ~. 

9. ftri:m:f ~ i fi«;n;f ~ (Possibility of reconciliation with financial 
accounts)-ffiTffi~~~M~f.fi~~qjJfi@Rfcrep;Jmm"B~'3fl 

~ 3ffi ~ cf> q,R1l]cm ~ ~ ~ ~ ~ '3fl~I 

10. ~ (Support)-ffiTffi ~ ~ ~ m ~ fcti" ~ fsliq1=<,w1 ~ 
~ cf, ri f<rqyTn ~ ~ qjJ ~ ~ m.~, 

lt. lfil"lf-ftiifl>il-t (Division of work)-~ cfi ffl cm~ f<rqyTn ~ -.k ~ 
~•~~~f.mwrr~m~am~~~1ft"t@JWTFn'3fT~f.fi~ 
<tt ~ ~ ~ ~ fcrqpr qjJ ~ ~ ffl t, cfiifqlR<TI. -q' 1ft cfiflt-~ ~ 
<TI•~ttljftl< ffl ~ qJFfi ~~~cf>~ q;) ~ ffl -q' ~ ~ ~ 
~I 

. 12. c@q'f-,"~,q:~ q~ctd-t (Minimum changes~ the present structure)-
~ 'tlcfi" ~ m ~ ~ ~ ~ ~ m f.fi cfflltR ~ ffi -q: "cfi"if "B ct,q ~ m, 
~ ~ ~ cf, ~ ~ ~ $~i<1(Uj ~ ~ ct,q °B ct,q ~ ~ "gTI 

13. ~cfi} Q.cfi~Mtll (Uniformity in forms)-ffl7rn ~ ~-q' ffl ~ ~ 
lr'fi-q;Tlf~~-~WIR~~lo-f'ffl-q'o-lcf>ffl~~~~~ 
-;;rr-tt~,~~cfitin-q'~~o-lcf>wmcmam~~~'3fl~t, 

14. ~~~ (Proper wage system)-ffiTffi ~ ~ ~ ~ IDU 

~ffl"'Cf\~~~lfct~"cfi'l~ffl<tt~~m-4t~orfcti ~ 
~"'Cf\~ffl~~~~, 

,.--------------. 
I ~ M&icfi'1 c6t fllfit""f q°'faqf ' 

(Different Methods of Cost Accounting) 

~ ~ &jqfl•<TI· ~ ~ qjJ 11<-f mRT ~~mm t ~ ~ <tt • ~ 
Fc.il .. maa cfi ~ ~ ~ <tt ~ 31WT-31WT Mt,~~ ffiT@ ~ ~ 1ft ri 
~ qjJ 11<-f ~ m ~ '1 t ~ m 1ft ~ offl1T -q: ~ ~ ~ ,:)ffq:tqcfittr q;) 
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~ -q ~ ~ ~ qft fcMlf ~ ~ \Jjfffi t, ~ ~ qft ~ ~ 
f.li.:ife1fo,n1 t- · 

1. ~ ('fT1Jo ~ (Unit Cost Method)-~~ <1TT ~ ~ ~ ~ ~ 
(single or output Costing) ift ~ t, JWi: ~ ~ qj1 ~ ~ ~ -q mm t ~ 
f.li.:iR1f&t1 f<1¥Jt@~ ~. \JfTffi f-(i) ~ ctft ri ~ ~ ~ ctft m; (ii)~ <Wt 
~ "i:fffi'fT ~ "ITT; (iii)~~~ m'; (iv)~~~~-~ >lfu ~ ~ 
~ ~ 'itl ~ ~ ~' fir ~ ~' ~ ~, ~ c:fil(©l11, ~ fiR;f, 3llcT fi:@, 

~ fiR1, q;pr-;r fiR1 V!f ~ qjT cfil<&l11 ~I 

2. ffl ('fT1Jo ~ (Contract Cost Method)-~ ~ ~ "ITT ~ ~ 1!'1f ffl i!f 
~~ffiifl~ffi7To~qjl~M'1f@Tfl~~ctft~fcfNtf%" ~ 
<Wt~~~ cfil4~(1 ~ ~ M ~ t cf~~~ q;) ~ ffl "q ~-~ 
qft ~ "ffi ";jfJffl t, ~ ~ ~. ~ f.ri:tfuT, 1fq.J Wifur, ~ f.ri:tfuT, ~ ~ ~ ~ ~, 

3. ~('fl1Jo~ (Job Cost Method)-~ 'cfiR"lsl'R "q m ~ M ~ f 
~ acfi ctft 3j'q~ ~ ~ ~ cfil{ ~ cfiT mm t, ~ m-m ~ * ~ ~ ~ 
~ m of@ t, ~ ~ ~ ~ (~) cfil<fil'lf, ~ qj1 q,Jli, ~ qj1 q,Jli, ~ . 

~~~~~I 
4. ~('fl1Jo~ (Process Cost Method)-~ qf<oqqjct,1 ~ ~ ~ ctft 

~ Wl'IR-ft ~ i ~ fcirnt ~ c1TT ~ Wifur qft ~-q (9'A ~ ~ ~ ~3Ti ~ ~ 
~ f1 ~ ~ ctft Hi.:JR1f&l'I f<1¥1"ldl~ f-

( i) ~ ffl ~ ,:fffi'fT ~ ti 
(ii)~ qiTtf ~ ~ ~ ~ t, 
(iii)~JITTfi1.Jl'qj1Rfiffl"q@~>l'ffli1TT"q~~~~-q~fcfi<TT~t~ 

~~ ~ ~ <fqj~ ifif{ ~ ~ t, 
(iv)~ JITTfi1.JT qjT f.tfiffl ~ 1iffli1 ~ ~ f.tfiffl ~ ~ -q 6~il'lf<d ~ m ~ f 1 

(v) ~ Sl!'ffi413fl qjT Ril:r (Sequence)~~ 1l_cf ~ mm f1 

(vi)~ m-tq; (Standardised) f am ~ ctft ri ~ ~ ~ ~ ctft 
(bomogenous) M f1 ~. ~ ' ~. q!f.m, ~. ~, (l<t-114H<ti offl1T ~ ~ 
~i, 

5. ~('fl1Jo~ (Batch Cost Method)- ~~ -q ~ ~ ~ ~3Ti ~ ~ 
~ <1TT ~ ctft ~ lcfiT$ llAl ~ f am~ 11~ ~ ~ ~ f.rcfiR;fi ~ f1 ~ ".tt 
~qi)~ ~-q ~ ~ ~ qft 'qJ',IT ~ 'llT7T ffi ~ lcfiT$ qft ~ ~ qft ";jfJffl. 

t,~~~.~.~~~~~ffl1q@~-q~ctft~t, 
6. qfhm.,., ffilT<f~ (Operating Cost Method)-~~ q;) ~ ~-q ~ 

'5llffl t m4· ~3Ti qj1 ~ ffl ctft ~S:11 flq1~ ~ ~ ";;fJffl f1 ~ ~ (om~. 
~ ~)' ~ ~ oWT, ~ ~ · ~ ~, tfl' ~ ~ 3R(l@ >I@ lcfiT$ W-fT 
'SIGR~ctft~~ctft~t, 

7. dl§~@iti lJTfilfmf~~ (Multiple Cost Method)-~~ qjl ~ '31' 
~ -q fcfi<ll ,jf@'f i ~ ~ 3,ffi-3@TT ~ qft fflit-mit ~3Ti qj1 Wifur M ~ t 
~ om:: -q '31' ~ ~ ~ ~ f.tfiffl M'~ t, ~-lctlfc1;,i1, ~-<fiR, 

c!l!iq<l!ic!( , ~. ~' ~. offl1T ~ ~ ~-~ ~3Ti qft 3lWT-3lWT ~ ~ 
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ffl ~ ~ ~l<F?<1qictlj~R ~ ~ 3TI°''Tcf; ffilffi ~ fcff'Q<ll' cfil ffl ~ ;;JToT t1 ~ ~ 
€.1~&1qi 7:IT fi:lf ~ ffi1@ ~ ~ ;;JTffl t i 

. 8. ~,:wfl4 'ffi1@' ~ (Departmental Cost Method)-~~ cffl1 ffl it ffl 
,ifl'ffif ~ ~ffl~f<imitiRl~ mam:~fcrqpy<tt~-3IB1lffilffi~ 
~ "811 fcrqpy "11 ~ ffi1IB q;1 ~ fcrqrry it iFfi ~ ~ ~ ffl '51ra ~ ffi1IB ~ 
"11 ~ t fi fcfi1R fcim "11 ~ cfil g.c.11lt"iqi ~ 3lrnAT ~ ~ \ffl ml 

9. m1ffl' '"1T ~ (Cost Plus Method)-~~ cpl ffl ~ ffl cfi ~ it 
fcfillT ;;JTffl t mm~ i:fi"{1l m ~ f;ji",,cf,1 ffi1@ cfil ~ ~ ~ ~ cfifcr-f mr ti qB 

~ it cil{-{lfqqi ffiT@ it ~ cfi ~ ·tu ~ ~ ~ q;1 ~ ~ ;;JToT t, 
10. ~mlffl'~ (Target Cost Method)-~ ffl it 'RlTTUT ffl ~ ~ ~ ~ 

~ ~~ ~ ~ ~-~ ~ cfi fflcpl ffil@~ ~ m ~ q,"{ m ;;JTffl 

t , ~ ~ ffi1@ ~ 11\, m ~~ ffilffi mt,~ q;11J;cfi f.!w@ ~~~ii~ 
~ ;;JTffl t ~ ~ qi"q ~ qi"q ~ 11\ 3WIT m ~ t ~ ~ ffl cfiU m '3j@f t, 

ffltra f.rmm I q flc:4 4 i cfi-i ~ SI fe4 fQ4;' ~ 'WfiR 
(Techniquesrfypes of Costing) 

ffi1IB W-lRUT qf<olllliq,1 "11 ~ ~tm ~~ t-
1. ~Rtgt~cfi m1ffl' f'afu' (Historical Costing)-~ ~ f.flTTUT 1l_Of it ~ 11\ ~ 11\ 

~ ~ cil~fqqi ~ "11 ~ ~ ~ ~ "11 ffi1IB ~ i:fi"{1l ~fotSlf~<ti 'ffiT@ fcffe:r 
~t, 

2. 1'Rcfi/S1¥Hfoh1 ~ ftfftr (Standard Costing)-~ ~ cfi 3R'f1@' ~ 
~ 11\ ~ ~ ~ 1P,fCI" ~ ~ ~ ~ ~ \;flff ll ffl 1l_Of ~ ~ ~ ~ "11 ~ 
qj~fc:fcfi ~ ~ ffl 3RR cfi ~ ~ 't@T ~ ~ ~ ffl ~ "Sfllffi ~ si!@T !1 GfflT 
lfRqi ffi1@ fcffe:r ~ !, . 

3. ~mlffl'ftfftr (Marginal Costing)-~~~~~~ 'fl!l1<ft ~ 
-qR .... c1.....,J1....i~n-c.1 ffi7@1' it 3RR ~ {Q: ~ ctt 1ITT'T ~ 7:IT ~~~~~it~ 
m ~ ~ 11\ tR ~ :sr'l{Tcf q;1 ~ ffl ctt M~ t, ~ fcffe:r it~- q;1 GT ~it~ ;;JToT 

!-(i) 'fl!l1<ft ~, (ii) qf<c1cf.wnt1 ~~ qftc1cf.wne1 olfm q;1 ~ ~ 11@~~,:n·, ~3lr ~ 
~ 11\ >f1flfc@ ~ ;;JTffl 3ffi ~ ~ ~ q;1 ~ ~~ ~ ~ ~~ ~qf(."lf<Slct 
q,"{ ~'1!@T!I 

4. ~mlffl'ftov (Direct Costing)-cfi<@~ ~ q;1 ~ fflit!T3lr, fcffe:r,:n' ~ 
~ "11 ffi1IB it ~faif(."lct i:fi"{1l ~ ~ ~ q;1 '"ffi1l-ffi lffl' -q ~ ~ 31qf{1f&11 

i:fi"{11, ~ ffi1IB fcffe:r ~ !1 ~ M~ mltRf ffi1IB f.rf.lRUT ~ ~ ~ ~ ~ t fcti ~ 
~ WR t111ffrl <tiT 'lt ~ qflffl!l@<il q ~ ffi1IB liAI \ffl ~ t, · 

5; ~ct~ihM m1ffl' ftfftr (Absorption Costing)-~ M~ it ffi1@ ~ ffl ~ ~ 
~ ~ qflcnf.:i11nc-1, ~~ ~ ~ ri Jlqj"R ctt ~ q;1 ~""ffiTffi it~~ -;;j@r t, 
~ •~ qf<o1..1t1iqi1' (Total Costing) 'lt ~ ;;JToT ti, 

6. ({di<&Qdl ~ftov (Uniform Costing)-°i..!fc: 1J;cfi ~ it "i.1'TTT ~ ~ 1J;cfi m 
ffi1@ fcffe:r cpl m cfit. m ~ qflo1..1iqi1 ~ !1 ~: ~ ~ ffi1@ ~ ctt ~ 
M~ ~ !1 ~ cfi<@ ~ ~ Wt1li"icfi ~it~ m \fflffi !1 



mtra t'l&hfi'1 :~~ 111 

I (Yff1@ H©ictr1 cfiT ~(Scope of Cost Accounting) I 
"ffiT@ "ffii cfi1 ~ cfi1tfil olfT(f<'fi t ~ ~ ~ cfi1 ~ ~ t-
(1) ffilTffcfiT f.tgif<o1 (Cost Ascertainment)-"ffilffl ~-m "'1 ~ ~ ~ <t 

f.t<rtj)'cfil ~ ~ t,jff ~ «(.'f cfil"lf ~ ~ m ~ m ~ ~ cfi1"lf qft ~ l)'fcf;m 
~ q Wij qft "ffiT@ ~ -m ~ ~ cfi1 ~ ~ i, "ffiT@ ~ ffl qft ~ "ffiT@ qft 

W'lR ~ ~ 3Rrlra fcef'1:F1 ~3'TI' ~ ffil@ ~ ~ fl'4f-tld mm !1 ~ ~fin11f<-lc+i ~ 
ql~fqcfi "ffilffl, ~ ~ ~ "ffi1Tl"1 31'ITT!; "'1 ~ ~I ~ ~ ~ ~ lITIR ~ 
m1'A ~ ~ "ffiTffl "'1 3Rcfi' Wt:l<TI' cti1 ~ ~ i ~ ~ 3t$1'ffi1Tff (Specific order 
costing) ~ •1ftlfctfb m-.Tif (Operation costing) 3,TRI ~ cfil ~ ~ w~f-Eld ffl ~ 
"ffiTffl ~ q,1 ~ "ffi1Tl"1 "dcfi"ff (Marginal Cost Technique),~ "ffiTffl fcef'!l (Total Cost 

Technique) , ~~~ tm'!i (Direct Cost Technique)~~~ ~I it~~ m:n' 
~(Systems),~ (Methods)~~ (Techniques)~ 'tt ~ -q·-ml!f-~ o!j'cfffl 

-q''ffi!TTsifl~t, 
(2) ffi1'@ t'l&hf,-, (Cost Accounting)-3lrtomo'Q:lo~o, ~ ~ "ffilTd ~qi)~ 

~ajt~~t-
'"ffilTd "ffifflR' ~ ~ ~, ,;m ~ o!ilt ~ 1'f'qf t WfqJ ~ f..,41 '\;fAT ~ 1'f'qf t_ 

"ffiT@ ~ w:rr "ffiT@ ~ ~ 31Rfti ~ ~ -m ~ ~ ~ ~ ~ ~ ffl qft 
~ ~ t, ~ ~ m -q·, flif&4<+i1~ ~ qft ~. "ffi1Tl"1 ~ ~ cfi1 m 
w:!1 ,.;14ff..:ld ~ ~ ffli'l.fl3n "'1 W"lqilRdl flfAif~d ~ '3l'J'ffl t1 
~ WiiGT i{, "ffi1Tl"1 ~ cfi1 ~ "ffi1Tl"1 ~ fcn1:F1 'ffiq1 cfi1 ~ ~ ~ "ffi1Tl"1 

~ i{ m:M ~ ~ WlflTT '1fTdT t1 ~ ~ "'1 f-1¥-if~fuid ~ fcli!•!dl~· f-

'WT!I 

(i) ~ ~ qft Jl'11TJffi ~ ~ ~ ~ ~ ~ Jl'11TJffi cfi1 -~ ~ 

(ii)~ Jl'11TJffi i{ ~ ~ 3Rf 'l'fq; ~ "ffi1Tl"1 cfiT ~ ~ t, 
(iii)~~ <iii~~~ i{ ~-mt, 
(iv)~ Jl'11TJffi i{ flif&-1<+i1 ~ Cfi) m ~. 'ffi'I'@ ~~qi) 'ffi1I. ~ cl 

cll"lqilRdl ~ ~ ~fA-IR?ld ~I . 

(3) mtra F-lt:MIOI (Ccist Control)-"ffilffl ~ fcf;m ~an i{ qf<'i::111.11 ~ ~ 
~ Rffl m "'1 ~ t1 ~~ ql~fqq; W!Jfir Cfi) ~ "'1 afu: ~-m.~ 
~-~ ffifffil ~ ~~ ~ ~ t, ~ ~ cfiT ~ ~ ~ ~ ~ ID{T 

~ '1fTdT t ,jff ~ ~ ~ a'd{<M1 ~I 

(4) Hl'tii1,14airil 'ail f.wf<o1 (Ascertainment of Profitability)-1."il"l~lqqidl ~ ~ 
~ ~ "ffiTffl cfi1 4~tc1'{uf ~ ~ i, ~ "'11.1r'fN1;.f1 ~ ~ ~ aq1qi· ~ ~ 
'ffil@~ qft ~ ~ qft ~ ~~ ~ t, ~ ~ qil ~ ~ ~ ~. 

~~~cfil~ffl1T~~.~~qi)~~~~~~~. 
~ ~ ~ ~ ~ ~ ~ ~ ~. ~ ~ ~~ ~ "ffilTd ~ '1t;tq'(uf cfi1"lf 
~i, 

I ~ ~©icti-1 cfiffl (Functions of Cost Accounting) I 
"ffi1Tl"1 ~ ~ ~ ~ 3W{R "ffi1Tl"1 ~ ~ fcm;7.t ~ ~ ~ ~ m'll'-m'll' 

3F4 cfi1"lf ~ ~ ~ H'"'if~f<lid l--

http:4f!tq'l.uf


18 / 'ffiTT"n fa~{-lqOI ~ f.l<.1-';ifUI 

(J) ~ ~ (Cost Ascertainment)-ffil@ f.lffl Cfi ~ ffiT@ c:-1&1%:-icfi 
f.li..iR1f&i1 ~ ~ ~-

i. ffiT@ ~ ~ Bklf.-tli1 cf ~ ~ '1JA cl@ ~ "cfi1 ~ cfiBTI . 

ii. ffil@W{Rqi'J ~ cfiBTI 

iii.~.~.~ q mm' Cfi ~ -q ~ cfi1 lIDil qiJ ~ WlRTI 

iv. $'111<'-1<4i ffil@fcr:Rul W1R ~II 

v. ~ ~ ~ cfi1 ~ ffiT@ ~JI@~ ffilffl ~ cfiBTI 

(2) ~ ~ (Cost Control)-ffil@" ~ Cfi ~ ffiT@ c:-1&91<:-lcfi A"'fR1f&i:t 
qjy1.f~f-

i. ~ Cfi ffi-q q f.rfJ:R "ti""{ -ai¾o ~ Cfi ~~~~I 
ii. ~ Cfi ffl qiJ ~~~I 

iii. 'ifctiR ~ (Idle Time), 3lj9ffl!li:ti11 (Absenteeism), '9'ITT~ ~ (Wage 
Method)~ "ti""{~ &l'A ~I 

iv. W{R ffiT@ ~ ~ ~ ~ ~ "cfi1 ffi1l ~Tl 

V. ~ fcN1lr ~ ~ cfi1 qjJ1.f ~ qjJ +:fT9' cfiBTI 

(3) ,mltffi P1Qho1 <fi"ft;rQ' ~ciit~cfivrr (Presentation oflnformation for 
Future Policy Formulation)-ffiT@ ~ ~ Cfi -;ftfu 'Rffl ~ ~ ~ ~ 
~ ti l-1' ~ cf,1 ~ ~ ~ oFffi ";ftfu f.fmfta ~ t-

i. ~ ~3ll' cf,1 cn1l«ff "cfi1 ~ ~ t, 
ii.~~cntf.tmut~t, 
iii.~ qffff,q@ ~. ~ ~ qjJ Rf:IRlJT ~ ffil@ ~ 'cfi1=I 'q"{ ~ t, 
iv.~ qiJ Sl@(-1ql91, fcNT1T q;)' oR ~. -mtA1' qiJ &l:i'\<!'li:t"I -affl, R'lITT'f ~ ~ 

•i&i-q'i_Of f~ 3lmf-U ~ 'ffifJ ti . 
V. oqcrarq -q WR cl@ 'l-lT'l-~ Cfi <fiR1'n Cfi ~ -q ~ >lfC<f ~ t, 
vi.~~ w:nful <n«tT ti 
(4) ~ ffl (Other Functions)-ffiT@ ~ mu~ -q' ~ ~ cl@~ 

~. ~ 'cfiTlf q w:rR ~ Cfi 31fu'q ffl Cfi ~ "cfi1 ~ <R@T t, ffiT@~ ~ ~ 
~~t~~~ Cfi ~ fflqj'J mr1 'i~;..," ~""' m, ~wm: ~'qipf Cfi 
aiRn ~lf q m ~ Cfi ~ ffl cfi1 ~ q;, 'i~i<4i=! ffilffl ~~ti 

I ~~'W?.tl ~~ (Cost C~ntre and Cost Unit) I 
~~ (Cost Centre) 

qf'tcqlql ~ ~ ~ '&lmi ~ t ~ ~ 3Rf1@ ~ fcN!lr, ~ ~ 
~. f.mft Cfi sr,f, 'IJIGTJJ, oqfcffl, ~ ~ 1ft ffil@ ~ cfwft m. f!f..qf{,@ fcf;q ~ t, 

11~~.~'l:ll 3Qcfi<OlcfiT~(l:ITT-fqil'~)~~ffllRI f.!Qmn ~ 
'ffl'Q'lmftm ~ f.t q-';i( o I Cfi~ig fflftfillr'ffl'Q'l 11 -arrf o mo ~o ~o 

~ 1fft,nt{J Cfi 3llttR 'q"{ mrm ~ q;) f.li..ift1f&<1 "WTI' -q: fcrqJf;;@ ~ ""' 

~t-
1. 61.4fff•ld ffl1ra'~ ~ t ~ ~ oqfcffl ~ ~ Cfi ~ flfRiR1<1 ~ tr 

-1.C.M.A. 
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2. dloQRtri•i<1 FJTmr ~ ~ ~ f-;m"q° ~~<TT~ (equipment) q;y ~ (<TT 

~ ~) efuift10 :i@f t1 . -1.C.M.A. 

3. ~ ("fT1@' ~ ~ t f-;m"q° ~ fcm1' ~ ~ ~3ll q;y ~ ~ 
efA:lft1d mT t1 -1.C.M.A. 

4. ~("ff1@'~ ~ t f-;m"q° ~~~/~~>ill~~~ rtt ~3ll 
~m-rr.rt, efAifHd ~ti -1.C.M.A. 

3t<iiGH<fi ~3ll er; ~ l'lfT@ ~ f.,;.:ifB.lfulo ~ ~ t-
1 ~ fcrlm >ill~ q;Ff ~ti . 
2 ~ fcrlm-m m ~ m ~-~ ~ ~ ffl "q ~~ti 
3. ~ fcNTTII 

4. ~ fcrlm, 
5 ~ "lffi'frml' fcNrTr I 
6. ~ q ~~ fcrqpy ~, 

~ fff;qr3l) cfi ~ ,ft f.,;.:if<:.tfula ~ cR ~ ~ t1 ~-Jff.l"R ~. ~. 

1$l',~.~~I 
~ (Job)-1:ffl" ~ l'lfT@ ~ t >ill~~~ ~ ( ~ -aq;y) ~ of-l'ffl t1 
~ (Batch)-1:ffl" cfW l'lfT@ ~ t ~ ~ v:m ~ lfG1' cfi ~ ~ of-l'ffl t >ill ~ 

~ ,tt ~<TT~~ :tR: f.@Rf 3N-'1T ~ ~ TI§'ffi ti 
~~ (Product Group)-lffl" ell l'lfT@ ~ t-m ~ W{A ~ cfi ~ ~ ~ 

ti (-llql(Oldlli ~ ~ ~ · ~ ~ ~ <tt cfil, l'lfT@ (Total Cost)~ ~ f.rc1iR;@ t 
~Jira~.~ (Per unit cost) ,ft "i@ ~ t, ~~<TT~~ cfi 'q'Ffqi" l,l"q' °q,1 
~~ti~ -G) ~ rtt ffl f-{t) ~ am (2) ., ~, ~411( ~ f.,;.:if<:.tf&n 
~ t-Jlra ~. J!ra-iftc:{, ~am.~ er;~ t-Jlra ~ f.fiJl4k<, >1Rr ~ 
fcfictl'ill< ~I 
~ 'JqiTf (Cost Unit)- ~ ~ ~ <TT ~ rtt ~ cfi ~ ~ q;y 

aqfc:4111;,i-1~t1~~~1lf~~~t1~~-qq~qi1~ 
l'lfT@ cfiT ~ ~ ~ ~ 31ltm: "ti\~ ";jjJffl t ~JI@~. JI@~. JI@~. JI@ 

olWffl, 'SI@ f.fictl'ill< ~I • ~ "G) ~ ~ q,1~ ~ '5l1ffl t-~ Jira~ 
f.fictl'ill<, Jira~ f<fil-fl412<, Jira r-1 f<fil-fl412< «I 

Cfi:iJ &.4c1e1,-0· q ~ l'lf1@ ~er;~• f.t;.:ifB.if&n t-

(i) ~ fi@ 

(ii)~ fi@ 

( iii) ~ qil lffl 

(iv) 3llGI fi@ 

(v) #:i cfiT ~ 

( vi) ~ cfiT ~ 

(vii)~ fi@ 

Jira f cfil11W'1 ~ 
JI@~~ 

JI@~~ 

JI@~ 3llGI 

JI@~* 

JI@~~ 

Jira fcfictlW'1 '{l<f 
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3. wro-rcr~-ffll'ffi ~ >fll1R-ft cfi1 ~ m ~ ~ Wl01 <fil ~ ~ 
~ cfi\"TT ~ fcfi ~ <fi1 wrrq ~ ~ ~ m~ * u1 ~: >fll1R-ft ~ ~ 
~ ~ Wl01 -q 6ll<4:illcfitll ~ ~ ~ ~ ~I 

~IE!l{Oltlll: ~ ~ ~ ~ cfi1 ';ftfu ~ cfi\"TT, ~ <fil ~ Wl01 
cfi\"TT ~ ri cfi14:tflcl fcrqyrrr <fi1 Cfiflf-M" ~3ti <fil fciffi (-!faifcla ~ t, ~ <fil 

ffl ffl7IB cfi1 ~ ~ ~ -m ~ ~ ~ ~ lfm t, ~tfqi '5NTfc@ ffl ti ~ cfi1 
i,r,n- cfll'T m, ~ cfi1 i,r,n- fcncr.ft m, ~ ~ ~ cfll'T m, ~ ~ ~ ~ ~ ~, ~ 
mq ';ftfu ~ (-!klf~d t1 WTo-1 ~ ~ ~ t ~ ~ ~ ~· ~ ~ cfiT ~ 
'Wf;R f.ref.:;@~ \il@T t fcf, ~ cfi1 ~ c:filqff••:rn lt m1 

4. cfiltcftitcfi ~-ffll'ffi 't1'{ ~ ~ ~ ~ c:fiillfti-lc+i ~ ~IEll<Oitllll 

f.,.:.,f<;,f&d ~ t-1. ~. 2. ~. <ffll 3. ~ q ~I 

~ fcrqJ1n cfi1 ~ Cfiflf-~ <fil ~ ffl ~ v:ct ~ ~ ~ ~ 
~I 

~cfi11,r,1Tqil~ffl~~~ffll'fficfi1mllf"q~~~~'ffiil'qft 
6ll<4llllc:fitli mm t, ~ Wf qft ~ -q ~ ~ ~ "cfill, ~ \il@T t m 1ffiR ~ ~ 
~ ~ ~ ~ ~ ~1 -smlWr ~ ~ ~ ~ cfi1 6ll<4il4c+itll~ 't1'{ f.m 'fim ,t 
~ ~ q fc@"{'01 oqtff cfi1 f>1t1oQf(lt11 ~ q ~ cfi1 GilTT31T 't1'{ Fm cfitffi t, 

I ~ cfiFQf Pc.Rt ~ flfAl-fl (Principles for Smooth Working) 'ij 
~ f.!tm:UT ~ "ffi1l ~ ~ f.,...,fclRsltl ~ qi) tl!Ff -q TI§11 ~-

1. ffl7IB ~ ~ ~ q c+illlff.qd cfi8 * 3'mR ~ ~I 

2. 1fOTR'ff ~ ~ ~ ~ fcfi ~ ~ Cf>7 3Milllcfidi311 qi) ~ ~ ~ 
'4'T~';jfl~i 

3. ~ cfi1 ~ ~ * 3Mi<4:i4c:fi qftffi ~~~I 
4. ~~ ~~ ~ 't1'{ ~-~ ~ ~.'ilil;@J-;i-q,1~1 

s. ~" c+i14cfi<1~ ~ lf'I ~ ffll'@~ ~ ~ ~ ~ ~ fcfi ~ Wl1R'IT 
~ ~ cllil<Mc+i t1 

I cfilc:f-m (Line of Action) I 
f.,.:.,fclf&d ffl-TIM cfi1 ~ cfi1 ;jfJffl t-
i .~~~ ~qfq1¾ C'lT7ffl ~ 'Wf;R (Type)~ ffl7IB cfi1 ~ (Method) f.fmfur 

2. ffll'@ ~ ri 'ffiqT 31iffil 'ffl'm, Wf "~. ~ ~ m ~ ~ ffl7IB ~. "Cf51, 

~. -q;f;f q Sl@~~.j'y CfiT "ffi1l cfi\"TTI 

3. ~ ffl7IB ~ ~ •M~, ~ fcfi ~ ~ (Storing) f.l"rfiR q ~. 

~ o?l' cfi\"TT I 

4. Wf ffll'@ ~ ~ ~. ~ fcfi ~-'iefllic+i'1, ~-f.!tm:UT 
(Merit-rating), Wf cfi1 Hgf•fMi, ~ ~-~. Wf ~ <fil ~. Wf ~ <fil ~ 
~. 'tllft.'1fi:rcn q ~ ~. ~ ~. ~. WI f.rcm:fi (labour turnover)~ 
~ cfi\"TT I 



~,. ! ~-- ~ ·Hi Pf~f" lHf~~illi!! fifH 
:; ! !1 1 _ ~ ft"' 111!*~ fi~ it!!:u ;~it* 
~t f .ul;i_i;1 ;!;1!! rilf,111:t fi(i; 
! I g 1<1, I~ i.l.,;I~ J!,.M\~ irhh~if-p l'"w!,p-
t} ~ l?ii!;il1 

i liJ~j~ ;;i"' 'if 1i:f :Ir .ii 1, I }Jf;1,tid !11!1~ii i!t(rjliti ;U!i 
j i 1*? 1 j I ii!t ~J ]ii?li il it ;!~lit; It!!: 
1 1 !1 11 1,*,:1 (1!1111 m1IJ~1, 111,g111,. 
~ .. 1f:t1'"i'"'J-- ~tf.!1fj. l"',p-i~JJ!:w;!itli;!~ 
i I ilhfi,.!ii 1 I ~1•11<~1<~f1'!1~i1:i1,1,~;i 
~ :~,an tilp ,.-tldhl,..- 1 r:;t1<fll1IPt!l1, 
~ _ ~ 1 i I "' 1 i ~ fl 1 i j ~ir r * l i I t i ! i ~ ! 1 

1JI; i I i ! I 1 1 I 
! 1 ~ t ~ "' ii h I? "'! : ~ ~ ~ ! t ; J1! ~ I;; I I? .ff ': -~ ! ilf. l!i ~ ~ 'Ii' 'f; 1 q 

fi, .,-, IQ ~ t'- 00 O'I Ii; J ,1!1J Ii; - m: cf;:" 0 r:- ; Ii; 1f 1G ~ ftl" .16" ~ 'Ii; J! 'rt Ii; . 
~ ,111' i;, !)!13"· <g, .ig- 0 1-,c:~ · [f l ~ I $ 'i i : i J~wJii t~~~i i 1ffi! i1 1i; 
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~~t~~~~m-ffl~~~<W,~~f~-q~~ 
~ ~ tRo ~ ~ q;-q 31~ ~ ~ ~ t, 

~'tf'{ ~-.uo ~ ~ ~tfct;-~ ifl ffll@~~~m~~ 
3!WT-3R111 qftffjqfal(f -q 3!WT-3!WT ~ ~ ~ ~ ,:ft ffl7@ 00 ~ ~ ~ ~ 
cfiT1l t, 

00 ffl7IB m m 1ici ffiTRf (Prime Cost)~ ~ qcfi -m ~ "91ffi t1 ~ ~ tft 
~ 3Titrn: 'ti'{ 3qft&14'' clil ~ ffil@T{ ~ ~ Klf! ~ t , ~ ~ ffil@~ ~ 
t ~ ~ ~ ~ ~ ~ m qcfi m ~ ~ ~ ~ t, 

2. ~ (Expenses)-~ ffl7IB ~ mm t -ffl 3wri:f ~ ffiTRf ~ fl@A ~ ~ ~ ~ 
~ 3lqf''l ~ ~ '3'C!l"'T'1 ~ '5lra 'ffl ~ t 3Glt!{Ulfef ~ ~ ~ ffll@, ~ ~ ~ 
~~~~~~lflllfl 

3. ~ (Loss)-ffl ~ c'lWT qi)~ cfi«ft f ~ ~ -q ~ ~ ~ f4ffilT 
~ ffl7@ -q ~~~~mm t -ffl ~ ~ ~ "<l'A ~ ~ ~ mrm ~ 
1Tll1 t, 

4. <"fTT@'~ (Cost centre)-ffl7IB ~~~~~ti 3'd{GIP-lc-q ~ ~ 
met 'qfTl t ~ ~'If -q ~ ~ ~ ~ t, ~= fcf'IWT ffl7@ ~ 'irn t ~ ~ 
~ -q ~ m fcf'IWT -q 3ffcfi ffl7@ ~ it ~ t, -q ffl7@ ~ ~ ~ fct;-m ~ ~ 
-atlfq'qfll ~ t ~ ~'If -q ff' ffl7@ ~ ~ f.r-.r,iuy tt ~ qft ~ t, 
~ "tffi'1IT'fl arrf omo~o~o, ~ ~ ~ H'-1f~f&d t- ~ ~. 'i5llfcffl 'lfl 

~~~llG (~~~) ~~m,mf.rmfto~~~ffll@~~~ 
~m~~, 

ffl7ffi ~ ~ ~ ~ ~ ~ ~ ~ ~ '1t\(tj'{Of ?rm ff ~ ffl7@ 

~ ~ ~ ffl ffl7IB ~ "'1 ~ ~ ~ o'd<G14' ~ ~ t1 ~ ~ ~ 
ffilftfi ~ ~ m ~'ti'{~ iAT ~ m 'tf@I t ~ 'i!'R .T{ ~ ~ ~ ~ 
~~i, 

ffl7@ ~~~~~~it~ t, ~ ~ ~ ~ ~ ~~ mrr t 
~~~~~~~tovn~:~~~~w:atf.ltjrtiratt,~ 
~-q~~f.l'fi:fn~-qi:iftcm@~~t,~am.~~~fcf,rrrr~~ 
f mm~~~~ ~~~~T~t~~'tf'{~~~~'mml 
~~ fq'qrry 0~ ~ ~ ~ ~ ~ ~ ~ t, -q ~ ~ ~ irn t 
"-ffl~~'liT1Ti"'1~~t.•~~~~-m,~~~m,ffl7IB~·qft 
~ ~ ~ -q f'lrt 't!Tfil t, ~"1lf.lt1R11 m -q ffl7IB ~it~ t-(1) ~ ll'ftr, 
(2)~-wl,(3)~~.(4)~~1'4,rrrr,(5)~~fcrqpy1m'~~'ifRqcfi 

~~til~4~ 5~~t, 
11 ~~*~ (Types of Cost Centres) 1

1 

ffl7IB ~ cfil f11-1f~f&d 'Sl'qiR ~ ~ ~ ~ ~ t-
(i) ~fctt1'1tt d'ffl ~~r«Hi•ltt ffll'@'~ (Personal and Impersonal Cost Centres)

&lfcRt•ld ffl7IB ~ ~ v:m ~ t ~ ~ 'i5llf.ffl 'lfl ~ ~ ~ ~ ~ ~ ~ 't1 
~ fcr:Tmf, 6i&lfcRt•ld (ilTl'o ~-q~ ~, ~fcf,rrrr 'lfl ~ ~ ~ ~ mmt1 
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{Ii)~ <fvn 'Wrt <'l'l1'@' ~ (Product and Service cost centres)-~ ~ it 
. ~ ~ ~ 1fiT lfl~ -etm t ~ m ~ ~ ~ t ~ ~ ~: ~ ~ fq,rr,y it 

~11ffflfl~~~.1filiilij-qrer-iftm~~~-il@Tfl(ill@~~~wrcll"WTI 

~'it~ f1 ~~(Product Centre)~~~ q;i ~ ~ i ~~it~ 
~ -m ~ f ~ ~: ~ ~ ~ ~ ~44f~d mm f1 ~ ~ ~. ~ llR'l' 

fffftt<t ~ ~ ~ ~ ~ f1 ~ ~ (Service Centre)~~ wrcIT ~ i ~ 
~ ~ ~ ~ WlTt ~ t, ~ ~ ~ ~ ~ -;:ym' ~ ~, ~!ijUJ 

fit1'flf 'ttfff ~ ~l<&AI ~ ~ ~ ~ ~ t1 ~ ~ ~ ~ t ~ ~ 
~ifft~~,-~~~qi'fq~~'itcfi"{~f(ill@~q,1~~ 

WTo-f ~f1t=I' M ti ~i1ftflt&1f(11 om~. ffl1ffl ~ ~ m t-<i> imr-r wq, (ii)~ mq, 
(iii)~ wq,(iv) ~~~.(v)~~~I ~ (i)~ (iii) -:!t<llG-i fcrqprt 
~ (iv)~ (v)-'~ ~ ~ 1'1 

(iii) •1fttrc-R1 riVITllftfi11n=ff1ffi'q (Operation and Process Cost Centres)-~ 
~~~"i-r~~,wrcrr~~~~f~~~JlcfiRctft~fflt1 
~ am: ~ ~ ~ ~ •i@l'e!~<.fl- cti1 ~ m@ d,l,jiij,Gdl M t, ~ ffiTld" ~ 
~fl 

"ffllf~ (Profit centre)-~ ffi1' ~ oll•H-llf4cfi ~llicfi<i-114 ~ ~ 'IWT f ~ 3WT1l 
~ olf1:J ~ ~ ~ -:!ij(~l4l i ~ qiyif 1fi" fcrnt 'IWT ~ q;i ffi1' ~ cli«fT t1 ffi1' ~ cfi1 
~ cti4=..1R41" ~ ~ wrcfuT ~ ~ ~ f.l'sITTr ~ 'i("'!ticfi-1 ~ ~ ~ !1 

~cRWf.n'~~-q~ 
. (Difference Between Cost Centre and Profit Centre) 

~ ~ ~ f.ti.:i~f'tid t-
(i)(ill@ ~ ffl cti1 ~ lJlit ~ t ~ ~ n1 ~ cti1 ~ t ~ ffi1' 

~ olll4it'lcfi ~ ~ ~ a:rT ll ~44~d l1ffl f ~ awtif ~ olf1:J ~ ~ "SI@ -:!TI{Gi4l ~I 

(ii) ffltffl ~ cti1 r.:AT ~~~~~ct! ef~.t413TI cfi1 t2lA ~ ~ cti1 
~ t, ~ ffi1' ~ q;i Rl1fur ~ ~ ~~~cfi{Oj ~ "cfiR1JT l;a:tJ fl 

(iii) fflfffl ~ ffi1' ~ ctft m ~lll'd:tll~ 'ftf ~, 
(iv) (ill@~ cti1 ~ ~ (ill@"fflit"ffl cf{"i_ mi@T '<fit~~ q;i w:l'm ~ · ~ 

t, ~ ffi1' ~ tit ~ (ill@ m t ~ ~ ~ ffi1' q;) ~ ffl ctft 1eyrr ~ m 
f.itriftactft~t, 

(v)~~ ~-q ,ft~,~. ollfckl•id ~ ~ollfcffl•i<l affcti~~ ~ ~ t 
~~~~~qji:q;ft~~~~~~,ftcR~~~~~t1 

cfiTlr lf<{ ffl1@' (Shut-Down cost) 

~ ~ ~ <f>1 3!{-qcfij~ ~~ iR: <Ii\~~ tm ~ ffl ~ ~ ~ 1ft (ill@ 

~ t, ~ cfir',-iR: (ill@~ t ~ Ri lfq-f ~. G<, "iffi, ~~ olfl:J, ~ cti1 (ill@j 

~~GR' ffl ~ "cfiT{VI 3ffcti ~mt,~ fcf; ~ ~ cfiT ~ ir-n, ~ ct1 ~. 
~, ~ qiyif -R iA ~ 1ft ~ ~ 'lf<f-f q;i mrqf ~ ~ ~ t, ~ m ~ ~ 
"4"T<ft t, ~ q;i 1m "i@r, mi t q ~ ~ ffl ~ t, ~ ri cti1 n1 ~-GR' 

n1 ti ~ ~ iR: ffl ~ ~ ~ q;) ~ ~ 1"fll1 t m ~ ~ q;) ~ "cfiT<'f q;i 

~ --cnR~ cfir',--R: ~ -q ~ fct;-qr ,iffffl t, 
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~ ffll@' (Sunk cost) 

~~~tf-ffl~m~-il'T~iam~~<fi~~m~~ 

mcft f1 ~(obsolete)~ <fi <>lqf("!f&d ~ ~ -q ~ ~ ~ q,1 ~\Im,~ 
~m.'EflA<fi~~~u~t~~~t111A~.~11;<fi70,000('0<f;~ 

qiT ~ ~ 2s,ooo('o <>lqf("!f@&~~ tam~~~~~~ w:IFTT~ m 
~ }2,00Q (>O qiT Wcfi ~ t ~ Gm -q ~ ~ }6,000 (>0 t ~ ~ ~ ~ t, . 
~ ffll"@, ~ltlROltl: QJft!Slfocfi (historical)~ mffi i Fffl l@ ~-q cfi",:ft ~ lfln m 

am~ <fi1R'if * ~ ~ ~ m, ~ ~ * ~ ~ 16,000('0 t, -ftfT ~ WT@ 
~<>11/.lql-flff'c:fi'rt~-q'~~~~~cf;lt:l!'A"q~~fl~~Cfi~ 

<f.1 (ffl"q,~ ~-q~ ~M~~f<f; 16,000('0 q,1~fficf;l~'i:fi'{~I 

~~(Opportunity Cost) 
~ ~ ~ qiT ~ ~ ~cfifrlcfi 'i:fi'r:f Cf;~~~ t m ~ ~ ~ ~ 

cfqi ~ q'fffi ~ ~ Rw1i;;R-t1 ~~ti 3«1: ~ @c-1i>Jtctl ~ ~ ~ q;y ~ '3lcfm: "ffiTTil' 
~ f mcfiT t:l!'A ~ acfifrli:fi ~ <fi WP-t TIFIT ~ f1 lfA ~. ~ 1JcA i ~ 
2,000 (>O ~ ~ ~ t, ~ ~" lfln t f<fi ~ 1JcA "q l1;<fi ~ WJFU ~I~ <fi 
~ ~ 1JcA qiT acfif("lqi '3ffl ~ W{1-t 2,000 ('O q,1 ~ q,1 ~ ~ fi:Jc-1' ~I ~ 
2,000('0 q,1 ~ mcnT ~fcfi'tn ~mt 3lcfm: ~ t f;;mqii m ~ ~ ~ ~ q@ 
"ffi'ITT q,17TUAT cfirn WP-t ~ TIFIT ,wTTI ~. ~ ~-q ~ ~ lm -q ~ ~ ~ 
~ ~ ~ ~ -q WTFTI -;;JTffl t, m ~ ~ ~ ~. ~ -m q'fffi ~ q;y ~ ~ 
~ t. ~ ~ 3lelm ~ i, ~ "5lcfiR 11;<fi ~ -q ~ mlf!ft, wt q ~ ~ qiT 

~~~ aqiR-<\cfi cm-q-q~~tm~"i:fil'4~~"C'l'J"q~cfqifi:JC'l'm ~.~~ 
~ ~ am ~ ~ 3lelm ~ t, 3«1: ~ ~ cffi;rn "C'l'N q ~ q,1 mim t, ~ 
~ qiT ~ * ~ mm.~ acfif rlcfi m q,1 ~ q,1 ¥RT cm * ~ ~ t, 
-lfl(lfcH, ~ (Imputed Cost) 

~ 11;<fi qfi:cfif~ 'ffi11o t f;;mqii m ~ ~ tlt111tilcfi m * ~ ~ t, ~ 11;<fi 

cfiH<S.1111 1JcA q;y i::nft:fci 3N-TI f.lfira ~3fl q,1 ~ -q 1JcA q;y ~ ~ qiR1JJ ~ ~f'"'lR-ttl 

'cfi"{fil t f<fi ~ ~3fl q,1 ~ ~ ~ ~ "@ ~ cfiiHsli-rl. <1i1 ~ ~ ~ !1C'l1itili:fi 

m ~ m 1JcA <fi lfflffii ~ ffi1@ -q ~ ~ ~fwifaa fcti<:rJ lfln t ~ 31TUfi@ ~ t, ~ 
<il<f ·~ q,1 i_;;fl ~ -~ ':h1 ~ i:i· ~rf..,tR-1,i 'Cfi'TT ~ ~ tnfl tam~~ ~ ~ t, ~ 
'ffil@RUm * ~ ~ ~ t ~ ~ 3lelm ~ <fi m lf'l'R ~ -t, 
~ ~ lfl 6< ~ ffll@' (Out of Pocket Cost) 

~ 'ffil@~ ~ q;y ~ 'qf7J t ~ , lffill ~(Outsiders)~~~ Q,$tli f 
3lYfill ~ ~ RlR:R ~ i , ~ ~ fcrqfuJ ~ (depreciation)~ 'ffiT@ i' ~ 
~ '5lcfiT'{ q;y ~ ~ (Cash payment)~ ~I ~ 'ffiT@ 3ITTR1'R ( Recession) <fi WP-t 

~ mhuT -q· ~ ffi ~ ~ q;y ~ (Make or .Huy decision)~ -q 'll!tEl'l.•if ~ i'1 

~Rtf/414'1 ffi1@' (Replacement Cost) 

~ ~ ffi1@ t m ~ fcltri:rr;f ~ ~ mlf!ft ~ m ~ * si@f\!11f'la ~-ii"(~ 

ti 3«1: ~~~~(Current Market price)~ Sl@f\!11q11 q,1 ~ti~~~ 
'cfiT 1lR ~ ~ 40,000 ('O * ~ ~ lfln ~ am~~*~~~ m ~ q,1 

~ ~ ffl * so,ooo (>O 'c-1'1@ -t m ~ so,ooo (>O 6<@ ~ q,1 -Sl@f\!11q1 ffi1@ ll1ft1 



~1qi'"<'1 c'lll@' (Marginal cost) · 

~ 1Z"' cft ~ ~ imn -qt~ tffi"lm ~ rmr ~ fflf@ -q' ~ mm t. ~ 
~ cfi1 lITTIT ~ ~ ~ -qr4t '?:fr~~.~ '.ffil1if ~ f1 ~ ~~ 
3lllo~o~o~o, ~ ~ awm f-i'-i~lllc1 ~-

• •~~Wff ~lfmlR"-at ~~IDU<§Fl<'JJl1n-q: qflqJ-, ~t, 
1%ft(~cfft'imrr~l<fil'f ~~l1T~~, ~'R'fT!n &it;HiJl t1~-q:~ 
<§Fl q fl aJ.fht "fl'TTl'(f lfflimft~ t~flfi~'Jififf lR"ffl1I_ 1TTft ti'' --3Til olit o~o~o 

~ ~ ~ qf<q<i-,itft~ 'ffi1Tff M t, ~ ~ fflfR'r ~~f~a ,rm mat t, 
~fct;-

l'ff1Tif('Wo) ~~(~o) 

0 1,200 (~) 

2,000 800 

2 2,800 800 

3 3,600 800 

4 4400 800 

· ~~'ffll'TiT'SITTf~ 800~0 t>iftfcti qfh!4<f.litft<ii (Variable)~f14 ~cfft 
~~800x4=3,200~o t,~ 1,200~0 ~fflfR't~~~~ol~fflfR't 
4,400 ~o mat ti ~ WitiR 8 ~ cfi1 ~ ~ irfl = 800 ~o X 8 ~ = 6,400 ~o 
qf<d-,itft<ii + l,200~ = 7,600~0, ~'ffil@~ 1:JU ~ ~ -q' amf ~ q ~ 
Mt, 
i)c(l<itcfi ffi1To (Differential Cost) 

~ fcJffl' cfft ~ ~ ~ ~ ~ 'ffiT@ ~ t, ~ cfft ~. ~ q 
~311~~-q'~~cfiRUT~~ffl<A'~ ~~cfi1T,jf@Ttl ~ ~~ 
Cfi~H<Hc,q fflfR't -qm t m ~ ~ fflfR't (Incremental Cost) ffl i'1 ~ ~ ~ "tW\' ~ 
~ -q' cfiift 3Tiffl t m 3MR ~ 11'fflTffi fflfR't (Decremental Cost) ffl f 1 ~ miT<l ~ -
~-q'~1Z"'~~~~~ffl-q'~-e)mt1~ctilJl"cfiR~~t 
~-''iAAT m ~·, ~ ~ m ~ ~, ~ flf~ -q' ~ Wtf<fi <iilif1<ffl 
flf~y.r,:n.~~"l!T~3TIT{~"Q;qi~~~l~fflf@~~cffttl~M 
t ~ ~ ~ 'l'ftl@~ tl ~ ~ ;jJ@T t1 ~ ~ ~ ~ qf<c2Micfi-i 
(Differential Costing) cti"8T 'ifTffl t, ~ ~ -q' ~ eJf4itftc-l 4R&lllicfi-i (Incremental 
Costing)~ f 1 

·~ ~ 31R ~ "ffiTffl' ~ ~311 cfft <ITT" t ~ ~ mi@l cf;l 'WWJ 
1Z"' -m fflfR'r ~ ~ ~ -gt ffl t, ~ ~ ~ ~ ~ ¥-l~ttl'{uf ~ ;;mft "t ~ 

- fflf@ ~ -q' ffl<A' m t," 
Sm-:inlcfi c'l11@' (Relevant Cost) 
~ ~ ~ ~ T{ 3Tit!R"i<f &Mltllcfi<II ~matt Ri "ffiTffl' ~ ~ ~ ~ ~ 

m, ri "ffiTffl' ~~Mt,~ ~ tt 'ffi1@ ~ f.l"ar:f ~ ~ m t 3lR f.l"ar:f -qt 

JTll1q TI§ffl f, ~ ~ ~ f1 ~ ~ T{ 31Sll{ififcli ~-qt tllR ~ ~ ~ t1 
~ '<i111"@ (sunk costs) &ISll<t-ifirq; d' t, 
~~~~~ ~f<tf1A~-qt ~ ctitffit,~~~ 'ti"( tllR 

~ ,jJ@T t, 



;jlt~,1~ ;1 t ii iii 1:ti ii;;i; i 
wiu-~~1~'}6:1 16-i , W* If m ~16-li,W lli~[f'}6: 
~ Ii J, : i l ~ i l j ~ ~ ~ i ~ ~ i i ~ ~ J i ~ i-$ ~ 
l·rw lj !~"' ~~~ i; w_i w!~ "'n_i ! .. iq 1f J 
1w.zlf'«:u1 'lfit;tit ui ifi.- !ri1~; i. 

~ !f1~1~Jf ~"'J1;J1<1< i;:lf;' '."~t~ in"'P ,Jt 

if![.«iu.~~ if1u11 ri: iiti "'t!!~it', i 
~ i ~ w ;,; 'lf ; , , , , & -w 1 'lf re * -w ~ J! ,w ~ l 1 r ~ ., i ~ t s ~ 
~! !i;t,l~!g ,w_~!*i~i i!~ Ji;i -it:J~~ t~ 1J~ 
~ :; 16- ~ ~ i ~ ~ ~ ii~ 00 i w r-w ~ ~ l 16- ~ ~ 1; , -w '}6: .~ 8 ~ 
- i I I l e f f-1< f 1¥ "' l ~ i i; b I "' f; i 1 ½ I "' ! I ~ l ; f e 

~ li!if:ti:r1-·!t1Ha n; -:i1i~Hlh£11 i} 
~ ~e, if)Jf!if ;iJifjH i£i JiiJJ~iliif el! 
i ij1t,Uliij]11H ift i;!if lji!i! iii 
; IdiliPri!'tii wi-;iw10~it1i.:~1<?i!! Li 
~ le~;p-~~fJ ~~ i i~ 1f] i~'f6:I i!~ti ~ 

http:Cfilllff.qd
http:CfillliF.qd


~ 11 -•~ ~ · · ~ :~ i -~ ~ 1 1 -~ 1 i ·'.g 'i r ~ 1 
~ it <I!' " t I it,w U ~* i - I!' i s:'" i 1< 

1 i i i ; 1 1 .~- ~ ! i i 1 _ -~ , ~ 1, ~! i 1 
·-1~ 1 ! t i~I :g~ 'wl - .rJ I i j fl f l i 
.; w~ i ! ~ ~ i 'tr 11 ~ I~ Ill i ,w 'W i i [i ~ i ~ ld-: ~-,J,ifii i 1 ti j 11 l r.; hi j_W i j ·~f ~'llf t,r. l'lc ~ l ~ f.. = "'it I Jl: r. i -w r. fll' 

~ cg ~ i. i i -·~ l ~ W 'tf i ~ ! ~ ~ ~ ~ ii J ; l ~ ! 1 ! 
$ ~ ii i I ~ 1w 'W ~ ,, i ~ i ~ 1r ~, - -~ l ~ :~ ~ i r i 
!~?!~tii~!J! ~! H 1 [:lif 1J fi !_1-1-1-
~i1;J1:nit1f !, ~-~ c ;iji~-ii! ,! ~n'li 
iw*!if ~:1I!! !! U jli ;!,iEf t~! r.i Hi:.J ~~ r : 16' If 19' :g i ~ ~ : , ~ ~ i , ~ ~ ~ ~ ~ ~ ~ 
~i!!~ti!:i i;,; ~1~1-1 l hid ll' _d 1~ !; i ~ ll' 
l"rl""Jti,i.1-_..i~Juj~ iJJ1i1JB~ , i,wl1 J 
i1tlfi?i,w,!lw:=w.;.ui1~ ~u1-1iui,h Ji~!; . J . ,[!; . ; . . l .• Mo . ~ ~ . ~ ,~ 1-J . . ~i . 16' . £ . ·•1r ,,.: ~ . ~ . ~ . 
N Mi~ 1~,~ . ~~i!ooJW ~-NM ~~~i-~-~ 1 oo~~-

i -1~ l V !~ ! i ·~ 'W J i t j ~ ~ ii J ' 



~ J ,·ii ·. I 'ff16' w 1fi i~ ~l 
I, ~Ii • Jj I 1~ ~! I• 
~ E ,,- I ~ i l,~ ~1 ~l 
i -~ w :si - t 1 rt ~ ~ t 1 ~ l t -
t i:; <ll:I (* it~"' .. II' !';I> -Ii :I; ;1 h ifh ]i Ii . . i •. 
, i * ~i :i.= i 1~i 1~ I! t~ H i i ~ t 
1{? !w{ t! : r.i;i ri Jt t - ~. 11' t1 !{ 
1;- . '.gl 1f} !ff i~ ~ ft;1f 1ti_ 01 ,~ -/111:11 , ~ -if~-

,ji ~If_j, ir i!~fi if f!'i ! -w l' i e~ 
:~ t i j ~ ; ~ '"" t J l!\J 1 ' J t ~ : i"" _ Ii' l ~ e,1 
ili )di!! :;! iJr f;;. ~'! !~'.H(!!i i ..l, 

1111 ~1~J11-11il11~ , 1 i'•!'•'~I'' l~~ i~-, i ti> ~~t- w~'ff- w<ffi -i· ~- 1 ~ J,ji, Je1g fJ.,llJJqft! JltJ!i'il, Ii "r.fl 

~ i I ~f 1f I ' 1, j ., i i r. [!J - N M ~ ~ ~ ~ i -



2. ffi1'@ ~ qil ~ t-
( a) ffi1'@ ~ ~ (b) ffi1'@ ~ ~ 

(c)~qi)~ (d)~"B'lfl 

3. ffi1'@ ~ ~ ll ~ ~ ~ t-
(a) ~ ffi'q ~ -q (b)~ctl~~-q 

(c) ~ qi) ti~ "5fGR cfivfT (d)~ ll ~ ~ ,m· 
4. ffi1'@ ~ qil ~ ~ "5fGR cfivfT t

(a) ffi1'@ ~ ct ~ 
(b) ~ ffi'q ~ ct ~ 
(c) ~ <tl t1ii1Gif<-lcfictl ~ 3Tifl!fcfi- W!fffi ct~ ct~ 
(d)~ll~~,m" 

s. ffi1'@ ~ -q· ~fuif~a M sif@T t-
(a) ~ (b)~ 

( C) ffi'q ~ ( d) ~ ffi1'@ 

6. ffi1'@ Rtmirr <tl ~ 3ffi ~ "cfifflffi i-
(a) ~ (b) ffi1'@ ~ 
( C) ffi1'@ ~ ( d) ffi1'@ 

7. ffi1'@ ~ qil ~ t-
(a) oZfli\' qil Q,cf,:itlcfi{O! -d~I Fcffi;lqoj 

(b) f.ri:lfuT ct fci'f1:A "W{I' ~ 1'19 ~~ct~ qi) l1'T9-IT 

(c)olflil' <tiT ~ ~ ~ (d) ~ ri 
s. 11;<fi ~ cfiPFft * ffi1'@ q;r ctiR-ltt ~ m * m ~ t ? 

( a) ~ ffi1'@ (b) -acfiT ffi1'@ 

(c) ~ ffi1'@ (d) qfl.'qit11 ffi1'@ 

9. ffi1'@ ctiT 3lWt, t-
( a) cxl<l" <tl ~ "Um qil ~ (b)~ 3Tim ~ qil ~ 
(c)~minftqit~ (d)~ll~"ffl° 

10. •~ &Mlft:<6 ~ ~ ~~ qil <'ITffi "{1"111 ~ ~ l]lf i1" ~ ~ 
~t? 
(a)~ ~o ~ (b) 11:fo ~o ~ 
(c) qfffi ~o f.ilTr (d) ~o ,3lRo fucfm 

11. ~ ~ ~ m * "ffiT@ ctt ffl-ltt ~ ~ * ~ ~ t? 
(a) ~ ffi1'@ (b) -acfiT ffi1'@ 

(c) ~ ffi1'@ (d) qR:i:11t11 ffi1'@ 

12. ctiR-ltt fcmtfffi ~ ffi1'@ ~ "5fUTlffi qil ~ "ffl° t? 
(a)~ (b) f11a~~a1 
(c)>l'@~ffi'l'@ctl~ (d)~~~-qm:,i:r 

13. ~o ltto ~o "Q;o ll ~ ~ ~ ft;rq t? 
(a)~ . (b) "i'fcm 
(c)~ (d)crri 



32 / ~ fc1~HqUj ~ R<l½IOI 

14. ~~~f.rqfirr~~~"tf\~mlfID"omw:J~lg'fffi'-q'"ffillfficfil 

"W11Tffic1il~~~i1'' ~qj"Yf'T~t? 
(a) ~o ifto ~ (b) 3lRo 3lRo "T<fT 
(c) ~o ifto ~ (d) 3lRo "Q;fo cfiTl{ 

Ans. 1. (a) 2. (a) 3. (c) 4. (a) 5. (b) 6. (b) 7. (d) 8. (d) 9. (b) 10.(b)11. (a) 12. (a) 13. (b) 

14. (d). 

w f.llai R-t fufrt ~ ll 'l)-~ ~ ~ dHll$l{-
l. ~~~~cfiTWW"tl 
2. 'ffiT@ {9&1~11f?f, 'ffil@~ cf qf<olliq,-1 <ti1 ~ lftl'R ti 
3. ~~~~~~1fl'Tt1 

4. ~ ~ ~ m ~ ~ lWlllail' -q fcti.rr ,iJT ~ t, 
5. ~Rrnlf~q;~-;:ftra~~~~t, 

6. wn "ffil@' ~ ~ ~ m -m * m *~,if[ ~ t, 
7. ~ ~ ffi ~ ~ ~ 11\ -wt 31T'El1fu1 t, 
8. ~~awl~~~~"Sl"G'R~t, 
Ans.: 1. ~. 2. 31mq, 3. ~. 4. ~. 5. ~ . 6. 31mq, 7. ~ . 8. ~ 

w ~ ~ cfil 1{fit ctil ~ 1(-
1. ~ ~ 3ffl<l: ~ ~ 31q,l * cl'ff 3ffl<l: .. ............ ~ fflffi t, 
2. Rlfil~-1(1 q "ffi1@' ~ <tt .......... .... ~ ~ ffl fct;.rr ~ t, 
3. 'Rri@~'q;yfcfclim~~Cf,1 ...... ..... ... ~cfiRUT~I 

4. cfi1l@T m;r -q' ... .... ..... .. "ffil@' ~ ~ ffl cfiT ,iJTffl t, 
5. 'ffiT@ ······· ·· ·· ···~~~~t, 
6. 5lcq4'.lcf,lll ~ ~ ........... ... q;, gli't-llc'tcfi ~ ~ t, 
7. Slcq-t!cf,lll .... ......... . "ffil@' W:r-JT 11\ ~~it 

. 8. ~ &i1q1ftq; "fflcfT ~ ~ ~ ~ ~-~ f 3ffi "ffil@'-Jl11ITT.wIT ~ 
.............. ti 

9. ····· ... .. .... "ffil@' ~ ffl cfiT ~ t, 
l 0. 5lcq4'.lcf,lll ~ ~ ~ ~ ~ ..... ......... t, 
Ans.: 1. ~. 2. ~ "ffil@', 3. ~. 4. lcfilf, 5. ~ . 6. "ffil@', 7. ~. 8. ~ . 

9. qf<&illi<fi1, 10. Slfg.ffiqi(Oil 

••• 



[I] ~.:ti f;t~~UI 
(Inventory Control) 

~ fiJ.qf-tfqf. qmril ~ '1PT~.~ 3,Yfcfl~cfil~"tl ~~"q' 

TI=l'lin1~30%~mso%~~t1~~cn1~~~-mc(i~~ 
~~.~~~a,rn~t1~:~~t~·~3Nc!i)(~)'◄-I 
°lfii ~jqlM<fidl f m ~~~qi) ~I"~~~ ,ft~ f ~ ~ ~-q 
~ cfiT ~ lffl('q ffl t, ~ c(i ~qi)~~ in ffi t, 

I ~ Pli.i"?tOt ~~(Meaning oflnventory Control) j 

~-~ ~ ~ ~ ~ oRJ t-~ ~~,a:@: ·~ ~· ·-7 

~ ~'ii~ l::r ~ ~ cfiT ~~-~~ ~ ~ ~ t, 
~q;r affi (Meaning oflnventory)-~ cfiT ~ fclf'l'.A ~ ~311" -q "{ffl ~ 

~cn1~~tmt,~~.~-~.Fq~.~cfil"lf~~ll@ri 
~ ~ c(i ~ flMf('!d ~ l1 ~ cf>1 ~. ~ q ~ f1A-f1A 6Qc:H-t14f -q 
f1A-N9 -irat ti ~c(i ft;fq, ~ f.rqfuft ~-q ~ ~ cn1 "Sl'W@T mt~~ 
oQNIRqi ~ -q ~ ~ ~ ~ i@t t, ~ ~"1<11 c(; ffl ~ in~ -q ~ ~ 
~ ~ ~ ~ 1' 'l~tq'{Of !!)m ii 

f.14.:.,io1 QiT anf (Meaning of Control)-'~ ~ c(; ~ -q ~ ~ cfiT 

ffl ~ a:Jtif -q ~ ~ t-
( 1) ~ ~ ~ ~ (Unit or Physical Control)~ 

(2) ~ ~ (Value Control) 
~ ;wm ~ ~ cfiT ~ ~ ~ ~ ~ lIDll -q ~ cfil ~ 

q;vn~t1a:rn:~~~~~lclilt~~~~~mt,~ 
~ ~ -q ~. ~. ~ qft We.ii,~.~.~~ ifqTq ~ of.ffl f.rfiR 
~~qi) ttfi:ilR-ta ~~ti~ 3lR ~ ~ cfiT ~ ~ ~ -q· M-14tf'1!<1 
mt 1R ~ ~ ~ t, a:@:~~~~ 1R ~ i@~ ti 

m -q, ~ ~ ~ ~ ~ 1'@, &i-Gf.lf.fa qJ"{'I' ~ f.rrifo lJ@ cn't ~ ~ 
fe4f.lqt;,1-1 ~ ~ ~ ~ ti 

j ~ Pl4"?t0t ci"~ (Objectives oflnventory Control) I 
~ ~ c(; ~ aTitm'!_o ~ t'-~. ~~ (Stock-out) cfil ftefo t ~ 

·$ ~ ri ~ qft ~ ~ ~ ~ ~ ~ ~. ~ ~ "ltT ~ "ffil1ffl' 
. (carrying costs) qi)~~ c(; ft;fq ~ -q 3ifqf~ ~ ~ 'ifq-ffl lfflftr ~ ~ ~ 
~-~c(iffl ~~t~~~~~-q fe4~qi""(1 ~~~~ 
cfm'IJ}l~~-q,~~cfil1tm-r~~~qftmr@~~~~qft 
mr@ cfi) ~ ~--n t1 3lf'~ fcrntR ~ ~ ~ HAR-iforn 't-

(1) ~ fcITT-:@T ~ ~ -q ~ ( qflUll'l{-<:l~q ~ ~. ffl ~ 1R 

3W1lf cf>1 m ~ 3Wtiff'lq, ri -q ~> ~ ffl c(i ft;fq ~ .tt ~ 1lF<f ~ ~, 



34 I ffi1rn fa~HqUj ~ f.1£1"?101 

(2) ~ * ~'fcfi fc!f.rwr * ~ w:IT ~ ~ ctIT qi"q qjt-111 

(3)00~.tt~1TTm*m-irn100~~~~~~*~ 

(4) ~ ctIT m-irnl "'1 ~ ~ cfi ~ cfi ~ ~ "ITT cfi ~ * ~ qjt-111 

<s> m-irn1 .tt cJj"q m *~~.~am~~ qi\ <iFte•n'<4< cv-rr1 
(6)~ cfi ~~am "'ql<T ctIT ~I 

(7) ~ "'1 ~ WTTI 

(8) ~ cfi ~ * fl-!11&1f4dl ('i!Rll 

~ Pt<-4..,.UI cnT~ (Importance oflnventory Control) 

~ ~ f.r:F-rur * ~ ffiT@ * <filTT 3Tiffl t w:IT ~ "'1 t-fl"ISl~<il q ~ 
3l@l t, ~ ~ ~ f.li.:i~fu.a t-

(1) ~ * ~ * <filTTI 
<2> ~ l{@ qiJ oo am~ m1 
(3)~*~~~1' 
(4)~am~*~' 
<s> ~am~~ qiJ ~ am 31jcfi°'t-td'1 ~1 . 

(6) ~ l-1111<'1 * <filTTI 

(7) of.:@~~~ ll'@ "'1 ~I 

(8)~~fflm*~~~(productionrun)*~~(setup) 

~ * <filft I 

~~~\Jtlf&q31t{ffi11W 
(Risks and Co.sts Associated with Inventories) I 

- I 

~ m{01 * -q;q ctIT 3Rcfi ~ am ~ <til WRY qit-11 ~ f1 ~ ~ 
f.li.:if<1f&11 t-

(A) ~ ~ (Price Decline}-~ ~ * ~ "'1 ~ °" ~. ~ ~ 
~ cfi ffl, Sl@ftlftf<ti roTI ~ * ~ ~ ~ ~ ~ ~ ~ * ~ ~ f1 

(B) ~~(Product Deterioration}--~~~ ctIT ~ ~ ~ <fcti "q'({1Jl 

m 3l'fqJ ~ .tt of.ffl ~ -;i ~ er; qiJ{1l"f ~ ~ t, 
(C) ~(Obsolescence}--~~ "'1 ~ * ~. 1't ~ ~. ~ 

"'1 ~ "ll"t Fcdttltedl * ~ cfi qiJ{1l"f ~ , ~ f1 
~ ~ "'1 ~ f.li.:i~f&d ~-

1. ~ffll@' (Material Cost}--~ a:Rfl@ qi,:!qf ll'@ ~ "'1 ffil@, ~ am 
~er;~ l-lf"ifffi1 ti 

2. ~ ffl1Tff (Ordering Cost}-~ ll'@ cfi ~ cfi ~ ~ ~ * ~ 
qftqd11?fi<."I '<."l11Td l-lf"if<.1d t ,, 

3. ~ ffl1Tff (Carrying Cost}-~ ll'@ ffl am TI<R cfi ~ l-lf"if<.111 f 1 ~ 
~ cf; ~' ~ ~. ~ "'1 ffil@, ~ * ~ ffl' "'1 3lq"fR ffiT@ 3llR 3lre t, 



~ f.1c,1.:,iu1 / 35 .-----------------
~ ~ fc1Pt4l,, mcfil ~ m ~ ~ 

(Factors Affecting Stock Investment Level) 
-

~ -q· fctf.14!;,,1 «R q;1 ~'lflfc@ m ~ ~ q;1 GT qtjf -q ~ ~ ~ 
't-~ ~~~~I 

I.~~ ( General Factors)-~ o-f ~ cfi 1 ~fa,f<-rn ~ ~ "t ""'1 ~ 'ifi 
WXlfu -q fctf.14l;;i1 m q;1 ~ "llT ~ (Ciq ~ ~ ffl !1 ~ ~ ·f.:r9' t

(1) ~ cf>1 • (Nature of Business), 
(2) ~ cfiT 3TI<fiR ~ m (Size and Scale of Business), 
(3) f.rni1 ct,1 ~ \Im (Expected Sales volume), 
(4) ~ «R -q ~~~(Price Level Changes), 
( 5) ffll° cf>1 a 4ct&!ldl (Availability of Funds), 
(6) ~ cfiJ <tfte.ch)or (Management Viewpoint)! 
II. ~ ~ (Specific Factors)-~ ~ cfiT ~ ~ ~ ~ ~ 

fclf.p:h;;i1 ~ itoT ti~~ "Wt> 1f.li.:if<.1f@a t -
(t) ~ ~ W ~ ~ (Seasonal character of Raw Materials)-~ ~ 

~m~ °"1A ~ ~ ~q,'t 1lf<f ~• cf>1 tam ~wwr~ cf'f mntm 
~ qil ~ -q ~ "qJ(1' ~ ffl <i@l; ~ ipn fclf.14);;i1 cf>1 ~lct:t4~dl mffi t, ~ 1l 
~m~~lfWf~G{lR 'ifi~iJ~f1 

(2) ~·siflfi~nfit~~ ncfi-0cfl1 ~ (Length and Technical Nature of the 
Production Process )-";jjq ~ cf>1 ~ ~ afu: ~ • cf>1, mm f m ffi ~ 
~ -q 3TI'£f'fi fctf.14'1;,,1 ct,1 ~lct¥4~111 ffl tr ~ • cf,1 ~ ~ -q ~ ~ cf>1 
~ ~ lR 3TI'T<ti" 1R-f ~ ~ t1 . . 

• (3) ifil:fW~ (Terms of Purchases)-~ ~3li ~ 3TI~ ~ ~ ~ lR 
~ * WWffl, ~ "llT ~ q,1 ~ ~ ~ t m ~ qil 3TI'T<ti" ~ ~ q,1 m11JT ~ 
~ am ~ -3TI~ fctf.14'1;;i1 cf>1 ~lct:t4~dl \flm t1 

(4) ~ ~ W ~ (Nature of End Product)-f.lfi:ra ~ ~ ~ cf>1 
~ cfiT "SJ'f!lq ,qt~ -q ~ cf>1 llT3IT qil ~~ti ~~Ci~ cf>1 @@I 

~ ~ fl~l-¼i49' ~ l:R:Cn qil ~ ffl f ~ ~ ~3l(' Ci ~ -q 3TI'T<ti" 
~itmt~":tim~~<m-ft~cfiT~~~\lM-;;yfl{qiffltt 

(5) ~ ~ (Supply Conditions)-~ ~ 1f@ <f>11if<f ~ if-ft ~ t am 
~ ~ i ~ cfiT ~ ~ t m mirm * 3TI'T<ti" rc1f.l'lfl,ij1 m, 

(6) ~~(Time Factor)-~ mq ~ 'ifi ~ -rf ~ cf>1 lll31T~ mm ti 
~~~q,lffi"q"@A~~.~-q~~~~f.rnft-q~~~ 
qil ~fi:4R:re ~ t, ~ mq ~ m ~ m, ~ -rt ~ m 3TI'T<ti" Fctf.l~1;;i1 q,1 
~lct:t4<tinl ~I 

(7) ~ ~flll!.III( (Loan Facilities)-~~~~~~~ t "ll'T ~ ~ 
cf>1 ~ lR ~ ~ "llT ~ ~3lf ~ ~ "SITC<f ~ \i1T<1T f cTT q;ll fctf-f<ri"11 ~ 3TI'T<ti" ~ ~ 
cfiT ~ ~ i@r tr~~~ a,qtq-q 3TI~ ~ cf>1 &llct:t4<tidl jrm ft 

(8) ~ ~-q: ~-~ (Price Level Fluctuations)-~ ~ -rf ~ ~ ct,1 
~cq1q11 -~ m ~ ~ +TR-f cfiT 'IJUsR1l'T ~ ~ t am 3TI'T<ti" ~ q,1 ~,ct:t4ctia, mm 
t, $~* f~1:1mPll'~ «R -rf <Pft ct,1 W·"llcl11 !M lR ~ ~ 1l cfilt ~ ~ ~ t I 

(9)' 3Rr~ (Other Factors)-'R<fic ~ -rf ~ f.r:P.;ruJ', mrf.rrT, ~ <f>1 ~ ~ 
3Wmf-f.rqra -;ft@ -rf ~ ~ cfiT J11rrq 'ifi m1Tifi ~ fctf.l<ri;si1 q;1 ~~tr 
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~ f.14½101 ffi1 dcfi.flcfi (Techniques oflnventory Control) 

~ ~ qft ~ ~ - f'1i-1f~fo,a i-
(1) ~ 'm ffcfi.flcfi (Inventory Level Technique) 

~ ~ <fiT ~ ~ ~ ~ <fiT ~ft<:'ld'l ~~~am~ ffl 
TI1Art1 <ffl' ~~~~it~ t~ ~-l<R er;~ 'tR ~'ffi1m'm 
iffffl t~ ~-nun'~t, a«T: -mirm ~ ~ ~ ~ ~~ ~~'il@clil~ 
tqR TI§113fAT ~ fcfi" ~ -imn ~ m ai,'41<<1q;a, ~ qj'q it am~ ~ it f.iR:m ~ ~ 
~~~I~~ ~-l<R qft ~am~ lftiu~ cliT ~ 3lffl Jif!c-q'{l'f 
itffl t1 ~: lt ~wt~~~~ ,t ~ ~ 'lll!IH1Alq ~ ~ cliT ~ cfi«fl t1 'Tf: 
~~~~er;~ ,ft l"-1 miu~ cliT ~ ~ ffl t, 

:it~Wifiq ~ lftirr (Maximum Inventory Limit}-~ ~ <liT <ffl' ~ 
~ t fcfi" ~ ~ ~ fcfi" ~ -q ~ 3llq1'<lqi ~~~°"~I~~~~~ 
~~er;~ ifi't ~ miu ~ cfivft irffl t, ~ ~ miu ~ t f.iR:m ~ ~ ,8'f. ~ ~ ~ ~ ~ -q ~ ~ ~ (1) ~ -q &MM1'<lcfi ~ ~ 
~ i_-;ft ~ Wffi t ~ ~ -qft ffl ffl t, (2) ~ "fl!l'A ct,l 3li•H<lcfidl irffl t, (3) 

~ -q ~am~ qft ~l-'\ljcl9jq ~ ~ i, (4) ~ cri ~ 3letcn ~ ~ ~ °" 
~ t ~ (5)~ qft 1WI ftR: -il'R q ~ ~ -il'R qft 3lmclil ~ ~ t, l"-1 mqy~ ffl ~ 
~ ~ qft ~. ~ ~ 1'wlT 3l-liq1'<lqi itm t, ~ miu -qi)~~ W1'll 

o> c1,41'ft~ i:m qft ~ m, c2> ~ -q ~ ~. (3) mffl' qft <,)"I@, (4> ~ 'o'qq, 

(5)~~~(6)~~·~(7)~~~.WUoliA,"ql'U~am 
~ ~ <lil ~; (8) ~-q ~-~. (9) ~ 11.fff qft M ~. ~ (10) ~ 
~ ~ ~ cri ~ ~-q ~ ~ 'ffi<U cliT ~~~I 'Wfflt qft ~ 
~ litq-f qft Tf'l1RT ~ ~ f.ri::f ~ <lil WWT ~ -il'@T t

(1) Maximum Stock= Minimum Inventory+ Lot Size 

(2) Maximum Stock = Reorder Level - Minimum Consumption during 

Minimum Lead Time + Lot Size 

~~lftirr (Minimum Inventory Limit}-~ cliT ~ l<R FiR=m 'qi'q ~ ~ 
~ ~ ~. ~ ~ 1ftqy ~tr~ 'Safety Stock', 'Buffer Stock'~ 'Reserve 
Stock' ,ft cm ,ifTffl t, ~ q m-i:nft qft ri ~ ~ ~ ~ miu ~ qft ~ t, ~ ~ 
cliT 0~ ~ cri lPWT 3letcn ~ ~ ~ -q ;,iSk<llfi?ld ~ ~ 3llcfif~cfi q 
~ qRf~@tfi-q ~ qft lWf qil 1{{1 qi'{'lf t f.iR:m 'lliif <fil W>-¥lf<1tl➔ "11 ~ ~ ~ 
\ifl~l~~(~~~)clil31lqi1'{~~~(1)~~~3'.Rfl@lWf 
~ 1{{1 ffl ~ ~ .~ qft 'imll, (2) fifcf'i:11< a:rclf~ (Review Period) am ~ ~ 
~ -q ~ 1W1 ~ '{~f1'll➔ q ~\'l'ffl qft 1U31T, (3) 11.fff qft ~. (4) ~ <lil ~ 'lll 
~ ~ ~ (5) 3llcfif~cfidl ~ ~ ~ <fiT °tfiif ~ ~ -q ~ ffl ~ Cfil tjAjjq1I ~ 
'ffi<U 'tR fcr.m Cfi{'lT ~ ffll ~ ~ qft lITTrT of.ffl ffl ~ ~ ~ 3lj<fii:1d'l 
1U3IT ?ff' '8T'ft ~ 'tR .~-~ qft ~ ~ ~ am ~BP@'~ 'f!ll ~ lITTrT ~ 
~ ~ ~ f.ri::f WT <fiT WWT fcfi'qr -il'@T !-

Minimum or Safety Stock = Reorder Level - Normal Usage during 
Normal Lead Time 

~qif-m (Danger Level}-~ 'm'li .. •W-11 ~ l<R ~ ";fi.:rr it<fT f1 \il'4' ~ ~ 
l<R 'ti{ 3lT ~ t (ff~~~ f.flfq;f 'Uq; ~ ~ t ~ ~ f.flfiA ~~'ti{~ 



~ f?t4.s!OI / 37 

~ ~ t1 wt °ITT~ qft ~ ~ cfi ~ ~ 64cH-\l.ll~- cfi1 ~ t°I ~ ~ cfi 
~ R'1 ~ cnT "Sl'mrl ~ ~ ~ t-

Danger Level = Average Consumption x Maximum Re-order Period for 
emergency purchases 

llAT~~~~~ 
<nT ~ ~ s C'l t, m <nT 
~ 20G'l t, ~ ~ ~ 
7~t,~~mill50G'l 

120 -------------------· Maximum Level 

I100 
.s 

Rmmt q,'t lJt f <'{¥fl 3lf'~ mill ;§, BO 

120 G'l f 1 ~ ri lflilr311' <fi't ~ 
~~~Tfll"lfl 

am:ra~~(Average 
0 
>, 40 

.-i= 

~ :, 20 
0 

-------------------· Minimum Level 

- - - - - - - - - - - - - - - - - - - . Danger Level . 
Stock Level}-~ ~ 
6qqfit4l m TI§ 1W a~~ 
ti ~ TJ'UAT cfi ~ R'1 ~ cnT 
"Sl'mrl ~ ";;flffl t- O'----------

(i) Average Stock Level= Minimum or Safety Stock+ 1/2 (Re-order Quantity) 

( .. ) A S ·k Le l Minimun Stock + Maximun Stock u verage toe ve = ----------
2 

~-ll'N~clil ~~~,ifT'fft-t1 
~: ~ ~ ( ~ ~) cfiT ~ (Determination of Reorder Point or 

Reorder Level}-~ cffl' :«R ffl f m ~ ~ <fi't ~ q,'t 'ffl 'l§'q' (Fresh supply) Jf11<f 

ffl cfi ~ ~ 3lf'~ cnT <liTlf 3ffiRl ~ ~ ~ ~ ~-fclffl ~ ~ m ~ m 
'l§'q' Jf11<f ~~I~ «R 3fNq,11'1 ~ ~ ~ ~ cfi ~ -m ~ ~ ~ ~ ~ 
~ -;jf@J t ~ ~ ~= ~ ~ am~~ cfi ~ mirm qft "'!00 cnT ~ "flTlrn1 q,'t 
'ffl 'l§'q' Jf11<f ~ ~ ~ ~1 3flql(4q,\'lt31i qi)~ ffl cfi ~~~I ~ ~ cnT ~ 
R'1 ~ qif{q,1 ~ ~ ffl t-

( l) ~~~(Lead Time), 

(2) ~ ~ ~ "flTlrn1 cfi ~ q,'t ~ (Daily Consumption Rate), 

(3) ~ ~ (Ordering Periodj ~ 
(4) ~ ~ ~ ~ W~ ~ (Minimum Stock Level or Safety Stock) I 

~: ~~qft-Tf'O"AT (Calculation~fReorder Point}-~ TJ'UAT cfi ~ R'1 ~ 
~~-;;rratt-

(1) ~ m-q,jl-~ qft Gt narr ~ atclftf ~ w ~ ~ -g)- (Whe~ 
Rate of Usage and Lead Time are known with certainty}-~~~ wf8:IB ~ (Safety 
Stock) q,'t 3flql(4q,\'II :m ffl f1 3ffl: ~ ~ ~ ~ ~ ~ ~ "'!00 ffll ~ 
~~-

Reorder Point= Rate of Usage x Lead Time 

(2) 7afm-q,jl-~i!ftGtcliT~~-g)-ovr~ 3Mftr ~cliT~nt 
-g)'~l:f1 q(lqJ.ft4, gt (When Rate of Usage is known with certainty and Lead Time is 
also known but is variable}-~~~~~~~~~ q,'t ~ ~ ~ 
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wrntlITTJT* .~~~~~m~"Tf=~~"'1TJUAT*~~-q~f<iim 
1ft ~ cfiT m ~ ~ ~ t-

(i) Reorder Point= Minimwn Inventory+ Average Usage during Lead Time 

(ii) Reorder Point = Rate of Usage x Maximum Lead Time 

(3) -mr 'ffllfdt ~ cfiT c~:nmr 1" ~ qflc1 if.wHM g)' ant~ 31cff1f 3Rm(-f 

~ ~ 1T (When Rate of Usage is Known but variable and Lead Time is known with 
certainty}-~ W!tffi -q ~ 31qf-q ~ -q WrnT ~ G\ -q 3WTI ~ ~ ~ ~ 
~ "'1 ~ q;r.ft m ~ Tf: ~ ~ "'1 TJUAT ~ ~ ~ ~ cfiT m ~ 
~-

(i) Reorder Point= Minimum Inventory+ Average Usage during Nonna! Lead Time 

(ii) Reorder Point= Maximwn Usage Rate x Lead Time 
< 4) ~mq'ljt~cfifc{'{(ffll~ 31cff1f 3Rfm'f ~lf ftn,J'¢ qfle1 d-teftt-1 ~ 

(When Rate of Usage and Lead Time are known but are variable}-~W!tfo-q ~ G\~ 
~ 3Tclf'f ~Gffl'-q~~~~~~~mo~"Tf: ~~ "'11TUAl 
~~f.tt:f~m~~~t-

(i) Reorder Point= Minimwn Inventory+ Average Usage during Lead Period 
(ii) Reorder Point= Maximum Usage Rate x Maximum Lead Time 
Illustration I. "Q;qi q;i:q;:ft a;q.ft WrnT cf>1 1,250 ~ ~ ~-q ~ q;«ft ti 3mffi 

TI1WTG\250~~~.31Ncifil11-lTI1WTG\300~~~.~w:rq2~ 
3'.ffi~S:ra~ lOO~fl"Tf: ~~.~.~~3mffi~~~ 
~I 

Solution: 
(I) Reorder Level = Minimum Inventory + Average usage during Lead Time 

= }()() + (2 X 250) = 600 units 
(2) Minimwn Inventory or Safety Stock = 100 units 
Alternatively, Minimwn Inventory = (Maxi.nnun Usage Rate 

-Average Usage Rate) x Lead Time 
= 2 (300 - 250) = 100 units 

(3) Maximwn Inventory= Minimum Inventory+ Lot Size 
= 100 + 1,250 = 1,350 wtits 

Alternatively, Maximwn Inventory = Reordering Level + Lot Size 
- Minimum Consumption during Lead Time 

~ 600 + 1,250-(2_ X 250) = 1,350 wtits 

M
; . I Lot Size 

( 4) Average Inventory = lIUillDm nventory + ~ --
2 

= 100 + -1•2- 5
-
0 = 725 units. 

2 
Illustration 2. ~ ~ ~ ~3TI ~ (a) Tf: ~ ~. (b) -m'~ ~ 3ffi 

(c) ~ ~ ~ crit-
Procurement Time(~~) 

Safety Stock (~~ ~) 

Reorder quantity ( "Tf: ~ lITTJT) 

Average weekly consumption ( e1«11fucifi ~ ~) 

4weeks 

5 weeks 

2,000units 

l,200units 



Maximum level allowed ( ~ ~ ~) 

Minimum consumption in 4 weeks ( 4 ~ -q ~ ~) 
Solution: 

~ f.lq.::rco, /39 

20weeks 

450units 

( a) Reorder Level = Minimum Inventory+ Average Consumption during Lead Time 

= (5 X 120) + (4 X 120) = 1,080 units 

(b) Maximum Level = Re-order Level + Re-order Quantity 

- Minimum Consumption during minimum lead period 

= 1,080 + 2,000- 450 = 2,630 units. 

(c) Minimum Level= Reorder Level - Normal usage during Lead Time 

= 1,080 - (4 X 120) = 600 units 

Alternatively, Minimum Level= 5 x 120 = 600 units 

Illustration 3. ~ ~ X am Y qi'f ~ f.p:;y ~ 'B ffl f-
mitR offl 300~JJ@~ 

3tfttq,d'I ~ 450~ JJrn ~ 
~om ·15o~JJfu~ 
~: ~ ~ X - 2,000 ~ am Y - 4,000 ~ 
~: ~ ~ X-4'B 6~ am Y-2'B 4~ 

~ ~ c6" ft;rq T("OFll ~-

(1) ~= ~ «'R, <2> 31!'~ «'R, (3) ~ ~ am (4) a~, 
Solution: 

ComponentX Component Y 

(1) Reorder Level= Maximum Usage x Maximum Reorder Period 

= 450 X 6 = 2,700 units = 450 X 4 = 1,800 units 

(2) Minimum Level= Reorder Level-(Normal Usage x Average Delivery Period) 

= 2,700- (300 X 5) = 1,800-(300 X 3) 

= 2,700 - 1,500 = 1,200 units = 1,800 - 900 = 900 units 

(3) Maximum Level= Reorder Level+ R~order Quantity-

(Minimum Usage x Minimum Delivery period) 

= 2,70(.l-t· 2,000-(15u x 4) = i,800 + 4,000-(150 X 2) 
= 4,700 - 600 = 4,100 units = 5,800 - 300 = 5,500 units 

( 4) Average Inventory = Minimwn Level + I of Re-order Quantity 
2 

1 1 
= 1,200 + - of 2,000 = 900 + - of 4,000 

2 2 
= 1,200 + 1,000 = 2,200 units = 900 + 2,000 = 2,900 units 
Maxim.mi Level + Mininnun Level 

or 
2 

= 1•200 + 4,lOO = 2 650 units 
2 ' 

900 + 5,500 = 3 200 units 
2 ' 

(This formula is used when re-order quantity is not given.) 
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(Il) fi:l?i&Fc.ft ~ lITTIT <'lcfi .. flcfi (Economic Order Quantity Technique) 

-q;ifi ~ 'q'{ m-q!ft ~ ~ qft ~ lIT5IT sfi1:f qft ~. ~ ~ ~-~ tn1 "Q;ifi 

~ m Jiilctj'{uf ~ !1 -q;ifi cp:q;:ft 'iih1 3l~cfi_(1tl'1 'mrf tf ~ qi'f ~ 'filivfl ~ ~ 
~~ lIT5IT "q.sfi1:f ~ ~ mi@ ( carrying costs)""~ t ~ 'ifil:r lITTfl -q' sfi1:f ~ ~ H' 
(Ordering Costs)~ ';ifl'ffi t, ~~ 'q'{ ~ "11 ifi:ffl q;y ~ ~~ 't!T<fT ! 3ffi 3m:R ~ 
fcm.fflT ~ ~ -q ~ qft wqfff qi'f ~ 'filivfl 1:!lol t1 am: ~ ~ 'tf\ sfi1:f qft ~ 
~ mimt qft lIT5IT lrrct~i.Jl'{4cfi ~ 1'ft ~ ~, ~: ~ ~ ~ ~ c(i 
~qft~t, 

~ ~ ~ c(i ~ -q ~ femtft ~ ~ ~ ffl1Tffl (Ordering Costs) 
am lR11l ffl1Tffl (Carrying or Holding Costs)~ 'aN ~ ~ 'filivfl imJ t1 ~ ffl1Tffl 
qi'f ~ ~ ll'R-f ~ ~ ctil ~ ffl ..,, lf1mf ffl1Tffl ~ itffl ti ~ ~ ffl qft "ffil'@ 

(acquisition costs or procurement costs) 'ff~ ti ~ ffl1Tffl qi'f ~ wrn1 m qft 
ffl1Tffl ~ mr t, ~ ~ -qr,n ~ t m mimt ~ sfi1:f c(j ~ ~ qft ~ ~ M am 
~~~~~ii~~ mirn1 ~~~~I~ 3lR ~ sfi1:f 
~ mtt-~ lIT51T3ll c(j ~ ~ ';jfffl t m ~ ~ ~ ~ ~ ~ ~ ~ 
~I ~ ~ ~ "ffil'IB am ~ "ffil'IB ~-ctm qft fcrotft f1 ~ ~ ~ c(i 
~-q ~ ~ fcrotft ffl1Tffl c(j ~ ~ ~ ~ ,jj@f t, ~ ~ lIT5IT 'q'{ -q ~ 
H' -q;ifi ~ itm t ~ ~ ~ ffl1Tffl qi'f mrr ~ mr t, 
~ ~ ~ qft 'l"fO'Rl c(i ~ A+-1fct~c'I ~ <tl 3llcil~llcfitll irffl t-
(i) ~ ..,uaecHfifll (Annual Requirement)--~~~ c(i ~ ~ "ll"rf 

c(j ~ ~ ~ qft ~ lIT51T tam~~ 'R' W"G qi'f m f.fim ,jj@f ti~ w-J "q 
el'<lill!<ti ~ ~ ~iq~l!cfidl G1 t "ffl G1 l'Jt "q;:AT ~ ~ qyf'ifq;- 3ll•'Hllcfitli qft 'l"fO'Rl ~ ~ 
~I 

(ii) ~fflTTW (Ordering Cost)--lff "Q;ifi ~ ~ am ~ ~ ffl qft "ffil'IB !1 
~ "ffil'IB cfil '115tlf'1<fi ~ ~ 'filivfl ~ °ififdi imJ t ~ ~ 'l"fO'Rl -q ~ 3Rcfi ~ 
t1fAifctt1 ~ t FiA'cfi1 ~: W<f ~ "ffil'IB-::rm ~ qft \il'I ll"cfi"ffl ti~~ 1'ill 31~Hl(!OI 
Jl'q';f ~ ffl, ~1'1fcfifit1f~ qi'f "t1ffl WTR ~ ~ ~ -i:wA, ~ ai,'lffict,af qi'f ~ ffl c{ 

~ ~ ~ ffl, 'qRi ~ 'q'{ ~ ~ ffl ~ qft ~ t1fAiR1<1 irm t, ~ ~ 
qi1l ii~ 3iftrcf;, afct-if&a ~ H' Wl1ffl ~~~ti 3«1': ~ qi'f 31iqiR ~ 'tf\ 
wrn1 qft W<f ~ ~ "ffil'@ ~ irm -ilTffi t, cfff qft ~ ~ "ffil'@ qft 'l"fO'Rl ~ ~ 
~f<i-lforn q_;r qi'f m ~ ,jj@f t-

Annua1 Ordering Cost = R/Qo x Cp 

Where, R = Annual Requirement 

Qo = Economic Order Quantity 

Cp = Cost of placing an order 

(iii) cfg;f ffl1'@' llT ~ ~ (Holding or Carrying Cost)-~ ~ wrn1 qft 
-q;ifi ~ 'iih1 ~ cfff ~ ~ -q -m ~ m qft ~ ~ mr ti ~ ~ qft "ffil'@ -q ~ 
ffl11T c(i ~ m ~ ~ ~ qi'f ~. mimt ~- fqHqif_,,a ~ 'tf\ ~. ~ ~ qi'f 

~. mimt ~ ~ ~ ~ ~ ~ ~ W!A, 'q'!'lllR, ";JT'Cf-tf@ 'q' ~ qft q;,:fi ~ m ~ 
t1~fi:1<1 ~I ~ t fcfi ~-~ -q f-;@";ft 3lftrcf; tll'iW nsft ~. ~ ~ -m "61 ~~ 
i@T ~I mimt qft ~ ~ 'ffi'lffi qft 'l"fO'Rl c(i ~ H+-1fctfoaa ~ qi'f m ~ ,jj@f t-

Annual Carrying Cost = Qo/2 x Ch 
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Where, Qo = Quantity to be ordered (or Economic Order Quantity) 

Ch= Cost of holding a unit for an year 

~ ~ ~ (Safety Stock) -rar ~ t m ~ "ffi1IB <fil TfURT f.Jr;:r ~ cfil ~----
Annual Carrying Cost =-( Safety Stock + ; 0 

) x Ci, 

~~-..ft "mt@~~ -qr,rr ~ ~ ~ cfiB cfil "ffi1IB cfil • ~~ cfil ~ 
~ 11<ft t ~ ~ f'tl::l~Rld fflR1cfiT ~ ~ lfln' t_:_ 

_'fl'f1fi'tt1fft'""1ffl' ~ ';r~fflcfft-ffll@" 
l.~~~1'{~ imfl lf_ir' ctTT ~ ~ 
2.cf>{~~ ~ ~ ~. am: 3*-rr cfil m 
3.•am~c6"oqtf ffl f.fflft "tR ~ 
4. mimt ffl1 am f~N<t>14 -sr,m: ~fttao1.141 ~ ~ (Uneconomic 

production runs) cfil ~ ~ 
5.~~~am~ lllff-l§l11@ cfil m 
6.~ ~ sfi<I" ~ ~ -~ 

7. ol.lf.Rl11d ~ <lit ~~~ctTT~~ 

~~mcf>lffll@l'qjj~T@q-.ifc6"~<6"3Tim("tRWTT4T-;;fl~i 

~ ~ ~ ~ ffl cf>1 ~ ~ 31:['flf.td '1m t1 

fthioQefl ~ 1fflrT lfiT P-liif(OI (Determining the Economic Order Quantity)

fi:racill<U ~ imfl qjj ~ ~ cf,1 ~ m;n ~ mt t ~ JI@ a:{qff.f ~ cfil cw'·~ 
~ 111 ~ 'Standard Order Quantity' ~ 'Economic Lot Size' \:ft ~ l1 fi:racill<U 
~ imfl ~ ffl cf,1 m-t ~ t-

(1) 'll"' ~ ~ ftrftr 111' ~ ftrftr (Trial and Error Approach)-~ ~'l ~ 
~~~~cf>l,iffifft~~311ctilU<6"~m'"tRcwf~~.~ 

'-fR11T ~ ~ ~ ~ ~ -iffitt t ~ m ~ ~ <6" -m "tR ~ ~ "ffi1IB 

~~.~~~irr;rr111ft1,fcti~cfifcRam~~t,am:~~~~ 
cfil -;;rnfi f I . 

Illustration 4. ~ ~ ~ cwf ~ ~ ctTT 1!_tT ffl ~ ~ ~ l{WI cfil 
15,625 ~ 12 ~o JI@~ cf>l ~ ~ sfi<I" ~fl~ "ffi1IB 60 ~o JI@~ f o~ 
minfi ~ cf>1 ~ 1.20 ~o JI@~ f 1 1il'f "Q'.ct fcnri ~ IDU ~ ~ imfl cf>1 TfURT 

q;U1 

Solution : Table Showing Inventory Costs at Different Order Sizes 
1· 

Q=S00 Q=7S0 Q = 1,000 1. Q = 1,2S0 Q = 1,500 
~ ~ ~ ~ ~ 

Inventory Carrying ' 500 x 120 
750 x L20 j l,OOO X L20 l,250 x L20 i5oo x t20 

Cost=_g x C 2 I 2 2 2 2 
2 b = 300 I =45o =600 =750 = 900 

http:31j'flf.ld


Ordering Cost 15,625 X 
60 

15,625 X 
60 

15,625 X 
60 

15,625 X 
60 

15,625 X 
60 R 500 750 1,000 1,250 1,500 =-xC 

Q p = 1,875 = 1,250 = 937.50 = 750· = 625 

Total Cost 2,175 1,700 1,537.50 1,500 1,525 

~ ~ * ~ i ~ ~ ~ lITTIT 1,250 ~ i ~ ~ ~ 3TI<fiR 
. qil ~ ffilIB ~ i1 

2. fd1"5)'lfl4 fffir (Graphic Approach}--~ ~ 1ITTl'1 f~~<&1<l <1IB * 'iTI ~ 
qi1 ~~ti~ urn~ 3RPfu 'm{lTf, ~am~ 'ffil@l cit v-3™~ R&<.11~1 \jj@J t 
~ X-3™ q;y ffl ~~~cf;~~ \i!@lfl ~ ~ ~~ ~ ~-~ 

'm{11T ~ ~ l ~ ~ 31lm ffilIB ~ 31fqiR ~ -q'{ 'Ef2'ifi l1 ~ 'ffil@l cfil 

~ 'E2iA ~ <TTnl i ~ '16 ~ v:m 'ffil@l qiJ <JtlJ mcft t mcfil ~ ~ 31fqiR cf; 
~ fcfq-fuf men ti 

~qq,3:m:@~'ffil@ y 

3ffi@ 'm{11T ffil@ * 3lf~ mcft t , ~ 
~rarfiR'ffito'-fl~~ 
ffil@3ffiffi~ ffi1@ *cfi"Clm~ 
t ~ ~ rar ~~ti 3«J: ~ 
~ * ~ {W@ rar fTr«fl t o'-fl 8 
3m:@ ~ ~ cf; a:flmr 'm{11T 

{W@ * ~ ~ m \JJR ~ 
~ "ll6 ~ w@t ti ~ ~ ~ I Ordering Cost 
~ ~ ~ mcft t, ~ ~ 0 """' ---0-rd_.e._r -Si-ze---•x 

~ l'.ll?IT ~ti~ 1ITTfl ~ ~ 
~ "<."l'Pm am ~ 'm{11T 'l-lJT@ ~ 
w=iR ~ l1 ~ 'ffil@l qiJ ~ ~ ~ ~ -q'{ ~~ti 

Illustration 5. ~ 'tfilf -q ~ ~ cfi1 crrfttcti 't!T7T 1,600 ~ t. ~ Ri'll' ~ 200 
~o 'SIIB ~ t ~ 'ffiT@' 250 ~o JI'@~ am~ 'i.fRVT ~ 20 ~o JI'@~ JI'@ cflf 
ti~ cflf iX ~ cti1 mgqy 2, 4, 8, 12, 16 ~ 32 mm f«4~<&1<l <1fu rn ~ ~ 
~ Rmfrn~: 

Solution: .Calculation Table 

Number of Orders 

2 4 8 12 16 I 32 

Ordering Quantity (in units) 800 400 200 133 100 50 

~ ~ ~ ~ .~ ~ 

I . Inventory Carrying Cost 

(~ X Ch) 

8,000 4,000 2,000 1,330 1,000 500 

2. Ordering Cost ( E x CP ) 

I 

500 1,000 1 2,000 3,000 4,000 8,000 

Total Cost :1 8,500 5,000 4,000 4,330 5,000 8,500 
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Graph Showing E.O.Q. 
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1oy200 300 400 soo eoo 100 aoo 
E.O.Q. Ordering Quantity (in units) 

3. •lfo1tihc l1T ~ ~ (Mathematical or Formula Approach}-~ ~ 1TI'?lT 

~ ffl c'fft 'lffi ~ am ~-~ tlfif f1 fira&r:ft ~ 1TI'?lT ~ ~ (Carrying 
Cost) am 3l-~ ~ ~ ~ ~ (Cost ofnot carrying or ordering cost) c'fft ~ fcrotft 
~qi'~~~fflc'fft~t~fifi~flmm~qiT"lTT1J~~ 
~ ml 3,cl': ~ ~ c'fft &tl:iill C:ffl' 1TI'?lT ~ f-ffi "Cl'\ ~ tTT{tl'T ~ ~ 3l-~ 
ffi'lTffi' qi' 1fUsR "8)' ~-

For every E.O.Q. level: Ordering Costs= Carrying Cost 
R X cp ' ' Oo X c;. 

~ 

Oo 2 

or 
2 Rx cp X 2 

Oo c;. 

or -J2.R.CP Oo - c;. 

Where, Qo = Economic Order Quantity (E.O.Q.) 

R = Annual Requirement in units 

Cp = Cost of placing an order 

Ch= Cost of holding one unit of inventory for one year. 

Illustration 6. f.l1-1f1.1f61<1 ~ ~ ~ ~ 1TI'?lT q;l TJ11AT <liU 3m ~ ,ft~ 
fcfiq'ff-qfcficA~~~I 

"51ftrqff mlTiftqiT~ 
"51@ ~ ~ ffi?@ 

~ ~ c'fft "51@ ~ ffi?@ 

m~ 

10,000~ 
25~o 
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Solution: 

= ✓2.R.Cp = E.O.Q. 
2 X l 0,000 X 25 5,00,000 

= 
Cb 4x2 2 

100 25 

5,00,000 X 25 1,25,00,000 = ----= 
2 2 

= .J 62,50,000 = 2,500 kgs. 
. Annual Requirements 

Number of orders to be placed m a year= -------
. Economic Order Quantity 

10000 = -'- kg = 4 orders per year 
2,500 

Illustration 7. ~ f.!1mlT ~~an*~~ 30 ~o Jira~ cfl1 ~ * ~ 
t1 <fi<'J ~ ~'-!~di 800 ~ cfll ti R"ifclf<lid am ~ ~ t
~ ~ ~ 3llll' 10% 

~.~,cti"{Jl@~Jlracf!Ji I ~o 

~ ~ ~ cfl1 ffil@ 100 ~o 

~ ~ 'tJBIT ~ ~I 

Alternate method on next page. 

f,;n,c4ql ~ -qm 31h' ¥ ~ ~ (E.O.Q. and Total Inventory 

Cost)-~~1TI'SIT~~~~~~f1~~ffil@cflllJ1JRT~cfi 
~ ~ ffil@, mtrnt ~ oiU 'Elf{Q1 ~ q;J ~ ffl t, 

Total Inventory Cost (T.I.C.): 

(A) Total Ordering Cost=~ x CP 
Qo 

(B) Materials Purchase Cost= R x P 

(C) Total Carrying Cost : 

If safety stock is not maintained : 

Total Carrying Cost= Qo x ½ 
2 

If safety stock is maintained : 

Total Carrying Cost= ( Safety Stock+ ; 0
) x Ch 

Total Inventory Cost= (A) + (B) + (C) 



Alternative Method : 

Statement Showing Determination of Economic Order Quantity 

Requirements Order No. of order Average Cost of Material Ordering Carrying Total 
Quantity per year Inventory (A) Cost Cost Inventoty 

(B) (C) Cost 

(R) (Qo) (~) (;o) (Rx P) ( ~ xcp) (;0 xch) (A+B+C) 

-

800 800 I . 400 
' 

800 X 30 = 24,000 IOO 1,600 25,700 

800 400 .. 2 200 800 X 30 = 24,000 200 800 25,000 

800 267 3 133 800 X 30 = 24,000 300 532 24,832 

800 ~ 0 IOO 800 X 30 = 24,000 400 400 24,800 

800 160 5 80 800 X 30 = 24,000 500 320 24,820 

800 133 6 r 67 800 X 30 = 24,000 600 268 24,868 

800 I 14 7 57 800 X 30 = 24,000 700 228 24,928 

800 JOO 8 50 800 X 30 = 24,000 800 200 25,000 

As, total inventory costs a;e mif?.imum at 200 units level, hence the economic order quantity is 200 units. Number of orders to be 11 
placed in a year= 4. j 

In the above statement, onlering cost is also equal to carrying cost al 200 units. Therefore, E.O.Q. is 200 units. I 
--~ 
Ul 
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~~-q-
(i) <IR W!lJT ~<TT~·~~ WT~ t-

T.I.C. = ( ~ X cp) +(RX P) + ( <;0 
X ch J 

(ii) <IR W!lJT ~<TT~~~~ t-
T.LC. = ( ~ x CP) + (Rx P) + ( Safety Stock+ ;o) x C~ 

Illustration 8. A~ 36,000 ~ q,1 3ltr-ft ~ 64ic!li~cfitll q,1 6 ~-q ~ 
~ii ~~q,l'ffil@ l <io ii ~ffl(f 25<io fl ~~'ffil@~~qil 

20%~t1~~-;fififq,1~~'ffil@~~,~~1ITTl'Tqilffl 

ctiT<fi fcf;ij;ft ~ q,l ~ q,l ~ ~ t ? 
Solution: 

Q = 36,000 + 6 = 6,000 units, Ch= 20% of Re. 1 = Re. 0.20 

nc = (R x P) + ~ x c + g x ch 
Q p 2 

= 36 000 X 1 + 36•000 X 25 + 6•000 X 0.20 
' 6,000 2 

= 36,000 + 150 + 600 = ~ 36,750 

EOQ _ ✓ 2RCP _ 2 x 36,000 x 25 _ 
3 

000 . 
- --- -----, umts 

Ch 0.20 

TIC= 36 000 X l + 36•00Q x 25 + 3,000 X 0.20 
' 3,000 2 

= 36,000 + 300 + 300 = f 36,600 

Cost Saving= 36,750 - 36:600 = ~ 150 

~ '5mn'f a:ftt' fqaoqtft ~ lffilT (Discount Offer and Economic Order 

Quantity)-cfi'l\-~ mtrm ~ ~ -qr,n -q ~ ~ "q"{ fi:A-f"A ~ ~ ~ ti 
'tITTl'T-~ cfi cmuy ~ q;) ~ qil JI'@~~~ cfit!ir ~ ~ ~ ~ t, ~ 'tITTl'T-~ 
'511-qj' cfiB cfi ~ ~ q;) ~ ~ ~ ~ 'tITTl'Tcfi ~ ~ ~ ~ t ,, ~ qlf * 
~q,1~q;-qjr~~~qilam@~~~~I~:~~~~ 

q;) wrr * ofqcj' ct~-~ ~ 'ffil@ * ,n ofqcj' ~ t ~ ~ ~ 'q,l ~ ~ ~ 
~ ~I ~ ~ q,l c!i@4J~dl cfi '{~icfi1 cfi ~ ~ fqf"Ff ~ q,l ~ ~ · 'ffil@ ~ 
~ m, ~ ~ * ~ ~ 1ITTl'T ~ m cfi ~ ~ ~ fiAT llc cfi ~ 
~ltl';ff31R~~'ffit@q,1TftrR!ffl~l~'i!l'G~~*~"q"{~~~ 

~ ~ 'ffil@ q,l lJ1lRT m t, ~ ~ * ~ ~ 'ffil@ ~ m ~ m T-taoq~ 
~ 'tITTl'T' cfi ~ ~ ffl t, 
~ ~ ~ ~ mtrm qil JI@~~ (P), ~ 1ITTl'T (Qo) ~JI@~~ 

'ffil@ (Cb) cfil R~lijtll< ~ ffl t, mtrm q,1 ~ ~llili~cficti (R) ~ ~ 'ffil@ (Cp) 

*~~mt, 
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Illustration 9. ~ Rlrtuft q;i::q;fi cfi1 mtEft ~ ~ ~ ~ ~ ~'4f.-'tld f;p:;r ~ ~ 
~ ~ 't[],IT cfi1 TJ11RI ~-

~ ~ (c-TI' ll) ~ JIIB c-l ~ JIIB c-l ~ 7Tll1 
250 ~ <.fi1f 6.00 0.40 

250 ~ 800 ~ <.fi1f 5.90 0.30 
800 ~ 2,000 ~ <.fi1f 5.80 0.20 

2,000 ~ 4,000 ~ <.fi1f 5.70 0.10 

4,000 ~ ~ 5.60 

mifITT cfi1 ~ &ll•W-l<hctl 4,000 c-f t1 'tjfqfu 'tlT{UJ ffi1IB JI@~~ c,JTfff qi"[ 

20% JI@ qif ti ~ ffi1IB JI@ ~ 6 ~o ti 
Solution: 

Ch = 20% of ~ 6 = ~ 1.20 

Q =J2.R.CP = 2x4,000x6=.J40000=200tons 
o Ci, 1.20 ' 

Calculation ofT.I.C. for different proposals is on next page. 

Illustration 10. ~ RlffiTI '<h1 fctim ~ m.:rm cf>1 1,000 ~ JI@ ~ cfi1 
3ilc:l~ll<htill t1 ~ ffi1IB 15 ~o JI@~ t1 'tlT{UJ ~ 2 ~o JI@~ ct~ a:ftmr 
~ qi"[ 15% JI@~ JI@ qif ~ f1 mifITT qi"[~~ 10 ~o JI@~ f 1 ~ 
~ 't[],IT ~ ~ <f'ff ~ ffi1IB Hcfilfcl~I RlffiTI '<h1' 2,000 ~ ~ 31f~ ~ 5,000 
~ ~ <.fi1f ~ 1R 5% ~<ft~ t1 ~ 5,000 <-IT 31f~ ~ ~ ~ lR 2% 
3lfuftcffl cfiGral <ft~ -t, "ffi1T ~ -q ~<ff~~ ? 

Solution: 
~ 3ilc:lllll<hdl R = 1,000 x 12 = 12,000 units 

~~JI@~ P= ~ 10 

~ ffi1IB Cp= ~ 15 per order 

'tlT{UJ ffi1IB Ch= ~ 2 +PX 0.15 = ~ 2 + 10 X 0.15 = ~ 3.50 

EOQ=J
2

RCP = 2 xi 2,oooxl 5 =320.17or321 units 
Cb 3.50 

TIC at EOQ = Purchase Price + Ordering Costs + Carrying Costs 

= (R X P) + ( ~ X CP ) + ( ~ X Cb ) 

= 12 000 X 10 + 12,000 X 15 + E._! X 3.50 
' 321 2 

= 1,20,000 + 561 + 561 = ~ 1,21,122 

Total Cost at EOQ of2,000 units= 12,000 x 9.50 + 12
•
000 

x 15+ 
2
,000 x 1425 

2,000 2 

= 1,14,000+90+3,425= ~ 1,17,515 
. 12 000 5,000 

Total Cost at EOQ of 5,000 units= 12,000 x 9.30 + -' - x 15 + -- x 3.395 
5,000 2 

= 1,11,600 + 36 + 8,487.50 = ~ 1,20,123 .50 

http:1,20,123.50
http:8,487.50
http:2+lOxO.15
http:2+PxO.15


Table showing the T.I.C. for different proposals 

Annual Order I No. of order Average Cost of Material Ordering 
Requirements Quantity per year Inventory (A) Cost 

I 
(B) 

(R) (Qo) (;) (;o) (Rx P) 
(; xcp J 

I 

4,000 200 20 100 4,000 X 6 = 24,000 120 

4,000 I 250 16 125 4,000 X 5.90 = 23,600 96 

4,000 800 5 400 4,000 X 5.80 = 23,200 30 

4,000 1,000 4 500 4,000 X 5.80 = 23,200 24 

4,000 2,000 2 1,000 4,000 X 5.70 = 22,800 12 

4,000 4,000 I 2,000 4,000 X 5.60 = 22,400 6 

As, T.I.C. is minimum ( 1(' 23,694) at order· quantity of 800 units, hence E.O.Q. = 800 units. 

Carrying 
Cost· 
(C) 

(;
0 

xCh) 

120 

148 

464 

580 

1,140 

2,240 

Total 
Inventory 

Cost 

(A+ B + C) 

24,240 

23,843 

23,694 

23,780 

23,952 

24.646 

""' 00 

·--i 
I 
11. 

I 
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The manufacturer should opt the alternative of5% discount and order for 2,000 units 
at each time because at this option, the total inventory cost is the minimum. 

·qi~i:fi Rrftf (Alternate Method}-fcff',:r,:;J ~ ~ ~ ~ ~ cfi' ~ cfil 
~ h,f~cfi ft.nlf ~ f ~ ~ ~ ~ cfil ~ Gf'c@ (Net saving) l:l'T ~~~(Net 
Inventory Co,t) ~ lJ'URJ ~-1 ~ ft;rq fcff,:p;J ~cfifl."'lcfi ~ ~ 3Rf1@ 'Sl'J1<f ~ ~ 'EffiVI 

ffl1Rf~~~q;y~~~Gf'c@l:l'T~~~cfil~l~~ct,1~ 
~~~it~~~~ it, qgt ~ ~ 1WIT ~. 

Illustration 11. ~ q;tq.ft <fl1 IO~ cfil 3-tl•Wlciidl 6,300 ~ Cft1 f I JI'@ ~ 
~ "ffi1ffl 10 ~o f ~ JITTf ~ 'EffiVI ~ 0.26 ~o t1 q;tq.ft 'ifi ft;rq f.li.t@ f &d ~ 
fflll.t- . 

Lot Size ( ~ ~) Discount per unit (Jffif ~ ~) ( f) 
1-999 0 
1,000 - 1,499 

1,500 - 2,499 

2,500 - 4,999 
5,000 and above 

fi@olflft ~ lID1T ~ ~I 

Solution: 

0.010 

O.Ql5 

0.030 

0.050 

2 x 6,300 x IO I 26 000 
E.O.Q. without considering the discount= ---- = ' ' 

Q26 Q26 

""700 units (approx.) 

Determination of Minimum Total Cost on Different Order Sizes 

No. or Order Avenge I Carrying Ordering Total Discount 
Orden Size Inventory I Cost Cost Inventory Saving 

(Units) (Units) (~ (~ Cost(~) ( ~) 

I 6,300 3,150 819 10 829 315 
2 3,150 1,575 410 20 430 189 
3 2,100 1,050 273 30 303 95 
4 1,575 787.50 205 40 245 95 
5 1,260 630 164 50 214 63 
6 1,050 525 137 60 297 63 
7 900 450 117 70 187 0 
8 787.50 393.70 102 80 182 0 
9 700 350 91 90 181 0 
10 630 315 82 100 182 0 

Net 
Inventory 
Cost(~) 

514 
241 
208 
150 
151 
234 
187 
182 
181 
182 

Hence, if quantity discounts are available, the company should place four orders of 
1,575 units each, as net inventory cost is minimum ( f 150) at this option. 

(Ill)~ 3tiftT11A flcfi-1lcfi (Perpetual Inventory Technique) 

~ ~ 'ifi 3Rf1@ -mlHft cfil ~ ~ ~ ~ f.riltA' Cfi ~ ~ 'ffiID -q 
-mll'!ft Cfi ffi cf>1 lJ'1l'RT cf>1 \iffift !1 ~ ~ ~ih:<tilq< ron ~ f.rrffi@ cf>{ij Wflr w-I cnrt -q ~ 
~ ~I m( ~&1q1(1 ~ ~ m< ~ -q q){"ffi t1 31o: m< ~ ~ f.A ct,lt en! Slfqft;?_qi· 
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~~~~~lf0Rfcf>1~M~t1-srrak-,m~ "-:· -=iR~~~ 
~ ~ ~ cfiT ~ fctim ~ ~ ~ ~ ~, <lfu: ~~~mm ar-m ~ 
cfiRUTI ~ ~ ~ ~, ~N<t>l~. ~ ~ ~ ar-m m ~ ~ ~ ~ ~ am: 
r~fcl<t>l~ ~ 1 m m ~ cfiRUTI cm ~ ~ ~, 
(IV)~ cnl qiIT<fi(OI- A, B, C qiIT<fi(OI 

(Classification of Inventories--Tbe A, B, C Classification) 

~ ~ ~ 3RflIB ~cm~~ m;n -q: ~-~ ~ cft;:r qtjf-q' ~ ~ 
~ t-A, B am: Cl A, ~-q' ~ ~an cm ~-;jf@T t ";;fl~ tam:~~~ -q' 
f;;i:m ~ "lTT l-l~fq'{uf -.WI '8fw.lf(iil1 ti~ "ITT~~ 'it~~ ll ~ ~ lIT51T 
*~mm t, ~~an~ 1:r~ ~ ~ t, 'B' ~*~~an qil '8fw:ir~a 
~t-;;n~-q 'A' ~cf>1~an~ ~~~~ll~ffltl 'C' ~-q 'A' 3m: 'B' 
~ -q· <-1f"1f~11 ~an~~ ri ~an cm t1fair~11 ~-;jf@T ti ~ ~ ~ "lTT lIT5IT 
-q: mcfi ~ ~-q: ~~mm ti A, B, c q•ffcfi<o1 -q: t111-114.lM1 ~an cf,1 ~ am:~ 
-q: ~ ~ cfi1 ~ mm t-

o> 'A· ~ -q: ~ ~ cm '8fair~a m t ~ ~ ~ ~ cf>1 5 ~ 10 ~ ~ 
~ t ~ ~ ~ ~ -q: ~ lTlfl ~ ~ ~ ~ cfiT 10~ 15 ~~mm t, 

(2) 'B' ~ ll ~ ~ ciil flf41f~d ffl t ~ ~ ~ ~ cf>1 20 ~ 25 "Slftmn ~ 
mm t ~ ~ ~ ~ * ~ lTlfl ~ ~ ~ cfiT 15 ~ 20 -smmn ~ mm ti 

(3) ·c· ~ -q T-i ~~cm t1fair~11 ffl t ~ ~ ~ ~ -cf>1 7o ~ 15 ~ 
~mmt~~~~-q'Timlflit~~~~cfil 5~ 10~~mmt1 
~ ~ lIT5IT -q' ~ ~ 31T'EIT{ ~ ~ ~ ~-~ t fcn" ~ ~ ffl l@'q 

~ ~ ~ ~ i°I 'A' ~ ~ f.rq;:;rrrr cf>1 ~ ~ ~ ~ ~ ~ t, 'B' ~ cf>1 
~ ~ ~ ~ "lTT f.{aji@ (Routine) R?F.ifUT -q' M t' <lilT 'c' ~ cf,1 ~an ~ 
~ f.rF;;roT Tim -;;i@T· i-1 ~ q•ffcfi<OI 'fl'T ~ ~ (Selective Control) i-1 A, B, C 
c:4,ff<fi< 01 cfiT ~ ~ ~ 
<t-l.lt:ii!.lcfi<OI ~ lFTT t, 
~ ~ ~ ~ f fcn" 100 

'A' ~ -q ~ cfiT 'lTTTl" lIT5IT cf>1 90-4-------

~ -d ~ ~cfil 10 -smmn ~ i 00 

~ cf>1 ~ ~ ~ ~ cfiT 80 fi ?O 
"Slftmn t1 'B' ~ -q t1faiR-!11 ~ ,ft 60 

lTT;rr~~~~~cfil20 !~ 
1l'@ffl <lilT ~ cf>1 ~ ~ ~ 1Fi ~ 50 

cfiT 12 -smmn t, 'c' ~ il '8faif~a ~ 40 

ffl_~ cfiT 'lTTTl" lTT;rr~ ~ ~ ~ t 30 rt: rt: 
~ cfiT 70% 0~ ~ cf>1 ~ ~ 20 ,16- ,16-

~ ~ cfiT 8 "Slftmn ti~ cf>1 10 :_ ~ 
~ ~ 'A' ~ ~ ~~ ---.. ECl 
f.l~..,.01 , 's' ~~~am: 'c' 0 --~,--,-.....-----....----.......--.. 
~~~~~~t, 10 20 30 40 50 60 70 80 90 100 

~~cfil "Slfumr 
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Illustration 12. f.li:.ifcr1f@a fcfcRuiT ~ ABC ~ ~ qft ~ ~ "Cfi'U-
Item Units Unit Cost 
1 7.,000 5.00 

2 24,000 3.00 
3 1,500 10.00 
4 600 22.00 

5 38,000 1.50 

6 40,000 0.50 
7 60,000 0.20 

8 3,000 3.50 
9 300 8.00 
10 29,000 0.40 
11 11,500 7.10 

12 4,100 6.20 

Solution : Ranking of Items According to their Usage Value 

Item Units Unit Cost Total Cost % of Total Ranking 
Cost 

~ ! ~ ~ 

1 7,000 5.00 35,000 9.8 4 
2 24,000 3.00 72,000 20.2 2 
3 1,500 10.00 15,000 4.2 7 
4 600 22.00 13,200 3.7 8 
5 38,000 1.50 57,000 16.0 3 
6 40,000 0.50 20,000 5.6 6 
7 60,000 0.20 12,000 3.4 9 
8 3,000 3.50 10,500 3.0 11 
9 300 I 8.00 2,400 0.7 12 
10 29,000 0.40 11,600 3 .3 10 
11 11 ,500 7.10 81 ,650 

I 
23.0 1 

12 4, 100 6.20 25,420 7.1 5 

3,55,770 100.00 

Table Showing ABC Plan 

Item in Item · %of Value Cumu- Cumu- ¾of Category 
order of Numbers Total lative lative Total 
ranking Items Value Percen- . Value 

I ~ ~ tae:e 

I l 
81,6)0 81 ,650 23.0% 

I l 59.2% 2 3 25% 72,000 I 1,53,650 43.2% A 

3 I 57,000 2,10,650 59.2% 



. 

4 l 4 

35,000 2,45,650 69.0% 

] 268% 
5 25,420 2,71,070 76.2% 

6 33.3% 20,000 2,91,070 81.8% B 

7 15,000 3,06,070 86.0% 

8 13,200 3,19,270 89.7% 

9 12,000 3,31,270 93.1% 

10 5 41.7% 11,600 3,42,870 96.4% 14% C 
11 10,500 3,53,370 99.3% 

12 2,400 3,55,770 100.0% . 

12 100% 3,55,770 100% 

(V) ~ amffl' ~ ttcti.fh:fi (Inventory Turnover Rate Technique) 

~ ~ ~ ~ ~ ~ ~ \:ft~~~ ti ~ ~ ~ 
A"'1~f&<i t- . . 

(.).,.,,.,.,,..---' ·~(In · T 0 ft. ) CostofGoodsSold 
1 ~-.., "11cm -,,. .... ventory ·umover .NltiO = ------

. · Average Inventory 

A I 
Opening Inventory + Closing Inventory 

verage nventory = . . . 
2 

. . 

~ ~ ~ ""lJURT ffl. -q ~ 1fRwf am f.l'fifu ~ ~ ~~-~~ ~ ~ . 
~~t-

( ) 
n A M . 1 T R . Raw Materials Consumed a l'AW atena umover atio = . 

Average Stock of Raw Materials 

(b) F .. h d Goods T R . Cost of Goods Sold 
1D.lS e umover abo = ----------

Average Stock of Finished Goods 

~ ~ ~ ~ ~ ~-~ ~ <fft a a:rrs <fft irr lJURT ~ t-
A verage Age of Inventory or Inventory Turnover in Days 

= Days During the Period (i.e. 365) 

Inventory Turnover Ratio 

(ii) a~~~~~~ 
(Average Inventory to Total Cost of Production) 

Average Inventory x 
100 

Total Cost of Production 

(iii)~ ll@'qA ~ qiT ~ ~ ~ ~ 
(Slow Moving Stores to Total Inventory) 

= Average Cost of Slow Moving Stores 

Average Inventory 

(iv)~ ~ ~ (Inventory Performance Index) 
= Actual Material Turnover Ratio x 

100 
. 

Standard Material Turnover Ratio 



~ F-tc.1~01 / 53 

Illustration 13. f.ti.oifclfoid ~ ~ ~ 3lJqcf ~ cfil lfO'l";fl cfi'U- ~ 

Material in hand on 1-1-2019 (~~ 1-1-2019) 25,000 

Materialinhandon3l-12-2019 (~~ 31-12-2019) 15,000 

Purchases during the year (cf!f ll' ~) 1,90,000 

Solution: 

Calculation of Cost of Material Consumed: 

Opening Stock 

+ Purchases during the year 

- Closing Stock 

Cost of Material Consumed 

Calculation of Average Stock: 

~ 

25,000 

l,90.000 

2,15,000 

15,000 

2.00.000 

A S k 
Opening Stock + Closing Stock 25,000 + 15,000 

20 000 verage toe = 
2 

= 
2 

= , 

(.) M . 1 T Ra . Cost of Material Consumed 2,00,000 
10 

. 
1 atena umover t10 = ---------= ---= times 

Cost of Average Stock 20,000 · 

(. ') M ·a1 T (" da ) Days during the year 365 6. da u aten umover m ys = · . . = - = 3 5 ys 
Material Turnover Ratio l 0 

Illustration 14. ~~~~an~ 31 lIT'i't 2019 cfiT ~ ~ i:(@ qtf ~ ~ 
Sldl~<f>l~ f.r:r;;;ivJ ~ ~ ~ cfil lf11RT ~-

1-4-08 q;) mqJft mYJ ll' 
cf!f -q mqJft cti1 ~ 

31-3-2019 cfiT mlUft 6TYf -q 
(l)~~

~'A' 
~ 50,000 
3,80,000 

30,000 

~ ~ "ffi7T<f-'A' = ~ 10,00,000 m 'B' = ~ 7,50,000 

(2) ~ TJ@l{R ~ cfil - "ffi7T<f 'A'= ~ 5,000 m 'B' = ~ 50,000 

(3) lff;p.fi ~ 3lJqcf ~ = 4 : l 

· Solution: 

~·s· 
~ 1,75,000 

2,50,000 
1,25,000 

Cost of Material Consumed= Opening Stock of Materials.+ Purchases of 
Materials- Closing Stock of Materials 

Company A : 50,000 + 3,80,000 - 30,000 = ~ 4,00,000 

Company B : 1,75,000 + 2,50,000 - 1,25,000 = ~ 3,00,000 

A l 
· Opening Inventory + Closing Inventory 

verage nventory = __::..--=-------'---

2
- - .....;;;..----'-

c A 50,000 + 30,000 ,,. 40 OOO ompany :-----=, , 
2 

C B . 1,75,000+ 1,25,000 = "' l 50 OO0 ompany . - - ---- , , , 
2 
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Inventory Ratios : 

(.) M . 1 T Rati' Cost of Materials Conswned 
1 atena s umover o = -------------

Average Cost of Inventory of Raw Materials 
· 400000 . 

Company A= ' ' =IO: l or 10 times 
40,000 

300000 . 
Company B = ' ' = 2 : 1 or 2 tunes 

1,50,000 

( .. ) In T . D Days During the Period u ventory umover 10 ays = _.c.___-"----
Material Turnover Ratio 

365 365 
Company A= - = 36.5 days Company B = - = 182.5 days 

10 2 

(iii) Average Inventory to Total Cost of Production Ratio 
Average Inventory x 

100 
Total Cost of Production 

Company A= 40,000 X 100= 4% Company B = t,50,000 x 100= 20% 
10,00,000 7,50,000 

(iv) Cost of Slow Moving Stores to Inventory 
= Average Cost of Slow Moving Stores 

Average Inventory 

5000 . 50000 
Company A=-'-= l: 8· CompanyB = ' = 1: 3 

40,000 ' 1,50,000 

( ) In to P rti I d 
Materials Turnover Ratio 

100 v ven ry e onnance n ex=---------- x 
Standard Materials Turnover Ratio 

10 2 
Company A = - X 100= 250% Company B = - x 100= 50% 

4 4 

~ ~~~!~~'A' qil ~ (Performance)~ 'B' ~ ~ 
t~~'A'qilmifm3lfcffl~(IO)~'B'~mqm31Tcrcf~(2)~~ 
-q ~ !1 ~ 3lTcrcf q;y ~ ~ 'A' -q (36.5 ~) ~ 'B' (182.5 ~) ~ ~ -q 
<fi"li t 3ITT ~ 3Tic@ -q cfi'r ~ <fi"li ~ ~ ~ -q ~ qiT ~ ~ 'A' ( 4%) "q ~ 
'B' (20%) <ii1 ¥fl'! -q cfiTtJ,1 ~ t ~ ~ ~q;y <fi"li ml ~ ~ ~ f1 ~ ~ 
~ 'A' (250%)-q~ 'B' (50%)~~-q~ ~t 3ITT~ ~ir-ntt ~ 
~~t11R:11ffiifR~qiT~~~3W'@~ 'A' (1 :8)-q~'B' (1 :3)~ 

~ * cfiTtJ,1 ~ t 3ITT ~ cfi'r ffil " ~ "ll'rff -ilTffl t, 
(VI) fll-far-1 flcfi'11cfi (Two-Bin Technique) 

~ ~ -q ~ ~ -q mil'm m ~ ~ <n fl~ fiR (Bin)~ !1 ~ fiR -q 
mqm ~ 3ITT 'Tf: ~ ~ ~ ~ ~ ~ ~ Waff"4d ~ ~ ~ t ~ ~ fiR -q 
r,=r: ~ ~ ~ mqm mftd" <lCfi" ~ ~ ~ waif"4t1 mqm ~ >iITTft t, ~ ~ ~ ~ 
~ tt ~ fiR ~ mqm ~ ~~ t, r,=r: mqm ~ ~ ~ ~ ~~ t 3ITT mqm 
~*WA~~*~ fiR q,1 mqm q;y m ~-illffl t, "Tl: ~ ~ ~ ~ m 
'tR~m~tt~3fu:~m*TI§T-il@Ti°3fu:~~~mqm~qiTRi"i:f~ 
~t, 



(VII)~~ i1cfi..ftcfi (Order Cycling Technique) 

~ ~ cfil ~ ~ ~ 3T<TT'Ef cfi ~ ~ cfil lfO'AT ~ i1 ~ 'fl1J'RT cfi ~ 
~ «TI: ffl ~ti~ cfi sn7t cfil ~ ~ ~ \ifRfl i1 ~ ~ ~ W-141qfti cfi 
~ ~ cfi1 lfOFfl <ti"8 cfil ~ ~ ~ cfil ~ ,:@ffi ~ i1 

(VIII)~~ fl~IQ-i <1"1.:il&i (Continuous Physical Verification Technique) 

~ ~ cfi ~ ~ TfO'RT wrT@\ cfi ~ ~ 'TI ~ ~ t 1%" -mrrnt cfil 
~~(Physical verification),~ (Periodical) 3t?.fcll ~ (continuous) moT 
~I ~ ~ -q ~ ~ cfi1 Tiffil ~ cfilif cf "RR~ cfi ~ ~ cfi1 '1f'fffi it ~ 
TfO'RT 3tlcfiffl-lcfi (By Swprise) <'I'~ ~ ~ (Random Sampling) cfi 3lTtlR 1R m;ft ~I 

~-mrrnt fcri:rrrT cfi ~ @ciar'{clcfi <fil<t "cf>-ra t ~ m§ ~ cfi m ~ ~ ~ t 
~ cfi ~"ITT,~ <'I'~~ "ITT cfi1 <-iPI-JJq1J cfill' -?f ~mfl t, 
(IX) ~-itlfl f.1!4.-,jOj i1cfi..ftcfi (Budgetary Control Technique) 

~ ocfi"ff -q ~ ~ cfi1 3M~4cfidl cfil 3fTJR ~ ~ ~ ~ cfl"{R cfi m 
sl)q ~ ~ cfi1 -;;rrffi i ~ ~ ~ cfi m. qjf(lfqcfi ~ ~ ~ ~ cfil 

3RR ~ ~ \ifRfl ir ~-mrrnt of'ill cfi1 ~ ~ 'i_clfj¥.IH cn1 ~ 1R R1R ~ ir 

I ~41f..:acfi ~ (Theoretical Questions) I 
~ wd' d+lfl!4 SWf (Long Answer Type Questions) 

1. ~~~mil <Fil~ i? ~ ~ ~~ W11Tffi cfi1 ~ ~ 
~I 

2. ~ ~ v:ct f.r:p,juy cfi <Fil~ i? ~ ~ cfi m ~ -.mn' cfil ffl 
~I 

3. ~ ~ cfil w.f ~ ~I ~ ~ cfi ~ cfi1 oZITT9ZIT ~I 

4. ~~cfi~~i? ~~ ~~~cfi~~~~i? 
5. ~ -q fc:lH41--t1-«R cli1 ~ <ti"8 cfRit m<'-fi cfil ffl ~I 
6. ~~cfil~i:r{~°tjf~~~I 

7. ~ ~-mrrntcfi 3U~«R.~«R ~ ~-m~ 3tltr~~i ?~ 
m cfi RtmVI -q Ffi1 cfiR<hl 1R ~ ~ \if@1 t ? 

8. ~ ~ imn ~ am q<ff ~q~~ f ? ~ R'EfR"UT ~ JlcflR fcf,lrJ \ifRfl t ? 
9. (l,1(1~-.1 :i>im1 'wir ~ <iii! -511~ ~ ? ~ -3,m-J '1l?!i <ii) 3i'lffc@ "'"z=-i -qffit W'G'7 

'ffiT@ ~i? 
10. ~ ~ ~ 311'1 <F1T ~ i? ~ ~ lITTTT ~ cfi ~ cfi1 oZITT9ZIT ~I 
11. ( a) ~ ~ cfi ~ cfi1 oZITT9Zl'T-~1 '3Rffi 3Glt!(Off. ~ (1ff@1 cfi 

ftrt'"R ~ cfi1 ~ ~I 

(b) ~ ~ lITTTT ~ cli1 ~ ~3li • fcrqift:@ <fi"U1I 

12. ~ ~ cfi1 3lTt:JR1l_o offifl' cf>l ~ ~I ~ ~ ~ l{ "ITT cfRit ~ 
cfil~~~I 

13. •~ cfi ~ cli1 G1 fcrnm (1ff@1 cli1 mAT ~I" ~ ~ i? ~ ~ fcmffl (1ff@l -q' 
~ ~ ~ ~ \if@1 i ? 

14. ~~~'ffiTffi~i?~~-q'~~~i? 
15. ~ cfil ~ f.r<P.;rrr <Fil i ? ~ <14iqNcfil'll CFi1' mffi i ? 
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~ ~ 3fl{h4 n-f (Short Answer Type Questions) 

1. ~~cp:JTt? 
2. ~-~cp:Jlt ?~~~cPTit? 
3. ~-~~cp:JT~t? 
4. mqmf.r:F;ruyqftcp:JT~t? 
5. ~~~~31'Jtf~~t?~~~~~t? 
6. ~ cfiT 31 1' lf q•ITcfi{Oi cp:JT f ? 
7. l-f: ~ ~ cp:JT f ? fcui:R qftf~fuqf q ~ ~ ~ ~ ~ f ? 
8. ~~~ffl~~~-tR~ ~-anfflt? 
9. ~.~~~~~, 
10. ~ ~<fil~ 3:m R'cp:JTt? 
11. ~ ~Wcrom< cfil~I 

12. ~~aging tR ft'a:roft ~I 
13. ~~~cp:Jlt? 
14. ~ <fil ~ 3WT11R ~ cfil ~I 

I cf~iJ~Ed ~ (Objective Type Questions) I 
(I) cfiRUT ~ 1fffTF ftfi ~ F-1"1 ~ f&fl -ij ~ ~ cfi1A' I~ I t lff 1 ~ 1 

-

1. ~ ~ ~ ~ m< tR ~ 'ffilffl = ~ 'ffilffll 
2. ~~-am~~ (-1l-tl1ltfcfi t, 
3. ~~ = ~: ~m< -~ ~ 3RRR-J°q' ~~,, 
4. ~ ~ = ~: ~ m< + ~ ~, 
5. ~JI@~~~ t m ~ ~~ qft lfOAT~ ~ ~~,fi; 

~otl'lf7T~°q'~~t1 
6. 311'lf q•ifcfi{OI °q' '31' ~qft~-~~~~ 70%Mt ~ ~qft~ 20% 

c1YTI ~· ~q,1~· 10%Mt1 _ 
7.~~llc-l~tR~~1ffl1T~~tR~~tR~~'ffil@ 

~ffll -
8. ~= ~ m< .tt lfOAT ~~~~~cm~~~~~ 

~~t, · 
9. ~ ~ m< "'1 lfOAT ~ ~ ~ ~ ~ °q' ~ ~ "'1 ~ cfil 

~: ~m<.tt~~~~i, 
10. ~ ~ 31f~ m< "'11'f'OAT ~ ~ ~ ~ ~ -q" ~ ot1'lf7T ~ 

3i'cfi" "'1 3llcf~<lcfitll ~ f 1 . 

11. ~ ~ ~ t~ ~ -q ~ ~ ~ ~ t, 
12.~~~mfflam'ffi1l_ffl~~~~~~~t, 
13. ~: ~ m< mil'm <fil ~ ~ f ;;it -m -q" WIT ~I 
14. 311' lf ftj~('lqUj ~ ~ ~ ~ ~ ~ °ffl ~ 'fflffi "ti 
15. ~ft'~~~ <fil R' t, 
16. ~ ~ ~ ~ "ffilTffi° am cITT "ffilTffi° tR R'lft m t, 

· [fflt-~-(1), (2), (5), (7), (9), (IO), (11), (12), (15), (16); ~-(3), (4), (6), (8), 
SI3), (14).J 



(II)ftiffl~qft-~~-
1. ~ ~ .ffll@ (Total Ordering Cost) = R + Qo x ? 
2. ~ ~ fflTffi (Total Carrying Cost)= Qo + 2 x ? 

3. ~ ~ ~ <tft G{ ~ ~ ~tr 3RRR1 ~ m ~ ~ qf«~J1:?nct mm 
~: ~ ~ cfft 7fUA'I a:iftlq;t,q ~ G{ qi) ...... ... ~ :IUTT ffl <tt -mm ti 

4. ~ ~ ctl "1JUAT ~= ~ ~ am~ wrll' 3RRR1 * ............ <tft ~ 
~ <tt ';iffiff t I 

5. ~ cfi ~ ~ cfft "1JUAT cfi mq ~ ~ ~ -q ......... cfi ~ cfft 
-6!1•:W-lcifitll mm t1 

6. ~ ~ imrr ~ llT5IT t f-im i:rr 'Effi11T ~ am ......... ~ ~ m1 
7.~~~~ifflfflfm'&~= ......... .. . 
8. ~ ~ ~ ctt mt G1 t m ~ ~ 1ITTIT <tft "1JUAT cfi @"q qffl ~ 

cfft ~ qi) .... .. ...... -q ~ ~ ti 
9. ~ cfi al 'at~ c1•ffqi<o1 *'A'~ <tft ~ ~ ~ ctt ~ cfil 5% ~ 10% mm t 

am~-q~cfi~~~ ......... % ~ ......... %-?rmt1 
10. ~ ~ ~ (Total Inventory Cost) = ...... ... + .. ....... + ......... 
11. ~ ~ ~ ~ cfft 2,000~ ~ 'Sl"$T ~ t ~ ~ 2 ~o ~ ~ 

ti~~~~ 25 ~o ti~~ TIA cfft ~ RTr.fi cfi ~ ~ cfft 20% mm 
~~1ITTIT .... ....... ~m1 

~-(1)<;,,(2) Ch, (3) ~~ ~. (4) ~~. (5)~~. 
(6) ~. (7)wf~ ~ + Qc/2, (8)~. (9) 70, 75, (10)~ ~ ~ !T@ + m+Jm ~ 
cfft ~ + ~ 'Effi11T ~. (11) 500] 
(Ill) f!clfM<fi ~~"cfiT~cfiU-
1. ~ : ~ ~ ctt 1JUAT "q cnFl-m ~ oR"lJ1T 1JUAT "q flfaif1.1ct ~ t-

(al) ~~ (Gt) at'~~ 
(~) &~~~ (G) ~-q~~ ,n,tf1 

2. ~ ~ ~ cfft "l'J'1l'l'1T cfi ~ cnFl-m ~ ~, flfaif1.1ct ~ ~ t-
( al)~~ (Gt)~~ 

(~) ~ ~ & ~ (G) ~ -q ~ ~ 'TI ,m1 

3. ~ ~ «R" cfft 1JUAT cfi ~ cnFl-m ~ ~ flli4f1.1ct f<fi<TT ~ t-
< al) ~ ~ ('at) at'~&!~. 
(~)~~ (G)~~~~-1 

4. ~~~~°111,t
(al) ~~ 

<~) wr~~ 
s. 'Effi11T ~ <tft ~ ~ wr t-

( al) R/Q0 xCP ('if) SS + (r. tP) 

(~) Oo / 2 x ch (G) ~ -q ~ ~ 'TI -::rm°I 

6. al q "B fcm)t~o, -q ~ ~ c:11ffq;(o1 ......... cfi 3lTm< i:rr ~ ';jJ@l ti 
(al) m+Jm~~~ (q) ~~~~ 
(~) ~ ~ cfft 1ITTIT (G) ~ ril 

m=R-(1) ('if), (2) (~), (3) (al), (4) (~), (5) (~), (6) (q)._, 
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I,--r~--4-l_i'1-i_cfi_Jw-f __ (N_u_m_e_r_ic_a_l_Q_u_e_s_ti_o_n_s)~I 

Inventory Levels 

1. Gl~X~Y~JfcfiRfflfflt-
Normal Usage (~ ~) 50 units per week 

Minimum Usage (~ ffllr) 25 units per week 

Maximum Usage ( aTI'Efcfiol'.l ~) 75 Units per week 

Re-order period (y.J: ~ 3lcfl'1) X: 4 to 6 weeks 

Y : 2 to 4 weeks 

Re-order quantity (y.J: ~ +:ITTfl) X: 300 units 

Y: 500 units 

~m-qm~ft.l-q~~-
(i) Re-order Level (y.J: ~ m) 

(ii) Minimum Level(~ m) 

(iii) Maximum Level ( ~ m) 

(iv) Average Inventory Level (am@~ m) 

(Answer: Re-order Level X: 450 units, Y: 300 units 

Minimum Level 

Maximum Level 

X : 200 units, Y : 150 units 

X : 650 units, Y : 750 units 

Average Inventory Level X: 350 units, Y: 400 units) 

2. Gl~X~Ycfil~~JlqiR~m<Ut-
Normal usage (~ ~) 600 units per week each 

Maximum usage ( aTI'Efcfiol'.l ~) 900 units per week each 

Minimum usage (~ ~) 300 units per week each 

Re-order quantity (y.J: ~ "tfTSIT) X: 4,800 units. Y : 7,200 units 

Re-order period (y.J: ~ ~) X : 4 to 6 weeks, Y : 2 to 4 weeks 

~~~~lJURT~-

(a) Rfl-order level (~: ~-m) (b) Minimum level (~ m) 

(c) Maximum level ( at'~ m) (d) Average stock level(~ "Rfcfi m) 

(Answer: X Y 

(a) 5,400 units 3,600 units 

(b) 2,400 units 1,800 units 

(c) 9,000 units 10,200 units 

(d) 4,800 units 5,400 units) 

3. ~ ~ ~ Jffu ~ 'A' cf 'B' JlcfiR cf>l m-qm cfiT ~ JfcfiR ~ ffl m<TI !-
Normal Usage (~ ~) - 150 units per week 

Minimum Usage (~ ~) 75 units per week 

Maximum Usage ( ~ ~) 225 units per week 

Re-order Quantity (y.J: ~ .:n,ir) 'A': 1,200 units, 'B' : l,800 units 

Re-order Period (y.J: ~ 3lcfl'1) 'A': 4 to 6 weeks, 'B': 2 to 4 weeks 



~ Jlqi"f"{ <fi't ~~~~mu <lft lJ11'AT ~-

(i> Reorder Level(~:~ W) (ii) Minimum Level(~ W) 

(iii) Maximum Level(~ W) (iv) Average Stock Level (3"ITTIB ~ W) 

(Answen : (i) 1,350 units and 900 units; (ii) 600 units and 450 units; (iii) 2,250 units 
and 2,5SO units; (iv) 1,200 units and 1,350 units) 

4. H'-ir~f<Std ~ ~ mi:r.ft ~ 3Utl<lid'1 q ~ mill ~ ~ «'R afu ~ W cfiT 

~~-
(i) Average daily requirements- 12 units 

(ii) Usual time to obtain supply - 2 weeks 

(iii) Maximum requirements in the month of four weeks - 400 units 

(iv) Minimum requirement in this period - 200 units 

(v) Economic order size be assumed to be 20 dozens 

(vi) Time sufficient for emergent supply - 2 days. 

(Answer: Maximum Limit= 340; Minimum Limit= 50; Ordering Level= 200; 
Danger Level = 24) 

s. · 3llR~~~~~~~~.A.aafucq;)~-qmmf~ 
~ -q ~ ~ Jlqi"f"{ t~ 

Raw I Usage per Reorder Price per Delivery R~nltr M~nilpu,m _ 
Materials unit of Quantity lb. Period Level Level 

! Product (lbs.) (paise) (wee.ks) (lbs.) (lbs.) 
Obs.) 

A 10 10,000 10 l to 3 8,000 

B 4 5,000 30 3 to 5 4,750 

C 6 10,000 15 2 to4 2,000 

el'<fl~<li ·~ 175 ~ 225 ~ am:@ 200 ~ ~ ~ ~ f1 ~~~'If -q 
3lrq'fcf;ff;filITT{J,tt31lfflffl? 

(a) Minimum stock of A (A ctiT ~ ~) 

(b) Maximum stock ofB (B ctiT ~~ ~) 

(c) Reorder level ofC (C cfiT ~ l<R) 

(d) Average stock of A (A ctiT am@~) 

(Answer: (a) 4,000 lbs. (b) 7,650 lbs. (c) 5,400 lbs. (d) 9,000 lbs. or 10,125 lbs.) 

Economic Order Quantity 
6. ~ <lil<&l11 30,000 ~o ~~ ~ ,:m;f qil ~ qiTtf -q ~ t ~ 'ffi1IB 1.25 ~o 

JI@~ f1 ~ 'Eqtf 25 ~o JI@~ 3IR ~ 'Eqtf 3ITTrn ~ cfiT 6 'Slffma-~ 
f1 ~ ~ lITTfT 3IR ~~~~~I 
(Answer : E.O.Q = 4,000 units, Total Inventory Cost= ~ 30,300) 

7. RYf~f&d ~311' ~ ~ ~ lfT,rJ <tt lJ1l'AT ~

Consumption of Materials per annum 
(~ qiJ ~ ~q-ry) 

10,000 kg. 
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Order placing cost per order t 50 
(~~ffil@"Slra~) 

Cost per kg. of raw materials 

<~ mlf!ft <tt ffiTRf "Slfu M) 
Storage cost (~ ffiTRf) 8% on Average Inventory 

(Answer : E.O.Q. = 2,500 kg) 

8. ~ <.fi"?lr-TT ~ ~ q,l 10,000 ~ "Slfu q!f ffl ~ i ~ ~ 5 ~o "Slfu ~ 
i1 ~~~~<ttffiTRf IOO~o tcr~~OO<tt"ffil'@"RTcf>~~lF<l 
<tt 20% '5l'@cftf t, <.fi"?lr-TT cfiT ~ GITT" -q fcmRT ~ q,vfl ~ (~ ~ -q') fum) fcf. 
~ <tt ffi1@ ~ ~? 
(Answer: 1,414 units) 

9. f.!.;f ~ ~ ~ 3Wfil{ ~ ~-

Annual Usage (~ ~) 

Ordering Cost ( ~ ffiTRf) 
Purchase Price (sfi<:f ~) 

Capital Cost (ipfi ffiTRf) 
Carrying Cost(~ ffiTRf) 
(Answer : 600 units) 

3,600 units 

{ 1,000 per order 

~ 200 

5% 

5% 

10. H'-'lft1f&a ~3TI' ~ ~ ~ lIDTI <tt 1'J11RT ~, ~ q!f -q ~ ~ q@ 
~cttmszu,:ft~-
Consumption of materials per annwn 

Order placing costs per order 

20,000tons 

{100 

Cost per ton of raw materials { 4 

Storage Costs 16% on average inventory 

(Answer : E.O.Q = 2,500 tons; No. of orders to be placed in a year= 8) 

11. 31r:l ~ T[-q f.li.:Jf1.1fffil ~ ~ ~ mlf!ft am~ mlf!ft ~ ~ ~ ~ 
lIDTI~ ~ ~ ~ ~--

l. Cost of ordering : 

2. Cost of holding inventory : 

Raw materials { 1,000 per order 

Packing materials { 5,000 per order 

Raw materials l paisa per unit p.m. 

Packing materials 5 paisa per unit p.m. 

3. Production rate: 2,00,000 units per month 

(Answer: 2,00,000 units-of each item per month) 

12. ~ f.fl:mrr cfiT "Slfu ~ ~ mllm <tt 1,000 ~ <tt 311c.lli4..,C11 ~ ti ~ ffiTRf 
15 ~o "Slfu ~ ti 2 ~o "Slfu ~ cfi 3l@Rc@ ~ ~ qil 15% "Slfu ~ "Slfu qlf 

~ ffiTRf ~ t1 ~ mlf!ft qi1 sfi"lJ ~ I0~o "Slfu ~ t1 ~ ~ 
3Wfil{ am ~ ffi1@ ~ ...,-u, 
(Answer : E.O.Q. = 320. 7l or 321 units; TIC = { l ,21, 122) 



~ f.!tcP·:iiOI / 61 

13. ~ ~fl~li:fii:1 ~ f<fim 69'm ctt 50,000 ~ ~ cl'lf ~ qiTffi t ~ ~ 
~~~ l.20~o "ti ~ffil"@45~o ~ ~"t3TI\~ ~ffil"@~ 
~ ~ "i:fil 15 ~ t, 
(a) ~ ~.:mfr~ ~I 

(b) ~ ~ cl'lf-q 250K-'J q;rq ~ "t, 3lf.:r mfio ~ I0K-'J i 3TI\ W!!JT ~ 500 
~t m~~,3lf~,~ 3TI"{ ~~ ~~, 
(Answer: (a) 5,000 units, (b) 2,500 units, 5,500 units, 500 units, 3,000 units.) 

14. <r' ~ ~ WfllTT 1,50,000 ~ m qiTffi t 3TI"{ m ~ ~ 12,500 ~ 
WfllTT ~ t, ~ "ctt ffiT@ ~ ~ m -;;rra t, 1.50 ~o Jlfo ~ i 3TI\ ffl ~ 
"ctt ffiT@ q]fifq; 3TT'Em: ~ ~ ~ ~ "ctt 20% t, ~ ~ ffi ~ ~ 
~qft"ffil@ 36~o ii ~qftfuf~'it~~-q 60K-'JW@f 3TI\ 3,500~"i:fil 
wf"e:rn ~ ~ t, 31Jtr<fi) ~ ~ t-
(i) w.Af''£1cfi ~ ffl cITffi ~ qft llBIT ~ ~ qft 3Ticl@I 

(ii)~~, 

(Answer : (i) EOQ 6,000 valves and 25 orders per year; (ii) Order Level 28,500 

valves) 

1s. lT'A'~@o ctt ~~ctt ~ltR-l"ctt lWT 2,ooo~i1 ~~~ 15 ~o 
~~io'fl~il (-!Uif~d 3R'"ffi1mR'1~f-

~~({¥fl ~m'R ~ ~ 
fclf.i<4lf-iid ~~~JI@~ Jlfo qlf 

~ ~JI@~ JI@ qlf 
lifqy~Jlfo~Jlfoqlf 
~cttmfio~~~ 
-gm~ ~ ~ ctt ~JI@~ Jlfo qlf 
wt,mf.t,.; o'IT ft1Nc1>l~ ~ 
~~~~ 
ffl~ 
(i)JI@~~~ 

(iii)~ ~ I .:mfr 

(v) cl'lf -q ~ "ctt ~I 

(ii) JI@ ~ qjfifq; ~ ffiT@ 

(iv)~~ ffiT@ (~ ~ ~) 

[Answer: (i) ~ 40.00; (ii) ~ 3.30; (iii) 763 units; (iv) ~ 3,62,518; (v) 32] 

20 

1.50 

1.00 

0.20 

9.00 

0.60 

5.00 

6.00 

16. ~ ~ ~ ~ 'qT1T "ctt 10,000 ~ Jlfo cl'lf ~ 3TI\ ~ qiTffi i, Jlfo 'qT1T 

~ 1.25 ~o i 3TI\ ~ ~ i:1i•1a· ~ ~ i-
Interest on the locked up capital 

Other processing cost for each order 

Inspection cost per lot 

Follow-up cost for each order 

Pilferage while holding inventory 

Other holding cost 

10% 

~5 

~2 
~3 
3% 

7% 



62 / 'ffi11n fcl~(.\qui ~ f.14.:,io1 

Trucking cost for each order , 5 
Other procurement cost for each order , 3 

~ 'q;U-(i) JI'@~~ "ffil@, (ii) Jr@~ Jr@ q"ff ~R11T "ffil@, (iii)~ 
~ -qf5ff, (iv)~ cf"ff if~ q;t ~. (v) ~ ~ "ffil@I 

[Answer: (i) , 18, (ii) , 0.25, (iii) 1,200 Units, (iv) 8.33 or 8, (v) , 12,800.] 

17. ABC~500~cfi~-q~cfi«ftfsill~3~qftawlfcff1'5Iffifg-u~ 
125 ~of~~~ q,l "ffi1@ 150 ~o fl~~ "ffi1@ ~ ~ ~ 20 >ITTmo 
~t, 
(i) c@tfR ~ -;flfu <Ti ~ ~ ~ ffiT@ ~ t ? 
(ii)~~"tITT!Ti.film~~~~m? 
[Answer: (i) , 6,850, (ii) t 2,977 (, 6,850 - , 3,873)] 

18. ~ ~ ~ fcre ~ H"'if(1fo1<1 ~ 1l'G-A q;"{ffi t
(i) Per Month Consumption (Jr@ ~ o"q'1Ulf) : 75 units 
(ii) List price per unit (Jr@ ~ ~ ~) : , 4 
(iii) Trade discount ( o!MIRi:fi ~) : 25% oflist price 
(iv) Per Order Cost (Jr@~ "ffil@) : , IO 
(v) Carrying Cost (~ "ffil@) : , 0.20 per unit 

. (vi) The usage is assumed to be uniform throughout the year(~ cf"ff ~ ~ 
~~t) 
~ R"'lfcif~d c:4,1 'TJVRT ~ t-(a) E.O.Q., (b) The value (in rupees) per order. 
[Answer: E.O.Q. = 300 units; (b) , 900] 

IP. GT~ 'A'~ 'B'<Ti~*~l:jjTj,~"ffil@JI'@~~, W>~ ifi~ 
cfi'Sl'@ffifcfi~*~~~~i, ~ 'A'~~ 'B'cfi~qij~* 5 
~ti 3lll'{ 'A'<Tim~~ll'Bll lOO~tm 'B'cfi~fi:@oq7.ft ~ 
"tITTIT ~ m ? 
[Answer : E.O.Q. = 223.6 units] 

20. ~-q;-qq"ftcfj~~ffl'i:fi«itt,~~q;t~~-m~~'i:fiWt 
~~~~'i:fil~"'1fflt1~~~&Rl~~~~mTfi@r 
t, 400~~~\ffl~t, 'Tf: ~«R 5oo~t~~ll@'i:fil 
~ ~ * 8 ~~~WT~ f1 ~ q;t ll'Bll ~ t ~ ~ ~ 1,200 ~ 
"irnlt1 

~ ~ cfivlT t-(i) Jr@ ~ o"q1Ulf ~ (ii)~ q;t "tITTITI 

[Answer: (i) 87.5 units per week. (ii) Lot Size= 1,600 units] 

Discount Offer and EOQ 
21. ~~qij~1Wf20,000~t,3lll'{400~"i:fi'tr~~~~~ 

o) ~ ~ ~ I 00 ~o Jr@ ~ t1 ~ 400 'lfl 3lf'f'fl *i:fil*4f ci m ~ 95 ~o 

~~ti ~~ffimocrq~cfi~'i:fil lOm@t~ ~ocrq I0~o 
Jl'@~t, . 
fi:@oq7.ft ~ "tITTIT ~ ~I 

[Answer: E.O.Q. = 200 units, Total Inventory Cost= , 20,02,000, T.I.C. in case of 
5% discount , 19 ,02,400. So, company should accept the offer o( 5% discount.] 
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22. (a)~~~~ lTTR <f>1 24,000 ~ m°d q1f m qi"@ ti sfi<l' ~ 1.25 
(io Wd ~ ti ~ ffi1@ 22.50 (io Wd ~ ti ~ _'QRUT ffi1@ afu:@ ~ ~ 
5.4% cfTfifcfi t, ~ ~-
~ ~ llBlT ffl ~ ~ ~ . ("Bflrnt ffilTo cit flfAlf(.'!cl ~~)I 

cfllT q;iq;:ft cit ~,'lfcf<tiaf ~ ~ Jff<'ITq ~ ~ ~ fct;- ~ sfi<l' ~ 'tR 5% ~ 
~ ~ °ITT ~ -q lTTR sfi<l' <li"{ ~ ? 
(b) cfil(&HI -q ~ cf'f -q 320 k-,' ffl ~~ti*~~ 10 k-,' t ffl wr~ 
~4so~tm"Tt"=~~m~.~mamrn~~~, 
[Answer: (a) E.O.Q. = 4,000 units, T.I.C. = ~ 30,270, T.I.C. if discount offer is 
availed ~ 29,292. Hence, the company should accept the offer. 

(b) Reorder Point 1,200 units; Maximum Inventory 4,400 units, Minimum 
Inventory 450 units and Average Inventory 2,450 units] 

23. A Ltd. <f>1 fctim ~ <f>1 cfTfifcfi ~li:4lillcfidl 5,000 ~ t1 JIIB ~ ffilTo 100 <io t1 
~ ffilTo 800 (io Jlftr ~ t m ~ ~ ffilTo 2 (io Jlftr ~ Wo ~ t I 
3!1'i!ff<tidf f.rJ:;{ JlcfiR llBlT ~ ~ Jff<'ITq ffiffi' t-
1,000 ~ cfi ~ 1R 5% 

2,000 ~ cfi ~ 1R 8% . 
~citf.n<'AllBll~~~~? 

[Answer: Economic Order Size 2,000 Wlits.] 

24. ~ct,7-flf'-lcfi ~Ol(Sll~~;jj cfil fctim ~ <f>1 90,000 ~ cfTfifcfi <f>1 3lli:4lillcfial t1 JIIB ~ 
C'WTd' 3 (io i, JIIB sfi<l' ~ C'WTd' 300 (io 3ffi ~ ~ ffi1@ 6 (io JIIB ~ JIIB q1f 
t, 
(i) ~ ~ llBlT cfllT t ? 
(ii)* 3ti'ifd<tiaf RJ;{ JlcfiR ~ ~ ~ Jff<'ITq ffioT t m -q;q citcflll ~ ~-

~ llBlT ~ "Slftmo 
4,500 - 5,999 2 

6,000 and above 3 

[Answer : E.O.Q. = 3,000 units, Order size should 5e 4,500 units, on which total 
inventory cost is the minimum, i.e., ~ 2,84,100.] 

25. ~ 1fitf 3f'tR "B'Jlfm ~ <ti1 fcef'"Fl llBTT3fl 1R f.p:;{ JlcfiR ~ ~ -q ~~ t-
Price Per Unit 
!LOO 
10.70 

10.60 

10.50 

10.20 

Order Quantity (Units) 
Less than 100 

l 00 and less than 200 

200 and less than 250 

250 and less than 400 

400 and less than 600 

10.00 600 or more 

-mtnfl <ti1 cfTfifcfi ~li:4lillcficll 800 ~ ti ~ C'WTd' 4 (io JIIB ~ Wd q1f ti JIIB 
~ ' C'WTd' l 00 <i o t1 
~cfi~~~cfi11'JURT~I 
[Answer: E.O.Q. 400 units. T.I.C. at 400 units ~ 9,160.) 
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26. ~ -q;--i:f <f>1 6 ~ ~ m ~ <f>1 6lli:l/l<lc:fit11 3,000 ~ t (~ 20 ~0 >I@~) I 
~~ 30~0 J!fu ~t 31R ~ ~ 0.50~0 m'if ~ti~ -q;--i:f-q~ ~ 
'11{ ~ <f>1 ~ ~ t oT ~~ ~ ~ llBll ~ qi'UI 

Lot Size 

1-499 

500-699 

700-999 

1,000 - 2,499 

Discount Rate 

None 

1% 

2% 

4% 

2,500 and above 7% 

[Answer: E.O.Q. = 3,000 units; Net Saving ~ 3,420.] 

27. mu qi'llFft ~ &ll<@c:fictf -U 5 ~0 JI'@~~ ~~cf?IRc:fi ~ ~ 'c:fi'«ft ti 3W1TlTT qlf -q 
6lli:l/l<lc:fit11 4,000 ~ t1 q;llFft qi) v:<fi ~ ~ ~ 30 ~0 <f>1 31R ~ 31R ~ 
<f>1 1.50 >IIB ~ >1IB qlf ~ 3lTfil t, 
( 3l') ~ ~ 'tITTl1 31R ~ ~ "ffiTffi ~ q;U I 

(di!) llR ~ fcf;-~ ~ ~ <f>1 i:ll~fqc:fi ctr'@ 60 ~0 t 31R ~ ~ ~ 
0.75 ~0 >I@~ >I@ qlf ti ~ ~ 'U ~ ~ fcf,wy ~ ( 3l') 'U ~ ~ 
~~wm.t1f.f~~~~~-;flfu~~oo-u.~q;lll';ftct;)ffi\:f 
.mar t 3l'¥r<TT m, ~ v:m t m ~ ~ ~ m ~ t ? 
('B') llR ~ fcfi' .&ll'l@t.ctf 1,000 ~ 3l'fi'~ <f>1 ~ llBll ~ 2% ~ 31R 2,000 "<iT 

3lf'~~ ~~ 3%~~Jl'f<tlq~fl ~~~~ ~llBIT~ft 

[Answer: (a) EOQ 400 units, TIC ~ 20,600 (b) By following the old method, the 
c~~fly will be losing ~ 150 per annum (c) TIC of 1,000 ordering quantity ~ 

'- 20,4}0, TIC of 2,000 ordering quantity ~ 20,960: Hence, 1,000 units will optimise 
the c·ost.] 

28. v:<fi q;llFft v:<fi ~ lffi-f 'U v:<fi ~ f.,fi@ 'c:fi'«U i -m fcf;- 60 ~0 >I@ fct;'ffi ~ ~ ~ 
~ ti q;llFft <f>1 J!fu ~ ~ ~ 360 ~0 31R ~ 390 ~0 3l@j t, ~ lffi1' ~ 
~ <f>1 ~ ~ ~ o.50 ~0 >lfu M >lfu ~ ti ~ ~. ~ ~ 
~ -q ~ 1f~ cfil4!flt:1 ,t;fl fcra <f>1 "t:111@ 9 ~0 >lfu fct;'ffi >lfu .. qlf t1 ~ cfiT ~ 
~ 1,00,000 ~ t afu: 1 ~ ~ lffi1' 'U 2.5 ~ JITCo ~ fl · 

~~t-
(i) ~ lffi1' <f>1 ~ ~ llBll <f>1 TfUA1 qi'U I 

(ii) mw ~ fif> ~ ~ m ~ ~ ~ ~ ~ ~, 
(iii)~ q;llFft ftriuITT 3l'lm{ ~ ~ ~ -q Wffi ~ 'c:fi'«ft t m ~ lffi1' ~ ~ 
-q~~~~m~m~? 
[Answer: (i) 2,000 kg (ii) 18 days (iii) Incremental costs ~ 48,000, Percentage of 
discount 2%.] 

29. 'tft0 ~0 3l'R0 ~~'it0 cij0 ~mfqcfq{~<f,1 f.!lmnt1 ~~qlf ~ 
~ ffl qf<'cllt:1-ff ~ Ffq{UJ HGif{'jf&ct f-
Ordering cost (per order) 

Inventory carrying cost (per annum) 

Cost of tubes (per tube) 

~ JOO 
20% 

~ 500 



Normal usage (tubes per week) 100 
Minimum usage (tubes per week) 50 

Maximum usage (tubes per. week) 200 

Lead time to supply (weeks) 6 - 8 

~ant-
(i) ~ ~ lITTITI <'.fR dll'{Rtcfii11 5% cfiil'ffi '9"{ fifqfITT 1,500 ~ ~ qi"f 

~tm~~~~t? 
(ii)~:~ «R 

(iii)~ qi"f an"~ «R 

(iv)~ qi"f ~ «R 

[Answer : (i) 102 units (ii) 1,600 tubes (iii) 1,402 tubes (iv) 900 tubes.] 

30. l"Jum fuo, ~ ~ .r,mfi 't ~ ·lTifucf; 'tJPT 4,000 -~ t, ~ cfi m ~ 
~ (component) Cfft 311<H4~1 i@t 't ~ ~ 20 ~o Cfft G{ ~ ~ fcfi4T '1flffl 'ti~ 
~ ~ cfi ~ ~ Cfi\ 1l;Cfl ~ Cfft 3-flql(4cfit11 mffi t, ~ ffiTffi 120 ~o 'SIIB 
~ t ~ ~ ffiTffi JO%~ t, 31fqq;) f1t-1R1f@a ifO'RT ~ t-
(i)~ ~ lIDITI 

(ii) <'.fR • qi"f ~ ~ 4,ooo ~ t m ~ Cfft ~ ~ ffil@' 

3WPTI? 
(iii)~rit~~'ffi'lffi~~M? 
[Answer: (i) 2,400 units, (ii) Extra c~t ~ 640 (iii) As the total carrying cost and 
size of average inventory are positively related, hence, the average size of inventory 
is positively related to the size of the order. In view of the facts, the minimum costs 
the firm is to incur ~ 2,400 (corresponding to E.O.Q. of2,400 units and the average 
inventory level of 1,200 units.] 

31. ~ f.rqfufi ~ &l q.fj f.ri:wrr ~ -q 1l;Cfl ~ Cfi\ 75,000 ~ ~ ~ -q 'ffiffi 
'ti ~ ~ Cfft mr@ 1 ~o fl 'SIIB ~ ffilffi 45 ~o 't ~ ~ ~ Cfft ~ 'ffi'1ffi 
~ 3ITTIB ~ qi"f 25% t, ~ ~ ~ ~ l1T5IT ~ '5f'O'TTffi qi"f 3fjmuT <frnTI 
't ~ '3"ij 31GI' ~ ~ 'mirnt '9"{ ~ ~ ~ '5J1"C<'1 ~ ~3TI f 1 ~ &llt@cfiaf ~ ~ 
~ qi"f 1.5% ~ ~ qi"f ~ fcfi'4T 't, <'.fR ~ qtf -q 4 sm: ~ 1IDIT -q 3N-ft 'mirnt 
~ cfrnTI t, ~ 31fCI" ~ ~ cfi ~~<it~ m Cfft ~ ~ ??:IR~ qtf 
*~~cfi~~~-ilffifm~~"ffil@ritffloocfi~~ 
<it~~~~~~? 
[Answer : (i) TIC for EOQ ~ 76,299 (ii) TIC if 1.5% discount is availed 
~ 76,363.59 (iii) Minimum acceptable discount 1.6%] 

ABC Analysis 

32. ~ -q,tj cfi am ~ * 1 M'Ff ~ t, mftf ~ ~ cfi ~ Cfft ~ m§lll, ~ 
~ "ffil@ ~ ~ ~ 'ti -q,tj A B C ~ '5f'O'TTffi cfi ~ Cfft ~ 'ti ~ 
qi"f A B C q•ITcfi{OI q ~ ~' 
Item number Average number of 

units in inventory 

20,000 

Average cost 
per unit ~ 

60.80 

http:76,363.59
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2 

3 

4 

5 
6 

7 

(Answer: A 

2 

10,000 

32,000 

28,000 

60,000 

30,000 

20,000 

Items 
Value t 22,40,000 

B 
2 

t 6,40,000 

C 

3 

102.40 

11.00 

10.28 

3.40 

3.40 

1.3 

t 3,20,000 

Percentage of value 70% 20% I 0% 

Percentage of items 15% 30% 55%] 

33. ~ ~ 1'flTT ~aif ~ ~ -q-{ f.fP'f 1Rt q;i ABC ~ it fclll~tto, ~

Category A : , 50,000 and above (Total Value) 

Category B : , 30,000 to , 50,000 (Total Value) 

Category C: Below , 30,000 (Total Value) 

Item No. 

2 

3 

4 

5 
6 
7 

[Answer: 
Items 

Value 

% of Value 

% of Items 

A 
2 
, 2,80,000 

70% 

15% 

Units 

5,000 

8,000 

15,000 

7,000 

2,500 

7,500 

5,000 

B 
2 

f 80,000 

20% 

30% 

••• 

Unit Rate 
f 

30.40 

5.52 

1.70 

5.-12 

51.20 

1.50 

0.65 

C 

3 
, 40,000 

IQ% 

55%] 



aqR&1ct -~@ien~ 
3qRoQ<..1 = ed>~cf>,01, aucsiG.=t, 
~ trci 3td~~t5iUI 

(Dverhead Accounting) 
(□verhead : Collection, Allocation, 

Apportionment and Absorption) 

~ ~ WI' ~ ~ fflT@' cfiT mmT ~ mq ~ (Expenses) f1 ~ ~ 
~~w:rrn~mt~~~cm~m~~.~~~~ 
am m ~ t, ~~cm Gt m * uUcr ~ ~ i-

<t> ~ciqlf (Direct Expenses)---"Qjt ~ -;m fcfi"m ~ ~ f.ri:tfuT 3lYJclT ~~"ITT 
~klf.:tt11 ~ l ~ ~ ~ i1 ft ~ Jf"IR (direct charges) 3l~ ~ ~ 
(chargeable ex{k!nses) '1ft ~ i1 ~ ~ qf<<1d1!ift{1 <Xfll' ~ i-;m ~ cfiT l:fT5IT ~ ~-q 
~m~t, 

(2) ~~(Indirect Expenses)---"Qjt ~ -;m fctim fcrn1f ~ 3l~ ~ ~ 
...,.~kl'"""""f~=a 1 ~ fclf"F!' ffl ~ ~ ~ ~ .~klf"'-111 ~ ! ~ ~~ t'1 ~ 
~cnl~~~~-q~~3lllm:~~~~t~~q,l 
~G-l ffll'@ -q ~~cm fcri:rm ~ ffi ~ "ITTT cm m ~ ~ ! 3@: ft. aqfo,1.11.1 
(overhead) 'i:ft ~ !1 cfi'lft-cfi'lft ft fflT@' -q ~ 1f{ Rmftf ~ -q ~f"ift111 ~ ~ t, 
~ qlfo~~ ~ "{91T@ -q ~f"ift111 ~~~~~"ITT 3lYJclT ~. ~ Gffi "q ~~cm 
~ (on cost) ffl i1 ~ ·wtffi i141f.:a~ ~ ~ ~~ o!l<f, ~. aqf<&11.1 ~ ~ 
~ ~ ~ ! ~ &ll<!t!lf<~ ~ ~ ~ cft;:ri ~-q ~ ~ ~lfRT ,jjJffl ~ Jfqffi ~ 
~ ~ aqf<&11.1 ~ cfiT JrlflTr ~ ~ ~ t 1 

I aqftotj<-4 cfiT 311f (Meaning of Overheads) I 
~ fflT@' -q ~fbift111 cfiT silR qJffi ~ m-i:rnt, ~ WI' 0~ ~ ~ ~ ~ 
~ fct;m ~ ~ w:n Cf;~ ~ ~klf.:tt11 ~ ri ~ aqf<&11.1 ~ i1 ~ 
~~.~ w:r~ ~~~~'?WTCfil aqf<o1.j1.1~!1 a:rn: aqf<&11.1~~ 
~ m ~ q,l fflT@' cfiT "ITTT ~ of"1 ~cfia wn ~ fflT@' ~ "ffiq ~ i ~ ~ ~ ~ 
~~~~~ ~<A'R ~~ ~"t!FIT ~i, 

3qftc5c.1<.4 M<Sllicfi'1 ~ Pl<-4.-JiiOI 
{Overhead Accounting and Control) 

I -

~ fflT@' cfiT ~ 1-tt\itj'{Of -.WI aqf<oi.jqf ~ ~klf"'-111 ffl t 3@: "ffiTTl11' cfiT ~ ~ 
ffl m ~ ~ aqf<&141" ctiT ~ ~ ~ ~ ~ m ~ t, 3@: ~ ctiT 
mm ~ ~ fcff1R aqf<&1qi· ctiT ~ 3l1lm: ~ ~ 'll'f &-1M111'111 ~ .jf@f ti 
a4R&l•fi ~ ~ ~ ~ -q ~ff,qq ~ ~ ~ t ~ "~ ~ ~ cfil ~ -um 
q,l l'fO'RT m * ~ t, ~ ~ ~ m * t ~ ft fclf"F!' ~ f<fqpn' * <l"T ~ 

http:t:G4=f:il~~r.fd
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~3TI' * ~ Wli"R ~ ~ ~ fct; ~ ~ m f<f'IWT "ti"{~ m ~ wi ~ fct; ~ "ti"{ 
~ -q ~ ~ ti" qJ«Jq -q· <lR ~ ~ o1 aqfl:o1p.rt' qiT fcrcRur, ~ ~ <li1 ~ 
J.j~cq'{Of ~ ti 3,cf; ~ ~ cl,l ~ ~ d4fl:oqlf) ct~~~ "ti"{~ ~ 
~ t!l 3qfl:oqq1' l444f"'-li1 'l-l'lWTT3TI' qiT ~ fi'-1f(.9f&i1 ~ ct 3Rflffi ~ ~ ~ t-

1. 34Ro1.l<I <fil cllITcifi(OI, ti&:1iq,,-1 -c.,rct ~ (Overhead : Classification, codification 
and Collection) 

2. d4Ro1.lll-~, 3f:!"ITTR ~ ~ (Overhead : Allocation, Apportionment 
and Absorption) 

1·,.., _a_q_f<_&t-<-41-. _cfil'_c'.4_t_ff=ch=<-u-, -(C-l-as-s-ifi-c-at-io_n_o_f_O_v_er-h-ea_d_s~) I 
aqf<oqq1· <fi ct•ITcifi(OI ~ ~ d4Ro1.l<il' <fi ~ ~ ct,1 ~ ~ m ct,1 ~ ~ 

t, aqf<o1.1ll ~-q: ~~mt fct; ~ ~ ~ Cfifa;:J ~ ~ t fcf," ~ "ti"{ f<nm ~ 
-q ~ ~ ~ ~311 t, ~ ~ aqf<o1.1<il· qiT ct•ITcifi<o1 ~ "l@l t, ~= aqftoqq1· q;1 

ct•ITcifi{OI RJ.f ~ ~ ~ fct;l!T ~ ~ t-
(1) ~ ~ fhill:j~:m c1.fh.Mo1 (Na~e or Element-wise Classification}-~ 

3lT'-ITT' "ti"{ aqftoqlfl· <h1 H>-1f{1f&t1 ffl1 ~ -q ~ ~ t-(i) ~ mz:rnt (Indirect 
Materials) (ii)~ .,ri:r (Indirect Labour) (iii)~~ (Indirect Expenses) 

(2) l'ai4ij{-41.< ct•ffaw,1 ffunction-wise Classification}-~ 3lT'-ITT' "ti"{ ~antqft-r.oq:rrn'rql. qi) 
RJ.f~ ~-qoifll~~t- . 

(i) ~ d4Ro1.l<I (Factory Overheads) 
(ii)~~ ~1 aqf<o1.1<1 (Office and Administration Overheads) 
(iii) fcm;q ~ (Selling Overheads) 
(iv) fcrcRur ~ (Distribution Overheads) 
(3) ~1q1:;;qttt:j{-4H cl•ffcfi(Ot (Normality-wise Classification}-~ ~ ~ d4Ro1.l<il. 

<hlf.it:J~ ~-q~~~t-
(i) ~ aqn:oQQ tNormal Overheads}-~ aqftoqq1· ~ 3TI1fS!Tll ~ 34Ro1.llf1 

~ t m ~ qflffi!lfo<il. * ~~ ~ ~m ct~~~~~~ ti 
~1- d4Ro1.l<il ~ ~ ct,1 ~ ~ -q t11'a!f<:1i1 ~ "l@l ti 

(ii) "4{'4tq1:;;q aqftoQ4 (Abnormal overheads}-?) ~ ~Slf!.ll~li1 oYlT ~lc:fiffl-lcifi m 
ti 3FHfiic~) *· ~ ~ -m ~ qf<f~fo<il' <fi ~mt~ 34Ro1.l<I ~ t_ ~ 
3WT"PAT,"i:ITU~\i!AT,i:mR~~\i!AT,~~1 i11<:-ll<iil~1 ~1~~<41EJl(lfi ·o1.l'<n'q,1~ 
ct>1 ~ '(-11'1'@'-ij 1 ~ "ffi'll-m-ri -q '1«1t.=t1Ri1 fctlllI "l@l !1 

(4) f.14--.iiOtij~H cl•fftiiNI (Control-wise Classification:}-~ 3lT'-ITT' "ti"{ aqf<oq.n· qi) 

RJ.f~ ~*~~~t-
(i) f.14--.i1UH4 aqftoQ4 (Controllable Overheads}-~ aqfloq<1 ~ ~ Cf>1 
~ rn R'llR@ fct;l!T ~ ~ ~, f.1,;i.:,ioil<1 aqfloq<1 ~ t, ~ ~ ~ = qflc1tf.wilc:.1 

~~ti a<,t!<onl!f. ~~.~an~~~ qiT ffllJ R'-IP.i@ ~ cfi11' fctim 
~~t, 

(ii) _,.f.14..;ioft4 ~f(oQ4 (Uncontrollable Overheads}-~ aqf<o1.1<1 m' ~ 
ct>1 ~ ~ R'-IP.i@ ~ fct;l!T ~ ~. ~f.1<1.:,ion<1 aqflo1.1'-I ~ t, ~ ~ l-lt'l1..i.i111 

~~mi, 
(S) qHc1J-1:1JrlHttl:j{-4H cl•ITtiiNI (Variability-wise Classification}-~ 3lT'-ITT' "ti"{ 

aqf<~· ~ f.fJ.f ffl1 ~ * ~ ~ ~ t-
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(i) ~ aqfl:&1t1 (Fixed Overheads)-~! d4R.<>4~· ~ 3TI'Wll' ~ '<>4"llT 'B t F1Fl "4't 
~~llf:ff"q~~q;)fJNTq~~3l~~~cfillmT~'ll'T~Gfl 
~ in 1 mT ~ ~ ~ ~ ~ ~ ~-q lJ:,ii' WlA ~ t1 ~ 'qcf'f ~ %uqy, 
~ ~ m'A, f1P4fo~· ~ -fllTT ~I . 

~ "4't ~ dtth!i111ll t ~ ~ '<>4"llT ~ ~ ffl ~ ~ llT:ff -q ~ ~ m~ 
~qn_c4fcft1 ~ t ~ ~ ~ ~ ~ 1:Jft:cmfu mit ~ i1 ~ '3ffi ~· in mi~ 
~~~~~'B1~~~3'.fqf'~'BmoTt1 

. (.ii) qf<ad,wAH aqfl:&1q (Variable Overheads)-4R.cltl1:?il<!1 d4R.<>4~·. 'B 3TI'Wll' ~ 
'<>4"lll"Bt~mm~~~~~"B'ITT'ffit~~~~mi-ffl~~ 
~mt.~~~"4'tom~"i¥~-;;f@tam:~~q;i::/"ITT"4'tm~-q 
cfill m -;jf@ i1 ~ ~ ~ '<>4"llT ~ ~ ~ ~ t ~ ~ ~ M,:p;f m "4't ~ ~ 
~ ~ lJ:,ii' WlA ~ t ~ ~ ~ 1:Jft:cmfu ffl ~ t1 ~ ~. ~ Wi ~ 
~ ~ ~ ~ -q t1f.:¥if<:'lt1 ~~ti 

(iii) ~-qftaif,n1AH &l'lf (Semi-variable Expenses)-~-4R.cld1:?fl(1 d4R.<>4~· 'B 
3TI'Wll' ~ aqfto441· 'B t-ffl 1 m ~: ~ ~ i am: 1 'T'ffi: qftc4J11tft<!1 ~ ti ~ ~ ~ 
lJ:,ii' f.l1to:@: 1'JlT ~ ~ t 3ITT: ~ 1'JlT 4Rcld11tftH mm _ti ~ '<>4"lll "q "ITT <ilR'IT ~ GfT <filft 
~ -q ~ ~ 'll'T <filft ~ ~ -q° ~ ffll ~ ~ ~ ~ ~ q,1-G) TTI ~ ~ 
m~~*~m~m~"q'g-~G)TT1~m1~m~~-<filfl"ITT"4't m, +R>+@, ~ ~ ~--raTq ~ ~ ~ ~ - <-lf.:¥iR-ia ~~ti 

~-Qfl:ciid1~ft("i ~ cfiT ~\Qckfi(OI (Segregation of Semi-variable Overheads)
~-4Rcltl11til<!1 ~-q ~ 1'T1T ~ ~ t ~ ~ ,w, qftc4J11til<!1, ~ ~ ~ ~ ~ 
~-qftc4tf11tft(1 ~~~-urn i¥ ~ 1'T1T ~ t ~ fifi<RT 1'T1T qftc4J1:tftt1, ~ 'WTi q,1 
3ffill-3R1TI m ~ ~ qil 11~~ ti~~~: W1 ~~ m ml -;jj1 

~ t-
1. ¥RT~ (Comparison method)-~ ~ -q ~ G) ~ ~ ~ ~ 

~ fflT@ m ~ ¥RT ~ W!l'{ ~ qftc4J1ltft(1 ~ <tT 7TURT ~ ~ ti ~ ~ 
4Rcltl1ltftH aqf<o4q -~ ffl ~ ~ W1 W( ~ ffl ~ -;jjT ~ t-

~ ~ qf<c4J.wft<!1 34R<>4ll (Variable overheads per unit) 
= m i¥ ~ ( Change in anxmnt) 

~ -q' ~ (Change in output) 

~ ~ qfhcd1ltft(1 34R<>4ll 'fflo ffl ~ ~ ~ fflT@ -q qftqJ1ltftH aqfto4qi' <l>1 
~ 11rn ~ ~ ~ 3qf{,smn,· ~ nf?i ~ ~<-ft~ !1 

(2) ~ n1IT ~ ~ (High and Low Points Method)-"q'g-~ ~ ~ ~ 
wtA m ti ~ ~ ~ t ~ ~ ~ i¥ qft~ n<!1 ~ ~ 1'ft7Fll f<mm: ~ G) ~ 
tfiiTT:m' 31f'~ ~ ~ ~ ~ l:l1?IT ~~ ~ ~ ~ "4't ~ ~ t, 3@: ~ f<mm: 
~ (range method) in ~ ti 

(3) ~~ Q.f:R1 (Scatter Diagram Method)-"q'g- -m--~ "4't 3llmmf lJ:,ii' 

tiif&4<h1l! ~ t, ~ ~ * ~ ~ ~ q,1 mcli "4't ~ ml -;jj1ffi t am lJ:,ii' ~ 
~ 00 (line of best fit) W"l ffi ~ ~I ct~lli:llq_ ~ 00 ~ ~ "4't W!l'{ ~ 4Rcl<l1ltftH 
'<>4"llT ~ ~ ~ 'q;'{ @<TI -;jf@J ti 

(4) ~ ~,flifi<OI ~ (Simultaneous Equations Method)-~~~ "TI 
d% ~ oo "4't m 3lTmftf t ~ ~ mcli 1 ~ lJ:,ii' fll-il,.;<01 ct,1 ~ ffi ~ t 
- f.fl:;f ~ t-

Y =a+ bx 
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~ fl'il<fi(OI -q fclf'!R ~ cfi1 Sl@fl!IINd ~ ~ ~ t©'T mt:o ~ ~ ~ 
ti ~ ~ ~ cfi1 x (;~ olfln' q,1 y ~ ~ ~ ~ Wl1c:fi(OTI cfi1 -rn ~ 
-;;i@Jt-

1:y=Na+ b."I.x 

l:.xy = a "I.x + b "I.x2 

~ fl"ilct<un· ~ a cl'~ b 1lR cn't "1J11ffi Cifi{ ~ ~ i ~ a fµi( aqf<oq1.1 'Sl'IB ~ 
olfcRl' Cfi«U t ~ b 'Sl'IB ~ qftqtf1!~il(1 o!fll' cfi1 olfcRl' Cifi{clJ f, . 

(5) ~ q4Rt (Average Method)-lf!' ~-q ~ 1fc{ qf<c4tf11lftt1 ~ cn't lJUAT 

mq;-~'tf'rn~~~q)f ~ fl.'illl ~t m{ f!Jil<fi{Ui ~<ll~~~~ 
~q)fffl~,jfl~t, 

(6) Q~eld-i,ft<-ffil ~~ (Degree of Variability Method)-W ~-q ~ o!fll' 

cn1 qftqd1/ll1(1dl cn1 ~ ~ Cifi{ ~ ~ t, dt<ll(i:ll(l. oID q;-~ '9'( a:r,d-qf<c4tf.wnt1 

aqf<&ff{ qi1 ~ ffll -q ~ qf<c4tf11lilt1 aqf<oqqf ~ 'qJ1T ~ Cifi{ °AA t, ~ ~ qlf ffl "ffi 
~ t ~ fcffeR ~ cn1 qf<c4tf11ll1t1al qlf "tJID WTAT ~ t1 

el•ffch<OI ~ ~,ct,t4ifidl ~ (Wl'l"lf-fi:tR ~ qf<<4d11lilt1 oq.;n' q;- ~ -q ~-~ 
~ cn1 .:)lli:4,tl!cfidl Hi--tft1f@a ~ ~ "dc'99 ffl t- . 

(1) ~lffr~mTJo~cfivrr-~ ~ "ffil'1o ~ q)f ~ ~ <fi{af t 
~ ~ "(1lT@ ~ ~: ~ ~ qftc4tf11lilt1 oq.;jy 1R 3lTmfuJ t, 

(2J t-11 i:4<m ~1'iTf.rqf,Jrcfivrr-lf{ 'WitiR q;- qlfi<fi(Oj ~ ~ ~ ~ -q ~ 
fil"ffiftt1~~-q:~q;-fclf~m"tR'(1lT!ffl'q)f ·~~-;;i@Tt-m~~ 
qftc4tf1:tilt1 olfln' q;- i:4•ncfi<Or mr m ~ t, 

(3) ~.ftftr f.tE4fnn cfwrr-~ "16('i:t'{llf Sli4~i::f>1ll r~ q;-~ 1R ~ ffi 
Amfto cn1 ~ t, "f-l f.rotm' q;- m -q ~ ~ qftqtf11lflt1 ~ m ~ 't, 

(4) ~ mTJo 1'iT ~ cfivrr-~ aqftoq~ q;- 3li:4:tlll4°1 -q ~ ffiit t 
~ ~ cn1 ~ "(1lT@ q)f R'-ffi11T amrr;ft ~ m -;;i@T t, 

(SJ f.tq.:sro1 ~ ~-~ 'WifiR q;- c41ffcfi<o1 it aqftsqqf ~ ~ -q ~ ffiit t, 
~ oq-q ~ ::J.1f1q.:,iuilll ~ f ~ qf<c4tf1llilt1 oq.;jy cfi1 ~ Ff;llT ,jfl ~ t, 
~~ qfh.1d-i¥ft<-1 ~~ ~-~ ~ qftc1d1!lil(1 aqftoqqf q aRR f.1i.:if1.1f&a 

~3TI'~~~,jfl~t-
(l) ~ aqf<oqq ~ ~ -q ~·t ~ ~ ~ ~ <1T ~ Cifi{ ~ ~ ~ 

qftc:4tf1¥Ht1 aqftoqq ~ ~ q;-~ ~ Cfft ~ -q: m ~ t, 
(2) ~ aqf{oq~· <n1 Jira~ ffll ~ ffiIT t ~ ~ ffll ri m 1R ~ 

ffiit t, ~ ~. qf{c1tf1¥ilt1 aqf<sql.fl· cn't -srfu ~ -um ~ ~ t ~ ~ ffll -q: 
~ mm ffifT t, 

(3) fi:tR aqf{sq,!.fJ qlf ~ ~ ~ mm t ~ qftacf1¥ilt1 3'{lf<oq<n" ~ ~ 
~cnllTT:iTT~mcTit1 

(4) ~ aqftoqll 'Slll!': ~ ~ t ~ qf<c1<f1¥t1(1 aqf<sqq1 ~ <1l ~ m 
~t, 

(5) ~ aqf<oqll ~ q;-~ ~ (;qi ~ ~ t ~ qflc:4tf1¥ilt1 aqftsqq q)f 
~~~~8;l~-::rm'mm1 
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~ aqRoq~ cfft ~ cfiT "3fi:rn ~ ~ fcm•'lflo1 ~ ~ a:m ffiq) ~~om~ 
~ m§lH JiGR cfi"vl"I, aqf<oqqf qi1 e&1icfi1 ~ i1 3@': tj&1iifi-1 ~ ~ i ~ 3Rf1@ 

aqflcll4l' q;) ~ m§lH, ~ 3M ~~~~qi"{ 3IB71-3IB1T ~ ~ ~ ~ \if@'f i1 
e&1iifi-1, ~ cfi ~ ~ !-

Ci>~ m ~ cfi aqRo1.14'· cfil 3lWT cfi"vl"II 

(ii) 3qf<oqqf * fc«Rur cfi'l 3ffifR iA'RII 

(iii) aqRoqqj ci; fc:4.l(clflo, ~ ~1 

(iv)~~~ cfi ~ ~ ~ "36RTI 

( V) W' q;t "3fi:rn 3'.lT'm: 1R W-il i 

~. ~ ~ m§qJ (standing order numbers) ,ft ~ ft ~ "5lcfiR ~ ~ 
~ v:ct fcffiu1 aqfloqqf cfi) ~ ;jfR qffi m ~ 'ffi1rn msiT m§qJ ( cost account numbers) 

~ fl ~ m§qJ !ffil 3qf<oq4 "q;t ~ ~ 3lm'r-TT ~ it 3qf<oq~j cfi1 m ~ ~ "'1 
~~~q~~ciilffl~\if@'fi-

(i) qOjftq<fi -q;;@ (Alphabetical Method) 

(ii) tj&1i<'i<fi ~ (Numerical Method) 

(iii) cto1i<'icfi cf e&11Mfi ~ (Alphanumerical Method) 

I aqf1.oc.1c:if cf)\ ~-hliSUI (Collection of Overheads) I 
fc.ffiA aqfloq,:ff <"1 ~ ffl' cfi ~ ~ ~ ~ \if@'f i1 aqfloq4 cfiT ~ 

~ ~ cfi 3Rfl@ ~ \if@'f i, ~ ~ . ~. ~ v:ct fc@"{"01 ~, ~ ~ ~ 
~ oZ{q ~ ~ ~ cfiT WJ1cf cfi"vl"I ~ ~ ffiq) ~ "flll4' f.ti::J ~ 1R 'f.ZlR ~ 
~-

(i) ~ ffiql ~ ~ ~ "Cfftqffe@ lRT ~I 

(ii)~ "'1 m§qJ "3fi:rn ffl ~I 

(iii)~ JlqiR cfi oZflU cfi IBQ: ~ °wt fflql lRT ~I 

aqfloqqf cfi ~ ffiql q;t ~ qfu@ ~ cfi ~ ~ ~ m§lH (code 
number) JIGR qi"{ ~ ~ i ~ aqf<oqqj q; fq:tcliii 0i 1l;ci ~ ~ ~ ® i, 

fflir-aqfloq.:i'!; cfi1 ~ ~ cfil mwri Pti.tfotf~a ffl' ~ ~ \ill~ i-
(i; H:!H .. ~ mTT'ml' (Stores Requisitio::1 sE;,) Cf.l ~ ~ 1wslUlti ~ f.!1ffi;o ~ 

mirnt "'1 ~ qiT ~I~~ t, 
(ii)~~ (Job card) cfi fc1:t<?l14°i !ITTT ~ SJrq "'1 ~ ~ "'1 ~ ft 
(iii) mq-.rgt (Cash Book) cfiT fc!:tcl140I m ~ ~ oZflU 1R oq-q "'1 ~~"Um 

q;t~~~it 
(iv) 3Rl'~n'1n' sifaa«-t (Other Registers and Reports) cfi im1 ft~fo.:i'!. 1R ~ 

~ lffi v:ct 3R' ~ ~ ~~ oZ{q, ~ "flll4' ~ cfi oZflU qi)~~~ i1 
·-

~11.o!f~-~, ~~ 4ic.t~iha101 
(Overheads-Allocation, Apportionment and Absorption) ! 

3qf<oq4 q,1 M'IR ~ cfi ct•fliji(Oj, e&1icfi1 ~ ~ cfi ~ 3qf<oq4 fctif<1ll ~ 
q;y 3JTR'1T ~ aqf<oqq'i· q;y fc5f'li•~4ifi<OI (Departmentalisation of overheads) i1 ~ ~ 

http:AJ;ff~ru.t1
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aqf<&p.j'f cfiT ~ ~ q ~ Ff'TI11 -q ~ (fcraDil) om 3lJ'llNA (Apportionment) 

~ ~ ti ~ ,:ft~~ cfi fcff,r;:;r fcriwn <it 11~-11~ "ffi1@ ~ ~~"fl ~ 
~ti~=~~ *~cfil~ cJim -~~ t~~~~-q 3N-'TT 
~~3Tirn~"S1GRm!1~~cilim§R*~"Balf''fcli"ffil@~im~ 
Wff<f -q fcff'IFI aqf<oqqf <it "3f.:ra 3TT'lR ~ fcff,r;:;r 'IWTI" cfi liUI ~ q;pu ~ t ~ ~ 
~ ~ aqf<oq<?f <it~: fcff,r;:;r ~ ~ cfi liUI ~ ~ t • ~ ~ ~ <tl 
~ ~ "ffi1@ ~ it 'B'cfil 3@: f<l"li•illlifi<OI ~ "fl m fcff,r-:i aqf{oqqf aj ~ wn 
~fc{,wncfi~of.:.@"~~fcrafu,~•~cfi~m'l<~~~ 
~ cfft \jfT 'B'<fil °tjlij'q' *· f<1-q11illlifi<o1 ~ <it f.11--1R1forn cfR ~ -q 1l{T ~ ~ t-

( I) aqftoqqJ cfi1 ~ 'll'T fcraDiT (Allocation or Division of overheads) 

(2) aqf{oq<.fl· cfi1 3lJ~ (Apportionment of overheads) 

(3) ~ ~ ~ aqftoqq'f cfi1 ~: 3lJ'llNA (Re-apportionment of overheads of 
service deptts.) 

I aqfl&1<if qi1' ~ (Allo~ation of Overheads) I 
aqn_oq41· cfi ~ ~ m ~ ~ "fl t -ffl ~ ~ "fl ~ ~ ~ 'll'T ~ 

~"fl~~ \jfT ~ i1 ~ cfi ~. ~ ~ cfi ~ <fi1 f.@ ~ aqR&1ll &f 
sTffi ~1 ~ JfcfiT< ~ 1fflA cfft 'JR'1+@ om ~a:,uy olf'll' qi) '3'm ~ ~ ~ ~ ~ 
~lfflA~t, 

aqA,oq4j cfi q•ifcMOI "'-"' ~ ~ 31-ffl'-aqf<oqq'f cfi <i•ffi:fi{Oj cfiT ~ ~ cfi 
<tiTlll, ~ <.fft • 31'lfqf m ~ cfi ~ m 3IBTT-3IBTT wf ~ ~ ~ 
aqRolf<.fl. ~ ~ 7fi'! ~ aqRolfll ~ ~ l:!?!: cfft ~ 31'lfqf ~ -um <it fcmlf ~ 
'll'T fcmlf "ffi1@ ~ "fl ~ cfir-lT ti 

I aq fl&14)° qi1' ~ (Apportionment of Overheads) I 
~ aqftoqlf ~ ffl °f '-ffl ~ ~ fcmli f<il1WT 'll'T "ffil@~ ~ ~k!f-'tld ~ ~ ~ 

~ 'll'T "ffi1@ ~ "fl ~klf.f.ld ~ t, ~ aqRolf<.fl. cfil ~ ~ 3TT'lR "<R ~klf-'tld ~ 'll'T 

"ffi1@ ~ -q ~ ~ aqf<oq4I· cfiT 3lf~ 'll'T 3lJ~ ~ t • ~ ~ 'll'T ~ 
cfft ~ "ffi1@ ~ -gT 'B'<fil ~ cfi ~, cfi'mm cfi1 ~ '-ffl ri ~ ~ W~f.f.ld -gTffi t 
~ ri ~ ~ ..,4i:l1rt41· "'1 ~ ~ t ~ ri ~ <fi1 ~ ~ t am: ~ 
ri aqftolf<.fl. qi)~~~ fcff,r;:;r f<Nrn 'll'T ~ ~ -q ~ ~ ~ cfft ~ ti 

aqfl&1~1·cF>~n?.ff~~3r-ffl" 
(Difference between Allocation and Apportionment or Overheads) 

-

(I)~ aqRolfll ~ fcmtf ~ 'll'T "ffi1@ ~"fl~ ~~<1 l!l m ~ aqftolf<fi cfi1 

~ ~ t ~ ~~ ~ 'll'T ~ "fl ~kl~d ~ ~ 3™'11'111 ~ t1 

(2) aqf<oq4I· cfi ~ ~ ~ ~ cfil ~ ~ -➔efl' '3om ~ 3ffei"ll'111 cfi ~ 
~ ~ <tl ~l<i~llcfidl i@t t1 

(3) ~ -q olf'll' <tl ~ 'Um ~ ~ "fl ~ <tl \jfT'ffi t, ~ 3lf~ -q olf'll' 

q,l -um aj fcff,r;:;r ~"fl~~ ~ t, 
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aqAsq41· ~ ~ ~ ~4,.,., 

(Principles of Apportionment of Overheads) 

a4R&1~W "'1 fcif,r-f fcNrn' -q ~ <fi fcu1A ~ m Ni~~~ -q 
nf.l.,....,'-i,E,fliiiA,ffliir.iitf ~ c6l fcmtf ~ ~ v:iR T{ TI§'l'T ~-

(1) ~cfft' ~cfiT~ (Principle of Ability to pay}-~~ Cfi ~ 
aqf<&l<TI. CfiT 3l~"li'11'1 fclf1A fcNrn' "'1 ~ "'1 ~ ~ ~ ~ wq Cfi ~ '4\ ~ 
~ t ~ \lll fcf,wr ~ ffi1f ~ ffl t o-f '4\ 3'.{f~ ~ -q aqf<oqq ~ ~ \;fffi i1 
~ fcl'm ~= m 1'tf c6t \il'ffit ~ ~ ~ CfiT wm ~ ~ ~ t f<f; ~ - aqf<o4,.r1 cfi1 

~"11,il-1 cfl~fqcfiftl Cf) ~ '4\ ~ ~ ~ t1 ~ ~ fcf,wJ Cf) 'ffi'q- ~ t 
~ c:1,~fqcfi oZl"-l'olllltm 'ifl~~"cfil~oZl"-l'm~mm~~ ~ 
ffi1l ti 

(2) ~ lfl ~,fl11101 ~(Surveyor Analysis Method}-~~ -q ~ 
fcriwn "cfil cft ~ cfTffi ~ ~ aq,ilfi1111 CfiT ~ mlf 1'iT-TI ~ '9lff ffll ~ l!{ ~ ~ 
fqllcl110, ~ aqf<&1<il. <tiT fcu1A fcrin7TI' * ~ q ~ ~ -cfi) m ~ ~ t q ~ 
~ '4\ aqf<oqql' CfiT ~1'lifl-il1 ~ WU ~ ·t1 

(3) ~cfiT~ (Principle ofEfficiency}-~ ~ Cfi ~ aqf<&1q CfiT 

3'.ff~~ Cf)~~ Cf)~ '4\ ~ ~ t, ~ ~ ~ ~ ~ ofill' mm 
fin "Slm ~ ffi'I'@' ~ '1ffifl f ~ fcf,wJ "'1 3l"filll~dl cfil 1«IT ~ f1 ~ f.fcmd, ~ 
~ 3'.{q~ ~ ~ t m "Slfu ~ ffl'lffi ollll m ~ t ~ fcf,wy "'1 ~ CfiT 1«IT 
~t, 

(4) W:n' l1T ~ cfit' ~ (Principle of service or Use}-~~ Cf) ~ · 
aqft:o4q1· cfiT 3lM"ll-il-l M1A fcrin7TI' m mt<f ~ ~ o4'lfl1l Cfi ~ 'tll ~~ti aqf<o4<fi 
Cfi~Cfi~f-;R~ anmu-cfi) ~'ffl~t. o-m~~31T'TT~ f.li.:if<..tf&o i-

(i) ~ ~ ~ "lfit amm-~ oZ!"-1' \lll lJlfi:rct;) "'1 ~-=tw ~ ~kf Ptlo t ~ Wl 

~ Cfi ~ '4\ ~ 'ffl N i1 ~ Cfi ~. ~ Cfi ~ -cfi) ~. fflW1l oZ!"-1', 

ffl~ ~j~~l-l ~ oZ!"-1' ~I~ Wl ~~Cf) ~-q~ ~ q;) ~"'1 
m§qJ Cf) 3ITllR '4\ ,fl 1'kT 'ffl ~ ti 

(ii)~~ cfiT amm-~ aqf<&14l' cfii ~ Cfl ~ Cfi ~ '4\ 1'kl ';jj"@f t 
~~~Cf)~~ t ~ ~ l'fllRT ~ Cf) ~Cf)~ 'ti\ "'1 ~ t, ~ 
~i:qf.dq): cfi1 ~. ~. ~I 

(iii) cfi4~,n4'· 4fl'mJP.n'cfiT amm-~ aqf<&jq ~ lJlfi:rct;) "'1 m§qJ <fi ~ ll2a <ll 

~ i M1A fcl,wn * lJlfi:rct;) "'1 m§qJ Cf) awm ~ ~ m 'ffl N t, ~ Cf)~. 
Wl~ oZ!"-1', ~ oZ!"-1', ~ oZ!"-1', ~'ltll~q oZ!"-1' ~I 

(iv)~~ ~cfiT ~-~ aqf<oqq1· "cfil, \lll ~ ~ ~ ~ ~ l 
fcu1A ~ m ~ ~ ~ Cfi 3ljcrm -i!{ <ilkT 'ffl ~ ti ~ "lcA" "'1 ~ q mrqy, 
~ oZ!"-1', "l<f'I qi{ ~I 

(v) ~ ~ cfiT amm-~ ~ •<Wf ~ ~ m ~ ';jj"@f t, ~ 
aqf<&14l' cfii, \lll ~ Cfi ~ ~ ~kff~tt i, ~ ~ <fi ~ ~ 1iijcT 'ffl 'B"cfi'ffi t, ~. 
Wcffl ~ • ~ "'1 ~ q 3WW1T CfiT oZ!"-1' oYU ~Cf)~ ~I 
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(vi)~~ cfiT am.m--v:il aqf<o1.141· cti1, mcfil ~ ~ B mm t M\Fl 
fcMT,n * ~ ~~ ~ ~ 3lTm{ 11"{ "ifRT ~~ti~~ cfiT .fttrr, ~Rf~* 
~ cfiT ~ • .fitrr ~ <fifT c:fil{@l-il ~~~I 

(vii) dcb-0cfi1 ~ ~ 3ITTITT -qr (Technical Estimate Basis)-~ aqf<o1.141· cfiT 

3lf~~3r:p:TR~3lltm:"'1"{fcnlfl~t.~·>iqiffi(~cf>l~~~~ 
3lTtm: 11"{), ~ ( "lfq) ~ mP<f ~ tflcft ~ ~ ~ 11"{, ~ ~ CNR, ~ <l"T Z1, 

ifu;f ~ 3litm: 11"{, ~ 3iR ~. ~ fcmll ~ cfiT 3lf1l"ITTR ~ cf>l ~ B ~~ti 
~qfufu fflB ~ t~ ~m~c61M\F'ffcfiwn-q~~~ ~ awm: 

~m~t~u:JR~~-q"{t-=rrt~M'F'ffcMTrn'-q~~cfil~<fiB~ 
~ ~ ~ ~ awm: c6l m ~ ~ "1% ~ ~ 11"{ aqftcxllfl. c:fiT ~ ~ 
~ ~ ~~ 3ITT ~ ~ ~ ~ ffl cf,1 ~ ~ ~ cf,1 ~ ~, 

aq ft&t 4'j cfiT S11 \I.I ~cfi f«i:I NM 
(Primary Distribution of Overheads) 

~ aqRo1.141· cfiT ~ ~ ffl1fTTT <fifT mn, ffl1fTTT ~ l:{l:q ~ 3Tit:IR -q'{ ~ 
~ f m ~ aqf<o1.141· cfiT ~ ~ (Primary Distribution of overheads) ffl ~I 

Illustration 1. (Primary Distribution of o~erheads)--fcfilft ~ ~ ~ ~ X, 
Y <fifT Z -q f..:i"1Rif&d d9Ro1.141· cfiT ~~(Apportion the following overheads among 
the three departments X, Y and Z of a factory)--

~ (Rent) ? 60,000, >iqiffi (lighting) f 27,000, ~ (supervision) f 22,500, 
~~(depreciation) f 45,0001 

ftrcmiT (ParticuJars) 

~-qlf ~ (Area-sq. metre) 

~ ~ ~ cf>1 ~ (No. of light points) 

'c:fiTU'l'R1' cf>1 ~ (No. of Workers) 

~ ~o (Machinery-?) 

X 

1,500 

50 

30 

90,000 

. Solution. Primary Distribution of Overheads 

Name of Basis Total I Deptt. X 
overhead 11 

' f f 
Rent Area 15: 8: 7 60,000 30,000 

Lighting Light Points 5 : 4 : 6 27,000 9,000 

Supervision No. of workers 3 : 2 : 1 22,500 11,250 

'Depreciation Asset value 9 : 6 : 5 45,000 20250 

Total 
I 

1,54,500 1 70500 

y 

800 

40 

20 

60,000 

Deptt. Y 

f 
16,000 

7,200 

7,500 

13.500 
. 44,200 I 

z 
700 

60 

50,000 

Deptt. Z 

t 
14,000 

10,800 

3,750 

U 250 

39 800 

Illustration 2. (Primary Distribution of overheads)-~ q;.:q;:ft ,:ff{ fcNrn -q 
~ i1 A, B <fifT C ~ ffl1fTTT f ~ D mfT ~'G"JTI t1 ~ ~~ ~ qlWfctc:fi ~ 
H'-if('!f@a °f-

Krishna Co. is divided into four departments A, Band Care production and Dis a 
service department. The actual expenses for a period are as follows : 



aqn~ti <'l©i&i-1 11s 

~ 

~ (Rent) I 0,000 

ltq;:;r cfft lRU@ (Repairs to plant) 6,000 

~ ~ 1m (Depreciation of Plant) 4,500 

~~(Lighting Expenses) 1,000 

~ l5q-q (Supervisory Expenses) 15,000 

~ ~ mt1' .flirr ~ (Fire Insurance premium of stock) 5,000 

lTFcRt (l>ower) 9,000 

~ ~ (Employee's LiabHity Insurance) 1,500 

~ ~ ~ ~ ~· R'-ilfll'&d ~ '1ft ~ f (The following information is 
available in respect of four departments) : 

A B C D 

~-~ (Area-sq. ft.) 1,500 1,100 900 500 

~ q,1 ~(No.of Lights) 15 11 9 5 

~ q,1 msllT (No. of Workers) 200 150 100 50 

~ ~-~o (Total Wages-') 60,000 40,000 30,000 20.000 

~ cnl ~-~o (value ofplant-') 2,40,000 1,80,000 120,000 60,000 

~ cn1 ~-~o (Value of Stock-') 1,50,000 90,000 60,000 -

ffl1Td)' cfil fct'1f"1' ~ ~- ec:lfq$kl M'~ ~ a:if,i-~ ~I (Apportion the costs to 
the various departments on the most equitable methods) 

Soludon. Primary Apportionment of Overheads 

Name of Expenses Basis of Total . · Producdon Deptts. Services 
Apportionment Deptt. 

I 
A B. C D 

( ') (') (') ( ~) 

Rent Area 10,000 3,750 2,750 2,250 1,250 

I ( 15 : 11 : 9 : 5) 

Repairs to Plant Value of Plant 6,000 2,400 1,800 1,200 600 

(4:3:2:1) 

Depreciation of -Do- I 
I 

4,500 1,800 1,350 900 450 
Plant 

Lighting Expenses No of Lights 1,000 375 275 225 125 
I (15 : 11 : 9 : 5) 

Supervisory No. of workers 15,000 6,000 4,500 3,000 1,500 
Expenses (4 : 3 : 2: 1) 

I 

Fire Insurance Value of stock 5,000 2,500 1,500 1,000 
, premium on stock (5: 3: 2) 



Power Value of plant 9,000 3,600 2,700 1,800 900 
(4 : 3 : 2: 1) 

Employee's Total Wages 1,500 600 400 300 200 
Liability Insurance (6: 4: 3 : 2) 

52,000 21,025 15,275 10,675 5,025 

wu-~~ aqf<&1<-if qif~: ~-fmm:r~ 
(Re-Apportionment of Service Departments Overheads-Secondary Distribution) 

~~~~fefiwncfi~~~~cfi\~~im~~ 
*qf-f<fiwl~q;)~f<fmcfi~~:~cnT11mort1~f<fiwlm~~ 
~~~~.~~f<fiwl~fcfqpyq;)~~-qa:rq-;ft~~~t1 
~ ~ f<fiwT "B w~f.>£1tt aqRo1.1ir1 q;) im'A ~ fefiwn "G" ~ ~ ~ amft !1 3'.ffi: \ill 
~ f<fiwT ~-~ ~ f<fiwT ~ ~an q;y ffl'q ~ t ~ ~ ~ ~ ~ 'il'T;fl cfi 
3WEm: -q"{ ~ ~ cfi ,aqf{~qi· q;y ~~ im'IR ~ fcrqrn'-q"{ ~"it~ t. 
~ ~ f<fiwT cfi ~ d4R.olllTI. ~ m ~ ~ \ill ~I ~ f<fiwT ~ aqR~4i q;) ~ 
~ ~ ~ WTtl' 3WEm: -q"{ fc@fu, ffl ~ ~ q;) ~ ~: 3lN"ll"1"1 ~ t1 ~ 7ftut 
~ (Secondary Distribution) ,:ft ~ f 1 ~ -q"{ ~ a~&-illl' ~ fcl> 7ftut ~ ffl "B 
~ ~ ~ m,r ~ !1 . 

~: ~ ~ 3Tilm' (Basis of Re-Apportionment) 
~ ~ fa:'WTT <fi aqR~lTI· q;"'l f.ri::-i 3llllm -q"{ ~: ~~\ill~ t
(1) mrr~iii ammin--m ~ fcrqrn' ~ ~ q;y -i:n'll ~ * ~ ~ t ~ 

~' ~ 1ffef ~ . O'l fcrqrn'-q JI'@~~~~ cfi\ ('ff \iflffl !1 ~ ~ ~ ~ 
cfi ~ clj'q q;) ~ 3T<TI't °G" Rfifu ~ ~ "B 'llJlT ~ ~ ~ \iflffl !1 \ill ~ f<fiwT 
~ ~ ~ q;y ~ cfiTffi !, ~ cfi 3WEm: -q"{ ~ f<fiwT cfi olf"lU q;y ~ cfi\ ~ 
~t, 

c2>mlftftaft'~iiiammin--~~f<fiwl~mt~~~fcri:wn' 
-q ~ ~ ~ mil'ffl-q"{ f.r'IR cfi«ft !1 ~ ~ fcrqrn'-q ~ ~. ~ ~ . "ffi"lf f<fiwT 
~~~\ill~ t, ~ fcrqrn' cfi ~ clj'q qi'J ~ ~ fcrqrn'-q m ~ ~ 
~ ~ mTTiit ~ ~ 3N<:fT mmft cfi q,jf,9' cfi ~ -q ~ \iflffl t, 

<J> mrriii~iii amm-in--m ~ fcri:wn' * f.ri:toT ~ fcfim ~ ~ ~ ~ 
\if1ffl t, ~ $--31lf.MR•I 'd'ffl11 -q wm:: q;y ~. ~ q;y ~. $~~~f.£•1 qi"'!~ 3l0GI ~i 
fcrqrn' cfi ~ ~ cfi ~ clj'q q;) ~ ~ ~ ~ ~ ~ cfi ~ "B ~ ~ ~ 
f<fiwT ~ ~ 'EfUcT ~ Rtiffuf cfi\ ('ff \iflffl t am \ift-\ift ~ f<fiwT ~ ~an qi'J ~ 
~ ~ cfiTffi t m ~ ~ ~ ~ ~ "B clj'q ~ 7JURT ~ ~ ti 

(4) ~iii~iii aml'R'IIT -~ ~, lR++@ ~ dcil,-tlc+i{OI, ~ ~ ~ ~ 
f<fiwT t \ill~ fcrqrn' ~ ~lj;;,o· c+i) ~ m * ~ ~ ~ t, ~ ~ fcrqrn' cfi ~ 
clj'q q;) ~ Wl1 cfi ~ cfi ~ -q"{ ~ ~ ~ mor m ~ ~ ~ fcri:wn'•cfi 
~ cfi ~ cfi ~ °G" ~ cfi\ ~ \iflffl !1 

(5) 3<Ql~ct ~iii am.ITT'Qr-3i~.>tll1, ~. ~' ~ ~ fcrqrn' cfi ~ 
olf"lU q;) im'IR ~ fefiwn °G" ~ ~ ~ mT cfi ~ °G" fc@fuf ~ \iflffl !1 

(6) r.fi¥tiUflt,1 cfft ~ iii amITT 1IT -~, ~ ~ tuiA ~ Wl1 fcri:wn' 
cfi ~ olf"lU q;) ~ fcrqrn' °G", ~ m"WT! ~ c+iil'i'.lll'J:4( ~ ~ cfi 3WEm: -q"{ ~ ~ 
\iflffl t ~ 1l Wl1 f<fiwT ~ c+ii:f'i'.IIR<rf ~ ~~ 1c"9' "B ~ m i1 
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W-ff-~~cnr~ I 

(Accounts of Service Department Costs) 

~3tQl<:{'1~~~~ 

(Apportionment only to Production Departments) 

~~-qwnfcMT!lcttffilToqilf.fn3Rwnfq'l,rnrt~fc«lfur~~~ 
fq'l,rn rt ~ ~ "'1ill ti 

Illustration 3. ~ ~ -q cWf ~ fq,:wr P, Q cf R (l~ ~ WTT fq,:wr X ~ Y t I 
~ 2019 ~rt~~~~ >1q,R t-

Particulars p Q R X y 

~~ ~ (Direct wages) ( ~) 4,000 3,000 2,000 3,000 5,000 

~~ mlP.ft (Direct materials) ( ~) 1,500 2,500 3,500 4,000 6,000 

~ <tt ~(No.of workers) 130 120 140 50 60 

~~ocflo (Electricity-KwH) 6,000 5,000 4,000 2,500 1,500 

>fcfim ~ (Light points) 8 12 9 5 5 

lffiR <tt ffil@ \io (Cost of machine--~) 50,000 30,000 40,000 15,000 25,000 

~ ~3Tf ~-qlf-i:fto 450 750 150 150 150 

(Area occupied-Sq. mtrs.) I 
I 

~ 

~ (Power) 11,400 

~ d9Roll4 (Stores overheads) 8,750 

~ ~ ~ (Depreciation on machinery) 32,000 

~ d9Roll4 (General overheads) 10,200 

~ >fcfim (Electric Lighting) 351 

~q;) ~~ (Amenities to workers) 4,000 

lRl+@' ~ 3,:[\ll:llrf (Repairs and maintenance) 6,400 

~~cfi1: (Rent and taxes) 1,100 
Y Ff'i:J1'7T rt 'oll"l:TT qil ~ ~ (l~ X Ff'IWT rt 'oll"l:TT qil 4 : 4 : 2 rt ~ -q P, Q ~ 

R fq'l,rn -q ~= fc«lfur cfw'IT ti ~ ~ ~ ctt fq,ww.i d9Roll4 G{ ctt 1J17Al ~ 
~ llFffi ~ ~ d9Roll4 ~~ ~ rt ~rt~ -q ~ ~ ~ ~I 

Solution. Primary Overhead Distribution Summary 

Name of Basis of Total Production Deptts. Service Deptts. 
Expenses Apportionment p Q R X y 

~ ~ I ~ ~ ~ ? 

Direct Actual 8,000 
. I 

3,000 5,000 - - -

Wages 



Direct Actual 10,000 - - -

Material 

Motive KWH 11,400 3,600 3,000 2,400 

Power (12 : 10: 8 : 5 : 3) 

Stores Material 8,750 750 1,250 1,750 

overhead Consumed 
(3 : 5 : 7 : 8 : 12) 

Depreciation Cost of machines 32,000 10,000 6,000 8,000 
on (10 : 6 : 8 : 3 : 5) 
machinery 

General Direct wages 10,200 2,400 1,800 1,200 
overheads ( 4 : 3 : 2 : 3 : 5) 

Lighting No. of points 351 72 108 81 
Electric (8 : 12 : 9 : 5 : 5) 

Amenities to No. of worker 4,000 1,040 960 1,120 
workers (13:12: 14: 5: 6) 

Repairs and Cost of Machine 6,400 2,000 1,200 1,600 
Maintenance (10 : 6 : 8 : 3 : 5) 

Rent and Area 1,100 300 500 100 
Taxes (3 : 5 : 1 : 1 : 1) 

92,201 20,162 14,818 16,251 

Expenses of 4:4:2 - 6,578 6,578 3,289 
Department 
X between 
P, Q andR 

Expenses of Direct wages - 10,900 8,175 5,450 
Department (4 : 3 : 2) 
Ybetween 
P,QandR I I I 

Total 92,201 137,640 29,571 1 24,990J 

Computation ofDeptt. Absorption Overhead Rate: 

. Factory Overhead 
Absorption Overhead Rate = __ .:...... ___ x 100 

Direct Wages 

P = ~7
•
640 

X 100= 941% 
4,000 

Q = 29
•
571 

X 100= 147&55% 
3,000 

R = 24
•
990 

X 100 = 1249.500/o 
2,000 

4,000 6,000 

1,500 900 

2,000 3,000 

3,000 5,000 

1,800 3,000 

45 45 

400 480 

600 1,000 

100 100 

16,445 24,525 

(16,445) -

- (24,525) 

- -
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,~3-(<4-,~-'1-~----1?;<f-. ~--~----cfi-1:l'ar-~---, 

fcf;m ,:ft~~ -q' ~ ~ ~ -~ t ~ W:fi fcNT1TT cfi1 W:fi3TI cfiT ~ 
~ ~ fcf1WT tt ~, ~ W:fi f<MTr ~ ,:ft ma i ~ W:fi3TI cfiT ~ ~ ~ 
cfi 3lftlitc@~ W:fi fcf1WT ,:ft~ t, ~ cfi ffiQ. ~m!lt.1q, ~. o'l!T '9'JcR ~ ~ ~ 
fcf1WT t ~ ~ ~ cfi ~-~ W:fi fcrirrtT ~ ,:ft M ;;J@T t, ~ 3Rf: W:fi fcf1WT 
aqf<a.iq ~ t, ~ aqf<a.i4'f <lil ~ ~~ ~ o'l!T W:fi ~ cfi ~ M ;;J@T ti 
dt<l!f<ll<!_ ~ W:fi fcf1WT cfi aqf<a.i4'i cfiT ~t'lill-5"1 ~ o'l!T 3Ri W:fi ~ cfi ~ M 
;;J@Ttl 3Rf: ~~cfil 3N-WllmTflolf'4;"~ aqf<oqq 3'.!Rflf~~~~-q'fc@ftf 
'it ~I ~ %u ~ : f;9fc-1f<Std ~ ';f;T 'ffl M "IT~ t-

1. ~ fliflili<OI ~ (Simultaneous Equation Method)-~~ cfiT 'ffl ~ 
~ ~ -q= M "IT~ t, ~ ~ 2 ~ 3 W:fi fcf1WT ~I ~ ~ -q' ~ 
tii-11 ... {oi'i ~ ~ ~ ~ W:fi fcrirrtT cfi1 ~~-um~ <ti\ m ~ t ~ 3Ri 

fcf1WT cfi ~ ~ ~ lll W:fi cfiT ~ ,:ft tlf"if(:'1a tftffi ti oN:i'<ll<t_ ~ aqf<a.iqf cfi1 -um <fi1 
~ ~ ~ W:fi ~cf;~~ JITTftfRT cf; ~ '4'{ ~<ti\~ ;;J@T t o'l!T 

~ ~ W:fi ~ cfi1 -um~~~ t ~~um~~~ cf; aqf<a.i<TI· ~ 
tif"i~d ~ ~ t1 

~ '4'{ ~ affi&.jlq t ~ G) ~ 31f°'◄'fi W:fi fcf1WT m '4'{ ~ ~ cfiT -m ~ m 
"ITffi t ~ ~ ~ 1{0fu: "4l;;i11fo1a ~ ~ 'ITT cf; cfiTtuT ~ <fiT4 ~ ~ m 
"ITffi -t, 

2. g-t<rqfft fttiii"l-1 ~ (Repeated Distribution Method)-~~ -q' ~ ~ 
cfi ~ <fi1 ~ <tR ~ ~ ~ ~ ~ -q= ~ ~ cfi wm '4'{ ~ M 
"ITffi 't1 i1N:i'<ll<I_ ~ f<fflrol cfi ~ ~ ~ Ffli11n -q' ~ "fl oQ"ll' ~ t T-fcfi1 m ~ 
~ ~ W:fi f4'q'Jlfl -q= fcrnfto M -;;rrar t o'l!T ~ ~ °"' oq, ~ ~ t ~ oq, W:fi 
~cfi1Wl~~ll~I ~~cf;~ -q'f.fi:,q'@f<Mlt~~ ~TI§;ft~-

(i) ~ f<fflrol cfi ~ W:fi ~ ci aqf<a.iq ~: cfi1i o'l!T ~ ~ cfi 
aqf<a.i-4 ~ ~I 

(ii) 3'.l'Rl'1l ~cf;~ W:fi f<f'lT1TI' ~ aqf<oqq ~ m ~ o'l!T ~ ~ -q' 
~Millf"1a aqf<a.i<ll· qiJ 1Wl ~ aqf<a.i4i ci ~ it ~I 

Illustration 4. Mahindra Machinists Ltd. have three production departments (A, B 
and C) and two Service Departments (D and E). From the following figures extracted from 
the records of the company, calculate the overhead rate per labour hour: 

Indirect materials 
Indirect wages 
Depreciation on machinery 
Depreciation on buildings 
Rent, rates and taxes 
Electric power for machinery 
Electric power for lighting 

General expenses 

Total 

< 
15,000 
10,000 

25,000 
5,000 

10,000 
15,000 

500 
15,000 

95,500 
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Items Total A B C D E 
Direct materials ( t) 60,000 20,000 10,000 19,000 6,000 5,000 

Direct wages ( t) 40,000 15,000 15,000 4,000 2,000 4,000 

Val1:1e of machinery ( t) 2,50,000 60,000 1,00,000 40,000 25,000 25,000 

Floor area (sq. ft.) 50,000 15,000 10,000 10,000 5,000 10,000 

Horse power of machines 150 50 60 30 5 5 
No. of light points 50 15 10 10 5 10 

Labour hours 15,000 5,000 5,000 2,000 1,000 2,000 

The expenses of Service Departments D and E are to be apportioned as follows : 

A B C D 

D 40% 20% 30% -

E 30% 30% 30% 10% 

Solution. Departmental Overhead Distribution Summary 
(Repeated Distribution Method) 

Particulars Basis of Total Production Deptts. 
Apportion- A 

ment 
~ t 

Indirect Materials Direct Materials 15,000 5,000 

Indirect Wages Direct Wages 10,000 3,750 
I 

Depreciation on Value of 25,000 6,000 
Machinery Machinery 

Depreciation on Floor Space 5,000 1,500 
Building 

Rent, Rates & Area 10,000 3,000 
Taxes 

Electric Po{(te.r Value of 15,000 3,600 
Machinery Machinery 

Lighting Light po. . ,_ 500 150 , .l.J. : 

15.ooo[ General Expenses Labour Hours 5.000 
-

Total 95,500 28 000 

Service Deptt. D 3,420 

Service Deptt. E 3,661 

Service Deptt. D 489 

Service Deptt. E . 36 

Service Deptt. D 6 

95,500 35 612 

------Calculation of Overhead rate_per Labour Hour : 

B 

t 
2,500 

3,750 

10,000 

1,000 

2,000 

6,000 

100 

5 0001 

30 350 1 

1,710 

3,661 

244 

36 

2 

36,003 

A= t 35,612 = t 7.ll ~-
5,000 Labour Hours .' -, \ 

C 

~ 

4,750 

1,000 

4,000 

1,000 

2,000 

2,400 

100 

2.000 I 
17 250 

2,565 

3,661 

367 

37 

5 

23 885 

E 

10% 

-

Service Deptts. 

X y 

~ t 
1,500 1,250 

500 1,000 

2,500 2,500 

500 -''i,ooo 

1,000 2,000 

1,500 1,500 

50 100 

1 000 2 000 

8 550 11 350 

(8,550) 855 

1,222 (12,205) 

(1,222) 122 

13 (122) 

(13) -

- -
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B = ~ 36,003 = ~ 7_20 . 

5,000 Labour Hours 

C = ~ 23,885 = ~ l 1.94 
2,000 Labour Hours · 

3. ~~~-~ w:n mn fcMTr ~-~ fqm q;T m mn ~ ~ 
it t~it ~mnfcM'rr~ mn fcM'rrq;) ,:nmn~~~t1 ~ ~ ~~ 
i fr.;~ mn fcMTr 3Fr mn fqm tfil ,:ft mfT "Cfi11 qf<o11iH:q~q ~ mn fq'IWT 31f~ 
fcNrin' q;T mn ~ ~ t ~ ~ fq'IWT cfitl it~ ctt mn qi"{~ ti~~~ 31f~ mn 
fcMTr ~ t m ~ um ~ it aqR~4f cfil ~ ~ ti w ~q1n:xiRi:fi 3TI'clR 

(Non-reciprocal bars)~ 1Ttl' ~ 'ITT~~ ii 
~ ~ -q ~ mn fcMTr q; aqft:~41· q;T 3Fr fcNrin' -q ~ 3ljtr@ # <}Jfq'41F-ila rcfi<11 

~ t m 3ljtr@ -q ~ fcMTr ~ mn fcMTr ~~~~ti ~ ~ ~ ~ ~ 
aqf<~,_r, ~ fc@"{UT ~ mn ~ cfil sf)ll f.f'TTftf ~ ~ ti ~ ,tt fcM'rr, ~ ~ q;T 

~ ~ ~ M'~ ~q;T mn ~ ~ t,~ ~~sf)ll ~ ~ ~ t ~ ~ 
mn fcMTr ~ oq'l{ ~ fq"llf-;@ ~ -ii'@ ti~~~ cfitl ~ q;T mn ~ m 
q@ mn fcMTr q;T ~ sf)ll -q wr ~ ti ~ sf)ll ~ ocfi -;;im ~ t ~ ocfi f..i ~ mn 
fcNrin' ~ ~ cfil 31rc:ia<a1 ~ ~ m ~1 ~ ~ mn fcM'rr, ~ ~ -q fqm q;T mn 
~ "qj"{ ~ 'ITT 'ITT ~ Gffl -q ~ fcM'rr q;t m~f~cf>dl ~ ~ t m fcM'rr -q 31f~ '{cf,'tf ~ 
3qf<~<l d1f~ ~ -ii'@ ti 
~ fcrnFr mn fq"411TI cfil sf)ll ~ m ~ ~ mn fqm IDU ~ ~ mn ~ q;T 

~~~-qm~l1 
~~-q~~~wm:~~fcf<Ruir-'tp!cfi13IT<fiT{~m~~~ 

it~ w~ q;T -wr ~ w~ ~~ti 
~ ~ q;) ~~&RT ~ m ~ \JJ'T ~ i1 
Illustration 5. ~ ~ ~-q 'i'iA ~ fcMTr 'A', 's' ~ 'c' tam: 'i'iA 

mn fcfiWT-~ fcM'rr, ~ ~ ~8J1l'T ti 3qf{i5<l,i'f ~ m~ fc@"{UT ~ ~ W!I'@ 

~t-
Production Deptt. Service Deptt. 
A ~ 8.000 Time office ~ 2,000 

B ~ 12,000 Stores ~ 4,000 

C ~ 6,000 Maintenance ~ 6,000 

W,:p;:r ~ # 'cTilfillR.<TI· ctt ~ f.ri:;, mt-
Production Deptt. Service Deptt. 

A 25 Time office 5 

B 30 Stores 15 

C 20 Maintenance 10 

mn fcri:rrrr-~, "B'ITT ~ q;r ~ ~ ~ i1 '~' fq'IWT cfil '6<l<l' W-ir,;, 
~ it. <f>4illR<.ff. cf>1 ~ ~ 3fl~ i:n: ~ i1 

http:3TI'f.1R
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~ fcNrl cf; o!:f1it" clil ~ ~ fc@ftf cfiBT t-
Maintenance 

Production Deptt. A 

Production Deptt. B 

10% 

20% 

40% 

Production Deptt. C 30% 

~~ fcNrl 3ltr-it ~an qiJ 30% fcNrl 'A' clil , 50% fcf'WT 'B' cfiT cf~ 20% ~ 
'c' <lil "SIGR <fi«fl t, 
~ fcNrl cfi ~ clil fcu'Fl ~ fcriwn' -q ~ ~ fcu'ef ~ 3TI~ ~I 

Solution. Statement Showing Apportionment of Service Deptts. Overheads · 

Particulars Service Departments Production Departments 

Time Office Stores Maintenance A 

t t ~ ~ 

As per Primary 2,000 4,000 6,000 8,000 
Distribution 

. Time Office (-2,000) 300 200 500 

Stores (-4,300) 430 860 

Maintemance (- 6 630) 1,989 

Total 11,349 

Working Notes: 
Basis of apportionment : 

(a) Time Office : No. of employees (15 : IO : 25: 30 : 20) 

(b) Stores: As per given percentage (10%, 20%, 40%, 30%) 

(c) Maintenance: As per given percentage (30%, 50%, 20%) 

B 

t 
12,000 

600 

1,720 

3,315 

17,635 

I aqft6£1tn cnT ~ai~ntto1 (Absorption of Overheads) I 

C 
t 

6,000 

400 

1,290 

1 326 

9,016 

aqf<oqqf ~ 31j"ll-il1 ~ afR ~ ~ 'ITT "f@l f fcf,-~ ~ ~ f<oq<fi· q;) 
~Mlf-tjd fcrqpf &TU~~ <l'l 1r'f ~ ~ ~-q M "3f.rn 3IT'elR ~ fcrafuf fcfi<l'l 
~·~~~.~~~~q,l~ffi"l@~tll~~q,l~~i~tll 
clil ~l aqf<oqqj ~ 31cC~tfUI ~ ~fcl('l<H ffl ~I 

~~ ~. •~ ~ aqf<oqcii q;) oB fci,wy rou f.rfira ~ ~ fcrafuf 
~ 3qf<oqqj ~ 31ql(fltj01 ~ t," 

;mfo mo v;iro ~o cf;~. "3qf<oq<-0" ~ ffi7@ ~ ~ ~ cfiBT m 3qf<oq~ 

~~t," 
~ -qft~a:rr ~ ~ t fcf,- ''fclim ~ ~ <fi fcrftr-f 3qf<cq41 cfit f.n1ra 

~m~-qrf?.raftncnr-rrtl aqf<cq41 <!iT ~q~flqOI &i(;<"'lldl ti" 
~ ::stdl~flqUj. if~ (Difference between Apportionment and Absorption) 

fcflm ~ ~ ~ 3qf<oqt0· q;) ~ fcriwn' -q ~ 3qf<oq<-0· ~ 31:f'll-il1 

~ t , ~ ~ ~ ~ ~ aqf<oq<-0· clil oB fci'IWT rou ~ ~ 1l\ 

fc@fuf cfiBT 3qf<oll'-0° ~ ~ ~ i, 3li'f: 3qf<oq<-0" ~ ~~ q 3lcfWrlT -q 
f.11-118f&a ~ t-
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(l)3lc:4~Til'l01cfi1~~~<fiom::1ITT"Pqmffi~3l~~'llr-iR~~m"eftt~ 
3lc:ll(TI'IOI ~I 

(2) aqRoq4l' <fi ~'q'J-;;pf -q ~ cfi"f m ~ ~ t ~ 3lt4~flt'l01 -q ~ cfi"f 

m~~t1 
(3) ~'qf\;R <fi 3Rflffi ~ aqRoq((t· -q ~ fcr,wy cfi"f ~ ~ ~ ~ t ~ 
~ <fi ~ ffll'@ ~ <fi aq[{oq((t· qi)~ ~3rf 1l""{ fc@fur ~~ti 
I aqflsa4l ?.fi' ~c:ii:?rlfilOI cfIT q4fitcii (Methods of Absorption of Overheads) I 

aqfloqqf <fi ~ <fi1 ~ ~ qi) f.:rCf ciR 'ITT'TI -q "iITcl ~ ~ t-
(1) cfiH-OJMI aqflSQ'-41 cfif "icl:?rlfilOI 

(Absorption of Factory Overheads) 
~ fcf,wJ Cfi ~, aqfloqq'f ~ ~ fcf,wJ IDU ~ ~ - ~ r 

aqf{oq((t· cfi ~ Cfi ~ f1"'lf('!f&t1 -q ~ ~ ,:ft 1l:cfl ~ ffl ~ ~ ~ ~ I ~ 
cfi1 ~ ~ ~ ~ qi) ~ 'ITT'TI -q "iITcl ~ ~ t-

(1) ~ q4fa4f (Percentage Methods)-~ f.:rc:J ~-q ~, 1ITTffitl' Cfi ~ "q' 
~cfil~t~~Jffimo~ffll,a:m: ~~~~~qi) l00~lJUTT~ 
~t, 

( 1) ~ ~ ~ ~ (Direct Material Cost Method) 
(2) ~~ ~ ~ ~ (Direct Labour Cost Method) 
(3) ~ ~ ~ (Prime Cost Method) 

(II) llftrVO'!T~ q4fa4f (Rate per Hour Method)-~ f.:rCf ~~'Sf@ "EfO"lT 

~ ~ cfi1 ~ f 1 fct; Jlfcmo, ~ ft 'SI@ "EfO"lT ~ ~ ffl i, 
(4) ~ ~ "EfO"lT ~ ~ (Direct Labour Hour Method) 

(5) 1fflR "EfO"lT ~ ~ (Machine Hour Rate Method) 

(6) ~ o'fl -imR "EfO"lT ~ cfi1 ~~(Combined Method of Labour and Machine 
Hour Rate Method) 

(7) ~ 3ll~ ~ (Output Basis Method) 

(1) ~~ffl1Tn~ (Direct Material Cost Method)-~~ -q cf,l<&HI 
aqf<oq((t· <.fiT ~ ~ ~ mlf!ft <fi1 ~ <fi 3lT'lR 'tR: ~ ~ t, 3lo: fcf,wJ <fi ~ 
<61<&111 aqf<oq((t· cf,T ~ fcf,wf-q ~ ~ ~ mlf!ft <fi1 ~ <fi ~ 1ITTmtl' ~ Cfi\ fwTT 
~ t, W' Cfi ~ "q-

~ ~ (Absorption Rate) 
<61(&111 ....... d4""R..,,..,&i-4 (Factory Overheads) x 

100 
Sig<@~ "J.l'fll"~T mll'1ft (Direct material consumed) 

dGlfS{Ui-<l'R cfi"CWAI aqf<oq4 = ~ 80,000 cf ~ ~ m-i:nft = ~ 1,60,000 i "Cn 
cf,1<&111 aqf<oqq ~ f.fi;;:i m-

cifil<&l11 d4R_6qq ~ = ~~cf,~I(&=~~.,, =~ X 100 = ~~ l~~~:O X 100 = 50% 

<If<:: fct;m ~ qi) m -q 1,200 <io cfi1 ~ ffl cfi1 ~ 'ITT m ~ ~ <fi ~ 
~- cifil<&l11 aqf{oqq 1,200 X 50/100 = 600 <io 1l"R ~I . 
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m'it (Advantages)-~ ~ ffil@ ~ ~ HklfC"lf@.1 "ffi'q f-
(i) ~ ~ q,l lJ"O'RT ~ ~ i ~ ~ ~&f ~ q,l lfG ~ ~ i 3f~ 

~ ~ ~ ~ 3fWT ~ "ffiID 00 clft 6llcl~lfcfiol ~ i1 
(ii)~~~'lftow:r~cf>{filil~~~~-q3lf~~-;:imov:n 

~ ~ ~ qiT m ~ ~ m ~ cf~ ~&l' ~ cfiT m ~ '1f@T m, 
~ (Disadvantages)-~ ~ ffil@ ~ ~ f.ri:;:rf~ ~ i-
(i) ~ = ~-q am; WfiR cfft ~ ffl cfft -;;mn f ~~,:ft '1~-'1~ ~ 

i1 ~"ITT~.~-~ "Cf\~~ ~-q ,:ft~ "ITTffi ~ i ~ cfil{<l:1111 aqf<&jq 
3fqf<qMa ~ ~1 

(ii)~ i:r.i;:@ if~ cf ~ ~ cfi ~ -R 'ITI 3qf<o44 c(i 3f(fflflf01 if~ f'R(TI 
~ ~ \llTffl i1 ~ ~ ~ ~ cfft ~~ ffl "cfiT ~ ~ cfi\ ~ 't°1 qf<o11tH4~4, 
3Jq~ aqf<&lll ,:ft cfitf mrll 

(iii)~~~~ 3qf<&jq~-q'{ 3i'lmfto~~~~~'q~cfil~ 
~~Thil~I 

(iv)~~'q~G{IB"Cf\ ,:ft~ ~~~~f<fi~flcfft ~~~ 
-ifT ffi i ~ ~ &Ttll ~ Rl{TUT ffl if~ cfiT ffl 3lf~ ~ -ifT"ffi i ol 3lf~ 
~ ~ ~ ~L4iff.-tjd ~ -;:i fcfi ~~~~I 3,o: ~ mLfm ~ 31T'-ITT: "Cf\ aqf<o4qj cfiT 
~ 4.jfq(-i,ra ~ mrm 

aq9~t11 (Suitability)-~~ f.f'-1 qf<ffl!l@<fl -q ~ ~ i
(i) ~ ~ cfft ~ ~ ~ m, 
(ii)~ mll1fl ~ ~ * 3lff:lcfi o~ "ifR-"ifR ~ ~ mor m, 
(iii)~ "ffiTRf ~-q mLfm ffi 3lf~ q~tq'{uf ~ ~ 'ITTI 
(iv)~ aqf<oll4f <f>1 um mtcit o~ ~ cfft "ffiTRf q,'t ¥AT il' ~ cfitf m1 
(2) ~ Wf ffllffl ~ (Direct Labour Cost Method)-~ ~ -q =cfi,...,R&"'"l=11 

aqf<o4qf qiT 31qffllfOT ~a:f -"1'If ~ 311m "Cf\ ~ ~ i1 ~ cfil<©Fll d YR.oll<fi "cfiT ~ ~ 
ffil@ ~ 'IWl ~ 31qffllfOT ~ ctl 11URl cfft \lITTft t, ~ ~ "cfiT U@ ~ ~ -q WR'. ~ ,ifT"ffl i, 
1l:{~'q-
~~ (Ab . R ) cfil<@l1i d4R.&lll (Factory overheads) 

100 ~•H11qu1 ~ SOrptlon ate = ----------X 
~11:T ~ "ffiTRf (Direct labour cost) 

oifoU@~'ITT\1JR"Cf\~~~<l"T1l17f ~1Tq:"d"Y-ffl"Cf\~~ ~ 
cfi'l ffil@ "Cf\ o<fo "Sl@ffiJ ~ ~ cfil<&l11 dYRoll-4 cfiT 'llR: -:sR1' ~ -ifT"ffi t, 

a«rt!(OI-~ cfil<&HI dYR.olllf = 80,000 ~o cf~ .s,fL{ "ffiTRf = 1,00,000 ~o i ol 
cfiTTigRl aqf<c5llq ~ f.Jt:;f m-

cfil<©l11, d4R.ollll 
cfiR&HI aqf<~ ~ = ----- X 100 

~T ~ ffil@ 

= ~ SO,OOO X 100= 80% 
~ 1,00,000 

~ fcfim ~ "Cf\ ~ ~ q,l ffil@ 200 ~ o f ol ~ "d"Yffl "Cf\ 200 X 80/ I 00 = 160 
~o ~I dYR.olllf ct~~ ~I 

m'lt (Advantages)-Jr~ l3ll{ "ffiTRf ~ -q· f;ii..:ifC"lforn "T1l ~-
(i) ~ ~ ~ 'lftow:r ~ t ~ mirm ~ ~ q,l 3Jq~ ~ ~ ~ ~ 

'1fR ~ 1tlft~ -q (ITT[ ~ ~ ~ ~I 

(ii) ~ ~ * ~= m ~ cf(Cf "cfiT at'~ ~ ~ ,ifT"ffi t ~ ~ at'~ 
1tlft~ m "d"wl1 m 3lf~ ~ oZ@IB m a:m: mm aqf<ollq 3fftlcii~, 
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(iii)~~~~ W1ll t ~ ~ ~ ~ ~ ~ ~ ~ w 
~m~t1 

(iv) ~S;l lf>;f<i.th1¥:11 c:fiIHsii1I aqfto1.141· ii ~'ETT ~ t 3rcl: ~ aqftc44f q;) ~ 
~~~31f~~~~WTot? 
~ (Disadvantages}-~S:l l3lll' ffiTRI ~ f.r9 ~ ~ ~ t'-
(i) ~ ~ ~ 1l"{ ~ t ~ ~ ~ c:fil4fj(-il< ~~-;;nm t 'cfITT 1l"{ ~ cfi1 

~ ~ ~. 3rcl: c:fil4fj(-ll( "tJTft~ ~ Cfft ~ -q ~ ~ ~ 1'm. ~I 

(ii)~ cf~ ~ii~~ M ~ ~ cfiT(lJ'l ~ ~ ~ c:fil(&i1I 3qfto1.14 
~ ~ ";;jA ~ cfiT(lJ'l oq-q cfi1 'qT( ~ ~-q'{ 31f~ ~ ~ ~ -q'{ 'q'ffi'fq ~ cfitl 

~t-i!l~WR1~t1 
(iii)~ ~ii~ofIB-q'{ ~ ~~~~~ffl ~IDTim~~M~ 

t 3lYl<fl 1mRI' <fft ~ ~, m ~ii~ ~ <fft ~S:lT 1mRI' <fft ~~mt 
cm'~ oll<JI -ct,) ~ ~ m~ ~ ~ -q'{ ~ cfiT-il ~ ~ t, 

(iv)~ 3IT'Q-~ (overtime)~~ t c1'ITT ~ wt ii 3IT'Q-~ Cfft ~ ,ft 
(-lfAif<.'1a ~-q'{ aqftc44 Cfft ~ G{ ii~ m -;;nm t ~ 'q'ffi'fq il" 3qfto1.14 ~ 3ljq@ ii 
~~ti 

:aqy;<Rtal (Suitability}-~S:l l3lll' ffiTRI ~ H'""lf<-'1f©a qftff'll@~.,j ii ~ 
~t-

(i) ~ 1mRI' Cfft ~ ~ cfi1 ~ m M ~ ti 
(ii)~~ Cfft G{ ii alf~ ~~mall 
(iii)~ "(-lll"R ~ ~ ~ffl ~ ti 
(3) 1Ff ('fT1@' ~ (Prime Cost Method}-~ ~ ~ ~ 1l"{ 3lTmfta' t ~ 

~ ~ ~ ~S:l l3lll' ~ cfil("O( c:fil(©l1I 3qft&141 acq-;:;:r ~ l 3rci: ~ GfTI' cfi'I <llTi ~ 
~ ffiT@ "cfiT ~ aqfto1.14 ~ ~ cfi1 ~ 'tl'R11 ~I ~ ~ ii c:fil<&HI 
aqf<o1.141· ~ ~ ~ ~ aqfto1.141· cfi1 S1@~1a ~ Cfft ~ ffiTRI ~ ~ ~ M ~ t 
~ m ~ ~ ~ ~ 1l"{ ri ~ cfi1 c:fil<©i1I d qftol.14 ~ 'c:fi"(Cfi ffiT@ ii~ ~ 
~ ti 'q'ffi'fq ii,~ ~ ~ GfTI' ~ cfi1 fi:lf.!}:@ ~ t I 3rci: 3jqlfll~Uj G{ ~ cfiB ~ 
~ c:fil<&11I aqfto1.14 -ct,)~ (1'TTlo ~ "lT7'I M ~ t otn ~~~~ii 1fc:fi'?: M ~ 
ti wr~ ii-
~ G{ = c:fil(&i1I 3qf<o1.14 X lO0 

lJ_M ~ (~IH ~ + ~8:-l ~) 

Ab 
. Ra _ Factory Overheads 

100 sorpnon te = - ------------ x 
Prime Cost (Direct Material + Direct Labour) 

a«U!M-'4'R c:fil<&HI aqfto1.14 = 80,000 ~o cf~ ffiTRI = 2,00,000 ~o t <TI c:fil<&11I 

aqftc44 G{ f.r9 m-
c:fiIrn11I aqf<o1.14 

c:fil<&i1I aqf<c44 G{ = ----- X 100 
l@" ~ 

= t SO,OOO X 100= 40% 
t 2,00,000 

31(1: '4'R fcfim ~-ct,)~ cfiB ii 2,000 ~o Cfft ~ 'BllUTT 0¥:11 ~S;l l}lll' Cfft ffiT@ 

1,000 ~o m <TI~~ 1l"{ c:fil(&l1I 3qftc44 ~ ~ 2,000 ~o + 1,000 ~o = 3,000 ~o X 

40/100= 1,200~0 ~~~I 

http:H'"1f<-'1fu.id
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~ (Advantages}--~ ffiT@ ~ ~ Hi:.-tf<i'if©d T1T f
(i) ~ ~ ~ ~ f 1 

(ii)~~ wlTTft ffiT@ cf ~a:T .w:i ffiT@ Gt-I)' ~ cfi1 finl3li'f ~ t, ~ ~ 
~ ~ ffi'ij ~ ~ t, 
~ (Disadvantages}--~ ~ ~ ~ Rt:l' GT" t-
(i) ~ ofq ~ ~~~ ~~~ t.~~-qtfjlf ~~ ~ t, 
(ii)~~ -q ~ ~ m ctt ~im ctt ~ t ~~"TT -q ~ cfi1"q -q 

m;n<tifm~~~~t, 
(iii) 1!_'1f ~~~~GT" ,:ft ~ efu:if~d ~I 

aqgcfddl (Suitability}--~~~~ qftff14@<i'f -q 'ITT ~ ~ t
(i) ~ 'cfil'<iT -q m;n cfi1 m ~ cfilT r ... '-l, ~ t, 
(ii)~ -q'{ ~ 'ITT WfiR qft ~ ~ qil ~ ~ ~ t, 
(iii)~ ffl -q ~ Wll'ffl cf ~ lJl"tf ~ ~ <fir ~ ~ ~I 

(iv)~~~~ WlM cf .w:I <tt ~ ~ic::l:#'-l<hdl afTI ~ ~I 

Illustration 6. Hi:.-tR1f©d ~ ~ <fi1@R ~ ~ ~ <tt ~ ~ <tt 
~aTT ~ t-1'4f4.ld f-
~ ~ (Direct Materials) f 30,000 

~ .w:I (Direct Wages) f 20,000 

• ~ aqf<oll'-l (Overheads Chargeable) f 12,000 

~ 31cff''Ei ~ e .... f~d ~ m§!l'T 555 ~ e .... r~c1 ~ ~ R11 t-
~ ~ (Direct Materials) f 4,000 

~ .w:I (Direct Wages) f 3,000 

~ q',1 @11<1-l<h ~ ~ ~. "-l're. chl(&Hi aqftoll'-l (i) ~ -mqm ~ ~ 
(ii)~ .w:I ~ ~ v;ct (iii)~~~~ 3Titm: -q'{ ~ fcf,q ,if@ t, 

Solution. Calculation of Factory Overheads to be absorbed according to different 

methods: 
. . . Factory overheads 

(1) Direct Matenal Cost Method=-----.----- x I 00 
Direct material consumed 

= 12,000 X 100= 40% 
30,000 

( .. ) Dir L bo C M thod Factory overheads 100 11 ect a ur ost e = -----x 
Direct labour cost 

= 12,000 X 100= 60% 
20,000 

( ... )Prim C Meth d Factory overheads 100 m e ost o - · x 
(Prime cost = Direct material + Direct labour) 

= 12,000 X 100= 24% 
50,000 (30,000 + 20,000) 
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Comparative Statement of Cost for Job No. 555 

Particulars Material Labour Prime 
Cost Basis Cost Basis Cost Basis 

~ ~ ~ 

Direct Material 4,000 4,000 4,000 

Direct Wages 3,000 3,000 3,000 

Prime Cost 7,000 7,000 7,000 

Factory Overheads absorbed at: 

(i) 40% of material, i.e., ~ 4,000 x 40/100 1,600 - -
(ii) 60% oflabour, i.e., ~ 3,000 x 60/100 - 1,800 -

(iii) 24% of Prime Cost, i.e., ~ 7,000 x 24/100 - - 1,680 
.. 

Works Cost 8,600 8,800 8,680 

(4) ~ ~~Gl~ (Direct Labour Hour Method}-~~ -q cfiR&l11 

aql{oqqf cfi1 3lcl~flliOI ~ IDU ~ ~ Wl ~ ~ ~ 3-lT'ffi "4\ ~ ~ t1 ~ Wl 

"E['Oc:T~ ~"1JURT~ cfil{(9111 aql{oqii ~~ 3rcef"fl~~~ Wl~~ 1'.irrt~qf@~ 

,ijfffi ti W' ~ -q'-
~........:...... (Ab . R ) cfil<.@111 d4Rolt4 (Factory Overheads) 
~q~11qu1 ~ sorptlon ate = ----- ~~....:....-_...:..._ __ ----'---

~ ~IH wt ~ (Direct Labour Hours) 

cm "4\ ~ a~@4l4 t fifi ~ ~~ ~ el1li'i cfft "1fURT ~ ~ ~ ~ 
(Idle time) qi)~~~ ti 

3~18(01-~ cfiH&l11 aql{oqq = 40,000 ~o "cl' ~ l3Pi ~ = 50,000 ~ ~ 'ill 
"cfiR"@FIT aql{oq(4 ~ Ri:;:J m-

cfiH&HI 34Rolt4 ~ =-= :: 
= ~ 40,000 = 80 ~ Jlffi "E['Oc:T 

50,000~ 

~ fifim ~ qi) 1l{'l ffl -q 200 ~ {"ff@ 't 'ill~ cfiH&Hi aql{oqq 160 ~o 

(200 x 0.R0) <io m-rrTI 
"ffl"t (Advantages}-~ Wl "E['Oc:T~ ~ -q Ri:.ff~forn ri "cfi1 ~ t
(i) ~ ~ ~ "'Egqi "4\ 1i<'l ~~ti 
(ii)~~~ m ~-q ~ ~ ~ t, ~ ~ ~ "cfi1 ~'-fqj m 

~ ~ ·t1 

(iii)~~ "4\ ~ 'TfOR cfft ~ ~ <lT ffl ~ ~ "cfi1 ~~~ti 
~ (Disadvantages}-~ l3Pi "E['Oc:T ~ ~ ~'-Jqi ~ t ~ Ri,.ifeftf~ct 

~ ~ cfiRUT ~ -q ~ ~ "cfi1 ffl ~ ~ llRl ~ltll-

(i) ~ "4\ ~ "cf>l<t q;) 1l<'l ffl ~ ~ ~ <fft 3ffl1T ~ "cfi1 31f'-Jqi m mm t 
~ "4\ ~~~ti 

(ii)~~<lt~~~~~qf@ffl~~3lfufttffl(ffl~m 
l ~ aqf<oqqf -q ~ ~ ti 
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(iii)~ ~ c!i1 3m:lcfi ~ ~ ~ t ~ ~ ~ ~ 4t\ii:l'!_Of ~ c!i1 "1ftuT 
ll'Al~°tl . 

aq~~dl (Suitability}-~ ~ q;y ffl ~ qfl:ffl!lfc!4i -q ~ ll'Al ~ i
(i) ~ 6'f~ ~ ffl ~ ID'U ~~ti 
(ii)~ ffl <l'T ~ ~-q ~ ~ WT1J cf;l 1{0f ~ ~ ~ ~ "i\11 

(iii)~ wrlJ -q 1{0f "M ~ ~ ~ ~ ~ ~ ~ °ti 

Illustration 7. "Q;<fi ~ ii {-ll-ilf.>El<'I Rl1 ~ail~~ w=r ~ ~ ~ ~-
cfiFl.&111 -q ~ <'tt m:gqJ JOO 

"Q;<fi ~ * cwr ffl ~ 25 o'l1 ~ ~ ~ 8 

~ wr?J Jfffi ~ 30 ~ ~ 60% ~ wr?J ll'Al ~ 
~~~ aqfl:&1<1 . l l,280<io 

Solution. Direct Labour Hour Rate= Factory Overheads 
Direct Labour Hours 

(i) Calculation of direct labour hour : 

No. of workers x Working days x Working hours (100 x 25 x 8) 

Less : Idle hours 40% ( I 00 Workers x 30 Hours) 

Direct labour hour rate = ~ l l,280 = Re. 0.60. 
18,800 hrs. 

= 20,000 

= 1,200 

= 18,800 

(5) l!lfr-f~~~ (Machine Hour Rate Method}-~~ ffl cn1 ~ ffl 
~ ~ ~ cf;l 6'f~ ffl ~ ~ i <'it~ CfilraAl 3qfl:oqq1·.tt ~ ~ ~ ffl ~ 
~ W ~ q;y ffl ~ ~ f1 cfiR&l11 3qfl:~- ~ ~ 9R."'41<.'1-i ~ ~Lillf'eltt f:l11il' <l,l 
m:gqJ ~ 'lJ1T ~ ~ ~ ~ ~ <tt ~ ti ~ ~ *-

~.......:....... (Ab . R ) cfil<&111 3qfl:&1<l (Factory Overheads) 
~q,t11qu1 ~ sorption ate = -----,-;;:;;;;,:;::::;:---,,---,---------

~ 9Ri:ll<.11 ~ .:JUl (Machine Operating Hours) 

IUustration 8. X ~ ~ of'iR: ~ ~ ~ R"'lf(.'!f<lia fcfcR,rr ~-
3!:J'IIRtt ~ cfiFl.&111 39R&l<l ~ 1,16,000 

cf'f ~ {-ll-ilf-Eltt 3!j'11Hd ~e..:r ~ 2,69,200 hrs. 

cf'f ~ ~l-ilf-Eld ~ ~ w:f ~ ~ 1,95,600 

31:14,f.la m ~ .......-.R= ~.......... 1,01,000 hrs. 
< 3f) f.l"'!f(.'ff<ga ~ q;y m q;& ~ 3qfl:o1.1<1 ~ 3fql(flqa1 ctt .~ ~ ~-
(i) ~ JJflr ffll@ fclf'l (Direct Labour Cost Method) 

(ii)~ w=r ~ ~ fclf'l (Direct Labour Hour Rate Method) 

(iii)~ --qtfcf ~ fclf'l (Machine Hour Rate Method) 

(q) ~~fc.N~ 3Rl"'@~cfl~~3ll~~";fo 15<'tt cfiFl.&111 ffll@ 

tjt~~-
~ ~ <'tt ffll@' (Cost of Direct Material) 

~e..:r JJflr ~ (Direct Labour Wages) 

~ JJflr ~ (Direct Labour Hours) 

lffiR ~ (Machine Hours) 

~ 840 

~ 900 

600 

400 

http:QRi41<.11


Solution. 

(a) Computation of Overhead Absorption Rates under Various Methods 

Particulars Direct Labour Cost Direct Labour Hour I Machine Hour I 

Method Rate Method Rate Method 

Absorption Factory Overheads x 
100 / Factory Overheads Factory Overheads 

Rate Direct Labour Cost Direct Labour Hours Machine Hours 

" 1,16,000 X 100= 59.3% , 1,16,000 , 1,16,000 
1,95,600 2,69,200 ; 1,01,000 

' 
on direct labour = , 43.09 paise 

i: 

= ? 1.1485 per 
per labour hour machine hour 

(b) Cost Sheet 

Particulan Direct Direct Machine 
Labour Cost ' Labour Hour Hour Rate 

Method ! Rate Method Method 
-

\40.0) 
" " 

Direct Material 840.001 840.00 

Direct Labour Wages 900.00 900.00 1 900.00 

Prime Cost · 1,740.00 1,740.00 1,740.00 

Factory Overhead : 

(i) ? 900 X 59.3/100 533.70 - -

(ii) 600 hrs. x Re. 0.4309 - 258.54 -
I 

(iii) 400 hrs. X " 1.1485 - · 459.40 

Factory Cost 2,273.70 / 1,998.54 2,199.40 

(6) wq- 1tV?:T 'ff'-11' imr.r 1tV?:T ~ c5t' ~ ~ (Combined Labour Hour and 
Machine Hour Rate Method}--JJJ<:1': ~ <Wf ~ q'fT -i::mr-n' ~ ~ IDU 1{tf ~ ;;nm 
t a:rn: ~ <Wf -q lJtlf q lfflR ~ cfil ~ ~ ~ cfi1"{'0l cfi1n5fRT aqf<oq~r ~ ~ ~ 
~ lJtlf llVl1 q'fT lfflR llVl1 ~ ~~-qi~ ~ m m1 ;;nm i, ~ ~ ~ 
~ ~ aqf<oi.j,4 ~ lJtlf ~ ~klf~a ~ t ~ ~ WJ llVl1 ~ ~ ~ 1R ~ ~ 
aqfloi.j4 ~ ~ wa!f.f.la ~ t ~ ~ ~ ~ ~ ~ 1R i!'m ;;nm i1 ae<iNlct_ ~ <fi1 

<W°I 3lqffl'4Uf ~ "tl'FTT "'1ffi ii Wf ~ "q-

(A) ~ aqflo1.j4 ~ ~ ~ ~R4f.,l:.it1 t, "AA~. lffi, ~. 4R'c41l1cfi ctft ~ , 3llR 
m 3lqffltio1 ~ ctft lfO'AT ~~mu ctft "ITTft i-
~ 'l:ffl":n (M. bin H R ) ciil<&l➔ I ~f<o1.j4 (Factory Overheads) 
""~"., ...,~""' ~ ac e our ate = ------- -----

. . ~ ~ ~ (Total Machine Hours) 

(B) ~ aqf<oi.j4 ~ ~ IDU ~ ~ ffl ~ ~l<il~tl t "AA, ~ ~ . ~ . 
cf,1(@11 Rm:fc1I cfi1 ~. 3llR m ~ ~ ctft lfO'AT M wr mu~~ f-

http:k4fo�.ld
http:2,199.40
http:1,998.54
http:2,273.70
http:1,740.00
http:1,740.00
http:1,740.00
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(D
. Lab R ) cfil<&HI aqf<&M (Factory Overheads) 

~ w=! 'qU'cJ ~ rrect our ate = -----------
~l l}fJ:f 'EfOt (Direct Labour Hours) 

~'tR ~ act-)&4llltRi~cnr4~mR~o!l<i~ 'lft~t~TIUCffl 
~~"it~~~ m-ffl, ~ ~ <fil ~"it~ WI~ 31ltm 'tR ~ ~ 
-;;fRJ-af.:@mffitl 

3TII: cfiR"&Ffl aqf<&1ll ~ = "i:mR ~ ~ + ~ WI 'qU'cJ ~ 
M11t (Advantages}--.. ~ ~ H'-lf~f&l'i ~ t-
(i) ~ ~ i:mA 'qU'cJ ~ ~ ~ ~ W{'qU'cJ ~~~~~qi)~~ 

~~m'ITI'cfil~~t, 
(ii)~ cnrq -imR ~ l}iJ:f ~ ctft ~ "it ~ ~ <1iRU1 ~ ~ ~~ -;u;ft 

'1[!ffl ti 

- ~ (Disadvantages}--~ 'q;;fcf cfil ~ m ~ f Ri ~ ~ &lli:4~1Ri:fi ~ "it 
~~ ~ t cp:nfcf; ~ ~ -q' cfii<&i'1i ,3qf{&jqj cfil ~ "!T1TI-q' ~ 3lqfflqUj cfil ~ ~ cfil 
11UAT q;r-ft ~ t ,ifl ~ "cfifo;:r ti 

aq~ffflrii (Suitability}--~~ -q' WI ~ ~ cfil ffl ~ Wfl ~ t, ~ 
~~~-."tr,1;@~~!1 

(8) ~ amm~ (Output Basis Method}-~~ -q' cfi1<&1-,1 aqf<&1l.fl' ~ 
~ ~ ~3:ni "'1 ~ ~ 31Ttm 'tR ~ ~ t, 3TII: ~ fq,n,r ~ ~ cfiR&HI 
aqf<&1lfl; qi)~ fq,n,r ~ Rflrn ~ ctft ~ "it 1fPl ~ 11@ ~ i:fi1<&1-,1 aqf<&1ll ~ 
~~t1w~-q'-

~.,...,.....;... ?T (Abs • R ) = i!n'l«s11'11 34R&lll (Factory Overheads) 
-:>jq'{11"1u1 "' orptJ.on ate -~ ~ ~ . 

01'111-.11 l!~ll!'-1' en, ~ (No. of Units Produced) 

a«ill(UI-~ cfiR&l'11 3GR&lll = 35,000 <io ~ ~ cfil ~ = 1,000 t "ffl 
~~W1M-

31c1llnt1ui G{ = =cifi ..... R&"" __ l .... 11 aqf<&1ll = ':f: 35,000 = 35 <io 11@ ~ 
~~~~ 1,000{o 

~ fcfim ~ 'tR 200~cfil~~1Tlll!"ffl ~~ 'tR 200~ X 

35 <io = 7,000 <io ~ aqf<&1ll cfil 1ffi '4l1lll 

Mllt-'{ff.f (Advantages and Disadvantages}--~ 31Ttm "tr.1ffil ~ ~ t 
"'IR°-U fjA ~raii ~-f..,~-~-q-..; ">lcfiT{ ~ ~~~ q;J ~ mm t m ~ ~ ~ ffl m~ 
~~I 

aq~ffflfli (Suitability}--~~ <:m ~ ~ t
(i) ~ ~ ~ 'SlqiR <fil ~ cfil ~ mfll li 
(ii)~~ qi) im, -imn, ~ ~ ~ ~-q' lWtT ~ ~ ~ ~ ~au 

"'1~~~1 

(iii) ~qi)~~~ reu,,... ~ 'tR cfil 'Slcm ~ cnr4 cm mt, 
(II) cfii4fM4 ~ S1¥11Wf aqftc5c.1+-41 cf;T "4q,nqo, 

(Absorption of Office and Administration Overheads) 

~ ~ >il/11<-iH<fi aqf<o1.11-?t· -q' ~ q;i:ftjiRlff cfil ~. 'ffli o!l<i, ~. 
~. mTlll, ~ -;ft@ ~ ~ ~ "it ij"'4f~d ciZflfl' cfil ~ Rilll ~ ll "f'{ 

aqf<&1<fl. ctft ~ ctft f.l'-lfc;tf&o ~ ~ t-
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1. ~ ~ ~ ftrinm ~ atR-414"11'1 (Apportionment to Manufacturing and 

Selling and Distribution Departments}-'lffl' ~ ~ lfRrnT ~ ~ ! fcn ~ ~~ cliT 
~ ~ ~ ~ ffl ~ t-~ v:ct ~, 3lo: ~ v:ci ~ ffiTTffl' clil ~ GT fcrqpri 
~ ~ ~ ~ ~ ~, i:ir,:t ~ ~ v:ct Sllrnf!f1cfi 34R&lllf cfiT ~~°ITT 
~~l':f~~m~~"q~ffl~~~3lf'rn:~"flA-q'~m 
~ ifiR1J'r ~ ~ cf,1 ~ fllf(qft.fl<l ~ ll'r-tT ~ t, 

2. ~-~ llT« ~ 3RlfuT' (Transfer to Profit & Loss Account}-~ ~ ~ 
lfRrnT~ ~f~~ 'Q.1i Slllll+tf.tcfi olflU<iiT~v:ci~~~~~~ 
t ~ ~: ~ ffl1@' ti ~ l'1i!i1 ~ ~ (period cost) ~ "ffi1l-"WTR l9ra -q' 
3R1R"cf Cf;{~~ ~I °lffl' &l~'ffi~uj ~ cfrr(f,, ~ t i:ir,:t ~ ~ cliT ~ ~ 
~ v:ct Sl1i'llf!A<4i aqf<c,qqf 'TI:~ f.1rq;:,far "'1lf ~\ill~ t, 

3. c-fT1fflifit"'Q'Jfi'~~lfiWJ~~(Addition as a Separate Item of Cost}-~ 
~ -q ~ v:ci Slllll+tf.tcfi aqf<&1~- cli1 ~ cf>1 ~ ~ ~ ~ ~ -q', ~ ~ ~ Cfi1 
~ ~ -q ~ fcti"llT ~ t, ~ ~ aqf<&1qi "cfiT ~ Cfft <1TT@ ~ :m''lf'IITT@ ffl ~ 
~ ~ ~ ~ ciiT ~ f.ti"llT ~ t, Jll"q: lfP{O'f ~ ~ ~ ~ m ~ ~ ~ 
Cf;{~ t, fclf,r-r~m~ ~"&f4f ~~"q~F-f<R1JI ~ tzJR~~~t, 
3'.ffl: Slllll+tf.tcifi aqn.oqqj Cfi 311:4110~ cf>1 ~ "'1 1'J1TRF ~ 3ll'-lm' ~ Cfi1 \ill ~ t-

(i) ciiiH!ll•tl ffl'l'@'lfi~cfiWf~ (As a percentage of factory cost): 

~ ~ (Absorption Rate) 
. = ~ SllllFt-lHcfi aqftoq<l (Total Administrative Overheads) x 

100 
cfil<&l1i <ffiT@ (Factory Cost) 

(ii) ciilHsl i'1 I aq ftri' Ji ~ cfi Wf ~ (As a percentage of factory overheads) : 

~ ~ (Absorption Rate) 
= ~ Sllliif!Aiifi aqf<oq<l (Total Administrative Overheads) x 

100 
cfil<&RI aqn.&1<1 (Factory Overheads) 

(iii) ~cfi1'ftfmcfiwr~ (As a percentage of sales): 

~ ~ (Absorption Rate) 
= ~ Slii'llf!Acfi aqf<oq<l (Total Administrative Overheads) x 

100 
f<ffli<l (Sales) 

(ivJ atQl~d "'Sl'ftr lcfiff 11ft' ~ cfi Wf ~ (As a cost per unit produced) : 

~ ~ (Absorption Rate) 
_ ~ Sllliif!Acf> aqf<oq<l (Total Administrative Overheads) 

- ~ ~ cf>1 ~ (Total Units Produced) 

ocffl cffera ~-q ~ cifil<&MI <1TT@ ~ ciiT W:l'fftfcfi WWT fcti"llT ~ t, 
(III) ftra;ir~ ~(HUI aQA6Q41 cnr "1c4~rh101 

(Absorption of Selling and Distribution Overheads) 

~ aql'l64<l ~ :m'1fSl"Pl ~ aql'l644f ~ t -;;it lWifi1 "cfiT ~ ~. f.ffli't-q ~ 
~ v:ci 1mcfiT "cfiT ffl m ~ ~ ~ ~ t, ~. ~. ~-~. ~ ciiT .tR v:ci 
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qi"lITTR, 3llR ~ fclffiui 34Rol.lll f.!fifu llR'f q;) ~ cfCfi ~ cfi ~ ~ ~ ~. ~ 
~. -iwt ~ ~. ~ ~ ~, lfleyq ~, 3l!R1 ~ aqflo1.1~,· q;) ~ m ~ cfi 
3RrIB ~ ~ t, ~ aqflo1.1~1· qi'f ~ f1i.if~f&a ?f ~ fcf;m ~ 3TI'ffi: -q'{ fcfi.IT \il'T 

~i-
(i) <:fil<&MI "ffit@'~~ 3ITTITT"Q"{ (Percentage on Factory Cost)-~~~ T@ 

M' cfi ~ cfi 3TTtffi' '{'{ ~ oYTT fcf<R'uT d4Rol.l<n. cfiJ >ffimcJ cfil<&HI "ffiT@ '{'{ 'i'@ qi{~ 

~i1~~~-
~ ~ (Absorption Rate) 

= ~ fcrst>q ~ fcrcR'u1 d4R.ol.lll (Total Selling and Distribution Overheads) x l OO 
cfiR&111 ~ (Factory Cost) 

(ii)~~~~~ am:ITT'"Q"{ (Percentage on Selling Price)-~ T@ ~ 
cfi M' cfi 3TI'ffi: '{'{ ~ ~ '{'{ ~ oYTT fcforo1 d qf<o1.1<n· qi'f >ffimcJ 'i'@ qi{ ~ ~ t1 ~ 
~~- . 

~~(Absorption Rate) 

= ~ ~ 1fct fcf<wri 34Rol.lll (Total Selling and Distrib~ion Overheads) x 
100 

· ~ fcrst>q ~ (Total Sales) 

(iii) '5lftf' l'1fiTf ~:1cnf.ln ~ (Estimated rate per unit)-~ g ~ ~ ~ ~ 
fcrcR'u, 3qf<o1.1qi' q;) ~ 7jfA qfffi ~ ~ <tt ~ ~ 'qJ7J ~'SI@~~ 'i'@ qi{ 'ffi 
\il'Tffi t I WI ~ ~-

3iq~ tj Oj ~ (Absorption Rate) 

= ~ fcrst>q ~ fcf<wri 34Roi.14 (Total Selling and Distribution Overheads) 

~ 7jfA fl ~ ~ <tl ~ (E~imated units to be sold) 

'3'cRI' ~ ,:ft~ ~ 'i'@ ~ cfi 3TTtITT' -q'{ ~'<ilf-Elti ~. ~ ~ ~ ~ 
~ <tt ~ ~ ~ ~ ~ fcforo1 aqflo1.1<1 ~fl.lif~a qi{~ lilffi f oYTT fircft'll' ~ qi'f 

3'.ff'tl<fi m M ~ t ~ ~ fc!~cH-1-il<I ~ 41141f·,:rn t, 
Illustration 9. The following data is available for a company for the month of April: 

Territory ---
I II III 

Selling Expenses ( ~) 7,600 4,200 I 6,240 

Distribution Cost ( f) 4,000 1,800 2,000 

No. of Units Sold 16,000 6,000 10,000 

Sales ( f) 76,000 28,000 52,000 

The company adopts sales basis and quantity basis for application of selling and 
distribution costs respectively. Compute : 

(a) The terri t_ory-wise overhead recovery rates separately for selling cost and 
distribution cost. 

(b) The amount of selling and distribution costs chargeable to a consignment of 
4,000 units of a product sold in each territory at ~ 2.50 per unit. 

http:3ilfllf.td


Solution. (i) Statement of Rates of Absorption for 
Selling and Distribution Cost for each Territory 

Territory/ Selling Cost absorption rate Distribution Cost Absorption 
Formula as a ¾ of Sales . rate per unit 

Selling Expenses x 
100 

Distribution Cost 

Sales No. of Units Sold 

I 7
•
600 

X 100 = JO% 
4

•
000 

= t 0.25 
76,000 16,000 

II 4,200 X 100= 15% 1,800 = tQ30 
28,000 6,000 

III 

I 
6
•
240 

X 100 = 12% 
I 

2,000 =~020 
52,000 10,000 

(ii) Statement of Selling and Distribution Cost chargeable to Consignment 

Particulars/Territory I I II III 
11 ~ i t 

Sales (4,000 units x 2.50) I IQ 000 10,000 10,000 

Selling Cost (% of Sales i.e. I 0%, 15% and 12% respective! y) 1,000 1,500 1,200 

Distribution Cost (at a rate i.e. ~ 0.25, 0.30 and 0.20 per unit 
1,000 I respectively) 1,200 800 

I 2,000 2 700 2 000 

Nfl6£141 cnl'~~ ~ 31c4~rlti1UI 
(Under and Over Absorption of Overheads) 

~ ~ -q· aqR~<ir q;) ~ f.!ft,;:@ w.m: 1R W'IF'1' ~. ~-~. ~3il o¥:TT 

~ ~ '!R 1l_cf Rmfuf ~ ~ ~ ~ \jf@'f t 3@: ~.qjB,fq<fi 3qf<~<.1 'UM~~ 
~ 3TTtr<f; m-1l ~lilrfclcfi ~ tr ~ ~ 3lT'.m: 1R ~ <fil ~ 'UM qlWfclcfi <ITTl ~~°ITT 
m ~ aqftot141 ~~ ~q,n..01 (Under absorption ofoverbeads) o¥:ff ~ fcrtro'a ~ <fil 
~ '1m •UWfclcfi 'UM ~ ~ 'fl ~ aqftc5t1Q lfiT attQ' ~q,flqUI (Over absorption of 

overheads) ~ f I 
q;mJT'(Causes) 

aqR~4li cfil ~ v:ct m 3jqffltj0j RJ;f -q ~ ~ ~ 3lftr<f; cfil{UTI ~ m ~ t
(i) 3qf<~41· cfiT 1R1cf ~. 

(ii)~ ~ cfil ~ ~ ~ m, 
(iii) lffiPtt 3'i,~M'i:11, 

(iv) ffl ~ qlWfclcfi ~ ~ ~ ~ 3Utr<f; ~~'ITT, 
(v) aqR~~'i ~ 31i:4ffit101 qft ~ ~ cfil m -;i- ~. 

(vi) f.14fo11f.fl1 ~ ~ 3qf<~<.1 ~ 1 ~. 

(vii) mi:mt o~ ~ <fil ~ -q ~ m-ll, 
(viii) q 3llcfif(4cfi • ~ ~ tfi cfiKUT 3qf<~qJ cfil ~ 1 'ITT i:rAT, 3TIRI 
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H©ii:ti-1 &li:4iji~ (Accounting Treatment) 

d9R.ol-141. ~ ~ ~ ~'-I 3fflIT'f01 CfiT ~ ~ ~ 3l~ ~ 3fflIT'f01 Cf,1 lITTrl 

"~ ~ ~ ~ q@J qnJf:4@41· "tR f.i'TI: cf)«fT ti 3@": ft~~~ -q ~ cfiW in~ 
~~-;;ri~t-

1. mi@""ffl11"-llf.rri'--q ~ (Transfer to Costing Profit & Loss Account}-* 
aqf{oqtff <t,1 cll«'lfqcfi ffl cfWf <t,l 11{ ffl -q 3RR <fill ! ~ 3RR ~ q;J{1JTI' 
~-~~~<t,1¥-"¥31TR~"cfiR"OltmaRR<t,1fflcf,1~~r.flf~-3Rf-q' 
"ffiT@ ffi'q-m "©'@ -q 3Rlft:r cfi"{ ~ ,iflffi i1 ~ ~ CfiT ~ m ~ i fcti 3RR q,l m cf,1 
mq m ffi'q-m "©'@ -q 3Rlfuf cfi"{ ~ ,iflffi t ~ "Ricfi" ~ ~ "tR cfiW Jf11'l'q ~ ~' 

q[{u11iifcl~q ~ ~ 3¥@ ~ q1f -q ~ "ffl ~-~ (under valued) ~ 31foq ~ 
(over valued) IDI 

2. ~ ~ W 'Sf'4Tl1' (Application of Supplementary Rate}-* cll«'lfclcfi ~ 
~ aqn_oq41· q ~ ~'f<f, 3RR i m ~ ~ ~ ~ q,l ~ t, ~ 3fflWf01 -q ~ 
~ m -<ti)~~~ 3lqffiqu1 ?i ~ ~ ffl1@ ~ ~ cfi"{ AA 'ii@ t, ~ ~ ~ 
~ IDU ~ ct,1 -;;rr ~ !-

~~(Supplementary Rate)= 
= ~ ~ ~ aqf<oq4 ct,1 ffl (Amount of over or under absorbed overheads) 

<=ll«'!fc1cfi ~ (Actual Base) 

d~hS<OI- 1l"{ R'-lffi:o aqf<oq4 ~ = 5 ~o "SI@~~~ 

41«1fc1cfi ~ ~ = 1500 

cll«'lfcl<fi aqf<oq4 = 9,000 ~o 

~- 3lciR aqf<oq4 = 1,500 ~ X 5 ~o "SI@~= 7,500 ~o 

~ 3fflIT'f01 = 9,000 ~o - 7,500 ~o = 1,500 ~o · 

~ aqf<oq4 cl,l UM 
~ ~ =--6..""---'----

qj«'!f.:1 q:, ~ 

= ~ 1,500 = ~ 1.00 "Slfu ~ 
l,500~ 

~ ~ ct,1 GW1 -q ~ ffl -<ti) 1l"{ ~ aqrl&M ~~~I 
3. aqf<oq4'ljq:rr~~~ (CarryingOverofOverheads}-~~<6" 3Rf1@ ffl 

-<ti) Suspense~ Overheads Reserve Account ii' 3Rlfto ~ 3l1R-ft ~ 3lcffoq -q ~ ,iff4l -il@T 

i, ~ ~ ~ qfrn:e.i@qf * ~ -qr,:ft ~ ~--

(i) ~ ~ ~ ct,1 GWI -q, "Q;qi 3lcffoq CfiT "ittf 3l1R-ft ~ -q ~ ~ ~ ,iff4l -;;rr 
~ i fct; ~ ~ 3icff'l <t,1 ~ "tR "SI@ ~ ~ ~I 

(ii)~~ ct,1 GW1 -q ~ ~-1 oq1q1f<q:, ~ ~ ~ ~ ! ~ aqf{oq4 ~ ~ 
q1f ~ 3TI'f<f> 3lcffoq ~ IBQ. '{clf.tf.lfRa cfi"{ ~ 11{ ~I 

(iii)~~~ q,l GWl i¥, Sll{fi.'qcfi cf'if -q ~ q1f CfiT "ittl" -w@ qif ~ llRcfi"l t<«'lidRd 
fcf;c:rr ";;r! ~ t fcti ffl q1f ~ ~ID,~ aqf<oq<TI· 'cfil 3lqlfflqUI (I] ~I 

~ ~ 'cfil ~ m ~ i fcti * ~ 3lcffoq ~ aqRoq<TI· ~ m cit 3l1R-it ~ -q ~ 
,ifflll ~ m C1"fl@ ¥A°T ct,1 ~ ~ llffir ~ ~ t1 ~ ~ ~ ~ GW1 -q ~-qr,:ft ~ 
t ~ ~ ~ ~ ~ ~ ~ ~ ~'f<f> qit 'cfil ~ ~ aqf<oqai, e.Ncti1ctl1 ~ "tR 
f.{mftl~'il@'(lll 
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Illustration 10. ~ ~ <tt ~ cfiP.f ffl <tt ~ f.111R-t f@a i-
~ cfil4:iil<."I ~ "SI'@ ~ (Nonnal Working hours per week) 42 

~ <tt ~ (No. of machines) 14 

Tig'-~ ~ ~ ~ ~ <tt ffi "SITTJ ~ 5 hrs. per machine 

"SI'@ 'cf!f cfiP.f ffl ~ ~ (No. of weeks worked per year) 48 
3ljl'.f1Rd qffefq, aqf<oqq (Estimated annual overheads) ~ 1,24,320 

~ ~ ~ ~ (Estimated direct wage rate) ~ 4 per hour 

4 ~ <tt ~ ~ qj~fclcfi ~ t (Actual results in respect of a 4 week period 
are): 

~ ~ (Wages incurred) 
aqf<oqq ~ (Overheads incurred) 

'tfffl'1' ~ wt (Machine Hours used) 

3lTtl', lJURf ~ (You are required to calculate) : 

(a) 3lqffllfVI ~ "SI'@ 'tfffl'1' ~ {The overhead rate per machine hour) 

~ 9,000 

~ 10,200 

2,000 

(b) aqf<oq€t (l'fl lJl'tl' q,1i ~ 3ITT: ~ 3lqlfllqo1 <tt "Um (The amount of under or over 
absorption of overheads and wages). 

Solution. 

(a) Computation of overhead Rate per Machine Hour 

Number of machines 

Effective hours per machine (42 - 5) 
14 

37 

Number of working weeks in a year 48 weeks 
Effective hours per year 14 machine x 37 weeks x 48 hrs.= 24,864 hrs. 

0 head M hi H R 
Factory Overheads ~ 1,24,320 ., 

5 ver ac ne our ate=------=----- , 
Machine Hour 24,864 hrs. 

(b) Computation of the amount of Under/Over Absorption: 

(i) Overheads absorbed 2,000 hrs. x ~ 5 = 

Overheads incurred 

Under absorption 
(ii) Wages absorbed 2,000 hrs. x ~ 4 

Wages incurred 
Wages under absorbed 

3q:f~sq4 -:Jtcii('rlqUj cfit'~ 
(Absorption Rate or Overheads) 

~ 10,000 

~ 10,200 

~ 200 
~ 8,000 
~ 9,000 
~ },000 

fm'oq;;f aqRoq<if ~ ~ ~ ~ ~= ~ ~ <tt GU "<fil wwr fcf;<;rr ~ t-
(i) qj~fqi:fi aqfloqq ~. (ii) ~-fu:lftta' aqfloqq ~, · 

(i) cU~~cfi aqf<&:44 ~ (Actual Overhead Rate)---fm',:r;;f aqRoqqf ~ ~ <tt 
qj~fqi:fi ~ ~ ~ t \;fl fcfim f.lfi,:@~~ ~ aqfloq~1· ?i ~ 3fl'EIR ~"WT~~~ t 
~ ~ ~ ~ ~ 1Pn t ~ ~ aqf<oq<fi ~ 1@' 'ffi"l'Rt, i:fi1<©111 ~ ~ ~ 
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~~~1rTT~q,lm§!TT~~~-q"{'ffl~~Mt,~aqR&14t~~ 

qft cll~fctct> ~ ~ i1 

cll~fqct, 398.&lll ~ = cll~fqcifi d:ll m x 100 
cll~fctct> ~ ( ~ ) 

(H) f.ti.lml'i aqftoQ~ ~ (Pre-determined Overhead Rate)-~~ "q,l lJUR1 3qf<&1ll 
m~~mlfcfqtflq,lffiT@~3Il~~-q"{~~m>iffffit1~~G:m~~ 
~cfiT ~mf.:rmftf~~~t,~~~~q,lffiT@<U~'tf{~~~cfil 
'lfi 1F-f-~ qiTIT ~ti~~~ Cfil ~-~ d4R&lll ~ ~ ~ ~ ~ ~ ~ 
cfil ffl ~-;;mfft-

-,-d ......+;= ~ d4R&lll 
-i.'1-f.fmfur 34R&lll ~ = ~ ~ x 100 

>l'P◄: ~ -q' aqft&141 ~ 3lqWjqo1 ~ ~ ~-~11 aqf<&1ii ~ cfiT m ~ -;;mff 
tr ~ ~ -q"{ ~ ~ ~ ffiTlcf cfiT ~-~ ~ ~~ti 

m ustration 11. ~ cfiTraR ~ ~ aqf<o1.1q 4,50,608 ~o ti cfiTraR <fil ~ ~ 
cfi1 ~ -q'-oo ~ ctilHslHI d9R.&l<fi. cfiT 3lclfflti1Ui ~ -q"{ 1.25 ~o "Sim~ q,l ~ ~ ~ 
1Ffll cll~fclct, q,14:tfl('i ~ 2,93,104 ~I 3lr4", TI-ffl ~~JrcfiR ~ ffl, ~ ~ "tfR ~ 
fcn-~1,800~~-q'~1.ooo~~cft~w.rr200~~~-q'S?ff1 
~ m -q"{ ~ ~3ll fcfi" ~ ~ ~ aqRo1.1<n· <fiT 50% ~ ~ ~ ~ ~ l3lll 
qft_ ~ -q' ~ m ~ cfiR1l1 o~ ~ 50% ~ Cfil 3i<!iltl(1<11 ~ ~ ~I 

Solution. 
Unabsorbed overheads : 

Overheads recovered from production (2,93, I 04 hrs. x t 1.25) 3,66,380 

4,50,608 

84,228 
84,228 ~o ~ ~ 3iijfcl(1f4d 39R&I((). -q' ~ 50% ~~ m-i:rnT ~ l3lll q,l ffiT@ -q' ~ 

~ cfiR1l1 ~I 3lo: 42,114 ~o q,l "Um (84,228 ~o cfiT 50%)~ ~ q,l ~ ~ ~ q,l 
-~~~q,l~-

Actual overheads 

. Supplementary Rate : 

Unabsorbed overheads 

Units produced (7,800 + 200) 

Supplementary Rate is ~ 5.26425 per unit, i.e., 

aq flSQ.£41qif ~Tr-iA-

42,114 

8,000 

(
42,114) 
8,000 

42,114 ~o ~ 3qf{oq(()· cfi1 "Um~ q,l ffiTlcf, f.rrircr ~cf~~ cfil?f ~ ~ ~ 
Jrq,R31f~q,l~-

Cost of Sales Ne (7,000 x 5.26425) 

Finished goods Ne (800 x 5.26425) 

Work-in-Progress Ne (200 x 5.26425) 

36,849.75 

4,211.40 

1,052.85 

42,114.00 
42,114 ~o ~ {84,228 ~o ~ 50%) 'ffl ~ Cfil &i<!iltl(-1<11 (~ 31~141.-lj ~) ~ 

cfiR1l1 &1fifciflPrn aqfto1.1q ~ i, ffiTlcf ~-mf.r ~ -q' 3Rlfuf ~ Kl!1 \il'RT ~1 

http:42,114.00
http:1,052.85
http:4,211.40
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9. aqf<cic4<1, 3lftf ~ ~ fcrn "Sj'qiT{ ~ i' ? 
10. ~~~I aqf<cic4<1 -q° ~~~I 

1 J. 34kcic441 cfil cfil<lf¥41< cllITcfi{OI ~I 

12. aqf<cic4,;o· Cfi1 qfh,J-wftt:·H,1 ~ ~ -c11=ffcfi-<-01 ~1 

13. ~ d4kcic4<1 M ffl t? 
14, ~ aqf<cic4i.l ~mt ? 
15. f.w,tu11ffe1< aqf<cic4q ~ c11ffcfi<o1 ctft ~ ~1 

16. aqf<cic4an· ~ tj&iicfi-1 ~ cpff ~ t ? 
17. aq[lo<1q'j' ~ ffl1l'J ctft W~ ~ otn -q° ~I 

t8. ~-qflc,tf-111ft(1 aqf<aqq1· ~ ~ ~ qf<d-111ft(1 ~ -q" 11~ ffl ctft ~ 
~cfi'~~I 

19. aqflc94,ti· ~ ~. &1NillW1 ~ tjf<;t(1q-f ~ 3jJq ~ ~ i' ? 
20. aqf<aq.ti· ~ ~ ll'1ll ~ -q' ~ ~ t ? 
21. ~ fcli (i) ~ Wcffl (ii) 1m (iii) cfil<&MI 'aftiu '.t ~i!i;jl-1 <1il <PfT 3'Ttm: m ? 
22. aqf<cqq'j· ~ Mic?l'iit-1 ctft ~ -q· iiii?lffl& ~I 

23. Cfi1raT-fl aqftotJtti' ~ &1c111Jlqo1 -m ~ ~ Jl1JTlffi ~ ~ ffl1' 't? 
24. Cfi1raT-fl aqfloq,;o· ~ &1ci1'fltto1 ct,1 ~ ~ Jl1JTlffi -q' ~ ~f.lcu4<11~ Mt ? 

I c1ijif0t~ ~ (Objective Type Questions) I 
~cIT+iq ~cfi('Q ~-

1. ~~~iiat-

2. 

3. 

4. 

s. 

(a) ~ (b) qf<ciJ-11'fl(iii 
(c) 61441lc1J-111ftl1 (d) CfiT( ~ 
qf<c1a-111ft(iii ~ cfil m ~ ~ t-
(a) i_;;ft ~ ~ (b)lm 
(c)~~ 

qftc1tf-11'fll-l ~-
(a)~~~ t (b)~-q'~~~~f 

(c)~-q° ~ ~ ~ ~ ~ '111m f 
qllc1J-111fll-l ~~Mt
(a) ~ ~ 
(c)~~~~ 
~ ~ cfil ~ t-

(b) ~ ~ ~ ~ 
(d) ~ ~ CfiT( ~ 

(a)~~ (b)~~ 
( c) qf<qd11'ft<."I <."117@ ( d) ri 

6. m~·~~-q'~'1<ftt,~-

< a) ~ lITTIT 'i!l'ffl f (b) ~ lITTIT ~ f 
( c) qf<qcf-11'ft<."I ffi1@ 'ill'ffl f ( d) ~ -q' ~ 'CfiT( ':ffi 
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7. o7.fcffl'{ ~ ~ i:rt, ('!1T@ iiUit ffl t-

( a)~ (b) qf<qtl-ili'0<1 

(c) 31-lfqf<qff11i0{1 (d) ~ ri 
8. ('!1T@ qft ~ ~ ctft ('!1T@ «i ~ ('!1T@ ~ cfi'T ~ ~ t-

(a) ('!1T@ ~ (b)~ ~ 

(c) aqflcqlf -stqlfflqOI (d) 'ffi7@ q•ffcifi<OI 

9. RJOi' -q' ~ ~ aqflsqcfj l:fi' ~ ctft 'iht-r-m ~ ~ ~ lm f,..... 
(a)1il'J ffilffl i:rt llB ~ (b)~ ~ 'q{ 'Slfima ~ 
( c) -imrl ~ <f{ qfcf ( d) ~ ri 

10. -smm-r aqf<oqq Slftlfflf 'l:fi' ~ i¥ 1ffFJ ~ ~ t-
(a) ~ ~ (b)~~ 

(c) ~ 'ffi7@ (d) ciR<!:1111 ('!1T@ 

11. fcmiq ~ F@'{'GJ 3qf);oq4 ~ 1R 3fclltfl~<i ~ ':jJffl t-
( a) <f{ JI@ ~ (b) iii< &111 'ffi7@ 1R 'Slfima 
(c)~~i:rt'Sl@ffif (d)~~cfi1'$~ 

12. ~ i¥ t ~-m 'qiYR lm t ? 
(a) N ff' qflcfd11tftlil ~ (b) ri ffll'@ ~ t 
(c)rin"~~t (d)riff'f.fq,ruy~~t 

13. ~~~er 3TIW-f i¥. ~ o!lm ctil ~ ~ ~ t-
(a) ~ ~ ~ (b)~i,n:i~ 

(c)1il'f 'ffi7@ ~ (d) cifiR&MI 'ffi7@ ~ 

[Ans. 1. (c) 2. (c) 3. (c) 4. (c) S. (b) 6, (b) 7. (d) 8. (a) 9. (b) 10. (d) 11. (b) 12. (c) 13. (b)] 

~ ~ cFft 'l{ftf ~~I( (Fill in the blanks)-
1. . ......... .. ffll'@' ~ .-~ i¥ amff: ~ cftff amff: qflc1tt.ftZ1 i1 
2. ~ mlRit 'ffil@, ~ ~ cftff ............ ~ mTT ctil aqfloq--4 m t, 
3. 'ffi'l@lqjl ~~~an~~~ f.rmITTr ~ ctt ~ ............ ~ ~ 

~ ~r-thmft f I 
4. . ........... lt ~ ri ~ ~ ('!1T@ ~ ~ 'ffi7@ ~ ~ 3llm lt t, 
5. "ffi1'@ ctft ~ cf;J ('!1T@ ~ "-4T fflT@ ~ cf;J 3f(jql@cifi ~ ............ ~fr 
6. ('!1T@ ~ ctil cl'Wl ~ ~ ~ aqf<oqqj c(i ~ ~ li'liiGiql-11 ctil ............ ~ 

~~';jfA'f~t, 
7. •Uttifqcifi l1!-' cl'Wl ~·~ cifiR&MI aqfloqqj q;r aT-m .. .... ..... ~fr 
8. aqflsqqf q;r ~ "ll1 ~ 3fflWlfO'T ~ ~ "irm t ~ aqfloq--4 ........... ~ mu 

~~t, 
9. 1ITTI ~ aqfloqlf ~ ~ ctil ......... ~tr 
[Ans. 1. a:r.lf, 2. ~ ~. 3. ('!1T@c4•ITcifi(OI, 4. ~. 5. ~i,:il-1, 6. ~. 7. ~ -qy 

~ ~ aqflsqlf, 8. tcffi~ffi:<1 aqflsqlf ~ . 9. 31c4¥r1tM] 

http:34Rczp.ri
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~~ f.tGiR-tftatt ~,~,f~'~'-
1. ~ffil@~~~t-;,~~~, 
2. qftc1tf1,nc?1 3qfl~ll ~ ~ ~ t, 
3. 1i@ ~ qfo~tf11tftc?1 ffiT@ ~ -rnit t, 
4. 3qf<~q1· <ti) lNTmr olflf ,:ft~ t, 
5. ~14HWllffel< aqR~ll cfiT c:f1ifcb{0 i ~ otfT ~ ~ m'ITT t, 
6. cf,1(<§111 d4R~ll cf 3Ff olflf ~ :{.lLll::J ~ ~. 

7. 3qfl~q1· <iiT olJ~ ~ cf>1 ri ~ CfiT ~ ~ 'll'T ~ ~ ~ ~ t, 
8. ~. :51'f~ q 3lc:fl(flq0j ~ ctil 3l¥t w:iR t, 
9. c:fil(©l11 aqf<oqq1· ~ 3lql(flqUj cf>1 ~ lJ(i:J ~ ~ ~ ~ fcfm ~ ~ 
~ t ~ ~ lflffl lJ(i:J mu M ~ t, 

IO. aqfloqcn· ~ ~ 3lcfffl ctil ~ i ~ ~ aqfl~q1· ~ c:11~feic:fi aqf<oq~! 
:51'f~ -t, 

11. ~ qj~fqcfi aqfloqq ~ aqfloqq!' ~ 31f'f.f<fi ~ t m 3ffe.l-3fcmltf01 cfi ~ ~ 
'1fRT~t, 

12. ~miimcfft~fclf1A~if&1141Rilacfft~i1 

13. 1i@ ~ qf<c:1tf11tftct ffilffi ~ ~ ~ ~ m~ ~ mm ~I 

14. ~ qf<qtf1,n<."I ff'~ cfft ~ t, 
15. aqf<oqcn· cfil ~1 3lc:fl(flq0j ffllffi ~~if c'fN 'c:fiT Cfi'LI qi'(~ t, 
16. ri 4Rc:ltf11tft<."I olj?;f ~ olflf ire t, 
17. ~~~~t, 
[Ans. ~: 3, 5, 11, 13; ~: l, 2, 4, 6, 7, 8, 9, IO, 12, 14, 15, 16, 17) 

II cl41c4t;IRcfi ~ (Practical Questions) I 
t. H'1f~f&a ~ ~ fctim ~ ~ ~ wm ~ ';ft'i) ~ ~ aqf<oqq1· cfiT fcrirrrr A ~ 

Bif~~-

(i) ~ ~ ~ d4R&lll (Selling and distribution overheads) 4,000 

(ii) "Sl'cfiffi olflf (Lighting expenses) _2,000 

(iii)~ olflf (Welfare expenses) 5,000 

(iv)~ cfiT aWTI (Insurance of machine) 3,000 

(v) ~ (Power) 4,500 

(vi)~ (Rent) 6,000 

~ cfiT 3lltlR (Basis of allocation) : 

(a) ~1 ~1-qfoqfqft ~ (Costoffixedassets) 

(b) ~ cfft "ffi9!TT (N umbero f workers) 

(c) ~~(Horsepower) 

(d) ~ (Area) 

Department A 

t 1,00,000 

30 

15kw 

100 sq. metres 

Department B 

t2,00,000 

10 

30kw 

200 sq. metres 
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(e) ~~ (Light points) 

(f) ~ (Sales) 
30 20 

~ 2 lakhs ~ 3 lakhs 

[Ans. Deptt. A ~ 11,050; Deptt. B ~ 13,450 = ~ 24,500 (Total)] 

2. ~~-q-qrq~f~P,N,R, S ~fcf'IWTtWUTWTTfcf'Wltl ~ 
~ cfi ~ <:ll¼<!fqq; cffi1@' R9 ~ ~-

~ 

(i) lR"1+@" (Repairs) 2,000 

(ii) mflll (Rent) 2,500 

(iii) lm (Depreciation) 1,200 

(iv) ffl~ (Supervision) 4,000 

(v) oijlTI (Insurance) 1,500 

(vi)~ (Lighting) 1,800 

(vii)~ cfiT ~ oijlTI (Employer's Liability Insurance) 600 

-qrq ~ cfi ~ -q f.tyf(."!ft9d ~ ~ "TT ~ t-
Department 

p N R s 
~-qtf -m (Area-Sq. ft.) 140 ,I 120 110 , 90 

I 

' 

~<ti m§!IT (No. of Workers) 25 20 10 IO 

~ ~ (Total Wages) 10,000 8,000 5,000 5,000 

~ <fiT ~ (Value of Plant) 20,000 18,000 16,000 10,000 

~ <fiT ~ (Value of stock) 15,000 10,000 5,000 2,000 

~ Cf;) fqf1R ~-q ~citqg<kt ~ ~ fc@mf ~I 
[Ans. Deptt. P ~ 4,450, N ~ 3,627, R ~ 2,582, S ~ 1,996 and T ~ 945.] 

[Hint: Lighting expenses has been divided in the ratio of area-sq. feet.] 

T 

40 

5 

2,000 

6,000 

-

3. f.t..:iR-if&a ~ 30 ft@MR, 2019 Cf;) ~ ~ ~ ~ cfi ~ ~ ~--i11f.t<1R•I 
~ ~~ ~ "Sl"J1<f ~ 7Jl '-«1 ~ 3qfloq,rf ~ ~ fcNrin' Cf;) 3if11'11f,;,ia ~ 
cfi~cfi"WT~t- ~--

Particulars Production Departments Service Departments 

A B C 
I 

X y 

Direct Wages ( ~) 7,000 6,000 5,000 1,000 1,000 

Direct Materials ( ~) 3,000 2,500 2,000 1,500 1,000 

Employees (Nos.) 200 150 150 ' 50 50 

Electricity (kWh) 8,000 6,000 6,000 2,000 3,000 

Light Points (Nos.) IO 15 15 5 5 

Assets Values ( ?) 50,000 30,000 20,000 10,000 10,000 
' 

Area occupied (sq. yds.) ' 800 600 600 200 200 



102 /mt@' ftn,~qOj ~ f.14'?101 

~= ~ ~ ~ oQll ~ WfiR ~ (The expenses for 6 months were): 

' ' Stores Overhead 400 Depreciation 6,000 

Motive Power 1,500 Repairs and Maintenance 1,200 

Electric Lighting 200 General Overheads 10,000 

Labour Welfare 3,000 Rent and Taxes 600 

·x•f41WT~oli?ll~ 4 :3: 3oetr •y•fitqyTJcfiolJ?ll~~~~cfi ~-q: 'A', 
'B' Wfl 'C' feriwn' "tJ'{ ~: fc@fuf ~ f1 
[Ans. Primary Distribution : Deptt. A f 8,340, B f 6,220, C f 5,100, X f 4,100 and 
Y t 3,640 = f 27,400 (Total). Secondary Distribution: Deptt. A f 11,396, B f 
8,663 and C f 7,341 = f 27,400 (Total)] 

[Hint: General overheads-on the basis of wages paid.] 

4. ~ ~ cfi ~ ~ f41WJ t Wfl ~ ~ f41WT t, cfi1<&111 aqf<oq'4 cfi fcmirT ctiT 

m-{ffl~Wfi"Rt-
. Production Departments Service Departments 

X f 18,000 p f 1,404 

y f 12,000 w f 1,800 

z t 6,000 

~feriwn'cfioQll~fcNrirl'"q'{Jl'GR"cfi1~~cfi~"q'{~Ffi4~!~ 
~Wfi"Rt-

X y z p w 
Department P 20% 40% 30% 

I 
- 10% 

Department W 40% 20% 20% 20% -

~<1 ei:flq;(Ui ~ ID'{! ~ fcNriTI' cfi ol('l1t' ~ ~ feriwn' 't!"( 3lj'tlf-ild ~I 
[Ans. Deptt. X f 19,152, Y f 13,116 and Z f 6,936.] 

5. ~ fRo -q' A, B Wfl C ~ ~ ~ t v;ct X Wfl Y ~ ~ f41WT !1 llfi:f, 2019 
cfi ~ ~ * eklf.+:id RJ;J fcfcRvr ~ t-

~(Rent) 
1•1<qif~cfil cf;'( (Municipal taxes) 

~ (Electricity) 

~ ~ (Indirect Wages) 
~ (Power) 

lffiA'U "tJ'{ ~ (Depreciation on machinery) 

$iR ~ (Canteen expenses) 

3Fl .s;n:r ~ el-G4f'"'-ld ~ (Other labour related costs) 

' 15,000 

5,000 

2,400 

6,000 

6,000 

40,000 

30,000 

10,000 



Total A B C X y 

Floor space (Sq. mts.) 5,000 1,000 1,250 1,500 1,000 250 

Light point (Nos.) 240 40 60 80 40 20 

Direct wages ( f) 40,000 12,000 8,000 12,000 6,000 2,000 

Horse power of 150 60 30 50 10 -
machines (Nos.) 

Cost of machines ( f) 2,00,000 48,000 64,000 80,000 4,000 4,000 

W orkine: hours 2.335 1,510 I 525 

A B C X y 

X 20% 30% 40% - 10% 
y 40% 20% 30% 10% -

~. A, B (f?;jl C ~ ~ ~ c6" ~ ~- aqf<o1.14 -&1f1p:11;,i1 cfft JITTf ol1lcl G\ 

~ ~ c6" ~ ~ cfft ~ i1 
[Ans. Primary Distribution:Deptt. A f 30,200, B f 28,800, C f 38,600, X f 18,500 
& Y f 6,300 = f 1,22,400 (Total). Secondary Distribution : Deptt. A f 37,358, B f 
36,244, C f48,798. Overhead rate per hour: Deptt. A f 16, B f24, C '32 (Approx)] 

6. ~ f.tmuft cfi"Pfft c6" "lffi ~ ~ ~,wy 'A' 3ffi 'B' o~ ~ ~ Ffll111-~ 
~.~(f?;jlffl-~t,~fc«Rut~~~~~.2019<6"~ 
~~~~t-

Production Deotts. Service Deotts. 

A B I Time Keepin2 Stores 1 Maintenance 

' ' ' ' ' 14,000 I ' 

9,000 5,000 4,000 3,000 

Production Deotts. , Service Deotts. 

A B ' Time Keepin2 stores Maintenance 

No. of Employees 40 30 - 20 10 

No. of Stores 12 10 - - 3 
Requisition 

Machine Hours 1,200 800 - - I -

~ ~ cfft ~ cnT ~ fcf1flTT '31' 0~ '-''* ~ ~ M'~ ~ 31Mqlf-,,tt ~I 

(Ans. Secondary Distribution: Total overheads ofDeptt. A f 20,860 &B f 14,140.] 

7. 3Wi, AYf<Hfuitt ~ati c6" 31l~ "Cf{~~ w:r ol1lcl G\ ""1@ ~-

(i) $gu c6" fc{'l{TTI -q ~ q;i:f..,llf<((I. cfft ~ 200 t, (ii)~ ffl Kem 300 o~ 
~ IO~ffl~""1@lf,(iii)~R"11'-q~ 10%,~~<6"~~f, 

o~ (iv)~~ aqf<o!M 81,000~o ti 
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[Ans. Direct Labour Hour Rate, , 0.15 (, 81,000 + 5,40,000 hrs.)] 

8. ~ ~ arcef'~ ct~~~ ct~ fcJ'lfll cfIT fflllt'l3TI ~ ft'41f-'1t1 ~ ~ 
~Tf?ftf-

9. 

10. 

Material used 
Direct wages 

Hours of Machine operation 
Labour hours worked 

' 72,000 

60,000 

20,000 hours 
· 24,000 hours 

48,000 Overheads chargeable to the department 
~~~~fcfqpy-q'~111t~~~~~Wfi'R~-

Material used 
Labour hours 
Direct wages 

, 4,000 

1,650 hours 
, 3,300 

Machine hours 1,200 hours 

aqflcsqqf <.fil • <.fi1 ~ 1 ~ fcrf~ cfiT 'SfllPT ~ ~ ~ ~ <n1 ffi1ffi ifi1 fic?Hit'lc:fi 
fercRuf~~-
(i) Direct Labour Hour Rate Method, 

(ii) Direct Labour Cost Method, 

(iii) Machine Hour Rate Method. 

[Ans. (i) ' 2 (' 48,000 + 20,000) (ii) 80% (48,000 + 60,000 X 100) (iii) ' 2.40 
(, 48,000 + 20,000)] 

~~"'q'R~ A,B,Ca'ITD ct~-q:<1i'flf«rf1 ~~<6c@~~Wfill: 
cfiT ~ ~ t m ~ ~ 'A' cn1 4,ooo ~ -qr 'a' <fIT s,ooo -qr 'c' <.ti1 
12,000 -qr 'D' <n1 24,000 ~ 1T ~ t, ~ ~ ~- cuf<lfqc:fi ~-

A--600 ~' B-1,500 ~ ,' C-4,200 ~ <fYTT D-8,500 ~ 
~ ct @1', c:fiR<lii11 aqf<sqq l ,00,000 ~o t, M ~~ct 3fltrn: "Cf( 3lcllffl~t1 
cfi\11 t, ~ ~ am 3lcl:tTIMt1 aqflcsqq ~ \Im ~I 

[Ans. Absorption Ratio 36: 45 : 84: 85; Absorbed overhead A , 14,400, , 18,000, 
C , 33,600 and D , _ 34,000] 

~ ifiK<liA ct 11:cfi 'ffiT@ ~ ~ ~ ~ Gffl3TI ct ~ -q' ~ ~ 

~ c:fil4:tfl<:'1 "El1l't "5l"fu ~ 
ll':tir-n'cfIT~ 
~e;lUT 3l"lfG -q' ~ ~ fll'<iITTic:fi "El1l't 
~ qffl" a qf<sq4 

~~~~ 
"51"fuqf{tfi,4:tfl<:'lm 

4 ~ cn1 ~ ct c:tlf<1fqc:fi 'ffi11Tlli-
~ ~ 3qf<sq4 

~cnl~ 
~ lfflR "El1l't 

40 

, 1,55,520 

'3 "51"@ ~ 
48 

, 15,000 
, 7,000 
, 2,200 



Rt.fclfrlfURT~-
(i) Jira~ "6fO'e1 aqfloq<i G\ (overhead rate per machine hour) 

(ii) ~ ll:'"~ 34R.oit4f ~ cfill' "llT ~~ ~ clfr 'Urn (the amount of under or 
over absorption of both wages and overheads). 

(Ans. (i) ~ 6 (1,55,520·+25,920 hrs) per hour (ii) Under absorbed overhead ~ 1,800 
(15,000 - 13,200) wages over absorbed ~ 200 ( ~ 7,000- ~ 7,200)]. 

11. H'--l@rutd ~ ~ CflR1ffi ~ ~ ~ ~ ~ ~ ~ clfr ~3Tf * ~f:«f 
t-
Direct Material 

Direct Wages 
Labour hours worked 

Hours of machine operation 
Total Overhead to the department 

~ ~ -q 1l_t ~ ~ ~ ~ 500 ~ fcfcRvr ~ "SfcfiR t-
Direct Material ~ 4,000 I Labour hours 

Direct Wages ~ 3,000 Machine hours 

~ 1,00,000 

~ 60,000 

20,000 hours 
8,000 hours 

~ 40,000 

820 

300 

aqRoit<fl ~ 3icillTiq01 cfil "qfq fcff'1Fl ~ <li1 m -q ~ ~ tl~Hlc'l<ti ~ cfiT ~ 
fcmuy~~I 

Ans. Overhead Rates Cost 

Direct Material Basis 40% ~ 8,600 

Direct Wages Basis 66.67% ~ 9,000 

Prime Cost Basis 25% ~ 8,750 

Labour Hour Basis ~ 2 per hour ~ 8,640 

Machine Hour Basis ~ 5 per hour ~ 8,500 

12. 31w:«ll ~02u11~~~ ~ ~ ~ fcf'lJ1T ~. "Q:I, 3TI cf ~ ~ fcf'l'rrr "tft cf <Fi_ t, 
R'--l@folct ~mi~ ~~ * ~ ~ t-

Rent and Rates 

General Lighting 

Indirect Wages 

Power 

Depreciation of Machinery 

Sundry Expenses 

Particulars 

Floor space (Sq. ft .) 

Light points 

Direct Wages ( ?) 

Total M 

5,000 1,000 

120 20 

15,000 4,500 

N 0 

1,250 1,500 

30 40 

3,000 4,500 

p 

1,000 

20 

2,250 

~ 

7,500 

900 

2,250 

2,250 

15,000 

15,000 

Q 

250 

10 

750 



Horse-power of Machine 300 120 60 100 20 -
Value of Machinery ( ~) 2,50,000 60,000 80,000 1,00,000 5,000 5,000 

Working Hours 14,320 6,226 4,028 4,066 - -

The expenses of P and Q are allocated as follows : 

M N 0 p Q 
p 200/o 30% 40% - 10°.lc, 

Q 40% 20% 30% 10% -

Apportion the overhead and re-apportion the overheads of service deptt. amongst 
different department. 

[Ans. Primary Distribution 2 Deptt. M ~ 11,325, N ~ 10,800, 0 ~ 14,475, 
P ~ 6,938 and Q ~ 2,362. Secondary Distribution. Deptt ~ 14,010, N ~ 13,591, 
0 ~ 18,299. = Total ~ 45,900.] . 

13. ~ am: qij ~ ~ ~ t am: 3•Ft aqf<o4qi· cfi ~ sfilffi: 3,000 cf 2,000 "{io t 
• Hl--ffc.1fo,1a ~ -q <ft Tit~ <fi ~ ~ ~ ~ ~ ~ ai:1,uf.la 
~ ~ ti A, B am: C ~ fctili•Tf ifi ~ aqf<o4tf ~ ~ ~ ~ fcfl ABC 
cfi "tf1'TI &iM"li,ij1 ~ ~ sfilffi: 4,000 "{io, 5,000 "{io oYfT 3,500 "{io ~-

~ ~fcfqJTJ ~ fcfqJTJ 

A B C X y 

~ ~ ~ ~ ~ 

% % % % % 

~ 30 40 20 - 10 

qij 30 30 20 20 -

~ ~ cfi c;q-qj' Cf,l ( 31) ~1{i~fo tt@ oYfT (of) ~ t14°1cfi{Oj ti@ iffi1 ~ fcfqy1n' 

°q'~: ~~I 
[Ans. (a) Deptt. A ~ 5,745, B ~ 7,092 and C. ~ 4,663] 

••• 



rn wfsb<-11 e11~1e1 qc9.fa 
(Process Costing Method) 

I qffi4tl (Introduction) I 
~ "RJ'T@ ~ ffl7@ ~ "SfOlR'ft <t\ ~ 'l~~'{Of ~ ~ ~ ffl ~ qJffi 

f<.nq t i'fe.rr ~ ~ ~ °i:t ffl""' ~ f ~ lfficn ~ (standard product)~ J.1fs+,414j 
IDU M ;;J@l tr~ ~it~~ ~cf;~ M ;;J@l t;~m Jl'cfiR <tl ~ 
~ <tt ~ t; <61<&111 ~ ~ m <R'f <tt Mt~~~~ i, ~ ~ 
qjJ 3IBll ~ "&@T ;;J@l t ~ ijQf~(1 ~ qft ~~-~~ ~ ffil@ 3:iR "Sl'IB ~ "RJ'T@ 

~ <tl \JfT ~, 1Wl: ~ ~ cnT m ~.~."{TT,~,~ q ~ ~ offllTT * M 
;;J@l t, 

51fa;41 ~~cf.T .. ~~ 
(Meaning and Definition of Process Costing Method) 

- -

~~~<tt~~Mt~~aN-ftf.ffflo~<f<n~~1l,cffcff"A 
~ ~ ~ ~ ~ "t1 cfiffil (spinning),~ (weaving)~~ (dyeing) <tl ~ ~ 
~cf;~~~fflfl~~~~cf;-::rrtr~~;;J@lt3ffi~~ 
cfi1 ~ ~ "ffil1i'f ~ qft ~ ti a:@: "RJ'T@ ~ ~ ~ ~ ~ q;) ~ "RJ'T@ fcff~ ~ i, 
~ ~ M ~ 3RflTo ~ ~""' f.ffflo ~ ~ ~ ~ ~ ~ mtJm (raw 
material)cnl ~ qj"{ffi t ~ ~ ~ cf>1 f.ffflo ~ mmT ~ ~ ~ -mmft cnT ffl qj"{ffi 
t am ~ ~ f.w@ ~ * ~ ~ t "ITT m ~ "&'ra (finished stock account)* 
~R1iafh1 ~ ~ t ~ ~ ~ ~ "iR ~ t, llfif;-qJ "RJ'T@ ~ cnT ~ f.!1-1f("!f&a 
1UtlfTlflail' mu ~ ~~ ~ -g) ;;f@J t-
~ (Sharles) ~ ~' '1lfif;ln ffl1Tff w;Frr ~ ~ --q-· Wll1T cit ~ f f.ir;fq. ~ 

~ q;r f;{"lff11T m,, I, -;it feftR wutt·-« p,«ft t 31k fe;r-,q~ wur cit ffl1Tff ~ ~ 
mrr It" 

lft'o 'iio 'fft ~ ~. '1dt,;ln ffl1Tff ~ 7/T 31[~ 'Jlfjj,lnaff cit ffl1Tff 'ifTq m cit~ 
~ I ;;irfif; ~ 'fl7711lt <it f.rfifn ~ -q-· ~-« ~ rarit It" . 

- -
s,faic.11 ~qftr~~ ~¥l~HI~ 

ain Features_/ Characteristics of Process Costi!! Method 

~ "RJ'T@ f<ffq ct1 f.!1-1f<."lf&a ~ rc1~,4di~ mm t-
<• > ~ ~ -cnl ~ ~ ~ * mi:mt ~ ~ * ;;J@l t tre.rr ~ ~ qjJ 

~mmtmlfl-q,~~ffll31l31Rfl{~-q~t, . 
(2) ~ llfif;-qy wwr mm t ll'-" al'li4!MI ~ WiRfR ffl t1 
(3) ~~~~(standardised and homogeneous) ffl t i 
(4) "RJ'T@ ~ail' mu ffi<f (accumulated) mm i1 

. <s> ~ cf>1 ~ ~ "RJ'T@ • "RJ'T@ mm t ~ ~ ~ cf>1 ~ ffil@ q;) ~ 
~cf>lmgqf~ 'qf71~~cf>l~t, 

(6) ~ ~ ~ ~ 1l,cf f.rmftt mm t, 
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(7) ~3TT -q m1Tift <tt ~ ~ (nonnal loss) 1R ~ UTA~ "Rl!T -;j{@T i, 

(8) ~3il' ~ ~ ~ mirm ~ ~ ~ 11t m ~ i ~ ~ (by 
· product)~~~ (joint product)~ i1 

' S4mi<-41 c'11'1'@' S4011H1 ~~ aqgi:fij'3'ffl1T 
(Industries where Costing is suitable) 

3IB: ~ fcn'f.l f1i.:if("tf@a ~ * fcmtl ~ ~ ~ "ffffi i-
0) ~ ~ (2) ~ f.rajuy ~ 
(3)~~ (4)~"3""WTT 
( 5) m-Mf.l<ti ~ ( 6) ~ "3"ffl1T 
(7) q,f1R·P-lq dfflll (8) ~ "3""WTT 

(9) ~ "3"ffl1T ( 10) ~ "3"ffl1T 
(I I)~~~ (12) ~ ~ ~ "3"ffl1T 

S4fAi41 c'11'1'@' #l&icfi-1 3fu: dQcfii4 ~ #l©icfi-1 if~ 
1 

(Difference between Process Costing and Job Costing) 

Slfaillt ('(TT@' ~Uliifi=t ~ ~ c-fTTffi ~ UI i ifi=I 

1. ~¾~fcn<U-;j{@Til ~ ~ ~ ~ m <R ~ f.f;-lrr -;j{@T 
t, 

2. ~ fcmtl 3fcif'f.l ~ GfR!: ffi1ffi q,l lJURl q,l ~ ,:ft ~ 1r1f i@y i o,:fi ffi1ffi q,l lJURl 
"ffffi i1 . q,'t ~ i1 

3. ~ ~ q,l Rfifu 1lR1" q,l ffi1ffi ~ ~ <tt ffi1ffi ¢ ~ * Ei~iaf<a ~ 
~ * t;~iaRa ctt ~ i ~ ~ ctt~t1 
~ir7frno<ti'~1Pt~t, 

4. ~ cfiT ~ ~ m ~ cfiTrOT, ~ qlf ~ ~ q 3Rf * ~ ~ cfiT 
~qlf~~q3Rf-q~~ ffi m Gt ~ t ~ Gt, 
cfiT ffi ~ 3TTtl' ..@ f I 

5. ~ .:rAcfi ~ cfiT ~ t ~ ffi1ffi ~ ~ <tt specified ~ci H~ll~R fcn<U 
~~~i,dtt, "llffi t ~~ ~M~ ~ ~ ml 

6. ~ ~ q,l ffi1ffi a:JWT· ~ ~ q,l ~ ~ q,l ffi1ffi ~ ffi1ffi q,l lJURT q,l 

"ffffi t ~ ~ ~ ffi1ffi ~ ffi1ffi ~ t fiffi1ffi ~ "ITT"ffi ti . 
Mt, 

7. ffi1ffi f.r:r-:;Tur qi\11 3lmR t, ~ ffi1ffi R<f?l11T ~ qffiR t ~ ~ cf;1 
cfil,lsli-11 m,:rr cf~~~ t1 &1Fc@1111 ~-t{§ q,'t 311i5l~llcfii11 i1 

S4Gbi4i ~~~ _,;jjt4~i4cfi?fl ~ ~ 
(Need and Importance of Process Costing Method) , 

~ ffi1ffi ~ ~ ~'ll 3l~ dlli5l~llcfiii11~· r;:p:;:f ~ i-
( I)~ fclf'=l ~ WRR ~ ~ ~ q,l ffi1ffi cfiT ~ fclf'R «TU 1R fcfi<rr ~ ~ t 

~ ffi1ffi R<f?l11T * ~tll ~ ti 
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(2) ~ ~ * ~ fcl:'q!Tf~lfl <li1 cfi lll'fi:?le1a1 ~ fqaa..grn1 ·q;'t ~ ~ cli1 ~ 
~t, 

(3) ~ ~ * ~ >ITTl,ll1 *~cl@~~ ~ 8J<f cli1 ~ ~ cli1 ~ 
~ti · 

(4) ~ ~ <fi ~ # ~ R~ ~ qJWfcicti 3ffl ~ ~ <fi q;RUT 

si-i.f.l<f>l<l ~ 3l'm'R m -if@T ~1 

(5) ~ fcl:foq # ~ ri -cfi) ~ wm '1\ fci:f'<R >ITTl,ll13TI # fcl:~ ~ <fi q;R11T 

~ ~ ~ cli1 ~~ti 
(6)~~<.f;T~~~ ~ ~-~<l'T~~m-ifRl'Tim~ 

~ ~ cli1 ~ ffil@ ~ ffl <fi @t.; ~ ~ ~ ~ i1 

!,lf~<-41~ cfmt "m cb1" fcifu 
(Procedure for Preparation of Process Accounts) 

~ "cfiT ~3TI <fi ~ <fi ~ ~ ~ -if@T t 3fu: ~ >ITTl,ll1 <fi fut.; ~ 
~~~ti 37@: ~ "cfiT ~ ~ m -q B ~ mor t ~ m >ITTl,lll ri ~ '1f@ 
i1 ~ ffilIB fci:f'fl <fi 3RJlfo ~ ri f.1'-1f<1forn m B ~ '1fffi i-
$1 Fa,lt i ~ c6T' ~ (Format of Process Account) 

~ n <fi ~ 'WT~ t, ~ ~ ~ <f;T 'qJTf ~ 11~ d'~ ~~qi} 'WT mc 
11~ ~ i1 ~ 11~ # ~ 'WT~ t ~ f.rCifc1faa i-

(i) fmro1r (Particulars)-~ l9R # ~ i::JG: <f;T ~ fu.slr ~ t ~fut.;~ fifi<:rT 
7J<l1 t, 

Dr. 

(ii)~ (Units)-~ m * ~ IB@ ~ i, 
(iii) ~-~ (Amount)- ~ ~ # ~ i::JG: cli1 ~ IB@ ~ i1 
37@: ~ ri cf>I f1'-1fc1f@(1 m ffl t-

Process Account Cr. 

Particulars Units Amount Particuhirs Units Amount 
~ ~ 

!,I fa;Q I ~ -q fi.mR ~ fUq 1.:c:i f;p;rq-
~ ~ cf 6llj91@i:fi ~ arn' tfil ~l-"4f4:la >ITTfi<TT ri <fi ~ ~ * fuTfffl t 

(Debit all expenses and losses) d'~ ~ 3lT<TT "cfiT ~ ri <fi mc <l~ -q fu.slr ~ t · 
(Credit all incomes and gains)~~ 1?l@l ~-~ <f;T 1?l@l (Nominal Account) 

mmt1 
!Afailtl ~cri~~-q 3lRcrn-ft"~ 

mll'!fi (material) , iw:r (labour) ,~~ (direct expenses),~~~ (indirect 

expenses) oill 3Rl ~ ( other Expenses) I 
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i;.l'a,41 ~ ~ ~ 'QW ~ 3tR cl'Tffi ~ 
~ cfft ~ (sale of scrap or residue or slag or by-products) cf ~ cfft ~ ~ ~ 

\lfu (amount received from wastage)I 

~#~ri<fi~oen~~cfft"{qi"qlcfil<lTTfffl'aRRqil\lfu~qft 
~ i ~ ffklf-'tld ~ cfft ~ ~ ffl ii~~~~~~ -q'{ ~ 
~cfftcwr~il'~~cfft~<fi11:!fll~"Sl@~amre~~~-;;nmf 
(cost per unit= total cost +total output)! d~lt'i:llt( ffklf-'tld ~ cfi1 f.tfira ~ o'fT ~ ~ 
~<fil~~#~wiciRa~w:rr~i~~~~~~Rili~~i 
oen 3lRfll' ~ cfi1 f.ffem lJR-f (Finished stock)~ ~ ri (Finished Stock Ale) it 
, ~wiaRa f~ ~ i1 m ~ ri ,:ft~ 1fcfilt ~ ~, 

·~clflfTq;'f~ 
~ ~ ~ ~ o-f ~ ~ i -ffl Wffif ~ail~ 'TI ~ olflr (common 

expenses) mt, ~ ~ ~ ~ m:cit i ~ ~ ~ cfi1 ~ ~ 1)" GfRJ ~ ? 
~ ~ # ~ ~ <fi1 iiik~ <fil ~ w:rr t m ~ ~ it GfRJ ~ i ~~~it 
~ ~ cfi ~ cfi1 <fiW ~ -;:i w:IT ~ m ~ afccfm ~: ~a:l JJrq (Direct Wages) cfi 
3TTffil 1)" ~ ~ i, 

Illustration I. ~ · ~ ~ ~ sr-R ~ ~ m;r M'IR ~ail ~ ~ i1 
f.ri=tfc-1f@tt ~ail~~ ~cfft Jlfu ~ ~ ~ ~ ~,, ~ 31 l{fif, 2019ff ~ 
~ cfft 200 ~ ~ qft ~ ~-

Process A Process B Process C 
( ~) ( ~) ( ~) 

m1TTft (Material) 2,000 1,000 800 
~ (Labour) 1,500 2,500 1,000 
~ olflr (Direct Expenses) 400 200 300 

~it~ 3lcff-q-q 8,000 ~o ~ olJ1:r ~. f-;mq' ~ 3,000 ~o ~~cf; f.riwrT ~ 
w<ilf--t.1tt i, fcfi"m 1ft ~ cfi a:RJ it cnW ~ -=m ~ en,~~ <fi1 ~ ~ <fi 
~ cfi w:ITT -q'{ ~ i1 ~ ~ l§@l 'TI~ ~I 

Solution. Process A Account Output : 200 units 

Particulars Units Amount 11 Particulan Units Amount 

~ ~ 

To Material 200 1 2,000 By Transfer to 200 4,800 

To Labour 1,500 
Process B Ale 

To Direct Expenses 400 
Cost per unit 

Total cost 
= 

To Indirect Expenses 900 Total output 
(3/10 oft 3,000) . t 4,800 = t 24 1.e., . 

200 units 

200 4,800 200 4,800 



Particulars 

To Transfer from 
Process A Ale 

To Material 

To Labour 

To Direct Expenses 

To Indirect Expenses 

(5/10 oft 3,000) 

Particulars 

To Transfer from 
Process B Ale 

To Material 

To Labour 

To Direct Expenses 
To Indirect Expenses 

(2/l 0 of t 3,000) 

Particulars 

To Transfer from 
Process C 

Units 

200 

200 

Units 

200 

200 

Process B Account 

~ffll@'~ /111 

Output : 200 units 

Amount Particulars Units Amount 

t t 
4,800 By Transfer to 200 10,000 

Process C Ale 

1,000 Cost per unit 

2,500 Total cost 
= 

200 Total output 

. t 10,000 
1.e. t 50 

l.500 200 units 

10.000 200 10.000 

Process C Account Output : 200 units 

Amount Particulars Units Amount 
t t 

10,000 By Transfer to 200 12,700 
Finished Stock Ale 

800 Cost per unit 

1,000 Total cost 
= 

300 Total output 

. t 12,700 
600 

1.e., 
200 units 

= ~ 63 .50 

12.700 200 12,700 

Finished Stock Account 

Units t Particulars Units t 
200 12,700 By Balance c/d · 200 12,700 

fl:urqft-1. lJl1f ~ (labour ratio) 1,500 : 2,500 : 1,000 or 3 : 5 : 2. 

I ~"ffl1Uft- (Scrap or Residue) I 
3l?.f (Meaning)-~ cfiT ;ro'~ ~l,'llfqq; ~ ~ ~ ~ ~ ~ i \if) f.rqfuy "ctt 

~-q°or,:f,jf@Jil ~ ~ 'lllfl-q"W~~~~I 3<!_11${011~,"fifiR~cttmc:-q 
Lids cfi'lit \iffiIT i "ID IB ~-q ~~~?sq;~ or,:f \if@ ~I~~~~~~~ 
~i1~~~1:ITTfl-q"~~~cfillTfflil~~~IDUf.lfira.:im°~,;rr 
~ ~ ~ ~ ~ ~-qm ~ Rlil ,jf@J i1 

Scrap is defined as, "The incidental residue from certain types of manufacture, 
usually small amount and low value, recoverable without further processing." 

'ffi§T (Accounting Treatment)-~ "ctt ~ ~ "5l'J1<f "Um cfil flkilf.-ttd ~ ri -q 
~ ff ~ ~ cfi{ Rlil ,jf@J i f-;rm) ~ ~ ~ ~ ~ -m \iffiIT ti 
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Ulustration 2. ~ ~ ~ ~ ~ tlR ~ >IBfi<llaTI -q ~ m"ffifl "t1 31 ~, 

2019 cfiT ~ ~ -q· 50011m _, RfiIB ~I~~ w;, ~ ~ ~ t-
>IBfi<ll (Process) I U) II ( t) III ( i) 
m1Tiit (Materials) 4,000 2,000 1,500 
Wf (Labour) 3,000 2,500 2,300 

~&l ~ (Direct Expenses) 600 200 500 
~ chl ('fJ'T@ (Cost of bottles) 2,030 
~ chl ('fJ'T@ (Cost of Corks) 325 

~~ ~~ 1,560~0 i:11 ~";Jo II~ 240~0 ~~lJ-q .mnlfcti•IT-.to 

III~~ 125 ~o ~ ~ lJ-ql ~ ~ cfil lg@!, ~ ('fl'T@o'4J ~ ~ cfiT JlIB mfl 
~ cfiT ~ ('fJ'T@ ~ ~ ~I 

Solution. Process I Account Output : 500 gross 

Particulars Bottles Amount Particulars Bottles Amount 
I r 

~ t 
To Material 500 I 4,000 By Transfer to 500 8,200 

To Labour 3,000 Process II Ale 

To Direct Expenses 600 Cost per bottle 

To Indirect Expenses 600 Total cost 
= 

(30/78 of i 1,560) Total output 

I . i 8,200 
1.e., 

500 units 

= i 16.40 

500 8,200 500 8,200 

Process II Account Output : 500 gross 

Particulars Bottles Amount Particulars Bottles Amount 

~ i 
To Transfer from 500 8,200 1 By Sale of 500 240 

Process I Ale By-Product 

To Materials 2,000 By Transfer to 15,190 

To Labour 2,500 Process II Ale 

To Direct Expenses 200 Cost per bottle 

To Cost of Bottles 2,030 Total cost 
= 

To Indirect Expenses 500 Total output 

(25/78 of t 1,560) . i 15, 190 
i.e., 

11 

500 units I 

· = i 30.38 ' 
' 

f. 500 15,430 500 15,430 1 



Process Ill Account 
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Output: 500 gross 

Particulars Bottles Amount Particulars Bottles Amount 

t ~ 

To Transfer from 500 15,190 By Sale of ~esidue 500 125 
Process II Ale By Transfer to 

To Materials 1,500 Finished Stock Ale 20,150 

To Labour 2,300 Cost per bottle 

To Direct Expenses ! 500 Total cost 
= 

To Cost of Corks 325 Total output 

To Indirect Expenses 460 . ~ 20,150 
I.e., 

(23/78 of ~ 1,560) 500 units 

= ~ 40.30 -
500 20 275 500 20 275 

~-~ >ITT'~ ~ oQ<TT ~ -kcITT (allocation of indirect expenses) cfi ~ it 
~ ,m' 'R""lTT m, 'ffi ~ ~ ~l!J ~ (direct labour) cfi ~it~~'~: 3,000: 
2,500 : 2,300 or 30 : 25 : 23. 

I ~ (Wastage) J 

~fci;tjt~cfi!~~~to1f.rl:nurcf>1~cfi~~cfi!~~~ 
~ (-mR) ~ m-ITT ti This is defined as, "that portion of a basic raw material lost in 
pr,:,cessing, having no recovery of value. Anything which has no value is considered to be 
waste."~:~ir~'Tlt~o~~~~cfil~{wastage)~~"t1~ 
wastage cfi1 ~ 'TI1TT it oTTc:J -;jfJ ~ "t-

(1) ~~(Normal Wastage) 
(2) ~ ~ (Abnormal Wastage) 

tll'll""-4 ~ (Normal Wastage) 
.3"f (Meaning)-~ ~ -a-it "ffi l -;;JI'~ cfi ~ ~~ ~ ~ ~ ~ 

mmta1~~~~tFlffiUqif,m'-;jfi~taih:~m~~-;jfi~t1~~ 
ct] f1i:..Jf(.1f@1 fcl~'ldl~ ~ l-

( a) ~ ~ -:Rcw:ii:'l1C1l (unavoidable) mm t l 
( b ) ~ ~ cfi cfiR11T ~ ffilJo it ~ m ~ t I 
(c) ~ ~ cfi! ~ fqoo 31"j'qq cfi 3lf'EITT: ~ ~ ~ "t1 

(d) ~ ~ cfi! ~~'TI m ~ t afu: ,m' 'TII 
~ (Types)- ~ cf>1 ~ ~ mtfRI' ~ cfi1 en ~ -it oTTc:J -;jfJ ~ t-
(i) ftAT~Qjf~ ~ (Normal wastage of no value)-~~ mtfRI' ~ ~ l 

-;;JI' fct;-~ ,m' ~ i1 ~ ~ mmft cfiT tWJA' 31~ ~~(Evaporation),~~. 
~ q ~ . ii <NA it q;tjt 3lT ";jfRl (Shortage of raw material due to handling and 
weighting), ~3TT cfi (Drying) cfi cfiR11T <NA it q;tjt 3lT ";jfRl ~ I ~ ~ ~ ~ ~ cfi1 'GR 
it q;tjt {Loss in weight) "TT ~ i1 ~: ~ ~ cliT ~ ~ ,m' m ~II 
~~ (Accounting Treatment)-6CRI mtfRI' ~ cil ~RIF'tld >ITTfi<lT ri cfi 

~1:Jl!J * 1lT3ll <-l"T ~ cfi "©'A it~~ t ~ cfi "©'A it~ 'UM ,m' ~ ~ t 
~ WctiT ~ ~ ,m' mm ti~= f.ra:;J ~ cf,1 ~ t-
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Nonna! Wastage Ne Dr. 
To Process Ne 

(ii)~l:ffffl~ 8;N (Nonna! Wastage of Value)-~~~~ moT f 
• ~ ~ f, ~ ~ "31 ~eff ~ t ;;it ~j'qjfqq; ~ ~ Rtrttrr <f,1 ~ cfi ~ ~ 
'iffia i', ~ ~ (scrap)cfi1T'!' ~ ift ~ sif@l f, ~ cfi1 ~ ~ ~~ ~ f1 

'mil~ (Accounting Treatment)-'3<ffl ~~qi) ~i.Glf""-ld ~ ~ cfi 
~ ~ *-qr,rr 'lfl ~ cfi ~ *~~f ~ 'R-ffl cf;~*~ cfil "Um~~ 
t ~~~~mt, 3@: ~ ~ cn1 ~ t-

Cash Ne Dr. 
To Nonna! Wastage Ne 

f!c:qfu1qf-(l) ~ * ~ ~ JW:J: 'Sffifffif cfi ~*~,;nm f1 
(2) ~ ~ <f'-f! ~ ~ * ~ ~ ~ o'IT ~ ~ cfi1 ~,u~;:,i-1 ~ cfi 

~ ~i.Glf""-ld ~ -ma cfi -qr,rr ~~~~(Nonna) output)~~ cfi ~ ~ 
~ ffiT@ (Nonna! cost)~ M f1 

Illustration 3. v;cfi ~ cfi1 ~ ~• q ~• ~an ID'U -qffio mm f, ~ 
~an*~ 'llR cfi1 5% IITT: cfilf -g) ,;nm f o'IT I 0% 3lffl ~ ~ f 1 '1( ~ cfi 3lffl 
~ 20 ~o 'SITTI' r-1 <f'-lT ~· ~ cfi 3lffl ~ 30 ~o 'SITTI' r-t J:111<1' mm t-

Process A Process B 
Material used 8,000 tonns I ,000 tonns 
Cost of Material per ton t' 30 , 50 

Wages "20,000 , 10,000 
Manufacturing Expenses " 15,000 , 5,000 

~ ·Tm~~ 'Sffifi"lfl <n1 ~ ~ o'IT 'SITTI' r-t ~ ~ ~. 

Solution. Proces~ A Account 

Particulars Tons " Particulars Tons " To Material 8,000 2,40,000 By Loss in Weight 400 -
@ , 30 per ton (5% on 8,000 tons) 

To Wages 20,000 By Sale of Scrap : 
' 

800 16,000 

To Manufacturing I I 15,000 10% on 8,000 tons 
fa.penses @20 per ton 

' 
By Transfer to 

Process B: 6,800 2,59,000 

Cost per ton , 38.09, 
i.e., t' 2,59,000 I I + 6,800 tons 

8.000 2 75 000 ' 8 000 2.75 000 

Process B Account 

Particulars Otv. Amount Particulars Otv. Amount 
Tons " Tons " To Transfer from 6,800 2,59,000 By Loss in Weight 390 -

Process B Ne (5% on 7,800 tons) 



To Material 1,000 50,000 By Sale of Scrap : 780 23,400 
@ , 50 per ton 10% on 7,800 tons 

To Wages 10,000 @30 per ton 

To Manufacturing 5,000 By Transfer to 6,630 3,00,600 
Expenses Finished Stock Ne 

Cost per ton , 45.34, 
i.e., , 3,00,600 

+ 6,630 tons 

7,800 3 24 000 7 800 3,24 000 

fttqvft-~ ~~~~~Loss in weight cf~ 'qJffi ~scrap~~ 
~ ti 3«1: f.r-:rr ~ ~ ~ cf,1 ~ ~ ~ ~ am m ~"§A*~~ @{ifl ~ am 
'Scrap' ctilfQfl ~. ffl ~ "§A -q, 'Qty.'~~ "§A -q IBm ~ fl 
ttl¥:U.:t4 ~cfft1117AT (Calculation of Normal Wastage) 

~ ~ -q ~~~~arr t Ffi ~~~~tam~~~ ov.n 
c41~fqqi ~ ~ * 3RR t m ~ 3RR <t>1 ~: miJR' ~ "qAT ~ ti 
~ lfiT ~ lJf ~ <(.c.lcfi (Opening and closing stock of material) 

~: ~ ~ t f<ti fct,tjt ~ ~ -q l@ ~ ~ ~ -;;n ~ t1~iafo1 qft ~ t 
~ ~klf.\4a ~ * fflo' ~ m i:rfffi am~~~~*~~ ti v:m ~ -q· ~ "qAT 

~t f<ti~~ri-q $~iaf<tt ~*~ ~~ ~~<til~cfil'lt l111 "tlllFrl 
t ~ m 3l1R-ft ~ ri-q· tt~ittr<tt ~~~tam -;;n ~~~~mt~ cf,1 l@ ~ ~ 
JW<f ~ ~I v:m ~ -q ~ ~ ~ 311Jlc( ~- SIRfulq; cf 3fR1l{ lifcf;- ctiT 'i(-4i<4>1 ~ ~ ~ 
cftcti" l@ ~ cf,1 JI@~~ ffl7@ ~ 3lTtm: ~~~ti . 

~ Sl~~f q ~ ctiT ~ ~ cJiTT ~ ~ M ll5I' (formula) cfi1 ~ ~ 
~t-
~ ~ =- Sll<fl-ilqi ~ + TRJ ~ ~ ~ ~ - ~ cfi1 ~ - 3lRfll" 

Ulustration 4. ~ cfiroffl ~ ~' ~ cfi1 <fA ~atl' ~ ~ ~ ti 
~~ctil~1{0f ~ ~ ~ ~cfil ~ lR $~idRtt "ffilT tr~.~~ 
~ ~ ffiit t ~ ~ cf,1 JI@ l<filt 1-111@ ~ 'i('4ifcfitt "ffilT ti 

H'-iiflf&d ~ ~ ~ cf,1 1-111@ ov.n ~ cf,1 ~ ~ ~ JI@ lcfill 1-111@ 

~~~1-111@'§@~~-

~ 
A (t) B (t) C(t) 

~ ~ ~ (Raw Material Consumed) 48,000 

~ ~ (Direct Wages) 12,800 24,000 58,500 
~ ~ (Machine Expenses) 7,200 6,000 7,200 
qii<&l-11 3qf<oq .. (Works overhead) 4,000 4,500 4,800 

.:, .:, .:, 

~ ~ ~ 
~ ~ (Gross Production) 37,000 ? ? 

~ (Wastage) 1,000 1,500 500 

~ (Stock) 1 ~.2019 4,000 16,500 

~ (Stock)31 ~,2019 1,000 5,500 
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Solution. 

Particulars Units 

To Material 37,000 

To Direct Wages 

To Machine 
Expenses 

To Works Overhead 

37 000 

Particulars Units 

To Opening Stock 4,000 
@ i2 

To Transfer from 36,000 
Process A Ale 

To Direct Wages 

To Machine 
I 

Expenses 

To Works Overhead 

I 
40,000 

Particulars Units 

To Opening Stock 16,500 
@ i 3.00 

To Transfer from 37,500 
Process B Ale 

To Direct Wages 

To Machine 
Expenses 

T 0 Works Overhead 

54,000 

I 

I 

Process A Account Output: 36,000 Units 

i Particulars Units i 
48,000 By Normal Wastage 1,000 -

12,800 By Transfer to 

7,200 Process B: 
(Cost per unit t 2, 

4,000 i.e., 
i 72,000 + 36,000) 36,000 72 000 

72 000 37,000 72 000 

ProcessBAccount · Output: 37,500 Units 

i Particulars I Units i 

8,000 By Normal Wastage 1,500 -
(B.F.) 

72,000 By Closing Stock 1,000 2,000 
valued@ i 2 

24,000 By Transfer to 

Process C : 

6,000 (Cost per unit 

4,500 i 3.00, i.e., 

I t 1,12,500 +37,500) , 37,500 1,12,500 

1,14,500 40,000 I 1, 14,500 

Process C Account Output: 48,000 Units 

t Particulars Units i 

49,500 By Normal Wastage 500 
(B.F.) 

1,12,500 By Closing Stock 
valued@ i 3.00 5,500 16,500 

58,500 By Finished Stock 

7,200 Ale: (Cost per 
unit i 4.50, 

4,800 i.e., i 2,16,000 

' +48,000) 48,000 2,16,000 

2,32,500 'I 54,000 2,32,500 

~d«IIC:.'1 cfif~<qJTT~ S,fRiltiit~lf 
{When partial part of production is to be transferred to the next process) 

~ ~ ~ ~ i' fq;-m~ (product) efiT ffl ~ >fcfiT{ ~ m m-mt-(i)~ 
efiT 't'.fT1l ~~-qf.l'qfuy~ ~-;;j"f~ l (ii)~~ efiT "lrlm~* 'l'.ft~* 
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~ -;jff ~ ti 3<H){Ofl~, ~ ~ "q ~ fci'IWT &R'f ~ ~, ~ fci'lWT qil ~ 
~~~cfi~~-;jff~io~~~~cfi~-qtjt~-q~-;jff~t1 
~ m *· fcfim ~ cfi ~ q;y ~ 'lWT w@t ~ -q· ~wian:a FfllTT ~ o~ ~ 
m ~ * fcrsf,q tu~ -q- ~~,~~qi"{ m -;jffffi ti GRI' m lITR q;y ~ 
flklf-t1a ~ cfil "ffi1T<l "tf"{ fcfi<TT-;jffffi i a:rajq_ ~ 3f:rl@-q ~ ~-;jffffi t m ~-q 
"ffi1T<l '!TI olTc GT ~ t I 

Illustration 5. ~ ~ cfillf-TI ~ ~ -m-1 ~"llj•la ~3li &RT~ 2019 
~ -q ~ TI1l<A' ~ ~, ~ ~ -q ~ ~ ~ 1ffi cfiT 2% "cit -;jffffi i ~ 10% 
3lcWf ~ i -ill (I) cf (II) ~3li ~ I 00 ~o "SJ@ ~ ~ (III)~ ~ 20 ~o "SJ@ ~ ~ 
~q,{oft, 
~ ~3li ~ ~~f4.la ~ cfiT fcrc.RuT f.lt-1f<i'tf@a ~-

Process I 
w@t ~ qi) ~ 1flll (Passed to next process) 75% 
~ ~ cfi ~ BID (Stock kept for sale) 25% 

Process II Process III 
50% 
50% 100% 

~ ~ (Raw Material) 
f.:ri:!tul-qm:~ 
(Manufacturing wages) 

Process I Process II Process III 
~ Tons ~ Tons ~ Tons 

1,20,000 1,000 28,000 140 1,07,840 1,348 
20,500 18,520 15,000 

~~(General Expenses) 10,300 7,240 3,100 

~ ~ cfil ~ Z1 "ffi1T<l ~ ~ 1ffifi<TT ~~~I 
Solution. Process 'I' Account Output: 880 tons 

Particulars Tons ~ Particulars Tons ~ 

To Raw Material 1,000 I 1,20,000 By Normal Wastage : 11 

To Manufacturing 20,500 2% of 1,000 tons 20 -
I 

Wages By Sale of Scrap : 

mo I To General Expenses 10,300 10% of 1,000 tons 10,000 

I @ 100 per ton 

Ry Cost of 880 1,40,800 
Production c/d 

1,000 . 1,50,800 1,000 1,50,800 

To Cost of Product 880 1,40,800 By Transfer to I 

b/d: Warehouse: I 

' 

Cost per ton 25% of 880 tons 220 I 35,200 
, 160 i.e. @ ~ 160 per ton 

, 1,40,800 + 880 By Transfer to 660 1,05,600 
tons Process II Ale: 

75% of 880 tons 

1,40,800 I 

@ , 160 per ton I 

880 880 1 1,40,800 

http:e~rPf.ld


Process 'II' Account Output: 704 tons 

Particulan Tons f Particulars Tons t 
To Transfer from 660 1,05,600 By Nonna! Wastage : 16 -

Process I Ale 2% of 800 tons 

To Raw Materials 140 28,000 By Sale of Scrap : 

To Manufacturing 18,520 l 0% of 800 tons 80 8,000 
Expenses @ f 100 tons 

To General Expenses 7,240 By Cost of 704 1,51,360 
Production c/d 

800 1.59.360 800 l,S9,360 

To Cost of By Transfer to 
Production b/d : Warehouse : 

Cost per ton 704 1,51,360 50% of 704 tons 352 75,680 
1,51,360 + 704 @ f 215 per ton 

= 215 By Transfer to 
Process III Ale : 
50% of 704 tons 352 75,680 
@ f 215 per ton 

704 l 51 360 704 1.51.360 

Process III Account Output: 1,496 tons 

Particulan Tons f Particulan Tons f 
To Transfer from 352 75,680 By Nonnal Wastage : 

Process II Ale 2% of 1,700 tons 34 -
To Raw Materials 1,348 1,07,840 By Sale of Scrap : 

To Manufacturing 15,000 10% of 1,700 tons 
Wages @20 per ton 170 3,400 

To General Expenses 3,100 By Transfer to 1,496 1,98,220 
Finished Stock 
Ale (B.F.) 

l 700 2.01 620 l 700 2.01 620 

~ a~tc:('1 cnr~ 'ql1fn-~~~~'ql1f wtm" 1,1G6~1-q
·~lt 

'1lii ~ qjl ~ 'WT -w;m:-q' mm~~~ ,if@[ t m ~ ~ ~ q,l (-lk!f~a 
~"{g@,t}~-q'@mf(f~~tn~q@('frqq,l~"{g@,t}~~~ 

~ -q' 'To Profit & Loss Ale'~~ f1 ffi Gf,:fl "s;3TI ~ ~ ~ -q' ffiT@ "TR 

~~iaRa ~ ~ !1 
Illustration 6. <½>R&HI 3'.lf~ ~ cflf 2019 ~ ~ f1i.:ifliifoM ~ ~ <tt llf-

Process I Process II Process Ill 

~~qj1~$] f 2,00,000 

(Raw Material used 1,000 tons @ f 200) 
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~ cil' ~ (Wages and Expenses) f 72,500 40,800 10,710 

'tfR ~ <filfl (Weight lost) 5% 10% 20% 

~ (Scrap sold @ f 50 per ton) 50 tons 30 tons 51 tons 

fcrsfi"q ~-J:lfir r-1 (Selling Price per ton) f 350 500 800 

~ JffifilIT ~ ~ ~ cil' ~ 'SITTfi'lJT ~ 31Tm ,urr 3ll1ffi 'SITTfi'lJT ~ t!«i,~Ra ~ ;jfJffl 

t "dtJI "W'I qi)~~~ ti ~ Jffif;lIT ~ ~ ~ ~ ~ ~ t, Jffif;lIT "{g'@ ~ 
~I 

Solution. Process 'I' Account Output : 900 tons 

Particulars Tons ~ Particulars Tons ~ 

To Raw Material 1,000 2,00,000 By Loss in Weight 50 -
@ f 200 per ton 5% of 1,000 tons 

To Wages and 72,500 By Sale of Scrap 50 2,500 
Expenses @ f 50 per ton 

By Cost of 900 2,70,000 
Production c/d 

1,000 2.72.500 1,000 272,500 

To Cost of 900 2,70,000 By Sale of Product: 300 1,05,000 
Production b/d : 1/3 of 900 tons @ f 
Cost per ton 350 per ton 
f 300 i.e. By Transfer to 600 1,80,000 
2,70,000 + 900 Process II Ale: 

To Profit & Loss Ale 15,000 2/3 of900 tons 
Bal. Fig. being Profit f 300 per ton 

900 2 85 000 900 2.85.000 

Process 'II' Account Output: 510 tons 

Particulars Tons f Particulars Tons f 

To Transfer from 600 1,80,000 By Loss in weight 60 -
Process I Ale (10% of600 tons) 

To Wages and 40,800 By Sale of Scrap 30 1,500 
Expenses @ t 50perton 

By Cost of 510 2,19,300 
Production c/d 

600 2 20 800 600 2,20,800 

To Cost of 510 2,19,300 By Sale of Product 255 1,27,500 
Production b/d : c/d: 
Cost per ton 1/2 of 510 tons 
f 430 i.e. @ t 500 per ton' 
2,19,300 + 500 By Transfer to 255 1,09,650 

To Profit & Loss Ale 17,850 Process III Ale: 

I Bal. Fig. being Profit 1/2 of510 tons 
@ t 430 per ton 

510 2.37.150 510 2,37,150 



Process 'Ill' Account Output : 153 tons 

Particulars Tons ~ ~articulars Tons ~ 

To Transfer from 255 1,09,650 I By Loss in weight 51 -
Process II Ne (20% of255 tons) 

To Wages and 10,710 By Sale of Scrap 51 2,550 
Expenses @ ~ 50 per ton 

By Cost of 153 1,17,810 
Production c/d 

255 I 20,360 255 1,20,360 

To Cost of 153 1,17,810 By Sale of Product 153 1,22,400 
Production bid @ ~ 800 per ton 

To Profit & Loss Ne 4,590 
(Profit) I 

153 I 22 400 153 l 22 400 

~~l&tl--lf ~ (Abnormal Wastage) I 
3N (Meaning)-~~ mqpij ~ q;- 3l@Rc@ mm t1 ~ ~ *• ~ ~ ~ 

mm t ~ clmff<-i<ti ~ (Actual Production) mqpij ~ (Normal Production)~ cfilf 

mm t1 ~ ~ fa:ffi qffiUTI ~ ~ cf,1 ctlq{cfl~, ~ cf,1 ~ ' ~ mirnt, lffi'T * 3WI 
B1T ~ 1.fT ~ m ~ 1.fT -m ~~~mm t, ~ ~ cfi1 ~ ~ ~ ~ ~ ~ 
~~ti 

~fllqi=Q ~cfif~ (Effect of Abnormal Wastage)-~ ~ q;- cf;T{Ul ~ 
~q,1 .ffilm ~ Jflll'q~~ ~ 3Bi?.11 ~ ctr JITTf ~ ~ 3l1161~4<ti ~ ~ ~ 
~ ~ JITTf ~ ~ ~ 3lf°''l<fi f.rmfuf ~ "'11J:TI ~ ~ ~ ~ * ~ ~ 
~q;-cfiR17T~~i:JTQ:ft1~~~cfil~~cfir-rr~~~*~qfffi 
~ 'SITTfi1.fT ~ Ti. {1fMif<."ld, ffl ~ ~ "ctN-~ ~ * ~ cfiBT ~ mm tr 3TTI': 
~ ~ cf,1 ~ ~ ~ ~ ~ ~ 'Abnormal Wastage Account'* ~ cfi"{ 

~ -ilTffi t, 
. ~Hii'w'Q 8;Tll" qi"t ?ta,., (Valuation of Abno!:111al Wastage)- a:m,,:u::ii ~ cfiT 
~ ~ ~ cfiT B~1 ffl q;-~ 31A cfTffi ~ ~ ~ ~ ~I 3TTI': ~ 
'i(..lli<ti1 ~ ~ ~ w~ cfiT m oR:ro ~ t-

(i) ~ ~ ~ q,"t-qr,n ~ q,1 ~ t, ~. ~ ~ ~ 11<11 t "3"m 3l"cfiR 

'SITTfi1.fT ~ * ~ ~ t, 
(ii)~ -iw@ ~ f<fi cfi1"{ 3iBll-ll..ll ~ ~ i, B'4f.>tjd ~ cf,1 JITTf ~ ~ ~ 

(~ ~cfil ~*~~) ~q,l~t, 
(iii)~ fcri'~ ~ 11URT q,1 ~ JITTf ~ ~ ~ ~ ~ ~ ~ cfi1 ~ fcfi1.fT 

-ilTffi t sill~~~ mm t, ~ ~ *-
valuation of Abnormal Wastage 

Normal Cost of Production Qty fAb 1 W ---------- x . o nonna astage 
Nonna! Production of the process 

Normal Cost of Production = Total Cost - Sale of Scrap 

Normal Output= Total Qty. introduced - Qty. of Normal Wastage 

Qty. of Abnormal Wastage= Normal Output -Actual Production 
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-,1+11q1=4 ~1fil'~ (Accounting Treatment of Abnormal Wastage)--~ q,"t 
~ q'R'ft ~ q,l 'Sl'@~ ffi1@ ll. sii+il'll..£1 ~ ~ qif{lTI ~ cfil ~ ~ ~ arnTtiA &Fl q,"t 

~qi) 'i(..£1icfi1 ~ ~ 31tidt ~<tft ~ lt ~~tam arnTtiA &Fl q,1 ~ 
"cfiT ~ ~ ~ m .31~1q1.:q ~ ll@T ~ ~ ~ t <fYTT ~ &Fl <tft ~ WlT um 
~Lijf-Eld ~ l§@ -q: ~ '<tft ~ f, arcf: f.i1:t ~ <tft ~-

Abnormal Wastage Ne Dr. 
To Process Ne 

"llR &Fl "cfiT tfilJ ~ ~ 11t ll m 3fe,q,.:q ~ <tft ~ ~ ~ ~ ~ "ITT q'R'ft 
m~~~~<f,'t~-

Cash Ne Dr. 
To Abnormal Wastage Ne 

~ <'I) ~j\jjfqqi t fcti .31+ii'll.:q ~ ll +ILilf~d ~ q,1 ffi1@' ~ ~ ~ ~ 
~ M, arcr: 3RR <tft ~ m ~I ~ 3RR <tft um cfil ~ qtf ~ ~ -q" 
ffl'l"-ffi ri ~ 3RlfuJ qi{ ~ ~. ~ ~ f.ri;i-~ q,1 ~-

Profit & Loss Ne Dr. 
To Abnormal Wastage Ne 

Illustradon 7. ~ ~ -q: 14,000 "o <tft ~ ffi1RI' ~ 800 ~GAR~~ 
f.rffi@ q,1 lJlj ~ ~-q" ~ .31@R~ ~ 7,200 "o ~I f.rffi@ ~ "cfiT 10% ~ ~ 
~~ ~l)~t~~lilTii~ 15"o 'Sl'@~"tl 3H-Ml-4 <6R"OTI'~~ 
630 ~ clil 1\ ~~~~ti 31+11'11..£1 ~ cfil ~ ffl s,'Q: 3fJtr ~ Wffi 
~ ~ ~ ? ~ ~ ll@J ,ft ~I 

Solution. Process Account 

Particulars Units ~ Particulars 
' 

Units 

To Material 800 I 14,000 By Normal Wastage: 80 

To Additional 7,200 I 0% of 800 sold 
Expenses ' @ f 15 .. By Normal cost of 720 

Production c/d 

800 21.200 800 

To Normal Cost of 720 20,000 By Abnormal 90 
Production b/d Wastage Ne I 

By Transfer to 630 
Finished Stock Ne 

720 20.000 720 

Calculadon ofvalue of Abnormal Wutage : 

(i) Qty. of Abnormal wastage = Nomµl} Production - Actual Production 

= 720 - 630 = 90 Units 

~ 

1,200 . 

20,000 

21,200 

2,500 

17,500 

20,000 

Nonml Cost 
(ii)ValueofAbnormalWastage --- ---xQty. ofAbnonml Wastage 

Nonml Production 

= f 20,000 X 90= f 2 500 
720 ' 
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· Abnormal Wastage Account 

Particulars Units ~ Particulars Units ~ 

To Process Ale 90 2,500 By Cash Ale@ ~ 15 90 · 1,350 
per unit (sale) 

By Profit & Loss Ale 1,150 
(B.F.) 

90 2.500 I 90 2 500 

Illustration 8. ~ ~ ~ ~,m' 'A' cf 'B' ~ '!fil«IT ti ~ 18m f.r'4 
>r<m: ~-

JITTfilll 'A' ~~~cfil 5% 

JITTfill1 'B' ~ ~ ~ cfi1 I 0% 
JITTfilll 'A'~ ~~cfil~ 30~o ~ IOO~cfJITTfilll 'B'~ IO~o ~ 100 

~?.fll 

3B:r ~ f.rs::, >r<m: ?.{l-

Process A Process B 
( ~) ( ~) 

~ • qft ~ (Material consumed) 3,000 1,500 
(Wages) 3,500 2,000 
~~(Manufacturing Expenses) 1,000 1,000 

JITTfill1 'A' ~ 5,000 ~ 2,500 ~o qft ffiTfo 11'\ ~ llf 1 ~ JITTfilll;ffl ~ ~ f.rs::, 
>r<m: ?.{l-

JITTfilll 'A' 4,700~~~ 'B' 4,150~ 

~ ffiT@ cf lmf ~ ffiT@ ~ ~ JITTfill1 ri ~I 

Solution. Process 'A' Account 

Particulars Units ~ Particulars 

To Units Introduced 5,000 2,500 By Normal Wastage: 

I To Material 3,000 5% of5,000tons 
ConsumeJ @ ~ 30 per 100 

To Wages I• 3,500 units 

To Manufacturing 1,000 By Normal Cost of 
Expenses Production c/d 

5,000 10,000 

To Normal Cost of 4,750 9,925 IBy Abnonnal 
Production b/d Wastage 

By Process B 

4,750 9,925 

Note: 1. Calculation of Value of Abnormal Wastage: 

Units 

250 I 
4,750 

5,000 

50 

4,700 

4,750 

(i) Qty. of Abnonnal Wastage = Nonnal Production -Actual Production 

= 4,750 units - 4,700 W1its = 50 units 

~ 

75 

9,925 

10,000 

1041 

9,821 

9,925 



( . ') V I f b Normal Cost 11 a ue o A nonnal Wastage=----- x Abnormal Wastage 
Normal Output 

Particulars Units 
To Process 'A' Ale 4,700 

To Material 
Consumed 

To Wages 

To Manufacturing I 

Expenses 

4 700 

To Normal Cost of 4,230 
production b/d 

I 
4.230 

= 9•
925 

X 50= { 104 
4,750 

Process 'B' Account 

t Particulan 
9,821 By Normal Wastage 

I 
1,500 (4,700 X 10/100) 

2,000 By Normal cost of 
1,000 Production c/d 

14.321 

14,274 By Abnormal 
Wastage 

By Finished Stock 
Ale 

)4 274 

Note: 1. Calculation or Value or Abnormal Wastages: 

Units 
470 

4,230 

4.700 

80 

4,150 

4.230 

(i) Qty. of Abnormal Wastage = Normal production -Actual production. 

= 4,230 units - 4,150 units = 80 units 
. Normal Cost 

(h) Value of Abnormal Wastage= - ---- x Abnormal Wastage 
Normal Output 

= !4.274 
X 80= ~ 270 

4,230 

{ 

47 

14,274 

14,321 

270 1 

14,004 

14 274 

f.pffqa cfft' ~ $cfil$tlf 4ft' lR§!1T ~ ~ (fo Find out inputs introduced) 
~ om 'SITT' -qcf.Jiffi«rqft ~ ~qft ~~tt i@t -t, ~ wqfu-qc~ f.riffi«r 

q,l~ ~ q,l lra[l'T ~ q,l ~ t, 
a«1g<u1 (Example)-~ 'SITTRI -q' ~-q' f.ltffire qft ~ ~ qft ~ ~ ~ 

~ ~ ~ ~ I, 'SlfiRI II~ 'SlfiRI III -q' WTTf ~~<lit 'sfi'lm: 10%, 5% ~ 8% t1 
f.n'ira ~ 3,933 ~ <lit t,, Q 'SITTRI -q' qi)-~ 3l~ltli.:q mA 'tfT 3l~ltll.:q ~ ~ ~I 

~ (Solution)-
Let the units introduced 
Less : Wastage I 00/4 (Process I) 
Output in Process 
Less: Wastage 5% (Process II) 
Output of process II 

Less : Wastage 8% (Process III) 

Output of Process In (Finished stock) 

100.00 
10.00 
90.00 

4.50 
85.50 

6.84 
78.66 
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If finished stock is 78.66 units then input is 100 units. 

When finished stock is 3,933 units then input introduced= 
3
•
933 

x I 00 . n~ 
= 5,000 units. 

IJlustration 9. ~ ~ <fil ~ 2,500 ~ 131TI 200 ~ <fil ~ ~ 
131T' ~ ~ 10% ~ cfil ~' ~ ~ f.1yfftf&a ~-
~ 5 <io JITTf ~. Wl 4,000<io , aqR&lll 3,350<io , ~<fit filsfft 2.50<io JITTf ~I 

~. ~ ~ ~ ~ mf.r Will~ ~I 

Solution. Process X Account 

Particulars Units ~ Particulars 

To Material 3,000 1
' 15,000 !By Normal Loss: 

@ ~ 5 per unit 3,000 X )0/100 

To Labour 4,000 @ 2.50 per unit) 

To Overheads 3,350
1 

By Normal Cost of 
Production c/d 

I 
3,000 22 350 

To Normal Cost of 2,700 21,600 By Abnormal Loss 
Production b/d 

I 
Ale 

By Cost of 
Production 

2,700 21,600 

Abnormal Loss Account 

Particulars Units ~ Particulars 

To Process X Ale 200 1,600 By Cash Ale: 
Sale@ ~ 2.50 
per unit 

1' By Profit & Loss Ale 

200 1,600 

Notes : 1. Calculation of units introduced : 
Let the units introduced 
Less : Normal wastage ( I 0%) 

Normal Production 

I 

If normal production 90 units, then units introduced, I 00 units 

Units 

300 

2,700 

3,000 

200 

2,500 

2 700 

Units 

200 

200 

~ 

750 

21,600 

22 350 

1,6002 

20,000 

21,600 

~ 

500 

I 100 

1,600 

100 

10 

...2Q 

If normal production is 2500 + 200 = 2,700, then units introduced= 2,700 x IOO = 
90 

3,000 units 

2. Calculation of value ofabnormal loss: 
Normal Cost . 

Abnormal Loss = ----- x Umts of abnormal wastage 
Normal Output 

= ~ 21
•
600 

X 200= ~ 1 600 
2,70Q ' 



~ffll@'~/125 
.....-3l-ft_l_Ji_l.-Q-~--~-('ff\l--(-A-bn_o_r_m_a_l G-ai-n-s)~! 

an:f (Meaning)-cfi"ITI-cfi"ITI fctlm ~ ll ~ c6 @cffo1'{of w:TTm <TT ~ 
3l""'lcfi&f~'""=ct, ~an cfi cf>R11T ~ ql«lfclcfi ~ ~ ~ ~ ~~ m "ITffi t ~ ~ 
cfi ~ ~ ~ ~ 31:1141f.la ~ ~ qil ¥AT il q,«iyq.,., ~ "cfil1 mm t, ~ 3RR ~ 
WMl..ll ~ <TT ~ ~ 'ti ~ ~ ,ft Jll<lif~cfi cf~ ~ mm t; ~ ~ ,ft 
3lBl414l ~ qil ,:n@~ qi1 ffllm ~ ~ ~~m ~~I~ ~ofi@~ ~ 
~ ~\ c11«ifc1cfi ~ cfi ~ ~ ~ ffil@ lg@}'~ M "ITffi t m ffil@ "cfil1 m ~ 3lR 
~~~~~f.fmfuf~RR>lqil"ffi~ofi@cfi~~olfcm'l<l'cffi:rn~ 
~. f;Hm ~ ~ ~~~I 

l{("C4icfM (Valuation)-3lBl414l .r,:ra c6 'l~i4>1 ~ 1l<f ~~&TD ~ ~cfil 
~ qil l'J1l'AT qi1 ~ t, 

cfl«lfclcfi ~ "1'iT ~ ~ ~ ~ (Excess of Actual Output over Normal 
Output)~ ~ ofi@ qi1 ~ "1'iT '{('-qicfi1 3llll414l ~ cfil ~ cfil ~ m ~ M 
"ITffl t I .mf: 

Value of Abnormal Gain= Normal Cost x Units of Abnormal Gain 
Normal Output 

~ (Accounting Treatment)-~ WfiR ~ ~ ~ cfi BOO "cfi"r-rr ~ t, 
om WfiR ~ ~ q'i@ "1'iT BOO "cfi"r-rr ,ft ~ t ~ ~ ofi@ "1'iT BOO 'To 
Abnormal Effectives' ~ ~ ri cfil ~ W -q M "ITffi ti 

Illustration 10. ~ ~ "1'iT ~ ~ ~an ~ 3lR oft ~ ~ "ITffi t 3lR 'd'Gf 
f.lfi:@ ~ m "ITffi t, ~ ~ 't ~ ~ ~ ~-Bl414ldl ~ 'l'.fR "1'iT 5% ~ m "ITffi t 3lR 
IO¾~mmt-m~~.ft~il~: 80QO 3lR 100Qo1l'@z;f~~t,~ 
~a:R ~ Bklf.>Ela ~ ~ WfiR i-

'BT4m (Materials) 
'BT4m qi1 ffilrn (Cost of Material) 
~~(Other Expenses) 
~ (Output) 

Process A 
2,000 tons 

~ 100 per ton 
~ 37,000 

1,650 tons 
ffl<l1 ri ~ ~ 3lR ~ ~ fcrnITT ~ ~I 

Solution. Process 'A' Account 

Particulars Tons I ~ Particulars Tons 
To Material 2,000 2,00,000 By Normal Wastage 100 

@ ~ 100 per ton {2,000 X 5/100) 

To Other Expenses 37,000 By Sale of Scrap : 200 
2,000 X 10/100 
@~ 80 per ton 

By Normal Cost of 1,700 
Production c/d 

2 000 2.37.000 2 000 

To Normal Cost of 1,700 2,21,000 By Abnormal 50 
Production bid Wastage 

By Transfer to 1,650 
Process B 

1 700 2,21,000 1 700 

Process B 
150 tons 

200 per ton 
3,000 

1,600 ton~ 

~ 

-

16,000 

2,21,000 

2 37_000 
6.500 1 

2,14,500 

2 21-000 
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Note : 1. Valuation of Abnormal Wastage : 

(i) Units in Abnonnal Wastage = Normal Output - Actual Output 

= 1,700 units - 1,650 units = 50 units 

(ii) Value of Abnormal Wastage= Normal Co5t x Uniu: in Abnormal Wastage 
Normal Output 

= f 2,2l,()_OO X 50= f 6 500 
1,700 ' 

Process 'B' Account 

Particulan Tons f Particulan Tons f 

To Transfer from 1,650 2,14,500 By Normal Wastage 90 -
Process A (1,800 X 5/100) 

To Materials 150 30,000 By Sale of Scrap : 
@ f 200 per ton 1,800 X 10/100 

To Other Expenses 3,000 @ f 100 per ton 180 18,000 

By Normal Cost of 1,530 2,29,500 
Production c/d 

I 800 2,47,500 1,800 2,47 500 

To Normal Cost of 1,530 2,29,~00 By Finished Stock 1,600 2,40,000 
Production b/d Ale 

ToAbnonnal 70 10,5001 

Effectives 
(Bal. Fig.) 

I 1,600 2.40,000 I 1,600 2,40,000 

Note: 1. Valuation of Abnormal Effectives: 

Units in Abnormal Effectives = Actual Output - Normal Output 

= 1,600 units - 1,530 units = 70 units 

Value of Abnonnal Effectives= Normal Co8t x Units in Abnormal Effective 
Normal Output 

= t 2,
29

•500 x 70= t 10 500 
1,530 ' 

Illustration 11. ~ ctillffi qil ~ ~ fcri,:r;:;f ~3ll' ~ Hi:fi<'li:fi< 1l1'Rfl c!,1 Jil1<f 

~i1~~t-A,BcfmC1fqiffl~~~~~lflllt%~~-q8Jq 

~Jfq,R~t-
~ 'A'2%,~ 'B' 5%,~ 'c' 10%1~~-q 8Jqcf>l>!Rmo~-qm 

cfi\ m ~ cf>l mi~ cf>l sij"fffi ti 

~ ~ cfiJ 8Jq ~~~~tr~ 'A' om 'B' qil 8Jq 5 ~o Jira 100 

~cf>lG<~<f~~ 'c' qil 20~o Jira lOO~cfilG<~~-;;imrt1 

~ ~ qil ~~~qi)~~~~ tom f.rtijij ~ 'c' 
"Sffifi<U ~ ~ -q ~ silTffi i1 



JITTfi<:IT 'A ' JITTfi<:IT 'B' JITTfi<:IT 'C' 

~ ~ ~ 

mirtit ~ (Material Consumed) 6,000 4,000 2,000 
~ ~ (Direct Labour) 8,000 6,000 3,000 
f.ri:rrut ~ (Manufacturing Expenses) 1,000 1,000 1,500 

10,000 ~o ~ ffil'@ ~ 20,000 ~ 'A' ctt f.J$:@ ctt ~ i1 ~ JITTfi<:IT ~ ~ 
Rt;JJ!cfiRi-

JITTfi<:IT 'A' 19,500, JITTfi<:IT 'B' 1 s,soo, JITTfi<:IT 'c' 16,000 1 fcf;-m 1ft JITTfi<:IT -q ~ ~ 
<fiTlf ~ fl ~ l§@T lRT3TI n~ 1fORf ~ ffl -q ~~~I 

Solution. Process 'A' Account 

Particulars Units ~ Particulars Units ~ 

To Input introduced 20,000 10,000 By Normal Wastage: 

To Material 6,000 20,000 X 2/100@ 400 20 
consumed ~ 5 per l 00 units 

To Direct Labour 8,000 By Normal Cost of 19,600 24,980 
Production c/d 

,To Manufacturing 1,000 
Expenses 

20 0001 25,000 20 000 25 000 

To Normal, Cost of 19,600 24,980 By Abnormal 100 127' 
Production b/d Wastages 

By Transfer to 19,500 24,853 
Process 'B' Ale 

19,600 24,980 19 600 24980 

Note: 1. Valuation of Abnormal 

(i) Units of Abnormal Wastages = Normal Output - Actual Output 

= 19,600 units - l 9,500 units= 100 units 

(ii) Value of Abnormal Wastages= Normal Cosl x Units of Abnormal Wastage 
Normal Output 

j Particulars ' 
Units 

To Transfer from 19,500 
Process 'A' Ale I 

I 

To Material 
Consumed 

To Direct Labour 

= ~ 24•980 
X 100= ~ 127 

19,600 

Process 'B' Account 

~ Particulars 

24,853 By Normal Wastage: 
19,500 X 5/100 

4,000 @ 5 per l 00 units 

6,000 By Normal Cost of 
Production c/d 

Units ~ 

975 49 

18,525 35,804 



I 

To Manufacturing 1,000 
Expenses 

19.500 35 853 19 500 l 35,853 

To Normal Cost of 18,525 35,804 By Transfer to 18,800 36,336 
Production bid Process 'C' Ale 

To Abnormal 275 5321 

Effectiveness Ale 

18,800 36 336 18,800 36 336 

Note: 1. Valuation of Abnormal Effectives: 
(i) Units of Abnormal Effectives = Actual Output - Normal Output 

= 18,800 units - 18,525 units= 275 units (excess) 

(ii) Value of Abnormal Effectives 

Particulan Units 

To Transfer from 18,800 
Process 'C' Ale 

To Material 
Consumed I 

To Direct Labour 

To Manufacturing 
Expenses 

18,800 

To Normal Cost of 
I 

16,920 
Production b/d 

16,920 

Normal Cost . = ----- x Qty. of Abnormal Effectiveness 
Normal Output 

= ~ 35,S04 X 275 = ~ 532 
18,525 

Process 'C' Account 

f Particulan 

36,336 By Normal Wastage : 
18,8()() X 10/100 

2,000 @ f 20per 100 
units 

3,000 By Normal Cost of 
Production c/d 

1,500 

42,836 

42,460 By Abno'rmal 
Wastage Ale 

By Finished Stock 
Ale 

42,460 , 

Units f 

1,880 376 

16,920 42,460 

18,800 42,836 

920 2,309 

16,000 40,151 

16,920 42,460 

Notes : I. Valuation of Abnormal W ashlge : 

(i) Units of Abnormal Wastage = Normal Output- Actual Output 

= 16,920 units - 16,000 units = 920 units 

(ii) Value of Abnormal Wastage= Normal Cost x Units of Abnormal Wastage 
Normal Output 

= f 4
2,

460 
X 920= ~ 2 309 

16,920 ' 
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~H,fiq 1--Q ~ lsf@T iAAT (Preparation of Abnormal Effectives Account) 

~ of'qo "©'@l f.ii:;:r Slfq~4j ~ cf;~~~~ -ffl ~ ~-

1. ~~jqj=Q ~~~~~t 
Process A/ c Dr. 

To Abnonnal Gain Ale 

2. ~~cfil'ffl tJITl<'I'~~ ~t 
Abnonnal Gain Ale Dr. 

To Nonna! Wastage Ale 

3.;,f~M=a mri~lWllil'~mt 
Abnormal Gain Ale Dr. 

To Profit & Loss Ale 

'3cRI Slfq~qf cfil 3Hll'll-<I ~ ri # ~ cfi"01R Rt;:{~~ imt
Abnormal Gain Account 

-

Particulars Units f Particulars 

To Normal Wastage Ale By Process Ale 

(units of abnormal gain) ! 

To Profit & Loss Ale 

I (BaL fig.) 

I 

'fljqj--Q ~'fflfflliAT-TI' (Preparation of Normal Wastage Account) 

Normal Wastages Account 

Particulars Units f I Particulars 
To Process Ale : By Cash Ale 

Tr. from each process (Actual Sales) 

concerned I By Abnormal Gain Ale 
Nonnal Sales 

Units 

Units 

f 

f 

Illustration 12. ~ fcfff:f # '3" fcfff:f ~ 900 ~ 1,49,460 ~o cfft ffilIB 1R ~(k1ii1Ri't 

~I~# 29,250~0 ~ olF-J ~I~~~ lfln fit;-~ fcff'l # ~ q;;ff cfiT 5% 

~ m -;;rfol f o'U ~ 8:1lJ 10% f ~ 200 ~o Jlffi c-f cfft ~ m"ffi t, ~ cfft ~ tfiT 

~ 780 ~ 131ll ~ fcd'-f cfiT ffli1l o'U ~ ffi ~ of'qo "©'@l ~ ~I 

Solution. Process 'B' Account 

Particulars Tons f Particulars Tons f 

To Transfer from 900 1,49,400 By Nonnal Loss 45 -
Process 'A' Ale (900 X 5/100) 

To Additional i 29,250 By Sale of Scrap 
Expenses I ( 100/o of 900 

@ f 200 per ton) 90 18,000 



By Normal Cost of 
Production c/d 

900 l 78 650 

To Normal Cost of 765 l,60,650 By Finished Stock 
Production b/d 

To Abnormal Gain 15 3,150 
Ale 

780 l.63.800 

Note: 1. Valuation of Abnormal Gain: 
(i) Qty. of Abnormal Gain = Normal Output - Actual Output 

= 780 units- 765 units= 15 units 

765 

900 

780 

780 

(ii) Value of Abnormal Gain= Normal Co5t x Qty. of Abnormal Gain 
Normal Output 

= f 1
•
60

•
650 

X 15 = f 3 150. 
765 ' 

Abnormal Gain Account 

Particulars Units f Particulars Units 
To Transfer from 15 3,000 By Process B Ale 15 

Nonnal Wastage 
Ale@~ 200 

To Profit & Loss Ale 150 

I 15 , 3,150 15 

Illustration 13. ~ ~ ~ A'-1f~f&tt ~ t-

1,60,650 

1.78.650 

1,63,800 

l 63 800 

f 
3,150 

3 150 

(i) 'Sf'fll ~ ~ 31Rfq ~ cfil "ffil@ "t!l tH<ildiRd ~ 4,000 cf "ffil@ ~ 9,000 

(ii) 31Rfq ~~~~qi) t:~idRd ~ 3,240 

(iii)~ ~ ~ 2,000 

(iv)~ W100 WIT1T cfi1 t 3,000 

(v) cfiil&i11 aqflo<l4 ~ ~ ~ mi:im q;y 400% ti · 
(vi)~ l'1R ~ ~ q;y 20% ti 
(vii)~~Jlftr~ ~st, 
31Jq~~-

( 31) 31Rfq ~ '&Tdl, (af) ~ ~ '&Td1, no 3HMl..zj ffi"f '&@Tl 

Solution. Last Process Account Output: 3,240 units 

Particulars Units ~ Particulars Units ~ 

To First Process Ale 4,000 9,000 By Normal Wastage Ale 800 4,000 

To Direct Material 3,000 4,000 X 20/100 

To Direct Wages 2,000 By Normal Cost of 3,200 22,000 
Production c/d 

To Factory Overheads )2,000 I 



400% of Materials 
i.e. 3,000 X 400/100 

4,QOO 26,000 4,000 26,000 

To Balance b/d 3,~00 22,000 By Finished Stock Ne 3,240 22,275 

To Abnonnal Effectives 40 275 
Ne 
22,000 +3,200 X 40 

3,240 22,275 3,240 22,275 

Normal Wastage Account 

Particulan 
: 

Units f I Particulars Units ~ 

To Last Process Ne (Tr.) 800 4,000 By Cash Ne: 760 3,800 
Sale of760 units 
@ ~ 5 per unit 

By Abnonnal Effectives 40 200 
Ne (Tr.) 

800 4,000 800 4,000 

Abnormal Effectives Account 

Particulars Units f Particulars Units ~ 

To Normal Wastage Ne 401 200 By Last Process Ne 40 275 

To Profit & Loss Ne 75 

40 275 40 275 

S1fai~1-qf.tffln~cfft$c:fil$(41. cnl"lifq,' 
i;f'if fct;m ~ ~ ~ ~ ~ Wlffi. ~ cfi1 t\@-k!Rd ~ ~ ~ m -;;n 

~ ffl ifq ~t. cft\"~ q'ff qi( 3!Rfq' ~mt~ 3JT@ q'ff ~ ~ j,jl{fi:'1cfi WCfi m, 
~ -Rtct> qi'( ll~icfi1 ~k4~a ~ -q= f.wra ~ qft ~ ~ ~ 3lTm{ "lJl m ~ ~ t, 
~ ~ 3JT@ q'ff ~ ~ Sll<~cfi ~qi"[~ m \ifl fcti ~1'111../.ldl ~ ~ t1 WTffi ~ 
'q' l\{<11-k!Rd qft 1lt ~ qft m§m WU~ ffl ffl ~ ~ ~ ~ Gf1A <fi' ~-~ 
~ ~ ~ (Process Stock Account) ,:ft~~ ti 

Illustration 14. 'tl:cfi' f.r'1'fuft ~ qft ~ ~ 31'lR<f, 2019 "11t\" ~ ~ 'tl:cfi' ~ 
~ H'-lf~f&d ~ ~ t-;;n 'A' WU 'B' ~ ~ari ~ f.rtifd' Mt-

Process 'A' Process 'B' 

Materials used ( ~) 16,000 6,000 

Direct labour ( f) 24,000 16,000 

Works expenses ( f) 3,344 2,780 

Input@ f 8 per unit (Units) 4,000 

Output (Units) 3,900 3,850 

Stock: Opening (Units) 400 600 

Closing (Units) 300 800 

Valuation of Opening Stock per unit ( ~) 19 26 



132 / ~ fl-1¥HqUi ~ f.t4.;iu1 

Normal Wastage on input 2% 5% 

ScrapValueofWastageperunit(~) l 4 

~ ~ <fiT 'i(--llicfi1 ~ ~ ~ ~ "cfiBT. tt ~ ~ ~ ~ ~ ~I 

Solution. · Process 'A' Account Output : 3,900 units 

Particulars Units ~ Particulars Units ~ 

To Input introduced 4,000 32,000 By Normal Wastage 
@ 8 per unit Ale : 

To Materials 16,000 4,000 X 2/100 80 80 
To Direct Labour 24,000 @ Re. l per unit 

To Works Expenses 3,344 By Normal Cost of 3,920 75,264 
Production c/d 

4,000 75,344 4,000 75,344 

To Normal Cost of 3,920 75,264 By Abnormal 20 384 
Production b/d Wastage Ale: 

75,264 + 3,920 X 20 

By Transfer to 3,900 74,880 
Process 'A' 
Stock Ale 

I 

Cost per unit 
= 74,880 + 3,900 

' = ~ 19.20. 

I 3,920 75,264 3,920 75,264 

Process 'A' Stock Account 

Particulars Units t I 
Particulars 

I 
Units t 

To Balance b/d , By Tr. to Process 'B' 4,000 76,720 
(Opening of Stock) Ale (Bal. fig.) 

@ t 19 400 7,600 By Balance c/d 
pe. unit (Closing Stock): I 

To Process 'A' Ale 3,900 74,880 @ t 19.20 per unit 300 5,760 

4,300 82,4801 4,300 1 82,480 

Process '8' Account Output : 3,850 units 

Particulars Units t Particulars Units t 

1
To Tr. from Process 4,000 76,720 By Normal Wastage: 

'A' Stock Ale 4,000 x 5/l 00 

To Materials 6,000 @ t 4 per unit 200 800 

To Direct Labour 16,000 By Normal Cost of 3,800 1,00,700 

To Works Expenses 2,780 Production c/d 

4,000 l,01,500 4,000 1,01,500 
' 
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To Nonna! Cost of 3,800 1,00,700 By Transfer to 
Production bid Process 'B' Stock Ale 

I 

To Abnormal Gain 50 1,325 , (@ ~ 26.50 per unit) 3,850 1,02,025 
Ale: 1,00,700 

+ 3,800 X 50 

3,850 l 02 025 1 3,850 1.02.025 

Process 'B' Stock Account 

Particulars Units ~ Particulars Units ~ 

To Balance b/d By Finished Stock 3,650 96,425 
(Opening of Stock) 

' 
Ale (Bal. figure) 

· @ ~ 26 per unit 600 15,600 By Balance c/d 800 21,200 

To Transfer from 3,850 1,02,025 (Closing Stock) : 
Process 'B' Ale @ ~ 26.50 per unit 

4.450 I 17 625 4.450 1,17,625 

I ~ "3'ffl1T cfi S11fAii-4 I ~ (Process Accounts of Oil Industry) I 
~<ttfim (~).~.-~m-f~~~~~~q@ 

~-q~; m:l~1I_Ucf>1,;mfli-(l)m-f~(crushing),(2)~q,\'fl (refining) 
cftff (3) f.rsfi1 ~ ~ q,\'11 (finishing)~~ ~ ~ m -q iR q,\'flf m-f f-iR:J ffl ~ 
Rqi@l -;;r@f i, ~ ~ ~ ~ ~ ri -q ~ ~ ";j\'fffi t, ~ ~ ~ (Bags or 
Sacks) cf>l ~ cf>l "Um oefl ri (Oil cake) al~ ~ ffl (Residue) cf>l f.rsfi1 cf>l "Um ,ft 
~ ~ ~ wia -q ~ ctt ,;mft t, ~ ~ ~ ~ ,w: -q <filfi ~ t m 1ft ~ ~ 
-;;r@f t ~ ~ ~ ~~ ~ ~ q@ ~ ,-q"ffi§T~-;;r@f t~~ ~ m 
~ ,;mit1 ~ ~ ~-q cfiTf ~ ~ ~ t 'ffi ~ ~klf-€1a ~ ~-q mc ffl 
t1 ¥J (drums)~~ (casks or barrels) al~ m (Tin containers)~ m-f 'lffi -;;r@f i, 
cf,l~cf,13l'Rft:r~ri-q~~-;;r@ft1~1%m~~~cfi131lroit~ 
-q 1i°Rf: ~ ~ ~ 'll1T ~ ~-;;r@f t m ~ mc ffl t, ~ ~ ctt ~ m ~ ctt -um 
~~ri-q~q;"{Gl-ifRTit~~<tt-um~~~qi-q~~l"iflG"q',~ 
~ ctt -um cfi1 ~-m wm -q ~ qi"{ ~ -;;r@f t, ~ ~ oqm' cfi1 f%m of.:@ 

3l'lt1R "tR ~~~an -q o-l'cfil 'll1T ~ qi"@ t, ~. 'l{llJ, • -q;o' cf>l ~, 
·i?....i<mlTifl.aTIRclflf~Lilf-€1d~-q~~"lffit'l~~~~-q~m-J 
cf>l lITTfl, ~ ~ cftff JI'@~~~~ ,;mft t, 

Illustration IS. "ttcfi m-f W~ ~ -q ~ ~ 'fm"R ~an~ ~ ~ t, 
H'"'lf("!Rgd ~ ~. 2019 llm cf,l ~ t-

m W'FI' ~ 
(Crushing) (Refining) (Finishing) 

' ' ~ 

~ -minit-500 ~ 'fflq"U 2,25,000 

(Raw Materials -500 tons of Copra) 
i:nft!JWlqi (Wages) 8,000 5,900 5,875 

fi (Power) 1,200 1,000 1,500 

ffi~ ~ (Sundry Materials) 500 1,900 

cfil<&HI ~ (Factory Expenses) 600 1,000 950 
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~ ~ ~ ~ ~ cn1 BfTffi {' 21,025 tfl I 200 ~ l§ffi qft "ff {' 15,000 cf>l ~ 
-rrft o~ 275 r.l' ~ m-f ~ ~ lFTTI ~ ~ cfi" ~ ~~ ~ {' 900 Ml m-f cfi" 

~~ ~ ~ ~ "900 cfi" c20 c-1') ~ ~ "~ 250 c-1' mrrr~ m-J >IT1<f M 1FTT1 246 
r.1' ~ m-J ~ ~ 'll{ ~ lFTT o~ IO c-1' {' 1,200 cfiT ~ ll<lll 

W ~~~~ {'3,500~-fflfcfi"aR'SJAari~ 3 :2 :2cfi"~~~ 

~~t1~~~~1 
Solution. Crushing Process Actount 

Particulars Tons I 
-

" Partic:uliln 'tons " 
To Raw Materials 500 2,25,000 By Nonnal Wastage 251 900 

To Wages 8,000 (Bal.Figure) 

To Power 1,200 By Sale of Cake 200 15,000 

To Sundry Materials soo By Refining Process 

To Factory Expenses 600 Ne 

To Establishment 1,500 cost per ton 
Expenses {' 803.27, i.e., 

3,500 X 3n 
I 

{' 2,20,900 + 275 I 275 2,20,900 

500 II 2,36,800 I 500 2,36,800 

Note: I. Nonna! Wastage= 25 tons i.e., 500 (tons)- 200 tons - 275 tons. 

Refining Process Account 

Particulars Tons " Particulars I, Tons " To Crushing Process 275 2,20,900 By Normal Wastage I 51 -
Ne (Transfer) (Bal. Figure) 

To Wages 5,900 By Sale of Cake 20 900 

To Power 1,000 By Finishing Process 250 2,30,800 

To Sundry Materials 1,900 Ne 

To Factory Expenses 1,000 cost per ton 

To Establishment {' 923.20, i.e., 
Expenses {' 2,30,800 + 250 

2n of{' 3,500 I 000 

275 2,31 700 275 2,31,700 

Note : I. Normal Wastage= 5 tons i.e., 275 tons - 20 tons - 250 tons. 
Finishing Process Account 

Particulars Tons " ' Particulars Tons " To Refining Process 250 2,30,800 By Sale IO 1,200 

Ne (Transfer) By Finished Stock 240 2,38,925 

To Wages 5,875 Ne: 

To Power 1,500 Cost per ton 

To Factory Expenses 950 {' 995.50, i.e., 
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To Establishment ~ 2,39,925 + 240 
Expenses tons 

(i.e., 2/7 of ~ 3,500) 1,000 

250 2,40 125 250 2 40 125 

To Cost of Finished 240 2,38,925 By Cost of Finished 
Oil Oil including 

To Cost of drums 21,025 drums ( cost per 240 2,59,950 
for storing ton ~ 1,083.13 

i.e. ~ 2,59,950 + 240) 

240 2,59,950 240 2.59.950 

Illustration 16. u-q 511:s«_~ cfiT ~ ~ ~ ~ ~ ~ "t1 s:fi'Mll, R.4il~f-i•I 
oYl1 N>R~i•II 31 ~,20l9"'1~iA~~~~~fc1<:R,JJ~Cf>l~~ 

~~i-
-m 

(Crushing) .(Refining) (Finishing) 
~ (Wages) 1,200 480 720 
~ (Power) 250 175 115 
m (Steam) 260 216 220 
~ (Stores) 50 965 

~ (Repairs) 136 160 68 
~ ~ (Sundry Expenses) 635 320 110 

2,450 r.f fl, ~ 45 J1@ r.f ~ ~ ~ ~ flii<l'Pfllll ..,~ ~ cfiT ~ 1,450 r.f , 

~ m-J cfiT ~ 1,025 r.f <f'U-1,000 r.f ~ ~ aiR m-J ~ ~ ~ m -t, 290 r.f 

~ ~ ffi1ffi ~ 25% ~~~I ~ 115 Cf>l lTK-t Cf>l ~ ~. 1TK-t cfiT 31qffi 730 r.f, 

~ 4,360 cfi1 ~ ~ Tfllll ~ fcrttl' cfi1 ~ 100 r.J, ~ 1,no cfi1 ~ 7fllll 

N>R~i•I fcrttl' ~ ~ 2,850 ~ ~ Cfifq ~ ~, Rfifu ~ ~ 125 J1@ r.f ~ Tfllll 

~-rim~, 
Solution. Crushing Process Account 

Particulars I Tons ~ Particulars Tons ~ 

To Input introduced 2,450 l,}0,250 By Normal Wastage 
@ ~ 45 per ton (Bal. Fig.) 

To Wages 1,200 (Sale of Copra 2701 I I 5 

To Motive Power 250 Sacres) 

To Steam 260 JBy Sale of residuals 730 4,360 

To Stores · 50 from copra 

To Repairs 136 By Cost of 1,450 1,08,306 

To Sundry Expenses 635 Production c/d 

2,450 1.12 781 2,450 1,12 781 

To Cost of 1,450 1,08,306 By Sale of Crude Oil: 290 27,076 
I 

Production b/d ~ 1,08,306 + 1,450 



To Profit & Loss Ale 5,415 X 290 = f 21 ,66) + 
(25% of21 ,661) ~ 5,415 

By Transfer to 1,160 86,645 
Refining Process Ale 

1.450 I 13 721 1.450 1.13,721 

Note : 1. Nonna! Wastage 270 tons, i.e., 2,450 tons - 730 tons - 1,450 tons. 

Refining Process Account 

Particulars Tons f Particulars Tons t 
To Tr. from Crushing 1,160 86,645 By Nonna! wastage 35 -

Process Ale By Sale of residuals 100 1,170 

To Wages 480 By Nonna! cost of 1,025 87,791 

To Power 175 Production c/d 

To Steam 216 

To Stores 965 

To Repairs 160 

To Sundry Expenses 320 

1,160 88,961 1,160 88,961 

Note: I. Normal Wastage ~ 35 tons, i.e., 1,160 tons - 100 tons - 1,025 tons. 

Finishing Process Account 
-

Particulars Tons I ~ Particulars Tons ~ 

To Tr. from Refining I, 1,025 87,791 By Normal Wastage 25 -
Process Ale By Cost of 

To Wages 720 
I 

Production c/d 1,000 89,024 

To Power 115 

To Steam 220 

To Repairs 68 

To Sundry Expenses I 10 

1,025 89,024 1,025 89,024 

To Cost of 1,000 89,024 By Sale of Finished 
Production b/d Stock Ale 

To Casks 2,850 1 @ ~ 125 per ton 1,000 1,25,000 

To Profit & Loss Ale 33,126 , 

1,000 , 1,25,000 1,000 1,25,000 

31.tlt<rn:( nm-~-~ (By-Products and Joint Products) I 
~~* ~ ~ ~ ~ ~ m'l-m'I ~ ~ iJt le@: m ~~ t~ 

~"lll~-~~i1 
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'.341Ni~ cnT ~ (Meaning of By-Products) 

~~cf>lf.lfira~*~~mqm.:Jr3BJ~~~mait~~ 
~ &TU Rfim ffl cf>1 611i:i:/*Mi ffl i otTT \if? ~ <llni 3l?:fqf WWI <!lni ma1 t, ~ 
~ ~ ! (By product is defined as "any saleable or W1Saleable value incidentally 

pronounced in addition to the main product.") I~ "t ~. cmrn ~ ~ ~ * ~. 
mm~-t~*~.1F%~~.t~*m.3lTfu:, 
d4iNI~ qft ~~11:hfi~ (Characteristics of By-Products) 

~ cf>l ~ fi\1ilt@~ m-cft t-
(i)~ ~ -t f.rajuJ * ,ifA ~ 3Fr-il'R -q' ~ ~ ~ t, 
(ii)~~~ cf>1 ~ mlffit ~ ~ (Scrap) mqm ~ ~ ~ i1 

(iii)~qi1~~mt~~-;;ry~f.:ir~mM~~t1 

(iv)~ ~ ~ cf>1 ~ * cfitJ ~ otTT ~ ~ qi1 ~ ti 
dt(iNIC:. cfiT ~ (Accounting Treatment of By-Products) 

· ~ qi1 mM~: ~ qft • 'tR ~ cfi«ll t, am:~ f.p:;f ~ 1ftfiR "t 
m~t-

1. ~ qgcc1crof ~-<6'1ft-<fi'lft ~ ~ lTT3lT * <lm ~ ~ ~ qi1 ~ f<fim 
~~~mait31t'ITTl.~~~~~*~m~mait,~3lcfWtl'-mlfJit 
,:ft~i1~~qi13'WT~mgr~ffll~t~~~~~"Umcfil~ 

~ lg@ cf>l ~ * ~ ~ f ~ ~ ~ ~ ~ }llta' ~ t1 ~ dlfic<ll~➔ cfil 
~ ~ t ~ t, ~ JlqiR "t ~ qi1 mM ~ ~o 2 * ~-;;ry ~ t, 

2. qg(tlcruf a..ltcm~-~ ~ ~ ~ ~ ~ ~ alf'Jcn ~ qi1 ml i otTT 

~ mrrn-,:ft~~ -t ~mm-cit t ~ -smi: ~ ,:ft~ 'tR ~ ~ t ~ ~ ~ 
~qftmrrn~~itmt<lm('fflt~('fflt-ffiWff*~M~t1~fflfil 

3lWT ~ ~ ffl~ qft ~ ~ qi{cfi, ~ "ffi11o "Um~~~ "{g@ cfi1 ~ qi{ 

~~tam~ Wff -t ~ qi1 ~ -;;rJcfT t, ~ qft ~ qft -um~~ l§@ 
-q' ~ ~ ~ ~ t <lm >iTT ffi Gf'qoJ t ~ ~ cf>1 Uffl ~I 

Illustration 17. A product in a factory passes through two distinct processes. The 
product of the first process less wastage and by product becomos the raw materials for the 
second process. All by products are sold out directly from the factory : 

Particulars First Process Second Process 

Raw Material 1,500 tons at f 80 per ton -
Wages · f 50,000 f 40,000 -
Factory Overhead 80% of wages 75% of wages 

Wastages .100 tonnes 250 tonnes 

Sales of by-product 200 tonnes at cost plus 20% · 200 tonnes at cost plus 25% 

Prepare the first process and second process accounts and their by-product account. 



Solution. First Process Account 

Particulars Tons f Particulars Tons f 

To Raw Material 1,500 1,20,000 By Wastages 100 -
@ f 80 per tonne 

_-

To Wages 50,000 By Normal Cost of 1,400 2,10,000 

To Factory Overhead Production cld 

80% of f 50,000 40,000 

1,500 2,10,000 1,500 2,10,000 

To Normal Cost of 1,400 2,10,000 By Transfer to 
Production bid By-Product Ale : 

f 2, 10,000 + 1,400 200 30,000 
x200 

By Transfer to 
Second Process Ale : - . 
Cost per ton 

= 1,80,000 + 1,200 

= f 150 1,200 1,80,000 
I 

1,400 1 2,,10,000 1,400 2,10,000 

First Process By-Product Account 

Particulars Tons f Particulars Tons f 

To Transfer from 200 30,000 By Cash Ale 200 36,000 
First Process Ale (Sale being Bal. Fig.) 

To Profit & Loss Ale I 
I 
! 

(Profit i.e., 30,000 x 6,000 
20/100) 

I 200 1 36,000 200 36,000 

Second Process Account 

Particulars Tons f Particulars Tons f 

To Tr. from First 1,200 11,80,000 By Wastages 
·1 

250 -
Process Ale By Normal Cost of 

To Wages 40,000 Production cld 950 2,50,000 

To Factory Overhead: 

75% of f 40,000 30000 

I 1,200 250,000 1,200 250,000 

To Normal Cost of 950 2,50,000 By Transfer to 
Production bid By-Product Ale 



~ 2,50,000 + 950 200 52,632 
x200 

By Finished 
Stock Ale 

Cost per ton 
:::: 1,97,368 + 750 

:::: ~ 263.16 750 1,97,368 

950 t 50000 950 2,50,000 

Second Process By-Product Account 

Particulan Tons ~ Particulan 'Cons ~ 

To Tr. from Second 200 52,632 By Cash Ale (Sale 200 65,790 
Process Ale being Bat. Fig.) 

To Profit & Loss Ale: 
r 

Profit i.e., 13,158 
52,632 X 25/100) 

200 65.790 200 65,790 

Note : In the absence of information, wastage is presumed to be realised nil value. 

I lll'-~'i:ff~~(JointProduct) I 
lll'-~W 3l1f" (Meaning of Joint Prod

0

uct) 

cfi'lfl-cfi'lfl v;cti t\ ~ ID'U ~ <l'T ~ ~ ~ ~ (~) ~ ~ <fit ~ 
~ t 3m ~~<fit~~~: awrri:ft ~at)' <fit 3ilcl:t'4cfidi ~ t ~ ~ 
~ l't ll'f-~ <l'T. ~ (Joint products) ffi t, ~' ~ m -q' ~ ' ~' 
~ "d"ff ~~(crude oil),~~~ ~ ~{lf(."I~ ~"ITT~~~;~ 
<fit l§R ~ fiilf1A ~ cfi ~ iifiT ~ ~ ll'(-~ cfi lt ~ t, 
lll'-~.clft' ~ellfrii( (Characteristics of Joint Product) 

ll'f-~ ~ ~ fc11i1 1n11~ A&.1~!&<1 t-
(i) ~ v;cfi lt ~<fit~ mimt ~ ~ ~ t, 
(ii)~lt~~~~t1 
(iii)~=~~~~q~qf~t, 
(iv)~~~ ~~cfi~~~ awrri:ft~3l'l'q;'j 311cl:t'4cfidlmf1 

~~, lll'-~Wffl dl41NIC:."q3Fffl' 
~~lfGl'-q'~ ~qi{-fl~qifd;f <Wf t, m ,tt~= ~~cfi 31Ttm1R 

~~"'1~t

(l)~v;cti~iifil~~3'.R~<fit¥RT-q'~3lf~tm~~ 
q@ ~ ~ ~ ~ "d"ff ~ ~ ~ ~ "'1oJ t, 

<2) m cfi ~ cfi fc'l}lclqOj cfi 31Ttm 1R ,tt ~ 3RR M "'1 ~ t, m iifiT ~ 
m~~~miifilmmt~m~~v;ct3A~~<l'T~-~cm 
"'1WTI1 ~ cfi ~. ~ m iifiT ~ ~ iifiT ~ cliT1T mm t ~ Ri" ~ iifill ~ ~ 
qi) ~ ~ of{J ~ ~ ~ ~ "'1ffi t, 
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(3) 3WTTlTI m<TTari Cfi1 ~l•Hll<h\'11 <fi 3lTm{ 1R ,:ft 3RR <R ~ t1 m ~ari q;') 
~ <TITll' ffl <fi ~ a:rWT ~ q;'){ oll<l ~ cfiT-TI ~ 31~ ~ ~ ~ Cfi1 3ll•Hll<ti\'11 
~ ffl , ~ ~ (By-Product)~ '1f@T i ~ m ~ari q;') ~ Cfi1 W-i@ -q ~ <fi 
~ ~ oll<l cm mt~~ <fi ~ ~ a:ft-{ ~ati Cfi1 ~Iq~ljiha1 ~ t , ~ 
~-~' .:rr ~ ~' (Joint Product)~ '1f@T i1 

~ifcfi-~~"qi"f~~,~-~.:rr~mr~<fi~,~<fi 
~. ~ Cfi1 ffi Q~ ~ q;') qfl[ftlfc,4)' ~ R1TI: ffl i1 

tigcfft ~qif~cfiT f:tt1ho1 (Determination of Cost of Joint Products) 
~ ~ (~ari) <fi ~-q ~ mtll o<l> ~ oll<l ~ -;;f@ ti~ mtll o<l> -:m 

oll<l ~ t, ~ w~ .:rr ~ oll<l ~ t am ~ ~ T-f ri ~ati 1R cfiT-TI ~ i 
~ ~-~. ~ <fi ~ ii JITl<f ~ t1 ~ ~ q;') fffl 1R • . ~ "qi"( ~ 
cfiT-TI moT i, ~~(Split-off Point)~ t1. ~"qi"(~~ <fi ~ ~ 
~ ffiT@ Cf,1 ~ ~ ~ m ~ t am: ~ ~ ~ ~ Cf,1 qcft ~ <fi oll<l 
a:rwr-a:rwr ~ l1 3lQ: ~ ~ ~ ffi1@ <fi ~ <fi1 i am·~ ffl <fi ~ R'1 
~ ii q;'){ ~~~;;JI~ i-

(l) •~ lU1l ~ (Physical Me~urement Method) 
(2) am@~~~ (Average Unit Cost Method) 
(3) ~ ~ ~ (Market Price Method) 
(4) f.:rn.1 ~~(Sales Value Method) 
(5) ~ .:rr ~~~(Survey or Point Value Method) 
(6) ~ ffi1@ .:rr ~•~~(Reverse Cost or Net Realisable Value 

Method) 
(1) ~ 'qTQ' ~ (Physical Measurement Method}-~ ~ ii • c-W@ 

~ari <fi ~ .:rr i:uq ~ % fcfi<:-fl!.llq, ~. c-'f, 11@', 31lR <fi 3lTm{ 1R fcf~ Cf,1 ~ ti 
~ <fi ~. ~ '31' ~ii 3,ooo fcfiJtwq ~ ''ef' ~ ii 1,000 fcfi~l!M mlDfi m <fi1 
uf@lf'ffi~ffi1@

13l'~'of~ ii3 :7<fi~ii~~~I~~~ 
<'f,fi ~ ~ ~ i ~ ri ~-~ q;') ~ m ~ l:fT1f <fi 3lTm{ 1R ?JTtrr ;;JI ~I~ 
fct>m ~ ~ Cf,1 ~ fcfiHl!ll'i ~ am fct>m ~ ~Cf,1 ~ ~ t m ~ ~ m ~ 
Cf,1 ;;JI ~1 ~ ~ ffi1@ 'qil ~~ ~3ll Cf,1 -qr;ry ~ ~ t m cm 1ft ~ ~ 
~-;ytfmlft1~~~~1R~-tfcfi-~.~~~"qi"fmoft 
-:m fcfj- 3101.M ~ I flcfi ~ I 

(2) afimr~m1Tn~ (Average Unit Cost Method}-~~ ii~~ 
q;') ri f.ffera ~ ~ 'qflT ffl Jim ~ - ~ ~ Cf,1 ~ ti ~ ~ ~ ~ 
olJtcrn1R<h i1 W 3ltRR ~ • ~ Cfi1 Jim~~~ ffift ti~~~ q;°) ~ 
3ltRl.:rT ~ i , ~ ~ ~11;cf >{Aqi ~I~~ ~~q;') fct>m ~~ 
iiol.fc@~~;;yy~m.cm1fl~~~mm, 

Illustration 18. Apportion the joint cost of joint products A, B and C from the 
following data under : (a) Physical Measurement Method and (b) Average Unit Cost 
Method. Pre-separation point cost is t 90,000 and other data is : 

Product Raw Materials Consumed (Units) 
A 12,000 
B 30,000 
C 18,000 
Total 60.000 

Unit Produced 
3,000 
2,000 
1,000 
6.000 
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Solution. (a) Physical Measurement Method: 

Product Raw Materials Ratio of Material Apportionment of Joint 
Consumed (Units) Consumed Cost ~ 90,000 

A 12,000 2 90,000 X 2/l 0 = ) 8,000 

B 30,000 5 90,000 X 5/l 0 = 45,000 

C 18,000 3 90,000 X 3/10 = 27,000 

IO 

(b) Average Unit Cost Method 
(i) Calculation of Average cost per unit: 

Total Pre-separation cost= t 90,000 
Total Unit Produced = 6,000 units 

. t90000 
Average Cost per umt = ' = f 15. 

6,000 units produced 

(ii) Apportionment of 'Joint Cost' 

Product Unit Produced Averae:e Cost oer Unit Share of Joint Cost ~ 

A 3,000 t 15 45,000 
B 

I 
2,000 t 15 30,000 

C 1 000 t 15 15,000 
Total 

I 
6,000 90,000 

(3) 1fNm" ~ q;c:fff (M~ket Price Method)-~ ~ -q ~ 'ffi1Tffi' <il ~ 
~<il~~~ 3Wl<f-q~\if@Jt1 ~~~ ~ f.lcil8forn q~fcfim~~ 
m~t-

<i> fa,qj;jf-, ~'q"{lITTITT"~-~ ~-q ~ 'ffi1Tffi' q,l fcr~ ~ 'tf{ ~ ~ 
~ ~ ~ ~ 'tf{ fqqif-ild ~ \if@! t ,1 ~ ~ ~ ' ~ '3l' WTT ~' cfiT ~ ~ 
'tf{ ~ ~ sfilffl: 50: 60 ~o t ffl ~ 'ffiT@ q,7 5 : 6 ~ 3Wl<f-q 'iikf ~I~~ 'd"ITI 
~ -qr-ft '1ITffi t_ ~ fcn"R ~ qft awrrtfi. ~;m qft ffif@ &lljql@<ti ~ m1 

(ii) anrrrq1 s.RhC4i~«ii~lITTm"~-q;t ifR ~ ~ 'tf{ ~ cfiT ~ 
~~~~~·mmt~~~cfiT~~31mFft~~~~ 
"Bcfiol ti v:m ~ -q ~ oqi qft ~ 'ffiT@ q,l ~ ~ ~ ~ ~ ~ ~~ -q 
~\if@! t i, 

(4) ~ ~ ~ (Sale Value Method)-~ ~ -q ~ 'ffi1Tffi' cfiT fcr~ 
~~~d1*~~~~~-qM"llcfltl~~~t1R1!~'ifl%1 
~ t ~~~-qt, 3lo: ~ ~ ~ H"1R-ifo.rn -q ~ cliW ci:il m "Bcfiol t-

(i) fcr~ f◄"'3, tJ'( ~ ~ ~. . 

(ii) 3lJTlTllt ~;m ~~~~~I 
Illustration 19. From the following information, apportion the joint cost of 

~ 45,000 under (a) Market Price Method and (b) Sales Value Method. 

Product Units produced Market Price oer unit 

A 4,000 20 

B 3,000 30 

C 2,000 40 
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Solution. (a) Market Price Method : 

Product Units Market Price per unit Apportionment of Joint Cost 
produced (f) ( ") 2: 3: 4 

A 4,000 20 45,000 X 2/9 = 10,000 

B 3,000 30 45,000 X 3/9= 15,000 

C 2.000 40 45,000 X 4/9 = 20,000 

9,000 

(b) Sales Value Method: 

Product Units Market Price Sales Value Apportionment of Joint Cost 
Produced oer Unit ( 1() ,n (t)8:9:8 

A 4,000 20 80,000 45,000 X 8/25 = 14,400 

B 3,000 30 90,000 I 45,000 X 9/25 = 16,200 

C 2 000 40 80,000 45,000 X 8/25 = 14,400 

9000 

(5) ~ '4T ~ ~ (Survey or Point Value Method)-~ ~ "i¥ ~ ri 
li6~'{af ~ ctil ~&RT~ fcfim ~ t ~ fctl W'!Ff ~ ~ "ffi1@ ctil Jr1fTfc@ ffl i't 
dt•.J:i·cml m mqfll:{ql ~ q;-~ 1R ~ ~ q,l ~ (Points or Weight) J!'zyf ~ 
~t,~~~mq;-~~~~ctil~a1Y(Points)~'T11TM~t• 
"3B ~ 1R ~ "ffi1@ q,l ~ ~ -i¥ ~ M ~ ~I 3T<f: 

Points Value= No. of units xPoints. 

Illustration 20. Pre-separation costs are : 
Materials 
Wages 
Overheads 

Production during the period : 

Product 

X 
y 

Units produced 

500 units 

1,000 units 

Y 2,000 units 

t 
22,500 
12,000 
3,500 

38.000 

The points assigned to produced X, Y and Z are 5: 3: 2 respectively. Apportion the 
. joint cost' under point value method. 

Solution. 

Product Units x Points 

X 500 

Y 1,000 

Z 2,000 

5 

3 

2 

Points Values 

2,500 or 5 

3,000 or 6 

4,000 or 8 

.l2 

Apportionment of Joint Cost 

38,000 X 5/19 = ]0,000 

38,000 X 6/19 = 12,000 

38,000 X 8/19 = 16,000 

(5) mm!" 'ffi1n'I' '4T ~ ~ ~ ~ (Reverse or Net Realisable Value 
Method)-~~q;-3Rfl@~~~.~~fc@roioZfll,~~q;--m::~ 
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~ (1'fl'@ f.rfiIB ~ rr; ~ -q ef2R rr; ~ • ~ cfil fef~ ~: mm~ ti 
3@: ~"ffillffir(j~~~~ ~~tm ~ m cf,l ~ f.li:.ifc:1f@1 ~

(i) ~ fqf1A" ~ <(; ~ ~ -q ~ ~ ('fl'll ~ ~ 3W1F@ mR 
. / ~ ~ ~ cfIT ~ (1ll'@ ~ cfIT ~ ti 

(ii) ~ ~ ~ (1ll@' -q ~ ~ ~ <(; 3WI cfIT ~ "ffil@ ~ ~ 
~-~ct~-~~cfil'El'c@l"'1'itti~t~ri~-~cf,l~~-q"{ 
~ ffl7@l cfil m=m ffi ti ~= ~ ~ ~ -q ~ ~ "ffiTTffi ct~ <(; ~ ml 
~I 

(iii)* ~ ffl1@1 rr; am cfil ~ ~ ~ "ffiTTffi ct~ ~ ~'=T<li t m ~ ~ -q 
31lf~ "'1 fcffi;tJ 'q;ct ~ aqf<oQ'-1 (selling and distribution overhead) lJAT ~ t ~ 
~ ~-~ -q"{ ~ ~ ~ <(; ~-q ~ tlcT ~ ~ t ~ ~ ~ ~ 
~ -q ofifl 'itti m ~ "ffiTTffi cfil m:m m-r ti 

j "9.c:fd ~ cn'I f'tt\:ti-ii'1 (Apportionment ofJoint Cost) I 
Particulars Product Product Product Total 

A B C 
~ ~ ~ ~ 

Sales ·········· ·········· ·········· ······ ···· 
Less: Estimated profits ·········· .......... .......... ·········· 
(or Add: Estimated Loss) 

Total Cost .... ...... .......... .......... ·········· 
Less : Subsequent Cost .......... ........... ·········· . ......... 
Total of Joint Cost including ········ ·· ·········· .......... .......... 
Selling & .Distribution Expenses 

Less : Selling & Distribution Expenses .......... .......... . ......... . ......... 
(if any) in the ratio of Sales 

Share of Joint Cost .......... I .... .. .... . ......... I . ......... 
- -

~-~ c5\ ~&icfi-t ~t4j (Accounting Methods of Joint Product) - ~-

~ "ffiTTffi cfiT ~ f<fi"m \'.ft 31Tm{ 'q"{ ~ m rr; ~ ~ ~ rr; qf{ -q 
~ ~ti~ "ffiTTffi <(; ~ ~ ~ ~l§@T ~ ~ ~ ~ ~ ~ ri cfIT 
~-q@ffl ~I de<l!('i:llt( ~. ~ ct~-q~ ~~ ~ m'~ ffl ~ 
~klf~d~~cfil~ffi~~riq;)~~~t~~~ri 
q;:i 'itti ~ m ~ ti v:m ~ -q ~ ~ cti1j Jl'WCI' f.p:;:J >lq,R cfil ffi t-~ 

~mtfflll@T (Joint Cost Account) 

~ ~ 

To Materials } ~ °"" ........ By A's Main Product Ale ........ 
To Labour cfIT "Um (Share in Joint Expenses) I 

ToOverheads ~ ········ By B's By-Product Ale ........ 

I 
(Share in Joint Expenses) 

.... .... To C's By-Product Ale .. ...... 
(Share inJoint Expenses) 

........ ... ..... 
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~ ~~~ cf,l ~-31ffi ~ ~-;;j'@f t ~ 0011~ *• 
cxflfictt~-;;n,fi~-q~to~~~~~~1I~~~fcmrq~fc«Rul 
~ (~cfiW f "ITT) cfil ~ -;;J'@T t, ~~lg@~~ 11~ -q ~ ~ cfil ~ -;;J'@T 

t, 3Ri"{ ctt m ffi'll ~ t, v:m ~*~~~lg@ cf,l ~ ~ wtiR WTT-
......... Product Account 

t ~ 

To Joint Expenses Ale ········ By Cost of Production c/d ........ 
(Share in Joint Expenses) 

To Matcrials } 
• I 

To Labour Separate E,q,enses ........ 

To Overheads I . 

........ . ... .... 
To Cost of Production b/d ........ By Sales . ....... 
To Selling and Distribution ··· ····· 

Overheads 

To Profit and Loss Ale (Profit) ........ 
........ ' . ....... 

Illustration 21. ~ ~-q A~~~~ m~ B ~ C ~~"ITT ,jj'@ 
~I~ cfil ~ "ffil@ t-m-qm 20,000 ~o, w:r 5,000 ~o ~ aqRoll<l 15,000 ~o I 

~ ~ ~ WfiR ~ (Subsequent costs are as under) : 

m-qm (Materials) 

w:r (Labour) 
aqR&1<1 (Overheads) 

A(~) 
8,000 
4,000 
3,000 

B (~) 
3,000 
3,000 
2,000 

C (~) 
2,500 
2,000 
1,500 

15,000 8,000 6,000 
~ (Sales) 40,000 30,000 30,000 
~ 'q'{ ffl1' (Profit on Sales) 40% 30% 20% 

31f9', ~ ctt ~ "ffil@ q;) ~ WfiR f4a1tt m "~ v:, Gft ~ m ~ ~ * 
·~~~~, 

Solution. Statement showing Apportionment of Joint Cost 

Particulars Product A Product B I Product C Total 

~ ~ t ~ 

Sales 40,000 30,000 30,000 1,00,000 
Less : Estimated Profit on sales 16,000 9,000 6,000 31,000 
@ 40%, 30% and 20% respectively 

24,000 21,000 24,000 69;ooo I 
Less : Separate expenses of each 15,000 8,000 6,000 29,000 
product I' 

9,000 13,000 18,000 40,000 
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Necessary Accounts 

Joint Expenses Account 

t t 
To Material 20,000 By Transfer to A's 9,000 

Main Product Ale. 

To Labour 5,000 By Transfer to B's 13,000 
By-product Ale 

To Overheads 15,000 By Transfer to C's 18,000 
By-product Ale 

40000 40000 

A's Main Product Account 

f \' 

To Transfer from Joint 
' 

9,000 By Cost of Production c/d 24,000 
Expenses Ale 

To Separate Expenses: 

Material 8,000 

Labour 4,000 

Overheads 3,000 

24,000 24,000 

To Cost of Production b/d 24,000 By Sales 40,000 

To Profit & Loss Ale 16,000 
(Balancing figure) I 

40,000 40,000 

B's By-Product Account 

\' \' 

To Transfer from Joint 13,000 By Cost of Production c/d 21,000 
Expenses Ale 

To Separate Expenses : 

Material 3,000 

Labour 3,000 

Overheads 2,000 

I 21,000 21,000! 

To Cost of Production b/d 21,000 By Sales I 30,000 

To Profit & Loss Ale 9,000 1 
(Balancing figure) 

30,000 30,000 
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C's By-Product Account 

' ' To Transfer.from.Joint 18,000 By Cost of Production c/d 24,000 
Expenses Ale 

To Separate Expenses: 
Material 2,500 
Labour 2,000 
Overheads 1.500 

24.000 24.000 
To Cost of Production bid 24,000 By Sales 30,000 
To Profit & Loss Ale 6,000 

(Balancing Figure) 

30.000 30000 

Illustration 22. ~ ~ -q A~ ~ ~ B (ftfl C ~ ~ ~ ~ ~ "t1 
~~~'ffiiffiR9"t- . 

~ (Materials) 

"'°" (Labour) 
aqf<oq4 (Overheads) 

~ ~ R9 f (Subsequent ex~es are as follows) : 

~ (Materials) 
"'°" (Labour) 
~s4f<oq4 (Overheads) 

A 

' 2,500 
1,900 
1,500 

B 

' 1,200 
1,600 
1,200 

5,900 4,000 
f.ffl,'t ~ (Sales prices) 30,000 20,000 
~ '81'1 (Profit on Sales) 40% 30% 

' 8,500 
9,000 
7,500 

25,000 

1,400 
2,000 
1,050 
4,450 

15,000 
25% 

~ 1%' 31rcr ~ ~ ~ 'ffii@ cfi1 ~ ~ (ftfl ~ tjt ~ ~. 

Solution : Statement SJ,.owing Apportionment of Joint Expenses 

Particulars \ A B C Total 

' ' ' ' ' 
Sales 30,000 20,000 15,000 65,000 

Less : Estimated Profit on sales @ 40%, 12,000 6,000 3,750 21,750 

30% and 25% respectively 

Total Cost 18,000 14,000 11,250 43,250 

Less : Subsequent Expenses 5,900 4,000 4,450 14,350 

Estimated Joint Costs 12,100 10,000 6,800 28,900 

Less : Selling Expenses.1 1,800 1,200 900 3,900 

Share in Joint Exoenses 10,300 . 8,800 5,900 25,000 
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ft:aroir-1. ~ ~ ffll@ cfiT ~ ~ = 28,900 <io Gf,fflT i ~ ~ 'q' ~ 
ffll@ 25,000 <io ~ ~ t 3@: ~ cfi' 3RR 3,900 <io (28,900 <io - 25,000 <io) q;) ~ ~ 
ll'Rl ~ ~ ~~ ~ cfi' ~ ~ cfi' ~ 30 : 20 : 15 31'ffil 6 : 4 : 3 'q' fctil:11 
~i, 

Joint Expenses Account 

~ ~ 

To Material 8,500 By Tr. to A's Main Product Ale 10,300 

To Labour 9,000 By Tr. to B's By-Product Ale 8,800 

To Oncost 7,500 By Tr. to C's By-Product Ale 5,900 

25,000 25,000 

A's Main Product Account 

~ ~ 

To Transfer from Joint 10,300 By Cost of Production c/d 16,200 
Expenses Ale 

To Separate Expenses: 

Material 2,500 

Labour 1,900 

Oncost 1,500 

16,200 16,200 

To Cost of Production b/d 16,200 IBy Sale, 30,000 

To Selling Expenses 1,800 

To Profit & Loss Ale I 12,000 
(Balancing figure) I 

30,000 30,000 

B's By-Product Account ·-
~ ~ 

To Transfer from Joint 8,800 By Cost of Production c/d 12,800 
Expenses Ale 

To Separate Expenses : 

Material 1,200 

Labour 1,600 

Oncost 1,200 

12,800 12,800 

To Cost of Production b/d 12,800 By Sales 20,000 

To Selling Expenses 1,200 

To Profit & Loss Ale 6,000 
(Balancing figure) 

20.000 20000 
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C's By-Product Account 

~ 

To Joint Expenses Ale 5,900 By Cost of Production c/d 

To Separate Expenses : 

Material 1,400 

Labour 2,000 

Oncost I 050 

10,350 

To Cost of Production b/d 10,350 By Sales 

To Selling Expenses 900 

To Profit & Loss Ale 3,7501 
(Balancing figure) 

15,000 I 

~cfiT ~ !,lfa;t11 iH<il-fl~OI (Inter Process Transfer at Profit) 

~ (Meaning) 

~ 

10,350 

10 350 

15,000 

15,000 

. ~: f.!ft@~cf)l~1ITTfi<IT~~~* i!«=tia<a, <.'fl'T@1l\m~'ifl'fflioill 
3lRfq 1ITTfi<IT cflT f.!ft@lfR-l ,fi ~ lfR-l ~-q (Finished Stock Account) -q ~ ~ 1l\ m 
tH~1~n.a ~ -ifl?IT tr ~ ~ qf<ff-"~ra<il· ~ ~ -q ~ ~ ffi'q ~ ~. f-im 
i!~l~(UI ~ ~ t, ~ ~ ~ ~ -ifl?IT i1 ~~if,~ 1ITTfi<IT ffi -q ~-1-~ 
~'ll qft ~ 3f<i!T~ tt ~f..qfcta Mt_ Fim '3RR 1ITTfi<IT ffi<q' (Inter-Process Profit)~ ~I 
f.!ft@ ~ Cf;l fl«il~(Oj ~ 1l\ i!«11~R<1 m ~ HAlflf~a ~ cflKOT t-

1. ~ "'1 ~ ~ cfil •fiq.flttol m ~I 
2. ~ ~;ro' cfil tl<i11itl-lqi ~ ~ ~, 

3. ~ ~ cfil qi14<!j,1tl<i1<1I ~ ~I 

4. ~ 1ITTfi<IT -q ~faif('lo ~ ctt ~ ~ ~, 
5. ~ ~ ~ f% 1fR-l cflT ~ ffl ~ ~~~~~~~~I 

aMR saPr:rte:n ~ M-?11-fl~OI ifit ~qw, cf ~qjl!.H'1 
~ ~ ~ Cf;) ~ 1ITTfi<IT ~ ~ 1ITTfi<IT -q ffi'q ~ i!«=tt~fla ~ ~ ~ m 

"3"m) ~ qfffi ~ cf)l 3lRfq ~ q f.!ft@ ~ ~ ~ ~ 3lRfq ~ cf)l ~ ~ 
~ ~ m -if@T t ~ cflKOT 1 m 1ITTfi<IT3U ctt ~ ~ ~ m ~ m ~ t 3ITT 1 m 
~ <'ll«=tfqqi c:.'ff'ql 

~. ~ ffi'q ~ "11"1' llf5I cflT moT i 1 f% <'41«-tfqqi, ~ qT«=tq -q ~ q;t ~ ~ 
~ i 1 ~ ~ 1ITTfi<IT ~ 3lRfq ~ (closing stock) -q ~ ~ ~ ffi'q cfil um' 
(amount of unrealised profit) ~ ~ ~ it -ifl?IT i1 
~ cRi<"" ~ ~ cfiT ~ (Meaning of Unrealised Profit) 

3RR '1ITTfi<IT ffi'q ~ -~ ~~ 1ITTfi<IT cf)l ~ ~ ffi'q ~ ~ 1ITTfi<IT -q 
i!«11~fla r~tt, ~ t 3ITT ~ 1ITTfi<IT cf)l ~ moo ~ -q ~ ffi'q ~ i!«11~n:a 
~ -if@T t ~ ~ 1ITTfi<l1 -q ~ ~ ~ -if@T t ~ T@ ~ ~ ffi'q cf)l 'qfTT ,fi 
~f"lf<:1(1 \~ t I a:m: ~ 1ITTfi<IT ~ ~-q T@ ~ ~ ~f..qfe1a ffi'q q;) '-;r ~ ~311 ~ ~ 
61-f1q1R,ta ffi<q' (unrealised profit) ffl ti 

http:Olf"lf<.1d
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';f° ~ ~ ~ cn1' '1l1J'AT (Calculation of Unrealised Profit) 

~ ~ ~ ~ <tl 1'fO'Rl ~ ~ ~ w q;) f.i.;f >lcfil{ ~ cfi"vl1 ~-

1. ~ ~ lffl cfi ~ ~ ~ -qeJ -q clR-clR ~-<WT (Total), ffilTo (Cost) 
~ ~ (Profit)~~ ti 

2.~«tt~~~~~~lffl<tl~~-q~<tl~~ 
"lleJ -q ~ ~ ~ i1 

3. ~ lffl "<tl ~ "lleJ -q ~ ~ q;) ~ ~ ~ ~ ~ <tl ffil@q ~ 
~-11~ ~ ~ ~ fi ~ ~ cfiT fl ffl'-q ~ ~ "Bcfil 

3lo: ~ ~ <tl ffilTo <tl 1'fO'Rl f.i.;f ~ cfi &TU <tl ~ ~ t-
Cost of Stock 

Total of Cost Cohmm before Closing Stock Val fCl . S k 
= ------------'--- x ue o osmg toe 

Total of Total Colunm before Closing Stock 

4. ~~&TU~ ~ ~ cfi ~ ~ -q ~ ffilTo cfiT ~ ~ -q ~f'"'lfo:kt ~ 
~ F: ~ (unrealised profit) <tl '1m cfiT ~ , (profit)~ ~ -q ft::R§r ~ i1 3ffl: 

Unrealised Profit= Value of Closing Stock - Cost of Closing Stock. 

fz~fottif-1. ~ ~ <tl ffilTo ~ ~ ~ ~ ~ ~ ~ ~ ~ qi"f 

~ ~ ~ -q"{ ~ l'Ffl t 3l'ffil ~ ~ 1:iT ~ ffilTo -q"{( ~ qi"f 'l~iq;1 ~ ffilTo 

~ -q"{ ~ l'Ffl t "3"m ~ ocfi <tl ~ cfi <Wf "q ~ ~ ~ q;) ~ "lleJ -q ~ ffil@ 

<tl 1'fO'Rl «ti ~ j, 
2. 31~lll ~ ~fdl~{UI cfi ffl'-q ~ 'E411'i<:lcifi ~ WfT ~ ~ c"IT'll qi"f JITTlffl 

ffil@ ~-q"{ ~ t 1:11 E!~l~{Uf ~ -q"{I 
(i) ~ ~ qj"f >lfimo ffilTo 1Fi-q"{ ~tor~ <tl 1'fO'Rl R9 WI &TU <tl ~ t-

. Total of Total ColWTU_1: after Closing Stock x Rate · 

100 

(ii) ~ ~ qj"f JITTff@ E!~l~{Uj ~ -q"{ ~ t ell ~ «ti 1'fO'Rl R9 WI &:RT <tl 
~t-

Total of Total Colwm after Closing Stock x Rate 

100 - Rate 

Illustration 23. ~ SO-s<R._tl ~ <tl ~ ~ -q "Q;cifi" m cfi ~ it clR 
fqfli...., .>tfsti-.,4· ~r *' ~ ti '--;r.' Jtfs:fi<:il ~ -..,-,.~,i ~ ~ ~ "ffiTRf -q"{ 25% ~ ... '1-$<r.{ 

~ ~ ~ t cltTT ~ ~ qj"f ~ 'am:'~ q;)~ 31fmt-q"{ ~ ~~ t, 
Rfitl ~ ~ ~ · -q"{ ~ '31R' ~ q;) 2s% ffil@ -q"{ ~ ~ m ~ ~ * 
3Rtfui ~ ~ t1 R9 fercRun' ~ ~ lffi ~ Afire ~ WRIT ~I ~ ~ -q 
~ qi"f 'l~icfi1 1iR ffilTo -q"{ ~ l'Ffl t, . 

Process P Process Q Process R 
~ ~ ~ 

• lll'lJft (Materials Consumed) 14,000 21,000 7,000 
~ (Labour) 21,000 14,000 28,000 
~~(Closing Stock) 7,000 14,000 21,000 

f.rti:rn ~ qj"f ~ ~ 14,000 ~o qj"f f ~ irlf "ti@ cfiT 1,26,000 ~o -q ~ ~ 
~ l'Ffll ~-ffi lffl cfi ~ -q ~ sifR cfi @Q, cll~fctcfi ~ ~ cfiT ,:ft ~I 



Solution. Process 'P' Account 

Particulars Total Cost Profit Particulars Total Cost Profit 

' ' ' ' ' ' To Materials 14,000 14,000 - By Transfer to 35,000 28,000 7,000 
Process 'Q' 
Ale 

To Wages 21,000 21,000 -
Prime Cost · 35,000 35,000 -
Less : Closing .(7,000) (7,000) -

Stock 

28,000 28,000 -
To Profit& 

Loss Ale: 

(Profit 25% 7,000 - 7,0002 

on Cost) 

35,000 28,000 7,000 35,000 28,000 7,000 

f!oift114f-I.~o<Rr~~~q;)f~~t.~~~-q~ 
cttq;)'{m ~ff'ff~d ~M.a«t: ~~cf>1ffil@1Rm~~t, 

2. ~ -m1t cfiT Jlfcmd' ~ 1R ~ it m f.!i;r WI IDT! -m1t ctt lJl1AT ctt ~ t
Total of Total Column x Rate 

100 

28,000 X ~ = f 7,000 
100 

Process 'Q' Account 

Particulan Total Cost Profit Particulan Total Cost Profit · 

' ' ' ' ' ' To Tr. from 35,000 28,000 7,000 , By Tr. to 70,000 50,400 19,600 
Process 'Q' Process 'R' 
Ale I 

I 

Ale 

To Materials 21,000 I 2},000 -
To Wages 14 000 14.000 ~ 

Prime Cost 70,000 63,000 7,000 

Less : Closing 14,000 12,6001 1,4002 

Stock 

56,000 50,400 5,600 

To Profit& 
Loss Ale 

(Profit 25% 14,000 - 14,000 
on cost) 

70.000 50400 19,600 70.000 50 400 19 600 ·-
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Notes : l. Valuation of Closing Stock at Prime Cost : 

Total of Cost ColWllll before Closing Stock x Value of Closing Stock 
Total of Total Colwnn before Closing Stock 

= 
63

•
000 

X 14 000= f 12 600 
70,000 ' ' 

2. Unrealised Profit= Value of Closing Stock - Cost of Closing Stock 

= f 14,000- f 12,600 = f 1,400. 

3. Profit= Total of Total Column after Closing Stock x Rate 
100 

=56000x~= f 14000 
' 100 ' 

Process 'R' Account 

Particulan Total Cost Profit Particulan Total Cost Profit 

' ' ' ' ' To Tr. from 70,000 50,400 19,600 By Tr. to 1,05,000 68,320 
Process. Finished 
'Q'Nc Stock Ne 

To Materials 7,000 7,000 -
To Wages 28,000 28,000 -

I 

Prime Cost 1,05,000 85,400 19,600 

Less: (21,000)1 (17,080 1
) 1(3,9202

) 

Closing Stock 

84,000 68,320 15,680 

To Profit & 
I 

Loss Ne . 
(Profit 25% 21,0003 21,000 
on Cost) 

1~~.000 68,320 36,680 1,05,000 68,320 
~ 

Notes : 1. Valuation of Closing Stock at Prime Cost : 
Total of Cost ColWllll before Closing Stock V l fC.l · S k ------------"----X a ue o osmg toe 
Total of Total Colwnn before Closing Stock 

= 
85

•
400 

X 21 000 = f 17 080 
1,05,000 ' ' 

2. Unrealised Profit =· Value Closing Stock - Cost of Closing Stock 

= ,21,000-, 17,080= f3,920. 

3. Total of Total Column after Closing Stock x Rate 
100 

25 
84,000 x-= f 21,000 

100 

' 36,680 

36,680 
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Finished Stock Account 

Particulars Total Cost Profit Particulars Total Cost 

t ~ t . t ~ 

To Tr. from 1,05,000 68,320 36,680 By Sales Ale 1,26,000 59,211 
Process 
'R' Ale 

Less: (14,000) (9,109) (4,891) 
Closing Stock 

91,000 59,211 31,789 

To Profit & 35,000 - 35,000 
Loss Ale 

(Bal fig.) 

1,26,000 59,211 66,7893 1,26,000 59,211 

Notes: l. Valuation of Closing Stock at Pirime Cost: 
Total of Cost Column before Closing Stock Val fCl . S k ------------- x ue o osmg toe 
Total of Total Column before Closing Stock 

= 68
•
320 

X 14 000= f 9109 
1,05,000 ' ' 

2. Unrealised Profit= Value of Closing Stock - Cost of Closing Stock 

= t 14,000- t 9,109 = t 4,891. 

3. Actual Profit to be taken to Profit & Loss Ale= t 66,789 

$4 ~c.11 ~ ~&icfi., if~ aN I<~., 
I (Equivalent Production in Process Costing) 

Profit 

t 

66,789 

66,789 

~ "ffiT@ ~ ~ ~ ~ <fi cfiT{1JJ ~-f.!fifu 1:JR'II cfiT m ~,q,fqcfi ti 
~-f.ffem ~ 'cfi"I 4i(-<.licfi-1 ~ ~ 1l_cf ~ ~ ~ ~ ffl t ~ ~-f.lffla ,:m;J ~ 
~ ocfi ~ ~ ~ t, ~ ~ ~. ~ ~ <fi 1're: ~-f.!fifu ~ q,l 1l°@l <fi ~ 
<fi 3lTtITT ~ ~ f.!fiIB ~ ~ ~ ~ ~ ti m ~ ~ ~ ~ ~ 
(Statement of Equivalent Production) 'ifW.11 ,if@J f 1 

~~~~~~~~~~m~t.~~"ffil@cfil~ 
~ (Statement of Cost) m ~ ,if@J t, "ffi1@ ~ fqq(Oj -q;r ~ 'SI@ ~ "ffi1@ ~ "ffiT@ <fi 
fcu,r-;r 'ffi'€f, ~~, sw:r V:ci aqf{oq4 <fi ~ 'tR ~ ~ \ilffi f I "ffiTRf <fi ~ ~ <fi 1ITTf 
~ "ffiT@ ~ q,l ~~'SI@~ "ffiT@ ~ ~ ~ ,if@J t, 

"ffiT@ <fi ~ ~ ~ ~ ~-f.!fifu ~ cfil '{('-(ticfi-t ~ ~ t, 3Wf-f.!fifu ,:m;J 

<fi ~ ~ ~ qf{f~RMi m 'Wflffi i, -m f.19 JlcfiR f-
(i) ~ cfff,~ fcfffl <fi JfRPq ~ ~-f.ffem ~ cfil ~ m 1 m ~ ~ ~-f.!fifu 

~ cfiT 3IRfl, m m, 
(ii)~ cfff131ef'Ef fcfffl <fi ~ ~ 3Rf, ~ ,q; ~-f.!fifu ~ cfiT m m1 
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(Valuation of Work-in-Progress in the First Situation) 

~ qf{ffiq@ -q q'tf/3fcll1l f<mlf ~ 3Rf -q ar.t-f.ffira ~ cfiT ~ ~ i1 a:IB: ~ ~ 
~ • f<li ~ ~ ~ 1l_U@T cfiT cp:JT ~ t, 1l_UTaT ~ ~ ~ m ~ GfTG ar.t-f.fftfo ~ 
cfil l17f ~ ~ -qftqfifu ~ ',jf@'f ir 

ar.t-f.ffitcr lfRrf 1R 1{0fm cfiT ~ """f.l-A"""f('f=f&-a ~ ~ wn ~ ~ i-
(i) ~~*·~(ii) ('fJlIB ~ ~ m<:l ~ ~ 11~-11~1 · 
~ 1l_U@T cfil~ ~ ~ * ~ lplf t m ar.t-f.ffifo ~ cfil ~ ~ ~ -qut 

f.lfim ~ -q-qftcmfu' ~ 'wrr ~I d~l~(Oll?:f, ~ ~ -q "mtrnl, l3"l1l q 3qf<oqqf cfi1 ~ 
49,000 ~o t, cfif ~ 3Rf -q 4,800 ~ 1'1f f.ffira f o2TT 200 ~ ar.t-f.lfim t f-iA '9'< 
"T1@T cfiT ~ 50 "5IRmcr ti~ fi::tlmJ -q wti~ ar.t-f.ffira ~ cfil 'T1f ~ ~ ~ 
~ ~ ffll ~ 3r.t-f.ffira F' '9'< 50 "5IRmcr ffl m ~ i 3'.fcf: ~ l:l'RT ~ fcli 
it 200 ~ 1 oo 1l11f f.fftfo ~ l 200 x 

1
: )~~ti q'lf * 4,800 ~ -qrn ~ m 1l11f 

f.ffira f ~ 200 awf-f.rfifu cfil I 001J.Uf f.rfifu ~ ~ llR ~ TT<R f 1 3'.fcf: qtf -q 'T1f ~ 
cfiT <WT 4,800 + 100 = 4,900 ~ m1lT ~'Sf@~~~ 49,000 ~o + 4,900 = IO ~o 

'Sf@~ ffll 3r.t-f.ffira ~ qi) 'l~ic:fi1 1,000 ~o (100 X 10 ~o) ffll 
~ ar.t-f.!fifu ~ -q ~ tfiT ~ (1jlRf ~ f1A-f'IF'I ~. ~ "mtnft, Wf q 

~aq""'-fl=oq,...,.qf ~ ~ f1A-~ ~ Tf<R t m ar.t-Rftfu ~ cfil 1{11f f.ffira ~ ~ ~ 
'41tefftra ~ ~ ~('fllIB ~ ~ lR ~ ~ 1l_UTaT ~ ~ ~ ~ 11~-11~lJURT cfil ~ 
i ~ 1 ~ ~ ~ ~ ~ ~ ~ ~ 'q;J (Statement ofEffective or Equivalent 
Production) m ~ ,if@l i1 

Illustration 24. R1-1R:if&a ~~ 3Wlcfil ~ ~ 'ci,1 lJURT, ~-f.!fifu cfiT<f cfiT 
~ ~ ~ffiol m ~i-

Process Costs : Raw Material ~ 50,000, Labour ~ 27,000 and Overhead ~ 18,000. 
Input 10,000 units . 
Transferred to next process 8,000 units. Incomplete units 2,000. (Completed 100% 

for material and 50% each for labour and overhead) 

Solution : (a) Statement of Equivalent Production 

Particulan Units Material Labour and Overhead 

Completion Units Completion Units 
nercentaee oercentaee I 

Tf.3Il8ferred to . 8,000 100°/c, 8,000 100% 8,000 
next process 

Incomplete Units 2 000 100% 2.000 50% 1 000 

10 000 10.000 9000 

Statement of Cost 

Element of Cost Amount Equivalent Production Unit Cost 

~ (units) f 

Material 50,000 10,000 5 
Labour 27,000 9,000 3 
Overhead 18.000 9,000 2 

95 ooo l 10 
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(b) Valuation of Work-in-Progress 

Material . 2,000 x 5 = I 0,000 

Labour 1,000 x 3 = 3,000 

Overhead 1,000 x 2 = 2,000 

15,000 

1 c) Process Account 

Particulars Units Amount Particulars Units Amount 

t ~ 

To Material 10,000 50,000 By Transferred to 
next process 

To Labour 27,000 (8,000 X 10) 8,000 80,000 

To Overhead 18,000 By Work-in-Progress 2,000 15,000 
ale 

10,00<? 95,000 10;000 95,000 

~ q-f.lfthr im;r en, SAl<~cfi ~ ~ ffl ~ ll'm't° 
(When Opening and Closing Stocks of Work-in-Progress are given) * ~-f.!fira ~ qi} 5U(f--'1q, l{cj ~ ffi Wf! 1'fll'I t "ffi Sll(f'""lq; ~-f.rfiffl ~ ~ 

· ffi ~ ~ ~ ~ ~ ~ t« f.1¥-if~Rsid ~ fct'~ ~ ~ Ffim ~ ~ ~ ~ ~ 
~t- . . 

(A) a~~ (Average Cost Method) 

. (B) ~ 3Wllr-rffiwf1:R~·(FIFOMethod) 

(A) atn:@'~'ftri1f (Ave111geCostMethod) . . · . . 

~ ~ ~ 3RP@ ~ ~ ctft lfO'AT ~ ~ Sll(f'""lq, ~-f.!fira ~ ~-iiv@J ~ 
~ ~ ~ -q -;rtf ffll ;;nm t, ~ 31Rl1f ~-f.!fira J:/1'8 ~ iiu@T. ~ ~ ~-~ -q "(lg'f 
,if@l t, . ; .. :' . , . . .. 

lffi'f ~ ffi11cf ~ ~ cfi'R ~ ~ ~ ~ ~ ~ ctft ~ t ,, ~ qf{ -q 
~ ~ ~ fcf;"q ~ ~ -q Sll<fli1q; 314f-f.!fira ~ ~ Rlff1JT ~ fcf;"q ~ ~ cfiT ~ 
~~~ctft~t, ~~-q~~~qif 'EWl~)ffit ~q;,{ clJTT(f (~ 

~ ~ rnql ~ 3Tjm<) ~ ~ RillT ,if@l t, . 
Illustration 25. R'-1f~f&d ~ ~ & ~ ~ ~ ~ ~~(qi') ~ 

~ ~ 'tf5f, (ii) ~ qif ~ ~ no ~ w-11 ·· 
Opening Stock : 40,000 Units; Material t 9,000; Wages i 2,600 and Overhead 

t 1,600. ~ . 

Units Introduced : 1,60,000 V'nits; Material ~ 37,000; Wages t 18,400 and 

. Overhead t 12,400. 

During the perio~ 1,20,000 units were completed and transferred to Process II. 

Closing Stock: 80,000 units; Material (100%); Wages and Overhead each (25%). 
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Solution: (a) Statement of Equivalent Production (Average Cost) 

Particulars Material Labour and Overhead 

Units Completion Units Completion Units 
oercentaee oercentaee 

Transferred to next 

process 1,20,000 100 1,20,000 100 1,20,000 

Closing W.l.P. 80,000 100 80000 25 20.000 

2.00.000 2 00000 140 000 

(b) Statement of Cost 

Particulan Material Labour · Overhead 

f 
Current Cost 37,000 

Add : Cost of Opening WIP 9000 

Total Cost (a) 46 000 

Equivalent Production (b) 2 00 000 
Cost per unit (a+ b) 0.23 

Material 
Labour 
Overhead 

Valuation of Closing Work-in-Progress 
80,000 units @ Re. 0.23 per unit = ~ 18,400 

20,000 units@ Re. 0. 15 per unit = ~ 3,000 
20,000 units @ Re. 0.10 per unit - , 2,000 

Total ~ 23,400 

(c) Process Account 

Particulan f Particulan 

~ 

18,'400 

2 600 

21 000 

1.40.000 
' · 0.15 

To Opening Stock 13,200 By Transfer to Process II 
To Material 37,000 By Closing WIP -
To Wages 18,400 

To Overhead 12.400 

81.000 

(B) ~ 3TitTIR~ f.lafzr:f ftnti (FIFO Method) 

~ 

12,400 

I 600 

14 000 

140 000 

0.10 

' 57,600 

23,400 

81.000 

~ ~ c6" 3Rf1IB ~ ~ .tl 1'fO'A1 ~ ~ -su~<fi:"":q~.., a,.d-f.rtira l{@ c6" ~ c6" 
~ ·lR 3IBTT~ ~~,if@Jt ~ ~-RPral{ffi ""'1 ~ f.rtira l{@"q~ <fiB¾ ~ 
~ ""'1 31Ttnt ~ \jj@J t mrctiT ~ ~ qtf -q fct,qJ \jj@J t1 d~lf!{Ulltf, a,.d-f.rtira 
l{@ <fil Sll<fAlq, ~ c6" ~ -q 5,000 ~ ffl f ~ lR minfl <fil i:r@T qiT ~ 1 OO·Jl'Rmo 

. oYU JJl'l{· ~ d4R6cl4 q' ~ ~ qiT 140 JITTl'ffil' t1 ~ SIRfAlq, ~ lR ~ <fil ~ c6" ~ · 
-ffl oq-q m ~ '-'T ~ 100 JITTl'ffil'·l@ qtf -q fct,qJ -ffl' ~ t ~"a;{~ lR "ffll1m qiT ~ 
qtf -q ""'1l oq-q ~ ltTm ara: si1<fhl"' a,.d~f.ffira ~"11~41· -qi) 1f1f ~-q ~ qi{ij ~ 
~ 31q1 ffl ~I "{m "SfqiR JJl'l{ ~ aqf<oqq1· "'1 ~ c6" ~ l@·qtf-q 40~ ffl fct,qJ . 
-ffl' ~ t ~ 6011'Rmo ....-r4 ~ qtf-q~ ~, ~: JJl'l{ ~ aqf<oq4 -q ~ ~ ~ ~ 
~ ~ <fil l111AT c6° ~ 5,000 X ~ = 3,000 ~ 'J!'Rt ~I 

100 · 
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1r'f f.ffifu ~ 31Rfll ~-f.ffifu ~ct wq ~ ~ ~ ~~ m ~ ~ ~ 
ffl ~~ct ~ lfO'Rl cf>1 ~I 

Illustration 26. R'-1k1forn fcrcRun ~ ~ 3lJTJlR ~ f.rf1:R ~ct~ -q-{ ~ 
~-( 3T) ~.~ cfil ~ "tf51', (af) "ffil@ cfil~ ,r,r, ~ (~) ~ "fflffil) 

(a) Opening Works-in-progress 

Material (100% Complete) 

Labour (60% Complete) 

Overhead ( 60% Complete) 

(b) New units introduced in the process cost for the period 

Material 

Labour 

Overhead 

(c) Closing Work-in-Progress 

Material ( 100%) 

Labour (50%) 

Overhead (50%) 

t 
2,000units 

t 7,500 

t3,000 

t 1,000 

8,000units 

t 1,00,000 

t78,000 

t39,000 

2,000units 

Solution : (a) Statement of Equivalent Production (FIFO Method) 

Particulars Units Material Labour and Overhead 

o/o Units % 

OpeningWIP 2,000 - -

Fully Processed 6,000 100 6,000 

Closing WIP 2,000 100 2,000 

10,000 8,000 

(b) Statement of Cost 

Element of Cost Current Equivalent Production 
Process Costs (Number of units) 

t 
Material 1,00,000 8,000 

Labour 78,000 7,800 

Overhead 39,000 7,800 

Valuation o~ Closing Work-in-Progress 
Material 2,000 units@ t 12.50 per unit = t 25,000 

Labour 1,000 units @ t 10.00 per unit = t 10,000 

Overhead 1,000 units @ t 5.00 per unit = t 5,000 

t 40,000 

Units 

40 800 

JOO 6,000 

50 1.000 

7,800 

Cost per 
unit 

' 12.50 

10.00 

5.00 

27.50 
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'c) Process Account 
Particulars Units Amount Particulars Units Amount 

~ t 
To Opening WIP 2,000 11,500 By Transfer to next 

To Material 8,000 1,00,000 process 8,000 1,88,500 

To Labour 78,000 (Balancing Figure) 

To Overhead 39,000 By Closing WIP 2 000 40,000 

10 000 2,28 500 10.000 2.28 500 

~oi;.tf.:dcfi ~ (Theoretical Questions) I 
11:j" ~R\Hg dfttl4 ~ (Very Short Answer Type Questions) 
1. ~ qfo5ziziicfi1 ~ ~ 3Tiffi t? 
2. ~'ffil@~fclftlqi]~~~~~cfi~~-q'{~"<tt'ffil@ 

Wofflcfi~~~t, 
3. 3lRfll ~ ocli cfi ~ ~ o'ltT ~ ~ 'ffil@ q;) 1%"ff ~ -q' µji11-:aflct ~ 

~t? 
4. ~ 1U'q -a-m cfi ~ ~ ~ ~ 'ffil@ ~ fclftl ~ ~ t, 
5. ~-q'~m1Tificfi~ ~<U ~cfi~~q;)~~-q'1%"ff w-q' 

~~t? 
6. ~ ~ "4"{ c:11{-<lfcjcfi ~ qi] ;mt"~~ Jlcti"l ~ t? 
7. 3H111-ll..q iifqtf' ~ ~ 3Tiffi f? 
8. 3H·tl'il..q ~ o'ltT 3Hlll-ll..q ar,,ra cfi ~ qi] 31mR"l_(f ~ ~I 
9. ~ ~ cfi ~-q'{ ~ ffl ~ <fi1 ~ t? 
10. ~af'<@cfi~-q'{~~~<tt~t? 
11. ~aF<ra"<ttW!l"ffi~~~~"cfilsR:;ffl-q'{~~~ma\t? 
12. 3H-tll-ll..q ~ l§ffi cfi ~ "cfiT ~ liffi ~ µi1.::11-:afld fcfi<U ~ t ? 

~ ~ dft:64 ~ (Short Answer Type Questions) 
1. JITTfi"ZIT 'ffil@ ~ fcn~ "<tt ~ ~I fq~,mj~ ~I 
2. JITTfi"ZIT 'ffil@ ~ cfi ~ ~ ~ qi] ."c:11'R ~I 
3. ~ 'ffil@ Rffl fcn~ o'ltT t.t;, 'ffil@ ~ fclftl ~ ~ 3RR ~I 
4. JITTfi"ZIT 'ffil@ ~ qi] ~ ~ ~,, 
5. 3H-tll-ll..q ~ o'ltT 3-tflll-11..q ~ ~ ~ 3RR ~I 
6. 'ffil@ ~ ~ ~ ~ "<tt ~ ~ "cfiT ~I 
7. JITTfi"ZIT X ~ I 0,000 ~ 2,00,000 ~o "<tt m1Tifi 'ffil@ -q'{ sR-R lJ<n o'ltT ~ ~ ~ 
~ q aqfloq~· 1.J\ ~: 3,00,000 ~o q 1,70,000 ~o ~ ~I ~ ~ 5% 
~ ~ l'J'llll ~ "cfiT 10 ~o JI@~ -q'{ ~ \ilfflT f1 V~ 1.11{-<!Mcfi ~ 9,400 

~fm~~"<tt~o'ltlo-lcfiT~"i@~I 
[Answer: Abnormal wastage units 100 and t 70 per unit] 

8. JITTfi"ZIT ~~ ~~t? 
9. 3RR-~W'.{~ajt? 
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l 0. f11-1fc-tf<s1d ~ ~ ~ ~ cfi«it f? 
Abnormal Effectives ale Dr. 

To Normal Wastage ale 

II . ~~~-~~a:RR~I 

12. ~'ffil@~~~t? 
13. f1'-1R-lffild ~ail'~~~ lg@'f n"1 ~ lfiffl lg@'f ~ ~

Normal wastage 190 units @ f 2 p.u.; abnormal effectives 40 units valued at 
f 2,000. 

[Answer: ~ 80 transferred from normal wastage to Abnormal effective ale; Balance 
of Abnormal effectives ale. f 1,920 transferred to Costing P & Lale.] 

14. HJ.-.Jifcfid fclc.RuTI ~ ~ afi@~ ~ ~-· 

Transfer from I process 1,000 units @ ~ 9 per unit 

Material used 

Labour 

Overhead (Factory) 

Actual output 

Normal loss 10% of input sold at ~ 2.50 per unit. 

~ c4{1Pttd ~ (Objective Type Questions) 

(I) ~~~ (Select Best Alternate): 
1. 'lffiq' ~ ~,pt ~ ~ -en llT1<f <fi«it t m ~ cfi ~ ti{ t = 

(a)~ (b) ~ ~ 
(c)~~ 
2. ~ m -m 'Slfu ~ 'ffil@ ctit ~ ~ <fi«it t : 
(a) 3l~l'il-<l ffi (b)~ ffi 
(c)'51ll'J"CI ffi (d)~~ <fiW~ 

3. The monetary value attributed to normal losses in a process should be : 

' 13,000 

3,750 

1,500 

l,500 

920 units 

(a) A share of the process costs according to the stage of completion of the losses 

(b) A nil value with no other monetary adjustments under any circumstances 

( c) A full share of process costs on the same basis as good output 

(d) A nil share of process costs which have been reduced by the scrap value of the 
normal loss. 

4. ~'ffil@~~.'Slfu~fflTTif~~i@tt: 
(a) -~ ffi cfi cfiROT (b) 3l~l'il-<l m cfi cfiROT 

( c) ~ afi«f cfi cfiROT ( d) 31<-11'11-<l ofi@ cfi cfiROT 

5. An abnormal gain in a process occurs in which of the following situations : 

(a) When actual losses are greater than the normal loss level 

(b) When costs are reduced through increased machine speed 

(c) When actual losses are less than the normal level 

( d) When the process output is greater than plan. 
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6. ~ JITTfi<iT * 3,ooo ~ WTTl ~ t v:ct ~ m 10% t, ~ JITTfi<i1 ~ f-1fim 
~2.no~tmm: 
(a)20~cfil~ffl (b)20~~~ 

(c)~~~~ 
7. Where process scrap is re-cycled for use in conjunction with new material as well as 

being sold externally, which of the following is most likely to be the value at which it 
is debited to the process. 

(a) At the same price as it is sold externally 

(b) At the cost of normal losses 

(c) At the cost attached to abnormal losses 

(d) Nil value. 

8. 80~7:fi'~~cfil~"ffil@400ffl~,"ffi' 5~7:fi' &lfll'll-4 ~cfil 

~m= 
(a) , 25 (b) , 1 

(c)~~~~ 
9. ~ JITTfi<iT -q' 6,000 ~ 6Tffl ~I~~ 5% fl~ &lel'll-4 ~ 100~ 

il'.m~~~m? 

10. 

11. 

12. 

13. 

(a)5,600~ 

(b)5,705~ 

(b)5,845~ 

(d)5,800~ 

Which of the following is the most appropriate basis on which to apportion the costs 
of process D to joint products X, Y and Z, where X is a liquid, 'l a solid and Z a gas ? 
X and Z must be further processed before being in a saleable state whereas Y is sold 
without further processing. 

(a) Physical units 

(c) Final sales value 

(b) Sales value at separation point 

(d) Notional sales value at separation point. 

The use of the physical units basis for the apportionment of process costs to joint 
products will give an unacceptable stock value for one of tlie joint products : 

(a) Because the profit percentage is lower than that of other joint products 

(b) Where the stock value is greater than the sales value at separation point , 

(c) Where the amount of further processing varies from one product to another 

(d) Where the joint product in question requires no further processing. 

Which of the following is a by-product ? 

(a) Sawdust sold by a timber company 
(b) Metal trimmings sold to a scrap metal dealer 

(c) Glue made from residual fluids in a chemical process 
(d) Fabric off cuts sold by a cloth manufacturer as industrial rags. 

The most likely accounting treatment of a by-product is : 

(a) Reduce the costs of the process in which they by-product arose by the amount of 
net profit earned by the by-product 

(b) Charge the by-product with a share of the costs of the process and match this with 
revenue earned to give net profit 
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14. 

(II) 
1. 

2. 
3. 
4 . 

5. 
6. 

7. 

(III)_ 

l. 

2. 
3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

( c) Ignore any costs incurred converting the by-product to a saleable state and credit 
its sales reverse to profit and loss account 

( d) 'Jreat it on the same basis as a joint product. 

Which method of accounting for by-product allocates a portion of joint costs to the 
by-product ? 

(a) Net realizable method (b) Reversal cost method 

(c) Both (a) and (b) (d) None of the above 

[Ans. 1. (a) 2. (a) 3. (d) 4. (a) 5. (c) 6. (b) 7. (a) 8. (a) 9. (d) 10. (d) 11. (b) 12. (c) 13. 
(a) 14. (c).] · 

ftcffl ~ c6Tiiftf ~ (Fill in the blanks) : 

'qR * cfilTT ~ ~ ~ ...... : ..... * ~-;jf@f i1 
~~,~ri~ ........ .. .. w-qfffim-;;mrrt, 
~ ~ ffi ... ......... qi) iH<fh111:<1 cfi1 ~ i1 

~m~~~~~mq'RwftffiTIB ............ ffiTIB~t1 
3HMl-4 ~ m it ~ \Tm ············ ri * ~ q,l -;;mfl ti 
\ifGf ~ if qi «tRicfi m, ~ m fl a:ff~ ~ t m -ey,) ~ ~ ~ 3Fffi: . .... ..... . . 
"cfi6ffiffii! . 

\ifGf ~ * cl1Rtfc1cfi m, ~ m it~ mill t m ~ ~ T{Ul ~ ,,F(T{ .... . ... . .. . 

"cfi6ffiffi t I 
[Ans.1.~W,2.~1 3.ffil@~-ffi~, 4.~,5.~~,6.~ 
~, 7. 3Hll41-4 dli:ldl] 

~ rct, f.t..., ~ f&a <fi?.R • ~• f 311l?ff '~• : 

~ ffil@ ~ R@-~ "3fflTT if ~ ~ i1 

~ ffil@ ~ ~ "3fflTT -q m M ~ ti 
~ m ~ ~ ctt JI@~ ffil@ qi)~~ ti 
~~<fiW•~~~mcITI 
3l~ltfl-4 m ~~-qt Jf'll'lq ~ i1 

Abnormal gain should reduce the normal loss and balance is transferred to costing 
profit and loss account. 

~~~~~"fl'tfR~i1 . 

~~~~if~ 3Fffi: mm ti 
~ ~~ ~ q ~if~~~~ ffi 'qt Jf'll'lq &Tffiff t i 
~ ~ <llRtfctc:fi ~ -q ofqi "11 ~ t 31ajq_ ~ 3lm ~ ~ ~ ffll 

[Ans.~: 2, 4, 8, )O; ~: I, 3, 5, 6, 7, 9.] 

~ cft'd d+lfl~ ~ (Long Answer Type Questions) 

I. ~ ffil@ ~ <fil lITT:'tU'fl ~I~ WfiR ~ ffil@ ~ ~ ~ ~ ~ 
qUR ~ o'fl ~ ~ fct~~dl~ ~I ~ Wf.f ~ WfiR ~ ~ -q ~ mill 
t? 

2. ~~.~~otfl~~"c:fil~l~Wil'~mYf~ 
o!fflRM~i? 



~~~ /161 

3. 3RR ~ ~ cfi ~ cfi1 ~~I~ WfiR: cfi ~ q;r W~ ~ ii 
~wm:~M'1fTffit? 

4. ~~cfi~o~~~q;rq"Ufi~, ~

(i) ~ ~ ~ -q f.ffira ~ q;r ~ "t, 31~ 

(ii)~ Wtcfl1f-{~ ~ ~11HlRcl ~ 3ll{ ~ ~ cfiT"Rfq; t, ~ fi [Q: 1% 
~~ii~~*~~ ~fifi<TT -rm t, 

5. qffiUT • -~ fifi 31111 ~ ffil@: ~ ii f1"ifclfoicl ~ cfi "Bl~ ~ ~ 
ffl-(i) ~ ~ ~ ~ ofqff, (ii)~ ffiT@ ~ f'l'.Fl-f,,.;f ffil@, (iii) 
~: ~ffi'lll 

6. R"if("!foM ~ W8:'f(<f R:o:ifo1<1i ~-
(i) Loss in weight(~ ii ffl), (ii) Valuation of wastage(~ q;r ~(rllicfi1), (iii) 
Reverse cost method (~ l-W@ fclffl), (iv) Provision for unrealised profit on 
stocks(~~ 1 ~ [Q: 'ffi'1 cfi ~ ~); (v) Joint product and By-product 
(~~~lftul~)I 

7. ~~~TI-~ cfil "t!R'ITI"'lT ~~~~I TI-~ cfi1 fclf'l'.Fl 
~ ~ q;r zj~ "qi cfUR ~I 

8. "(%. ~ ~TI-~'q3T-'ffi:~1$~·ii·"ffil@·cfi~ 
cfil~cfil~mITTr~I 

9. . Ci) ~ ~~cf;~ cfil ~ ~ w~ <lih-m t? 
(ii) .~~TI-~~~~I 

10. ~WiiTI-~<1)-~cfilfclf~cfi'TcfUR~l ~~~I 

I ~lc4t\lf<cti ~ (Practical Questions) [ 

1. "(%~'ffi";f~31Tii~~~iom~JITTfi<TTq;r~~~tfi 
~~~mt, ~JITTfi<TT ii 31m am~~ ~"1"@t ti ~,2019 
cfi ~ ii ~ ~ cfil 1,000 ~ f.i1-1ft-1f&c1 oq-q ~ ~ cfil ~ -

Process A Process B Process C 
t t t 

Materials 20,000 16,000 8,000 
Labour 16,000 24,000 12,000 
Overheads l 0,000 8,000 4,000 
10,400 ~o ~ ~a.-f olflf l3ll:i l-W@ cfi 31Ttm: ~ ~ m ~ ti ~ cfi 
~ 12,800 ~o cfil ~ ~ ~ ~ ~• <ii1 ~ cfil lltl ~ JITTficTT <ii1 
~ ~ "ffilf(f r~@1a [Q: JITTficTT l,Tl@lg@ ~ ~ 3lRfq «f{ ~ f.!ftfo ~ cfil ~ 
l-W@ ~ ~I 

[Answer : Process A-Cost per unit t 62; Process B-Cost per unit t 114.80; 
Process C-Cost per unit t 141.20] 

2. ~ cfi1 "(% ~ ~ 'ffi";f ~ail'~~ i I ~, 2019~ii6001Tm' _, 
~ cfil lltl l-W@ 'ffigl ~) ~ f.11-1fc:.1f©ct ~ W-R ffl i-

Process X Process Y Process Z 
t t t 

Materials 7,800 4,000 3,000 
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Labour 
Direct Expenses 
Cost of bottles 

6,000 
1,200 

5,000 
400 

4,060 

4,600 
1,000 

Cost of corks 650 

~ <ti" ~ ~~ o!l<'.I 7,800 ~., ~I JITTfi<U ~ it ~-~ 480 ·~o it ~ TJ1lfl 
JITTfi<U ~it~ 270 ~o it~ Tf1lfl ~ JITTfi<U <ti"~ it~ >I@~~ 

ffl1@ ~ ~ ~ k ~ ~ f.ffera ~ cf,1 mim '1ft ~f 
[Answer : Cost per gross of bottles-Process X , 30, Process Y f 55.80; and 
Process Z f 74. 60.] 
(Hint: Indirect expenses have been allocated in the ratio of labour cost) 

3. JITTfi<U ~· ~ ~M4f-€ltt f.p:;{ fcrcRun' ~ 3l~i'114.I ~ ~ ~ ~ 6Fl' ~ 
~-
(i) Input 2,000 units at the cost of f 40,000 (~ 2,000 ~ 40,000 ~o cfi1 
ffl1@1R) 

(ii) Labour and Overhead cost incurred in Process f 16,400 (Jffifi<U it ~ cf .aqR.oq(l 
ffl1@ o!l<'.I ~ 16,400 ~ 0 ) 

(iii) Nonnal wastage(~~) 10% of input 
(iv) Scrap value per unit of wastage f 12 (~ cfi1 >I@~~~ 12-!io) 
(v) Actual wastage ( 41(-<ffqcfi ~) 120 units 

[Answer : AbnonnaJ Effective 80 units @ f 30], , 
4. ~ ~ it 1,200 ~o ~ cfi1 80 ~ ~ TJ'(1 lffifjqf 'q 3l@Rc@' <fFi 'ciq<f 720 ~o 

~· ~ ~ ~ "cfil ~it~ ~ 10% f1 6Fl' iR cfR-it ~ cfi1 3lcffl!f 
~ 15 l'o >I@~ t1 3l~l~l(OI qiRVTI ~ ~ 64 ~ ~ f.lfi@ cfi1 \ifT ~I 3WI 
3l~l~l<OI ~ lfi), ~ ~ ~ ~ ~ ~ ~? 
[Answer: Abnonnal wastage 8 units@ f 25.] 

S. ciR ~ ~air it~~ <ti"~~ X m"«'I ~ f1 ~. 2019 ~ ~ fuQ: 
ffl1@ ~ -q H"1fclroid ~ fi:@m t -

Materials 
Wages 
Overhead ( f 18,000) 

Process I 
'5,200 
f 4,000 

Input of units at f 6 per unit 1,000 

Process II 
3,960 
6,000 

Process III 
5,924 
8,000 

Normal loss to input ,, 5% I 0% 15% 
Output Units 950 840 750 
Sale of Scrap per unit f 4 8 I 0 
~ ~ ~ "lfT ~ it ~ ~ ffl "cfil Cfi1t ~ ~ ~I .aqRoqqj cfi1 ~ ~ 
100% 1R. ~ f1 Jffifi<fl ffl1@ ri, tlT'IR 6Fl' ~. ~ 6Fl' lg@?~ 

3l~l'114.I ~ ~ k ~I . 

[Answer: Cost per unit-Process I f 20; Process II f 40 and Process III f 76] 

6. ~ ~ ~ ~ Jffifi<Uair-A o~ B ~ ~ t ~ °"' f.lfi@ 'Rfcli" cf,1 \ifTcl1 t1 A 
JITTfi<U ~ ~ B JITTfi<U q,1 ~ ~ t ~ B Jffifi<fl cfi1 ~ f.tfira ~ q,11 
H"1fclf(Sld ~air~~ JITTfi<U ft o~ f.lfi@W<fi ~~~ti~ 
~~cf 3l~l'114.I ofi:ffi ~ '1ft ~ ~I 



Materials used 
Labour 
Manufacturing expenses 
Input in process A 

@ Re. 1 per unit 

~'fflr@'~ /163 

Process A 
t' 12,000 
, 14,000 
, 4,415 

Units I 0,000 

Process B 
6,000 
8,000 
4,095 

Output Units 9,400 8,500 
Normal Wastage (percent of input) 5% 10°/c, 
Value of Normal Wastage (Per 100 units) , 8 IO 
~ -q' ~ "ff Sll<fi-ii<fi 'qr 3lRfli lifcfi' ~~~fl f.lfifit ~-q' ~ 7,000 ~ 
I0~o JJrn~cfftG\~~~t1 
[An1wer: Cost per unit-Process A , 4.25; Process B , 6.85.] 

7. ~~~cfil~'ffl ~Mi~lan' •~• 3m: ~, ~~~cfi"{f.!fqij~~-q' 
~f1-qJRtnftf-g)mff"i~'5'fi;1n-q'{,fj•ff·./,IMlq,jR'qj%c1!1riMt~ 
l 0% ~ ~ f ~ Jffifi'1ll ~ 3m: cfTt ~ sfi"IW: 160 ~o l1@ G-f ~ 400 ~o l1@ 
r-J~mt, 
· R'-1RllroJ1<1 ~ ~ ~3{1' ~ ~AC~tt i-

Pro<;ess X Process Y 
Material in tonnes 1,000 70 
Cost of materials per tonne 250 400 
Wages t' 56,000 20,000 
Manufacturing expenses , 16,000 I 0,50() 
Output in tonnes 830 780 
fcfim qt~ -q qiT{ ~ lfl ~-f.!fira ~ ~ em l1ffi c-f ffll@ ~ ~ ~ 
~ ~ ~I 31{,flqr~ ~ ~ ~ 'ififfl W@l ,ft ~ ~I 
[Answer: Cost per tonne-Process X , 360; Process Y , 420.] 

8. v;<fi' SlfsMicfH $-fflf-t~f<•I ~ -q' v;<fi ~ 'cf,1 ~ ~ ~~ ~ ~ ~ 
~ t, ~~~cf( fafstft cfi ~ 'iAI ~ ~ 11t ~ ~ ~ cfiT fcrst,q ~ 
R<filft"IQ.1 cm:; ~ ~ <fil<&l-11 ~ "qt 25% ~ ~ ~ 111 

Process I Process n Process III 
Input of raw-materials@ , 4.05 per kg Kg. 1,00,000 
Normal Loss on input in each process 5% 5% 5% 
Transferred to next process (kg.) 90,000 80,000 
Labour 14,000 17,500 32,000 
Variable overheads 150% 120% 100% 
(percent on labour cost) 
Fixed overheads 250% 140% 200% 
(percent on labour cost) 
Stock held back at the process 4,000 4,000 

~~,:ft~~I 

[Answer : Cost per kg.-Process I t' 5; Process II , 6; and Process III , 8; Selling 
price per kg. t' 10.] 
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9. 1J.cfi~~~~·~~·~~¢fi~~~t,"1@61J'1cf~~~ 
~ l¼P-l f.,t;J W:fiR f.rmltl M Tfqf-

10. 

11. 

Process A - 2% and Process B - 5%. 
~~cf>' l¼P-t cnt 3lffl ~ t, ~ ~·~~·cf>' l¼P-t 2 ~o ma~ ,tr G{ ~ 
"tt ~ t, ~ ~. 2019 ~ ~ fl"'lf~ct f.li.ifclf&ct ~ 'Sl'GR ~ i-

Process A Process B 
Input of units@ f 8 per unit Units 2,000 
Materials consumed f 16,000 6,000 
Direct Labour f 24,000 16,000 
Works Expenses f 4,056 1,970 
Output Units 1,950 · 1,930 
Stock : July I Units 200 300 
July 31 Units 150 400 
Stock valued on July I, per unit f 38 54 
31 ~. 2019 cit~~~ 'ffilTtf ~ ofiT-lT t, ~ ~. 2019 cf>'~~ 
ri~~I 
[Answer : Cost per unit-Process A 1" 30. 60; Process B t 45.50.] 

f1i:.,Rif&11 ~~~,tr w.r ~¢fi-q ~~,tr 'ffi1@ ~I~~ <lil 

~ 1r1f ~ cf>' qJG ~ ~~cit ~111~1"<11 ~ WTT \illm. t, 

Materials 
Wages 
Overhead 
Production in units 
Stock (units from preceding process 
on 1st June, 2019) 
Stock (units) from preceding process 

Process A 
f 12,000 

f 8,800 
f 15,200 

36,000 

. Process B 
17,500 
8,000 

10,500 
37,500 

4,000 

Process C 
40,000 
19,000 
12,000 
48,000 

16,500 

on 30th June, 20 I 9 1,000 5,500 
[Answer: Cost per unit; Process A f I ; Process B f 2, and Process C f 3.50.] 

~ ~r4i..,H-I ~ w-r W1@R ~¢fl' m ~ ~ UTI<R q;) f.lfira m 
~ t, r,; ~¢fl' ct~ <lil ~ f.li:.ifctf&ct srctiR M ~ !-

Process I Process II Process Ill 

Transfer to next process 6~ % 60% 
3 

Transfer to warehouse for sale 33,!_ % 40% I 00% 
3 

~~"q'Gffi~q,iAcnt4%~~~iam6%~~\Jf@lf~~I 
~ 3 ~o Jlfu c-l, ~ ' II~ 5 ~o ma c-l ~ 'Slfsfim III~ 6 ~o ma c-l c::H@ mat i1 
f.Mfctfulct ~ ~' 2019 ~ ~ fl"'l~l'I f-

Materials used in tonnes 
Rate per tonne 

Process I 
1,400 
f 10 

Wages and other expenses f 5, 152 
~~,tr ma c-l 'ffiT@ ~ ~ ~ ri ~I 

Process II Process III 
160 1,260 

16 7 
3,140 2,898 

[Answer: Cost peF tonne transferred; Process I 1" 15; Process II f 20; Process III 
f 13.50.] 
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12. ~ SlfsMiij,1 cfiT&R q,l ~ •~• ~ ~ 'qJ{' ct~ -q f1'"1fc.1f©ct ~ 

t-
Process X Process Y 

~ ~ 

Materials 10,000 . 
Labour 10,000 14,000 
Overheads 4,000 10,000 
~ ~ <fiT ~ ~ cfTt cfiT ~ ~ 1J{ ftli11~R.d M "'1'i'l1 t ~ ftl111i~(Oj 
~ i:r< 20% ~ ~ ~ ~ ~ cfTt <fiT ~ ffla ~ cfil ftl111~(Ui ~ i:r< 
25% ~ i:r< ~ ~ "'1'i'l1 ti ffla ~ ~ ~ ~ crrtit ~ f.!fifa ~-#; ~ 
10,000 ~o ~ f<fiml ~. ~ ~ ~ % ~-wi:Ff ~ <fiT, m ~ Sll<f'-"iiji 
~t ~, ~ ~ ~ i, ~ ri ~ ~ ~ ~ cfiB i1 
[Answer: Total Profit ~ 52,000.) 

13. ~ocfio~cf,l~~-q~m~cr;~-qtiR.~~t1'tjt' 
~ <fiT ~ 'cfl{'. ~ cfiT ~ -q 25% ~ ~ ~ ~ "'1'i'l1 t o?TT ~ 
~cfil~'a:!R'~cfil~31Ttm:i:r<~~"lli'llflf.ifflo~~~ 
i:r< ~ 'a:!R' ~ cfiT ~ i:r< 25% ffi\1 ~ ~. ~ -q ftll11~R.d f~ "'1'i'l1 t1 
R'"'i'~~~~~~~mff~l~~"q~<fill@'~ 
1J{ 'l~iij,1,%<rf "'1'i'l1 t-

Material consµmed 
Labour 
Closing Stock 
Sales ~ 1,26,000 

Process P 
~ 

14,000 

21,000 
7,000 

Process Q 

~ 

21,000 
14,000 
14,000 

Process R 
~ 

7,000 
28,000 
21,000 

f.tfira ~ <fiT ~ ~ 14,000 ~o <fiT t, ~-m ~ cfi jm -q ~ ~ ~ 
c:ll~fc:!<fi t'fJ'll cfiT 1ft ~I 

[Answer: Actual Realised Profit-~ 66,789.] 
14. ~ ~ <fiT ~ ~ ~ ~~ ~· ~ 'aft' ~ ipmtr ti '1ft' ~ cfi -W:: ~ 

f.tfira ~-q am:R ~ t, 
~ ~ cfiT ~ "ift' ~ cfiT ~ ~ i:r< ftl111~R.d fcfl<IT "'1'i'l1 f ~ % ~ 
~ "f.1 ~ "? 'TT 2s% ~ m ~ o?TT 'oft' ~ <fiT ~ ffla ~ cfiT ~ 
~ i:r< ftli11"\"!Ro M "'1'i'l1 f ~ % '1ft' ~ cfiT "31l ~ i:r< 20% ~ lT ~I 

31 llfi'f, 2019 q;) ~ ~ ~ crff ~ ~k4f~a H'"'if<.1f@a ~ JRR qft "ITffl t-
Process A Process B Finished 

Stock on I April, 2018 
Material Used 
Labour 
Overheads 
Stock on 31 March, 2019 

Sales 
Provision for Unrealised Profit on I April, 2018 

Stock 
~ ~ ~ 

3,200 
6,300 

12,500 

2,500 
2,000 

2,000 
6,600 
8,500 
2,000 

900 

350 

5,750 

6,300 
68,400 

2,250 
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15. 

16. 

17. 

18. 

~cfiT~ ~k!f"'-ld ~qft~ "ffil@'tf{ fcfi""lll'ffl"ffi i1 ~~. f.!fitcf "RTcfi 
13@1 o'lT ffi"l-ffi 13@1 ~ ~I ~ qft ~qi)~ -q' ,:ft ~I 
[Answer : Provision for Unrealised Profit on 31 March, 2019 - ~ 2,250, Value of 
Closing stock in the balance Sheet t 6,950] . 
f1"'1R1Rsid am'~. ";;fl ~ ~ ~ ft;ffern ~ ~k!f"'-ld t~-~ ffi1'@ 

~ ctt f.r'-1' fcfftrliY ~ 3RPIB ~ ~. 2019 ~ ~ ~ ~ ~ n'lT · 
TI-~ ~ ~ ~-( 3') 3R ~ fcff~, o'lT ("if) ~ ~ cfil TI-~ 
qft~~~~fflq,l~ 
Sales 5,000 units @ ~ 4 per unit; Material Cost ~ 6,000; Labour Cost t 3,000; 
Overhead 100% on labour cost. Total Production 6,000 units; Selling expenses for 
the main product t 1,000; Selling expenses for by-product ~ 800; Sale of 
by-product t 2,500; Cost of further processing the by-product ~ 500. 
[Answer : (a) Other Income Method-Profit on main product t 9,000, and on 
By-product t 1,200. (b) Net sales revenue method; Total Profit ~ 10,000.] 

~ ~ ~f.fl:lfvr-q, 'Q;qi ~~~~~TI-~~ tf'l'T "iIT cfil Slfsfi<ticfi1 m 
t1 ~ ~ \4Uil~d Rctfclf&d ~ ~ ~ ~ ~ ~ o'lT ~TI-~~ 
~ ~ f1 ~ ~ o<fi ~ "ffi7@ 3,10,400 ~o eft-

Main Product By-Product 
A 

Sales 
Costs after separation 
Estimated Net Profit to sales 
Estimated Selling expenses 

~ 8,00,000 
t 80,000 

( as percentage of sales) 20% 
~ ffi1'@ ~ ~ ~ ft.rq; fc«;rr1:t ffi1'@ ~ 31tARl ti 

64,000 
12,800 

20% 

10% 

By-Product 
B 

96,000 
14,400 

30% 

15% 

.[Answer : Profit..:._Main Product t 3,20,000; Joint Cost shared by By-products; A 
t 32,000 and B ~ 38,400.] 

'Q;qiq;-i:q;fi ~ 311\ll<~ ~ minfi ~ ~, '.it' .3ffi 1ft' ~ ~ cfil ~ qj'{'ffi ti 
1Tff ~ ~ if cfiT 31ll@ ~ ~ 12.50 ~o JI@~ 'l'T, ~ '.it' cfiT a:ftmf ~ 
~ 20 ~o JffiJ ~ 'd'tn ~ 1ft' cfiT a:ftmf ~ ~ 150 ~o JI@~ 'l'TI ~ ~• 
~ 6,000 ~. ~ '.it' qft 4,800 ~cfi({<ti d'TT ~ ,n• qft 800 ~ 48,000 ~o 

qft ~~~~~I~~ o<fi ~ ~ ~ S1fsti<ticfi1 q 60,000 ~o 

cl!1 ffi1'@ ,am m1 ~ ~ ~ ~· ~ S1fsti<ticfi1 -q 25,000 ~o ctt, ~ 'oft' ~ 
S1fsti<ticfi1 -q 16,000 ~o q,l cl"ff ~ 1ft' ~ S1fsti<ticfi1 -q 50,000 ~o q,l ffi1'@ aw:fll 
~ ~ cfiT ~ ~ ~ -q <tft ~ ~ 'l'TI ~ ~ ~ ~ ~k!~d ctTT@ 
~cfivftt1m:n~~·~,:ft~~I . 

[Answer: Total Costs A-~ 52,000, B-~ 59,200, and C-t 87, 800.] 
~ o'lT cf1l ~ ~ ~ ti olfq f.r'-1' 'Sl'cfiR t-
Materials t 8,000; Labour t 3,000; Factory Overhead t 1,000; Total ~ 12,000 
~ S1fsti<ticfi1 qft ffiT@ f.r'-1' 'Sl'cfiR t-

X (t) y (~) 
Materials 2,000 3,000 
Labour 1,500 3,000 
Overhead 500 2,000 

4,000 8,000 
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~ ~ cfiT f.rsnl ~ 20,000 <io f ~ f.rsnl ~ 1R 20% ('fl'ij wfirc, i, ~ qJt 
~ I 0,000 <io ~ 2,000 <io cfi1 ffi 1R ~ 1'fllT t1 ~ ffilIB cfiT a:if~ ~ 
o~~~~~~ffl~I 
[Answer : Share in Joint Cost: X- ~ 9,333, Y- ~ 2, 667.] 
(Hint : Excess of Estimated Joint Cost over Actual Joint Cost i.e. ~ 4,000 have been 
assumed as selling expenses) 

19. ~ ~ ~· cfi ~ cfi ~ ~ "3lJ-~ 'qyf JITC<f mol ti "3lJ-~ cfiT f.rsn1 
cfi ~ a:rrrt 3i{ S1fshllicfi1 Ni<rl "f@T t1 ffilIB mm' "B ~ HAfclfuid ~ "B ~ 
3i{ ~ ~ qft "Slfo fcfi(ifl!ll'i ffiT@ ~ ~ ~ M ~I 

Joint Expenses Separate Expenses 
X y 

~ ~ ~ 
Materials 40,000 24,000 2,000 
Labour 28,000 20,000 8,000 
Overheads I 0,000 6,000 2,400 

~ ~ ~ -qr,rr ~ "Sl"cfi'T{ eft-~ 400 fc:fi('flUIJi ~ qJt 100 fcfi<:11!.ll'i I ~ cfiT Wo fc:fiffi!.ll'i 
~ ~ 480 <io ~~"IR cfilITll'T 1'fllT ffi"f ~ ~ cfiT 30% 3lj'i1Hd Ni<rl 1'fllll 

[Answer: Cost of production per kg- X ~ 267; Y ~ 336.] 

20. ~ ~' "B ~-~ '9Tf 3i{ ~, ~ 'M i1 f.rqfuy cfi. ~ ~ "Sl"cfi'T{ 

i-
Materials ~ 10,000, Labour ~ 8,000, Overhead ~ 9,000 (Total ~ 27,000). 

~~RJ;f"Sl"cfi'T{t-

Materials 
Labour 
Overheads 

The Selling price are 
The Estimated profits on sale are 

X(~) 
2,000 
2,400 
2,600 

· 7,000 
~ 42,000 

50% 

y (~) 
1,600 
1,400 
1,000 
4,000 

20,000 
50% 

z (~) 
1,800 
1,700 
1,500 
5,000 

18,000 
33..!.% 

3 

~ fcf; 3lfCI f.rqfuy cfj ~~qi)~ "Sl"cfi'T{ ~~ ffl? ~ ~ ~ ~ 
zyn'-atJ-~ cfi ~~~I 
[ Answer : Share in Joint expenses; X- { 14,000; Y- t 6,000; and Z- ~ 7,000.] 

it. ~ cfil{&HI 'i:ft' ~ oRffi ~ ~ ~ ~ ,ft ~ qi«IT t, ~ "qJc.ff 
S1f~llicfi1 ID<T f.ffifo ~ ~ "f@T t1 ~ cfi1 ~ "ffi1IB ~ ~ l"ft i-

Material 
Labour 
Overheads 

3'd{ciffi ~ (Subsequent costs) RJ;J "Sl"cfi'T{ i-

Materials 
Labour 

p (~) 
3,000 
1,400 

~ 

5,000 
3,000 
2,000 

10,000 

Q (~) 
1,500 
1.,000 

http:I1'Jc.ft
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Overheads 600 · 500 
5,000 3,000 

~ ~ 't-1fl- l 6,000 "{io, ~8,000 "{io I ~ ~ '9"{ awrrf.@ ~ 1ft cfi ~ 
25% otTT <l<l cfi ~ 20%1 ~ ~ ~ Wsfi1 ~ fcffituT oql! f.rslt +{"~ cfi ~-qt, 
~ ~ 3Wl ~ cn1 ~ 'ffi1Tm <liT ~ ~ ~~ ~ oen '-tft' ~ ~ 
~ cfi ~ w:m: ~I 

[Answer: Share in Joint Cost : P-? 6,733, and Q- ~ 3,267] 
22. f1c:if~f@d ~~~~cfi~"ffim~ 31 ~,2019qi1~ffi 

qM qif cfi ~ ~ ~-

Purchase of Copra 5,400 tonnes for ~ 2,20,000. 

Labour Cost 
Electric Power 
Sundry Materials 
Repairs to Plant 
Steam 

Crushing 
Process 

f 
2,750 

660 
110 
308 
660 

Refining 
Process 

~ 

1,100 
396 

2,200 
363 
495 

Finishing 
Process 

~ 

1,650 
264 

154 
495 

Factory Expenses 1,452 726 242 
Cost of casks ~ 8,250. 
3,200R~~~~3Tf, qfhn~1 ~~ 2,600R~~-~3Tf,"G'ITTTtf'-«t 
~ ~ 2,550 c-f ~ ~ cfi ~ f.!fflo s3Tfl ~ cfi ~ 400 "{io -q ~ l'fl); ~ 
~ 1,925 c-l 12,100 "{io * ~ l'fl)1 m ~ * ~ -q· ffi 275 c-l, -qfurrq;i
~ IDU ~ TI-~ cfi 500 c-f 7,425 "{io * ~ l'fl)1 
3Tflfcli1 m ~. qflm~-1 ~ otTT ~ ~ <~cit~ ~ "[Q:) ~ 
w:m: ~ t f-;Rq' "Si@~ ~ otTT f.rfira ~ cn1 "Si@~ ~ ffiT@' ~ t, 
[Answer: Cost per tonne-Crushing Process ~ 66.70; Refining Process ~ 81 .267; 
Finishing Process ~ 87,196.] 

23. -~ <1~14Hcfi ~*WntTJt~75%~~.20%~~~5%~ 
*mf.J~7jf@}f1$qr-q~~cf,1~-q'{"ff'R~~~cn1~~ 
-q'{ WR qRift ~ cn1 ~ oen ~ at<11e: ~ ~ ~ -q'{ WR cf@l ~~ cn1 
~ ~ '9"{ WR qM ~ <liT 1 ½ 'Tfl WToT -t, 3qflcxiqJ' cfil &lclfflqUj 3 : l cfi ~ * 
~ f1 ~ ~ ~ minft cn1 4,000 ~ 68,000 "{io cfIT mr@ itt f.rffi:ro "cfiT<fi f.rGrur 
~ ~ ~ 1fqj' 1 ~ otTT a qfh,qq <ffiT@ ~: 21,200 "{i o ~ 10,800 "{i o cn1 err otTT 
~ cn1 ~ ~ 1,200 "{io ~ "[Q:I ~ ~ ~ ~ ~ cn1 ~~~I 
[Answer : Cost per unit-Main Product ~ 28.40, and By-product ~ 17.00] 

24. ~~*-e)~1fi~<l<l~~*"d?(F'!~i~~~<l"1'Rcfi~ 
~~*1ftcn11ifu~~ 5"{io ~~cn14"{io wrcrri1 ~-e)-;:n'~cfi~ 
1ifu ~ f4sti•PI~ ~: 13. 7 5 "{i o ~ 8. 7 5 "{i o ~ fi "[Q: crq fcfi4l 1fqj' ~ ~ -q'{ 
25% ~ cfil1RT t, ~ 3l<Ut:l' * ~ ~ 88,000 "{io err ~ 1ft cfiT ~ 8,000 
~ ~ <l<l <liT ~ 6,000 ~ em 1ft ~ <l<l ~ 1R ~ ~ ~~ 
~ ~ -e)-;:n' ~ cn11iIB ~ ~ "ffi1lcf ,:ft~ ~I 
[Answer: Joint Cost-P t 64,000, and Q ~ 24,000; Joint Cost per unit P ~ 8 and 
Q ~ 4] 
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25. Hi:.Jf~f&d 3li!i ~ I~ ~klf~d t1 JllWilqi awf-f.rtifu ~ 2,000 ~-

26. 

Cost : Material 

Labour 

Overhead 

? 

7,500 

3,000 

1,500 

12,000 

JITTfi"<ll ~ ~ WTlt 11t ~ 8,000, ~-f.:lfira ~ <fiT 31R1ll' ~ 2,000 

Degree of Completion : 

Material I 00% 

Labour 50% 

Overhead 500/o 

JITTfi"<ll 11 ~ 8,000 ~ fffr-lH1Rd ~ ~I ~ Cffl ~~ti 
Material , 1,00,000 

Labour , 78,000 

Overheads , 39,000 

q;141tft(,l l};cqfo1«1i ~ ~ JITTfi"<ll 1§@ ~' 
[Answer : Transfer from Process I to Process 11-8,000 units; amounted 
, 1,94,000] 

S11<fhiq; a:r.rf-f.lftra "q@ 2,000 ~-

Material I 00% complete 

Labour 60% complete 

Overhead 60% complete 

' 5,000 

3,000 

1,500 

9,500 

Units produced into this process : 8,000. 

~ ~ 2,000 ~tam~- 3lj'11Rd f1@f <fiT «R f.r'"'I ~ !-
Material 100% 

Labour 50% 
Overheads 50% 

~ ~ <fil s,ooo ~; f\!1111.:aRa ~ 11t1 arcnf.f ~ JITTfi"<ll BflIB f.r'"'I W-fiR t-
Material (wiml) , 95,000 
Labour ( SJll{) , 60,000 

Overhead (aqfl~«l) , 30,000 

~ 'ij@ ~ (a) f\!1111-dfld ~. 'dtn (b) 3lR1ll' 3f.d-f.rtifu ~I 

[Answer : Value of output transferred f 1,64,000; Value of Closing 
Work-in-Progress total , 30,500.] 

27. cflf 2019~ lIT'.f ~ ~ ~ ~ JITTfi"<ll °il ~klf...f.ld ~ 6q~~ ~

(I) Opening W.1.P. 800 units at a cost of , 4,000. 

(2) Degree of completion of opening W .I.P .-Materials 100% Labour & Overheads 
60% 
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(3) Input of Materials at a cost of ~ 36,800 for 9,200 units. 

(4) Direct wages incurred ~ 16,740 and production overheads ~ 8,370. 

(5) Units scrapped 1,200. The stage of completion of these units was- Materials 
l 00%, Labour & Overheads 80%. 

(6) Closing Work-in-progress-900 Units, the stage of completion of these units 
was Materials 100%, Labour & Overheads 70%. 

(7)7,900 units were completed and transferred to the next process. 

(8) Normal loss is 8% of the total input (opening stock plus units put in) scrap value 
is ~ 4 per unit. 

~~cfwllt-
(a) Compute Equivalent Production(~~) 

(b) Calculate the cost per equivalent,unit for each element.(~ "ffiq ~~Ji@ 
~ ffil@) 

(c) Calculate the cost of abnormal loss (for gain), closing work-in-progress and the 
units transferred to the next process, using the FIFO method. (Jr'fq 31JlllR, ~ 

~ tt@ ~ &TU 3Hii'il.:q ffi ~ ~. ~ 3f.t-f.tflfu lf@ ""1 ffil@ o'l1 ~ 
~ q,l 3Rlft<l ~ ""1 ffil@ "i@ ~I) 

(d) Show the Process Account for the month of March, 2019 (2019qlf ~ll'f<f ~ ~ 
~~ls11of~I) 

[Answer: (a) Materials 8,400 units. Labour & Overheads 8,370 units. (b) Cost per 
Equivalent units ~ 7. (c) Abnormal toss 2,560, W.I.P. ~ 5,490 units transferred to 
Finished product-Materials 7,100 units, Labour & Overheads 7,420 units each. ( d) 
Transfer to next process 7,900 units. ( ~ 54, 660)] 

28. ~ qi-i:q;ft &TU~~ qiJ f.11:riuT ~ ,jj@"f t-~ it'll ~I~. 2019 
~ ~ fl~~a ~ f.li.ifctf&a >FfiR f-

Pressing Polishing 
Input-in-Process (units) 1,200 1,000 
Units Completed (units) l,000 500 
Input in Process (units) 200 500 
Stag~ ofCom:>k~ion-
For Material 100% 100% 
For Conversion Cost 60% 50% 
Material Cost ( ~) 96,000 8,800 
Conversion Cost(~) 2,87,840 51,975 

~ ~ o'l1 ~ ~fcreRvr $ii'~~ ~-m ~ cf'll >I@~~~ 

qiJ ~ ~I *~~'ti'{ 25 ll@ffif ~ ~ cfwlT ~I 

[ Answer : Selling price per unit ~ 446.80] 

29. f.li..ifflf&a ~ ~ ~ ~ ~ ~ ~ ffil@ feiffii:101 fqcf{'O"f -m ~\ill~ 
m~~-q1i11fmmt-



(a) Period=- December, 2019 

(b) Work-in-Progress at beginning of the period 

(c) Cost incurred in the period 

Direct Material 

Labour 

Factory overheads 

( d) Units of production

Received in process 
Completed and transfen-ed 
Remaining in process at the end of ,the period 

Loss in process (normal loss) 

~~~ /171 

Process-I Process-II 

Nil 

~ 

60,000 

12,000 

24,000 

Units 
40,000 
36,000 
2,000 

2,000 

Nil 

~ 

16,000 

20,000 

Units 
36,000 
32,000 

2,500 

1,500 

( e) Production remaining in process should be valued at

Material 100%, Labour and Overheads 500/o 

[Answer: Cost of Work-in-Progress 

In Process I : Material , 3,158; Labour ~ 973; 

In Process II: Material , 6,657; Labour t 1,353] 

30. ~ ~~aft ~~air~ ~ ~ f1 JITTfi<TT ~ ~ ~'4~d f.{J;f fcmur ~ ~ 
~ 'i@ ~ ~ ~¥414.ld ffia ~-
Units introduced in process A : 2,000 valued at ~ 5,800. 

Amount spent as labour and production overhead : ~ 3,340 and 1,670 respectively. 

Direct materials introduced during the process: ~ 1,440. 

1,400 Completed units were produced in process A and transferred to process B, 

Incomplete units 460. 

Units scrapped 140 and sold at Re. I per unit. 

The normal process loss was estimated at 5% on input. 

It was estimated that incomplete units had reached a stage in production as follows : 

Materials (including units introduced) 75% completed 

Labour 50% completed 

Overhead 50% completed 

[Answer : Equivalent Production : Material 1,785 units; Labour 1,670 units; and 
Overheads 1,670 units. Abnormal loss 40 units mounted Rs, 280. Finished 
production , 9,800; work-in-progress , 2,070] 

••• 



[]] qf<a1e1.-t cfllJld fafb 
(Dperating Costing) 

qfli.41<'1"1/<t-i-ii:41("f"1 ~~ au\lS114 (Meaning of Operating Costing) I 
~~~3Rq,~~f~~~cliT~,~~~q;)~ 

JRR~t1 ~~~ cfil(&Ffi~~Glfcri:rrrr~f ~~: ~, ~ a:RJ~ 
q;) -?rcl'r JRR ffl ti ~ JlcfiR ~ ~ ~ a:rrq ,if,'@[ q;) ~ JRR m ~ ~ ~ 
ilcftt1 ~~~~ cfil-qH<li (Transport Companies), ¾f~'ii'R1ifa~ (Gas 
and Water Works),~ 1if<' cfil-qH<li (Electric Supply Companies),~.~, ft:Ai:n, 
~. ~. ~ fcri:rrrr, 3llfe: v:m ~t ~~,if,'@! q,l ~ ~ ft;i-q ~ JRR ~ 
ii ~ JiGR "cfiB cf,1 ~ cfil ~ ~ ~ t1 $f~i!,_\l * "cfiR<: ~ ~ 
Q.cfild~.-2,fl ~ ~ ~' "qf<'cflWi ~ cliT wf ~ JRR "cfiB Cfil ~ t1" ~ ~ 
~ "cfiB ~ "irr cfil ~ ~ fclf'l (Operating Costing) ffl f 1 ~ ~ fclf'l ,:ft~ 
~ fclf'l ~ ~ t, ~ ~ ~ q,l ~ ~ ~ ~ ~ f,r;:;i- ti 

~~~~~m~•~~~~~&JU~cf,l~qfffi 
~q,l~<fil~~ffllam~~<fil~mqftfclf£fcfil~~~ 

ffltl 

~ ~ ~ ~ ~ ~-fclf'l ~ ~ fo.i;1.Ji· cliT ~1 Fcfi<i1 "1Tffl t, fq;-n m ,n 
w ~ q,l ~ 3l'WT G{@' t ~ f.ri:;:r JlcfiR t-

i. ~ fclf'l ~ 3Rllffi ~ q,l ~ ~ ttl1 ~ f.!mltr q,l ~ t ~ ~ Jlfu G"f, Jlfu 
fctiHll-llc!(, '5lfu fq;<:'flc:112-~, Jlfu ~-~ 31lre:I 

2. ~~'31~&JU~Rm(111~fflq,l~t~~~clil~ 
,t'f; qi"('ffi ~ fcrsf;-q ~ ~ cliT ~ ~ f; ~ fclw,' f.rqfuy, ~ ~. 'ii'R-1ifa 31lre:1 

3. ~ ~ t- 3Rllffi ~ct ~'lcfi" ~ v:ct -~ ~ m ~ li 
4. ~fclf'l~~cnl aqfc1-q1'1!-1 ~~. 'cfiT('&'RT~, 31lfe:~~nfi<ll~~ 

~ o!l<l', ~8:lUT ~ v:ct qf<c1ct-1llTI(1 oll<l' ~ ~ qft Jlfu ~ ~ ~ ~ "Slfu 
~~ffil@~q,l~l1 

I q fhu <'1 "1 ~ ~ ~ (Objects of Operating Costing) ! 
~ (Objects)-~ ~ ~ ~ qft ~ ~ ~ ~ ~ ~ t ~ 

~ ~ cliT fcrsf;-q ~ f.:rmftf fcfiqy ;;nm am m ~ ~ ;;n m1 ~ JlcfiR ~ ~ 
~;m' &TU JiGR qft 'lT{ ~;m' cf,1 ~ ~ ~ "cfiB cliT ~ ~ d4\flc:R113TI ~ ft;i-q ~ 
cf@~ cf,J Rffl ti ~, (fl d4'41c:Rli3TI ~ ~~ ~ cft@ fcfi<ll ~ am,~ cfil 
mm m1 w WfiR ~ cliT ~ ~ wnftf cfi'(",j'f ~ ~ w~ cliT ~~ti~ 
~ ~~ q;) ~ ~ ~ ~ ~ ~ >ffCij'cfi'(",j'f ,:ft~~~ t 
~-~, ~ ~ q;) ~ «R '4\ 'ffi'lfl ;;nm~,~ ffi'q ~ 1%<TT ;;n m1 
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I ~-~ cnT f.!184f<OI (Ascertainment of Cost-Unit) I 
n1qrt~il=R1,,....,1 ('(ff@ fcff~ 1) ~ ~ cfil "3fi:rn ('(ff@~ (Cost Unit) f.rmftf cfil ~ t 

~ ~ ~ 1) ~-~ mm t, ~ R'£1RUT .cfil ~~mm t, ~ ~ 
~-~ari q;t ('(ff@ ~ f.ri:l' ~ t- . 

cqq~jQ 'ffllra'-~ 

I. ~ wu 
(i) ~~~ 
(ii) 'tfR1 ~ ~ 

2.~~am:fc«Rulmn 
3. ~-i:r.m ~ 
4-~~ 
5.~~~~ 
6. ~-W-PJ~~ 

7. ~~v:ctfc«Rul~ 
8.~ 
9_ft:A'qy 

10. qrq i:r.m 

JI'@ ~ fcfictltil2{ 
JI'@ r-f fcfil:'fl'il2{ <{I JI'@ ~ fcficti'il2{ 
JI'@ f q,ctl'ill( ~ 

JI'@~~ 

JI'@ wft-~ 
>l'fu fcfict1ift2.< 
JI'@ oqfc@ 'IITTR 
JI'@ ~, JI'@ ~ 
JI'@ qiq(l, JI'@ r-r 
JI'@ oqf~nn 
JI'@~~ 

r clfllT q;r aftcUU (Classification of Expenses) I 
~-~ ~ FPUUT ~ ~ ~ ~ <fi) GT 'IWTI' 1) iUll\JJ@T t-
1. -m ~ (Standing Charges or Fix.ed Expenses) 
2. qflc1J1~n(1 ~ (Variable Expenses) I 
~ &jqflj<fl" 1) ~ ~ qi) ~ 'IWTI' 1) iU2T "f@T t ~ f.ri:l' WfiR i-
(1) ~"5Q'Q" (Standing Charges)-~~~~ 1l'GR cfi'G 3lY,fqJ ~ cfi'G "4'{ "TT 

~ ~ t ~ ~ ~ ~ t, ~('(ff@~ 1) <N ~ f.ri:l' lt ~ t
(i) 'qcf,l<fil~I 

· (ii) ~. ~ ~ ~ 6fiq:,,41f<qj <fi1 mRI 
(iii).ftirl~, 
(iv) ~ itm1 
(v) ~ cn(I 

(vi)~~~I 
(vii)~~~I 
(2) ~"5Q'Q" (Maintenance Charges)-~~ olfq flf"lf('Jd ~ f "-ffl ~ ~ 

~ it ffl oo ~ ~ o1tq~~cfi ~ t, ~ oq-q H'-'lf('Jf«.a t
( i) lR1='«f I 

(ii)~.~~ cfil ~~fq111 
(iii) ~ ~ "4GT~ ~ Jim, ~ 3W@ ~, 

(iv) ~ ~ cfil ~I 
(3) qfh,11e.-, QP:f (Running Charges)-~ qflqtf1~n("I ~ ~ ~ t ~ ffl cf>ll m 

"4'{ cf>ll ~ ffl 3if'tqi ~ "4'{ 31m ~ ft ~ wrfi ~ ffi H'-'l@fuia t-
(i) ~~.~<{I 3R ~I 
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(ii) ~, qf("'llclcfi ~~qi) ~I 

(iii)~ -qt~.~ m, 
(iv) ~I 

"S1fff ~ ffl1'@' -arr "1T11AT (Computation of Cost Per Unit)-fcrl,:r-:f Jr<fiR cfil WIT 
>IGRcfiBfl~a:n'*~~ ~. ~: ~l'.!ffl"*~~aifl~~* 
~ ~'4f~cl ~<it~~~ 'IWT-m ~~~~qft;;rnn-t, lffl~~ 
WIT ~a:il' q,1 ~ ~ tfiB q,1 M~ fcffim: ~ ~ ~ i-

i qn_cO;-t ffl1'@' (Transport Costing) 1 · 

~.~.zy:r.~~Mqil{'iffiRfl~~~+IR-fqjl~~ 
~ ~ ~ <fcfi ~ <f:1 WIT >!GR wt,~~* 1ITTft rou ffl -rrq ~ cf ffl"l.ll' q,1 
"51"@ rcficti4l2< (ffi1@ ~ <fivft mm i, ~ 1lU1ITTfi m ~-qt \jfRft m ~ 1iU 'ffl M fl qi) 
fct;w)-qtG1\jf@tm3lY{qf~~~m~*+IR-fqjl~,ifR~~1R~~mm 
"5ffu rcficti4l2< (ffi1@ ~ m \jfRft t, ~ fcfcmff 'ffl qi)~~ qiT ~~-qt~ 
~ m M ~ mm ~ ~-rcfic114l2< (ffi1@ ~ q,l ;;nm i, ~ fu-q "lIDl1 ~c111.tl2< 
f.lt.Jf(.'Jf@a c:Pr_ ~ ~- . 

Passenger-Kms. = Average Passengers x Kms. run 

~ "SfcfiR ~ 'il('-1•11$1 lll ~ &TU ~ 1{@ ~ "ITffi m -a) ~ c-1 f<tici14l2< SI@ 
~-fctictl4l2< (ffi1@ ~ "l1m i, ~ fu-q c-t-fc6~tjj2( f.tt.Jifcfid ~ ~ ~-

Tonne-Kms = Average weight x Kms. run 

• ~ ffl1'@' ~ ~Q!l~d 0c.j'tff cli1' ~ (Distribution of Expenses Relating to 
Transport Costing)-~ "ffi7To ii ~'4~d ~ <it ~at)' cfil Wti2 ~ f.!i:f. ~ 1WTI' 1)' 

~~~t-
~~ (Fixed or Standing Charges)-~~~~*~~ 1' ~ ~ 

<fiW~~mar-m~-e:"ffl~mat~~wf*mt,~:~"51:cfiR*~~ 
-qt ~mat,~ ffl <fiT ~. ~. ~aill ~ ~ cfi'1i!,INY q;y ~ • .;ftt:n, 
~, ~ <li"{, ~ -qt ~, ~ ~ ~, ~, cfiU,5cf2( cf ~ ~ (~ 

~'i<.11c1fi.l ~ ~ t) wM,etfi.l -qt ~ ~ ~ ~, 
qf'<cnf-t~ft<-t ~ (Variable Charges)-~~ -m ~ qi) ~lffif ~ cftlT ~ qi) 

,ffiR -qt~ t ~ ~ ct1f *mt, ~-lR"f'@ cf aw~ c,lfq, ~ ~ <Jim.~ 
~), cFR ~. ~ ~. ~. fflcl', qrh~lcl-t fsfim -qt 3lTtr1fur ~ ~ v:ci ~ 
cfi0,j;cf2(, ~ <fiT ~' ~j 

ffl1'1'i'f-Qcliff.rqfur (Preparation of Cost Sheet)-~~~~ lll ~ 
~~q;ymrr~7jj'@J'-t,~mrr*~qil'IWT-m~~~~~~ 
'il@tl ~~~ qf<qd-fllflcl lll~C5lPf cfil ~ ~ ~~~ t, ~~ 
~~lT<.llt-

OPERATING COST SHEET 
Vehicle No ..... .. ... . Period .......... . 

Cost Rs ........... . Kms.Run .......... . 



Q lhm•H M11Tn ftmr 111s 

Estimated Life .......... Years Capacity Utilisation .......... . 
Capacity .......... . No. of Trips .. ........ . 

Particulars Total Cost Per Units 
~ ~ 

Standing Charges : 

Road License ...... 
Insurance ······ 
Garage Rent ······ 
Salaries of Manager and Office Clerks ...... 
Interest orrCapital Cost ...... 
Supervision Charges ...... 
Depreciation, Conductor and cleaner Salaries ...... 
( on Time Basis) 

Tqtal Standing Charges ...... ······ 
Running Charges : 

Petrol ...... 
Tyres ...... 
Repairs and Maintenance ...... 
Depreciation ...... 
Driver, Conductor and Cleaner Salaries . ...... 

Total Cost ...... 

Illustration I : ~ ~ ~ ei.ilf.'-1<1 RJ;J ~ ~ "iffi ~ ~ fctict14k< q;1 ciJ1@ 

'1fO'RT ~ I 

Cost of Vehicle 

Road Licence (Annual) 
Insurance (Annual) 
Garage Rent (Annual) 
Supervision Charges ( Annual) 
Driver's Salary-Per hour 

Cost of Petrol-Per litre 

Repairs-Per km. 

Tyres-Per km. 

Estimated Life ofVehicle 

Kms.run-Annual 

~ 

50,000 
1,500 

1,500 

2,400 

3,600 

6 

16 
3.20 

2.60 

l ,00,000 kms. 
25,000kms. 

Kms. run per litre l O kms. 

31ltrcf>l ~ q;1 ciJT@~ 10% ~ ~ WTFit ti~ aml'cR 20 fc:tict14k< "Slfu ~ 
'iffi"ffi t I 
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Solution: STATEMENT OF OPERATING COST 

Total Cost. Per Km. 

Standing Charges (Per Annum) f f 

Road Licene 1,500 

Insurance 1,500 

Garage Rent 2,400 

Supervision Charges 3,600 

Interest I 0% on f 50,000 5,000 

. 14 000 14,000 0.56 Standing Charges per km. -'-
25,000 

Running Charges : 

Driver's Salary 6/20 0.30 

Petrol 16/10 1.60 

Repairs 3.20 

Tyres 2.60 

Depreciation 50,000/1 ,00,000 0.50 

Total Cost Per Km. 8.76 

• Illustration 2: v:cncfilIRt 100 fcliiflo ~~~-;:pm'~~~~,ffiffflil ~ 
om Cfil ~ Cfil ~ 50 ~ Cfil t1 ~ ~ ~ f.ti.iifcfid fcrcRvr. 2019 °it (-1£d4f~d 
ffli- f 

Wages of Drivers, Conductors & Cleaners 9,000 

Office Salaries 4,500 

Diesel, Oil, etc. 18,000 

Repairs and Maintenance 4,500 

Taxation and Insurance 6,000 

Depreciation 18,000 

Interest and Other Charges 12,000 

i:ll~fctcfi W-fTWTT ~ Cfil 80% ~ ~ TJVI offl ~ k-f ~ft~ om~ 
~ "qil v:cn ~ ~ WlKff it Jlfa ~ fcfic-fl4lc.< ffiT@ ~ ~I 

Solution: 

Total Kms. run by each bus daily = I 00 x 2 = 200 Kms. 

Total ~- run by two buses daily = 200 x 2 = 4~ Kms. 

Total Kms run during 30 days of the month= 400x 30 = 12,000 Kms. 

Average No. of passengers carried= 50x~ =40 
- 100 

Total Passengers-Kms = 12,000x40=4,80,000 
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STATEMENT OF OPERA TING COST 
(For the month of April, 2019) 

Fixed Charged : (Per Month) ~ ~ 

Wages of Drivers, etc. 9,000 

Office Salaries 4,500 

Taxation and Insurance 6,000 

Interest and Other Charges 12 000 31,500 

Variable Charges: (Per Month) 

Diesel Oil, etc. 18,000 

Repairs and Maintenance 4,500 

Depreciation 18 000 40 500 

Total Cost of 4,80,000 Passen.eer K.ms. 72,000 

72000 . 
Cost per Passenger-Km= ' = ~ 0.15 or 15 Pruse 

4,80,000 

Illustration 3 : "Q';cfi ~ ~ ~ ~ 10 c-:r "IT{ m cf@ 5 ~ 3WRl ~ ~ 
c1>1~f1 ~--rrm'*~200 fctilfio ~<i_Ufl ~3WRT~~ "IT{~-;;irat, ~qf-qm~ 
~ 75% ~~ti~ 1'rnf~·;:u)m f1 ~ ~ cfiT 20% ~ 1RI+@ ~ * ft.rq ~ 
~fl 
~ 2019 ~ f-1£.iifc:f>tj ~ ~ : (i) ~ 1,80,000 \iO; (ii) ~ * ~ 72,500 

\iO; (iii) }0 ~ cfiT mFf G°{ 1,800 \iO ~'SI@~; (iv) 20 ~ cJi1 ~ G°{ 750 
\iO ~ Jlfif ~; (v) ~ cfiT mR 2,500 \iO ~; (vi) 2 ~ cfiT mR 1,250 \iO 

~JI@~; (vii)~ cfiT ~ 3,000 \io ~;(viii)~~ 5,400 \io; (ix) 
GJ'lRl' ~ cfiT >1fnfl!l1q1 20,000 \io; (x) ~ ~ cfil4llll<."II aqf<i;:qti 12,200 \io; (xi)~ 
cxfll" 16,750 \io 1ftfl (xii)~~ lTfi 36,000 \iol 

~ * mR cfiT 3llt1T 'qfff m ~ fcNTTr ~ slffiT ti ~ 26 m ~ ~ -w cfiT ~ 
t1 JI@ c-'I ~o ~ cJi1 Tf'll'Rl ~I 

Solution: 

Daily Tonne-Kms. Carried = lOx 5 x 200 = 10,000 

Daily Tonne-Kms. on Return = 7.5x 5x200= 7,500 

17,500 

Less : 20% capacity under repairs 3,500 14,000 

Total monthly Tonne K.ilometreage = 14,000x 30 = 4,20,000 Tonne-Kms. 

STATEMENT OF OPERA TING COST 

Period 

Jan.2019 

Fixed Expenses : 

Salary of Drivers 

TonneKms. 

4,20,000 

10 X },800 

Salary of Coolies 20 x 750 

Salarv of Manager 50% of t 2,500 

No. of Working days 

30 

~ ~ 

18,000 

15,000 

1,250 



Salary of Mechanics 2 X 1,250 2;500 
Garage Rent 3,000 39,750 

Maintenance Expenses : 

Replacement of Tyres 20,000 
Stores Used 5,400 

Workshop Overhead 12,200 

Sundry Expenses 16,750 
Lubricants 72 500 l,26,850 

Variable Expenses : 

Diesel 1,80,000 
Depreciation 36,000 2 16 000 

Total Cost 3,82,600 

3 82 600 
Cost Per Tonne-Km = ' ' =f 0.91 

4,20,000 

Illustration 4: m ~ ~ ~ ~ ~ cfi'Rl' qif ~ ~ f1 ffl" mu ~ ·l]"q 
3Uil€tffl ~, A"'tiftf&d ~ ~ t-

I. Number ofTaxis 
2. Cost of each Taxi 
3. Salary of Manager 
4. Salary of Accountant 
5. SalaryofCleaner 
6. Salary of Mechanic 
7. Garage Rent 

IO 

?75,000 
f3,000p.m. 
f l,OOOp.m. 

f400p.m. 
f800p.m. 
f600p.m. 

8. Insurance Premium 5% p.a. 
9. Annual Road Tax f 600 per taxi 
I 0. Drivers Salary f 800 p.m. per taxi 
l l . Annual Repairs f 4,200 per taxi 

~ ~ qif ~ ;;ftcA 'R'Jl{JT 2,00,000 1%olfto f11 ~~ WT1f11 3,000 %01TT0 ~ 
~~~f ~30% ~~,:@"ffltl ~ cf>llg"C@ IO ~olTTo 1ffi'f~G{ 16 m 
~"ti~ atfT 3Fll oZfq 2 ~o 1ffi'f 10 %01TT0 ft~~ q;) 1ffi'f f<fict14li!.( ~ cf>l ffil@ 

~~I 
Solution: STATEMENT OF OPERATING COST 

Period--One Month No. ofTaxis--10 

Fixed Expenses : (Per month) ' f 

Salary of Manager 3,000 

Salary of Accountant 1,000 

Salary of Drivers 800 x 10 8,000 

Salary of Cleaner 400 

Salary of Mechanic 800 
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Garage Rent 600 

Insurance Premiwn 75,000x tox-2..x...!.. 3,125 
100 12 

1 
Road Tax 600x IOx- 500 

12 
Variable charges: (Per month) 

1 48,000 Petrol 3,000x IOx-x 16 
10 

Oil and SW1dries 3,000x IOx _!_ x 2 6,000 
IO 

Depreciation 75,000 x l0x 3,000 11,250 
2,00,000 

Repairs 4,200x l0x ...!.. 3,500 
12 

Total Monthly Cost 

Total Kilometreage = 3000x l0x.2Q_ = 21,000~s. (run with passenger) 
100 

Cost Per Km.= 
86

•
175 = ~ 4.10 

21,000 

17,425 

68,750 

86,175 

Illustration S : ~ ~ qi1lfU ~ ~ ~ "t1 ~ 2019 l{Jf ~ e'ilf~tt ~ 
~t-
~ ~ 22 ~; ~ ~ 26 ~; ~ m ~ 880 fcni:fto; ~ ~ 33; ~ ~ 

lfl!T "IR 330 G-fl 

2019 q1f -q' 275 ~ 9R'i:lll:'11 f<li'ln' lfl!TI ~ ~ 400 <io 'Slfu ~; ~ 200 <io 
'Slfu ~; ~ 200 <io 'Slfu ~; ~. ~ q ~ ~ 2019 ~ cfiT 600 <iol 

~~ "ffil@ ~ q1f ~ ~ GflR, lR"Cffi, ~ <io 5,4001 2019 q1f ~ ~ 
31-:1-q-1f.l-a oltlf-~ ~ <i o I , I 00; ifftll <i o I, 920; ~ <io 800; ~ cf 3B1 3qf<oq4 ~ o 

11,000 ~ "ffil@ <io 41,200; ~ ~ 31:fllRd ~o 1,200; Sl•Ucf4'{11f \fflcR 5 'qlff 

~ ~(I) "ffil@ 'Slfu G-J fcni:ft o; (2) "ffil@ 'Slfu 9R'i:ltf ~tt ~; (3) "ffil@ 'Slfu 
qfl'i:ftfcttt f<tilfto; (4) ~ 11@ qf<::q1futtt ~; (5) 'SIIBG-f fcf;ifto G\ ~ "ffi'll 50% ~ '11 

Solution: 
Operating Days in the month 
Operating Days in the year 
Total Trips 
Total Tons Carried 

Average Tons per Trip 

Total kms. Covered 
Total Ton-kms. 

= 22 days 
= 275 days 
= 33 Trips 
= 330 Tons 

= 330 = 10 
33 

= 880 kms. 
= 880 x IO = 8,800 ton-kms. 

http:mqftFr."'I::rrjP.::f(1r.rd
http:Sj'llq'l.uf
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STATEMENT OF OPERA TING COST 
(For the month of Jan. 2019) 

Standing Charges : 

Driver's Wages 
Cleaner's Wages 
Mechanic's Wages 

22 
Road Tax 1,100 x -

275 
22 Insurance l,920x -

275 

Sundries 800x 
22 

275 
22 

Adm. Expenses 11,000 x -
275 

Running Charges : 

Petrol, Oil, Grease etc. 

Maintenance Cost 5,440x~ 
- 275 

D . . 40,000 22 eprec1ation --x-
5 275 

Total Operatine Cost 

3 660.80 
(1) Cost per ton km. = ' = t 0.42 

8,800 
3 66Q80 

(2) Cost per day = ' = t 166.40 
22 

(3) Cost per km.= 3•66Q80 = t 4.16 
880 

. 3 66Q80 
(4) Cost per tnp = ' = t 110.93 

33 
100 

(5) Rate per Ton km. = Q42 x- = t 0.84 
50 

t 
400 

200 

200 

88 

153.60 

64 

880 

600 

435.20 

640 

t 

1,985.60 

1,675.20 

3,660.80 

~-"lffl' l:lAT t ~ ~ ~ ~ '!R 50% wu ti ~ (1'J'f{ ffiT@ 'tR 50%, wu m "ffi 
~ Q42x l50 = t 0.63 ffll -

100 
Illustration 6 : ~ cfi1raRT, ~ -M lIT51T -q cW@ ~ ~ cfi'«1T f, ~ lslAl' X ~ Y 

~~~t ~~~~ 5 fcfi<.'11ifll< <({~~ cf>l 10 Mo <t{ f1 lfJWll~~ 
~. ~1 'il('lqH;cfi ~ 5 c-f t_ lsiAl' ~ ~ ~ ~ i\' ~ moT f1 ~ ~ 
20Mo Jl'ffi~~f ~~-q~~ i\' 10~"ffiftf1 X ~~ ct~I, ~ 
~ ~ 30 fiRl ~ Y 'tR 20 fiRl ~ WRIT f1 
~ ~ ~. ~. ~. ~. ~ o'fl ~ 3Fl' ~ <f>1 ffiT@ Jl'ffi ~ ~ 60 

~ o 3Ticft t, ff.A', ~, GFR, lKQ'.Rf ~ ~ 3Fl' clPf <fi1 ffiT@ Jl'ffi Mo "'qffi 'tR 6 ~ o 3Ticft t, 
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~ "&R ~ ~ ~ cfl1 "Sf@ r-l f..,ct)Lfl2< ffiT@ ~ ~ ~ fclcR'uT ~I <!'R 
~ lgR 'tl'{ ~ ~ ~ "T1l qjl mm~ lg'R ~ ~ m ~? 

kms. 

Solution : 

Distance from factory 

Total distance covered 

Time taken in one Trip : 

Running @ 20 km. p. h. 

Loading 

Colliery X 

5kms. 

5x2= lOkms. 

30 minutes 

30 minutes 

Unloading IO minutes 

Total time 70 minutes 

STATEMENT OF OPERA TING COST 

X 
Standing Charges per Trip : (' 

70 90 . 70 X=-x60· Y=-x60 
60 ' 60 

Running Cost per Trip : 
X=6xl0; Y=6x20 60 

Total Cost per Trip 130 

X y 

Cost per ton per trip BO = (' 26 
210 

= (' 42 
5 5 

Cost per ton/km. 
26 

= (' 5.20 
42 

= (' 4.20 
5 10 

Colliery Y 

10 kms. 

10x2= 20 

60 minutes 

20 minutes 

IO minutes 

90minutes 

X 
(' 

90 

120 

210 

Y "&R ~ Jl'@G"l ffiT@ 42 ~o "t, ~ X ~ ~ 26 ~o !1 3@: X ~ ~ ~ 
~I 

Illustration 7 : ~ ~ cfillRt f.r9 WfiT{ ~ qiT ~ ~ 'racft !-
No. of Buses Carrying capacity 

10 60 Passengers each 

5 40 Passengers each 

~ 1R1' ~ ~ ~ ~ ~ <~ ~ ~ 3lRT ~ \ifAT Gffi) ~ ~ ~ 5 r..,~1'112< 
~t, ~~~~ 75¾ me 1'.JU~t, ~fi~f<nqi'tlt-ft~-qJJ~ 25 ~ 
arcr-ft ~ "'qffi t, JI'@~ fcti~Lfl2{ ~ ffiT@ ~ ~I A"lf~Rsld ~ ~JTI' 
'tl'{ ,qt ~ t-=rr t-

Wages of 15 Drivers 

Petrol, Oil, Grease, etc. 

Repairs 

Tyre, Tube, etc. 
Depreciation 

(' 

1,000 each per month 

8,SOOP.M. 

4,500P.M. 

3,SOOP.M. 

90,000P.A. 
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Garage Rent 
Interest on Capital 
General Supervision Charges 

Solution : Calculation of Passenger Kilometres 
Pass. kms. = Buses x Trips x Distance x Capacity x Use x Days 

75 
10 Buses= l0x4x5x60x-x25= 2,25,000 

100 
75 

5 Buses = 5x4x5x40x-x25=75,000 
100 . 

Total Pass Kms. 2,25,000 + 75,000 = 3,00,000 

STATEMENT OF OPERATING COST 

Per month 
Standing Charges : ' Wages of Drivers 15x 1,000 ' 15,000 

Garage Rent 9,000+ 12 750 

Interest on Capital 12,000+ 12 1,000 
General Supervision 9,000+ 12 750 

Running Charges : 
Petrol, Oil, Grease, etc. 8,800 
Repairs 4,500 

Tyres, Tubes, etc. 3,800 

Depreciation 90,000+ 12 7 500 
Total Operatine: Cost 

Cost per Passenger km.= 
4

2,IOO = It' 0.14 App. or 14 paise App. 
3,00,000 

9,000P.A. 
12,000P.A. 
9,000P.A. 

Per month 

' 

17,500 

24600 

42,100 

Illustration 8 : ~ ~ qillfft 5 e-1' ~ q@ ~ ~ ~ ~ -q' f-11-1R-tf~d ~~•-
Cost of Truck ' 3,60,000 
Estimated Life • l O years 
Diesel, Oil, Grease 75 per trip each day 
Repairs and Maintenance 2,700 per moath 
Driver's Wages 1,500 per month 
Cleaner's Wages 750 per month 
Insurance 4,800 per year 
Tax 6,000 per year 

General Supervision Charges I 0,800 per year 

~~-;pl{~~~~~ ~t ~~ am: qft 50 f<fi.fto ~ ~ <tm1Tt1 ~ 
-;pl{ q;)~f <lif ~iiu ~qif ~cUCfm"tR 20% ~qifll'TC<Jmfflt1 
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~ff~fct;"~~~-i:t25 fu.,~t l'J'O'AT~-

(i) ~ ffiTRf "Sf@ ~ f<:fici14ll<; oV-fT 

(ii) ~ "Sf@~ "Sf@ ~ -ffi ~ ~ ~ ~ mq ~ cfiT 50% wrr m1 
Solution : Computation of Tonne-kms. 

Tonne kms. = Distance x Tonnes x Days x Use 
100 

Outward = 50 X 5 X 25 X - = 6,250 
100 

Inward = 50 x 5 x 25 x ~ = 1.250 
100 

Total Tonne kms. per month 7,500 

STATEMENT OF OPERATING COST 

Per Month 

f 

Standing Charges : 

Driver's Wages 1,500 

Cleaner's Wages 750 

Insurance 4,800+ 12 400 

Tax 6,000+ 12 500 

General Supervision 10,800+ 12 900 

Running Charges : 
Dep . . 3,60,000 3,000 rec1at1on 

I Ox 12 

Diesel Oil, Grease 75x 2x 25 3,750 

Repairs and Maintenance 2.700
1 

Total Ooeratine: Cost 

(i) Operating Cost per Tonne km. = km. = 13
•
500 = f 1.80 

7,500 

(ii) Rate per Tonne per Trip : f 
Cost per Tonne per Trip= 180x 50 90 

Profit50% on Freight or 100% on cost 90 

Freight per Trip per Tonne each way 180 

Per Month 

f 

4,050 

9450 

13.500 

I ~ 3Nl~"1 ('fT1ffl' (ELECfRICITY PRODUCTION COSTING) 

~ cfiT ~~~~~mm ti Jff:rlf ~ .tt ~qi)~-~ oV-rr ~ 
~ <tl ~ ~-~ cfil'ffl t1 ~ cfiT f.tirro-r ~~. (Power House) -i:t fflf f1 31ii 

3lllj~cfil~,fi~~t1~~~~~~;if@tl~3Uct¥4cfitll~.tl 

~ ~ ~ ~ cfiT ~ ~ t ~ ~ ~ qfl!q ~ fdl@ ~ ~ \iffiTI f oV-IT 
JI@ f.tit-nctll 'mr@ i@ ~ ,jtl(fl ~I 
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qfh.Hf•Wft<-t ~ (Variable Expenses)-nJ'CI'-~ ~ f.rtJfuT ~ «¥4f.:t.111 4Rcftf.Wftl'.1 
~ ~- f.1i:.iif<½i11 ~ ~ t-

(i) 1tr-r (Fuel)-~ cfft ~. ~ ~ ~. • ~ ~ q;y "llT7T ~ 
S!Hfhlqi 'RJqi ~ 3fRf'l' 'RJqi q;y Wil41"11 ~ '3fT ~ m, ~ ~ cfft "ffi1'@ mfil i ~ 
~ ~ cfft "ffi1'@ ~ ~ m!i <tft ~ <tft -um~~ cfft c11~rc..., "ffi1'@ ~ t, 

(ii) ~ WI (Direct Labour)-~ ~ ~ * ~ ~ cfft ~ ~ 
«faifct11 i@t i, 

{ill) ~-iiffi' ~ (Water Supply Expenses)-'cf'T&I' ~ ti ~ cfft ~ 'lffi 
~Mt, {fl "tR ~ 'cf@l ~ ~ - ~fAi~11 mt t, . 

(iv)~~1"'~(0therSupplies)-~, ~. ~~ 3f'lf~~~"tR~ 
'cf@l ~ ~ mR -mt, 

. {v) lRUra'~ 311<• 01 (Repairs and Maintenance)-~ cfft ~ 3TIR ~ ~ ~ 
mRmat, 

lVmft ~ (Fixed Expenses)-f.:im:Tvr ~ (Supervision Charges),~~ 

(Office expenses), 'lftA' q;y -.m ot:JT ~ "tR ~~~*~fl 
'Sl'ftt'-pitf fflT@'-~ 4R.qtf1itftt-i ~ ~ ~ ~ * "llT7T * ~ ~ ~ 

* f<½idlqii! ~ q;y "IT7T ~ ~ ~ <tft "SI'@~ "ffi1Rf ~ <tft 'il'Rfi t, 
C kwh 

Total Fixed Cost+ Variable Cost 
ostper =- --------

Total Kwh. Generated 

11Justration9: 31 ~. 2019 cfil~~~qtf*~ f-1i:.iif<½i11 ~3TI*3{Ttm: 
"tR ~ "ffil@-11'1 ~ ~ ~ ~ ~ 1l'Tcf'{ ffl IDU ~ ~ qft "SI'@ fq;Jlqii! 

"ffi1Rf ~ ~I ~ ~ 20,00,000 f<½icllcfii! f 1 

Fis:ed Es: enses ~ Variable Ex enses ~ 

Plant Supervision 80,000 Operating Labour 2,00,000 

Administrative Expenses 80,000 Lubricants and Supplies 80,000 

es 40,000 R irs and Maintenance 2 00 000 

~ cfft ~ 2.5 f.t»rro "SI'@ f<½iclli:4ii! ~ ~ ~ 160 ~o "SI'@~~ !1 lffiR ~ 
~ * ~ ~ 8,00,000 ~o "tR -.m cfft G\ 5% fl 

Solution : 

Cost consumed = 20,00,000x 25 = 50,00,000 kgs. or 5,000 Tonnes. 

Cost of Coal consumed = 5,000x 160 = ~ 8,00,000 

OPERA TING COST SHEET 
{Chandausi Thermal Power Unit) 

Units generated= 20,00,000 kwh · year ended 31st March 2019 

Particulars 
II 

Total Cost Per Unit 

I ~ ~ 

Fis:ed Expenses : 

11 Plant Supervision 80,000 

http:v)1RU�r~3il{.UI
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Administrative Expenses 80,000 

Depreciation on Building 40,000 

Depreciation on Plant & Machinery 8,00,000x~ 40,000 
100 

Fixed Expenses per Unit 2,40,000/20,00,000 2,40,000 .12 

Variable Expenses: 

Coal Consumed 8,00,000 .40 
Operating Labour 2,00,000 .10 

Lubricants and Supplies 80,000 .04 

Repairs and Maintenance 2,00,000 .10 

Total Cost per unit 1,~0.000120,00,000 15,20,000 .76 

Illustration 10: ~~~.,if) ffl ~ wnrT ti~~ <f;«fl 't ~ 
~~"'!=f.-..-tj=a f.111ft1forn ~ ~ cn'-1 ~ ~ ~ ~ cn'-1 Wo ~ ~ ~ ~-

Coal Used 100 tonnes @ , 250 per tonne 
Sale of Ash , 350 

Oil Used 1,500 legs. @ , 12 per kg. 

Water 2 lakh litres@ , l per 1,000 litres 

Salary and Wages : 5 engineer's salary @ , 2,500 p.m. each 

35 men worker's wages @ , 650 p.m. each 
40 women workers' wages@ , 500 p.m. each 

Depreciation : Boiler-Cost ,. 1,00,000; estimated scrap value , 4,000 
estimated life 10 years, Plant cost , 1,50,000; 
Depreciation@ 105 P.A. 

Repairs and Maintenance : , 4,500 

Office Expenses : , 3,350 

Unit Generated : 2,00,000 kwh of which 1/10th were used by generating department 

itself. 

Solution: STATEMENT OF OPERATING COST 

Units generated: 1,80,000 kwh. 

· Fixed Expenses : 

Salary of Engineers ( 5 x 2,500) 

Wages of Man Workers (35x650) 

Wages of Woman Workers (40x500) 

Dep . . B .
1 

1,00,000- 4,000 rec1at1on on 01 er 
I Ox 12 

Depreciation of Plant 1,50,000 x ..!.Q_ x _!_ 
100 12 

Office Expenses 

r I •' 

' 12,500 

22,750 

20,000 

800 

1,250 

3.350 

60,650 
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Variable Expenses : 

Coal Used(l00x250) 25,000 

Less Sale of Ash _J1Q 24,650 

Oil Used (l,500x 12) 18,000 
W 2,00,000 X 1 

ater 200 
1,000 

Repairs and Maintenance 4,500 

Total Cost 1,08,000 

108000 
Cost per kwh = ' ' = Re. 0.60 

1,80,000 

~-2,00,000 fcfi<iiJq1a ~ ~ -q ~ 10% ~ 20,000 fcfi<iiJq1a cfft ~ m 
~ ffl ~ ~ cfft t1 a«J: ~ 1,80,000 fcfi<-flc:Uc! q;y ~ m ~ ~ ~ fct;-lrr 
~ t, 

Illustration 11 : tir("I $"'8H<1R•t cfcfff -q ~ ~ ~ -q fcf@ cfft Jlfif ~ ~ 
~. 2019 ~ ~ ~ crcm cfft lffll ~ ~ ~ ~ H"1k1f(Sid ~ cfft ~ ~ ~ 
~I ~-,r;r~~ -q~ cf;v1ftt 

~ : cfi1"l@T 120 G-1', ~ 220 ~o Jira G-1' 

qilqi 50 ·G-J ~ 300 ~o Jira G-1' 

~ ~ -ra'-ffllq ~ ~ : 10 ~o Jira G-1' 

msr ~ ~ ~ : 16 G-J ~ 5 ~o Jira G-1' 

~~-qr-ft"q'l'.qfflqjf~: 160 ~~~ 75 ~Jira~~ 
~q;y~: 50 ~~ 8 ~o Jira~ 
~~qjf'{1J'j~: 

(i) msr cfft fars:fft : 28 G-J ~ 5 ~o Jira G-J 

(ii) dt<liG-illll~i-3TI q;) G1 llt qJ1lq cfft ~ : 1500 fclimo ~ 40 ~ fclimo 
~~-q~l'c!Jqj'qjJ~clYU~: 

1 ~ ~ 1,800 ~o Jira l:l1f 

2 ~ ~ ~ 1,250 ~o ~ 
4 ~. ~ 1,000 ~o ~ 
1 ~. ~ 15 ~o ~ 30 ~~~ 
~ ~ ~ qJft<f; ~ qft ~ 
~ 40~~ ~ 
~ c1YU 3Bi ~ 2,40,000 ~o 4% 

'qq"=t' 1,20,000 ~o 1% 

~ ~ Rm:f01 ~ 12,760 ~o ~ qjJ 25% 'qJl1 

~ ~ ~ ~ 71,000 ~ 
~ dqcfi{UJf 4i qjJ'{1J'j ~ "q' ~ 1,000 ~I 
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Solution : COST SHEET OF ELECTRICITY GENERA TED 

Units Generated: 70,000 Month: Nol'. 2019 

Total Cost Per Unit 

t t 
Fuel: 

Coal Used (120x 220) 26,400 
Coke Used (50x 300) 15,000 
Fuel Handling Charges (170x 10) 1,700 
Ash Handling Charges (16x 5) 80 

43,180 .617 
Less: 

Sale of Ash (28x 5) 140 
Steam Supplies to shops (1500x 0.40) ..®Q 740 

42,440 .606 
Add: 

Wager (160x 0.75) 120 .002 
Lubricating oil (50x 8) 400 .006 

A. Total Variable Cost 42,960 .614 

Staff Salaries and Wages: 

Foreman's Salary 1,800 

Asst. Foremen's Salary (},250x 2) 2,500 

Mechanic's Salary (1,000 x 4) 4,000 

Coolies Wages (15x 30) 450 8,750 .125 

Depreciation : 

Boiler ( 40,000 x ~ x _!_) =200 
100 12 

( 4 • I ) =800 Generator etc. 2,40,000 x - x -
1 100 12 

Building ( 1,20,000 x _I_ x J_) ""'100 
1,100 .016 

100 12 

Supervision Charges (12,760 x 
1
~) 

3,190 .045 

B. -Total Fixed Cost 13 040 .186 

Total Cost (A + B) 56,000 .80 

, ~~~(HOTELSERVICECOSTING) I 
~-q'~cfi)~<tt~~~t~~~"Sl'@qilRJ~cfiRo{~ 

~ ~~~fr a:@: ~~Jl@clilRT~cti't~ ~~ ~ffllfl 
f.t;,x qi1R fcff~ 3flqiT{ cfi l)a i ~ cf'f 1'l ~ ~ ~ ~ "tR ~ cfil ~ oo "tfffil 
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3TTI': qi'tRJ Rcrn (Room days) cf>1 1'fUFIT ~ ~ ~ mffi !1 ~ ~ ~ W 
~l'FTTil 

Illustration 12 : ~ ~ ~ ~klf-¾d H'-1ifcfid ~ ~ >lffi qi'tRJ ~ m \ifR cf@ 
~ cf>l 1'fUFIT ~ ~ ffi1@ <~ cm ~) "tR 25% ffi"r m, 

(i) ~4·,:UR<ll. ~ mR : _f 1,20,000 >lffi qlf 

(ii) qi"J:R ~ qf<~l<:"I~ <lil ~ : f 8 ~ 
~qi"J:R~~~4R'clR1~i1~~$@~<ft~t~q)lffiNU"\if@ltl 

(iii) >fcfiffl o1'1l a:ih: ~I 

( 31) ~ tfi1it ~ mqp;J >f<fiffl <ilfl1 ~ 1W ~ 75% t ~ q)lffi NU t, 
Coil) ~ ~ ·si--~1nlf~1TT * mat i 31h: ar:r f 30 >1IB 1W matt ~ cfilro NU m1 

(iv) 'lfcR cf>l lRll=@ : · f 15,000 >I@ qlil 

(v) ~ ~ ~. ~ f 27,000 >I@ qli( 

(vi)~ ar:f : f 9,900 >I@ qlil 
(vii) 3l@Rcf> ~-~ : f 15,000 ~I 

(viii)~ : ifcR cf>1 ffi1Td' f 6,00;000 <R 5% wn ~ <R 10%1 
(ix) 'lf2R WTT ~ * ~ f 7,50,000 "tR 5% ~ WTAT t1 

(x) ~ * 1 oo ~ t1 80% tfi1it ~ * wn 30% ~ * M ~ t1 ~ wn ~ 
cf>1 ~ ~ 6 ~ ltA Mid ~I ~ ~ * 30 WP:ITR~I . 

Solution: 

Room days= Room x months x days in month x use 
80 

Summer: 100x6x30x-= 14,400 
100 
30 

Winter: lO0x 6x 30x-= 5,400 
100 

Total days = 19.800 

Room Attendant's Wages = Room days x wages rate 

Summer: 14,400 x 8 = 1,15,200 

Winter: 5,400 x 8 = 43,200 

f l.5is,400 

Lighting: 
80 

Summer: f 75 x 6 months x 100 x- = 36,000 
100 
30' 

Winter: f 75 x 6 months x 100 x- = 13,500 
100 

Power: 
f 49.500 

STATEMENTOFOPERATINGCOST Room U.t,s: 19,800 

Per Annum 
f 

Staff Salaries 1,20,000 

Attendant's Wages r ,--- I ' '- - 1,58,400 
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Lighting 49,500 
Heating 5,400 
Repairs of Building 15,000 
Linen 27,000 
Sundries 9,900 
Interior Decoration and Fumi~hing 15,000 
Depreciation : . 

Building @ 5% on t 6,00,000 30,000 
Other Equipments @ l 0% on t l ,50,000 15 000 

Total Cost Excluding Interest 
I 

4,45,200 
Interest on Investment: 5% on t 7,50,000 37,500 

Total Cost 4,82,700 
Add Profit @ 25% on t 4,45,200 Lll 300 

Total Chargeable Rent 5,94,000 

5 94 000 
Room Rent per day ' ' = t 30 

19,800 

i ~ ~ cfi1'~ (COST OF OTHER SERVICES) I 
~ W:11 "ij~ ~ ~ W:11 ctt 'lifu m 3Fl W:113TI qft ~ . ,:ft Rmftf qft ~ 

"W-fi"ffi i1 r,I' W:113TI °q' ~ W:11, ~ W:11, ~ 1lfi1 W:11, ~ flf"if<i'la ~I $1€fi @TT~ 
11.cf qflc:Ht11tttct oQ<fl' q;r ~ ffl ~ ~ ~ qft ~ t ~ ~ ~ -q ~ q;r qm ~ 
>I@~~~ qft ~ t, 

~~ft.nlN~~~ (Ascertaining Selling Price of the Services)-~ W:11 
qj"J~~~<fiRlitmW:1Tqft~*~"ctNam:~~~t1~"ctNG{~ 
~ 2s% mm~~*25% am:~cti\ ~~~~~1 ~~q;r"Sl'fcmo 

~*(Total takings)~~ it m "ctN = ~ ~ x JITTrna - JITTmo IDTI "ctN ~ ~I 
100 

~ "ij) ~ ~ ~ W:11 q,l ~ >I@ G"f fq;Jttjlz( 3.60 ~o 3llm to~~ qi"J 

~ ~*~ 25% "ctN~tm~qftm = 16
0x

25
=L20~o mm~~ 

75 
~ ~ >I@ c-l-f<iiJl'il2( 3.60+ 120 = 4.80 ~o ~ "ij) ~ -q ~ ffll 

I ~cii:IHicfi ~ (Theoretical Questions) I 
~ wd" att:fl~ ~ (Long Answer Type Questions) 

1. qfl~lct1 ~ fcrt''ft q,1-qR'lfllfl ~I f<n-r offllTI-q' "(1f7@ qft ~ ~ Jflft1T qft ':;mfi t? 
2. ~ ~ fcITT.T ~ t'? q,~f.lqi ~ qft ~ ~ ~ ~q;i:q;ft q;y qfl,:M-11 
~-~~~I 

3. ~~~qj"J~-~ q,l<:"lHqi ~qft~~~ ~I~ ,:ft~~ 
~ ~ m-fcn1 flif<sllcf>1<i ~3TI qft ,&ilq)l(!qidl 61Tfi? 
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4 . qf(cm.11 ffiT@ fclf'-l "'1 ~1 fql(lqtn4· t? o-:r ~ ~ ~ ~ ~ qf<.-:11(-11 ffiT@ 

~~t, 
IJW ~ dfl:fl<-1 sw-:r (Short Answer Type Questions) 

1. ~ ffiT@ ~ Ti ffiT@ "'1 ~ ~ ~ <f>l ~ t:> 
2. "ll'@T<ffif "ffil@ fclf'-l t' ~ cfqJ f? 
3. ~ fcfit.-ni:flc!.( d?.fl ~ fc:fictli:flc!.< Cf;) ~I 

4. ~ o!:l'<J, <&<&lcl o!:l'<J ~ mcA' o!:1'<J ~ ~• 

5. ~ ffilTo fclf'-l ~ '-"lklf.ltli:1 ~ aqf<oq4 ~ ~ t? 
6. ~ "ffil@ ~ Ti ~ q;iro ~ "'1 Tf0'AT 3TitJ ~ ffl? 
1. qf<.-:1,ct1 "ffil@ ~ m ~311' 1R ~ mm t? 
8. qfl~M1 "ffil@ 7J l@ "ffil@ ~ ffl !1 cflTI'? 
9. •H ~ ~ ~ 3TitJ ~ ~ 1iU "i;fqi "4Bfl cfim t ~ "3"i:Al m mffl ~ t," ~ qi'lR 

"'1 M Ti "6qf&TI ~I 

10. qf<.-:1,ct1 "ffil@ ~ ~ t? qf<oqiq,1 "'1 ~ ~ m ~ * "ffi1l mm t? 
11. ~"ffil@~T/~~~ aw:r~~ t? 
12. ~ "ffilT "l'.f5lqi" ~ t? 

• 1JW ~ dfltl<-11 ~ (Very Short Answer Type Questions) 

1. ~ ~ ~ ~ t- 11+1" ~ ~ qfl.-:11ct1 ('l1T@ ~ m "'1 ~ t, 
2. ~ ~ cfillFIT "'1 ~ ffil@ ~ ~ ,nil); Ti~ t, ~ 11+1" ~I 

3. ~ ~ q;-i:q;ft "'1 qf<.-:11<.11 ('l1T@ ~ cfim ~ ~lijUT "6q4)' Ti ffl-ffl ~ o!:l'<J 

~~t? 
4. ~ "9JcR ~ "'1 qfb,11~11 "ffil@ fcfra~ Ti~ "'1 ~ f? 
5. ~ ~ q;-i:q;fi ~ ~ cfim ~, JI@ c-1' fcfit.-ni:flc!.( YR.illct1 ffil@ Ti cf4T · 

~t? 
6. ~ ffil@ ~Ti~~~~' 

1

1 cl~Htid ~ (Objective Type Questions) I 

~~?5t'l{ffi'~-
l. ~ "ffil@~ ~ •••.••. •.•• : •.••• . •• ffil@~ 'If\~ t, 
2. YRiilct1, ffil@ ~ . . . . . .. ... .......... ~ <tiB qR'ff ~ Ti ffl ffl t1 

3. ~ ~ Ti, ffil@ ~ f .................... , 
4. . ........ .... ....... ffil@ ~ ~ <fillFft * m mm t, 
5. ~ ffil@ ~Ti .................... ~ ffil@~ q;y ~ t, 
(Answer : l. YRili<.11, 2. ~. 3. JI'@ fcti8lcli2., 4. qf<.-:11ct1, 5. JI'@ -iftct') 
f.n:=rcti?R~f~~~-
1. qf<.-:1,ct1 ffil@ ~ ~ ~ ctiB qR'ff ~ * m mm ti 
2. ~ ~ ~ "'1 Jl'ffi ~ ffil@ lffiA "q'O'"lJ ~ IDU ~ "'1 ~ f1 
3. ~ "ffil@ ~ ~ ~ ffil@ ~ "ff~ t, 
4. qf<.-:11(-11 "ffil@ ~ Ti~ q;y ~ ~ "'1 ~ t-~ fcti.rr ~ t, 
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5. ~ ~ai'i <nT Ffl{foi ~ fl ~ai'i if qfb=11c11 ffilRf ~ m mat t, 
6. ~ ffil@ -m '51@ rcti~.,14li!< Cf,1 m 'i@ Cf,1 ~ ~ t, 
7. qf<-.:m:11 ffilRf f<ntr -q ~ Cf>l ~ ffl ~ ~ -q ~ ~ ~I 

8. ~ <n1 'i@ ~ * ~ ~ ~ Cf,1 ~ ~ "ffi1T ~ "{ffl ~ t, 
9. qf<,,m.11 "ffil@ f<ntr -q ~ ffl 'EITcFf ~ -q ~~~I 
10. YR-r4R11 "ffiT@ ffl fiifi" ~ 1R 'i@ Cf>1 ~ t, 
11. YR-r41cl1 "ffiT@ 'i@ ~ ~ ~ cn1 <iR crif -q ~ ~ ~I 

12. ~ ~"' fctictl4li!< ~ cufo1f~cfi r.r fcti(."1.,il-t1i!< q,if,<lfU.,.;fi ~1 

(Answer:~: l, 3, 4, 8, 11; ~: 2, 5, 6, 7, 9, 10, 12) 

~"3ffl"(fif~~-

l. ~ -q "cfiR-m ffil@ ~ m Cf,1 ~ t? 
( 31) oClffl ffilRf ~ (oi) ~ ffilRf ~ 
(~) qf<i41cl1 ffilRf ~ (c!:) ~ ~ ~ ~ 

2. ~ ffilRf 'i@ Cf>1 ~ ~ t-
( 31) "SI@ r.f ~~ (oi) "SI@ fcti('f14li!< 
(~) "SI@ "<l"Tm fct,('{14li!< (C::) ~ w:ft 

3. qf<tjlcl1 ffiT@ Cf>1 Tf1JFl1I Cf>1 ~ ~ f-
( 31) ~ ~ 1R (oi) lTimqi ~ 1R 

(~) ~ ~ 1R (c!:) 1t w:ft 
4. ~ -q "cfiR-m ffil@ ~ m ~ t? 

( 31) JITTfi""lrr ffilRf ~ (oi) ~ ffilRf ~ 
(~) milRfffil@~ (c!:) ~~~~ 

S. qf<'qlcl1 ffiT@ ~ ffl ~ f-
( 31) ~ ~ali -q (oi) ~ ~ali -q 
(~) ~ ~ali -q (c!:) ~ w:ft 

6. ~ olJT11 -q ~ ffi1@ rcu~ m Cf,1 ~? 
( 31) ~ (oiJ ~ 
(~) fu,-m; (C::) ~~~~ 

7. ~~~fl~ cn1 ~ ~-
( 31) ~ "ffil@-fcu~ (oi) JITTfi""lrr ffil@-f<ntr 
( ~) qf<i4icl1 ffilIB-f<ntr ( c!:) oClffl ffilIB-fcITT.I' 

s. qf<-r41cl1 "ffil@ f<ntr * ~ -q R~f~f&a q ~ "cfiR m ~ "m\ ~ t-
( 31) "<l"Tm ~ - "SI@ "<l"Tm fcf;tjto (oi) ~ ~ - "SI@ ~ clT<! tfUZI 

(~) ~ ~ - "SI@ -urft ~ (C::) ~ - "SI@ ollfc@ tfUZI 

9. ~ ~-q 'fcti'm ~ ID<T 50 "<l"Tm, 8,000 fcti('f14li!< ~~~I~ 4Ri41cl1 ffilIB 0.80 
rn "SI@ ~ fcf;tjto m v;ci mfll1 G{ 1R 50% ~ "cfill"RT m m "SI@ "<l"Tm fcf;tjto mfll1 
G{ffl-

( 31) 1.60 ~o 

(~) 2.00 ~o 

(oi) 1.20 ~o 

(f!:)~~~~ 
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10. ~ ~ * ffi7@ ~ t-
( 3l) Per KWh (al) Per kgs. 

(ti) Per Rate CG) All of these 

[Answer : 1. (c), 2. (d), 3. (d), 4. (d), 5. (d), 6. (a), 7. (c), 8. (d), 9. (a), 10. (a)] 

I Gfittlt'icfi ~ (Numerical Questions) I 
~ 3if<w1g a+t<li4 ~~ 

(Very Short Answer Type Numerical Questions) 

1. Rt,;J ~ ~ ~ fcfictl'-lll{ ntff ~~Mo Cfil 1'J'1l'AT ~

No. of buses - 8 

Days operated in a month - 25 
Trips made by each bus - 3 
Distance of route - 35 kms. long (one side) 

Capacity of bus - 55 passengers. 

Normal capacity utilisation - 80% 
( Answer : Total Kms. -42,000 kms.; Total passenger kms. - 18,48,000 passengers 
kms.) 

2. . Rt;J ~~ ~ ~ -q-( ~ ·~Mo ctt 1'J'1l'AT ~ : 

~ ~ ~ ~ ";fllU ~ ffi 6 ~~-mt ~ ffi ctt ~ 75 Mo !1 
· ~ ~ * ~ Cfil a.'fl«IT 60 ~ !1 • 2006 * ~ Cfil a.'fl«IT ~ 75% cU(-<ffc:lcfi 
~ ~ ~ ~I ti'ifi ~ ~ ~ wmf k-J ~I ~ ~ ~ ~ 31A-~ Cfil ~ 
<lT3IT 'fill 
(Answer: Total passenger kms. 12,15,000) 

3. ~-smrc-t Mo <fi1 qfl-cm.11 ffi7To 50 ~!1 ~ ~ ~-q-( 50% ~~ 
~ t m ~ -smr c-t <RIG<~ cfitrft? 
(Answer: ~ l per ton km.) 

4. fuit~mB@o ~'1TR<filmtn3TI'*~cfiTRt,;J~~f: 
10 ~ - 50 ~ a.'fl«IT 'fill . 
15 ~ - 40 ~ a.'fl«IT'fill 
~ ~ ~ ~ K-=r * 8 fcti"tfto Cfil ~ ~ IO~~ t ~ 75% mz' N\ 
'1fTffi fl ~ ~: 5 ~ lRl+@ ~ cfiT{"O"f ~ ~ 3lT m'l ~ 2019 ~ ~ ~ 
~Mo~~I 
(Answer : 16,36,800 passenger kms.) 

5. ~ ~ ~ ~ * ~ 10,000 fcti"tfto ~ ! ~ 20% ~ ~ ii 
qf<c:1tf1:tik1 ffi7To 1ITTr ~o 3 ~o ti ~ ~ : 
(i) ~ qf<c:1tf1:til<.1 ffi7To 
(ii) ~ fcfiffi'-ill{ 
(iii) 1ITTr ~ Mo qf<c:1tf1:tilt1 ffillol 
(Answer : (i) ~ 30,000; (ii) ~ 8,000 (iii) ~ 3.75) 

6. ~~~~ lOZ1"GR~~,t1~~*4c-tllWf~t~~ 
llWf ~ oomu t, ~ ~ ~ 8 Z1" llWf cfiT "lR ~ ~ ~ cfftm ~ i1 
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~~~cfi1~50f~o,~~~J5fcf;i:fio~~~~ 
60 fcf;i:fi o t I f.R¾ c-f fcf;1:ft o cfil lJ1l'AT cfiU I 
(Answer : 1,070 tonne-km) 

7. ~~qi-i:q;ft2 c-'f ~cl@ !0qWT, 6c-! ~c1ffi 5~~ 5 r-r~~ 
2o~~t1~~~~-q'5 ~c,ll@"ft~~~T( 1ofcf;i:fto 
cf,1 ~ qq cfi«rr ti ~ 10% clITT ~ lf{D'.@ ~ m ~ ffi t ~ ~ ~. 
cf,1 80°/c, ~ ~ -q' m mm t 1 ~ qi-i:q;ft ~ ~ -q' 25 ~ ~ cf,{ffi m m qi-i:q;ft 
&TU ~ ~ ~ cl@~ r-r-fcf;l:rro qiT 9Rcfi(11 ~I 

(Answer : l,35,000 tonne-km) 

~ ~ 3tiUi4 ~~(Short Answer Type Numerical Questions) 

I. 2019 ~'fl~-q' 5 G'l '-lR ~~~~~ ft~l<1g< °B~o'qi"1l11f 'GR lijtfffi 

• ~ ~ ~ ~ ~ ~ ~ ~ "B llflf -q' ~ ~ "IR 3 '21 -im, ~ Gffi 

"3cfl(TI ~ "B ft~1<13< ~ ~ ~ &TU 5 Gffi 8 c-f -im, ~ '1l<TTI ~ ~ ~ 
~ ~ fl~l<13< -clqi W f.r-fl-im, m q'TMi "ffic-TT ~I 

fl~l<13( "B ~ cfi1 ~ 210 fcf,tjto t 0~ ft~l(13( ~ ~ cfi1 ~ 120 Mo ti~ 
c-lMo~~I 

(Answer: 23,010 tonne kms.) 

2, ~ ~ * ~ ~ ~ ~ c-1 fcf;i:fio ~ ~ : 
~~-q'~ 80 r-r~ 350 Mo~~~ ~fcrq{uyf.ri:;:f Jl'cfiT<t: 
Days Kms. Tonnes 

Monday 75 16 

Tuesday 80 14 

Wednesday 65 8 

Thursday 60 13 

Friday 40 15 

Saturday 30 14 

Total 350 80 

(Answer: 4,640 tonne kms.) 

3. 2019 ~ ~ ~ -q' ~ ~ ~ 50c-11:1'@ ~ ~ o~ clT9'm -q' 65 c-f -im, ~I 
~ qi-i:q;ft ~ ~ m 30 "{lo >1fu c-1 Ffi"Ulll ~ cfiTffi t ~ qJITTfi ~ m 28 "{lo 
Jl'@ G'l ~ cf,{ffi t, ~ ~ cf,1 ~ qi-i:q;ft cf,1 ~ ~ 2,500 "{, 0 t, ~ qi-i:q;ft 
qiT ~ ~ qiT "(1l1f ~ ~I 

(Answer : ~ 820) 
4. ~ ~ qi-i:q;ft cfi1 ~ lTTRfcfi 9R'i:ll(11 ~ 4,602 "{lo ti ~ ~ ~ 10 ~ ~ 

5 c-1 'llR ~ m~ cfill qi-i:q;ft ~ ~ ~ qiT Ffi"UllT 60 "{lo Jl'@ c-f ~ t I ~ ~ 5 qJ'tHfi 
~ 8 c-1 '1R ~ m~ cfil ~ clT9'm ~ 5 c-1 '1R ~ ~ cfill clT9'm ~ <lill Ffi"UllT 
56 "{lo Jl'ffi c-1 ti ~ ~ -q' ~ "(1l1f cf,1 "{cfi-q ~ ffl ti 
(Answer : ~ 2,038) 

5. f.ri:;:f ~3TI ~ f.ri:;:f <tT5lT t! ~ <ITTIT ~ ~ ~ ~ cl@ ~ ~ cf,1 lJUR1 

~: 
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(i) ~ ~ TcflfwR 250 Mo; (ii)~~~ 200 Mo; (iii)~~~ 
120 ~ol 

i(,w.fi~~o 3,72,000~o 

~ qf<i:11~1 ('ffl'@ (~ ~ "tR 15% qf<i:fR1cfi ~ cl 

5%~~~~) 
cliftJcf ~ - ~ ~ "tR 30% t, 

l,48,800 ~o 

(Answer: Delhi to Gwalior , 200; Delhi to Chandigarh , 160; Delhi to Rohtak 
, 96) 

6. 3lfcRm (.!~l<1!_i< q~~~~~ 30 ~~t, ~'cf>T at'~ 8Jllffl 15 r-f 
<fitt,~~~ 10 ~~~~ 100% SJllffl"tR~t ~ 10~~~ 80% 
~"tR ~t ~ ~~ 60% S;llifil"tR ~t, ~~ 50 ~ ~t, 
1'Tm WR ('ffl'@ 45,000 ~o f 1 'EJlcR ('ffl'@ JI@ ~ 6 ~o f I JI@ G"f ~ ~ (f-;rm) 
('ffl'@ "tR 25% ~ ~ ~) fflcr cflra ~ qf<i:flt'11 ('ffl'@ -q,iq;. ~ ~I 

(Answer: Effective Ton miles= 18,000; Freight per ton mile= , 3.75) 

7. ~~~~ l6r-f "ITT:~~ (150 ~o) ~~~f~~4 G"f "ITT: 
~ t, cm~~ 3WTU (50 ~o) ~ f ~ ~ ~ "tR 6 r-f "ITT:~ t, 
3TITR1~8 r-f"ITT:~~~f~~~~ (IOOfcfiiTTo) 31@Jf~~ 
"tR 6 r-f "ITT:-aamrrt, ~cm::~awm~m~ 8 r-f ~q,l~ ~JrtWI 

~ ~ ~ !1 ~ ~ ~~~<fit~ 150 ~o !1 ~ G"f 
~o ~ cUfolfJtQcf> G"f ~o <fit 1Jll'RT ~I 

(Answer : Absolute tonne-kms 5,600; Commercial tonne-kms 5,625) 
- ~ 

c(td a+1:fl;q ~~(Long Answer Type Numerical Questions) 

11:i" <.lldlQid qfh,m.,., ("f'l1@' fc1ftf (Transport Operating Costing) 

1. ~ ~ ~ ~ ~ <fit JI@ f <fictl412< ~ <fit 1Jll'RT ~ : 
Value of vehicle 

Road Licence fee per year 

Insurance charges per year 

Garage rent per year 

Driver's wages per month 

Cost of petrol per litre 

Kilometres per litre 

Proportionate charges for tyre and maintenance per km. 

Estimated life 

Estimated annual kilometer 

Ignore interest on capital. (1{-ffl "tR ~ ~ ~ f ,1) 

(Answer: Cost per km. , 9.10.) 

, 15,000 
, 5,000 
, 1,000 

, 6,000 

,2,000 
,s.oo 

8 
,2.00 

l ,50,000 kms. 

6,000 

2. '3t' ~ 'a{' ~ 1'Jlf¢t ~ AJ.ik-tRsM ~ ~ JI@ tTiq.l ~ <fit ('ffl'@ ~ <fiU : 

Mileage run (annual) 

Cost of vehicle 

Vehicle A 

15,000 
, 25,000 

VehicleB 

6,000 
, 15,000 
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f 750 f 750 
Insurance ( annual) 

Garage rent (annual) 

Supervision and salaries (annual) 

Driver's wages per hour 

Cost of petrol per gallon 
Miles run per gallon 

Repair & Maintenance per mile 

f700 

f600 

~ 1,200 

~3 
~3 

20miles 

f 1.65 

f400 

~ 500 

~ 1,200 

~3 
f3 

15 miles 

f 2.00 
Tyre allocation per mile Re. 0.80 Re. 0.60 
Estimated life of vehicle 1,00,000 miles 75,000 miles 
~ ciIT ~ "tf{ 5% "Sl@qtf cift G{ ~ ~ ~ ~, ~ ~ 20 ~~ 
"ERJ ~ t, 
(Answer: Vehicle A - ~ 3.30 per mile; Vehicle B - f 3.75 per mile.) 

3. ~~cfillRt~--::pm~~-ill~~~ 50 fct;tfio ~"tf{t, 4 iffi~fflfl 
~ ~ -q ~ cift 8;1l@l 40 ~ t, ~ 2019 qiT ~ Wc:RVI ~ ~ ~ ~ 
l'fllT t: 
Wages of drivers and cleaners 

Wages of conductors 

Salaries of office staff 

Diesel oil and other oils 

Repairs and maintenance 

Depreciation 

f 1,400 

f 1,000 

f 1,200 

f 3,800 

f 900 

f 1,500 

Taxation and insurance f 2,600 

Road licence fees per year f 500 

Interest and other charges · f 1,500 

~ ';;it ~-q ~ ~ ~ ~ cfl1 8;ll@l ~ 75% ~, ri "'qlU ~ ll'Jl" ~ ~ ~-q 
~ !'t ~~~"SI@ k-f ~ 1iU ffi <iITI ~ ~ fct;tfio ~ ma ~I 

(Answer: f 0.0387 per passenger km.) 

4. ~~~~~~ft~ 2019 ll'Jl"~ fl'dlf~d ~~t: 
~~22 k-f, ~~26 k-f, ~o<i<iIT~~- 880 ~o, ~f{q 33, ~ 
~ lfqf 1'R 330 c-11 2019 qtf-q 275 k-f qfl'qR11 ~ lfqff ~ -~ 400 ~o 
"SI@ ll'Jl", ~ 200 ~o ~ ~. ~ 200 ~o "SI@ ll'Jl", ~' lfm q ~ ~ 
2019 ll'Jl" qiT 600 ~ol ~~ ~ 1{'1f qtf ~ ~ ~ lRlJ:fd' ~ 5,440 ~ol 

qtf 2019 ~~ 3ljl-l1Ad ~-~cf){ 1,100 ~o, ~ 1,920 ~o, ~~ 800 
~ol JmRRq ,3l;:q~ 11,000 ~o, i_-;ft~ 41,200 ~o, ~~ ~ 1,200 
~o,Jl1flcft~5qtf1~~: 

(1) ffiTlo "SI@ c-1 fct;tfio, (2) ffiTlo ~ qf<illf~d k-f, 
(3) ~ Jlf11 4R'i:IIR?ld fcf;l:fto, (4) ffiT@ ~ 4Rillf~d f{q, 
(5) ~ c-1 fct;tfio G{, ll'R f.mft ~ "tJ{ 50% ~ ~ m, 
(Answer : (1) f 0.42 per ton km., (2) f 166.40 per day, (3) f 4.16 per km., 
(4) t 110.89 per trip, (5) t 0.84 per ton km.) 
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5. ~~q;i:q;ft tit\lH~l{ 3ITT~~~~~~~~ 50 fctiMl'il2( ~i. 
4 om'~ -m i1 ~ om-q ~ cf>1 e.-llfffi 40 <lT5fi ir ~ 2019 ~ ~ f.19 
fcfcRuT ~ ~ ~ ~ ~ i : 

Wages of driver and conductor 

Salaries of Office Staff 

Diesel Oil 

Repair & Maintenance 

Tax and Insurance, etc . 

Depreciation 

Interest and Other Charges 

~ 

2,400 

1,000 

10,800 

5,400 

2,000 

9,000 

1,800 

. 32,400 
ql~Mcfi ~ ~ B ~ ,rq, ~ cf>1 8:f1fffi ~ 75% ~,~~om'~~~ k,:r 
~I ~ offi ~ ~ ~ -m: 31A--;;rA cf>1 -qJ,rr cf>ll 

~ ~ fctit1\4l2{ "ffiT@ ~ ~I 

(Answer : ~ 0.087 per passenger km.) 

6. oWlR~qi""tlfTim~~~~ 50Mocf>l~~i,"'qf{-m~t,~ 
officf,18Frar 50~t ~ ~offi25% ~~t, ~-.m~~~k-1' 
~ii ~offi~~l§"CT1F'Tcfi{fflil ~ 2019 ~~~cn"tq';:ftcfi't~ 
~ f1J..1ft"!R9a ~ fcfcRuT >ll1<f ~ ,rq t : 

Wages of drivers and conductors (~ ~ ~ cfi't ~) 
Salaries to office staff(~~ cfiT ffl) 
Diesel, oil, etc. (~, ~ ~) 

Repairs (lf<t%ra) 

Insurance and Road Tax (afttrr cf~~) 

~ 

4,~00 

2,000 

6,000 

3,600 

4,000 

Depreciation (lm'') 4,400 

Other fixed charges ( ~ ~ ~) 4,000 

R'-lfftJ ~: (i) >Ira wm1 ~o· ('(fl@ (ii)~~~~~ cfiT um~~ 
~ "ffiT@ qif 50% m, 
(Answer : Passenger km. 4,50,000; Cost per passenger km. 6.4 paise; Fare ~ 3.60 
per passenger) 

7. fuitom~@o mtl@";fl'R cfi't~ail'-qom)'cfilf.19~~ i: 
10 buses - 50 passengers carrying capacity 

15 buses - 40 passengers carrying capacity 

~~om~k-f'-q 8 Mo cfi't~~ 10 ~ WTRfli ~ 75% ~m 
~fl~ ftm ~- "t frfi~: 5 offi' 1R"A'.IB ~ cfiR1ll ~ -:m a:{J "9'Tffil 
~ 2019 ~ -q q,"tlfTI ~ f.19 ~ ~: 
Garage rent, rates and insurance 

Road and vehicle tax 

Salary : Chief Operating Manager 

t 5,000 

t 1,000 

~ 3,000 



3 Assistant Manager 

4 Supervisor 

25 Drivers 

30 Cleaners 

Office Staff 

Consumable Stores 

Petrol 

~ 1,600 each 

~ 800 each 

~ 480 each 

~ 200 each 

~ 8,000 

f 9,000 

f 48,000 

Lubricants f l 1,000 

Replacement of Tyres & Tubes f 3,500 

Gas & Electricity ~ 700 

Miscellaneous Expenses f 3,600 

Repairs f 7,000 

q;i::q;ft ~ ~ @fqq; ~ ~ ~-"tpf ~ fcf;cn ~ fcrf"Ff ~ ~ qj«jf~c:fi ~ 
~tam~~ 13,000 m &1qfc:1f@a ~, ~ wn1 -c:f,) ~ ~ ~ ~ ~ 
1ITTf ~ fct;tfto qf{::q1~1 cffilTo GifdT ~I 

(Answer: Re. 0.0847 or 0.085 per passenger km.) 

8. ~ ~ q;i::q;ft &TU~~ "aml ~ ~ cfiT 2019-20 q!f ~ ~ ~ fct;tfio ~ 
~ ~ ~ ~ ~ ffi7ffi 1BI aFTT3lll ~ ~ 2019-20 q!f ~ q;i::q;ft cfft 
~ ~ ~ TJQ; t ~ 
5 lll:ifl "aml cfiT ~ ~ ~: 1,00,000 ~o, 45,000 ~o, 80,000 ~o, 55,000 ~o cf'TT 

10,000 ~o t, ~ cfiT ~ ~ ~ cfiT 20% t, ~ l{"{Ul'o, 3Wl!;TUT ~ ~ F 
~ cfiT 80% t, 
Wages of IO drivers 

Wages of20 cleaners 

Yearly rate of interest 

Rent of six garages 

Director fees 

Office establishment 

Licence and taxes 

Reaiisation of the sale proceeds 

f l 00 each per month 

t 50 each per month 

4% on capital 

~ 50 each per month 

f 400 per month 

f 1,000 per month 

f 1,000 every six month 

of old tyres and tubes f 3,200 every six month 

q!f ~ 900 ~ 1,600 f<lit-TI4le< ~ ~ TJQ;I 

(Answer: Re. 0.125 per passenger km.) · 

9. M ~ ~ 31fCf ~ ~ "'i@R cfft 1ITTf G1' fct;tfto ~ ~ ~I 

Davs 

Kms. 

Tons 

~ ~ ~ ~ ¥f 80 Z1' ~ ~ ~; ~ ~ ¥f ~ 350 fcfi~1'11e<1 
"3"CIOO~~MJlqij"{l: 

Monday Tuesdav Wednesday Thursday Friday Saturday Total 

75 80 65 60 40 30 350 

14 14 8 13 15 14 80 
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~ * oll'll' H'-ifC"lf©d ~ : 
Driver's Salary 
Cleaner's Salary 
Petrol, oil etc. 
Repairs and Maintenance 
Depreciation 
Other Expenses 

3ff"Cl'~-q4~~1 

f 3,000 per month 
t 2,000 per month 
fl l.60 per km. 
t 4,640 per month 
t 1,250 per month 
t 1,600 per month 

(Answer : Operating cost per ton km. = f 1.55.) 

10. mGROO~~~~*~~~~oqrq'f{~f<fi«nl~mTI~~ 
oll'll' f.p;:J 'SfcfiR t : 
Cost of each taxi f 75,000 
Salary of office staff f 1,500 p.m. 
Salary of garage staff . f 2,000 p.m. 
Rent of garage f 1,000 p.m. 
Driver's salary f 400 p.m. per taxi 
Road tax and repair f 2,160 per year per taxi 
Insurance premiwn @ 4% of cost per year 
~ ~ <fiT ;jftc:Hc+ii{'j 3,00,000 ~0 t otff ~ ~ cff 15,000 ~0 -q ~ <fir 
~ t, ~ ~ ~ 4,000 ~0 "Sf@ mg- "i:l'Rffi t ~ 20°/c, fflffi "i:l'Rffi t, 
~ ~ ffic{ ~ ~ 9 ~0 ~ t ~ "ffi1@ 6.30 ~0 ~0 "Sf@ ffic{ t, ffl 
~ 3Fll' oll'll' 10 m "Sf@ 100 ~0 ti 
~"'i@R~Jlffi~o~~TfVAT~I~ l.80ffl"Sfra~o~"'i:!Fif 
f<fi«n ~ "ffi mGR 00 ~ q;) ~qtf-q~ ~ ~ ~'-"M-tl t1 

(Answer : Operating cost per km. t l.65; Profit in first year t 5,760.) 

11. ~ ~ 10 r-f ~ "Rc+il P ~ ~ "{cffiT ~ t ,1 ~ ~ 4 r-f 00 -q Q ~ -q-{ ~ 
~i'ij"'~ R ~"tll:~t1 R ~~cff~ 8 r-f~mmm P 
~-q-{~tl P~~Q~,Q~R cl'tTIR ~~p~~~st;lffl: 40 
~0, 60 fcf;q10 <'!"fl 80 ~0 t1 f.R¾ G-f fq;<'flqll{ <'!"fl cllfolf\J'llc+i G-f fcti<il4\l{ ~ 
~I 

(Answer : Absolute kms - 1,400; Commercial tonne kms - 1,440) 

12. ~ ~l~ttkff ~t?l<-t':I{ tt ~ * ~ 5 r-f "l'lffi "cl'iR * 30 m Jlffi r-f TI <nm 
i1 qy-qm wq <fir ~ 28 m JI@ G-{ ti 
1W<f 2019 ~ -q~~ 10 "ill'1~~ "cl'iR *~~ t~~ 3 r-f ~-q-{ ~ 
-q: ~ am: -acrru ti "lll" ~ ~~~~~*~~am: m ~ t oll'll' f.p;:J 

'SfcfiR ~: 

cffllfcli ~ oll'll' 8,400 ~0; cffllfcli 31'¥~ oll'll' 3,600 ~0; ~ ~ ~ 1,000 ~o I 
3ffCI' Jlffi G-t fcf;<'fl'11l< (~) ~ ~ otff lW<f 2003 ~ ~ "{'1J1l '1ft, "l!l" ll'F@ ~ 
lll ~ Gl lll ti~~~~~ t : 
~8I<-t':I{ ~ ~ ~ ~ 120 ~0 ti 
l-lt?l<1':I{ ~ ~ ~ ~ 210 ~o ti 
"lflf"q ~ ~~~~ ~ 8 G-{q;iR 5 am: ~~~-atR ~mum 
~ -q-{ 500 ~0 ~ ~ ~I . . 

· (Answer : Cost per ton km. = Re. 0.109; Profit for the month March 2019 = t 820.) 
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13. 3'.ffio ~o ~ ~ ffl' ~ ~ 10 ~ "'q"ffi "{ITT t ~ ~ 251%"ifto °ti~~ 
-q 30<TT5ft -.lo~t1 ~ 2019 ~~@"Q'.olj"qRi:;:J"Sl<fif{~~: 
Salaries of Drivers & Conductors ~ 60,000 

Salaries of Mechanical Staff ~ 6,000 

Diesel Oil and Lubricants ~ 40,000 

Taxes, insurance, etc. ~ 5,200 

Repairs & Maintenance ~ 8,000 

Depreciation ~ 32,000 

~ 1,51,200 

~ <tl ~ q;r 60% "3"ffl ffl ti 
ri~11IB1W 25 fu:9~t1 ~-m~4 f{q 1iU ~ti 
( at) 11@ ~ f<f><:1li:fic!.< qfli:fR-11 fflT@ ~ ~I 

(ai) 11@ ~ 11ffr f{q fflT@ ~ ~I 

(~) 11@ <TT5ft 11@ f{q fflT@ ~ ffl ~ ~ qft ~ cf;T ~ ~ 80% ~ ~I 

(G) 11IB ~ 11IB f{q fflT@ ~ ffl ~ ri oq-q (~ ~) 20% ~ ~ ~ 
~qft ~q;r 80% ~"ITTI 
(Answer : (a) Cost per passenger km. - Re. 0.168. 

(b) Cost per round trip per passenger ~ 8.40. 

(c) Cost per round trip per passenger ~ 6.30. 

(d) Cost per round trip per passenger ~ 7.30.) 

14. ~~*-qm ~VHttt ~f.ri:;:r~~mID'~"Sl11<l't: 
~qft~ 10 

~ tcffft <tl mr@ ~ 20,000 

~ q;r mA ~ 600 p.m. 

~&Nlcl cf;T mA ~ 500 p.m. 

~ q;r mA ~ 200 p.m. 

~ q;r mA ~ 400 p.m. 

~ cf;T ~ ~ 600 p.m. 

aflln~ 5%peryear 

~ ~ ~ 600 per taxi 
~ q;r mA · , 200 p.m. per taxi 

~~ , ~ 1,000pertaxi 

11@ tcfffl cf;T ~ ~ 2,00,000 1%"ifto "tt ~ tcfffl l -rrf -q ~ 3,000 fcf;ift e 
~ f ~ ~ 30°/c, ~ ffift t1 ~ ~ 10 fcf;ift o * fffi 1 "ffle{ t Gt 1.80 
~o 1ml ~I ~ ~ ~ olP-f 5 ~o 11@ 100 fcfii:flo "tt tcfffl * ~ fcf;ifto q,l 
qfli:flcl1 (1ff@' ~ ~I 

(Answer: Operating cost per km. Re 0.779, Effective kms. 2,100.) 

1s. ~ffl''at' ~ 'of' ~~~~{cfimu~~~-qm~~~~t, 
~ ~ ~ 'at' liA <tl ~ 10 fcf;ifto -a-'fl '"if' liA <tl <tU 15 fcf;ifto f 1 ~ cf;T V!fi 
w~ ~ s ~t, ffl'~~q;r~m*cnrq 3l@Tf, mIDut 
~ ~ qft Tffcr ~ ~ ~ t 30 fcf;ifto 11@~ t ~"1 10 f4;g ~ ~ ~ iim 
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~m-qwr~i1 'a:f' ffl11R ~ -~~~cfil 30 r:Act 3ffi~ffl1 
1R ~ cfil am@~ 20 r:Ac ti 
~ cfil ~.~,-;ft-qr~~ 9 ~o 1lfu ~ i1 fq;:i, ~. ~. ~ ~ -~e;rrl 

q,'t "ffil@ 1.20 ~o m'ff fcf;l:fto ti ~ ~ ~ -;;n m ~ ~ ~ ~ q,'t Jlfu r.i
Mo ffilffi ii«ff ~I 

(Answer: Mine A : tonne km. 50; Cost per tonne km. t0.72. 

Mine B : tonne km. 75 ; Cost per tonne km. t 0.66.) 

16. ~ ~ ~ ~ ~ ~ ~ 5 r.f t_ cfil R9 ~ ~ !1 
~ q,1 "ffil@ 90,000 ~o 

3W'lf.@~ 10~ 

~~~ 15~o1lfu~~~~ 

~ ~ awe:rrr 500 ~o Jlfu ~ 
~ cfil ~ 500 ~o JI'@ ~ 
~ cfil ~ 250 ~o Jlfu ~ 
-;ft-qr 4,800 ~o >I@ 9'f 
rcm 2,400 ~o >Im 9'i 
~ Rm.,Dl cxfll 4,800 ~o 1lfu 9'i 
~~~l{IB~q~~t~~ 50 ~ii ~~~1R ~1fl'f l¼:T'l'fil 
cfil >ifC<f m ~ t ~ ~ ~ l¼:T'l'fil cfil 20% tt fitFr -q@l ti ~ ~ ~ f.:fi ~ 
~~-q25~"q'ffillt_~~I 
( a:f) >I@ r.f ~ q,1 qfl~l<11 ffil@, 

<~)~~~in 50% ~~-.ten Jlfulh in >lffl r.i- cfll'T G\ ~ 
<fitl'ft? 
(Answer : Operating cost ~ 0.50 per tonne mile; Freight rate ~ l per tonne mile; 
Freight per trip ~ 300 (both ways)) 

~ ~lfc:Ht'Jii qn_iSji("i.:t ~fclftf (Power House Operating Costing) 

17. ~ 'tj'J'q{ ~ IDU ~ ~ q;t 1lIB ~ ( f<f>cilc.U2) ffi"IIB ~ ~ ~ 9'i 
2019-20 ~ R9 ~ ~ ffi"IIB 'q,f ~I 

Total units generated 15,00,000 Kwh. 

Operating Wages ~ 33,000 

Plant Supervision ~ l 0,500 

Lubricants and Supplies ~ 21,000 

Repairs and Maintenance ~ 42,000 

Administration Overheads ~ 18,000 

Capital Cost ~ 3,00,000 

~ 9'i ~ cfil 51~1•1 1.5 kg. Jlfu ~c.ll213lll ~ ~ ~ 'tj'J'q{ ~ cf>10.03 ~ 0 

1ITTf f<f><."113114 <R >ifC<f 13lll 1Fl ~ 4% 1lIB 9'i q;t G\ ~ ~ ~ lFlll iptt 1R &ll"l'il' 

~ ~ cfil G\ 6% Jlfu 9'i ~ 1 % an'~ ~ lF!ll 

(Answer : Operating cost per kwh. of electricity generated = ~ 0.15) 
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1s. ~ ~ arq;:ft ~ ~ ~ ~ arq;:ft m cfil ~ ~ cf,""{cff i ~ 
f.l'i.:r~t: 
l. Fuel - 2,000 quintals @ , 12 per quintal is the quantity of coal consumed during 
the month of April. 

2. Oil 40 quintals @ , 750 per quintal. 

3. Water 1,00,000 litres@ , 4 per 1,000 litres. 

4. Cost of steam boiler , 1,00,000 which has residual value of , 4,000. The life of 
boiler is IO years. 

5. Salaries and wages for the boiler house - 30 men@ ,200 p.m. and 30 women@ 
f 160 p.ni. 

6. Share of administration charges , 2, l 00 p.m. 

7. Sale of ash , 600. 
8. Generating plant cost , 1,50,000, Depreciation @ 20% p.a. 

9. Repairs and maintenance of steam boilers , 2,000. 

10. Salaries and wages for generating plant : 

15 skilled workers @ , 400 p.m. 

25 unskilled women@ , 120 p.m. 

11. No. of units generated 2,00,000. 

12. 10% of units generated were used by generating department itself. 

~ ~ qft >I@ ~ ~ ~ ~I 

(Answer : Cost per unit , 0.45). 

~ &.:a1-, qfl-e:m,,-, <"fT1@' ftrftf (Canteen Operating Costing Method) 

19. i:rITT=J~~~3lR~mTI~$ki~~~l'ft~<filf.l'i.:r~ 
~ ~ 'tf{ >I@ ~ ffiT@ qft 1fO"R1 ~I 

I. Purchases of the month of June 2019 : 

Meat 50 Kg. @ , 30 per kg. • 

Eggs 35 dozen @ , l O per dozen. 

Vegetables , 600 

Bread etc , 800 

Rice. , 1,200 

2. Wages and Salaries - 4 cooks @ , 400 p.m. each 

2 Counter Clerks @ , 250 p.m. each 

. IO Helpers@ , 100 p.m. each 

l Manager who is paid , 100 p.m. as allowance 

3. Consumable stores , 10,000 per year. 

4. Gas & electricity , 400 p.m. 

5. Overheads allocated to the canteen , 2,400 per year 

6. Company subsidy , 4,000 per year 

7. No. of meals served in the month 2,000. 

(Answer: Cost per meal ~ 4.38-.) 
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~ ~ Yf°lill~-1 c'Tilrafcritr (Hotel Operating Costing) 

20. h ~ ~ -q: "ffi";{ ~ c); mra ~ l-~ <filR cl'R-fT mra, GT <filR cl'R-fT 
mra ~ "ffi";{ cfilm' cl'R,T mra, 
~ ~3TI c); ~ "CR ~ ~ c); f.lqra c); ~ q,1 lJUR1' ~ : 

1. GT cfilm' cfM ffcml' <fiT ~. ~ cfilR cfM mra q,1 ~ -q' 1 ½ ~ m am "ffi";{ 
cfilm' cfM f.rc.lra <fiT ~ ~ cfilR q@ f.rc.lra q,1 ~ -q ~ ffll 
2. ~ -q: 20 "ffi";{ <filR q@, 30 GT <filR q@ ~ 100 ~ <filR q@ mra ti 
3. ~= ~ -q 90% ~ ~ q@, 80% ~ cfilR q@ ~ 60% "ffi";f q;.:R q'!'R 
mra M ™ t, ~ -q 50% ~ <filR q@, 20% GT <filR q@ ~ 20% "ffi";{ <filR 
q@f.rc.lraM ~ t, 
4.~cxfq~l: 

( 3l) ~ ctA 22,00,000 ~o I 

( "') cfilRT q R'qf (iiq,f <fiT ctR -~ -q 20 ~ 0 Jira I cfilR cl'R,T Rcfm I 30 ~ 0 Jira 2 
cfilR cl'R-fT f.rc.lra ~ 40 ~o Jira 3 cli'IR cl'R-fT. Rcfml ~ -q - 30 ~o Jira I cfilR cl'R-fT 

Rcfm 1 45 ~o Jira GT cfilR cl'R-fT FMH-1 ll'TT 60 ~o Jira 3 cfilR cl'R-fT Rcfml \ilil' M ~ 
"ITTI 

(~) ~ arq -~ 400 ~o Jira~ I <filR cl'R-fT f.ftm:l, ~ ~ 1{11f ~ NU it 
~ ffl -q1 600 ~o Jlfu ~ GT cfilm' cl'R-fT RcITTJ, ~ ffl -q: ~ 1{11t ~ ftlu m1 
soo ~o Jlfu ~ "ffi";{ ffl' cl'R-fT Rc1R1, ~ ffl-q' ~~~~NU mr 
arq 200 ~o Jlfu ~ I <filR q@J RcITTJ, ~ ~ 1{11f NU m1 
300 ~o Jira ~ 2 cfilR cl'R-fT Rcfm, ~ ~ 1{11f ftlu "ij1 I 
400 ~o Jira ~ "ffi";f cfilm' cl'R-fT Rcfm, ~ ~ 1{11f NU m·1 ~ ~ ~ ffl -q wrR 

~t, ~~ . 
(~) ~ oQ"q-~ c:f -tc:fl.flq,(Oj 4,20,006 ~o 

r~11 ~ 4,50,000 ~o 

~ ~ 5,00,000 ~o 

~ 3,15,500 ~o 

lffi-'qq.{ ~ 5% 1.40,00,000 ~o fflT@ "CR,~ c:f ~ ~ 10% 10,00,000 ~o 

<'IT'@ "CR, ~ cfir61:tH< ~ 10% 20,00,000 ~o '<i1lT@ "CRI 

5. ~llRft;rqy~qlf-q~7 ~~~ 5 ~~fl ~-q~k-'J 30 K-'J 
ll'R~I 
6. '<i1lT@ "!{{ 25% ~ ~ ~ ~ ~ ~ ~ "CR ~ ,:ft ~ ~, 
(Answer : t 200 rent for single room suite for one day. 
t 300 rent for double room suite for one day. 

t 400 rent for three room suite for one day.) 

••• 



~ ~i:tl.:a ~~icb'1 
(Marginal Costing) 

~ qfli:44 
(An Introduction) 

~ ~ qft ~ ffll@"t'/ GT~~~ ~f'"'lfci1d ~ t, ~ ~ qf(qJ,nnH ~, 
~~~~11fft~~<t11{~~~~~,fi31qf(qfiitf~~l~~"t'j 
,qq;f q;i ~, ~ q;i mA, ~ cfiiftjlf<41. q;t mA, ~ ~. >fcfim ~. ~ 

~. 3flfu: ~ 11ff t, ~ ~ ~ ~ ~ lR WR 11ff t ~ lflfucfi, ~ ~ ~ 
oZfq ~ t, ~ Jl'cfiR 6 'Jl'Tf ~ WR olPn' cfi1 ~ "t'f ~ WR oZfq GT~~ t, lflfucfi ~ 
olPn' ~~WR oZfq 12 ~ 11ff t, M ~ "t'f fc6o.ft ~ q;i ~ l3lT ~ ~ 
oZfq 3Ui'11~d mt, 3@: 3U~ ~ ~ ~ lR l1ffr ~ WR olPn' cfi1 ~ cfil{ ffift t 
• q;1J ~ ~ ~ ~ lR l1ftJ ~WR~~ ffift t1 ~ ~ ~ ~ l1ftJ 
~ qf<qd1~(1 ~ t, lif ~ N t Ffi ~ <'Ill@ q;i lWT m 3l4Ri:4fifd ~ t ~ Wcf 
~WR~ qflcnf-t¥ftl1 l1a t, 

qflenf-,eftM '8qtf (Variable Expenses)-4Ri:4d-t:tftcl oZfq ~ ~ ~ oZfq ~ ~ .'\in 
~~~lR~tm~cfilf~lR<t11{~t1 qftqd•Wfl(-1 ~)"t'/~mirm 
(Direct Materials,)~ JJJI{ (Direct labour),~~ oZfq (Other Direct Expenses), W.U 
qflc4tf1:tttl1 aqftoq4 (Variable Overheads) ~ '$fl' q;i lffi, '$fl' cfi1 -iw:ire, ~ clfq, 

~s1idl3'1. -cf,) cfilfm;r, lrftffl q;i ~. ~ efb:t~d 1)a fr qftc4tf1:tftcl ~ q;i 'lWl qf<c4tf1:tftC"1 
<'Ill@~ t, qftc4tf11tal1 ffil'@~ lITTIJ "t'i m qflqcf1:tnC"1 ~ t ~ Wcf ~ W!I"{ mm t, 

~'1'1'1Tit (Marginal Cost)-4Rc4tf-t:ml1 olfln' q;i lWT ~~mm t, ~ 3ffil 
~ ~ '"IRt \if@f f ~ 4Ri:4d11'ft("I (1Jl@ (Variable Cost), fq'q~lc'-lcfi <'Ill@ (Differential 
Cost),~ 'l111m (Incremental Cost),~ <'Ill@ (Direct Cost) ~I 

4hu"\'I ~ qi'f at?.f . 
(Meaning of Marginal Cost) 

~~~~~~~"t'f~cfil~cfi"{~~m~~-cfi)~ 
~ ~ t 3m le aiRtRiffl ~ cfi1 <'Ill@~~~ ti ~ ~ ~ cfi111;cfi' 
~1cfiTf ~~ -q~ ~ '(1f1ffl a:mft t ~ ~ ~ ~ t, ~ ~ ~ 
~ "t'f WR (1°f1@ "t'f-cfi)f ~ ~ itm ~ qftc4tf1:tftl1 ~-q ~ itm t arn: qftc4tf1:tttcl 
olPTT ~ lWJ q;) ~WR\'~ t • ~ fflTra Wcf ~WR~ f1 ~ (Accounting) 
~ ~ ~ ~ q;i itef qf<c4tf:tftl1 '(11T@l' ~ lWT ~ ~ t, ~ ~ ~ f<.rt1A m lR 
Wcr ~WR~ ti miJRt <'fll@"t'/ ~ mlBfl ~. ~ JJJI{ <'Ill@, 3F1 ~ ~ w.n 
qf<c4tf:tftC"1 aqftoq4 ~ 1)a ti 
~ ~ ~ ~ Jl'cfiR ~ ~ ~ ~ '1J1, qn:c.a1:tftl1 ~ ~ 'lflT WR~ q;i ~ m ~ 

3W qftc4tf1:tftC"1 oZfq (Semi-Variable Expenses) ~ ~I ~ olPTT q;i qftc4tf1:tfl(-I 'lflT ~ 
<'Ill@ -q ~ ~ ~ w.u ·W-R 1TI1T ¥1 W!I"{ wim "t'f ~~ti~ GT m cfil ~ 
~-q'~'(11"1ffl~~~"ij@"cfim~-
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. . Change in Cost 
Marginal Cost per umt = ------

Change in Production 

a~1g<o1 ~ 1,000 ~ cfft ~ (.1fT@ t 21,000 m ~ 1,200 ~ cfft ~ 
(.1fT@ t 30,000 mm~ (.1fT@ il~ W!R (.1fT@ cfil 1J1JRT ~ W:fiR cfft ~-

M 
. IC . 30,000- 27,000 3,000 ~ 

15 argina ost per urut = ----- = -- = , 
l ,200- 1,000 200 

Total Marginal Cost of 1,000 units= 1,000 x 15 .=? 15,000 

Total Marginal Cost of 1,200 units = 1,200 x I 5 = f 18,000 
Fixed Cost= 27,000 - 15,000 =? 12,000 

or= 30,000 - 18,000 = ? 12,000 

#1'41.:a fflTTn ftmf q;r 31'?.f ~ q fhwi4, ij 
(Meaning and Defmitions of Marginal Costing) 

~ (.1fT@ fclf~ ~an cfil ~ cm cfi1 ~ f<mtf fclf~ t, ~ ~ qfb:~d•Wftct 
~ cfil '8fb:ifcl<l ~ "\ilTffi ti "ffiqRJ (.1fT@ ~ (.1fT@ (Job Costing), ~ (.1fT@ 

(Process Costing), ~ qf<-ql(11 ffil@ (Operating Costing) cfi1 "IITTr (.1fT@ ~ cm cfi1 <fill 
3lffi fclf~ --m" t ~ w (.1fT@ ~ cm cfft ~ t ~ ~ qf<qcf1:tft("! ~ cfil ~ 
~ "\if@l t, "fflqRJ ffilTo fclw cfil ~ fcm:Rr ~ ~ Jfcm -qft~ ~ t-
~ cfitt ~ ~ "ij; ~. ''tftrrR:r ffl1ln fclfq fflTfn <li1 ~Mi f.;n:rq" ~ <i> 

W<m ~ -ol/llT. qil wfferc;r Flil/T ~ t ;;ff ~ ~ "ff 1ff5f( * HT¥f ~ ~ ,,,, 

~o ~ °ij; ~' '~ fff"( -q·~ ~ cfi17!/f-lI * qi1<fTT ~ fflTfn -q·s1< T/R"if(Ff 
qil wnm, ~ cfTfit ~ qil mirRf MTt'fff Fc,fq ~ ,,,, . 

~o ~o ~o ~o ~ "ij; ~. ''tifrrR, fflT/n M qiT 31TfP1 ~ fflTfn "fft/1 
qfiqr1➔~17<'1 "<'fTTRf -q ~ ~ mirRf fflTfn qiT f.:r,mu, q;"r,fT "fft/1 ~ cfi11ff5ff 31Flqf fct;f1{ -q 
vftcrrf.:r qiT ff1'1 W "J1'lTq ~ cfwfl-/1'' 
~ -qft~an ~ ~ t fq; .. ~ ffl1ffl' M' ~ ~ Q~cnf-t,nt-t ffl1raT "S 

amnt~<-flll qfr TfO'Tollqfr~t ~fteftfflTlffl ?fiT <-flll~ ~ cfilf m1° ~t,'' 
fih-u:.a ~ fcri1f 1'il rc-il tM 1 ~ 

(Chuacteristic1 of Marginal Costing) 

W ~ qf{qcf1:tft("! ~ ~ W!R ~ ~ ~ ll"{ ~ti~ fclw Ci~ 
~ qf<qcf1:tHct (.1fT@ cfi'I -tt ~ (.1fT@ m::1t \jf@J t W?R "ffi1@ cfi'I ~ ll"{ ~ Jf'lll{ 

(Charge) ~ \if@J l1 ~ fclf~ cfi1 ~ Fc1~trni~ Jfcm 't-
1. ~ fclw ~ mllRl "ffi1@ cfil °tt ~ "ffi1@ llAT -;;i@l i1 
2. W!R (.1fT@ cfil ffi"f ll"{ ~ 'Ill{ (Burden) llAT "\ilTffi f1 
3. 31ff- qf<qcf1:tft("! t'JIT@) cfil \:fl qf<qcf1:tftc:1 ffi1To tf'lfl W!R ffilIB ~ ~ ~ \if@J t, 
4. w °(1fl@ ~ cm cfft <fill f<:lw --m" t ~ ffi1@ fc:4l(~q01 ~ ~ cm cfft ~ 

fclw t, . 
5. f.tfiIB "tJR-r 0~ 31ff-f.tfirn ll@ "ij; ~ ~ ~ mllRl "ffi1@ "ij; ~ ll"{ ~ \if@J 

f I W!R (.1fT@ ~ ~ 'qJlf ~ '{t"llicfH ~ ~ -.m° ~ I 
6. ~ ~ ~ ~ ~ ,m "tJR-r cfi1 ~ "ffi1@ ~ ~(Contribution)~ qi@ 

t oITG" ~ ~-~ ~ ~ W!R ~ ~ ~ ffi'q ~ qi@ t, 
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7. ~ ~ W'tl ~ 3Tim{ "ti'{ "ITT 51Gl~eh1ll f~ @it~ t1 ~ -q WR~ "ti'{ 
~~~, 

t.fhwfl ffilffl' fcmf cfft i:u..qa ,ij 
(Assumptions of Marginal Costing) 

~ ~ fcJfu ~ ~ ~o f.t~n<lia -~ i::fRqi"{ ~ t-
1. >l'fu ~ ~ ~ ~ w:1R ~ t1 
2. ~ <fi1 ~ 1ITTIT "ti'{ WR ~ ~ w:IR ~ i1 
3. ~ m "ti'{ ffill' ~ >l'fu ~ w:IR ~ t, 
4. ~ cf>l lITTIT "ITT ~ ~ ~ <it JrlTifc@ cfi«ft i1 
5. ~ ~ 'q"{ ~ qftc1J1~ftl1 ffiT@' ~ t, 
6. 3ff.f-qftqJ~ftl.'1 oq-q WR ~, qftc1J1~ftt1 ifTlIT -q fcf'qfu ~ "fl ~ ~, 

~ffllffl"ili'I n.t1:u;it-, (Division of Total Cost)-~~~~~ "t ~ 
~ fcJfu -q ~ ~ <it~~ o¥TT WR ~ -q ~~mart, ~ ~ 
ffl7ffi"Slfu~w:1Rwtfti~WR~cfil~WR~t3IB:~m"ffifl~ m -if@T 
t, ~ ~ q,1 RJ;f ~1-ilcfi(Oj -q ~ ~ ~ ~ t-

Total Cost= Produced units x Variable Cost per unit+ Fixed Cost 

Illustration 1. GT ,3'.faj''tl'm "q ~ ~= 12,000 q 15,000 ~ cfil s3TT ~ ~ 
~ BT1@ ~: 2,56,000 q ~ 3,I0,000 m1 >l'fu ~ ~ Bfl@o¥TT ~ cf>l WR~ 
~~, 

Solution: 
Total cost= Producted units x Variable cost per unit+ Fixed cost 

2,56,000 = 12,000 V + F ... ( 1) 
3,10,000 = 15,000 V + F ... (2) 

Subtracting equation ( 1) from equation (2) 

54,000 = 3,000 V 

V = 54,000 = ~ 18 
3,000 

Substituting the value of Vin equation (1) 

2,56,000 = 12,000 x 18 + F 

F = 2,56000- 2,16,000 
F=~40,000 

Marginal Cost per unit = ~ 18 
Fixed Cost of the period=~ 40,000 

Illustration 2. 2018 cf1t -q 5,000 ~ cf>l ~ ~ ~ ~ 32 >l'fu ~ m1 2019 
cf1f-q6,ooo~cf>l~~~~~31 >l'fu~m~~~-q 10%,~ 
m ~ m, >l'fu ~ ~ ~ o~ 1@" ~ ~ ~ ~, 

Solution: 
Total Cost of 5,000 units= 5,000 x 32 = 1,60,000 in 2018 

Total Cost of 6,000 units = 6,000 x 31 = 1,86,000 in 2019 

Total Cost= Produced units x Variable Cost per units+ Fixed Cost 
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In 2018: 1,60,000 = 5,000 V + F 
In 2019: 1,86,000 = 6,000 V + 1. l F 
Multiplying equation (I) by 11 and (2) by 10 we find--

17,60,000 = 55,000 V + 11 F 
18,60,000 -= 60,000 V + 11 F 

Subtracting equation (3) from equation (4) we find--
l,00,000 = 5,000 V 

V 1,00,000 ~ 20 . =--=, perurut 
5,000 

Substituting the value ofV in equation (I) 
1,60,000 = 5,000 X 20+ F 
1,60,000 = 1,00,000+ F 

F = l,60,000- l,OO,OOO = ? 60,000 
Marginal Cost per writ ? 20 and original Fixed .Cost f 60,000 

tflq141 ~~'S~'ffl'q'efif~ 
(Calculation of profit Under Marginal Costing) 

... (1) 
... (2) 

.. . (3) 

... (4) 

~fcITTl~3Rfl@~~-q~~~-im,~~ffil@~3ffiGR~ffl 
ti m 3fflGR 'q~ ~ ~ W!l"{ ffil@ ,;gm~~~ ffl ti~~ ~'SITT'af 'lfT 3RJ 

-q f.ffifu 'G@ cfiT ~mm~ \<"<licfi1 ~ ffil@ 1l\ M ~ t ~ W!l"{ ~ cfiT 'cfi)t 
,:ft "l'JTI ~ ~~-q~~ffll 

Income Statement (Under Marginal Costing) 

? ? 
Sales ... 
Less Marginal Cost : 

Direct Materials ... 
Direct Labour ... 
Direct Expenses . . .. 
Variable Overheads ... ... 

Contribution ... 
Less Fixed cost ... 

Profit ... 
IUustration 3. GfAT@o ~ M ~ ~ mi:{RI' ~ fcITTl ~ ~ ~ T(UT1J ~-

Production/Sales 

Direct Materials 

Direct Wages 

Direct Expenses 

(Per Unit) 

(Per Unit) 

(Per Unit) 

4,000units 

? 

20 
12 

IO 

Administration Expenses (Per Unit) 5 

Selling Expenses (Per Unit) 15 

Selling price (Per Unit) • 90 

cfil<€1111 ~ ~ oll<l 20% qf<c1cf1:tH<."I t ~ ~ oll<l ~: ~ f I 



Solution: 
Calculation of fixed expenses-

Factory Expenses (IO x 4,000 x 80/100) 
Administration Expenses (5 x 4,000) 

Selling Expenses (15 x 4,000 x 80/ 100) 

Fixed cost 

~ #l@ii:fi-t 1 201 

f 

= 32,000 

= 20,000 

= 48,000 

1,00,000 

Income Statement (Marginal Cost Technique) 

Sales (4,000 x 90) 
Less Marginal Cost : 

Direct Materials (20 x 4,000) 
Direct Wages (12 x 4,000) 
Variable Factory Exp. (2 x 4,000) 
Variable Selling Exp. (3 x 4,000) 

Contribution 

Less Fixed Cost 
Profit 

~cl~r\i:401 ~ -ftlft;r 
(Absorption Costing) 

t t 
3,60,000 

80,000 
48,000 

8,000 
12 000 148 000 

2,12,000 
l 00,000 
1,12,000 

~ ~ rfil ~ ~-fcfftf (Total C-()st Method) ~ "-t1t{ * 'ift fi i1 ~ fcfftf ~ 
3Rf1ffi ~ rfil ~ 'qJ1TI' ~ lffcT ";;fl~ t-

i. f.rqfu,-~ (Manufacturing Cost}-~~~~.~ ~ ~. ~ 
3FJ ~ <ftfT ~ ~ ~ ~ ( qf<qtf1:tft(1 <ftfT ~ cfil(&HI ~ GFfi) ~ ffl ~I 

~ fcfftf ~ f.ffefa 11@ Cfi1 ~ ~ <ftfT ~ ~ cfil<&HI ~ -q'{ 'i~ifrlld M -;;rr 
~ f 1 ~<fit~~*~~ l!@ <fit cfil<<9111 ffi1ltf (Opening Stock+ Manufacturing 
Cost-Closing Stock)~ ~ 'ffi1t ~ ~ f, 

2. ar,:q"'RT'ln (Other Cost)-:-~~ 3N<'ff ~ ~ ~ ~ ~ fcmuT ~ 
~ ffl t, ~ ~ ffiT@' 'ift ffi t, ~ 'ffi1t Ti*~~ ffiT@' ~ ~ ~ 
mr-mmt, 

~fcITTf~~~Wf{~qiJ~ "WT~~~Tf ~m-mmt, am:~ 
fcITTf &RT~~~ 'ffi1t <ftfT "W{Rf ~ fefftt * ~ ~ ll1J; 'ffi1t ~ 3R[{ ~ t, * ~ 
~ ~ ~ tTY:11 Sll<lhicfi ~ ~ 31RllJ ~-;:rm m GFfl' ~ qiJ 'ffi1t ~ WfR m 
Will~* 31Rfq ~ ~ f 'dl ~ cfiR@-11 ~ cfiT ~"WT~~ 'l~icfi1 ~ ~ 
~ ~ "cfiR'UT ~ ~ fefftt * "ffi1f ~ 3WlT 3ffi .* Sll<fi."lcfi ~ <fit lITTl'T 3TitiCfi m 
'ill 1"@ cN ~ ~ ifil(&l1I ~ cfiT ~ "WT~ cN <fit ~ ~ ~ ~ qiR1l1 ~ fcffti' 
* 'ffi1t "cfi'J:l' a:wTTI 

Illustration 4. f.r9 fcrcRur * ( a:f) ~ ~-feff'f.J ~ (of) ~ "ffil@'-fcfftf * 
'ffi1t <fit 1J11RI ~ -
Production 

Sales 900 Units @ ? 25 per unit 
Variable Manufacturing Cost 
Fixed Manufacturing Cost 

1,000 units 

f 8,000 
f 5,000 
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Variable Selling Cost 
Fixed Selling Cost 

Solution: 

(a) Marginal Cost Technique 

Variable Manufacturing Cost per wiit = S,OOO =? 8 · 
1000 

Income Statement 

Sales 900 wiits @ ? 25 

Less Marginal Cost : 

Manufacturing Cost (900 x 8) 

Selling Cost 

Less Fixed Cost : 

Manufacturing 

Selling Cost 

Contribution 

Profit 

(b) Absorption Costing Profit Technique 
Income Statement 

Sales 900 Units @ ? 25 

Manufacturing Cost of 1,000 wiits : 
Variable 

Fixed 
Worlc Cost 

Less Closing Stock of l 00 units @ ? 13 

Less Selling Cost : 
Fixed 

Variable 

Cost of 900 units sold 

Gross Profit 

Profit 

7,200_ 

1,800 

5,000 

2,000 

8,000 

5,000 

13,000 

1,300 

2,000 

1,800 

? 1,800 
? 2,000 

? 

22,500 

9,000 

13,500 

7,000 

6,500 

? 

22,500 

11,700 

10,800 

3,800 
7,000 

Profit is higher by ? 500 according to absorption cost technique because fixed cost of 

~ S,OOO x l 00 =? 800 is included in closing stock. 
1,000 

Illustration 5. ~ ~ lJt ~ ~ 3tql(flqUj ffi1@ ~ o'U ~ ~ ~ ~ ~ 
m-{01~~-
Production 
Sales 5,000 units@? 12 per unit 
Variable Manufacturing Costs f 6 per unit 
Fixed Manufacturing Costs t 14,300 
Selling Expenses f 6,500 of which? 2,000 are variable. 

5,500 units 



Solution:, 

Absorption Costing Method (Income Statement) 
f 

Sales 5,000 units@~ 12 

Less Cost of Goods Sold : 

Variable Cost of 5,500 units@ 6 
Fixed Cost of 5,500 units 

Total Cost of 5,500 units 

Less Closing Stock : 500 units@ f 8.60 
Gross Profit 

Less Selling Expenses 

Net Profit 

33,000 
14,300 
47,300 

4300 

Marginal Costing Method (Income Statement) 
~ 

Sales 5,000 units@? 12 
Less Marginal Cost : 

Manufacturing (6 x 5;000) 
Selling 

Less Fixed Cost : 

Manufacturing 

Selling (6,500 -2,000) 

30,000 
2,000 

Contribution 

14,300 
4,500 

Profit 

f 
60,000 

43,000 
17,000 
6,500 

10,500 

f 
60,000 

32,000 
28,000 

18,800 
9,200 

This Profit under absorption costing is 10,500 - 9,200 = ~ 1,300 is more because 

14,300 X 500 ,.1 300 f th fixed .. &. • • • lud. ed . th ----= , , o e manwactunng cost 1s me 10 e valuation of 
5,500 . 

closing stock. 

Illustration 6. ~ ~ fflo ~~ cfil ~ ~ f1 ~ ~f.ri-1 JJcm: f-
Variable Manufacturing Cost ~ IO per unit 
Fixed Manufacturing Cost ~ 50,000 
Sale Price ~ 16 per unit 
Year 2018 2019 
Production 20,000 units 20,000 units 
Sales 18,000 units 21,000 units 

31<:lttfl'IOI ffil@~ o~ m'fRf t'1J1@ ~ ~ 3'PJ ~ ~ ~ ~ ffl"f "q 3Rf\ 
~cfiRVl~tfill 

Solution: 
Income Statement (Under Absorption Costing Method) 

2018 

Cf) 
Sales (18,000 x 16) & (21,000 x 16) 2,88,000 

Less Cost of Goods Sold: 

2019 
(?) 

3,36,000 
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Variable Cost of20,000 units 

Fixed Cost of20,000 units 

Total Cost 

Add Opening Stock : 2,000 units 

@ f 12.50 p.u. 
Less Closing Stock 2,000 units & 1,000 

unit@ 12.50 

2,00,000 . 

50,000 

2,50,000 

2,50,000 

25,000 

2,25,000 

Gross Profit 63,000 

Note-Manufacturing Cost per unit= 2,SO,OOO = t 12.50 
20,000 

Income Statement (Under Marginal Costing Method) 
2018 

Sales (18,000 x I 6) & (21.000 x 16) 

'Less Marginal Cost : 

(18,000 X 10) & (21,000 X 10) 

Less Fixed Credit 

Contribution 

Profit 

{f) 
2,88,000 

1,80,000 

1,80,000 

50,000 

58,000 

(5,000) 

2,00,000 

50,000 

2,50,000 

25,000 

2,75,000 

12,500 

2,62,500 

73,500 

2019 

( ") 
3,36,000 

2,10,000 

1,26,000 

50,000 

76,000 

2,500 

Difference in Profit-In 2018, profit under absorption cost was" 5,000 more because 
t 2.50 per unit of fixed cost was absorption by closing stock on 2,000 units. In 2019, profit 
under absorption cost was f 2,500 less because opening stock was 2,000 units while closing 
stock was only 1,000 units, thus fixed costs burden was more @ t 2.50 per unit on opening 
stock, there forecost of goods sold increased by f 2,500. 

~q1.:a ~ftlftf~~~~flEIUI ~~~ar-ffl' 
ifference Between Ma 

GAY~ -q ~ 3RR f.!1-1futfoatt i-
t. ffl1ffi 3TI1ITT' (Cost Basis)-mitRl ~ -q ~ qf<qtf11'ftcl ffl1Tffl° cliT lT ~ qft 

~ 1'r-@ tam 3fcff~ ~ wqt exrq ~ ~ -q ~ ~ m ;;rra t ~ 3!q)lf\tiju,j ~ -q 
qf<qtf1liflcl "ffil@ o'TT wqt "ffil@ GAY ~ <tt "clJ1ra m;fi ~ t, 

2. aqft&:1~ ~-:Hcii¥0tifOI (Absorption ofOverheads)-mitRl ~ m-q aqfosqqf -q 
~ ~ qf<qtf.,llfl<i-1 aqf<oq4f <fiT "ffil@ -q wfi@ cfi@ t ~ ~ ~ m -q ~ 
aqf<oqq "clTf@ -q ~ ~ t, ~ qiRVf m ~ 11PIB ~ amft i1 

3. ~ i{t,,qj4,., (Stock Valuation)--w:tRf 11PIB m -q J.ll{falcfi ~ o'TT 3'Rfq 
~ cfiT 'i<."4icfi1 JI@~~ "ffil@ ~ 3l1'-1R -q-{ cfi@ t ~ ~ "ffil@fcff~ -q ~ 
cfiT ~ · m ~ ¥J "ffil@ -q-{ cfi@ t ~ wqt ffil@l' cfiT 'ITT qTf wfi@ mm t, 

4. f.timt' W amm (Basis of Decision)-~ "ffil@ fcff-q -q ~ cfiT ~ 3fflGR 
~ t ~ °4fu'. 3fflGR -q ~ mm t "ID 3l:fFf ~ mm t, ~ 3!qifflqu1 ~ m -q 
~ cfiT 3l1'-1R ~ ~ mm t ~ "4fu'. ~ ffl1'./ -q ~ mm t m ~ ~ ~ t, 
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S. ~ '4'iillt-M ~ (Net Operating Profit)-~ ffil@ fcff~ -q' '¥f ~ ~ ~ 
~~BT"t~~~t~~ffilffiffi-q'~~qjJ~'qJll~"q 
~ ffifl t, a:rn: Bfq-q' 3RR 3f@T t, ~ 3RR qft m::r ~ m ~ i, 

(i) ~ ~ ~ ~ ~ 'm' (If Production and Sales are Equal)-~ ~ 
~ qft ~ m ~ il?.l1 ~ ifl ~ 3ll!Jcll ~ ~ "::J mm Gfl1' ~ ~ "ffi'q ~ 
WlR ffifT t1 

(ii)~~~ amfcn-gfl (If Closing Stock is More)-~~ qtf ~ 31Rflf 
~ m ~ >11<felicfi ~ qft WAT* ~~~mm ~ ~ ~ ~ 
~ffl'q31ftrcnwrr~~~qjJ~'qJll3{Rfl,~*~m~~l'fq~ 
q,lffilTijcfi'q~I 

6. ~ Sll<fh4cfi ~ amfcn 'm' (If Opening Stock is More)-~~ qtf ~ 
-511'""<~ ..... ;q-cfi ~ m m 31l!JclT ~ ~ qft WAT -q Sll<f"'l<fi 0Cf) ~ m -m ~ ffi11ij 

~ ~ ftcli@T ~ "ffi'q cfi'q WlT ~ ~ ~ ~ of;l ~ 'qJlT SIRfelicfi ~ -q' ~ 
m ,.,) ~ ~ ~ qft ffilTij ~ ~ ~ qiR1J'J BT"t cfjq m ~. 

tftq1"'(1 ~fcrigr~ffl'q 
(Advantages of Marginal Costing) 

~ ffilRf ~ -q' ~ fcu~ qft WAT -q· Hi-1f('!roia "T1l ~ ~-
1. ~ (Simplicity) ~ ~ ~ "ffi'q qft TJURT ~ ~ qft siITTft t il?.l1 ~ ~ ~ 

~ qjJ ~ ~ <fiv'IT mm, 

2. ~ '{F4icfi=t -q-~ (Simple in Stock Valuation)-~~ -q' ~ cfiT 'l.~icfi1 
qihnf•wn('I ('1'f1@ "ti{ ~ ~ ~. "Sl'fu ~ qf<qd1!<n('I ffil@ ~ <fiv'IT ~ mm t, · 

3. ~ f.t14f<o1 -q-~ (Simple in Pricing)-~ ffilTij ~ ~ qJ<qd•H'il('I ffilRf -q' 

~~~~~~t;;i)~~cfil<ft11Rtqftm-q'~~~ 
ffil@ ~ 311t1T{ "ti{ m ~ mm t, 

4. ~~ aTl'QR'-q'{~ (Profit on the Basis of Sales)-~ ~-q' "ffi'q qft Tf1JRT ~ 
~ 311t1T< "ti{ qft siITTIT t1 ~ qft -qr,u il?.l1 ~ qft -qr,u of;l "ffi'q "ti{ ~ Jl'l1Tq ~ ~I ~ 
~ ~ t m "ffi'q qt ~ t ~ ~ cfjq ~ "ti{ "ffi'q ifl <fill mm t, 

S. Sldl-E!i:6l4 f.ruhf "cfiT aTl'QR' (Basis of Managerial Decision)-~ ~ au'~ 
~ ~ ffilTij ~ 311t1T{ "ti{ m ~ ";jf@ ~, ~ ~ cfiT<f ~ ~ ~ t, m ~ 
~ ~ m ~ t ~ ~ ~ cfjq ~ qft ~i.,q,q.,, mm~~~ m 
~i, 

6. ('1'1'1ffl~"q"~ (Helpful in Cost Control)-ftm ~ ~ qf<qd-l!<il('I "ffiTlffi' -q' 
3RR ~ ffilTij "ti{ 3Tiffl f.r:t5fllT ~ \ifl ~ i, ~ ~ qft ft:m ffil@q,l ~ ~ ~ 
mm t ~ qf<qcf-1!<n('I ffiT@ "Sl'fu ~ ft:m mm i, ~ 3lT'€IR "ti{ "ffiTlffi' "ti{ f.r:t5fllT ~ 
~i, . 

7. ~ f.t4l\'il-t -q-~ (Helpful in Profit Planning)-~~ qft ('11'1<=.l<lcfi<'II 

3fffi-3fffi\J[R~i1 3@: ~~cfil<R: ~~. ~~q,lRsfil~~. 

~~qjJ ~f4J,TUT~m. ~--it~ m ffl\ifl~ ~~<fit.~ @«IT 

,Clif oCflllll ~ ~ ~. 3llR ~ ~ -q' t11'1C:l<lcfi ~ ~ 'ITicft "ffi'q of;l ~ ~ \ifl 
~i, 
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8. ~ !,ldi.f.lcf,"lQ fNHl•i (Meaningful Managerial Reporting)-~ (1fl'@ ~ 
amm:-q"{~q;)ft<Tli<ft~t~~~~m~,rqWlm~~t, ~~ 
f.fill ~ -q"{ ~~ ffi'll m ~ t ~ ~ (1f1@' ~ ~'-IT{ -q"{ mffifJ * ~ ~ ~ t, 

fflq1-ft ~ ~ clft' ~ 
(Limitations of Marginal Cost) 

. ~~~'T1f=~~mat,~~-;:r~~~matt,~~-q~ 
H'-l~fuid ~ f- · 

1. ffl'l'ffl f\cqf'3t=, ~ cfifa11$ (Difficulty in Division of Cost)-~ (1fl'@ ~~it~ 
(1fl'@ cf;) qf<c1J11tilct (1fl'@ i'l'1T WR (1fl'@ -q ~ mar ir ~ ffl me, ~ ti ~ ~ -;;it 
~ qf<c1d11tilct (Semi-Variable) ~ t ~-~ ~ ~ ffl ir ~ ~ ~ 
~~ii 

2. qi:,:qdlQ~~W(Assumption are not Always Correct)-~ (1fl'@ ~ -q 
~ ll'RT \jf@f ~ JJfu ~ qfo:iJ11tilct (1fl'@ WR~ i i'l'1T WR "ffil'ffi ~ ~ 311'-lR -q"{ WR 
~ i1 ~ qf<c1J11tilct ~ ~ ~ ~ Rsf>1 ~ amm: -q"{ ~1::1q1Rtct> ~~mat i 
i'l'1T WR "ffil'ffi ~ ~ 311'-lR -q"{ ~-~ -qft-qfifu mat f1 

3. ll"ft 6l,44fti41 ~~~W (Not Suitable for all Business)-~~~ 
cfiT ffl ri 6qcH-f1lfl· -q ~ ~ -;;rr ~I ~ (1fl'@ (Job Costing) i'l'1T "3cfiT (1fl'@ 

(Contract Costing) -q ~ ~ cfiT m ~ ~ -;;rr ~t 

4. ~f.nmur ~jQ9fM (Price Fixing not Appropriate)-~ (1fl'@ ~ 3flll'R 'G'"{ 

~ ffl cfiT ~ ~ {l~1q1d1 ~ (Dumping Price) TI f.rmfuf ~ ";;{T ~ i1 ~ 
<fiT ~ ~ ~ ffl ~ WR "ffiT!ffi'-q"{ ~ ~~mart~~ (1f1@' -q"{ ~ 
f.rmfuJ ~ \jffiff i1 

5. 'fflTTff~~ ~ (Failure in Cost Control)-~~* (1fl'@'G'"{ 'T1f ~ 
~ ~ llffll ~ ~ -q JrqJ"tl" (1fl'@ M~ i'l'11 ~ f.r¢;ruy ~ ~ ~ Jfqi"f{ * 
f.r¢irul ~ -qj<ff i1 

6. ~ '{t-4ic:fi-t ~W(Stock Valuation not Correct)-~ M~ * ~ ~ ~-q 
m ~ ~ t, ~ cfiT 'i~icfi1 qf<c1a-1~nct ~ ~ 3flll'R -q"{ ~-;:rm ~ercti ~ * 
~ ll'RT \jf@f t 3ITT: -;:r 3lfl1qi"{ ctt ~ * ~ "ffi"I f.rtffi11T mar ti 

filq I-fl m1ffl ~ ~ Sldf.f:icf,1tt f;roi?r 
(Marginal Costing and Managerial Decisions) 

_ si~~if>l4 Rutm * ~ ~ ~ cfiT m ~ 'i(icq'l_-Of ~, c@'iA ~ * 
31f'1cfim ~ ~ ~ fclf'i ~ 3TI'TT{ -q"{ m ~ ti * ~ ~ * 3fflGA 
(Contribution) -q ~matt "ITT "3""Q ~ fcfi41 \iflm i am* 3ffiGA -q' ~ mat i "ITT "3""Q 
~ ~ ~ \jf@f i ~WR~ 'T1f ~ ~ m ctq, WR~ i 3«f: 3ffiGA -q' 
~ * ffi'll "q ~ mat f 1 3f(,<!cfil(-fl1 Sl~~cf>14 Rllfm-q ~ ~ 31@ ~ q-J ~ i1 ~ 
~ -q ~ ~ ~ ~ 3flll'R -q"{ f.rotlt m ~ t-

1. flfitn'l<RcfiT~ (Increase in Level of Activity)-~-~~~ ffl i ~ 
~~cfil~ fifi41 ~ ~~,~~-q~~~~~mmat 
t1*fif;crr~~~*~3fflGA*~mmtm~cfil~~~am* 
~~mat ~ 3fflGA ~ ~ ct1 ecq1c11, mm~ cfiT ~ ~ ~ ~, * 
~ * WR ffiTRt" -q ~ <ti e'-"1icl"1i (i'! "ITT ~ ffi'll -q ~ ~ ~I . 

http:q;)l.qt~~:~~matl~~~~~.qtmattl~~it.qt
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Illustration 7. ~ q;i::q;ft ~ 1l{ ~ qi( ffi it ft:m 'ffil@' ~ 42,000 t -m ~ 
12,500 ~ ~~. ~ ~ ~ m ~, c@ffi ~ ~ ~ s,ooo ~ ~ t-m 
~ ~ 50% ~ ~, qRc1cf11l~t1 'ffil@' ~ 7.50 JJfu ~ i am ~ --q{ ~ o.50 JJfu 
~q;q"ITT~I ~~ ~ 16 Jlfu~i,m ~~m7JTI q:qr~~~ 

~? 
Solution : Present Profitability Statement 

(Production and Sales-8,000 units) 
Sales (8,000 x 16) 
Less Variable Cost (8,000 x 7.50) 

Contribution 

Less Fixed Cost 
Profit 

Profitability Statement (After Expansion) 
(Production and Sales 8,000 + 4,000 = 12,000 units) 

Sales (12,000 x 16) 
Less Variable Cost (12,000 x 7.00) 

Contribution 

Less Fixed Cost {42,000 + 12,500) 
Profit 

1,28,000 
60,000 
68,000 
42,000 
26,000 

f 
1,92,000 

84,000 
.1,08,000 

54,500 
53,500 

Decision-The profit will increase from ~ 26,000 to~ 53,500 after expansion. Hence, 
expansion should be carried out. 

2. ~cfil' ~l<'I"{ (Best level of Activity)-~ qi)~~ it ,:ft R$:J &.JI 
mmtfct;~cfil"f<l"{~"{"©'J~~~3lf'~m,~-~~it~mmt 
ch)_ch) ~ ~ qiq men ~ t, ~ 'ffil@' ~'q ~ f.l'urq it ,:ft ~ ctt ~ cfi«ft t, 
~ oil' oq;-~ ~ m7lT ~ oq;- mt{Rf 3WPl (Marginal Revenue) ~ mt{Rf "'ffil@' 

ofUiR -;i- m ~, ~ Wll@--q{ ffi1f 3lf'~ mm t, 
Illustration 8. ~ ~ <tt ~ JJfu ~ 10,000 ~ ~ ffl <tt f1 ~ 

fcrqytJ ctt ftlfli ~ m --q{ ~ ~ f-fPf JlqiR ~ cfi«ft t-
Use of capacity 

60% 

70% 

80% 

Selling price per unit 

~ 

25 

23 

22 

90% 20 

100% 18 

ri m --q{ ~ <tt qRc1J11l~(1 (1lT@ ~ 12 m ~ ~ ft:m 'ffil@' ~ 50,000 JJfu ~ 
fti.i!l~d f1 ~ ~ ~ "f<l"{ "4"l cfil<&HI ~ ~? 

Solution: Profitability Statement at Various Levels 

Level of Activitv 60% 70% ' 80% 90% 100% 
-

Units Sold 6,000 7,000 8,000 9,000 10,000 

Sellin2 Price f 25 ~23 ~2 f20 f 18 



t t t t t 
Sales 1,50,000 1,61,000 1,76,000 1,80,000 1,80,000 

Less Variable Cost 72000 84000 96000 108000 1 20.000 
Contribution 78,000 77,000 80,000 72,000 60,000 

Less Fixed Cost 50.000 50 000 50000 50000 50,000 

Profit 28,000 27 000 30,000 22,000 10,000 

Decision-Maximum profit f 30,000 per month can be earned by running the factory 
at 80% level of activity. 

3. ~ ~ ~ ~ 'a:iT 1R; QWIT (Dropping a Product or a Department)-~ 
~ -q <fit f<riwT 'ii~ <fit WfiR cf>1 ~aif qiT ~ m wr mm~~-~~ 
~~t~fcf;m~qiT~~~~'tR '€Zl'Ff~qiT-TI'3F-@m,,J~~,. 

~'ffil@fclrn~~~~,ft~~~i,~~~~~q,1~ 
"tR ffi'll cf,1 lfO'AT <f>1 ~. m ~ ~ q,1 ~ m ~A11Fcrn ffi"f cf,1 lfO'AT <f>1 ~, ~ 
~m~ffi'llm<f>13lmlmm~mqil~ffl~~~~~~~ 
~~, 

Illustration 9. ~ ~ @o ~ m;I ~ i', ~ 3TR1T ~ qiT ~ ~ f1 
l@ qlf ~ Wfcii RJ;f WfiR t-

Sales 
Marginal Cost : 

Direct Materials 
Direct Labour 
Variable Overheads 

Fixed Cost is f 50,000 

A 
f 

80,000 

10,000 
4,000 

10,000 

Departments 
B 
f 

40,000 

5,000 
5,000 
5,000 

C 

? 
60,000 

10,000 
16,000 
20,000 

~~qil~1ffi111l1:r~qi11filF-fR@t,~~qil~f.lkilFil'Rtm 
~ ~ 'tR ~ ~ ~ oRJt ~ ~I ~ -q Cfi"'it cf>1 ~UflEHI ~ f1 ~ ~ cf>1 
~ ~ fl' RJ;f WfiR t-

3{ ? 14,000 of f 8,000; ~ ? 16,000 

~ W-R ~ cifn' fcrqr,n' ~ tik'lf-'Eld i1 <P1T ~ ~ cfil ~ qlvfT ~ m,,JI 

Solution: Income Statement (If Three Departments Continue) 

Dept. Sales Marginal Contribution Separate Profit(+) 

Cost Fixed Cost or Loss(-) 

f f f f f 
A 80,000 24,000 56,000 14,000 +42,000 

B 40,000 15,000 25,000 8,000 +17,000 

C 60,000 46,000 14,000 16,000 -2000 

Total 180000 85.000 95.000 38.000 +57,000 

Less Common Fixed Cost (50,000-38000) 12,000 

· Profit 45,000 
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Income Statement (If C Dept. is closed) 

Dept. Sales Marginal Contribution Separate Profit(+) 
Cost Fixed Cost or Less(-) 

' ' ' ' ' A 80,000 24,000 56,000 14,000 +42,000 

B 40,000 15,000 25 000 8000 +17,000 

120,000 39,000 81.000 22.000 +59,000 

Less Common Fixed Cost (50,000--38,000) · 12 000 

Profit 47,000 

Conclusion- The profit will increase by 47,000 - 45,000 = f. 2,000 if C department is 
closed. Hence it is better to close the department C. 

Illustration 10. ~ cfiPfft cf>1 m;r ~x, y cfYfl z qiJ qiJ ~ cn«tt f I cfiPfft ~ ~ 
qif~~~~~~~"Cf\'9:l'A~cfiB'T~t1~~~qif~ 

50% m cf>1 3lml t, ~ ~ ~ ~ "Cf\ ~ fcfffi ~ qiJ ~ ~ ~ ;;rrq? 
X Y Z 

Production (units) 4,000 8,000 10,000 

' ' ' Material per unit . 
Wages per unit 
Variable Overheads per unit 
Fixed Overheads per unit 
Total Cost 
Selling Price per unit 
Profit per Unit 

Solution: 
Calculation of Fixed Cost of the Company 

X 4,000 x 8 = f 32,000 
Y 8,000 X 4.50 = f 36,000 
Z 10,000 X 6 = f 60,()()() 

! ,2 8, l\l)() 
X 

' 

25 
8 
4 
8 

. 45 
60 
15 

Selling Price 60.00 40.00 
Less Marginal Cost 37.00 25.50 

Contribution p.u. 23.00 14.50 

15 
7.50 

3 
4.50 

30 
40 
IO 

Profitability Statement (If all Three Continues) 
Contribution on X 4,000 x 23 = 
Contribution on Y 8,000 x 14.50 = 
Contribution on Z l 0,000 x 18.50 = 

Total Contribution 

Less Fixed Cost 

30 
10 
4 
6 

50 
62.50 
12.50 

z 

' 62.50 
44.00 
18.50 

92,000 
1,16,000 

1,85,000 
3,93,0000 

1,28,000 
Profit __ 2.,_,6_5,""0_00_ 

http:2cz.::,6;;:.5,z.;:.0..:..00
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Profitability Statement (If X is Discontinued) 
Contribution on Y 12,000 x 14.50 = 
Contribution on Z 15,000 x 18.50 = 

Total Contribution 

Less Fixed Cost 

Profit 

. Profitability Statement (If Y is Discontinued) 
Contribution on X 6,000 x 23 = 
Contribution on Z 15,000 x 18.50 = 

Total Contribution 

Less Fixed Cost 

Profit 

Profitability Statement (If Z is Discontinued) 
Contribution on X 6,000 x 23 = 
Contribution on Y 12,000 x 14.50 = 

Total Contribution 

Less Fixed Cost 

Profit 

1,74,000 

2,77,500 

4,51,500 

1,28,000 

3,23,SOO 

1,38,000 

2,77,500 

4,51,500 

1,28,000 

2,87,500 

1,38,000 

1,74,000 

3,12,000 

1,28,000 

1,84,000 

Decision-X should be discontinued. There will be maximum profit oH 3,23,500 ifX 
is discontinued. 

4. ~ ftlwo, P-t11ho1 (Determination of Product Mix)-"Q,<fi" ~ 'ii) ~ ~ai'I' 
cfi1 ~ qi«fT t *~~~«'Ff '1"ffi t fq; ~~~an cfi1 fifi<RT-fifi<RT 
~ <lit, fcltlqcfi{ oo{ ~ ~ ~ ~3ll' * ~ "ilTii!R ~ t ~ ~ ~ 
mtira!~fq;m'Cft~-rfffl<f,1-il"f~t,"ffl'{RfffllIBfcfl't*~·~flflJllllcfil 
~ ~ 'ffl"~ <tl ~ ~ ~ ~ 64~cfidq ~ * flflJllll cfi1 ~ ~ cfi1 ~ 
~~I 

Illustration 11. ~~~an <fi1 ~ ffl1IB ~ ~ ~ f-
X y 

Selling Price per unit f 50 f 40 
Direct Material per unit f 16 f 12 
Direct Wages per unit f 12 f 8 

Variable Overhead 150% of Direct Wages 

Fixed Overheads f 15;000. 

~cfirc:.-<lcfi ~ flflJllll (Alternative Product Mixes); 

(i) 2,500 units of X and 2,500 units of Y 
(ii) 4,000 units of Y only 
(iii) 4,000 units of X and 1.,000 units of Y 

( 64) ~ ~ <fi1 ffi'll-tl ffl1IB tlVU JI@ ~ ~ <fi1 TJ11'RT ~I 

(Gl) ~-~ ~ flJlJllll <fi1 3lfCI' feq;lfllll cfit1t? 



Solution: 

(a) Material per unit 

Wages per unit 

Variable Overheads per unit 150% of Wages 

Selling Price per unit 

Marginal Cost per unit 

Marginal cost 

Contribution per unit 

(b) Alternative Sales Mixes 

(i) 2,500 units ofX and 2,500 units ofY: 

Contribution on X 2,500 x 4 

Y 2,5()() X 8 

Less Fixed Costs 

(ii) 4,000 units ofY only: 

Contribution 4,000 x 8 
Less Fixed Costs 

Total Contribution 

Profit 

Profit 
(iii) 4,000 units of X and 1,000 units of Y : 

Contribution on 4,000 x 4 
Y 1,()()() X 8 

Total Contribution 
Less Fixed Costs 
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X y 

" " 16 12 
12 8 
18 12 

46 32 

50 40 
46 32 

4 8 

" 10,000 

20,000 

30,000 

15,000 

15,000 

32,000 

151000 
17,000 

" 16,000 

81000 
24,000 

151000 

Profit 9,000 

Concluslon-{ii) Product mix shows largest profit. We shall recommend production 

on4,000 units ofY only. 

5. ~ 'IA; ffl '& ftr-§ (Suspension of Activities)-d-cfi'lft ~ ~ ~ * 
qif{Vf ¥9' ~ * ~ ~ ~-m ~ ;y~ qiJ f.rotq ~ ~ t ,, "iFG cfi{~ 4i'cfiR"Ol ~ 
~ oql{ ;ytf ~ ~ ¥tJ oR ~ oql{ 1'ff ~I ~ ~ o<AT ~ ~ U ~ 
~ ~ ;ytf ~ ~ ~ ~ ~ 1111<!' l) "ffl cfil<&HI ~ ;y ffl qiJ ~ ~ 
•,~~~~~~~r.t;;ym~~oq-q~ift~l)m~ 
en@*~ cfil<&HI ~ cli\'11 ~ l17ffll 

~ cfii(ijh~ (Seasonal Factories~~~ mtlf ~ ~ ~ ~ f ~ 
~ GRA qiJ cfil<&HI ~~~'Wt~ f ~ 1RT ot@aJ 1iffl t, W ~ .i cfil<&HI 

~~~lt~t~W'fiWclftlij1J~t1 cfil<&HI cfif~~~t~;y~ 

~ ~ ~ ~ (Escapable Fixed Cost)~ 1ft <fill'~ ~ ~ ~I 

Sh D P 
. Escapable Fixed Cost 

ut own omt = ------
Contribution per unit 
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Illustration 12. ~ q;.:q;ft c1,l ~ ~ 10,000 ~JI@~ c1,l ! ~ 'tlTl'l ~ 
m ~ cf;RUT ~ 8,000 ~ ~ "1Tffi t ~ fcm><t ~ ~ 40 Jlfu ~ !1 qfh1J1~ilt1 
~ ~ 28 JI@~~~ oll'"lJ ~ 60,000 JI@~ ti ~ ~ cl,R1ll ~ <1,l 'tlll'l ~ m "{1'Tft 

ti ~~~~ft.lit~ oR ffl "tl\ fcf;m cfi'{ ~ !1 oR ffl "tl\ tft ~ 12,000 JI@ 

~ WR oll'"lJ ffl ~I ~ ~ fcfi" fsistt ~ ~ ~ "tl\ cfiR"{gRJ oR cfi'{ ~ ~I 

~fcm><t~~ f 36 Jlfu~~~m-R ffl ~~ ~mtm 

Solution : If Selling Price remains f 40 
Contribution per unit at Present= f 40- 28 = f 12. 

Saving in Fixed Cost per month if the production is stopped 

= ~ 60,000 - f 12,000 = ~ 48,000 p.m. 
Escapable Fixed Cost 48 000 

Shut Down Point=-------=-'-= 4,000 units 
Contribution per Wlit 12 

The production should be stopped If sales fall below 4,000 units. 

If seUing price falls to ~ 38. 

Contribution per unit will be f 38 - 28 = 10 

Shut Down Point = 
48

•
000 

= 4,800 units 
. 10 

Illustration 13. ~ w-:ft P,{1' ~ ffl 1FlT ~ "ffif ~ ! ~ ~ 1FlT 
~ IDU 7A c1,11iffi "tl\ R1tt t, ~ ~ ~ "tl\ f 48,000 oll'"lJ "q;«fl f1 ~ ar,J ~ 
7A -q w-:ft c1,1 ~ 5% t, 7A c1,l ~ fi,{1' ~ &R "tl\ f 50 Jlfu ~ f, ~ ~ f 300 

JI@~~~ ?40 Jlfu~t1.w-:ft ~~~ f 1,500JI@ ~t, ~ 
~ ¾ P,{1' cfiT oR ~¾~~~~I 

Solution: _ 

Sugar Cane Required to produce one quintal of Sugar = 
1 

OO = 20 quintals. 
5 

Cost of Cane required for producing one quintal of Sugar = 20 x 50 
Excise Duty Payable 
Packing Expenses 

Total Marginal Cost 

Contribution = f 1,500 - 1,340 = 160 per quintal 

Avoidable Fixed Cost= f 48,000 per day 

P . fCl Avoidable Expenses per day 
omt o osure = --· -----"'---

Contribution per Quintal 

48,000 300 Qu" tal da =--= m sper y 
160 . 

1,000 
300 
40 

t,34v 

Conclusion-Minimum 300 Quintals of Sugar should be produced daily for 

continuing production. Thus at least 300 x 20 = 6,000 quintals of sugarcane should be 

available per day. 

6.1AT3TI'~f;rufq-(Make or Buy Decision)-tli1ft-d f.im ~ c1,l ~ <1,l "wAT 
-q~ ~~~~t~~f.rotqwnmtfcfi"~~m~~~ 3'trcff 
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~ ~·~ ~ ~, ~ ~ m ~ qft ~ ffi1@ ~ ~ ~ qft ¥RT m 
~i'f'H~~'tlt ~~t-=n~, ~~~<iilWAJ~~cfilmi:IRY~ 
qiqtellm~~cfil~~~, 

Illustration 14. ~~~qi) -qor ~ t ~ ~ ~ 1RA <ii1 ~ t 25 m 
~ t ~ ~ ~ ~ ~ t 23 ~ ~ 'tit ~ ti ~ cfi1 ffi1f<f cfil ~ ~ 
'SJqjf(t-

Material 

Labour 

Other Variable Expenses 

Depreciation and other costs 

Total Cost 

(3l) am aRTwt~~? 
(cf)~~~ t 19~ ~~ell~~ ~m? 
Solution: 

~arginal Cost of Production

Materials 

Labour 

. Other Variable Overheads 

Marginal Cost 

t 
11.00 

7.00 

2.00 

5.00 

25.00 

t 
11.00 

7.00 

2.00 

20.00 

Market Price per unit · 23.00 

~-C3l) m lRA 'tit t 3 ~ ~ <tft er,;@ l!m tam:~ cfil f.rqfuy m qi8J 
~I . 

(cf) ~ ~ ~ t 19 ~ell~ ~ lli1f ffl 'tit~~ m ~ <tft er,;@ M, am 
~ ~-~ ~ qi8J ~ 1PJTI 

7. ftNvR~ (Marketing Decisions) ~ ~ -q' ,ft • WfiR ~ ~ ~ qi) 
~l)at1~farslft~~~fcmq;f'tlt~M~3ltfcfl~~-mt1~ qiJt-11~ 
~~fcffliq~qiqM~~~fi:iilidl~·qifffl'q~~~l~WfiR~ 
~ -q' ,n ~mire~~ 1t<ft t, m ~ ~ ~ m ~ ~ ~ <tft 
{ii-illct-11 if~~~~~ ffll41 ~I 

Illustration 15. ~ ~o ~ cfFil'R ~ ~~ ~ !1 T@q1f cti'l f.rstt~~ . 
-q'f.rJ;Jfcmvt~t- . 

Raw material 

Wages 

Other Variable Overheads 

Dealer's Margin (10% of Sales) 

Selling Price 

Fixed Cost t 10,00,000 

Present Sales 60,000 legs. 

Capacity Utilization 600/o 

Per kg. f 
30 

10 

4 

8 

80 
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~ ~ ~ ~ RJ;{ G) ~ fqtjl(Ufl~ ~

( 3l) ~ ~ 5% ~ '-'il1 ~ ~, 
(cfi) ~ cfif ffl1f 25% ~ ~, 

~ cfillr-ft c@l:TR ffl'q :qi) m ~ ~ t mm~ qi)~ fcticfl ~? 
Solution: Statement Showing Contribution Per kg. 

Present Proposal 

(a) 

' ' Selling Price 80 76 

Marginal Cost : 

Raw Material 30 30 

Wages 10 10 

Other Variable Overheads 4 4 

Dealer's Margin 8 7.60 

52 51.60 

Contribution 28 24.40 

Present Profit = 60,000 x 28 - 10,00,000 = f 6,80,000 

Contribution Required= F +Pt= 10,00,000 + 6,80,000 = f 16,80,000 

Required Sales in Proposal (a)= 
16

•
80

•
000 

= 68,852 Kgs. 
24.40 

Proposal (b) = 16
•
80

•
000 

= 64,615 Kgs. 
26 

Proposal 

(b) 

' 80 

30 

10 

4 

10 
54 

26 

Decision-~ mffiq ~ ~ "tR '-'il11IDIT -q' ~~"wt c@l:TR ~ llr<f ~ ~ 
~ t 3@: ~ cfil ~ 25% ~~Im, 

8. ~ 1'TGfq' 1fiT ~ (Selection of Distribution Channel)-~ cfiT q;1ft-cfi'lit 
~~ <fiT 'lt~ctiffl~t ~ ~oZITCflttcfil~~~ ~~ oZl'fCfltt 
cfiT ~ ~ ~ ~-~ lllff cfil ~ ~ ~. ~ ~ cfiT ~ ~ ~ f..1sli1J olflf '-'il1 
ll't~~cfil~~~~?iq"q~lTft~~mffcfil~~~olflf 
~ ,ft ~ll'tl ~ ~-q' ~ af~ifidli it~~ f<flqJ ~, ~ ffl"RI M ~ 
~ "ffl ~ ~ 1' lfqiffl t, 

Illustration 16. ~ cfi'JRt ~ ~ ~ oqiq1ft<n" $ ~ ~ 1lltci1 qi) ~ t, 
cfitlPit~~~cfif.fcf;mtf.fi'-qJt~~3'1'$~~~~~cfil 
~ffl~~mfafslft~~11J~t,A1ro1~*~1Rw;i-t%~ 
cfiT ~-~ ~ ~ m? 

Wholesalen Retailers Consumen 

' ' ' Selling Price per unit 8.00 9.00 10.00 

Variable Cost per unit 4.00 4.00 4.00 

Selling Cost per unit 1.50 2.00 4.00 

Fixed Cost t 4,00,000 

Estimated Sales per year (Units) 2,00,000 2,50,000 , 3,00,000 



Solution: 

Profitability Statement Under Various Channels 
Wholesalers Retailers Consumers 

Units Sold 2,00,000 

' Sales 16,00,000 
Marginal Cost : 

Variable Cost 8,00,000 
Selling Cost 3,00,000 

11,00,000 
5,00,000 

Contribution 
Less Fixed Costs 4100,000 

1,00,000 
Profit 

2,50,000 

' 22,50,000 . 

10,00,000 
5,00,000 

15,00,000 
7,50,000 

4,00,000 
3,50,000 

3,00,000 

' 30,00,000 

12,00,000 
12,00,000 
24,00,000 
6,00,000 

4,00,000 
2,00,000 

~-~ ~~ t ~ ~~~~~~~"CR ~ct~cfi~ WTTI 
a:m: ~ auq1fl~- ~~~'fl@ ffl c6t ~ c6t ~1 

9. ~ ~ ~ ~ (Accepting the Special Order) q;,fi-cfi'lft ~ ~ 
~~q;-q~li-mlim~~~t;;i)~~~"q,q~"CR~~"cfivij 
~t13fCRl\~cfi[~~~v;mii'll""<fiviT~tm~-m-R~~~ 
~cflllfct;m~~1R3R~~~~~,~~~~~~ 
~m ~~~ ~ ~li ~~ ~ aq11"'1<Rtl ~ ~~ll'ffl~ -q' itffi 
~fflm ~~M~~t~~~~ ~~"CR ~Jll1<fit 
~1ai@R<Rl~cfi[~"ffl'{Rf"ffi7rn~f.tfif<fli~t~~"ffi'll~~~ 
~t, . 

IIJustration 17. ~ -q;lf ~ ~ ~ 15,000 ~ 'SI@ c.flf t ~ 10,000 
~ cfi[ ~ Jl@qtf ~ t ~ f 25 'SIIB ~"CR~ t: 'SIIB ~ ~ f.p:;J .• 

~t f 
Material 
Labour 
Fixed Factory Expenses 
Variable Factory Expenses 
Office Expenses (Fixed) 
Selling Expenses (Fixed) 
Selling Expenses (Variable} 

10.00 
5.00 
2.00 
1.00 
1.00 
.50 

· .50 
Total Cost 20.00 

~~~'SI@ c.flf 5,000 ~ ?18 llfa ~ cfi[ sfi"li "<fiviT ~ t, <f<iT ~ 
~~iijl<i? 

Solution: Profitability Statement 
Units Sold Home Export Total 

Mar~et 
10,000 5,000 15,000 

f f f 
Sales 2,50,000 90,000 3,40,000 
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Material 1,00,000 

Labour 50,000 

Variable Factory Expenses 10,000 

Variable Selling Expenses 5 000 

lz65z000 
Contribution 85,000 

Fixed Cost 35,000 
Profit 502000 

Fixed Cost is calculated as follows : 

Fixed Factory Expenses 2.00 x 10,000. 
Office Expenses 1.00 x 10,000 
Fixed Selling Expenses .50 x 10,000 

50,000 
25,000 

5,000 

21500 
82z500 

7,500 

72500 

1,50,000 
75,000 
15,000 
7 500 

21471500 
92,500 

351000 
572500 

20,000 

10,000. 

51000 
351000 

~-~ ~ ~ ~ ~ ~ ffi'q -q .f 1,soo • qft ~ m, 
10. ~~ (Pricing Decision}-cfi'ift-cfi'ift ~ ~ ~ cfil ~ ~ ~ q;i:r 

ffl i« ~ qjUff t, ~ ~ ~ ~ m farstft -q qiifi ~ am:~ ffl i« farstft 
~I ~ ~ -q ~ ~ tf'U ffi"f ~ ~ ~ ~ "'1<11 f1 

IHustration 18. lU'-fcf @o cf>1 ~ ~ ~ f.i;;r WfiR f 
Fixed1 Expenses f 80,000 
Variable Cost f 2.50 per unit 

farstft 50,000 ~ ~ ? 5 1mr ~ f 1 ~ ~ ~ cfill ffl 1R ~ ~ @ t, 
~ -q cfilit 'q;'J farstft 1R J('qfcf ~ w:n ~ t 

A'lternative 

I 

Price Reduction 

3% 

II 6% 

III 10% 

~ q;) ~-m ~ ~ <fi"vfT ~? 
Solution: Profitability Statement 

Increase in Sales Quantity 

10% 

15% 

20% 

Present Proposal (i) Proposal (il) 

United Sold 50,000 55,000 57,500 

Proposal 
(ill) 

60,000 

f 4.50 

f 
2,70,000 

Selling Price f5 f 4.85 f 4.70 

f f f 

Sales 2,50,000 2,66,750 2,70,250 

Less Variable Cost 

@f2.50 1,25,000 1,37,500 1,43,750 1,50,000 · 

Contribution 1,25,000 1,29,25.0 1,26,500 1,20,000 

Less Fixed Cost 80,000 80,000 80,000 80,000 

Profit 45,000 49,250 46,500 40,000 

~-~ -q ~ 3% ~ m ~ ~ f 4,2so~1 3B{ ~3TI' -q ~ ~ q;i:r 

~I alo~~ 3% cfilitqft'1fFfi~I . 
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(Key Factor) 
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m cfiRcfi "tJ{ f.{urq ~ -~ ~ R'R q;{ffl t ~ ~ cfiRcfi ~ i1 ~ ~ -qfif 
JiqiJ"{ % m ~ t-

1. ~~~11' (Material Should be the Main Factor)-<l'R -mzuft mfirn lTT;fl -q 
~ m ~ 3lJql(ll<,.,a, ~mm~ "'1 lTT;fl f.{urq-q ~ ~ ~ t, ~ ~ 
~ "tJ{ m ~ <iil ~ ~ 3TI'Efcfi m ~ ~ ~Ujlfqa ~ % ~ M 
~am:m"tl'{~<iilJ!fu~~~cfi'll'"tn~~<iil~~~~M ~, 

2. Wf~<fimfi1T (Labour Should be the Main factor)-<l'R -9lll qft 34("fa:Jtll <filf 'ITT 
"ffl f.{urq WI % JI@ ~ 3ffiGA % 31rfrn: "tJ{ ~ ~I ~ ~ -9lll "tJ{ JI@ cfO'c:T ~ 
3ffiGA ~ ~ -qre ~ 3lR Wl<l'_ ~ "tJ{ 3Rl' ~ ~I 

3. 'Q ~ ~ <fimfi ~ {Plant Capacity Should be the Main Factor)-<l'R 1MR 
"f.{V2 o11qlt(.jcfi<11 ~ cfi'll' ~mm Jlfu 1MR ~ 3ffiGA ~ ~ am:~~ Jlfu 1MR 
~ 3TI'Efcfi 3ffiGA ~ m ~ q;) -s111qflicfit1i <n ~I 

4. ~~~<fimfi~ (Sales Price Should be the Main Factor)-~~ "tJ{ 

~ lTT;fl ~ {Profit Volume Ratio) % ~ "tJ{ f.{urq 1wn ~I ~ ~ "tJ{ PN Ratio 

~ 'ITT ~ Slll4flicfitll <n ~I 

5. ftm,'h1ft'~~<fimfi~ (Sales Units Should be the Main Factor)-~~ 
"tJ{ Jlfu ~ 3ffiGA ffi ~ m ~ ~ ~~ 3lf~ m <iil Jl<ITT=I M ~, 

~oi:lf.:ac6 ~ 
(Theoretical Questions) 

cftd 3tl.f\Q "1at1Ptfd> ~ (Long Answer Type Theoretical Questions) 
I. ''fflqRJ ~• N 'm1fRf ~-~ "'1 -qft,:nlff ~I ~ <'IJl'@-m ~- qfh1d"11tile1 
~ ~ ~ ~ q,l tit~~~ t? 

2. ~ <'IJl'@-~• "'1 -iM'41(11II ~ ~I ~ ~-m ~ ~eJUT ~ ~ 
~t? 

3. tifc1e1•H ~-m < 3jcjfflq11J ffil@-~> 3ft-< ~ ~-m if~ 3Rf\ ~ t? 
ffl~I 

4. ~ ~-m ~; <'IJl'@ ~ ~ ~ 51~fflcfi(III ~~~fl" ~ 
<'IJl'@-m ~ ~. "T1f N mi!Taif ~ ~ -q ~ ~ "'1 ~ ~I 

s. \'IT~ 1'fliRT qft ~ ~-m ~ ~ ~-m qft oqraqy ~, 

6. '«lq1qc1tff ~-m q,l ~ m ~ ~ cfit <'IJl'@ "i@ m cfit ~6;ll .si .. "'-lq,1'"' 
~~~~~~W3lrtm:~m~~~~t1••~~q;)1l17f~ 
~~~, 

1. ''m1fRf <'IJl'@-~ "'1 ~ ~ ~ ~ ~ ~ ~ m ~ t,·· ~ 
~I -

8. mqJqfil <'IJl'@-m ~ ~ ~ ~ t? Cfi"1'.XRl ~ -q ~ ~ ~ -q ~ d4<Tlrldl 
~I mqJqfil <'IJl'@-~ cfit ~ ~ ~I 

9. Slol-'tl<4>14 f.luf?fl' -q ~ ~ ~ ~ ~ m1f1' ~ ~I 
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10. f1'-lf~f@ct ~an~ R{lcfi{OI q ~ fflJ@-~ 'cfil ,w~filctl ~. 

( 31) fit;.rr-~ -q ~ ~ (°GT) fit;.rr ~ ~ ~ ~ ~I 

11. ·~~~fcf'WT'cfil~~~~~~· 3iR ·~~~cl,1~~~~~" 
~~~~~~t,~~~~mutl)l::r 
~3ll'cfil~~;;ir~f1 . 

12. f1'-t@R!ic1 ~an~~ -q ~ mm1-~ cfft ~ ~
< 31) 3lff l1d'I ~ -NlJllJT CJiT ~ qivff, 

("if) rn;.rran 'cfi1 ~ qi@ * ~ ~ ~ t, 
~ J't1'64 ~;gUPftct> ~ (Short Answer Type Theoretical Questions) 

1. ~ mi@-~ cf>1 3jq~l{0it ~ ~I 

2. ~ fflJm-fcntr cfft ~ Fffll@fan 'cfi1 ~. 
3. ~ mM-~ ~ ,3tcffilij0j --~ -q 3RR ~. 

4. ~ fflJ@-~ CJiT ~ ~ t? 
5. m'IRI' fflJm-fcntr cf>1 ll'Affl3TI 'cfi1 ~ ~ I 
6. ~ mmt-fcntr cfft ~ ~ ~. 
7. ~ fflJm-fcntr ~ ~ CJiT cfCJR ~. 
8. Sl◄"lc:f>1q ~ ~ ~ ~ * ~ ~ ~ c"1 ~I 

cl{,gPtto ~ 
(Objective Type Questions) 

~ ~ct>c.-cl as) ~ (Select the correct option) : 
1. ~~qil ~t

Period Cost means : 

(a) qflc«f1it0(1 (1'll@ (Variable Cost) (b) WR (1'll@ {Fixed Cost) ( ✓) 

(c) ar.lf-qflctd1:trl~ (Semi-Variable Cost) (d) ~ (1'll@ (Prime Cost) 

2. f.l'-l@f~a q~ ~-m fflJm ~ * 3Rf1ffl ~'ti{~ qA:d1~1:1 m"tt JNfto cfft 
,jffijt t-
Under which costing method, only variable costs are charged to products : 

(a)~ qfloq41 (Marginal Costing) ( ✓) 

(b) efc:4~41 qfloq41 (Absorption Costing) 

(c) m qf<oq41 (Standard Costing) 

(d) $9~- ~ ~ ~ (None of these) 

3. f1'-l@f<lid i¥ ~ ~:.m fflJm -qm f.rofq.r ~ 31m ~ 1l'r-fl "ITffi t-
in the following which costing method is more suitable for decision-making : 

(a) ~~ qf<o'-141 (Marginal Costing) ( ✓) 

(b) efc!~41 qfl6'-lt11 (Absorption Costing) 

(c) m q(<oq!,11 (Standard Costing) 

(d)m ~ ~ ~ (Noneofthese) 



4. "ffill'RI' ffil@-~ * 3Rflfo ~ fflTTffl *~mm !
Product Costs under Marginal Costing Include : 

(a) ~ ~ 'ffil@' (Only Prime Cost) 

(b) "'@ ffi1@ ~ qflc-1rl1l(Ocl 3qf<&1ll cP:mte Costs and Variable Overheads) ( ✓) 

(c) l@ffilffi ~ R'lR 3qf<&14 (Prime Costs and Fixed Overheads) 

(d) ~ ~ ~ ~ (None of these) 

5. "ffill'RI' ~ ~ tjfq(-141 ~-~ * lf£ii ~ 3Rm -q * ~ ....... * ~ * 
(-lklf~d ~I 
One of the primary difference between Marginal Costing and Absorption Costing is 
regarding the treatment of . . . . . ... · 

(a) Ji"fq~ "mtrJit (Direct Material) 

(b) ql{c1tf1:tOcl 34R.&14 (Variable Overheads) 

(c) ~ 34R&l4 (Fixed Overheads) ( ✓) 

(d) ~ 'ffi1T<f (Prime Cost) 

6. ~ ffl1@ "t (Period Costs are) : 

(a) 4R.cld11'0cl ~ (Variable Costs) (b) ~ ~ (Fixed Costs) ·( ✓) 

(c) 1Ff ~ (Prime Cost) (d) aqR&14 ~ (Overhead Costs) 

7. Ht.tR-tf@d -q * ~ ~ ~ ~ * 3R{7@ ~ 'CJiTraRT 3qf{c,qql' cfil ~ * 
~-q~,;mnf-
A costing method in which the fixed factory overheads are added to inventory 

valuation is : 

(a) Ji"fq~1 ~tl'ldicfi1 (Direct Costing) 

(b) ~ 4R.&l·!l1 (Marginal Costing) 

(c) 3lctffl'IOI ~ti•ldicfi1 (Absorption Costing) ( ✓) 

(d)~ ~ ~ °1'lff (None of these) 

8. ~~··········· ···*omaRitfflt-
Contribution margin is equal to .. ... ....... ... . 

(a) Sales-Fixed Costs- Profit (b) Profit+ Variable Cost 

(c) Fixed Cost-Loss ( ✓) (d) None of the above 
9. ~ ~lflldicfi1 3lcl'4ROII ~ ~ 3lMcfiil(fd: ~ ~ 'l-fll@"q ........... * ~ M-

Under the Marginal Costing concept, unit product cost would most likely be 
increased by ...... . 
(a)~~ "'1 ~ -q qilft (a decrease in the number of units produced) 

(b) ~ ~ "'1 ~ ~-~ (an increase in the number of units produced) ( ✓) 
(c) ~ \il'R ~ ~ ~ ~ fclsfi!lcfi'df~ <fil S1IBR %q \il'R "cl@~ 

(an increase in the commission paid to salesman for each unit sold) 

(d)~~~~ (Noneofthese) 
I 0. f.lt.tf~f@a -q * ~ ~ -q mlfRf ~ID-«~~*~ 'ffiT@ ~ &RT 

~'fflli*~~qft~m1fl-
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Profit shown by Absorption Costing will tend to exceed profit shown by Marginal 
Costing method if : 

(a)~ 1Tt ~ "B ~ ~ 3lf~ m 
(units produced exceed units sold) ( ✓) 

(b) qRc1<f1~ilcl f.li:rruit ffil@' W '% (variable manufacturing costs decrease) 

(c) ~ ~ "B ~ 1Tt ~ ~ "ITT (units sold exceed units produced) 

(d) WR f.n:nuft ffil@' W t (fixed manufacturing costs decrease) 

f ml4 I ('f.4 cfi ~ 
(Numerical Questions) 

1. <:T ar,;n'~ -q' ~ "ffiTlil ~: 20,000 ~ ~ 36,000 ~ ~ ~ t 60,000 ~ t 
s4,960 t, ~~Jr@~ fcn<RT tam fcn<RT W!R ~ t? 
Ans. Marginal Cost per unit= , l .56, Fixed Cost= , 28,800 

2. ~ R1mll 1,00,000 ~? 5 Jr@~ "ffil@ "tR oA@l' ti ~ -q' 1,50,000 ~, 4,80 
Jl'@~"q;l"ffil@"lR~t. ~~~ to¾ ~~~Mt1 ~~Jr@~ 

am:~~~~~I 
Ans. Marginal Cost per unit= ? 4.25 and Original Fixed Cost= , 75,000. 
~ ffl1n'f-~ ~ ~i:i,n q 01 ~-ftlftr ~ ~ ffl1f lliT F-111h01 

(Ascertainment of Profit under Marginal Costing and Absorption Costing) 
3. ~~~"ii 3fq/fflqu1 "ffil@-~~~"ffil@-~~3Rfl@~~~ 
~-
~ 5,500 ~ (Production 5,500 units) 

~ 5,000 ~ ~ il' 2.40 '51@ ~ (Sales 5,000 units @ ? 2.40 per unit) 

qfb:1<f.fl4 f.rqf-ofi 'ffiT@? 1.25 '51@ ~ (Variable Manufacturing Costs@ f 1.20 per 

unit) 

~ f.ri:ifuft 'ffiT@ , 2,860 (Fixed Manufacturing Cost , 2,860) 

~ ~ , 1,300 ~ "ii f 400 qftc1tl1lllftci1 ~I (Selling expense , 1,300 out of which 
, 400 is variable.) 
Ans. Profit under Absorption Costing, 2,100; Profit under Marginal Costing, 1,840. 

4. ~ <fiPAt ~ JlcfiR "q;1 ~ ~·, ~· cl'fl ~~~ti m f.rittut "ffi1@ f.li.tfc.1f&d 
Jl'qiRt-

X y 

Direct Material per unit 6 8 10 
Direct Labour per wiit 4 6 8 
Selling Price per unit , 20 30 40 
Output(units) 1,000 1,000 1,COO 

~ ~ , 12,000 t ~ f 6,000 IBR ~ ~ qftqd1lllftci1 ~I lW ~ fctillT ~ t 
~ ~ "ffil1ffl' cfiT fcu,r,:;{ ~ari "tR ~ ~ -q' .&J ~I~~~ 3m: ~ . 
~-~ ~ 3Rfl@ "ci1N "q;l lfORT ~. ~ ~· .~· am '-h-' "q;l ~ ~ ~ 
~ Gffl -q' 900 m1 
Ans. Profit under Total Costing is f 32,400: Profit under Marginal Costing is 
, 31,800. 
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5. ~~~ R'-'tfc.1fo.ld~~ (31) ~~-~~ (oi) ~~-~ 
~ 3Rflfu wr fcrcf{u-r m ~-
~ ~-10,000 ~ 
(61,900 m Cf>1 mBRf ~ ~- f 12,000 Cf>1 ¥J ~ 1R 'l~ifc:6a1> 
(Opening Stock-10,000 units) 

(Valued at Marginal Cost f 61,900 and Total Cost f 72,000) 

~ ~ (Ucits Produced) : 60,000 units 

~ ~ (Closing Stock) : 4,000 units 

ir,;n lll ~ (Units Sold) : 66,000 Units 

qfb:fd11'ftct ffiT@ (Variable Cost) : f 3,57,000 

WR cfil<&i11 aqf<~~ (Fixed Factory Overheads) : f 70,200 

~ ~ (Selling Cost) : 

qf<<:4d11'ftct (Variable) - f 3,40,000 

~ (Fixed) - f 50,000 

JI@ lcfi1f ~ ~ (Selling Price per unit) : f 20 

Ans. Profit Under Absorption Costing f 4,59,280; Profit Under Marginal Costing 

f 4,64,700. 
6. f1'-'tfc.1foitl "WicJ; v;<fJ ~ ~ ~ ~ ,;i) ~ oRRit ~ ~ t-

. March April 

Sales 

Production 

Selling Price per unit 

Fixed Production Cost Per Unit 

Fixed Production Overhead Incurred 

Fixed production Overhead Cost 

per unit, being the pre-determined 

overhead absorption rate 

Selling, distribution and administration 

Units 

5,000 

10,000 

f 
100 

50 

1,00,000 

10 

Units 

10,000 

5,000 

f 
100 

50 

1,00,000 

cost (all fixed) 50,000 50,000 

~ ~ ~ ~ 3lclfflq0j ~-~ q ~ ~-~ ~ 3Rfl@ ffi\i Hcfilf<:1QJ 

Ans. Profit Under Absorption Costing : March-? 1,50,000 and April-? 3,00,000; 
Profit Under Marginal Costing: March-? 1,00,000 and April-? 3,50,000. 

~-~f.tim:rr-q-~~-ftt'ftrqjf ~ 
(Uses/Applications of Marginal Costing in Decisfon of Promotion Activities) 

7. WU Allfuft ~ 3ltAT 'cfiW ~ F:f'1T'TT ~ IDU ctmfT f-'31' 'of' WU ~ I f<f'IWT '{f' ~ q!jf 

~ ~~,:@ ~t, ~fcf,wr '{f' q;) -R~ ~~? ~~~ ~"WicJ; 

f1'-'tfc.1fo.li1 ~ t-
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A B C Total 

f f f f 

Fixed Overheads 25,000 37,500 50,000 1,12,500 

Direct Material 90,000 60,000 45,000 1,95,000 

Direct Labour 30,000 20,000 15,000 65,000 

Variable Overheads 30,000 20,000 15,000 65,000 

Sales 2,50,000 1,50,000 1,00,000 5,00,000 

Profit or Loss +75,000 +12,500 -25,000 +62,500 

Ans. Present Profit= f 62,500 (as given); Total profit when department 'C' is closed 
= f.37,500. 
Conclusion : Department 'C' should not be closed because it will decrease the profit 
of company by f 25,000. Therefore, all the departments of company should be 
maintained. . 

8. v;cti <filXr-ft <fft x, v am z ";JTli <fft tfR ~ ~ i I cfilJJ;ft v;cti "Jffiifl <~> qi)~ am 
~. ~ q ~~~an qi'f Jlcn11 ~ G1 "Jffiifl3tl * ~ ~ 50 Jl'@ffif ~ Ti 
cm cf,'t ffiffl ti f.l"'lf~fao ~3tl ~ 31l1fclil ~ * ~ ~ ~ m ;;fR <Tiffi~ 
l'fR-IT3tl * ~ ~ ~ * ~ Ti ~ ~ t-

X y · z 
~ (~) Production (units) 4,000 8,000 10,000 

f f f 

~ (Material) 50 30 60 

~ (Wages) 16 15 20 

qf'<c4tf1'"ci1 ~ (Variable overheads) 8 6 8 

ft:¥R ~ (Fixed Overheads) 16 9 12 

90 60 100 

OOli'l1 ~ Jlffl ~ (Selling Price per unit) 120 80 125 

Jlffl ~ ffl'l (Profit per unit) 30 20 25 

Ans. Present profit= f 5,30,000; Profit if' X' is discontinued f 6,47,000: Profit if 'Y' 
is discontinued f 5,75,000; Profit if 'Z' is discontinued f 3,68,000. Hence, the 
production of 'x' should be discontinued. 

9. ~ ~(!iilqj(ifqi ~ * °1@, ~ ~ * ~ ~ tm mq ~ ~ ft'cni -q'{ mR 
~cm.*~ cm lfq( t, -;;it cfilXr-ft * ~ ~ ~ ~ qft 111ft tam~ <If 
~ ~ ~ t ~ '-Q:cm' ~ ~· G1 ~3tl qi'f ~ q ~ ~ ~ ~ ~ ~ 
~~~om ·~ ~ -q;-q ti fcffli.J ~ <fft ~ ~ 1RiR t-

~ (Materials) 

~ o!flt. (Fixed Expenses) 

~~ )llm ,~,, Per unit 
"ffl1ffl 

X(t) 
50 

20 

cost 

y~ 

50 

15 



qffqd1llftct oll'<i (Variable Expenses) 20 
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IO 

~ (Total) · 90 75 

~ ~ (Selling Price) 80 70 

qffefq; ~ ~ ~ (Annual Production and Sales) 15,000Units I0,000 Units 

cfi""Pr-ft ~ 3'R' ~~qi)~ qffefq; "ffiTRf ~ ~ ~ ~ sfilffl: f 45,00,000 am: 
f 50,00,000 f1 ~ 31ft.lq;m qi) 3N-ft ~ ~I · 

Ans. Profit on the discontinuation of 'X' and 'Y' = f 50,000; Profit if 'X' and 'Y' are 
continued= ~ 3,00,000; Hence, 'X' and 'Y' should be continued. 

10. ~ ~Ol(Sll~"'<il 'cfd1Wr 'q m;f ~ ~' ~ oYff ~ Cfil sfilm: 4,000, 6,000 oYff 8,000 
~ GAf -mt, "ffi1@ oYff ~~'SI@~ t-

Materials 
Labour 
Variable Overheads 
Fixed Overheads 

x y z 

~ ~ ' 
20 
10 
3 

IO 

15 
8 
2 
7 

12 
7 
l 

6 
43 32 26 

Selling price 65 60 40 
Profit ___ll_ ___1! __ 1_4 . 

lf1' ft<ni flrffi f fcti fcntjt ,:ft~ qi)~~* l11il~l<lcfidl q W4 m ~I ~ ~ Cf>1 
~ -q 'SI@~~~ t, lff'. ti~lq' 't fcti ~ l\ ~ '<Ii"{ t-=IT ~I~ fcntjt ~qi)~ 
~ ~ t, <n 3R ~ 7.iiT ~~Ti~~-

I -
X=25%, Y=33-% Z=25% 

3 ' 

-R:cfftlJtfi~ctt~~qjJ 50% ~'1'tfl11TTotnffl i!PT~~~aff~ 
. ~~~~'1"tll ~~"CR ~cfft~~ am~ °bq;)~ 
~~~'tR~~I 
Ans. Present Total Profit '3,68,000; total Profit when Xis discontinued-'3,70,000; 
Total Profit when Y is discontinued- f 2,51,000; Total Profit when Z is discontinued 
- f 3,34,000; A very slight improvement in profit when X is closed down, Z should 
not be closeu. 

3ijfM<iit .;cQM-ftrJJIUJ c5'I Ptt1f.co1 (Determination of Optimum Product mix) 
11. M ~m;i-~air 7.iiT ~ ~ t~;;tt4t Cfft~ ~ f1 qffefq; ~. f.utt 

m'l'RI' "ffi1rn otn ;;ft'4t ~ ~ * «RCf"'-ld ~ f.ti.:tfc1f&d t-
X Y Z 1U'T (Total) 

~~~~it 20,000 15,000 12,000 47,000 

(Capacity and Sales in Units) 

~ ~ 'SI@ ~ ~5 ~8 

(Selling Price per unit) . 
~ "CR m'l'RI' '(11'1'@ ~ 60,000 ~ 81,000 ~ 48,000 ~ 1,89,000 

(Marginal Cost of Sales) 

fl ~ (Sugar Consumed) 5,000 Kg. 8,000Kg. 2,400 Kg. 15,400 Kg. 



230 / 'Rf1@' ~ii'~lilOI v;cf f.14--,jOj 

WciiTU ~ ~ cfiRll'T -;;fl";ft cfiT ~ cRm 14,050 ~ ~ <R ~ ~ t, ~ 
-aft:@-mre; ~~ cfiT ~ ~ oen cffiJiR v:ct ~-mre:-~~ ~ ~ ~ ~ ~ 
~ ~ ~ qft ~ "ffiT@ t 50,000 ~ m, 
Ans. Most Profitable Product Mix-sugar Consumption-Z : 2,400 Kg, X : 5,000 Kg 
.and Y : 6,650 Kg. Profit Under Present Sales Mix ? 53,000 and Profit Under 
Proposed Sales Mix? 46,418.75. 

12. 1fl'T@~ ~ f.rirtuft ~3TI ~ "aR ~-'al', '.I"' oen ~• lRT ~ f1 <iM!' 
~alt qft "ffiT@ v:<t 3R ~ ~ Jlcf1R" t-

A B 

Selling Price per unit (~ 200 I 60 
Variable Cost per unit m 120 120 
Maximum Production per month (units) 5,000 8,000 
Maximum demand per month (units) 2,000 4,000 
Fixed Expenses per month , 2, 76,000 

C 
100 
40 

6,000 
2,400 

~ ~ ~ ~ 200 i am w ~~;.ill~ t, ~qcfi ~ -mre:-fif~ 
~ ~ oll -mre:-fiJ~ 1R ~ ~ ~ qft 1JUT-JT ,fl ~I 

Ans. Most Profitable Mix: A-2,000 Units, B -1,600 Units and C-2,400 Units; Profit 
~92,000. 

13. lJIRll1 ~ ~. "IT ~ fsti<-!lijictfql; -q "ctTft ~ t, ~ l!m 500 ~ 3PJitii!'J._4 ~ f 
~ ~. cfi'fq,'t ~~cm~~ -q 3Ttfcfl 3nill-3Jffi ~ ~ ~ m fct;-qy ;.ill 
~ t, ~ ~ "'1 Jl"@ ~ ~ v:<t JI@~~~~ J1ijiR !-

~ (Yield) ftrailr~ (Selling Price) 

~ (Tea) 2,500 kgs. ~ 25 per kg. 

cfi'ftfft (Coffee) 625 kgs. ~ 50 per kg. 

~ (Cardamom) -ntr.==m= 125 kgs. ~ 300 per kg. 

(a) JITTI· fqictbll'1 ql{cea-wfl<ii ~ (Variable Cost per kg) : 
Tea Coffee Cardamom 

<~ <~ m 
( lJl1J ~) (Labour Charges) 

~ m-qJit (Packing Material) 

3R "ffiTTo (Other Costs) 

10.00 

2.50 

5.00 

17.50 

(b) ~ ~ JITTi "cC1f (Fixed Cost per annum) : 

~ ~ ~ "'1 "ffiTTo (Cultivation and Growing Cost) 
Jlll1WJ "ffiTTo (Administration Cost) 

~ 'ctTT@ (Land Revenue) 

~ ~ ~eJUT (Repairs and Maintenance) 
3R 'ctJl@' (Other Costs) 

12.50 

2.50 

1.25 

16.25 

150.00 

12.50 

. 25.00 

187.50 

m 
16,00,000 
4,50,000 

2,75,000 
5,00,000 

6,75,000 . 

35,00,000 

cf;llAT ctft-;ftfu <iM!' wm <tl ~ ~alt cm~ v:ct ~ <tiB qft t ~JI@~ 'ffift fcf;-q 
~ qlffi 3lfqq;a-q-~ ~ ~ ~ 1lqiR t-

http:46,418.75


~ (Tea) 

~ (Coffee) 

~ (Cardamom) 

Maximum Area 

320 Hectares 

100 Hectares 

60 Hectares 

~ t-l&ii:h➔ / 231 

Minimum Area 

240 Hectare 

60 Hectares 

20 Hectares 

~ "'1 'Slllllfi:tcfiHI nl!lT -oo''qcfi" ~ ~-Pf~ q;r RtmVT ~ ~ ~ 
~-PJJJflJT "tJ"{ ~ q@ ~ "'1 l'fUAT ,ft ~I 

Ans. (i) Priority of Production: I-Coffee, II-Tea and III-Cardamom; Contribution per 
hectare m -Tea " 18,750, Coffee f 21,093.75 Cardamom f 14,062.50; (ii) Most 
Profitable Product Mix: Tea 320 Hectares, Coffee 100 Hectares and Cardamom 60 
Hectares; (iii) Profit f 54,53,125. 

l51<f~~3i("QchlH ~~~l!R'.qivfT 
(Suspension of Activities or Temporary Closure) 

14. ~ ~ 3'1Rt ~ ~ ~ "tJ"{ ~ q"!f sq~· "'1 20,000 ~ q;r RlifvT 
<tmfi t1 ~ ~ -q-~ qf<qtf-,l(o("( ~ am W!R "ffi'l'Tm' "'1 ~ ~ sfilm: " 13 am , 4 ti 
~ "'1 ~ ~ f 20 sq ~ ";;flffl t I otjjqtflcfi ~ * <mV1 ~ ~ "'1 ";;flffl t I fct> 
;w@qlfsq~•q,1~2.000~ m~~~t,~"'1~<bl~ffl 
"'1 ~ t, 311@ qlf W!R ~ * ~ f 33,000 ~ ;;iR "'1 3!TWI ti~*~~ ;;iR 
"'1 ~ "ffi'l'Tm' * f 12,000 ~ "'1 3!IWI t, ~ ~ <bl ~ <fi"{ ~ ~? ~ 
-R-~ ~t? , 
Ans. Loss if the plant is operated= 66,000. Loss if the plant is shut down= f 45,000; 
Shut down point= 5,000 units. 
The plant should be shut down. It will help the company to reduce its loss by f 
66,000-f 45,000 = f 21,000. 

15. ~ ~ q;fc,.J qflf~fdqj ~ ~ W t, <JillFft "'1 ~ ~ 20,000 ~ 
~ ffl "'1 t ~ oITTfR sq lWT cfjlJ ~ ;;iR * <mVf ~ ~ I 0,000 ~ JITTI q"!f 
~ ~ ~ t1 ~ *~sq ~ ~ R'-ifclf&a >fcfiR t-
~ ~, 40,000 <~~<bl~~*~~ ~ ;;i@T t m ~~ 
28,000 f ~ ~ ~ f. ~~<bl ~ om: ~ ffl "tJ"{ y.J: ~ ffl * ~ f 
4,000 q;r ~ ~ cfwlT ~ ti 
qf<qd➔l<Dd ~ (Variable Cost)= f 10 m ~ 
fcrst,q ~ (Selling Price)= f 12 JI'@~ 
~qillfitqiJ 311Rl~¥U~it. i~~ ~~t-TI"ql~~? 
Ans. Profit ifthe plant is continued= f 20,000 (loss); 
Profit if the plant is discontinued= f 32,000 (loss). 
Conclusion : The company should continue its plant. It will help the company to 
reduce its loss by f 12,000. 

~ mtrr -q 'cf,f((!li-tl l!R'. ffl ~ ftr-'§ cfiT Pt11ho1 
(Determination of Shut Down Point in Seasonal Factories) 

16. ~ .:ft;ft fi@~ 3l1Rl TA q;r ml~ t . TA "'1 ~ * ~ ~ cfill<dcfil(f-q"{ R'ltt 
ctmfi t, ~~~~ ~~ ~ * f 3,000 ti~ 8J,r *TA sq 5% ~ 
mm ti 1A "'1 mtm, ~ ~ ~ f 40 JITTI G-J ti .:fi;ft ~ Qqi ~ f 1,600 JITTI G-J 
"'1 G\ ~ ~ ";;flffl t ~ 'Slfu G-J , 350 ~ ~am: , so ~ o'tf ~ "'1 t'IT'@ 

~ <-ifutfcld ti ~ ~ * ~ fi@ * ~ ffl q;r ~ ~ cfwlT li 
Ans. When daily supply falls below 150 tons, the mill should be closed for off season. 

http:14,062.50
http:21,093.75
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~m~f.rofQ'~~ffl'rn'-~ cfiT'Sl'?011' 
(Use of Marginal Costing in Make or Buy Decisions) 

17. ~ lctifctiiM Rl{@T ~ cfil ~· ¥ cfil f.rirtuT ffiT@ ~ 6.25 3lfffl t ~ "ll'-tt ~ 
~ -q ~ ~ * a:n~WPR ~ 5. 75 JITTf ¥ cfil ~ ~ ~ t1 ~ cfil f.r'l'tur ~ 
qif ~ ~ Jfif>R t-

m-qm (Materials) 2.75 each 
J31'll' (Labour) l. 7 5 each 
~ 4Rctd-t:tftt'i ~ (Other Variable Overheads) 0.50 each 
~ 11,ci 3R f~< ffi1R1 (Depreciation and other Fixed Cost) 1.25 each 

(i) cP1T g1l' ~ ~ l:11 ~ ~? (Should you make or buy) 

(ii)~ au'lfdcfi'df ( 4.85 JJm~*~~Tiiffitot~~ cpnm? 
Ans. (i) The purchase price of component is t 5.75 while the marginal cost ·of 
component is ?5.00. So, it is advi:;able to produce the component 'X'. 
(ii) If supplier is willing to supply the component at t 4.85 then there will be a saving 
of Re. 0.15 in the marginal cost. So, it is advisable to purchase it from the market. 

1s. x~ ~ ~ Rl{@T ~ ~ ~ iui <lft 3 , JITTJ ~ <li't ~ ~ 16,000 ~ JITTJ 
q"ff~f,x~qif~~~'4Ti<li't1Jfif~1l11f~m*~~ 
~ -qyi qif qitlf;ft ID"{T ~ ~ -;;iA * ~ ~ ~ ~ ~ ~ cfi«ll t, ~ 
Jmllcf * ~ F-fi=tf<'lf~(i ~ ,:it ~ cfi«ll t-
(i) miuft ~ JJfcJ ~ , 0.45 ~ ~ ~ , o.375 JJfcJ ~ M1 
(ii) qftqd-tl(fl(-1 aqf<6<44, ~ ~ * 100% ~1 

(iii) t 1,000 JITTf "t(ffl" ~ ~ ~ qt~~ ~I 

(iv) ll'l(ft;J * ~ t 60,000 <tl ~ ~1 ll'l(ft;J qft ~ ~ 20,000 ~ ·t ~ 
~ ~ () cflf WTTI 
(v) ll'l(ft;J sfi'll' ~ * ~ 8% ~ ~ qft G{ ~ cfiT'f >W<r ~ "iilT llqiffl !1 
~ ocffl Jmllcf * ~ -q ~ cli) ,mim ~ * ~ ~ ~ t, 
Ans. ~ cli) ~ -qJi "cfiT ~ m 1t qivff ~ "4)fcf; ~ ffl ~ ~ -qJi cli) 
~ <li't ~ -q m' ~ ~ · 16,000x 3 = ?48,000 * l1!fA ~ ~ ~ ffl1@ t 
46,ooo -gt ~ <~ , 19,200 qf<qtf-t:tftt1 ~ M <T1U , 26,800 ft:wl{ ffl1ffl wit> 
~ cfi"1lFft "cfiT 48,ooo - 19;200 - 26,800 =, 2,000 <li't 111,ffl M1 . 

19. ~"CfilfllllJ~~~~,uicli)f 11 ~~<l,'tG{~~1'il~tlTIJ~ 
-qJi q,1 ~ "fflT ffl ~ ~ .ilA "cfiT ~ t, ~ ~ -imA <li't ffl'ffl t 1,00,000 
~~cmitcl; l8llffl 20,000 ~<T1U~ 1oq!f m1, 500~~~~~ 
,:it ~ ~ ~I m-qm ffl1@ ~ ~ t 4.00 <T1U ~ t 2.00 JITTf ~ lflftl 
qf<d-t:tftl-1 fflol{lf, ~ J31'll' * 150% ~I 10% ~ ~ <lft G{ ~ ~ ~€11'51-lcfi 
~ ~ JITC<f ~ "iilT m t, "CJi1f cli) imim ~ fcti ~ ocffl ~ cli) ~ 1'il ~ 
~? 
Ans.~ "CJi1f cli) 13,000 ~ ~ an'tfcfi <lft 3llc4l(4c:fidl t <TI ffl f.r'lfuT qit-U l-tl'lt(Mifi ~I 

~ 13,000 ~ ~ ~ 3lic4ll4ifidl f <IT ifl',;ijJ(: ~ ~ - q;r-rr ~ m1 

Hint: Fixed Cost= Depreciation+ Foreman Salary+ interest on cost of machine 

= ( l,~~ = 10,000 )+ (500x 12 = 6,000)+ ( 1,00,000x /! = 10,000) 



~ t 26,000 

Variable Cost Per unit= Material+ Direct Labour+ Variable Overhead 

= 4.00+2oo+( 2x :: = 100) = t 9.00 

20. ,t,fi 1lre't ~ f.liuuft fffirlfiT ~ cfiT qtftfq; ~ 90,000 ~ ti ~ cfiT ~ 
ffiJ f.ri::r lr<fiR t-. . 

~ (Materials) 
JJJIJ (25% ~) [{Labour (25% Fixed)] 
~(Overheads): 
qftqd11'Hcl (Variable) 
ft:eR (Fixed) 

"51'ftt'l<fill 
(Per Unit) 

?270 
t 180 

?90 
t 135 

mrT (Total) t 675 

( 31) sfi'll' ~ ~ 'Q;<fi 3ti'iftfGidl ~ ~ 1ll1<f ~, 'ffl ~ cfiT t 540 1R: ~ ~ "'1 
~ Tilffl t, cfll'T ~ cfiT ~~am~ cfiT aR <6'{ ~ ~? 
<~)<l'f~~f.ti"w~~~~~~cfiT~aR~~~~~ 
ffl~;;frllf,~~~~t485fl~~~.~cfiT~t20011fu 
~ "8l11TI ~ ~ "'1 90,000 ~ cfiT ~ 'om JJJ1J q ~ ~ 3'1tm: 1R: ~ ~ 
~ t 'ffl oi1I'{ ~ t ftl~•<'l.4"' ~ f.ti" cfll'T ~ ~ ~ ~ ~ ~ cfiT m 
cli'IGl~ifi ~. W ~~ ~ fcli c@IIR~ f.!'1fa ~ cfiT ~ fA1cf;{ ~ ~ lt ~ f1 
Ans. (a) If the component is purchased from the outside supplier, the company will 
have to pay t 45 per unit more and, on 90,000 Wlits the company will have to spend t 
40,50,000 more. Therefore, the company should not stop the production of the 
component. 
(b) If the company diverts its resources for the production of another new product, it 
will benefit by t 60- t 45 i.e., t 15 per Wlit.On 90,000 units the company will save t 
13,50,000. Therefore, it is advisable to divert the resources to manufacture the new 
product and the comeonent presently being produced should be purchased from the 
market. 

21. 1tu i4i(Etlffcl;cl ~ ~ ~ aRcfi if$ f.lfiffl 'efi«ft f1 int 'ffl§Zl'f 845 "'111@ ~ 
. ffl'@ f.rct 'SlclITT: t-
~ (Materials) 
JJJIJ (25% ft:eR) [(Labour (25% Fixed)] 
~(Overheads): 
qftd11'Hcl (Variable) 
~ (Fixed) 

t 3.00 

?2.00 
t 1.00 
t 1.50 

mrT (Total) t 7.50 

~ ol11I' 11ilf IDU ~ cfiT ~ ~ ~ f fcli cQ" d'ffl int cn't t 611@ int "'1 ~ ~ 3'T1lfcf 
<6'{ ~ t, ~ ~ f.ivw< 31T1iflf <tt lfR"O'it t, c@lfR oCl1WT ~ ~ 50,000 ~ 
11@ ~ t, cfll'T 31A ~ lR: ~~int cfiT ~ "'1. ~? cfll'T 3'J'qcfiT om: f'IR 
-gTTJT ~ int mgqy 845 ~~ cfflffir ~ ~ ~ q;) ~,~ 11G lRR ~ ~ m ~ 
~ ~ f f-;rfi ~ t 4.25 cfiT ~ ~ ~ ~ f. ~ "'1 3111!fcl ~ &RT "'1 
~? 
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Ans. (i) Make the part as there will be saving on 25,000 and (ii) Purchase the part as 
there will be saving oH 62,500. 

22. ~ nerr ~ Gt 3fqlfq i, ~ ~ -q ~ ~ q;) ffi q,J am~ q;) ~ q,J mn: t, 
~~~~t- . 

X 
mlcit (Materials) t 7,50,000 

~ (Labour) t 4,20,000 

qf<o1d'1~ilz.1 d4flollq (Variable Overheads) ~ 3,30,000 

W!R ~ (Fixed Overheads) t 6,00,000 

~ (Output) 12,000 Units 

JITTf ~ sfi"lf ~ (Purchase Price per unit) ~ 175 

JITTf ~~~(Machine time per unit) 30 Minutes 

JITTf ~ ~ (Materials per unit) 800 gm. 

y 

t 3,00,000 

t 5,00,000 

t 4,00,000 

t 6,00,000 

25,000 Units 

t64 
12 minutes 

200 gm. 

~ ~ ~ f<fi ~ ~ ~ am~ f.lfira ~ ~. "l!'R
(i).cfilf ~ cfiT{cfi -;i m, (ii) wiuft ~ cfiT{cfi ";'.f m, (iii) 1:J'ffl1' ~ ~ cfiT{cfi m, 
Ans. (i) Savings per unit: X ~ 50 and Y t 16, Make 'X' and Buy 'Y' (ii) Savings per 
kg. of material : X ~ 62.50 and Y ~ 80, Make 'Y' and Buy 'X'; (iii) Savings per 
machine hour: 'X' ~ 100 and 'Y' ~ 80, make 'X' and Buy 'Y'. 

3t"J<RMci'1 fas5tJ-~J3tUT (Optimum Sales-mix) 
23. 3m:o 3m:o ~ m;i ~ 3l, of am~ f"R 3W@l' -q of1Tfil nerr ffl t, 'I'@ ~ ~ 

'llTcft 31mm ~ 3ll~ 1H~ i?l&1q1z.1cti ~ R"'lf~f&a ~cl"'t 2018-19~~~ "'1 
t- . 

Product Selling Price Variable Cost Possible Sales Mixes 
per unit(~ perunit(f) Mix I(~ Mix II(~ 

A 30 12 6,00,000 3,00,000 

B 40 20 3,00,000 2,00,000 

C 25 15 1,00,000 5,00,000 

2018-19 -q ~ ~ oq?i t 2,64,000 ~ t, ~ ~cfif<:'<lcfi ~-fi/JJrUT cf;) 3Utf 

~? 
Ans. Total Profit -Mix I ~ '.l,86,000 and Mix II t 2,16,000. Adoption of Sale.,; 
Mix I would be profitable. 

• •• 
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3T~ ~-fa.tea fa~&it101· 

(Cost Volume Profit Analysis or 
Break-Even Analysis) 

"ffil@'-lITTTT-~ fu~<-1 q 01 cnT ~ 
(Meaning of Cost-Volume-Profit Analysis) 

cffiqA ~ -q ~ olli<Hllfqifi ~ q;r ~ ~ ~~ ffi1l 3lf;;ffi qiBT mcTT t 
~ ~ 'ffi'q q,11IDiT tt ~ q,1 ~~WT@ ~ fiffl q;r -~ mm t, ffi1l 

~qft'ffil@, ~cf>llIDil~~~~ 41<f'iRifi ~q;r~mcni1 ~~ 
~ mq 't!TIXI'{ ~-~ ~ (iUi~d ~ ti a:@:~~ M~~qcf, ~ ~ ~«R 1R 
r,I 'ffiq1' 41(f'iR<f> ~ ~<tiB ~ft,q ~-1IDil-ffi1l fq~;iquj ~ ctilfflcfi«IT ti 

••~ctft'mmr,~ctft'lITTl'Tnvn-ffl'tctft'~~lftlf~~~qjftt' 
~-lITTl'T-'RT'l ~q~ ti U I ~ f I" 
~ 31!f -q ~-1IDil-ffi1l * ~~ ~ qft ~ 1IDiT 3feJcTI «R * t ~ 1'.R ¥f 

'ffil@ v:ct ~ 3lT7Jl{ (¥f ~) -~ wrr, (Equal) m am ~ ~ ~ ~ (Point) 1R 

~qi)~ m ~ 'ffiq' men t ~ ~ tt ~ m.:i mm t, 
. ~ ~ -q ~-lIDil-'ffi\f Mlt;iqu1 fcfim '1:fill qft ~ ~ ~ (Profit Planning 

Process) qft 3ql(lfildl ~ RtlRUT qft ~ v:m ~ ! ~ ffi1l-'ffil@ ~ ~ ~ q;r wmuT 
cfi«ft to~ r,r 'ffiq1' ~ ~ 41<f'iR<f> ~ qft ~ ,n cfi«ft ti 

~.lft'.tm ~ ~. II atnra' cQc:l+lllt 'q' ~ ~ 'tITTr-n' 11'-!'A' ~ ~ ~ .......,,.., ...... , . t,, qgRf'{O ffi'f lITTl'T-mmr l1;'l 'RT'l lfi1' ~ 

anf.lft'. ~. l1::•, ~, ~ ~ 11 ffl1ffl-lITTl'T-'RT'il ntl(l~qUj ~ 'fl'11'@l, 
qfleui-,,ftft ~, ~ -~, lITTl'TnWTfirl)1Qf-qR qf<cnf-,"i 4i1' 'W-flfflm"q"{~~ 
"51',mf qif ~ ti'' 

'ffil@-lIDil-'ffi"!' fq!(;iquj ~ ~ fclf'IFi mi 1R 'ffil@ ~ ffi1l ~ (l'-oiiP!d ~ . 

~ cfi«IT t ~ ~ JlqjR t-
i . ~ q,1 lIDil -q ~ <tiB 1R 'ffil'@ ~ 'ffiq' 1R ~~~qi)~ qiBTj 

2. ~ v:ct 'ffil@-q~ ~~ q,1 lIDil 1R ~ ~ ~ q,1 ~ ~ qiBTI 

3. ~ ~ fclf,;.:;f mi 1R ¥f ~ 'ffil@ q,1 ~ ~ qiBTI 

4. ~ ~ fclf'IFi mi 1R BJ1l q,1 ~ ~ qiBTI 

5. ~ ~ 3lf;;m <tiB ~ ~ ~ ~ ~-«R q,1 ~ ~ qiBTj 

~~ *· 'ffil@-lIDil-'ffi~ ~qi)~ JlqjR * o!ftlij ~-ill~ t-
i. ~ q,1 lIDil ~ ~ q,1 'ffil@ * 5fi01i(i,jcfi ~ men t, <~ q,1 lIDil * 

~ m 1R 'ffil1o ~ mat -ill'ffi t, > 
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2. ~ cfil ffi1@ ~ ~ii cfil 1lT3IT -q· 3fi0jji;-qi:f, ~ ~ t, (~ cfil ffiT@ -q 'qi1:ft 

~ ~ m21-~ ~ cfil 1lT3IT -q ~ ffl ~ ti) 
3. ~ cfil 1lT3IT ~ ~ cfil lfl;fl -q ~ ~ ~ t, (~ cfil lfl;fl -q ~ ~ 

~ ~-~ ~ cfil lfl;fl -q -irr ~mm~ t,) 

c'ff1@'-1TI"5'T-'ffi'il ~ll'HqOj qif~ ~ dc(~ll'~ 
(Importance or Objectives of Cost-Volume Profit Analysis) 

ffil@-llT31T-~ fct:tclf:IUI Sldi-f.lq,14 ~ ~ ~ ~ <fiT ~ ~ ~ f1 
~~~~~~WfiRi-

1. ~-llT31T-~ fc11'clqUj ~ ciTT ~~(Point) t- -ITT "q ~ 'Sl'zyf qi"{'@f t 
f-,ra "CR~ ";f .-..,w mm am: ";f -..,w ~ m1 

2. ffil@-llT31T-~ fc11'clqOj ~ -;ft@ t- H'-ITTVr -q ~ 'Sl'zyf cfmfT ti ~ ~ "Q 
~ <fi'lr ffl ~ ~ ~ "Q ~ cfil llT31T, ~~~"CR m cf@~ 

cfil~m~t, 
3. ~& fct1'cl'4UI ~ ~ t-~ "Q ~ ciTT ~ t- f'F!'-fi:A m "CR~ 

cfil lITSfT am: ~ cfil • cfil ~ 1IGR qi"{'@f t, 
4. ~ t- a:@ll-a:@ll m "CR aqflsq4 ffi1@ f.rtlRUT -q 'iTT ~ f<4llcltfOI ~ ~ 
~ t, ~ ~: 1cf f.Jmftt aqflsq4 ~ ~ t-~ ~ ~ "Q ~L<ilf.f.ld 
mmt1 

5. ~& fctllcll:401 Slq-f4q,1l.l ~t-~"Q~ 'l_eflficfi1 'l'~~cfil~ 
~cfi«llt, 

6. ~& fql(cltfOI ~ cfil ffl cfil ~ ~ -~ 1J11RT -q ~ ~~fl ~ t
~ ~ "CR ~ cfil ~ 1J11RT ~ "Q cfil -;;iy ~ t, 

7. ~" fclllcltfOI ~ ~ cfmfT f fq, ~ ~ ~ fcf;-q ~ cfil ~-q ~ ~ 
a:rrMt, 

8. ~& fc4llcltfui ~ ~ °AA-q 'iTT ~ cfi'{ol f fcl, ~ ciTT ~ ~qif{"'lcfi ~-q 
~ ~ ~ <fiT ~ q;r-rr ~I 

9. ~& fql(cltfOI ~ ~ 'iTT 'Sl'zyf cfi«l1 f fq, ~ ~ -q -qftcftfl' ~ ~ ~ cfil 
lITSfT ciTT ~ ~ ~ ffll 

10. ~ f~~T ~ ~ ffl ~ 1ft ~mm! f:fi~ ~~ ~ ~ t-~ 
~ ciTT ~ ~ q;r-rr mlffl 

lftf-fcl•a: fc141Hqo1 cfiT 3li1' 
(Meaning of Break-Even Analysis) 

''"ffil@-lfl;fl-~ f<:4:tcltfOI 3l',lqJ' ~-~ fcfllcltfOI fcti'm oZllcn:llfllcfi ~ cfil ~ 
lfl;fl ~WG'if-q ~ 3Wlln' <fir fclllcltfOI ~~ t-~m "CR ~cfil ~ <fiT ~ 
ffl cfil ~ ~ t," 

<ffl° fctllcltfUI "ffiT@ ciTT ~ cl'ft qflqtf1itftl-1 ~-q "9:~ ~ fstil.llltftl-!dl ~ ~ ~ ciTT 
Rmftf cfmfT f ~ ffiT@' ~ 3'll1l:r -ma« mm 'ti~~~~~ (Approach) f >i1T 
m,n ci,1 ~ ffl ~ ~ 'E!Gcfil' t- ~~"CR 31Ttnfuf i, 

l
~-~-lITTIT fcc~~tfOI gt'Wf-~ ~~(-11401 4i6Hldl t, ~~qjf~~~, 
_,:ft--g)mi~¥<:f~:qcf~~( atT'f1f)l(cri'~-graTt1 . 
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~. ¥f!''ttci~ ~ ~. "lflf-~~ Rl$1Ht101 dfnraTtf.fif~;~n1'1,tR~ 
nwr 3WTlf ~, u.mneu q f," 

a«f: ·~-~ fc:11tclti!OI ~ * ~ ~-lfl:ill cf,1 R'ffiUT M ~ t ~'ti\~ 

~ ~ 3WTtf o'U ~ ~ ~ ~ "ITTI ~ lTI',fl ~-~ ~• (Break -Even Point) 
~t, 
~-~ ~~Htii Oj nWT fflTTn--imTI'-~ "q' ~ 3r-ffi' ~ t f.ti-
'BJlra-l:!T,fl-1,N fc:lltcl'IUI 1,N ~ <fer! fflT@ ~ * ~ ~ m «fU' 'ti\ 

~ ffll@, ~ lTI',fl oen ~~ *~ q@ ~ cf,1 (9fii cfft ~ 'ti\ m ~ -srqyq 

qi) ~ ffl ~~"tr~ fcmrn, ~-~ Mltcl'l 01 ~ (Level of Operation) 
~~«Rqi)Rt:rimf-mcfft~t~~'t{\~3{Tlftt~ffll@~~mmt~ 
~..:~ fc:1:tcl'IOI 'BJlra-lITTij-1,N fctltcltiiOI ~ * ffl cfi1 \;!A ~ ~ ~ f 1 

~-~f.Ud. ~¥~'401 q,1 'li•lH,i~ 
(Assumptions of Break-Even Analysis) 

~-~ fc:11tcltiiOI ct) Rfi<llltftt1dl ~ ~ 1{1-<@l~ 'ti\ 3llmfuf t, ';;fl~ 1Fm f-
l. 3Wltfoer!~cfft~fctimWJR fs;i;<i11tft{-fl'!l ~3ll'f:IR'tl\ (~-~cfil~ 
~ ~ ~ ~ ~ 3lT'ff{ 'ti\) qft ~ t, 

2. ~ o'U ~ wHll'lMcfi ~ i ~ ';;fl '!'.ft~ mm i ~ w:r-w:r ~ 
\jf@l t 'o'U ~ ~ * "'1( qgtq'{0i ~~ma fr 

3. ~ ~ oen ~ ~ ~ cfft ~ * <h1l ~ -;im· mm t, 
4. ~ ~ «R 'ti\~ cTil ~ ~ ~ ~ ~ t, 
s. fflT@ ~qi)~ 'ti\ ~ -m 'ti\ ~ mm TIID ~, . 
6. ri~~cfil~~1i_cf ~~ifM\if@lfl 
1. m-m' <~. ~oen'SlmR) ~~ qfh1a.:i1tnt1' ~ ,:rrn*~cfft 

~~t, 
·s. ~ ~ «R 'ti\~ oq-qf .tt F'f um~~ ffift t oe.ri qf<c1a11tnt1 ~ 

~l:ll51f~~*"tJftcmrnitmt,. 
9. ~ ~ "<lT ~ l:lT5lf qi) m fflT@ qi)~ -m ~ 'Egqi "<lT cfiITTi l{A1 ;;mrr 

t, . 
10. Sjl{fi-'qcfi ~ ~ ~ * ~ 'ltitq'{at ~ ma t ~ ~ >l'R ~ ;;mrr t 
~ ~ oen ~~mm~ t, 

lflf-~ ~;\l~qOj a; amnt"Q't~~~ililf-fffl~~cl,l ~ll 
rm111:ll'~~,~~~~ll lft'-qftm~"Q'tl{lf-~~"q'1'ftffilt' ~· ~-rc-~a. Rl¥~C:401 ~~ 

(Limitations of Break-Even Analysis) 

~-~ ~ii'HtiiUI <6f¥'J~~T«Vcm"f-
. 1. ~-~ fc1llclt1U, cfiT ~ ~ t, ~~WR~~* m ffi1l mm t, 
~ BP@ o'U 3lfTIJ:{ cfft ~ ~ * ~ ~ ~ ffi1l mm t, 
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2. w fc:l:t<Atio, ~~~mm~ mt ~Ncfi1ct11 ~ cti1 ~ ~ w 
~~ ~ "1m t ~ ~ # ~ ~ qfh1d1:tilt-1 m ~ t, 

3. &ilc!QIR<fi ~ # °1 m ~ ffi1IB 1!_U@: ~ mcft t 3TI{ °1 "ITT 1!_U@: qf<c1ct1:/Hcl ITTcft 
t, 

4, 'Bl1-~c;_ fc:l:tflflOI cfil ~ 3lT'tffi:~ llPic'fl <ffi t ~ "RTT@-3lTlflf 'tfr5IT ~ ~ 
m"ffi t ~ olfflT{ # ~ "1m ~ ~ -t, 

s. w Fc1:1<?1tlu1 ctt w ~ ~ "1m t ~ ~ ~ "tJ{ m 3lf~ ~ men ti 
6. <ffi fc:l:tclflOI ~ ~ "tJ{ £Zl'R "1m ~ i ~ Slcil""-lcf>l4 ~ <liT v;cfi 4t\6:l'iuf 

cfiRcf>il . 

7. ~ fc:l:tclflOI # ~ 3TI{ ~ ~ ~ ~ ~ 3lftrcti ~ (fCfi" WR~ ,~II 
s. w fc:l:tclt1°1 # ~-fil'wrr ~WR~ cti1 ~ 6l&llclt\1Rcfi ~1 ~ ~ # 
~ ~ ~ cfi1 "4T7T # ~ ~ -;;JR "tJ{ ~ fil'wrr ~ f.!'lffto fil'~ ~ 3IBJT ~ 
-;jf@lil 

9. °T1l sifa~lrli.11 cfi1 6lcll«lfclcfi ~ ~ ~ 641clt\1Rcfi ~ # ~ ~ ~ <liT 
a,mfi:@ ~ 'tfr5IT ~ $ ~ ~ WR ~ 6lcll«lfqcfi ti . 

10. 'Bl1-~c;_ rc1:tcltio1 * ~ 'tfr5IT ~ ~ ~ ~ ~ q;) WR am~ 
llr-1 mf-;jf@l t, qf«lq #it~~ (fCfi" WR~~ fl ~if&F-t>l4 ~~ 
ffl "B tjt ~ ~ ~ ~ qi) ~ ~ cfi{1T ~ t, 

lftr-f<h@G ~~c-itilOI cfrr fcfftft1i 
(Methods of Break-Even Analysis) 

~-'tfr51T-ffi'f 3JY.Jq1 "Bl1-~ fq~cltlO( cfil fcrt''l:Ff fcrt'tl41 q;) Hi.:tRif@ct ~ 'qJtjy -q' 
~M"'1~f: 

I. «ft;,i11fu1al4 ~ (Algebraic Methods), 

2. cl©IRl~ll fcrt'E!<ll (Graphic Methods) I 

~1;;i,1fo1t114 fct~4j (Algebraic Methods) 

~-'tfr51T-Bf1r ~ <liT ~ ~ ~ ~ ~: f.li.:tRifutct «ft;,i11fo lffill fcrt'tl4) 
<lil m M -;jf@l i : 

(i) ~ (Contributions), 

(ii) ffi'il-'tfr51T ~ (Profit-Volume Ratio). 
(iii) 'Bl1-~ ~ (Break-Even Point), 

(iv) ~im-mtrr ,Margin of Safety)I 

~~\TI~ cfi1 ~ . oZffi9qJ' ~ JJcfiR i-
(i) ~ (Contribution) 

~ ~ ~ ~ cfi1 ~ ffi1ra ~ 3RR q;) '~ (Contribution) m fl~ 

~ -rf, ~<f>ITT -;;JT~°t ~W~JJctm: <lil~i~ ~~WR ~cfil 1iffl ~ 
m M -;jf@l t WlU ~ ~ ~ ~ ofq(fT i oit ffi,:i' mt w JJcfiR WR~~ ffi'il 

<lil<WT m '-mRR' ~ii lB ~ffi'il
1 

(Gross Margin or Gross Profit) \TI m ti 
tfir ~ ~ -q=, ~ q;) ~ 1iqoRf M "'1 ~ i: 
(i) ~(Contribution)= rcmilr (Sales) qn1:1if-t1i'ftH "H'1"'@' (Variable Cost) 



or C = S-V 
qf<qcf1~nc-1 ~ "G' ~!l:l ~. ~ WI,~ o1l<l o~ t=rm qft:qcf1~nc-1 ,3qf<ol.l<n. "cfiT 

-wfi@ fct><ll -if@l t, ~ ~ "G' qf<qcf1~nc-1 ffi1@ cfiT 3lf~ m-qR{ ffi1@ ~ ti 
(ii) ~ (Contribution) = W!R ffi1@ (Fixed Cost) + 'BM (Profit) 

m C=F+P 
~~~GR)'~ "cfiT H'-ifclf&d 'mi:rRJ ffi1@ e~1cfi{Uj' ~ ~-q' m ~ fct><ll 

~~t: 
Sales.:.. Variable Cost= Fixed cost+ Profit 

m S-V=F+P 
3T001~~~~ fc,WcltjOf ~~ tf<fi~ ~q,1\cfi'l1W!R ~~ 3TI'f.fcfi 

"@ft (C > F) m ~ "cfiT "BM m, ~ ~ q,1 \cfi'l1 W!R ffilfflt. ~ q;q ~ -q"{ (C < F) m 
cl'YU~ <c=F) ~-q"{ -;r~~ am:-;rm~m"@ft, 

~~~(Contribution per Unit)-~ fcfim ~ qTT ~ ~ ~ ~ ~ "G' 
~ ~ ~ q,1 qf<qcf1~na clT1ra cRJ ~ "'1ffi t m -m ~ ~ t ~ '"Smf ~ ~ · ~ 
-if@l i, ~ ~ ~ -q' ~ ~ ~ ~ ~ t: 

CP= SP-VP 
Where : CP = Contribution per Unit 

SP = Selling Price per Unit 
VP = Variable Cost per Unit 

~ q,1 ~~mi, n~ ~ "clT1ra q,11'fO"RT ~m1a1'{4cfi cfil ~ tlcfim t, -w ~ 
"G' H'-ifclf&d ~ ~ ~ m t : 

(i) Profit = (Sales in Units x Contribution per Unit) - Fixed Cost 
(ii) Fixed Cost = (Sales in Units x Contribution pet unit) - Profit 
SH-(fff'4n lfl' ~ft!Ri:Ri ~qft-~~lrififfl'~lffin'~ctiffi-f<fim 1ft ~ ~ 

~ o-':il IDU ~ ~ "cfiT ~3TI cfiT f.rl:lfUJ ffl -q"{ fi:41illfqcfi it t f<fi ~ ~-q' f.!fti:@ 

~~~"@ft,~~~q,1~~w'llo1ft~~~~"Sl"fC<'fm~fcf; 
~ ~ ~ ~ ~ 3-f@R~ ~ lITTfT q,1 3-fii:Wlcfidl miTII 

~ q,1 ~ ~ cfflffil f<;rsf;.r ~ H'-ifl"lf&d ~ IDU ~ q,1 ~ ~ t : 
Addi . nal S I V 1 (" U . ) Proposed or Increased Expenditure tJ.o a es o ume m mts = -----------

Contribution per Unit 

~ ~ ~ m 3'4clrf'lldl (Advantages or Utility of Contribution)
'"cll1ra-lITTIT-mi:r' 3f~ ~-~ fr;!lf('ltjUj' ~ 3f~ -q' ~ cfiT ~ ~ t, ~= 
~ ~ ~ ~ "cfiT Hi-iwtf&a ~ "Sl"fC<'f ~ 't : 

<1) ~ ~ cfiT ~ m ~ ~ 3lT'EIR -q"{ m ~ mat i, -m 'lit~ 3ff'~ 
~ ~ cfi{lffi t ~ ~ "cfiT WIT~ ti 

(2) ~ fi:rljJUf ~ f.J$J ~ 3RP@ ~ ~ fi:[l}fO'T cfiT ~ 'lit ~ ~ 
3lT'EIR -q"{ m ~ ~ t, 

(3) fcfim ~·~ ~~ ~ ~ m "llT ~ ffl cfilf.J$1 'lit "dt=f ~ ~ ~ -q"{ 

m WR q,{ffi t, 
(4) ~ q,1 ~ ~ ~-~ ~, ~-lITTIT ~ nYU ~ "llT ~ q,1 

<.11ili!.14cfidl cfiT Htffi1l1 ffl °G' 'efqm ~ t1 f-im 'lit fq'tjrrr "llT ~ cfiT 31ltri!.R ~ 3TI~ 
mat t ~ m <.1iili!.14cfi ~ ~ i, 

http:1)~~<liT~.qt


(ii) ~-lITTIT ~ 

(Profit-Volume Ratio or PN Ratio) 

~cfil~~~WJ~ ~mt, ~m 'ffl,J-"tITTIJ ~~ti~: 
~ "ffi'tr-"tITTIT ~ ~ ~ ~ •~ ~ ~• (Contribution/Sales Ratio) q;g-;ff 

3TI'Ejqj ~ m1 ~: ~ ~ ~ ~ -q' ~ ~ ~ t, m -q', ~ ~ ~ ~ 
~~cnl"(qill-q'~cfil'fl'Tll~ lOO~:IUTT~~f1~~a:n'q;) 81Ff-q'~ 
~ ~ 1'J'1l"RT ~ f.tt.iR-lforn -q: ~ M ~ ~ cfiT m ~ ~ t: 

. . C CP S-V SP-VP 
(1) PN Ratio = S x 100 or SP x 100 or S x 100 or SP x 100 

Where: C = Total Contribution 

S = Total Sales in Rs. 

CP = Contribution ptt Unit 
SP = Selling Price per Unit 

V = Total Variable Cost 
VP= Variable Cost per Unit 

(ii) PN Ratio= Fixed Cosl + Profit x 100 or F+ P x 100 
Sales S 

~ Gt" 1w=r ~ lffr ~ ~ ffllf lffr mw"tft' If~ "ffl' ffllf-1'1"51T ~ ~ 
~ ~ ~ f.t"lft-1 f&a ~ w ~ ~-

PN Ratio= Change in Profit x 100 
Change in Sales 

~-~ ~ f1=R ;;Jqf~ cn1 ~ ~ ~ ~ ~ ~ ~ t ·Q;tjh:~ -q' ~ ~ cfiT 

~~~lg~ cn1 ~"Uffi-q'~offl ~cnl ~~ "(qillq;T'EleJ ~,ifRITfl 

~ ffllf ~ ~-• lffr mw <ft' If~ "ffl' = 
Profit p 

PNRatio=-----xlOO or -xlOO 
Margin of Safety MS 

~-"tITTIT~cnl~~~, ~, ~~ qf«Hf•Wilcl ~q;)31mT-ft~"i@ 
~";;fl~f1 ~~-q' At.iR-lf&d ~ '9:l'Rm~t: 

(i) Contribution = Sales x PN Ratio 
or C = S x PN Ratio 
(ii) Variable Cost= Sales x (100 -% of PN Ratio) 

(iii) Fixed Cost = (Sales in Rs. x PN Ratio) - Profit 

(iv) Profit= (S~les x PN Ratio) -Fixed Cost 
~-~-"tITTIT ~ ~ qA.iifd➔!?ilcl ffil@ cfiT ~ ~ WJ Jlfcmd' ~ ~"1o t, 

zyn'-q' Ffim ~ ,:ft~~ q;) 100 -q' ~"ERR~ -ffl ffi ~ f cf&1 ~ ~ cfiT ~ ~ ~ 
WJ JITTfffif m t, d~li?{Oll~-<!'R P/V Ratio 20% f -ffl ~ ll'RT ~ fcti" qf<cfd1~ilcl ff' 
~ cn1 1 oo - 20 = 80% ~ ~ <JR ~ ~ ~ fcti" qA.iifd1!?ilt1 ff' ~ cfiT 60% f m 
~-"tITTIT ~ 100--60 = 40% m1 m -q', ~~qi)~~~ -q' ~~~";;fl 

~i: 
PN Ratio = 100 - % of Variable Cost to Sales 

% of Variable Cost to Sales= 100 - % of PN Ratio 



<'IT1@'-lITTIT-'t-ml fae~tcOI / 241 

Slt<ilfaa lfT ~fillll.<M i5l1'QT ~ ,iflf t"g qjfua-, ~ 'Ufw ~ ~-~ -q ~ 
~ "iffi tg ~ 3ffl<Rf ~ -um <bl 3jjq/(~i;ficii ~. ~ ~ ~ * ~ ~ 
'l\S(i:i'{"f t ~ ~ ~ ~ t-~ m ~ -q ~ <bl ~ ~ ~ CfiT ~ 
~ ~ t1 'ffilf-lITTIT ~<bl~~ 3ITTl'ftc@ ~ mt H"1f~furn ~ t' ID'U ~ lit 
"-ill~t: . 

Addi 
. 

1 
S 

1 
. Rs Proposed or Increased Expenditure 

t:tona a es m . = ---------
P/ V Ratio 

111'-~ tJiiif ~ ~ ~ 1'=1'N-lITTIT ~ ~ (Combii)ed PN Ratio for 
Multi-product Firms)-~~~~~ a-lf~ llqiT{ <bl ~all' CfiT ~ ~ l ~ 
~ 'ifi) ~-~ -q;i:f' ~ ,;nor t, ~ "qilf ~ ~,:ft ~all'*~. ~'1-lIDn ~ 
qi@ lnr-11 ~ ~I ~ 'ffilf-lITTIT ~ 'ijffi ffl <bl ~ f.t"1f~fo1t1 t : 

I.~, ~~Cfil~ffl~~t' 31¥JR ~-~~-,:rr,rr~~ 
%"qt~, 

2. ~ ~ cfft ~ cfir ri ~all' cfft ~ ~ t' ~ef >ITTm<f 'ij@ ~I 

3. 3RJ f{, ~ ~ t- ~-lITTIT ~ oYU ~ >ITTm<J cfft 3lmf "q ~~am~ 
JlcfiR ~ 10HChMi ~~~I ~ <lTTT m Combined~ Overall PN Ratio i:fiti<:"114•111 

~-~i:0€{ ~ 
(Break-Even Point) 

~ ~-q ~~"ti\~~ cfft um~ 'Ill ~3ll'cfft ~ ffil@* q{fof{ mm 
t cf( WI-~~~ t, ~~"ti\~ -ir-::r ~ ffi'l ~tam -::r ~ m mm t, 
~ ~'t{. ~<bl ~"qJ;n~"tj\ ~-q1 ~~t am1~mm, WI-~ 
~ ~ f1 ~ ~ ~ (No Profit Point) ,:ft ~ f I ~ ~ "ti\ ~ CfiT <lTTT 
~ *~ ~* offioR ~ t, ~ ~«R ~ ~~mm t m ~ "qffi'l m, 
~ ~ t<R ~ ~ "i:fill' m<ft t m ~-ir m M, ~ ffil@~ aw:m: "ti\ WI-~ 

CfiT ~~~~;;fl Wiliffl t, 
~!iff 'RT11W!iff 3TITT1f~lf'0"81't1T 3flffll~ = ft.?.rf'RT11W -r qll.c1ri-,eftft 'RPra'I 

31'Vll!l1i 
~~~'ffltr~~~lRTIR'1t'fft't(ll"~ft:wfif'qi)lN-~~qfr 
ft:wfif' ~ f I 

lAWI'~ 31¥JR, 11lN-~ftr-s faiq,eftftdi ( ~lITTIT )W~~t-;qT~ 
3TITT1f~!iff ~1RT1R1l, ~~('11"qf '?fir~mrrt,·· 

'Q:JO ~O ~ * ~' '1,'!'-~ ~ ~ <bl ~ lID(l ti f;;m "ti\ 1 ~ ~ t 
. am 1 m Mt "<:"fTT@ am:~ q{fof{ ~ t," 

jo ~o ~~ 31¥JR, '1,'!'-~ ~. liBTT CfiT ~ ~ ~ t f.;m "ti\ 3WJ am 
ffiT@ q{foi{ mm f I" 
~~~t' 31¥JR, ''flfrat~lfT~~flfrat~WlN-~~ 
~ amr '?fir~ lot t sill fin~ oo a:ftr q n.c1J-,eft t1 ffl'TdT ~ 1fmR 1t1" 
~ ~'1f!fl3ll' ~ ~ t f4i, '1,'!'-~ ~ ~ ~ CfiT ~ ~ ~ t ~ 

"ti\ ~ ffiT@ cf~ ~ 3lfTT1'.f q{fof{ ~ t cf~ 'ffilJ 3jefcij m cfft ft:effu -!"ITT ~ t, ~ m-qy ~ 
"i:fill' ~~"ti\ -q;i:f qi) m mm tam~-~~~ 3lf~ ~ ffl "ti\ -q;i:f qi) 'ffilJ 

~ti" 
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Wi - fci :eJ a: ~'&>9 ~~i~ol~ 

(Features of Break-Even Point) 

1. ~ cfil ~ 3,f1Tlf (~) ~ "ffilIB ~~mill t1 
2. ~ ·~1R~~ctt~*mt3'.l~~~mcrrt~~mmt, 
3. ~=WR 'ffiT@ + 9Rdcf•Wih.1 'ffiT@ 3'.l~ ~=WR 'ffiT@i 

~ -fq'f.0c:!. ~ cnT 3mm' 
(Basis of Break-Even Point) 

~-~ 1it'@: ~ ffil@Y (Fixed Costs) ~ qftc1d1llih:1 ffil@Y (Variable Costs) 1R 
3'Tmfto i, ~ ~ ffil@Y <tt -m'aNr ~ ~ i : 
~~ (Fixed Costs)-WR ffil@Y ~ ~'tfS!TlJ ~ ~ ~ i f;A 1:J'{ ~ cfil 'GBIT 

<lil~ -srtlTcl' ,m'~ 3'.l~ ~~-if!~ qft-qr,n ~-~~~,:ft~~~ 
~ t, ~ ~ ~, ~ ~ 'i-lcR cfiT ~ (Rent ofFactory Building), i_;;ft 1R &lfT;jf 

(Interest On Capital),~ cfil ~ (Manager's Salary) 311RI WR ~ ~ ~ -q' ~ 
~ wfcfi' ~ ~'cfil <llTr m WR~ i ~ ~ <tt l1ffi -q' '9ftcRR °M ~ ~¥:f-~ 11fo 
~WR~~ ma~ t, 

qflqff-t:ilnH ~ (Variable Costs)-~ ~ cfil ~ cfil l1ffi ~ ~¥:f m'EIT ~ 
men t, ~ o!i<n' * 11&@: >fi'l!e;l ~. >«'lie;, w:r, >«'lle;l ~ ~ qfo,:1d'1lln1?1 aqftol.l4'. cfi) 
wfiIB fc!;<l'f ~ t, 
~ * ~ ~1 qftc1J1llttci <ffil@1 cfi) elc1 ~ 1R ~ ~ <tt ~,~WR 'ffiT@ ~ 

~mmtm~~~cfi1~-~~·~~t~~-e:wr*~m~ 
'ffi"I m:or t ~ ~ m ~ m, 

aq4'n1<1i (Utility)-~-~ f"'l.:S, ~ 3Wm 1R ~ ~ ~ ~ fs+i<ill/Ol?ldl 
~cfi1f.r<lf.:;@cfi«ffil~-mF@T~~~~~~t1fcfi'<'«?~~'tR~cfi1 
~ cfi"{ ~ t • ~ ~ m :;:i mi ~ ~ ~ ~ ctt fu:lfu * ~ ffi t m ~ 
~¥:fl:r-w:m:J~-~~oct~moit,~-~~~~~~~ 
~~,~t'acAlm'ffi"! 'tft~ ~i, . 

~-Pcli:Uc:!. ~ 1.fil 'tfO"Rl 
(Calculation of Break-Even Point) 

ciO-ii•lfolffi<l ~ cfil ~ ~ ~-~ ~ cfil l'fO'AT ~ cfil ~ -q' 31~ ~ 
-qr,n ~ ~ ~ ~ ~ * <tt ~ ~ t, 3lo: ~-~ ~ GT JlcfiR ~ ~ fcfi'<l1 ~ 
~t: 

(i) ·~ -q' Wf-~ ~ (B.E.P. in Units); 

(ii)~ -q' ~-~ ~ (B.E.P. in Value)! 

~ ~ ~-~ ftr-s (B.E.P. in Units)-~ fcf;- '3,-q-{ ~ ~ 61 °'¥ i fcfi' 
~-~ ~ 1R ~ m ~ ~ moi t ~ ~ m ~ m. 3lo: ~ ~ 1R : 

Sales = Fixed Cost + Variable Cost 

31~ 

Selling Price per Unit x Volume of Sales = Total Fixed Cost+ 
(Variable Costper Unit x Volume) 

or SP. Q = F + VP.Q 



or SP.Q - VP.Q = F 

or Q (SP - VP) = F 
F 

Q= SP-VP 

BE P (. U . )·= Fixed Cost . .. m mts 
Selling Price per Unit- Variable Cost per Unit 

F F 
or or 

SP- VP CP 

~t~"ffl1-~~~-qw4t~M,;ff~t~"S!fu~~~ 
(SP) o~ JJIB ~ qfb:1J11tftt.1 ffilIB (VP) cfil ~ G1 ~ m 31?.JqJ ~ GR'!' cfi1 ~ ~311' 
cfil ~ ~ ~ M ,;ff~ m 3Flr~ ~ -q "ffl1-~ ~ ~ "1'm qi{~, 

~-q:Wf-~~ (B.E.P. in Value)-<m "tJ\ ~ ~ ·~ ~ ~ !1 WITTi. 
m -?i tfq-~ ~ ~ cfi\'11 tr~*' tfq-~ ~ ~ t, ~-~ ~ cfil 
~cfil~"S!fu~~-~~TTT~~m~mtr~·*~-~~· ~ 
~1-tj~-q, 

B.E.P. (in Rs.)= BEP in Units x Selling Price per Unit 

~ ~ cfil ~* ~ ~*~-~ ~ ~ cfi\'11 m ~ m~ tr m-?i 
"ffl1-~ ~ ~ ~ ~ ~ ~ ~a:n'cfil ~-q ~ ~ f.lyR-Jf~t1 -q ~ ~ ~ Wl 
m~~: 

. FxSP = FxS F B.E.P. (m Rs.) = --- ..,, <IT ---
SP- VP S-V P/VRatio 

Where : F = Fixed Cost 

SP = Selling Price Per Unit 

VP= Variable Cost Per Unit 

S = Total Sales in Rs. 

V = Total Variable Cost in Rs. 

PN Ratio= Profit Volume Ratio 

~ ~ ~ (Contribution Percentage)-3f~ 

~-1IT51T ~(Profit-Volume Ratio)~ m 
B.E.P. = Fixed Costs 

Contribution Percentage or P / V Ratio 

When, PN Ratio = Total Sales Revenue - Total Variable Costs x l 00 
Total Sales Revenue 

~-~ ~ i:rit lijl@l ~ Jmfffif ~~Ti-~-~~ qil i:rit lijl@l ~ ~ ~ 
~ * ~ ~ M ~ i, ~ m ~ wr qi'! m M ~ t-

Break-Even Point as a percentage of full capacity (or Capacity B.E.P.) 
= Break-Even Sales Volume x 100 

FuU (or Normal) Capacity Sales Volume 

k E R 
. Break-Even Sales (in ~) x 

100 Brea - ven atto = ------
Actual Sales 
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~~-~~(Combined B.E.P.)-~ it~ ffl WnR cit ~an q;y 

~~ta:@: ~ 1F ~ cit ~ifi ~an~~~~-~~~ cfivlT 

~ f1 -e:m Gffl -q' ~ ~ ~ - lil?ll ~ ~ cfivlT mm t ~ f.lyfc:1f&a wr ~ 
IDU~~-~~~qi1;ffi'lll~i: . 

C b
. dB E p . ,,,. Fixed Expenses for all Products i.e. for whole Business 

om me ... m, =--------------
Overall P / V Ratio 

~-~~~~~(Other Types of B.E.P.)-~ qfufij ~-~ ~ 
C1l'IJ TIA~-~ ~ (Profit-Loss Break-Even Point) ~ f ~ ~ ~-~ 
~ ~ 1 m ~ ~ mm t am 1 ~ mr.r ~ ti ~ ~ ~-~ ~ ~ . 
f-1'-1fc:1f&t1 ~ ~ ~ ,:ft t-

(A) mq' (~)~-~~(Cash Break-Even Point)-~~~ qil ~ 
~llfflf-fflfctim~ilft~JrJm~~-q'~~ ~ 311tm-q'~~ ~ 
~imt,~fcli'~~mffcli'~~cit~~~~~~~~t 
FiRclil~: ~~ '!J1@A~~~f, ~-~I ~fcrcrmr~~ ~ ifi~i° 
~~-'8fl'@~~~qif{Vf<iffltl~~~~~~~~~~~ 

~ ~ ~ f ~ 'SflVT '!J1ffiA cit m<fl ~~~~~cit ,:ft~~ f 
fcli' ~ ~ ~ ~ '!J1ffiA <lft '1!A ~WR~ cfil ~ ~ ~ -rai ~ m ~-~ ~ 
c!<l'T min, lm ~ cit 1lftf ts~~-~~ cit lJ11Rl cit~ t, ~ t fcl;' ~ 
~-~ ~ <lft lJ11Rl ~ ~ ~ llG1' ~ ~ fct;-qy ~ t ~~~mm t, 
~ 1J11RT ~ ~ -61~R-lf&tt ~ q;y m ~ ~ t- · 

C h B E P (U . ) _ Cash fixed Cost + Loan Instalment 
as . . . mts ----------

Contributi<>n Per Unit 
Cash B.E.P. (Rs.)= (Cash fixed Cost+ Loan Instalment)x SP 

Contribution Per Unit 
OR 

( Cash fixed Cost + Loan Instalment) =--------~ 
P/ V Ratio 

(B) ~ ~-~ ~ (Cost ,Break-Even Point)-~ ~ d-d -e;m 
qft~@<1i ~ ~ f ~ G1 ~ 3i'fqqj ~qif<-<1qi ~ <lft ~ ~ m ~ t ~ 
~ ~ "('fJl@ ~ qftc:1a-wilci1 "('fJl@ ftA-f"F'! mcfi f v:m ~ ~· "@if'-11 ~ ~ ~ t fcli' 
'3<@~ ~ ~ fq;lf ~ q;) ~ ~, ~ ~ qiT ~ Jllt<f ffl ~ ~ ~ ~ ~ 
qil~~~f.r'TTfuffcticrr~tf-im~~~qilt1l'IJ~mm1~~cit"lfO"AT 
f.lyfc:1f&tt ~ cit ~ ~ ~m1t11t.:f.., cit \ill ~ t-

Sales level at which Profit of both the alternatives will be equal 
Difference in Fixed Cost = 

Difference in VC per Unit 

~W[~IDUf.Jmftr~~~~cit~~fct;mq~q;)~ 
\ill~ fl ~ ~ ~ ~ ~ cfil <:!H•<lfqq, ~ ~ f.r'TTfuf ~ ~ ~~cit 
~ t m ~ ~ q;) ~ ~ ~ ~ ~ qftqJ1~ilci1 "('ffl@ cfilf m, ~ fcr<rtm 
~ ~ ~ ~ ~ ~ Rmfur ~ it cfilf ~ cit {-l'-"llcl11 ~ m ~ ~ cfil ~ 
~ ~ WR "('fJl@ <filf• m, 



(iv)~-~ 
(Margin of Safety or M.S.) 

~fit f<ii ~-~ ~ ~ 1 m ~ wq mor t am 1 m ~ l1R mm t, a:rn: 
~-~~~~~~31~~-~~~Cll~fqcfif.rs:f,'t31f'~~~t)~ 

~~W~"q,1Wf@J1RPqfflf1~-qftc41~fqcfif~~-~~~~31m 

~ ~ qft WI@~ t) ~ll;lo fl ~I 31n: Cll~fq<fi ~ q;f ~-~ ~ ~ 
~~ m 'w~-mirr' ~ t, 

~it'. tfm ~ ~ ··~'lfl qi~~.., ~qjf~-~~'imTT~ 

~~-~cfi(H=tHil t," 
~ Cll~Fc.cfi r~ -q' qlq ~ ~ ~ w~-~ qt qlq ~I ~-~ ~ qft 

tjmyw qt ~o~ ~-q'~ M ",jj'J ~ t, Wf ~ JlcliR l: 
Margin of Safety (in Units)= Actual Sales in Units - B.E.P. Sales in Units 

Margin of Safety (in~= Actual Sales inf - B.E.P. inf 

W~-~ qft lfO'AT Wll-lITTfl' ~ (PN Ratio) ~ 31J'EIR ~ qt <tt ",jj'J ~ f1 ~ 
Wffu -q' WI ~ JlcliR m : 

. · Profit 
Margin of Safety= ---x 100 

Pl V Ratio 

w~-~<ttlfO'AT~~'Sl@ffif~~-q' qt",jj'J~t, ~tf?i~JlcliRt: 

M.S. Ratio = Margin of Safety x 100 
Acutal Sales 

~-min qjf ~ (Importance of Margin of Safety)-W6.U-~ q;r ~ ~ 
JlcliR t-

(1) w~-~ q;r ~ ~ 'Sl@ffif &1,:m14l Cf,1 ~ "if@ <tt ~ ~ cfi«fT t f<ii ~ 
Sl@f4./a ~ 31f'~-~-31f'~ ~ 'SITTmo ~ ~ ~ 'ti 

(2) ~ fcfi'm ~ qft W~-~ qlq t 31aj-q_ c4H-<tf<4<fi ~ ffi'q7J ~-~ ~ 
~ i:im t m cxjq(-n4l ~ ~ m ~ ~ f<ii <n1fl-q1 c41~fc1<fi ~ ~-~ ~ ~ qiq' 

m ~ t ~ ~ q;) wq ~ ~ ~ l1R m ~ t, ~ Wffu -q f.ti:.if1:1R!Jc1 ~ ~ 
w~-~-q:wmfcf;-ln,jJJWfimt: 

(i) ~ mr@l'-q' q;ift ~; (ii) nfqA.r.::ibl~d-lrai'ltfl""'~ mr@l'-q' q;ift qj'vfl; (iii) ~ ~ ~ 

~ ·"'1 Gffi 'q' ~ "tf ~ qj'vfl; {iv) ~ ~ it ~ qj'vfll 

(3) w~-'W{f cfil 31f'~ m ~ <tt ~ Wffu q;) wg cfi«TT t ~ ~ ~ <tt 
lITTfl' -q' ~ clilfl 31T ~ m qt ~ wq ~ ffl qft Wffu -q' m wn, 

~-Pcl'W~ fcl~c-lti11Ui ~w:mr 
J]ses or A lications of Break Even Anal sis 

~-~ fc.:t(ilqU( ~ ~ ~ <Xllc:lijlf4cfi ~ * m1ll cfi1 "(i~ ffi ~ cfi«TT 

t1 ~ ~ -q ~ lm am ~ail'* e);n cfiT Slcfilltl'lc~ ~ ~ ~-~ ~ ~ ~ 
cfiT qt "Sl'<fim -q' ('f@l t ~ ~ qft ~,qsi~ctl q ~ m ~ f1 mlq_ ~ ~ 
oZMIR.cfi ;;ficr,:f q,1 ~ f1 ~-~ fcl:tclqU( ID'U JfiF'.I' * ~ <Xllc:lijlf<l<fi ~ ~ 
eUJ1fc1a ~~ (~-~ ffil@ ~ ~-q~) ~<tt~fi <tt ~ 
"<fivll ~ mm t, ~ rc1:t8qa1 ~ ~ Sldl-flctiltt m ~ JlcliR ~-
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(1) fcmr-rftrn;q-lIT:ill'3TT·trn•rN'i:fitllUAT (Calculation of Profit For Different Sales 
Volumes)-~ fcrn>ir ml -q 'B qfo,~d-11<lli.1 3TI1: ft:m: 'ffi1@1 ~ ~ 1l{ ·wq cfil lITTTI ~ <l>1 

~t, ~~* . 
(i) Pt. = Sales - (V + F) 

(ii) Pt. = Total Contribution - Fixed Cost 

Or Pt. = S (I - VIP) - F 
Or . Pt. = S (I - V /S) - F 

Or Pt.= S (PN Ratio)- F 

(iii) Pt. = Sales Units (P - V) - F 
(2) ~~'?fil'VJ1<fmtg'criftffl~cfiT ~t1ho1 (Determination of'Required 

Sales to Obtain the Desired Profit)-'5JRP1l·-q~ oll<'H-lllil ~ ~ t fcfi <l'R ~ '8l'l or m 
mmf.f -i:ft~~, ~ mt-mt a:JR~qqf-q'~'8J'll~~f.rmftfmt~~'R~<l>1 
mfu ~ ~ ~ ~ WlR "TT ,m t1 31a: cfi"TT-cfi"TT ~ ffi'll ~ 'R~ ~ ~ ~ t ~ 
ffi'll Cli1 ~ ~ ~ ~ cfi8 ~ ~ fcflo;fi ~'-illi4o ~ ~ m-rft, ~ ~ ~ t1 ~~ 
~ wi mm i ,m ~-~ ~ ~ t ~~~~~mi f<fi O'f ~ * 
ft:m: ~ ~ ~~ ~ '8l'll Cl,1 ~ ~ ~ ~ ~ t, m)tf-q:, ~ .'RT'll ~ JfT1<f m tu 
q1fuq fcrsf,q ~ ~ m ~ fuQ. f.li::if('!f©a ~ ~ m ~ ";jfJ Wfior t : 

Required sales in Units to earn a Profit of~ ... 
Fixed Cost + Desired Profit F + P =------------- or --

Selling Price per Unit- Variable Cost per Unit SP- VP 

Required Sales in t to earn a Profit of~ .. . 
= (F + P) x SP ~ (F + P) x S ~ F + P · 

SP- VP S- V P/V Ratio 

<l'R ~ fcrsf,q ~ JITTmd ~ ~ * JfT1<f ~mm fcrn>ir q,1 x 'tfmi"{, ~ Jlfcma' fcrsf,q 

'CJ\ 'RN JfT1<f ~ m ~ x * :rm ~Jfl1<f ~~'RN mt m ~'RP@*~ 
411-it•lfiiiul<-131Tlffi 'CJ\x~ l{R ~qi'{~ t, lf~ *· -q;m Gffl ~- f.lyf('!f©a wr ~ ffl ffl: 

R • ed Sal ( ) Fixed Cost +[x % of Profit on Sales] 
eqwr es x = _ __ ___;;.P_I V-Ra-t-io-- ---= 

~ffl'l~1R~~~~VJ1<f cfim'gt'~Jrftr'~~ '{(w(f n?.n'Jrftr' 
l<fil"$ qftilff¾~ftH ~Wff ~-~ ~-q' ~ '51@ ~ fcrn>ir ~-q' ~ ~ ~ ~ 
~ :IUJT cfi\ ~ ~ '51@ ~~"RN~ m ~ ~ H'-i!f('1f&a ~ ~ m <R7t : 
Required Sales in Units to earn a Profit of ... % on~- ... Selling price per Unit 

Fixed Cost =------- --------------
Selling Price per Unit- (Variable Cost Per Unit+ Desired Profit per Unit) 

Desired Profit per Unit= Selling Price per Unit x % of Profit on Sales. 

ftraft <f:t' ff~ 'Q't~~cfim-cfi"TT-cfi"TT f.rsn1 ~ ~ ~ t ~ ~ 'CJ\ ~ 'RN 
mm, ~ ~ ",ijl'ffi t ~ ~ m ~ ~ f.1YR-tf&a ~ ~ m ~ ~ t :. 

(A) <l'R f.rsn1 ~ -q' ~ ~ t m-
Profit = (Sales in Units x Contribution per Unit) - Fixed Cost 

(b) <l'R f.rsn1 ~ * GT ~ t m-
Profit = (Sales in~ x PN Ratio) - Fixed Cost 
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~~~~1f{WRffilffi~m~f.1i.iR1f@ammM~~t: 
Fixed Cost= (Sales int x PN Ratio)- Profit 

fcm"f-~ "SITT~ G1 31Wl-'31Wl 3=Jclf~ cfil ~ o~ t1'N -31~ ~ ffilffi ~ 
~ ~ ~ m, cm 1R WR~ (Fixed Cost)~ ffi'i{-11T3ff ~ (PN Ratio) ~ ~ 
q;{' ~m"SITT*~~cfi"8~~~~1Fffm~~-~ fcm-tt:101-q~-zyn~ 
f..RT~'4t~~M~~t1 

(3)~~Wf-~~~~ 'Slfff~~~cJil-l'flJAT (Calculation 
of Selling Price Per Unit for a Particular Break-Even Point) 

A C 
'b . . Fixed Cost 

s, ontn ution per umt = --------
Break- Even Point (in units) 

and Selling Price per unit= Contribution per unit+ Variable Cost per unit 
F 

Hence, Pn = ----+ V 
Desired B. E. P 

( 4) !,I~ I~ ri ciQ'llT qj)" 1iU cfi'R ~ ~ 31 I cl ¥ll r.fi ~ -'tfm qfr l'flJAT ( Calculation of 
sales volume required to meet proposed fixed expenditure)-~~~~ -q ~ 
'ffl~~cfil~~~®t1v;m~-q~.cx:rn~~~~~1Ff 
~ ~ ~~ ~ ~ ~~ ~~-q~ cfil '{{l m ~ ~ ~-11T3!1 
-q ~ ~ ~ t, ~-~ fq~clt:101 ~ ~ ~ ffi -q -w:ref t, ~ ~ -q_ 

deli . IV I . d ( ' . ) Proposed Expenditure A tiona o ume Reqmre m umts = ---------
P- V or Contribution per unit 

Add .. IV I R . d( ' Rs) P.E. P. E. P.E. 1t1ona o ume equire m . == -- or -- or ---
1- V / P 1- V / S P / V Ratio 

(5) ~-mir!''i'.fi1 Pfl!lhu, (Determination of Margin of Safety)-~-~ fq~{-lt:101 
~ qil wim--w:n ~ aicf; '4t ~ ~ t, wim-m ~ cfil ~ cfil -qrq m-ar t, ~ 
~ am: -w:r-~ ~"CR~~ cfil ~ wim--w:n ~ t, ~ ~ -q

(i) Margin of Safety (Or M.S.) = Total Sales - B.E. Sales 

(") M . fS c: Pr fi Contribution u argm o a1ety = o 1t + ----
Sales 

or Profit or Profit Percentage x 100 
P/V Ratio P/V Ratio 

(6) ft.mitf ~ <fl1 qjift- 'qif 1iU ~ ~ ~ -3114¥llr.fi ~ 'tfm qfr l'flJAT 
(Calculation of sales volume required to offset price reduction)-~ ~ WW ~ ~ 
~ 3llcft t ~ ~ -q q;itffi cfil ~ ~-;,m1 fcrsfi'li ~ -q cfim ffl ~ 'SiIB ~ ~ .ic: 

,jj'@l t, 3icf: ~ * ffi1l1 qil cffill'R ~ 1R ~ m ~ m ~ ~ m ,jj'@l t ~ ~ 
lITTlT ~-~ cfil ~I ~ 3RI' o1@' m ~ t o1 ~-~ fqltcltl □ I &RT~ lITTlT cfil ~ 
aicf; ~ M ~ ~ t m 1R ~ ffi'TI ~ c«fq'R ~ <fi1 ~ TisJ ~ ti ~ aTJ'q"q 
am:~~~ "CR ~~~f.TTt-<@q,{~t~~~"CR ~~~ 
t ~ -;:im·1 ~ ~ lITTlT cfi1 ~ ffl ~ fuq R"1 ~ <film M -ifT ~ t-
. (1) In Units: Q = F+ Pt. where, On= New Sales Quantity 

n p -V 
n 

and P n = New Selling Price 
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(2) In ~ : S = F + Pt. where, Sn= New Volwne of Sales 
n 1-V/Pn 

~ ~ ~ ~ ,:ft "ijIB M ~ ~ t fcfi ~ ~ cfft GW °G' f~sfi•PIDll °G' fcnff;fi qjlft 
'Q\ "ffi1TI' qi'(~ «f{ ffl ~~~ti 

(7) ftmitr ~ qft <liift w ~ ~ 'Gi ft;ft) flnfilr-'lmrT ~ ~ ~ c5t ~ 
(Calculation of percentage increase in sales volwne to offset price reductions)-t!lf-~ 

fql(clqUI ~ ~ -q qjlft cfi1 ~ ffl * ft;f-q ~-imll ~ ~ ~ cfil ~ ,ft "ij@ M 
~Wtiol"tt 

(i) Percentage increase in sales volwne (in units) 
= Decrease in per unit contribution x 

100 
New per unit contribution 

(ii) Percentage increase in sales volume (in value) 

= (Old contribution xNew Sales Value]- Old Sales Value 
New Contributiion 

(8 J q Ftcnf-t¥ft H afu-oo~'Gi q fl Cl tf., 'Gi lf'W.l'W ~~ 'Gi ~ ~1'T;rf 'QT 

~~~ qflcctf-t (Change in sales volwne or selling price to offset the impact of change 

in variable costs and fixed costs)-~ "G' ~ cfft ffl ~ ~ ~ JITTfiil'l °G' 
~~ <fft ~3fl'cfi'I ~ ffl 'Q\ ~~at< qr«,,ra-wn(1 oqm-q ~ 31l ;if@l ti "(1fl@l 

* ~ ~ ~ Jf'TTq cfi1 ~ ffl ~ ~ &'f-«f{ cfi1 ffl ~ ~ ft;f-q ~ ~ ~ 
~-ll'BIT -q ~ qiBJ m1 ~ Wffu -q ~~~a:{~~ ~-ll'BIT cfft lfO'RT "q 
~-~ fql(clqOI clft~~~~t1 ~ft;f-qf.i.;{~qilfflM~-

(A) ~ qflc4tf-,~ft("i ffi1m"q qf<c1tf=t CT--m, ~ cfft m-qr (Contribution Margin) 

-q ~ 31T ;if@l f1 a:fo: ~ ~ ~ "f(f{ 'Q\ ffl~ * ft;f-q ~ lITTIT ~ ~ ~ 
-q -qft-qt-J qiBJ m1 ~ lfO'RT ~ ft;f-q f.li:.ir~r&tt ~ qi'( m ~ ;if@l t-

F + Pt. 
(i) New Sales Quantity (or Qn) = --

. P-V
0 

(ii) New Selling Price (or Pn) = P + (V0 -V) 

(B) ~ft:v«'ffl'fflf-q qftc1tf=t 11'-~ ~-~ ~ ~ &'J cfft "Um -q -qft-qt-J 
31T ~ fr -3@: ~ cfi1 ~ "f(f{ 'Q\ ffl ~ ~ ft;f-q ~ lITTIT <fl~ ~ -q ~ 
'cfiRl"ITT11tl 

~ lfO'RT ~ ~ f.li:.ir~r&tt ~ qi'( m ~ ~ t-
F - F F+Pt. 

(i) New Sales Quantity (or Qn) = Q-n- or _n __ 
P-V P-V 

F -F 
(ii) Now Selling Price (or Pn) = P + n -

. Q 

(C) ~001:4 qflc1tf=t¥ftH ~~-q qflc4tf., 11'-~ Wffu-q ~ "ffi1TI' cfi1 ffl 
~ cfft lfO'RT * ft;f-q ACil~f<9<l ~ qi'( m ~ ;if@l t-

F + Pt. 
(i) New Sales Quantity (or Qn) = ~n __ 

P-Vn 
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(.. . (Fn -FJ 11) New Selling Price (or Pn) = P + -
0

- + (V0 - V) 

(9) 'ffl\l ~ ~ QR4d-t ~ JrJITTf efif 1:IN cfwrr'(Measuring the effect of change in 
profit factors)--w:r-~ fcif~(')1401 ~ "ffili cfiRcfil' -q ~ (~-~ -q ~. 
qf<qJ1~il(1 'ff~ W!R ffiT@\" ~ ~. ~-~ ~ ffil'@\"-q ~ mYi ~ . ~ cfil lITTfT 
-q ~ ~ ~ fi:I'~ -q° ~). tfiT fflll-lITTfl ~, ~ m91, ~-~ ~ ~ 
wan-m91 i:n: m ~ ~ q;) -qrqr >i1T ~ t, . 

(10) t'1T1ra ~-~ ~ ~ ~ (Determinin!cfi~~s~ B~~~-Even Point~-
olllcl6111cfi , ~ -q' 'cfil iifR ~ qf<ffll4@ 3lT lf<mfi f ~ ~ ~ ~ f<t'~ -q° 
fstilll~TI(1\'II ~ fcf;'m ~~'Cf{'¥' 'ffi7@ iRlif{ ~. lfflfq ~ ~ ffi'l@ ~>I@~ 

qf<act1~(1 ffi'l@ ~ f'IF'f m1 ~ qftfft1fd -q 1'ilf ~ cfil ~ -q ~ t ~ ~ «R 
~ ~ ~ cf;"r{ ~ 3'.lf'~ ~ cfil ~-q' ~ 3'.lf'(fef, ffi'lC:::lllcfi ~ ~ ~ tfiT 

~ 3'm'R'6l-fflmfl 3ffl: ~~t-~~-st<fiTT:t-~clil ~ ~ 'let-q'{af mmft 
~ ~ q;) 'ffi7ffl-w:r-:~ ~ ~ f ,1 ~ ~ ~ t-~ f.rf;J ~ tfiT ffl ~ >i1J ~ 
t-

. F-F . 
Cost B.E.P. or B.E.P. of more expensive altemativ.e = __ I 

V1-V 

When, F = Fixed Costs of more expensive alternative 
F 1 = Fixed Cost of less expensive alternative 
V1 = Variable Costs of alternative having lesser fixed costs. 
V = Variable costs of alternative having higher fixed costs. 

ffil@ -w:r-~ ~ t-~ ~ ZCfi -q;.f ~ ~ ~ an'~~~~ 
~ tfiT ~ 'cfi'{ lf<mft i1 ~ ~ ~ ~~ ~ ~ t-~an'~~ oll<f cffffl 
~ <.'llllC:::lllcfi ~~~fr~~~ cfil'.f ~ ~ ~ cf>1 ~ -q° 'fill' 
W!Roll<f~~tfil~fcfi'm~,~~~~~fcn~°gfc@tfilffl"3'-m 
~ -q ~ · -ffl(TI i ~- . 

(i) ~ t-W!R oll<f ~" m, 
(ii) an'~~ oll<f q@ ~ cfil qrtc1a1,a(1 '(1'JT@ 'fill' f f\1<c11#1 r~ cfil qftc1J-t@(1 

ffl1@ ~ cfil'.f ~. ·3Flffl fcn#t1101 cfil d,jfql(llcfidl lt ~ M1 
:(11) 1ATV~llilf~ (Make or Buy Decision)-ri-ri ~ t-~ 1'f JITT 

3lTdT t fcn 3N-it 1'ilf t-~ -q ffl ~ >i1T ~ ~ Fffl'{ ~ ~ 1{JlT cfiT Rtfl1J1 ffl ~ 
~ ~~ ~ iff3lR ~Rici~ ~11'ilf t-~ t- Rtfl111 ~ wiR ~ qf<c1d1~fi(1 ~-q ,f.G 
M1 ~-~ ~ cfil ~ ~ <ffl' «R ~ ~ >i1l ~ t f.m i:n: ~ tfiT m 
Rtfl1J1 ~ mi ., 

(12) 3lj¥Mdq ftmilr-ftr~ffiT f.lQf<o1 (Determining the optimum sales mix)-~ 
~ ~ '5fcfiR ctt ~a:n' cfiT ~ cfiB ql'ffi-~a:if-q ~ cfiT ~ ~ ~ ~-f4JJl"O'T 
'cfiT ~ cfivfl mm t f.m i:n: ~ t- "ffili ~ m1 ~ -w:r-~ M:t#t .. 01 ~ 
~ mm f1 ~ 'Wl<l' -q ~ ~ t- re t-~ ~~{Linear Programming) 
cfil ~ cfiT ffl ~ >i1l ffl f I 

(13) ~• qflt.h'f=t qrf.roftr (Deciding on change in capacity)-~~ t-~ 
~~mif<n~<tt~~"IT1Tqil~cfiB*~~8:ll@l*fcR:dR~~'lll 
,mi ~ 'ffi ~ t fcn 8:1l@l fc:ffiITT: ~ ~ qft '(1'11l-(-li.ill6qdl (Profit Potentiali~) ~ ~ f 
~ ~ ,tt oo i fcn ~ ~ t-wiR cirq ,tt ~ -;;rra f f;;fm)-w:r-~ ~ ~ 11 -iflffl 
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i1m~m~~cf>11!_ffl ~ ~ ~cfiR1l'T oITTITT: -q'~~~ qf'Eg si!@Tfl ~ 
31@Rc@ ~ ~ ~ Ef> ~ ~ ~ ~ -q' ~ ~ lWT qr m ~1 am: ~ 
lIT'@ ~ ~ ~ -~ ~ ~qi)~ cf>1 ~ail' cf,1 ~~ ~ ~ cfi8t ~I ~ 
~~qilf.!9"'q'Rqfffl'~~~~-

(i) 31@Rc@ fi¥R ~. 
(ii)~ -q' ~ ~ ~ ~ -q' ~1-\flfqd FR"Tq'l 

(iii)~~~ cf>11Wl cf>1 ~. am 
(iv) Wlffl-mtlf -q' fimcR I 

"'"I 1_MP_o_R_1'_1 AN--T ... s"'"o"'"L_VE_D_I_L_L_u_s_TRA ___ T_1_o_N__,s I 

I Contributions I 
Illustration 1 : H'-twtf&d . ~ ~ ~ 3fflGR ~'SI@~ ~ cf>1 l'J"O'Rl ~

From the following information calculate total contribution and per unit contribution. 
~ (Sales) ~ 1,00,000 qfo~tf•nft~ fflTTd' (Variable Cost)~ 60,000 ~ ~ ~ 

(Units sold) 10,000 (Units). 
Solution : Contribution= Sales Variable Cost 

= ~ 1,00,000- f 60,000.= f 40,000 
Contribution per unit= Sales per unit- Variable Cost per unit 

=fl0-f6=f4 
Sales per unit= f 1,00,000/10,000 Units=·~ I 0 
Variable Cost per unit= f 60,000/10,000 Units= f 6 
Illustration 2. f.t'-tf(?lf&d ~ail'~ 3fflGR cf>11J11RT ~
Find out the Contribution from the following information : 

Total Sale 

Material 

Labour 

Direct Expenses 

Solution: Contribution= Sales - Variable Cost 

' 12,000 

6,000 

3,500 

500 

= f 12,000 - (f 6,000 + f 3,500 + f 500) 

= f 12,000- f 10,000 

Contribution = f 2,000 

Illustration 3 : H'-lwtf&d ~ lt ~ cf>1 1JURI ~ : 
Calculate Contribution from the following data : 
(a) Sales f 1,50,000; PN Ratio= 40% 

(b) Fixed Cost f 40,000, Profit f 30,000 

(c) Fixed Cost f 50,000, ,Loss f 20,000 
Solution: 
(a) Contribution= Sales x PN ratio 

= ) 50 000 X ~ ~ f 60 000 
' ' 100 ' 



(b) Contribution= Fixed cost+ Profit 

= t 40,000 + f 30,000 = f 70,000 

(c) Contribution= Fixed Cost- Loss 

= f 50,000 - f 20,000 = f 30,000 

I Profit-Volume Ratio I 
Illustration 4: ~ ~ ~ cfiT ~ cfi"8 cfTffi ~ i:fi1lfft ~ f 15 'S1fu ~ cfi1 ~ 

~~fr~ cfi1 mil'Rf ~ t 9 'S1ftJ ~ am WR "ffiT@ t 600 Jlfu cf'ff t, ~ -lITTfl 

~ q,l l'fO'RT ~, 

A Company producing a single article sells it at f 15 each. The marginal cost of 
production is f 9 each and fixed cost is f 600 per annum. Calculate the PN Ratio. 

Solution: Selling Price per unit (SP)= f 15 

Variable Cost (Marginal Cost) per unit (VC) = f 9 

Fixed cost (F) = f 600 
SP-VC 15-9 · 

PN ratio= ---x 100= --x 100= 40% 
SP 15 

Illustration S: H'-1f~f&<I ~ ~ ~-lITTfl ~ q,l l'fO'RT ~

From the following information Calculate profit-volume Ratio : 

~ (Sales) f 2,50,000 

qflqd1~He1 "ffiT@ (Variable Costs) f 1,00,000 

~ "ffiT@ (Fixed Cost) f 50,000 

Solution : PN Ratio Sales - V ariaole Cost x I 00 
Sales 

= f 2,50,000- f l,00,000 x IOO= 60% 
f 2,50,000 . 

Illustration 6: A'-1R1f&a ~ ~-1:ITTIT 3fJ1ffi1 cfi1 l'fO'RT ~ 

Calculate Profit - Volume Ratio from the following : 

(a) Sales f 1,00,000, Fixed Cost f 30,000, Profit f 20,000. 

(b )Selling Price per unit f 10, Variable Cost per units f 7. 

( c) Variable Cost 60%. 
. Fixed Cost + Profit · 

Solution : (a) PN rano = ------x I 00 
Sales 

= f 30,000+ f 20,000 X } OO . 
f 1,00,000 

= t 50,000 X I 00 = 50% 
fl,00,000 

(b) PN . SP-VC lOO ratio::;:---X 
SP 

PN ratio= f lO-t 7 x 100= 30% 
flO 
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(c) PN. 'Ratio= 1- Variable Cost Ratio 
60 40 0 

= l--=-=401/o 
100 100 

Illustration 7: Ri--Jf("!fo:Ht ~ ~ "C!ftuTri:n' ~ ffi'q-lTT51f ~ cf>1 lfO'Al ~

Calculate the ProfitNolwne Ratio from the following results: 
Year Sales Profit 

2017-18 ~ 6,00,000 00,000 
2018-19 ~ 7 ,50,000 ~ 85,000 

S I • PN . . Change in Profit l OO o ution : ratio= -----x 
Change in Sales 

= 85,000- 70,000 x l OO 
7,50,000- 6,00,000 

PN ratio= l 5,000 x 100= 10% 
1,50,000 

Illustration 8 : qi'llfft t' ~ ~ Ri--Jf("!f©a ~ ~ ~-
The following information has been extracted from the records of a company : 

Profit ? 15,000 

Margin of Safety ? 75,000 

ffi'q-lITTfi ~ q,l lfO'Al ~, 

Find out the ProfitNolume Ratio: 
Profit 

Solution : PN ratio=------ x 100 
Margin of Safety 

PN ratio = I 5,000 x l 00 = 20% 
75,000 

Illustration 9 : f1i--Jf("!flS!a ~ ~ ffi'q-lITTfi ~ cf>1 lfO'Al ~-

.. Calculate PN. Ratio from the following data : 
Year Sales 

00 ~ 

(b) 

(c) 

20 18 

2019 

2018 

2019 

2018 

2019 

Year 

· Year 

1,00,000 

2,00,000 

Sales 

' 1,00,000 

2,00,000 

Sales 

' 1,00,000 

2,00,000 

• · . Change in Profit 
Solution: (a) PN Rabo = . · x 100 

· Change m Sales 

Profit 

' 30,000 

70,000 

Profit(+) or Loss(-) 

' (-) 10,000 

(+) 20,000 

Cost 

' 70,000 

1,20,00-0 

http:f.!!4.,.Oj
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= 70,000- 30,000 x I OO = 40,000 X I OO = 40% 
2,00,000- 1,00,000 1,00,000 

(b) PN Ratio= 20,000-(-10,000) X 100= 30,000 X 100= 30% 
2,00,000-1,00,000 1,00,000 

(c) ~ * f.rsnl ~ "ffi1'Rf ~ 1TlTT t ~ ~ * "B ffiTffi cRJcf,{ ffi'l'.f ~ ~ ~ ~ 
2018 * i 30,000 ~ ~ 2019 * i 80,000 m1 

PN Ratio= 80,000- 30,000 x 100 = 50,000 x I 00 = 50% 
2,00,000-1,00,000 1,00,000 

Illustration 10 : ~ iµf ~. ~ ci~ its cTT1 ~ cfiT ~ ~ fcrn;-q ~ ti 
f➔YfcflIBtct ~ "B -q;-q ~ ~ ~ ffi'l'.f-"J:lT5IT ~ cfil 1'fCIRT ~-

A firm produces and sells three products X, Y and Z. Calculate the overall PN Ratio · 

for firm from the following data : 
Products Non. of Units Sold Selling Price per Unit · Variable Cost per Unit 

~ t 
X 2,000 100 60 

Y l,000 120 90 

Z 1,600 50 25 

WR ffi1IB i 60,000 >lfu'cftf (Fixed Cost are i 60,000 per year). 

Solution : (a) Calculation of Individual PN Ratio for each Product: 

PN Ratio = SP -VP x JOO 
SP 

x = 100- 60 x 100= 40%· r = 
120

-
90 

x IOO= 25%; Z= 5o·- 25 
x 100= 50% 

JOO ' 120 50 

(b) Calculation of% of Sales to Total Sales : 

Product Units Rate 

~ 

X 2,000 100 

y 1,000 120 

z 1,600 50 

(c) Computation of Overall l>N Ratio: 
Product P/V Ratio % Sales 

X 
y 

z 

(l) 

40% 

25% 

50% 

(2) 

50% 

30% 

20% 

Sales % of Total Sales 

t 
2,00,000 50% 

l,20,000 30% 

80,000 20% 

4,00,000 

Overall P/V Ratio 

(l) x (2) 

40%x50% 

25%x30% 

50%x20% 

=20% 

=7.5% 

= 10% 

Overall PN Ratio =37.5% , 

~ f fcfi" ~ <lT ~ <JJ ~ ffi'll-"J:lT5IT ~ 37.5% ti 
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Illustration 11 : f.i1-•{~f&ct ~ "Btl-~ ~ CfIT lJURl ~

Ascertain the Break-Even Point from the following : 

Selling Price t IO per unit 

Variable Cost t 6 per unit 

Fixed Cost f 10,000 

Units Produced 4,000 units 

Solution: B.E.P. (In Units)= FC 
SP-VC 

BE P (I U . ) 10,000 10,000 2500 U . . . . n ruts = - -=--= , mts 
10-6 4 · 

FC 
B.E.P. (Inf) =---xSP 

(SP-VC) 

_ 10,000 IO- 10,000 IO ---x ---x 
(10-6) 4 

B.E.P. (In f) = t 25,000 

Illustratien 12: M ~~~-~~CfIT lTUAT ~

Calculate B.E.P. from the following information : 

(a) Sales t l,00,000, Variable Cost t 50,000, Profit f 20,000. 

(b) Fixed Cost f 40,000, PN Ratio 20% 

Solution: (a) Given: S = t 1,00,000, V = f 50,000, Profit= t 20,000 

Calculation : 
Fixed Cost= Sales - (Variable Cost+ Profit) 

= 1,00,000- ( 50,000+ 20,000) = f 30,000 

Contribution= S - V = l,00,000- 50,000 = t 50,000 

B.E.P. (?) = FC x S = 30,000x 1,00,000 = t 60 OOO 
C 50,000 ' 

(b) B.E.P. (?)=Fixed Cost 
P/ V Ratio 

= 40,000x I 00 t 2,00 OOO 
20 ' 

Illustration 13 : ~~CfIT >I@~~ q;y ~ 10,000 ~ * q;y.f ~ 
"t!\RJ;J'Jlcmt-

Break down of Cost per unit at an activity level of I 0,000 units of Sharma Limited is 
as follows : 

Raw Materials 
Direct Wages 
Direct Expenses . 
Variable Overheads 

t 
10 

8 
2 , 

4 



Fixed Overheads 

Total Cost Per Unit 

Selling Price 

<-l'T1To-'IITTIT-m,:f l'li~(Ylqui / 255 

6 

Profit Per Unit 

WI-~~~~~~~? 
How many units must be s1Jld to Break-Even ? 
Solution: 

Raw Materials 

Direct Wages 

Direct Expenses 
Variable Ovemeads 

, Variable Cost per unit 

Fixed Costs= 10,000x 6= f 60,000 
Contribution (C) = S - V = 32- 24 = f 8 per unit 

B ak E P . (. . ) F 60,000 7 500 . . 
re ven omt m uruts = ----= --= , uruts 

: C (Per Unit) 8 

30 

32 
2 

' IO 

8 

2 
4 

24 

lllustration 'l4: ~ ~ ~ f.Fi ~ 'B WI-~~~~

From the following particulars of a company, calculate the Break-Event Point. 

Sales 

Variable Costs 

Profit 

Solution : Computation of Fixed Cost: 

Sales 

Less Profit 

Total Cost 

Less Variable Cost 

- Fixed Cost 

Contribution (C) = S - VC 

= 1,00,000- 60,000 = f 40,000 

Break-Even Point in f = F x S = 30,000 x 1,00,()00 = t 75,000 
C 40,000 - · 

Illustration 15: ~ fcrcRun''B WI-~~ <f,l lJURT ~

From the following particullll'S calculate Break Even Point-

11fir. ~~~(Per unit selling price) 

11fir ~ qf<qtf,wH~ 'ffi1@ (Per unit variable cost) 

~ ffl1@ (Fixed costs) 

' 1,00,000 

60,000 

10,000 

' 1,00,000 

10,000 · 

90,000 

60,000 

30,000 

' 20 
15 

54,000 
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1ffif ~ ~ ~ cf<l'l m, ~ Wf-~ ~ cfi1 cfil{ ~ 6,000 ~ cfqi ~ 
\J{l<fl~? 

What would be the selling price per unit, if the break-even units are brought down to 
6,000 units? 

Solution : BEP (in units)= F or _f._ 
C S-V 

= 54,000 or 54,000 = lO,SOO units-
20- l 5 5 

Selling price when BEP units are 6,000. Other information are as it is. 

Putting the values in the above equation, we get 

BEP (in units)=_!._ 
S-V 

In this equation, everything except S is known, Hence, 
54 000 

6,000= -' - say, 6,000 (S -15) = 54,000 
S-15 · 

6,000 S -90,000= 54,000or 6,000S = 54,000+ 90,000 

S = l,44,000, say, t 24.00 
6,000 

Illustration 16: ~ ~ cpf ~ 'Y' ~ @o ~ f1i..rf<:'lforn ~ ~ cfil ~ ~_:_ 
The following informations are obtained from ' Y' Co. Ltd. in a certain year : 

~ (Sales) 
qf<d1~ih.1 ffil1o (Variable Cost) 

WlR ~ (Fixed Cost) 

~-l'.{1"5f! 3ljq@ (fYfl ~-~ ~ cfil 7JURT ~I 

Find the PN Ratio and Break-Even Point. 

( ~) 

1,00,000 

60,000 

30,000 · 

Solution: Given: Sales (S )= ~ 1,00,000, Variable Cost (V) = ~ 60,000, Fixed Cost 
(F) = f.30,000. . 

(i) PN Ratio= S-V x 100= ~ l,OO,OOO-~ 60,000 x 100= 40% 
S ~ 1,00,000 

(ii) Break-Even Point in ~ = F . = 30,000 = 30,000 x 1 OO = ~ 75,000 
PIV Rat10 40% 40 

Illustration 17: RJ;;f ~aii ~ ~ cfil cffl" l'.{1"5f! ~ fim ~ ~ cfi1 ~~ "ITT -;r 
m wmt ~-~ 1IDIT_: 

From the following informations calculate the volume of output at which the concern 
enjoy no profit - no loss, i.e., Break-even Units: 

~ oq<J (Fixed expenses) 
qf<c1J1~ih.1 ~ (Variable expenses) 
~i ~ (Sales revenue) 
fcffl,'@ ~ (Units sold) 

60,000 

38,000 

95,000 

19,000 
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Solution: BEP (in units)= F = C = S - V or 5-2=f 3 
C 

S 
Sales revenue 95,000 "'

5 = ----- or -- or , 
Units sold 19,000 

V 
Total variable cost 38,000 "'

2 =------ or -- or , 
Units Sold 19,000 

BEP (in units)= 60,000 = 20,000 units 
3 

Illustration 18 : From the following information, find Break-even Point : 
Selling Price per unit = f I 0 
Fixed Costs=~ 990 
Variable Costs: 

Units 

· Variable Costs p.u. 

1-100 101-200 

f5 

f.ti.:iR1f&a ~ ~ Wf-~ ~ ~ ~

"Slfu ~ fcrstiq ~ = ~ 10 

1¾1: ffi1IB = f 990 
qftc:Hf+~n~ ffil@ : 

~ 1-100 101-200 
"SJ@ ~ qftc1a1~n~ ffil@ 

Solution: 

201-300 

~4 

201-300 

f4 

Contribution from first batch of 100 units 

Contribution from second batch of I 00, units 

Contribution from third batch of 100 units 

Total Contribution 

= (IO- 6)x 100 = 400 

= (I0-5)x 100= ,500 

= (10-4 )x 100= 600 

Contribution required to break-even:;;; f 990 

This is recovered as follows : 

f 400 from first 100 units 

f 500 from second 100 units 

The balance ~ 90 from 
90 

= 15 units of third batch. 
6 

Thus, B.E.P. = 100+ 100+ 15 = 215 units 

Illustration 19 : 
~ 'ffi1'@ (Fixed Cost) = f 60,000 
qf{c1J1~n~ ffil@ (Variable Costs) = f 6 per unit 

Fffli"ll' ~ (Selling Price) = f 8 per unit 

~ (Depreciation) = f 9,000 

~ <tt fcti«J (Loan Instalment) = f 11,000 

~ o'll ~ -q ~ Wf-~ ~~~I 
Calculate Cash BEP in units and value. 

1,500 
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S I ti ( .) C h BEP ( . ) Fixed Costs - Depreciation+ Loss Instalment o u on : 1 as umts = -------"---------
Contribution per unit 

60,000- (9,000)+ 11,000 

8-6 

= 
62

•
000 = 31 000 units 
2 ' 

(ii) Cash BEP ((') = (Fixed Costs-Deprec_iati~n + Loan _Instalment)x S. P. 
ContnbutJ.on per untt 

= [ 60,000-(9,000)+ l l,OOO]x8 = 62,000x 8 = f 
2 48 000 

8-6 2 ' ' 

Illustration 20 : ~ ~ ~ ~ ~ ~ ~ ffilTif M JlcfiR ~ ~ "t
A Scooter Company has presented the cost of a scooter as under : 

miuft (Materials) 

JJrir (Labour) 
ql'<c4tf11<l o1llf (Variable Expenses) 

~ o!l'<l' (Fixed Expenses) 

~ ~ (Total Cost) 
'ffi'lt (Profit) 

f.mft ~ (Selling Price) 

~~~-;;nf.ffifuam~~500 

4,000 

1,200 

2,800 
1,200 

9,200 

800 
10,000 

( 3l) 3lfCi -«'f-~ ~ ~ ~, 

("if)~~,400Jlfa~~cfi"{~~m~m"icfj"qR~~~~ 

~cfifT~~~I 

No. of Scooters manufactured and sold 500. 

(a) You are required to Calculate Break Even point 

(b) If price is reduced by f 400 per scooter, how many scooters should be 

manufactured and sold to maintain the present profit ? 

Solution : lWol ~ ~ ~ ~ail cfiT ~ l"fO"R1 ~ ~ ~ M JlcfiR ~ "{l§T ,ifJ 

~t-
Fixed Cost = 1,200 x 500 = f 6,00,000 

Variable Cost per unit= 4,000+ 1,200+ 2,800 = f 8,000 

Present Profit= 800x 500.:: f 4,00,000 

(A) B.E.P. (Units)= FC = 6,00,000 = 300 Scooters 
C pu 10,000-8,000 

(B) f 400 ~ ~ ffl "ti"{ cfifT ~ m"i 31m ffl ~ ~ ~-

s I (U 
. ) FC + DP 6,00,000+ 4,00,000 

aes ruts=---=------
Cpu 9,600-8,000 

. 1000000 
Sales (Uruts) = ' ' = 625 Scooters 

1,600 

http:6':......00
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Illustration 21 : 8:l1@l B.E.P. tfi1 TfURT ~ 7:!R-
Calculate B.E.P. Capacity is : 

~ BJ7ffi (Fixed Cost) =? 50,000 

qfh-1J1~fl<.1 "ffiT@ cfiT ~ (Percentage of variable Cost) 663% 
3 

8:l1@l (Capacity) = f 3,00,000 

Solution : PN Ratio= l - Variable Cost Ratio 

. ( 2 ) I 100 PNRatio== 1-66-% =33-%or-% 
3 3 3 

B.E.P (~ = FC = 50,000 x 3 x l OO 
P IV Ratio 100 

B.E.P. (~ =? 1,50,000 

C . BEP B.E. P. in? 100 apactty . . . == ----x 
Capacity in? 

. 150000 
Capacity B.E.P. = ' ' x 100= 50% 

3,00,000 . 

Illustration 22: H'-1fclf&d ~"@I-~~ tfil l'fUT11.~ o~ WaJT tfi1 mlfl 
~-

Calculate the Break-Even point from the following and ascertain the margin of safety: 
f 

Fixed Cost for the year 
Variable Cost per unit 
Sales for the year 
Selling Price per unit 

Solution: 

Sales in unit = 2,00,000 = l O 000 units 
20 ' 

Contribution (C) per unit= P - V = 20- 4 =' 16 

B.E.P. in units= F = S~,OOO = 5 OOOunits 
C (per unit) 16 ' 

Margin of Safety= Total Actual Sales - Sales at B.E.P. 

= 10,000 - 5,000 = 5,000 units 
. F 80 000 

B.E.P. tn Rupees= - x S = ' x 20 = f 1,00,000 
C 16 

Margin of Safety = 2,00,000 - 1,00,000 = f 1,00,000. 

80,000 
4 

2,00,000 

20 

IHustration 23 : H'-1fclfoid ¼_'cl113ll * ~ "@I-~ ~ tfi1 lfllRI ~ ~ 
WaJT-tftlfl ~-

Calculate the B.E.P. from the following and ascertain the margin of safety: 

· Fixed Cost for the year 
Variable Cost per unit 

80,000 

4 
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Sales for the year 
Selling Price per unit 

S I ti S l 
. U . Sale for the year 2,00,000 

ou on: aesm mts=------=---
Sel!ing price p. u. 20 

= l 0,000 units 

Contribution (p.u.) = SP-VC = 20-4 =? 16 

B.E.P. (Units) = FC 
Contribution (p. u.) 

= SO,OOO = 5 000 Units 
16 ' 

Margin of Safety (Units)= Sales (Units)- B.E.P. (Units)' 
= 10,000- 5,000 = 5,000 Units 

FC 
B.E.P. In?= ---x SP (p. u.) 

C. (p. u.) 

= SO,OOO X 20= t l 00 000 
16 ' ' 

:. Margin of Safety (~ = Actual Sales - Sales at B.E.P. 
= 2,00,000- 1,00,000 = ? 1,00,000 

Illustration 24 : f.i1--1fcif@a ~ ii W~ ~ ~ ~ l'fUAT ~

Calculate Margin of Safety in the following Cases : 
(a) Profit=? 15,000; PN Ratio= 40% 
(b) Sales= 20,000Units; B.E.P. = 15,000 Units 
(c) Sales=? 3,00,000; B.E.P. =? 4,50,000 

Solution : (a) Margin of Safety (~ = Profit . 
· P/V Rat10 

. 15 000 
Margm of Safety(~=-'-. x 100=? 37,500 

40 
(b) Margin of Safety (Units)= Sales (Units)-B.E.P. (Units) 

Margin of Safety (Units)= 20,000-15,000= 5,000Units 

2,00,000 
20 

(c) ~ ffi ii~ <fil ml B.E.P. ~ ml 'B ~ t, 3'IB: ~ Margin of Safety(~ ~t, . . . 
Illustration 25 : f11--1ifq;a ~an 'B W~-~ ~ 1'JUAT ~. ffl v:c,t ~ ii 

~-
From the following informations, calculate Margin of Safety in units, rupees and 

percentage : 

Cost of Materials (p.u.) 
Cost of Labour (p.u.) 
Cost ofV.O.H. (p.u.) 
Selling Price (p.u.) 
Fixed O.H. for the period 

Units produced and sold for the period (I ,000 units) 

~ 

10 
5 
5 

25 
2,000 
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Solution : Sales= l,00011!1its @ ? 25 each=? 25,000 

VC (p.u.) = IO+ 5+ 5 =? 20 p.u. 

B E P . U . FC 2,000 00 U . :. . .. m mts=---=--=4 nits 
SP-VC 25-20 

: . Margin of Safety (Units)= Actual Sales (Units) - Sales at B.E.P. (Units) 

= 1,000-400= 600Units 

Margin of Safety (~ = Actual Sales (~ - Sales at B.E.P. (~ 

= (l,0OOx 25)- ( 400x 25) 

(25,000-10,000) = f 15,000 

M . f S fi (o/c) Actual Sales - Sales at BEP l OO argm o a ety o =---------x 
Actual Sales 

= 25,000- l 0,000 x l 00 = 60%. 
25,000 

Illustration 26 : RJ...lfc1f©ct ~ "it l"fO"RT ~- (i) ~ "ffi"J--imfl -31':fl"@; 
(ii)~-~~ (iii) wen-~; otrr "ffi"l1 

From the following data calculate : (i) Profit-Volume Ratio; (ii) Break-even Point; 
(iii) Margin of Safety; (iv) Profit. 
Direct Materials 
Direct Wages 
Variable Factory Overhead 
Variable Administration Overhead 
Variable Selling and Distribution Overhead 
Fixed Overhead 
Units Sold 1,000 @ 

Solution: Statement of Marginal Cost 

Direct Material 

f 20,000 
? 16,000 

25% of wages 
10% of Factory Cost 

f 4 per unit 
f 8,000 

? 64 per unit 

t 
20,000 

. Direct Wages 16 000 
I Price Cost 36,000 

Variable Factory Overhead (25% ofwagesJ 4 000. 

Marginal Factory Cost 40,000 

Variable Adm. Overhead (10% oH 40,000) 4.000 

Marginal Cost of Production 44,000 

Variable Selling & Distribution Overhead (l,OOOx 4) 4.000 

Total Marginal Cost 48000 

Sales (l 000 x 64) 64 000 

(i) PN Ratio= S -V x 100=? 64,000- t 4S,OOO x 100= f 16•000 x 100= 25% 
S t 64,000 ? 64,000 . 

(ii)B.E.P. = Fixed Costs= ?8,000 = 8,000x!00=02,000 . 
PI V Ratio 25% 25 

(iii) Margin of Safety= Sales - B.E.P. = t 64,000 - ? 32,000 =? 32,000 
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(iv) Profit= (S x PI V Ratio )-F = (64,000x 25%) = ~ 8,000 =, 16,000 - ~ 8,000 = ~ 8,000 

Illustration 27 : R9 ~ ~ ~-
From the following find out : · 

(i) Break-Event Point, 

(ii) Net Profit from the sales of~ 3,00,000. 

(iii) Required Sales for the net profit of, 70,000 and 

(iv) Margin of Safety at the sales off 2,50,000 -

Position of A Ltd. for the year 2019 : 

Sales 

Variable Cost 
Gross Profit 

· Fixed Expenses 
Net profit 

Solution : C = S -VC = 2,00,000- 1,50,000 = f 50,000 

(i) B.E.P. = F x S = 35,000 x 2,00,000 = f 1,40,000 
C 50,000 

. (ii) Sales 

Les V . bl C 1,50,000x 3,00,000 s: ana e ost------

Contribution 

Less : Fixed expenses 

Net Profit 

2,00,000 

(iii) Required Sales = F + Pt x S = 35,000+ ?O,OOO x 2,00 000 
C 50,000 ' 

= _I,05,000 X 2,00 000 = f 4,20 000 
50,000 ' ' 

(iv) Margin of Safety== S~es-B.E.P. 

= 2,50,000-1,40,000=' 1,10,000 

Ci!lculation of Sales For Desired Profit I 

t' 

2,00,000 
1,50,000 

50,000 

35,000 
15,000 

3,00,000 

2,25,000 

75,000 

35,000 

40,000 

Illustration 28: ~ qillf'fi ~ ~ ~ qiJ ~~tam~ f 200 Jl'IB ~ qft ~ 
~Wt, ~ qft ~ ~ f 120 Jl'IB ~ t ~ q,'t ~,41 ~ f 8,000 t qf<cfict-1 
~- . 

( 31) ~-l:ITSl'I ~; ('ii) ? l 0,000 ffl'I ~ ~ lg fcrni"q; ~ (~) '60,000 qft 
firslft ~ m"rl 

A company produces a single article and sell it at f 200 each. The Marginal cost of 
production is f 120 each and fixed cost for the month is f 8,000. Calculate: 

(a) PN Ratio; (b) Sales to earn a profit~ 10,000 and (c) Profit at sales oH 60,000. 



SoJution: (a) Calculation of PN Ratio : 

Given: Selling Price per Unit (SP)= t 200 
Marginal Cost per Unit (VP)= f 120 

Fixed Cost (F) = f 8,000 

PNRatio=SP-VP xlOO= t 200-?l 20xl00= 80 xl00=40% 
SP f 200 200 

(b) Sales to earn a profit of 10,000 : 

R . ed s 1 (" ,.., Fixed cost+ Desired profit F + p · 
eqwr aes m,,=------~-or----

p I V Ratio P / V Ratio 

= 8,000+ 10,000 = 18,000 . 
40% 40 

100 
= 18,000x 100 = f 45 000 

40 ·' 

(c) Profit at Sales off 60,000: 

Profit= (Sales x PN Ratio) - Fixed Cost 

= (60,000 X 40% )- 8,000 

= 24,000- 8,000= f 16,000 

Illustration 29 : A company producing a single article sells it at f 10 each. The 
variable cost of production is f 6 each and fixed cost is f 400 per annum. 

Calculate : (i) Sales at break-even point. 

(ii) Sales to earn a profit off 500. 

(iii) Profit at sales off 3,000. 

(iv) New break-even point if sate price is reduced by 10%. 

~~~cfil~ffl~~qiiq;fl~fl011ra~"t!"{~fl~cfil 
qflcHFl'lfil-1 ffiTffi f 6 11m ~..,,, t ~ ~ ~ ' 400 11m q"ff t, 

3Wf1JR ~__:_(i) ~-~~"ti"{ ~I 

(ii)f 500 mcf ~ ffl -q; ~ ~I 

(iii) f 3,000 -q; ~"ti"{~ 

(iv)<ITT:;~~10%,~cfillciil~:~"ffi~~-~~I 

Solution: (i) B.E. Sales= _F_ = 
4

00 = f 1,000 
1-V/P 1-6/ ro 

(ii) (a) S (in ') = F + Pt. = 400+ 500 = f 2,250 
1-V/P 1-6/10 

(b) S (
. . ) F+ Pt. 400+ 500 225 .. - . 
m uruts = -- = --- = · units 

. P-V 10-6 

(iii) Pt. S (1-V/P)-F= 3,000(1-6/ 10)-400= f 800 

(iv) New B.E.P. = F = ~ = f 1,200 
l-V/P0 1-6/9 
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Illustration 30 : f.t1-1fc:-1f@ct ~3TI' ~ ~ 1R ajfmf ffi'1 ~ ~ ~ q,'t um q,'t 
7TURT~-

Calculate sales in rupees for desired profit on the basis of following infonnation : 
(a) Fixed Cost ~I 0,000, Sales ~50,000, Variable Cost~ 30,000. Desired profit~ 5,000. 
(b) Fixed Cost ~ 20,000, Desired profit ~ l 0,000, PN Ratio 25%. 

(c) Fixed Cost ~ 10,000, Selling Price ~ 20 per unit, Variable Cost t 15 per unit, 
Desired profit t 1 per unit. 

Solution: (a) Sales(~= FC+Pt xS= I0,000+ 5,ooo x50000 
S - V 50,000- 30,000 ' 

= IS,OOOx50000=f37500 
20,000 ' ' 

(b) Sales (:F\ = FC+ Pt = 20,000+ I 0,000 x I 00 = 30,000 x I 00 = t 1 20 000 
,, P/VRatio 25 25 ' ' 

(c) Sales~= FCx Spu = 10,000x20 = I0,000x20 = f 50,000 
Cpu -Ppu 5-1 4 

Illustration 31 : f.t1-1fc:-1f@a ~ ~ ~ f
The following data are given : 
Fixed Expenses t 1,00,000 
Variable expenses f 10 per unit 
Selling Price f 15 per unit 
~ ~-(i) "frtJ-~ ~ (ii) ffl'll"-lITTll ~; (iii) f 10,000 ffl'll" ~ ~ 

~; ~ (iv) ?50,000 'ffi"f 1R WS:TT-~I · 
Find out : (i) Break-even Point : (ii) PN Ratio : (iii) Sales to earn a profit oH I 0,000; 

and (iv) Margin of Safety at a profit oH 50,000. 

(
.) ak . F , 1,00,000 

Solution : 1 Bre -even Pomt = ~ = fo 
1-- 1--s 15 

= f 1,00,000 = f 1,00,000 X 15 = ' 3 OO OOO 
5/ 15 5 ' ' 

(ii) PN Ratio= S--V x 100 = t 5- IO x 100= 33½ % 
. - S 15 

(iii) Sales to earn a profit of, 10,000 

Sales (in ~ = f + Pd = t 1,00,000+ I 0,000 

1-~ I-
10 

S 15 
= t 1,10,000 = ' 1,10,000 X l 5 = t 3 30 OOO 

5115 5 ' ' 

Sales (in ~ = F + p~ = 'l,OO,OOO+ iO,OOO = 'l,IO,OOO = f3 30 000 
· PI VRatio 33 ½ % 33 ½ % ' ' 

(iv) Margin of Safety at a Profit oH 50,000 
. Profit , 50,000 

Margm of Safety = = ½ = , 1,50,000 
PI V Ratio 33 13 % 
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Illustration 32: v;c.fi ~ ~ v;c.fi ~ cfiT ~ ~ "t f;rn ~ t25 '5lfu ~ 1R 
W ti ~ WR ~ f 80,000 i ~ qflqd1:tftcl ffi7ffi ~ 17 '5lfu ~ 't1 ~&cf <lil 
Tf1JAl ~- . 

( i) lfq- ~ ~ ~ ~ ~ cfiT ~ fcfi<:11 ~? 
(ii) ~ 40,000 "ffi'q 3ffefo ~ ~ ~ ~ ~ cfiT ~ fcfi<:11 ~? 
(iii)~ 12,000 ~ ~ ~ m ~ "ffi'll m? 
(iv) 15,000 ~ 1R W&TI ~I 

A company produces only one item which it sales at ~ 25 per unit. Its fixed costs are 
f80,000 and variable cost is f 17 per ,unit. Calculate the following : 

(i) How many units must be produced to break-even ? 

(ii) How many units must be produced to earn profit off 40,000 ? 

(iii) What would be the profit if 12,000 units are produced ? 

(iv) Margin of Safety on 15,000 units. 

Solution : Contribution = S -V =· 25- 17 = f 8 per unit. 

(i) B.E.P. in Units = !: = 80,000 = 10,000 units 
C 8 

( .. ) R . ed S l _ F + Pt _ 80,000+ 40,000 _ 1,20,000 _ 15 000 U ·ts u equrr a es - -- - ----- - --- - , m 
C 8 8 

(iii) Profit= Sales in units x C per llllit -F = 12,000x 8- 80,000= f 16,000 

(iv) Margin of Safety= Sales - B.E.P. = 15,000-10,000 = 5,000 Units 
Illustration 33 : (i) f1'-1f~f&d ~ it ~ lfq-~ ~ ~ ~ ~ 1R fcrsf,q 

~ qil TfUA1 ~ -t-.-
From the following data, you are required to calculate the B.E.P. and sales value at 

this point: 

Selling Price per Unit= f 25; Fixed Overhead= f 24,000 

Direct Material Cost per Unit= f 8; Variable Overhead= @60% on Direct Labour 

Direct Labour Cost per Unit= f 5; Trade Discount= 4% 

~ fcrsf,q, lfq-~ lIDfl it 15% ~ 200/o o;tR f oT ~ "ffi'll qi'f ~ ~I 

If sales are 15% and 20% above the Break-Even Volume, determine the net profits. 

Solution: 
Selling Price per Unit · 

(- ) Trade Discount 4% 
Net Selling Price per unit (SP) 

(-) Variable Cost per Unit (VP): 

Direct Material per Unit 

Direct Labour per Unit 

Variable Overhead (60% on"5) 

Contribution per Unit (CP) 

B E P 
. U . _ Fixed Gost _ f 24,000 _ 

3 
OO0 U .1 ... m mts------ - ---, ms 

CP . f8 

B.E.P. inf= 3,000 Units x f 24 per Unit=~ 72,000 

f 16 

f8 
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Statement showing Net Profit when sales are 15% above the Break-Even 
Volume 

Sales at B.E.P. 
Add : 15% over B.E.P. 
Sales (15% above B.E.P.) 
Contribution on 3,450 units (3,450x f 8) 
Less : Fixed Costs 

Profit 

Units 
3,000 

450 

3,450 
27,600 
24,000 
3,600 

Statement showing Net Profit when Sales are 20% •hove the Break-Even 
Volume 

Sales at B.E.P. 
Add: 20% over B.E.P. 
Sales (20% above B.E.P.) 
Contribution on 3,600 units (3,600x f 8) 
Less : Fixed Costs 

Units 
3,000 

600 
3,600 

28,800 

24,000 
Profit 4 800 

IJlustration 33 : (ii)~ q;.:q;ft "'1 3lf~ ~ 2,20,000 ~~~ti ~ 
~ l ,80,000 ~ >l'fu qtf ti qf<qt\'•wna f.fi::ifuT t' 11 >l'fu ~ t, ~< c1,1<&111 aqf<aq4 
t 5,40,000 >l'fu qtf t, qflqt\'1:?0cl ~ ffil@' t' 3 >l'fu ~ t ~ W!R f<ffli<l' mim 
f 2,52,000 >l'fu qtf i1 f<rsfi<l' ~ f 20 >l'fu ~ ti '111Rl ~-

(i) ~ ml -q fflij WI-~ f.r-s ~ t? 
(ii) f 60,ooo >l'fu qtf cfiT ~ 3Wf amra m 'cl,l ~ 'tfA t-~ ~ ~f.fstt<'f qft 

~? 
(iii) t' 50,00,000 ""'~ ~ ~ ffl'q qft mr ~ m? 
(iv) f<ffli<l' ~ 10% ~ ~ ~ t" ~ ~ ~ ~ <tl ~? 
(v ) ~ WI-~ f.r-s 1,00,000~ ~ ffiT m -rit >l'fu ~ f<ffli<l'-~ ~ ~ 

~? 
A compa!1y h:1.c: s. rnr,.x•mum cllpwity of 2,20,000 units per year. Nonna! capacity is 

regarded as 1,80,000 units per year. Variable manufacturing costs are t' 11 per unit. Fixed 
factory overheads are f 5,40,000 per year. Variable selling costs are f 3 per unit, while fixed 
selling costs are t' 2,52,000 per year: Selling price is t' 20 per unit. Calculate the following : 

(i) What is the break-even point expressed in rupee sales? 
(ii) How many units must be sold to earn a target of net income oft' 60,000' per year? 
(iii) What amount of profit will be earned on the sales oft' 50,00,000 ? 
(iv) How many units must be sold to earn a net income of 108/4, of sales? 
(v) What should be the selling price per unit if break-even point is to be brought down 

to 1,00,000 units. 

S I . ( .) BEP fl S I ) F XS ( 5,40,000+ 2,52,000) x 20 o ution : 1 \, a es = - - or--------
S- V 20-(11+3) 

= 7,92,000x 20 or f 26 40 000 
20-14 ' ' 



(ii) BEP (units or Q) (to earn a profit of? 60,000) 

(F + P) (7,92,000+ 60,000) 1,
42 

000 . = or------'-= , uD1ts 
S- V 20-14 

(iii) Profit at a sale of? 50,00,000 : 

Profit = (Sales x PVR) - F 

= (50,00,000x 30%)- 7,92,000 

= 15,00,000-7,92,000=? 7,08,000 

Here, PV/R = S-V x 100 = 2o-J4 x 100= 30% 
S 20 

(iv) Sales in units to earn a net income ofl0¾ ofsales: 

BEP (in ') = F+P 
PV/R 

(as desired profit) 
Suppose BEP (f) or required sale := x 

F + P 7,92,000+ 10%ofx 7,92,000+ 0. Ix 
Hence, x=--=------or----

PV/R 30% 30% 
(7,92,000+ O. lx)x 100 7,92,00,000+ l<k 

=---- --'---or--'--~--
30 ·30 

xx 30= 7,92,00,000+ l<k 

. 3<k- 1 Ck= 7,92,00,000 or 20x = 7,92,00,000 

X = ' 39,60,000 

BEP(Q) = BEP ( ' in sale~ or 39,60,000 or 1,98,000 unJts 
Per writ selling price 20 . 

(v) BEP (Q) = ~ or 7,92,ooo 
S-V S-14 

100 000= 7,92,000 
' ' S-14 

1,00,000(S-14) = 7,92,000 

1,00,000S-14,00,000= 7,92,000 
1,00,000 S = 7,92,000+ 14,00,000 

S = 7,92,000+ 14 ,00,000 or 21,92,000 = ? 21.92 per unit 
1,00,000 1,00,000 

I Impact of Variation of Variable Cost I 
Illustration 34 : (i) Fixed cost? 2,00,000, Variable cost (per unit) ? 6, Selling Price 

?10 (penmit) 

(a) B.E.P. ~~~~I (Calculate B.E.P.. in units) 

(b) ~ ~ f.{q ~air~ Wi-~ ~ ~ ~ ~ ~? 
State that what will be the impact on B.E.P. under following cases ? 

(i) qf<c:Hf•nH~ ~ ~ 20% <tt ~ (20% increase in variable cost) 
(ii) qf<q<f,nH~ ~ ~ i0% ~ Cili'ifi (20% decrease in variable cost) 
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(iii) 4Rc::kklilcl <'ffT@ -q ~ I ~ CfilTI (Variable cost decrease by~ l) 
(iv) WR C1'fl@ -q 10% cii1 Cfilft, ~ -4Rc:ttf.Hilcl C1'fl@ -q 10% cii1 ~ 

(Fixed cost decrease by 10% but variable cost increase by 10%) 

(v) WR ffilfcf ii 10% ~. ~ 4Rc:td11'ilcl ~ # 20% cii1 Cfilft 
(Fixed cost increase by 10% but variable CQst decrease by 20%) 

Solution: Given: Fixedcost(F) f2,00,000, SPu=f 10, VPu=t6, CPu= 10-6=? 4 

(a) B.E.P. (units)=_£_=' 
2

•
00

•
000 

= 50,000 units 
CPu 4 

(b) (i) Variable cost increase by 20% 

New Variable cost (New VPu) = f 6 + 1.20 ( 
6
;~

0
) = f 7.20 

New Contribution (New CPu) == f 10-7.20= t 280units 

[B.E.P. (units)== f 2,00,000 = 71,429units] 
2.80 

Impact= 71,429 - 50,000 = 2l,429units (B.E.P. increased by 21,429 units) 
(ii) Variable cost decrease by 20% : 

. (6X20) NewVanablecost=6-l.20 100 =4.80 

New Contribution= t Io~ 4 . 80 = t 5.20 

B.E.P. (units)= t2,00,000 = 38,462units 
5.20 

Impact = 50,000- 38,462 = 11,538 ('.:°l . .jif(& ~ V-. ~l ~ 
(iii) Variable cost decrease by t l : 

New variable cost (New VPu) = f 6-1 = t 5 
New contribution (new CPu )=t 10-5=? 5 

B E P ( 
. ) _ F _ t 2,00,000 _ 

40 
OOO . 

. . . uruts - -- - ---- _, uruts 
CPu 5 

Impact = 50,000-40,000 = 10,000 __ units (B.E.P. decreased by 10,000 units) 

(iv) Find cost d~rea.se by H>¾ 1,ut vuiable cost inci-ea&e by 10% : 

New Fixed cost (New F) = t 2,00,000- 20,000 {I 0% of 2,00,000) = t l ,80,000 

New VPu (New VPu) =t 6+0.60(10%oft 6) =f 6.60 

New CPu (New CPu) = f 10-6.60=? 3.40 

B.E.P. (units)= f l,80,000 = 52,941 units 
3.40 

Impact= 52,941-50,000= 2,941 units (B.E.P. increased by 2,941 units) 

(v) Fixed cost increase by 10% but variable cost decrease by 20% : 

New Fixed Cost (l)lew F) = f 2,00,000 + 20,000 (10% off 2,00,000) = f 2,20,000 

New Variable C~st (New VP u) = f 6 -1. 20 (200/4 oH 6) = f 4. 80 

New Contribution per unit (New CPu )= f 10 -4 .80= f 5.20 

http:2,00,0.00
http:1O-6.60=f3.40


B E P ( . ) ? 2,20,000 42 08 . . . . umts =---= ,3 umts 
5.20 

Impact= 50,000-42,308 = 7,692 units (B.E.P. decrease by 7,692 units) 
Illustration 34: (ii) Estimate the impact of the variation of fixed cost 

Fixed cost t 1,80,000, variable cost t 2,60,000, sales (20,000 units) t 5,00,000 
'3"CIOO ti~~ 3ll'EITT: 'l{ ~-~ ~ (ffl oiIT ~ -q) ~ ~I 

(a) Find out B.E.P. (in Rupees and units) on the basis of above facts. 
(~ ~ ~ Gm3ll' -q WI-~~ 'l{ cFTT JrlWf 'Wll?) 

(b) State that what will be the impact on B.E.P. under following cases: 
(i) Fixed cost increase by 10% (~ ~ -q 10% qil ~i 
(ii) Fixed cost decrease by 10% (~ ~ -q 10% °qil q;tft) 

(iii) Fixed cost decrease by t 10,000 (~~-qt 10,000 qil q;tft qil ~) 
(iv) Fixed cost increase by t 20,000 (~ ~ -q 20,000 ~ ~ qi1 ~) 

Solution : Given : Fixed Cost t 1,80,000, variable cost per unit t 13 (f 2,60,000/ 
20,000), Selling per unit f 25 (f 5,00,000/20,000). 

(a) B.E.P. Ct)= FxSPu or FxSPu fl,80,000x25 = t 3,751000 
SPu - VPu CPu (25-13) 

( . ) F F t 1,80,000 15 OOO . B.E.P. units = ----or ---=--- = , uruts 
SPu -VPu CPerunit 12 

(b) (i) Fixed cost increase by 10%: 

New Fixed Cost= t 1,80,000 + 18,000 (10%oft 1,80,000) =? L98,000 

New B.E.P. (f)= New F. Cost xSPu = t 1,98,000x 25 = t 4 12 500 
CPu 25-13 ' ' 

N BEP ( . )=NewF. Cost= fl,98,000= 16500 . ew ... uruts ---- --- , units 
CPu 12 · · 

Impact: f4,12,500-3,75,000=f37,500 (B.E.P. increased) 
16,500-15,000units = 1,500 units 

(ii) Fixed cost decrease by 10% 
New Fixed Cost = t 1,80,000 - 18,000 (10% oft 1,80,000) = t 1,62,000 

New B.E.P. (t)::;: New F. Cost x SPu ::;: t 1,62,000x 25::;: t 3,37,500 
CPu 12 

New B.E.P. (units)= New F. Cost = t 1•62•000 = 13,500units 
CPu 12 

Impact: t 3,75,000- 3,37,500::;: t 37,500 (B.E.P. decreased) 

15,000-13,500= l,500units 

(iii) Fixed cost decrease by t 10,000 : 
New Fixed Cost = f 1,80,000 - 10,000 = f 1, 70,000 

New B.E.P. (t) = NewF. CostxSPu = tl,70,000x25 =f 3,54,166_66 
. CPu 12 

New B.E.P. (units)= New F. Cosl t l,70,000 14,167units 
CPu 12 

http:3,S4,166.66
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Impact: ? 3,75,000-3,54,167::: f 20,833 (B.E.P. decreased) 

15,000 (units)-14,167= 833units 
(iv) Fixed cost increase by f 20,000 : 

New Fixed cost = f 1,80,000 + 20,000 = f 2,00,000 

New B.E.P. (f) = New F. Cost x_SPu = t2,00,000x25 =f 4,16,667 · 
· CPu 12 

New B.E.P. (units)= New F. Co5t = f2,00,000 = 16,667 units 
CPu 12 

Impact: f4,16,667-3,75,000=f41,667 . (B.E.P. increased) 

16,667-15,000units = l,667units . 

I Calculation of Profit on Sales I 
IIJustration 34 : (iii)~ ~;m ~ ~ cfil ~ cfil lJ1l'RT ~ 
Calculate amount of profit in the following cases : 
(i) Sales f 12,00,000 PN Ratio 25%, Fixed Cost f 1,75,000. 
(ii) Sales f 2,10,000, Fixed Cost f 50,000, Variable Cost f 1,30,000 

(iii) Margin of Safety f 5,00,000, PN Ratio= 25% 
(iv) Sales 20,000 units, Selling price per units =f20, Variable Cost per unit= ,12and 

'fixed Cost , 1,30,000 

Solution: 

(i) Profit= Sales x PN Ratio - Fixed Cost 

=f 12,00,000 x~-1,75,000=' 1,25,000 
100 

(ii) Profit = Sales - (Fixed Cost + Variable Cost) 
= , 2,10,000- ( 50,000+ ),30,000) = , 30,000 

(iii) Profit= M.O.S. x PN Ratio 

= f 5,00,000 x~ =, 1,25,000 
100 

(iv) Profit= Sales (Units) xCPu -Fixed Cost 
= 20,000x 8-1,30,000=, 30,000 

CPu = ,20-12=,8 
,---,--------. 

lfii-~i:U«~ 
(Break-Even _Chart) . 

~,1-11..qa~, w:r-~ fctlicli4a, <fiT ~ ~ ~ >if@T t, ~ ~ ~ <tiT ~ 
~~ 1('"lli<li1<li"{ll<fldlt1~-~'t;fl'if<lf1:FJ~~~«m'"lf{~cfil~-m 
~ "If{ "ffi1Tffi' ffl 3lflTt( ctiT JNlq ~ qj«fl t, ~JJ!t ~. q;u ffl ~ ~ lliG1' ~. 
''w:l-~ 't;fl'i -qi)~ ffl ~ ctiT ~ ~ ~ ctiT ~ ~ ~ ~l((-lqOj ~ ~ 
llCfldT !1" J. Batty ~ ~ w:I'-~ 't;fl'i qW ~ ~ ~ ffl t "6-~ f.lyf~f©d qi) ~t- - .· 

(1) fc!f'l:Ff ~ «m' "If{~~~ ~I 
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(2) ~ (?:fr ffl~) "RflTill ~ ~ ~ ~ ~ ~, 
(3) wa:n-m, 
(4) ~ q,l ~ ~ ~ "<R ~ ~ ~ <l>l ~, ~ JITTf? 100 "<R ffl'IJ "4 ~ 

q,l~~wrr, 

(5)WJ-~~I 

(6) ~ "'ifri "<R ~ 3ffi "ffi'li-lITTl ~ ,:ft f~<li<:il<ll ~ ~ i1 

~-~ -eTt cf5J 'iFIRT (Construction of a Break-Even Chart) 

~~~q,7~if~"4~~t-
(l)WJ-~~"4~tffi (~?:ff X-3™) "<R ~ ~~@ttffdo 

<l>l ~ i1 a:{ij: ~ tm ~ ~ 3l<nl ~ ~ * ~ ~ ~ cfi"T ~~~I 
(2) ~ "4 ~ tm (qilR-aw ?:fr r -aw) "<R ~ 3ffi ~ * ~ ~ ~ 

~ t1 3@: ~ ~ * ~ ~ ~ cfi"T ~ ~ ~I 

(3) ~ tm ~ WfRR ~ ~ tm' ~ ~I 

< 4) ~ tm "<R ~ ~ * Slf<fi.'qq, ~ ~ "3iCl"{ q,l am: qf<qcf1ltne ft' R~1.R-11'-fi 
~ t1 ~&JR~~ fcf> ~ WJ-~ ~ "<R qf<c1ct1llil<:1 ffil@tffl "1'tIT ~€kit~ 
~ t, ~ oll<t1' * "3i~ qf{c:4d1llne ~ q,1 ~ m qfffi tm ,~ ~ tm> ~ 
t~~~tm ~~~~*~~~1 qf<qd1llil<:1 ~~~t, 

(5) ~~?:fr~~~~ 31Mq,i1G ~ ~ "<R WfJti1' ffl ~ ~ tm' ?:fr 
~3lJTTlim~~, . 
~ tm ~ ~ tm q,1 m ~ 'tR ~ t, cffl' ~ WJ-~ ~ cffil@T t, 

-~~~~am:~~ tm 3ffi ~ tm *~~(space) ffi-1$1 rf>~ i1 
~ ~ ~ *zytt am:~ tm 3lR ~~ ngy * ~~ ffi"i-1$1 ~ti~ 
~ ~ Wf-~ ~ "<R ~ ~ ~ ~ -wa:n-m ~ t, 
311Q<i.=t ?l>J cl5)vr (Angle of Incidence) 

~~too 3lR ~ ~ tm * ~ S1@~~1 cfi"T Cfi1UT ffl i1 ~ "4 3W«R * 
Cfi1UT GT~ t-(i) WJ-~ ~ * m;ft am:~ Cfi1UT ~ (ii) WJ-~ ~ ~ ~ 
3Til: ~ Cfi1UTI ~ cfR-TI Cfi1UT lm-~ ~ * ~ <'lN-1$1 ~ f ~ ~ qT<:1l Cfi1UT 
Wf-~ ~ ~ 1l<f m-ia,r ~ qi{'ffi t, 3lTtRA * Cfi1UT cfil a:iTcfiR -q;i:f &m fctf'>Ff 
~-~ffifflft * m "<R -q;i:f * ffl'IJ 31efql m q,l ~ ~ t, ~ Cfi1UT f-;@";u ~ m, 
<-1N <l>l ~ ~ m ~ M, ~ cfiT ~ ~~ ~ ~ Cfi1UT q,1 ~ ~ ffll ~ Cfi1UT 
~ ,:ft l@'ffiffl f fcf><-1N cfi"T ~ ~ "<R 1W<f ~ *~ ~-~ 3lR ~ ~ * ~ 
mtn tJifi ~ ~ ~ ~I ~ fsMlllimdl * fctf'>Ff m' * 3Rf1ffi w:rf fctf'>Ff 
~-fit~* ~ ,:ft <:il"l*iil cfil ~ ~ ~ ~ JRR qi{'ffi i w:rr ~ ~ M 
~ <l>l lJUAT ~ ~ llFl"ffi ~ ~ cfi"T m:'<:i' ~ ~ (visual aid) t, ~IGl-41141 -q;i:f 
q,l ~ * 31TcfiWr ~ ~ wa:n-mrrr 3lR ~ ~ Cfi1UT 1R ~fAif(.1a ~ ~ wm M ~ 
t, ~ 3lTtRA Cfi1UT ~ m?:J ~ ~a:n-m -q;i:f q,l w-qcfi ~ ~ GllITTfl t w:rr f.fl-'f 
~ Cfi1UT * m?:J RJ;J wa:n-m -q;i:f cfil ~ ~ ~ q,l am: ~ cfi'{ITT t , RJ;J Cfi1UT 
~ ,:ft «<@@T i ~ qf<c1J.wne 'ffi1TcJ ~ q,l ~ cfi"T ~ ~ "l'Ji1 t, 3@: ~ q,l 'ffi1TcJ * 
qRc1cf1ltne 'ffi'«11' cfi"T 'IJTTI m,r ~ m, ~ cfi"T Cfi1UT ~ m ~ m, 

l('q~~i.@c{~'Ql~ ~ /~cnllfmcfi't !,lc{~f➔ 
WJ-~ ,m "<R ~~?:fr~ <l>l ~ cfi1 m, WnR 'fl~ M "IT~ 

t-(1) ~"4, (2) ~"4, 31~(3) 8.f'{ffi>l@ll@~·~"4, ~~<fit-f-m 31Ttm~ ~ . 

http:lIlf-~T.0C
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~ ~ ~ ~ (m ~ ~ ~ ~ ~ ~) 1R FflR ~ t, ftll-11"'41'1'-ll ~ 
~ ~ ";;f@T t ol!fl ~ ~ ~ -q o1lc@ ~ ";;f@T ti 

(1) ~/fcrn;?r-imrr ~ ~ lt ~ ~ '1IT (When production/Sales Volume is 
given in rupees}-~~* "ft'tf-~ ~ ~ ~ ~ ~ ~ ~ fcn X-3'.ll!:l lR 
~~ llf5ff 3lR Y-3'.ll!:l 1R ~ ~ 3lT1J1l' ~ * -w:rA ~ ~ ~ 3'.lajq_X-3'.ll!:l -q"{ 
~ ~ ( 3'.lercn 10 ikl'ilc{) f;rcA ~ ~ ~ l1A1 t Y-3'.ll!:l -q"{ ,:ft~~~~~ 
~ '1RT\lffl'l~I 

(2) ~~imrT~~lt~~lIT (When production/Sales Volume is 
given in Units)-~~* X-3'.ll!:l'ol!fl Y-3'.ll!:l-q"{ ~ ~-~ * 1!_0fu"1~n:.,rw=;r ~ f1 · 

(3) ~~ 1'm ~ 8.{lJffl mmr lt ~ ~ lIT-~ ~ -q X-3'.ll!:l -q"{ 
~~ ~ l!:ll@l ~ 1Rfmf cfi"@ t ~ Y-3'.ll!:l-q"{ 3=JT1Tll' ol!fl ~ ~ cfi"@ i°1 

Illustration 35 : f1'-iifcfit1 ~air* Jll'tfi mu "ft'tf-~ ~ (~ -q') ~ ~ 
~ 1fO'RT 1ITU "3u1: qil -;;jrq ~-

From the following infonnation ascertain the Break-Even Point (in units) graphically 
and verify the answer by Calculations : 

Sales : 5,000 units @ f l O each 

Variable Cost : f 6 per unit 

Fixed Cost : f I 0,000 

Solution: 
Sales = 5,000 x IO= f 50,000 

Variable Cost= 5,000x 6 = f 30,000 

Total Cost = Variable Cost+ Fixed Cost= 30,000 + 10,000 = f 40,000 
Wf ·mqi ~ 1"{ X-3'.ll!:l ~ ~ qil 

~ 0 * 5,000 cfcf; ffltl ffl ~Y-3'.ll!:l i so,ooo 
"(f{ ~ ~ ol!fT ~ 0 * f 50,000 cfcf; ffltl §- 45,ooo 
~ ~ --.4 +-- 40,000 
~.:•11 1~( "ffiT@ (Fixed Cost) ~1 ((911 ~ ~ 3s,ooo 

Break Even Chart 

10,000 qil m~ * X -3'.ll!:l ~ fll-ll1l.:t1< ~ j 30,000 

~I 5,000 ~ qil ~ 'ffiT@' f 40,000 qiJ ~ 25,000 

~ X-3'.ll!:l -q"{ 5,000 ~ ol!fT Y-3'.ll!:l -q"{ f ~ 20
•
000 

40,000 qil 'tj\~ * . ~ ~I ~ '. ~ q;) c3 ~~::41-U+~--'---....;.F.,;:.lx;;:;;ed:;..;co=st 
Y-3'.ll!:l "(f{ f 10,000 cfl8 ~ (~ * ~ s,ooo 
<'1T"@ ~ f.rcfi"ffift f) * fiRiTI ~I ~ ~ 'ffil@ o -8 _8_0 _8...,__~ _8_0 _§,__8_8 _ 
TI§T ti 5,000 ~ qil f.;rstt f 50,000 qiJ IO ;: @ ~ N g ~ • ~ Sil 
~ X-~ -q"{ 5,000 ~ oeff Y-3'.ll!:l "(f{ Units 

,so,oooqilm~*~~,~~*ocfcf;~m~~-m~mi1~tm 
~ "ffiT@ TI9T q;) ~ ~ t cffl "ft'tf-~ ~ i1 ~ * X-3'.ll!:l "(f{ ~ ~ 
"ft'tf-~ ~ qil ~ ~ ~ ~ -m 2,soo ~ ti -m f.19 m * ~ t-
~ ~*~tf<n"ft'tl.-~ ~ 2,500 ~ti ~f.19-WW ~fcn~* 

f.rqi@ <fi"{ -;;jrq <fi"{ m t-
C= S-V= 10-6= f 4 per unit 

B E P . . F . 10,000 2,SOO . . . . m umts = ---= - - = uruts 
CPerUnit 4 
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Illustration 36 : f1~fclf©d ~ ~ ~-~ ~ ~-
Draw a break-even chart from the following infonnations: 

Output (Units) 4,000 8,000 12,000 16,000 

Fixed Cost m 20,000 20,000 20,000 20,000 

Variable Cost f 3 per Units(~ 12,000 24,000 36,000 48,000 

Sales f 5 per Unit (~ 20,000 40,000 60,000 80,000 

~-~ ~ oYTT We;TT-mtn cn1 llftr@rlf ~ IDU tjt ~ ~I 

Also Check the B.E.P. and Margin of Safety by arithmetic fonnula. 

20,000 

20,000 

60,000 

1,00,000 

Solution : ~ ffi cn1 3llc:l~~&icli ,mt ~ m 'ID ~ t-~ m' 1J{ 

c.fITTfff ~en~ t, "5IGu ~ant- 3,T'ffi: -q{ ~-~ ~ ~ ~ m-
Break-Even Chart 

y 
1 

9 

0 8 { Angle of indden,r.A------. 
§ "6 
:-:- 7 £ 
- ·e> 
.E 6 ~ 
Q) 
::, 

~ 
~ 
0:: 4 
"C 

~ 
~ 
(.) 

. Fixed cost line 

'lil a: _______ 8 

u.i margin of safety "§ 
6 8 10 12 14 16 18 19 20XLi: 

Output in Units (000) 

•1fa1cfl<,1 ~ ilRT ~-
B P . U . F ~ 20,000 10 00 U . . E .. m mts=---=---= , . 0 mts 

SP-VP tS-0 
B.E.P. in f = 10,000 Units x 5 per Unit= 50,000 
Margin of Safety = Actual Sales - B.E.P. 

in Units= 20,000Units- 10,000 Units= 10,000Units 

inf= f 1,00,000- f 50,000 = f 50,000 
Illustration 37: ~ ~ ~ ~ ~ ~ cflf 1tt f1~fclf&t1 ~ ~ ~ i-
q!f cn1 IBR: "ffil@' f 80,000; f.tfira ~ ~ ~ ~ ~ cf,1 Jf@~ qf<qcf1:til<?1 ctrm 

t 4; 3fqf~ t-~ 100 "SITTmo ~ ~ 1J{ lt"Tifc@ ~ lTI""5IT 10,000 ~, ~ ~ 
~&ir~· ctt ~ ~ ~ ~ ~ ctt lTI""5IT ~ ~ i, Jffu ~ t 20 ctt G\ ~ ~ 
-;;mft t, 
~-~ ~ ctt ~ ~, 
You are given the following data for the coming year of a factory. 
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The fixed costs for the year are? 80,000; variable costs per unit for the single product 

being made~ 4; estimated sales (at 100% capacity) for the period ar~ 10,000 units. The · 

number of units sold coincides with the expected volume of output. Each unit sells at f 20. 

Draw a break-even chart. 

Solution: Wi-~ '<TTi ~ ~~ ffi~ ~ m 'TI:~ "ffiTIB ~ ~ ~ 
cfil 7J'URT ~ i1 ~ 3Ur ~ cfil lFfl t-

For preparing break-even chart, first of all a table is to be prepared showing the figure 
of total cost and total sales at various levels of output as explained earlier : 

Outnut Variable Cost Fixed Cost Total Cost Sales 

t ' f ' Nil - 80,000 80,000 -
2,000 8,000 80,000 88.000 40,000 
4,000 16,000 80,000 96,000 80,000 
6,000 24,000 80,000 1,04,000 1,20,000 
8,000 _32,000 80,000 1,12,000 1,60,000 

10,000 40,000 80,000 1,20,000 2,00,000 

m~1*· ~q;1 
~ox~~ 'TI:~~ y 

t cfifl "ffiTIB ~ ~ OY ~ 200 

~ 'tRI f 80,000 <l,1 ~ fl' 
~~~~lfIBOO'ITI: f1so 
~ <l,1 ~ ti ~ (~ "ffiT@ § 
OO) ~ ~ qflcni1~ilt:1 ffiTfffi cfi) · 
~"JT<TTt;~~"t:"11lffiffil. j~120 a, 

"SJfC<f ~ ti ~ -q cfiT{ j ~ 
qf<qif1~iltii "ffilIB ~ ~ ~ t ~ aoi,.;z;;i;.r,.~~~.....1...--=Fix-ed.,...C_os_t_Une--1~ 

~~~OOo'll~ ~ 
"ffiT@ ~ ~ ~ ~ # m 1 1n 

qf<qtf1~ilt:1 "ffiTIB ~ ffl i1 40 Margin of 
8 

~ "ffiT@ ~ ~ ~ m:m cfi1 Safety I 
~~ ~ B~"''I ~ ~ ~ 2 4 .a s a 16'< -units OX 31~ 'TI: ~ 'TI: 0Q -imrr 20% 40% 60% 80% 100%--Capacity 
~-~ -qr,rr (~) -q olf<ffl Output ('000 Units) 

ffl i -;;n 5,000 ~ t cfifl OY 
lR~~"TI: OR Wi-~-imrr (ffl) "qolf<fflfflf-;;rr 1,00,000 fl OX 3l18"TI:QX 
w~-~ ~-qt cfifl OY 31~ 'TI: RY w~-min ffl 'q ti BEP ~ ~ zyff 3m cfi1 ~ 
~ ~ ti ~ ~ ~;m ~ "qtlf 'if'R qJffi cfilUT ~ cfilUT t, 

ffl'l-lITSIT 'W 
(Profit-Volume Chart) 

~ ~ ~ WfiR cfi1 ~-~ '<TTi irn1 ti ~ ffi'q-"qr,JJ mi:!, "TT ~ ti ~ '<TTi 
~ -qr,rr 3m: ~ ~ ~ ~ cfil ~ ti ~ "i:l1i 'TI: "ffil@, -qr,rr 3m: ~ ~ ~ 
~qil ~'TI:~ cf@ Jr'qTq "TT ~,jj'f ~ti~~ fcn~~ WfiR t-
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(i) ~ X-318;{ 1:1"{ ~ ~I f<:.<slctl cft ~ t1 ~-l'.ff51T ~~ °G' ~ ~@{ID . 

~ Jlftmq ~ ~ °G' f<©<.1141 ~ ~ I 

(2) Y-3W 1:1"{ ffi1l'-ffi cfil W!l'ffi ~ ;;nm i1 Y-318;{ 1:!"{ ~ ~ ~ ~ cfi1 ~ ffi1l' 

oen ~ cf,1 am mf.J ~ ;;nm t, ~ WfiR ~ mq, G't ~-q' ~ ~ t, "3,1:f{ cfil "l'JlT ffi1l' 

am ~ cfil "l'JlT m ~ t, lB WfiR ~ m ~ ('ff'll m-r' Gff ~ t, 
(3) mtf> 1:1"{ ~ m 1:1"{ "&11-ffi qft ~ ~ qft ;;ncTT f1 ~ f~ll Fl~<iial 1:1"{·~ 

~ ~ qi1 -um -tr "¥J m mm t, a:r<t 34l¾cfi titf m ~ mm t ~ ~ ~ ~ m, 
~~~~oii(~~-;;it ~ ~~~~1:j"{~~, 3'f~ 
lTA Y-318;{ 1:!"{ X~3™ ~ ~ oeTT ~ ('ff'll X -318;{ ~ ~ ~ ~ ~ l1 ~ 
m ~ 31Ncfitltf -~'l ~ Gl"fl' ~ail' qi) fr:mm "Q;cfi mm~ lfil'ift ~ t ~ ~ ~ 
(Contribution line) ~ i1 ~ 3iwGR Tifil X-~ cf;) f-im ~ 1:1"{ cfill, ~ ~ WI-~ 

~~t, 
(4) X-31~. 3iwGR tw ~ "iff,:f cfil ~ (space) WI-~~~~ am 

"ffi'l-~ • ~ ~ m-~ ~ -t, qjt(!fqefi ~ lIT5ll am WI-~ l:rr,1T ~ ~ 
~ w~-mqf ~ t, 

ltf lll'li~ aq4lfim1 ~ er~ "G' ~ 1%-~ mq; 1r7f ~ ~ ~ ~ ~ 1:j"{ 
WI-~~~~ er w~-mqf f-rmftl ~ ~ m '1ft m r~ -;;it 'W1iijJ t , am:~ 
~ mqf3TI' cfil ~ ~ ral ~ t m ~ fq!i!<.-l'lui ~ ~ ~~-l'.ff51T ~ FfUTln ~ 
~~~mt, 

Illustration 38 : From the data given below, draw a profit graph and show 
break-even point and margin of safety. . · 
~ ~ ~ ~ ~-Jrrqi ~ • WI-~~~ W~-'tjjtn fG© (-tl~ltl 

Fixed Costs f 24,000. 

Sales 8,000 units (80% of full capacity) at f IO per unit. 

Variable Cost f 4 per unit. 

Solution : Break-Even Table 
-

Capacity Sales Volume Variable Contribution Fixed Costs 
Percentage m Costs m m 

rn 
0 0 0 0 24,000 

lO 10,000 4,000 6,000 24,000 

20 20,000 8,000 12,000 24,000 

30 30,000 , 12,000 18,000 24,000 

40 40,000 16,000 24,000 24,000 

50 50,000 20,000 30,000 24,000 

60 60,000 24,000 36,000 24,000 

70 70,000 28,000 42,000 24,000 

80 80,000 32,000 48,000 24,000 

90 90,000 36,000 54,000 24,000 

100 1,00,000 40,000 60,000 24,000 

Profit(+) 
Loss(-) 

m 
-24,000 

-18,000 

-12,000 

-6,000 

0 

+ 6,000 

+ 12,000 

+ 18,000 

+ 24,000 

+ 30,000 

+ 36,000 
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Verification : 

(i) B.E.P.;::: Fx p ;::: 24,000 x 100 
P-V 10-4 

=? 40,000 

(ii) Profit (at 8,000 units) 

36 Profit Graph 

;::: Sales Units (P - V) - F 

;::: 8,000 (10-4)- 24,000 

= f 24,000 

- o ~-.--...---.--.;.;,c---r---r---r--+---r---. 
11v 

(iii) Margin of Safety 

8 6 Margin of Safety e, 12 
l:l 18 (Unrecovered 

= Actual Sales - B.E. Sales 

= 80,000 - 40,000 

,3 
24 

Non-Variable Costs) 

- Capacity In Percentage -

=, 40,000 ~.-
(Angle ollncidence) 

Illustration 39 : ~ ~311 q;) l{l't1i &TU ~ <fit
From the informations given below, show graphically : 

(I) wt~~ (B.E.P.)I 

(2) WS;lT:-~ (Margin of Safety) 

(3) ~ q;)vy (Angle oflncidence)I 

Output (Units) FC FC 

f f 

5,000 2,000 1,000 

10,000 2,000 2,000 

15,000 2,000 3,000 

20,000 2,000 4,000 

25,000 2,000 5,000 

y 

CD 10 :, 
C 
CD Iv 
> ... 8 CD O 

IX'. -
'C 0 6 C 0 
ta 8. 
!l .5: 4 
1/J 

Sales 

f 

2,000 

4,000 

6,000 

8,000 

10,000 

21 
0 u - L Fixed Cost Line 

0 5 

,.____. _ ___. _______ __._ _ __. f: Fixed Cost 
10 15 20· 25 X 

Output in Units (000) 

TC 

f 

3,000 

4,000 

5,000 

6,000 

7,000 



Formulae : Cost Volume Profit (CVP) Analysis 

l. Marginal Cost = Total Cost -Fixed Cost Or 

Prime cost+ Variable Overheads 

2. Contribution = Sales - Marginal Cost Or Sales x PN Ratio 

3. PN Ratio 
Contribution 

100 
. ~ 

100 ----X I.e., X 
Sales S 

or Sales - Variable Cost x I OO or Fixed Cost + Profit x I OO 
Sales Sales 
Profit Change in Contribution 

or or 
Margin of Safety Ratio 

Change in Profits 

Change Sales 

Variable Cost . 
or 

Change in Sales 
or -----1.e., 

Sales 

4. 

s. 

Sales= 
Contribution 

P/ V Ratio 

Break Even Point (BEP) 

(In ~ Fixed Cost 
P/V Ratio 

(or) 

(or) 
Fixed Cost x Sales 

Sales - Variable Cost 

(or) 
Fixed Cost -------x S.P. Per Unit 

Contribution Per Unit · 

(
. . ) Fixed Cost mumts------

Contribution Per Unit 

6. Margin of Safety= Total Sales- BEP Sales i.e., S-BEP 
Profit 

or----
P/ V Ratio 

7 M 
. f S ti R . Total Sales - BEP Sales . argm o a ety atto = --------

Total Sales 

Sales required to earn a desired profit 
,. _ Fixed Cost+ Desired Profit 
. - P/V Ratio 

8. Sales required to earn a desired profit 

In ~ = Fixed Cost + Desired Profit 
P/ V Ratio 

In Units 
Fixed Cost+ Desired Profit 

=---------
Contribution Per Unit 

9. Sales in units to maintain the present level of profit 
Total Contribution required 

IO. Profit 

Or 

= 
New Contribution Per Unit 

= (Sales x PI V Ratio)- Fixed Cost 

= Margin of Safety x PN Ratio 

V 
1--

s 
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~ a#,1 f.-ttcfi ~ 

(Theoretic I Questions) 

cftd 3t1-0Q ~ (Long Answer Type Questions) 
1. 'wt-~ fq1t<-'\<101· ~ cfll'T ~ t? ~ ~ cl,1 Ci) liRol3TI am (ii) ~an· cfil 
~~, 

2. ~ '&!T'CITT: ~ ~ ~ ~ 31A c.f@l ~ 3TI' cfiT ~ W. ~ ~ -f,r-'!' ~ ~ 
~ cfil~~~cfOR~I . 

3. ~-~ ~ cl>1 ~~I~-~~~~ cfil qOfJ ~ ~ ~ 
~~I 

4. P/V~~cfll'T~t? ~tl<lil'WTTTl~~f'<R-f'IA~qr~~~~~t? 
5. ~-~ ~ ~ aw:r cfll'T ~ f ? A'-1ff:lf&d q ~ ~ ~ 'tffi"cRA <fil Wi-~ ~. 

wlij'f-~ am 'ffi'll-'Wfi ~ cfll'T Jr'lTq ~ t-
< a) ~ ~ ~ -qftqcf;,, 
(b) qfh~J11tn<:-1 ~~~. 
( C) ~ ~ ~ 'l:!ftc@;r' 
(d) ~ -f4WJT ~ 'tlR«<R, 
(e)lITTJT~~I 

6. ~ ~ q;.ft cfil 'SNfq ~ 'ffi'll-~ ~ ~ q;ift , ~-~ ~ cfil ~ ~ am 
Wlij'f-~ cf>1 ~ -t'1' ' ~ ~ cf>1 ~ 'tt ~I 

7. ~-~ ~ cfll'T t? ~ ~ wm-~ ~ -;jf'@J.t? ~ ~ ~ ~ cfll'T ~ ~ 
~t?~~~I . 

8. 'ffi'q-m-q; cfll'T t? cfil(,-(!Acfi ~ cf,1 ~ ~~<AR <l>1 fcef'-1' 'cfiT ~I ~ M ~ 
~~~~~~cfi«llt? 

~ 3t1-0i.t ~ (Short Answer Type Questions) 
I. ~-~ ~ cf>1 ~3TI' ~ ~ I 

2. ~-~ ~ cl>1 ~3ll 'cfiT ~ I 

3. 'ffi'll-lIDIT ~ ~ ~'-l'RT ~ ~ t? ----- --------, 
cH1Ald ~ 

(Objective Type Questions) 

(A) ~fcf, RLilfc.tf&tt ~~t ~ ~-
1. ~-~ ~: ~ f.!st,'t ~ 1lfimo ~ ~ ~~~~ti 

. Profit 
2 Margm of Safety = ---x 100 

P/ V Ratio 

3. PN Ratio = Profit 
Sales 

4. Profit= Sales - Contribution 
Change in Profits of two Periods 

5. PN Ratio=----------- x 100 
Change in Sales of the same two periods 

. FC-VC 
6. PNRat10=--xlOO 

FC 
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1. ~-~ ~ ~ ~ ~ ~ tRT<IT m ~ ofUof{ iror t, < ~ > 
8. ~-~~*~<lil~TiR@"llf~t? (~) 
9. m'll "'qfc! ~ l1T3IT 3ITT: m\TI' ~~~qi)~ qi«fT t? ( ~) 
10. ~ <ig-~ 1filf ~ ~ ~-~ ~ ~ t, < mrar) 
11 . ~ oQ<U ii' cfiJft ~ m'll-lll:il ~ ii' t!tm: fr.l;-ln ~ ~ t, ( ~) 
12. WI-~ "'qfc! ffilfcf- "JITTT-m'lf ~ mo ffl t? ( ~) 
13. ~ "ffilTn 3ITT: ~ z;rrq <ii1 <WT a:mzyr lITffi t, (~) 
14. WI-~ ~ qil ~-mf.r ~-~ ~ '1ft ffi f1 ( ~) 
15. ~-lll:il "ti'~~ WI-~ ~ 3Wllfcra ~ f1 ( ~) 

(B) ftcffl' ~ aft ~ w)f31£)-
I. WI-~ "'qfc! ~ ~ ~ =tw 3ITT: ~ ~ t©,- ~ ~ ~ 'tU ···················· ~ 
~ t, < qfhJnf-,¥RH ~> 

2. cllf<lfqq, ~ q;y WI-~ 'ti\ am"°~ .. ................. ~ !1 ( ~-m-qf) 
3. mll'Rf ('ll1T"ct ~1-flc:fi(OI f ..................... (S-V = F± P) 
4. f.mi, ~ 3ITT: m\TI' ~ ~ &i..Jtiicc~··q;y ~ ······· .. · .... .. .... . <flm ~ !1 

< ffllra'-lffilT-ffl'q fa¥t'ltto1 > 
5. ~ liT3IT 3ITT: f.i'¢t q;y ~ ~ ~ q;y "!fT'CJi ~ ~ -q' ~ ... ................ ~ t, 

I <~-~w> . 
6. ~ q;y ~ liT3IT ~ ~ ~ cl'@I "!fT'CJi ..................... ~ t, ( 'ffl"f' ll'Ttn) 
7. ~ ~ cf;f qf<c:1tf➔ :tttcl ~ ~ ~ ..... ................ ~ !1 ( ~ ) 
8. 3lWGA q;y ~ ~ ~ ...... ............... ~ t, . ( Ml"'f-lffilT ~) 
9. WI-~ ~ q;) ..................... ~ '1ft ffi tr ( ';f ffl1i, ";J-grf.r) 
10. ~q;)~z;rrq~~~ ...... '. .... ········ ~cfiB'tl\ ~~~, 

. ( qfh,d-t¥ft("1 ~) 

(C)~~~-
1. w~rnftl!l l ~ ,tt ~ ~ t-

(a) ~ ~ -q' ~ ~ (✓) (b) qf<c:1tf1:tftcl "ffil'@ -q: ~ ~ 
(c) ~ 'ffi1@ -q' ~ ~ (d ) ~-lil31T -q' cfilft ~ 

2. ~-~ -q' ~ ~ ~-~ ~-
( a ) 1t1TTfcra -➔m moI f (b) ~ "fffi ~ f ( ✓) 
~~)~'al~~~ (~ ~~~m~f 

3. qfh1ti1:tncl 'cl11lffl' -qr~ ~
(a ) 3lWGA "'t1G ~ f ( ✓) 
(c) W~HWll ~ --.mft. f 

4. f1Tlf-lil31T ~ fflcf <fi«IT t

(b) ~ - lil31T ~ ~ ~ t 
(d) m"TI' ii'~ m -..mft f 

(a) ~ ~ q;y ~ ~ ~ (b) ~ ·ffi'l q;y ~ ~ ~ 
(c) ~ q;y ~ ~ ~ (✓) (d) qf<c:1tf➔ :tncl 'ffil@q;J ~ ~ ~ 

5. ~ ·m-rrm -q' ~ ~-
(a) "ffi'll-lil31T ~ "'t1G -;;J'@T f (b) WI-~~~ ( ~) 61 ~ f ( ✓) 
(c) we:rr-mirr -q' ~ 61 ~ f (d) ~ "'t1G ~ t 

6. ~~~m ~~m~-
<a>C=F < ✓ > (b)C>F 
(c)CcF (d )C= F+Px 
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1. <tR f.rsfa -en: qf<c1J1~ih.1 ffi7@)' cfiT ~ 10% t m ffi1l--i:rT51T ~ trrrr-
(a) 30% ( ✓) (b)25% 

(c)40% (d)30% 

8. forsift 50,000 ~' t IO 1ITTf ~' qf<c1J1~ft<1 ~ t 5 1ITTf ~. ~ oq-q t 40,000 
ffilr- 1ITTIT- ~ m-
(a) 25% 
(a) 50% ( ✓) 

(b)40% 

(d)75% 

ftn~l~cfi ~ 
(Numerical Questions) 

Contribution 

1. (i) f1..:ifc:.1f(<]d WAT3TI ~ 3ffiGR "'1 lJURT ~-

Find out the contribution from the following information : 

Total Sale 
Material 
Labour 
Direct Expenses 

(Ans. : t 2,000) 

(ii) f1i.:ifctforn ~ ~ ~ <tt TJURT ~

From the following data, Calculate Contribution : 
Sales 5,000 Units@~ 10 · 
Variable Cost@? 6 pef unit 
Fixed Cost 

(Ans. : t 20,000) . 

12,000 
6,000 
3,500 

500 

t 
50,000 
30,000 
15,500 

2. (i) -q_q; ~ qlf ~ ~ ~, "$at'~~ f.1¥-ifclf(<]d ~ 1lTta' "'1 ~ f1 ~ "'1 
l'flJRT ~I 

Following informations are obtained from the record of Y Ltd. in a certain year 
calculate Contribution: · 

(a)~~ (Fixed Cost) t 1,80,000; mf.f (Loss) t 30,000; (b) ~ mr@ (Fixed 
Cost) fl,30,000 <1T'll (Profit) t 20,000; (c) f.rnft (Sales) t 6,00,000 and PN Ratio 
40%. 
(Ans. : (a) t 1,50,000; (b) t 1,50,000; (c) t 2,40,000) 

(ii) f1i.:ifclf(<]d ~ ~ ~ "<tt TJURT ~-

Calculate Contribution from the following information : 
(i) Total Fixed Cost t 18,000; Total Variable Cost t 30,000; Total Sales t 60,000; 
Units Sold 10,000. 
(ii) Sales t 1,00,000; Total Cost t 90,000; Fixed Cost t 30,000. 
(Ans. : (i) t 30,000; (ii) t 40,000) 

l.,.P_r_o_fi_t--V-ol_u_m_e_R_a_tl_'o_o_r_P_N ___ R_a_ti.....,o I 
3. (i) H"1fclf(9d ~ ~ ~--i:mu ~ "'1 l'flJRT ~-



From the following data, Calculate Profit-Volume Ratio: 
Sales 7,000 Units @ f 18 per unit 

Variable Cost @ f 12 per unit 
Fixed Cost 

(Ans. : Contribution=, 42,000, , 6 per unit; PN Ratio= 33.3%) 

(Ii) f.lCi~foM ~ ~ "ffi"l-lITTIT ~ ctl lJURT ~

Calculate PN Ratio from the following information : 
(i) Sales, 1,20,000 and Variable Cost, 96,000 
(ii) Selling Price per unit f 100, Variable Cost per unit ? 60 
(iii) Sales t S,00,000, Profit 1,00,000 and Fixed cost f l,S0,000. 
(iv) Variable Cost Ratio 70% 
(v) Contribution per unit, 3 and selling price per unit f 5. 
(vi) Sales = S0,000 units @ , 10 per unit, Variable Cost ? 5 per unit, 

Fixed Cost f 40,000 

(Ans. : (i) 20% (ii) 40% (iii) 50% (iv) 30% (v) 60% (vi) 50% 
4. (i) f.iq ~ i 'ffl1J-1ITTIJ ~ '1'ff TJURT ~

From the following data, calculate PN Ratio : 

~ 
1,26,000 

84,000 
25,000 

Per Unit Total 

' " Fixed Costs 3,00,000 

Variable Cost 30 9,00,000 . 

Sales 30,000 Units 75 22,50,000 

(Ans. : PN Ratio = 60%) 

(ii) f.lCif~f&d ~ ~ ~ ~ "ffi"J-1ITT!l ~ ctr lJURl ~-

Calculate the Profit-Volume Ratio from the following results: 
Year Sales Profit 

2017-18 ?6,00,()09 ?70,000 

2018-19 t 7,S0,000 t 85,000 

(Ans. : PN Ratio = 10%) 
5. (i) G1 ~'cfjiq;ffGJ~3TI"'1~t. ~~~~~~t-

The Bhopal Co. Sells two products and related infonnations are available as follows : 

Product Sales Price 
(') 

Variable Cost 
(') 

P 25 15 

Q 40 20 * ~ ~~ ~ WlR -immt ~ ~ 3ITTIB ~ ~ 7JUAT ~I 
If equal quantities of each of these products are sold, Calculate the Average 
Contribution Ratio. 
(Ans.: Individual PN Ratio (P) = 40%; (Q) = SO%, Average Contribution Ratio (P) 
= 15.38%, (Q)= 30. 77%) ' ' 
(ii) 'ffiT ~@o 'ffl":t ~ P,Q (lftl R 'iRTffl cf ffl ft~~ i ~ ~ q,1 

ffi11'-lITTIT ~ cNI qii:q;ff q,J ~ ~'ll-lITTIT ~ ~ ~-
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Sweta Products Ltd. Produces and sell three produces, P,Q and R form the following 
data, calculate PN Ratio for each product and overall PN Ratio of the company: 

Product Units Sold S.P. Marginal Cost 
(per unit) (per unit) 

P 750 120 70 

Q 400 125 90 

R 600 50 40 

(Ans.: (P) = 41. 67%; (Q) = 28%; (R) = 20%, overall PN Ratio= 33. 82%) 

(Hint: %of Sales to Total Sales: (P)= 52.94%; (Q)= 29.41%; (R)= 17.65%). 
6. (i) ~ ~;m' ~ mil-ll1'51T ~ .tt ~ ~-

Calculate Profit-Volume Ratio from the following information : 

Aug. 2019 

Sept. 2019 

(Ans. : PN Ratio = 25%) 

Sales Profit(+)/ Loss(-) 
ro ro 

40,000 

1,00,000 

(-) 5,000 

(+) 10,000 

(ii) 3l, of, @o a:rm; ~ ~ s1.uq1f<cfi ~ ~ <fi«ft ti ~ ~;m' ~ mil-llf'51T 
~ ,tt ~ ~I 
A, B Ltd. places before you the following trading results. Calculate PN Ratio in the 

following: 

(A) Year 
2018 

2019 

(B) Year 
2018 

2019 

(C) Year 

2018 

2019 

(D) Year 
2018 

2019 

(E) Year 
I 

II 

Sales 

t 10,00,000 

t 15,00,000 

Sales 

t 90,000 

t 1,30,000 

Sales 

t 2,00,000 

t4,00,000 

Profit/Loss 
t 20,000 Loss 

t 20,000 Profit 

Sales 
t 2,00,000 

t 3,00,000 

Profit 

t 1,00,000 

,2,00,000 

Profit(+) Loss (-) 
_, 10,000 

+ t 10,000 

Cost 

t 1,40,000 

f 2,40,000 

Total Cost 

t 1,20,000 

t 2,80,000 

Loss 
t 50,000 

t 25,000 

(Ans. : PN Ratio; (A) = 20%; (B) = 50%, (C) = 50% , (D) = 20%, (E) = 25%) 
7. (i) mit-mm ~ .tt ~ ~

Calculate profit - Volume Ratio: 

Fixed Cost , 60,000, Profit , 20,000, Margin of Safety , 1,00,000 and B.E.P. 't 
3,00,000 

(Ans.: PN Ratio = 20%) 
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(Ii)~ ft.lo ~ WfiR <i>1 ~ O,P o'U Q cfiT ~ ~ ~ q;«fi f1 ~ ~ cfiT 
~ fiHi1l"f ~ 18%, 32% (l"l1 50% fr 4nArl1l<nt-1 ffillo; Q-fcrsi;,:J cfil 70%, 
P-fcffi;lf qjy 78% ~en Q-fcrsi;,:J cfiT 80%1 '!]~ oeu ~ ~-lITTIT 3ljCI'@ <i>11'fO'AI 
~I . . 

Binaca Ltd. manufactures and sells articles O,P and Q, Sales Mix Ratio of these 
articles are 18%, 32%and 50%. Variable Cost: 0-70%ofsales, P- 78%ofsales and 
Q- 80% of sales. Calculate overall and separate PN ratio. 
(Ans. : Separate PN Ratio of (0) = 30%, (P) = 22%, (Q) = 20% Overall PN Ratio 

= 22.44%) 
s. f.fq f<fflvT ~ ('ff1@ -qrm ~ lfi't 1'fO'AI ~am~ 3fTT@ q,1 ~ ~ f.fq q;) ~ 
~-
(i) ~~;(ii)~~· cfiT -m; (iii)~ qtf <i>1 qf<d1i<nt-1 clll@; (iv), 
1,50,000 <i>1 f.ml 1R ~; (v )' 30,000 ~~ cfiT JlTl<f ~ ~ f.ml ~ (vi)f75,000 ~ 
~ ~ f.rsfftr . 
From the following particulars, calculate profit volume Ratio with the help of that 
Ratio find out the following : . 
(i) Fixed Cost; (ii) Contribution for both the period; (iii) Variable Cost of each year; 
(iv) Profit when Sale are, 1,50,000; (v) Sales required to earn a profit of, 30,000 and 
(vi) Sales to have a contribution of, 75,000. 

Year 

2017-18 

2018-19 

Sales 

,2,00,000 

,2,40,000 

Profit 

'40,000 
, 60,000 

(Ans.: PN Ratio= 50%, (i) FC:;::, 60,000,, 60,000, (ii) Contribution=, 1,00,000, 
,1,20,000 (iii) VC =, 1,00,000, , 1,20,000, (iv) Profit= f 15,000, (v) Sales= 
, 1,80,000, (vi) Sales = f 1,50,000) 

9. f.fq ~air ~ 1'fO'AI ~-
Calculate from the following information : 

Year Sales 

Aug. 2019 '40,000 

Profit(+) Loss (-) 

(-)5,000 

Sept. 2019 , 1,00,000 (+) 10,000 

(i)~ lITTfl ~. (ii)~ oZA, (iii)~ f 15,000 cfil~'l ~ cfwU f ffl ferstt, (iv) 

~~ f l,50,000 tm~I , 
Profit Volume Ratio: Fixed Cost; Sales When Profit f 15,000; Profit When Sales is 
f 1,50,000. 
(Ans. : (i) PN Ratio= 25%, (ii) FC =, 15,000, (iii) Sales=, 1,20,000, (iv) Profit 
= f 22,500) 

10. ~ ~ cfiT ~ lITTIT ~ (PN Ratio) 60% fr qtf 2019 -q' ~ f 1,50,000 cfiT 
en (l"ll ~ ffi1ffi, 15,000 eftr ~ ~ ( ~) ~ qf<qtf1,H{1 ~. (if) ~ ~ 
<-m>, no ~. <1en <~> ~ ~ , 2,50,000 cfiT m 'ffl ~ lfi't m1 
The PN Ratio of Shanna Prakashan is 60%, During 2019 sales were f 1,50,000 and 
the fixed costs, 15,000. Calculate (a) Totai Variable Costs, (b) Total Contribution:, 
(c) Profit, and (d) Profit it sales are, 2,25,000. 
(Ans. (a), 60,000; (b), 90,000; (c), 75,000; (d), 1,20,000) 
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I Break-Even Point I 
11. (i) f.ti.tf~f&d ~ ~-~ ~ ~ ~-

Ascertain the Break-Even Point from the following : 

Selling Price ? IO per unit 
Variable Cost ? 6 per unit 
Fixed Cost ? 10,000 
Units produced ? 4000 units 

(Ans.: B.E.P. (In Units)= 2,500 units, B.E.P. (In~? 25,000) 

(ii) f.ii.tf("!f&a ~~~nm~ Ti~-~~~~-
Calculate Break Even Point in Units and Rupees from the following information : 

Fixed Cost ? 60,000 
Variable Cost ? 44,000 
Sales ? 1,10,000 
Units Sold 22,000 

(Ans.: B.E.P. (in Units)= 20,000Units, B.E.P. (in')=? 1,00,000 
12. f.rJ:;f fcrcR'un ~ ~-~ ~ "'1 1JUT;iT ~-

From the following particulars Calculate Break-Even Point : 
Selling Price per Unit ? 20 
Variable Cost per Unit ? 15 
Fixed Cost ? 54,000 

~ ~ 'Slfd ~ ~ m, ~'WI-~~ q;) q,q m 6,000 ~ cfqi ~ 
~~? 

What would be the seliling price per unit if the break-even units are brought down to 
6,000 units ? 

(Ans. : B.E.P. (in units)= 10,800units, SP=? 24) 

13. f.ti.tf{"ff&a ~ ~ ~-~ ~ "'1 lJUT;il ~

Calculate Break-Even point from the following information : 

(a) Sales? J ,00.000, Variable Cost? 50,000, Profit? 20,000. 

(b) Actual Sales ? 4,00,000, Margin of Safety ? 1,00,000. 

(c) Fixed Cost? 12,000, PN Ratio 30 ½ %. 

(d) Fixed Cost? 63,000, Variable Cost Ratio 30%. 

(e) Total Cost? 70,000, Fixed Cost? 30,000, Sales? 1,00,000. 

(f) Fixed Cost ? 4,50,000; Variable Cost ? 6,00,000; Profit ? 4,50,000. 

(g) Fixed Cost? 30,000, Total Cost f 1,20,000, Profit f 30,000. 

(Ans.: B.E.P. (a) f 60,000; (b) f 3,00,000, (c) 36,003.6, (d)? 90,000, (e) f 50,000, 
(f) f 7,50,000, (g) ? 75,000). 

14. 'Tffi( @o "'1 ~ ~ 10,000 ~ 'SI@ qf{ aRA "11 f1 qcfqA Ti~~~~ 
50% 11\ <fiTlf ~ m ti 31A q@ qff ~ ~ f-ii.iifq;a ~ t-
Puneet Ltd. has installed capacity of manufacturing 10,000 units p.a. It is presently 
operating at 50% of installed capacity. For the coming year, the budget is as follows: 
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Cost : 
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8,000 Units 

t 
Direct Materials 7 ,80,000 
Direct Wages 60,000 
Factory expenses 80,000 
Administrative expenses 25,000 
Selling expenses 20,000 

Profit 1,00,000 

~ ~ Cf'U fcm;-q ~ 40% oqi qf<c1J1~ft~ ~I~-~ ~ ffl JITTfffif "'1 '1T11RT 
<tit, 
Factory and selling expenses are variable to the extent of 40%. Calculate B.E. 
capacity utilisation per cent. 
(Ans.: SP per unit =f 133.125, VCper unit =f 110, FC = f 85,000, B.E.P. (in units) 
= 3,676, Capacity B.E.P. (%) = 36. 76%. 

IS. (i) A person plans to sell a toy rocket at the State fair. He may purchase these rockets 
at fJ.50 each with the privilege of returning all unsold rockets. The booth rental is? 
1,400, payable in advance. The rocket will be sold at f 6.30 each. How many rockets 
must be sold to break-even ? 
~oef<ffl~~ -q'"{ ~~ ~ ~ fcffi;-qcf,l ~oR@Tff ~~ ~~ 
ch1 cfl1ram~ ~~W~l::J~ <h1 f3.50 cf>l~-q't ~~~fl~ 
(Booth) cfil~f 1,400 t;;n~amrir~~t, ~f6.30"'1~~~~, 
~-~ ~ ~ fct;<R ~ ~ '11A ~? 
(Ans. : B.E.P. (in Units)= 500 units, B.E.P. (in f) = f 3,150) t) 1(cfflT ~ "'1 ll'ffl ~ ~ cfiT ~ I0,000~ ~ cfiTlf -m -q"t RJ;J ~ 

Break down of cost per unit at an activity level of 10,000 units of Prakash Limited is 
as follows: 

Raw Materials 
Direct Wages 
Direct Expenses 
Variable Overhead 
Fixed Overhead 
Total Cost per unit 
Selling Price 
Profit per unit 

~-~ "$ ~ f.fia;n~ ~ ~? 
How many units must be sold to Break-Even ? 

' 10 
8 
2 
4 
6 

30 
32 

2 

(Ans.: VC per unit= f 24, FC = f 60,000; C = t 8. per unit, B.E.P. (in units)= 7,500 

units) 
16. (i) ~~~RJ;f~~~-~~~~-

From the following particulars of a company, Calculate the Break-Even Point: 
t 

Sales 1,00,000 
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Variable Costs 
Profit 

(Ans. : FC = f 30,000; C = f 40,000, B.E.P. (in ~ f 75,000). 

(ii) H'-if{'!f@l ~ ~ ~ ~ ~ m-i:rT ~ ~ ffl it~~-
Find out Break-Even pant in ~ from the following results : 

2017-18 
Ct) 

Sales 5,00,000 

2018-19 
(~ 

4,50,000 

Profit 50,000 40,000 

(Ans. : PN Ratio= 20%, FC = ~ 50,000, B.E.P. (in~= ~ 2,50,000) 
17. (i) f.li.:iRif&d ~ ~ ~ ml{1 ~ ~ ~ ~-lITTIT 3"fTI@ ~ ~-

60,000 
10,000 

From the following data, find out Break-Even Point and PN Ratio. ~ 

Selling Price per Unit 20 
Materials per Unit 8 
Labour per Unit 4 
Variable overhead per Unit 2 
Fixed Cost 6,000 
Units Produced 1,500 

(An_a. : B.E.P. (in unit)= 1,000 Unit, B.E.P. (in ~ = ~ 20,000, PN Ratio= 30%) 

(ii) ~ f.tiifulcfidf ''Q,<ffi', ~•, ti~ 'ts' <iFf ~ -~•H~ t ~ "ffi1@ ~ f.rsn'1 ~ ~ 
f1'-if{'jRsld 't- · 

The following are the Cost and Sales data of a manufacturer selling three products 
X,YandZ: 

Selling Price per Unit Variable Cost per Unit % of Rupee Sales 
Ct) ~ Volume 

X 4 3 20 
·Y 5 4 40 

z 8 6 40 

RttraT ".tt 6:{qffl (Capacity of manufacturer) - f 15,00,000 Total Sales Volume 

~ f~< "ffi1@ (Annual Fixed Cost) - f 2,30,000 

~~(Find Out) : 
( 31) ~-~ ~ it (Break-Even Point in f) 

("if) 6jqffi ~ 80% 'q'{ ~ 1:Jl ffi (Profit or Loss at 80% of Capacity) I 

(Ans. : OverallPNRatio= 23%;(a)B.E.P. (in~=~ 10,00,000, (b) Profit=f 46,000) 
18~ (i) f.li;if~f&d ~ ~ t-(The following information is available) : 

Year Sales Profit/Loss(+)/(-) 

m <~ 
20 i 8 I 0,00,000 + 60,000 

2019 6,00,000 - 20,000 

w:f-~ ~ cfil TfURT ~I (Calculate Break-Even Point). 

(Ans.: PN ratio= 20%, FC = ~ 1,40,000, B.E.P. (in~= f 7,00,000) 
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(ii) (A) f.ii..if<:'!Rlid ~ ~ WR ffil@ cfil 1fO'AT ~

Calculate Fixed Cost from the following data : 

(I) Sales~ 2,00,000, Variable Cost~ 1,00,000, Profit~ 30,000. 

(2) Sales t 5,00,000, Variable Cost t 4,00,000, Loss t 50,000. 

(3) B.E.P. t 4,00,000, PN Ratio 400/4. 

(4) Contribution~ 6,00,000, Profit~ 2,00,000. 

(B) qflc:1tf.wftl1 "ffi'l'@ cfil TfVRT ~- (Calculate Variable Cost) : 

(I) Sales t 2,00,000, Contribution t 15,000. 

(2) Sales t 3,00,000, Fixed Cost t 1,00,000, Profitt 50,000. 

(3) Material t 1,00,000, Wages t 75,000, Other Variable Exp. t 50,000. 
(Ans.: Fixed Cost: (I) t 70,000; (2) t 1,50,000; (3) t 1,60,000; (4) t 4,00,000 

Variable Cost: (1) t 1,25,000; (2) t 1,50,000; (3) t 2,25,000) 
19. ~q;-i:q;fiarq;Jf~f3ITT!fcr~cfft~~~t,~~tl'q*~ 16,000~ 

qjJ~m~cfi«iTtmt10Jl'fcJ~mmmt1*1,T51140,ooo~cfqj~ 
~ ~ m q;-i:q;ft "s JI'@~~ 31F-tr cfi«iT t, ~ m ~ ~-q ~-~ ~ 
cfft Tf'O'FIT ~ I 
A company sells its product at t30per unit. In a period, if it produces and sells 16,000 
units it incurs a loss of t IO per unit. If the volwne is raised to 40,000 units, the 
company earns as profit of ts pr unit. Calculate Break -Even Point both in terms of 

· rupees as well as in units. · 
(Ans. : PN Ratio= 66½ %; B.E.P. (int)= t 7,20,000; B.E.P. (in units)= 24,000 

Units) 
20. Calculate from the following data (i) the volwne of the output at which the business 

breaks even and (ii) the percentage of capacity at which it break even : 

Budget for year 
2019 Based on 
100% Capacity 

m 
Direct Wages 2,09,964 
Direct Materials 2,44,552 
Works Expenses 1,81,820 
Selling and Distribution Expenses 61,188 
Administration Expenses 30,000 
Net Sales 8,40,000 

Estimated 
.Shutdown 
Expenditure 

(t) 

93,528 
40,188 
20,508 

f1'1@f&d ~ ~ Tf'O'FIT ~ (i)~ 1,T511 qiJ ~ ~ ~ 'o!lcmfll' ~-~ cf>«IT 
t m (ii)~ Jl'@ffil ~ -q"{ ~ ~-~ cfi«fT t, 

~Ill~ 
~ey~ 

cfi14llllcil ~ 

2019 ri~~ ~:1q1f.Ht qjl"q'-
~100% ~~(f) 

~~ 
am:rrfur(f) 

2,09,964 

2,44,552 

1,81,820 93,528 
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~~fc@"{"O'JoQ"<J 

~o!l'<J 

~ f.Ufft 

61,188 

30,000 

8,40,000 

40,188 

20,508 

(Ans.: Marginal Costs =f 5,73,000; Contribution= n,66,700; FC = f 1,54,224; Net 
Profit= f I, 12,476; B.E.P. {in~ f 4,85,745; B.E.P. as a percentage of full capacity 
= 57. 8%). 

21. From the following data calculate Profit-Loss B.E.P., Cash B.E.P. and Income B.E.P. 
f.1i.tf~f&d ~~ ~'-m lflf-~ ~, ~ lflf-~ ~ a'lf 3Wf lflf- ~ 

~ cfi1 TJ1l'RT cfi"U-
· · ·. ·· Selling Price' .. '. 

Trade Discount 
Variable Cost . 

· · Fixed Costs fucluding f 90,000 for depreciation 

Loan Instalment 
Dividend on shares · 
Corporate Tax Rate 60% 

f 1,250 per unit 
4% 

f 900 per unit 
f 12,00,000 
f 2,00,000 
f 1,20,000 

(Ans. : (a) Profit-Loss B.E.P. (in units) == 4,000 units; (b) Cash B.E.P. (in units) 
=4,367 units, (c) Income B.E.P. (in units)= 5,367 Units) 

' I Margin of Safety I 
~2. (i) Hi.t@f&d ~ ~ Wlffl mlll ~ q;t_ 

From the following information, Calculate Margin of Safety : 
Year · 2018 

. P.V. ·Ratio 20% 
Profit f 40,000 

[Ans. For 2018 f 2,00,000, For 2_019 f 1,50,000] 

(ii) M ~ -q Wlffl qft mlff qft lfOFfl ~-

Calculate Margin of Safety in the following cases : 

(1) Profit f 15,000, PN Ratio 40% 

(2) Sales f 2,00,000, Contribution f 50,000, Fixed Cost f 60,000 

(3) Sales f 1,00,000, Fixed Cost f 20,000, Variable Cost 6()0/ci of Sales 
(4) Sales f 4,00,000, % of Margin of Safety to Sales 40% 

(5) Sales f 6,00,000; B.E.P. f 9,00,000. 

(6) Sales= 40,000 Units; B.E.P. = 30,000 units 

2019 
40% 

?60,000 

(Ans.: Margin ofSafety=(l) f37,500; (2) Nil; (3) f 50,000; (4) f 1,60,000; (5) There 
is no margin of safety because actual sales is less than B.E.P. Sales; ( 6) 10,000 Units). · 

23. (i) f.t1:;f ~3TI' ~ ~ ~-( i) W~-mlll m ~ ~- -q: : (ii) Wlffl-mlll ~ 
-q·_ 
From the following information calculate : (i) Margin of Safety in rupees and units 
(ii) Margin of Safety Ratio : 
~ cfi1 JI@~~ (Cost ofMaterial per unit) f 20, l31lt cfi1 JI@~~ (Cost of 
Labour per unit) f 10, qfhHf•Wilct olf<lT cfi1 JI@~ ffil@ (Cost of Variable overhead 
per unit) f 10, JI@~~~ (Selling price per unit) f 50, ~ ~ ~ w:rq 

http:1,00,0.00
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~ ~ t 4,000 (Fixed overheads for the period are t 4,000), q!f ~ ~. 2,000 ~ 
~ (Im ~ l'J"m eft1 ( Units produced and sold during the year 2,000). 
(Ans.: Margin of Safety (in Units)= 1,600 Units; Margin of Safety (in~=? 80,000; 
Margin of Safety Ratio= 80%) 
(ii) ~ ~ ~ ~ f.ictf~forn ~ cft t
A company gives you the following information : 
f.fsl>1 (Sales) (50,000 Units) t 3,00,000, Variable Cost t 1,20,000, ~ mr@ (Fixed 
Cost tl,50,000, Tf11RT ~I (Calculate). 
(i) ~-~ ~ (Break-Even Point), (ii) 'ffi'q-lITTfl 3lJtT@ (PN Ratio), 
(iiHWl\:TT-'Wn (Margin of Safety). 
(b) 'ffi1:f-~ ~ n'TT w~ ~ <tt TfURT ~-

Calculate PN Ratio and Margin of Safety if: Fixed cost t 7,000, Profitt 3,000, Sales 
?50,000. 
(Ans. : (i) B.E.P. (in~=? 2,50,000; (ii) PN Ratio= 60%; (iii) Margin of Safety= t 

· 50,000; (b) Variable Cost = t 40,000; (i) PN Ratio = 20%; (ii) B.E.P. Sales = t 
35,000; (iii) Margin of Safety= fl5,000) 

24. (i) R;:;J ~ ~ Wl\:TT ct,'l miu ct,'l Tf11AT ~-

Calculate the Margin of Safety from the data given below: 

Sales 
Total Costs 

Fixed Costs 
Variable Costs 

Profit 

XLtd. 
t 

2,00,000 
1,60,000 

40,000 
60,000 

1,00,000 

YLtd. 
t 

2,00,000 
1,60,000 

40,000 
1,00,000 

60,000 
Total Costs 1,60,000 1,60,000 

(Ans. : Margin of Safety (X Ltd.)= t 80,000; (Y Ltd.)=? 57,142.86) 

(ii) f.lctfc.1f(llt1 ~ ~ ~ ~-( i) ~-~ ~. (ii) 'ffi'q-lITTfl ~. 

(iii)~ cf>1 mlU ~(iv) W~ q;'t mlU ~ 'Sl@'ffifl 
From the following data calculate : (i) B.E.P., (ii) PN Ratio, (iii) M.O.S. and 
(iv) Percentage of Margin of Safety. 

Year 2018 Year 2019 
f f 

f.fsl>1 (Sales) 4,00,000 7,20,000 

~ qf<c:4tf1itilH lffi7@ (Total Variable Cost) 3,00,000 4,00,000 

~ (Profit) 40,000 80,000 

(Ans.: 
Year 2018 Year2019 

B.E.P. (in~ f 2,40,000 f 5,40,054 

PN Ratio 25% 44.4% 

M.O.S. f 1,60,000 f 1,79,946 

%ofM.O.S. 40%, 25%) 

http:57,142.86
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25. ~~TITlfift;ro 3ffimfil@o ~"ITTWliRci>1~~"ITT~-q'fcmi<lcfi«IT"tl ffl 
~3fl<l'fclcRur:w@qtf~~f.rt-JWfi"Rt-

Two Companies Gopi Ltd. and Rakhi Ltd. Sell the same type of product in the same 
ktTh'bd tdl ti h d mare err u 1ge e ncome statement or t e next vear are as un er : 

Gopi Ltd. Rakhi Ltd. 

f f 
Sales Gopi Rakhi 5,00,000 5,00,000 

Less: Variable Cost 4,00,000 3,80,000 
Fixed 50,000 70,000 

Cost 
41501000 41501000 450,000 450,000 

Budgeted Net Profit 50,000 50,000 

(i) 

(ii) 

(iii) 

~ ~ clw'1' f-(Y ou are required to Calculate) : 

~ cfittRl cfil "f!N-l=IBIT 3lj'1@, Wi-~ ~ "ffilT We:TI ~I 

PN Ratio, B.E.P. and M.O.S. for each company. 

Ans. 
Gopi Ltd. Rakhi Ltd. 

PN Ratio 20% 24% 
B.E.P. (inf) f 2,50,000 f 2,91,667 
M.O.S. f 2,50,000 f 2,08,333) 

Sales For Desired Profit 

26. co f.1'1f(1f(9a ~arr l) ~ ~fcmi<l lITTTI f.fmttr ~ ~ ~ mq t so,ooo t
from the following informations determined required sales if desired profit is 

f 50,000: 
Fixed Expenses f 25,000 
Variable Cost per unit f 10 
Selling Price per unit f 20 

(Ans. : PN ratio= 50%, Required Sales (in~= f 1,50,000; Required Sales (in units) 
~.soo units) 
01> ~ ~arr ~ wm: 'tf\ qflffif 'ffi'q ~ ~ f.rstt qft um qft lJ11Al ~

ca1cu1ate sales in rupees for desired profit on the basis of following informations : 
(a) Fixed Cost f 10,000, Sales f 50,000, Variable Cost f 30,000. Desired profit 

f 5,000. 
(b) Fixed Cost f 30,000, Desired profit f 15,000, PN Ratio 30%. 
(c) Fixed cost f 10,000, Selling Price f 20 per unit, Variable Cost f 15 per unit, 

Desired profit f 1 per unit. 
(Ans.: Sales= (a) f 37,500; (b) f 1,50,000; (c) f 50,000) 

27. WR ffiTfd f 8,000; ~ 'ffi'l f 2,000; ~-~ f.rnft f 40,0001 qlfdfqcfi f.rnft ~ 
~I 
Given: Fixed Cost f 8,000; Profit earned f 2,000; Break Even Sales f 40,000.Find out 
actual Sales. 
(Ans. : Actual Sales = f 50,000) 
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28. (a)~~~~ ~-Find out from the following data : 
(i) "ffi'll-lITTIT ~ (PN Ratio), (ii) t 60,000 .Jl'ra cN 'ffi'll <PiR ~ ~ fcffi;<J cf>'t lITTIT 

(ffl ~ ~) (Sales Volume (in Rupees and units) to earn profit ~ 60,000 per 
year). 
~ ~ (Selling Price) t 20 per unit, qftqif1:tne1 f.raj-uy c'fT'1"o (Variable 
manufacturing cost tl l per unit, qf<qcf1:tne1 ~ ~ (Variable Selling 
Overhead) ~ 3 per unit, ~ cfiTraAT ~ 

(Fixed Factory Overhead) ~ 5,40,000 per year, ~ ~ ~ (Fixed Selling 
Overhead) ~ .52,000 per year. 
(b) f.ri=l' ~ ~ ~ ~ ~-(Calculate Sale from the following data) : 

Fixed cost ~ 30,000, Loss ~ l 0,000, Break-Even Point ~ 40,000. 

(Ans. (a) PN Ratio = 30%; Sales (in Units) = 1,42,000 Units; Sales (in ~ = ~ 
28,40,000 (b) PN Ratio= 75%; Sales (in~= 26,667) 

29. 3lN<til ~ ~ f.t'-lfo1fo1e1 ~ ~ fsmft cf>'t lITTll cf>'t l'fU'RT q;-f.f ~ ~ ~ 3W~ cf;«fl 

t-
The Sales Director of your concern requires you to compute the sales volume in 
order to: 
(a) °Wi-~ ~ (Break-Even Point), (b) Jl'fu ~ ~ 4 'ffi'll ~~(Make a profit of~ 
4 per unit) (c) ~ 'tR 30% 'ffi'll ~~ (Make a profit of30% of sales) (d) ~ 'tR 
I 0% '1f.r ~ ~ (Make a loss of l 0% of sales) 
~ "qi1f ~ ~ ~ ~. "fl'~ &RT R'<fiIB ~. f.li.:if('if@a ~-

The cost data of your firm as computed by the Cost Accountant are as below : 
M (Sales) ( l 0,000 units)~ l O per unit, qf<qo1llfle1 ffll@ (Variable Cost)~ 5 per unit, 
ft:l!R ~ (Fixed cost)~ 30,000 
(Ans.: (a) B.E.P. (in~==~ 60,000; B.E.P. (in Units)= 6,000 Units; 

(b) Sales (in~= f 3,00,000; Sales (in units)= 30,000 Units; 

(c) Sales (in~=~ 1,50,000; Sales (in units)= 15,000 Units; 

(d) Sales (in ~ = f 50,000; Sales (in units) = 5,000 Units) 
30. ~ ~ ~ 1ITTl' ~ 3,00,000 t ";;Jl ~ ~ ~- fc1f.14)if-ild ~I ~ ~ ~ 'tR 15% q;y 
~ ~ t1 <ffltlR ffll@ ~~~~~~mm t fctl~ qf<~H.11 q,1 
qf<qfl1ll~e1 "ffi1@ ~ q;y 60% 'l'ftJT ~ H'° ~ 75,000 'q'Jfijq;- t1 ~~an~ 31Ttm: 'tR 
f.lAfctf&a ~ ~-
( a1) ~-~ ft:?ml ~ m tfl fcf;-tRt ~ 'J:{f5JT qi') 3llql(<!cfia1 m? 
("') 3ltA fc1f1<fl"11 'ti'\ 15% ~ ~ ffl tfl fcf;-tRt ~ 'J:{f5JT qi') 6-llql(<!cfidl m? 
<~) filsf,1 'ti'\ 30% 'ffi'll 3lm m ~ ~ fcf;-tRt f.mi1 ~ m? 
Sri Prakash has a sum of~ 3,00,000 invested in business. He wants a 15% return on 
his money. From an analysis of recent cost figures, he finds that his variable cost of 
operation is 60% of sales and fixed costs are f 75,000 per annum. On the basis of this 
information answer the following : 
(a) What sales must be obtained to break-even? 
(b) What sales must be obtained to earn 15% return on his investment ? 
( c) What sales will be needed to earn 30% profit on sales ? 
(Ans. : (a) B.E.P. (int}=~ 1,87,500; (b) Required Sales= f 3,00,000; (c) Required 
Sales to earn 30% profit on sales= ~ 7,50,000) 
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Effect of Change in Fixed and Variable Cost on B.E.P. and Sales 

31. ~o ~~~Rm~ f1¥-lf~f<litt ~ JIB<J 'q,1 l'J"{ t-
The following infonnation is obtained from the records of M. Co. Ltd. : 

~ (1,00,000 ~) Sales (1,00,000 units) 1,00,000 

qf<,·nf1:t~l.'I '(111@' (Variable cost) 60;000 

~ '(111@' (Fixed Cost) 30,000 

(31) ffi'l-lfflU ~'"{=I'll-~~~ W:llll-~ ~ ~ 'll'{ ~ ~I 
(a) Find PN Ratio, Break-even point and Margin of Safety at this level. 

(ii) H'-'t@f<!itt ~ Jl"lfcl' 'q,11"j'O'Rl ~ (Calculate the effect of) : 

( i) ~ ~ ~ 20% 'q,1 ~; 20% increase in Selling price; 

(ii) ~ lfflU ~ 5% 'q,1 cfi"lfi, 5% decrease in sales volume; 

(iii) ~ 'ffiTffi ~ I 0% 'q,1 cfilU; ~ I 0% decrease in fixed cost, and 

(iv) qf<i::ld•ilincl ~ ~ 10% 'q,1 cfilUI 10% decrease in variable cost. 
Ans. : PN B.E.P_ Margin of 

Ratio 
(f) 

(a) Present Level 40% 75,000 

(b) (i) Due to 20% increase in S.P. 50% 60,000 

(ii) 5% decrease in Sales volume 40% 75,000 

(iii) I 0% decrease in fixed cost 40%, 67,500 

(iv) 10% decrease in variable cost 46% 65,217 

32. Fixed Cost , 1,00,000 

Selling Price per unit , 10 

Variable Cost per unit , 6 

(a)~~ 31NR 'll'{ "{=I'll-~~ (~ ~) ~ ~I 

Find out B.E.P. (in units) on the basis of above facts. 

(b) ~ fcti f.p:;J Gfflan' ~ "{=I'll-~ ~ ~ ~ Jl"lfcl' mt
State that what will be the impact on B.E.P. under following cases : 

(i) ft::rR 'ffiTffi ~ 10% 'q,1 cf.; (Fixed Cost increase by 10%) 

(ii) qR.i::ld-Wncl ~ ~ 10% 'q,1 cf,; (Variable Cost increase by 10%) 

(iii)~~~ 10% 'q,1 cfilU (Fixed Cost decrease by 10%) 

Safety 
(f) 

25,000 

60,000 

20,000 

32,500 

34,783 

(iv) qf<i::ld1:tncl ~ ~ 10% 'q,1 q;-a:ft (Variable Cost decrease by 10%) 

(v) ft::rR 'ffiTffi ~ 1001o q,1 q;-a:ft, ~ qf<i::1J1:tflcl ~ ~ 1001o q,1 cf.; 
(Fixed Cost decrease by 100/o but Variable Cost increase by 10%) 

(vi) ft::rR 'ffiTffi ~ 1001o q,1 cf.;,~, qf<i::ld-1:tncl 'ffiTffi ~ to% q,1 cfilfi 
(Fixed Cost increase by 10% but variable Cost decrease by 10%) 

(Ans.: (a) B.E.P. (units)= 25,000 Units (b) (i) 2,500 units Increase; (ii) 4,412 units 

increase; (iii) 2,S00 units decrease; (iv) 3,261 units decrease; (v) 1,471 units increase; 

(vi) 1,087 units decrease) 
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33. A company has prepared the following budget estimates for the year 20 I 8-19 : 
~ <PXFft ~ 2018-19 cflf ~ ~ f1'1f{;'!f<s1a ~ ~ ~ fc!;-q t-
Sales (units) (~-~ ~) 15,000 

Fixed Expenses (WR ol{"q) ? 34,000 

Sales Value (~ 'Um) ? 1,50,000 

Variable Costs ( qf<c1ct•Wi'l(1 H) ? 6 per unit 

Compute the PN Ratio, Break-even point and Margin of Safety in each of the 
following cases : 
(a) Increase in variable costs by 10% 

(b) Increase in sales volume by 2,000 units; 

(c) Increase in fixed costs by f 6,000. 

f.1"'1R1f&a. ~ ~ '4', mi:r-lITTJT 3lJ1ml, ~-~ ~ am we:n m q,l TJ1l'AT 

( 3') qftqtf1l(i'1(1 ffil@I' ~ 10% cf,1 <pt; 
(of) ~ 1ITTIT '4' 2,000 ~ <l>l <pt; 
(~) ~ "(1l1@I' ~- f 6,000 <l>l <pt, 
(Ans. : (a) 34%; f l,00,000, f 50,000; (b) 40% f 85,000; f 85,000; (c) 40% f 

1,00,000; f50,000) 
34. The fixed costs of a business are f 20,000 per year and variable costs are 60% of sales. 

Calculate the break-even point of the business under each of the following change: 
(a) When fixed costs are increased by f 5,000. 

(b) When variable costs become 50% of sales. 

(c) When sale price is increased by 200/4. 

( d) When sale price is decreased by 20%. 

~ ~ ct\ ~ ~ f 20,000 m<fi t ~ qft~l'f-il(i'l('f fi' f.mft ct\ 60% t, 
A"'i~l'tl<t ~ l!fulcR ~ Qi(1fqM ~ cfil ~-~ ~ ~ ~-

( 3') ~ ~ "(1l1@I' '4' f s,ooo q,l wt m ~, 
(of) ~ qf<c1a-wnt1 ffll@ ~ q,l so% m ~, 
(~) ~ ~ ~ ~ 200/4 ~ lt -:JiTlfl 

(G) ~ ~ ~-q 20% q;ifi ~ ~I 

(Ans.: (a) f 62,500; (b) f 40,000; (c) f 40,000; (d) f 80,000). 
35. The following are the details of a company (Shailendra & Shalini Ltd.) : 
~ ~ (~ am wm @o) ~ ~, H"'1R1f©a t-

Fixed Cost (~ "ffil@) f 2,00,000 

Variable Cost ( 4Rcld-il(i'lt1 ~) f 6 per unit 

Sale Price(~~) f 10 per unit 

(a) Calculate B.E.P. on the basis of above noted figures . 

(b) What would be the position ofB.E.P. in the following conditions: 

(i) Fixed costs increase by 10% and variable costs decrease by 10% 

(ii) Variable costs increase by 20% and sale price increase by 10%. 
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(iii) Fixed costs decrease by 10% variable cost decrease by 10% and sale price also 
decrease by 10%. 

(37f) ~ ~ ~ ~ ~ 31T'Effi: -q-i: ~-~ ~ cfil 1Jl1RI ~I 

(~) f.li..if~fo~a ~an~ ~-~ ~ cfi1 ~ ~ m-
(i) WR ffiT@ 10% * ~ ~ 3lh: qfo,~J1:tn<:1 ffiT@ 10% *mt, 
(ii) qf<:qJ1:tn<:1 ffiT@ 20% * ~ t 3ITT ~ ~ 10% *~ti 

(iii) WR ~ .10% ~ l.fl<ft ~. qflc.a•wft<1 tifTT@ 10% * m ~ o~ ~~'Ill 
10%~ "Eg(fJ ti 

(Ans. : (a) 50,000 units (b) (i) 47,826 units (ii) 52,632 units (iii) 50,000 units) 

~~g3TT~"Q'tffl'1cift1TUAT 
(Calculation of Profit, When Sales is given) 

36. f1i.:if~forn ~ ~ ~ Gffl ~ ~'q ctt UM ~ ~-
Make an estimate of the amount of profit under each of the following conditions : 

(i) ~ ~ 5,oo,ooo, WR~, 1,00,000, qftc1tf1:tft<1 ~ ~ 3,00,000. 

Sales~ 5,00,000, Fixed Cost, 1,00,000, Variable Cost~ 3,00,000. 

(ii)~~ I0,00,000, ~ ~, 8,80,0001 

Sales, 10,00,000, Total Cost, 8,80,000. 

(iii)~, 2,00,000, ~ ~ qftclcf1:tild ffil@ q;y mm 75%, WR~~ 12,500 

Sates f 2,00,000, Variable Cost to Sales Ratio 75%, Fixed Cost ~ 12,500. 

(iv)~ ,4,0o,ooo, ~'ll-~ 3TTITT'f 30%, WR~ ,40,0001 

Sales , 4,00,000, PN Ratio 30%, Fixed Cost f 40,000. 

(v) ~ 12,000 ~. ~~>1fu~ ,20, qf<c1J1:tftcl ~>1fu~ ~ 15, WR 
~~0,0001 

Sales 12,000 Units, Selfing Price per unit~ 20, Variable Cost per unit~ 15, Fixed 
Cost , 30,000. 

(vi)~, 2,00,000, WR~, 40,000, ~-~ ~, 1,00,0001 

Sales~ 2,00,000, Fixed Cost~ 40,000, Break-Even Sales~ 1,00,000. 

(vii) W~ m1!T' 1,00,000, ~-~ 3lTJ@' 20% I 

Margin of Safety, 1,00,000, Profit Volume Ratio 20%1 

(viii) w~ m1II 3lTJ@' 20%, fcffi;1.J i:I qfl.c1d1:tft<1 ~ q;y Jlmla 60%, ~ ~ 1,25,000 I 

Margin of Safety Ratio 20%, Variable Cost to Sales Ratio 60%, Sales~ 1,25,000. 

Ans.: (i) ~ 1,00,000, (ii), 1,20,000, (iii)? 37,500, (iv)~ 80,000, (v)? 30,000, (vi)~ 
40,000, (vii)? 20,000, (viii)? 10,000. 

1 ~ fflmr ~~ (Calculation of Fixed Cost) I 

37. f1i.:if(."1[lge1 ~ Gffl ~WR~ ctt ~ ~
Calculate Fixed Cost in each of the following cases : 
(i) ~ , 50,000, ~,:i , 6,000, qftc1tf1:tfl<1 ~ ~ 20,000. 

Sales, 50,000, Profit~ 6,000, Variable Cost~ 20,000. 
(ii)~~ 1,20,000, ~ ~ 72,0001 

Contribution~ 1,20,000, Profit~ 72,000. 
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(iii) ~-~ ~ 2,500 ~' ~ ~ ~ t 41 
Break-Even Sales 2,500 Units, Contribution per unit i 4. 

(iv)~-~~' 80,000, "ffi'll-lIDIT 3TjtT@ 20%1 
Break-Even Sales t 80,000, PN Ratio 20% 

(v) ~-~ ~ 80%, ~ 3fflGR t 15,0001 

Break-Even Sales 80%, Total Contribution t 15,000. 
(vi) ~ , 75,000, ~ ~ qfh1a1~n~ ~ q;f ~ 60%, ~-~ ~ 25%1 

Profit, 75,000, Variable Cost to Sales Ratio 60%, Break-Even Sales 25%. 
(vii) ~ , 5,oo,ooo, fcmi<I' ~ qn_c:1a1~n(1 "ffil@ q;y ~ 40%, wan m-in 60%1 

Sales, 5,00,000, Variable Cost to Sales Ratio 40% Margin of Safety 60% 

(vii) q1f (Year) ~ (Sales) ~ (Profit) 

2018 50,000 '6,000 

2019 75,000 ,21,000 

Ans. : (i) , 24;000, (ii) , 48,000, (iii) , 10,000, (iv) , 16,000, (v) , 12,000, 
(vi) , 25,000, (vii) ,1,20,000, (viii), 1,20,000, (viii), 24,000. 

- -

I MISCELLANEOUS NUMERICAL QUESTIONS 

38. (i) ~ ~ q1f 2019 ta~ f.1i..Jf~~d ~ ~ cfl«IT -
Rakesh Ltd. provides you the foHowing informations for the year 2019 : 

Jfwtr~d ~art?.l"ff 
(First Half Year) 

(t) 
(Second Half Year) 

(t) 
~ (Sales) f 1,00,000 f 1,40,000 

~ (Profit) f 36,000 f 56,000 

~ lffiij ~ f<fi ~ aT.l! ol"'f 'q' ~ "R ~ ~ ~ t, ~ f.t'-1f!Hf-0;tt1 cfft 7J11Rl 

~t-
y ou are required to calculate the following, assuming that the fixed costs remain 
constant during each of the half year : 

(a) ~ cf!'.f mt (.f'ff•l't:iij~ ~ ~ t{{~ ~ (Break-even Point and Margin of Safety for 
the whole year). 

(b) 'ffi'llffiR <f>1 'tcfi'I' ;;Jil" qf.f ta fcmi<I', 3,90~000 it (The amount of profit/loss when sales 
for the year are , 3,00,000.) . 

(c) ~ ~ qf.f * , 50,000 q;J "ffi'll qi-qA ta ~ fcmi<I' (Sales to earn a profit of, 
50,000 in first half year.) · 

(d) ~ qf.f *, l,20,000 q;J "ffi'll qi-qA ~~~(Sales to earn a profit of 
,1,20,000 in the whole year). 

(e) qf.f * ~ 1l"{ 10% ~am;@~ l'a ~~(Sales for the whole year to earn 
a profit of 10% on sales). 

( t) qf.f 2020 ta 'ffi'll <f>1 ~ ~ ff ~ fcf; fcmi<I' ~ * 10% <f>l ~ ~ ~ <11lTm ~ 
~ lIDIT * 20% <f>lq;i:ft ~ fl (The amount of profit for the year 2020 assuming 
a,nticipated I 0% increase in selling price but 20% decrease in physical sales volume 
and fixed costs). 



Ans.: (a)B.E.P. t56,000, Margin of Safety" 1,84,000; (b)" 1,22,000; (c)" 1,28,000; 
(d) "2,96,000, (e) ~ 70,000, (f) "92,800. 
(ii)~ '1:filf, ,;ft w:rrq ~ 'qiJ ~ ffl t, 'qiJ 'l-lN-lITTIT ~ 30% 021? Wijl-w:11 
20% ti ~ '1:filf ID'U "75,00,000 "'1 ~ "'1 ;;mft t ill ~-~ ~ 0~ w; ~ q;J 

~ ~I "6,00,000 'qiJ ~ mq ~ ~ ~ ~ f.ffli't um .,ft Wcf ~ ·1 . 

The PN Ratio of a firm which is producing a standard product is 30% and the margin 
of safety is 20%. Compute the break-even point and the net profit if the sales are 
t 75,00,000. Also find out sales to earn a net profit of, 6 Lakhs. · 
Ans.: B.E.P. int 60 Lakhs, Profit" 4,50,000; Sales= f"80 Lakhs. 

39. (a) ABC Ltd. Manufactures and sells four types of products under the brand names of 

P,Q,R and S. The sales mix in value comprises of33.!. %, 41~ %, 16~ %and 8.!. ¾of 
3 3 3 3 

products P,Q,R and S respectively. The total budgeted sales (l00%)are t 60,000 per 
month, Operating costs are : 
Variable Costs : Product P 

Product Q 

Product R 

Product S 

Fixed cost t 14,700 per month. 

60% of the selling price 

68% of the selling price · 

80% of the selling price 

40% of the selling price 

Calculate the break-even point for the products on an overall basis. 

(b) It has been proposed to change the sales mix as follows, the total sales per month 
remaining t 60,000. 
Product: P 25% 

Q 40% 
R 30% 
S 5% 

Assuming that proposal is implemented, calculate the break-even point. 

(3l) ~oft m~ift. <FL am 3lR ~ ~~~ ~ ~~ qiJ Wlfvl 3lR ~ 
ffl ti ~ ~ ~ ilflJIUT ~ 3Rf1ffl ,ft, <Fl, amo 3lR ~ ~ ~: 33.!. %, 41~ %, 

3 3 

16~ % 3lR 8_!_ % t, a.,:;f ~ f.nl.'l (IOO¾)t 60,000 Jira~ f1 ~ ffl1@' ~ ~ 3 3 ~-" . . . 

t-
qf<cetf1ffl('1 ffll@' p 

Q 
~ R 
~ s 

IB'-R ffi1T<f t 14,7001lra ~I 

~~<fil60% 
~~(fil 68% 
~~(fil 80% 
~~<fil40% 

¥f ~ 1R ~ ~ ~ ~-~ ~ cf>17fURT ~I 

('if) ¥f fsrstt f 60,000 1lftf ~ m ~ ~ fi:fSjf1ff ii f.:tAR-tf&a -qftffl -m <fiT 

~fcn<llt-
25% 

40% 



·,~ . R 30% 

·. ~ S 5% 

-~ ~ ~ fcf;-~ ffi1l <ii{~ t ~-~ ~ cfi111URT cfi'UI 
. (Ans. : (a) Overall B.E.P. = f 42,000; (b) Overall B.E.P. = f 46,226) 

I Break-Even Chart 

40. (i) ~ oZifcffl ~ ~ -q'~ ~ ~ q,l ~ qi«ff i1 ~ ~ ~ 
~ cnT ~ q,1 ~ ~ ~ m'f ~ ~ cnT f 3.50 "SI@~ sfi<1' qi{ Wmrr t, "l~ q;i 

%UlTT f 1,400 t~ ~ ~ l)'~fl ~ f6.30 ~~~~I~-~~~ 
f<ITTA ~~;;JR~,,~-~~~~~~-~~ ,rrq;m ~ 
~I 

A person plan to sell a toy rocket at the Nauchancli fair. He may purchase these 
rockets at f 3.50 each with the privilege ofretuming all unsold rockets. The booth rent 
is f 1,400, payable in advance. The rocket will be sold f 6.30 each. How many rockets 
must be sold to break-even? Prepare a Break-Even Chart on a graph paper to show 
B.E.P. 
Ans. : B.E.P. in Units 500 a_n_d in f 3,150. 

(ii)v:q; cfiTraR ~ ~ ~ 31A ~ cfff ~ ~ 3lTtfcli1 f-1klk1f(llt1 ~ ~ TJit f
The following figures are submitted to you fol! year's working ofa factory: 

Budget output 80,000 Units 
Fixed Expenses : 

Depreciation 
Salaries 

Variable Expenses: 

~ 1,00,000 
~ 1,00,000 

Materials ~ 3 per unit 
Labour f 2 per unit 
Selling price per unit ~ l O per unit 

~-~~~~~~-~~mq;m~~I ~~~q;f 10% ~ 
q;-q ~ wrr ~(I)~~-~~ 'TI "i@ ~I 

Prepare a Break-Even Chart on a graph paper to show Break-even point and also 
· determine new B.E.P. if selling price is reduced by l 0%. 

Ans. : 40,000 Units, At Selling Price on 9 = f 50,000 Units. 

I Profit-Volume Gr~ph I 
41. (i) f1i:.ifc1f@t1 ~ ~ 'ffi'l-~ ~ a~ ~ ~ ~ f.rni1 "iRr ~ ~ 

f 10,000 q;i ~'ll 3lf;;@ ~ 'IDI ~ 1,20,000 cf,1 ~ ~ ~ \ft "i@ ~I 

From the following data draw a profit graph and show the expected sales on the graph 
when the profit to be earned is ~ l 0,000. Show the profit at the ales of~ 1,20,000. 

~~"SI@~ (Selling Price per Unit) f 15 
qf{c1cf1:tft(1 "ffi1Tff "SI@ ~i:fil~ (Variable Cost per Unit) ~ IO 
~ "ffi1Tff (Fixed Costs) f 20,000 

Ans. : PN Ratio= 33½%; B.E.P. (in~=~ 60,000; Required Sales (in ~ = 
~ 90,000; Profit = ~ 20,000) 
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[Hint: 

J!I 8 1 

"i 1 
>< u: 

Profit Graph 

(ii)~~~~ cfiT ~ cfi'«ft t ~ ~? 10 JI@~~ G{ ~ ~ t, ~ ~ 
mil'Rl'~?7Jl@~tif'fl~~~?2,100'Sl@'q!ff1ffl1l~~~ 
~~~~cfil~-~~v;ciW8Jlmifl~~lffl1l~-q~a),r 
~cf>111Tq;T,U~~, 
A concern produces and sells a commodity @ ? 10 each. Marginal cost of the 
commodity is ? 7 each and its total fixed costs are t 2,100 per annum. Construct Profit 
graph showing BEP and Margin of Safety. Also indicate the angle of incidence. 
[Hint: 
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l(cfi~q Hl~ld M@iCtH Q(ci' 
3A": 'tfitf tl,H '11 

(Uniform Cost Accounting) 

1
1 l(cifi'((\Q ~ ,<Zl&icih-i ~~Sll<-1 (Meaning of Uniform Costing) I 

~ ~ ~ tfiT ~ ~ ~ -q: 31RPli s;an1 JJFi: ~-f'rl ~ qft 
31.,,.,.lcil.,...¥,..,,,<lcfi~dl3'fl' cfil 1lfd ffl * ft;N: 3ffl11-3'WT ffl1T<f ~ ~ ~ ~ !1 ~ ~ ~ 

· "cfiT fc.niR ~ IDU ffiUo olfcfffl ~ ~ "cfiT ~-~ ~ ~ ffl fcticrr \ilRT ~ •U\tq'{of 
t fi ~ "ffiT@1' v;ci ('ll'l~l<lcfidl dtn WI@ ~ ~ ~ cfil \ifT ~I 

31<1: ~ ~ offlll ~ -q: ~ 1t 3lf~ ~ mu ffi1IB ~ w:iR ~ ~ 
3TI'-1R lR ~ ~ ~ f "ITT ffiT@ ~ m cfil ~ JfOTlffi ~ ffiT@ ~ ~ !1 ~ 
if@~~~~ ffl ;;rr;fi ~ ~ 1 "ITT~~.~~~ ffiT@ ~ cfil ~ ffiT@ 

~ ffl cfil ~ t 31R 1 ~ -srqrq ffiT@ ~ ~ ffiT@ cfil '1ITTf tfiW 3lWT ~ t, ~ 
mlfi'-ITm311Wli~~t~~;;i)tfiffil@fcd'~fflcfil~,"iftl'~~qftri~ 
-q' w:IR 3TI'-1R lR 'ffi1l f.nq ~. ~I gWfl(Gcfi ~ ~ \ilRT ~ lT ~, ~ 
~ ~ ~ ~ ~ ~ mi:Jm f.f'firr q;J ~ -qyft~ 1j7@R ~ aJNR, 3q[lsq4j 
"cfiT ~. ~ (le:rJ mt@~~~ ffl ~ 7JQ; ~ 1l_U@: w:IR ~ ~ ~ 
Wl@ q;J gft1lt'icfi ~ ~ 't~tEl'i"f ~ ~ \ifT ~I 

~ll'fa~cci,ij~~. '1#rttftfifm1i!'311PT-q''flift3tffqf~~-~ 
31fffiliTit <Pf 'lIIU ~ fllTRf ~ ;i- ~ -161 "ffllFf ~ "ff ffl1l m 161 ~ ir-rr ~ ~ 
~ ~ fllTRf ~ 7/i'fflfffT .,,,, 

CIMA~~~. '~ ffiT@ fclf~ 11;cfi ~ -mrl -q' "i:fiTl1 'cfi'{ ffl fc!f1:r-:r ~ 
ID°{I ti4'1Uid ~'-l'RT3TI, ~ (le:rJ Wl1fira ~ ~ lR 3W-ilfuf w:IR ~ f "tTlfcf; 
~ ifIB ~ 'Slfu ~ 13U \ifT ~ ~ ri ~ ~ ~a:n "cfiT w:iR ~ ~ ~ 'cfi'{ 

ffl t (le:rJ 3Rf: -q;-.f ~ "cfiT lWf 'Slm(f 'cfi'{ ffl f I 
I ~q"q c'n1ffl' ~&icfi-i cfi'~(Features of Uniform Costing) I 
~ ffiT@ fclf~ ~ ~ ~@JT RJ.IR1f&d ~-
1. ~qt ~ ~ ffiT@ ~ ~ ~ w:IR ffl1T<f ~ "cfiT ffl -q' ~ t, 
2. ri ~ ~ ~ ~ ~ ~ w:IR ~ t, 
3. ri ~ ~ IDU ffiT@ fcfcRir1 ~ ~ ~ 3TI'-1R lR ~ ~ ~ t1 

I Q_cifi,(c\Q c'n1@' ~&ich-i cfft' '¥ ~lc4('Ccchdl~ 
(Essential Requirements for Uniform Costing) 

~ ffiT@ (i,f qft ~ f.{t;{ ~Rcu4dl-:ITI lR R1R ~ t-
i . ~ ffiT@ fcd'~ ffl -q' ffi "{"ITT fcd',r-;f ~ ~ ~ ~ ~ ~ ~ 

~qft~m~, 
. 2.~~~~~1%-m"SrqiR"cfil~~qlf ~~ffil~I 

3. ~ ~ ~ ~ q;J ~ 3TIGT"i-~ ffil ~I 
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4. C1fT@ f.!~ ~ C1fT@ ~ ~ ~ ~ ~ ~ m¥~ cfiT mm ~1 

5. ~ ~ ci>1 -mit ~ ~ ~~ 3m 3'.lJ'tfq ~~.~am <Wfwror ~ 
~'!:TR~ ~I 

6. ~3TI ~ ~ ~ ~ SH-tlfficfi{OI ~ ~ ~ ~ WTo-f m ~I 

7. ~ (1lT@ ~ (Cost Manual)~ cfi1 ~ ~ ~ m ~ ~ 
~ "ITT o~ ~ ~tjt ~ ci>1 fc«lfuf cfi1 ~~~I 

8. ~ 11{ ~ ~tjt ~ cfit.qf1qr· cfil ~ ~ * ~ ~ ~ ~I 

&1131(11 ~ ffl1@" c£1qgl(j "q ~ cf; 'ifi'RUT 
(Reasons for differences in Costs and Costing Practices) 

' I 

fcn'IR ~ ~-3R,TJ BJT@ fcn~ ~ ~ q;) oZfqffl ~ ffim t ~ Q_<fi{c;qa, 
~ ~ gl.'!11(1-Jcfi ~ ~ ~ ~ ~ 'l.'l'fT@ fcn~ cn1 -3-tli:4:tllcfitii ~ tr fcn'IR 'tJjtj°f ~ 
BJT@ ~ ~ 3RR H'-1f~R9d cfiRUTI * ~ ffl t-

1. c!TTQ"R"ctl'~~ ~ (Difference in Nature of Business)-~-~ olli:4tlilf1 . 
q,l•~mmt~*~~31f~i;;ftffcffi~\JfTdltm1%-m~q;q,~*~ 
~ m ~ mit ~ cfiT m ~ ti ~ f.rqfuft w~ ~ -ifl 3RR mt, ~ ~ 
~ ~ "ffilm ~ ~ 3RR ~ m \JfTdT ti 

2. ~~fw:m (Difference in Products)-~ -q;qf ~ ~ ~ ~. ~ 
ffl cfil 11{ ~. ~ ~ ffl ~ ~ f4lJlUT 3ITfu: ~.~ ~ f'FIBT ~~ti ~ 
~~~~oo~~~t~~~~1TT~~~~~~m 
-ifffi l1 ~ ~ ~ ~~ cf>TCbl a:RR ~ m \JfTdT ti 

3. cllqtlltl ~ m~ ~ (Difference in Size of Business)-~~ 31Tqif{ ~ 
cf,R1ll ~ ~fcn'IR~ o?.Jl ~-q ~-3IB1Tif ~ t1 ~ 3RR WI~, 
d'd{~lf<lt<:1 ~ o?.TT ~ ~ ~ -q 3RR ~~if~ tr -mit ~3TI -q ffi'q1l ~'Cft 
~3TI 'cfiT ~ o1W«f &TU~~ ;;Jr~ t, 31Cf: ~ mr@ ~ ~ ~ ~ cf,1 
6lli:4lillcfidl -m' imftl ~ ~ ~ -q W{ ~ ~ d'd{~iP@ ~ cfi1 6llcl:tllcfidl ~ 
t, ~-m~ ~ ~ ~ BJT@; ~~ ~ t, 

[iet,,(&q 'ffi1Tff ~&icfi-1 c6 ~ (Objectives of Uniform Costing) I 
~ ~ -fcmq ~ 'Rlfl n W'IR -mmfi,cfi ~rou w~~~ ~ ~ ~ 

~ ~ WJlT<-ft <tl ~ ~ f.t'-1fc:1f&t1 ~ ma t-
t. ~ ~ ~ 1"21 ~ (Inter firm Comparison)-~ 'ffiT@ ~~ 'cfiT 
~ ~ ~ cf,1 -q;tjf ~ ~ 31fCm * ~ cf,1 ;;Jr~ t tf?.TT o-lcfi1 ~ qi1 -qJqf ;;Jr 

~t,~~Rum~~~~i, 
2. ~ ~ ~ (Increase i.n c~~rration)-~ m ~ TI§ '3l'R * w~ 

-q;tjf ~ ~ ~~*~mm t, ~ 3'.lJ~ ~ ~3TI cfiT ~ ~-~ 
~m1TToTt1 

3. SlfiH.q~f ~~ (Avoid Competition)-~ m ~ 00 ~ "tfilf ~: WTI 
~IDU~~~cf,11ffi~3ffi~'cfil-mt~~~~'cfil~ 
m <4,Hl ~ ~ ~ m ;jfffil t, ~ 'cfiR1ll ri ~ ~ ~ ~ ~ r~51a,'{0f 
~ cfiT ~ m 1TTol ti 

4. ~-q: w:irr (Improvement in Performance )-f.r:rroit ~3TI ~ 'TJ@fcu~ 'cfiT 
Wlw:@ ~~~,ft ~3TI ~ 'ffi1l ~;;Jr~ t, ~ 'cfiR1ll ~ ~ ~ ~ 
'cfiT am mra * ~'!:TR m ~ ~ ~ t, 
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5. 'ffllraTltcfilIT (Reduction in Cost)-~ ffil@ ~ cfiT ~ ~ ~ ~ 
-q'{ 51'41<:Fi'llclJ ~ ~ ~ ~ cfilTT (1'f-f[ i1 ~ 3WIT~ o<lc:H-1141. cfiT '9'ill ~ ~ 
i om 3icfi1i1Mdl&TT cfi qiTT1l"f m ~ ffi cfi1 'lT ~ M ~ m i1 

6. ';fffir?rr qi! f.rnhu1 cfir-IT lRl-1' (Helpful in Policy Making)-~ >fUlTffi ~ 
~. ~ ~. 3l'flml'-f.f<ffif anre: cfi ~if~ f.Jmfuf m if~~~ 
cfi'{ffi t, ~ 3Tltm -q'{ ~ cfi ~ 'lT ';ftftilii ~ ~ ~ ~ 3iTR: cfi ~ if 
f.fot<i WfT Wlll m ~ t, 

I ~ M&icfi-1 ch1 3QY,ckldl (~uitability of Uniform Costing) I 
~ ffil@ ~ w~ cfi1 f1i..if~f@a qflf~Rt4f ~ 3N-WTT "lRT ~ ~ "ITT 

mi-
l. &4c1e14 ;iff~~~Cfilf.rl:mrrmf-sm ~ w:rr, ~ ofl@ t~ 

~ ffilffi ~ cfiT ~4>Mdl'{4cf, WWl ~ ~ t1 
2. ~ '6Q'1"Q"R' ~ ~ (-IQIC~" ~-~ ~ sm ~ m 'ixlTGR ~ it 

~Lalf~a ffl f cm~ '(1'fl@ ~~ cfiT m ~~mt, 
3. ~ ~ ffl ~~ ~-~ ~3TI *~<Wt >fUlTffi 1i°'@: ~ 

WlR "ITT am s;jr ~ WlR W-11 'lfl ~ 1fGR cfi'{ffi m ~ ~ ffil@ ~ Wt1 cfi1 ~ M 
~ 'Wfi'al t, ~ cfi ~ W-11 ~ ~ =rn, ~ ~. ~ q ~ cf,i:q f.!tj)' 3lrre: ~ 
~ ~ ~ 3N-fT mm t, 

,-L-y_q,--~-q-~--A-(.(_q_jq_M_rl_(U_n_i_fo_rm_C_os_t_M_a-nu_a_l)~!I 

~ '(1'fl@ ~ Jl1l1@t q;) ~4iMdl'{cf<ii ~ ~ ~ cfi ~ ~ ffil@ ~ 
R<l'Mcll cfiT f.rqfur M "f@T t,, ~ ~ ~ ~ ffl t ~ ~ ffi1@ ~ ~ 
cf@~cf,1 fcef''Ff -q;tjf IDU 'ffiT@ ~ ~ ~ cfi ~ Tf ~~~cl'@~ 
~ ~ ~ f1 ~ ~ ~ cfi f.rw@ffl'O'l, wfill;TT om~ cf~~ cfi1 ~ 
cfi ~ ~ ffl f I ~ 3Rf1@ f-ti..if~f@cl 'ffii'.fi cfiT ~ ETTfil i-

1. ~ (Introduction)-~ ffil@ ~ cfi ~,ah,~ ~m cl'@ ffl1fi cfi1 . 
~fa:if~a M "f@T t, 

2. ~(Organisation)-~~~~ cfi ~ ~ cfiT ~ ~ ~3TI. 
cfi1 'ffi1l ~ ~ ;r; «R cfi ~*~~~mm t, 

3. A<Sliiti-t ffil" 'tt'WT 41Jt•m{ (Accounting System and Plans)-~ cfi ~ 
~.~~cfi~,cfi1WT~.~~~~~o~~~~~~~ 
mm t, ~ ~ 'ffi"Ril' * wi@ m 'lfl 1 m qfffi ~ cfiT ~ 'lT ~ ~ t, 

4. Slfgdliti<UI ~ siRtih(-, tt4i.fti5 (Presentation and reporting Technique)-~ 
'ffi"Ril' cfi ~ cfi1 ~ ffl cf ~ ffl ~ Wf.l f1<l'llc:lctl q ~ ~ it ~ ~ *'fl 
~I ~,mlf.llR41··~ ~ WTo-f 'lfl oi:w:IR ~ cfi1 ~ \ilA cl'@~~~~ 

~it~~~~, 

{iq~q ,....,,,.....,,....~ !-1011('11 'cT; ffl1l (Advantages of Uniform Costing) I 

~ ~ ~ cfi m ii f.!i..iR-tf&a JITI<{ ~ f-
(t> ~ ~ cfit'~-

(i)W'F9 ffi1rn ~ cfi ~ ~ cfi1 ~ ~ ~ <ti'1'3flR<ii ~ m if~ 
filffiftt, 
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(ii) WiR ~ ~ Rmftf m * ~ filffi'ft i -m ~ ~ cfit ~ m 
~ -q t!'l:ffi ffiID i1 

(iii) ,Rcfi~IC1\"II q ~ cfit ~ m ~ -q ~ cf>1 ~ ~ f1 

(iv) w:r ~ +Jm cf>l ffl~ ~~~~ml~~ i1 

(v) ~ cfit am ~-;;rr;A -q ~ filffi'ft i ~ ~ ~ clfTtm: cf>1 ~:m ~ 
~~~~ii 

(vi)"tJi111cf>1~1'qGl4<Mi~OOlWf1ml~~i~.a:i(wll'qGl4cfi~-3ficfit~ 
ml~~i1 

(2) ~cfif M11l (Advantages to Government}-

(i) ~ -;ftfir ~ 'qi"G -q ~I 

(ii)Wf~~~~~q~~q;-G-q~fqt;jj;,j1cfiWi@moTi1 

(iii)'Sflllcft~~ml~~t1 

(iv) {1]T@ ~ ~'q ~ cf; wm: ~ ~ ~ <f'tl ~ ~ f.Jmfuf cf>1 ~ 
~ii 

(3) ~l:fitffl1l (Advantages to Labourers)-

(i) ~ cfit ~ ~ ~ <ifr-m ~ ~ ffi1l m * ~ fqffift i1 

(ii) w:r ~ -q cfilft 3l@l i ~ ~ -q' ~ 3lT ~ ti 
(iii) ~ cf>1 ffl~ q dc<IIGcfi\"11 -q' ~ ffi i1 

(4) '3"CJT'r ~ cfiT m,t (Advantages to Particular lndustries)-

(i) ~ "d"$T cfi ~ w:fftl {1]T@ ~ cf>1 ~ ~ t mcfi wm: ~ ~ 3{)ehfilcfi 

~ cfit ffilffil' cfi GfR -q' ~ J1T1<r ffi i1 
(ii) ~ ~ -q< ~ qlffl ~ ~ ~ ll ~ t ~ ~ aAl 

®ii 

(iii) M~ ~~-~cf;~~~~ '3oT ~ti~~ mm~ 
~fiffimi,1 

(5) ~~cfiTM11l (Advantages to General Public)

(i) aq'I-O<f<tl3il cfit ~ ~ ~ ~ ~ ll ~ ti 
(ii) Fc1f.l4' 11q;dMf cfiT ~ ~ <fi ~-q' "3Fffl ~ J1T1<r l) ~ ti 

( 6) J)1lf lh:rr cfiT ~ (Advantages to Trade Association)-

(i) Wf ~ Sl@<i"irl\"11 Cfil ~ m "d"$T cf>1 ~ ~ ~ ~ ~ ffi1l ~ 
~ii 

(ii)~~~~~~m~cfi"ffi'TI'<it~~~t1 

(7) ~ m,t (Other Miscellaneous Benefits)-

(i) ~ mi w '11A ~ 'ffil@ ~ -q' ~ fiJffiit ti 
(ii)~ 3Ri: ~ WAT <fi ~ ~ wm: ~ ~ i1 

(iiiJ <.'lllMIHl ~ ~ cfi ~ f.r;;ft ~?.f cf>1 1lfcf ~ -mil ~ ~ fc!f~ -q' 
off{-off{ "t!ftffl m cf>l • ~ Ucfi wrc1t ti 
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({cfi~Q c'fTlTn 54011<11 ~$"err~ 
(Limitations of Uniform Costing) 

~ ffi'T@' ~ ~ ~ ~ w:{ ~ ~ ,:ft~~*~ ?lifd-11{<1i ~ 3TI"ffi t 
~ ~ Gl"f <if mimi ~~fl -q Gl"f f.lyf'8f1gd ~-

(1) anq.fhu11 q;r aramr (Lack of Secrecy)-~ ~ <li~R<li 3N-ft -;ft@?n, ~ 
>1°11f8qf v;ct WTTlfi qi} ~14"1Rcfi ~ "cfiv'll ~ ~ ~ ~ •TI41l<ldl ~ "ITT "'1ill t 
~ ~ ffi'T@' Jl'llT@t-q ,nq-fl<1t11 q;) ~ ~ R;n ~ >!fC<t m ~ ~ m 
""1'@Ttl 

(2) ~W aramr (Lack of Confidence)-~ ~-q 31mft ffiqffi cf>1 'llTcAl 

~: ~"CJTt -il'@t t ~ cfiKOl ~ ~ cf,1 ~*~~~ti 
(3) ~fqasqtft (Uneconomical)-~ ffi'T@' ~ "cfiT ~ ~ ~ ~ ~ail' "cfiT 

~ efiTCh1 ~~ lTI'3fl -q "cfiv'll ~ ti ~ fcfcrfuf ~ ffi'ij <if ffl cfill m1<T ffi t ~ 
<fiR"U1 ~~~~~~~ti 

(4) "t-mlW 3T,mf (Lack of Flexibility)-~~~ cf~ fu1wrr *~qi) 
• t ~ <fiR"U1 ~-q ~-m ,:ft~~ -q ~ ~ ffi ti 

(S) l(c:fil~c:fil{ cfi1' $11N1181 (Encourage Monopoly)-W ~ ~ <fiR"U1 ~ "tfilf 
~ 1Ifl1 f.fmmr ~ f ~ cfiKOl Q.cfilNcfil< qi)~ tifffiTT t1 ~ ~ ~ "cfiT 
~ qi\ ~ tr "TT aqiflqnl-ffl ~ 1ifoi!.q,')u1 ~~~tr 

11 ~: ln1f if!Al' (Inter-firm Comparison) I .· 
cJctqy::r ~ "S11 * ~ ~ '3fflTT ~-q ~ olllctelfq<li ~ qiffi ~-tr~ 

~ 3ltA ~ ~ CfiT ~ "cfiv'll~ to'TI '3fflTT* ~ ·~11 ~ ~~ t, 
~ ~ &J<T m ~ ~ WTTlfi q)l 1~icfi1 m &J<T ~ ·~ q)l m ~ 
~ -;jfJ ll'cfi"ffi t, ~ '3fflTT "q a:rcRT.~ ~ "cfiB <i ~ ~ ~• fci; ~* ~ 
~ ~ ~ WTTlfi cf>l ~ cf>l ~I~ JfcfiR ~ lIT<T ~-q ~ ~-q ~ 
-qft-unl{ q;l 'l~i<fi1 ~ ffi'T@' fcl1tclqUI fcl;m ""1'@T t ~ 3'.Rf: "tfilf ~ ~ t1 

~ ~ -q ~ ~ W1o-f cf,1 ~ cf,1 ~ t, 'ffl "3fflll ~ cf,1 ~ ~ ~ 
ffi'T@', ~, ~ w:{, ~-~~~~~~~I ¥1-llt'l<fi 'l~i<fi1 ~ 
t v;cj ~~qi)~~ "<fiT ~ ~ ""1'@T f ~ ~ ·3N-ft <til4<fi¥1~dl -q ~ 
~ ~ silct-11f~d lt ~I 

....------------------,, 
~: ln1f wAf ~ W 311cl~+:icfidl~ 

(Requirements of an Inter-firm Comparison Scheme) 

3'.Rf: "tfilf ~ ~ cf,1 ~ ~ ('l'JT@ fcn'-l ~ ~4it?ltll'{cl<fi ijf,<jj-q<j1 ~ f.r'ITI: 
<fi«ft t, ~ ('l'JT@ mRlY ii. l(<fi(i\qa, ~ ffl -;jfJ ~ m ~ TR'@ v:ct ~ m1 m ,:ft 
3'.Rf: "tfilf ~cf>l~"cfil"ffill_ffl~M aiRtf<..a "ilTfilq)l ~&T~~-

1. ~lc:1¥Qc:fi ~-fctrt:r JfcfiR cf>l l{"AJ 311q¥<l<fi t m fctrt:r m1-R cfcfi" ~ 3RJ: "tfilf 
~ ~ ~ ~cl cfi<-il ~, ~ "'{cf-f.tmfuf "cfiv'll m t ,, cJmJq * ~ "SIGft:lcfil cf,1 3Ml(<lcfidr~ 

v;ct ~ ~ ~ ~ f.r'ITI: "cfi"("dl ti 
cmfq 3llc:f¥<lcfi ~ cf>1 ~ llR<fi" ~ ~ ~ cf>l -;jfl ~ ~ m ,:ft~~ 

~ R1,;f ~ q; ~-q ~ ~ cf,1-;jfl ~ t-
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(i) ~ ~ ~ fflll (ii)~~~~~ Wl ~ ~ >flltrll (iii)~ m-irnT 
cfil"311WT~ ~.~~l(iv)~1l'ffl"tR~l(v)ntt@ll(vi)~~ffi1TI'cfil~I 
(vii) m1:2l ~~~I (viii)~~~~ ~I 

2. Q,cfisilcfi<Oi ~ fl.n1: a·,H«tfl1Ri-3llcii~ ~ Cfi8 cfi ~ d'cl((!,llfl ~ m, ~ 
i:rcf-~ m;u ~I ~ oqfq'R ~~-if@~ oi ~l'iHWll c'.i "ITT~~ d'd(t::lifl ~ ~I 
<lfu: m(q, cfilIRl ~ ~ WRR t m ~ ~ <fil4 ~ mcrr-t, 

3. Q,cfisilcfi(OI 'c5fftfftf-~ f.ftifftJ ~ mffl t fcn ~~&TU~ -w:rq ncn 3m: 
~~-q~~dcfi(.fl~l~cfi~~.~~.~~.~CfiG 
~ ~ ~ q;) fct''A ~if&icf>1 fcff~ cfil >fllt1T fcn<n ~ ~ t, ('fj'qt:_I€14111I, ~ ~ 
dt<ilt::4111I 31fR cfi ~ cfi ~ ~ fc:t:t(-lqUj fcfff.f cfil ,:ft w:lt7l fcn<n "fl~ ii 

-

3Rr: 'tntf - c6' ~ (Objectives of Inter-firm Comparison) 

3Rl: -q;-q ~ i'.fi f.ri:.f ~ t-
1. ~~IHdl 'q~-\llif fcnm ~ ~ cfil ~ ~ "tR 3N-IT ~ cfil "Q'ffi W@T f 

m ~ ~ ~ ~ cfiT >fl«9 cfi«ft tam~ WfiR ~*~mm t, 
2.•1fi:fff-~ cf,1 ~ m "'1<ft t ~ ~ ~ <f,(cfi Gf<ffl ~ cfil Jl<l'ra fcn<n "fl 

~t, 
3. m,:rf'cfiT ~ftlcfiM cfir-ff-ffl1f cf>1 qcif'<ldl t:fi-il ,;ifT ~ i o~ cil'iit::I€141111 cf>1 W!I'@ 

q;) ~'QJ8 cfi ~ >fl«9 ~ "fl ~ t, 
· aRr:'tntf~cnra~ ~imoR4 ~ 

(Factors to be considered for Inter-firm Comparison) I 

3Rl: -q;rf ~ ~ ~ cfi 3l1'QR 1il cf>1 "'1<fi i, sill ~: ~ ~ cil'iit::l'-lcfidl ~ 
~~r~11 m ~, ~ ~ cfi ~ 3ili:4~'-lcfi ~ f<n ~ cfi 3iJtTT{ 1il w:rr 'i~,.,,a, ~ ~ ~1 
3IB: tntf ~ i'.fi ~ H'-1f(."!f@11 rnq')' cfi) ~ Ti ~ ~ 3i11€4¥'-lcfi ~-

.. t. 6llqfu4 cfft ~-~ ~ ~ ~ ~ m WfiR cf>1 ~ i'.fi ~ -q· 
~ m ~. cfCl1fcn ~ ~ cfi ~ cf,1 'fflllc ~ cfi ~ cfi m~ ~ ~cf,1 "fl 
~t, 

2. cSllqijiQ cfft atrg-~ ~ ~ cf>1 ~ ~ ~ ffl ~I v;cfl ~ ~-q;tj 
cfi ~ cf>1 50 cf!f 1l_ct ~ -q;tj ~ ~ ~ 'itSi;q'{'lf f.r£q;-ff ~ ~ "fl ~ I 

~- cQqijjQ qjf 3n'cfiR-~ ~ cfi1 3WfiT( ~ m;u ~ ~ ~ 3WfiT( cf,1 
. -q;tj ~ ~i.i!f.t.ld ~ cf>1 ~ ~ ~ ~ ~ 3WfiT< cf>l ~ ~ ~ cf>1 "fl Wfi'ffi i1 ·~ 

v;ct1 ~f.f ~ q@ollf<Rri'.fi ~ i'.fi ~ ~ 1tm Gt~ f, cf>1 ~ ~ offllT i'.fi ~ 
~~cfi°(~t, 

4. ~ ~-~ ~ cfi ~ cfil ~ ar;r ~ ~ v;cfl m • cfil m 
~, ~ ~ ~ ~ ~ ~ -q ~ ~ ~ ~ q,1 ~-q ~ ~cfi°( 
~t, 

~ c6' JrcnT{/aRr: 'tntf ~ cn1 i:1cn4\J; 
(Types of Comparison/Inter-firm Comparison) 

~ ~ ~ f.ri:.f (!R WtiR cfi) ~~"fl~ l-
1. Sli!l~&,1'-1 ~ cfft ~ (Comparison of Management Ratios)-J.1.:l..>f-lcf>l'-1 

~ ~ ~ i-m ~ cfi ~, ffl1f o~, ~cqf-a•fl ~~mi, ~ ~ ~ q;) I 'tj~ 



~ ~ t'l@icn-1 ~ 3r-n:"lnlt ¥f'IT 1 305 
*• ~ qf<tjl<.1--l !lFIBT, ~ ~ ' i;Jll'IB (ll!TT <ITTfffi, 3Tifu: cfiT ~ lfi1TT cfi ~~ g<.1111'1-lcfi 
~~fflt1~~ctil~~IDU~<Tt~31l'cfi3,Tm{1Rfftfi@T'1fTffit1 

~~~cfi~~ffllfl~t~'Q;m¥RJ~~cf>l~~ 
!lFIBT, ~ "tl\ ~, ~1 ~Alf'141' 1R 3TI<f, <ITTfffi o~ WT@, ~ cf>l ~~mm t, m'if 

m ~ ~ * wm cfiT llT'f 'I-TI ~ ffl t, 
2. ffl11'ff ~ cn1 ~ (Comparison of Cost Ratios)-~ Sl~•Elct,1<4 ~ 

cf>l¥RJ~m~wt~ -;,mm, ~~if<fi~ffiTTfficfi~* ~cf>l ~e:TI 
am ~ cti1 f4Rm t@1 31f-iJ ~ .1,j@lflr1a1 cfiT -grr t oefl ~ cti1 ~ 'I-TI WfiR cfilJ 

cf;T1T ~ cf>l ~ ~ ~ t, 3lo: ~ ~ 3fu: 3ff'Ejcfi oqrqcfi" ~ ~ cfi ~ ~ ,ij@l 

t • "ffi1@ cgR cf; 3ff'Ejcfi ~ 3TI(jcfi 3l9m Jl'M m ~, 
3. dcfi-ilcnl ~'cnl~ (Comparison of Technical Data)-~ WfiR cf>l ¥RT 

'qfU ~ cfi ~ ~ ~ ~ * ~ ~ cf>l mm t, ~¥RT~ mt-mt "3el1lT qiJ 

Fc1~ct,lq;<a1 m lfctlrr, ~ ~ ~ t ~~¥Al~~ cf>l ~, ~ ~, 
~ ~. ~ rn om~ cfi 3A ~ ~311' cfi 3l'Tiffi: 1R m ~ t, 

3Rf: 'tnif cfi m'if (Benefits of Inter-firm Comparison) 

~= 3Rf: -q;tj ¥Al cfi ~ ~ ~ ~ ~ qiJ m ~ ,ij@l t, 3Tif: 

3Rf: -q;tj ¥Al*~~~ cf; "ffi'q ~= m "Sl'fC<I m -;;JIB t ~ ~ 3Rf: -q;tj 
¥Al ~ ~ "ffi'q i'-

1. Q_4HMtil-3Rf: -q;tj cf>l ¥Al ~d: ~ ~ ~ ~ 1R 3,Tmfu, t1 3Tif: 

~ ~ ~ S1~11lcfi(OI * Q_cf,~qt,1 ~ t, 
2. ffl11'ff ~ '4ilft-~ -q;-tjf * ~-~ cf>l ¥Al * ~ qilJ ~ cf>l ~ qiJ 

~mmt~~*~~t, · 
3. ~ f.14-5101-~ ~ ~ ~ -q;tj cf>l ~ ~ ~ ~ cf>l "ffil@ ~ 3TI(jcfi 

t m ~ ~ "tl\ WF:f01 ~ ~ ~ ~ Sllc'(·Hfoa mm t <ll!TT ~ ~ -q;tj ~ "lITTTI 'lfffi ~ 
3A -q;tj cf>l ¥Al * 3TI(jcfi t m ~ ~ 1R ~ qi"{ ~ t, 

4. 8Nl~cfidl ~~-~ cf>l 3Rf:-q;tj wRf ~ ~ ~ cti1 ~ e;),i) qiJ ~ 
m '1fTffi t 3Tif: ~ ct{ <TI 3Nl~cticll * ~ cf>l ~ ~ f 1 

s. ~ 'chi Sl~Jicfi{OI-~ ~ ~ ~ ~ qiJ Sl'llOncfi(Oj m ~ cfi qiW1J 

~cf>l~~qiJ~mffifl 

6. SlftifQQf-3Rf: -q;tj ¥RT cfi cfiT{l1J ~ ~ * ~ ~ cfiT fqcfim moT i ~ 
~ ~ ~ cfi mm ~ roffi1foa qi{"ffi t, 

7. ~ f.14=,io1-m<lil< "3el1lT ~ cf>l ~ ~ cfi ~~<TI~ 1R WF:f01 
~~<TI~i, 

8. m'cfim''ffl't-3Rf: -q;tj ¥Al cf; &RT "3el1lT ~ cti1 ~ ~ ~ ~ ~-~ 
~-~ cfi "@-111.l 3Ticft t ~ m<liT< "3el1lT *~~-<ti) ct< ~ ti ~ ~ 
<~~*~.m@JT,-mf~~.3=flfu:)~~qiJ~qi"{~t, 

9. Jl'q1"ltt 'cfiT f.lQho 1-~ ~ ~ ~ '4f .tia ffl 'lt! ci:F{uf ffcql cfi ~ * ~ 
qiJ f.r~ ~ ~ ~ f ~ ~ ~- cti1 m<.10T i1 

3Rf:'tnif (Limitations of Inter-Firm Comparison) 

1. ~~-~ ~ "3F«f ~ * ~ ,m' ~ ~ t m "SJTC<f 1ffilTITq mtJcfi 

~I ~ -qft,rn-tjy 1R ~ cti7 3,Tmfu, -;,tr M ~ Wfiffi t, 
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2. 3tfcl~ci~.ftQ ~-~ &RT ~ ~ 6lfc:f:tqfi4lll m ~ 'ti ~ "R17@l ~ 
~ -q' ~ ~ ~ -q' fi?tjfcfi'<ill~l ~ ~ ~ t1 

3. ~&~if.ta,~-~~ &m "ffill ffil@ ~ ~ ~ ~ t m ffil@ 

~ 6lf<WHt-illl ~ I 
4. ~~-wr-n ~ ~ N'--t1 ~ qIB zj'E[-q' ~~Tl m ~ a:R"m 

~~~m~1 . 
s. ~~~-tf'ft ~ ~ ffilIB ~ ~ 'tl\ ~ ~ -q' ~ om 

~ ~ f 3Fll'm 3Rf: "tfi-i:f qft wA'f ~ ~ JNTcfi -qft,rrrq ~- ~ ~I 

~ ~ ~ ~ ~ ~ ~ ~ ocfi ~ <tt '1fI ~ t-
{i) ~3TI -q "ffi§, ollf•f~·flld fcr-i;rn:-fcf'm, ~ mS:TT ~ ~I 

(ii)~ ~ qi) "ffill ~ "fl SIGH <tt 1Tt ~ q,7 ~ <tt lJ"R?J ~ ~I 
(iii)~~~ ffil@ ~ "ffill ~I 

Illustration 1. Each of the three manufacturer A, Band C does the entire volume of 
yearly business, uses the same amount of material and spends the same amount of money 
for labour and expenses in producing the same types of articles. The operating results of 
each for a year are as follows : 

~ 

Material Used 44,000 

Productive Labour 16,000 

Manufacturing Expenses 4,000 

Selling Expenses 6,400 
Total Cost 70,400 

Gross Profit 9,600 

Sales 80,000 

The Productive labour·cost and material per unit for the articles produced in next 6 
months period will be ~ 3 and ~ 10 respectively and 2,000 units are expected to be sold. 

A believes his best interest is served when he applies manufacturing expenses as 
percentage of the selling price. B has decided that the best method is to apply manufacturing 
expenses on the basis of a perc~ntage of productive labour. C decides that manufacturing 
expenses should be applied to cost on the basis of percentage of expenses to the sum of 
materi~l and productive labour. However, A, Band Care of the same mind so far as selling 
expenses are concerned and all are charging selling expenses in proportion of total cost of 
pmduction being works costs. 

Prepare statement showing total cost, price and percentage of profit on sales for next 
period using these varied methods assuming that each of the manufacturers quotes such a 
price that will give him a flat net profit of 12.5% on cost of sales. 

Solution : Statement of Cost and Profit at a Price of ~ 20 per unit 
(Units sold 2,000 units) 

Particulars A B C 

~ ~ \' 

Material Used 20,000 20,000 20,000 

Productive Labour 6,000 6.000 6.000 



Prime Cost 

Manufacturing Expenses 

Work Cost 

Selling Expenses 

(1110th of works costs) 

Total Cost 

Profit (Balancing figure) 

Sales in ~ 

Working Notes: 

% 

~mr@"~~jq;~ 

26,000 

2,000 

(l/20 of 
sales 

28,000 

2,800 

30,800 

9 200 

40000 

23% 
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26,000 26,000 

1,500 1,733 

(l/4 of (1/15 of 
wa es 

27,500 27,733 

2,750 2,773 

30,250 30,506 

9 750 9 494 

40000 40 000 

24.38% 23.74% 

I.~ 1Jt ~3Ti ~ fclf1:A' ~ ~ ~ cfiR&l11 3qf<oq~ cfiT ~ Hi..Jftiforn ~ ~ 
~~Tj'"qJf-

Statement of Cost 

Particulars A B 
( ~) ( ~) 

Material Used 44,000 44,000 

Productive Labour 16,000 16 000 

Prime Cost 60,000 60,000 

Manufacturing Expenses 4,000 4,000 

Work Cost 64,000 64,000 

Selling Expenses 6,400 6,400 

Total Cost 70,4000 70,400 

Profit (Balancing Figure) 9 600 9,600 

Sales in ~ 80000 80 000 

For A : Factory overhead to sales = 4,000/80,000 = 1/20 of sales 

For B : Factory overhead to wages= 4,000/16,000 = 1/4 of wages 

C 

( ~) 

44,000 

16,000 

60,000 

4 000 

64,000 

6400 

70,400 

9 600 

80000 

For C: Factory overhead to prime cost= 4,000/60,000 = l/15 of prime cost 

Selling overhead to cost of production for all the three manufactures : 

= 6,400/64,000 = 1110th of total cost of production. 

2. ~ fc!:tclqUI tl ~ f f.t;- 3{ffi-3{WI 3('-lli:,chl. &JU cfiR&l-11 3ttftoq'-1 cfiT ~ 
3lWf-3{ffi m- 'If{ ~ ~ 1ffi'I ~ qft lfUAl it ~ 3l@J t, 

Illustration 2. Income Statement and Balance Sheet of three department of XYZ 

Company is as follows : 

I Division X Division Y Division Z 

Sales ( ~) i 5,00,000 (d) (g) 

Operating profit ( ') 25,000 ! 30,000 (h) 
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Capital employed ( ~) 

Turnover Ratio 

Gross Margin Ratio 

ROI 

Required: 

1,00,000 

(a) 

(b) 

(c) 

(e) 

(t) 

0.4% 

2% 

( l) Supply the missing data in the table above and summarize the results. 

2,50,000 

0.4 

5% 

(i) 

(2) Comment on the relative performance of each division. What questions can be 
raised as a result of their performance? 

Solution: 
. Sales 5 00 000 

(a) Turnover Ratio=------= ' ' = 5 
Capital Employed 1,00,000 

. . Profit 25 000 
(b) Gross Margm Rano =-- x 100= ' x 100= 5% 

Sales 5,00,000 

(c) ROI= Operating Profit x JOO= 25,000 x I00= 25% 
Capital Employed 1,00,000 

Note : Form the above it is clear that there is a relationship between all the three 

ratios which can be expressed as follows : 

ROI = Turnover Ratio x Gross Margin Ratio= 5 x 5% = 25% 

( d) Gross Margin Ratio = Profit x 100 
Sales 

or Sales= Profit x JOO= 30,000 x I 00 = 75 00 000 
Gross Margin Ratio 0.4 ' ' 

(e) ROI= Operating Profit x 100 
Capital Employed 

C . l E I ed Operating Profit 100 30,000 100 "' 15 00 000 or ap1ta mpoy =-----x =--x =, 
ROI 2 ' ' 

(t) T R 
. Sales 75,00,000 

5 urnover at10 = · = - ~ - = 
. Capital Employed 15,00,000 

Verification : 

ROI = Turnover Ratio x Gross Margin Ratio= 5 x 0.4% = 2% 

(i) ROI = Turnover Ratio x Gross Margin Ratio= 0.4 x 5% = 2% 

(h) ROI = Operating Profit x lOO or Profit= ROI x Capital Employed 
Capital Employed l 00 

Op 
. fi 2 X 2,50,000 ,,. 5 0OO 

eratmg Pro 1t = - - --= , , 
100 

(g) Gross Margin Ratio= Profit x 100 
Sales 

Sales 5 000 
or Sales = ------ x l 00 = - '- x I 00 = 1,00,000 

Gross Margin Ratio 5 
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Now all information can be arranged as follows : 

Particulars Division X Division Y Division Z 
Sales ( ~) 5,00,000 75,00,000 1,00,000 

Operating profit 25,000 30,000 5,000 

Capital employed ( ~) 1,00,000 15,00,000 2,50,000 

Turnover Ratio 5 5 0.4 

Gross Margin Ratio 5% 0.4% 5% 
ROI 25% 2% 2% 

~-Xfcf1TT7Tcfil~31Jc@3tjti@v:ct~~.~31f~t~:~fcf1TT7T-q' 
~~~~ ~t1 v fcrirPT-q'~ 31Jc@~m 5mt~ffi'q ~~ 
o.4% t ~: v fcf1TT7T cfiT ~ ~ ~ ~ 2% -tt ti z fcf1TT7T-q' ~ ~ m ~ fcf1TT7T .tt 
~ 5% t ~ ~ 31Jc@ ~ m o.4 -tt t ~: z fcf1TT7T cfiT ~ ~ ~ ~ 2% -tt ti 

~:~~-q'~~,iflmfil~fcfiv,q;~cfil~~~~q;)31f~ 
~mmtam~<fillf~~a:rercn~31Tc@~-q'~f<timv,q;-q'~m~ 
~ -q' ~ m ~ ,ifT ~ ti 

-, -~-:,;:-,f.;:t--cfi-~--(-T-h-eo-r-eti-. c_a_l _Q_u-es_ti_' o-n-s)-, 

~ ~ a+1:fh,1 ~ (Short Answer Type Questions) 

I.~~ ~a:R, cf1.lT t? 
2. ~ ffi11o fclftf cf;l "t!ft'qffe@ ~I 

3. ~ ffi11o fclf~ cfi ~ cCT ~ ~I 

4. 3Rf: °tfil:f w'RT ~ 31T'l cf1.lT ~ t? 
5. ~ ~ fclf~ cfi1 ~~I 

~ ~ a+1:f14 ffi' (Long Answer Type Questions) . . . 

I. 3Rl: °tfil:f w'RT cf1.lT t? ~ w'Rl ~ cf1.lT ~ ~ ~ ,iJT ~ f? a:Ri:· -q;;tj wRf cfil. 
11.cti Jl1l'ITffi ~ ~ w:rq ~ -q' TI§ ~ q@ cw:11' cfiT qUR ~I 

2. 3Rf: -q;,:f w'RT cfiT cf1.lT ~ ffi t? fctim ~ -q' 3Rf: -q;,:f w'RT cfi1 ~ ~ w:rq 
31T'l~-~ ~~311'q;) ~-q'm? 

3. 1l,qi ~ t-ll•lfficfi{OI Cfi1 31c4~1{011 cfi1 ~ ~I 1l,qi ~ t-!Jllfficfi{uj ~ 
~ m ~ lt1 m ~ ~ -q{ ~ ~ ~ o-fcfft ~ ~ ~1 ~ cf1.lT 

-'-", ~l:i-

4. Q,<:fi{i'iH ffi1@ (.¥\&lcfi{OI ~ cf1.lT t? ~ ~-m 'IR!: t f;;R ~ ~ o<fi aqf<oq~· tflT 

~ t, 31T'l 11.cti ~ ~? 
5. "3lmft °tfil:f 3RR ~ 1l,qi lJlfR (.¥\&lcfi{OI ~ cfi ffi'ITI 3lR ~ cfi ~ ~ 

~ q@ ffi'ITI cf;l ~ <fi«IT t1" q1JR ~I 
6. Ri:.:iR-lfuia ~ m~ ~ ~-
(i) ~ ~ ~ (Uniform Costing) 

(ii)~ ~ f1ll'ilc4('fl (Uniform Cost Manual) 

(iii) -q;tjf ( cfil-4H40 cfi ~ w'Rl (Inter firm Comparison) 

••• 



isl J1 G{l f;t <..1 .-:Si o I 
(Budgeta.ry Cantrel) 

~ q~:att 
(An Introduction) 

~ ~ ~ ~ fcutF-f ~ * ~ ~ ~ cfl1 ~ cfi1 'lclljGl1 \jff-RT 

~ t ~ ~ ~ lffif"lf{ tjt ~ ~ t ~ q I~ fcf cfi cfiN-~ ~ ~311' ~ ~ "SfcfiT{ 

~ t? ~~er cu~fc:lcfi ~ * 3RR "cfil fcf~~tlOI m ~ ~ * <fiR1JTI' cfl1 
~ ~ ~ t am~ ~'-ll<iMcfi aq1l(t' &RT 1'lcft ffl-~ -q ~'EfR ~ t1 ~ cfl't 
~ ~ ~ ~ (Budgetary Control) ~ 1T'{ ~ ~ ~ ti ri ~ ~ ~ 
~ 'tt ffl t ~ ~. ~ ~ ~ ~ cfi1 WU7T ~~ t, ~ ~ 'cfi) ~ 
~~~er~~ri~3ll'~R<ITTRer~-q~~~~~-qWU7J 
~~t1~3Rflrnf<fimffl~~~fcn'tF-folfl(j~~am~~ 
lIT511311' cfl1 ~ eU~fc.cfi ~ ~ ~ 3RR ~ <fiR1JTI' cfl1 ~ 'Sl11<I' ~ "ffi ~ t1 ~ 
~&RT~~~~.~ ~~~1{1<'1-lcfi ~~~-q-;ftraf.fl:!ttJTcfl'tm&! 
m ~ t, 

q(ilc!.~ Pltt.-,cOI qif ~~ q~~lbllij 
(Meaning and Definitions of Budgetary Control) 

---

~ f.r:t;roy ~~~•am~•~~~ Gl'11 f1 ~ ~ &W:H-llf<lcfi ~ 
cfi1 v:cti ~ ~ er ~ -q ~ cfl1 \ifA qfffi ~311' cfi1 'lclljGH 6clqf ftla ffi ~ f 
~ cfi1 31W-I 31jG,F-ia ~~ am 41~fc:1cfi ~ cfl't ~&RT~ ctr Sliif•'-4<6l<l ~ 
~~fwn~t 

(1} i'o am-o llieMlcuQ ~ ~. "31Tftfc,; m, ~ ffi-~· 3#r ~ 
~aff cit fr1fiN ~ -* 3nflfrt rpdf.,~rt m, ~ * FcrftR q;1<fifi&1w· * .3Rf1fir 
J/Wt/<614, <#ii<&,.11, ~ 1l;li ~ ol.flit'w FflF5fUT iFifW FflF5fUT (Budgetary Control) * 
mrrmrrtl' 
(2)~~~~~. '~FflFfifUT~<lilffl~1l;li~t!fiT~ · 

rr.:.m * ~ fc,;q/ -ff/nT t ~ ~ ~ ~ rlifi ~ i, '1fcl'tx1 * cfiT7.ff 1<'i ~-* 
~ -q· yef \1fFfifiTft JIT'? it ff 3#< qJMfqq; TffturTi, JIT'? ~ w R</iT fi:rffR, iFifW ~ -
~ fililll wl WI 11 

(3) am-o am-o '!J1ffl ~ ~. '~ FflF5fUT ~ 3#r ~ FflF5fUT <tft ~ Fcrffl 
cit ~ -; ~ lJRT ~ ~ "ifiTl/, ~ "(ff/T ~ t!fiT "1{f;1T 1<'i 3""fTq{f ~ ('flT(ff 

#.{ff WP! yef ti~ t!fiT wT ~ t 3#r ~ it ~ * ~ qJR7fqq; iliTeff t!fiT ~ 
~- ~ t!fiT wT ~ ii'' 

( 4) ~ ~ ~ -q, ''ir,ifcU FflF5fUT olTcffll<l * frlfiR cfiT7.ff </if '-J_c/f.,<iM➔ j ~ 
~ ollqfll<l FflF5fUT ffti4I wT WI,, 

(5) 11m" afrrlf'd ~ ~. ''ir,ifW FflF5fUT "ffTTT<it" W WF5fUT ffi t!fiT ~ ~ f 
~ ~cit #cm Cfiffl, fclw,;t" cit W{Rfff Cfiffl 3#r ~ ~ Cfiffl, q/R/fqq, ~ 

http:Budgeta.ry


~; ~~t. 1·ig, '6~ -i(J-16 · ~ if~i i cw !;'.,i ;cw~ 
'l ti'li '"l Jt 'hf~ £ ffH j t i:r, i:;J; 
I~ ~!}~ii· Ji. !1 tf i 1

1il! I j !j !~i 
i ! i h J li. j, l i ! l I .--------. l ~; 1 tf ¥ ~ l t ¥ ! 1 

~ -~ ~ ie _llt 1 ~ ~ 1& 1; :16 I ~ ~ I ~ ¥ 16' i I cw ~ ~ i : i 
· . 1 fl q ff . 1i} _ · i -w"' -w id! i... -wt ti! ~ i,{~t ~i 1~"'1..,Ju .:,:1111¥! 'iii ~i 1'ii 

! 'W!lfU 1¥ JflililtiJ1!1' t!i ' 1 It; ~ l1ri!f ~1 1~1~;~ ~~ 1ii1~{! iU i! ~t! I i~,½6~ 1~- !;'.16 .! ,,,I~ ,~ . j~?'it.- ~ i~¥ ,~ ~,i 
~ ar*i1~ 1 1} dl'"~'ld 'ldi;i!~ :11 (1 1-if 

tr= f i t ,f6 i' ! f ~ ~ ~ 1- .~ Ii 5 _19 ~ I .g iW ; ~ -~~ .. ~ ! g: ~ ~ 
fs: t:r , F ,f6 I Ii .c bl)¥ "'l ,p;: ] ~ ~ -; ~ I ~ f6-

l ii:..-~,; ffii 1, \!,
1i~h!1 tlg l"' U: 

i~t!11l:i1J 11:1j. ltiiil1~1ij fl iii .,. -1 ~ l t <I! I !, i ' i, ¥ .h ¥ ,.. :11: r.;. l - E l!C I, h, 'ls ... - "' 

i.l~if!-il~-,i ~,i11 --i-rn,,-, 1 ii .a 



312 1 ~ ~li'Htiiui t:;ci MwS101 .---------------, 
~ 3fi< di -iii::. fl f.t C4 "?! u I 

(Budget and Budgetary Control) 

~~fqf'~ Fsti<ll<h<.1ll(f ~~~ ~ f.ri:rr1l1 matt, ~~it~~~ 
~~~matt~~ it ~l«!fqcfi qftuTJlTI ~ ~~ riTJ it~ matt, 

· ~ ~ ~ R<P-fll1 ~ ai~~~~til· "<ht M~ fcw;n" ~ ~ w. ~ wrm ~ t, · 
tft (Terry)~~. '~ W'fR / ffSW ~ R<P-fUT 31Rfl1 eftrrrrq /!'' 
~ cf,1 ~ ~ m ~ ~ ~ Y-fil Sltfl•I ~ t1 ~ ~ ~ ~ ' 

~ ~ 'l'.~H:t'i:lll-1 * ~ ~ ~ ~ ~ f.rqtU] ~ t, am:~~~~ 
3ll'f.ITTtt 

~(Sick.le)~~ "ti' '~ ifflW R<P-f1lT ~ ~ in:r:1~uf 3iTf /1 ~ 1«fi ~ 
7ffeFfT t rff/T ifflW WF;7UT ~ ~ * ~ ~ TTfi:ur,rr ,,,, 

~ cfi"YR "tf ~ R<P-f01 "<ht~ ~-q ~ ~ t ~~"<ht~~~~ 
3lTT 1iRT ~ t, ~ R<P-fO'T ~ ~ ~ ~ ~ ~ f.ri:rr1l1 t"" ~ 'if@ "<ht~ qi«'fl 

t1 ~ ~ R<P-lUT "ti'~ ~fi+ift-kl ~I ~ cf,1 ~ qit fmlll4:4<H 'llt ~ ~~&RT 
mt, 
~ afu: ~~tjq ~ ~. ~ ~ ~ R<P-f01 -q ~ WnR ~ ~ · 

t-"~ ~- ~ 61./fcRl1td $ 'eft& f ~ ~ ~ ~ CfiR <tf wi,,ln ft~ 
R<P-f1lT ~ tl'it <lit wrfirc;r ~ t 3ik ol./lcn1fil<li ~ q R<P-f1lT * ~ JTiP-1 * fflT1I 

~(overall tool) * ~ -q· ~-* ~ "itlr FcnlFI 3ik ~ ~ -"if;T "Jl7ll1T eft 31frrft<Hr 
~ -q· f/fi:lrmd /1" 
~~~"<ht~~~ @ll1 ~ t, ~ ~ ~ ~ ~ 3lTT t, 

. ~ R<P-lUT ~ Sllt.Jl~Hcfi ~ t ~ ~ ~ ~ ~ ~'41\Jf-lcfi iiTJ it~ mt, ·. . · · · 
d4 -ii c:. fl f.t 4 ;:,i u I SA Gti 41 

(Budgetary Control Process) 

~ ~ ~-q f.i'-lffto ~~"<ht~ w. ~ ~ ~ ~ ·~ ~ °"1rnT t, 
. ~ R<P-lUT ~ -q H'-1R:if&d ~311' cf,1 3li•Hllcfidl mt-

(A) aTl\c(I~~ cfil P-111ho1 (Fixation of Responsibilities)-_d4clf&t.14l. ~ ~ ~ 
~ a·tm~1f-ic•=ir ~ ~ ai1q:tll<h ti ~ ~ e~1 ~ ~ cllfcffl, fct1JT1T ~ ~ ~ 
d~(c!.!f<l65iY q;t ~ ~ ~ \ilTclT t1 ~ ~ d~<~lf<l6::0. ~ ~ ~ ~ ~ 
~~~t, 

(B) ~ cfiT f.rqm- (Preparation of Budgets)-~ ~ "ti' ~ ~ <tt 
611~:tllcfidl ~ t1 it~~ fqf'~ ffl~ ~"ti'~ i1 ~ ~ ~ ~~ · 
m ~ ~ ~ ~. ~ '{cllj'llf.ld ~ ~ "1@ i1 ~ ~ fqf'~ ffl ~ fqf'~ 
fct1wn' ~ ~ 31WT-3@TI ~ ~ ~~-~ ~ w=rn ~ (Master Budget) 'llt ~ ~ 
\ilTclT t, 

(C) aqt-tfa4<-11 cfiT lTT1f (Recording of Actuals)_.~ ~ ~ ~ ql«!fclcfi ~ 
oo ~ t, it an~~ cllfcffl, fct'IWT ~ ~ ~ ~ * ~ ~ ~ ~ ~ t, ~ 
an~ "<hl ~ ~ "dRd ~ 11\ ~ an~~ -qm ~ \ilTclT t, 

(D) ¥Af ~~(Comparison and Appraisal)-ql«!fqcfi ~. ~ an~ 
~ 'ct,1 ¥AT~ -q ~~~it ctt "'1m t, ~ -zyn' -q 3r,:m "<ht~~ 3RR ~ "cfil<1!TT 



~ f ¥ g l l ! ~ ~ <g ¥ lt f ~ _!;'. ~ ~ ¥ ~it ~ - ,w? ~ ~ i -~ -ro- -w t ~ ro-~ 
, ~ ~I~ t ~ i -~ I ~t iJ r: i-~ ~"1Wi ~"1W-~l ~t ~"1W i l'!fr ~E ~ 
g ~ ¥ ¥ ~ J ~ ~ - 1r i l JI 'IE :li ! ~ i -~ ~ "1W i 1 ~ ! ~ ~ I~ ~ ~ :i ~ 
! ! tij l~ji i,'.hE t Id: oi i(l![~i~w·~~i ~u i g i!!: %-~!~ ¥.~~~¥ ·,!6:i'i"1W~ !~, f1ri~i-~~,11i'i ;:i! 

c[ ' Ii~ ! ~ I .------------.Jtl~ ~ . i I~ l ~ ·U I'!:~ ~I Ji -~II ~: ~ 
I 1,1 ••W 1111 f•II• I• 1,•jv1f1H i 1 

! 1,r 1J1iiit~-1i11s11~1i_1f:~J~1ir1;11: ~,: 
1 tn !(•! t 11i1t; 1!! :1i ~u1 11 ~!1!!1;1 i. 1!! • a• ;,;.ii. Jq •!!r.l iJtt~~tl,;Ji~.t~il~i1t6!! iii 1 ~ il ® •lB', i ; f 1<1 ~~ hi"" r J flot •,i 1 tu ~,;.1sh 1r , ..- i 
i_a,,,,·i. n1! ~i!Jtii~ ;i•l1fli:i,1116!11;uhlli tr~ 

i?~a, bif ri!rf ~ i•-ut•·q 
cM: It!' ,'u"1W ai ~ ...____., " i ~-; I th tlJH ,rtl6: ~ l~1 !Iii i~ 

!i(}t~f~1sf ~
1
-li'g hti~tf.!{1· l1s.1o~;1,;iii~ ~wt 

~ ~ -~ f t; 1 ~ i 'fil ¥ £ ; ¥ -~ l !' I! ~ . [ 1r :µ I I;'.$~~ I! ro- ~ ~ w 
~ 1T ~ ! ~ ~ ro- I ~ ii '¥ ~I 'i i ~ l ~ I l ~ ~ ~¥ i - ~ 

1<. - ,h f e lit i ,;.~i , ... "'tf ~,;. f 1, C!-• li '"'! :!- ~ ~ ~ ~i :e. ~ I('"" -
~ ~ Ii ·!fr ~ -~i ti ill ~lilt 1 ~cm: ~ l-t~ ¥1 Irr;! '!fr 
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(8) ~ffl~~~cfiv!T-~ WP-M ~ ~-q ~ ~ ~ q;) 
~ -q ~ ~ t, ~ ~ ctt ~ ~ ~ fcNrrn~ q;) am fcriwT ~ 
~ ~ <!_qff.lfNa ~8;ll) "ctt ~ m "mcft °ti ~ cfiT ~ ~ 3m: Tft2ll1 ~ cfiT ~ ~ 
~8;lll ctt ~ ~ ~ ~ t, 

(9) fc1fgjcrn f.t4'w1 cnr-rr-~ ~ ~ ~ ~ cfiT Rffl ~ ~ ~ ~ 
irar t, ~8;lll cfiT ~ ~ rc1N~114a1 wr ~ '{clTj'-111 m ~ ~ ~ ctt 6llt4R~1<11 mm 
t, 3@: ~ ·tl ~ ~ fcn~ ~ ~ ~ ~ ~ ~ ~ ~ ~ q;) ~ 
<Pm°tl ..-------------------------. ac -'ii zfl f.t ,a "?Io I cnr WTo-J ~ d4 -'ii z fl Pl ti "?Io 1 ~ cn9 ~<ihs11 

(Organization of Budgetary Control) 

~ ~ ~ cfiT ~ ~lctt4Hl<i_cicfi ~ cnl Tfl:ft ~ ~ ~ f ~ 3F@1fu 
~ ~ ~ <n1 3lTll' ~ <f 3Fll' oqcn' cfiT ~fjqH ~ ~' ~ <f Sl~ll(-JHcfi 
ftfim;m -q ~ ~ ~ \;f@T f ct'TT ~ ~ ~ <f clltkifqcfi ~ cnl f.R":m: wAf ~ 
3RR ~ 1'iT{'OTI cfiT "t@T Wl1<l"f \j(@f i a:ft{ ~ 1'iT{'OTI q;) ~ cfi<* ~ 1'iT{'OTI q;) 
Sf1ffilfua ~ cfiT ~ ~ \;f@T t1 

~ ~ ~-~ cnl ~ 'l~ti.i'{'lf ~ °ti ~I Sl"llct~iltiicil ~ 'WTo-f 
cnl ~ -q-{ R'T< <Pm t, fc;m &11ct~tf<lcfi ml -q ~ ~ ~ cfiT ~ ~ ~ 
31fqiR <f ~-q-{ f.f'T< Cfi«fT ti~~~ -q~ ~ ~ ~ ~ ~ HAf<.1f&a 1fTT ~ 
~ t-

(1) ~ W cffr ~ (Creation of Budget Centres) : OO'litl ~ -q ~ ~ 
~ ~ ~I (C.1.M.A., London ~ ~, "Budget centre is a section of the 
organisation of an undertaking defined for the purpose of budgetary control.''~~~ 
~1ij ~ ~ ~ m ~ ~ cfiT ~ ~ ~ \j(@f t, 

(2) ~ m-arr\lH<Sll cfil' ~ · (Introduction of Adequate Accounting 
Records) : ~ -q ~ ~ ~ -q ~ ~ ~ <nl 6-llcl•'Mcficil ~ ~ 
~ ~'ll~1"11 ~~I~,:~~ -q ~3TI q;l ~ WfiR 3'.l'f~ <f ~ 
~ ~ ~ ~ ~ ~ ~ ~k4f.tia ~,:ft ~ ~ mffil1 ~ >ll1<f it~, 

(3) 1RG dcih.ftcf,i % llITT'~~~ (General Instructions in Technique): ~ il'' 
~ ,ft oqf.ffl ~ ~ ~ m,41;q~1 ~~mi(~~ fcl"li111Ulll:t) ~ ~ 
oct,~1~ ~ ~-q ~ ~7 ;1 ~, ~ oqf.ffl ~ ~ ~ * ~ R'ffi ~ o?.JT ~ 
M <nl Jffi1<J -q ~ ~~ ~ (Role) ~ a:(cflTc'I ~ ~I 

(4) ~"61'TZ'lfiTf.rirroT (Preparation of an Organisation Chart) : ~ ~ ~ ~ 
~ ~ cfil~Tt'licfi d'd<C::lf<-1~1· (Functional Responsibilities) q;l -qft,:rrf'i@ ~l[I ;jf@f i ~ 
~~q;)~-q~~o?.fl~~~~~cn1~m~1'Wlo-f 
~~~~~q~-q-{RlRCfi«fl°tl~~~~~'Wlo-f~cfiloR@ 
~ ~ ~ 1Pn t-

(S) ~~W~(Establishment ofa Budget Committee): ffl'it ~3TI -q 
~m~~qfcn'IR'fcf~~~~~~Cfi«flt~~~:m 
-q~~~~cfi\<TT~i~f.ti'~f.11:rrulq~~~~~~~ 
a'd<e:1<i1 mm t, ~ ~ ~, Llt:ti.i'{'lf fcf,mf ~ ~1ij ~ ~ ~ ~ ~ t, ~ ~ 
cfiT ~ ~-<.1©191iii mol i, ~ ~ 3'.l'f%m ~ i o?:IT ~1ij ~ ~ i@J t, 
~ ~ ~ RlTT11J q ~ -q ~ ~ cnl ~ ~ LJ~ctj<i_d\ mm ii ~ ~ fcn'Fl 
fcf'IWTi ~ 'Sl'J'f.ij ~ '!_qfj911'1' tJ< fcf'tffi <Pm i, m' ~ ~ <Pm °t o?.fT ~ ~ 



~ 
(fcfsf;q 

~) 

~ 

I I 
~ rom 

<~ ~) <ro ~. ~ 
cf~lR2) 

~ 
(~~ (~ 

~ ~~) 

~ 11-f!Z) 

ilill 

(ilill ~) 

"ffi§l fcffl ~ 
('llffltfi 'oQ"q ~. l!TR{ ~. 

f:;ft '6Q"q ~. fcNm ~) 

I 
~~'@cl; 

( '@cl; 11-f!Z) 

qf<ft111@4f ~ ~ '{cfijl-ll1 ~ m t" ~ ~ Mf ~ it ~ ~ ~ mtl'm t" 
fcrt,:A CfiT4 H i.ife1fo:rn t : 

(i) '{cffjl-ll1 It~ t" ~ ~ ch1 ~ 'l{cli:fil<.111 ~ >!GR ~I 

(2) if3fG ~~311 (Budget Requirements), if3fG ~ t" JJP<f ~ ci>1 ~ raf~ 3TIR 
ll'@lt"~TiRW-il'Rt~I 

(3) if3fG t-~ Ti ~ cn1 ~ -;ft@m ch1 ~ ~I 

(4) M'1R fcfi.ti•ll'-4~ ch1 ~ f.rqfur t-~ 311<:4!i'llcfi 'i_cli:fiR1l1 ~ >!GR cfi"{1'il 

(5) ~ t" f.rqfur Ti ~ ~I 

( 6) iFil'if ~ '.f!Fcfi:l I ( cii'r-fl I 

(7) fcd'1R ~ iFil'if Ti~~ ~I 

(8) ~ Ti "tfRc@1 ~ ~'Effi: t" ~ ~ ~I 

(9) iFil'if ~~>!GR~, 

(10) wm 3lcff't t- 3Rfl@if31'G ~ ~ 'q' ~ t-~a:t ~ ~, 
(11) ~ 3llc!!i'llcf> ~. if3fG ~~~I 
(12)~~iFil'if~~q;r~~o~~~~~~I 
(13) ~ ~ qj~fcfi:fi qftoiytj)' cn1 wRf 0~1 fcm-lf:401, ~I 

(14) ~~~~qi)~~~ t" ~~~I 
(15) ~ ~ ~Ti~~~, 

(6) ~~<fil'f.nmrr (Preparation of Budget Manual): C.I.M.A. London t" 
~ , ' 'A budget manual in a document which sets out the responsibilities of the persons 

engaged in, the routine of. and the forms and record required for, budgetary control. ' ' 
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flll-il .. <W-ll ~ ~ -q-;:;n' ~~~(Loose leaf form) mm t ~ :6ilq:?<Ffil'll ~ '1R ~ 
~ ~ ~ ~ ~ m o~ ~-~ '1R 3lf'~ cfi1 1WT '1R ~ ~ 'WT ~ 
f.fltfi@ ~ ~ "ITT'il ~ ~ ~ ~ ~ ~ fcftfq ~ ,:ft GT~ ti~~ il" <-ill-il-41141 
f-i~f~f©11 ~ GT mm t : 

(a)~ cfi1 ffl ~~~I 
(b) ~ ~ ~ ~ 3WJFfi ~ qWfi W~I 
(c) fcrt,:r;:;r 3lf'~ ~ d'l'l(Glftlt<fi cf~ cfi1 ~I 

(f) ~ ~ 31qf'l ~ m ~ ~ q fcfq(,rJ1 

· (e) ~~~(Accounts Code in Use)I 

(f) ~ ~ ffl "'1 ~ fuf~I 
(7) ~ ~ cfit P-tt1ho1 (Determination of Budget Period) : C.I.M.A. London ~ 

~, '"This is the period for which a budget is prepared and employed. ''~ ~ ~ m 
~ ~ ~ ~ ~ ~ "'1 ~~ti~~~ m ~ ~ ~ ~ 
611lqfllftlc:fi "lf46l.Jq1Uft cf>1 ~ ~I ~ ~ ~ cf>1 Jl'cli@, ~ fclftf, ~ ~ ~ 
~al)' "'1 W!l«il, ~ cfil miff~ qJol '1R f.r,h: <fi«TI t1 {-11'41-4dl ~ ~ ~ cflt Tm 
~ t 'tJ9 ~ 6/.lq{-!Jql. ~ ~ °(j"J ~ ~ ~ <li'\'11 31Jqlp.Jcfi m ~ti~~~ 
61161{-llqj. ~~~~~~fl 3@: ~ ft;m ~ ~ ~ ~ ~ ~ t1 
mrrm "(j"J lffil1TI ~ cf@ 61.161{-llql. (~ .:ir-fi fire) ~~~~Tm~ t ~ 
AaiYcfil ~ ef"lR=\11 ft ~1 ~ 31161:?<lc:fi ~t ~~~ ~ ~ ~ ~tt ~ ~ 
m=, ~ ~ qJfirrf; ~ '1f@l t ~ ~ ~ 3 "(j"J s qlf ~ m ~ ~ ~ t, 

r.,4-'5101 ~ ~ ~ ~ 31qf'l "c:fil cfil ~~~ilk Wl1 ~ t m ~ 31qf'l 
~ fl ~ ~ ~ cfi1 Jl'cli@ ~ ~ d'l1(Glf4c61 ~ <t\ f4f?ilte.1'11 ~ WITT '1R 
~ "'1 ~ t I 

(8) ~~ffil P-t11ho1 (Determination of Key Factor) : ol.llcii{-llf'4c:fi ~ ~ ~ 
cfi1(q;' cfi1 ~ ~ "mJT t1 '?l'"~ c+il4ft'ic:fi ~ ~ ~ ffl ~ Jtttlf1-tc:fidl~-~ "c:f,'«fT t1 
C.I.M.A., London~~. ''w ~ qifff/;-/ ~ JNTq qf/ miTT, <t1l4fr'fq, ~ <fi" ~ 
~ -q· yrrtrrtn 'l/T1tl -M cfil 3Tlfi!mf m * ~ . ~ • &::rr ~," -w Ucli' ~ q@J 

cfi1(q;' (Limiting Factor), 'n cfi1(q;' (Governing Factor) 31'fql ~ ~ cfi1(q;' 
(Principal Budget Factor) ,ft~ "t1 ~ ~ "'1 ~ a:ft-{;31ffqf ~ ~ cfi1(q;' 
(Principal Budget Factor) ,:ft ~ fl ~ ~ "'1 ~ a:ft-{;31ffqf fcrsfi"q ~ "c:fiT ma 
cfmTI t1 ~ 'SZl"R ~ ~ fcfi" ~ ~ ~ ~ "3"m ~ cfiT{c:fi" cfi1 ~ ~~I 
qftfflll@<ff ~ ~ ~ '1R ~ cfiT{qj ,ft~ '1f@l t, ~ ~ ~ ~ ~ cfi1f ~ cfiT{qj 

~ -mrr t "1) fcfi" ~ "'1 ~~ "c:fiT ma "c:f,'«fT t, ~ ~ ~ ~ tt ~ '1R "Gt 
"(j"J 3lf°''Ef<fi ~ cfiT{c:fi" ~ ~ m f I m1TI -ri· {il'41-4dl R9 ~ ~ ~ ~ t : 

(1) llT'l'Jfr- ( 31) 1lffi cfi1 d4("j~dlt 

(til) ~. cfiTZT ~ ~ cfi1{1ll ~, 

(2) Wf ( 31) ~ "'1 ~ ct,iTT I 
(til) ~ ~ W'-l<ll (Key Processes)~ ~ cfi1 cfilft1 

(3) lfmr- ( 31) 1lffi "'1 "c:fi"lft ~ cfi1{1ll ~ eri:@11 

( til) 1i_;;ft "'1 "c:f,"tjt ~ cfi1{1ll ~ 6:f'«l1 I 

(~) ~ cfi1 "c:f,"tjt ~ cfi1{1ll ~ eri:@11 

(c:) ~ cfil "c:fi"lft ~ cfi1{1ll ~ eri:@11 

(~) ~ ~ W'-l<ll ~~(Bottlenecks)! 
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(4) ~- ( 3'.J) ~ "311ft llP1 <TT ~au "c:fi'T fcro~I 

(~) ER<f>l~~<WUT~<TT~~I 

· (~) ~ cf ~~ ~au <f>1 ~I 

(5) ~- ( a:J) ~ <f>1 ~I 

(~) ~ w,{ (Know-how) <f>1 cfi'tTTI 

(~) ~ SIW(4Rc:fi 6'1Mc:filf<lfl" <f>1 ~I 

(-e;) ~ <f>1 ~ 3lR ~ -q ~ ~~I 
(~) ffi ~. ~ ~-~ q;) 1!_cf ~ -q"{ ~ M ~ ~ 

~mfim~I 
f<fim ~ *~ ** ~ ,tt ~ ~ qiT(cfi m ~ti~*~~~ t 

~ ~ ~ ~ -q 'ml!lf"lc:fidl4. ~ qi«fT t1 ~ -q it~~ qiT(cfi molt, 

6ffi ~ "c:fi'T ~ ~ ~ ~~ti ~ qiT(cfi ~ m <WUT ~ ~ ~ ~ * 
;;ifzc::1t114· ~ mm ti ~ ~ ~ <f>1 ~ am: ~ ~ q;) ,ft ~ qj«fT ti 

mt:rcfi"tR ~ * ~ m ~~~ti a:m: ~ ~ ~ ~ ~ ~ ~ t 
~ ~ -q"{ ~ ~ -q ~ Wlllfl"11 fcf;"q, ""1"ffi t1 

~~cm~~q;)~~"c:fi'T-qofcfi\~~am:~m~'d)~ 
~ 'c:fiB cri ~ 3ilc4~4cfi ~ 'cfiB ~I fcfim qiT(cfi "c:fi'T ~ ~ ~ * ~ qiT(cfi ~ 
~ ~1 ~ * a:rftrcfi<R ~au*~~ 6-j~cfi1fc:1c:fi mm ti ~ * ~ ~ 
~ qiT(cfi-q"{ ~ ~ ~ ~ t1 3M" WwiT IDU ~ ~ -q 'TI~~ 'tfqi ~ 
-q"{~~qi'{~t1 

(9) faic:u~ft<-hii ~~-~clwff (Laying Down the Level of Activity) : ~ -q 
fsMl~Tii::1dl "cfil ~ ~ f.!ft-;;@' ~~~ti~ 'l_<:1\::[1-111 q ~ l-lt;ci:l'a_u\ ~I~~ 
~ -q"{ m1lJfi cf Wi 3M~<lcfidl "c:fi') 'lfcl~cuoil <f>1 ~ t1 ~ * m ~ aqftoq4 ~ ~ 
~~ti • 

(10) ~ sifd~~., (Budget Report) : ~ ~ ~ "c:fi'T ~ <'l1'll ~ ~ 'tfqi % 
cll~fclcfi ~ <f>1 ~ ~ RtTimJ ~ a:i<fi1 * ~ 1 <f>1 ~I~ ¥Fil~ '9fturrq ~ 
m ~ q;) ~ fcf;"q "fA ~I 3'.ffi: <ll~fclcfi ~ ~ ~ ~ ~ ~ o\!ll ffl <WUT 
3lR ~ ~ . 3~R~l<ll fcr1fl1T <TT a:rf~ "c:fi'T ~ ~ ~ ~ ~ ~ ~ 1RW' 
<f>1 ~ ~ ~ ~ ~ -q"{ ~ ~~ cfil4c41iJ ~ ~I 

-

Pita.::,co, ~ ! 
(Control Ratios) 

~ ~~"c:fi'l fsti<ll-<441 ~ ~-qm ~ t1 ~* ~~fclf1A ~ 
am: >l@'ffilT "c:fi'T ~ ~ am: qlf<lf~,.; ~ -q"{ WWI t, "f'I ~ q ~ <f>l 1TUT9T 
ifij\'c; ~ ~ ;ffl( qff<lfclcfi ~ ~ * ffl ~ awmt ~ <f>l ~ t am: ~ 
Ff'q;1if f1cfilc::1cfi< Sl'llclc:fiR1 ~ m7ft oqfq~•llf4cfi ffi "c:fi'T f.fajuy ~ "f@T t1 cll(-<lfclc:fi ~ 
"c:fi'T ~ ~ * ~ -m ~ ~. HL-ift1fuid ~ ~ "c:fi'T WWI~ ~ t-

(i) ~~(Capacity Ratio)-~ 31J1.ffif ~ G@JoT t 1% ifij\'c; "c:fi'T4 ~ q;) ~ 
~ 'tfqi WWI~ Tim tr ~ ~ 100% * ~ ~ -q"{ ~ 3r:I¥' ll'Rl ~tam: 
~ ~ 31J1.ffif I 00% * ~ f 'dl ~ ~ ~ i 1% ifij\'c; <f>1 ~ q;y 1l_Of ffl1l ~- "ITT 
Wl"l i1 

qf f<lfclcfi efiTl-j" ~ ~ 
~ ~ = ~ er; efiTI-I" ~ ~ X 100 



C 
. R . Actual Hours Worked 

100 apac1ty auo = -------x 
Budgeted Hours 

(ii) fRi41¥n<-'hil ~ (Activity Ratio)-~ 31:r'@ cf>1 lfCIRT ~ ~ qf~fqc:ifi ffl ~ 
w:rrNa' tJUii cf>1 ~ ~ -~ ~ ~ ~ ~ w:rrNa' 'ElUi'i cf>1 ~ ~ 'fflTI ~ t, <f~ 100 
~ TTI ~ t, ~ 31:r'@ ~ ~~ ~ Jll1'.<'f . fsti<-ll.l(lk1c11 ~ ~ "c:f,l ~ t, 

w ~ ~ i'i- . 
. qf«tfqc:ifi ~ ~ ~ ~ ~ 

fsti<-lt.l(ilcic11 3fjtml = ~ ~ ~ ~ X 100 

Standard Hours for Actual Prodcution 
Activity Ratio = · x 100 

Budgeted Standard Hours 

~ ~ 100% ~ ~ m "CR ~ fsti<-lll(ilctdl 0~ 100% ~ ~ m "CR ~ 
fsti<.ll.l(ilcic11 qr-ft \ifTffi tt 

(iii) &it-lo~;<~ (Calendar Ratio)-~~~~~~~~ 
~ K-TT ~-qf«tfqc:f, ffl cf>1 ~ q;) <i@ffifil t, ~ 3fJ9"@ -q 100% qi1ft ~ <i@Tffi t fcn 
qf«tfq,.; ffl ~ ~ "c:f,l<f K-fl' cf>1 ~~ ~ t, ~ cf>1 lfCIRT ~~~~mt-

~ ~ 31cff'~ i'i qf«tfclc:ifi cif)ftl' ~ k-f 
31:r'@ = ~ 31cff'~ i'j ~ ~ ffl ~ X 100 

Actual Working Days in Budget Period 
Calendar Ratio=------------ x 100 

Budgeted Working days in Budget Period 

(iv) cfilcf !ill<-'hil ~ (Efficiency Ratio)-~ ~ ~ a:f""~ i'i m ~ 
c:ifit4~.l(lcic11 ~ ~ "c:f,l lJl"t@f 'tt ~ 3fJ9"@ "<.IR 100% ~ oITTt 31f''lc:f," t "c1l ~ cf>1 c:f,Jq~.l(lctc11 

cfiT ~ ~ ?fRT ~ i1 ~~ ~ 3fjq@ ~ 100% ~ ~ m-cn: ~cf>1 tfit4~l(lctdl 

i'i qi1ft -qi-;ft \ifTffi t, W 3fjq@ cf>1 lfCIRT ~ ~ H'"'lf <.1f <gc1 W t-
q I~ fc! i:ifi ~ ~ ~ ~ "f.fU"t 

c:f,fq'.J,l(lctc11 ~ = ------- --- X 100 
qJ~fclc:ifi qip:r ~ ~ 

Effi 
. Ra . Standard Hours for Actual Productions 

100 .c1ency tto = -----------x 
Acutal Hours Worked 

cit-iilfl Pl c.l.:SCOI s.Rl~c.'1 
(Budgetary Control Report) 

~ cf>1 ~ ~ ~ ~ ~ ~ ~ ~ i'i m cf>1 ~ t, ~ ~ ~ 
fcri::Run' (Budget Variances) "c:f,l ~ , Bl'<ll~cfi ~~ 1l1mc:ifi" ~ cf>1 ~ ~ ~ 
~ i'i ~ ~ ~ ~ q,1 -ilFl'c:ifiTTI i'i ~ ~ t, ~ ~ ~ ~ ~ ~ cfiT 

qf«tfqc:f, "tfRUTTtll' ~ ~ ~ ~ ~ i ~ ~ ~ cfi'RUTI cfiT fqll{')qoJ ~ ~ t f;;m 
~ ~ cfiT fql({')qoJ (Analysis of Budget Variances)~ i1 ~ ~ Sl@~<-rl q 
~ "ciT1IB ~ cll~fqtfi ~ cf>1 ¥f11 ~ ~'IF'! m ~ ~ v:ct ~ ~ ~ 
"\if@ t, ~ ~ 3Tit:m: "CR ~~ ~ cf>1 .ftfu cfil fsti<-lff.qd ~ ~ t, 61fq.l(<.ltfidl 

m -cn: ~ ~ "ffl qif ~~ (Revision of Budgets) ,ft cfi1 ~ t1 ~ i'i, ~ cf>1 
mi:!Rl" 31cff'~ -q:cfi q!f cf>1 m"ffi i ~ ~ ~ ffl~ ~ qif olME!lflcfi d4lflfitdl ~ cfi1 
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~ i1 ~ ~ cj;l ~ * ~ 3Tim{~ ~ mor t m "3B ~ * ~ * mn'l-R ~ 
q o111q~1Rc:fi ?rrr1 3TIEITT~ ~ cfi1 m ~ ~-?i '1ffi""clcR, ~1 ~i:qfoq1 ch1 llT5IT 

q ~ -q ~ ~ ~- -q ..(jl41c:-fll ~ f.ruF:n' ~ ~QR mTI~ 3TIR ~ ~ fwn ~ i1 

~wp.;JUT~cfi11%~~~Wfi'Ri-
Budetary Control Report 

Cost Centre : 

D ,enartment : p . d eno .... 
Particulars Budget A~tual Difference 

Favourable Unfavourrable 

Rs. Rs. Rs. Rs. 

A Controllable Expenses 

-
-

Total 

B. Uncontrollable Expenses i 
-

I -

' -
Total 

,C. Total Expenses I 

D. Related Percentages 
I 

I 

~ ~ ~ ~ cfi1 ~ ~ ~ ~ i ~-qt,~~ 
~cj;l~cfil~.~~i_;;ft~~JITTmo~~i~~~~3lRftl' 
~ -q ~&<'1141 ~ t, 
~~~~qi)~~~ f1"1f<:'lfo.M <iffiTI'CfiT ~-q~~
(1) ~ ~- q(~fqct, ~ -qftvmq, ~ ~ ~ a:ft'{ ~ 3RR qi) ~ ~ ~ 

f~&<'ll11 ~I ~ 3RR ~ f "ffi ~ 'TI ~ ~ ~ ~ 3RRl' ~ .3IB'l f~&<'li11 ~, 
(2) litfcq'{uf 3RR)' cfiT Jlijlq'{llf 'tr!~~ -q ~ ~ fiRra ~ ~ ~ ~ ~ 
~ -q ~ ~~ ~ ~ ~, 

(3) ~ Cfil ~01;41fm!01;4 ~k4f~d d'd{Gl4l 3'f~ ~ 'qm' ~ t,=n ~I 51\llqcfiltl 

~~~-?iS1@<k=riq;)~~ffi1R~'c:fiTlf~~1{{T~it'tflfflt1 
(4) 51@4G-fl ch1 ~llif~cfidl 51fo~G11. i;- ffl ffl cf@ 3'f~ ~ ~ ~ 'tR Fl1R 

qitffi 't·r ~ ~ CfiT ~ JJT1:(f 'cfi-r-lT f "ffi ~ ~ . fll'<llfoi:fi ~ ~ ~ 
~~~'ITTrtl ~WfiR"qfc; 51fo~G,n·q;)~~~-qm ~im~~~ 
~m~t, · 

(5) qflqd1~fl<1 oq.:n ch1 ~ ~ (Flexible Budget) IDTI 3'f'llollfc@ 'cfi\11 ~I 

,fmtjt 'tffic«AY qi) cf'{~ 3Rr ~- f~&<1111 ~I 
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13. olf &Hl Ill ~'Q¥ cJi1' ~ ~-~ ~ t- l'fv:TT cfil ~ "B, oll<H-lf 41 ~ 
-m'~ o~ oq1q1Rc!i ~ 3m ~ -m'~· t- ~ ~ i:r~ <ii ~ 
fq~cH-l11lldl ~ ~ ~ qi'{ ~ 't 3ffi ~ rnTT cfil Waff qi'{ ~ i1 

14. olflcHtlfCtcfi ~~ {4!lrn:n-i:1--W'Fl' m ~ ~ ~{ ~ "B ~ cfil ~ 
~ ~ m ~ i, c,fl@, ~ cfil i,r,rr ~ ~ ~. f~qlcfi<-114'1' 'cfil 'ii:4[:JGIHa q 

'{cff.lfh1a ~ ~ 3T:!BR cfilqlfoi:la ~ \jf@f i, ~~<ii~ "B urR -q· ~ 
~q~tfilmm~~"1IBTt,~~tj't~\'.JTlTI"q'T1f~,fflffll'f~ 
~ cfiT R'-ffi'UT -am: ~tjt cf>Tif• -q ~ cf ~ ~ &RI olllcHJlfqcfi ~3:n -q ~ 3-ll 

~t, 
dc-itl<l l'.?flt ..;j Of ~~ 

(Limitations of Budgetary Control) 

~ f.r:p;;ruJ ~ ~ ~ -W'Rl' ~ ji:?R·Wl ffl, 'ffil@'r-q ~ ~ <><1lcf~ffqcfi 

~3:n -q ffiIBR ~~ cfi"G cfi'T ~ Sl~-tlciilq 3"9cfiT01 i, ~ 3Rcfi '<'i'T\ll ~ ~ ~ ~ 
i ~ 'B~ -q ,m cfUR ~ 1T<TT t-

1. ~fi1cfiHI ~ WP5IUT ~ ~ ~ ~ oITT: ~GR~~~~ cf 

m3:n' -q ~ ~-...mm tr~ m ~ &1 91Mcfi cf~~ m3:n' ~ ~ 3M' 
ffl m t ~ ~ qftff'qfctl?i ~ ~ ~ ~d:>!ol'l<icfi ffl W qi'{ ~ i, 

2. fcli·,HUrf "ail'~-~~~~~ cfl«lfcfcli qftan-q' -q ~ 3'RR ~ "B fcNrT 
cfi'T ~ 3lf'qq,m cfiG"l'lftqi· '<fil ~ cfiT WITTl cfi'T t, ~ wm cfil • ~ ~ m ~ wr 
<ii~~~ cfi'T ~ ~ ~m 1TioT t mm f...TI ~ ffi'{Ul cfil oo 
~ ~ ~ f.lcmo11~ ~~ '31Wl tjt ~-...m 'ITT 'ti'@ i, 

3. ~ Ptll-?101 ~'cfiT~ 3Qcfi4,0j qf51-~ ~ 'cfil ~ cfi'T ~ ~ -qr,r 

'G'RT \jf@f i, ~~~~<ii >IT1<f M \jf@f t, ~~3M' 3lfq' -q ~ ~ ~ 
"ffi'F.Z{ Wt, m ~ ~ m~ i 3m ~ ~"B ~ 5q1cf~lfqcfi ~~ <ii >IT1<f cfi'«ft ir 

4. ~-ij~-~ ~ ~ ~ qft 5q1cmrfqcfi ~ ~ ~ ~ ~ ~ 
mm t, fflit ~3:n-q ~ WP5IUT ~ cfil BfT@ ~ >ITT<f ~ cfi1 ¥RT-q ~ mm t 
-ffl ¢1 ~ ~ ~ ~ ir ~ 1)', ~ ~ ~ cfiT olllcffllfqcfi ~ ~ ~ ~ 
ffl ~fir~~~~ qi'Cf "ffiTRf cfR'ft if'iR'U f.r:p;;ruJ ~ clilqff-i:l(I ~ ~I 

5. ~14¥llcfi ~ 'cfiT 31'\mr-~ ~ ~ cfi1 ~ ~ ~ ~ 
~ cfi1 "-lTcFtl "q'{ R'R cfi'«ft fl~~~ JmR=A ~ ~ ~tjt fcf"ll•ll'41ffl cfiT 1t11l ~ 
~ t, i>qjcf~IR<b "fl"@' -q ~ ~ cfiT ~ ~ "Wllcf' ~ -t, 

6. cfi1'lNfl &i1tic1rt11-~ ~ ~ ~ ~ '<fil -m "cfiTTl'ift ~ ff i, 
· ~~q· ~ ~ <ii ~ ~ ~ ~faif(."ta M <lf@T t o~ ~ ~ il ~ qft 

cfil4ji!tlt.1ol ~ cfiT WITTl W ~ \jf@f i1 

7. cfiQi4it\ 'ID'Uftrnli-'lfir ~ -qr,r cfiT ~,:nq i fen~~~~~~ 'cfi1 
~ 31HlRI "B -...m' ~ t, ~ ~ ~ -q ~ ~ cf1«1fc1cfi r~ fflPTT cfiT 

'!_<."'<lic!i1 ~ ~ ~~ ~ ~,f -q M \jf@f t 3m 3RR ~ cfiR1JTI' t- 3-ll~ "q'{ ~ ½{Sqcff f'qa 

~ ~ ~ cf f.mS:lUl qft ~ cfi,h.uRl?t <R 'l1'fll cti1 ~ t, ~ ~ ~ ~ ~ 
fcm~ ~ t, 
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s. ~ f.ta.:,ior c6T ~ ~-~ ~ -q: ~ cfil f.ri:rruT Bo"ffi 1l"ffl fcfi<n 
~ t, ~ f.ri:rruT -q' >IT<i: ~ cfil ~@<TT~ t, ~>Rm,~~ 0~ ~ 

. ~ ~ lfi('H-q{c;q ~ ct! 6ief&lqft!I -q' ~*~ma~ i1 ~ ~ -q' ~"Nie~ 

Cfi\11 o~ ~ ~~ ~ ~ l:½illfi,q<H Cfi\11 ~ mm ii 
1l\ilcOJne11f(jf'Z SAOU~ ~ ~-iilfl f.p.p-,101 ~qft 3iiq~4cfi ~ 

(Essentials of Effective Budgeting/Budgetary Control System) 

(1) ~ (Flexibility) : ~ -q' ~ ffi ~~~~ct!~~ 
qf<f~@<tl° q "Nie ~ ~ -q ~ ~ ~ '11T ~I 

(2) ~~~ (Reasonably Attainable Goals) : "Nie~~~~ 'ITT~~ 
~ ~ "4\ 'Sl'J'l<f fcf;<n '11T ~, 

(3) 3'fl(«r41 ..:tifttcfiil'l411JO ~gqrflrttr (Participation by Responsible Executives) : 

"Nie ~ ~ ~. 3'd{GIMccfl ~ Rmfur ~ ~ ~ ~ ~ -q' ~ ~ d'cHGi4l 
3lf~cfil~M~I 

(4) ~~ f.t4'r-iitt ('1ll@'m-ft.fftf (Complete and Well-devised Cost Accounting) 
: ~ ct! ~ 'iq\j'll-?i cfil ~ "4\ f.J,f{ <ti«TT i1 ffi1ffi ~ ~ ~ ~ ~ '{q\j'li1 ~ 
m mr * ~ ~ v,ct ·~ ffi1ffi ~-w~ ~ mm t, 

(5) ~jf-Olqct,~Q ~ctft agHfai (Availability of Statistical Data) : ~ 3ll<W-li:½i i 
fcn ~ fcf1Wr ctn m ~ 3ljqi(J.11:½i ~ "ffi'ffil1 ~ 'Sl'J'l<f mm~, 

(6) lfffi{_ ~ (Constant Vigilance) : "Nie~~ 3Rf7IB "Nie~~~~ 

qjf<lf'cli:½i ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 't@T ~"ITT~ 
~ o~ ~ ~ m ~~ct!~~ ~I 

(7) m~~'WTO'f (Sound and Efficient Organsiation): "Nie ct! 'WliffifT ~ 
~ ~ m mr * ~ wro-f ~ ""~ mm t, ~ cfiT4 <.flT<.l, 3lJ1lcU, ~cf~ 

. 3lf~cfil·~l~~-qeii1;:,::iM1~~~"Nlcmqfty~ct!ii!Tcfti1 
(8) ~ ~ (Reasonable Incentive) : "Nie ~ ~ ~ ~ ~ fcn ~ 

~ l1;l'.f -m:lJflfi i:½ilii:IIK<.fl cfiT ~ ~ ft@ ~I 

(9) 1Nl'e ~ (Budget Period) : "Nie 31cff'~ ~ ct! ~ ~ ~ ~ ~ 
~I ~ 31cff'~ ~ m;ft ~ ~ fcn ~"IT~ ct!~~~ flt,qyair ~ im:rtjt 
~ cfiT ~ fcfi<n '11T ~, e1q1;:,::it141 ~ ~ qlf mm i1 

(10) lfffi{_'ll"R'~ (Continuous Budget Education) : ~~ct! Sl1"1iql(fi<i1di' ~ 
~ "4\ f.f,f{ <ti«TT i fcn ~ TI ~ -q ~ ~ ~ ~ \ffl fcn ~ fs+;<,11:q<-11 ~ m 
a'd<G,4l i, ~ m ml'q_ "Nie ~ ~ t, ~ · ..,40q,rN1 cfiT ~ ~ ~. 
~air afr< ~~~~~cf ~air~ ~ q,{f<,IJ ~, 

(11) lNl'ectfthrtt'~ dcfi~il<i 'iifjq' (Logicai Sequence in the Budget Preparation) : 

~ ~tfcn"Nlc 3Tcfil~octwrnsfi1:f-q'~ ~.~~.cf~ ~m ~ 
~~ fcrcl;ft@ ctt ~, ~ ~ ~ m fcn "Nie oR'R cfil ctiT4 ~ "Nie mitre cfiT m11 
~ ~ o~ ri ii~cc4'{ui ~~ ~ mqrn ~ ~ m,, ~ mitftf W,r-:r~-q ~ 
~<ti«ft t, 

(12)~H&icfi-t ~(Accurate Accounting System): ~~~m~ 
~-WtlJl"O'lTffi~i,~~~~m'IT~~3licH<-ll:½i~~~ma 

i ~ ~ d~HGif<-ltq ~ Cfi\11 ~ mm i1 



324 / -mm, fo:1(411101 ~ Rt1-?101 

(13) ~: ~-;ftfum (Clearly Defined Policies) : ~ ~ t fct;-~ q,1 
64i<Hllf'-l~ ·.ftfu<TI ~ ~ ~ ~ "ITT ~ fcti" ~ q,1 ~ ~ ~ lsfilfrqq1 -q' CfiW 
..rm~ awt1 

(14) f.rfvmr~~ (Fixed Lines of Responsibility) : ~~~ m 
· ~cfil~f.:rmtal~t~~~~'WT~mfcfim~fcnm3lf~ctil 

3'd{~i41 ~ ;Jfl ~, 

(15) ~mcfif~ (Support of Top Management) : Jf\Jlq'?iictl ~ JfOlR'TI ~ 
m ~ ~ t fcti"~ ~ ~ cfiT 1i11l Wi¢f p:JffifT ~I 

ii4-iil:ft f.t4;sio1 cn1 ~'?ff~ 
(Role or Importance of Budgetary Control) 

~ f.r:r;:,ruy oqjq(-llf'-lcf> lsfi<rr3TI' ~ ~. ~ ~ ~ q,1 ~~ JfOlR'TI ii 
~ ~ -q' ~ ~ ~ >l<fiR t : 

(i) R41'311 ~~~(In the sphere of planning) : ~ ~ cfiT "Q;cf> 'l~ci:!'i°I qil<f i1 
~ cfiT 3llffi ~ ~ ~ f.:r1:lTmf cfi°(1T ~ ~ ~ q,1 ~ ~ m ~ ~ 
~ ~ fl ~ * 1F ~ ~ ~ ~-~ ~ m <J'4cf>IC'll1 ~ ~(,'qcf>l<.111 ~ 
~ ~ ir ~ ~ JfOlR'TI ~ ~ 641q(-llf'-lcf> ~3TI cfiT ~ ~ i1 ~ 
~ f.fn ~~~I 3«1: ~ q,1 qf<cf>(,'q11 f.r:r;:,ruy q,1 6ilc\!?qcf>cll~ ~ ~ ~ q,1 

~ ~I ~ ~ ~ ~ ~ JfOlR'TI ~ <iFlii!<f>lUi ~ ~ cfiT ~ James L. 

Peirce ~ ~ *• "Planning refers to the construction of an operating programme, 
comprehensive enough to cover all phases of operations, and detailed enough that specific 
attention may be given to its fulfilment in controllable segments. ' ' 

<M~ q,1,61jq'?qcf>cll ~t fct;-~ q,1 ~ ~ ~ ~ ~ ~ R'R <f){ffi t, 
~ ~ ~ t fcti" ~ ~ ~ m ~ ~ t? ~ ~ t fcti" ;mq"'rRcf> ~ ~ f.fir 
,tt ~ ~ t ~ ~ wtiR ~ ~ * ~ ~-m ~ q ~ ~ ffl t, ~ 
~ bqjq(-llf'-lcf> f~;ffi ~ ~ cfiT ~ 'l~ci:l'{Of ~ ii ~ W'ft «I"{ ~ ~ q,1 

~ 1Ifircnl ~ ~ m (accentuate and enlarge) ffl i m{ ~ ~ q,1 f.rlITTR 
"5ITTfi<l1 ~ ~ ~ ~ m ~ ~ '11@ t, ~ ~ &m f.rlITTR ~ ~ ~ 3lf~ cfiT 

<i~<#IUI oqrq<.f> ~ ~ t m{ ~ ~ -m 3"ftA-3fCR ~ ~ offi * ~ f ~ ~ ffl cfil 
~f ~~fun q,1 ~ ~ ~ ~ ir ~ ~ ~-oi41c\(-llf'-lcf> ~3TI'q,1 ~ ~ 
~ ~ 1{cif 61 1-1fc1til.lc\1un ~ ~ "ITift i oi!T fctf"F! ~3TI' ~, '(tli:1iiA ~ ~ t m{ ~ 
f•Hlcf>< 01 ~ m wft lm ~ ~ ~ l@ "fR '11@ f I~ JfOlTffi ~ 3Rt1To ~ ~ ~ 
m ~ ~. ~ ~ ~ ~ ~ 61:iW"wi ~ m ~ ~. stiliY ~ f.rlITTR 
~msn<I"~, l)lt!~~~m l)lt!~, ~ ~~~~mWnr~oi!T 
fctf"Ff ~. ~. ~ m{ fc«Rur ~ ~ ~ ~ m ffi"l@ ~ ~ ~ '11@ ir 
~Wn"R~~~~~~m~olt'lf~oi!T~~~~ 
'!f@Rl ~ f.rlITTR ~ m ~ ~ ~ fcf;-qJ ~ t, ~ >l<fiR ~ f.:r:p.ifuy fctf"Ff 
oi41c\(-llf'-lcf> ~3TI ~ ~ cfiT ~ ~ ll!'f):Jq ~ ~ i1 ~ ~ q,1 fsili<rr3TI' ~ ~ 
q f.lr.1'i::laa, 31@1 t ~ ~ mftrn ~cfil ~ men t, 3@: ~ ~ t fct;-~ ~ 1$1 
T{ ~ f.:r:p.ifuy q,1 ~ 3l@ 'J~ci:l'{Of ii 

(ii)~~ 11),r~ (In the Sphere of Co-ordination) : ~ cfiT ~ ~ ~ ri 
~ ~ ~~ri~. ~-fcl'WTI ~ ffl~~q~~cfiBTi 
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~ fq; mGRt ~ (Common goals) >W<f ~~~I~~ m, ~ cfiT ~ 
~ ~ ~ m, ~ qil 1lfit ~ 1lBIT ~ ~ m 3llfu1 ~ ~ 3'.f'TTq it" 1 o1 
WP-iJUT "ITT w-'ilq i ~ 1 cfi1"{ ~"ITT~ "ITT~ i ~ ~ * ollli:Hilf~ifi ~3ll' 
it"~~ men t, ~~~~~it",··~ f.,qfur ~ ~~ M'l:Ff fcNriTI 
qi't <WiRT3ll· q;) ~ ~ i o'" ~ ~'l-<:!lf fclf'l'.Ff fcNJJTif~ ~ lM "tfCTlro IDT! ~ 
men t, ~ "tfCTlro ~ -q-{ ~ cf{1_ <3TB O~~ fq/(~tjO) q{ ~~ii"~~$ i{ 

~~qil~~~t : 
(a) ~ ~ cf ~HfilT.!a <WiRT cfiT ~ ti olllcH-llf~ifi ~3ll' -q· ~ cfiT ~ 

'l(\tq'i_u\ ~ i1 ~ ~ * ~ ~ 3lf'~ 3ltR cfiT<TT cfiT "¢ ~ cfiT<TT ~ ~ 
cfi+IRt ~ <ii"lm * ~ ~ cfi""8 ~ m ~~ti 

(b) ~ ~ ~ cfi8 it" ri 3lf'~ cfiT ~ ~ i, 3'.fo: ri fcr\WTI ~ ·~, 
~3ll' cf Willq113ll°-q-{ ~*"ITT fcr°i'fR ~ @<fl-;;j'@"f f siTI ~ cfiT ~1lcf ~ i1 

(c)~~cfilwa~f-;;nfq;~~m~~t,~~m~ 
~ ~ ~ ~ "51@ ~ 3lf'~ qi)~~~ ti~~~~ 3lf'~ qi)~ 1:@1 

"ffll-;;j'@"f t fq; <WiRT ~ t' ~ ~ qil ~~"$ft q "¢ ~ ~ a:{q~ ~ i, 
( d) ~ * 3lf'~ it"~ cf fiffi-~ ctil<t cti8 qi't 'i:flcA1 mfui'J m"ffl f -;;it fq; 
~ ~ m ~ 'i(\{i::i'!_Of ~ t, 

3'.fo: ~ i fq; ~ ~ cfi1' v:<fi 'l(\tq'i_o\ ~ f, 
(iiiJ ~w'JilOI ~ ~--ij (In the Sphere of Control) : f.rnluT ~ cfi1' ffl fclf'l:Ff 31m it" 

~ -;;j'@"f f, ~~~;~,{#~~James L. Peirce~~ it", "Control is the 
presence in a business of that force which guides it to a predetermined objective by means 
of predetermined policies and decisions."~~ olllqftlf~ifi ~31'1' cJi1' 1P-f-f.ftAftf 
~. <WiRT3ll cf~~ ~ fqf1llf'ld (regulate) cfi\11 molt, 
~ WP-iJUT ~-WP-i!UT ~ cfiT ~ 'l(\tq1a1 wr m t, ~= ~ f.rnluT qil 

fuicTT qi) ~ ~ tt~f~a ~ ~ -;;j'@"f t m ~ ~ f.r:F3l,rr ~ t, ~ 3Rf1IB ~ 
ctiTlt qil ~ v:m ~ m ~ t ~ IDT! ~ qi) ~ "t@1 "ffll ~ fq; ctiTlt 1P-f f.ftAftf 
~~. ~cfffi~ 3lJft"R "ITTffit 3-l~-:m°I ~f.rnluy qilRt:;:f 31qffl~°t: 

(a)~"ffi*~~qil~-;;JR<filU~~ifq;~q;)~~~"tl 
~ ~ ~ ~ ~ amn31'1' ~ ~ ctiTlt cfi""8 ~ m ~ m t, 

.(b) ~ "ffi -q ~ fcii"lllll'E4~ qi) 3ltFft <WiR13ll' ~I fcl:tt-ll:4°1 ~ "(\lffi i oerJ ~ 
~ ~ ~ ~ ~ m ~ ~l ~ ~ ~ fiF.1:!T o.IT }!J{fhli:fi ~ * ~ "ffil@ 

~ ~ "f.\l -;;j'@"f t, 
(c)~~~~Wiffil.~~~m~um<U~~qi)mo 

cfi«ft t, ~ fcr,wy~ qi) ~ ~ I min ~ 3Rf1@ "ITT 3ltR fcr,wy ~ ~ mo cfi8 
mt, 

(d) ~ ~ ~ ~ 'i(."'qii:fi1 cfft ~ ~ ~ f1 ~ ~ 3lcif~ 
3-l~ ~ 3-lqf'~ ~ 3R=t ~- ql«ifcli:fi ~ qil 1P-f f.ftAftJ ~ 3Tcfil * ¥Al qi't ~ f 
o'l.JT m 3Fij"{ ~ ~ ~ i, 'l(;tq'i_O\ ar-ati ctiT fc1:t8tlOI ffl ~ "i:fiRll'TI 3lR ~ m 
dtl{Gl4l ~ qil ~ qil ~ t o'l.JT 6H+·d'ltl"1i:fi 9'ftuTrJ:n' qil ~ -q ~ ~~ 
-~qil~~t, 

~ ~ ~ t fq;~ WP-i!UT, WP-iJUT ~ a),r-q tjt ~ 3l@cfiWR ~ 3-lGT 
~t, 



~4if"'1cfi Slv-1' 
(Theoretical Questions) 

cftd ~ ~ (Long Answer Type Questions) 
I. ~ ~ ~ ~ ~ cl''l1 aq<(lfildi ~ °tj~ °G' <.fl1R ~ cl''i! ~ ~ ~ fcftitq 

~~~~~I 
2. ~ ~ ~ 3lNR~ f<fmm m ~ <fi1 o!ffiglff ~ 1 

3. ~.~~f.rq;:;rur~l$f°G'~~~~<f,1~~1 
4. "~ ~ f.rm;;R it Wffi 'ffi<fT t ~it~~ f om~ it~ in,r ti" 
~ cJ;YR <fil ~ ~I 

5. ~ ~ ~ ~ ~ 3Wi ~ ~ t? ~ ~ ~ ~ ffl'l t? 
6. ~~~t?~~cfil'iA'@~~~of1'R~~~Wq~~ 

itw::fl~? 
7. ~~~~cfil~~l~Sl'llcli(il~ if'ilW'T~~~'ffi'fq::qJf? 
s. ~~q::qytm~~~,ij@Jt?~~<f,1~~~~ 

m ~ f<fl'A m'ITI' cfiT ~I 

9. ~ ~ ~ ~ 'Sf01Tffi ~ ~ °ffiqT ~~~I °tj~ it~~ 
'Sf01Tffi <fil .~ ~ "q{1Jfl' cfiT ~ fi ~ cf>i41>1(1ctdl ~ <fil ~ ~I 

10. ~ ~ <fi1 -qft,wn ~I~ ~~tn -q ~ ~ m:sl <fi1 'GT@~~ 1'i«fl f? 
11 . F1J.-ifc-tf<S1c1 'tf'{ m~ f.:.cqfu1.<1i ~-

( al) ~ ~ ~ (Budgetary Control Proce~s) 
(o() ~ ~ 3lJ1ffir (Budgetary Control Ratios) 
(~) if';fl f<il'i:l(Olii(i (Budget Variances) 
(C:) ~ ~ ~ (Budgetary Control Report) 

12. ~~~it~~~<f,1~~~~-~cfic:1'ffl~~t? 
fc::lf<IH'{clcf> ~I 

13. ~ ~ ~ <fi1 ~ "il1ffl' cfiT ~I 
14. ••~~, c<llc:l~lf<lct, ~3ll~A1ITTA, ~~~<fil~~~t1'' 
~~it~~ <fil ~ cfiT ~I 

~ 3ti'8ti ~ (Short Answer Type Questions) 
1. ~ ~ <fi1 ~ fc::lftqdl~· ~ f? 
2. if';fl m ~ ~ cfiT ~I 

3. ~~"11~~~-t? 
4. ~ ~ ~ <fi1 ~ ~ ~ c1eiri 'tf'{ f.J,n: cfi«ft t? 

••• 
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(Business Budgets and Budgeting) 

3ll'if cfiT ~ ~t:«Hl4 ~ q (filf >lfiR:qm cfiT ti 3lf~ "ffi'I, ~ cfiB q ~ ~ 
m ~ m ~ ~ 1r<f~ cf.TlIT ~>I'~~ it~ <Ro1 ti~~ 
(Proper Planning) q ~ f.r:t3fUT (Dynamic Control) ~ ~ it "{i'f, .cffi"qR q ffl 
o111q1f4:cfi r~3Tl' ~ ffl "tJfturrtiT ~ ~ ~ ~ cf){,T ~ ~ ~ ~ lflll ti~ 
~ fcn'IR fif;<:rr ~ 1R ~ ~ ~ ~ "'1<l", ffl ~ ~~ -q" WfTl(f ~ "'1<l", ~ 
cf,l cp:ff ~ 3N-Wn "'1<l" 31Jfu: G{lffl"tR ~ it m ~"cf,"{~ f.rtti@<ITTRt ~ ~ ~ m 
~ ffl !1 mcfiR cf>l 3Wf 3lR ~ cf>l ~ -~ m ~ ~ (Public Budget) ~ 
cfiB cf>l 6llcl~4cfidl ~~~"ITT~ ffi t ~ ~ ~ ~ !$[ -q" ~ >flTTll 
~mt1 

I ~ cfiT ~ (Meaning of Budget) I 
WC1 ~ -q" ~ ~ cf,l ~an ~ i:ifturrtn cfiT 1q\1~1-1 ti ~ ~ cf,l ~. 

~. 3WT, ~ 31!fu: cf>l ~~~it 3lf'llo4'cRf ~ !1 ~ fifi<:rr-~ (Activities) 
'cf>T~ f.l~m ~ti~~-~ ffiTffl' ~~ ~m ~ -iJTffi i am:~ fufun 
SlfTifficfi{UI ffl t ~ cf>l ~ ~ lffi~· ~ m t-

ame1'11M ~ 3T:JBR, "frl:i#I 64/cfHlmif; #P!n" cf>1 ~ c/lT<I-~ tff< w f.,wrr, 
~ ff1iill:m· cf>1 :m~ ~ # ~ tcrqa 'ief:Jt/l➔ cit ~ m t," 

~olfto~o~o~ ~ 3Tiffi{, ''~ W{ll cf>1 ~ d~ * 1{!i ~ fcf;</f 71</T cf 
~ ~ ~- cf>7 'Jl7fiq ~ 3"'ff 3Tclfi1 -q' T/'T"fR cf>1 'JfR cfT& ;:ftffr ~ ~ FcrriP, afll/31Plcfl qJ,//fq<fi 

fqqru,'t' . 

tu ~o ftrffi ~ 3T:JBR, u~ f.rfifrf ~ t-~ 'frcft ~ n3ir cf ~ 
T/fturr1it. * ~q#IR.c.fi ~ ~ t, q'ff2 <;3r;f?tfm cf ~ * eftTJTT1f ~ ~'!'' 

";Wo ~o ~ ~ ~. '~ ~ * M'R ~: * J1R'fTfcrrr #llrrr cf>1 ~ ~ 
~ t f.ilil ~ -"CRT 37A cfTfit d~ * m 37fvRF. CTfWilft ~ .;rrrrr i1'' 

. ~~'Qi'ml" ~ 3Tiffi{, ,,~ 1f!I R'1fmr 11Rrn73ir w ~ ~ -cf>7 ~ * 
m ~ cf>7 ,if/9 cfTfit n:m· cf>1 ~ ~ t," 

Tffi' ~o ~ ~ ~ -q° "ol//ctHlm<li ~ ~ f.iftrrrf-tffcit 3Tclfi1 * fc;rq ~ * 
w:rnr n cfiffT'it. ff ~ ~ mtt t, w rfDI!'f '3FJTTf 3fPfqT ~ ~ Fcr'7T1T * m 
df:i:IR1<1<1 ~ * lfm R'1fmr ;:ffftp:n; ~3#; 3zyill. 3ik ffi-<17 ~ dJqiffR.,t; ~ f1" 

1
1 6£1iclfHlffcfi GNIGW f4¥lf'4diil' (Features of Business Budget) I 

641<l'81f<-1cfi ~ cf>l R'-if('ifaa ~ f<!ilt1a1~· t-
(i) 641cl'81f<-1cfi ~ ~ ~ ~l:l ~ ft,ftl: hR f<fi<l"T ~ i1 

(i i) ~ f.ltnuT ~ 3lcn~ ~ ~ m ~ 1f-f m ~ i1 
(iii) cx11cl'81f<-1cfi ~ 6J(,qcfi1ct11 ~ci GNcfi1ct1-1 3lcnl:l 'cfiT m ti 6J(,qcfi1ct11 3lcn~ ~ 
~ ~ ~ ~ ~ .fi'q mtr: mcfl t ~ e.ll:lcfilctJ-1 ~~ ~ q-q -q" ~ qtf ilcfl 

cf,l mm t, 
(iv) ~ Rmftf m <ii1 fsti41f..:.1a ~ ~ m ~ f<fi<l"T ~ i1 
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(v) ~ ~ ~ a:f~ qf<q1°ic:ililcfi fcrcwrT i ~ "Bl11!ft, -wl , 39R6£1ll a:fTR cfil ,:ft 
,:ftm v:ci qfb-11011c-qcfi !xlTI§llT ~ i, 

(vi) ~ ~ ~ 'lftuni:n' ~ ~3TI "cfiT ~ '{C!Tjt:JH t, 
(vii) ~'lo,~~~ q;) ~llk11i4,i; m ~ ~ cfil ~ q tfil4cfiflllff 

<it ~ ~ -q ~ ffl qft ~ !, 
6£11<Hllfticti ~ f.fmfto -.ftfu ~ ~ ~ ~ a:fief'-l ~ ~ ~ 7f<TT ~ ~ ~ 

4Rq10 llttlcfi ~ i ~ 'lo, ~, ~ <it ~lsk11~4A m tl "W91TT, WI V!,f aqftoqq cfil 
'{clTj'il1 ,:ft Bf"1f<1a M ~ i, 

l,...._d4_--ii_fl_• l-cfiT-31?.f-. -(M-,e-a-ni-ng_ o_f_B-ud-ge-tJ-.n-g)-., 

'IWTI ~ ~lc:illllcfidl~ ~ ~ -q ~ <ffi cfi1 fcffe.l <it ti ~ ~ ~I 

~~ (J . Batty)~~~~ <ffi cfi1 ~ >ITTf;<l1 <it~~ "fl~~ 
"4ft~~mi-

' ~ efqblj<#,/(1 ~ 'i1>1 ~~-I f.imit' '1fcrr;q 'i1>1 ~Jti <it ffl'#(' Cl> qffffq 

it' ~ m "ff yet eft cfi'1'1l7if rrr ~ rw,, 'iifTcff ti , 
II~ ~ cif;'R 'i1ff fif;ln 'i1>1 ~ ~ ii' 
~ ~ m ~3ir <it ~N,f<cfi ~ ~ ~ -q ~ ~ ~ 1% ~ m qft 

3ll<W-lcfidl ~ i1 ~ fclf~ ti~~~~ ~ -;;r@l i1 ~ 1% >fat~ fsf;-lff i ~ 
~ cn1 ~ ~ m~-m~ ~ "cfiT ~ ,:ft ~ i, 

I oQlc51ftiR:icfi diFitrefl qft-~ (Nature of Business Budgeting) I . 
~ >ITTf;<l1 cf,1 ~ ~ ~ -q cf,1 ~ i-
( 1) 6£11ci!Blf4cfi ~ 1% mt:FI i ~ a:fTtlR' "'4'\ SIG!4.l<h1ll fsf;-lff3rf cfil Sl~ '{uf ~ 

~t,~~,f.Ft-;rur,~q8™<i'r~,~~~~m 
cfi'I '"ltlct4'{0f m'R i1 

(2) 6£11ci!Blf4cfi ~ ~ ~ i ~~&TU 'iWTI fsf;-lff3rf ~ ~ -q ~ 4Fl'A 
~ m m ~ ~ t, ~ ~ cf f.rlt3fOT "cfiT <Wf ,n 3lmR m ~ t, 

(3) 6£11ci1Blf4cfi Gf'ifc 1% ~ ~ ~ t ~ ~ cfi1 ~ ~ ~ ~ ~ 
-q ~ ~ ~ ~ ~3TI <it ~ ~ ~ i1 fcrsf;;:f, ~ , BAlfo4f CfiT ~ , 
ctil4llTifl ~, WI ~ fclfcf~ 'o£l1TI' cfi'I M~'q1ltttcfi ~ ~ -q m1<f ~ i1 

( 4) 6£11•:Hllf4tfi ~ ~ m cfi'I ~ ~ i ~ ~ ~ fsf;-lff ~ <it (i&llttlcfi 
~ -q ~ ~ Sli4-tjct,1ll cfi14!f,lllfldl -q ~ Cfi«IT i1 

(5) 6£11ci1Blf4cfi "il'il'c mR~ d'iii:H~H1ll ~ &RT ~-q ~ ~-;ftftf, ~, ~ 
~ <Wf ~ cfi'I ~4"'11Rcfi ~ t, ~ ~ for-TT ~ cn1 mu -..re' ~~q~1Rcfi q 
3l 6£11 cil l\ lftcfi 'ITT -;;r@l i I 

(6) 6£11ci1Blf4cfi ~ fc:l~ct,lcfi{OI cfi1 ~ fclf~ i ~ 31l'EIR "'4'\ ~ ~ 6£11i:Hilf<-lcfi 
-;;ftq;r ~ ~ -q ~ cf,1 ~ ittt cf,1 -;;rim t, 

oQlc51~1R:icfi d4--iifl•l ~ ~ 
(Objects of Business Budgeting) 

~ -q m m cf1B ~ cfi'I ~ ~ >1.t~ fsf;-lff3ir ~ ~ -q ~ 
~ t, ~ >fat~ fsf;-lff3rf, ~, Wf<R, ~, Rm,~ cf~ -q ~ 
~ti~ cfil ~ Cfil'q·f1 6£11ci!Blf4cfi ~ ~~ cfi1 ~ ~ ~ cfil 1'flfl i-
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(1) ~ IDU ~ (Sponsored by Management)-~ qi7 ~ <hT ~ llFRT 
~,~~fflqil~~"B1!_Dcfi8~~~fflcfitalt1~~~ 

>frtm'~ ~ t ~ ~ <hY 3IBif "TI t ~ ffl Slil-ti<hlll m:m ~ RclT{UT ti~~ t1 

(2) 3'tHGif<1Rt Wcfi1 R~'el<-1-t (Deciding Responsibility Centres)-~ '51\llq"ffl'ffi 
~ ~ &RI 3'd{Gif4<"1 ~ ChT ~ m ~ t1 3~HGlf<-t<"I ~ ~ ~ ~ 
~tj -q' ma i' 3ffi ~ ffl <f>I Sl'iflq'{oj ~ W'1Cf t1 ~ ffi1@ ~ ~ ~ t 
~ d'd{IGlf4cq ~ ~ ~ 3lWT-3lWT ~ ~I 

(3) 1f\il'G ~ (Budget Period)-~ ~ ~ ~ 3lcffq Sll~rI,.;aI -q"{ ~ ~ 
~I ~ 3lcff~ ~ m ~ m;ft ~ am ~~~-mill ~ '<h1 3lcffq fcff"A fi:ti<.Jlij,C"IICf) 

cf..1 ~lq.l(lJi:ficll cl' >I~ ~ cf>l4~.l(IC'icll qi7 ~ -q' ~ wi: ~ 'cf>'\"IT ~I ~: 

~ ~ qq ~ ~ ~ ~ i am ~ ~= ~~ ~. ftri:lm, ~. m,fi!cfi q 

~"C'i'~-q'mffi t, ~~ ~Efi:fi1ctl1 ffl~ ~ ~ 3lcff~ ~~"TI~~~ i, 
(4) ~ ll'1'to ~ (Reasonably Attainable Goals)-~ ~ f.rtfTl1T iii ~ ~ 

f.rt-lRUT-q"{~~~~~~~~im~>ll1<f~~~m~t1 

~ ~ ~ ~ Ri:f ~ "tj'"{ ~ "B ffl@tffl * frRF.fl 3lT -;jffffi i, it~ "Slfl2l' ~ ~ 
3lcff~ ~ ~tj -q' fcNcffi ~ ~I 

(5) a+H«1c.11 ~qjf~ (Participation by Responsible Supervisor)- ~~ 
sill ~ q)l nn<.1I.q<.11 m, ~ ~ "C'i'~<Jr ~ f.rt-lRUT 'ti ~ ~ ~ m ~' f.i1l 
~~~~~~~~~~q~m~~~~~ 
m ~' ~ ~ ffl~ '<h1 3iR "B mm~~~~~ <fi1 «niIq1I ~ m, 

(6) 1Nle' "5l'ftfi.:rr ch't' 'ffitt{_ ~ (Continuous Education of Budget Process)-~ 
~ '<h1 ma;n q)l ffl~ '<h1 <fil"4~ -q"{ ~ '51'qfq ~ t, ~ 3'.l'f'~ qil ~ 
~ q;y 1Fl ~ m ~I ~ ¾ ~ ~ mJq_ ffi8;n '<h1 ~ cfi{";:ft ~I~ mfaJo 
~ ~ ~ fi:tilll.qll1 ~ 4~<"l'{"f 'If4ct>T R'1T ~ t1 ~ @ft§a {tllf~Tt( q ~311 
~~~'ITI~~~mt, · 

(7) &tgRtiof ~ (Significant Exceptions)-~ ~ "B ~ ii:@ zyJo U<'ft t fcti 
4~<"1'i_Ui ~-q"{ m ~ qil ~ ~ ~' qj~fclcfi -qft,rntjr am~ "C'i'~ ~ 3RR 
~ ~ ~ ~ ~ m, m ~ "cf>T oll' ~ ~ ~ '<h1 ~ 6\lq.l(ljij,cJi -ttt· t ,, 

(8) t(4,<c'i4t'II (L'niformity)-,.,lw'H-!1!'4cf> ~~RPM~~~~ "B >lfC<'f 
~ i ~ ~<lilfcl~ ~ ~ '<h1 illdGlq<'fl q ~ ~ Q_cf>{c(4cll .cfil m ~ t1 ~ 
J«'qS;l m4lft q)l. ~ ~ ~ &1141~ ~ '<h1 -um ~ ~ "B ~ ~ -;jffffi t, am 
~~f-t«t cZJ?I)' "cf>T m4Jft '<h1 ~ -q' ~-~~"ell il"1l ~ RtfTl1T -q' ,ft m4Jft '<h1 ~ "Clft"IT'IT 
"cf>T ~*~~~, 

(9) ~ ~ ~ ffi"q' ~ ~ (Matching Cost and Benefits from the 
Budgeting)-~ "Sl'0'Tl'ffi '<h1 ~ ~ 1 >lfC<'f ffi'lfl' "B ~ ~ m;ft ~I ~ "Sl'0'Tl'ffi '<h1 
ffilffi ~ ffl ffi'ITT "B ~ t o1 ~ ~ "Sl'0'Tl'ffi '<h1 &llq ~if4<h ml ~ @t!, 341~'-lcll ~ 
Mt,~~~-q:~cli\"l"lmm~m*,tt~Gff(fqil~-q~~, 

(10) ~ ~ -lifq; qjJ'qf ~ 3RR (Distinction between Line and Staff 
Functions)-~ -q' ~ ~ cfi8 '<h1 ~ qi7 ~ fif;m llRl ~ f1 ~ IDU 
~ °AA q;y 'cf>T4 ~ 'cf>T4 (Line Function) mm t f;i\00 ~ ~ ~ ~ q;y ffl ~ 
~ t, ~ ~ f.rtfTl1T q)l 'ct>T4 ~ q)l ~ <.fiT4 ~ mm t, 

http:q~(q'!.uf
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(11) i!f3le" ~ cfiT ~ (Review of Budget Estimates)-~ ~ qi) 
=&j"""jc:j"""fii'"'fq=-tfi -~ f.ri:nuT ~ -q ~ ~ R@<11~ ~I ~ t! ~~qi) ~ ~ 

cfl1 ~8:lVT Cfir-il ~I ~ ~ * ~ ~ 111: ~Cl 'lii-lillf<4'. q ~ ~ q,{ ~ i 
~~~~~*irf~t1 

(12) ~ ~(Final Approval)-&lic:ltillf4cfi ~ q;y ~ ~ ~ ~ 
~I~~~~ t, 'ITT tfil4c+iRl ~ ~ cfi.f'cf1R4'. q 'mRf * ~ <fil ~ ~ 
W'ftl ~ffl<tlfE!ftrq;y"tffffi~~~~q;)WRR*ri~ 111: ~~ 
~I 

1}1,111!1~11~') 6Qlcil't41~i:.fi •Gtf;:;~r 4; 31ic:1:illti:.fi m;:r 
(Essentials of Effective Business Budgeting) 

~ * ~-~ ~ -q m am m~ ~ ~ Slillc:lltfl(,fl &llc:ltllMc+i ~ 
Jl'1l1Tffi cfil c+ii4c+iR1 ~ ~ ~ t, ~ cfll f.ri:rtui &llc:ltilf<lc+i ~ * ~ ~ ~ ~ ,:ft 
~ ~ cfi\1l m ~ "t-1 'Q;tfi' ixllc:lttlfllefi ~ -q Slillc:l!ill('fl ~ W:iR ~ ~ H'-1ifcfit1 
ornn'111:~~~~-

(l) ~ qfh11flltt ~~•(Clearly Defined Policies and Objectives)
ixllc:lttlf4efi ~am~* Wffi 111: ~ q;y f.rqfuy mar tr 3@: ~ q ~ ~ v:ct 
'i~H~'cf(! ~~I~*~~~~ 3lJllA * ~~ "if>1 ~ ifIB q;y ~ 
m ~ ~ ~ ~ ~ ~ q;y ~ ~ ~ ~'lll1TI 111: cl<il "SJ'IW-f ~I "lJR ~ ~ 
*~"if>1t~~fm~ 1'.ft~"efi\~~f-;rm)~<fil~v:ct 
~ ~ 1:Jft~ m ~, ~ ~ ~ ~ q;y si't_,c:l'i_UI f.ri:JfuT ci fsfi<-11-<:ii<H q,1 

3ll'-ll<f¥1efll f 1 

(2) ~ ~ a•,"H«lf°QRI cfiT ~ f.t ,i:Hl-1 (Clear Fixation of Authority and 

Responsibility)-'Q;tfi' ~ Wlfocr ~ ~ 8llfuT q ~ fsfi<-11-<:ii<-11 * ~ ~ i1 
ttti4f-'4'1 ~ft.lefirR4f ~ 3lf~ v:ct ~ q;y 1l1'f ~ m 'ilRT ~I~~~ ~ 
* ~ 3lf'-lcfi"m "if>1 cm-cm~ cfi11.f ffl t ~ cfi11.f qi) 1fl ffl *~cm-cm ~ 3lf'-lcfiT< 
~ ~ am cfi11.f ~ -q Sl'llcf'{afo<-11 ~ aq1~<-1'1i ~ ~ 111: ~ ~ * cl<iT 

~ ~' ~ ~ ~ -~ ~ J:l\ilc:l'i_ili ~ W1TTffi -q ~ 3llc:ll/ltefi tr ~ q 
t{&lc:lff'fll "tjTra;J ~ f.rqfuy-q ~ ~ -m' mar cR,_ ~ ~ v:ct ~-q ,:ft irntq'luf 

~ ~ cfi"«l1 ti~~~~* 3l'lfq 'q ~ cf>l ~-m' ~ ,if[ 

~ t, ~ ~ ~ 'cfiT4f *~ a'd<~,4l ~~~~~~mm -m"m ~, 
(3) d-.:.iiRi8Q ~lfil'~ (Support ofTop Management)-1:JR fctlm ~ W1TTffi 

cf>1 siit,c:l'i.111 ~~~«RAT t m ~ d'iii:1(-{Hlll ~ q;y irf ~'A~ m ~' ~ -q 
d'iii:1(-{1(1<-t JJiF':I' Cfil ~ q ~ ~ tfii:f'cflR.<ll' -q 3llciifc:Wc!lft ~ mar tr ~ W1TTffi * 
fsfi<-1,-<:1<-11 it ~ m * ~ JJiF':I' ~ -;i- Jll"(<f m m ~ ~ ~ ~ WJTTffi· q;y 
fcrot:r "efi\ ~ t I 

(4) ffl '{clfjqll-, (Sound Forecasting)-&llc:ltilf4<+i 'ic:1ij'll1 fctlm ,:ft ~ <fil 
311'-ll<~lefll ~ tr ~ * am:TT{ 111: fclf"R ~ W:iR ~ \if@ f I &llc:l<l•llf<lc+i ~3Ti cf>1 ~ 
l'.{1'(1', ~ 3llR q;y ~,.. tti,4~H<1 l'ffl <fil ~ ffl * 1I_cf 3N-ft ~ai'i ~ ~ai'i * 'llJc.ft 
~ q;y '{c!i3'll1 WTAl ~ tr W '{c!fj'll1 ~~~(guess work)~~~ m 
'ft'cfi'o1 t, ~ tx ~ flif@ctil<-1 fclf~ q;y ~ lRT ~I ~ ixllc!~lf<lcfi ~ W:iR cf,@ 
~ ~. ~' ~ 3lTR ~ W ~ ~ 'iqf3iM <fil 6llcl~ltefi'11 ~ t ,1 f.rni1 q;y 
~ WJR * ~ ~ q,1 f.rn;1 * l@~ cfil fql(('\tjUj ('f~ ~ ~ * fql(~tjUj (~ 

http:t{C<ICijft.t.rn
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-q q;.:q-;ft ct\ W!ITTi, ~~~&TU f.ffeRr ~~ "B ~' lffi11U ~ <fl olll91Ri:6 ~ 3TIR!:) 
cfilt<lR-q&11~t1 

(5) &llc:1(-fil'i!cfi ~cfif 31'c:t'ftr (Period of Business Budget)-~ ct\ ~ ~ 
~ ct\ ~ "9'"{ R1R ~ i1 &ll<:H•t1f4i:6 ~ ct\ ~El f.rrt-c@' cfiB -q fc«w:l q ~ 
~~ ~-m~--m~ lffi11U ~ q;) 'f:ltA -q &11 ~I ~N<ti1ctl1 ~ q;) ~ cfiB ~ 
~ ~ ~El ~ ~ W:fT ~ q f.rtTuT ffl ~ ~ 3i('Gcfii<"1l1 olll<H-llf4i:fi ~ <fiT 

f.rqfUJ~fl 

(6) ,rof ~ Pl<.t'if-ffn H&icfi-t ~ (Adequate and Planned Accounting System)-
~ ~ ~ ~ olll<=Hllf4cfi ~ ct\ fc!f1A' ~~ ~ ~ -q ~ ~ ct\ 
3ii<H4<ific11 ~ t1 ~ ft;"Q: ~ -q ~ ~-~ m ~ ~ 1 ~ 1{Uf it~ 
~ ~ it1 ~ am: &l~~IHcfi ~-~ ctt Gffl -q 1 m ~ ~ oftRT w-,,q it 
~tam:1oflcfil~~I M d-d{~lf4ccl ~~3fl'lR-q"{~~~~I 

(7) ~,sj:eftt-tnl (Flexibility)-<IR &Jlqeif4i:fi ~ -q <'1'ii4:tftcldl ~ t m ~ ct\ 
~ qftfftl@4{-q ~ &IU' f.lmftf ~ ct\ ~ cfl«'lfctofi lfRll1r'TI' ~ 1ITT ct\ -;;yy ~ v:<f 
f.rtTuT ~ ~fie<i'l 01 ~~~~,:ft it "I@ ti~~ v;cf ~ cti4i41R<fl B ~ 
-q;q it ,i(@f t am:~ ffl ~ ~ ~ ~ ~ m3@J v;ct --qre cfiB <tl 'lJcRI WW<f m 
~ t1 "ajTr -q dvi:ilcf'ii41, ~ ?J@ ct\ dqcl~dl ct\ W!ITTf -q ~' ~ ffl v:<f ~ 
~ ~ ~ q;T 'lt\ccll£.llf ~ "B ~~"ti 

(8) 6Qiq(-41ftlc:fi ~'c:fiT~ll'~~qft- Jii'1cfilft (Knowledge of the Use 
and Limitations of Business Budgeting)-~ Ffi ~ ,:ft~ -;;yy 'lcfiT i Ffi ~ ~ 1ITT 
cfi«l'T t qv1_ ~ ~ ~ ~ ~ l:j'f;f ti~~~ v;ct ~ ~ <fii:f:q1f<<?1 cfil ~ 
ct\~ q ~ milf31T <fiT 1{Uf ~ m ~I ~ ~ ~ ~ JfcliT< ~ ~ q;) 
~ ~ ~ Ffi ~ q;) "ffi1{ itl ~ ~, ~ q 3lelqEfl4J ~ <fiT"{'01 ~ q;) 
~,:ft~~t, 

(9) 6Qlct('1in::icfilf'ira'1ft'fqwqft-~(FonnatiooofBusiness Budget Committee)
~ ~ -q 'Sf[q: ~ ~ <fiT ffl ~ ~ lil&Nlcl<>ti q;) ffl ,i(@f f \;JT ~ ~ v:<f 
~ ~ "B ~ lfflfcRT cmi &11c:telMcfi el3R: <fiT f.rqfuy cf){ "ffiTI t1 ~ ~3il'-q 'ilt\T 
~. ~ q ~ <fiT ffl ~ ~ ,i(@f t, l:iW cfi'T4 l'l&lqlclcfi 1:m Sl\llq'{u\ iPf "B ~ 
~ it "tf@II ~ ~ olllc:telf4cfi elJR: mqfu ct\ ~ ct\ ~ ti ~ ~ ~ lt1l1 'l~ec11of 
3'!'~ <fiT ~ ~ "Sl'U1Tffi ct\~ cfiB -q ~ -;;yy ~ t, ~ mqfu -q 'ilt\T ~ 
fcpl!':iE4~w.'fl!~alornnT~~*cfil4i-c:t41-q~t<,Jt"cf'fi~~ct\uq 
-q ~ ~ fflrft q ~ it "JfTffi ti ~ mqfu ~ ~ ~ Hi-iR1f&d t-

(i) '[c:4fj'li-fl", ~ 1'Jlil' v:ct ~ ~ q;) >IJt<f ~ v:ct ~ ~ 
~I 

(ii) ~ ~ ~ ~ ~ ~ "B ~ ~ ~ qfflq;n'"<l'"{ ~~~I 
(iii) ~ 'Sj1l'JJffi q;) "Sl\llcf'{u\ ~ "B rni41f.qd ~I 
~ ~ ~ ~ ~ li_ct ~ ~ 3l@Rc@ ~ ~ ~ ~ ~ ~ ft;rQ: 

~ mqfu ~ ~ -q "B ~ ~ v;ct ~~ ~c:1e1f4cfi q;) ~ ~ <fiT ~ mtlT 
"JfTffi i ~ ~ 3'!'~ (Budget Officer) ~ ti ~ ~ <fiT ~ f.ii.if("!f&,d f-

(i) ~~~~f.mriq;)~~I 
(ii) ~ fcrinTr q;) ~ ~ ~ cfiB ~ ~ ~ ~ "SIGR ~I 
(iii) ~mi:!@~~~ cfiB ~ ~ fc!f1A' ~ ~ ~ ~ 3fT'lR "9'"{ ~ ~ 

·~~I 
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(iv) olllct~f4cfi ~ mtJfu cfil ~'ffl3TI cf;) ¥JRT, ~ qi"BT ~ fcff'IFJ ~ cf;) 

~ * ~ ~ qi"BT( 

(v) olllct~lf4cfi ~t-~cfftmfr<fcfft~~"q"{~~~~q;Bfl 
(vi) 3llci~4cfii:ll:J.BI< olj(q~rftlcfi ~ ~ ~ Cf>1 ftt4i1R~I qi"BT( 

(vii) 6!1cf~4cfii:li ~ "q"{ ~ cf;) ~£A t- @ll ~14f""-li:I fq\'fllTI' t- 'tim' "J-'I: ~ cf;) 
m, 

(10) 'ffil@'~ ~ifGc:44>14 ~qft 3QHfdl4 (Availability of Cost and Statistical 

Information}-~~ '{ctfj'll•fi t-~ ~ ~3TI cfil 3ilci~<lcfii:II ~"tr~~ 
'lctfj411 dll"( oq1ct~lf4cfi -;ftfu-f.Jtlttur t-~ cfiT ffl 'cfi«TT tr ~ 11\llctcfiRl ~ ~ t
~ "RTT@~ cfiT ~ v:ci ~ ~ ~ t, ~ ~ ~ * ~ ~' ~. 
~-orp:f, ~. ~ ~ ~ 3Fq ~ * ~ ~ ~ cfil ~ ~ t, fdRT 
~ ~ ~ ~ ~ 'lclfj'll-n· "q"{ ~ 'ITT ffiqffi ~ ~ ~ W-flffi tr 

'{<ilf:pn-1 <fm ~-q aFffi' 
· (Difference between Forecast and Budget) 

'{clfj'll1 ~~zyn'cfil~ qfcfliq~~\jf@Jtl zyn'm 1{lcfi 3fciN~ ~ cf@ 
fflt-~~~~tam~~~zyn'~q;)~~~ q4f4q1~ ~~~ 
ffl "cfi«fl t, qJffl ~ 11 zyn' ~ ~ oRR ~ t-

aRl'{qif '{qfjq1=, ~ 

amITT' 

l. A<ITTR ~ 3U<tiffl-lcfi dezn' "tR ~ 'tt ~~~"tf{~t~ 
~IDU~~t-3lT'lR"tR 3fl<fiffl-lcf, <:fezn' "tR ~ anf'.13io ~ ~ 

qlff, ~ <{T 31Tm q,11i<f ~ ~ i, 
~fl 

# 

2.sfi'tf l~~~;,rmt1 ~~-q'~ t-3fltff{ "tR 

I 
m~~~;,rmfr 

3. ~ ~ -q' ~ f.rflrrvT ~~ ~ ffi t, ~ ~ ~ t am ~ ~ ~ 
~ ~qi'RlITTJfl * ffiq 1{Uf Jl"4m ~ ;,rm ft 

4. cli:ff~1(q1 ~ 'ii" cl'.-.ilcl1q1 cfil ~ ~ ~ ~ t-~~ -q' 3,~~ ff....-icl1q1 cfill' 
~t, . 

5. ~ I tc:tfj'lll1 ~ ~ iff J!'CfiR cf;1 ~ ~t-IDU~~~~ 
w,:rq~ft "ffi'l~~~i, 

6. WAT 1::~-n~ r ar-:~:;::~ ~ * ~ q,1 ~ qjf(l(qq, 

~ ~ ~ 3RR * ~ qiJ -qffi 

ffl'ER cf ~ w,:rq ~ t, ~ ~ t 3m: ~ -q' ~ ~ 
IDU ffl£R cf ~ <6T4 w,:rq i'r 

7. fc1~c1~.jj4a1 ~~~"ti"{~~~ ~ cf;1 f.rqfur ~ * 3ll~ "ti"{~ 

~ "'1 ~lffl q 3ffi:lcfilR.4l t- ~ ~ t, ~ cmvT ~ ~ ~ 
~ "ti"{ 3fl~ ffi t, ~ ~ ~ ~ 3m: (q~q~.jl<.j ~ f1 

l1ffl t rorcti1 ~ cf lm ~ f;fft.@ 

" 
~t, 
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oc:mnuf!4cn ~ Rqfo, ct\ !,!fs:nlll 

(Process of Business Preparation) 

f'Ff-f'Ff 6qcH-Jl<TI. 4> ~ ~ ffl qft Mf:f 3IB1T-3IB1T mm i1 ~ ~ ~ ~ 
31Tf$f, BlfT-'I, 3llcf~ll<ti<ll3li q. ~ ~ fcfl'Ff oU<tiT ~ ~ ~ -;;J@ f 1 ~ ~ R'lTI11J 
qft ~ ~ m l'flTT i1 ~ ~ qft ~ -q' ~411·11..qcllll f11-1f1.1f&e1 cfiG't ~ -;;J@ t-

1. -;ftftr ~ (Formulation of Policies)--.r,,g) -<ti) ~ ~ ~ ~ ~ <tt 
3lli=Hll<ti<ll mm i1 ~ ~ ~, ~, i_;;ft, ~, ~, m, sfi<:f q Wf ~ ~ -q' mm 
t, ~ R'-TT{UT ~~ti~ mi:!fu mu~ ffl-<t,) ~ ~M"'1"ffi ti~~~ 
~<R°eftmqtf~~~~JIT({f~~~<R~M"'1"<1Tt1f.r'1~q 
tj~f{1(lll ~ ~ -.r,,g) ~ ~ -q' ~ ~ ~ ~ qiT ffl Cfi«ft ~I 

2. 1Nl"Z' ~ ~ 'i:fiTlt (Preliminary activities relating to Budget)-~ ~ 
~ ~ ~ ~ air~ qft ~ ~ ~ f-;rm) -.r,,g) ~ ~ ~ ~ 
JIT({f mm,~~~~. fstilll...:i<l'1 "cf'~~ v;<ti" R'1fu@ Hlltticfcil ~I Sl"llcfcfil(1 

q ~ mcfi t1 ~ ~ ~ air~ ~ H<ltticfctl (Budget Manual) -<ti) ~ ffl" 
tt'4f.:tia f.l"qtjy, ~ q ~ -<ti) ~ cfil; ~ fr ~ ~ ~\Jlcl'I_af fsti<ll...:ill-f if;"~ 
M'Ff ~ W' (Budget Centres) <tt ~ <tt ~tr~~ v;<ti" ~ W1o-f ~ qiT ,ft 
~ cfil; ~ ~I ~ ~ ~ W1o-i -q' 3N-U wmf -<ti)~ ~-<ti) 3Tiffl ~ ~ 
~ tr W1o-f ~ ~ ~ ~ ~ ~ "<tiTm ~ d'd{c;lfqiql· -<ti) 1lR'W«f <l)"{ffl i1 ~ 
~ ~ ~,t -q' v;<ti" W1o-{ -mt~ Jlqif{ qiT m ~ t-

sfi<:f ~ 
~ ~ 

sfi<:f ~ ~~. 
W<'f,1~ 
~ oQ"ll' 

~m~ 

~ 

~ 

~ air~ 
I 

~air~ 
I 

cfim 
~ 

m-icit~ WJGifiR: 
3lR 1ffiU"Z 

-am GifiR: 

('1li ffllQT 1) 

~ 
~ 

ffi~~ 
~ 

~ 

~ 

~ "ffiT@ 

~.~ 

"ffiT@ ~, 

~ oQ"ll' GifiR:' 
~~. 
l.lTR{ GifiR: 

~air~~~ -smR-A qif ffl ~ t ~~ ~-q' ~ q ~ qiT ffl 
~ mi:!fu Cfi«TT t I 

3. '{ctfjql-if ~1rim't (Preparation of Forecasts)-~ -.r,,g) ~ ~ ~ ~ ~ 
~ qft ~M~<lcficli ~ti~ 'l_qljttl·Jf-q' ~. ~. ~. "ffil'@, "-fl1G fT-'!, sfi<:f 
~-~ o!l"ll' ~ fl ffilffi '{qijttl-ff °q' ~ ~. ~ q ~ oQ"ll' "ffil'@, ~ 
"ffiT@ q ~f:JR 3lR ft'4cfilft ~ ~ ~ q,l 3llcl~<lcfidl ~ tr ~ "ilR -q ~ 
fr.i~ fil{T (.\(gjqj(,jcfi ~ "Sl11<l fcfr@ qtff ~ ~ ~ ~ 3l"qf£f ~ ~ ~ am: "ifl'lfR 

ctt ~~-q ~ ~ ftL\Jlfc:M ~-<ti) ~ -q ~ ~ \ifjij ~, '{qljttl1l ctt ~ ~ ~ 
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3Rcfi" fclf~ m -q a:mft t1 ~ fclf~ -q 3u'qq;m cflt, <fi'{tjlfh11· ~ ~ <tt ~ cfil t'll'R 

nID slf@T t, ~ -q ~ ~'tl q ~ fli@cf>lll fclf~ ,:ft m -q ~ "ITclT t1 ~ -q 
~ ~ ~ ~ ~ ~ m fcfim ~ fclff:l' cfiT m ~ ~ slf@T t ~ ~ ~ 3Tif:Tcfi 
w~ l:lra.ir(.'!a ~ i'f m ctt "ITclT t, 

4. ~ ~ g-,Rhm (Co-ordination and Review)-3lJ'IWT 3Tif:TcfiTU 3l<R ~ 
cfil fcf'IWTI~ ~ l:l1~ ~ ~ 3u''tl<fim ~ ~ $r ~ t ~ ~ 3u''tl<fim ~ ~ ~ ~ 
~ ~ ~ ti ~ ~ fclf~ ~qif("<lqi ~311 cfiT ~ cfl«ft t ~ ~ ctt 
"ffi~ ~~, wn:~~~t7ilt~-cfil~~*~m~im~1R 
fcmii UTA ~ -mm t, ~ ~ ~ cfil lj@ ~ (key factor) ~ ~'l -q Mfirn q 

oqc1ff\!lt1 ~ slf@T t, ~31'!' cfil ~#I~~ m ~ ~ ~ slf@T t ~ * ~ 
~ * ~ Gij~ ~ '6qq'QR 3l@l m m ~ ~ ~ ~ ~ 1R ~ ~ ~ slf@T t, 
341cl}(4<fidl ~ 1R ~ ~ cfil mTI ~ ~ 1R ~ ~ ~ i1 

S. &llcHtlfllcfi ~cnrf.fqfur (Preparation of Business Budgets)-fclf~ 'iqljl411l· 

~ ~ ~ r-=ifchm if;"~~ 3TI'tl<fim cfil &llclflifll<fi ~ ~ f.li:rtuT cfiT ~ ~ ~ 
t, ~ ~~ ~ ~ rsMl}(Tictdl cfil ~ ~ ~~ i1 ~-m ~ ~ ~~ 
-sr'tflfc@ mm t- · 

(i) T@qtTT~-qfturrq1R; 

( ii) ~ °tj'l'.lf54 ~ «I\ 1R; 

(iii) cffillR qf<f~foqf Tf <fil4~p1cti11 ~ cl,1 mtJT 1RI 

fiMl}(Tictdl «R ~ ~ ~ ~ ~ 3lqff:l' cfiT ~ i@J i1 ~ ~<A<fil1.1l-1 q 

<.N<tilctl-1 ~ m W:iR ~ \ifT ~ i 1 ~ WTI'tl ~ of\iRT. cfil ~'11FiR' 3l<Afqf~ -q ~ 
slf@T i1 ~ ~ cfil UfR-q' 00 ~ ~ 3TI'tl<fim cfil fclf~ ~ct tq\j141-fi cfil @fu@ ~ 
-q ~ ~ i@J t ~ of'iR1 cl,1 ~ ~ 3i'T "ITclT t, fclf'IF! fsMlflict, of'iRT ~ ~ 
ffl ~~~~~ cfiT ,:ft R11fUJ ~slf@Ttl 

6. ~ ~ (Final Approval)-m{ of\iRT cfil ~ ~ #I ~ ~ ~ 31Rfl4' 
~ ~ ~ ~ mto ~ ~ i@T ti fsRT -;ftfu-~ ~ ~ ~ ~ 
~ cfil fstilll.q)-11 ~ ~ t1 ~ ~ ~ ~ ~ ~ ~ ~ fclf~ 
~ cfil ~ fl141<l1"1-i cf ~ &RT 31Rf-i:r ~ ~ 1F'f ~mi ~ \ifT ~ t, 

7. fai41,qQ-, (Implementation)-:-~~ &RT 31Rfl4' ~ ~ ~ m "'1R ~ 
~ ~ ~ ~ <tt ~ ~ oB -mm i ~ ~ 3TI'tl<fim of\iRT cl,1 ~ ~ fq'lf1T cfil 
fst>41-<lll-1 'ifi" ~ $r ~ t, ~ fq~ ~ 3tJ'IWT 3'.lf~ cfil ~ -q mfuf Wlf-q ~ 
~ ~ ~ tc1Y1141-?i cfil 1itT m ~ ~ ~ m q ~ m cfiT 3t'~ ~ * f.!trtfuy 
mtJT ocfi ~ m slf@T t, 

~cfif c:l•ffcfilOI 
(Classification of Budget) 

~ cfil 3Rcfi" ~ ~ ~ ~ \ifT ~ i ~ fll'ilrtld<ll ~ q•ffqi(ut ~ 
~~~3fftITT!-

(a) ~ 3i'TtITT (Time Basis) 

(b) ffl 3i'T'=m (Function Basis) 

(c) cti'iHTI{-ldt 3i'TtITT (Flexibility Basis) 



336 /'ffll@' fcl~~qOf ~ R<-4½101 

~ ~ cf•ffcfi{UI ct,l ~ 'qfl ~ ~ ~ ~ "Bcfi'ffi t- . 
~~ q•lfcMUI qiT ~ 

~31rEn{ ~ 3lrEn{ ~:q~ilddl ~ 

I I 

~~ ~if,,R; 

~ ~ ~~ . ~ ~oirl' 
if,iR; ~ ~ ~ ~ 

~ 
11 I mnl~ ~t'IJT@ ,mm;f t'IJT@ ~l(i:f~ ffl l(<f fcrc!im 

~ if,iR; ~~ oirl' if,iR; ~ 

mlllit~ ~~ ~~ ~~ 
~ ~ 

('fl'lt 'ffl!l!n 2) 

(A)~ :amrrr~ (Time Based Budget)-~ 3lTtfR ~ ~ cf>1 <JR 'WTI -q ~ ~ 
~ i-

(i) cftd-~'&Nra' (Long-term Budget)-~~~~ <!.lefcfi1ctl1 ffl q ~ari 
~ ~ ..... r~a ~ t~ ~ ~ ~ ~ 31'ffil 1l_fq, 'lf<R ~ . rn, "tfiff "~ qiR 

31Tfu:~~ ~f, ~~ct,13lcd"'l eq11~M13 qiif~~ 20 qiif~"ffiftt1 ~Ncfi1ctl1 

~ ~cfilctl1 ~ ~ R11fur -q ~~(Base Planning) ct,1 ~ f.rqm t, ~ ~ 
-q~fcu1R~~q,l'Effllmcf>l~,jf@ftj~~~~~~~ 
-~ cf>1 ~ -q 3f(i-(lcfiR•il1 q ~ ~ -q -qftqft@ qi"{ ~ ,jf@f f, -

(ii) ~@4i:6it-ft-t m (Short-term Budset)-~ ~~ {lel'cti1ctl1 ~ cf>1 3lTtfR ~ 
~~~ti~ ~= ~ ~ 3le:lf'-1 (Financial Period)~~~~ f ~ ~ 
~ ~ ~ ~ ~ '1ft ~ ~ t, ~ ~-~ fsf;-qy3li if;~ ctltfcti1ctl1 ~ ~ 
~~~fl ~~~~~-q~~~f 3ITT:~~q ~~cf>lm 
~,jf@ffl 

(iii) ~ 1f\ira' (Current Budget)-~ cf•ffcfi{OI -P-lT f 1 ~ ~ ~ ~ ~ 3le:lf'-1 ~ 
~ f am~~ Sl\ilcf'l_Uf fsti41-<i•H ~- q$ffl'l_Uf ~ 3ro cfi'.{ij f, ~ ~ 3f~cfilffi1 ~ 
ct,1 ~ ~ ~ ~ ~ f am &l(i-(lcfil~1 ffl' ~ ~ ~ ~-~ 3lcd"~ -q ~ 
J,l'qlq'{Oi R4,ivrct,1 ~-q ~~fl~ ~ct,1 ~~~. ~~ "4T ~~ 
oqi mm t, ~ ~ -* ('f~ ~ 3fTfrn: ~ ,tt f.lft.ra ~ ,ifT m ti 
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(B) ffl am:ITT" 1f,ifZ' (Functionality Based Budget)-~ cfil wit ~ ~ 
~-~ tt ~ ~ -q ~'4\lf.-tin mcrr t ~ m tjt ~~1 fsfi4,-<4<M q ~ ~ "m' 
q;r~fcrt1FJ~* 3Titm 1R tjtm~t, ffl* 3{1~1R ~q;)cn~qtjf-qaUGT 
-;;JT~t-

(i) ~ ~ (Subsidiary Budget) 

(ii) ~ 'iNTe (Master Budget) 

(i) ~~-~ qIT ~ ~ fifi.TT * lfiR: ~ 3ffiTl-3@Ti ~ fifi-q -;;JTij 
t, 'f,'I °m' qi'f f.rqftrJ 'if\i!'l ~ ID'U ~ 7'!Tffl t 3ITT ~ fsfi41-<441 et:aijf.-tid fc!'li'IIUl~ 

ID'U 1lCTT t1 11' °m' <fil fffi41-<441 if'iR (Functional Budget) 'cf ~ if'iR (Subsidiary 

Budgets) * -ITif 1t '1iRT ,if@l !1 ~ filsn1 ~. ~ .r,;g , ~ "ffil@ ~ ~ ~ 
aqq,ifcfi<o1, ~ lfiR: ~ ~ .r,;g ~ tr 

(ii) ~ ~-~ .r,;g q;r m ~ &i~cfinR41' i;:m m t, ~ ~ -q .r,;g 
~..,, 11,U ~ ~ ~ -q f.tf,@ ~fl~~ 1t fcif,r-i SIG!-€1cf>14 1$11' -q~ 
~~~t,~~ffl11-m~m3{lf'Yf<fi~*~-q~~~~t, 

(C) Miiefteu,, 31TIITT' ~ (Flexibility Based Budget)-~ 3Titm 1R "m' q;) en 
,wn'-qilRJ~~t-

(i) ~11-R (Fixed Budget)-~~ -q f.rmfuf ~ im ~ -q f.lft-iffl ~ -;;JTij 
i'1 of'ilG ~ * mR o41cHllf<lcfi qfU~fd4i -q ~ ~ ~ q;) ~ -q "raT ,if@l t1 ~ 
~ 7.fiT f.rqftrJ ~: ~ ffli 1R l@l f ~ ~ am: "ffil@ t (l_qf::!'wfl -q i:iuf ~ 'cf 

R~i4<fdl ~ ,iffiff f1 

(il) HliHU< 1l'ifl' (Flexible Budget)-~~ -q ~ * ~ m' 1R fclf1rf 
~ ~ ~ f.rrt.:@ ~ -;;JTij t, ~~ti~~ q;) w-l qtjf -q ~ ,if@l 

f-a:r.1f-qf{q<f1itftct "ffil@, ~ ~. qf<q<f1liOct "ffil@I ~ ql«Jf<icfi ~ f-im ~ 
~ 11{ m -a-m ~ * ~ M ~ ~ ~ ~ ffllft Fflicfi'f ~ -;;JTij t, 

I <11"64,fl('il lf'il'e (Flexibl~ Budget) 1 · 

I ("llill,ft('il q'i l'-llil1'3:0f ~ ~ 3U1,1,S4j€4 ~ qft<qjqj4· 
(Meaning and Definitions of Flexible Budget) 

- . 

~ 'cflf * ~ ~-q "cfif ~ qf<fftfRMi ~ m ~ t ~ "cfiT{'U1 W!R ~ * 
3Titm 11{ ffl cfir-u qifo;J ~ ,if@l t, 3«1': ~ W!I@ ~ ffl * ft;i-q t-il,-nnct ~ 7.fiT 

f.rqftrJ ~ ,if@l fr ~ WfiR * .r,;g -q qf<ffi'.1@41" ~ ~ e'll<fl-311 ffl cfil fi ~ '1 
~ilcftt1 
t-niillflH ~ f?lr 1fiRT ifft ~ ,pRrT t ~ -i#,14~fl"Rrll RTrr W 31ro1f 'f{li M11Tff 
~~;;rm- ft fi!b411f1Hrll RTrr W ~ ~ W fim;q- ifft fidir-r' immff "ff t1 

3fV.l?1T' 

Hlw,llH .,,-;ifc"ff~~.,,-;ilc"fff~qfif?Jhtm·-a;a1jmnrrFmr"R"N414l'al➔ 
;;rr'ri;-1 

3fV.l?1T' 
~l(iifc'lf'll(iifct~NiPr qfifpqft,,if if ~fi,;lff ;;rr'ri;-1 ?:f1"l(iifctffrotN 
M11Tff 'iffl qfiad➔m"Rill ~~-a; 311f11fW1fflllT~t, pr~iM111rfT'Wflli11r
-a; 'm'I, NUl~PliwlilTHT I 
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fil-.ffi@ ~ * ~ t W'IR ffl&fl=@T ~ -"CR~. ffilTcl ~ ~ cft l'./BIT ~ 
cfl ~ i1 ~ ~ * fcf,m ,fr ~ «R "CR i:llRlfclcfi ~ cfl ~ ~ ~ ¥RT 
~W'qqm-qrnr!, 

~olfto~o11;0, ~ t ~. 11

i:VRffeicfi (~) ffnzrm.Z7rTT «n: <1)" Wfl fflfrfn 
ffl ~ ~ cit ~ ~ ~ ~ -q· rrft'1rfirrr fri;<{f ~ Hcfiaf -!1" 

'ffto~o~o11;0 t ~. "~ ~ 11!fi ~ "t -iTt ffl"ffff mq1· c/i1 ~ -q· 3Rff 

~ <fiffll -! am &ll1:tilC'lr11 ~ ~ «n: <1)" ~,tit. 'efteftfff fri,ln i'ffTfff -!'' . 
amo~o~ ~ t ~, ''1«fi" frrilwtff q;if°c fit; 41:tllC'ldl ~ Fcffi:Fr ~ Rm. 'ff 
~ J<tiR-w, ~ 7ff.iPll.m· cfiT 1<cfi" #c ~," . 

c.11'i:l~nt.1 ~ fs.-;;q1~nt.1a1 ~ ~ 1l,cfi" ~ «n: t @it~ ofWTT ~. ~ fs.-;;q1~nat11 
t W'IR «Ri t ~ ~-3l:flR ~ 'cfi"«TT i; ~-~ ~ ~ t 70%, 80%, 
90%, 95% 3l'TTG «m "CR ~ "t.111@' cl~ 3,fTfq t ~I {B >fcliR ~ ~ i:li«Jfqcf> 
~ i::Jr5IT ~ ~ cft ~1 qf<ff-111@~- *· ~ ~ ~ ~ m ,if@f t, 

''&Jici:tilC'I ~ m ~ w ~'l!' ~ w-! trt; m ~ fef'R Rm. w ~, 
ffTTfff T!!fi Ml'1 cf>t ~i:ffjl./1'1 ff1TT _"c# "R W "Wlfcf eft i'ffTfff ~ frt; m ~ qJRlfq<fi «n: W ~ 
WIT i:VRlfr:f<ti R<iff gf'f7T m 'fff'1 W ~ ~ 'J{'1fcf cit~~~ WIT 3//q:14<fii11 m- W 

31rit ~ ~ &41<i/'Jf1 fri,ln ~ ~," ~ * Wi]'q "t.111@' ~ cft ~ m "CR ct1-.:1~ne1 
~ IDU ffiT@ ~ ~ cf.T 3fCRFII ~ m "\if@l i1 

(11f-4~f1<1 ~cnl fcl~1tHTitl° 
(Characteristics of Flexible Budget) 

c11-.:1~ne1 ~ cft ~ fq~tiia,t1· ~ m t-
1. ct1-.:1~na ~ * ,ji5lf!.11~,a ~ai\' t 'Sl''W-11 "CR ~ cft ~ mm t, 
2. ffi'q~Tit.1 ~ * ~ t ~ «R 'ti'{ ~ ~ ffl t, 
3. <:11-.:1~nt.1 ~*'WU~ t ~ 'Sl"W-IT cft ~~mm t, 
4. c.11-.:1:tna ~ ~ t W'IR fs.-;;q1:tne1a, f<m. t m 1l_ct * m ~ ~ "fl 

~t, 
5. ctl'i:lltflc-t ~ ~ 3Tqf~ ~ fli.i!f..:t.ld ffl i1 
6. Rf'q)i'flt.1 ~ * ffil@l' 'qil W!R, 3Rf-qf<qcf1:tilt.1 ~f qf{qcf1:tilt.1 ~ * ~~ W'qq 

mt, 
1. <:11-.:1:tna ~ TJfumt.1' ~ mm t, 
s. c11'i:l:tne1 ~ * qf<ff-111@41 ~ 31Jf!T, ftl41({1'1!1 ""1 ~ mm t, 

(11T.4~n(1 ~qft ~,cc~llcfii:11 
(Need of Flexible Budget) 

f.11-1f('Jf(gd qftff-111fctq'f * ~ ~ <RAT ~ m "\if@l i-
1. ~ ~ cft f-rmn ~ *~ mffifl m, 
2. ~t"@it ~ Wlq~cfl ~ ~ml 



64jq'4jfQcfi 1f\ile~~ / 339 

3. ~ <tt ~ ~ lil Wcfi1U ffi * ~ lil 1WT * ~ ~ cfiRVI ~ ~ 
-F.:tfsfi=<.11rar~fl"""'t:1=c11 i:fiT l<R ~-~ "tR lffiqfi@ men ~ m, 

4. ~ ~ ~ ~ "5lcfiR ~ ~ cnT f.J$J m ~ <fiRVI 1WT cnT ~ ~ WT1<T1 ~ 
~-1'~1 

s. ~ <tt m (ftrr -m -q· ~ ~ <fiRVI lWT <tt 1ITTl1 ~-~ "tR ~ mm 
~ill 

Hli.4~ne-t ~'t- amm-
<»asts of Flexible Budget) 

{'11tj~H ~ 4AA ~ ~ cfiRVI ~ 3lT'-IR t-
i . oQlcH-tlf<lc:fi 3~ic:ltj-'ff CfiT ~ ~ ~ ~ ~I 

2. 31.:a<f~1<.1 311f~ -:ftrn * ~ 
3: ~mlTT 
4. ttlf11q~ ~an' ~ ~ Cfil l-1"11•:MI 

5. oll'ilck11~ Cfil ~ ~ -q· f.rvffi: ~ 
6. ~ Cfil ~ ~ 
7. ~ qflf~@<Jf * ~ 
8. ~. l-1~¥ic:li$1, $:n, ~cl~~ Cfil ~ ~ 
9. qflc:1a1¥il(1 ~ ffi 
Io. aq-inck1,~ <fil m, ~ v:ct -m * ~ 
11 . ~~*~Cfil~ 
12. ~ Cfil l'ITTffl@ ~I 

,,-------------. 
~lf.4~ft(WI Qecf,1' aq4'nh11 

(Utility of Flexible Budget) 

f.11-tR-!f&cl oQc:1(-ll<fi ~ @q {'11tj}(i)('1 ~ Cfil aq,:i:ifilcll 3TI~ mm t
i. ~~;;it~ n<fi' ~ ~ m, 
2. ~ ~ f;;r-f "tR Wcfi1U -:ft@ cnT 3TI~ Jrqfcf 'Gl"ffi t, 
3. ~ mm Cfil ~cl@~, 

4. ~ ~ ~ R..ffe@ ~ ~ oQlc:1(-lrf<lc:fi a~,c:1tj1 ~ ~ t, 
5. 1l_Uf Sl@<.flfilcll ~'fql Q,ifiiNc:fil<lt',lc:fi Sl@<.flfira, ~ 3Rf1IB ffl ~ cl@ ~I 

6. ~ ~~~~ t, 
7. ~ ~ ~ aq\il<kll3TI<fil 3fTq qf<c:1ri1llilt1 ~ (ftrr r-r "TI: -m cnT 31f~ 11"1'Jcf 

'Gl"ffi ~I 

~ ~ c4' ffcfi(O I <f'IT ~ '1fO'RT . 

(Classification of Costs and its Calculation) 

'C1'JT@ ~ Wq1' cn1 ~ Slijifa ~ 3lT'-IR "tR tfR 1'JTTI * ~ ~ ~ t-
1. qfhilf•Wftt=t li!N (Variable Expenses)-qf<c:1a1llilt1 oqqi cn1 J«'qt_:r 'C1'JT@ 31'fqT 

3Hj4rfctc:fi mt@ ,:ft ffl ti qRc:1J1~ftt1 ~ qiJ ~ o-f ~ oqqi ~ t 'ill~ ,tt 1ITTl1 ~ 
m'f ~~~fr q;,fi-q;,fi Jtfd ~ -qft(@f ~ -q qflffiqRi;,1.:q ~~~fr~ 
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~ ·q,'\ -qy,rr ~ ~ '9"{ ~ ~ '1lT ~ m \Jf@ ti~~ of-'J@ ~ R"'1 oll'<TT <fil 
qRc1J1~n<-1 ~ -q ~ M ~ t-
~ ~. ~ w:i, 3F<l' ~~ lJfl1, ~a:l WIB ~ * ri ~ n!U ~ ri ~ 

~~ qRc1J1~ih:1 3{~ 100% 1:ffic«f~ IBl9T "ITTI 

~ TJ1l'RT fstitJ1~n<-1a1 «R * ~ -q 61q;1lfu1ct1'4 um ~ cfi't \;fiffi i1 
~-

Amount of Variable Exp. at present level of activity D . d 
1 1 

f . • 
--------------x esrre eve o acllvity 

% of present level of activity 

2. aq-qf<c:Hf-,~nH ~ (Semi-variable Expenses)-~ qf{c1tf-,~ih1 ~ 3f.lf
~ oll'<TT Cfil ~ o-f ~ ~ i ~ ~ 'q!Tj ~ n'U ~ 1lJTI ~ Wli@ Cfil ffi i1 ~ 
~, m 'Sl@~ -w:JR ~ t ~, ~ ~<t 'q-w:JR ~ l1 ~ ~ ~ ~ ~ 
Wli@ * ~ * ~ -q ~ ~ ~ * wm: '9"{ qft<fif<.-ta qf(qJ-,~fl<-1 ~ q,'\ Trm -q ~ 
~<fil~~-q>RfmJM~i1~~~~~'9"{~~~in!U~ 
~ -q ffi<A <FT~~ q,l lJT,rr -q ~ '!ffic«R * 3fjG'@ ~ 'cfil'.T mm i1 M ~ <fil 
~-qf<c1d1llflct ~ -q ~ M ~ ~ i-

(i) ~ ~ ~-ffl<R ~ -q ~ ~ °ITTI 

(ii) f-;f;f ~ * "flT'H 1% ~ ~ 99% nq> ~ ~ qf(c1J1llflct ffiW ~3ll m1 
(iii)~~~ fcmm: (Range of Production)*~ '9"{ ~ 3{efqJ Gil '{'g- m°I 

fu!rtl'Zllf.ffl11Tn (Fixed Expenses/Cost)-~~~~ ffl-~ ~ wrm acfi 

m<f: ~fctim~ ~ * 3,i!fq-q~fsf;?:n~ '9"{ WR~~ mi 31~ ~ 
~ ~ ~ 100% ~ ~ o<t> ~ ~ 61qf<a.fifo ~ i n!U ~ ~ q,'\ Tim ~ 
~ '9"{ ~ ,m mt i1 R"'1 ~ <fil W!I"{ ~ -q ~ M ,jj'@f i-

(i) ~ ri~~~( ~~*~~~~~I 
· (ii) f-;f;f ~ * 00 100% ~ fuw i ~ W!I"{ ~ llT-ll ,jj'@f i1 

(iii) fctim ~ ~ ~ m * 3NJcf -q SllllR-IAcfi ~ ~ ~ "cfil ,:ft~~ 
-q~ M ,jj'@ftl 

<-11i:4~TIM ~cnl~~ffl'l . 
(Importance or Advantages of Flexible Budget) 

Ji=qllfl<i'! ~ Cfil ~ 31~ ·~ ~ Jiqif{ i-
1. J'i=qllfll."i ~ if q[<f~filqf * ~ ffl<R ~ t1 

2. Hltjllfll."i ~ -q mi:JR'f fcmC\11101 cfiT?f ~ "ITT ,jj'@f ti 
3. ~1=qllflct ~ -q ~ mq)' * ~ q,1 ~ ~ ~ i1 
4. ~ ~ -q C1]1'@ ~ Cfil ffl ~ m ,jj'@f t, 
5. Mftjllfl<i'I ~ -q ffi1'@ Cfil c:jl~(Oj W!I"{, ~-qftc1J1~flct cftJl qf<1:1d1lli'l1.1 ~ ~ -q 

~ -;;JR * tfiWTI ffi1'@ n!U ~ '9"{ fctim cfiRcfi * "5f1{fq <fil 3lTffl ~ -;m;n ~ ~ i1 
6. ~1=q:lfl1.1 ~ q,l ~ ~ w~ fst;?41:ln<.1a1 m '9"{ ~. ffi1'@ o~ ~ q,l TfURT 

mffifl~q,l~~t, 

7. Ji=qllfll."i ~ WR ~ * zy.n' ~~WIT t, 
8. Ji=q:lfl<i'! ~ 'ii. o!.ilclttlf'4cfi 31A~tjddl6ll' * Ji1ffC.fl' ~ ~ ~ ~ i1 
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9. ~ ~ -q cll«Jfqcfi Ii~ ~ ffl -q ~ ~ mft t1 
10. ffiil~0<.1 ~ ~ ~ ~ 1R olllcltilf(Jcfi q[l.R-i4fct47· -q 1lftcTTR ~ an'QR 1R 1lftcTTR 

cf~ ft'll41-iH cfil ~ tR<.1' 'ITT ";;r@l t1 
Mli:.l~flM dfw. cfi1"-miml ~ Gl1f 

(Limitations or Demerits of Flexible Budget) 

ffi'i:4~0(,1 ~ <fil ~ ~ 31YFfl ~ ~~ ~ t-
1. ("llif~ft<!i ~ f.rclfur ~~ ~ cf~ ~ ffl t, 
2. qftc:1J1~nH qf<f~@ll1. cfi) '{c!f::{'iH ~ m ·er(~ Hl'i:4~0<1 ~ ~ ~ ~ t, 
3. ffi'i:l~rlcl ~ f.rclfur ~ ~ ~ -q >f'TTl'.l "ffil@~ <fil ~ "TT ~ t, 
4. Hl":l~ftt-1 ~ cf-ift GflRl ~ m'ffi t ~ ~ -q R<ffe@ ~ ra '-if@ t, 
s. ct1~~nt1 ~ "ffi1@ ~ &TU m ~ ~ ~ ~ t, 

M\i:.i~ftM ~~~m 
I (First Proforma of Flexible Budget) 

~ ~ -q ~ "ffi1IB -cf,) 4f<i:id'1~i\t1, 3r.if-4n:i:id1~nt1 Q~ ~ "ffi1IB -q ~ -m
ffl{f ~ -;;J@l °ti 

Flexible Budget 
(For the period .. ......... ) 

Particulars Production Caoacitv or Level of Activitv 

50% 80% 100% 

(A) Variable Cost: 

(i) Direct Material 

(ii) Direct Labour/Wages 

(iii) Direct Expenses 

(Prime Cost) 

(iv) Other Variable Cost (Indirect) 
-

Total (A) • 
(B) Semi-Variable Cost: 

(i) inilircl;i LaboUT 

1
(ii) Plant Maintenance 

(iii) Indirect Material 

(iv) Other Overheads 

Total (B) 

(C) Fixed Cost: ' 

,(i) Management Salaries 
I 

(ii) Rent and Taxes 

(iii) Depreciation ' ' 

(iv) Other Fixed Expenses 

Total (C) 
-



(D) Total Production Cost (A + B + C) 

(E) Profit/Loss 

(F) Sales (D + E) 

Ml~ 11ih-1 ~ q;r m'fftinrr~ 
(Second Proforma of Flexible Budget) 

~ ~ -q· 3T.l!-qf<c1d1:tnct "ffi7@ qi) WR "ffi7@ ~ qf<c1d1:tnct ffil@ -q' ~ ~ 
~ "ffi7@ qi) WR "ffi7@ ~ qf<c1J1:tnci "ffi7@ -q-~ fcfi1:IT ~ t-

Flexible Budget 
(For the oeriod ......... .. . .> 

Particulan 

(A) Variable Cost/Marginal Cost : 

(i) Direct Material 

(ii) Direct Labour/Wages 

(iii) Direct Expenses 

(Prime Cost) 

(iv) Indirect Expenses/Overheads 

Factory 

Administrative 

Selling and Distribution 

Total Variable Cost (A) 

(8) Fixed Cost : 

Factory/Production 

Administration 

Selling and Distribution Expenses 

Total Fixed Cost (8) 

(C) Total Production Cost (A + 8) 

. (D) : Profit/Loss 

Production Caoacitv or Level of Activltv 

50% 80% 100% 

--------------

---------------1 

---------------1 

(E) Sales (C + D) 11-

1 ----1------+--------i 

~~o?.IT(""l1~'l°r~~~ 
(Difference Between Fixed Budget and Flexible Budget) 

lV1'lft ~ (Fixed Budeet) 
' . 

<;"11"4'1"' ~ (Flexible Budeet) 

I. ~ ~ &llcl~lf<-lq, ~ "'1 ~ ~ 
3TI'f<fi ~ ~ ti 

I. .;, "1'(~1\'I ~ &llcltUf<.lq, ~ q,1 ~ 
~ 3TI'f<fi ~ ti 
~~~~~~~m 

fsfi~i:til<-Hll '«m "'1 'ffil@'I' "'1 wRJ "'1 "l'T 

~ti 

2. ~ ~ ~ ~ ~ ~ ~ m 2. 
f~•Mn('lol ~ "'1 'ffiT!m' "'1 -ml ~ 
~q;ra;f~1t1 



3. WR .r,;re: 3l4Ri:ld11<ilci m t, ~ om· ~ ~ cf,1 'WfIB 4Ri:ld1~ilci 'ITTffi 3. 
wm m -ifR ~ ~ ~ 1ffic@, wqq· ~, ~ <ITT.cm@ qf<f f'4fa<li' ~ ~ ~ 
-.:im·t, ~fq;,:rr"1J~t, 

4. WR~~~ m ~ cmur 3lf'l:lqi 4. ~ ~ ~ m ~ cmur 3TI'l:lqi 
11,wfi ~ t, >1wnmt, 

5. WR ~ ~-~ cfiT ~ >fcf,fu ~ 5. ~ ~ ~ 'ffilTffi' ~ ~ >fcf,fu ~ 
3lJfITT ~ ~ fcf;,:rr ~ t, 3TI'ffi 1R WR, 4Ri:ld1~ilci cf~ 

~-4Ri:ld11<flci 'ffilTffi' ~ ~ fcf;,:rr 
~ t, 

6. <W ~ ~ l:fR@T 1R anmfuf t f4;' 6. 

1

~ ~ 41'<i:lrl1>?ilfl o<MfOf<tcfi 
o<lli:lfllf<lcn qf<ff'4falli 'lJmc@ ~I I qf<f fl!l fa '41 c!,l l:fR@T 1R ~ t I 

7. WR ~ ~ an'ffi in: ~ '{c!ij1411 7. ~ ~ ~ 3TI'ffi 1R ,wft ~ 
~~t, ~ cfiT ~ '1"111."11'1 ~ t, 

Ml i:.t~flH ~ ~ cn1' fc:l'fulll 
(Methods of Preparing Flexible Budget) 

&l'i::1:tfl{'"j ~ ffl ctTT lf&l Mwn~mt-
1. lfi-Faic:11,RHnl ~ (Multi-Activity Method)-~ fcntJ ~ an~ 1R ~ -q 

~ fctlm ~ fi;f,lll:tTicii11 f<R 1R ~ ~ ~ ~ t ~ 3Tcill-3Tcill fi;f,lfl:tfl&idl f<li'I' 1R 

~f%'lTT~t1 ~~~-10%,20%,30%, ............... 100% fi;filfl:tflcii11 @I~ 
~ ~ fi;f,<Mfl~ I ~ 1R f'fi-f'IR ~~cf;) qf<c1J1:tflci, ~-4Ri:ld1:tflci ~ Wll1: 
ffi1IB ~ ~ -q ~ m ~ ~ ft.r©'T ~ t, ~ ~ ~-4Rc1cf1:tfl('J ffi1fcf "<hl ,:ft 
~ -q qfurn M~ -q" ~ f.tlm ~ ~ ~ 1R ~ ~ Wll1: ffi1IB ~ am "<hl Wll1: ffi1IB -q 
~ qRc1a1:tflfl (illlcl ~ am cf>J 4Rc1if1:tfla ffiTIB -q ~ f%'lTT ~ t, "ffiTTffi cfi1 ~ m cfi1 

c1•ffc:f><O, 3Tcill-3Tcill ftnlf'~ min: m cfiT cfi1'{1Jl ~ t fcfi ~ cfil 'tfT5ll -q 1fficRR ~ 
~ cfil ~ ~ cfil "11 ~I am ~ ~ ~ ~ ~ flklf~a ~ 3:rf~ 
~'1 cfil ~ ~ fcfi4 ~ ~I ~ fcntJ ~ ~ ~ fi;f,lll:tflcii11 'ffi ~ ~ ~ 3TcilT ~ 
~ f%'lTT ~ t ~ 3Rfl@ 4Rc1ct1:tfla "ffil'Tffi, ~-4Rc1ct1:tila "ffiTTffi am Wll1: "ffiTTffi ~ 
3Tcill-3Tcill ~~~am~ 'lfTTI ffl ~ ~ ~ ~ mrra cf>1 ~ >fJ"C<'I cfil 
~ 'ff'c:f,'ffi t1 &llclfllf4cfi f.rut.n' ~ <;:f'tect,1°1 ~ ~ fi;f.lll~flcli11 ffi 1R JI'@ ~ Wll1: ffilffi, 

~ - 4Rc1tf1~ftc:1 ffi1IB am 4Rc1J1:tfta ffi1IB ctTT ~ ,:ft '5ll"C<f ctTT ~ tl<flffi t, ~ ~ ffi1IB 

cfil ¥-RT ~ ~ cfil ';jffffi t m ~'q a:refcrf m cfil 'tfT5ll cfi1 'i'.ft -qm ~ ~ ~ t, ~ ~ 
M~ "<hl ffi 3:rf~ ~ Mti ~ -"11 ~ t, 

2. ~ftlfu (f ormufa Method)-~ f<ef"f ~ ffi1IB ~ f<eftJ ,:ft~ ii ~ f<eftJ -q 
ffi ~ ~ ~ ~ fi;f.ll1:tn<-H11 ·ffi in:~ qil ~ m ~ ~ 3Tcill-3Tcill oll<l1' -q 
qRc1tf1:tilci o~ ~ am "<hl f.fmftf f%'lTT ~ t, ~ qftcra~(-1 am -q ~ 
~ 'tfT5ll cfi1 'qf1'f ~ \ij@J f am JI'@~ qf{qcf1:tila ffil@cfil ~ >ff({! en{ ffi ';jffffi t, 
3:ra: >fJ"C<'I cfil ~JI'@~ qf<qcf1:tft<:-1 ffi1IB ~ ~ 1R fctlm ,:ft~ 'ffi 1R ¥f qf{qcf1~ftcl 
ffil@ cfi1 't@T wrn:rr ~ ~ t cf~ ~ ffil@ qil ~ ¥1 ffil@ cfil ~ >fJ"C<'I cfil "11 
~ i1 ~ m, f<fim ,:ft ~ 'ffi 1R ¥{ ffi1IB cfil 1'fOT11 ~ ~ IDU cfil ';jffffi t, ~ f.,.:, 
wmt- · 

Total Cost (TC)= a+ bx 

Or 

Budget Cost Allowance= Fixed Cost+ (Variable Cost per Unit x No. of Units) 



i ~ i _ r !. l 4i f ti ~ ~ ~. I t·I I?~~ tli .;;;ii I ~ir. i~ l ~ . ! .,. ig !;'iP 
,-.;;;i.J.;i.;;; 'Ii' lii •J..L1 i l I !,. ,,. I 
liil1tli! lfl ;,~t i ,. i-il i'li 
ii ~!!ii! ! -?1 i !i~i ~.- - J t!fi ;11! 
i;f P1iil tflif rJj] i!l tf!1 ,.!~! iii! t~ W, ~ ~ !;' . ~: '6 ;z ! I i ~ t~ -·h 'i 'Ii' I -~ : W' I iq 1:!;'iii~s~ f= i!~ ,1i~- 111 b~5 11 1r 1,,.: 
~tj 1ill[l11ll;i!l•1! ~-::-1iii i11t ~}!!t 

!1~'1i'i~tl*i= e,il!uJ;! ::r1!~1li fi!i !1l!j 
tl!jl~ !;'Ii! ~f ii;i:1~ ~:il ~~_10ji-i-~ [J I,~~ -

1,11(1{1 i i11 1 (~~•!!!!!! !Ii! 
"'fSs§,i;<~! 1:f~~'r=- s s~~.E.:E,£ ~ Ji~ -i; 

~ 11~ ~ ~ ~~t i~ if ~i!t 
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(B) fc1i:6Qcfitt~ 1lTU ~ ~-~ fqsf>4cfidf3TI &RT~~~~ ~ 
~~~~M~cliiOl&RT~~~JW<f~~~,~~~~~1)'®~ 

~~am Wfi@o ~ ~ fcwn14l4 ~ f1 
(C) ftreN ~-Jrrlf: ~ ~ 'ffl't q ~ fq'qJTI ~ '5lqiT{ cfiJ ~ cfi{@ t 

~ -~ ~ ~ ~ iITT 1)' ~ ~ Jl11<f cfi\ ~. ~ fqf~ 1)' ,Wlilcktldfl' Cfi1 ffi, 
>ITl!lfl4<i4idlo« 31TR ~ iITT 1)' ~ ~ t1 ~ ~ ~ ~ ~ ~ ~ <?11"1cfiR1 ~ t 
a:m ~ ~ ~ ~ Jl11<f i1m t, 

'{c:ifj'll1 Cfi1 ~ 1)' * ~ fqftf cfiJ ~ ~ Cfi1 ~' fc@{UJ 'tf.lmf, ~ <liT 

~. ~ 'fi1 'lfT'5l'I 31TR am ~ ~ ~ m t,. · 
~ .r,;g fcfflim, Wlls1 ~. m ~. ~ ~ ~ .r,;g 31f'EfcfiTTI ~ W«-il' 

<liT ~ ~ t, ~ .r,;g ~ ffl qft ~ ~ ~ >l<fiT{ t-
(i) f.r9' ~ 'ti\ fcfflim ~ ~ cfft ~ * W44f.-tltt ~ ~ ~ fcfc:Rur 1T,l 1)' 

~ t1 ~ ~ cflf ~~~WI-WI~ 3Ri ~ cfiJ ,ft~~ 
~3if am i@r t, ~ ~ .r,;g ~ ~ ~ ~ t ~-~ ~ 1)' 
"l«fl t, -

(ii) Wlls1 ~ ~ Wlls1 ~ fqf1Fl M~dlart· * Jl11<f ~ 'fi1 ~ cfi\qJ t a:m 
3m' ~~~'ti\~ 1)' 311cl~4cfi 'lftclcR cfi\qJ t, cfi1ft-cfi1ft ~ 
3fCR1 ~ 3IBTI * ~ cfi\ m ~ ~ 1IR1 ~ ~ t a:m m ~ 
3llR ~ Wlls1 ~ a:m: ~ ~ ~ ~ m!f .r,;g ~ ~ 1IR1 ~ 
~fr 

(iii) Gfifl ~ ~ cfl;fi ~ ~ 'cliT ~ cf Q,q,1cti(OI ffl ~ ~ 'o1'Cfi1 ~ 
cfi\qJ t, 3l'1R ~- 'llStt.t"f ~ 'lS). m ~ ~ ~ ffl <liT wm:{ cfi\qJ t, 
~ ffl 1)' ~~,ft 3fCR1 ~ ~ t, 

(iv) ~ ~ Gfifl ~ Cfi1 ~"llfc1d ~ <liT ~ llT{ffl ~ cfi\qJ t ~ 
di."il~lt(~R ~ ~ ·zyn tl'cft t1 

(v) ~ ~ 'ir,ife ~. mM 3l'-Tcfi1U cf~~~~* Jl'lllft@ ~ 'c1iT 

R'-ffi11lffiftl 
(vi) ~ llT{ffi Ti~ ~ q;) JllJlm ~ t ~ ~ ~ ~ ~ cfi\ 'ffi 
~ t, ~ ~ lWlr[T{ ~ * 31f'f:!qi~3if cfiJ ~ i@y t cit~~ f4lJf11T 
~ .cfi'{ @'l{J -il@T t 3m ffl ~ 'ti\~~~ ffi'q 'lSl 'd'{fcfil .r,;g 

~ ~ ~ ~ ~ ~ ~ ~ -il@T t, 
(vii) ~Ti~ lfU'sR am 31Rfff ~ Jl11<f ~ ~ fsti41..:t41 cfi\ fwrr 

-il@T t, 
3Nl«-i Qecf)f f.tqfot 

(Preparation of Production Budget) 

~ .r,;g 'fi1 ~ ~ m ~ ~ ~ ~ ~ ~ ~ 11R1 ~ KlTT -il@T t, 
~ ~ 'JfR1' Cfi1 lfT1T ~ cfi\qJ t ~ ~ Gfifl ~ lfT1T Cfi1 1iffl Cfi1 ~ cfi\qJ f I 
~ ~~ ~~~. ~-mlflfl, ~cf~ 'fi18J'RIT, ~~cf H 
~ q;) ~ 1)' ~ ~ q;) ~ .r,;g ~ ~ wMlf'11a m <liT ~ cfiTffi t, ~ 
3lj'11Hd ~ ~ ~ ~ 'lfT'5l'I Ti mtr-r ~ ~ i cit~~~ 'cfit 'Wet~ 
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~ B41lflf-ili1 cfiTT cfi1 "5l<l"IB ~I fctm ~ ~~ "G ~ cf,l "IR ~ lTT;JJ ctl 1'J'URT 

f.li.:ifc:-1fo:rn ~ ~ ~ -q"{ ~ <tt -ifTffi t-
~ lTT;JJ = ~ ~ lTT?rl +~ ~~- Sll{fuicfi-~ 

~ ~ q;) ~ m cfil~ ~ ~ ~'l ~ 3Rf1fu ~ ctt "IR qfffi ll@ ctt 
1TT?rl cfil ~ WTAT ti ~ ~ ~&llcGcfi ~ ~ ~ ~GR'!'~ &IC@ M ~ 
~ t, ~ ~ ~ f.rqfuT ~ W1 ~ cf,l 1ffe m -ifTffi t

(i) ~ cf,l .:ihRT Gf-l'RTI 
(ii) fcrn,q ~~ cf,l ~ ~ ~ ~ ~ cfi{"1li 

(iii) ~ cfi1 'i,cffj411 ~, 
(iv) ~ ffi1IB ~ f.rqfuT tu 3l'T'El'R~ ~ JiGR cfi{"1li 

~~~(fi@~~ a:rf~q;) f.li.:if("Jfo.i\1 sflm'q;) ~~~~-
(i) ~cfillfq;)~~~~m~~~~~aTI'~~ 

8;l4al, mt!lft, '3l'll' cf~ ~ ~ <tl ~ -q"{ ~ cfi{"1ll 

(ii) ~ cf,l 1tT3IT <lil ~ ~ ~ ~ cfi"Brl 

(iii) ~ fiti'1l q;) ~ m ~ ~ ~ w:r-f ~ mt!lft, '3l'll', ~ ~ ctt ~ 
~ cf,l ~"llq1I ~ 'ffi ~ 1TT?rl ~ <fi@ ~ ~ qffi -q"{ . ~ cfi{"1ll 

(iv) ~ ffl ~ ~ ~ q@ m-4R' ~cf~ mf.rln ~ ll_cffj41·fl 'l'\ ~ 
cfi{"1ll 

(v) ~ -.:nfuin' cfi1 ~ ~ ~ q;f 'l~icf>1 mi 
~~qft-~ 
re aration of Cost Bud et 

~ <tl lTT?rl ~ m "IR ~ ~ ~ ffi1IB ~ ~ ~ ~ ffi1IB ~ (Cost 
Budget) cfiT ~ -;;J@l i1 ~ ~ f.rirtuft, ~3ri ~ ~ fcffitf ~ ~ ~ ma i1 ~ 
~ ~ f.wfu ~ ctt ffil@ ·cfil ~ m -;;J@l t, ~-~ ffi1@ ~ -'ffiq1' ~ fuq ~-11~ 
ffil@ ~ "ll ~ ~ ~ f I ~ ffil@ ~ ~ °1'111 ~ JlcfiR i-
(A) 3Nlt=:.-f ffi1@' ir.;I?; (Production Cost Budget) 

~~~~cf,llTT?rl~~~~~cf,lffil@f.{mitfcfiB~~~ 
~e, ~ ~ ~ ~ ,-4f<'fl<%<'fi cf~~~ cf,l "l'TITT i1 mimt, ~ -lft-< cfil<&i11 

aqfl&Jlfl q;r ~ ~ ~ ~ ~ ~fAffclo M ,jf@J t, ~ ffi1@ ~ q;) ~ cfiB it 
~141--4c141 f.li.:if(1f&o ~ q;) f.wra M ,jf@J 't-

(1) ~~(Material Budget)-~~~~~ f.fmftf ~ ~ ~ 
m~ ~ 'BT4'!ft <tl -&11q~4i:fio1 ~ ~ ~ cfiB ~ ~ ~ ,jf@J t, ~ mt!lft ~ 
~ ~ ~ cfiT Bl41"'4d41 cfil<&l11 34R&l~ ~ ~ tifWff(1o fcfi"lll ,if@l 'tr~~ cfi1 

~~ ~ ~ ~ ~ ~=~ -q"{ ~ ~ ~ cf,l 1iffi qi"{f1J t, aFf ~ 
~ m i-(i) ~qft ~~~-ITT -if~~; (ii) Bt"llfclo ~ ~ ~ ~ 
~ cfa ffi;rRf '11A'1T; (iii) ~ ~'l "t ~ sfi<f cfa "IR cfTffi mt!lTT cfil lTT?rl cfi1 RtfR1JT cfi{"1l I 

~~q;)m 1WTl'~~~~i-
<i) ~ 3fici~4cfidl GNfG (Material Requirement B~dget)-~ ~ ~fl ~ -~ 

3llqlt~cfi ~~ ~ cfa ~ 1TT?rl cfiT ~ !1 ~ ~ 1TT?rl cf,l -&ll<H4<MI -~ ~ cfiT fflil 
~~ ~ fcf~ 'cfi'{ ~-;;J@l t, ~ ~ ~ f.rqfuT ~ ~ ~ cf,l ~ ~ fiti'1l cf,l 
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~ ~ lITTrT qi) >I@~~ ~l611?'-lcfiaI ~~TIT qi{ R<IT ~ i _1 ~ ~ ~ . 

fcfi'm ~ -q' fcfim ~ q,1 500 ~ ~ ~ ~ ~ ~ >lfu ~ -- ~ dMl?'-lctia! 2 
~ t. m ~ -mmi1 31,c:11?'-lcfiaI 1,000 ~ M, ~ ~Ic:11?'-lcfidI qi)~~ sq' ,:ff 3lf'qolf<Rf 
f$ttJ "3fl ~ t1 ~~~sq' 3TI~ ~ w:cit ~lc!l?'-lcfitll qi) w:cit cf>l >I@ ~ 
fflT@ ~ ~ qi\ ~ ,ijfffi t, 

(li) lmllft'ifi1f ~ (Material Purchase Budget)-w:cit ~lc:l~'-lcfidl ~ ~ ffl ~ 
"tf{ mtl'Jft ~ 3ll<fh'lq, am ~ ~ qi) ~ sq' m ~ mi:im ~ sfi<l' cf,l i::n,rr " ~ qi) 

~ ~ iiflffl f I W ~ sfi<l' 3TI'-lclim IDU ~ ·m-r ~ i 31R sfi<l' 3TI'-lclim w:cit 
311611?'-l<Mi ~ ~ ~1efcfi1l-fl ➔ ~ <fiT mi:f ~ ~ ~ fi:la&1f<-ldl'{ut ~ ~ qi'{ffl t, 
~ ~ qi) ~ ~ ~ '1f{ F"IA~f&d 'ill@I' qi) ~ * ~ ~ f-

(i) ~ ~ ~ ~ ffl ~ ~ <fit-f-'cfiR m w:im, ~ 31R fcfia';:ft i::n,rr * 
3ll<H'-lcfi M? . 

(ii) ~ mqm <fiT ~ ~ ~ ~I 
(iii) sfi<l' q,l ~ '61@\ mqm q;y ~I 

(iv) .~ sfi<l' cf>l ffl ~ !P@R q,l ~I 

(v) ~ q 3TI~ ~ ~ cf>l lTT3fll 

(vi) ~1Ff sti<l'¾ ~~ ~cf,lm§qfq~~, 
(vii) sfi<l' ~ q miafi q,l c:ll~fc4cfi fi ~ ~ ~ ~I 

(viii)~ mi "tf{ miafi ~ sfi<l' ~ ~ 3ll611?'-lcfi ffif cf>l ~I 
(ix) miaft ~ ~ sq' ~l-il1'4d ~I 

(x) ~ ~ 3lRlftq; ffl ~ ~ miaft '!ft lITTITI 

(2) JN ~ (Labour Budget)-~ ~ ~ lJWfcfiT cf>l ~ ~ "@lFI' ~ m 
~t, ~ "ifilG ~ 3Rf1@'~ *~ ~ ~ ~~cfil JITC<l ffl ~ ~ ~ 
~qiT~WlflTT~fl~~~f~WJ~~WRf 31R~~ 
~~cfil ifi~oRlfflfl SWf~qilf.{ajtrr SWf~ID'{J'~,if@lfl ~~* 
H"'IR-if&d ~ lllfim: ffift t-

(i) ~ cf>l m§qT q ~ ~fu1<1i1 
(ii) WIA' ~ ~ ~ cf>l SWi ~, · 
(iii) fcri,,.;r ~ ~ sq' ~ -"tf{ ml ~ qTffi ~ ~, 

(iv) lJWfcfiT ~"Sfffflf1JT q,l ~, "o-f "tf{ ~ ~ <Uffi ~q ~I 

(v) ~cfil~~cm;fi~I 
(vi) ~ cfi1 ~ ~ '61@\ ~I 

~ ~ cfi1 ~ ~ * f-1'-lR-lf&d 'ill@I' cfi1 ,lt ~ * ~ ~ f
(i) ~ cf,l m§qT sq' ~ ~, 

(ii) ~ cf>l ~. ~ cf ~I 
(iii) ~ cf ~ WI ctl 3ll<H'-lcfidl <fiT ~I 

(iv) ~ ~ ffl <tl ~I 
(vi) lJWfcfiT ~ ~ "Sfffflf1JT ~, ' ; 
Wi ~ ~ ffl qiT ~ ~ ~ f ~ -wt 3llc:l/?4<MI qiT atcfi"-atcfi" ~ WTfl-11 ~ 

~ ~ ~ 1ifci ~ 'SfqiR ~~-Rt~~~~ -q' 'cfilf ~ ~;, m, 
. e1ii1.:i:iM1, f.rqfuft ~ ~ ~ ~ ~ 1Wf ~~~wt,'~~ m ~1lcfif{•-
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Outnut : 

Classification 

A. Males: 

Skilled 

Semi-skilled 

Unskilled 

B. Females : 

Skill 

Semi-skilled 

Unskilled 

C. Total 

Direct Labour Budget 
for the period ended ... 

(Units A) 
Units B) Standard Hours-

No.of Hours Employed 
Employees Hours 

- - -
- - -

- - -

- - -

- - -

- - -
- - -

Standard Total 
Rate Labour 

Cost 

Rs. Rs. 

- -

- -

- -

- -

- -
- -

- -
(3) ~ aqA:6Q4 1f\il'?:' (Production Overhead Budget)-~~ -q° ~ mlUfi 
~ Wi o'fl ~ ~ 3qfi:oqqf ~ Bf"lf~cl M ~ ti ?:ff~~~ cfi1 
~ ifi8 * ~ q,1{&111 3qfi:oqqj cfi1 ~ qtff' -q° ~~ti ~ cf11f -q° ~ cfi1 
~fi:.qf~kl ~ ~ Bl.alfrtlc'I fq1WTI -q° ~ M ~ ti <l'R cxrq Nim WTT ~ fcri:rrrr * 
t 'cl)~~~ f<fqrn-q'~ 3l'Tm< 'tf{ ffl ~I cfi1TT-cfi1TT ~ ~ cfi1 ~ 
<fl8 * aqftoqqf cti1 qftqct1:tft1.1,, ~ qftq<f1¥ft1.1 q ~ ~ * fcNITT@ qi'{ ~ ~ t, 
~ aqftoq.q ~ ~ i1 <l'R ~ '1@ qff ctft ¥f1T-q' ~ ctft ~ B'-"llq1I ~'ell~ '3'ffi 
wm: 'tf{ ~ cfi\ WIT ~1 qRqd1!ift1.1, aqRoq.q ~ ctt 1ITTIT * ~ ~ ~ i1 

a:rn: ~ ~ cfi1 ~ ~ 1'>1 lITTIT * ~ * wm: 'tf{ ~ aqn:cqqf ct} -um~ 
<f>1 ~ t , ~ ~ ~ cfiT m~ 1'l1l ~ Jl"q,R t-

Production Overhead Budget 
for the year ending ...... . 

- · .. ,._ --
Production Dept. Total 

Particulars A B Rs. 

Rs. Rs. 

Fixed Overheads : 

Indirect Wages - - -

Depreciation - - -
Rent & Rates - - -
Taxes - - -
Insurance - - - .. 
Service Department Cost - - -

. Total - - -



Semi-variable Overheads : 

Maintenance - - -

Salary of Supervisors - - -

Heating and Lighting - - -
Total - - -

Variable Overheads: 

Consumable Stores - - -

Power - - -

Fuel - - -
Other Indirect Expenses - - -

Total - - -
Grand Total - - -

~ aqn_o44 ~ fcr.wn ~ ~ m ~~tam~ tPl@41ct i:fi ~ ffl ~ 
~ "1@ <flf cf>l ~ ~an cf>l 3lT'tffi fi t, 

(4) ~~~(Plant Utilization Budget)-f.{-qfuy ffl -q ~ 1ffirfl cfi1 

wwr ~~-;;rt -oo t, ~cf>l ~~~~mm t, ~ ~ mlf: ~ctt 
~~~~~~wm<fi«ftt,~~~*~ctil<fcf>l~ crn~~ 
~ <h1 ~1•*#4cfidl cfi1 ~~~fl ~ ~ -q ~: H'-1R-ff<!:jd ~ ~fiilf~d 

<hl~t-
(i) ~ cf>1 ~-~ am fqiifl•R'j~R, 

( ii) ~ cf>1 C111'@1 

(iii) ~ cfi1 cffl'fR ~ ~I 

(iv) ~ cfi1 ~ ~ ~ cfi1('f cf~~~~ cfi1 ~I 

(v) ~-q"{~cf>1'Uml 

(vi) ~ cfi1 cfflJl'R ffl1lR cf~ 3lf'~ ffl1lR mlf!I 
(vii) ~~cf 3lT~ ~ cfi1 p ~ ii S1@{:tM11 

(viii)~~ cf>l ffi ~ ~ ~ ~ ~ '1ml 
(ix) ffl ~ ~ ~ cl@I 31:J'ilf.M 3lT41 

I 

(x) ~cf>1~~-q1 ,' 

(xi) ~ ~ ~ ~ ~ qfffi ~cf~ ffil 

fcrt''l'.A ~ cf>1 3ilc!1'4<lial <i1 ~ ~k4f.tld fcri:wJ ~ ~ 3lf'~ <ii@ t1 ~ 
~cf>l ~ ~~'4R, ~ ~~i. ~ ~~ cfi1 ~ ffi 3lRf':r ~~ 
~~ ~~~~ cfi«fltl ~~ cfil<&HI ~~~. f.rqfuy ~ ~~ 
~~cf~ffl~~~~3'lWT-~~-;;ri~fl~"ffilIB~~~ 

-q ~ ~ ~ 3N-U ffl~ i;" -a~ ~ ~ t am ~ ~ -q ~ cf 31~1i'il"4 

. ~ ifft.-~ "SRR ~ t, ~-~~ m~ ~ ~ w.m t-
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Plant Utilization Budget 
for the year ended ... .. .. . 

Depart Machine No. of Hours Nonna! Lost Standard Output Per Standard 

ment Available time Capacity standard Quantity 
hour 

A a - - - - -
b - - - - -
C - - - - -

d - - - - -

B a - - - - -
b - - - - -

C - - - - -

C k - - - - -
I - - - - -

- - - - -
- - - - -

Total - - - - -
(B) ~ ~ ~ (Administration Cost Budget)-W ~ ~ f.r:rruT ~ 

~&1q1ecfi q){ol ir ~ ~ ~ q;1 -smTWl' ffll@ ~ ~ ~ ~. ~ * ~ ~ 
en)~ ffl -smrwl' ffll@ ~ ~ ttfaif~l<I ~ ~ ~. Sl~ll«Hcfi cfiTllT ~ ~ ~ ~ ~ * ~ ~ ~ ~ '{4Hr.tiil<i1 ~ ~ ~-* ~ 3'.@11-3'.@ll ~ ~ &m moT i1 
JMrn1' ffll@ ~= WR.*~~~ m ,ft~- ~&1q1ecfi WR 3ffi qfhld1~ft<.1 * cf'if 
* ~~ ~1 ~ si~1mf1cfi fq-1JTTl *~ 3'.@ll-3@TI ~ ~ RlWlT ~ cf W1o-f * 
<il'<e<½ilOI ~ 'l~6=4'{"f mol "t-1 -smTWl' ~ * ~ T@ q'lf * ~ ~ ~ ~ -q' «1-illfctd 
~ en) E2l'A -q: ~ f.!lt;ffi ~ \;ffif ~1 Sl~ll«Hcfi ffll@ aqf<oq<i -~ ~ * ~ t 31<f: ~ 
~ <i) Sl~ll«Hcfi 3qf<oq<i ~ * ~ ~ 'ITI ~ ~ i1 

(C) ~~~~~(Selling and Distribution Cost Budget)-~~ 
~ fq-1JTTl * 3ffttcfirfNI' ~ ~ ~ ~ t am w ~ -q: ~ en) ~ ~ ~. 
fc@tuT ~, ~ ~ oq-q ~ ~ ~ * ~ ~-f<4"llf"1d ffl f~&<.1l<ll ~ t1 W 
~*~~cf@~~~~~ 'tf{m 3llmftf mmi1 ~~~ 
'{clfj'll-1 ~ 'l_clf:ji::11 ~ ~ ~ ~ «'44f..f.ld mID t1 W ~ <l,l ~ ffl -q' ~ ~ 
~aJcfi", fcRRvr"~ q ~ ~~ q;1 ~ ffi ~ti~~~~~ 
31WT ~ ~ cfiTITT ti ffltf q fc@tuT ~ q,l ~: ~ q ~ ~ * ~ ~ ~ 
~~i1~f<ffli<l'*~-*~~~~*"'{Uf~~3l'qlqmJt, 
~~~q,l~*~~~~'tf{ ~~~~m~t1 
~~ ~ ct fcmvr ~ aqfloq<i * ~ -q:·~ f ~ w ~ q,1 ~ ~ fc@tuT 

aqfloq<i ~ (Selling and Distribution Overhead Budget)*~~ ,ft~ ~I ~ ~ * 
'{ctfj4111 q ~= RJ;;J 4~6=4'{"f csffill' ~ "S["lfq ~ i-

(i) ~ cm llrn ~ ~ -q' 3fjl:flf.@ ~ ~ ~ ~ ~ Jl"llql 

(ii) ~cm'ffigq'f, 1$1, ~-~, ~. iuft~ si@Rq;lffiqm~~ 
~a:n' cm cfillfSIUl(cffi1 . 



(iii) ?:ITTfl<l'@ ~ cf;) JMTfc@m q@ q,f{qil 

(iv) \JDsR',!~1- ~ ~ -q ~ "!R q@ ~I 

(v) ~ ~ q;J ~' cfi\, >fcfiro, ~ q ~ . "RfCli" q;J ~ ~ ~ ~ 
~ llBIT q;t ~ -q -m q@ ~I 

(vi) ~ qil ~ ~ ~ 1l -;n@I 

(D) ffl ~ fcrcFirn' olf<l ~ (Research and Development Expenditure Budget)

~ v:ct ~ cfiTlif "G"{ M "IR qJC1T ~ m$ti ~ 1 ~~~ti Wt:J 
ffl~G:RT~~~q~-q'~"tfRcfcR"ffi<TI~~tf%-~~qillTT7T q,l~~ 
~, 6ljt1-tt11 q ~ ~ q;J m ~ ~ ~ ~ moT t 3m ~ cflf *m1' q;J 

~ "lT'l~ffl~~ 3ttflTffiWTT-ifIBTil 

Wt:f ~ (Research Cost) q;J ~ ~ a:fY.fclT ~m ~ ~ q;t ~ ~ * ~-~ 
WlT1TI qil ffl 0~ ~ q ~mt~~ qil ffl 'ffi1ffi ~ i, ~ 'ffi1ffi ~&TU ~ cfi1 
cll'l~l4cfidl ~ ~ i1 ~ ~ ~- f.rqfilo ~ ~ ffl ~ ~ ~ ~ ~ ~ 
31f~. ~, ~ 3fTR {-lfAifc:1a ~ t, ~ ~ ~ f.itrruT ~-HJ..Jfc:1forn ~ cf;) ui-R -q ffl1l 

~-
(i) WS3 ~ ~ ~ cf;8 q;J ~a.<fl 

(ii) tlll-llf-.ilcfi ~an -q ~ qil ~I 

(iii) ~ ~ -q ~, 
mv:ct~~~~-~q;J~'!ffi'l~3mfcrcfirn~*~-if@lt1 

~ ~ * Wt:f ~an o~ ~ qil "IR cfR-ft ~ ~an "G"{ ~ 3{qf'Ef * ~ "IR q@ 
t!AllfcM ~ 3m ~ ml ~3if ~ ~ q@ ~ ffi1TI q;J 9;_c~ljl-ll1 ~ -iITTTI i1 ~ ~ 
Wt:f q ~ cfiTlif ~ ~ -q ~~ q ~ ~ ~ 3ttflT-3ttflT Wffi ~ t, 

Wt:f v:ct ~ 'ffi1ffi cf;) 'ffi1ffi q;J ~ 3ffl -➔m' llRT ,ij@l t1 ~ ~ qil "clfl@ ~ cf;8 
-q ~ ,m· fcti41-iITTTI i1 cflf ~ ffi1TI q;J ~ ~ ~ ~ ffl ~ ~ "cfillf ~ ~ ~-3ttflT 

nil -iITTTI i ~ ~ qf@ir -q ~ q@ ~ cf;) cf;8 qil ~ tlklf.>tjd 31f~ cf;) ~ 
~i, 

(E) ftfi:m:rolf<l~ (Financial Expenditure Budget)-~~~ 1-J~t,,.f'{uf -➔m' i1 

~ ~ q;J "ffil@ ~ ~ ~ ~ moT ti~~ 'ffilffi·w-q m -➔m' ~ ~ i, ~ ~ 
cflf ~ffi1TI~~ ~qfc:-1RlM cfi\~~tJ ~~-qcfi\ , ~ . 3f'!ffi'Dl?iUT, ~, "G"{~, ~ 
am~. ~ {-ltqfoqt· cfil ~ 3lYffil 31f'll1WR ~, a:ml' v:ct ~ "G"{ ~ 3fTfu: 
t1fAif<:1d ~ t, ~ ~ ~ <-'l«Mlclcfi ~ cfi"{d1 i1 ~ ~ "cfi'I 'l_qljl-l11 N00 q-q ~ ~ 
~ qil ~ qil ~ ~ fcti41-iITTTI t, ~ ~ ~ ~ 3ttfl1 ~ ~ wm fcti41-iITTTI t 
am~~1F~~~q-q~m~~~t,~~'lTT'ffilffi~~~~ 
~ q;J f.itrruT -➔m' fcti41 ~ "t.1 ....-------------, 

~~~~ 
(Preparation of Master Budget) 

~ift fcfiwrr am ~ ~ ~ ~-~ ~ ~ ~ cfi\ ~ ~ ~ ~ 
m~ oilffil ~ ~ ~ ~-{-lfi-llf<:'la cfi\ ~-if@l t m ll1@: ~~ti~~ q;J 

~ ~ ~ i1 ~ f.itrruT ~ 31f~ cfi"{d1 t, ~ ~ ~ ~ ~ ~ ~ G:Rl 
m-ffl i1 ~ 31f~ ~~cf;)~ mif@ ~ ~ ~ ~ ~ ~ fsfi41-q41 

http:tlFUif(.1d
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· qil ~ "5W<f q)"{(TT t, ~ ~ -q ~ , ~ qi1 ~, ~ d4RoQ'-I, ~ cl' fc«RuT 
aqR:oQ<l , ~ ~ ~ ~ qil ~ ~ t-~ -q' ~faii(:'m qil '3fTfil t, aufo mo ~o 
~o, ~ * ~ ••im:zr~~~t~~~ ~41N&i~~fQ:i~n 

-g)a-f1 " ~ ~ q;) ~ ~-m ~ am 31Tf~ ~ t-~ -q' ~,'11.:qM1 ~ ~ 
"llffl tr ~ ~ -q ~ t-~ ~ ~ t- '{flif-'{flif ~ ~ ~ q;) ,fl f~<it1r<i1 
~t,~~~11f(T~JlqiRt-

Particulars 

Sales 

Cost of Sales 

Direct Materials Consumed 

Direct Labour 

Variable Factory Overheads 

•Fixed Factory Overheads 

Master Budget 
for the year ended .... 

Dep.A 

Rs. 

-
•· --. 

-
-
-
-

· -
Add-Opening stock of finished goods -

-
Less-Closing stock thereof -

Gross Profit -
Administration Costs -
Selling Costs -
Development Costs -
Distribution Costs -

Total -
Net Profit -

Assets: 
Fixed 

Current 

Intangible 

Total Capital Employed 

Less---Current Liabilities 

Net Capital Employed 

Liabilities 

Long Term Loans 

Reserves and Funds 

C,apital 

Debentures 

Dep.B Total 

Rs. Rs. 
- -

- -
- -
- -

- -

- -

- -
- -
- -
- -
- -
- -

- -
- ~ 

- -
- -
- -

-
-

-
-
-
-
-
-
-
-
-

-
-



Appropriations -
Dividends -
Taxation -
Reserves -
Balance c/d -

-
Ratios -
(i) Profitability -

Profit to capital employed -

Profit to Sales -
Profit to Investment -

Profit to Paid up Capital -

(il) Turnover -

Assets Turnover -

Fixed Assets Turnover -

Inventory Turnover -

Profit Turnover -

(ill) Liquidity -

Current Ratio -

Quick Ratio -

(iv) Solvency -

Debt. Equity Ratio -

Solvency Ratio -

Proprietary Ratio -

1. "The master budget is the summary budget incorporating its component fimctional budgets.'' 

I ~ lNIG (Cash Budget) I 
mq~q;r3l?J'~~ 

(Meaning and Definitions of Cash Budget) 

~.r,;g 31AqJffl"Q;qi"~ ~ -q'~~w;y~ ~~ (l_cli:fil•ficfil 
"Q;qi" ~ fcicwr ~ 'tt ~ ~ ~ q,1 ~ 3ili:41(4..,di-3TI cit~ w;J ~ ~-q' 

~ ~ ~ t, ~ ~ ~ ~ <tt q;.ft ~ 3llf~, -tm ,ft Wq@ ~. ~ 
~ ~ ~ ~ t ~ -q;'q cit~ <tt ~ ~-q' ~ ~ ~ ~ t, 
~o~~~~~. '~if,ifcfif,fit3Tcm1<i,fc;m~<i,~T!!f<li1it<i, 

WlllT!!f11TW<i,~<i,~<i,iR17it1f{~-J1T1Tlit·affl~-f.r1fril'q,13ffel;frm,tf 
~ ,,,, 

~ C"Cfi~., ~ ~ ~ ~, '~ if"1c ~ <tt ~ hair <ii" 31Pi-JIOPR <tt 
~~il' 



354 /fflTTn ~:!HqUI ~ ~c.1;::,io1 

~~~ ~ ~. '11!ii fflqrf 'fTcft w:rq 3fcll'l:l ~ fc;r-q ~ J7Tfi:fr;i;"Tl!i ~ 
pTrfRI" cfiT ~ ~ ~ ~ i"I'' 

~h-g)-;f ~ ~. '11!ii ~ ~ frtiift ~ 77T<ft 31ef,q ~ m-q ~ ~ cfiT 

IJ!¥fj 1-/1-f ffrfT "11 JI 

~ WfiR '~ ~ ~ ~ ~ ~ # ~ l-fl"V[lf i/ ~ f.rfNrt t/44/efi:J <ii"~ 
c};-~ (Inflow) 'ffflT ifW ~ (Outflow) cfiT ~ WTPlT ~ #1" 

~ 

~ fcl;"fit ~ 'fTcll J7q/jJ <ii"~ ~ rf11Tq7. <ii" "!Tclr.lrz::n;#" cfiT ~ ~ #1" 

~ ~ ai d<(a~ll 
(Objects of Cash Budget) 

m ~ f.t'-1fo1folct ~ cf>l ,ffe cfi«IT t
i. m ~ ~ (Surplus) cfiT ~ ~I 

2. ~ cf>l o@ wmf 1:R f.{cp,;ruy ~ cfivlll 

3. ~~"BT~ cfiT "'q<R ~I 

4. v:<fi" m ~ ,w.ft ~ ~ ~ m cf>l ~lcl~(!cfj('fj cfiT ~ WTRTI 

5. m "ct~I cfil4~flci ~ ~ ~ ~ cfivlll 

6. ~ ~ ~ m fl 3f11c1~4cfi um cfiT "(."IT~ ~ ~, 

7. '3"C@ ~1441.:till q ~ cf>l ~ di[c14cfictl6TI cfiT 3T:If4"R WTRTI 

8. '3"C@ ~1441.:ti{I q m cf>l ofil"ct 3f~ ~ cfiT 3i:PTT1' WTRTI 

9. ~ 3lclf~ ~ fcnoq;:;=, ~1441.:till °ti'~ cf>l ~ ~ cfiT ~ WTRTI 

10. 3f1R m "ti' "cfilTT a:nwft, (fl m ~ ~~ ~ ~ ~ ~ ~ "cfilTT q;) ~ ~ 
~I 

(Importance or Advantages of Cash Budget) 

m ~ oRR ~ f.t'-'lr~r©a (1N 1l11<f m \ill ~ f-
1. ~ JliFll dilc!~4cfictl ~ ~ ~ m ~ ~ JI@ ~ ~ t1 

2. ~ ~ ~(-qcfilt-fl1 0~ ~Ncfii<'fl1 ~ 3flcl~4cfii:116TI ~ ~ ~ cfi«IT ti 

3. ~ ~ <fq:(lqc:fi< ~> 1:R m ifjf"l cfiT ~ Jl''l:flq ~ t, ~ 
:&jjq~(!cfji:ti3ll ~ 1F' ~ ~ ~ ~ ~ W'f'ifffi ~"ct~~ Wffi 1:R 1l11<f cf>l \ill~ 

i'1 
4. m~&RTmcf>l cfii4~fl(1 cj_;;ft, ~. fqf1qPn"omri~~~~ 

\ill ~ti 

5. v:<fi" 3r,:ffl m ~ m ~ (Flow of Cash) ~ ~ cfii4~flci ~ ~ ~ 
m ~ m oirnm: cf>l lITTIT ~~"ti'~ m ~ t, 

6. ~ ~ cf>l ~ dicl~4c:fii:116TT, ~ ~. 3fmm{"Ul ~ ~ ~ ~ 
~ cfiT ~ cf>l m wmr 1:R m q@ Jr'lJcll q;) ~ cfi«fl t, 

1. ~ ~ cf>l m wmr ~ ~ im ~-;ftfu ffl oo ~ ~ cfi«fl t, 
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8. ~ ~ * ~ ~ ~-q'{ ~-~ cfiT "ffi'l ~ M -ill~ !1 

9. w ~ ~ fclf,:r,:;f ~'TI1TI'·* ~qi)~*~*~ mfi«f M ~ ~ 
t1 ~ ~ cfi1 (1f'lHl<c11 o'IT 'ffif:R llJtlffi ~ m ~ ~ f1 

10. ~ c41cH-llr:li:fi ~;m * ~ wmf 1l'{ ff"'llfc4<1 qfturrtjy qi)~ Cfi'«fT t1 

11. Sl"llcl'l_'lf ~ ~ cfi1 WITTf -q ~ ~ m ~ ~ 311R1 ffl ~lti<1<111{4i:fi ,fflT 

~ t, ~ ~'r<fl ~ Will' qi)~ cfi1 3llc:w~cfidl ,m° Wffi f1 

12. ~ ~ cfi1 ~ ~ ~ '{<4fjl-ll1 ~ ~ ~ t fcfl qi'if o'IT fcflcFfi ~ -q 
~ cfi1 '1tlclltllcfidl i'Pft1 ~ ~ ~ ~ 1l'{ ~ ~ ~ cfi1 -ill~ t1· 

13. ~ ~ cfi1 ~ ~ ~ * fcrt1R ~&RT~ "'8 "cl@~ ~-q'{ 

~ Ffi?IT -ill ~ t o'IT ~ q;) oo -ill ~ t, 
14. ~ ~ cfi1 ~ ~ mr * ~ ~ cfiT '{(,,!licfi1 M -ill~ t, 
1 s. 1.fmtJ mr ~ m ~ 'fflil, ~ * ~ ~ ~ cfiT ~ t m ,n ~ cfitxif.1q1· &1 

~ cfiT ~~mm t, ~ 31,:rJq -q ~ cfiT cf>Tll ,rem~-~ t, 
16. ~ ~ o'IT ~ ~ ~ Cfi'B -q ~ ~ cfi1 'TI 64iclltllcfidl ~ t1 

17. ~ ~-~ * qf<uill,jfcf~q fl"'llfc:lo WITTf * ~ -q ~ ~ m 
~t, 

18. 3llclltllq,dl ~ a:rf'r<fl ~ ~ ~ 1l'{ ~ fc:1f-1~1•rf q WJTcf){ ~ ~ 
Ffi?JT ';;rf ~ ti 

mq~~~ 
(Functions of Cash Budget) 

1. F-tam:{-t ~ '{ec:liifi-t (Evaluation of Performance)-~~* ffl * ~ * 

'i,(,,!li•M * lfRCfi * ~ -q ffl Cfi'«fT t1 

2. ffl~-;ftftr'~TIFl'f (Maintenance of a sound dividend policy)-~ 1:Ji1t 
cfi1 oIB ft::emf * ~ ~ ~ ~ ~ ~ <&~ 1:r ~ mm t, ~ ~ ~ 
~ qi{ij t ~ ~ ~ * ~ 3llclltllcfi ~ cfil aq(1oif.idl ~ ~ ~ m ~ mm ti 

3. ~diiiil"ft-t ~ F-l41'5i-t lfi1' amnt (Basis of Long-term Financial Planning)-
~ ~ Glffcfi1(1\1 ~ ~ am ~ cfiT ~ l-lt\ci'4'{ai ~ f1 ~ ~ 
~ti:fcfii<:-il1 qiT'IU cfi1 f!Ullfc.tt -umztl, ~. ~ * ~. 31!f•i<1i1 cfi1 ~ * ~ -q 
~4,.;1(1\1 ~ ~ * ~ * ~ fq"qcfi{ ~ t, 

4. ~W -imft' .olic:i¥tlifidi31T lfi1' '{c:lf:iql-t (Forecasting the future requirements of 
funds)-~~ cfi1 ~ qi'if am fcticR efi1"il. cfi1 611c:1l/*M' M, * 1l_cf ~-q ~ 
mt t, ~ ~ cfi1 ~ ~ flctiN<fi ~ • ~ ~ wa1 -q'{ qiT"f mfi<f f.rfflo cfi1 ~ 
~ti 

5. ~ c!flIT -qr~ (Controlling Cash Expenditure)-~ ~ ~ ~ 
~ 'TI t, ~ ~ * ~ ~ * ~ * ~ f;,qf;@ ~ ';;rf ~ i1 

6. !ltalfatt ~~ 4it&a,,j'j a:i 'W'fT?I' cfif ~ (Testing the influence of proposed 
expansion programmes)-~~~~ cfiT ~ ~ 1l'{ >f1W:f ~ 1l_cf 'tl'Ul¼JUT 
-q ~mm ti w WfiR ~ fflm * ~~ ~~ cfi1 ~ ~ cfi1 ~ <fiP.f 
~t, 
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7. ~ ~ ffl-TT (Maintenance of Liquidity)-~~ -q;.f ~ o{ffifJ ffl 00 
<ITRJ ~ i1 ~ ~ ~ * 1!_cf ~ ~ ~ qft ~ ft.2ml ~Mt, 

8. ~ffl'~~ (Maintenance of Cash Balance)-~~ 3'llcwlc:4>tll~ 
*fu"q~~>RR<fiTffiil 

9. ~ f.t'-41-il-t ~~ (Helpful in Cash Planning)-~ q\ifG ~ * fflITTR Ti 
ift ~ mnT t, ~ ~ ~ ~~ -q"{ ~ am~ q ~ cf,l ~ ~ i, ~ ~ 
qil ~ ffl * fu4 ~ .~*mo ffl am 6J(r<iqilcffi1 ~ * ~ 3fflrn 
qil ~ cfiTffi f I 

~~(fi'I f.tqfOI 
(Preparation of Cash Budget) 

~ q\ifG ~ ffl *IB"4 ,;n ~oo"R ~ t ~ ~ ~ i-
1. ~ ~ wf.r&:riur (Determination of Budget Period)-~~ ffl ~ 1ft 

~~q\ifG~qilf.Jmfto~~i,~~JTI<i=~~*~-ttoo 
~i-;;nf<fi"~=~·~Mi1~~qi1Rmftl~~~cf,l~qil 
ift ~ Ti UiFTT ~I~~~ J!cliIB ~ i "ffi ~ oqlq~if(4cfi lITTfl'.f *IB"4 3IBlJ ~ 
~ q\ifG "W-l'R ~ ~1 f.,qfuft ~~ * fu4 ~Nq;1(-fl1 \~ q\ifG ift ~ ~ ~ ir 
~ q\ifG cf,l ~ Rmfto ~ * ~ ~ 3rclf~ qil mit-mit 3fqf~ ~ fui:nm, 
lllfi:rq;, ~l'<lltt\cfi, ~ 3,cfl~-q ~cf>{~ ir 

2. ~~W ~ (Estimation of Cash Flows)-q\ifG 3,cfl~ qil f.:rmfuf ffl * 
~~~Ti~ Ti~ cf@~~ (Cash inflows) o?Il ~~(Cash 
Outflows) ~ ~ ~ ,if@]' ir fcfi"m oZM~lf(4q; ~ -q ·~ ~ ~= ~ 
~,~~ •. ~f.14'1•T1~3Wl3Uft::~~mi~~~ll@~~, 
~~ ~fl, ?ftUT-q"{ ~. tm tR ~ aw:: *~-q~ ~ '!:rftlRl* 
qf<u111.lf<4~q m i1 ~ ~ q;,:ft-q;,:it 3M~~ ,t;ft * f.frftR ov.n 1i'>!1 qf<~utfo<if * ~ ~ '1ft ~ ~ ~ ~ ir ~ ~ 3M 3l'lcfl ~ tift * W'-R ov.n tift 
qf<w.qfo<f"i * ~ ffl 1R ~ ~ ~ ~ i1 

3. ~ ~,q,i4cfi<'II~ cfiT f.t1d<o1 (Determination of Financial Needs)-f"Ft'-f1Fr 
~~*ft.r4~~am:~~~~WIR*~~~,ij@f 
i fcf;-~ ~ ~ (JTI<i: ~) -q ~ cf>l ~ cfilit ~ o?.JT ~~~Ti~ 
alf~ ~I ~ cfilit qft 1lf<f * ft.r4 ~ ~ ~ aJlql(<lqi "i1ftr cf>l ~ cf>l ~ i ~ 
~ ~ qil (ill"lSI~ ffl Ti ~H<f"1f,jjt1 fctill1 ,if@]' t, 

~~1RR'qft'fc41"!4qf 
(Methods of Cash Budgeting) 

~ ~ ffl q,l ~ ~ffr~r 3fqqJ ~ t-
1. "Sllfta' v_cf 1j'@R ~ (Receipt and Payment Method), 

2. <E-l'll<flf\JJo "(1'N v_cf ffi ~ (Adjusted Profit and Loss Method), 

3. ~ ft.2ml ~ ~ (Projected Balance Sheet Method) 

~mil'~ 3fqqJ w~ ~ m~ ~ ~ ~ i-
1. ~l(lf 'r@T"f fcnt:f (Receipt and Payment Method)-~~~~~ ii 

~(r<irlilfil1 ~ 'i_clfj'll-fi * fu4 JWi: ~ ~ ~ fcff~ ~ ~ fctilll ,if@f f 1 ~ ~ ~ 
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~~~3lf~~t~~~~~~cfil"fl'GT~~~1:r@Al 
q;) "5lcfic: ~ ,jfJcfT t, ~ f.rl:!TUT ~m ~~ ~ 3Rl ~ ~ ~cfil ~ t, 

~ ~ -q: ~~qi) c) ,wrr -q: fcf'1Tf;;@ ~ ,jfJcfT t, ~ 11'fll -q' ~ m&r cfTT UM 
q "fllflf ~ ~ 11'flT -q: ~ TrnR cfTT UM q "fllflf f<@:1141 \Jf@l t, 

• 'Ui:fil ~ (Cash Receipts)-~ -q' ~ m&r ~ f.:rq "ffiq ~ i-
(i) qfhm-111· ~ ~ 'Ui:fil ~ (Cash receipts arising from operations)-~ 

3Rflto ~ ~ "Slfl<f am,~ f.rsf;t q ~ o'lTI -srrczr ~~~~UM 3l@t t, ~ 
f.rsf;t ~ ~ m&r q;-y '{clf::1q11 ~ "flIB molt~~~ -q' ~ cfTT ~ ~ ffl 
qi) Eil'R -q' ~ ~I "3tm f.rsf;t cfTT ~ -q' ~ cfTT ~, "flrol ffl, ~ cfTT ~, ~ 
cfTT i:iftcrrit ~ ~ ~ o'iTI. ~ ~ ~ Wl4HH (time lag) "tf"{ ~ Eil'R ~ ~I 
~ ~ -q ~ q • ~ Ji(;tq'l_uf ~ ~ q1{ ~ f1 

(ii) 'ftt-qfhm•M 'Ui:fil ~ (Non-operating cash receipts)-~ ~, ~, 

~.~, ~, mcfilf.rsf;t, q;-{~ ~~-qlb=li('!1311<4 efa:ife1a cfil~t1 
(iii) ~~~'Ui:fil~ (Cash receipts from capital transactions)-~~ 

-~-i:q~f-a..;,,;J.fl· q Fc1f.1J.fl•rf ~ ~. a:ml' am ~-"t!'ll ~ f.f1fiA ~ ~ ~ ~ 3l@t ti ~<Pfi 
q;) ~ <fiB ~ fuq &i{..qcfil<:'111 ~ ~ ~ UM 'TI ~ m efa:ife1d f1 

• ~ W@T-1' (Cash Disbursements)-~ TffiR cfTT ufu f.:rq 'lfGl' ~ ~ cfTT \JfT 

~t-
(i) Qf{'i:m-,..,1 $~ W@T-1' (Cash disbursements for operations)~~ f.li:.:ife1forn 

~ efa:iR-ta ~ "I@ i- , 
(A) 'Ui:fil~'l'!'m~W@' (Cash l)Uichases and accounts payable)-~~ i:m-1' 

~ ~3:n' q;) ~ ~ ~ am.ri:!, ~t% "fllflf ~ ~ ~ ~ TffiR q ~qi)~ 

~ ~ ~ 'Tlffi1 efa:ife1a i1 ~ 3ljAR sfi<I' cfTT ~. "5l'J'Clf ~am~~ q 'T@A ~ ~ 
eq:q1~< (time lag) "tf"{ ~ moT i1 

(B) J)llf (Labour)-~ ~ TffiR -q' eq1:q1~< "tf"{ Eil'R ~ ~1 
(C) aqfl.6Q4 (Overheads)-~- cfiRlsi11I d9Ro44 ~ ~ ~ ~dq~fl;....,oll-4 ~ . 
~ cJ ~ dqflo:q:q ~ ~ ~ ~ cf@ 'T@A ef41f("ld tM i1 ~ ffil"@I' ~ ~ -q: 
'T@A ~ fl'l41~{ "tf"{ Eil'R ~ ~ , 

(H} ~-C!f.!'611H-i ~ ~ ~ '!'=''"' (Cash disburse!!lents for non-operative 
expenses)-~~~(~,~.~, ifr-m 3TIR:), zy:r, awl-~~~~ 

~ ~ ~ 'T@A efa:if("la ~1 ~ ~ q;) ~ ~~ -q' R©1:114, ~ ~ ~ c1,wfc1cfi 
'T@A M ,jfJcfT tr 

(iii)~~'$~ W@T-1' (Cash disbursements for capital transactions)-~~ 
flAlf-ttJ.fl. er Sl@'if<,J.fl. ~ ffl ~ ~ ~ ~ fl'4f.>Eld ~I ~ ~ 3lf~ cfTT 
~, ?[111-"t!'ll q;-y 'T@A ~ ~ i:ft, efa:if<"lq cfTT ~ i, 
~ ~~ -q: sirdi:\fcfi ~ ffl -q: "d"fl 3l<lf'~ -q: "Slfl<f ~ ~ q;", ~ "Slfl<f UM ~ 

~ ~~"I@ i ~ 3RR f.i:q..;ior 3fqf~ ~ 3RI <t} ~~~fr 
';fl"Z"-~ ~ ~ -q' ~ ~ qi1 m ~ ~ ,jfJcfT t , am: ~ ~ ~ ~ crn

"fllflf fcn"Ft Wli<n"l-ff (adjustments),~ (accruals) o'ill ~-~(non-cash)~(~ 

~) q;) ~ ~ ,jfJcfT ti 
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~ W'l * 3RflIB m ~ ~ ~ R'-'IR-tf&t1 ~ ~ mcir i
Cash Budget 

(Receipt & Payment Method) 

Sh C h B d t ort-term as u 12e 

Details Period 1 Period 2 Period 3 
f ~ ~ 

Opening Balance 
Add : Receipts 
Cash Sales 
Trade Debtors 
Loans Received 
Sale of Capital Assets 
Other Receipts 

Total 

Less : Payments ; 

Trade Creditors 
Cash Purchases 
Wages and Salaries 
Interest Payable 

Loans Repaid 

Capital Expenditure 
Taxes 

Dividends 
Total 

Closing Balance 

~~ 'r@Pfftrill~mq~lr-l'ra'~ ~m~m-

Period 4 
~ 

1. m-m~*~~~q,l<QT~m. ~~lfit-n'~ <-ik!f~c1 ~ 
~ ~'tl\ll ~~~t, <-1k!fo€1t1 ~~1l_cf-qr~qft~~ 1f@Rl''tl\ 
cfi1l ~~~I 

2. m~-q~~~*~~~-~'tl\ ~~~t~~~ 
~~'q,1JNJfcfflfflt,~~q,1m~-q~1wn~~~-q1f@R 
~ ~ ~ . ~-1T<-!', ~.,(UT~. ~ ~ 3TIRI 

3. ~f<fim-itG~~-qci;W~~";:i'm"t1l~fi~'57@R-a-m~-q 
"tJAI~t, 

4. ~ f<fim ~ * 3Rf -qr~ 'q,1 "llfTl ~ * 'qlTy ~ cfit{ mm~~~ ffl 
:ifiOlitil<fi 3{@f t ~ ~ H'-'IR-tf&d GT ~ ~ ~-

(A)~~~*~ 3l<"'icfilffi1 W(f * ~ -q ~ aif"tl~<fi~ ~WWI~~ m 
m 3¥@ ~*~-qr~ 5iiOll(ilcfi m <-) * ~ Q ~ ~ ~ ~ ~ qft ~-q 
~ ffl ~ * ~ 'ti\ "EIGl ~ i1 

(B) ~ -q,tj ~ ~ ~ :&i<"'icfil<.111 ~ fwn t "t1l SIRf►"W> ~ ~ "tJAI ~ ~ 
~ ~ ~ "{lfiT qft &Jlq~4<6t11 f.ft , ~ ~ ~ ~ ~ mtTTI 
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2. fjqltiH'~rn 'ffi\T-mf.rftffu' (Adjusted Profit and Loss Method)-~ fcef''-l <61 ~ 
~ GNcfi1ctl1 ~ ~ ~ -q ffilfT ~ i, ~ ~ •~ ~ ~ \:ft~ i, ~ 
1¥'-l (~) ~ ~ cf>1 ~ ~ 1¥'-l i, ~ ~ -q ~ 3fqf'-l ~ ~ ~ ~ ffi -q 
~ 3fqf'-l-q ~ ~ <111:t cf>11TT?!T <61 ~ ~ ~ ~ 3Rf ~ m ffi (Cash Balance) 

~"lfcll~~i,~~llRfu<TT~t~~~*~\:ft<111:tmom~m 
~ ~ cf>l 1TT?!T -q ~ m ~ ~ ~ t ~ ~ 3fqf"l * ~ ~ &.l-~. ~ ~ . 
~-~~3ffimiuTT~~~*~"Sfqi"R~~-➔mm;u~,<mN~ * ~ ~ * ~ ~ m;u 3IBPt!q-lfl ~ ~ i1 ~ ~ ~ Wilqj'1!1 (Adjustment) 
~ ~ i1 ~ 3Rf1rn ~ (-l•Wil;.i11~ cf>1 "l'TITT i_ ~ ~ "Sfqi"R i-
[I] ~ ~ ~ ffi il ~ Jt'R ~ ml 

1. itt-~ ~~(Non-Cash Expenses) 
(i) Depreciation 
(ii) Deferred Expenses of Fictitious Assets Written-off 
(iii) Intangible Assets (Goodwill) Written-off 
(iv) Prepaid Expenses Written-off 

2. fli:Qffi<fl. ;f cfi'll1' (Decrease in Assets) 

(i) Decrease in Sundry Debtors 

(ii) Decrease in Cl9sing stock 
(iii) Decrease in Bills Receivable 
(iv) Decrease in Investment or Securities 

(v) Sale of Fixed Assets 

3. ~ 'il ~ (Increase in Liabilities) 
(i) Increase in Sundry Creditors 

(ii) Increase in Bills Payable 
(iii) Increase in Loans and ~dvances 
(iv) Tax Payable 

(v) Issue of Capital 
(vi) Issue of Debenture etc. 

4. ~~'il~ (Increase in Net Worth) 

[II]~~ Sli'<~d> ffl il ~ ~ clJlift ml 
1. 3mfch'titt-~~ (Non-Cash Incomes) 

(i) Rent Accrued 

(ii) Interest Accrued 

(iii) Dividend Accrued 

2. ,(,li:Qffi«i ;f ~ (Increase in Assets) 

(i) Increase in Sundry Debtors 

(ii) Increase in Closing Stock 

(iii) Increase in Investments 

(iv) Purchase of Fixed Assets 

(v) Increase in Bills Receivable 
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3. ~ ~ d" (Decrease in Liabilities) : 

(i) Decrease in Sundry Creditors 
(ii) Decrease in Bills Payable · 

(iii) Return of Capital 
(iv) Redemption of Debentures 
(v) Redemption of Preference Shares 

4. ~~~m (Decrease in Net Worth) 
3. ~ ~"Jnl:llft~fmr (Budgeted or Projected Balance Sheet)-~~* 

3Rflrn ~ fcmtf ~ ~ ~-~ <nl 'l<=4ij'l11 ffl cnT WOO M ~ -t, ~ @q ~ 
~ * 3Rf -q' ~~am'~~ wm: M ~ t, ~ ~ ~ m ~, 3ffe4Miji4 
qi)~ m w:ft ei:qfoq)' ~ w:ft ~ * ~. ~' ~. ~-m ~ *~-q' 
'{<=4i:j'li1 M ~ ti dc<llfqiq_ ~ . ~ qi) 3{TI~ ~ -q' ~ q;{ ~ -t, ~ -q' ~ qi) 
~*"'1G~'l~cfil am ~m Gfq<llt~~m"'l'AT~t am~ m ~~ 
cfi1 am Gfq<l1 t m ~ ~ 31f~ "qA'J ~ ti 

~3TI'lfR~ 
(Zero Base Budgeting) 

~ ~ ~ (ZBB) ~ if'IR cfi1 ~ 1't ~ f f-;m ~ * ifw: "Q;o "tWm 

~mftIBMl~~ffl~*~~f,;j.:l:ftq;yi{~ 1962-q'~ 
~ qi) RlffiIB ffl * ~ lt M ~ ~ ~ Jl'Rf * 1'frt.R ~I cffil{R ~ -q' ~ ~ 
cnT m SIG!~cfi14 ~ v:cf ~ ~ oqJtfcfl ~ l) M "IA~ t1 
~ amITT' ~ lfiT ~ (Meaning of Zero Base Budgeting)-~ cfi1 mtTR 

~ -q' 1'@ cflf * ~ qi) cffil{R cflf * ~ ffl * ~ ~ "'l'AT ~ ti ~ ~ 
~ cflf cnT ~ ~ * ~ l@qif *~qi) 'l~-~ "'l'AT ~ -tam~*~~ 
~ ~ M ~ t fen l@cflf * atci'I' -q' ~ cflf ~ i:rltc«R M ~I ~ ~ ~ 
~ -q' ~ cflf ~ 14 fm lt ~ ~ t ~ l@cflf * ~ qi) ~ "1'tf -iJA1 ~I 

~ cfi1 ~ ~ -q' ~ m cfi'{11 ~ t fen ~ cflf * ~ cnT f.rqfuy cffil{R cflf cfi1 
qf<ffYlfd~i * ~ ~ M 1FTT ti ~ ~ fctim cfiTlf * @q ~ ,ft ~ ffldT t ~ 
~Cfi)mcfi'{11~tfencfi1"lf~t~~~ffl*~~-umlll1fllfft 
~ ffl qi)~ ~"ffio ti~~~ 'if'!@~ ~qi)~ llRl ~ t ~ cffil{R 
~3l)' * ~~ ~- ecq1fc1a 1'Tql ~ ~ cfi1 ~ ti ~ ~ ~ ~ ~ ti fen 14 
~qi)~~ l) "1'tt ~ ~ ~ 14 fm ll ~ WJTqi{ ~ wm: ~~ti 

qfhM1a (Definitions)-~~ ~ ~ cfi1 GT 'TR~~ lJ'f t-
1. 'Qm~o lfl'4l'{-~ ~ W ~ rliT ~ FcPIT, it- 'ffiift' -q· '~ ~ 

~ ~ ~ 1l!i ~ 'Jffili</T -I f.irf,q'~ ~ 'ff 3"/fR Y! ~ q;'J 3(/q4'qqjrl7J11'rit 

;mfiitt1~m<1il~~<tt"'1efttfftlT'JliFflqjit-~wiflnit-~~~m<lil 
'1Tf ~ R:llT "17ffT -j fifi ~ fiflm ~ rJiT -;pjt' clFl rwlll ~ . ~fieq;JO/ ~"ff'#~-'f.rufll 

~'* 37T'E/lr W fq4i(1'fild ,ti~ f ~ f.iFr<fiT 'tf4iif;1 ollcffP!ld Fct~HIJO/ * 37T'E/lr W 1Tfll t 
1l!i 11m * :m,m w ~ 'ffi'l1 ~ 1TflT t,)) 

2. ~ $ti:l~<{e 3liin q~;jjqaa l(ch1auzo~~ (CIMA),~*~ '~ 37rEllr 
~ ~ ~ ftm1 t f.iffrq ~ m Wl'll ~ ifR: "ff':ft nan· <liT Tf: 'lc-4iif;1 WfT t, 
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~fui<TTq;y~m'tl'"{ 'ifllii:fi1 lwn-mnrta~~-ffl~ ~~-m~~ 
q;y ~ fcfi<:rr-mor tr" 

~w'lWil3li~~tf<fi''lF3mITTGN!'G1"if~qj1'~~clir-rr~t 
flfi'cfillm~~w"11a~ttcfitnm~~m-rrfmwm~-qr,rr~~ 
~~~mq;t1~~1R~'\ifA'~cqm~ Slll!lfqcfidl ,Rcqm~~ 
wranr 1R f.rm" ~ i ~ ~ ~tr~ <fIT ll I t!4f'lqidl ij f.tglffht <tr '\i1Tfil t," 
~ 3fltITT ~ ~ ~ (Steps in Zero Base Budgeting)-~ ~ ~ ~ 

fsti<.11-tj'-!1 ~ f.t'-ifclf~a ~ ~ ;jf@ ~- . 

1. ~~~cfi1 MElf<OI (Fixation of Objectives of Budgeting)-~~ 
~~ ~ ~ ;;J@t ~Nlli41q_ o1' ~ ~ ~ cfiB ~~WOO~ ;;J@ ~I~ 
~ ~ ~ 31Wl-31WI "ITT ~ t, 

2. lfti:rr f.te.1hu1 (Fixation of S~ope )-f.R:{ ~ cfq> ~ ~ if\iR: ~ a:rtr-rr<.11 \ifT1l t 
~ f.rffl ,:ft~~ qi"{ WfT ~I ~ ~ ~ ,:ft ~ fcfi""lfl \ifT1l .~ t fcfi 
~~~~~~I fsMl<"-l<f> e);ri-q ffill;fcfi""lfl ~ 3Wcff ~ m ~-q ffi1I. ~ tr 

3. f.ruhr .. ( ~) fllq:;flhi ~ (To Develop Decision Packages)-~ 
3il'ffltl~q;y WJ:ffi~ ~*· ~~~t, RO'T<.l'*~~~mmt 
;lft f<fim ~~<bl~ oW ~ cflCTfl f fcfi f->rni:fiT ~ ~ 'ifllicfi1 qi"{~ t, 

4. mtrffn'm~ fa~JlqOi (Cost and Profit Analysis)-~~~ cm J11Ilcft 
~ ~ fsfi<.llf4o cfiB ~ ~ ~ ~ "ffi1l q;y f,m~f401 <R11, ,:ft ~ f am ~ ~ 
~3lfqi) fsti<.11f~a <ti<~ *~~~~~cblwfil-q'Bf'q~mr aq4Jfildl ~ 
3Titm: -q'l ~ qfl~'l"11i-6TT ~ ~ }f11!lfli<f>dl~ (f<.I' m -q ~-Bf'q-fcm,lquj ~ mc,J tr 

5. f.ruhnt~mqif ~qi'{''1Re~ ~~~ (Finalizing the Budget after 
Appprov:ing Decision Packages)-~ ~ ~ q;y a:tRfq ~ ~k4f--ita f.rofli * 
<~) q;y 'if<.l'1i ~ ~ -m if\iR: cm ~ ~ ~ mctT t, 
~ "41QH ~~ 'ffil1' (Advantages of Zero Base Budgeting)-~ ~ ~ 

~ $ Bf'q ~ ~ ~ ~ Bf'q H'-11'8forn ~-
1. Sllta~ciidl ifi amm-irr ~huE.1'11 c:fiT ~ (Allocation of Resources According to 

Priorities)-~ <bl~~~ cm~ <bl ..<.j(lj,(,i•1c1a1 * ~ 'tl'"{ ffl q;y ~ 
m ~- •H\ci:l'luf ~ f.rq@t tr W"A ~;m ~ ~ Slll!lfl-l<hdi4. ~ <bl °"11 ~ f am 
-am ~ -q o1'qiT fst,<.jj-tj<.j1 ~ ~ "ITT ~ ~, . 

2. fi'11€1'11 cfif-aftra~ (Fair use of Resources)-~ <bl~~ cm~ 
~~~q;y"df.:rn•m*~it~t,~~o"lt~~~~~~ 
WIB ~ "df.:rn it o~ ~ ~ ~ o1'qiT ~ ~ it1, 

3. ~ ~ ~ ~ (Knowledge of Wasteful Areas)~ ~ <bl ~ ~ 
~ t am~ "cl@ ~ cb1 ~ cfiB -q ~ itm t, ~ ~ W"A ~ "tf{ 
~ m ~ ~ ~ ~:m "tf{ a@ ~ °"1'@l t ;jft ~ m, 

4. ~ ffl qif ~ (Justification of Each Activity)-~ ~ ~ ~ 
3Rftfu ~ ~ 3ftR ~~ ~ ~ ffif <bl llTTf *~cm~~ ~ i ~ 
~ ~ ~ ~ ~ itcfi t ~ ~ ~ ~ wrn l) otil ~ ~ ~ ~ ~ m, 
.~ ~ t fcf; ~~~~~<bl ffl ~-q ~ itcfi t, 

5. aqJJ firm RS1f<o1 if~ (Helpful in determining Utility)-~~~ 
cbl~~cm aq4lfl1a1 r~m-q~itcfit1 ~~-q~~~~~ 
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-q"{~~-mm~~~~~mm~3Timi~~~-il@Tif<fi~ 
~~m~i31'lfcl'l~I 

6. ~iITTT~ (Management by Objectives)-~~~~~~~ 
-n flklf.>tlct cfiT<TT ~ m "ITT ffi q,l ~ q,l ~ i1 \;Jl ffl ~ ~ ~ ~ ~ (-lklf-tlct 
~ ~ o-=r -q"{ ~ ~- M -mm1 
~ amm-~"ifft''ffllml (Limitations of Zero Base Budgeting)-<fWl ~ ~ 

~ ~ 3Act,~ t ~~~~,:ft i-;;n Rl4 >fcfiR t-
1. ~ ~ (Expensive Method)-~ ~ it -m'~ ~ WIBl i, ~ 
~ '!TI ~ ffl t_ 3IB: qf(i:llc.11 cfi1 "ffi1Td .m'~ ffl 't1 

2. 1011tcHb ~ "$ '!~icfi-t <tt ~ (Problem in Evaluation of Qualitative 
Benefits)-~ >f1llTffi it lR ~ c.fiTlff ~~it ffil@-~-Fcm-!ti 01 -fITT° m "Cf@l -;;n ~ 
~ ~ @ii •3licl~llcfi i1 

3. ~ f.1t1ho1 -q- cfifa-tl$ tProblem in Ranking)- ~~it Rum~ (~) 
~ mmtr ~ it~M i ~~ ~~ <Jm 3N-ft 3fffi ~Mt, 

4. qflc1J<.ff q;r '4'11<.41-ii-t .ftf (No Adjustment for Changes)-~ -q· ~ cfi) 
f!I-JlqJ;,,1 ~ m ~ m ~ mall ~ m ~ ~ ~ ~ i1 

-m AtQIG-i ~ 
(Performance Budgeting) 

~~it~~~mq,1~if<fi~~~~~~~ 
~m~~~fflm~, a:a<e:1f4tq 'ITI~"cf,"{~-;mmi, ~~~' ~ 
~ fc«wrT ~ ~ ~ f 1,60,000 ~ M lfqJ, ~~,:ft~ M 1T<lT fcfi ~ qtf 

~f 12,00,000 ~m~. ell~~~ cfi~c.114 1111 ~m~q,1 'ERUfu~ 
~ ~ ~-~ ffl ~ cfil_~ ,:ft f.fmftf °cf,\~~~~ i, 

f.1am~., ~q;r ant (Meaning of Performance Budgeting)-~~ "cfil ~ 
~~~~i~~"cfil~~ffl~"cfil~~cf;l ijfAif(1ctM-mm 
i, ~: ~ f.li;if('!f&ct "if@ ~ mm t-

1. ffl ~ m ~ q,l &llcl~llcfidl i1 . 
2. ~ c.fiTlTT cfj) ~ m it fcfio-fl "t.1T'Tff ~ I! 

3. ~ ~ &.ill ·if.t -~ cfi14 ·,it ·qy,n1 

4. cfiTlf -;;n ~ mm ~M,tiicfi ~ cftlT ~, 

~ ~ ~ ~ it~~ ~ ~ fflill"J3ll cfiT ~ mm ti 
f.1eq1~-t dNR:'°$~ (Steps in Performance Budgeting)-ffl ~~it~ 

@'&~60R~i-
1. 3ft{~lfq~ ~q;r f.1t1ho1 (Determination of Responsibility Centres)-~ 

o-=r c.fiTlff cf;) f.lmftf ~ "1@T i ~ ~ ~ i am ~ ~ ~ ~ i, 
2. !,fr!.ll~IH F-leq1~., efif ~t1ho1 (Determination of Expected Performance)-~ 

3~1<<:.lfq(i::I ~ "G"{ ~ ffl ml i1 ~ cfillf q,1 ~ ~ f.lmfuf ~ ~ i1 ~ ~ 
~~~~~"cfil~iellfcf;cAt~~m~~~fcNrlcfil 
~ i ell M'IA' ~ q,1 fcfio-ft ~ q,1 ~ i1 

3. 'af'(ij"Z' ~ q;r ~ (Estimate of Budget Expenditure)~~~ 3'12fq! 

3'd(<:.lllfci51 ~ ~ m ~ o!l'll' q,l ~,ct~llcfidl m, ~ f.lmfuf M -mm i1 
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4. f.t tiQl({-1 qjf 'i<"'4icfi-t (Evaluation of Perfonnance )-'3TT ffl 'qffiTq -q ~ ~ ONR: ~ 
ffl ~ qi"1f i 31~ ~~ ~ ~ cfi1 \JITTIT t1 ¥Al ~ 3TI'cyU lR cfi1 \JITTIT t1 >I~ cllWfctcfi 
~ cfi1 «f,ifc olfl:I)' ~ ~ ~ cllWfclcfi ffl '3ft ~ ~3TI ~ ¥RT ONR: -q f.JErtfur ffl ~ 
cfi1 \JITTIT i I 

5. f.tt,qH~-1 ~ ftq)t (Perfonnance Reporting)-ONR: ~ v:ct · cllWfctcfi. ~ ~ 
~ cfiT fct~~quf Ffi<l1 ~ ! ~ ~ ft'Cl1i ~ cfi1 \JITTIT t, ~ ftq)t ~ ~ ~ 

. ~ cfi1 \JITTIT i I 
ffl Pt&.11~-1 ~ 'ai ~ <ff' 'm1l (Objectives or Advantages of performance 

Budgeting)-ffl ~ ONR: ~ ~ ~ 31~ ~ Hl--ift'lf&a ~-

1. ~~ 31~fif;?rr3li~~ v:ct ~cfil.ff'-q~ ~ M ~t1 ~ 
~ ~ ~ ~ lR ~ ~ ~ cf@ ffl -q 'ITT ~ ~ cfi1 \JITTIT t1 

2. ~ ~ ~ ~ lR c.fim cfi1 ~ cfi1 \JITTIT t ~ ~ 311'IB: lR aww:ft ONR: -q 
~'EIRM~t1 

3. ~ &TU ffl ~ qi"1f ~ 'ti'( dij(Gl41 ~ cfi1 ~ cfi1 \JITTIT t cf~ ~ 
ffl ~ lR JllIBT 'ITT cfi1 \JITTIT t1 

4. ~~ ~q;) ~~~~i, 
s. ~Ncti1~1 ~ ~ ffl ~ cfiT '{<."'4fqi1 M Si[@T ti 
~ ~ ~ ~ t fcfi ~~~am~ ONR: cfi1 ~ mr f.:r'-lfftr qj"{'cl'f t 

cffi W<ijf~a fcf,wr ~~'ITT f.JE1ifur fcf;-q ~ i1 ifR: -q ~ 3{qf'~ cfi1 ~ lR cllWfctcfi 

ffl cfiT '{<."'4icfi1 ~ ~ t cf!fl ~ ~ dTI(G14l, ~ cfi1 ~ ~ 311~1~N1 ~ \JITTIT 
t, ~ m ~-q ~ oZfl:I)' cfiT ffl ~tit~~~ t ~~cit Sl"li<Hll~1 r~ cfiT 

~~~~~ti 

ac-:itfa•ltfil~ 
(Importance of Budgeting) 

~~~~t~~~~~~-qtjt~~~ 
ti ~ JmTWi ~ lR'lf -q ~ a:nf~ V!4 ~111-11f'11cfi 'd4'@, am~~. a:um f.r$ivr cf 

SIWBq,14 ffi&11IBT lR fcfffi ~ 6@'ffi t1 ~ ~ ( 'l-iic€ltill! it@ <fil ~ IDU 'ITT~ 
cfi«ff t, mcm <n't ~-~ 'lITTRT3li q;) ~ IDU m bqjq~IRcfi ~ Pl"ffi'IT t, ~ cf~ 

~3li <fil ~ ~ IDU ~ cfi1 am~~ v:ct ~ l'Jfufcff~ cfiT ~ mtIT f1 ~ 
o•MBlf<lcfi ~ ~ lR'lf -q ~ ~ f.t1-1f<..1f<s1t1 ~ mq-~ 

(i) m,v:rr-ij~~ t:mr-n"'qjfftlcf;m-~ bqlc:!Blf<lcfi ~ -q ~ cfi1 'qfcAT 

~ t, cfi4'<41Rlfi ~ 3Titfm ~. fcl'f,r-;f fq"lf1TI' ~ 31J"l'TlTT -q qj<f\lRcfi ~ ONR: ~ 
~ cfil ~ ffl ~ @Q'. 311cl~ ~ am~~ IDU ~~cf~ cfi1 'qfcAT cfiT 

fcfcfim~t, 
(ii) f.lq\Jt-, -ij~-~ ~ cfi1 ~ ~ ~ ffl cfil Sl"llc:!'{ui ~ ~ ~ 

qj"{'cl'f t1 ~ ~ cfiT ~ o;;;r t ~ ~ ~ m~ am ~ ~ lR'lf -q 'lITTRT3li ~ 
~~ am ~ ffl cit ~ ffl cfi1 ~ am:rr-fl ~ ~ m \JITTit t, 

(iii) ~ -ij ~-~ bqlc!Blf<lcfi ~ cfi1 ~ fflaJ'«!T ~ -q ~ !1 
~ ii' cllWfclcfi ~cfil ¥Al~~~~ cfi(&i ~ ~ ~@'lfl ~ i1 MWi-.lli:t_ 

~ ~ ~ ~ 31T'IB: 'q"{ ~~ cfil4cll~ cfiT ~ q fsfilfi.q•H ~ ~ cfi1 
cfil4'.Ji~l(1dl -q ~ cfi1 '-ill ~ t1 
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(iv) &i4i41R.41 ~ ~ ~ at<m:.&iHI ~ ~-<m:: ~ ~ 'cfiT 3l!QR 

cfii:fi11R41 'cfiT W<WT t m ~ cfii:f'91R41 q;i ~ ~ t 3lh: ~ at<J1<cfia, *~mm t, 
~ ~ RtTT1TI -q cti4'9,R<i1· 'cfiT W<WT m'<f cfl8 ~ ~ 3lf~ ~ ~ ~ ffl cfl8 'cfiT 

~m'<fm'1f@Til 

(v) &i4,;.11Rdf ~~cfil M!lf<u1-~ ~ 'cfiT ~ -q:m o-';{ i ~ ~ ~ 
cf>1 ~ ~ ~ ~ ~ cfi4i,11fH1 ~ 3lf~, ~ 3lh: ~ ~ 'cfi\ ~ ~ fr 
~ -q t(Hr.l'9c1dl 3lJ ~ ~ ~ cf>1 ~ -::r 'ITT 1:f\ flklf•+-ld ~ ~ m ~ 'cfil 
~ (Variance) ~ ~ ~ ~ 7lll ~ i1 . 

(vi)~ &lclf¾i ~-wm-~ ~ ~ ~ ~ ~. ~. fc.lf~ ~ ~ 
an4m ~. cfi4'91R41. q a1f~cfi1R<ft. ~ 3lf~ q ~. ~311 'cfil fstill1.:qc1 m ctt fcrtt.f 

.. 3lifu: Cfil ~ ~ ffl ~I ~ ~ ~ ~ ~ ~-q 31flltj\lJf4 ~ ~ ~ m ~ 
. i, ~ ft;ifuo ~ ~ -q ~ A' q 'mRf<fl' 'cfil ~ ~ t, 

(vii) fqa&1~H1-~ ~~,:ft~~ 'cfiT ~ ~ tl1 ~ ~ m * 
~ "f@1 i1 fcfl ~ ,~ ~ ~ 1:f\ ~ ~ >l'1lfcl' -::r ~ am ~ 'cfil ('ll"l<lllcfidl q ~ 
m, ~ ~ ~ ~ ctt f4i-1e1&-i:if '1\ ~ WTR ~ ~ Cfil at<J1<cfie11 i:i' ,:ft~ mm i, 

(viii) ~ ~ -AA ~ ~-f<flm ~ 1:f\ ~ ~ lcf ~ ~ 1:f\ 
~ cf ~'-lffl ~ 'B"fyt fcf'i:m: cfl8 Cfil ~ ~ ~ ~ -q· ~'ITT~ olllclfllf~cfi ~ 
Sl"llclcfiR1 cf~ m >if@ ~I ~~cf~ 1iclcfil(ffl1 ~ ~ ~ ~ ~~ Cfil ~ 
~. ~ ~ ~ ~ ~ -q ~ 'cfil ~ -::rm° ffl i1 
(ix)~~~-~~~ Cfil t-il"l<l<lcfidl -q ~ mm i1 W{, minfl, 

~cf~~ 'cfiT 3lf~ <1 fiiclollr1 ffi ~ 'B"fyt ~ ~ Cfil ~1"l<l<lcficll ~ -q ~ 
mart, 

q_"1ffa•1-qft-~ 
(Limitations of Budgeting) 

~ olllclillf~efi ~ ~ ~,:f * ~ ~ ~ ~ ~ Cfil H'-1f("tfo.lcl ~ 
~t-

(i) 1f'ira' ~ ~ -q° QR.~4ril cfiT 31'1mf-~ ~ ~ if qR/{!.&cll <tt "t!T?1T ~ 
~ cf>1 ~ ~ ~ 'cfiT 'cfiRU'f "'1 ~ i1 ofiR: ~ ~ i:ir,r ~ t am .m:: 
~-q ~ 'cfiT 3'.f'qfq' i "ffi ~ 3lJQR 1:f\ ~ ~ ~ ~ cf 3lolllcH\IRAi "fi ~ -~ 
'cfi"ft-'cfi"ft ~ ~ ~ ~ ~ ffl 'tl'2f 1:f\ ,:ft~~~ \ffl ~ qftl{l,Gcll 'cfil 
Jf111fcra~i, 

(ii) &4f<-fl ~-~ 11\ll<Hllctl ~ ~ 'cfil ~ cfl8 -q 'etillfil ~ ~ "11'@l 

i 'ffl ~ ~ ~ ~ ~ ~ -::rm° mfT i1 ~ ollclfll<fl. q fiR1 ~ ~ ~ ,:ft 
~ c-fN ~ 7lll ~ t, 

(iii) ~lf~~I ~l-114'"'1 "'1f-~ ~ 'cfiT ~ <Br t_ ~ 'cfil f\!IHlq--1 

m t, ~ ~ 'cfil 'ffi1!_ 'cfi\ ~ i:ir,r ~ ~ c-fN m'<f -::rm· m ~ t, ~ ~ ~ 
~q~~ ,:ft ~i, 

(iv)~~~ fai41.:q4-1 if fcli.lir('1m c:fiT 3Nlcf-~ ~ 'cfiT fsti<ll-q<I.J ~ 
~'91k1d -~~~'ti ~m ~ i1 ~ ~ ~ ~ ~ ~~ 'cfil 'B'ml ~ 'tf 
W«-1 'cfi\'lT ~ i, 

mailto:flh"tC1@T.\f1R~wrR~~q,1
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(v) ~ 1m.rr cfi1' 3llq~llchdi-m ~ ~ ~ ~ ~ ii' ~ fu83T cfi1 
3lic:!:t<-lcficll ~~I~~ "B fc!f'l'.Ff fc!f~ c!i"T "tf"Ull;i1Tf, ~ ~'="TT{ cf~~ ID'U 
~11,q...:ia, w:,:rq i1 

(vi) ~cflfd~ch v;ct ~ ~ cfi1' ~-~ ~~ c!i"T ~ dlc:!l«lfclcfi cf 

3f5rfCZf Gffl3TI ~ ~,f it' ~3lT i m <fi4"41Rlfi ~ ~ ~ ~ "cfil ~Allc:111 ® i1 ~ ~~ 
~ ~ 31f~ ~ "cfiB 1R mt2l -;im' "ITT~ ti 

(vii) 3l@'~~-q;,tjt-cfi,ft ~ ~ ~~ ~ cf>1 ~ Gf11 ~ 
i, ~ ~ "ITT ~ ~ cf>1 ~, ~ q oc.j~ -RT ~ t, 

(viii)~ QR~ftt?.(j al~ fl'll4i>ii-t -m-~ c!i"T RtTTU) '{clfj,'lH ~ 3TI'="TT{ 

1R ffl "ti ~ ~ ql«lfqcfi Gffl3TI "B cfi,ft-qj'ifl @l<f!f-.fa -,ITT "ITT 1:1@ t1 ~ ~ ~~ c!i"T 

~ qnJfl!l@lfj ~ ~ ~l'llaj"11 ~ 3it{ <Xllq~ln:<fi 1tfl' "ti 

I SOME IMPORTANT ILLUSTRATIONS I 
Illustration 1. (Sales Budget) : .m ~ m ~ ~ ~-u;,n ~ u;:ft c!i"T ~ 

m t ~ ~ 3Wro ~ ~ ~ ~ ii' ~ t, ~ cfEf ~ ~ f.t'"'lf<1f©t1 ~ 
~i-

Mr. Atulya manufactures two types of toys : Raja and Rani and sells them in Agra and 

Mumbai markets. The following information is made available for the current year : 
Market Product Budgeted Sales Actual Sales 

Agra Raja 400 at Rs. 9 each 500 at Rs. 9 each 

Mumbai 
Rani 
Raja 

300 at Rs. 21 each 
600 at Rs. 9 each 

200 at Rs. 21 each 
700 at Rs. 9 each 

Rani 500 at Rs. 21 each 400 at Rs. 21 each 

~ ~ "B -srcftomoi i ~ ~ ~ i ~ ~ ~ 'l<"l-lifctia i ~. ~ 
TJ<TI f<fi~ ~ ~ 1 m "B ~ R<TT ~ m ~~ ii'ffi ~1 ~ am 'u;:ft' ~ 
'l<"l-lifctia i ~ ~ ~ "ti' ~ ffi ~ i ~ ~ ~ 20 m ~ WIT ~I ~ 
~ ~ i:iftffl ~ ~ ~ m TJ<TI i, 

"3'400 ~ 3lTtm 1R ~ ~ ~ ~ 3fjtlR ~ ~ t-
Market studies reveal that the toy 'Raja' is popular as it is under priced. It is observed 

that if its price is increased by Re. 1 it will find a ready market. On the other hand, 'Rani' is 
over priced and market could absorb more sales if its selling price is reduced to Rs. 20. The 
management has agreed to give effect to the above price chl!nges. 

On the above basis, the following estimates have been prepared by Sales Manager : 
Product % increase in sales over current budget 

Agra Mumbai 
Raja + 10% +5% 

Rani +20% +10% 
~ ~ ~illlR cfi1 ~ ~ fcffl;'q ~ ~ ~ ~ ~ 31f~ f.t'"'lf("lf©a 
~ ~ w:,:rq _f-

w ith the help of an intensive advertisement campaign, the following additional sales 
above the estimated sales of Sales Manager are possible : 

http:qfU~n.4i
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Product Agra Mumbai 

Raja 60 Units 70 Units 

Rani 40 Units 50 Units 

oi:mc@ ~3TI cfil f!faif(i-itl ~ ~ ~ ~ ~ ~ cfiBT t, 
You. are required to prepare a budget for sales incorporating the above estimates. 

. . . : 
SI. SI Bd o ution: a es u 1eet 

. ' Budget for the Current Actual Sales Budget for the future 
year period 

Units Price Value Units Price Value Units Price Value 

Rs. Rs. Rs. Rs. 

Agra Raja 400 9 3,600 500 9 4,500 500 10 5,000 

Rani 300 21 6,300 200 21 4,200 400 20 8,000 

700 - 9,900 700 - 8,700 900 - 13,000 

Mumbai Raja 600 9 5,400 700 9 6,300 700 10 7,000 

Rani 500 21 10,500 · 400 21 8,400 600 20 12,000 

1,100 - 15,900 1,100 - 14,700 1,300 - 19,000 

Total Raja 1,000 9 9,000 1,200 9 10,800 1,200 10 12,000 

Rani 800 21 16,800 600 21 12,600 1,000 20 20,000 

Grand Total 1,800 25,800 1,800 23,400 2,200 32,000 

Working Notes : 
"Ticfl 3{<TT'l ~ ~ ~ ~ cfil lH51l (~ "q') ~ >fqiR ~ cfi1 ~ i-

mrr fflT 
3WlU ~ 3WlU ~ 
400 600 300 500 

40 
(10%) ~ (5%) 

60 
(20%) 

50 
(10%) 

440 630 360 550 

- Fc!~1q-1-Jr'ilq 60 70 40 50 

(w,:J -q ~) 500 700 400 600 

Illustration 2. (Production Budget): cfi'fm ~ ~ @o G) ~ '31' cf~ ~ cfil 

~ <fi«IT t, qtf 2019 ~ ~~ 7 ~-q ~ "IA qR'll ~ cfi1 ~ cfil '{c4fjLIH ~ 
~Tf-qft-

.. Months Jan. Feb. March April May June July 

Product A 200 240 320 400 480 480 400 

Product B 560 560 480 400 320 320 360 

1:1& ~ll;TI cfi1 ~ i fcfi (i) ~'ITT~~ 3R1 -q ~ ~ ,m" Wln; (ii)~~ 
~ 3R1 -q f.rfi:@ ~ cfil ~ 3l1@ ~ cfi1 ~ (l@ ~ ~) cfil 3TI'l1 WTTI 

Budgeted production and production costs for the whole year are as follows : 

Production in Units Product A 

4,400 

Product B 

4,800 



Per Unit Direct Material 

Rs. 

12.50 

Rs. 

19.00 

Per Unit Direct Labour 4.50 7.00 

Total Factory Overhead apportioned 13 ,200 19,200 

30~2019<8~~qfffi6~cf>1~¥:l*~~~~~~~ 
m~~~~~~, 

Solution : 

Months 

Product 

Sales (Units) 

Add : Closing Stock 

Less : 

Opening Stock 

Units to be Produced 

Direct Materials 

Direct Labour 

Factory overhead 

Production Budget 
(Period : Six months ended 30th June, 2019) 

January February March April May 

A 

200 

120 

320 

100 

220 

B 

560 

280 

840 

280 

560 

A B A B A B 

240 560 320 480 400 400 

160 240 200 200 240 160 

400 800 520 680 640 560 

120 280 160 240 200 200 

280 520 360 440 440 360 

Production Cost Budget 
(Summarised) 

A B 

480 320 

240 160 

720 480 

240 160 

480 320 

Period · Six months ended 30th June 2019 ,. 

June 

A B 

480 320 

200 180 

680 500 

240 160 

440 340 

Product A Product 8 

· 2,220 Units 2,540 Units 

Per Unit I Amount Per Unit Amount 

Rs. Rs. Rs. Rs. 

12.50 27,750 19.00 48,260 

4.50 9,990 7.00 17,780 

3.00 6,660 4.00 10,160 

Total 20.00 44,400 30.00 76,200 

Total 

A B 

2,120 2,640 

1,160 1,220 

3,280 3,860 

1060 1,320 

2,220 2,540 

Total 

Rs. 

76,010 

27,770 

16,820 

1,20,600 

Illustration 3. (Material Budget) : ~ ~ ~ ~ ~ ~ 311@ cN -q' 
~ ~ cf,1 s4,ooo ~ * ffi cf,1 -mw <fi«TT i, ~ ~ am~-~ ~ 
~-~ ffl, am ~ ~ ~ >fq;R ft:lillol Wl@l t-
~ * ~ tJ "e:T >fq;R cf>1 ~ mt:f!TT '31' o~ ~• cf>1 ~lcl'?<.l<fidl ffll ~ cf>1 

~ ~ * ~ '31' cf>1 "e:T ~ ~ '.i' cf>1 ~ ~ ~I 311@ cN * ~ -q' 
~ SIRf►"-l<fi wq ~ >fq;R mrt- . 

f.tfi:@ 'tffivf.,........10,000 ~ 31-12,000 ~. ot-15,000 ~, 

311@ cN * ~ -q' ~ 31Rfll wq ~ >fq;f{ t-
f.tfi:@ ~-14,000 ~. 31 -13,000 ~. ot-16,000 ~ 
311@ 'cN * ~ mi:!m ~ ~ '<fi'I qf{q(Oflii-!<fi "fTi ~I 

Solution: 
The units to be produced= Sales+ Desired Closing Stock - Opening Stock 

= 54,000 + 14,000-10,000 = 58,000 Units 
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Material Purchase or Procurement Budget (Quantitative) 
----~ -

Items Materials in Units 

A B 

Consumption for expected production at the rate of 2 units for A 1,16,000 1,74,000 
and 3 units for B 

Add : Desired closing stock 13,000 16,000 

1,29,000 1,90,000 

Less : Expected opening stock 12,000 15,000 

Units to be Purchased 1,17,000 1,75,000 

Illustration 4. (Selling and Distribution Overhead Budget) : Hlrfif<fict ~ ~ 
'f.rstt-~~~~-

mm 
f.nf,'t fq,rrrr ~ ~ 

f.nf,'t fq,rrrr ~ olfll" 

~ ~3TI ~ ~ ~ ~ ,re 
~ ~3TI <fiT ~. ~ f.nf>'t 1'\ 1% 

2,500 

5,000 

1,500 

6,000 

'!ltfOT mcrr3TI' qiT ~ m IDU <tt 1Pfi f.rstt ~ l 0% 0~ ~ f.rstt 1'\ olfl:J 5% I 

~ <tt ~ f.rstt f.llrffclf©a m
~ f.rstt 

(a) 

(b) 

(c) 

(Counter Sales) 

Rs. 

80,000 

1,20,000 

1,40,000 

Solution: Sales Overhead Budget 
Period ................ . 

Estimated Sales 

(A) Fixed Overheads: 

Advertisement 

Salaries of the Sales _Department . 

Expenses of Sales Department 

Counter Salesman's Salaries and D.A. 

Total 

(B) Variable Overheads: 

Commission to Counter salesman 

Travelling Salesman's Commission 

(Traveling Salesman's) 

Rs. 

90,000 

2,500 

5,000 

1,500 

6,000 

15,000 

800 

1,000 

Rs. 

10,000 

15,000 

20,000 

Rs. 

1,35,000 

2,500 

5,000 

1,500 

6,000 

15,000 

1,200 

1,500 

Rs. 

1,60,000 

2,500 

5,000 

1,500 

6,000 

15,000 

1,400 

2,000 



Travelling Salesmen's Expenses 500 750 1,000 

Total 2,300 3 450 4 400 

Total Sales Overheads (A)+ (B) 17,300 18,450 19,400 

Working Notes : 

(I) ~ aqf<aM ~ ~ -m ~ cfiT31lc1: ~ o~ <ITTTT fcraim3ll' qft firstl q;) 

~~~~"ctt~I 

<2> ~ mm3tt' ofi) ~ ~ ctt 1111AT m ~ ctt ~~"ti\ m ctt 11l t '3l) 
f.ri;:r~f-

1 ~- 1 ~ 
80,000x- = 800 ~-i<1; 1,20,000x- = 1,200 ~-i<1, 

100 100 

1,40,000 x -
1
- = 1,400 m,· 

100 

(3) <ITTTT mm3ll' q;) ~ ~ wrr ffi ~ ~ ~ ~ "ctt 1111AT m ~ "ctt 7Jt 
~ ~ 10,000, 15,000 wr! 20,000 m "ti\ sfilm: I 0% wr! 5% ~ "ctt ~ f I 

Ulustration 5. (Master Budget) v;cti ~ ~~cf'<:lf<•I ~ 3l]"q' ~ f.li:.:ifc-tf&d ~ 
~ m cflf ~ cf;l qf<cfit11 q Sl@cfi<Uf1 ~ t-

sa1es: 
Toughened Glass 
Bent Toughened Glass 
Direct Materials Cost 

Direct Wages 

Rs. 3,00,000 
Rs. 5,00,000 
600/4 of Sales 
20 workers @ Rs.150 per month 

Factory Overheads : 
Indirect Labour : 

Works Manager Rs. 500 per month 
Foreman Rs. 400 per month 
Stores and Spares 2.5% on Sales 
Depreciation on Machinery Rs. 12,600 
Light and Power Rs. 5,000 
Repairs & Maintenance Rs. 8,000 
Other Sundries IO% on direct wages 

Administration, Selling and Distribution Expenses Rs. 14,400 per year. 

Solution: 

Sales (as per Sales Budget) : 

Master Budget 
Period .... ... 

Toughened glass ..... units@ Rs .... 
Bent toughened glass ... .. units Rs ...... 

(-) Cost of Production (as per cost of production budget) : 

Direct Materials 

Direct wages (20 x 150 x 12) 

Prime Cost 

'{ 

4,80,000 

36,000 

5,16,000 

'{ 

3,00,000 

5,00,000 

8,00,000 



Factory Overheads: ~ 

Variable: 

l 20,000 
Stores and Spares (2-% on sales) 

2 

Light and Power 5,000 

Repairs & Maintenance 8,000 + 33,000 

Fixed: 

Works Manager's Salary 6,000 

Foreman's Salary 4,800 

Depreciation 12,600 

Sundries (10% on direct wages) 3,600 +27,000 

(-) Works Cost 5,76,000 

Gross Profit 2,24,000 

(-) Administration, Selling and 14,000 

Distribution Overheads 

Net Profit 2,10,000 

('llif.l~H ~ (Flexible Budget) 

Illustration 6: f.rJ;;f Wfcfi c{!f 2019 c{!f 't ~ ~ cfifraA 't ~ ~ ekilf-t1c1 f
~181@150% 

(Capacity Worked 50%) 

~~(Fixed Cost) : 
~ (Salaries) 

~ cf G{ (Rent & Rates) 

lHt (Depreciation) 

qfh-4<i-,,ftei ~ (Variable Costs) : 

~ (Materials) 

l3l"i:r (Labour) 
~~(Other Expenses) 

~ -t tm'l'.Ff m ~ "1H ~ ~: 

Proposed sales at various levels of working are : 

~ (Capacity) ftmfr (Sales) 
~ 

60% 1,00,000 

80% 1,40,000 

90% 1,60,000 

100% 1,90,000 

f 
8,000 

6,000 

7,000 

21,000 

t 
20,000 

25,000 
30,000 

75,000 
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~ ~ 60, 80, 90 i'I~ 100 ~ ~ ~ ~ "Q."qi ~ ~ ~ ~ ffi'q cfil 

~~I 
Solution : Flexible Budget 

(for the vear 2019) 

Operatin2 Capacitv 

Elements of Cost Present Bud eted 

50°/e 60% 80% 90% 100% 

(A) Variable Cost : t t t t ~ 

Materials 20,000 24,000 32,000 36,000 40,000 

Labour 25,000 30,000 40,000 45,000 50,000 

Other Expenses 30,000 36,000 48,000 54,000 60,000 

Total (A) 75,000 90,000 1,20,000 1,35,000 1,50,000 

(8) Fixed Cost: 

Salaries 8,000 8,000 8,000 8,000 8,000 

Rent & Rates 6,000 6,000 6,000 6,000 6,000 

Depreciation 7,000 7,000 7,000 7,000 7,000 

Total (8) 21,000 21,000 21,000 21,000 21,000 

Total Cost (A+ B) 96,000 1,11,000 1,41,000 1,56,000 1,71,000 

Profit(+) or Loss(-) -11,000 -1,000 +4,000 + 19,000 

Sales 1,00,000 1,40,000 1,60,000 1,90,000 

Notes to the Solutions : 

(I) Materials 

60% 
t20,000x 60 

50 

Capacity 
80% 

f20,000x80 

50 

90% 
f20,000x 90 

50 

100% 
t 20,000 x 100 

50 

=f24,000 =t32,000 =B6,000 =f40,000 
(2) Labour t25,000x 60 t25,000x 80 f25,000x 90 f25,000x 100 

50 50 .50 50 

.. no, ooo = f 40, ooo = f 45, ooo = t so,ooo 
(3) Other Exps. f 30,000 x 60 t 30,000 x 80 f 30,000 x 90 f 30,000 x I 00 

50 50 50 50 

= B6,000 = f 48,000 = f54,000 = f 60,000 

Illustration 7 : H'-1fc:.-tfoid ~ ~ ~ ~ ~ ~ 60%, 70% ~ l 00% 
?,il<J~ ~ -q"{ ffi'q 31¥:fqJ m cfiT 1qf:1'i11 m1 

(l) ~~(Fixed Expenses) at 50% capacity:~ (salaries) t 50,000; ~ ~ 
cf){ (Rent and Taxes) t 40,000; lffi (Depreciation) t 60,000; Sl/?IF8f1cfi ~ (Administrative 
Expenses) f?0,000. 

(2) -qftqcj'f ~ (Variable Expenses) : mtfm (Material) t 2,00,000; ~ (Labour) 
t 2,50,000; 3R' (other) f 40,000. 

(3) 3l44R.c:lffi &l<i (Semi-Variable Expenses):~ (Repair) f 1,00,000; ~ ~ 
(Indirect Labour) t l ,50,000; 3R (Other) f 90,000. 
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~ ~ WlTlTT Tfll'T ~ fif> ~-qt 8:ll@T3TI 1R WR ol:l<1 <i~ Wltl 3Wf-qRqJ11iilcl ~ 
45% ~ 60% 8:ll@T t-~ ~ ~ mrt, 60% ~ 75% 8:ll@T t-~ ~ 20% q,1 ~ 
M, ~ ~ 5% q,1 ~ M ~ ~ 75% ~ 1ffi ~I 

~ t- W'!Fi m 1R ~ ~ ~ ~ ~-
IIJmrl (Capacity) 60% 70% 100% 

~ (Sales) , ~ 11,00,000 13,00,000 17,00,000 

Solution: Flexible Budget 

Operatini Capacity 

· Elements of Cost Present Bud2eted 

50% 60% 70% 100% 

(A) Variable Cost: ~ ~ ~ ~ 

Materials 2,00,000 2,40,000 2,80,000 4,00,000 

Labour 2,50,000 3,00,000 3,50,000 5,00,000 

Other 40,000 48,000 56,000 80,000 

. Total (A) 4,90,000 5,88,000 6,86,000 9,80,000 

(B) Semi-Variable : 

Repair 1,00,000 1,00,000 1,20,000 1,25,000 

indirect Labour 1,50,000 1,50,000 1,80,000 1,87,500 

Other 90,000 90,000 1,08,000 1,12,500 

Total (8) 3,40,000 3,40,000 4,08,000 4,25,000 

(C) Fixed expenses : 

Salaries 50,000 50,000 50,000 50,000 

Rent & Taxes 40,000 40,000 40,000 40,000 

Depreciation 60,000 60,000 60,000 60,000 

Administration Exp. 70,000 70,000 70,000 70,000 

Total (C) 2,20,000 2,20,000 2,20,000 2,20,000 

Total of A+ B + C 10,50,000 11,48,000 13,14,000 16,25,000 

Profit(+) Loss(-) -48,000 -14,000 + 75,000 

Sales 11,00,000 13,00,000 17,00,000 

Notes to the solution : 
1. Semi-Variable Expenses at 60% will remain constant. 

2. Semi-Variable Expenses at 70% level: 

Repair=~ 1,00,000 + 20,000 (20% of~ 1,00,000) = ~ 1,20,000 

Indirect Labour-=~ 1,50,000 + 30,000 (20% of? 1,50,000) =? 1,80,000 

Other=~ 90,000 + 18,000 (20% of~ 90,000) =? 1,08,000 

3. Semi-Variable Expenses at 100% level : 

Repair=? 1,00,000 + 25,000 (25% of? 1,00,000) = ~ 1,25,000 

Indirect labour= t 1,50,000 + 37,500 (25% off 1,50,000) = t 1,87,500 

Other=? 90,000 + 22,500 (25% off 90,000) =? 1,12,500 



4. Variable Expenses: 

Capacity 

60% 70% 100% 

Material n,00,()()0 X 60 f 2,00,000 X 70 n,oo,ooox 100 

50 50 _ 50 

=n,40,000 =fl,80,000 =f4,00,000 

Labour f 2,50,000 X 60 ?2,50,000x 70 f 2,50,000 x l 00 

50 50 50 

=f3,00,000 =?3,50,000 =fS,00,000 

Other f40,000x 60 ?40,000x 70 ? 40,000 X l 00 

50 50 50 

=H8,000 =B6,000 =?80,000 

Illustration 8 : ~ cfillRt ~ lW!cfi ~ ~ cfi«ft i1 JI@ ~ 3!j'IIH<l ffiT@ 
f1i:.if~f&<1 >icfiR t-
~ mtrm 5 ffl; ~ iw:I' 3 ffl; qflqcf.flq ol.fq 2 ffll 
3lt-4Flc:!ct1¥ncl H' ~-~ ~ 525 m; ~ i,i-q 340 m; 3l:l{S:fO'T q- _ 

'tJ'{tlffl 2 80 ffl I 
3lt-4Rc:lct1¥ncl ~ ~ ef'-'!f(-la qflqtf1¥ncl H' Jlfu ~ f.li:.if(-lf&a ~-
~ minn o.o5 m; ~ i,i-q 0.08 m 3lj{S:fO'T oi:ll 'tj"{tlffl 0.16 m 
~ 'cll'@' t'-r.fiH&HI 1,800 ffl; ~ 3,200 ffl; ~ q fc@"{(ll 3,000 ffll 
~ H' 500 ~~ cfi«ft ~. ~ ~ cf,150% ~~ t, ~ ~ 32 

m Jlfu ~ t, ~ q,l ~ q,l ~ ~ 60%, 80% q 100% ~ ~3'.n' ~ ~ 
~~~I 

Solution: Flexible Budget 

Details Capacity Level 

50% 60% 80% 100% 
(500 Units) (600 Units) (800 Units) (l,0OOUnits) 

(A) Fixed Cost : f < ? {' 

Factory Overheads 1,800 1,800 1,800 1,800 

Admn. Overheads 3,200 3,200 3,200 3,200 

Selling & Distribution 3,000 3,000 3,000 3,000 
Overheads 

Total 8,000 8,000 8,000 8,000 

(B) Variable Expenses: 
Direct Materials @ f 5 per 2,500 3,000 4,000 5,000 
Unit 
Direct Labour @ ? 3 per Unit 1,500 1,800 2,400 3,000 

Variable Overheads@ f 2 1,000 1,200 1,600 2,000 
per Unit 

Total 5,000 6,000 8,000 10,000 
~ 

http:31j'lIf.Hl


(C) Semi-variable Costs : 

Indirect Materials 525 530 540 550 

Indirect Labour 340 348 364 380 

Repair & Maintenance 280 296 328 360 

Total 1,145 1 174 1,232 1,290 

Total Cost (A)+ (B) + (C) 14,145 15,174 17,232 19,290 

Sales @ f 32 per Unit 16,000 19,200 25,600 32,000 

Profit 1,855 4,026 8,368 12,710 

-m--3"f.li-qflejtf1:tih:1 ~ cf>1 lf011T f.:ti.=iR-tfuil'I ~ cf,1 ~ t-
a:r,i;-qf{i:jtf1:tTicl cilflfi qil "¥§ 'lT11 ~ t ~ "¥J qftd1:tftcl1 qflqtf1:tftcl 'lT11 cfft ~ 
~ c:t ~ ti 3lo: ~ a:r,i;-qflqtf1:tTicl ~ ii' (-lf.:lifcltt ~ 'lT11 cf>1 TJ1l'RT cf>1 ~-
~ '(-lllOO i!' ~ "IT'Tcf>1~ =525-(0.05x500)=t500 

~ w:r ii'~ 'lT11 cfft ~= 340-(0.08x500)= t 300 

~~ ~ ~ ii'~ 'lT11 cfft ~ = 280-(0. l 6x 500) = t 200 

~ ~ ~ ~-~ ~ ~ 3"f.li-qflqtf1:tTicl ~ cf,1 ~ ~ f.lctfclR9tt ~ 
~cfft~t-

Fixed + Variable 

Indirect Materials = f 500 + Re. 0.05 per unit 

Indirect Labour = t 300 + Re. 0.08 per unit 

Maintenance & Repair = f 200 + Re. 0.16 per unit 

Illustration 9: 60% ~ ~ ~ f.li.=iR-tf&tt ~ cfft ~ ~ 80% o'fl 100% 8Jtfffi 

'G"{~~~~~~ 
Production at 60% activity 
Materials 
Labour 
Expenses . 
Factory Expenses 
Administrative Expenses 

Solution: 

Particulars 

Variable Expenses: 

Materials (f 100 p.u.) 

Labour (f 40 p.u.) 

Expenses (f IO p.u.) 

Factory expenses (f 40 p.u.) 

Administrative Exp. (f 20 p.u) 

Flexible Budget 
(for the vear endinv ...... ) 

600 units 
f 100 p.u. 
f 40 p.u. 
f IO p.u. 

f 40,000 (40% Fixed) 
f 30,000 (60% Fixed) 

I Capacity (Units) 

60% 80o/. 100% 
(600) (800) (1,000) 

60,000 80,000 1,00,000 

24,000 32,000 40,000 

6,000 8,000 10,000 
24,000 32,000 40,000 

12,000 16,000 20,000 

Total (A) 1,26,000 1,68,000 2,10,000 



Fixed Expenses: 

( 40,000 X 40) 16,000 16,000 16,000 
Factory Expenses 

100 

Ad . . . E (30,000 x 60) 18,000 18,000 18,000 
mm1strat:tve xpenses 

JOO 
Total (8) 34,000 34,000 34,000 

Total Cost (A + B) l,60,000 2,02,000 2,44,000 

Working Notes: 

• Calculation of Factory Exp. (Variable) p.u. 

(
40000x40) . 40,000- ' Fixed= 40,000- 16,000 = 24,000+600= 40p.u. 
. 100 

•• Calculation of Administrative E'_{P· (Variable) per unit 

( 
30 OOOx 60) . 30,000- ' Fixed= 30,000 - 18,000 = 12,000+ 600 =, 20 p.u. 

100 

Illustration 10: ~ ~ -q' 10,000 ~ ~ ~ ~ ~ o!l<l' ~ JlqiT{ ~ 
~t, 

Materials 

Labour 

Variable Overheads 

Fixed Overheads (f l,00,000) 

Variable Expenses (Direct) 

Selling Expenses (10% Fixed) 

Distribution Expenses (20% Fixed) 

Administrative Expenses(' 50,000) 
Total Cost (p.u.) 

Per Unit 

f 
70 

25 

20 

IO 
5 

13 
7 

5 

t 155 ----
(i) 8,000 ~. v;ci (ii)6,000 ~ ~ ~ ~ ~ ~ m ~I 

.:r6" ~ ~ fcf;' Sl~ll~H<b o!l<l' ri (-ij~· ~ ~ ~I 

Solution: Flexible Budget 
(for the period ........... ) 

Particulars Levels of Operation 

8,000 6,000 
Units Units 

' t 
Variable Expenses: 

Materials (f 70 p.u.) 5,60,000 4,20,000 

Labour (f 25 p. u.) 2,00,000 1,50,000 

Direct expenses(~ 5 p.u.) · 40,000 3Q,OOO 



Variable Overhead (t 20 p.u.) 1,60,000 

Total (A) 9,60,000 

Fixed Overheads 1,00,000 

Administrative Expenses 50,000 

Total (B) 1,50,000 

Semi-variabie Expenses : 
Selling Expenses: Fixed 10% of 1,30,000 13,000 

Variable• (t 11.7 p.u.) 93,600 

Distribution Exp. : Fixed 20% of 70,000 14,000 

Variable .. (t 5.6 p.u.) 44,800 
Total (C) 1,65,400 

Total Cost (A + B + C) 12,75,400 

Working Notes: 
(i) Calculation of Variable Selling Expenses p.u. : 

10,000x 13 = 1,30,000-10% Fixed Expenses= t 1,17,000 

p.u. = 1,17,000 + 10,000 = t 11.7 

(ii)Calculation of Variable Distribution Expenses: 

I 0,OOOx 7 = 70,000- 20% Fixed Expenses 

= 70,000- 14,000= ~ 56,000 

p.u. = 56,000 + 10,000 = ~ 5.6 · 

1,20,000 
7,20,000 

1,00,000 

50,000 

1,50,000 

13,000 

70,200 
14,000 

33,600 
1,30,800 

10,00,800 

Illustration 11: -4mf uf~ ~ <fio cf>12018-2019 qq ~ ~ 50% ~ ~ ~ 
~ am 'ffi'l@) i ll_qf:1'111 ~ f.lyf~forn atcn ~ i', f.f'-1 ~ m ~ ~ ~ ~ 
~ ~ ~ ~ '{qf:!,'111 ~ ~ ~-

Capacity level 

60% 

Units 

6,000 

Selling Price (~ 

25 

75% 7,500 25 

90% 9,000 

100% 10,000 

~'Jl'R~%M{~~am~~rim~~ffit 
ar.lf qf<qJ1ffl<.1 ~ 50% ~ 65% ~ ~ ~ 31qf<qJ.fl4 wr ~ 65% am so% ~ ~ 
~ I 0% ~ a'll 80% am I 000/o ~ ~ ~ 30% ~I 90% «R ~ -mi:rm 'ffil@' 5% ~ ~ 
t~~~ 5%~~t, 100%-«R~~am JJl'lf~~ 10%~~tam 

~~8%~~t, 

Variable Expenses : 

Material 

Labour 

Direct Expenses 

Semi-variable Expenses 

Fixed Expenses 

@ ~ 5 per unit 

@ ~ 2 per unit 

@~I per unit 

t 50,000 

~ 50,000 
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Solution: 
Profit Forecast Statement 

Items Levels of Activity 

50% 60% 75% 90% 100°/o 

(5,000 Units) (6,000 Units) (7,500 Units) (9,000 Units) (10,000 Units) 

Per Total Per Total Per Total Per Total Per Total 
Unit Amount Unit, Amount Unit Amount Unit Amount Unit Amount 

<') (in lacs (in lacs (') (in lacs (') (in lacs (') (in lacs 

') ,) ,) ') ') 

Variable Expenses: 

Direct Material 5 0.25 5.00 0.30 5.00 0.38 5.25 0.47 5.50 0.55 

Direct Labour 2 0.10 2.00 0.12 2.00 0.15 2.00 0.18 2.20 0.22 

Direct Expenses I 0.05 1.00 0.06 1.00 0.07 1.00 0.09 1.00 0.10 

Semi-variable Exps. 10 0 .50 8.33 0.50 7.33 0.55 7.22 0.65 6.50 0.65 

Fixed Expenses 10 0.50 8.33 0.50 6.67 0.50 5.56 0.50 5.00 0.50 

Total Cost 28 1.4c' 24.66 1.48 22.00 1.65 21.03 . 1.89 20.20 2.02 

Sales 25 1.25 25.0C 1.50 25.00 1.88 23.75 2.14 23.00 2.30 

Profit or Loss -3 --0.15 0.34 0.02 3.00 0.23 2.72 0.25, 2.80 0.28 

11lustration 12 : f.r'i:l' ~ ~ ~ 'tR aqfloqq ~ m ~ ~ ~ ~ ~ 
70%, 80% am 90% ffl liji:@l -en: aqfloqq G{ ~ ~-

Variable Overheads : 

Indirect Labour 

Stores 

Semi-variable Overheads : 

Power (30% fixed, 70% v~able) 

Repairs and Maintenance 

(60% fixed, 40% variable) 

Fixed Overheads : 

Depreciation 

Insurance 

Salaries 

Estimated direct labour hours 

At70% 

Capacity 

t 

At80% 

Capacity 

t 

12,000 

4,000 

20,000 

2,000 

11,000 

3,000 

10,000 

62,000 

At 90% 

Capacity 

f 

1,24,000 hrs. 



Solution : Flexible Budget for Overhead Expenses 

Levels of Activitv 

70% 80% 90% 
~ 

f f f 

Variable Overheads: 
Indirect Labour 10,500 12,000 13,500 

Stores 3,500 4,000 4,500 

Semi-variable Overheads : 
Power : Fixed 6,000 6,000 6,000 

Variable 12,250 14,000 15,750 

Maintenance : Fixed 1,200 1,200 1,200 
Variable 700 800 900 

Fixed Overheads: 
Depreciation 11,000 11,000 11,000 

Insurance 3,000 3,000 3,000 

Salaries 10,000 10000 10.000 

Total Overhead Expenses (a) 58,150 62000 65.850 
Direct Labour Hours (b) I 08 500 1,24 000 I 39 500 
Overhead Rate (a -;- b) 0.5359 0.50 0.4720 

Illustration 13 : 5,000 ~ "'1 ~ ~ ~ ~ "'1 'ffiTRI' ~'A'~ 3Rflfu ~ ~ 
i11~~ ~~ ~~ 25% ~~~~ oqfchi•ld ~~WfiR~f, ~~ 'B' 
~ 3Rflfu ~ ~ t-

f 

Material Cost (m-iuft ffl1To) 40,000 (100% Varying) 

Labour Cost ( ~ ffl1To) 24,000 (100% Varying) 

Power(~) 2,000 (80% Varying) 

Repairs and Maintenance (~ -q:ci ~) 3,200 (75% Varying) 

Stores(~) 1,600 (l00% Varying) 

Inspection l FfmlJ1JI) 800 (20% Verying) 

Depreciation (lm) 16,000 (100% Fixed) 

Administrative Expenses (sr:t1mf1c:fi ~) 8,000 (25% Varying) 

Selling Expenses (~ ~) 4,800 (50% Varying) 

1,00,400 

Cost per unit ("Slfu ~ ffl1To) f 20.08 

4,ooo ~ am 6,000 Tcfi,$q'f. ~ m ~ "'1 ~ 'ffiT@ ~ ~, 

Solution: Flexible Budget 

Particulars Production Levels I Units) 

5,000 4,000 6,000 

Variable Expenses : t I t t 
Material 40,000 32,000 48,000 

' 



Labour 24,000 19,200 28,800 
Stores 1,600 1,280 1,920 

Total (A) 65 600 52 480 78,720 
Semi-variable Expenses : 
Power: Variable 80% 1,600 1,280 1,920 

Fixed 20% 400 400 400 
Repairs & Mainteflance : Variable 75% 2,400 1,920 2,880 

Fixed 25% 800 800 800 
Inspection : Variable 20% 160 128 192 

Fixed 80% 640 640 640 
Administrative Expenses : Variable 25% 2,000 1,600 2,400 

Fixed 75% 6,000 6,000 6,000 
Selling Expenses : Variable 50% 2,400 1,920 2,880 

Fixed SO¾ 2400 2400 2,400 
Total (B) 18,800 17,088 20.512 

Fixed Expenses : 
Depreciation 16,000 16.000 16 000 

Total (C) 16 000 16.000 16000 

Total Cost (A + B + C) 1,00 400 85 568 1.15 232 
Cost ner unit 20.08 21.392 19.205 

( ~~(Cash Budget) 

Illustration 14. ~ fcm@~ ~ 3N-fi ~ cfiT 25% ~ 'cf;'«fT "t 311'{ ffl 30 

~ cf>1 ~ "CR 6'ffi 'cf;'«fT ti ~ cf>1 ~ ffl ~ ~ cnRUT ~ ll 6tm: ~ cfiT 

~ 1 % ~ ;JtUT ~ ~ ll 'JflU \illffl i1 ~ ~ ~ 3fj"fq t fcti :flll-ll..lldlll ~ ~ cfiT 

60% ~ ~ ffl ~ il. 25% ~ ffl ~ il 311'{ 14% ~ ffl ~ il • i@T ti 
mm cfR 1fTITT cf>1 famft ~ WtiR ffl t-,;r,:rcro 2019 * so:ooo ~. ~ 1,00,000 

~am~ 1,40,000 m1 ffl cfR "1-!Tft' cf>1 ~ ~ WtiR -3lj•UHd t-• 1,50,000 

ffl, ~ 1,10,000 m 311'{ ~ 1,00,000 ~ol 

~ ~ q,l ~ m ~~ •· ~ 311'{ "ff 2019 ~ ~ *~ ~~ 
cf>1 ~ ~ ~ ~, ~ ~ ~ M, ~~-;ft@~~~ cf>1 >ilRil t ~ 
4iR-11ffiti ~ 311'{ "{om 'Si1JT ~ ~. 

Solution: 

Cash Sales 

Statement of Expected Cash Receipts 
For the period three months ending : June 2019 

Details Months 
April I Mav 

t II t 
37,500 27,500 

Cash Collection from debtors : 
January 8,400 -
February 18,750 10,500 

March 63,000 26,250 

June 
t 
25,000 

-
-

14,700 



April - 67,500 28,125 

May - - 49,500 

Total Cash Receiots I 27.650 1,31,750 1,17,325 

If credit policy is enforced strictly, cash receipts will be as follows : 

S fE dC tatement o xoecte ash Receints 

Details I Months 

April Mav June 
f f f 

Cash Sales 37,500 27,500 25,000 

Cash realized from debtors 
(75% of previous month's sales) 1,05,000 1,12 500 82,500 

_Total Cash Receiots 1,42,500 1,40,000, 1,07,500 

Illustration 15 : fct;m fcriN cftf if • ~ ~ cfil -wef''f.J if ABC~ 311:A ~ ~ 
~~cfil~cfil~~~t. ~~~~~~~~f.ftrtut~, ~ 
~ ~ 3Rr if ~ ~ ~ 3Ml?<lcfi ~~ cfil ffl CfiT ~ ~ "3"C@ arcn''f.J ~ ~ 
Ai.:i~f©d ~ ~ ~ ~ ~ q;t·_ 

(a) Month Sales 

? 

February 1,80,000 

March 1,92,000 

April 1,08,000 

Purchases 

f 
1,24,800 

1,44,000 

2,43,000 

Wages 

f 
12,000 

14,000 

11,000 

May 1,74,000 2,46,000 10,000 

June 1,26,000 2,68,000 15,000 

(b) ~ ~ cfil 50% ~ ~ 3¥TR ~ "tf ~ ffl 50% ~ ~ 3¥lR ~~if~ 
~i,~Rillcfil~~~~mt, 

(c) l ~ CfiT ~if~ UM 25,000 ffl ~I 

Solution: Working Note 

Calculation of cash collection from Debtors has been made as under : 

50% of credit sate made one month ago 

50% of credit sale made two months ago 
Total Cash Collection f 

April 
f . 

96,000 

90,000 

1,86,000 

Cash Budget 

(Three months ending 30 June) 

Particulan April 

Receipts: f 
Opening Balance of Cash 25,000 

Cash collected from Debtors 1,86,000 

- Total (A) 2,11 000 
-

May 
f 

54,000 

96,000 

1,50,000 

May 

f 
56,000 

1,50 000 

2,06,000 

June 
f 

87,000 

54,000 

1,41,000 

June 
f 

-47,000 

l 41.000 

94,000 



Payments: 
Creditors 1,44,000 2,43,000 2,46,000 

Wal!:es 11,000 10,000 15,000 
Total (8) 1,55,000 253,000 2,61 000 

Cash at Bank or Overdraft (A-B) (+ or-) 56,000 --41,000 -1,67,000 

Illustration 16: f.ti.:iifefia ~ ~ 3Titm: ~ itto ¥ cf;o fuo qft ~ 2019 ~ ft;r-q 
~ ~l•H4cfi\'11 cfiT ~ ffl-

( ~) fcrsf;:q- m 
~ 2019 25,000 

1'ffl 2019 20,000 

~ ~ ~ 2019 30,000 >lfu ~ 
wrqrranm~~mmt,~f.rstlcfil9o"SITTmo~~~~m~~3RT 

m \Jf@fi * ~~~~ "tf"51Ttijm\Jf@f t, · 
(-af) 5% cfiT ~ 3ftrm (Cash Discount) "5ITtij cfiB ~ m ~ ~ ~ ~ fcf,q ~ 

l1fcrsf;:q-~ (~-~) cfil~~ 15,000 ~>lfu~ l m>lfu~qft~~ ~I 

<~) ~ ~ ~ m ~ 1."{ct ~ ~ m 5,ooo m >lfu ~ ~ ~ ~ ~ 
Ml'FTT~I 

<~) ~ ~ m f.lmuft 1."{ct 3Ft c;:qm' cfiT q11Ff f.ti.:i,1~1< m-
~ ~ 4,500ffl 

~ 1,500 m 
fcrsf;:q-~ 3,ooo m 
si/l1H-1q,1:q ~ 2,000 m <~ ~ am ~ it) 

Solution: Cash Budget 
Period three months ending: June 2019 

Details Months 
-

April Mav June 
f f f 

Receipts: 
Balance bid - 2,500 9,250 

Cash Sales (½ of sales) 15,000 15,000 15,000 

Cash collected from debtors 10,250 14,500 I 15,000 

Total 25 250 32 000 39,250 

Payments: 
Cash Purchases (less cash discount) 14,250 14,250 14,250 

Wages and Salaries 5,000 5,000 5,000 

Cash Expenses 1,500 1,500 1,500 

Selling Expenses i 1,000 1,000 1,000 

Administrative Expenses l 000 1,000 -

Total 22 750 22 750 21.750 

Balance c/d 2,500 I 9,250 17,500 

Answer: Cash Requirements forJune 2019: f 21,750. 
Note : (I) As the opening balance of cash in the month of April is not given in the 

question, so it has been assumed as nil. 



(2) Collections from debtors are calculated thus : 
Feb. March April May June 
( ( ( ( f 

Credit sales (½ of sales) 
Collections from debtors : 

12,500 I 0,000 15,000 15,000 15,000 

90% of previous month's credit sales 9,000 13,500 13,500 

10% of credit sales of two month's back 1,250 1,000 1,500 
Total 10,250 14,500 15,000 

Illustration 17: f.ii:.if~f&a ~~ ~-~ 2019 qftfcri:l"rmt"m~~ 
~ ~1 ~ ~ t-~~~-~am~ fcrntlf ~ qft am~ 1% ~ ~, 

(a) ~ (Sales) : (() 

.wmr (August) 20,000 

~ (September) 25,000 

~ (October) 30,000 

~ (November) 30,000 

~ (December) 32,000 

~~~mfflil~~(Dues)<fil31ltll~t"~-q>IJC<l'm,if@li~-q"{ 
20% ~ ~ cft ~ i am ffi 3TitlT m ~ -q ~ M ,jf@f i1 

(b) ~ ~ ~ qft ~ i ~ -q"{ &ilt@q,'clf &TU 5% qft ~ WI qft ~ i, ~ 
~ ~ ~ tfi«ft i m ~ <fiT ~m '!f@A -q,) 1% ~ t-m ~M ~ "Wfi<fli1 
~ fcri:l"rm t-m ~ ~ ~ w.m: ~-~ t 12,soo. ~. t 1s.ooo am~ t 
18,000 I 

(c) ~ ljfq~ ~w.m: ~-
~'WT A fq,wJB 

~ 

( 

3,000 

~ 3,000 

~...-.n=.~ 3,200 
(d) f.ri::nuft aqf<c5q4 ~ ~ w.m: ~-

~ (October) 

fcfqyty A 
( 

2,400 

fcfiwT B 
( 

1,550 

f 

4,000 

4,000 

3,800 

~ 
( 

800 

~ (November) 2,400 1,550 800 

~ (December) 2,500 1,650 900 

~ ~-q fcf1'TTT 3f t- m 900 ~ am fcf1:lrrJ a{ t- m 1so m fcri:l"rm <fiT ~ 
t- m 3WITTR ~rUir~a t, 

(e) fcri:l"rmt"mmil'Rf 3qf{c5q4 ~ 3,500 m ~ (~~ 200 m ~~ am 
300 m ~ ~ ~ t- m ~, 

(f) ~ t" ~ -q 7,000 'M t" ~ ~ "c5q"q ~ '{% ~ ~ cfil Sl@(-l!M1 
~~, 

(g) 1.10.2019 -q,) ~ ffl 1s,ooo m ~ ~ "Wfi(fl i1 



Solution: Cash Budget 

Period three months ending Dec. 31, 2019 

Details Months 

October November December 
t t t 

Cash Receipts : 

Balance bid 15,000 15,425 15,975 

Collection from customers 24,500 27,000 27,800 

Total Cash Available 39,500 42,425 43,775 

Cash Disbursements : 

Accounts Payable-Purchase of 11,875 14,250 17,100 
materials 

' Payrolls (wages) 7,000 1,ogo 7,000 

Manuf~cturing Overheads 4,200 4,200 4,500 

General Overheads 1,0001, 1,000 1,000 

Machine Purchased - 7,000 

Total Disbursements 24,075 26,450 36,600 

Budgeted Cash Balance c/fd 15,4251 15,975 7,175 

Collection from Debtors ~e calculated thus : 
Oct. Nov. Dec. 

t t t 
½ of current month's sale 15,000 15,000 16,000 

Less Cash Discount (20%) 3!000 3,000 3!200 

12,000 12,000 12,800 

Add½ of previous month's sale 12,500 151000 15,000 

24,500 27,000 27,800 

Illustration 18: wqf cfi1lf'ft @o ~ R'-1f<1f&d ~~~fl ~ 31 ~. 
2019 q;) ~ ~ ~ m;y lIT{ ~ ~ ~ ~ ~ ~ t-

(a) 

ll"Tf ~ mlf!ft ~ ~ 
Months Sales Materials Wages Overheads 

t t t t 

3Prnf (August) 20,000 10,200 3,800 1,900 

~ (September) 2),000 10,000 3,800 2,100 

~ (October) 23,000 9,800 4,000 2,300 

~ (November) 25,000 10,000 4,200 2,400 

~ (December) 30,000 I 0,800 4,500 2,500 

(b) otrR "ffif f 
~~-10%~~fl~t:fR~cf;150%~~~ffi~~~ 

~moTt1 
~ -~(2lIT{) 
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-~(_!.~) 
5 

- 3qf<«M ( _!. ~) 
2 

(c) I ~. 2019 cf;)~ ffi 8,000 ffl ~ !t 
(d) 1,00,000 m cfi1 ffil@ °Q\ ~ ~ 2019 -q' ~ m, ~ ~ s,ooo m 

cfi1 ~ ~ ~ !1 
(e) 3,00,000 ffl cfi1 ~~ 3ffl~ °Q\ I~. 2019 cf;l 10% cfil~ ~ffi"fm<fil 

~fct;qJ~1 

(t) cfTA ~ fcrst,q ~ ~ -q' 20,000 ffl 3IDl'll -q' ~ ~I 

(g) ~ -q' s,ooo m ~ c amrq) !f1oR fct;qJ ,;n;rr ti 
Solution : Sharma Company Ltd. 

(Cash Budget for three Months October to December 2019) 

Particulars October November 

~ ~ 

Opening Balance (Bank Overdraft) 8,000 7,390 

Receipts: 

Cash sales 2,300 2,500 

Collection from Debtors 18,450 19,800 

Advance from Sale of Vehicle - -
Total Receipts (A) 28,750 29,690 

Payments: 

Materials (Creditors) 10,200 10,000 

Wages 3,960 4,160 

Overheads 2,200 2,350 

Machmery (monthly instalment) 5,000 5,000 

Dividend on Preference Shares - -
Income Tax - -

Totat Payment (B); 21,360 21,510 

Closing Balance (Bank Overdraft) (A) - (B) 7,390 8,180 

Working Notes: 

(I) Cash collected from debtors 

Au2ust Seotember October November 

~ ~ I ~ ~ 

Cash Sales 2,000 , 2,100 2,300 2,500 
Credit Sales 90% 18,0001 18,900 20 700 22,500 

Collections : 
1st month- 50%, 9,450 10,350 
2nd month - 50% I 9000 9.450 

Total I 18,450 19,800 
-

December 

~ 

8,180 

3,000 

21,600 

20,000 

52,780 

9,800 

4,440 

2,450 

5,000 

30,000 

5,000 

56,690 

-3,910 

December 

~ 

3,000 
27,000 

I 

11,250 
10,350 
21,600 
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.(2) Since the period of credit allowed by suppliers is two months, hence the payment 
for purchase in August will be made in October and so on. 

Illustration 19: f.tLif<"tf&a ~ ~ ~ 'tR ~ ~ cfiT ~ 2019 cfil ~ 'ITT 
~ ~ ~ cfiT ~~~~cf~~ 2019 ctl ~ 6llcf1'qcficfl cfiT ~ 
~-

~ 
-qrif 

·~~ 
,:)ifa~twt~-

Sales 
. ~ 

15,000 

12,000 

16,000 (p.m.) 

1. "51'J'q: anm (l/2) ~~~t, ~~ cfiT 80%~~~~ ~~*~ 
ffl~~~~it<llir 

2. so/o 1cfi'G ~ JTil<f cm~~ 'ti@$~~~ t, ~ ~ <• ~ 
~) cfiT~~ 8,000 m"SlRf~fr 

3. ~ ~ ~ cfiT ~ 3,ooo m "SJ@ ~ t, 
4. ~~~~'cf 3,-'q o!Jq 3Uf Wtm: t-
Manufacturing 

Depreciation 

~ 2,700 

~3,600 

~ 600 Written off Preliminary Expenses 

Administrative Expenses (April to June) 

Solution: 

~ l,OOOp.m. 

Working Notes : 1. Collection from Debtors 

Particulars I Feb. March April ,I 

f f f 

Total Sales 15,000 12,000 16,000 

Less: Cash Sale 50% 7,500 6,000 8,000 

Rest Credit Sales SO% 7,500 6,000 8,000 

2. Credit Sales 

Particulars . I April 
r -

f 

February f 7,500 (20°/c,) 1,500 

March f 6,000 (80%, 20%) 4,800 

Aprill f 8,000 (80%, 20%) -
May f 8,000 (80%) -

i June f 8,000 -
Total 6,300 

May June 
-

f ' I 

16,000 16,000 

8,000 8,000 

8,0001 8,000 

May I June 

f f 
- -

1,200 -
6,400 1,600 

- 6,400 

- -
7,600 8,000 



Cash Budget 

(for the quarter ending 30 June, 2019) 

Particulars 

Receipts: 
Opening Balance of Cash 

Cash Sales 50% off 16,000 

Collections from Debtors 
Total (A) 

Payments: 
Cash Payment for Purchase less 5% Discount 

Wages and Salaries 

Manufacturing Expenses (2,700 + 3) 

Administration Expenses 
Total (B) 

1 

i Closmg Balance of Cash (A - B) 

~cis;lf.:Ocfi ~ 
(Theoretlc·a1 Questions) 

cfhfatt.fta · ~ (Long Answer Type Question) 

April 1 

f 
-

8,000 

6,300 

14,300 

7,600 

3,000 

900 

1,000 
}2 500 I 

1,800 

May June 
f f 

1,800 4,900 

8,000 8,000 

7,600 8,000 
17,400 20900 

7,600 7,600 

3,000 3,000 

900 900 

1,000 1,000 

12,500 12,500 

4,900 8,400 

1. ~ ~ ~ •~• ~ cf>1 ciZITTs1lT ~I v;cti ~~ ~ 1f1IT@t * ~ m'cf 
3J ~ lj. 

2. ~• q ~• cfiT W'lffl'ffl ~I ~ aq<ilfiidl am ~3TI <fiT ffl ~I 

3. ~ ~ ~ ~ ~ ~ 't? A1f;iur * ~ fm'19 ~ cfiT ~I 

4. ~ -irrR{ ~ ~ ~ ~ t? ~ ~'WTI' ~~~it'{~ fctillT '1fTdl tam 
~*~~ ~f? ~ ~ffl~fcti ~f<.f;mv;cti ~'qfll~ 3RR1' 
~ ·~ ~ ~ cfiT t-« ~ ~ m? 

5. ~~ ~~ ~ f? ~~GR@~ >li:Ufqd m ~ 'd'f<ff <fil~~ 

3m "''~f.t"' ~ <fiT ffl ~ ~ v;cti ~~~I 
6. 6qlcH-llfq"' ~ ~ ~ "Q;ct ~ ~ <fiT ~ ~I ~ ~ ~ 1l<fiT'{ -r-lFlT 

;;ndlt? 

7. ~~*~cfil~l~~GR@~~'ffi'ql'cfiltll'R~TI9-fl~? 

8. "~ * ~ ~ cfiT ~ * ~ ~ ~3TI cf>1 ~ic!ll<l"'dl mffl t, ~ * ~ 
1{d"'l(1111'' ~ Cfi'R cf>l ~ ~ 'd'~ ~ fcti ~ ~ Gffl ~ ~ ~ ~ mffl 
t, 

9. -irrR{ ~ ~ f? ~ ~ * ~ ~ <fiT -tja)i:i ~~~I 

10. sq1c1~Ufq"' ~ ~ ~ ~ ~ f? v;cti 6qlc!~lf<l"' ~ IDU ~ ~ m cf>l 'SITTfi?fT 
<fiT ~ ~I 

11. v;cti ~ 1f1IT@t ~ ~ <fiT'{cf,' <fiT 3'~ ~I fcffl;-q ~ ~ ~ · ~ ~ cf>1 
~lc!ll<l"'dl c{ ffl'TI <fiT ~ ~I 
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12. ··~~~*~~~~~~*~~~~~ 
~ t,·· ~ cfier-T cf,1 ~ ~ s'l: ~ fcf; ~ ~ ~ Ti cf<'.fl ~ ~ 
~t? 

13. ~ GNl'G GAR qft fcfftJ <fiT qVR ~I ~ ~ ~ ~ qft 1lfcf cfi{ffl t? 
14. ~T(3,-(f{~~-

(i) ~~ ~~~ 
(ii)~~~~C'IT1@"~ 
(iii)~~~ 

15. ~~~cflll~t?~~iATtll~t?~~~~~wm~t? 
16. ~~cflllt? ~~~~(ftflmqJ3ll'ct,1~~, 

11. ~ ~ m ~ ~ "ffil@) cfiT ~ ~ JlqiT{ ~ ~ t? 
18. ~ ~ cfllT ~ t? l:JJ ~ wm m ~ ~ t? ~ oljjq(!IR<fi ~ cfiT ~ 
~I 

19. ~ ~ ~ cf,1 ~ ~ cfiT cfil(i<JH<fi ~ cf,1 ~ ~ ~ ~, <fir-r-m 
fclftJ ~ ~ t? 

20. ~ ~ (ftfT ~~~Ti 3f-'ffi: ~ ~, 

21. ~ ~ * cfllT ~~ t? ~ ~ ~ (ftf1 ~ ~ ~ ~ ffl cfiT 
li~-q·~, . 

'twl"J 3tt-tlQ ~ (Short Answer Type Questions) 

1. ~ ~ cfllT t? 
2. ff'l< (ftfT ~ ~ ~ cfllT 3f-'ffi: i? 
3. qRqd➔:til~ (ftfT ~ ~ Ti 3f-'ffi: ~ ~I 

4. ~-qfh,a➔:tilct ~ cfiT ~' 
5. ~~~~~t? 

6. '!Plffi ~ ~ ~ cfllT t? 
7. ~ ~ ~ cf,1 li1f1<r ~ '!Plffl fcn't cfiT ~I 

8. ~ ~ -rj li1f1<r ~ '!Plffl cf,1 5-5 ~ cfiT ~ ~I 

9. ~~*~cflllt? 
10. ~ ~ f.ri:lfur cf,1 ~'llq!f-iid ~-ffi fcffe.l' cfiT qVR ~I 

c4ftlH tio ~ 
(Objective Type Questions) I 

(A) idl$~ fib Pfi.:t~fect ~ ~ f ~ 3RR'Q-
1. ~ ~ f.ri:lfur ~ ~ (ftfT ~ 'ffil@ * 3f-'ffi: <fiT ~ ~ t, ( ~) 
2. ~ ~ ~ ltffl f "11 ~ fs:ti<ll:til~dl m tg ~ ~ tr ( ~) 

3. ~ ~ fs:ti•Milcta, * M~ m ~ 6JqRqRfa ffiff t, < ~ > 
4. ~ o!W'Hllf<lcfi ~ * ~ ~ ~ ~ mffi t, ~ "'I@ cf,1 l!r1 ~ f? 

(~) 



5. ~~~~~~~~~mmt1 
6. ~~~~~~mm. ti 
7. ~ ~ ffiT@ Cf>1 qf<cjd1~1lt.1i:1I if;'~ "41: anmfur m"ffi ti 
8. ~~~~~~~3Fffltl 
9. ~~*~~~JRfmrM"'1fflt1 
10. ~~~,:ft o<lJcHlJfqcfi ~a-n' &RT~ ~ "'1"i:1T t1 
11. ~~m*in-~ll'GT°~~~,jf@Jt1 
12. ~~~~*~~~f.R$f;t1 
13. ~ ~ * qf<cCd=t!lilt.1 oqm" ~ ~ ~ -;;Jtffl t? 
14. ~~~Cf,l~~t1 
15. -ucq ~ * cCl~fclcfi ~ cren ~ ~ fflij M ~ ti 
16. 3TI'Wffl cren ~ ~ ll'GT° q;) ~ ~ * ~ -;;mrr ti 

(B) ftcffl' ~ 'aft 1lf<f <6lfslQ-
l. ~-inir~~q;fcr-:Jm, ·· .. ····· ·· ........ ~~mort? <~> 
2. ~;;;y~~fcfim,:ft«R~~~-t.111@)~~q;"{"fffi : ........... .. .... ~t1 

(~) 

3. m ~ qf<cCa1~nc:-1 1:'111@ ~ * ~ ~ ~ ........... .. ...... ~ ti ( ~) 
4. ~~~~~t .. ...... ........... ~~ffl~~I (~) 
5. ~~~ftqcfi~ ................... ~t1 (~) 
6. 1l'R~!IITIIA*~~~tmll'Rf~Cf>l~~'TJclR ................ ······*m1 

7. ~ ~ ffl * .............. ... ...... ll'GT° ~~~~ti 
8. ~~ .. ....... ............ ... ~3ltltl 
9. trcq ~ ~ ................. ....... cfi1@qi ~ ti 
10. ~~Cf,1~ ..... ................... ~~mmt1 
11 . -ucq ~ 3R-m~ f.rilfur~ ..... ................... mm t, 

(C)~~~-

1. ~ -inir ~ q;fcr-:J m. cm~ ~ ~ t-
<a > ~ (b) ~ (✓) 
(c)~ (d)~ 

(-qf) 

(-frt-~) 

(~~) 

2. ~-~ ~ ~ m,:r-rr * f1'-IR1f&i:1 q ~ ~ ijf'"'lfl?ti:1 ~ t
(a) qf<fftl@-n· ~ ~ ~ ~ m°1f ( ✓) 
(b)a:ircm:~i:im 

(c) 3lJcliR * "4ftctcR ~ ~ 'mi@-o!fcrffl 

( d) ~ ~ 3ffl'T-3ffl'T «TT: 

3. ~ ~ *-t.111@)~~ ~ t-
(a) ~ qtjf * (b)-aR cm*(✓) 
(c) ~cm* (d) ~ * ~ ~ ~ 



4. ft:iR ~ qfhnf➔l\'nc:1 ffi7@ * lf~ 3Rf f.ri=f * m * ~ lfITTq &m t-
ea)~~(✓) (b)~~ 
(c)f.ffift~ (d)~~ 

5. * 70% ~ (700 ~) 1R ~SJ m1cit ~ 235 t ~ ~ qfo1&1li'il<1 'qJTT 0.05 ~ 
>lfif ~ t. 100% ~ in: ~ mlf!ft m-
<a> ~ 250 ( ✓) (b)~ 310 
(c)~270 (d)~370 

6. f.11-1fl:'1f<!la -q ~ ffl-m -m--~ ~ q;y ~ t-
(a) ~ (✓) (b)~~mR 
( c) ~ ~ ( d ) ~ -q ~ ~ ~ 

7. ~~lf<R~t
(a) '{dq,l(,{J1 ~ 
(c)~ffl1t 

8. ~~m-~~~t-
<a> ~ (b)~ 
(c)>lfif ~ (d)~ri ( ✓) 

9. * %m ~ ~ 'lf1oR q,l ~ 118 ~ t m ~ ~ -* 'TJdR q,l um m
(a) M@ ~ ~ ~ cfil 1/8 n~.mt~'$~cfil 7/8 
(b) ~ ~ ~ ~ cJiT 7/8 +~mg-'$ ~ 'cf;T 1/8 ( ✓) 
(c) ~ ~ '$ ~ cfiT 1/8 + 3tfTTl'lft ~ * ~ 'cf;T 7/8 

(d)~~~~~ 
10. ~~fflq,l~t

(a)~ ~ 'TJdR ~ 
(c)Jlfi~~ 

(b) wll<nf-ild ffi\l--mA ~ ~ 
(d)~ri ( ✓) 

-

-Rhil I~ cfi ffi' 
(Numerical Quesdons) 

~ il';;re' (Sales Budget) 

1. ~ ~ '31' ~ '.if' G) ~ qiJ f.rqfur ~ t ~ ~ "tj,wn'-~ ~ zj'8:f11Y-~ 
~ ~ W f1 ~ ~ ~ wre ~ ~ ~ ~ ~ !'41-if1:'1f&d ~ ~ q,1 

llmf-
.mt <fff * ~ ~ ftuf.1 Rl-iifc:fid WJiR ~-

~ ~ 

'3l' 4,ooo G{ 9 m 
'.if' 3,ooo G{ 21 m 
~ cfff ~ ~ cll~fqq, ftuf.1 f.li-iifc:fid WJiR ~-

~ 
6,000 G{ 9 m 
5,ooo G{ 21 m 

~ ~ ~ 
'3l' 5,ooo G{ 9 m 1,000 G{ 9 m 
'3l' 2,000-G{ 21 m 4,ooo G{ 21 m 
~ fcl:qful ai:1l-!~11 ~ fcfflimail' ~ ~ ~ ~ ~ ~ m <fff ~ ~ 
~ * ~ f1Cifl:'1f&d ~ m ~ ~-
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~ ~ ~ ~ ~ "3i"CR ~ ~ ~ ~-

~ nn- ~ 
'31' + IO % + 5% 

'of' +20% + 10% 

~ ~ 31f~ cfi1 ~~~~mu ~ f.rstt ~ ~ f1'-lf1:"1f&a 
31@ftqijf.rstlcf;v!J~t-
~ ~(lcfill) ~(~) 
'31' 600 700 
'of' 400 500 
~~q;)~cmto:~cflf~~~~m~, 
Ans. Budgeted sales for the next year : A - 12,000 Units @ 9 = Rs. 1,08,000 
B-10,000 Units@ Rs. 21 = Rs. 2,10,000 

3Nld.¾ 'iwfG (Production Budget) 

2. ~ ~~ q;-rq;fi ~ 31lR w-f ~, 31, °' ~ li ';fiT ~ ~ ~ ffl 1'ft 
~ iRffi t, m ~ cfi1 f.rstt ~ sfilm sJ,200 ~, 12,soo ~ ~ 
88,400 ~ -@'1 ~ cfi@ * ~ ~ 3RI' "(R ~ (Inventory) 1'ft ~ 
311q:tciq;c114· f1'-111%a ~ ~ ~ ~ t-

~ (Inventory) ~ ~ 
31' cif 

~ 1 (~) 16,000 12,000 
~ 31 (~) 28,800 11,160 
q;-rq;ft * ~ ~ ~ m ~, 

Inventory Schedule Product 

lf 
20,000 
27,600 

A B C 
January l (Units) 16,000 12,000 20,000 
December 3l(Units) 28,800 11,160 27,600 
You are required to prepare the Production Budget for the company. 
Ans. Estimated Production : 96,000 Units; 71,960 Units and 96,000 Units. 

3. ~ q;-rq;ft ~ ~ '31' <f'fl 'of' ';fiT ~ ~ t, <flt 2019 * ~ 7 ~ ~ ~ ,iJR 
qJffl ~ cfi1 m§!n ';fiT ~ ~ ~ 1JtU t-
q;-rq;ft * ~ ~ ~ ~I 

Months: Jan. Feb. March April May June July 

Product A : 1,000 1,200 1,600 2,000 2,400 2,400 2,000 

Product 8: 2,800 2,800 2,400 2,000 1,600 1,600 1,800 

~ ~~ cfft ~ t ~ (i) fcfim iit ~ * 3RI' ~ ~ 1t@ ~ Wll; (ii) ~ ~ * 
3RI' ~f.ffefa ~';fif ~ ~ ~qft ferst\ ('J@~ ~) ';fiT 3TI~ W1TI 
~ qt{ * ~ ~ ~ <f'fl ~ ~ ~ ~ t-

Production in Units 

Per Unit Direct Material 

Product A 

22,000 

f 
12.50 

Product 8 

24,000 

f 
19.00 
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Per Unit Direct Labour 4.50 7.00 

Total Factory Overhead apportioned 66,000 96,000 

30 ~. 2019 cfiT ~ ~ ~ 6 llW<fil ~q~~ ~~<iir~~nm 
m°8:P<f ~ ('Jl1Tff ~ "ffi ~I 

Ans. Total Production-A: 11,100 Units, B: 12,700 Units 
Production Cost -A : Rs. 2,22,000 B : Rs. 3,81,000; Total Rs. 6,03,000 

4. ~ AlITTfT ~ ~ ~ cfil JI~~ "'qg;lffil -q- 1,08,000 ~. ~ "'qg;lffil -q" 
1,20,000 ~. ~ "'<1?l~ -q- 1,32,000 ~nm~ "'<1?l~ -q- 1,56,ooo ~ er 
ffl qq ~ ~ "'<1?l~ -q" 1,38,000 ~ ~ cf>1 ~ "if,'ITffi ti ~ qq ~ JI~ 

"'qg;~*~-q"~cf>l 18,000 ~~-q"i1 ~"'qg;~* aRJ-q"~ ffl 
~ "'qg;~ * ~ ~ * 116 * ~ ~ ~-q-m cf,1 ~ fflcft ti~ qq 
* ~ "'qg;~ -q" ~ ~ Rfi@ cf,1 ~ ~? 
Ans. I Qr- 1,10,000; II Qr. -1,22,000; III Qr. -1,36,000; IV Qr. -1,53,000 units. 

s. fual;);ft re-o ~*~GT~ ~¥R <iiI Rll'f1ll ~ m ti~~~.~~ 
i-~, ¾-fo'IT-q-tq~IDU~~~-;;{@itGTJ!cfiR<fil~ (A er B), ~ 
JlcfiR <iiI ¾-1 3m: ~ JlcfiR <iiI ¾-1 am ~ JlcfiR <iiI -q-i:q 3lRfl1 ~ -q- f.t'-'lf ('!f &i1 ~ ~ 
~-;;{@ t-
Model Cabinet 
Standard A @ Rs. 1,200 
Deluxe B @ Rs. 1,400 
l.10.2019 cfiT ~ -m ~ JlcfiR 'IT 
Finished sets: Standard 52, Deluxe 77. 

Fan 
@Rs. 500 

Pump 
@Rs. 300 

Sub-assemblies: Cabinet: A-25, B-38, Fans: 35, Pumps: 32. 
~ ~ <iiI ~ t ~ ~-~, 2019 cfiT firi:n'm * ~ ~ ~ JlcfiR 

m-
Standards : 250 and Deluxe : 650. 

31 ~. 2019 * ~ ~ cfil, f1'-1R1fooi -~ i
Finished Sets : 15 in each Model 
Sub-assemblies : Cabinet: 18 each model; Fans: 25; Pumps: 28. 
~q-cg_ ... ,-~ 2019 "'1 ft1-1;i) ~~~~~~~I 
Ans. Cabinet 

A · ·1 B Fan Pump 
Qty. to be Purchased 206 · 568 79 i 797 
Amount of Purchase~ 2,47,200 7,95,200 3,95,500 2,39,100 
Total Amount of Purchases~= 16,77,000 
Estimated Production= Standard: 213 coolers; Deluxe : 588 coolers. 

6. ~ ~~f.MR•I ~ ~ 2019 ~ JI~ "qf'q 1lW * ~ f1c.iif<fii1 ~ ~ "ffi ~ 
t-

January 

February 

Sales Budget (in Units) 

1,400 

1,400 
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March 1,200 

April 1,000 

M~ 800 

~ ~ ~ ~ t fcli-
( 31) Q ~ ~ * ~ -q ~ ~-r-iMr 11'@ ~ m, 
(6') ffl ~ cf>1 ~ f.mft * ~ tfi ~ f.efitc! ~ ~ ~ (~ 2018 

.. ) * ~ -q ~ m1Tll 
~ cf>1 Jlfu ~ * f.rqfuy lg 'A' 'ij'¥ff 'B' ~ ~ cf>1 mllm f.l¥itf~fuad 'W-1"13ll ~ 
~t-
Material 'A' 2 Units 

Material 'B' 3 Units 

ffl~*~lgclmJ<fmllm* l/S 'lflll*"iffiiR~~*3Rf'q'~~ 
ct;r ~~<Jivfft (~ 2018 •>• 
2019 cf>l JJ'Pi fil"qm tfi ~ ~itri:il JR~~ ~I 

Ans. 

Material to be 
purchased in Units 

Jan. 
A 

2,760 
B 

4,140 
A 

2,520 

Feb. 
B 

3,780 

Total Material Requirement for the first quarter of2019: 
Material A= 7,400 Units. 

Material B = 11,100 Units. 

March 
A 

2,120 

B 
3,180 

~ 'l!ci Pcid(DI 314RoQ£t, iralG (Selling and Distribution Overhead Budget) 

7. v;cli f<wJ ~ 3lq'ftJ tfi v;cli ~ ~ fimft-~ f-1¥ilf<i'tf<s1d ~-

~-~~ 
~~*~oq-q 
~~~~~ 
~qif"qJR~

~~~cfi'R"ffll 

~~~ 1% 

~ ~-~ ~ ~ ~ 5% 

3lf~ qif ~-~ ~ 7.!. % 
2 

ffl 
4,000 
3,000 

4,000 

12,000 

~ * H'-1ifcfid ~ m * ~ ~ aq(l~4 ~ ~ ~-
( a:r) 2,80,000 m cf>1 ~ ~ 3lf~an cf>1 ~ 30,000 m ~ t, 
(GI') 3,20,000 m cf>1 ~ ~ 3lf~ cfii ~ 35,ooo m ~ t, 
<~> 3,60,000 m Cfft ~ ~ 3lf-qcfi-al-3tl' Cfft ~ 35,ooo m ~ t, 
Ans. Total overheads-(a) Rs. 41,750; (b) Rs. 44.475; (c) Rs. 46,875; Travellers' 

Commission 1% is to be calculated on net sales i.e., (a) Rs. 2,50,000: (b) Rs. 2,85,000; 
(c) Rs. 3,25,000. 



vht1zs:1, ~ (Flexible Budget) 

8. 'q!f 2019 *~ ~~~ awt~~t
Expense.r 

Fixed Expenses : 
Management Salaries 
Rent and Taxes 
Depreciation of Plant 
Sundry Office Expenses 

Semi-variable Expenses : 
Plant Maintenance 
Indirect Labour 
Salesman's Salaries 
Sundry Expenses 

Variable Expenses : 
Materials 
Labour 
Sales Expenses 

~ ~ f.li:.iif<lia 1lqiR ~ t-
(i) ~ 'i5!fZi ~ ~ ri ~ "q'{ ~~ti 

Capacity worked at 50% 
~ ~ 

2, 10,00() 
1,40,000 
1,75,000 

2,22,500 

62,500 
2,47,500 
. 72,500 
65,000 

6,00,000 
6,40,000 

95,000 

7,47,500 

4,47,500 

13,35,000 
Total 25,30,000 

(ii) ~-qf<c:Rf1,ft('I Bl11a: 40% * 70% ~ i'fqi "q'ftqft@~ mm t, 70% * 85% @rclT 

"q'{ ~ 10% cf>1 ~ mm t (fffr ss% * 100% liji@J "q'{ m 15% cf>1 ~ mm t, 
(iii) qf<c1~1,ft(il ~ ~ ~ 8J'@T ~ ~ ~ 'tlftcra;f i@T i1 
(iv) 60%, 80% <fffT 100%@rcll3fi"q'{ f.mft ~~Rilm: 25,50,000 m, 35,00,000 

m (fffT 42,50,000 m ~ ~ ~ t, 
~ ~ ~ ~ "q'{ 60%, 80% <fffT 100% 8:f'@TaTI ~ ~ ~ ~ ~ 

~I 

Ans. Loss at 60%= ~ (-) 2,47,000; Profit at 80%= ~ 1,24,250 and at 100%capacity = 

~ (+) 3,17,875. 

9. 60,000 ~ ~ ~ m 1l'\ ~ -q;'lf <fiT ('fl'I'@ ~ f.m.'t <fiT ~ f.1-q wm -t-

Sales 1,50,000 
Raw Materials 66,000 
Labour 33,000 
Semi-Variable Overheads 30,000 
Fixed Overheads 11,000 
Profit 10,000 

3f.1!-qf<q<f1:tn<:1 ~-q ~ ('fl'I'@ 12,000 mt,* -q;-q 10,000 m ~ cilN ~ ~ 

«n:cnlfflW1l~"ffi l,10,000~~~«Rll'\~Jlra~fcrsf,q~~ 

f.1'mftf cfiTil ~? 
(Answer : Selling Price per unit ~ 2.25) 
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10. ~ ~ q;) fstilllllili.1dl ~ G1 m' ~ f.ri:lroft ~ ~ ~ ~ ~ m ~-
Capacity 
Budgeted Production (Units) 

Wages 
Consumable Stores 
Maintenance 
Power and Fuel 
Depreciation 
Insurance 

3TitJclilafi'IATt-
( 31) ffl-m ~ 'WR, qf<c1ci.:i!ln1.1 ~ "'14f<c1<f.:illilct t 
<"'> so%1!:l1«IT~~~~~.am 

60% 
600 
~ 

1,200 
900 

1,100 
1,600 
4,000 
I 000 
9 800 

100% 
1,000 

~ 

2,000 
1,500 
1,500 
2,000 
4,000 
I 000 

121000 

(~) 60%, 80% ~ 100% l!:l1«IT "tR JI@~ "¥f f.ri:ltoit ~~~I 
(Answer : (a) Depreciation and Insurance are fixed items, wages and conswnable 

stores variable and Power and Fuel and Depreciation semi-variable (b) Total Cost at 

80% Capacity tl0,900 (c) At 60% t 16.33, At 80% 13.625 and at 100% t 12) 

11. q'lf 2019 cf>1~~~~ 60% l!:l1«IT~olPfi~~~~~t
tin Lakhs 

Expenses Capacity Worked 60% 

Semi-Variable : 
Maintenance & Repairs 1.25 

Indirect Labour 5.00 

Sales Department Expenses 1.50 

Sundry Overheads 1.25 9.00 

Variable Expenses: 
Materials 12.00 

Labour 13.00 

Othe1 Expenus 2.00 7.7.00 

Fixed Expenses : 
Wages & Salaries 4.20 

Rent] Rates & Taxes 2.80 

Depreciation 3.50 

Sundry Overheads 4.50 15.00 

Total 51.00 

3l";lf' ~ R'1f('!f@d ~ 'tf-
(i) W!R ciqll' rim "tR ~mt, 
(ii) ~-qf<c1<f-11'il1.1 -n 55% ~ 75% l!:l1«IT ~ ~ "ffift t 75% ~ 90% l!:l1«IT ~ -m-' 
10% cf>1 ~ mm t ~ 90% ~ 100% l!;l1«IT ~ -m-' 20% cf>1 ~ mm t, 
(iii) 70%, 85% ~ 100% l!:l1«IT.ari ~ ~ ~ ~ ~= 50 "ffi"©', 60 "ffi"©' v:ct 85 "ffi"©' 

ffl~~lN:ll 
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~ ~ t" 3trml 1i"{ 70%, 85% ~ 100% ~ !!.-ll@T3TI t" ~ ~ ~ ~ 
~I 

Ans. Loss at 70% capacity= f 5.5 Lakhs and at 85% capacity= f 3.15 Lakhs; Profit at 
100% capacity = f 14.20 Lakhs. 

12. 80% ll:ilfffi <f>'t ~ f~ti,=iH~1t11 'R ~ ~ 40,000 ~ GFl1fil am~ t, ~ JI'@ 

~~~~t-
~~ 15 m'JI'@~ 

~ .w:, 10 m JI'@~ 

cfil(©l-11 3qf<o<l<l (30% ~) 5 m JI'@ ~ 

~ aqf<o<l<l (60% qflqtf1"fl<"I> 3 m JI'@~ 

~ ~ fc@("trr aqf<oq,i ( 50% ~) 2 m JI'@~ 

~1lFl 45mJI'@~ 

60% ~ 3m 90% 8:ll,ffl '1R ~ 1f-iR: ~ 1titll 

(Answer : At 60%, Profit f 2,63,000; At 90%, Profit f 4,68,500) 

13. ~ ~ ~ f.ti.ifc1f&d ~ ~ <ti«fi f-
~ 8J1@l ( Production Capacity): 80% 60% 

m1ffl (~ m) ([Costs (f Lakhs)]) : 

~8J ~ (Direct Materials) 16.00 12.00 

~8J ~ (Direct Labour) 12.00 9.00 

~8J ~ (Direct Expenses) 8.00 6.00 

~ (Depreciation) 4.00 4.00 

~ (Salaries) 2.00 2.00 

~ (Power) 4.00 3.80 

~ ~ ~~ (Repair and Maintenance) 2.50 2.40 

~(Sales) · 52.00 39.00 

50% ~ 90% ~ ~ ~ 1f-iR: ~ ~I 

Ans. Total Cost: At 50% capacity f 34.55 Lakh and At 90% capacity f 53.15 Lakh; 
Loss at 50% capacity f 2.05 Lakh and Profit at 90% capacity f 5.35 Lakh. 

14. ~ ~ lflfl ~ ~ 60% am so% 8Jl@l3ff -q"{ ~ . ~ -m ~-

qf<qcf1llik1 3qf<o<l<l : 

~8;1~ 

~~ 

~-qf<qcf1llflt1 ~ : 

~ (40% ~ . 60% qf<d1=iHt1) 

~amWTI91cf 
(80% ~ . 20% qf<qcf1llflcl) 

~( 34R.o<l<l : 

~ 

60% ~ 75¾ 8;1llffl' soe;. ~ 
lf{f lf{f lf{f 

7,500 
22,500 

37,500 

3,750 

1,00,000 
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mm 
~ 

5,000 

25,000 

~ ~e:r ~ -75% 8;lllm 1R 40,250 rn, 
(Answer: Total cost at 60% f 2,22,800; at 75% ~ 2,41,500; at 80% f 2,47,733, Total 
Overhead Rate at 60% 592%, at 75% 500% and at 80% 477%) 

15. ~ ~4t4'q.:,mf 100% 8;lllm 1R ~ ~ ~ ~ ~ ctft 4,000 ~ GFlT ~ t1 ~ 

qft ~ it ~ ~ 1W<f qft llt t-

f.!fifa' ~ (Units Produced) 

August 2019 

2,800 

f 

September 2019 

3,600 

f 
lR"'l@' ~~(Repair and Maintenance) 500 560 
~ (Power) 1,800 2,000 

ffi w:J (Shop Labour) 700 900 

~ ~ (Consumable Stores) 1,400 1,800 

-m (Salaries) 1,000 1,000 

f.m8:f11T (Inspection) 200 240 

~ (Depreciation) 1,400 1,400 

~qft~ IO~Jl@e!Vlt1~~q,l'ffil@ l fflJl@~om~itt~ 
4 m JI@ elVl t, 
60%, 80% om 100% @1oT 1R ffiGR ~ ~1 

Ans. Total Cost: At 60% capacity f 9,910; At 80% capacity f 11,930; At 100% 

capacity f 13,950; Cost per unit : At 60% capacity f 4.13, At 80% capacity f 3.73 and 

At 100% capacity f 3.49. 

16.10,000~~Rtlfur~~~~~t-
Direct Materials 

Direct Labour 

Variable Overhead 

Fixed Overhead (f 1,50,000) 

Vii!iable Expenses (direct) 

Selling Expenses (10°/c, fixed) 

Administrative Expenses~ 50,000 rigid for all levels of production) 

f 60 per unit 

f 30 per unit 

f 25 per unit 

f 15 per unit 

f 5 per unit 

f 15 per unit 

f 5 per unit 

Distribution Expenses (20% fixed) f 5 per unit 

Total f 160 per unit 

mlffif 'ffi1@ q ~ 'ffil@cfil ~ JRfm <m F 6,000, 1,000 q 8,000 ~ ~ Rt1tuT 
clil~~,. 
(Answer : MC : f 8,25,000, f 9,62,500, f 11,00,000 

T.C. : f 10,50,000 f 11,87,500 f 13,25,000) 

17. ~ ~ ~ ~ ~ ~ "qi"{(ft t, JI@~~ 'ffi1@f.li.iif,.,tl WiiR t
~ ~ 4 m; ~ WJ 2 m; qf<qJ.nik1 o!l<f 5 m1 
3f.if-qf<qJ.Wn<:1 ri ~-~8:1 ~ 235 ffl; ~8:1 w:J 156 ffl; ~8:fUT cf lf{l:q<I 

s10 rn, 
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3R!-qf<qtf1:?nc:.1 ii <fif'-'lf<.1a qf<c1tf1:tilc:.1 wrra· m w~ f11-1fclfoia i-
~~ ~ o.o5 m; ~~ ~ o.os m; 3J:f&TUI o~ 1TTUIB 0.10 m, 
~ 'i:.111@ i-~ 2,000 ffl; ~ 3,000 ffl; ffifiT q ~ 2,500 ffll 
~ 'i:.111@ 700 ~ ~ q;rcfi ~ ~ !¼.'fll'd1 cf>1 70% ~ ~ t, ffifiT ~ 30 

m >ITT!~ t1 ~ cf>1 ~ ~ 60%, 80% q I 00% ~ !¼.'fll'd13TI' ~ ~ ~ 
~ ~I 

Ans. Profit at 60% ~ 2,962; at 70% ~ 4,839; at 80% ~ 6,716; at 100% ~ 10,470. 

I ~~(Cash Budget) I 
18. ~ @o cfiT ~ 3lftrcml ~ ~ ~ ~ ~ ffi t afu'. ~ 31 ~ 2019 cfiT 
~ ~ ~ "ffi';f llTID ~ m ~~~WIRT t1 ~ ffifiT ~ ~ -q' RJ:f 
~ ~ m t-

~ Rsfi1 (in~ 
2,70,000 

~ 1,50,000 

~ 1,00,000 

~- cfiT 2% cf>1 ~ W ~ "'1'ffi t, ri ffifiT ~ t, ~ ~ ~ 3Rr -q' ~ cf>1 
~ ( ~ ~ tj~im''l<fi ~ 1R 'Sl'lcf~ ~ 1l_cf) ~ ~ cf>1 ffifiT q '1@ ~ cf>1 ffifiT ~ 
50%~ ~ ~ q,1 lJ"tjl t, ~ ~ cf>1 ffifiT ~ 2,20,000 ~ afu: 30 ~ cfiT 
~ ~ 24,100 ~ tj~~IMh ~ ~ m ~ "8fur ~,80,000 ~I~-~. \ifR 
cl'R-ft "Um cfiT ar:p:l'A ~I 

(Answer: Oct.~ 1,66,600, Nov.~ 2,40,100, Dec.~ 2,05,800) 

19. ~ cfi'lIAt @o 30 ~ 2019 cfiT ~ ~ ~ m;:i ~ ~ m ~ ~ ~ cf>1 
m-iri3TI' ~ ~ -q' ~ q;'{11 ~ t, w~ ~ ~ ~ ~ t-

Months Sales Purchases Wages 
(~ (~ (~ 

February 2019 90,000 

March 96,000 

April 54,000 

May 87,000 

June...,.,_,........,= 63,000 

f.l1-1f<.1fo.1a ~ ~ ~ ~
(i) l ~ 2019 cfiT ~ ~ ~ I0,000 ~m 

62,400 

72~ 
1,21,500 

1,23,000 

1,34,000 

6,000 

7,000 

5,500 

5,000 

7,500 

(ii)~ ffifil cf>1 50% q,1 • ~ ~ ~ o~ ~ 50% q,1 •~~~Mi 
(iii)~ cfiT '!f@R sfi"q ~ ~ -q ~ ~ ~, 
(iv) ri f.ffli1 ~ ~ f1 
~~3TI'~3lrtm:1R30<ff2019<6)~~~m;:i~~m~~ 
~ ~ afu: ~ fcf;" cfi'lIAt <61 3ltFit ~ ~ ~ ~ -q' ~ 3lf~ cf>1 
&llct:?<l<fidl wft? 
(Ans. Overdraft required : April~ 24,000; May~ 53,000; June f 71,000) 

20. ~ ~-~ cfi'lIAt ~ ~ 6 ~ q,1 31qfq <fiT ~ ~ 'iAAT i:rmfi t, ~ ~ ~ 
~ RJ:f ~ 3WJll' q ~ ~ ~ t-

http:fif""lf<.1d


Months Sales 
~ 

Materials 
~ 

Wages 
~ 

Overheads 
~ 

January 20,000 20,000 
14,000 
14,000 
22,000 
20,000 
25,000 

4,000 
4,400 
4,600 
4,600 
4,000 
5,000 

4,000 
4,200 
5,300 
4,500 
4,700 
4,800 

February 22,000 
March 28,000 
April 36,000 
May . 30,000 
June 40,000 

~~ (Further lnformations)--
1. l ~q;)~fifl0,000 m1"3t!R~f20,000<fil~~~wrr-itt~ 
ij'Ti'IR2 ~~~"t!fif q ·~m;nt1 
2. ~ f.m't ~ 5% fcrsi;q cfilfm;l cO~fqcf> f.ffi.1 ~ ~ ~ q@ ~ ~ ~ t,,r t1 
3. ~ ~ q;t -um "t!fif ~ Jl11<I' m ~ ti f 2,000 qiJ am~ 1it ~ ~ ~ 
m'f Jn'12l' ti 

4. •" !P@R<fil~ 
(i)~ID'U~"3t!R ~-2 ~ 
(ii)~ qi)~ 1T?fi "3tlR 31cff~-2 ~ 
(iii)~~ oqlTI' ~ !P@R ~ fc@l:q-1 ~ 
(iv)~~ !P@R~~-1/2 ~ 

5. ~ f.m't q;y 50% "3tlR f.fflft l:JR ~I 

(Ans. Closing Balance of Cash: Jan. : f 18,000, Feb.: f 29,800, March : f 27,000, 
April : ~ 24,700, May : 33,100, June : f 36,100) 

21. ~ ~ @o ~ HJ.lfl'.'lf&d ~ ~ ~ t1 3Wicf>l 31 ~ 2019 qi)~~ 
q@~~~~~~m~t1 

(a) Months Sales Materials Wages Overheads 
f ~ f ~ 

August 20,000 10,200 3,800 1,900 

September 21,000 10,000 3,800 2,100 

October 23,000 9,800 4,000 2,300 

November 25,000 10,000 4,200 2,400 

December 30,000 10,800 4,500 2,500 

(b) "3tlT{ mi t-
~ - 10% ~ fcrsi;q ti~ fcrsi;q q;y 50% 311@ ~ ~ ~ "3ml 311@ 

~~mfflfl 
~-mqlft2~ 

-~ l/5~ 
-aqf<oq4 l/2 ~ 

(c) 1 ~ 2019 qi)~ 8,000 ~~~ti 
(d) ~ 1,00,000 <fil ~ ~ lffiRU 3f1rnl' 2019 ~ ~ WTII ~ ~ f 5,000 <fil l!1'fu'q, 

~~ti 
(e) f 3,00,000 <fil~~ am~~ 1 ~ 2019 qi) 1_0% <fil~ ~ "ffi~ q;y 1j'Ti'IR 
fcf;cu~1 
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(f) cfW1' ~ ~ ti ~ -q' f 20,000 3lffilf -q' JlT({f ~I 

(g) ~ -q' f 5,000 ~ ( 3lffilf) 'f@R ~ '1fRT t, 
(Answer: Closing Balance : Oct. f 7,390, Nov. f 8,180, Dec. f 3,910 (O.D)) 

22. ~~3ll'qi[ffl~~~~-q'~.~cf~~2019~fc;rq~ 
@oqif~~.r,;fcm~-

Months Sa!es Purchases Wages Expenses 
f f f t 

July (Actual) 40,000 20,000 10,000 2,000 

August (Actual) 40,000 20,000 9,000 3,000 

Sept. (Actual) 35,000 21,000 11,000 3,000 

Oct. (Budgeted) 45,000 25,000 12,000 4,000 

Nov. (Budgeted) 42,000 22,000 10,000 3,000 

Dec. (Budgeted) 40,000 18,000 9,000 4,000 

~~~cftll'{tfct,-
(i) ~ <iiT 10% ~ ~ <iiT 20% ~ -t, 
(ii) cfillRt cf,1 am• 31qfq 112 ~ t c1~ ~ ~ qif 'fIBR m ~ ~ o!1G ~ 
,;rrnrt1 

(iii)~ 1/2 ~ o!1G ~ cfi1 ~ t cl~~ f 1,000 ';;it Wtff-q' ~ t 1l1fuq; 

'f@R ~ ,;r@T t, 
(iv)~~ ~o!lG 'f@R ~ ~ l1 
< v) 1 ~ cfil ~ am i<6 m- t 8,000 ~ am cfillRt ~ ~ ~ ~ 3RI -q' t 8,000 ~ 
q,q (~ f 7,000 ~ q,q "%i) ~ ~ t, 3Tif~ ~ f 1,000 ~ ~-q' ~ ';;j'lfl 
-q' "CTg'ffl t, 
(Answer : F.D. in Oct. f 6,000; Nov. f 3,000; Dec. f 7,000; 

Closing Balance: Oct. f 7,100; Nov. f 7,600; Dec. f 7,300) 

23. ~ ~ cfillRt I ~ 2019 ~ q;r4 JIRnr <fi1: m "ti ~ ~ ~ ~ cfi1 ~ <fi1: ~ 
f ~ ~ ~ ~ ~ f 50,000 cfi1 ~ i<6 ~ ';;j'lfl <fi1: <ft t, 2019 ~ ~ 6 'ffl 
~~-~~~(';;it fq, 1ITTf ~ ~ ~ ~ ~ i) Ri=l' 1l<fiR t-

Sales 

Purchases of Raw Material 

Manufacturing Expenses 

f 
6,00,000 

1,20,000 

72,000 

Administrative Expenses 48,000 

Selling Expenses 30,000 

Salary and Wages 90,000 

~cl~~3TIQR~~fi~fq,ri~-~,ctiG~~~t~~~~6 

~ cfi1 31<UQ ~ ~ ~ .r,;fc m ~I 

(Answer : Closing Balance : Jan. f 90,000, Feb. f 1,30,000, March f 1, 70,000; April 

fl,10,000; May f 2,50,000; June f 2,90,000) 
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24. -qr,i~ 3llrnf 2019 ~ll'Tm~fffi~~-q' ~ef~~~~t-
Months Sales Purchases Wages Mfg. Exps Office Selling 

(All Credit) (All Credit) Exps. Exps. 
~ ~ ~ ~ f t 

March 60,000 36,000 
April 62,000 38,000 
May 64,000 33,000 
June 58,000 35,000 
July 56,000 39,000 
August 60,000 34,000 

antrq;)f.fi;:r~mcft'l'flfft

9,000 
8,000 

10,000 
8,500 
9,500 
8,000 

4,000 
3,000 
4,500 
3,500 
4,000 
3,000 

2,000 
1,500 
2,500 
2,000 
1,000 
1,500 

4,000 
5,000 
4,500 
3,500 
4,500 
4,500 

< 3l) t 16,000 cf>1 "ffi1Tcf cfiT ~ ~-q' ~ ~ fffi l ~ I 0% ~ 'TI: am ffi 3 
~~~t, 
(<if) 3ITTl1' qi'{ cf>1 f 8,000 cf>1 ~ ~ liT'1 -q' ~ ~ ~ -q: ~ t, 
(~) 11@ ffi cf@)'~ 2 ~ Q~ mm' <fiT ~ ~ cfiT ~ ~ t, 
(G:) ~~~W@R ½~ofR~~t, 
('tt) 3FlJ ~ cfiT W@R 1 ~ ofR ~ lt<IT t, 
3lf(l' 111t2019~~m3~~fffi~~m<lftm~~iIT<f>'tt 
8,000 eft1 
(Answer : Cash Balance on 31st July 2019 = f 18,400) 

25. f-i'"'lifcfid TRJ ~ 1 • ~ 30 ~ n<J; cf>1 3leff~ ~ fffi ~ ~ m cn1·1 1 • 

cfiT ~ ~ ffi f 4,000 ~-

Months 

January 

February 

March 
April 
May 
June 

Sales 

t 
34,000 

32,000 

36,400 

31,000 
· 33,000 

40,000 

~~-

Selling Exp. Purchases 

t t 
1,400 16,000 

1,500 16,800 

1,300 16,600 
1,360 16,600 

1,480 15,200 

1,400 13,600 

Wages Factory Adm. Exp. 
Exp. 

t t t 
3,000 2,000 1,000 

3,200 2,200 1,100 

3,360 1,600 900 
2,400 2,100 950 
3,600 2,400 1,080 

3,200 1,920 1,140 

1. 311'lfdct,'df~ &Rl cft 'l'flff ~ cf>l 3lefftl ~ ~ cfiT cft ~ ~ cf>1 ~ ~ ~ t, 
2.~~-

(3l) ~ 1/8 ~. 
(i() cfimmt~ 1 ~. 
(~) Sli(flt!Hcfi ~ 1 ~. 

(G:) ~ ~ 1 ~ • 
. 3. -qr,i -q' t 10,000 cf>l lfffl1 sfi'll cf>1 ~~~'TI:~ t, 
4 .• -q' t 30,000cfiT 'qq-1 sfi'll ~ ll<U ~ ~ ~ ~ ~ -q: lit am ~ -q: 
q;r-ni1 
5. ~~~~oflG~,r{ 5%~~t, 
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(Answer : April May June 

Receipts m 40,400 46,660 38,650 

Payments(') 24,740 41,010 40,060 

ClosingBalancem +15,660 +5,650 (-)1,410) 

26, ~ ~ai\' ~ ~ -q,: ~ 2019 ~ ~ ~ <lIB a:~~ @it~~~ 

~-
(i)~~~~wmt-

~ f 

January 
February 

1,00,000 

l,20;000 
June 

July 
March 1,40,000 August 

April 80,000 September 
May 60,000 October 

(ii)~ m ffl ~ wm ~ ~ t
i 

80,000 

1,00,000 

80,000 
60,000 

1,00,000 

April 9,000 July 10,000 

May 8,000 August 9,000 

June 10,000 September 9,000 

(iii) mtft cfiT so% '3tm: m 20% ~ t, ~ f.l'sfft cfiT 75% mtft ~ 1W * ~ W'i ~ 
~ ~-q ~ ml t, 
(iv) sfi?f ~ cfiT 80% mfil f ~ ~ ~ ~ 1W -q ~ ~ ~ -;;nm t, 
(v)-q;-if <ti)~ 2019 -q ~ ~ cJil f 5,000 ~ qiv,I t• 
(vi)-q;-if ~ f 1,20,000 ~ 10% ~ f.frffi@ fcfiit i ~ -q,: ~/31]ffi 3m ~ wm 
fili:lm~~~t, 
(vii) 1 ~ 2019 <ti)~ cfiT ~ W'i f 20,000 qy -;;n ~ ~ cfiT ~~~tr 
~ oill"{r-fti) cJij 311f~rci;ifl ~ l!'1l ~ ~ -q 3Wl!!l?U ~/~ ~cfil 

~OC1l<fi<u1, lU ~ '3tm: ~ ~ ii. ~q1<4lf<3id ~ ~ ti 
(Answer: 

Total Receipts 
(Including op. balance) 
Total Cash Payments+ 
Min.Cash Balance oH20,000 

Surplus (Deficit) 

Temporary InvestmenLo; 

Liquidation of Investment 

April May June frly Aug. Sept. 

1,12,000 84,00l> 96,000 l,l,.,,000 1,04,04JO 84.()Q() 

80,000 92,000 1, 10,000 l ,li2,000 77,000 1,09,00Cl 

32,000 (8.,000) (14,000) ! l,000 27,000 (2j,000) 

(32,000) (L,000) (27,000) 

1!,000 14,000 

••• 
15,000 
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13. !Jfa~cfif~: ~ ~ Blct"1f.!cfi ~~~~~i3'.ITT~ 
~ i 3'.ITT ~ ~ fcl;c:rr ~ i1 ~@~M~i1 

14. &RH!i<I 4ft.: ~ ~ ~ ~ ~'ffiT@~~~ifcfi"mf.lUfln 
~ i fcfi" ~ "cfil ~ ~ fcl;c:rr 1l<l1 i1 <fi 3TI~ ~~cf~ fcl;c:rr 1l<l1 t ~ ~ 

~~li'dl'{of m ~ f I 
15.~:~~-q~~~,:rr,r ~~~-q~~~~cfi 
i1 3TlfITT ~ ~cfi~~~~i1 

I 'RTmr atcfi~ cfil c:f•ffc:fi~Oi (Classification of Cost Audit) 

'ffiT@ ~18111 "cfil qlficfi{OI ~ WfiR1" ~ M "'1'T ~ i-~ ~ ~I ~ 
~. ~ cfi o-l ~ &TU fcl;c:rr ~ t, ~ fcfi" ~ f.rqfi«r wn -q ~ ~ ~ f, 
~ ~ ~ ~ cfi ~ &TU fcl;c:rr "'1'Till i1 ~ $l1' "cfil ~ ~ WfiR t-

1. ~~(Internal Audit)-~~ "cfil 3Tlffi ~ f.ml8111 
(Internal Check)~~ f ~~~&TU~ -;;JR~ i 3'.ITT ~ PJ3r ~ ~ i1 
3lRIRcl> f.ml8111 * ~ ~ ~ "cfiT ~ ~ qiJ ~ mor i1 ~ ~ f.ml8111, 
3lRfftcf, ~ cfi 3RflIB ~ WOT i1 ~ ~-~ cfi ~ qi) "ffi9!TT 3lf~ ~ i 3ITT 
3lf~ ~ ~ ~ t, ~ 3lRl'ftq;-~ ~ i1 

31RfRcfi" ~ ~ ~ ~ "fl'iT 64qBl4f-q ~: ~ ~ ~ ~ "l'@l i1 ~ 
3lRIRcl> ~~ &TU fcl;c:rr ~ i1 ~ ~ <fi ffi'q f1'-'lf<."1fo:1ct f- · 

(i) ~ ri WfiR ~ ~~~~mm~~ t ~ 'ffiT@ ~ ~ 
3!Rlftcfi ~18111 qiJ cfil4 m~-m~ ~ i1 

(ii) ~ ~ ~ cfiiltjlfl<n. qi) ~ "cfil m< ~ -Al "<6ol i ~ fci;m ~ "cfiT 
'tfl©l~~l ffl qiJ 31<rn< -qt~ P1WfT i1 

(iii) 'ffiT@ .~ ~ ~ ~ ~ i 3ITT ~ ~ >lf(<f ~ ~ t ~ ~ >lf(<f m 
~ii 

(iv)~ ~ "cfiT ~ ~ "<6ol i fcf;-~ ~ ~ ffl i ~ ~. ~ 'ffiT@ 

Rlp,ijUf -q i ~ ~ 3'.ITT ~ qi) -;ft@ qiJ ~ °gl ffl i ~ ~I 

(v)~~~~qq~~~~~~t~~"cfil~M 
"'1'T~i1 

2. 1ITgl' 3Ttm" &lURcfi ~ (External or Statutory Audit}-~ ~ 
R11Rffi§o ~3Tf -q ~ i~ 

(i) ~ mi:fiR ~ sq· 'ffil'@-~ "ffi'l ~ cfi 3RflIB cfil<l ffl i1 
(ii) mi:fiR &TU "3"fflTI "cfiT ml8111 ~ m cf>1 ~ *1 
(iii) mi:fiR &TU ~3ll' "cfil °3f<ra ~ ~ ~ ~ f.{~ ~ cf>1 W-IIB -q1 
(iv) ~ cfi -qrft:~ ~ ~ ~ ~ "cfil f.r:rcm ~ m1 
(v) ~ ~ f.f<ri:n' (Statutes) cfi ~ fflfucl -q mi:fiR Q cxrcmrll' "cfil ~ ~ 

~~ii 
I 'ffllra" ~~~(Aspects of Cost Audit) I 

'ffiT@ ~ cfi ~ ~ ~ ~ ~ i°-ey@l ~ ~ ~ ~ ~ ~ 
~I ~ "cfil ~ ~ WfiR i-

1. f-t!JOH11 ~ (Efficiency Audit)-ey@l ~ ~ ~ "cfil ~ ~ \ilrq 
~ i ~ ~ ef1~tjd ffl i fcfi" ~ cfi ~ "cfiT 3lf~ ~ ffl -q ~ 1l<l1 i1 3R 
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~ -q, ~ ~ f-irn 1

ffi~ ~' (Profitability Audit) ,:fl~ i 3W ~ ~ 
<fi ~ fcf;-qJ ~ t fcfl ~ <ii1 ~ cfi) 'llffi-'llffu q;1;qffrtja fcf;-qJ ll<TT t <l1 ,m'1 3IB: 
i:!l~fqq; cfiT4 <ii1 ¥RJ, ~ -q ~ ~ ffl ~ "qi""{Cfi ~ Cfi ~ cfiT i:@T WTT<TT ~ t1 ~ 
M&iq:,q:, <fi ~. 

"~ ~ ~ ~ t ~ ~ ~ ~ t fcf, ~ Cfi ~ qi) a:if~ 
~ ~ -q ~ fcf;-qJ lJ<TT t I" 
~ ~ Cfi Gt~ ( Objects) t-
1. ~ ~ fcfl fciH41fsiia ~ <ii1 ~ ~ ~ ~ 3lflf "5fJ"C<f mm tr 
2. ~ <fi f¥1R ~ -q ~ cfi) ~ "WfiR ~ fcif141fsiia ~ ll<TT t fcf> ~ 

-qfturrq ~ it ~I ~ m~ "ITT ~ ,:fl~ mm t fcfl-
(i) ~ ffiT@ ~"Sf@~ ffiT@ <ii1 ~ cfll"T t ? 
(ii)~IDTI~~W~~~Moq,~~t? 
(iii) ~ -q dtGl<qiol 3W (,ll"l<l'-lcfidl <ii1 ~ cfll"T t ? 
(iv)~ -q ~ <ii1 ~ <ii1 ~ cfll"T t ? 
~ "WfiR ffiTffi ~ ~ f.ix;ifclforn oun <ii1 ~ mm t
(i) ~ <ii1 6icfi~l(,lcli ~ ~ Cfi ~. 
(ii)~ Cfi mir-fl cfiT a:if~ dtGl<qictl ~ 3'.flf~ ~-q ~ fcfl"lll ll<TT t 31?:lql ~' 

(iii)~~ <ii1 fifi<ll3li <ii1 ~ cfiT ~ m si1@T t, ~ ~ ~ ffilffi, 
~ 8JCRIT cfiT ~. ffiTl"ffi' cfiT ~ ~ ~ "11 11(<\qitil 3TIR Cfi ~ -q ~ ~ 
cfi"\dltt 

2. ~ ~ (Propriety Audit)-~ <ll ~ ~ cfiT w.f ~ Cfi 
fc«T ~ ~ ~ fl~f.itia ~3TI 3W Sl<iP·-lqilf<aTI q,l fsfi<ll311· <ii1 ~ ~ t1 ~ ~- -q, ~ 
~ ~ ~ ~ • cfiT mm t 3W ~ Cfi ~ m am ~ ~3TI ~ 
ft~f.itia mm t, ~ ~ Cfi fcfij ~~~~~ti~~ <ii1 -qft"TT'ij ~ ~ 
ll1r-V A&icficfi ~ ~ t fcf>, ''q;p:r;ft <fi fcfij v;ct ~ ~ ft~f--t-1a q;14qiR1 fsfi<ll3li ~ ~3li 
<ii1 ~qi)~~~~~ ti'' 

~ ~ ~ t f<fl ~ ~ ~ Cfi fcfij -qi) "5l'11fcrn m fl ~3ll' Cfi 
~ <iil· ~ ti ~ 3Rf1IB ffiTffi ~ At..1fclf©c1 ffl <ii1 ~ cfi"\dl t-

(i) ~ qf<f~fd4i q ~ cfiT ~ 1jct,I{ ~ fcf;-qJ 1fqJ t ~ -~cffil"ll' 1ffill"TFf 
fil"wt~~. 

(ii) cfll"T oqm ~~~-qi) fcf>m ~qif{:qq; ~&TU~~~ ?;Jr 3i?:lql ~, ~ 
(iii)~ oq, Cfi f.r;q)f;;@ oqm ~ -wmm ~ "5fl"C<f ~ t ~ ~I 

~ ~ ~ r1'-iR1f&ct ~mat-
o) ~ Cfi qi14f ~ "31"Cfi &TU Jl"Rl-'i( <ii1 1"llTI ~3TI cfiT ~ ~ m si1@T ti 

~ ~ Wo it siffifl t fcfl ~ ~ ~3TI ~ cfi~l(,lat'l,4<h ~-q fcflft" m1U oq, ~ ~ i1 

(ii) ~~1'-IIR'-TI. c6 ~ w.fff~ qi~1u1qiRl ~ ~ it ~ t ~ ffiTffi ~ 
W1R fclilllll'EJ.ll!;i &TU~~ ffl<fi"tJfttrTrin' cfiT ~cfi"\dltl 

(iii) ffiT@ ~ <ii1 ft1rri ~ ~ ~ ~ cfiT"Cf,1 ffi~ ti 
(iv) ~ -qi) ffil@ ~ ~ ffil@ -q qitfi m -q ~ fil"ffift t ~ ~ 

3Rf1IB f¥1R "WfiR ~ ~ ~ ~ <ii1 c1fo.fl;qa1 <ii1 ~ <ii1 ~ ti 
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(v) ~ m cfi ~ cfiT &11crn1f4cfi 4t@ cfi A~ -q' cfiT"Cfil ~ ti 
~ ~ tfiB cfi ~ ~ -q'~ Tl~~ i-
(i) ffiID-~ cfiT fl.i;1f~cfi .zci &1q1:;1Rcti ~ m;:rr ~ t, 
(ii)~~ cfi ~ -q' ~ &4qt\1Rcfi ~ "i:;)1 

(iii)~ ~,:fl cfi ~ ~ cfil{@1\ chl 6qqt;IRcfi cfil4st 0 11ctl -q' ~ ~ (Insight) 
cfiT m;:rr \:TT ~ t I 

1,-~--3icf;-.-~-tfi"-~--(-A-dv_a_nt-a-ge-s -of_C_o-st_A_ud-i-t)--,1 

"ffil@ ~ -mp ~:m" ~ ~. ~-mcm:, ~ -<lllllNcfi{U(, olj(41kcfi 

~. ~31'( ~ ~ 3-lTR &RT q;{fljT ~ ~ t1 qfto11•H4(<>4 ~ f.p::;:{ --q~ "cf,)~ 
$oTt-
(I) Slii4.f!.lchl 'q;l" ~ (Advantages to Managers) 

l.~~it~qft~-q'-;r~~~t~~~~ 
~ ~ ~ t ~ "ll"'~ c:-11\l<Mcfidl q,l ~ cfiT 3lT'lR ~ cfiB -q' ~ chl ~ t, 

2. ~ <; cfi4·cufNr <R ~ '5j"qJq ~ ti qf<UJ1'4fq(c>q 3lf~ $'411GR1 ~~it 
cfiT4 'cfi'{ij i1 

3. ~ ~ it cflt cfi ~ -q' ~-f.rrt@ lf){if ~ 3l'Rfl:i ~ cfi fctf'JR m' 1R ~ 
1~iefi1 -q' ~ fqffift t, 

4. ~ ~ qft ~it~ minft, ~ ~ ~ ~in m ~ aqf<o<.j'-fl. ~ 
~ wr,roi m "q' ~ ~ ~~ m -ii'@ t ~ ~ "cf,) ~ "q' ,:fl ~ m -ii'@ t, 

5. ~ 'cfil:IR'I &RT~~~ (Tenders and Quotation)~~ i, m ~ 
~ ~-f.rm<ul -q ~ 'cfi'{ij i1 

6. ~ ~ ~ "cf,) f.riif;@ cfiB "q' cfiT"Cfil ~ ~ m -ii'@ i, cfll1fq;-~ 
~ cfi GRR ~ "cfil ffiTffi ~it~~~~~~~ t, 

1. ~ cfi @q_ cfi4'i:1,n.<?i cfiT &414Ma a-a<Glf4(q f.rtlf<.rr cf){"-ll ~ m ~ t, 
8. ~ ~ qft ~it~ 8:ffil', ~. T.!TTI, ~ ~ q;.f .. uR(i'i <tl {114<qliS1 

1R f.rt?f11T ffl trcf;" (1'Tll ~ i1 
9. ~ "cfil ~ chl 3Rlf$f) ~ q,l ~ 't\T ~ t1 4ROll'4fq(c>q ~ ~ 

~ 3lftlq; f!T'll ~ ~ ~ 1f{ 31f~ ~ ~ ~ t, 
10. «ltilf'11efi !J.cl-lli"'tcfi ~ &RT fcriwn' q,1 ~cfitfo<-1a1 ~ ~ cfiT W-1" ~ it 

~ "cfil SIW«cf>lll CfiT4 "q' ~ ~ Wil@f fi:l'ffift t ~ c:-11,q~l@l ~ chl ~ ~ 't\T 
~ t, 

11. ~"cf,)~~~ m ~ t ~-ill~ wut cf; fcffeR ~ qTT 
~ ~ w i, atcfi' t, ~ qft ~~-;ft@~ "q' ~ qft ~ <fil ~ 
~cf;~~~ ftra mm t, 

12.~~~qft~it~iirnchl~~~i~-ill~R¢Jul 
qft~ ~Tf<TT t.~~~fflt?~ 1~icfi1 ~ ~ ~ 31f~~of11<fl 
~~t, 
(II) fc1 ~l{)cfdl31T cn1' ~ (Advantages to Investors) 

1. ~ ~ m ~cf;~~ "cf,)~~ m ~ t ~ -ill ~.:.fcfcRirr 
~ 00 WT 1'fl1T t ~ atcfi° t1 qf{U)l'4fq(c>q ~ ~ ~ ~ ~ i ~ 'cfil:IR'I "q' ~~ 
~ ~ "ffl'ilJR: ~ ~ "-!ml 
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2. "ffiT@ ~ ~ fl cfii=qf.p~\ cfil ~ ~ f.rrri:n' ~ 3Tiffl ~ qq ~'tTR ~ 
~ti 

3. ~ -q' ~ ~ 3mmft ~ ~ -q' "B11~ m ~ ~ fcfi ffl &TU f<=lf1~1f-ila 1fiTI cfil 

~ ~ ~ ~ °Rlil~ll4cfidl ~ fcfi<TT ~ ffi t1 
4. aro~1R~1· <fi1 ~'tfcfi ~ cfi1 ~ mat t ~ "ffi1@ 3tcr;&lUI ffi ~ "ffiT@ -q' q;i:ft 

ffi<ft~~t1 
(III) ~tllf.i&i ~cfit'~ (Advantages to Statutory Auditor) 

1. "ffiT@ ~ ~ ~ 3tcr;~ cfil <.fiT4 31mR m ~ t ~ "ffi1@ ~ &TU 
~ ~ ~ ~ cf,1 lWJ ~ cfi1 ,;nm ti 

2. ~ ~ cfi1 ~ ~3TI cfi1 ~ it ,;nm ti qf<u114~~q ~3TI cfil 

~ "cf,l; 3Tiffl ~ ftlJli <CT~~ ti 
(IV) "3tfi-Ocffl 13il cfiT' ~ (Advantages to Consumers) 

1. "ffiT@ ~ "B ~ cfi1 fcf;-fq ~ m ,;nm t am ~ -q' f'rm<R ,tt -mm t ~ 
~ &TU mtr-TT cfil ~ fcf;"q-r ~ ti 

2. m<m: &TU ~3TI cfi1 "3fi@ cfi1lIB (Fair Price) Rmmf ~ "18 ~ qf<o114~~q ~ 
am dq'l{lc@l,:j{J cfi1 ffi'q ~ t m ~ am ~ 3N-ll ~-l(R ~ ~ ~ ti 

3. dq'ii1cffil 1 f.iqfulcfiiif~ cfi1 ~ ffill ~ cfi1 ~ "B ~~~I 
4. fclf'!R cfiJ.4H((). er;~ 3Tiw-fi ~ "5JT"Cij m ~ ~I 

(V) ~H&iF( cfiT' ~ (Advantages to Government) 

1. ~ "ffiT@ ~ &TU mcm: cfi1 ~ ~ ~ <Wl1 cfi1 ~ m ,;nm tam 
~ "3fi@ ~ -q' ~ ffl ~ ffl °9'"{ Uc!, "R1TI ~ ti 

2. "ffiT@ ~ ~ m-cfil"{ ~ ~ "ffiT@ ~ ~ fcriwr cfi1 6i1IC4lll4cfi ~3ll' ~ 
~f.Jt.JRUT-q'~<fmfltl 

3. ~ cfi1 "ffiT@ ~ Slfd~~-fl ~ ~ ~ ~ ~ qii:qf.i((). cfi1 ~ it 
~ t, qf<o114~~q ~ 00 ~ "9'"{ ~ ~ ~~l<lci-l<t ~ "cfi"8 * ~ it ~ t1 

4. "ffiT@ ~ cfi1 ~ "B mcm: ~ m WfiR cfil l'.l1"R ~ "cfi"8 fl G1 cf,J.4f1(()· 

cfi1 ~ "ffiT@ cfi1 ¥AT "cfi"8 * ~ m ~ ti 
5. "ffiT@ ~ "B m-cfil"{ f.r4futT cfiP-lH((). cfi1 3Rfun ffill "cf,tl'R cfi1 ~ °9'"{ m "R1TI 

~t~~OOo~ ·ef!TT@1cfil ~Hm-il@Tll ... 
6. "ffiT@ ~-ffill (Cost Plus)~* m' ~ m{ "9'"{ ~ ~ "cfi"«ft t m<m: 

cfi1 ~ "5JT"Cij m ~ t f<fi ~ ·o-f ~ cfil ~ ~ ~ fcfi<TT ti 
1: "3ffl <fi1 ml911l~ "cfi"8 ~ ~ ~ cfi1 fu.w-q' 31Rf1l ~~~~ti 
8. ~ ~ ~ ~ mR f.f~ *· o-J ~ ~ olIT9'T{ ~ 3Ri ~ ~ f.rcf2"it * 

m-cfil"{ cfi1 ~ ~ ~ ~ ~ ti 
4,i:q .fl ~ f.i ~ ii , 2013 cf> ~ "ffilTo ~8;1UT ~ fl '44 ~ if SA I c414 i '1 

(Provisions reJating to Cost Audit under Companies Act, 2013) 

~~.2013cfilmu 148~3'.Rfl@~~&TU~~..,<~ ~ 
~ ~3ll'rnrrn' ~ ~ "ffiT@ "ffi§ 00 ~ o-fcfil "ffiT@ ~ cfi{cfRl ~ fcf;"q-r ~ 
~ t, ~ ~ ~ ~ ~ m ¥" ~ ~ "ffiT@ ~ ~~ ~ cfi1 
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~ -q'm ~I~ >fcfiR "ffil'@ ~ cl,l ~-q'~ ~,2013~ 'Efm 148-q 

~ 3#i~ cl>1 f.rgfcra, ~. ~ ~ ~ ~ mu~~ 1ft ~ ~ ~ ~ 
~t, 
~ 3lf'~, 2013 ~ ~ ~ ~ * ~ ~-R"1Wif&a ~ i-

(I) ~ ~ ~ (To Keep Cost Accounts) 

~ ffl~cl>l 3lf'~~ 30~.2014 ~y.i-: mnr~ 311\1~-.:11, ~ 
31 ~. 2014 ~ ~ q;i:q;fi 3lf'~, 2013 ;tt mu 148 cl>1 ~ (1) ~ 3Rfl'IB ~ 
q,P.Jf1lli (~ ~ ~ 1TT WJIB f) ~ fc1f.ff~til!. ~ ~ ~ -q' ~ 'll'T WU >RR 
cm -q= "l-fTit t, ~ ~ ~ m q'ff ~ ~ ~ ri ~ afu: ~an cfiT ~ r.t3W:R 
~ ~ m 'll'T ~ 3lf'~ m, qi) 3l1RT ~~~~~qi)~~~~ 
CRA-1 -q' W1T mrTII 

mu 148 ~ 3Rfl'IB ~ q;i:q;fi ~ ~ ~ ~ ~ f1"1iftforn ~ 
(Qualifications)~ cl>l Tl<fi i-

i.~ ~ (Cost and Works Accountant Act, 1959 ~ 3Rl'lm), v;c.j 
2. ~~1G_~l 3lfq; <fiR< ~ld-l"<(-1 3lfq; ~ (ICAI) &TU~ J1'1l'l11T-"tr,( cfiT tmcfi'I 

~ ~ ~ ffi1To J\@icti<ti ~ ~ ~ (-11s1icfi<ti q;lf c~ ~ ~ m ~) 
cfil~~m~t, 
~ Gffit@ cl@icfiq,"'j cl,l -q;"ij cl,l ~ ~ ~ ~ ~ cl,l '{cl~j'lfa ~ ~ ffl 

cl@icficti 3lf'~, 1959 (Cost and Works Accountant Act, 1959) ~ ~ ~ ~ ~ 
Mt1 
(II) ffll@~ cfi'T ~ (Audit of Cost Accounts) 

~ ffl ~ cl>1 3lf'~ ~ 30 ~. 2014 om~ ~f1.l~-.:111 31 
~. 2014 ~ 3Rl'lm ;jfffi q;i:q;fi (~ 3lf''qffig' afu: mID i:m~) ~. 2014 ~ 3Rfl'@~ 

~ t fcf. 'll'R q;i:q;ft cfiT R<IB ~ (Net Worth) ~ 500 ~ 'll'T ~ 3lf'~ 'll'T ~ ~ 
~ 'll'T ~ ~ ~ 100 ~ 'll'T 3lf'~ t cTT ~ mID ~ (Cost Audit)~ M1 
(III) ffll@ ~ m tlkl~1 f.rqq- (Rules relating to keeping the Cost Accounts) 

~ fcf.~ ~(I)~~ i@Ttfllflll t fcf.cfi"Pf.ft'~R!f.,qq,2013 cl>1 mu 148 
~ 3Rflfo ~ q,P.Jf.ltii -ii ftjf.ffGce. ,m:ti ~ ~-q' ~ 'll'T wu >RR cm -q' 'wft t ~ 
~ ~ q'ff -q' ~ r.fmcR ~ 35 ~ 'll'T 3lf'~ f ~ 'RJT@ 3lf''qffig' ~ CRA-1 -q' 
~ ~ ~ ~ mrtl 
(IV)~ ~8;1cn 'cfit f.\gFc@ (Appointment of Cost Auditor) 

q;i:q;ft ('RJT@ 3lf''qffig' afu: mID i:m~) ~. 2014 (3lf'~ ~ 30 ~. 2014) ~ 
~ 6IDU~cl>l~t~ l .,2014~~~~~q'ff~~t, ~lJ&l° 
ffl'ETR ~ i_:_ 

(i) ~ ~ m'lT ~ ~ ~ ~ ~ ~ q'ff ~ ~ ~ 180 ~-q' ~ 
ffiT@ ~ cl>1 f.rgfcra ~ I 

(ii) 'RJT@ ~ qil ~ ~ cl>l ~ ~I 
(iii)~ m ~ cf6 ~ cl,l ~ t ~ cim k-=r cl,l 3lqf~ -q' 'll'T ~ q'ff ~ ~ 

~ 180 K-=r cl>1 ~~ -q' (~ 1TT ~ m) ~ ~ qi) Rtnml 'th1U ~ m21 ~ CRA-2 -q' 
~ cl>1 WR'J e-file ~ ~I, 
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(iv)~ ffi1ffi ~ ~ qlf ~ "ffi ~ 180 k-f oq;- <lT ~ "9Ua.TT ftciTi ~ 
~ oq;-3TtR ilG tit iAT~I 

M ~ ~8;1cn cfi" a.~cfiH ~ 'c6Tfa:r (Rights and Duties of Cost Auditor) 

ey{JJ43~~,ffil'@~cfilam~~~*cim3lf~~t~ 
%v;q;~~ctilm1<tt',~-~cfft~,"ffiYl'~~oq;-qj'l'.Jl'Cft~, 
Cfillr-ft ~ ~ ~ ~ qiyif ~ ~ ~ ~ 3llcW-tqi ~ ~ fl-lti2.l<f><o1 ~ ~ 
3lTR:I 
~ ~ ~ 3lf~ qft "ffim "9U8;ll ffl q@J ~ ~ ~ ~ ~ 

~ .ftq)iam~~<lf~~~.~~m,:smscRA-3-q~crlrrr1 
~ ~ ~ 3fQ':ft ftcfri ~ qtf, ~ ql ftq)i fl4'f~a ~, cfft ~ ~ 180 

k-1 cfft olqf'~ ~ ~ ~ ~ ~ ~ ~ qi) m am ~ ~ ~ f.!fuo f<fim 
~~~~"qt fcr.Tit m{ ~ ffll 
(VI)~~ c6f 3-141Ufrll (Disqualification of Cost Auditor) 

~ 3lf~, 2013 cfft ~ 148 ~ ~ 'Q;cfi ~ ~ cfft ~ cim f ~ 
~3lf~,2013cfft ~ 141 (3)~ 3Rf1fa'~~~) cfftmt1 v;q;~ 
cfil"cl~~~~ ~ 139~ 3Rfl@~~"ffiYI'~ ~~~~t, 
~ Cfillr-ft cfiT ~ ~ ~ ~ ~ ~ WfidT t, ~ ~ ~ -q' ~ ~ ~ 
~~~m~tm~~~"ffiJ@~~~-q'~tJGftcfd'l{Ffl~, 

. ICAl~~~~ct"ffi1Rl~,"ffi1Rl~ffl~~~~~ 
~- . 

1. v;q; ~ "ffiJ@' ~, ~ ~ cfiT m~ <lT ~ m1 
2. v:m "ffi1@ ~~ qi"Pfft ct ~cfil ~ m ~~~ ~ cfiT 

~m, 
3. v;q; olJf.;@ ~ ~ i:fiT f 1,000 ~ 3lf~ m i:fiT ~ t ~ M fcfim ~ 

~~~if -q ~ ch1 3llllcllf11 ~ t, ~ CfilIRt ~ f 1 ,I 00 ~ ~ cfiT "5l{Ul @lff m1 
4. ~ ~ ~ Q,<fild~'<~ q;tf q;J ~. ~ ~ cfiT ~~ml 

(VII) <'ITT@'~~ cf,1 -ijf'altcl~ 11:i th~lc.tril ~ ~ 
(Providing Facilities and Help to Cost Auditor) 

~i:fiT~t%cff"ffi1R!~ctilf.t"1@f&a~~~JIGRcfit
l. m-iraqr-~, lmf, ~'Q;t ~~~-~ ~ ~ 3lf~ 

cfiT ~ t % ~~~mm-~.~,~ fcrcwJT, ~ ~ 3lf~ 3llfu: ~ 
"ffi1RI ~ ~ ~ ~1lcl/l<-t<fi t, "ffi1RI ~ cfil ~ cfitl ~ 3l'ffiqf ~ ~ ~ 
cfil ri ~ cfft ~ 'CTI ~ ~ ~I 

2. ~~cfit'~~'Q;t fqlla1ifi<Oi ~~-~ "ffi1@ ~ 
~~fflcfftfuf~~~ 30k-Jct ,fu{"{~~- attifoM ri~ai\'~ ~~ 
~ -q 1lU ~ v:~ ¼"2.lqi(OI ~ mcfiR cfil ~ ffll 

~ ~ ~ 3RflIB ~ I "ffi1@ ~ ftq)i 'd~ ~ ~ ~ ~ ~ 
fQ,i)qi(UI ~ mcfiR cfil W f ~ ~ CRA-4 ct ~ ~ ~ \iffifT f1 

3. 3R~11;°ci Wtilifi<Ui c6l" "4cl,~cfidt-~ ~ ~ Cfillr-ft IDU tTT ~ ~31\' 
'd~ ¥1"2.lqi(OI 'R fcr,m ffl ~ ~ ~ mcfiR qft '(llj -q' 3r-<,t ~ ~ ~ ¼"2.lqi(OI qft 
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::Rlq!i'lNnil mm~ &!TI~~~~ ~'ITT~~ flit?.li:fi<OI f.!mftf ~-q 'q;;J ~I 

(VIII) ch-j0<-1 tHcfiH ~ cfiid'cti~l (Action by Central Government) 

~~a:{~ flit?.li:fi<ur ~ m ~ ~ ~ ~ mcfiR ffiTJo ~ cfil fttTTi 
~ ~ a,f'~ ~ ~ fcf;m ~ ~ ~ v:m ciil{ 'ITT~ qi"{~ t, ,m ~ 
~~I 

(IX)~ftmi'~~fcntfi1lTTT'-nf!HtHOI 
(Circulation of whole Report or its any Part) 

~ mcfiR ~ q;gr-ft q;) ~ ffiTJo mm' cfiT ~ Ffi<l'T ~ t, ~ ~ ~ t 
fct; ~mi@~ cfil ~ fttTTi ~~ fcf;m qt l{T1J q;) (~afR -q mcfiT{ &!TI~ 

~ ~ ~) ~ -q ~ (Circulation) q;-{i mi@ ~ cfil fttTTi ~ ~ ~ ~ 
~ ilR ~fl~~~ cfil ~ ~ ~ ~ wni ~ ~ f<f;m 'lllTI cfiT 

~ (Circulation) Ffi<l'T ~I 

(X) 3Tiftfcn ~ (Penalties) 

~ q;gr-fi, q;-i:q;:fl 31ft:if.l4Ji ~ ~ ~ ~ "tflffi -q m ·ctmft t m ~ ~ 
f 25,000 ~ f 50,000 ff cfiT 31lftrcti ~ Ffi<l'T ~ ~ t am ~ ~ 3TI~ cfil I cflf 
ff cfiT cfimqffi ~ f 10,000 ~ f 1 ,00 ,000 ff cfiT 31lftrcti ~ 3l?.jqf ~ ~ ~ fct;lrr ~ 
~t, 

~ ~cfft ticfi.ft~ ~ s,ftfi~I 
(Techniques and Procedures of Cost Audit) 

~qt>1q;R~~cfil~-~'ffi1f'30R~~~~tfcti~1<tc@1i17f 
~ ~ Ffi<l'T ~ ~ ~ ~ ~I 3io: ~ ~ ffl ~ 1i_cf ~ -q ~ lf4t 
mi@ W1ITffi cfiT ~ qi'RI ~I mi@ ~ ~ 3Rrt<f WW1 m ~. JfCBI', ~ , 

fcfflul-~, ~ ~ 3i@Rcffl ~ ~ ~ lf4t ~qt~ cfil ~ ~ c1I{ ~~I~ 
m ~ fcti ~ Rm:1Ul cfiT cfiF.f ~ ~ ~ ~ t ~~, ~~~qt m 
~ fct; ~ cn{R cfiT ~ ~ 1R -q ~ ~ t, ~ cfiT ~ ~ t, ~ ~ 
31fqiT{ ~ >lq;T{ ~ t, ffiT@ "ffi§ oo <fil fru't ~ t, ~ f.Rl~ W1ITffi -m ~ -q WWT 
q,l ~wt, ('fTl'@~~fflcfil ~~i? ~~ ~m.~~ffi-~ 
a,f'~ mgqy -q ~tam~~ -q ~ ~ ~ ffl IB-t•lfdd m ~' 
~ -rnn' ~ ~ ffl ~ ~ ~ q;) ~ ~ ~ fct; ~ ffi"l@' mm'~ 
~ oo ~ ~ -q ~ f.Rl~ ~ ~ ciil{ ~ ~ lf4t t, ~ ciil{ ~ 
WWT "qt m ~ ~ ~ ~ rnf'lrl ~. ~, ~ q;) ~ mirm am~ f.rrFR ffl 
~~-q~fctiwftJl"lllcftt,~~<fivTI~I 

ffil@~~cfilffl~~mt.~fcti~mm'~~~~Gf'lflrl 
·~ t, ~-w:JIVR ~ouching), f.Rl~ (Checking),~ ~ (Ticking) ~ ~ ~ 
~ ~ oo ~ <fiF.f ~ ~ ~ ~ m mm ti 

mrRI' ~ <fil ~ v;ct ~ ~ wm m;ft ~-
1. ~ ~ v:ct '.f@R1' cfiT W{TUR m ~.a:{~~ ffi-~ ~ w:rruT 

(Voucher) ffl ~ . fi ~ ~ cfil ~ ~ "ITT ~I 

2. ~ Tf11RT3TI (Calculations),~ (Postings) 31TR cfiT ~ ffl ~I~ 
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~ -m"Bm 3f<fi'1 lft~ ~ ";;f@t ~ ~'* ~ 3'.lf'~m ~ ~ qjl{ mm 
11U~"trft~cfil~~~I . 

3. ~~(Suspense Ale) clft ~~~~~~~I~ Wf;R ~l-lllflJf1 
tf>1 WTI Sl~f&!ql' 'cfiT ~ qivlT ., 

4. if,jle ~ ~ ~ ~ qJ+<tMcfi ~ ~ fireA ~ aM,4cfi t1 ~ 3RfU' ~ cfiRUn 
'lffl ft.1,~"!0J ~ cfiiJ' ~ ~ ~ t, 

s. ~ ~ ~ ~ 3RfTfo f.!Cifclf&a ~ ~ ~

{i) ~ ~ (Phy~ical Testing) 
(ii) ~ Tf11AT (Physicai Calculation) 

(iii) gf?e-.i<Or (Confirmation) 

(iv) 1i<'f ffl 'cfil ..iii~ (TeSi of Original Documents) 

(v) sfi'llffel< -"1fq qi'vfl (Scanning) 

(vi) lffll19 (Enquiry)! 

6.~'cfil~~~~ifri~'iffill'<tt~~~~cf6'3ll<w4<fi 

.1 ~ ~ cfiltfa..q 7cost Audft· Programme) / 

'ffi1To ~ ~ ~1,a ~ ~ n<111 ~ f.ti ~~-tr am~ cfia:f.,11Rqi· 
~~~~-qw:ft~~~t;ft~,~~~~"ctt3lmcfit"gt,~ 
~ ~ ~. tl'1fcti ~ O'f ~ -q'{ mrctfuT -mi ~I~ 3@1q'J ~ ~ 'cfil ~ 
fci'WTI-q 14ra ~~am~ q;pf-1'Jll ~ ~ ~ ..,4:qrftqf 'afi1 a=a<c:,4l iAAT ~, 

-m q;pf m ~am~ T11fr t,-q ~ m ~ 6l1T ~' 
'ffi1To ~ '$T· ~ 'cfiTlijfitf ~ ~ ~ f!l'-f~f&d ~ ~ -q· S1,1l•kfi m <Ji\ 

~~am~ qi)~ JIT1<f ~ •-
(I) -mtnft cfft' S1¥"1 iclMl (Questionnaire of Materfill) 

1. ~ m-qm 'cfiT ~. ~-fcrlrrrl fflU siilf 3l@!lgOJ qcn' cfi' .3Jr5IR -q'{ ~ ~ lR fctim 
-il@1 t? 

2. ~ fir-r-'q;fcti -q S1Mfie4i f.fqfiffl '{iiq ~ ~ ~ t ~ ffl f.icfi@I' ~ t ? 
3. ~ mta m-qm ~ ~ m-qm ~ ft-cni ~ tf>l ~ t ? 
4. ~ JITtq mmit 'cfiT ~ cfi\ w:nfu@ %tff-il@l t fcti ~ minft cfiJ ~ wn lJll'l 

"1. ~ m m-qm JITtq tf>1 ~ t ? 
s.~~~m-qmcfilf.rf1:A'~3lf~~~3ll'-l'R-q'{~-il@ltam~~ 

31f~ lf3l 31f~ ~mm mT~ ~ ..Jrn t ? 
6. ~ ~fl,~fl~ ~~'cfiT~'ffl~f.tim-il@lfi . 
7. mmfi f.rtfiR ~ '{t-4icfH 'cfiT n"O'cfiT ~ . !? ~ ~ cp:J1 ~'1141..it1 ~ ~ TI9I 

-m~t? 
s. ~ tf>1 ~ Tj'O'RJ' cf,"if ~ ~ wm cf>l -mm t? fir-I-~~ ~ lg@J am ct 

~ ~ 3'Rf{ 'cfiT ftltelcfi(OJ ifqJ ffi t ? 
9. ~ ~ -q' 'ffiffi 'cfil ~ tf>1 Wfq-~ -q'{ ~ tf>1 ~ t ? 
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10.<FTT~~~~cfilfttni~~~t? 

11.<FTT~~~t~~ ~~m~t? 
12. <Fri~~ ~~~~t? 
13. <Fri ~ ~ ~ ll'@ qi) Rmfur ~ IDU ~ ~ i ? 

14. <Frill'@~ m "B ~ ll'@ ct~ 3{~ ~ ~ ~ ~ t ? 

15'. <Fri ~ cfi1 3licl~4<Mi<ffi qi) ~ ~ -m ~ ~ ~ cll«ifqi:fi i ? 

(II) ~ ~ Sl~-ilq~ (Questionnaire of Labour) 

I. ~cfil~~<iiB~<FTToOOi? 
2. <FTT~mfilcf,l~~cf,1~ i? 
3. <Fri ~qi)~ ~ ~ ~ 31f'~ iR--qrn ~ ~ i ? 
4. <Fri <fiFf ~ m ~ <fiFf ~ m ~ ~ 31f''qffilj ~ ~ i ? 
5. <Fri~-~ m -qt am <Fri~-~ "B ~-~ ~ fiR.fR cfi"{ ~ 

~~msrr-~~~~i? 

6. ~ "B 31f'~ (Over-time)~~ .~~ <Fri~ IDU @fura ~ ~ 
~ i am ~ ~ msrr ~ ~ "B Tifil ~ t, 

1.~W<J~qi)cprm~'cflir~m-qffi<U,jjlwri? 
8. WI -qift~ cfil ~~<Fri~ f ?-qm:~ ~ ~ "S{cfiR ~ cfil-mffi i 

am <Fr(-qJR~ ~ ~ 3l~IRG1 Cf>l aqfl.\llR, if cf,1_~ i? 
9. ~I ~{Ull~~q ~"UM~. ~ ~ ~ ~ i ? 
IO.~ WI~ 1_f@R~ll'@q,llITTfl~ 3lrtm "tl\ ~TfqJm"ffi<FTT~ 

(Pieceworkcards),~fiR-fR~~~ Wl"4'5{"B~~i? 
11. ~ ~ 1J1@R cfi1 ~ RUl[O"I wrT@t ~~l'l>1!1i:fi i ~ ~, 
12. ~~ct~ am~ l11T@ ct f.Jffl -q ~ "S{cfiR ~ ~ -;;rror i? 
13. Wl~~~~"B~~,jjlW"fi~~? 
14. <Fri WI cfi1 d~l<cfidl q ~ <fiB ct ~ "Wl'm ~ ,jj1 ~ i ? ~ ~. "ffi <Fri 

d<'llGi:fidl ~ ~ ~ cfi1 w-'llcl1i i ? 
15.~~~~~~t? 

(III) :aqft:oqtc"f cn1" Sl~-ilclt-fl (Questionnaire of Overheads) 
I • ~ a qf{oq,qf ~ ~ ~ "B ~ ~ TJ"qJ i ? 
2. ~, aqf<oi.j,:n· ~ ~ C3lcl; J:1q;R "B ~ TfqJ i ? 
3. aqft&l4 ~ ~ ~ qf<c4tf1~Ht1 oq4J' -q ~ 'cflir ~ ~ "tl\ ~ TfqJ i ? 
4. ~ aqf{oq,:n·~ ~ ~ 0~ "Bcll mrn-q~ ~ ~: ~ "tl\ 

~ TfqJ i? 
5. <f4"1 aqf<oi.j,:n· ct ~ cfi1 ~ <p;fi f<.ff'l ~ i ? 
6. <Fri oZfll cf,1 tm'!Fl lfG)' qi) (1'lT@ mm -q ~ ~ -q Tifil TfqJ i ? 
7. <Fri cll«-lfqi:fi 3qf<oq4 ~ ~ cf,1 'JIDfl cfi1 WAT -q ~ i ? 
8. <Fri aqf<oq,:n· ct ~ (Absorption) cfi1 ~ ~ cfi1 TIURT ~ ~ "B cfil ~ i 

am ~ J:lq;R "B C'IT'l 'i:ft cf,1 ~ i ? 

http:I5.~~~~~f.f.mt
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9. fcff'IA ~.~~ ~-m "ti\~ ~cfil "ffiID ~ ~ ~ ~ ~ nID lfltl 
i a:{~ 1"ITT? 

10.aqftoq<i~~~~~~"G'~cfl{~~Jf-1~~aM~R>~ 
cfi1 3il'Effi: ~ ~ ~1<4~1f-,·rn ~ am fcffeA cflTT -q ~ ~ ~ i1 

(IV)~~ctt S4~1icl<..fl (Questionnaire of Depreciation) 

l.<f<ll~~~~~"'l~-11~-ra~fam~~~"G'~ 
fcfflur t ~-"ffilrn, ~ cf>1 crrfug, qt{ * ~ cf>1 7T<fi ~ ~ ~ ~ cf>1 G( cf<ll m ? 

2. cf<ll ~ ~ cf>1 cm w~ ~ 7T<fi i ~ ~ at'~ cf>1 tiRT 123 c6 IDD 

~ cf>l l'J<TT i? 
3. cf<ll qt{~ ~ -q ~ ~ cfi1 fcff'tF-1 ~-q ~ 'l<f -q f.{mfuf ~ ~ 3llt:fR 

"!R M lfltl t ? 

4. cf<ll fcmlf ~ ~ ~ ~ ~ "!R ~ ~ ~ ~ cfi1 ~ nID ~ i ? 

5.cf<ll~~+mr-m~~~~~~~~~-ra~f? 
6.cf<lll'@qtl-q'~~fcfsfil1cf>l~~~~~~~WfiR~ffl~f? 
7. cf<ll fcf>m ~ ~ ~ cfi1 l'@ cfff -q :fl{f'4iq,1 ~ lfltl i ? 

8. <f<ll ~ ri cfi1 ~ ~ i_;,ftr@ -q ~ ~ 3llt:!R "!R M lfltl t ? 

(V) ar.if-"f.rftra~cfit Sl:l'-'114H1 (Questionnaire of Semi-manufactured Goods) 

I . <f<ll ~-fficf -i:rR'f ~ ~ il. aqf<oq~· <6 ~ c6 ~ cfi1 ~ M lfltl i ? 

2. ~-fficf -i:rR'f cfi1 ~ cfil an% a:{~ qiq ~ ~ ~ an~ 'lit~ m 
1"ITT M lfltl i I 

3. <f<ll aql'(oq~· ~ fcff'tF-1 ~ <fil .flclm ~ ~ ~ ~ lfltl i ? 
4. cf<ll d qftoq~· ~ ~ c6 3TI'Effi cfil l'@ qqf -q ~ -m 'ITT nfil lfltl f ? 

5. cf<ll ~-fflcf ~ cfi1 ~ ~ ?f@ c6 3l:ri@* ~ ~ 3ffiT@ m ~ t ? 
(VI) ~~~cfi't Sl;(l-,tqc.-fl (Questionnaire of Stores and Spares Parts) 

I. cf<ll ~ ~ ~ cf>1 mft<r, f.mlR ~ ~ c6 ~ -q ~ ~ & ~ f ? 

2. cf<ll ~ ~ ~ <6 ~ cfil ~ ~. ~-~. ~ ~ ~ cf>1 
1RUIB, 'lfcA cf>l lRlJ«f cfil ~ M lfltl t ? 

3. <f<ll f<:lf1Ff ~ ~ ~ cfi1 'lf'4iq,1 -~ 3llt:!R "!R M lfltl t ~ ~ m'Ern: 

~ qlTT -q -m ~ ~ ~ lfltl i ? 

4. cf<ll~cfil ~.~~~-'t!i2 3i1R:cfil~~~~M~t 3fYfcfl~? 
5. cf<ll q,1(&111 3'.f~ ·~ ocf; c6 ~ ~ . ~-~. ~-~. 'ffit am ~ 

3ilR: ~ ~ ~ c6 ~ -q ~fAif("jd ~ ~ ~ ? 

6.<f<ll~~~~~f.ml:R~~~~cfil~~c6~~~M 
lfltl i ? 

7. <f<ll~•~~cfil ~~M~i? 
8. ~ ~ ~ ~ ~ l=I<:: Jfqffi ~ ~ m ~mm cf<ll ~ &i4f(:'ifoid cf){~ 

lfltl i ? 
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~ Sllt1lclf('ft.t1· Cfi ~ ffilffi ~ ~ ~ ~ ~ ~ ~ ~ ~ 
f.!i.ifl."'lf@a ~-

1. ~ ~ m, ffil@ 'q'{ m,rur ~ am: c:'lJ\j~<.@ ~ ~ m Cfi ~ ~ 'ri 
m ~ ~ Cfi ~ -q-~ ~ t ? 

2. ~ WP.ilUT ~ ~~ ~ ~ IDU 3RRI' qi1 fql(('lqur ~ Q<fi 'ffil@'tl'{ 

m,ruJ q,1 roll -q ~ ~ en{ ffl t ? 

3. wrnt, ~ ~ lfflA'I' q,1 ~ ~ ~ t? ~ ~ ~ ~ ~ iilT 

wt? 
4. WrnT Cfi ~ ~ '{G-~ am: ~Cfi ~~~at'~~ qiJ ffim arcliWT 

~ia:r~~, 
5. m ~M Cfi 3Rrlffi ~ ~ m q,1 ffilTo ~ JrcfiR ~ ~ qft l'flfi t ? <l'R 

m ~ -q ffl"I' qiJ a-m ~f'Al~a fCfl<ff ~ t m ~-~ (Reserve) arcli JrcfiR ~ ~ 
~~t<fl~? 

. 6. aCfil ffl q,1 ~ -q ~ ffl cfi1 '{c.-<-licfi-1 arcli t <fl~ ? 
7. ~ ~tqf't1~1· (Assets) cfil '{c.-<-li<fi1 ar<n JrcfiR ~mt~ f <fl~ ? fll-llf-a?-0. CR &IB 

(Depreciation) WtR qft m ~ t <fl~ ? 
8. ~ffilio~qil~~~~~~t? 

I ~ ~ ftq)t (Cost Audit Report) 

~ 'ffllra ~ ~ Cfi 3Rr1ffi fclftA" ~ cfil SIHckfl ~ ~ <fi 3lTtm: 'q'{ 

~ ffilTo ~ ftq)i ~ q,1 ~ t, ~ ~ ~ ftq)i ~ ~ 'cfi1 ~ ~ t, 
~ ~ ~ fll4f~d f<.nwr 'cfft q,1 ~ Cfi G!'TG f.r'1fftnrr~1:r (CRA-3 )-q' 180 k-f Cfi ~ 
m ~, ffilTo ~ 'cfi1 ~ ~ -q- f.ti.ifc.1f({la ~an 'cfi1 ~rairc.1a ~ ~-

1. ~ ~fflg ~~~TI!~ t 3IR ~ ct>1311cllt<lcfidl3TI'cfil ~ ~ ~ ~? 

2. cF:rfl@cfff q,1~-q~ qlf-q~q,1 ~-q-~~t? <l'R m,m qil"{Uffqiy 

~~I 
3. ~ 3ITT ~-q ~ e);n' qiJ If\~~~.~ 'ffil@ -q' ~ cfil iilT ~ 

t1~ffilio~~~-q''<tiifiefi<mcfil'<fi~~~, 
·4.~~~~ ~~~~~~~ ?<l'Rm,'fficfiRUTiqiJ~~I 
5. ~~qft~-q~~ct,1 <.1Mcll~l ~~t of~~~~~ 

-q~~I 
6. <l'R 'tfilt ~ 'i'.ft ~~~~~~wt, <l'R m, m cfiRUn' q;y ~ 

~~I . 

1. ~~Cfi~~ ~ ~~~t ?<l'Rm,m ~~~ am:~ 
~ JrcfiR ~ m iilT 5 t ? 

8.~~~m<fi~~IDUWTTmf'UffiqiJ~~~~t? 
~ ~ ~ Cfi 3RJI@ f.rmftf ~ ~ q,1 ftq)i ~ ~ t, ~ ~ 

~i- . 

mailto:Ryfl.'1f@C1
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('ffl'@' af'c68;TUT cn1' roiti cfiT ~ (Specimen of Cost Audit's Report) 

1 ~ = m~am.~.-3 1 

[~~<ffll@'~~m>~.2014~(~6(4)~~~>1 

('ffl'@' ~ ftq)t cfiT ~ 
1. ~~ .. .................. ............................ cfi1lFft an~, 2013 (2013 qi] 18) cfil 

'El"RT 148(3) ~ ~. (cfillFft q;J -;::ntr) ........ .. ................ .. ................................ ~ 
{fsJ!~lc:fid ~ .............................. .. (cfi"llRt ~ <fsJ!~lcfid ~ ~ 'tffl qi]~ 

~) (f-im ~ ~ ~ ~ ~ ~ t) ~ ffiT@ cl©l4{lll:fcfi ~ ~ ~ ~ 
3fcff~/qlf ........ .... ............... ....... <fcnitq qtf qi]~ en{") ~ ~ "3t@ an~ cfil 'El"RT 
148 ~ ~ 3lR cf@ ~ ~ oeu ...................... .......... (~rocuati ~ -;::ntr q;J 

~ ~) ~ ~ -q cfillFft &TU~~ 3f;:q WRf ~ <fil ~--cm~ <fil t, ~ 2 -q 
afffifuia -qu~ ~ oeu ~ ~ ~ wni ~ {~ f, 

(i) ~~~~~am:~~~~~ am:~~ 
~ ~ f ~ Ffi ~ cl©14{1im ~ ~ ~ ~ 3lfq~qqi ~, 

(ii)-qu~ -uq ~ ~ ~ mnf:R ~ f.rq-q, 2014 (ffiT@ an~ am:~) 
~ f.rlJli 5 ~ ~ ~ ~rocuati ~ Ff'fq' -q ~ rn ~ ffiT@ an~~ 
~ ~ I ~ ~ ~ t, 

(iii) -qu~ -uq ~~~~&TU f.maroi ~ cfil llt m&Tari ~ ffiT@ 
cl&i9(]ll;(i ~ ~ ~ -afi@ ~~"ITT ~ml~ t, 

(iv) -qu~ -uq ~ ~ am: -qu~ ~ ~ ~ "3tffl ~ am: 
~ ~ ~. 2013 &TU~~ 31¥'e.-«J ~~~ml~ fl . 

(v) -qu~ -uq ~ ~ cfi1lRt -q ffiT@ ft<fi'fif cfil ~ ~~ cfil ~ 
Jl11lTffi t I -;;@ t, ~ ~ l«f ~ ~ 3TCR ~ cfil • 3ITT: 3JTcfiR ~ ~ 
~t, 

(vi)-qu~ -uq ~ ~ ~ ffiT@wni ~ ~~ -q GT llt ~ q ~ ~ 
(~) ~ ~ (~ari) ~ ~ ~ cfil ~. ~ am: ~ ~ 
(~ari)fflcfl (~ari) ~ w~f~d ,Wlf ~ ~ 3ITT: "Btt ~ ~~ ~ t, 

(vii)~IDU~~~~i:maroi~~~~~~ 
~ ~ -q ~ ~-cm: o'ff ~rocu· cm ~ ~ ~ 3lft!~4l· q;) cfillFft -q 
TI§Tml Tigf ~ t, 

2. ffiT@ cl&ml~ ~ ~klf'"'-ld ffiT@~ <fil ~am:~.~~ "ITT m1 
~fir-{ ···············/"tfm ................ /qq 
~ (~ wni "9'"{ ~ cti8 qi]~) ............................... . 

~n H&l4fl~cn(~) 
cfif~afr{ljF 

.A~lf-+tcfi "Slv-f. (Theoretical Questions) I 
~ ~ a+1flt1 ~ (Very Short Answer Type Questions) 

I. ffiT@ ~ ~ ~ an'if51Tlf t ? 
2.ffiT@~~~Gl~~I 
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3.fqffl~~~~t? 

4. ~~~~~~~* ~~c!il~ ~~cf>l mu 143~ 
3Rf1fu ~-~ ~ "ITTffi !1 

5. ~ ~ ~ ~ ffi'ii ~I· 

6.ffilffi~~cfif4~~,ifl~i? 

7. ffiTffi ~~~~~I 
8.ffilffi~~~~~t? 

9.ffilffi~cf>l~~t? 

10.~~~~Gl~~I 

~ · ~ d'iiil<.t ~ (Short Answer Type Questions) 

l.~~~31Jq~~i? 

2. ~ ~ ~ ffiT@ ~ ~ 3RR ~ ~, 

3.'~~·~m~~~, 
4. ~ ~ c!il ~I 

5. ~ 31f~, 2013 cf>1 mu 148 ~ 3Rl1fu ~ ~ ~ ttk4f.-EJa ~GT~ 
~I . 

6. ~ ~ ~ -qft&rq (ffilffi) ~-q ~ 3RR ~I 

7. ffiT@ ~ ~ ~-q ~ fct;-q ~ cfM ollfc@cf>1 ~~1•4ol~~I 

8. 3qf<oqqf Cfil ~ ~ ~ ~ ffiTffi ~ c!il Fin GffiTT c!il ~ ~ ? 
9. ffiTffi ~ <fil ~ cf>1 ~ ~ °t ? ffiTffi ~ cf>1 6l~'i•4dl4, ~I 

10. RJ.ifclf&d ~ q;r ~ ~-

(i) CRA-1, (ii) CRA-2, (iii) CRA-3, (iv) CRA-4 

~ cft'd d'titl<-4 ~ (Long Answer Type Questions) 

1. ffiTffi ~ cf>l ~ ~I ~ ~ ~ ffiTffi ~ ~ 3RR ~I 

~ ~ GW3TI ~ ffiTffi w' ~ ~ ~ ~ ~ ~ 31f~ ~~~I 
2. ffiTTo ~ ~ ffl t? ffiT@ ~~~~~~I 
3.ffilffi ~~t ?~~~~~~f'IF'ft ?~~~anq;r 

qUR ~, 

4. ~ ~ ~ ~ ~ ~ 31Jq f.p:;, q;J ~ ~ ~ -m
(i) wm, (ii) ~. (iii) aqf<oq4 ~ (iv)~ ~ ~I 

5. f.p:;,~ 3'.RR~-

(i)ffilffi ~~~~,(ii)~~~~ ~I 

6. ffiTffi ~ &TU JRWf fct;-q ~ cfM ~~~~I 

••• 



[[g] 51'114 e;UJld 
(Standard Cost) 

I ~ qfh~:~ (An Introduction) I 
3l'T~ cfiKil -q ~ "f1@ -q ~ SlfcllflfJldl wft ~ ii ~ c@Jq(UI ~·~~°ITT 

~~-q~-qrnf~~~q~m'l~q~~~fflcfi@'q 
~"q"ffiTTcf~tf>l~~~mmt,m qf<~<l1 ~WRl'Ol~ 
cfilfftrtf>l~~m Sl"llcl!<iictl ~ii ~~cfiffl~~"ll"ffiWITllT~ifctl~ 
tf>l~ip.ff.fmftf~7:JT~cfi m~i~~,~fuq~q;rf~ 
~ 1l_cf "ITT~~ 7:fT m f.fmftf ~ ~~ f <l~ clH~fclcfi f~ "9'"{ ~ i:m:urrtj¥ tf>l ~ 
ip.f f.:rmftf ~ ~ ¥RT tf>1 ~ i 3m: 3RR ~ ~ (Variance)~ fct,q ~ f 3m: 
m ~ 3RRT cfi q;J"{(l'fj tf>l. tf>1 ~ t, ~ f<=11<€Jqu1 ·~ ~ i:m:urrtj¥ cfi ~ "9'"{ ~ ~ 
* 31J"{(f 3RRT cfiT 541ffiili!cl ffl <l~ ~ ~ cfiT 00 cfi fuq ~ ~ cf;«fl i1 

I WiN q ftcll ~ -1 · ~-qft,mn (De_finition of Standard Costing) I 
~ ~ tf>l W'TI'O cfi ~ * 1«Ne: ~ t, ~ afu'mri cfi ~ -q, ''m qf<&1<l1 

~ ~ tf>1 ~ ~i ~· qf<tji<:11 cfil ~ f.:rmftf ffl cfi fuq ~ ~ 7:fT 

WU cfi w:nfi@ ~ tf>1 WAf cllWfqq, ~ ~ tf>1 ~ i • ~ "ITT cfiTf ~~ 
~ tf>1 ~ wt," 

lftoanfo~o~o, ~ cfi ~.""Jl1llq qfioqq1 "Jl11Tfirrr T/RolrllT. <if #,,,fl~ m, 
~1 cfl«tfil.,; Tffi:c;lrlit. 'ff gM'1r ~ ~ -cf ~ (incidence) cfi ~3#· </i7 ~ ~ 
~-qjT fil'fflrjO/ /1 11 

~ ~ ~o- lft'o ~ cfi ~ -q, ''Jf1llff ffi&/</1 'Jlf1TTfit ~ ffi!ffeFf <it {[<I> 
fqfq -; f.irnit. ~ ~ cf, ~ cf, fc;t-q "Jl11Tfrrrr Tffi:c;lrlit. cf;1 m fcti7ll ~ t ~ 'Jf'lrf'1 

'ff JRR}" <it -um 'ffVIT qif(flT Wff ffi cf, ffi"q q/t<ffel<fi Tffi:c;lrlit' <it "Jl11Tfrrrr -qftoq7jf 'ff gfTW <it 
~ .,,,, 
~ w1'tlnaiT ~ ~ ~ mm t % .. ~ qfh44., ~-f.14..,.0, "itfl" ~ 

ricfi.ftifi ti ~ ~ cfillffb,IHdl if," ~ l<'l'tt ~ amm 1R ~ finm_ ~ 
-qfuq-q--aicti ~'«"gt f.tQmn ~ ~ '5l'ffl f afu' 41«tfclcfi f.11:Ql«-i !IT lQ; c!:fllT "itfl" 
"{'f-f-1 Q mn ~-« ~ cfiT \il'Tffi' t 'ff1fT f~muqmf ~ '51'@' f afu'm ~ "cfiR'O'rr "cfiT 
"t@T~'511r-1fW~~~t" ~ 3l'T'EITT: "9'"{ ~ 611icll<<lq, tiEIRki-lq, ~ 
~ ~ * cllWf<:lq, ~ cfiT w:nfiIB ~ cfi ~ m cJil WlR cf;«fl i1 

JflnQ qf'lcll~-1 <f> ~ (Salient Features of Standard Costing) 

m qfl&1<l1 cfi 1@ (l(q H'-1~ f&a t-
(l) ~ cJil f.:r~-~ "ffiTTcf cfi ~ ocq 3:i~ ~. W1 q aqfl&1qf cfi m 

3IB11'-3fC1ll ~ fct,q ~ f 1 

(2) cllWf<=lq; ~ cfiT ~ 'qivffl 

(3) cllWfqq; qft&r:j'l' tf>1 '{cff1'Elfn.e1 ~ ~ ~I 

( 4) fcicRun' cJil f.:rt:IRUl ~ "31'cfi q;J"{O'j'j tf>1 • 'qivff I 
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(5) ,:ifcr6q -q qj~fcfq, ~ qi) WITT)~~ oo ~ ~ ~ ~ ~ ~ 
~qi)~~I 

~ Q f<cq<-1 cfi ffl1I ~ cf>" ffl '1i lcl~<.lcfi ~ 
(Conditions required for the application of standard costing) 

~ ~ ~ ~ ~ "3ffl7T ~ f.ii.ifcifoit1 Gffl3TI q,1 ~ ~-11<=4-t<-lch t
i . "3ffl7T -q ~ ~ 1:f1 ~ "q,"J ~ l{r,IT -q ~ m1T ~I 

2. ~. ~~ ~ ~ ~ ~ ~ ~ ~I 

3. "3ffl7T -q ~ ~ -q H<i?!Ufl<.j ~~~I ~ ~ ~ ~ ~;:;.of1'-lR•i 
o"WT~~~ffllflt~~'tf\lf@~~q@~~~~~ 

~ti 
I ~ qA_cqif cf>"~ (Objects of Standard Costing) I 

~ qf<sq<-1-1 -i:fi ~ ~ r1i.ifcif&a i-
(l) ~cf~ qi)~~ q@ WTI ~-~ 'ti\ f.rP-iro1 ~ <fir-RI 
(2) fcif'IA" ~ ffl <l,1 ~ -qyq;u 'd'?:11 ~ cf ~ qi) "UcfAlj ~ ~ 

~~'ti\ <=41~fcfqi 3TCfil chl ~ ~ ~mfur ~ il ~ ch1 "ITffi t WTT ~~l<1dl cf 
~q,1 ~ m1<f ffl ~-q ~ ~ ~ ~ ~ ~ q,1 "ITffi t, 

(3) ~ -q 3lf~ 3RR"Ol qi)~ aRAT o'!l qii.f,,ul<iri ~-a~m~lf<1t<:1 q,1 'qTcf-tT ~ 

(4) q;q;,11f<4f q ~ ~ (Cost Consciousness) "ffi-tll 

(5) ~ "("f"lll"o, ~ o'?:11 ~'ti "qi1 '{qij'll-tl 
(6) •~&RT~•~~ qil ~ aRATI 

(7) ~ ~ ~ ~ 'ti\ 31J7t ~ (Forward Looking) ch1 JI'~ ~ ~ "qi1 

~qi{-111 

I Sllilfolti qA_cqif (Standard Costs) I 
~ ~ ~ ~ 'q ~ 'wnm ~• "qi1 3{~ ~ ~ Lj(:tq'{llf t, 

~141.:tld'-ll w:ufi@"ffil@ "q,"J ~ "3-1" "("fl'l'fffi il molt -ffl ~ ~ ~ qf<ftt1@4l" q ~ ~ ~ 
cb1 l{r,IT 'ti\~~ il q,1 -;;it~ m11 l-1' ~ q,1 ~ im:~ f.li.ifclMd ~-

"WITfi,q TfR7Siq"l/ ~ '[<ff.t'tltnc1 eftcl1l1 t ~ flf; w f.rwfi:fr Cfi«rT I flf; ~ §f qRfftlfrt<ir 
-q·~~<lf"ffqfV(<PlfT{R7Siq"l{°iR~1'' ~~ll'ri 

''-wrrfi:rrr ~ -<fi] 31ti +nJ1,...,c11 '[<ff.t@lfffo qfi:#1&➔ f/Rolflll. t1 mrr I ~ WTURT 
~ TTfttrTT1ir, ~- 3itr qfN1c1-n· rt m tfiT ~ m rt m tt,1 ~ /1" 

-ftrlm.t filHWi4 
''w1rfw TfR7Siq"l/ ~ '[<ff.t'tlfnc1 ~I~ 7fUFll ~ rt 'FTf' l/fi:#1&➔ rt Jf111Tl1. 

3#r ~ ,3/➔/q:/</ct, olfll t1 tt,7 ~ "tt" -~o atrf o 11;1fo ito, ~ 
~ -qft'lT'fl31Y il ~ t fc6" "siq1ftm, ~ '{cfRt!.lffia ~~ f1 ~ afma' 

3fq;~t°~~ 'ld'lf~l.frr~~ffi ~lclttl.fl'{cfiti ~ ~ atclt-nifi-, 
"ifi~f.tttma ~~f1~~~'ff~1R"amnfur~fafR'ftWAT-mm 
clHktfqifi qfic441~ «!j¥1t-ldl 3mcfT ~«!j¥1("1dl ~\iITT.f"ifi~~~~~t°I" ~ 
~ -q, fciim ~ 1:fT Wi1 q,1 ~ "ffi1ffi "qi1 ~ ~ '{i:lH'Elfl<a ffi1IB il maT t -m % 
~ q,1 ~ qn:ftt1ra4l· it ~ ~ 1:fT wn ch1 m ~' 
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I ~Ri~tfftcfi ~ cm-<ifctcfi 4R&4ll (Historical or Actual Costs) I 
~@lilf~cfi ~ cfil ~ cm~~cfi ~~mm t, R ~fat;,f~cfi ~ Cfim ~ 

t ~ ~ ~ ~ ~ ~ f.:lft-;ra ~ "1@ ll 3lo: M ~-qr~~~ it~ 1R 
~ ~ -q<-m ~ ~ ~ ~ "1@i ~ ~fat;lfoqi ~ ~ t, 

Sl'ltRni 4R&4tc ~ ~Rii!tfflcfi qflsqtc ~ 3MR 
(Difference between Standard Costs and Historical Costs) 

(I) Jl'lffll«f ~ ~ Qfilf!rfi:!cfi ~-q< ~ ~ <fil aw:1R ~ 3!MH&1 <fil i1 
w:nfir@ ~ cfil4 ~ ~ 1l_cf ~ f.Nffur ~ ~ \J{@ f ~ ~@t;focfi ~ efiT4 ~ 
~~~~~"1@fl 

(2) ~clt;lf.flcfi ~ 11;cfi qt«ffqcfidl t ~ w:rrfi@ ~ ~ ~ i1 3lo: 

~Rn11f~cti ~ ql«tfqqi '1ftoqq ~ t ~ w:rrm ~ ~ ~ ~ ~ 
mat, 

(3) Qfil&ifocfi ~cfil ~ ~ ~ t ~ WTim ~ ~ ~ ~klf"'ld "!1 ~ 
~-q, ~@t!lf~q, ~cfil~~ ~~ ffl i-m Ffl"t;l Wfi"! ~ Wfill@~ 
cfil ~ ~ ~ ~ ffl i ~ JJTl<f ~ t, 

(4) w:rlm ~ cfi14<f11'lctdi ~ 'i("QiciH cfil 1:!'fCr ~ ~ t ~ ~@tilffi<h ~ 
~ cfil4-~~ ~ ~~ffll ~ "ffi ~~ <l'l ~ ctft ~~ cfil ~~fl 

(5) ~cltilf~cfi ~ cfil ~ ~@lilf~q, ~ ffl t ~ w:rrfi@~ "cfil ~ 
cfil ~ ~ ~ -m;:n ~ ft 

I g«l8tfflcfi qfl:catif qft-~ (Limitations of Historical Costs) I 
~~~~~%?fl \ifT ~ f ~ ~@lilfo<h ~ cfil ~ lffiq it~~ 

m ~ mm-~ q ~ m (Reporting) cfil ~mat~~~~~ 
1ft t ~~~~cf;~~ lffiq in mfifflm ~ l'fqT it~~ 
R'1f~f&a t--

(1) ~@tilfocfi ~ ifld' ~ ~ JJTl<f ~ t, ~ "cfil ~ ~ ~ ~ ~ ~ m 
~it~ cfil4 ~ ~ ~ ~ ~ ~,rlct,{ut ~ ifl-:q ffl ~'i<lHR ffi1J t, v:m ~-q' 
~ ~ cfil-4 -qr ~ ~ qj«ffqcfi ~ -q' ~ 3l1lcl¥<lcfidl ~ a:{f"'-fcf; °61 ~ t -al ~ "cfil 
~ <ft2i cfil 'lJffl ~ ~ Wf<Tii ~ ~ m -q< 3l<fj,1'1ctdl q 3lf'-ld&lf<ldl ~ ffi "61 ~t 
am: ~f.jl{jti{qi ~ cfil ~ oZ@@"t;l ~ ffl it 

(2) Qfiltilfocfi ~ ~ cfil-4 -qr ~3TI ~ ~ ~ ~ ~ ~ ~ ~ -~ 
~ tt ~: ~ ~ ~3TI ctft <fj,ltlctdl cfil ~ "ctTTRT ~ °61 ~ii~~ 
-q, ~ fcuff ~ ~ ~~ ffl i fcf; qj«ffqqi ~ -q{ ~~-qr cfil4 "q'{ ~ ~ ~ 
~ am: "<lR ~ ~ 3l1l<H<lcfi -qr a:n"~ t -al ffl ~ "cfiR 3'd(G)zj} ~ am: ffl WTT8 ~ 
~~~~? 

(3) ~@t\ifficfi ~ ~. ~ q ~ Rffl <fit wm ~ "61 ~ i ~ ~ 
~ '{dcfil~1 qft~@4f <t< ~ ~ i, 3lo: ~ 'WU R<rr'iA qi\ fc.w,m-fl<i ~ ~ "61 
~t 

<4>~~ ~"3"ffl1TI'-q'~cfil-4 ~ "SIT{pq ~ ~ 1l_cf m m-q ~ ~ ~ fu:1TT 
~ t ~ Qjd(itmcfi ~ ~ ~ ~ ~ f.lf.lffuf m -q' ~ t ~ i:41«ifqqi 
~~atctim~cfil-4m<Ur~~~m~~\jff~tt 
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~ ~ ~ "tT"{ c1,~fq4, ~ ~ ~ G\ ~ ~ ~ °ti cfi'ITI-q;,:ft ~ 
~3R'Rm~tf<ri~31qi~~f.ft:ITT"UT~m~~-mr.m~t1~~ 
m ~ fcrnt '3"W1f'tl(ff1fclf~~-qfcrnt ~ Cfi c11«1fc1cfi ~ lO~o, 11 ~o ~ J l ~o 
so~~ JI@~ 3lrn tm ~~ 3l@l tf<ri~ fl 3fq;)'~ ~ ~~ ~~ 
Rt:ITT"UT 'cfi1 ~'ffi l{R'I ~I m qf<&FH ~ ~ ~ ,m' 3Tiffi i1 

(5) ~fclt1rfflcfi ~ 'cfi1 ~ ~ ~ riffi q;-Ff i1 ~ ~ -q ~ m ~311 'cfi1 

f.rqfur~~tm~~cf,1~~~ c1,~rc1cfi ~~~~m-q~ 
~-w@'Til~~~q;-Ffi1 

~ ~'ti~~~ ffl * ~ cfifd1f~4l- q ~311 * ofqf "ff ~ i1 
~ ~ i:r_cf-f.fmfto ~ ~ i1 3«1: ~ cllWfclcfi ~ cfi1 ~ 31Tcf>1 "ff~ 

t, ~ ~ "tT"{ ~ cllWfqcfi ~ cfi1 i:r_cf-~ >lll'Ti:n' * IB'Al cfi1 '1fTffi t, ~ M lR: 
~ TTfi<l1 "tT"{ ~ ~ ~ Jlqic m ~ i ~~ ~ ~ ~ ~ q,l ~ ~ t, 
~amrftc@~~-~-q•~~~·'cfil"Glffi~"ff~tam~~ 
~<fie@~~ 61cfj,~l<i'ldl ~ ~ "tT"{ "ITT 3NTT ~ ~ cfiT11 W'llEI' mcTT i1 3«1: ~ i 
f<ri ~ ~ ~ ~ ~ m ~~ti~ 3lfuit:ffi ~ ~ q;-Ff ~ 
~ ~ * i:r_cf m ~ q,l "ffiT@ wnmr q,1-;jff ~ t ~ ~ cfiT ~~~~"ff 
~ i1 ~ ~ ~ ~ m ~ ~ cfiT f.fmruT ~ ~ i1 3Rl 'ti, ~-q ~ 
3lqi 1lTcfl qftf~fo~fq;) ~-qfflq,{ ~m~"t,3«1: ~ 3'.!f~~q fq~cil-l4l4 'lft~il 

3«1: ~ t f<ri ~~ ~ ~ ~ wmum ~ ~fot11foq; ~ * 3'.!ft:rcfi 
'lt!ttl'l"i !)lij i1 

~~ sio11Ml 3tn'3Rffil@" SI01if&i4i 
(Standard Cost and Other Cost Systems) 

m ffi1@ "SfOlTffi "ffi7@ ~-fc.fftf q,l ~ "SfOlTffi i ~ f.rqyuft ffl' -q ~ll;f am 
aii4'i::11Rcfi ~*(directly and formally)~ "ffi1'Tffi' q;) BfAJf<:"1i:1 ~ "lTi:1T i1 3R ~ 
.lllo11f~4j Ht) ~Rrn1fflcfi ~ c11wfc1cfi ("!"ff@~ (2) ~ "ffi7ffi "Sf0llffi1 

~ ~ a:i'R ~@t\l f~cfi ~ SI o ii f&i <-Ii 
(Standard Cost and Historical Cost Systems) 

~klt!lfflcfi ffilffi Jf01R"ft 'ti~ q;) ffl ~~-(incur)~~~~ \Jl@f i 
o?;(f~~~~~Wff'SRRcfiB~~m~~\Jj'@i~~ffil'@ 
"SfOlTffi 'ti~ ffli<l13TI * i:r_cf °ITT ~ ~ f.rmfto ~ ~ '1fTffi i O~I oi.iiclBlf~q; -qftvrrtj)' cfi1 
"lfq6!.fq1Ui'I ~ ~ '1fTffi ii 3"f<l: ~ Gf-TI 'ti ~ 3RR 'cfi1 ~~ ~ 3'.!f~ 'cfi1 ti m 
qf{c5q41 q "ffi1@ q;-Ff ~ ~ * i:r_cf "ITT RtTimf ~ ~ '1fTffi i ~ -~~lfflcfi qf{c5q41 'ti~ q;-Ff 
~ ~ ~ ~ <fil "ffffi ti Qfcit?lff!cfi "ffiJ@ cll~fclcfi "ffiJ@ (actual costs) mffi ~ ~ 
~ "ffif@~ ~-~ "tT"{ ~ ~ ~ * ~trrftf arof "ffif@mffi i1 ~ 
Jllffi11@ "ffi1'Tffi' q,l IB'Al c1,wrc1cfi ffi1IBI" ~ q,l '1fTffi t ffi1@ 'ffisi'i -q ~ m mira m ft<m q,l 

'1fTffi i, 
~~ afi'{ ~j¥.ilf.H1 ~ SI01ifc.t4i 
(Standard Cost and Estimated Cost Systems) 

m ffi1@ am ~ cifl@ Gf-TI °ITT SjOlff("lql. -q "ffiJ@ ffl ~ Im * i:r_cf °ITT ~ 
~ ~ "'1m ti ~ ffillfil- am >!1ffitl'@[ ffi1Tffl ~ f.:rmfm q,l ~ m ~ t ~ zyn' ~ m 
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~~~~(accounting procedures) W"l mill i ~ ~ ~ ~ f\Fl' 
~ i, ~ c:R)' sio11f~~~-rt~~ ~ ~ m i- . 

(1) "ffi1TnT c6 1{cf M t.1ho I cfiT mTcfiT (Manner of Pre-determinating the Cost)-W{l"q 
ffiTffi wrm-fl * ffil@ ~ °eft Wcff:114J'{i{cf> o'ql ~ ~ "B Wcl <tf ~ i ~ ~ 
ffiT@ wrm-ft * "ffi11m "cf>T ~ Sl!J©i'MI \{ctcf>l<111 3Tj'Gq "ti"{ ~ ~ i1 ~: ~ 
ri m 3Tj'Gq "ti"{ 3l"Tmftf ~ "ffi11m ~ ~ * ~ <tr i:rn 3lf~ ~ ~ 
~ (reasonable assessment) i1 

(2) 1f(wf (Emphasis)-W{l"q ffiTffi "5fUTTffi * "ffi11m ~ ~ * '~" (should be) "ti"{ 
~ R:<ll ~ t, ~ ~ *· ~ wrm-ft ~ Rmfuf ~ i fcfi" "1% ~ ~ qflfft4@ * ~ 
~-~ ~ "ti"{~~ 7.fl "Bqf <tf ''q:qy "ffi1ffi ffi ~1" 3lj"IIHC1 ffiT@ WJITT'ft * 
"ql~fqcfi ffillm" "ti"{~~~ i ~ ~ ffilffi ""IRT ~ i1 ~ m ~ ~ * ~ 
~ 3{Jtm: "ti"{ ~ ~ l@ 3lf 'l'.jo!:j'C@ ~ ~ i fcf;-~ G1 ~ qfl~fo q ~ 7.fl "Bqf <tr ''q:qy 

ffiT@ m," ~ W1TlFft *~<tr~~ offif "B -i:rri:rr sifTffi t fcf;-~ "ri. cll~Mcf> 
ffil@l'~fci;-<Rwfl,:{ffifti1 

(3) c§ii'IHdl cfiT q1q~og (BarometerofEfficiency)-w:rrq ffiTffi ~ * irc=f-f.Jmft:J 
~ qi) ~ ~ ~ ~ ~ * m fcf;-lfT ~ i1 ~ cll«lfqcti "ffi11m <tr 'l_i{f1'f:lille1 
~ "B ¥AT~~ <tr~ f.Jmft:J <tr -ifTffi i1 ~ "ffi1ffi ~ * 'l<iH'f:liRa 
3TjiJR ~"ffillm~~if~"ct>Tlffi 3lf'~>IDJ~'tl ~ -cfil4<fi~l{1dl cfi~~ 
~m~~~~, 

(4) ~41i\tF1 (Revision)-m "ffi1ffi wrm-ft * ~ * ooi! o<fi ~ mTI'q;f ~ ~ 
~ '1jif o<fi fcf;- ~ lfffif f.Jmft:J (incorrectly set) , <ii\ ~ ~ m 3l~ cfil"IR ~ ~ 
qf<ff¥4@<71 * RtlfftJ w:rrq ~ ~ "B lfffif ~ , "ITT °¥ m'I w:rrq ffiTffi ~ * ~ * 
qf{-iflPITT<fcR -=m ~ ~, ~ ~ ffiT@ WJITTWfl * ~ ~ i:fl~fqcti ~ "B qi-q 7.fl 
3lf~ ~"ti"{~~ ~-3,<TT'f:I ~ ~ ~ 3,<TT'f:I <tf cll«lfqcf> ctP@I o'ql 3lllffi 3,<TT'f:I ~ 
~ (expected)~~ ~ mnf~ <ii\ ~ ~ i1 
~ "ffi1@ 1j11TTffi * "ffi11m ~ ~~~"ti"{ ~ ~ i fcf;- ffil@ ~ 

(movement)~~~~~ t' o'ql ~ ~ ~ ~ ~ ~ ~ cfTffi "ffi1ffi ~ail~ 
~m{ "ti"{ W-ITTlt{ 3T:fl"R ~ ~ t' ~ ~ qf<&t'41 * ";ifl ffiTffi Rmmf <tf sifTffi i ~ ~ 
~ "ti"{ ~ mill t fcfi" "ffi11m qi)~ fcr.rorT -:m cm~~ o'ql ~ o<fi m ~ 
ft~~ ~wffiffl~~l 3IB: ~i~m qfloq141 *f.fmm,ffilffi ~ 
ffiTffi ~ "B 3lm ~ (stable) mill i1 .:m <f>R1l1 i fcfi" w:rrq qf<o1.1<11 ffiT@ ~ "cf>T 

3lj'llHa~ W1TTFft <tr~* "1% 3lf~ fq~c1e.ftq ffltft ~ ~ t, 
(5) ~c.iill (Appiicatiun)- ,fGN 'iR'4'i'.1 ~ wt.rl cfil ~ i ~ ~ <fi ~ ~ 

~mai~~ffilffi~ri~*m<tr\Jjjl~t, 
~~I~;"• ~ ~/ilcSi~.fh:1tt1 (Accuracy and Reliability)-w:rrq GRol.l'-11 ffiTffi ~ 

<tr "1% fclfq t, a:@: ~ 1l1'f ~ (l~ fq~q{l.ft'-1 ~ i ~ 3Tj'l'Tf.@ "ffi1@ ~ 1r'f 
~ ~ mffil a:@: q;q fq~i:f{l.ft'-1 mffi i1 

wn,:r qfl&1t:M am dil.Jtdl Ptt1..,.a1 it 3Fffi' 
1 (Difference between Standard Costing and Budgetary Control) 

m qf<oq<H ~ ~ ~ -zy:TT m siu11f~<ll ~-~ "B ~ ~ "B ~~f--'f:ld ~I 
-zy:TT "ITT ffiT@ WP-fUT <tr .1-1'1-llcl/ill~ siu11f~<1i i1 -zy:TT tflT ~-5l04.>E!c:hl'-I ~ * ~f:IR 

C1FIT-tfi ~mt, -zy:rr * ~ ~~ f.!mftf m "I'@ i ~ m <=11«1fc1cfi ~ "cf>T i:rrq am 
~ irc=f-f.f'f:lffuf ~~ "B gWlT ~ ffiT@ ~ 5l"llcllill<11 ~ ~ i1 "1% m "B 
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yi:rrq qf'lsqtt-1 aftt d4-ifl~l f.ttt.-,jO I s;io11R,t4'j ~ ~.Jfik4~ 

(Inter-Relationship of Standard Costing and Budgetary Control Systems) 

~ ~ cfl"ITT ~ t f<t; m ~ ~ ~ f.rF:iro1 qft 51011f~4j~ ~ ~ ~ 
+=rfsfi""'"'41"""'f-q=a cfi1 "IT~~ zyTT -q ,lTcfi ~ET <f, ffl ffi1@ <f, ~~\ii@ ~I ~ ~ 
~ ~ t, ~. ~ ~ t f<t; ~ JTOlTffi ~ JTOlTffi <t mYf ~ O\Q ~ ffl cfi«ft t, ~ 
~~.~~JllTTfo'@"ffil@f.rmmf~~im~~ffil@~~~aRRT~ 
~m~t~~~<t31cfil~~~<t3{qiWffifJ~~~"ll~t, 
~ O\Q Jlll1fo'@ ~ "<t f.rEfR1IT <f, ffl ~ ~ "<t ~ "<t °f(f\ (level of output) qil 

~ ~ &llcllt4if> ~ t ~ ~ ffl ~ -q ~ ~ Rmmf q)"{ ~ "fA ~ ~ m 
~ t1 ~: ~ f.rF:iro1 <f{ 3RflIB ~. f.rstT, ffi ~ ~ B'4f.-ttd ~ Rmmf q)"{ ~ 
"l"A~~ qf<oq41 "ct 3RPIB~, ~,aqf<oq4,ffl4'oifl"RN~ Bl.alf.>tld ~qil~ 

~ ~ m ~ t, ~ ~ "atcfi m cfl"ITT t f<t; ''m ~ JTOlTffi <t ~ ~ v:ct 
~ ~ <t m ffl4', ~ 'd~ ~<t ~ f.rF:iro1 qil m WJ'l{Tl ~ .a:i11cl:t4"1a1 m 
t," 3@: ~ t f<t; -zynr 51011R-t<r1. * ~ 3RR ma ~ ,:ft ~ ~-~ cfi1 ~ t, ~ 
~ ~ ~ cfi1 3lt¼"1d{ ~ q,iqf.llj'( q ~ ~ qi1 ffl M ~ t, 

'E4'R ~ f<t; fcnm ~-* m ffi1@ JTOlTffi <t ~ <t m ~ ~ f.rF:;roi JTOlTffi 
qil ~ ~ ~ t ~ ~ f<t; ~ 'ii@Tqf lFrf t f<t; f<nm ~ <l'T ~ <t ffi1@ men <t 
~ ~ ~ <f{ m Rmmf m <f{ ffl ~ °f(f\ qil f.rEfR1IT 3l11cl:t4"1 ~ t oif1 

~ °f(f\ qil f.rEfR1IT ~ <Rm m M "IT~ t, ~am~ f.rF:iro1 'Q;m ~3il' * 
,:ft ~ ~ "IT ~ f. ~ w:lT'l ffi1@ JTOlTffi 3l6qlcU.\IR."1 ti ~ "<t ~, ~ oq1 q1R"1 

mllfl <f{ ~ qf<oq41 qil ffl 3J6qlcl61R."1 t ~ 'Q;m mllfT -q ~ f.rF:iro1 ~ ~ 
U1Tll ~: WITT qf<oq41 qil ~ f.li:ifuft mllfJ3il' 'd(f) -mfim t ~ ~ f.rF:iro1 ~ 
~ cfi1 mllfT -q 3f'11TllT "IT ~ ti 

WfTtl qflsqi.4-1 qft-~ ~ctil' 3iicl~tlcfi 1"ra 
(Essential Conditions of an Effective System of Standard Costing) 

(I)~ cfi1 ~ ~ ~ "<t ~ (susceptible to planning)~ ~I 

(2) ~ qil ~ '3RIB ~ ~ ~ ~ ~ f<t; ~~ 3ffi cf,lf'i:UR.'-ff qi"!~ 

cfi1 ~ <t JI'@ fcwm:f iRT UI 
(3) ~ <t ~ <l'T ~ cfi1 "ffil@ ~ ~ ~. "1 f<t; ~ cfi1 ffil@ ~ 

~ cf, ma~ it ~ f<t;~ ,;ir ~, 

(4) ~ qf<oq41 ~ ~ ~ * ~ cfi1 ~ ~ <t ~ m, 
(5) m ~ <f, ~ m cfi1 fcff'-l ~~-~~~~~~I 
(6) fc;r;:wr, fq:tdifOI ~ ~ 't!fturrm q;) ~ q;) ~ m <t ffl -q ':tftVcrr ~ 

~I 

(7)~~~1r<fi'R ~ <tl ~~-•Jlll'TCJl'<t ~q-qWTftf qft ~ 
~<tri~1RffiUI 

(8)~q;TWif1:1 qf<oq41 ~<fillf'ij~ffi~~I Wcf;~~ ~t 
f<t; Jlll'TCJI' <f{ ~ 'q ~ ~ ffi ~ 'd~I 'l6ti:!'{uf ffi'{1JTi cfi1 ~3i)'-q ~ m -q 
~ ~ fi ffi'{1JTi q;) ffl ~ ~ Sll{fhrct, e.-1UTI' -q m 00 "IT ~I 

(9) 'E4'R u f<t; ~ ~ qil m ~ ~3il' qil ~ m fl 3i1t11r1<ti ~ 
<t~m3lf'~~mt, 
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~ qfhic~tM ~cfft ~IQ'11 

(Establishing a System of Standard Costing) 

fcf;-m ~ "G' m qfl~q1 ~ tlft ~ ~ ~ f1Yf('!f@a <R1:f "3oR ~ 
~i-

(1) ~~cfft'~ (Establishment of Cost Centres}-I.C.M.A. London~ 
~. ·~~~~ft:elfu.~~~<tt11G (~~~) t~~ 
~~~~~ta:fR~~~~~fflM-il@lit''1

~~ 

G1WfiR~"ITT~i-~qf~<6~~~31~qf~cfi~~l~~~fcf;-m 
cil{fc@ ~ ~?.Jo m <fl~ hf~cfi ~ ~ ffl ~ ~ ~ ~ ft:elfu ~ ~ ~ 
w<iif.-tjd "ITT <fl ~ ~~qf~cfi ~ ffll ~ ~ °G' ~ ~ ~ ~ m ~ t1 ~ 
~~~fM~~~drj{i:_i4lmoTtl~~(l;l~~"&l~ 
~ M '1fRT ~I ~ ~ WfiR (l;l ~ ~ ~ 1ITT m-;ft ~I 

(2) l§'@T cfil 4•ffcfi{OI (Classification of Accounts)-m qfl~il-i ~ ~ ffl' Cfil 
~ ~ ~ cfi'{1l ~t1 ffl'<fil ~ wm ~ fcfi<U~ ~ ~~~ 
~ ~ mq ~ ~ m ~I ffl' ~ -ml ~ 3lR fcm;)flui cfi1 ~ ~ ~ fM 
~~~(Codes and Symbols) (l;l ffl M -il@T !1 ~ ~ fM ffll@ ~ 'ffiql' ~ 
~ f.li:..if('!forn ~ q;'( m fcfi<U ~ ~ i-

ooo - l 00 Direct Material 

l 0 l - 200 Direct Labour 

20 l - 250 Indirect Materials 

251 - 300 Indirect Labour 

30 l - 400 Other Expenses 
(3) ~WUQ'WV<m' (Type of Standard Used)-m qf{oll lH m ~ fM ffl 

~ "\;JR cl'@ m (l;l a:rr'f.ITT: f.Jft.ra cfi'{1l ~11 311"4/li!cfi t ,1 ~ <tt ~ m <tt ~ q 
fql(q~.-flildl1RR"Rfflt1m~(l;l~~tf-im~JJtlffe@~~f.Jtrtfufm 
(l;l 3iT'f.ITT: ~ ~ t1 fcf;-m ~ "G' m ~ @ii AYf<.'lf©d~ ~ 3iT'f.ITT: m ~ i-

(i) ~wntr (Ideal standard)- ~ qfl<{0 [a1 }{lTilJ (Perfection Standard) ,ft ffi t1 
ffl qft ~jcfi_cld4 q[<f(-l!l@qf <tt ~ qi"{<fj f.Jtrtfuf ~ (l;l ~ 311i:.1'f ~ ~ t1 ~ 
m '*4l{<IMcfi-.,. 31~1cH\IR<6 ~ a:fR ~ ~ 3fc!ftr o<fi '1tl' fstiillf-<4a fcfi<U ~ ~ t, ~. ~ 
cfii:fil1f<qi· ~ fM ~ ~ ~ ~ JJGA ~ t 'tR1l ~ 31511L44lil ~ ~ CfiR1l1 m ~ ~ ~, ~ ~ ~dlct-11fua ~ t, ~ ~ m ~ 'ijil{ffl fcfi<U 
-il@T ti 

(ii) Slf41flHf wntr (Expected Standard)-~~ '1_o q c:@J:JR ~ ~ Cfil ~ 
-q ~ ~ -fiR: 3fc!f~ -q ~ 'cfi'T'4 ~ <tt ~ <tt ~ ~ i ~ ~m ffl t, ~ 
"G' ~ m ~ ~ WcTT !1 'tR11 ~ m ~t-<tcfii("ll:1 ~ i1 31Cf: ~ ~-~ 1R fflfR 
~ 'WTT ~ mor ti ~ ~ ~ ~ 3fc!ftr ~ ~ -q ~'filllt.1dl ~ mr~ 
m t <fl ~ 3iT'f.ITT: 1R ~ m ,ft mr~ mrt m' cfilfqffi ~ ~ '511'<1 qi'{ wt 3IR 
cfii:fillR.'fi. °G' mf~ q 3l<filll<i1dl sFft ~I 

(iii) ll'l1fRf wntr 11'1 SIIIZl-il4 anu f.larn~-t ~ (Normal Standard or Attainable 
Good Performance Standard)-ffl~ ~ ~ ~ Cfil ~ "G' ~ ~ ~ ~-~ 
m ~ m ~ ~ ~ ~ m ~ i1 ~'ti'~~~~ 
,ft ~ m (l;l ~ ~ m ~ ~ ~ ~ moT t1 ~ '5l'tfliq' "G' ~ ~ (unavoidable 

mailto:f.1~R1f@d
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wastages)~ 3l'h1llcitll ~ ~ <iiT m "l'fl1 ~ -iTT('fT i1 ~ ~ ~ "B cfiTlf ffl 
"[Q:~~cfil~qi""{~l1w,rq~~~-qw,rqm~~llR,jf@t~-q 
~ 9 o1.11c1t!1f<q; irn ~ am: wif m ~ cfi4i:11n:lfl· q,1 ~ -rt ~ "TI ~ t', 

(iv)~~ (Basic Standard)-<ffl' Ffim 3lltm: cfl'f ~~'rt f.rft;:@ fcti1:JT 
lFiT ~ ffl i1 ~ w,rq ~ ~ ffl 'rt~ w:ft ~ ffi1i irn ~ -m ~ eif&lqi1 q ~i4cfii<h'f 
(Index Numbers)cf>l 1J1l'RT~ ~ >fllTTT ~ ~ i1~ ~~. ~ 1990~ 3IT'f.lTI: cf'f 'rt 
'3l' ~ <iiT ~ I ~o fr.m;n tam 2000 'rt~ I <io 20 ~ Jlfu fr.m;n m -iTT('fT t m 3lltm:'1_o 
m 'rt 20 ~ <iiT ~11-n~;,i1 ~ ~, 3ll~~ m cf>'t ~ fcml@J ~ t ~ ~ 11:<fi' 
~ 3lqf~ ~ ~ ~ ffiTT t ~3M~ 'rf Jira cfl'f 'tj'ffl~ ffl ~ 3llcW.fcfi ~ tt 
~ ~ ~ 11:cfi' 3lqf~ ~ ~ cf>1 ~ ~ 3lqf~ ~ ~ ~ cf>l ~~ti . 

(4) wntf qf<aq"4-, ~ ~ ~ ~ (Organiz.ation for Standard Costing 
System)-w,rti 4Roi.1<-11 cfi1 Sl"llcl'!_Uf ~ ~ fu-q 31lcl/l<lcfi t ~ olfcml"<l'-~ ~ fcrt1:FJ ~ 
~: afct1forn (designated) m' 3ITT ~ 3lf~-tffiq (lines of authority)~: '1.Jft"llfi@ 
m1 m qfl:o1.1<l11 ~ cf>1 ~ ~ ~ ~ cf>1 fq/lclfFll<tdl -q'{ f.rik cfi«TT t, ~ fu-q 
~ ~ t ~ Wntl1 ~ ~ <iiT d'd{<:.IP-ll"'l fcfim ~ ~ 3lifq( 11:cfi' mi{fcr cfil 
mtrr ~, ~ mi{fcr 'rf ~ cf>'t ~ olfcmT<l' cf>'t • c1 3lT<iiT< ~ ~ f1A-f1A m 
~ ti 11:cfi' ~1 ~dlrli.ii ~ -q et"ll'4dlll f.11--tf<."lf(Sld ~ cfil ~ mi{fcr-q ef.:¥ift.td ftfi<-IT 
";jf@Jt-

(i) ~ f?tw;ifi:fi (Production Controller)-~~~ fu-q ~ ~. Wf am: 3qfl:o1.1qi· <iiT ~ 'S1'<:.R ffll 
(ii) Ai'll'~ (Purchase Manager)-~ fcrt1:FI' ~ cf>1 m"'l'ID cf>1 ~ ~ 'Sl'<:.R 

ffl oifl afFifR -q ~ ~ 11ftc@;{ cf>1 'Sfcf@ ctiT ~ ~I 
(iii) fl~ei•ff"4 ~ (Personnel Manager)-~ ~ ~ 'qift~ cf>1 ~ am 

~ -q t,=r '<:.'<1' 'rt ~ cf>1 e'"llcl1I~ ~ '{qf:i'IH 5IGR ffll 
(iv) ~ ~ 3lfi:14:.tfl (Time Study Engineer)-<ffl' ~ ~ "B fcrt'1A 

fsti<l'T;m -q'{ t11'R ~ w:rrft@ ~ <iiT ~ ffll 
(v) ffl'IT"n ~&ii:fiH (Cost Accountant)-~~ mi{fcr <iiT 11:cfi' ~ m 'l~t€l'i_'if ~ 

~ ti ~ lNt 'Sf'qiT{ ~ ~ ~ ~ 'Sl'<:.R q;{ijJ t, lecfiT ~ cfiTlf mi{fcr ~ ~;m 'rt 
~ ~ 'cfiv'l1 am:~~~ w,rq am: m ~ ~ ~ cfivff mor ti 

(5) ~ qf<aqtalfil'~~ (Setting of Standard costs)-m ~cf>l 
~ q 3qqifildl sn:rrfi@ ~ cfil ~ q Fcw .. e-il<tdl -q'{ f.r'ltt cfi"{ffi t, 'SIT-f <ffl' ~ ,t ~ 
~ ~ ~ cfi) ~ ~ ~ ? ~'rt~ ffl fcfim 11:cfi' ~ cfi) ~ ~ lfcfiffi t '4T ~ 
ffl ~ fu-q 11:cfi' mi{fcr ~ ~ mm t, 11:cfi' ~ m:trT -rt ~ ffl 11:cfi' mi{fcr m ~ t ~ 
~ ~ ~. sfl.:r 3lf~. :?lfcic1•ff<t ~ ov.n ~ 3l~ ~ ~ t am 
~ ~ ~-~&141ci ffl i ,1 ~ mi{fcr <iiT ~ ffl ~ ~ '<Kq-'fl'l1TIIT, Wf Cl 
aqf<o1.1<i-~ fu-q m ~ cfivff m i1 ~ m f.Ff ~ f.!fttra ~ '5fffl t-

. (A) ~ 'ffl1fdt' (Direct Material)_.:m:q~ 'fl'l1TIIT ~ ~ ~ ffl ~ ~ 
f1'-if('lf<sld ~ <iiT ~ cfi'\11 ~ ffl t-

(1) ~ 1ITTIT ~ (Material Quantity Standard)-~ ~ -q'{ • ~ 
~ ~ ~ ctt ~ "fl'l1Tift "lBf! WTTtr' cnremt ti ~ ~ ~ 3lf~, 1f,f ~ am 
<1et<tR<fi cl $""1R<tR•t ~ (tests)~ 3lllm -q'{ ~ ~ ~ ti ~ ~ ~ ~ ctil 
f.r'ltuT fcti1:JT ";jf@J i m ~ f.r'ltuT i _ twt ~ 'fl'l1Tifl cfll ~ -iir,n ctiT ~ ~ cf>'t ~ 
-~ f.ffim qi{Cfi, ~ "B ~ qi{Cfi v;cf ~ ~1 i:-lllcllcfi( a:Jifqf ~ ~ ~ c@lWr 
~ ~ ~ 3'J'llcf ~ 3lltm: -q'{ fcti1:JT ~ ~ f 1 
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(ii) mirol' ~ ~ (Material Wastage Standard)-~ ~ fcrff:f "'Cl'"{ mi:nft cfi 
mtJRi ~ 8;l<TI' <fil 1TT51T mlTifi ~ m ~ i1 ~ ~ ~- ~l'll...qi141 mt:rm cfiT ~ 
'GP1 3fc'.Wl" ~ m -ifTffi t, 3fi1: ~ ~ ~ <fi1 ~ 1TT51T ~ cfit1T ~ mcfT i, ~ 
l@ 31J<qq q ~ fcl:tc§lqo1 cf;~ "'Cl'"{~ fcf;-qr-ifTffi ii 

(iii) mirol'~ ~ (Material Price standard)-~~ -qt ~ fcrf'l'.Ff 1fq;R 

cf>1 mlfID cfiT ~-~ mlfID ~ m ~ i1 mlfID cfiT ~ ~-~ ~ ~ ~ 
o?.11 ~ -q' ~"ilfqd ~ ~ q;) tqR-q'~ ~ fcf;-qr-ifTffi i1 ~ ~ ~ ~ 
~ ~cf;~ cfiT ~ ~'11~1"11 Cfi\ WTT ~I 

~ 1PWTI cf;~~ cf;~ mi:rm cf; Jl1llfo@ ~ cf; ~ ~ ~ ~ 
~t, 

(B) ~ w:r (Direct Labour)-">l'F'W l3l'I' cfi ~ ~ ~ cfi ft.m. H"'1R-lltii1 
m~~";jj"@f-

(i) w:r~~ (Standard Labour Time)-~~ <Jr~ "'Cl'"{~~ cfi 
ljfllfqi" cfiT ~ q5r ~ l3l'I' ~m ~ t, ~~"'Cl'"{~~ ~ .mt!Ri ~ 
~1'11...qMr ~ m ~- ~faif~d <fi1 "fRfi t1 ~ m ~ ~. ~ cfiJ4<§:tl(-ldi ~ fcffrli ~ 
~ cfi ~ "'Cl'"{ ~ fcf;-qr -ifTffi t, ~ m cfi ~ "'Cl'"{ ~ q1f cfi ~ cf>1 m§qJ 

f.!fN<f <fi1 ~ ~ ti ~ ljfllfqi" &TU ~ ~ q@ ffl cfiT -qrq fcffrli ~ ~ cf; &TU 
fcf;-qr ~ t <ftU ~ ~ cfi ~ ~ ~ ~ ~ ";jj"@ fl . 

(ii) w:r~~ (Standard Labour Rate)-~ qif cfi ljfllfqi" q;) ~ ~ ~ ~ 
~G{ ~G{m~i, ~ JJfli-~ ~~cf>'t~f-;m"'Cl'"{ ~m§ql-q 
ljfllfqi" ~ m, ~ ~ l@ 31Jtfcf, ~ -qftq&,:r <ftU ~ ~ ~ ~ tj'i:jf.lofqf ~ q;) 
!Z!R -q' ~ ~ <fi1 "fRft t, 

aqg~ 1PWTI cfi ~ cfi{ ~ "'Cl'"{ "SI@~~ lJfli ~ cfi ~ mffifl ~ ~ 
~~~fl 

(C) aqf<&1c.1 (Overheads)-~ ~ <Jr ~ -qt ~ ~ <.f@ aqll&14l. q;) 
qf<qtf1:tftcl, c:1 WlR: ~ 'qT1TI -q ~ m ~ ~ Jfffi f-

(i) qftchf•Wf'IH l!i!l'tr (Variable Expenses)-~ ~ ~ <fi1. 1TT5IT -q' -qftq&,:r cfi 
~-~lUll~mfflfflomat~~~ ~mt, 3fi1: ~cill<fi _cfi~*~ 
~ <Jr "SI@~ Jllfflt@ ~ G°{ ~ 'f.1-i] it ~ mcfT ti 

(ii) ~l!i!l'tr (Fixed Expenses)-W<!R ~ ~ <fi1 lTT5l11 -q -qftq&,:r m "'Cl'"{~~ (11 
~ m f ~ ~ ~ WlR: ~ qf<qtf1:tft<.-1 ma fr~ 1iU 31clff:f <fi ~ WlR: cill<ri 
<~ ~> cf;~~ ";jj"@ t 3ih: m ~ 31clff:f-q' ~ <fil 1TT51T <~ ~> cf; 
~ "'Cl'"{ "SI@~ <Jr "SI@ 'Ef0"2"1 f~< ~ • ~ (Fixed expenses recovery rate)~ <fi1 
"fRfi i1 ~ ~ 1l_U 31cfi'l cfi ~ WlR: cill<fi-q' ~ 31cfl'l cfi ~ <fi1 lfr-U cfiT 'GP1 ~ ~ <fi1 
"fRfi i1 WlR: ~ cfi ~ -q' Jl1fflt@ ~ cfiT ~ -'1"'l ~ cfi ~ f.lh" "Sl@:t@ cfi 
~ "'Cl'"{ ,ft fcf;-qr -ifTffi i, 

mimt, lJfli <.f aqf<&14l. ~ m ~ ~ cfi ~ Jlfu ~ Wffitm -qftoq-q ~ ~ 
~~t, 

(6) ~~-lr,fq;~clwfT (Preparing Standard Cost card)-3'.Rf"q, ~ 
~<JT~cfi~~w:uft@~-~~~-ifTffitl~~"'Cl'"{~~<JT~ 

"'Cl'"{~ mi:nft <fil-i:n;;iJ q ~, lJfli ~ q ~ ~(, aq!loq4 • G< o~ Jlfu ~ ~ ~ 
~ ~ ";jj"@ fr ~ cfiR•<lf1cfi ~ ~ ~ TJ<ff t-
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Standard Cost Card 
Product .............. .. ....... Date of Standard ......... . 

Elements of Cost Code QtyJ Price/ . Deoartm~nt Total Per 
Hoon Rate A B/ C Unit 

f f ~ f f f 
I. Direct Materials RK25 20 I 20 

SN60 80 2 160 
RB IO 50 4.50 225 405 3.00 

150 
Nonnal Loss 15 

135 
2. Direct Labotsr M30 20 1.50 30 

W20 IO 1.00 10 
C IO 6 2.00 12 52 0.39 

3. Variable Production IO 15 20 45 0.33 
Overheads 

4. Fixed Production 30 25 80 135 1.00 
Overheads 

637 4.72 

I µq,qq,14 ~ (Standard Houn) 

m qf<oqq1 ~ ~ 3Rflffl 'si,:uqc6lq ~• lliG q;) ollf(JCfi 'fil{ 'lR ~ M ~ t, 
~: ~ l{{ ~ ~ ~ ~ ~~ t1• ijl'11;:q041 ~~qi) iiiif', r-11, W 
~ -q' 'Sr«tiG M ~ t fcn-g ~~aif-q, fc1~t1cf>, ~ ~ ~~ ~ -q 
-qr-qt ~ t, ~ ~ ~ ~ ~mt,~~~.* f.fim ~ * 5,ooo c-1 
•~5,oo,ooo"tf-l~~~ctt~tm~~-q:~~~~q;)~Wf 
~a@.1141~~,m~JlUl@t-q~'Jft~qft~aif~~~~~Cfil 
~ m ~ ~ ~ ~ ~ t, "41" ~ ~ ·si'11qct,lq "6fO"ll' mt, si,:uqq,lq ~ 
~ 'ill'i ~ ~ ~ qft 3W{A ~ ~ CfiT ~~~~mt,~~ 
~'ctt~A;m~~cttwAt'Jft~infttt . 

Sl'114<6l4 'fl1Gr'Q;cli ~ ~ f ~ ~ "41" ~ ~ ~ f f.11 ~ ~ 'q' fctrn;:rr ,qipf 
ffl 3ltftU fcna-it ~ CfiT ~ ffll C.I.M.A., London ~ ~. "Standard'hour is a 
hypothetical hour which represents the amount of work which should be performed in one 
hour under standard conditions." Sl'1fqcf>14 ~ CfiT f.rf.lttUl ~ q 11ftf ~ (Time and 
Motion Study)~~ 'lR ~ IDU M~ t1 ~ ~ ~. * fcfim cfim9A -q fcfim 
~ 'ctt 100~ CfiT ~ IO 'el'Uii 'q' l1ffl t "ffi ~ SlfM<f>14 ~ cliT ~ IO~ "'1RT 
~I~~ 'q', ~ ~ S1'11qqilq ~Cfil ~ ~ 'ctt IO~~ ffll 

m ~ 'SIVJJffi -q ~ ctt 1fO'AT -q ~ Sl'1tqct,lq ~ CfiT ~ ~ m t, 
~: cfi14<fi.~'cta, ~ ctt lfURT q;f ~ m ~ si¥11qct,lq -qv2 ~ ma t, ~ -eivii ~ f.fim 
~ 'ctt ~-lITTTT "1t ~ ctt ~ ~ 'tt ~ ~ ~. * "QJn S1'1fqct,l4 ~ -q ~ 'ctt 
1o~Cfil~m1t am *fcti-m~ ~-q' 100 S1'11qcfilq ~ tm~ 3lcff~Cfil 
~ IOOx IO= 1,000~~~1 ~ Sl'1fqqilq~~ cO~f~~~wA'I 
m fcmuT fq~(:ft101 M ~ t, · · 
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I ~ q !):sq lM cf>~ (Advantages of Standard Costing) 

~ ~ ~ -q >f'1l11 qf{olJlH ~ ~ ~ H'-'lf<:1f<.m1 ffi'lfi cf>1 3mTT cf>1 ~ 
~t-

(1) ~ 9,@Qic-H ~ "mt-r lAAT (Simplification of Cost Book-keeping)-
. -w:nfim ~ ~ cll«lfqq; ~ ~ ~ ~ f WTI ~ cfill qlfq mm t ~ f<fim ~ 
~~ ~ ~ m~ffl ~~w~ "ffq)"fffifl wort, c11«Jfqcfi ~~ 
-q~~~~~~"Cffiolj'lf~~~~i,~~mqf{oq41Tf~ 
~ ~ 3lf~-q Q,i:fi{i:\4cll ®TT f1 

(2) qf<f.lt<'M f.lt&.m~-, cfi lJl1f <fit' 3mm" (Basis for Measuring Operating 
Performance)--w:nfim ~ ~ fui.TT3ll' cf>l ~ ~ «R qil' ~ ~ ~ ~ qif 

q;r:f cf>@ i, WWI 4Roll41 it cll«lfcl4i 3lcf>1' cf,11fqftjy ~ WAT 'ffl ~ ~ 3l1GR ~ ~ 
cf>1 ~ <ll ¢l"fi~ll1cll <1>1 ~ ~ cf>1 ~ ~ f1 

(3) gt-Hl<'icfitii (Comparability)-'Sfqfq YK&llH q W1R llfCf-~ ~ '5J$T ~ qi]"{1JT 

~ ~ 3lcff,::r ~ Fsti~ictil-11 lff cf>l ~ ~ ~ fsMlcfil'illff B WAT qif ~ 3l1"IT{ JlGR qi«fT f 1 
~ 3ll'ElR'icf m (Basic Standard)~ fRq ~ ~ ~ ~ t ~ ~ 3lcflt"l' ~ ~-~ ~ 
~ ~ fRq 3lf'~ (Index Numbers) qif Wft1l ~ -il@1 f1 

(4) qf<aqqf ;f cnlIT afrl f.14-5101 (Cost Reduction and Control)-m 4K&lll1 Tf 
~~-fui.TT ~ m ~ 4ii4<fi~lctcll ~ 3l1"IT{ ~ ~ ~ ~ t ~ m ~ WITTY 
~ c:m~fqcfi ~ cf>1 "¥'Rf cf>1 "ffift t ffi"{llT ~ 'cfiRUTI qif "tfffi wnm -il@1 t ~ ~ 
d'd{c.141 ~ ~ ~ cf>l~ f 3ITT ~"fi ~lctcll qi ~ ~ ~ ~ ~ ~ Cfi'OI~ 

~-q "cfi'ift 'l11 'Bcfiffi f WTI olllcle1f4c♦> fsli<n3l(' "CR Sl'llcl'("f f.rip.;r!Jj W 'Bcfiffi f1 

(5) flltt.6tlftitt1 (Economy)--w:nfim ~ ~ ~ "ff f ~ ~ 3Rflfcr 
~ ~ ~ m cf>1 &111cl~4c♦icll ~ mcfil ~ ffl cf>1 ffi1@ ~ ~ -q m 
~-~ (Standard Cost Cards)~~~ i 3ITT ~~~WM, w:r cf~~ 
cf>l ~cf,{ ~ -"ffift f, ~ iff{-~ mlllft-l:fl7T-~,~ ~q~-~qif Wft1l 
~ ~ m"ITTI ~ ~ cf JJfl:r cf>1 ~ .r,;rcf mcfl f I 
. (6) wtv' ~ (Faster Reporting)-WWI YK&l41 ~ YKi:11<."H ~ (Operating 

Data) qifffi ~~milt, SifMc.•fl" ~~cf>@~ &llcleif4cfi ml3ll' "rf ~ ~ 
~ amft1 ffi ~ ~ Jl<if".l ~ ~ ~'-IIUftlc♦i ~ ~ 'Bcfiffi t1 

(7) ~-f.!•1!·"'19 if~ (!-!c:lping in Budgetary Planning)-mJ:00, lJfJ{ cf 

~~~.WITTY~~~~~ <fiB -q ~ ~ fif<."f<ft f ~ ~ 
~~ ~ ~ O'l~~~~~~i, 

(8) ~ afrl ~ ~ cfiT ~ (Formulation of Production and Price 
Policies)-~~~~~ qf{fftlfuqf cf>) t2lR Tf ~ f.rtti:@ ~ ~ 
i, alo: ~ ~ oqc1e1f4~· cfl1 ~~ ~ 3l1RR cf>1 muJT ~ i1 ~ ~-~ 
~q;r:f~~~·1tcfm~~f.f'-llftf~m~~~f'Rq~cfi~ 
~ ~ m, cm m qR&141 ~ ~ ~ mffift ti~~~ YK&1ll1 ~~ 
m:g cf>1 ri ~ ~ m ~ ~ ~ "61a f ~ qi c:I l«lfqcfi qf<ollll1 4' ~ :f?:111:i•=rft ~ t1 

· · (9) i:dt6tl'1r ~ (Cost Consciousness)- 51414 YK&lll1 ~ ~ ~ q;i:f:,,11fl4Y ~ 
"Cffiolj'lf ~ ~ f I ml qif ~ ~ ~ ~ t ~ Jl<if".1, cfii~~lz.lcll -q ~ ~ 1tIB 
si~rl~nt1t,~~cp)~~~tf<tiq;m~~mlJ{m~~cp)~~ 
m ~ ~ ~ ~ m ~~~I~ ~-q ~ amft f oen cfi4i:IIK<-t.,i 
cf>1 c♦>14cfi~il1cll ~ t, 
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(10) ~am~ (Management by Exception)-,rqrq qfo,lllf-i ~ ~ "B 
~~~ "tl' ~ ~mR, ciiT ~~~mill t ~~ffi"{Ul fqlJ~t:fOI ID"{[ 

ftfill73ll' cit ~ ftfill73ll' "B 1I~ M ~ t ~ ~ ~ ~ ~ ~ ftfill73ll' ~ 
~'=ITT il' m 3lCRT ~~qi""{~ ti 

(11) ~<fiT Sl'iflcl'{Of 3Rl'm (Effective Delegation of Authority)-~~ 
ffil@ <B:~ ~ ~ t ~ fu-q RW@ olTfc@ d'cll<llfl ~ ~. ~ >foFtfcii ~ Qcfi"IU ciiT 

:m:~a11ct<h ~ <i){ ~ t, ~ cf>4il,Rlj'Y ~ au<<1P-1ci:I' cfi1 'GTcAT ~ ti 
(12) ~ qf<oqq., if~ (Helping in Inventory Costing)-m qfh,lfi..11 "B . 

~ qf<oqlf1 cfiT <fiT4 ,:ft~ m ~ t, ~ ~ -q' ~ cfi1 i:fl;ffm fuw ~ t, ~ 
~~~~cfil~~m~"tl' l'(cfi"~~m~~~t1 ~: m 
qRoqi..11 ~~~ 'l~icf>1 ~"Rfqi-~ crnl 1l'{ ~cfil~llG~~~il'~ 
~ cfiB cfi1 3ll<:l/i'-lcf>dl ~ ~I 

(13)~ ~ 44:@4icf 31~H lqi:{ll-1j•IHl~W ~ (Basis for Incentive Wage 
Systems and Bonus Payments)-~-WUU ~ ~ ffl 1R "ITT 3llmi't, "ITTffi tr 
3Rqi" ~ ~ ~ ~ <-11 ~ 3lf'~ t;t1t-1tt1tct<h <Wf cfiB ~ <ti4ilrR,ri cit 
3lf'~ ,:ft ~ i.1 

~, -~--q fl_oQ_l4_-i_ch1' __ ~--. -. (L-inu-·-ta_ti_on_s_o_f_St_a_nd-a-rd-Co_s_ti-ng-..) I 
(I) ~ ~ (Expensive system)-M ~ il' ,rqrq qRo.q.q.:i cfi1 >fUTR-TI 'ffi1l 

cfiB <iiT cfiT4 ~ m ~ mill ti ~= mii--mit ~3ll' ~ fu-q ~ "5l1'T@t 3lf~aoq4) 
~t, 

(2) ~ 3ttt ~ (Difficult and Complicated)-~ "5l1'T@t ~ 'ffi1l cfiB ~ fu-q 
-mqR-n-ff,qi-urr.:afo-<fl" <6 ~ 3TEll<R, ffl ~ ~tl'R cfi1 ,-J-11<=4:tllc:fi<II "itm i1 <wt~~ m f.fmfui 
cfi"8 ciiT ffl a) ~ "ITT ~ mill t I ~ fu-q ~ cfi1 3ll<:t/ill<MI mat ~I a:IB: ~ "5l1'T@t 
~ ~ ~~ il' m 'ffi1l cfi1 ~ ~ t ~ ~ ~~ ~ m, 

(3) ~ f.tc.1.:,cu, c1ft" 31icl:{1Qi:fidl (Necessity of Budgetary Control)-~ "5l1'T@t cfi1 
-~ ~ fu-q ~~~ ~cf,1 ol-l'cWU"ffill~ ~i-m fcn ~ 'q ~ 
~ ffl t, 

(4) ~j4,a:tidl (Unsuitability)-~ "5l1'T@t ~ ~ ~ fu-q ~ t -;;it fcn 
31Wiffe@~"iR@f o~~fflml)~cfi1 ~lc:l~llc:fidldTI~ ~ "tfKc«R ~~ t1 

(S) ~"$1',m(' {Adverse Effects)-<ITT!'. ~ qiT «R ~~ta)~~ 
t?tilc'fl1foa mrt a:m: ~ 1R ~ 1.1-M:t11f1i:fi "Sl"1TTq ~ ~ i1 

I ~41f..acfi ~ (Theoretical Questions) I 
~ cftd a+rih:,1 ~ {Long Answer Type Questions) 

1. "5l1llfir@ ~ "B <P-ll ~ t ? ~ cfl«tFc!c:fi ~ "B f<tl:t 1l<m: f1Ff ~ ? 
2. "5l1llfir@ ~ "B <P-ll ~ t ? m ~ WfiR ~ ~ ~ t ? 3l18 "3""'n1 -q 

~~I 
3. fcnm ~ cfi1 Wffit@ ~ ~@t?lf~c:fi "ffl1@ qiT 3Rf< ~I ~ ~ ~ fu-q 3l'fCl' 

~ 3lf''Ejq, ~ ~ t ~ ~ ? 
4. ' '~ ffiT@ ~ ~ ffil@ i ~ ~ ql~fqq; ffil@ ciiT ~ ffil@ ~ 

m~ ¥RT cfiB <iiT ~ ~ cfi1 ~ ~ ~ i1'' cf'<TT 3l'fCl' ~ ~ * ~ i ? wt 
~I 
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5. m ~ ~ m qfloi.j<H -q' 3RR ~I WITT qflo1.j<l1 q;- ffi'TI cfil cfO'R cfiU 
~ ~ ~ ~ >lcfiR q;-~-q' "ffi1l cfi1 ~ t, 

6.m qflc441 Cf<l'Tt ?~~~f.l<trurm-q'~Jrcf;T{~ffli? 
7. 1{lffiir(1 qflo441' ~ CfiT "tl'ft'lffe@ ~I <lcfi" ~ ~ ~ ~ ~ ~ 

CfiT m qflo4q1 Jl11lRiTT ~ "ffi1l ffl ~ I 
8. ~ ~ ~ m (111@ fcrt'-q -q' 3RR ~I "<Pll ~ ~ siu11ft1<-1i 

3-f.:a~klf•~Hf f ? 
9. '1fqfq ffi1'@ fcim ~ ~ <fi1 ~ ~ q;- m~ ~ t, ~ ~ ~ ~ -q' 

~ ~ m -q" ~"IT~ t ~ ~ m ffi1'@ ~ o1.11ctt;1Rc:fi ~ 'Wt ~1" ~ 
~ cfi1 ~ ~ ~ ~ ~ q;-~ ~I 

10. ~ f.rqfuft ~ -q° m ql'<Qll41 ~ cfil ~ cfi1 "c:fiflf-m cfi1 ~ ~. 

~ ~ d+t-0~ ~ (Short Answer Questions) 

1. m qf<o441 ~ ~ "<Pll ~ 'ITT ? 
2. m qf<&141 q;- "<Pll ~ m.;r f ? 
3. 1fqfq ~, ~ CfiT "tl'ft'lffe@ <linl 

4. wmt@ ~ ~ ~@t;lfoc:fi ~ -q° 3,-.:a-{ Cli"UI 

5. m ffi1'@ am 3lj'11Hd (.'ffT@ SIU1if(1ll"'i cfi ~ 3RR ~ <lini 
6. m qfloq41 ~ ~ ~ -q' ~3ll CfiT ~ ~I 

7. m qf<oq41 Jl11lRift -q' ~ ~ cfi1 ~ . ~I . 

8. m qf<oq41 ~ ~ f.l<trur q;-~ ~ 3RfU CfiT ~I 

9. "<Pll ~ f.r:i3'l1T ~ m (111@1 ~ 3l-kl~klf~t1 f? 
10. "<Pll m 'ffil@' ~ ~ ~ ~ ~ ffl51"~ ~ WWt -q° ffl "IT~ i? 
11. m qfloq41 <fi1 "<Pll ~ f ? 
12. m q;- "<Pll 3'.l'ltm ~ "I) ~ m qfloq<-11 -q" m m "IT ~ f ? 

13. m'iml11,llw:rr:J~m'lm~m~"ti'"lim;;J@f? 
14. ~~m~ ~~w=nq~mrimfm;;J@~? 
15. f<f;lJ>1<fiRq;-~-q"m~~cfil~WWT~..r@1i? 

I c4~Hto ~ (Objective Type Questions) I 
l. ~ ft5 ~ f.1"1 R-1 f&ri cfi?.r-1' '~If ln' '~ I -

(i)m ffi1'@ ~ ~ ~ ~ ~ tt f1 
(ii) ~ ~ ~ 1Jtl'rtr anffc1i'dl'.f ~ ~ am:nfuf t m ~ (111@ an~ ~' 
(~-(i) ~. (ii) ~ 

2. ~~ qft°Q' (FiU in the blanks)
( i) w:nfu@ ffi1'@ •••••..••••• (111@ ti 
(ii) ............ cfi1 ~3ll' q;-~ m wm'trn ~ Jl11lRift cfil mm l3ll t, 
(iii) m qf<oq<-11 ... ........ . m1TI -q° an~~ ~ ~ ~ ~ ..r@1 ti 
(iv) w:rr<il' q;-~ >l<fiR f ........... . 
(v) ~"Ff m ~ ~ q;- ............ WW1 q;- m ~ m ;;J@ f1 
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(vi)m~qft~ ............... q,1~-q~ffill"ITT~t1 
(vii) Rmfut m ~ ~ JRR mt~ ............ q,l ~ q,l ~ ti 
(~-(i) ~ Rmftf, (ii) ~Rrn1f~cfi 'ffil'@' ~. (iii)~ 3lR $"'1f.P-IR•I (iv)~ 

m, ~ m, ~ m 3ITT: 31T'.m:'i<f m, (v) f.RT ~ ~, (vi) mil ~3TI, 
(vii) cfl«1fc:!cfi ffll@l) . 

3. lllf~~ (Select the correct answer)
(i) ~ qf{olllj-f -q "ITTo1 t-
( 31) ~ ffilfcf q;i ~ (oil) m ffilfcf ~ R'ffiVI 
(~) ~ffilfcfefil f.tfui@cfivlll 

(ii) m qfl&1l-l1 ~ ~ t-
< 31) ~ ~ l:ffq -q (oil) ~ q;-q ffl -q 
(~) ~ mfi;rn ffl -q1 
(iii) 31T'.m: m ~ ~ ~ t-
< 31) arc;q 31cfftl ~ m (oil) ~ arcff~ ~ m 
<~) ~ arcff'l ~ m1 
(iv) m qft&1l-11 ·-m ~\if!~ t ~-
( 31) ~-~ t (oil) ~ min ~ cm t 
(~) 31Wlffe@ ~ f.lfira ~ \Sfffi i1 
(v) m qft&1l-11 -q >[1flfo@ ~ qft ~ qft ~ t-
( 31) cflf(lfqcfi ~ ~ (oil) ~ ffilfcf ~ 

(~) qRc1<f1:trll-1 <ill@~ 

(vi)~ l3l1l ~ m ~ cfi14<f?,:t1Hdl 'CR 3ll'llftf t, o1' ~ ffilfcf "ITTTft- · 
( 31) ~ (oil) ~ 

(~) "cfml 
(vii) ~ WTifG'o ffiT@' WWI q,l \jfffil t m ~ &1Ri~&1 ·q,1 lITTIT ~1'l1~al-11 m-
( 31) 'cifill (oil)~ 

<~) ~ .r-tt Wft (?:.). 31f~ ~ wrR qJffi m 
(viii)~ ifR ~ q,l 11t WlTtr ffil@ cti1ft ~ -m \jfffil t, ~ ~ ~ t-
( 31) ~ "Sl+Wl (~) ~ m 
(~)~m (?:.)~m 

(ix)~ qf<'qll-111· ~ WWI &IU -m Wjfq 1{\T ~ \if! wt~~ 'ITT~ \if! wt~ 
~\iflcflt-

( 31) ~ m (oil) 31T'.m:'i<f m 
(~) ~ m (?:.) Jr~ m 

(~-(i) (oil) (ii) ( 31) (iii) (~) (iv) (~) (v) ( 31) (vi) (oil) (vii) ( 31) (viii) (oil) 

(ix) (~)) 

••• 



[ill fat.1~01 fa~~t:f 01 
(Variance Analysis) 

I r~iHOI fc::1~&11::401 ciiT ~ (Meaning of Variance Analysis) I 
w:1]11( qf{oqq1 ~ qil ,iqlflflicli ~ 3Rf1IB ~ '3fR cfTB ~ fq.l(t'\qUj ~ ~ 

t1 ~ qj«jfqcfi ~ ~ ~ ~ "cfi'J 3Rl{ ffl t ~ ~-R.f,~tcOI 

ql~f'et&i f.t~lc{-1 aittJrEnQT~Cffi.r f~/ilt-ltilOI cfil"~fcfftr-grart1 ~ ~ ~ "cfiT ~ 
~~-~fcfi.:n-;jf@'ftfcfif-;rm)~~~fcrf'l'.F'l~'q~q,l~"cfi'J~ 

~qivtl~ 'll?tq9,_-0f ~I~ ~~"cfil ~~"ITT~~~~ ~i \ifof ~ 
fcfi ~ ~ ~ ~ ~ d'd(Gi4l cfiT<l1TI cfil ~~~~I 3@: ~ "cfiT(1JlT q;) ~ 
~ ~ -q-( ~ Jl'qlq "cfiT ~ ~ m ~ ~ -q ~ ~ ~ f<fi ~ ~ ~ ~ "cfiRlTI 

~ ~ f.r<F?rU1 ~ 3Rf1IB i ~ ~ ~ ~, ~-fc!,?~qu1 ~ i1 W, fcW?lquj ~ 
3lllfq' -q ~ "'l'Br ~ "cfiT ~ qivtJ ~~~~~I ~ fq,?<rlquj -~ 3Rrfu 
ciR ~ ~ i-(1) ~ ~ qivtJ, (2) fcfm,rr ~ ~ "cfi'J 11ill "WIRT ~ (3) ~ "cfi'J 

~I ~ ~ ~31\' "cfiT ~ ~ -q 3TFl R<TT 11<l'T i1 

fchHUO qi7 &11@::11-~ 3th: !,4@r{>H fcliHOI 
(Interpretation ofVariance--Favourable and Unfavourable Variances) 

\ifof qj«jfclcfi -qft,rrrq 1l_cf w.:ifftf ~ ~ ~mat m ~ ~ ~ ~ t 
oefl~~~~~~mm~~~~tt~~"cfil~~ 
oefl ~ ~ ctl ~ ffi"{1J'f tjt ~ i1 -m'llo<.ldql ~ ~ cfil<l'.Ji¥1cldl "cfi'J "S@lq; 
"tfRl ,if@'f i ~ ~ ffi'('Ul 3l~¥1cldi"cfi'J "S@lq; "tfT1T ,if@'f i1 ~ ~ ~ f<n<rlquf ~ ~ 
~ ocfl lfffif tjt ~ m ~ i1 3@: ~ "cfi'J4 -q ~ ~ ~ cfil 3llq.l(qcfidl ~ i 
~ ~ ~ ~ ~ ffi'('Ul m m ~ ~ ma, m f{qi"ffi t f<fi ~ ~ ~ 
~ ~ ~ ~ ~ ~ m ~I ~ ~ ~, ~ ~--qr,rr ~ 

. Bl'llo<.ldql ~ CfiT Jl'fi "tfT1T ,if@'f i ~ \ifof ~ ~ -~ ~ ~ ~ B'4f "'-ld 

fcf;.:n "'1clT i ~ ~ 1lcfl ~ i fcf; ~ ~ WU1T -q -~ 31f~ ~ ~ ~ ~ ct} 
~:--~ (rat~ of output) fiR ~ m1 ~ ~, -~ ~ -qR cf@ cfi4·cUR<n' qi) ~ ffl 
~-~ ~ <fil 3lffcldl ~ ~ ~ ~ ~ ll'fTT -;;rr ~I~ oW -gm tjt m ffcfi1IT 

if<fi~~~~~fcffli<l~~~m~~<fR~fcrsfi"q-qr,rr~ 
~ m -;jf@'f i m ~ ffl{1Jl ct}~ ai:1ct<:"lai ~ ~ ~ ~ ~ ~ -;;rr ~1 

3@: ~ i fcf; fcu1Ff ~ ~ ~-q-( 1l~1I~ fcri!R ~ ffl ~ ~ 31f{ffi "q 
~ ~ ffl m ~ ~ -qft,rrrq ~ ~ ~ '3fR ~ f-;rm) ~ ~ 
~~~cf>(~i ~~~~ ~jcf¥.U-fl'{4cfi fct,?~qOj ~m~t, ~ ~m 
cfil ~ ~ ~ ~ m cfil Sl@<fi<:"ldl ~ ~ ~ tjt 3Titlql m oT v;m ~ 
cfj'tjt ~ ~ ~ ';;r( ~ ii ~ ~ fql((.'jqOj Cf~ <fefl ~ ~ ~ tlll~ ~ ffl 
-q ~-<rl<sMl<:"l qi)~~ -mr-ft ~t ~ ~ -1lcfiT(' ai.:a<-f14f4.1a ~ ~ m ct} 

Sl@<fi<:"ldl "cfiT ~ m ct}~~ B'lllflf"1d cf>(~~ oefl m ct}~ ~ ~ 
m .~, -
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~ ~ m m1TTfl ~ m -q ~ 3lf'tr<fi ~ ~ B ~ ~ frR 1flft mm 
mtrnl TITTl"I fcrif{'01 <tt ~ ~ ~ ~6:l ~ "5lcfiR Tifil ~ ~-

Material Quantity Variance 

Less Material Yield Variance 

= ~ 5,000 Fav. 

= t 3,000 Adv. 

Net Quantity Variance = t 2,000 Fav. 

~ ffl "Q"{ 5i f<lim Wl'TtI ,tt,~ <TT Sl@'!ictctl cfil ~ -qrq ~ t1 

Ptti'?f00tl ~ ~PtCt'?f00ti Rli:HOI 
(Controllable and Uncontrollable Variance) 

fcrif{'Ol-~ -q R4r:i!OTT4 ffl"{lJTT cit 6lf-14r:i!OTT4 fcri:Run B ~ cfiBT ~ moT 
t, ~cffl'ft:vml f.lq.,jonq (1'1f~\iffiffi~~~fcnm~ ~~ 
~qi) a·tHi~itfl<mm~lBil~~m, mlTTfi~~,tt Sl@<fi:-ltll ~ 
~ ~ cfiT{Ul i ol ~ m ~ cit f.Rl~ -q HIW=U~l ~ ~' flfqc4,ff4 dlf~ cit~ 
~ ctt ~~m. ~ 3lf~ cit~~ ctt m1TTfl ~ ~ ~~ 3{v.fqf ~cit 
mtmt ~ m -q H1q{q1~ ~ "@ii 3'tl<~1<.fl ~ ;jfT ~ ti ~ ~ <i~<h101 B f-14-:ilunii 
ffi"{UTTcfil~~mort~~~~~ctt~~t,~~ffi"{UTT 
cit~ m ~ ~ -qTI "3oT ~ ti -mt: ~-cl@q,H cl)l ~ ~ m ~ t ~ ffi"{UTT ~ 
fq)i<.9qo1 -q f14r:i!Onii ~ cit 61R'-lr:il0nii ~ B "tJ~ ~ 3ITT ~ ~ ctt ~ -q 
"ffi1.t I 

~f:tq.,.uRq ~ ~ 3tW1 ~ ~ ~ t ~ ~ lii ~ fcnm ~ 
~ftfmtr~q;) afl<«14l ..-tf ~\ill~t m<r: ~ ~ ~ cfiR1lTT B mor i -m 
~ ~ ~ ~ B ~"?@~I ~ ~ ~. ~=qf.tuj4 ~ cfiT{Ul ~-~ -q ~. ~ 
cf;U "q ~ ~ cfil(OI @m ~ ~-q ~ ~ ~ cfiT{Ul i ~~~"ITT~~ 
~ ~ ~ oqf<ffi ~ ~ ~ ,tt 3'tl{~l<.fl -;:im· ~ ;jfT ~ it ~ cfil{cfi ~ ~ 
f.flF3fU1 B ~ "?@ t, ~ -q: ~ fcrcRui'I' cit~ m ~ ~ ~ -q: ~~ <fiBT m, 

fcn,r-;r ~ cfiT f.liR:m m ~ ~ f.t4..;;iuft4 ~ cit "ffi'll-ffi '3ffi -q t;@~Ra 
'<ti'{~~ i am: 6lRll-?tuft4 ~cit~ (Inventory) 3ITT ~ l:lR'f <tt ("l'JT@ (cost of 
goods sold) -q ~ <tt ~ ~ ~ ~ ~ ~ ~ -q -if2 ~ ~ i1 

_ I rci.iHOn° ~I cl'ff'4HOI (Classification of Variance) I 
WlltJ qf<oq41 3ITT: ~ f.r:F:;rut Jl'1Tl@I ~ ~ ~ ~ ,tt l'JURT ,tt \ifTffl ti 

WlltJ qf<oq41 ~ ~ ("l'JT@ ~ ,tt 7J1TA1 ,tt \ifTffl i 3ITT: ~ m<r: ("l'JT@ ~ ~ 3lT'elR ~ 
f-ii.:iR-ifo,a "5lcfiR B ~ ~ ~ i-

< I) J«'q'aJ mtrnl ~ (Direct Material Variances) 

(2) ~ Wi ffi"{'Ol (Direct Labour Variances) 

(3) 3qR&1ll ~ (Overhead Variances) 

( 3{) qf<c4J1~TTH 3q'R&1ll Ffq{'Ul (Variable Overhead Variances) 

('iii) ~ 3qf<&1ll ~ (Fixed Overhead Variances) 

Cost Variances at a Glance 
J, 

J J, l 
Material Variances Labour Variances Overhead Variances 
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1{t-l" ~ ~ ~ ~ ( qf<cld11iil{1 3qf<"'4~ ~ cfi1 ~) ~ ~ ~ ~ 
f-(1) ~ ~ ~ (2) lIDlT ~I ~ mxJm ~ ~' WI-~, 3qf<"'-l<il. 'Ii\~. 

3Wcl1 ~ ~ fcrsfiq ~ ~ ~ ifil -qrq f ~ ~ mll"!fi ffl cfil lIDll, ffl -q' ~ 
lJTIF~11'll, ~ ~ ffl 3l~ f.ut@ ~aTI° cfi1 ~ ~ ~ ~ 1TTG ~ ~'44f"-ld fl~~ 
~ q;y ~ Wlfq ffi7@ ~ (fcrsfiq cfi1 m -q' ~ ~ ~ ~ f) m ti ~ u
~ qf<ctd1:tft(1 3qft"'-l<il. ~ ~ -q' lIDlT ~ ~ ffl ~ l1l?ll ~ ~ ifil ~ aqft"'-l~ 

cfi1 ·-G{ 'Ii\ ~ Wlfq ~ ~ ti 
~q;y~g-cfrff qlflqi{OI fcrq{ur~q)J{1JTTcfil~~~~i'ffi ~ 

~ i1 ~ ~ ~ cl•llcfi(OI cfiT ~ ~ ~ ~ t, m-9 ~ cfi1 ft:emr-tja)'q Tf 
~Glllifli-

lr--(1-)-~--minft'---~- T.4-. -~o-,-(D-1-·re_c_t _M_a-te-ri-al_V_a_n_·a-nc_es_)--,j 

~ l1fCIJft ~ ctl~fcciji ~ ~ 1l<f-f.lt.ltftr ~ ~ ~ 3Rf< ~ ~ ~ fffi 
l1fCIJft ~ cfi1 lfURJ cfi1 ~ i1 ~ 3Rflffi lfURJ ~"IA~~ ifil -tja)-q H"l@f&a 
~ T( ~ ~ t-

MCV =SC-AC 
or (SQ X SP) - (AQ X AP) 

j, 

MPV= AQ (SP-AP) MUV= SP(SQ-AQ) 
j, 

J; J, 
MMV = SP (RSQ- AQ) MRUV = SP (SQ - RSQ) 

or MYV = SR (SY - SY) 
~ ~ T( ~ fcu'1:R ~ l1fCIJft ~ q;y ~ ~ ~ t-
(1) ~ ffl1'ffi' ~ (Material Cost Variance)-ctl~fqq; ~-l1l?ll ~ fffi 

~ cfi1 WW@ l1'ffi cfi1 ffi7@ ~ ~ mll"!fi cfi1 ctl~fqiji ('fl'I'@ ifil 3Rf< 'mirnt ffi7@ 

~ ~ ti wr ~ Tf-
Materia1 Cost Variances = Standard Cost - Actual Cost 
or MCV =SC-ACor(SQx SP)-(AQx AP) 
When, Std. Cost (SC)= Actual Output x Std. Rate per unit of output 
or SC= Std. Qty. of Input for Actual Output (SQ) x Std. Price per unit oflnput (SP) 

AC = Actual Qty. Consumed (AQ) x Actual Price per unit of Input (AP) 

~ 'Sl'lffit@ffi'l@ c1,~rc.iji (ifl@ ~~mm 3Rf< ~ ~ ~·~ t ~ 
~ Wltftm '{1'T7@ c11~rc.iji ffi7@ ~ ~ m m 3Rf< ~ fcr.:RuT lWTT, 

Cost Variance= Price Variance+ Usage Variance 
Usage Variance= Mix Variance+ either 

Revised Usage Variance or Yield Variance 

. ·. Cost Variance = Price Variance + Mix Variance 
+ either Revised Usage Variance or Yield Variance 

(2) ~"'Flf'fcRrorr (Material Price Variance)-~ ffl cfi1 ~ m-Gm ~ ctl~fqcfi 

~ ~ 1i<f-~ ~ < ~ WTifuf ~) -q' 3Rf< ~ cfiRUT ~mt, ~ lfURJ 
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Jl'lfflt@ ~ a:ft( ci,~~.., ~ ~ 3FQ{ ~ m ctt ~ mirnl ctt q@fq,., 'tITTl'J ~ ~ m ctt 
"'1cftt,~~"q-

Price Variance+ Actual Qty. Consumed (Standard Price - Actual Price) 

"ll'fc!: ci,~rq,., ~ wmtra ~ ~ q;.f mm~~ ffi{Ul ..,"~'~'" oifl ~ fcr<ltto 
ftl1rn -q ~ ~ fcr,:w1y ..,~~,~•iii 

(3) lJ('qffl' ~ ftmm (Material Usage Variance)-W Quantity Varianc~ <fl 

Efficiency Variance ,:ft ffl t, ~ .fc:riR,rr ~ ~ ffl -q sRffl ~ ~ cfiT t:fTCl ~ 
cfi'UfT f I ~ i:Cl~fqqi ~ 'tf\ ~ mi::oft cfi1 cil~fqqi 'tITTl'J ~ m ~ 1l'lffll@ 'tITTl'J -q 
q;.f <fl 31f~ -w) m ~ ~ fc:riR,rr ~ m<IT f1 ~ ffi"{01 mi::im ctt wmtra 'tITTl'J 3fu 
ci,~~.., tfl';ff ~ 3FQ{ cit~ ~wmtra~~ ~m~M-;;J@Tt, ~~ "q-

usage Variance= Std. Price (Std. Qty. -Actual Qty. Consumed) 
When, SQ= Actual Output+ Std. Rate of Output 

\jfif ~ <fi1 ci,~~.., 'tITTl'J ~ 'tITTl'J ~ q;.f m m 3FQ{ ~ ffi"{01 ~ f oifl 
fcfq-fuf ftqfd -q 3RR ~ fc:riR,rr ..,~~1~•111 

Illustration 1. lfR ~ ~ fcfim ~ ~ ~ ~-q 1.50 ~o JI@~ cfi1 'ffil@ 

cfi1 80 q ~ cfi1 61161/i~iifitll mm f, ~ ~ ~ ~ ~ ~ ~ 'tf\ ~ i:rT"lfl 7T1:fT ~ 1.75 
l"o Jlfu q 'ffiT@ ctt 75 ~ mi::oft tfiT ~ M -;;J@T f 1 ~ cfi1 1J1l'Rl ~I 

Solution : Basic Calculations : 
Given: SQ= 80 kgs.; SP= t 1 .50; AQ = 75 kgs.; AP= t 1.75 

Workings: SC= SQ x SP= 80xt L50= Rs. 120 

AC= AQ XAP= 75x n75 = t 13L25 

Computation of Material Variances 

(1) Material Cost Variance= Standard Cost -Actual Cost 
=t 120-t 13L25= tll.25Adv. 

(2) Material Price Variance = Actual Quantity of Input 
(Standard Unit Price-Actual Unit Price) 

=75(t L60-L75)= t 18.75Adv. 
(3) Material Usage (or Quantity) Variance= Standard Unit Price 

(Standard Quantity-Actual Quantity) 
= t L50 (80- 75) = t 7.50 Fav. 

Verification : Cost Variance= Price Variance+ Usage Variance 
or t 11.25 Adv.= t 18.75 Adv.+ t 7.50 Fav. 

m'lf!ft ,3q(.4'1•i ~i:HOI cfi'T f'et~(.\qOI 
(Analysis of Material Usage Variance) 

f.r'ltuy ~ -q ~ ~ ffl cf,1 ~ ~ ~ ~/(~quj ~ m ~ ffi"{01 cit 
~-'tITTl'T ~. ftl'~ ffi"{01 tl'ifl mnf~~ ~ -q ~ M-;;J@T t, ~

Usage Variance= Mix Variance+ either 

Revised Usage (or Sub-Usage) Variance or Yield Variance 

(A) lJ('qffl' ~-lmn' ~ (Material Yield Variance)-lfg' illil(UI (l,:fi ~ 
(arise) 1Tffi'i~~qfr~ (rate of yield) ~'gl'I fcfim ~ ~ 'tf\ ~ mi::oft 
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~ co~fqcfi ~-lIDll am WTTrIB ~ ~ ~~lIDll ~ ~ -m 3RR 31@1 t_ ~ ~ ~ 
~ ~ i1 mo ~o "Q:fo ~o, ~ ~ 3ljBR, "Direct Materials Yield Variance is 
"that portion of the direct materials (total) usage variance which is due to the 
difference between the standard yield specified and actual yield •lbtained". ~ ~ 
cfil~~~RJ:;Jwrcfilm~~-

Yield Variance= Std. Rate per unit of output (Actual Yield - Standard Yield) 
or SR (AY- SY) 

or Std. Rate per unit output (Std. Loss - Actual Loss) 

Wh S d R 
Standard Cost of Standard Mix 

en, t . ate= - ----------
Standard Output from Standard Mix 

Std. Yield= Std. Ouyput from Std. Mix x Actual Mix Total 
Std. Mix Total 

&m,§£0(1-jcfi fz~foi(.ff (Explanatory Notes) 

I. 3A ri ~ fcri:RuT 3,RR fcr-.:RUT (input variances) ma t ~ ~ 
~-"t!T51T fcft:RuT ~ ~ fcri:RuT (output variance) mar t, ~ "'"' c:u~fqcfi 
~-lIDll wmrrn ~-"t!T51T ~ q)t{ m m 3RR ~ fcft:RuT cfit\(-11~• 11 am "'"' ~ ~ 
~-"t!T51T ~ 31f~ m m 3RR ~ ~ ~(-11~•111 

2. mtr.fl ~-lIDll ~am~~ fcri:RuT zyn' m ~ ~ m-q ~ 
~ "tJTq ti ~-"t!T51T ~ 3W'@ (output)~ 3lTEl'R 1l\ ~ cfiT "tJTq qi«fT i ~ ~ . 
~ ~ (input) ~ 3Tit-m: ll\l 

3. "'°' ~ ~ ~ ~-~ 1fcfiR ~ -~ (input) cfiT m ~ ~ i ( ~ "'°' 
ftr~ ~ ~ m> m ~ ~-"t!T51T ~ am mtr.fl "¥" ~ ~ zyn' ~ WfR 

~ <~ 2 -q ~>, ~ ~ -q ~ ~ cfiT m ~ ~ t m ~-"t!T51T ~ 
cfiT ~ ~ ~~ ~ ~ ~ ~ "ITT1TTI (~ 4 -q ~I) 

Illustration 2. ~ m ~ ~ cfiT f.rqyur cfitffi t1 ~ i Ffi" ~ z;:r ~ ~ 
~ ~ 100 ~~ cfiT ~ m,l ~I mllm cfiT JI@ C'1' ~ ~ 10 ~o i1 ~ 
2019 ~~~-q~~~ 100 C'l'~f.Tiffi:rocfil~~~ 10.50 ~o JI@ 
C'I' ~I~ -q; 10,200 ~~ cfiT ~ ~I 

~~~cfil~~I 
Solution: 
Given : SP= t IO per ton; AQ = I 00 tons; AP= t I 0.50 per ton 
A Y = 10,200 articles 
Workings: 
SQ = Actual Yield + Standard Output per ton = 10,200 + 100 = I 02 tons 
SY = AQ of Material x Std. Rate of Output per ton = 100 x 100 = 10,000 articles 
SR= SP per ton+ Std. Output per ton = 1O+100 = Re. 0.10 per article 
SC= SQ x SP= 102x 10::c ~ l,020(or AO x SR= 10,200 x Ql0= t 1,020) 
AC= AQ x AP= 100 X 1 Q50 = t 1,050 

Calculation of Variances 

( 1) Cost Variance = Standard Cost - Actual Cost 
= ~ 1,020 - ~ 1,050= ~ 30 Adv. 
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(2) Price Variance = Actual Quantity of Input (Std. Price - Actual Price) 

=100(~10-~10.50)= ~S0Adv. 
(3) Usage Variance = Std. Price (Std. Qty. - Actual Qty.) 

=~ 10(102-100)= ~ 20 Fav. 
(4) Yield Variance = Std. Rate per unit ofoutput (Actual Yield - Std. Yield) 

= 10 p. (10,200- 10,000) = f 20 Fav. 
Verification : Cost Variance= Price Variance+ Usage Variance 
Or ~ 30 Adv.= ~ 50 Adv.+ {' 20 Fav. 
and Usage Variance= Yield Variance 

{' 20 Fav. = {' 20 Fav. 

Illustration 3. mlUft ffiT@ fcRw7r ctil TJURT cfiTI ~ ~ ~ ~ Fcm:-l <I 01 ~ : 
Standard material quantity per unit 2 Kg. 
Standard price per kg. {' 5 

Actual value of material purchased ~ 4,800 
Closing Stock ofMaterial 200 Kg. 

Actual Usage per unit 2.5 Kg. 
Finished Stock Sold 220 Units 

Closing Stock finished goods 
Solution : 
Basic Calculation : 
A Y = Stock Sotd + Closing Stock= 220+ 20 = 240 units 
SQ= A Y x Std. Usage per unit = 240x 2 = 480 kgs. 
SP= {' 5 per kg. (Given) 

AQ used = A Y x Actual Usage Rate= 240x 250 = 600 kgs. 

20 Units 

AQ purchased = AQ used + Closing Stock of Material = 600 + 200 = 800 kgs. 

AP= Actual Value of Material Purchased= {' 4,800 = {' 6 per kg. 
Actual Material Quantity Purchased 800 kgs. 

SC= SQx SP= 480 x {' 5= {' 2,400 
AC= AQused x AP= 600x {' 6= {' 3,600 
SY= AQ ll,;ed + Std. Usar~ Rate= 600+ 2 = 300 units 
SR= Std. usage per unit x SP per kg. = 2 kg. x {' 5 = {' IO per unit 

Calculation of Variances 
( 1) Material Cost Variance = Standard Cost - Actual Cost 

= {' 2,400- {' 3,600= {' 1,200 Adv. 
(2) Material Price Variance = AQ Consumed (SP-AP) 

= 600(f 5- t 6)= {' 600 Adv. 
(3) Material Usage Variance= SP (SQ- AQ Consumed) 

= t 5 ( 480- 600) = {' 600 Adv. 
( 4) Material Yield Variance= SP per unit of output (A Y- SY) 

= ~ 10 (240- 300) = {' 600 Adv. 
Verification: M.C.V. = M.P.V. + either M.U.V. or M.Y.V. 
or {' 1,200 Adv.= t 600 Adv.+ ~ 600 Adv. 

http:100(~1O-~lo.50
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(B) m1f!it ftrl).lUT ~ (Material Mix Variance)-lfg' ~ n1ft ~ WM t 
~~~f;rirlur~~~~Wfil't~~w'5TQT1Tfcfim';jJ@Tta~R'rttrr~ 
-q° fclf"Fl m Cf>1 mtlffi cfiT ffl ~ RmfuJ ~ -q° ~~~ml lfto arrfo \;lfO ~O 1 

~ ~ ~. "Direct Materials Mixture Variance is "that portion of the direct 
materials (total) usage variance which is due to the difference between the standard 
and actual composition of mixture." 

'ffil@q ~ ~ Cf>l ~ ~ ~ m Cf>I ~l(i.,lqOj ~ ~ moT ti~ ~Cf,1 
"JfURT ~ ~ ~ qjf<lfqcfi fql}11JT Cf,1 ¥" -qr,iy cfiT ~ ~JJfUT ~ ~ ~ ~ ~ 
JrlTift@ ftrJJrUT ~ ~ ,ifj"ffi t am: m ~ l1lfiR cti1 m-qJft Cf,1 ~ ~ l{Bll am: 
c:!IWM<t> ~ ~ 3RR <fil ft"'4F¥-ld mll'1ft ~ ~ ~ ~ ~ ~ ftrJJIVf ~ Cf>l lfO'AT Cf>1 
~ti~~*- . 

Mix Variance= Std. Price (Revised Std. Qty. for each material 
-Actual Qty. for each material) 

When, RSQ = Std. Qty. for each material x Actual Mix Total 
Total of Std. of all types of materials 

Alternatively, M.V. =Std. Cost of Revised Std. Mix - Std. Cost of Actual Mix 

~ mtlJft Cf,1 qjf<lfqcfi l{Bll mnr~ Wffi1ra l{Bll ~ 'cfi'l{ ~ m 3RI\ ~ ~ 
~ t am:~~ JrlTift@ l{Bll ~ ~ m m 3RR ~ ~ ~ t, 

(C) mllJft +i~nftatt ~~~-~~(Material Revised Usage (or 
Sub-Usage) Variance)-mtlm ftrJJrUT ~ Cf>l ~ ~ ~ Cf>1 TIVAT ,:ft ri ctft "3ffift t 
~~-q~~~WtiRCf>lmJOO'qifffl~Tfln'ml~l'fO'Rf~~f.ri:.:r~ 
cfiT ffl ~ ~ t-

Revised Usage Variance= Std. Price (Std. Qty. - Revised Std. Qty.) 

~ mtlJft Cf,1 Jl'll1fi«J l{Bll ~ Wl1fi«f -qr,n ~ ~ ~ m ~ ~ m ~ 
~W!l'@*~~m, 

';ff?"-~~ Cf>1 TIVAT ri Cf>1 ~ ~ ~ m1l1fi ~ l{Bll ~ ~ ~ 
,iiT ~ m <~ ~ -q' ~ Cf,1 ~ ~ ~ ~>1 ~ ~ Cf,1 l{Bll ~ ~ m ~-l{Bll 

~Cf>lT1VATcfft~t1~~-q~~~~~ctftT1VATCf>l~fm 
~ ~ mtlm ~-l{Bll ~ ~ iR1<iR m-rTII 

6£11®1<4-H,fi flc.qfb1t1f (Explanatory Notes) . 

I. ~ Wlffe@f4JJrUT am: cUWfqc:!i fqJJrUT ~~-~om·~ 1Tt t <TI~ -q ~ ~ 
Wffi1ra ftrJJrUT am: qlWFeicfi PilJfUT ~~(standard mix and actual mix inputs) cfiT ~ 
~-'JfBfl ~ ~ l{Rl ~I ~ W!l'ra -q Wffi1ra ftrJJrUT ~ 3Rflra ~ 1Tt ~ ~ ti 
~ Cf>1 wmt«f ·~(SQ.of inputs) Mi 

2. ~ wrn't@ PilJfUT am qjf<lfqcfi ftrJJrUT ~ 31TzyTI' ~ ~ ( ~ ~) ~ t a~ 
wmt«f ftrJJrUT 3m: ql~ fqc:!i PilJfUT ~ ~ Cf>1 ~ ~ ~ t <TI Jl'll'Tm f4l}11JT ~ 3Rflffi ~ 
11t ~ Cf>1 WTifi«f ~(SQ.of inputs) m ~ ~ ~ (RSQ) Mam:~~ -q 
mqJfi f4l}11JT ~ (MMV) am: mqm offl ~ (MUV) ~ 3Wlfu@ atcfi ~ ~ ~ 
a~ mlOO ~ ~ ~ (MRUV) ~ m ~I ~ ~ WTim ftrSJJtrT 3m: qlf<!fqc:!i 
ftrl}11JT ~ q-ru * 3RR t m ~ JrlTift@'JfBfl {RSQ> JrlTift@l{Bll csQ> ~ f"Fl M am: mqJft 
wf'«I ~ ~ (MRUV) ,:ft m ~ f1 · . 

3. ~ w-r * 31TzyTI' ~ wrn't@ ftrl}11JT am: qjf<!fqq, ftrl}11JT ~ ~ ~ ~ ~ t m 
c:!lf<!fqcfi ~-'JfBfl ~ ~ JrlTift@ 'JfBfT Cf>1 TIVAT A'-1ft"1Rlid ~ IDU Cf>1 ~ : 
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Where weights of standard mix and actual mix are the same : 

Illustration 4. (A) Rl-1f(1folct ~ ~ mi:r1ft ~ cf,1 lJURT ~ : 

Standard Mix. ~ Actual Mix ~ 

55 Kgs. at ~ 2.00 110 60 Kgs. at ~ 2.25 135 

45 Kgs. at ~ 4.00 180 40 Kgs. at ~ 3.50 140 

100 Kgs. 290 100 Kgs. 275 

(B) (A) * ~ ~ ~ cfi1 ~ cfi'ra ~ 3ffi ~ 'GT llFffi ~ fcn WWIB ~ 3ffi 
i:4i~Fclcfi ~ ~= 90 ~ 3ffi 81 ~ ~' mtfJft fcfi:Rui't' cf>1 lJURT ~, 

Solution: 

(A) (1) Cost Variance= Standard Cost -Actual Cost 

= ~ 290- ~ 275= ~ 15 Fav. 

(2) Price Variance= Actual Qty. (Std. Price - Actual Price) 

A: 60(~ 200- ~ 225)= Rs.15Adv.] 
~ S.Fav. 

B: 40 ( ~ 4.00- ~ 3.50) = Rs. 20 Fav. 

(3) Usage Variance::; Std. Price (Std. Qty. - Actual Qty.) 

A:~2(55-60)=~-IOAdv.] ~ 10 FAV. 
B:~4 (45-40)=~20Fav 

(4) Mix Variance= St9. Price (Revised Std. Qty. - Actual Qty.) 

A:~2(55-60)=~ I0Adv.] ~ 10 Fav. 
B:~4 (45-40)= ~20Fav. 

Working: Revised Std. Qty. is the actual mix total in standard mix proportion, i.e., 

For A, 55/100 of I 00 = 55 kgs. and for B, 45/100 of 100 = 45 kgs. 

(5) Revised Usage Variance= Std. Price (Std. Qty. - Revised Std. Qty.) 

A:~2(55-55)=0] Nil 
B:~4 (45-45)= 0 

V~:-!f!tl!ti')n : C.V. = P. V +UV 

or ~ 15 Fav. = ~ 5 Fav. + ~ 10 Fav. 

and U. V. = M.V. + R.U.V. 

or · ~ 10 Fav. = ~ 10 Fav. + Nil. 

-;m;-(I) ~ m * ~-lITT!f ~ ~ -.,tf ~ t 3«1: c:41~fc:tq, ~-1IT51T -,m 
Wilm ~-1IT51T ~ ~ irr;fi ~I 

(2) "fil'. 'SlllTft@fi:pjfll'J 3ffi i:41~fc:t<h fq~ ~ ,m: ( 31'?.ffil ri Jrq,R cf,1 ~ cfi1 ~) 

~ ~ ~ ~, c:41~rc:t.., ~-1IT51T am~ ~-1IT51T ~ ~ 'GT~ mm~~ 
~~am~ fliljf'O"f ~'GT~ ~ffil ~ m *~ ~Will«f ~ ~ 
-~-tt~m, 

,CB) Since, Actual Output differs from Standard Output, Standard Cost for actual 
output need be calculated as follows : 
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Basic Calculation Table 

SC for Actual Output RSQ 
SQ SP SC 

A 55 
-X 81= 49.5Kgs. f 2.00 99 55 

-xl00=55 
90 100 

B 45 
- x 81 = 40.5 Kgs f 4.00 162 45 

-xl00=45 
90 

90.0 Kgs. 261 

SR = Std Cost of SM + Std. Output from SM 

= f 290 + 90 = f 3 ~ per unit of output 
9 

Calculation of Variances 
(1) Cost of Variance= Standard Cost -Actual Cost 

=f 261-f 275= f 14 Adv. 
(2) Price Variance= Actual Qty. (Std. Price - Actual Price) 

A : 60(f 2-f 225)=f 15Adv.],,. 
, S Fav. 

B:40(f 4-f 150)=~ 20Fav. 

(3) Usage Variance= Std. Price (Std. Qty. - Actual Qty.) 

A : ~2(49.5-60)=f21Adv.] f 19 Adv. 
B: ~ 4 (40.5-40) = f 2Fav. 

JOO 

(4) Mix Variance = Std. Price (Revised Std. Qty. - Actual Qty.) 
A:f2(55-60)=f I0Adv.],,. 

, 10 Fav. 
B:f 4(45-40)=f 20Fav. 

(5) Yield Variance= Std. Rate per unit of output (AY- SY) 
2 

=t39(81-90)= f29Adv. 

Verification: C.V. = P. V + U. V · 
or f 14 Adv. = t 5 Fav. + f 19 Adv. 
and U.V. = M.V. + Y.V. 
or f 19 Adv.= f IO Fav. + f 29 Adv. 

100 

a€M,<01 s. ~ CfilfflR ~ ~ ~ 'iA'fil tam G1 'SlcfiT{ <tl ~ 3l am 'if~~ 3: 
2 ~ ml}lUT ~ cfi@ i1 ~ 3l ~ ll'R<fi ~ 4 ~o Wd ~ ~ w:rJft 'if ~ ll'R<fi ~ 
3 ~o Wd ~ i1 ~ ~ 10% ~ ffi ~ 3l:FIFf i1 ~ <tl qj'tjt ~ cfiK01 ll'R<fi 
ml}lUT ~ ~ ~ ~ ~, offi ~ m 1l_cf <tl 'qITTf 3lii ,ft 10% ~ ~ 3lJ'lFl i1 
ell ~fcl.., ,m,rrrq ~ 'SlcfiR ~ : . 

w:oft 3l 280 G"I, G{ 3.80 ~o 

~ 'iiJ 120 G"I, G{ 3.60 ~o 

cll~fcl.., ~ 364 G"I I 
~ ~ ~. ~ ml}lUT ffi'{lll, ~ ~-lIDR ~am~ ffilIB 

~ <t) lJ1l"Rl ~I 
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B 

Loss 

Output 

Basic Calculation Table 

SM AM SC of AO 
Otv. SP SC Otv, AP AC RSQ SQ 
240 4 960 280 3.80 1,064 3 240 

X 364= 242 ! -x40~240 
5 360 3 

160 3 480 120 3.60 432 2 
-x 400=160 

160 
X 364= 161~ 

5 - 360 . 9 
400 1,440 400 1,496 400 

40 36 - -
360 364 

SC = SC of SM + Std. Output from SM = 1,440+ 360 = t 4 per unit 
Calculation of Variances 

(1) Material Price Variance= Actual Qty. (Std. Price - Actual Price) 
A: 280 (t 4.00 - t 3.80) = t 56 Fav.] ·· t 16Adv. 
B: 120(t 3.00- t 3.60) = t 72 Adv. · 

SP 
4 

3 

(2) Material Mix Variance =Std.Price (Revised Std. Qty. -Actual Qty.) 

A: t 4 (240- 280) = t 160adv.] t 40 Adv. 
B:t 3(160-120)=f 120Fav. 

(3) Material Yield Variance = Std. Rate per unit of output 

SC 
970.67 

485.33 

1,456.00 

(Actual Yi~ld- Standard Yield) 
= t 4 (364 - 360) = t 16 Fav. 

(4) ~aterial Cost of Variance= Standard Cost-:-Actual Cost · 
= t 1,456- t 1,496 = t 40 Adv. 

Verification: C. V. = P. V. +·M V. + Y. V. 
or t 40 Adv.= t 16 Adv. + t 40 Adv.+ t 16 Fav. 
Where weights of the standard mix and the actual mix Differ : 

acug<o, ti. 11;qi~ t-f.ri:lfuT ~~ m1Uil ~ ~ a:m c:ll~fciicfi fir~~ JlqiR t: 
Material Standard Actual 
A 60 tons @ t 5 per t9n ~O tons@ t 4 per ton 
B 40 tons @ t l O per ton 70 tons @ t 8 per ton 
c:ll~fqcfi ~ ~ <liT wmt@ mtOO ~ ~ fi:R;JA ~I 

~ (a:f) ~en~ ~q;) om "Slq;R 'iJFffi ~ a:m ~ ift'iJFffi ~ %wmtrcr 
~ ~ c:li~Fcwi ~ t- 3t<f> sfi'lffi: 70 ~ ~ 100 ~ t, m1UR ~ cf>l 
lflJRT ~-, . 

Solution : Basic Calculation Table 

SM AM RSQ 

Qty, SP SC Qty, AP · AC 

A 60 5 300 80 4 320 60 
-xl50=90 
100 

http:1,456.00


B 40 10 400 70 8 560 40 
-x 150= 60 
100 

100 700 150 880 150 

Reconciliation Statement 

t t 
Standard Material Cost= Std. Qty. x Std. Price 

A: 60x5= t 300 
B:40xl0= ~400 700 

(a) Material Price Variance= AQ (SP -AP) 
A : 80 ( t 5 - t 4) = ~ 80 (F) 
B : 70 ( t 10 - ~ 8) = t 140 (F) 220 (F) 

(b) Material Mix Variance= SP (RSQ-AQ) 
A : t 5 (90- 80) = t 50 (F) 
B: t 10 (60-70)= t 100 (A) 50(A) 

(c) Material Revised Usage Variance= SP (SQ- RSQ) 
A : t 5 (60- 90) = ~ 150 (A) 
B: ~ 10(40-60)= t200(A) 350 (A) 

Material Usage Variance= SP (SQ-AQ) 
A: ~ 5 (60- 80)= t 100 (A) 
B : t 10 ( 40- 70) = ~ 300 (A) 400 (A) 400 (A) 

Actual Material Cost= AQ x AP 
A : 80x 4 = ~ 320 
B : 70x8= ~ 560 880 

(b) Calculation of SC of Actual Output 

SQ SP SC 
60 5 

I 

A -x 100= 85- tons ~5 I 428.57 
70 7 

B 40 1 ~ 10 

I 
571.43 -x 100= 57-tons 

70 7 
I . 1,000 

. 

Sy _Std.OutputfromStd.Mix AtualM' T ,_ 70 150 _ 105 · 
---------X C IX OtaJ/ --X - uruts 

Std. Mix Total l 00 

. SR = SC of SM + Std. Output from SM 
= (60x 5)+ (40x 10)+ 70= t IO per unit 

( I) Material Cost Variance = Standard Cost - Actual Cost 
= ~ 1,000 - ~ 880 = ~ 120 Fav. 

(2) Material Price Variance= AQ (SP - AP) 
A : 80(~ 5- ~ 4)=~ 80Fav. ] 

~ 220 Fav. 
B:70(~ 10-~ 8)=~ 140Fav. 
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C 

z 

C 

z 

(3) Material Usage Variance= SP (SQ - AQ) 

A:~ 5(85~=80)=~28.57Fav. J 
B: ~ 10( 57~-70= ~ 128.57 Adv.) 

~ 100 Adv. 

(4) Material Mix Variance= SP (RSQ -AQ) 

A:~ 5(90-80)=~ 50Fav. ] ~ 50 Adv. 
B: ~ 10(60-70)=~ lOOAdv. 

(5) Material Yield Variance = Std. Rate per unit of outpu~ (Actual Yield - Std. 

= ~ 10 (100-105) = ~ 50 Adv. 

a«u1<01 7. 11:Cfi "<ITT@~-*~* f-1'-if~furn fcrcR"on' ~ mimt fcrcR"on' cf>11J11R1 

Standard Mix ~ Actual Mix ~ 

60 kgs. @ ~ 5 per kg. 300 80 kgs. @ ~ 4.50 per kg. 360 

__iQ_ kgs.@ ~ 10 per kg. 400 --1.2_ kgs. @ ~ 8.00 per kg. 560 

100 700 150 920 

~(30%Loss) 35 

70 700 115 920 

~ : CaJculation of SC of Actual Output and RSQ 

so SP SC RSQ 

60 4 
-x 115= 98-kgs. ~5 492.86 60 

-xl50=90 
70 7 
40 5 ~ IO 657.14 - x 115 = 65- kgs. 
70 7 

1,150.00 

SR = Std Cost of Std. Mix + Std. Output from Std. Mix 
= ~ 700+ 70= ~ IO per kg. 

Std. Yield = Actual Mix Total - Std. Loss 
= 150-30%ofl50= 105kgs. 

CalcuJation of Variances 

(1) Cost Variance= Standard Cost - Actual Cost 

= ~ 1,150- ~ 920= ~ 230 Fav. 

(2) Price Variance = Actual Qty. (Std. Price - Actual Price) 

C: 80(t 5- t 4.50)= ~ 40 Fav. ] t 
180 

Fav. 

Z: 70 (t 10- t 8.00)= t 140 Fav. 

(3) Usage Variance= Std. Price (Std. Qty. - Actual Qty.) 

100 

AO X 150= 60 
100 

150 
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(a) 

C:t s(981-so)=t 93Fav. l 
Z:~ 10( 65%-1o)=t 43Adv. 

~ 50 Fav. 

(4) Mix Variance= Std. Price (Revised Std. Qty. - Actual Qty.) 

C :t5(90-80)=t50Fav. ] tSOAdv. 
Z:t 10(60-70)=t l00Adv. 

(5) Revised Usage Variance= Std. Price (Std. Qty - Revised Std. Qty.) 

C:t 5(98~-90) = t 43 Fav. l 
Z : t 10( 65%-6o) =t 57Fav. 

t 100 Fav. 

(6) Yield Variance= Std. Rate per unit of output (Actual Yield - Std. Yield) 

=t 10(115-105)= t 100 Fav. 

Verification : C.V. = P.V. + U.V. 

or t 230 Fav. = t 180 Fav. + t 50 Fav. 

and U.V. = M.V. + either R.U.V. or Y.V. 

or t 50 Fav. = t 50 Adv.+ t 100 Fav. 

a«l(S(OI 8. ~ ~ c,iT"'Sf'J:nftm fi:r5'ur "F ~ t : 
t 

(a) 60 units at 15 p. per unit 9 

(b) 80 units at 20 p. per unit 16 

(c) 100 units at 25 p. unit 25 

240 50 

~f4~~ lO~cfilf.lirivrm~1 
~ 2019 Ti 10 fi:JJJIUI ~ mq ~ Ri:f ¥:lT : 

t 
(a) 640 units at 20 p. per unit 128 
(b) 960 units at 15 p. per unit 144 

(c) 840 units at 30 p. per unit 252 
2,440 524 

t41~fclq; ~ 90 ~ ~I 

~,:jt~wqm~~~I 

Basic Calculation Table 

SM AM 
' Qty. SP SC Qty. AP AC RSQ 

60 .15 9 640 .20 128 60 -x 2440 = 610 
240 ' 

SC of AO 

so SP 
60 
-x 90= 540 .15 
10 

SC 

81 



(b) 

(c) 

Output 

80 .20 16 960 .IS 144 ~x 2440= 813 
80 
-x90=720 

240 ' 10 

JOO .25 25 840 .30 252 ~x 2440=1 017 JOO x 90= 900 
240 ' ' 10 -240 so 2,440 524 2,440 -10 90 

SR= Std. Cost of Std. Mix + Std. Output from Std. Mix 

= 50+ 10= ~ 5 per unit . 

Std. Yield = Std. Output per unit x Actual Mix Total 
Std. Mix Total 

= 10/ 240x 2,440= I0L67 units 

Calculation of Variances 

(1) Cost Variance= Standard Cost~ Actual Cost 

= ~ 450 - t 524 = t 74 Adv. 

(2) Price Variance= Actual Qty. (Std. Price - Actual Price) 

a : 640 (15 p. - 20p. )= t 32 Adv.] 

b : 960 (20p. -15 p. )= t 48 Fav. t 26 Adv. 

c : 840(25 p. - 30p. )= t 42 Adv. 

(3) Usage Variance= s'td. Price (Std. Qty. - Actual Qty.) 

a:15p.(540-640)=t 15Adv.] 

b: 20p. (720- 960)= t 48 Adv. t 48 Adv. 

c: 25 p. (900- 840)= t 15 Fav. . 

(4) Mix Variance= Std. Price (Revised Std. Qty. - Actual Qty.) 

a: 15 p. (610- 640)= t 4.50Adv. ] 

b: 20p. (813- 960)= t 29.40Adv. t 10.35 Fav. 

c: 25 p. (1,017- 840) = t 44.25 Fav. 

(5) Revised Usage Variance= Std. Price (Std. Qty. - Revised Std. Qty.) 

a : 15p. (540- 610)= t IQ50Adv. l 
b:20p.(720-813)=~ 1&60Adv. t 58.35 Adv. 

c:25p.(900- l,017)=t 29.25Adv. 

.20 144 

.25 225 

---450 

(6) Yield Variance= Std. Rate per unit of output (Actual Yield - Std. Yield) 

=t 5(90-I0L67)= t 58.35 Adv. 

Verification: C.V. = P.V. + U.V. 

or t 74 Adv.= t 26 Adv.+ t 48 Adv. 

And U.V. = M.V. + either R.U.V. or Y.V. 

or t 48 Adv.= t 10.35 Fav. + 58.35 Adv. 
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a«1g<01 9. H"1fctf«ni ~ ~ ri ~ m1l!ft ~ <f>1 l'fURT cfiU : 
Production for the period : 192 Units 

Material A Material B 

Standard Price per ton (31'fu G'I ll'Rq; ~) , 24 , 32 

Actual Price per ton (31'fu G'I cffRIMcfi ~) , 22.75 , 30.80 

Actual Weights ( i::ll~Mcfi "1R) 16 tons 13 tons 

~ ~ ~ Sl@HfiHt 31<:tf~ "cfiT ll'Rq; ~ 400 ~ i ~ m ~ "cfiT 
~ ~ 31f~ 3l 30 G'I. am: Gf 25 G'I t, 

~ : Basic Calculation Table 

SM AM RSO SC of AO 
Qty. SP SC Qty. AP AC SQ (tons) SP SC 

A 30 24 720 16 22.75 364.0 3
0 X 29= 15.82 

30 
-x 192= 14.4 24 345.60 

55 400 

B 25 32 800 13 30.80 400.4 25 
-x 29= 13.18 

25 
-x 192= 120 32 384.00 

55 400 -----
55 1,520 29 764.4 29 729.60 -

Output 400 192 

Sy _ Std. Output from Std. Mix A tual M. T tal _ 400 
29 

_ 2,320 . ___ __:;_ _____ x c ix o --x ---uruts 
Std. Mix Total 55 11 

SR= Standard Cost of SM = (30x 24) + (25x 32) = , 3_80 p.u. 
Standard Output from SM 400 

(I) Cost Variance= Standard Cost - Actual Cost 

= , 729.60 - , 764.40 = , 34.80 Adv. 

(2) Price Variance= Actual Qty. (Std. Price - Actual Price) 

A : 16(24-2275)=' 20Fav.] ,. 
· , 35.6 Fav. 

B : 13(32-3Q80)=' 15.6Fav. 

(3) Usage Variance= Std. Price (Std. Qty. - Actual Qty.) 
A : 24 (14.4- 16) =, 38.4 Adv.] 

, 70.4 Adv. 
B: 32 (120-13) =, 320Adv. 

(4) Mix Variance= Std. Price (Revised Std. Qty. - Actual Qty.) 
A : 24 (15.82-16) =, 4.32 Adv.] 

. , 1.44 Fav. 
B : 32 (1118-13) =, 5.76 Fav. 

(5) Yield Variance= Std. Rate per unit of output (Actual Yield - Std. Yield) 
= , 3.80 (192 - 2,320/11) = , 71.84 Adv. 

(6) Revised Usage Variance= Std. Price (Std. Qty. - Revised Std. Qty.) 
A : 24 ( 14.4 -15.82) = Rs. 34.08 Adv·] 

, 71.84 Adv. 
B: 32(120-13.18)= Rs. 37.76Adv . 

Verification : (I) C.V. = P.V. + U.V. 
or , 34.80 Adv. = , '3.5.60 Fav. + , 70.40 Adv. 

http:32(120-13.18
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(2) U.V. = M.V. + either Y.V. or R.U.V. 

or ~ 70.40 Adv.= ~ 1.44 Fav. + ~ 71.84 Adv. 

I (2) ~ ~ Feli:HOI (Direct Labour Variances) 

~ Wf cf,1 q1«1Fcicfi ffil@ am w,ift@ffi1IB~ ~ 3FiTT ~ cfiR1!TI'<it ~m ~ 
~ Wf ~ cf>1 Tfl1RT cf>1 '1!Tffi !1 ~ ~ Tfl1RT ~ >JfR cf@ ~ cfil "ff&l'CJ 
f.li.:iR1f&a ~ -4 ~ ~ t-

LCV = SC - AC 
or (SH x SR) - (AH x AR) 

LRV = AH paid (SR -AR) LRRV = LITV = LCal. V = 
or AH paid (RSR - AR) SH (SR - RSR) Idle Hrs. x SR SDR (A WD - BWD) 

LEV = SR (SH - AH worked) 
.j, 

LMV = SR (RSH - AH worked) LREV = SR (SH - RSH) 

or L YV = SR p.u. (A Y - SY) 

~ ~ -q ~ fcffeR WJ ~ cfil fqffi f.li.:if~f&a i-
(1) WI'~~ an.fen'~~~ (Labour Cost Variance or Direct 

Wages Variance)-~~ cf>1 ~ ~ ~ ql«ifqcfi ~ ffi1IB am w,ifur Wf ffi1IB 

~ ~ aRR cit WJ ffi1IB ~ ~ i1 WI ~ -q-
Labour Cost Variance= Standard Cost -Actual Cost 

When, SC = Actual Output x Standard Rate per unit of output 

or = Standard Hours for Actual Output x Standard Hourly Rate 

AC = Actual Hours paid x Actual Hourly Rate 

~ q1«1Fcicfi ffi1@ ~ ffi1@ ~ cfi"CI m m fcRRuT ~ ll'FIT ~ am ~ ~ 
~ ffi1@ ~ 31f'tfcfi m m fcRRuT ~ ll'FIT ~1 Wf ffi1@ fcRRuT Wf G\ ffitD'T, JJftf 
..,,41'1'1<:'ltll ffitD'T, ~ G\ wfR fcRRul, Wf ~ ~ ~ am Wf ~ fcRRuT 
qiJ <WT 'ffiIT i 31iITTl-

Labour Cost Variance= Rate Variance+ Efficiency Variance+ Wage (Rate) 

Revision Variance+ Idle Time Variance+ Calendar Variance 

(2) ~G{'( an.fen'~)~ (Labour Rate (or Price) Variance)-~~~ 
c11«1Fcicfi G\ am ~ G\ ~ ~ 3RR ~ CnR'Ol ~ mor i, ~ ~ ~ w,imr G\ am 
cll«ifqq, G\ ~ 3RR 'qi) cll«'lfqq, ~ "EfOil' ~ TIT ffl ~ ~ "l@f i1 WI ~ 'q-

Labour Rate Variance= Actual Hours Paid (Standard Rate - Actual Rate) 

~ q1«if<lcfi ~ wnftrn G\ ~ cfi"CI m m ffitD1 ~ ll'FIT "l@f t am ~ ~ w,imr 
G\ ~ ~mm~~ ll'FIT ~1 
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(3) ~ <fii4gWIHdl ( Ga;raT) ~ (Labour Efficiency Variance)-~ Labour 
Time, Labour Quantity, Labour Usage ~~ Labour Spending Variance ,:ft ffl i1 ~ ~ 
'ti' ("li1 °t1~fctcfi Wf ~ (actual hours worked) ~ ~ m WffilIB G{ ~ ~ Wf ~ 
( ~~ ~ Wf ~) ~ ~ 3RR ~ qi«fT t1 ~ ~ ~ ~ cfil4~:t1Hol cfiT 'tJTC( 

JlGR qi«fT t1 cll~fqcfi ~ ~ ~ ~ ~ Wf ~ q ~ "P. -w) cll~fqcfi Wf ~ ~ 
3RR qi)~ ~ G{ ·~ TTI m ~ ~ ctl TfOFIT ctl -;JfRft t, ~ ~ 'tl'-

Labour Efficiency Variance= Standard Hourly Rate 

(Std. Hours Allowed - Actual Hours Worked) 

~ cll~fclcfi WJ~~ Wf~~~m'mW ~q,'t cfil4~:tlC'ldlCf;T~ 
mcrrt~~~ll'RJ~1~fcmra~~~~~mqq,mm~~ 
cf>1 3l~:t1C'IHI 'SRff@ ~ t w:rJ ~ ~ "'1RT ~I 

3Gifl{0I 10. ll'R ~ ~ ~ ~ ~ ~ ~ # 1.25 ~o 11@ ~ ctl G{ ~ 18 
~ ~ Wf ctl ~lcl:t<lcf><il ffl t1 ~ ~ ~ ~ ~ ~ ~ W ~ ~3ll ~ 16 'EfO"lT ~ ~ 
~ ~ G{ 1.50 ~o 11@ tfOGl ffil WJ ~ q,7 TfOFIT cfi"UI 

1<-f: Given:. SH= 18; SHR = ~ 1.25; AH= 16AHR = ~ 1.50 
Working: SC= SH x SR= 18x Rs.125= ~ 22.50 

AC= AH paid x AR= 16x t 150= t 24 
(1) Cost Variance= Standard Cost - Actual Cost 

= t 2250- t 24.00 = ~ I.SO Adv. 
(2) Rate (or Price) Variance= Actual Hours Paid (Std. Rate -Actual Rate) 

= 16(~ 125-~ 150)= t 4 Adv. 

(3) Efficiency ( or Time) Variance= Std. Rate (Std Hours -Actual Hours Worked) 
= t 125 (18-16) = f 2.50 Fav. 

Verification : C.V. = R.V. + Eff. V. 

Or ~ 1.50 Adv. = t 4 Adv. + t 2.50 Fav. 

(4) ~~(~) ~¥011-t ~ (Labour Wage (Rate) Revision Variance)
.. ~ fcf;m "tfq ~ (Award) ~ WJ ~ ~ ~ ~ ~ qf<unq~{<\4 ~ qi) 1Ff ~ ~ 
. RtTimJ~G{f''tl'1fR'c«fiq;r-n~tm~ 4R.Uf1Lj~{<\4 ~"ffil@# ~ ~qil~ 
~ ~ m ~ ~ ctl TfOFIT ctl ~ ti ~ TfOFIT ~ m ~ ~ q;r m ~ 
,if@ft-

Wage (Rate) Revision Variance= Standard Hours (Standard Hourly Rate 

- Revised Standard Hourly Rate) 

~M1.:qaci1 ~~ ~ m mcrr f ~ ~-G{ 'ti'~ 31Ncf>o< ~ ~ m. 
m ~~ti WJ G{ ~ ~ ~ ~ ~ m ~ ~ ctl TfOFIT 31@ "~t<:44t0f mt, 
~ (G{) ffl'R ~ ~ ~ Wf G{ ~ ~ Wf tfil4~:tl(-ldl ~ q,l lfO'RT ~ m 
~~q;rwitrr~~-

Labour Rate Variance= Actual Hours Paid (Revised Standard Rate - Actual Rate) 

Labour Efficiency Variance = Revised Std. Rate 
(Std. Hours - Actual Hours Worked) 

3GhSM 11. ~ cf>1 l@ ~ G{ 1.00 1lIB 'EfD"lT ~ I ~ "tfq-~ ~ cfiR11111@ 'EfD"lT 

~ ctl ~ G{ 'ti' 20% ctl ~ ctl ll<ft t1 ~ 3lclf'tl 'ti' } ,000 cll~fqcfi ~ cliT ciiTll' ~3ll ~ 
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900 lfRcf; ~ qil ~ ~~I ~ ~ ~ ffl ~ ci>T{Uf cm~fc:lcfi .Wf ~ 1,300 ~o ¥UI 
.Wf ~ cfiT 1J11RT q;it, 

1l-f : Given : SH = 900; SR = Re. I; AH ==l ,000; AC = t 1,300 

W ,_, AR Actual Labour Cost 1,300 ~ I 
30 

h 
or1Ungs : = ------= - = , . per our 

Actual Hours Paid 1,000 

RSR = Re. lO0 + 20% of Re. 1 = t 1.20 

SC = SH x SR = 900 x Re. I = t 900 

(1) Cost Variance= Standard Cost - Actual Cost 

= t 900 - t 1,300 = t 400 Adv. 

(2) Rate Variance ::a Actual Hours Paid (Revised Standard Rate -Actual Rate) 

= l,0OO(t 120-·t 130)= t 100 Adv. 

(3) Efficiency Variance= Revised Std. Rate (Std. Hours -Actual Hours Worked) 

= t 120 (900-1,000) = t 120 Adv. 

(4) Rate Revision Variance= Std. Hours (Std. Rate - Revised Std. Rate) 

= 900 (Re. 1- Rs. 120) = t 180 Adv. 

Verification : C.V. = R.V. + E.V. + R.R.V. 

or t 400 Adv.== t 100 Adv.+ t 120 Adv.+ t 180 Adv. 

(5) J)11:I'~~~ (Labour Idle Time Variance)-~ cfi1raA ~ ~ 
~ qflf~Fct<~i, ~ ~. a,c.-1,tr1~. lfflR * ~ m ~, ~ lffi ,try m ~ 3llR * 
qi"R'1Jf~t-~m~~~ffit01"3'f<R~t,~~mq~~fcri:Rulq;)~ 
~ ":.t Jl'Gff@ ~ ~ "ffi cificf+JIR.zn· <R 3l~1'1<.1cll qil fi:J~ ~q1{lqo1 fcifi<fl \ill ~ fl anl": ~ 
mq "'1 .Wf ~ ~ 31ffi ~ ~ qiv1f ~I ~ W fcfi ~ fcri:RuT ~ "3'f<R moT f 
~ ~ -q' ~ c11«1fc:1efi .Wf ~ 'lj1loR ~ c11«1(qcfi .Wf ~ ~ cf)q m o'U ~ ~ m 
~ ~ ~ ~ t, ~ ffit01 cfiT 1J11RT * fffi ~ ~ qil Jfll1l1 ~ \ilTill t

Labour Idle Time Variance = Idle Hours x Standard Hourly Rate 

~ ~ m ~ m ~ t, 
(6) J)11:I'~~ (Labour Calendar Variance)-fcfim cm-on'~ 1f{ Rmfuf 

cfil%Rl ~ (Pre-determined Working Days) ct c:ll«'lf<-icfi cfil4cfiR1 ~-q· ~ m ~ 11"{ ~ 
~ ~ ~ ~ fr ~ ffit01 qil ~ qiR'1Jf fcfim qiR'1Jf ~ fcfim cfil4cfil,1 f0 qil 

3Tcfefiffi ~ ~ '3l'Fl1 ffl t, ~ 1J11RT * fffi ~ ~ qil Jfll1l1 ~ ~ t-
Labour Calendar Variance= Standard Daily Rate (Actual Working Days 

- Budgeted Working Days) 

or Holidays x Standard Daily Rate . 

a~Ul\01 12. ( 31') ~ ~ t-~ ~ 200 ~ 50 ~JI'@~ cfiT ~ 11"{ ~ l'f41 
111"'qf0Jlffi~40~ffl~tam~~25o~Jlfir~f.fmfuf~ 
"1JlU fr ~ t-~ ~ -q' 6 cfii:fi:!IR.zn· "'145 ~ JI@ ~ o'fl 4 cfii:fi:llRzn· "'1 56 ~ JI@ 
~ 'lj'ToR~ -ir:n, ~ efi4i:!1r<zn· ~ JltlTfi@ ~ ~ 'lj1loR ~ ~, ~ lffi cfiT mffiIT t
qi"R'1Jf mfuft I ~ aR: ffll ~ cfiT TJ1JAT ~I 

(iif) ~~-q''W~ Slf.111'H•il .ttwg t-m~mfufi"'1"Q'.qi"fflf0t-~aR: 
~ -cm mm~~ 11"{ -~ R&(.11$4, 
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'f(-r: Workings : SH= 200x 40 = 8,000 hours 

SR = Re. 0.50 per hour 

AH paid = 200 x 40 = 8,000 

AH worked = 200x 39 = 7,800 hours 

Idle Hours = 200 x I = 200 

SC= SH x SR= 8,000x .50= t 4,000 

AC : 190x40= 7,600hrs. at 50 paise per hour= t 3,800.00 

6x40= 240 hrs. at 45 paise per hour = 108.00 

4 x 40 = 160 hrs. at 5 6 paise per hour = 89 .60 

3,997.60 
(a) (1) Cost Variance= Standard Cost -Actual Cost 

= t 4,000 - t 3,997.60 = t 2.40 Fav. 
(2) Rate Variance= Actual Hours Paid (Std. Rate - Actual Rate) 

= 190 employees x 40 hours (50 p. - 50 p.) = 0 

6employeesx40hours(50p.-45p.)= t 12.00Fav. 
4employeesx40hours(50p. -56p.)= t 9.60Fav. 

2.40 Fav. 
(3) Efficiency Variance= Std. Rate (Std. Hours -Actual Hours Worked) 

= 50 p. (8,000 - 7,800) = t 100 Fsv. 
(4) Idle Time Variance = Idle Hours x Standard Rate per hour 

= 200 hours x 50 p. = t 100 Adv. 
Verification: C.V. = R.V. + Eff. V + J.T.V. 
or t 2.40 Fav. = t 2.40 Fav. + t 100 Fav. + t 100 Adv. 

(b) In this case, only Labour Efficiency Variance will be affected and an additional 
variance known as Labour Calendar Variance will also be calculated. 

Workings: AH Worked= 3lx200= 6,200hours 

Budgeted Cost (BC) = 200x 40x 50 p. = t 4,000 

SR per day= Budgeted Cost/Budgeted Working Days 

= ~ 4,000/5 = t 800 per day 

(I) Labour Efficiency Variance= Std. Rate (Std. Hours -Actual Hours Worked) 

= 50 p. (8,000-6,200)== t 900 Fav. 
(2) Labour Calendar Variance= Std. Rate per day (Actual Working Days -

(Budgeted Working Days) 

= Rs. 800(4-5)= t 800 Adv. 
Verification : L.C.V. = R.V. + Eff. V. + I.T.V. + L. Cal. V. 

or t 2.40 Fav. = t 2.40 Fav. + ~ 900 Fav. + ~ 100 Adv.+ t 800 Adv. 

a«IMOI 13. v:<f)q;t:q;TI cnT ~ 2019 * ~ cnT ~ ~ ~ 31 cnT 10,000 
~ am ~ ~ qiJ 20,000 ~ ~1 v:ct1 ~ 'f.l1T2 * 31 qil 5 ~ am q qil 
4 ~ a41Jl ~I ~ qil ~ G{ 25 ~ JI'@~ i1 ~ -q 30 ~ JI'@ 'f.l1T2 qil G{ * 
7,500 'f.l1T2 cnT ~ fcfi<TT ~I ~ ef1J'iY -q * ~ ~ * ~ 350 'f.l1T2 3ljtsil<:.cti ~ 
am~~ m ~ * ~ 31 qil 250 ~ ~ ~ qil mf.f ~1 qj~fC4cfi ~ ~ 
>1cm ~: ~ 3112,000 ~am~~ 19,000 ~I 

http:3,997.60
http:3,997.60
http:3,800.00
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WI'~ q,l TfUAT q;u ~ ~ 2019 ~ ~ >«'<18:1 WI'~~ qiUj 

~: 
Working: SC= Standard Hours x Standard Rate per hour 

= 7,I 50x ~ 025 = ~ I, 787.50 
SH = Actual Output + Standard Rate of Output per hour 

= (A, 12,000 + 5) + (B, 19,000 + 4) = 7,150 hours 
AC = Actual Hours Paid x Actual Rate per hour 

= 7,500 X ~ 0.30 = ~ 2,250 
AH Worked = AH Paid - Hours for Unbudgeted Holidays - Idle Hours 

= 7,500-350-(250+ 5)= 7,IOOhours 

Calculation of Labour Variances 
(I) Cost Variance= Standard Cost - Actual Cost 

= ~ 1,787.50- ~ 2,250= ~ 462.50 Adv. 
(2) Rate Variance= Actual Hours Paid (Standard Rate -Actual Rate) 

= 7,500(~ 025- ~ 030)= ~ 375 Adv. 
(3) Efficiency Variance= Standard Rate (Std. Hours - Actual Hours Worked) 

= ~ 025 (7,150- 7,100) = ~ 12.50 Fav. 
(4) Idle Time Variance= Idle Hours x Standard Rate per hour 

= 50 X ~ 025 = ~ 12.50 Adv. 
(5) Calendar Variance = Hours for Unbudgeted Holidays x Standard Rate p.h. 

= 350 X ~ 025 = ~ 87.50 Adv. 

Verification : C.V. = R.V. + Eff. V. + I.T.V. + Cal. V. 

or ~ 462.50 Adv.= ~ 375 Adv. + ~ 12.50 Fav. + ~ 12.50 Adv.+ ~ 87.50 Adv. 

Direct Labour Account for January 2019 

~ 

To Wages Paid (7,500x 030) 2,250.00 I By Rate Variance 

To Efficiency Variance 12.50 By Idle Time Variance 

By Calendar Variance 

By Production Account 

(7,l 50x 025) 

2,262.50 

3l1f cfilQ~:i'IC'i<il ft:hHUI cnT c4•ffcn(UI 
(Classification of Labour Efficiency Variance) 

~ 

375.00 

87.50 

12.50 

1,787.50 

2,262.50 

~ -q ~ w:r-~ q,1 ~ ~ ~ fq)?f!qo1 ~ ~ ~ ~ ~ 3RflIB 
HJ..ffafuaa ~ cfft TfUA1 cfft \ilmt t-

(A) mi~~ (Labour Mix Variance)-W Gang Composition Variance 
,ft~ i, ~ fcfim ffl q;) 1iU cfiTT ~ ~ fcffir,;r ~ ~ ~ (~ ~ q ~ ~. 

~. 3Wf-~ q ~ ~ ~) fcfim 1l<f-f.rt:lfftf 3ljl:l@ -q ~ ;;rm t ~ ~ 
c:ll~fqqi f.fl:rtuT ~ -q ~ qjRVff ~ ~ ~ 1l'f-f.rmftf 3ljl:l@ -q ~ ~ ~ ~ 'ffi WI' 

I 

http:1,787.50
http:1,787.50
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m-3rUT ~ ~ m1 ~ 11UAT ~ m ~ q1f{'lfc:1cfi cfil4ct>Rl ~ "El'Uil' < ~ ~ ~ 
q;) ~) ~ ~ qi) wrrft@ fq~ ~ ~ -q ~ "ffiffimf WlW«f fq~ cf,l 11UAT cf,l -il@l 
t am: m "ffiTlfmr ~-~ a:ft, qjf{'jfctcfi ~ "El'Uil' ~ ~ q;) ~ ~ ~ ~ "T1lT ~ ~ 
fit-3rUI ~ ~ M \il@l i1 ~ ~ ~-

Labour Mix Variance= Std. Hourly Rate 

(Revised Std. Hours - Actual Hours Worked) 

Or Std. Cost of Revised Std. Mix - Std. Cost of Actual Mix 

Wh RSH 
Std. Hours of each type of labour A 

1 
H T 

1 en, =-------------x ctua ours ota 
Total of Std. Hours of all types of labour 

~ qjf{'jfctcfi ~ ~ "ffiTlfmr ~-~ ~ q;q m m FfiRlTr ~ ~ \il@l t ~ 
~ ~ -q ~ ~ "f{AT \il@l t, 

(B) Wi ~~O~H'I ~:~~01 (Labour Revised Efficiency Variance)-~ 
~cf,l1JUAT ~fit~ .. m.tt,i(fffit, ~11UAT~m~~<tilm 

M \il@l i-
Labour Revised Efficiency Variance= Std. Hourly Rate 

(Std. Hours - Revised Std. Hours) 

~ wrrftffi ~ "ffiTlfmr ~ "El'Uil' ~ m~ mm ~ ~ ~ ~ ~ 
~ ~ -q ~ "f{AT ~I 

a«IIHOI 14. X~~~~~~~m.~@o ~~"iR"l<til~ 

~~Jl'cfiRt: 

Men 

40 men at 60 paise per hour for 40 hours 

20 women at 40 paise per hour for 40 hours 

10 boys at 30 paise per hour for 40 hours 

~ ~ ~ ~ cu~Fctcfi w:r "iR"l ~ 1l'<fiR "1 :· 

35 men at 60 paise per hour for 40 hours 

20 women at 40 paise per hour for 40 hours 
IO women at 50 paise per hour for 40 hours 

5 boys at 30 paise per hour for 40 hours 

~ ~ <tiT fcttt{=ltfUI 'cfi'UI 
~ : Basic Calculation Table 

'1 SH AH 

40x40= 1,600 hrs. 35 X 40 = 1,400 

Women 20x40= 800 hrs. 30x40= 1,200 

Boys 10x40=400 hrs. 5x40= 200 

2,800 hrs. 2,800 

=t 960 

=t 320 

=~ 120 

~ 1.400 

=t 840 

=t 320 

=t 200 

=~ 60 

~ 1,420 

RSH 
1

1 2 800 x 
1
•
600 = 1 600 

' 2,800 ' 

800 
2,800 X --= 800 

2,800 

2 800 X 
400 = 400 

' 2,800 

2,800 
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Analysis of Labour Variance 

(1) Cost Variance= Standard Cost - Actual Cost 

= t 1,400- t 1,420= t 20 Adv. 

(2) Rate Variance= Actual Hours Paid (Std. Rate - Actual Rate) 

Only 20 women have been paid a rate which differs from standard rate and as a 
40-hours week is in operation, 400 hours is the actual time which has been thus paid. 

So, Rate Variance= 400 ( 40 p. - 50 p. ) = t 40 Adv. 
(3) Efficiency Variance= (Std. Hours - Actual Hours Worked) 

Men:60P.(l,600-l,400)=tl20Fav. ] 

Women : 40 p. (800-1,200) = t 160 Adv. t 20 Fav. 

Boys: 30p. (400-200)=t 60Fav. 

(4) Mix Variance= Std. Rate (Revised Std. Hours -Actual Hours Worked) 

Men:60P.(l,600-l,400)=fl20Fav. l · 
Women: 40 p. (800-1,200) = f 160 Adv. f 20 Fav. 

Boys : 30 p. ( 400- 200) = f 60 Fav. 

(5) Revised Efficiency Variance= Std. Rate (Std. Hours - Revised Std. Hours) 

Men : 60 P. (l,600- 1,600) = O] 
Women : 40 p. (800- 800) =. 0 Nil 

Boys : 30 p. ( 400- 400) = 0 

Verification: C.V. = R.V. + Eff. V. 
or f 20 Adv. = f 40 Adv. + f 20 Fav. 

and Eff. V. = M.V. + R. Eff. V. 
or t 20 Fav. = t 20 Fav. + Nil 

a«uSNI 15. ~JITTfi'll'Tt'~~ w:iuIB~>l<fiRt: 

Skilled men 

Semi-skilled men 

' 800 hours at Re. l per hour = 

1,600 hoursat90p. perhour= 

2.400 

~ ~ ~ -q° dfl~fcllcfi w:i Gffi ~ >fcfiR '-IT : 

Skilled men 

Semi-skilled men 

w:ifclcR"un'q;'t1T1JRT~I 

' 1,200 hours at 95 p. per hour= 

1,800 hours at 90 p. per hour= 

3,000 

~ : Workings : RSH = Skilled Men : 3,000 x 800 / 2,400 = 1,000 

Semi-skilled Men: 3,000x 1,600/ 2,400= 2,000 

Calculation of Labour Variances 

(1) Cost Variance= Standard Cost - Actual Cost 

= t 2,240- f 2,760= f 520 Adv. 

800 

1,440 

2,440 

' 1,140 

1,620 

2,760 
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(2) Rate Variance= Actual Hours Paid (Std. Rate - Actual Rate) 

Skilled : ~ 1,200 (Re. 1- Re. 0.95) = ~ 60 Fav.] 
~ 60 Fav. 

Semi-skilled: 1,800 (90 p. - 90 p. ) = 0 

(3) Efficiency Variance= Std. Rate (Std. Hours - Actual Hours Worked) 

Skilled : ~ 1 ( 800- 1,200) = ~ 400 Adv. ] ~ SS0 Adv. 
Semi-skilled :90p.(l,600- l,800)=~ 180Adv. 

(4) Mix Variance= Std. Rate (Revised Std. Hours - Actual Hours Worked) 

Skilled : ~ 1 ( 1,000- 1,200) = ~ 200 Adv. ] ~ l0 Adv. 
Semi -skilled : 90 p. (2,000 - 1,800) = ~ 180 Fav. 

(5) Revised Efficiency Variance= Std. Rate (Std. Hours - Revised Std. Hours) 

Skilled:~ 1 ( 800- 1,000) = ~ 200 Adv. ] ,,,. S d 
, 60 A v. 

Semi - skilled : 90 p. (1,600 - 2,000) = ~ 360 Adv. 

Verification : C.V. = R.V. + Eff. V. 

or ~ 520 Adv.= ~ 60 Fav. + ~ 580 Adv. 

and Eff. V. ;;;;; M.V. + R. Eff. V. 

or ~ 580 Adv. ;;;;; ~ 20 Adv. + ~ 560 Adv. 

3tMi<OI 16. 30 ~ -q 1l°1 ~ ~ ~ ~ ~ ~ ~ -q ~ ~ ~ 
1'fll'I t : 

Standard Actual 

Category of No.of Weekly Wage No.of Weekly Wage 
Workers Workers Rate ,per worker Workers Rate oer worker 

~ ~ 

S)91led 75 60 70 70 

Semi-skilled 45 40 30 50 

Unskilled 60 30 80 - 20 

ffl qffi'(q -q 32 ~ -q i:rf fcilU 1'flfl t1 W'IR WI ~ "ctt 1'Jl1RT q;u1 
~ : Basic Calculation Table 

SM All RSWW 

Std. Worker : SR SC Actual WW AR AC 
Weeks I 

Skmed 75 X 30 = 2,250 60 1,35,000 70 X 32 = 2,240 70 1,56,800 75 
- x 5,760 = 2,400 
180 

Semi-skilled 45 X 30 = 1,350 40 54,400 30x32= 960 50 · 48,000 45 
- X 5,760 = 1,440 
180 

Unskilled 60 X 30 = 1,8()() 30 54,000 80 X 32 = 2,560 20 51,200 60 
- X 5,760 = 1,920 
180 

5,400 I 2,43,000 5,760 2,56,000 5,760 



Calculation of Labour Variances 

(I) Labour Cost_ Variance= Standard Cost - Actual Cost 

= t 2,43,000 - t 2,56,000 = t 13,000 Adv. 

(2) Labour Rate Variance= Actual Worker Weeks (SR - AR) 
Skilled: 2,240 (t 60- t 70) = t 22,400 Adv. ] 

Semi -skilled : 960 (t 40- t 50) = t 9,600 Adv. t 6,400 Adv. 

Unskilled : 2,560 (t 30- t 20) = t 25,600 Fav. 

(3) Labour Efficiency Variance= SR (Std. Worker Weeks -Actual Worker Weeks) 
Skilled : 60 (2,250- 2,240) = t 600 Fav. l 
Semi-skilled : 40(1,350- 960)= t 15,600Fav. t 6,600 Adv. 

Unskilled : 30 (1,180- 2,560) == ~ 22,800 Adv. 

(4) Labour Mix Variance= SR (Revised Std. Worker Weeks 
-Actual Worker Weeks) 

Skilled : t 60 (2,400- 2,240) = t 9,600 Fav. ] 

Semi-skilled: t 40 (1,440- 960) = t 19,200 Fav. t 9,600 Adv. 

Unskilled : t 30 (1,920- 2,560) = t 19,200 Adv . 

(5) Labour Revised Efficiency Variance = SR (Std. Worker Weeks 
- Revised Std. Worker Weeks) 

Skilled : t 60 (2,250- 2,400) = t 9,000 Adv. l 
Semi-skilled : t 40 (1,350- 1,440) = t 3,600 Adv . , t 16,200 Adv. 

Unskilled: t 30(1,800- 1,920) = t 3,600 Adv 

Verification : L.C.V. = L.R.V. + L. Eff. V. 
or t 13,000 Adv. = t 6,400 Adv.+ t 6,600 Adv. 
and L. Eff. V. = L.M.V. + LR. Eff. V. 
or t 6,600 Adv.= t 9,600 Fav. + ~ 16,200 Adv. 
(C) ~~-lITTn'~ (Labour Yield Variance)-~ c-1&141~ ~ ~ 

l:IT3!T ~ cfi1 \:Ufu WI' ~-1IDIT ~ cfi1 Tf1l'RT cfiT1l ~ ~ fl ~ ~ <ilfdfcl~ 
WJaj°-U~ ~ B ~(expected)~~ <il~fcl~ ~B 'qill<fl 3TI'Efcti~~ 
qiRVf lW{ "ffiT@ -q'{ m qIB "Sl1ITq cf,1 ~ cfircTT t, ~ lW{ ~ ~ fcrqfuf ~ ffi"{1Jl ~ 
~~(output variance) mm ta~~~~ fi~nlmf ~W1dl ~~ll'Uiff 
mm t, ~ Tf1l'RT ~ft.Iii w:;i ~ qil m fcf,qy ,if@j t-

Labour Yield Variance= Standard Rate per unit of output 
(Actual Yield - Standard Yield) 

When, SY = Actual Hours Worked x Std. Output per hour 
~ c11fdfcl,.; ~-l:IT3!T w:nftrn ~-l:IT3!T B 3rt''cfcfi m m ~ ~ -qRT sil@T t 

i'f~ ~ ~ ~ -q ~ ~ -qRT ~ t, 
dc{l(SNI 17. ~ 12 (3'.i) -q~ TJ'{~ qil >l<WT~~ am ~ff~ fcfi 

cm~fc1~ ~ I 0,250 ~ t lW{ ~ cfi1 Tf1l'RT ~, 

~ cfimgR -q ~ -q ~ 5 k-f ~ ~ -q'{ 4 k-f cfiTtf ~31T m ~ ~-q'{ >f'GTq 

~I 
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m-r: 
. Actual Output · IO 250 

Working: SH= ___ ___;;__ x-No. of employees=-'- x 200 = 8,200 hours 
Output per hour 250 

AH paid= 200x40= 8,000 

Idle Hours= 200x I= 200 

AH Worked= 200x 39= 7,800hours 
SC= Std. Hours x SR per hour 

= 8,200x 50p. = f 4,100 
SY= AH Worked x Std. Output per hour 

= 39x250= 9,750units 
Sr. p.u. = Std. Cost per hour/Std. Output per hour 

= 200x 50 p./250= 40 p. per unit of output 

Calculation of Labour Variances 

(I) Cost Variance= Standard Cost - Actual Cost 

= f 4,100-, 3,997.60 = 102.40 Fav. 

(2) Rate Variance= AH Paid (Std. Rate - Actual Rate) 

= 7,600(50 p. _ 50 p. )= 0 l 
240(50p. -45p.)=f l2Fav. , 2.40 Fav. 

160 (50 p. - 50 p.) =, 9.60 Adv. 

(3) Efficiency Variance= Std. Hourly Rate (Std. !-'.{ours - Actual Hours Worked) 

= 50 p. (8,200 - 7,800) = , 200 Fav. 

(4) Idle Time Variance = Idle Hours x Std. Hourly Rate 

= 200 x 50p. = '100 Adv. 

(5) Labour Yield Variance= SR per unit of output (AY - SY) 

=40p. (10,250-9,750)= , 200 Fav. 

Verification : L.C.V. = L.R.V. + L. Eff. V. + L.I.T.V. 

or , 102.40 Fav. = , 2.40 Fav. + , 200 Fav. + , 100 Adv. 

and L. Eff.V. = L.Y.V. 

or , 200 Fav. = , 200 Fav. 

If the factory worked for 4 days, Labour Variances would be affected as follows : 

(I) Labour Efficiency Variance= SR (SH -AH Worked) 

= 50 p. (8,200- 6,200) = , 1,000 Fav. 

Workings : AH Worked = 31 x 200 = 6,200 hours 

(2) Labour Calendar Variance= SR per day (Actual Da)'.S - Budgeted Days) 

= '800(4-5)= , 800 Adv. 

SR 
-t- _ Budgeted/ Std. Cost _ 4,000 _ 9 800 perWly---""'------ ----, 

Budgeted Working Days 5 

Verification : L.C.V. = L.R.V. + L: Eff. V + L. Cal. V. + L.I.T.V. 

or , l02.40 Fav. :;;: , 2.40 Fav. + ? 1,000 Fav. + , 800 Adv. + JOO Adv. 

http:3,997.60


Men 

Women 

Output 

3~1g{Uj 18. 11;cf;f.fajufl~~JlTt<f~~~t : 

Nwnber in the Standard Gang 

Standard Wage Rate per hour 

STANDARD 

Standard Gang Hours in a five-days week 

Standard Output per Gang Hour 

ACTUAL 

Nwnber in Actual Gang 
Actual Wage Rate per hour 
Actual Gang Hours paid for 

A_ctual Gang Hours worked. 

Abnormal Idle Time 

Actual Output 
l3Jll ~ qft TfURI qi"{lj 

Men20 

Re.0.90 

40 hours 

50 units 

Men 16. 

Re. 1.00 
40 

39 
One Gang hour 

2,400 units 

Basic Calculation Table 

SM 
I AM 

Std. Gang Hrs. SR SC AH Paid AR AC SH 

SC of AO 

20x40=800 .90 720 16 X 40 =640 1.00 640 500 X 2 400 = 960 
2,000 ' 

10x 40=400 .80 ' 320 14x40=560 .50 280 400 X 2 400 =480 
2,000 ' 

1,200 1,040 1,200 920 
I 

50 X 40 = 2,000 2,400 

800 400 
RSH = Men : - - x 1,170 = 780; Women : -- x 1,170 = 390 

1,200 1,200 

Women 10 

Re. 0.80 

Women 14 

Re.0.50 

SR SC 

.90 864 

.80 384 

1,248 

AH worked= Men: 39x 16= 624; Women ~ 39x 14 = 546; Total 1,170 

Sy Std. Output from Std. Mix A al H W ked = --------x ctu ours or 
Std. Hours for Std. Mix 

= 
2
,000 X 1,170 = 1,950 units 

1,200 

SR 
. f Standard Cost of Std. Mix 1,040 • O 

52 per unit o output=--------= -- = , . 
Std. Output from Std. Mix 2,000 

Calculation of Labour Variances 

(1) Cost Variance= Standard Cost - Actual Cost 

= f 1,248 - f 920 = f 328 Fav. 

(2) Rate Variance= Actual Hours Paid (Std. Rate -Actual Rate) 

Men : 640 (f 0.90 : f lOO) = f 64 Adv. } f 
104 

Fav. 
Women: 560(f 0.80- f 0.50)= f 168Fav. 
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(3) Efficiency Variance= Std. Rate (Std. Hours - Actual Hours Worked) 

Men : ~ 090 (960- 624) = ~ 30240 Fav. } ~ 
249

_
60 

Fav. 

Women : ~ 0.80 ( 480 - 546) = ~ 5280 Adv. 

(4) Idle Time Variance= Idle Hours x Std. Hourly Rate 

Men: lx 16x ~ 0.90= ~ 14.40Adv. } 
~ 25.60 Adv. 

Women: lx 14 x ~ 080= ~ ll20Adv. 

(5) Mix Variance= Std. Rate (Revised Std. Hours - Actual Hours Worked 

Men:~ 0.90 (780- 624 )= ~ 140.4 Fav. } 
~ 15.6 Fav. 

Women :~ 0.80 (390- 546) = ~ 124.8 Adv. 

(6) Revised Efficiency Variance = Std. Rate (Std. Hours - Revised Std. Hours) 

Men:~ 0.90(960- 780) = ~ 162 Fav. } ~ 
234 

Fav. 
Women:~ 0.80(480- 390)= ~ 72Fav. 

(7) Yield Variance= Std. Rate per unit of output (A Y - SY) 

= 52 p. (2,400 - 1,950) = ~ 234 Fav. 

Verification: C.V. = R.V. + Eff. V. + I.T.V. 

or ~ 328 Fav. = ~ 104 Fav. + ~ 249.60 Fav. + ~ 25.60 Adv. 

and Eff. V. = M.V. + either R. Eff. V. or Y.V. 

or ~ 249.60 Fav. = ~ 15.60 Fav. + ~ 234 Fav. 

3i;IE;(Ui 19. f1i-:tf<:1f&d ~ "B ~ 3ITT: ~ ~ <f>l TJ1l"RT ~: 
-

Standard Actual 

Material Input Rate Amount Input Rate Amount 
Kgs. ~ ~ Kgs. ~ ~ 

A 500 40.00 20,000 400 45.00 18,000 

B 300 15.00 4,500 200 20.00 4,000 

C 100 ! 11.50 1,150 138 : 10.00 1,380 

I Total 900 1 25,650 738 23,380 

Loss 45 54 

I 855 25,650 684 1 23,380 

I Labour Hours Rate Amount Hours 
I 

Rate Amount 

I ~ ~ ~ ~ 

Men 1,000 2.00 2,000 900 2.50 2,250 

i Women 2,000 1 1.50 3,000 1,800 1.40 2,520 

3,000 5,000 2,700 4,770 
. 



A 

B 

C 

Men 

so 

Material Variances 

Basic Calculation Table 

SC of AO 

SP SC 

RSQ 

500 
X 684 = 400 40 16,000 500 

-x 738= 410kgs. 
855 900 
300 

X 684 = 240 15 3,600 300 
- X 738 = 246 kgs. 

855 900 

lOO X 684= 80 11.50 920 100· 
-x738= 82 kgs. 

855 900 

20,520 

SY= 738-5% of 738 = 701.1 

SR= SC of SM+ SO from SM= 25,560+ 855 = ~ 30 per unit of output 

Calculation of Material Variances 

(1) Material Cost Variance= Standard Cost - Actual Cost 

= ~ 20,520 - ~ 23,380 = ~ 2,860 Adv. 

(2) Material Price Variance= Actual Qty. (Standard Price - Actual Price) 

A : 400(4Q00-45)= ~ 2,000Adv.l 

B : 200(15.00- 20)= ~ l,OO0A.dv. ~ 2,793 Adv. 

C: 138 (ll50- 10) = ~ 207 Fav. 

(3) Material Usage Variance= Std. Price (Std. Qty. - Actual Qty.) 

A: Rs. 4Q00 ( 400- 400) = Nil l 
B: Rs. 15.00(240- 200)= ~ 600Fav. ~ 67 Adv. 

C: Rs. ll50(80-138)= ~ 667 Adv. 
1 

· (4) Material Mix Variance= Std. Price (Revised Std. Qty. -Actual Qty.) 

A: Rs. 4QOO ( 410- 400) = ~ 400 Fav ·1 
B: Rs. 15.00(246- 200)=~ 690Fav. ~ 446 Fav. 

C:Rs. 1150(82- B8)=~ 644 Adv. 

(5) Material Yield Variance= Std. Rate per unit of output 

SH 

(Actual Yield - Standard Yield) 

= ~ 30 (684 - 701.1) = ~ 513 Adv. 

Labour Variances 

Basic Calculation Table 

SC of AO 

SR SC 

RSH 

l,OOO X 684 = 800 hrs. 2.00 1,600 J,OOO X 2 700 = 900 hrs. 
3,000 ' 855 



Women Z,OOO X 684 = I 600 hrs. 1.50 2,400 Z,OOO X 2 700 = 1 800 hrs. 
855 ' 3,000 ' ' 

4,000 

SR = SC of SM + Std. Output from SM = 5,000 + 855 = ~ 5.848 

Sy _ Std. Output from Std. Mix A l H T l _ 855 2 700 
_ 

769 50 
k - --------x ctua rs. ota - -- x , - . gs. 

Std. Hrs. for Std. Mix 3,000 · 

Calculation of Labour Variances 

( 1) Labour Cost Variance = Standard Cost - Actual Cost 

= ~ 4,000 - ~ 4,770 = ~ 770 Adv. 
(2) Labour Rate Variance= Actual Hours (Std. Rate - Actual Rate) 

Men: 900 (~ 200- ~ 250) = ~ 450 Adv. ] 
~ 270 Adv. 

Women: 1,800 (~ 150- ~ 140)= ~ l80Fav. 

(3) Labour Efficiency Variance= Std. Rate (Std. Hours - Actual Hours) 
Men : ~ 200 (800 - 900) = ~ 200 Adv. ]I 

~ 500 Adv. 
Women:~ 150 (1,600- 1,800) = f 300 Adv. . 

(4) Labour Mix Variance= Std. Rate (Revised Std. Hours - Actual Hours) 
Men:~ 200 (900- 900) = Nil ] Nil 
Women : ~ 150 (1,800-1,800) = Nil 

(5) Labour Yield Variance= Std. Rate per unit of Output 

(Actual Yield - Standard Yield) 

= 5.848(684 - 769.5)= ~ 500 Adv. 

(3) aqfloQ<-4 fcci:HOI (Overhead Variances) .1 

c1m1fc1cfi aqf<ol.lir1 ~ tcfR'tllf<a aqf<ap.rf 4i" ~ 3RRl' q,l ~ cfi8 * ~ aqf<oq<-1 
W:f{Ul cf>l l'J17AT cfil "'1m ti 3qf<ol.l4i * ~ ~ ~ ~ * ~ -q"{ fcr,m ~ ~ ~ 
t-qf<c1J1~ft<:1 34R.ol{l! fcri:Rul ~ w:f{ ~qf<oq<-1 ~I 

Overhead Variances 
J, 

Variable Overheads Variances Fixed Overhead Variance · 
j, J, 

V.O.C.V. = SC - AC F.O.C.V. = SC - AC 
J, J, 

.L l J l 
V.O. Exp V. V.O. Eff. V. 
= RBC -AC = S.V.O. Rate (SH -AH) 

F.O. Exp. V. 
=BC-AC 

F.O.V.V. 
=SC-BC 

J, 

Eff. V. = 
S.F.O.R. (SH - AH) 

Cap. V. = Cal. V. = 
S .. F.O.R. (AH - BH) S.F.O.R. (RBH - BH) 
or SR (AH - RBH) 
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~ ~ -q ~ fcn'tFl 3qR.cll'-l ~ <l1T ~ f1t.Jf("ffoh1 ~I 

(i) QRcfd-1~nC'1 aqf{iSllll Pci-€4~01 (Variable Overhead Variances) 

qR_qd1lti1f1 3qR_oll'-l ~ qi] .:jf:11 it ~ ~ ,j.fl3q1@c.fi ~ ~ ~ ~ t , ~ ~ 
-q ~ qi] .:jf:11 ~ ~ ~ ~ i ~ ~ >lfu ~ <lT >f@ ~ C1T'IB fuR ~ t, 

-~ ~ ctt .:if:11 <l1T >ffu ~ < 3ll!fcll >ffu .:rucT) qRcict1¥i1a aqf<<>llll ffi7IB 1:j{ <tiW ~ 
~ ~ t am: ~ <lT WTT cfil ~ ~ ~1 qn,qd1lli1f1 3qn_i5lll~f t- fcr:RuT ~ cliRUT mm 
ti~~ aqR.olllfl ~ ~ # ~ olPl fcr:RuT (Expenditure or Spending Variance) ctT 
7J1TRT qi] "lrnt t, ~ fcr:RuT qRcid1lti1i:-1 w:rrfi«:I dqR.oll~l- B EllWfcN, d9R.olf'-l ~ ~ Ffi<lT 
~t, ~~*-

Variable Overhead Expenditure Variance= Std. Cost - Actual Cost 

When, SC::.: Actual Output x Standard Variable Overhead Rate 

1:fR EllWfqc.fi C1T'IB ~ -C1T'IB ~ "'11' m m fcl.:TTuT ~ "tfAI ~ i ~ ~ ~ 
w:rrfi«:I C1T'IB ~ ~ m m ~ ~ "tfAI ~ t 1 

-m:-1:!'R ffl ~ ~ ~ q cm,k,fqc.fi qui] i ~l!fcll w:nft@ ~ q c:!IWfqc.fi 

~) -q· ~ m "ffi qf<cid1lli1Z1 aqf<olflfi ~ ~ "Q ,-w~'!ili1Z1<'11 ~ qi] ,:ft 7J1TRT qil 
~1 ~ JlcfiR ~ ~ -q f1t.Jf("ff&a qf<qtf,wnfl 3qf{cxi'-l ~ ~ ~ sif@ i

qn:c:1J.,,HM aqn:c4q ~ ( 3l"'""1' ~) ~ (Variable Overhead Cost (or 
Total) Variance)-~ cUWfc!c.fi ~ 1R qf<c:!d1lti1fl aqf<olflfl -cfil wmi@ C1T'IB ~ EllWfclc.fi 

"f11TTff cfi1 ~ mm t, ~ ~ *-
variable Overhead Cost Variance= Std. Cost -Actual Cost 

When, SC= Actual Output x Std. Variable Overhead Rate 

SR= Budgeted Variable Overheads+ Budgeted Output 

1:fR ~ "f11TTff tjF@fc:1,., C1T'IB i't 3lfqq, ~ m ~ ~ ~ m "<'1'YTT fcNtm 
~ -q ~ ~ fcr:RuT "WITI ~ fcrq-{uy qf<c1d~ttfl aqf<olf'-l ~ ~ qf<c1d1lli1f1 

aqn:oll'-l c.fil41illl<.1<1I ~ cfi1 ~ mm t1 ~ ~ "q-

Cost Variance= Expenditure Variance+ Efficiency V'driance 

(a) qR_c:1J.,,HM aqR_c4q ~ fnrorT' (Variable Overhead Expenditure 
Variance)-~~ cUWfqc.fi ffl ~ ~ ~ G{ i't o!f'-l' (~ ~ ~ - qf<qd1littZ1 

"f11Tfff) ~ cfl~fqq, ~ ~ ~ mm t, ~ ~ *-
Variable Overhead Expenditure Variance= Revised Budgeted Cost-Actual Cost 
When, RBC (or Standard Overheads on Hours Worked) 

= Actual Hours Worked x Std. Variable Overhead Rate 
Budgeted VariableOverheads A 

10 
t/H 

or ---------x ctua utpu ours 
Budgeted Output I Hours · 

1:fR cUWfclc.fi "f11TTff lffflf~ ~ "f11TTff i't cfill t ol ~ ~ ~ mrtl "<'1'YTT 

fcNtm ~ * 3'.Ri'{ ~~mm, 
(b) qR_c:1J-,,RH; aqftc4q ·i:fi,d9i,IH<'il ~ (Variable Overhead Efficiency 

Variance)-~ ~ qil c.fil41'lll<.1<'11 -q ~ ~ -qftu'jrq mm t, ~ 7J1TRT -~ ~ f.ri::;f 
~ cfi1 ffl Ffi<lT ~ t-

Efficiency Variance= Std. Variable Overhead Rate (Standard Hours 
- Actual Hours Worked) 
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Alternatively, Efficiency Variance= Std. Variable Overhead on Actual Output 

- Std. Variable Overhead on Hours Worked 

Or Std. Variable Overhead Rate (Actual Output - Standard Output) 

"lffu: q,~fciqi cfil7-f ~ "SftlW@ "EfOi\' * 'qil{ ~ m ~~~mm~ fcrqi@ ~ 
-q~~~m7111 

a~15<01 20. ~ _f;rqfuft ~ "'1 ~ ~ qf<c1J11'ftct aqf<&p.f( ~ ~ Ti 
f-l'-ift1foit1 ~ ~ t : 

Budgeted production for February 2019 
Budgeted variable overheads 
Standard time for one unit 

Actual Production for February 
Actual hours worked 
Actual Variable overheads 

1<'f: Variable Overhead Cost Variance= Std. Cost -Actual Cost 

300 units 
~7,800 

20hours 

250units 
4,500hours 

~ 6,800 

= ~ 6,500 - ~ 6,800 = ~ 300 Adv. 
Workings : SC= Actual Output x Standard Rate 

= 250x 7800/ 300 = t 6,500 
Alternatively, the following variable overhead variances may be computed to 

make the position more clear : 
(l) Variable Overhead Expenditure Variance= Std. Overheads on Hours Worked 

- Actual Overheads 
Or Revised Budgeted Cost - Actual Cost = t 5,850 - ~ 6,800 =. ~ 950 Adv. 
Workings : Standard Overheads Hours Worked = Actual Hours 

x Standard Rate per hour 

=4,500x ~ 130= t -5,850 

Std. Rate = Std. Overhead per unit = 7,800 + 300 = t 1 _30 
Std. Time per unit 20 

(2) Variable Overhead Efficiency Variance= Std. Overhead on Actual Output 
- Std. Overhead on Hours Worked 

= t 6,500 - t 5,850 = ~ 650 Adv. 
Alternatively, Efficiency Variance= Variable Overhead Rate (Standard 

Hours -Actual Hours) 
= t 1.30 (5,000-4,500)= t 650 Fav. 

(3) Variable Overhead Total Variance= Exp. Variance+ Eff. Variance 
= t 950 Adv.+ t 650 Fav. = ~ 300 Adv. 

Alternatively, Total Variance= Standard Cost -Actual Cost 

= t 6,500 - t 6,800 = ~ 300 Adv. 

(ii)~ aqft:&1<.1 fiti:HOI (Fixed Overhead Variances), 

~ aqf<cll'-4 ~ <tt ~ ~ ~ ~ m~-m~ ~ ~ ~ t, IBR aqf<cll<i 
~<f>llJUAT~"SfqiR*<f>l-ill~t-
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(I)~-~* 3l'l~ "9'\ (On the basis of units of output)! 

(2) ~ "Efll'c1' * ~ "9'\ (On the basis of standard hours) 

~ aqftoll4'f ~ ~ -q H'-'lf<1f@a ~ cfft llUR1 cfft ~ t-
(1) ~ aqft«.14 ~m aqf<&14 ffi'T@'~ (Total Overhead Variance or 

Overhead Cost Variance)-~~ aqftoq4 ffilIB ~ cll«ifqcfi aqf{oq4 ffiT@ * ~ 
3Fij"{ k©clldl t, WI~ -q_ 

Total Overhead Variance= Standard Cost - Actual Cost 
(i) ~ ~ * ~ -q"{-

sc = Actual Output x Standard or Budgeted Rate per unit of output 
SR = Budgeted Fixed Overheads + Budgeted Output 

( ii) Jf'lITt@ "Efll'c1' * ~ -q"{-

sc = Standard Hours x Standard or Budgeted Rate per hour 
SR = Budgeted Fixed Overheads + Budgeted Hours 

<JR cll«ifqcfi "ffi1@' ~ 'ffi'lffi ~ "cf>l:{ t "ffi ~ ~ 1iRT ~ t ~ ~ ~ 
~ "ffi1@' ~ 31ff:!Cfi mm~~ 1'AT ~, "¥'f aqf<oq4 r~ ~ ~ ~ 
l{f?TT ~ cfiT ~ mor t ~ -

Total Overhead Variance= Expenditure Variance+ Volume Variance 
Volume Variance= Efficiency Variance+ Capacity Variance+ Calendar Variance 
:. Total Overhead Variance= Expenditure Variance+ Efficiency Variance+ 

Capacity Variance+ Calendar Variance 
(2) ~ ~ amffl ~ ~ (Expenditure, Spending or Budget 

Variance)-~ Ffim ~ ~ t cO«ifqcfi ~ oll<TT ~ 1l_cf ~ ~ oll<TT * ~ 
· a:Rf"{ ~qj"{of ti ~~-q-

Expenditure Varia_nce = Budgeted Cost - Actual Cost 
<JR cll«iftlcfi ffi1IB ~ 'ffi'lffi ~ "cf>l:{ i "ffi ~ ~ 1iRT ~ i ~ ~ ~ 

~ ffi1IB ~ 31f~ m m ~ ~ ll'AT '1(@T t, 
(3) 'QftiniJr amfflllm~ (Volume Variance)-~~ 1l_cf ~ ~ 

~ 3th cll«ifqcfi ~ ~ t!f a:Rf"{ * cfiT{Ul ~ aqftoqqf * 31f~ '41 qitJ ~ ffi (over 
or under recovery of fixed overheads) cfiT l:l11l ~ qj"{of ti ~ llUR1 * m H'-'lR-if@cl 
~cfil~M~t: 

(i) ~ ~-l{f?TT ~ i!( "&J<ffl qft ~-

Volume Variance= Std. Rate per unit ofoutput (Actual Output- Budgeted Output) 
or Standard Cost - Budgeted Cost 
~ ~ cfft c:11«1fqcfi ~-l{f?TT ~ ~-l{f?TT ~ 31f~ m m ~ a-qftoqq'1 q,1 

31f~ ~ (over-recovery)~ i ~ ~ ~ ll'AT '1f@T i1 ~ ~ ~ ~ cfft 
cll«ifqcfi -qr,n ~ l{f?TT ~ qitJ m "ffi ~ ftfR aqftoqqf ct,'t qitJ • (under-recovery) 

cfifflW t ~ fcr.RuT ~ 1iRT ~ i, 
( ii) ~ ~--qr,n Jf'lITt@ ~ -q "&Jcffl qft ~-

Volume Variance= Std. Rate per hour (Std. Hours - Budgeted Hours) 

When, SH = Actual Output + Std. Output per hour 

~ ~ tPJt ~ "Efll'c1' ~ 31ff:!Cfi m m ~ ~ 1iRT ~ i ~ ~ ~ 
~ "Efll'c1' ~ qitJ m m ~ ~ 1iRT '1(@T t, 
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'tITTfl fc:liHOI ciiT cpffcMOI (Classification of Volume Variance) 

1ITTIT ~ cfil4~~1('h11 ~. "cfi"r4~ ~ ~ ~ ~ q1y <TIT! mill i 
~-

Volume Variance= Efficiency Variance+ Capacity Variance+ Calendar Variance 

(A) cfil4,~1Hdl ~ ~ ~ (Efficiency Variance or Production Efficiency 

Variance)-~ cfi1 i:fil4~~1~m -q 1ffi«<R ~ Cfi~fc!~q ~ , _-m -q ~ 1ffi«<R ~ :cfiR17T 

~ JJqiR q1y ~ ~ mill i1 ~ ~ cfi1 ~ 1ITTIT cf cm:<ifqcfi 1ITTIT ( 3ltlcll ~ 
~ -m< cll«tfqi:fi ~) ~ 3T-m: ~ Cfi~fc!~q ~( aqf<oqqj ~ 3lf~~ cfilf ~ ~ q1y lTI1J 

~ cfi«fT i1 ~ l'JURT ~ ~ RJ;{ ~ q1y ffl ~ ,ifJffi t
(i) ~ om-lITT!T ~ * o!fcffl cfi1 ~-

Efficiency Variance= Std. Rate (Actual Ouwut - Standard Output) 

When, SO = Actual Hours x Standard Output per hour 

~ om .cfil cu~fc!cfi ~-lITTIT ~ ~-lITTIT ~ an~ "ITT o1 ~ ~ 
ll"RT ,ifJffi t am: ~ ~ ~ om 1ITTIT ~ q,lf m m fcriRuT ~ ll"RT ,ifJffi ti 

(ii) ~ ~ lID1l ~ lfO'tr' * o!fcffl cfi1 ~-
Efficiency Variance= Std. Rate (Std. Hours - Actual Hours) 

\;fq c11~Fc.,., ~ WTiftRf ~~ q,lf mm~ ~ ll"RT ,ifJffi tam:~ -q ~ 
.:roi'I' ~ an~ mm ~ ~ ll"RT ,ifJffi t, 

(B) ~~ (Capacity Variance)-~ fcriRuT ~ am: d4cfi(O~· ~ ~ ~ 
cfill ~ (over or under utilization) ~ cfiRUT fi:ff< 3qftoq4 cfi1 cfill ~ ~ ~ JRffrn 
cfi«fT i I ~ Idle Capacity Variance 31tlcll Idle Time Variance '!TI ~ ti ~ 1'JURT ~ ~ 
f.p::;f ~ qlJ ffl ~ ~ t-. 

(i) ~ om-mm ~ * o!fcffl cfi1 ~-
capacity Variance= Std. Rate (Std. Output - Budgeted Output) 

~ WTifirn 6('C!ffi-lID1J ~-lITTIT ~ ~mm fcr.:.RuT ~ ll"RT ,ifJffi t am: ~ 
~ ~ om-lIDTI ~ q,lf m m ~ ~ ll"RT ,ifJffi i, 

(ii)~ ~-lIDTI "Sllllft@"t:fUil -q o!fcffl cfi1 ~-
Capacity Variance= Std.Rate (Actual Hours - Budgeted Hours) 

"tlf(s "''~fqcfi ~ ~ .:roi'I' ~ 3lf~ m m ~ ~ ll"RT ~ t am: ~ -q 
~ trri1' ~ cfill m m fcriRuT ~ ll"RT ,ifJffi ti 

(C) Ai<-tus~ ~ (Calendar Variance)-~ ~mfto ~ ~ 'cfilq-~ cf 

cu~fqcfi ~-~* ~cfiKUTI~ ~ m \i!R 11{ ~ mill ti~~~ cfil l'JURT 

cfi1 ~ t m ~ ~ qlJ ~ ,n ~ ,if@} t, ~ ~ * ~ l'JURT ~ ~ f.p::;f ~ 
qlJ ffl ~ ,ifJffi t-

(i) ~ om-lIDTI ~ -q o!fcffl cfi1 ~-
Calendar Variance= Standard Rate (Revised Budgeted Output-Budgeted Output) 

Wh RBO
. Budgeted Output for period A al D 

en, =--------x ctu ays 
Budgeted Days 
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~ nQcf ~ ~-llffi ~ ~-l:JT5fl it a:ir~ m Iii fctcRu1 ~ ~ 
\JfloT t 31t{ ~ ~~~-'11"1 -a qjtf mm~~~ ~ t , ~ ~ 
~ f<ffillR m -q-{ ~ ffi"{lJl q,l lfO'Rl ~ ~ f.r::l' ~ "q;1 m M ~-

capacity Variance= Standard Rate Standard Output- Revised Budgeted Output) 

~ Wilm ~-l;{T51T mnf'«l ~ ~--qr,Jf ~ ~i'% mm~~~ 
~ ~ ~ q;qm m fci;:Rur~ >{A'T-if@I t, 

(ii) ~ ~-1:jr,{f wmi@ cl11il' -q' arcRr q,l ~-

Calendar Variance= Standard Rate (Revised Budgeted Hours - Budgeted Hours) 
. Actual Days 

When, RBH = Budgeted Hours for penod x-----
Budgeted Days 

~n'Qo~~~~l) 3lf'◄'fim"ol~~~~~~q,q 
mm~~~ \Jf@i t, ~ m-i!TO'T ~ ~ -q-{ ~ ~ q,l lfO'Rl ~ ~ f.il-f ~ "q;1 

'SflITlTM~-
Capacity Variance= Std. Rate (Actual Hours - Revised Budgeted Hours) 

<W. cll~fqcfi ~ -tj'fflfQo ~ ~ it 3'.lf~ 'ITT ell f~ ~ 3ITT ~ ~ ~ 
q;q m ell~~~ \Jf@i t, 

3/.;IM0I 21. ( 31) ~ ~ q;-r ~ ~ 5,00,000 ~ -smf cfll t 1 ~ 3=1qf~ ~ 
WR aqfo,q~ 2,25,000 (lo ~I Jira cfll cfil{©HI ~ m ~ ~ ~ ~ ~ ~ i@T t, 
~ ~ ~ m -ri· c:flf<lfqcfi ~ 10,250 ~ q;-r ~3lT ~ cl l~fqcfi ~ 

4,750 '<,o ~I 

wnfi@ ~ 40 ~ ~ m ~ 3WlR ~ 250 ~ Jlfu <.fClcl t, J:ITTt ~ 1:% 
~ ~ ~ ~ ~ cfiR1ll ~ mm I 

fcffei;:;{ WR d qfloqlj ~ q,l TJURT ~I 

(•0~(31)-q~~~cfilffl'tfim~~<ffl" fi~ fcfi~ -qmtiT-ll 
'tlfq ITT ~ ~ -q-{ ~ ~ ITT ~ fcfi<l11Tlll, W'IFI ffitan -q-{ ~ >l'IW-( ~I 

~: Workings: SC= Actual Output x Standard Rate 

= I0,250x45 p. = f 4,612.50 

SR = Budgeted Fixed Overheads p.a. + Budgeted Output p.a. 

::. f 2,25,000 + 5,00,000 = 45 p. 

BC 
'k Budgeted Cost per annum 

per wee = 
No. of Budgeted Weeks 

= t 2,25,000/50 = 4,500 

Bo k 
Budgeted Output per annum 5,00,000 

10 
OOO • 

perwee =--------=---= , uruts 
No. of Budgeted Weeks 50 

Fixed Overhead Variances 

(a) Units of Output Basis 

(I) Cost Variance= Standard Cost - Actual Cost 
= f 4,612.50 - t 4,750 = t 137.50 Adv. 

(2) Expenditure Variance= Budgeted Cost - Actual Cost 
= f 4,500 - f 4,750 = ~ 250 Adv. 

http:4,612.50
http:4,612.50


466 / mmr f4~<'\Qo1 ~ Rll.:sior 

(3) Volume Variance= Standard Rate (Actual Output - Budgeted Output) 

= 45 p. (10,250 - 10,000) = t 112.50 Fav. 

Verification : C.V. = Exp. V. + Vol. V. 

Or t 137.50 Adv. = t 250 Adv. + t 112.50 Fav. 

Note: Volume variance reveals that the volume achieved differ from budgeted. For 
finding out the causes of differences, volume variance is sub-divided into the following : 

(i) Efficiency Variance = Std. Rate (Actual Output - Std. Output) 

= 45 p. (10,250 - 9,750) = t 225 Fav. 

Working : SO= Actual Hours Worked x Std. Output p.h. 

= 39x 2·50 = 9,750 units 

(ii) Capacity Variance= Std. Rate (Std. Output - Budgeted Output) 

=45 p. (9,750 - l~,000) = .t 112.50 Adv. 

Verification : Volume Variance= Efficiency Variance+ Capacity Variance 

Or t 112.50 Fav. = t 225 Fav. + t 112.50 Adv. 

Alternate Basis-The Standard Houn Basis 

W ki SH 
. Budgeted Units Produced 10,250 

41 
h 

or ngs : = ---~----- --- = ours 
Std. Output per hour 250 

SR= Budgeted Overheads= t 2,25,000 = t 112_50 · 
Budgeted Hours 50x 40 

SC = Standard Hours x Standard Rate _per hour 

= 41 X t 11250= t 4,61250 

(1) Cost Variance= Standard Cost -Actual Cost 

= t 4,61250- t 4,750= t 137.50 Adv. 

(2) Expenditure Variance= Budgeted Cost - Actual Cost 

= t 4,500- t 4,750 = t 250 Adv. 

(3) Volume Variance= Std. Hourly Rate (Std. Hours - Budgeted Hours) 

=t 11250(41-40)= t 112.50 Fav. 

(i) Efficiency Variance = Std. Hourly Rate (Std. Hours - Actual Hours) 

= t 11250(41-39)= t 225 Fav. 
(ii) Capacity Variance= Std. Hourly Rate (Actual Hours - Budgeted Hours) 

= 11250 (39-40) = t 112.50 Adv. 

(b) Units of Output Basis 
Workings: SO= Actual Hours x Std. Output per hour 

= 31 x 250 = 7,750 units 
. Actual Days 

RBO = Budgeted Output for penod x ___ ___,;,_ 
Budgeted Days 

= 10,000x4/ 5= 8,000units 
(i) Efficiency Variance= Std. Rate (Actual Output - Std. Output) 

= t 45 p. (I 0,250- 7,750) = t 1,125 Fav. 
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(ii) Capacity Variance = Std. Rate (Std. Output - Revised Budgeted Output) 

= 45 p. (7,750- 8,000) = ~ 112.50 Adv. 

(iii) Calendar Variance =Std. Rate (Revised Budgeted Output- Budgeted Output) 

= 45 p. ( 8,000- 10,000) = ~ 900 Adv. 

Alternate Basis - Standard Hours Basis 

(1) Efficiency Variance= Std. Hourly Rate (Std. Hours - Actual How-s) 

= 11250(41-31)== ~ 1,125 Fav. 

(2) Capacity Variance= Std. Hourly Rate (Actual Hours 

- Revised Budgeted Hours) 

= ~ 112.50 (31 -32) = ~ 112.50 Adv. 
. Actual Days 

Workings : RBH = Budgeted Hours x . 40x 4 / 5 = 32 hours 
Budgeted Days 

(3) Calendar Variance= Std. Hours Rate (Revised Budgeted Hours 

- Budgeted Hours) 

= ~ 112.50 (32 - 40) = ~ 900 Adv. 

a«u1<01 22. f.li.:ifclf@1 ~ ~ fm'"R aqf<oqll ~ q,1 TfUAT cfi"U : 

Fixed Overheads 
Working Hours 

Budgeted 
~ 12,000 

6,000 
Loss in Production 10% 
Production (Gross) 10,000 units 

'gM: (1) Overhead Variance= Standard Cost -Actual Cost 

= ~ 13,333 - ~ 15,000 = ~ 1,667 Adv. 
Budgeted Cost 

Workings: SC =Actual Output X-----"---
Budgeted Output 

=(12000-2000)x 
12

•
000 

= ~ 13,333 
' ' (10,000- 1,000) 

(2) Expenditure Variance= Budgeted Cost - Actual Cost 

= ~ 12,000-15,000= ~ 3,000 Adv. 
(3) Volume Variance= Standard Cost - Budgeted Cost 

= ~ 13,333- ~ 12,000= ~ 1,333 Fav. 

Actual 
~ 15,000 

5,000 
2,000 units 

12,000 units 

Verification : Overhead Variance= Expenditure Variance+ Volume Variance 
~ 1,667 Adv. ==~ 3,000 Adv. + ~ 1,333 Fav. 

(4) Capacity Variance= Std. Rate (Std. Output - Budgeted Output) 
4 

==- (7,500- 9,000)= ~ 2,000 Adv. 
3 

. · Budgeted Cost 
Workings : Std. Output= ------x Actual Hours 

Budgeted Output 

= 9,000 x 5,000= 7,500 units 
6,000 
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S d R 
Budgeted Cost 12,000 ,. 4 . 

t . ate=-----=--=, -per unit 
Budgeted Output 9,000 3 

(5) Efficiency Variance= Std. Rate (Actual Output - Std. Output) 
4 = - (10,000- 7,500) = ~ 3,333 Fav. 
3 

Verification : Volwne Variance= Capacity Variance+ Efficiencx Variance 

Or ~ 1,333 Fav. = ~ 2,000 Adv. + ~ 3,333 Fav. 

f'c:4i-HOl-f'c:4:e<91EIOI ~ Slil""4&llll dQ41•1 

Mana eriaJ Uses of Variance Anal sis 

~I fc:1/l<.'l!lOI ~ ~ ci1 f1l--lf<.1f©l'l "ffi'q ~ ~ i-
( I) f.t Q-?10 I cfiT ~-fcrt:wrl-Fcm-1 q a I olll cH-t!Mcfi ~311 1R SI~ .-t.lc:ti1 ll f ~ qll 

~ ~ i1 fct;m ~ cf>1 ~WI@~~ ~ ~ ~ JJ'illf«<f matt~~ 
~ ~ ~ m1TI ('fcli' Rlf'P)@ '<fi\ 'WfioT ii ~-fclll<.'lllUI 'ffiT@ ~ cf>1 ~ Ji~ 

~ i1 ~ "T-l' ~ ~ ~ -q "ffioT i ~ qll{01 cll+afc:l<½i f~ ~ ~ Rmfu:r >flWTT ~ 
f1l9 ~ i, "ffl ~ ~ ~ ~-q c11+al4<t> r~ ~ >f!WTT~ ~ m ~ ~ ~ 
~ "3oT 'WfioT t, 

(2) amn:uf'4cfi ~~l<-1111 cfiT~-'?f'-?t'-fcrt:wrl-fc:1/l<.'lll 0 1 ~cit~ olllcl~lfll<½i 

~3TI cf>1 ~ ~ ~ cfi"{@J i1 ~ ~ olllcl~lfqq; ~ oill ~ fcrt:wrJ 
~ q ~ q;T ~ mm i1 ~ -q ~-fc:lll<.'lllOI qil &llcl~•llf4<½i ~ qll 

~~~°1m"ITT1TJI 
(3) ~~'cfiT~-fcrt:wrl-mWfUT ~~cit "T-l' ~ "c½il iral WTi'IT i ~ 

cll+afc:lcfi ~ JJ1.l'r:n' ~ f\:A i1 ~~cit~ olllclftlfqq; TifiGl13TI "tf{ ~ WTFl cf>1 
dilcl/lllcfil'll ffl ~ i1 ~ ~ fcrt:wrJ ~ "tf{ m ~ ~ "cfir-lT ~ mm i1 ~ 
'~ &ffi ~, ~ ~ ~ "ffi'q fi:rffit i, 

(4) l11m' '?.fi1'm' (Governing Factorts) cfiT ~ ~-fcrt:wrl fc:lll<.'lllOI ~ ~ 
~ d il{~lfqcq ~ ~ "T-l' ~ qll 1ffll ('fTll 'WfioT i ~ fci, ft'1_uf ~ cf>1 ~ q;1 'Sl'fuf.n'~ 
mi, 

(5) ~cfil f.t ~'dQ-, fcrt:wrJ 14/lettlOI ~ ~ ~ ~ <fiR1Jff cf>1 • cf>1 ~ i 
oill m ~ a=a<~,4l ~ qll ira1 ww:n ;jf@J t, ~ qll ffi'qlR m ~ cf>1 "Ticft 
~qll ~ mmt, 

fcrt:wrJ ~ cfiR1l1I° cf,1 • -q ~ cfe;q\' qll ,:ft 1ffl1 W@l i ~ ~ fct;m olffc@ fcmq ~ 
~ °1m ~ \j(J 'WfioT ~ ~ ~ fcrt:wrJ 3lf1lf-':1Ufllf cfiRcfiT ~~~ii~ qll 

~ 3lf~ ~ ~ cf>1 ~ati ~ ~~1<fi<o1 ·q ~ ~ wru ~ o~- cit rn 
'WfioT i1 

(6) md'i cfiilfqiif1 ~ f.t4j;jf-, cfiT 3Titm-ffi{Ul-fc:lll<.'lflUI ~ ~ cfe;q\' ~ ~ "tf{ 

~ "T-l' 3lf~ ~ ~ ~ '<fi\ 'WfioT f ~ fc.fi ~ fcr,;r{un ~ ~ 3'€1{~14l "ITTI m?:! °ITT 

~ -q' ~ ~ ~ ~ ~ ,:ft~ \j(J ~ t, 
(7) VlfNcf>1'~cfiT-in,f-~-fq/lJlqol ~ ~ ~ ~ cf,1 ~ cf>11IT51T cf>1 
~ Jn1<f matt,~~~ mf?IB m "llT cfioR m ~ WlfOl ~ i m ~ ~ ~ 
311~ "tf{ ~ ~ ~ ~ {i JJ1.l'r:n' -q' ~ mflt:R '<fi\ ~ i I 
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(8) !.1«1-!ictil ititir-~\JfT1Tff~-~-fcl:?f!qu1 !m''IFI «riT ~~ii"% 
~ ~ q,{ffi t Ffi ~ ™ >fGPl:l-itlf ~ 4t)(i:i'{Of WT i ~ W ~ -q· ~ ~ ~ 
~ cf;T ~ ~ ti 

(9) "ffilffi'-'1\l•l~ifi11i-fcrcRul-fcm?ltto1 ~ ~ cf>1 ffil@- sitl•l{>cfidl cf;T ~ mill t1 
~ ~ ~ ~ i ~ ~ 'll"ll" ~ i fcfi cm!: Mm cf>1 6i~:/l<.1dl <TT ~ 
Ffi<TI lT<l1 "ill~~ ~I ~ ~ cf>1 ffiT@ cf,!, ffl If~~ "tR ~ <fiB -q ~ 
~~ii 

(10) ~ fcNf1rr -a; RHHi;-1 i:fiT ~ !,llcfcfi<1-1 ~-fq~flf.101 ~ W'IFI 
fcNrin' cf>1 ~ ~ q(--11lc'l-lcfi 3-lRflR ~ -q ~ ~ t1 ~ ~ 3TI"EfR ~ ~ 
cfi'l'c:UR.lll. qi) ~ <n\ ~ t-1 . 

~ ~ ~ "t fcfi fcriwri-fc1:?lv1qo1 ~ ~ ~ ~d 4(:(i:i'("l "ti 
I fchHOO ~~(Causes of Variances) I 

(A) ~ ~ ~~~ ~ H'-1f'1f«rn cfiRUTI ~ mm i
(1) mmfi ~ ~ ~ -q ~1 

(2) mmft cf>l ~ ffi1@ (<ffill<l@ ~) -q ~I 

(3) 3UP=ITfi@ (non-stand_ard) mmft q,y ~I 

(4) ~ cf>l <ifi"lft ~ q;"RUJ~ ~ ~ ~ cfi8 ~ ~ ~ cf;T ffi'll ~ "5l'Tl<f m:TTI 
(5) mmfl cf;T emn-emn lff5IT * ~ ~ ~ oq1q1f<cfi ~ ~ ~ ~ CWcffl w,11 

(6) ~ ~ ~ ~ -q Tfffi'I ~ -tH 41(--1'11-$1 ~ ~ 1R ~ ~ ~ llR'f 

lf11RTI 
(7) ~"Bl1ll ~ mmf)cf;T~~ ~ . 

(8) ~ <fi1 ficfi2cfil<:111 ~ (emergency purchases)! 
(9) ~ <i>1 ~ -q "tffiqcR ffl ~ ~ ~I 

. (10) ~ fcf1Wl cf>1 3l<i_<~ffia1, (--114{cmfl q 31~~1(1dil 

(11) WWTT ~ wm-uT 1l ~I 
(B) mimt' ~ ~-~ ~ H'-1f(.1f&(! cfiRUTI ~ mm i
( I) cfi!liliR.4f &Kl m-qi:it cf;T 3l«li'4't.111' '{4cfi ~ (handling) I 

(2) ~ ~ cf>1 mJlJfi cf;T ~, 

(3) ~ q fl -q mr-ft1 
(4)~~<TT~W't.l -q~, . 
(5) ~ ~ cf;T ~-M~ cf;T~ '!R cfill'c!IR.41 &Kl fi-~ 31~ ~ -q 
~ m WfioT t, 

(6) ~ -q 3l~~i(1di ~ cfiRlJT 3Tffil1ltUT ~I 

(7) "ffi'lm ~ ~ ror~ a1~ m ~, 
(8) tl1?lm cf;T "'cllU "'qffi ~I 

(9) ~ f.mll:lUl cf;T 31'qlql 
(10) ~ filwrT -q ~I 

(11) ~ f.i$,rr -q ., 
<C> mimt ~ fElf.n-1-1 ~ ~ ~ ~ cfiRUT m ~ i-
< l) ~ qf{f ~@4r q "tffiqcR-mmft--M ~ m cf>1 ~ ~ cf,!, <TT 3lf~ 

"t!Bfl -q ~ ~ 1R "ITT~~ ~ qi) ~ ~'ti . 
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(2) fct;m >fq;R cf>1 mir.:ft cf>1 ~ -q cfilTT I 
(3) fct;m >fq;R cf,1 mir.:ft * ~ --q ~ ~I 
( 4) fct;m >fq;R cf>1 mir.:ft q;J ~ -q ~ 1:R ~ ~ ~I 

(5) ~ ~ cf>1 6l~~lt111II 

(6)w:JTITI'cf>l~I 
CD> m-zrnt-~~-~ f.fi;:r ~ m ~ i
(1) ~ cf,1 ~ ~I 
(2) ~ ~ cf,1 mir.:ft q;J ~I 
(3) ~3TT &Kl dlfilottli-ill 

(4) ~ RU8.fUT q;r 3ft!Tql 

(5) (lfljqf.lcfi ~I 

(6) w:JTITI' cf>1 ~I . 
(E) wr ~ ~-~ ~ H'-1R-!f&a ~ ~ mm t
(1) wnfirn ~ ~ ct,q <IT 3lf'fcfi ~ ~ ~ q;r 'T@RI 

(2) 3ll'fffi'll_G ~ GU -q ~I 
(3) f"Fl ~-'T@R ~ q;r WWII 
( 4) ~cfi2<f>lcll ➔ ~ 1ffillft (Emergent or Seasonal) ~ * ~ ~ ~-~ 1:R 

~cf>l~I 
(5) ~ 3(fq(ZW! d~ ~ ~ GU ~ 'T@RI 

(6) q,:1f.lufqj qr fct;m ~~ &RT ~ cf>l ~ ~ -q° ffl'-RI 
(7) f.ftAftf ~ * ~ * ~ 1:R ~ ~ (non-standard grade)* ~- cf>1 
~I 

(8) Wlf1TT * Rtffi1ll -q° • 31~ ~ Wlf1TT q;r WWII 
(F) Wf ,~IHdl ~-~ ~ HJ..ffl1f&a qiRl1TI' ~ "ITT ~ t
(1) f.fi;:r ct?rfl ~ cfi4-i:11!Nf q,1 ~I 
(2) <f>£f,:tlf<(ff q;r ~ ~I 

(3) "IfflR <IT ~ cf,1 ~I 
( 4) ~ ~ cf>1 mir.:ft qj'J "Sftl1lll 
(5) ~ fcM1n q;r ~ cf -a~-,~-➔-1111 
(6) Jfqfq RtlRUf-q" mf~ <il1 cfioT<ofl 

(7)"1@ij ~I 

(8) ~ ~-~ q;J 3ft!Tq( 

(9) cfi£f,:tlf<lff -q° ~ ,am ~, 31B~41•fl 'A)'1'Jql 

(IO) cfi4,:tlf<~ ~ ~ -q° f'ilucRI 
(11) cfiT<t cf>1 ~I 

(G) wr ftrl}111f ~-~ ~ H'-1fl1f&a ~-
( l) ~ ~ * ~ cf,1 <lsi<t>iffi➔ cfilTT * "cfiR1JT fct;m ~ ~ * ~ cf,1 

~I 

(2) fct;m ~ * ~ q;J fct;m ~ ~ it{ ~ ~ ~ ~ fct;m ~ ~ * 
~ cf>l ~cfi2cfiictl1 ~I 

(3) f<fi'm~*~cf,'t~~-q~~fct;m~~*~cf>l~I 
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(4) wnftIB ~~ ~"if>l ~jqg~a1 ~~~ ~ ~~ ~"'1~1 

(5J f'lfc!c1•rr<1 fq"l'JTI "'1 ac:mil•rn1 ~ i:-M<c11~l ~~ wnftIB ~ ~ ~~~1R 
~~~~~"'1~1 

(H) Wf ~ ~ fcrm'ur-~ ~ f.rCf efiRUTI ~ mot f-
( l) ~ (Routine) ffl (~ mqm cf~ "'11{fa, ~ ~ 3TIR) ~ ~I 

c2> ~ ~ WW<f m ~ ~ ~ ~ ~ ~ ~ ~1 . · 
(3) fcf"@ ~ ~~~~~~~~I 
(4) ~cf~ "'1 "{2-~ ~ ~ ~~~~~I 
(5) ~ ~ ~ ~ ~ (fcfi ~ ~ ~ &R1 3111<:W<lcfi ~ ~I 

(6) ~. 'tJRt <l'T ~ ~ ft;rq ffl ~ ~ -;;rr.rfl 
(7) ~ ~ ~ cfi4-i::11Rin' ~ qi'J'q 1R ~ 31RTI 

(I) aqf<cqq ~ fclt.HUl-qfo31cf1ltfl{1 cf ~ 3qf{olllfl. ~ ft;rq ~ ~ "'1 

~~-~ 1fO"Rf "'1 \jj'fffi t, ~ fcf'iRvT ~141'4d<ll Hi:.:tfctf«rn efiRUTI ~ ma i
( I) ~ll.-l ~ <l'T ~ ~ ~ ~ 1ITT«<RI 
(2) ~ Wfl3TI ~ w:r:r 1R ~ ~ m,y, 
(3) ~ "'1 181,ffi ~ 1ffic«R-Wfl ~ <Pl <l'T 3lf~ ~I 

(4) ~~~WWI~ ~~l#1cla1 ~~f"Fnr"iR"if>l~~m <~~~~ 
"lR~~ffl)I 

(5)lITTl'lfi~I 

(J) aqf<cqq .rr;rr ~~~ ~ f.rCf efiRUTI' ~ mot t-
(1) ~ "'1 aJm'QRUT f-1f'-'sfi<1a1 ~ ~ ~ fTR'rc:R: cf aqf<oqin· "'1 <PJ •1 

(2) -qm.n' "'1 l9Uift <l'T '{G ~ ~ ~ ~ ~I 

(3) oifl\il'R ~ ~ "'1 lWT ~ ~ 3lR ~ ~ lITT1T ~ ;.i11-{$tcti< ~ <l'T ~ 
'cfi"vfll 

(4) ~ "'1 ~; ~jqfft.ifo, ~ 3TIR ~~~~~I 
(5) fcf"@ ~ ~, cti4'<nRin· "'1 ~ 3Tifc:' ~ ~ ~ ~ ~1 
(6) ~ C4 cll({ff<lcfi ffl-k-TT ~ 3RRI 

(7)~~~~~1 
(K) aqf<cqq 9i~IHHdi ~-~ ~ ~ ~ ~ 1ITT«<R ~ ~ t, 

~ f.ri;:i efiRUTI ~ ~ mot t
( l) ~ "'1 ~Siltlcldil 
(2) ~-q· 3'J~ ~ 3Nlc{l1 

(3) ffl ~ ~ 3RRI 

( 4) ~ "'1 19Uift I 
(5) ~ ~ "'1 ~ ~ ffll . 

(6)ww:J~~~I 

I fcil€HUrf qiT fiqlQ-i QT f.ti!ijeHI (Disposition of Variances) I 
~fcfim~~~f.;qfvl~lg"Tffi"lR (~ffl~. f.ifmll:f@~q~ 

~ ffil@r ~) ~ cill({ffqcfi ffil@ ~ \jj'fffi t ;m< w:mi@ "UmlIT "cfiT ~ ~ ~ ft;rq 
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~~~~~nfil'1f@Tt"ffi~<fil~"qffi"{UTqil~fflq~~fflqil 
>ITTm~-~ ~ <iR~RlflUl~ W<li1 w:rffero~-*3lltm~~~~ 
-tm~cfil ~~3:ifu~m-;jf@f t ~~cf>lRiRRT~m~* 
cll~fclcf> ffi\1 ~ ~ \lfT ~ t1 

~ cfiT f.r.R:RT ffl <fil fciff:f * ~ -q ~@9k1 ~ llcf ~ -t1 ~ cfiT llcf 't Ni" 
wn "SlcfiR * ~ ~ ~'q-ffi ~ il" ~ (transfer) qi{~~ om~ RlflUI ffil@ 

cfil W1 ~ -1lAT ~, ~ fcn-q * ~ ~ cfil<f, ~ l=!@ c1 ~ ~ qft ffil@~ w:rffero 
. ~ ~ 'l~ifofict ~ ~ ~I ~ (.%.Ml<:17. cfil lfct" t Ni"~~*~ ~ ~'Ill 
~ q;) ffi'l-m ~ * 3"Rfrnl ~ \ifRT ~, m ~ ~ ffi"{01 6lf.lq,'5foftq 
CfiR<fil. ~ qfio11JH<Hi,q ~ ti 3lo: ~ ~ (Inventories) 3m: ~ ~ <fil ffil@ (Cost of 

goods sold) ~ Wl ~ ~I 

ffil@ ~-* ~ qft ~ ~ M'El<TI ~ ~ t ~ ~-W£f qft ~ ~ 
~ ~ q;m \lfT ~I qffifq ll. ~ "Sl<fiT{ ~ ~ cfil lJ_V{ fql((-lqUj ~~ ~cfil 

1@l "WIRT~ 3m: ~ m ~ f.r.R:RT M ~,ff~, ~ * ~ cfil RiRKI 
(I)~* m-~, WI -qy 3qf<&l~, (2) ~ * 3TI<flR, (3) w:nNo ~ * -~ 
3fi'lq, < 4) ~ * cfiRU1 am cs) ~ ~ 3llR 3Wli ~ ~ ~ ~ t, ~ 
~on~ ~rifctmur~ftfi111'M W ~m~ a1f.t£1..;jUR£1 ~ (~ ~ 
~ -q ~ * cfiRU1 ~ ~ sq -qftc@;:r, cj-qf.luy~ ~ r.fiRUT WI ~ ~ 1fficl'cR ~) * cfiRU1 

~ m' "ffi ~ ~ ffl (Work-in-progress), ~~nmftmmf~ctfr~-q-~ 
amtr~ ~ctfrlITTTT m~~ ~ fcnlftn~~~ ~ ~ ~ ffil@ * 
Wl l=fR \ii"@ t1 ~ fcf9"ful ~ 'WITI' ~ ~ fai aicff.41fl4'j cfft ~¥~1Hdl, f.tfiia:;4dl, 
~ m -1HUc! ti I :fl ~cfiroJT~~, anmt:_;rrftfi~~• f.tll=ston £1 5l(ff~ffl"f-trf.r 
g'q"~'di'{~~. 
~ m * ffil@ fcftRUTI cfiT ~ R'1 m ~ ~ '1f@T t-
(1) mirJiT ~ ~-~ ~ ~ ~,wy 7.fil ~ 7.fil ~ -qy di~'il<i'ldl q 

=<.1,'"'4<'"""'q,~~ * cfiRU1 mm ffi{Ul qft {rm ffi'l-~ ~ -q ~qi"{~~~~~ 
~ ~ ~ ~ ~ -q 1fficl'cR, ~ ~ -q ~ ~ diHq-?fUftq cfilron 3lYfcTI 

-srqrtjt• qi1 ~ * cfil{VJ t m ~ um cfi) ~ ffl, ~ ~ oYTT ~ ~ c.tt ~ 
-q ~ 3lcntf -q ~ 7.fil Tft ~ -q ~ ~ ~ * ~ "qJ mqJfi 7.fil -qpfl * ~ -q 
fc@ful qi"{ ~ ~I 

(2) 'ffltl'lftlff"-:lT 'll'T ~ f-1£1-stUI :ziR ~ -mi:im * ~ (Handling) -qy ~ 
(Processing)~ <.119Fll!51 -qy <!i~'il<i'ldl, lffil•pp:p;j'jqft ~. ~~ 7.fil mtlJTT * 3441'1, 

mi:mr ~ ~ ~ ufA "qJ WJfiffi f.m8:lUT * oNJq * cfiRUT ~ t m ~ c.tt -um ffill-m 
~ * 3RffuJ qi"{ t;ft ~ 3fu: ~ ~ wwn <.tt ~ -qy ~ fql3lUJ if W'◄-' ~ 
3if.w,iun<i cfiKOTI B ~ t m ~ <.tt -um q;) ~ ffl, ~ ~ oYTT ~ ~ <.tt 
ffi1@ l!f o{J .3lqf~ if ~ tfTlOO 7.fil -qpn ~ ~ fc@ful ~ ~ ~ I 

(3) WI'~~-~ ~ ffito1 {lfqqlff'<l fcf,wy Cf,J 3~1ffl1dl &It( <.119(ql~l (tl q 
~ ~ ~ ~ ~ i ~ ~ f.rqf--.v.1 qi{ ~ t m ~ c.tt -um ~-m ~ * 
3Rlffir ~ ~ ~I ~ ~ ~ wrrcIT 7.fil ~ , °qJ q &if1q-?!oflq cfiRU1 (~ 

tji,jf1 u\lW &TU~cfil~ -q ~) ~ ~ tm~<.tt-ufucfi)~<f'f. ~l=!@q~ 

~ 7.fil °<.1"Pm -q ~ <11 ~ "Um * ~ -q fc@fuf qi"{ ~ ~I 

(4) ~ ¥¥1Hdl ~-~ ~ cfii:fii11ft ti
1i 7.fil ~ -q 1fficl'cR, M W * 

cf>4=q1f<£t1· ~ ~. 1MR c1 fl <.tt fflr-ft <11 ~ mi:mt * cfiRU1 t m ffi{Ul <.tt -um 
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~-m ri -4 ~ ~ ~ ~1 ~ ~ ~ ~ cfil ~ * qi'f{lJ"f men t m ~ 
~ ffl, ~cf~~ cfil ffil@ -q fc«lftl ~ ~ ~I 

(5) 3qf{sqq -rnflrmrf-~ ~ ~ H'-1fc1f@'I ~ ~ qn_Ujjl,H,q{<\q men tell 
~ <fil UM cit ffi'q-ffi ri -q ~ ~ ~ ~ ~ ~ ~ ~ 31~.Jitf..i1<ii 

~ <l1 &if.i,:i..,.on,:i ~all'* qi'f{lJ"f mm~ cfil UM cit~ cfil"lf, ~ q ~ ~ cfil 
"ffiT@ °4 fcfafuf ~ ~ ~I ~ ~ ~ ~alt* qi'f{lJ"f "ITT "ffi ~ ~ -i«:: (deferred 
item) ll'FFfl ~I 

(6) 3qf{sqq ~ ~ ~-~ ~ ffi'{'U"I <fiif"-llR<f'f cfil cfil4'.t>¥1<-Hll 311R 
f.i,:i;.;;iun,:i ~ * qi'f{lJ"f men t m fcf:;:rorJ <fil UM cit "ffi'q-ffi lslri, -q ~ ~ ~ ~ 
~ ~ ~ "Sf'JTCI)' cfil ~ otfl ~ lTT7T -q ~ 311R 3if1,:i;.;;iun,:i ~ ~ men t "ffi 
fcf:;:rorJ <fil UM cit~ cfiT4, ~cf~~ <fil "ffiT@ * fcloftf ~ ~ ~1 lITTllft mall' 
* qi'f{lJ"f ~ fcf:;:rorJ cit ~ -i«:: ll'FFfl ~ I . 

(7) 3qf{c5c4q $1i'1Hril ~-~ ~ ~ cfiif"-llRlfi cfil 3i'.t>¥1<.1<1I, 31J~ * 3l"l1q 

<l1 ~ ~ cfil ~ q ~ * ~ * cfiR11T men t m fcf:;:rorJ cfil UM cit ffi"f-m lslri, 
-q ~ ~-~ ~ ~ -~ ~ "Sf'JTCI)' cfil ~ <l1 fcfim 3iH'-l;.;;iun,:i ~ ~ q;(-l~{<,q 

13TI t m fcf:;:rorJ cfil UM cit ~ <fiT4, ~ q ~ ~ cfil "ffiT@ * fcfafuf ~ ~ ~1 

I flei:IH1c6 ~ (Theoretical Questions) I 
~ cft'd attfltt ~ (Long Answer Type Questions) 

1. ~ f•H~qUj <f<TT't?~~~~~m qf<"-llcl1 ~~~t? 
2. q;,:ft-q;,:ft ~ men t f<:fi' ~ ~ ~ 1l~-fqtj{Oli¥1 ~ >ftlTCl' ~ ~ fcrru-fqtj{Uli¥1 

-~ ~ ~ ~ ~14f--'tl<l men tr~~~~~~ f<:fi' ~ 1fcf;R * fqtj{Uli¥1 cit 
3lJ'CI ~ m ~ ~ ~ ffl I 

3. 'fcM{Uli¥1 fcm-lt:10( * ~'cfil cftlR ~ * ~~cfi1UI ~ ~I 

4. '3Rm' ~ w ~ mm ~ i ~ ~ cfil"lf ~ t,· ~ 3Tf'Cl ~ ~ ~ 
~ f? ~ ~ cfil"lf cfiT ~ 3lJ'CI ~ m ~ ~ ~ f? 

5. ~'IA WW:*~*~~~ cfiT cfUR -tj~ -q ~, 
6. f.ii:.ift"tf&d fcf<f<UTI <fi:f ·31tt ~ ~ cfiT -tj~ -q cfUR ~
(i) ~ G{ ~ (ii) wt ffl@@T ~ (iii) ~ ~ fcf:;:rorJ 

~ . ~ attfltt -m- (Short Answer Type Questions) 

1. ~ fq¥cll':101 cfiT ~ ~ t? 
2. ~ 3lf< ~ ~ -e 3lJ'CI ~ ~ f? 
3. ~ ~ ffi'{'U"I cfiT et•IT<fi{Uj ~ ~ ~ fcti"'-l1 "l'@T t? 
4. ~ ~ ~ cfil et•IT<fi{UI ~ ~ ~ fcti"'-l1 "l'@T t? 
5. ~ ~ ~ fcf:;:rorJ ~ m qf<ilR-11 ~ cfiT 1fffiq) t? 
6. R'-1ft"lf&d fcf<f<UTI -q ~ ~ * 1lfil' qi'f{lJ"f ~ : 
(a)~~~ (b)~~~ 

(c) ~ fi:fl}lUJ ~ (d) ~ ~-~ ~ 
(e) ~~ffi'{Uf (f) ~~~~ 
(g) ~G{ ~ 
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7. ~ ~ -tj"fflq;, ~ <Fll t? ~ lJURT ~ qil ~ t? 
8. ~ ~ ~ <Fll !? ~ WI ~I 

I c5tfilA66 ~ (Objective Type Questions) 

1. d4<il$~ ftncP:IT f.ti..tfc-1f-Oaa ~'~•f~'~': 
(i)fcr-cR"ol~m~t~~I 
(ii) ~ ~ ffil@ ci1wfqq, ffil@ ~ 3lfEfcfl mm ffil@ ~ ~ ~ ~ 

~ti 
(iii)~ w.r{Uf (fof ~ ~ t ~ cii«lfqq, !fioA ~ 11<l1 ~ ~ ~ 

~ ~ f"Ff m1 
(iv) Wllm ~ fcr-cRuT ~ ffilIB fcr-cRuT ctiT ~ 1l'fll t ~ fcf, cil«lfqcfi ~ ~ 

~ ~ lIDll am ~ cilWfqcfi lIDll ~ ~ 3Rf{ ~ cfiR1l1 ~ ~ !1 

(v) ~ ~-lIDII ~ am ~ -a-cf-~ fcr-cRuT f"Ff ~ ~ ~ f 1 

(vi)~ cil«lfqifi ~ ~ ~ ~ 3lf°'Efcfl t 'ITT~ ~-lIDII ~ ~ 

(vii) ~ ~ lIDll ~ ~ ~ ~ ctiT -a-cf-~ f1 

(viii)~ -a-cf-~~~~~ ffi"{1l1 ctiT -a-cf-~ !1 

(ix)~~~~~~~~~~ m ~ ti 
(x) ~ ~~ ~ ~ ~ ~ ctiT -a-cf-fcffiul ~ !1 

(xi) ~ ~ ~ ~ ~ ~ ~ ~ ~ cil«lfclifi ~ ~ cf;Jl !1 

(xii) ~ ~ ~ cil«lfqifi ~ ~ ~~ ~ t:JUil' am i:41Wfq<fi ~~ 
.ft"'q 3Rf{~t1 

(xiii) ~ ~ ~ ~ i:41Wfqqi ~ ~ ~ ~ ~ ~ ~ am 
!fioA q;'t lf{ cllWfclcfi ~ ~ ctiT 3RR t1 

(xiv) sfl1I fcrqpJ qi) ~ ~ ~ ~ ~ 3'd(<:.14l ~ ~I 

(xv) ~ ~ W-RUT qi1 lJURl ~ ~ ~ ~ ~ ~ ~qi)~ qft 
~ti . 

(xvi)~~ fcrq-{ur cfi1TT ,ft~~~ "ITT ~I 

(xvii) Wf~~~~~~"tl 
(xviii) ri ~ ~ q;'t ifi141il(1<"1111 ~ 311il(l~dl qi) ~ ffl fl 
(xix) fcrq-{ur fcjl(t,\qUJ ~ ~ 3llifif~ifi <:.'i(TI ~ 1'.f<:.<:. <li'(dl ti 
[Answer : ~ : (i), (ii), (iii), (iv), (vi), (vii), (xii), (xiv), (xvi), (xix); 

~ : (v), (viii), (ix), (x), (xi), (xiii), (xv), (xvii), (xviii).] 

2.~~\TU-
(i) ~, rc1l(~qa1 ~ feri:r<uri qi1 .......... ..... am ............... mctt ti 
(ii)~~~am ............... ~~~aRRtl 

(iii)~ ffil@ ~ .............. . ~am ............... ~~~-a-cf-~ 

~~ti 
(iv)~ cilWfc!ifi ffil@ ~ ~ 'ffiTffi 3lf°'Efcfl t 'ITT ffilIB ~ qi) ............... ~ 

~ti 
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( V) ~ q I «ifct cf; ~ - lITTIT >ll1lfl«J ~-lITTIT ~ an~ t m m-{UT .... .... .... m I 
(vi) Wj<RI m-imT ~ w:nfuf am qlf<lfctc+; ~ ~ 3RR -cf;) ............... ~ TTI, mlfJft 

~ m-{UT ffl t, ' 
(vii) mlllfl fiJ~ m-{UT <flft ~ ffl t ~ ..... ...... -w:mirn fiJ~ ~ il' ~ ~I 

(viii) mlllfl ffl1J m-{UT o> mlllfl fif~ m-{UT am (2> ...... ......... il' ~-fr.i~ 
fcfitrr~fl · 

(ix) mlllfl ~-ffllJ ~ <liT ~ ~ mlllfl ............... m-{UT t, 
(x) mlllfi ~-lITTIT m-{UT mlllfi ............... m-{UT <liT 11;<fi ~-~ f I 
(xi)~ qlf<lfctc+; ~ Jf'l"fC{ ~ ~ 3m:fcfi tell mlllfi ~ ~ ........... ~ ~ t1 
(xii) ........ .... ... ~ ffilffi ~ <liT ~ ~ t 'ffl fq, qlf<lfctc+i ~ ~ ~ Jflffi'i@" 

"imrT am ~ ql«!Fc.cfi "imrT ~ ~ 3RR ~ cfiT{11J ~ ffl t1 

(xiii) mlllfl fif ~ fcr.:RoT ~ -mi:oft om ~ <liT ~ ~ t -m fct; mlllfl fir~ 
cfft ~ ~ ............... am· •.......•.•.... ~ ~ 3RR ~ cfiT{11J t, 

(xiv) wr ffil@ fcr.:RoT wr cfft WTiftrn ffil@ am ............... <liT 3RR t, 
(xv) ~ ~ ~ cilJl lfO"RT <liT ~ f ............... 1 

(xvi)~~ fcr.:RoT ffl ............... ffl f1 
(xvii) qlf<lfclc+i ~ ~ ft;f-q Jl1'.l'TCJ ~ ~ ~ ~ cfft ~ qjf<lfeic+i ~ 

~~a:RR-c+;) ............... ~mt1 

(xviii) wr fiJ~ ~ -cf;) ••. ••... .•.. •. . tjy m ti 
(xix) ~'«I' w:nfuf ~ <f>l lfO"RT <liT ~ f .. .... ......... ! 
(xx) ~ mlllfi ffilffi fcriRirr 400 ~o ~ t am mllJfi ~ ~ ·l 00 ~o 

~ t m 'mimt ~ fcriRirr ............... m ~, 
(xxi) qlf<lfqc+; ~-lITTIT~-"imll cfft 'SI'@~ G{ = ? 
~: (i) lfO'RI, ~ (ii) ql«!Feic+i (iii)~.~ (iv)~ (v) ~ (vi) 

~ mlllfi cfft qlf<lfqq; i:fT';IT (vii) ~ ql«lfc:lcf; "imrT (viii) ~-ffllJ ~ om--imrr ~ 
(ix) om--imrr (x) ~ (xi) ~ (xii) mlllfi ffl1J ~ (xiii) Jf'l"fC{., i:41«lfc:lc+; (xiv) 
wr cifft ql(-<lfc:lc+; ffilffi (xv) Idle Hours+ Standard Rate per hour (xvi) ~ (xvii) wr ffilffi 
(xviii) Gange Composition Variance 

(xix) RSH = Std. Hours. of each type of labour x Actual Hours Total 
Total of Std. Hours of all types of labour 

(xx) t 500 ~ ( xxi) >!lffil«f ffil@] 

3.~~~-
(i) qj(-<lfc:1c+; ffil@ am~ ffil@ <liT 3RR ~ t-
< al) ~ (q) ffi'q (~) ~ ffil@ 

(ii) mlllfl <f>1 -w:mirn ffil@ am mtrnt <f>1 qjf<lfc:1c+; (ffil@ <liT 3RR ~ t-
< al) mllJft ~ ~ (q) mllJft ~--imrr ~ (~) mllJft ffil@ ~ 

(iii)~~~ m ffl t-
< al) ~ (q) ~ (~) ~ 
(iv) wr ~ fcrqrcrJ <f>l lfO"RT <f>1 ~ t ~-
( al) ~ ~ qlf<lfctcfi cfil4c6R1 ~ ~ foq-;;::r ~I 
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(Gil') ~ ~ cm-{ffqc:fi c:fii4c:fiRl ~ ii f'l-Fl m, 
("B) >ll-lW@ ~ qj.(-{ffqcfi c:fi,4cfiRl ~ ii f'l-Fl m, 
(v) ~ WI'~~ 2,000 ~o ~ t ~ WI' G{ ~ 500 ~o ~ t m 

W-l cfii4~~1(-ldl ~ ~ ~-

( 3l) 2,500 ~o ~ (Gil') 2,500 ~o ~ ("B) 1,500 ~o ~ 

( vi) mlUft ~ ffi{Ul cfil cfi't;f-m 'WT ~ ~ cfi1 >ll-lW@ 1,f;fl ~ c:11.(-{ffcfefi 1-{T;fT 

~ oij'q ~ ~ ~ t-
( 3l) mlUft "3ffl ~ (Gil') mlUft f4WJT ~ ("B) mlUft ~-"3ffl ~ 
( vii) cfi't;f-m mlUft "3ffl ~ cfi1 ~ ,ITT t-
( 3l) mlUft ~ml "3ffl ~ (Gil') mlUft ~ ~ 
("B) mllm c:til4~~1(-ldl ~ 

(vii) cfi't;f-m m1lJft "3ffl ~ cfi1 ~ ,ITT t-
( 3l) m1lJTT ~ml "3ffl fcr.:Rul· (Gil') mlUft 1,f;ij ~ 

("B) ml-{"!:fl cfil4~~1i!1dl ~ 

( viii) cfi't;f-m m1lJft ~ ~ cfi1 ~-fcRRuT ,ITT t-
( 3l) m.p,ft f4WJT ~ (Gil') m.p,ft ~ - 1,f;ij ~ 

("B) mlUft ~ ~ 
(ix) ~ cfil4<t>Rl ~ ~ ft;rn wufira ~ ~ ~ qlfdfqc:fi c:fil4c:fill..l ~ ~ 

~ >ll-lW@ ~ ~ oij'q ~ t-
( 3l) W-l ~ ~ fcRRuT (Gil') W-l ~ fcRRuT 
("B) WI' ~-~ ffi{Ul 

(x) ql.(-{ffqct, ~-1,f;fl ~~~~a;{~ ~ ~ cfi1 l'flIT c:11.(-{ffqcfi ~ 
~~oij'q~t-

. ( 3l) W-l ~ fcRRuT (Gil') W-l c:fil4~~1i!1dl fcfi:RiJl 
("B) W-l ~'lo cfil4~~1(i'ldl f~ 
(xi) cfiT4m ~ fcRRuT "'11fO'RJ cfiT4m cruil' 'cfiT ....• .. .... ii Tl'~ "'1 ~ ti 
( 3l) 1ffif "6fOGT ql.(-{ffcil<t> G{ (Gil') 1ffif "6fOGT >ll-lW@ Gt 

( "B) 1ffif ftrcm >ll-lW@ G{ 

(xii) l3ll:J G{ ~ q,l 1fO'RJ ~ ~ cfi't;f-il ~ cfi1 m f<fi<rr ~ t? 
( 3l) AH paid (SR -AR) (Gil') AH worked (SR -AR) 

("B) SR p.h. (SH - AH) UO AR p.h. (SH -AH) 

(xiii) mlP-fl f4WJT ~ q,l TJUR1 ~ ~ cfi't;f-il ~ cfi1 m f<fi<rr ~ t? 
( 3l) SP (SQ -AQ) (Gil') SP (RSQ - AQ) 

("B) SP (SQ - RSQ) (~) AP (RSQ - AQ) 

(xiv) f1i.::if~f{ga ~ ~ ii cfi't;f-m 1Ti!1"d' t-
( 3l) M.C.V. = M.P.V. + M.U.V. 

(Gil') M.C.V. = M.P.V. + M.M.V. + M.Y.V. 

("B) M.C.V. = M.P.V. + M.U.V. + M.M.V. 

(xv) mlUft ~-1,f;ij ffi'{1Jl q,l 1fO'RJ ~ ~ cfi't;f-m ~ ffi1l ,ITT m t
( 3l) SR per unit of output (SY - A Y) 



(~) SR per unit of output (Std. Loss -Actual Loss) 

(~) SR per unit of Input (SQ - AQ) 

~ rcm.\quj / 477 

(xvi) ~ cfi1 >llITft@ ffil@ cfi1 TfO'RT ~ m ~-m ~ 'ffill ~ 'ITTnl t
( 31) SC= SQ+ SR per unit of material 

(~) SC= Actual Output+ SR per unit of output 

(~) SC= AQ + SR per unit of material 

(xvii) Wl cfilll~:tl~dl ~ cfi1 TfO'RT ~ m ~-m ~ ~ t-
( 31) SR p.h. (SH -AH paid) (~) AR p.h. (SH -AH paid) 
(~) SR p.h. (SH -AH worked) (~) AR p.h. (SH - AH worked) 

~: (i) ( 3l), (ii) (~), (iii) (~), (iv) (~), (v) ( 3l), (vi) ( 31), (vii) ( 31), (viii) 
(~), (ix) (~), (x) ( 3l), (xi) (~), (xii) ( 31), (xiii) (ii), (xiv) (~), (xv) (~), (xvi) (~), 

. (xvii) ~I] 

I &tct~IRcfi ~ (Practical Questions) [ 

Material Variances: 

I. 3{fffl @o ~ 'w:rr:l' ~ ~ ~ t_ f1J..lf<1f«111 ~ ~ ~ "t : 
clFR1fclcfi: ~ 2,10,000 ~ 
~ ~ 2,80,000 ~ 
~ cfi1 ffil@ 2,52,000 ~o 

-w:rrq: f.ffqij~cfit 35 ~~m~=5o ~ 
~ cfi1 cfi1llo = 1 ~o JI'@~ 

TfO'RT ~ : ( 31) ~ 'ffil@ ~ 

(ii)~~~ 

(~) ~~~ 

(Answer : ( 3l) ~ 48,000 Fav., (ii) ~ 20,000 Fav., (~) ~ 28,000 Fav.) 

2. ~ ~ ~ ~ ~ ~ ~,f~q; ~ ~ iH@ i, ~ ~ wrrm l'1<fT ~ 
~ fcf»no ~ ~ ~ ~ m ~, mltm qil ~ ~ 40 ~o 1l'fu fcf»no t, ~ 
2007 ~~~if 500 ~o ~fflcf,11Jt~ cll«!fclcfi ~ 45 ~o 1l'fufcf»no ?.JII 

~ °q' 1,040 ~ qil ~ li:3111 TfO'RT ~: 

(31) ~'ffil@ ~ 

(ii)~~~ 

(~) ~ ~-lIDl'T ~ 

(Answer: (3l) ~ 1,700 Adv. (ii) ~ 2,500 Adv. (~) ~ 800 Fav.) 

3. f.t'-if<1f&11 ~ ~ (i) ~ ~ ~ (ii) ~ ~ ~ ~ (iii) ~ 
~ ~ cfi1 TfO'RT ~ : 

sf>1o ~ 6,000 fchcl\3ll1l; sfilo mltm qil ~ 18,000 ~ol 

I ~~'1lrR~m 25 ~ ~lIDl'TI 

~ ~ 2 ~o 11'@ ~. ~ qil 3lRftf ~ 1,000 ~I 

~ ~ '1lrR 160 ~, 

(Answer: C.V. ~ 7,000 Adv., P.V. ~ 5,000 Adv., U.V. ~ 2,000 Adv.) 
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4. ~ ~ f.fi:r@T ~ ~ fu-q .(.l11ii$cfil ifq (surunica tops) ffl 'cfi'«fT t, f1t.ife1f&t1 

~~~~-.~~~~~~ciiU: 
.(.l1'41$cfil cfi1 JI@'~ JllITTt@ l=IT?IT 
.(.l11il$cfil cfiT JI@' q7f F ~ ~ 
~ Cfi1 cm'{jfclcfi ~ 
qj(-<lfqij, ~ .(.l1'41$<61 

5.00 ~o 

1,000 
4,JooqlfF 

{i11il$<6i cfiT JI@' q7f F =q,=(-<1-fq~cfi sfi<l' ~ 

~ ~ ~ @-q ffl d'd{C::141 ~? 

(Answer: P.V. = Nil, U.V. = f 1,500 Adv., J.V. = f 1,500 Adv.) 

5. mqm ~ 'fif-wrl cfi1 lfURl cfiU 3'ITT ~~&RT fc1¥cll:IOI cfiU: 
JI@' ~ WTTfi@ mi:cit-l=IT?IT 2 ~ 
JI@' ~ JllITTt@ ~ 5 ~o 

sh1o mi:cit CfiT qj(-<lfctcfi ~ 4,800 ~o 

3lRfq~ 200~ 
Jlfu ~ qj(-<lfqij, ~ 2.5 ~ 

~240~ 

Hints : Material Consumed= 240x 25 = 600 kg. 

Material Purchased = 600+ 200 = 800 kg. 

Acttral Rate per kg. = t 4,800/800 = t 6 per kg. 

(Answer: Cost f 1,200 Adv.; Price f 600 Adv.; Usage t 600 Adv.) 

6. mqm ~ ~ cfi1 lfURl cfiU 3ffi ~~&Kl fct¥cl'!Ui CfiU: 
Jlfu ~ ~ mtJJit l=IT?IT 20 ~ 
Jlfu ~ WTTfi@ ~ IO ~o 

Jlfu ~ qj(-<lfctcfi mtJJit l=IT?IT 25 ~ 
JI@' ~ qj(-<lfclc6 ~ 9 ~o 

~~ 50 ~ 
3lRf'i'~ IO~ 

Hints : Actual Output = 50+ IO= 60 units. 

(Answer: Cost f 1,500 Adv.; Price f 1,500 Fav.; Usage t 3,000 Adv.) 

5.00 ~o 

7. sfi<l' cfi1 "tJt mtJJft q,1 l=IT?IT 3,000 ~; sfi<l' qft "tJt mtJJft CfiT ~ 9,000 ~ 0; ~ c-1' 

~ l'.lIB ~ fu-q ~ mtl'Jit cfi1 ~ l=IT?IT 25 ~; mi:cit CfiT WWJ ~ 2 ~o JI@' 

~; mi:cit CfiT 5ll<fl-ilc6 ~ 100 ~; mi:cit CfiT 3lRf'i' ~ 600 ~; cfl(-<lfqcfi 

~ 80 c-11 

lfURl ~: (i) mtJJit ~~.(ii) mi:cit ~~.(iii) mi:cit ~ ~I 

Hints : FIFO method of material issue has been assumed. 

(Answer: (i) f 1,000 Adv., (ii) 2,400 Adv., (iii) 3,400 Adv.) 

8. f.li.ife1foia ~ ~ mi:cit (i) ~ (ii) m-wrr (iii) ~ am: (iv) fflTJ ~ cfi1 
lfURl ciiU : 



Standard Actual 

Qty. Rate Total Qty. Rate Total 

A IO 2 20 5 3 15 

8 20 3 60 10 6 60 

C 20 6 120 15 5 75 

Total 50 200 30 150 

(Answer: C.V. f 50 Fav.; M.V. f IO Adv.; P.V. f 20 Adv. ; U.V. f 70 Fav.; RUV 
f 80 Fav.) 

9. v:-~ <l~lllHct, ~ qft ~ qft 1llTifi@ 3lt{ <=11«-lfqct, l-{T5IT 3lt{ ~ lTT51T ~ ~ 
-q amcfi1 f1¥--ifc.-tfoid ~ ~ 7ft t : 

Standard Actual 

Mix Rate Amount Mix Rate Amount 

Material A 4kg. i 20 

Material 8 6kg. f 30 

Total 10kg. 

Output 9kg. 

f.1¥--ifc.-tf&a ~ qft 11UAT 'cfiU
(a) ~ ffil'@ ~ 
(c) ~ lTT5IT fcri:RuT 
(e) ~ ~-lTT51T ~ 

80 4.5 kg. 

180 5.5 kg. 

260 10 kg. 

9.1 kg. 

(b)~~fcri:Rul 

(d) ~ fi:!l3f01 ~ 

f 15 67.5 

i 34 187.0 

254.5 

(Answer: C.V. = f 8.39 F; P.V. f 0.50 Fav.; Q.V. f 7.89 Fav.; M.V. f 5 Fav.; 
Y.V. f 2.89 Fav.) 

10. 31' 1' ~ IBo 11:-fi ~ ~ ~ "t ~ 11lTifi@ ~ H ffi'T@ 2 ~o JI@ 

~~Jlqi'T{~t: 

Material Quantity (Units) Price (f) Amount (f) 

X JOO 2.00 200 
y 200 1.70 340 

300 

Less (10%) 30 

270 540 

Material Quantity (Units) Price <n Amount(~) 

X 215 1.80 387 
y 385 2.00 770 

600 

Less 70 

530 1,157 
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~TfURT~i: 

(a) ~ ffi'T@ ~ (b) ~ ~ ~ . 
( c) ~ fi:{'3,UT ~ ( d) ~ "3('{ffif-l,r,TT ~ 

(Answer: (a) t 97 Adv. (b) t 72.5 Adv. (c) t 4.50 Adv. (d) t 20 Adv.) 
11. 'qffif ~ q"cffi ~ ~ ~ cfiT ~ cfi"{cff t, ~ wTTfi@fi:{'3lUT ~mt: 
Material X 60% at t 20 

Material Y 40% at t l 0 

~ -q ~ (input) cfiT ~ ~ 20% ti~~ cf>1 ~ ~ qi'R'UJ ~ 
fi:{'3,UT-q ~ ~ lFlll ~ 2019 ~ qFR1fclcfi WUTT1l ~ m ·~: 

Material X 210 Kg. at t 20 
Material Y 190 Kg. at t 9 
Input 400 Kg. 
Loss 70Kg. 
Output 330 Kg. 
~~cf,lTTUAT'cfi'UI 

= ?4,200 
= ~ 1,710 

t 5,910 

t 5,910 

(Answer: Cost= t 690Fav.; Price= t 190Fav.; Usage= t 500Fav.; Mix= t 300 
Fav.; Yield or Revised Usage = t 200 Fav.) 

12. ~ ~ fi:{'3,UT cf>1 ~ 'ffilIB ~ 't : 
20 QO Jl'@ ~o cf>1 ~ ~ 40% mll1ft A 

30 QO Jl'@ ~o cf>1 ~ ~ 60% mll1ft Bl 

~ -q 3WIB (input) ~ 10% cf>1 m IB ~ ti ~ ~ ~ f.!i..if<.1f@a 
ql(-{lfqcfi ffiT@' ~ ~ ~ t : 

18 Q o Jl'fu ~ o cf>1 'ffilIB "CR mll1ft A 
·34 QO Jl'@ ~o cf>1 'ffil@ "CR 110 ~o ~ Bl 

~~cfil~ 182 ~o trTTUAT~: 
(3i)~ffiTIB~ ('if)'mmft~~ 

(~) ~ ~ ~ (~) mi:rm fi:{'3,UT ~ 

(~) m1Uft ~--i,r,n ~I 

(Answer: (a) t 102.22 Adv.; (b) t 260 Adv.; (c) 157.78 Fav.; (d) t 100 Fav. 
(e) t 57.78 Fav.) 

13. ~ @ 0 'ffi1 ~ ~ ~ fi:{'3,UT IDTI ~ ~ f.rritf cfitill ti ~ ~ 100 
~o ~ ~ h -q 125 ~o m1Uil m cf>1 "1'Tffi t, ~ 2019 -q '-Q:cm' ~ 5,600 ~o 

~ ~ ~ fuq 60 h ~ ~ ~ ~, ~ 2019 ~ m am c:ll«Jfqi.fi ~ f.ri:;r 
mi: 

Raw Standard Actual Quantity of 
Material Mix(%) Price per kg. Mix Price per kg. Material 

( t) (%) ( t) Purchased 
(Ki!.) 

A 50 20 60 21 5,000 

B 30 10 20 8 2,000 

C 20 5 20 6 1,200 
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"t{tjy mmfl ~ ctt lJURT ~, 

(Answer: MCV = t 17,500 Adv., MPV= t 3,000 Adv., MUV = t 14,500 Adv., 
MMV = t 7,500 Adv., MYV = t 7,000 Adv.) 

14. 100 ~ m-lFQf•i<-fi 'it' ~ m ~ ~ ffiTffi ~ m t : 
<1~1<-1f.lcfi ~ 30 ~. ~ 4.oo "fo >l'fu ~ 
<HW-IHcfi ~ 40 ~, ~ 5.00 "fo >I'@~ 

m-ll<-IHcfi ~ 80 ~. ~ 6.oo "fo >l'fu ~ 
~ ~ (Batch) °il" H'-1fclf©d P1~ it 500 ~ <l«lllf1cfi 'ii' cfi1 ~ ~3lT : 

<l«lllf1cfi ~ 140 ~. ffiTffi 588 "fo 

<l«lllf1cfi ~ 220 ~. ffiTffi 1,056 "fo 

<1«1iif.tcfi ~ 440 ~. ffiTffi 2,860 "fo 

>I'@ 100 ~ <l«lllf1cfi 'ii' 'cfi1 ~ ffiTffi it cm-dfclcfi ffi7@ -q ~ ~ m 
~-"JITTIT, fq~ ~ ~ cfiRqi)' cfi1 cfllT ~ t? 

(Answer: Cost= f I 00.80 Adv., Price= t 4080 Adv., ; Mix= t 667 Adv.; Yield= 
f 53 .33 Adv.) 

15. ~ ~ @o 6" X 6" X 1/8" ~ 1lRcfi 3TTcfiR cfil C<.-llf&cfi ~~ti Rt=f 
~:mit ~~~~mf.l't=f~~i : 

(i) ~ ffi1@ ~, 

(ii) ffi1@ ~ cfil-( 3i) ~ ~(if) ~ -q ~-~, 
(iii) ~ ~ cfil-( 3i) fql}llll ~ (if) ~-"JITTIT il. fql(('\qo11 

I/8". 1-ltit 20,000 crf ~ ~ ~ ~ ~ m ~~(compound) cfi1 ~ 
1lRcfi tq~ ~ m t : 

Direct Materials Qty. (kg.) Price per kg. ( t) 
A 600 0.90 
B 400 0.65 
C ~ OM 

~ 2019 -q' 8 m~ 51fif,4111a ~ ~ ~ <ll~Mcfi ~~mm': 
Direct Materials Qty. (kg.) Price per kg. ( f) 

A 5,000 0.85 
B 2,900 0.60 
C 4,400 0.45 

~ cfi1 <li~fqcfj ~ 6,20,000 ~ ~, 

(Answer: (i) f 200 Adv. (ii) (a) f 175 Fav. (b) f 395 Adv.; (iii) (a) f 55 Fav. 
(b) f 450 Adv.) 

. 20000xl2xl2 . 
Hmt : Actual Output = ' = 80,000 ales 

6x6 

16. f1i.:ifclforn ~~it~~ 'cfi1 lJURT cfiU: 
Material 

A 

B 

Std. Price per I Std. Usage per 
k . t unit k . 

5 3 
4 5 

Actual Usage 

300 

250 

9 

3 



I C I 10 
4 218 8 

12 768 

cm~fc4cfi ~ : 80 units. 

(Answer: Cost= f 806 Fav.; Price= f 514 Adv.; Usage= f 1,320 Fav.; Mix= 
f 120 Fav.; Revised Usage= f 1,200 Fav.; Yield= f 1,200 Fav.) 

17. ~ ~ ~ ~ r-1' ~ ~ ~~ ~ ~ Wffit«f mll1ft ~ ~ 1i{ 

~!: 
Chemical Usage (Kgs.) 

A 240 

B 400 

C 640 

~~if ~ ~ ~ ~ qi'J 6.25 r-r qi'J ~ laTI : 

Chemical Consumption(Tonnes) 

A 1.6 

B 2A 

C 45 
~ cfi1 f<41'~'101 ~, 

Price per kg. ( f) 

6 

12 

10 

Cost( f) 

11,200 

30,000 

47,250 

(Answer : C.V. = f 9,450 Adv.; P.V. = f 5,050 Adv.; U.V. = f 4,400 Adv.; 
M.M.V. = f 537.50 Fav; either R.U.V. or Y.V. = f 4,937.50 Adv.) 

18. 100 go v;cfi ~ <fi1 RPm cm~~ 2 ~o JI'@~~ m ~-q'{ 80 
go mll1ft '31' 3'ITT 5 ~o JI'@~ ~ W{Jt1 ~ 1i{ 40 fct»rro mll1ft ~• ffl ~ ~ it I ~ 
~ if 2.10 ~o JI'@~~~ 1i{ 70 fct;-mo ~ am 4.50 ~o Jl'ffi ~ ~ 1i{ 50 fct»rro 
mll1fl 'al' ~if m~ Tl7-ft am 102 ~ ~qi'J ~ 1aTI1 mll1fl ~ ~~, 

(Answer: MCV = f 4.80 Adv., MPV= f 18 Fav., MUV = f 22.80 Adv., MMV = 
f 30 Adv., MYV = f 7.20 Fav.) 

19. v;cfi ~ ~ m ~~ Ti 60 go X am 40 fct»rro Y f1 ~ Ti WlJt1 ~ 
30% 't1 X 'qil m ~ 6 ~o Jl'ffi fct»rro q Y 'qil 12 ~o Jl'ffi fct»rro 't1 c:fl~fc:lcfi ~~ am 
~~Jrcfi'R it: 

X : 82 kg. @ f 4.50 per kg. 

Y: 68 kg. @ f 8.50 per kg. 

c:fl~fc:lcfi ~ = 105 kg. 

mll1ft ~ ~ lfORT ~I 

(Answer: MCV = f 313 Fav., MPV f 361 Fav., MUV= f 48 Adv., MMV= f 48 
Adv., MYV = Nil) 

20. ~ ~ 'qil Wffit«f ~~ ~ W:fiR t: 
Materials 

R 

s 
T 

Weight (kgs) 

5 

2 

3 

Price per kg. ( f) 

5 
4 

IO 

http:4,937.50
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~ -q w:ITT1«1' ~ ~ (input) q;y 100/o ii~~~ (scrap value) 1ITT f1 
80 f4.13iUTI ~ ~ q;y ~ ~ q;y cff~<1f<1<6 ~ 724 ~ em ~ ~ ~ ~ q;y 01F(•<1f<1<6 

Ri<l' 3iR ~ ~ WfiR err : 
Materials 

R 

Weight (kgs) 

416 

Price per kg. ( ~) 

5.50 

s 168 3.75 

T 256 9.50 

A'-'lf("!f©t1 ~ ~ lJl1Al CfiU : 
(a) Material Cost, (b) Material Price, (c) Material Mix, (d) Material Yield. 

(Answer : (a) ~ 282 Adv., (b) ~ 38 Adv., (c) ~ 20 Adv., (d) ~ 224 Adv.) 

21. l'jTJJ <lif'ic6~ * ~ r-r ~~GAR~ m ~{'Ill@~~ t : 
300 kg. of A@ ~ 10 per kg. 
500 kg. ofB@ ~ 5 per kg. 

500 kg. ofC@ ~ 6 per kg. 
~ 3{cff~ -q l 00 ?1 ~ 'if'ITll'T ~ ~ ffl 131T : 
35 tons of A @ ~ 9,000 per ton 
42 tons of B @ ~ 6,000 per ton 

53 tons ofC@ ~ 7,000 per ton 
~ ~ ~ lJl1Al ~I 

Hints : Convert the input tons into kgs. and rate per ton into per kg. 
(Answer : MCV = 88,000 Adv., MPV= 60,000 Adv., MUV and MMV = ~ 28,000 

Adv.) 
22. ~ ~ ~ 100 fctimo ~ ~ m ~ 'ffilr11 H'-'lf("!f©t1 ~ ~ ai[;:fl i : 
Materials 

A 

B 

Kg. 
20 

30 

Rate 

~5 

~6 
C 50 not known 

500 fctlmo ~ ~ ~ ~ ~ i¥ F-ff:f@f&t1 ffl'f!:ft q;y ~ M ~ err : 
Material A : 90 kg. at a cost of ~ 468 

Material B : 170 kg. at a cost of ~ 986 

Material C : 290 kg. at a cost of ~ 2,175 

'5tIB 100 fctlmo ~ WJcit 'ffiT@ ffi{Ol ~ ~ ~ ffi{Ul ~: 95.80 ~o 
~ ~ 70 ~o ~ f1 ~ C q;y m ~ ~ Cfi"UI 

(Answer: ~ 7 per kg.) 

Labour V ariaoces : 

23. m {'Ill@ "tf;fq; A'-'lf("!f©t1 ~ Gfflt11 t : 
Labour rate: 
Hours set per unit for production : 

Actual data are given below : 

Units produced : 

~ 0.50 per hour 

10 hours 

500 



484 / ffl1Jrl fq,?('\qOj ~ Htl--5101 

Hours worked : 6,000 

Actual labour cost : i 2,400 

~ fcRRuri cfIT l"flJAT cfiTII 

(Answer: (i) L.C.V. i 100 Fav., (ii) L.R.V. i 600 Fav. (iii) L.E.V. ~ 500 Adv.) 

24. '-Q:t{' ~ ~· ~~~Rfitfcf>B~~wur:@~~= 15 ~ma~ 
~20~"5l@~tl~~~~~~~~~cfITt\aJlcWN,dlmcfit~ 

wni:! ~ G{ 5 ~ o "SifcPkT t I 3 I ~ 2019 ci'I ~ cfff -q '-Q:t{' cfIT 10,000 ~ ~ ~• 

cfit 15,000 ~ f.lfmr cfit -rrft eff I c:11~fc1cfi cfiT<f ~ ~ ..ti)' qi'] ~ "lfiTl 4,50,500 ~ ~ 
cll«Jfqcfi ~ ~ 23,00,000 ~o ~I~ 12,000 ..ti)'~~ 7 ~o "5(@ 'ER"J, 9,400 ..ti)'~ 
~ 7.50 ~o 1l'fif ~ O~ ffi .:ruil' ~ ~ 5 ~o "5l@ ~ cfIT G{ ~- '5;JcfA M l'flfll ~ 
~~cfitl'fUAT-mt, 

(Answer: LCV ~ 50,000 Adv., LRV i 47,500 Adv., LEV ~ 2,500 Adv.) 

2s. f.li.:iif<fia ~3'.TI' ~ '3ltf "ffiTrn ~. '3ltf G{ ~. ~ cfi14~:t11:1a1 ~ o~ 

~ "3(q@-.:rr,rr ~ cfIT 1'fUAT ~ ~ 3f1R ~ cfIT ffe ~I 

Standard 

Output : 1,000 units 

Actual 

Output : 1,200 units 

Rate of Payment : ~ 6 per unit Wages paid : ~ 8,000 

Time taken : 50 hours Time taken : 40 hours 

(Answer : LCV ~ 800 Adv., LRV ~ 3,200 Adv., LEV and L YV ~ 2,400 Fav.) 

26.~"cfi'ITT9:A'q: 

(i) ~-q qf<=q1wh'1 <ti~~ 50 

(ii)~ ~-q ~ ~ ~ .:ruil' <ti~~ 40 

(iii) '51@ ~ ffl <ti~ G{ 0.80 ~o 

(iv) ~ ~ ~ ci'I °D1A -q 00 ~ fcf'IWT qi'] '5lfu ~ 
~~ 20~ 

~~ ~-q~~l'flflr...~~~~ctiRUl ,r@Rfcf;-q~~ 10% 

<ti ffi ~ ~ 1,000 ~qi']~ s~ ~ ~ <ti qjf<tfclcfi ~ 0.90 ~o '5lfu ~ 
err, ~ ~ ctt 1'fUAT ~, . 

(Answer : Cost Variance, ~ 200 Fav.; Rate Variance, ~ 200 Adv.; Efficiency 

Variance, ~ 560 Fav.; Idle Time Variance, ~ 160 Adv.) 

27. ~ "cfi'ITT9R -q I 00 ~ ffi ~ i 3lR ~ <ti 3TI"ffif G{ 50 ~ '5lfu ~ tr '5lfu 
~ w:rrNc1 <WlcfiiU ~ 40 i ~ wnft@ ~ 10 ~ "5l@ ~ (gang) ~ tr ~ 
~~~-q 50 ~'cfil 50 ~ '51@~ <ti G{ ~. 10 ~ci'l 70 ~"5(@~ <ti G{ ~ 
~ 40 ~ 'q;1 40 ~ 11'@ ~ <l,l G{ ~ ~ ~ ~I cll~fclcfi ~ 380 ~ ~I 

~ ~ tq@m ~ ~ctiRUl "cfil"raR "q 5 ~ cfiT'l' ~·m ~, 
~ ~~<ti 1'fUAT ~, 

(Answer: C.V. = ~ 20 Adv.; R.V. = ~ 80 Fav.; Eff. V. = ~ 150 Fav. I.T.V. = ~ 250 

Adv.) 
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No. of men employed 
Standard 

500 
Production units 50,000 

No. of working days in a month 24 
Average wages per man per month ~ 240 

(Answer: LCV ~ 8,475 Fav., LRV ~ 12,125 Fav., LEV ~ 3,650 Adv.) 

29. "4ml fuq ~ -2t ~ ~ qi7 f.li.:if~f@a >f'TTft:@ ffilIB ~ qft t : 
~ : JJIB ~ 10 ~ 
ffil@ : ~ JI@ "El'U2T 5 

31 ~ 2019 cf>1 ~ 31cfl':f ~ @it cffRlfclcfi ~ ~ 1fcfiR ~: 

~ l,000~ 

~ ~ : ~ 10,400 ~ 
~~ 400~ 

~ 10,800 ~ 
~ 56,160 "i:fi1 'T@R M 7rTT (Jlfu "El'U2T ~ ~ 5.20)1 

~ ~ cfil 1'f0Ffl tliUI 

Actual 
485 

49,000 
25 

~225 

(Answer: Cost= ~ 6,160 Adv.; Rate= ~ 2,160 Adv.; Efficiency= ~ 2,000 Adv.; 
Idle Time= ~ 2,000 Adv.) 

30. I 00 ~ qR,TI ~ -~ ~ f.rajuft fcMTr -q ~• ~ "cfi1 >fl{fq ~ 25 
~ JI@ "El'U2T °t I >f'TTft:@ ~ "G'"{ 6 ~ o JI@ ~ "El'U2T °ti 42 ~ ~ ~ ~ -q ~ 
~ cm-uT ~ cm-uT 'T@R ~ ~ "cfi1 5% ~ m ,ifR ~ ~ ~'IW!-2t w qi1 1,040 
~ f.rritf cfi1 I 10, 30 3ITT: 60 ~ ~ ~ ql(-{!fclcfi ifToR cfil ~ JI@ "El'U2T ~ ~ 
sf>lrn: 6.20 ~o, 6.00 ~o 3ITT: 5.70 ~o 'ITI ~ ~ cfil 1'f0Ffl tliUI 

(Answer: (i) L.C.V. = ~ 432 Fav. (ii) l.R.V. = ~ 672 Fav. (iii) L.E.V. = ~ 1,020 
Fav. (iv) I.T.V. = ~ 1,260 Adv.) 

3 L "Q",cfi f.ri:!fuJ ~ ~ @it ~ ~ ~ 1fi:fiR i : 
~ ~ 

w:nm~-q"m:§ljl 20 10 
JJIB "El'U2T >f'TTft:@ ~ ~ 0.90 ~ 0.80 
ql(-{!fclcfi ~ -q°m:§lll 16 14 
JJIB "El'U2T qj(-{!fqcfi ~ ~ 1.00 ~ 0. 70 

48 -quz ~ ~ ~ ~- qj(-{!fc!cfi GR~ "cfi1 1,200 >f'TTft:@ ~ "cfi1 ~ ffil ~ 
~ cfil 1'f0Ffl tliU I 

(Answer: Cost= ~ 198.40 Adv. ; Rate= ~ 960 Adv.; Efficiency= ~ 188.80 Adv.; 
Mix= ~ 19.20 Fav.; Revised Efficiency Variance= ~ 208 Adv.) 

32. -a% ~ "Q",cfi cfi1<f cf>1 "l{{I m ~ @it 100 >f'TTft:@ cti4"i1R(r1, 40 3l4f-~ 
cti4't:f1Rit1· 3ITT: 60 ~ cfi4'i':flR4t" cf,1 30 ~ ffl ~ ~, ~ ~)qj)fi\cfi ~ 
sf>lrn: ~ 60, ~ 36 3ITT: ~ 24 '"' 80 mm~, 50 3l4f-mm~ 3ITT: 10 ~ cfi4i:l1n:41-2t 
qf(-{1q -q 32 ~ -q ffl 1!U M 3ITT: ~ sPm: ~ 65, ~ 40 3ITT: ~ 20 ~lqjlftlcfi ~ 
~~I 



486 I~ ~:1tho1 ~ f;t4..;io1 

-w:J ~ fcr1:RuT, -w:J ~ fcr1:RuT, -w:J fi:J"1UT fcr1:RuT am: ~ cfii4~lll('h11 ~ ~ 
~I 

(Answer: C.V. '8,800 Adv.; R.V. ' 10,240 Adv.; Eff. V. ' 1,440 Fav.; Mix V. 
, 19,200 Fav.; R. Eff. V. , 17,760 Adv.) 

33. ~ t' ~ ~ "<tt Jf'{1ftra ~ am: Jf'{1ftra ~ t" ~ ii f1i:.iR-!f&d ~ ~ 
llt t: 

Standard Composition Standard Hourly Rate 
10 Men Re. 0.625 
5 Women 0.400 
5 Boys 0.350 

~~t-~~~-q4o~matam:~~cti1Wl'Tm~l,OOO 
~ti ~~~-q~-q 13 ~' 4 ffl am'. 3 ~ ~o'U !P@A"<ttllt til~felcfi 

~~Jlqif{'ff: 

Men @ Re. 0.6 per hour 
Women@ Re. 0.425 
Boys @ Re. 0.325 per hour 

~ ~ wrq t-~ ~ -q ~~~'ITT ~I ~ -q €41~fc4cfi ~ 
960~~1~cfi'U: 

( i) l}1>f ~ fcr1:RuT ( ii) -w:J fi:JwrT fcr1:RuT 
(iii) -wl ~ wrq ~ (iv) -wl ~-lITTll ~ 
(v) -w:J cfii4~lll<:1dl fcr1:RuT (vi) -wl ~ fcr1:RuT 
(Answer : (i) , 12 Fav. (ii) , 29.45 Adv. (iii) , 21.55 Adv. (iv) , 4 Fav. 

(v) , 25.45 Adv. (vi) , 35 Adv.) 

34. W @o t" a:fMclOO. ~ A"lk-tf&d ~ ~ ~ t : 
Jf'{1ftra qj~fqcfi 

cfTf a:i 60 ~. ~ ,2 m~ 10 ~. ~ ,2.so m~ 
cfTf q 40 ~. ~ , 3 lITTf ~ 30 ~. ~ , 2.00 lITTf ~ 
lITTf ~ ~ ~ - 100 ~ lITTf ~ qj~fqct, Ef1Jl - 90 ~ 
Jf'{1ftra ~ - 2,000 ~ qj{ttfelcfi ~ - 2,100 ~ 
-w:J ~ "<tt 7Tl'RT ~I 

(Answer: Cost ,4,050Fav.;Rate ,450Adv.;Effi. ,4,500Fav.;Mix ,900Fav.; 
R. Eff. , 3,600 Fav.) 

Overhead Variances: 

35. ~ ~ ~ ~ qf<qcf-tllilc:1 :aqf<«l~ ~ <tt 7Tl'RT cfiU : 

Production 
Variable Overheads 
(Answer : , 1,500 Fav.) 

36. TPlf @o ~ f.ii:.iR-tf&a ·~ ~ <tt llt t : 
Budgeted production for the period 

Budget 
5,000units 

, 15,000 

Actual 
6,000 units 

, 16,500 

600 units 



Budgeted variable overheads 
Standard time for one unit 

Actual production for the period 

Actual variable overhead 
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' 15,600 
20 hours 

Actual hours worked 

HAfclf&d ~ cfi1 1'fD'RT <fiU : 
(a) Variable Overhead Expenditure Variance 

(b) Variable Overhead Efficiency Variance 

(c) Variable Overhead Variance 

(Answer: (a) , 2,300 Adv. (b) , 1,300 Fav. (c) , 1,000 Adv.) 

37. H'-ff<i'tfold .~ ~ qf<qtf1:til(1 3qf<&1tt ~ cfil 1'fD'RT <f;U : 
Month's Budgeted Production 

Budget or Standard Overheads 

Standard Time per unit 

500 units 
, 14,000 

9,000 

500 units 

'1,500 
10 hours 

Actual output for the month 450 units 

Actual hours worked 4,200 hours 

Actual variable overheads , 7,200 

(Answer: T.V.O.V. '450 Adv., V.O. Exp.V. '900 Adv., V.O. Eff.V. , 450 Fav.) 

38. ~ @o ~ ~ H'-ff<i'tf&a ~ ~ ~ f : 
Budget 

No. of Working Days 25 
Production (in units) 2,000 

Fixed Overheads (in ') 3,000 
~ WR aqf<&itt G\ , I Jlffi -efOGl t1 <fil<f ~ cll«tfqcfi ~ 3,150 ~I 
d qf<&itt ~ cfil 1'fD'RT <fi'UI 

Actual 

27 
2,200 
3,100 

(Answer : C.V. , 200 Fav., Exp. V. 100 Adv.; Vol. V. , 300 Fav.; Eff. V. 150 Fav., 
Cal. V. , 240 Fav.; Cap. V. ' 90 Adv.) 

39. ~ f.firruft cfiPAt <fiT ~ ~ 1,26,000 ~ Jlfu cfff ti cfff ~ ~ aqf<&i<fl 
~ ~ 50;400 ~o CfiT ~ 'Ill ~ ~ cll«tfqcfi aqf<&i<fi cfi1 \Tm 4,200 ~o tnl 

cfff ~ 50 cfi14cfi1ll ~ ~ t ~ ~ 4 ~ ~ t, ~ ~ .tl arcu~ ~· ~ 
~ cfil4cfiR1 ~ 168 i1 ~ w:rrq 60 ~JI@~ 'Ill ~ ii. cll«tfqcfi ~ . 

10,roo ~'fl,~~~ CfiT{UJ 2 ~ ~ ~, 

~ ~ ~ m ~ ~ aqf<&itt 4,032 ~o ~. 

WR d q koll ll ~ cfi1 1'fD'RT cfiU I 
(Answer: Expenditure= , 168 Adv.; Volume= , 8 Fav.; Efficiency= , 56 Fav.; 

Capacity= , 48 Adv.; Cost= , 160 Adv.) 

40. ~ ~ ~ cfi1 (-ll'<llftcfi rni"lll3TI ~ ~ ~ f1'-ff<i'tf&d ~ ~ f : 
40 tfO'il' ~ ~ ~ m ~ ~ 2,000 ~ 
~ ~ aqf<&ill ' 2,000 
cll«tfqcfi ~ 1,800 ~ 
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i:ll@fclcfi ~~ 
cll@fqcfi WR 3qfh,lfll 

aqRolfll r~ q,l lJ11RI cfi"UI 

32 
t 2,250 

(Answer: C.V. t 450 Adv.; Exp. V. t 250 Adv.; Vol. V. t 200 Adv.; Eff. V. t 200 
Fav.; Cap. V. = t 400 Adv.) 

41. ~ 2019 ~ ~ ~ 3WJclil ~ ~ ~ f.li.:ifo1fo.1a 3tcfi ~ ~-~: 

~~q,l~ 
~-~ 
qf<c:fd11tn(.'1 aqfh4ll 

~ d q Roll ll 

ffi"{UTI cfiT W-IRVI cfi"U I 

Standard 
15,000 
30,000 

t 30,000 
t 45,000 

Actual 
8,000 

17,500 
t 15,500 
t 46,300 

(Answer : Variable Overheads : C.V. t 500 Fav.; Exp. V. t 2,000 Fav., Eff.V. 
t 1,500 Adv.; Fixed Overheads : C.V. ~ 22,300 Adv., Exp. V. ~ 1,300 Adv., Vol. V. 
t 21,000 Adv., Eff. V. ~ 2,250 Adv., Cap. V. ~ 18,750 Adv.) 

42. ~ ~ ~ ~ lJ11RI ~ : 
( 31) aqRollll ~ (o:I") aqf<olfll ~ ~ (~) aqf<olfll ~ ~I 

~ cf I «ifc!cfi 

16,000 ~' ~ 1.50 ~ 15,000 ~ 3ITT c:fl«lfclcfi aqf<ollll 

cfOcT cfil ~ ~ t 25,000 

~ ~I 3qf<o1.1ll ~ cfil lJ11RI t 36,000 ~ aqf<ollll ~ 24,000 ~ -3lt:{ 

~~3llt:IR1Rcfil~~I 

(Answer: (l) Exp.= t 11,000 Fav. (2) Cap.= t 13,500 Adv. (3) Eff. = ~ 1,500 
Fav.) 

43. f1Yf("1f©a ffiT@ ·~ ~ M~ aqf<ollll fcrq{un cfil lJ11RI cfi"U : 

Budgeted Actual 
No. of working days 20 22 
Men hours per day 8,000 8,400 
Output per man hour (in unit) 1.0 0.9 
Overhead cost ( ~) 1,60,000 1,68,000 

(Answer: (1) Cost V. ~ 1,680 Adv. (2) Exp. V. t 8,000 Adv. (3) Vol. V. ~ 6,320 
Fav. (4) Calendar V. t 16,000 Fav. (5) Eff. 18,480 Adv. (6) Cap. V. ~ 8,800 Fav.) 

••• 




