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CHAPTER 1: COST SHEET 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

 

PROBLEM ς 1 [MAY 23 ς 10 Marks] 

The following information is available from SN Manufacturing Limited's for the month of April 2023. 

 April 1 April 30 

Opening and closing inventories data:   

Stock of finished goods 2,500 units ? 

Stock of raw materials  42,500  38,600 

Work-in progress  42,500  42,800 

Other data are:   

Raw materials Purchased   6,95,000 

Carriage inward   36,200 

Direct wages paid   3,22,800 

Royalty paid for production   35,800 

Purchases of special designs, moulds and patterns (estimated life 

12 Production cycles) 

  1,53,600 

Power, fuel and haulage (factory)   70,600 

Research and development costs for improving the production 

process (amortized) 

  31,680 

Primary packing cost (necessary to maintain quality)   6920 

Administrative Overhead   46,765 

Salary and wages for supervisor and foremen   28,000 

hǘƘŜǊ ƛƴŦƻǊƳŀǝƻƴΥ 

¶ Opening ǎǘƻŎƪ ƻŦ ŦƛƴƛǎƘŜŘ ƎƻƻŘǎ ƛǎ ǘƻ ōŜ ǾŀƭǳŜŘ ŀǘ  уΦлр ǇŜǊ ǳƴƛǘΦ 

¶ During the month of April, 1,52,000 units were produced and 1,52,600 units were sold. The closing 

stock of finished goods is to be valued at the relevant month's cost of production. The company 

follows the FIFO method. 

¶ Selling and distribution expenses are to be charged at 20 paisa per unit. 

¶ Assume that one production cycle is completed in one month. 

wŜǉǳƛǊŜŘΥ 

όƛύ Prepare a cost sheet for the month ended on April 30, 2023 , showing the various elements of cost 

(raw material consumed, prime cost, factory cost, cost of production, cost of goods sold, and cost 

of sales). 

όƛƛύ Calculate the selling price per unit if profit is charged at 20 percent on sales. 
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PROBLEM ς 2 [NOV 22 ς 10 Marks] 

PNME Ltd. manufactures two types of masks- ϥ5ƛǎǇƻǎŀōƭŜ aŀǎƪǎϥ ŀƴŘ Ψ/ƭƻǘƘ aŀǎƪǎϥΦ ¢ƘŜ Ŏƻǎǘ Řŀǘŀ 

for the year ended 31st March, 2022 is as follows: 

  

Direct Materials  

Direct Wages  

Production Overhead 

12,50,000 

7,00,000 

4,00,000 

Total 23,50,000 

It is further ascertained that: 

¶ Direct material cost per unit of Cloth Mask was twice as much of Direct material cost per unit of 

Disposable Mask. 

¶ Direct wages per unit for Disposable Mask were 60% of those for Cloth Mask. 

¶ Production overhead per unit was at same rate for both the types of the masks. 

¶ Administration overhead was 50% of Production overhead for each type of mask. 

¶ {ŜƭƭƛƴƎ Ŏƻǎǘ ǿŀǎ  н ǇŜǊ /ƭƻǘƘ aŀǎƪΦ 

¶ {ŜƭƭƛƴƎ tǊƛŎŜ ǿŀǎ  ор ǇŜǊ ǳƴƛǘ ƻŦ /ƭƻǘƘ aŀǎƪΦ 

¶ No. of units of Cloth Masks sold- 45,000 

¶ No. of units of Production of 

Cloth Masks:   50,000 

Disposable Masks:   1,50,000 

You are required to prepare a cost sheet for Cloth Masks showing: 

(i) Cost per unit and Total Cost. 

(ii) Profit per unit and Total Profit. 

 

PROBLEM ς 3 [MAY 22 ς 10 Marks] 

The following data are available from the books and records of A Ltd. for the month of April 2022: 

Particulars !Ƴƻǳƴǘ ό ύ 

Stock of raw materials on 1st April 2022 10,000 

Raw materials purchased 2,80,000 

Manufacturing wages 70,000 

Depreciation on plant 15,000 

Expenses paid for quality control check activities 4,000 

Lease Rent of Production Assets 10,000 

Administrative Overheads (Production) 15,000 

Expenses paid for pollution control and engineering & maintenance 1,000 

Stock of raw materials on 30th April 2022 40,000 

Primary packing cost 8,000 
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Research & development cost (Process related) 5,000 

Packing cost for redistribution of finished goods 1,500 

Advertisement expenses 1,300 

{ǘƻŎƪ ƻŦ ŦƛƴƛǎƘŜŘ ƎƻƻŘǎ ŀǎ ƻƴ мǎǘ !ǇǊƛƭ нлнн ǿŀǎ нлл ǳƴƛǘǎ ƘŀǾƛƴƎ ŀ ǘƻǘŀƭ Ŏƻǎǘ ƻŦ  нуΣлллΦ ¢ƘŜ entire 

opening stock of finished goods has been sold during the month.Production during the month of April, 

2022 was 3,000 units. Closing stock of finished goods as on 30th April, 2022 was 400 units. 

You are required to: 

I. Prepare a Cost Sheet for the above period showing the: 

(i) Cost of Raw Material consumed 

(ii) Prime Cost 

(iii) Factory Cost 

(iv) Cost of Production 

(v) Cost of goods sold 

(vi) Cost of Sales 

II. Calculate selling price per unit, if sale is made at a profit of 20% on sales. 

 

PROBLEM ς 4 [DEC 21 10 marks & RTP NOV 19 ]  

G Ltd. manufactures leather bags for office and school purposes. 

The following information is related with the production of leather bags for the month of September, 

2021. 

(1) Leather sheets and cotton clothes are the main inputs and the estimated requirement per bag is 

two metres of leather sheets and one metre of cott on cloth. 2,000 metre of leather sheets and 

1,000 metre of cotton cloths are purchased at 

 оΣнлΣллл ŀƴŘ  мрΣллл ǊŜǎǇŜŎǘƛǾŜƭȅΦ CǊŜƛƎƘǘ ǇŀƛŘ ƻƴ ǇǳǊŎƘŀǎŜǎ ƛǎ  уΣрллΦ 

(2) Stitching and finishing need 2Σллл Ƴŀƴ ƘƻǳǊǎ ŀǘ  ул ǇŜǊ ƘƻǳǊΦ 

(3) hǘƘŜǊ ŘƛǊŜŎǘ Ŏƻǎǘǎ ƻŦ  мл ǇŜǊ ƭŀōƻǳǊ ƘƻǳǊ ƛǎ ƛƴŎǳǊǊŜŘΦ 

(4) D [ǘŘΦ ƘŀǾŜ п ƳŀŎƘƛƴŜǎ ŀǘ ŀ ǘƻǘŀƭ Ŏƻǎǘ ƻŦ  ннΣллΣлллΦ aŀŎƘƛƴŜǎ ƘŀǾŜ ŀ ƭƛŦŜ ƻŦ мл ȅŜŀǊǎ ǿƛǘƘ ŀ ǎŎǊŀǇ 

value of 10% of the original cost. Depreciation is charged on a straight-line method. 

(5) ¢ƘŜ ƳƻƴǘƘƭȅ Ŏƻǎǘ ƻŦ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴ ŀƴŘ ǎŀƭŜǎ ƻŦŦƛŎŜ ǎǘŀŦŦǎ ŀǊŜ  прΣллл ŀƴŘ  тнΣллл ǊŜǎǇŜŎǘƛǾŜƭȅΦ 

D [ǘŘΦ Ǉŀȅǎ  мΣнлΣллл ǇŜǊ ƳƻƴǘƘ ŀǎ ǊŜƴǘ ŦƻǊ ŀ нΣплл ǎǉΦ ŦŜŜǘ ŦŀŎǘƻǊȅ ǇǊŜƳƛǎŜǎΦ ¢ƘŜ ŀŘƳƛƴƛǎǘǊŀǘƛǾŜ 

and sales office occupies 240 sq. feet and 200 sq. feet respectively of factory space. 

(6) CǊŜƛƎƘǘ ǇŀƛŘ ƻƴ ŘŜƭƛǾŜǊȅ ƻŦ ŦƛƴƛǎƘŜŘ ōŀƎǎ ƛǎ  муΣлллΦ 

(7) 5ǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘΣ ор ƪƎǎ ƻŦ ǎŎǊŀǇ όŎǳǘǘƛƴƎǎ ƻŦ ƭŜŀǘƘŜǊ ŀƴŘ Ŏƻǘǘƻƴύ ŀǊŜ ǎƻƭŘ ŀǘ  мрл ǇŜǊ ƪƎΦ 

(8) There are no opening and closing stocks of input materials. There is a finished stock of 100 bags 

in stock at the end of the month. 

You are required to prepare a cost sheet in respect of above for the month of September 2021 

showing: 
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(i) Cost of Raw Material Consumed 

(ii) Prime Cost 

(iii) Works/Factory Cost 

(iv) Cost of Production 

(v) Cost of Goods Sold 

(vi) Cost of Sales  

 

PROBLEM ς 5 [JUL 21 ς 10 Marks] 

The following data relates to manufacturing of a standard product during the month of March, 

2021: 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ όƛƴ ύ 

{ǘƻŎƪ ƻŦ wŀǿ ƳŀǘŜǊƛŀƭ ŀǎ ƻƴ лмπлоπнлнм улΣллл 

²ƻǊƪ ƛƴ tǊƻƎǊŜǎǎ ŀǎ ƻƴ лмπлоπнлнм рлΣллл 

tǳǊŎƘŀǎŜ ƻŦ wŀǿ ƳŀǘŜǊƛŀƭ нΣллΣллл 

/ŀǊǊƛŀƎŜ LƴǿŀǊŘǎ нлΣллл 

5ƛǊŜŎǘ ²ŀƎŜǎ мΣнлΣллл 

/ƻǎǘ ƻŦ ǎǇŜŎƛŀƭ ŘǊŀǿƛƴƎ олΣллл 

IƛǊŜ ŎƘŀǊƎŜǎ ǇŀƛŘ ŦƻǊ tƭŀƴǘ нпΣллл 

wŜǘǳǊƴ ƻŦ wŀǿ aŀǘŜǊƛŀƭ плΣллл 

/ŀǊǊƛŀƎŜ ƻƴ ǊŜǘǳǊƴ сΣллл 

9ȄǇŜƴǎŜǎ ŦƻǊ ǇŀǊǝŎƛǇŀǝƻƴ ƛƴ LƴŘǳǎǘǊƛŀƭ ŜȄƘƛōƛǝƻƴ уΣллл 

[ŜƎŀƭ ŎƘŀǊƎŜǎ нΣрлл 

{ŀƭŀǊȅ ǘƻ ƻŶŎŜ ǎǘŀũ нрΣллл 

aŀƛƴǘŜƴŀƴŎŜ ƻŦ ƻŶŎŜ ōǳƛƭŘƛƴƎ нΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ 5ŜƭƛǾŜǊȅ Ǿŀƴ сΣллл 

²ŀǊŜƘƻǳǎƛƴƎ ŎƘŀǊƎŜǎ мΣрлл 

{ǘƻŎƪ ƻŦ wŀǿ ƳŀǘŜǊƛŀƭ ŀǎ ƻƴ омπлоπнлнм олΣллл 

{ǘƻŎƪ ƻŦ ²ƻǊƪ ƛƴ tǊƻƎǊŜǎǎ ŀǎ ƻƴ омπлоπнлнм нпΣллл 

ü Store overheads on materials are 10% of material consumed. 

ü Factory overheads are 20% of the Prime cost. 

ü мл҈ ƻŦ ǘƘŜ ƻǳǘǇǳǘ ǿŀǎ ǊŜƧŜŎǘŜŘ ŀƴŘ ŀ ǎǳƳ ƻŦ  рΣллл ǿŀǎ ǊŜŀƭƛȊŜŘ ƻƴ ǎŀƭŜ ƻŦ ǎŎǊŀǇΦ 

ü 10% of the finished product was found to be defective and the defective products were rectified 

at an additional expenditure which is equivalent to 20% of proportionate direct wages. 

ü The total output was 8000 units during the month. 

You are required to prepare a Cost Sheet for the above period showing the: 

(i) Cost of Raw Material consumed. 

(ii) Prime Cost 
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(iii) Work Cost 

(iv) Cost of Production 

(v) Cost of Sales 

 

PROBLEM ς 6 [JAN 21 ς 10 Marks] 

The following data are available from the books and records of Q Ltd. for the month of April 2020: 

Direct Labour Cost =  1,20,000 (120% of Factory Overheads) 

Cost of Sales   =  4,00,000 

Sales    =  5,00,000  

Accounts show the following figures: 

 мǎǘ !ǇǊƛƭΣ нлнл ό ύ олǘƘ !ǇǊƛƭΣ нлнл ό ύ 

LƴǾŜƴǘƻǊȅΥ     

wŀǿ ƳŀǘŜǊƛŀƭ нлΣллл нрΣллл 

²ƻǊƪπƛƴπǇǊƻƎǊŜǎǎ нлΣллл олΣллл 

CƛƴƛǎƘŜŘ ƎƻƻŘǎ рлΣллл слΣллл 

hǘƘŜǊ ŘŜǘŀƛƭǎΥ     

{ŜƭƭƛƴƎ ŜȄǇŜƴǎŜǎ   ннΣллл 

DŜƴŜǊŀƭ ϧ !ŘƳƛƴΦ 9ȄǇŜƴǎŜǎ   муΣллл 

 

You are required to prepare a cost sheet for the month of April 2020 showing: 

(i) Prime Cost 

(ii) Works Cost 

(iii) Cost of Production 

(iv) Cost of Goods sold 

(v) Cost of Sales and Profit earned. 

 

PROBLEM ς 7 [NOV 20 ς 10 Marks] 

X Ltd. manufactures two types of pens 'Super Pen' and 'Normal Pen'. The cost data for the year 

ended 30th September, 2019 is as follows: 

tŀǊǝŎǳƭŀǊǎ όύ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭǎ уΣллΣллл 

5ƛǊŜŎǘ ²ŀƎŜǎ пΣпуΣллл 

tǊƻŘǳŎǝƻƴ hǾŜǊƘŜŀŘ мΣфнΣллл 

¢ƻǘŀƭ мпΣплΣллл 

It is further ascertained that: 

1. Direct materials cost in Super Pen was twice as much of direct material in Normal Pen. 

2. Direct wages for Normal Pen were 60% of those for Super Pen. 
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3. Production overhead per unit was at same rate for both the types. 

4. Administration overhead was 200% of direct labour for each. 

5. Selling cost was  1 per Super pen. 

6. Production and sales during the year were as follow: 

tǊƻŘǳŎǝƻƴ {ŀƭŜǎ 

  bƻΦ ƻŦ ǳƴƛǘǎ   bƻΦ ƻŦ ǳƴƛǘǎ 

{ǳǇŜǊ tŜƴ плΣллл 
{ǳǇŜǊ tŜƴ осΣллл 

bƻǊƳŀƭ tŜƴ мΣнлΣллл 

7.  Selling price was  30 per unit for Super Pen. 

Prepare a Cost Sheet for 'Super Pen' showing: 

(i) Cost per unit and Total Cost 

(ii) Profit per unit and Total Profit 

 

PROBLEM ς 8 [NOV 19 ς 10 Marks] 

XYZ a manufacturing firm has revealed following information for September, 2019: 

                     1st September  30th September 

Raw Materials             2,42,000    2,92,000 

Works-in-progress            2,00,000   5,00,000 

The firm incurred following expenses for a targeted production of 1,00,000 units during the month: 

tŀǊǝŎǳƭŀǊǎ  

/ƻƴǎǳƳŀōƭŜ {ǘƻǊŜǎ ŀƴŘ ǎǇŀǊŜǎ ƻŦ ŦŀŎǘƻǊȅ оΣрлΣллл 

wŜǎŜŀǊŎƘ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ Ŏƻǎǘ ŦƻǊ ǇǊƻŎŜǎǎ ƛƳǇǊƻǾŜƳŜƴǘǎ нΣрлΣллл 

vǳŀƭƛǘȅ ŎƻƴǘǊƻƭ Ŏƻǎǘ нΣллΣллл 

tŀŎƪƛƴƎ Ŏƻǎǘ όǎŜŎƻƴŘŀǊȅύ ǇŜǊ ǳƴƛǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ н 

[ŜŀǎŜ ǊŜƴǘ ƻŦ ǇǊƻŘǳŎǝƻƴ ŀǎǎŜǘ нΣллΣллл 

!ŘƳƛƴƛǎǘǊŀǝǾŜ 9ȄǇŜƴǎŜǎ όDŜƴŜǊŀƭύ нΣнпΣллл 

{ŜƭƭƛƴƎ ŀƴŘ ŘƛǎǘǊƛōǳǝƻƴ 9ȄǇŜƴǎŜǎ пΣмоΣллл 

CƛƴƛǎƘŜŘ ƎƻƻŘǎ όƻǇŜƴƛƴƎύ bƛƭ 

CƛƴƛǎƘŜŘ ƎƻƻŘǎ όŎƭƻǎƛƴƎύ рллл ǳƴƛǘǎ 

Defective output which is 4% of targeted production, realizes  61 per unit.  

Closing stock is valued at cost of production (excluding administrative expenses)  

Cost of goods sold, excluding administrative expenses amounts to  78,26,000.  

Direct ŜƳǇƭƻȅŜŜǎΩ Ŏƻǎǘ ƛǎ мκн ƻŦ ǘƘŜ Ŏƻǎǘ ƻŦ ƳŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘΦ 

Selling price of the output is  110 per unit.  

You are required to: 

(i) Calculate the Value of material purchased 

(ii) Prepare cost sheet showing the profit earned by the firm.  
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PROBLEM ς 9 [MAY 19 ς 10 Marks] 

M/s Areeba Private Limited has a normal production capacity of 36,000 units of toys per annum. The 

estimated costs of production are as under: 

(i) Direct Material  40 per unit 

(ii) Direct Labour  30 per unit (subject to a minimum of  48,000 p.m.) 

(iii)  Factory Overheads: 

a. Fixed  3,60,000 per annum 

b. Variable  10 per unit 

c. Semi-variable  1,08,000 per annum up to 50% capacity and additional 46,800 for every 20% 

increase in capacity or any part thereof. 

(iv) Administrative Overheads  5,18,400 per annum (fixed) 

(v) Selling overheads are incurred at  8 per unit. 

(vi) Each unit of raw material yields scrap which is sold at the rate of  5 per unit. 

(vii) In year 2019, the factory worked at 50% capacity for the first three months but it was 

expected that it would work at 80% capacity for the remaining nine months. 

(viii) During the first three months, the selling price per unit was  145.  

You are required to: 

(i) Prepare a cost sheet showing Prime Cost, Works Cost, Cost of Production and Cost of Sales. 

(ii) Calculate the selling price per unit for remaining nine months to achieve the total annual profit 

of  8,76,600.  

 

PROBLEM ς 10 [NOV 18 ς 10 Marks] 

Following details are provided by M/s ZIA Private Limited for the quarter ending 30 September, 

2018: 

όƛύ 5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎ  мΣулΣллл 

όƛƛύ 5ƛǊŜŎǘ ǿŀƎŜǎ ōŜƛƴƎ мтр҈ ƻŦ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ  нΣртΣнрл 

όƛƛƛύ /ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ  муΣтрΣллл 

όƛǾύ {ŜƭƭƛƴƎ ϧ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ  слΣллл 

όǾύ {ŀƭŜǎ  ннΣмлΣллл 

όǾƛύ !ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ ŀǊŜ мл҈ ƻŦ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ   

Stock details as per Stock Register: 

tŀǊǝŎǳƭŀǊǎ олΦлсΦнлму олΦлфΦнлму 

wŀǿ ƳŀǘŜǊƛŀƭ нΣпрΣслл нΣлуΣллл 

²ƻǊƪπƛƴπǇǊƻƎǊŜǎǎ мΣтлΣулл мΣфлΣллл 

CƛƴƛǎƘŜŘ ƎƻƻŘǎ оΣмлΣллл нΣтрΣллл 

 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ǇǊŜǇŀǊŜ ŀ Ŏƻǎǘ ǎƘŜŜǘ ǎƘƻǿƛƴƎΥ 
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(i) Raw material consumed 

(ii) Prime cost 

(iii) Factory cost 

(iv) Cost of goods sold 

(v) Cost of sales and profit  

 

PROBLEM ς 11 [MAY 18 ς 10 Marks] 

Following information relate to a manufacturing concern for the year ended 31st March, 2018: 

t!w¢L/¦[!w{  

wŀǿ aŀǘŜǊƛŀƭ όƻǇŜƴƛƴƎύ нΣнуΣллл 

wŀǿ aŀǘŜǊƛŀƭ όŎƭƻǎƛƴƎύ оΣлрΣллл 

tǳǊŎƘŀǎŜǎ ƻŦ wŀǿ aŀǘŜǊƛŀƭ пнΣнрΣллл 

CǊŜƛƎƘǘ LƴǿŀǊŘǎ мΣллΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ ǇŀƛŘ мнΣрсΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎπƻǳǘǎǘŀƴŘƛƴƎ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ȅŜŀǊ мΣрлΣллл 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘǎ нл҈ ƻŦ ǇǊƛƳŜ Ŏƻǎǘ 

²ƻǊƪπƛƴπǇǊƻƎǊŜǎǎ όƻǇŜƴƛƴƎύ мΣфнΣрлл 

²ƻǊƪπƛƴπǇǊƻƎǊŜǎǎ όŎƭƻǎƛƴƎύ мΣплΣтлл 

!ŘƳƛƴƛǎǘǊŀǝǾŜ hǾŜǊƘŜŀŘǎ όǊŜƭŀǘŜŘ ǘƻ ǇǊƻŘǳŎǝƻƴύ мΣтоΣллл 

5ƛǎǘǊƛōǳǝƻƴ 9ȄǇŜƴǎŜǎ мс ǇŜǊ ǳƴƛǘ 

CƛƴƛǎƘŜŘ {ǘƻŎƪ όƻǇŜƴƛƴƎύπмнмт ¦ƴƛǘǎ сΣлуΣрлл 

{ŀƭŜ ƻŦ ǎŎǊŀǇ ƻŦ ƳŀǘŜǊƛŀƭ уΣллл 

The firm produced 14000 units of output during the year. The stock of finished goods at the end of 

the year is valued at cost of production. The firm sold 14153 units at a price of  618 per unit during 

the year. 

Prepare cost sheet of the firm. 
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PROBLEM ς 12 [ NOV 23 & MAY 22 ] 

A Ltd. produces a single product X. During the month of July 2023, the company has produced 

14,560 tonnes of X. The details for the month of July 2023 are as follows: 

(i) aŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ  мрΣллΣллл 

(ii) tƻǿŜǊ ŎƻƴǎǳƳŜŘ ƛƴ ƻǇŜǊŀǘƛƴƎ ǇǊƻŘǳŎǘƛƻƴ ƳŀŎƘƛƴŜǊȅ моΣллл YǿƘ Ϫ  т ǇŜǊ YǿƘ 

(iii) 5ƛŜǎŜƭǎ ŎƻƴǎǳƳŜŘ ƛƴ ƻǇŜǊŀǘƛƴƎ ǇǊƻŘǳŎǘƛƻƴ ƳŀŎƘƛƴŜǊȅ мΣллл ƭƛǘǊŜǎ Ϫ  фо ǇŜǊ ƭƛǘǊŜ 

(iv) Wages & salary paid ς  спΣллΣллл 

(v) Gratuity & leave encashment paid ς  ппΣнлΣллл 

(vi) Hiring charges paid for Heavy Earth Moving machines (HEMM) engaged in production -  

13,00,000. Hiring charges is paid on the basis of production. 

(vii) Hiring charges paid for cars used for official purpose ς  улΣллл 

(viii) Reimbursement of diesel cost for the cars ς  нлΣллл 

(ix) The hiring of cars attracts GST under RCM @5% without credit. 

(x) Maintenance cost paid for weighing bridge (used for weighing of final goods at the time of 

despatch) ς  тΣллл 

(xi) AMC cost of CCTV installed at weighing bridge (used for weighing of final goods at the time of 

ŘŜǎǇŀǘŎƘύ ŀƴŘ ŦŀŎǘƻǊȅ ǇǊŜƳƛǎŜǎ ƛǎ  сΣллл ŀƴŘ  муΣллл ǇŜǊ ƳƻƴǘƘ ǊŜǎǇŜŎǘƛǾŜƭȅΦ 

(xii) TA/ DA and hotel bill paid for sales manager-  мсΣллл 

(xiii) The company has 180 employees works for 26 days in a month.  

wŜǉǳƛǊŜŘΥ 

PREPARE a Cost sheet for the month of July 2023. 

 

PROBLEM ς 13 [ MAY 23 & MAY 20 RTP ]  

From the following data of Motilal Ltd., CALCULATE Cost of production: 

  ό ύ 

(i) Repair & maintenance paid for plant & machinery 9,80,500 

(ii) Insurance premium paid for inventories 26,000 

(iii) Insurance premium paid for plant & machinery 96,000 

(iv) Raw materials purchased 64,00,000 

(v) Opening stock of raw materials 2,88,000 

(vi) Closing stock of raw materials 4,46,000 

(vii) Wages paid 23,20,000 

(viii) Value of opening Work-in-process 4,06,000 

(ix) Value of closing Work-in-process 6,02,100 

(x) Quality control cost for the products in manufacturing process 86,000 
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(xi) Research & development cost for improvement in production process 92,600 

(xii) Administrative cost for:  

 - Factory & production 9,00,000 

 - Others 11,60,000 

(xiii) Amount realised by selling scrap generated during the manufacturing 

process 

9,200 

(xiv) Packing cost necessary to preserve the goods for further processing 10,200 

(xv) Salary paid to Director (Technical) 8,90,000 

 

PROBLEM ς 14 [ NOV 22 ] 

CT Limited is engaged in producing medical equipment. It has furnished following details related to 

its products produced during a monthΥ 

 Units !Ƴƻǳƴǘ ό ύ 

Raw materials   

Opening stock 1,000 90,00,000 

Purchases 49,000 44,10,00,000 

Closing stock 1,750 1,57,50,000 

Works-in-progress   

Opening 2,000 1,75,50,000 

Closing 1,000 94,50,000 

Direct employees' wages, allowances etc.  6,88,50,000 

Primary packaging cost (per unit)  1,440 

R&D expenses & Quality control expenses  2,10,60,000 

Consumable stores, depreciation on plant  3,42,00,000 

Administrative overheads related to production  3,15,00,000 

Selling expenses  4,84,30,800 

Royalty paid for production  3,64,50,000 

Cost of web-site (for online sale) maintenance  60,75,000 

Secondary packaging cost (per unit)  225 

¢ƘŜǊŜ ǿŀǎ ŀ ƴƻǊƳŀƭ ǎŎǊŀǇ ƻŦ нрл ǳƴƛǘǎ ƻŦ ŘƛǊŜŎǘ ƳŀǘŜǊƛŀƭ ǿƘƛŎƘ ǊŜŀƭƛȊŜŘ  рΣплл ǇŜǊ ǳƴƛǘΦ ¢ƘŜ ŜƴǘƛǊŜ 

finished product was sold at a profit margin of 20% on sales. 

You are required to PREPARE a cost sheet showing: 

1. Prime cost 

2. Gross works cost 

3. Factory costs 

4. Cost of production 
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5. Profit 

6. Sales 

 

twh.[9a ς мр ώw¢t ς a!¸ нмϐ 

w¢! [ǘŘΦ Ƙŀǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŜȄǇŜƴŘƛǘǳǊŜǎ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ ом{¢ 5ŜŎŜƳōŜǊΣ нлнлΥ 

{ƭΦ bƻ tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

όƛύ wŀǿ ƳŀǘŜǊƛŀƭǎ ǇǳǊŎƘŀǎŜŘ   рΣллΣллΣллл 

όƛƛύ CǊŜƛƎƘǘ ƛƴǿŀǊŘ   фΣнлΣслл 

όƛƛƛύ ²ŀƎŜǎ ǇŀƛŘ ǘƻ ŦŀŎǘƻǊȅ ǿƻǊƪŜǊǎ   нрΣнлΣллл 

όƛǾύ wƻȅŀƭǘȅ ǇŀƛŘ ŦƻǊ ǇǊƻŘǳŎǝƻƴ   мΣулΣллл 

όǾύ !Ƴƻǳƴǘ ǇŀƛŘ ŦƻǊ ǇƻǿŜǊ ϧ ŦǳŜƭ   оΣрлΣллл 

όǾƛύ Wƻō ŎƘŀǊƎŜǎ ǇŀƛŘ ǘƻ Ƨƻō ǿƻǊƪŜǊǎ   оΣмлΣллл 

όǾƛƛύ {ǘƻǊŜǎ ŀƴŘ ǎǇŀǊŜǎ ŎƻƴǎǳƳŜŘ   мΣмлΣллл 

όǾƛƛƛύ 5ŜǇǊŜŎƛŀǝƻƴ ƻƴ ƻŶŎŜ ōǳƛƭŘƛƴƎ   рлΣллл 

όƛȄύ 
wŜǇŀƛǊǎ ϧ aŀƛƴǘŜƴŀƴŎŜ ǇŀƛŘ ŦƻǊΥ     

π tƭŀƴǘ ϧ aŀŎƘƛƴŜǊȅ плΣллл   

 π {ŀƭŜǎ ƻŶŎŜ ōǳƛƭŘƛƴƎ нлΣллл слΣллл 

όȄύ LƴǎǳǊŀƴŎŜ ǇǊŜƳƛǳƳ ǇŀƛŘ ŦƻǊΥ     

 π tƭŀƴǘ ϧ aŀŎƘƛƴŜǊȅ нуΣнлл   

 π CŀŎǘƻǊȅ ōǳƛƭŘƛƴƎ муΣулл птΣллл 

όȄƛύ 9ȄǇŜƴǎŜǎ ǇŀƛŘ ŦƻǊ ǉǳŀƭƛǘȅ ŎƻƴǘǊƻƭ ŎƘŜŎƪ ŀŎǝǾƛǝŜǎ   муΣллл 

όȄƛƛύ 
wŜǎŜŀǊŎƘ ϧ ŘŜǾŜƭƻǇƳŜƴǘ Ŏƻǎǘ ǇŀƛŘ ŦƻǊ ƛƳǇǊƻǾŜƳŜƴǘ 

ƛƴ ǇǊƻŘǳŎǝƻƴ ǇǊƻŎŜǎǎ 

  
нлΣллл 

όȄƛƛƛύ 
9ȄǇŜƴǎŜǎ ǇŀƛŘ ŦƻǊ Ǉƻƭƭǳǝƻƴ ŎƻƴǘǊƻƭ ŀƴŘ ŜƴƎƛƴŜŜǊƛƴƎ ϧ 

ƳŀƛƴǘŜƴŀƴŎŜ 

  
осΣллл 

όȄƛǾύ {ŀƭŀǊȅ ǇŀƛŘ ǘƻ {ŀƭŜǎ ϧ aŀǊƪŜǝƴƎ ƳŀƴƎŜǊǎ   рΣслΣллл 

όȄǾύ {ŀƭŀǊȅ ǇŀƛŘ ǘƻ DŜƴŜǊŀƭ aŀƴŀƎŜǊ   сΣплΣллл 

όȄǾƛύ tŀŎƪƛƴƎ Ŏƻǎǘ ǇŀƛŘ ŦƻǊΥ     

 π tǊƛƳŀǊȅ ǇŀŎƪƛƴƎ ƴŜŎŜǎǎŀǊȅ ǘƻ Ƴŀƛƴǘŀƛƴ ǉǳŀƭƛǘȅ псΣллл   

 π CƻǊ ǊŜπŘƛǎǘǊƛōǳǝƻƴ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ улΣллл мΣнсΣллл 

όȄǾƛƛύ CŜŜ ǇŀƛŘ ǘƻ ƛƴŘŜǇŜƴŘŜƴǘ ŘƛǊŜŎǘƻǊǎ   мΣнлΣллл 

όȄǾƛƛƛύ tŜǊŦƻǊƳŀƴŎŜ ōƻƴǳǎ ǇŀƛŘ ǘƻ ǎŀƭŜǎ ǎǘŀũǎ   мΣнлΣллл 

όȄƛȄύ ±ŀƭǳŜ ƻŦ ǎǘƻŎƪ ŀǎ ƻƴ мǎǘWŀƴǳŀǊȅΣ нлнлΥ     

 π wŀǿ ƳŀǘŜǊƛŀƭǎ млΣллΣллл   

 π ²ƻǊƪπƛƴπǇǊƻŎŜǎǎ уΣслΣллл   

 π CƛƴƛǎƘŜŘ ƎƻƻŘǎ мнΣллΣллл олΣслΣллл 
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όȄȄύ ±ŀƭǳŜ ƻŦ ǎǘƻŎƪ ŀǎ ƻƴ омǎǘ5ŜŎŜƳōŜǊΣ нлнлΥ     

 π wŀǿ ƳŀǘŜǊƛŀƭǎ уΣплΣллл   

 π ²ƻǊƪπƛƴπǇǊƻŎŜǎǎ сΣслΣллл   

 π CƛƴƛǎƘŜŘ ƎƻƻŘǎ млΣрлΣллл нрΣрлΣллл 

 

Amount realized by selling of scrap and waste generated during manufacturing process ς  48,000/- 

From the above data you are requested to PREPARE Statement of Cost for RTA Ltd. for the year 

ended 31st December, 2020, showing (i) Prime cost, (ii) Factory cost, (iii) Cost of Production,  

(iv) Cost of goods sold and (v) Cost of sales. 

 

PROBLEM ς 16 [RTP ς NOV 20] 

The following details are available from the of R Ltd. for the year ending 31st March 2020: 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

tǳǊŎƘŀǎŜ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ упΣллΣллл 

/ƻƴǎǳƳŀōƭŜ ƳŀǘŜǊƛŀƭǎ пΣулΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ слΣллΣллл 

/ŀǊǊƛŀƎŜ ƛƴǿŀǊŘ мΣтнΣслл 

²ŀƎŜǎ ǘƻ ŦƻǊŜƳŀƴ ŀƴŘ ǎǘƻǊŜ ƪŜŜǇŜǊ уΣплΣллл 

hǘƘŜǊ ƛƴŘƛǊŜŎǘ ǿŀƎŜǎ ǘƻ ŦŀŎǘƻǊȅ ǎǘŀũǎ мΣорΣллл 

9ȄǇŜƴŘƛǘǳǊŜ ƻƴ ǊŜǎŜŀǊŎƘ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ƻƴ ƴŜǿ ǇǊƻŘǳŎǝƻƴ ǘŜŎƘƴƻƭƻƎȅ фΣслΣллл 

{ŀƭŀǊȅ ǘƻ ŀŎŎƻǳƴǘŀƴǘǎ тΣнлΣллл 

9ƳǇƭƻȅŜǊΩǎ ŎƻƴǘǊƛōǳǝƻƴ ǘƻ 9tC ϧ 9{L тΣнлΣллл 

/ƻǎǘ ƻŦ ǇƻǿŜǊ ϧ ŦǳŜƭ нуΣллΣллл 

tǊƻŘǳŎǝƻƴ ǇƭŀƴƴƛƴƎ ƻŶŎŜ ŜȄǇŜƴǎŜǎ мнΣслΣллл 

{ŀƭŀǊȅ ǘƻ ŘŜƭƛǾŜǊȅ ǎǘŀũǎ мпΣолΣллл 

LƴŎƻƳŜ ǘŀȄ ŦƻǊ ǘƘŜ ŀǎǎŜǎǎƳŜƴǘ ȅŜŀǊ нлмфπнл нΣулΣллл 

CŜŜǎ ǘƻ ǎǘŀǘǳǘƻǊȅ ŀǳŘƛǘƻǊ мΣулΣллл 

CŜŜǎ ǘƻ Ŏƻǎǘ ŀǳŘƛǘƻǊ улΣллл 

CŜŜǎ ǘƻ ƛƴŘŜǇŜƴŘŜƴǘ ŘƛǊŜŎǘƻǊǎ фΣплΣллл 

5ƻƴŀǝƻƴ ǘƻ taπƴŀǝƻƴŀƭ ǊŜƭƛŜŦ ŦǳƴŘ мΣмлΣллл 

±ŀƭǳŜ ƻŦ ǎŀƭŜǎ нΣунΣслΣллл 

tƻǎƛǝƻƴ ƻŦ ƛƴǾŜƴǘƻǊƛŜǎ ŀǎ ƻƴ лмπлпπнлȄнΥ   

π wŀǿ aŀǘŜǊƛŀƭ сΣнлΣллл 

π ²πLπt тΣупΣллл 

π CƛƴƛǎƘŜŘ ƎƻƻŘǎ мпΣплΣллл 

tƻǎƛǝƻƴ ƻŦ ƛƴǾŜƴǘƻǊƛŜǎ ŀǎ ƻƴ омπлоπнлнлΥ   
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π wŀǿ aŀǘŜǊƛŀƭ пΣслΣллл 

π ²πLπt сΣспΣллл 

π CƛƴƛǎƘŜŘ ƎƻƻŘǎ фΣулΣллл 

 

From the above information PREPARE a cost sheet for the year ended 31st March 2020 
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ANSWERS 

1.  

a. Cost Sheet for the month of April 2023 

Particulars Amount 

ό ύ 

Amount 

ό ύ 

Raw materials consumed: 

Raw materials purchased 

 

6,95,000 

 

Add: Carriage inward 36,200  

Add: Value of opening stock of raw materials 42,500  

Less: Value of closing stock of raw materials (38,600) 7,35,100 

Direct wages paid  3,22,800 

Royalty paid for production  35,800 

Amortised cost of special designs, moulds and patterns 

ό мроΣслл ҏ мнύ 

 12,800 

Power, fuel and haulage (factory)*  70,600 

Prime Cost*  11,77,100 

Salary and wages of supervisor and foremen  28,000 

Gross Works Cost  12,05,100 

Add: Opening stock of WIP  42,500 

Less: Closing stock of WIP  (42,800) 

Factory/ Works Cost  12,04,800 

Research and development cost 31,680  

Primary packing cost 6,920 38,600 

Cost of Production  12,43,400 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŦƛƴƛǎƘŜŘ ƎƻƻŘǎ ό  уΦлр Ҏ нΣрлл 

units) 

20,125 

Less: Value of closing stock [(2,500+152,000 -1,52,600) × 

(12,43,400÷152000) 

(15,542) 

Cost of Goods Sold 12,47,983 

Add: Administrative overheads 46,765 

!ŘŘΥ {ŜƭƭƛƴƎ ŀƴŘ ŘƛǎǘǊƛōǳǘƛƻƴ ŜȄǇŜƴǎŜǎ ό  лΦнл Ҏ 

1,52,600) 

30,520 

Cost of Sales 13,25,268 

Add: Profit (20% on Sales or 25% on cost of sales) 3,31,317 

Sales value 16,56,585 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ό  мсΣрсΣрур ҏ мΣрнΣслл ǳƴƛǘǎύ 10.86 
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*May be taken as part of Factory / Works cost, however Total Factory Cost will remain the 

same. LŦ ǘŀƪŜƴ ŀǎ ǇŀǊǘ ƻŦ ŦŀŎǘƻǊȅ Ŏƻǎǘ ǘƘŜƴ ǇǊƛƳŜ Ŏƻǎǘ ǿƛƭƭ ōŜ  ммΣлсΣрллΦ 

Alternative Solution (Based on work-in-ǇǊƻƎǊŜǎǎ ŦƛƎǳǊŜ ƻŦ  прΣрлл ŀǎ ƻƴ мǎǘ !ǇǊƛƭ нлно ŀǎ ǇŜǊ 

Hindi part of Question paper) 

Particulars Amount 

ό ύ 

Amount 

ό ύ 

Raw materials consumed:   

Raw materials purchased 6,95,000  

Add: Carriage inward 36,200  

Add: Value of opening stock of raw materials 42,500  

Less: Value of closing stock of raw materials (38,600) 7,35,100 

Direct wages paid  3,22,800 

Royalty paid for production  35,800 

!ƳƻǊǘƛǎŜŘ Ŏƻǎǘ ƻŦ ǎǇŜŎƛŀƭ ŘŜǎƛƎƴǎΣ ƳƻǳƭŘǎ ŀƴŘ ǇŀǘǘŜǊƴǎ ό  

153,600 ÷ 12) 

 12,800 

Power, fuel and haulage (factory)*  70,600 

Prime Cost  11,77,100 

Salary and wages of supervisor and foremen  28,000 

Gross Works Cost  12,05,100 

Add: Opening stock of WIP  45,500 

Less: Closing stock of WIP  (42,800) 

Factory/ Works Cost  12,07,800 

Research and development cost 31,680  

Primary packing cost 6,920 38,600 

Cost of Production  12,46,400 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŦƛƴƛǎƘŜŘ ƎƻƻŘǎ ό  уΦлр Ҏ нΣрлл ǳƴƛǘǎύ 20,125 

Less: Value of closing stock [(2,500+1,52,000 -1,52,600) × 

(12,46,400÷1,52,000) 

(15,580) 

Cost of Goods Sold 12,50,945 

Add: Administrative overheads 46,765 

!ŘŘΥ {ŜƭƭƛƴƎ ŀƴŘ ŘƛǎǘǊƛōǳǘƛƻƴ ŜȄǇŜƴǎŜǎ ό  лΦнл Ҏ мΣрнΣсллύ 30,520 

Cost of Sales 13,28,230 

Add: Profit (20% on Sales or 25% on cost of sales) 3,32,058 

Sales value 16,60,288 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ό  мсΣслΣнуу ҏ мΣрнΣслл ǳƴƛǘǎύ 10.88 

*May be taken as part of Factory / Works cost, however Total Factory Cost will remain the 

same. If taken as ǇŀǊǘ ƻŦ ŦŀŎǘƻǊȅ Ŏƻǎǘ ǘƘŜƴ ǇǊƛƳŜ Ŏƻǎǘ ǿƛƭƭ ōŜ  ммΣлсΣрллΦ 
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2. 

tǊŜǇŀǊŀǝƻƴ ƻŦ /ƻǎǘ {ƘŜŜǘ ŦƻǊ /ƭƻǘƘ aŀǎƪǎ 

No. of units produced = 50,000 units   No. of units sold = 45,000 units 

Particulars tŜǊ ǳƴƛǘ ό ύ ¢ƻǘŀƭ ό ύ 

Direct materials (Working note- (i)) 10.00 5,00,000 

Direct wages (Working note- (ii)) 5.00 2,50,000 

Prime cost 15.00 7,50,000 

Production overhead (Working note- (iii)) 2.00 1,00,000 

Factory Cost 17.00 8,50,000 

Administration Overhead* (50% of Production Overhead) 1.00 50,000 

Cost of production 18.00 9,00,000 

Less: Closing stock (50,000 units ς 45,000 units) - (90,000) 

Cost of goods sold i.e. 45,000 units 18.00 8,10,000 

Selling cost 2.00 90,000 

Cost of sales/ Total cost 20.00 9,00,000 

Profit 15.00 6,75,000 

{ŀƭŜǎ ǾŀƭǳŜ ό  ор Ҏ 45,000 units) 35.00 15,75,000 

Working Notes: 

(i) Direct material cost per unit of Disposable Mask = M Direct material cost per unit of Cloth Mask 

= 2M 

Total Direct Material cost Ґ нa Ҏ рлΣллл ǳƴƛǘǎ Ҍ a Ҏ мΣрлΣллл ǳƴƛǘǎ hǊΣ  мнΣрлΣллл = 1,00,000 M 

+ 1,50,000 M Or,  M = 1250000 ÷250000 units  

= 5 ǇŜǊ ǳƴƛǘ ¢ƘŜǊŜŦƻǊŜΣ 5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ /ƻǎǘ ǇŜǊ ǳƴƛǘ ƻŦ /ƭƻǘƘ aŀǎƪ Ґ н Ҏ  р Ґ  мл 

(ii) Direct wages per unit for Cloth Mask = W Direct wages per unit for Disposable Mask= 0.6W 

So, (W x 50,000) + (0.6W x 1,50,000) Ґ  7,00,000 

W      Ґ р ǇŜǊ ǳƴƛǘ 

¢ƘŜǊŜŦƻǊŜΣ 5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ /ƻǎǘ ǇŜǊ ǳƴƛǘ ƻŦ /ƭƻǘƘ aŀǎƪ Ґ  р 

tǊƻŘǳŎǘƛƻƴ ƻǾŜǊƘŜŀŘ ŦƻǊ /ƭƻǘƘ aŀǎƪ Ґ  н Ҏ рлΣллл ǳƴƛǘǎ Ґ  мΣллΣллл 

3. 

{ǘŀǘŜƳŜƴǘ ƻŦ /ƻǎǘ 

S. No. Particulars !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

 

 

 

 

Opening stock of Raw material 10,000  

Add: Purchase of Raw material 2,80,000  

Less: Closing stock of raw materials (40,000)  

Raw material consumed  2,50,000 
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(i) Manufacturing wages 70,000 

    

(ii) Prime Cost  3,20,000 

 Factory/work overheads:   

 Depreciation on plant 15,000  

 Lease rent of production Asset 10,000  

 Expenses paid for pollution control and 

engineering & Maintenance 

 

1,000 

 

26,000 

(iii) Factory/Work Cost  3,46,000 

 Expenses paid for quality control check activity  

4,000 

 Research and Development Cost 5,000 

 Administration Overheads (Production) 15,000 

 Primary Packing Cost 8,000 

(iv) Cost of Production 3,78,000 

 Add: Opening stock of finished goods 28,000 

 Less: Closing stock of finished goods (50,400) 

(v) Cost of Goods Sold 3,55,600 

 Advertisement expenses 1,300 

 Packing cost for re-distribution of finished 

goods sold 

 

1,500 

(vi) Cost of Sales  3,58,400 

Valuation of Closing Stock of finished goods  

 378000 ÷ 3000 units * 400 units = 50400 

Cost per unit sold = 358400 ÷ 200 + 3000 ς 400 = 128 per unit  

Selling price = 128 ÷ 80% = 160 per unit  

 

4. 

/ƻǎǘ ǎƘŜŜǘ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ {ŜǇǘŜƳōŜǊ нлнм 

bƻΦ ƻŦ ōŀƎǎ ƳŀƴǳŦŀŎǘǳǊŜŘ Ґ мΣллл ǳƴƛǘǎ 

 Particulars Total Cost 

ό ύ 

Cost per unit 

ό ύ 

1. Direct materials consumed:   

 - Leather sheets 3,20,000 320.00 

 - Cotton cloths 15,000 15.00 

 Add: Freight paid on purchase 8,500 8.50 
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 (i) Cost of material consumed 3,43,500 343.50 

2. 5ƛǊŜŎǘ ǿŀƎŜǎ ό ул Ҏ нΣллл ƘƻǳǊǎύ 1,60,000 160.00 

3. 5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎ ό мл × 2,000 hours) 20,000 20.00 

4. (ii) Prime Cost 5,23,500 523.50 

5. Factory Overheads: Depreciation on machines 

ϑό  ннΣллΣллл Ҏ фл҈ύ ҏ мнл ƳƻƴǘƘǎϒ 

16,500 16.50 

 Apportioned cost of factory rent 98,000 98.00 

6. (iii) Works/ Factory Cost 6,38,000 638.00 

7. [ŜǎǎΥ wŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ ƻŦ ŎǳǘǘƛƴƎǎ ό мрлҎор ƪƎΦύ (5,250) (5.25) 

8. (iv) Cost of Production 6,32,750 632.75 

9. Add: Opening stock of bags 0  

10. Less: Closing stock of bags (100 bags × 

632.75) 

(63,275)  

11. (v) Cost of Goods Sold 5,69,475 632.75 

12. Add: Administrative Overheads:   

 - Staff salary 45,000 50.00 

 - Apportioned rent for administrative office 12,000 13.33 

13. Add: Selling and Distribution Overheads   

 - Staff salary 72,000 80.00 

 - Apportioned rent for sales office 10,000 11.11 

 - Freight paid on delivery of bags 18,000 20.00 

14. (vi) Cost of Sales 7,26,475 807.19 

5. 

(a) Statement of Cost for the month of March, 2021 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

όƛύ /ƻǎǘ ƻŦ aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘΥ     

wŀǿ ƳŀǘŜǊƛŀƭǎ ǇǳǊŎƘŀǎŜŘ ό  нΣллΣллл ς  плΣлллύ мΣслΣллл   

/ŀǊǊƛŀƎŜ ƛƴǿŀǊŘǎ нлΣллл   

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ улΣллл   

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ πолΣллл нΣолΣллл 

5ƛǊŜŎǘ ²ŀƎŜǎ   мΣнлΣллл 

5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎΥ     

/ƻǎǘ ƻŦ ǎǇŜŎƛŀƭ ŘǊŀǿƛƴƎ олΣллл   

IƛǊŜ ŎƘŀǊƎŜǎ ǇŀƛŘ ŦƻǊ tƭŀƴǘ нпΣллл рпΣллл 

όƛƛύ tǊƛƳŜ /ƻǎǘ   пΣлпΣллл 

/ŀǊǊƛŀƎŜ ƻƴ ǊŜǘǳǊƴ сΣллл   
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{ǘƻǊŜ ƻǾŜǊƘŜŀŘǎ όмл҈ ƻŦ ƳŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘύ ноΣллл   

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ όнл҈ ƻŦ tǊƛƳŜ Ŏƻǎǘύ улΣулл   

!ŘŘƛǝƻƴŀƭ ŜȄǇŜƴŘƛǘǳǊŜ ŦƻǊ ǊŜŎǝŬŎŀǝƻƴ ƻŦ ŘŜŦŜŎǝǾŜ ǇǊƻŘǳŎǘǎ 

όǊŜŦŜǊ ǿƻǊƪƛƴƎ ƴƻǘŜύ 
нΣмсл мΣммΣфсл 

DǊƻǎǎ ŦŀŎǘƻǊȅ Ŏƻǎǘ   рΣмрΣфсл 

!ŘŘΥ hǇŜƴƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt   рлΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt   πнпΣллл 

όƛƛƛύ ²ƻǊƪǎκ CŀŎǘƻǊȅ /ƻǎǘ   рΣпмΣфсл 

[ŜǎǎΥ wŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ ƻƴ ǎŀƭŜ ƻŦ ǎŎǊŀǇ   πрΣллл 

όƛǾύ /ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ   рΣосΣфсл 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   π 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   π 

/ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ   рΣосΣфсл 

!ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎΥ     

aŀƛƴǘŜƴŀƴŎŜ ƻŦ ƻŶŎŜ ōǳƛƭŘƛƴƎ нΣллл   

{ŀƭŀǊȅ ǇŀƛŘ ǘƻ hŶŎŜ ǎǘŀũ нрΣллл   

[ŜƎŀƭ /ƘŀǊƎŜǎ нΣрлл нфΣрлл 

{ŜƭƭƛƴƎ ƻǾŜǊƘŜŀŘǎΥ     

9ȄǇŜƴǎŜǎ ŦƻǊ ǇŀǊǝŎƛǇŀǝƻƴ ƛƴ LƴŘǳǎǘǊƛŀƭ ŜȄƘƛōƛǝƻƴ уΣллл уΣллл 

5ƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎΥ     

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ ŘŜƭƛǾŜǊȅ Ǿŀƴ сΣллл   

²ŀǊŜƘƻǳǎƛƴƎ ŎƘŀǊƎŜǎ мΣрлл тΣрлл 

όǾύ /ƻǎǘ ƻŦ {ŀƭŜǎ   рΣумΣфсл 

 

Alternative Solution 

(Considering Hire charges paid for Plant as indirect expenses) Statement of  

Cost for the month of March, 2021 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

/ƻǎǘ ƻŦ aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘΥ     

wŀǿ ƳŀǘŜǊƛŀƭǎ ǇǳǊŎƘŀǎŜŘ ό  нΣллΣллл ς  плΣлллύ мΣслΣллл   

/ŀǊǊƛŀƎŜ ƛƴǿŀǊŘǎ нлΣллл   

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ улΣллл   

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ πолΣллл нΣолΣллл 

5ƛǊŜŎǘ ²ŀƎŜǎ   мΣнлΣллл 

5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎΥ     

/ƻǎǘ ƻŦ ǎǇŜŎƛŀƭ ŘǊŀǿƛƴƎ олΣллл олΣллл 
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tǊƛƳŜ /ƻǎǘ   оΣулΣллл 

IƛǊŜ ŎƘŀǊƎŜǎ ǇŀƛŘ ŦƻǊ tƭŀƴǘ нпΣллл   

/ŀǊǊƛŀƎŜ ƻƴ ǊŜǘǳǊƴ сΣллл   

{ǘƻǊŜ ƻǾŜǊƘŜŀŘǎ όмл҈ ƻŦ ƳŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘύ ноΣллл   

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ όнл҈ ƻŦ tǊƛƳŜ Ŏƻǎǘύ тсΣллл   

!ŘŘƛǝƻƴŀƭ ŜȄǇŜƴŘƛǘǳǊŜ ŦƻǊ ǊŜŎǝŬŎŀǝƻƴ ƻŦ ŘŜŦŜŎǝǾŜ ǇǊƻŘǳŎǘǎ όǊŜŦŜǊ 

ǿƻǊƪƛƴƎ ƴƻǘŜύ 
нΣмсл мΣомΣмсл 

DǊƻǎǎ ŦŀŎǘƻǊȅ Ŏƻǎǘ   рΣммΣмсл 

!ŘŘΥ hǇŜƴƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt   рлΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt   πнпΣллл 

²ƻǊƪǎκ CŀŎǘƻǊȅ /ƻǎǘ   рΣотΣмсл 

[ŜǎǎΥ wŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ ƻƴ ǎŀƭŜ ƻŦ ǎŎǊŀǇ   πрΣллл 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ   рΣонΣмсл 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   π 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   π 

/ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ   рΣонΣмсл 

!ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎΥ     

aŀƛƴǘŜƴŀƴŎŜ ƻŦ ƻŶŎŜ ōǳƛƭŘƛƴƎ нΣллл   

{ŀƭŀǊȅ ǇŀƛŘ ǘƻ hŶŎŜ ǎǘŀũ нрΣллл   

[ŜƎŀƭ /ƘŀǊƎŜǎ нΣрлл нфΣрлл 

{ŜƭƭƛƴƎ ƻǾŜǊƘŜŀŘǎΥ     

9ȄǇŜƴǎŜǎ ŦƻǊ ǇŀǊǝŎƛǇŀǝƻƴ ƛƴ LƴŘǳǎǘǊƛŀƭ ŜȄƘƛōƛǝƻƴ уΣллл уΣллл 

5ƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎΥ     

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ ŘŜƭƛǾŜǊȅ Ǿŀƴ сΣллл   

²ŀǊŜƘƻǳǎƛƴƎ ŎƘŀǊƎŜǎ мΣрлл тΣрлл 

/ƻǎǘ ƻŦ {ŀƭŜǎ   рΣттΣмсл 

Working Notes: 

1. Number of Rectified units 

¢ƻǘŀƭ hǳǘǇǳǘ уΣллл ǳƴƛǘǎ 

[ŜǎǎΥ wŜƧŜŎǘŜŘ мл҈ улл ǳƴƛǘǎ 

CƛƴƛǎƘŜŘ ǇǊƻŘǳŎǘ тΣнлл ǳƴƛǘǎ 

wŜŎǝŬŜŘ ǳƴƛǘǎ όмл҈ ƻŦ ŬƴƛǎƘŜŘ ǇǊƻŘǳŎǘύ тнл ǳƴƛǘǎ 

2. Proportionate additional expenditure on 720 units 

= 20% of proportionate direct wages 

Ґ лΦнл Ȅ ό  мΣнлΣлллκуΣлллύ Ȅ тнл 

Ґ  нΣмсл 
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6. 

Cost Sheet for the Month of April 2020 

tŀǊǝŎǳƭŀǊǎ όύ 

hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ wŀǿ aŀǘŜǊƛŀƭ нлΣллл 

!ŘŘΥ tǳǊŎƘŀǎŜǎ ώwŜŦŜǊ ²ƻǊƪƛƴƎ bƻǘŜπнϐ мΣсрΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ wŀǿ aŀǘŜǊƛŀƭ όнрΣлллύ 

wŀǿ ƳŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘ мΣслΣллл 

!ŘŘΥ 5ƛǊŜŎǘ ƭŀōƻǳǊ Ŏƻǎǘ мΣнлΣллл 

tǊƛƳŜ Ŏƻǎǘ нΣулΣллл 

!ŘŘΥ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ мΣллΣллл 

DǊƻǎǎ ²ƻǊƪǎ Ŏƻǎǘ оΣулΣллл 

!ŘŘΥ hǇŜƴƛƴƎ ǿƻǊƪπƛƴπǇǊƻƎǊŜǎǎ нлΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǿƻǊƪπƛƴπǇǊƻƎǊŜǎǎ όолΣлллύ 

²ƻǊƪǎ /ƻǎǘ оΣтлΣллл 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ оΣтлΣллл 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ рлΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ όслΣлллύ 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ оΣслΣллл 

!ŘŘΥ DŜƴŜǊŀƭ ŀƴŘ ŀŘƳƛƴƛǎǘǊŀǝƻƴ ŜȄǇŜƴǎŜǎ муΣллл 

!ŘŘΥ {ŜƭƭƛƴƎ ŜȄǇŜƴǎŜǎ ннΣллл 

/ƻǎǘ ƻŦ ǎŀƭŜǎ пΣллΣллл 

tǊƻŬǘ ϑ.ŀƭŀƴŎƛƴƎ ŬƎǳǊŜ ό  рΣллΣллл ς  пΣллΣлллύϒ мΣллΣллл 

{ŀƭŜǎ рΣллΣллл 

General and administration expenses have been assumed as not relating to the production activity. 

Working Note: 

1. Computation of the raw material consumed 

tŀǊǝŎǳƭŀǊǎ όύ 

/ƻǎǘ ƻŦ {ŀƭŜǎ пΣллΣллл 

[ŜǎǎΥ DŜƴŜǊŀƭ ŀƴŘ ŀŘƳƛƴƛǎǘǊŀǝƻƴ ŜȄǇŜƴǎŜǎ όмуΣлллύ 

[ŜǎǎΥ {ŜƭƭƛƴƎ ŜȄǇŜƴǎŜǎ /ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ όннΣлллύ 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ оΣслΣллл 

!ŘŘΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ слΣллл 

[ŜǎǎΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ  όрлΣлллύ 

/ƻǎǘ ƻŦ ǇǊƻŘǳŎǝƻƴκDǊƻǎǎ ǿƻǊƪǎ Ŏƻǎǘ  оΣтлΣллл 

!ŘŘΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ǿƻǊƪπƛƴπǇǊƻƎǊŜǎǎ олΣллл 

[ŜǎǎΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ǿƻǊƪπƛƴπǇǊƻƎǊŜǎǎ όнлΣлллύ 
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²ƻǊƪǎ Ŏƻǎǘ оΣулΣллл 

[ŜǎǎΥ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ όмΣнлΣллл · млл κ мнлύ  όмΣллΣлллύ 

tǊƛƳŜ Ŏƻǎǘ нΣулΣллл 

[ŜǎǎΥ 5ƛǊŜŎǘ ƭŀōƻǳǊ όмΣнлΣлллύ 

wŀǿ ƳŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘ мΣслΣллл 

  

нΦ /ƻƳǇǳǘŀǝƻƴ ƻŦ ǘƘŜ Ǌŀǿ ƳŀǘŜǊƛŀƭ tǳǊŎƘŀǎŜŘ  

tŀǊǝŎǳƭŀǊǎ όύ 

/ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ wŀǿ aŀǘŜǊƛŀƭ нрΣллл 

!ŘŘΥ wŀǿ aŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘ мΣслΣллл 

[ŜǎǎΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ wŀǿ aŀǘŜǊƛŀƭ όнлΣлллύ 

wŀǿ aŀǘŜǊƛŀƭ ǇǳǊŎƘŀǎŜŘ мΣсрΣллл 

 

7.  

(a) Preparation of Cost Sheet for Super Pen 

No. of units produced = 40,000 units  

No. of units sold  = 36,000 units 

tŀǊǝŎǳƭŀǊǎ tŜǊ ǳƴƛǘ όύ ¢ƻǘŀƭ όύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ ό²ƻǊƪƛƴƎ ƴƻǘŜπ όƛύύ у оΣнлΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ ό²ƻǊƪƛƴƎ ƴƻǘŜπ όƛƛύύ п мΣслΣллл 

tǊƛƳŜ Ŏƻǎǘ мн пΣулΣллл 

tǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘ ό²ƻǊƪƛƴƎ ƴƻǘŜπ όƛƛƛύύ мΦн пуΣллл 

CŀŎǘƻǊȅ /ƻǎǘ моΦн рΣнуΣллл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ hǾŜǊƘŜŀŘϝ όнлл҈ ƻŦ ŘƛǊŜŎǘ ǿŀƎŜǎύ у оΣнлΣллл 

/ƻǎǘ ƻŦ ǇǊƻŘǳŎǝƻƴ нмΦн уΣпуΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ όплΣллл ǳƴƛǘǎ ς осΣллл ǳƴƛǘǎύ π όупΣуллύ 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ ƛΦŜΦ осΣллл ǳƴƛǘǎ нмΦн тΣсоΣнлл 

{ŜƭƭƛƴƎ Ŏƻǎǘ м осΣллл 

/ƻǎǘ ƻŦ ǎŀƭŜǎκ ¢ƻǘŀƭ Ŏƻǎǘ ннΦн тΣффΣнлл 

tǊƻŬǘ тΦу нΣулΣулл 

{ŀƭŜǎ ǾŀƭǳŜ ό  ол Ҏ осΣллл ǳƴƛǘǎύ ол млΣулΣллл 

Working Notes: 

(i) Direct material cost per unit of Normal pen = M  

Direct material cost per unit of Super pen = 2M 

Total Direct Material cost = 2M × 40,000 units + M × 1,20,000 units  

Or,  
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 8,00,000 = 80,000 M + 1,20,000 M  

Or,  

M =  8,00,000/2,00,000 = 4 

Therefore, Direct material Cost per unit of Super pen = 2 ×  4 =  8 

(ii) Direct wages per unit for Super pen = W  

Direct wages per unit for Normal Pen = 0.6W 

So, (W x 40,000) + (0.6W x 1,20,000) =  4,48,000 

W =  4 per unit 

(iii) Production overhead per unit =  1,92,000/ (40,000 + 1,20,000) =  1.20 

Production overhead for Super pen =  1.20 × 40,000 units = { 48,000 

* Administration overhead is specific to the product as it is directly related to direct 

labour as mentioned in the question and hence to be considered in cost of production 

only. 

Assumption: It is assumed that in point (1) and (2) of the Question, direct materials cost 

and direct wages respectively is related to per unit only. 

 

Note: Direct Material and Direct wages can be calculated in alternative ways. 

8. 

1. Calculation of Sales Quantity: 

tŀǊǝŎǳƭŀǊ ¦ƴƛǘǎ 

tǊƻŘǳŎǝƻƴ ǳƴƛǘǎ мΣллΣллл 

[ŜǎǎΥ 5ŜŦŜŎǝǾŜǎ όп҈ҎмΣллΣллл ǳƴƛǘǎύ пΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ рΣллл 

bƻΦ ƻŦ ǳƴƛǘǎ ǎƻƭŘ фмΣллл 

2. Calculation of Cost of Production 

tŀǊǝŎǳƭŀǊ !Ƴƻǳƴǘ ό ύ 

/ƻǎǘ ƻŦ DƻƻŘǎ ǎƻƭŘ όƎƛǾŜƴύ туΣнсΣллл 

!ŘŘΥ ±ŀƭǳŜ ƻŦ /ƭƻǎƛƴƎ ŬƴƛǎƘŜŘ ƎƻƻŘǎ 
пΣолΣллл 

 туΣнсΣлллκфмΣллл ǳƴƛǘǎ Ȅ wǎΦрΣллл ǳƴƛǘǎ 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ унΣрсΣллл 

3. Calculation of Factory Cost 

tŀǊǝŎǳƭŀǊ !Ƴƻǳƴǘ ό ύ 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ унΣрсΣллл 

[ŜǎǎΥ vǳŀƭƛǘȅ /ƻƴǘǊƻƭ /ƻǎǘ πнΣллΣллл 

[ŜǎǎΥ wŜǎŜŀǊŎƘ ŀƴŘ 5ŜǾŜƭƻǇƳŜƴǘ /ƻǎǘ πнΣрлΣллл 
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!ŘŘΥ /ǊŜŘƛǘ ŦƻǊ wŜŎƻǾŜǊƛŜǎκ{ŎǊŀǇκ.ȅπtǊƻŘǳŎǘǎκ ƳƛǎŎΦ ƛƴŎƻƳŜ όмΣллΣллл 

ǳƴƛǘǎ Ҏ п҈ Ҏ  смύ 
нΣппΣллл 

CŀŎǘƻǊȅ /ƻǎǘ улΣрлΣллл 

4. Calculation of Gross Factory Cost 

tŀǊǝŎǳƭŀǊ !Ƴƻǳƴǘ ό ύ 

/ƻǎǘ ƻŦ CŀŎǘƻǊȅ /ƻǎǘ улΣрлΣллл 

[ŜǎǎΥ hǇŜƴƛƴƎ ²ƻǊƪ ƛƴ tǊƻŎŜǎǎ πнΣллΣллл 

!ŘŘΥ /ƭƻǎƛƴƎ ²ƻǊƪ ƛƴ tǊƻŎŜǎǎ рΣллΣллл 

/ƻǎǘ ƻŦ DǊƻǎǎ CŀŎǘƻǊȅ /ƻǎǘ уоΣрлΣллл 

5. Calculation of Prime Cost 

tŀǊǝŎǳƭŀǊ !Ƴƻǳƴǘ ό ύ 

/ƻǎǘ ƻŦ DǊƻǎǎ CŀŎǘƻǊȅ /ƻǎǘ уоΣрлΣллл 

[ŜǎǎΥ /ƻƴǎǳƳŀōƭŜ ǎǘƻǊŜǎ ϧ ǎǇŀǊŜǎ πоΣрлΣллл 

[ŜǎǎΥ [ŜŀǎŜ ǊŜƴǘŀƭ ƻŦ ǇǊƻŘǳŎǝƻƴ ŀǎǎŜǘǎ πнΣллΣллл 

tǊƛƳŜ /ƻǎǘ туΣллΣллл 

6. Calculation of Cost of Materials Consumed & Labour cost  

Let Cost of Material Consumed = M and Labour cost = 0.5M  

Prime Cost = Cost of Material Consumed + Labour Cost 78,00,000 = M + 0.5M 

M = 52,00,000 

¢ƘŜǊŜŦƻǊŜΣ /ƻǎǘ ƻŦ aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘ Ґ  рнΣллΣллл ŀƴŘ  

[ŀōƻǳǊ /ƻǎǘ Ґ  нсΣллΣллл 

(i) Calculation of Value of Materials Purchased 

tŀǊǝŎǳƭŀǊ !Ƴƻǳƴǘ ό ύ 

/ƻǎǘ ƻŦ aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘ рнΣллΣллл 

!ŘŘΥ ±ŀƭǳŜ ƻŦ /ƭƻǎƛƴƎ ǎǘƻŎƪ нΣфнΣллл 

[ŜǎǎΥ ±ŀƭǳŜ ƻŦ hǇŜƴƛƴƎ ǎǘƻŎƪ πнΣпнΣллл 

±ŀƭǳŜ ƻŦ aŀǘŜǊƛŀƭǎ tǳǊŎƘŀǎŜŘ рнΣрлΣллл 

(ii) Cost Sheet 

{ƭΦ tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ /ƻǎǘ όύ 

м 5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘΥ   

 hǇŜƴƛƴƎ {ǘƻŎƪ ƻŦ wŀǿ aŀǘŜǊƛŀƭ нΣпнΣллл 

 !ŘŘΥ !ŘŘƛǝƻƴǎκ tǳǊŎƘŀǎŜǎ ώōŀƭŀƴŎƛƴƎ ŬƎǳǊŜ ŀǎ ǇŜǊ ǊŜǉǳƛǊŜƳŜƴǘ όƛύϐ рнΣрлΣллл 

 [ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ wŀǿ aŀǘŜǊƛŀƭ όнΣфнΣлллύ 

 aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘ рнΣллΣллл 

н 5ƛǊŜŎǘ ŜƳǇƭƻȅŜŜ όƭŀōƻǳǊύ Ŏƻǎǘ нсΣллΣллл 

о tǊƛƳŜ /ƻǎǘ όмҌнύ туΣллΣллл 
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п !ŘŘΥ ²ƻǊƪǎκ CŀŎǘƻǊȅ hǾŜǊƘŜŀŘǎ /ƻƴǎǳƳŀōƭŜ ǎǘƻǊŜǎ ŀƴŘ ǎǇŀǊŜǎ оΣрлΣллл 

[ŜŀǎŜ ǊŜƴǘ ƻŦ ǇǊƻŘǳŎǝƻƴ ŀǎǎŜǘ нΣллΣллл 

р DǊƻǎǎ ²ƻǊƪǎ /ƻǎǘ όоҌпύ уоΣрлΣллл 

с !ŘŘΥ hǇŜƴƛƴƎ ²ƻǊƪ ƛƴ tǊƻŎŜǎǎ нΣллΣллл 

т [ŜǎǎΥ /ƭƻǎƛƴƎ ²ƻǊƪ ƛƴ tǊƻŎŜǎǎ όрΣллΣлллύ 

у ²ƻǊƪǎκ CŀŎǘƻǊȅ /ƻǎǘ όрҌсπтύ улΣрлΣллл 

ф !ŘŘΥ vǳŀƭƛǘȅ /ƻƴǘǊƻƭ /ƻǎǘ нΣллΣллл 

мл !ŘŘΥ wŜǎŜŀǊŎƘ ŀƴŘ 5ŜǾŜƭƻǇƳŜƴǘ /ƻǎǘ нΣрлΣллл 

мм [ŜǎǎΥ /ǊŜŘƛǘ ŦƻǊ wŜŎƻǾŜǊƛŜǎκ{ŎǊŀǇκ.ȅπtǊƻŘǳŎǘǎκƳƛǎŎΦ ƛƴŎƻƳŜ όнΣппΣлллύ 

мн /ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ όуҌфҌмлπммύ унΣрсΣллл 

мо !ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ π 

мп [ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ όрллл ¦ƴƛǘǎύ όпΣолΣлллύ 

мр /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ όмнҌмоπмпύ туΣнсΣллл 

мс !ŘŘΥ !ŘƳƛƴƛǎǘǊŀǝǾŜ hǾŜǊƘŜŀŘǎ όDŜƴŜǊŀƭύ нΣнпΣллл 

мт !ŘŘΥ {ŜŎƻƴŘŀǊȅ ǇŀŎƪƛƴƎ мΣунΣллл 

му !ŘŘΥ {ŜƭƭƛƴƎ hǾŜǊƘŜŀŘǎϧ 5ƛǎǘǊƛōǳǝƻƴ hǾŜǊƘŜŀŘǎ пΣмоΣллл 

мф /ƻǎǘ ƻŦ {ŀƭŜǎ όмрҌмсҌмтҌмуύ усΣпрΣллл 

нл tǊƻŬǘ моΣсрΣллл 

нм {ŀƭŜǎ фмΣллл ǳƴƛǘǎϪ  ммл ǇŜǊ ǳƴƛǘ мΣллΣмлΣллл 

 

фΦ 

/ƻǎǘ {ƘŜŜǘ ƻŦ aκǎ !ǊŜŜōŀ tǾǘΦ [ǘŘΦ ŦƻǊ ǘƘŜ ȅŜŀǊ нлмфΦ 

Normal Capacity: 36,000 units p.a. 

tŀǊǝŎǳƭŀǊǎ 

о aƻƴǘƘǎ ф aƻƴǘƘǎ 

пΣрлл ¦ƴƛǘǎ нмΣслл ǳƴƛǘǎ 

!Ƴƻǳƴǘ /ƻǎǘ ǇŜǊ ǳƴƛǘ  !Ƴƻǳƴǘ /ƻǎǘ ǇŜǊ ǳƴƛǘ 

όύ όύ όύ όύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ мΣулΣллл   уΣспΣллл   

[ŜǎǎΥ {ŎǊŀǇ όннΣрллύ   όмΣлуΣлллύ   

aŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ мΣртΣрлл ор тΣрсΣллл ор 

5ƛǊŜŎǘ ²ŀƎŜǎ мΣппΣллл он сΣпуΣллл ол 

tǊƛƳŜ /ƻǎǘ оΣлмΣрлл ст мпΣлпΣллл ср 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎΥ         

π CƛȄŜŘ флΣллл   нΣтлΣллл   

π ±ŀǊƛŀōƭŜ прΣллл   нΣмсΣллл   

π {ŜƳƛ ǾŀǊƛŀōƭŜ нтΣллл ос мΣрмΣнлл нфΦр 
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²ƻǊƪǎ /ƻǎǘ пΣсоΣрлл мло нлΣпмΣнлл фпΦр 

!ŘŘΥ !ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎ мΣнфΣслл нуΦу оΣууΣулл му 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ рΣфоΣмлл момΦу нпΣолΣллл ммнΦр 

{ŜƭƭƛƴƎ hǾŜǊƘŜŀŘǎ осΣллл у мΣтнΣулл у 

/ƻǎǘ ƻŦ {ŀƭŜǎ сΣнфΣмлл мофΦу нсΣлнΣулл мнлΦр 

Working Notes: 

i) Calculation of Costs: 

 !Ƴƻǳƴǘ όύ !Ƴƻǳƴǘ όύ 

aŀǘŜǊƛŀƭ мΣулΣллл ό  пл Ҏ пΣрлл ǳƴƛǘǎύ уΣспΣллл ό  пл Ҏ нмΣслл ǳƴƛǘǎύ 

²ŀƎŜǎ мΣппΣллл όaŀȄΦ ƻŦ  ол Ҏ пΣрлл сΣпуΣллл όнмслл ¦ƴƛǘǎҎолύ 

ǳƴƛǘǎ Ґ  мΣорΣллл ŀƴŘ  пуΣллл 

Ҏ о ƳƻƴǘƘǎ Ґ  мΣппΣлллύ 

±ŀǊƛŀōƭŜ /ƻǎǘ прΣллл ό  мл Ҏ пΣрлл ǳƴƛǘǎύ нΣмсΣллл ό  мл Ҏ нмΣслл ǳƴƛǘǎύ 

{ŜƳƛπǾŀǊƛŀōƭŜ /ƻǎǘ нтΣллл ό  мΣлуΣллл Ҏо aƻƴǘƘǎύ мΣрмΣнллώό  мΣлуΣллл Ҏф aƻƴǘƘǎ ύ 

мн aƻƴǘƘǎ мн aƻƴǘƘǎ 

    ҌпсΣуллόŦƻǊ нл ҈ ƛƴŎǊŜŀǎŜύ 

ҌноΣпллόŦƻǊ мл҈ ƛƴŎǊŜŀǎŜύ 

{ŜƭƭƛƴƎ hǾŜǊƘŜŀŘ осΣллл ό  у Ҏ пΣрлл ǳƴƛǘǎύ мΣтнΣуллό  у Ҏ нмΣслл ǳƴƛǘǎύ 

Notes: 

1. Alternatively scrap of raw material can also be reduced from Work cost. 

2. Administrative overhead may be treated alternatively as a part of general overhead. In that 

case, Works Cost as well as Cost of Production will be same i.e.  4,63,500 and Cost of Sales 

will remain same as  6,29,100. 

ii) Calculation of Selling price for nine months period 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ όύ 

¢ƻǘŀƭ /ƻǎǘ ƻŦ ǎŀƭŜǎ  όсΣнфΣмллҌнсΣлнΣуллύ онΣомΣфлл 

!ŘŘΥ 5ŜǎƛǊŜŘ ǇǊƻŬǘ уΣтсΣслл 

¢ƻǘŀƭ ǎŀƭŜǎ ǾŀƭǳŜ пмΣлуΣрлл 

[ŜǎǎΥ {ŀƭŜǎ ǾŀƭǳŜ ǊŜŀƭƛǎŜŘ ƛƴ ŬǊǎǘ ǘƘǊŜŜ ƳƻƴǘƘǎ ό  мпр Ҏ пΣрлл ǳƴƛǘǎύ πсΣрнΣрлл 

{ŀƭŜǎ ±ŀƭǳŜ ǘƻ ōŜ ǊŜŀƭƛǎŜŘ ƛƴ ƴŜȄǘ ƴƛƴŜ ƳƻƴǘƘǎ опΣрсΣллл 

bƻΦ ƻŦ ǳƴƛǘǎ ǘƻ ōŜ ǎƻƭŘ ƛƴ ƴŜȄǘ ƴƛƴŜ ƳƻƴǘƘǎ нмΣслл 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ό опΣрсΣллл ҏ нмΣслл ǳƴƛǘǎύ мсл 
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10.  

Cost Sheet for the quarter ending 30 September 2018: 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ όύ 

όƛύ wŀǿ ƳŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ   

hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ нΣпрΣслл 

!ŘŘΥ tǳǊŎƘŀǎŜ ƻŦ ƳŀǘŜǊƛŀƭǎ мнΣннΣсрл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ όнΣлуΣлллύ 

wŀǿ ƳŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ мнΣслΣнрл 

!ŘŘΥ 5ƛǊŜŎǘ ǿŀƎŜǎ όмΣптΣллл Ҏ мтр҈ύ нΣртΣнрл 

5ƛǊŜŎǘ 9ȄǇŜƴǎŜǎ мΣулΣллл 

όƛƛύ tǊƛƳŜ Ŏƻǎǘ мсΣфтΣрлл 

!ŘŘΥ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ όнΣртΣнрлκмтр҈ύ мΣптΣллл 

DǊƻǎǎ CŀŎǘƻǊȅ Ŏƻǎǘ муΣппΣрлл 

!ŘŘΥ hǇŜƴƛƴƎ ǿƻǊƪπƛƴπǇǊƻŎŜǎǎ мΣтлΣулл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǿƻǊƪπƛƴπǇǊƻŎŜǎǎ όмΣфлΣлллύ 

όƛƛƛύ CŀŎǘƻǊȅ Ŏƻǎǘ муΣнрΣолл 

!ŘŘΥ !ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ όмл҈ ƻŦ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎύ мпΣтлл 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ оΣмлΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ όнΣтрΣлллύ 

όƛǾύ /ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ муΣтрΣллл 

!ŘŘΥ {ŜƭƭƛƴƎ ϧ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ слΣллл 

/ƻǎǘ ƻŦ ǎŀƭŜǎ мфΣорΣллл 

όǾύ bŜǘ tǊƻŬǘ нΣтрΣллл 

{ŀƭŜǎ ннΣмлΣллл 

*(18,75,000 + 2,75,000 ς 3,10,000 ς (1,47,000 × 10%) + 1,90,000 ς1,70,800 ς (2,57,250 × 100/175%) 

- 1,80,000 ς 2,57,250 + 2,08,000 ς 2,45,600) = 12,22,650 

Working notes 

Purchase of raw materials = Raw material consumed + Closing stock - opening stock of raw material 

Raw material consumed = Prime cost - Direct wages - Direct expenses 

Factory Overheads = 2,57,250 x 100/175 

Prime cost = Factory cost + Closing WIP ς Opening WIP ς Factory overheads  

Factory Cost = Cost of Production goods sold + Closing stock of Finished goods ς Opening stock of 

finished goods ς Administrative overheads 

Net Profit = Sales - Cost of sales. 
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Alternative solution: (NOV 18) 

Cost Sheet for the quarter ending 30 September 2018: 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ όύ 

όƛύ wŀǿ ƳŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ   

hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ нΣпрΣслл 

!ŘŘΥ tǳǊŎƘŀǎŜ ƻŦ ƳŀǘŜǊƛŀƭǎ мнΣотΣорл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ όнΣлуΣлллύ 

wŀǿ aŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘ мнΣтпΣфрл 

!ŘŘΥ 5ƛǊŜŎǘ ǿŀƎŜǎ όмΣптΣлллҎмтр҈ нΣртΣнрл 

5ƛǊŜŎǘ 9ȄǇŜƴǎŜǎ мΣулΣллл 

όƛƛύ tǊƛƳŜ Ŏƻǎǘ мтΣмнΣнлл 

!ŘŘΥ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ όнΣртΣнрлκмтр҈ύ мΣптΣллл 

DǊƻǎǎ CŀŎǘƻǊȅ Ŏƻǎǘ муΣрфΣнлл 

!ŘŘΥ hǇŜƴƛƴƎ ǿƻǊƪπƛƴπǇǊƻŎŜǎǎ мΣтлΣулл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǿƻǊƪπƛƴπǇǊƻŎŜǎǎ όмΣфлΣлллύ 

όƛƛƛύ CŀŎǘƻǊȅ ŎƻǎǘκǿƻǊƪǎ ŎƻǎǘκŎƻǎǘ ƻŦ ǇǊƻŘǳŎǝƻƴ муΣплΣллл 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ оΣмлΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ όнΣтрΣлллύ 

όƛǾύ /ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ муΣтрΣллл 

!ŘŘΥ !ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ όмл҈ ƻŦ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎύ мпΣтлл 

!ŘŘΥ {ŜƭƭƛƴƎ ϧ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ слΣллл 

/ƻǎǘ ƻŦ ǎŀƭŜǎ мфΣпфΣтлл 

όǾύ bŜǘ tǊƻŬǘ нΣслΣолл 

{ŀƭŜǎ ннΣмлΣллл 

*(18,75,000 + 2,75,000 ς 3,10,000 + 1,90,000 ς1,70,800 ς 1,47,500 - 1,80,000 ς 2,57,250 + 2,08,000 

ς 2,45,600) = 12,37,350 

Working notes: 

Purchase of raw materials = Raw material consumed + Closing stock - opening stock of raw material 

Raw material consumed = Prime cost - Direct wages - Direct expenses  

Factory Overheads = 257250 x 100/175 

Prime cost = Factory cost + Closing WIP ς Opening WIP ς Factory overheads 

Factory Cost = Cost of Production goods sold + Closing stock of Finished goods ς Opening stock of 

finished goods 

Net Profit = Sales - Cost of sales 
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11.       Cost sheet  

¦ƴƛǘǎ ǇǊƻŘǳŎŜŘ π мпΣллл ǳƴƛǘǎ ¦ƴƛǘǎ ǎƻƭŘ π мпΣмро ǳƴƛǘǎ 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ όύ 

wŀǿ ƳŀǘŜǊƛŀƭǎ ǇǳǊŎƘŀǎŜŘ пнΣнрΣллл 

!ŘŘΥ CǊŜƛƎƘǘ LƴǿŀǊŘ мΣллΣллл 

!ŘŘΥ hǇŜƴƛƴƎ ǾŀƭǳŜ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ нΣнуΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǾŀƭǳŜ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ όоΣлрΣлллύ 

  пнΣпуΣллл 

[ŜǎǎΥ {ŀƭŜ ƻŦ ǎŎǊŀǇ ƻŦ ƳŀǘŜǊƛŀƭ уΣллл 

aŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ пнΣплΣллл 

5ƛǊŜŎǘ ²ŀƎŜǎ όмнΣрсΣллл Ҍ мΣрлΣлллύ мпΣлсΣллл 

tǊƛƳŜ /ƻǎǘ рсΣпсΣллл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ όнл҈ ƻŦ tǊƛƳŜ /ƻǎǘύ ммΣнфΣнлл 

!ŘŘΥ hǇŜƴƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt мΣфнΣрлл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt όмΣплΣтллύ 

CŀŎǘƻǊȅ /ƻǎǘ суΣнтΣллл 

!ŘŘΥ !ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎ мΣтоΣллл 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ тлΣллΣллл 

!ŘŘΥ ±ŀƭǳŜ ƻŦ ƻǇŜƴƛƴƎ ŬƴƛǎƘŜŘ ǎǘƻŎƪ сΣлуΣрлл 

[ŜǎǎΥ ±ŀƭǳŜ ƻŦ ŎƭƻǎƛƴƎ ŬƴƛǎƘŜŘ ǎǘƻŎƪ   

ώрллόтлΣллΣлллκмпΣлллύ Ҏ мΣлспύ όмΣнмтҌ мпΣллл ς мпΣмро Ґ мΣлсп ǳƴƛǘǎύ όрΣонΣлллύ 

/ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ тлΣтсΣрлл 

5ƛǎǘǊƛōǳǝƻƴ ŜȄǇŜƴǎŜǎ όмс Ҏ мпΣмро ǳƴƛǘǎύ нΣнсΣппу 

/ƻǎǘ ƻŦ {ŀƭŜǎ тоΣлнΣфпу 

tǊƻŬǘ ό.ŀƭŀƴŎƛƴƎ ŬƎǳǊŜύ мпΣпоΣслс 

{ŀƭŜǎ όсму Ҏ мпΣмро ǳƴƛǘǎύ утΣпсΣррп 

 

мнΦ 

/ƻǎǘ {ƘŜŜǘ ƻŦ ! [ǘŘΦ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ Wǳƭȅ нлно 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

aŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ  мрΣллΣллл 

²ŀƎŜǎ ϧ {ŀƭŀǊȅ спΣллΣллл  

DǊŀǘǳƛǘȅ ϧ ƭŜŀǾŜ ŜƴŎŀǎƘƳŜƴǘ ппΣнлΣллл мΣлуΣнлΣллл 

tƻǿŜǊ Ŏƻǎǘ όмоΣллл ƪǿƘ Ҏ  тύ фмΣллл  

5ƛŜǎŜƭ Ŏƻǎǘ όмΣллл ƭǘǊ Ҏ  фоύ фоΣллл мΣупΣллл 

I9aa ƘƛǊƛƴƎ ŎƘŀǊƎŜǎ  моΣллΣллл 
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tǊƛƳŜ /ƻǎǘ  мΣоуΣлпΣллл 

!a/ Ŏƻǎǘ ƻŦ //¢± ƛƴǎǘŀƭƭŜŘ ŀǘ ŦŀŎǘƻǊȅ ǇǊŜƳƛǎŜǎ  муΣллл 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴκ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ  мΣоуΣннΣллл 

IƛǊƛƴƎ ŎƘŀǊƎŜǎ ƻŦ ŎŀǊǎ улΣллл  

wŜƛƳōǳǊǎŜƳŜƴǘ ƻŦ ŘƛŜǎŜƭ Ŏƻǎǘ нлΣллл  

 мΣллΣллл  

!ŘŘΥ D{¢ Ϫр҈ ƻƴ w/a ōŀǎƛǎ рΣллл мΣлрΣллл 

aŀƛƴǘŜƴŀƴŎŜ Ŏƻǎǘ ŦƻǊ ǿŜƛƎƘƛƴƎ ōǊƛŘƎŜ тΣллл  

!a/ Ŏƻǎǘ ƻŦ //¢± ƛƴǎǘŀƭƭŜŘ ŀǘ ǿŜƛƎƘ ōǊƛŘƎŜ сΣллл моΣллл 

¢!κ 5! ϧ ƘƻǘŜƭ ōƛƭƭ ƻŦ ǎŀƭŜǎ ƳŀƴŀƎŜǊ  мсΣллл 

/ƻǎǘ ƻŦ {ŀƭŜǎ мΣофΣрсΣллл 

 

13. 

/ŀƭŎǳƭŀǘƛƻƴ ƻŦ /ƻǎǘ ƻŦ tǊƻŘǳŎǘƛƻƴ ƻŦ !ǊƴŀǾ aŜǘŀƭƭƛŎ [ǘŘΦ ŦƻǊ ǘƘŜ ǇŜǊƛƻŘΧΦΦ 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

wŀǿ ƳŀǘŜǊƛŀƭǎ ǇǳǊŎƘŀǎŜŘ спΣллΣллл 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ нΣууΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ όпΣпсΣлллύ 

aŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘ снΣпнΣллл 

²ŀƎŜǎ ǇŀƛŘ ноΣнлΣллл 

tǊƛƳŜ Ŏƻǎǘ урΣснΣллл 

wŜǇŀƛǊ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ Ŏƻǎǘ ƻŦ Ǉƭŀƴǘ ϧ ƳŀŎƘƛƴŜǊȅ фΣулΣрлл 

LƴǎǳǊŀƴŎŜ ǇǊŜƳƛǳƳ ǇŀƛŘ ŦƻǊ Ǉƭŀƴǘ ϧ ƳŀŎƘƛƴŜǊȅ фсΣллл 

vǳŀƭƛǘȅ ŎƻƴǘǊƻƭ Ŏƻǎǘ усΣллл 

wŜǎŜŀǊŎƘ ϧ ŘŜǾŜƭƻǇƳŜƴǘ Ŏƻǎǘ фнΣслл 

!ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎ ǊŜƭŀǘŜŘ ǿƛǘƘ ŦŀŎǘƻǊȅ ŀƴŘ ǇǊƻŘǳŎǝƻƴ фΣллΣллл 

  мΣлтΣмтΣмлл 

!ŘŘΥ hǇŜƴƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt пΣлсΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt όсΣлнΣмллύ 

  мΣлрΣнмΣллл 

[ŜǎǎΥ !Ƴƻǳƴǘ ǊŜŀƭƛǎŜŘ ōȅ ǎŜƭƭƛƴƎ ǎŎǊŀǇ όфΣнллύ 

!ŘŘΥ tǊƛƳŀǊȅ ǇŀŎƪƛƴƎ Ŏƻǎǘ млΣнлл 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ мΣлрΣннΣллл 

Notes: 

(i) Other administrative overhead does not form part of cost of production. 

(ii) Salary paid to Director (Technical) is an administrative cost. 
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мпΦ 

Cost Sheet 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !Ƴƻǳƴǘ ό ύ 

aŀǘŜǊƛŀƭ   

hǇŜƴƛƴƎ ǎǘƻŎƪ мΣллл флΣллΣллл 

!ŘŘΥ tǳǊŎƘŀǎŜǎ пфΣллл ппΣмлΣллΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ όмΣтрлύ όмΣртΣрлΣлллύ 

 пуΣнрл поΣпнΣрлΣллл 

[ŜǎǎΥ bƻǊƳŀƭ ǿŀǎǘŀƎŜ ƻŦ ƳŀǘŜǊƛŀƭǎ ǊŜŀƭƛȊŜŘ Ϫ  рΣплл ǇŜǊ ǳƴƛǘ όнрлύ όмоΣрлΣлллύ 

aŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘ  поΣнфΣллΣллл 

5ƛǊŜŎǘ ŜƳǇƭƻȅŜŜϥǎ ǿŀƎŜǎ ŀƴŘ ŀƭƭƻǿŀƴŎŜǎ  сΣууΣрлΣллл 

5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎπ wƻȅŀƭǘȅ ǇŀƛŘ ŦƻǊ ǇǊƻŘǳŎǝƻƴ  оΣспΣрлΣллл 

tǊƛƳŜ Ŏƻǎǘ пуΣллл роΣунΣллΣллл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ π /ƻƴǎǳƳŀōƭŜ ǎǘƻǊŜǎΣ ŘŜǇǊŜŎƛŀǝƻƴ ŜǘŎΦ  оΣпнΣллΣллл 

DǊƻǎǎ ²ƻǊƪǎ /ƻǎǘ пуΣллл ртΣнпΣллΣллл 

!ŘŘΥ hǇŜƴƛƴƎ ²Lt нΣллл мΣтрΣрлΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ²Lt όмΣлллύ όфпΣрлΣлллύ 

CŀŎǘƻǊȅκ²ƻǊƪǎ /ƻǎǘ пфΣллл руΣлрΣллΣллл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ hǾŜǊƘŜŀŘǎ ǊŜƭŀǘŜŘ ǘƻ ǇǊƻŘǳŎǝƻƴ  оΣмрΣллΣллл 

wϧ5 ŜȄǇŜƴǎŜǎ ŀƴŘ vǳŀƭƛǘȅ ŎƻƴǘǊƻƭ Ŏƻǎǘ  нΣмлΣслΣллл 

!ŘŘΥ tǊƛƳŀǊȅ ǇŀŎƪŀƎƛƴƎ Ŏƻǎǘ Ϫ  мΣппл ǇŜǊ ǳƴƛǘ  тΣлрΣслΣллл 

/ƻǎǘ ƻŦ ǇǊƻŘǳŎǝƻƴ пфΣллл тлΣосΣнлΣллл 

{ŜƭƭƛƴƎ ŜȄǇŜƴǎŜǎ  пΣупΣолΣулл 

/ƻǎǘ ƻŦ ƳŀƛƴǘŀƛƴƛƴƎ ǿŜōǎƛǘŜ ŦƻǊ ƻƴƭƛƴŜ ǎŀƭŜ  слΣтрΣллл 

{ŜŎƻƴŘŀǊȅ ǇŀŎƪŀƎƛƴƎ Ŏƻǎǘ Ϫ  ннр ǇŜǊ ǳƴƛǘ пфΣллл мΣмлΣнрΣллл 

/ƻǎǘ ƻŦ ǎŀƭŜǎ  тсΣфмΣрлΣулл 

!ŘŘΥ tǊƻŬǘ Ϫ нл҈ ƻƴ ǎŀƭŜǎ ƻǊ нр҈ ƻŦ Ŏƻǎǘ  мфΣннΣутΣтлл 

{ŀƭŜǎ ǾŀƭǳŜ  фсΣмпΣоуΣрлл 

 

мрΦ 

{ǘŀǘŜƳŜƴǘ ƻŦ /ƻǎǘ ƻŦ w¢! [ǘŘΦ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ омǎǘ 5ŜŎŜƳōŜǊΣ нлнлΥ 

{ƭΦ 

bƻ 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ όύ !Ƴƻǳƴǘ όύ 

όƛύ aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘΥ     

 π wŀǿ ƳŀǘŜǊƛŀƭǎ ǇǳǊŎƘŀǎŜŘ рΣллΣллΣллл   

 π CǊŜƛƎƘǘ ƛƴǿŀǊŘ фΣнлΣслл   
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 !ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ млΣллΣллл   

 [ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ όуΣплΣлллύ рΣмлΣулΣслл 

όƛƛύ 5ƛǊŜŎǘ ŜƳǇƭƻȅŜŜ όƭŀōƻǳǊύ ŎƻǎǘΥ     

 π ²ŀƎŜǎ ǇŀƛŘ ǘƻ ŦŀŎǘƻǊȅ ǿƻǊƪŜǊǎ   нрΣнлΣллл 

όƛƛƛύ 5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎΥ     

 π wƻȅŀƭǘȅ ǇŀƛŘ ŦƻǊ ǇǊƻŘǳŎǝƻƴ мΣулΣллл   

 π !Ƴƻǳƴǘ ǇŀƛŘ ŦƻǊ ǇƻǿŜǊ ϧ ŦǳŜƭ оΣрлΣллл   

 π Wƻō ŎƘŀǊƎŜǎ ǇŀƛŘ ǘƻ Ƨƻō ǿƻǊƪŜǊǎ оΣмлΣллл уΣплΣллл 

 tǊƛƳŜ /ƻǎǘ   рΣппΣплΣслл 

όƛǾύ ²ƻǊƪǎκ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎΥ     

 π {ǘƻǊŜǎ ŀƴŘ ǎǇŀǊŜǎ ŎƻƴǎǳƳŜŘ мΣмлΣллл   

 π wŜǇŀƛǊǎ ϧ aŀƛƴǘŜƴŀƴŎŜ ǇŀƛŘ ŦƻǊ Ǉƭŀƴǘ ϧ ƳŀŎƘƛƴŜǊȅ плΣллл   

 π LƴǎǳǊŀƴŎŜ ǇǊŜƳƛǳƳ ǇŀƛŘ ŦƻǊ Ǉƭŀƴǘ ϧ ƳŀŎƘƛƴŜǊȅ нуΣнлл   

 π LƴǎǳǊŀƴŎŜ ǇǊŜƳƛǳƳ ǇŀƛŘ ŦƻǊ ŦŀŎǘƻǊȅ ōǳƛƭŘƛƴƎ муΣулл   

 π 9ȄǇŜƴǎŜǎ ǇŀƛŘ ŦƻǊ Ǉƻƭƭǳǝƻƴ ŎƻƴǘǊƻƭ ŀƴŘ ŜƴƎƛƴŜŜǊƛƴƎ ϧ 

ƳŀƛƴǘŜƴŀƴŎŜ 

осΣллл   

нΣооΣллл 

 DǊƻǎǎ ŦŀŎǘƻǊȅ Ŏƻǎǘ   рΣпсΣтоΣслл 

 !ŘŘΥ hǇŜƴƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt   уΣслΣллл 

 [ŜǎǎΥ /ƭƻǎƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt   όсΣслΣлллύ 

 CŀŎǘƻǊȅ /ƻǎǘ   рΣпуΣтоΣслл 

όǾύ vǳŀƭƛǘȅ ŎƻƴǘǊƻƭ ŎƻǎǘΥ     

 π 9ȄǇŜƴǎŜǎ ǇŀƛŘ ŦƻǊ ǉǳŀƭƛǘȅ ŎƻƴǘǊƻƭ ŎƘŜŎƪ ŀŎǝǾƛǝŜǎ   муΣллл 

όǾƛύ wŜǎŜŀǊŎƘ ϧ ŘŜǾŜƭƻǇƳŜƴǘ Ŏƻǎǘ ǇŀƛŘ ŦƻǊ ƛƳǇǊƻǾŜƳŜƴǘ ƛƴ 

ǇǊƻŘǳŎǝƻƴ ǇǊƻŎŜǎǎ 

  нлΣллл 

όǾƛƛύ [ŜǎǎΥ wŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ ƻƴ ǎŀƭŜ ƻŦ ǎŎǊŀǇ ŀƴŘ ǿŀǎǘŜ   όпуΣлллύ 

όǾƛƛƛύ !ŘŘΥ tǊƛƳŀǊȅ ǇŀŎƪƛƴƎ Ŏƻǎǘ   псΣллл 

 /ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ   рΣпфΣлфΣслл 

 !ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   мнΣллΣллл 

 [ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   όмлΣрлΣлллύ 

 /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ   рΣрлΣрфΣслл 

όƛȄύ !ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎΥ     

 π 5ŜǇǊŜŎƛŀǝƻƴ ƻƴ ƻŶŎŜ ōǳƛƭŘƛƴƎ рлΣллл   

 π {ŀƭŀǊȅ ǇŀƛŘ ǘƻ DŜƴŜǊŀƭ aŀƴŀƎŜǊ сΣплΣллл   

 π CŜŜ ǇŀƛŘ ǘƻ ƛƴŘŜǇŜƴŘŜƴǘ ŘƛǊŜŎǘƻǊǎ мΣнлΣллл уΣмлΣллл 

όȄύ {ŜƭƭƛƴƎ ƻǾŜǊƘŜŀŘǎΥ     

 π wŜǇŀƛǊǎ ϧ aŀƛƴǘŜƴŀƴŎŜ ǇŀƛŘ ŦƻǊ ǎŀƭŜǎ ƻŶŎŜ ōǳƛƭŘƛƴƎ нлΣллл   
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 π {ŀƭŀǊȅ ǇŀƛŘ ǘƻ aŀƴŀƎŜǊπ {ŀƭŜǎ ϧ aŀǊƪŜǝƴƎ рΣслΣллл   

 π tŜǊŦƻǊƳŀƴŎŜ ōƻƴǳǎ ǇŀƛŘ ǘƻ ǎŀƭŜǎ ǎǘŀũǎ мΣнлΣллл тΣллΣллл 

όȄƛύ 5ƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎΥ     

 π tŀŎƪƛƴƎ Ŏƻǎǘ ǇŀƛŘ ŦƻǊ ǊŜπŘƛǎǘǊƛōǳǝƻƴ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   улΣллл 

 /ƻǎǘ ƻŦ {ŀƭŜǎ   рΣссΣпфΣслл 

 

16. 

Statement of Cost of R Ltd. for the year ended 31st March, 2020: 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ 

ό ύ 

!Ƴƻǳƴǘ ό ύ 

aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘΥ     

π wŀǿ ƳŀǘŜǊƛŀƭǎ ǇǳǊŎƘŀǎŜŘ упΣллΣллл   

π /ŀǊǊƛŀƎŜ ƛƴǿŀǊŘ мΣтнΣслл   

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ сΣнлΣллл   

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ όпΣслΣлллύ утΣонΣслл 

5ƛǊŜŎǘ ŜƳǇƭƻȅŜŜ όƭŀōƻǳǊύ ŎƻǎǘΥ     

π 5ƛǊŜŎǘ ǿŀƎŜǎ слΣллΣллл   

π 9ƳǇƭƻȅŜǊΩǎ /ƻƴǘǊƛōǳǝƻƴ ǘƻǿŀǊŘǎ tC ϧ 9{L{ тΣнлΣллл стΣнлΣллл 

5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎΥ     

π /ƻƴǎǳƳŀōƭŜ ƳŀǘŜǊƛŀƭǎ пΣулΣллл   

π /ƻǎǘ ƻŦ ǇƻǿŜǊ ϧ ŦǳŜƭ нуΣллΣллл онΣулΣллл 

tǊƛƳŜ /ƻǎǘ   мΣутΣонΣслл 

²ƻǊƪǎκ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎΥ     

π ²ŀƎŜǎ ǘƻ ŦƻǊŜƳŀƴ ŀƴŘ ǎǘƻǊŜ ƪŜŜǇŜǊ уΣплΣллл   

π hǘƘŜǊ ƛƴŘƛǊŜŎǘ ǿŀƎŜǎ ǘƻ ŦŀŎǘƻǊȅ ǎǘŀũǎ мΣорΣллл фΣтрΣллл 

DǊƻǎǎ ŦŀŎǘƻǊȅ Ŏƻǎǘ   мΣфтΣлтΣслл 

!ŘŘΥ hǇŜƴƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt   тΣупΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǾŀƭǳŜ ƻŦ ²πLπt   όсΣспΣлллύ 

CŀŎǘƻǊȅ /ƻǎǘ   мΣфуΣнтΣслл 

wŜǎŜŀǊŎƘ ϧ ŘŜǾŜƭƻǇƳŜƴǘ Ŏƻǎǘ ǇŀƛŘ ŦƻǊ ƛƳǇǊƻǾŜƳŜƴǘ ƛƴ ǇǊƻŘǳŎǝƻƴ 

ǇǊƻŎŜǎǎ 

   

фΣслΣллл 

tǊƻŘǳŎǝƻƴ ǇƭŀƴƴƛƴƎ ƻŶŎŜ ŜȄǇŜƴǎŜǎ   мнΣслΣллл 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ   нΣнлΣптΣслл 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   мпΣплΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ   όфΣулΣлллύ 

/ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ   нΣнрΣлтΣслл 
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!ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎΥ     

π {ŀƭŀǊȅ ǘƻ ŀŎŎƻǳƴǘŀƴǘǎ тΣнлΣллл   

π CŜŜǎ ǘƻ ǎǘŀǘǳǘƻǊȅ ŀǳŘƛǘƻǊ мΣулΣллл   

π CŜŜǎ ǘƻ Ŏƻǎǘ ŀǳŘƛǘƻǊ улΣллл   

π CŜŜ ǇŀƛŘ ǘƻ ƛƴŘŜǇŜƴŘŜƴǘ ŘƛǊŜŎǘƻǊǎ фΣплΣллл мфΣнлΣллл 

{ŜƭƭƛƴƎ ƻǾŜǊƘŜŀŘǎϧ 5ƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎΥ     

π {ŀƭŀǊȅ ǘƻ ŘŜƭƛǾŜǊȅ ǎǘŀũǎ   мпΣолΣллл 

/ƻǎǘ ƻŦ {ŀƭŜǎ   нΣруΣртΣслл 

tǊƻŬǘ όōŀƭŀƴŎƛƴƎ ŬƎǳǊŜύ   нпΣлнΣплл 

{ŀƭŜǎ   нΣунΣслΣллл 

Note: Income tax and Donation to PM National Relief Fund is avoided in the cost sheet. 
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CHAPTER 2: OVERHEADS 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

twh.[9a ς мΥ όa!¸ но ς р aŀǊƪǎύ 

Beta Limited produces 50,000 Units, 45,000 Units and 62,000 Units of product 'A', 'B' and 'C' 

respectively. At present the company follows absorption costing method and absorbs overhead on 

the basis of direct labour hours. Now, the company wants to adopt Activity Based Costing 

The information provided by Beta Limited is follows: 

 Product A Product B Product C 

Floor Space Occupied 5,000 Sq.Ft. 4,500 Sq.Ft. 6,200 Sq.Ft. 

Direct Labour Hours 7,500 Hours 7,200 Hours 7,800 Hours 

Direct Machine Hours 6,000 Hours 4,500 Hours 4,650 Hours 

Power consumption 32% 28% 40% 

 

Overhead for year are as follows:  

Rent & Taxes 8,63,500 

Electricity Expenses 10,66,475 

Indirect labour 13,16,250 

Repair & Maintenance 1,28,775 

 33,75,000 

wŜǉǳƛǊŜŘΥ 

όƛύ Calculate the overhead rate per labour hour under Absorption Costing. 

όƛƛύ Prepare a cost statement showing overhead cost per unit for each product - 'A', 'B' and 'C' as 

per Activity based Costing. 

 

twh.[9a ς н Υ ό bh± нн ς мл aŀǊƪǎύ 

¦{t [ǘŘΦ ƛǎ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊŜǊ ƻŦ ΨŘƻǳōƭŜ ƎǊƛǇ ƳƻǘƻǊŎȅŎƭŜ ǘȅǊŜǎΩΦ Lƴ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǇǊƻŎŜǎǎΣ ƛǘ 

undertakes three different jobs namely, Vulcanising, Brushing and Striping. All of these jobs require 

the use of a special machine and also the aid of a robot when necessary. The robot is hired from 

ƻǳǘǎƛŘŜ ŀƴŘ ǘƘŜ ƘƛǊŜ ŎƘŀǊƎŜǎ ǇŀƛŘ ŦƻǊ ŜǾŜǊȅ ǎƛȄ ƳƻƴǘƘǎ ƛǎ  нΣтлΣлллΦ !ƴ ŜǎǘƛƳŀǘŜ ƻŦ ƻǾŜǊƘŜŀŘ ŜȄǇŜƴǎŜǎ 

relating to the special machine is given below: 

¶ Rent for a quarter is  муΣлллΦ 

¶ ¢ƘŜ Ŏƻǎǘ ƻŦ ǘƘŜ ǎǇŜŎƛŀƭ ƳŀŎƘƛƴŜ ƛǎ  мфΣнлΣллл ŀƴŘ ŘŜǇǊŜŎƛŀǘƛƻƴ ƛǎ ŎƘŀǊƎŜŘ Ϫмл҈ ǇŜǊ ŀƴƴǳƳ ƻƴ 

straight line basis. 

¶ Other indirect expenses are recovered at 20% of direct wages. 

The factory manager has informed that in the coming year, the total ŘƛǊŜŎǘ ǿŀƎŜǎ ǿƛƭƭ ōŜ  мнΣллΣллл 

which will be incurred evenly throughout the year 
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During the first month of operation, the following details are available from the job book: Number 

of hours the special machine was used 

Jobs Without the aid of the robot With the of the robot 

Vulcanising 500 400 

Brushing 1000 400 

Striping - 1200 

You are required to : 

(i) Compute the Machine Hour Rate for the company as a whole for a month (A) when the robot is 

used and (B) when the robot is not used. 

(ii) Compute the Machine Hour Rate for the individual jobs i.e. Vulcanising, Brushing and Striping. 

 

twh.[9a ς оΥ όa!¸ нн ς мл aŀǊƪǎύ 

In a manufacturing company, the overhead is recovered as follows:  

Factory Overheads: a fixed percentage basis on direct wages and Administrative overheads: a fixed 

percentage basis on factory cost. 

The company has furnished the following data relating to two jobs undertaken by it in a period. 

 Job 1 

ό ύ 

Job 2 

ό ύ 

Direct materials 1,08,000 75,000 

Direct wages 84,000 60,000 

Selling price 3,33,312 2,52,000 

Profit percentage on total cost 12% 20% 

You are required to: 

(i) Compute the percentage recovery rates of factory overheads and administrative overheads. 

(ii) Calculate the amount of factory overheads, administrative overheads and profit for each of the 

two jobs. 

(iii) Using the above recovery rates, determine the selling price to be quoted for job 3. Additional 

data pertaining to Job 3 is as follows: 

Direct materials  68,750 

Direct wages  22,500 

Profit percentage on selling price 15% 

 

twh.[9a ς пΥ ό 59/ нм ς мл aŀǊƪǎύ 

XYZ Ltd. manufactures a single product. It recovers factory overheads at a pre - ŘŜǘŜǊƳƛƴŜŘ ǊŀǘŜ ƻŦ  

20 per man-day. 

During the year 2020-21, the total factory overheads incurred and the man-days actually worked were 

 35.50 lakhs and 1.50 ƭŀƪƘ Řŀȅǎ ǊŜǎǇŜŎǘƛǾŜƭȅΦ hǳǘ ƻŦ ǘƘŜ ŀƳƻǳƴǘ ƻŦ  орΦрл ƭŀƪƘǎΣ  нΦлл ƭŀƪƘǎ ǿŜǊŜ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
у 

ƛƴ ǊŜǎǇŜŎǘ ƻŦ ǿŀƎŜǎ ŦƻǊ ǎǘƛŎƪ ǇŜǊƛƻŘ ŀƴŘ  мΦлл ƭŀƪƘ ǿŀǎ ƛƴ ǊŜǎǇŜŎǘ ƻŦ ŜȄǇŜƴǎŜǎ ƻŦ ǇǊŜǾƛƻǳǎ ȅŜŀǊ ōƻƻƪŜŘ 

in this current year. During the period, 50,000 units were sold. At the end of the period, 12,000 

completed units were held in stock but there was no opening stock of finished goods. Similarly, there 

was no stock of uncompleted units at the beginning of the period but at the end of the period there 

were 20,000 uncompleted units which may be treated as 65% complete in all respects. 

On investigation, it was found that 40% of the unabsorbed overheads were due to factory inefficiency 

and the rest were attributable to increase in the cost of indirect materials and indirect labour.  

You are required to: 

(i) Calculate the amount of unabsorbed overheads during the year 2020 -21. 

(ii) Show the accounting treatment of unabsorbed overheads in cost accounts and pass journal entry 

 

PROBLEM ς 5: (JUL 21 ς 5 Marks) 

{b{ ¢ǊŀŘƛƴƎ /ƻƳǇŀƴȅ Ƙŀǎ ǘƘǊŜŜ aŀƛƴ 5ŜǇŀǊǘƳŜƴǘǎ ŀƴŘ ǘǿƻ {ŜǊǾƛŎŜ 5ŜǇŀǊǘƳŜƴǘǎΦ ¢ƘŜ Řŀǘŀ ŦƻǊ ŜŀŎƘ 

ŘŜǇŀǊǘƳŜƴǘ ƛǎ ƎƛǾŜƴ ōŜƭƻǿΥ 

5ŜǇŀǊǘƳŜƴǘǎ 
9ȄǇŜƴǎŜǎ όƛƴ ύ !ǊŜŀ ƛƴ ό{ǉΦ aǘǊύ bǳƳōŜǊ ƻŦ 9ƳǇƭƻȅŜŜǎ 

aŀƛƴ 5ŜǇŀǊǘƳŜƴǘΥ 

tǳǊŎƘŀǎŜ 5ŜǇŀǊǘƳŜƴǘ рΣллΣллл мн улл 

tŀŎƪƛƴƎ 5ŜǇŀǊǘƳŜƴǘ уΣллΣллл мр мтлл 

5ƛǎǘǊƛōǳǝƻƴ 5ŜǇŀǊǘƳŜƴǘ оΣрлΣллл т тлл 

{ŜǊǾƛŎŜ 5ŜǇŀǊǘƳŜƴǘǎΥ       

aŀƛƴǘŜƴŀƴŎŜ 5ŜǇŀǊǘƳŜƴǘ сΣплΣллл п нлл 

tŜǊǎƻƴƴŜƭ 5ŜǇŀǊǘƳŜƴǘ оΣнлΣллл с нрл 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

όƛύ tǊŜǇŀǊŜ ŀ {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǘƘŜ ŘƛǎǘǊƛōǳǝƻƴ ƻŦ ŜȄǇŜƴǎŜǎ ƻŦ {ŜǊǾƛŎŜ 5ŜǇŀǊǘƳŜƴǘǎ ǘƻ ǘƘŜ aŀƛƴ 

5ŜǇŀǊǘƳŜƴǘǎ ǳǎƛƴƎ ǘƘŜ Ϧ{ǘŜǇ [ŀŘŘŜǊ ƳŜǘƘƻŘϦ ƻŦ hǾŜǊƘŜŀŘ 5ƛǎǘǊƛōǳǝƻƴΦ 

(ii) /ƻƳǇǳǘŜ ǘƘŜ wŀǘŜ ǇŜǊ ƘƻǳǊ ƻŦ ŜŀŎƘ aŀƛƴ 5ŜǇŀǊǘƳŜƴǘΣ ƎƛǾŜƴ ǘƘŀǘΣ ǘƘŜ tǳǊŎƘŀǎŜ 5ŜǇŀǊǘƳŜƴǘΣ 

tŀŎƪƛƴƎ 5ŜǇŀǊǘƳŜƴǘ ŀƴŘ 5ƛǎǘǊƛōǳǝƻƴ 5ŜǇŀǊǘƳŜƴǘ ǿƻǊƪǎ ŦƻǊ мн ƘƻǳǊǎ ŀ ŘŀȅΣ нп ƘƻǳǊǎ ŀ Řŀȅ ŀƴŘ у 

ƘƻǳǊǎ ŀ Řŀȅ ǊŜǎǇŜŎǝǾŜƭȅΦ !ǎǎǳƳŜ ǘƘŀǘ ǘƘŜǊŜ ŀǊŜ оср Řŀȅǎ ƛƴ ŀ ȅŜŀǊ ŀƴŘ ǘƘŜǊŜ ŀǊŜ ƴƻ ƘƻƭƛŘŀȅǎ. 

 

twh.[9a ς сΥ όW!b нм ς р aŀǊƪǎύ 

! ƳŀŎƘƛƴŜ ǎƘƻǇ Ƙŀǎ у ƛŘŜƴǝŎŀƭ ƳŀŎƘƛƴŜǎ ƳŀƴƴŜŘ ōȅ с ƻǇŜǊŀǘƻǊǎΦ ¢ƘŜ ƳŀŎƘƛƴŜ Ŏŀƴƴƻǘ ǿƻǊƪ ǿƛǘƘƻǳǘ 

ŀƴ ƻǇŜǊŀǘƻǊ ǿƘƻƭƭȅ ŜƴƎŀƎŜŘ ƻƴ ƛǘΦ ¢ƘŜ ƻǊƛƎƛƴŀƭ Ŏƻǎǘ ƻŦ ŀƭƭ ǘƘŜ у ƳŀŎƘƛƴŜǎ ǿƻǊƪǎ ƻǳǘ ǘƻ  онΣллΣлллΦ 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǇŀǊǝŎǳƭŀǊǎ ŀǊŜ ŦǳǊƴƛǎƘŜŘ ŦƻǊ ŀ ǎƛȄ ƳƻƴǘƘǎ ǇŜǊƛƻŘΥ 

bƻǊƳŀƭ ŀǾŀƛƭŀōƭŜ ƘƻǳǊǎ ǇŜǊ ƳƻƴǘƘ ǇŜǊ ƻǇŜǊŀǘƻǊ нлу 

!ōǎŜƴǘŜŜƛǎƳ όǿƛǘƘƻǳǘ Ǉŀȅύ ƘƻǳǊǎ ǇŜǊ ƻǇŜǊŀǘƻǊ му 

[ŜŀǾŜ όǿƛǘƘ Ǉŀȅύ ƘƻǳǊǎ ǇŜǊ ƻǇŜǊŀǘƻǊ нл 
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bƻǊƳŀƭ ǳƴŀǾƻƛŘŀōƭŜ ƛŘƭŜ ǝƳŜπƘƻǳǊǎ ǇŜǊ ƻǇŜǊŀǘƻǊ мл 

!ǾŜǊŀƎŜ ǊŀǘŜ ƻŦ ǿŀƎŜǎ ǇŜǊ Řŀȅ ƻŦ у ƘƻǳǊǎ ǇŜǊ ƻǇŜǊŀǘƻǊ  млл 

tǊƻŘǳŎǝƻƴ ōƻƴǳǎ ŜǎǝƳŀǘŜŘ мл҈ ƻƴ ǿŀƎŜǎ 

tƻǿŜǊ ŎƻƴǎǳƳŜŘ  плΣнрл 

{ǳǇŜǊǾƛǎƛƻƴ ŀƴŘ LƴŘƛǊŜŎǘ [ŀōƻǳǊ  мсΣрлл 

[ƛƎƘǝƴƎ ŀƴŘ 9ƭŜŎǘǊƛŎƛǘȅ  сΣллл 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǇŀǊǝŎǳƭŀǊǎ ŀǊŜ ƎƛǾŜƴ ŦƻǊ ŀ ȅŜŀǊΥ 

LƴǎǳǊŀƴŎŜ  оΣслΣллл 

{ǳƴŘǊȅ ǿƻǊƪ 9ȄǇŜƴǎŜǎ  рлΣллл 

aŀƴŀƎŜƳŜƴǘ 9ȄǇŜƴǎŜǎ ŀƭƭƻŎŀǘŜŘ  рΣллΣллл  

5ŜǇǊŜŎƛŀǝƻƴ мл҈ ƻƴ ǘƘŜ ƻǊƛƎƛƴŀƭ Ŏƻǎǘ 

Repairs and Maintenance (including consumables): 5% of the value of all the machines. 

Prepare a statement showing the comprehensive machine hour rate for the machine shop. 

 

twh.[9a ς тΥ όbh± нл ς мл aŀǊƪǎύ 

¢99 [ǘŘΦ ƛǎ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎƻƳǇŀƴȅ ƘŀǾƛƴƎ ǘƘǊŜŜ ǇǊƻŘǳŎǝƻƴ ŘŜǇŀǊǘƳŜƴǘǎ ϥtϥΣ ϥvϥ ŀƴŘ ϥwϥ ŀƴŘ ǘǿƻ 

ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘǎ ϥ·ϥ ŀƴŘ ϥ¸ϥ ŘŜǘŀƛƭǎ ǇŜǊǘŀƛƴƛƴƎ ǘƻ ǿƘƛŎƘ ŀǊŜ ŀǎ ǳƴŘŜǊΥ 

tŀǊǝŎǳƭŀǊǎ t v w ·  ̧

5ƛǊŜŎǘ ǿŀƎŜǎ ό ύ рΣллл мΣрлл пΣрлл нΣллл улл 

²ƻǊƪƛƴƎ ƘƻǳǊǎ моΣмфм тΣрфу мпΣффр π π 

±ŀƭǳŜ ƻŦ ƳŀŎƘƛƴŜ ό ύ мΣллΣллл улΣллл мΣллΣллл нлΣллл рлΣллл 

IΦtΦ ƻŦ ƳŀŎƘƛƴŜǎ млл ул млл нл рл 

[ƛƎƘǘ Ǉƻƛƴǘǎ όbƻǎΦύ нл мл мр р мл 

CƭƻƻǊ ǎǇŀŎŜ όǎǉΦ ƊΦύ нΣллл нΣрлл оΣрлл мΣллл мΣллл 

The expenses are as follows: 

tŀǊǝŎǳƭŀǊǎ ό ύ 

wŜƴǘ ŀƴŘ wŀǘŜǎ млΣллл 

DŜƴŜǊŀƭ [ƛƎƘǝƴƎ слл 

LƴŘƛǊŜŎǘ ²ŀƎŜǎ оΣпрл 

tƻǿŜǊ оΣрлл 

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ aŀŎƘƛƴŜǎ тлΣллл 

{ǳƴŘǊƛŜǎ όŀǇǇƻǊǝƻƴƳŜƴǘ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ŘƛǊŜŎǘ ǿŀƎŜǎύ моΣулл 

The expenses of Service Departments are allocated as under: 

  t v w ·  ̧

· пр҈ мр҈ ол҈ π мл҈ 

 ̧ ор҈ нр҈ ол҈ мл҈ π 

tǊƻŘǳŎǘ ϥ!ϥ ƛǎ ǇǊƻŎŜǎǎŜŘ ŦƻǊ ƳŀƴǳŦŀŎǘǳǊŜ ƛƴ 5ŜǇŀǊǘƳŜƴǘǎ tΣ v ŀƴŘ w ŦƻǊ сΣ р ŀƴŘ н ƘƻǳǊǎ ǊŜǎǇŜŎǝǾŜƭȅΦ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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twh.[9a ςу Υ όbh± му ς р aŀǊƪǎύ 

M/s. NOP Limited has its own power plant and generates its own power. Information regarding 

power requirements and power used are as follows: 

  tǊƻŘǳŎǝƻƴ 5ŜǇǘΦ {ŜǊǾƛŎŜ 5ŜǇǘΦ 

  ! . ·  ̧

  όIƻǊǎŜ ǇƻǿŜǊ ƘƻǳǊǎύ 

bŜŜŘŜŘ ŎŀǇŀŎƛǘȅ ǇǊƻŘǳŎǝƻƴ нлΣллл нрΣллл мрΣллл млΣллл 

¦ǎŜŘ ŘǳǊƛƴƎ ǘƘŜ ǉǳŀǊǘŜǊ ŜƴŘŜŘ {ŜǇǘŜƳōŜǊ нлму мсΣллл нлΣллл мнΣллл уΣллл 

5ǳǊƛƴƎ ǘƘŜ ǉǳŀǊǘŜǊ ŜƴŘŜŘ {ŜǇǘŜƳōŜǊ нлмуΣ Ŏƻǎǘǎ ŦƻǊ ƎŜƴŜǊŀǘƛƴƎ ǇƻǿŜǊ ŀƳƻǳƴǘŜŘ ǘƻ  мнΦсл ƭŀƪƘǎ 

out of which  4.20 lakhs was considered as fixed cost. 

Service department X renders services to departments A, B, and Y in the ratio of 6:4:2 whereas 

department Y renders services to department A and B in the ratio of 4: 1. The direct labour hours of 

department A and B are 67500 hours and 48750 hours respectively. 

Required: 

1. Prepare overheads distribution sheet. 

2. Calculate factory overhead per labour hour for the dept. A and dept. B. 

 

  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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t!w¢ ς .Υ w9±L{Lhb ¢9{¢ t!t9w 

twh.[9a ς ф Υ όw¢t bh± ноύ 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǇŀǊǝŎǳƭŀǊǎ ǊŜŦŜǊ ǘƻ ǇǊƻŎŜǎǎ ǳǎŜŘ ƛƴ ǘƘŜ ǘǊŜŀǘƳŜƴǘ ƻŦ ƳŀǘŜǊƛŀƭ ǎǳōǎŜǉǳŜƴǘƭȅ ƛƴŎƻǊǇƻǊŀǘŜŘ 

ƛƴ ŀ ŎƻƳǇƻƴŜƴǘ ŦƻǊƳƛƴƎ ǇŀǊǘ ƻŦ ŀƴ ŜƭŜŎǘǊƛŎŀƭ ŀǇǇƭƛŀƴŎŜΥ 

όƛύ ¢ƘŜ ƻǊƛƎƛƴŀƭ Ŏƻǎǘ ƻŦ ǘƘŜ ƳŀŎƘƛƴŜ ǳǎŜŘ όtǳǊŎƘŀǎŜŘ ƛƴ WǳƴŜ нлмуύ ǿŀǎ  млΣллΣлллΦ Lǘǎ ŜǎǝƳŀǘŜŘ ƭƛŦŜ 

ƛǎ мл ȅŜŀǊǎΣ ǘƘŜ ŜǎǝƳŀǘŜŘ ǎŎǊŀǇ ǾŀƭǳŜ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ƛǘǎ ƭƛŦŜ ƛǎ  млΣлллΣ ŀƴŘ ǘƘŜ ŜǎǝƳŀǘŜŘ ǿƻǊƪƛƴƎ 

ǝƳŜ ǇŜǊ ȅŜŀǊ όрл ǿŜŜƪǎ ƻŦ пп ƘƻǳǊǎύ ƛǎ нΣнлл ƘƻǳǊǎΦ hǳǘ ƻŦ ǿƘƛŎƘ ƳŀŎƘƛƴŜ ƳŀƛƴǘŜƴŀƴŎŜ ŜǘŎΦΣ ƛǎ 

ŜǎǝƳŀǘŜŘ ǘƻ ǘŀƪŜ ǳǇ нлл ƘƻǳǊǎΦ 

bƻ ƻǘƘŜǊ ƭƻǎǎ ƻŦ ǿƻǊƪƛƴƎ ǝƳŜ ŜȄǇŜŎǘŜŘΣ ǎŜǩƴƎ ǳǇ ǝƳŜΣ ŜǎǝƳŀǘŜŘ ŀǘ млл ƘƻǳǊǎΣ ƛǎ ǊŜƎŀǊŘŜŘ ŀǎ 

ǇǊƻŘǳŎǝǾŜ ǝƳŜΦ όIƻƭƛŘŀȅ ǘƻ ōŜ ƛƎƴƻǊŜŘύΦ 

όƛƛύ 9ƭŜŎǘǊƛŎƛǘȅ ǳǎŜŘ ōȅ ǘƘŜ ƳŀŎƘƛƴŜ ŘǳǊƛƴƎ ǇǊƻŘǳŎǝƻƴ ƛǎ мс ǳƴƛǘǎ ǇŜǊ ƘƻǳǊ ŀǘ Ŏƻǎǘ ƻŦ ŀ  т ǇŜǊ ǳƴƛǘΦ bƻ 

ǇƻǿŜǊ ƛǎ ŎƻƴǎǳƳŜŘ ŘǳǊƛƴƎ ƳŀƛƴǘŜƴŀƴŎŜ ƻǊ ǎŜǩƴƎ ǳǇΦ 

όƛƛƛύ ¢ƘŜ ƳŀŎƘƛƴŜ ǊŜǉǳƛǊŜŘ ŀ ŎƘŜƳƛŎŀƭ ǎƻƭǳǝƻƴ ǿƘƛŎƘ ƛǎ ǊŜǇƭŀŎŜŘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǿŜŜƪ ŀǘ ŀ Ŏƻǎǘ ƻŦ  

нΣллл ŜŀŎƘ ǝƳŜΦ 

όƛǾύ ¢ƘŜ ŜǎǝƳŀǘŜŘ Ŏƻǎǘ ƻŦ ƳŀƛƴǘŜƴŀƴŎŜ ǇŜǊ ȅŜŀǊ ƛǎ  мΣнлΣлллΦ 

όǾύ ¢ǿƻ ŀǧŜƴŘŀƴǘǎ ŎƻƴǘǊƻƭ ǘƘŜ ƻǇŜǊŀǝƻƴ ƻŦ ƳŀŎƘƛƴŜ ǘƻƎŜǘƘŜǊ ǿƛǘƘ ŬǾŜ ƻǘƘŜǊ ƛŘŜƴǝŎŀƭ ƳŀŎƘƛƴŜǎΦ 

¢ƘŜƛǊ ŎƻƳōƛƴŜŘ ǿŜŜƪƭȅ ǿŀƎŜǎΣ ƛƴǎǳǊŀƴŎŜ ŀƴŘ ǘƘŜ ŜƳǇƭƻȅŜǊϥǎ ŎƻƴǘǊƛōǳǝƻƴ ǘƻ ƘƻƭƛŘŀȅ Ǉŀȅ ŀƳƻǳƴǘ 

ƛǎ  фΣлллΦ 

όǾƛύ 5ŜǇŀǊǘƳŜƴǘŀƭ ŀƴŘ ƎŜƴŜǊŀƭ ǿƻǊƪǎ ƻǾŜǊƘŜŀŘ ŀƭƭƻŎŀǘŜŘ ǘƻ ǘƘƛǎ ƳŀŎƘƛƴŜ ŦƻǊ ǘƘŜ ŎǳǊǊŜƴǘ ȅŜŀǊ ŀƳƻǳƴǘ 

ǘƻ  нлΣлллΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜ ǘƘŜ ƳŀŎƘƛƴŜ ƘƻǳǊ ǊŀǘŜ ƻŦ ƻǇŜǊŀǝƴƎ ǘƘŜ ƳŀŎƘƛƴŜΦ 

 

twh.[9a ς мл Υ όw¢t a!¸ ноύ 

{!b5¸ [ǘŘΦ ƛǎ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎƻƳǇŀƴȅ ƘŀǾƛƴƎ ǘƘǊŜŜ ǇǊƻŘǳŎǝƻƴ ŘŜǇŀǊǘƳŜƴǘǎΣ Ψ!ΩΣ Ψ.Ω ŀƴŘ Ψ/Ω ŀƴŘ ǘǿƻ 

ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘǎ Ψ·Ω ŀƴŘ Ψ̧ΩΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƛǎ ǘƘŜ ōǳŘƎŜǘ ŦƻǊ 5ŜŎŜƳōŜǊ нлннΥ 

 ¢ƻǘŀƭ ό ύ ! ό ύ . ό ύ / ό ύ · ό ύ ¸ ό ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ  мΣслΣллл оΣнлΣллл сΣплΣллл оΣнлΣллл мΣслΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ  уΣллΣллл оΣнлΣллл мнΣулΣллл мΣслΣллл оΣнлΣллл 

CŀŎǘƻǊȅ ǊŜƴǘ сΣплΣллл      

tƻǿŜǊ пΣллΣллл      

5ŜǇǊŜŎƛŀǝƻƴ мΣслΣллл      

hǘƘŜǊ ƻǾŜǊƘŜŀŘǎ мпΣплΣллл      

!ŘŘƛǝƻƴŀƭ ƛƴŦƻǊƳŀǝƻƴΥ       

!ǊŜŀ ό{ǉΦ ƊΦύ  улл плл улл плл улл 

/ŀǇƛǘŀƭ ǾŀƭǳŜ ƻŦ ŀǎǎŜǘǎ ό ύ 

ƭŀƪƘǎύ 

 он сп он мс мс 

aŀŎƘƛƴŜ ƘƻǳǊǎ  мΣслл оΣнлл сΣплл мΣслл мΣслл 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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IƻǊǎŜǇƻǿŜǊ ƻŦ ƳŀŎƘƛƴŜǎ  ул сп он нп пл 

!ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ ŜȄǇŜƴǎŜǎ ƻŦ ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘǎ ƛǎ ŀǎ ǳƴŘŜǊΥ 

 ! . / ·  ̧

{ŜǊǾƛŎŜ 5ŜǇǘΦ Ψ·Ω тн нп пу ς мс 

{ŜǊǾƛŎŜ 5ŜǇǘΦ Ψ̧Ω фс рс ς у ς 

wŜǉǳƛǊŜŘΥ 

tw9t!w9 ŀ ǎǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ŘƛǎǘǊƛōǳǝƻƴ ƻŦ ƻǾŜǊƘŜŀŘǎ ǘƻ ǾŀǊƛƻǳǎ ŘŜǇŀǊǘƳŜƴǘǎΦ 

tw9t!w9 ŀ ǎǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǊŜπŘƛǎǘǊƛōǳǝƻƴ ƻŦ ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘǎ ŜȄǇŜƴǎŜǎ ǘƻ ǇǊƻŘǳŎǝƻƴ 

ŘŜǇŀǊǘƳŜƴǘǎ ǳǎƛƴƎ wŜǇŜŀǘŜŘ 5ƛǎǘǊƛōǳǝƻƴ ƳŜǘƘƻŘΦ !ƭǎƻ /![/¦[!¢9 ƳŀŎƘƛƴŜ ƘƻǳǊ ǊŀǘŜ ƻŦ ǘƘŜ 

ǇǊƻŘǳŎǝƻƴ ŘŜǇŀǊǘƳŜƴǘǎ ϥ!ϥΣ ϥ.ϥΣ ϥ/ϥΦ 

 

twh.[9a ς ммΥ όw¢t bh± ннύ 

{9 [ƛƳƛǘŜŘ ƳŀƴǳŦŀŎǘǳǊŜǎ ǘǿƻ ǇǊƻŘǳŎǘǎπ ! ŀƴŘ .Φ ¢ƘŜ ŎƻƳǇŀƴȅ ƘŀŘ ōǳŘƎŜǘŜŘ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ 

ŀƳƻǳƴǝƴƎ ǘƻ  осΣтнΣллл ŀƴŘ ōǳŘƎŜǘŜŘ ŘƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊ ƻŦ мΣулΣллл ƘƻǳǊǎΦ ¢ƘŜ ŎƻƳǇŀƴȅ ǳǎŜǎ ǇǊŜπ

ŘŜǘŜǊƳƛƴŜŘ ƻǾŜǊƘŜŀŘ ǊŜŎƻǾŜǊȅ ǊŀǘŜ ŦƻǊ ǇǊƻŘǳŎǘ ŎƻǎǝƴƎ ǇǳǊǇƻǎŜǎΦ 

¢ƘŜ ŘŜǇŀǊǘƳŜƴǘπǿƛǎŜ ōǊŜŀƪπǳǇ ƻŦ ǘƘŜ ƻǾŜǊƘŜŀŘǎ ŀƴŘ ŘƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊǎ ǿŜǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

tŀǊǝŎǳƭŀǊǎ .ǳŘƎŜǘŜŘ ƻǾŜǊƘŜŀŘǎ .ǳŘƎŜǘŜŘ ŘƛǊŜŎǘ ƭŀōƻǳǊ 

ƘƻǳǊǎ 

wŀǘŜ ǇŜǊ ŘƛǊŜŎǘ 

ƭŀōƻǳǊ ƘƻǳǊ 

5ŜǇŀǊǘƳŜƴǘ tƛŜ  нрΣфнΣллл флΣллл ƘƻǳǊǎ  нуΦул 

5ŜǇŀǊǘƳŜƴǘ vǳƛ  млΣулΣллл флΣллл ƘƻǳǊǎ  мнΦлл 

¢ƻǘŀƭ  осΣтнΣллл мΣулΣллл ƘƻǳǊǎ  

!ŘŘƛǝƻƴŀƭ LƴŦƻǊƳŀǝƻƴΥ 

9ŀŎƘ ǳƴƛǘ ƻŦ ǇǊƻŘǳŎǘ ! ǊŜǉǳƛǊŜǎ п ƘƻǳǊǎ ƛƴ ŘŜǇŀǊǘƳŜƴǘ tƛŜ ŀƴŘ м ƘƻǳǊ ƛƴ ŘŜǇŀǊǘƳŜƴǘ vǳƛΦ !ƭǎƻΣ ŜŀŎƘ 

ǳƴƛǘ ƻŦ ǇǊƻŘǳŎǘ . ǊŜǉǳƛǊŜǎ м ƘƻǳǊ ƛƴ ŘŜǇŀǊǘƳŜƴǘ tƛŜ ŀƴŘ п ƘƻǳǊǎ ƛƴ ŘŜǇŀǊǘƳŜƴǘ vǳƛΦ 

¢Ƙƛǎ ǿŀǎ ǘƘŜ ŬǊǎǘ ȅŜŀǊ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅϥǎ ƻǇŜǊŀǝƻƴΦ ¢ƘŜǊŜ ǿŀǎ ƴƻ ²Lt ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ȅŜŀǊΦ IƻǿŜǾŜǊΣ 

мΣулл ŀƴŘ рΣплл ǳƴƛǘǎ ƻŦ tǊƻŘǳŎǘǎ ! ŀƴŘ . ǿŜǊŜ ƻƴ ƘŀƴŘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ȅŜŀǊΦ 

¢ƘŜ ōǳŘƎŜǘŜŘ ŀŎǝǾƛǘȅ Ƙŀǎ ōŜŜƴ ŀǧŀƛƴŜŘ ōȅ ǘƘŜ ŎƻƳǇŀƴȅΦ  

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

όƛύ 59¢9waLb9 ǘƘŜ ǇǊƻŘǳŎǝƻƴ ŀƴŘ ǎŀƭŜǎ ǉǳŀƴǝǝŜǎ ƻŦ ōƻǘƘ ǇǊƻŘǳŎǘǎ ϥ!ϥ ŀƴŘ ϥ.ϥ ŦƻǊ ǘƘŜ ŀōƻǾŜ ȅŜŀǊΦ 

όƛƛύ !{/9w¢!Lb ǘƘŜ ŜũŜŎǘ ƻŦ ǳǎƛƴƎ ŀ ǇǊŜπŘŜǘŜǊƳƛƴŜŘ ƻǾŜǊƘŜŀŘ ǊŀǘŜ ƛƴǎǘŜŀŘ ƻŦ ŘŜǇŀǊǘƳŜƴǘπǿƛǎŜ 

ƻǾŜǊƘŜŀŘ ǊŀǘŜǎ ƻƴ ǘƘŜ ŎƻƳǇŀƴȅϥǎ ƛƴŎƻƳŜ ŘǳŜ ǘƻ ƛǘǎ ŜũŜŎǘ ƻƴ ǎǘƻŎƪ ǾŀƭǳŜΦ 

όƛƛƛύ /![/¦[!¢9 ǘƘŜ ŘƛũŜǊŜƴŎŜ ƛƴ ǘƘŜ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ŘǳŜ ǘƻ ǘƘŜ ǳǎŜ ƻŦ ǇǊŜπŘŜǘŜǊƳƛƴŜŘ ƻǾŜǊƘŜŀŘ ǊŀǘŜ 

ƛƴǎǘŜŀŘ ƻŦ ǳǎƛƴƎ ŘŜǇŀǊǘƳŜƴǘπǿƛǎŜ ƻǾŜǊƘŜŀŘ ǊŀǘŜǎΦ !ǎǎǳƳŜ ǘƘŀǘ ǘƘŜ ŘƛǊŜŎǘ Ŏƻǎǘǎ όƳŀǘŜǊƛŀƭ ŀƴŘ 

ƭŀōƻǳǊ Ŏƻǎǘǎύ ǇŜǊ ǳƴƛǘ ƻŦ ǇǊƻŘǳŎǘǎ ! ŀƴŘ . ǿŜǊŜ  нр ŀƴŘ  пл ǊŜǎǇŜŎǝǾŜƭȅ ŀƴŘ ǘƘŜ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ƛǎ 

ŬȄŜŘ ōȅ ŀŘŘƛƴƎ пл҈ ƻǾŜǊ ŀƴŘ ŀōƻǾŜ ǘƘŜǎŜ Ŏƻǎǘǎ ǘƻ ŎƻǾŜǊ ǇǊƻŬǘ ŀƴŘ ǎŜƭƭƛƴƎ ŀƴŘ ŀŘƳƛƴƛǎǘǊŀǝƻƴ 

ƻǾŜǊƘŜŀŘΦ 

twh.[9a ς мн Υ όw¢t bh± нмύ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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t[ [ǘŘΦ Ƙŀǎ ǘƘǊŜŜ ǇǊƻŘǳŎǝƻƴ ŘŜǇŀǊǘƳŜƴǘǎ tмΣ tн ŀƴŘ tо ŀƴŘ ǘǿƻ ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘǎ {м ŀƴŘ {нΦ 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ Řŀǘŀ ŀǊŜ ŜȄǘǊŀŎǘŜŘ ŦǊƻƳ ǘƘŜ ǊŜŎƻǊŘǎ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ hŎǘƻōŜǊΣ нлнлΥ 

tŀǊǝŎǳƭŀǊǎ όύ 

wŜƴǘ ŀƴŘ ǊŀǘŜǎ мнΣрлΣллл 

DŜƴŜǊŀƭ ƭƛƎƘǝƴƎ мΣрлΣллл 

LƴŘƛǊŜŎǘ ²ŀƎŜǎ оΣтрΣллл 

tƻǿŜǊ рΣллΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ ƳŀŎƘƛƴŜǊȅ млΣллΣллл 

LƴǎǳǊŀƴŎŜ ƻŦ ƳŀŎƘƛƴŜǊȅ пΣллΣллл 

hǘƘŜǊ LƴŦƻǊƳŀǝƻƴΥ 

tŀǊǝŎǳƭŀǊǎ tм tн tо {м {н 

5ƛǊŜŎǘ ǿŀƎŜǎ ό ύ тΣрлΣллл рΣллΣллл тΣрлΣллл оΣтрΣллл мΣнрΣллл 

IƻǊǎŜ tƻǿŜǊ ƻŦ aŀŎƘƛƴŜǎ ǳǎŜŘ сл ол рл мл π 

/ƻǎǘ ƻŦ ƳŀŎƘƛƴŜǊȅ ό ύ слΣллΣллл улΣллΣллл мΣллΣллΣллл рΣллΣллл рΣллΣллл 

CƭƻƻǊ ǎǇŀŎŜ ό{ǉΦ Ɗύ нΣллл нΣрлл оΣллл нΣллл рлл 

bǳƳōŜǊ ƻŦ ƭƛƎƘǘ Ǉƻƛƴǘǎ мл мр нл мл р 

tǊƻŘǳŎǝƻƴ ƘƻǳǊǎ ǿƻǊƪŜŘ сΣннр пΣлрл пΣмлл π π 

9ȄǇŜƴǎŜǎ ƻŦ ǘƘŜ ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘǎ {м ŀƴŘ {н ŀǊŜ ǊŜŀǇǇƻǊǝƻƴŜŘ ŀǎ ōŜƭƻǿΥ 

tŀǊǝŎǳƭŀǊǎ tм tн tо {м {н 

{м нл҈ ол҈ пл҈ π мл҈ 

{н пл҈ нл҈ ол҈ мл҈ π 

Required: 

i. COMPUTE overhead absorption rate per production hour of each production department. 

ii. DETERMINE the total cost of product X which is processed for manufacture in department P1, P2 

ŀƴŘ tо ŦƻǊ р ƘƻǳǊǎΣ о ƘƻǳǊǎ ŀƴŘ п ƘƻǳǊǎ ǊŜǎǇŜŎǘƛǾŜƭȅΣ ƎƛǾŜƴ ǘƘŀǘ ƛǘǎ ŘƛǊŜŎǘ ƳŀǘŜǊƛŀƭ Ŏƻǎǘ ƛǎ  

12,500 and direct labour cost is  7,500. 

 

twh.[9a ς мо Υ όw¢t a!¸ нмύ 

A manufacturing unit has purchased and installed a new machine at a cost of  24,90,000 to its fleet 

of 5 existing machines. The new machine has an estimated life of 12 years and is expected to realise 

 90,000 as scrap value at the end of its working life. 

Other relevant data are as follows: 

i. Budgeted working hours are 2,496 based on 8 hours per day for 312 days. Plant maintenance 

work is carried out on weekends when production is totally halted. The estimated maintenance 

hours are 416. During the production hours machine set -up and change over works are carried 

out. During the set-up hours no production is done. A total 312 hours are required for machine 

set-ups and change overs. 
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ii. An estimated cost of maintenance of the machine is  2,40,000 p.a. 

iii. The machine requires a component to be replaced every week at a cost of  2,400. 

iv. There are three operators to control the operations of all the 6 machines. Each operator is paid 

 30,000 per month plus 20% fringe benefits. 

v. Electricity: During the production hours including set-up hours, the machine consumes 60 units 

per hour. During the maintenance the machine consumes only 10 units per hour. Rate of 

electricity per unit of consumption is  6. 

vi. Departmental and general works overhead allocated to the operation during last year was  

5,00,000. During the current year it is estimated to increase by 10%. 

Required: 

COMPUTE the machine hour rate. 

 

twh.[9a ς мп Υ όw¢t bh± нлύ 

¸ƻǳ ŀǊŜ ƎƛǾŜƴ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ƻŦ ǘƘŜ ǘƘǊŜŜ ƳŀŎƘƛƴŜǎ ƻŦ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŘŜǇŀǊǘƳŜƴǘ ƻŦ · 

[ǘŘΦΥ 

tŀǊǝŎǳƭŀǊǎ 

tǊŜƭƛƳƛƴŀǊȅ ŜǎǝƳŀǘŜǎ ƻŦ ŜȄǇŜƴǎŜǎ όǇŜǊ ŀƴƴǳƳύ 

¢ƻǘŀƭ ό ύ aŀŎƘƛƴŜǎ 

 ! όύ . όύ / όύ 

5ŜǇǊŜŎƛŀǝƻƴ нΣллΣллл трΣллл трΣллл рлΣллл 

{ǇŀǊŜ ǇŀǊǘǎ мΣллΣллл плΣллл плΣллл нлΣллл 

tƻǿŜǊ пΣллΣллл       

/ƻƴǎǳƳŀōƭŜ ǎǘƻǊŜǎ улΣллл олΣллл нрΣллл нрΣллл 

LƴǎǳǊŀƴŎŜ ƻŦ ƳŀŎƘƛƴŜǊȅ улΣллл       

LƴŘƛǊŜŎǘ ƭŀōƻǳǊ нΣллΣллл       

.ǳƛƭŘƛƴƎ ƳŀƛƴǘŜƴŀƴŎŜ ŜȄǇŜƴǎŜǎ нΣллΣллл       

!ƴƴǳŀƭ ƛƴǘŜǊŜǎǘ ƻƴ ŎŀǇƛǘŀƭ ƻǳǘƭŀȅ мΣллΣллл плΣллл плΣллл нлΣллл 

aƻƴǘƘƭȅ ŎƘŀǊƎŜ ŦƻǊ ǊŜƴǘ ŀƴŘ ǊŀǘŜǎ нлΣллл       

{ŀƭŀǊȅ ƻŦ ŦƻǊŜƳŀƴ όǇŜǊ ƳƻƴǘƘύ пнΣллл       

{ŀƭŀǊȅ ƻŦ !ǧŜƴŘŀƴǘ όǇŜǊ ƳƻƴǘƘύ мнΣллл       

(The foreman and the attendant control all the three machines and spend equal time on them.) 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ŀŘŘƛǝƻƴŀƭ ƛƴŦƻǊƳŀǝƻƴ ƛǎ ŀƭǎƻ ŀǾŀƛƭŀōƭŜΥ 

tŀǊǝŎǳƭŀǊǎ 
aŀŎƘƛƴŜǎ 

! . / 

9ǎǝƳŀǘŜŘ 5ƛǊŜŎǘ [ŀōƻǳǊ IƻǳǊǎ мΣллΣллл мΣрлΣллл мΣрлΣллл 

wŀǝƻ ƻŦ YΦ²Φ wŀǝƴƎ о н о 

CƭƻƻǊ ǎǇŀŎŜ όǎǉΦ ƊΦύ плΣллл плΣллл нлΣллл 
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There are 12 holidays besides Sundays in the year, of which two were on Saturdays. The 

manufacturing department works 8 hours in a day but Saturdays are half days. All machines work at 

90% capacity throughout the year and 2% is reasonable for breakdown. 

You are required to: 

¶ An increase of 15% in the price of spare parts. 

¶ An increase of 25% in the consumption of spare parts for machine 'B' & 'C' only. 

¶ 20% general increase in wages rates. 

 

PROBLEM ς15: (RTP MAY 20) 

ABC Ltd. has three production departments P1, P2 and P3 and two service departments S1 and S2. 

The following data are extracted from the records of the company for the month of January, 2020: 

tŀǊǝŎǳƭŀǊǎ όύ 

wŜƴǘ ŀƴŘ ǊŀǘŜǎ сΣнрΣллл 

DŜƴŜǊŀƭ ƭƛƎƘǝƴƎ тΣрлΣллл 

LƴŘƛǊŜŎǘ ǿŀƎŜǎ мΣутΣрлл 

tƻǿŜǊ нрΣллΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ ƳŀŎƘƛƴŜǊȅ рΣллΣллл 

LƴǎǳǊŀƴŎŜ ƻŦ ƳŀŎƘƛƴŜǊȅ нΣллΣллл 

Other Information: 

tŀǊǝŎǳƭŀǊǎ tм tн tо {м {н 

5ƛǊŜŎǘ ǿŀƎŜǎ ό ύ оΣтрΣллл нΣрлΣллл оΣтрΣллл мΣутΣрлл снΣрлл 

IƻǊǎŜ tƻǿŜǊ ƻŦ aŀŎƘƛƴŜǎ ǳǎŜŘ сл ол рл мл π 

/ƻǎǘ ƻŦ ƳŀŎƘƛƴŜǊȅ ό ύ олΣллΣллл плΣллΣллл рлΣллΣллл нΣрлΣллл нΣрлΣллл 

CƭƻƻǊ ǎǇŀŎŜ ό{ǉΦ Ɗύ нΣллл нΣрлл оΣллл нΣллл рлл 

bǳƳōŜǊ ƻŦ ƭƛƎƘǘ Ǉƻƛƴǘǎ мл мр нл мл р 

tǊƻŘǳŎǝƻƴ ƘƻǳǊǎ ǿƻǊƪŜŘ сΣннр пΣлрл пΣмлл π π 

Expenses of the service departments S1 and S2 are reapportioned as below: 

 tм tн tо {м {н 

{м нл҈ ол҈ пл҈ π мл҈ 

{н пл҈ нл҈ ол҈ мл҈ π 

Required: 

i. COMPUTE overhead absorption rate per production hour for each production department. 

ii. DETERMINE the total cost of product X which is processed for manufacture in department P1, P2 

and P3 for 5 hours, 3 hours and 4 hours respectively, given that its direct material cost is 6,250 

and direct labour cost is 3,750. 

twh.[9a ς мсΥ όw¢t bh± мфύ 
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t[w [ǘŘΦ ƳŀƴǳŦŀŎǘǳǊŜǊǎ ŀ ǎƛƴƎƭŜ ǇǊƻŘǳŎǘ ŀƴŘ ǊŜŎƻǾŜǊǎ ǘƘŜ ƻǾŜǊƘŜŀŘǎ ōȅ ŀŘƻǇǝƴƎ ŀ ǎƛƴƎƭŜ ōƭŀƴƪŜǘ 

ǊŀǘŜ ōŀǎŜŘ ƻƴ ƳŀŎƘƛƴŜ ƘƻǳǊǎΦ ¢ƘŜ ōǳŘƎŜǘŜŘ ǇǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎ ƻŦ ǘƘŜ ŦŀŎǘƻǊȅ ŦƻǊ ǘƘŜ C¸ нлмфπнл 

ŀǊŜ  рлΣплΣллл ŀƴŘ ōǳŘƎŜǘŜŘ ƳŀŎƘƛƴŜ ƘƻǳǊǎ ŀǊŜ сΣлллΦ 

CƻǊ ŀ ǇŜǊƛƻŘ ƻŦ ŬǊǎǘ ǎƛȄ ƳƻƴǘƘǎ ƻŦ ǘƘŜ ŬƴŀƴŎƛŀƭ ȅŜŀǊ нлмф π нлΣ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ǿŜǊŜ ŜȄǘǊŀŎǘŜŘ 

ŦǊƻƳ ǘƘŜ ōƻƻƪǎΥ 

!Ŏǘǳŀƭ ǇǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎ  опΣлуΣллл 

!Ƴƻǳƴǘ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ǇǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎΥ   

tŀƛŘ ŀǎ ǇŜǊ ŎƻǳǊǘϥǎ ƻǊŘŜǊ  пΣрлΣллл 

9ȄǇŜƴǎŜǎ ƻŦ ǇǊŜǾƛƻǳǎ ȅŜŀǊ ōƻƻƪŜŘ ƛƴ ŎǳǊǊŜƴǘ ȅŜŀǊ  мΣллΣллл 

tŀƛŘ ǘƻ ǿƻǊƪŜǊǎ ŦƻǊ ǎǘǊƛƪŜ ǇŜǊƛƻŘ ǳƴŘŜǊ ŀƴ ŀǿŀǊŘ  пΣнлΣллл 

hōǎƻƭŜǘŜ ǎǘƻǊŜǎ ǿǊƛǧŜƴ ƻũ  осΣллл 

Production and sales data of the concern for the first six months are as under: 

tǊƻŘǳŎǝƻƴΥ   

CƛƴƛǎƘŜŘ ƎƻƻŘǎ мΣмлΣллл ǳƴƛǘǎ 

²ƻǊƪǎπƛƴπǇǊƻƎǊŜǎǎ   

όрл҈ ŎƻƳǇƭŜǘŜ ƛƴ ŜǾŜǊȅ ǊŜǎǇŜŎǘύ улΣллл ǳƴƛǘǎ 

{ŀƭŜΥ   

CƛƴƛǎƘŜŘ ƎƻƻŘǎ флΣллл ǳƴƛǘǎ 

The actual machine hours worked during the period were 3,000 hours. It is revealed from the analysis 

of information that 40% of the over/under-absorption was due to defective production policies and 

the balance was attributable to increase in costs. 

You are required: 

i. To determine the amount of over/ under absorption of production overheads for the period, 

ii. To show the accounting treatment of over/ under-absorption of production overheads, and 

iii. To apportion the over/ under-absorbed overheads over the items. 

 

twh.[9a ς мтΥ όw¢t a!¸ мфύ 

The Union Ltd. has the following account balances and distribution of direct charges on 31st March,  

2019. 

tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ 
tǊƻŘǳŎǝƻƴ 5ŜǇǘǎΦ {ŜǊǾƛŎŜ 5ŜǇǘǎΦ 

aŀŎƘƛƴŜ {ƘƻǇ tŀŎƪƛƴƎ DŜƴŜǊŀƭ tƭŀƴǘ {ǘƻǊŜǎ 

!ƭƭƻŎŀǘŜŘ hǾŜǊƘŜŀŘǎΥ ό ύ ό ύ ό ύ ό ύ ό ύ 

LƴŘƛǊŜŎǘ ƭŀōƻǳǊ нфΣллл уΣллл сΣллл пΣллл ммΣллл 

aŀƛƴǘŜƴŀƴŎŜ aŀǘŜǊƛŀƭ фΣфлл оΣплл мΣслл нΣмлл нΣулл 

aƛǎŎΦ ǎǳǇǇƭƛŜǎ рΣфлл мΣрлл нΣфлл флл слл 

{ǳǇŜǊǾƛǎƻǊϥǎ ǎŀƭŀǊȅ мсΣллл ππ ππ мсΣллл ππ 
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/ƻǎǘ ϧ ǇŀȅǊƻƭƭ ǎŀƭŀǊȅ улΣллл ππ ππ улΣллл ππ 

Overheads to be apportioned: 

tƻǿŜǊ туΣллл 

wŜƴǘ тнΣллл 

CǳŜƭ ŀƴŘ IŜŀǘ слΣллл 

LƴǎǳǊŀƴŎŜ мнΣллл 

¢ŀȄŜǎ уΣплл 

5ŜǇǊŜŎƛŀǝƻƴ мΣнлΣллл 

The following data were compiled by means of the factory survey made in the previous year: 

 
CƭƻƻǊ {ǇŀŎŜ 

wŀŘƛŀǘƻǊ 

{ŜŎǝƻƴ 

bƻΦ ƻŦ 

ŜƳǇƭƻȅŜŜǎ 
LƴǾŜǎǘƳŜƴǘ IΦtΦ ƘƻǳǊǎ 

aŀŎƘƛƴŜ {ƘƻǇ нΣллл {ǉΦ ƊΦ пр нл уΣллΣллл оΣрлл 

tŀŎƪƛƴƎ улл {ǉΦ ƊΦ фл мн нΣплΣллл рлл 

DŜƴŜǊŀƭ tƭŀƴǘ плл {ǉΦ ƊΦ ол п улΣллл π 

{ǘƻǊŜǎ ϧ ƳŀƛƴǘŜƴŀƴŎŜ мΣслл {ǉΦ ƊΦ сл у мΣслΣллл мΣллл 

Expenses charged to the stores departments are to be distributed to the other departments by the 

following percentages: 

Machine shop 50%; Packing 20%; General Plant 30%; 

A General Plant overhead is distributed on the basis of number of employees. 

i. PREPARE an overhead distribution statement with supporting schedules to show computations 

and basis of distribution. 

ii. DETERMINE the service department distribution by simultaneous equation method. 
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όƛύ /ŀƭŎǳƭŀǝƻƴ ƻŦ hǾŜǊƘŜŀŘ ǊŀǘŜ ǇŜǊ ƘƻǳǊ 

hoursTotal

OverheadsTotal
  

500,22

000,75,33
 Ґ  мрл ǇŜǊ ƘƻǳǊ 

όƛƛύ {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ƻǾŜǊƘŜŀŘ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ŀǎ ǇŜǊ !ŎǝǾƛǘȅ .ŀǎŜŘ /ƻǎǝƴƎ 

   Product 

Overheads Cost Driver Total A B C 

      

Rent & Taxes Floor space 

(50:45:62) 

8,63,500 2,75,000 2,47,500 3,41,000 

Electricity Power Consumption 

(32:28:40) 

10,66,475 3,41,272 2,98,613 4,26,590 

Indirect labour Labour hours 

(75:72:78) 

13,16,250 4,38,750 4,21,200 4,56,300 

Repair & 

Maintenance 

Machine hours 

(600:450:465) 

1,28,775 51,000 38,250 39,525 

Total Cost  33,75,000 11,06,022 10,05,563 12,63,415 

Units   50,000 45,000 62,000 

Cost per Unit   22.12 22.35 20.38 

 

нΦ 

²ƻǊƪƛƴƎ ƴƻǘŜǎΥ 

ƛΦ Total machine hours use 3,500 

όрлл Ҍ мΣллл Ҍ плл Ҍ плл Ҍ мΣнллύ 

ƛƛΦ Total machine hours without the use of robot 1,500 (500 + 1,000) 

ƛƛƛΦ Total machine hours with the use of robot 2,000 (400 + 400 + 1,200) 

ƛǾΦ Total overheads of the machine per month 

wŜƴǘ ό  муΣллл ҏ о ƳƻƴǘƘǎύ сΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ώό  мфΣнлΣллл Ȅ мл҈ύ ҏ мн ƳƻƴǘƘǎϐ мсΣллл 

LƴŘƛǊŜŎǘ ŜȄǇŜƴǎŜǎ ώό  мнΣллΣллл Ȅ нл҈ύ ҏ мн ƳƻƴǘƘǎϐ нлΣллл 

¢ƻǘŀƭ пнΣллл 

ǾΦ Robot hire charges for a month  45,000 ό  нΣтлΣллл ҏ с ƳƻƴǘƘǎύ 

ǾƛΦ Overheads for using machines without robot 

42000 ÷ 3500 Hrs * 1500 Hrs   18000 
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ǾƛƛΦ Overheads for using machines with robot 

42000 ÷ 3500 * 2000 Hrs + 45000   69000 

(i) Computation of Machine hour rate for the firm as a whole for a month. 

(A) When the robot was used: 
hours000,2

69,000 Rs.
 Ґ  опΦрл ǇŜǊ ƘƻǳǊ 

(B) When the robot was not used: 
hours500,1

18,000 Rs.
 = 12 Per Hour  

(ii) Computation of Machine hour rate for the individual job 

 Rate per 

hour 

Job 

Vulcanising Brushing Striping 

ό ύ Hrs. ό ύ Hrs. ό ύ Hrs. ό ύ 

Overheads        

Without robot 12.00 500 6,000 1,000 12,000 - - 

With robot 34.50 400 13,800 400 13,800 1,200 41,400 

Total  900 19,800 1,400 25,800 1,200 41,400 

Machine hour rate   22  18.43  34.50 

 

оΦ 

(a) (i) Computation of percentage recovery rates of factory overheads and administrative 

overheads. 

[Ŝǘ ǘƘŜ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ǊŜŎƻǾŜǊȅ ǊŀǘŜ ŀǎ ǇŜǊŎŜƴǘŀƎŜ ƻŦ ŘƛǊŜŎǘ ǿŀƎŜǎ ōŜ C ŀƴŘ ŀŘƳƛƴƛǎǘǊŀǝǾŜ 

ƻǾŜǊƘŜŀŘǎ ǊŜŎƻǾŜǊȅ ǊŀǘŜ ŀǎ ǇŜǊŎŜƴǘŀƎŜ ƻŦ ŦŀŎǘƻǊȅ Ŏƻǎǘ ōŜ !Φ 

CŀŎǘƻǊȅ /ƻǎǘ ƻŦ WƻōǎΥ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ Ҍ 5ƛǊŜŎǘ ǿŀƎŜǎ Ҍ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ  

CƻǊ Wƻō м Ґ  мΣлуΣллл Ҍ  упΣллл Ҍ  упΣлллC 

CƻǊ Wƻō н Ґ  трΣллл Ҍ  слΣллл Ҍ  слΣлллC 

¢ƻǘŀƭ /ƻǎǘ ƻŦ WƻōǎΥ 

CŀŎǘƻǊȅ Ŏƻǎǘ Ҍ !ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘ 

CƻǊ Wƻō м Ґ όмΣфнΣллл Ҍ упΣлллCύ Ҍ όмΣфнΣллл Ҍ упΣлллCύ ! Ґ нΣфтΣсллϝ 

CƻǊ Wƻōπн Ґ όмΣорΣллл Ҍ слΣлллCύ Ҍ όмΣорΣлллҌ слΣлллCύ ! Ґ нΣмлΣлллϝϝ 

¢ƘŜ ǾŀƭǳŜ ƻŦ C ϧ ! Ŏŀƴ ōŜ ŦƻǳƴŘ ǳǎƛƴƎ ŦƻƭƭƻǿƛƴƎ Ŝǉǳŀǝƻƴǎ 

мΣфнΣллл Ҍ упΣлллC Ҍ мΣфнΣллл! Ҍ упΣллл!C Ґ нΣфтΣслл ΧΧΧΧŜǉƴ όƛύ 

мΣорΣллл Ҍ слΣлллC Ҍ мΣорΣллл! Ҍ слΣллл!C Ґ нΣмлΣллл ΧΦΦΧΧŜǉƴ όƛƛύ 

aǳƭǝǇƭȅ Ŝǉǳŀǝƻƴ όƛύ ōȅ р ŀƴŘ Ŝǉǳŀǝƻƴ όƛƛύ ōȅ т 

фΣслΣллл Ҍ пΣнлΣлллC Ҍ фΣслΣллл! Ҍ пΣнлΣллл!C Ґ мпΣууΣллл ΦΦΦŜǉƴ όƛƛƛύ 

фΣпрΣллл Ҍ пΣнлΣлллC Ҍ фΣпрΣллл! Ҍ пΣнлΣллл!C Ґ мпΣтлΣллл ΦΦΦŜǉƴ όƛǾύ 

π π π π π 
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мрΣллл Ҍ мрΣллл!     Ґ муΣллл 

мрΣллл ! Ґ муΣллл ς мрΣллл 

! Ґ лΦнл 

bƻǿ ǇǳǩƴƎ ǘƘŜ ǾŀƭǳŜ ƻŦ ! ƛƴ Ŝǉǳŀǝƻƴ όƛύ ǘƻ ŬƴŘ ǘƘŜ ǾŀƭǳŜ ƻŦ C 

мΣфнΣллл Ҍ упΣлллC Ҍ όмΣфнΣллл Ҏ лΦнлύ Ҍ όупΣллл C Ҏ лΦнлύҐ нΣфтΣслл 

hǊ 

мΣфнΣллл Ҍ упΣлллCҌоуΣпллҌмсΣулл C Ґ нΣфтΣслл 

мΣллΣулл C Ґ стΣнлл 

C Ґ лΦсст 

hƴ ǎƻƭǾƛƴƎ ǘƘŜ ŀōƻǾŜ ǊŜƭŀǝƻƴǎΥ C Ґ лΦсст ŀƴŘ ! Ґ лΦнл 

IŜƴŎŜΣ ǇŜǊŎŜƴǘŀƎŜ ǊŜŎƻǾŜǊȅ ǊŀǘŜǎ ƻŦΥ 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ Ґ ссΦт҈ ƻǊ нκоǊŘ ƻŦ ǿŀƎŜǎ ŀƴŘ 

!ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎ Ґ нл҈ ƻŦ ŦŀŎǘƻǊȅ ŎƻǎǘΦ 

²ƻǊƪƛƴƎ ƴƻǘŜΥ 

¢ƻǘŀƭ /ƻǎǘ Ґ
profit)of  Percentage  (100%

price Selling

+
 

ϝCƻǊ Wƻō м Ґ 600,97,2.Rs
12%)  (100%

2Rs.3,33,31
=

+
 

ϝϝCƻǊ Wƻō н Ґ 000,10,2.Rs
20%)  (100%

0Rs.2,52,00
=

+
 

(ii) Statement of jobs, showing amount of factory overheads, administrative overheads and 

profit: 

 Job 1 Job 2 

ό ύ ό ύ 

Direct materials 1,08,000 75,000 

Direct wages 84,000 60,000 

Prime cost 1,92,000 1,35,000 

Factory overheads   

2/3rd of direct wages 56,000 40,000 

Factory cost 2,48,000 1,75,000 

Administrative overheads   

20% of factory cost 49,600 35,000 

Total cost 2,97,600 2,10,000 

Profit (12% & 20% respectively) 35,712 42,000 

Selling price 3,33,312 2,52,000 

(iii) Selling price of Job 3 
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 ό ύ 

Direct materials 68,750 

Direct wages 22,500 

Prime cost 91,250 

Factory overheads (2/3rd of Direct Wages) 15,000 

Factory cost 1,06,250 

Administrative overheads (20% of factory cost) 21,250 

Total cost 1,27,500 

Profit margin (balancing figure) 22,500 

Selling price Total cost ÷ 85 % 1,50,000 

пΦ 

όŀύ (i) Amount of under-absorption of overheads during the year 2020-21 

 ό ύ 

Total production overheads actually incurred during the year 2020-21 35,50,000 

Less: Wages paid during strike period 2,00,000  

Wages of previous year booked in current year  1,00,000 3,00,000 

Net production overheads actually incurred: (A)  32,50,000 

Production overheads absorbed by 1.50 lakh man-Řŀȅǎ Ϫ  нл ǇŜǊ 

man-day: (B) 

30,00,000 

Amount of under-absorption of production overheads: [(A)ς(B)] 2,50,000 

όƛƛύ !ŎŎƻǳƴǝƴƎ ǘǊŜŀǘƳŜƴǘ ƻŦ ǳƴŘŜǊ ŀōǎƻǊǇǝƻƴ ƻŦ ǇǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎΥ Lǘ ƛǎ ƎƛǾŜƴ ƛƴ ǘƘŜ 

ǎǘŀǘŜƳŜƴǘ ƻŦ ǘƘŜ ǉǳŜǎǝƻƴ ǘƘŀǘ снΣллл ǳƴƛǘǎ όрлΣллл ǎƻƭŘ Ҍ мнΣллл ŎƭƻǎƛƴƎ ǎǘƻŎƪ ς л 

ƻǇŜƴƛƴƎ ǎǘƻŎƪύ ǿŜǊŜ ŎƻƳǇƭŜǘŜƭȅ ŬƴƛǎƘŜŘ ŀƴŘ нлΣллл ǳƴƛǘǎ ǿŜǊŜ ср҈ ŎƻƳǇƭŜǘŜΣ пл҈ ƻŦ 

ǘƘŜ ǳƴŘŜǊπŀōǎƻǊōŜŘ ƻǾŜǊƘŜŀŘǎ ǿŜǊŜ ŘǳŜ ǘƻ ŦŀŎǘƻǊȅ ƛƴŜŶŎƛŜƴŎȅ ŀƴŘ ǘƘŜ ǊŜǎǘ ǿŜǊŜ 

ŀǧǊƛōǳǘŀōƭŜ ǘƻ ƛƴŎǊŜŀǎŜ ƛƴ Ŏƻǎǘ ƻŦ ƛƴŘƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ ŀƴŘ ƛƴŘƛǊŜŎǘ ƭŀōƻǳǊΦҏ  

 ό ύ 

1. όпл҈ ƻŦ нΣрлΣлллύ ƛΦŜΦ  мΣллΣллл ƻŦ ǳƴŘŜǊ ς absorbed overheads 

were due to factory inefficiency. This being abnormal, should be 

debited to the Costing Profit and Loss A/c 

1,00,000 

2. .ŀƭŀƴŎŜ όсл҈ ƻŦ  нΣрлΣлллύ ƛΦŜΦ  мΣрлΣллл ƻŦ ǳƴŘŜǊ ς absorbed 

overheads should be distributed over work-in- progress, finished 

goods and cost of sales by using supplementary rate 

1,50,000 

Total under-absorbed overheads 2,50,000 

!ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ ǳƴŀōǎƻǊōŜŘ ƻǾŜǊƘŜŀŘǎ ƻŦ мΣрлΣллл ƻǾŜǊ ǿƻǊƪπƛƴπǇǊƻƎǊŜǎǎΣ ŬƴƛǎƘŜŘ 

ƎƻƻŘǎ ŀƴŘ Ŏƻǎǘ ƻŦ ǎŀƭŜǎΦ 

 Equivalent ό ύ 
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Completed units 

Work-in-ǇǊƻƎǊŜǎǎ όмоΣллл ǳƴƛǘǎ Ҏ  нύ όwŜŦŜǊ 

to Working Note) 

20000 * 65% = 13,000 26,000 

CƛƴƛǎƘŜŘ ƎƻƻŘǎ όмнΣллл ǳƴƛǘǎ Ҏ  нύ 12,000 24,000 

/ƻǎǘ ƻŦ ǎŀƭŜǎ όрлΣллл ǳƴƛǘǎ Ҏ  нύ 50,000 1,00,000 

 75,000 1,50,000 

 

Work-in-progress control A/c Dr.  26,000 

Finished goods control A/c Dr.  24,000 

Cost of Sales A/c Dr.  1,00,000 

Costing Profit & Loss A/c Dr.  1,00,000 

     To Overhead control A/c  2,50,000 

Working Note: 

Supplementary rate = 150000 ÷ 75000 units = 2 Per unit  

 

рΦ 

ƛύ {ŎƘŜŘǳƭŜ {ƘƻǿƛƴƎ ǘƘŜ 5ƛǎǘǊƛōǳǝƻƴ ƻŦ 9ȄǇŜƴǎŜǎ ƻŦ {ŜǊǾƛŎŜ 5ŜǇŀǊǘƳŜƴǘǎ ǳǎƛƴƎ {ǘŜǇ ƭŀŘŘŜǊ 

ƳŜǘƘƻŘΦ 

  aŀƛƴ 5ŜǇŀǊǘƳŜƴǘ {ŜǊǾƛŎŜ 5ŜǇŀǊǘƳŜƴǘ 

 
tǳǊŎƘŀǎŜ 

ό ύ 

tŀŎƪƛƴƎ 

ό ύ 

5ƛǎǘǊƛōǳǝƻƴ 

ό ύ 

aŀƛƴǘŜƴŀƴŎŜ 

ό ύ 

tŜǊǎƻƴƴŜƭ 

ό ύ 

9ȄǇŜƴǎŜǎ рΣллΣллл уΣллΣллл оΣрлΣллл сΣплΣллл оΣнлΣллл 

5ƛǎǘǊƛōǳǝƻƴ ƻŦ 

aŀƛƴǘŜƴŀƴŎŜ 

5ŜǇŀǊǘƳŜƴǘ όмнΥмрΥтΥ π

Υсύ 

мΣфнΣллл нΣплΣллл мΣмнΣллл πсΣплΣллл фсΣллл 

5ƛǎǘǊƛōǳǝƻƴ ƻŦ 

tŜǊǎƻƴƴŜƭ 5ŜǇŀǊǘƳŜƴǘ 

όуллΥмтллΥтллύ 

мΣлпΣллл нΣнмΣллл фмΣллл π πпΣмсΣллл 

¢ƻǘŀƭ тΣфсΣллл мнΣсмΣллл рΣроΣллл π π 

ii) Calculation of Expenses rate per hour of Main Department 

  tǳǊŎƘŀǎŜ tŀŎƪƛƴƎ 5ƛǎǘǊƛōǳǝƻƴ 

¢ƻǘŀƭ ŀǇǇƻǊǝƻƴŜŘ ŜȄǇŜƴǎŜǎ ό ύ тΣфсΣллл мнΣсмΣллл рΣроΣллл 

¢ƻǘŀƭ IƻǳǊǎ ǿƻǊƪŜŘ 
пΣоул уΣтсл нΣфнл 

όмн Ȅ осрύ όнп Ȅ осрύ όу Ȅ осрύ 

9ȄǇŜƴǎŜǎ ǊŀǘŜ ǇŜǊ ƘƻǳǊ ό ύ мумΦтп мпоΦфр муфΦоу 
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²ƻǊƪƛƴƎǎΥ 

tŀǊǝŎǳƭŀǊǎ {ƛȄ ƳƻƴǘƘǎ с ƻǇŜǊŀǘƻǊǎ 

όIƻǳǊǎύ 

bƻǊƳŀƭ ŀǾŀƛƭŀōƭŜ ƘƻǳǊǎ ǇŜǊ ƳƻƴǘƘ όнлу Ȅ с ƳƻƴǘƘǎ Ȅ с 

ƻǇŜǊŀǘƻǊǎύ тΣпуу 

[ŜǎǎΥ !ōǎŜƴǘŜŜƛǎƳ ƘƻǳǊǎ όму Ȅ с ƻǇŜǊŀǘƻǊǎύ όмлуύ 

  

tŀƛŘ ƘƻǳǊǎ ό!ύ тΣоул 

[ŜǎǎΥ [ŜŀǾŜ ƘƻǳǊǎ όнл Ȅ с ƻǇŜǊŀǘƻǊǎύ όмнлύ 

[ŜǎǎΥ bƻǊƳŀƭ ƛŘƭŜ ǝƳŜ όмл Ȅ с ƻǇŜǊŀǘƻǊǎύ όслύ 

9ũŜŎǝǾŜ ǿƻǊƪƛƴƎ ƘƻǳǊǎ тΣнлл 

/ƻƳǇǳǘŀǝƻƴ ƻŦ /ƻƳǇǊŜƘŜƴǎƛǾŜ aŀŎƘƛƴŜ IƻǳǊ wŀǘŜ  

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ŦƻǊ ǎƛȄ ƳƻƴǘƘǎ όύ 

hǇŜǊŀǘƻǊǎϥ ǿŀƎŜǎ όтΣоулκу Ȅмллύ фнΣнрл 

tǊƻŘǳŎǝƻƴ ōƻƴǳǎ όмл҈ ƻƴ ǿŀƎŜǎύ фΣннр 

tƻǿŜǊ ŎƻƴǎǳƳŜŘ плΣнрл 

{ǳǇŜǊǾƛǎƛƻƴ ŀƴŘ ƛƴŘƛǊŜŎǘ ƭŀōƻǳǊ мсΣрлл 

[ƛƎƘǝƴƎ ŀƴŘ 9ƭŜŎǘǊƛŎƛǘȅ сΣллл 

wŜǇŀƛǊ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ ϑόр҈ Ҏ  онΣллΣлллύκнϒ улΣллл 

LƴǎǳǊŀƴŎŜ ό  оΣслΣлллκнύ мΣулΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ϑό  онΣллΣллл Ҏ мл҈ύκнϒ мΣслΣллл 

{ǳƴŘǊȅ ²ƻǊƪ ŜȄǇŜƴǎŜǎ ό  рлΣлллκнύ нрΣллл 

aŀƴŀƎŜƳŜƴǘ ŜȄǇŜƴǎŜǎ ό  рΣллΣлллκнύ нΣрлΣллл 

¢ƻǘŀƭ hǾŜǊƘŜŀŘǎ ŦƻǊ с ƳƻƴǘƘǎ уΣрфΣннр 

/ƻƳǇǊŜƘŜƴǎƛǾŜ aŀŎƘƛƴŜ IƻǳǊ wŀǘŜ Ґ  уΣрфΣннрκтΣнлл ƘƻǳǊǎ  ммфΦоо 

 

тΦ 

όƛύ {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ŘƛǎǘǊƛōǳǝƻƴ ƻŦ hǾŜǊƘŜŀŘǎ  

tǊƛƳŀǊȅ 5ƛǎǘǊƛōǳǝƻƴ 

LǘŜƳ ƻŦ Ŏƻǎǘ 
.ŀǎƛǎ ƻŦ 

ŀǇǇƻǊǝƻƴƳŜƴǘ 
¢ƻǘŀƭ 

t 

όύ 

v  

όύ 

w  

όύ 

·  

όύ 

 ̧

όύ 

5ƛǊŜŎǘ ǿŀƎŜǎ !Ŏǘǳŀƭ нΣулл ππ ππ ππ нΣллл улл 

wŜƴǘ ŀƴŘ wŀǘŜǎ 

CƭƻƻǊ ŀǊŜŀ 

όпΥрΥтΥнΥнύ млΣллл нΣллл нΣрлл оΣрлл мΣллл мΣллл 
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DŜƴŜǊŀƭ ƭƛƎƘǝƴƎ 

[ƛƎƘǘ Ǉƻƛƴǘǎ 

όпΥнΥоΥмΥнύ слл нлл млл мрл рл млл 

LƴŘƛǊŜŎǘ ǿŀƎŜǎ 5ƛǊŜŎǘ ǿŀƎŜǎ 

όрлΥмрΥпрΥнлΥуύ оΣпрл мΣнрл отр мΣмнр рлл нлл 

tƻǿŜǊ IƻǊǎŜ tƻǿŜǊ ƻŦ 

ƳŀŎƘƛƴŜǎ ǳǎŜŘ 

όмлΥуΥмлΥнΥрύ оΣрлл мΣллл улл мΣллл нлл рлл 

5ŜǇǊŜŎƛŀǝƻƴ ƻŦ 

ƳŀŎƘƛƴŜǊȅ 

±ŀƭǳŜ ƻŦ ƳŀŎƘƛƴŜǊȅ 

όмлΥуΥмлΥнΥрύ тлΣллл нлΣллл мсΣллл нлΣллл пΣллл млΣллл 

{ǳƴŘǊƛŜǎ 5ƛǊŜŎǘ ǿŀƎŜǎ 

όрлΥмрΥпрΥнлΥуύ моΣулл рΣллл мΣрлл пΣрлл нΣллл улл 

¢ƻǘŀƭ  мΣлпΣмрл нфΣпрл нмΣнтр олΣнтр фΣтрл моΣплл 

{ŜŎƻƴŘŀǊȅ 5ƛǎǘǊƛōǳǝƻƴ ǳǎƛƴƎ ǎƛƳǳƭǘŀƴŜƻǳǎ Ŝǉǳŀǝƻƴ ƳŜǘƘƻŘΥ  

hǾŜǊƘŜŀŘǎ ƻŦ ǎŜǊǾƛŎŜ Ŏƻǎǘ ŎŜƴǘǊŜǎ 

[ŜǘΣ · ōŜ ǘƘŜ ƻǾŜǊƘŜŀŘ ƻŦ ǎŜǊǾƛŎŜ Ŏƻǎǘ ŎŜƴǘǊŜ ·  

¸ ōŜ ǘƘŜ ƻǾŜǊƘŜŀŘ ƻŦ ǎŜǊǾƛŎŜ Ŏƻǎǘ ŎŜƴǘǊŜ ¸ 

X = 9,750 + 0.10 Y  

Y = 13,400 + 0.10 X  

Substituting the value of Y in X we get X = 9,750 + 0.10 (13,400 + 0.10 X) 

X = 9,750 + 1,340 + 0.01 X  

0.99 X = 11,090  

¢ƘŜǊŜŦƻǊŜ · Ґ  ммΣнлн 

Therefore Y = 13,400 + 0.10 ммΣнлн Ґ  мпΣрнлΦнл 

Secondary Distribution Summary 

tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ όύ t όύ v όύ w όύ 

!ƭƭƻŎŀǘŜŘ ŀƴŘ !ǇǇƻǊǝƻƴŜŘ ƻǾŜǊπƘŜŀŘǎ ŀǎ 

ǇŜǊ ǇǊƛƳŀǊȅ ŘƛǎǘǊƛōǳǝƻƴ   нфпрл нмнтр олнтр 

· ммнлн рлпм мсул оосм 

 ̧ мпрнл рлун осол порс 

¢ƻǘŀƭ   офрто нсрур отффн 

όƛƛύ /ŀƭŎǳƭŀǝƻƴ ƻŦ hǾŜǊƘŜŀŘ ǊŜŎƻǾŜǊȅ ǊŀǘŜ ǇŜǊ ƘƻǳǊ 

tŀǊǝŎǳƭŀǊǎ t όύ v όύ w όύ 

¢ƻǘŀƭ ƻǾŜǊƘŜŀŘǎ Ŏƻǎǘ офΣртнΦфт нсΣрурΦор отΣффмΦсс 

²ƻǊƪƛƴƎ ƘƻǳǊǎ моΣмфм тΣрфу мпΣффр 

wŀǘŜ ǇŜǊ ƘƻǳǊ ό ύ о оΦр нΦро 
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όƛƛƛύ /ƻǎǘ ƻŦ tǊƻŘǳŎǘ ! 

tŀǊǝŎǳƭŀǊǎ όύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ ср 

5ƛǊŜŎǘ ƭŀōƻǳǊ пл 

tǊƛƳŜ Ŏƻǎǘ млр 

tǊƻŘǳŎǝƻƴ ƻƴ ƻǾŜǊƘŜŀŘǎ л 

 

tŀǊǝŎǳƭŀǊǎ   ό ύ   

t с ƘƻǳǊǎ Ȅ о  му 

плΦрс v р ƘƻǳǊǎ Ȅ оΦрл  мтΦрл 

w н ƘƻǳǊǎ Ȅ нΦро   рΦлс 

¢ƻǘŀƭ Ŏƻǎǘ   мпрΦрс 

Note: Secondary Distribution can also be done using repeated distribution Method 

 

8. 

мΦ hǾŜǊƘŜŀŘǎ ŘƛǎǘǊƛōǳǝƻƴ {ƘŜŜǘ 

LǘŜƳ .ŀǎƛǎ ¢ƻǘŀƭ !Ƴƻǳƴǘ 

ό ύ 

tǊƻŘǳŎǝƻƴ 

5ŜǇŀǊǘƳŜƴǘǎ 

{ŜǊǾƛŎŜ 

5ŜǇŀǊǘƳŜƴǘǎ 

! όύ . όύ · όύ ¸ όύ 

±ŀǊƛŀōƭŜ ƻǾŜǊƘŜŀŘǎ 

ό  мнΦсл ƭŀƪƘǎ π  

пΦнл ƭŀƪƘǎύ 

IƻǊǎŜ 

tƻǿŜǊ 

ƘƻǳǊǎ ǳǎŜŘ 

уΣплΣллл нΣплΣллл оΣллΣллл мΣулΣллл мΣнлΣллл 

CƛȄŜŘ hǾŜǊƘŜŀŘǎ IƻǊǎŜ 

ǇƻǿŜǊ ŦƻǊ 

/ŀǇŀŎƛǘȅ 

ǇǊƻŘǳŎǝƻƴ 

пΣнлΣллл мΣнлΣллл мΣрлΣллл флΣллл слΣллл 

¢ƻǘŀƭ hǾŜǊƘŜŀŘǎ   мнΣслΣллл оΣслΣллл пΣрлΣллл нΣтлΣллл мΣулΣллл 

{ŜǊǾƛŎŜ ŘŜǇǘ · 

ŀƭƭƻŎŀǘŜŘ ǘƻ !Σ . ϧ ¸ 

!ǎ ǇŜǊ ǘƘŜ 

Ǌŀǝƻ ƎƛǾŜƴ 

сΥпΥн 

όнΣтлΣлллύ мΣорΣллл флΣллл   прΣллл 

{ŜǊǾƛŎŜ ŘŜǇǘ ¸ 

ŀƭƭƻŎŀǘŜŘ ǘƻ ! ϧ . 

!ǎ ǇŜǊ ǘƘŜ 

Ǌŀǝƻ ƻŦ пΥм 

όмΣулΣлллҌпрллл 

Ґ нΣнрΣлллύ 

мΣулΣллл прΣллл     

¢ƻǘŀƭ hǾŜǊƘŜŀŘǎ ƻŦ 

tǊƻŘǳŎǝƻƴ 

ŘŜǇŀǊǘƳŜƴǘǎ 

    сΣтрΣллл рΣурΣллл     
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2. Calculation of Factory overhead per labour hour 

LǘŜƳ 
tǊƻŘǳŎǝƻƴ 5ŜǇŀǊǘƳŜƴǘǎ 

! όύ . όύ 

¢ƻǘŀƭ ƻǾŜǊƘŜŀŘǎ сΣтрΣллл рΣ урΣллл 

5ƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊǎ стΣрлл пуΣтрл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ ǇŜǊ ƘƻǳǊ мл мн 

 

9. 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

(i) Total Productive hours = Estimated Working hours ς Machine Maintenance hours = 2,200 hours 

ς 200 hours = 2,000 hours 

(ii) Depreciation per annum = 1000000 ς 10000 ÷ 10 years = 99000 

(iii) Chemical ǎƻƭǳǘƛƻƴ Ŏƻǎǘ ǇŜǊ ŀƴƴǳƳ Ґ  нΣллл Ҏ рл ǿŜŜƪǎ Ґ  мΣллΣллл 

(iv) Wages of attendants (p.a) = 9000 * 50 weeks ÷ 6 weeks = 75000 

/ŀƭŎǳƭŀǝƻƴ ƻŦ aŀŎƘƛƴŜ ƘƻǳǊ ǊŀǘŜ 

Particulars Amount (per 

annum) 

Amount (per 

hour) 

A. Standing Charge   

(i) Wages of attendants 75,000  

(ii) Departmental and general works overheads 20,000 

Total Standing Charge 95,000  

Standing Charges per hour  47.50 

B. Machine Expense   

(iii) Depreciation 99,000 49.50 

(iv) Electricity 

(7 × 1,900 × 16 units) ÷ 2,000 

- 106.40 

(v) Chemical solution 1,00,000 50.00 

(vi) Maintenance cost 1,20,000 60.00 

Machine operating cost per hour (A + B)  313.40 

 

млΦ 

ƛύ hǾŜǊƘŜŀŘ 5ƛǎǘǊƛōǳǝƻƴ {ǳƳƳŀǊȅ 

 Basis ¢ƻǘŀƭ ό ύ ! ό ύ . ό ύ / ό ύ · ό ύ ¸ ό ύ 

Direct materials Direct ς ς ς ς 3,20,000 1,60,000 

Direct wages Direct ς ς ς ς 1,60,000 3,20,000 

Factory rent (2:1:2:1:2) Area 6,40,000 1,60,000 80,000 1,60,000 80,000 1,60,000 
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Power (10:16:16:3:5)* H.P. × 

Machine 

Hrs. 

4,00,000 80,000 1,28,000 1,28,000 24,000 40,000 

Depreciation (2:4:2:1:1) Capital 

value of 

assets 

1,60,000 32,000 64,000 32,000 16,000 16,000 

Other overheads 

(1:2:4:1:1) 

Machine 

hrs. 

14,40,000 1,60,000 3,20,000 6,40,000 1,60,000 1,60,000 

Total  26,40,000 4,32,000 5,92,000 9,60,000 7,60,000 8,56,000 

*{(1600×80) : (3200×64) : (6400×32) : (1600×24) : (1600×40)} 

(1,28,000 : 2,04,800 : 2,04,800 : 38,400 : 64,000) 

(10:16:16:3:5) 

(ii) wŜŘƛǎǘǊƛōǳǘƛƻƴ ƻŦ ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘΩǎ ŜȄǇŜƴǎŜ ǳǎƛƴƎ ǊŜǇŜŀǘŜŘ ŘƛǎǘǊƛōǳǘƛƻƴ 

aŜǘƘƻŘΥ 

 ! ό ύ . ό ύ / ό ύ · ό ύ ¸ ό ύ 

Total overheads 4,32,000 5,92,000 9,60,000 7,60,000 8,56,000 

Dept. X overhead apportioned in 

the ratio (72:24:48: τ:16) 

3,42,000 1,14,000 2,28,000 -7,60,000 76,000 

Dept. Y overhead apportioned in 

the ratio (96:56: τ:8: τ) 

5,59,200 3,26,200 - 46,600 -9,32,000 

Dept. X overhead apportioned in 

the ratio (72:24:48: τ:16) 

20,970 6,990 13,980 -46,600 4,660 

Dept. Y overhead apportioned in 

the ratio (96:56: τ:8: τ) 

2,796 1,631 - 233 -4,660 

Dept. X overhead apportioned in 

the ratio (72:24:48: τ:16) 

105 35 70 -233 23 

Dept. Y overhead apportioned in 

the ratio 

(96:56: τ:8: τ) 

15 8 - - -23 

 13,57,086 10,40,864 12,02,050 - - 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ƳŀŎƘƛƴŜ ƘƻǳǊ ǊŀǘŜ 

  A B C 

A ¢ƻǘŀƭ ƻǾŜǊƘŜŀŘǎ ό ύ 13,57,086 10,40,864 12,02,050 

B Machine hours 1,600 3,200 6,400 

C aŀŎƘƛƴŜ ƘƻǳǊ ǊŀǘŜ ό ύ ώ! ҏ .ϐ 848.18 325.27 187.82 
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11. 

όƛύ /ƻƳǇǳǘŀǝƻƴ ƻŦ ǇǊƻŘǳŎǝƻƴ ŀƴŘ ǎŀƭŜǎ ǉǳŀƴǝǝŜǎΥ 

The products processing times are as under ς 

Product A B Total 

Department Pie 4 hours 1 hour 90,000 hours 

Department Qui 1 hour 4 hours 90,000 hours 

Let X and Y be the number of units (production quantities) of the two products. Converting these 

into equations, we have ς 

4X + Y = 90,000  

X + 4Y = 90,000 

{ƻƭǾƛƴƎ ǘƘŜ ŀōƻǾŜΣ ǿŜ ƎŜǘ · Ґ муΣлллΤ ¸ Ґ муΣллл 

Hence, the Production and Sales Quantities are determined as under ς 

Product Production Quantity Closing Stock (Given) Sales Quantity 

(Balancing Figure) 

A 18,000 units 1,800 units 16,200 units 

B 18,000 units 5,400 units 12,600 units 

9ũŜŎǘ ƻŦ ǳǎƛƴƎ ǇǊŜπŘŜǘŜǊƳƛƴŜŘ ǊŀǘŜ ƻŦ ƻǾŜǊƘŜŀŘǎ ƻƴ ǘƘŜ ŎƻƳǇŀƴȅϥǎ ǇǊƻŬǘ 

Product Closing Stock 

Quantity 

Overhead 

included using 

pre- determined 

rate 

Overhead included 

using department rate 

Difference in 

overhead in 

closing stock 

value / Effect on 

closing stock 

value 

A 1,800 

units 

1,800 x 5 hours 

Ȅ  нлΦпл 

Ґ  мΣуоΣслл 

Pie = 1,800 units x 4 

ƘƻǳǊǎ Ȅ  нуΦул 

Ґ  2,07,360 

Qui = 1,800 units x 1 

ƘƻǳǊ Ȅ  мн 

Ґ  нмΣслл 

(-ύ  прΣосл 

B 5,400 

units 

5,400 x 5 hours 

Ȅ  нлΦпл 

Ґ  рΣрлΣулл 

Pie = 5,400 units x 1 

ƘƻǳǊ Ȅ  нуΦул 

Ґ  мΣррΣрнл 

όҌύ  мΣосΣлул 

   Qui = 5,400 units x 4 

ƘƻǳǊǎ Ȅ мн 

Ґ  нΣрфΣнлл 

 

Total   7,34,400  6,43,680 όҌύ  флΣтнл 
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Use of pre-determined overhead rate has resulted in over valuation of stock by 

 90,720 due to which the company's income would be affected (increase) by 

 90,720. Profit would be affected only to the extent of Overhead contained in closing finished goods 

and closing WIP, if any. 

9ũŜŎǘ ƻŦ ǳǎƛƴƎ ǇǊŜπŘŜǘŜǊƳƛƴŜŘ ƻƴ ǘƘŜ ǇǊƻŘǳŎǘǎϥ ǎŜƭƭƛƴƎ ǇǊƛŎŜǎ 

Particulars Product A Product B 

Selling Price per unit if pre-determined overhead rate 

is used 

177.80  198.80 

Selling Price per unit if department wise rate is used  213.08 163.52 

Difference  35.28  35.28 

 Under-Priced Over-Priced 

Working Note  

1. Pre determined Rate = 3672000 ÷ 180000 Hours = 20.40  

Per Direct Labour Hour 

Particulars tǊƻŘǳŎǘ ! ƛƴ  tǊƻŘǳŎǘ . ƛƴ  

Materials & Labour 25.00 40.00 

Add: Production Overhead 

! Ґ р ƘƻǳǊǎ Ȅ  нлΦпл ǇŜǊ ƘƻǳǊ . Ґ р ƘƻǳǊǎ Ȅ  нлΦпл 

per hour 

102.00 102.00 

Cost of production 127.00 142.00 

Add: 40% of margin 50.80 56.80 

 177.80 198.50 

нΦ LŦ ŘŜǇŀǊǘƳŜƴǘπǿƛǎŜ ǊŜŎƻǾŜǊȅ ǊŀǘŜ ƛǎ ǳǎŜŘ 

Particulars tǊƻŘǳŎǘ ! ƛƴ  tǊƻŘǳŎǘ . ƛƴ  

Materials & Labour 25.00 40.00 

Add: Production Overhead 127.20 76.80 

A = tƛŜ Ґ п ƘƻǳǊǎ Ȅ  нуΦул vǳƛ Ґ м ƘƻǳǊ Ȅ  мн 

B = tƛŜ Ґ м ƘƻǳǊ Ȅ  нуΦул 

vǳƛ Ґ п ƘƻǳǊǎ Ȅ  мн 

  

Cost of production 152.20 116.80 

Add: 40% of margin 60.88 46.72 

Selling Price per unit 213.08 163.52 
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мнΦ 

Primary Distribution Summary 

LǘŜƳ ƻŦ Ŏƻǎǘ 
.ŀǎƛǎ ƻŦ 

ŀǇǇƻǊǝƻƴƳŜƴǘ 
¢ƻǘŀƭ όύ tмόύ tнόύ tоόύ {мόύ {нόύ 

5ƛǊŜŎǘ ǿŀƎŜǎ !Ŏǘǳŀƭ рΣллΣллл ππ ππ ππ оΣтрΣллл мΣнрΣллл 

wŜƴǘ ŀƴŘ wŀǘŜǎ 

CƭƻƻǊ ŀǊŜŀ  

όпΥ рΥ сΥ пΥ мύ мнΣрлΣллл нΣрлΣллл оΣмнΣрлл оΣтрΣллл нΣрлΣллл снΣрлл 

DŜƴŜǊŀƭ 

ƭƛƎƘǝƴƎ 

[ƛƎƘǘ Ǉƻƛƴǘǎ  

όнΥ оΥ пΥ нΥ мύ мΣрлΣллл нрΣллл отΣрлл рлΣллл нрΣллл мнΣрлл 

LƴŘƛǊŜŎǘ ǿŀƎŜǎ 
5ƛǊŜŎǘ ǿŀƎŜǎ  

όсΥ пΥ сΥ оΥ мύ оΣтрΣллл мΣмнΣрлл трΣллл мΣмнΣрлл рсΣнрл муΣтрл 

tƻǿŜǊ 

IƻǊǎŜ tƻǿŜǊ ƻŦ 

ƳŀŎƘƛƴŜǎ ǳǎŜŘ  

όсΥ оΥ рΥ мύ рΣллΣллл нΣллΣллл мΣллΣллл мΣссΣсст ооΣооо ππ 

5ŜǇǊŜŎƛŀǝƻƴ 

ƻŦ ƳŀŎƘƛƴŜǊȅ 

±ŀƭǳŜ ƻŦ ƳŀŎƘƛƴŜǊȅ 

όмнΥ мсΥ нлΥ мΥ мύ млΣллΣллл нΣплΣллл оΣнлΣллл пΣллΣллл нлΣллл нлΣллл 

LƴǎǳǊŀƴŎŜ ƻŦ 

ƳŀŎƘƛƴŜǊȅ 

±ŀƭǳŜ ƻŦ ƳŀŎƘƛƴŜǊȅ 

όмн Υ мс Υ нл Υ м Υ мύ пΣллΣллл фсΣллл мΣнуΣллл мΣслΣллл уΣллл уΣллл 

    пмΣтрΣллл фΣноΣрлл фΣтоΣллл мнΣспΣмст тΣстΣруо нΣпсΣтрл 

Overheads of service cost centres: 

[Ŝǘ {м ōŜ ǘƘŜ ƻǾŜǊƘŜŀŘ ƻŦ ǎŜǊǾƛŎŜ Ŏƻǎǘ ŎŜƴǘǊŜ {м ŀƴŘ {н ōŜ ǘƘŜ ƻǾŜǊƘŜŀŘ ƻŦ ǎŜǊǾƛŎŜ Ŏƻǎǘ ŎŜƴǘǊŜ {нΦ 

{м Ґ тΣстΣруо Ҍ лΦмл {н 

{н Ґ нΣпсΣтрл Ҍ лΦмл {м 

{ǳōǎǝǘǳǝƴƎ ǘƘŜ ǾŀƭǳŜ ƻŦ {н ƛƴ {м ǿŜ ƎŜǘ  

{м Ґ тΣстΣруо Ҍ лΦмл όнΣпсΣтрл Ҍ лΦмл {мύ 

{м Ґ тΣстΣруо Ҍ нпΣстр Ҍ лΦлм {м 

лΦфф {м Ґ тΣфнΣнру 

{м Ґ  уΣллΣнсл 

{н Ґ нΣпсΣтрл Ҍ лΦмл Ȅ уΣллΣнсл Ґ  оΣнсΣттс 

Secondary Distribution Summary 

tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ όύ tм όύ tн όύ tо όύ 

!ƭƭƻŎŀǘŜŘ ŀƴŘ !ǇǇƻǊǝƻƴŜŘ ƻǾŜǊπ

ƘŜŀŘǎ ŀǎ ǇŜǊ ǇǊƛƳŀǊȅ ŘƛǎǘǊƛōǳǝƻƴ омΣслΣсст фΣноΣрлл фΣтоΣллл мнΣспΣмст 

{м уΣллΣнсл мΣслΣлрн нΣплΣлту оΣнлΣмлп 

{н оΣнсΣттс мΣолΣтмл срΣорр фуΣлоо 

    мнΣмпΣнсн мнΣтуΣпоо мсΣунΣолп 

 

όƛύ hǾŜǊƘŜŀŘ ǊŀǘŜ ǇŜǊ ƘƻǳǊ 
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tŀǊǝŎǳƭŀǊǎ tм tн tо 

¢ƻǘŀƭ ƻǾŜǊƘŜŀŘǎ Ŏƻǎǘ ό ύ мнΣмпΣнсн мнΣтуΣпоо мсΣунΣолп 

tǊƻŘǳŎǝƻƴ ƘƻǳǊǎ ǿƻǊƪŜŘ сΣннр пΣлрл пΣмлл 

wŀǘŜ ǇŜǊ ƘƻǳǊ ό ύ мфрΦлс омрΦст пмлΦон 

όƛƛύ /ƻǎǘ ƻŦ tǊƻŘǳŎǘ · 

tŀǊǝŎǳƭŀǊǎ όύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ мнΣрллΦлл 

5ƛǊŜŎǘ ƭŀōƻǳǊ тΣрллΦлл 

tǊƛƳŜ Ŏƻǎǘ нлΣлллΦлл 

tǊƻŘǳŎǝƻƴ ƻƴ ƻǾŜǊƘŜŀŘǎ   

tм  р ƘƻǳǊǎ Ȅ мфрΦлс Ґ фтрΦо   

tн  о ƘƻǳǊǎ Ȅ омрΦст Ґ фптΦлм   

tо п ƘƻǳǊǎ Ȅ пмлΦон Ґ мΣспмΦну оΣрсоΦрф 

CŀŎǘƻǊȅ Ŏƻǎǘ ноΣрсоΦрф 

 

моΦ  

Working Note: 

1. Effective machine hour: 

= Budgeted working hours ς Machine Set-up time 

= 2,496 hours ς 312 hours = 2,184 hours. 

2. hǇŜǊŀǘƻǊǎΩ ǎŀƭŀǊȅ ǇŜǊ ŀƴƴǳƳΥ 

{ŀƭŀǊȅ όо ƻǇŜǊŀǘƻǊǎ Ҏ  олΣллл Ҏ мн ƳƻƴǘƘǎύ  млΣулΣллл 

!ŘŘΥ CǊƛƴƎŜ ōŜƴŜŬǘǎ όнл҈ ƻŦ  млΣулΣлллύ  нΣмсΣллл 

   мнΣфсΣллл 

3. Depreciation per annum 

24,90,000 - 90,000/12years =  2,00,000 

Computation of Machine hour Rate 

tŀǊǝŎǳƭŀǊǎ 
!Ƴƻǳƴǘ !Ƴƻǳƴǘ 

ǇΦŀΦ όύ ǇΦŀΦ όύ 

{ǘŀƴŘƛƴƎ ŎƘŀǊƎŜǎ     

hǇŜǊŀǘƻǊǎϥ {ŀƭŀǊȅ  мнΣфсΣлллκ сƳŀŎƘƛƴŜǎ Ȅ мκнΣмуп ƘƻǳǊǎ  мнΣфсΣллл фуΦф 

5ŜǇŀǊǘƳŜƴǘŀƭ ŀƴŘ ƎŜƴŜǊŀƭ ƻǾŜǊƘŜŀŘǎΥ     

όрΣллΣллл Ȅ ммл҈ύ     

ό рΣрлΣлллκ сƳŀŎƘƛƴŜǎ Ȅ мκнΣмуп ƘƻǳǊǎύ рΣрлΣллл пмΦфт 

ό!ύ муΣпсΣллл мплΦут 

aŀŎƘƛƴŜ 9ȄǇŜƴǎŜǎ     
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5ŜǇǊŜŎƛŀǝƻƴ όнΣллΣлллκнΣмуп ƘƻǳǊǎύ   нΣллΣллл фмΦру 

9ƭŜŎǘǊƛŎƛǘȅΥ     

5ǳǊƛƴƎ ǿƻǊƪƛƴƎ ƘƻǳǊǎ όнΣпфс ƘƻǳǊǎ Ҏ сл ǳƴƛǘǎ Ȅ сύ уΣфуΣрсл пммΦпо 

5ǳǊƛƴƎ ƳŀƛƴǘŜƴŀƴŎŜ ƘƻǳǊǎ όпмс ƘƻǳǊǎ Ҏ мл ǳƴƛǘǎ Ȅ сύ нпΣфсл ммΦпо 

/ƻƳǇƻƴŜƴǘ ǊŜǇƭŀŎŜƳŜƴǘ Ŏƻǎǘ όнΣплл Ҏ рн ǿŜŜƪǎύ мΣнпΣулл ртΦмп 

aŀŎƘƛƴŜ ƳŀƛƴǘŜƴŀƴŎŜ Ŏƻǎǘ нΣплΣллл млфΦуф 

ό.ύ мпΣууΣонл сумΦпт 

aŀŎƘƛƴŜ IƻǳǊ wŀǘŜ ό!Ҍ.ύ  уннΦоп 

 

мпΦ 

/ƻƳǇǳǘŀǝƻƴ ƻŦ aŀŎƘƛƴŜ IƻǳǊ wŀǘŜ 

tŀǊǝŎǳƭŀǊǎ .ŀǎƛǎ ƻŦ ŀǇǇƻǊǝƻƴƳŜƴǘ 
  aŀŎƘƛƴŜǎ 

¢ƻǘŀƭ όύ ! όύ . όύ / όύ 

ό!ύ {ǘŀƴŘƛƴƎ /ƘŀǊƎŜǎ           

LƴǎǳǊŀƴŎŜ 5ŜǇǊŜŎƛŀǝƻƴ .ŀǎƛǎ όоΥоΥнύ улΣллл олΣллл олΣллл нлΣллл 

LƴŘƛǊŜŎǘ [ŀōƻǳǊ 5ƛǊŜŎǘ [ŀōƻǳǊ όнΥоΥоύ нΣплΣллл слΣллл флΣллл флΣллл 

.ǳƛƭŘƛƴƎ ƳŀƛƴǘŜƴŀƴŎŜ ŜȄǇŜƴǎŜǎ CƭƻƻǊ {ǇŀŎŜ όнΥнΥмύ нΣллΣллл улΣллл улΣллл плΣллл 

wŜƴǘ ŀƴŘ wŀǘŜǎ CƭƻƻǊ {ǇŀŎŜ όнΥнΥмύ нΣплΣллл фсΣллл фсΣллл пуΣллл 

{ŀƭŀǊȅ ƻŦ ŦƻǊŜƳŀƴ 9ǉǳŀƭ рΣлпΣллл мΣсуΣллл мΣсуΣллл мΣсуΣллл 

{ŀƭŀǊȅ ƻŦ ŀǧŜƴŘŀƴǘ 9ǉǳŀƭ мΣппΣллл пуΣллл пуΣллл пуΣллл 

¢ƻǘŀƭ ǎǘŀƴŘƛƴƎ ŎƘŀǊƎŜǎ   мпΣлуΣллл пΣунΣллл рΣмнΣллл пΣмпΣллл 

IƻǳǊƭȅ ǊŀǘŜ ŦƻǊ ǎǘŀƴŘƛƴƎ ŎƘŀǊƎŜǎ     нптΦпо нснΦуо нмнΦро 

ό.ύaŀŎƘƛƴŜ 9ȄǇŜƴǎŜǎΥ           

5ŜǇǊŜŎƛŀǝƻƴ 5ƛǊŜŎǘ нΣллΣллл трΣллл трΣллл рлΣллл 

{ǇŀǊŜ ǇŀǊǘǎ Cƛƴŀƭ ŜǎǝƳŀǘŜǎ мΣонΣнрл псΣллл ртΣрлл нуΣтрл 

tƻǿŜǊ YΦ²Φ ǊŀǝƴƎ όоΥнΥоύ пΣллΣллл мΣрлΣллл мΣллΣллл мΣрлΣллл 

/ƻƴǎǳƳŀōƭŜ {ǘƻǊŜǎ 5ƛǊŜŎǘ улΣллл олΣллл нрΣллл нрΣллл 

¢ƻǘŀƭ aŀŎƘƛƴŜ ŜȄǇŜƴǎŜǎ   уΣмнΣнрл оΣлмΣллл нΣртΣрлл нΣроΣтрл 

IƻǳǊƭȅ wŀǘŜ ŦƻǊ aŀŎƘƛƴŜ 

ŜȄǇŜƴǎŜǎ     
мрпΦрн монΦмф молΦнс 

¢ƻǘŀƭ ό! Ҍ .ύ   ннΣнлΣнрл тΣуоΣллл тΣсфΣрлл сΣстΣтрл 

aŀŎƘƛƴŜ IƻǳǊ ǊŀǘŜ     плмΦфр офрΦлн опнΦтф 

Working Notes: 

i. Calculation of effective working hours: 

No. of full off-days = No. of Sunday + No. of holidays 

         = 52 + 12 = 64 days 

No. of half working days = 52 days ς 2 holidays = 50 days 
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No. of full working days = 365 days ς 64 days ς 50 days = 251 days  

Total working Hours = {(251 days × 8 hours) + (50 days × 4 hours)} 

           = 2,008 hours + 200 = 2,208 hours. 

Total effective hours = Total working hours × 90% - 2% for break-down 

           = 2,208 hours × 90% - 2% (2,208 hours × 90%) 

           = 1,987.2 hours ς 39.74 hours 

           = 1947.46 or Rounded up to 1948 hours. 

ii. Amount of spare parts is calculated as under: 

tŀǊǝŎǳƭŀǊǎ ! όύ . όύ / όύ 

tǊŜƭƛƳƛƴŀǊȅ ŜǎǝƳŀǘŜǎ плΣллл плΣллл нлΣллл 

!ŘŘΥ LƴŎǊŜŀǎŜ ƛƴ ǇǊƛŎŜ Ϫ мр҈ сΣллл сΣллл оΣллл 

  псΣллл псΣллл ноΣллл 

!ŘŘΥ LƴŎǊŜŀǎŜ ƛƴ ŎƻƴǎǳƳǇǝƻƴ Ϫ нр҈   ммΣрлл рΣтрл 

9ǎǝƳŀǘŜŘ Ŏƻǎǘ псΣллл ртΣрлл нуΣтрл 

iii. Amount of Indirect Labour is calculated as under: 

tŀǊǝŎǳƭŀǊǎ ό ύ 

tǊŜƭƛƳƛƴŀǊȅ ŜǎǝƳŀǘŜǎ нΣллΣллл 

!ŘŘΥ LƴŎǊŜŀǎŜ ƛƴ ǿŀƎŜǎ Ϫ нл҈ плΣллл 

 нΣплΣллл 

iv. Interest on capital outlay is a finance cost; therefore it has been excluded from the cost 

accounts. 

 

мрΦ  

Primary Distribution Summary 

LǘŜƳ ƻŦ Ŏƻǎǘ .ŀǎƛǎ ƻŦ 

ŀǇǇƻǊǝƻƴƳŜƴǘ 

¢ƻǘŀƭ όύ tм όύ tн όύ tо όύ {м όύ {н όύ 

5ƛǊŜŎǘ ǿŀƎŜǎ !Ŏǘǳŀƭ нΣрлΣллл ππ ππ ππ мΣутΣрлл снΣрлл 

wŜƴǘ ŀƴŘ 

ǊŀǘŜǎ 

CƭƻƻǊ ŀǊŜŀ  

όп Υ р Υ с Υ п Υ мύ 

сΣнрΣллл мΣнрΣллл мΣрсΣнрл мΣутΣрлл мΣнрΣллл омΣнрл 

DŜƴŜǊŀƭ 

ƭƛƎƘǝƴƎ 

[ƛƎƘǘ Ǉƻƛƴǘǎ 

 όн Υ о Υ п Υ н Υ мύ 

тΣрлΣллл мΣнрΣллл мΣутΣрлл нΣрлΣллл мΣнрΣллл снΣрлл 

LƴŘƛǊŜŎǘ 

ǿŀƎŜǎ 

5ƛǊŜŎǘ ǿŀƎŜǎ όс 

Υ п Υ с Υ о Υ мύ 

мΣутΣрлл рсΣнрл отΣрлл рсΣнрл нуΣмнр фΣотр 

tƻǿŜǊ IƻǊǎŜ tƻǿŜǊ ƻŦ 

ƳŀŎƘƛƴŜǎ ǳǎŜŘ  

όс Υ о Υ р Υ мύ 

нрΣллΣллл млΣллΣллл рΣллΣллл уΣооΣооо мΣссΣсст ππ 
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5ŜǇǊŜŎƛŀǝƻƴ 

ƻŦ 

ƳŀŎƘƛƴŜǊȅ 

±ŀƭǳŜ ƻŦ 

ƳŀŎƘƛƴŜǊȅ 

όмнΥмсΥнлΥмΥмύ 

рΣллΣллл мΣнлΣллл мΣслΣллл нΣллΣллл млΣллл млΣллл 

LƴǎǳǊŀƴŎŜ ƻŦ 

ƳŀŎƘƛƴŜǊȅ 

±ŀƭǳŜ ƻŦ 

ƳŀŎƘƛƴŜǊȅ 

όмнΥмсΥнлΥмΥмύ 

нΣллΣллл пуΣллл спΣллл улΣллл пΣллл пΣллл 

  рлΣмнΣрлл мпΣтпΣнрл ммΣлрΣнрл мсΣлтΣлуо сΣпсΣнфн мΣтфΣснр 

Overheads of service cost centres: 

Let S1 be the overhead of service cost centre S1 and S2 be the overhead of service cost centre S2. 

S1 = 6,46,292 + 0.10 S2 

S2 = 1,79,625 + 0.10 S1 

Substituting the value of S2 in S1 we get  

S1 = 6,46,292 + 0.10 (1,79,625 + 0.10 S1) 

S1 = 6,46,292 + 17,962.5 + 0.01 S1 

0.99 S1 = 6,64,254.5 

S1 =  6,70,964 

S2 = 1,79,625 + 0.10  6,70,964 =  2,46,721.4 

Secondary Distribution Summary 

tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ όύ tм όύ tн όύ tо όύ 

!ƭƭƻŎŀǘŜŘ ŀƴŘ !ǇǇƻǊǝƻƴŜŘ ƻǾŜǊƘŜŀŘǎ 

ŀǎ ǇŜǊ ǇǊƛƳŀǊȅ ŘƛǎǘǊƛōǳǝƻƴ 

пмΣусΣруо мпΣтпΣнрл ммΣлрΣнрл мсΣлтΣлуо 

{м сΣтлΣфсп мΣопΣмфнΦул нΣлмΣнуфΦнл нΣсуΣоурΦсл 

{н нΣпсΣтнмΦпл фуΣсуф пфΣопп тпΣлмт 

    мтΣлтΣмомΦпл моΣррΣууоΦрл мфΣпфΣпурΦмл 

όƛύ hǾŜǊƘŜŀŘ ǊŀǘŜ ǇŜǊ ƘƻǳǊ 

  tм tн tо 

¢ƻǘŀƭ ƻǾŜǊƘŜŀŘǎ Ŏƻǎǘ ό ύ мтΣлтΣмомΦпл моΣррΣууоΦрл мфΣпфΣпурΦмл 

tǊƻŘǳŎǝƻƴ ƘƻǳǊǎ ǿƻǊƪŜŘ сΣннр пΣлрл пΣмлл 

wŀǘŜ ǇŜǊ ƘƻǳǊ ό ύ нтпΦнп оопΦтф птрΦпу 

όƛƛύ /ƻǎǘ ƻŦ tǊƻŘǳŎǘ · 

tŀǊǝŎǳƭŀǊǎ ό ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ сΣнрлΦлл 

5ƛǊŜŎǘ ƭŀōƻǳǊ оΣтрлΦлл 

tǊƛƳŜ Ŏƻǎǘ млΣлллΦлл 

tǊƻŘǳŎǝƻƴ ƻƴ ƻǾŜǊƘŜŀŘǎ   
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tм р ƘƻǳǊǎ Ȅ  нтпΦнп Ґ мΣотмΦнл   

tн о ƘƻǳǊǎ Ȅ  оопΦтф Ґ мΣллпΦот   

tо п ƘƻǳǊǎ Ȅ  птрΦпу Ґ мΣфлмΦфн пΣнттΦпф 

CŀŎǘƻǊȅ Ŏƻǎǘ мпΣнттΦпф 

 

мсΦ 

!Ƴƻǳƴǘ ƻŦ ƻǾŜǊκ ǳƴŘŜǊ ŀōǎƻǊǇǝƻƴ ƻŦ ǇǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎ ŘǳǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘ ƻŦ ŬǊǎǘ ǎƛȄ ƳƻƴǘƘǎ ƻŦ 

ǘƘŜ ȅŜŀǊ нлмфπнлΥ 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ όύ !Ƴƻǳƴǘόύ 

¢ƻǘŀƭ ǇǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎ ŀŎǘǳŀƭƭȅ ƛƴŎǳǊǊŜŘ ŘǳǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘ   опΣлуΣллл 

[ŜǎǎΥ !Ƴƻǳƴǘ ǇŀƛŘ ǘƻ ǿƻǊƪŜǊ ŀǎ ǇŜǊ ŎƻǳǊǘ ƻǊŘŜǊ пΣрлΣллл   

9ȄǇŜƴǎŜǎ ƻŦ ǇǊŜǾƛƻǳǎ ȅŜŀǊ ōƻƻƪŜŘ ƛƴ ǘƘŜ ŎǳǊǊŜƴǘ ȅŜŀǊ мΣллΣллл   

²ŀƎŜǎ ǇŀƛŘ ŦƻǊ ǘƘŜ ǎǘǊƛƪŜ ǇŜǊƛƻŘ ǳƴŘŜǊ ŀƴ ŀǿŀǊŘ пΣнлΣллл   

hōǎƻƭŜǘŜ ǎǘƻǊŜǎ ǿǊƛǧŜƴ ƻũ осΣллл млΣлсΣллл 

    нпΣлнΣллл 

[ŜǎǎΥ tǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎ ŀōǎƻǊōŜŘ ŀǎ ǇŜǊ ƳŀŎƘƛƴŜ ƘƻǳǊ ǊŀǘŜ 

όоΣллл ƘƻǳǊǎ Ҏ уплϝύ   нрΣнлΣллл 

!Ƴƻǳƴǘ ƻŦ ƻǾŜǊ ŀōǎƻǊōŜŘ ǇǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎ   мΣмуΣллл 

*Budgeted Machine hour rate (Blanket rate) =  50,40,000/6,000 hours = 840 per hour 

i. Accounting treatment of over absorbed production overheads:  

As, 40% of the over absorbed overheads were due to defective production policies, this being 

abnormal, hence should be credited to Costing Profit and Loss Account. 

!Ƴƻǳƴǘ ǘƻ ōŜ ŎǊŜŘƛǘŜŘ ǘƻ /ƻǎǘƛƴƎ tǊƻŦƛǘ ŀƴŘ [ƻǎǎ !ŎŎƻǳƴǘ Ґ мΣмуΣлллҎ пл҈ Ґ птΣнллΦ 

Balance of over absorbed production overheads should be distributed over Works in progress, 

finished goods and Cost of sales by applying supplementary rate*. 

!Ƴƻǳƴǘ ǘƻ ōŜ ŘƛǎǘǊƛōǳǘŜŘ Ґ мΣмуΣлллҎ сл҈ Ґ тлΣулл 

Supplementary rate =  тлΣуллκмΣрлΣллл ǳƴƛǘǎ Ґ  лΦптн ǇŜǊ ǳƴƛǘ 

 

ii. Apportionment of over absorbed production overheads over WIP, Finished goods and Cost of 

sales: 

  9ǉǳƛǾŀƭŜƴǘ ŎƻƳǇƭŜǘŜŘ ǳƴƛǘǎ !Ƴƻǳƴǘ ό ύ  

²ƻǊƪπƛƴπtǊƻƎǊŜǎǎ όулΣллл ǳƴƛǘǎ Ҏ рл҈ ҎлΦптнύ плΣллл муΣуул 

CƛƴƛǎƘŜŘ ƎƻƻŘǎ όнлΣллл ǳƴƛǘǎ Ҏ лΦптнύ нлΣллл фΣппл 

/ƻǎǘ ƻŦ ǎŀƭŜǎ όфлΣллл ǳƴƛǘǎ Ҏ лΦптнύ флΣллл пнΣпул 

¢ƻǘŀƭ мΣрлΣллл тлΣулл 
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a. Overhead Distribution Statement  

tŀǊǝŎǳƭŀǊǎ 
tǊƻŘǳŎǝƻƴ 5ŜǇŀǊǘƳŜƴǘǎ {ŜǊǾƛŎŜ 5ŜǇŀǊǘƳŜƴǘǎ 

aŀŎƘƛƴŜ {ƘƻǇǎ tŀŎƪƛƴƎ DŜƴŜǊŀƭ tƭŀƴǘ {ǘƻǊŜǎ 

!ƭƭƻŎŀǘŜŘ hǾŜǊƘŜŀŘǎΥ ό ύ ό ύ ό ύ ό ύ 

LƴŘƛǊŜŎǘ ƭŀōƻǳǊ уΣллл сΣллл пΣллл ммΣллл 

aŀƛƴǘŜƴŀƴŎŜ aŀǘŜǊƛŀƭ оΣплл мΣслл нΣмлл нΣулл 

aƛǎŎΦ ǎǳǇǇƭƛŜǎ мΣрлл нΣфлл флл слл 

{ǳǇŜǊǾƛǎƻǊϥǎ ǎŀƭŀǊȅ ππ ππ мсΣллл ππ 

/ƻǎǘ ϧ ǇŀȅǊƻƭƭ ǎŀƭŀǊȅ ππ ππ улΣллл ππ 

¢ƻǘŀƭ ŀƭƭƻŎŀǘŜŘ ƻǾŜǊƘŜŀŘǎ мнΣфлл млΣрлл мΣлоΣллл мпΣплл 

!ŘŘΥ !ǇǇƻǊǝƻƴŜŘ hǾŜǊƘŜŀŘǎ мΣупΣорл тлΣмнр ннΣттр тоΣмрл 

ό!ǎ ǇŜǊ {ŎƘŜŘǳƭŜ ōŜƭƻǿύ мΣфтΣнрл улΣснр мΣнрΣттр утΣррл 

Schedule of Apportionment of Overheads 

tŀǊǝŎǳƭŀǊǎ .ŀǎƛǎ tǊƻŘǳŎǝƻƴ 5ŜǇǘǎΦ {ŜǊǾƛŎŜ 5ŜǇǘǎΦ 

aŀŎƘƛƴŜ {ƘƻǇ tŀŎƪƛƴƎ DŜƴŜǊŀƭ tƭŀƴǘ {ǘƻǊŜǎ 

όύ όύ όύ όύ όύ 

tƻǿŜǊ It ƘƻǳǊǎ   

όт Υ м Υ π Υ нύ 

рпΣслл тΣулл ππ мрΣслл 

wŜƴǘ CƭƻƻǊ ǎǇŀŎŜ  

όр Υ н Υ м Υ пύ 

олΣллл мнΣллл сΣллл нпΣллл 

CǳŜƭ ϧ IŜŀǘ wŀŘƛŀǘƻǊ ǎŜŎΦ  

όо Υ с Υ н Υ пύ 

мнΣллл нпΣллл уΣллл мсΣллл 

LƴǎǳǊŀƴŎŜ LƴǾŜǎǘƳŜƴǘ  

όмл Υ о Υ м Υ нύ 

тΣрлл нΣнрл трл мΣрлл 

¢ŀȄŜǎ LƴǾŜǎǘƳŜƴǘ  

όмл Υ о Υ м Υ нύ 

рΣнрл мΣртр рнр мΣлрл 

5ŜǇǊŜŎƛŀǝƻƴ LƴǾŜǎǘƳŜƴǘ  

όмл Υ о Υ м Υ нύ 

трΣллл ннΣрлл тΣрлл мрΣллл 

    мΣупΣорл тлΣмнр ннΣттр тоΣмрл 

b. Re-distribution of Overheads of Service Departments to Production Departments: 

[ŜǘΣ ǘƘŜ ǘƻǘŀƭ ƻǾŜǊƘŜŀŘǎ ƻŦ DŜƴŜǊŀƭ tƭŀƴǘ Ґ ΨŀΩ ŀƴŘ ǘƘŜ ǘƻǘŀƭ ƻǾŜǊƘŜŀŘǎ ƻŦ {ǘƻǊŜǎ Ґ ΨōΩ 

a = 1,25,775 + лΦоōΧΧΦΦόƛύ  

ō Ґ утΣррл Ҍ лΦнŀΧΧΧΧόƛƛύ 

tǳǘǘƛƴƎ ǘƘŜ ǾŀƭǳŜ ƻŦ ΨōΩ ƛƴ Ŝǉǳŀǘƛƻƴ ƴƻΦ  

a) = 1,25,775 + 0.3 (87,550 + 0.2a) 
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Or a = 1,25,775 + 26,265 + 0.06a 

Or 0.94a = 1,52,040  

Or a = 1,61,745 (appx.) 

Putting the value of a = 1,61,745 in equation no.  

όƛƛύ ¢ƻ ƎŜǘ ǘƘŜ ǾŀƭǳŜ ƻŦ ΨōΩ 

b) = 87,550 + 0.2 × 1,61,745 = 1,19,899 

Secondary Distribution Summary 

tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ όύ aŀŎƘƛƴŜ {ƘƻǇǎ όύ tŀŎƪƛƴƎ όύ 

!ƭƭƻŎŀǘŜŘ ŀƴŘ !ǇǇƻǊǝƻƴŜŘ ƻǾŜǊƘŜŀŘǎ 

ŀǎ ǇŜǊ tǊƛƳŀǊȅ ŘƛǎǘǊƛōǳǝƻƴ 
нΣттΣутр мΣфтΣнрлΦлл улΣснрΦлл 

DŜƴŜǊŀƭ tƭŀƴǘ 
мΣсмΣтпр улΣутнΦрл пуΣрноΦрл 

  όмΣсмΣтпр Ҏ рκмлύ όмΣсмΣтпр Ҏ оκмлύ 

{ǘƻǊŜǎ 
мΣмфΣуфф рфΣфпфΦрл ноΣфтфΦул 

  όмΣмфΣуфф Ҏ рл҈ύ όмΣмфΣуфф Ҏ нл҈ύ 

    оΣоуΣлтнΦлл мΣроΣмнуΦол 
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CHAPTER 3: ACTIVITY BASED COSTING 

t!w¢ ς !Υ t!{¢ 9·!a v¦9{¢Lhb{ 

PROBLEM ς 1: (NOV 22 ς 5 Marks) 

XYZ Ltd. is engaged in manufacturing two products- Express Coffee and Instant Coffee. It furnishes 

the following data for a year: 

Product Actual Output 

(units) 

Total Machine 

hours 

Total Number of 

Purchase orders 

Total Number of 

set ups 

Express Coffee 5,000 20,000 160 20 

Instant Coffee 60,000 1,20,000 384 44 

The annual overheads are as under: 

Particulars  

Machine Processing costs Set up related costs 

Purchase related costs 

7,00,000 

7,68,000 

6,80,000 

You are required to: 

(i) Compute the costs allocated to each product ς Express Coffee and Instant Coffee from each 

activity on the basis of Activity- Based Costing (ABC) method. 

(ii) Find out the overhead cost per unit of each product ς Express coffee and Instant coffee based 

on (i) above. 

 

PROBLEM ς 2: (MAY 22 ς 10 Marks) 

{ǘŀǊ [ƛƳƛǘŜŘ ƳŀƴǳŦŀŎǘǳǊŜ ǘƘǊŜŜ ǇǊƻŘǳŎǘǎ ǳǎƛƴƎ ǘƘŜ ǎŀƳŜ ǇǊƻŘǳŎǝƻƴ ƳŜǘƘƻŘǎΦ ! ŎƻƴǾŜƴǝƻƴŀƭ ǇǊƻŘǳŎǘ 

ŎƻǎǝƴƎ ǎȅǎǘŜƳ ƛǎ ōŜƛƴƎ ǳǎŜŘ ŎǳǊǊŜƴǘƭȅΦ 5Ŝǘŀƛƭǎ ƻŦ ǘƘŜ ǘƘǊŜŜ ǇǊƻŘǳŎǘǎ ŦƻǊ ŀ ǘȅǇƛŎŀƭ ǇŜǊƛƻŘ ŀǊŜΥ 

Product Labour Hrs per 

unit 

Machine Hrs per unit Materials per 

Unit 

Volume in Units 

AX 1.00 2.00 35 7,500 

BX 0.90 1.50 25 12,500 

CX 1.50 2.50 45 25,000 

5ƛǊŜŎǘ [ŀōƻǳǊ Ŏƻǎǘǎ  нл ǇŜǊ ƘƻǳǊ ŀƴŘ ǇǊƻŘǳŎǘƛƻƴ ƻǾŜǊƘŜŀŘǎ ŀǊŜ ŀōǎƻǊōŜŘ ƻƴ ŀ ƳŀŎƘƛƴŜ ƘƻǳǊ ōŀǎƛǎΦ 

¢ƘŜ ƻǾŜǊƘŜŀŘ ŀōǎƻǊǇǘƛƻƴ ǊŀǘŜ ŦƻǊ ǘƘŜ ǇŜǊƛƻŘ ƛǎ  ол ǇŜǊ ƳŀŎƘƛƴŜ ƘƻǳǊΦ 

Management is considering using Activity Based Costing system to ascertain the cost of the products. 

Further analysis shows that the total production overheads can be divided as follows: 

Particulars % 

Cost relating to set-ups 40 

Cost relating to machinery 10 

Cost relating to material handling 30 
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Costs relating to inspection 20 

Total production overhead 100 

The following activity volumes are associated with the product line for the period as a whole. Total 

activities for the period: 

Product No. of set-ups No. of movements of Materials No. of inspections 

AX 350 200 200 

BX 450 280 400 

CX 740 675 900 

Total 1,540 1,155 1,500 

Required: 

(i) Calculate the cost per unit for each product using the conventional method. 

(ii) Calculate the cost per unit for each product using activity based costing method. 

 

PROBLEM ς 3: ( DEC 21 ς 10 Marks) 

! 5ǊǳƎ {ǘƻǊŜ ƛǎ ǇǊŜǎŜƴǘƭȅ ǎŜƭƭƛƴƎ ǘƘǊŜŜ ǘȅǇŜǎ ƻŦ ŘǊǳƎǎ ƴŀƳŜƭȅ Ψ5ǊǳƎ !ΩΣ Ψ5ǊǳƎ .Ω ŀƴŘ Ψ5ǊǳƎ /ΩΦ 5ǳŜ ǘƻ 

some constraints, it has decided to go for only one product line of drugs. It has provided the following 

data for year 2020-21 for each product line: 

 Drugs Types 

 A B C 

wŜǾŜƴǳŜǎ όƛƴ ύ 74,50,000 1,11,75,000 1,86,25,000 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ όƛƴ ύ 41,44,500 68,16,750 1,20,63,750 

Number of purchase orders placed (in nos.) 560 810 630 

Number of deliveries received 950 1,000 850 

Hours of shelf-stocking time 900 1,250 2,350 

Units sold (in Nos.) 1,75,200 1,50,300 1,44,500 

Following additional information is also provided: 

Activity Description of activity Total Cost 

ό ύ 

Cost-allocation base 

Drug Licence fee Drug Licence fee 5,00,000 To be distributed in ratio 

2:3:5 between A, B and C 

Ordering Placing of orders for 

purchases 

8,30,000 2,000 purchase orders 

Delivery Physical delivery and 

receipt of foods 

18,20,000 2,800 deliveries 

Shelf stocking Stocking of goods 32,40,000 4,500 hours of shelf- 

stocking time 
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Customer Support Assistance provided to 

customers 

28,20,000 4,70,000 units sold 

You are required to: 

(i) Calculate the operating income and operating income as a percentage (%) of revenue of each 

product line if: 

(a) All the support costs (Other than cost of goods sold) are allocated in the ratio of cost of 

goods sold. 

(b) All the support costs (Other than cost of goods sold) are allocated using activity-based 

costing system. 

(ii) Give your opinion about choosing the product line on the basis of operating income as a 

percentage (%) of revenue of each product line under both the situations as above. 

 

PROBLEM ς 4: (JUL 21 ς 10 Marks) 

PQR Ltd. is engaged in the production of three products P, Q and R. The company calculates Activity 

Cost Rates on the basis of Cost Driver capacity which is provided as below: 

!ŎǝǾƛǘȅ /ƻǎǘ 5ǊƛǾŜǊ /ƻǎǘ 5ǊƛǾŜǊ /ŀǇŀŎƛǘȅ /ƻǎǘ ό ύ 

5ƛǊŜŎǘ [ŀōƻǳǊ ƘƻǳǊǎ [ŀōƻǳǊ ƘƻǳǊǎ олΣллл [ŀōƻǳǊ ƘƻǳǊǎ оΣллΣллл 

tǊƻŘǳŎǝƻƴ Ǌǳƴǎ bƻΦ ƻŦ tǊƻŘǳŎǝƻƴ Ǌǳƴǎ слл tǊƻŘǳŎǝƻƴ Ǌǳƴǎ мΣулΣллл 

vǳŀƭƛǘȅ LƴǎǇŜŎǝƻƴǎ bƻΦ ƻŦ LƴǎǇŜŎǝƻƴ уллл LƴǎǇŜŎǝƻƴǎ нΣплΣллл 

The consumption of activities during the period is as under: 

!ŎǝǾƛǘȅ κ tǊƻŘǳŎǘǎ t v w 

5ƛǊŜŎǘ [ŀōƻǳǊ ƘƻǳǊǎ млΣллл уΣллл сΣллл 

tǊƻŘǳŎǝƻƴ Ǌǳƴǎ нлл мул мсл 

vǳŀƭƛǘȅ LƴǎǇŜŎǝƻƴ оΣллл нΣрлл мΣрлл 

You are required to: 

(i) Compute the costs allocated to each Product from each Activity. 

(ii) Calculate the cost of unused capacity for each Activity. 

(iii) A potential customer has approached the company for supply of 12,000 units of a new product. 

'S' to be delivered in ƭƻǘǎ ƻŦ мрлл ǳƴƛǘǎ ǇŜǊ ǉǳŀǊǘŜǊΦ ¢Ƙƛǎ ǿƛƭƭ ƛƴǾƻƭǾŜ ŀƴ ƛƴƛǘƛŀƭ ŘŜǎƛƎƴ Ŏƻǎǘ ƻŦ  

30,000 and per quarter production will involve the following: 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ  муΣллл 

5ƛǊŜŎǘ [ŀōƻǳǊ ƘƻǳǊǎ мΣрлл ƘƻǳǊǎ 

bƻΦ ƻŦ tǊƻŘǳŎǝƻƴ Ǌǳƴǎ мр 

bƻΦ ƻŦ vǳŀƭƛǘȅ LƴǎǇŜŎǝƻƴ нрл 

Prepare cost sheet segregating Direct and Indirect costs and compute the Sales value per 

quarter of product 'S' using ABC system considering a markup of 20% on cost. 
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PROBLEM ς 5 : (JAN 21 ς 10 Marks) 

ABC Ltd. manufactures three products X, Y and Z using the same plant and resources. It has given 

the following information for the year ended on 31st March, 2020: 

tŀǊǝŎǳƭŀǊǎ ·  ̧ ½ 

tǊƻŘǳŎǝƻƴ vǳŀƴǝǘȅ όǳƴƛǘǎύ /ƻǎǘ ǇŜǊ ǳƴƛǘΥ мнлл мппл мфсу 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ όύ фл уп мтс 

5ƛǊŜŎǘ [ŀōƻǳǊ όύ му нл ол 

Budgeted direct labour rate was  4 per hour and the production overheads, shown in table below, 

were absorbed to products using direct labour hour rate. Company followed Absorption Costing 

Method. However, the company is now considering adopting Activity Based Costing Method. 

tŀǊǝŎǳƭŀǊǎ .ǳŘƎŜǘŜŘ hǾŜǊƘŜŀŘǎ όύ /ƻǎǘ 5ǊƛǾŜǊ wŜƳŀǊƪǎ 

aŀǘŜǊƛŀƭ tǊƻŎǳǊŜƳŜƴǘ рлΣллл bƻΦ ƻŦ ƻǊŘŜǊǎ bƻΦ ƻŦ ƻǊŘŜǊǎ ǿŀǎ нр ǳƴƛǘǎ ŦƻǊ 

ŜŀŎƘ ǇǊƻŘǳŎǘΦ 

{ŜǘπǳǇ плΣллл bƻΦ ƻŦ 

ǇǊƻŘǳŎǝƻƴ 

wǳƴǎ 

!ƭƭ ǘƘŜ ǘƘǊŜŜ ǇǊƻŘǳŎǘǎ ŀǊŜ 

ǇǊƻŘǳŎŜŘ ƛƴ ǇǊƻŘǳŎǝƻƴ Ǌǳƴǎ 

ƻŦ пу ǳƴƛǘǎΦ 

vǳŀƭƛǘȅ /ƻƴǘǊƻƭ нуΣнпл bƻΦ ƻŦ 

LƴǎǇŜŎǝƻƴǎ 

5ƻƴŜ ŦƻǊ ŜŀŎƘ ǇǊƻŘǳŎǝƻƴ 

ǊǳƴΦ 

aŀƛƴǘŜƴŀƴŎŜ мΣнуΣллл aŀƛƴǘŜƴŀƴŎŜ 

ƘƻǳǊǎ 

¢ƻǘŀƭ ƳŀƛƴǘŜƴŀƴŎŜ ƘƻǳǊǎ 

ǿŜǊŜ сΣплл ŀƴŘ ǿŀǎ ŀƭƭƻŎŀǘŜŘ 

ƛƴ ǘƘŜ Ǌŀǝƻ ƻŦ мΥмΥн ōŜǘǿŜŜƴ 

·Σ ¸ ϧ ½Φ 

Required: 

1. Calculate the total cost per unit of each product using the Absorption Costing Method. 

2. Calculate the total cost per unit of each product using the Activity Based Costing Method. 

 

PROBLEM ς 6 : (NOV 20 ς 6 Marks) 

ABC Ltd. is engaged in production of three types of Fruit Juices: Apple, Orange and Mixed Fruit. 

The following cost data for the month of March 2020 are as under: 

tŀǊǝŎǳƭŀǊǎ !ǇǇƭŜ hǊŀƴƎŜ aƛȄŜŘ CǊǳƛǘ 

¦ƴƛǘǎ ǇǊƻŘǳŎŜŘ ŀƴŘ ǎƻƭŘ млΣллл мрΣллл нлΣллл 

aŀǘŜǊƛŀƭ ǇŜǊ ǳƴƛǘ όύ у с р 

5ƛǊŜŎǘ [ŀōƻǳǊ ǇŜǊ ǳƴƛǘ όύ р п о 

bƻΦ ƻŦ tǳǊŎƘŀǎŜ hǊŘŜǊǎ оп он мп 

bƻΦ ƻŦ 5ŜƭƛǾŜǊƛŜǎ ммл сп рн 

{ƘŜƭŦ {ǘƻŎƪƛƴƎ IƻǳǊǎ ммл мсл мтл 
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Overheads incurred by the company during the month are as under: 

tŀǊǝŎǳƭŀǊǎ ό ύ 

hǊŘŜǊƛƴƎ Ŏƻǎǘǎ спΣллл 

5ŜƭƛǾŜǊȅ Ŏƻǎǘǎ мΣруΣнлл 

{ƘŜƭŦ {ǘƻŎƪƛƴƎ Ŏƻǎǘǎ утΣрсл 

Required: 

(i) Calculate cost driver's rate. 

(ii) Calculate total cost of each product using Activity Based Costing.  

 

twh.[9a ς т Υ όbh± мф ς мл aŀǊƪǎύ 

PQR Ltd has decided to analyze the profitability of its five new customers. It buys soft drink bottles in 

cases at  45 per case and sells them to retail customers at a list price of  54 per case. The data 

pertaining to five customers are given below: 

tŀǊǝŎǳƭŀǊǎ ! . / 5 9 

bǳƳōŜǊ ƻŦ /ŀǎŜǎ {ƻƭŘ фΣосл мпΣнлл снΣллл оуΣллл фΣулл 

[ƛǎǘ {ŜƭƭƛƴƎ tǊƛŎŜ όύ рп рп рп рп рп 

!Ŏǘǳŀƭ {ŜƭƭƛƴƎ tǊƛŎŜ ό ύ рп роΦп пф рлΦн пуΦс 

bǳƳōŜǊ ƻŦ tǳǊŎƘŀǎŜ hǊŘŜǊǎ ол рл сл рл сл 

bǳƳōŜǊ ƻŦ /ǳǎǘƻƳŜǊǎ Ǿƛǎƛǘǎ п с мн п с 

bǳƳōŜǊ ƻŦ 5ŜƭƛǾŜǊƛŜǎ нл сл мнл ул пл 

YƛƭƻƳŜǘǊŜǎ ǘǊŀǾŜƭƭŜŘ ǇŜǊ 

ŘŜƭƛǾŜǊȅ пл мн мл нл сл 

bǳƳōŜǊ ƻŦ ŜȄǇŜŘƛǘŜ 5ŜƭƛǾŜǊƛŜǎ л л л л н 

Its five activities and their cost drivers are: 

!ŎǝǾƛǘȅ /ƻǎǘ 5ǊƛǾŜǊ 

hǊŘŜǊ ǘŀƪƛƴƎ  нлл ǇŜǊ ǇǳǊŎƘŀǎŜ ƻǊŘŜǊ 

/ǳǎǘƻƳŜǊ Ǿƛǎƛǘǎ  олл ǇŜǊ ŜŀŎƘ Ǿƛǎƛǘ 

5ŜƭƛǾŜǊƛŜǎ  пΦлл ǇŜǊ ŘŜƭƛǾŜǊȅ ƪƳ ǘǊŀǾŜƭƭŜŘ 

tǊƻŘǳŎǘ IŀƴŘƭƛƴƎ  нΦлл ǇŜǊ ŎŀǎŜ ǎƻƭŘ 

9ȄǇŜŘƛǘŜŘ ŘŜƭƛǾŜǊƛŜǎ  млл ǇŜǊ ǎǳŎƘ ŘŜƭƛǾŜǊȅ 

You are required to: 

i) Compute the customer level operating income of each of five retail customers by using the Cost 

Driver rates. 

ii) 9ȄŀƳƛƴŜ ǘƘŜ ǊŜǎǳƭǘǎ ǘƻ ƎƛǾŜ ȅƻǳǊ ŎƻƳƳŜƴǘǎ ƻƴ /ǳǎǘƻƳŜǊ Ψ5Ω ƛƴ ŎƻƳǇŀǊƛǎƻƴ ǿƛǘƘ /ǳǎǘƻƳŜǊ ϥ/ϥ 

and on Customer 'E' in comparison with Customer 'A'.  
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twh.[9a ς у Υ όa!¸ мф ς мл aŀǊƪǎύ 

abh [ǘŘΦ ƳŀƴǳŦŀŎǘǳǊŜǎ ǘǿƻ ǘȅǇŜǎ ƻŦ ŜǉǳƛǇƳŜƴǘ ! ŀƴŘ . ŀƴŘ ŀōǎƻǊōǎ ƻǾŜǊƘŜŀŘǎ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ 

ŘƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊǎΦ ¢ƘŜ ōǳŘƎŜǘŜŘ ƻǾŜǊƘŜŀŘǎ ŀƴŘ ŘƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊǎ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ aŀǊŎƘ нлмф 

ŀǊŜ  мрΣллΣллл ŀƴŘ нрΣллл ƘƻǳǊǎ ǊŜǎǇŜŎǝǾŜƭȅΦ ¢ƘŜ ƛƴŦƻǊƳŀǝƻƴ ŀōƻǳǘ ǘƘŜ ŎƻƳǇŀƴȅϥǎ ǇǊƻŘǳŎǘǎ ƛǎ ŀǎ 

ŦƻƭƭƻǿǎΥ 

tŀǊǝŎǳƭŀǊ 
9ǉǳƛǇƳŜƴǘ 

! . 

.ǳŘƎŜǘŜŘ tǊƻŘǳŎǝƻƴ оΣнлл ǳƴƛǘǎ оΣурл ǳƴƛǘǎ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ /ƻǎǘ  орл ǇŜǊ ǳƴƛǘ  плл ǇŜǊ ǳƴƛǘ 

5ƛǊŜŎǘ [ŀōƻǳǊ /ƻǎǘ   

!Υ о ƘƻǳǊǎ Ϫ  мнл ǇŜǊ ƘƻǳǊ  осл  

.Υ п ƘƻǳǊǎ Ϫ  мнл ǇŜǊ ƘƻǳǊ   пул 

Overheads of  15,00,000 can be identified with the following three major activities:  

Order Processing:  3,00,000 

Machine Processing:  10,00,000 

Product Inspection:  2,00,000 

These activities are driven by the number of orders processed, machine hours worked and 

inspection hours respectively. The data relevant to these activities is as follows: 

 hǊŘŜǊǎ ǇǊƻŎŜǎǎŜŘ aŀŎƘƛƴŜ ƘƻǳǊǎ ǿƻǊƪŜŘ LƴǎǇŜŎǝƻƴ ƘƻǳǊǎ 

!  плл ннΣрлл рΣллл 

. нлл нтΣрлл мрΣллл 

¢ƻǘŀƭ слл рлΣллл нлΣллл 

Required: 

(i) Prepare a statement showing the manufacturing cost per unit of each product using the 

absorption costing method assuming the budgeted manufacturing volume is attained. 

(ii) Determine cost driver rates and prepare a statement showing the manufacturing cost per unit of 

each product using activity based costing, assuming the budgeted manufacturing volume is 

attained. 

(iii) MNO Ltd.'s selling prices are based heavily on cost. By using direct labour hours as an application 

base, calculate the amount of cost distortion (under costed or over costed) for each equipment.  

 

twh.[9a ς ф Υ όbh± му ς мл aŀǊƪǎύ 

M/s. HMB Limited is producing a product in 10 batches each of 15000 units in a year and incurring 

following overheads their own: 

tŀǊǝŎǳƭŀǊ !Ƴƻǳƴǘ όύ 

aŀǘŜǊƛŀƭ ǇǊƻŎǳǊŜƳŜƴǘ ннΣрлΣллл 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
т
п 

aŀƛƴǘŜƴŀƴŎŜ мтΣолΣллл 

{ŜǘπǳǇ сΣупΣрлл 

vǳŀƭƛǘȅ ŎƻƴǘǊƻƭ рΣмпΣулл 

The prime costs for the year amounted to  3,01,39,000. 

The company is using currently the method of absorbing overheads on the basis of prime cost. Now 

it wants to shift to activity-based costing. Information relevant to Activity drivers for a year is as 

under: 

!ŎǝǾƛǘȅ 5ǊƛǾŜǊ !ŎǝǾƛǘȅ ±ƻƭǳƳŜ 

bƻΦ ƻŦ ǇǳǊŎƘŀǎŜ ƻǊŘŜǊǎ мрлл 

aŀƛƴǘŜƴŀƴŎŜ ƘƻǳǊǎ флул 

bƻΦ ƻŦ ǎŜǘπǳǇǎ ннрл 

bƻΦ ƻŦ ƛƴǎǇŜŎǝƻƴǎ нтмл 

The company has produced a batch of 15000 units and has incurred  26,38,700 and  3,75,200 on 

materials and wages respectively. 

The usages of activities of the said batch are as follows: 

aŀǘŜǊƛŀƭǎ ƻǊŘŜǊǎ пу ƻǊŘŜǊǎ 

aŀƛƴǘŜƴŀƴŎŜ ƘƻǳǊǎ умл ƘƻǳǊǎ 

bƻΦ ƻŦ ǎŜǘπǳǇǎ пл 

bƻΦ ƻŦ ƛƴǎǇŜŎǝƻƴǎ нр 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

όƛύ Find out cost of product per unit on absorption costing basis for the said batch. 

όƛƛύ Determine cost driver rate, total cost and cost per unit of output of the said batch on the basis 

of activity-based costing. 

 

twh.[9a ς мл Υ όa!¸ му ς мл aŀǊƪǎύ 

PQR Pens Ltd. manufactures two products - 'Gel Pen' and 'Ball Pen'. It furnishes the following data 

for the year 2017: 

tǊƻŘǳŎǘ 
!ƴƴǳŀƭ hǳǘǇǳǘ 

ό¦ƴƛǘǎύ 

¢ƻǘŀƭ aŀŎƘƛƴŜ 

IƻǳǊǎ 

¢ƻǘŀƭ ƴǳƳōŜǊ ƻŦ 

tǳǊŎƘŀǎŜ ƻǊŘŜǊǎ 

¢ƻǘŀƭ ƴǳƳōŜǊ ƻŦ 

ǎŜǘπǳǇǎ 

DŜƭ tŜƴ рΣрлл нпΣллл нпл ол 

.ŀƭƭ tŜƴ нпΣллл рпΣллл ппу рс 

The annual overheads are as under: 

tŀǊǝŎǳƭŀǊǎ ό ύ 

±ƻƭǳƳŜ ǊŜƭŀǘŜŘ ŀŎǝǾƛǘȅ Ŏƻǎǘǎ пΣтрΣлнл 

{Ŝǘ ǳǇ ǊŜƭŀǘŜŘ Ŏƻǎǘǎ рΣтфΣфуу 

tǳǊŎƘŀǎŜ ǊŜƭŀǘŜŘ Ŏƻǎǘǎ рΣлпΣффн 
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Calculate the overhead cost per unit of each Product - Gel Pen and Ball Pen on the basis of: 

(i) Traditional method of charging overheads 

(ii) Activity based costing method and 

(iii) Find out the difference in cost per unit between both the methods.  
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PROBLEM ς 11: (RTP NOV 23) 

L Limited manufactures three products P, Q and R which are similar in nature and are usually produced 

in production runs of 100 units. Product P and R require both machine hours and assembly hours, 

whereas product Q requires only machine hours. The overheads incurred by the company during the 

first quarter are as under: 

  

Machine Department expenses 18,48,000 

Assembly Department expenses 6,72,000 

Setup costs 90,000 

Stores receiving cost 1,20,000 

Order processing and dispatch 1,80,000 

Inspect and Quality control cost 36,000 

The data related to the three products during the period are as under: 

 P Q R 

Units produced and sold 15,000 12,000 18,000 

Machine hours worked 30,000 hrs. 48,000 hrs. 54,000 hrs. 

Assembly hours worked (direct labour hours) 15,000 hrs. - 27,000 hrs. 

/ǳǎǘƻƳŜǊǎΩ orders executed (in numbers) 1,250 1,000 1,500 

Number of requisitions raised on the stores 40 30 50 

Prepare a statement showing details of overhead costs allocated to each product type using activity-

based costing. 

 

PROBLEM ς 12 : (RTP MAY 23) 

Hygiene Care Ltd. is a manufacturer of a range of goods. The cost structure of its different products 

is as follows: 

Particulars Hand Wash Detergent Powder Dishwasher 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭǎ ό  κ tǳύ 150 120 120 

5ƛǊŜŎǘ [ŀōƻǳǊ Ϫ млκ ƘƻǳǊ ό  κ tǳύ 45 60 75 

tǊƻŘǳŎǘƛƻƴ hǾŜǊƘŜŀŘǎ ό  κ Pu) 40 50 40 

¢ƻǘŀƭ /ƻǎǘ ό  κ tǳύ 235 230 235 

Quantity Produced (Units) 30,000 60,000 90,000 

Hygiene Care Ltd. was absorbing overheads on the basis of direct labour hours. Management 

accountant has suggested that the company should introduce ABC system and has identified cost 

drivers and cost pools as follows: 

Activity Cost Pool Cost Driver Associated Cost 
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Goods Receiving Number of Dispatch Order 8,88,000 

Inspecting and Testing costs Number of Production Runs 26,82,000 

Dispatching Number of dispatch order 6,30,000 

Storage Cost Number of Batches of material 36,00,000 

The following information is also supplied: 

Details Hand Wash Detergent Powder Dishwasher 

Batches of material 720 780 900 

Number of dispatch order 360 540 600 

No. of Production Runs 1,500 2,100 2,400 

Number of Dispatch Orders 600 900 1,000 

Required: 

CALCULATE activity-based production cost of all the three products. 

 

PROBLEM ς 13: (RTP NOV 22 & MAY 22 ) 

The profit margin of BABY Hairclips Company were over 20% of sales producing BROWN and BLACK 

hairclips.  

During the last year, GREEN hairclips had been introduced at 10% premium in selling price after the 

introduction of YELLOW hairclips earlier five years back at 10/3% premium. However, the manager of 

the company is disheartened with the sales figure for the current financial year as followsΥ 

¢ǊŀŘƛǝƻƴŀƭ LƴŎƻƳŜ {ǘŀǘŜƳŜƴǘ         όƛƴ ύ 

 Brown Black Yellow Green Total 

Sales 1,50,00,000 1,20,00,000 27,90,000 3,30,000 3,01,20,000 

Material Costs 50,00,000 40,00,000 9,36,000 1,10,000 1,00,46,000 

Direct Labour 20,00,000 16,00,000 3,60,000 40,000 40,00,000 

Overhead (3 times of 

direct labour) 

60,00,000 48,00,000 10,80,000 1,20,000 1,20,00,000 

Total Operating Income 20,00,000 16,00,000 4,14,000 60,000 40,74,000 

Return on Sales (in %) 13.3% 13.3% 14.8% 18.2% 13.5% 

It is a known fact that customers are ready to pay premium amount for YELLOW and GREEN hairclips 

for their attractiveness; and the percentage returns are also high on new products. 

!ǘ ǇǊŜǎŜƴǘΣ ŀƭƭ ƻŦ ǘƘŜ tƭŀƴǘΩǎ ƛƴŘƛǊŜŎǘ ŜȄǇŜƴǎŜǎ ŀǊŜ ŀƭƭƻŎŀǘŜŘ ǘƻ ǘƘŜ ǇǊƻŘǳŎǘǎ ŀǘ о ǘƛƳŜǎ ƻŦ ǘƘŜ ŘƛǊŜŎǘ 

labour expenses. However, the manager is interested in allocating indirect expenses on the basis of 

activity cost to reveal real earner. He provides support expenses category-wise as follows: 

Support Expenses ό ύ 

Indirect Labour 40,00,000 
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Labour Incentives 32,00,000 

Computer Systems 20,00,000 

Machinery depreciation 16,00,000 

Machine maintenance 8,00,000 

Energy for machinery  4,00,000 

Total 1,20,00,000 

He provides following additional information for accomplishment of hisinterest: Incentives to be 

allocated @ 40% of labour expenses (both direct and indirect). 

Indirect labours are involved mainly in three activities. About half of indirect labour is involved in 

handling production runs. Another 40% is required just for the physical changeover from one color 

hairclip to another because YELLOW hairclips require substantial labour for preparing the machine as 

compared to other colour hairclips. Remaining 10% of the time is spend for maintaining records of 

the products in four parts. 

!ƴƻǘƘŜǊ ŀƳƻǳƴǘ ǎǇŜƴǘ ƻƴ ŎƻƳǇǳǘŜǊ ǎȅǎǘŜƳ ƻŦ  нлΣллΣллл ƛǎ ŦƻǊ ƳŀƛƴǘŜƴŀƴŎŜ ƻŦ ŘƻŎǳƳŜƴǘǎ ǊŜƭŀǘƛƴƎ 

to production runs and record keeping of the four products. In aggregate, approx.. 80% of the amount 

expend is involved in the production run activity and approx.. 20% is used to keep records of the 

products in four parts. 

Other overhead expenses i.e. machinery depreciation, machine maintenance and energy for 

machinery are incurred to supply machine capacity to produce all the hairclips (practical capability of 

20,000 hours). 

Activity Cost Drivers: 

Particulars Brown Black Yellow Green Total 

Sales Volume (units) 1,00,000 80,000 18,000 2,000 2,00,000 

{ŜƭƭƛƴƎ tǊƛŎŜ ό ύ 150 150 155 165 

aŀǘŜǊƛŀƭ Ŏƻǎǘ ό ύ 50 50 52 55 

Machine hours per unit (Hrs) 0.10 0.10 0.10 0.10 20,000 

Production runs 100 100 76 24 300 

Setup time per run (Hrs) 4 1 6 4  

You are required to ς 

(i) CALCULATE operating income and operating income as per percentage of sales using activity-

based costing system. 

(ii) STATE the reasons for different operating income under traditional income system and activity-

based costing system. 
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PROBLEM ς 14 : (RTP NOV 21) 

Family Store wants information about the profitability of individual product lines:  

Soft drinks, Fresh produce and packaged food. Family store provides the following data for the year 

2020-21 for each product line: 

tŀǊǝŎǳƭŀǊǎ {ƻƊ ŘǊƛƴƪǎ CǊŜǎƘ ǇǊƻŘǳŎŜ tŀŎƪŀƎŜŘ ŦƻƻŘ 

wŜǾŜƴǳŜǎ  офΣстΣрлл  мΣлрΣлоΣллл  слΣпфΣрлл 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ  олΣллΣллл  трΣллΣллл  прΣллΣллл 

/ƻǎǘ ƻŦ ōƻǧƭŜǎ ǊŜǘǳǊƴŜŘ  слΣллл  л  л 

bǳƳōŜǊ ƻŦ ǇǳǊŎƘŀǎŜ ƻǊŘŜǊǎ ǇƭŀŎŜŘ осл упл осл 

bǳƳōŜǊ ƻŦ ŘŜƭƛǾŜǊƛŜǎ ǊŜŎŜƛǾŜŘ олл нΣмфл ссл 

IƻǳǊǎ ƻŦ ǎƘŜƭŦπǎǘƻŎƪƛƴƎ ǝƳŜ рпл рΣплл нΣтлл 

LǘŜƳǎ ǎƻƭŘ мΣнсΣллл ммΣлпΣллл оΣлсΣллл 

Family store also provides the following information for the year 2020-21: 

!ŎǝǾƛǘȅ 5ŜǎŎǊƛǇǝƻƴ ƻŦ ŀŎǝǾƛǘȅ ¢ƻǘŀƭ /ƻǎǘ όύ /ƻǎǘπŀƭƭƻŎŀǝƻƴ ōŀǎŜ 

.ƻǧƭŜǎ ǊŜǘǳǊƴǎ wŜǘǳǊƴƛƴƎ ƻŦ ŜƳǇǘȅ ōƻǧƭŜǎ слΣллл 5ƛǊŜŎǘ ǘǊŀŎƛƴƎ ǘƻ ǎƻƊ 

ŘǊƛƴƪ ƭƛƴŜ 

hǊŘŜǊƛƴƎ tƭŀŎƛƴƎ ƻŦ ƻǊŘŜǊǎ ŦƻǊ ǇǳǊŎƘŀǎŜǎ тΣулΣллл мΣрсл ǇǳǊŎƘŀǎŜ 

ƻǊŘŜǊǎ 

5ŜƭƛǾŜǊȅ tƘȅǎƛŎŀƭ ŘŜƭƛǾŜǊȅ ŀƴŘ ǊŜŎŜƛǇǘ ƻŦ ƎƻƻŘǎ мнΣслΣллл оΣмрл ŘŜƭƛǾŜǊƛŜǎ 

{ƘŜƭŦ ǎǘƻŎƪƛƴƎ {ǘƻŎƪƛƴƎ ƻŦ ƎƻƻŘǎ ƻƴ ǎǘƻǊŜ ǎƘŜƭǾŜǎ ŀƴŘ 

ƻƴπ ƎƻƛƴƎ ǊŜǎǘƻŎƪƛƴƎ 

уΣспΣллл уΣспл ƘƻǳǊǎ ƻŦ ǎƘŜƭŦπ 

ǎǘƻŎƪƛƴƎ ǝƳŜ 

/ǳǎǘƻƳŜǊ {ǳǇǇƻǊǘ !ǎǎƛǎǘŀƴŎŜ ǇǊƻǾƛŘŜŘ ǘƻ ŎǳǎǘƻƳŜǊǎ 

ƛƴŎƭǳŘƛƴƎ ŎƘŜŎƪπƻǳǘ 

мрΣосΣллл мрΣосΣллл ƛǘŜƳǎ ǎƻƭŘ 

Required: 

i. Family store currently allocates support cost (all cost other than cost of goods sold) to product 

lines on the basis of cost of goods sold of each product line. CALCULATE the operating income 

and operating income as a % of revenues for each product line. 

ii. If Family Store allocates support costs (all costs other than cost of goods sold) to product lines 

using and activity-based costing system, CALCULATE the operating income and operating income 

as a % of revenues for each product line. 

 

twh.[9a ς мрΥ όw¢t a!¸ нмύ 

The following budgeted information relates to N Ltd. for the year 2021: 

  tǊƻŘǳŎǘǎ 

  ·  ̧ ½ 

tǊƻŘǳŎǝƻƴ ŀƴŘ {ŀƭŜǎ όǳƴƛǘǎύ мΣллΣллл улΣллл слΣллл 
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 όύ όύ όύ 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ фл мул мпл 

5ƛǊŜŎǘ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ рл фл фр 

  IƻǳǊǎ IƻǳǊǎ IƻǳǊǎ 

aŀŎƘƛƴŜ ŘŜǇŀǊǘƳŜƴǘ όƳŀŎƘƛƴŜ ƘƻǳǊǎ ǇŜǊ ǳƴƛǘύ о п р 

!ǎǎŜƳōƭȅ ŘŜǇŀǊǘƳŜƴǘ όŘƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊǎ ǇŜǊ ǳƴƛǘύ с п о 

The estimated overhead expenses for the year 2021 will be as below: 

Machine Department  73,60,000 

Assembly Department  55,00,000 

Overhead expenses are apportioned to the products on the following basis:  

Machine Department On the basis of machine hours 

Assembly Department On the basis of labour hours 

After a detailed study of the activities the following cost pools and their respective cost drivers are 

found: 

/ƻǎǘ tƻƻƭ !Ƴƻǳƴǘ ό ύ /ƻǎǘ 5ǊƛǾŜǊ vǳŀƴǝǘȅ 

aŀŎƘƛƴƛƴƎ ǎŜǊǾƛŎŜǎ спΣплΣллл aŀŎƘƛƴŜ ƘƻǳǊǎ фΣнлΣллл ƘƻǳǊǎ 

!ǎǎŜƳōƭȅ ǎŜǊǾƛŎŜǎ ппΣллΣллл 5ƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊǎ ммΣллΣллл ƘƻǳǊǎ 

{ŜǘπǳǇ Ŏƻǎǘǎ фΣллΣллл aŀŎƘƛƴŜ ǎŜǘπǳǇǎ фΣллл ǎŜǘπǳǇǎ 

hǊŘŜǊ ǇǊƻŎŜǎǎƛƴƎ тΣнлΣллл /ǳǎǘƻƳŜǊ ƻǊŘŜǊǎ тΣнлл ƻǊŘŜǊǎ 

tǳǊŎƘŀǎƛƴƎ пΣллΣллл tǳǊŎƘŀǎŜ ƻǊŘŜǊǎ улл ƻǊŘŜǊǎ 

As per an estimate the activities will be used by the three products: 

tŀǊǝŎǳƭŀǊǎ 
tǊƻŘǳŎǘǎ 

·  ̧ ½ 

aŀŎƘƛƴŜ ǎŜǘπǳǇǎ пΣрлл оΣллл мΣрлл 

/ǳǎǘƻƳŜǊ ƻǊŘŜǊǎ нΣнлл нΣплл нΣслл 

tǳǊŎƘŀǎŜ ƻǊŘŜǊǎ олл орл мрл 

 

PROBLEM ς 16: (RTP NOV 20) 

Y5 [ǘŘΦ ƛǎ ŦƻƭƭƻǿƛƴƎ !ŎǝǾƛǘȅ ōŀǎŜŘ ŎƻǎǝƴƎΦ .ǳŘƎŜǘŜŘ ƻǾŜǊƘŜŀŘǎΣ Ŏƻǎǘ ŘǊƛǾŜǊǎ ŀƴŘ ǾƻƭǳƳŜ ŀǊŜ ŀǎ 

ŦƻƭƭƻǿǎΥ 

/ƻǎǘ Ǉƻƻƭ .ǳŘƎŜǘŜŘ ƻǾŜǊƘŜŀŘǎ όύ /ƻǎǘ ŘǊƛǾŜǊ .ǳŘƎŜǘŜŘ ǾƻƭǳƳŜ 

aŀǘŜǊƛŀƭ ǇǊƻŎǳǊŜƳŜƴǘ муΣпнΣллл bƻΦ ƻǊ ƻǊŘŜǊǎ мΣнлл 

aŀǘŜǊƛŀƭ ƘŀƴŘƭƛƴƎ уΣрлΣллл bƻΦ ƻŦ ƳƻǾŜƳŜƴǘ мΣнпл 

aŀƛƴǘŜƴŀƴŎŜ нпΣрсΣллл aŀƛƴǘŜƴŀƴŎŜ ƘƻǳǊǎ мтΣррл 

{ŜǘπǳǇ фΣмнΣллл bƻΦ ƻŦ ǎŜǘπǳǇǎ мΣпрл 

vǳŀƭƛǘȅ ŎƻƴǘǊƻƭ пΣпнΣллл bƻΦ ƻŦ ƛƴǎǇŜŎǝƻƴ мΣунл 
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The company has produced a batch of 7,600 units, its material cost was  24,62,000 and wages 

4,68,500. Usage activities of the said batch are as follows: 

aŀǘŜǊƛŀƭ ƻǊŘŜǊǎ рс 

aŀǘŜǊƛŀƭ ƳƻǾŜƳŜƴǘǎ уп 

aŀƛƴǘŜƴŀƴŎŜ ƘƻǳǊǎ мΣпнл ƘƻǳǊǎ 

{ŜǘπǳǇǎ сл 

bƻΦ ƻŦ ƛƴǎǇŜŎǝƻƴǎ му 

wŜǉǳƛǊŜŘΥ 

¶ CALCULATE cost driver rates. 

¶ CALCULATE the total and unit cost for the batch. 

 

twh.[9a ς мтΥ όw¢t bh± ς мфύ 

SMP Pvt. Ltd. manufactures three products using three different machines. At present the 

overheads are charged to products using labour hours. The following statement for the month of 

September 2019, using the absorption costing method has been prepared: 

tŀǊǝŎǳƭŀǊǎ 

tǊƻŘǳŎǘ · 

όǳǎƛƴƎ 

ƳŀŎƘƛƴŜ !ύ 

tǊƻŘǳŎǘ ¸ 

όǳǎƛƴƎ 

ƳŀŎƘƛƴŜ .ύ 

tǊƻŘǳŎǘ ½ 

όǳǎƛƴƎ 

ƳŀŎƘƛƴŜ /ύ 

tǊƻŘǳŎǝƻƴ ǳƴƛǘǎ прΣллл рнΣрлл олΣллл 

aŀǘŜǊƛŀƭ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ орл псл пмл 

²ŀƎŜǎ ǇŜǊ ǳƴƛǘ Ϫ ул ǇŜǊ ƘƻǳǊ нпл плл рсл 

hǾŜǊƘŜŀŘ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ нпл плл рсл 

¢ƻǘŀƭ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ уол мΣнсл мΣрол 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ό ύ мΣлотΦрл мΣртр мΣфмнΦрл 

The following additional information is available relating to overhead cost drivers. 

/ƻǎǘ ŘǊƛǾŜǊ tǊƻŘǳŎǘ · tǊƻŘǳŎǘ ¸ tǊƻŘǳŎǘ ½ ¢ƻǘŀƭ 

bƻΦ ƻŦ ƳŀŎƘƛƴŜ ǎŜǘπǳǇǎ пл мсл плл слл 

bƻΦ ƻŦ ǇǳǊŎƘŀǎŜ ƻǊŘŜǊǎ плл улл мΣнлл нΣплл 

bƻΦ ƻŦ ŎǳǎǘƻƳŜǊǎ мΣллл нΣнлл пΣулл уΣллл 

Actual production and budgeted production for the month is same. Workers are paid at standard rate. 

Out of total overhead costs, 30% related to machine set-ups, 30% related to customer order processing 

and customer complaint management, while the balance proportion related to material ordering. 

Required: 

i. COMPUTE overhead cost per unit using activity based costing method. 

ii. DETERMINE the selling price of each product based on activity-based costing with the same 

profit mark-up on cost.  
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ANSWERS 

мΦ 

9ǎǝƳŀǝƻƴ ƻŦ /ƻǎǘπ5ǊƛǾŜǊ ǊŀǘŜ 

Activity Overhead cost Cost-driver level Cost driver rate 

ό ύ  ό ύ 

Machine processing 7,00,000 1,40,000 

Machine hours 

5 

Set up Costs 7,68,000 64 

Number of set up 

12,000 

Purchase related Costs 6,80,000 544 

Number of purchase 

order 

1250 

Cost Allocation under Activity based Costing 

 Express Coffee Instant Coffee 

ό ύ ό ύ 

Overhead Cost   

Machine processing (Cost Driver rate 

-  рύ όƻǊ нлΣлллΥмΣнлΣлллύ 

5 × 20,000 = 1,00,000 5 × 1,20,000 = 6,00,000 

Set up Costs (Cost Driver rate 

-  мнΣлллύύ όƻǊ нлΥппύ 

12,000 × 20 = 2,40,000 12,000 × 44 = 5,28,000 

Purchase related Costs (Cost Driver 

rate -  мнрлύ όƻǊ мслΥоупύ 

1,250 × 160 = 2,00,000 1,250 × 384 = 4,80,000 

Total overhead cost 5,40,000 16,08,000 

Overhead Cost per unit 

Per unit Overhead cost ό ύ ό ύ 

5,40,000 /5,000 108  

26.80 16,08,000/60,000 

 

нΦ 

{ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ά/ƻǎǘ ǇŜǊ ǳƴƛǘέ ǳǎƛƴƎ άŎƻƴǾŜƴǝƻƴŀƭ ƳŜǘƘƻŘέ 

Particulars of Costs AX BX CX 

ό ύ ό ύ ό ύ 

Direct Materials 35 25 45 

Direct Labour 20 18 30 

Production Overheads 60 45 75 

Cost per unit 115 88 150 
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{ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ ά/ƻǎǘ ǇŜǊ ǳƴƛǘ ǳǎƛƴƎ ά!ŎǘƛǾƛǘȅ .ŀǎŜŘ /ƻǎǘƛƴƎέ 

Products AX BX CX 

Production (units) 7,500 12,500 25,000 

 ό ύ ό ύ ό ύ 

Direct Materials 2,62,500 3,12,500 11,25,000 

Direct Labour 1,50,000 2,25,000 7,50,000 

Machine Related Costs 45,000 56,250 1,87,500 

 

Products AX BX CX 

Setup Costs 2,62,500 3,37,500 5,55,000 

Material handling Cost 1,50,000 2,10,000 5,06,250 

Inspection Costs 77,000 1,54,000 3,46,500 

Total Costs 9,47,000 12,95,250 34,70,250 

 126.267 103.62 138.81 

Working Notes: 

Calculation of Total Machine hours 

Particulars AX BX CX 

(A) Machine hours per unit 2 1.5 2.5 

(B) Production (units) 7,500 12,500 25,000 

(C) Total Machine hours (A× B) 15,000 18,750 62,500 

Total Machine hours = 96,250 

¢ƻǘŀƭ tǊƻŘǳŎǘƛƻƴ ƻǾŜǊƘŜŀŘǎ Ґ фсΣнрл Ҏ ол Ґ  нуΣутΣрлл 

Calculation of Cost Driver Rate 

Cost Pool % hǾŜǊƘŜŀŘǎ ό ύ Cost Driver  

(Basis) 

Cost Driver 

(Units) 

/ƻǎǘ 5ǊƛǾŜǊ wŀǘŜ ό ύ 

Set up 40 11,55,000 No of set ups 1,540 750 per set up 

Machine Operation 10 2,88,750 Machine hours 96,250 3 per machine 

hour 

Material Handling 30 8,66,250 No of material 

movement 

1,155 750 per material 

movement 

Inspection 20 5,77,500  No of inspection 1,500 385 per 

inspection 
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оΦ 

όŀύ {ǘŀǘŜƳŜƴǘ ƻŦ hǇŜǊŀǝƴƎ ƛƴŎƻƳŜ ŀƴŘ hǇŜǊŀǝƴƎ ƛƴŎƻƳŜ ŀǎ ŀ ǇŜǊŎŜƴǘŀƎŜ ƻŦ ǊŜǾŜƴǳŜǎ ŦƻǊ ŜŀŎƘ 

ǇǊƻŘǳŎǘ ƭƛƴŜ (When support costs are allocated to product lines on the basis of cost of goods 

sold of each product) 

 5ǊǳƎ ! ό ύ 5ǊǳƎ . ό ύ 5ǊǳƎ / ό ύ ¢ƻǘŀƭ ό ύ 

Revenues: (A) 74,50,000 1,11,75,000 1,86,25,000 3,72,50,000 

Cost of Goods sold 

(COGS): (B) 

41,44,500 68,16,750 1,20,63,750 2,30,25,000 

Support cost  

(40% of COGS): (C) 

(Refer working notes) 

16,57,800 27,26,700 48,25,500 92,10,000 

Total cost:  

(D) = {(B) + (C)} 

58,02,300 95,43,450 1,68,89,250 3,22,35,000 

Operating income: E = 

{(A)-(D)} 

16,47,700 16,31,550 17,35,750 50,15,000 

Operating income as a % 

of revenues:  

(E/A) × 100) 

22.12% 14.60% 9.32% 13.46% 

²ƻǊƪƛƴƎ ƴƻǘŜǎΥ 

мΦ Total support cost: 

 ό ύ 

Drug Licence Fee 5,00,000 

Ordering 8,30,000 

Delivery 18,20,000 

Shelf stocking 32,40,000 

Customer support 28,20,000 

Total support cost 92,10,000 

нΦ Percentage of support cost to cost of goods sold (COGS): 

Total Support Cost ÷ Total Cost of Goods Sold = 9210000 ÷ 23025000 = 40% 

Cost for each activity cost driver: 

Activity 

 

(1) 

¢ƻǘŀƭ Ŏƻǎǘ ό ύ 

(2) 

Cost allocation base 

 

(3) 

Cost driver rate 

 

(4) = [(2) ÷ (3)] 

Ordering 8,30,000 2,000 purchase orders  415 per purchase order 

Delivery 18,20,000 2,800 deliveries  650 per delivery 

Shelf-stocking 32,40,000 4,500 hours  720 per stocking hour 
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Customer support 28,20,000 4,70,000 units sold  6 per unit sold 

Statement of Operating income and Operating income as a percentage of revenues for each 

product line 

(When support costs are allocated to product lines using an activity-based costing system) 

 5ǊǳƎ ! ό ύ 5ǊǳƎ . ό ύ 5ǊǳƎ / ό ύ ¢ƻǘŀƭ ό ύ 

Revenues: (A) 74,50,000 1,11,75,000 1,86,25,000 3,72,50,000 

Cost & Goods sold 41,44,500 68,16,750 1,20,63,750 2,30,25,000 

Drug Licence Fee 1,00,000 1,50,000 2,50,000 5,00,000 

Ordering cost* (560:810:630) 2,32,400 3,36,150 2,61,450 8,30,000 

Delivery cost* (950:1000:850) 6,17,500 6,50,000 5,52,500 18,20,000 

Shelf stocking cost* (900:1250:2350) 6,48,000 9,00,000 16,92,000 32,40,000 

Customer Support cost* 

(175200:150300:144500) 

10,51,200 9,01,800 8,67,000 28,20,000 

Total cost: (B) 67,93,600 97,54,700 1,56,86,700 3,22,35,000 

Operating income C: {(A) - (B)} 6,56,400 14,20,300 29,38,300 50,15,000 

Operating income as a % of revenues 8.81% 12.71% 15.78% 13.46% 

* Refer to working note 3 

/ƻƳǇŀǊƛǎƻƴ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ƻǇŜǊŀǝƴƎ ƛƴŎƻƳŜ ŀǎ ǇŜǊ ǘƘŜ ǇŜǊŎŜƴǘŀƎŜ ό҈ύ ƻŦ ǊŜǾŜƴǳŜΥ 

όŀύ When support costs are allocated to product lines on the basis of cost of goods sold of 

each product 

 5ǊǳƎ ! ό ύ 5ǊǳƎ . ό ύ 5ǊǳƎ / ό ύ ¢ƻǘŀƭ ό ύ 

Operating income as a % of revenues 22.12% 14.60% 9.32% 13.46% 

On comparing the operating income as a % of revenue of each product, Drug A is the most 

profitable product line, though its revenue is least but with highest units sold. 

όōύ When support costs are allocated to product lines using an activity -based costing 

system 

 5ǊǳƎ ! ό ύ 5ǊǳƎ . ό ύ Drug C ό ύ ¢ƻǘŀƭ ό ύ 

Operating income as a % of 

revenues 

8.81% 12.71% 15.78% 13.46% 

On comparing the operating income as a % of revenue of each product, Drug C is the most 

profitable product line, though its unit sold is least but with highest revenue. 
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4. 

i. Statement of cost allocation to each product from each activity 

  Product 

  t ό ύ v ό ύ w ό ύ ¢ƻǘŀƭ ό ύ 

Direct Labour hours 

(Refer to working 

note) 

1,00,000 80,000 60,000 

2,40,000 (10,000 Labour 

ƘƻǳǊǎ Ҏ млύ 

(8,000 Labour 

ƘƻǳǊǎ Ҏ млύ 

(6,000 Labour 

ƘƻǳǊǎ Ҏ млύ 

Production runs 

(Refer to working 

note) 

60,000 54,000 48,000 

1,62,000 
(200 

Production 

Ǌǳƴǎ Ҏ  оллύ 

(180 Production 

Ǌǳƴǎ Ҏ  оллύ 

(160 

Production 

Ǌǳƴǎ Ҏ  оллύ 

Quality Inspections 

(Refer to working 

note) 

90,000 75,000 45,000 

2,10,000 
(3,000 

Inspections × 

30) 

(2,500 

Inspections × 

30) 

(1,500 

Inspections × 

30) 

Working note: 

Rate per unit of cost driver 

Direct Labour hours ό  оΣллΣлллκолΣллл [ŀōƻǳǊ ƘƻǳǊǎύ  10 per Labour hour 

Production runs ό  мΣулΣлллκслл tǊƻŘǳŎǘƛƻƴ Ǌǳƴǎύ  300 per Production run 

Quality Inspection ό  нΣплΣлллκуΣллл LƴǎǇŜŎǘƛƻƴǎύ  30 per Inspection 

ii. Computation of cost of unused capacity for each activity 

Particulars ό ύ 

5ƛǊŜŎǘ [ŀōƻǳǊ ƘƻǳǊǎ ώό  оΣллΣллл ς  нΣплΣлллύ ƻǊ όсΣллл Ȅ  млύϐ 60,000 

tǊƻŘǳŎǘƛƻƴ Ǌǳƴǎ ώό  1,80,000 ς  мΣснΣлллύ ƻǊ όсл Ȅ  оллύϐ 18,000 

vǳŀƭƛǘȅ LƴǎǇŜŎǘƛƻƴ ώό  нΣплΣллл ς  нΣмлΣлллύ ƻǊ όмΣллл Ȅ  олύϐ 30,000 

Total cost of unused capacity 1,08,000 

iii. /ƻǎǘ ǎƘŜŜǘ ŀƴŘ /ƻƳǇǳǘŀǘƛƻƴ ƻŦ {ŀƭŜǎ ǾŀƭǳŜ ǇŜǊ ǉǳŀǊǘŜǊ ƻŦ ǇǊƻŘǳŎǘ Ψ{Ω ǳǎƛƴƎ !./ system 

Particulars ό ύ 

мрлл ǳƴƛǘǎ ƻŦ ǇǊƻŘǳŎǘ Ψ{Ω ǘƻ ōŜ ŘŜƭƛǾŜǊŜŘ ǇŜǊ ǉǳŀǊǘŜǊ   

Lƴƛǘƛŀƭ ŘŜǎƛƎƴ Ŏƻǎǘ ǇŜǊ ǉǳŀǊǘŜǊ ό  олΣллл κ у ǉǳŀǊǘŜǊǎύ 3,750 

Direct Material Cost 18,000 

5ƛǊŜŎǘ [ŀōƻǳǊ /ƻǎǘ όмΣрлл [ŀōƻǳǊ ƘƻǳǊǎ Ȅ  млύ 15,000 

Direct Costs (A) 36,750 

Set up /ƻǎǘ όмр tǊƻŘǳŎǘƛƻƴ Ǌǳƴǎ Ҏ  оллύ 4,500 

LƴǎǇŜŎǘƛƻƴ /ƻǎǘ όнрл LƴǎǇŜŎǘƛƻƴǎ Ҏ  олύ 7,500 

Indirect Costs (B) 12,000 
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Total Cost (A + B) 48,750 

Add: Mark-up (20% on cost) 9,750 

Sale Value 58,500 

{ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ǳƴƛǘ Ψ{Ω ό  руΣрллκмрлл ǳƴƛǘǎύ 39 

 

рΦ 

Traditional Absorption Costing 

  X Y Z Total 

(a) Quantity (units) 1,200 1,440 1,968 4608 

όōύ 5ƛǊŜŎǘ ƭŀōƻǳǊ ǇŜǊ ǳƴƛǘ ό ύ 18 20 30 - 

(c)Direct labour hours (a × b)/ 4 5,400 7,200 14,760 27,360 

Overhead rate per direct labour hour: 

= Budgeted overheads /Budgeted labour hours 

Ґ ό  рлΣллл Ҍ  плΣллл Ҍ  нуΣнпл Ҍ  мΣнуΣлллύκ нтΣосл ƘƻǳǊǎ 

Ґ  нΣпсΣнплκнтΣосл ƘƻǳǊǎ 

Ґ  ф ǇŜǊ ŘƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊ 

Unit Costs: 

Particulars X Y Z 

Direct Costs:       

5ƛǊŜŎǘ [ŀōƻǳǊ ό ύ 18 20 30 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ ό ύ 90 84 176 

tǊƻŘǳŎǘƛƻƴ hǾŜǊƘŜŀŘΥ ό ύ 40.5 45 67.5 

  (9 x 18/4) (9 x 20/4) (9 x 30/4) 

¢ƻǘŀƭ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ 148.50 149 273.5 

Calculation of Cost-Driver level under Activity Based Costing 

Particulars X Y Z Total 

Quantity (units) 1,200 1,440 1,968 - 

No. of orders (to be rounded off for 

fraction) 

48  

(1200 / 25) 

58 

 (1440 / 25) 

79    

(1968 / 25) 

185 

No. of production runs 25  

(1200 / 48) 

30  

(1440 / 48) 

41    

(1968 / 48) 

96 

No. of Inspections (done for each 

production run) 

25 30 41 96 

Maintenance hours 1,600 1,600 3,200 6400 
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Calculation of Cost-Driver rate 

Activity 
Budgeted Cost 

ό ύ όŀύ 

Cost-driver level 

(b) 

/ƻǎǘ 5ǊƛǾŜǊ ǊŀǘŜ ό ύ όŎύ 

= (a) / (b) 

Material 50,000 185 270.27 

procurement Set-up 40,000 96 416.67 

Quality control 28,240 96 294.17 

Maintenance 1,28,000 6,400 20 

Calculation of total cost of products using Activity Based Costing 

Particulars 
Product 

· ό ύ ¸ ό ύ ½ ό ύ 

Direct Labour 18 20 30 

Direct Material 90 84 176 

Prime Cost per unit (A) 108 104 206 

Material procurement 
10.81 10.89 10.85 

ώόпу Ȅ нтлΦнтύκмнллϐ ώόру Ȅ нтлΦнтύκмпплϐ ώόтф Ȅ нтлΦнтύκмфсуϐ 

Set-up 
8.68 8.68 8.68 

[(25 x 416.67)/1200] [(30 x 416.67)/ 1440] [(41 x 416.67)/ 1968] 

Quality control 
6.13 6.13 6.13 

[(25 x 294.17)/1200] [(30 x 294.17)/ 1440] [(41 x 294.17)/ 1968] 

Maintenance 
26.67 22.22 32.52 

[(1,600 x 20)/1200] [(1,600 x 20)/ 1440] [(3,200 x 20)/ 1968] 

Overhead Cost per unit (B) 52.29 47.92 58.18 

Total Cost per unit (A + B) 160.29 151.92 264.18 

Note: Question may also be solved assuming no. of orders for material procurement to be 25 for 

each product. 

 

сΦ 

i) Calculation Cost-5ǊƛǾŜǊΩǎ ǊŀǘŜ 

Activity 
hǾŜǊƘŜŀŘ Ŏƻǎǘ ό ύ Cost-driver level /ƻǎǘ ŘǊƛǾŜǊ ǊŀǘŜ ό ύ 

(A) (B) (C) = (A)/(B) 

Ordering 
64,000 34 + 32 + 14 800 

   = 80 no. of purchase orders   

Delivery 
1,58,200 110 + 64 + 52 700 

  = 226 no. of deliveries   

Shelf stocking 
87,560 110 + 160 + 170 199 

  = 440 shelf stocking hours   
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ii) Calculation of total cost of products using Activity Based Costing  

Particulars 
Fruit Juices 

!ǇǇƭŜ ό ύ hǊŀƴƎŜ ό ύ Mixed CǊǳƛǘ ό ύ 

Material cost 
80,000 90,000 1,00,000 

όмлΣллл Ȅ  уύ όмрΣллл Ȅ  сύ όнлΣллл Ȅ  рύ 

Direct labour cost 
50,000 60,000 60,000 

όмлΣллл Ȅ  рύ όмрΣллл Ȅ  пύ όнлΣллл Ȅ  оύ 

Prime Cost (A) 1,30,000 1,50,000 1,60,000 

Ordering cost 
27,200 25,600 11,200 

(800 x 34) (800 x 32) (800 x 14) 

Delivery cost 
77,000 44,800 36,400 

(700 x 110) (700 x 64) (700 x 52) 

Shelf stocking cost 
21,890 31,840 33,830 

(199 x 110) (199 x 160) (199 x 170) 

Overhead Cost (B) 1,26,090 1,02,240 81,430 

Total Cost (A + B) 2,56,090 2,52,240 2,41,430 

 

тΦ 

Working note: 

(i) Computation of revenues (at listed price), discount, and cost of goods sold and customer level 

operating activities costs: 

Particular 
Customers 

A B C D E 

Cases sold: (a) 9,360 14,200 62,000 38,000 9,800 

wŜǾŜƴǳŜǎ όŀǘ ƭƛǎǘŜŘ ǇǊƛŎŜύ ό ύΥ 

όōύ ϑόŀύ Ҏ  рпύϒ 
5,05,440 7,66,800 33,48,000 20,52,000 5,29,200 

5ƛǎŎƻǳƴǘ ό ύΥ όŎύ ϑόŀύ Ҏ 

Discount per case} 

- 8,520 3,10,000 1,44,400 52,920 

 

(14,200 

ŎŀǎŜǎ Ҏ  

0.6) 

(62,000 

ŎŀǎŜǎ Ҏ  

5) 

(38,000 

ŎŀǎŜǎ Ҏ  

3.80) 

(9,800 

ŎŀǎŜǎ Ҏ  

5.40) 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ ό ύΥ όŘύ 

ϑόŀύ Ҏ  прϒ 
4,21,200 6,39,000 27,90,000 17,10,000 4,41,000 

Customer level operating activities costs 

hǊŘŜǊ ǘŀƪƛƴƎ Ŏƻǎǘǎ ό ύΥ όbƻΦ 

ƻŦ ǇǳǊŎƘŀǎŜ Ҏ  нллύ 
6,000 10,000 12,000 10,000 12,000 
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Customer visits costs       ό ύ 

όbƻΦ ƻŦ ŎǳǎǘƻƳŜǊ Ǿƛǎƛǘǎ Ҏ  

300) 

1,200 1,800 3,600 1,200 1,800 

Delivery vehicles travel costs 

ό ύ όYƳǎ ǘǊŀǾŜƭƭŜŘ ōȅ ŘŜƭƛǾŜǊȅ 

ǾŜƘƛŎƭŜǎ Ҏ  п ǇŜǊ ƪƳΦύ 

3,200 2,880 4,800 6,400 9,600 

tǊƻŘǳŎǘ ƘŀƴŘƭƛƴƎ Ŏƻǎǘǎ ό ύ 

ϑόŀύ Ҏ нϒ 18,720 28,400 1,24,000 76,000 19,600 

Cost of expediting deliveries 

ό ύ ϑbƻΦ ƻŦ ŜȄǇŜŘƛǘŜŘ 

ŘŜƭƛǾŜǊƛŜǎ Ҏ  мллϒ 

- - - - 200 

Total cost of customer level 

ƻǇŜǊŀǘƛƴƎ ŀŎǘƛǾƛǘƛŜǎ ό ύ 
29,120 43,080 1,44,400 93,600 43,200 

(ii) Computation of Customer level operating income 

Particular 
Customers 

! ό ύ . ό ύ / ό ύ 5 ό ύ 9 ό ύ 

Revenues (At list price) (Refer to 

working note) 
5,05,440 7,66,800 33,48,000 20,52,000 5,29,200 

Less: Discount (Refer to working 

note) - 8,520 3,10,000 1,44,400 52,920 

Revenue (At actual price) 5,05,440 7,58,280 30,38,000 19,07,600 4,76,280 

Less: Cost of goods sold (Refer to 

working note) 
4,21,200 6,39,000 27,90,000 17,10,000 4,41,000 

Gross margin 84,240 1,19,280 2,48,000 1,97,600 35,280 

Less: Customer level operating 

activities costs (Refer to working 

note) 

29,120 43,080 1,44,400 93,600 43,200 

Customer level operating income 55,120 76,200 1,03,600 1,04,000 (7,920) 

Comments 

Customer D in comparison with Customer C: Operating income of Customer D is more than of 

Customer C, despite having only 61.29% (38,000 ǳƴƛǘǎύ ƻŦ ǘƘŜ ǳƴƛǘΩǎ ǾƻƭǳƳŜ ǎƻƭŘ ƛƴ ŎƻƳǇŀǊƛǎƻƴ 

ǘƻ /ǳǎǘƻƳŜǊ / όснΣллл ǳƴƛǘǎύΦ /ǳǎǘƻƳŜǊ / ǊŜŎŜƛǾŜǎ ŀ ƘƛƎƘŜǊ ǇŜǊŎŜƴǘ ƻŦ ŘƛǎŎƻǳƴǘ ƛΦŜΦΣ фΦнс҈ ό  рύ 

ǿƘƛƭŜ /ǳǎǘƻƳŜǊ 5 ǊŜŎŜƛǾŜǎ ŀ ŘƛǎŎƻǳƴǘ ƻŦ тΦлп҈ ό  оΦулύΦ ¢ƘƻǳƎƘ ǘƘŜ ƎǊƻǎǎ ƳŀǊƎƛƴ ƻŦ ŎǳǎǘƻƳŜǊ / 

ό  нΣпуΣлллύ ƛǎ ƳƻǊŜ ǘƘŀƴ /ǳǎǘƻƳŜǊ 5 ό  мΣфтΣсллύ ōǳǘ ǘƻǘŀƭ Ŏƻǎǘ ƻŦ ŎǳǎǘƻƳŜǊ ƭŜǾŜƭ ƻǇŜǊŀǘƛƴƎ   

ŀŎǘƛǾƛǘƛŜǎ ƻŦ / ό  мΣппΣпллύ ƛǎ ƳƻǊŜ ƛƴ ŎƻƳǇŀǊƛǎƻƴ ǘƻ /ǳǎǘƻƳŜǊ 5 ό  фоΣсллύΦ !ǎ ŀ ǊŜǎǳƭǘΣ ƻǇŜǊŀǘƛƴƎ 

income is more in case of Customer D. 
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Customer E in comparison with Customer A: Customer E is not profitable while Customer A is 

ǇǊƻŦƛǘŀōƭŜΦ /ǳǎǘƻƳŜǊ 9 ǊŜŎŜƛǾŜǎ ŀ ŘƛǎŎƻǳƴǘ ƻŦ мл҈ ό  рΦпύ ǿƘƛƭŜ /ǳǎǘƻƳŜǊ ! ŘƻŜǎƴΩǘ ǊŜŎŜƛǾŜ ŀƴȅ 

discount. Sales Volume of Customer A and E is almost same. However, total cost of customer 

level operating actiǾƛǘƛŜǎ ƻŦ 9 ƛǎ ŦŀǊ ƳƻǊŜ ό  поΣнллύ ƛƴ ŎƻƳǇŀǊƛǎƻƴ ǘƻ /ǳǎǘƻƳŜǊ ! ό  нфΣмнлύΦ ¢Ƙƛǎ 

has resulted in occurrence of loss in case of Customer E. 

 

уΦ 

i) Overheads application base: Direct labour hours 

Particular 
Equipment Equipment 

! ό ύ . ό ύ 

Direct material cost 350 400 

Direct labour cost 360 480 

Overheads* 180 240 

Total 890 1120 

*Pre-determined rate = Budgeted overheads/Budgeted direct labour hours 

          Ґ  мрΣллΣлллκнрΣллл ƘƻǳǊǎ =  60 

ii) Estimation of Cost-Driver rate 

Activity hǾŜǊƘŜŀŘ Ŏƻǎǘ ό ύ Cost-driver level /ƻǎǘ ŘǊƛǾŜǊ ǊŀǘŜ ό ύ 

Order processing 3,00,000 600 Orders processed 500 

Machine processing 10,00,000 50,000 Machine hours 20 

Inspection 2,00,000 15,000 Inspection hours 10 

 

Particular 
Equipment Equipment 

! ό ύ . ό ύ 

Direct material cost 350 400 

Direct labour cost 360 480 

Prime Cost(A) 710 880 

Overhead Cost   

Order processing 400: 200 2,00,000 1,00,000 

Machine processing 22,500: 27,500 4,50,000 5,50,000 

Inspection 5,000: 15,000 50,000 1,50,000 

Total overhead cost 7,00,000 8,00,000 

(Overheads cost per unit for each overhead can also be calculated) 

Per unit cost ! ό ύ . ό ύ 

7,00,000 /3,200 (B)-A 218.75   

8,00,000/ 3,850 (B)-B   207.79 
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Unit manufacturing cost (A+B) 928.75 1,087.79 

iii) Calculation of Cost Distortion 

Particular 
Equipment Equipment 

! ό ύ . ό ύ 

Unit manufacturing cost-using direct labour 

hours as an application base 
890.00 1120.00 

Unit manufacturing cost-using activity-based 

costing 
928.75 1,087.79 

Cost distortion (38.75) 32.21 
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Working Note: 

Overhead Absorption Rate = 51,79,300/3,01,39,000 × 100 = 17.18% 

Cost of Product Under Absorption Costing 

Item of Cost !Ƴƻǳƴǘ ό ύ 

Material 26,38,700 

Wages 3,75,200 

Prime Cost 30,13,900 

Overheads: 51,79,300 × 3,01,39,000/30,13,900 5,17,930 

Total Cost 35,31,830 

Units 15,000 

Cost per unit 235.46 

Cost driver rate, total cost and cost per unit on the basis of activity-based costing method 

Absorption Costing. 

Calculation of Cost Driver rate: 

Activity ό ύ Activity Volume Cost Driver Rate 

Material Procurement 22,50,000 1500 1500 

Maintenance 17,30,000 9080 190.53 

Setup 6,84,500 2250 304.22 

Quality Control 5,14,800 2710 189.96 

Calculation of total Cost and cost per unit: 

Item of Cost !Ƴƻǳƴǘ ό ύ 

Material 26,38,700 

Wages 3,75,200 

Prime Cost 30,13,900 

Material Purchase (22,50,000/1500 × 48) 72,000 
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Maintenance (17,30,000/9080 × 810) 1,54,328 

Setup (6,84,500/2250 × 40)  12,169 

Quality Control (5,14,800/2710 x 25)  4,749 

Total Cost 32,57,146 

Unit 15,000 

Cost per unit 217.14 

 

млΦ 

Statement Showing hǾŜǊƘŜŀŘ /ƻǎǘ ǇŜǊ ǳƴƛǘ ά¢ǊŀŘƛǘƛƻƴŀƭ aŜǘƘƻŘέ 

Particulars DŜƭ tŜƴ ό ύ .ŀƭƭ tŜƴ ό ύ 

Units 5,500 24,000 

hǾŜǊƘŜŀŘǎ ό ύ όwŜŦŜǊ ǘƻ ²ΦbΦύ 4,80,000 10,80,000 

(20 x 24,000 hrs.) (20 x 54,000 hrs.) 

hǾŜǊƘŜŀŘ wŀǘŜ ǇŜǊ ǳƴƛǘ ό ύ 87.27 45 

ό  пΣулΣллл κ рΣрлл ǳƴƛǘǎύ ό  млΣулΣллл κнпΣллл ǳƴƛǘǎύ 

Working Notes: 

Overhead Rate per Machine Hour 

= Total Overhead incurred by the Company/Total Machine Hours 

Ґ  пΣтрΣлнл Ҍ рΣтфΣфуу Ҍ рΣлпΣффнκнпΣллл ƘƻǳǊǎ Ҍ рпΣллл ƘƻǳǊǎ 

Ґ мрΣслΣлллκтуΣллл ƘƻǳǊǎ 

Ґ  нл ǇŜǊ ƳŀŎƘƛƴŜ ƘƻǳǊ 

Statement {ƘƻǿƛƴƎ ά!ŎǘƛǾƛǘȅ .ŀǎŜŘ hǾŜǊƘŜŀŘ /ƻǎǘέ 

Activity Cost Pool Cost Driver Ratio Total 

!Ƴƻǳƴǘ ό ύ 

DŜƭ tŜƴ ό ύ .ŀƭƭ tŜƴ ό ύ 

Volume Related 

Activity Costs 

Machine hours 24:54:00 4,75,020 1,46,160 3,28,860 

Setup Related Costs No. of Setups 30:56:00 5,79,988 2,02,321 3,77,667 

Purchase Related 

Costs 

No. of Purchase 

Orders 

240:448 5,04,992 1,76,160 3,28,832 

Total Cost       5,24,641 10,35,359 

Output (units)       5,500 24,000 

Unit Cost (Overheads)       95.39 43.13 
 

Particulars DŜƭ tŜƴ ό ύ .ŀƭƭ tŜƴ ό ύ 

hǾŜǊƘŜŀŘǎ /ƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ ό¢ǊŀŘƛǘƛƻƴŀƭ aŜǘƘƻŘύ 87.27 45 

hǾŜǊƘŜŀŘǎ /ƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ ό!./ύ 95.39 43.13 

Difference per unit (8.12) 1.87 
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(Volume related activity cost, set up related costs and purchase related cost can also be calculated 

under Activity Base Costing using Cost driver rate. However, there will be no changes in the final 

answer.) 
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1. /ŀƭŎǳƭŀǘƛƻƴ ƻŦ ά!ŎǘƛǾƛǘȅ wŀǘŜέ 

Cost Pool /ƻǎǘ ό ύ 

[A] 

Cost Driver 

[B] 

Cost Driver 

wŀǘŜ ό ύ 

[C] = [A]÷[B] 

Machine Department Expenses 18,48,000 Machine Hours  

(1,32,000 hrs.) 

14.00 

Assembly Department Expenses 6,72,000 Assembly Hours  

(42,000 hrs.) 

16.00 

Setup Cost 90,000 No. of Production Runs 

(450*) 

200.00 

Stores Receiving Cost 1,20,000 No. of Requisitions Raised 

on the Stores (120) 

1,000.00 

Order Processing and Dispatch 1,80,000 No. of Customers Orders 

Executed (3,750) 

48.00 

Inspection and Quality Control Cost 36,000 No. of Production Runs 

(450*) 

80.00 

¢ƻǘŀƭ ό ύ 29,46,000   

*Number of Production Run is 450 (150 + 120 + 180) 

{ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ άhǾŜǊƘŜŀŘǎ !ƭƭƻŎŀǝƻƴέ 

Particulars of Cost Cost Driver P Q R Total 

Machine Department 

Expenses 

Machine Hours 4,20,000 

(30,000 × 

14) 

6,72,000 

(48,000 

× 14) 

7,56,000 

(54,000 × 

14) 

18,48,000 

Assembly Department 

Expenses 

Assembly Hours 2,40,000 

(15,000 × 

--- 4,32,000 

(27,000 × 

6,72,000 

  16)  16)  

Setup Cost No. of 

Production Runs 

30,000 

(150 × 

200) 

24,000 

(120 × 

200) 

36,000 

(180 × 

200) 

90,000 

Stores Receiving Cost No. of 

Requisitions 

40,000 

(40 

30,000 

(30 

50,000 

(50 

1,20,000 
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Raised on the 

Stores 

× 1,000) × 1,000) × 1,000) 

Order Processing and 

Dispatch 

No. of Customers 

Orders Executed 

60,000 

(1,250 × 

48,000 

(1,000 × 

72,000 

(1,500 × 

1,80,000 

  48) 48) 48)  

Inspection and Quality 

Control Cost 

No. of 

Production Runs 

12,000 

(150 × 

80) 

9,600 

(120 × 

80) 

14,400 

(180 × 

80) 

36,000 

hǾŜǊƘŜŀŘ ό ύ  8,02,000 7,83,600 13,60,400 29,46,000 
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1. The Total Production Overhead are  78,00,000 

Items Labour Hour Overheads allocation on the 

ōŀǎƛǎ ƻŦ ŘƛǊŜŎǘ [ŀōƻǳǊ IƻǳǊ ό ύ 

Labour Hour Ratio (4.5:6:7.5)  

Hand Wash 1,35,000 9,00,000 

Detergent Powder 3,60,000 24,00,000 

Dishwasher 6,75,000 45,00,000 

Total 11,70,000 78,00,000 

2. On the basis of ABC analysis this amount will be apportioned as follows: Statement Showing 

"Activity Based Production Cost" 

Activity Cost Pool Cost Driver Ratio Total 

Amount 

ό ύ 

Hand Wash 

ό ύ 

Detergent 

Powder 

ό ύ 

Dishwas 

ƘŜǊ ό ύ 

Goods Receiving Dispatch 

order 

06:09:10 8,88,000 2,13,120 3,19,680 3,55,200 

Inspecting and Testing 

costs 

Production 

Runs 

05:07:08 26,82,000 6,70,500 9,38,700 10,72,800 

Dispatching Dispatch 

Order 

06:09:10 6,30,000 1,51,200 2,26,800 2,52,000 

Storage Cost Batches of 

material 

12:13:15 36,00,000 10,80,000 11,70,000 13,50,000 

Total Activity Cost    21,14,820 26,55,180 30,30,000 

Quantity Produces    30,000 60,000 90,000 

Unit Cost (Overheads)    70.49 44.25 33.67 

Add: Conversion Cost 

(Material + Labour) 

    

195 

 

180 

 

195 
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Total    265.49 224.25 228.67 

Note: This question can also be solved by using cost driver rate 

 

моΦ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ƻǇŜǊŀǝƴƎ ƛƴŎƻƳŜ ǳǎƛƴƎ !ŎǝǾƛǘȅ .ŀǎŜŘ /ƻǎǝƴƎ 

Calculation of Cost-Driver rate 

Activity Overhead 

cost 

Allocation Overhead 

cost 

Cost-driver 

level 

Cost driver 

rate 

ό ύ  ό ύ  ό ύ 

Indirect labour + 40% 

for incentives 

56,00,000 50% 28,00,000 300 

Production runs 

9,333.33 

40% 22,40,000 1052* 

Setup hours 

2,129.28 

10% 5,60,000 4 

Number of 

parts 

1,40,000 

Computer Systems 20,00,000 80% 16,00,000 300 

Production runs 

5,333.33 

20% 4,00,000 4 

Number of 

parts 

1,00,000 

Machinery 

depreciation 

16,00,000 100% 16,00,000 20,000 

Machine hours 

80 

Machine Maintenance 8,00,000 100% 8,00,000 20,000 

Machine hours 

40 

Energy for Machinery 4,00,000 100% 4,00,000 20,000 

Machine hours 

20 

* (100 x 4) + (100 x 1) + (76 x 6) + (24 x 4) 

= (400 + 100 + 456 + 96) 

= 1052 setup hours 

Activity Based Costing 

 Brown Black Red Green Total 

Quantity (units) 1,00,000 80,000 18,000 2,000 2,00,000 

 ό ύ ό ύ ό ύ ό ύ ό ύ 

Sales 1,50,00,000 1,20,00,000 27,90,000 3,30,000 3,01,20,000 

Less: Material Costs 50,00,000 40,00,000 9,36,000 1,10,000 1,00,46,000 
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Less: Direct labour 20,00,000 16,00,000 3,60,000 40,000 40,00,000 

Less: 40% incentives on 

direct labour 

8,00,000 6,40,000 1,44,000 16,000 16,00,000 

(A) 72,00,000 57,60,000 13,50,000 1,64,000 1,44,74,000 

Overheads      

Indirect labour + 

incentives 

     

- 50% based on 

Production runs 

9,33,333 

(9,333.33 x 

100) 

9,33,333 

(9,333.33 x 

100) 

7,09,334 

(9,333.33 x 

76) 

2,24,000 

(9,333.33 

x 24) 

28,00,000 

- 40% based on Setup 

hours 

8,51,711 

(2,129.28 x 

400) 

2,12,928 

(2,129.28 x 

100) 

9,70,951 

(2,129.28 x 

456) 

2,04,410 

(2,129.28 

x 96) 

22,40,000 

- 10% based on 

number of parts 

1,40,000 

(1,40,000 x 1) 

1,40,000 1,40,000 1,40,000 5,60,000 

Computer Systems      

- 80% based 

on Production runs 

5,33,333 

(5,333.33 x 

100) 

5,33,333 

(5,333.33 x 

100) 

4,05,334 

(5,333.33 x 

76) 

1,28,000 

(5,333.33 

x 24) 

16,00,000 

- 20% based 

on number of parts 

1,00,000 

(1,00,000 x 1) 

1,00,000 1,00,000 1,00,000 4,00,000 

Machinery 

depreciation 

8,00,000 

(80 x 0.1 x 

1,00,000) 

6,40,000 

(80 x 0.1 x 

80,000) 

1,44,000 

(80 x 0.1 x 

18,000) 

16,000 

(80 x 0.1 x 

2,000) 

16,00,000 

Machine Maintenance 4,00,000 

(40 x 0.1 x 

1,00,000) 

3,20,000 

(40 x 0.1 x 

80,000) 

72,000 

(40 x 0.1 x 

18,000) 

8,000 

(40 x 0.1 x 

2,000) 

8,00,000 

Energy for Machinery 2,00,000 

(20 x 0.1 x 

1,00,000) 

1,60,000 

(20 x 0.1 x 

80,000) 

36,000 

(20 x 0.1 x 

18,000) 

4,000 

(20 x 0.1 x 

2,000) 

4,00,000 

Total Overheads (B) 39,58,377 30,39,594 25,77,619 8,24,410 1,04,00,000 

Operating Income (A-

B) 

32,41,623 27,20,406 (12,27,619) (6,60,410) 40,74,000 

Return on Sales (%) 21.61 22.67 (44.00) (200.12) 13.53 

The difference in the operating income under the two systems is due to the differences in the 

overheads borne by each of the products. The Activity Based Costs appear to be more accurate. 
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Working notes: 

1. Total support cost: 

Particulars ό ύ 

Bottles returns 60,000 

Ordering 7,80,000 

Delivery 12,60,000 

Shelf stocking 8,64,000 

Customer support 15,36,000 

Total support cost 45,00,000 

2. Percentage of support cost to cost of goods sold (COGS): 

      = Total support cost/Total cost of goods sold x 100 

      Ґ  прΣллΣлллκ  мΣрлΣллΣллл Ҏ млл Ґ ол҈ 

3. Cost for each activity cost driver: 

Activity 

(1) 

Total cost 

ό ύ 

Cost allocation base 

(3) 

Cost driver rate  

(4) = [(2) ÷ (3)] 

Ordering 7,80,000 1,560 purchase orders  500 per purchase order 

Delivery 12,60,000 3,150 deliveries  400 per delivery 

Shelf-stocking 8,64,000 8,640 hours  100 per stocking hour 

Customer support 15,36,000 15,36,000 items sold  1 per item sold 

(i) Statement of Operating income and Operating income as a percentage of revenues for 

each product line 

(When support costs are allocated to product lines on the basis of cost of goods sold of 

each product) 

 Soft 

5Ǌƛƴƪǎ ό ύ 

Fresh 

tǊƻŘǳŎŜ ό ύ 

Packaged 

CƻƻŘǎ ό ύ 

¢ƻǘŀƭ ό ύ 

Revenues: (A) 39,67,500 1,05,03,000 60,49,500 2,05,20,000 

Cost of Goods sold (COGS): 

(B) 

30,00,000 75,00,000 45,00,000 1,50,00,000 

Support cost (30% of COGS): 

(C) (Refer working notes) 

9,00,000 22,50,000 13,50,000 45,00,000 

Total cost: (D) = {(B) + (C)} 39,00,000 97,50,000 58,50,000 1,95,00,000 

Operating income: (E) = {(A)-

(D)} 

67,500 7,53,000 1,99,500 10,20,000 
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Operating income as a 

percentage of revenues: (F)= 

{(E)/(A) × 100} 

1.70% 7.17% 3.30% 4.97% 

(ii) Statement of Operating income and Operating income as a percentage of revenues for 

each product line 

(When support costs are allocated to product lines using an activity -based costing 

system) 

 {ƻŦǘ ŘǊƛƴƪǎ ό ύ CǊŜǎƘ tǊƻŘǳŎŜ ό ύ tŀŎƪŀƎŜŘ CƻƻŘ ό ύ ¢ƻǘŀƭ ό ύ 

Revenues: (A) 39,67,500 1,05,03,000 60,49,500 2,05,20,000 

Cost & Goods sold 30,00,000 75,00,000 45,00,000 1,50,00,000 

Bottle return costs 60,000 0 0 60,000 

Ordering cost* 

(360:840:360) 

1,80,000 4,20,000 1,80,000 7,80,000 

Delivery cost* 

(300:2,190:660) 

1,20,000 8,76,000 2,64,000 12,60,000 

Shelf stocking 

cost* 

(540:5,400:2,700) 

54,000 5,40,000 2,70,000 8,64,000 

Customer Support 

cost* 

(1,26,000:11,04,00 

0:3,06,000) 

1,26,000 11,04,000 3,06,000 15,36,000 

Total cost: (B) 35,40,000 1,04,40,000 55,20,000 1,95,00,000 

Operating income: 

(C) = {(A)- (B)} 

4,27,500 63,000 5,29,500 10,20,000 

Operating income 

as a % of 

revenues: (D) = 

{(C)/(A) × 100} 

10.78% 0.60% 8.75% 4.97% 

*Refer to working note 3 
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1.  

i) Profit Statement using Absorption costing method: 

Particulars 
Product 

Total 
X Y Z 
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Sales Quantity 1,00,000 80,000 60,000 2,40,000 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ό ύ 90 180 140   

{ŀƭŜǎ ±ŀƭǳŜ ό ύ ώ!Ҏ.ϐ 90,00,000 1,44,00,000 84,00,000 3,18,00,000 

5ƛǊŜŎǘ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ 50 90 95   

5ƛǊŜŎǘ /ƻǎǘ ό ύ ώ!Ҏ5ϐ 50,00,000 72,00,000 57,00,000 1,79,00,000 

Overheads:     

aŀŎƘƛƴŜ ŘŜǇŀǊǘƳŜƴǘ ό ύ  

(Working note-1) 
24,00,000 25,60,000 24,00,000 73,60,000 

!ǎǎŜƳōƭȅ 5ŜǇŀǊǘƳŜƴǘ ό ύ  

(Working note-1) 
30,00,000 16,00,000 9,00,000 55,00,000 

¢ƻǘŀƭ /ƻǎǘ ό ύ ώ9ҌCϐ 1,04,00,000 1,13,60,000 90,00,000 3,07,60,000 

tǊƻŦƛǘ ό ύ ό/-G) -14,00,000 30,40,000 -6,00,000 10,40,000 

ii) Profit Statement using Activity based costing (ABC) method: 

Particulars 
Product 

Total 
X Y Z 

Sales Quantity 1,00,000 80,000 60,000 2,40,000 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘό ύ 90 180 140   

{ŀƭŜǎ ±ŀƭǳŜ ό ύ ώ!Ҏ.ϐ 90,00,000 1,44,00,000 84,00,000 3,18,00,000 

5ƛǊŜŎǘ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ 50 90 95   

5ƛǊŜŎǘ /ƻǎǘ ό ύ ώ!Ҏ5ϐ 50,00,000 72,00,000 57,00,000 1,79,00,000 

Overheads:         

(Refer working note-3)         

aŀŎƘƛƴƛƴƎ ǎŜǊǾƛŎŜǎ ό ύ 21,00,000 22,40,000 21,00,000 64,40,000 

!ǎǎŜƳōƭȅ ǎŜǊǾƛŎŜǎ ό ύ 24,00,000 12,80,000 7,20,000 44,00,000 

Set-ǳǇ Ŏƻǎǘǎ ό ύ 4,50,000 3,00,000 1,50,000 9,00,000 

hǊŘŜǊ ǇǊƻŎŜǎǎƛƴƎ ό ύ 2,20,000 2,40,000 2,60,000 7,20,000 

tǳǊŎƘŀǎƛƴƎ ό ύ 1,50,000 1,75,000 75,000 4,00,000 

¢ƻǘŀƭ /ƻǎǘ ό ύ ώ9ҌCϐ 1,03,20,000 1,14,35,000 90,05,000 3,07,60,000 

tǊƻŦƛǘ ό ύ ό/-G) -13,20,000 29,65,000 -6,05,000 10,40,000 

Working Notes: 1. 

Particulars 
Products 

Total 
X Y Z 

A. Production (units) 1,00,000 80,000 60,000   

B. Machine hours per unit 3 4 5   

C. Total Machine hours [A×B] 3,00,000 3,20,000 3,00,000 9,20,000 

5Φ wŀǘŜ ǇŜǊ ƘƻǳǊ ό ύ 8 8 8   



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
м
л
м 

E. Machine Dept. cost [C×D] 24,00,000 25,60,000 24,00,000 73,60,000 

F. Labour hours per unit 6 4 3   

G. Total labour hours [A×F] 6,00,000 3,20,000 1,80,000 11,00,000 

IΦ wŀǘŜ ǇŜǊ ƘƻǳǊ ό ύ 5 5 5   

I. Assembly Dept. cost [G×H] 30,00,000 16,00,000 9,00,000 55,00,000 

aŀŎƘƛƴŜ ƘƻǳǊ ǊŀǘŜ Ґ  тоΣслΣлллκфΣнлΣлллƘƻǳǊǎ Ґ  8 

[ŀōƻǳǊ ƘƻǳǊ ǊŀǘŜ Ґ  ррΣллΣлллκммΣллΣлллƘƻǳǊǎ Ґ  р 

2. Calculation of cost driver rate 

Cost Pool Amount ό ύ Cost Driver Quantity 5ǊƛǾŜǊ ǊŀǘŜ ό ύ 

Machining services 64,40,000 Machine hours 9,20,000 hours 7 

Assembly services 44,00,000 Direct labour hours 11,00,000 hours 4 

Set-up costs 9,00,000 Machine set-ups 9,000 set-ups 100 

Order processing 7,20,000 Customer orders 7,200 orders 100 

Purchasing 4,00,000 Purchase orders 800 orders 500 

3. Calculation of activity-wise cost 

Particulars Products Total 

X Y Z 

A. Machining hours (Refer Working note-

1) 

3,00,000 3,20,000 3,00,000 9,20,000 

B. Machine hour ǊŀǘŜ ό ύ όwŜŦŜǊ ²ƻǊƪƛƴƎ 

note-2) 

7 7 7   

/Φ aŀŎƘƛƴƛƴƎ ǎŜǊǾƛŎŜǎ Ŏƻǎǘ ό ύ ώ!Ҏ.ϐ 21,00,000 22,40,000 21,00,000 64,40,000 

D. Labour hours (Refer Working note-1) 6,00,000 3,20,000 1,80,000 11,00,000 

9Φ [ŀōƻǳǊ ƘƻǳǊ ǊŀǘŜ ό ύ όwŜŦŜǊ ²ƻǊƪƛƴƎ 

note-2) 

4 4 4   

F. !ǎǎŜƳōƭȅ ǎŜǊǾƛŎŜǎ Ŏƻǎǘ ό ύ ώ5Ҏ9ϐ 24,00,000 12,80,000 7,20,000 44,00,000 

G. Machine set-ups 4,500 3,000 1,500 9,000 

H. Rate per set-ǳǇ ό ύ όwŜŦŜǊ ²ƻǊƪƛƴƎ 

note-2) 

100 100 100   

I. Set-ǳǇ Ŏƻǎǘ ό ύ ώDҎIϐ 4,50,000 3,00,000 1,50,000 9,00,000 

J. Customer orders 2,200 2,400 2,600 7,200 

YΦ wŀǘŜ ǇŜǊ ƻǊŘŜǊ ό ύ όwŜŦŜǊ ²ƻǊƪƛƴƎ ƴƻǘŜ-

2) 

100 100 100   

[Φ hǊŘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ό ύ ώWҎYϐ 2,20,000 2,40,000 2,60,000 7,20,000 

M. Purchase orders 300 350 150 800 
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bΦ wŀǘŜ ǇŜǊ ƻǊŘŜǊ ό ύ όwŜŦŜǊ ²ƻǊƪƛƴƎ 

note-2) 

500 500 500   

hΦ tǳǊŎƘŀǎƛƴƎ Ŏƻǎǘ ό ύ ώaҎbϐ 1,50,000 1,75,000 75,000 4,00,000 

 

16. 

Calculation of cost driver rate: 

/ƻǎǘ Ǉƻƻƭ ό ύ .ǳŘƎŜǘŜŘ ƻǾŜǊƘŜŀŘǎ ό ύ Cost driver /ƻǎǘ ŘǊƛǾŜǊ ǊŀǘŜ ό ύ 

Material procurement 18,42,000 1,200 1,535.00 

Material handling 8,50,000 1,240 685.48 

Maintenance 24,56,000 17,550 139.94 

Set-up 9,12,000 1,450 628.97 

Quality control 4,42,000 1,820 242.86 

Calculation of cost for the batch: 

Particulars !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

Material cost   24,62,000.00 

Wages   4,68,500.00 

Overheads:     

aŀǘŜǊƛŀƭ ǇǊƻŎǳǊŜƳŜƴǘ ό  мΣрор Ҏ рс ƻǊŘŜǊǎύ 85,960.00   

aŀǘŜǊƛŀƭ ƘŀƴŘƭƛƴƎ ό  сурΦпуҎуп ƳƻǾŜƳŜƴǘǎύ 57,580.32   

aŀƛƴǘŜƴŀƴŎŜ ό  мофΦфпҎмΣпнл ƘƻǳǊǎύ 1,98,714.80   

Set-ǳǇ ό  снуΦфтҎсл ǎŜǘ-ups) 37,738.20   

vǳŀƭƛǘȅ ŎƻƴǘǊƻƭ ό  нпнΦусҎму ƛƴǎǇŜŎǘƛƻƴǎύ 4,371.48 3,84,364.80 

Total Cost   33,14,864.80 

No. of units   7,600 

Cost per units   436.17 

 

мтΦ 

Workings: 

Total labour hours and overhead cost: 

Particulars Product X Product Y Product Z Total 

Production units 45,000 52,500 30,000 1,27,500 

Hour per unit 3 5 7   

Total hours 1,35,000 2,62,500 2,10,000 6,07,500 

Rate per hour       80.00 

Total overhead       4,86,00,000 
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Cost per activity and driver 

Activity 
Machine  

Set-up 

Customer order 

processing 

Customer 

complaint 

management 

Total 

¢ƻǘŀƭ ƻǾŜǊƘŜŀŘ ό ύ 1,45,80,000 1,45,80,000 1,94,40,000 4,86,00,000 

No. of drivers 600 2,400 8,000   

/ƻǎǘ ǇŜǊ ŘǊƛǾŜǊ ό ύ 24,300 6,075 2,430   

Computation of Overhead cost per unit: 

Particulars Product X Product Y Product Z 

No. of machine set-ups 40 160 400 

Cost per ŘǊƛǾŜǊ ό ύ 24,300 24,300 24,300 

Total Machine set-ǳǇ Ŏƻǎǘ ό ύ ώ!ϐ 9,72,000 38,88,000 97,20,000 

No. of purchase orders 400 800 1,200 

/ƻǎǘ ǇŜǊ ŘǊƛǾŜǊ ό ύ 6,075 6,075 6,075 

¢ƻǘŀƭ ƻǊŘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ό ύ ώ.ϐ 24,30,000 48,60,000 72,90,000 

No. of customers 1,000 2,200 4,800 

/ƻǎǘ ǇŜǊ ŘǊƛǾŜǊ ό ύ 2,430 2,430 2,430 

¢ƻǘŀƭ ŎǳǎǘƻƳŜǊ ŎƻƳǇƭŀƛƴǘ ƳŀƴŀƎŜƳŜƴǘ Ŏƻǎǘ ό ύ ώ/ϐ 24,30,000 53,46,000 1,16,64,000 

¢ƻǘŀƭ hǾŜǊƘŜŀŘ Ŏƻǎǘ ό ύ ώ!Ҍ.Ҍ/ϐ 58,32,000 1,40,94,000 2,86,74,000 

Production units 45,000 52,500 30,000 

/ƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ 129.6 268.46 955.8 

Determination of Selling price per unit 

Particulars 
Product X (using 

machine A) 

Product Y (using 

machine B) 

Product Z (using 

machine C) 

aŀǘŜǊƛŀƭ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ 350 460 410 

²ŀƎŜǎ ǇŜǊ ǳƴƛǘ Ϫ ул ǇŜǊ ƘƻǳǊ 240 400 560 

hǾŜǊƘŜŀŘ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ 129.6 268.46 955.8 

¢ƻǘŀƭ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ 719.6 1,128.46 1,925.80 

Profit (25% profit mark-ǳǇύ ό ύ 179.9 282.11 481.45 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ό ύ 899.5 1,410.57 2,407.25 
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CHAPTER 4: COST ACCOUNTING SYSTEM 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

PROBLEM ς 1 [MAY 23 ς 5 Marks] 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ Ƙŀǎ ōŜŜƴ ƻōǘŀƛƴŜŘ ŦǊƻƳ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǝƴƎ ŀƴŘ Ŏƻǎǘ ŀŎŎƻǳƴǝƴƎ ǊŜŎƻǊŘǎΦ 

 Financial 

Accounting 

Cost 

Accounting 

    

(i) Factory Overhead 94,750 90,000 

(ii) Administrative Overhead 60,000 57,000 

(iii) Selling Overhead 55,000 61,000 

(iv) Opening Stock 17,500 22,500 

(v) Closing Stock 12,500 15,000 

wŜǉǳƛǊŜŘΥ 

Indicate under-recovery and over-recovery and their effects on cost accounting profit. 

 

PROBLEM ς 2 [NOV 22 ς 5 Marks] 

X Ltd. follows Non-Integrated Accounting System. Financial Accounts of the company show a Net 

Profit of  5,50,000 for the year ended 31st March, 2022. The chief accountant of the company has 

provided following information from the Financial Accounts and Cost Accounts: 

Sr. No Particulars (  ) 

(i) Legal Chargers Provided in Financial accounts 15,250 

(ii) Interim Dividend received credited in financial accounts 4,50,000 

(iii) Preliminary Expenses written off in financial accounts 25,750 

(iv) Over recovery of selling overheads in cost accounts 11,380 

(v) Profit on sale of capital asset credited in financial accounts 30,000 

(vi) Under valuation of closing stock in cost accounts 25,000 

(vii) Over recovery of production overheads in cost accounts 10,200 

(viii) Interest paid on Debentures shown in financial accounts 50,000 

Required: 

Find out the Profit (Loss) as per Cost Accounts by preparing a Reconciliation Statement. 

 

PROBLEM ς 3 [MAY 22 ς 5 Marks] 

Journalize the following transactions assuming the cost and financial accounts are integrated: 

Particulars Amount (  ) 

Direct Materials issued to production  5,88,000 

Allocation of Wages (Indirect)  7,50,000 
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Factory Overheads (Over absorbed)  2,25,000 

Administrative Overheads (Under absorbed)  1,55,000 

Deficiency found in stock of Raw material (Normal)  2,00,000 

 

PROBLEM ς 4 [DEC 21 5 marks ] 

R Ltd. showed a Net Profit of  3,60,740 as per their cost accounts for the year ended 31st March, 

2021. The following information was revealed as a result of scrutiny of the figures from the both 

sets of accounts: 

Sr. No. Particulars (  ) 

i. Over recovery of selling overheads in cost accounts 10,250 

ii. Over valuation of closing stock in cost accounts 7,300 

iii. Rent received credited in financial accounts 5,450 

iv. Bad debts provided in financial accounts 3,250 

v. Income tax provided in financial accounts 15,900 

vi. Loss on sale of capital asset debited in financial accounts 5,800 

vii. Under recovery of administration overheads in cost accounts 3,600 

Required: 

Prepare a reconciliation statement showing the profit as per financial records  

 

PROBLEM ς 5 (JUL 21 ς 5 Marks) 

The Profit and Loss account of ABC Ltd. for the year ended 31st March, 2021 is given below: 

Profit and Loss account 

(For the year ended 31st March, 2021) 

¢ƻ 5ƛǊŜŎǘ aŀǘŜǊƛŀƭ сΣрлΣллл .ȅ {ŀƭŜǎ όмрллл ǳƴƛǘǎύ мрΣллΣллл 

¢ƻ 5ƛǊŜŎǘ ²ŀƎŜǎ оΣрлΣллл .ȅ 5ƛǾƛŘŜƴŘ ǊŜŎŜƛǾŜŘ фΣллл 

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ нΣслΣллл     

¢ƻ !ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎ мΣлрΣллл     

¢ƻ {ŜƭƭƛƴƎ ƻǾŜǊƘŜŀŘǎ урΣллл     

¢ƻ [ƻǎǎ ƻƴ ǎŀƭŜ ƻŦ ƛƴǾŜǎǘƳŜƴǘǎ нΣллл     

¢ƻ bŜǘ tǊƻŬǘ ртΣллл     

  мрΣлфΣллл   мрΣлфΣллл 

¶ Factory overheads are 50% fixed and 50% variable. 

¶ Administrative overheads are 100% fixed. 

¶ Selling overheads are completely variable. 

¶ Normal production capacity of ABC Ltd. is 20,000 units. 

¶ Indirect Expenses are absorbed in the cost accounts on the basis of normal production capacity. 
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¶ Notional rent of own premises charged in Cost Accounts is amounting to  12,000.  

You are required to: 

(i) Prepare a Cost Sheet and ascertain the Profit as per Cost Records for the year ended 31st March, 

2021. 

(ii) Reconcile the Profit as per Financial Records with Profit as per Cost Records. 

 

PROBLEM ς 6 (MAY 19 ς 5 Marks) 

M/s Abid Private Limited disclosed a net profit of  48,408 as per cost books for the year ending 31ST 

March 2019. However, financial accounts disclosed net loss of  15,000 for the same period. On 

scrutinizing both the set of books of accounts, the following information was revealed: 

Works Overheads under-recovered in Coǎǘ .ƻƻƪǎΧΧΧΧΦΦΦпуΣслл 

Office Overheads over-ǊŜŎƻǾŜǊŜŘ ƛƴ /ƻǎǘ .ƻƻƪǎΧΧΧΧΧΧммΣрлл 

5ƛǾƛŘŜƴŘ ǊŜŎŜƛǾŜŘ ƻƴ {ƘŀǊŜǎΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΦмтΣптр 

LƴǘŜǊŜǎǘ ƻƴ CƛȄŜŘ 5ŜǇƻǎƛǘǎΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΦΦΦнмΣсрл 

tǊƻǾƛǎƛƻƴ ŦƻǊ ŘƻǳōǘŦǳƭ ŘŜōǘǎΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΧΦмтΣулл 

Obsolescence loss ƴƻǘ ŎƘŀǊƎŜŘ ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎΧΧΧΧΧΦΦΦмтΣнлл 

{ǘƻǊŜǎ ŀŘƧǳǎǘƳŜƴǘǎ όŘŜōƛǘŜŘ ƛƴ CƛƴŀƴŎƛŀƭ !ŎŎƻǳƴǘǎύ ΧΧΧΧорΣпоо 

5ŜǇǊŜŎƛŀǘƛƻƴ ŎƘŀǊƎŜŘ ƛƴ ŦƛƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎΧΧΧΧΧΧΧΧΧолΣллл 

5ŜǇǊŜŎƛŀǘƛƻƴ ǊŜŎƻǾŜǊŜŘ ƛƴ /ƻǎǘ .ƻƻƪǎΧΧΧΧΧΧΧΧΧΧΧΦΦΦорΣллл  

 

tǊŜǇŀǊŜ ŀ aŜƳƻǊŀƴŘǳƳ wŜŎƻƴŎƛƭƛŀǝƻƴ !ŎŎƻǳƴǘΦ  

PROBLEM ς 7 (NOV 18 ς 10 Marks) 

The following balances were extracted from a Company's ledger as on 30th June, 2018: 

tŀǊǝŎǳƭŀǊǎ 5Ŝōƛǘ όύ /ǊŜŘƛǘ όύ 

wŀǿ ƳŀǘŜǊƛŀƭ ŎƻƴǘǊƻƭ ŀκŎ нΣунΣпрл   

²ƻǊƪπƛƴπǇǊƻƎǊŜǎǎ ŎƻƴǘǊƻƭ ŀκŎ нΣоуΣолл   

CƛƴƛǎƘŜŘ ǎǘƻŎƪ ŎƻƴǘǊƻƭ ŀκŎ оΣфнΣрлл   

DŜƴŜǊŀƭ ƭŜŘƎŜǊ ŀŘƧǳǎǘƳŜƴǘ ŀκŎ   фΣмоΣнрл 

¢ƻǘŀƭ фΣмоΣнрл фΣмоΣнрл 

The following transactions took place during the quarter ended 30th September, 2018: 

    

όƛύ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ π ŀƭƭƻŎŀǘŜŘ ǘƻ ǿƻǊƪπƛƴπǇǊƻƎǊŜǎǎ мΣосΣорл 

όƛƛύ DƻƻŘǎ ŦǳǊƴƛǎƘŜŘ π ŀǘ Ŏƻǎǘ моΣтсΣнлл 

όƛƛƛύ wŀǿ ƳŀǘŜǊƛŀƭǎ ǇǳǊŎƘŀǎŜŘ мнΣпоΣумл 

όƛǾύ 5ƛǊŜŎǘ ǿŀƎŜǎ π ŀƭƭƻŎŀǘŜŘ ǘƻ ǿƻǊƪπƛƴπǇǊƻƎǊŜǎǎ нΣрсΣулл 

όǾύ /ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ мпΣрсΣрлл 
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όǾƛύ wŀǿ ƳŀǘŜǊƛŀƭǎ π ƛǎǎǳŜŘ ǘƻ ǇǊƻŘǳŎǝƻƴ моΣслΣпол 

όǾƛƛύ wŀǿ ƳŀǘŜǊƛŀƭǎ π ŎǊŜŘƛǘŜŘ ōȅ ǎǳǇǇƭƛŜǊǎ нтΣнлл 

όǾƛƛƛύ wŀǿ ƳŀǘŜǊƛŀƭǎ ƭƻǎǎŜǎ π ƛƴǾŜƴǘƻǊȅ ŀǳŘƛǘ сΣллл 

όƛȄύ ²ƻǊƪπƛƴπǇǊƻƎǊŜǎǎ ǊŜƧŜŎǘŜŘ όǿƛǘƘ ƴƻ ǎŎǊŀǇ ǾŀƭǳŜύ мнΣолл 

όȄύ /ǳǎǘƻƳŜǊϥǎ ǊŜǘǳǊƴǎ όŀǘ Ŏƻǎǘύ ƻŦ ŬƴƛǎƘŜŘ ƎƻƻŘǎ прΣфлл 

You are required to prepare: 

(i) Raw material control a/c 

(ii) Work-in-progress control a/c 

(iii) Finished stock control a/c 

(iv) General ledger adjustment a/c 

 

PROBLEM ς 8 (MAY 18 ς 5 Marks) 

GK Ltd. showed net loss of  2,43,300 as per their financial accounts for the year ended 31st March, 

2018. However, cost accounts disclosed net loss of  2,48,300 for the same period. On scrutinizing 

both the set of books of accounts, the following information was revealed: 

   

όƛύ ²ƻǊƪǎ ƻǾŜǊƘŜŀŘǎ ƻǾŜǊ ǊŜŎƻǾŜǊŜŘ олΣплл олΣллл 

όƛƛύ {ŜƭƭƛƴƎ ƻǾŜǊƘŜŀŘǎ ǳƴŘŜǊ ǊŜŎƻǾŜǊŜŘ нлΣолл 

όƛƛƛύ !ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎ ǳƴŘŜǊ ǊŜŎƻǾŜǊŜŘ нтΣтлл 

όƛǾύ 5ŜǇǊŜŎƛŀǝƻƴ ƻǾŜǊ ŎƘŀǊƎŜŘ ƛƴ Ŏƻǎǘ ŀŎŎƻǳƴǘǎ орΣмлл 

όǾύ .ŀŘ ŘŜōǘǎ ǿκƻũ ƛƴ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ мрΣллл 

όǾƛύ tǊŜƭƛƳƛƴŀǊȅ 9ȄǇΦ ǿκƻũ ƛƴ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ рΣллл 

όǾƛƛύ LƴǘŜǊŜǎǘ ŎǊŜŘƛǘŜŘ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊ ƛƴ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ тΣрлл 

 

Prepare a reconciliation statement reconciling losses shown by financial and cost accounts by taking 

costing net loss as base. 
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PROBLEM ς 9 (RTP MAY 23) 

The financial records of Riva Private Limited showed a net profit of  1,69,500 for the year ended 31st 

March, 2022. The cost accounts, however, disclosed a net loss of  88,500 for the same period. The 

following information were revealed as a result of scrutiny of the figures of cost accounts and financial 

accounts: 

  (  ) 

(i) (Administrative overhead under recovered 63,750.0 

(ii) Factory overhead over recovered 3,37,500.0 

(iii) Depreciation under charged in Cost Accounts 65,000.0 

(iv) Dividend received 50,000.0 

(v) Loss due to obsolescence charged in Financial Accounts 42,000.0 

(vi) Income tax provided 1,09,000.0 

(vii) Bank interest credited in Financial Accounts 34,000.0 

(viii) Value of opening stock:  

 In Cost Accounts 4,12,500.0 

 In Financial Accounts 3,62,500.0 

(ix) Value of closing stock:  

 In Cost Accounts 3,13,750.0 

 In Financial Accounts 3,30,000.0 

(x) Goodwill written-off in Financial Accounts 62,500.0 

(xi) Notional rent of own premises charged in Cost Accounts 1,50,000.0 

(xii) Provision for doubtful debts in Financial Accounts 37,500.0 

Prepare a reconciliation statement by taking costing net loss as base. 

 

PROBLEM ς 10 (RTP MAY 22)  

X Ltd. maintains a non-integrated accounting system for the purpose of management information. 

The following are the data related with year 2021 -22: 

Particulars !Ƴƻǳƴǘ όΨлллύ 

Opening balances:  

- Stores ledger control A/c 48,000 

- Work-in-process control A/c 12,000 

- Finished goods control A/c 2,58,000 

- Building construction A/c 6,000 

- Cost ledger control A/c 3,24,000 

During the year following transactions took place:  
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Materials:  

- Purchased 24,000 

- Issued to production 30,000 

- Issued to general maintenance 3,600 

- Issued to building construction 2,400 

Wages:  

- Gross wages paid 90,000 

- Indirect wages paid 24,000 

- For building construction 6,000 

Factory overheads:  

- Actual amount incurred (excluding items shown above) 96,000 

- Absorbed in building construction 12,000 

- Under-absorbed 4,800 

Royalty paid 3,000 

Selling distribution and administration overheads 15,000 

Sales 2,70,000 

At the end of the year, the stock of raw material and work-in-process was  3,30,00,000 and  

15,00,000 respectively. The loss arising in the raw material account is treated as factory overheads. 

The building under construction was completed during the year. Gross profit margin is 20% on sales. 

Required: 

PREPARE the relevant control accounts to record the above transactions in the cost ledger of the 

company. 

 

PROBLEM ς 11 (RTP NOV 21) 

XYZ Ltd. maintains a non-integrated accounting system for the purpose of management 

information. The following are the data related with year 2020-21: 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

hǇŜƴƛƴƎ ōŀƭŀƴŎŜǎΥ   

{ǘƻǊŜǎ ƭŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ нпΣллл 

²ƻǊƪπƛƴπǇǊƻŎŜǎǎ ŎƻƴǘǊƻƭ !κŎ сΣллл 

CƛƴƛǎƘŜŘ ƎƻƻŘǎ ŎƻƴǘǊƻƭ !κŎ мΣнфΣллл 

.ǳƛƭŘƛƴƎ ŎƻƴǎǘǊǳŎǝƻƴ !κŎ оΣллл 

/ƻǎǘ ƭŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мΣснΣллл 

5ǳǊƛƴƎ ǘƘŜ ȅŜŀǊ ŦƻƭƭƻǿƛƴƎ ǘǊŀƴǎŀŎǝƻƴǎ ǘƻƻƪ ǇƭŀŎŜΥ   

aŀǘŜǊƛŀƭǎΥ   

tǳǊŎƘŀǎŜŘ мнΣллл 
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LǎǎǳŜŘ ǘƻ ǇǊƻŘǳŎǝƻƴ мрΣллл 

LǎǎǳŜŘ ǘƻ ƎŜƴŜǊŀƭ ƳŀƛƴǘŜƴŀƴŎŜ мΣулл 

LǎǎǳŜŘ ǘƻ ōǳƛƭŘƛƴƎ ŎƻƴǎǘǊǳŎǝƻƴ мΣнлл 

²ŀƎŜǎΥ   

DǊƻǎǎ ǿŀƎŜǎ ǇŀƛŘ прΣллл 

LƴŘƛǊŜŎǘ ǿŀƎŜǎ ǇŀƛŘ мнΣллл 

CƻǊ ōǳƛƭŘƛƴƎ ŎƻƴǎǘǊǳŎǝƻƴ оΣллл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎΥ   

!Ŏǘǳŀƭ ŀƳƻǳƴǘ ƛƴŎǳǊǊŜŘ όŜȄŎƭǳŘƛƴƎ ƛǘŜƳǎ ǎƘƻǿƴ ŀōƻǾŜύ пуΣллл 

!ōǎƻǊōŜŘ ƛƴ ōǳƛƭŘƛƴƎ ŎƻƴǎǘǊǳŎǝƻƴ сΣллл 

¦ƴŘŜǊπŀōǎƻǊōŜŘ нΣплл 

wƻȅŀƭǘȅ ǇŀƛŘ мΣрлл 

{ŜƭƭƛƴƎΣ ŘƛǎǘǊƛōǳǝƻƴ ŀƴŘ ŀŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ тΣрлл 

{ŀƭŜǎ мΣорΣллл 

!ǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ȅŜŀǊΣ ǘƘŜ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ŀƴŘ ǿƻǊƪπƛƴπǇǊƻŎŜǎǎ ǿŀǎ  мΣсрΣллΣллл ŀƴŘ  

трΣллΣллл ǊŜǎǇŜŎǝǾŜƭȅΦ ¢ƘŜ ƭƻǎǎ ŀǊƛǎƛƴƎ ƛƴ ǘƘŜ Ǌŀǿ ƳŀǘŜǊƛŀƭ ŀŎŎƻǳƴǘ ƛǎ ǘǊŜŀǘŜŘ ŀǎ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎΦ 

¢ƘŜ ōǳƛƭŘƛƴƎ ǳƴŘŜǊ ŎƻƴǎǘǊǳŎǝƻƴ ǿŀǎ ŎƻƳǇƭŜǘŜŘ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊΦ DǊƻǎǎ ǇǊƻŬǘ ƳŀǊƎƛƴ ƛǎ нл҈ ƻƴ ǎŀƭŜǎΦ 

Required: 

PREPARE the relevant control accounts to record the above transactions in the cost ledger of the 

company. 

 

PROBLEM ς 12 (RTP MAY 21 & NOV 23 ) 

The financial books of a company reveal the following data for the year ended 31st March, 2020: 

  ό ύ 

hǇŜƴƛƴƎ {ǘƻŎƪΥ   

CƛƴƛǎƘŜŘ ƎƻƻŘǎ снр ǳƴƛǘǎ мΣлсΣнрл 

²ƻǊƪπƛƴπǇǊƻŎŜǎǎ фнΣллл 

лмΦлпΦнлмф ǘƻ омΦлоΦнлнл   

wŀǿ ƳŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ мсΣулΣллл 

5ƛǊŜŎǘ [ŀōƻǳǊ мнΣнлΣллл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ уΣппΣллл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ όǇǊƻŘǳŎǝƻƴ ǊŜƭŀǘŜŘύ оΣфсΣллл 

5ƛǾƛŘŜƴŘ ǇŀƛŘ нΣппΣллл 

.ŀŘ 5Ŝōǘǎ осΣллл 

{ŜƭƭƛƴƎ ŀƴŘ 5ƛǎǘǊƛōǳǝƻƴ hǾŜǊƘŜŀŘǎ мΣппΣллл 

LƴǘŜǊŜǎǘ ǊŜŎŜƛǾŜŘ тсΣллл 
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wŜƴǘ ǊŜŎŜƛǾŜŘ фнΣллл 

{ŀƭŜǎ мнΣсмр ǳƴƛǘǎ прΣслΣллл 

/ƭƻǎƛƴƎ {ǘƻŎƪΥ CƛƴƛǎƘŜŘ ƎƻƻŘǎ пмр ǳƴƛǘǎ фмΣолл 

²ƻǊƪπƛƴπǇǊƻŎŜǎǎ унΣплл 

The cost records provide as under: 

i. Factory overheads are absorbed at 70% of direct wages. 

ii. Administration overheads are recovered at 15% of factory cost. 

iii. {ŜƭƭƛƴƎ ŀƴŘ ŘƛǎǘǊƛōǳǘƛƻƴ ƻǾŜǊƘŜŀŘǎ ŀǊŜ ŎƘŀǊƎŜŘ ŀǘ  с ǇŜǊ ǳƴƛǘ ǎƻƭŘΦ 

iv. Opening Stock of finished goods is valued at  240 per unit. 

v. The company values work-in-process at factory cost for both Financial and Cost Profit Reporting. 

Required: 

i) PREPARE statements for the year ended 31st March, 2020 showing: 

a. The profit as per financial records 

b. The profit as per costing records. 

ii) PREPARE a statement reconciling the profit as per costing records with the profit as per financial 

records. 

 

twh.[9a ς мо όw¢t bh± нлύ 

! ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎƻƳǇŀƴȅ ŘƛǎŎƭƻǎŜŘ ŀ ƴŜǘ ƭƻǎǎ ƻŦ  сΣфпΣллл ŀǎ ǇŜǊ ǘƘŜƛǊ Ŏƻǎǘ ŀccounts for the year 

ŜƴŘŜŘ aŀǊŎƘ омΣнлнлΦ ¢ƘŜ ŦƛƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ ƘƻǿŜǾŜǊ ŘƛǎŎƭƻǎŜŘ ŀ ƴŜǘ ƭƻǎǎ ƻŦ  млΣнлΣллл ŦƻǊ ǘƘŜ 

same period. The following information was revealed as a result of scrutiny of the figures of both 

the sets of accounts. 

   ό ύ 

όƛύ CŀŎǘƻǊȅ hǾŜǊƘŜŀŘǎ ǳƴŘŜǊπŀōǎƻǊōŜŘ улΣллл 

όƛƛύ !ŘƳƛƴƛǎǘǊŀǝƻƴ hǾŜǊƘŜŀŘǎ ƻǾŜǊπŀōǎƻǊōŜŘ мΣнлΣллл 

όƛƛƛύ 5ŜǇǊŜŎƛŀǝƻƴ ŎƘŀǊƎŜŘ ƛƴ CƛƴŀƴŎƛŀƭ !ŎŎƻǳƴǘǎ сΣрлΣллл 

όƛǾύ 5ŜǇǊŜŎƛŀǝƻƴ ŎƘŀǊƎŜŘ ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎ рΣрлΣллл 

όǾύ LƴǘŜǊŜǎǘ ƻƴ ƛƴǾŜǎǘƳŜƴǘǎ ƴƻǘ ƛƴŎƭǳŘŜŘ ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎ мΣфнΣллл 

όǾƛύ LƴŎƻƳŜπǘŀȄ ǇǊƻǾƛŘŜŘ мΣлуΣллл 

όǾƛƛύ LƴǘŜǊŜǎǘ ƻƴ ƭƻŀƴ ŦǳƴŘǎ ƛƴ CƛƴŀƴŎƛŀƭ !ŎŎƻǳƴǘǎ пΣфлΣллл 

όǾƛƛƛύ ¢ǊŀƴǎŦŜǊ ŦŜŜǎ όŎǊŜŘƛǘ ƛƴ ŬƴŀƴŎƛŀƭ ōƻƻƪǎύ пуΣллл 

όƛȄύ {ǘƻǊŜǎ ŀŘƧǳǎǘƳŜƴǘ όŎǊŜŘƛǘ ƛƴ ŬƴŀƴŎƛŀƭ ōƻƻƪǎύ нуΣллл 

όȄύ 5ƛǾƛŘŜƴŘ ǊŜŎŜƛǾŜŘ спΣллл 

 

PREPARE a memorandum Reconciliation Account. 
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PROBLEM ς 14 (RTP MAY 20) 

The following are the balances existed in the books of JPG Ltd. for the year ended, 31st March, 2019: 

tŀǊǝŎǳƭŀǊǎ 
5ǊΦ /ǊΦ 

ό ύ ό ύ 

{ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ олΣллΣллл   

²Lt /ƻƴǘǊƻƭ !κŎ мрΣллΣллл   

CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !κŎ нрΣллΣллл   

aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘǎ /ƻƴǘǊƻƭ !κŎ   мΣрлΣллл 

/ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ   суΣрлΣллл 

During the year 2019-20, the following transactions took place: 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

CƛƴƛǎƘŜŘ ǇǊƻŘǳŎǘ όŀǘ Ŏƻǎǘύ ннΣрлΣллл 

aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘ ƛƴŎǳǊǊŜŘ уΣрлΣллл 

wŀǿ ƳŀǘŜǊƛŀƭ ǇǳǊŎƘŀǎŜŘ мнΣрлΣллл 

CŀŎǘƻǊȅ ǿŀƎŜǎ пΣллΣллл 

LƴŘƛǊŜŎǘ ƭŀōƻǳǊ нΣллΣллл 

/ƻǎǘ ƻŦ ǎŀƭŜǎ мтΣрлΣллл 

aŀǘŜǊƛŀƭǎ ƛǎǎǳŜŘ ǘƻ ǇǊƻŘǳŎǝƻƴ моΣрлΣллл 

{ŀƭŜǎ ǊŜǘǳǊƴŜŘ όŀǘ Ŏƻǎǘύ флΣллл 

aŀǘŜǊƛŀƭ ǊŜǘǳǊƴŜŘ ǘƻ ǎǳǇǇƭƛŜǊǎ мΣолΣллл 

aŀƴǳŦŀŎǘǳǊƛƴƎ ƻǾŜǊƘŜŀŘ ŎƘŀǊƎŜŘ ǘƻ ǇǊƻŘǳŎǝƻƴ уΣрлΣллл 

Required: 

PREPARE the following control accounts and Trial balance at the end of the year: 

Cost Ledger, Stores Ledger, Work-in-process, Finished Stock, Manufacturing Overhead, Wages and 

Cost of Sales. 

 

PROBLEM ς 15 (RTP NOV 19) 

!ǎ ƻŦ олǘƘ {ŜǇǘŜƳōŜǊΣ нлмфΣ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ōŀƭŀƴŎŜǎ ŜȄƛǎǘŜŘ ƛƴ ŀ ŦƛǊƳΩǎ Ŏƻǎǘ ƭŜŘƎŜǊΣ ǿƘƛŎƘ ƛǎ ƳŀƛƴǘŀƛƴŜŘ 

separately on a double entry basis: 

  5Ŝōƛǘ ό ύ /ǊŜŘƛǘ ό ύ 

{ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ мрΣллΣллл   

²ƻǊƪπƛƴπǇǊƻƎǊŜǎǎ /ƻƴǘǊƻƭ !κŎ тΣрлΣллл   

CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !κŎ мнΣрлΣллл   

aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘ /ƻƴǘǊƻƭ !κŎ   трΣллл 

/ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ   опΣнрΣллл 

  орΣллΣллл орΣллΣллл 
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During the next quarter, the following items arose: 

  ό ύ 

CƛƴƛǎƘŜŘ tǊƻŘǳŎǘ όŀǘ Ŏƻǎǘύ ммΣнрΣллл 

aŀƴǳŦŀŎǘǳǊƛƴƎ ƻǾŜǊƘŜŀŘ ƛƴŎǳǊǊŜŘ пΣнрΣллл 

wŀǿ ƳŀǘŜǊƛŀƭ ǇǳǊŎƘŀǎŜŘ сΣнрΣллл 

CŀŎǘƻǊȅ ǿŀƎŜǎ нΣллΣллл 

LƴŘƛǊŜŎǘ ƭŀōƻǳǊ мΣллΣллл 

/ƻǎǘ ƻŦ ǎŀƭŜǎ уΣтрΣллл 

aŀǘŜǊƛŀƭǎ ƛǎǎǳŜŘ ǘƻ ǇǊƻŘǳŎǝƻƴ сΣтрΣллл 

{ŀƭŜǎ ǊŜǘǳǊƴŜŘ όŀǘ Ŏƻǎǘύ прΣллл 

aŀǘŜǊƛŀƭǎ ǊŜǘǳǊƴŜŘ ǘƻ ǎǳǇǇƭƛŜǊǎ срΣллл 

aŀƴǳŦŀŎǘǳǊƛƴƎ ƻǾŜǊƘŜŀŘ ŎƘŀǊƎŜŘ ǘƻ ǇǊƻŘǳŎǝƻƴ пΣнрΣллл 

Required: 

PREPARE the Cost Ledger Control A/c, Stores Ledger Control A/c, Work-in-progress Control A/c, 

Finished Stock Ledger Control A/c, Manufacturing Overhead Control A/c, Wages Control A/c, Cost of 

Sales A/c and the Trial Balance at the end of the quarter. 
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ANSWERS 

1. 

 CƛƴŀƴŎƛŀƭ 

!ŎŎƻǳƴǝƴƎ 

/ƻǎǘ 

!ŎŎƻǳƴǝƴƎ 

5ƛũŜǊŜƴŎŜ 

 

¦ƴŘŜǊκhǾŜǊπ 

ǊŜŎƻǾŜǊȅ 

9ũŜŎǘ ƻƴ 

/ƻǎǘ 

!ŎŎƻǳƴǝƴƎ 

tǊƻŬǘ 

bŜǘ 9ũŜŎǘϝ 

ƻƴ /ƻǎǘ 

!ŎŎƻǳƴǝƴƎ 

tǊƻŬǘ 

  

όƛύ CŀŎǘƻǊȅ 

hǾŜǊƘŜŀŘ 

фпΣтрл флΣллл пΣтрл ¦ƴŘŜǊπ

ǊŜŎƻǾŜǊȅ 

LƴŎǊŜŀǎŜŘ ¢ƻ ōŜ 

ǊŜŘǳŎŜŘκ 

ŘŜŘǳŎǘŜŘ 

όƛƛύ 

!ŘƳƛƴƛǎǘǊŀǝǾŜ 

hǾŜǊƘŜŀŘ 

слΣллл ртΣллл оΣллл ¦ƴŘŜǊπ

ǊŜŎƻǾŜǊȅ 

LƴŎǊŜŀǎŜŘ ¢ƻ ōŜ 

ǊŜŘǳŎŜŘκ 

ŘŜŘǳŎǘŜŘ 

όƛƛƛύ {ŜƭƭƛƴƎ 

hǾŜǊƘŜŀŘ 

ррΣллл смΣрлл πсΣрлл hǾŜǊπ

ǊŜŎƻǾŜǊȅ 

5ŜŎǊŜŀǎŜŘ ¢ƻ ōŜ 

ŀŘŘŜŘ 

όƛǾύ hǇŜƴƛƴƎ 

{ǘƻŎƪ 

мтΣрлл ннΣрлл πрΣллл hǾŜǊ 

Ǿŀƭǳŀǝƻƴ 

5ŜŎǊŜŀǎŜŘ ¢ƻ ōŜ 

ŀŘŘŜŘ 

όǾύ /ƭƻǎƛƴƎ 

{ǘƻŎƪ 

мнΣрлл мрΣллл πнΣрлл hǾŜǊ 

Ǿŀƭǳŀǝƻƴ 

LƴŎǊŜŀǎŜŘ ¢ƻ ōŜ 

ǊŜŘǳŎŜŘκ 

ŘŜŘǳŎǘŜŘ 

*Taking Cost Accounting Profit as base 

(Under recovery and over recovery with effect are answered by the candidate, or if under recovery 

and over recovery with treatment (net effect) are answered, due credit shall be given in both cases) 

 

2. 

Reconciliation Statement 

(Reconciliation the profit as per financial records with the profit as per costing records) 

 Particulars (  ) Total (  ) 

 Profit as per Financial Accounts  5,50,000 

Add: Legal Charges 15,250  

 Preliminary expenses written off 25,750  

 Interest paid 50,000 91,000 

   6,41,000 

Less: Under-valuation of closing stock in cost book 25,000  

 

 

5,26,580 

 Interim Dividend Received 4,50,000 

 Over recovery of selling overheads in cost accounts 11,380 

 Over recovery of production overhead in cost accounts 10,200 
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 Profit on sale of Assets 30,000 

 Profit as per Cost Accounts  1,14,420 

 

оΦ 

Particulars (  ) (  ) 

(i) Work-in-Progress Ledger Control A/c Dr. 5,88,000  

To Stores Ledger Control A/c  5,88,000 

(Being issue of direct materials to production)  

Dr. 

 

7,50,000 

 

(ii) Factory Overhead control A/c 

To Wages Control A/c  7,50,000 

(Being allocation of Indirect wages)  

Dr. 

 

2,25,000 

 

(iii) Factory Overhead Control A/c 

To Costing Profit & Loss A/c  2,25,000 

(Being transfer of over absorption of Factory overhead)  

Dr. 

 

1,55,000 

 

(iv) Costing Profit & Loss A/c 

To Administration Overhead Control A/c  1,55,000 

(Being transfer of under absorption of Administration overhead)  

Dr. 

 

2,00,000 

 

(v) Factory Overhead Control A/c 

To Stores Ledger Control A/c  2,00,000 

(Being transfer of deficiency in stock of raw material)   

(Note: Costing P/&/L = P/&/L and SLC = MLC) 

 

пΦ 

{ǘŀǘŜƳŜƴǘ ƻŦ wŜŎƻƴŎƛƭƛŀǝƻƴ 

(Reconciling the profit as per costing records with the profit as per financial records) 

 (  ) (  ) 

Net Profit as per Cost Accounts  3,60,740 

Add:   

Over recovery of selling overheads in cost accounts 10,250  

Rent received credited in financial accounts 5,450 15,700 

  376,440 

Less:   

Over valuation of closing stock in cost accounts 7,300  

Bad debts provided in financial accounts 3,250  

Income tax provided in financial accounts 15,900  

Loss on sale of capital asset debited in financial accounts 5,800  
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Under recovery of administration overheads in cost accounts 3,600 35,850 

Profit as per Financial Accounts  3,40,590 

 

рΦ 

Cost Sheet 

(For the year ended 31st March, 2021) 

  ό  ύ ό  ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ   сΣрлΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ   оΣрлΣллл 

tǊƛƳŜ Ŏƻǎǘ   млΣллΣллл 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘǎΥ     

±ŀǊƛŀōƭŜ όрл҈ ƻŦ  нΣслΣлллύ мΣолΣллл   

CƛȄŜŘ ό мΣолΣллл Ҏ мрΣлллκнлΣлллύ фтΣрлл нΣнтΣрлл 

²ƻǊƪǎ Ŏƻǎǘ   мнΣнтΣрлл 

!ŘƳƛƴƛǎǘǊŀǝǾŜ hǾŜǊƘŜŀŘǎ ό мΣлрΣллл Ҏ мрΣлллκнлΣлллύ   туΣтрл 

bƻǝƻƴŀƭ wŜƴǘ   мнΣллл 

/ƻǎǘ ƻŦ ǇǊƻŘǳŎǝƻƴ   моΣмуΣнрл 

{ŜƭƭƛƴƎ hǾŜǊƘŜŀŘǎ   урΣллл 

/ƻǎǘ ƻŦ {ŀƭŜǎ   мпΣлоΣнрл 

tǊƻŬǘ ό.ŀƭŀƴŎƛƴƎ ŬƎǳǊŜύ   фсΣтрл 

{ŀƭŜǎ ǊŜǾŜƴǳŜ   мрΣллΣллл 

Statement of Reconciliation 

(Reconciling profit shown by Financial and Cost Accounts) 

  ό  ύ ό  ύ 

tǊƻŬǘ ŀǎ ǇŜǊ /ƻǎǘ !ŎŎƻǳƴǘ   фсΣтрл 

!ŘŘΥ 5ƛǾƛŘŜƴŘ ǊŜŎŜƛǾŜŘ фΣллл   

!ŘŘΥ bƻǝƻƴŀƭ wŜƴǘ мнΣллл нмΣллл 

[ŜǎǎΥ CŀŎǘƻǊȅ hǾŜǊƘŜŀŘǎ ǳƴŘŜǊπŎƘŀǊƎŜŘ ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎ ό 

нΣслΣллл ς  нΣнтΣрллύ 
онΣрлл   

[ŜǎǎΥ !ŘƳƛƴƛǎǘǊŀǝǾŜ ŜȄǇŜƴǎŜǎ ǳƴŘŜǊπŎƘŀǊƎŜŘ ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎ 

ό мΣлрΣллл ς  туΣтрлύ 
нсΣнрл   

[ŜǎǎΥ [ƻǎǎ ƻƴ ǎŀƭŜ ƻŦ LƴǾŜǎǘƳŜƴǘǎ нΣллл πслΣтрл 

tǊƻŬǘ ŀǎ ǇŜǊ CƛƴŀƴŎƛŀƭ !ŎŎƻǳƴǘǎ   ртΣллл 

(Note: Solution can be done considering base profit as per Financial Accounts) 
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6. 

5ǊΦ   /ǊΦ 

tŀǊǝŎǳƭŀǊǎ όύ tŀǊǝŎǳƭŀǊǎ όύ 

¢ƻ ²ƻǊƪǎ ƻǾŜǊƘŜŀŘǎ ǳƴŘŜǊ ǊŜŎƻǾŜǊŜŘ 

ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎ 

пуΣслл .ȅ bŜǘ ǇǊƻŬǘ ŀǎ ǇŜǊ /ƻǎǝƴƎ ōƻƻƪǎ пуΣплу 

¢ƻ tǊƻǾƛǎƛƻƴ ŦƻǊ Řƻǳōǜǳƭ ŘŜōǘǎ мтΣулл .ȅ hŶŎŜ ƻǾŜǊƘŜŀŘǎ ƻǾŜǊ ǊŜŎƻǾŜǊŜŘ 

ƛƴ Ŏƻǎǘ ŀŎŎƻǳƴǘǎ 

ммΣрлл 

¢ƻ hōǎƻƭŜǎŎŜƴŎŜ ƭƻǎǎ мтΣнлл .ȅ 5ƛǾƛŘŜƴŘ ǊŜŎŜƛǾŜŘ ƻƴ ǎƘŀǊŜǎ мтΣптр 

¢ƻ {ǘƻǊŜ ŀŘƧǳǎǘƳŜƴǘ ό5Ŝōƛǘύ орΣпоо .ȅ LƴǘŜǊŜǎǘ ƻƴ ŬȄŜŘ ŘŜǇƻǎƛǘ нмΣсрл 

    .ȅ 5ŜǇǊŜŎƛŀǝƻƴ ƻǾŜǊπ ŎƘŀǊƎŜŘ рΣллл 

    .ȅ bŜǘ ƭƻǎǎ ŀǎ ǇŜǊ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ мрΣллл 

  мΣмфΣлоо   мΣмфΣлоо 

 

7. 

όƛύ wŀǿ aŀǘŜǊƛŀƭ /ƻƴǘǊƻƭ !κŎ 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ .ŀƭ ōκŘ нΣунΣпрл 
.ȅ DŜƴŜǊŀƭ [ŜŘƎŜǊ !ŘƧǳǎǘƳŜƴǘ 

!κŎ 
нтΣнлл 

¢ƻ DŜƴŜǊŀƭ [ŜŘƎŜǊ !ŘƧǳǎǘƳŜƴǘ !κŎ мнΣпоΣумл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ όōŀƭΦ ŬƎΦύ моΣслΣпол 

    
.ȅ /ƻǎǝƴƎ tϧ[ !κŎ ό[ƻǎǎύ όhw 

D[!ύ 
сΣллл 

    .ȅ .ŀƭ ŎκŘ мΣонΣсол 

  мрΣнсΣнсл   мрΣнсΣнсл 

όƛƛύ ²ƻǊƪπƛƴπtǊƻƎǊŜǎǎ /ƻƴǘǊƻƭ !κŎ 

tŀǊǝŎǳƭŀǊǎ 
ό  ƛƴ 

ϥлллύ 
tŀǊǝŎǳƭŀǊǎ 

ό  ƛƴ 

ϥлллύ 

¢ƻ .ŀƭ ōκŘ нΣоуΣолл     

¢ƻ wŀǿ aŀǘŜǊƛŀƭ /ƻƴǘǊƻƭ !κŎ моΣслΣпол .ȅ CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !κŎ моΣтсΣнлл 

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ нΣрсΣулл .ȅ /ƻǎǝƴƎ tϧ[ !κŎ όhw D[!ύ мнΣолл 

¢ƻ CŀŎǘƻǊȅ hI /ƻƴǘǊƻƭ !κŎ мΣосΣорл .ȅ .ŀƭŀƴŎŜ ŎκŘ сΣлоΣоул 

  мфΣфмΣуул   мфΣфмΣуул 

όƛƛƛύ CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !κŎ 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ оΣфнΣрлл 

.ȅ /ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ !κŎ όhw 

D[!ύ мпΣрсΣрлл 

¢ƻ DŜƴŜǊŀƭ [ŜŘƎŜǊ !ŘƧǳǎǘƳŜƴǘ !κŎ прΣфлл     

¢ƻ ²ƻǊƪπƛƴπǇǊƻŎŜǎǎ /ƻƴǘǊƻƭ !κŎ моΣтсΣнлл .ȅ .ŀƭŀƴŎŜ ŎκŘ оΣруΣмлл 

  муΣмпΣслл   муΣмпΣслл 
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όƛǾύ DŜƴŜǊŀƭ [ŜŘƎŜǊ !ŘƧǳǎǘƳŜƴǘ !κŎ 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ /ƻǎǝƴƎ tϧ[ !κŎ όǎŀƭŜǎύ ό.ŀƭŀƴŎƛƴƎ 

ŬƎǳǊŜύ нрсуфмл .ȅ .ŀƭŀƴŎŜ ōκŘ фΣмоΣнрл 

¢ƻ wŀǿ aŀǘŜǊƛŀƭ /ƻƴǘǊƻƭ !κŎ нтΣнлл .ȅ wŀǿ aŀǘŜǊƛŀƭ /ƻƴǘǊƻƭ !κŎ мнΣпоΣумл 

    .ȅ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ нΣрсΣулл 

    .ȅ CŀŎǘƻǊȅ hI /ƻƴǘǊƻƭ !κŎ мΣосΣорл 

    

.ȅ CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ 

!κŎ прΣфлл 

  нрΣфсΣммл   нрΣфсΣммл 

Or 

DŜƴŜǊŀƭ ƭŜŘƎŜǊ ŀŘƧǳǎǘƳŜƴǘ ŀŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ wŀǿ aŀǘŜǊƛŀƭ /ƻƴǘǊƻƭ !κŎ нтнлл .ȅ .ŀƭŀƴŎŜ ōκŘ фмонрл 

¢ƻ wŀǿ aŀǘŜǊƛŀƭ ŎƻƴǘǊƻƭ ŀŎŎƻǳƴǘόƭƻǎǎύ сллл .ȅ wŀǿ aŀǘŜǊƛŀƭ /ƻƴǘǊƻƭ !κŎ мнпоумл 

¢ƻ ²Lt ŎƻƴǘǊƻƭ !ŎŎƻǳƴǘ όǊŜƧŜŎǝƻƴύ мнолл .ȅ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ нрсулл 

¢ƻ CƛƴƛǎƘŜŘ ǎǘƻŎƪ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ мпрсрлл .ȅ CŀŎǘƻǊȅ hI /ƻƴǘǊƻƭ !κŎ мосорл 

¢ƻ .ŀƭŀƴŎŜ ŎκŘ млфпммл .ȅ CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !κŎ прфлл 

  нрфсммл   нрфсммл 

²ƻǊƪƛƴƎΥ 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ /ƻƴǘǊƻƭ !κŎ 

tŀǊǝŎǳƭŀǊǎ 
ό  ƛƴ 

ϥлллύ 
tŀǊǝŎǳƭŀǊǎ 

ό  ƛƴ 

ϥлллύ 

¢ƻ DŜƴŜǊŀƭ [ŜŘƎŜǊ !ŘƧǳǎǘƳŜƴǘ !κŎ мосорл .ȅ ²ƻǊƪπƛƴπǇǊƻƎǊŜǎǎ !κŎ мосорл 

  мосорл   мосорл 

 

8. 

Reconciliation Statement 

tŀǊǝŎǳƭŀǊǎ   

[ƻǎǎ ŀǎ ǇŜǊ /ƻǎǘ !ŎŎƻǳƴǘǎ   όнΣпуΣоллύ 

!ŘŘΥ ²ƻǊƪǎ ƻǾŜǊƘŜŀŘǎ ƻǾŜǊ ǊŜŎƻǾŜǊŜŘ   олΣплл 

5ŜǇǊŜŎƛŀǝƻƴ ƻǾŜǊ ŎƘŀǊƎŜŘ ƛƴ Ŏƻǎǘ ŀŎŎƻǳƴǘǎ орΣмлл   

LƴǘŜǊŜǎǘ ŎǊŜŘƛǘŜŘ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊ ƛƴ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ тΣрлл тоΣллл 

[ŜǎǎΥ {ŜƭƭƛƴƎ ƻǾŜǊƘŜŀŘǎ ǳƴŘŜǊ ǊŜŎƻǾŜǊŜŘ   нлΣолл 

!ŘƳƛƴƛǎǘǊŀǝǾŜ ƻǾŜǊƘŜŀŘǎ ǳƴŘŜǊ ǊŜŎƻǾŜǊŜŘ нтΣтлл   

.ŀŘ ŘŜōǘǎ ǿκƻũ ƛƴ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ мрΣллл   
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tǊŜƭƛƳƛƴŀǊȅ 9ȄǇΦ ǿκƻũ ƛƴ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ рΣллл όсуΣлллύ 

[ƻǎǎ ŀǎ ǇŜǊ CƛƴŀƴŎƛŀƭ !ŎŎƻǳƴǘǎ   όнΣпоΣоллύ 

 

фΦ 

{ǘŀǘŜƳŜƴǘ ƻŦ wŜŎƻƴŎƛƭƛŀǝƻƴ 

{ƭΦ bƻΦ tŀǊǝŎǳƭŀǊǎ ό  ύ ό  ύ 

 bŜǘ ƭƻǎǎ ŀǎ ǇŜǊ /ƻǎǘ !ŎŎƻǳƴǘǎ  όууΣрллύ 

 !ŘŘƛǝƻƴǎ   

м CŀŎǘƻǊȅ hκI ƻǾŜǊ ǊŜŎƻǾŜǊŜŘ оΣотΣрлл  

н 5ƛǾƛŘŜƴŘ wŜŎŜƛǾŜŘ рлΣллл  

о .ŀƴƪ LƴǘŜǊŜǎǘ ǊŜŎŜƛǾŜŘ опΣллл  

п 5ƛũŜǊŜƴŎŜ ƛƴ ±ŀƭǳŜ ƻŦ hǇŜƴƛƴƎ {ǘƻŎƪ рлΣллл  

 όпΣмнΣрлл ς оΣснΣрллύ   

р 5ƛũŜǊŜƴŎŜ ƛƴ ±ŀƭǳŜ ƻŦ /ƭƻǎƛƴƎ {ǘƻŎƪ мсΣнрл  

 όоΣолΣллл ς оΣмоΣтрллύ   

с bƻǝƻƴŀƭ wŜƴǘ ƻŦ ƻǿƴ tǊŜƳƛǎŜǎ мΣрлΣллл сΣотΣтрл 

 5ŜŘǳŎǝƻƴǎ   

м !ŘƳƛƴƛǎǘǊŀǝƻƴ hκI ǳƴŘŜǊ ǊŜŎƻǾŜǊŜŘ соΣтрл  

н 5ŜǇǊŜŎƛŀǝƻƴ ǳƴŘŜǊ ŎƘŀǊƎŜŘ срΣллл  

о [ƻǎǎ ŘǳŜ ǘƻ ƻōǎƻƭŜǎŎŜƴŎŜ пнΣллл  

п LƴŎƻƳŜ ǘŀȄ tǊƻǾƛŘŜŘ мΣлфΣллл  

р DƻƻŘǿƛƭƭ ǿǊƛǧŜƴπƻũ снΣрлл  

с tǊƻǾƛǎƛƻƴ ŦƻǊ Řƻǳōǜǳƭ ŘŜōǘǎ отΣрлл όоΣтфΣтрлύ 

 bŜǘ tǊƻŬǘ ŀǎ ǇŜǊ CƛƴŀƴŎƛŀƭ !κŎΦ  мΣсфΣрлл 

 

млΦ 

мΦ  

/ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ /ƻǎǝƴƎ tϧ[ !κŎ нΣтлΣллл .ȅ .ŀƭŀƴŎŜ ōκŘ оΣнпΣллл 

¢ƻ .ǳƛƭŘƛƴƎ /ƻƴǎǘǊǳŎǝƻƴ !κŎ нсΣплл .ȅ {ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ нпΣллл 

¢ƻ .ŀƭŀƴŎŜ ŎκŘ нΣуфΣулл .ȅ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ флΣллл 

  .ȅ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ фсΣллл 

  .ȅ wƻȅŀƭǘȅ !κŎ оΣллл 

  .ȅ {ŜƭƭƛƴƎΣ 5ƛǎǘǊƛōǳǝƻƴ ŀƴŘ мрΣллл 
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!ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ 

  .ȅ /ƻǎǝƴƎ tϧ[ !κŎ опΣнлл 

 рΣусΣнлл  рΣусΣнлл 

{ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ пуΣллл .ȅ ²Lt ŎƻƴǘǊƻƭ !κŎ олΣллл 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ нпΣллл .ȅ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ ŎƻƴǘǊƻƭ !κŎ оΣслл 

  .ȅ .ǳƛƭŘƛƴƎ ŎƻƴǎǘǊǳŎǝƻƴ !κŎ нΣплл 

  .ȅ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ 

όƭƻǎǎύ ό.ŀƭΦ ŬƎύ 

оΣллл 

  .ȅ .ŀƭŀƴŎŜ ŎκŘ ооΣллл 

 тнΣллл  тнΣллл 

²ƻǊƪπƛƴπǇǊƻŎŜǎǎ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ мнΣллл .ȅ CƛƴƛǎƘŜŘ ƎƻƻŘǎ ŎƻƴǘǊƻƭ !κŎ мΣффΣулл 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ олΣллл   

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ слΣллл   

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ мΣлфΣулл   

¢ƻ wƻȅŀƭǘȅ !κŎ оΣллл .ȅ .ŀƭŀƴŎŜ ŎκŘ мрΣллл 

 нΣмпΣулл  нΣмпΣулл 

CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ нΣруΣллл .ȅ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ !κŎ όwŜŦŜǊ 

ǿƻǊƪƛƴƎ ƴƻǘŜύ 

нΣмсΣллл 

¢ƻ ²Lt ŎƻƴǘǊƻƭ !κŎ мΣффΣулл .ȅ .ŀƭŀƴŎŜ ŎκŘ нΣпмΣулл 

 пΣртΣулл  пΣртΣулл 

/ƻǎǘ ƻŦ {ŀƭŜǎ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ !κŎ нΣмсΣллл .ȅ /ƻǎǝƴƎ tϧ[ !κŎ нΣомΣллл 

¢ƻ {ŜƭƭƛƴƎΣ 5ƛǎǘǊƛōǳǝƻƴ ŀƴŘ 

!ŘƳƛƴƛǎǘǊŀǝƻƴ !κŎ 

мрΣллл   

 нΣомΣллл  нΣомΣллл 
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/ƻǎǝƴƎ tϧ[ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ /ƻǎǘ ƻŦ {ŀƭŜǎ !κŎ нΣомΣллл .ȅ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ нΣтлΣллл 

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ пΣулл   

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ опΣнлл   

 нΣтлΣллл  нΣтлΣллл 

.ǳƛƭŘƛƴƎ /ƻƴǎǘǊǳŎǝƻƴ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ сΣллл .ȅ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ нсΣплл 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ нΣплл   

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ сΣллл   

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ мнΣллл   

 нсΣплл  нсΣплл 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ оΣслл .ȅ .ǳƛƭŘƛƴƎ /ƻƴǎǘǊǳŎǝƻƴ !κŎ мнΣллл 

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ нпΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ мΣлфΣулл 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ фсΣллл .ȅ /ƻǎǝƴƎ tϧ[ !κŎ пΣулл 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ όƭƻǎǎύ оΣллл   

 мΣнсΣслл  мΣнсΣслл 

²ŀƎŜǎ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ флΣллл .ȅ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ нпΣллл 

  .ȅ .ǳƛƭŘƛƴƎ /ƻƴǎǘǊǳŎǝƻƴ !κŎ сΣллл 

  .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ слΣллл 

 флΣллл  флΣллл 

wƻȅŀƭǘȅ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ оΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ оΣллл 

 оΣллл  оΣллл 

/ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ CƛƴƛǎƘŜŘ DƻƻŘǎ ŎƻƴǘǊƻƭ !κŎ нΣмсΣллл .ȅ /ƻǎǘ ƻŦ ǎŀƭŜǎ !κŎ нΣмсΣллл 

 нΣмсΣллл  нΣмсΣллл 
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{ŜƭƭƛƴƎΣ 5ƛǎǘǊƛōǳǝƻƴ ŀƴŘ !ŘƳƛƴƛǎǘǊŀǝƻƴ hǾŜǊƘŜŀŘ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ tŀǊǝŎǳƭŀǊǎ ό ƛƴ Ψлллύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мрΣллл .ȅ /ƻǎǘ ƻŦ ǎŀƭŜǎ !κŎ мрΣллл 

 мрΣллл  мрΣллл 

¢Ǌƛŀƭ .ŀƭŀƴŎŜ 

tŀǊǝŎǳƭŀǊǎ 5ǊΦ /ǊΦ 

ό ƛƴ Ψлллύ ό ƛƴ Ψлллύ 

{ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ ооΣллл  

²Lt /ƻƴǘǊƻƭ !κŎ мрΣллл  

CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !κŎ нΣпмΣулл  

/ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ  нΣуфΣулл 

 нΣуфΣулл нΣуфΣулл 

²ƻǊƪƛƴƎ bƻǘŜΥ 

/ƻǎǘ ƻŦ DƻƻŘǎ ǎƻƭŘ Ґ нΣтлΣллл Ҏ улκмлл Ґ  нΣмсΣллл 

ммΦ 

/ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ /ƻǎǝƴƎ tϧ[ !κŎ мΣорΣллл .ȅ .ŀƭŀƴŎŜ ōκŘ мΣснΣллл 

¢ƻ .ǳƛƭŘƛƴƎ /ƻƴǎǘǊǳŎǝƻƴ !κŎ моΣнлл .ȅ {ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ мнΣллл 

¢ƻ .ŀƭŀƴŎŜ ŎκŘ мΣппΣфлл .ȅ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ прΣллл 

    .ȅ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ пуΣллл 

    .ȅ wƻȅŀƭǘȅ !κŎ мΣрлл 

    .ȅ {ŜƭƭƛƴƎΣ 5ƛǎǘǊƛōǳǝƻƴ ŀƴŘ !ŘƳƛƴƛǎǘǊŀǝƻƴ 

ƻǾŜǊƘŜŀŘǎ 

тΣрлл 

    .ȅ /ƻǎǝƴƎ tϧ[ !κŎ мтΣмлл 

  нΣфоΣмлл   нΣфоΣмлл 

Stores Ledger Control Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ нпΣллл .ȅ ²Lt ŎƻƴǘǊƻƭ !κŎ мрΣллл 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ мнΣллл .ȅ ƻǾŜǊƘŜŀŘǎ ŎƻƴǘǊƻƭ !κŎ мΣулл 

    .ȅ .ǳƛƭŘƛƴƎ ŎƻƴǎǘǊǳŎǝƻƴΣ !κŎ мΣнлл 

    .ȅ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ όōŀƭΦ ŬƎΦύ 

όƭƻǎǎύ 

мΣрлл 

    .ȅ .ŀƭŀƴŎŜ ŎκŘ мсΣрлл 

  осΣллл   осΣллл 
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Wages Control Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ прΣллл .ȅ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ мнΣллл 

    .ȅ .ǳƛƭŘƛƴƎ /ƻƴǎǘǊǳŎǝƻƴ !κŎ оΣллл 

    .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ όōŀƭΦ ŬƎΦύ олΣллл 

  прΣллл   прΣллл 

Factory Overhead Control Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мΣулл .ȅ .ǳƛƭŘƛƴƎ /ƻƴǎǘǊǳŎǝƻƴ !κŎ сΣллл 

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ мнΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ όōŀƭΦ ŬƎΦύ рпΣфлл 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ пуΣллл .ȅ /ƻǎǝƴƎ tϧ[ !κŎ όǳƴŘŜǊπ 

ŀōǎƻǊǇǝƻƴύ 

нΣплл 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ 

όƭƻǎǎύ 

мΣрлл     

  соΣолл   соΣолл 

Royalty Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мΣрлл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ мΣрлл 

  мΣрлл   мΣрлл 

Work-in-process Control Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ сΣллл 
.ȅ CƛƴƛǎƘŜŘ ƎƻƻŘǎ ŎƻƴǘǊƻƭ 

!κŎ όōŀƭΦ ŬƎΦύ 
ффΣфлл 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мрΣллл     

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ олΣллл     

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ рпΣфлл     

¢ƻ wƻȅŀƭǘȅ !κŎ мΣрлл .ȅ .ŀƭŀƴŎŜ ŎκŘ тΣрлл 

  мΣлтΣплл   мΣлтΣплл 

Finished Goods Control Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ мΣнфΣллл 
.ȅ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ !κŎ 

όwŜŦŜǊ ǿƻǊƪƛƴƎ ƴƻǘŜύ 
мΣлуΣллл 

¢ƻ ²Lt ŎƻƴǘǊƻƭ !κŎ ффΣфлл .ȅ .ŀƭŀƴŎŜ ŎκŘ мΣнлΣфлл 

  нΣнуΣфлл   нΣнуΣфлл 
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Cost of Goods Sold Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ CƛƴƛǎƘŜŘ DƻƻŘǎ ŎƻƴǘǊƻƭ !κŎ мΣлуΣллл .ȅ /ƻǎǘ ƻŦ ǎŀƭŜǎ !κŎ мΣлуΣллл 

  мΣлуΣллл   мΣлуΣллл 

Selling, Distribution and Administration Overhead Control Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ тΣрлл .ȅ /ƻǎǘ ƻŦ ǎŀƭŜǎ !κŎ тΣрлл 

  тΣрлл   тΣрлл 

/ƻǎǘ ƻŦ {ŀƭŜǎ !ŎŎƻǳƴǘ 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ !κŎ мΣлуΣллл .ȅ /ƻǎǝƴƎ tϧ[ !κŎ мΣмрΣрлл 

¢ƻ {ŜƭƭƛƴƎΣ 5ƛǎǘǊƛōǳǝƻƴ ŀƴŘ 

!ŘƳƛƴƛǎǘǊŀǝƻƴ !κŎ 
тΣрлл     

  мΣмрΣрлл   мΣмрΣрлл 

Costing P&L Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ /ƻǎǘ ƻŦ {ŀƭŜǎ !κŎ мΣмрΣрлл .ȅ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мΣорΣллл 

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ нΣплл     

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ όōŀƭΦ ŬƎΦύ 

όtǊƻŬǘύ 
мтΣмлл     

  мΣорΣллл   мΣорΣллл 

Building Construction Account 

tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ tŀǊǝŎǳƭŀǊǎ ό  ƛƴ ϥлллύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ оΣллл .ȅ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ моΣнлл 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мΣнлл     

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ оΣллл     

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ !κŎ сΣллл     

  моΣнлл   моΣнлл 

Trial Balance 

tŀǊǝŎǳƭŀǊǎ 5ǊΦ /ǊΦ 

ό  ƛƴ ϥлллύ ό  ƛƴ ϥлллύ 

{ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ мсΣрлл   

²Lt /ƻƴǘǊƻƭ !κŎ тΣрлл   

CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !κŎ мΣнлΣфлл   

/ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ   мΣппΣфлл 

  мΣппΣфлл мΣппΣфлл 
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Workings: 

Cost of Goods sold =  13,50,00,000 x 80/100 =  10,80,00,000 
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i) Statement of Profit as per financial records  

(For the year ended March 31, 2020) 

 ό ύ  ό ύ 

¢ƻ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ CƛƴƛǎƘŜŘ DƻƻŘǎ мΣлсΣнрл .ȅ {ŀƭŜǎ прΣслΣллл 

¢ƻ ²ƻǊƪπƛƴπǇǊƻŎŜǎǎ фнΣллл .ȅ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ ŬƴƛǎƘŜŘ DƻƻŘǎ фмΣолл 

¢ƻ wŀǿ ƳŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ мсΣулΣллл .ȅ ²ƻǊƪπƛƴπtǊƻŎŜǎǎ унΣплл 

¢ƻ 5ƛǊŜŎǘ ƭŀōƻǳǊ мнΣнлΣллл .ȅ wŜƴǘ ǊŜŎŜƛǾŜŘ фнΣллл 

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ уΣппΣллл .ȅ LƴǘŜǊŜǎǘ ǊŜŎŜƛǾŜŘ тсΣллл 

¢ƻ !ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ оΣфсΣллл     

¢ƻ {ŜƭƭƛƴƎ ϧ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ мΣппΣллл     

¢ƻ 5ƛǾƛŘŜƴŘ ǇŀƛŘ нΣппΣллл     

¢ƻ .ŀŘ ŘŜōǘǎ осΣллл     

¢ƻ tǊƻŬǘ мΣофΣпрл     

  пфΣлмΣтлл   пфΣлмΣтлл 

Statement of Profit as per costing records  

(For the year ended March 31, 2020) 

 ό ύ 

{ŀƭŜǎ ǊŜǾŜƴǳŜ ό!ύ όмнΣсмр ǳƴƛǘǎύ прΣслΣллл 

/ƻǎǘ ƻŦ ǎŀƭŜǎΥ   

hǇŜƴƛƴƎ ǎǘƻŎƪ όснр ǳƴƛǘǎ Ҏ  нплύ мΣрлΣллл 

!ŘŘΥ /ƻǎǘ ƻŦ ǇǊƻŘǳŎǝƻƴ ƻŦ мнΣплр ǳƴƛǘǎ поΣнуΣмпл 

όwŜŦŜǊ ǘƻ ǿƻǊƪƛƴƎ ƴƻǘŜ нύ   

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ  поΣнуΣмпл Ȅ пмр ǳƴƛǘǎκмнΣплр ǳƴƛǘǎ πмΣппΣтфр 

tǊƻŘǳŎǝƻƴ Ŏƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ όмнΣсмр ǳƴƛǘǎύ поΣооΣопр 

{ŜƭƭƛƴƎ ϧ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ όмнΣсмр ǳƴƛǘǎ Ҏ  сύ трΣсфл 

/ƻǎǘ ƻŦ ǎŀƭŜǎΥ ό.ύ ппΣлфΣлор 

tǊƻŬǘΥ ϑό!ύ π ό.ύϒ мΣрлΣфср 

ii) Statement of Reconciliation 

(Reconciling the profit as per costing records with the profit as per financial records) 

  ό ύ ό ύ 

tǊƻŬǘ ŀǎ ǇŜǊ /ƻǎǘ !ŎŎƻǳƴǘǎ   мΣрлΣфср 

!ŘŘΥ !ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ ƻǾŜǊ ŀōǎƻǊōŜŘ мΣсуΣрпл   
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ό  рΣспΣрпл π  оΣфсΣлллύ     

hǇŜƴƛƴƎ ǎǘƻŎƪ ƻǾŜǊǾŀƭǳŜŘ ό мΣрлΣллл π  мΣлсΣнрлύ поΣтрл   

LƴǘŜǊŜǎǘ ǊŜŎŜƛǾŜŘ тсΣллл   

wŜƴǘ ǊŜŎŜƛǾŜŘ фнΣллл   

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ ƻǾŜǊ ǊŜŎƻǾŜǊŜŘ ό  уΣрпΣллл π  уΣппΣлллύ млΣллл оΣфлΣнфл 

    рΣпмΣнрр 

[ŜǎǎΥ {ŜƭƭƛƴƎ ϧ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ ǳƴŘŜǊ ǊŜŎƻǾŜǊȅ ό  

мΣппΣллл π  трΣсфлύ 
суΣомл 

  

/ƭƻǎƛƴƎ ǎǘƻŎƪ ƻǾŜǊǾŀƭǳŜŘ ό мΣппΣтфр π  фмΣоллύ роΣпфр   

5ƛǾƛŘŜƴŘ нΣппΣллл   

.ŀŘ ŘŜōǘǎ осΣллл πпΣлмΣулр 

tǊƻŬǘ ŀǎ ǇŜǊ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ   мΣофΣпрл 

Working notes: 

1. Number of units produced 

 ¦ƴƛǘǎ 

{ŀƭŜǎ мнΣсмр 

!ŘŘΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ пмр 

¢ƻǘŀƭ моΣлол 

[ŜǎǎΥ hǇŜƴƛƴƎ ǎǘƻŎƪ πснр 

bǳƳōŜǊ ƻŦ ǳƴƛǘǎ ǇǊƻŘǳŎŜŘ мнΣплр 

2. Cost Sheet 

 ό ύ 

wŀǿ ƳŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ мсΣулΣллл 

5ƛǊŜŎǘ ƭŀōƻǳǊ мнΣнлΣллл 

tǊƛƳŜ Ŏƻǎǘ нфΣллΣллл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ όтл҈ ƻŦ ŘƛǊŜŎǘ ǿŀƎŜǎύ уΣрпΣллл 

CŀŎǘƻǊȅ Ŏƻǎǘ отΣрпΣллл 

!ŘŘΥ hǇŜƴƛƴƎ ǿƻǊƪπƛƴπǇǊƻŎŜǎǎ фнΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǿƻǊƪπƛƴπǇǊƻŎŜǎǎ πунΣплл 

CŀŎǘƻǊȅ Ŏƻǎǘ ƻŦ ƎƻƻŘǎ ǇǊƻŘǳŎŜŘ отΣсоΣслл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ όмр҈ ƻŦ ŦŀŎǘƻǊȅ Ŏƻǎǘύ рΣспΣрпл 

/ƻǎǘ ƻŦ ǇǊƻŘǳŎǝƻƴ ƻŦ мнΣплр ǳƴƛǘǎ όwŜŦŜǊ ǘƻ ǿƻǊƪƛƴƎ ƴƻǘŜ мύ 

поΣнуΣмпл 
/ƻǎǘ ƻŦ ǇǊƻŘǳŎǝƻƴ ǇŜǊ ǳƴƛǘΥ 

¢ƻǘŀƭ /ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴκbƻΦ ƻŦ ǳƴƛǘǎ ǇǊƻŘǳŎŜŘ  

Ґ поΣнуΣмплκмнΣплрǳƴƛǘǎ Ґ опуΦфл 
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13. 

Memorandum Reconciliation Accounts 

5ǊΦ   /ǊΦ 

 ό ύ  ό ύ 

¢ƻ bŜǘ [ƻǎǎ ŀǎ ǇŜǊ /ƻǎǝƴƎ ōƻƻƪǎ сΣфпΣллл .ȅ !ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ ƻǾŜǊ 

ǊŜŎƻǾŜǊŜŘ ƛƴ Ŏƻǎǘ ŀŎŎƻǳƴǘǎ 

мΣнлΣллл 

¢ƻ CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ ǳƴŘŜǊ 

ŀōǎƻǊōŜŘ ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎ 

улΣллл .ȅ LƴǘŜǊŜǎǘ ƻƴ ƛƴǾŜǎǘƳŜƴǘ ƴƻǘ 

ƛƴŎƭǳŘŜŘ ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎ 

мΣфнΣллл 

¢ƻ 5ŜǇǊŜŎƛŀǝƻƴ ǳƴŘŜǊ ŎƘŀǊƎŜŘ ƛƴ 

/ƻǎǘ !ŎŎƻǳƴǘǎ 

мΣллΣллл .ȅ ¢ǊŀƴǎŦŜǊ ŦŜŜǎ ƛƴ ŬƴŀƴŎƛŀƭ ōƻƻƪǎ пуΣллл 

¢ƻ LƴŎƻƳŜπ¢ŀȄ ƴƻǘ ǇǊƻǾƛŘŜŘ ƛƴ 

/ƻǎǘ !ŎŎƻǳƴǘǎ 

мΣлуΣллл .ȅ {ǘƻǊŜǎ ŀŘƧǳǎǘƳŜƴǘ ό/ǊŜŘƛǘ ƛƴ 

ŬƴŀƴŎƛŀƭ ōƻƻƪǎύ 

нуΣллл 

¢ƻ LƴǘŜǊŜǎǘ ƻƴ [ƻŀƴ CǳƴŘǎ ƛƴ 

CƛƴŀƴŎƛŀƭ !ŎŎƻǳƴǘǎ 

пΣфлΣллл .ȅ 5ƛǾƛŘŜƴŘ ǊŜŎŜƛǾŜŘ ƛƴ ŬƴŀƴŎƛŀƭ 

ōƻƻƪǎ 

спΣллл 

    .ȅ bŜǘ ƭƻǎǎ ŀǎ ǇŜǊ CƛƴŀƴŎƛŀƭ ōƻƻƪǎ млΣнлΣллл 

  мпΣтнΣллл   мпΣтнΣллл 

 

14. 

Cost Ledger Control Account 

tŀǊǝŎǳƭŀǊǎ ό ύ tŀǊǝŎǳƭŀǊǎ ό ύ 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мΣолΣллл .ȅ .ŀƭŀƴŎŜ ōκŘ суΣрлΣллл 

¢ƻ /ƻǎǝƴƎ tǊƻŬǘ ϧ [ƻǎǎ !κŎ мтΣмлΣллл .ȅ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мнΣрлΣллл 

    .ȅ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ сΣллΣллл 

¢ƻ .ŀƭŀƴŎŜ ŎκŘ ттΣмлΣллл 
.ȅ aŀƴǳŦŀŎǘǳǊƛƴƎ ƻǾŜǊƘŜŀŘ 

ŎƻƴǘǊƻƭ !κŎ 
уΣрлΣллл 

  фрΣрлΣллл   фрΣрлΣллл 

Store Ledger Control Account 

tŀǊǝŎǳƭŀǊǎ ό ύ tŀǊǝŎǳƭŀǊǎ ό ύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ олΣллΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ моΣрлΣллл 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ мнΣрлΣллл 
.ȅ /ƻǎǘ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ 

όǊŜǘǳǊƴύ 
мΣолΣллл 

    .ȅ .ŀƭŀƴŎŜ ŎκŘ нтΣтлΣллл 

  пнΣрлΣллл   пнΣрлΣллл 

WIP Control Account 

tŀǊǝŎǳƭŀǊǎ ό ύ tŀǊǝŎǳƭŀǊǎ ό ύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ мрΣллΣллл .ȅ CƛƴƛǎƘŜŘ {ǘƻŎƪ /ƻƴǘǊƻƭ !κŎ ннΣрлΣллл 
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¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ пΣллΣллл     

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ моΣрлΣллл     

¢ƻ aŀƴǳŦŀŎǘǳǊƛƴƎ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ 

!κŎ 
уΣрлΣллл .ȅ .ŀƭŀƴŎŜ ŎκŘ муΣрлΣллл 

  пмΣллΣллл   пмΣллΣллл 

Finished Stock Control Account 

tŀǊǝŎǳƭŀǊǎ ό ύ tŀǊǝŎǳƭŀǊǎ ό ύ 

¢ƻ .ŀƭŀƴŎŜ ōκŘ нрΣллΣллл .ȅ /ƻǎǘ ƻŦ {ŀƭŜǎ !κŎ мтΣрлΣллл 

¢ƻ ²Lt /ƻƴǘǊƻƭ !κŎ ннΣрлΣллл     

¢ƻ /ƻǎǘ ƻŦ {ŀƭŜǎ !κŎ όǎŀƭŜǎ ǊŜǘǳǊƴύ флΣллл .ȅ .ŀƭŀƴŎŜ ŎκŘ олΣфлΣллл 

  пуΣплΣллл   пуΣплΣллл 

Manufacturing Overhead Control Account 

tŀǊǝŎǳƭŀǊǎ ό ύ tŀǊǝŎǳƭŀǊǎ ό ύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ уΣрлΣллл .ȅ .ŀƭŀƴŎŜ ōκŘ мΣрлΣллл 

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ нΣллΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ уΣрлΣллл 

    

.ȅ /ƻǎǝƴƎ tϧ[ !κŎ όǳƴŘŜǊ 

ǊŜŎƻǾŜǊȅύ 
рлΣллл 

  млΣрлΣллл   млΣрлΣллл 

Wages Control Account 

tŀǊǝŎǳƭŀǊǎ ό ύ tŀǊǝŎǳƭŀǊǎ ό ύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ сΣллΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ пΣллΣллл 

    
.ȅ aŀƴǳŦŀŎǘǳǊƛƴƎ ƻǾŜǊƘŜŀŘ 

ŎƻƴǘǊƻƭ !κŎ 
нΣллΣллл 

  сΣллΣллл   сΣллΣллл 

Cost of Sales Account 

tŀǊǝŎǳƭŀǊǎ ό ύ tŀǊǝŎǳƭŀǊǎ ό ύ 

¢ƻ CƛƴƛǎƘŜŘ {ǘƻŎƪ /ƻƴǘǊƻƭ !κŎ мтΣрлΣллл .ȅ CƛƴƛǎƘŜŘ {ǘƻŎƪ /ƻƴǘǊƻƭ !κŎ 

όǎŀƭŜǎ ǊŜǘǳǊƴύ 

флΣллл 

    .ȅ /ƻǎǝƴƎ tǊƻŬǘ ϧ [ƻǎǎ !κŎ мсΣслΣллл 

  мтΣрлΣллл   мтΣрлΣллл 

Trial Balance 

tŀǊǝŎǳƭŀǊǎ 
5ǊΦ /ǊΦ 

ό ύ ό ύ 

{ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ нтΣтлΣллл   

²Lt /ƻƴǘǊƻƭ !κŎ муΣрлΣллл   

CƛƴƛǎƘŜŘ DƻƻŘǎ /ƻƴǘǊƻƭ !κŎ олΣфлΣллл   
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/ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ   ттΣмлΣллл 

  ттΣмлΣллл ттΣмлΣллл 

Working: 

Costing P&L Account 

tŀǊǝŎǳƭŀǊǎ ό ύ tŀǊǝŎǳƭŀǊǎ ό ύ 

¢ƻ /ƻǎǘ ƻŦ {ŀƭŜǎ !κŎ мсΣслΣллл .ȅ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ мтΣмлΣллл 

¢ƻ aŀƴǳŦŀŎǘǳǊƛƴƎ ƻǾŜǊƘŜŀŘ ŎƻƴǘǊƻƭ 

!κŎ 
рлΣллл 

    

  мтΣмлΣллл   мтΣмлΣллл 

 

15. 

Cost Ledger Control Account 

5ǊΦ   /ǊΦ 

 ό ύ  ό ύ 

¢ƻ {ǘƻǊŜ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ срΣллл .ȅ hǇŜƴƛƴƎ .ŀƭŀƴŎŜ опΣнрΣллл 

¢ƻ .ŀƭŀƴŎŜ ŎκŘ птΣмлΣллл .ȅ {ǘƻǊŜ ƭŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ сΣнрΣллл 

    
.ȅ aŀƴǳŦŀŎǘǳǊƛƴƎ 

hǾŜǊƘŜŀŘ /ƻƴǘǊƻƭ !κŎ 
пΣнрΣллл 

    .ȅ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ оΣллΣллл 

  птΣтрΣллл   птΣтрΣллл 

Stores Ledger Control Account 

5ǊΦ   /ǊΦ 

 ό ύ  ό ύ 

¢ƻ hǇŜƴƛƴƎ .ŀƭŀƴŎŜ мрΣллΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ сΣтрΣллл 

¢ƻ /ƻǎǘ ƭŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ сΣнрΣллл 
.ȅ /ƻǎǘ ƭŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ 

όwŜǘǳǊƴǎύ 
срΣллл 

    .ȅ .ŀƭŀƴŎŜ ŎκŘ моΣурΣллл 

  нмΣнрΣллл   нмΣнрΣллл 

WIP Control Account 

5ǊΦ   /ǊΦ 

 ό ύ  ό ύ 

¢ƻ hǇŜƴƛƴƎ .ŀƭŀƴŎŜ тΣрлΣллл .ȅ CƛƴƛǎƘŜŘ {ǘƻŎƪ [ŜŘƎŜǊ /ƻƴǘǊƻƭ 

!κŎ 

ммΣнрΣллл 

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ нΣллΣллл .ȅ .ŀƭŀƴŎŜ ŎκŘ фΣнрΣллл 

¢ƻ {ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ сΣтрΣллл     
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¢ƻ aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘ /ƻƴǘǊƻƭ 

!κŎ 

пΣнрΣллл     

  нлΣрлΣллл   нлΣрлΣллл 

Finished Stock Ledger Control Account 

5ǊΦ   /ǊΦ 

 ό ύ  ό ύ 

¢ƻ hǇŜƴƛƴƎ .ŀƭŀƴŎŜ мнΣрлΣллл .ȅ /ƻǎǘ ƻŦ {ŀƭŜǎ уΣтрΣллл 

¢ƻ ²Lt /ƻƴǘǊƻƭ !κŎ ммΣнрΣллл .ȅ .ŀƭŀƴŎŜ ŎκŘ мрΣпрΣллл 

¢ƻ /ƻǎǘ ƻŦ {ŀƭŜǎ !κŎ ό{ŀƭŜǎ wŜǘǳǊƴύ прΣллл     

  нпΣнлΣллл   нпΣнлΣллл 

aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘ /ƻƴǘǊƻƭ !ŎŎƻǳƴǘ 

5ǊΦ   /ǊΦ 

 ό ύ  ό ύ 

¢ƻ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ пΣнрΣллл .ȅ hǇŜƴƛƴƎ .ŀƭŀƴŎŜ трΣллл 

¢ƻ ²ŀƎŜǎ /ƻƴǘǊƻƭ !κŎ мΣллΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ пΣнрΣллл 

    .ȅ ¦ƴŘŜǊ ǊŜŎƻǾŜǊȅ ŎκŘ н рΣллл 

  рΣнрΣллл   рΣнрΣллл 

Wages Control Account 

5ǊΦ   /ǊΦ 

 ό ύ  ό ύ 

¢ƻ ¢ǊŀƴǎŦŜǊ ǘƻ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ 

!κŎ 
оΣллΣллл .ȅ ²Lt /ƻƴǘǊƻƭ !κŎ нΣллΣллл 

    
.ȅ aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘ 

/ƻƴǘǊƻƭ !κŎ 
мΣллΣллл 

  оΣллΣллл   оΣллΣллл 

Cost of Sales Account 

5ǊΦ   /ǊΦ 

 ό ύ  ό ύ 

¢ƻ CƛƴƛǎƘŜŘ {ǘƻŎƪ [ŜŘƎŜǊ /ƻƴǘǊƻƭ 

!κŎ 
уΣтрΣллл 

.ȅ CƛƴƛǎƘŜŘ {ǘƻŎƪ [ŜŘƎŜǊ 

/ƻƴǘǊƻƭ !κŎ ό{ŀƭŜǎ ǊŜǘǳǊƴύ 
прΣллл 

    .ȅ .ŀƭŀƴŎŜ ŎκŘ уΣолΣллл 

  уΣтрΣллл   уΣтрΣллл 

Trial Balance 

 ό ύ ό ύ 

{ǘƻǊŜǎ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ моΣурΣллл   
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²Lt /ƻƴǘǊƻƭ !κŎ фΣнрΣллл   

CƛƴƛǎƘŜŘ {ǘƻŎƪ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ мрΣпрΣллл   

aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘ /ƻƴǘǊƻƭ !κŎ нрΣллл   

/ƻǎǘ ƻŦ {ŀƭŜǎ !κŎ уΣолΣллл   

/ƻǎǘ ƭŜŘƎŜǊ ŎƻƴǘǊƻƭ !κŎ   птΣмлΣллл 

  птΣмлΣллл птΣмлΣллл 
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CHAPTER 5: JOB COSTING 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

PROBLEM ς 1: (NOV 19 ς 5 Marks) 

The following data is presented by the supervisor of a factory for a Job: 

   ǇŜǊ ǳƴƛǘ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ   

5ƛǊŜŎǘ ²ŀƎŜǎ Ϫ  п ǇŜǊ ƘƻǳǊ мнл 

ό5ŜǇŀǊǘƳŜƴǘǎ !πп ƘǊǎΣ .πт ƘǊǎΣ /πн ƘǊǎ ϧ 5πн ƘǊǎύ сл 

/ƘŀǊƎŜŀōƭŜ 9ȄǇŜƴǎŜǎ нл 

¢ƻǘŀƭ нлл 

Analysis of the Profit and Loss Account for the year ended 

31st March, 2019 

aŀǘŜǊƛŀƭ   нΣллΣллл {ŀƭŜǎ пΣолΣллл 

5ƛǊŜŎǘ ²ŀƎŜǎ         

5ŜǇǘΦ ! мнΣллл       

5ŜǇǘΦ . уΣллл       

5ŜǇǘΦ / млΣллл       

5ŜǇǘΦ 5 нлΣллл рлΣллл     

{ǇŜŎƛŀƭ {ǘƻǊŜ ƛǘŜƳǎ   сΣллл     

hǾŜǊƘŜŀŘǎ         

5ŜǇǘΦ ! мнΣллл       

5ŜǇǘΦ . сΣллл       

5ŜǇǘΦ / фΣллл       

5ŜǇǘΦ 5 мтΣллл ппΣллл     

DǊƻǎǎ tǊƻŬǘ ŎκŘ   мΣолΣллл     

    пΣолΣллл   пΣолΣллл 

{ŜƭƭƛƴƎ 9ȄǇŜƴǎŜǎ   флΣллл DǊƻǎǎ tǊƻŬǘ ōκŘ мΣолΣллл 

bŜǘ tǊƻŬǘ   плΣллл     

    мΣолΣллл   мΣолΣллл 

It is also to be noted that average hourly rates for all the four departments are similar.  

Required: 

(i) Prepare a Job Cost Sheet. 

(ii) Calculate the entire revised cost using the above figures as the base. 

(iii) Add 20% profit on selling price to determine the selling price. 
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t!w¢ ς .Υ όw9±L{Lhb ¢9{¢ t!t9w{ύ 

PROBLEM ς 2: (RTP MAY 21 & NOV 23 & MAY 22) 

SM Motors Ltd. is a manufacturer of auto components. Following are the details of expenses for the 

year 2019-20: 

  ό ύ 

όƛύ hǇŜƴƛƴƎ {ǘƻŎƪ ƻŦ aŀǘŜǊƛŀƭ мрΣллΣллл 

όƛƛύ /ƭƻǎƛƴƎ {ǘƻŎƪ ƻŦ aŀǘŜǊƛŀƭ нлΣллΣллл 

όƛƛƛύ tǳǊŎƘŀǎŜ ƻŦ aŀǘŜǊƛŀƭ мΣулΣрлΣллл 

όƛǾύ 5ƛǊŜŎǘ [ŀōƻǳǊ флΣрлΣллл 

όǾύ CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ олΣулΣллл 

όǾƛύ !ŘƳƛƴƛǎǘǊŀǝǾŜ hǾŜǊƘŜŀŘ нлΣрлΣплл 

 

During the FY 2020-21, the company has received an order from a car manufacturer where it 

ŜǎǘƛƳŀǘŜǎ ǘƘŀǘ ǘƘŜ Ŏƻǎǘ ƻŦ ƳŀǘŜǊƛŀƭ ŀƴŘ ƭŀōƻǳǊ ǿƛƭƭ ōŜ  улΣллΣллл ŀƴŘ  плΣрлΣллл ǊŜǎǇŜŎǘƛǾŜƭȅΦ ¢ƘŜ 

company charges factory overhead as a percentage of direct labour and administrative overheads as 

a percentage of factory cost based on previous year's cost. 

/ƻǎǘ ƻŦ ŘŜƭƛǾŜǊȅ ƻŦ ǘƘŜ ŎƻƳǇƻƴŜƴǘǎ ŀǘ ŎǳǎǘƻƳŜǊϥǎ ǇǊŜƳƛǎŜǎ ƛǎ ŜǎǘƛƳŀǘŜŘ ŀǘ  пΣрлΣлллΦ  

You are required to: 

(i) CALCULATE the overhead recovery rates based on actual costs for 2019-20. 

(ii) PREPARE a Job cost sheet for the order received and the price to be quoted if the desired profit is 

25% on sales. 

 

PROBLEM ς 3: (RTP NOV 20, MTP OCT 19) 

AP Ltd. received a job order for supply and fitting of plumbing materials. Following are the details 

related with the job work: 

AP Ltd. uses a weighted average method for the pricing of materials issues.  

Opening stock of materials as on 12th August 2020: 

  - мрƳƳ DL tƛǇŜΣ мн ǳƴƛǘǎ ƻŦ όмр ŦŜŜǘ ǎƛȊŜύ Ϫ слл ŜŀŎƘ 

  - нлƳƳ DL tƛǇŜΣ мл ǳƴƛǘǎ ƻŦ όмр ŦŜŜǘ ǎƛȊŜύ Ϫ  ссл ŜŀŎƘ 

  - Other fitǘƛƴƎ ƳŀǘŜǊƛŀƭǎΣ сл ǳƴƛǘǎ Ϫ  нс ŜŀŎƘ 

  - {ǘŀƛƴƭŜǎǎ {ǘŜŜƭ CŀǳŎŜǘΣ с ǳƴƛǘǎ Ϫ  нлп ŜŀŎƘ 

  - ±ŀƭǾŜΣ у ǳƴƛǘǎ Ϫ  плп ŜŀŎƘ 

Purchases: 

On 16th August 2020: 

  - нлƳƳ DL tƛǇŜΣ ол ǳƴƛǘǎ ƻŦ όмр ŦŜŜǘ ǎƛȊŜύ Ϫ  смл ŜŀŎƘ 

  - мл ǳƴƛǘǎ ƻŦ ±ŀƭǾŜ Ϫ  плн ŜŀŎƘ ƻƴ муǘƘ !ǳƎǳǎǘ нлнлΥ 

  - hǘƘŜǊ ŦƛǘǘƛƴƎ ƳŀǘŜǊƛŀƭǎΣ мрл ǳƴƛǘǎ Ϫ  ну ŜŀŎƘ 
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  - {ǘŀƛƴƭŜǎǎ {ǘŜŜƭ CŀǳŎŜǘΣ мр ǳƴƛǘǎ Ϫ  нлф ŜŀŎƘ hƴ нтǘƘ !ǳƎǳǎǘ нлнлΥ 

  - 15mm GI Pipe, 35 units of (15 feet size) @  628 each 

  - 20mm GI Pipe, 20 units of (15 feet size) @  660 each 

  - ±ŀƭǾŜΣ мп ǳƴƛǘǎ Ϫ  пнп ŜŀŎƘ 

Issues for the hostel job: 

On 12th August 2020: 

  - 20mm GI Pipe, 2 units of (15 feet size) 

  - Other fitting materials, 18 units On 17th August 2020: 

  - 15mm GI Pipe, 8 units of (15 feet size) 

  - Other fitting materials, 30 units  

On 28th August 2020: 

  - 20mm GI Pipe, 2 units of (15 feet size) 

  - 15mm GI Pipe, 10 units of (15 feet size) 

  - Other fitting materials, 34 units 

  - Valve, 6 units  

On 30th August 2020: 

  - Other fitting materials, 60 units 

  - Stainless Steel Faucet, 15 units 

Direct Labour: 

tƭǳƳōŜǊΥ мул ƘƻǳǊǎ Ϫ  млл ǇŜǊ ƘƻǳǊ όƛƴŎƭǳŘŜǎ мн ƘƻǳǊǎ ƻǾŜǊǘƛƳŜύ  

IŜƭǇŜǊΥ мфн ƘƻǳǊǎ Ϫ  тл ǇŜǊ ƘƻǳǊ όƛƴŎƭǳŘŜǎ нп ƘƻǳǊǎ ƻǾŜǊǘƛƳŜύ 

Overtimes are paid at 1.5 times of the normal wage rate. 

Overheads: 

hǾŜǊƘŜŀŘǎ ŀǊŜ ŀǇǇƭƛŜŘ Ϫ  нс ǇŜǊ ƭŀōƻǳǊ ƘƻǳǊΦ 

Pricing policy: 

Lǘ ƛǎ ŎƻƳǇŀƴȅΩǎ ǇƻƭƛŎȅ ǘƻ ǇǊƛŎŜ ŀƭƭ ƻǊŘŜǊǎ ōŀǎŜŘ ƻƴ ŀŎƘƛŜǾƛƴƎ ŀ ǇǊƻŦƛǘ ƳŀǊƎƛƴ ƻŦ нр҈ ƻƴ ǎŀƭŜǎ ǇǊƛŎŜΦ 

You are required to: 

(a) CALCULATE the total cost of the job. 

(b) CALCULATE the price to be charged from the customer. 

 

PROBLEM ς 4: (RTP MAY 20, RTP MAY 18, MTP AUG 18) 

A factory uses job costing system. The following data are obtained from its books for the year ended 

31st March, 2020: 

 !Ƴƻǳƴǘ ό ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ муΣллΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ мрΣллΣллл 

{ŜƭƭƛƴƎ ŀƴŘ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ млΣрлΣллл 
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!ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ уΣплΣллл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ фΣллΣллл 

tǊƻŬǘ мнΣмуΣллл 

i. PREPARE a Job Cost sheet indicating the Prime cost, Cost of Production, Cost of sales and the 

Sales value. 

ii. In 2019-20, the factory received an order for a job. It is estimated that direct materials required 

ǿƛƭƭ ōŜ  пΣулΣллл ŀƴŘ ŘƛǊŜŎǘ ƭŀōƻǳǊ ǿƛƭƭ Ŏƻǎǘ  оΣллΣлллΦ 59¢9waLb9 ǿƘŀǘ ǎƘƻǳƭŘ ōŜ ǘƘŜ ǇǊƛŎŜ 

for the job if factory intends to earn the same rate of profit on sales assuming that the selling 

and distribution overheads have gone up by 15%. The factory overheads is recovered as 

percentage of wages paid, whereas, other overheads as a percentage of cost of production, 

based on cost rates prevailing in the previous year. 

 

PROBLEM ς 5: (RTP NOV 19) 

Ispat Engineers Limited (IEL) undertook a plant manufacturing work for a client. It will charge a profit 

mark up of 20% on the full cost of the jobs. The following are the information related to the job: 

Direct materials utilised ς  мΣутΣллΣллл 

Direct labour utilised ς нΣплл ƘƻǳǊǎ ŀǘ  ул ǇŜǊ ƘƻǳǊ 

Budgeted production overheads are  48,00,000 for the period and are recovered on the basis of 

24,000 labour hours. 

.ǳŘƎŜǘŜŘ ǎŜƭƭƛƴƎ ŀƴŘ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴ ƻǾŜǊƘŜŀŘǎ ŀǊŜ  муΣллΣллл ŦƻǊ ǘƘŜ Ǉeriod and recovered on the 

ōŀǎƛǎ ƻŦ ǘƻǘŀƭ ōǳŘƎŜǘŜŘ ǘƻǘŀƭ ǇǊƻŘǳŎǘƛƻƴ Ŏƻǎǘ ƻŦ осΣллΣллΣлллΦ 

Required: 

CALCULATE the price to be charged for the job. 
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1: (NOV 19) 

Wƻō /ƻǎǘ {ƘŜŜǘ 

Customer Details τττ                         Job No._________________ 

Date of commencement ττ                      Date of completion _________ 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ   мнл 

5ƛǊŜŎǘ ǿŀƎŜǎΥ     

5ŜǇǘΦ !  пΦлл Ҏ п ƘǊǎΦ  мсΦлл   

5ŜǇǘΦ .  пΦлл Ҏ т ƘǊǎΦ  нуΦлл   

5ŜǇǘΦ /  пΦлл Ҏ н ƘǊǎΦ  уΦлл   

5ŜǇǘΦ 5  пΦлл Ҏ н ƘǊǎΦ  уΦлл сл 

/ƘŀǊƎŜŀōƭŜ ŜȄǇŜƴǎŜǎ   нл 

tǊƛƳŜ Ŏƻǎǘ   нлл 

hǾŜǊƘŜŀŘǎ     

5ŜǇǘΦ ! Ґ  мнΣлллκ  мнΣллл Ҏ млл Ґмлл҈ ƻŦ  мс  мс   

5ŜǇǘΦ . Ґ  сΣлллκ  уΣллл Ҏ млл Ґ тр҈ ƻŦ  ну  нм   

5ŜǇǘΦ / Ґ  фΣлллκ  млΣллл Ҏ млл Ґ фл҈ ƻŦ  у     

    Ґ  фΣлллκ  млΣллл Ҏ млл Ґ фл҈ ƻŦ  у Ґ  тΦнл  тΦнл   

5ŜǇǘΦ 5 Ґ  мтΣлллκ  нлΣллл Ҏ млл Ґ ур҈ ƻŦ  у  сΦул рм 

²ƻǊƪǎ Ŏƻǎǘ   нрм 

{ŜƭƭƛƴƎ ŜȄǇŜƴǎŜǎ Ґ  флΣлллκ  оΣллΣллл Ҏмлл Ґ ол҈ ƻŦ ǿƻǊƪ Ŏƻǎǘ   трΦо 

¢ƻǘŀƭ Ŏƻǎǘ   онсΦо 

tǊƻŬǘ όнл҈ ǇǊƻŬǘ ƻƴ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ƛΦŜΦ нр҈ ƻŦ ǘƻǘŀƭ Ŏƻǎǘύ   умΦру 

{ŜƭƭƛƴƎ ǇǊƛŎŜ   плтΦуу 

 

2: (RTP MAY 21 & MAY 22 & NOV 23 ) 

i) Calculation of Overhead Recovery Rate: 

Factory Overhead Recovery Rate: 

= Factory Overhead in 2019 ς 20/Direct Labour Costs in 2019 ς 20 x 100 

Ґ  олΣулΣлллκ  90,50,000 x 100 = 34% of Direct labour 

Administrative Overhead Recovery Rate: 

= Administrative Overhead in 2019 ς 20/Factory Costs in 2019 ς 20(W.N.) x 100 

Ґ  нлΣрлΣпллκ  нΣфсΣулΣллл Ȅ млл Ґ сΦфм҈ ƻŦ CŀŎǘƻǊȅ /ƻǎǘ 
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Working Note: 

Calculation of Factory Cost in 2019-20 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

hǇŜƴƛƴƎ {ǘƻŎƪ ƻŦ aŀǘŜǊƛŀƭ мрΣллΣллл 

!ŘŘΥ tǳǊŎƘŀǎŜ ƻŦ aŀǘŜǊƛŀƭ мΣулΣрлΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ {ǘƻŎƪ ƻŦ aŀǘŜǊƛŀƭ όнлΣллΣлллύ 

aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘ мΣтрΣрлΣллл 

5ƛǊŜŎǘ [ŀōƻǳǊ флΣрлΣллл 

tǊƛƳŜ /ƻǎǘ нΣссΣллΣллл 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ олΣулΣллл 

CŀŎǘƻǊȅ /ƻǎǘ нΣфсΣулΣллл 

ii) Job Cost Sheet for the order received in 2020-21 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

aŀǘŜǊƛŀƭ улΣллΣллл 

[ŀōƻǳǊ плΣрлΣллл 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ όоп҈ ƻŦ  плΣрлΣлллύ моΣттΣллл 

CŀŎǘƻǊȅ /ƻǎǘ мΣопΣнтΣллл 

!ŘƳƛƴƛǎǘǊŀǝǾŜ hǾŜǊƘŜŀŘ όсΦфм҈ ƻŦ  мΣопΣнтΣлллύ фΣнтΣулс 

/ƻǎǘ ƻŦ ŘŜƭƛǾŜǊȅ пΣрлΣллл 

¢ƻǘŀƭ /ƻǎǘ мΣпуΣлпΣулс 

!ŘŘΥ tǊƻŬǘ Ϫ нр҈ ƻŦ {ŀƭŜǎ ƻǊ ооΦоо҈ ƻŦ Ŏƻǎǘ пфΣопΣфор 

{ŀƭŜǎ ǾŀƭǳŜ όtǊƛŎŜ ǘƻ ōŜ ǉǳƻǘŜŘ ŦƻǊ ǘƘŜ ƻǊŘŜǊύ мΣфтΣофΣтпм 

IŜƴŎŜ ǘƘŜ ǇǊƛŎŜ ǘƻ ōŜ ǉǳƻǘŜŘ ƛǎ  мΣфтΣофΣтпм 

 

3: (RTP NOV 20, MTP OCT 19, PRACTICE MANUAL) 

(a) Calculation of Total Cost for the Job: 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘό ύ !Ƴƻǳƴǘό ύ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ /ƻǎǘΥ     

 π мрƳƳ DL tƛǇŜ ό²ƻǊƪƛƴƎ bƻǘŜπ мύ ммΣлрмΦну   

 π нлƳƳ DL tƛǇŜ ό²ƻǊƪƛƴƎ bƻǘŜπ нύ нΣрууΦну   

 π hǘƘŜǊ ŬǩƴƎ ƳŀǘŜǊƛŀƭǎ ό²ƻǊƪƛƴƎ bƻǘŜπ оύ оΣуссΦлт   

 π {ǘŀƛƴƭŜǎǎ ǎǘŜŜƭ ŦŀǳŎŜǘ  

мр ǳƴƛǘǎ Ҏ όс Ȅ  нлп Ҍ мр Ȅ  нлфκнмǳƴƛǘǎύ 
оΣммоΦрт 

  

 π ±ŀƭǾŜ  

с ǳƴƛǘǎ Ҏ όу Ȅ  плп Ҍ мл Ȅ  плн Ҍ мп Ȅ  пнпκонǳƴƛǘǎύ 
нΣптнΦтр ноΣлфмΦфр 

5ƛǊŜŎǘ [ŀōƻǳǊΥ     
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 π tƭǳƳōŜǊ ώόмул ƘƻǳǊǎ Ȅ мллύ Ҍ όмн ƘƻǳǊǎ Ȅ  рлύϐ муΣсллΦлл   

 π IŜƭǇŜǊ ώόмфн ƘƻǳǊǎ Ȅ тлύ Ҍ όнп ƘƻǳǊǎ Ȅ орύϐ мпΣнулΦлл онΣуулΦлл 

 π hǾŜǊƘŜŀŘǎώ нс Ȅ όмул Ҍ мфнύ ƘƻǳǊǎϐ   фΣстнΦлл 

¢ƻǘŀƭ /ƻǎǘ   срΣспоΦфр 

(b) Price to be charged for the job work: 

  !Ƴƻǳƴǘ ό ύ 

¢ƻǘŀƭ /ƻǎǘ ƛƴŎǳǊǊŜŘ ƻƴ ǘƘŜ Ƨƻō срΣспоΦфр 

!ŘŘΥ нр҈ tǊƻŬǘ ƻƴ Wƻō tǊƛŎŜ όсрΣспоΦфрκтр҈ Ȅ нр҈ύ  нмΣуумΦон 

 утрнрΦнт 

Working Note: 

1. Cost of 15mm GI Pipe 

5ŀǘŜ  !Ƴƻǳƴǘ ό ύ 

мтπлуπнлнл у ǳƴƛǘǎ Ҏ  слл пΣуллΦлл 

нуπлуπнлнл мл ǳƴƛǘǎ Ҏ όп Ȅ  слл Ҍ ор Ȅ  снуκофǳƴƛǘǎ сΣнрмΦну 

    ммΣлрмΦну 

2. Cost of 20mm GI Pipe 

5ŀǘŜ  !Ƴƻǳƴǘ ό ύ 

мнπлуπнлнл н ǳƴƛǘǎ Ҏ  ссл мΣонлΦлл 

нуπлуπнлнл н ǳƴƛǘǎ Ҏ όу Ȅ  ссл Ҍ ол Ȅ  смл Ҍ нл Ȅ  сслκруǳƴƛǘǎ мΣнсуΦну 

    нΣрууΦну 

3. Cost of Other fitting materials 

5ŀǘŜ  !Ƴƻǳƴǘ ό ύ 

мнπлуπнлнл му ǳƴƛǘǎ Ҏ  нс псу 

мтπлуπнлнл ол ǳƴƛǘǎ Ҏ  нс тул 

нуπлуπнлнл оп ǳƴƛǘǎ Ҏ όмн Ȅ  нс Ҍ мрл Ȅ  нуκмснǳƴƛǘǎ фпсΦфс 

олπлуπнлнл сл ǳƴƛǘǎ Ҏ όмн Ȅ  нс Ҍ мрл Ȅ  нуκмснǳƴƛǘǎ  мΣстмΦмм 

    оΣуссΦлт 

 

4: (RTP MAY 20, RTP MAY 18, MTP AUG 18) 

i. Production Statement 

For the year ended 31st March, 2020 

  !Ƴƻǳƴǘ ό ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ муΣллΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ мрΣллΣллл 

tǊƛƳŜ /ƻǎǘ ооΣллΣллл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ фΣллΣллл 
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/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ пнΣллΣллл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ уΣплΣллл 

{ŜƭƭƛƴƎ ŀƴŘ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ млΣрлΣллл 

/ƻǎǘ ƻŦ {ŀƭŜǎ слΣфлΣллл 

tǊƻŬǘ мнΣмуΣллл 

{ŀƭŜǎ ǾŀƭǳŜ тоΣлуΣллл 

Calculation of Rates: 

1. Percentage of factory overheads to direct wages 

Ґ фΣллΣлллκ  мрΣллΣллл Ȅ млл Ґ сл҈ 

2. Percentage of administration overheads to Cost of production 

Ґ  уΣплΣлллκ  пнΣллΣллл Ȅ млл = 20% 

3. Selling and distribution overheads  

Ґ млΣрлΣллл Ҏ ммр҈ Ґ мнΣлтΣрлл 

4. Selling and distribution overhead % to Cost of production 

Ґ мнΣлтΣрллκ  пнΣллΣллл Ȅ млл Ґ нуΦтр҈ 

5. Percentage of profit to sales = 

Ґ  мнΣмуΣлллκ  тоΣлуΣллл Ȅ млл Ґ мсΦст҈ ƻǊΣ мκс 

ii. Calculation of price for the job received in 2019-20 

  !Ƴƻǳƴǘ ό ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ пΣулΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ оΣллΣллл 

tǊƛƳŜ /ƻǎǘ тΣулΣллл 

CŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ όсл҈ ƻŦ оΣллΣлллύ мΣулΣллл 

/ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ фΣслΣллл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ όнл҈ ƻŦ фΣслΣлллύ мΣфнΣллл 

{ŜƭƭƛƴƎ ŀƴŘ ŘƛǎǘǊƛōǳǝƻƴ ƻǾŜǊƘŜŀŘǎ όнуΦтр҈ ƻŦ фΣслΣлллύ нΣтсΣллл 

/ƻǎǘ ƻŦ {ŀƭŜǎ мпΣнуΣллл 

tǊƻŬǘ όмκр ƻŦ мпΣнуΣлллύ нΣурΣслл 

{ŀƭŜǎ ǾŀƭǳŜ мтΣмоΣслл 

 

5: (RTP NOV 19) 

Calculation of job price 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ мΣутΣллΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ ό  ул Ҏ нΣплл ƘƻǳǊǎύ мΣфнΣллл 

tǊƻŘǳŎǝƻƴ ƻǾŜǊƘŜŀŘǎ ό  пуΣллΣлллκнпΣллл ƘǊǎ Ȅ нΣпллƘǊǎύ  пΣулΣллл 
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tǊƻŘǳŎǝƻƴ Ŏƻǎǘ мΣфоΣтнΣллл 

{ŜƭƭƛƴƎ ŀƴŘ ŀŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ ό  муΣллΣлллκ осΣллΣллΣллл Ȅ  мΣфоΣтнΣлллύ  фсΣусл 

¢ƻǘŀƭ Ŏƻǎǘ ƻŦ ǎŀƭŜǎ мΣфпΣсуΣусл 

tǊƻŬǘ ƳŀǊƪπǳǇ Ϫ нл҈ оуΣфоΣттн 

tǊƛŎŜ ŦƻǊ ǘƘŜ Ƨƻō нΣооΣснΣсон 
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CHAPTER 6: UNIT & BATCH COSTING 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

twh.[9a ς мΥ όbh± ς нн ς р aŀǊƪǎύ 

! [ǘŘΦ ƛǎ ŀ ǇƘŀǊƳŀŎŜǳǝŎŀƭ ŎƻƳǇŀƴȅ ǿƘƛŎƘ ǇǊƻŘǳŎŜǎ ǾŀŎŎƛƴŜǎ ŦƻǊ ŘƛǎŜŀǎŜǎ ƭƛƪŜ aƻƴƪŜȅ tƻȄΣ /ƻǾƛŘπмф 

ŀƴŘ /ƘƛŎƪŜƴǇƻȄΦ ! ŘƛǎǘǊƛōǳǘƻǊ ƘŀŘ ƎƛǾŜƴ ŀƴ ƻǊŘŜǊ ŦƻǊ мΣслл aƻƴƪŜȅ tƻȄ ±ŀŎŎƛƴŜǎΦ ¢ƘŜ ŎƻƳǇŀƴȅ Ŏŀƴ 

ǇǊƻŘǳŎŜ ул ǾŀŎŎƛƴŜǎ ŀǘ ŀ ǝƳŜΦ ¢ƻ ǇǊƻŎŜǎǎ ŀ ōŀǘŎƘ ƻŦ ул aƻƴƪŜȅ tƻȄ ǾŀŎŎƛƴŜǎΣ ǘƘŜ ŦƻƭƭƻǿƛƴƎ Ŏƻǎǘǎ 

ǿƻǳƭŘ ōŜ ƛƴŎǳǊǊŜŘΥ 

Direct Materials 4,250 

Direct wages 500 

Lab set-up cost 1,400 

The Production Overheads are absorbed at a rate of 20% of direct wages and 20% of total production 

cost is charged in each batch for Selling, distribution and administration Overheads. The company is 

willing to earn profit of 25% on sales value. 

You are required to determine: 

ƛΦ Total Sales value for 1,600 Monkey Pox Vaccines 

ƛƛΦ Selling price per unit of the Vaccine. 

 

twh.[9a ς нΥ όW¦[ ς нм ς р aŀǊƪǎύ 

!¦· [ǘŘΦ Ƙŀǎ ŀƴ ŀƴƴǳŀƭ ŘŜƳŀƴŘ ŦǊƻƳ ŀ ǎƛƴƎƭŜ ŎǳǎǘƻƳŜǊ ŦƻǊ слΣллл /ƻǾƛŘπмф ǾŀŎŎƛƴŜǎΦ ¢ƘŜ ŎǳǎǘƻƳŜǊ 

ǇǊŜŦŜǊǎ ǘƻ ƻǊŘŜǊ ƛƴ ǘƘŜ ƭƻǘ ƻŦ мрΣллл ǾŀŎŎƛƴŜǎ ǇŜǊ ƻǊŘŜǊΦ ¢ƘŜ ǇǊƻŘǳŎǝƻƴ Ŏƻǎǘ ƻŦ ǾŀŎŎƛƴŜ ƛǎ  рΣллл ǇŜǊ 

ǾŀŎŎƛƴŜΦ ¢ƘŜ ǎŜǘπǳǇ Ŏƻǎǘ ǇŜǊ ǇǊƻŘǳŎǝƻƴ Ǌǳƴ ƻŦ /ƻǾƛŘπмф ǾŀŎŎƛƴŜǎ ƛǎ  пΣуллΦ ¢ƘŜ ŎŀǊǊȅƛƴƎ Ŏƻǎǘ ƛǎ  мн 

ǇŜǊ ǾŀŎŎƛƴŜ ǇŜǊ ƳƻƴǘƘΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

ƛΦ Find the most Economical Production Run. 

ƛƛΦ Calculate the extra cost that company incurs due to production of 15,000 vaccines in a batch. 

 

twh.[9a ς оΥ όbh± ς му ς мл aŀǊƪǎύ 

·¸½ [ǘŘΦ Ƙŀǎ ƻōǘŀƛƴŜŘ ŀƴ ƻǊŘŜǊ ǘƻ ǎǳǇǇƭȅ пуллл ōŜŀǊƛƴƎǎ ǇŜǊ ȅŜŀǊ ŦǊƻƳ ŀ ŎƻƴŎŜǊƴΦ hƴ ŀ ǎǘŜŀŘȅ ōŀǎƛǎΣ 

ƛǘ ƛǎ ŜǎǝƳŀǘŜŘ ǘƘŀǘ ƛǘ Ŏƻǎǘǎ  лΦнл ŀǎ ƛƴǾŜƴǘƻǊȅ ƘƻƭŘƛƴƎ Ŏƻǎǘ ǇŜǊ ōŜŀǊƛƴƎ ǇŜǊ ƳƻƴǘƘ ŀƴŘ ǘƘŜ ǎŜǘπǳǇ Ŏƻǎǘ 

ǇŜǊ Ǌǳƴ ƻŦ ōŜŀǊƛƴƎ ƳŀƴǳŦŀŎǘǳǊŜ ƛǎ  оупΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ  

ƛΦ Compute the optimum run size and number of runs for bearing manufacture.  

ƛƛΦ Compute the interval between two consecutive runs 

ƛƛƛΦ Find out the extra costs to be incurred, if company adopts a policy to manufacture 8000 bearings 

per run as compared to optimum run Size. 

ƛǾΦ Give your opinion regarding run size of bearing manufacture. Assume 365 days in a year. 
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t!w¢ ς .Υ όw9±L{Lhb ¢9{¢ t!t9w{ύ 

 

twh.[9a ς пΥ όw¢t bh± ннύ 

t{ [ǘŘΦ ƳŀƴǳŦŀŎǘǳǊŜǎ ŀǊǝŎƭŜǎ ƛƴ ǇǊŜŘŜǘŜǊƳƛƴŜŘ ƭƻǘǎ ǎƛƳǳƭǘŀƴŜƻǳǎƭȅΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ Ŏƻǎǘǎ ƘŀǾŜ ōŜŜƴ 

ƛƴŎǳǊǊŜŘ ŦƻǊ .ŀǘŎƘ bƻΦ Ψt{мпоΩ ƛƴ ǘƘŜ ƳƻƴǘƘ ƻŦ aŀǊŎƘΣ нлннΥ 

¦ƴƛǘǎ ǇǊƻŘǳŎŜŘ    мΣллл ǳƴƛǘǎ 

Direct materials cost  2,00,000 Direct Labour - 

Department A 800 labour hours @  100 per hour.  

Department B 1,400 labour hours @  120 per hour. 

Factory overheads are absorbed on labour hour basis and the rates are:  

Department A @  140 per hour. 

Department B @  80 per hour. 

Administrative overheads are absorbed at 10% of selling price. 

The firm expects 25% gross profit (sales value minus factory cost) for determining the selling price. 

You are required to CALCULATE the selling price per unit of Batch No. 'PS143'. 

 

twh.[9a ς рΥ όw¢t a!¸ ннύ 

.ǊƻǎǘƻƳ [ǘŘΦ ƳŀƴǳŦŀŎǘǳǊŜǎ ϥ{ǘŜƴǘϥ ǘƘŀǘ ƛǎ ǳǎŜŘ ōȅ ƘƻǎǇƛǘŀƭǎ ƛƴ ŀƴƎƛƻǇƭŀǎǘȅΣ ŀ ǇǊƻŎŜŘǳǊŜ ǳǎŜŘ ǘƻ ƻǇŜƴ 

ōƭƻŎƪŜŘ ŎƻǊƻƴŀǊȅ ŀǊǘŜǊƛŜǎ ǿƛǘƘƻǳǘ ƻǇŜƴπƘŜŀǊǘ ǎǳǊƎŜǊȅΦ !ǎ ǇŜǊ ǘƘŜ ŜǎǝƳŀǘŜǎ ǇǊƻǾƛŘŜŘ ōȅ 

tƘŀǊƳŀŎŜǳǝŎŀƭ LƴŘǳǎǘǊȅ .ǳǊŜŀǳΣ ǘƘŜǊŜ ǿƛƭƭ ōŜ ŀ ŘŜƳŀƴŘ ƻŦ м ŎǊƻǊŜ ϥ{ǘŜƴǘǎϥ ƛƴ ǘƘŜ ŎƻƳƛƴƎ ȅŜŀǊΦ .ǊƻǎǘƻƳ 

[ǘŘΦ ƛǎ ƘŀǾƛƴƎ ŀ ƳŀǊƪŜǘ ǎƘŀǊŜ ƻŦ мл҈ ƻŦ ǘƘŜ ǘƻǘŀƭ ƳŀǊƪŜǘ ŘŜƳŀƴŘ ƻŦ ǘƘŜ {ǘŜƴǘǎΦ Lǘ ƛǎ ŜǎǝƳŀǘŜŘ ǘƘŀǘ ƛǘ 

Ŏƻǎǘǎ  оΦлл ŀǎ ƛƴǾŜƴǘƻǊȅ ƘƻƭŘƛƴƎ Ŏƻǎǘ ǇŜǊ ǎǘŜƴǘ ǇŜǊ ƳƻƴǘƘ ŀƴŘ ǘƘŀǘ ǘƘŜ ǎŜǘπǳǇ Ŏƻǎǘ ǇŜǊ Ǌǳƴ ƻŦ ǎǘŜƴǘ 

ƳŀƴǳŦŀŎǘǳǊŜ ƛǎ  прлΦ 

Required: 

(i) WHAT would be the optimum run size for Stent manufacture? 

(ii) WHAT is the minimum inventory holding cost? 

 

twh.[9a ς сΥ όw¢t bh± нмύ 

wƻƭƭπƻƴ [ǘŘΦ ƛǎ ŎƻƳƳƛǧŜŘ ǘƻ ǎǳǇǇƭȅ фсΣулл ōŜŀǊƛƴƎǎ ǇŜǊ ŀƴƴǳƳ ǘƻ wŀŎƛƴƎ [ǘŘΦ ƻƴ ǎǘŜŀŘȅ ōŀǎƛǎΦ Lǘ ƛǎ 

ŜǎǝƳŀǘŜŘ ǘƘŀǘ ƛǘ Ŏƻǎǘǎ нр Ǉŀƛǎŀ ŀǎ ƛƴǾŜƴǘƻǊȅ ŎŀǊǊȅƛƴƎ Ŏƻǎǘ ǇŜǊ ōŜŀǊƛƴƎ ǇŜǊ ƳƻƴǘƘ ŀƴŘ ǘƘŜ ǎŜǘπǳǇ Ŏƻǎǘ 

ǇŜǊ Ǌǳƴ ƻŦ ōŜŀǊƛƴƎ ƳŀƴǳŦŀŎǘǳǊŜ ƛǎ  рууΦ 

a. COMPUTE what would be the optimum run size for bearing manufacture? 

b. Assuming that the company has a policy of manufacturing 8,800 bearings per run, CALCULATE 

how much extra costs the company would be incurring as compared to the optimum run 

suggested in (a) above? 
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twh.[9a ς тΥ όw¢t bh± мфύ 

.¢[ [[tΦ aŀƴǳŦŀŎǘǳǊŜǎ Ǝƭŀǎǎ ōƻǧƭŜǎ ŦƻǊ I5[ [ǘŘΦΣ ŀ ǇƘŀǊƳŀŎŜǳǝŎŀƭ ŎƻƳǇŀƴȅΣ ǿƘƛŎƘ ƛǎ ƛƴ ŀȅǳǊǾŜŘƛŎ 

ƳŜŘƛŎƛƴŜǎ ōǳǎƛƴŜǎǎΦ .¢[ Ŏŀƴ ǇǊƻŘǳŎŜ нΣллΣллл ōƻǧƭŜǎ ƛƴ ŀ ƳƻƴǘƘΦ {ŜǘπǳǇ Ŏƻǎǘ ƻŦ ŜŀŎƘ ǇǊƻŘǳŎǝƻƴ 

Ǌǳƴ ƛǎ  рΣнлл ŀƴŘ ǘƘŜ Ŏƻǎǘ ƻŦ ƘƻƭŘƛƴƎ ƻƴŜ ōƻǧƭŜ ŦƻǊ ŀ ȅŜŀǊ ƛǎ  мΦрлΦ 

!ǎ ǇŜǊ ŀƴ ŜǎǝƳŀǘŜ I5[ [ǘŘΦ Ŏŀƴ ƻǊŘŜǊ ŀǎ ƳǳŎƘ ŀǎ мфΣллΣллл ōƻǧƭŜǎ ƛƴ ŀ ȅŜŀǊ ǎǇǊŜŀŘƛƴƎ ŜǾŜƴƭȅ 

ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ ȅŜŀǊΦ 

!ǘ ǇǊŜǎŜƴǘ ǘƘŜ .¢[ ƳŀƴǳŦŀŎǘǳǊŜǎ мΣслΣллл ōƻǧƭŜǎ ƛƴ ŀ ōŀǘŎƘΦ 

wŜǉǳƛǊŜŘΥ 

ƛΦ /hat¦¢9 ǘƘŜ 9ŎƻƴƻƳƛŎ .ŀǘŎƘ vǳŀƴǝǘȅ ŦƻǊ ōƻǧƭŜ ǇǊƻŘǳŎǝƻƴΦ 

ƛƛΦ /hat¦¢9 ǘƘŜ ŀƴƴǳŀƭ Ŏƻǎǘ ǎŀǾƛƴƎ ǘƻ .¢[ ōȅ ŀŘƻǇǝƴƎ ǘƘŜ 9.v ƻŦ ŀ ǇǊƻŘǳŎǝƻƴΦ 
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!b{²9w{ 

мΦ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ {ŀƭŜǎ ǾŀƭǳŜ ŀƴŘ {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ƻŦ aƻƴƪŜȅ tƻȄ ǾŀŎŎƛƴŜ 

Particulars Amount (  ) 

per Batch 

Amount (  ) for 1600 

units or 20 batches 

Amount 

(  ) 

per unit 

Direct materials 4,250 85,000 53.125 

Direct wages 500 10,000 6.250 

Lab set-up cost 1,400 28,000 17.500 

Production overheads (20% of direct 

wages) 

100 2,000 1.250 

Production Cost 6,250 1,25,000 78.125 

Selling, distribution and administration 

cost (20% of Production cost) 

1,250 25,000 15.625 

Total Cost 7,500 1,50,000 93.75 

Add: Profit (1/3rd of Total cost or 25% of 

Sales 

value) 

2,500 50,000 31.25 

Sales value 10,000 2,00,000 125.00 

 

нΦ 

i) Calculation of most Economical Production Run 

= 
1212

800,4.Rs000,602

³

³³
 = 2,000 Vaccine 

ii) Calculation of Extra Cost due to processing of 15,000 vaccines in a batch 

 ²ƘŜƴ Ǌǳƴ ǎƛȊŜ ƛǎ нΣллл ǾŀŎŎƛƴŜǎ ²ƘŜƴ Ǌǳƴ ǎƛȊŜ ƛǎ мрΣллл ǾŀŎŎƛƴŜǎ 

¢ƻǘŀƭ ǎŜǘ ǳǇ Ŏƻǎǘ слΣлллκнΣллл Ȅ пΣулл Ґ  мΣппΣллл слΣлллκмрΣллл Ȅ пΣулл Ґ  мфΣнлл 

¢ƻǘŀƭ /ŀǊǊȅƛƴƎ Ŏƻǎǘ мκн Ȅ нΣллл Ȅ мпп Ґ  мΣппΣллл мκн Ȅ мрΣллл Ȅ  мпп Ґ  млΣулΣллл 

¢ƻǘŀƭ /ƻǎǘ  нΣууΣллл  млΣффΣнлл 

¢ƘǳǎΣ ŜȄǘǊŀ Ŏƻǎǘ Ґ  млΣффΣнлл π  нΣууΣллл Ґ  уΣммΣнлл 

 

оΦ 

ƛΦ hǇǝƳǳƳ ōŀǘŎƘ ǎƛȊŜ ƻǊ 9ŎƻƴƻƳƛŎ .ŀǘŎƘ vǳŀƴǝǘȅ ό9.vύΥ 

9.v Ґ 
4.2

384000,482

C

DS2 ³³
==  Ґ офмфΦму ƻǊ оΣфнл ǳƴƛǘǎ 

bǳƳōŜǊ ƻŦ hǇǝƳǳƳ Ǌǳƴǎ Ґ пуΣллл ҏ оΣфнл Ґ мнΦнпр ƻǊ мо Ǌǳƴ 

ƛƛΦ LƴǘŜǊǾŀƭ ōŜǘǿŜŜƴ н Ǌǳƴǎ όƛƴ Řŀȅǎύ Ґ оср Řŀȅǎ ҏ мо Ґ ну Řŀȅǎ ƻǊ осрҏмнΦнпҐнфΦун Řŀȅǎ 
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ƛƛƛΦLŦ уΣллл ōŜŀǊƛƴƎǎ ŀǊŜ ƳŀƴǳŦŀŎǘǳǊŜǎ ƛƴ ŀ ǊǳƴΥ ¢ƻǘŀƭ Ŏƻǎǘ Ґ {ŜǘπǳǇ Ŏƻǎǘ Ҍ LƴǾŜƴǘƻǊȅ ƘƻƭŘƛƴƎ Ŏƻǎǘ 

Ґ Φоуп Ҏ όпуΣллл ҏ уΣлллύ Ҍ όуΣлллҏнύ Ҏ ΦнΦп 

Ґ нолпҌфΣслл Ґ ммΣфлп 

9ȄǘǊŀ Ŏƻǎǘ Ґ  όммΣфлп ς фΣплсϝύ Ґ  нΣпфуκπ  

hw 

9ȄǘǊŀ Ŏƻǎǘ Ґ  όммΣфлп ς фΣсфсϝύ Ґ  нΣнлуκπ 

ϝ aƛƴƛƳǳƳ LƴǾŜƴǘƻǊȅ /ƻǎǘ Ґ !ǾŜǊŀƎŜ LƴǾŜƴǘƻǊȅ Ҏ LƴǾŜƴǘƻǊȅ /ŀǊǊȅƛƴƎ /ƻǎǘ ǇŜǊ ǳƴƛǘ ǇŜǊ ŀƴƴǳƳ 

!ǾŜǊŀƎŜ LƴǾŜƴǘƻǊȅ Ґ оΣфнл ǳƴƛǘǎ ҏ н Ґ мΣфсл ǳƴƛǘǎ 

/ŀǊǊȅƛƴƎ /ƻǎǘ ǇŜǊ ǳƴƛǘ ǇŜǊ ŀƴƴǳƳ Ґ лΦн Ҏ мн ƳƻƴǘƘǎ Ґ нΦп 

aƛƴƛƳǳƳ LƴǾŜƴǘƻǊȅ IƻƭŘƛƴƎ /ƻǎǘǎ Ґ мΣфсл ǳƴƛǘǎ Ҏ нΦп Ґ пΣтлп 

¢ƻǘŀƭ Ŏƻǎǘ Ґ {ŜǘπǳǇ Ŏƻǎǘ Ҍ LƴǾŜƴǘƻǊȅ ƘƻƭŘƛƴƎ Ŏƻǎǘ Ґ όмнΦнпрҎоупύ Ҍ птлп Ґ  фΣплс όŀǇǇǊƻȄΦύ 

¢ƻǘŀƭ Ŏƻǎǘ Ґ {ŜǘπǳǇ Ŏƻǎǘ Ҍ LƴǾŜƴǘƻǊȅ ƘƻƭŘƛƴƎ Ŏƻǎǘ Ґ όмоҎоупύ Ҍ птлп Ґ  фΣсфс όŀǇǇǊƻȄΦύ 

ƛǾΦ ¢ƻ ǎŀǾŜ Ŏƻǎǘ ǘƘŜ ŎƻƳǇŀƴȅ ǎƘƻǳƭŘ Ǌǳƴ ŀǘ ƻǇǝƳǳƳ ōŀǘŎƘ ǎƛȊŜ ƛΦŜΦΣ оΣфнл ¦ƴƛǘǎΦ Lǘ ǎŀǾŜǎ  нΣпфу 

ƻǊ ннлуΦ wǳƴ ǎƛȊŜ ǎƘƻǳƭŘ ƳŀǘŎƘ ǿƛǘƘ ǘƘŜ 9ŎƻƴƻƳƛŎ ǇǊƻŘǳŎǝƻƴ Ǌǳƴ ƻŦ ōŜŀǊƛƴƎ ƳŀƴǳŦŀŎǘǳǊŜΦ 

²ƘŜƴ ƳŀƴŀƎŜǊǎ ƻŦ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ƻǇŜǊŀǝƻƴ ƳŀƪŜ ŘŜŎƛǎƛƻƴǎ ŀōƻǳǘ ǘƘŜ ƴǳƳōŜǊ ƻŦ ǳƴƛǘǎ ǘƻ 

ǇǊƻŘǳŎŜ ŦƻǊ ŜŀŎƘ ǇǊƻŘǳŎǝƻƴ ǊǳƴΣ ǘƘŜȅ Ƴǳǎǘ ŎƻƴǎƛŘŜǊ ǘƘŜ Ŏƻǎǘǎ ǊŜƭŀǘŜŘ ǘƻ ǎŜǩƴƎ ǳǇ ǘƘŜ 

ǇǊƻŘǳŎǝƻƴ ǇǊƻŎŜǎǎ ŀƴŘ ǘƘŜ Ŏƻǎǘǎ ƻŦ ƘƻƭŘƛƴƎ ƛƴǾŜƴǘƻǊȅ 

 

!ƭǘŜǊƴŀǝǾŜ ǇǊŜǎŜƴǘŀǝƻƴ ǘƻ ǇŀǊǘ оόŀύ όƛƛƛύ 

{ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ¢ƻǘŀƭ /ƻǎǘ ŀǘ tǊƻŘǳŎǝƻƴ wǳƴ ǎƛȊŜ ƻŦ оΣслл ŀƴŘ уΣллл ōŜŀǊƛƴƎǎ 

!Φ !ƴƴǳŀƭ ǊŜǉǳƛǊŜƳŜƴǘ пуΣллл пуΣллл 

.Φ wǳƴ {ƛȊŜ оΣфнл уΣллл 

/Φ bƻΦ ƻŦ Ǌǳƴǎ ό!κ.ύ мнΦнпр с 

5Φ {Ŝǘ ǳǇ Ŏƻǎǘ ǇŜǊ Ǌǳƴ  оуп  оуп 

9Φ ¢ƻǘŀƭ ǎŜǘ ǳǇ Ŏƻǎǘ ό/ Ȅ 5ύ  пΣтлн  нΣолп 

CΦ !ǾŜǊŀƎŜ ƛƴǾŜƴǘƻǊȅ ό.κнύ мΣфсл пΣллл 

DΦ /ŀǊǊȅƛƴƎ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ǇΦŀΦ нΦп нΦп 

IΦ ¢ƻǘŀƭ /ŀǊǊȅƛƴƎ Ŏƻǎǘ όC Ȅ Dύ пΣтлп фΣслл 

LΦ ¢ƻǘŀƭ Ŏƻǎǘ ό9 Ҍ Iύ фΣплс ммΣфлп 

9ȄǘǊŀ Ŏƻǎǘ ƛƴŎǳǊǊŜŘΣ ƛŦ Ǌǳƴ ǎƛȊŜ ƛǎ ƻŦ уΣлллҐ  ммΣфлпπфΣплсҐ  нΣпфу 

 

пΦ 

{ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ƻŦ .ŀǘŎƘ ƴǳƳōŜǊ ϥt{мпоϥ 

Particulars Amount (  ) Amount (  ) 

Direct Materials  2,00,000 

Direct Labour   

Department A 800 labour hours @  100 per hour 80,000  

Department B 1400 labour hours @  120 per hour 1,68,000 2,48,000 
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Factory overheads 

Department A 800 labour hours @  140 per hour Department 

B 1400 labour hours @  80 per hour 

 

1,12,000 

1,12,000 

 

 

2,24,000 

Factory Cost  6,72,000 

Add: Administrative overheads (10% of selling price) 

(6,72,000/75% x 10%) 

 89,600 

Cost of production  7,61,600 

Add: Profit (15% of selling price) (6,72,000/75% x 15%)  1,34,400 

Selling price of batch no 'PS143'  8,96,000 

Selling price per unit (8,96,000 / 1000 units)  896 

 

 

рΦ 

i. /ƻƳǇǳǘŀǘƛƻƴ ƻŦ hǇǘƛƳǳƳ wǳƴ ǎƛȊŜ ƻŦ Ψ{ǘŜƴǘǎΩ ƻǊ 9ŎƻƴƻƳƛŎ .ŀǘŎƘ vǳŀƴǘƛǘȅ (EBQ) 

Economic Batch Quantity (EBQ) = 
C

DS2
 

Where,  D  = Annual demand for the Stents 

    = 1,00,00,000 × 10% = 10,00,000 units 

   S  = Set- up cost per run 

   =  450 

   C  = Carrying cost per unit per annum 

 =  3 × 12 =  36 

9.v Ґ 
36.Rs

450.Rs000,00,12 ³³
 

  Ґ рΣллл ǳƴƛǘǎ ƻŦ {ǘŜƴǘǎ 

ii. Minimum inventory holding cost 

Minimum Inventory Cost = Average Inventory × Inventory Carrying Cost per unit per annum 

= (5,000 ÷ 2) ×  36 

=  90,000 

iii. Calculation of the extra cost due to manufacturing policy 

 When run size is 6,000 units When run size is 5,000 units i.e. at 

EBQ 

Total set up cost 
450.Rs

000,6

000,00,10
³=  =  75,000 450.Rs

000,5

000,00,10
³=  Ґ  90,000 

Total Carrying cost ½ × 6,000 ×  36 ½ × 5,000 ×  36 

 =  1,08,000 =  90,000 

Total Cost  1,83,000  1,80,000 
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Extra cost =  1,83,000 -  1,80,000 =  3,000 

 

сΦ 

hǇǝƳǳƳ ǇǊƻŘǳŎǝƻƴ Ǌǳƴ ǎƛȊŜ όvύ 

1225.0

588.Rs800,962

C

DS2

³

³³
= Ґ сΣмсл ōŜŀǊƛƴƎǎΦ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ 9ȄǘǊŀ /ƻǎǘ 

¢ƻǘŀƭ /ƻǎǘ όƻŦ ƳŀƛƴǘŀƛƴƛƴƎ ǘƘŜ ƛƴǾŜƴǘƻǊƛŜǎύ ǿƘŜƴ ǇǊƻŘǳŎǝƻƴ Ǌǳƴ ǎƛȊŜ όvύ ŀǊŜ сΣмсл ŀƴŘ уΣулл 

ōŜŀǊƛƴƎǎ ǊŜǎǇŜŎǝǾŜƭȅΦ 

¢ƻǘŀƭ Ŏƻǎǘ Ґ ¢ƻǘŀƭ ǎŜǘπǳǇ Ŏƻǎǘ Ҍ ¢ƻǘŀƭ ŎŀǊǊȅƛƴƎ ŎƻǎǘΦ 

tŀǊǝŎǳƭŀǊǎ ²ƘŜƴ Ǌǳƴ ǎƛȊŜ ƛǎ сΣмсл ōŜŀǊƛƴƎǎ ²ƘŜƴ Ǌǳƴ ǎƛȊŜ ƛǎ уΣулл ōŜŀǊƛƴƎǎ 

 

¢ƻǘŀƭ ǎŜǘ ǳǇ Ŏƻǎǘ 

Ґ фсΣуллκ смсл Ҏ  руу Ґ фΣнпл 

hǊΣ 

bƻΦ ƻŦ ǎŜǘǳǇǎ Ґ мрΦтм όмс ǎŜǘǳǇǎύ 

Ґ мс Ȅ  руу Ґ  фΣплу 

Ґ фсΣуллκуΣулл Ҏ  руу Ґ сΣпсу 

¢ƻǘŀƭ /ŀǊǊȅƛƴƎ Ŏƻǎǘ ѹ Ҏ сΣмсл Ҏ лΦнр Ҏ мн Ґ  фΣнпл ѹ Ҏ уΣулл Ҏ лΦнр Ҏ мн Ґ  моΣнлл 

¢ƻǘŀƭ /ƻǎǘ  муΣпулκ  муΣспу  мфΣссу 

 мΣмууκ  мΣлнл ƛǎ ǘƘŜ ŜȄǘǊŀ Ŏƻǎǘ ƛƴŎǳǊǊŜŘ ōȅ ǘƘŜ ŎƻƳǇŀƴȅ ŘǳŜ ǘƻ Ǌǳƴ ǎƛȊŜ ƴƻǘ ōŜƛƴƎ ƻǇǝƳǳƳ 

Ǌǳƴ ǎƛȊŜΦ 

 

тΦ 

9ŎƻƴƻƳƛŎ .ŀǘŎƘ vǳŀƴǝǘȅ ό9.vύ Ґ Ҟн5κ{ 

²ƘŜǊŜΣ 5   Ґ   !ƴƴǳŀƭ ŘŜƳŀƴŘ ŦƻǊ ǘƘŜ ǇǊƻŘǳŎǘ 

{   Ґ   {ŜǩƴƎ ǳǇ Ŏƻǎǘ ǇŜǊ ōŀǘŎƘ 

/   Ґ   /ŀǊǊȅƛƴƎ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ƻŦ ǇǊƻŘǳŎǝƻƴ 

όƛύ   /ƻƳǇǳǘŀǝƻƴ ƻŦ 9.v Υ 

Ҟн Ȅ мфΣллΣллл Ȅ  рΣнллκ  мΦр 

Ґ мΣмпΣттр ōƻǧƭŜǎ 

όƛƛύ   /ƻƳǇǳǘŀǝƻƴ ƻŦ ǎŀǾƛƴƎǎ ƛƴ Ŏƻǎǘ ōȅ ŀŘƻǇǝƴƎ 9.vΥ 

.ŀǘŎƘ {ƛȊŜ bƻΦ ƻŦ .ŀǘŎƘ {ŜǘπǳǇ Ŏƻǎǘ /ŀǊǊȅƛƴƎ Ŏƻǎǘ ¢ƻǘŀƭ /ƻǎǘ 

мслллл ōƻǧƭŜǎ мн снплл 

ό  рΣнлл Ҏмнύ 

мнлллл 

ό  мΦр Ҏ ѹ ҎмΣслΣлллύ 

мΣунΣпллΦлл 

ммпттр ōƻǧƭŜǎ мт ууплл 

ό  рΣнлл Ҏмтύ 

услумΦнр 

ό  мΦр Ҏ ѹ Ҏ мΣмпΣттрύ 

мΣтпΣпумΦнр 

{ŀǾƛƴƎ тΣфмуΦтр 
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CHAPTER 7: MATERIAL COST 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

PROBLEM ς 1 : ( MAY 23 ς 5 Marks) 

TSK Limited manufactures a variety of products. The annual demand for one of its products- Product 

'X' is estimated as 1,35,000 units. Product 'X' is to be manufactured done in batches. Set up cost of 

ŜŀŎƘ ōŀǘŎƘ ƛǎ оΣотр ŀƴŘ ƛƴǾŜƴǘƻǊȅ ƘƻƭŘƛƴƎ Ŏƻǎǘ ƛǎ р ǇŜǊ ǳƴƛǘΦ Lǘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƘŀǘ ŘŜƳŀƴŘ ƻŦ tǊƻŘǳŎǘ 

'X' would be uniform throughout the year. 

Required: 

1. Calculate the Economic Batch (EBQ) for Product 'X'. 

2. Assuming that the company has a policy of manufacturing 7,500 units of Product 'X' per batch, 

calculate the additional cost incurred as compared to the cost incurred as per Economic Batch 

Quantity (EBQ) as computed in (i) above. 

 

PROBLEM ς 2 : (NOV 22 ς 5 Marks) 

MM Ltd. uses 7500 valves per month which is purchased at a price of 1.50 per unit. The carrying 

cost is estimated to be 20% of average inventory investment on an annual basis. The cost to place 

an order and getting the delivery is 15. It takes a period of 1.5 months to receive a delivery from 

the date of placing an order and a safety stock of 3200 valves is desired. 

You are required to determine: 

ƛΦ The Economic Order Quantity (EOQ) and the frequency of orders. 

ƛƛΦ The re-order point. 

ƛƛƛΦ The Economic Order Quantity (EOQ) if the valve cost 4.50 each instead of 1.50 each. 

(Assume a year consists of 360 days) 

 

PROBLEM ς 3 : (MAY 22 ς 5 Marks) 

! [ƛƳƛǘŜŘ ŀ ǘƻȅ ŎƻƳǇŀƴȅ ǇǳǊŎƘŀǎŜǎ ƛǘǎ ǊŜǉǳƛǊŜƳŜƴǘ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ŦǊƻƳ { [ƛƳƛǘŜŘ ŀǘ  мнл ǇŜǊ ƪƎΦ 

¢ƘŜ ŎƻƳǇŀƴȅ ƛƴŎǳǊǎ ŀ ƘŀƴŘƭƛƴƎ Ŏƻǎǘ ƻŦ  плл Ǉƭǳǎ ŦǊŜƛƎƘǘ ƻŦ  орл ǇŜǊ ƻǊŘŜǊΦ ¢ƘŜ ƛƴŎǊŜƳŜƴǘŀƭ 

ŎŀǊǊȅƛƴƎ Ŏƻǎǘ ƻŦ ƛƴǾŜƴǘƻǊȅ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ƛǎ  лΦнр ǇŜǊ ƪƎ ǇŜǊ ƳƻƴǘƘΦ Lƴ ŀŘŘƛǘƛƻƴ ǘƘŜ Ŏƻǎǘ ƻŦ ǿƻǊƪƛƴƎ 

ŎŀǇƛǘŀƭ ŦƛƴŀƴŎŜ ƻƴ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ƛƴǾŜƴǘƻǊȅ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ƛǎ  мр ǇŜǊ ƪƎ ǇŜǊ ŀƴƴǳƳΦ ¢ƘŜ ŀƴƴǳŀƭ 

production of the toys is 60,000 units and 5 units of toys are obtained from one kg. of raw material. 

Required: 

(i) Calculate the Economic Order Quantity (EOQ) of raw materials. 

(ii) Advise, how frequently company should order to minimize its procurement cost. Assume 360 

days in a year. 

(iii) Calculate the total ordering cost and total inventory carrying cost per annum as per EOQ. 

 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
м
п
ф 

PROBLEM ς 4 : (DEC 21 ς 5 Marks) 

XYZ Ltd. uses two types of raw materials ς ΨaŀǘŜǊƛŀƭ !Ω ŀƴŘ ΨaŀǘŜǊƛŀƭ .Ω ƛƴ ǘƘŜ ǇǊƻŘǳŎǘƛƻƴ ǇǊƻŎŜǎǎ 

and has provided the following data for the year ended on 31 st March, 2021: 

Particulars Material A 

ό ύ 

Material B 

ό ύ 

Opening stock as on 01.04.2020 30,000 32,000 

Purchase during the year 90,000 51,000 

Closing stock as on 31.03.2021 20,000 14,000 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

όŀύ The inventory turnover ratio of ΨaŀǘŜǊƛŀƭ !Ω ŀƴŘ ΨaŀǘŜǊƛŀƭ .ΩΦ 

όōύ ¢ƘŜ ƴǳƳōŜǊ ƻŦ Řŀȅǎ ŦƻǊ ǿƘƛŎƘ ǘƘŜ ŀǾŜǊŀƎŜ ƛƴǾŜƴǘƻǊȅ ƛǎ ƘŜƭŘ ŦƻǊ ōƻǘƘ ƳŀǘŜǊƛŀƭǎ Ψ!Ω ŀƴŘ Ψ.ΩΦ 

.ŀǎŜŘ ƻƴ ŀōƻǾŜ ŎŀƭŎǳƭŀǝƻƴǎΣ ƎƛǾŜ ȅƻǳǊ ŎƻƳƳŜƴǘǎΦ ό!ǎǎǳƳŜ осл Řŀȅǎ ƛƴ ŀ ȅŜŀǊΦύ 

 

PROBLEM ς 5 : (JUL 21 ς 5 Marks) 

MM Ltd. has provided the following information about the items in its inventory. 

LǘŜƳ /ƻŘŜ bǳƳōŜǊ ¦ƴƛǘǎ ¦ƴƛǘ /ƻǎǘ ό ύ 

млм нр рл 

млн олл лм 

мло рл ул 

млп тр лу 

млр ннр лн 

млс тр мн 

MM Ltd. has adopted the policy of classifying the items constituting 15% or above of Total Inventory 

Cost as 'A' category, items constituting 6% or less of Total Inventory Cost as 'C' category and the 

remaining items as 'B' category. 

You are required to:  

(i) Rank the items on the basis of % of Total Inventory Cost. 

(ii) Classify the items into A, B and C categories as per ABC Analysis of Inventory Control adopted by 

MM Ltd. 

 

PROBLEM ς 6 : (NOV 20 ς 10 Marks) 

An automobile company purchases 27,000 spare parts for its annual requirements. The cost per 

ƻǊŘŜǊ ƛǎ  нпл ŀƴŘ ǘƘŜ ŀƴƴǳŀƭ ŎŀǊǊȅƛƴƎ Ŏƻǎǘ ƻŦ ŀǾŜǊŀƎŜ ƛƴǾŜƴǘƻǊȅ ƛǎ мнΦр҈Φ 9ŀŎƘ ǎǇŀǊŜ ǇŀǊǘ Ŏƻǎǘǎ  рлΦ 

At present, the order size is 3,000 spare parts. (Assume that number of days in a year = 360 days)  

Find out: 

(i) How much the company's cost would be saved by opting EOQ model? 

(ii) The Re-order point under EOQ model if lead time is 12 days. 
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(iii) How frequently should orders for procurement be placed under EOQ model? 

 

PROBLEM ς 7 : (MAY 19 ς 10 Marks) 

Surekha Limited produces 4,000 Litres of paints on a quarterly basis. Each Litre requires 2 kg of raw 

material. The cost oŦ ǇƭŀŎƛƴƎ ƻƴŜ ƻǊŘŜǊ ŦƻǊ Ǌŀǿ ƳŀǘŜǊƛŀƭ ƛǎ  пл ŀƴŘ ǘƘŜ ǇǳǊŎƘŀǎƛƴƎ ǇǊƛŎŜ ƻŦ raw 

ƳŀǘŜǊƛŀƭ ƛǎ  рл ǇŜǊ ƪƎΦ ¢ƘŜ ǎǘƻǊŀƎŜ Ŏƻǎǘ ŀƴŘ ƛƴǘŜǊŜǎǘ Ŏƻǎǘ ƛǎ н҈ ŀƴŘ с҈ ǇŜǊ ŀƴƴǳƳ ǊŜǎǇŜŎǘƛǾŜƭȅΦ ¢ƘŜ 

lead time for procurement of raw material is 15 days. 

Calculate Economic Order Quantity and Total Annual Inventory Cost in respect of the above raw 

material. 

 

PROBLEM ς 8 : (MAY 19 ς 10 Marks) 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ŀǊŜ ǘƘŜ ŘŜǘŀƛƭǎ ƻŦ ǊŜŎŜƛǇǘ ŀƴŘ ƛǎǎǳŜ ƻŦ ƳŀǘŜǊƛŀƭ ϥ/·9ϥ ƛƴ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ /ƻΦ ŘǳǊƛƴƎ ǘƘŜ 

ƳƻƴǘƘ ƻŦ !ǇǊƛƭ нлмфΥ 

5ŀǘŜ tŀǊǝŎǳƭŀǊǎ vǳŀƴǝǘȅ όƪƎύ wŀǘŜ ǇŜǊ όƪƎύ 

!ǇǊπлп tǳǊŎƘŀǎŜ оΣллл  мс 

!ǇǊπлу LǎǎǳŜ мΣллл   

!ǇǊπмр tǳǊŎƘŀǎŜ мΣрлл  му 

!ǇǊπнл LǎǎǳŜ мΣнлл   

!ǇǊπнр wŜǘǳǊƴ ǘƻ ǎǳǇǇƭƛŜǊ ƻǳǘ ƻŦ ǇǳǊŎƘŀǎŜ ƳŀŘŜ ƻƴ !ǇǊƛƭ мр олл   

!ǇǊπнс LǎǎǳŜ мΣллл   

!ǇǊπну tǳǊŎƘŀǎŜ рлл  мт 

Opening stock as on 01-04-нлмф ƛǎ мΣллл ƪƎ Ϫ  мр ǇŜǊ ƪƎΦ 

hƴ олǘƘ !ǇǊƛƭΣ нлмф ƛǘ ǿŀǎ ŦƻǳƴŘ ǘƘŀǘ рл ƪƎ ƻŦ ƳŀǘŜǊƛŀƭ Ψ/·9Ω ǿŀǎ ŦǊŀǳŘǳƭŜƴǘƭȅ ƳƛǎŀǇǇǊƻǇǊƛŀǘŜŘ ōȅ 

the store assistant and never recovered by the Company. 

Required: 

i. Prepare a store ledger account under each of the following method of pricing the issue: 

a) Weighted Average Method 

b) LIFO 

ii. What would be the value of material consumed and value of closing stock as on 30-04-2019 as 

per these two methods? 

 

PROBLEM ς 9 : (NOV 18, MTP MAY 21, QFP ς 5 Marks) 

M/s. SJ Private Limited manufactures 20000 units of a product per month. The cost of placing an 

ƻǊŘŜǊ ƛǎ  мΣрллΦ ¢ƘŜ ǇǳǊŎƘŀǎŜ ǇǊƛŎŜ ƻŦ ǘƘŜ Ǌŀǿ ƳŀǘŜǊƛŀƭ ƛǎ  млл ǇŜǊ ƪƎΦ ¢ƘŜ ǊŜ-order period is 5 to 7 

weeks. The consumption of raw materials varies from 200 kg to 300 kg per week, the average 

consumption being 250 kg. The carrying cost of inventory is 9.75% per annum. 

You are required to calculate: 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
м
р
м 

(i) Re-order quantity 

(ii) Re-order level 

(iii) Maximum level 

(iv) Minimum level 

(v) Average stock level 

 

PROBLEM ς 10 : (MAY 18, MTP NOV 20 ς 5 Marks) 

MκǎΦ · tǊƛǾŀǘŜ [ƛƳƛǘŜŘ ƛǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŀ ǎǇŜŎƛŀƭ ǇǊƻŘǳŎǘ ǿƘƛŎƘ ǊŜǉǳƛǊŜǎ ŀ ŎƻƳǇƻƴŜƴǘ ά{Y¸ .[¦9ϦΦ 

The following particulars are available for the year ended 31st March, 2018: 

!ƴƴǳŀƭ ŘŜƳŀƴŘ ƻŦ Ϧ{Y¸ .[¦9Ϧ мнллл ¦ƴƛǘǎ 

/ƻǎǘ ƻŦ ǇƭŀŎƛƴƎ ŀƴ ƻǊŘŜǊ  мΣулл 

/ƻǎǘ ǇŜǊ ǳƴƛǘ ƻŦ Ϧ{Y¸ .[¦9  спл 

/ŀǊǊȅƛƴƎ Ŏƻǎǘ ǇŜǊ ŀƴƴǳƳ муΦтр҈ 

The company has been offered a quantity discount of 5 on the purchases of "SKY BLUE" provided 

the order size is 3000 components at a time. 

You are required to: 

(i) Compute the Economic Order Quantity. 

(ii) Advise whether the quantity discount offer can be accepted. 

 

PROBLEM ς 11 : (MAY 18 ς 5 Marks) 

The following details are provided by M/s. SKU Enterprises for the year ended 31st March, 2018: 

tŀǊǝŎǳƭŀǊǎ aŀǘŜǊƛŀƭπa ό ύ aŀǘŜǊƛŀƭπb ό ύ 

{ǘƻŎƪ ŀǎ ƻƴ лмπлпπнлмт сΣллΣллл млΣллΣллл 

{ǘƻŎƪ ŀǎ ƻƴ омπлоπнлму пΣрлΣллл тΣнрΣллл 

tǳǊŎƘŀǎŜǎ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊ фΣрлΣллл муΣплΣллл 

You are required to: 

(i) Calculate Turnover Ratio of both the materials. 

(ii) Advise which of the two materials is fast moving. (Assume 360 days in a year). 
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PROBLEM ς 12 : (RTP NOV 23) 

Following details are related to a manufacturing concern: 

Re-order Level 1,60,000 units 

Economic Order Quality 90,000 

Minimum Stock Level 1,00,000 units 

Maximum Stock Level 1,90,000 units 

Average Lead Time 6 days 

Difference between minimum lead time and Maximum lead time 4 days 

Calculate: 

(i) Maximum consumption per day 

(ii) Minimum consumption per day 

 

PROBLEM ς 13 : (RTP MAY 23) 

wŜƭƛŀōƭŜ LƴŘƛŀ tǾǘ [ǘŘ ƛǎ ŀ ǎǘŀǊǘǳǇ ŎƻƳǇŀƴȅ ŜƴƎŀƎŜŘ ƛƴ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ƻŦ !ƎǊƻ ¢ŜŎƘ ǇǊƻŘǳŎǘ ŦǊƻƳ ŀ Ǌŀǿ 

ƳŀǘŜǊƛŀƭΣ ǿƘƛŎƘ ƛǎ ǇǳǊŎƘŀǎŜŘ ŀǘ  мфл ǇŜǊ ƪƎΦ ¢ƘŜ ŎƻƳǇŀƴȅ ƛƴŎǳǊǎ ŀ ƘŀƴŘƭƛƴƎ Ŏƻǎǘ ƻŦ  мΣптл ǇƭǳǎΣ 

ŦǊŜƛƎƘǘ ƻŦ  ттл ǇŜǊ ƻǊŘŜǊΦ ¢ƘŜ ƛƴŎǊŜƳŜƴǘŀƭ ŎŀǊǊȅƛƴƎ Ŏƻǎǘ ƻŦ ƛƴǾŜƴǘƻǊȅ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ƛǎ  о ǇŜǊ ƪƎ ǇŜǊ 

ƳƻƴǘƘΦ Lƴ ŀŘŘƛǝƻƴΣ ǘƘŜ Ŏƻǎǘ ƻŦ ǿƻǊƪƛƴƎ ŎŀǇƛǘŀƭ ŬƴŀƴŎŜ ƻƴ ǘƘŜ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ƛƴǾŜƴǘƻǊȅ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ 

ƛǎ  нл ǇŜǊ ƪƎ ǇŜǊ ŀƴƴǳƳΦ ¢ƘŜ ŀƴƴǳŀƭ ǇǊƻŘǳŎǝƻƴ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘ ƛǎ мΣрлΣллл ǳƴƛǘǎ ŀƴŘ о ǳƴƛǘǎ ŀǊŜ 

ƻōǘŀƛƴŜŘ ŦǊƻƳ ƻƴŜ ƪƎΦ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭΦ !ǎǎǳƳŜ осл Řŀȅǎ ƛƴ ŀ ȅŜŀǊΦ 

Required: 

(i) Calculate the economic order quantity of raw materials. 

(ii) Determine, how frequently company should order for procurement be placed. 

(iii) If the company proposes to rationalize placement of orders on quarterly basis, determine the 

percentage of discount in the price of raw materials should be negotiated? 

 

PROBLEM ς 14 : (RTP NOV 22) 

aκǎ ¢ŀƴƛǎƘƪŀ aŀǘŜǊƛŀƭǎ tǊƛǾŀǘŜ [ƛƳƛǘŜŘ ǇǊƻŘǳŎŜǎ ŀ ǇǊƻŘǳŎǘ ǿƘƛŎƘ ƴŀƳŜǎ ά9{{έΦ ¢ƘŜ ŎƻƴǎǳƳǇǝƻƴ ƻŦ 

Ǌŀǿ ƳŀǘŜǊƛŀƭ ŦƻǊ ǘƘŜ ǇǊƻŘǳŎǝƻƴ ƻŦ ά9{{έ ƛǎ нмл YƎǎ ǘƻ орл YƎǎ ǇŜǊ ǿŜŜƪΦ hǘƘŜǊ ƛƴŦƻǊƳŀǝƻƴ ƛǎ ŀǎ 

ŦƻƭƭƻǿǎΥ 

Procurement Time: 5 to 9 Days 

Purchase price of Raw Materials:  100 per kg 

Ordering Cost per Order:  200 

Storage Cost: 1% per month plus  2 per unit per annum Consider 365 days a year. 

You are required to CALCULATE: 

(a) Economic Order Quantity 
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(b) Re-Order Level (ROL) 

(c) Maximum Stock Level 

(d) Minimum Stock Level 

(e) Average Stock Level 

(f) Number of Orders to be placed per year 

(g) Total Inventory Cost 

(h) If the supplier is willing to offer 1% discount on purchase of total annual quantity in two orders, 

whether offer is acceptable? 

(i) If the answer is no, what should be the counteroffer w.r.t. percentage of discount? 

 

PROBLEM ς 15 : (RTP MAY 22) 

{ƪȅ ϧ /ƻΦΣ ŀƴ ǳƴǊŜƎƛǎǘŜǊŜŘ ǎǳǇǇƭƛŜǊ ǳƴŘŜǊ D{¢Σ ǇǳǊŎƘŀǎŜŘ ƳŀǘŜǊƛŀƭ ŦǊƻƳ ±ȅŜ [ǘŘΦ ǿƘƛŎƘ ƛǎ ǊŜƎƛǎǘŜǊŜŘ 

ǳƴŘŜǊ D{¢Φ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ƛǎ ŀǾŀƛƭŀōƭŜ ŦƻǊ ƻƴŜ ƭƻǘ ƻŦ рΣллл ǳƴƛǘǎ ƻŦ ƳŀǘŜǊƛŀƭ ǇǳǊŎƘŀǎŜŘΥ 

Listed price of one lot  2,50,000 

Trade discount @ 10% on listed price 

CGST and SGST (Credit Not available) 12% (6% CGST + 6% SGST) Cash discount @ 10% 

(Will be given only if payment is made within 30 days.) 

Toll Tax paid  5,000 

Freight and Insurance  17,000 

Demurrage paid to transporter  5,000 

Commission and brokerage on purchases  10,000 Amount deposited for returnable containers  

30,000 Amount of refund on returning the container  20,000 

Other Expenses @ 2% of total cost 

20% of material shortage is due to normal reasons. 

The payment to the supplier was made within 21 days of the purchases. 

You are required to CALCULATE cost per unit of material purchased by Sky & Co. 

 

PROBLEM ς 16 : (RTP NOV 21) 

The following data are available in respect of material X for the year ended 31st March, 2021: 

      ό ύ 

Opening stock                 9,00,000 

Purchases during the year       1,70,00,000 

Closing stock               11,00,000 

CALCULATE:  

1. Inventory turnover ratio, and 

2. The number of days for which the average inventory is held. 

3. INTERPRET the ratio calculated as above if the industry inventory turnover rate is 10. 
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PROBLEM ς 17 : (RTP MAY 21, RTP MAY 19, MTP APR 19, PM) 

!ƴŀƴȅŀ [ǘŘΦ ǇǊƻŘǳŎŜǎ ŀ ǇǊƻŘǳŎǘ Ψ·Ω ǳǎƛƴƎ ŀ Ǌŀǿ ƳŀǘŜǊƛŀƭΣ Ψ5ΩΦ ¢ƻ ǇǊƻŘǳŎŜ ƻƴŜ ǳƴƛǘ ƻŦ Ψ9ΩΣ п ƪƎ ƻŦ 5ŜŜ 

is required. As per the sales forecast conducted by the company, it will able to sale 20,000 units of 

Exe in the coming year.  

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƛǎ ǘƘŜ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜƎŀǊŘƛƴƎ ǘƘŜ Ǌŀǿ ƳŀǘŜǊƛŀƭ Ψ5ΩΥ 

 

(i) The Re-order quantity is 400 kg. Less than the Economic Order Quantity (EOQ). 

(ii) Maximum consumption per day is 40 kg. More than the average consumption per day. 

(iii) There is an opening stock of 2,000 kg. 

(iv) Time required to get the raw materials from the suppliers is 4 to 8 days. 

(v) ¢ƘŜ ǇǳǊŎƘŀǎŜ ǇǊƛŎŜ ƛǎ  нрл ǇŜǊ ƪƎΦ 

 

There is an opening stock of 1,800 units of the finished product X. The carrying cost of inventory is 

14% p.a. 

¢ƻ ǇƭŀŎŜ ŀƴ ƻǊŘŜǊ ŎƻƳǇŀƴȅ Ƙŀǎ ǘƻ ƛƴŎǳǊ  мΣопл ƻƴ ǇŀǇŜǊ ŀƴŘ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ǿƻǊƪΦ 

 

From the above information FIND OUT the followings in relation to raw material D: 

(a) Re-order Quantity 

(b) Maximum Stock level 

(c) Minimum Stock level 

(d) Calculate the impact on the profitability of the company by not ordering the EOQ. [Take 300 

days for a year] 

 

PROBLEM ς 18 : (RTP NOV 20, MTP MAY 21, PM) 

A company uses four raw materials A, B, C and D for a particular product for which the following 

data apply: ς 

Raw 

Material 

Usage 

per unit 

of 

product 

(Kg.) 

Re-order 

Quantity 

(Kg.) 

Price 

per 

Kg. 

ό ύ 

Delivery period (in weeks) 
Re- 

order 

level 

(Kg.) 

Minimum 

level (Kg.) Minimum Average Maximum 

A 12 12,000 12 2 3 4 60,000 ? 

B 8 8,000 22 5 6 7 70,000 ? 

C 6 10,000 18 3 5 7 ? 25,500 

D 5 9,000 20 1 2 3 ? ? 

Weekly production varies from 550 to 1,250 units, averaging 900 units of the said product.  
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What would be the following quantities: ς 

(i) Minimum Stock of A? 

(ii) Maximum Stock of B? 

(iii) Re-order level of C? 

(iv) Average stock level of A? 

(v) Re-order level of D? 

(vi) Minimum Stock level of D?  

 

PROBLEM ς 19 : (RTP MAY 20) 

Date Particulars Units wŀǘŜ ǇŜǊ ǳƴƛǘ ό ύ 

15-12-2019 Purchase Order- 008 10,000 9,930 

30-12-2019 Purchase Order- 009 10,000 9,780 

01-01-2020 Opening stock 3,500 9,810 

05-01-2020 GRN*-008 (against the Purchase Order- 008) 10,000 - 

05-01-2020 MRN**-003 (against the Purchase Order- 008) 500 - 

06-01-2020 Material Requisition-011 3,000 - 

07-01-2020 Purchase Order- 010 10,000 9,750 

10-01-2020 Material Requisition-012 4,500 - 

12-01-2020 GRN-009 (against the Purchase Order- 009) 10,000 - 

12-01-2020 MRN-004 (against the Purchase Order- 009) 400 - 

15-01-2020 Material Requisition-013 2,200 - 

24-01-2020 Material Requisition-014 1,500 - 

25-01-2020 GRN-010 (against the Purchase Order- 010) 10,000 - 

28-01-2020 Material Requisition-015 4,000 - 

31-01-2020 Material Requisition-016 3,200 - 

*GRN- Goods Received Note; **MRN- Material Returned Note 

Based on the above data, you are required to CALCULATE: 

(i) Re-order level 

(ii) Maximum stock level 

(iii) Minimum stock level 

(iv) PREPARE Store Ledger for the period January 2020 and DETERMINE the value of stock as on 31-

01-2020. 

(v) Value of components used during the month of January, 2020. 

(vi) Inventory turnover ratio. 

  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
м
р
с 

PROBLEM ς 20 : (RTP NOV 19) 

HBL Limited produces product 'M' which has a quarterly demand of 20,000 units. Each product 

requires 3 kg. and 4 kg. of material X and Y respectively. Material X is supplied by a local supplier and 

can be procured at factory stores at any time, hence, no need to keep inventory for material X. The 

material Y is not locally available; it requires to be purchased from other states in a specially designed 

truck container with a capacity of 10 tons. 

The cost and other information related with the materials are as follows: 

Particulars Material -X Material-Y 

Purchase price per kg. (Excluding GST)  140  640 

Rate of GST 18% 18% 

Freight per trip (fixed, irrespective of quantity) -  28,000 

Loss of materials in transit* - 2% 

Loss in process* 4% 5% 

*On purchased quantity 

Other information: 

-  The company has to pay 15% p.a. to bank for cash credit facility. 

-  Input credit is available on GST paid on materials. 

Required: 

(i) CALCULATE cost per kg. of material X and Y 

(ii) CALCULATE the Economic Order quantity for both the materials. 
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мΦ 

ƛΦ Economic Batch Quantity (EBQ) 

where, 

D = Annual demand for the product 

S = Set-up cost per batch 

C = Carrying cost per unit per annum. 

5

375,3000,35,12

C

DS2 ³³
=  Ґ моΣрлл ǳƴƛǘǎ 

ii. Total Cost (of maintaining the inventories) when batch size (Q) are 13,500 and 7,500 

units respectively 

Total cost = Total set-up cost + Total carrying cost. 

 When batch size is 13,500 units When batch size is 7,500 units 

Total set up cost Ґ мΣорΣллл ҏ моΣрлл Ҏ  3,375  

 33,750 

Or, 

No. of setups = 10 

Ґ мл Ȅ  оΣотр Ґ  33,750 

Ґ мΣорΣллл ҏ тΣрлл Ҏ  3,375 

Ґ  60,750 

Total Carrying cost 1/2 × 13,500 × 5 

Ґ  33,750 

1/2 × 7,500 × 5 

Ґ  18,750 

Total Cost  67,500  79,500 

 12,000 is the excess cost borne by the company due to batch size not being economic 

batch quantity. 

Alternative presentation 

 EOQ 13,500 Batch size 7500 Extra cost Saving 

No of setup 10 18 8 x 3375 = 27,000  

Carrying cost 13,500 ς 7500 = 6000/ 2 @ 5  15,000 

Net extra cost = (27,000- 15,000) =  12,000 

 

2. 

i. Calculation of Economic Order Quantity 

Annual requirement (A) = 7500×12= 90,000  

Valves Cost per order (O) =  15 

Inventory carrying cost (i) = 20%  

Cost per unit of spare (c) =  1.5 

Carrying cost per unit (i × c) =  1.5 × 20% =  0.30  
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Economic Order Quantity (EOQ)  
ci

OA2

³

³³
=  

         
3.0

15000,902 ³³
=  = 3,000 Valves 

Frequency of order or Number of Orders = 90,000/3,000 = 30 orders. 

So Order can be placed in every 12 (360days/30) days 

ii. Re-order Quantity = {Maximum Consumption X Maximum lead time} + safety Stock 

      = {7500X1.5} + 3200 = 14,450 Valves 

iii. Calculation of Economic Order Quantity if valve costs  4.50 

Carrying cost is 20% of  4.50 =  0.90  

Economic Order Quantity (EOQ)  
ci

OA2

³

³³
=  

         
9.0

15000,902 ³³
=  

         = 1732.0508 units or 1733 Valves 

 

оΦ 

Annual requirement of raw material in kg. (A) = 60,000 units ÷ 5 units per kg. = 12,000 kg. 

Ordering Cost (Handling & freight cost) (O) =  400 +  350 =  750 

Carrying cost per unit per annum i.e. inventory carrying cost + working capital cost (c × i) 

= (  0.25 × 12 months) +  15 = =  18 per kg. 

i. E.O.Q.= 
18.Rs

750.Rs.kgs000,122 ³³
=  = 1,000 kg. 

ii. Frequency of orders for procurement:  

Annual consumption (A) = 12,000 kg.  

Quantity per order (EOQ) = 1,000 kg. 

No. of orders per annum A ÷ EOQ = 12,000kg ÷ 1,000kg. = 12 

Frequency of placing orders (in months) = 12months ÷ 12orders = 1 months 

Or, (in days) = 360days ÷ 12orders = 30 days 

iii. Calculation of total ordering cost and total inventory carrying cost as per EOQ: 

 Amount/Quantity 

Size of the order 1,000 kg. 

No. of orders 12 

Cost of placing orders  9,000 

(12 orders ×  750) 

Inventory carrying cost  9,000 

(1,000 kg. × ½ ×  18) 
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Total Cost  18,000 

 

4. 

i. Calculation of Inventory Turnover ratios and number of days: 

 Material A  

(  ) 

Material B  

(  ) 

Opening stock 30,000 32,000 

Add: Purchases  90,000 51,000 

 1,20,000 83,000 

Less: Closing stock 20,000 14,000 

Materials consumed 1,00,000 69,000 

Average inventory: (Opening Stock + Closing Stock) · 2 25,000 23,000 

(a) Inventory Turnover ratio: (Consumption · Average 

inventory) 

4 times 3 times 

(b) Number of days for which the average inventory held 

(Number of Days in a year/IT ratio) 

90 days 120 days 

ii. Comments: Material A is moving faster than Material B. Or Material A has a less 

holding period.  

 

5. 

(i) Statement of Total Inventory Cost and Ranking of items 

LǘŜƳ 

ŎƻŘŜ 

ƴƻΦ 

¦ƴƛǘǎ ҈ hŦ ¢ƻǘŀƭ 

ǳƴƛǘǎ 

¦ƴƛǘ Ŏƻǎǘ 

ό  ύ 

¢ƻǘŀƭ 

LƴǾŜƴǘƻǊȅ 

Ŏƻǎǘ 

ό  ύ 

҈ hŦ ¢ƻǘŀƭ 

LƴǾŜƴǘƻǊȅ 

Ŏƻǎǘ 

wŀƴƪƛƴƎ 

млм нр оΦоо рл мΣнрл мсΦст н 

млн олл плΦлл м олл пΦлл с 

мло рл сΦст ул пΣллл роΦоо м 

млп тр млΦлл у слл уΦлл п 

млр ннр олΦлл н прл сΦлл р 

млс тр млΦлл мн флл мнΦлл о 

 трл млл мро тΣрлл млл  

 

(ii) Classifying items as per ABC Analysis of Inventory Control 

Basis for ABC Classification as % of Total Inventory Cost 

мр҈ ϧ ŀōƻǾŜ     π   Ψ!Ω ƛǘŜƳǎ 
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т҈ ǘƻ мп҈      π   Ψ.Ω ƛǘŜƳǎ 

с҈ ϧ [Ŝǎǎ      π   Ψ/Ω ƛǘŜƳǎ 

wŀƴƪƛƴƎ LǘŜƳ ŎƻŘŜ 

bƻΦ 

҈ hŦ ¢ƻǘŀƭ 

ǳƴƛǘǎ 

¢ƻǘŀƭ LƴǾŜƴǘƻǊȅ 

Ŏƻǎǘ ό ύ 

҈ hŦ ¢ƻǘŀƭ 

LƴǾŜƴǘƻǊȅ /ƻǎǘ 

/ŀǘŜƎƻǊȅ 

м мло сΦст пΣллл роΦоо 
  

н млм оΦоо мΣнрл мсΦст 

¢ƻǘŀƭ н млΦлл рΣнрл тлΦлл ! 

о млс млΦлл флл мнΦлл 
  

п млп млΦлл слл уΦлл 

¢ƻǘŀƭ н нлΦлл мΣрлл нлΦлл . 

р млр олΦлл прл сΦлл 
  

с млн плΦлл олл пΦлл 

¢ƻǘŀƭ н тлΦлл трл млΦлл / 

DǊŀƴŘ 

¢ƻǘŀƭ 

с млл тΣрлл млл 

  

 

6. 

Working Notes: 

!ƴƴǳŀƭ ǊŜǉǳƛǊŜƳŜƴǘ ό!ύ  Ґ нтΣллл ǳƴƛǘǎ 

/ƻǎǘ ǇŜǊ ƻǊŘŜǊ όhύ  Ґ  нпл 

LƴǾŜƴǘƻǊȅ ŎŀǊǊȅƛƴƎ Ŏƻǎǘ όƛύ  Ґ мнΦр҈ 

/ƻǎǘ ǇŜǊ ǳƴƛǘ ƻŦ ǎǇŀǊŜ όŎύ  Ґ  рл 

/ŀǊǊȅƛƴƎ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ όƛ Ҏ Ŏύ  Ґ  рл Ҏ мнΦр҈ Ґ  сΦнр 

Economic Order Quantity (EOQ)    
ci

OA2

³

³³
=   

                         
25.6

240000,272 ³³
=  = 1,440 units 

(i) Calculation of saving by opting EOQ: 

  9ȄƛǎǝƴƎ hǊŘŜǊ ǇƻƭƛŎȅ 9hv aƻŘŜƭ 

bƻΦ ƻŦ ƻǊŘŜǊǎ 
ф муΦтр ƻǊ мф 

όнтΣлллκоΣлллύ όнтлллκмΣпплύ 

!Φ hǊŘŜǊƛƴƎ /ƻǎǘ ό ύ 
нΣмсл пΣрлл 

ό  нпл Ҏ фύ ό  нпл Ҏ нтΣлллκмΣпплύ 

.Φ /ŀǊǊȅƛƴƎ Ŏƻǎǘ ό ύ 
фΣотр пΣрлл 

 όоΣллл Ҏ  сΦнрκнύ  όмΣппл Ҏ  сΦнрκнύ 

¢ƻǘŀƭ Ŏƻǎǘ ό!Ҍ.ύ ό ύ ммΣрор фΣллл 
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{ŀǾƛƴƎǎ ƻŦ /ƻǎǘ ōȅ ƻǇǝƴƎ 9hv aƻŘŜƭ Ґ  ммΣрор ς  фΣллл Ґ  нΣрор 

όƛƛύ wŜπƻǊŘŜǊ Ǉƻƛƴǘ ǳƴŘŜǊ 9hvΥ 

Re-order point/ Re-order level = Maximum consumption × Maximum lead time 

Consumption per day = 27.000 units/360 days = 75 units 

Re-order point/ Re-order level = 75 units × 12 days = 900 units 

(iii) Frequency of Orders (in days): 

360days/No. of orders a year = 360/19 days = 18.95 days or 19 days 

 

7.  

Working: 

Calculation of Annual demand of raw material 

= 4,000 Litres (per quarter) x 4 (No. of Quarter in a year) x 2 kg. (raw material required for each 

Litre of paint) 

= 32,000 kg. 

Calculation of Carrying cost 

Storage rate = 2% 

Interest Rate = 6% 

Total = 8% per annum 

Carrying cost per unit per annum Ґ у҈ ƻŦ  рл Ґ  п ǇŜǊ ǳƴƛǘ ǇŜǊ ŀƴƴǳƳ 

(i) EOQ = 
(C) annum per unit per cost Carrying

order(O) per Cost Ordering(A) demand Annual2 ³³
  

= 
Rs.4

40.sRkg000,232 ³³
 = 800 Kg 

(ii) Total Annual Inventory Cost 

tǳǊŎƘŀǎƛƴƎ Ŏƻǎǘ ƻŦ онΣллл ƪƎ Ϫ  рл ǇŜǊ ƪƎ  мсΣллΣллл 

hǊŘŜǊƛƴƎ /ƻǎǘ όонΣллл ƪƎκулл ƪƎ Ȅ  плύ   мслл 

/ŀǊǊȅƛƴƎ /ƻǎǘ ƻŦ LƴǾŜƴǘƻǊȅ όмр Řŀȅǎκ ол Řŀȅǎ Ȅ улл ƪƎ Ȅ  пύ   мслл 

   мсΣлоΣнлл 

 

8. 

(i)  

(a) Stores Ledger Account for the month of April, 2019 (Weighted Average Method) 

 wŜŎŜƛǇǘ LǎǎǳŜ .ŀƭŀƴŎŜ 

5ŀǘŜ 
vǘȅ 

¦ƴƛǘǎ 

wŀǘŜ 

ό ύ 

!Ƴƻǳƴǘ 

ό ύ 

vǘȅ 

¦ƴƛǘǎ 

wŀǘŜ 

ό ύ 

!Ƴƻǳƴǘ 

ό ύ 

vǘȅ 

¦ƴƛǘǎ 

wŀǘŜ 

ό ύ 

!Ƴƻǳƴǘ 

ό ύ 

лмπлпπнлмф π π π π π π мΣллл мр мрΣллл 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
м
с
н 

лпπлпπнлмф оΣллл мс пуΣллл π π π пΣллл мрΦтр соΣллл 

луπлпπнлмф π π π мΣллл мрΦтр мрΣтрл оΣллл мрΦтр птΣнрл 

мрπлпπнлмф мΣрлл му нтΣллл π π π пΣрлл мсΦр тпΣнрл 

нлπлпπнлмф π π π мΣнлл мсΦр мфΣулл оΣолл мсΦр рпΣпрл 

нрπлпπнлмф π π π олл му рΣплл оΣллл мсΦор пфΣлрл 

нсπлпπнлмф π π π мΣллл мсΦор мсΣорл нΣллл мсΦор онΣтлл 

нуπлпπнлмф рлл мт уΣрлл π π π нΣрлл мсΦпу пмΣнлл 

олπлпπнлмф π π π рл мсΦпу унп нΣпрл мсΦпу плΣотс 

(b) Stores Ledger Account for the month of April, 2019 (LIFO) 

  wŜŎŜƛǇǘ LǎǎǳŜ .ŀƭŀƴŎŜ 

5ŀǘŜ 
vǘȅ 

¦ƴƛǘǎ 

wŀǘŜ 

ό ύ 

!Ƴƻǳƴǘ 

ό ύ 

vǘȅ 

¦ƴƛǘǎ 

wŀǘŜ 

ό ύ 

!Ƴƻǳƴǘ 

ό ύ 

vǘȅ 

¦ƴƛǘǎ 

wŀǘŜ 

ό ύ 

!Ƴƻǳƴǘ 

ό ύ 

лмπлпπнлмф π π π π π π мΣллл мр мрΣллл 

лпπлпπнлмф оΣллл мс пуΣллл π π π мΣллл мр мрΣллл 

              оΣллл мс пуΣллл 

луπлпπнлмф π π π мΣллл мс мсΣллл мΣллл мр мрΣллл 

              нΣллл мс онΣллл 

мрπлпπнлмф мΣрлл му нтΣллл π π π мΣллл мр мрΣллл 

              нΣллл мс онΣллл 

              мΣрлл му нтΣллл 

нлπлпπнлмф π π π мΣнлл му нмΣслл мΣллл мр мрΣллл 

              нΣллл мс онΣллл 

              олл му рΣплл 

нрπлпπнлмф π π π олл му рΣплл мΣллл мр мрΣллл 

              нΣллл мс онΣллл 

нсπлпπнлмф π π π мΣллл мс мсΣллл мΣллл мр мрΣллл 

              мΣллл мс мсΣллл 

нуπлпπнлмф рлл мт уΣрлл π π π мΣллл мр мрΣллл 

              мΣллл мс мсΣллл 

              рлл мт уΣрлл 

олπлпπнлмф π π π рл мт урл мΣллл мр мрΣллл 

              мΣллл мс мсΣллл 

              прл мт тΣсрл 

(ii) Value of Material Consumed and Closing Stock 

 ²ŜƛƎƘǘŜŘ !ǾŜǊŀƎŜ ƳŜǘƘƻŘ ό ύ [LCh ƳŜǘƘƻŘ ό ύ 

hǇŜƴƛƴƎ ǎǘƻŎƪ ŀǎ ƻƴ лмπлпπнлмф мрΣллл мрΣллл 
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!ŘŘΥ tǳǊŎƘŀǎŜǎ уоΣрлл уоΣрлл 

  фуΣрлл фуΣрлл 

[ŜǎǎΥ wŜǘǳǊƴ ǘƻ ǎǳǇǇƭƛŜǊ рΣплл рΣплл 

[ŜǎǎΥ !ōƴƻǊƳŀƭ ƭƻǎǎ унп урл 

[ŜǎǎΥ /ƭƻǎƛƴƎ {ǘƻŎƪ ŀǎ ƻƴ олπлпπнлмф плΣотс оуΣсрл 

±ŀƭǳŜ ƻŦ aŀǘŜǊƛŀƭ /ƻƴǎǳƳŜŘ рмΣфлл роΣслл 

9. 

(a) Annual consumption 250 kg × 52 weeks = 13,000 kg. 

(i) Re-order Quantity or EOQ = 
ic

OA2

³

³³
 

A = Annual Consumption = 13,000 kg  

h Ґ hǊŘŜǊƛƴƎ /ƻǎǘ Ґ Φ мΣрлл  

/ Ґ /ƻǎǘ ǇŜǊ ƪƎ Ґ Φ млл 

i = carrying cost rate = 9.75% 

/ŀǊǊȅƛƴƎ Ŏƻǎǘ ǇŜǊ ƪƎ ǇŜǊ ŀƴƴǳƳ όŎ Ҏ ƛύ Ґ млл Ҏ фΦтр҈ Ґ  фΦтр 

\EOQ = 
9.75

500,1000,132 ³³
  

= 
9.75

39000000
= 2000 kg. 

(ii) Re-order level = Max. re-order period × Max, Consumption 

= 7 weeks × 300 kg = 2,100 kg 

(iii) Maximum level = Re-order level + Re-order Qty ς (Min re-order Period × Min. Consumption) 

= 2100 kg + 2000 kg ς (5 × 200) kg = 3100 kg. 

(iv) Minimum level = Re-order level ς (Avg. re-order period × Avg. Consumption) 

= 2,100 kg ς (6 × 250) kg = 600 kg. 

(v) Avg. stock level = ½ (Max. level +Min. level) 

= ½ (3100 + 600) = 1850 kg 

OR 

= Minimum level + 
2

1
 ROQ 

= 600 kg. + 
2

1
 × 2000 kg. = 1600 kg. 

 

10.  

(a) (i) Calculation of Economic Order Quantity 

EOQ = 
C

AO2
=  

100/75.18640.Rs

800,1.Rsunits000,122

³

³³
= = 600 units 
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(ii) Evaluation of Profitability of Different Options of Order Quantity 

When EOQ is ordered 

  ό ύ 

tǳǊŎƘŀǎŜ /ƻǎǘ όмнΣллл ǳƴƛǘǎ Ȅ  сплύ тсΣулΣллл 

hǊŘŜǊƛƴƎ /ƻǎǘ ώ !κv Ҏ h π όмнΣллл ǳƴƛǘǎκ слл ǳƴƛǘǎύ Ȅ  мΣуллϐ осΣллл 

/ŀǊǊȅƛƴƎ /ƻǎǘ όvκн Ҏ / Ҏ ƛ π слл ǳƴƛǘǎ Ȅ  спл Ȅ ѹ Ȅ муΦтрκмллύ осΣллл 

¢ƻǘŀƭ /ƻǎǘ ттΣрнΣллл 

(b) When Quantity Discount is accepted 

  ό ύ 

tǳǊŎƘŀǎŜ /ƻǎǘ όмнΣллл ǳƴƛǘǎ Ȅ  слуύ тнΣфсΣллл 

hǊŘŜǊƛƴƎ /ƻǎǘ ώ !κv Ҏ h όмнΣллл ǳƴƛǘǎκоΣллл ǳƴƛǘǎύ Ȅ  мΣуллϐ тΣнлл 

/ŀǊǊȅƛƴƎ /ƻǎǘ ώ vκ/ Ҏ / Ȅ ƛ όоΣллл ǳƴƛǘǎ Ȅ  слу Ȅ ѹ Ȅ муΦтрκмллύϐ мΣтмΣллл 

¢ƻǘŀƭ /ƻǎǘ тпΣтпΣнлл 

Advise ς The total cost of inventory is higher if EOQ is adopted. If M/s. X Private Limited gets 

ŀ ŘƛǎŎƻǳƴǘ ƻŦ р҈ ƻƴ ǘƘŜ ǇǳǊŎƘŀǎŜǎ ƻŦ ά{Y¸ .[¦9έ όƛŦ ƻǊŘŜǊ ǎƛȊŜ ƛǎ оΣллл ŎƻƳǇƻƴŜƴǘǎ ŀǘ ŀ ǘƛƳŜύΣ 

ǘƘŜǊŜ ǿƛƭƭ ōŜ ŦƛƴŀƴŎƛŀƭ ōŜƴŜŦƛǘ ƻŦ  нΣттΣулл όттΣрнΣллл - 74,74,200). However, order size of big 

quantity will increase volume of average inventory to 5 times. There may be risk of shrinkage, 

pilferage and obsolescence etc., of inventory due to increase in the average volume of 

inventory holding. This aspect also has to be taken into consideration before opting the 

discount offer and taking final decision. 

 

11. 

i)  

aŀǘŜǊƛŀƭ a aŀǘŜǊƛŀƭ b 

¢ǳǊƴƻǾŜǊ Ǌŀǝƻ ¢ǳǊƴƻǾŜǊ Ǌŀǝƻ 

material rawof  stock Average

consumed material rawof  stockof  Cost
=  

material rawof  stock Average

consumed material rawof  stockof  Cost
=  

2  /4,50,000) (6,00,000

2.09= 4,50,000 Rs.- 9,50,000 Rs. + 6,00,000 Rs.

+
=  

27,25,000)/(10,00,000

0Rs.7,25,00- 18,40,000 Rs. + 10,00,000 Rs.

+
= 2 

!ǾŜǊŀƎŜ ƴǳƳōŜǊ ƻŦ Řŀȅǎ ŦƻǊ ǿƘƛŎƘ ǘƘŜ ŀǾŜǊŀƎŜ 

ƛƴǾŜƴǘƻǊȅ ƛǎ ƘŜƭŘ 

!ǾŜǊŀƎŜ ƴǳƳōŜǊ ƻŦ Řŀȅǎ ŦƻǊ ǿƘƛŎƘ ǘƘŜ ŀǾŜǊŀƎŜ 

ƛƴǾŜƴǘƻǊȅ ƛǎ ƘŜƭŘ 

Ґ ослκLƴǾŜƴǘƻǊȅ ǘǳǊƴƻǾŜǊ Ǌŀǝƻ Ґ ослκLƴǾŜƴǘƻǊȅ ǘǳǊƴƻǾŜǊ Ǌŀǝƻ 

 Ґ осл ŘŀȅǎκнΦлф  Ґ осл ŘŀȅǎκнΦпр 

Ґ мтнΦнр Řŀȅǎ Ґ мпсΦфп Řŀȅǎ 
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ii) Advice 

Comparatively Material M is slower than Material N ǎƛƴŎŜ LƴǾŜƴǘƻǊȅ ƘƻƭŘƛƴƎ ǇŜǊƛƻŘ ƻŦ ΨaΩ ƛǎ 

мтнΦнр Řŀȅǎ ƛƴ /ƻƳǇŀǊƛǎƻƴ ǘƻ ΨbΩ ƛΦŜΦΣ мпсΦфп ŘŀȅǎΦ LƴŦŀŎǘΣ ōƻǘƘ ƳŀǘŜǊƛŀƭǎ ƘŀǾŜ ǎƭƻǿ ƛƴǾŜƴǘƻǊȅ 

turnover. Though, different business has their own expected rates for inventory turnover like 

food shops have fast inventory turnover, shop selling furniture etc. will have slower inventory 

turnover while manufacturers of large items of plant will have very long inventory turnover. 

If it is not as per the Industry Standard, then a slow turnover may indicate that excessive 

inventory is held and risk of obsolete or spoiled inventory will increase. Large quantity of slow-

moving material means that capital is locked up in business and not earning revenue. It is 

advisable to make proper investigations into slow moving materials and take steps to minimize 

the loss arises therefrom as it may impact overall financial health of the organisation. 

 

12. 

Difference between Minimum lead time Maximum lead time = 4 days  

Max. lead time ς Min. lead time = 4 days 

Or, Max. lead time = Min. lead time + 4 days         (i) 

Average lead time is given as 6 days i.e. 

2

time Min.lead  time Max.lead +
  = 6 days          (ii) 

Putting the value of (i) in (ii), 

2

adtimedaysMin.le 4 time lead Min. +
 = 6 days 

Or, Min. lead time + 4 days + Min. lead time = 12 days  

Or, 2 Min. lead time = 8 days 

Or, Minimum lead time = 8days /2 = 4 days 

Putting this Minimum lead time value in (i), we get 

Maximum lead time = 4 days + 4 days = 8 days 

i. Maximum consumption per day:  

Re-order level = Max. Re-order period × Maximum Consumption per day  

1,60,000 units = 8 days × Maximum Consumption per day 

Or, Maximum Consumption per day 1,60,000units ÷ 8days = 20000 units 

ii. Minimum Consumption per day:  

Maximum Stock Level = 

Re-order level + Re-order Quantity ς (Min. lead time × Min. Consumption per day) Or, 

1,90,000 units = 1,60,000 units + 90,000 units ς (4 days × Min. Consumption per day) Or, 4 

days × Min. Consumption per day = 2,50,000 units ς 1,90,000 units 

Or, Minimum Consumption per day = 60000 units ÷ 4 days = 15000 units 
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13. 

1. Calculation of Economic Order Quantity (E.O.Q) 

Annual requirement (usage) of raw material in kg. (A) = 150000 ÷ 3per unit = 50000Kg 

Ordering Cost (Handling & freight cost) (O) =  1,470 +  770 =  2,240 

Carrying cost per unit per annum (C) i.e. inventory carrying cost + working capital cost= ( 3 × 

12 months) +  20 =  56 per kg 

E.O.Q 
C

AO2
=  

56.Rs

240,2.Rs.kg000,502 ³³
= Ґ 2000 kg 

2. Frequency of placing orders for procurement:  

Annual consumption (A) = 50,000 kg.  

Quantity per order (E.O.Q) = 2,000 kg. 

No. of orders per annum A ÷ EOQ = 50000 Kg ÷ 2000 Kg = 25 orders 

Frequency of placing orders (in days) = 360days ÷ 25 orders = 14.4 Days  

3. Percentage of discount in the price of raw materials to be negotiated 

Particulars On Quarterly Basis On E.O.Q Basis 

1. Annual Usage (in Kg.) 50,000 kg. 50,000 kg. 

2. Size of the order 12,500 kg. 2,000 kg. 

3. No. of orders (1 ÷ 2) 4 25 

4. Cost of placing orders or 

Ordering cost 

 8,960  56,000 

(No. of orders × Cost per 

order) 

(4 order ×  2,240) (25 orders ×  2,240) 

5. Inventory carrying cost  3,50,000  56,000 

(Average inventory × 

Carrying cost per unit) 

(12,500 kg. × ½ ×  56) (2,000 kg. × ½ ×  56) 

6. Total Cost (4 + 5)  3,58,960  1,12,000 

When order is placed on quarterly basis the ordering cost and carrying cost increased by 

2,46,960 ( 3,58,960 -  1,12,000). So, discount required =  2,46,960  

Total annual purchase = 50,000 kg. ×  190 =  95,00,000 So, Percentage of discount to be 

negotiated = 240900 ÷ 9500000 =2.60% 

 

мпΦ 

!ǎ ǇǊƻŎǳǊŜƳŜƴǘ ǝƳŜ ƛǎ ƎƛǾŜƴ ƛƴ ŘŀȅǎΣ ŎƻƴǎǳƳǇǝƻƴ ǎƘƻǳƭŘ ŀƭǎƻ ōŜ ŎŀƭŎǳƭŀǘŜŘ ƛƴ ŘŀȅǎΥ 

aŀȄƛƳǳƳ /ƻƴǎǳƳǇǝƻƴ ǇŜǊ 5ŀȅΥ орл ҏ тл Ґ рл Řŀȅǎ  

aƛƴƛƳǳƳ /ƻƴǎǳƳǇǝƻƴ ǇŜǊ 5ŀȅΥ нмл ҏ т Ґ олŘŀȅǎ  

!ǾŜǊŀƎŜ /ƻƴǎǳƳǇǝƻƴ ǇŜǊ 5ŀȅΥ рл Ҍ ол ҏ н Ґ пл Řŀȅǎ  

a. Calculation of Economic Order Quantity (EOQ) 
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!ƴƴǳŀƭ ŎƻƴǎǳƳǇǝƻƴ ƻŦ wŀǿ aŀǘŜǊƛŀƭǎ ό!ύΥ пл YƎǎ Ȅ оср Řŀȅǎ Ґ мпΣслл YƎǎ {ǘƻǊŀƎŜ ƻǊ /ŀǊǊȅƛƴƎ 

/ƻǎǘ ǇŜǊ ǳƴƛǘ ǇŜǊ ŀƴƴǳƳ ό/ύΥό млл Ȅ м҈ Ȅ мн ƳƻƴǘƘǎύ Ҍ  н Ґ  мп 

hǊŘŜǊƛƴƎ /ƻǎǘ όhύΥ  нлл ǇŜǊ hǊŘŜǊ 

9hv 
C

OA2 ³³
=  

14.Rs

200600,142 ³³
= = 646 kgs  

b. Re-Order Level (ROL)    = (Maximum consumption Rate × Maximum Procurement  

            Time) 

 Ґ рл ƪƎǎ ǇŜǊ Řŀȅ Ҏ ф Řŀȅǎ 

 Ґ прл ƪƎǎ 

c. Maximum Stock Level   = Recorder Level + Recorder Quantity (Minimum Consumption  

           Rate × Minimum Procurement Time) 

 Ґ прл ƪƎǎ Ҍ спс ƪƎǎ π όол ƪƎǎ · р Řŀȅǎύ 

 Ґ фпс ƪƎǎ 

d. Minimum Stock Level   = Recorder Level ς (Average consumption Rate × Average  

           Procurement Time) 

 Ґ прл ƪƎǎ ς όпл ƪƎǎ · т Řŀȅǎύ Ґмтл ƪƎǎ 

ŜΦ Average {ǘƻŎƪ [ŜǾŜƭ         Ґ фпс ƪƎǎ Ҍ мтл ƪƎǎ ҏ н Ґ рру YƎǎ 

f. Number of Orders to be placed per year  

        = Annual Consumption of Raw Materials ÷ EOQ 

        = 14600 Kgs ÷ 646 kgs = 23 orders 

g. Total Inventory Cost 

/ƻǎǘ ƻŦ aŀǘŜǊƛŀƭǎ ό! Ȅ tǳǊŎƘŀǎŜ tǊƛŎŜύ όмпслл ƪƎǎ Ȅ  мллύ   Ґ  мпΣслΣллл  

¢ƻǘŀƭ hǊŘŜǊƛƴƎ /ƻǎǘ όbƻΦ ƻŦ hǊŘŜǊǎ Ȅ hύ όно hǊŘŜǊǎ Ȅ нллύ    Ґ   пΣслл  

¢ƻǘŀƭ/ŀǊǊȅƛƴƎ /ƻǎǘ ό9hv κ н Ȅ /ύ όспс ƪƎǎ κ н Ȅ  мпύ     Ґ   пΣрнн   

¢ƻǘŀƭ LƴǾŜƴǘƻǊȅ /ƻǎǘ                мпΣсфΣмнн 

h. If the supplier is willing to offer 1% discount on purchase of total annual quantity in two 

orders: 

hũŜǊ tǊƛŎŜ Ґ  млл Ȅ фф҈ Ґ  фф 

wŜǾƛǎŜŘ /ŀǊǊȅƛƴƎ /ƻǎǘ Ґ ό фф Ȅ м҈ Ȅ мн ƳƻƴǘƘǎύ Ҍ  н Ґ  моΦуу 

wŜǾƛǎŜŘ hǊŘŜǊ vǳŀƴǝǘȅ Ґ мпслл ƪƎǎ κ н hǊŘŜǊǎ Ґ толл ƪƎǎ 

¢ƻǘŀƭ LƴǾŜƴǘƻǊȅ /ƻǎǘ ŀǘ hũŜǊ tǊƛŎŜ  

/ƻǎǘ ƻŦ aŀǘŜǊƛŀƭǎ ό! Ȅ tǳǊŎƘŀǎŜ tǊƛŎŜύ όмпслл ƪƎǎ Ȅ  ффύ Ґ  мпΣпрΣплл 

¢ƻǘŀƭ hǊŘŜǊƛƴƎ /ƻǎǘ όbƻΦ ƻŦ hǊŘŜǊǎ Ȅ hύ όн hǊŘŜǊǎ Ȅ нллύ Ґ  плл 

¢ƻǘŀƭ /ŀǊǊȅƛƴƎ /ƻǎǘ ό9hv κ н Ȅ /ύ όтолл ƪƎǎ κ н Ȅ  моΦууύ Ґ  рлΣссн 

¢ƻǘŀƭ LƴǾŜƴǘƻǊȅ /ƻǎǘ  мпΣфсΣпсн 

!ŘǾƛŎŜΥ !ǎ ǘƻǘŀƭ ƛƴǾŜƴǘƻǊȅ Ŏƻǎǘ ŀǘ ƻũŜǊ ǇǊƛŎŜ ƛǎ  нтΣопл όмпΣфсΣпсн ς мпΣсфΣмннύ ƘƛƎƘŜǊΣ 

ƻũŜǊ ǎƘƻǳƭŘ ƴƻǘ ōŜ ŀŎŎŜǇǘŜŘΦ 
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i. Counter-offer: 

[Ŝǘ 5ƛǎŎƻǳƴǘ wŀǘŜ Ґ Ȋ҈ 

/ƻǳƴǘŜǊπhũŜǊ tǊƛŎŜ Ґ  млл ς Ȋ҈ Ґ  млл ς Ȋ 

wŜǾƛǎŜŘ /ŀǊǊȅƛƴƎ /ƻǎǘ Ґ ώό млл ς Ȋύ Ȅ м҈ Ȅ мн ƳƻƴǘƘǎϐ Ҍ  н Ґ  мн πлΦмнȊ Ҍ  н 

Ґ  мп ς лΦмнȊ 

Total Inventory Cost at Counter-Offer Price 

/ƻǎǘ ƻŦ aŀǘŜǊƛŀƭǎ ό! Ȅ tǳǊŎƘŀǎŜ tǊƛŎŜύ ώмпслл ƪƎǎ Ȅ ό млл ς Ȋύϐ Ґ  мпΣслΣллл ς мпΣсллȊ 

¢ƻǘŀƭ hǊŘŜǊƛƴƎ /ƻǎǘ όbƻΦ ƻŦ hǊŘŜǊǎ Ȅ hύ όн hǊŘŜǊǎ Ȅ нллύ    Ґ   плл 

¢ƻǘŀƭ /ŀǊǊȅƛƴƎ /ƻǎǘ ό9hv κ н Ȅ /ύ ώтолл ƪƎǎ κ н Ȅ ό мп ς лΦмнȊύϐ   Ґ   рмΣмлл ς поуȊ   

 ¢ƻǘŀƭ LƴǾŜƴǘƻǊȅ /ƻǎǘ  мрΣммΣрлл ς мрлоуȊ мпΣсфΣмнн     Ґ   мрΣммΣрлл ς мрлоуȊ  

 мпΣсфΣмнн Ґ  мрΣммΣрлл ς мрлоуȊ 

hǊ мрлоуȊ Ґ пнΣоту  

hǊ Ȋ Ґ нΦун 

¢ƘŜǊŜŦƻǊŜΣ ŘƛǎŎƻǳƴǘ ǎƘƻǳƭŘ ōŜ ŀǘ ƭŜŀǎǘ нΦун҈ ƛƴ ƻũŜǊ ǇǊƛŎŜΦ 

 

мрΦ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ Ŏƻǎǘ ǇŜǊ ǳƴƛǘΥ 

Particulars Units (  ) 

Listed Price of Materials 5,000 2,50,000 

Less: Trade discount @ 10% on invoice price  (25,000) 

  2,25,000 

Add: CGST @ 6% of  2,25,000  13,500 

Add: SGST @ 6% of  2,25,000  13,500 

 

Add: 

 

Toll Tax 

  2,52,000 

5,000 

Freight and Insurance  17,000 

Commission and Brokerage Paid  10,000 

Add: Cost of returnable containers: 

Amount deposited 

Less: Amount refunded 

 

 30,000 

 20,000 

  

 

10,000 

  2,94,000 

Add: Other Expenses @ 2% of Total Cost ( 2,94,000/ 98 ×2)  6,000 

Total cost of material  3,00,000 

Less: Shortage material due to normal reasons @ 20% 1,000 - 

Total cost of material of good units 4,000 3,00,000 

Cost per unit ( 3,00,000/4,000 units)  75 
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bƻǘŜΥ 

1. GST is payable on net price i.e., listed price less discount. 

2. Cash discount is treated as interest and finance charges; hence it is ignored. 

3. Demurrage is penalty imposed by the transporter for delay in uploading or off -loading of 

materials. It is an abnormal cost and not included. 

4. Shortage due to normal reasons should not be deducted from cost to ascertain total cost of 

good units. 

 

мсΦ 

(i) (a)Inventory turnover ratio (Refer to working note) 

= Cost of stock of raw material/consumed Average stock of raw material 

Ґ  мΣсуΣллΣлллκ  млΣллΣллл Ґ мсΦу 

(b) Average number of days for which the average inventory is held 

= 365/Inventory turnover ratio = 365days/16.8 = 21.73 days 

Working Note: 

tŀǊǝŎǳƭŀǊǎ ό ύ 

hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ фΣллΣллл 

!ŘŘΥ aŀǘŜǊƛŀƭ ǇǳǊŎƘŀǎŜǎ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊ мΣтлΣллΣллл 

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ммΣллΣллл 

  мΣсуΣллΣллл 

(ii) The Inventory turnover ratio for material X is 16.8 which mean an inventory item takes only 

21.73 or 22 days to issue from stores for production process. The rate is better than the 

industry rate which is 10 time or 36.5 days. This inventory turnover ratio indicates better 

inventory management system and good demand for the final product in market. 

 

17. (RTP MAY 21, RTP MAY 19, MTP APR 19, PM) 

Working Notes: 

(i) /ƻƳǇǳǘŀǘƛƻƴ ƻŦ !ƴƴǳŀƭ ŎƻƴǎǳƳǇǘƛƻƴ ϧ !ƴƴǳŀƭ 5ŜƳŀƴŘ ŦƻǊ Ǌŀǿ ƳŀǘŜǊƛŀƭ Ψ5ΩΥ 

{ŀƭŜǎ ŦƻǊŜŎŀǎǘ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘ ϥ·ϥ нлΣллл ǳƴƛǘǎ 

[ŜǎǎΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ ϥ·ϥ мΣулл ǳƴƛǘǎ 

CǊŜǎƘ ǳƴƛǘǎ ƻŦ ϥ·ϥ ǘƻ ōŜ ǇǊƻŘǳŎŜŘ муΣнлл ǳƴƛǘǎ 

wŀǿ ƳŀǘŜǊƛŀƭ ǊŜǉǳƛǊŜŘ ǇǊƻŘǳŎƛƴƎ муΣнлл ǳƴƛǘǎ ƻŦ ϥ·ϥ όмуΣнлл ǳƴƛǘΩǎ Ҏ п ƪƎΦύ тнΣулл ƪƎΦ 

[ŜǎǎΥ hǇŜƴƛƴƎ {ǘƻŎƪ ƻŦ ϥ5ϥ нΣллл ƪƎΦ 

!ƴƴǳŀƭ ŘŜƳŀƴŘ ŦƻǊ Ǌŀǿ ƳŀǘŜǊƛŀƭ ϥ5ϥ тлΣулл ƪƎΦ 

(ii) Computation of Economic Order Quantity (EOQ): 

EOQ = 
annumperunitpertcosCarrying

cost ordering  D''of  demand Annual2 ³³
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= .kg328,2
35.Rs

Rs.1,340kg.70,8002

%14250.Rs

Rs.1,340kg.70,8002
=

³³
=

³

³³
 

(iii) Re- Order level: 

= (Maximum consumption per day × Maximum lead time) 

= {(Annual Consumption of 'D'/300days + 40kg.) x 8 days} 

= {(70,800kg. /300 days x 40kg) x 8 days) = 2,208 kg. 

(iv) aƛƴƛƳǳƳ ŎƻƴǎǳƳǇǘƛƻƴ ǇŜǊ Řŀȅ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ Ψ5ΩΥ 

Average Consumption per day = 236 Kg. 

Hence, Maximum Consumption per day = 236 kg. + 40 kg. = 276 kg.  

So Minimum consumption per day will be 

Average Consumption = Min. consumption + Max. consumption/2 

Or, 236 kg. = Min. consumption + 276 kg. /2 

Or, Min. consumption = 472 kg ς 276 kg. = 196 kg. 

(a) Re-order Quantity: 

EOQ ς 400 kg. = 2,328 kg. ς 400 kg. = 1,928 kg. 

(b) Maximum Stock level: 

= Re-order level + Re-order Quantity ς (Min. consumption per day × Min. lead time) 

= 2,208 kg. + 1,928 kg. ς (196 kg. × 4 days) = 4,136 kg. ς 784 kg. = 3,352 kg. 

(c) Minimum Stock level: 

= Re-order level ς (Average consumption per day × Average lead time) 

= 2,208 kg. ς (236 kg. × 6 days) = 792 kg. 

(d) Impact on the profitability of the company by not ordering the EOQ. 

   ²ƘŜƴ ǇǳǊŎƘŀǎƛƴƎ ǘƘŜ whv ²ƘŜƴ ǇǳǊŎƘŀǎƛƴƎ ǘƘŜ 9hv 

L hǊŘŜǊ ǉǳŀƴǝǘȅ мΣфну ƪƎΦ нΣону ƪƎΦ 

LL bƻΦ ƻŦ ƻǊŘŜǊǎ ŀ ȅŜŀǊ тлΣуллƪƎΦ κмΣфнуƪƎΦ  

Ґ осΦтнƻǊ отƻǊŘŜǊǎ 

тлΣуллƪƎΦ κнΣону ƪƎ  

Ґ олΦпмƻǊ омƻǊŘŜǊǎ 

LLL hǊŘŜǊƛƴƎ /ƻǎǘ от ƻǊŘŜǊǎ Ҏ  мΣопл  

Ґ  пфΣрул 

ом ƻǊŘŜǊǎ Ҏ  мΣопл  

Ґ  пмΣрпл 

L± !ǾŜǊŀƎŜ LƴǾŜƴǘƻǊȅ мΣфнуƪƎΦ κн Ґ фспƪƎΦ нΣонуƪƎΦ κн ҐмΣмспƪƎΦ 

± /ŀǊǊȅƛƴƎ /ƻǎǘ фсп ƪƎΦ Ҏ  ор Ґ  ооΣтпл мΣмсп ƪƎΦ Ҏ  ор Ґ  плΣтпл 

±L ¢ƻǘŀƭ /ƻǎǘ  уоΣонл  унΣнул 

 

18 : (RTP NOV 20, MTP MAY 21, PM) 

(i) Minimum stock of A 

Re-order level ς (Average consumption × Average time required to obtain delivery) 

= 60,000 kg. ς (900 units × 12 kg. × 3 weeks) = 27,600 kg. 

(ii) Maximum stock of B 
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Re-order level + Re-order quantityς (Min. Consumption × Min. Re-order period) 

= 70,000 kg. + 8,000 kg ς (550units ×8 kg. × 5 weeks). 

=78,000ς22,000 = 56,000 kg. 

(iii) Re-order level of C 

Maximum re-order period × Maximum Usage 

= 7 weeks × (1,250units × 6 kg.) = 52,500 kg. 

OR 

= Minimum stock of C+ (Average consumption × Average delivery time) 

= 25,500 kg. + [(900 units ×6 kg.) ×5 weeks] =52,500 kg. 

 

(iv) Average stock level of A 

= Minimum stock + Maximum stock/2(Refer to Working Note) 

= 27,600 + 58,800/ 2 = 43,200 kg. 

 

Working note 

Maximum stock of A = ROL + ROQ ς (Minimum consumption × Minimum re-order period) 

= 60,000 kg. + 12,000 kg. ς [(550units × 12 kg.) × 2 weeks] = 58,800 kg. 

(v) Re-order level of D 

Maximum re-order period × Maximum Usage 

= 3 weeks × (1,250 units × 5 kg.) = 18,750 kg 

(vi) Minimum stock of D 

Re-order level ς (Average consumption × Average time required to obtain delivery) 

= 18,750 kg. ς (900units × 5 kg. × 2 weeks) = 9,750 kg. 

 

19. : (RTP MAY 20) 

Workings: 

Consumption is calculated on the basis of material requisitions: Maximum component usage = 4,500 

units (Material requisition on 10-01-20) Minimum component usage = 1,500 units (Material 

requisition on 24 -01-20) 

Lead time is calculated from purchase order date to material received date 

Maximum lead time = 21 days (15-12-2019 to 05-01-2020) 

Minimum lead time = 14 days (30-12-2019 to 12-01-2020) 

Calculations: 

(i) Re-order level 

= Maximum usage × Maximum lead time 

= 4,500 units × 21 days = 94,500 units 

(ii) Maximum stock level 
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= Re-order level + Re-order Quantity ς (Min. Usage × Min. lead time) 

= 94,500 units + 10,000 units ς (1,500 units × 14 days) 

= 1,04,500 units ς 21,000 units = 83,500 units 

(iii) Minimum stock level 

= Re-order level ς (Avg. consumption × Avg. lead time) 

= 94,500 units ς (3,000 units × 17.5 days) 

= 94,500 units ς 52,500 units 

= 42,000 units 

(iv) Store Ledger for the month of January 2020: 

5ŀǘŜ 

wŜŎŜƛǇǘǎ   LǎǎǳŜ .ŀƭŀƴŎŜ 

Dwbκ 

awb 
¦ƴƛǘǎ wŀǘŜ 

!ƳǘΦ  

ό  ϥлллύ 

awbκ 

aw 
¦ƴƛǘǎ wŀǘŜ 

!ƳǘΦ  

ό  

ϥлллύ 

¦ƴƛǘǎ wŀǘŜ 
!ƳǘΦ  

ό  ϥлллύ 

лмπлмπнлнл π π π π π π π π оΣрлл фΣумл опΣоор 

лрπлмπнлнл у млΣллл фΣфол ффΣолл о рлл фΣфол пΣфср моΣллл фΣуфу мΣнуΣстл 

лсπлмπнлнл π π π π мм оΣллл фΣуфу нфΣсфп млΣллл фΣуфу фуΣфул 

млπлмπнлнл π π π π мн пΣрлл фΣуфу ппΣрпм рΣрлл фΣуфу рпΣпоф 

мнπлмπнлнл ф млΣллл фΣтул фтΣулл п плл фΣтул оΣфмн мрΣмлл фΣуно мΣпуΣонт 

мрπлмπнлнл π π π π мо нΣнлл фΣуно нмΣсмм мнΣфлл фΣуно мΣнсΣтмс 

нпπлмπнлнл π π π π мп мΣрлл фΣуно мпΣтоп ммΣплл фΣуно мΣммΣфун 

нрπлмπнлнл мл млΣллл фΣтрл фтΣрлл π π π π нмΣплл фΣтуф нΣлфΣпун 

нуπлмπнлнл π π π π мр пΣллл фΣтуф офΣмрс мтΣплл фΣтуф мΣтлΣонс 

омπлмπнлнл π π π π мс оΣнлл фΣтуф омΣонр мпΣнлл фΣтуф мΣофΣллм 

[Note: Decimal figures may be rounded-off to the nearest rupee value wherever required) 

Value of stock as on 31 01-нлнл όΨлллύ Ґ  мΣофΣллм 

(v) Value of components used during the month of January 2020: 

{ǳƳ ƻŦ ƳŀǘŜǊƛŀƭ ǊŜǉǳƛǎƛǘƛƻƴǎ лмм ǘƻ лмс όΨлллύ 

Ґ  нфΣсфп Ҍ  ппΣрпм Ҍ  нмΣсмм Ҍ  мпΣтоп Ҍ  офΣмрс Ҍ  омΣонр Ґ  мΣумΣлсм 

(vi) Inventory Turnover Ratio 

= Value of materials used/ Average stock value 

Ґ  мΣумΣлсмκ  όмΣофΣллмҌ опΣоорύ κ н =  мΣумΣлсмκ  усΣссу Ґ нΦлф 

 

20 : (RTP NOV 19) 

Working Notes: 

(a) Annual purchase quantity for material X and Y: 

Annual demand for product M- 20,000 units × 4 = 80,000 units 

tŀǊǝŎǳƭŀǊǎ aŀǘπ· aŀǘπ̧ 

vǳŀƴǝǘȅ ǊŜǉǳƛǊŜŘ ŦƻǊ ǇŜǊ ǳƴƛǘ ƻŦ ǇǊƻŘǳŎǘ a о ƪƎΦ п ƪƎΦ 

bŜǘ ǉǳŀƴǝǘȅ ŦƻǊ ƳŀǘŜǊƛŀƭǎ ǊŜǉǳƛǊŜŘ нΣплΣллл ƪƎΦ оΣнлΣллл ƪƎΦ 

!ŘŘΥ [ƻǎǎ ƛƴ ǘǊŀƴǎƛǘ π сΣуум ƪƎΦ 
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!ŘŘΥ [ƻǎǎ ƛƴ ǇǊƻŎŜǎǎ млΣллл ƪƎΦ мтΣнлп ƪƎΦ 

tǳǊŎƘŀǎŜ ǉǳŀƴǝǘȅ нΣрлΣллл ƪƎΦ оΣппΣлур ƪƎΦ 

Note - Input credit on GST paid is available; hence, it will not be included in cost of 

material. 

(i) Calculation of cost per kg. of material X and Y: 

tŀǊǝŎǳƭŀǊǎ aŀǘπ· aŀǘπ̧ 

tǳǊŎƘŀǎŜ ǉǳŀƴǝǘȅ нΣрлΣллл ƪƎΦ оΣппΣлур ƪƎΦ 

wŀǘŜ ǇŜǊ ƪƎΦ мпл спл 

tǳǊŎƘŀǎŜ ǇǊƛŎŜ оΣрлΣллΣллл ннΣлнΣмпΣплл 

!ŘŘΥ CǊŜƛƎƘǘ л фΣулΣлллϝ 

¢ƻǘŀƭ Ŏƻǎǘ оΣрлΣллΣллл ннΣммΣфпΣплл 

bŜǘ vǳŀƴǝǘȅ нΣплΣллл ƪƎΦ оΣнлΣллл ƪƎ 

/ƻǎǘ ǇŜǊ ƪƎΦ мпрΦуо сфмΦно 

*No. of trucks = 3,44,085kg./10 ton x 1,000 = 34.40 trucks or 35 trucks 

 ¢ƘŜǊŜŦƻǊŜΣ ǘƻǘŀƭ ŦǊŜƛƎƘǘ Ґ ор ǘǊǳŎƪǎ Ҏ нуΣллл Ґ фΣулΣллл 

(ii) Calculation of Economic Order Quantity (EOQ) for Mat.-X and Y: 

9hv Ґ Ҟн Ȅ !ƴƴǳŀƭ wŜǉǳƛǊŜƳŜƴǘ Ȅ hǊŘŜǊ Ŏƻǎǘκ/ŀǊǊȅƛƴƎ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ǇΦŀ. 

tŀǊǝŎǳƭŀǊǎ aŀǘπ· aŀǘπ̧ 

!ƴƴǳŀƭ wŜǉǳƛǊŜƳŜƴǘ нΣрлΣллл ƪƎΦ оΣппΣлур ƪƎΦ 

hǊŘŜǊƛƴƎ Ŏƻǎǘ л нуΣллл 

/ƻǎǘ ǇŜǊ ǳƴƛǘ мпрΦуо сфмΦно 

/ŀǊǊȅƛƴƎ Ŏƻǎǘ мр҈ мр҈ 

/ŀǊǊȅƛƴƎ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ǇΦŀΦ лϝ млоΦсу 

9hv л моΣсонΦсн ƪƎΦ 
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CHAPTER 8: EMPLOYEE COST 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

PROBLEM ς 1: (MAY  23 ς 5 Marks) 

{a/ /ƻƳǇŀƴȅ [ƛƳƛǘŜŘ ƛǎ ǇǊƻŘǳŎƛƴƎ ŀ ǇŀǊǝŎǳƭŀǊ ŘŜǎƛƎƴ ƻŦ ǘƻȅǎ ǳƴŘŜǊ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŜȄƛǎǝƴƎ ƛƴŎŜƴǝǾŜ 

ǎȅǎǘŜƳΥ 

Normal working hours in the week    48 hours 

Late shift hours in the week      12 hours 

Rate of payment Normal working:      150 per hour  

Late shift:       300 per hour 

Average output per operator for 60 hours per week (including late shift hours): 80 toys. 

The company's management has now decided to implement a system of labour cost payment with 

either the Rowan Premium Plan or the Halsey Premium Plan in order to increase output, eliminate 

late shift overtime, and reduce the labour cost. 

The following information is obtained: 

The standard time allotted for ten toys is seven and half hours. Time rate:   150 per hour (as usual). 

Assuming that the operator works for 48-hours in a week and produces 100 toys, you are required 

to calculate the weekly earnings for one operator under 

(i) The existing Time Rate, 

(ii) Rowan Premium Plan and, 

(iii) Halsey Premium Plan (50%).  

 

PROBLEM ς 2 : (NOV 22 ς 6 Marks) 

A skilled worker, in PK Ltd., is paid a guaranteed wage rate of   15.00 per hour in a 48- hour week. 

The standard time to produce a unit is 18 minutes. During a week, a skilled worker -aǊΦ Ψ!Ω Ƙŀǎ 

produced 200 units of the product. The Company has taken a drive for cost reduction and wants to 

reduce its labour cost. 

You are required to: 

(i) /ŀƭŎǳƭŀǘŜ ǿŀƎŜǎ ƻŦ aǊΦ Ψ!Ω ǳƴŘŜǊ ŜŀŎƘ ƻŦ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƳŜǘƘƻŘǎΥ 

(A) Time rate, 

(B) Piece -rete with a guaranteed weekly wage, 

(C) Halsey Premium Plan 

(D) Rowan Premium Plan 

(ii) Suggest which bonus plan i.e. Halsey Premium Plan or Rowan Premium Plan, the company 

should follow. 
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PROBLEM ς 3 : (MAY 22 ς 5 Marks) 

PQR Limited has replaced 72 workers during the quarter ended 31st March 2022. The labour rates 

for the quarter are as follows: 

Flux method 16% 

Replacement method 8% 

Separation method 5% 

You are required to ascertain: 

(i) Average number of workers on roll (for the quarter), 

(ii) Number of workers left and discharged during the quarter, 

(iii) Number of workers recruited and joined during the quarter, 

(iv) Equivalent employee turnover rates for the year. 

 

PROBLEM ς 4: (DEC 21 ς 5 Marks & RTP NOV 23) 

A skilled worker is paid a guaranteed wage rate of   150 per hour. The standard time allowed for a 

job is 10 hours. He took 8 hours to complete the job. He has been paid the wages under Rowan 

Incentive Plan. 

You are required to: 

(i) Calculate an effective hourly rate of earnings under Rowan Incentive Plan. 

(ii) Calculate the time in which he should complete the job, if the worker is placed under Halsey 

Incentive Scheme (50%) and he wants to maintain the same effective hourly rate of earnings. 

 

PROBLEM ς 5: (JUL 21 ς 5 Marks) 

Following information is given of a newly setup organization for the year ended on 31st March, 

2021. 

bǳƳōŜǊ ƻŦ ǿƻǊƪŜǊǎ ǊŜǇƭŀŎŜŘ ŘǳǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘ рл 

bǳƳōŜǊ ƻŦ ǿƻǊƪŜǊǎ ƭŜƊ ŀƴŘ ŘƛǎŎƘŀǊƎŜŘ ŘǳǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘ нр 

!ǾŜǊŀƎŜ ƴǳƳōŜǊ ƻŦ ǿƻǊƪŜǊǎ ƻƴ ǘƘŜ Ǌƻƭƭ ŘǳǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘ рлл 

You are required to: 

(i) Compute the Employee Turnover Rates using Separation Method and Flux Method. 

(ii) Equivalent Employee Turnover Rates for (i) above, given that the organization was setup on 31st 

January, 2021. 

 

PROBLEM ς 6: (JAN 21, PM ς 10 Marks) 

Z Ltd is working by employing 50 skilled workers. It is considering the introduction of an incentive 

scheme - either Halsey Scheme (with 50% Bonus) or Rowan Scheme - of wage payment for increasing 

the labour productivity to adjust with the increasing demand for its products by 40%. The company 

feels that if the proposed incentive scheme could bring about an average 20% increase over the 
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present earnings of the workers, it could act as sufficient incentive for them to produce more and the 

company has accordingly given assurance to the workers. 

Because of this assurance, an increase in productivity has been observed as revealed by the figures 

for the month of April, 2020: 

IƻǳǊƭȅ ǊŀǘŜ ƻŦ ǿŀƎŜǎ όƎǳŀǊŀƴǘŜŜŘύ  рл 

!ǾŜǊŀƎŜ ǝƳŜ ŦƻǊ ǇǊƻŘǳŎƛƴƎ ƻƴŜ ǳƴƛǘ ōȅ ƻƴŜ ǿƻǊƪŜǊ ŀǘ ǘƘŜ ǇǊŜǾƛƻǳǎ мΦфтр ƘƻǳǊǎ 

ǇŜǊŦƻǊƳŀƴŎŜ όǘƘƛǎ Ƴŀȅ ōŜ ǘŀƪŜƴ ŀǎ ǝƳŜ ŀƭƭƻǿŜŘύ   

bǳƳōŜǊ ƻŦ ǿƻǊƪƛƴƎ Řŀȅǎ ƛƴ ŀ ƳƻƴǘƘ нп 

bǳƳōŜǊ ƻŦ ǿƻǊƪƛƴƎ ƘƻǳǊǎ ǇŜǊ Řŀȅ ƻŦ ŜŀŎƘ ǿƻǊƪŜǊ у 

!Ŏǘǳŀƭ ǇǊƻŘǳŎǝƻƴ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ сΣмнл ǳƴƛǘǎ 

Required: 

(i) Calculate the effective increase in earnings of workers in percentage terms under Halsey and 

Rowan scheme. 

(ii) Calculate the savings to Z Ltd in terms of direct labour cost per unit under both the schemes. 

(iii) Advise Z Ltd about the selection of the scheme that would fulfil its assurance of incentivising 

workers and also to adjust with the increase in demand.  

 

PROBLEM ς 7: (NOV 20 ς 6 Marks) 

Following are the particulars of two workers 'R' and 'S' for a month: 

tŀǊǝŎǳƭŀǊǎ w { 

όƛύ .ŀǎƛŎ ²ŀƎŜǎ ό ύ мрΣллл олΣллл 

όƛƛύ 5ŜŀǊƴŜǎǎ !ƭƭƻǿŀƴŎŜ рл҈ рл҈ 

όƛƛƛύ /ƻƴǘǊƛōǳǝƻƴ ǘƻ 9tC όƻƴ ōŀǎƛŎ ǿŀƎŜǎύ т҈ тΦрл҈ 

όƛǾύ /ƻƴǘǊƛōǳǝƻƴ ǘƻ 9{L όƻƴ ōŀǎƛŎ ǿŀƎŜǎύ н҈ н҈ 

όǾύ hǾŜǊǝƳŜ όƘƻǳǊǎύ нл π 

The normal working hours for the month are 200 hrs. Overtime is paid at double the total of normal 

wages and dearness allowance. Employer's contribution to State Insurance and Provident Fund are at 

equal rates with employees' contributions. 

Both workers were employed on jobs A, B and C in the following proportions: 

Wƻōǎ ! . / 

w тр҈ мл҈ мр҈ 

{ пл҈ нл҈ пл҈ 

Overtime was done on job 'A'.  

You are required to: 

(i) /ŀƭŎǳƭŀǘŜ ƻǊŘƛƴŀǊȅ ǿŀƎŜ ǊŀǘŜ ǇŜǊ ƘƻǳǊ ƻŦ ϥwϥ ŀƴŘ Ψ{ΩΦ 

(ii) Allocate the worker's cost to each job 'A', 'B' and 'C'. 
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PROBLEM ς 8: (NOV 19 ς 10 Marks) 

Zico Ltd. has its factory at two locations viz Nasik and Satara. Rowan plan is used at Nasik factory and 

Halsey plan at Satara factory. 

Standard time and basic rate of wages are same for a job which is similar and is carried out on similar 

machinery. Normal working hours is 8 hours per day in a 5-day week. 

Job at Nasik factory is completed in 32 hours while at Satara factory it has taken 30 hours. Conversion 

Ŏƻǎǘǎ ŀǘ bŀǎƛƪ ŀƴŘ {ŀǘŀǊŀ ŀǊŜ  рΣплу ŀƴŘ  пΣфрл ǊŜǎǇŜŎǘƛǾŜƭȅΦ hǾŜǊƘŜŀŘǎ ŀŎŎƻǳƴǘ ŦƻǊ  нр ǇŜǊ ƘƻǳǊΦ 

Required: 

(i) To find out the normal wage; and 

(ii) To compare the respective conversion costs. 

 

PROBLEM ς 9 : (MAY 19 ς 5 Marks) 

aκǎ ½Ŝōŀ tǊƛǾŀǘŜ [ƛƳƛǘŜŘ ŀƭƭƻǘǘŜŘ ŀ ǎǘŀƴŘŀǊŘ ǘƛƳŜ ƻŦ пл ƘƻǳǊǎ ŦƻǊ ŀ Ƨƻō ŀƴŘ ǘƘŜ ǊŀǘŜ ǇŜǊ    ƘƻǳǊ ƛǎ  

75. The actual time taken by a worker is 30 hours. 

You are required to calculate the total earnings under the following plans: 

(i) Halsey Premium Plan (Rate 50%) 

(ii) Rowan Plan 

(iii) Time Wage System 

(iv) Piece Rate System 

 

PROBLEM ς 10 : (NOV 18 ς 5 Marks) 

Following data have been extracted from the books of M/s. ABC Private Limited: 

όƛύ {ŀƭŀǊȅ όŜŀŎƘ ŜƳǇƭƻȅŜŜΣ ǇŜǊ ƳƻƴǘƘύ  олΣллл 

όƛƛύ .ƻƴǳǎ нр҈ ƻŦ ǎŀƭŀǊȅ 

όƛƛƛύ 9ƳǇƭƻȅŜǊϥǎ ŎƻƴǘǊƛōǳǝƻƴ ǘƻ tCΣ 9{L ŜǘŎΦ мр҈ ƻŦ ǎŀƭŀǊȅ 

όƛǾύ ¢ƻǘŀƭ Ŏƻǎǘ ŀǘ ŜƳǇƭƻȅŜŜǎϥ ǿŜƭŦŀǊŜ ŀŎǝǾƛǝŜǎ  сΣсмΣрлл ǇŜǊ ŀƴƴǳƳ 

όǾύ ¢ƻǘŀƭ ƭŜŀǾŜ ǇŜǊƳƛǧŜŘ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊ ол Řŀȅǎ 

όǾύ bƻΦ ƻŦ ŜƳǇƭƻȅŜŜǎ мтр 

όǾƛƛύ bƻǊƳŀƭ ƛŘƭŜ ǝƳŜ тл ƘƻǳǊǎ ǇŜǊ ŀƴƴǳƳ 

όǾƛƛƛύ !ōƴƻǊƳŀƭ ƛŘƭŜ ǝƳŜ όŘǳŜ ǘƻ ŦŀƛƭǳǊŜ ƻŦ ǇƻǿŜǊ ǎǳǇǇƭȅύ рл ƘƻǳǊǎ 

όƛȄύ ²ƻǊƪƛƴƎ Řŀȅǎ ǇŜǊ ŀƴƴǳƳ омл Řŀȅǎ ƻŦ у ƘƻǳǊǎ 

You are required to calculate: 

1. Annual cost of each employee 

2. Employee cost per hour 

3. Cost of abnormal idle time, per employee  
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PROBLEM ς 11: (MAY 18 ς 5 Marks) 

A worker takes 15 hours to complete a piece of work for which time allowed is 20 hours.  His wage 

ǊŀǘŜ ƛǎ  р ǇŜǊ ƘƻǳǊΦ CƻƭƭƻǿƛƴƎ ŀŘŘƛǘƛƻƴŀƭ ƛƴŦƻǊƳŀǘƛƻƴ ŀǊŜ ŀƭǎƻ ŀǾŀƛƭŀōƭŜΥ 

Material cost of work  рл 

Factory overheads100% of wages 

Calculate the factory cost of work under the following methods of wage payments: 

(i) Rowan Plan 

(ii) Halsey Plan 

 

PROBLEM ς 12: (MAY 18 ς 10 Marks) 

The information regarding number of employees on roll in a shopping mall for the month of  

December 2017 are given below: 

Number of employees as on 01-12-2017     900 

Number of employees as on 31-12-2017     1100 

During December, 2017, 40 employees resigned and 60 employees were discharged. 300 employees 

were recruited during the month. Out of these 300 employees, 225 employees were recruited for an 

expansion project of the mall and rest were recruited due to exit of employees. 

Assuming 365 days in a year, calculate Employee Turnover Rate and Equivalent Annual' Employee 

Turnover Rate by applying the following: 

(i) Replacement Method 

(ii) Separation Method 

(iii) Flux Method 
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t!w¢ ς .Υ όw9±L{Lhb ¢9{¢ t!t9w{ύ 

PROBLEM ς 13: (RTP NOV 22) 

Iw [ǘŘΦ ƛǎ ǇǊƻƎǊŜǎǎƛƴƎ ƛƴ ƛǘǎ ƭŜƎŀƭ ƛƴŘǳǎǘǊȅΦ hƴŜ ƻŦ ƛǘǎ ǘǊŀƛƴŜŜ ŜȄŜŎǳǝǾŜǎΣ aǊΦ IΣ ƛƴ ǘƘŜ tŜǊǎƻƴƴŜƭ 

ŘŜǇŀǊǘƳŜƴǘ Ƙŀǎ ŎŀƭŎǳƭŀǘŜŘ ƭŀōƻǳǊ ǘǳǊƴƻǾŜǊ ǊŀǘŜ нпΦфн҈ ŦƻǊ ǘƘŜ ƭŀǎǘ ȅŜŀǊ ǳǎƛƴƎ CƭǳȄ ƳŜǘƘƻŘΦ 

Following is the data provided by the Personnel department for the last year: 

Employees At the beginning Joined Left At the end 

Records clerk 810 1,620 90 2,340 

Human Resource Manager ? 30 90 60 

Legal Secretary ? 90 --- ? 

Staff Attorney ? 30 30 ? 

Associate Attorney ? 30 --- 45 

Senior Staff Attorney 6 --- --- 18 

Senior Records clerk 12 --- --- 51 

Litigation attorney ? --- --- ? 

Employees transferred from the Subsidiary Company 

Senior Staff Attorney --- 12 --- --- 

Senior Records clerk --- 39 --- --- 

Employees transferred to the Subsidiary Company 

Litigation attorney --- --- 90 --- 

Associate Attorney --- --- 15 --- 

 

At the beginning of the year there were total 1,158 employees on the payroll of the company. The 

opening strength of the Legal Secretary, Staff Attorney and Associate Attorney were in the ratio of 

3:3:2. 

The company has decided to abandon the post of Litigation attorney and consequently all the 

Litigation attorneys were transferred to the subsidiary company. 

¢ƘŜ ŎƻƳǇŀƴȅ ŀƴŘ ƛǘǎ subsidiary ŀǊŜ ƳŀƛƴǘŀƛƴƛƴƎ ǎŜǇŀǊŀǘŜ ǎŜǘ ƻŦ ōƻƻƪǎ ƻŦ ŀŎŎƻǳƴǘ ŀƴŘ ǎŜǇŀǊŀǘŜ 

tŜǊǎƻƴƴŜƭ 5ŜǇŀǊǘƳŜƴǘΦ 

You are required to: 

(a) CALCULATE Labour Turnover rate using Replacement method and Separation method. 

(b) VERIFY the Labour turnover rate calculated under Flux method by Mr. H 

 

PROBLEM ς 14 : (RTP MAY 22) 

A total of 108 labour hours have been put in a particular job card for repair work engaging a semi-

skilled and skilled labour (Mr. Deep and Mr. Sam respectively). 

The hours devoted by both the workers individually on daily basis for this particular job are given 

below: 
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Monday Tuesday Wednesday Thursday Friday 

10.5 8.0 10.5 9.5 10.5 

The skilled labour also worked on Saturday for 10 hours. Sunday is a weekly holiday and each worker 

has to work for 8 hours on all week days and 5 hours on Saturdays; the workers are however paid full 

wages for Saturday (8 hours for 5 hours worked). 

Semi-skilled and skilled worker is paid ordinary wage @   400 and   600 respectively per day of 8 

hours labour. Further, the workers are also paid dearness allowance @ 20%. 

Extra hours worked over and above 8 hours are also paid at ordinary wage rate however, overtime 

premium of 100% of ordinary wage rate is paid if a worker works for more than 9 hours in a day AND 

48 hours in a week. 

You are required to COMPUTE the wages payable to Mr. Deep (Semi-skilled) and Mr. Sam (Skilled). 

 

PROBLEM ς 15 : (RTP NOV 21) 

Textile Ltd. pays following overtime premium for its ƭŀōƻǳǊ ōŜǎƛŘŜ ƴƻǊƳŀƭ ǿŀƎŜǎ ƻŦ  млл ǇŜǊ ƘƻǳǊΥ 

.ŜŦƻǊŜ ŀƴŘ ŀƊŜǊ ƴƻǊƳŀƭ ǿƻǊƪƛƴƎ ƘƻǳǊǎ ул҈ ƻŦ ōŀǎƛŎ ǿŀƎŜ ǊŀǘŜ 

{ǳƴŘŀȅǎ ŀƴŘ ƘƻƭƛŘŀȅǎ мрл҈ ƻŦ ōŀǎƛŎ ǿŀƎŜ ǊŀǘŜ 

During the previous year 2019-20, the following hours were worked: 

Normal time            3,00,000 hours 

Overtime before and after normal working hours  60,000 hours 

Overtime on Sundays and holidays      15,000 hours 

Total               3,75,000 hours 

During the current year 2020-нмΣ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƘƻǳǊǎ ƘŀǾŜ ōŜŜƴ ǿƻǊƪŜŘ ƻƴ Ƨƻō Ψ{ǇƛƴƴƛƴƎΩΥ 

bƻǊƳŀƭ пΣллл ƘƻǳǊǎ 

hǾŜǊǝƳŜ ōŜŦƻǊŜ ŀƴŘ ŀƊŜǊ ƴƻǊƳŀƭ ǿƻǊƪƛƴƎ ƘƻǳǊǎ плл ƘƻǳǊǎ 

hǾŜǊǝƳŜ ƻƴ {ǳƴŘŀȅǎ ŀƴŘ ƘƻƭƛŘŀȅǎ млл ƘƻǳǊǎ 

¢ƻǘŀƭ пΣрлл ƘƻǳǊǎ 

You are required to: 

/![/¦[!¢9 ǘƘŜ ƭŀōƻǳǊ Ŏƻǎǘ ŎƘŀǊƎŜŀōƭŜ ǘƻ Ƨƻō Ψ{ǇƛƴƴƛƴƎΩ ŀƴŘ ƻǾŜǊƘŜŀŘ ƛƴ ŜŀŎƘ ƻŦ ǘƘŜ ŦƻƭƭƻǿƛƴƎ 

instances: 

(a) Where oǾŜǊǘƛƳŜ ƛǎ ǿƻǊƪŜŘ ǊŜƎǳƭŀǊƭȅ ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ ȅŜŀǊ ŀǎ ŀ ǇƻƭƛŎȅ ŘǳŜ ǘƻ ǘƘŜ ǿƻǊƪŜǊǎΩ 

shortage. 

(b)  Where overtime is worked irregularly to meet the requirements of production. 

(c) Where overtime is worked at the request of the customer to expedite the job. 

 

PROBLEM ς 16: (RTP MAY 21) 

JBL Sisters operates a boutique which works for various fashion houses and retail stores.  It has 

employed 26 workers and pays them on time rate basis. On an average an employee is allowed 8 
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hours for boutique work on a piece of garment. In the month of December 2020, two workers M and 

J were given 15 pieces and 21 pieces of garments respectively for boutique work. The following are 

the details of their work: 

 a W 

²ƻǊƪ ŀǎǎƛƎƴŜŘ мр ǇŎǎΦ нм ǇŎǎΦ 

¢ƛƳŜ ǘŀƪŜƴ млл ƘƻǳǊǎ мпл ƘƻǳǊǎ 

Workers are pŀƛŘ ōƻƴǳǎ ŀǎ ǇŜǊ IŀƭǎŜȅ {ȅǎǘŜƳΦ ¢ƘŜ ŜȄƛǎǘƛƴƎ ǊŀǘŜ ƻŦ ǿŀƎŜǎ ƛǎ  сл ǇŜǊ ƘƻǳǊΦ !ǎ ǇŜǊ ǘƘŜ 

ƴŜǿ ǿŀƎŜǎ ŀƎǊŜŜƳŜƴǘ ǘƘŜ ǿƻǊƪŜǊǎ ǿƛƭƭ ōŜ ǇŀƛŘ  тн ǇŜǊ ƘƻǳǊ ǿΦŜΦŦΦ мst January 2021. At the end of 

the month December 2020, the accountant of the company has wrongly calculated wages to these 

ǘǿƻ ǿƻǊƪŜǊǎ ǘŀƪƛƴƎ  тн ǇŜǊ ƘƻǳǊΦ 

Required: 

(i) CALCULATE the loss incurred due to incorrect rate selection. 

(ii) CALCULATE the loss incurred due to incorrect rate selection, had Rowan scheme of bonus 

payment followed. 

(iii) CALCULATE the loss/ savings if Rowan scheme of bonus payment had followed. 

(iv) DISCUSS the suitability of Rowan scheme of bonus payment for JBL Sisters? 

 

PROBLEM ς 17 : (RTP NOV 20) 

GZ Ld. pays the following to a skilled worker engaged in production works. The following are the 

employee benefits paid to the employee: 

όŀύ .ŀǎƛŎ ǎŀƭŀǊȅ ǇŜǊ Řŀȅ  мΣллл 

όōύ 5ŜŀǊƴŜǎǎ ŀƭƭƻǿŀƴŎŜ ό5!ύ нл҈ ƻŦ ōŀǎƛŎ ǎŀƭŀǊȅ 

όŎύ IƻǳǎŜ ǊŜƴǘ ŀƭƭƻǿŀƴŎŜ мс҈ ƻŦ ōŀǎƛŎ ǎŀƭŀǊȅ 

όŘύ ¢ǊŀƴǎǇƻǊǘ ŀƭƭƻǿŀƴŎŜ  рл ǇŜǊ Řŀȅ ƻŦ ŀŎǘǳŀƭ ǿƻǊƪ 

όŜύ hǾŜǊǝƳŜ 

¢ǿƛŎŜ ǘƘŜ ƘƻǳǊƭȅ ǊŀǘŜ όŎƻƴǎƛŘŜǊǎ ōŀǎƛŎ ŀƴŘ 5!ύΣ 

ƻƴƭȅ ƛŦ ǿƻǊƪǎ ƳƻǊŜ ǘƘŀƴ ф ƘƻǳǊǎ ŀ Řŀȅ ƻǘƘŜǊǿƛǎŜ 

ƴƻ ƻǾŜǊǝƳŜ ŀƭƭƻǿŀƴŎŜΦ LŦ ǿƻǊƪǎ ŦƻǊ ƳƻǊŜ ǘƘŀƴ ф 

ƘƻǳǊǎ ŀ Řŀȅ ǘƘŜƴ ƻǾŜǊǝƳŜ ƛǎ ŎƻƴǎƛŘŜǊŜŘ ŀƊŜǊ уǘƘ 

ƘƻǳǊǎΦ 

όŦ ύ ²ƻǊƪ ƻŦ ƘƻƭƛŘŀȅ ŀƴŘ {ǳƴŘŀȅ 

5ƻǳōƭŜ ƻŦ ǇŜǊ Řŀȅ ōŀǎƛŎ ǊŀǘŜ ǇǊƻǾƛŘŜŘ ǿƻǊƪǎ ŀǘ 

ƭŜŀǎǘ п ƘƻǳǊǎΦ ¢ƘŜ ƘƻƭƛŘŀȅ ŀƴŘ {ǳƴŘŀȅ ōŀǎƛŎ ƛǎ 

ŜƭƛƎƛōƭŜ ŦƻǊ ŀƭƭ ŀƭƭƻǿŀƴŎŜǎ ŀƴŘ ǎǘŀǘǳǘƻǊȅ 

ŘŜŘǳŎǝƻƴǎΦ 

όƘύ 9ŀǊƴŜŘ ƭŜŀǾŜ ϧ /ŀǎǳŀƭ ƭŜŀǾŜ ¢ƘŜǎŜ ŀǊŜ ǇŀƛŘ ƭŜŀǾŜΦ 

όƘύ 9ƳǇƭƻȅŜǊϥǎ ŎƻƴǘǊƛōǳǝƻƴ ǘƻ tǊƻǾƛŘŜƴǘ ŦǳƴŘ мн҈ ƻŦ ōŀǎƛŎ ŀƴŘ 5! 

όƛύ 9ƳǇƭƻȅŜǊϥǎ ŎƻƴǘǊƛōǳǝƻƴ ǘƻ tŜƴǎƛƻƴ ŦǳƴŘ т҈ ƻŦ ōŀǎƛŎ ŀƴŘ 5! 
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The company normally works 8-hour a day and 26-day in a month.  The company provides 30 

minutes lunch break in between. 

During the month of August 2020, Mr. Z works for 23 days including 15th August and a Sunday and 

applied for 3 days of casual leave. On 15th August and Sunday, he worked for 5 and 6 hours 

respectively without lunch break. 

On 5th and 13th August, he worked for 10 and 9 hours respectively. During the month Mr. Z worked 

for 100 hours on Job no.HT200.  

You are required to CALCULATE: 

(i) Earnings per day 

(ii) Effective wages rate per hour of Mr. Z. 

(iii) Wages to be charged to Job no.HT 200. 

 

PROBLEM ς 18 : (RTP MAY 20, MAY 18 ς 10 Marks, MTP MAY 21 & MAY 23) 

From the following information, CALCULATE employee turnover rate using ς 

(i)  Separation Method,  

(ii) Replacement Method,  

(iii) New Recruitment Method, and  

(iv) Flux Method: 

No. of workers as on 01.01.2019 = 3,600 No. of workers as on 31.12.2019 = 3,790 

During the year, 40 workers left while 120 workers were discharged. 350 workers were recruited 

during the year, of these 150 workers were recruited because of exits and the rest were recruited in 

accordance with expansion plans. 

 

PROBLEM ς 19 : (RTP NOV 19) 

ADV Pvt. Ltd. manufactures a product which requires skill and precision in work to get quality 

products. The company has been experiencing high labour cost due to slow speed of work. The 

management of the company wants to reduce the labour cost but without compromising with the 

quality of work. It wants to introduce a bonus scheme but is indifferent between the Halsey and 

Rowan scheme of bonus. 

For the month of November 2019, the company budgeted for 24,960 hours of work. The workers are 

ǇŀƛŘ  ул ǇŜǊ ƘƻǳǊΦ 

Required: 

CALCULATE and suggest the bonus scheme where the time taken (in %) to time allowed to complete 

the works is (a) 100% (b) 75% (c) 50% & (d) 25% of budgeted hours. 
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PROBLEM ς 20 : (RTP MAY 19, MTP MAY 20) 

A Company is undecided as to what kind of wage scheme should be introduced. The following 

particulars have been compiled in respect of three workers which are under consideration of the 

management. 

 L LL LLL 

!Ŏǘǳŀƭ ƘƻǳǊǎ ǿƻǊƪŜŘ оул млл рпл 

IƻǳǊƭȅ ǊŀǘŜ ƻŦ ǿŀƎŜǎ όƛƴ ύ пл рл сл 

tǊƻŘǳŎǝƻƴǎ ƛƴ ǳƴƛǘǎΥ       

  π tǊƻŘǳŎǘ ! нмл π слл 

  π tǊƻŘǳŎǘ . осл π морл 

  π tǊƻŘǳŎǘ / псл нрл π 

{ǘŀƴŘŀǊŘ ǝƳŜ ŀƭƭƻǿŜŘ ǇŜǊ ǳƴƛǘ ƻŦ ŜŀŎƘ ǇǊƻŘǳŎǘ ƛǎΥ       

  ! . / 

aƛƴǳǘŜǎ мр нл ол 

For the purpose of piece ratŜΣ ŜŀŎƘ ƳƛƴǳǘŜ ƛǎ ǾŀƭǳŜŘ ŀǘ  мκ- 

You are required to CALCULATE the wages of each worker under: 

(i) Guaranteed hourly rate basis 

(ii) Piece work earning basis, but guaranteed at 75% of basic pay (Guaranteed hourly rate if his 

earnings are less than 50% of basic pay.) 

(iii) Premium bonus basis where the worker received bonus based on Rowan scheme. 
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ANSWERS 

1. 

Working Notes: 

i. Effective rate per hour: 

Incentive for 60 hours = (  150 × 48 hours +   300 × 12 hours) 

= 7,200 + 3,600 =   10,800 

=   10,800 ÷ 60 hours =   180 per hour 

ii. Time taken/ Allowed to produce 100 toys: 

= (60 hours ÷ 80 toys) × 100 toys = 75 hours 

iii. Time saved = Time Allowed ð Time Taken 

= 75 hours ς 48 hours = 27 hours 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ǿŜŜƪƭȅ ŜŀǊƴƛƴƎǎ ŦƻǊ ƻƴŜ ƻǇŜǊŀǘƻǊ ǳƴŘŜǊ ǘƘŜ ŜȄƛǎǝƴƎ ǝƳŜ ǊŀǘŜΥ 

= (48 hours x   150) + (12 hours x   300) =   10,800 Alternative solution 

= Effective rate per hour (WN-1) × Time required for 100 toys (WN-2) 

=   180 × 75 hours =   13,500 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ǿŜŜƪƭȅ ŜŀǊƴƛƴƎǎ ŦƻǊ ƻƴŜ ƻǇŜǊŀǘƻǊ ǳƴŘŜǊ wƻǿŀƴ tǊŜƳƛǳƳ ǇƭŀƴΥ 

(Time taken × Rate per hour) + (Time Saved/ Time Allowed × Time taken × Rate per hour) 

= (48 hours ×   150) + [(27 ÷ 75) × 48 ×   150] 

= 7,200 + 2,592 =   9,792 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ǿŜŜƪƭȅ ŜŀǊƴƛƴƎǎ ŦƻǊ ƻƴŜ ƻǇŜǊŀǘƻǊ ǳƴŘŜǊ IŀƭǎŜȅ tǊŜƳƛǳƳ ǇƭŀƴΥ 

(Time taken × Rate per hour) + (50% of Time Saved × Rate per hour) 

= (48 hours ×   150) + (50% of 27 hours ×   150) 

=   7,200 +   2,025 =   9,225 

 

2. 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ǿŀƎŜǎ ƻŦ aǊΦ Ψ!Ω ǳƴŘŜǊ ŘƛũŜǊŜƴǘ ǿŀƎŜ ǎŎƘŜƳŜǎΥ 

A. Time rate  

Wages   =  Time Worked × Rate for the time 

  =  48 hours x   15 

 =    720 

B. Piece rate with a guaranteed weekly wage  

Wage  =  Number of units produced × Rate per unit 

   =  200 units x   4.50* 

   =    900 

*(   15 / 60 minutes) x 18 minutes =   4.50 

C. Halsey Premium Plan  

Wages   =  Time taken × Time rate + 50% of time saved × Time rate 
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Wages   =  Time taken × Time rate + 50% (Standard time ς Actual time) × Time rate 

 =  (48 hours x   15) + 50% of (60 hours# ς 48 hours) x   15 

 =    720 +   90  =   810 

  #(200 units x 18 minutes) / 60 minutes = 60 hours 

D. Rowan Premiu m Plan  

Wages = Time taken × Rate per hour + Time taken ÷ Time Allowed x Time Saved x Time Rate  

)15.Rshours48
hours60

hours4860
)15.Rshours48( ³³

-
+³=  

= 720 + 144 = 864 

The company may follow Halsey Premium Plan over Rowan Premium Bonus Plan as the total 

wages paid is lower than that of Rowan Premium Bonus Plan. 

 

3. 

²ƻǊƪƛƴƎ bƻǘŜΥ 

i. Average number of workers on roll (for the quarter): 

Employee Turnover rate using Replacement method 

100×
 roll on workersof  number Average

tsreplacemenof  No.
=  

100 

Or, 
roll on workersof  number Average

72

100

8
=  

Or, Average number of workers on roll = 900
8

10072
=

³
 

ii. Number of workers left and discharged: 

Employee turnover rate (Separation method)  

45S,or
900

S

100

5
100

roll on workersof  number Average

s(S)Separationof  No.
===³=  

Hence, number of workers left and discharged comes to 45 

iii. Number of workers recruited and joined: 

Employee turnover rate (Flux method) 

No of Separations + No of Accessions ÷ Average Number of Workers  

16 ÷ 100 = 45 + A ÷ 900 = 99  

No. of workers recruited and joined 99 

iv. Calculation of Equivalent employee turnover rates: 

Employee Turnover rate for the Quarter ÷ Number of Quarters x 4 quarters 

Flux = 16 % * 4 = 64% 

Replacement =  8% x 4 = 32% 
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Separation = 5% x 4 = 20%  

 

4. 

i. Calculation of Effective hourly rate of earnings under Rowan Incentive Plan: 

Standard time allowed = 10 hours 

Time taken = 8 hours; Time saved = 2 hours 

 Particulars Amount 

(  ) 

A Basic guaranteed wages ( 150×8 hours) 1,200 

B Add: Bonus for time saved ( 2 ÷ 10 × 8 ×   150) 

 

240 

C Total earnings (A+B) 1,440 

D Hours worked 8 hours 

E Effective hourly rate (C÷D) 180 

ii. [Ŝǘ ǘƘŜ ǘƛƳŜ ǘŀƪŜƴ ǘƻ ŎƻƳǇƭŜǘŜ ǘƘŜ Ƨƻō ƛǎ ά¢έ ŀƴŘ ǘƘŜ ǘƛƳŜ saved is 10-T  

Effective hourly rate under the Halsey Incentive scheme  

180.Rs
Worked Hours

Saved) Timeof  50%  (Rate  Worked) Hours  (Rate
=

³+³
=  

180.Rs
T

T) - (10 50%  Rs.150  T)  (Rs.150
=

³+³
 

ό мрл Ҏ ¢ύ Ҍ  мрл Ҏ рл҈ όмл π ¢ύ Ґ   мул 

¢ 

мрл¢ Ҍ трл πтр¢ Ґ мул¢ 

мул¢πтр¢ Ґ трл 

¢ Ґ трл κ млр Ґ тΦмп ƘƻǳǊǎ 

 

5. 

i. Employee Turnover rate  

Using Separation method: 

Number of employees Separated during the period/ Average number of employees during 

the period on roll x 100 

= 25/500 x 100 = 5% 

Using Flux method: 

Number of employees Separated + 

Number of employees Replaced during the period/ Average number of employees during the 

period on roll x 100 

= 5 + 25/ 500 x 100 = 15% 
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ii. Equivalent Employee Turnover rate: 

Employee Turnover rate for the period/ Number of days in the period x 365 

Using Separation method  = 5/60 x 365 = 30.42% 

       Or, 5/60 x 360 = 30% 

       Or, 5/2 x 12 = 30% 

Using Flux method    =  15/60 x 360 = 91.25% 

   Or, = 15/60 x 360 = 90% 

   Or, = 15/2 x 12 = 90% 

 

6:  

a) Working Notes: 

1. Total time wages of 50 workers per month: 

= No. of working days in the month × No. of working hours per day of each worker × Hourly 

rate of wages × No. of workers 

Ґ нп Řŀȅǎ Ҏ у ƘǊǎΦ Ҏ  рл Ҏ рл ǿƻǊƪŜǊǎ Ґ  пΣулΣллл 

2. Time saved per month: 

Time allowed per unit to a worker           1.975 hours 

No. of units produced during the month by 50 workers                    6,120 units  

Total time allowed to produce 6,120 units (6,120 × 1.975 hrs)               12,087 hours 

 !Ŏǘǳŀƭ ǘƛƳŜ ǘŀƪŜƴ ǘƻ ǇǊƻŘǳŎŜ сΣмнл ǳƴƛǘǎ όнп Řŀȅǎ Ҏ у ƘǊǎΦ Ҏ рл ǿƻǊƪŜǊǎύ   фΣслл ƘƻǳǊǎΩ 

Time saved (12,087 hours ς 9,600 hours)         2,487 hours 

3. Bonus under Halsey scheme to be paid to 50 workers: 

Bonus = (50% of time saved) × hourly rate of wages 

Ґ рлκмлл Ҏ нΣпут ƘƻǳǊǎ Ҏ  рл Ґ  снΣмтр 

¢ƻǘŀƭ ǿŀƎŜǎ ǘƻ ōŜ ǇŀƛŘ ǘƻ рл ǿƻǊƪŜǊǎ ŀǊŜ ό  пΣулΣллл Ҍ  снΣмтрύ  рΣпнΣмтрΣ ƛŦ ½ [ǘŘΦ 

considers the introduction of Halsey Incentive Scheme to increase the worker productivity. 

4. Bonus under Rowan Scheme to be paid to 50 workers: 

Bonus = Time taken/ Time allowed × Time saved × hourly rate 

= фΣслл ƘƻǳǊǎκҐ мнΣлут ƘƻǳǊǎ Ҏ нΣпут ƘƻǳǊǎ Ҏ  рл Ґ  фуΣтсп 

¢ƻǘŀƭ ǿŀƎŜǎ ǘƻ ōŜ ǇŀƛŘ ǘƻ рл ǿƻǊƪŜǊǎ ŀǊŜ ό  пΣулΣллл Ҍ  фуΣтспύ  рΣтуΣтспΣ ƛŦ ½ [ǘŘΦ ŎƻƴǎƛŘŜǊǎ 

the introduction of Rowan Incentive Scheme to increase the worker productivity. 

(i) (a) Effective hourly rate of earnings under Halsey scheme: 

(Refer to Working Notes 1, 2 and 3) 

= Total time wages of 50 workers + Total bonus under /Halsey scheme Total hours 

worked 

Ґ  пΣулΣллл Ҍ  снΣмтрκфΣслл ƘƻǳǊǎ Ґ  рсΦпу 

9ŦŦŜŎǘƛǾŜ ƛƴŎǊŜŀǎŜ ƛƴ ŜŀǊƴƛƴƎǎ ƻŦ ǿƻǊƪŜǊ όƛƴ ҈ύ Ґ  рсΦпу -  рлκ  рл Ȅ млл Ґ нΦфс҈ 
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b) Effective hourly rate of earnings under Rowan scheme: 

(Refer to Working Notes 1, 2 and 4) 

= Total time wages of 50 workers + Total bonus under Rowan scheme/ Total hours 

worked 

Ґ  пΣулΣллл Ҍ  фсΣутрκфΣслл ƘƻǳǊǎ Ґ  60.29 

9ŦŦŜŎǘƛǾŜ ƛƴŎǊŜŀǎŜ ƛƴ ŜŀǊƴƛƴƎǎ ƻŦ ǿƻǊƪŜǊ όƛƴ ҈ύ Ґ  слΦнф -  рлκ  рл Ȅ млл Ґ 20.58%  

(ii) (a) Saving in terms of direct labour cost per unit under Halsey scheme:  

(Refer to Working Note 3) 

Labour cost per unit (under time wage scheme) 

Ґ мΦфтр ƘƻǳǊǎ Ҏ  рл Ґ  фуΦтр 

Labour cost per unit (under Halsey scheme) 

Total wages paid under the scheme/Total number of units produced 

 Ґ  рΣ пнΣмтрκсΣмнлҐ ǎ  ууΦсл 

{ŀǾƛƴƎ ǇŜǊ ǳƴƛǘ Ґ  фуΦтр ς  ууΦсл =  10.15 

(b)  Saving in terms of direct worker cost per unit under Rowan Scheme:  

(Refer to Working Note 4) 

[ŀōƻǳǊ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ǳƴŘŜǊ wƻǿŀƴ ǎŎƘŜƳŜ Ґ  рΣтуΣтспκсΣмнл ǳƴƛǘǎҐ  94.57  

{ŀǾƛƴƎ ǇŜǊ ǳƴƛǘ Ґ  фуΦтр ς  фпΦрт Ґ  4.18 

(iii) Calculation of Productivity: 

bƻǊƳŀƭ tǊƻŘǳŎǝƻƴ IƻǳǊǎ ǿƻǊƪŜŘκ¦ƴƛǘ ǇŜǊ IƻǳǊ όфΣсллκмΦфтрύ пΣусм 

!Ŏǘǳŀƭ tǊƻŘǳŎǝƻƴ ¦ƴƛǘǎ сΣмнл 

LƴŎǊŜŀǎŜ ƛƴ ƭŀōƻǳǊ ǇǊƻŘǳŎǝǾƛǘȅ мΣнрф 

҈ tǊƻŘǳŎǝǾƛǘȅ ƛΦŜΦΣ ƛƴŎǊŜŀǎŜ ƛƴ ǇǊƻŘǳŎǝƻƴκbƻǊƳŀƭ ǇǊƻŘǳŎǝƻƴ нрΦфл҈ 

Advice: wƻǿŀƴ Ǉƭŀƴ ŦǳƭŦƛƭǎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŀǎǎǳǊŀnce of 20% increase over the present 

earnings of workers. This would increase productivity by 25.9% only. It will not adjust 

with the increase in demand by 40%. 
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(i) /ŀƭŎǳƭŀǘƛƻƴ ƻŦ bŜǘ ²ŀƎŜǎ ǇŀƛŘ ǘƻ ²ƻǊƪŜǊ ΨwΩ ŀƴŘ Ψ{Ω 

tŀǊǝŎǳƭŀǊǎ w ό ύ { ό ύ 

.ŀǎƛŎ ²ŀƎŜǎ мрΣлллΦлл олΣлллΦлл 

5ŜŀǊƴŜǎǎ !ƭƭƻǿŀƴŎŜ ό5!ύ όрл҈ ƻŦ .ŀǎƛŎ ²ŀƎŜǎύ тΣрллΦлл мрΣлллΦлл 

hǾŜǊǝƳŜ ²ŀƎŜǎ όwŜŦŜǊ ǘƻ ²ƻǊƪƛƴƎ bƻǘŜ мύ пΣрллΦлл ππππ 

DǊƻǎǎ ²ŀƎŜǎ ŜŀǊƴŜŘ нтΣлллΦлл прΣлллΦлл 

[ŜǎǎΥ tǊƻǾƛŘŜƴǘ CǳƴŘ όт҈ Ҏ  мрΣлллύΤ όтΦр҈ Ҏ  олΣлллύ πмΣлрлΦлл πнΣнрлΦлл 

[ŜǎǎΥ 9{L όн҈ Ҏ  мрΣлллύΤ όн҈ Ҏ  олΣлллύ πолл πслл 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
м
у
ф 

bŜǘ ²ŀƎŜǎ ǇŀƛŘ нрΣсрлΦлл пнΣмрлΦлл 

/ŀƭŎǳƭŀǘƛƻƴ ƻŦ ƻǊŘƛƴŀǊȅ ǿŀƎŜ ǊŀǘŜ ǇŜǊ ƘƻǳǊ ƻŦ ²ƻǊƪŜǊ ΨwΩ ŀƴŘ Ψ{Ω 

  w ό ύ { ό ύ 

DǊƻǎǎ ²ŀƎŜǎ ό.ŀǎƛŎ ²ŀƎŜǎ Ҍ 5!ύΣ όŜȄŎƭǳŘƛƴƎ ƻǾŜǊǝƳŜύ ннΣрллΦлл прΣлллΦлл 

9ƳǇƭƻȅŜǊϥǎ ŎƻƴǘǊƛōǳǝƻƴ ǘƻ tΦCΦ ŀƴŘ 9Φ{ΦLΦ мΣорлΦлл нΣурлΦлл 

  ноΣурлΦлл птΣурлΦлл 

hǊŘƛƴŀǊȅ ǿŀƎŜǎ [ŀōƻǳǊ wŀǘŜ ǇŜǊ ƘƻǳǊ ό  ноΣурл ҏ нлл ƘƻǳǊǎύΤ ό  

птΣурл ҏ нлл ƘƻǳǊǎύ 
ммфΦнр нофΦнр 

(ii) Statement Showing Allocation of workers cost to each Job 

  
¢ƻǘŀƭ ²ŀƎŜǎ 

Wƻōǎ 

! . / 

²ƻǊƪŜǊ w         

hǊŘƛƴŀǊȅ ²ŀƎŜǎ όмрΥнΥоύ ноΣурлΦлл мтΣуутΦрл нΣоурΦлл орттΦр 

hǾŜǊǝƳŜ прлл прлл π ππ 

²ƻǊƪŜǊ {         

hǊŘƛƴŀǊȅ ²ŀƎŜǎ όнΥмΥнύ птΣурлΦлл мфΣмплΦлл фΣртлΦлл мфΣмплΦлл 

  тсΣнллΦлл пмΣрнтΦрл ммΣфррΦлл ннΣтмтΦрл 

Working Note: 

Normal Wages are considered as basic wages. 

Over time = 2 x (Basic wage +D.A.) x 20hours/ 200hours 

Ґ н Ȅ ннΣрллκнлл Ȅ нлƘƻǳǊǎ Ґ  пΣрлл 

 

8:   

(a) 

tŀǊǝŎǳƭŀǊǎ bŀǎƛƪ {ŀǘŀǊŀ 

IƻǳǊǎ ǿƻǊƪŜŘ он ƘǊΦ ол ƘǊΦ 

/ƻƴǾŜǊǎƛƻƴ /ƻǎǘǎ рΣплу пΣфрл 

[ŜǎǎΥ hǾŜǊƘŜŀŘǎ улл ό нрҎон ƘǊΦύ трл ό нрҎол ƘǊΦύ 

[ŀōƻǳǊ /ƻǎǘ пΣслу пΣнлл 

(i) Finding of Normal wage rate: 

Let Wage rate ōŜ w ǇŜǊ ƘƻǳǊΣ ǘƘƛǎ ƛǎ ǎŀƳŜ ŦƻǊ ōƻǘƘ ǘƘŜ bŀǎƛƪ ŀƴŘ {ŀǘŀǊŀ ŦŀŎǘƻǊȅΦ bƻǊƳŀƭ 

wage rate can be found out taking total cost of either factory. 

Nasik: Rowan Plan 

¢ƻǘŀƭ [ŀōƻǳǊ /ƻǎǘ Ґ ²ŀƎŜǎ ŦƻǊ ƘƻǳǊǎ ǿƻǊƪŜŘ Ҍ .ƻƴǳǎ ŀǎ ǇŜǊ wƻǿŀƴ Ǉƭŀƴ  пΣслу Ґ IƻǳǊǎ 

worked × Rate per hour + (Time saved/ Time allowed ×Hours worked × Rate per hour)  

hǊΣ  пΣслу Ґ он ƘǊΦ Ҏ w Ҍ όпл ς 32/40 ×32 × R) 
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hǊΣ  пΣслу Ґ онw Ҍ сΦпw  

w Ґ  мнл 

bƻǊƳŀƭ ǿŀƎŜ Ґ он ƘǊǎ Ҏ  мнл Ґ  оΣупл 

 

OR 

Satara: Halsey Plan 

Total Labour Cost = Wages for hours worked + Bonus as per Halsey plan 

 4,200 = Hours worked × Rate per hour + (50%×Hours saved × Rate per hour) 

 4,200 = 30 hr. × R + 50% × (40 hr. ς 30 hr.) × R 

 4,200 = 35 R 

hǊ w Ґ  мнл 

bƻǊƳŀƭ ²ŀƎŜ Ґ ол ƘǊǎ Ҏ  мнл Ґ  оΣслл 

(ii) Comparison of conversion costs: 

tŀǊǝŎǳƭŀǊǎ bŀǎƛƪ ό ύ {ŀǘŀǊŀ ό ύ 

bƻǊƳŀƭ ²ŀƎŜǎ  όон Ȅ мнлύ оΣупл   

                             όолȄмнлύ   оΣслл 

.ƻƴǳǎ     όсΦп Ȅ мнлύ тсу   

                   όр Ȅ мнлύ   слл 

hǾŜǊƘŜŀŘ улл трл 

  рΣплу пΣфрл 
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(i) Halsey Premium plan: 

= 1(Time taken × Rate per hour) + (1/2 × Time saved × Rate per hour)  

= όолƘƻǳǊǎ Ҏ  трύ Ҍ όмκн Ҏ млƘƻǳǊǎ Ҏ  трύ  

Ґ  нΣнрл Ҍ  отр Ґ  нΣснр 

(ii) Rowan Premium plan: 

= (Time taken × Rate per hour) + (Time saved/ Time allowed ×Time taken × Rate per hour) 

Ґ όолƘƻǳǊǎҎ  трύ Ҍ όмлκпл ҎолҎ  трύ 

Ґ  нΣнрл Ҍ  рснΦр Ґ  нΣумнΦр ƻǊ  нΣумо 

(iii) Time wage system: 

= Time taken × Rate per hour 

Ґ ол Ҏ  тр Ґ  нΣнрл 

(iv) Piece Rate System: 

= Std. Time × Rate per hour 

Ґ пл Ҏ  тр Ґ  оΣллл 

10:  
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1.  

  !ƴƴǳŀƭ Ŏƻǎǘ ƻŦ ŜŀŎƘ ŜƳǇƭƻȅŜŜ  

м {ŀƭŀǊȅ όолΣлллҎмнύ оΣслΣллл 

н .ƻƴǳǎ όнр҈ ƻŦ {ŀƭŀǊȅύ флΣллл 

о 9ƳǇƭƻȅŜŜǎ /ƻƴǘǊƛōǳǝƻƴ ǘƻ tC όмр҈ ƻŦ {ŀƭŀǊȅύ рпΣллл 

п 9ƳǇƭƻȅŜǊǎΩ ǿŜƭŦŀǊŜ όссмрллκмтрύ оΣтул 

 ¢ƻǘŀƭ !ƴƴǳŀƭ /ƻǎǘ рΣлтΣтул 

2.  

9ũŜŎǝǾŜ ²ƻǊƪƛƴƎ ƘƻǳǊǎ όомл Řŀȅǎ Ҏ у ƘƻǳǊǎύ нпул ƘƻǳǊǎ 

[ŜǎǎΥ [ŜŀǾŜ Řŀȅǎ όол Řŀȅǎ Ҏ у ƘƻǳǊǎύ нпл ƘƻǳǊǎϝ 

!ǾŀƛƭŀōƭŜ ²ƻǊƪƛƴƎ ƘƻǳǊǎ ннпл ƘƻǳǊǎ 

[ŜǎǎΥ bƻǊƳŀƭ [ƻǎǎ Ϫ тл ƘƻǳǊǎ 

  нмтл ƘƻǳǊǎ 

9ƳǇƭƻȅŜŜ /ƻǎǘ tŜǊ IƻǳǊ Ґ рΣлтΣтулκнмтл Ґ Ψ ноп 

*It is assumed 310 working days are without taking leave permitted into consideration 

3. Cost of abnormal idle time ǇŜǊ ŜƳǇƭƻȅŜŜ Ґ  нопҎ рл ƘƻǳǊǎ Ґ  ммтлл  

Alternative solution for Part (2) and (3) 

όнύ  /ŀƭŎǳƭŀǝƻƴ ƻŦ 9ƳǇƭƻȅŜŜ Ŏƻǎǘ ǇŜǊ ƘƻǳǊΥ   

      ²ƻǊƪƛƴƎ ƘƻǳǊǎ ǇŜǊ ŀƴƴǳƳ нΣпул ϝ 

      [ŜǎǎΥ bƻǊƳŀƭ LŘƭŜ ǝƳŜ ƘƻǳǊǎ тл 

      9ũŜŎǝǾŜ ƘƻǳǊǎ нΣпмл 

      9ƳǇƭƻȅŜŜ Ŏƻǎǘ рΣлтΣтул 

      9ƳǇƭƻȅŜŜ Ŏƻǎǘ ǇŜǊ ƘƻǳǊ нмлΦт 

*It is assumed 310 working days are after adjusting leave permitted during the year. 

όоύ  /ƻǎǘ ƻŦ !ōƴƻǊƳŀƭ ƛŘƭŜ ǝƳŜ ǇŜǊ ŜƳǇƭƻȅŜŜΥ   

        !ōƴƻǊƳŀƭ LŘƭŜ ǝƳŜ ƘƻǳǊǎ рл 

        9ƳǇƭƻȅŜŜ Ŏƻǎǘ ǇŜǊ ƘƻǳǊ нмлΦт 

        /ƻǎǘ ƻŦ !ōƴƻǊƳŀƭ ƛŘƭŜ ǝƳŜ όнмлΦтл Ҏрлύ млΣропΦур 
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όƛύ wƻǿŀƴ tƭŀƴΥ bƻǊƳŀƭ ǝƳŜ ǿŀƎŜ Ґ мр ƘƻǳǊǎ Ϫ  рҐ тр 

.ƻƴǳǎ Ґ ¢ƛƳŜ ǎŀǾŜŘ κ¢ƛƳŜ ŀƭƭƻǿŜŘ Ҏ ό¢ƛƳŜ ǘŀƪŜƴ Ҏ ¢ƛƳŜ ǊŀǘŜύ муΦтр 

 Ґ рκнл Ҏ όмрҎ рύ Ґ 

  фоΦтр 
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όƛƛύ IŀƭǎŜȅ tƭŀƴΥ bƻǊƳŀƭ ǝƳŜ ǿŀƎŜ Ґ мр ƘƻǳǊǎ Ϫ  р Ґ тр 

.ƻƴǳǎ Ґ рл҈ ƻŦ ό¢ƛƳŜ ǎŀǾŜŘ Ȅ ¢ƛƳŜ ǊŀǘŜύ Ґ рл҈ ƻŦ όрȄрύ Ґ мнΦр 

  утΦр 

Statement of Comparative Factory cost of work 

  wƻǿŀƴ tƭŀƴ IŀƭǎŜȅ tƭŀƴ 

    

aŀǘŜǊƛŀƭǎ рл рл 

5ƛǊŜŎǘ ²ŀƎŜǎ фоΦтр утΦр 

tǊƛƳŜ /ƻǎǘ мпоΦтр мотΦр 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ όмлл҈ ƻŦ 5ƛǊŜŎǘ ǿŀƎŜǎύ фоΦтр утΦр 

CŀŎǘƻǊȅ /ƻǎǘ нотΦр ннр 
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Labour turnover rate: 

It comprises of computation of labour turnover by using following methods: 

(i) Replacement Method: 

Labour turnover rate = No. of workers replaced/ Average number of workers x100 

= 75/1,000 x 100 = 7.5% 

Equivalent Annual Turnover Rate =7.5 x 365/31 = 88.31% 

(ii) Separation Method: 

Labour turnover rate = No. of workers left + No. of workers discharged/ Average number of 

workers × 100  

= (40 + 60)/  (900 + 1100)/2 x 100 = 100/1,000 x 100 = 10% 

Equivalent Annual Turnover Rate = 10 x 365/31= 117.74% 

 

(iii) Flux Method: 

Labour turnover rate = No. of separations + No. of accessions/ Average number of workers ×100 

(100 + 300)/ (900 + 1,100) ÷ 2 x 100 = 400/1,000 x 100 = 40% 

Equivalent Annual Turnover Rate = 40 x 365/ 31 = 470.97% 

OR 

(iii)  Flux Method: 

Labour turnover rate = No. of separation + No. of replaced/ Average number of workers ×100 

100 + 75/1000 x 100 = 17.5% 

Equivalent Annual Turnover Rate = 17.5 x 365/31 = 206.05% 

 

13. 
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²ƻǊƪƛƴƎ bƻǘŜǎΥ 

(i) Calculation of no. of employees at the beginning and end of the year 

 At the Beginning of the 

year 

At the end of 

the year 

Records clerk 810 2,340 

Human Resource Manager [Left- 90 + Closing- 

60 ς Joined- 30] 

120 60 

Legal Secretary* 45 135 

Staff Attorney* 45 45 

Associate Attorney* 30 45 

Senior Staff Attorney 6 18 

Senior Records clerk 12 51 

Litigation attorney 90 0 

Total 1,158 2,694 

(*) At the beginning of the year: 

Strength of Legal Secretary, Staff Attorney and Associate Attorney = 

[1158 ς {810 + 120 + 6 + 12 + 90} employees] or [1158 ς 1038 = 120 employees] 

[{Legal Secretary - 120 × 3/8 = 45, Staff Attorney - 120 × 3/8 = 45 & Associate Attorney - 120 

× 2/8 = 30} employees] 

!ǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ȅŜŀǊΥ 

[Legal Secretary -(Opening 45 + 90 Joining) = 135; Staff Attorney - (Opening 45 + 30 Joined ς 

30 Left) = 45] 

(ii) No. of Employees Separated, Replaced and newly recruited during the year 

Particulars Separations New Recruitment Replacement Total Joining 

Records clerk 90 1,530 90 1,620 

Human Resource Manager 90 -- 30 30 

Legal Secretary -- 90 -- 90 

Staff Attorney 30 -- 30 30 

Associate Attorney 15 15 15 30 

Senior Staff Attorney -- 12 -- 12 

Senior Records clerk -- 39 -- 39 

Litigation attorney 90 -- -- -- 

Total 315 1,686 165 1,851 

(Since, HR Ltd. and its subsidiary are maintaining separate Personnel Department, so transfer-

in and transfer-out are treated as recruitment and separation respectively.) 

a. Calculation of Labour Turnover rate: 

Replacement Method = No. of employees replaced during the year / Average no. of 
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employees on roll x 100 

= 165/ (1,158+2,694)/2 ×100 = 165/ 1,926 ×100= 8.57%  

Separation Method = No. of employees separated during the year / Average no. of 

employees on roll x 100 

= 315 / 1,926 ×100= 16.36%  

b. Labour Turnover rate under Flux Method: = 

No. of employees(Joined Separated)during the year / Average no. of employees on roll x 

10 

= No. of employees (Replaced + New recruited + Separated) during the year / Average no. 

of employees on roll ×100 

= 1,851+315/ 1,926 ×100= 112.46%  

Labour Turnover rate calculated by Mr. H is incorrect as it seems he has not taken the No. 

of new recruitment while calculating the labour turnover rate under Flux method. 
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CHAPTER 9: PROCESS AND OPERATING COSTING 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

PROBLEM ς 1 [NOV 22 ς 10 Marks] 

N Ltd. produces a product which passes through two processes ς Process ς I and Process-II. The 

company has provided following information related to the Financial Year 2021-22: 

 Process-I Process -II 

wŀǿ aŀǘŜǊƛŀƭ Ϫ  ср ǇŜǊ ǳƴƛǘ 6,500 units - 

Direct Wages  1,40,000  1,30,000 

Direct Expenses 30% of Direct Wages 35% of Direct 

Wages 

Manufacturing Overheads  21,500  24,500 

Realisable value of scrap per unit  4.00  16.00 

Normal Loss 250 units 500 units 

Units transferred to Process-II / finished stock 6,000 units 5,500 units 

Sales - 5,000 units 

There was no opening or closing stock of work-in progress. You are required to prepare: 

(i) Process-I Account 

(ii) Process -II Account 

(iii) Finished Stock Account 

 

PROBLEM ς 2 [MAY 22 ς 10 Marks] 

STG Limited is a manufacturer of Chemical 'GK', which is required for industrial use. The complete 

production operation requires two processes. The raw material first passes through Process I, where 

Chemical 'G' is produced. Following data is furnished for the month April 2022: 

Particulars (in kgs.) 

Opening work-in-progress quantity 

(Material 100% and conversion 50% complete) 

9,500 

Material input quantity 1,05,000 

Work Completed quantity 83,000 

Closing work-in-progress quantity 

(Material 100% and conversion 60% complete) 

16,500 

You are further provided that: 

Particulars όƛƴ ύ 

Opening work-in-progress cost   

Material cost 29,500 

Processing cost 14,750 
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Material input cost 3,34,500 

Processing cost 2,53,100 

Normal process loss may be estimated to be 10% of material input. It has no realizable value. Any loss 

over and above normal loss is considered to be 100% complete in material and processing. 

The Company transfers 60,000 kgs. of output (Chemical G) from Process I to Process II for producing 

Chemical 'GK'. Further materials are added in Process II which yield 1.20 kg. of Chemical 'GK' for every 

kg. of Chemical 'G' introduced. The chemicals transferred to Process II for further processing are then 

sold as Chemical 'DYϥ ŦƻǊ  мл ǇŜǊ ƪƎΦ !ƴȅ ǉǳŀƴǘƛǘȅ ƻŦ ƻǳǘǇǳǘ ŎƻƳǇƭŜǘŜŘ ƛƴ tǊƻŎŜǎǎ LΣ ŀǊŜ ǎƻƭŘ ŀǎ 

/ƘŜƳƛŎŀƭ ϥDϥ Ϫ  ф ǇŜǊ ƪƎΦ 

The monthly costs incurred in Process II (other than the cost of Chemical 'G') are: Input 60,000 kg. of 

Chemical 'G' 

Materials Cost  урΣллл 

Processing Costs  рлΣллл  

You are required: 

(i) Prepare Statement of Equivalent production and determine the cost per kg. of 

/ƘŜƳƛŎŀƭ ΨDϥ ƛƴ tǊƻŎŜǎǎ L ǳǎƛƴƎ ǘƘŜ ǿŜƛƎƘǘŜŘ ŀǾŜǊŀƎŜ Ŏƻǎǘ ƳŜǘƘƻŘΦ 

(ii) tǊŜǇŀǊŜ ŀ ǎǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ Ŏƻǎǘ ƻŦ /ƘŜƳƛŎŀƭ ϥDΩ ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ tǊƻŎŜǎǎ LLΣ cost of abnormal 

loss and cost of closing work-in progress. 

(iii) STG is considering the option to sell 60,000 kg. of Chemical 'G' of Process I without processing it 

further in Process-II. Will it be beneficial for the company over the current pattern of processing 

60,000 kg in process-II? 

(Note: You are not required to prepare Process Accounts) 

 

PROBLEM ς 3 [DEC 21  5 marks]  

A product passes through Process-I and Process-II. Particulars pertaining to the Process-I are: 

Materials issued to Process-I amounted to  улΣлллΣ ²ŀƎŜǎ  слΣллл ŀƴŘ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ƻǾŜǊƘŜŀŘǎ 

ǿŜǊŜ  рнΣрллΦ bƻǊƳŀƭ [ƻǎǎ ŀƴǘƛŎƛǇŀǘŜŘ ǿŀǎ р҈ ƻŦ ƛƴǇǳǘΣ фΣсрл ǳƴƛǘǎ ƻŦ ƻǳǘǇǳǘ ǿŜǊŜ ǇǊƻŘǳŎŜŘ ŀƴŘ 

transferred out from Process-I to Process-II. Input raw materials issued to Process-I were 10,000 units. 

ThŜǊŜ ǿŜǊŜ ƴƻ ƻǇŜƴƛƴƎ ǎǘƻŎƪǎΦ {ŎǊŀǇ Ƙŀǎ ǊŜŀƭƛȊŀōƭŜ ǾŀƭǳŜ ƻŦ  р ǇŜǊ ǳƴƛǘΦ ¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ǇǊŜǇŀǊŜΥ 

(i) Process-I Account 

(ii) Abnormal Gain/Loss Account 

 

PROBLEM ς 4 (JUL 21 ς 10 Marks) 

A Manufacturing unit manufactures a product 'XYZ' which passes through three distinct Processes - 

X, Y and Z. The following data is given: 

 tǊƻŎŜǎǎ · tǊƻŎŜǎǎ ¸ tǊƻŎŜǎǎ ½ 

aŀǘŜǊƛŀƭ ŎƻƴǎǳƳŜŘ όƛƴ ύ нΣслл нΣнрл нΣллл 
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5ƛǊŜŎǘ ǿŀƎŜǎ όƛƴ ύ пΣллл оΣрлл оΣллл 

¶ ¢ƘŜ ǘƻǘŀƭ tǊƻŘǳŎǘƛƻƴ hǾŜǊƘŜŀŘ ƻŦ  мрΣтрл ǿŀǎ ǊŜŎƻǾŜǊŜŘ Ϫ мрл҈ ƻŦ 5ƛǊŜŎǘ ǿŀƎŜǎΦ 

¶ мрΣллл ǳƴƛǘǎ ŀǘ  н ŜŀŎƘ ǿŜǊŜ ƛƴǘǊƻŘǳŎŜŘ ǘƻ tǊƻŎŜǎǎ ϥ·ϥΦ 

¶ The output of each process passes to the next process and finally, 12,000 units were transferred 

to Finished Stock Account from Process 'Z'. 

¶ No stock of materials or work in progress was left at the end. The following additional 

information is given: 

tǊƻŎŜǎǎ ҈ ƻŦ ǿŀǎǘŀƎŜ ǘƻ ƴƻǊƳŀƭ ƛƴǇǳǘ ±ŀƭǳŜ ƻŦ {ŎǊŀǇ ǇŜǊ ǳƴƛǘ ό ύ 

· с҈ мΦм 

 ̧ Κ н 

½ р҈ м 

You are required to: 

(i) Find out the percentage of wastage in process 'Y', given that the output of Process 'Y' is 

ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ tǊƻŎŜǎǎ ϥ½ϥ ŀǘ  п ǇŜǊ ǳƴƛǘΦ 

(ii) Prepare Process accounts for all the three processes X, Y and Z. 

 

PROBLEM ς 5 (JAN 21 ς 5 Marks) 

MNO Ltd has provided following details: 

¶ hǇŜƴƛƴƎ ǿƻǊƪ ƛƴ ǇǊƻƎǊŜǎǎ ƛǎ млΣллл ǳƴƛǘǎ ŀǘ  рлΣллл όaŀǘŜǊƛŀƭ млл҈Σ [ŀōƻǳǊ and overheads 70% 

complete). 

¶ LƴǇǳǘ ƻŦ ƳŀǘŜǊƛŀƭǎ ƛǎ ррΣллл ǳƴƛǘǎ ŀǘ  нΣнлΣлллΦ !Ƴƻǳƴǘ ǎǇŜƴǘ ƻƴ [ŀōƻǳǊ ŀƴŘ hǾŜǊƘŜŀŘǎ ƛǎ  

нсΣрлл ŀƴŘ  смΣрлл ǊŜǎǇŜŎǘƛǾŜƭȅΦ 

¶ 9,500 units were scrapped; degree of completion for material 100% and for labour & overheads 

60%. 

¶ Closing work in progress is 12,000 units; degree of completion for material 100% and for labour & 

overheads 90%. 

¶ Finished units transferred to next process are 43,500 units. 

Normal loss is 5% of total input including opening work in progress. Scrapped units ǿƻǳƭŘ ŦŜǘŎƘ  уΦрл 

per unit. 

You are required to prepare using FIFO method: 

(i) Statement of Equivalent production 

(ii) Abnormal Loss Account 

 

PROBLEM ς 6 (NOV 20 ς 10 Marks) 

Following details are related to the work done in Process-I by ABC Ltd. during the month of May 

2019: 
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  ό ύ 

hǇŜƴƛƴƎ ǿƻǊƪ ƛƴ ǇǊƻŎŜǎǎ όоΣллл ǳƴƛǘǎύ  

aŀǘŜǊƛŀƭǎ мΣулΣрлл 

[ŀōƻǳǊ онΣплл 

hǾŜǊƘŜŀŘǎ флΣллл 

aŀǘŜǊƛŀƭǎ ƛƴǘǊƻŘǳŎŜŘ ƛƴ tǊƻŎŜǎǎπL όпнΣллл ǳƴƛǘǎύ осΣлпΣллл 

[ŀōƻǳǊ пΣрлΣллл 

hǾŜǊƘŜŀŘǎ мрΣмуΣллл 

¦ƴƛǘǎ {ŎǊŀǇǇŜŘ пΣулл ǳƴƛǘǎ 

5ŜƎǊŜŜ ƻŦ ŎƻƳǇƭŜǝƻƴ  

aŀǘŜǊƛŀƭǎ млл҈ 

[ŀōƻǳǊ ϧ ƻǾŜǊƘŜŀŘ тл҈ 

/ƭƻǎƛƴƎ ²ƻǊƪπƛƴπǇǊƻŎŜǎǎ пΣнлл ǳƴƛǘǎ 

5ŜƎǊŜŜ ƻŦ ŎƻƳǇƭŜǝƻƴ  

aŀǘŜǊƛŀƭǎ млл҈ 

[ŀōƻǳǊ ϧ ƻǾŜǊƘŜŀŘ рл҈ 

Units finished and transferred to Process-II: 36,000 units Normal loss: 

4% of total input including opening work-in process  

{ŎǊŀǇǇŜŘ ǳƴƛǘǎ ŦŜǘŎƘ  снΦрл ǇŜǊ ǇƛŜŎŜΦ 

Prepare: 

(i) Statement of equivalent production. 

(ii) Statement of cost per equivalent unit. 

(iii) Process-I A/c 

(iv) Normal Loss Account and 

(v) Abnormal Loss Account 

 

PROBLEM ς 7  (NOV 19 ς 10 Marks) 

A product passes through two distinct processes before completion. Following information are 

available in this respect: 

 Process-1 Process-2 

Raw materials used 10,000 units - 

Raw material cost (per unit)  75 - 

Transfer to next process/Finished good 9,000 units 8,200 units  

Normal loss (on inputs) 10% 5% 

Direct wages  3,00,000  5,60,000  

Direct expenses 50% of direct wages 65% of direct wages  
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Manufacturing overheads 25% of direct wages 15% of direct wages  

Realisable value of scrap (per unit)  13.50  145 

 

8,000 units of finished goods were sold at a profit of 15% on cost. There was no opening and closing 

stock of work-in-progress. 

Prepare: 

(i) Process-1 and Process-2 Account 

(ii) Finished goods Account 

(iii) Normal Loss Account 

(iv) Abnormal Loss Account 

(v) Abnormal Gain Account. 

 

PROBLEM ς 8  (MAY 19 ς 10 Marks) 

KT Ltd. produces a product EMM which passes through two processes before it is completed and 

transferred to finished stock. The following data relate to May 2019: 

tŀǊǝŎǳƭŀǊǎ 

tǊƻŎŜǎǎ CƛƴƛǎƘŜŘ ǎǘƻŎƪ 

! .  

ό ύ ό ύ ό ύ 

hǇŜƴƛƴƎ {ǘƻŎƪ рΣллл рΣрлл млΣллл 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭǎ фΣллл фΣрлл   

5ƛǊŜŎǘ ²ŀƎŜǎ рΣллл сΣллл   

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘǎ пΣслл нΣлол   

/ƭƻǎƛƴƎ {ǘƻŎƪ нΣллл нΣпфл рΣллл 

LƴǘŜǊπǇǊƻŎŜǎǎ ǇǊƻŬǘ ƛƴŎƭǳŘŜŘ ƛƴ ƻǇŜƴƛƴƎ ǎǘƻŎƪ   мΣллл пΣллл 

Output of Process A is transferred to Process B at 25% profit on the transfer price and output of 

Process B is transferred to finished stock at 20% profit on the transfer price.  Stock in process is 

valued at prime cost.  Finished stock is valued at the price at which it is received from Process B. 

{ŀƭŜǎ ŘǳǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘ ŀǊŜ  трΣлллΦ 

Prepare the Process cost accounts and finished stock account showing the profit element at each 

stage. 

 

PROBLEM ς 9 (NOV 18 ς 5 Marks) 

Following details have been provided by M/s AR Enterprises: 

(i) Opening works-in-progress   - 3000 units (70% complete) 

(ii) Units introduced during the year   - 17000 units 

(iii) Cost of the process (for the period)  -  ооΣмнΣтнл 

(iv) Transferred to next process   - 15000 units 
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(v) Closing works-in-progress    - 2200 units (80% complete) 

(vi) Normal loss is estimated at 12% of total input (including units in process in the beginning). 

{ŎǊŀǇǎ ǊŜŀƭƛǎŜ  рл ǇŜǊ ǳƴƛǘΦ {ŎǊŀǇǎ ŀǊŜ млл҈ ŎƻƳǇƭŜǘŜΦ 

Using FIFO method, compute: 

(i) Equivalent production 

(ii) Cost per equivalent unit 

 

PROBLEM ς 10  (MAY 18 ς 10 Marks) 

Alpha Ltd. is engaged in the production of a product A which passes through 3 different process - 

Process P, Process Q and Process R. The following data relating to cost and output is obtained from 

the books of accounts for the month of April 2017: 

tŀǊǝŎǳƭŀǊǎ tǊƻŎŜǎǎ t tǊƻŎŜǎǎ v tǊƻŎŜǎǎ w 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ оуΣллл пнΣрлл пнΣуул 

5ƛǊŜŎǘ [ŀōƻǳǊ олΣллл плΣллл рлΣллл 

tǊƻŘǳŎǘƛƻƴ ƻǾŜǊƘŜŀŘǎ ƻŦ  флΣллл ǿŜǊŜ ǊŜŎƻǾŜǊŜŘ ŀǎ ǇŜǊŎŜƴǘŀƎŜ ƻŦ ŘƛǊŜŎǘ ƭŀōƻǳǊΦ 

млΣллл ƪƎ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ Ϫ  р ǇŜǊ ƪƎΦ ǿŀǎ ƛǎǎǳŜŘ ǘƻ tǊƻŎŜǎǎ tΦ ¢ƘŜǊŜ ǿŀǎ ƴƻ ǎǘƻŎƪ ƻŦ ƳŀǘŜǊƛŀƭǎ ƻǊ 

work in process. The entire output of each process passes directly to the next process and finally to 

ǿŀǊŜƘƻǳǎŜΦ ¢ƘŜǊŜ ƛǎ ƴƻǊƳŀƭ ǿŀǎǘŀƎŜΣ ƛƴ ǇǊƻŎŜǎǎƛƴƎΣ ƻŦ мл ҈Φ ¢ƘŜ ǎŎǊŀǇ ǾŀƭǳŜ ƻŦ ǿŀǎǘŀƎŜ ƛǎ  м ǇŜǊ ƪƎΦ 

The output of each process transferred to next process and finally to warehouse are as under: 

Process P = 9,000 kg  

Process Q = 8,200 kg  

Process R = 7,300 kg 

The company fixes selling price of the end product in such a way so as to yield a profit of 25% selling 

price. 

Prepare Process P, Q and R accounts. Also calculate selling price per unit of end product. 
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twh.[9a ς мм ώ bh± ннϐ 

SM Pvt. Ltd. manufactures their products in three consecutive processes. The details are as below: 

  Process A      Process B         Process C  

                    Transferred to next Process    60%    50% 

Transferred to warehouse for sale      40%    50%    100% 

In each process, there is a weight loss of 2% and scrap of 8% of input of each process. The realizable 

value of scrap of each process is as below: 

tǊƻŎŜǎǎ ! Ϫ  н ǇŜǊ ǘƻƴ  

tǊƻŎŜǎǎ . Ϫ  п ǇŜǊ ǘƻƴ  

tǊƻŎŜǎǎ / Ϫ  с per ton. 

The following particulars relate to April, 2022: 

 Process A Process B Process C 

Materials used (in Tons) 1,000 260 140 

Rate per ton  20  15  10 

Direct Wages  4,000  3,000  2,000 

Direct Expenses  3,160  2,356  1,340 

PREPARE Process Accounts- A, B and C & calculate cost per ton at each process 

 

twh.[9a ς мн ώ a!¸ нн ϧ a!¸ нм ϧ bh± но ϐ 

A company produces a component, which passes through two processes. During the month of 

December, 2021, materials for 40,000 components were put into Process-I of which 30,000 were 

completed and transferred to Process-II. Those not transferred to Process- II were 100% complete as 

to materials cost and 50% complete as to labour and overheads cost. The Process- I costs incurred 

were as follows: 

Direct Materials  6,00,000 

Direct Wages  7,00,000 

Factory Overheads  4,90,000 

Of those transferred to Process II, 28,000 units were completed and transferred to finished goods 

stores. There was a normal loss with no salvage value of 200 units in Process II. There were 1,800 

units, remained unfinished in the process with 100% complete as to materials and 25% complete as 

regard to wages and overheads. 

Costs incurred in Process-II are as follows: 

Packing Materials  1,60,000 

Direct Wages  1,42,250 

Factory Overheads  1,70,700 

Packing material cost is incurred at the end of the second process as protective packing to the 
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completed units of production. 

Required: 

(i) PREPARE Statement of Equivalent Production, Cost per unit and Process I A/c. 

(ii) PREPARE statement of Equivalent Production, Cost per unit and Process II A/c. 

 

PROBLEM ς 13 (NOV 21 & MAY 23) 

Following information is available regarding Process-I of a manufacturing company for the month of 

February: 

tǊƻŘǳŎǝƻƴ wŜŎƻǊŘΥ   

¦ƴƛǘǎ ƛƴ ǇǊƻŎŜǎǎ ŀǎ ƻƴ мǎǘ CŜōǊǳŀǊȅ уΣллл 

ό!ƭƭ ƳŀǘŜǊƛŀƭǎ ǳǎŜŘΣ мκпǘƘ ŎƻƳǇƭŜǘŜ ŦƻǊ ƭŀōƻǳǊ ŀƴŘ ƻǾŜǊƘŜŀŘύ 

bŜǿ ǳƴƛǘǎ ƛƴǘǊƻŘǳŎŜŘ онΣллл 

¦ƴƛǘǎ ŎƻƳǇƭŜǘŜŘ нуΣллл 

¦ƴƛǘǎ ƛƴ ǇǊƻŎŜǎǎ ŀǎ ƻƴ нуǘƘ CŜōǊǳŀǊȅ ό!ƭƭ ƳŀǘŜǊƛŀƭǎ ǳǎŜŘΣ мκоǊŘ ŎƻƳǇƭŜǘŜ ŦƻǊ ƭŀōƻǳǊ 

ŀƴŘ ƻǾŜǊƘŜŀŘύ 
мнΣллл 

/ƻǎǘ wŜŎƻǊŘǎΥ ό ύ 

²ƻǊƪπƛƴπǇǊƻŎŜǎǎ ŀǎ ƻƴ мǎǘ CŜōǊǳŀǊȅ   

aŀǘŜǊƛŀƭǎ мΣнлΣллл 

[ŀōƻǳǊ нлΣллл 

hǾŜǊƘŜŀŘ нлΣллл 

  мΣслΣллл 

/ƻǎǘ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘΥ   

aŀǘŜǊƛŀƭǎ рΣмнΣллл 

[ŀōƻǳǊ оΣллΣллл 

hǾŜǊƘŜŀŘ оΣллΣллл 

  ммΣмнΣллл 

Presuming that average method of inventory is used, PREPARE the following: 

(i) Statement of equivalent production. 

(ii) Statement showing cost for each element. 

(iii) Statement of apportionment of cost. 

(iv) Process cost account for Process-I. 

 

PROBLEM ς 14 (NOV 20) 

M Ltd. produces a product-X, which passes through three processes, I, II and III. In Process-III a by-

ǇǊƻŘǳŎǘ ŀǊƛǎŜǎΣ ǿƘƛŎƘ ŀŦǘŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ŀǘ ŀ Ŏƻǎǘ ƻŦ ур ǇŜǊ ǳƴƛǘΣ ǇǊƻŘǳŎǘ ½ ƛǎ ǇǊƻŘǳŎŜŘΦ ¢ƘŜ 

information related for the month of August 2020 is as follows: 
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  tǊƻŎŜǎǎπL tǊƻŎŜǎǎπLL tǊƻŎŜǎǎπLLL 

bƻǊƳŀƭ ƭƻǎǎ р҈ мл҈ р҈ 

aŀǘŜǊƛŀƭǎ ƛƴǘǊƻŘǳŎŜŘ όтΣллл ǳƴƛǘǎύ мΣплΣллл π π 

hǘƘŜǊ ƳŀǘŜǊƛŀƭǎ ŀŘŘŜŘ снΣллл мΣосΣллл упΣнлл 

5ƛǊŜŎǘ ǿŀƎŜǎ пнΣллл рпΣллл пуΣллл 

5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎ мпΣллл мсΣллл мпΣллл 

tǊƻŘǳŎǘƛƻƴ ƻǾŜǊƘŜŀŘ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƛǎ нΣууΣлллΣ ǿƘƛŎƘ ƛǎ ŀōǎƻǊōŜŘ ŀǎ ŀ ǇŜǊŎŜƴǘŀƎe of direct wages. 

¢ƘŜ ǎŎǊŀǇŜǎ ŀǊŜ ǎƻƭŘ ŀǘ мл ǇŜǊ ǳƴƛǘ 

Product-½ Ŏŀƴ ōŜ ǎƻƭŘ ŀǘ мор ǇŜǊ ǳƴƛǘ ǿƛǘƘ ŀ ǎŜƭƭƛƴƎ Ŏƻǎǘ ƻŦ мр ǇŜǊ ǳƴƛǘ bƻΦ ƻŦ ǳƴƛǘǎ ǇǊƻŘǳŎŜŘΥ 

Process-I- 6,600; Process-II- 5,200, Process-III- 4,800 and Product-Z- 600  

There is not stock at the beginning and end of the month. 

You are required to PREPARE accounts for: 

(i) Process-I, II and III 

(ii) By-product process. 

 

PROBLEM ς 15 (MAY 20, PM) 

Star Ltd. manufactures chemical solutions for the food processing industry. The manufacturing takes 

place in a number of processes and the company uses FIFO method to value work-in-process and 

finished goods. At the end of the last month, a fire occurred in the factory and destroyed some of 

papers containing records of the process operations for the month. 

Star Ltd. needs your help to prepare the process accounts for the month during which the fire 

ƻŎŎǳǊǊŜŘΦ ¸ƻǳ ƘŀǾŜ ōŜŜƴ ŀōƭŜ ǘƻ ƎŀǘƘŜǊ ǎƻƳŜ ƛƴŦƻǊƳŀǘƛƻƴ ŀōƻǳǘ ǘƘŜ ƳƻƴǘƘΩǎ ƻǇŜǊŀǘƛƴƎ ŀŎǘƛǾƛǘƛŜǎ ōǳǘ 

some of the information could not be retrieved due to the damage. The following information was 

salvaged: 

¶ Opening work-in-process at the beginning of the month was 1,600 litres, 70% complete for labour 

and 60% complete for overheads. Opening work-in-ǇǊƻŎŜǎǎ ǿŀǎ ǾŀƭǳŜŘ ŀǘ  мΣлсΣрслΦ 

¶ Closing work-in-process at the end of the month was 320 litres, 30% complete for labour and 20% 

complete for overheads. 

¶ Normal loss is 10% of input and total losses during the month were 1,200 litres partly due to the 

fire damage. 

¶ Output sent to finished goods warehouse was 8,400 litres. 

¶ [ƻǎǎŜǎ ƘŀǾŜ ŀ ǎŎǊŀǇ ǾŀƭǳŜ ƻŦ мр ǇŜǊ ƭƛǘǊŜΦ 

¶ All raw materials are added at the commencement of the process. 

¶ ¢ƘŜ Ŏƻǎǘ ǇŜǊ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘ όƭƛǘǊŜύ ƛǎ ту ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƳŀŘŜ ǳǇ ŀǎ ŦƻƭƭƻǿǎΥ 

  ό ύ 

wŀǿ aŀǘŜǊƛŀƭ пс 
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Required: 

i. CALCULATE the quantity (in litres) of raw material inputs during the month. 

ii. CALCULATE the quantity (in litres) of normal loss expected from the process and the quantity (in 

litres) of abnormal loss / gain experienced in the month.  

iii. CALCULATE the values of raw material, labour and overheads added to the process during the 

month. 

iv. PREPARE the process account for the month. 

 

PROBLEM ς 16 (NOV 19) 

A product is manufactured in two sequential processes, namely Process-1 and Process-2. The 

following information relates to Process-1. At the beginning of June 2019, there were 1,000 WIP goods 

όсл҈ ŎƻƳǇƭŜǘŜŘ ƛƴ ǘŜǊƳǎ ƻŦ ŎƻƴǾŜǊǎƛƻƴ Ŏƻǎǘύ ƛƴ ǘƘŜ ƛƴǾŜƴǘƻǊȅΣ ǿƘƛŎƘ ŀǊŜ ǾŀƭǳŜŘ ŀǘ нΣусΣлнл όaŀǘŜǊƛŀƭ 

ŎƻǎǘΥ нΣррΣллл ŀƴŘ /ƻƴǾŜǊǎƛƻƴ ŎƻǎǘΥ омΣлнлύΦ hǘƘŜǊ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜƭŀǘƛƴƎ ǘƻ tǊƻŎŜǎǎ-1 for the month 

of June 2019 is as follows; 

   

/ƻǎǘ ƻŦ ƳŀǘŜǊƛŀƭǎ ƛƴǘǊƻŘǳŎŜŘπ плΣллл ǳƴƛǘǎ ό ύ фсΣулΣллл 

/ƻƴǾŜǊǎƛƻƴ Ŏƻǎǘ ŀŘŘŜŘ ό ύ муΣпнΣллл 

¢ǊŀƴǎŦŜǊǊŜŘ ǘƻ tǊƻŎŜǎǎπн ό¦ƴƛǘǎύ орΣллл 

/ƭƻǎƛƴƎ ²Lt ό¦ƴƛǘǎύ όсл҈ ŎƻƳǇƭŜǘŜŘ ƛƴ ǘŜǊƳǎ ƻŦ ŎƻƴǾŜǊǎƛƻƴ Ŏƻǎǘύ мΣрлл 

100% of materials are introduced to Process-1 at the beginning. Normal loss is estimated at 10% of 

input materials (excluding opening WIP). 

Required: 

(i) PREPARE a statement of equivalent units using the weighted average cost method and thereby 

calculate the following: 

(ii) CALCULATE the value of output transferred to Process-2 and closing WIP. 

 

PROBLEM ς 17 (MAY 19) 

Following information is available regarding process A for the month of February, 20X9: Production 

Record: 

Units in process as on 01.02.20X9 4,000  

(All materials used, 25% complete for labour and overhead) 

bŜǿ ǳƴƛǘǎ ƛƴǘǊƻŘǳŎŜŘ мсΣллл 

¦ƴƛǘǎ ŎƻƳǇƭŜǘŜŘ мпΣллл 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
н
л
р 

¦ƴƛǘǎ ƛƴ ǇǊƻŎŜǎǎ ŀǎ ƻƴ нуΦлнΦнл·ф сΣллл 

ό!ƭƭ ƳŀǘŜǊƛŀƭǎ ǳǎŜŘΣ ооπмκо҈ ŎƻƳǇƭŜǘŜ ŦƻǊ ƭŀōƻǳǊ ŀƴŘ ƻǾŜǊƘŜŀŘύ  

/ƻǎǘ wŜŎƻǊŘǎΥ  

²ƻǊƪπƛƴπǇǊƻŎŜǎǎ ŀǎ ƻƴ лмΦлнΦнл·ф ό ύ 

aŀǘŜǊƛŀƭǎ сΣллΣллл 

[ŀōƻǳǊ мΣллΣллл 

hǾŜǊƘŜŀŘ мΣллΣллл 

  уΣллΣллл 

/ƻǎǘ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ  

aŀǘŜǊƛŀƭǎ нрΣслΣллл 

[ŀōƻǳǊ мрΣллΣллл 

hǾŜǊƘŜŀŘ мрΣллΣллл 

  ррΣслΣллл 

Presuming that average method of inventory is used, PREPARE:  

(i) Statement of Equivalent Production.  

(ii) Statement showing Cost for each element.  

(iii) Statement of Apportionment of cost.  

(iv) Process Cost Account for Process A.  
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Process-I A/c 

Particulars Units ό ύ Particulars Units ό ύ 

¢ƻ wŀǿ ƳŀǘŜǊƛŀƭ ǳǎŜŘ ό  ср Ҏ 

6,500 units) 

6,500 4,22,500 By Normal loss (250 

ǳƴƛǘǎ Ҏ  пύ 

250 1,000 

To Direct wages -- 1,40,000 By Process- II A/c 

ό  млл Ҏ сΣллл ǳƴƛǘǎύ 

6,000 6,00,000 

To Direct expenses (30% of 

1,40,000) 

-- 42,000 .ȅ !ōƴƻǊƳŀƭ ƭƻǎǎ ό  

100 × 250 units) 

250 25,000 

To Manufacturing overhead  21,500    

 6,500 6,26,000  6,500 6,26,000 

Cost per unit of completed units and abnormal loss:  

Total Cost - Realisable value from normal loss ÷ Inputs ς Normal Loss         

  сΣнсΣллл -  мΣллл  ҏ  сΣрллǳƴƛǘǎ - нрл ǳƴƛǘǎ Ґ  сΣнрΣллл ҏ сΣнрл ǳƴƛǘǎ Ґ  млл ҏ  

Process- II A/c 

Particulars Units ό ύ Particulars Units ό ύ 

To Process - I A/c 6,000 6,00,000 By Normal loss (500 

ǳƴƛǘǎ Ҏ мсύ 

500 8,000 

To Direct wages -- 1,30,000 By Finished Stock A/c 

ό мпп Ҏ рΣрлл ǳƴƛǘǎύ 

5,500 7,92,000 

¢ƻ 5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎ όор҈ ƻŦ  

1,30,000) 

-- 45,500    

To Manufacturing overhead -- 24,500    

6,000 8,00,000 6,000 8,00,000 

Total Cost - Realisable value from normal loss ÷ Inputs ς Normal Loss     

800000 ς 8000  ÷ 6000 units ς 500 units = 792000 ÷ 5500 units = 144  

Finished Goods Stock A/c 

Particulars Units ό ύ Particulars Units ό ύ 

To Process II A/c 5,500 7,92,000 By Cost of Sales 

ό мпп Ҏ рΣллл ǳƴƛǘǎύ 

5,000 7,20,000 

  By Balance c/d 500 72,000 

  5,500 7,92,000  5,500 7,92,000 
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2.  

(i) Statement of Equivalent Production  

Particulars Input 

quantity 

Particulars Total Material Processing 

Cost 

% Units % Units 

Opening WIP 9,500 Units 

completed 

83,000 100% 83,000 100% 83,000 

Material 

Input 

1,05,000 Normal loss 

(10% of 

1,05,000) 

10,500 - - - - 

  Abnormal loss 

(Bal. fig.) 

4,500 100% 4,500 100% 4,500 

  Closing WIP 16,500 100% 16,500 60% 9,900 

 1,14,500  1,14,500  1,04,000  97,400 

Statement of Cost for each element 

Particulars Material Processing Total cost 

ό ύ ό ύ ό ύ 

Cost of opening WIP 29,500 14,750 44,250 

Cost incurred during the month 3,34,500 2,53,100 5,87,600 

Total cost (A) 3,64,000 2,67,850 6,31,850 

Equivalent production (B) 1,04,000 97,400  

/ƻǎǘ ǇŜǊ ƪƎ ƻŦ /ƘŜƳƛŎŀƭ ΨDΩ ό!κ.ύ 3.5 2.75 6.25 

Alternative Presentation 

Statement showing cost per kg of each statement 

 ό ύ ό ύ 

Material 29,500 + 3,34,500/ 1,04,000 3.5 

Processing cost 14,750 + 2,53,100 / 97,400 2.75 

Total Cost per kg  6.25 

(ii) {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ Ŏƻǎǘ ƻŦ /ƘŜƳƛŎŀƭ ΨDΩ ǘǊŀƴǎŦŜǊǊed to Process II, cost of abnormal loss and cost 

of closing work-in- progress 

 ό ύ 

Units transferred (60,000 × 6.25) 3,75,000 

Abnormal loss (4,500 × 6.25) 28,125 

Closing work in progress:  

Material (16,500 × 3.5) 57,750 

Processing cost (9,900 × 2.75) 27,225 
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 84,975 

(iii) Calculation of Incremental Profit / Loss after further processing 

Particulars ό ύ ό ύ 

{ŀƭŜǎ ƛŦ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎŜŘ ό!ύ όслΣллл Ȅ мΦнл Ȅ  млύ 7,20,000  

Calculation of cost in Process II   

Chemical transferred from Process I 3,75,000  

Add: Material cost 85,000  

Add: Process cost  50,000  

Total cost of finished stock (B) 5,10,000  

Profit, if further processed (C = A ς B)  2,10,000 

If sold without further processing then,   

{ŀƭŜǎ όслΣллл Ȅ  фύ 5,40,000  

Less: Cost of input without further processing 3,75,000  

Profit without further processing (D)  1,65,000 

Incremental Profit after further processing (C ς D)  45,000 

Additional net profit on further processing in Process II is 45,000. 

Therefore, it is advisable to process further chemƛŎŀƭ ΨDΩΦ 

Alternative Presentation 

Calculation of Incremental Profit / Loss after further processing 

 ό ύ 

LŦ слΣллл ǳƴƛǘǎ ŀǊŜ ǎƻƭŘ Ϫ  ф 5,40,000 

LŦ слΣллл ǳƴƛǘǎ ŀǊŜ ǇǊƻŎŜǎǎŜŘ ƛƴ ǇǊƻŎŜǎǎ LL όслΣллл Ҏ мΦн Ҏ  млύ 7,20,000 

Incremental Revenue (A) 1,80,000 

Incremental Cost: (B)  

Material Cost 85,000 

Processing Cost 50,000 

 1,35,000 

Incremental Profit (A-B) 45,000 

Additional net profit on further processing in Process II is 45,000. Therefore, it is advisable to 

ǇǊƻŎŜǎǎ ŦǳǊǘƘŜǊ ŎƘŜƳƛŎŀƭ ΨDΩΦ 

 

3. 

Process - I Account 

Particulars Units ό ύ Particulars Units ό ύ 

To Materials 10,000 80,000 By Normal loss 

(5%of 10,000) 

500 2,500 
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To Wages - 60,000 By Process-II A/c 

ό нлϝҎфΣсрлǳƴƛǘǎύ 

9,650 1,93,000 

To Manufacturing OH  52,500    

To Abnormal Gain A/c 

ό нлϝҎмрлǳƴƛǘǎύ 

150 3,000    

 10,150 1,95,500  10,150 1,95,500 

(80000 + 60000 + 52500 ) ς 2500 ÷ 10000 ς 500 = 20 

Abnormal Gain - Account 

Particulars Units ό ύ Particulars Units ό ύ 

To Normal loss A/c 150 750 By Process-I A/c 150 3,000 

To Costing P&L A/c - 2,250    

 150 3,000  150 3,000 

 

4. 

Process-X Account 

5ǊΦ     /ǊΦ 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ aŀǘŜǊƛŀƭ ƛƴǘǊƻŘǳŎŜŘ мрΣллл олΣллл 
.ȅ bƻǊƳŀƭ [ƻǎǎ !κŎ ώόс҈ ƻŦ 

мрΣллл ǳƴƛǘǎύ Ȅ  мΦмϐ 
флл ффл 

¢ƻ !ŘŘƛǝƻƴŀƭ ƳŀǘŜǊƛŀƭ ππ нΣслл 
.ȅ tǊƻŎŜǎǎπ̧ !κŎ ό  нΦфрмϝ Ҏ 

мпΣмлл ǳƴƛǘǎύ 
мпΣмлл пмΣсмл 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ ππ пΣллл       

¢ƻ tǊƻŘǳŎǝƻƴ hI ππ сΣллл       

  мрΣллл пнΣслл   мрΣллл пнΣслл 

*Cost per unit of completed units 

= Total Cost - Realisable value from normal loss/ Inputs units - Normal loss units 

Ґ  пнΣслл -  ффлκ мрΣллл ǳƴƛǘǎ - флл ǳƴƛǘǎ Ґ  нΦфрм 

5ǊΦ                   tǊƻŎŜǎǎπ̧ !ŎŎƻǳƴǘ /ǊΦ 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ tǊƻŎŜǎǎπ· !κŎ мпΣмлл пмΣсмл 
.ȅ bƻǊƳŀƭ [ƻǎǎ !κŎ ώόІмоΦпп҈ ƻŦ 

мпΣмлл ǳƴƛǘǎύ Ȅ  нϐ 
мΣуфр оΣтфл 

¢ƻ !ŘŘƛǝƻƴŀƭ 

ƳŀǘŜǊƛŀƭ 
ππ нΣнрл .ȅ tǊƻŎŜǎǎπ½ !κŎ ό  п Ҏ мнΣнлр ǳƴƛǘǎύ мнΣнлр пуΣунл 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ ππ оΣрлл       

¢ƻ tǊƻŘǳŎǝƻƴ hI ππ рΣнрл       

  мпΣмлл рнΣсмл   мпΣмлл рнΣсмл 
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І/ŀƭŎǳƭŀǘƛƻƴ ŦƻǊ ҈ ƻŦ ǿŀǎǘŀƎŜ ƛƴ ǇǊƻŎŜǎǎ Ψ¸ΩΥ 

[ŜǘΩǎ ŎƻƴǎƛŘŜǊ ƴǳƳōŜǊ ƻŦ ǳƴƛǘǎ ƭƻǎǘ ǳƴŘŜǊ ǇǊƻŎŜǎǎ Ψ¸Ω Ґ ! 

Now, Total Cost - Realisable value from normal loss/ Inputs units - Normal loss units = 4 

 52,610 -  н!κмпΣмлл ǳƴƛǘǎ - ! Ґ  п 

 52,610 -  н! Ґ  рсΣплл -  п!  

н! Ґ  оΣтфл ҐҔ ! Ґ мΣуфр ǳƴƛǘǎ  

% Of wastage = 1,895 units/ 14,100 units = 13.44% 

5ǊΦ                 tǊƻŎŜǎǎπ½ !ŎŎƻǳƴǘ                                                                 /ǊΦ 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ tǊƻŎŜǎǎπ̧ !κŎ мнΣнлр пуΣунл 
.ȅ bƻǊƳŀƭ [ƻǎǎ !κŎ ώόр҈ ƻŦ мнΣнлр 

ǳƴƛǘǎύ Ȅ  мϐ 
смл смл 

¢ƻ !ŘŘƛǝƻƴŀƭ 

ƳŀǘŜǊƛŀƭ 
ππ нΣллл 

.ȅ CƛƴƛǎƘŜŘ {ǘƻŎƪ !κŎ ό  пΦфттмϷ Ҏ 

мнΣллл ǳƴƛǘǎύ 
мнΣллл рфΣтнс 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ ππ оΣллл       

¢ƻ tǊƻŘǳŎǝƻƴ hI ππ пΣрлл       

¢ƻ !ōƴƻǊƳŀƭ Ǝŀƛƴ 

плр нΣлмс 

      

ό  пΦфттмϷ Ҏ плр 

ǳƴƛǘǎύ   
    

  мнΣсмл слΣоос   мнΣсмл слΣоос 

$Cost per unit of completed units 

= Total Cost - Realisable value from normal loss/ Inputs units - Normal loss units  

Ґ  руΣонл -  смлκмнΣнлр ǳƴƛǘǎ - смл ǳƴƛǘǎ Ґ  пΦфттм 

Alternative Solution 

5ǊΦ                   tǊƻŎŜǎǎπ· !ŎŎƻǳƴǘ                                                                 /ǊΦ 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ aŀǘŜǊƛŀƭ ƛƴǘǊƻŘǳŎŜŘ мрΣллл олΣллл 
.ȅ bƻǊƳŀƭ [ƻǎǎ !κŎ  

ώόс҈ ƻŦ мрΣллл ǳƴƛǘǎύ Ȅ  мΦмϐ 
флл ффл 

¢ƻ !ŘŘƛǝƻƴŀƭ ƳŀǘŜǊƛŀƭ ππ нΣслл 
.ȅ tǊƻŎŜǎǎπ̧ !κŎ  

ό  нΦфрмϝ Ҏ мпΣмлл ǳƴƛǘǎύ 
мпΣмлл пмΣсмл 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ ππ пΣллл       

¢ƻ tǊƻŘǳŎǝƻƴ hI ππ сΣллл       

  мрΣллл пнΣслл   мрΣллл пнΣслл 

*Cost per unit of completed units 

= Total Cost - Realisable value from normal loss/ Inputs units - Normal loss units 

Ґ  пнΣслл -  ффлκ мрΣллл ǳƴƛǘǎ - флл ǳƴƛǘǎ Ґ  нΦфрм 
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5ǊΦ                  tǊƻŎŜǎǎπ̧ !ŎŎƻǳƴǘ /ǊΦ 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ tǊƻŎŜǎǎπ· !κŎ 
мпΣмл

л 

пмΣсм

л 

.ȅ bƻǊƳŀƭ [ƻǎǎ !κŎ ώόІмоΦпп҈ ƻŦ 

мпΣмлл ǳƴƛǘǎύ Ȅ  нϐ 
мΣуфр оΣтфл 

¢ƻ !ŘŘƛǝƻƴŀƭ 

ƳŀǘŜǊƛŀƭ 
ππ нΣнрл .ȅ tǊƻŎŜǎǎπ½ !κŎ ό  п Ҏ мнΣсом ǳƴƛǘǎύ мнΣсом рлΣрнп 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ ππ оΣрлл       

¢ƻ tǊƻŘǳŎǝƻƴ hI ππ рΣнрл       

¢ƻ !ōƴƻǊƳŀƭ Ǝŀƛƴ 
пнс мΣтлп 

      

ό  п Ҏ пнс ǳƴƛǘǎύ       

  
мпΣрн

с 

рпΣом

п 
  мпΣрнс рпΣомп 

Working Notes: 

1. Units Transferred from Process Z Account to Finished Stock = 12,000 Units i.e 95% of Inputs. 

So, Input of Z or Output of Y is 12,000 x 100/95 = 12,631 Units and Normal Loss (5%) is 631 units. 

2. [ŜǘΩǎ ŎƻƴǎƛŘŜǊ ƴǳƳōŜǊ ƻŦ ǳƴƛǘǎ ƭƻǎǘ ǳƴŘŜǊ ǇǊƻŎŜǎǎ Ψ¸Ω ŀǎΥ 

For Normal loss  = A 

For Abnormal loss  = B 

Now, A + B = 1,469 [i.e., 14,100 ς 12,631]   ΧόLύ 

ό! Ȅ  н ǇŜǊ ǳƴƛǘύ Ҍ ό. Ȅ  п ǇŜǊ ǳƴƛǘύ Ґ ώ рнΣсмл ς 50,524] 

2A + 4B = 2,086       ΧόLLύ 

Now, putting the values of (I) in (II),  

we get, 2(1,469 ς B) + 4B = 2,086 

2938 ς 2B + 4B = 2,086 

2B = - 852 => B = - 426 units 

Since, the figure of B is in negative, it is an abnormal gain of 426 units. Further,  

A (i.e., normal loss) = 1,469 + 426 = 1,895 units 

3.  % Of wastage in Process Y Account = 1,895 units/14,100 units = 13.44% 

5ǊΦ                tǊƻŎŜǎǎπ½  !ŎŎƻǳƴǘ                                                                 /ǊΦ 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ tǊƻŎŜǎǎπ̧ !κŎ мнΣсом рлΣрнп 
.ȅ bƻǊƳŀƭ [ƻǎǎ !κŎ  

ώόр҈ ƻŦ мнΣсом ǳƴƛǘǎύ Ȅ  мϐ 
сом сом 

¢ƻ !ŘŘƛǝƻƴŀƭ ƳŀǘŜǊƛŀƭ ππ нΣллл 
.ȅ CƛƴƛǎƘŜŘ {ǘƻŎƪ !κŎ  

ό  пΦфпфпϷ  Ҏ мнΣллл ǳƴƛǘǎύ 
мнΣллл рфΣофо 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ ππ оΣллл       

¢ƻ tǊƻŘǳŎǝƻƴ hI ππ пΣрлл       
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  мнΣсом слΣлнп   мнΣсом слΣлнп 

$Cost per unit of completed units 

= Total Cost - Realisable value from normal loss/ Inputs units - Normal loss units  

Ґ  слΣлнп -  сомκмнΣсом ǳƴƛǘǎ - сом ǳƴƛǘǎ Ґ  пΦфпфп 

 

5. 

i. Statement of Equivalent Production (Using FIFO method) 

tŀǊǝŎǳƭŀǊǎ 
LƴǇǳǘ 

¦ƴƛǘǎ 
tŀǊǝŎǳƭŀǊǎ 

hǳǘǇǳǘ 

¦ƴƛǘǎ 

9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

aŀǘŜǊƛŀƭ [ŀōƻǳǊ ϧ hΦIΦ 

҈ ¦ƴƛǘǎ ҈ ¦ƴƛǘǎ 

hǇŜƴƛƴƎ 

²Lt 
млΣллл 

/ƻƳǇƭŜǘŜŘ ŀƴŘ ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ 

tǊƻŎŜǎǎπLL 
          

π CǊƻƳ ƻǇŜƴƛƴƎ ²Lt 

π CǊƻƳ ŦǊŜǎƘ ƛƴǇǳǘǎ 

¦ƴƛǘǎ 

ƛƴǘǊƻŘǳŎŜŘ 
ррΣллл bƻǊƳŀƭ [ƻǎǎ млΣллл π   ол оΣллл 

    ϑр҈ όмлΣллл Ҍ ооΣрлл млл ооΣрлл млл ооΣрлл 

    ррΣллл ǳƴƛǘǎύϒ поΣрлл   ооΣрлл   осΣрлл 

    !ōƴƻǊƳŀƭ ƭƻǎǎ όфΣрлл ς оΣнрлύ оΣнрл π     π 

      сΣнрл млл сΣнрл сл оΣтрл 

  
  
/ƭƻǎƛƴƎ ²Lt 

мнΣллл 
млл 

мнΣллл 
фл 

млΣулл 

срΣллл срΣллл рмΣтрл рмΣлрл 

ii. Abnormal Loss A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ tǊƻŎŜǎǎπL !κŎ сΣнрл нфΣсфу .ȅ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ сΣнрл роΣмнр 

όwŜŦŜǊ ²ƻǊƪƛƴƎ bƻǘŜπнύ     όсΣнрл ǳƴƛǘǎ Ҏ  уΦрύ     

¢ƻ /ƻǎǝƴƎ tǊƻŬǘ ϧ [ƻǎǎ !κŎ π ноΣпнт       

  сΣнрл роΣмнр   сΣнрл роΣмнр 

Working Notes: 

1. Computation of Cost per unit 

tŀǊǝŎǳƭŀǊǎ 
aŀǘŜǊƛŀƭǎ [ŀōƻǳǊ hǾŜǊƘŜŀŘ 

ό ύ ό ύ ό ύ 

LƴǇǳǘ Ŏƻǎǘǎ нΣнлΣллл нсΣрлл смΣрлл 

[ŜǎǎΥ wŜŀƭƛȊŀōƭŜ ǾŀƭǳŜ ƻŦ ƴƻǊƳŀƭ πнтΣснр ππ ππ 

ǎŎǊŀǇ όоΣнрл ǳƴƛǘǎ Ȅ  уΦрύ       

bŜǘ Ŏƻǎǘ мΣфнΣотр нсΣрлл смΣрлл 

9ǉǳƛǾŀƭŜƴǘ ¦ƴƛǘǎ рмΣтрл рмΣлрл рмΣлрл 
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/ƻǎǘ tŜǊ ¦ƴƛǘ оΦтмтп лΦрмфм мΦнлпт 

¢ƻǘŀƭ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ Ґ  όоΦтмтп Ҍ лΦрмфм Ҍ мΦнлптύ Ґ  рΦппмн 

2. Valuation of Abnormal Loss 

  ό ύ 

aŀǘŜǊƛŀƭǎ όсΣнрл ǳƴƛǘǎ Ҏ  оΦтмтпύ ноΣнооΦтр 

[ŀōƻǳǊ όоΣтрл ǳƴƛǘǎ Ҏ  лΦрмфмύ мΣфпсΦсо 

hǾŜǊƘŜŀŘǎ όоΣтрл ǳƴƛǘǎ Ҏ  мΦнлптύ пΣрмтΦсн 

  нфΣсфу 

 

6. 

i) Statement of Equivalent Production (Weighted Average method) 

tŀǊǝŎǳƭŀǊǎ 
LƴǇǳǘ 

¦ƴƛǘǎ 
tŀǊǝŎǳƭŀǊǎ 

hǳǘǇǳǘ 

¦ƴƛǘǎ 

9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

aŀǘŜǊƛŀƭ [ŀōƻǳǊ ϧ hΦIΦ 

҈ ¦ƴƛǘǎ ҈ ¦ƴƛǘǎ 

hǇŜƴƛƴƎ ²Lt оΣллл 
/ƻƳǇƭŜǘŜŘ ŀƴŘ 

ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ tǊƻŎŜǎǎπLL 
осΣллл млл осΣллл млл осΣллл 

¦ƴƛǘǎ 

ƛƴǘǊƻŘǳŎŜŘ 
пнΣллл 

bƻǊƳŀƭ [ƻǎǎ όп҈ ƻŦ 

прΣллл ǳƴƛǘǎύ 
мΣулл ππ ππ ππ ππ 

    
!ōƴƻǊƳŀƭ ƭƻǎǎ 

ό.ŀƭŀƴŎƛƴƎ ŬƎǳǊŜύ 
оΣллл млл оΣллл тл нΣмлл 

    /ƭƻǎƛƴƎ ²Lt пΣнлл млл пΣнлл рл нΣмлл 

  прΣллл   прΣллл   поΣнлл   плΣнлл 

ii) Statement showing cost for each element 

tŀǊǝŎǳƭŀǊǎ aŀǘŜǊƛŀƭǎ ό ύ [ŀōƻǳǊ ό ύ hǾŜǊƘŜŀŘ ό ύ ¢ƻǘŀƭ ό ύ 

/ƻǎǘ ƻŦ ƻǇŜƴƛƴƎ ǿƻǊƪπ ƛƴπǇǊƻŎŜǎǎ мΣулΣрлл онΣплл флΣллл оΣлнΣфлл 

/ƻǎǘ ƛƴŎǳǊǊŜŘ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ осΣлпΣллл пΣрлΣллл мрΣмуΣллл ррΣтнΣллл 

[ŜǎǎΥ wŜŀƭƛȊŀōƭŜ ±ŀƭǳŜ ƻŦ ƴƻǊƳŀƭ ǎŎǊŀǇ 

ό  снΦрл Ҏ мΣулл ǳƴƛǘǎύ 
πмΣмнΣрлл ππ ππ πмΣмнΣрлл 

¢ƻǘŀƭ ŎƻǎǘΥ ό!ύ осΣтнΣллл пΣунΣплл мсΣлуΣллл ртΣснΣплл 

9ǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎΥ ό.ύ поΣнлл плΣнлл плΣнлл   

/ƻǎǘ ǇŜǊ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘΥ ό/ύ Ґ ό! ҏ .ύ ур мн пл мот 

Statement of Distribution of cost 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

мΦ±ŀƭǳŜ ƻŦ ǳƴƛǘǎ ŎƻƳǇƭŜǘŜŘ ŀƴŘ ǘǊŀƴǎŦŜǊǊŜŘΥ  

όосΣллл ǳƴƛǘǎ Ҏ  мотύ 

  пфΣонΣллл 

нΦ±ŀƭǳŜ ƻŦ !ōƴƻǊƳŀƭ [ƻǎǎΥ     

   π aŀǘŜǊƛŀƭǎ όоΣллл ǳƴƛǘǎ Ҏ  урύ нΣррΣллл   

   π [ŀōƻǳǊ όнΣмлл ǳƴƛǘǎ Ҏ  мнύ нрΣнлл   
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  π hǾŜǊƘŜŀŘǎ όнΣмлл ǳƴƛǘǎ Ҏ  плύ упΣллл оΣспΣнлл 

оΦ ±ŀƭǳŜ ƻŦ /ƭƻǎƛƴƎ ²πLπtΥ     

   π aŀǘŜǊƛŀƭǎ όпΣнлл ǳƴƛǘǎ Ҏ  урύ оΣртΣллл   

   π [ŀōƻǳǊ όнΣмлл ǳƴƛǘǎ Ҏ  мнύ нрΣнлл   

   π hǾŜǊƘŜŀŘǎ όнΣмлл ǳƴƛǘǎ Ҏ  плύ упΣллл пΣссΣнлл 

iii)                                                   Process-I A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ hǇŜƴƛƴƎ ²ΦLΦtΥ           

- Materials оΣллл мΣулΣрлл .ȅ bƻǊƳŀƭ [ƻǎǎ  

ό  снΦр Ҏ мΣулл ǳƴƛǘǎύ 

мΣулл мΣмнΣрлл 

- Labour ππ онΣплл       

- Overheads ππ флΣллл       

¢ƻ aŀǘŜǊƛŀƭǎ 

ƛƴǘǊƻŘǳŎŜŘ 

пнΣллл осΣлпΣллл .ȅ !ōƴƻǊƳŀƭ ƭƻǎǎ оΣллл оΣспΣнлл 

¢ƻ [ŀōƻǳǊ   пΣрлΣллл .ȅ tǊƻŎŜǎǎπL !κŎ осΣллл пфΣонΣллл 

¢ƻ hǾŜǊƘŜŀŘǎ   мрΣмуΣллл .ȅ /ƭƻǎƛƴƎ ²Lt пΣнлл пΣссΣнлл 

  прΣллл руΣтпΣфлл   прΣллл руΣтпΣфлл 

iv)                                            Normal Loss A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ tǊƻŎŜǎǎπL !κŎ мΣулл мΣмнΣрлл .ȅ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ !κŎ мΣулл мΣмнΣрлл 

  мΣулл мΣмнΣрлл   мΣулл мΣмнΣрлл 

v)                                             Abnormal Loss A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ tǊƻŎŜǎǎπL !κŎ оΣллл оΣспΣнлл 

.ȅ /ƻǎǘ [ŜŘƎŜǊ /ƻƴǘǊƻƭ 

!κŎ ό  снΦр Ҏ оΣллл 

ǳƴƛǘǎύ 

оΣллл мΣутΣрлл 

      
.ȅ /ƻǎǝƴƎ tǊƻŬǘ ϧ [ƻǎǎ 

!κŎ ό.ŀƭΦ CƛƎǳǊŜύ 
  мΣтсΣтлл 

  оΣллл оΣспΣнлл   оΣллл оΣспΣнлл 

 

7. 

Process-1 Account 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ 

¢ƻ wŀǿ aŀǘŜǊƛŀƭ 

/ƻƴǎǳƳŜŘ 

млΣлл

л 

тΣрлΣллл .ȅ bƻǊƳŀƭ [ƻǎǎ !κŎ Ϫ 

моΦр 

рлл сΣтрл 

¢ƻ 5ƛǊŜŎǘ ²ŀƎŜǎ ππ оΣллΣллл .ȅ tǊƻŎŜǎǎ н Ϫ мооΦр фΣллл мнΣлмΣрл

л 
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¢ƻ 5ƛǊŜŎǘ 9ȄǇŜƴǎŜǎ ππ мΣрлΣллл .ȅ !ōƴƻǊƳŀƭ [ƻǎǎ Ϫ мооΦр рлл ссΣтрл 

aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘǎ   трΣллл       

  

млΣлл

л 

мнΣтрΣлл

л   

млΣлл

л 

мнΣтрΣлл

л 

Cost per unit of completed units and abnormal loss: 

 Ґ мнΣтрΣллл -  сΣтрлκмлΣлллǳƴƛǘǎ - рллǳƴƛǘǎ Ґ  мооΦр 

Process-2 Account 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ 

¢ƻ tǊƻŎŜǎǎπL !κŎ фΣллл мнΣлмΣрлл 
.ȅ bƻǊƳŀƭ [ƻǎǎ !κŎ 

Ϫ мпр 
флл мΣолΣрлл 

¢ƻ 5ƛǊŜŎǘ ²ŀƎŜǎ ππ рΣслΣллл 
.ȅ CƛƴƛǎƘŜŘ {ǘƻŎƪ 

!κŎ ώōŀƭ ŬƎϐ 
уΣнлл нмΣлпΣсст 

¢ƻ 5ƛǊŜŎǘ 9ȄǇŜƴǎŜǎ ππ оΣспΣллл       

¢ƻ aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘǎ ππ упΣллл       

¢ƻ !ōƴƻǊƳŀƭ Ǝŀƛƴ ό  нрсΦст Ҏ 

млл ǳƴƛǘǎ 
млл нрΣсст       

            

            

  фΣмлл ннΣорΣмст   фΣмлл ннΣорΣмст 

Cost per unit of completed units and abnormal gain: 

Ґ  ннΣлфΣрлл - молрллκуΣмллǳƴƛǘǎ Ґ  нрсΦст 

Finished Goods A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ 

¢ƻ tǊƻŎŜǎǎ LL !κŎ уΣнлл нмΣлпΣсст .ȅ /ƻǎǘ ƻŦ {ŀƭŜǎ уΣллл нлΣроΣооо 

      .ȅ .ŀƭŀƴŎŜ ŎκŘ нлл рмΣооп 

  уΣнлл нмΣлпΣсст   уΣнлл нмΣлпΣсст 

Normal Loss A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ 

¢ƻ tǊƻŎŜǎǎ L рлл сΣтрл .ȅ ŀōƴƻǊƳŀƭ Dŀƛƴ LL млл мпΣрлл 

¢ƻ tǊƻŎŜǎǎ LL флл мΣолΣрлл .ȅ /ŀǎƘ рлл сΣтрл 

      .ȅ /ŀǎƘ улл мΣмсΣллл 

  мплл мΣотΣнрл   мплл мΣотΣнрл 

Abnormal Loss A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ 

¢ƻ tǊƻŎŜǎǎ L рлл ссΣтрл 
.ȅ /ƻǎǘ [ŜŘƎŜǊ 

/ƻƴǘǊƻƭ !κŎ 
рлл сΣтрл 
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.ȅ /ƻǎǝƴƎ tϧ [ !κ/ 

ό!ōƴƻǊƳŀƭ [ƻǎǎύ 
  слΣллл 

    ссΣтрл     ссΣтрл 

Abnormal Gain A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ¢ƻǘŀƭ ό ύ 

bƻǊƳŀƭ [ƻǎǎ !κŎ Ϫ мпр млл мпΣрлл tǊƻŎŜǎǎ LL млл нрΣсст 

/ƻǎǝƴƎ t ϧ [ !κ/   ммΣмст       

  млл нрΣсст   млл нрΣсст 

 

8.  

tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ /ƻǎǘ tǊƻŬǘ tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ /ƻǎǘ tǊƻŬǘ 

όύ όύ όύ όύ όύ όύ 

hǇŜƴƛƴƎ ǎǘƻŎƪ рΣллл рΣллл ψ tǊƻŎŜǎǎ . !κŎ нуΣулл нмΣслл тΣнлл 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ фΣллл фΣллл ψ         

5ƛǊŜŎǘ ǿŀƎŜǎ рΣллл рΣллл ψ         

  мфΣллл мфΣллл ψ         

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ πнΣллл πнΣллл ψ         

tǊƛƳŜ /ƻǎǘ мтΣллл мтΣллл ψ         

hǾŜǊƘŜŀŘǎ пΣслл пΣслл ψ         

tǊƻŎŜǎǎ /ƻǎǘ нмΣслл нмΣслл ψ         

tǊƻŬǘ όооΦоо҈ ƻŦ ǘƻǘŀƭ Ŏƻǎǘύ тΣнлл π тΣнлл         

  нуΣулл нмΣслл тΣнлл   нуΣулл нмΣслл тΣнлл 

Process-B A/c 

tŀǊǝŎǳƭŀǊǎ 
¢ƻǘŀƭ /ƻǎǘ tǊƻŬǘ 

tŀǊǝŎǳƭŀǊǎ 
¢ƻǘŀƭ /ƻǎǘ tǊƻŬǘ 

όύ όύ όύ όύ όύ όύ 

hǇŜƴƛƴƎ ǎǘƻŎƪ рΣрлл пΣрлл мΣллл 
CƛƴƛǎƘŜŘ 

ǎǘƻŎƪ !κŎ 
смΣстр пмΣррл нлΣмнр 

tǊƻŎŜǎǎ ! !κŎ нуΣулл нмΣслл тΣнлл         

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ фΣрлл фΣрлл ψ         

5ƛǊŜŎǘ ǿŀƎŜǎ сΣллл сΣллл ψ         

  пфΣулл пмΣслл уΣнлл         

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ πнΣпфл πнΣлул πпмл         

tǊƛƳŜ /ƻǎǘ птΣомл офΣрнл тΣтфл         

hǾŜǊƘŜŀŘǎ нΣлол нΣлол ψ         

tǊƻŎŜǎǎ /ƻǎǘ пфΣопл пмΣррл тΣтфл         

tǊƻŬǘ όнр҈ ƻŦ ǘƻǘŀƭ Ŏƻǎǘύ мнΣоор π мнΣоор         
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  смΣстр пмΣррл нлΣмнр   смΣстр пмΣррл нлΣмнр 

Finished Stock A/c 

tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ /ƻǎǘ tǊƻŬǘ tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ /ƻǎǘ tǊƻŬǘ 

ό ύ ό ύ ό ύ ό ύ ό ύ ό ύ 

hǇŜƴƛƴƎ ǎǘƻŎƪ млΣллл сΣллл пΣллл /ƻǎǝƴƎ tϧ[ !κŎ трΣллл ппΣмум олΣумф 

tǊƻŎŜǎǎ . !κŎ смΣстр пмΣррл нлΣмнр         

  тмΣстр птΣррл нпΣмнр         

[ŜǎǎΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ πрΣллл πоΣосф πмΣсом         

/hD{ ссΣстр ппΣмум ннΣпфп         

tǊƻŬǘ уΣонр π уΣонр         

  трΣллл ппΣмум олΣумф   трΣллл ппΣмум олΣумф 

 

9. 

Statement of Equivalent Production Units (Under FIFO Method) 

tŀǊǝŎǳƭŀǊǎ 
LƴǇǳǘ 

ǳƴƛǘǎ 
tŀǊǝŎǳƭŀǊǎ 

hǳǘǇǳǘ 

ǳƴƛǘǎ 

9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

ό҈ύ 9ǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎ 

hǇŜƴƛƴƎ ²πLπt оΣллл CǊƻƳ ƻǇŜƴƛƴƎ ²πLπt оΣллл ол флл 

¦ƴƛǘǎ ƛƴǘǊƻŘǳŎŜŘ мтΣллл CǊƻƳ ŦǊŜǎƘ ƛƴǇǳǘǎ мнΣллл млл мнΣллл 

    

¦ƴƛǘǎ ŎƻƳǇƭŜǘŜŘ 

ό¢ǊŀƴǎŦŜǊǊŜŘ ǘƻ ƴŜȄǘ 

ǇǊƻŎŜǎǎύ 

мрΣллл     

    
bƻǊƳŀƭ [ƻǎǎ ϑмн҈ όоΣллл 

Ҍ мтΣллл ǳƴƛǘǎύϒ 
нΣплл ππ ππ 

    /ƭƻǎƛƴƎ ²πLπt нΣнлл ул мтсл 

    
!ōƴƻǊƳŀƭ ƭƻǎǎ ό.ŀƭŀƴŎƛƴƎ 

ŬƎǳǊŜύ 
плл млл плл 

  нлΣллл   ммΣллл   мрΣлсл 

Computation of cost per equivalent production unit: 

Cost of the Process (for the period)       ооΣмнΣтнл 

[ŜǎǎΥ {ŎǊŀǇ ǾŀƭǳŜ ƻŦ ƴƻǊƳŀƭ ƭƻǎǎ ό  рл Ҏ нΣплл ǳƴƛǘǎύ  ό  мΣнлΣлллύ 

Total process cost            31,92,720 

 

10. 

Process- P Account 

tŀǊǝŎǳƭŀǊǎ YƎΦ !Ƴƻǳƴǘ ό ύ tŀǊǝŎǳƭŀǊǎ YƎΦ !Ƴƻǳƴǘ ό ύ 
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¢ƻ LƴǇǳǘ млΣллл рлΣллл .ȅ bƻǊƳŀƭ ǿŀǎǘŀƎŜ 

όмΣллл ƪƎΦ Ҏ  мύ 

мΣллл мΣллл 

¢ƻ 5ƛǊŜŎǘ aŀǘŜǊƛŀƭ πππ оуΣллл .ȅ tǊƻŎŜǎǎπ v όфΣллл 

ƪƎΦ Ҏ  мрΦрлύ 

фΣллл мΣофΣрлл 

¢ƻ 5ƛǊŜŎǘ [ŀōƻǳǊ πππ олΣллл       

¢ƻ tǊƻŘǳŎǝƻƴ hI ό  

флΣллл Ҏ оκмнύ 

πππ ннΣрлл       

  млΣллл мΣплΣрлл   млΣллл мΣплΣрлл 

/ƻǎǘ ǇŜǊ ǳƴƛǘ Ґ мΣплΣрлл - мΣлллκ млΣлллƪƎΦ-мΣлллƪƎΦ Ґ  мрΦрл 

Process- Q Account 

tŀǊǝŎǳƭŀǊǎ YƎΦ 
!Ƴƻǳƴǘ 

ό ύ 
tŀǊǝŎǳƭŀǊǎ YƎΦ 

!Ƴƻǳƴǘ 

ό ύ 

¢ƻ tǊƻŎŜǎǎπt !κŎ фΣллл мΣофΣрлл 
.ȅ bƻǊƳŀƭ ǿŀǎǘŀƎŜ 

όфлл ƪƎΦ Ҏ  мύ 
флл флл 

¢ƻ 5ƛǊŜŎǘ aŀǘŜǊƛŀƭ πππ пнΣрлл 
.ȅ tǊƻŎŜǎǎπ v όуΣнлл ƪƎΦ 

Ҏ  омύ 
уΣнлл нΣрпΣнлл 

¢ƻ 5ƛǊŜŎǘ [ŀōƻǳǊ πππ плΣллл       

¢ƻ tǊƻŘǳŎǝƻƴ hI ό  флΣллл 

Ҏ пκмнύ 
πππ олΣллл       

¢ƻ !ōƴƻǊƳŀƭ Dŀƛƴ όмлл ƪƎΦ Ҏ 

 омύ 
млл оΣмлл       

  фΣмлл нΣррΣмлл   фΣмлл нΣррΣмлл 

/ƻǎǘ ǇŜǊ ǳƴƛǘ Ґ  нΣрнΣллл -  фллκфΣлллƪƎΦ- фллƪƎΦ Ґ  ом 

Process- R Account 

tŀǊǝŎǳƭŀǊǎ YƎΦ !Ƴƻǳƴǘ ό ύ tŀǊǝŎǳƭŀǊǎ YƎΦ !Ƴƻǳƴǘ ό ύ 

¢ƻ tǊƻŎŜǎǎπv !κŎ уΣнлл нΣрпΣнлл 
.ȅ bƻǊƳŀƭ ǿŀǎǘŀƎŜ 

όунл ƪƎΦ Ҏ  мύ 
унл унл 

¢ƻ 5ƛǊŜŎǘ aŀǘŜǊƛŀƭ πππ пнΣуул 
.ȅ !ōƴƻǊƳŀƭ ƭƻǎǎ όул 

ƪƎΦ Ҏ  рнύ 
ул пΣмсл 

¢ƻ 5ƛǊŜŎǘ [ŀōƻǳǊ πππ рлΣллл 
.ȅ CƛƴƛǎƘŜŘ DƻƻŘǎ 

όтΣолл ƪƎΦ Ҏ рнύ 
тΣолл оΣтфΣслл 

¢ƻ tǊƻŘǳŎǝƻƴ hI ό  флΣллл 

Ҏ рκмнύ 
πππ отΣрлл       

  уΣнлл оΣупΣрул   уΣнлл оΣупΣрул 

/ƻǎǘ ǇŜǊ ǳƴƛǘ Ґ оΣупΣрул -  унлκуΣнллƪƎΦ- унлƪƎΦ Ґ  рн 

Calculation of selling price per unit of end product: 

Cost per unit       рнΦлл 
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Add:  Profit 25% on selling price i.e., 1/3rd   of cost  мтΦоо 

Selling price per unit      69.33 

ммΦ 

Process A Account 

Particulars Tones Amount ( ) Particulars Tones Amount ( ) 

To Materials To Wages 

To Direct Expenses 

1,000 20,000 

4,000 

3,160 

By Weight Loss By 

Scrap 

By Process B 

By Warehouse 

20 

80 

540 

360 

--- 160 

16,200 

10,800 

Total 1,000 27,160 Total 1,000 27,160 

 Cost per Tonne = 27160 ς 160 ÷ 1000 ς 20 ς 80 = 30 per ton  

Process B Account 

 

Particulars Tones !Ƴƻǳƴǘ ό ύ Particulars Tones !Ƴƻǳƴǘ ό ύ 

To Process A To 

Materials To Wages 

To Direct Expenses 

540 

260 

16,200 

3,900 

3,000 

2,356 

By Weight Loss By 

Scrap 

By Process C 

By Warehouse 

16 

64 

360 

360 

--- 256 

12,600 

12,600 

Total 800 25,456 Total 800 25,456 

Cost per Tonne = 25456 ς 256 ÷ 800 ς 16 ς 64 = 35 per ton  

Process C Account 

Particulars Tones !Ƴƻǳƴǘ ό ύ Particulars Tones !Ƴƻǳƴǘ ό ύ 

To Process B To 

Materials To Wages 

To Direct Expenses 

360 

140 

12,600 

1,400 

2,000 

1,340 

By Weight Loss By 

Scrap 

By Warehouse 

10 

40 

450 

--- 240 

17,100 

Total 500 17,340 Total 500 17,340 

 

мнΦ 

i. Statement of equivalent production (Average cost method) 

tŀǊǝŎǳƭŀǊǎ LƴǇǳǘ ¦ƴƛǘǎ tŀǊǝŎǳƭŀǊǎ hǳǘǇǳǘ ¦ƴƛǘǎ 

9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

aŀǘŜǊƛŀƭ [ŀōƻǳǊ ϧ hΦIΦ 

҈ ¦ƴƛǘǎ ҈ ¦ƴƛǘǎ 

hǇŜƴƛƴƎ ²Lt уΣллл /ƻƳǇƭŜǘŜŘ ŀƴŘ ǘǊŀƴǎŦŜǊǊŜŘ нуΣллл млл нуΣллл млл нуΣллл 

¦ƴƛǘǎ ƛƴǘǊƻŘǳŎŜŘ онΣллл /ƭƻǎƛƴƎ ²Lt мнΣллл млл мнΣллл мκоǊŘ пΣллл 

  плΣллл   плΣллл  плΣллл   онΣллл 

ii. Statement showing cost for each element 
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tŀǊǝŎǳƭŀǊǎ 
aŀǘŜǊƛŀƭǎ [ŀōƻǳǊ hǾŜǊƘŜŀŘ ¢ƻǘŀƭ 

ό ύ ό ύ ό ύ ό ύ 

/ƻǎǘ ƻŦ ƻǇŜƴƛƴƎ ǿƻǊƪπƛƴπ ǇǊƻŎŜǎǎ мΣнлΣллл нлΣллл нлΣллл мΣслΣллл 

/ƻǎǘ ƛƴŎǳǊǊŜŘ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ рΣмнΣллл оΣллΣллл оΣллΣллл ммΣмнΣллл 

¢ƻǘŀƭ ŎƻǎǘΥ ό!ύ сΣонΣллл оΣнлΣллл оΣнлΣллл мнΣтнΣллл 

9ǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎΥ ό.ύ плΣллл онΣллл онΣллл   

/ƻǎǘ ǇŜǊ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘΥ ό/ύ Ґ ό! ҏ .ύ мрΦу мл мл орΦу 

iii. Statement of apportionment of cost 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

мΦ ±ŀƭǳŜ ƻŦ ǳƴƛǘǎ ŎƻƳǇƭŜǘŜŘ ŀƴŘ ǘǊŀƴǎŦŜǊǊŜŘ  

όнуΣллл ǳƴƛǘǎ Ҏ  орΦуύ 

  млΣлнΣплл 

нΦ ±ŀƭǳŜ ƻŦ /ƭƻǎƛƴƎ ²πLπtΥ     

π aŀǘŜǊƛŀƭǎ όмнΣллл ǳƴƛǘǎ Ҏ  мрΦуύ мΣуфΣслл   

π [ŀōƻǳǊ όпΣллл ǳƴƛǘǎ Ҏ  млύ плΣллл   

π hǾŜǊƘŜŀŘǎ όпΣллл ǳƴƛǘǎ Ҏ  млύ плΣллл нΣсфΣслл 

iv. Process-I Cost Account 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ hǇŜƴƛƴƎ ²πLπt уΣллл мΣслΣллл .ȅ /ƻƳǇƭŜǘŜŘ ǳƴƛǘǎ нуΣллл млΣлнΣплл 

¢ƻ aŀǘŜǊƛŀƭǎ онΣллл рΣмнΣллл .ȅ /ƭƻǎƛƴƎ ²πLπt мнΣллл нΣсфΣслл 

¢ƻ [ŀōƻǳǊ ππ оΣллΣллл       

¢ƻ hǾŜǊƘŜŀŘ ππ оΣллΣллл       

  плΣллл мнΣтнΣллл   плΣллл мнΣтнΣллл 

 

13. 

Process I 

Statement of Equivalent Production and Cost 

LƴǇǳǘ ό¦ƴƛǘǎύ tŀǊǝŎǳƭŀǊǎ hǳǘǇǳǘ ¦ƴƛǘǎ 

9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

aŀǘŜǊƛŀƭǎ [ŀōƻǳǊ hǾŜǊƘŜŀŘǎ 

ό҈ύ ¦ƴƛǘǎ ό҈ύ ¦ƴƛǘǎ ό҈ύ ¦ƴƛǘǎ 

плΣллл /ƻƳǇƭŜǘŜŘ олΣллл млл олΣллл млл олΣллл млл олΣллл 

/ƭƻǎƛƴƎ ²Lt млΣллл млл млΣллл рл рΣллл рл рΣллл 

плΣллл   плΣллл   плΣллл   орΣллл   орΣллл 

 

tŀǊǝŎǳƭŀǊǎ aŀǘŜǊƛŀƭǎ [ŀōƻǳǊ hǾŜǊƘŜŀŘ ¢ƻǘŀƭ 

/ƻǎǘ ƛƴŎǳǊǊŜŘ ό ύ оΣллΣллл оΣрлΣллл нΣпрΣллл уΣфрΣллл 

9ǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎ плΣллл орΣллл орΣллл   
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/ƻǎǘ ǇŜǊ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘ ό ύ тΦр мл т нпΦр 

 

Process-I Account 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ aŀǘŜǊƛŀƭǎ плΣллл оΣллΣллл 
.ȅ tǊƻŎŜǎǎπLL !κŎ όолΣллл 

ǳƴƛǘǎ Ҏ нпΦрύ 
олΣллл тΣорΣллл 

¢ƻ [ŀōƻǳǊ   оΣрлΣллл .ȅ /ƭƻǎƛƴƎ ²Ltϝ млΣллл мΣслΣллл 

¢ƻ hǾŜǊƘŜŀŘ   нΣпрΣллл       

  плΣллл уΣфрΣллл   плΣллл уΣфрΣллл 

ϝ όaŀǘŜǊƛŀƭ млΣллл ǳƴƛǘǎ Ҏ  тΦрύ Ҍ ό[ŀōƻǳǊ рΣллл ǳƴƛǘǎ Ҏ  млύ Ҍ όhǾŜǊƘŜŀŘǎ рΣллл ǳƴƛǘǎ Ҏ тύ 

Ґ  трΣллл Ҍ  рлΣллл Ҍ  орΣллл Ґ  мΣслΣллл 

Process II 

Statement of Equivalent Production and Cost 

LƴǇǳǘ ό¦ƴƛǘǎύ tŀǊǝŎǳƭŀǊǎ hǳǘǇǳǘ ¦ƴƛǘǎ 

9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

aŀǘŜǊƛŀƭǎ [ŀōƻǳǊ hǾŜǊƘŜŀŘǎ 

ό҈ύ ¦ƴƛǘǎ ό҈ύ ¦ƴƛǘǎ ό҈ύ ¦ƴƛǘǎ 

олΣллл 

/ƻƳǇƭŜǘŜŘ нуΣллл млл нуΣллл млл нуΣллл млл нуΣллл 

bƻǊƳŀƭ ƭƻǎǎ нлл   ππ   ππ   ππ 

/ƭƻǎƛƴƎ ²Lt мΣулл млл мΣулл нр прл нр прл 

олΣллл   олΣллл   нфΣулл   нуΣпрл   нуΣпрл 

 

tŀǊǝŎǳƭŀǊǎ aŀǘŜǊƛŀƭǎ [ŀōƻǳǊ hǾŜǊƘŜŀŘ ¢ƻǘŀƭ 

tǊƻŎŜǎǎπL /ƻǎǘ тΣорΣллл ππ ππ тΣорΣллл 

/ƻǎǘ ƛƴŎǳǊǊŜŘ ό ύ ππ тмΣмнр урΣорл мΣрсΣптр 

9ǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎ нфΣулл нуΣпрл нуΣпрл ππ 

/ƻǎǘ ǇŜǊ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘ ό ύ нпΦсспп нΦр о олΦмспп 

Process-II Account 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ tǊƻŎŜǎǎπL !κŎ олΣллл тΣорΣллл .ȅ bƻǊƳŀƭ ƭƻǎǎ !κŎ нлл ππ 

¢ƻ tŀŎƪƛƴƎ aŀǘŜǊƛŀƭ ππ улΣллл .ȅ CƛƴƛǎƘŜŘ DƻƻŘǎ {ǘƻŎƪ !κŎ нуΣлллϝ фΣнпΣслп 

¢ƻ 5ƛǊŜŎǘ ²ŀƎŜǎ ππ тмΣмнр .ȅ /ƭƻǎƛƴƎ ²Lt мΣуллϝϝ псΣутм 

¢ƻ CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ ππ урΣорл       

  олΣллл фΣтмΣптр   олΣллл фΣтмΣптр 

ϝ нуΣллл Ҏ  олΦмспп Ґ  уΣппΣсло Ҍ  улΣллл όtŀŎƪƛƴƎ aŀǘŜǊƛŀƭ /ƻǎǘύ Ґ  фΣнпΣслп 

ϝϝ мΣулл ǳƴƛǘǎ Ҏ  нпΦсспп Ҍ прл ǳƴƛǘǎ Ҏ ό  нΦр Ҍ оύ Ґ  псΣутм 
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14. 

Process-I A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !ƳǘΦό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !ƳǘΦό ύ 

¢ƻ aŀǘŜǊƛŀƭǎ тΣллл мΣплΣллл 
.ȅ bƻǊƳŀƭ ƭƻǎǎ όр҈ ƻŦ 

тΣлллύ 
орл оΣрлл 

¢ƻ hǘƘŜǊ ƳŀǘŜǊƛŀƭǎ π снΣллл .ȅ tǊƻŎŜǎǎπLLϝ сΣслл оΣорΣфрр 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ π пнΣллл .ȅ !ōƴƻǊƳŀƭ ƭƻǎǎϝ рл нΣрпр 

¢ƻ 5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎ π мпΣллл     

¢ƻ tǊƻŘǳŎǝƻƴ hI όнлл҈ 

ƻŦ пнΣлллύ 
π упΣллл     

  тΣллл оΣпнΣллл   тΣллл оΣпнΣллл 

ϝ όоΣпнΣллл - 3,500)/(7,000 - орлύǳƴƛǘǎ Ґ рлΦфлнн 

Process-II A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !ƳǘΦό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !ƳǘΦό ύ 

¢ƻ tǊƻŎŜǎǎπL !κŎ сΣслл оΣорΣфрр 
.ȅ bƻǊƳŀƭ ƭƻǎǎ όмл҈ 

ƻŦ сΣсллύ 
ссл сΣслл 

¢ƻ hǘƘŜǊ ƳŀǘŜǊƛŀƭǎ π мΣосΣллл .ȅ tǊƻŎŜǎǎπLLLϝϝ рΣнлл рΣсоΣнлс 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ π рпΣллл .ȅ !ōƴƻǊƳŀƭ ƭƻǎǎϝϝ тпл улΣмпф 

¢ƻ 5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎ π мсΣллл       

¢ƻ tǊƻŘǳŎǝƻƴ hI όнлл҈ 

ƻŦ рпΣлллύ 
π мΣлуΣллл       

  сΣслл сΣпфΣфрр   сΣслл сΣпфΣфрр 

 (6,49,955 - 6,600)/(6,600 - сслύ ǳƴƛǘǎ Ґ млуΦолуф 

Process-III A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !ƳǘΦό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !ƳǘΦό ύ 

¢ƻ tǊƻŎŜǎǎπL !κŎ рΣнлл рΣсоΣнлс 
.ȅ  bƻǊƳŀƭ ƭƻǎǎ όр҈ ƻŦ 

рΣнллύ 
нсл нΣслл 

¢ƻ hǘƘŜǊ ƳŀǘŜǊƛŀƭǎ π упΣнлл .ȅ tǊƻŘǳŎǘπ·ϝϝϝ пΣулл уΣспΣстл 

¢ƻ 5ƛǊŜŎǘ ǿŀƎŜǎ π пуΣллл       

¢ƻ 5ƛǊŜŎǘ ŜȄǇŜƴǎŜǎ π мпΣллл 
.ȅ tǊƻŘǳŎǘπ½І 

ό орҎсллύ 
слл нмΣллл 

¢ƻ tǊƻŘǳŎǝƻƴ hI όнлл҈ 

ƻŦ пуΣлллύ 
π фсΣллл       

¢ƻ !ōƴƻǊƳŀƭ Ǝŀƛƴϝϝϝ псл унΣусп       

  рΣссл уΣууΣнтл   рΣссл уΣууΣнтл 

ϝϝϝ  όуΣлрΣплс - 2,600 / 21,000)/(5,200 / 260 -  сллύ ǳƴƛǘǎ Ґ мулΦмофс 
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І wŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ Ґ мор ς όурҌмрύ Ґ ор 

By-Product Process A/c 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !ƳǘΦό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ !ƳǘΦό ύ 

¢ƻ tǊƻŎŜǎǎπLLL !κŎ слл нмΣллл .ȅ tǊƻŘǳŎǘπ½ слл умΣллл 

¢ƻ tǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ π рмΣллл       

¢ƻ {ŜƭƭƛƴƎ ŜȄǇŜƴǎŜǎ π фΣллл       

  слл умΣллл   слл умΣллл 

 

15. 

i) Calculation of Raw Material inputs during the month: 

vǳŀƴǝǝŜǎ 9ƴǘŜǊƛƴƎ tǊƻŎŜǎǎ [ƛǘǊŜǎ vǳŀƴǝǝŜǎ [ŜŀǾƛƴƎ tǊƻŎŜǎǎ [ƛǘǊŜǎ 

hǇŜƴƛƴƎ ²Lt мΣслл ¢ǊŀƴǎŦŜǊ ǘƻ CƛƴƛǎƘŜŘ DƻƻŘǎ уΣплл 

wŀǿ ƳŀǘŜǊƛŀƭ ƛƴǇǳǘ όōŀƭŀƴŎƛƴƎ ŬƎǳǊŜύ уΣонл tǊƻŎŜǎǎ [ƻǎǎŜǎ мΣнлл 

    /ƭƻǎƛƴƎ ²Lt онл 

  фΣфнл   фΣфнл 

ii) Calculation of Normal Loss and Abnormal Loss/Gain 

  [ƛǘŜǊǎ 

¢ƻǘŀƭ ǇǊƻŎŜǎǎ ƭƻǎǎŜǎ ŦƻǊ ƳƻƴǘƘ мΣнлл 

bƻǊƳŀƭ [ƻǎǎ όмл҈ ƛƴǇǳǘύ уон 

!ōƴƻǊƳŀƭ [ƻǎǎ όōŀƭŀƴŎƛƴƎ ŬƎǳǊŜύ осу 

iii) Calculation of values of Raw Material, Labour and Overheads added to the process: 

 aŀǘŜǊƛŀƭ [ŀōƻǳǊ hǾŜǊƘŜŀŘǎ 

/ƻǎǘ ǇŜǊ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘ псΦлл мпΦлл муΦлл 

9ǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎ όƭƛǘǊŜύ όǊŜŦŜǊ ǘƘŜ ǿƻǊƪƛƴƎ ƴƻǘŜύ тΣпуу тΣтпп тΣутн 

/ƻǎǘ ƻŦ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎ оΣппΣппу мΣлуΣпмс мΣпмΣсфс 

!ŘŘΥ {ŎǊŀǇ ǾŀƭǳŜ ƻŦ ƴƻǊƳŀƭ ƭƻǎǎ όуон ǳƴƛǘǎ Ҏ мрύ мнΣпул ππ ππ 

¢ƻǘŀƭ ǾŀƭǳŜ ŀŘŘŜŘ оΣрсΣфну мΣлуΣпмс мΣпмΣсфс 

Workings: 

Statement of Equivalent Units (litre): 

    9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

LƴǇǳǘ 5Ŝǘŀƛƭǎ ¦ƴƛǘǎ hǳǘǇǳǘ ŘŜǘŀƛƭǎ ¦ƴƛǘǎ aŀǘŜǊƛŀƭ [ŀōƻǳǊ hǾŜǊƘŜŀŘǎ 

    ¦ƴƛǘǎ ό҈ύ ¦ƴƛǘǎ ό҈ύ ¦ƴƛǘǎ ό҈ύ 

hǇŜƴƛƴƎ ²Lt мΣслл ¦ƴƛǘǎ ŎƻƳǇƭŜǘŜŘΥ               

¦ƴƛǘǎ ƛƴǘǊƻŘǳŎŜŘ уΣонл π hǇŜƴƛƴƎ ²Lt мΣслл ππ ππ пул ол спл пл 

    π CǊŜǎƘ ƛƴǇǳǘǎ сΣулл сΣулл млл сΣулл млл сΣулл млл 

    bƻǊƳŀƭ ƭƻǎǎ уон ππ ππ ππ ππ ππ ππ 

    !ōƴƻǊƳŀƭ ƭƻǎǎ осу осу млл осу млл осу млл 
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    /ƭƻǎƛƴƎ ²Lt онл онл млл фс ол сп нл 

  фΣфнл   фΣфнл тΣпуу   тΣтпп   тΣутн   

iv) Process Account for the month 

 [ƛǘǊŜǎ !Ƴƻǳƴǘ ό ύ  [ƛǘǊŜǎ !Ƴƻǳƴǘ ό ύ 

¢ƻ hǇŜƴƛƴƎ ²Lt мΣслл мΣлсΣрсл .ȅ CƛƴƛǎƘŜŘ ƎƻƻŘǎ ώуплл Ȅ  туϐ уΣплл сΣррΣнлл 

¢ƻ wŀǿ aŀǘŜǊƛŀƭǎ уΣонл оΣрсΣфну .ȅ bƻǊƳŀƭ ƭƻǎǎ ώуон Ȅ  мрϐ уон мнΣпул 

¢ƻ ²ŀƎŜǎ ππ мΣлуΣпмс .ȅ !ōƴƻǊƳŀƭ ƭƻǎǎ ώосу Ȅ  туϐ осу нуΣтлп 

¢ƻ hǾŜǊƘŜŀŘǎ ππ мΣпмΣсфс 

.ȅ   /ƭƻǎƛƴƎ   ²Lt ώόонл Ȅ  псύ 

Ҍ όонл Ȅ Φол Ȅ  мпύ Ҍ όонл Ȅ Φнл 

Ȅ  муύϐ 

онл мтΣнмс 

  фΣфнл тΣмоΣслл   фΣфнл тΣмоΣслл 

 

16. 

i. Statement of Equivalent Production 

tŀǊǝŎǳƭŀǊǎ 
LƴǇǳǘ 

¦ƴƛǘǎ 
tŀǊǝŎǳƭŀǊǎ 

hǳǘǇǳ

ǘ ¦ƴƛǘǎ 

9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

aŀǘŜǊƛŀƭ 
/ƻƴǾŜǊǎƛƻƴ 

Ŏƻǎǘ 

҈ ¦ƴƛǘǎ ҈ ¦ƴƛǘǎ 

hǇŜƴƛƴƎ ²Lt мΣллл /ƻƳǇƭŜǘŜŘ ŀƴŘ ǘǊŀƴǎŦŜǊǊŜŘ 

ǘƻ tǊƻŎŜǎǎπн 

орΣллл млл орΣллл млл орΣллл 

¦ƴƛǘǎ ƛƴǘǊƻŘǳŎŜŘ плΣллл bƻǊƳŀƭ [ƻǎǎ όмл҈ ƻŦ 

плΣлллύ 

пΣллл ππ ππ ππ ππ 

  !ōƴƻǊƳŀƭ ƭƻǎǎ ό.ŀƭŀƴŎƛƴƎ 

ŬƎǳǊŜύ 

рлл млл рлл сл олл 

  /ƭƻǎƛƴƎ ²Lt мΣрлл млл мΣрлл сл флл 

 пмΣллл   пмΣллл  отΣллл  осΣнлл 

ii. Calculation of value of output transferred to Process-2 & Closing WIP 

  !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

м±ŀƭǳŜ ƻŦ ǳƴƛǘǎ ŎƻƳǇƭŜǘŜŘ ŀƴŘ ǘǊŀƴǎŦŜǊǊŜŘ   мΣмнΣлуΣтрл 

όорΣллл ǳƴƛǘǎ Ҏ  онлΦнрύ όwŜŦŜǊ ǿƻǊƪƛƴƎ ƴƻǘŜύ   

оΦ±ŀƭǳŜ ƻŦ /ƭƻǎƛƴƎ ²πLπtΥ     

  π aŀǘŜǊƛŀƭǎ όмΣрлл ǳƴƛǘǎ Ҏ  нсуΦрмύ пΣлнΣтср   

  π /ƻƴǾŜǊǎƛƻƴ Ŏƻǎǘ όфлл ǳƴƛǘǎ Ҏ  рмΦтпύ псΣрсс пΣпфΣоом 

Workings: 

Cost for each element 

tŀǊǝŎǳƭŀǊǎ aŀǘŜǊƛŀƭǎ ό ύ /ƻƴǾŜǊǎƛƻƴ ό ύ ¢ƻǘŀƭ ό ύ 

/ƻǎǘ ƻŦ ƻǇŜƴƛƴƎ ǿƻǊƪπƛƴπǇǊƻŎŜǎǎ нΣррΣллл омΣлнл нΣусΣлнл 

/ƻǎǘ ƛƴŎǳǊǊŜŘ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ фсΣулΣллл муΣпнΣллл мΣмрΣннΣллл 

¢ƻǘŀƭ ŎƻǎǘΥ ό!ύ ффΣорΣллл муΣтоΣлнл мΣмуΣлуΣлнл 
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9ǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎΥ ό.ύ отΣллл осΣнлл   

/ƻǎǘ ǇŜǊ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘΥ ό/ύ Ґ ό! ҏ .ύ нсуΦрм рмΦтп онлΦнр 

 

17. 

i. Statement of Equivalent Production (Average cost method) 

LƴǇǳǘ ό¦ƴƛǘǎύ tŀǊǝŎǳƭŀǊǎ hǳǘǇǳǘ ¦ƴƛǘǎ 

9ǉǳƛǾŀƭŜƴǘ tǊƻŘǳŎǝƻƴ 

aŀǘŜǊƛŀƭǎ [ŀōƻǳǊ hǾŜǊƘŜŀŘǎ 

ό҈ϝύ ¦ƴƛǘǎϝϝ ό҈ ύϝ ¦ƴƛǘǎϝϝ ό҈ύϝ ¦ƴƛǘǎϝϝ 

нлΣллл /ƻƳǇƭŜǘŜŘ мпΣллл млл мпΣллл млл мпΣллл млл мпΣллл 

  ²Lt сΣллл млл сΣллл ооπмκо нΣллл ооπмκо нΣллл 

нлΣллл   нлΣллл   нлΣллл   мсΣллл   мсΣллл 

*Percentage of completion ** Equivalent units 

ii. Statement showing Cost for each element 

tŀǊǝŎǳƭŀǊǎ aŀǘŜǊƛŀƭǎ [ŀōƻǳǊ hǾŜǊƘŜŀŘ ¢ƻǘŀƭ 

/ƻǎǘ ƻŦ ƻǇŜƴƛƴƎ ǿƻǊƪπƛƴπ ǇǊƻƎǊŜǎǎ ό ύ сΣллΣллл мΣллΣллл мΣллΣллл уΣллΣллл 

/ƻǎǘ ƛƴŎǳǊǊŜŘ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ ό ύ нрΣслΣллл мрΣллΣллл мрΣллΣллл ррΣслΣллл 

¢ƻǘŀƭ Ŏƻǎǘ ό ύ Υ ό!ύ омΣслΣллл мсΣллΣллл мсΣллΣллл соΣслΣллл 

9ǉǳƛǾŀƭŜƴǘ ǳƴƛǘǎ Υ ό.ύ нлΣллл мсΣллл мсΣллл   

/ƻǎǘ ǇŜǊ ŜǉǳƛǾŀƭŜƴǘ ǳƴƛǘ ό ύ Υ /Ґ ό! ҏ .ύ мру млл млл ору 

iii. Statement of Apportionment of cost 

 ό ύ ό ύ 

±ŀƭǳŜ ƻŦ ƻǳǘǇǳǘ ǘǊŀƴǎŦŜǊǊŜŘΥ ό!ύ όмпΣллл ǳƴƛǘǎ Ҏ  оруύ   рлΣмнΣллл 

±ŀƭǳŜ ƻŦ ŎƭƻǎƛƴƎ ǿƻǊƪπƛƴπǇǊƻƎǊŜǎǎΥ ό.ύ     

aŀǘŜǊƛŀƭ όсΣллл ǳƴƛǘǎ Ҏ мруύ фΣпуΣллл   

[ŀōƻǳǊ όнΣллл ǳƴƛǘǎ Ҏ  мллύ нΣллΣллл   

hǾŜǊƘŜŀŘ όнΣллл ǳƴƛǘǎ Ҏ  мллύ нΣллΣллл моΣпуΣллл 

¢ƻǘŀƭ Ŏƻǎǘ Υ ό! Ҍ .ύ   соΣслΣллл 

iv.            Process - A Account 

tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ tŀǊǝŎǳƭŀǊǎ ¦ƴƛǘǎ ό ύ 

¢ƻ hǇŜƴƛƴƎ ²Lt пΣллл уΣллΣллл .ȅ /ƻƳǇƭŜǘŜŘ ǳƴƛǘǎ мпΣллл рлΣмнΣллл 

¢ƻ aŀǘŜǊƛŀƭǎ мсΣллл нрΣслΣллл .ȅ /ƭƻǎƛƴƎ ²Lt сΣллл моΣпуΣллл 

¢ƻ [ŀōƻǳǊ   мрΣллΣллл       

¢ƻ hǾŜǊƘŜŀŘ   мрΣллΣллл       

  нлΣллл соΣслΣллл   нлΣллл соΣслΣллл 
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CHAPTER 10: JOINT AND BY PRODUCT 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

PROBLEM ς 1 [MAY 23 ς 10 Marks] 

!./ /ƻƳǇŀƴȅ ǇǊƻŘǳŎŜǎ ŀ tǊƻŘǳŎǘ ϥ·ϥ ǘƘŀǘ ǇŀǎǎŜǎ ǘƘǊƻǳƎƘ ǘƘǊŜŜ ǇǊƻŎŜǎǎŜǎΥ wΣ { ŀƴŘ ¢Φ ¢ƘǊŜŜ ǘȅǇŜǎ ƻŦ 

Ǌŀǿ ƳŀǘŜǊƛŀƭǎΣ ǾƛȊΦΣ WΣ YΣ ŀƴŘ [ ŀǊŜ ǳǎŜŘ ƛƴ ǘƘŜ Ǌŀǝƻ ƻŦ плΥплΥнл ƛƴ ǇǊƻŎŜǎǎ wΦ ¢ƘŜ ƻǳǘǇǳǘ ƻŦ ŜŀŎƘ 

ǇǊƻŎŜǎǎ ƛǎ ǘǊŀƴǎŦŜǊǊŜŘ ǘƻ ƴŜȄǘ ǇǊƻŎŜǎǎΦ tǊƻŎŜǎǎ ƭƻǎǎ ƛǎ мл҈ ƻŦ ǘƻǘŀƭ ƛƴǇǳǘ ƛƴ ŜŀŎƘ ǇǊƻŎŜǎǎΦ !ǘ ǘƘŜ ǎǘŀƎŜ 

ƻŦ ƻǳǘǇǳǘ ƛƴ ǇǊƻŎŜǎǎ ¢Σ ŀ ōȅπǇǊƻŘǳŎǘ ϥ½ϥ ƛǎ ŜƳŜǊƎƛƴƎ ŀƴŘ ǘƘŜ Ǌŀǝƻ ƻŦ ǘƘŜ Ƴŀƛƴ ǇǊƻŘǳŎǘ ϥ·ϥ ǘƻ ǘƘŜ ōȅπ

ǇǊƻŘǳŎǘ ϥ½ϥ ƛǎ улΥнлΦ ¢ƘŜ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ƻŦ ǇǊƻŘǳŎǘ ϥ·ϥ ƛǎ  сл ǇŜǊ ƪƎΦ 

¢ƘŜ ŎƻƳǇŀƴȅ ǇǊƻŘǳŎŜŘ мпΣрул ƪƎǎ ƻŦ ǇǊƻŘǳŎǘ Ψ·Ω 

aŀǘŜǊƛŀƭ ǇǊƛŎŜ Υ aŀǘŜǊƛŀƭ W Ϫ   мр ǇŜǊ ƪƎΤ aŀǘŜǊƛŀƭ Y Ϫ   ф ǇŜǊ ƪƎΦ aŀǘŜǊƛŀƭ [Ϫ   тǇŜǊ ƪƎ  

tǊƻŎŜǎǎ Ŏƻǎǘǎ ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

tǊƻŎŜǎǎ ±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ƪƎ ό ύ CƛȄŜŘ Ŏƻǎǘ ƻŦ LƴǇǳǘ ό ύ 

w рΦлл пнΣллл 

{ пΦрл рΣллл 

¢ оΦпл пΣулл 

¢ƘŜ ōȅπǇǊƻŘǳŎǘ ϥ½ϥ Ŏŀƴƴƻǘ ōŜ ǇǊƻŎŜǎǎŜŘ ŦǳǊǘƘŜǊ ŀƴŘ Ŏŀƴ ōŜ ǎƻƭŘ ŀǘ   ол ǇŜǊ ƪƎ ŀǘ ǘƘŜ ǎǇƭƛǘπ ƻũ ǎǘŀƎŜΦ 

¢ƘŜǊŜ ƛǎ ƴƻ ǊŜŀƭƛȊŀōƭŜ ǾŀƭǳŜ ƻŦ ǇǊƻŎŜǎǎ ƭƻǎǎŜǎ ŀǘ ŀƴȅ ǎǘŀƎŜΦ 

Required: 

tǊŜǎŜƴǘ ŀ ǎǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǘƘŜ ŀǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Ƨƻƛƴǘ Ŏƻǎǘǎ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǘƘŜ ǎŀƭŜǎ ǾŀƭǳŜ ƻŦ 

ǇǊƻŘǳŎǘ ϥ·ϥ ŀƴŘ ōȅπǇǊƻŘǳŎǘ ϥ½ϥ ŀǘ ǘƘŜ ǎǇƭƛǘπ ƻũ Ǉƻƛƴǘ ŀƴŘ ǘƘŜ ǇǊƻŬǘŀōƛƭƛǘȅ ƻŦ ǇǊƻŘǳŎǘ ϥ·ϥ ŀƴŘ ōȅπ

ǇǊƻŘǳŎǘ ϥ½Φ 

 

PROBLEM ς 2 [NOV 22 ς 5 Marks] 

!{w [ǘŘ Ƴŀƛƴƭȅ ǇǊƻŘǳŎŜǎ tǊƻŘǳŎǘ ϥ[ϥ ŀƴŘ ƎŜǘǎ ŀ ōȅπtǊƻŘǳŎǘ ϥaϥ ƻǳǘ ƻŦ ŀ Ƨƻƛƴǘ ǇǊƻŎŜǎǎΦ ¢ƘŜ ƴŜǘ ǊŜŀƭƛȊŀōƭŜ 

ǾŀƭǳŜ ƻŦ ǘƘŜ ōȅπǇǊƻŘǳŎǘ ƛǎ ǳǎŜŘ ǘƻ ǊŜŘǳŎŜ ǘƘŜ Ƨƻƛƴǘ ǇǊƻŘǳŎǝƻƴ Ŏƻǎǘǎ ōŜŦƻǊŜ ǘƘŜ Ƨƻƛƴǘ Ŏƻǎǘǎ ŀǊŜ ŀƭƭƻŎŀǘŜŘ 

ǘƻ ǘƘŜ Ƴŀƛƴ ǇǊƻŘǳŎǘΦ 5ǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ ƻŦ hŎǘƻōŜǊ нлннΣ ŎƻƳǇŀƴȅ ƛƴŎǳǊǊŜŘ Ƨƻƛƴǘ ǇǊƻŘǳŎǝƻƴ Ŏƻǎǘǎ ƻŦ 

  пΣллΣлллΦ ¢ƘŜ Ƴŀƛƴ tǊƻŘǳŎǘ ϥ[ϥ ƛǎ ƴƻǘ ƳŀǊƪŜǘŀōƭŜ ŀǘ ǘƘŜ ǎǇƭƛǘ ƻũ ǇƻƛƴǘΦ ¢ƘǳǎΣ ƛǘ Ƙŀǎ ǘƻ ōŜ ǇǊƻŎŜǎǎŜŘ 

ŦǳǊǘƘŜǊΦ 5Ŝǘŀƛƭǎ ƻŦ ŎƻƳǇŀƴȅϥǎ ƻǇŜǊŀǝƻƴ ŀǊŜ ŀǎ ǳƴŘŜǊΥ 

tŀǊǝŎǳƭŀǊǎ tǊƻŘǳŎǘ [ .ȅπ tǊƻŘǳŎǘ a 

tǊƻŘǳŎǝƻƴ όǳƴƛǘǎύ {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ƪƎ CǳǊǘƘŜǊ 

ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ 

млΣллл 

  пр 

  мΣлмΣллл 

нлл 

  р 

π 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŬƴŘ ƻǳǘΥ 

όƛύ tǊƻŬǘ ŜŀǊƴŜŘ ŦǊƻƳ tǊƻŘǳŎǘ ϥ[ϥΦ 

όƛƛύ {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ƪƎ ƻŦ ǇǊƻŘǳŎǘ ϥ[ϥΣ ƛŦ ǘƘŜ ŎƻƳǇŀƴȅ ǿƛǎƘŜǎ ǘƻ ŜŀǊƴ ŀ ǇǊƻŬǘ ƻŦ   мΣллΣллл ŦǊƻƳ ǘƘŜ 

ŀōƻǾŜ ǇǊƻŘǳŎǝƻƴΦ 
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PROBLEM ς 3 [MAY 22 ς 5 Marks] 

w{¢ [ƛƳƛǘŜŘ ǇǊƻŘǳŎŜǎ ǘƘǊŜŜ Ƨƻƛƴǘ ǇǊƻŘǳŎǘǎ ·Σ ¸ ŀƴŘ ½Φ ¢ƘŜ ǇǊƻŘǳŎǘǎ ŀǊŜ ǇǊƻŎŜǎǎŜŘ ŦǳǊǘƘŜǊΦ tǊŜπ

ǎŜǇŀǊŀǝƻƴ Ŏƻǎǘǎ ŀǊŜ ŀǇǇƻǊǝƻƴŜŘ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǿŜƛƎƘǘ ƻŦ ƻǳǘǇǳǘ ƻŦ ŜŀŎƘ Ƨƻƛƴǘ ǇǊƻŘǳŎǘΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ 

Řŀǘŀ ŀǊŜ ǇǊƻǾƛŘŜŘ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ !ǇǊƛƭΣ нлннΦ 

/ƻǎǘ ƛƴŎǳǊǊŜŘ ǳǇ ǘƻ ǎŜǇŀǊŀǝƻƴ ǇƻƛƴǘΥ   млΣллл 

tǊƻŘǳŎǘ ·     tǊƻŘǳŎǘ ¸     tǊƻŘǳŎǘ ½ 

hǳǘǇǳǘ όƛƴ [ƛǘǊŜύ         млл    тл     ул 

                 

/ƻǎǘ ƛƴŎǳǊǊŜŘ ŀƊŜǊ ǎŜǇŀǊŀǝƻƴ Ǉƻƛƴǘ    нΣллл    мΣнлл    улл 

{ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ [ƛǘǊŜΥ 

!ƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ       рл     ул     сл 

!ǘ ǇǊŜπǎŜǇŀǊŀǝƻƴ Ǉƻƛƴǘ όŜǎǝƳŀǘŜŘύ    нр     тл     пр 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

όƛƛƛύ tǊŜǇŀǊŜ ŀ ǎǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǇǊƻŬǘ ƻǊ ƭƻǎǎ ƳŀŘŜ ōȅ ŜŀŎƘ ǇǊƻŘǳŎǘ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ǳǎƛƴƎ 

ǘƘŜ ǇǊŜǎŜƴǘƭȅ ŀŘƻǇǘŜŘ ƳŜǘƘƻŘ ƻŦ ŀǇǇƻǊǝƻƴƳŜƴǘ ƻŦ ǇǊŜπǎŜǇŀǊŀǝƻƴ ŎƻǎǘΦ 

όƛǾύ !ŘǾƛǎŜ ǘƘŜ ƳŀƴŀƎŜƳŜƴǘ ǿƘŜǘƘŜǊΣ ƻƴ ǇǳǊŜƭȅ ŬƴŀƴŎƛŀƭ ŎƻƴǎƛŘŜǊŀǝƻƴΣ ǘƘŜ ǘƘǊŜŜ ǇǊƻŘǳŎǘǎ ŀǊŜ ǘƻ ōŜ 

ǇǊƻŎŜǎǎŜŘ ŦǳǊǘƘŜǊ ƻǊ ƴƻǘΦ 

 

twh.[9a ς п όW¦[ нм ς р aŀǊƪǎύ 

htw [ǘŘΦ ǇǳǊŎƘŀǎŜǎ ŎǊǳŘŜ ǾŜƎŜǘŀōƭŜ ƻƛƭΦ Lǘ ŘƻŜǎ ǊŜŬƴŜ ƻŦ ǘƘŜ ǎŀƳŜΦ ¢ƘŜ ǊŜŬƴƛƴƎ ǇǊƻŎŜǎǎ ǊŜǎǳƭǘǎ ƛƴ ŦƻǳǊ 

ǇǊƻŘǳŎǘǎ ŀǘ ǘƘŜ ǎǇƛƭǘπƻũ Ǉƻƛƴǘ π {Σ tΣ b ŀƴŘ !Φ tǊƻŘǳŎǘ ϥ!Ω ƛǎ Ŧǳƭƭȅ ǇǊƻŎŜǎǎŜŘ ŀǘ ǘƘŜ ǎǇƭƛǘπƻũ ǇƻƛƴǘΦ tǊƻŘǳŎǘ 

{Σ t ŀƴŘ b Ŏŀƴ ōŜ ƛƴŘƛǾƛŘǳŀƭƭȅ ŦǳǊǘƘŜǊ ǊŜŬƴŜŘ ƛƴǘƻ {YΣ taΣ ŀƴŘ b[ ǊŜǎǇŜŎǝǾŜƭȅΦ ¢ƘŜ Ƨƻƛƴǘ Ŏƻǎǘ ƻŦ 

ǇǳǊŎƘŀǎƛƴƎ ǘƘŜ ŎǊǳŘŜ ǾŜƎŜǘŀōƭŜ ƻƛƭ ŀƴŘ ǇǊƻŎŜǎǎƛƴƎ ƛǘ ǿŜǊŜ   плΣлллΦ hǘƘŜǊ ŘŜǘŀƛƭǎ ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

tǊƻŘǳŎǘ 
CǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘǎ 

ό ύ 

{ŀƭŜǎ ŀǘ ǎǇƭƛǘπƻũ Ǉƻƛƴǘ 

ό ύ 

{ŀƭŜǎ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ  

ό ύ 

{ улΣллл нлΣллл мΣнлΣллл 

t онΣллл мнΣллл плΣллл 

b осΣллл нуΣллл пуΣллл 

! π нлΣллл π 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ƛŘŜƴǝŦȅ ǘƘŜ ǇǊƻŘǳŎǘǎ ǿƘƛŎƘ Ŏŀƴ ōŜ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎŜŘ ŦƻǊ ƳŀȄƛƳƛȊƛƴƎ ǇǊƻŬǘǎ ŀƴŘ 

ƳŀƪŜ ǎǳƛǘŀōƭŜ ǎǳƎƎŜǎǝƻƴǎΦ 

 

twh.[9a ς р όW!b нм ς мл aŀǊƪǎύ 

aŀȅǳǊŀ /ƘŜƳƛŎŀƭǎ [ǘŘ ōǳȅǎ ŀ ǇŀǊǝŎǳƭŀǊ Ǌŀǿ ƳŀǘŜǊƛŀƭ ŀǘ   у ǇŜǊ ƭƛǘǊŜΦ !ǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ǇǊƻŎŜǎǎƛƴƎ ƛƴ 

5ŜǇŀǊǘƳŜƴǘπмΣ ǘƘƛǎ Ǌŀǿ ƳŀǘŜǊƛŀƭ ǎǇƭƛǘǎ ƻũ ƛƴǘƻ ǇǊƻŘǳŎǘǎ ·Σ ¸ ŀƴŘ ½Φ tǊƻŘǳŎǘ · ƛǎ ǎƻƭŘ ŀǘ ǘƘŜ ǎǇƭƛǘπƻũ 

ǇƻƛƴǘΣ ǿƛǘƘ ƴƻ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎΦ tǊƻŘǳŎǘǎ ¸ ŀƴŘ ½ ǊŜǉǳƛǊŜ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ōŜŦƻǊŜ ǘƘŜȅ Ŏŀƴ ōŜ ǎƻƭŘΦ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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tǊƻŘǳŎǘ ¸ ƛǎ ǇǊƻŎŜǎǎŜŘ ƛƴ 5ŜǇŀǊǘƳŜƴǘπнΣ ŀƴŘ tǊƻŘǳŎǘ ½ ƛǎ ǇǊƻŎŜǎǎŜŘ ƛƴ 5ŜǇŀǊǘƳŜƴǘπоΦ CƻƭƭƻǿƛƴƎ ƛǎ ŀ 

ǎǳƳƳŀǊȅ ƻŦ ǘƘŜ Ŏƻǎǘǎ ŀƴŘ ƻǘƘŜǊ ǊŜƭŀǘŜŘ Řŀǘŀ ŦƻǊ ǘƘŜ ȅŜŀǊ нлмфπнлΥ 

tŀǊǝŎǳƭŀǊǎ 5ŜǇŀǊǘƳŜƴǘ 

 м н о 

/ƻǎǘ ƻŦ wŀǿ aŀǘŜǊƛŀƭ    пΣулΣллл ς ς 

5ƛǊŜŎǘ [ŀōƻǳǊ   тлΣллл   пΣрлΣллл   сΣрлΣллл 

aŀƴǳŦŀŎǘǳǊƛƴƎ hǾŜǊƘŜŀŘ   пуΣллл   нΣмлΣллл   пΣрлΣллл 

tǊƻŘǳŎǘǎ ·  ̧ ½ 

{ŀƭŜǎ όƭƛǘǊŜǎύ  млΣллл мрΣллл ннΣрлл 

/ƭƻǎƛƴƎ ƛƴǾŜƴǘƻǊȅ όƭƛǘǊŜǎύ  рΣллл ς тΣрлл 

{ŀƭŜ ǇǊƛŎŜ ǇŜǊ ƭƛǘǊŜ ό ύ  ол сп рл 

¢ƘŜǊŜ ǿŜǊŜ ƴƻ ƻǇŜƴƛƴƎ ŀƴŘ ŎƭƻǎƛƴƎ ƛƴǾŜƴǘƻǊƛŜǎ ƻŦ ōŀǎƛŎ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ ŀǘ ǘƘŜ ōŜƎƛƴƴƛƴƎ ŀǎ ǿŜƭƭ ŀǎ ŀǘ 

ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ȅŜŀǊΦ !ƭƭ ŬƴƛǎƘŜŘ ƎƻƻŘǎ ƛƴǾŜƴǘƻǊȅ ƛƴ ƭƛǘǊŜǎ ǿŀǎ ŎƻƳǇƭŜǘŜ ŀǎ ǘƻ ǇǊƻŎŜǎǎƛƴƎΦ ¢ƘŜ ŎƻƳǇŀƴȅ 

ǳǎŜǎ ǘƘŜ bŜǘπ ǊŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ ƳŜǘƘƻŘ ƻŦ ŀƭƭƻŎŀǝƴƎ Ƨƻƛƴǘ ŎƻǎǘǎΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ǇǊŜǇŀǊŜΥ 

i. Schedule showing the allocation of joint costs. 

ii. Calculate the Cost of goods sold of each product and the cost of each item in Inventory. 

iii. A comparative statement of Gross profit. 

 

twh.[9a ς с όbƻǾ нл ς р aŀǊƪǎύ 

! ŎƻƳǇŀƴȅΩǎ Ǉƭŀƴǘ ǇǊƻŎŜǎǎŜǎ сΣтрл ǳƴƛǘǎ ƻŦ ŀ Ǌŀǿ ƳŀǘŜǊƛŀƭ ƛƴ ŀ ƳƻƴǘƘ ǘƻ ǇǊƻŘǳŎŜ ǘǿƻ ǇǊƻŘǳŎǘǎ 

ΨaΩ ŀƴŘ ΨbΩΦ 

¢ƘŜ ǇǊƻŎŜǎǎ ȅƛŜƭŘ ƛǎ ŀǎ ǳƴŘŜǊΥ 

tǊƻŘǳŎǘ a ул҈ 

tǊƻŘǳŎǘ b мн҈ 

tǊƻŎŜǎǎ [ƻǎǎ у҈ 

¢ƘŜ Ŏƻǎǘ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ƛǎ   ул ǇŜǊ ǳƴƛǘΦ 

tǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ƛǎ   нΣнрΣллл ƻŦ ǿƘƛŎƘ ƭŀōƻǳǊ Ŏƻǎǘ ƛǎ ŀŎŎƻǳƴǘŜŘ ŦƻǊ сс҈Φ [ŀōƻǳǊ ƛǎ ŎƘŀǊƎŜŀōƭŜ ǘƻ 

ǇǊƻŘǳŎǘǎ ΨaΩ ŀƴŘ ΨbΩ ƛƴ ǘƘŜ Ǌŀǝƻ ƻŦ мллΥ улΦ 

tǊŜǇŀǊŜ ŀ /ƻƳǇǊŜƘŜƴǎƛǾŜ /ƻǎǘ {ǘŀǘŜƳŜƴǘ ŦƻǊ ŜŀŎƘ ǇǊƻŘǳŎǘ ǎƘƻǿƛƴƎΥ 

όƛύ !ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Ƨƻƛƴǘ Ŏƻǎǘ ŀƳƻƴƎ ǇǊƻŘǳŎǘǎ ΨaΩ ŀƴŘ ΨbΩ ŀƴŘ 

όƛƛύ ¢ƻǘŀƭ Ŏƻǎǘ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘǎ ΨaΩ ŀƴŘ ΨbΩΦ 

 

twh.[9a ς т  όbƻǾ мф ς р aŀǊƪǎύ 

! CŀŎǘƻǊȅ ǇǊƻŘǳŎŜǎ ǘǿƻ ǇǊƻŘǳŎǘǎΣ Ψ!Ω ŀƴŘ Ψ.Ω ŦǊƻƳ ŀ ǎƛƴƎƭŜ ǇǊƻŎŜǎǎΦ ¢ƘŜ Ƨƻƛƴǘ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘǎ ŘǳǊƛƴƎ 

ŀ ǇŀǊǝŎǳƭŀǊ ƳƻƴǘƘ ŀǊŜΥ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ  олΣллл 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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5ƛǊŜŎǘ [ŀōƻǳǊ   фΣслл 

±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘǎ   мнΣллл 

CƛȄŜŘ hǾŜǊƘŜŀŘǎ   онΣллл 

{ŀƭŜǎΥ !π млл ǳƴƛǘǎϪ   слл ǇŜǊ ǳƴƛǘΤ . ς мнл ǳƴƛǘǎ Ϫ   нлл ǇŜǊ ǳƴƛǘΦ 

wŜǉǳƛǊŜŘΥ 

i. Apportion joints costs on the basis of: 

a. Physical Quantity of each product. 

b. Contribution Margin method, and 

ii. Determine Profit or Loss under both the methods. 

 

twh.[9a ς у όaŀȅ мф ς р aŀǊƪǎύ 

! CŀŎǘƻǊȅ ƛǎ ŜƴƎŀƎŜŘ ƛƴ ǘƘŜ ǇǊƻŘǳŎǝƻƴ ƻŦ ŎƘŜƳƛŎŀƭ .ƻƳŜȄ ŀƴŘ ƛƴ ǘƘŜ ŎƻǳǊǎŜ ƻŦ ƛǘǎ ƳŀƴǳŦŀŎǘǳǊŜ ŀ ōȅπ

ǇǊƻŘǳŎǘ /ǊƻƳŜȄ ƛǎ ǇǊƻŘǳŎŜŘ ǿƘƛŎƘ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ƙŀǎ ŀ ŎƻƳƳŜǊŎƛŀƭ ǾŀƭǳŜΦ CƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ 

!ǇǊƛƭ нлмфΣ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŀǊŜ ǘƘŜ ǎǳƳƳŀǊƛǎŜŘ Ŏƻǎǘ ŘŀǘŀΥ 

 Wƻƛƴǘ 9ȄǇŜƴǎŜǎ 

ό ύ 

{ŜǇŀǊŀǘŜ  

9ȄǇŜƴǎŜǎ ό ύ 

  .ƻƳŜȄ /ǊƻƳŜȄ 

aŀǘŜǊƛŀƭǎ мΣллΣллл сΣллл пΣллл 

[ŀōƻǳǊ  рлΣллл нлΣллл муΣллл 

hǾŜǊƘŜŀŘǎ  олΣллл млΣллл сΣллл 

{ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ǳƴƛǘ   млл пл 

9ǎǝƳŀǘŜŘ ǇǊƻŬǘ ǇŜǊ ǳƴƛǘ ƻƴ ǎŀƭŜ ƻŦ /ǊƻƳŜȄ    р 

bǳƳōŜǊ ƻŦ ǳƴƛǘǎ ǇǊƻŘǳŎŜŘ   нΣллл ǳƴƛǘǎ нΣллл ǳƴƛǘǎ 

¢ƘŜ ŦŀŎǘƻǊȅ ǳǎŜǎ ƴŜǘ ǊŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ ƳŜǘƘƻŘ ŦƻǊ ŀǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Ƨƻƛƴǘ Ŏƻǎǘ ǘƻ ōȅπǇǊƻŘǳŎǘǎΦ ¸ƻǳ ŀǊŜ 

ǊŜǉǳƛǊŜŘ ǘƻ ǇǊŜǇŀǊŜ ǎǘŀǘŜƳŜƴǘǎ ǎƘƻǿƛƴƎΥ  

i. Joint cost allocable to Cromex 

ii. Product wise and overall profitability of the factory for April 2019. 

  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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PROBLEM ς 9 [ NOV 23 ] 

A factory producing article A also produces a by-product B which is further processed into finished 

product. The joint cost of manufacture is given below: 

Material     5,000 

Labour      3,000 

Overhead     2,000 

       10,000 

Subsequent cost in  are given below: 

 A B 

Material 3,000 1,500 

Labour 1,400 1,000 

Overhead 600 500 

 5,000 3,000 

Selling prices are A -   16,000; B   8,000 

Estimated profit on selling prices is 25% for A and 20% for B. 

Assume that selling and distribution expenses are in proportion of sales prices. Show how you would 

apportion joint costs of manufacture and prepare a statement showing cost of production of A and B. 

 

PROBLEM ς 10 [ MAY 23 ] 

Key Pee Limited produces and sells the following products: 

Products Units Selling price at split-off point  

(  ) 

Selling price after further 

processing ( ) 

A 500000 42.5 62.5 

B 75000 32.5 42.5 

C 62500 20 30 

D 50000 25 - 

E 187500 35 50 

Cost of raw material   89,75,000 and other manufacturing ex-penses cost  13,67,500 in the 

manufacturing process which are ŀōǎƻǊōŜŘ ƻƴ ǘƘŜ ǇǊƻŘǳŎǘǎ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǘƘŜƛǊ ΨbŜǘ ǊŜŀƭƛǎŀōƭŜ ǾŀƭǳŜΩΦ  

The further processing costs of A, B, C and E are  31,25,000; 

  3,75,000;  1,25,000 and  3,75,000 respectively. Fixed costs are  11,82,500. You are required to 

PREPARE the following in respect of the coming year: 

(a) Statement showing income forecast of the company assuming that none of its products are to be 

further processed. 

(b) Statement showing income forecast of the company assuming that products A, B, C and E are to 

be processed further. 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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PROBLEM ς 11 [ NOV 22] 

JP Ltd. uses joint production process that produces three products at the split -off point. Joint 

production costs during the month of July, 2022 were   33,60,000. 

Product information for the month of July is as follows: 

Particulars Product A Product B Product C 

Units produced 3,000 6,000 9,000 

Sales prices:    

At the split-off   200   

After further processing   300   350   100 

Costs to process after split-off   6,00,000   6,00,000   6,00,000 

Other information is as follows: 

Product C is a by-product and the company accounts for the by-product at net realizable value as a 

reduction of joint cost. Further, Product B & C must be processed further before they can be sold. 

FIND OUT the joint cost allocated to Product A in the month of July if joint cost allocation is based on 

Net Realizable Value. 

 

PROBLEM ς 12 [ NOV 21] 

A company produces two joint products A and B from the same basic materials. The processing is 

completed in three departments.  

Materials are mixed in Department I.  At the end of this process, A and B get separated.   

After separation, A is completed in the Department II and B in Department III. During a period, 

4,00,000 kg of raw material was processed in Department I at a total cost of   17,50,000, and the 

resultant 50% becomes A and 40% becomes B and 10% normally lost in processing.  

In Department II, 1/5th of the quantity received from Department I is lost in processing. A is further 

processed in Department II at a cost of   2,60,000.   

In Department III, further new material is added to the material received from Department I and 

weight mixture is doubled, there is no quantity loss in the department III. Further processing cost 

(with material cost) in Department III is   3,00,000.  

The details of sales during the said period are: 

 tǊƻŘǳŎǘ ! tǊƻŘǳŎǘ . 

vǳŀƴǝǘȅ ǎƻƭŘ όƪƎύ  мΣрлΣллл оΣллΣллл 

{ŀƭŜǎ ǇǊƛŎŜ ǇŜǊ ƪƎ ό ύ мл п 

There were no opening stocks.  If these products sold at split -off-point, the selling price of A and B 

would be   8 and   4 per kg respectively.  

Required: 

i. PREPARE a statement showing the apportionment of joint cost to A and B in proportion of sales 

value at split off point. 
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ii. PREPARE a statement showing the cost per kg of each product indicating joint cost, processing 

cost and total cost separately.  

iii. PREPARE a statement showing the product wise profit for the year.  

iv. On the basis of profits before and after further processing of product A and B, give your 

COMMENT that products should be further processed or not.   

 

PROBLEM ς 13: ( NOV 20) 

ABC Ltd. operates a simple chemical process to convert a single material into three separate items, 

referred to here as X, Y and Z. All three end products are separated simultaneously at a single split-

off point. 

Product X and Y are ready for sale immediately upon split off without further processing or any other 

additional costs. Product Z, however, is processed further before being sold. There is no available 

market price for Z at the split-off point. 

The selling prices quoted here are expected to remain the same in the coming year. During 2019-20, 

the selling prices of the items and the total amounts sold were: 

X ς 186 tons sold for  3,000 per ton 

Y ς 527 tons sold for  2,250 per ton 

Z ς 736 tons sold for  1,500 per ton 

The total joint manufacturing costs for the year were  12,50,000. An additional   6,20,000 was 

spent to finish product Z. 

There were no opening inventories of X, Y or Z at the end of the year. The following inventories of 

complete units were on hand: 

X    180 tons 

Y    60 Tons 

Z    25 tons 

There was no opening or closing work-in-progress. 

Required: 

COMPUTE the cost of inventories of X, Y and Z and cost of goods sold for year ended March 31, 2020, 

using Net realizable value (NRV) method of joint cost allocation. 

 

twh.[9a ς мп όa!¸ мфύ 

A company processes a raw material in its department 1 to produce three products, viz. A, B and X 

at the same split-off stage. During a period 1,80,000 kgs of raw materials were processed in 

Department 1 at a total cost of   12,88,000 and the resultant output of A, B and X were 18,000 kgs, 

10,000 kgs and 54,000 kgs respectively. A and B were further processed in Department 2 at a cost of 

  1,80,000 and   1,50,000 respectively. X was further processed in Department 3 at a cost of 
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1,08,000. There is no waste in further processing. The details of sales affected during the period 

were as under: 

vǳŀƴǝǘȅ {ƻƭŘ όƪƎǎΦύ мтΣллл рΣллл ппΣллл 

{ŀƭŜǎ ±ŀƭǳŜ ό ύ мнΣнпΣллл нΣрлΣллл тΣфнΣллл 

 

There were no opening stocks. If these products were sold at split-off stage, the selling prices of A, B 

and X would have been   50,   40 and   10 per kg respectively. 

Required: 

i. PREPARE a statement showing the apportionment of joint costs to A, B and X. 

ii. PREPARE a statement showing the cost per kg of each product indicating joint cost and further 

processing cost and total cost separately. 

iii. PREPARE a statement showing the product wise and total profit for the period. 

iv. DECIDE with supporting calculations as to whether any or all the products should be further 

processed or not 
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ANSWERS 

мΦ 

Working Notes: 

1. Calculation of Input of Raw Material 

Let assume total raw material in Process R be 

 

100% 

\ Output of Process T will be equal to:  

Input R 100% 

- 10% Normal Loss   10 

Input S   90% 

- 10% Normal loss   9 

Input T 81% 

- 10% Normal loss   8.1 

Output of T 72.9 

Actual output of X 14,580 units 

Which is 80% of the total output  

\ Output of Process T 

= 14580 / 80% = 18,225 

\ Input of Process R = 18225 /72.9% = 25,000 kgs 

Alternative presentation for Calculation of Input in Process R, S and T Working notes: 

Process T (Kg.) 

To Input (Transfer from process S) 20,250 By Normal loss 2,025 

By Output Product X 14,580 

By output of by-product Z 3,645 

20,250  20,250 

 

Process S (kg.) 

To Input (Transfer from process S) 22,500 By Normal loss (10%) 2,250 

By Transfer to process T 20,250 

22,500  22,500 

 

Process R (kg.) 

To Input 25,000 By Normal loss (10%) 2,500 

By Transfer to process S 22,500 

25,000  25,000 

2. Calculation of Joint Cost 

Process Inputs Variable cost per kg Variable cost Fixed Cost Total Cost 
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R 25,000 5 1,25,000 42,000 1,67,000 

S 22,500 4.5 1,01,250 5,000 1,06,250 

T 20,250 3.4 68,850 4,800 73,650 

     3,46,900 
 

Raw material  J 10000 x 15   1,50,000 

K 10000 x 9   90,000 

L 5000 x 7   35,000 

  2,75,000 

Add: Processing cost (as above)   3,46,900  

Total Joint Cost  6,21,900 

(i) Statement showing apportionment of Joint Cost 

Particulars Product X By-Product Z Total 

Units 14,580 3,645  

Selling price ( ) 60 30  

Sales Value ( ) 8,74,800 1,09,350 9,84,150 

(   6,21,900 to apportioned in 

ratio of sales value at split off 

point) 

5,52,800 69,100 6,21,900 

(ii) Statement of Profitability 

Particulars Product X By-Product Z Total 

Sales Value 8,74,800 1,09,350 9,84,150 

Joint Cost (5,52,800) (69,100) (6,21,900) 

(As apportioned above)    

Profit 3,22,000 40,250 3,62,250 

 

нΦ 

όŀύ /ŀƭŎǳƭŀǘƛƻƴ ƻŦ ǇǊƻŦƛǘ ƻƴ ǇǊƻŘǳŎǘ Ψ[Ω 

Particular  

Sales 4,50,000 

Less: Further processing cost (1,01,000) 

 3,49,000 

Less: Joint Production Cost* (3,99,000) 

loss (50,000) 

*Joint Production Cost = [4,00,000 ς (200 × 5)] = 3,99,000 

όōύ /ŀƭŎǳƭŀǘƛƻƴ ƻŦ ŘŜǎƛǊŜŘ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ƻŦ ǇǊƻŘǳŎǘ Ψ[Ω 
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Desired selling price = Desired Profit + Total Cost ÷  units measured 

1,00,000+1,01,000+3,99,000 ÷ 10000 units =   60 per kg. 

оΦ 

όŀύ Statement showing profit/loss by each product after further processing products 

 Product X 

(in  ) 

Product Y 

(in  ) 

Product Z 

(in  ) 

Sales value after further processing 5,000 5,600 4,800 

Less: Further processing cost 2,000 1,200 800 

Less: Joint Cost* (as apportioned) 4,000 2,800 3,200 

Profit/(loss) (1,000) 1,600 800 

* Statement showing apportionment of joint cost on the basis of physical units 

 Product X 

(in  ) 

Product Y 

(in  ) 

Product Z 

(in  ) 

Total 

(  ) 

Output (in litre) 100 70 80 250 

Weight 0.4 

(100/250) 

0.28 

(70/250) 

0.32 

(80/250) 

 

Joint cost apportioned 4,000 2,800 3,200  

Decision whether to process further or not 

 Product X 

(in  ) 

Product Y 

(in  ) 

Product Z 

(in  ) 

Incremental Revenue 2,500 

[(50-25) × 100] 

700 

[(80-70) × 70] 

1,200 

[(60-45) × 80] 

Less: Further processing cost 2,000 1,200 800 

Incremental profit /(loss) 500 (500) 400 

 

 Product X 

(in  ) 

Product Y 

(in  ) 

Product Z 

(in  ) 

Total 

Sales 2500 4900 3600 11000 

Pre separation costs 4000 2800 3200 10000 

Profit/(Loss) (1500) 2100 400 1000 

It is advisable to further process only product X and Z and to sale product Y at the point of 

separation. 

 

пΦ 

 { ό ύ t ό ύ b ό ύ ! ό ύ 
¢ƻǘŀƭ  

ό ύ 

!Φ {ŀƭŜǎ ŀǘ ǎǇƭƛǘ ƻũ Ǉƻƛƴǘ нлΣллл мнΣллл нуΣллл нлΣллл улΣллл 
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.Φ !ǇǇƻǊǝƻƴŜŘ Wƻƛƴǘ /ƻǎǘǎ όwŜŦŜǊ ²ƻǊƪƛƴƎ bƻǘŜύ млΣллл сΣллл мпΣллл млΣллл плΣллл 

/Φ tǊƻŬǘ ŀǘ ǎǇƭƛǘπƻũ Ǉƻƛƴǘ млΣллл сΣллл мпΣллл млΣллл плΣллл 

5Φ {ŀƭŜǎ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ мΣнлΣллл плΣллл пуΣллл π нΣлуΣллл 

9Φ CǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ улΣллл онΣллл осΣллл π мΣпуΣллл 

CΦ !ǇǇƻǊǝƻƴŜŘ Wƻƛƴǘ /ƻǎǘǎ όwŜŦŜǊ ²ƻǊƪƛƴƎ bƻǘŜύ млΣллл сΣллл мпΣллл π π 

DΦ tǊƻŬǘ ƛŦ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ό5 ς 9 Ҍ Cύ олллл нΣллл όπύ нΣллл π π 

IΦ LƴŎǊŜŀǎŜκ ŘŜŎǊŜŀǎŜ ƛƴ ǇǊƻŬǘ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ όDπ /ύ нлΣллл πпллл πмсΣллл π π 

{ǳƎƎŜǎǘŜŘ tǊƻŘǳŎǘ ǘƻ ōŜ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎŜŘ ŦƻǊ ƳŀȄƛƳƛǎƛƴƎ ǇǊƻŬǘǎΥ 

hƴ ŎƻƳǇŀǊƛƴƎ ǘƘŜ ŬƎǳǊŜǎ ƻŦ ϦtǊƻŬǘ ƛŦ ƴƻ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎϦ ŀƴŘ ϦtǊƻŬǘǎ ƛŦ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎϦΣ ƻƴŜ 

ƻōǎŜǊǾŜǎ ǘƘŀǘ htw [ǘŘΦ ƛǎ ŜŀǊƴƛƴƎ ƳƻǊŜ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ƻŦ tǊƻŘǳŎǘ { ƻƴƭȅ ƛΦŜΦΣ   нлΣлллΦ 

IŜƴŎŜΣ ŦƻǊ ƳŀȄƛƳƛȊƛƴƎ ǇǊƻŬǘǎΣ ƻƴƭȅ tǊƻŘǳŎǘ { ǎƘƻǳƭŘ ōŜ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎŜŘ ŀƴŘ tǊƻŘǳŎǘ tΣ b ŀƴŘ ! 

ǎƘƻǳƭŘ ōŜ ǎƻƭŘ ŀǘ ǎǇƭƛǘπƻũ ǇƻƛƴǘΦ 

²ƻǊƪƛƴƎ bƻǘŜΥ 

!ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Ƨƻƛƴǘ Ŏƻǎǘǎ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ {ŀƭŜǎ ±ŀƭǳŜ ŀǘ ǎǇƭƛǘ πƻũ Ǉƻƛƴǘ 

!ǇǇƻǊǝƻƴŜŘ Ƨƻƛƴǘ Ŏƻǎǘ  

Ґ ¢ƻǘŀƭ Ƨƻƛƴǘ Ŏƻǎǘκ ¢ƻǘŀƭ {ŀƭŜǎ ǾŀƭǳŜ ŀǘ ǎǇƭƛǘπƻũ Ǉƻƛƴǘ Ȅ {ŀƭŜǎ ǾŀƭǳŜ ƻŦ ŜŀŎƘ ǇǊƻŘǳŎǘ 

²ƘŜǊŜΣ 

¢ƻǘŀƭ Wƻƛƴǘ Ŏƻǎǘ Ґ   плΣллл 

¢ƻǘŀƭ ǎŀƭŜǎ ŀǘ ǎǇƭƛǘ ƻũ Ǉƻƛƴǘ ό{Σ tΣ b ŀƴŘ !ύ Ґ нлΣллл Ҍ мнΣллл Ҍ нуΣллл Ҍ нлΣллл 

Ґ   улΣллл 

{ƘŀǊŜ ƻŦ { ƛƴ Ƨƻƛƴǘ Ŏƻǎǘ Ґ  плΣлллκ улΣллл Ȅ   нлΣллл Ґ   млΣллл 

{ƘŀǊŜ ƻŦ t ƛƴ Ƨƻƛƴǘ Ŏƻǎǘ Ґ  плΣлллκ улΣллл Ȅ   мнΣллл Ґ     сΣллл 

{ƘŀǊŜ ƻŦ b ƛƴ Ƨƻƛƴǘ Ŏƻǎǘ Ґ  плΣлллκ улΣллл Ȅ   нуΣллл Ґ   мпΣллл 

{ƘŀǊŜ ƻŦ ! ƛƴ Ƨƻƛƴǘ Ŏƻǎǘ Ґ  плΣлллκ улΣллл Ȅ   нлΣллл Ґ   млΣллл 

!ƭǘŜǊƴŀǝǾŜ {ƻƭǳǝƻƴ 

5ŜŎƛǎƛƻƴ ŦƻǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ƻŦ tǊƻŘǳŎǘ {Σ t ŀƴŘ b 

tǊƻŘǳŎǘǎ { ό ύ t ό ύ b ό ύ 

{ŀƭŜǎ ǊŜǾŜƴǳŜ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ мΣнлΣллл плΣллл пуΣллл 

[ŜǎǎΥ ǎŀƭŜǎ ǾŀƭǳŜ ŀǘ ǎǇƭƛǘπƻũ Ǉƻƛƴǘ нлΣллл мнΣллл нуΣллл 

LƴŎǊŜƳŜƴǘŀƭ {ŀƭŜǎ wŜǾŜƴǳŜ мΣллΣллл нуΣллл нлΣллл 

[ŜǎǎΥ CǳǊǘƘŜǊ tǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ улΣллл онΣллл осΣллл 

tǊƻŬǘκ ƭƻǎǎ ŀǊƛǎƛƴƎ ŘǳŜ ǘƻ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ нлΣллл όπύпΣллл όπύмсΣллл 

{ǳƎƎŜǎǘŜŘ tǊƻŘǳŎǘ ǘƻ ōŜ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎŜŘ ŦƻǊ ƳŀȄƛƳƛǎƛƴƎ ǇǊƻŬǘǎΥ 

hƴ ŎƻƳǇŀǊƛƴƎ ǘƘŜ ŬƎǳǊŜǎ ƻŦ ϦtǊƻŬǘ ƛŦ ƴƻ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎϦ ŀƴŘ ϦtǊƻŬǘǎ ƛŦ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎϦΣ ƻƴŜ 

ƻōǎŜǊǾŜǎ ǘƘŀǘ htw [ǘŘΦ ƛǎ ŜŀǊƴƛƴƎ ƳƻǊŜ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ƻŦ tǊƻŘǳŎǘ { ƻƴƭȅ ƛΦŜΦΣ   нлΣлллΦ 

IŜƴŎŜΣ ŦƻǊ ƳŀȄƛƳƛȊƛƴƎ ǇǊƻŬǘǎΣ ƻƴƭȅ tǊƻŘǳŎǘ { ǎƘƻǳƭŘ ōŜ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎŜŘ ŀƴŘ tǊƻŘǳŎǘ tΣ b ŀƴŘ ! 

ǎƘƻǳƭŘ ōŜ ǎƻƭŘ ŀǘ ǎǇƭƛǘπƻũ ǇƻƛƴǘΦ 
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рΦ  

όƛύ {ǘŀǘŜƳŜƴǘ ƻŦ Wƻƛƴǘ /ƻǎǘ ŀƭƭƻŎŀǝƻƴ ƻŦ ƛƴǾŜƴǘƻǊƛŜǎ ƻŦ ·Σ ¸ ŀƴŘ ½ 

 
tǊƻŘǳŎǘǎ 

¢ƻǘŀƭ ό ύ 
X (  ) Y (  ) Z (  ) 

Cƛƴŀƭ ǎŀƭŜǎ ǾŀƭǳŜ ƻŦ ǘƻǘŀƭ 

ǇǊƻŘǳŎǝƻƴ ό²ƻǊƪƛƴƎ bƻǘŜ мύ 

пΣрлΣллл 

όмрΣллл Ȅ  

олύ 

фΣслΣллл 

όмрΣллл Ȅ  

спύ 

мрΣллΣллл 

όолΣллл Ȅ  

рлύ 

нфΣмлΣллл 

[ŜǎǎΥ !ŘŘƛǝƻƴŀƭ Ŏƻǎǘ ππ сΣслΣллл ммΣллΣллл мтΣслΣллл 

bŜǘ ǊŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ όŀǘ ǎǇƭƛǘπƻũ 

Ǉƻƛƴǘύ 

пΣрлΣллл оΣллΣллл пΣллΣллл ммΣрлΣллл 

Wƻƛƴǘ Ŏƻǎǘ ŀƭƭƻŎŀǘŜŘ ό²ƻǊƪƛƴƎ 

bƻǘŜ нύ 

нΣопΣллл мΣрсΣллл нΣлуΣллл рΣфуΣллл 

όƛƛύ /ŀƭŎǳƭŀǝƻƴ ƻŦ /ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ ŀƴŘ /ƭƻǎƛƴƎ ƛƴǾŜƴǘƻǊȅ 

 
tǊƻŘǳŎǘǎ 

¢ƻǘŀƭ ό ύ 
X (  ) Y (  ) Z (  ) 

!ƭƭƻŎŀǘŜŘ Ƨƻƛƴǘ Ŏƻǎǘ нΣопΣллл мΣрсΣллл нΣлуΣллл рΣфуΣллл 

!ŘŘΥ !ŘŘƛǝƻƴŀƭ Ŏƻǎǘǎ ππ сΣслΣллл ммΣллΣллл мтΣслΣллл 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ ό/hD{ύ нΣопΣллл уΣмсΣллл моΣлуΣллл ноΣруΣллл 

[ŜǎǎΥ /ƻǎǘ ƻŦ ŎƭƻǎƛƴƎ 

ƛƴǾŜƴǘƻǊȅ 

ό²ƻǊƪƛƴƎ bƻǘŜ мύ 

туΣллл  

ό/hD{ Ҏ мллκо҈ύ 

ππ оΣнтΣллл 

ό/hD{ Ҏ нр҈ύ 

пΣлрΣллл 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ мΣрсΣллл уΣмсΣллл фΣумΣллл мфΣроΣллл 

όƛƛƛύ /ƻƳǇŀǊŀǝǾŜ {ǘŀǘŜƳŜƴǘ ƻŦ DǊƻǎǎ tǊƻŬǘ 

 tǊƻŘǳŎǘǎ ¢ƻǘŀƭ 

ό ύ X (  ) Y (  ) Z (  ) 

{ŀƭŜǎ ǊŜǾŜƴǳŜ оΣллΣллл 

όмлΣллл Ȅ   олύ 

фΣслΣллл 

όмрΣллл Ȅ   спύ 

ммΣнрΣллл 

όннΣрлл Ȅ   рлύ 

ноΣурΣллл 

[ŜǎǎΥ /ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ мΣрсΣллл уΣмсΣллл фΣумΣллл мфΣроΣллл 

DǊƻǎǎ tǊƻŬǘ мΣппΣллл мΣппΣллл мΣппΣллл пΣонΣллл 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

1. Total production of three products for the year 2019-2020 

tǊƻŘǳŎǘǎ 
vǳŀƴǝǘȅ ǎƻƭŘ 

ƛƴ ƭƛǘǊŜǎ 

vǳŀƴǝǘȅ ƻŦ ŎƭƻǎƛƴƎ 

ƛƴǾŜƴǘƻǊȅ ƛƴ ƭƛǘǊŜǎ 

¢ƻǘŀƭ 

ǇǊƻŘǳŎǝƻƴ 

/ƭƻǎƛƴƎ 

ƛƴǾŜƴǘƻǊȅ 

ǇŜǊŎŜƴǘŀƎŜ ό҈ύ 

όмύ όнύ όоύ όпύ Ґ ώόнύ Ҍ όоύϒ όрύ Ґ όоύκ όпύ 

· млΣллл рΣллл мрΣллл мллκо 
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 ̧ мрΣллл ππ мрΣллл ππ 

½ ннΣрлл тΣрлл олΣллл нр 

 

нΦ Wƻƛƴǘ Ŏƻǎǘ ŀǇǇƻǊǝƻƴŜŘ ǘƻ ŜŀŎƘ ǇǊƻŘǳŎǘΥ 

Ґ ¢ƻǘŀƭ Wƻƛƴǘ Ŏƻǎǘ κ ¢ƻǘŀƭ bŜǘ wŜŀƭƛǎŀōƭŜ ±ŀƭǳŜ Ȅ bŜǘ wŜŀƭƛǎŀōƭŜ ±ŀƭǳŜ ƻŦ ŜŀŎƘ ǇǊƻŘǳŎǘ 

Wƻƛƴǘ Ŏƻǎǘ ƻŦ ǇǊƻŘǳŎǘ · Ґ   рΣфуΣлллκ  ммΣрлΣллл Ȅ   пΣрлΣллл Ґ   нΣопΣллл 

Wƻƛƴǘ Ŏƻǎǘ ƻŦ ǇǊƻŘǳŎǘ ¸ Ґ   рΣфуΣлллκ  ммΣрлΣллл Ȅ   оΣллΣллл Ґ   мΣрсΣллл 

Wƻƛƴǘ Ŏƻǎǘ ƻŦ ǇǊƻŘǳŎǘ ¸ Ґ   рΣфуΣлллκ  ммΣрлΣллл Ȅ   пΣллΣллл Ґ   нΣлуΣллл 

 

сΦ  

/ƻƳǇǊŜƘŜƴǎƛǾŜ /ƻǎǘ {ǘŀǘŜƳŜƴǘ 

tŀǊǝŎǳƭŀǊǎ ¢ƻǘŀƭ /ƻǎǘ 

ό ύ 

tǊƻŘǳŎǘπa 

ό ύ 

tǊƻŘǳŎǘπb 

ό ύ 

bƻΦ ƻŦ ǳƴƛǘǎ ǇǊƻŘǳŎŜŘ   рΣплл ǳƴƛǘǎ  умл ǳƴƛǘǎ 

/ƻǎǘ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ό  ул Ҏ сΣтрл ǳƴƛǘǎύ рΣплΣллл   

tǊƻŎŜǎǎƛƴƎ ŎƻǎǘΥ    

π [ŀōƻǳǊ Ŏƻǎǘ ό  нΣнрΣллл Ҏ сс҈ύ  мΣпуΣрлл   

π hǘƘŜǊ Ŏƻǎǘǎ ό  нΣнрΣллл ς мΣпуΣрллύ  тсΣрлл   

¢ƻǘŀƭ Ƨƻƛƴǘ Ŏƻǎǘ тΣсрΣллл   

όƛύ !ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Ƨƻƛƴǘ Ŏƻǎǘǎ ōŜǘǿŜŜƴ ǘƘŜ Ƨƻƛƴǘ 

ǇǊƻŘǳŎǘǎ 

   

[ŀōƻǳǊ Ŏƻǎǘ ƛƴ ǘƘŜ Ǌŀǝƻ ƻŦ мллΥул мΣпуΣрлл унΣрлл 

όмΣпуΣрлл Ȅ 

мллύκмул 

ссΣллл 

όмΣпуΣрлл Ȅ 

улύκмул 

hǘƘŜǊ Ƨƻƛƴǘ Ŏƻǎǘǎ όƛƴŎƭǳŘƛƴƎ ƳŀǘŜǊƛŀƭύ ƛƴ ǘƘŜ Ǌŀǝƻ 

ƻŦ ƻǳǘǇǳǘ όрΣпллΥумлύ 

сΣмсΣрлл рΣосΣлут 

όсΣмсΣрлл Ȅ 

рΣпллύκснмл 

улΣпмо 

όсΣмсΣрлл Ȅ 

умлύκснмл 

όƛƛύ ¢ƻǘŀƭ ǇǊƻŘǳŎǘ Ŏƻǎǘ    тΣсрΣллл сΣмуΣрут мΣпсΣпмо 

ϝ bƻΦ ƻŦ ǳƴƛǘǎ ǇǊƻŘǳŎŜŘ ƻŦ tǊƻŘǳŎǘ a Ґ стрл ǳƴƛǘǎ Ȅ ул҈ Ґ рплл ǳƴƛǘǎ 

bƻΦ ƻŦ ǳƴƛǘǎ ǇǊƻŘǳŎŜŘ ƻŦ tǊƻŘǳŎǘ b Ґ стрл ǳƴƛǘǎ Ȅ мн҈ Ґ умл ǳƴƛǘǎ 

 

тΦ 

¢ƻǘŀƭ Wƻƛƴǘ /ƻǎǘ 

 !Ƴƻǳƴǘ ό ύ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ олΣллл 

5ƛǊŜŎǘ [ŀōƻǳǊ  фΣслл 
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±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘǎ мнΣллл 

¢ƻǘŀƭ ±ŀǊƛŀōƭŜ /ƻǎǘ  рмΣслл 

CƛȄŜŘ hǾŜǊƘŜŀŘǎ  онΣллл 

¢ƻǘŀƭ Ƨƻƛƴǘ Ŏƻǎǘ  уоΣслл 

!Ƴƻǳƴǘ ό ύ 

!ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Wƻƛƴǘ /ƻǎǘǎΥ 

   tǊƻŘǳŎǘπ! tǊƻŘǳŎǘπ. 

LΦ όƛύ !ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Wƻƛƴǘ /ƻǎǘ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ 

ΨtƘȅǎƛŎŀƭ vǳŀƴǝǘȅΩ 

  оуΣллл 

ό  уоΣсллκмлл Ҍмнл 

ǳƴƛǘǎ Ȅ мллύ 

  прΣслл 

ό  уоΣсллκмлл Ҍмнл 

ǳƴƛǘǎ Ȅ мнлύ 

 όƛƛύ !ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Wƻƛƴǘ /ƻǎǘ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ 

Ψ/ƻƴǘǊƛōǳǝƻƴ aŀǊƎƛƴ aŜǘƘƻŘΩΥ 

  

  π ±ŀǊƛŀōƭŜ /ƻǎǘǎ όƻƴ ōŀǎƛǎ ƻŦ ǇƘȅǎƛŎŀƭ ǳƴƛǘǎύ   ноΣпрр 

ό  рмΣсллκмлл Ҍмнл 

ǳƴƛǘǎ Ȅ мллύ 

  ноΣпрр 

ό  рмΣсллκмлл Ҍмнл 

ǳƴƛǘǎ Ȅ мнлύ 

  /ƻƴǘǊƛōǳǝƻƴ aŀǊƎƛƴ осΣрпр 

ό  сллҎмлл ς ноΣпррύ 

ς пΣмпр 

ό  нллҎмнл ς нуΣмпрύ 

  CƛȄŜŘ /ƻǎǘǎϝ   онΣллл  

  ¢ƻǘŀƭ ŀǇǇƻǊǝƻƴŜŘ Ŏƻǎǘ   ррΣпрр    нуΣмпр 

LLΦ όƛƛƛύ  tǊƻŬǘ ƻǊ [ƻǎǎΥ   

  ²ƘŜƴ Wƻƛƴǘ Ŏƻǎǘ ŀǇǇƻǊǝƻƴŜŘ ƻƴ ōŀǎƛǎ ƻŦ 

ǇƘȅǎƛŎŀƭ ǳƴƛǘǎ 

  

 !Φ {ŀƭŜǎ ±ŀƭǳŜ   слΣллл   нпΣллл 

 .Φ !ǇǇƻǊǝƻƴŜŘ Wƻƛƴǘ /ƻǎǘ ƻƴ ōŀǎƛǎ ƻŦ ΨtƘȅǎƛŎŀƭ 

vǳŀƴǝǘȅΩΥ 

  оуΣллл    прΣслл 

 !π. tǊƻŬǘ ƻǊ ό[ƻǎǎύ ннΣллл όнмΣсллύ 

  ²ƘŜƴ Wƻƛƴǘ Ŏƻǎǘ ŀǇǇƻǊǝƻƴŜŘ ƻƴ ōŀǎƛǎ ƻŦ 

Ψ/ƻƴǘǊƛōǳǝƻƴ aŀǊƎƛƴ aŜǘƘƻŘΩ 

  

 /Φ !ǇǇƻǊǝƻƴŜŘ Wƻƛƴǘ /ƻǎǘ ƻƴ ōŀǎƛǎ ƻŦ 

Ψ/ƻƴǘǊƛōǳǝƻƴ aŀǊƎƛƴ aŜǘƘƻŘΩ 

  ррΣпрр   нуΣмпр 

 !π/ tǊƻŬǘ ƻǊ ό[ƻǎǎύ   пΣрпр   όпΣмпрύ 

ϝ ¢ƘŜ ŬȄŜŘ Ŏƻǎǘ ƻŦ   онΣллл ƛǎ ǘƻ ōŜ ŀǇǇƻǊǝƻƴŜŘ ƻǾŜǊ ǘƘŜ Ƨƻƛƴǘ ǇǊƻŘǳŎǘǎ ! ŀƴŘ . ƛƴ ǘƘŜ Ǌŀǝƻ ƻŦ ǘƘŜƛǊ 

ŎƻƴǘǊƛōǳǝƻƴ ƳŀǊƎƛƴ ōǳǘ ŎƻƴǘǊƛōǳǝƻƴ ƳŀǊƎƛƴ ƻŦ tǊƻŘǳŎǘ . ƛǎ ƴŜƎŀǝǾŜ ǎƻ ŬȄŜŘ Ŏƻǎǘ ǿƛƭƭ ōŜ ŎƘŀǊƎŜŘ ǘƻ 

tǊƻŘǳŎǘ ! ƻƴƭȅΦ 

 

уΦ 

όƛύ {ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ Wƻƛƴǘ /ƻǎǘ !ƭƭƻŎŀǝƻƴ ǘƻ Ψ/ǊƻƳŜȄΩ 

tŀǊǝŎǳƭŀǊǎ /ǊƻƳŜȄ ό ύ 

{ŀƭŜǎ ό  пл Ҏ нΣллл ǳƴƛǘǎύ  улΣллл 
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[ŜǎǎΥ tƻǎǘ {Ǉƭƛǘ hũ /ƻǎǘǎ όпΣлллҌмуΣлллҌсΣлллύ  όнуΣлллύ 

[ŜǎǎΥ 9ǎǝƳŀǘŜŘ tǊƻŬǘ ό  р Ҏ нΣллл ǳƴƛǘǎύ  όмлΣлллύ 

Wƻƛƴǘ Ŏƻǎǘ ŀƭƭƻŎŀōƭŜ  пнΣллл 

όƛƛύ {ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ tǊƻŘǳŎǘ ²ƛǎŜ ŀƴŘ hǾŜǊŀƭƭ tǊƻŬǘŀōƛƭƛǘȅ 

tŀǊǝŎǳƭŀǊǎ .ƻƳŜȄ ό ύ /ǊƻƳŜȄ ό ύ ¢ƻǘŀƭ ό ύ 

{ŀƭŜǎ  нΣллΣллл улΣллл нΣулΣллл 

[ŜǎǎΥ {ƘŀǊŜ ƛƴ Wƻƛƴǘ 9ȄǇŜƴǎŜǎ  όмΣоуΣлллύ ϝ όпнΣлллύ όмΣулΣлллύ 

[ŜǎǎΥ tƻǎǘ {Ǉƭƛǘ hũ /ƻǎǘǎ  όосΣлллύ όнуΣлллύ όспΣлллύ 

tǊƻŬǘ  нсΣллл млΣллл осΣллл 

όϝύ мΣулΣллл ς пнΣллл 

 

фΦ 

мΦ Apportionment of Joint Costs 

Particulars A (  ) B (  ) 

Selling Price 16,000 8,000 

Less: Estimated profit 4,000 

(25% of  16,000) 

1,600 

(20% of  8,000) 

Cost of sales 12,000 6,400 

Less: Selling & Distribution exp. 

(Refer working note) 

267 

(   400 × 2/3) 

133 

(   400 × 1/3) 

Less: Subsequent cost 5,000 3,000 

Share of Joint cost 6,733 3,267 

So, Joint cost of manufacture is to be distributed to A & B in the ratio of 6733 : 3267 

{ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ /ƻǎǘ ƻŦ tǊƻŘǳŎǝƻƴ ƻŦ ! ŀƴŘ . 

Elements of 

cost 

Joint Cost Subsequent Cost Total Cost 

A B A B A B 

Material 3,367 1,633 3,000 1,500 6,367 3,133 

Labour 2,020 980 1,400 1,000 3,420 1,980 

Overheads 1,346 654 600 500 1,946 1,154 

Cost of production 11,733 6,267 

²ƻǊƪƛƴƎ bƻǘŜΥ 

Calculation of Selling and Distribution Expenses 

Particulars (  ) 

Total Sales Revenue (  16,000 +   8,000) 24,000 

Less: Estimated Profit (  4,000 +   1,600) (5,600) 

Cost of Sales 18,400 
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Less: Cost of production:  

- Joint Costs (10,000) 

- Subsequent costs (  5,000 +   3,000) (8,000) 

Selling and Distribution expenses (Balancing figure) 400 

 

10. 

1. Working Note: 

Apportionment of joint costs on the basis of Net Realisable Value method 

Products Sales Value (  ) Post separation 

Cost (  ) 

Net 

Realisable 

Value (  ) 

Apportioned 

Cost (  ) 

A 3,12,50,000 

(5,00,000 units x   62.50) 

31,25,000 2,81,25,000 67,74,563 

B 31,87,500 

(75,000 units x   42.5) 

3,75,000 28,12,500 6,77,456 

C 18,75,000 

(62,500 units x   30) 

1,25,000 17,50,000 4,21,528 

D 12,50,000 

(50,000 units x   25) 

--- 12,50,000 3,01,092 

E 93,75,000 

(1,87,500 units x   50) 

3,75,000 90,00,000 21,67,860 

   4,29,37,500 1,03,42,500 

Total joint cost =Raw material costs + Manufacturing expenses =  89,75,000 +  моΣстΣрлл 

Ґ  мΣлоΣпнΣрлл 

Apportioned joint cost = (Total Joint Cost/ Total Net Realisable value of each X Net 

Realisable value of each product) 

Apportioned joint cost for Product A = (1,03,42,500 / 4,29,37,500 X 2,81,25,000) =  

67,74,563.32 

Similarly, the apportioned joint cost for products B, C, D and E are  6,77,456,  4,21,528,  

3,01,092 and  21,67,860 respectively. 

(a) Statement showing income forecast of the company assum-ing that none of its 

products are further processed. 

 Products  

A (  ) B (  ) C (  ) D (  ) E (  ) Total (  ) 

Sales 

revenue 

2,12,50,000 24,37,500 12,50,000 12,50,000 65,62,500 3,27,50,000 

 (  42.5 × (   32.5 × (   20 × (   25 × (   35 ×  
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 5,00,000) 75,000) 62,500) 50,000) 1,87,500)  

Less: 

Apportioned 

      

Costs (Refer 

Working 

note) 

67,74,563 6,77,456 4,21,528 3,01,092 21,67,860 1,03,42,500 

 1,44,75,437 17,60,044 8,28,472 9,48,908 43,94,640 2,24,07,500 

Less: Fixed 

Cost 

     11,82,500 

Profit      2,12,25,000 

(b) Statement showing income forecast of the company: assuming that products A, B, C 

and E are further processed (Refer to working note) 

 Products  

A (  ) B (  ) C (  ) D (  ) E (  ) Total (  ) 

A. Sales revenue 3,12,50,000 31,87,500 18,75,000 12,50,000 93,75,000 4,69,37,500 

B. Apportioned Costs 67,74,563 6,77,456 4,21,528 3,01,092 21,67,860 1,03,42,500 

C. Further 

processing cost 

31,25,000 3,75,000 1,25,000 - 3,75,000 40,00,000 

D. Total 

processing cost (B+ C) 

98,99,563 10,52,456 5,46,528 3,01,092 25,42,860 1,43,42,500 

E. Excess of sales revenue 

(A-D) 

2,13,50,437 21,35,044 13,28,472 9,48,908 68,32,140 3,25,95,000 

F. Fixed Cost      11,82,500 

G. Profit (E - F)      3,14,12,500 

 

11. 

tǊƻŘǳŎǘ ! 

As the question says that "Products B and C must be processed further before they can be sold", 

it means Product A can be sold at the split-off point. 

Cost to process Product A after the split-off point Ґ   сΣллΣллл  

Additional revenue to be earned by processing further  Ґ   оΣллΣлл 

 ό   млл ƛƴŎǊŜŀǎŜ ƛƴ ǎŜƭƭƛƴƎ ǇǊƛŎŜ 

per unit x 3,000 units) 

Therefore, Product A will not be processed further, and the sales value at split -off for A will be 

used for allocating the joint costs. 

Sales value at the split-off for A Ґ   сΣллΣллл 

 ό   нлл Ҏ оΣллл ǳƴƛǘǎύ 

tǊƻŘǳŎǘ . 

Since Product B must be processed further, we use its net realizable value for the joint cost 
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allocation. 

Net realizable value of Product B Ґ   15,00,000 

 ώό   орл Ҏ сΣллл ǳƴƛǘǎύ ς   сΣллΣллл ŦǳǊǘƘŜǊ 

processing costs] 

tǊƻŘǳŎǘ / 

Product C, the by-product, must also be processed further to be sold. 

Net realizable value of Product C Ґ   оΣллΣллл 

 ώό   млл Ҏ фΣллл ǳƴƛǘǎύ ς   сΣллΣллл ƛƴ 

further processing costs] 

Wƻƛƴǘ /ƻǎǘ !ƭƭƻŎŀǝƻƴ 

Joint production cost         =   33,60,000 

Since, by-product C is accounted for as a reduction to the joint costs, the joint costs to be 

allocated 

=   30,60,000 

(   33,60,000 -   3,00,000 NRV of Product C) 

Allocation of joint costs between Product A and B will be on the basis of  6,00,000:  15,00,000 

Joint Cost allocated to Product A =   30,60,000 x   6,00,000 ÷ 2100000 = Rs.8,74,286 

 

мнΦ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ǉǳŀƴǝǘȅ ǇǊƻŘǳŎŜŘ 

 5ŜǇǘ L όƪƎύ 5ŜǇǘ LL όƪƎύ 5ŜǇǘ LLL όƪƎύ 

LƴǇǳǘ пΣллΣллл нΣллΣллл 

όрл҈ ƻŦ пΣллΣллл ƪƎΦύ 

мΣслΣллл 

όпл҈ ƻŦ пΣллΣллл ƪƎΦύ 

²ŜƛƎƘǘ όƭƻǎǘύ ƻǊ ŀŘŘŜŘ όплΣлллύ 

όмл҈ ƻŦ пΣллΣллл ƪƎΦύ 

όплΣлллύ 

όмκрǘƘ ƻŦ нΣллΣллл ƪƎΦύ 

мΣслΣллл 

 оΣслΣллл мΣслΣллл оΣнлΣллл 

tǊƻŘǳŎǝƻƴ ƻŦ ! нΣллΣллл мΣслΣллл ππ 

tǊƻŘǳŎǝƻƴ ƻŦ . мΣслΣллл ππ оΣнлΣллл 

όƛύ  {ǘŀǘŜƳŜƴǘ ƻŦ ŀǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Ƨƻƛƴǘ Ŏƻǎǘ ƻŦ ŘŜǇǘ L 

 tǊƻŘǳŎǘ ! tǊƻŘǳŎǘ . 

hǳǘǇǳǘ όƪƎύ нΣллΣллл мΣслΣллл 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ƪƎ ό ύ у п 

{ŀƭŜǎ ǾŀƭǳŜ ό ύ мсΣллΣллл сΣплΣллл 

{ƘŀǊŜ ƛƴ Wƻƛƴǘ Ŏƻǎǘ όрΥнύ мнΣрлΣллл 

ό  мтΣрлΣллл Ҏ р ҏ тύ 

рΣллΣллл 

ό  мтΣрлΣллл Ҏ н ҏ тύ 

 

όƛƛύ {ǘŀǘŜƳŜƴǘ ƻŦ Ŏƻǎǘ ǇŜǊ ƪƎ 
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 tǊƻŘǳŎǘ ! tǊƻŘǳŎǘ . 

hǳǘǇǳǘ όƪƎύ мΣслΣллл оΣнлΣллл 

{ƘŀǊŜ ƛƴ Ƨƻƛƴǘ Ŏƻǎǘ ό ύ мнΣрлΣллл рΣллΣллл 

Wƻƛƴǘ /ƻǎǘ ǇŜǊ ƪƎ ό ύ ό!ύ тΦумнр мΦрснр 

CǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ό ύ нΣслΣллл оΣллΣллл 

CǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ǇŜǊ ƪƎ ό ύ ό.ύ мΦснр лΦфотр 

¢ƻǘŀƭ Ŏƻǎǘ ǇŜǊ ƪƎ ό ύ ϑό!ύҌό.ύϒ фΦпотр нΦрллл 

 

όƛƛƛύ    {ǘŀǘŜƳŜƴǘ ƻŦ ǇǊƻŬǘ 

 tǊƻŘǳŎǘ ! tǊƻŘǳŎǘ . 

hǳǘǇǳǘ όƪƎύ мΣслΣллл оΣнлΣллл 

{ŀƭŜǎ όƪƎύ όмΣрлΣлллύ όоΣллΣлллύ 

/ƭƻǎƛƴƎ ǎǘƻŎƪ όƪƎύ млΣллл нлΣллл 

 ό ύ ό ύ 

{ŀƭŜǎ мрΣллΣллл 

όмΣрлΣллл ƪƎ Ҏ   млύ 

мнΣллΣллл 

όоΣллΣллл ƪƎ Ҏ   пύ 

!ŘŘΥ ŎƭƻǎƛƴƎ ǎǘƻŎƪ όŀǘ Ŧǳƭƭ Ŏƻǎǘύ фпΣотр 

όмлΣллл ƪƎ Ҏ   фΦпотрύ 

рлΣллл 

όнлΣллл ƪƎ Ҏ   нΦрύ 

±ŀƭǳŜ ƻŦ ǇǊƻŘǳŎǝƻƴ мрΣфпΣотр мнΣрлΣллл 

[ŜǎǎΥ {ƘŀǊŜ ƛƴ Ƨƻƛƴǘ Ŏƻǎǘ мнΣрлΣллл рΣллΣллл 

           CǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ нΣслΣллл оΣллΣллл 

tǊƻŬǘ упΣотр пΣрлΣллл 

 

όƛǾύ  tǊƻŬǘŀōƛƭƛǘȅ ǎǘŀǘŜƳŜƴǘ ōŜŦƻǊŜ ŀƴŘ ŀƊŜǊ ǇǊƻŎŜǎǎƛƴƎ 

 tǊƻŘǳŎǘ ! tǊƻŘǳŎǘ . 

.ŜŦƻǊŜ ό ύ !ƊŜǊ ό ύ .ŜŦƻǊŜ ό ύ !ƊŜǊ ό ύ 

{ŀƭŜǎ ±ŀƭǳŜ мсΣллΣллл  

 

 

упΣотр 

ό!ǎ ǇŜǊ ƛƛƛ ŀōƻǾŜύ 

сΣплΣллл  

 

 

пΣрлΣллл 

ό!ǎ ǇŜǊ ƛƛƛ ŀōƻǾŜύ 

{ƘŀǊŜ    ƛƴ    Ƨƻƛƴǘ 

Ŏƻǎǘǎ 

мнΣрлΣллл рΣллΣллл 

tǊƻŬǘ оΣрлΣллл мΣплΣллл 

tǊƻŘǳŎǘ ! ǎƘƻǳƭŘ ōŜ ǎƻƭŘ ŀǘ ǎǇƭƛǘ ƻũ Ǉƻƛƴǘ ŀƴŘ ǇǊƻŘǳŎǘ . ŀƊŜǊ ǇǊƻŎŜǎǎƛƴƎ ōŜŎŀǳǎŜ ƻŦ ƘƛƎƘŜǊ 

ǇǊƻŬǘŀōƛƭƛǘȅΦ 
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моΦ 

{ǘŀǘŜƳŜƴǘ ƻŦ Wƻƛƴǘ /ƻǎǘ ŀƭƭƻŎŀǝƻƴ ƻŦ ƛƴǾŜƴǘƻǊƛŜǎ ƻŦ ·Σ ¸ ŀƴŘ ½ 

ό.ȅ ǳǎƛƴƎ bŜǘ wŜŀƭƛǎŀōƭŜ ±ŀƭǳŜ aŜǘƘƻŘύ 

 tǊƻŘǳŎǘǎ ¢ƻǘŀƭ 

ό ύ  · ό ύ ¸ ό ύ ½ ό ύ 

Cƛƴŀƭ ǎŀƭŜǎ ǾŀƭǳŜ ƻŦ ǘƻǘŀƭ 

ǇǊƻŘǳŎǝƻƴ ό²ƻǊƪƛƴƎ bƻǘŜ мύ 

млΣфуΣллл 

όосс Ҏ 

оΣлллύ 

моΣнлΣтрл 

όрут Ҏ  

нΣнрлύ 

ммΣпмΣрлл 

όтсм Ҏ  

мΣрллύ 

ммΣпмΣрлл 

όтсм Ҏ  

мΣрллύ 

[ŜǎǎΥ !ŘŘƛǝƻƴŀƭ Ŏƻǎǘ    ππ ππ όсΣнлΣлллύ όсΣнлΣлллύ 

bŜǘ ǊŜŀƭƛǎŀōƭŜ ǾŀƭǳŜ όŀǘ ǎǇƭƛǘπƻũ 

Ǉƻƛƴǘύ 

млΣфуΣллл моΣнлΣтрл рΣнмΣрлл нфΣплΣнрл 

Wƻƛƴǘ Ŏƻǎǘ ŀƭƭƻŎŀǘŜŘ ό²ƻǊƪƛƴƎ 

bƻǘŜ нύ 

пΣссΣтфт рΣсмΣпфс нΣнмΣтлт мнΣрлΣллл 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ ŀǎ ƻƴ aŀǊŎƘ омΣ нлнл 

ό.ȅ ǳǎƛƴƎ bŜǘ wŜŀƭƛǎŀōƭŜ ±ŀƭǳŜ aŜǘƘƻŘύ 

 tǊƻŘǳŎǘǎ ¢ƻǘŀƭ 

ό ύ  · ό ύ ¸ ό ύ ½ ό ύ 

!ƭƭƻŎŀǘŜŘ Ƨƻƛƴǘ Ŏƻǎǘ  пΣссΣтфт рΣсмΣпфс нΣнмΣтлт мнΣрлΣллл 

!ŘŘƛǝƻƴŀƭ Ŏƻǎǘǎ  ππ ππ сΣнлΣллл сΣнлΣллл 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ŀǾŀƛƭŀōƭŜ ŦƻǊ ǎŀƭŜ 

ό/D!{ύ 

пΣссΣтфт рΣсмΣпфс уΣпмΣтлт муΣтлΣллл 

[ŜǎǎΥ /ƻǎǘ ƻŦ ŜƴŘƛƴƎ ƛƴǾŜƴǘƻǊȅ 

ό²ƻǊƪƛƴƎ bƻǘŜ мύ 

нΣнфΣртм 

ό/D!{ҎпфΦму҈ύ 

 

ртΣоур 

ό/D!{ Ҏ 

млΦнн҈ύ 

нтΣсфн 

ό/D!{ Ҏ оΦнф҈ύ 

оΣмпΣспу 

 

/ƻǎǘ ƻŦ ƎƻƻŘǎ ǎƻƭŘ  нΣотΣннс рΣлпΣммм уΣмпΣлмр мрΣррΣорн 

²ƻǊƪƛƴƎ bƻǘŜǎ 

мΦ ¢ƻǘŀƭ ǇǊƻŘǳŎǝƻƴ ƻŦ ǘƘǊŜŜ ǇǊƻŘǳŎǘǎ ŦƻǊ ǘƘŜ ȅŜŀǊ нлмфπнлнл 

tǊƻŘǳŎǘǎ 

 

vǳŀƴǝǘȅ ǎƻƭŘ 

ƛƴ ǘƻƴŜǎ 

όнύ 

vǳŀƴǝǘȅ ƻŦ ŜƴŘƛƴƎ 

ƛƴǾŜƴǘƻǊȅ ƛƴ ǘƻƴǎ 

όоύ 

¢ƻǘŀƭ ǇǊƻŘǳŎǝƻƴ 

όпύ Ґ ώόнύ Ҍ όоύϒ 

9ƴŘƛƴƎ ƛƴǾŜƴǘƻǊȅ 

ǇŜǊŎŜƴǘŀƎŜ ό҈ύ  

όмύ όрύ Ґ όоύκ όпύ 

· мус мул осс пфΦму 

 ̧ рнт сл рут млΦнн 

½ тос нр тсм оΦнф 

нΦ Wƻƛƴǘ Ŏƻǎǘ ŀǇǇƻǊǝƻƴŜŘ ǘƻ ŜŀŎƘ ǇǊƻŘǳŎǘΥ 

¢ƻǘŀƭ Wƻƛƴǘ /ƻǎǘκ ¢ƻǘŀƭ bŜǘ wŜŀƭƛǎŀōƭŜ ±ŀƭǳŜ Ȅ bŜǘ wŜŀƭƛǎŀōƭŜ ±ŀƭǳŜ ƻŦ ŜŀŎƘ ǇǊƻŘǳŎǘ 

¢ƻǘŀƭ Ŏƻǎǘ ƻŦ tǊƻŘǳŎǘ · Ґ   мнΣрлΣлллκ   нфΣплΣнрл Ȅ   млΣфуΣллл Ґ   пΣссΣтфт 

¢ƻǘŀƭ Ŏƻǎǘ ƻŦ tǊƻŘǳŎǘ ¸ Ґ   мнΣрлΣлллκ   нфΣплΣнрл Ȅ   моΣнлΣтрл Ґ   рΣсмΣпфс 
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¢ƻǘŀƭ Ŏƻǎǘ ƻŦ tǊƻŘǳŎǘ ½ Ґ   мнΣрлΣлллκ   нфΣплΣнрл Ȅ   рΣнмΣрллҐ   нΣнмΣтлт 

 

мпΦ 

ƛΦ {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǘƘŜ ŀǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Ƨƻƛƴǘ Ŏƻǎǘǎ ǘƻ !Σ . ŀƴŘ · 

tǊƻŘǳŎǘǎ ! . · ¢ƻǘŀƭ 

hǳǘǇǳǘ όƪƎύ муΣллл млΣллл рпΣллл  

{ŀƭŜǎ ǾŀƭǳŜ ŀǘ ǘƘŜ Ǉƻƛƴǘ ƻŦ ǎǇƭƛǘ ƻũ ό ύ 

фΣллΣллл пΣллΣллл рΣплΣллл муΣплΣллл 

ό  рл Ȅ 

муΣлллύ 

ό  пл Ȅ 

млΣлллύ 

ό  мл Ȅ 

рпΣлллύ 
 

Wƻƛƴǘ Ŏƻǎǘ ŀǇǇƻǊǝƻƴǎπ ƳŜƴǘ ƻƴ ǘƘŜ 

ōŀǎƛǎ ƻŦ ǎŀƭŜǎ ǾŀƭǳŜ ŀǘ ǘƘŜ Ǉƻƛƴǘ ƻŦ 

ǎǇƭƛǘ ƻũ ό ύ 

сΣолΣллл нΣулΣллл оΣтуΣллл мнΣууΣллл 

ό  

мнΣууΣлллκ  

муΣплΣллл Ȅ 

  фΣллΣллл 

ό  

мнΣууΣлллκ  

муΣплΣллл Ȅ 

  пΣллΣллл 

ό  

мнΣууΣлллκ  

муΣплΣллл Ȅ 

  рΣплΣллл 

 

ƛƛΦ {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǘƘŜ Ŏƻǎǘ ǇŜǊ ƪƎΦ ƻŦ ŜŀŎƘ ǇǊƻŘǳŎǘ 

όLƴŘƛŎŀǝƴƎ Ƨƻƛƴǘ ŎƻǎǘΤ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ŀƴŘ ǘƻǘŀƭ Ŏƻǎǘ ǎŜǇŀǊŀǘŜƭȅύ 

tǊƻŘǳŎǘǎ ! . · 

Wƻƛƴǘ Ŏƻǎǘǎ ŀǇǇƻǊǝƻƴŜŘ ό ύΥ όLύ сΣолΣллл нΣулΣллл оΣтуΣллл 

tǊƻŘǳŎǝƻƴ όƪƎύΥ όLLύ муΣллл млΣллл рпΣллл 

Wƻƛƴǘ Ŏƻǎǘ ǇŜǊ ƪƎ ό ύΥ όL ҏ LLύ ор ну т 

CǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ /ƻǎǘ ǇŜǊ ƪƎΦ ό ύ 

мл мр н 

  мΣулΣлллκ 

муΣллл ƪƎ 

  мΣрлΣлллκ 

млΣллл ƪƎ 

  мΣлуΣллл Ȅ 

рпΣлллƪƎ 

¢ƻǘŀƭ Ŏƻǎǘ ǇŜǊ ƪƎ ό ύ пр по ф 

ƛƛƛΦ {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǘƘŜ ǇǊƻŘǳŎǘ ǿƛǎŜ ŀƴŘ ǘƻǘŀƭ ǇǊƻŬǘ ŦƻǊ ǘƘŜ ǇŜǊƛƻŘ 

tǊƻŘǳŎǘǎ ! . · ¢ƻǘŀƭ 

{ŀƭŜǎ ǾŀƭǳŜ ό ύ мнΣнпΣллл нΣрлΣллл тΣфнΣллл   

!ŘŘΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ǾŀƭǳŜ ό ύ       
  

όwŜŦŜǊ ǘƻ ²ƻǊƪƛƴƎ ƴƻǘŜ нύ прΣллл нΣмрΣллл флΣллл 

±ŀƭǳŜ ƻŦ ǇǊƻŘǳŎǝƻƴ ό ύ мнΣсфΣллл пΣсрΣллл уΣунΣллл нсΣмсΣллл 

!ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ Ƨƻƛƴǘ Ŏƻǎǘ ό ύ сΣолΣллл нΣулΣллл оΣтуΣллл   

!ŘŘΥ CǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ό ύ мΣулΣллл мΣрлΣллл мΣлуΣллл   

¢ƻǘŀƭ Ŏƻǎǘ ό ύ уΣмлΣллл пΣолΣллл пΣусΣллл мтΣнсΣллл 

tǊƻŬǘ ό ύ пΣрфΣллл орΣллл оΣфсΣллл уΣфлΣллл 

²ƻǊƪƛƴƎ bƻǘŜǎ  

мΦ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
н
п
у 

tǊƻŘǳŎǘǎ ! . · 

{ŀƭŜǎ ǾŀƭǳŜ ό ύ мнΣнпΣллл нΣрлΣллл тΣфнΣллл 

vǳŀƴǝǘȅ ǎƻƭŘ όYƎǎΦύ мтΣллл рΣллл ппΣллл 

{ŜƭƭƛƴƎ ǇǊƛŎŜ  κƪƎ тн рл му 

    мнΣнпΣлллκмтΣлллƪƎ   нΣрлΣлллκрΣлллƪƎ   тΣфнΣлллκппΣлллƪƎ 

нΦ ±ŀƭǳŀǝƻƴ ƻŦ ŎƭƻǎƛƴƎ ǎǘƻŎƪΥ 

{ƛƴŎŜ ǘƘŜ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ƪƎ ƻŦ ǇǊƻŘǳŎǘǎ !Σ . ŀƴŘ · ƛǎ ƳƻǊŜ ǘƘŀƴ ǘƘŜƛǊ ǘƻǘŀƭ ŎƻǎǘǎΣ ǘƘŜǊŜŦƻǊŜ 

ŎƭƻǎƛƴƎ ǎǘƻŎƪ ǿƛƭƭ ōŜ ǾŀƭǳŜŘ ŀǘ ŎƻǎǘΦ 

tǊƻŘǳŎǘǎ ! . · ¢ƻǘŀƭ 

/ƭƻǎƛƴƎ ǎǘƻŎƪ όƪƎǎΦύ мΣллл рΣллл млΣллл   

/ƻǎǘ ǇŜǊ ƪƎ ό ύ пр по ф   

/ƭƻǎƛƴƎ ǎǘƻŎƪ ǾŀƭǳŜ ό ύ прΣллл нΣмрΣллл флΣллл оΣрлΣллл 

  ό  пр Ȅ мΣллл ƪƎύ ό  по Ȅ рΣллл ƪƎύ ό фȄмлΣллл ƪƎύ   

ƛǾΦ /ŀƭŎǳƭŀǝƻƴǎ ŦƻǊ ǇǊƻŎŜǎǎƛƴƎ ŘŜŎƛǎƛƻƴ 

tǊƻŘǳŎǘǎ ! . · 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ƪƎ ŀǘ ǘƘŜ Ǉƻƛƴǘ ƻŦ ǎǇƭƛǘ ƻũ ό ύ рл пл мл 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ƪƎ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ό ύ 
тн рл му 

όwŜŦŜǊ ǘƻ ǿƻǊƪƛƴƎ bƻǘŜ мύ 

LƴŎǊŜƳŜƴǘŀƭ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ƪƎ ό ύ нн мл у 

[ŜǎǎΥ CǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ǇŜǊ ƪƎ ό ύ πмл πмр πн 

LƴŎǊŜƳŜƴǘŀƭ ǇǊƻŬǘ όƭƻǎǎύ ǇŜǊ ƪƎ ό ύ мн πр с 

tǊƻŘǳŎǘ ! ŀƴŘ · Ƙŀǎ ŀƴ ƛƴŎǊŜƳŜƴǘŀƭ ǇǊƻŬǘ ǇŜǊ ǳƴƛǘ ŀƊŜǊ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎΣ ƘŜƴŎŜΣ ǘƘŜǎŜ ǘǿƻ 

ǇǊƻŘǳŎǘǎ Ƴŀȅ ōŜ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎŜŘΦ IƻǿŜǾŜǊΣ ŦǳǊǘƘŜǊ ǇǊƻŎŜǎǎƛƴƎ ƻŦ ǇǊƻŘǳŎǘ . ƛǎ ƴƻǘ ǇǊƻŬǘŀōƭŜ 

ƘŜƴŎŜΣ ǇǊƻŘǳŎǘ . ǎƘŀƭƭ ōŜ ǎƻƭŘ ŀǘ ǎǇƭƛǘ ƻũ ǇƻƛƴǘΦ 

 

 

  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
н
п
ф 

CHAPTER 11: MARGINAL COSTING 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

twh.[9a мΥ όa!¸ но ς р aŀǊƪǎύ 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ǇŜǊǘŀƛƴǎ ǘƻ ½. [ƛƳƛǘŜŘ ŦƻǊ ǘƘŜ ȅŜŀǊΥ 

tǊƻŬǘ ǾƻƭǳƳŜ Ǌŀǝƻ ол҈ 

aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅ όŀǎ ҈ ƻŦ ǘƻǘŀƭ ǎŀƭŜǎ нр҈ 

CƛȄŜŘ Ŏƻǎǘ   мнΣслΣллл 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

όƛύ .ǊŜŀƪ ŜǾŜƴ ǎŀƭŜǎ ǾŀƭǳŜ ό ύΦ 

όƛƛύ ¢ƻǘŀƭ ǎŀƭŜǎ ǾŀƭǳŜ ό ύ ŀǘ ǇǊŜǎŜƴǘΣ 

όƛƛƛύ tǊƻǇƻǎŜŘ ǎŀƭŜǎ ǾŀƭǳŜ ό ύ ƛŦ ŎƻƳǇŀƴȅ ǿŀƴǘǎ ǘƻ ŜŀǊƴ ǘƘŜ ǇǊŜǎŜƴǘ ǇǊƻŬǘ ŀƊŜǊ ǊŜŘǳŎǝƻƴ ƻŦ мл҈ ƛƴ 

ŬȄŜŘ ŎƻǎǘΣ 

όƛǾύ {ŀƭŜǎ ƛƴ ǾŀƭǳŜ ό ύ ǘƻ ōŜ ƳŀŘŜ ǘƻ ŜŀǊƴ ŀ ǇǊƻŬǘ ƻŦ нл҈ ƻƴ ǎŀƭŜǎ ŀǎǎǳƳƛƴƎ ŬȄŜŘ Ŏƻǎǘ ǊŜƳŀƛƴǎ 

ǳƴŎƘŀƴƎŜŘΣ 

όǾύ New Margin of Safety if the sales value at present as computed in (ii) decreased by 

12.5%. 

 

twh.[9a нΥ όbh± нн ς р aŀǊƪǎύ 

!./ [ǘŘ ǎŜƭƭǎ ƛǘǎ tǊƻŘǳŎǘ Ψ̧Ω ŀǘ ŀ ǇǊƛŎŜ ƻŦ   олл ǇŜǊ ǳƴƛǘ ŀƴŘ ƛǘǎ ǾŀǊƛŀōƭŜ Ŏƻǎǘ ƛǎ   мул ǇŜǊ ǳƴƛǘΦ ¢ƘŜ ŬȄŜŘ 

Ŏƻǎǘǎ ŀǊŜ   мсΣулΣллл ǇŜǊ ȅŜŀǊ ǳƴƛŦƻǊƳƭȅ ƛƴŎǳǊǊŜŘ ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ ȅŜŀǊΦ ¢ƘŜ tǊƻŬǘ ŦƻǊ ǘƘŜ ȅŜŀǊ ƛǎ   

тΣнлΣлллΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

ƛƛƛΦ .9t ƛƴ ǾŀƭǳŜ ό ύ ŀƴŘ ǳƴƛǘǎΦ 

ƛǾΦ aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅ 

ǾΦ tǊƻŬǘǎ ƳŀŘŜ ǿƘŜƴ ǎŀƭŜǎ ŀǊŜ нпΣллл ǳƴƛǘǎΦ 

ǾƛΦ {ŀƭŜǎ ƛƴ ǾŀƭǳŜ ό ύ ǘƻ ōŜ ƳŀŘŜ ǘƻ ŜŀǊƴ ŀ ƴŜǘ ǇǊƻŬǘ ƻŦ   млΣллΣллл ŦƻǊ ǘƘŜ ȅŜŀǊΦ 

 

twh.[9a оΥ όa!¸ нн ς р aŀǊƪǎύ 

¢ƻǇπǘŜŎƘ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎƻƳǇŀƴȅ ƛǎ ǇǊŜǎŜƴǘƭȅ ŜǾŀƭǳŀǝƴƎ ǘǿƻ ǇƻǎǎƛōƭŜ ƳŀŎƘƛƴŜǎ ŦƻǊ ǘƘŜ 

ƳŀƴǳŦŀŎǘǳǊŜ ƻŦ ǎǳǇŜǊƛƻǊ tŜƴπŘǊƛǾŜǎΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ƛǎ ŀǾŀƛƭŀōƭŜΥ 

tŀǊǝŎǳƭŀǊǎ aŀŎƘƛƴŜ ! aŀŎƘƛƴŜ . 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ   пллΦлл   пллΦлл 

±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ   нплΦлл   нслΦлл 

¢ƻǘŀƭ ŬȄŜŘ Ŏƻǎǘǎ ǇŜǊ ȅŜŀǊ   орл ƭŀƪƘǎ   нлл ƭŀƪƘǎ 

/ŀǇŀŎƛǘȅ όƛƴ ǳƴƛǘǎύ уΣллΣллл млΣллΣллл 
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wŜǉǳƛǊŜŘΥ 

ƛΦ wŜŎƻƳƳŜƴŘ ǿƘƛŎƘ ƳŀŎƘƛƴŜ ǎƘƻǳƭŘ ōŜ ŎƘƻǎŜƴΚ 

ƛƛΦ ²ƻǳƭŘ ȅƻǳ ŎƘŀƴƎŜ ȅƻǳǊ ŀƴǎǿŜǊΣ ƛŦ ȅƻǳ ǿŜǊŜ ƛƴŦƻǊƳŜŘ ǘƘŀǘ ƛƴ ƴŜŀǊ ŦǳǘǳǊŜ ŘŜƳŀƴŘ ǿƛƭƭ ōŜ 

ǳƴƭƛƳƛǘŜŘ ŀƴŘ ǘƘŜ ŎŀǇŀŎƛǝŜǎ ƻŦ ǘƘŜ ǘǿƻ ƳŀŎƘƛƴŜǎ ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΚ 

aŀŎƘƛƴŜ ! π мнΣллΣллл ǳƴƛǘǎ  

aŀŎƘƛƴŜ . π мнΣллΣллл ǳƴƛǘǎ  

²ƘȅΚ 

 

twh.[9a пΥ όa!¸ нн ς р aŀǊƪǎύ 

¦± [ƛƳƛǘŜŘ ǎǘŀǊǘŜŘ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǳƴƛǘ ŦǊƻƳ мǎǘ hŎǘƻōŜǊ нлнмΦ Lǘ ǇǊƻŘǳŎŜǎ ŘŜǎƛƎƴŜǊ ƭŀƳǇǎ ŀƴŘ ǎŜƭƭǎ 

ƛǘǎ ƭŀƳǇǎ ŀǘ   прл ǇŜǊ ǳƴƛǘΦ 

5ǳǊƛƴƎ ǘƘŜ ǉǳŀǊǘŜǊ ŜƴŘƛƴƎ ƻƴ омǎǘ 5ŜŎŜƳōŜǊΣ нлнмΣ ƛǘ ǇǊƻŘǳŎŜŘ ŀƴŘ ǎƻƭŘ мнΣллл ǳƴƛǘǎ ŀƴŘ ǎǳũŜǊŜŘ ŀ 

ƭƻǎǎ ƻŦ   ор ǇŜǊ ǳƴƛǘΦ 

5ǳǊƛƴƎ ǘƘŜ ǉǳŀǊǘŜǊ ŜƴŘƛƴƎ ƻƴ омǎǘ aŀǊŎƘΣ нлннΣ ƛǘ ǇǊƻŘǳŎŜŘ ŀƴŘ ǎƻƭŘ олΣллл ǳƴƛǘǎ ŀƴŘ ŜŀǊƴŜŘ ŀ 

ǇǊƻŬǘ ƻŦ   пл ǇŜǊ ǳƴƛǘΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

¢ƻǘŀƭ ŬȄŜŘ Ŏƻǎǘ ƛƴŎǳǊǊŜŘ ōȅ ¦± ƭǘŘΦ ǇŜǊ ǉǳŀǊǘŜǊΦ 

.ǊŜŀƪ 9ǾŜƴ ǎŀƭŜǎ ǾŀƭǳŜ όƛƴ ǊǳǇŜŜǎύ 

/ŀƭŎǳƭŀǘŜ tǊƻŬǘΣ ƛŦ ǘƘŜ ǎŀƭŜ ǾƻƭǳƳŜ ǊŜŀŎƘŜǎ рлΣллл ǳƴƛǘǎ ƛƴ ǘƘŜ ƴŜȄǘ ǉǳŀǊǘŜǊ όƛΦŜΦΣ ǉǳŀǊǘŜǊ ŜƴŘƛƴƎ ƻƴ 

олǘƘ WǳƴŜΣ нлннύΦ 

 

twh.[9a рΥ ό59/ нм  ς  мл aŀǊƪǎύ 

!½ ŎƻƳǇŀƴȅ Ƙŀǎ ǇǊŜǇŀǊŜŘ ƛǘǎ ōǳŘƎŜǘ ŦƻǊ ǘƘŜ ǇǊƻŘǳŎǝƻƴ ƻŦ нΣллΣллл ǳƴƛǘǎΦ ¢ƘŜ ǾŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ 

ƛǎ  мс ŀƴŘ ŬȄŜŘ Ŏƻǎǘ ƛǎ   п ǇŜǊ ǳƴƛǘΦ ¢ƘŜ ŎƻƳǇŀƴȅ ŬȄŜǎ ƛǘǎ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ǘƻ ŦŜǘŎƘ ŀ ǇǊƻŬǘ ƻŦ нл҈ ƻƴ ǘƻǘŀƭ 

ŎƻǎǘΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

όƛύ tǊŜǎŜƴǘ ōǊŜŀƪπŜǾŜƴ ǎŀƭŜǎ όƛƴ   ŀƴŘ ƛƴ ǉǳŀƴǝǘȅύΦ 

όƛƛύ tǊŜǎŜƴǘ ǇǊƻŬǘπǾƻƭǳƳŜ ǊŀǝƻΦ 

όƛƛƛύ wŜǾƛǎŜŘ ōǊŜŀƪπŜǾŜƴ ǎŀƭŜǎ ƛƴ   ŀƴŘ ǘƘŜ ǊŜǾƛǎŜŘ ǇǊƻŬǘπǾƻƭǳƳŜ ǊŀǝƻΣ ƛŦ ƛǘ ǊŜŘǳŎŜǎ ƛǘǎ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ōȅ 

мл҈Φ 

όƛǾύ What would be revised sales- in quantity and the amount, if a company desires a profit increase 

of 20% more than the budgeted profit and selling price is reduced by 10% as above in point (iii). 

 

twh.[9a сΥ όW¦[ нм ς р aŀǊƪǎύ 

[w [ǘŘΦ ƛǎ ŎƻƴǎƛŘŜǊƛƴƎ ǘǿƻ ŀƭǘŜǊƴŀǝǾŜ ƳŜǘƘƻŘǎ ǘƻ ƳŀƴǳŦŀŎǘǳǊŜ ŀ ƴŜǿ ǇǊƻŘǳŎǘ ƛǘ ƛƴǘŜƴŘǎ ǘƻ ƳŀǊƪŜǘΦ 

¢ƘŜ ǘǿƻ ƳŜǘƘƻŘǎ ƘŀǾŜ ŀ ƳŀȄƛƳǳƳ ƻǳǘǇǳǘ ƻŦ рлΣллл ǳƴƛǘǎ ŜŀŎƘ ŀƴŘ ǇǊƻŘǳŎŜ ƛŘŜƴǝŎŀƭ ƛǘŜƳǎ ǿƛǘƘ ŀ 

ǎŜƭƭƛƴƎ ǇǊƛŎŜ ƻŦ   нр ŜŀŎƘΦ  
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¢ƘŜ Ŏƻǎǘǎ ŀǊŜΥ 

 aŜǘƘƻŘπм {ŜƳƛπ!ǳǘƻƳŀǝŎ ό ύ aŜǘƘƻŘπн Cǳƭƭȅπ!ǳǘƻƳŀǝŎ ό ύ 

±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ мр мл 

CƛȄŜŘ Ŏƻǎǘǎ мΣллΣллл оΣллΣллл 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

1. Cost Indifference Point in units. Interpret your results. 

2. The Break-even Point of each method in terms of units. 

 

twh.[9a тΥ όW!b нм ς р aŀǊƪǎύ 

5ǳǊƛƴƎ ŀ ǇŀǊǝŎǳƭŀǊ ǇŜǊƛƻŘΣ !./ [ǘŘ Ƙŀǎ ŦǳǊƴƛǎƘŜŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŘŀǘŀΥ  

{ŀƭŜǎ млΣллΣллл 

/ƻƴǘǊƛōǳǝƻƴ ǘƻ ǎŀƭŜǎ Ǌŀǝƻ от҈ ŀƴŘ  

aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ ƛǎ нр҈ ƻŦ ǎŀƭŜǎΦ 

! ŘŜŎǊŜŀǎŜ ƛƴ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ŀƴŘ ŘŜŎǊŜŀǎŜ ƛƴ ǘƘŜ ŬȄŜŘ Ŏƻǎǘ ŎƻǳƭŘ ŎƘŀƴƎŜ ǘƘŜ ϦŎƻƴǘǊƛōǳǝƻƴ   ǘƻ ǎŀƭŜǎ 

ǊŀǝƻϦ ǘƻ ол҈ ŀƴŘ ϦƳŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅϦ ǘƻ пл҈ ƻŦ ǘƘŜ ǊŜǾƛǎŜŘ ǎŀƭŜǎΦ /ŀƭŎǳƭŀǘŜΥ 

ƛΦ Revised Fixed Cost. 

ƛƛΦ Revised Sales and 

ƛƛƛΦ New Break-Even Point. 

 

twh.[9a у Υ όW!b нм ς мл aŀǊƪǎύ 

¢ǿƻ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎƻƳǇŀƴƛŜǎ ! ŀƴŘ . ŀǊŜ ǇƭŀƴƴƛƴƎ ǘƻ ƳŜǊƎŜΦ ¢ƘŜ ŘŜǘŀƛƭǎ ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

  ! . 

/ŀǇŀŎƛǘȅ ǳǝƭƛǎŀǝƻƴ ό҈ύ фл сл 

{ŀƭŜǎ ό ύ соΣллΣллл пуΣллΣллл 

±ŀǊƛŀōƭŜ /ƻǎǘ ό ύ офΣслΣллл ннΣрлΣллл 

CƛȄŜŘ /ƻǎǘ ό ύ моΣллΣллл мрΣллΣллл 

!ǎǎǳƳƛƴƎ ǘƘŀǘ ǘƘŜ ǇǊƻǇƻǎŀƭ ƛǎ ƛƳǇƭŜƳŜƴǘŜŘΣ ŎŀƭŎǳƭŀǘŜΥ 

όƛύ Break-Even sales of the merged plant and the capacity utilization at that stage. 

όƛƛύ Profitability of the merged plant at 80% capacity utilization. 

όƛƛƛύ Sales Turnover of the merged plant to earn a profit of   60,00,000. 

όƛǾύ When the merged plant is working at a capacity to earn a profit of   60,00,000, what 

percentage of increase in selling price is required to sustain an increase of 5% in fixed overheads. 

 

twh.[9a фΥ όbh± нл ς р aŀǊƪǎύ 

aƻƻƴ [ǘŘΦ ǇǊƻŘǳŎŜǎ ǇǊƻŘǳŎǘǎ ϥ·ϥΣ ϥ¸ϥ ŀƴŘ ϥ½ϥ ŀƴŘ Ƙŀǎ ŘŜŎƛŘŜŘ ǘƻ ŀƴŀƭȅǎŜ ƛǘǎ ǇǊƻŘǳŎǝƻƴ ƳƛȄ ƛƴ ǊŜǎǇŜŎǘ 

ƻŦ ǘƘŜǎŜ ǘƘǊŜŜ ǇǊƻŘǳŎǘǎ π ϥ·ϥΣ ϥ¸ϥ ŀƴŘ ϥ½ϥΦ 

¸ƻǳ ƘŀǾŜ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ 
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t
ŀ
Ǝ
Ŝ
н
р
н 

 ·  ̧ ½ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭǎ   όǇŜǊ ǳƴƛǘύ мсл мнл ул 

±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘǎ   όǇŜǊ ǳƴƛǘύ у нл мн 

5ƛǊŜŎǘ ƭŀōƻǳǊΥ    

 

5ŜǇŀǊǘƳŜƴǘǎΥ wŀǘŜ ǇŜǊ IƻǳǊ ό ύ IƻǳǊǎ ǇŜǊ ǳƴƛǘ IƻǳǊǎ ǇŜǊ ǳƴƛǘ IƻǳǊǎ ǇŜǊ ǳƴƛǘ 

  ·  ̧ ½ 

5ŜǇŀǊǘƳŜƴǘπ! п с мл р 

5ŜǇŀǊǘƳŜƴǘπ. у с мр мм 

CǊƻƳ ǘƘŜ ŎǳǊǊŜƴǘ ōǳŘƎŜǘΣ ŦǳǊǘƘŜǊ ŘŜǘŀƛƭǎ ŀǊŜ ŀǎ ōŜƭƻǿΥ 

 ·  ̧ ½ 

!ƴƴǳŀƭ tǊƻŘǳŎǝƻƴ ŀǘ ǇǊŜǎŜƴǘ όƛƴ ǳƴƛǘǎύ млΣллл мнΣллл нлΣллл 

9ǎǝƳŀǘŜŘ {ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ǳƴƛǘ ό ύ омн плл нпл 

{ŀƭŜǎ ŘŜǇŀǊǘƳŜƴǘǎ ŜǎǝƳŀǘŜ ƻŦ ǇƻǎǎƛōƭŜ ǎŀƭŜǎ ƛƴ ǘƘŜ ŎƻƳƛƴƎ ȅŜŀǊ όƛƴ 

ǳƴƛǘǎύ 

мнΣллл мсΣллл нпΣллл 

¢ƘŜǊŜ ƛǎ ŀ ŎƻƴǎǘǊŀƛƴǘ ƻƴ ǎǳǇǇƭȅ ƻŦ ƭŀōƻǳǊ ƛƴ 5ŜǇŀǊǘƳŜƴǘπ! ŀƴŘ ƛǘǎ ƳŀƴǇƻǿŜǊ Ŏŀƴƴƻǘ ōŜ ƛƴŎǊŜŀǎŜŘ 

ōŜȅƻƴŘ ƛǘǎ ǇǊŜǎŜƴǘ ƭŜǾŜƭΦ 

wŜǉǳƛǊŜŘΥ 

i. Identify the best possible product mix of Moon Ltd. 

ii. Calculate the total contribution from the best possible product mix. 

 

twh.[9a млΥ όbh± мф ς р aŀǊƪǎύ 

²ƘŜƴ ǾƻƭǳƳŜ ƛǎ пΣллл ǳƴƛǘǎΤ ŀǾŜǊŀƎŜ Ŏƻǎǘ ƛǎ   оΦтр ǇŜǊ ǳƴƛǘΦ ²ƘŜƴ ǾƻƭǳƳŜ ƛǎ рΣллл ǳƴƛǘǎΣ ŀǾŜǊŀƎŜ Ŏƻǎǘ 

ƛǎ   оΦрл ǇŜǊ ǳƴƛǘΦ ¢ƘŜ .ǊŜŀƪπ9ǾŜƴ Ǉƻƛƴǘ ƛǎ сΣллл ǳƴƛǘǎΦ 

/ŀƭŎǳƭŀǘŜΥ  

όƛύ Variable Cost per unit  

όƛƛύ Fixed Cost and 

όƛƛƛύ Profit Volume Ratio. 

 

twh.[9a мм Υ όbh± мф ς мл aŀǊƪǎύ 

tW [ǘŘ ƳŀƴǳŦŀŎǘǳǊŜǎ ƘƻŎƪŜȅ ǎǝŎƪǎΦ Lǘ ǎŜƭƭǎ ǘƘŜ ǇǊƻŘǳŎǘǎ ŀǘ   рлл ŜŀŎƘ ŀƴŘ ƳŀƪŜǎ ŀ ǇǊƻŬǘ ƻŦ   мнр ƻƴ 

ŜŀŎƘ ǎǝŎƪΦ ¢ƘŜ /ƻƳǇŀƴȅ ƛǎ ǇǊƻŘǳŎƛƴƎ рΣллл ǎǝŎƪǎ ŀƴƴǳŀƭƭȅ ōȅ ǳǎƛƴƎ рл҈ ƻŦ ƛǘǎ ƳŀŎƘƛƴŜǊȅ ŎŀǇŀŎƛǘȅΦ 

¢ƘŜ Ŏƻǎǘ ƻŦ ŜŀŎƘ ǎǝŎƪ ƛǎ ŀǎ ǳƴŘŜǊΥ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ   мрл 

5ƛǊŜŎǘ ²ŀƎŜǎ   рл 

²ƻǊƪǎ hǾŜǊƘŜŀŘ   мнр όрл҈ ŬȄŜŘύ 
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{ŜƭƭƛƴƎ 9ȄǇŜƴǎŜǎ   рл όнр҈ ǾŀǊƛŀōƭŜύ 

¢ƘŜ ŀƴǝŎƛǇŀǝƻƴ ŦƻǊ ǘƘŜ ƴŜȄǘ ȅŜŀǊ ƛǎ ǘƘŀǘ Ŏƻǎǘ ǿƛƭƭ Ǝƻ ǳǇ ŀǎ ǳƴŘŜǊΥ 

CƛȄŜŘ /ƘŀǊƎŜǎ мл҈ 

5ƛǊŜŎǘ ²ŀƎŜǎ нл҈ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ р҈ 

¢ƘŜǊŜ ǿƛƭƭ ƴƻǘ ōŜ ŀƴȅ ŎƘŀƴƎŜ ƛƴ ǎŜƭƭƛƴƎ ǇǊƛŎŜΦ  

¢ƘŜǊŜ ƛǎ ŀƴ ŀŘŘƛǝƻƴŀƭ ƻǊŘŜǊ ŦƻǊ нΣллл ǎǝŎƪǎ ƛƴ ǘƘŜ ƴŜȄǘ ȅŜŀǊΦ  

/ŀƭŎǳƭŀǘŜ ǘƘŜ ƭƻǿŜǎǘ ǇǊƛŎŜ ǘƘŀǘ Ŏŀƴ ōŜ ǉǳƻǘŜŘ ǎƻ ǘƘŀǘ ǘƘŜ /ƻƳǇŀƴȅ Ŏŀƴ ŜŀǊƴ ǘƘŜ ǎŀƳŜ ǇǊƻŬǘ ŀǎ ƛǘ Ƙŀǎ 

ŜŀǊƴŜŘ ƛƴ ǘƘŜ ŎǳǊǊŜƴǘ ȅŜŀǊΚ 

 

twh.[9a мнΥ όa!¸ мф ς р aŀǊƪǎύ 

aκǎ DŀǳǊŀǾ tǊƛǾŀǘŜ [ƛƳƛǘŜŘ ƛǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŀƴŘ ǎŜƭƭƛƴƎ ǘǿƻ ǇǊƻŘǳŎǘǎΥ ϥ.[!/Yϥ ŀƴŘ ϥ²IL¢9ϥ ŀǘ ǎŜƭƭƛƴƎ 

ǇǊƛŎŜ ƻŦ   нл ŀƴŘ   ол ǊŜǎǇŜŎǝǾŜƭȅΦ 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǎŀƭŜǎ ǎǘǊŀǘŜƎȅ Ƙŀǎ ōŜŜƴ ƻǳǘƭƛƴŜŘ ŦƻǊ ǘƘŜ ŬƴŀƴŎƛŀƭ ȅŜŀǊ нлмфπнлΥ 

i. Sales planned for the year will be   81,00,000 in the case of 'BLACK' and   54,00,000 in the case 

of 'WHITE'. 

ii. The selling price of 'BLACK' will be reduced by 10% and that of 'WHITE' by 20%. 

iii. Break-even is planned at 70% of the total sales of each product. 

iv. Profit for the year to be maintained at   8,26,200 in the case of 'BLACK' and   7,45,200 in the 

case of 'WHITE'. This would be possible by reducing the present annual fixed cost of   42,00,000 

allocated as   22,00,000 to 'BLACK' and   20,00,000 to 'WHITE'. 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

1) Number of units to be sold of 'BLACK' and 'WHITE' to Break even during the financial year 2019-

20. 

2) Amount of reduction in fixed cost product-wise to achieve desired profit mentioned at (iv) above. 

 

twh.[9a моΥ όbh± му ς мл aŀǊƪǎύ 

! ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎƻƳǇŀƴȅ ƛǎ ǇǊƻŘǳŎƛƴƎ ŀ ǇǊƻŘǳŎǘ ϥ!ϥ ǿƘƛŎƘ ƛǎ ǎƻƭŘ ƛƴ ǘƘŜ ƳŀǊƪŜǘ ŀǘ  пр ǇŜǊ ǳƴƛǘΦ ¢ƘŜ 

ŎƻƳǇŀƴȅ Ƙŀǎ ǘƘŜ ŎŀǇŀŎƛǘȅ ǘƻ ǇǊƻŘǳŎŜ плллл ǳƴƛǘǎ ǇŜǊ ȅŜŀǊΦ ¢ƘŜ ōǳŘƎŜǘ ŦƻǊ ǘƘŜ ȅŜŀǊ нлмуπмф ǇǊƻƧŜŎǘǎ 

ŀ ǎŀƭŜ ƻŦ олллл ǳƴƛǘǎΦ 

¢ƘŜ Ŏƻǎǘǎ ƻŦ ŜŀŎƘ ǳƴƛǘ ŀǊŜ ŜȄǇŜŎǘŜŘ ŀǎ ǳƴŘŜǊΥ 

   

aŀǘŜǊƛŀƭǎ мн 

²ŀƎŜǎ ф 

hǾŜǊƘŜŀŘǎ с 

aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ ƛǎ   пΣмнΣрллΦ  

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
н
р
п 

i. calculate fixed cost and break-even point. 

ii. calculate the volume of sales to earn profit of 20% on sales. 

iii. if management is willing to invest   10,00,000 with an expected return of 20%, calculate units to 

be sold to earn this profit. 

iv. Management expects additional sales if the selling price is reduced to   44. Calculate units to be 

sold to achieve the same profit as desired in above (iii). 

 

twh.[9a мпΥ όa!¸ му ς р aŀǊƪǎύ 

CƻƭƭƻǿƛƴƎ ŬƎǳǊŜǎ ƘŀǾŜ ōŜŜƴ ŜȄǘǊŀŎǘŜŘ ŦǊƻƳ ǘƘŜ ōƻƻƪǎ ƻŦ aκǎΦ w{¢ tǊƛǾŀǘŜ [ƛƳƛǘŜŘΥ 

CLb!b/L![ ¸9!w {![9{ ό ύ twhCL¢κ[h{{ ό ύ 

нлмсπмт пΣллΣллл мрΣлллόƭƻǎǎύ 

нлмтπму рΣллΣллл мрΣллл όtǊƻŬǘύ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

i. Profit Volume Ratio 

ii. Fixed Costs 

iii. Break Even Point 

iv. Sales required to earn a profit of   45,000. 

v. Margin of Safety in Financial Year 2017-18. 

 

twh.[9a мрΥ όa!¸ му ς мл aŀǊƪǎύ 

tI DŜƳǎ [ǘŘΦ ƛǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǊŜŀŘȅƳŀŘŜ ǎǳƛǘǎΦ Lǘ Ƙŀǎ ŀƴƴǳŀƭ ǇǊƻŘǳŎǝƻƴ ŎŀǇŀŎƛǘȅ ƻŦ нΣллл ǇƛŜŎŜǎΦ 

¢ƘŜ /ƻǎǘ !ŎŎƻǳƴǘŀƴǘ Ƙŀǎ ǇǊŜǎŜƴǘŜŘ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ŦƻǊ ǘƘŜ ȅŜŀǊ ǘƻ ǘƘŜ ƳŀƴŀƎŜƳŜƴǘΥ 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

{ŀƭŜǎ мΣрлл ǇƛŜŎŜǎ Ϫ   мΣулл ǇŜǊ ǇƛŜŎŜ  нтΣллΣллл 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ рΣфпΣнлл  

5ƛǊŜŎǘ [ŀōƻǳǊ пΣпнΣслл  

hǾŜǊƘŜŀŘǎ όпл҈ CƛȄŜŘύ ммΣфтΣллл ннΣооΣулл 

bŜǘ tǊƻŬǘ  пΣссΣолл 

9ǾŀƭǳŀǘŜ ŦƻƭƭƻǿƛƴƎ ƻǇǝƻƴǎΥ 

i. If selling price is increased by   200, the sales will come down to 60% of the total annual 

capacity. Should the company increase its selling price? 

ii. The company can earn a profit of 20% on sales if the company provide TIEPIN with ready-made 

suit. The cost of each TIEPIN is   18. Calculate the sales to earn a profit of 20% on sales. 
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t!w¢ ς .Υ όw9±L{Lhb ¢9{¢ t!t9w{ύ 

twh.[9a мсΥ όbh± ноύ 

A dairy product company manufacturing baby food with a shelf life of one year furnishes the 

following information: 

όƛύ On 1st April, 2023, the company has an opening stock of 20,000 packets whose variable cost is   

180 per packet. 

όƛƛύ In 2022-23, production was 1,20,000 packets and the expected production in 2023-24 is 

1,50,000 packets. Expected sales for 2023-24 is 1,60,000 packets. 

όƛƛƛύ In 2022-23, fixed cost per unit was   60 and it is expected to increase by 10% in 2023-24. The 

variable cost is expected to increase by 25%. Selling price for 2023-24 has been fixed at   300 

per packet. 

You are required to calculate the Break-even volume in units for 2023-24. 

 

twh.[9a мтΥ όa!¸ ноύ 

The following data are available from the budget records of Finesign Women's Handbag Company 

for the forthcoming budget period. 

  

Selling Price per unit 1000 

Variable cost per unit:  

Cost of Material used 750.00 

Sales commission 50.00 

Total Variable Cost 800.00 

Annual fixed expenses:  

Rent 7,00,000 

Salaries 11,00,000 

Other fixed expenses 5,00,000 

Total Fixed Cost 23,00,000 

Although the firm manufactures Bags with different styles, they have identical purchase costs and 

selling price. 

wŜǉǳƛǊŜƳŜƴǘΥ 

όŀύ What is the annual break-even point both in terms of units and value? 

όōύ If the store manager is paid 1 per cent commission on sales, what would be the annual break-

even point both in terms of units and value? 

όŎύ If the firm decides to pay a fixed salary of   9,00,000 in lieu of sales commission, what would be 

the annual break-even point in terms of units and value. 

Considering break-even point in requirement (a), If the stores manager is paid 2 per cent 

commission on each bag sold in excess of the break-even point, what would be the profit if 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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20000 bags were sold. 

 

twh.[9a му Υ όbh± ннύ 

RPP Manufacturers is approached by an international customer for one-time special order similar to 

one offered to its domestic customers. Per unit data for sales to regular customers is provided below: 

Direct material   693 

Direct labour   315 

Variable manufacturing support   504 

Fixed manufacturing support   1092 

Total manufacturing costs   2604 

Markup (50%)   1302 

Targeted selling price   3906 

It is provided that RPP Manufacturers has excess capacity. Required: 

(i) WHAT is the full cost of the product per unit? 

(ii) WHAT is the contribution margin per unit? 

(iii) WHICH costs are relevant for making the decision regarding this one-time special order? WHY? 

(iv) For RPP Manufacturers, WHAT is the minimum acceptable price of this one- time-special order 

only 

(v) For this one-time-only special order, SHOULD RPP Manufacturers consider a price of   2100 per 

unit? WHY or why not? 

 

twh.[9a мф Υ όa!¸ ннύ 

A Limited manufactures three different products and the following information has been collected 

from the books of accounts: 

 Products 

S T U 

Sales Mix 25% 35% 40% 

Selling Price   600  800  400 

Variable Cost   300  400  240 

Total Fixed Costs   36,00,000 

Total Sales  1,20,00,000 

The company has currently under discussion, a proposal to discontinue the manufacture of Product 

U and replace it with Product M, when the following results are anticipated: 

 Products 

S T M 

Sales Mix 40% 35% 25% 
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Selling Price 600   800   600 

Variable Cost 300   400   300 

Total Fixed Costs   36,00,000 

Total Sales  1,28,00,000 

 

Required: 

(i) COMPUTE the PV ratio, total contribution, profit and Break-even sales for the existing 

product mix. 

(ii)  COMPUTE the PV ratio, total contribution, profit and Break-even sales for the 

proposed product mix 

 

twh.[9a нлΥ όbh± нмύ 

! ŎƻƳǇŀƴȅ Ƙŀǎ ǘƘǊŜŜ ŦŀŎǘƻǊƛŜǎ ǎƛǘǳŀǘŜŘ ƛƴ bƻǊǘƘΣ 9ŀǎǘ ŀƴŘ {ƻǳǘƘ ǿƛǘƘ ƛǘǎ IŜŀŘ hŶŎŜ ƛƴ aǳƳōŀƛΦ ¢ƘŜ 

aŀƴŀƎŜƳŜƴǘ Ƙŀǎ ǊŜŎŜƛǾŜŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǎǳƳƳŀǊȅ ǊŜǇƻǊǘ ƻƴ ǘƘŜ ƻǇŜǊŀǝƻƴǎ ƻŦ ŜŀŎƘ ŦŀŎǘƻǊȅ ŦƻǊ ŀ 

ǇŜǊƛƻŘΥ 

ό  ƛƴ Ψлллύ 

CŀŎǘƻǊȅ {ŀƭŜǎ tǊƻŬǘ 

!Ŏǘǳŀƭ hǾŜǊ κ ό¦ƴŘŜǊύ .ǳŘƎŜǘ !Ŏǘǳŀƭ hǾŜǊ κ ό¦ƴŘŜǊύ .ǳŘƎŜǘ 

bƻǊǘƘ мΣмлл όпллύ мор όмулύ 

9ŀǎǘ мΣпрл мрл нмл фл 

{ƻǳǘƘ мΣнлл όнллύ оол όммлύ 

 

/![/¦[!¢9 ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŦƻǊ ŜŀŎƘ ŦŀŎǘƻǊȅ ŀƴŘ ŦƻǊ ǘƘŜ ŎƻƳǇŀƴȅ ŀǎ ŀ ǿƘƻƭŜ ŦƻǊ ǘƘŜ ǇŜǊƛƻŘΥ  

όƛύ     CƛȄŜŘ /ƻǎǘ 

όƛƛύ    .ǊŜŀƪπŜǾŜƴ {ŀƭŜǎ 

 

twh.[9a нм Υ όw¢t a!¸ нмύ 

!Řƛǘȅŀ [ƛƳƛǘŜŘ ƳŀƴǳŦŀŎǘǳǊŜǎ ǘƘǊŜŜ ŘƛũŜǊŜƴǘ ǇǊƻŘǳŎǘǎ ŀƴŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ Ƙŀǎ ōŜŜƴ 

ŎƻƭƭŜŎǘŜŘ ŦǊƻƳ ǘƘŜ ōƻƻƪǎ ƻŦ ŀŎŎƻǳƴǘǎΥ 

 tǊƻŘǳŎǘǎ 

S T U 

{ŀƭŜǎ aƛȄ ор҈ ор҈ ол҈ 

{ŜƭƭƛƴƎ tǊƛŎŜ   олл плл   нлл 

±ŀǊƛŀōƭŜ /ƻǎǘ   мрл нлл   мнл 

¢ƻǘŀƭ CƛȄŜŘ /ƻǎǘǎ     муΣллΣллл 

¢ƻǘŀƭ {ŀƭŜǎ     слΣллΣллл 

 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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¢ƘŜ ŎƻƳǇŀƴȅ Ƙŀǎ ŎǳǊǊŜƴǘƭȅ ǳƴŘŜǊ ŘƛǎŎǳǎǎƛƻƴΣ ŀ ǇǊƻǇƻǎŀƭ ǘƻ ŘƛǎŎƻƴǝƴǳŜ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊŜ ƻŦ tǊƻŘǳŎǘ ¦ 

ŀƴŘ ǊŜǇƭŀŎŜ ƛǘ ǿƛǘƘ tǊƻŘǳŎǘ aΣ ǿƘŜƴ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǊŜǎǳƭǘǎ ŀǊŜ ŀƴǝŎƛǇŀǘŜŘΥ 

 tǊƻŘǳŎǘǎ 

S T M 

{ŀƭŜǎ aƛȄ рл҈ нр҈ нр҈ 

{ŜƭƭƛƴƎ tǊƛŎŜ   олл   плл   олл 

±ŀǊƛŀōƭŜ /ƻǎǘ   мрл   нлл   мрл 

¢ƻǘŀƭ CƛȄŜŘ /ƻǎǘǎ     муΣллΣллл 

¢ƻǘŀƭ {ŀƭŜǎ     спΣллΣллл 

 

wŜǉǳƛǊŜŘ 

ƛΦ COMPUTE the PV ratio, total contribution, profit and Break-even sales for the existing product 

mix. 

ƛƛΦ COMPUTE the PV ratio, total contribution, profit and Break-even sales for the proposed product 

mix. 

 

twh.[9a нн Υ όw¢t bh± нлύ 

W [ǘŘΦ ƳŀƴǳŦŀŎǘǳǊŜǎ ŀ tǊƻŘǳŎǘπ̧Φ !ƴŀƭȅǎƛǎ ƻŦ ƛƴŎƻƳŜ ǎǘŀǘŜƳŜƴǘ ƛƴŘƛŎŀǘŜŘ ŀ ǇǊƻŬǘ ƻŦ   нрл ƭŀƪƘǎ ƻƴ ŀ 

ǎŀƭŜǎ ǾƻƭǳƳŜ ƻŦ рΣллΣллл ǳƴƛǘǎΦ CƛȄŜŘ Ŏƻǎǘǎ ŀǊŜ  мΣллл ƭŀƪƘǎ ǿƘƛŎƘ ŀǇǇŜŀǊǎ ǘƻ ōŜ ƘƛƎƘΦ 9ȄƛǎǝƴƎ ǎŜƭƭƛƴƎ 

ǇǊƛŎŜ ƛǎ  сул ǇŜǊ ǳƴƛǘΦ ¢ƘŜ ŎƻƳǇŀƴȅ ƛǎ ŎƻƴǎƛŘŜǊƛƴƎ ǊŜǾƛǎƛƴƎ ǘƘŜ ǇǊƻŬǘ ǘŀǊƎŜǘ ǘƻ   тлл ƭŀƪƘǎΦ ¸ƻǳ ŀǊŜ 

ǊŜǉǳƛǊŜŘ ǘƻ /hat¦¢9 ς 

i. Break- even point at existing levels in units and in rupees. 

ii. The number of units required to be sold to earn the target profit. 

iii. Profit with 10% increase in selling price and drop in sales volume by 10%. 

iv. Volume to be achieved to earn target profit at the revised selling price as calculated   in (ii) above, 

if a reduction of 10% in the variable costs and   170 lakhs in the fixed cost is envisaged. 

 

twh.[9a но Υ όw¢t a!¸ нлύ 

! [ǘŘΦ ƳŀƴǳŦŀŎǘǳǊŜ ŀƴŘ ǎŀƭŜǎ ƛǘǎ ǇǊƻŘǳŎǘ wπфΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ŬƎǳǊŜǎ ƘŀǾŜ ōŜŜƴ ŎƻƭƭŜŎǘŜŘ ŦǊƻƳ Ŏƻǎǘ 

ǊŜŎƻǊŘǎ ƻŦ ƭŀǎǘ ȅŜŀǊ ŦƻǊ ǘƘŜ ǇǊƻŘǳŎǘ wπфΥ 

9ƭŜƳŜƴǘǎ ƻŦ /ƻǎǘ ±ŀǊƛŀōƭŜ /ƻǎǘ ǇƻǊǝƻƴ CƛȄŜŘ /ƻǎǘ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ ол҈ ƻŦ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ ππ 

5ƛǊŜŎǘ [ŀōƻǳǊ мр҈ ƻŦ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ ππ 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ мл҈ ƻŦ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ   нΣолΣллл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ hǾŜǊƘŜŀŘ н҈ ƻŦ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ   тмΣллл 

{ŜƭƭƛƴƎ ϧ 5ƛǎǘǊƛōǳǝƻƴ hǾŜǊƘŜŀŘ п҈ ƻŦ /ƻǎǘ ƻŦ {ŀƭŜǎ   суΣллл 

[ŀǎǘ ¸ŜŀǊ рΣллл ǳƴƛǘǎ ǿŜǊŜ ǎƻƭŘ ŀǘ  мур ǇŜǊ ǳƴƛǘΦ CǊƻƳ ǘƘŜ ƎƛǾŜƴ 59¢9waLb9 ǘƘŜ ŦƻƭƭƻǿƛƴƎǎΥ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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i. Break-even Sales (in rupees) 

ii. Profit earned during last year 

iii. Margin of safety (in %) 

iv. Profit if the sales were 10% less than the actual sales. 

ό!ǎǎǳƳŜ ǘƘŀǘ !ŘƳƛƴƛǎǘǊŀǝƻƴ hǾŜǊƘŜŀŘ ƛǎ ǊŜƭŀǘŜŘ ǿƛǘƘ ǇǊƻŘǳŎǝƻƴ ŀŎǝǾƛǘȅύ 

 

twh.[9a нпΥ όw¢t bh± мфύ 

t±/ [ǘŘ ǎƻƭŘ ррΣллл ǳƴƛǘǎ ƻŦ ƛǘǎ ǇǊƻŘǳŎǘ ŀǘ  отр ǇŜǊ ǳƴƛǘΦ ±ŀǊƛŀōƭŜ Ŏƻǎǘǎ ŀǊŜ  мтр ǇŜǊ ǳƴƛǘ 

όƳŀƴǳŦŀŎǘǳǊƛƴƎ Ŏƻǎǘǎ ƻŦ  мпл ŀƴŘ ǎŜƭƭƛƴƎ Ŏƻǎǘ  ор ǇŜǊ ǳƴƛǘύΦ CƛȄŜŘ Ŏƻǎǘǎ ŀǊŜ ƛƴŎǳǊǊŜŘ ǳƴƛŦƻǊƳƭȅ 

ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ ȅŜŀǊ ŀƴŘ ŀƳƻǳƴǘ ǘƻ  срΣллΣллл όƛƴŎƭǳŘƛƴƎ ŘŜǇǊŜŎƛŀǝƻƴ ƻŦ  мрΣллΣлллύΦ ¢ƘŜǊŜ ƛǎ ƴƻ 

ōŜƎƛƴƴƛƴƎ ƻǊ ŜƴŘƛƴƎ ƛƴǾŜƴǘƻǊƛŜǎΦ 

wŜǉǳƛǊŜŘΥ 

ƛΦ COMPUTE breakeven sales level quantity and cash breakeven sales level quantity. 

ƛƛΦ COMPUTE the P/V ratio. 

ƛƛƛΦ COMPUTE the number of units that must be sold to earn an income (EBIT) of  5,00,000. 

ƛǾΦ COMPUTE the sales level achieve an after-tax income (PAT) of  5,00,000, assume 40% corporate 

tax rate. 

  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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!b{²9w{ 

мΦ 

ƛΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ .ǊŜŀƪπŜǾŜƴ ǎŀƭŜǎ ƛƴ ǾŀƭǳŜΥ 

Ґ CƛȄŜŘ /ƻǎǘ ҏ tκ± wŀǝƻ 

Ґ   мнΣслΣллл ҏ ол҈ Ґ   пнΣллΣллл 

ƛƛΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ ¢ƻǘŀƭ {ŀƭŜǎ ǾŀƭǳŜΥ 

{ŀƭŜǎ ǾŀƭǳŜ ό{ύ Ґ .ǊŜŀƪπŜǾŜƴ {ŀƭŜǎ Ҍ aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅ hǊΣ { Ґ пнΣллΣллл Ҍ лΦнр { 

hǊΣ лΦтр { Ґ пнΣллΣллл 

hǊΣ { Ґ пнΣллΣллл ҏ лΦтр 

hǊΣ {ŀƭŜǎ Ґ   рсΣллΣллл 

ƛƛƛΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ ǇǊƻǇƻǎŜŘ ǎŀƭŜǎ ǾŀƭǳŜ ǘƻ ŜŀǊƴ ǇǊŜǎŜƴǘ ǇǊƻŬǘΥ 

tǊŜǎŜƴǘ ǇǊƻŬǘ Ґ {ŀƭŜǎ ς ±ŀǊƛŀōƭŜ Ŏƻǎǘ ς CƛȄŜŘ /ƻǎǘ 

Ґ   рсΣллΣллл ς тл҈ ƻŦ рсΣллΣллл ς   мнΣслΣллл 

Ґ   рсΣллΣллл ς   офΣнлΣллл ς   мнΣслΣллл 

Ґ   пΣнлΣллл 

tǊƻǇƻǎŜŘ {ŀƭŜǎ ǾŀƭǳŜ ό{ύ Ґ лΦт{ Ҍ όфл҈ ƻŦ   мнΣслΣлллύ Ҍ пΣнлΣллл { Ґ лΦт{ Ҍ ммΣопΣллл Ҍ 

пΣнлΣллл 

{ Ґ мрΣрпΣллл ҏ лΦо Ґ   рмΣулΣллл 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ǎŀƭŜǎ ǾŀƭǳŜ ǘƻ ŜŀǊƴ нл҈ ƻƴ ǎŀƭŜǎΥ 

{ŀƭŜǎ ±ŀƭǳŜ ό{ύ Ґ лΦт { Ҍ мнΣслΣллл Ҍ лΦн{ { Ґ мнΣслΣлллл ҏ лΦмл Ґ   мΣнсΣллΣллл 

bŜǿ aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅΥ 

Ґ ό{ŀƭŜǎ ς .9{ύ ҏ {ŀƭŜǎ 

Ґ όутΦр҈ ƻŦ рсΣллΣллл ς пнΣллΣлллύ ҏ όутΦр҈ ƻŦ рсΣллΣлллύ 

Ґ όпфΣллΣллл ς пнΣллΣлллύ ҏ пфΣллΣллл 

Ґ тΣллΣллл ҏ пфΣллΣллл Ґ мпΦнф҈ 

hǊ 

Ґ ό{ŀƭŜǎ ς .9{ύ 

Ґ όутΦр҈ ƻŦ рсΣллΣллл ς пнΣллΣлллύ 

Ґ   тΣллΣллл 

 

нΦ 

ƛΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ .9t ƛƴ ǾŀƭǳŜ 

t κ ± Ǌŀǝƻ  {ŀƭŜǎ ǇǊƛŎŜ π ±ŀǊƛŀōƭŜ /ƻǎǘ κ {ŀƭŜǎ Ґ олл ς мул κ олл Ґ пл҈ 

.ǊŜŀƪ 9ǾŜƴ tƻƛƴǘ ƛƴ ±ŀƭǳŜ ό ύ Ґ Fixed Cost / P/V ratio Ґ мсΣулΣллл κ пл҈ Ґ wǎΦпнΣллΣллл 

.ǊŜŀƪ 9ǾŜƴ tƻƛƴǘ ƛƴ ¦ƴƛǘǎ  Ґ CƛȄŜŘ /ƻǎǘ κ ŎƻƴǘǊƛōǳǝƻƴ Ґ мсΣулΣлллκ мнл Ґ мпΣллл ¦ƴƛǘǎ 

ό!ƭǘŜǊƴŀǝǾŜƭȅΣwǎΦпнΣллΣллл κ олл Ґ мпллл ǳƴƛǘǎύ 

олл Ґ мпллл ǳƴƛǘǎύ 
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ƛƛΦ aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ όLƴ !Ƴƻǳƴǘύ Ґ tǊƻŬǘ κ tκ± Ǌŀǝƻ Ґ тΣнлΣллл κ пл҈ Ґ wǎΦмуΣллΣллл 

Ґ Ґ Ґ муΣллΣллл 

aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ Ƴŀȅ ŀƭǎƻ ōŜ ŎŀƭŎǳƭŀǘŜŘ ōȅ ŘŜŘǳŎǝƴƎ .9t ǎŀƭŜǎ ŦǊƻƳ ǇǊŜǎŜƴǘ ǎŀƭŜΦ 

tǊŜǎŜƴǘ ǎŀƭŜ ƛǎ  слΣллΣллл ƛΦŜΦ όмсΣулΣллл Ҍ тΣнлΣлллύκпл҈Φ 

aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ όLƴ ǳƴƛǘǎύ Ґ tǊƻŬǘ κ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ Ґ тΣнлΣллл κ мнл Ґ сΣллл ǳƴƛǘǎ 

ƛƛƛΦ tǊƻŬǘ ǿƘŜƴ ǎŀƭŜǎ ŀǊŜ нпΣллл ǳƴƛǘǎ 

tŀǊǝŎǳƭŀǊ όwǎΦύ 

/ƻƴǘǊƛōǳǝƻƴ όнпΣллл мнлύ  нуΣулΣллл 

[ŜǎǎΥ CƛȄŜŘ Ŏƻǎǘ мсΣулΣллл 

tǊƻŬǘ мнΣллΣллл 

ƛǾΦ {ŀƭŜǎ ƛƴ ǾŀƭǳŜ ǘƻ ŜŀǊƴ ŀ ƴŜǘ ǇǊƻŬǘ ƻŦ млΣллΣллл 

000,00,67.Rs
%40

000,00,10000,80,16

ratioP/V

profit Desired t Cos Fixed
=

+
=

+
 

 

оΦ 

  aŀŎƘƛƴŜπ! aŀŎƘƛƴŜπ. ¢ƻǘŀƭ 

! {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ό ύ плл плл  

. ±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ Ŏƻǎǘ ό ύ нпл нсл  

/ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ ό ύ ώ!π.ϐ мсл мпл  

5 ¦ƴƛǘǎ уΣллΣллл млΣллΣллл  

9 ¢ƻǘŀƭ ŎƻƴǘǊƛōǳǝƻƴ ό  ώ/Ҏ5ϐ мнΣулΣллΣллл мпΣллΣллΣллл нсΣулΣллΣллл 

C CƛȄŜŘ /ƻǎǘ ό ύ оΣрлΣллΣллл нΣллΣллΣллл рΣрлΣллΣллл 

D tǊƻŬǘ ώ9πCϐ ό ύ фΣолΣллΣллл мнΣллΣллΣллл нмΣолΣллΣллл 

I tǊƻŬǘ ǇŜǊ ǳƴƛǘ ώDҏ5ϐ ό ύ ммсΦнр мнлΦлл  

i. Machine B has the higher profit of  2,70,00,000 than the Machine-A. Further, Machine-.Ωǎ ŦƛȄŜŘ 

cost is less than the fixed cost of Machine-A and higher capacity. Hence, Machine B be 

recommended. 

bƻǘŜΥ ¢Ƙƛǎ ǉǳŜǎǝƻƴ Ŏŀƴ ŀƭǎƻ ōŜ ǎƻƭǾŜŘ ŀǎ ōŜƭƻǿΥ 

LƴŘƛũŜǊŜƴǘ Ǉƻƛƴǘ Ґ 5ƛũŜǊŜƴŎŜ ƛƴ ŬȄŜŘ Ŏƻǎǘ κ ŘƛũŜǊŜƴŎŜ ƛƴ ǾŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ 

Ґ мΣрлΣллΣллл κ нл Ґ тΣрлΣллл ǳƴƛǘǎ 

!ǘ ǘƘŜ ƭŜǾŜƭ ƻŦ ŘŜƳŀƴŘ тΣрлΣллл ǳƴƛǘǎ ōƻǘƘ ƳŀŎƘƛƴŜ ƻǇǝƻƴǎ Ŝǉǳŀƭƭȅ ǇǊƻŬǘŀōƭŜΦ  

LŦ ŘŜƳŀƴŘ ōŜƭƻǿ тΣрлΣллл ǳƴƛǘǎΣ ǎŜƭŜŎǘ ƳŀŎƘƛƴŜ . όǿƛǘƘ ƭƻǿŜǊ C/ύΦ 

LŦ ŘŜƳŀƴŘ ŀōƻǾŜ тΣрлΣллл ǳƴƛǘǎΣ ǎŜƭŜŎǘ ƳŀŎƘƛƴŜ ! όǿƛǘƘ ƭƻǿŜǊ ±/ύΦ 

ii. When the capacities of both the machines are same and demand for the product is unlimited, 

calculation of profit will be as follows: 
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  aŀŎƘƛƴŜπ! aŀŎƘƛƴŜπ. ¢ƻǘŀƭ 

!  /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ όύ  мсл  мпл  

.  ¦ƴƛǘǎ  мнΣллΣллл  мнΣллΣллл  

/  ¢ƻǘŀƭ ŎƻƴǘǊƛōǳǝƻƴ όύ ώ!Ҏ.ϐ  мфΣнлΣллΣллл  мсΣулΣллΣллл  осΣллΣллΣллл 

5  CƛȄŜŘ /ƻǎǘ όύ  оΣрлΣллΣллл  нΣллΣллΣллл  рΣрлΣллΣллл 

9  tǊƻŬǘ ώ/π9ϐ όύ  мрΣтлΣллΣллл  мпΣулΣллΣллл  олΣрлΣллΣллл 

C  tǊƻŬǘ ǇŜǊ ǳƴƛǘ ώ9ҏ.ϐ όύ  молΦуо  мноΦоо  

¸ŜǎΣ ǘƘŜ ǇǊŜŦŜǊŜƴŎŜ ŦƻǊ ǘƘŜ ƳŀŎƘƛƴŜ ǿƻǳƭŘ ŎƘŀƴƎŜ ōŜŎŀǳǎŜ ƴƻǿΣ aŀŎƘƛƴŜ ! ƛǎ ƘŀǾƛƴƎ ƘƛƎƘŜǊ 

ŎƻƴǘǊƛōǳǝƻƴ ŀƴŘ ƘƛƎƘŜǊ ǇǊƻŬǘΣ ƘŜƴŎŜ ǊŜŎƻƳƳŜƴŘŜŘΦ 

 

пΦ 

 vǳŀǊǘŜǊ ŜƴŘƛƴƎ омǎǘ 

5ŜŎŜƳōŜǊΣ 

нлнм ό ύ 

vǳŀǊǘŜǊ ŜƴŘƛƴƎ омǎǘ 

aŀǊŎƘΣ нлнн 

ό ύ 

{ŀƭŜǎ όbƻΦ ƻŦ ǳƴƛǘǎ ǎƻƭŘ Ȅ   прл ǇŜǊ ǳƴƛǘύ рпΣллΣллл мΣорΣллΣллл 

tǊƻŬǘ ό[ƻǎǎύ όпΣнлΣлллύ 

ώмнΣллл Ҏ орϐ 

мнΣллΣллл 

ώолΣллл Ҏ плϐ 

t± Ǌŀǝƻ Ґ /ƘŀƴƎŜ ƛƴ ǇǊƻŬǘ ҏ /ƘŀƴƎŜ ƛƴ ǎŀƭŜǎ Ґ мснлллл ҏ умллллл Ґ нл҈ 

i. Fixed Cost = Sales × P/V ratio ς profit 

Ґ  мΣорΣллΣллл Ҏ нл҈ ς мнΣллΣллл 

Ґ  мрΣллΣллл 

!ƭǘŜǊƴŀǝǾŜ tǊŜǎŜƴǘŀǝƻƴ ŦƻǊ ǘƘŜ ŎŀƭŎǳƭŀǝƻƴ ƻŦ CƛȄŜŘ Ŏƻǎǘ 

 vǳŀǊǘŜǊ ŜƴŘƛƴƎ омǎǘ 

5ŜŎŜƳōŜǊΣ нлнм 

ό ύ 

vǳŀǊǘŜǊ ŜƴŘƛƴƎ омǎǘ 

aŀǊŎƘΣ нлнн 

ό ύ 

{ŀƭŜǎ όbƻΦ ƻŦ ǳƴƛǘǎ ǎƻƭŘ Ȅ   прл ǇŜǊ ǳƴƛǘύ рпΣллΣллл мΣорΣллΣллл 

tǊƻŬǘ ό[ƻǎǎύ όпΣнлΣлллύ 

ώмнΣллл Ҏ орϐ 

мнΣллΣллл 

ώолΣллл Ҏ плϐ 

¢ƻǘŀƭ Ŏƻǎǘ руΣнлΣллл мΣноΣллΣллл 

±/ ǇŜǊ ǳƴƛǘ  Ґ όмΣноΣллΣллл ς руΣнлΣлллύ κ όолΣллл ς мнΣлллύ 

    Ґ спΣулΣллл κ муΣллл Ґ  осл ǇŜǊ ǳƴƛǘ 

CƛȄŜŘ Ŏƻǎǘ Ґ ¢/ ς ±/ Σ руΣнлΣллл όосл ȄмнΣллл ǳƴƛǘǎύ  мрΣллΣллл 

ii.  Break even sales value (in Rupees) = Fixed cost ÷ PV ratio x 100 

          = 1500000 ÷ 20% = 7500000 

iii. Profit, if sales reach 50,000 units for the quarter ending 30th June, 2022 

 ό ύ 
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{ŀƭŜǎ όрлΣллл Ҏ   прлύ нΣнрΣллΣллл 

[ŜǎǎΥ ±ŀǊƛŀōƭŜ Ŏƻǎǘ мΣулΣллΣллл 

/ƻƴǘǊƛōǳǝƻƴ прΣллΣллл 

[ŜǎǎΥ CƛȄŜŘ Ŏƻǎǘ мрΣллΣллл 

tǊƻŬǘ олΣллΣллл 

 

рΦ 

±ŀǊƛŀōƭŜ /ƻǎǘ ǇŜǊ ¦ƴƛǘҐ мс 

CƛȄŜŘ /ƻǎǘ ǇŜǊ ¦ƴƛǘ Ґ  пΣ ¢ƻǘŀƭ CƛȄŜŘ /ƻǎǘҐ нΣллΣллл ǳƴƛǘǎ Ȅ   п Ґ  уΣллΣллл  

¢ƻǘŀƭ /ƻǎǘ ǇŜǊ ¦ƴƛǘ Ґ нл 

{ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ¦ƴƛǘҐ¢ƻǘŀƭ /ƻǎǘҌ tǊƻŬǘ Ґ  нлҌ  п Ґ  нп  

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ  ¦ƴƛǘҐ  нпπ мсҐ  у 

i. Present Break even sales (Quantity )  = Fixed Cost ÷ Contribution margin per unit  

  Ґ уллллл ҏ у Ґ мллллл ǳƴƛǘǎ 

tǊŜǎŜƴǘ .ǊŜŀƪπŜǾŜƴ {ŀƭŜǎ ό ύ Ґ мΣллΣллл ǳƴƛǘǎ   нп Ґ   нпΣллΣллл 

ii. Present P/V Ratio = 8 / 24    = 33.333% 

wŜǾƛǎŜŘ {ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ¦ƴƛǘ   Ґ   нп ς мл҈ ƻŦ   нп Ґ   нмΦсл 

wŜǾƛǎŜŘ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ¦ƴƛǘ  Ґ   нмΦслπ  мс Ґ   рΦсл 

wŜǾƛǎŜŘ tκ± wŀǝƻ       Ґ рΦсл κ нмΦсл Ґ нрΦфнс҈ 

.ǊŜŀƪ  ŜǾŜƴ ǎŀƭŜǎ ό vǳŀƴǝǘȅ ύ   Ґ CƛȄŜŘ /ƻǎǘ ҏ t± Ǌŀǝƻ  

            Ґ уллллл κ нрΦфнс҈ Ґ олуртлр 

iii. Present profit   =   8,00,000 

5ŜǎƛǊŜŘ tǊƻŬǘ   Ґ  мнл҈ ƻŦ   уΣллΣллл Ґ  фΣслΣллл   

{ŀƭŜǎ ǘƻ ŜŀǊƴ ŀ ǇǊƻŬǘ ƻŦ   фΣслΣллл 

¢ƻǘŀƭ ŎƻƴǘǊƛōǳǝƻƴ ǊŜǉǳƛǊŜŘ Ґ уΦллΦллл Ҍ фΣслΣллл Ґ   мтΣслΣллл 

CƛȄŜŘ Ŏƻǎǘ Ҍ 5ŜǎƛǊŜŘ ǇǊƻŬǘ κ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ Ґ уΣллΣллл Ҍ фΣслΣллл κ рΦсл Ґ оΣмпΣнус 

ǳƴƛǘǎ 

 

сΦ 

ƛύ /ƻǎǘ LƴŘƛũŜǊŜƴŎŜ tƻƛƴǘ 

  aŜǘƘƻŘπм ŀƴŘ aŜǘƘƻŘπн ό ύ 

5ƛũŜǊŜƴǝŀƭ CƛȄŜŘ /ƻǎǘ όLύ 
  нΣллΣллл 

ό  оΣллΣллл ς   мΣллΣлллύ 

5ƛũŜǊŜƴǝŀƭ ±ŀǊƛŀōƭŜ /ƻǎǘǎ όLLύ 
  р 

ό  мр ς   млύ 

/ƻǎǘ LƴŘƛũŜǊŜƴŎŜ tƻƛƴǘ όLκLLύ плΣллл 
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ό5ƛũŜǊŜƴǝŀƭ CƛȄŜŘ /ƻǎǘ κ 5ƛũŜǊŜƴǝŀƭ ±ŀǊƛŀōƭŜ /ƻǎǘǎ ǇŜǊ ǳƴƛǘύ   

LƴǘŜǊǇǊŜǘŀǝƻƴ ƻŦ wŜǎǳƭǘǎ 

!ǘ ŀŎǝǾƛǘȅ ƭŜǾŜƭ ōŜƭƻǿ ǘƘŜ ƛƴŘƛũŜǊŜƴŎŜ ǇƻƛƴǘǎΣ ǘƘŜ ŀƭǘŜǊƴŀǝǾŜ ǿƛǘƘ ƭƻǿŜǊ ŬȄŜŘ Ŏƻǎǘǎ ŀƴŘ ƘƛƎƘŜǊ 

ǾŀǊƛŀōƭŜ Ŏƻǎǘǎ ǎƘƻǳƭŘ ōŜ ǳǎŜŘΦ !ǘ ŀŎǝǾƛǘȅ ƭŜǾŜƭ ŀōƻǾŜ ǘƘŜ ƛƴŘƛũŜǊŜƴŎŜ ǇƻƛƴǘΣ ŀƭǘŜǊƴŀǝǾŜ ǿƛǘƘ 

ƘƛƎƘŜǊ ŬȄŜŘ Ŏƻǎǘǎ ŀƴŘ ƭƻǿŜǊ ǾŀǊƛŀōƭŜ Ŏƻǎǘǎ ǎƘƻǳƭŘ ōŜ ǳǎŜŘΦ 

bƻΦ ƻŦ tǊƻŘǳŎǘ !ƭǘŜǊƴŀǝǾŜ ǘƻ ōŜ /ƘƻǎŜƴ 

tǊƻŘǳŎǘ Җ плΣллл ǳƴƛǘǎ aŜǘƘƻŘπмΣ {ŜƳƛπ!ǳǘƻƳŀǝŎ 

tǊƻŘǳŎǘ җ плΣллл ǳƴƛǘǎ aŜǘƘƻŘπнΣ !ǳǘƻƳŀǝŎ 

ƛƛύ  .ǊŜŀƪ 9ǾŜƴ Ǉƻƛƴǘ όƛƴ ǳƴƛǘǎύ 

 aŜǘƘƻŘπм aŜǘƘƻŘπн 

.9t όƛƴ ǳƴƛǘǎύ Ґ CƛȄŜŘ Ŏƻǎǘ мΣллΣллл оΣллΣллл Ґ нлΣллл 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ όнрπмрύ Ґ млΣллл όнрπмлύ 

 

тΦ 

/ƻƴǘǊƛōǳǝƻƴ ǘƻ ǎŀƭŜǎ Ǌŀǝƻ όtκ± Ǌŀǝƻύ Ґ от҈ 

±ŀǊƛŀōƭŜ Ŏƻǎǘ Ǌŀǝƻ Ґ млл҈ π от҈ Ґ со҈ 

±ŀǊƛŀōƭŜ Ŏƻǎǘ Ґ   млΣллΣллл Ȅ со҈ Ґ   сΣолΣллл 

!ƊŜǊ ŘŜŎǊŜŀǎŜ ƛƴ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ŀƴŘ ŬȄŜŘ ŎƻǎǘΣ ǎŀƭŜǎ ǉǳŀƴǝǘȅ Ƙŀǎ ƴƻǘ ŎƘŀƴƎŜŘΦ ¢ƘǳǎΣ ǾŀǊƛŀōƭŜ Ŏƻǎǘ 

ƛǎ   сΣолΣлллΦ 

wŜǾƛǎŜŘ /ƻƴǘǊƛōǳǝƻƴ ǘƻ ǎŀƭŜǎ Ґ ол҈ 

¢ƘǳǎΣ ±ŀǊƛŀōƭŜ Ŏƻǎǘ Ǌŀǝƻ Ґ млл҈ π ол҈ Ґ тл҈ 

¢ƘǳǎΣ wŜǾƛǎŜŘ ǎŀƭŜǎ  Ґ  сΣолΣллл κ тл҈ Ґ   фΣллΣллл 

wŜǾƛǎŜŘΣ .ǊŜŀƪπŜǾŜƴ ǎŀƭŜǎ Ǌŀǝƻ Ґ млл҈ π пл҈ όǊŜǾƛǎŜŘ aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅύ Ґ сл҈ 

wŜǾƛǎŜŘ ŬȄŜŘ Ŏƻǎǘ  Ґ ǊŜǾƛǎŜŘ ōǊŜŀƪŜǾŜƴ ǎŀƭŜǎ Ȅ ǊŜǾƛǎŜŘ ŎƻƴǘǊƛōǳǝƻƴ ǘƻ ǎŀƭŜǎ Ǌŀǝƻ 

       Ґ  рΣплΣллл ό  фΣллΣллл Ȅ сл҈ύ Ȅ ол҈ 

       Ґ  мΣснΣллл 

wŜǾƛǎŜŘ ǎŀƭŜǎ    Ґ  фΣллΣллл όŀǎ ŎŀƭŎǳƭŀǘŜŘ ŀōƻǾŜύ 

wŜǾƛǎŜŘ .ǊŜŀƪπŜǾŜƴ Ǉƻƛƴǘ Ґ wŜǾƛǎŜŘ ǎŀƭŜǎ Ȅ wŜǾƛǎŜŘ ōǊŜŀƪπŜǾŜƴ ǎŀƭŜǎ Ǌŀǝƻ 

       Ґ   фΣллΣллл Ȅ сл҈ 

        Ґ   рΣплΣллл 
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уΦ 

²ƻǊƪƛƴƎǎΥ 

мΦ {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ŎƻƳǇǳǘŀǝƻƴ ƻŦ .ǊŜŀƪŜǾŜƴ ƻŦ ƳŜǊƎŜŘ Ǉƭŀƴǘ ŀƴŘ ƻǘƘŜǊ ǊŜǉǳƛǊŜŘ ƛƴŦƻǊƳŀǝƻƴ 

{Φ 

bƻΦ 
tŀǊǝŎǳƭŀǊǎ 

tƭŀƴ ! tƭŀƴǘ . aŜǊƎŜŘ 

tƭŀƴǘ 

όмлл҈ύ 
.ŜŦƻǊŜ όфл҈ύ !ƊŜǊ όмлл҈ύ .ŜŦƻǊŜ όсл҈ύ !ƊŜǊ όмлл҈ύ 

    ό ύ ό ύ ό ύ ό ύ ό ύ 

όƛύ {ŀƭŜǎ соΣллΣллл тлΣллΣллл пуΣллΣллл улΣллΣллл мΣрлΣллΣллл 

όƛƛύ ±ŀǊƛŀōƭŜ Ŏƻǎǘ офΣслΣллл ппΣллΣллл ннΣрлΣллл отΣрлΣллл умΣрлΣллл 

όƛƛƛύ 
/ƻƴǘǊƛōǳǝƻƴ  

όƛ π ƛƛύ 
ноΣплΣллл нсΣллΣллл нрΣрлΣллл пнΣрлΣллл суΣрлΣллл 

όƛǾύ CƛȄŜŘ /ƻǎǘ моΣллΣллл моΣллΣллл мрΣллΣллл мрΣллΣллл нуΣллΣллл 

όǾύ tǊƻŬǘ όƛƛƛ π ƛǾύ млΣплΣллл моΣллΣллл млΣрлΣллл нтΣрлΣллл плΣрлΣллл 

нΦ t± Ǌŀǝƻ ƻŦ ƳŜǊƎŜŘ Ǉƭŀƴǘ Ґ /ƻƴǘǊƛōǳǝƻƴκ {ŀƭŜǎ Ȅ млл 

Ґ   суΣрлΣлллκ  мΣрлΣллΣллл Ȅ млл Ґ прΦст ҈ 

όƛύ .ǊŜŀƪ ŜǾŜƴ ǎŀƭŜǎ ƻŦ ƳŜǊƎŜŘ Ǉƭŀƴǘ Ґ CƛȄŜŘ /ƻǎǘκ tκ± wŀǝƻ 

Ґ   нуΣллΣлллκпрΦст҈ Ґ   смΣолΣфофΦоп όŀǇǇǊƻȄΦύ 

/ŀǇŀŎƛǘȅ ǳǝƭƛȊŀǝƻƴ Ґ   смΣолΣфофΦопκ  мΣрлΣллΣллл Ȅ млл Ґ плΦуу҈ 

όƛƛύ tǊƻŬǘŀōƛƭƛǘȅ ƻŦ ǘƘŜ ƳŜǊƎŜŘ Ǉƭŀƴǘ ŀǘ ул҈ ŎŀǇŀŎƛǘȅ ǳǝƭƛȊŀǝƻƴ 

Ґ ό  мΣрлΣллΣллл Ȅ ул҈ύ Ȅ tκǾ Ǌŀǝƻ ς ŬȄŜŘ Ŏƻǎǘ 

Ґ   мΣнлΣллΣллл Ȅ прΦст҈ ς   нуΣллΣллл Ґ   нсΣулΣплл 

όƛƛƛύ {ŀƭŜǎ ǘƻ ŜŀǊƴ ŀ ǇǊƻŬǘ ƻŦ   слΣллΣллл 

5ŜǎƛǊŜŘ ǎŀƭŜǎ Ґ CƛȄŜŘ /ƻǎǘ Ҍ ŘŜǎƛǊŜŘ ǇǊƻŬǘκtκ± wŀǝƻ 

Ґ   нуΣллΣллл Ҍ  слΣллΣллκпрΦст҈ 

Ґ   мΣфнΣсуΣссс όŀǇǇǊƻȄΦύ 

όƛǾύ LƴŎǊŜŀǎŜ ƛƴ ŬȄŜŘ Ŏƻǎǘ 

Ґ   нуΣллΣллл Ȅ р҈ Ґ   мΣплΣллл 

¢ƘŜǊŜŦƻǊŜΣ ǇŜǊŎŜƴǘŀƎŜ ƛƴŎǊŜŀǎŜ ƛƴ ǎŀƭŜǎ ǇǊƛŎŜ 

Ґ   мΣплΣлллκ  мΣфнΣсуΣссс Ȅ млл Ґ лΦтнс҈ όŀǇǇǊƻȄΦύ 

 

фΦ 

όƛύ {ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ ά/ŀƭŎǳƭŀǝƻƴ ƻŦ /ƻƴǘǊƛōǳǝƻƴκ ǳƴƛǘέ 

tŀǊǝŎǳƭŀǊǎ 
· 

ό ύ 

 ̧

ό ύ 

½ 

ό ύ 

{ŜƭƭƛƴƎ tǊƛŎŜ ό!ύ омн плл нпл 

±ŀǊƛŀōƭŜ /ƻǎǘΥ    
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5ƛǊŜŎǘ aŀǘŜǊƛŀƭ мсл мнл ул 

5ƛǊŜŎǘ [ŀōƻǳǊ    

5ŜǇǘΦ ! όwŀǘŜ Ȅ IƻǳǊǎύ нп пл нл 

5ŜǇǘΦ . όwŀǘŜ Ȅ IƻǳǊǎύ пу мнл уу 

±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘǎ у нл мн 

¢ƻǘŀƭ ±ŀǊƛŀōƭŜ /ƻǎǘ ό.ύ нпл олл нлл 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ ό! π .ύ тн млл пл 

IƻǳǊǎ ƛƴ 5ŜǇǘΦ ! с мл р 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ƘƻǳǊ мн мл у 

wŀƴƪ L LL LLL 

9ȄƛǎǝƴƎ IƻǳǊǎ Ґ млΣллл Ҏ сƘǊǎΦ Ҍ мнΣллл Ҏ мл ƘǊǎΦ Ҍ нлΣллл Ҏ р ƘǊǎΦ Ґ нΣулΣллл ƘǊǎΦ 

.Ŝǎǘ ǇƻǎǎƛōƭŜ ǇǊƻŘǳŎǘ ƳƛȄ ό!ƭƭƻŎŀǝƻƴ ƻŦ IƻǳǊǎ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǊŀƴƪƛƴƎύ 

tǊƻŘǳŎŜ Ψ·Ω     Ґ мнΣллл ǳƴƛǘǎ 

IƻǳǊǎ wŜǉǳƛǊŜŘ    Ґ тнΣллл ƘǊǎ όмнΣллл ǳƴƛǘǎ Ҏ с ƘǊǎΦύ 

.ŀƭŀƴŎŜ IƻǳǊǎ !ǾŀƛƭŀōƭŜ   Ґ нΣлуΣллл ƘǊǎ όнΣулΣллл ƘǊǎΦ ς тнΣллл ƘǊǎΦύ 

tǊƻŘǳŎŜ Ψ̧Ω όǘƘŜ bŜȄǘ .Ŝǎǘύ   Ґ мсΣллл ǳƴƛǘǎ 

IƻǳǊǎ wŜǉǳƛǊŜŘ    Ґ мΣслΣллл ƘǊǎ όмсΣллл ǳƴƛǘǎ Ҏ мл ƘǊǎΦύ 

.ŀƭŀƴŎŜ IƻǳǊǎ !ǾŀƛƭŀōƭŜ   Ґ пуΣллл ƘǊǎ όнΣлуΣллл ƘǊǎΦ ς мΣслΣллл ƘǊǎΦύ 

tǊƻŘǳŎŜ Ψ½Ω όōŀƭŀƴŎŜύ    Ґ фΣслл ǳƴƛǘǎ όпуΣллл ƘǊǎΦκ р ƘǊǎΦύ 

όƛƛύ  {ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ ά/ƻƴǘǊƛōǳǝƻƴέ 

tǊƻŘǳŎǘ ¦ƴƛǘǎ /ƻƴǘǊƛōǳǝƻƴκ ¦ƴƛǘ ό ύ ¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ ό ύ 

· мнΣллл тн уΣспΣллл 

 ̧ мсΣллл млл мсΣллΣллл 

½ фΣслл пл оΣупΣллл 

¢ƻǘŀƭ   нуΣпуΣллл 

 

млΦ 

όƛύ ±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ Ґ /ƘŀƴƎŜ ƛƴ ¢ƻǘŀƭ Ŏƻǎǘκ /ƘŀƴƎŜ ƛƴ ǳƴƛǘǎ 

όоΦрл Ȅ рΣллл ǳƴƛǘǎύ π όоΦтр Ȅ пΣллл ǳƴƛǘǎύκ рΣллл π пΣллл 

мтΣрлл π мрΣлллκ мΣллл Ґ   нΣрллκмллл Ґ   нΦр 

όƛƛύ  CƛȄŜŘ Ŏƻǎǘ Ґ ¢ƻǘŀƭ /ƻǎǘ ς ±ŀǊƛŀōƭŜ /ƻǎǘ όŀǘ рΣллл ǳƴƛǘǎ ƭŜǾŜƭύ 

       Ґ  мтΣрлл ς нΦр Ȅ рΣллл Ґ рΣллл 

όƛƛƛύ /ƻƴǘǊƛōǳǝƻƴ tŜǊ ¦ƴƛǘ Ґ CƛȄŜŘ Ŏƻǎǘκ .9t όƛƴ ǳƴƛǘǎύ 

Ґ   рΣлллκс ллл ǳƴƛǘǎ Ґ лΦуоо 

tκǾ wŀǝƻ Ґ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ¦ƴƛǘκ {ŀƭŜ ǇǊƛŎŜ tŜǊ ǳƴƛǘ  

Ґ лΦуооκнΦр Ҍ лΦуоо Ґ нр҈ 
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ммΦ 

{ŜƭƭƛƴƎ tǊƛŎŜ  Ґ   рлл  

tǊƻŬǘ   Ґ   мнр  

bƻ ƻŦ {ǝŎƪǎ  Ґ рΣллл 

tŀǊǝŎǳƭŀǊ /ǳǊǊŜƴǘ ¸ŜŀǊ 

ό ύ 

bŜȄǘ ¸ŜŀǊ 

ό ύ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ мрл мртΦрл 

όмрл Ҍ р҈ύ 

5ƛǊŜŎǘ ²ŀƎŜǎ рл сл 

όрлҌнл҈ύ 

²ƻǊƪǎ hǾŜǊƘŜŀŘǎ снΦрл 

όмнр Ҏ рл҈ύ 

снΦр 

{ŜƭƭƛƴƎ 9ȄǇŜƴǎŜǎ мнΦрл 

όрл Ҏ нр҈ύ 

мнΦр 

¢ƻǘŀƭ ±ŀǊƛŀōƭŜ /ƻǎǘ нтр нфнΦрл 

CƛȄŜŘ /ƻǎǘ όснΦр Ҏ рΣлллύ Ґ оΣмнΣрллΤ όотΦр Ҏ рΣлллύ Ґ мΣутΣрлл рΣллΣллл рΣрлΣллл 

[ŜǘΥ [ƻǿŜǎǘ tǊƛŎŜ vǳƻǘŜŘ Ґ Y 

bƻǿΣ {ŀƭŜǎ Ґ ¢ŀǊƎŜǘ tǊƻŬǘ όрΣллл ǳƴƛǘǎ Ҏ   мнрύ Ҍ ±ŀǊƛŀōƭŜ /ƻǎǘ Ҍ CƛȄŜŘ /ƻǎǘ  

hǊΣ Ґ όрΣллл Ҏ рллύ Ҍ όнΣллл Ҏ Yύ Ґ сΣнрΣллл Ҍ нлΣптΣрлл Ҍ рΣрлΣллл  

hǊΣ Y Ґ   осмΦнр 

{ƻΣ [ƻǿŜǎǘ tǊƛŎŜ ǘƘŀǘ Ŏŀƴ ōŜ ǉǳƻǘŜŘ ǘƻ ŜŀǊƴ ǘƘŜ ǇǊƻŬǘ ƻŦ   сΣнрΣллл όǎŀƳŜ ŀǎ ŎǳǊǊŜƴǘ ȅŜŀǊύ ƛǎ   

осмΦнр 

 

мнΦ 

όƛύ {ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ .ǊŜŀƪ 9ǾŜƴ {ŀƭŜǎ 

tŀǊǝŎǳƭŀǊǎ .ƭŀŎƪ ²ƘƛǘŜ 

{ŀƭŜǎ tƭŀƴƴŜŘ умΣллΣллл рпΣллΣллл 

{ŜƭƭƛƴƎ tǊƛŎŜ ό ύ му нп 

bǳƳōŜǊ ƻŦ ¦ƴƛǘǎ ǘƻ ōŜ ǎƻƭŘ пΣрлΣллл нΣнрΣллл 

.ǊŜŀƪ 9ǾŜƴ ǎŀƭŜǎ όƛƴ ¦ƴƛǘǎύΣтл҈ ƻŦ ǘƻǘŀƭ ǎŀƭŜǎ оΣмрΣллл мΣртΣрлл 

hǊ   

.ǊŜŀƪ 9ǾŜƴ ǎŀƭŜǎ όƛƴ  ύΣтл҈ ƻŦ ǘƻǘŀƭ ǎŀƭŜǎ рсΣтлΣллл отΣулΣллл 

όƛƛύ {ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ CƛȄŜŘ /ƻǎǘ wŜŘǳŎǝƻƴ 

tǊƻŬǘ ǘƻ ōŜ ƳŀƛƴǘŀƛƴŜŘ ό ύ уΣнсΣнлл тΣпрΣнлл 

aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅ όтл҈ ƻŦ {ŀƭŜǎύ ό ύ нпΣолΣллл мсΣнлΣллл 

t±w όtǊƻŬǘκ aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅύ Ȅ млл оп҈ пс҈ 
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/ƻƴǘǊƛōǳǝƻƴ ό{ŀƭŜǎ Ȅ оп҈ ƻǊ пс҈ύ ό ύ нтΣрпΣллл нпΣупΣллл 

[ŜǎǎΥ tǊƻŬǘ ό ύ уΣнсΣнлл тΣпрΣнлл 

wŜǾƛǎŜŘ CƛȄŜŘ /ƻǎǘ ό ύ мфΣнтΣулл мтΣоуΣулл 

tǊŜǎŜƴǘ CƛȄŜŘ /ƻǎǘ ό ύ ннΣллΣллл нлΣллΣллл 

wŜŘǳŎǝƻƴ ƛƴ CƛȄŜŘ /ƻǎǘ нΣтнΣнлл нΣсмΣнлл 

 

моΦ 

aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅ    Ґ  tǊƻŬǘ κ tκ± wŀǝƻ Ґ   пΣмнΣрлл 

        Ґ  όtǊƻŬǘκ пр π όмн Ҍ ф Ҍ сύκпрύ Ґ   пΣмнΣрлл 

        Ґ  όtǊƻŬǘ κ όмуκпрύύ Ґ пΣмнΣрлл 

tǊƻŬǘκ όмуκпрύ     Ґ    пΣмнΣрлл 

tǊƻŬǘ        Ґ мΣсрΣллл hw tκ±  Ґ όмуκпрύ Ҏ млл Ґпл҈ 

 

όƛύ CƛȄŜŘ /ƻǎǘ 

tǊƻŬǘ Ґ ό{ŀƭŜǎ Ҏ tκ± wŀǝƻύ ς CƛȄŜŘ /ƻǎǘ 

мΣсрΣллл Ґ CostFixed
45

18
)45000,30( -ö

÷

õ
æ
ç

å
³³  

hǊ CƛȄŜŘ /ƻǎǘ Ґ рΣплΣллл ς мΣсрΣллл 

 Ґ   оΣтрΣллл hw 

tǊƻŬǘ Ґ /ƻƴǘǊƛōǳǝƻƴ ς CƛȄŜŘ /ƻǎǘ Ґ   рΣплΣллл ς   оΣтрΣллл Ґ   мΣсрΣллл 

tκ± wŀǝƻ Ґ муκпрҐпл҈ 

.ǊŜŀƪπŜǾŜƴ tƻƛƴǘ  Ґ ¢ƻǘŀƭ {ŀƭŜǎ ς aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅ  

   Ґ   όолΣллл Ҏ прύ ς пΣмнΣрлл 

   Ґ моΣрлΣллл ς пΣмнΣрлл Ґ   фΣотΣрлл 

hǊ 

.9t Ґ CƛȄŜŘ /ƻǎǘ κ tκ± Ǌŀǝƻ Ґ оΣтрΣлллκ όмуκпрύ Ґ оΣтрΣлллκпл҈ Ґ   фΣотΣрлл ƻǊ нлуооΦоо 

¦ƴƛǘǎ 

όƛƛύ [ŜǘΩǎ ŀǎǎǳƳŜΣ {ŀƭŜǎ ±ƻƭǳƳŜ Ґ { ǳƴƛǘ ǎƻ ǘƻǘŀƭ ǎŀƭŜǎ ǾŀƭǳŜ ƛǎ пр { ŀƴŘ /ƻƴǘǊƛōǳǝƻƴ ƛǎ пр { π нт { 

Ґму { 

bƻǿΣ /ƻƴǘǊƛōǳǝƻƴ Ґ CƛȄŜŘ /ƻǎǘ Ҍ 5ŜǎƛǊŜŘ tǊƻŬǘ 

му { Ґ оΣтрΣллл Ҍ ф { όнл҈ ƻŦ пр {ύ 

hǊΣ ф{ Ґ оΣтрΣллл 

{ƻΣ { Ґ оΣтрΣллл ¦ƴƛǘǎ 

±ƻƭǳƳŜ ƻŦ ǎŀƭŜǎ Ґ оΣтрΣллл Ȅ пр κ ф Ґ   муΣтрΣллл hw пмсссΦст ¦ƴƛǘǎ 

{ƻΣ   муΣтрΣллл ǎŀƭŜǎ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŜŀǊƴ ǇǊƻŬǘ ƻƴ нл҈ ƻŦ ǎŀƭŜǎ 

όƛƛƛύ /ƻƴǘǊƛōǳǝƻƴ Ґ CƛȄŜŘ /ƻǎǘ Ҍ 5ŜǎƛǊŜŘ tǊƻŬǘ 

му{ Ґ оΣтрΣллл Ҍ wŜǘǳǊƴ ƻƴ LƴǾŜǎǘƳŜƴǘ 
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му{ Ґ оΣтрΣллл Ҍ нΣллΣллл 

{ Ґ рΣтрΣллл κ му Ґ омΣфпр ¦ƴƛǘǎ ό!ǇǇǊƻȄΦύ 

{ƻΣ омΣфпр ¦ƴƛǘǎ ǘƻ ōŜ ǎƻƭŘ ǘƻ ŜŀǊƴ ŀ ǊŜǘǳǊƴ ƻŦ   нΣллΣлллΦ 

όƛǾύ wŜǾƛǎŜŘ /ƻƴǘǊƛōǳǝƻƴ Ґ CƛȄŜŘ /ƻǎǘ Ҍ 5ŜǎƛǊŜŘ tǊƻŬǘ 

мт{ Ґ оΣтрΣллл Ҍ нΣллΣллл 

{ Ґ рΣтрΣллл κ мт ǳƴƛǘǎ 

{ Ґ ооΣунп ǳƴƛǘǎ όŀǇǇǊƻȄΦύ 

!ŘŘƛǝƻƴŀƭ {ŀƭŜǎ ǘƻ ōŜ ǎƻƭŘ ǘƻ ŀŎƘƛŜǾŜ ǘƘŜ ǎŀƳŜ ǇǊƻŬǘ ƛǎ ооΣунп ¦ƴƛǘǎΦ 

 

мпΦ 

 {ŀƭŜǎ ό ύ tǊƻŬǘ ό ύ 

¸ŜŀǊ нлмс пΣллΣллл мрΣллл όƭƻǎǎύ 

¸ŜŀǊ нлмт рΣллΣллл мрΣллл όǇǊƻŬǘύ 

5ƛũŜǊŜƴŎŜ мΣллΣллл олΣллл 

 

όƛύ tκ± wŀǝƻ Ґ ό5ƛũŜǊŜƴŎŜ ƛƴ tǊƻŬǘκ 5ƛũŜǊŜƴŎŜ ƛƴ {ŀƭŜǎύ Ȅ млл Ґ олΣлллκ мΣллΣллл Ȅ млл Ґол҈ 

όƛƛύ                   ό  ύ 

/ƻƴǘǊƛōǳǝƻƴ ƛƴ нлмс όпΣллΣллл Ҏ ол҈ύ мΣнлΣллл 

!ŘŘΥ [ƻǎǎ мрΣллл 

CƛȄŜŘ /ƻǎǘ ϝ мΣорΣллл 

ϝ/ƻƴǘǊƛōǳǝƻƴ Ґ CƛȄŜŘ Ŏƻǎǘ Ҍ tǊƻŬǘ 

\CƛȄŜŘ Ŏƻǎǘ Ґ /ƻƴǘǊƛōǳǝƻƴ ς tǊƻŬǘ 

όƛƛƛύ .ǊŜŀƪπŜǾŜƴ Ǉƻƛƴǘ Ґ CƛȄŜŘ /ƻǎǘκ tκ± wŀǝƻ Ґ мΣорΣлллκол҈ Ґ   пΣрлΣллл 

όƛǾύ {ŀƭŜǎ ǘƻ ŜŀǊƴ ŀ ǇǊƻŬǘ ƻŦ   прΣллл 

CƛȄŜŘ /ƻǎǘ 5ŜǎƛǊŜŘ ǇǊƻŬǘ κ tκ± wŀǝƻ Ґ мΣорΣллл Ҍ прΣллл κ ол҈ Ґ   сΣллΣллл 

όǾύ aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ ƛƴ нлмт ςму 

aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ  Ґ !Ŏǘǳŀƭ ǎŀƭŜǎ ς .ǊŜŀƪπŜǾŜƴ ǎŀƭŜǎ  

     Ґ рΣллΣллл ς пΣрлΣллл Ґ   рлΣлллΦ 

 

мрΦ 

όƛύ 9Ǿŀƭǳŀǝƻƴ ƻŦ hǇǝƻƴ όƛύ 

{ŜƭƭƛƴƎ tǊƛŎŜ Ґ   мулл Ҍ   нлл Ґ   нΣллл 

{ŀƭŜǎ Ґ нллл Ҏ сл҈ Ґ мнлл tƛŜŎŜǎ 

   

{ŀƭŜǎ όмΣнлл ǇƛŜŎŜǎ Ϫ   нΣлллύ нпΣллΣллл 

[ŜǎǎΥ 5ƛǊŜŎǘ aŀǘŜǊƛŀƭ ό рΣфпΣнлл κ мрлл ǳƴƛǘǎ Ȅ мнллύ  пΣтрΣосл 

5ƛǊŜŎǘ [ŀōƻǳǊ ό  пΣпнΣслл κ мΣрлл ǳƴƛǘǎ Ȅ мнллύ оΣрпΣлул 
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±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘ ό  ммΣфтΣллл Ȅ сл҈ κ мрлл ǳƴƛǘǎύ рΣтпΣрсл 

/ƻƴǘǊƛōǳǝƻƴ фΣфсΣллл 

[ŜǎǎΥ CƛȄŜŘ Ŏƻǎǘ όммΣфтΣллл Ҏ пл҈ύ пΣтуΣулл 

tǊƻŬǘ рΣмтΣнлл 

LŦ ǇǊƛŎŜ Ƙŀǎ ōŜŜƴ ƛƴŎǊŜŀǎŜŘ ōȅ ммΦмм҈ όƛƴŎǊŜŀǎŜǎ ōȅ нлл ƻƴ мΣуллύ ǎŀƭŜǎ ƎƻŜǎ Řƻǿƴ ōȅ нл҈ 

όŘŜŎǊŜŀǎŜŘ ōȅ олл ƻƴ мΣрллύΦ /ƘŀƴƎŜ ƛƴ ŘŜƳŀƴŘ ƛǎ ƎǊŜŀǘŜǊ ǘƘŀƴ ŎƘŀƴƎŜ ƛƴ ǇǊƛŎŜΦ {ƛƴŎŜ ǘƘŜ 

ǾŀǊƛŀōƭŜ Ŏƻǎǘǎ ŀǊŜ ǎǝƭƭ ǎŀƳŜ ǇǊƻŬǘ Ƙŀǎ ōŜŜƴ ŀǊƻǎŜ ǘƻ рΣмтΣнлл ƛƴπǎǇƛǘŜ ƻŦ ƘƛƎƘ ŜƭŀǎǝŎƛǘȅ ƻŦ 

ŘŜƳŀƴŘΦ tI ƎŜƳǎ ǿƻǳƭŘ ƴƻǘ ōŜ ŀōƭŜ ǘƻ ǎǳǎǘŀƛƴ ǘƘƛǎ ǇƻƭƛŎȅ ƻƴ ŀŎŎƻǳƴǘ ƻŦ ŎƘŀƴƎŜ ƛŦ ŀƴȅ ƛƴ 

ǾŀǊƛŀōƭŜ ŎƻǎǘǎΦ 

 

όƛƛύ 9Ǿŀƭǳŀǝƻƴ ƻŦ hǇǝƻƴ όƛƛύ 

 ό ύ 

{ŀƭŜǎ  мΣуллΦлл 

[ŜǎǎΥ 5ƛǊŜŎǘ aŀǘŜǊƛŀƭ ό  рΣфпΣнлл κ мрллύ офсΦмо 

/ƻǎǘ ƻŦ ¢ƛŜ tLb муΦлл 

5ƛǊŜŎǘ [ŀōƻǳǊ ό  пΣпнΣсллκмрллύ нфрΦлт 

±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘǎ ό  ммΣфтΣллл Ȅ сл҈ κ рлллύ  птуΦул 

/ƻƴǘǊƛōǳǝƻƴ смнΦлл 

tκ± wŀǝƻ ό  смнκмуллȄмллύ опΦл҈ 

{ŀƭŜǎ ǘƻ ǊŜǉǳƛǊŜŘ ŜŀǊƴ ŀ ǇǊƻŬǘ ƻŦ нл҈ 

{ŀƭŜǎ Ґ   пΣтуΣулл Ҍ лΦнл ƻŦ ǎŀƭŜǎ κ опΦлл҈  

{ŀƭŜǎ Ґ   опΣнлΣллл ƻǊ мΣфлл ǳƴƛǘǎ ό  опΣнлΣлллκмуллύ 

 

¢ƻ ŜŀǊƴ ǇǊƻŬǘ нл҈ ƻƴ ǎŀƭŜǎ ƻŦ ǊŜŀŘȅƳŀŘŜ ǎǳƛǘ όŀƭƻƴƎ ǿƛǘƘ ¢L9 tLbύ ŎƻƳǇŀƴȅ Ƙŀǎ ǘƻ ǎƻƭŘ мΣфлл 

ǳƴƛǘǎ ƛΦŜΦΣ фр҈ ƻŦ ǘƘŜ Ŧǳƭƭ ŎŀǇŀŎƛǘȅΦ ¢Ƙƛǎ ǎŀƭŜǎ ƭŜǾŜƭ ƻŦ мΣфлл ǳƴƛǘǎ ƛǎ ƧǳǎǝŬŜŘ ƻƴƭȅ ƛŦ ǾŀǊƛŀōƭŜ Ŏƻǎǘ 

ƛǎ ŎƻƴǎǘŀƴǘΦ !ƴȅ ǳǇǎƛŘŜ ƛƴ ǾŀǊƛŀōƭŜ Ŏƻǎǘ ǿƻǳƭŘ ƛƳǇŀŎǘ ǇǊƻŬǘŀōƛƭƛǘȅΣ ǘƻ ŀŎƘƛŜǾŜ ǘƘŜ ŘŜǎƛǊŜŘ 

ǇǊƻŬǘŀōƛƭƛǘȅΦ tǊƻŘǳŎǝƻƴ Ƙŀǎ ǘƻ ōŜ ƛƴŎǊŜŀǎŜŘ ōǳǘ ǘƘŜ ǎŎƻǇŜ ƛǎ ƭƛƳƛǘŜŘ ǘƻ р҈ ƻƴƭȅΦ 
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t!w¢ ς .Υ όw9±L{Lhb ¢9{¢ t!t9w{ύ 

мсΦ 

όŀύ ²ƻǊƪƛƴƎ bƻǘŜǎΥ 

tŀǊǝŎǳƭŀǊǎ нлннπно ό ύ нлноπнп ό ύ 

CƛȄŜŘ /ƻǎǘ тнΣллΣллл 

ό  сл Ҏ мΣнлΣллл ǳƴƛǘǎύ 

тфΣнлΣллл 

όммл҈ ƻŦ   тнΣллΣлллύ 

±ŀǊƛŀōƭŜ /ƻǎǘ мул ннр 

όмнр҈ ƻŦ   мулύ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ .ǊŜŀƪπŜǾŜƴ tƻƛƴǘ όƛƴ ǳƴƛǘǎύΥ 

{ƛƴŎŜΣ ǎƘŜƭŦ ƭƛŦŜ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘ ƛǎ ƻƴŜ ȅŜŀǊ ƻƴƭȅΣ ƘŜƴŎŜΣ ƻǇŜƴƛƴƎ ǎǘƻŎƪ ƛǎ ǘƻ ōŜ ǎƻƭŘ ŬǊǎǘΦ 

 ό ύ 

¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ ǊŜǉǳƛǊŜŘ ǘƻ ǊŜŎƻǾŜǊ ǘƻǘŀƭ ŬȄŜŘ Ŏƻǎǘ ƛƴ нлноπ нп ŀƴŘ ǘƻ ǊŜŀŎƘ 

ōǊŜŀƪπŜǾŜƴ ǾƻƭǳƳŜΦ 

тфΣнлΣллл 

[ŜǎǎΥ /ƻƴǘǊƛōǳǝƻƴ ŦǊƻƳ ƻǇŜƴƛƴƎ ǎǘƻŎƪ 

ϑнлΣллл ǳƴƛǘǎ Ҏ ό  олл ς   мулύϒ 

нпΣллΣллл 

.ŀƭŀƴŎŜ /ƻƴǘǊƛōǳǝƻƴ ǘƻ ōŜ ǊŜŎƻǾŜǊŜŘ ррΣнлΣллл 

¦ƴƛǘǎ ǘƻ ōŜ ǇǊƻŘǳŎŜŘ ǘƻ ƎŜǘ ōŀƭŀƴŎŜ ŎƻƴǘǊƛōǳǝƻƴ 

Ґ   ррΣнлΣллл κ  олл π  ннр Ґ тоΣслл ǇŀŎƪŜǘǎΦ 

.ǊŜŀƪπŜǾŜƴ ǾƻƭǳƳŜ ƛƴ ǳƴƛǘǎ ŦƻǊ нлноπнп 

 tŀŎƪŜǘǎ 

CǊƻƳ нлноπнп ǇǊƻŘǳŎǝƻƴ тоΣслл 

!ŘŘΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ŦǊƻƳ нлннπно нлΣллл 

 фоΣслл 

 

мтΦ 

a) P/V ratio: Sales per unit - Variable Cost per unit / Selling price per unit x 100 

= 1000 ς 800 / 1000 x 100 

= 200/ 1000 x 100 =20% 

Annual BEP in units: Annual fixed cost / Contribution per unit  

= 23,00,000 / 200 = 11,500 units 

Annual BEP in value: Annual fixed cost / P/V ratio  

= 23,00,000 / 20% = 1,15,00,000 

ōύ wŜǾƛǎŜŘ tκ± Ǌŀǝƻ ŀƴŘ .9t Υ 

/ƻƳƳƛǎǎƛƻƴ ƻƴ ǎŀƭŜǎ ǇŜǊ ǳƴƛǘҐ м҈ ƻŦ мΣлллҐ  мл 

{ƻΣ tκ± Ǌŀǝƻ Υ мллл ς όтрл Ҍ рл Ҍ млύ κ мллл  

Ґ мфл κ мллл Ȅ млл Ґ мф҈ 

.9t ƛƴ ǘŜǊƳǎ ƻŦ ǳƴƛǘǎΥ !ƴƴǳŀƭ ŬȄŜŘ Ŏƻǎǘ κ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
н
т
н 

Ґ ноΣллΣллл κ мфл Ґ мнΣмлс ǳƴƛǘǎ 

.9t ƛƴ ǘŜǊƳǎ ƻŦ ǾŀƭǳŜΥ !ƴƴǳŀƭ ŬȄŜŘ Ŏƻǎǘ t κ ±  

Ґ ноΣллΣллл κ мф҈ Ґ мΣнмΣлрΣнсо 

όŎύ .ǊŜŀƪπŜǾŜƴ Ǉƻƛƴǘ ǳƴŘŜǊ ŬȄŜŘ ǎŀƭŀǊȅ ǇƭŀƴΥ  

tκ± Ǌŀǝƻ Ґ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ κ {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ Ґ мллл π трл κ мллл Ȅ млл Ґ нрл κ 

мллл Ҏ млл 

wŜǾƛǎŜŘ ŬȄŜŘ Ŏƻǎǘ Υ hǊƛƎƛƴŀƭ ŬȄŜŘ Ŏƻǎǘ   ноΣллΣллл  

tǊƻǇƻǎŜŘ ŬȄŜŘ ǎŀƭŀǊȅ   фΣллΣллл  

¢ƻǘŀƭ   онΣллΣллл  

.9t ƛƴ ǘŜǊƳǎ ƻŦ ǳƴƛǘǎΥ !ƴƴǳŀƭ ŬȄŜŘ Ŏƻǎǘ κ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ Ґ онΣллΣллл κ нрл Ґ мнΣулл 

ǳƴƛǘǎ 

.9t ƛƴ ǘŜǊƳǎ ƻŦ ǾŀƭǳŜΥ Ґ !ƴƴǳŀƭ ŬȄŜŘ Ŏƻǎǘ κ t κ Ǿ Ǌŀǝƻ Ґ онΣллΣллл κ нр҈ Ґ мΣнуΣллΣллл 

όŘύ !ƴƴǳŀƭ ōǊŜŀƪπŜǾŜƴ Ǉƻƛƴǘ ǳƴŘŜǊ ǊŜǉǳƛǊŜƳŜƴǘ όŀύ ƛǎ ммΣрлл ǳƴƛǘǎΦ  

aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ ŀǘ ǎŀƭŜǎ ǾƻƭǳƳŜ ƻŦ нлΣллл ǳƴƛǘ ƻŦ ōŀƎǎ όнлΣллл ς ммΣрллύ Ґ урлл ǳƴƛǘǎ  

/ƻƴǘǊƛōǳǝƻƴ ƻƴ ǎŀƭŜǎ ōŜȅƻƴŘ ōǊŜŀƪπŜǾŜƴ ǎŀƭŜǎΥ  

wŜǾƛǎŜŘ ŎƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘΥ нлл ς όн҈ ƻŦ млллύ Ґ мул  

tǊƻŬǘ Ґ aŀǊƎƛƴ ƻŦ ǎŀŦŜǘȅ όƛƴ ǳƴƛǘǎύ Ҏ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ  

Ґ урлл Ҏ мул Ґ  мрΣолΣллл 

 

муΦ 

όŀύ όƛύ Cǳƭƭ Ŏƻǎǘ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘ ǇŜǊ ǳƴƛǘ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ            сфо 

5ƛǊŜŎǘ ƭŀōƻǳǊ             омр 

±ŀǊƛŀōƭŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎǳǇǇƻǊǘ        рлп 

CƛȄŜŘ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎǳǇǇƻǊǘ        млфн 

¢ƻǘŀƭ ƳŀƴǳŦŀŎǘǳǊƛƴƎ Ŏƻǎǘǎ         нслп 

όƛƛύ /ƻƴǘǊƛōǳǝƻƴ ƳŀǊƎƛƴ ǇŜǊ ǳƴƛǘ 

{ŜƭƭƛƴƎ ǇǊƛŎŜ             офлс 

[ŜǎǎΥ ±ŀǊƛŀōƭŜ Ŏƻǎǘǎ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ            сфо 

5ƛǊŜŎǘ ƭŀōƻǳǊ             омр 

±ŀǊƛŀōƭŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎǳǇǇƻǊǘ        рлп  

/ƻƴǘǊƛōǳǝƻƴ ƳŀǊƎƛƴ ǇŜǊ ǳƴƛǘ        нофп 

όƛƛƛύ /ƻǎǘǎ ŦƻǊ ŘŜŎƛǎƛƻƴ ƳŀƪƛƴƎ ŀǊŜ ǘƘƻǎŜ Ŏƻǎǘǎ ǘƘŀǘ ŘƛũŜǊ ōŜǘǿŜŜƴ ŀƭǘŜǊƴŀǝǾŜǎΣ ǿƘƛŎƘ 

ƛƴ ǘƘƛǎ ǎƛǘǳŀǝƻƴ ŀǊŜ ǘƘŜ ƛƴŎǊŜƳŜƴǘŀƭ ŎƻǎǘǎΦ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ            сфо 

5ƛǊŜŎǘ ƭŀōƻǳǊ             омр 
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±ŀǊƛŀōƭŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎǳǇǇƻǊǘ        рлп 

¢ƻǘŀƭ ƛƴŎǊŜƳŜƴǘŀƭ Ŏƻǎǘǎ          мрмн 

όƛǾύ aƛƴƛƳǳƳ ŀŎŎŜǇǘŀōƭŜ ǇǊƛŎŜ ǿƻǳƭŘ ōŜ ǘƘŜ ƛƴŎǊŜƳŜƴǘŀƭ Ŏƻǎǘǎ ƛƴ ǘƘŜ ǎƘƻǊǘ ǘŜǊƳ ƛΦŜΦ   мрмн 

όǾύ ¸ŜǎΣ wtt aŀƴǳŦŀŎǘǳǊŜǊǎ Ƴŀȅ ŎƻƴǎƛŘŜǊ ŀ ǇǊƛŎŜ ƻŦ   нмлл ǇŜǊ ǳƴƛǘ ōŜŎŀǳǎŜ ǘƘƛǎ ǇǊƛŎŜ ƛǎ 

ƎǊŜŀǘŜǊ ǘƘŀƴ ǘƘŜ ƳƛƴƛƳǳƳ ŀŎŎŜǇǘŀōƭŜ ǇǊƛŎŜΦ 

όōύ όƛύ 

tŀǊǝŎǳƭŀǊǎ ό ύ 

±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǊǳƴƴƛƴƎ ƘƻǳǊ ƻŦ aŀŎƘƛƴŜ awмл ό  суΣтрлκммлл ƘƻǳǊǎύ снΦрл 

CƛȄŜŘ Ŏƻǎǘ ό  рлΣлллκммлл ƘƻǳǊǎύ прΦпс 

/ƻǎǘ ƻŦ ōǊŀƛƴ ǎŎŀƴ ƻƴ aŀŎƘƛƴŜ awмлΥ ό ύ 

±ŀǊƛŀōƭŜ ƳŀŎƘƛƴŜ Ŏƻǎǘ όп ƘƻǳǊǎ Ҏ   снΦрлύ нрлΦлл 

{ǇŜŎƛŀƭ ǘŜŎƘƴƻƭƻƎȅ мллΦлл 

¢ƻǘŀƭ ǾŀǊƛŀōƭŜ Ŏƻǎǘ орлΦлл 

CƛȄŜŘ ƳŀŎƘƛƴŜ Ŏƻǎǘ όп ƘƻǳǊǎ Ҏ   прΦпсύ мумΦуп 

¢ƻǘŀƭ Ŏƻǎǘ ƻŦ ŀ ǎŎŀƴ ромΦуп 

¢ƻǘŀƭ Ŏƻǎǘ ƻŦ ŀ ǎŀǝǎŦŀŎǘƻǊȅ ǎŎŀƴ ό  ромΦупκлΦфύ рфлΦфо 

όƛƛύ  Lǘ ƛǎ ƎƛǾŜƴ ǘƘŀǘ ŬȄŜŘ Ŏƻǎǘ ǿƛƭƭ ǊŜƳŀƛƴ ǳƴŎƘŀƴƎŜŘ ŀƴŘ ǘƘǳǎ ǘƘŜȅ ŀǊŜ ƴƻǘ ǊŜƭŜǾŀƴǘ ŦƻǊ ǘƘŜ 

ŘŜŎƛǎƛƻƴΦ ¢ƘŜ ǊŜƭŜǾŀƴǘ Ŏƻǎǘǎ ǿƻǳƭŘ ōŜ ǘƘŜ ƛƴŎǊŜƳŜƴǘŀƭ Ŏƻǎǘǎ ƻŦ ŀƴ ŀŘŘƛǝƻƴŀƭ ǎŎŀƴΥ 

aŀŎƘƛƴŜ awмлΥ ό ύ 

±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǎŎŀƴ орлΦлл 

±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǎŀǝǎŦŀŎǘƻǊȅ ǎŎŀƴ ό  орлκлΦфύ оууΦуф 

aŀŎƘƛƴŜ awрфΥ ό ύ 

±ŀǊƛŀōƭŜ ƳŀŎƘƛƴŜ Ŏƻǎǘ ǇŜǊ ǎŎŀƴ ό  мΣслΣллл κ нллл ƘƻǳǊǎ Ҏ 

мΦу ƘƻǳǊǎύ 

мппΦлл 

{ǇŜŎƛŀƭ ǘŜŎƘƴƻƭƻƎȅ мотΦрл 

±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǎŎŀƴ нумΦрл 

±ŀǊƛŀōƭŜ Ŏƻǎǘ ǇŜǊ ǎŀǝǎŦŀŎǘƻǊȅ ǎŎŀƴ ό  нумΦрлκлΦфпύ нффΦпт 

¢ƘŜ ǊŜƭŜǾŀƴǘ Ŏƻǎǘǎ ǇŜǊ ǎŀǝǎŦŀŎǘƻǊȅ ǎŎŀƴ ŀǊŜ ŎƘŜŀǇŜǊ ƻƴ aŀŎƘƛƴŜ awрф ŀƴŘ ǘƘŜǊŜŦƻǊŜ 

ōǊŀƛƴ ǎŎŀƴǎ ǎƘƻǳƭŘ ōŜ ǳƴŘŜǊǘŀƪŜƴ ƻƴ ǎŀƛŘ ƳŀŎƘƛƴŜΦ 

 

мфΦ 

όƛύ /ƻƳǇǳǘŀǝƻƴ ƻŦ t± ǊŀǝƻΣ ŎƻƴǘǊƛōǳǝƻƴΣ ǇǊƻŬǘ  ŀƴŘ ōǊŜŀƪπŜǾŜƴ ǎŀƭŜǎ ŦƻǊ ŜȄƛǎǝƴƎ ǇǊƻŘǳŎǘ ƳƛȄ 

 tǊƻŘǳŎǘǎ ¢ƻǘŀƭ 

{ ¢ ¦ 

{ŜƭƭƛƴƎ tǊƛŎŜ ό ύ слл улл плл  

[ŜǎǎΥ ±ŀǊƛŀōƭŜ /ƻǎǘ ό ύ олл плл нпл 
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/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ ό ύ олл плл мсл 

tκ± wŀǝƻ ό/ƻƴǘǊƛōǳǝƻƴκ{ŜƭƭƛƴƎ  ǇǊƛŎŜύ рл҈ рл҈ пл҈ 

{ŀƭŜǎ aƛȄ нр҈ ор҈ пл҈ 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǊǳǇŜŜ ƻŦ ǎŀƭŜǎ όtκ± wŀǝƻ Ҏ {ŀƭŜǎ aƛȄύ мнΦр҈ мтΦр҈ мс҈ пс҈ 

tǊŜǎŜƴǘ ¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ ό мΣнлΣллΣллл Ҏ пс҈ύ    ррΣнлΣллл 

[ŜǎǎΥ CƛȄŜŘ /ƻǎǘǎ     осΣллΣллл 

tǊŜǎŜƴǘ tǊƻŬǘ     мфΣнлΣллл 

tǊŜǎŜƴǘ .ǊŜŀƪ 9ǾŜƴ {ŀƭŜǎ ό  осΣллΣлллκлΦпсύ   туΣнсΣлут 

όƛƛύ /ƻƳǇǳǘŀǝƻƴ ƻŦ t± ǊŀǝƻΣ ŎƻƴǘǊƛōǳǝƻƴΣ ǇǊƻŬǘ ŀƴŘ ōǊŜŀƪπŜǾŜƴ ǎŀƭŜ ŦƻǊ ǇǊƻǇƻǎŜŘ ǇǊƻŘǳŎǘ ƳƛȄ 

 tǊƻŘǳŎǘǎ ¢ƻǘŀƭ 

{ ¢ a 

{ŜƭƭƛƴƎ tǊƛŎŜ ό ύ слл улл слл  

 

 

 

 

рл҈ 

[ŜǎǎΥ ±ŀǊƛŀōƭŜ /ƻǎǘ ό ύ олл плл олл 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ ό ύ олл плл олл 

tκ± wŀǝƻ  ό/ƻƴǘǊƛōǳǝƻƴκ{ŜƭƭƛƴƎ  ǇǊƛŎŜύ рл҈ рл҈ рл҈ 

{ŀƭŜǎ aƛȄ пл҈ ор҈ нр҈ 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǊǳǇŜŜ ƻŦ ǎŀƭŜǎ όtκ± wŀǝƻ Ȅ {ŀƭŜǎ 

aƛȄύ 

нл҈ мтΦр҈ мнΦр҈ 

tǊƻǇƻǎŜŘ ¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ όмΣнуΣллΣллл Ȅ рл҈ύ  спΣллΣллл 

[ŜǎǎΥ CƛȄŜŘ /ƻǎǘǎ    осΣллΣллл 

tǊƻǇƻǎŜŘ tǊƻŬǘ    нуΣллΣллл 

tǊƻǇƻǎŜŘ .ǊŜŀƪπ 9ǾŜƴ {ŀƭŜǎ ό  осΣллΣлллκлΦрлύ   тнΣллΣллл 

 

нлΦ 

/ƻƳǇǳǘŀǝƻƴ ƻŦ tǊƻŬǘ ±ƻƭǳƳŜ wŀǝƻ 

ό  ƛƴ Ψлллύ 

CŀŎǘƻǊȅ {ŀƭŜǎ tǊƻŬǘ tκ± wŀǝƻ 

ό/ƘŀƴƎŜ ƛƴ 

tǊƻŬǘκ /ƘŀƴƎŜ 

ƛƴ {ŀƭŜǎύ 

!Ŏǘǳŀƭ hǾŜǊ κ 

ό¦ƴŘŜǊύ 

.ǳŘƎŜǘ 

.ǳŘƎŜǘŜŘ 

{ŀƭŜǎ 

!Ŏǘǳŀƭ hǾŜǊ κ 

ό¦ƴŘŜǊύ 

.ǳŘƎŜǘ 

.ǳŘƎŜǘ tǊƻŬǘ 

bƻǊǘƘ мΣмлл όпллύ мΣрлл мор όмулύ омр пр҈ 

9ŀǎǘ мΣпрл мрл мΣолл нмл фл мнл сл҈ 

{ƻǳǘƘ мΣнлл όнллύ мΣплл оол όммлύ ппл рр҈ 

όƛύ              /ƻƳǇǳǘŀǝƻƴ ƻŦ CƛȄŜŘ /ƻǎǘǎ                                             ό  ƛƴ Ψлллύ 

CŀŎǘƻǊȅ !Ŏǘǳŀƭ 

{ŀƭŜǎ 

tκ± wŀǝƻ /ƻƴǘǊƛōǳǝƻƴ !Ŏǘǳŀƭ 

tǊƻŬǘ 

CƛȄŜŘ /ƻǎǘ 

όмύ όнύ όоύ Ґ όмύ Ҏ όнύ όпύ όрύ Ґ όоύ π όпύ 

bƻǊǘƘ мΣмлл пр҈ пфр мор осл 
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9ŀǎǘ мΣпрл сл҈ утл нмл ссл 

{ƻǳǘƘ мΣнлл рр҈ ссл оол оол 

¢ƻǘŀƭ оΣтрл  нΣлнр стр мΣорл 

όƛƛύ   /ƻƳǇǳǘŀǝƻƴ ƻŦ .ǊŜŀƪπ9ǾŜƴ {ŀƭŜǎ 

CŀŎǘƻǊȅ CƛȄŜŘ /ƻǎǘ 

όŀύ 

tκ± wŀǝƻ 

όōύ 

.ǊŜŀƪπŜǾŜƴ {ŀƭŜǎ 

όŀύ κ όōύ 

bƻǊǘƘ осл пр҈ улл 

9ŀǎǘ ссл сл҈ мΣмлл 

{ƻǳǘƘ оол рр҈ слл 

   нΣрлл 

.ǊŜŀƪπŜǾŜƴ {ŀƭŜǎ ό/ƻƳǇŀƴȅ ŀǎ ²ƘƻƭŜύ  Ґ CƛȄŜŘ /ƻǎǘκ /ƻƳǇƻǎƛǘŜ tκ± wŀǝƻϝ  

      Ґ   моΣрлΣллл κ рп҈ 

      Ґ   нрΣллΣллл 

ϝ/ƻƳǇƻǎƛǘŜ tκ± wŀǝƻ Ґ ¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴκ¢ƻǘŀƭ !Ŏǘǳŀƭ ǎŀƭŜǎ Ґ нΣлнрκоΣтрл Ґ рп҈ 

 

нмΦ 

όƛύ /ƻƳǇǳǘŀǝƻƴ ƻŦ t± ǊŀǝƻΣ ŎƻƴǘǊƛōǳǝƻƴ ŀƴŘ ōǊŜŀƪπŜǾŜƴ ǎŀƭŜǎ ŦƻǊ ŜȄƛǎǝƴƎ ǇǊƻŘǳŎǘ ƳƛȄ 

 tǊƻŘǳŎǘǎ  

¢ƻǘŀƭ { ¢ ¦ 

{ŜƭƭƛƴƎ tǊƛŎŜ ό ύ олл плл нлл  

[ŜǎǎΥ ±ŀǊƛŀōƭŜ /ƻǎǘ ό ύ мрл нлл мнл 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ ό ύ мрл нлл ул  

 

 

 

пт҈ 

tκ± wŀǝƻ ό/ƻƴǘǊƛōǳǝƻƴκ{ŜƭƭƛƴƎ ǇǊƛŎŜύ рл҈ рл҈ пл҈ 

{ŀƭŜǎ aƛȄ ор҈ ор҈ ол҈ 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǊǳǇŜŜ ƻŦ ǎŀƭŜǎ 

όtκ± wŀǝƻ Ҏ {ŀƭŜǎ aƛȄύ 

мтΦр҈ мтΦр҈ мн҈ 

tǊŜǎŜƴǘ ¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ ό слΣллΣллл Ҏ пт҈ύ    нуΣнлΣллл 

[ŜǎǎΥ CƛȄŜŘ /ƻǎǘǎ     муΣллΣллл 

tǊŜǎŜƴǘ tǊƻŬǘ     млΣнлΣллл 

tǊŜǎŜƴǘ .ǊŜŀƪπ9ǾŜƴ {ŀƭŜǎ ό муΣллΣлллκлΦптύ     оуΣнфΣтут 

όƛƛύ /ƻƳǇǳǘŀǝƻƴ ƻŦ t± ǊŀǝƻΣ ŎƻƴǘǊƛōǳǝƻƴ ŀƴŘ ōǊŜŀƪπŜǾŜƴ ǎŀƭŜ ŦƻǊ ǇǊƻǇƻǎŜŘ ǇǊƻŘǳŎǘ ƳƛȄ 

 tǊƻŘǳŎǘǎ  

S T M Total 

{ŜƭƭƛƴƎ tǊƛŎŜ ό ύ олл плл олл  

 

 

[ŜǎǎΥ ±ŀǊƛŀōƭŜ /ƻǎǘ ό ύ мрл нлл мрл 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ ό ύ мрл нлл мрл 
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tκ± wŀǝƻ ό/ƻƴǘǊƛōǳǝƻƴκ{ŜƭƭƛƴƎ ǇǊƛŎŜύ рл҈ рл҈ рл҈  

 

рл҈ 

{ŀƭŜǎ aƛȄ рл҈ нр҈ нр҈ 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǊǳǇŜŜ ƻŦ ǎŀƭŜǎ όtκ± wŀǝƻ Ȅ {ŀƭŜǎ aƛȄύ нр҈ мнΦр҈ мнΦр҈ 

tǊƻǇƻǎŜŘ ¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ ό спΣллΣллл Ȅ рл҈ύ    онΣллΣллл 

[ŜǎǎΥ CƛȄŜŘ /ƻǎǘǎ     муΣллΣллл 

tǊƻǇƻǎŜŘ tǊƻŬǘ     мпΣллΣллл 

tǊƻǇƻǎŜŘ .ǊŜŀƪπ9ǾŜƴ {ŀƭŜǎ ό муΣллΣлллκлΦрлύ    осΣллΣллл 

 

ннΦ 

{ŀƭŜǎ ±ƻƭǳƳŜ рлΣллл ¦ƴƛǘǎ 

/ƻƳǇǳǘŀǝƻƴ ƻŦ ŜȄƛǎǝƴƎ ŎƻƴǘǊƛōǳǝƻƴ 

tŀǊǝŎǳƭŀǊǎ tŜǊ ǳƴƛǘ ό ύ ¢ƻǘŀƭ ό  Lƴ ƭŀƪƘǎύ 

{ŀƭŜǎ сул оΣплл 

CƛȄŜŘ /ƻǎǘ нлл мΣллл 

tǊƻŬǘ рл нрл 

/ƻƴǘǊƛōǳǝƻƴ нрл мΣнрл 

±ŀǊƛŀōƭŜ /ƻǎǘ ό{ŀƭŜǎ ς /ƻƴǘǊƛōǳǝƻƴύ пол нΣмрл 

όƛύ .ǊŜŀƪ ŜǾŜƴ ǎŀƭŜǎ ƛƴ ǳƴƛǘǎ Ґ CƛȄŜŘ /ƻǎǘ κ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ Ґ млΣллΣллΣлллκнрл Ґ пΣллΣллл 

ǳƴƛǘǎ 

.ǊŜŀƪ ŜǾŜƴ ǎŀƭŜǎ ƛƴ ǊǳǇŜŜǎ Ґ пΣллΣллл ǳƴƛǘǎ Ҏ   сул Ґ   нΣтнл ƭŀƪƘǎ  

hw 

tκ± wŀǝƻ Ґ нрлκсул Ȅ млл Ґ осΦтс҈ 

.Φ9Φt όƛƴ ǊǳǇŜŜǎύ Ґ CƛȄŜŘ /ƻǎǘ κ tκ± wŀǝƻ Ґ млΣллΣллΣллл κ осΦтс҈ Ґ   нΦтнл ƭŀƪƘǎ ό!ǇǇǊƻȄΦύ 

όƛƛύ bǳƳōŜǊ ƻŦ ǳƴƛǘǎ ǎƻƭŘ ǘƻ ŀŎƘƛŜǾŜ ŀ ǘŀǊƎŜǘ ǇǊƻŬǘ ƻŦ   тлл ƭŀƪƘǎΥ 

5ŜǎƛǊŜŘ /ƻƴǘǊƛōǳǝƻƴ Ґ CƛȄŜŘ /ƻǎǘ Ҍ ¢ŀǊƎŜǘ tǊƻŬǘ 

Ґ мΣллл [ Ҍ тлл [ Ґ мΣтлл [ 

bǳƳōŜǊ ƻŦ ǳƴƛǘǎ ǘƻ ōŜ ǎƻƭŘ Ґ 5ŜǎƛǊŜŘ /ƻƴǘǊƛōǳǝƻƴҐ мтΣллΣллΣлллκнрл Ґ сΣулΣллл ǳƴƛǘǎ  

bǳƳōŜǊ ƻŦ ǳƴƛǘǎ ǘƻ ōŜ ǎƻƭŘ Ґ 5ŜǎƛǊŜŘ /ƻƴǘǊƛōǳǝƻƴκ/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ Ґ мнΣллΣллΣллл κ 

нΣллл Ґ слΣллл ǳƴƛǘǎ 

όƛƛƛύ tǊƻŬǘ ƛŦ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ƛǎ ƛƴŎǊŜŀǎŜŘ ōȅ мл҈ ŀƴŘ ǎŀƭŜǎ ǾƻƭǳƳŜ ŘǊƻǇǎ ōȅ мл҈Υ 

9ȄƛǎǝƴƎ {ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ǳƴƛǘ Ґ   сул 

wŜǾƛǎŜŘ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ Ґ   сул Ҏ ммл҈ Ґ  тпу 

9ȄƛǎǝƴƎ {ŀƭŜǎ ±ƻƭǳƳŜ Ґ рΣллΣллл ǳƴƛǘǎ 

wŜǾƛǎŜŘ ǎŀƭŜǎ ǾƻƭǳƳŜ Ґ рΣллΣллл ǳƴƛǘǎ ς мл҈ ƻŦ рΣллΣллл Ґ пΣрлΣллл ǳƴƛǘǎΦ 

{ǘŀǘŜƳŜƴǘ ƻŦ ǇǊƻŬǘ ŀǘ ǎŀƭŜǎ ǾƻƭǳƳŜ ƻŦ пΣрлΣллл ǳƴƛǘǎ Ϫ   тпу ǇŜǊ ǳƴƛǘ 

tŀǊǝŎǳƭŀǊǎ tŜǊ ǳƴƛǘ ό ύ ¢ƻǘŀƭ ό  Lƴ ƭŀƪƘǎύ 
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{ŀƭŜǎ тпу оΣосс 

[ŜǎǎΥ ±ŀǊƛŀōƭŜ /ƻǎǘǎ пол мΣфор 

/ƻƴǘǊƛōǳǝƻƴ ому мΣпом 

[ŜǎǎΥ CƛȄŜŘ /ƻǎǘ мΣллл 

tǊƻŬǘ пом 

όƛǾύ ±ƻƭǳƳŜ ǘƻ ōŜ ŀŎƘƛŜǾŜŘ ǘƻ ŜŀǊƴ ǘŀǊƎŜǘ ǇǊƻŬǘ ƻŦ  тлл ƭŀƪƘǎ ǿƛǘƘ ǊŜǾƛǎŜŘ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ŀƴŘ 

ǊŜŘǳŎǝƻƴ ƻŦ мл҈ ƛƴ ǾŀǊƛŀōƭŜ Ŏƻǎǘǎ ŀƴŘ  мтл ƭŀƪƘǎ ƛƴ ŬȄŜŘ ŎƻǎǘΥ  

wŜǾƛǎŜŘ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ    Ґ  тпу 

±ŀǊƛŀōƭŜ Ŏƻǎǘǎ ǇŜǊ ǳƴƛǘ ŜȄƛǎǝƴƎ   Ґ  пол 

wŜǾƛǎŜŘ ±ŀǊƛŀōƭŜ /ƻǎǘǎ 

wŜŘǳŎǝƻƴ ƻŦ мл҈ ƛƴ ǾŀǊƛŀōƭŜ Ŏƻǎǘǎ Ґ   пол ς мл҈ ƻŦ пол 

           Ґ   пол ς  по 

           Ґ  оут 

¢ƻǘŀƭ CƛȄŜŘ /ƻǎǘ όŜȄƛǎǝƴƎύ     Ґ   мΣллл ƭŀƪƘǎ 

wŜŘǳŎǝƻƴ ƛƴ ŬȄŜŘ Ŏƻǎǘ     Ґ   мтл ƭŀƪƘǎ 

wŜǾƛǎŜŘ ŬȄŜŘ Ŏƻǎǘ       Ґ   мΣллл ƭŀƪƘǎ ς   мтл ƭŀƪƘǎ Ґ  уол ƭŀƪƘǎ 

wŜǾƛǎŜŘ /ƻƴǘǊƛōǳǝƻƴ όǳƴƛǘύ    Ґ wŜǾƛǎŜŘ ǎŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ς wŜǾƛǎŜŘ ±ŀǊƛŀōƭŜ /ƻǎǘǎ 

ǇŜǊ ǳƴƛǘǎ 

wŜǾƛǎŜŘ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ   Ґ   тпу ς   оут Ґ   осм 

5ŜǎƛǊŜŘ /ƻƴǘǊƛōǳǝƻƴ      Ґ wŜǾƛǎŜŘ CƛȄŜŘ /ƻǎǘ Ҍ ¢ŀǊƎŜǘ tǊƻŬǘ 

          Ґ   уол ƭŀƪƘǎ Ҍ  тлл ƭŀƪƘǎ Ґ  мΣрол ƭŀƪƘǎ  

bƻΦ ƻŦ ǳƴƛǘǎ ǘƻ ōŜ ǎƻƭŘ     Ґ 5ŜǎƛǊŜŘ /ƻƴǘǊƛōǳǝƻƴκ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ  

          Ґ   мрΣолΣллΣлллκ  осм Ґ пΣноΣуно ǳƴƛǘǎ 

 

ноΦ 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

όмύ /ŀƭŎǳƭŀǝƻƴ ƻŦ /ƻǎǘ ƻŦ DƻƻŘǎ {ƻƭŘ ό/hD{ύΥ 

/hD{ Ґ 5a Ҍ 5[ Ҍ ChI Ҍ !hI 

/hD{ Ґ ϑлΦо /hD{ Ҍ лΦмр /hD{ Ҍ όлΦмл /hD{ Ҍ   нΣолΣлллύ Ҍ όлΦлн /hD{ Ҍ   тмΣлллύϒ 

hǊΣ /hD{ Ґ лΦрт /hD{ Ҍ   оΣлмΣллл 

hǊΣ /hD{ Ґ   оΣлмΣллл κ лΦпо Ґ   тΣллΣллл 

όнύ /ŀƭŎǳƭŀǝƻƴ ƻŦ /ƻǎǘ ƻŦ {ŀƭŜǎ ό/h{ύΥ 

/h{ Ґ /hD{ Ҍ {ϧ5hI 

/h{ Ґ /hD{ Ҍ όлΦлп /h{ Ҍ   суΣлллύ 

hǊΣ /h{ Ґ   тΣллΣллл Ҍ όлΦлп /h{ Ҍ   суΣлллύ 

hǊΣ /h{ Ґ  тΣсуΣллл κ лΦфс Ґ   уΣллΣллл 
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όоύ /ŀƭŎǳƭŀǝƻƴ ƻŦ ±ŀǊƛŀōƭŜ /ƻǎǘǎΥ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ πόлΦол Ҏ   тΣллΣлллύ   нΣмлΣллл 

5ƛǊŜŎǘ [ŀōƻǳǊ πόлΦмр Ҏ   тΣллΣлллύ   мΣлрΣллл 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘ πόлΦмл Ҏ   тΣллΣлллύ   тлΣллл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ hI πόлΦлн Ҏ   тΣллΣлллύ   мпΣллл 

{ŜƭƭƛƴƎ ϧ 5ƛǎǘǊƛōǳǝƻƴ hI όлΦлп Ҏ   уΣллΣлллύ   онΣллл 

    пΣомΣллл 

όпύ  /ŀƭŎǳƭŀǝƻƴ ƻŦ ǘƻǘŀƭ CƛȄŜŘ /ƻǎǘǎΥ 

CŀŎǘƻǊȅ hǾŜǊƘŜŀŘπ    нΣолΣллл 

!ŘƳƛƴƛǎǘǊŀǝƻƴ hIπ    тмΣллл 

{ŜƭƭƛƴƎ ϧ 5ƛǎǘǊƛōǳǝƻƴ hI    суΣллл 

    оΣсфΣллл 

όрύ  /ŀƭŎǳƭŀǝƻƴ ƻŦ tκ± wŀǝƻΥ 

tκ± wŀǝƻ Ґ /ƻƴǘǊƛōǳǝƻƴκ{ŀƭŜǎ Ȅ млл Ґ {ŀƭŜǎ ς ǾŀǊƛŀōƭŜ Ŏƻǎǘǎ κ {ŀƭŜǎ Ȅ млл 

Ґ ό  мур Ȅ рΣллл ǳƴƛǘǎύ π   пΣомΣллл κ   мур Ȅ рΣллл ǳƴƛǘǎ Ȅ млл Ґ роΦпм҈ 

όƛύ .ǊŜŀƪπ9ǾŜƴ {ŀƭŜǎ  

Ґ CƛȄŜŘ /ƻǎǘǎ κ tκ± wŀǝƻ Ґ   оΣсфΣллл κ роΦпм҈ Ґ   сΣфлΣуун  

όƛƛύ tǊƻŬǘ ŜŀǊƴŜŘ ŘǳǊƛƴƎ ǘƘŜ ƭŀǎǘ ȅŜŀǊ   

Ґ ό{ŀƭŜǎ ς ¢ƻǘŀƭ ±ŀǊƛŀōƭŜ /ƻǎǘǎύ ς ¢ƻǘŀƭ CƛȄŜŘ /ƻǎǘǎ 

Ґ ό фΣнрΣллл π  пΣомΣлллύ π  оΣсфΣллл 

Ґ  мΣнрΣллл 

όƛƛƛύ aŀǊƎƛƴ ƻŦ {ŀŦŜǘȅ ό҈ύ   

Ґ {ŀƭŜǎ ς .ǊŜŀƪŜǾŜƴ ǎŀƭŜǎ κ {ŀƭŜǎ Ȅ млл  

Ґ   фΣнрΣллл π   сΣфлΣуун κ   фΣнрΣллл Ȅ млл Ґ нрΦом҈ 

όƛǾύ tǊƻŬǘ ƛŦ ǘƘŜ ǎŀƭŜǎ ǿŜǊŜ мл҈ ƭŜǎǎ ǘƘŀƴ ǘƘŜ ŀŎǘǳŀƭ ǎŀƭŜǎΥ 

tǊƻŬǘ Ґ фл҈ ό фΣнрΣллл π  пΣомΣлллύ π  оΣсфΣллл  

   Ґ  пΣппΣслл π  оΣсфΣллл Ґ  трΣслл 

 

нпΦ 

όƛύ /ƻƴǘǊƛōǳǝƻƴ Ґ  отр π  мтр Ґ  нлл ǇŜǊ ǳƴƛǘΦ 

.ǊŜŀƪ ŜǾŜƴ {ŀƭŜǎ vǳŀƴǝǘȅ Ґ CƛȄŜŘ ŎƻǎǘκŎƻƴǘǊƛōǳǝƻƴ ƳŀǊƎƛƴ ǇŜǊ ǳƴƛǘ Ґ   срΣллΣлллκ нлл Ґ 

онΣрлл ǳƴƛǘǎ 

/ŀǎƘ .ǊŜŀƪ ŜǾŜƴ {ŀƭŜǎ vǘȅ Ґ /ŀǎƘ CƛȄŜŘ /ƻǎǘ κ ŎƻƴǘǊƛōǳǝƻƴ ƳŀǊƎƛƴ ǇŜǊ ǳƴƛǘ  

        Ґ   рлΣллΣлллκ  нлл Ґ нрΣллл ǳƴƛǘ 

όƛƛύ tκ± Ǌŀǝƻ Ґ /ƻƴǘǊƛōǳǝƻƴκǳƴƛǘ Ȅ млл Ґ   нллκ  отр Ȅ млл Ґ роΦоо҈ 

όƛƛƛύ bƻΦ ƻŦ ǳƴƛǘǎ ǘƘŀǘ Ƴǳǎǘ ōŜ ǎƻƭŘ ǘƻ ŜŀǊƴ ŀƴ LƴŎƻƳŜ ό9.L¢ύ ƻŦ  рΣллΣллл 

CƛȄŜŘ Ŏƻǎǘ Ҍ 5ŜǎƛǊŜŘ 9.L¢κ /ƻƴǘǊƛōǳǝƻƴ ƳŀǊƎƛƴ ǇŜǊ ǳƴƛǘ  
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Ґ срΣллΣллл Ҍ рΣллΣллл κ нлл Ґ орΣллл ǳƴƛǘǎ  

όƛǾύ !ƊŜǊ ¢ŀȄ LƴŎƻƳŜ όt!¢ύ Ґ  рΣллΣллл 

¢ŀȄ ǊŀǘŜ Ґ пл҈ 

5ŜǎƛǊŜŘ ƭŜǾŜƭ ƻŦ tǊƻŬǘ ōŜŦƻǊŜ ǘŀȄ Ґ   рΣллΣллл κ сл Ȅ млл Ґ   уΣооΣооо 

9ǎǝƳŀǘŜ {ŀƭŜǎ [ŜǾŜƭ Ґ CƛȄŜŘ /ƻǎǘ Ҍ 5ŜǎƛǊŜŘ ǇǊƻŬǘ κ tκ± Ǌŀǝƻ 

hǊΣ όCƛȄŜŘ /ƻǎǘ Ҍ 5ŜǎƛǊŜŘ tǊƻŬǘκ/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ Ȅ {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘύ 

Ґ   срΣллΣллл Ҍ   уΣооΣооо κ роΦоо҈ Ґ   мΣотΣрлΣурф 
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CHAPTER 12: STANDARD COSTING 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

twh.[9a ς мΥ όa!¸ но ς мл aŀǊƪǎύ 

b/ [ƛƳƛǘŜŘ ǳǎŜǎ ŀ ǎǘŀƴŘŀǊŘ ŎƻǎǝƴƎ ǎȅǎǘŜƳ ŦƻǊ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ƻŦ ƛǘǎ ǇǊƻŘǳŎǘ Ψ·ΩΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ 

ƛƴŦƻǊƳŀǝƻƴ ƛǎ ŀǾŀƛƭŀōƭŜ ŦƻǊ ǘƘŜ ƭŀǎǘ ǿŜŜƪ ƻŦ ǘƘŜ ƳƻƴǘƘΥ 

¶ нрΣллл ƪƎ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭ ǿŜǊŜ ŀŎǘǳŀƭƭȅ ǇǳǊŎƘŀǎŜŘ ŦƻǊ   оΣмнΣрллΦ ¢ƘŜ ŜȄǇŜŎǘŜŘ ƻǳǘǇǳǘ ƛǎ у ǳƴƛǘǎ 

ƻŦ ǇǊƻŘǳŎǘ ϥ·ϥ ŦǊƻƳ ŜŀŎƘ ƻƴŜ ƪƎ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭΦ ¢ƘŜǊŜ ƛǎ ƴƻ ƻǇŜƴƛƴƎ ŀƴŘ ŎƭƻǎƛƴƎ ƛƴǾŜƴǘƻǊƛŜǎΦ ¢ƘŜ 

ƳŀǘŜǊƛŀƭ ǇǊƛŎŜ ǾŀǊƛŀƴŎŜ ŀƴŘ ƳŀǘŜǊƛŀƭ Ŏƻǎǘ ǾŀǊƛŀƴŎŜΣ ŀǎ ǇŜǊ Ŏƻǎǘ ǊŜŎƻǊŘǎΣ ŀǊŜ   мнΣрлл όCύ ŀƴŘ   

мулл ό!ύΣ ǊŜǎǇŜŎǝǾŜƭȅΦ 

¶ ¢ƘŜ ǎǘŀƴŘŀǊŘ ǝƳŜ ǘƻ ǇǊƻŘǳŎŜ ŀ ōŀǘŎƘ ƻŦ мл ǳƴƛǘǎ ƻŦ ǇǊƻŘǳŎǘ ϥ·ϥ ƛǎ мр ƳƛƴǳǘŜǎΦ ¢ƘŜ ǎǘŀƴŘŀǊŘ ǿŀƎŜ 

ǊŀǘŜ ǇŜǊ ƭŀōƻǳǊ ƘƻǳǊ ƛǎ рлΦ ¢ƘŜ ŎƻƳǇŀƴȅ ŜƳǇƭƻȅǎ мнр ǿƻǊƪŜǊǎ ƛƴ ǘǿƻ ŎŀǘŜƎƻǊƛŜǎΣ ǎƪƛƭƭŜŘ ŀƴŘ ǎŜƳƛπ

ǎƪƛƭƭŜŘΣ ƛƴ ŀ Ǌŀǝƻ ƻŦ слΥплΦ ¢ƘŜ ƘƻǳǊƭȅ ǿŀƎŜǎ ŀŎǘǳŀƭƭȅ ǇŀƛŘ ǿŜǊŜ   рл ǇŜǊ ƘƻǳǊ ŦƻǊ ǎƪƛƭƭŜŘ ǿƻǊƪŜǊǎ 

ŀƴŘ   пл ǇŜǊ ƘƻǳǊ ŦƻǊ ǎŜƳƛπ ǎƪƛƭƭŜŘ ǿƻǊƪŜǊǎΦ ¢ƘŜ ǿŜŜƪƭȅ ǿƻǊƪƛƴƎ ƘƻǳǊǎ ŀǊŜ пл ƘƻǳǊǎ ǇŜǊ ǿƻǊƪŜǊΦ 

{ǘŀƴŘŀǊŘ ǿŀƎŜ ǊŀǘŜ ƛǎ ǘƘŜ ǎŀƳŜ ŦƻǊ ǎƪƛƭƭŜŘ ŀƴŘ ǎŜƳƛπ ǎƪƛƭƭŜŘ ǿƻǊƪŜǊǎΦ 

¶ ¢ƘŜ ƳƻƴǘƘƭȅ ŬȄŜŘ ƻǾŜǊƘŜŀŘǎ ŀǊŜ ōǳŘƎŜǘŜŘ ŀǘ   тсΣпул hǾŜǊƘŜŀŘǎ ŀǊŜ ŜǾŜƴƭȅ ŘƛǎǘǊƛōǳǘŜŘ 

ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ ƳƻƴǘƘ ŀƴŘ ŀǎǎǳƳŜ п ǿŜŜƪǎ ƛƴ ŀ ƳƻƴǘƘΦ Lƴ ǘƘŜ ƭŀǎǘ ǿŜŜƪ ƻŦ ǘƘŜ ƳƻƴǘƘΣ ǘƘŜ ŀŎǘǳŀƭ 

ŬȄŜŘ ƻǾŜǊƘŜŀŘ ŜȄǇŜƴǎŜǎ ǿŜǊŜ   мфΣрллΦ 

wŜǉǳƛǊŜŘΥ 

όƛύ /ŀƭŎǳƭŀǘŜ ǘƘŜ ǎǘŀƴŘŀǊŘ ǇǊƛŎŜ ǇŜǊ ƪƎ ŀƴŘ ǘƘŜ ǎǘŀƴŘŀǊŘ ǉǳŀƴǝǘȅ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭΦ 

όƛƛύ /ŀƭŎǳƭŀǘŜ ǘƘŜ ƳŀǘŜǊƛŀƭ ǳǎŀƎŜ ǾŀǊƛŀƴŎŜΣ ƭŀōƻǳǊ Ŏƻǎǘ ǾŀǊƛŀƴŎŜΣ ŀƴŘ ƭŀōƻǳǊ ŜŶŎƛŜƴŎȅ ǾŀǊƛŀƴŎŜΦ 

όƛƛƛύ /ŀƭŎǳƭŀǘŜ ǘƘŜ ŬȄŜŘ ƻǾŜǊƘŜŀŘ Ŏƻǎǘ ǾŀǊƛŀƴŎŜΣ ǘƘŜ ŬȄŜŘ ƻǾŜǊƘŜŀŘ ŜȄǇŜƴŘƛǘǳǊŜ ǾŀǊƛŀƴŎŜ ŀƴŘ ǘƘŜ 

ŬȄŜŘ ƻǾŜǊƘŜŀŘ ǾƻƭǳƳŜ ǾŀǊƛŀƴŎŜΦ 

bƻǘŜΥ LƴŘƛŎŀǘŜ ǘƘŜ ƴŀǘǳǊŜ ƻŦ ǾŀǊƛŀƴŎŜ ƛΦŜ CŀǾƻǳǊŀōƭŜ ƻǊ !ŘǾŜǊǎŜ 

 

twh.[9a ς нΥ όbh± нн  ϧ bh± но w¢t ς мл aŀǊƪǎύ 

¸ [ƛŘ ƳŀƴǳŦŀŎǘǳǊŜǎ ϦtǊƻŘǳŎǘ aϦ ǿƘƛŎƘ ǊŜǉǳƛǊŜǎ ǘƘǊŜŜ ǘȅǇŜǎ ƻŦ Ǌŀǿ ƳŀǘŜǊƛŀƭǎ π Ϧ!ϦΣ Ϧ.Ϧ ϧ Ϧ/ϦΦ CƻƭƭƻǿƛƴƎ 

ƛƴŦƻǊƳŀǝƻƴ ǊŜƭŀǘŜŘ ǘƻ мǎǘ ǉǳŀǊǘŜǊ ƻŦ ǘƘŜ CΦ¸Φ нлннπно Ƙŀǎ ōŜŜƴ ŎƻƭƭŜŎǘŜŘ ŦǊƻƳ ƛǘǎ ōƻƻƪǎ ƻŦ ŀŎŎƻǳƴǘǎΦ 

¢ƘŜ ǎǘŀƴŘŀǊŘ ƳŀǘŜǊƛŀƭ ƛƴǇǳǘ ǊŜǉǳƛǊŜŘ ŦƻǊ мΣллл ƪƎ ƻŦ ŬƴƛǎƘŜŘ ǇǊƻŘǳŎǘ ϥaϥ ŀǊŜ ŀǎ ǳƴŘŜǊΥ 

aŀǘŜǊƛŀƭ vǳŀƴǝǘȅ όYƎΦύ {ǘŘΦ wŀǘŜ ǇŜǊ YƎΦ ό ύ 

! рлл нр 

. орл пр 

/ нрл рр 

 ммлл  

{ǘŀƴŘŀǊŘ [ƻǎǎ млл  

{ǘŀƴŘŀǊŘ hǳǘǇǳǘ мллл  

5ǳǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘΣ ǘƘŜ ŎƻƳǇŀƴȅ ǇǊƻŘǳŎŜŘ нлΣллл ƪƎ ƻŦ ǇǊƻŘǳŎǘ ϦaϦ ŦƻǊ ǿƘƛŎƘ ǘƘŜ ŀŎǘǳŀƭ ǉǳŀƴǝǘȅ ƻŦ 
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ƳŀǘŜǊƛŀƭǎ ŎƻƴǎǳƳŜŘ ŀƴŘ ǇǳǊŎƘŀǎŜ ǇǊƛŎŜǎ ŀǊŜ ŀǎ ǳƴŘŜǊΥ 

aŀǘŜǊƛŀƭ vǳŀƴǝǘȅ όYƎΦύ tǳǊŎƘŀǎŜ ǇǊƛŎŜ ǇŜǊ YƎΦ ό ύ 

! ммΣллл но 

. тΣрлл пу 

/ пΣрлл сл 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

όƛύ aŀǘŜǊƛŀƭ /ƻǎǘ ±ŀǊƛŀƴŎŜ 

όƛƛύ aŀǘŜǊƛŀƭ tǊƛŎŜ ±ŀǊƛŀƴŎŜ ŦƻǊ ŜŀŎƘ Ǌŀǿ ƳŀǘŜǊƛŀƭ ŀƴŘ tǊƻŘǳŎǘ ϥaϥ 

όƛƛƛύ aŀǘŜǊƛŀƭ ¦ǎŀƎŜ ±ŀǊƛŀƴŎŜ ŦƻǊ ŜŀŎƘ Ǌŀǿ ƳŀǘŜǊƛŀƭ ŀƴŘ tǊƻŘǳŎǘ ϥaϥ 

όƛǾύ aŀǘŜǊƛŀƭ ¸ƛŜƭŘ ±ŀǊƛŀƴŎŜ  

bƻǘŜΥ LƴŘƛŎŀǘŜ ǘƘŜ ƴŀǘǳǊŜ ƻŦ ǾŀǊƛŀƴŎŜ ƛΦŜΦ CŀǾƻǳǊŀōƭŜ ƻǊ !ŘǾŜǊǎŜΦ 

 

twh.[9a ς оΥ όa!¸ нн ς р aŀǊƪǎύ 

! ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŘŜǇŀǊǘƳŜƴǘ ƻŦ ŀ ŎƻƳǇŀƴȅ Ƙŀǎ ŜƳǇƭƻȅŜŘ мнл ǿƻǊƪŜǊǎΦ ¢ƘŜ ǎǘŀƴŘŀǊŘ ƻǳǘǇǳǘ ƻŦ 

ǇǊƻŘǳŎǘ ϥϥbt·Ϧ ƛǎ нл ǳƴƛǘǎ ǇŜǊ ƘƻǳǊ ŀƴŘ ǘƘŜ ǎǘŀƴŘŀǊŘ ǿŀƎŜ ǊŀǘŜ ƛǎ  нр ǇŜǊ ƭŀōƻǳǊ ƘƻǳǊΦ 

Lƴ ŀ пу ƘƻǳǊǎ ǿŜŜƪΣ ǘƘŜ ŘŜǇŀǊǘƳŜƴǘ ǇǊƻŘǳŎŜŘ мΣллл ǳƴƛǘǎ ƻŦ ϥbt·ϥ ŘŜǎǇƛǘŜ р҈ ƻŦ ǘƘŜ ǝƳŜ ǇŀƛŘ ōŜƛƴƎ 

ƭƻǎǘ ŘǳŜ ǘƻ ŀƴ ŀōƴƻǊƳŀƭ ǊŜŀǎƻƴΦ ¢ƘŜ ƘƻǳǊƭȅ ǿŀƎŜǎ ŀŎǘǳŀƭƭȅ ǇŀƛŘ ǿŜǊŜ  нрΦтл ǇŜǊ ƘƻǳǊΦ 

/ŀƭŎǳƭŀǘŜΥ 

ƛΦ [ŀōƻǳǊ /ƻǎǘ ±ŀǊƛŀƴŎŜ 

ƛƛΦ [ŀōƻǳǊ wŀǘŜ ±ŀǊƛŀƴŎŜ 

ƛƛƛΦ [ŀōƻǳǊ 9ŶŎƛŜƴŎȅ ±ŀǊƛŀƴŎŜ 

ƛǾΦ [ŀōƻǳǊ LŘƭŜ ǝƳŜ ±ŀǊƛŀƴŎŜ 

 

twh.[9a ς пΥ όbh± нм ς мл aŀǊƪǎύ 

Lƴ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŎƻƳǇŀƴȅ ǘƘŜ ǎǘŀƴŘŀǊŘ ǳƴƛǘǎ ƻŦ ǇǊƻŘǳŎǝƻƴ ŦƻǊ ǘƘŜ ȅŜŀǊ ǿŜǊŜ ŬȄŜŘ ŀǘ мΣнлΣллл 

ǳƴƛǘǎ ŀƴŘ ƻǾŜǊƘŜŀŘ ŜȄǇŜƴŘƛǘǳǊŜǎ ǿŜǊŜ ŜǎǝƳŀǘŜŘ ǘƻ ōŜ ŀǎ ŦƻƭƭƻǿǎΥ 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

CƛȄŜŘ мнΣллΣллл 

{ŜƳƛπǾŀǊƛŀōƭŜ όсл҈ ŜȄǇŜƴǎŜǎ ŀǊŜ ƻŦ ŬȄŜŘ ƴŀǘǳǊŜ ŀƴŘ пл҈ ŀǊŜ ƻŦ ǾŀǊƛŀōƭŜ ƴŀǘǳǊŜύ мΣулΣллл 

±ŀǊƛŀōƭŜ сΣллΣллл 

!Ŏǘǳŀƭ ǇǊƻŘǳŎǝƻƴ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ ƻŦ !ǇǊƛƭΣ нлнм ǿŀǎ уΣллл ǳƴƛǘǎΦ 9ŀŎƘ ƳƻƴǘƘ Ƙŀǎ нл ǿƻǊƪƛƴƎ ŘŀȅǎΦ 

5ǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘ ǘƘŜǊŜ ǿŀǎ ƻƴŜ ǇǳōƭƛŎ ƘƻƭƛŘŀȅΦ ¢ƘŜ ŀŎǘǳŀƭ ƻǾŜǊƘŜŀŘǎ ǿŜǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ 

CƛȄŜŘ мΣмлΣллл 

{ŜƳƛπǾŀǊƛŀōƭŜ όсл҈ ŜȄǇŜƴǎŜǎ ŀǊŜ ƻŦ ŬȄŜŘ ƴŀǘǳǊŜ ŀƴŘ пл҈ ŀǊŜ ƻŦ ǾŀǊƛŀōƭŜύ мфΣнлл 

±ŀǊƛŀōƭŜ пуΣллл 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǾŀǊƛŀƴŎŜǎ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ !ǇǊƛƭ нлнмΥ 
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ƛΦ hǾŜǊƘŜŀŘ /ƻǎǘ ǾŀǊƛŀƴŎŜ 

ƛƛΦ CƛȄŜŘ hǾŜǊƘŜŀŘ /ƻǎǘ ǾŀǊƛŀƴŎŜ 

ƛƛƛΦ ±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘ /ƻǎǘ ǾŀǊƛŀƴŎŜ 

ƛǾΦ CƛȄŜŘ hǾŜǊƘŜŀŘ ±ƻƭǳƳŜ ǾŀǊƛŀƴŎŜ 

ǾΦ CƛȄŜŘ hǾŜǊƘŜŀŘ 9ȄǇŜƴŘƛǘǳǊŜ ±ŀǊƛŀƴŎŜ 

ǾƛΦ /ŀƭŜƴŘŀǊ ±ŀǊƛŀƴŎŜ 

 

twh.[9a ς рΥ όW¦[ нм ς мл aŀǊƪǎύ 

¢ƘŜ ǎǘŀƴŘŀǊŘ ƻǳǘǇǳǘ ƻŦ ŀ tǊƻŘǳŎǘ ϥ5Wϥ ƛǎ нр ǳƴƛǘǎ ǇŜǊ ƘƻǳǊ ƛƴ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ŘŜǇŀǊǘƳŜƴǘ ƻŦ ŀ 

/ƻƳǇŀƴȅ ŜƳǇƭƻȅƛƴƎ млл ǿƻǊƪŜǊǎΦ Lƴ ŀ пл ƘƻǳǊǎ ǿŜŜƪΣ ǘƘŜ ŘŜǇŀǊǘƳŜƴǘ ǇǊƻŘǳŎŜŘ фсл ǳƴƛǘǎ ƻŦ 

ǇǊƻŘǳŎǘ ϥ5Wϥ ŘŜǎǇƛǘŜ р҈ ƻŦ ǘƘŜ ǝƳŜ ǇŀƛŘ ǿŀǎ ƭƻǎǘ ŘǳŜ ǘƻ ŀƴ ŀōƴƻǊƳŀƭ ǊŜŀǎƻƴΦ ¢ƘŜ ƘƻǳǊƭȅ ǿŀƎŜ ǊŀǘŜǎ 

ŀŎǘǳŀƭƭȅ ǇŀƛŘ ǿŜǊŜ   сΦнлΣ   сΦлл ŀƴŘ   рΦтл ǊŜǎǇŜŎǝǾŜƭȅ ǘƻ DǊƻǳǇ ϥ!ϥ ŎƻƴǎƛǎǝƴƎ мл ǿƻǊƪŜǊǎΣ DǊƻǳǇ 

ϥ.ϥ ŎƻƴǎƛǎǝƴƎ ол ǿƻǊƪŜǊǎ ŀƴŘ DǊƻǳǇ ϥ/ϥ ŎƻƴǎƛǎǝƴƎ сл ǿƻǊƪŜǊǎΦ ¢ƘŜ ǎǘŀƴŘŀǊŘ ǿŀƎŜ ǊŀǘŜ ǇŜǊ ƭŀōƻǳǊ ƛǎ 

ǎŀƳŜ ŦƻǊ ŀƭƭ ǘƘŜ ǿƻǊƪŜǊǎΦ [ŀōƻǳǊ 9ŶŎƛŜƴŎȅ ±ŀǊƛŀƴŎŜ ƛǎ ƎƛǾŜƴ   нпл όCύΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎƻƳǇǳǘŜΥ 

όƛύ ¢ƻǘŀƭ [ŀōƻǳǊ /ƻǎǘ ±ŀǊƛŀƴŎŜΦ 

όƛƛύ ¢ƻǘŀƭ [ŀōƻǳǊ wŀǘŜ ±ŀǊƛŀƴŎŜΦ 

όƛƛƛύ ¢ƻǘŀƭ [ŀōƻǳǊ DŀƴƎ ±ŀǊƛŀƴŎŜΦ 

όƛǾύ ¢ƻǘŀƭ [ŀōƻǳǊ ¸ƛŜƭŘ ±ŀǊƛŀƴŎŜΣ ŀƴŘ 

όǾύ ¢ƻǘŀƭ [ŀōƻǳǊ LŘƭŜ ¢ƛƳŜ ±ŀǊƛŀƴŎŜΦ 

 

twh.[9a ς сΥ όW!b нм ς мл aŀǊƪǎύ 

Premier Industries has a small factory where 52 workers are employed on an average for 25 days a 

month and they work 8 hours per day. The normal down time is 15%. The firm has introduced 

standard costing for cost control. Its monthly budget for November, 2020 shows that the budgeted 

variable and fixed overhead are   1,06,080 and   2,21,000 respectively. 

The firm reports the following details of actual performance for November, 2020, after the end of the 

month: 

!Ŏǘǳŀƭ ƘƻǳǊǎ ǿƻǊƪŜŘ уΣмлл ƘǊǎΦ 

!Ŏǘǳŀƭ ǇǊƻŘǳŎǝƻƴ ŜȄǇǊŜǎǎŜŘ ƛƴ ǎǘŀƴŘŀǊŘ ƘƻǳǊǎ уΣулл ƘǊǎΦ 

!Ŏǘǳŀƭ ±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘǎ   мΣлнΣллл 

!Ŏǘǳŀƭ CƛȄŜŘ hǾŜǊƘŜŀŘǎ   нΣллΣллл 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ŎŀƭŎǳƭŀǘŜΥ 

όƛύ Variable Overhead Variances: 

όŀύ Variable overhead expenditure variance. 

όōύ Variable overhead efficiency variance. 

όƛƛύ Fixed Overhead Variances: 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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όŀύ Fixed overhead budget variance. 

όōύ Fixed overhead capacity variance. 

όŎύ Fixed overhead efficiency variance. 

όƛƛƛύ Control Ratios: 

όŀύ Capacity ratio. 

όōύ Efficiency ratio. 

όŎύ Activity ratio. 

 

twh.[9a ς тΥ όbh± нл ς мл aŀǊƪǎύ 

ABC Ltd. has furnished the following information regarding the overheads for the month of June 2020: 

(i) Fixed Overhead Cost Variance   2,800 (Adverse) 

(ii) Fixed Overhead Volume Variance   2,000 (Adverse) 

(iii) Budgeted Hours for June, 2020 2,400 hours 

(iv) Budgeted Overheads for June,2020   12,000 

(v) Actual rate of recovery of overheads   8 Per Hour 

From the above given information Calculate: 

1) Fixed Overhead Expenditure Variance 

2) Actual Overheads Incurred 

3) Actual Hours for Actual Production 

4) Fixed Overhead Capacity Variance 

5) Standard hours for Actual Production 

6) Fixed Overhead Efficiency Variance 

 

twh.[9a ς уΥ όbh± мф ς мл aŀǊƪǎύ 

The standard cost of a chemical mixture is as follows:  

60% of Material A @   50 per kg  

40% Material B @   60 per kg 

A standard loss of 25% on output is expected in production. The cost records for a period has shown 

the following usage. 

540 kg of Material A @   60 per kg  

260 kg of Material B @   50 per kg 

The quantity processed was 680 kilograms of good product. From the above given information 

Calculate: 

i. Material Cost Variance 

ii. Material Price Variance 

iii. Material Usage Variance 

iv. Material Mix Variance 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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v. Material Yield Variance. 

 

twh.[9a ς фΥ όbh± му ς р aŀǊƪǎύ 

A manufacturing concern has provided following information related to fixed overheads: 

 {ǘŀƴŘŀǊŘ !Ŏǘǳŀƭ 

Output in a month 5000 units 4800 units 

Working days in a month 25 days 23 days 

Fixed overheads   5,00,000   4,90,000 

Compute: 

i. Fixed overhead variance 

ii. Fixed overhead expenditure variance 

iii. Fixed overhead volume variance 

iv. Fixed overhead efficiency variance 

 

PROBLEM ς 10: (MAY 19 ς 10 Marks) 

A gang of workers normally consists of 30 skilled workers, 15 semi-skilled workers and 10 unskilled 

workers. They are paid at standard rate per hour as under: 

Skilled      70 

Semi-skilled          65 

Unskilled     50 

In a normal working week of 40 hours, the gang is expected to produce 2,000 units of output. During 

the week ended 31st March, 2019, the gang consisted of 40 skilled, 10 semi-skilled and 5 unskilled 

ǿƻǊƪŜǊǎΦ ¢ƘŜ ŀŎǘǳŀƭ ǿŀƎŜǎ ǇŀƛŘ ǿŜǊŜ ŀǘ ǘƘŜ ǊŀǘŜ ƻŦ  трΣ  сл ŀƴŘ  рн ǇŜǊ ƘƻǳǊ ǊŜǎǇŜŎǘƛǾŜƭȅΦ  CƻǳǊ 

hours were lost due to machine breakdown and 1,600 units were produced.Calculate the following 

variances showing clearly adverse (A) or favourable (F) 

i. Labour Cost Variance  

ii. Labour Rate Variance  

iii.  Labour Efficiency Variance 

iv. Labour Mix Variance 

v. Labour Idle Time Variance 

 

twh.[9a ς ммΥ όaŀȅ му ς р aŀǊƪǎύ 

Beta Ltd. is manufacturing Product N. This is manufactured by mixing two materials namely Material 

P and Material Q. The Standard Cost of Mixture is as under: 

Material P 150 ltrs. @   40 per ltr.  

Material Q 100 ltrs. @   60 per ltr.  

Standard loss @ 20 of total input is expected during production.  
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The cost records for the period exhibit following consumption:  

Material P 140 ltrs. @   42 per ltr,  

Material Q 110 ltrs. @   56 per ltr,  

Quantity produced was 195 ltrs. 

Calculate: 

i. Material Cost Variance 

ii. Material Usage Variance. 

iii. Material Price Variance 

 

t!w¢ ς .Υ όw9±L{Lhb ¢9{¢ t!t9w{ύ 

twh.[9a ς мн Υ όbh± ннύ 

Ahaan Limited operates a system of standard costing in respect of one of its products 'AH1' which is 

manufactured within a single cost centre. Details of standard per unit are as follows: 

¶ The standard material input is 20 kilograms at a standard price of   24 per kilogram. 

¶ The standard wage rate is   72 per hour and 5 hours are allowed to produce one unit. 

¶ Fixed production overhead is absorbed at the rate of 100% of wages cost. During the month of 

April 2022, the following was incurred: 

¶ Actual price paid for material purchased @   22 per kilogram. 

¶ Total direct wages cost was   43,92,000 

¶ Fixed production overhead cost incurred was  45,00,000 Analysis of variances was as follows: 

Variances Favourable Adverse 

Direct material price   4,80,000 - 

Direct material usage   48,000  

Direct labour rate -   69,120 

Direct labour efficiency   33,120 - 

Fixed production overhead expenditure    1,80,000 

You are required to CALCULATE the following for the month of April, 2022 

όƛύ Material cost variance 

όƛƛύ Budgeted output (in units) 

όƛƛƛύ Quantity of raw materials purchased (in kilograms) 

όƛǾύ Actual output (in units) 

όǾύ Actual hours worked 

όǾƛύ Actual wage rate per labour hour 

όǾƛƛύ Labour cost variance 

όǾƛƛƛύ Production overhead cost variance 
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twh.[9a ς мо Υ όa!¸ ннύ 

The standard output of a Product 'D' is 50 units per hour in manufacturing department of a Company 

employing 100 workers. In a 40 hours week, the department produced 1,920 units of product 'D' 

despite 5% of the time paid was lost due to an abnormal reason. The hourly wage rates actually paid 

were   12.40,   12.00 and   11.40 respectively to Group 'A' consisting 10 workers, Group 'B' 

consisting 30 workers and Group 'C' consisting 60 workers. The standard wage rate per labour is same 

for all the workers. Labour Efficiency Variance is given   480 (F). 

You are required to COMPUTE: 

(i) Total Labour Cost Variance. 

(ii) Total Labour Rate Variance. 

(iii) Total Labour Gang Variance. 

(iv) Total Labour Yield Variance, and 

(v) Total Labour Idle Time Variance 

 

twh.[9a ς мпΥ όw¢t a!¸ нмύ 

[a [ƛƳƛǘŜŘ ǇǊƻŘǳŎŜǎ ŀ ǇǊƻŘǳŎǘ ϥ{·пϥ ǿƘƛŎƘ ƛǎ ǎƻƭŘ ƛƴ ŀ мл YƎΦ ǇŀŎƪŜǘΦ ¢ƘŜ ǎǘŀƴŘŀǊŘ Ŏƻǎǘ ŎŀǊŘ ǇŜǊ ǇŀŎƪŜǘ 

ƻŦ ϥ{·пϥ ƛǎ ŀǎ ŦƻƭƭƻǿǎΥ 

 (  ) 

Direct materials 10 kg @   90 per kg 900 

Direct labour 8 hours @   80 per hour 640 

Variable Overhead 8 hours @   20 per hour 160 

Fixed Overhead 250 

 1,950 

Budgeted output for a quarter of a year was 10,000 Kg. Actual output is 9,000 Kg. Actual costs for this 

quarter are as follows: 

 (  ) 

Direct Materials 8,900 Kg @   92 per Kg. 8,18,800 

Direct Labour 7,000 hours @   84 per hour 5,88,000 

Variable Overhead incurred 1,40,000 

Fixed Overhead incurred 2,60,000 

You are required to CALCULATE: 

i. Material Usage Variance 

ii. Material Price Variance 

iii. Material Cost Variance 

iv. Labour Efficiency Variance 

v. Labour Rate Variance 

vi. Labour Cost Variance 
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vii. Variable Overhead Cost Variance 

viii. Fixed Overhead Cost Variance 

 

twh.[9a ς мрΥ όw¢t bh± нлύ 

Following are the standard cost for a product-X: 

 (  ) 

Direct materials 10 kg @   90 per kg 900 

Direct labour 8 hours @  100 per hour 800 

Variable Overhead 8 hours @  15 per hour 120 

Fixed Overhead 400 

 2,220 

.ǳŘƎŜǘŜŘ ƻǳǘǇǳǘ ŦƻǊ ǘƘŜ ȅŜŀǊ ǿŀǎ нΣллл ǳƴƛǘǎΦ !Ŏǘǳŀƭ ƻǳǘǇǳǘ ƛǎ мΣулл ǳƴƛǘǎΦ !Ŏǘǳŀƭ Ŏƻǎǘ ŦƻǊ ȅŜŀǊ ƛǎ ŀǎ 

ŦƻƭƭƻǿǎΥ 

 (  ) 

Direct Materials 17,800 Kg @   92 per Kg. 16,37,600 

Direct Labour 14,000 hours @   104 per hour 14,56,000 

Variable Overhead incurred 2,17,500 

Fixed Overhead incurred 7,68,000 

You are required to CALCULATE: 

i. Material Usage Variance 

ii. Material Price Variance 

iii. Material Cost Variance 

iv. Labour Efficiency Variance 

v. Labour Rate Variance 

vi. Labour Cost Variance 

vii. Variable Overhead Cost Variance 

viii. Fixed Overhead Cost Variance. 

 

twh.[9a ς мсΥ όw¢t a!¸ нлύ 

ABC Ltd. had prepared the following estimation for the month of January: 

 Quantity Rate (  ) Amount (  ) 

Material-A 800 kg. 90.00 72,000 

Material-B 600 kg. 60.00 36,000 

Skilled labour 1,000 hours 75.00 75,000 

Unskilled labour 800 hours 44.00 35,200 

 

bƻǊƳŀƭ ƭƻǎǎ ǿŀǎ ŜȄǇŜŎǘŜŘ ǘƻ ōŜ мл҈ ƻŦ ǘƻǘŀƭ ƛƴǇǳǘ ƳŀǘŜǊƛŀƭǎ ŀƴŘ ŀƴ ƛŘƭŜ ƭŀōƻǳǊ ǝƳŜ ƻŦ р҈ ƻŦ ŜȄǇŜŎǘŜŘ 
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ƭŀōƻǳǊ ƘƻǳǊǎ ǿŀǎ ŀƭǎƻ ŜǎǝƳŀǘŜŘΦ 

!ǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ƳƻƴǘƘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ Ƙŀǎ ōŜŜƴ ŎƻƭƭŜŎǘŜŘ ŦǊƻƳ ǘƘŜ Ŏƻǎǘ ŀŎŎƻǳƴǝƴƎ 

ŘŜǇŀǊǘƳŜƴǘΥ 

The company has produced 1,480 kg. finished product by using the followings: 

 Quantity Rate (  ) Amount (  ) 

Material-A 900 kg. 86.00 77,400 

Material-B 650 kg. 65.00 42,250 

Skilled labour 1,200 hours 71.00 85,200 

Unskilled labour 860 hours 46.00 39,560 

You are required to CALCULATE: 

a) Material Cost Variance; 

b) Material Price Variance; 

c) Material Mix Variance; 

d) Material Yield Variance; 

e) Labour Cost Variance; 

f) Labour Efficiency Variance and 

g) Labour Yield Variance. 

 

twh.[9a ς мтΥ όw¢t bh± мфύ 

W±D [ǘŘΦ ǇǊƻŘǳŎŜǎ ŀ ǇǊƻŘǳŎǘ ŀƴŘ ƻǇŜǊŀǘŜǎ ŀ ǎǘŀƴŘŀǊŘ ŎƻǎǝƴƎ ǎȅǎǘŜƳ ŀƴŘ ǾŀƭǳŜ ƳŀǘŜǊƛŀƭ ŀƴŘ ŬƴƛǎƘŜŘ 

ƎƻƻŘǎ ƛƴǾŜƴǘƻǊƛŜǎ ŀǘ ǎǘŀƴŘŀǊŘ ŎƻǎǘΦ ¢ƘŜ ƛƴŦƻǊƳŀǝƻƴ ǊŜƭŀǘŜŘ ǿƛǘƘ ǘƘŜ ǇǊƻŘǳŎǘ ƛǎ ŀǎ ŦƻƭƭƻǿǎΥ 

Particulars Cost per unit (  ) 

Direct materials (30 kg at  350 per kg) 10,500 

Direct labour (5 hours at  80 per hour) 400 

The actual information for the month just ended is as follows: 

a) The budgeted and actual production for the month of September 2019 is 1,000 units. 

b) Direct materials ς5,000 kg at the beginning of the month. The closing balance of direct materials 

for the month was 10,000 kg. Purchases during the month were made at  365 per kg. The actual 

utilization of direct materials was 7,200 kg more than the budgeted quantity. 

c) Direct labour ς 5,300 hours were utilised at a cost of  4,34,600. 

wŜǉǳƛǊŜŘΥ 

/![/¦[!¢9  

(i) Direct material price and usage variances  

(ii) Direct labour rate and efficiency variances. 
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i. Calculation of Standard price per kg and the standard quantity of raw material:  

Standard Price 

(a) Material Price Variance  = Standard Cost of Actual Quantity ς Actual Cost  

12,500 (F)     = (SP × AQ) ς   3,12,500 

12,500 (F)     = (SP × 25,000) ς   3,12,500 

{t       Ґ   мо 

Standard Quantity 

(b) Material Cost Variance   = Standard Cost ς Actual Cost  

1,800 (A)     = SQ ×  13 ς   3,12,500 

{v       Ґ ноΣфлл ƪƎΦ 

ƛƛΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ aŀǘŜǊƛŀƭ ¦ǎŀƎŜ ±ŀǊƛŀƴŎŜΣ [ŀōƻǳǊ /ƻǎǘ ±ŀǊƛŀƴŎŜ ŀƴŘ [ŀōƻǳǊ 9ŶŎƛŜƴŎȅ 

±ŀǊƛŀƴŎŜ 

(a) Material Usage Variance = Standard Cost of Standard Quantity for Actual Output ς 

Standard Cost of Actual Quantity 

 = SQ × SP ς AQ × SP 

  Or 

 = SP × (SQ ς AQ) 

 =   13 × (23,900 kg. ς 25,000 kg.) 

 =   14,300 (A) 

(b) Labour Cost Variance = Standard Cost ς Actual Cost 

 = (SH × SR) ς (AH × AR) 

 =   2,39,000 ς   2,30,000 

 =   9,000 (F) 

(c) Labour Efficiency Variance= Standard Cost of Standard Time for Actual Production ς  

         Standard Cost of Actual Time 

  = (SH × SR) ς (AH × SR) 

Or 

  = (SH ς AH) × SR 

  =   50 × [4,780 hrs. ς 5,000 hrs.] 

Ґ   ммΣллл ό!ύ 

iii. Calculation of Fixed Overhead Cost Variance, Fixed Overhead Expenditure Variance and Fixed 

Overhead Volume Variance: 

(a) Fixed overhead cost variance = Standard Fixed Overheads ς Actual Fixed 

Overheads 

 = 18,279 ς 19,500 
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 =   1,221(A) 

(b)  Fixed Overhead Expenditure 

Variance 

= Budgeted Fixed Overheads ς Actual Fixed 

Overheads 

 =   19,120 ς   19,500 

 =   380 (A) 

(c) Fixed overhead volume variance = (Budgeted output ς Actual Output) x Budgeted rate 

          per unit 

             = (2,00,000 ς 1,91,200) 0.0956 

             =   8,800 x 0.0956 

   Ґ   упм ό!ύ 

Alternative presentation to part (iii) (a) and (b) 

(i) Fixed Overhead Cost Variance: 

= Overhead absorbed for actual production ς Actual overhead incurred 

= 19,120 / 2, 00,000 x 1,91,200 ς 19,500 =  1,221(A) 

(iii) Fixed Overhead Volume Variance: 

= Absorbed overhead ς Budgeted overhead 

= 19,120 / 2,00,000  x 1,91,200 ς 19,120 =  841(A) 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

1. Standard time to produce 10 units of product X is 15 minutes. Therefore we can 

manufacture 40 units in an hour. 

Hours available in a week 

125 Workers x 40 Hours = 5,000 hours 

Therefore budgeted output = 5,000 x 40 units per hour = 2,00,000 units 

!ƭǘŜǊƴŀǝǾŜƭȅ 

Budgeted time per unit = 15 units / 10 units = 1.5 minutes 

So, Budgeted output = 5, 000 Hours × 60 Minutes /1.5 Minutes 

 = 2,00,000 units 

Actual output = 23,900 x 8 units = 1,91,200 units 

Standard hour for actual output = 1, 91, 200 × 0.25 Hrs / 10 units = 4, 780 Hrs 

2. 

Labour 

Budget Revised standard Actual 

Hours Rate  Hours Rate   Hours Rate  

5,000 50 2,50,000 4,780 50 2,39,000 Skilled 3000 50 1,50,000 

      Semi- 

Skilled 

2000 40 80,000 

       5000  2,30,000 
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 Budget Actual 

Units 2,00,000 1,91,200 

Fixed Overheads 19,120 19,500 

4. Standard Fixed overheads: 

19,120 ÷ 2,00,000  ×   1,91,200 =  18,279 

Budgeted rate per unit: 

19,120 ÷ 2,00,000  =   0.0956 

 

2. 

Basic Calculations: 

 Standard for 20,000 kg. Actual for 20,000 kg. 

Qty. Rate Amount Qty. Rate Amount 

 Kg. (  ) (  ) Kg. (  ) (  ) 

A 10,000 25 2,50,000 11,000 23 2,53,000 

B 7,000 45 3,15,000 7,500 48 3,60,000 

C 5,000 55 2,75,000 4,500 60 2,70,000 

Total 22,000  8,40,000 23,000  8,83,000 

Calculation of Variances: 

(i) Material Cost Variance = Std. Cost for actual outputςActual cost MCV=8,40,000ς 8,83,000 =   

43,000(A) 

(ii) Material Price Variance = (SPςAP) × AQ 

A = (25 - 23) x 11,000    =  22,000 (F) 

B = (45 ς 48) x 7,500     =  22,500 (A) 

C = (55 ς 60) x 4,500     =  22,500 (A) 

          = 23000 (A) 

(iii) Material Usages Variance = (SQςAQ) × SP 

A = (10,000 ς 11,000) x 25    =  25,000 (A) 

B = (7,000 ς 7,500) x 45    =  22,500 (A) 

C = (5,000 ς 4,500) x 55    =  27,500 (F) 

            20,000 (A) 

(iv) Material Yield Variance = (SQςRSQ*) × SP 

A = (10,000 ς 10,454.54) x 25   =  11,363.5(A) 

B = (7,000 ς 7,318.18) x 45   =  14,318.1(A) 

C = (5,000 ς 5,227.27) x 55   =  12,500(A) 

 38,181.6(A) 

*Revised Standard Quantity (RSQ) 
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A = 10000 / 22000 * 23000        =  10454.54 

B = 7000 / 22000 * 23000        =  7318.18 

C= 5000 / 22000 * 23000         =  5227.27  

Material Yield Variance can also be Calculated as below 

Material yield variance = Standard cost per unit (Actual yield ς Standard yield) 

Standard cost per unit = Rs.8,40,000 / 20000   =  Rs.42 

New Standard Yield = 20,000 / 22,000 × 23,000   =  20,909 

               ннΣллл 

Material yield variance         =    42 (20,000 ς 20,909) 

         =    38,178 (A) 

 

3. 

Working Notes: 

1. Calculation of standard man hours 

When 120 worker works for 1 hr., then the std. output is 20 units. 

120 hrs. 

Std. man hour per unit =120 hrs./ 20 units= 6 hrs. 

2. Calculation of std. man hours for actual output 

Total std. man hours = 1,000 units × 6 hrs. = 6,000 hrs. 

Standard for actual Actual 

Hours Rate (  ) Amount 

(  ) 

Actual hrs. 

paid 

Idle time 

hrs. 

Producti

on hrs. 

Rate 

(  ) 

Amount 

paid (  ) 

6,000 25 1,50,000 5,760 

(48 hrs. x 120 

workers) 

288 5,472 25.70 1,48,032 

(i) Labour cost variance 

= Std. labour cost ς Actual labour cost 

= 1,50,000 ς 1,48,032 =   1,968 F 

(ii) Labour rate variance 

= (SR ς AR) × AHPaid 

= (25 - 25.70) × 5,760 =   4,032 A 

(iii) Labour efficiency variance 

= (SH ς AH) × SR 

= (6,000 ς 5,472) × 25 =   13,200 F 

(iv) Labour Idle time variance 

= Idle Hours × SR 

= 288 × 25 =   7,200 A 
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Note: Variances can also be calculated for one worker instead of 120. 

 

4. 

²ƻǊƪƛƴƎ bƻǘŜǎ 

Fixed Overheads =Budgeted Fixed Overheads ÷ Budgeted Output  

     = 12,00,000 / 1,20,000 units 

 

10 

Fixed Overheads element in Semi-Variable Overheads i.e. 60% of Rs.1,80,000 

Fixed Overheads  = Budgeted Fixed Overheads ÷ Budgeted Output 

     =   1,08,000 / 1,20,000 units 

  1,08,000 

 

  0.90 

Standard Rate of Absorption of Fixed Overheads per unit ( 10 +  0.90)   10.90 

Fixed Overheads Absorbed on 8,000 units @    10.90   87,200 

Budgeted Variable Overheads   6,00,000 

Add: Variable element in Semi-Variable Overheads 40% of   1,80,000   72,000 

Total Budgeted Variable Overheads   6,72,000 

Standard Variable Cost per unit = Budgeted Variable Overheads ÷  Budgeted 

Output =   6,72,000 ÷1,20,000 units  

 5.60 

Standard Variable Overheads for 8,000 units @  5.60   44,800 

Budgeted Annual Fixed Overheads (   12,00,000 + 60% of   1,80,000)   13,08,000 

Possible Fixed Overheads = Budgeted Fixed Overheads / Budgeted Days ×Actual 

Days  

= ù
ú

ø
é
ê

è
³ days19

days20

000,09,1.Rs
 

  1,03,550 

Actual Fixed Overheads ( 1,10,000 + 60% of   19,200)   1,21,520 

Actual Variable Overheads ( 48,000 + 40% of  19,200)   55,680 

/hat¦¢!¢Lhb hC ±!wL!b/9{ 

ƛΦ Overhead Cost Variance = Absorbed Overheads ς Actual Overheads 

= (   87,200 +   44,800) ς (   1,21,520 +   55,680) 

=   45,200 (A) 

ƛƛΦ Fixed Overhead Cost Variance = Absorbed Fixed Overheads ς Actual Fixed Overheads 

=   87,200 ς   1,21,520 

=   34,320 (A) 

ƛƛƛΦ Variable Overhead Cost Variance = Standard Variable Overheads for Productionς Actual Variable 

Overheads 

=   44,800 ς   55,680 

=   10,880 (A) 

ƛǾΦ Fixed Overhead Volume Variance = Absorbed Fixed Overheads ς Budgeted Fixed Overheads 
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=   87,200 ς  1,09,000 

=   21,800 (A) 

ǾΦ Fixed Overhead Expenditure Variance  = Budgeted Fixed Overheads ς Actual Fixed Overheads 

=   10.90 × 10,000 units ς   1,21,520 

=   12,520 (A) 

ǾƛΦ Calendar Variance = Possible Fixed Overheads ς Budgeted Fixed Overheads 

=   1,03,550 ς   1,09,000 

=   5,450 (A) 

hw 

Calendar Variance = (Actual days ς Budgeted days) x Standard fixed overhead rate per day 

Standard fixed overhead rate per day = 1308000/20*12 =  5450  

Fixed Overhead Calendar Variance = (19-20) x 5450 = 5450(A) 

 

5. 

Working Notes: 

1. Calculation of Standard Man hours 

When 100 workers work for 1 hour, the standard output is 25 units. 

Standard man hours per unit = 100 hours/ 25 units = 4 hours per unit 

2. Calculation of standard man hours for actual output: 

= 960 units x 4 hours = 3,840 hours. 

3. Calculation of actual cost 

Type of 

Workers 
No of Workers 

Actual 

Hours 

Paid 

Rate 

(  ) 

Amount 

(  ) 

Idle Hours 

(5% of 

hours paid) 

Actual 

hours 

Worked 

DǊƻǳǇ Ψ!Ω 10 400 6.2 2,480 20 380 

DǊƻǳǇ Ψ.Ω 30 1,200 6 7,200 60 1,140 

DǊƻǳǇ Ψ/Ω 60 2,400 5.7 13,680 120 2,280 

  100 4,000  23,360 200 3,800 

4. Calculation of Standard wage Rate: 

Labour Efficiency Variance      = 240F 

(Standard hours for Actual production ς Actual Hours) x SR = 240F 

     (3,840 ς 3,800) x SR = 240 

       Standard Rate (SR) =   6 per hour 

(i) Total Labour Cost Variance 

= (Standard hours x Standard Rate) ς (Actual Hours x Actual rate) 

= (3,840 x 6) ς 23,360 = 320A 
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(ii) Total Labour Rate Variance 

= (Standard Rate ς Actual Rate) x Actual Hours 

DǊƻǳǇ Ψ!Ω Ґ όс- 6.2) 400  = 80A 

DǊƻǳǇ Ψ.Ω Ґ όс- 6) 1,200  = 0 

DǊƻǳǇ Ψ/Ω Ґ όс ς 5.7) 2,400 = 720F 

            640F 

(iii) Total Labour Gang Variance 

= Total Actual Time Worked (hours) × {Average Standard Rate per hour of Standard Gang 

-Average Standard Rate per hour of Actual Gang@} 

@ On the basis of hours worked  

= 3,840 × (6 - 3,800 × 6/ 3,800 = 0 

(iv) Total Labour Yield Variance 

= Average Standard Rate per hour of Standard Gang × {Total Standard Time (hours) - 

Total Actual Time worked (hours)} 

= 6 x (3,840 ς 3,800 

= 240F 

(v) Total Labour idle time variance 

= Total Idle hours x standard rate per hour 

= 200 hours x 6 

= 1,200A 

 

6. 

(a) Workings: 

Calculation of budgeted hours 

Budgeted hours = (52 x 25 x 8) x 85% = 8,840 hours 

(i) Variable overheads variance 

(a) Variable overhead expenditure variance 

= Std. overhead for Actual hours ς Actual variable Overhead 

= (  1,06,080/8,840  8,100) -  1,02,000 

= 4800 A 

(b) Variable overhead efficiency variance 

= Std. rate per hour × (Std. hours for actual production ς Actual hours) 

=  1,06,080/8,840 (8,800 hours ς 8,100 hours) 

= 8400 F 

(ii) Fixed overhead variances 

(a) Fixed overhead budget variance 

= Budgeted overhead ς Actual overhead 
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=   2,21,000 ς   2,00,000 

= 21,000 F 

(b) Fixed overhead capacity variance 

= Std rate x (Actual hours ς budgeted hours) 

=  2,21,000/8,840   (8,100 ς 8,840) 

= 18,500 A 

(c) Fixed overhead efficiency variance 

Ґ {ǘŘ ǊŀǘŜ Ȅ ό{ǘŘ ƘƻǳǊǎ ŦƻǊ ŀŎǘǳŀƭ ǇǊƻŘǳŎǝƻƴ ς !Ŏǘǳŀƭ ƘƻǳǊǎύ 

Ґ  нΣнмΣлллκуупл Ȅ όуΣулл ς уΣмллύ 

Ґ мтΣрлл C 

(iii) Control Ratios 

(a) Capacity Ratio 

Ґ !Ŏǘǳŀƭ ƘƻǳǊǎκ.ǳŘƎŜǘŜŘ ƘƻǳǊǎ  млл 

Ґ уΣмллκуΣупл  ρππωρȢφσϷ 

(b) Efficiency Ratio 

Ґ {ǘŀƴŘŀǊŘ ƘƻǳǊǎκ !Ŏǘǳŀƭ ƘƻǳǊǎ Ȅ млл 

Ґ уΣуллκуΣмлл Ȅ млл Ґ млуΦсп ҈ 

 

(c) Activity Ratio 

Ґ {ǘŀƴŘŀǊŘ ƘƻǳǊǎκ .ǳŘƎŜǘŜŘ ƘƻǳǊǎ Ȅ млл 

Ґ уΣуллκуΣупл Ȅ млл Ґ ффΦрр҈ 

 

7. 

1) Fixed Overhead Expenditure Variance 

Ґ    .ǳŘƎŜǘŜŘ CƛȄŜŘ hǾŜǊƘŜŀŘǎ ς !Ŏǘǳŀƭ CƛȄŜŘ hǾŜǊƘŜŀŘǎ 

Ґ      мнΣллл ς   мнΣулл όŀǎ ŎŀƭŎǳƭŀǘŜŘ ōŜƭƻǿύ Ґ   улл ό!ύ 

2) Fixed Overhead Cost Variance= Absorbed Fixed Overheads ς Actual Fixed Overheads 

нΣулл ό!ύ Ґ   млΣллл ς !Ŏǘǳŀƭ hǾŜǊƘŜŀŘǎ  

!Ŏǘǳŀƭ hǾŜǊƘŜŀŘǎ Ґ   мнΣулл 

3) Actual Hours for Actual Production =   12,800/  8 = 1,600 hrs. 

4) Fixed Overhead capacity Variance 

Ґ .ǳŘƎŜǘŜŘ CƛȄŜŘ hǾŜǊƘŜŀŘǎ ŦƻǊ !Ŏǘǳŀƭ IƻǳǊǎς .ǳŘƎŜǘŜŘ CƛȄŜŘ hǾŜǊƘŜŀŘǎ 

Ґ   р Ȅ мслл ƘǊǎΦ ς   мнΣллл Ґ   пΣллл ό!ύ 

5) Standard Hours for Actual Production 

Ґ !ōǎƻǊōŜŘ hǾŜǊƘŜŀŘǎκ {ǘŘΦ wŀǘŜ 

Ґ   млΣлллκ   р Ґ нΣллл ƘǊǎΦ 

6) Fixed Overhead Efficiency Variance 
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Ґ !ōǎƻǊōŜŘ CƛȄŜŘ hǾŜǊƘŜŀŘǎ ς .ǳŘƎŜǘŜŘ CƛȄŜŘ hǾŜǊƘŜŀŘǎ ŦƻǊ !Ŏǘǳŀƭ IƻǳǊǎ 

Ґ   млΣллл ς   р Ȅ мΣслл ƘǊǎΦ Ґ   нΣллл όCύ 

²ƻǊƪƛƴƎ bƻǘŜΥ 

όƛύ Fixed Overhead Volume Variance = Absorbed Fixed Overheads ς Budgeted Fixed Overheads 

2,000 (A) = Absorbed Fixed Overheads ς  12,000  

Absorbed Fixed Overheads =   10,000 

όƛƛύ Standard Rate/ Hour =   5 (   12,000/2,400 hrs.) 

 

8. 

Basic Calculation 

Material Standard for 640 kg. output Actual for 680 kg. output 

Qty. Kg. Rate (  ) Amount 

(  ) 

Qty Kg. Rate (  ) Amount 

(  ) 

A 480 50 24,000 540 60 32,400 

B 320 60 19,200 260 50 13,000 

Total 800  

- 

43,200 800  

- 

45,400 

Less: Loss 160 - 120 - 

 640  43,200 680  45,400 

Std. cost of actual output =   43,200 x 680/640 =   45,900 

Calculation of Variances 

(i) Material Cost Variance = (Std. cost of actual output ς Actual cost) 

= (45,900ς 45,400) 

=   500 (F) 

(ii) Material Price Variance = (SP ς AP) x AQ 

Material A = (50 ς 60) x 540 =   5400 (A) 

Material B = (60 ς 50) x 260 =   2600 (F) 

MPV =   2800 (A) 

(iii) Material Usage Variance (MUV) = (Std. Quantity for actual output ς Actual Quantity) x Std. Price 

Material A = (480x680/640ς 540) x 50 =   1,500 (A) 

Material B= (320x680/640ς 260) x 60 =   4,800 (F) 

MUV =   3,300 (F) 

(iv) Material Mix Variance = SP x (RAQ ς AQ) 

A =   50 x (480 Kg ς 540 Kg) =   3,000 (A) 

B =   60 x (320 Kg. ς 260 Kg.) =   3,600 (F) 

Total =   3,000 (A) +   3,600 (F) =   600 (F) 

(v) Material Yield Variance = SP x (SQ ς RAQ) 

A =   50 x (510 Kg. ς 480 Kg) =   1,500 (F) 
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B =   60 x (340 Kg. ς 320 Kg.) =   1,200 (F) 

Total =   1,500 (F) +   1,200 (F) =   2,700 (F) 

 

9. 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ±ŀǊƛŀƴŎŜǎΥ 

(i) Fixed Overhead Variance: Standard fixed overhead ς Actual fixed overhead 

=   [ (5,00,000÷5000) ×4800] ς   4,90,000 =   10,000 (A) 

(ii) Fixed Overhead Expenditure Variances: 

Budgeted fixed overhead ς Actual fixed overhead 

=   5,00, 000 ς   4,90, 000 =   10,000 (F) 

(iii) Fixed Overhead Volume Variance: Standard fixed overhead ς Budgeted fixed overhead 

=   4,80, 000 ς   5,00, 000 =   20,000 (A) 

(iv) Fixed Overhead efficiency Variance: Standard fixed overhead ς Budgeted fixed overhead for 

Actual days 

= 4,80, 000 ς [(   5,00, 000÷25) ×23] =   20,000 (F) 

 

10. 

(i) Labour Cost Variance = Standard Cost ς Actual Cost  

=  1,14,400 ς  1,54,400 = 40,000 (A) 

(1,600*75+400*60+200*52=  1,54,400) 

Or 

Types of workers Standard Cost ς Actual Cost 
Amount 

(  ) 

Skilled Workers (30x40x70/2,000x1,600)- (40x40x75) 67,200-1,20,000 52,800 (A) 

Semi- Skilled (15x40x65/2,000x1,600)- (10x40x60) 31,200-24,000 7,200 (F) 

Un-Skilled Workers (10x40x50/2,000x1,600)- (5x40x52) 16,000-10,400 5,600 (F) 

Total 1,14,400-1,54,400 40,000 (A) 

(ii) Labour Rate Variance 

Types of workers Actual Hours × (Standard Rate - Actual Rate) 
Amount 

(  ) 

Skilled Workers 1,600 hours × ( 70.00 ς  75.00) 8,000 (A) 

Semi- Skilled 400 hours × (  65.00 ς  60.00) 2,000 (F) 

Un-Skilled Workers 200 hours × ( 50.00 ς  52.00) 400 (A) 

Total  8,000 (A) +  2,000 (F) +  400 (A) 6,400 (A) 

(iii) Labour Efficiency Variance 

Types of workers Standard Rate × (Standard Hours ς Actual Hours) Amount 
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Skilled Workers  70.00 × (960 hours ς 1,440 hours) 33,600 (A) 

Semi- Skilled  65.00 × (480 hours ς 360 hours) 7,800 (F) 

Un-Skilled Workers  50.00 × (320 hours ς 180 hours) 7,000 (F) 

Total 33,600 (A) + 7,800 (F) + 7,000 (F) 18,800 (A) 

Alternatively labour efficiency can be calculated on basis of labour hours paid 

Types of workers Standard Rate × (Standard Hours ς Actual Hours) Amount 

Skilled Workers 70.00 × (960 hours ς 1600 hours) 44,800 (A) 

Semi- Skilled 65.00 × (480 hours ς 400 hours) 5,200 (F) 

Un-Skilled Workers 50.00 × (320 hours ς 200 hours) 6,000 (F) 

Total 33,600 (A) + 7,800 (F) + 7,000 (F) 33,600 (A) 

(iv) Labour Mix Variance 

= Total Actual Time Worked (hours) × {Average Standard Rate per hour of Standard Gang 

Less Average Standard Rate per hour of Actual Gang} @ On the basis of hours worked 

= 1,980 hours x (  1,14,400 /  1,760 hrs ς 1,440hrs x   70 + 360hrs x   65 + 180 hrs x   

50/1980hrs) 

= 4,500 (A) 

Labour Mix Variance 

Types of 

workers 

Std. Rate ´ (Revised Actual Hours Worked- Actual Hours 

Worked) 

Amount 

(  ) 

Skilled 

Workers 
 70 × (1,080 hrs. ς 1440 hrs.) 

25,200 

(A) 

Semi- Skilled  65 × (540 hrs. ς 360 hrs.) 
11,700 

(F) 

Un Skilled 

Workers 
 50 × (360 hrs. ς 180 hrs.) 9,000 (F) 

Total  25,200 (A) +  11,700 (F) +  9,000 (F) 4,500 (A) 

(v) Labour Idle Time Variance 

Types of 

workers 
Standard Rate × (Hours Paid ς Hours Worked) 

Amount  

(  ) 

Skilled 

Workers 
 70.00 × (1,600 hours ς 1,440 hours) 11,200 (A) 

Semi- Skilled  65.00 × (400 hours ς 360 hours) 2,600 (A) 

Un-Skilled 

Workers 
 50.00 × (200 hours ς 180 hours) 1,000 (A) 

Total 11,200 (A) + 2,600 (A) + 1,000 (A) 14,800 (A) 

Verification: 
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Labour Cost Variance 

= Labour Rate Variance + Labour Efficiency Variance + Labour Idle Time Variance 

= 6,400 (A) + 18,800 (A) + 14,800 (A) =   40,000 (A) 

Labour Cost Variance 

= Labour Rate Variance + Labour Efficiency Variance 

= 6400(A) + 33600(A)=  40000(A) 

In this case, labour idle time variance is a part of labour efficiency variance. 

Working Notes: 

Category 
Standard Cost Actual (1600 units) 

Revised Actual Hours 
Hrs. Rate Amt. (  ) Hrs. Rate Amt. (  ) 

Skilled  
960 

(30Wx40x1,600/ 2, 000) 
70 

67,200  

1440 

(40Wx36)  75 1,08,000  

1080 

(1,980x6/11)  

Semi- 

Skilled  

480 

(15Wx40 x1,600/2,000)  
65 

31,200  

360 

(10Wx36)  60 21,600  

540 

(1,980x3/11)  

Unskilled  
320 

(10Wx40 x1,600/2,000) 
50 

16,000  

180 

(5Wx36)  52 9,360  

360 

(1,980x2/11)  

Total    65 1,14,400  1980   1,38,960  1980 

 

11. 

Workings: 

Take the good output of 195 ltr. The standard quantity of material required for 195 ltr. Of output 

is 195/ 80 × 100 = 243.75 ltr. 

Statement showing computation of Standard Cost/Actual Cost/ Revised Actual Quantity 

Material Standard Cost Actual Cost 

Quantity 

[SQ] (Kg.) 

Rate 

[SP] 

(  ) 

Amount 

[SQ × SP] 

(  ) 

Quantity 

[AQ] (Kg.) 

Rate 

[AP] 

(  ) 

Amount 

[AQ × AP] 

(  ) 

A (60% of 243.75 ltr.) 146.25 40 5,850.00 140 42 5,880 

B (40% of. 243.75 Kg.) 97.50 60 5,850.00 110 56 6,160 

243.75  11,700.00 200  12,040 

Note: SQ = Standard Quantity = Expected Consumption for Actual Output 

AQ = Actual Quantity of Material Consumed 

SP = Standard Price Per Unit 

AP = Actual Price Per Unit 

Computation of Variances: 

Material Cost Variance = SQ × SP ς AQ × AP 

A     =  146.25 ltr. ×  40ς 140 ltr. ×  42 =  30.00 (A) 

B     =  97.50 ltr. ×  60 ς 110 ltr. ×  56 =  310.00 (A) 

Total    =  30.00 (A) +  310.00 (A) 
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    =  340.00 (A) 

Material Usage Variance = SP × (SQ ς AQ) 

A     =  40 × (146.25 ltr. ς140 ltr.) =   250.00 (F) 

B     =  60 × (97.50 ltr. ς 110 ltr.) =   750.00 (A) 

Total    =  250.00 (F) +   750.00 (A) 

    =   500.00 (A) 

Material Price Variance = AQ × (SP ς AP) 

A     = 140 Kg. × (  40 ς   42) =   280 (A) 

B     = 110 Kg. × (  60 ς   56) =   440 (F) 

Total    =  280 (A) +   440 (F) 

    =   160 (F) 

12. 

(i) Direct Material Cost Variance = Direct Material Price Variance + Direct Material Usage 

Variance 

=   4,80,000 F +   48,000 F =   5,28,000 F 

όƛƛύ .ǳŘƎŜǘŜŘ hǳǘǇǳǘ όǳƴƛǘǎύ 

Fixed Production Overhead Expenditure Variance 

= Budgeted Fixed Overhead - Actual Fixed Overheads 

= Budgeted Output x Standard Overhead Rate - Actual Fixed Overheads 

  1,80,000 A = Budgeted Output x   360 (5 hrs @  72) -   45,00,000 

 

Budgeted Output =  45,00,000 -  1,80,000 ÷ 360 = 12,000 units 

(iii) Quantity of Materials purchased (in kilograms) 

Material Price Variance = Actual Usage (Standard Price per kg ς Actual price per kg) 

  4,80,000 F = Actual Usage (  24 -   22) 

Actual usage in kgs =  4,80,000 -  1,80,000 / 2 =240000 Kgs 

όƛǾύ !Ŏǘǳŀƭ hǳǘǇǳǘ όǳƴƛǘǎύ 

Actual Direct Wages   43,92,000 

Direct labour rate variance   69,120 A 

Direct labour efficiency variance   33,120 F 

Standard labour cost for actual output   43,56,000 

Actual Output = Standard labour cost for actual output / Standard wage rate per unit 

  =  43560000 ÷ 360 ( 72 * 5 ) = 12100 units 

Alternatively, let X be the actual quantity of output  

Then, Standard Quantity of input for actual output 'X' 

20X = SQ 

Material cost variance = (SQ x SP) - (AQ x AP) 
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  5,28,000= (20 X x   24) - (2,40,000 kgs x   22)  

480X =   52,80,000 +   5,28,000 

480X =   58,08,000 

X =   58,08,000 ÷ 480 = 12,100 Units  

όǾύ !Ŏǘǳŀƭ ƘƻǳǊǎ ǿƻǊƪŜŘ 

Labour Efficiency Variance = Standard Labour Rate (Standard time for actual output - 

Actual time) 

  33,120 F =   72 (5 hours x 12100 units - Actual time) 460 hours = 60,500 hours - Actual 

time 

Actual time = 60,500 - 460 = 60,040 hours 

όǾƛύ !Ŏǘǳŀƭ ǿŀƎŜ ǊŀǘŜ ǇŜǊ ƘƻǳǊ 

Actual Wages paid =   43,92,000 

Actual hours worked = 60,040 hours 

!Ŏǘǳŀƭ ²ŀƎŜ ǊŀǘŜ ǇŜǊ ƘƻǳǊ Ґ    поΣфнΣллл ҏ сллпл IƻǳǊǎ  Ґ   тоΦмр ǇŜǊ ƘƻǳǊ 

όǾƛƛύ [ŀōƻǳǊ Ŏƻǎǘ ǾŀǊƛŀƴŎŜ  

Ґ [ŀōƻǳǊ ǊŀǘŜ ǾŀǊƛŀƴŎŜ Ҍ [ŀōƻǳǊ ŜŶŎƛŜƴŎȅ ǾŀǊƛŀƴŎŜ 

=   69,120 A +   33,120 F 

=   36,000 A 

(viii)Production Overhead Cost Variance 

= Actual Output x Standard overhead rate - Actual Overheads Incurred 

= 12,100 units x  360 -   45,00,000 

=   43,56,000 -   45,00,000 

=   1,44,000 A 

 

13. 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

мΦ Calculation of Standard Man hours 

When 100 workers work for 1 hour, the standard output is 50 units. 

Standard man hours per unit = 100 hours / 50 units = 2 hours per unit 

нΦ Calculation of standard man hours for actual output: 

= 1,920units x 2 hours = 3,840 hours. 

оΦ Calculation of actual cost 

Type of 

Workers 

No of 

Workers 

Actual 

Hours Paid 

Rate  

(  ) 

Amount  

(  ) 

Idle Hours  

(5% of hours paid) 

Actual hours 

Worked 

DǊƻǳǇ Ψ!Ω 10 400 12.40 4,960 20 380 

DǊƻǳǇ Ψ.Ω 30 1,200 12 14,400 60 1,140 

DǊƻǳǇ Ψ/Ω 60 2,400 11.40 27,360 120 2,280 
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 100 4,000  46,720 200 3,800 

пΦ Calculation of Standard wage Rate: 

Labour Efficiency Variance = 480F 

(Standard hours for Actual production ς Actual Hours) x SR = 480F 

(3,840 ς 3,800) x SR = 480 

Standard Rate (SR) =   12 per hour 

i. Total Labour Cost Variance 

= (Standard hours x Standard Rate) ς (Actual Hours x Actual rate) 

= (3,840 x 12) ς 46,720 = 640A 

ii. Total Labour Rate Variance 

= (Standard Rate ς Actual Rate) x Actual Hours 

DǊƻǳǇ Ψ!Ω Ґ όмн - 12.40) 400 = 160A 

Group Ψ.Ω Ґ όмн - 12) 1,200 = 0 

DǊƻǳǇ Ψ/Ω Ґ όмн ς 11.40) 2,400 = 1,440F 

  1,280F 

iii. Total Labour Gang Variance 

= Total Actual Time Worked (hours) × {Average Standard Rate per hour of Standard Gang 

-Average Standard Rate per hour of Actual Gang@} @ on the basis of hours worked 

= 3,800 × (12- 3,840×12 / 3800) 

Ґ л 

[Note: As the number of workers in standard and actual is the same, there is no 

difference in mix ratio, so labour gang variance will be NIL] 

iv. Total Labour Yield Variance 

= Average Standard Rate per hour of Standard Gang × {Total Standard Time (hours) - 

Total Actual Time worked (hours)} 

= 12 x (3,840 ς 3,800) 

= 480F 

v. Total Labour idle time variance 

= Total Idle hours x standard rate per hour 

= 200 hours x 12 

Ґ нΣплл! 

 

14. 

i. Material Usage Variance = Std. Price (Std. Quantity ς Actual Quantity) 

    =   90 (9,000 kg. ς 8,900 kg.) 

    =   9,000 (Favourable) 

 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
л
п 

ii. Material Price Variance = Actual Quantity (Std. Price ς Actual Price) 

    = 8,900 kg. (  90 ς   92) =   17,800 (Adverse) 

iii. Material Cost Variance = Std. Material Cost ς Actual Material Cost 

    = (SQ × SP) ς (AQ × AP) 

    = (9,000 kg. ×   90) ς (8,900 kg. ×   92) 

    =   8,10,000 ς   8,18,800 

    =   8,800 (Adverse) 

iv. Labour Efficiency Variance = Std. Rate (Std. Hours ς Actual Hours) 

    =   80 (9,000/10 × 8 hours ς 7,000 hrs.) 

    =   80 (7,200 hrs. ς 7,000 hrs.) 

    =   16,000 (Favourable) 

v. Labour Rate Variance = Actual Hours (Std. Rate ς Actual Rate) 

    = 7,000 hrs. (  80 ς   84) 

    =   28,000 (Adverse) 

vi. Labour Cost Variance = Std. Labour Cost ς Actual Labour Cost 

    = (SH × SR) ς (AH × AR) 

    = (7,200 hrs. ×   80) ς (7,000 hrs. ×   84) 

    =   5,76,000 ς   5,88,000 

    =   12,000 (Adverse) 

vii. Variable Cost Variance = Std. Variable Cost ς Actual Variable Cost 

    = (7,200 hrs. ×   20) ς   1,40,000 

    =   4,000 (Adverse) 

viii. Fixed Overhead Cost Variance= Absorbed Fixed Overhead ς Actual Fixed Overhead 

    =  250/10 kgs × 9,000 kgs -  2,60,000 

    =  2,25,000 -  2,60,000 =  35,000 (Adverse)  

 

мрΦ 

i. Material Usage Variance = Std. Price (Std. Quantity ς Actual Quantity) 

 Ґ   фл όмуΣллл ƪƎΦ ς мтΣулл ƪƎΦύ 

 Ґ   муΣллл όCŀǾƻǳǊŀōƭŜύ 

ii. Material Price Variance = Actual Quantity (Std. Price ς Actual Price) 

     = 17,800 kg. (  90 ς   92) =   35,600 (Adverse) 

iii. Material Cost Variance = Std. Material Cost ς Actual Material Cost 

 = (SQ × SP) ς (AQ × AP) 

 = (18,000 kg. ×   90) ς (17,800 kg. ×   92) 

 =   16,20,000 ς   16,37,600 

 =  17,600 (Adverse) 
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iv. Labour Efficiency Variance = Std. Rate (Std. Hours ς Actual Hours) 

=   100 (1,800 units × 8 ς 14,000 hrs.) 

=   100 (14,400 hrs. ς 14,000 hrs.) 

=   40,000 (Favourable) 

v. Labour Rate Variance = Actual Hours (Std. Rate ς Actual Rate) 

= 14,000 hrs. (  100 ς  104) 

=   56,000 (Adverse) 

vi. Labour Cost Variance = Std. Labour Cost ς Actual Labour Cost 

= (SH × SR) ς (AH × AR) 

= (14,400 hrs. ×   100) ς (14,000 hrs. ×   104) 

=   14,40,000 ς   14,56,000 

=  16,000 (Adverse) 

vii. Variable Cost Variance = Std. Variable Cost ς Actual Variable Cost 

= (14,400 hrs. ×   15) ς   2,17,500 

=   1,500 (Adverse) 

viii. Fixed Overhead Cost Variance = Absorbed Fixed Overhead ς Actual Fixed overhead  

= (1,800 units ×  400) -   7,68,000 

=   7,20,000 ς   7,68,000 =   48,000 (Adverse) 

 

мсΦ 

Material Variances: 

Material 
SQ  

(WN-1) 

SP 

(  ) 

SQ × SP 

(  ) 

RSQ 

(WN-2) 

RSQ × SP 

(  ) 
AQ 

AQ × SP 

(  ) 

AP 

(  ) 

AQ × AP 

(  ) 

A 940 kg. 90.00 84,600 886 kg. 79,740 900 kg. 81,000 86.00 77,400 

B 705 kg. 60.00 42,300 664 kg. 39,840 650 kg. 39,000 65.00 42,250 

 1645 kg  1,26,900 1550 kg 1,19,580 1550 kg 1,20,000  1,19,650 

WN ς 1: Standard Quantity (SQ): 

Material A - [(800kg/ 0.9 x 1400kg.) x 1480 kg.] = 939.68 or 940 kg. 

Material B- [(600kg/ 0.9 x 1400kg.) x 1480 kg.] = 704.76 or 705 kg. 

WN ς 2: Revised Standard Quantity (RSQ): 

Material A - [(800kg / 1400kg.) x 1550 kg.] = 885.71 or 886 kg. 

Material B- [(600kg / 1400kg.) x 1550 kg.] = 664.28 or 664 kg. 

(a) Material Cost Variance (A + B) = {(SQ × SP) ς (AQ × AP)} 

= {1,26,900 ς 1,19,650} = 7,250 (F) 

(b) Material Price Variance (A + B) = {(AQ × SP) ς (AQ × AP) 

= {1,20,000 ς 1,19,650} = 350 (F) 

(c) Material Mix Variance (A + B)= {(RSQ × SP) ς (AQ × SP)} 
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= {1,19,580 ς 1,20,000} = 420 (A) 

(d) Material Yield Variance (A + B)= {(SQ × SP) ς (RSQ × SP)} 

= {1,26,900 ς 1,19,580} = 7,320 (F) 

Labour Variances 

Labour SH (WN-3) SR 

(  ) 

SH × SR 

(  ) 

RSH 

(WN-4) 

RSH × SR 

(  ) 

AH AH × SR 

(  ) 

AR 

(  ) 

AH × AR 

(  ) 

Skilled 1,116 hrs 75.00 83,700 1144 85,800 1,200 90,000 71.00 85,200 

Unskilled 893 hrs 44.00 39,292 916 40,304 860 37,840 46.00 39,560 

 2,009 hrs  1,22,992 2,060 1,26,104 2,060 1,27,840  1,24,760 

WN ς 3: Standard Hours (SH): 

Skilled Labour ς [(0.95 x 1,000hr / 0.90 x 1,400 kg.) x 1,480 kg. ]  = 1,115.87 or 1,116 hrs. 

Unskilled Labour ς [(0.95 x 800hr / 0.90 x 1,400 kg.) x 1,480 kg. ]  = 892.69 or 893 hrs. 

WN ς 4: Revised Standard Hours (RSH): 

Skilled Labour ς [(1,000hr / 1,800 kg.) x 2,060hr.]  = 1,144.44 or 1,144 hrs.  

Unskilled Labour ς [(800hr / 1,800 kg.) x 2,060hr.] = 915.56 or 916 hrs.  

a) Labour Cost Variance (Skilled + Unskilled) = {(SH × SR) ς (AH × AR)} 

= {1,22,992 ς 1,24,760} = 1,768 (A) 

b)     Labour Efficiency Variance (Skilled + Unskilled) = {(SH × SR) ς (AH × SR)} 

= {1,22,992 ς 1,27,840} = 4,848 (A) 

c) Labour Yield Variance (Skilled + Unskilled) = {(SH × SR) ς (RSH × SR)} 

= {1,22,992 ς 1,26,104} = 3,112 (A) 

 

17. 

Working: 

Quantity of material purchased and used. 

No. of units produced 1,000 units 

Std. input per unit 30kg. 

Std. quantity (Kg.) 30,000 kg. 

Add: Excess usage 7,200 kg. 

Actual Quantity 37,200 kg. 

Add: Closing Stock 10,000 kg. 

Less: Opening stock 5,000 kg. 

Quantity of Material purchased 42,200 kg. 

i. Direct Material Price Variance: 

= Actual Quantity purchased (Std. Price ς Actual Price) 

= 42,200 kg. ( 350 ς  365) = 6,33,000 (Adverse) 
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Direct Material Usage Variance: 

= Std. Price (Std. Quantity ς Actual Quantity) 

=  350 (30,000 kg. ς 37,200 kg.) =  25,20,000 (Adverse) 

ii. Direct Labour Rate Variance: 

= Actual hours (Std. Rate ς Actual Rate) 

= 5,300 hours ( 80 ς  82) =  10,600 (Adverse) Direct Labour Efficiency Variance: 

= Std. Rate (Std. hours ς Actual hours) 

=  80 (1,000 units × 5 hours ς 5,300 hours) =  24,000 (Adverse) 
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CHAPTER 13: BUDGET AND BUDGETARY CONTROL 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

twh.[9a ς мΥ όa!¸ но ς мл aŀǊƪǎύ 

PQR Limited manufactures three products - Product X, Product Y and Product Z. The output for the 

current year is 2,50,000 units of Product X, 2,80,000 units of Product Y and 3,20,000 units of Product 

Z respectively. 

Selling price of Product X is 1.25 times of Product Z whereas Product Y can be sold at double the price 

at which product Z can be sold. Product Z can be sold at a profit of 20% on its marginal cost. 

hǘƘŜǊ ƛƴŦƻǊƳŀǝƻƴ ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

 Product X Product Y Product Z 

Direct Material Cost (Per unit)   20   20   20 

Direct Wages Cost (per unit)   16   24   16 

Raw material used for manufacturing all the three products is the same. Direct Wages are paid @   4 

per labour hour, 

Total overhead cost of the company is   52,80,000 for the year, out of which   1 per labour hour is 

variable and the rest is fixed. 

In the next year it is expected that sales of product X and product Z will increase by 12% and 15% 

respectively and sale of product Y will decline by 5%. The total overhead cost of the company for the 

next year is estimated at   55,08,000. The variable cost of   1 per labour hour remains unchanged. 

It is anticipated that all other costs will remain same for the next year and there is opening and closing 

stock. Selling Price per unit of each product will remain unchanged in the next year. 

wŜǉǳƛǊŜŘΥ 

Prepare a budget showing the current position and the position for the next year clearly indicating 

the total product-wise contribution and profit for the company as a whole. 

 

twh.[9a ς нΥ όa!¸ нн ς мл aŀǊƪǎύ 

{w [ǘŘΦ ƛǎ ŀ ƳŀƴǳŦŀŎǘǳǊŜǊ ƻŦ DŀǊƳŜƴǘǎΦ CƻǊ ǘƘŜ ŬǊǎǘ ǘƘǊŜŜ ƳƻƴǘƘǎ ƻŦ ŬƴŀƴŎƛŀƭ ȅŜŀǊ нлннπно 

ŎƻƳƳŜƴŎƛƴƎ ƻƴ мǎǘ !ǇǊƛƭ нлннΣ ǇǊƻŘǳŎǝƻƴ ǿƛƭƭ ōŜ ŎƻƴǎǘǊŀƛƴŜŘ ōȅ ŘƛǊŜŎǘ ƭŀōƻǳǊΦ Lǘ ƛǎ ŜǎǝƳŀǘŜŘ ǘƘŀǘ 

ƻƴƭȅ мнΣллл ƘƻǳǊǎ ƻŦ ŘƛǊŜŎǘ ƭŀōƻǳǊ ƘƻǳǊǎ ǿƛƭƭ ōŜ ŀǾŀƛƭŀōƭŜ ƛƴ ŜŀŎƘ ƳƻƴǘƘΦ 

For market reasons, production of either of the two garments must be at least 25% of the production 

of the other. Estimated cost and revenue per garment are as follows: 

 Shirt (  ) Short (  ) 

Sales price 60 44 

Raw Materials   

Fabric @12 per metre 24 12 

Dyes and cotton 6 4 
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Direct labour @ 8 per hour 8 4 

Fixed Overhead @ 4 per hour 4 2 

Profit 18 22 

From the month of July 2022 direct labour will no longer be a constraint. The company expects to be 

able to sell 15,000 shirts and 20,000 shorts in July, 2022. There will be no opening stock at the 

beginning of July 2022. 

Sales volumes are expected to grow at 10% per month cumulatively thereafter throughout the year. 

Following additional information is available: 

¶ The company intends to carry stock of finished garments sufficient to meet 40% of the next 

month's sale from July 2022 onwards. 

¶ The estimated selling price will be same as above.  

wŜǉǳƛǊŜŘΥ 

LΦ Calculate the number of shirts and shorts to be produced per month in the first quarter of 

financial year 2022-2023 to maximize company's profit. 

LLΦ Prepare the following budgets on a monthly basis for July, August and September 2022: 

LLLΦ Sales budget showing sales units and sales revenue for each product. 

L±Φ Production budget (in units) for each product. 

 

twh.[9a ς оΥ ό59/ нм ς мл aŀǊƪǎύ 

The Accountant of KPMR Ltd. has prepared the following budget for the coming year 2022 for its 

ǘǿƻ ǇǊƻŘǳŎǘǎ Ψ!¸9Ω ŀƴŘ Ψ½¸9ΩΥ 

Particulars tǊƻŘǳŎǘ Ψ!¸9Ω tǊƻŘǳŎǘ Ψ½¸9Ω 

Production and Sales (in Units) 4,000 3,000 

 Amount (in  ) Amount (in  ) 

Selling Price per unit 200 180 

Direct Material per unit 80 70 

Direct Labour per unit 40 35 

Variable Overhead per unit 20 25 

Fixed Overhead per unit 10 10 

After reviewing the above budget, the management has called the marketing team has suggested that 

by promoting the products on social media, the sales quantity of both the products can be increased 

by 5%. Also, the selling price per unit will go up by 10%. But this will result in increase in expenditure 

on variable overhead and fixed overhead by 20% and 5% respectively for both the products. 

You are required to prepare flexible budget for both the products: 

όƛύ Before promotion on social media, 

όƛƛύ After promotion on social media. 
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twh.[9a ς пΥ όW¦[ нм ς мл aŀǊƪǎύ 

PSV Ltd. manufactures and sells a single product and estimated the following related information for 

the period November, 2020 to March, 2021. 

tŀǊǝŎǳƭŀǊǎ 
bƻǾŜƳōŜǊΣ 

нлнл 

5ŜŎŜƳōŜǊΣ 

нлнл 

WŀƴǳŀǊȅΣ 

нлнм 

CŜōǊǳŀǊȅΣ 

нлнм 

aŀǊŎƘΣ 

нлнм 

hǇŜƴƛƴƎ {ǘƻŎƪ ƻŦ CƛƴƛǎƘŜŘ 

DƻƻŘǎ όƛƴ ¦ƴƛǘǎύ 
тΣрлл оΣллл фΣллл уΣллл сΣллл 

{ŀƭŜǎ όƛƴ ¦ƴƛǘǎύ олΣллл орΣллл оуΣллл нрΣллл плΣллл 

{ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ǳƴƛǘ όƛƴ  ύ мл мн мр мр нл 

!ŘŘƛǝƻƴŀƭ LƴŦƻǊƳŀǝƻƴΥ 

¶ Closing stock of finished goods at the end of March, 2021 is 10,000 units. 

¶ Each unit of finished output requires 2 kg of Raw Material 'A' and 3 kg of Raw Material 'B'. 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ  

tǊŜǇŀǊŜ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ōǳŘƎŜǘǎ ŦƻǊ ǘƘŜ ǇŜǊƛƻŘ bƻǾŜƳōŜǊΣ нлнл ǘƻ aŀǊŎƘΣ нлнм ƻƴ ƳƻƴǘƘƭȅ ōŀǎƛǎΥ 

όƛύ Sales Budget (in  ) 

όƛƛύ Production budget (in units) and 

όƛƛƛύ Raw material Budget for Raw material 'A' and 'B' separately (in units)  

 

twh.[9a ς рΥ όW!b нм ς мл aŀǊƪǎύ 

·¸½ [ǘŘΦ ƛǎ ŜƴƎŀƎŜŘ ƛƴ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ƻŦ ǘƻȅǎΦ Lǘ Ŏŀƴ ǇǊƻŘǳŎŜ пΣнлΣллл ǘƻȅǎ ŀǘ ƛǘǎ тл҈ ŎŀǇŀŎƛǘȅ ƻƴ 

ǇŜǊ ŀƴƴǳƳ ōŀǎƛǎΦ /ƻƳǇŀƴȅ ƛǎ ƛƴ ǘƘŜ ǇǊƻŎŜǎǎ ƻŦ ŘŜǘŜǊƳƛƴƛƴƎ ǎŀƭŜǎ ǇǊƛŎŜ ŦƻǊ ǘƘŜ ŬƴŀƴŎƛŀƭ ȅŜŀǊ нлнлπ

нмΦ Lǘ Ƙŀǎ ǇǊƻǾƛŘŜŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴΥ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭ   сл ǇŜǊ ǳƴƛǘ 

5ƛǊŜŎǘ [ŀōƻǳǊ   ол ǇŜǊ ǳƴƛǘ 

Indirect Overheads: 

CƛȄŜŘ     срΣрлΣллл ǇŜǊ ŀƴƴǳƳ 

±ŀǊƛŀōƭŜ    мр ǇŜǊ ǳƴƛǘ 

{ŜƳƛπǾŀǊƛŀōƭŜ    рΣллΣллл ǇŜǊ ŀƴƴǳƳ ǳǇ ǘƻ сл҈ ŎŀǇŀŎƛǘȅ ŀƴŘ   рлΣллл ŦƻǊ ŜǾŜǊȅ р҈ ƛƴŎǊŜŀǎŜ ƛƴ 

ŎŀǇŀŎƛǘȅ ƻǊ ǇŀǊǘ ǘƘŜǊŜƻŦ ǳǇ ǘƻ ул҈ ŎŀǇŀŎƛǘȅ ŀƴŘ ǘƘŜǊŜŀƊŜǊ   трΣллл ŦƻǊ ŜǾŜǊȅ мл҈ ƛƴŎǊŜŀǎŜ ƛƴ 

ŎŀǇŀŎƛǘȅ ƻǊ ǇŀǊǘ ǘƘŜǊŜƻŦΦ 

/ƻƳǇŀƴȅ ŘŜǎƛǊŜǎ ǘƻ ŜŀǊƴ ŀ ǇǊƻŬǘ ƻŦ   нрΣллΣллл ŦƻǊ ǘƘŜ ȅŜŀǊΦ /ƻƳǇŀƴȅ Ƙŀǎ ǇƭŀƴƴŜŘ ǘƘŀǘ ǘƘŜ ŦŀŎǘƻǊȅ 

ǿƛƭƭ ƻǇŜǊŀǘŜ ŀǘ рл҈ ƻŦ ŎŀǇŀŎƛǘȅ ŦƻǊ ŬǊǎǘ ǎƛȄ ƳƻƴǘƘǎ ƻŦ ǘƘŜ ȅŜŀǊ ŀƴŘ ŀǘ тр҈ ƻŦ ŎŀǇŀŎƛǘȅ ŦƻǊ ŦǳǊǘƘŜǊ 

ǘƘǊŜŜ ƳƻƴǘƘǎ ŀƴŘ ŦƻǊ ǘƘŜ ōŀƭŀƴŎŜ ǘƘǊŜŜ ƳƻƴǘƘǎΣ ŦŀŎǘƻǊȅ ǿƛƭƭ ƻǇŜǊŀǘŜ ŀǘ Ŧǳƭƭ ŎŀǇŀŎƛǘȅΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

мύ Determine the average selling price at which each of the toy should be sold to earn the desired 

profit. 

нύ Given the above scenario, advise whether company should accept an offer to sell each Toy at: 
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ŀύ   мол ǇŜǊ ¢ƻȅ 

ōύ   мнф ǇŜǊ ¢ƻȅ 

 

twh.[9a ς сΥ όbh± нл ς р aŀǊƪǎύ 

 D [ǘŘΦ ƳŀƴǳŦŀŎǘǳǊŜǎ ŀ ǎƛƴƎƭŜ ǇǊƻŘǳŎǘ ŦƻǊ ǿƘƛŎƘ ƳŀǊƪŜǘ ŘŜƳŀƴŘ ŜȄƛǎǘǎ ŦƻǊ ŀŘŘƛǝƻƴŀƭ ǉǳŀƴǝǘȅΦ 

tǊŜǎŜƴǘ ǎŀƭŜǎ ƻŦ   сΣллΣллл ǳǝƭƛǎŜǎ ƻƴƭȅ сл҈ ŎŀǇŀŎƛǘȅ ƻŦ ǘƘŜ ǇƭŀƴǘΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ Řŀǘŀ ŀǊŜ ŀǾŀƛƭŀōƭŜΥ 

{ŜƭƭƛƴƎ ǇǊƛŎŜ     Υ   млл ǇŜǊ ǳƴƛǘ 

±ŀǊƛŀōƭŜ Ŏƻǎǘ     Υ   ол ǇŜǊ ǳƴƛǘ 

{ŜƳƛπǾŀǊƛŀōƭŜ ŜȄǇŜƴǎŜǎ  Υ   слΣллл ŬȄŜŘ Ҍ   р ǇŜǊ ǳƴƛǘ 

CƛȄŜŘ ŜȄǇŜƴǎŜǎ    Υ   мΣллΣллл ŀǘ ǇǊŜǎŜƴǘ ƭŜǾŜƭΣ ŜǎǝƳŀǘŜŘ ǘƻ ƛƴŎǊŜŀǎŜ ōȅ нр҈ ŀǘ ŀƴŘ 

ŀōƻǾŜ ул҈ ŎŀǇŀŎƛǘȅΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ǇǊŜǇŀǊŜ ŀ ƅŜȄƛōƭŜ ōǳŘƎŜǘ ǎƻ ŀǎ ǘƻ ŀǊǊƛǾŜ ŀǘ ǘƘŜ ƻǇŜǊŀǝƴƎ ǇǊƻŬǘ ŀǘ сл҈Σ ул҈ ŀƴŘ 

млл҈ ƭŜǾŜƭǎΦ 

 

twh.[9a ς тΥ όa!¸ мф ς р aŀǊƪǎύ 

CƻƭƭƻǿƛƴƎ Řŀǘŀ ƛǎ ŀǾŀƛƭŀōƭŜ ŦƻǊ !./ [ǘŘΦΥ 

{ǘŀƴŘŀǊŘ ǿƻǊƪƛƴƎ ƘƻǳǊǎ у ƘƻǳǊǎ ǇŜǊ Řŀȅ ƻŦ р Řŀȅǎ ǇŜǊ ǿŜŜƪ 

aŀȄƛƳǳƳ /ŀǇŀŎƛǘȅ сл ŜƳǇƭƻȅŜŜǎ 

!Ŏǘǳŀƭ ǿƻǊƪƛƴƎ рл ŜƳǇƭƻȅŜŜǎ 

!Ŏǘǳŀƭ ƘƻǳǊǎ ŜȄǇŜŎǘŜŘ ǘƻ ōŜ ǿƻǊƪŜŘ ǇŜǊ ŦƻǳǊ ǿŜŜƪǎ уΣллл ƘƻǳǊǎ 

{ǘŀƴŘŀǊŘ ƘƻǳǊǎ ŜȄǇŜŎǘŜŘ ǘƻ ōŜ ŜŀǊƴŜŘ ǇŜǊ ŦƻǳǊ ǿŜŜƪǎ фΣсллϊƘƻǳǊǎ 

!Ŏǘǳŀƭ ƘƻǳǊǎ ǿƻǊƪŜŘ ƛƴ ǘƘŜ ŦƻǳǊπǿŜŜƪ ǇŜǊƛƻŘ тΣрлл ƘƻǳǊǎ 

{ǘŀƴŘŀǊŘ ƘƻǳǊǎ ŜŀǊƴŜŘ ƛƴ ǘƘŜ ŦƻǳǊπǿŜŜƪ ǇŜǊƛƻŘ уΣулл ƘƻǳǊǎ 

¢ƘŜ ǊŜƭŀǘŜŘ ǇŜǊƛƻŘ ƛǎ ƻŦ ŦƻǳǊ ǿŜŜƪǎΦ /ŀƭŎǳƭŀǘŜ ǘƘŜ ŦƻƭƭƻǿƛƴƎ wŀǝƻǎΥ 

(i) Efficiency Ratio 

(ii) Activity Ratio 

(iii) Standard Capacity Usage Ratio 

(iv) Actual Capacity Usage Ratio 

(v) Actual Usage of Budgeted Capacity Ratio 

 

twh.[9a ς уΥ όbh± му ς мл aŀǊƪǎύ 

!ƴ ŜƭŜŎǘǊƻƴƛŎ ƎŀŘƎŜǘ ƳŀƴǳŦŀŎǘǳǊŜǊ Ƙŀǎ ǇǊŜǇŀǊŜŘ ǎŀƭŜǎ ōǳŘƎŜǘ ŦƻǊ ǘƘŜ ƴŜȄǘ ŦŜǿ ƳƻƴǘƘǎΦ Lƴ ǘƘƛǎ 

ǊŜǎǇŜŎǘΣ ŦƻƭƭƻǿƛƴƎ ŬƎǳǊŜǎ ŀǊŜ ŀǾŀƛƭŀōƭŜΥ 

aƻƴǘƘǎ 9ƭŜŎǘǊƻƴƛŎ ƎŀŘƎŜǘǎϥ ǎŀƭŜǎ 

WŀƴǳŀǊȅ рллл ǳƴƛǘǎ 

CŜōǊǳŀǊȅ сллл ǳƴƛǘǎ 

aŀǊŎƘ тллл ǳƴƛǘǎ 
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!ǇǊƛƭ трлл ǳƴƛǘǎ 

aŀȅ уллл ǳƴƛǘǎ 

¢ƻ ƳŀƴǳŦŀŎǘǳǊŜ ŀƴ ŜƭŜŎǘǊƻƴƛŎ ƎŀŘƎŜǘΣ ŀ ǎǘŀƴŘŀǊŘ Ŏƻǎǘ ƻŦ   мΣрлл ƛǎ ƛƴŎǳǊǊŜŘ ŀƴŘ ƛǘ ƛǎ ǎƻƭŘ ǘƘǊƻǳƎƘ 

ŘŜŀƭŜǊǎ ŀǘ ŀ ǳƴƛŦƻǊƳ ǇǊƛŎŜ ƻŦ   нΣллл ǇŜǊ ƎŀŘƎŜǘ ǘƻ ŎǳǎǘƻƳŜǊǎΦ 5ŜŀƭŜǊǎ ŀǊŜ ƎƛǾŜƴ ŀ ŘƛǎŎƻǳƴǘ ƻŦ мр҈ ƻƴ 

ǎŜƭƭƛƴƎ ǇǊƛŎŜΦ 

!ǇŀǊǘ ŦǊƻƳ ƻǘƘŜǊ ƳŀǘŜǊƛŀƭǎΣ ǘǿƻ ǳƴƛǘǎ ƻŦ ōŀǧŜǊƛŜǎ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ƳŀƴǳŦŀŎǘǳǊŜ ŀ ƎŀŘƎŜǘΦ ¢ƘŜ ŎƻƳǇŀƴȅ 

ǿŀƴǘǎ ǘƻ ƘƻƭŘ ǎǘƻŎƪ ƻŦ ōŀǧŜǊƛŜǎ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ŜŀŎƘ ƳƻƴǘƘ ǘƻ ŎƻǾŜǊ ол҈ ƻŦ ƴŜȄǘ ƳƻƴǘƘϥǎ ǇǊƻŘǳŎǝƻƴ 

ŀƴŘ ǘƻ ƘƻƭŘ ǎǘƻŎƪ ƻŦ ƳŀƴǳŦŀŎǘǳǊŜŘ ƎŀŘƎŜǘǎ ǘƻ ŎƻǾŜǊ нр҈ ƻŦ ǘƘŜ ƴŜȄǘ ƳƻƴǘƘϥǎ ǎŀƭŜΦ  

онрл ǳƴƛǘǎ ƻŦ ōŀǧŜǊƛŜǎ ŀƴŘ мнлл ǳƴƛǘǎ ƻŦ ƳŀƴǳŦŀŎǘǳǊŜŘ ƎŀŘƎŜǘǎ ǿŜǊŜ ƛƴ ǎǘƻŎƪ ƻƴ мǎǘ WŀƴǳŀǊȅΦ 

wŜǉǳƛǊŜŘΥ 

ƛΦ Prepare production budget (in units) for the month of January, February, March and April. 

ƛƛΦ Prepare purchase budget for batteries (in units) for the month of January, February and March 

and calculate profit for the quarter ending on March. 

 

t!w¢ ς .Υ όw9±L{Lhb ¢9{¢ t!t9w{ύ 

twh.[9a ς фΥ ό bh± но ϧ a!¸ ннύ 

XY Co. Ltd manufactures two products viz., X and Y and sells them through two divisions, East and 

West. For the purpose of Sales Budget to the Budget Committee, following information has been 

made available for the year 2014-15: 

tǊƻŘǳŎǘ .ǳŘƎŜǘŜŘ {ŀƭŜǎ !Ŏǘǳŀƭ {ŀƭŜǎ 

9ŀǎǘ 5ƛǾƛǎƛƻƴ ²Ŝǎǘ 5ƛǾƛǎƛƻƴ 9ŀǎǘ 5ƛǾƛǎƛƻƴ ²Ŝǎǘ 5ƛǾƛǎƛƻƴ 

· плл ǳƴƛǘǎ ŀǘ  ф слл ǳƴƛǘǎ ŀǘ  ф рлл ǳƴƛǘǎ ŀǘ  ф тлл ǳƴƛǘǎ ŀǘ  ф 

 ̧ олл ǳƴƛǘǎ ŀǘ   нм рлл ǳƴƛǘǎ ŀǘ   нм нлл ǳƴƛǘǎ ŀǘ   нм плл ǳƴƛǘǎ ŀǘ   нм 

 

!ŘŜǉǳŀǘŜ ƳŀǊƪŜǘ ǎǘǳŘƛŜǎ ǊŜǾŜŀƭ ǘƘŀǘ ǇǊƻŘǳŎǘ · ƛǎ ǇƻǇǳƭŀǊ ōǳǘ ǳƴŘŜǊ ǇǊƛŎŜŘΦ Lǘ ƛǎ ŜȄǇŜŎǘŜŘ ǘƘŀǘ ƛŦ ǘƘŜ 

ǇǊƛŎŜ ƻŦ · ƛǎ ƛƴŎǊŜŀǎŜŘ ōȅ   мΣ ƛǘ ǿƛƭƭΣ ŬƴŘ ŀ ǊŜŀŘȅ ƳŀǊƪŜǘΦ hƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘΣ ¸ ƛǎ ƻǾŜǊǇǊƛŎŜŘ ŀƴŘ ƛŦ 

ǘƘŜ ǇǊƛŎŜ ƻŦ ¸ ƛǎ ǊŜŘǳŎŜŘ ōȅ   м ƛǘ ǿƛƭƭ ƘŀǾŜ ƳƻǊŜ ŘŜƳŀƴŘ ƛƴ ǘƘŜ ƳŀǊƪŜǘΦ ¢ƘŜ ŎƻƳǇŀƴȅ ƳŀƴŀƎŜƳŜƴǘ 

Ƙŀǎ ŀƎǊŜŜŘ ŦƻǊ ǘƘŜ ŀŦƻǊŜǎŀƛŘ ǇǊƛŎŜ ŎƘŀƴƎŜǎΦ hƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǘƘŜǎŜ ǇǊƛŎŜ ŎƘŀƴƎŜǎ ŀƴŘ ǘƘŜ ǊŜǇƻǊǘǎ ƻŦ 

ǎŀƭŜǎƳŜƴΣ ŦƻƭƭƻǿƛƴƎ ŜǎǝƳŀǘŜǎ ƘŀǾŜ ōŜŜƴ ǇǊŜǇŀǊŜŘ ōȅ ǘƘŜ 5ƛǾƛǎƛƻƴŀƭ aŀƴŀƎŜǊǎΥ  

tŜǊŎŜƴǘŀƎŜ ƛƴŎǊŜŀǎŜ ƛƴ ǎŀƭŜǎ ƻǾŜǊ ōǳŘƎŜǘŜŘ ǎŀƭŜǎ 

tǊƻŘǳŎǘ 9ŀǎǘ 5ƛǾƛǎƛƻƴ ²Ŝǎǘ 5ƛǾƛǎƛƻƴ 

· Ҍ мл҈ Ҍр҈ 

 ̧ Ҍ нл҈ Ҍмл҈ 

²ƛǘƘ ǘƘŜ ƘŜƭǇ ƻŦ ƛƴǘŜƴǎƛǾŜ ŀŘǾŜǊǝǎŜƳŜƴǘ ŎŀƳǇŀƛƎƴΣ ŦƻƭƭƻǿƛƴƎ ŀŘŘƛǝƻƴŀƭ ǎŀƭŜǎ όƻǾŜǊ ŀƴŘ ŀōƻǾŜ ǘƘŜ 

ŀōƻǾŜπƳŜƴǝƻƴŜŘ ŜǎǝƳŀǘŜŘ ǎŀƭŜǎ ōȅ 5ƛǾƛǎƛƻƴŀƭ aŀƴƎŜǊǎύ ŀǊŜ ǇƻǎǎƛōƭŜΥ 

tŜǊŎŜƴǘŀƎŜ ƛƴŎǊŜŀǎŜ ƛƴ ǎŀƭŜǎ ƻǾŜǊ ōǳŘƎŜǘŜŘ ǎŀƭŜǎ 

tǊƻŘǳŎǘ 9ŀǎǘ 5ƛǾƛǎƛƻƴ ²Ŝǎǘ 5ƛǾƛǎƛƻƴ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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· Ҍ мл҈ Ҍ р҈ 

 ̧ Ҍ нл҈ Ҍ мл҈ 

²ƛǘƘ ǘƘŜ ƘŜƭǇ ƻŦ ƛƴǘŜƴǎƛǾŜ ŀŘǾŜǊǝǎŜƳŜƴǘ ŎŀƳǇŀƛƎƴΣ ŦƻƭƭƻǿƛƴƎ ŀŘŘƛǝƻƴŀƭ ǎŀƭŜǎ όƻǾŜǊ ŀƴŘ ŀōƻǾŜ ǘƘŜ 

ŀōƻǾŜπƳŜƴǝƻƴŜŘ ŜǎǝƳŀǘŜŘ ǎŀƭŜǎ ōȅ 5ƛǾƛǎƛƻƴŀƭ aŀƴƎŜǊǎύ ŀǊŜ ǇƻǎǎƛōƭŜΥ 

tǊƻŘǳŎǘ 9ŀǎǘ 5ƛǾƛǎƛƻƴ ²Ŝǎǘ 5ƛǾƛǎƛƻƴ 

· сл ǳƴƛǘǎ тл ǳƴƛǘǎ 

 ̧ пл ǳƴƛǘǎ рл ǳƴƛǘǎ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ǇǊŜǇŀǊŜ {ŀƭŜǎ .ǳŘƎŜǘ ŦƻǊ нлноπнп ŀƊŜǊ ƛƴŎƻǊǇƻǊŀǝƴƎ ŀōƻǾŜ ŜǎǝƳŀǘŜǎ ŀƴŘ ŀƭǎƻ 

ǎƘƻǿ ǘƘŜ .ǳŘƎŜǘŜŘ {ŀƭŜǎ ŀƴŘ !Ŏǘǳŀƭ {ŀƭŜǎ ƻŦ нлннπноΦ 

 

twh.[9a ς млΥ όw¢t bh± нлύ 

¢ƘŜ ƛƴŦƻǊƳŀǝƻƴ ƻŦ ½ [ǘŘΦ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘŜŘ омǎǘ aŀǊŎƘ нлнл ƛǎ ŀǎ ōŜƭƻǿΥ 

 !Ƴƻǳƴǘ ό ύ 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭǎ мтΣрлΣллл 

5ƛǊŜŎǘ ǿŀƎŜǎ мнΣрлΣллл 

±ŀǊƛŀōƭŜ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ фΣрлΣллл 

CƛȄŜŘ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘ мнΣллΣллл 

hǘƘŜǊ ǾŀǊƛŀōƭŜ Ŏƻǎǘǎ сΣллΣллл 

hǘƘŜǊ ŬȄŜŘ Ŏƻǎǘǎ пΣллΣллл 

tǊƻŬǘ уΣрлΣллл 

{ŀƭŜǎ тлΣллΣллл 

5ǳǊƛƴƎ ǘƘŜ ȅŜŀǊΣ ǘƘŜ ŎƻƳǇŀƴȅ ƳŀƴǳŦŀŎǘǳǊŜŘ ǘǿƻ ǇǊƻŘǳŎǘǎΣ · ŀƴŘ ¸Σ ŀƴŘ ǘƘŜ ƻǳǘǇǳǘ ŀƴŘ Ŏƻǎǘ ǿŜǊŜΥ 

 ·  ̧

hǳǘǇǳǘ όǳƴƛǘǎύ уΣллл пΣллл 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ό ύ слл ррл 

5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ ǇŜǊ ǳƴƛǘ ό ύ мпл мртΦрл 

5ƛǊŜŎǘ ǿŀƎŜǎ ǇŜǊ ǳƴƛǘ ό ύ фл монΦрл 

±ŀǊƛŀōƭŜ ŦŀŎǘƻǊȅ ƻǾŜǊƘŜŀŘǎ ŀǊŜ ŀōǎƻǊōŜŘ ŀǎ ŀ ǇŜǊŎŜƴǘŀƎŜ ƻŦ ŘƛǊŜŎǘ ǿŀƎŜǎ ŀƴŘ ƻǘƘŜǊ ǾŀǊƛŀōƭŜ Ŏƻǎǘǎ 

ŀǊŜ ŎƻƳǇǳǘŜŘ ŀǎΥ 

 CƛƴƛǎƘŜŘ {ǘƻŎƪ aŀǘŜǊƛŀƭ ! aŀǘŜǊƛŀƭ . 

hǇŜƴƛƴƎ {ǘƻŎƪ нΣрлл ǳƴƛǘǎ тΣрлл ƪƎ пΣллл ƪƎ 

/ƭƻǎƛƴƎ {ǘƻŎƪ оΣллл ǳƴƛǘǎ уΣллл ƪƎ рΣрлл ƪƎ 

wŜǉǳƛǊŜŘΥ 

a) CALCULATE number of units of product proposed to be sold and selling price per unit, 

b) PREPARE Production Budget in units, and 

c) PREPARE Material Purchase Budget in units. 
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twh.[9a ς ммΥ όw¢t bh± мфύ 

Y[a [ƛƳƛǘŜŘ Ƙŀǎ ǇǊŜǇŀǊŜŘ ƛǘǎ ŜȄǇŜƴǎŜ ōǳŘƎŜǘ ŦƻǊ рлΣллл ǳƴƛǘǎ ƛƴ ƛǘǎ ŦŀŎǘƻǊȅ ŦƻǊ ǘƘŜ ȅŜŀǊ нлмфπнл ŀǎ 

ŘŜǘŀƛƭŜŘ ōŜƭƻǿΥ 

 ό  ǇŜǊ ǳƴƛǘύ 

5ƛǊŜŎǘ aŀǘŜǊƛŀƭǎ мнр 

5ƛǊŜŎǘ [ŀōƻǳǊ рл 

±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘ пл 

5ƛǊŜŎǘ 9ȄǇŜƴǎŜǎ мр 

{ŜƭƭƛƴƎ 9ȄǇŜƴǎŜǎ όнл҈ ŬȄŜŘύ нр 

CŀŎǘƻǊȅ 9ȄǇŜƴǎŜǎ όмлл҈ ŬȄŜŘύ мр 

!ŘƳƛƴƛǎǘǊŀǝƻƴ ŜȄǇŜƴǎŜǎ όмлл҈ ŬȄŜŘύ у 

5ƛǎǘǊƛōǳǝƻƴ ŜȄǇŜƴǎŜǎ όур҈ ǾŀǊƛŀōƭŜύ нл 

¢ƻǘŀƭ нфу 

tw9t!w9 ŀƴ ŜȄǇŜƴǎŜ ōǳŘƎŜǘ ŦƻǊ ǘƘŜ ǇǊƻŘǳŎǝƻƴ ƻŦ орΣллл ǳƴƛǘǎ ŀƴŘ тлΣллл ǳƴƛǘǎΦ 

 

twh.[9a ς мнΥ όw¢t a!¸ мфύ 

{ [ǘŘΦ Ƙŀǎ ǇǊŜǇŀǊŜŘ ōǳŘƎŜǘ ŦƻǊ ǘƘŜ ŎƻƳƛƴƎ ȅŜŀǊ ŦƻǊ ƛǘǎ ǘǿƻ ǇǊƻŘǳŎǘǎ ! ŀƴŘ .Φ 

 tǊƻŘǳŎǘ ! ό ύ tǊƻŘǳŎǘ . ό ύ 

tǊƻŘǳŎǝƻƴ ϧ {ŀƭŜǎ ǳƴƛǘ сΣллл ǳƴƛǘǎ фΣллл ǳƴƛǘǎ 

wŀǿ ƳŀǘŜǊƛŀƭ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ слΦлл пнΦлл 

5ƛǊŜŎǘ ƭŀōƻǳǊ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ олΦлл муΦлл 

±ŀǊƛŀōƭŜ ƻǾŜǊƘŜŀŘ ǇŜǊ ǳƴƛǘ мнΦлл сΦлл 

CƛȄŜŘ ƻǾŜǊƘŜŀŘ ǇŜǊ ǳƴƛǘ уΦлл пΦлл 

{ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ мнлΦлл туΦлл 

!ƊŜǊ ǎƻƳŜ ƳŀǊƪŜǝƴƎ ŜũƻǊǘǎΣ ǘƘŜ ǎŀƭŜǎ ǉǳŀƴǝǘȅ ƻŦ ǘƘŜ tǊƻŘǳŎǘ ! ϧ . Ŏŀƴ ōŜ ƛƴŎǊŜŀǎŜŘ ōȅ мΣрлл ǳƴƛǘǎ 

ŀƴŘ рлл ǳƴƛǘǎ ǊŜǎǇŜŎǝǾŜƭȅ ōǳǘ ŦƻǊ ǘƘƛǎ ǇǳǊǇƻǎŜ ǘƘŜ ǾŀǊƛŀōƭŜ ƻǾŜǊƘŜŀŘ ŀƴŘ ŬȄŜŘ ƻǾŜǊƘŜŀŘ ǿƛƭƭ ōŜ 

ƛƴŎǊŜŀǎŜŘ ōȅ мл҈ ŀƴŘ р҈ ǊŜǎǇŜŎǝǾŜƭȅ ŦƻǊ ǘƘŜ ōƻǘƘ ǇǊƻŘǳŎǘǎΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ tw9t!w9 ƅŜȄƛōƭŜ ōǳŘƎŜǘ ŦƻǊ ōƻǘƘ ǘƘŜ ǇǊƻŘǳŎǘǎΥ 

a) Before marketing efforts 

b) After marketing efforts. 
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!b{²9w{ 

мΦ 

όŀύ όƛύ .ǳŘƎŜǘ ǎƘƻǿƛƴƎ ŎǳǊǊŜƴǘ Ǉƻǎƛǝƻƴ ƻŦ ǘƻǘŀƭ ǇǊƻŘǳŎǘ ǿƛǎŜ ŎƻƴǘǊƛōǳǝƻƴ ŀƴŘ ǇǊƻŬǘŀōƛƭƛǘȅ 

 tŀǊǝŎǳƭŀǊǎ tǊƻŘǳŎǘ 

· ό ύ 

tǊƻŘǳŎǘ ¸ 

ό ύ 

tǊƻŘǳŎǘ 

½ ό ύ 

¢ƻǘŀƭ 

ό ύ 

! 5ƛǊŜŎǘ ƳŀǘŜǊƛŀƭ Ŏƻǎǘ όǇŜǊ ǳƴƛǘύ нл нл нл  

. 5ƛǊŜŎǘ ǿŀƎŜǎ Ŏƻǎǘ όǇŜǊ ǳƴƛǘύ мс нп мс  

/ ±ŀǊƛŀōƭŜ ƻǾŜǊƘŜŀŘ ǇŜǊ ǳƴƛǘ 

όwŜŦŜǊ ²bπмύ 

п с п  

5 ¢ƻǘŀƭ ǾŀǊƛŀōƭŜ Ŏƻǎǘκ aŀǊƎƛƴŀƭ 

Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ώ!Ҍ.Ҍ/ϐ 

пл рл пл  

9 !ŘŘΥ tǊƻŬǘ ώнл҈ ƻŦ 5ϐ π π у  

C {ŜƭƭƛƴƎ ǇǊƛŎŜ ǳƴƛǘ ώ5Ҍ9ϐ π π пу  

D tǊƛŎŜ ǿŜƛƎƘǘ мΦнр н м  

I {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ ώ{ŜƭƭƛƴƎ 

ǇǊƛŎŜ ƻŦ tǊƻŘǳŎǘ ½ Ҏ Dϐ 

сл фс пу  

L /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ ώIπ5ϐ нл пс у  

W vǳŀƴǝǘȅ ǘƻ ōŜ ǎƻƭŘ нΣрлΣллл нΣулΣллл оΣнлΣллл  

Y ¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ ώWҎLϐ рлΣллΣллл мΣнуΣулΣллл нрΣслΣллл нΣлпΣплΣллл 

[ CƛȄŜŘ hǾŜǊƘŜŀŘǎ ώwŜŦŜǊ ²bπмϐ    моΣнлΣллл 

a tǊƻŬǘ    мΣфмΣнлΣллл 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

{ŜƎǊŜƎŀǝƻƴ ƻŦ hǾŜǊƘŜŀŘǎ ƛƴǘƻ ǾŀǊƛŀōƭŜ ŀƴŘ ŬȄŜŘ ƛƴ ŎǳǊǊŜƴǘ ȅŜŀǊ 

 tŀǊǝŎǳƭŀǊǎ tǊƻŘǳŎǘ 

· ό ύ 

tǊƻŘǳŎǘ 

¸ ό ύ 

tǊƻŘǳŎǘ 

½ ό ύ 

¢ƻǘŀƭ 

ό ύ 

! ¢ƻǘŀƭ ƻǾŜǊƘŜŀŘ Ŏƻǎǘ π π π рнΣулΣллл 

. [ŀōƻǳǊ ƘƻǳǊ ǇŜǊ ǳƴƛǘ ώ5ƛǊŜŎǘ ǿŀƎŜǎ 

/ƻǎǘ ҏ wŜΦмϐ 

п с п  

/ vǳŀƴǝǘȅ ǇǊƻŘǳŎŜŘ нΣрлΣллл нΣулΣллл оΣнлΣллл  

5 ¢ƻǘŀƭ ǾŀǊƛŀōƭŜ ƻǾŜǊƘŜŀŘ Ŏƻǎǘ ώ.Ҏ/ϐ млΣллΣллл мсΣулΣллл мнΣулΣллл офΣслΣллл 

9 CƛȄŜŘ ƻǾŜǊƘŜŀŘ Ŏƻǎǘ ώ!π5ϐ    моΣнлΣллл 

ƛƛύ .ǳŘƎŜǘ ǎƘƻǿƛƴƎ ƴŜȄǘ ȅŜŀǊΩǎ Ǉƻǎƛǝƻƴ ƻŦ ǘƻǘŀƭ ǇǊƻŘǳŎǘ ǿƛǎŜ ŎƻƴǘǊƛōǳǝƻƴ ŀƴŘ tǊƻŬǘŀōƛƭƛǘȅ 

 tŀǊǝŎǳƭŀǊǎ tǊƻŘǳŎǘ 

· ό ύ 

tǊƻŘǳŎǘ ¸ 

ό ύ 

tǊƻŘǳŎǘ ½ 

ό ύ 

¢ƻǘŀƭ 

ό ύ 
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! {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ ǳƴƛǘ сл фс пу  

. /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ нл пс у  

/ vǳŀƴǝǘȅ ǘƻ ōŜ ǎƻƭŘ нΣулΣллл 

ώммн҈ ƻŦ 

нΣрлΣлллϐ 

нΣссΣллл 

ώфр҈ ƻŦ 

нΣулΣлллϐ 

оΣсуΣллл 

ώммр҈ ƻŦ 

оΣнлΣлллϐ 

 

5 ¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ ώ.Ҏ/ϐ рсΣллΣллл мΣннΣосΣллл нфΣппΣллл нΣлтΣулΣллл 

 CƛȄŜŘ hǾŜǊƘŜŀŘǎ ώwŜŦŜǊ ²bπнϐ    моΣнлΣллл 

 tǊƻŬǘ    мΣфпΣслΣллл 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

мΦ {ŜƎǊŜƎŀǝƻƴ ƻŦ hǾŜǊƘŜŀŘǎ ƛƴǘƻ ǾŀǊƛŀōƭŜ ŀƴŘ ŬȄŜŘ ƛƴ ƴŜȄǘ ȅŜŀǊ 

 tŀǊǝŎǳƭŀǊǎ tǊƻŘǳŎǘ · 

ό ύ 

tǊƻŘǳŎǘ ¸ 

ό ύ 

tǊƻŘǳŎǘ ½ 

ό ύ 

¢ƻǘŀƭ 

ό ύ 

! ¢ƻǘŀƭ ƻǾŜǊƘŜŀŘ Ŏƻǎǘ π π π ррΣлуΣллл 

. [ŀōƻǳǊ ƘƻǳǊ ǇŜǊ ǳƴƛǘ 

ώ5ƛǊŜŎǘ ǿŀƎŜǎ /ƻǎǘ ҏ wŜΦмϐ 

п с п  

/ vǳŀƴǝǘȅ ǇǊƻŘǳŎŜŘ нΣулΣллл нΣссΣллл оΣсуΣллл  

5 ¢ƻǘŀƭ ǾŀǊƛŀōƭŜ ƻǾŜǊƘŜŀŘ 

Ŏƻǎǘ ώ.Ҏ/ϐ 

ммΣнлΣллл мрΣфсΣллл мпΣтнΣллл пмΣууΣллл 

9 CƛȄŜŘ ƻǾŜǊƘŜŀŘ Ŏƻǎǘ ώ!π5ϐ    моΣнлΣллл 

 

нΦ 

όŀύ  

LΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ ƴǳƳōŜǊ ƻŦ ǎƘƛǊǘǎ ϧ ǎƘƻǊǘǎ ǘƻ ōŜ ǇǊƻŘǳŎŜŘ ǇŜǊ ƳƻƴǘƘΥ 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ƭŀōƻǳǊ ƘƻǳǊΥ 

  {ƘƛǊǘǎ  

ό ύ 

{ƘƻǊǘǎ  

ό ύ 

! {ŀƭŜǎ tǊƛŎŜ ǇŜǊ ǳƴƛǘ сл пп 

. ±ŀǊƛŀōƭŜ /ƻǎǘΥ   

 π wŀǿ ƳŀǘŜǊƛŀƭǎ ол мс 

 π 5ƛǊŜŎǘ ƭŀōƻǳǊ у п 

  оу нл 

/ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǳƴƛǘ ώ!π.ϐ нн нп 

5 [ŀōƻǳǊ ƘƻǳǊ ǇŜǊ ǳƴƛǘ м ƘƻǳǊ лΦр ƘƻǳǊ 

9 /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ƭŀōƻǳǊ ƘƻǳǊ ώ/ҏ5ϐ нн пу 
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tǊƻŘǳŎǝƻƴ Ǉƭŀƴ ŦƻǊ ǘƘŜ ŬǊǎǘ ǘƘǊŜŜ ƳƻƴǘƘǎΥ 

{ƛƴŎŜΣ {ƘƻǊǘǎ Ƙŀǎ ǘƘŜ ƘƛƎƘŜǊ /ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ƭŀōƻǳǊ ƘƻǳǊΣ ƛǘ ǿƛƭƭ ōŜ ƳŀŘŜ ŬǊǎǘΦ {ƘƛǊǘǎ ǿƛƭƭ ōŜ 

нр҈ ƻŦ {ƘƻǊǘǎΦ ¢ƘŜ ǉǳŀƴǝǘȅ ǿƛƭƭ ōŜ ŘŜǘŜǊƳƛƴŜŘ ŀǎ ōŜƭƻǿΥ 

[Ŝǘ ǘƘŜ vǳŀƴǝǘȅ ƻŦ {ƘƻǊǘǎ ōŜ · ŀƴŘ {ƘƛǊǘǎ ǿƛƭƭ ōŜ лΦнр ·Σ ǘƘŜƴ 

όvǘȅΦ ƻŦ {ƘƻǊǘǎ Ҏ ƭŀōƻǳǊ ƘƻǳǊ ǇŜǊ ǳƴƛǘύ Ҍ όvǘȅΦ ƻŦ {ƘƛǊǘǎ Ҏ ƭŀōƻǳǊ ƘƻǳǊ ǇŜǊ ǳƴƛǘύ Ґ ¢ƻǘŀƭ ƭŀōƻǳǊ 

ƘƻǳǊǎ ŀǾŀƛƭŀōƭŜ 

hǊΣ ό· Ҏ лΦр ƘƻǳǊύ Ҍ όлΦнр· Ҏ м ƘƻǳǊύ Ґ мнΣллл ƘƻǳǊǎ 

hǊΣ лΦр· Ҍ лΦнр· Ґ мнΣллл hǊΣ 

лΦтр· Ґ мнΣллл 

hǊΣ · Ґ мнΣллл ҏ лΦтр 

Ґ мсΣллл ǳƴƛǘǎ ƻŦ {ƘƻǊǘǎ 

¢ƘŜǊŜŦƻǊŜΣ ŦƻǊ {ƘƛǊǘǎ Ґ нр҈  ƻŦ мсΣллл ǳƴƛǘǎ Ґ пΣллл ǳƴƛǘǎ 

tǊƻŘǳŎǝƻƴ ǇŜǊ ƳƻƴǘƘ ŦƻǊ ǘƘŜ ŬǊǎǘ ǉǳŀǊǘŜǊ ǿƛƭƭ ōŜΥ 

{ƘƻǊǘǎπ мсΣллл ǳƴƛǘǎ ϧ {ƘƛǊǘǎπ пΣллл ǳƴƛǘǎ 

LLΦ  

όƛύ {ŀƭŜǎ .ǳŘƎŜǘ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ WǳƭȅΣ !ǳƎǳǎǘ ϧ {ŜǇǘŜƳōŜǊ нлннΥ 

  Wǳƭȅ нлнн !ǳƎǳǎǘ нлнн {ŜǇǘŜƳōŜǊ нлнн 

{ƘƛǊǘǎ {ƘƻǊǘǎ {ƘƛǊǘǎ {ƘƻǊǘǎ {ƘƛǊǘǎ {ƘƻǊǘǎ 

! {ŀƭŜǎ ŘŜƳŀƴŘ мрΣллл нлΣллл мсΣрлл ннΣллл муΣмрл нпΣнлл 

. {ŜƭƭƛƴƎ ǇǊƛŎŜ ǇŜǊ 

ǳƴƛǘ ό ύ 

сл пп сл пп сл пп 

/ {ŀƭŜǎ wŜǾŜƴǳŜ ό 

ύ 

фΣллΣллл уΣулΣллл фΣфлΣллл фΣсуΣллл млΣуфΣллл млΣспΣулл 

όƛƛύ  tǊƻŘǳŎǝƻƴ ōǳŘƎŜǘ ŦƻǊ ǘƘŜ ƳƻƴǘƘ ƻŦ WǳƭȅΣ !ǳƎǳǎǘ ϧ {ŜǇǘŜƳōŜǊ нлннΥ 

  Wǳƭȅ нлнн !ǳƎǳǎǘ нлнн {ŜǇǘŜƳōŜǊ нлнн hŎǘƻōŜǊ нлнн 

{ƘƛǊǘǎ {ƘƻǊǘǎ {ƘƛǊǘǎ {ƘƻǊǘǎ {ƘƛǊǘǎ {ƘƻǊǘǎ {ƘƛǊǘǎ {ƘƻǊǘǎ 

! hǇŜƴƛƴƎ ǎǘƻŎƪ л л сΣслл уΣулл тΣнсл фΣсул   

. {ŀƭŜǎ ŘŜƳŀƴŘ мрΣллл нлΣллл мсΣрлл ннΣллл муΣмрл нпΣнлл мфΣфср нсΣснл 

/ /ƭƻǎƛƴƎ ǎǘƻŎƪ сΣслл уΣулл тΣнсл фΣсул тΣфус млΣспу   

5 tǊƻŘǳŎǝƻƴ 

ώ.Ҍ/π!ϐ 

нмΣслл нуΣулл мтΣмсл ннΣуул муΣутс нрΣмсу   

 

оΦ 

όƛύ CƭŜȄƛōƭŜ .ǳŘƎŜǘ όōŜŦƻǊŜ ǇǊƻƳƻǝƻƴύ 

 tŀǊǝŎǳƭŀǊǎ tǊƻŘǳŎǘ Ψ!¸9Ω tǊƻŘǳŎǘ Ψ½¸9Ω ¢ƻǘŀƭ 

 tǊƻŘǳŎǝƻƴ ϧ {ŀƭŜǎ όǳƴƛǘǎύ пΣллл оΣллл  

  !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

!Φ {ŀƭŜǎ ±ŀƭǳŜ уΣллΣллл 

ό  нллҎпΣлллύ 

рΣплΣллл 

ό  мулҎоΣлллύ 

моΣплΣллл 
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.Φ 5ƛǊŜŎǘ aŀǘŜǊƛŀƭǎ оΣнлΣллл 

ό  ул Ҏ пΣлллύ 

нΣмлΣллл 

ό тл Ҏ оΣлллύ 

рΣолΣллл 

/Φ 5ƛǊŜŎǘ ƭŀōƻǳǊ мΣслΣллл 

ό  пл Ҏ пΣлллύ 

мΣлрΣллл 

ό  ор Ҏ оΣлллύ 

нΣсрΣллл 

5Φ ±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘǎ улΣллл 

ό  нл Ҏ пΣлллύ 

трΣллл 

ό  нр Ҏ оΣлллύ 

мΣррΣллл 

9Φ ¢ƻǘŀƭ ±ŀǊƛŀōƭŜ /ƻǎǘ ό.Ҍ/Ҍ5ύ рΣслΣллл оΣфлΣллл фΣрлΣллл 

CΦ /ƻƴǘǊƛōǳǝƻƴ ό!π9ύ нΣплΣллл мΣрлΣллл оΣфлΣллл 

DΦ CƛȄŜŘ hǾŜǊƘŜŀŘ плΣллл 

ό мл Ҏ пΣлллύ 

олΣллл 

ό мл Ҏ оΣлллύ 

тлΣллл 

IΦ tǊƻŬǘ όCπDύ нΣллΣллл мΣнлΣллл оΣнлΣллл 

 tǊƻŬǘ ǇŜǊ ǳƴƛǘ рл пл  

όƛƛύ CƭŜȄƛōƭŜ .ǳŘƎŜǘ όŀƊŜǊ ǇǊƻƳƻǝƻƴύ 

 tŀǊǝŎǳƭŀǊǎ tǊƻŘǳŎǘ Ψ!¸9Ω tǊƻŘǳŎǘ Ψ½¸9Ω ¢ƻǘŀƭ 

 tǊƻŘǳŎǝƻƴ ϧ {ŀƭŜǎ όǳƴƛǘǎύ пΣнлл 

όпΣлллҎмлр҈ύ 

оΣмрл 

όоΣлллҎмлр҈ύ 

 

  !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

!Φ {ŀƭŜǎ ±ŀƭǳŜ фΣнпΣллл 

ό  ннл Ҏ пΣнллύ 

сΣноΣтлл 

ό  мфу Ҏ оΣмрлύ 

мрΣптΣтлл 

.Φ 5ƛǊŜŎǘ aŀǘŜǊƛŀƭǎ оΣосΣллл 

ό  ул Ҏ пΣнллύ 

нΣнлΣрлл 

ό  тл Ҏ оΣмрлύ 

рΣрсΣрлл 

/Φ 5ƛǊŜŎǘ ƭŀōƻǳǊ мΣсуΣллл 

ό  пл Ҏ пΣнллύ 

мΣмлΣнрл 

ό  ор Ҏ оΣмрлύ 

нΣтуΣнрл 

5Φ ±ŀǊƛŀōƭŜ hǾŜǊƘŜŀŘǎ мΣллΣулл 

ό  нп Ҏ пΣнллύ 

фпΣрлл 

ό  ол Ҏ оΣмрлύ 

мΣфрΣолл 

9Φ ¢ƻǘŀƭ ±ŀǊƛŀōƭŜ /ƻǎǘ ό.Ҍ/Ҍ5ύ сΣлпΣулл пΣнрΣнрл млΣолΣлрл 

CΦ /ƻƴǘǊƛōǳǝƻƴ ό!π9ύ оΣмфΣнлл мΣфуΣпрл рΣмтΣсрл 

DΦ CƛȄŜŘ hǾŜǊƘŜŀŘ пнΣллл 

ό  плΣллл Ҏ млр҈ύ 

омΣрлл 

ό  олΣллл Ҏ млр҈ύ 

тоΣрлл 

IΦ tǊƻŬǘ όCπDύ нΣттΣнлл мΣссΣфрл пΣппΣмрл 

 tǊƻŬǘ ǇŜǊ ǳƴƛǘ сс ро  
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пΦ 

{ŀƭŜǎ .ǳŘƎŜǘ 

tŀǊǝŎǳƭŀǊǎ bƻǾΣ нл 5ŜŎΣ нл WŀƴΣ нм CŜōΣ нм aŀǊΣ нм ¢ƻǘŀƭ 

{ŀƭŜǎ όƛƴ ¦ƴƛǘǎύ олΣллл орΣллл оуΣллл нрΣллл плΣллл мΣсуΣллл 

{ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ǳƴƛǘ ό ύ мл мн мр мр нл π 

¢ƻǘŀƭ {ŀƭŜǎ ό ύ оΣллΣллл пΣнлΣллл рΣтлΣллл оΣтрΣллл уΣллΣллл нпΣсрΣллл 

tǊƻŘǳŎǝƻƴ .ǳŘƎŜǘ όƛƴ ǳƴƛǘǎύ 

tŀǊǝŎǳƭŀǊǎ bƻǾΣ нл 5ŜŎΣ нл WŀƴΣ нм CŜōΣ нм aŀǊΣ нм ¢ƻǘŀƭ 

{ŀƭŜǎ олΣллл орΣллл оуΣллл нрΣллл плΣллл мΣсуΣллл 

!ŘŘΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ ƻŦ 

ŬƴƛǎƘŜŘ ƎƻƻŘǎ 
оΣллл фΣллл уΣллл сΣллл млΣллл осΣллл 

¢ƻǘŀƭ ǉǳŀƴǝǘȅ ǊŜǉǳƛǊŜŘ ооΣллл ппΣллл псΣллл омΣллл рлΣллл нΣлпΣллл 

[ŜǎǎΥ hǇŜƴƛƴƎ ǎǘƻŎƪ ƻŦ 

ŬƴƛǎƘŜŘ ƎƻƻŘǎ 
тΣрлл оΣллл фΣллл уΣллл сΣллл ооΣрлл 

¦ƴƛǘǎ ǘƻ ōŜ ǇǊƻŘǳŎŜŘ нрΣрлл пмΣллл отΣллл ноΣллл ппΣллл мΣтлΣрлл 

wŀǿ ƳŀǘŜǊƛŀƭ ōǳŘƎŜǘ όƛƴ ǳƴƛǘǎύ 

CƻǊ wŀǿ ƳŀǘŜǊƛŀƭ Ψ!Ω 

tŀǊǝŎǳƭŀǊǎ bƻǾΣ нл 5ŜŎΣ нл WŀƴΣ нм CŜōΣ нм aŀǊΣ нм ¢ƻǘŀƭ 

¦ƴƛǘǎ ǘƻ ōŜ ǇǊƻŘǳŎŜŘΥ όŀύ нрΣрлл пмΣллл отΣллл ноΣллл ппΣллл мΣтлΣрлл 

wŀǿ ƳŀǘŜǊƛŀƭ ŎƻƴǎǳƳǇǝƻƴ ǇΦǳΦ όƪƎΦύΥ όōύ н н н н н π 

¢ƻǘŀƭ Ǌŀǿ ƳŀǘŜǊƛŀƭ ŎƻƴǎǳƳǇǝƻƴ όYƎΦύΥ όŀ Ҏ ōύ рмΣллл унΣллл тпΣллл псΣллл ууΣллл оΣпмΣллл 

CƻǊ wŀǿ ƳŀǘŜǊƛŀƭ Ψ.Ω 

tŀǊǝŎǳƭŀǊǎ bƻǾΣ нл 5ŜŎΣ нл WŀƴΣ нм CŜōΣ нм aŀǊΣ нм ¢ƻǘŀƭ 

¦ƴƛǘǎ ǘƻ ōŜ ǇǊƻŘǳŎŜŘΥ όŀύ нрΣрлл пмΣллл отΣллл ноΣллл ппΣллл мΣтлΣрлл 

wŀǿ ƳŀǘŜǊƛŀƭ ŎƻƴǎǳƳǇǝƻƴ ǇΦǳΦ όƪƎΦύΥ όōύ о о о о о π 

¢ƻǘŀƭ Ǌŀǿ ƳŀǘŜǊƛŀƭ 
тсΣрлл мΣноΣллл мΣммΣллл сфΣллл мΣонΣллл рΣммΣрлл 

ŎƻƴǎǳƳǇǝƻƴ όYƎΦύΥ όŀ Ҏ ōύ 

 

рΦ 

όмύ {ǘŀǘŜƳŜƴǘ ƻŦ /ƻǎǘ 

 

CƻǊ ŬǊǎǘ с 

ƳƻƴǘƘǎ 

CƻǊ ŦǳǊǘƘŜǊ о 

ƳƻƴǘƘǎ 

CƻǊ ǊŜƳŀƛƴƛƴƎ о 

ƳƻƴǘƘǎ ¢ƻǘŀƭ 

  

сΣллΣллл Ȅ сΣллΣллл Ȅ сΣллΣллл Ȅ   

сκмн Ȅ рл҈ оκмн Ȅ тр҈ лоπ5ŜŎ   

Ґ мΣрлΣллл Ґ мΣмнΣрлл Ґ мΣрлΣллл пмнрлл 

ǳƴƛǘǎ ǳƴƛǘǎ ǳƴƛǘǎ ǳƴƛǘǎ 
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5ƛǊŜŎǘ aŀǘŜǊƛŀƭ флΣллΣллл стΣрлΣллл флΣллΣллл нΣптΣрлΣллл 

5ƛǊŜŎǘ ƭŀōƻǳǊ прΣллΣллл ооΣтрΣллл прΣллΣллл мΣноΣтрΣллл 

LƴŘƛǊŜŎǘ ς ±ŀǊƛŀōƭŜ 9ȄǇŜƴǎŜǎ ннΣрлΣллл мсΣутΣрлл ннΣрлΣллл смΣутΣрлл 

LƴŘƛǊŜŎǘ ς CƛȄŜŘ 9ȄǇŜƴǎŜǎ онΣтрΣллл мсΣотΣрлл мсΣотΣрлл срΣрлΣллл 

LƴŘƛǊŜŎǘ {ŜƳƛπǾŀǊƛŀōƭŜ 

ŜȄǇŜƴǎŜǎ         

π CƻǊ ŬǊǎǘ ǎƛȄ ƳƻƴǘƘǎ Ϫ 

рΣллΣллл ǇŜǊ ŀƴƴǳƳ нΣрлΣллл       

π CƻǊ ŦǳǊǘƘŜǊ ǘƘǊŜŜ ƳƻƴǘƘǎ Ϫ 

сΣрлΣлллϝ ǇŜǊ ŀƴƴǳƳ   мΣснΣрлл     

π CƻǊ ŦǳǊǘƘŜǊ ǘƘǊŜŜ ƳƻƴǘƘǎ Ϫ 

уΣрлΣлллϝϝ ǇŜǊ ŀƴƴǳƳ     нΣмнΣрлл сΣнрΣллл 

¢ƻǘŀƭ /ƻǎǘ мΣфнΣтрΣллл мΣосΣмнΣрлл мΣтсΣллΣллл рΣлпΣутΣрлл 

5ŜǎƛǊŜŘ tǊƻŬǘ нрΣллΣллл 

{ŀƭŜǎ ǾŀƭǳŜ рΣнфΣутΣрлл 

!ǾŜǊŀƎŜ {ŀƭŜǎ ǇǊƛŎŜ ǇŜǊ ¢ƻȅ мнуΦпр 

ϝ   рΣллΣлллҌ ώо ǝƳŜǎ όŦǊƻƳ сл҈ ǘƻ тр҈ύ Ȅ рлΣлллϐ Ґ   сΣрлΣллл 

ϝϝ   сΣрлΣлллҌ ώм ǝƳŜ όŦǊƻƳ тр҈ ǘƻ ул҈ύ Ȅ рлΣлллϐ Ҍ ώн ǝƳŜǎ όŦǊƻƳ ул҈ ǘƻ млл҈ύ Ҏ трΣлллϐ Ґ   

уΣрлΣллл 

ŀύ /ƻƳǇŀƴȅ {ƘƻǳƭŘ ŀŎŎŜǇǘ ǘƘŜ ƻũŜǊ ŀǎ ƛǘ ƛǎ ŀōƻǾŜ ƛǘǎ ǘŀǊƎŜǘŜŘ ǎŀƭŜǎ ǇǊƛŎŜ ƻŦ   мнуΦпр ǇŜǊ ǘƻȅΦ 

ōύ  /ƻƳǇŀƴȅ {ƘƻǳƭŘ ŀŎŎŜǇǘ ǘƘŜ ƻũŜǊ ŀǎ ƛǘ ƛǎ ŀōƻǾŜ ƛǘǎ ǘŀǊƎŜǘŜŘ ǎŀƭŜǎ ǇǊƛŎŜ ƻŦ   мнуΦпр ǇŜǊ ǘƻȅΦ 

 

сΦ 

CƭŜȄƛōƭŜ .ǳŘƎŜǘ 

Activity Level 60% 80% 100% 

Production (units) 6,000 8,000 10,000 

 (  ) (  ) (  ) 

Sales @   100 per unit 6,00,000 8,00,000 10,00,000 

Variable Cost 

(@   35 (   30 +   5) per unit) 

2,10,000 2,80,000 3,50,000 

Contribution (A) 3,90,000 5,20,000 6,50,000 

Fixed Cost (part of semi-variable cost) 60,000 60,000 60,000 

Other Fixed Cost 1,00,000 1,25,000 1,25,000 

Total Fixed Cost (B) 1,60,000 1,85,000 1,85,000 

Operating Profit (A ς B) 2,30,000 3,35,000 4,65,000 
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(i) Efficiency Ratio: 

Ґ {ǘŀƴŘŀǊŘ IǊǎκ !Ŏǘǳŀƭ IǊǎ Ȅ млл  

Ґ уΣулл ƘƻǳǊǎ κ тΣрлл ƘƻǳǊǎ Ȅ млл  

Ґ ммтΦоо҈ 

(ii) Activity Ratio  

= Standard Hrs / Budgeted Hrs x 100  

= 8,800 hours / 8,000 hours x 100 

=110% 

(iii) Standard Capacity Usage Ratio: 

= Budgeted Hours / Max. possible hours in the budgeted period x 100 

= 8,000 hours / 9,600 hours x 100% 

= 83.33% 

(iv) Actual Capacity Usage Ratio: 

= Actual Hours worked / Max. possible hours in a period x 100 

= 7,500 hours / 9,600 hours x 100  

= 78.125% 

(v) Actual Usage of Budgeted Capacity Ratio 

= Actual working hours / Budgeted hours x 100 

=7,500 hours / 8,000 hours x 100 

= 93.75% 

Working Notes:  

1. Maximum Capacity in a budget period  

= 60 Employees x 8 Hrs. x 5 Days x 4 Weeks = 9,600 Hrs.  

2. Budgeted Hours 

= 50 Employees x 8 hrs. x 5 Days x 4 Weeks = 8,000 Hrs. 

3. Actual Hrs. = 7,500 Hrs. (given) 

4. Standard Hrs. for Actual Output = 8,800 Hrs. 

 

8. 

i. Preparation of Production Budget (in Units) 

 WŀƴǳŀǊȅ CŜōǊǳŀǊȅ aŀǊŎƘ !ǇǊƛƭ aŀȅ 

{ŀƭŜǎ рΣллл сΣллл тΣллл тΣрлл уΣллл 

!ŘŘΥ /ƭƻǎƛƴƎ ǎǘƻŎƪ όнр҈ ƻŦ ƴŜȄǘ ƳƻƴǘƘΩǎ 

ǎŀƭŜǎύ 

мΣрлл мΣтрл мΣутр нΣллл  

[ŜǎǎΥ hǇŜƴƛƴƎ {ǘƻŎƪ όмнллύ όмрллύ όмтрлύ όмутрύ  

tǊƻŘǳŎǝƻƴ ƻŦ ŜƭŜŎǘǊƻƴƛŎ DŀŘƎŜǘǎ рΣолл сΣнрл тΣмнр тΣснр  
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ii. Preparation of Purchase budget 

 WŀƴǳŀǊȅ CŜōǊǳŀǊȅ aŀǊŎƘ !ǇǊƛƭ 

/ƻƴǎǳƳǇǝƻƴκǇǊƻŘǳŎǝƻƴ ƻŦ .ŀǧŜǊƛŜǎ όϪ н ǇŜǊ 

DŀŘƎŜǘύ 

млΣслл мнΣрлл мпΣнрл мрΣнрл 

!ŘŘΥ /ƭƻǎƛƴƎ {ǘƻŎƪ όол҈ ƻŦ ƴŜȄǘ ƳƻƴǘƘΩǎ 

ǇǊƻŘǳŎǝƻƴύ 

отрл пнтр пртр  

[ŜǎǎΥ hǇŜƴƛƴƎ {ǘƻŎƪ оΣнрл оΣтрл пнтр  

tǳǊŎƘŀǎŜ ƻŦ .ŀǧŜǊƛŜǎ ммΣмлл моΣлнр мпΣррл  

{ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ tǊƻŬǘ 

 WŀƴΦ CŜōΦ aŀǊŎƘ ¢ƻǘŀƭ 

{ŀƭŜǎ ό!ύ рΣллл сΣллл тΣллл муΣллл 

{ŜƭƭƛƴƎ tǊƛŎŜ ǇŜǊ ǳƴƛǘϝ  Φ нΣллл  Φ нΣллл  Φ нΣллл  Φ нΣллл 

[ŜǎǎΥ 5ƛǎŎƻǳƴǘ Ϫмр҈ ƻŦ ǎŜƭƭƛƴƎ ǇǊƛŎŜ олл олл олл олл 

[ŜǎǎΥ {ǘŀƴŘŀǊŘ Ŏƻǎǘ ƻŦ 

aŀƴǳŦŀŎǘǳǊƛƴƎ ǇŜǊ ƎŀŘƎŜǘ /ƻǎǘ 

мрлл мрлл мрлл мрлл 

tǊƻŬǘ ό.ύ όǎŜƭƭƛƴƎ tǊƛŎŜπŘƛǎŎƻǳƴǘπ Ŏƻǎǘύ нлл нлл нлл нлл 

¢ƻǘŀƭ tǊƻŬǘ ό! Ҏ .ύ  

ΦмлΣллΣллл 

 

ΦмнΣллΣллл 

 

ΦмпΣллΣллл 

 

ΦосΣллΣллл 

 

фΦ 

{ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ {ŀƭŜǎ .ǳŘƎŜǘ ŦƻǊ нлноπнп 

 

5ƛǾƛǎƛƻƴ 

tǊƻŘǳŎǘ · tǊƻŘǳŎǘ ¸ ¢ƻǘŀƭ 

vǘȅΦ wŀǘŜ ό ύ !ƳǘΦ ό ύ vǘȅΦ wŀǘŜ ό ύ !ƳǘΦ ό ύ !ƳǘΦ ό ύ 

9ŀǎǘ рллм мл рΣллл плло нл уΣллл моΣллл 

²Ŝǎǘ тллн мл тΣллл сллп нл мнΣллл мфΣллл 

¢ƻǘŀƭ мΣнлл  мнΣллл мΣллл  нлΣллл онΣллл 

²ƻǊƪƛƴƎǎ 

мΦ плл Ҏ ммл҈ Ҍ сл Ґ рлл ǳƴƛǘǎ 

нΦ слл Ҏ млр҈ Ҍ тл Ґ тлл ǳƴƛǘǎ 

оΦ олл Ҏ мнл҈ Ҍ пл Ґ плл ǳƴƛǘǎ 

пΦ рлл Ҏ ммл҈ Ҍ рл Ґ слл ǳƴƛǘǎ 

{ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ {ŀƭŜǎ .ǳŘƎŜǘ ŦƻǊ нлннπно 

5ƛǾƛǎƛƻƴ tǊƻŘǳŎǘ · tǊƻŘǳŎǘ ¸ ¢ƻǘŀƭ 

vǘȅΦ wŀǘŜ ό ύ !ƳǘΦ ό ύ vǘȅΦ wŀǘŜ ό ύ !ƳǘΦ ό ύ !ƳǘΦ ό ύ 

9ŀǎǘ плл ф оΣслл олл нм сΣолл фΣфлл 

слл ф рΣплл рлл нм млΣрлл мрΣфлл 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
н
о 

¢ƻǘŀƭ 

²Ŝǎǘ 

¢ƻǘŀƭ 

слл ф рΣплл рлл нм млΣрлл мрΣфлл 

мΣллл  фΣллл улл  мсΣулл нрΣулл 

{ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ !Ŏǘǳŀƭ {ŀƭŜǎ ŦƻǊ нлннπно 

 

5ƛǾƛǎƛƻƴ 

tǊƻŘǳŎǘ · tǊƻŘǳŎǘ ¸ ¢ƻǘŀƭ 

vǘȅΦ wŀǘŜ ό ύ !ƳǘΦ ό ύ vǘȅΦ wŀǘŜ ό ύ !ƳǘΦ ό ύ !ƳǘΦ ό ύ 

9ŀǎǘ рлл ф пΣрлл нлл нм пΣнлл уΣтлл 

²Ŝǎǘ тлл ф сΣолл плл нм уΣплл мпΣтлл 

¢ƻǘŀƭ мΣнлл  млΣулл слл  мнΣслл ноΣплл 

 

 

млΦ 

I. Product-wise Profitability Statement for the FY 2019-20: 

Particulars Product-X (  ) Product-Y (  ) Total (  ) 

Output (units) 8,000 4,000  

Selling price per unit 600 550  

Sales value 48,00,000 22,00,000 70,00,000 

Direct material 11,20,000 

(  140×8,000) 

6,30,000 ( 157.50×4,000) 17,50,000 

Direct wages 7,20,000 

(  90×8,000) 

5,30,000 

(  132.5×4,000) 

12,50,000 

Variable factory overheads 5,47,200 

(76%of 7,20,000) 

4,02,800 

(76%of 5,30,000) 

9,50,000 

Other variable costs 3,20,000 

(  40×8,000) 

2,80,000 

(  70×4,000) 

6,00,000 

Contribution 20,92,800 3,57,200 24,50,000 

Fixed factory overheads - - 12,00,000 

Other fixed costs - - 4,00,000 

Profit   8,50,000 

II. Preparation of Budget for the FY 2020-21: 

Particulars Product-X (  ) Product-Y (  ) Total (  ) 

Output (units) 6,400 

(8,000×80%) 

3,600 

(4,000×90%) 

 

Selling price per unit 480 

(600×80%) 

440 

(550×80%) 

 

Sales value 30,72,000 15,84,000 46,56,000 
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Direct material 8,96,000 

(  140×6,400) 

5,67,000  

(  157.50×3,600) 

14,63,000 

Direct wages per unit 6,91,200 

(  108×6,400) 

5,72,400 

(  159×3,600) 

12,63,600 

Variable factory overheads 5,25,312 

(76% of 6,91,200) 

4,35,024 

(76%of 5,72,400) 

9,60,336 

Other variable costs 2,56,000 

(  40×6,400) 

2,52,000 

(  70×3,600) 

5,08,000 

Contribution 7,03,488 (2,42,424) 4,61,064 

Fixed factory overheads - - 12,00,000 

Other fixed costs (110%of  

4,00,000) 

- - 4,40,000 

Profit/ (Loss)   (11,78,936) 

 

ммΦ 

Expense Budget of KLM Ltd. 

Particulars 50,000 Units 

(  ) 

35,000 Units 

(  ) 

70,000 Units ( ) 

Direct Material 62,50,000 

(50,000 x 125) 

43,75,000 

(35,000 x 125) 

87,50,000 

(70,000 x 125) 

Direct Labour 25,00,000 

(50,000 x 50) 

17,50,000 

(35,000 x 50) 

35,00,000 

(70,000 x 50) 

Variable Overhead 20,00,000 

(50,000 x 40) 

14,00,000 

(35,000 x 40) 

28,00,000 

(70,000 x 40) 

Direct Expenses 7,50,000 

(50,000 x 15) 

5,25,000 

(35,000 x 15) 

10,50,000 

(70,000 x 15) 

Selling Expenses (Variable)* 10,00,000 

(50,000 x 20) 

7,00,000 

(35,000 x 20) 

14,00,000 

(70,000 x 20) 

Selling Expenses (Fixed)*  

(5 x 50,000) 

2,50,000 2,50,000 2,50,000 

Factory Expenses (Fixed)  

(15 x 50,000) 

7,50,000 7,50,000 7,50,000 

Administration Expenses (Fixed)  

(8 x 50,000) 

4,00,000 4,00,000 4,00,000 

Distribution Expenses (Variable)** 8,50,000 

(17 x 50,000) 

5,95,000 

(17 x 35,000) 

11,90,000 

(17 x 70,000) 
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Distribution Expenses (Fixed)**  

(3 x 50,000) 

1,50,000 1,50,000 1,50,000 

 1,49,00,000 1,08,95,000 2,02,40,000 

*Selling Expenses: Fixed cost per unit =  25 x 20% =  5 Fixed Cost =  5 x 50,000 units =  2,50,000 

Variable Cost Per unit =  25 ς  5 =  20 

**Distribution Expenses:  

Fixed cost per unit =  20 x 15% =  3  

Fixed Cost =  3 x 50,000 units =  1,50,000 

Variable cost per unit =  20 ς  3 =  17 

 

мнΦ 

a) Flexible Budget before marketing efforts: 

 Product A (  ) Product B ( ) 

6,000 units 9,000 units 

Per unit Total Per unit Total 

Sales 120.00 7,20,000 78.00 7,02,000 

Raw material cost 60.00 3,60,000 42.00 3,78,000 

Direct labour cost per unit 30.00 1,80,000 18.00 1,62,000 

Variable overhead per unit 12.00 72,000 6.00 54,000 

Fixed overhead per unit 8.00 48,000 4.00 36,000 

Total cost 110.00 6,60,000 70.00 6,30,000 

Profit 10.00 60,000 8.00 72,000 

b) Flexible Budget after marketing efforts: 

 Product A (  ) Product B ( ) 

7,500 units 9,500 units 

Per unit Total Per unit Total 

Sales 120.00 9,00,000 78.00 7,41,000 

Raw material cost 60.00 4,50,000 42.00 3,99,000 

Direct labour cost per unit 30.00 2,25,000 18.00 1,71,000 

Variable overhead per unit 13.20 99,000 6.60 62,700 

Fixed overhead per unit 6.72 50,400 3.98 37,800 

Total cost 109.92 8,24,400 70.58 6,70,500 

Profit 10.08 75,600 7.42 70,500 
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CHAPTER 14: SERVICE COSTING 

t!w¢ ς !Υ L/!L t!{¢ 9·!a v¦9{¢Lhb{ 

twh.[9a ς мΥ όa!¸ но ς р aŀǊƪǎύ 

w{¢ ¢ƻƭƭ tƭŀȊŀ [ƛƳƛǘŜŘ ōǳƛƭǘ ŀƴ улπƪƛƭƻƳŜǘǊŜπƭƻƴƎ ƘƛƎƘǿŀȅ ōŜǘǿŜŜƴ ǘǿƻ ŎƛǝŜǎ ŀƴŘ ƻǇŜǊŀǘŜǎ ŀ ǘƻƭƭ ǇƭŀȊŀ 

ǘƻ ŎƻƭƭŜŎǘ ǘƻƭƭǎ ŦǊƻƳ ǇŀǎǎƛƴƎ ǾŜƘƛŎƭŜǎ ǳǎƛƴƎ ǘƘŜ ƘƛƎƘǿŀȅΦ ¢ƘŜ ŎƻƳǇŀƴȅ Ƙŀǎ ŜǎǝƳŀǘŜŘ ǘƘŀǘ рлΣллл ƭƛƎƘǘ 

ǿŜƛƎƘǘΣ мнΣллл ƳŜŘƛǳƳ ǿŜƛƎƘǘ ŀƴŘ млΣллл ƘŜŀǾȅ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ ǿƛƭƭ ōŜ ǳǎƛƴƎ ǘƘŜ ƘƛƎƘǿŀȅ ƛƴ ƻƴŜ 

ƳƻƴǘƘ ƛƴ ƻǳǘǿŀǊŘ ƧƻǳǊƴŜȅ ŀƴŘ ǘƘŜ ǎŀƳŜ ƴǳƳōŜǊ ŦƻǊ ǊŜǘǳǊƴ ƧƻǳǊƴŜȅΦ 

!ǎ ǇŜǊ ƎƻǾŜǊƴƳŜƴǘ ƴƻǝŬŎŀǝƻƴΣ ǾŜƘƛŎƭŜǎ ǳǎŜŘ ŦƻǊ ƳŜŘƛŎŀƭ ŜƳŜǊƎŜƴŎƛŜǎΣ aŜƳōŜǊǎ ƻŦ tŀǊƭƛŀƳŜƴǘΣ ŀƴŘ 

ŜǎǎŜƴǝŀƭ ǎŜǊǾƛŎŜǎ ŀǊŜ ŜȄŜƳǇǘ ŦǊƻƳ ǘƻƭƭ ŎƘŀǊƎŜǎΦ Lǘ ƛǎ ŜǎǝƳŀǘŜŘ ǘƘŀǘ мл҈ ƻŦ ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ ǿƛƭƭ 

Ǉŀǎǎ ǘƘŜ ƘƛƎƘǿŀȅ ŦƻǊ ǎǳŎƘ ǳǎŜΦ 

Lǘ ƛǎ ǘƘŜ ǇƻƭƛŎȅ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅ ǘƘŀǘ ƛŦ ǾŜƘƛŎƭŜǎ ǊŜǘǳǊƴ ǿƛǘƘƛƴ нп ƘƻǳǊǎ ƻŦ ǘƘŜƛǊ ƻǳǘǿŀǊŘ ƧƻǳǊƴŜȅΣ ǘƘŜ ǘƻƭƭ 

ŦŀǊŜ ǿƛƭƭ ōŜ ǊŜŘǳŎŜŘ ōȅ нр ǇŜǊŎŜƴǘ ŀǳǘƻƳŀǝŎŀƭƭȅΦ Lǘ ƛǎ ŜǎǝƳŀǘŜŘ ǘƘŀǘ ол҈ ƻŦ ŎƘŀǊƎŜŀōƭŜ ƭƛƎƘǘ ǿŜƛƎƘǘ 

ǾŜƘƛŎƭŜǎ ǊŜǘǳǊƴ ǿƛǘƘƛƴ ǘƘŜ ǎǇŜŎƛŬŜŘ ǝƳŜ ŦǊŀƳŜΦ 

¢ƘŜ ǘƻƭƭ ŎƘŀǊƎŜǎ ŦƻǊ ƳŜŘƛǳƳ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ ƛǎ ǘƻ ōŜ ŬȄŜŘ ŀǎ нΦр ǝƳŜǎ ƻŦ ǘƘŜ ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ ŀƴŘ 

ǘƘŀǘ ƻŦ ƘŜŀǾȅ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ ŀǎ н ǝƳŜǎ ƻŦ ǘƘŜ ƳŜŘƛǳƳ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎΦ 

¢ƘŜ ǘƻƭƭ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ Ŏƻǎǘ ŦƻǊ ŀ ƳƻƴǘƘ ƛǎ   рфΣлфΣлфлΣ ¢ƘŜ ŎƻƳǇŀƴȅ ǊŜǉǳƛǊŜǎ ŀ ǇǊƻŬǘ ƻŦ мл҈ ƻǾŜǊ 

ǘƘŜ ǘƻǘŀƭ Ŏƻǎǘ ǘƻ ŎƻǾŜǊ ƛƴǘŜǊŜǎǘ ŀƴŘ ƻǘƘŜǊ ŎƻǎǘǎΦ 

wŜǉǳƛǊŜŘΥ 

όƛύ /ŀƭŎǳƭŀǘŜ ǘƘŜ ǘƻƭƭ ǊŀǘŜ ŦƻǊ ŜŀŎƘ ǘȅǇŜ ƻŦ ǾŜƘƛŎƭŜ ƛŦ ŎƻƴŎŜǎǎƛƻƴ ŦŀŎƛƭƛǝŜǎ ŀǊŜ ƴƻǘ ŀǾŀƛƭŀōƭŜ ƻƴ ǘƘŜ 

ǊŜǘǳǊƴ ƧƻǳǊƴŜȅΦ 

όƛƛύ /ŀƭŎǳƭŀǘŜ ǘƘŜ ǘƻƭƭ ǊŀǘŜ ǘƘŀǘ ǿƛƭƭ ōŜ ŎƘŀǊƎŜŘ ŦǊƻƳ ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ ƛŦ ŀ ǊŜǘǳǊƴ ƧƻǳǊƴŜȅ 

ŎƻƴŎŜǎǎƛƻƴ ŦŀŎƛƭƛǘȅ ƛǎ ŀǾŀƛƭŀōƭŜΣ ŀǎǎǳƳƛƴƎ ǘƘŀǘ ǘƘŜ ǊŜǾŜƴǳŜ ŜŀǊƴŜŘ ŦǊƻƳ ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ 

ŎŀƭŎǳƭŀǘŜŘ ƛƴ ƻǇǝƻƴ όƛύ ǊŜƳŀƛƴǎ ǘƘŜ ǎŀƳŜΦ 

 

twh.[9a ς нΥ όbh± нн ς р aŀǊƪǎύ 

!./ .ŀƴƪ ƛǎ ƘŀǾƛƴƎ ŀ ōǊŀƴŎƘ ǿƘƛŎƘ ƛǎ ŜƴƎŀƎŜŘ ƛƴ ǇǊƻŎŜǎǎƛƴƎ ƻŦ Ψ±ŜƘƛŎƭŜ [ƻŀƴΩ ŀƴŘ Ψ9ŘǳŎŀǝƻƴ [ƻŀƴΩ 

ŀǇǇƭƛŎŀǝƻƴǎ ƛƴ ŀŘŘƛǝƻƴ ǘƻ ƻǘƘŜǊ ǎŜǊǾƛŎŜǎ ǘƻ ŎǳǎǘƻƳŜǊǎΦ ол҈ ƻŦ ǘƘŜ ƻǾŜǊƘŜŀŘ Ŏƻǎǘǎ ŦƻǊ ǘƘŜ ōǊŀƴŎƘ ŀǊŜ 

ŜǎǝƳŀǘŜŘ ǘƻ ōŜ ŀǇǇƭƛŎŀōƭŜ ǘƻ ǘƘŜ ǇǊƻŎŜǎǎƛƴƎ ƻŦ Ψ±ŜƘƛŎƭŜ [ƻŀƴΩ ŀǇǇƭƛŎŀǝƻƴǎ ŀƴŘ Ψ9ŘǳŎŀǝƻƴ [ƻŀƴΩ 

ŀǇǇƭƛŎŀǝƻƴǎ ŜŀŎƘΦ 

.ǊŀƴŎƘ ƛǎ ƘŀǾƛƴƎ ŦƻǳǊ ŜƳǇƭƻȅŜŜǎ ŀǘ ŀ ƳƻƴǘƘƭȅ ǎŀƭŀǊȅ ƻŦ   рлΣллл ŜŀŎƘΣ ŜȄŎƭǳǎƛǾŜƭȅ ŦƻǊ ǇǊƻŎŜǎǎƛƴƎ ƻŦ 

±ŜƘƛŎƭŜ [ƻŀƴ ŀǇǇƭƛŎŀǝƻƴǎ ŀƴŘ ǘǿƻ ŜƳǇƭƻȅŜŜǎ ŀǘ ŀ ƳƻƴǘƘƭȅ ǎŀƭŀǊȅ ƻŦ   тлΣллл ŜŀŎƘΣ ŜȄŎƭǳǎƛǾŜƭȅ ŦƻǊ 

ǇǊƻŎŜǎǎƛƴƎ ƻŦ 9ŘǳŎŀǝƻƴ [ƻŀƴ ŀǇǇƭƛŎŀǝƻƴǎΦ 

Lƴ ŀŘŘƛǝƻƴ ǘƻ ŀōƻǾŜΣ ŦƻƭƭƻǿƛƴƎ ŜȄǇŜƴǎŜ ŀǊŜ ƛƴŎǳǊǊŜŘ ōȅ ǘƘŜ .ǊŀƴŎƘΥ 

¶ .ǊŀƴŎƘ aŀƴŀƎŜǊ ǿƘƻ ǎǳǇŜǊǾƛǎŜǎ ŀƭƭ ǘƘŜ ŀŎǝǾƛǝŜǎ ƻŦ ōǊŀƴŎƘΣ ƛǎ ǇŀƛŘ ŀǘ   флΣллл ǇŜǊ ƳƻƴǘƘΦ 

¶ [ŜƎŀƭ ŎƘŀǊƎŜǎΣ tǊƛƴǝƴƎ ϧ ǎǘŀǝƻƴŜǊȅ ŀƴŘ !ŘǾŜǊǝǎƛƴƎ 9ȄǇŜƴǎŜǎ ŀǊŜ ƛƴŎǳǊǊŜŘ ŀǘ   олΣлллΣ   мнΣллл 

ŀƴŘ   муΣллл ǊŜǎǇŜŎǝǾŜƭȅ ŦƻǊ ŀ ƳƻƴǘƘΦ 
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¶ hǘƘŜǊ ŜȄǇŜƴǎŜǎ ŀǊŜ   млΣллл ǇŜǊ ƳƻƴǘƘΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

όƛύ /ƻƳǇǳǘŜ ǘƘŜ Ŏƻǎǘ ƻŦ ǇǊƻŎŜǎǎƛƴƎ ŀ ±ŜƘƛŎƭŜ [ƻŀƴ ŀǇǇƭƛŎŀǝƻƴ ƻƴ ǘƘŜ ŀǎǎǳƳǇǝƻƴ ǘƘŀǘ пфс ±ŜƘƛŎƭŜ 

[ƻŀƴ ŀǇǇƭƛŎŀǝƻƴǎ ŀǊŜ ǇǊƻŎŜǎǎŜŘ ŜŀŎƘ ƳƻƴǘƘΦ 

όƛƛύ CƛƴŘ ƻǳǘ ǘƘŜ ƴǳƳōŜǊ ƻŦ 9ŘǳŎŀǝƻƴ [ƻŀƴ !ǇǇƭƛŎŀǝƻƴǎ ǇǊƻŎŜǎǎŜŘΣ ƛŦ ǘƘŜ ǘƻǘŀƭ ǇǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ǇŜǊ 

9ŘǳŎŀǝƻƴ [ƻŀƴ !ǇǇƭƛŎŀǝƻƴ ƛǎ ǎŀƳŜ ŀǎ ƛƴ ǘƘŜ ±ŜƘƛŎƭŜ [ƻŀƴ !ǇǇƭƛŎŀǝƻƴ ŀǎ ŎƻƳǇǳǘŜŘ ƛƴ όƛύ ŀōƻǾŜΦ 

 

twh.[9a ς оΥ ό59/ нм ς мл aŀǊƪǎύ 

tŀǊŀǎ ¢ǊŀǾŜƭǎ ǇǊƻǾƛŘŜǎ Ƴƛƴƛ ōǳǎŜǎ ǘƻ ŀƴ L¢ ŎƻƳǇŀƴȅ ŦƻǊ ŎŀǊǊȅƛƴƎ ƛǘǎ ŜƳǇƭƻȅŜŜǎ ŦǊƻƳ ƘƻƳŜ ǘƻ ƻŶŎŜ ŀƴŘ 

ŘǊƻǇǇƛƴƎ ōŀŎƪ ŀƊŜǊ ƻŶŎŜ ƘƻǳǊǎΦ Lǘ Ǌǳƴǎ ŀ ƅŜŜǘ ƻŦ у Ƴƛƴƛ ōǳǎŜǎ ŦƻǊ ǘƘƛǎ ǇǳǊǇƻǎŜΦ ¢ƘŜ ōǳǎŜǎ ŀǊŜ ǇŀǊƪŜŘ 

ƛƴ ŀ ƎŀǊŀƎŜ ŀŘƧƻƛƴƛƴƎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǇǊŜƳƛǎŜǎΦ /ƻƳǇŀƴȅ ƛǎ ƻǇŜǊŀǝƴƎ ƛƴ ǘǿƻ ǎƘƛƊǎ όƻƴŜ ǎƘƛƊ ƛƴ ǘƘŜ 

ƳƻǊƴƛƴƎ ŀƴŘ ƻƴŜ ǎƘƛƊ ƛƴ ǘƘŜ ŀƊŜǊƴƻƻƴύΦ ¢ƘŜ ŘƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ōȅ ŜŀŎƘ Ƴƛƴƛ ōǳǎ ƻƴŜ ǿŀȅ ƛǎ ол ƪƳǎΦ 

¢ƘŜ ŎƻƳǇŀƴȅ ǿƻǊƪǎ ŦƻǊ нл Řŀȅǎ ƛƴ ŀ ƳƻƴǘƘΦ 

¢ƘŜ ǎŜŀǝƴƎ ŎŀǇŀŎƛǘȅ ƻŦ ŜŀŎƘ Ƴƛƴƛ ōǳǎ ƛǎ ол ǇŜǊǎƻƴǎΦ ¢ƘŜ ǎŜŀǝƴƎ ŎŀǇŀŎƛǘȅ ƛǎ ƴƻǊƳŀƭƭȅ ул҈ ƻŎŎǳǇƛŜŘ 

ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊΦ ¢ƘŜ ŘŜǘŀƛƭǎ ƻŦ ŜȄǇŜƴǎŜǎ ƛƴŎǳǊǊŜŘ ŦƻǊ ŀ ȅŜŀǊ ŀǊŜ ŀǎ ǳƴŘŜǊΥ 

tŀǊǝŎǳƭŀǊǎ  

5ǊƛǾŜǊΩǎ ǎŀƭŀǊȅ   нлΣллл ǇŜǊ ŘǊƛǾŜǊ ǇŜǊ ƳƻƴǘƘ 

[ŀŘȅ ŀǧŜƴŘŀƴǘΩǎ ǎŀƭŀǊȅ όƳŀƴŘŀǘƻǊƛƭȅ ǊŜǉǳƛǊŜŘ ŦƻǊ 

ŜŀŎƘ Ƴƛƴƛ ōǳǎύ 

  млΣллл ǇŜǊ ŀǧŜƴŘŀƴǘ ǇŜǊ ƳƻƴǘƘ 

/ƭŜŀƴŜǊΩǎ ǎŀƭŀǊȅ όhƴŜ ŎƭŜŀƴŜǊ ŦƻǊ н Ƴƛƴƛ ōǳǎŜǎύ   мрΣллл ǇŜǊ ŎƭŜŀƴŜǊ ǇŜǊ ƳƻƴǘƘ 

5ƛŜǎŜƭ ό!ǾƎΦ у ƪƳǎ ǇŜǊ ƭƛǘǊŜύ   ул ǇŜǊ ƭƛǘǊŜ 

LƴǎǳǊŀƴŎŜ ŎƘŀǊƎŜǎ όǇŜǊ ŀƴƴǳƳύ н҈ ƻŦ tǳǊŎƘŀǎŜ tǊƛŎŜ 

[ƛŎŜƴǎŜ ŦŜŜǎ ŀƴŘ ǘŀȄŜǎ   рΣлул ǇŜǊ Ƴƛƴƛ ōǳǎ ǇŜǊ ƳƻƴǘƘ 

DŀǊŀƎŜ ǊŜƴǘ ǇŀƛŘ   нпΣллл ǇŜǊ ƳƻƴǘƘ 

wŜǇŀƛǊ ϧ ƳŀƛƴǘŜƴŀƴŎŜ ƛƴŎƭǳŘƛƴƎ ŜƴƎƛƴŜ ƻƛƭ ŀƴŘ ƭǳōǊƛŎŀƴǘǎ 

όŦƻǊ ŜǾŜǊȅ рΣтсл ƪƳǎύ 

  нΣурс ǇŜǊ Ƴƛƴƛ ōǳǎ 

tǳǊŎƘŀǎŜ tǊƛŎŜ ƻŦ Ƴƛƴƛ ōǳǎ   мрΣллΣллл ŜŀŎƘ 

wŜǎƛŘǳŀƭ ƭƛŦŜ ƻŦ Ƴƛƴƛ ōǳǎ у ̧ŜŀǊǎ 

{ŎǊŀǇ ǾŀƭǳŜ ǇŜǊ Ƴƛƴƛ ōǳǎ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǊŜǎƛŘǳŀƭ ƭƛŦŜ   оΣллΣллл 

tŀǊŀǎ ¢ǊŀǾŜƭǎ ŎƘŀǊƎŜǎ ǘǿƻ ǘȅǇŜǎ ƻŦ ŦŀǊŜ ŦǊƻƳ ǘƘŜ ŜƳǇƭƻȅŜŜǎΦ 9ƳǇƭƻȅŜŜǎ ŎƻƳƛƴƎ ŦǊƻƳ ŀ ŘƛǎǘŀƴŎŜ ƻŦ 

ōŜȅƻƴŘ мр ƪƳǎ ŀǿŀȅ ŦǊƻƳ ǘƘŜ ƻŶŎŜ ŀǊŜ ŎƘŀǊƎŜŘ ŘƻǳōƭŜ ǘƘŜ ŦŀǊŜ ǿƘƛŎƘ ƛǎ ŎƘŀǊƎŜŘ ŦǊƻƳ ŜƳǇƭƻȅŜŜǎ 

ŎƻƳƛƴƎ ŦǊƻƳ ŀ ŘƛǎǘŀƴŎŜ ƻŦ ǳǇπǘƻ мр ƪƳǎΦ ŀǿŀȅ ŦǊƻƳ ǘƘŜ ƻŶŎŜΦ рл҈ ƻŦ ŜƳǇƭƻȅŜŜǎ ǘǊŀǾŜƭƭƛƴƎ ƛƴ ŜŀŎƘ 

ǘǊƛǇ ŀǊŜ ŎƻƳƛƴƎ ŦǊƻƳ ŀ ŘƛǎǘŀƴŎŜ ōŜȅƻƴŘ мр ƪƳǎΦ ŦǊƻƳ ǘƘŜ ƻŶŎŜΦ ¢ƘŜ ŎƘŀǊƎŜǎ ŀǊŜ ǘƻ ōŜ ōŀǎŜŘ ƻƴ 

ŀǾŜǊŀƎŜ ŎƻǎǘΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

¶ tǊŜǇŀǊŜ ŀ ǎǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ŜȄǇŜƴǎŜǎ ƻŦ ƻǇŜǊŀǝƴƎ ŀ ǎƛƴƎƭŜ Ƴƛƴƛ ōǳǎ ŦƻǊ ŀ ȅŜŀǊ 
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¶ /ŀƭŎǳƭŀǘŜ ǘƘŜ ŀǾŜǊŀƎŜ Ŏƻǎǘ ǇŜǊ ŜƳǇƭƻȅŜŜ ǇŜǊ ƳƻƴǘƘ ƛƴ ǊŜǎǇŜŎǘ ƻŦΥ 

¶ 9ƳǇƭƻȅŜŜǎ ŎƻƳƛƴƎ ŦǊƻƳ ŀ ŘƛǎǘŀƴŎŜ ǳǇǘƻ мр ƪƳǎΦ ŦǊƻƳ ǘƘŜ ƻŶŎŜΦ 

¶ 9ƳǇƭƻȅŜŜǎ ŎƻƳƛƴƎ ŦǊƻƳ ŀ ŘƛǎǘŀƴŎŜ ōŜȅƻƴŘ мр ƪƳǎΦ ŦǊƻƳ ǘƘŜ ƻŶŎŜ 

 

twh.[9a ς пΥ όW¦[ нм ς мл aŀǊƪǎύ 

aw{[ IŜŀƭǘƘŎŀǊŜ [ǘŘΦ Ƙŀǎ ƛƴŎǳǊǊŜŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŜȄǇŜƴŘƛǘǳǊŜ ŘǳǊƛƴƎ ǘƘŜ ƭŀǎǘ ȅŜŀǊ ŦƻǊ ƛǘǎ ƴŜǿƭȅ 

ƭŀǳƴŎƘŜŘ ϥ/h±L5πмфϥ LƴǎǳǊŀƴŎŜ ǇƻƭƛŎȅΥ 

hŶŎŜ ŀŘƳƛƴƛǎǘǊŀǝƻƴ Ŏƻǎǘ пуΣллΣллл 

/ƭŀƛƳ ƳŀƴŀƎŜƳŜƴǘ Ŏƻǎǘ оΣулΣллл 

9ƳǇƭƻȅŜŜΩǎ Ŏƻǎǘ мсΣнлΣллл 

tƻǎǘŀƎŜ ŀƴŘ ƭƻƎƛǎǝŎǎ онΣплΣллл 

tƻƭƛŎȅ ƛǎǎǳŀƴŎŜ Ŏƻǎǘ нфΣрлΣллл 

CŀŎƛƭƛǝŜǎ Ŏƻǎǘ псΣтрΣллл 

/ƻǎǘ ƻŦ ƳŀǊƪŜǝƴƎ ƻŦ ǘƘŜ ǇƻƭƛŎȅ мΣоуΣфлΣллл 

tƻƭƛŎȅ ŘŜǾŜƭƻǇƳŜƴǘ Ŏƻǎǘ орΣллΣллл 

tƻƭƛŎȅ ǎŜǊǾƛŎƛƴƎ Ŏƻǎǘ фсΣпрΣллл 

{ŀƭŜǎ ǎǳǇǇƻǊǘ ŜȄǇŜƴǎŜǎ онΣллΣллл 

LΦ¢Φ /ƻǎǘ Κ 

bǳƳōŜǊ ƻŦ tƻƭƛŎȅ ǎƻƭŘΥ нΣулл 

¢ƻǘŀƭ ƛƴǎǳǊŜŘ ǾŀƭǳŜ ƻŦ ǇƻƭƛŎƛŜǎ π   оΣрлл /ǊƻǊŜǎ /ƻǎǘ ǇŜǊ ǊǳǇŜŜ ƻŦ ƛƴǎǳǊŜŘ ǾŀƭǳŜ π   лΦллн 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻΥ 

όƛύ Calculate Total Cost for "COVID-19" Insurance policy segregating the costs into four main 

activities namely  

a) Marketing and Sales support  

b) Operations   

c) I.T. Cost and  

d) Support functions. 

όƛƛύ Calculate Cost Per Policy. 

 

twh.[9a ς рΥ όW!b нм ς мл aŀǊƪǎύ 

!./ IŜŀƭǘƘ ŎŀǊŜ Ǌǳƴǎ ŀƴ LƴǘŜƴǎƛǾŜ aŜŘƛŎŀƭ /ŀǊŜ ¦ƴƛǘΦ CƻǊ ǘƘƛǎ ǇǳǊǇƻǎŜΣ ƛǘ Ƙŀǎ ƘƛǊŜŘ ŀ ōǳƛƭŘƛƴƎ ŀǘ ŀ ǊŜƴǘ 

ƻŦ   рлΣллл ǇŜǊ ƳƻƴǘƘ ǿƛǘƘ ǘƘŜ ŀƎǊŜŜƳŜƴǘ ǘƻ ōŜŀǊ ǘƘŜ ǊŜǇŀƛǊǎ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ ŎƘŀǊƎŜǎ ŀƭǎƻΦ 

¢ƘŜ ǳƴƛǘ Ŏƻƴǎƛǎǘǎ ƻŦ млл ōŜŘǎ ŀƴŘ р ƳƻǊŜ ōŜŘǎ Ŏŀƴ ŎƻƳŦƻǊǘŀōƭȅ ōŜ ŀŎŎƻƳƳƻŘŀǘŜŘ ǿƘŜƴ ǘƘŜ ǎƛǘǳŀǝƻƴ 

ŘŜƳŀƴŘǎΦ ¢ƘƻǳƎƘ ǘƘŜ ǳƴƛǘ ƛǎ ƻǇŜƴ ŦƻǊ ǇŀǝŜƴǘǎ ŀƭƭ ǘƘŜ оср Řŀȅǎ ƛƴ ŀ ȅŜŀǊΣ ǎŎǊǳǝƴȅ ƻŦ ŀŎŎƻǳƴǘǎ ŦƻǊ ǘƘŜ 

ȅŜŀǊ нлнл ǊŜǾŜŀƭǎ ǘƘŀǘ ƻƴƭȅ ŦƻǊ мнл Řŀȅǎ ƛƴ ǘƘŜ ȅŜŀǊΣ ǘƘŜ ǳƴƛǘ ƘŀŘ ǘƘŜ Ŧǳƭƭ ŎŀǇŀŎƛǘȅ ƻŦ млл ǇŀǝŜƴǘǎ ǇŜǊ 

Řŀȅ ŀƴŘ ŦƻǊ ŀƴƻǘƘŜǊ ул ŘŀȅǎΣ ƛǘ ƘŀŘΣ ƻƴ ŀƴ ŀǾŜǊŀƎŜ ƻƴƭȅ пл ōŜŘǎ ƻŎŎǳǇƛŜŘ ǇŜǊ ŘŀȅΦ .ǳǘΣ ǘƘŜǊŜ ǿŜǊŜ 

ƻŎŎŀǎƛƻƴǎ ǿƘŜƴ ǘƘŜ ōŜŘǎ ǿŜǊŜ ŦǳƭƭΣ ŜȄǘǊŀ ōŜŘǎ ǿŜǊŜ ƘƛǊŜŘ ŀǘ ŀ ŎƘŀǊƎŜ ƻŦ   рл ǇŜǊ ōŜŘ ǇŜǊ ŘŀȅΦ ¢Ƙƛǎ ŘƛŘ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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ƴƻǘ ŎƻƳŜ ǘƻ ƳƻǊŜ ǘƘŀƴ р ōŜŘǎ ŀōƻǾŜ ǘƘŜ ƴƻǊƳŀƭ ŎŀǇŀŎƛǘȅ ƻƴ ŀƴȅ ƻƴŜ ŘŀȅΦ ¢ƘŜ ǘƻǘŀƭ ƘƛǊŜ ŎƘŀǊƎŜǎ ŦƻǊ 

ǘƘŜ ŜȄǘǊŀ ōŜŘǎ ƛƴŎǳǊǊŜŘ ŦƻǊ ǘƘŜ ǿƘƻƭŜ ȅŜŀǊ ŀƳƻǳƴǘŜŘ ǘƻ   нлΣлллΦ 

¢ƘŜ ǳƴƛǘ ŜƴƎŀƎŜŘ ŜȄǇŜǊǘ ŘƻŎǘƻǊǎ ŦǊƻƳ ƻǳǘǎƛŘŜ ǘƻ ŀǧŜƴŘ ƻƴ ǘƘŜ ǇŀǝŜƴǘǎ ŀƴŘ ǘƘŜ ŦŜŜǎ ǿŜǊŜ ǇŀƛŘ ƻƴ ǘƘŜ 

ōŀǎƛǎ ƻŦ ǘƘŜ ƴǳƳōŜǊ ƻŦ ǇŀǝŜƴǘǎ ŀǧŜƴŘŜŘ ŀƴŘ ǝƳŜ ǎǇŜƴǘ ōȅ ǘƘŜƳ ǿƘƛŎƘ ƻƴ ŀƴ ŀǾŜǊŀƎŜ ǿƻǊƪŜŘ ƻǳǘ ǘƻ 

  олΣллл ǇŜǊ ƳƻƴǘƘ ƛƴ ǘƘŜ ȅŜŀǊ нлнлΦ 

¢ƘŜ ǇŜǊƳŀƴŜƴǘ ǎǘŀũ ŜȄǇŜƴǎŜǎ ŀƴŘ ƻǘƘŜǊ ŜȄǇŜƴǎŜǎ ƻŦ ǘƘŜ ǳƴƛǘ ǿŜǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

   

н {ǳǇŜǊǾƛǎƻǊǎ ŜŀŎƘ ŀǘ ŀ ǇŜǊ ƳƻƴǘƘ ǎŀƭŀǊȅ ƻŦ рΣллл 

п bǳǊǎŜǎ ŜŀŎƘ ŀǘ ŀ ǇŜǊ ƳƻƴǘƘ ǎŀƭŀǊȅ ƻŦ оΣллл 

н ²ŀǊŘ ōƻȅǎ ŜŀŎƘ ŀǘ ŀ ǇŜǊ ƳƻƴǘƘ ǎŀƭŀǊȅ ƻŦ мΣрлл 

hǘƘŜǊ 9ȄǇŜƴǎŜǎ ŦƻǊ ǘƘŜ ȅŜŀǊ ǿŜǊŜ ŀǎ ǳƴŘŜǊΥ  

wŜǇŀƛǊǎ ŀƴŘ aŀƛƴǘŜƴŀƴŎŜ нуΣллл 

CƻƻŘ ǎǳǇǇƭƛŜŘ ǘƻ ǇŀǝŜƴǘǎ пΣплΣллл 

/ŀǊŜǘŀƪŜǊ ŀƴŘ hǘƘŜǊ ǎŜǊǾƛŎŜǎ ŦƻǊ ǇŀǝŜƴǘǎ мΣнрΣллл 

[ŀǳƴŘǊȅ ŎƘŀǊƎŜǎ ŦƻǊ ōŜŘ ƭƛƴŜƴ мΣплΣллл 

aŜŘƛŎƛƴŜǎ ǎǳǇǇƭƛŜŘ нΣулΣллл 

/ƻǎǘ ƻŦ hȄȅƎŜƴ ŜǘŎΦ ƻǘƘŜǊ ǘƘŀƴ ŘƛǊŜŎǘƭȅ ōƻǊƴŜ ŦƻǊ ǘǊŜŀǘƳŜƴǘ ƻŦ ǇŀǝŜƴǘǎ трΣллл 

DŜƴŜǊŀƭ !ŘƳƛƴƛǎǘǊŀǝƻƴ /ƘŀǊƎŜǎ ŀƭƭƻŎŀǘŜŘ ǘƻ ǘƘŜ ǳƴƛǘ тмΣллл 

wŜǉǳƛǊŜŘΥ 

i. What is the profit per patient day made by the unit in the year 2020, if the unit recovered an 

overall amount of   200 per day on an average from each patient. 

ii. The unit wants to work on a budget for the year 2021, but the number of patients requiring 

medical care is a very uncertain factor. Assuming that same revenue and expenses prevail in the 

year 2021 in the first instance, work out the number of patient days required by the unit to 

break even. 

 

twh.[9a ς сΥ όbh± мф ς мл aŀǊƪǎύ 

! ƘƻǘŜƭ ƛǎ ōŜƛƴƎ Ǌǳƴ ƛƴ ŀ Iƛƭƭ ǎǘŀǝƻƴ ǿƛǘƘ нлл ǎƛƴƎƭŜ ǊƻƻƳǎΦ ¢ƘŜ ƘƻǘŜƭ ƻũŜǊǎ ŎƻƴŎŜǎǎƛƻƴŀƭ ǊŀǘŜǎ ŘǳǊƛƴƎ 

ǎƛȄ ƻũπǎŜŀǎƻƴ ƳƻƴǘƘǎ ƛƴ ŀ ȅŜŀǊΦ  

5ǳǊƛƴƎ ǘƘƛǎ ǇŜǊƛƻŘΣ ƘŀƭŦ ƻŦ ǘƘŜ Ŧǳƭƭ ǊƻƻƳ ǊŜƴǘ ƛǎ ŎƘŀǊƎŜŘΦ ¢ƘŜ ƳŀƴŀƎŜƳŜƴǘϥǎ ǇǊƻŬǘ ƳŀǊƎƛƴ ƛǎ ǘŀǊƎŜǘŜŘ 

ŀǘ нл҈ ƻŦ ǘƘŜ ǊƻƻƳ ǊŜƴǘΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ŀǊŜ ǘƘŜ Ŏƻǎǘ ŜǎǝƳŀǘŜǎ ŀƴŘ ƻǘƘŜǊ ŘŜǘŀƛƭǎ ŦƻǊ ǘƘŜ ȅŜŀǊ ŜƴŘƛƴƎ 

омǎǘ aŀǊŎƘ ΣнлмфΥ  

i. Occupancy during the season is 80% while in the off-season it is 40%.  

ii. Total investment in the hotel is   300 lakhs of which 80% relates to Buildings and the balance to 

Furniture and other Equipment.  

iii. Room attendants are paid   15 per room per day on the basis of occupancy of rooms in a 

month.  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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iv. Expenses:  

ω Staff salary (excluding that of room attendants)   8,00,000  

ω Repairs to Buildings   3,00,000  

ω Laundry Charges   1,40,000  

ω Interior Charges   2,50,000  

ω Miscellaneous Expenses   2,00,200  

v. Annual Depreciation is to be provided on Buildings @ 5% and 15% on Furniture and other 

9ǉǳƛǇƳŜƴǘΩǎ ƻƴ ǎǘǊŀƛƎƘǘ ƭƛƴŜ ƳŜǘƘƻŘΦ  

vi. Monthly lighting charges are   110, except in four months in winter when it is   30 per room 

and this cost is on the basis of full occupancy for a month.  

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ ǿƻǊƪ ƻǳǘ ǘƘŜ ǊƻƻƳ ǊŜƴǘ ŎƘŀǊƎŜŀōƭŜ ǇŜǊ Řŀȅ ōƻǘƘ ŘǳǊƛƴƎ ǘƘŜ ǎŜŀǎƻƴ ŀƴŘ ǘƘŜ ƻũπ

ǎŜŀǎƻƴ ƳƻƴǘƘǎ ǳǎƛƴƎ ǘƘŜ ŦƻǊŜƎƻƛƴƎ ƛƴŦƻǊƳŀǝƻƴΦ  

ό!ǎǎǳƳŜ ŀ ƳƻƴǘƘ ǘƻ ōŜ ƻŦ ол Řŀȅǎ ŀƴŘ ǿƛƴǘŜǊ ǎŜŀǎƻƴ ǘƻ ōŜ ŎƻƴǎƛŘŜǊŜŘ ŀǎ ǇŀǊǘ ƻŦ ƻũπǎŜŀǎƻƴύΦ 

 

twh.[9a ς тΥ όaŀȅς мф ς мл aŀǊƪǎύ 

· [ǘŘΦ ŘƛǎǘǊƛōǳǘŜǎϥ ƛǘǎ ƎƻƻŘǎ ǘƻ ŀ ǊŜƎƛƻƴŀƭ ŘŜŀƭŜǊ ǳǎƛƴƎ ǎƛƴƎƭŜ ƭƻǊǊȅΦ ¢ƘŜ ŘŜŀƭŜǊ ǇǊŜƳƛǎŜǎ ŀǊŜ пл ƪƳǎ ŀǿŀȅ 

ōȅ ǊƻŀŘΦ ¢ƘŜ ŎŀǇŀŎƛǘȅ ƻŦ ǘƘŜ ƭƻǊǊȅ ƛǎ мл ǘƻƴƴŜǎΦ ¢ƘŜ ƭƻǊǊȅ ƳŀƪŜǎ ǘƘŜ ƧƻǳǊƴŜȅ ǘǿƛŎŜ ŀ Řŀȅ Ŧǳƭƭȅ ƭƻŀŘŜŘ 

ƻƴ ǘƘŜ ƻǳǘǿŀǊŘ ƧƻǳǊƴŜȅ ŀƴŘ ŜƳǇǘȅ ƻƴ ǊŜǘǳǊƴ ƧƻǳǊƴŜȅΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ƛǎ ŀǾŀƛƭŀōƭŜΥ 

5ƛŜǎŜƭ /ƻƴǎǳƳǇǝƻƴ у ƪƳ ǇŜǊ ƭƛǘǊŜ 

5ƛŜǎŜƭ /ƻǎǘ   сл ǇŜǊ ƭƛǘǊŜ 

9ƴƎƛƴŜ hƛƭ   нлл ǇŜǊ ǿŜŜƪ 

5ǊƛǾŜǊϥǎ ²ŀƎŜǎ όŬȄŜŘύ   нΣрлл ǇŜǊ ǿŜŜƪ 

wŜǇŀƛǊǎ   слл ǇŜǊ ǿŜŜƪ 

DŀǊŀƎŜ wŜƴǘ  улл ǇŜǊ ǿŜŜƪ 

/ƻǎǘ ƻŦ [ƻǊǊȅ όŜȄŎƭǳŘƛƴƎ Ŏƻǎǘ ƻŦ ǘȅǊŜǎύ   фΣрлΣллл 

[ƛŦŜ ƻŦ [ƻǊǊȅ мΣслΣллл ƪƳǎ 

LƴǎǳǊŀƴŎŜ   муΣнлл ǇŜǊ ŀƴƴǳƳ 

/ƻǎǘ ƻŦ ¢ȅǊŜǎ   рнΣрлл 

[ƛŦŜ ƻŦ ¢ȅǊŜǎ нрΣллл ƪƳǎ 

9ǎǝƳŀǘŜŘ ǎŀƭŜ ǾŀƭǳŜ ƻŦ ǘƘŜ ƭƻǊǊȅ ŀǘ ŜƴŘ ƻŦ ƛǘǎ ƭƛŦŜ ƛǎ   мΣрлΣллл 

±ŜƘƛŎƭŜ [ƛŎŜƴǎŜ /ƻǎǘ   тΣулл ǇŜǊ ŀƴƴǳƳ 

hǘƘŜǊ hǾŜǊƘŜŀŘ /ƻǎǘ   пмΣслл ǇŜǊ ŀƴƴǳƳ 

¢ƘŜ ƭƻǊǊȅ ƻǇŜǊŀǘŜǎ ƻƴ ŀ рπŘŀȅ ǿŜŜƪΦ 

wŜǉǳƛǊŜŘΥ 

ƛΦ A statement to show the total cost of operating the vehicle for the four -week period 

analysed into Running cost and Fixed cost.  

ƛƛΦ Calculate the vehicle operating cost per km and per tonne km. (Assume 52 weeks in a year) 
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twh.[9a ς уΥ όbh± му ς мл aŀǊƪǎύ 

M/s XY Travels has been given a 25 km. long route to run an air- conditioner Mini Bus. The cost of bus 

is   20,00,000. It has been insured @3% premium per annum while annual road tax amounts to   

36,000. Annual repairs will be   50,000 and the bus is likely to last for 5 years. The driver's salary will 

be  2,40,000 per annum and the conductor's salary will be   1,80,000 per annum in addition to 10% 

of the takings as commission (to be shared by the driver and the conductor equally). Office and 

administration overheads will be   18,000 per annum. Diesel and oil will be   1,500 per 100 km. The 

bus will make 4 round trips carrying on an average 40 passengers on each trip.  

Assuming 25% profit on takings and considering that the bus will run on an average 25 days in a 

month, you are required to:  

ƛΦ prepare operating cost sheet (for the month).  

ƛƛΦ calculate fare to be charged per passenger km. 

 

twh.[9a ς фΥ όa!¸ му ς мл aŀǊƪǎύ 

PQR Pens Ltd. manufactures two products - 'Gel Pen' and 'Ball Pen'. It furnishes the following data for 

the year 2017: 

Product Annual Output 

(Units) 

Total Machine 

Hours 

Total number of 

Purchase orders 

Total number of 

set-ups 

Gel Pen рΣрлл нпΣллл нпл ол 

Ball Pen нпΣллл рпΣллл ппу рс 

The annual overheads are as under: 

Particulars   

Volume related activity costs  пΣтрΣлнл 

Set up related costs  рΣтфΣфуу 

Purchase related costs  рΣлпΣффн 

Calculate the overhead cost per unit of each Product - Gel Pen and Ball Pen on the basis of:  

(i) Traditional method of charging overheads  

(ii) Activity based costing method and  

όƛƛƛύ CƛƴŘ ƻǳǘ ǘƘŜ ŘƛũŜǊŜƴŎŜ ƛƴ Ŏƻǎǘ ǇŜǊ ǳƴƛǘ ōŜǘǿŜŜƴ ōƻǘƘ ǘƘŜ ƳŜǘƘƻŘǎΦ 
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t!w¢ ς .Υ όw9±L{Lhb ¢9{¢ t!t9w{ύ 

twh.[9a ς млΥ όbh± но ύ 

P Holiday Resorts offers three types of rooms to its guests, viz deluxe room, super deluxe room and 

luxury suite. You are required to ascertain the tariff to be charged to the customers for different types 

of rooms on the basis of following information: 

Types of Room Number of Rooms Occupancy 

Deluxe Room 100 90% 

Super Deluxe Room 60 75% 

Luxury Suite 40 60% 

wŜƴǘ ƻŦ ΨǎǳǇŜǊ ŘŜƭǳȄŜΩ ǊƻƻƳ ƛǎ ǘƻ ōŜ ŦƛȄŜŘ ŀǘ н ǘƛƳŜǎ ƻŦ ΨŘŜƭǳȄŜ ǊƻƻƳΩ ŀƴŘ ǘƘŀǘ ƻŦ ΨƭǳȄǳǊȅ ǎǳƛǘŜΩ is 3 

ǘƛƳŜǎ ƻŦ ΨŘŜƭǳȄŜ ǊƻƻƳΩΦ !ƴƴǳŀƭ ŜȄǇŜƴǎŜǎ ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

Particulars Amount (   lakhs) 

Staff salaries 680.00 

Lighting, Heating and Power 300.00 

Repairs, Maintenance and Renovation 180.00 

Linen 30.00 

Laundry charges 24.00 

Interior decoration 75.00 

Sundries 30.28 

An attendant for each room was provided when the room was occupied and he was paid   500 per 

day towards wages. Further, depreciation is to be provided on building @ 5% on   900 lakhs, furniture 

and fixtures @ 10% on   90 lakhs and air conditioners @ 10% on   75 lakhs. 

Profit is to be provided @ 25% on total taking and assume 360 days in a year. 

 

twh.[9a ς ммΥ όa!¸ но ύ 

PREPARE cost statement of Panipat Thermal Power Station showing the cost of electricity generated 

per kwh, from the following data. 

Total units generated 16,50,000 kWh 

 (  ) 

Operating labour 21,75,000 

Repairs & maintenance 7,25,000 

Lubricants, spares and stores 5,80,000 

Plant supervision 4,35,000 

Administration overheads 29,00,000 

Insurance Charges 15,00,000 

Fuel Charges 8,00,000 
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7 kWh. of electricity generated per kg. of coal consumed @  4.75 per kg. Depreciation charges @ 

5% on capital cost of  3,10,00,000. 

 

twh.[9a ς мнΥ ό a!¸ нн ύ 

Navya LMV Pvt. Ltd, operates cab/ car rental service in Delhi/NCR. It provides its service to the offices 

of Noida, Gurugram and Faridabad. At present it operates CNG fuelled cars but it is also considering 

to upgrade these into Electric vehicle (EV). The details related with the owning of CNG & EV propelled 

cars are as tabulated below: 

Particulars CNG Car EV Car 

Car purchase price ( ) 9,20,000 15,20,000 

Govt. subsidy on purchase of car ( ) -- 1,50,000 

Life of the car 15 years 10 years 

Residual value ( ) 95,000 1,70,000 

Mileage 20 km/kg 240 km per charge 

Electricity consumption per full charge -- 30 Kwh 

CNG cost per Kg ( ) 60 -- 

Power cost per Kwh ( ) -- 7.60 

Annual Maintenance cost ( ) 8,000 5,200 

Annual insurance cost ( ) 7,600 14,600 

Tyre replacement cost in every 5 -year (  ) 16,000 16,000 

Battery replacement cost in every 8- year (  ) 12,000 5,40,000 

Apart from the above, the following are the additional information: 

Particulars  

Average distance covered by a car in a month 1,500 km 

5ǊƛǾŜǊΩǎ ǎŀƭŀǊȅ ό ) 20,000 p.m 

Garage rent per car ( ) 4,500 p.m 

Share of Office & Administration cost per car ( ) 1,500 p.m 

Required: 

CALCULATE the operating cost of vehicle per month per car for both CNG & EV options. 

 

twh.[9a ς моΥ ό bh± нм ύ 

Mr. PS owns a bus which runs according to the following schedule: 

(i)  Delhi to Hisar and back, the same day   

 Distance covered:  160 km. one way 

 Number of days run each month:  9 

 Seating capacity occupied  90% 
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(ii) Delhi to Aligarh and back, the same day   

 Distance covered:  160 km. one way 

 Number of days run each month:  12 

 Seating capacity occupied  95% 

(iii) Delhi to Alwar and back, the same day   

 Distance covered:  170 km. one way 

 Number of days run each month:  6 

 Seating capacity occupied  100% 

(iv)  Following are the other details:   

 Cost of the bus   15,00,000 

 Salary of the Driver   30,000 p.m. 

 Salary of the Conductor   26,000 p.m. 

 Salary of the part-time Accountant    7,000 p.m. 

 Insurance of the bus    6,000 p.a. 

 Diesel consumption 5 km. per litre at    90 per litre 

 Road tax    21,912 p.a. 

 Lubricant oil    30 per 100 km. 

 Permit fee    500 p.m. 

 Repairs and maintenance    5,000 p.m. 

 Depreciation of the bus  @ 30% p.a. 

 Seating capacity of the bus  50 persons 

Passenger tax is 20% of the total takings.  

CALCULATE the bus fare to be charged from each passenger to earn a profit of 30% on total takings.  

The fares are to be indicated per passenger for the journeys: (i) Delhi to Hisar (ii) Delhi to Aligarh and 

(iii) Delhi to Alwar. 

 

twh.[9a ς мпΥ όa!¸ нмύ 

VPS is a public school having 25 buses each plying in different directions for the transport of its school 

students. In view of large number of students availing of the bus service, the buses work two shifts 

daily both in the morning and in the afternoon. The buses are garaged in the school. The workload of 

the students has been so arranged that in the morning, the first trip picks up senior students and the 

second trip plying an hour later picks up junior students. Similarly, in the afternoon, the first trip takes 

the junior students and an hour later the second trip takes the senior students home.  

¢ƘŜ ŘƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ōȅ ŜŀŎƘ ōǳǎΣ ƻƴŜ ǿŀȅ ƛǎ у ƪƳΦ ¢ƘŜ ǎŎƘƻƻƭ ǿƻǊƪǎ нн Řŀȅǎ ƛƴ ŀ ƳƻƴǘƘ ŀƴŘ ǊŜƳŀƛƴǎ 

ŎƭƻǎŜŘ ŦƻǊ ǾŀŎŀǝƻƴ ƛƴ aŀȅ ŀƴŘ WǳƴŜΦ ¢ƘŜ ōǳǎ ŦŜŜΣ ƘƻǿŜǾŜǊΣ ƛǎ ǇŀȅŀōƭŜ ōȅ ǘƘŜ ǎǘǳŘŜƴǘǎ ŦƻǊ ŀƭƭ ǘƘŜ мн 

ƳƻƴǘƘǎ ƛƴ ŀ ȅŜŀǊΦ 

¢ƘŜ ŘŜǘŀƛƭǎ ƻŦ ŜȄǇŜƴǎŜǎ ŦƻǊ ŀ ȅŜŀǊ ŀǊŜ ŀǎ ǳƴŘŜǊΥ 
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Driver's salary ς payable for all the 12 in months   12,000 per month per driver 

Cleaner's salary payable for all the 12 months   8,000 per month per cleaner 

License fees, taxes etc.   8,400 per bus per annum 

Insurance Premium   15,600 per bus per annum 

Repairs and Maintenance   20,500 per bus per annum 

Purchase price of the bus  20,00,000 each 

Life of the bus 16 years 

Scrap value   1,60,000 

Diesel Cost   78.50 per litre 

 

9ŀŎƘ ōǳǎ ƎƛǾŜǎ ŀƴ ŀǾŜǊŀƎŜ ƻŦ р ƪƳΦ ǇŜǊ ƭƛǘǊŜ ƻŦ ŘƛŜǎŜƭΦ ¢ƘŜ ǎŜŀǝƴƎ ŎŀǇŀŎƛǘȅ ƻŦ ŜŀŎƘ ōǳǎ ƛǎ пл ǎǘǳŘŜƴǘǎΦ  

¢ƘŜ ǎŎƘƻƻƭ Ŧƻƭƭƻǿǎ ŘƛũŜǊŜƴǝŀƭ ǘǊŀƴǎǇƻǊǘŀǝƻƴ ŦŜŜǎ ōŀǎŜŘ ƻƴ ŘƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ŀǎ ǳƴŘŜǊΥ 

{ǘǳŘŜƴǘǎ ǇƛŎƪŜŘ ǳǇ ŀƴŘ 

ŘǊƻǇǇŜŘ ǿƛǘƘƛƴ ǘƘŜ ǊŀƴƎŜ ƻŦ 

ŘƛǎǘŀƴŎŜ ŦǊƻƳ ǘƘŜ ǎŎƘƻƻƭ 

¢ǊŀƴǎǇƻǊǘŀǝƻƴ ŦŜŜ tŜǊŎŜƴǘŀƎŜ ƻŦ ǎǘǳŘŜƴǘǎ 

ŀǾŀƛƭƛƴƎ ǘƘƛǎ ŦŀŎƛƭƛǘȅ 

2 km. нр҈ ƻŦ Ŧǳƭƭ мр҈ 

4 km. рл҈ ƻŦ Ŧǳƭƭ ол҈ 

8 km. Cǳƭƭ рр҈ 

5ǳŜ ǘƻ ŀ ǇŀƴŘŜƳƛŎΣ ƭƻŎƪŘƻǿƴ ƛƳǇƻǎŜŘ ƻƴ ǎŎƘƻƻƭǎ ŀƴŘ ǘƘŜ ǎŎƘƻƻƭ ǊŜƳŀƛƴŜŘ ŎƭƻǎŜŘ ŦǊƻƳ !ǇǊƛƭ нлнл ǘƻ 

5ŜŎŜƳōŜǊ нлнлΦ 5ǊƛǾŜǊǎ ŀƴŘ ŎƭŜŀƴŜǊǎ ǿŜǊŜ ǇŀƛŘ тр҈ ƻŦ ǘƘŜƛǊ ǎŀƭŀǊȅ ŘǳǊƛƴƎ ǘƘŜ ƭƻŎƪŘƻǿƴ ǇŜǊƛƻŘΦ 

wŜǇŀƛǊƛƴƎ Ŏƻǎǘ ǊŜŘǳŎŜŘ ǘƻ тр҈ ŦƻǊ ǘƘŜ ȅŜŀǊ нлнлΦ  

LƎƴƻǊŜ ǘƘŜ ƛƴǘŜǊŜǎǘ ŎƻǎǘΦ  

wŜǉǳƛǊŜŘΥ  

i. PREPARE a statement showing the expenses of operating a single bus and the fleet of 25 buses 

for a year.  

ii. FIND OUT transportation fee per student per month in respect of:  

a. Students coming from a distance of upto 2 km. from the school.  

b. Students coming from a distance of upto 4 km. from the school; and 

c. Students coming from a distan ce of upto 8 km. from the school.  

iii. CALCULATE the minimum bus fare that has to be recovered from the students for the year 2020. 

 

twh.[9a ς мрΥ όbh± нлύ 

! ǘǊŀƴǎǇƻǊǘ ŎƻƳǇŀƴȅ Ƙŀǎ нл ǾŜƘƛŎƭŜǎΣ ǘƘŜ ŎŀǇŀŎƛǝŜǎ ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

bƻΦ ƻŦ ±ŜƘƛŎƭŜǎ /ŀǇŀŎƛǘȅ ǇŜǊ ǾŜƘƛŎƭŜ 

р ф a¢ 

с мн a¢ 

т мр a¢ 
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¢ƘŜ ŎƻƳǇŀƴȅ ǇǊƻǾƛŘŜǎ ǘƘŜ ƎƻƻŘǎ ǘǊŀƴǎǇƻǊǘ ǎŜǊǾƛŎŜ ōŜǘǿŜŜƴ ǎǘŀǝƻƴǎ Ψ!Ω ǘƻ ǎǘŀǝƻƴ Ψ.ΩΦ 5ƛǎǘŀƴŎŜ 

ōŜǘǿŜŜƴ ǘƘŜǎŜ ǎǘŀǝƻƴǎ ƛǎ млл ƪƛƭƻƳŜǘŜǊǎΦ 9ŀŎƘ ǾŜƘƛŎƭŜ ƳŀƪŜǎ ƻƴŜ ǊƻǳƴŘ ǘǊƛǇ ǇŜǊ Řŀȅ ƻƴ ŀƴ ŀǾŜǊŀƎŜΦ 

±ŜƘƛŎƭŜǎ ŀǊŜ ƭƻŀŘŜŘ ǿƛǘƘ ŀƴ ŀǾŜǊŀƎŜ ƻŦ фл ǇŜǊ ŎŜƴǘ ƻŦ ŎŀǇŀŎƛǘȅ ŀǘ ǘƘŜ ǝƳŜ ƻŦ ŘŜǇŀǊǘǳǊŜ ŦǊƻƳ ǎǘŀǝƻƴ 

Ψ!Ω ǘƻ ǎǘŀǝƻƴ Ψ.Ω ŀƴŘ ŀǘ ǘƘŜ ǝƳŜ ƻŦ ǊŜǘǳǊƴ ōŀŎƪ ƭƻŀŘŜŘ ǿƛǘƘ тл ǇŜǊ ŎŜƴǘ ƻŦ ŎŀǇŀŎƛǘȅΦ мл ǇŜǊŎŜƴǘ ƻŦ 

ǾŜƘƛŎƭŜǎ ŀǊŜ ƭŀƛŘ ǳǇ ŦƻǊ ǊŜǇŀƛǊǎ ŜǾŜǊȅ ŘŀȅΦ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ƛǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ƳƻƴǘƘ ƻŦ 

!ǳƎǳǎǘΣ нлнлΥ 

{ŀƭŀǊȅ ƻŦ ¢ǊŀƴǎǇƻǊǘ aŀƴŀƎŜǊ   слΣллл 

{ŀƭŀǊȅ ƻŦ ол ŘǊƛǾŜǊǎ   нлΣллл ŜŀŎƘ 

ŘǊƛǾŜǊ 

²ŀƎŜǎ ƻŦ нр IŜƭǇŜǊǎ   мнΣллл ŜŀŎƘ 

ƘŜƭǇŜǊ 

[ƻŀŘƛƴƎ ŀƴŘ ǳƴƭƻŀŘƛƴƎ ŎƘŀǊƎŜǎ   урл ŜŀŎƘ ǘǊƛǇ 

/ƻƴǎǳƳŀōƭŜ ǎǘƻǊŜǎ όŘŜǇŜƴŘǎ ƻƴ ǊǳƴƴƛƴƎ ƻŦ ǾŜƘƛŎƭŜǎύ   мΣорΣллл 

LƴǎǳǊŀƴŎŜ ό!ƴƴǳŀƭύ   уΣплΣллл 

wƻŀŘ [ƛŎŜƴŎŜ ό!ƴƴǳŀƭύ   сΣллΣллл 

/ƻǎǘ ƻŦ 5ƛŜǎŜƭ ǇŜǊ ƭƛǘǊŜ   ту 

YƛƭƻƳŜǘǊŜǎ Ǌǳƴ ǇŜǊ ƭƛǘǊŜ ŜŀŎƘ ǾŜƘƛŎƭŜ р YƳΦ 

[ǳōǊƛŎŀƴǘΣ hƛƭ ŜǘŎΦ   мΣмрΣллл 

/ƻǎǘ ƻŦ ǊŜǇƭŀŎŜƳŜƴǘ ƻŦ ¢ȅǊŜǎΣ ¢ǳōŜǎΣ ƻǘƘŜǊ ǇŀǊǘǎ ŜǘŎΦ όƻƴ ǊǳƴƴƛƴƎ ōŀǎƛǎύ   пΣнрΣллл 

DŀǊŀƎŜ ǊŜƴǘ ό!ƴƴǳŀƭύ   фΣллΣллл 

wƻǳǝƴŜ ƳŜŎƘŀƴƛŎŀƭ ǎŜǊǾƛŎŜǎ   оΣллΣллл 

9ƭŜŎǘǊƛŎƛǘȅ ŎƘŀǊƎŜǎ όŦƻǊ ƻŶŎŜΣ ƎŀǊŀƎŜ ŀƴŘ ǿŀǎƘƛƴƎ ǎǘŀǝƻƴύ   ррΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ƻŦ ǾŜƘƛŎƭŜǎ όƻƴ ǝƳŜ ōŀǎƛǎύ   сΣллΣллл 

¢ƘŜǊŜ ƛǎ ŀ ǿƻǊƪǎƘƻǇ ŀǧŀŎƘŜŘ ǘƻ ǘǊŀƴǎǇƻǊǘ ŘŜǇŀǊǘƳŜƴǘ ǿƘƛŎƘ ǊŜǇŀƛǊǎ ǘƘŜǎŜ ǾŜƘƛŎƭŜǎ ŀƴŘ ƻǘƘŜǊ ǾŜƘƛŎƭŜǎ 

ŀƭǎƻΦ пл ǇŜǊŎŜƴǘ ƻŦ ǘǊŀƴǎǇƻǊǘ ƳŀƴŀƎŜǊΩǎ ǎŀƭŀǊȅ ƛǎ ŘŜōƛǘŜŘ ǘƻ ǘƘŜ ǿƻǊƪǎƘƻǇΦ  

¢ƘŜ ǘǊŀƴǎǇƻǊǘ ŘŜǇŀǊǘƳŜƴǘ Ƙŀǎ ōŜŜƴ ŀǇǇƻǊǝƻƴŜŘ  ууΣллл ōȅ ǘƘŜ ǿƻǊƪǎƘƻǇ ŘǳǊƛƴƎ ǘƘŜ ƳƻƴǘƘΦ 5ǳǊƛƴƎ 

ǘƘŜ ƳƻƴǘƘ ƻǇŜǊŀǝƻƴ ǿŀǎ ŦƻǊ нр ŘŀȅǎΦ 

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘΥ 

i. CALCULATE per ton-km operating cost. 

ii. DETERMINE the freight to be charged per ton-km, if the company earned a profit of 25 per cent 

on freight. 
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!5 IƛƎƘŜǊ {ŜŎƻƴŘŀǊȅ {ŎƘƻƻƭ ό!I{{ύ ƻũŜǊǎ ŎƻǳǊǎŜǎ ŦƻǊ ммǘƘ ϧ мнǘƘ ǎǘŀƴŘŀǊŘ ƛƴ ǘƘǊŜŜ ǎǘǊŜŀƳǎ ƛΦŜΦ !ǊǘǎΣ 

/ƻƳƳŜǊŎŜ ŀƴŘ {ŎƛŜƴŎŜΦ !I{{ Ǌǳƴǎ ƘƛƎƘŜǊ ǎŜŎƻƴŘŀǊȅ ŎƭŀǎǎŜǎ ŀƭƻƴƎ ǿƛǘƘ ǇǊƛƳŀǊȅ ŀƴŘ ǎŜŎƻƴŘŀǊȅ ŎƭŀǎǎŜǎ 

ōǳǘ ŦƻǊ ŀŎŎƻǳƴǝƴƎ ǇǳǊǇƻǎŜ ƛǘ ǘǊŜŀǘǎ ƘƛƎƘŜǊ ǎŜŎƻƴŘŀǊȅ ŀǎ ŀ ǎŜǇŀǊŀǘŜ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ŎŜƴǘǊŜΦ ¢ƘŜ 
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aŀƴŀƎƛƴƎ ŎƻƳƳƛǧŜŜ ƻŦ ǘƘŜ ǎŎƘƻƻƭ ǿŀƴǘǎ ǘƻ ǊŜǾƛǎŜ ƛǘǎ ŦŜŜ ǎǘǊǳŎǘǳǊŜ ŦƻǊ ƘƛƎƘŜǊ ǎŜŎƻƴŘŀǊȅ ǎǘǳŘŜƴǘǎΦ ¢ƘŜ 

ŀŎŎƻǳƴǘŀƴǘ ƻŦ ǘƘŜ ǎŎƘƻƻƭ Ƙŀǎ ǇǊƻǾƛŘŜŘ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŘŜǘŀƛƭǎ ŦƻǊ ŀ ȅŜŀǊΥ 

 Amount (  ) 

¢ŜŀŎƘŜǊǎΩ ǎŀƭŀǊȅ όмр ǘŜŀŎƘŜǊǎ Ҏ  орΣллл Ҏ мн ƳƻƴǘƘǎύ 63,00,000 

tǊƛƴŎƛǇŀƭΩǎ ǎŀƭŀǊȅ мпΣплΣллл 

[ŀō ŀǧŜƴŘŀƴǘǎΩ ǎŀƭŀǊȅ όн ŀǧŜƴŘŀƴǘǎ Ҏ  мрΣллл Ҏ мн ƳƻƴǘƘǎύ оΣслΣллл 

{ŀƭŀǊȅ ǘƻ ƭƛōǊŀǊȅ ǎǘŀũ мΣппΣллл 

{ŀƭŀǊȅ ǘƻ ǇŜƻƴǎ όп ǇŜƻƴǎ Ҏ  млΣллл Ҏ мн ƳƻƴǘƘǎύ пΣулΣллл 

{ŀƭŀǊȅ ǘƻ ƻǘƘŜǊ ǎǘŀũǎ пΣулΣллл 

9ȄŀƳƛƴŀǝƻƴΩǎ ŜȄǇŜƴŘƛǘǳǊŜ млΣулΣллл 

hŶŎŜ ϧ !ŘƳƛƴƛǎǘǊŀǝƻƴ Ŏƻǎǘ мрΣнлΣллл 

!ƴƴǳŀƭ Řŀȅ ŜȄǇŜƴǎŜǎ пΣрлΣллл 

{ǇƻǊǘǎ ŜȄǇŜƴǎŜǎ 1,20,000 

ƛΦ  

hǘƘŜǊ LƴŦƻǊƳŀǝƻƴΥ  

ƛƛΦ hƴŜ ǘŜŀŎƘŜǊ ǿƘƻ ǘŜŀŎƘŜǎ ŜŎƻƴƻƳƛŎǎ ŦƻǊ !Ǌǘǎ ǎǘǊŜŀƳ ǎǘǳŘŜƴǘǎ ŀƭǎƻ ǘŜŀŎƘŜǎ ŎƻƳƳŜǊŎŜ ǎǘǊŜŀƳ 

ǎǘǳŘŜƴǘǎΦ ¢ƘŜ ǘŜŀŎƘŜǊ ǘŀƪŜǎ мΣлпл ŎƭŀǎǎŜǎ ƛƴ ŀ ȅŜŀǊΣ ƛǘ ƛƴŎƭǳŘŜǎ нлу ŎƭŀǎǎŜǎ ŦƻǊ ŎƻƳƳŜǊŎŜ ǎǘǳŘŜƴǘǎΦ  

ƛƛƛΦ ¢ƘŜǊŜ ƛǎ ŀƴƻǘƘŜǊ ǘŜŀŎƘŜǊ ǿƘƻ ǘŜŀŎƘŜǎ ƳŀǘƘŜƳŀǝŎǎ ŦƻǊ ǎŎƛŜƴŎŜ ǎǘǊŜŀƳ ǎǘǳŘŜƴǘǎ ŀƭǎƻ ǘŜŀŎƘŜǎ 

ōǳǎƛƴŜǎǎ ƳŀǘƘŜƳŀǝŎǎ ǘƻ ŎƻƳƳŜǊŎŜ ǎǘǊŜŀƳ ǎǘǳŘŜƴǘǎΦ {ƘŜ ǘŀƪŜǎ мΣмлл ŎƭŀǎǎŜǎ ŀ ȅŜŀǊΣ ƛǘ ƛƴŎƭǳŘŜǎ 

мсл ŎƭŀǎǎŜǎ ŦƻǊ ŎƻƳƳŜǊŎŜ ǎǘǳŘŜƴǘǎΦ  

ƛǾΦ hƴŜ ǇŜƻƴ ƛǎ Ŧǳƭƭȅ ŘŜŘƛŎŀǘŜŘ ŦƻǊ ƘƛƎƘŜǊ ǎŜŎƻƴŘŀǊȅ ǎŜŎǝƻƴΦ hǘƘŜǊ ǇŜƻƴǎ ŘŜŘƛŎŀǘŜ ǘƘŜƛǊ мр҈ ǝƳŜ ŦƻǊ 

ƘƛƎƘŜǊ ǎŜŎƻƴŘŀǊȅ ǎŜŎǝƻƴΦ  

ǾΦ !ƭƭ ǎŎƘƻƻƭ ǎǘǳŘŜƴǘǎ ƛǊǊŜǎǇŜŎǝǾŜ ƻŦ ǎŜŎǝƻƴ ŀƴŘ ŀƎŜ ǇŀǊǝŎƛǇŀǘŜ ƛƴ ŀƴƴǳŀƭ ŦǳƴŎǝƻƴǎ ŀƴŘ ǎǇƻǊǘǎ 

ŀŎǝǾƛǝŜǎΦ  

wŜǉǳƛǊŜƳŜƴǘΥ  

ŀύ /![/¦[!¢9 Ŏƻǎǘ ǇŜǊ ǎǘǳŘŜƴǘ ǇŜǊ ŀƴƴǳƳ ŦƻǊ ŀƭƭ ǘƘǊŜŜ ǎǘǊŜŀƳǎΦ  

 {ǘŀƴŘŀǊŘ мм ϧ мн tǊƛƳŀǊȅ ϧ 

{ŜŎƻƴŘŀǊȅ !Ǌǘǎ  /ƻƳƳŜǊŎŜ  {ŎƛŜƴŎŜ  

bƻΦ ƻŦ ǎǘǳŘŜƴǘǎ  мнл осл мул упл 

[ŀō ŎƭŀǎǎŜǎ ƛƴ ŀ ȅŜŀǊ  л л мпп мрс 

bƻΦ ƻŦ ŜȄŀƳƛƴŀǝƻƴǎ ƛƴ ŀ ȅŜŀǊ  н н н н 

¢ƛƳŜ ǎǇŜƴǘ ŀǘ ƭƛōǊŀǊȅ ǇŜǊ ǎǘǳŘŜƴǘ ǇŜǊ 

ȅŜŀǊ  

мул 

ƘƻǳǊǎ 

мнл ƘƻǳǊǎ нпл 

ƘƻǳǊǎ  

сл ƘƻǳǊǎ 

¢ƛƳŜ ǎǇŜƴǘ ōȅ ǇǊƛƴŎƛǇŀƭ ŦƻǊ 

ŀŘƳƛƴƛǎǘǊŀǝƻƴ  

нлу 

ƘƻǳǊǎ 

омн ƘƻǳǊǎ пул 

ƘƻǳǊǎ  

мΣплл ƘƻǳǊǎ 

¢ŜŀŎƘŜǊǎ ŦƻǊ мм ϧ мн ǎǘŀƴŘŀǊŘ  п р с π 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
о
у 

ōύ LŦ ǘƘŜ ƳŀƴŀƎŜƳŜƴǘ ŘŜŎƛŘŜǎ ǘƻ ǘŀƪŜ ǳƴƛŦƻǊƳ ŦŜŜ ƻŦ мΣллл ǇŜǊ ƳƻƴǘƘ ŦǊƻƳ ŀƭƭ ƘƛƎƘŜǊ ǎŜŎƻƴŘŀǊȅ 

ǎǘǳŘŜƴǘǎΣ /![/¦[!¢9 ǎǘǊŜŀƳ ǿƛǎŜ ǇǊƻŬǘŀōƛƭƛǘȅΦ  

Ŏύ LŦ ƳŀƴŀƎŜƳŜƴǘ ŘŜŎƛŘŜǎ ǘƻ ǘŀƪŜ мл҈ ǇǊƻŬǘ ƻƴ ŎƻǎǘΣ /hat¦¢9 ŦŜŜ ǘƻ ōŜ ŎƘŀǊƎŜŘ ŦǊƻƳ ǘƘŜ ǎǘǳŘŜƴǘǎ 

ƻŦ ŀƭƭ ǘƘǊŜŜ ǎǘǊŜŀƳǎ ǊŜǎǇŜŎǝǾŜƭȅΦ 

 

twh.[9a ς мтΥ όbh± мфύ 

! ǘǊŀƴǎǇƻǊǘ ŎƻƳǇŀƴȅ Ƙŀǎ ŀ ƅŜŜǘ ƻŦ ŦƻǳǊ ǘǊǳŎƪǎ ƻŦ мл ǘƻƴƴŜ ŎŀǇŀŎƛǘȅ ŜŀŎƘ ǇƭȅƛƴƎ ƛƴ ŘƛũŜǊŜƴǘ ŘƛǊŜŎǝƻƴǎ 

ŦƻǊ ǘǊŀƴǎǇƻǊǘ ƻŦ ŎǳǎǘƻƳŜǊϥǎ ƎƻƻŘǎΦ ¢ƘŜ ǘǊǳŎƪǎ Ǌǳƴ ƭƻŀŘŜŘ ǿƛǘƘ ƎƻƻŘǎ ŀƴŘ ǊŜǘǳǊƴ ŜƳǇǘȅΦ ¢ƘŜ ŘƛǎǘŀƴŎŜ 

ǘǊŀǾŜƭƭŜŘΣ ƴǳƳōŜǊ ƻŦ ǘǊƛǇǎ ƳŀŘŜ ŀƴŘ ǘƘŜ ƭƻŀŘ ŎŀǊǊƛŜŘ ǇŜǊ Řŀȅ ōȅ ŜŀŎƘ ǘǊǳŎƪ ŀǊŜ ŀǎ ǳƴŘŜǊΥ 

¢ǊǳŎƪ bƻΦ hƴŜ ǿŀȅ 5ƛǎǘŀƴŎŜ YƳ bƻΦ ƻŦ ǘǊƛǇǎ ǇŜǊ Řŀȅ 
[ƻŀŘ ŎŀǊǊƛŜŘ ǇŜǊ ǘǊƛǇ κ Řŀȅ 

ǘƻƴƴŜǎ 

м пу п с 

н мнл м ф 

о фл н у 

п сл п у 

 

¢ƘŜ ŀƴŀƭȅǎƛǎ ƻŦ ƳŀƛƴǘŜƴŀƴŎŜ Ŏƻǎǘ ŀƴŘ ǘƘŜ ǘƻǘŀƭ ŘƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ŘǳǊƛƴƎ ǘƘŜ ƭŀǎǘ ǘǿƻ ȅŜŀǊǎ ƛǎ ŀǎ ǳƴŘŜǊ 

¸ŜŀǊ  ¢ƻǘŀƭ ŘƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ  aŀƛƴǘŜƴŀƴŎŜ /ƻǎǘ    

м мΣслΣнлл мΣоуΣмрл 

н мΣрсΣтлл мΣорΣрнр 

 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ŀǊŜ ǘƘŜ ŘŜǘŀƛƭǎ ƻŦ ŜȄǇŜƴǎŜǎ ŦƻǊ ǘƘŜ ȅŜŀǊ ǳƴŘŜǊ ǊŜǾƛŜǿΥ 

5ƛŜǎŜƭ   сл ǇŜǊ ƭƛǘǊŜΦ 9ŀŎƘ ƭƛǘǊŜ ƎƛǾŜǎ п ƪƳ ǇŜǊ ƭƛǘǊŜ ƻŦ ŘƛŜǎŜƭ ƻƴ ŀƴ 

ŀǾŜǊŀƎŜΦ  

5ǊƛǾŜǊϥǎ ǎŀƭŀǊȅ    ннΣллл ǇŜǊ ǘǊǳŎƪ ǇŜǊ ƳƻƴǘƘ  

[ƛŎŜƴŎŜ ŀƴŘ ǘŀȄŜǎ    мрΣллл ǇŜǊ ŀƴƴǳƳ ǇŜǊ ǘǊǳŎƪ  

LƴǎǳǊŀƴŎŜ    улΣллл ǇŜǊ ŀƴƴǳƳ ŦƻǊ ŀƭƭ ǘƘŜ ŦƻǳǊ ǘǊǳŎƪǎ  

tǳǊŎƘŀǎŜ tǊƛŎŜ ǇŜǊ ǘǊǳŎƪ   олΣллΣлллΣ [ƛŦŜ мл ȅŜŀǊǎΦ {ŎǊŀǇ ǾŀƭǳŜ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ƭƛŦŜ ƛǎ  

мΣллΣлллΦ  

hƛƭ ŀƴŘ ǎǳƴŘǊƛŜǎ    рнр ǇŜǊ млл ƪƳ Ǌǳƴ  

DŜƴŜǊŀƭ hǾŜǊƘŜŀŘ    мΣмлΣупл ǇŜǊ ŀƴƴǳƳ  

¢ƘŜ ǘǊǳŎƪǎ ƻǇŜǊŀǘŜ нп Řŀȅǎ ǇŜǊ ƳƻƴǘƘ ƻƴ ŀƴ ŀǾŜǊŀƎŜΦ  

wŜǉǳƛǊŜŘ  

όƛύ tw9t!w9 ŀƴ !ƴƴǳŀƭ /ƻǎǘ {ǘŀǘŜƳŜƴǘ ŎƻǾŜǊƛƴƎ ǘƘŜ ƅŜŜǘ ƻŦ ŦƻǳǊ ǘǊǳŎƪǎΦ  

όƛƛύ /![/¦[!¢9 ǘƘŜ Ŏƻǎǘ ǇŜǊ ƪƳΦ ǊǳƴΦ  

59¢9waLb9 ǘƘŜ ŦǊŜƛƎƘǘ ǊŀǘŜ ǇŜǊ ǘƻƴƴŜ ƪƳΦ ǘƻ ȅƛŜƭŘ ŀ ǇǊƻŬǘ ƻŦ ол҈ ƻƴ ŦǊŜƛƎƘǘΦ 
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twh.[9a ς муΥ όa!¸ мфύ 

! ŎƻƳǇŀƴȅ Ǌǳƴǎ ŀ ƘƻƭƛŘŀȅ ƘƻƳŜΦ CƻǊ ǘƘƛǎ ǇǳǊǇƻǎŜΣ ƛǘ Ƙŀǎ ƘƛǊŜŘ ŀ ōǳƛƭŘƛƴƎ ŀǘ ŀ ǊŜƴǘ ƻŦ  млΣллΣллл ǇŜǊ 

ƳƻƴǘƘ ŀƭƻƴƎ ǿƛǘƘ р҈ ƻŦ ǘƻǘŀƭ ǘŀƪƛƴƎΦ Lǘ Ƙŀǎ ǘƘǊŜŜ ǘȅǇŜǎ ƻŦ ǎǳƛǘŜǎ ŦƻǊ ƛǘǎ ŎǳǎǘƻƳŜǊǎΣ ǾƛȊΦΣ ǎƛƴƎƭŜ ǊƻƻƳΣ 

ŘƻǳōƭŜ ǊƻƻƳǎ ŀƴŘ ǘǊƛǇƭŜ ǊƻƻƳǎΦ  

CƻƭƭƻǿƛƴƎ ƛƴŦƻǊƳŀǝƻƴ ƛǎ ƎƛǾŜƴΥ 

¢ȅǇŜ ƻŦ ǎǳƛǘŜ bǳƳōŜǊ hŎŎǳǇŀƴŎȅ ǇŜǊŎŜƴǘŀƎŜ 

{ƛƴƎƭŜ ǊƻƻƳ млл млл҈ 

5ƻǳōƭŜ ǊƻƻƳǎ рл ул҈ 

¢ǊƛǇƭŜ ǊƻƻƳǎ  ол сл҈ 

¢ƘŜ ǊŜƴǘ ƻŦ ŘƻǳōƭŜ ǊƻƻƳǎ ǎǳƛǘŜ ƛǎ ǘƻ ōŜ ŬȄŜŘ ŀǘ нΦр ǝƳŜǎ ƻŦ ǘƘŜ ǎƛƴƎƭŜ ǊƻƻƳ ǎǳƛǘŜ ŀƴŘ ǘƘŀǘ ƻŦ ǘǊƛǇƭŜ 

ǊƻƻƳǎ ǎǳƛǘŜ ŀǎ ǘǿƛŎŜ ƻŦ ǘƘŜ ŘƻǳōƭŜ ǊƻƻƳΩǎ ǎǳƛǘŜΦ  

¢ƘŜ ƻǘƘŜǊ ŜȄǇŜƴǎŜǎ ŦƻǊ ǘƘŜ ȅŜŀǊ нл·ф ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 

 ό ύ 

{ǘŀũ ǎŀƭŀǊƛŜǎ  мпΣнрΣллΣллл 

wƻƻƳ ŀǧŜƴŘŀƴǘǎΩ ǿŀƎŜǎ 4,50,00,000 

[ƛƎƘǝƴƎΣ ƘŜŀǝƴƎ ŀƴŘ ǇƻǿŜǊ  нΣмрΣллΣллл 

wŜǇŀƛǊǎ ŀƴŘ ǊŜƴƻǾŀǝƻƴ  мΣноΣрлΣллл 

[ŀǳƴŘǊȅ ŎƘŀǊƎŜǎ  улΣрлΣллл 

LƴǘŜǊƛƻǊ ŘŜŎƻǊŀǝƻƴ  тпΣллΣллл 

{ǳƴŘǊƛŜǎ  мΣроΣллΣллл 

tǊƻǾƛŘŜ ǇǊƻŬǘ Ϫ нл҈ ƻƴ ǘƻǘŀƭ ǘŀƪƛƴƎ ŀƴŘ ŀǎǎǳƳŜ осл Řŀȅǎ ƛƴ ŀ ȅŜŀǊΦ  

¸ƻǳ ŀǊŜ ǊŜǉǳƛǊŜŘ ǘƻ /![/¦[!¢9 ǘƘŜ ǊŜƴǘ ǘƻ ōŜ ŎƘŀǊƎŜŘ ŦƻǊ ŜŀŎƘ ǘȅǇŜ ƻŦ ǎǳƛǘŜΦ 
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ANSWERS 

мΦ 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ŜǉǳƛǾŀƭŜƴǘ ƴǳƳōŜǊǎ ƻŦ [ƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ όǿƘŜƴ ƴƻ ŎƻƴŎŜǎǎƛƻƴ ƛǎ ǇǊƻǾƛŘŜŘ ƻƴ 

ǊŜǘǳǊƴ ƧƻǳǊƴŜȅύ 

¢ȅǇŜ ƻŦ ǾŜƘƛŎƭŜ aƻƴǘƘƭȅ ǘǊŀŶŎ 

ό!ύ 

wŜǘǳǊƴ ǘǊŀŶŎ 

ό.ύ 

wŀǝƻ 

ό/ύ 

9ǉǳƛǾŀƭŜƴǘ ƭƛƎƘǘ ǿŜƛƎƘǘ 

ώό! Ҍ .ύ Ҏ /ϐ 

[ƛƎƘǘ ǿŜƛƎƘǘ прΣлллϝ прΣллл м флΣллл 

aŜŘƛǳƳ ǿŜƛƎƘǘ мнΣллл мнΣллл нΦр слΣллл 

IŜŀǾȅ ǿŜƛƎƘǘ млΣллл млΣллл р мΣллΣллл 

    нΣрлΣллл 

ϝрлΣллл ƭƛƎƘǘ ǾŜƘƛŎƭŜǎ ƭŜǎǎ мл҈ ŜȄŜƳǇǘŜŘ ǾŜƘƛŎƭŜǎ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ŜǉǳƛǾŀƭŜƴǘ ƴǳƳōŜǊǎ ƻŦ [ƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ όǿƘŜƴ ŎƻƴŎŜǎǎƛƻƴ ƛǎ ǇǊƻǾƛŘŜŘ ƻƴ ǊŜǘǳǊƴ 

ƧƻǳǊƴŜȅύ 

¢ȅǇŜ ƻŦ ǾŜƘƛŎƭŜ aƻƴǘƘƭȅ 

ǘǊŀŶŎ 

ό!ύ 

wŜǘǳǊƴ ǘǊŀŶŎ 

ό.ύ 

wŀǝƻ 

ό/ύ 

9ǉǳƛǾŀƭŜƴǘ ƭƛƎƘǘ 

ǿŜƛƎƘǘ ώό! Ҍ .ύ Ҏ 

/ϐ 

[ƛƎƘǘ ǿŜƛƎƘǘ прΣлллϝ пмΣснр м усΣснр 

  ώпрΣлллπ όпрΣллл Ҏ   

  ол҈ Ҏ нр҈ύϐ   

aŜŘƛǳƳ ǿŜƛƎƘǘ мнΣллл мнΣллл нΦр слΣллл 

IŜŀǾȅ ǿŜƛƎƘǘ млΣллл млΣллл р мΣллΣллл 

    нΣпсΣснр 

(i) /ŀƭŎǳƭŀǝƻƴ ƻŦ ǘƻƭƭ ǊŀǘŜ ŦƻǊ ŜŀŎƘ ǘȅǇŜ ƻŦ ǾŜƘƛŎƭŜΥ 

¢ƻǘŀƭ Ŏƻǎǘ ǘƻ ŎƻǾŜǊ ҏ 9ǉǳƛǾŀƭŜƴǘ ǘȅǇŜ ƻŦ ǾŜƘƛŎƭŜǎ 

ό  рфΣлфΣлфл Ҍ мл҈ ƻŦ   рфΣлфΣлфлύ ҏ нΣрлΣллл ŜǉǳƛǾŀƭŜƴǘ ǾŜƘƛŎƭŜǎ όwŜŦŜǊ 

ǿƻǊƪƛƴƎ ƴƻǘŜ мύ 

Ґ срΣллΣллл ҏ нΣрлΣллл Ґ   нс 

¢ƻƭƭ ǊŀǘŜ ŦƻǊΥ 

[ƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜ Ґ   нс 

aŜŘƛǳƳ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜ Ґ   нс Ҏ нΦр Ґ   ср IŜŀǾȅ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜ Ґ   нс Ҏ р Ґ   мол 

(ii) /ŀƭŎǳƭŀǝƻƴ ƻŦ ǘƻƭƭ ǊŀǘŜ ŦƻǊ ŜŀŎƘ ǘȅǇŜ ƻŦ ǾŜƘƛŎƭŜΥ 

wŜǾŜƴǳŜ ŜŀǊƴŜŘ ŦǊƻƳ [ƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜ ƛƴ όƛύ ŀōƻǾŜ 

Ґ флΣллл ǾŜƘƛŎƭŜǎ Ҏ   нс Ґ   ноΣплΣллл 

bŜǿ ǘƻƭƭ ǊŀǘŜ ǘƻ Ƴŀƛƴǘŀƛƴ ǘƘŜ ǎŀƳŜ ǊŜǾŜƴǳŜ ŦǊƻƳ [ƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜ 

Ґ   ноΣплΣллл ҏ усΣснр όwŜŦŜǊ ǿƻǊƪƛƴƎ ƴƻǘŜπнύ  

Ґ   нтΦлм [ƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜ Ґ   нтΦлм 
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wŀǘŜ ǘƻ ōŜ ŎƘŀǊƎŜŘ ŦǊƻƳ моΣрлл ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ Ґ нтΦлм Ҏ лΦтр Ґ нлΦнс 

!ƭǘŜǊƴŀǝǾŜ ǇǊŜǎŜƴǘŀǝƻƴ 

(iii) ¢ƻƭƭ ǊŀǘŜ ǘƻ ōŜ ŎƘŀǊƎŜŘ ŦǊƻƳ ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ ƛŦ ŎƻƴŎŜǎǎƛƻƴ ŀǇǇƭƛŎŀōƭŜ 

wŜǾŜƴǳŜ ǎƘŀǊŜ ƛƴ ƭƛƎƘǘ ǾŜƘƛŎƭŜǎ Ґ флΣллл Ҏ нс Ґ   ноΣплΣллл 

{ǳǇǇƻǎŜ ǊŀǘŜ ƛǎ ȄΣ ǘƘŜƴ ƻǳǘǿŀǊŘ ƧƻǳǊƴŜȅ прΣллл ȄΤ ǊŜǘǳǊƴ ƧƻǳǊƴŜȅ όпрΣллл π ол҈ ƻŦ прΣлллύ Ҍ 

моΣрлл όȄ π лΦнрύ 

прΣлллȄ Ҍ омΣрллȄ Ҍ морлл όлΦтрȄύ Ґ   ноΣплΣллл 

¢ƻƭƭ ǊŀǘŜ ǘƻ ōŜ ŎƘŀǊƎŜŘ ŦǊƻƳ ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ Υ усΣснрȄ Ґ   ноΣплΣллл  

Ґ  нтΦлм 

wŀǘŜ ǘƻ ōŜ ŎƘŀǊƎŜŘ ŦǊƻƳ тсΣрлл ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ Ϫ нтΦлмΤ ǊŜǾŜƴǳŜ ǿƛƭƭ ōŜ   нлΣссΣпфп 

wŀǘŜ ǘƻ ōŜ ŎƘŀǊƎŜŘ ŦǊƻƳ моΣрлл ƭƛƎƘǘ ǿŜƛƎƘǘ ǾŜƘƛŎƭŜǎ Ґ нтΦлм Ҏ лΦтр Ґ нлΦнс ǊŜǾŜƴǳŜ ǿƛƭƭ ōŜ   

нΣтоΣрлс 

 

нΦ 

tŀǊǝŎǳƭŀǊǎ ±ŜƘƛŎƭŜ ƭƻŀƴ 

!ǇǇƭƛŎŀǝƻƴǎ 

ό ύ 

9ŘǳŎŀǝƻƴ ƭƻŀƴ 

!ǇǇƭƛŎŀǝƻƴ 

ό ύ 

¢ƻǘŀƭ 

 

ό ύ 

9ƳǇƭƻȅŜŜ /ƻǎǘ нΣллΣллл 

ό  рлΣллл Ҏ пύ 

мΣплΣллл 

ό  тлΣллл Ҏ нύ 

оΣплΣллл 

!ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ .ǊŀƴŎƘ ƳŀƴŀƎŜǊΩǎ ǎŀƭŀǊȅ нтΣллл нтΣллл рпΣллл 

[ŜƎŀƭ ŎƘŀǊƎŜǎΣ tǊƛƴǝƴƎ ϧ ǎǘŀǝƻƴŜǊȅ ŀƴŘ 

!ŘǾŜǊǝǎƛƴƎ ŜȄǇŜƴǎŜǎ 

муΣллл муΣллл осΣллл 

hǘƘŜǊ ŜȄǇŜƴǎŜǎ оΣллл оΣллл сΣллл 

¢ƻǘŀƭ Ŏƻǎǘ нΣпуΣллл мΣууΣллл пΣосΣллл 

όƛύ /ƻƳǇǳǘŀǝƻƴ ƻŦ Ŏƻǎǘ ƻŦ ǇǊƻŎŜǎǎƛƴƎ ŀ ǾŜƘƛŎƭŜ ƭƻŀƴ ŀǇǇƭƛŎŀǝƻƴΥ 

¢ƻǘŀƭ /ƻǎǘ ҏ bƻΦ ƻŦ ŀǇǇƭƛŎŀǝƻƴǎ 

  нΣпуΣллл ҏ пфс Ґ   рлл 

όƛƛύ /ƻƳǇǳǘŀǝƻƴ ƻŦ ƴƻΦ ƻŦ 9ŘǳŎŀǝƻƴ ƭƻŀƴ tǊƻŎŜǎǎŜŘ 

¢ƻǘŀƭ /ƻǎǘ Ґ bƻΦ ƻŦ ŀǇǇƭƛŎŀǝƻƴǎ Ҏ tǊƻŎŜǎǎƛƴƎ Ŏƻǎǘ ǇŜǊ ŀǇǇƭƛŎŀǝƻƴ 

  мΣууΣллл Ґ bƻΦ ƻŦ ŀǇǇƭƛŎŀǝƻƴǎ Ҏ   рлл 

bƻΦ ƻŦ ŜŘǳŎŀǝƻƴ ƭƻŀƴ ŀǇǇƭƛŎŀǝƻƴǎ Ґ  мΣууΣллл ҏ  рлл Ґ отс ŀǇǇƭƛŎŀǝƻƴǎ 

 

оΦ 

ƛΦ {ǘŀǘŜƳŜƴǘ ƻŦ 9ȄǇŜƴǎŜǎ ƻŦ ƻǇŜǊŀǝƴƎ ŀ Ƴƛƴƛ ōǳǎ ƛƴ ŀ ȅŜŀǊ 

tŀǊǝŎǳƭŀǊǎ wŀǘŜ ό ύ tŜǊ .ǳǎ ǇŜǊ 

ŀƴƴǳƳ ό ύ 

ό!ύ {ǘŀƴŘƛƴƎ /ƘŀǊƎŜǎΥ   
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5ǊƛǾŜǊΩǎ ǎŀƭŀǊȅ нлΣллл ǇΦƳ нΣплΣллл 

[ŀŘȅ ŀǧŜƴŘŀƴǘΩǎ ǎŀƭŀǊȅ млΣллл ǇΦƳ мΣнлΣллл 

!ǾŜǊŀƎŜ /ƭŜŀƴŜǊΩǎ ǎŀƭŀǊȅ όрл҈ύ мрΣллл ǇΦƳ флΣллл 

LƴǎǳǊŀƴŎŜ ŎƘŀǊƎŜ олΣллл ǇΦŀΦ олΣллл 

[ƛŎŜƴǎŜ ŦŜŜΣ ǘŀȄŜǎ ŜǘŎΦ рΣлул ǇΦƳΦ слΣфсл 

!ǾŜǊŀƎŜ DŀǊŀƎŜ wŜƴǘ нпΣллл ǇΦƳ осΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ϑόмрΣллΣллл ς оΣллΣлллύ ҏ уϒ мΣрлΣллл ǇΦŀΦ мΣрлΣллл 

ό.ύ aŀƛƴǘŜƴŀƴŎŜ /ƘŀǊƎŜǎΥ   

wŜǇŀƛǊǎ ϧ ƳŀƛƴǘŜƴŀƴŎŜ ƛƴŎƭǳŘƛƴƎ ŜƴƎƛƴŜ ƻƛƭ ŀƴŘ 

ƭǳōǊƛŎŀƴǘǎ ό²ƻǊƪƛƴƎ bƻǘŜ мύ 

нуΣрсл ǇΦŀΦ  

ό/ύ hǇŜǊŀǝƴƎ /ƘŀǊƎŜǎΥ   

5ƛŜǎŜƭ ό²ƻǊƪƛƴƎ bƻǘŜ нύ  рΣтсΣллл 

¢ƻǘŀƭ /ƻǎǘ ό! Ҍ . Ҍ /ύ  моΣомΣрнл 

/ƻǎǘ ǇŜǊ ƳƻƴǘƘ  мΣмлΣфсл 

!ǾŜǊŀƎŜ Ŏƻǎǘ ǇŜǊ ŜƳǇƭƻȅŜŜ ǇŜǊ ƳƻƴǘƘΥ 

!Φ 9ƳǇƭƻȅŜŜ ŎƻƳƛƴƎ ŦǊƻƳ ŘƛǎǘŀƴŎŜ ƻŦ ǳǇǘƻ мр ƪƳ 

Ґ ¢ƻǘŀƭ Ŏƻǎǘ ǇŜǊ ƳƻƴǘƘ κ ¢ƻǘŀƭ ƴƻΦƻŦ ŜǉǳƛǾŀƭŜƴǘ ŜƳǇƭƻȅŜŜ Ґ мΣмлΣфсл ҏ тн Ґ мрпмΦмм 

.Φ 9ƳǇƭƻȅŜŜ ŎƻƳƛƴƎ ŦǊƻƳ ŀ ŘƛǎǘŀƴŎŜ ōŜȅƻƴŘ мр ƪƳ 

Ґ мрпмΦмм Ҏ н Ґ  оΣлунΦнн 

ϝ /ƻƴǎƛŘŜǊƛƴƎ ƘŀƭŦ ŦŀǊŜ ŜƳǇƭƻȅŜŜǎ ŀǎ ŀ ōŀǎŜ Cǳƭƭ ŦŀǊŜ ŜƳǇƭƻȅŜŜǎ 

όмн Ҏ нύ 

 

нп ŜƳǇƭƻȅŜŜǎ 

!ŘŘΥ IŀƭŦ ŦŀǊŜ ŜƳǇƭƻȅŜŜǎ ό²ƻǊƪƛƴƎ bƻǘŜ оύ мн ŜƳǇƭƻȅŜŜǎ 

¢ƻǘŀƭ 9ǉǳƛǾŀƭŜƴǘ ƴǳƳōŜǊ ƻŦ ŜƳǇƭƻȅŜŜǎ ǇŜǊ ƳƻƴǘƘ ос ŜƳǇƭƻȅŜŜǎ 

¢ƻǘŀƭ 9ǉǳƛǾŀƭŜƴǘ ƴǳƳōŜǊ ƻŦ ŜƳǇƭƻȅŜŜǎ ǇŜǊ ƳƻƴǘƘ όƳƻǊƴƛƴƎ Ҍ 

ŀƊŜǊƴƻƻƴ ǎƘƛƊ ƻŦ ŎƻƳǇŀƴȅύ 

тн ŜƳǇƭƻȅŜŜǎ 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

1. Calculation of Repairs and maintenance cost of a bus : 

5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ƛƴ ŀ ȅŜŀǊΥ 

όп ǘǊƛǇ Ҏ н ǎƘƛƊǎ Ҏ ол ƪƳΦ Ҏ нл Řŀȅǎ Ҏ мн ƳƻƴǘƘǎύ 5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ǇΦŀΦΥ ртΣслл ƪƳΦ 

wŜǇŀƛǊǎ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ Ŏƻǎǘ ǇŜǊ .ǳǎ ǇŜǊ ŀƴƴǳƳΥ 

Ґ ртΣслл ƪƳ κрΣтсл ƪƳ Ҏ   нΣурс ǇŜǊ ōǳǎ 

Ґ   нуΣрсл ǇŜǊ ŀƴƴǳƳ 

нΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ ŘƛŜǎŜƭ Ŏƻǎǘ ǇŜǊ ōǳǎ ǇŜǊ ŀƴƴǳƳΥ  

5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ƛƴ ŀ ȅŜŀǊ Ґ ртΣслл ƪƳ 

Diesel cost per Bus per annum: 

= 57,600 km./  8 Km ×   80 
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Ґ рΣтсΣллл 

оΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ ŜǉǳƛǾŀƭŜƴǘ ƴǳƳōŜǊ ƻŦ ŜƳǇƭƻȅŜŜǎ ǇŜǊ ōǳǎΥ 

{ŜŀǝƴƎ ŎŀǇŀŎƛǘȅ ƻŦ ŀ ōǳǎ ол ŜƳǇƭƻȅŜŜǎ 

hŎŎǳǇŀƴŎȅ όул҈ ƻŦ ŎŀǇŀŎƛǘȅύ нп ŜƳǇƭƻȅŜŜǎ 

IŀƭŦ ŦŀǊŜ ŜƳǇƭƻȅŜŜǎ όрл҈ ƻŦ нп ŜƳǇƭƻȅŜŜǎύ мн ŜƳǇƭƻȅŜŜǎ 

Cǳƭƭ ŦŀǊŜ ŜƳǇƭƻȅŜŜǎ όрл҈ ƻŦ нп ŜƳǇƭƻȅŜŜǎύ мн ŜƳǇƭƻȅŜŜ 

ώbƻǘŜΥ ¢ƻǘŀƭ 9ǉǳƛǾŀƭŜƴǘ ƴǳƳōŜǊ ƻŦ ŜƳǇƭƻȅŜŜǎ ǇŜǊ ƳƻƴǘƘ όƳƻǊƴƛƴƎ Ҍ ŀƊŜǊƴƻƻƴ ǎƘƛƊ ƻŦ 

ŎƻƳǇŀƴȅ Ŏŀƴ ŀƭǎƻ ōŜ ŎŀƭŎǳƭŀǘŜŘ ŎƻƴǎƛŘŜǊƛƴƎ Ŧǳƭƭ ŦŀǊŜ ŜƳǇƭƻȅŜŜǎ ŀǎ ŀ ōŀǎŜΦ Lƴ ǘƘŀǘ ŎŀǎŜ ǘƘŜ 

ƴǳƳōŜǊ ǿƛƭƭ ōŜ осΦ ¢ƘŜƴ ŦŀǊŜ ŦƻǊ ŜƳǇƭƻȅŜŜǎ ŎƻƳƛƴƎ ŦǊƻƳ ŘƛǎǘŀƴŎŜ ōŜȅƻƴŘ мрƪƳ ǿƛƭƭ ōŜ 

мΣмлΣфсл κ ос Ґ   оΣлунΦнн ŀƴŘ ŜƳǇƭƻȅŜŜǎ ŎƻƳƛƴƎ ŦǊƻƳ ŘƛǎǘŀƴŎŜ ǳǇǘƻ мр ƪƳ ǿƛƭƭ ōŜ оΣлунΦнн 

κ н Ґ   мΣрпмΦммϐ 

 

пΦ 

i) /ŀƭŎǳƭŀǘƛƻƴ ƻŦ ǘƻǘŀƭ Ŏƻǎǘ ŦƻǊ Ψ/h±L5-мфΩ LƴǎǳǊŀƴŎŜ ǇƻƭƛŎȅ 

  tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

ŀΦ aŀǊƪŜǝƴƎ ŀƴŘ {ŀƭŜǎ ǎǳǇǇƻǊǘΥ     

  π tƻƭƛŎȅ ŘŜǾŜƭƻǇƳŜƴǘ Ŏƻǎǘ орΣллΣллл   

  π /ƻǎǘ ƻŦ ƳŀǊƪŜǝƴƎ мΣоуΣфлΣллл   

  π {ŀƭŜǎ ǎǳǇǇƻǊǘ ŜȄǇŜƴǎŜǎ онΣллΣллл нΣлрΣфлΣллл 

ōΦ hǇŜǊŀǝƻƴǎΥ     

  π tƻƭƛŎȅ ƛǎǎǳŀƴŎŜ Ŏƻǎǘ нфΣрлΣллл   

  π tƻƭƛŎȅ ǎŜǊǾƛŎƛƴƎ Ŏƻǎǘ фсΣпрΣллл   

  π /ƭŀƛƳ ƳŀƴŀƎŜƳŜƴǘ Ŏƻǎǘ оΣулΣллл мΣнфΣтрΣллл 

ŎΦ L¢ /ƻǎǘϝ   нΣнмΣллΣллл 

ŘΦ {ǳǇǇƻǊǘ ŦǳƴŎǝƻƴǎ     

  π tƻǎǘŀƎŜ ŀƴŘ ƭƻƎƛǎǝŎǎ онΣплΣллл   

  π CŀŎƛƭƛǝŜǎ Ŏƻǎǘ псΣтрΣллл   

  π 9ƳǇƭƻȅŜŜΩǎ Ŏƻǎǘ мсΣнлΣллл   

  π hŶŎŜ ŀŘƳƛƴƛǎǘǊŀǝƻƴ Ŏƻǎǘ пуΣллΣллл мΣпоΣорΣллл 

  ¢ƻǘŀƭ /ƻǎǘ   тΣллΣллΣллл 

ϝL¢ Ŏƻǎǘ 

Ґ ό  оΣрлл ŎǊƻǊŜǎ Ȅ лΦллнύ ς   пΣтфΣллΣллл Ґ   нΣнмΣллΣллл 

ii) Calculation of cost per policy = Total cost/No. of policies 

Ґ   тΣллΣллΣлллκ нΣулл Ґ   нрΣллл 
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²ƻǊƪƛƴƎǎΥ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ ƴǳƳōŜǊ ƻŦ ǇŀǝŜƴǘ Řŀȅǎ 

млл .ŜŘǎ Ȅ Řŀȅǎ мнллл 

пл .ŜŘǎ Ȅ ул Řŀȅǎ оΣнлл 

9ȄǘǊŀ ōŜŘǎ плл 

¢ƻǘŀƭ мрΣслл 

(i) Statement of Profitability 

tŀǊǝŎǳƭŀǊǎ !Ƴƻǳƴǘ ό ύ !Ƴƻǳƴǘ ό ύ 

LƴŎƻƳŜ ŦƻǊ ǘƘŜ ȅŜŀǊ ό  нлл ǇŜǊ ǇŀǝŜƴǘ ǇŜǊ Řŀȅ Ȅ мрΣслл ǇŀǝŜƴǘ 

Řŀȅǎύ 

 омΣнлΣллл 

±ŀǊƛŀōƭŜ /ƻǎǘǎΥ   

5ƻŎǘƻǊ CŜŜǎ ό  олΣллл ǇŜǊ ƳƻƴǘƘ Ȅ мнύ оΣслΣллл  

CƻƻŘ ǘƻ tŀǝŜƴǘǎ ό±ŀǊƛŀōƭŜύ пΣплΣллл  

/ŀǊŜǘŀƪŜǊ hǘƘŜǊ ǎŜǊǾƛŎŜǎ ǘƻ ǇŀǝŜƴǘǎ ό±ŀǊƛŀōƭŜύ мΣнрΣллл  

[ŀǳƴŘǊȅ ŎƘŀǊƎŜǎ ό±ŀǊƛŀōƭŜύ мΣплΣллл  

aŜŘƛŎƛƴŜǎ ό±ŀǊƛŀōƭŜύ нΣулΣллл  

.ŜŘ IƛǊŜ /ƘŀǊƎŜǎ ό  рл Ȅ плл .ŜŘǎύ нлΣллл  

¢ƻǘŀƭ ±ŀǊƛŀōƭŜ Ŏƻǎǘǎ  όмоΣсрΣлллύ 

/ƻƴǘǊƛōǳǝƻƴ  мтΣррΣллл 

CƛȄŜŘ /ƻǎǘǎΥ   

wŜƴǘ ό  рлΣллл ǇŜǊ ƳƻƴǘƘ Ȅ мнύ сΣллΣллл  

{ǳǇŜǊǾƛǎƻǊ όн ǇŜǊǎƻƴǎ Ȅ   рΣллл Ȅ мнύ мΣнлΣллл  

bǳǊǎŜǎ όп ǇŜǊǎƻƴǎ Ȅ   оΣллл Ȅ мнύ мΣппΣллл  

²ŀǊŘ .ƻȅǎ όн ǇŜǊǎƻƴǎ Ȅ   мрлл Ȅмнύ осΣллл  

wŜǇŀƛǊǎ όCƛȄŜŘύ нуΣллл  

/ƻǎǘ ƻŦ hȄȅƎŜƴ трΣллл  

!ŘƳƛƴƛǎǘǊŀǝƻƴ ŜȄǇŜƴǎŜǎ ŀƭƭƻŎŀǘŜŘ тмΣллл  

¢ƻǘŀƭ CƛȄŜŘ /ƻǎǘǎ  όмлΣтпΣлллύ 

tǊƻŬǘ  сΣумΣллл 

/ŀƭŎǳƭŀǝƻƴ ƻŦ /ƻƴǘǊƛōǳǝƻƴ ŀƴŘ ǇǊƻŬǘ ǇŜǊ ǇŀǝŜƴǘ Řŀȅ 

¢ƻǘŀƭ /ƻƴǘǊƛōǳǝƻƴ Ґ   мтΣррΣллл 

¢ƻǘŀƭ tŀǝŜƴǘ Řŀȅǎ Ґ мрΣслл Řŀȅǎ 

/ƻƴǘǊƛōǳǝƻƴ ǇŜǊ ǇŀǝŜƴǘ 5ŀȅ Ґ   мтΣррΣллл κ мрΣслл Řŀȅǎ Ґ   ммнΦрл 

¢ƻǘŀƭ tǊƻŬǘ Ґ   сΣумΣллл 

¢ƻǘŀƭ tŀǝŜƴǘ Řŀȅǎ Ґ мрΣслл Řŀȅǎ 

tǊƻŬǘ ǇŜǊ ǇŀǝŜƴǘ Řŀȅ Ґ   сΣумΣллл κ мрΣслл Řŀȅǎ Ґ   поΦср 
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(ii) Breakeven Point = Fixed Cost / Contribution per Patient day 

Ґ   млΣтпΣллл κ   ммнΦрл 

Ґ фΣрпт ǇŀǝŜƴǘ Řŀȅǎ 
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²ƻǊƪƛƴƎ bƻǘŜǎΥ  

όƛύ ¢ƻǘŀƭ wƻƻƳ Řŀȅǎ ƛƴ ŀ ȅŜŀǊ 

{Ŝŀǎƻƴ hŎŎǳǇŀƴŎȅ όwƻƻƳπŘŀȅǎύ 
9ǉǳƛǾŀƭŜƴǘ Cǳƭƭ wƻƻƳ 

ŎƘŀǊƎŜ Řŀȅǎ 

{Ŝŀǎƻƴ ς ул҈ 

hŎŎǳǇŀƴŎȅ  

нлл wƻƻƳǎ Ҏ ул҈ Ҏ с ƳƻƴǘƘǎ Ҏ ол 

Řŀȅǎ ƛƴ ŀ ƳƻƴǘƘ Ґ нуΣулл wƻƻƳ 5ŀȅǎ  

нуΣулл wƻƻƳ 5ŀȅǎ Ҏ млл҈ 

Ґ нуΣулл  

hũπǎŜŀǎƻƴ ς пл҈ 

hŎŎǳǇŀƴŎȅ  

нлл wƻƻƳǎ Ҏ пл҈ Ҏ с ƳƻƴǘƘǎ Ҏ ол 

Řŀȅǎ ƛƴ ŀ ƳƻƴǘƘ Ґ мпΣплл wƻƻƳ 5ŀȅǎ  

мпΣплл wƻƻƳ 5ŀȅǎ Ҏ рл҈ Ґ 

тΣнлл  

¢ƻǘŀƭ wƻƻƳ 5ŀȅǎ  нуΣулл Ҍ мпΣплл Ґ поΣнлл wƻƻƳ 5ŀȅǎ  осΣллл Cǳƭƭ wƻƻƳ Řŀȅǎ  

όƛƛύ [ƛƎƘǝƴƎ /ƘŀǊƎŜǎΥ 

Lǘ ƛǎ ƎƛǾŜƴ ƛƴ ǘƘŜ ǉǳŜǎǝƻƴ ǘƘŀǘ ƭƛƎƘǝƴƎ ŎƘŀǊƎŜǎ ŦƻǊ у ƳƻƴǘƘǎ ƛǎ  ммл ǇŜǊ ƳƻƴǘƘ ŀƴŘ ŘǳǊƛƴƎ 

ǿƛƴǘŜǊ ǎŜŀǎƻƴ ƻŦ п ƳƻƴǘƘǎ ƛǘ ƛǎ  ол ǇŜǊ ƳƻƴǘƘΦ CǳǊǘƘŜǊ ƛǘ ƛǎ ŀƭǎƻ ƎƛǾŜƴ ǘƘŀǘ ǇŜŀƪ ǎŜŀǎƻƴ ƛǎ с 

ƳƻƴǘƘǎ ŀƴŘ ƻũ ǎŜŀǎƻƴ ƛǎ с ƳƻƴǘƘǎΦ  

Lǘ ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ ς ōŜƛƴƎ Iƛƭƭ ǎǘŀǝƻƴΣ ǿƛƴǘŜǊ ǎŜŀǎƻƴ ƛǎ ǘƻ ōŜ ŎƻƴǎƛŘŜǊŜŘ ŀǎ ǇŀǊǘ ƻŦ hũ 

ǎŜŀǎƻƴΦ IŜƴŎŜΣ ǘƘŜ ƴƻƴπǿƛƴǘŜǊ ǎŜŀǎƻƴ ƻŦ у ƳƻƴǘƘǎ ƛƴŎƭǳŘŜ ς tŜŀƪ ǎŜŀǎƻƴ ƻŦ с ƳƻƴǘƘǎ ŀƴŘ hũ 

ǎŜŀǎƻƴ ƻŦ н ƳƻƴǘƘǎΦ  

!ŎŎƻǊŘƛƴƎƭȅΣ ǘƘŜ ƭƛƎƘǝƴƎ ŎƘŀǊƎŜǎ ŀǊŜ ŎŀƭŎǳƭŀǘŜŘ ŀǎ ŦƻƭƭƻǿǎΥ 

{Ŝŀǎƻƴ hŎŎǳǇŀƴŎȅ όwƻƻƳπŘŀȅǎύ 

{Ŝŀǎƻƴ ϧ bƻƴπǿƛƴǘŜǊ ς ул҈ hŎŎǳǇŀƴŎȅ  нлл wƻƻƳǎ Ҏ ул҈ Ҏ с ƳƻƴǘƘǎ Ҏ   ммл ǇŜǊ 

ƳƻƴǘƘ Ґ   мΣлрΣслл  

hũπ ǎŜŀǎƻƴ ϧ ƴƻƴπǿƛƴǘŜǊ ς пл҈ hŎŎǳǇŀƴŎȅ όу 

ς с ƳƻƴǘƘǎύ 

нлл wƻƻƳǎ Ҏ пл҈ Ҏ н ƳƻƴǘƘǎ Ҏ  ммл ǇŜǊ 

ƳƻƴǘƘ Ґ   мтΣслл  

hũπ ǎŜŀǎƻƴ ϧ πǿƛƴǘŜǊ ς пл҈ hŎŎǳǇŀƴŎȅ 

ƳƻƴǘƘǎύ  

нлл wƻƻƳǎ Ҏ пл҈ Ҏ п ƳƻƴǘƘǎ Ҏ   ол ǇŜǊ 

ƳƻƴǘƘ Ґ   фΣслл  

¢ƻǘŀƭ [ƛƎƘǝƴƎ ŎƘŀǊƎŜǎ    мΣлрΣсллҌ   мтΣслл Ҍ   фΣслл Ґ   монΣулл  

{ǘŀǘŜƳŜƴǘ ƻŦ ǘƻǘŀƭ ŎƻǎǘΥ 

 ό ύ 

{ǘŀũ ǎŀƭŀǊȅ  уΣллΣллл 

wŜǇŀƛǊǎ ǘƻ ōǳƛƭŘƛƴƎ  оΣллΣллл 

[ŀǳƴŘǊȅ  мΣплΣллл 

LƴǘŜǊƛƻǊ  нΣрлΣллл 

aƛǎŎŜƭƭŀƴŜƻǳǎ 9ȄǇŜƴǎŜǎ  нΣллΣнлл 
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5ŜǇǊŜŎƛŀǝƻƴ ƻƴ .ǳƛƭŘƛƴƎ ό олл ƭŀƪƘǎ Ȅ ул҈ Ȅ р҈ύ мнΣллΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ CǳǊƴƛǘǳǊŜ ϧ CƛȄǘǳǊŜǎ ό олл ƭŀƪƘǎ Ȅ нл҈ Ȅ мр҈ύ фΣллΣллл 

wƻƻƳ ŀǧŜƴŘŀƴǘΩǎ ǿŀƎŜǎ ό мр ǇŜǊ wƻƻƳ 5ŀȅ ŦƻǊ поΣнлл wƻƻƳ 5ŀȅǎύ  сΣпуΣллл 

[ƛƎƘǝƴƎ ŎƘŀǊƎŜǎ  мΣонΣулл 

¢ƻǘŀƭ Ŏƻǎǘ  прΣтмΣллл 

!ŘŘΥ tǊƻŬǘ aŀǊƎƛƴ όнл҈ ƻƴ wƻƻƳ ǊŜƴǘ ƻǊ нр҈ ƻƴ /ƻǎǘύ  ммΣпнΣтрл 

¢ƻǘŀƭ wŜƴǘ ǘƻ ōŜ ŎƘŀǊƎŜŘ  ртΣмоΣтрл 

/ŀƭŎǳƭŀǝƻƴ ƻŦ wƻƻƳ wŜƴǘ ǇŜǊ ŘŀȅΥ 

¢ƻǘŀƭ wŜƴǘ κ 9ǉǳƛǾŀƭŜƴǘ Cǳƭƭ wƻƻƳ Řŀȅǎ Ґ   ртΣмоΣтрлκ осΣллл Ґ   мруΦтн  

wƻƻƳ wŜƴǘ ŘǳǊƛƴƎ {Ŝŀǎƻƴ ς   мруΦтн  

wƻƻƳ wŜƴǘ ŘǳǊƛƴƎ hũ ǎŜŀǎƻƴ Ґ   мруΦтн Ҏ рл҈ Ґ   тфΦос 

 

тΦ 

(a) Working Notes: 

tŀǊǝŎǳƭŀǊǎ CƻǊ п ǿŜŜƪǎ 
CƻǊ м ǿŜŜƪ 

όōȅ ŘƛǾƛŘƛƴƎ ōȅ пύ 

¢ƻǘŀƭ ŘƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ όпл ƪƳ Ȅ н Ȅ н ǘǊƛǇǎ Ȅ р Řŀȅǎ Ȅ п 

ǿŜŜƪǎύ  

оΣнлл ƪƳ улл ƪƳ 

¢ƻǘŀƭ ǘƻƴƴŜ ƪƳ όпл ƪƳ Ȅ мл ǘƻƴƴŜǎ Ȅ н Ȅ р Řŀȅǎ Ȅ п 

ǿŜŜƪǎύ 

мсΣллл ǘƻƴƴŜ 

ƪƳ 

пΣллл ǘƻƴƴŜ ƪƳ 

i. Statement showing Operating Cost 

!Ƴƻǳƴǘ ό ύ 

tŀǊǝŎǳƭŀǊǎ CƻǊ п 

ǿŜŜƪǎ 

CƻǊ м ǿŜŜƪ όōȅ 

ŘƛǾƛŘƛƴƎ ōȅ пύ 

A. Fixed Charges:    

5ǊƛǾŜǊǎΩ ǿŀƎŜǎ ό  нΣрлл Ȅ п ǿŜŜƪǎύ 10,000 2,500 

DŀǊŀƎŜ ǊŜƴǘ ό  улл Ҏ п ǿŜŜƪǎύ 3,200 800 

LƴǎǳǊŀƴŎŜ ϑό  муΣнлл ҏ рн ǿŜŜƪǎύ Ҏ п ǿŜŜƪǎϒ 1,400 350 

±ŜƘƛŎƭŜ ƭƛŎŜƴǎŜ ϑό  тΣулл ҏ рн ǿŜŜƪǎύ Ҏ п ǿŜŜƪǎϒ 600 150 

hǘƘŜǊ ƻǾŜǊƘŜŀŘǎ Ŏƻǎǘ ϑό  пмΣслл ҏ рн ǿŜŜƪǎύ Ҏ п ǿŜŜƪǎϒ 3,200 800 

¢ƻǘŀƭ ό!ύ  18,400 4,600 

B.Running Cost:    

Cost of diesel ϑόоΣнлл κ у ƪƳǎύ Ȅ  сл 24,000 6,000 

9ƴƎƛƴŜ hƛƭ ό  нлл Ҏ п ǿŜŜƪǎύϝ 800 200 

wŜǇŀƛǊǎ ό  слл Ҏ п ǿŜŜƪǎύϝ 2,400 600 

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ ǾŜƘƛŎƭŜ  16,000 4,000 
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ώό  фΣрлΣллл π  мΣрлΣлллύ κ мΣслΣлллƪƳ Ȅ оΣнлл ƪƳϐ 

5ŜǇǊŜŎƛŀǝƻƴ ƻƴ ǘȅǊŜǎ ώό  рнΣрлл κ нрΣллл ƪƳ ύȄ оΣнлл ƪƳϐ 6,720 1,680 

Total (B)  49,920 12,480 

C. Total Cost (A + B)  68,320 17,080 

ϝ/ƻǎǘ ƻŦ ŜƴƎƛƴŜ ƻƛƭ ϧ ǊŜǇŀƛǊǎ Ƴŀȅ ŀƭǎƻ ōŜ ǘǊŜŀǘŜŘ ŀǎ ŬȄŜŘ ŎƻǎǘΣ ŀǎ ǘƘŜ ǉǳŜǎǝƻƴ ǊŜƭŀǘŜǎ ǘƘŜǎŜ 

ǿƛǘƘ ǝƳŜ ƛΦŜΦΣ ƛƴ ǿŜŜƪǎ ƛƴǎǘŜŀŘ ƻŦ ǊǳƴƴƛƴƎ ƻŦ ǾŜƘƛŎƭŜΦ 

ii. Calculation of vehicle operating cost:  

hǇŜǊŀǝƴƎ Ŏƻǎǘ ǇŜǊ ƪΦƳΦ Ґ  суΣонл κ оΣнлл ƪƳǎ ƻǊ  мтΣлул κ улл ƪƳǎ Ґ  нмΦор 

hǇŜǊŀǝƴƎ Ŏƻǎǘ ǇŜǊ ¢ƻƴƴŜ ς ƪΦƳΦ Ґ  суΣонл κ мсΣллл ƪƳǎ ƻǊ  мтΣлул κ пллл Ґ  пΦнт 

 

уΦ 

i. Statement showing the Operating Cost per Passenger-km. 

  ¸ŜŀǊƭȅ ό ύ  aƻƴǘƘƭȅ ό ύ  

ό!ύ {ǘŀƴŘƛƴƎ /ƘŀǊƎŜǎΥ    

 LƴǎǳǊŀƴŎŜ /ƘŀǊƎŜ  нлΣллΣллл Ҏ о҈ слΣллл рΣллл 

 wƻŀŘ ¢ŀȄ  осΣллл оΣллл 

 5ŜǇǊŜŎƛŀǝƻƴ όнлΣллΣлллκрύ  пΣллΣллл ооΣоооΦоо 

 ¢ƻǘŀƭ  пΣфсΣллл пмΣоооΦоо 

ό.ύ aŀƛƴǘŜƴŀƴŎŜ /ƘŀǊƎŜǎΥ    

 !ƴƴǳŀƭ wŜǇŀƛǊǎ  рлΣллл пмссΦст 

 hŶŎŜ ŀƴŘ ŀŘƳƛƴƛǎǘǊŀǝƻƴ ƻǾŜǊƘŜŀŘǎ  оΣмуΣллл нсΣрлл 

 ¢ƻǘŀƭ  оΣсуΣллл олсссΦст 

ό/ύ wǳƴƴƛƴƎ /ƻǎǘκ/ƘŀǊƎŜǎΥ    

 5ǊƛǾŜǊΩǎ {ŀƭŀǊȅ нΣплΣллл нлΣллл 

 /ƻƴŘǳŎǘƻǊΩǎ {ŀƭŀǊȅ мΣулΣллл мрΣллл 

 5ƛŜǎŜƭ ϧ hƛƭ ώслΣллл Ȅ όмΣрлл κ мллύϐ фΣллΣллл трΣллл 

 ¢ƻǘŀƭ  моΣнлΣллл пмΣоооΦоо 

 ¢ƻǘŀƭ ό!Ҍ.Ҍ/ύ /ƻǎǘ ōŜŦƻǊŜ ŎƻƳƳƛǎǎƛƻƴ ŀƴŘ ǇǊƻŬǘ  нмΣупΣллл мΣунΣллл 

 /ƻƳƳƛǎǎƛƻƴ όооΣслΣллл Ҏ мл҈ύ όǿƻǊƪƛƴƎ ƴƻǘŜ нύ оΣосΣллл нуΣллл 

 tǊƻŬǘ όооΣслΣллл Ҏ нр҈ύ όǿƻǊƪƛƴƎ ƴƻǘŜ нύ уΣплΣллл тлΣллл 

 ¢ŀƪƛƴƎǎ όǿƻǊƪƛƴƎ ƴƻǘŜ мύ ооΣслΣллл нΣулΣллл 

ii. Fare per Passenger-km. =    Total Collection/Takings / Total Passenger-km (Working note 3 )  = 

33,60,000 / 24,00,000 =  1.40      

hw 

CŀǊŜ ǇŜǊ tŀǎǎŜƴƎŜǊπƪƳΦ όƳƻƴǘƘƭȅύ Ґ   нΣулΣллл κ нΣллΣллл Ґ  мΦпл 

²ƻǊƪƛƴƎ ƴƻǘŜΥ  
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1. Cost before commission (10%) and profit (25%) is 21,84,000 which is 65% of total takings. So 

total takings is (21,84000÷65) ×100=  33,60,000  

2. Commission is 10% of   33,60,000=  3,36,000 and Profit is 25% of   33,60,000=  8,40,000  

3. Total Km is (4 Round Trips × Days in a month × Month = (4×2×25 ×25×12) = 60,000 km  

4. Passenger km is 60,000 km×40 passenger= 24,00,000 

 

фΦ  

(i) {ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ hǾŜǊƘŜŀŘ /ƻǎǘ ǇŜǊ ǳƴƛǘ ά¢ǊŀŘƛǘƛƻƴŀƭ aŜǘƘƻŘέ 

 DŜƭ tŜƴ 

ό ύ 

.ŀƭƭ tŜƴ 

ό ύ 

¦ƴƛǘǎ  рΣрлл нпΣллл 

hǾŜǊƘŜŀŘǎ ό ύ όwŜŦŜǊ ǘƻ ²ΦbΦύ  пΣулΣллл 

όнл Ȅ нпΣллл ƘǊǎΦύ 

млΣулΣллл 

όнл Ȅ рпΣллл ƘǊǎύ 

hǾŜǊƘŜŀŘ wŀǘŜ ǇŜǊ ǳƴƛǘ ό ύ  утΦнт 

ό пΣулΣллл κ рΣрлл ǳƴƛǘǎύ 

пр 

ό млΣулΣллл κ нпΣллл ǳƴƛǘǎύ 

²ƻǊƪƛƴƎ bƻǘŜǎΥ  

hǾŜǊƘŜŀŘ wŀǘŜ ǇŜǊ aŀŎƘƛƴŜ IƻǳǊ 

Ґ ¢ƻǘŀƭ hǾŜǊƘŜŀŘ ƛƴŎǳǊǊŜŘ ōȅ ǘƘŜ /ƻƳǇŀƴȅ κ ¢ƻǘŀƭ aŀŎƘƛƴŜ IƻǳǊǎ 

Ґ  пΣтрΣлнлҌ рΣтфΣфууҌ рΣлпΣффн κ нпΣллл ƘƻǳǊǎ Ҍ рпΣллл ƘƻǳǊǎ 

Ґ  мрΣслΣллл κ туΣллл ƘƻǳǊǎ  

Ґ  нл ǇŜǊ ƳŀŎƘƛƴŜ ƘƻǳǊ 

(ii) {ǘŀǘŜƳŜƴǘ {ƘƻǿƛƴƎ ά!ŎǘƛǾƛǘȅ .ŀǎŜŘ hǾŜǊƘŜŀŘ /ƻǎǘέ  

!ŎǝǾƛǘȅ /ƻǎǘ tƻƻƭ /ƻǎǘ 5ǊƛǾŜǊ wŀǝƻ 

¢ƻǘŀƭ 

!Ƴƻǳƴǘ ό 

ύ 

DŜƭ tŜƴ 

ό ύ 

.ŀƭƭ tŜƴ 

ό ύ 

±ƻƭǳƳŜ wŜƭŀǘŜŘ !ŎǝǾƛǘȅ /ƻǎǘǎ  aŀŎƘƛƴŜ ƘƻǳǊǎ  нпΥрп пΣтрΣлнл мΣпсΣмсл оΣнуΣусл 

{ŜǘǳǇ wŜƭŀǘŜŘ /ƻǎǘǎ  bƻΦ ƻŦ {ŜǘǳǇǎ  олΥрс рΣтфΣфуу нΣлнΣонм оΣттΣсст 

tǳǊŎƘŀǎŜ wŜƭŀǘŜŘ /ƻǎǘǎ  bƻΦ ƻŦ tǳǊŎƘŀǎŜ 

hǊŘŜǊǎ  

нплΥппу рΣлпΣффн мΣтсΣмсл оΣнуΣуон 

¢ƻǘŀƭ /ƻǎǘ  рΣнпΣспм  млΣорΣорф  

hǳǘǇǳǘ όǳƴƛǘǎύ  рΣрлл  нпΣллл  

¦ƴƛǘ /ƻǎǘ όhǾŜǊƘŜŀŘǎύ  фрΦоф  поΦмо  

 

(iii)  

 Gel Pen 

ό ύ 

Ball Pen 

ό ύ 

hǾŜǊƘŜŀŘǎ /ƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ ό¢ǊŀŘƛǝƻƴŀƭ aŜǘƘƻŘύ  утΦнт пр 

hǾŜǊƘŜŀŘǎ /ƻǎǘ ǇŜǊ ǳƴƛǘ ό ύ ό!./ύ  фрΦоф поΦмо 
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5ƛũŜǊŜƴŎŜ ǇŜǊ ǳƴƛǘ  πуΦмн ҌмΦут 

ό±ƻƭǳƳŜ ǊŜƭŀǘŜŘ ŀŎǝǾƛǘȅ ŎƻǎǘΣ ǎŜǘ ǳǇ ǊŜƭŀǘŜŘ Ŏƻǎǘǎ ŀƴŘ ǇǳǊŎƘŀǎŜ ǊŜƭŀǘŜŘ Ŏƻǎǘ Ŏŀƴ ŀƭǎƻ ōŜ 

ŎŀƭŎǳƭŀǘŜŘ ǳƴŘŜǊ !ŎǝǾƛǘȅ .ŀǎŜ /ƻǎǝƴƎ ǳǎƛƴƎ /ƻǎǘ ŘǊƛǾŜǊ ǊŀǘŜΦ IƻǿŜǾŜǊΣ ǘƘŜǊŜ ǿƛƭƭ ōŜ ƴƻ ŎƘŀƴƎŜǎ 

ƛƴ ǘƘŜ Ŭƴŀƭ ŀƴǎǿŜǊΦύ 

 

млΦ 

hǇŜǊŀǝƴƎ Ŏƻǎǘ ǎǘŀǘŜƳŜƴǘ ƻŦ t IƻƭƛŘŀȅ wŜǎƻǊǘǎ 

Particulars Cost per annum 

(   In lakhs) 

Staff Salaries 680.00 

wƻƻƳ !ǘǘŜƴŘŀƴǘΩǎ ²ŀƎŜǎ όwŜŦŜǊ ²b-3) 286.20 

Lighting, Heating & Power 300.00 

Repairs, Maintenance & Renovation 180.00 

Linen 30.00 

Laundry charges 24.00 

Interior Decoration 75.00 

Sundries 30.28 

Depreciation: (Refer WN-4)  

Building 45.00 

Furniture & Fixture 9.00 

Air Conditioners 7.50 

Total cost for the year 1666.98 

/ƻƳǇǳǘŀǝƻƴ ƻŦ ǇǊƻŬǘΥ 

Let   x be the rent for deluxe from. 

Equivalent deluxe room days are 90,720 (Refer WN-2) 

Total takings =   90,720x 

Profit is 25% of total takings. 

Profit = 25% of   90,720x =   22,680x 

Total takings = Total Cost + Profit 

  90,720x =   16,66,98,000 +   22,680x 

  90,720x -   22,680x =   16,66,98,000 

  68,040x =   16,66,98,000 

· Ґ   мсΣссΣфуΣллл κ   суΣлпл Ґ нΣпрл 

Rent to be charged for deluxe room   2,450 

Rent to be charged for super deluxe room = Rent of deluxe room x 2 =   2,450 x 2   4,900 

Rent to be charged for luxury suite = Rent of Deluxe room x 3 =   2,450 x 3   7,350 
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²ƻǊƪƛƴƎ bƻǘŜǎΥ 

1. Computation of Room  Occupancy 

Type of Room No. of rooms x no. of days x occupancy % Room days 

Deluxe Room 100 rooms x 360 days x 90% occupancy 32,400 

Super Deluxe Room 60 rooms x 360 days x 75% occupancy 16,200 

Luxury Suite 40 x 360 days x 60% occupancy 8,640 

 Total 57,240 

2. Computation of equivalent deluxe room days 

wŜƴǘ ƻŦ ΨǎǳǇŜǊ ŘŜƭǳȄŜΩ ǊƻƻƳ ƛǎ ǘƻ ōŜ ŦƛȄŜŘ ŀǘ н ǘƛƳŜǎ ƻŦ ΨŘŜƭǳȄŜ ǊƻƻƳΩ ŀƴŘ ƭǳȄǳǊȅ ǎǳƛǘŜΩ ƛǎ о ǘƛƳŜǎ 

ƻŦ ΨŘŜƭǳȄŜ ǊƻƻƳΩΦ ¢ƘŜǊŜŦƻǊŜΣ ŜǉǳƛǾŀƭŜƴǘ ǊƻƻƳ Řŀȅǎ ǿƻǳƭŘ ōŜΥ 

Type of Room Room days Equivalent deluxe room days 

Deluxe Room 32,400 x 1 32,400 

Super Deluxe Room 16,200 x 2 32,400 

Luxury Suite 8,640 x 3 25,920 

 Total 90,720 

/ƻƳǇǳǘŀǝƻƴ ƻŦ ǊƻƻƳ ŀǧŜƴŘŀƴǘΩǎ ǿŀƎŜǎΥ 

Room occupancy days @   500 per day 

= 57,240 days ×   500 per day =   2,86,20,000 

/ƻƳǇǳǘŀǝƻƴ ƻŦ 5ŜǇǊŜŎƛŀǝƻƴ ǇŜǊ ŀƴƴǳƳΥ 

Particulars Cost (  ) Rate of 

Depreciation 

Depreciation 

(  ) 

Building 900,00,000 5% 45,00,000 

Furniture & Fixtures 90,00,000 10% 9,00,000 

Air Conditioners 75,00,000 10% 7,50,000 

 

ммΦ 

¢ƻǘŀƭ ǳƴƛǘǎ ƎŜƴŜǊŀǘŜŘ мсΣрлΣллл ƪ²ƘΦ 

Cost Statement of Panipat Thermal Power Station 

 Per annum ( ) Per kWh. (  ) 

Fixed costs:   

Plant supervision 4,35,000  

Administration overheads 29,00,000  

Insurance Charges 15,00,000  

Depreciation (5% of   3,10,00,000 p.a.) 15,50,000  

Total fixed cost: (A) 63,85,000 3.87 

Variable costs:   
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Operating labour 21,75,000  

Fuel Charges 8,00,000  

Lubricants, spares and stores 5,80,000  

Repairs & maintenance 7,25,000  

Coal cost (Refer to working note) 11,19,643  

Total variable cost: (B) 53,99,643 3.27 

Total cost [(A) + (B)] 1,17,84,643 7.14 

²ƻǊƪƛƴƎ bƻǘŜΥ 

/ƻŀƭ Ŏƻǎǘ όмсΣрлΣллл ƪ²ƘΦ ҏ т ƪ²Ƙύ Ҏ  пΦтр ǇŜǊ ƪƎΦ Ґ  ммΣмфΣспо 

 

12. 

²ƻǊƪƛƴƎ bƻǘŜǎΥ 

мΦ Calculation of Depreciation per month: 

 Particulars CNG Car EV Car 

A Car purchase price ( ) 9,20,000 15,20,000 

B Less: Govt. subsidy ( ) -- (1,50,000) 

C Less: Residual value ( ) (95,000) (1,70,000) 

D Depreciable value of car ( ) [A-B-C] 8,25,000 12,00,000 

E Life of the car 15 years 10 years 

F Annual depreciation ( ) [D÷E] 55,000 1,20,000 

G Depreciation per month ( ) [F÷12] 4,583.33 10,000 

нΦ Fuel/ Electricity consumption cost per month: 

 Particulars CNG Car EV Car 

A Average distance covered in a month (KM) 1,500 1,500 

B Mileage (KM) 20 240 

C Qty. of CNG/ Full charge required [A÷B] 75 kg. 6.25 

D Electricity Consumption [C×30kwh] - 187.5 

E Cost of CNG per kg ( ) 60 - 

F Power cost per Kwh ( ) - 7.60 

G CNG Cost per month ( ) [C×E] 4,500 - 

H Power cost per month ( ) [D×F] - 1,425 

оΦ Amortised cost of Tyre replacement: 

 Particulars CNG Car EV Car 

A Life of vehicle 15 years 10 years 

B Replacement interval 5 years 5 years 

C No. of time replacement required 2 times 1 time 
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D Cost of tyres for each replacement ( ) 16,000 16,000 

E Total replacement cost ( ) [C×D] 32,000 16,000 

F Amortised cost per year ( ) [E÷A] 2,133.33 1,600 

E Cost per month ( ) [F÷12] 177.78 133.33 

пΦ Amortised cost of Battery replacement: 

 Particulars CNG Car EV Car 

A Life of vehicle 15 years 10 years 

B Replacement interval 8 years 8 years 

C No. of time replacement required 1 time 1 time 

D Cost of battery for each replacement ( ) 12,000 5,40,000 

E Total replacement cost ( ) [C×D] 12,000 5,40,000 

F Amortised cost per year ( ) [E÷A] 800 54,000 

E Cost per month ( ) [F÷12] 66.67 4,500 

Calculation of Operating cost per month: 

 tŀǊǝŎǳƭŀǊǎ /bD /ŀǊ 9± /ŀǊ 

! wǳƴƴƛƴƎ ŎƻǎǘΥ   

 CǳŜƭ Ŏƻǎǘκ tƻǿŜǊ ŎƻƴǎǳƳǇǝƻƴ Ŏƻǎǘ ώwŜŦŜǊ ²bπнϐ прлл мпнр 

. aŀƛƴǘŜƴŀƴŎŜ ŎƻǎǘΥ   

 Annual Maintenance cost [Annual cost ÷12]  сссΦст пооΦоо 

 !ƴƴǳŀƭ LƴǎǳǊŀƴŎŜ Ŏƻǎǘ ώ!ƴƴǳŀƭ Ŏƻǎǘ ҏмнϐ сооΦоо мнмсΦст 

 !ƳƻǊǝǎŜŘ Ŏƻǎǘ ƻŦ ¢ȅǊŜ ǊŜǇƭŀŎŜƳŜƴǘ ώwŜŦŜǊ ²bπоϐ мттΦту мооΦоо 

 !ƳƻǊǝǎŜŘ Ŏƻǎǘ ƻŦ .ŀǧŜǊȅ ǊŜǇƭŀŎŜƳŜƴǘ ώwŜŦŜǊ ²bπпϐ мрппΦпр снуоΦоо 

/ CƛȄŜŘ ŎƻǎǘΥ   

 5ŜǇǊŜŎƛŀǝƻƴ ώwŜŦŜǊ ²bπмϐ пруоΦоо млллл 

 5ǊƛǾŜǊΩǎ ǎŀƭŀǊȅ нлллл нлллл 

 DŀǊŀƎŜ ǊŜƴǘ прлл прлл 

 {ƘŀǊŜ ƻŦ hŶŎŜ ϧ !ŘƳƛƴƛǎǘǊŀǝƻƴ Ŏƻǎǘ мрлл мрлл 

  олруоΦоо осллл 

5 hǇŜǊŀǝƴƎ Ŏƻǎǘ ǇŜǊ ƳƻƴǘƘ ώ!Ҍ.Ҍ/ϐ осΣснтΦту поΣтлуΦоо 

 

моΦ 

²ƻǊƪƛƴƎ bƻǘŜǎΥ  

1. Total Distance (in km.) covered per month 

Bus route  Km. per trip  Trips per day  Days per month  Km. per month  

Delhi to Hisar  160 2 9 2,880 

Delhi to Aligarh  160 2 12 3,840 
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Delhi to Alwar  170 2 6 2,040 

Total 8,760 

2. Passenger- km. per month 

 

Total seats available 

per month (at 100% 

capacity 

Capacity 

utilised 

Km. per 

trip 
Passenger- Km. 

per month 
(%) Seats 

Delhi to Hisar & 

Back  

флл  

όрл ǎŜŀǘǎ Ȅ н ǘǊƛǇǎ Ȅ ф 

Řŀȅǎύ  

90 810 160 1,29,600  

(810 seats x 160 

km.) 

Delhi to Aligarh & 

Back  

мΣнлл 

(50 seats x 2 trips x 12 

days) 

95 1,140 160 1,82,400 

(1,140 seats x 160 

km.) 

Delhi to Alwar & 

Back  

слл  

(50 seats x 2 trips x 6 

days) 

100 600 170 1,20,000 

(600 seats x 170 

km.) 

Total 4,14,000 

aƻƴǘƘƭȅ hǇŜǊŀǝƴƎ /ƻǎǘ {ǘŀǘŜƳŜƴǘ 

 Particulars ό ύ ό ύ 

(i) wǳƴƴƛƴƎ /ƻǎǘǎ    

 5ƛŜǎŜƭ ϑόуΣтсл ƪƳ κр ƪƳύ Ȅ  флϒ  мΣртΣсулΦлл  

 [ǳōǊƛŎŀƴǘ ƻƛƭ ϑόуΣтсл ƪƳ κмллύ Ȅ  олϒ  нΣснуΦлл мΣслΣолуΦлл 

(ii) aŀƛƴǘŜƴŀƴŎŜ /ƻǎǘǎ    

 wŜǇŀƛǊǎ ϧ aŀƛƴǘŜƴŀƴŎŜ   5,000.00 

 {ǘŀƴŘƛƴƎ ŎƘŀǊƎŜǎ    

 {ŀƭŀǊȅ ǘƻ ŘǊƛǾŜǊ  олΣлллΦлл  

 {ŀƭŀǊȅ ǘƻ ŎƻƴŘǳŎǘƻǊ  нсΣлллΦлл  

 {ŀƭŀǊȅ ƻŦ ǇŀǊǘπǝƳŜ ŀŎŎƻǳƴǘŀƴǘ  тΣлллΦлл  

 LƴǎǳǊŀƴŎŜ ό  сΣллл ҏмнύ рллΦлл  

 wƻŀŘ ¢ŀȄ ό нмΣфмн κ мнύ мΣунсΦлл  

 tŜǊƳƛǘ CŜŜ  рллΦлл  

 5ŜǇǊŜŎƛŀǝƻƴ ϑό  мрΣллΣллл Ȅ ол҈ύ κ мнϒ  отΣрллΦлл мΣлоΣонсΦлл 

 ¢ƻǘŀƭ Ŏƻǎǘǎ ǇŜǊ ƳƻƴǘƘ ōŜŦƻǊŜ tŀǎǎŜƴƎŜǊ 

¢ŀȄ όƛύҌόƛƛύҌόƛƛƛύ  

 нΣсуΣсопΦлл 

 tŀǎǎŜƴƎŜǊ ¢ŀȄϝ   мΣлтΣпроΦсл 

 ¢ƻǘŀƭ /ƻǎǘ   оΣтсΣлутΦсл 

 !ŘŘΥ tǊƻŬǘϝ   мΣсмΣмулΦпл 
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 ¢ƻǘŀƭ ǘŀƪƛƴƎǎ ǇŜǊ ƳƻƴǘƘ   рΣотΣнсуΦлл 

ϝ[Ŝǘ ǘƻǘŀƭ ǘŀƪƛƴƎǎ ōŜ · ǘƘŜƴΣ  

· Ґ ¢ƻǘŀƭ Ŏƻǎǘǎ ǇŜǊ ƳƻƴǘƘ ōŜŦƻǊŜ ǇŀǎǎŜƴƎŜǊ ǘŀȄ Ҍ лΦн · όǇŀǎǎŜƴƎŜǊ ǘŀȄύ Ҍ лΦо · όǇǊƻŬǘύ  

· Ґ   нΣсуΣсоп Ҍ лΦн · Ҍ лΦо ·  

лΦр · Ґ   нΣсуΣсоп ƻǊΣ · Ґ   рΣотΣнсу  

tŀǎǎŜƴƎŜǊ ¢ŀȄ Ґ нл҈ ƻŦ   рΣотΣнсу Ґ   мΣлтΣпроΦсл  

tǊƻŬǘ Ґ ол҈ ƻŦ   рΣотΣнсу Ґ   мΣсмΣмулΦпл  

/ŀƭŎǳƭŀǝƻƴ ƻŦ wŀǘŜ ǇŜǊ ǇŀǎǎŜƴƎŜǊ ƪƳΦ ŀƴŘ ŦŀǊŜǎ ǘƻ ōŜ ŎƘŀǊƎŜŘ ŦƻǊ ŘƛũŜǊŜƴǘ ǊƻǳǘŜǎ 

wŀǘŜ ǇŜǊ tŀǎǎŜƴƎŜǊπYƳΦ Ґ ¢ƻǘŀƭ ǘŀƪƛƴƎǎ ǇŜǊ ƳƻƴǘƘ κ ¢ƻǘŀƭ tŀǎǎŜƴƎŜǊ πYƳΦ ǇŜǊ ƳƻƴǘƘ 

Ґ   рΣотΣнсу κ пΣмпΣллл tŀǎǎŜƴƎŜǊπYƳΦ Ґ   мΦол όŀǇǇǊƻȄΦύ 

.ǳǎ ŦŀǊŜ ǘƻ ōŜ ŎƘŀǊƎŜŘ ǇŜǊ ǇŀǎǎŜƴƎŜǊΥ 

5ŜƭƘƛ ǘƻ IƛǎŀǊ Ґ   мΦол Ȅ мсл ƪƳ Ґ   нлуΦлл 

5ŜƭƘƛ ǘƻ !ƭƛƎŀǊƘ Ґ   мΦол Ȅмсл ƪƳ Ґ   нлуΦлл 

5ŜƭƘƛ ǘƻ !ƭǿŀǊ Ґ   мΦол Ȅ мтл ƪƳ Ґ   ннмΦлл 

 

мпΦ 

i. Statement showing the expenses of operating a single bus and the fleet of 25 buses for a 

year 

tŀǊǝŎǳƭŀǊǎ 

 

tŜǊ ōǳǎ 

ǇŜǊ ŀƴƴǳƳ ό ύ 

CƭŜŜǘ ƻŦ нр ōǳǎŜǎ 

ǇŜǊ ŀƴƴǳƳ ό ύ 

wǳƴƴƛƴƎ ŎƻǎǘǎΥ ό!ύ    

5ƛŜǎŜƭ όwŜŦŜǊ ǘƻ ǿƻǊƪƛƴƎ ƴƻǘŜ мύ  нΣнмΣлрс ррΣнсΣплл 

wŜǇŀƛǊǎ ϧ ƳŀƛƴǘŜƴŀƴŎŜ ŎƻǎǘǎΥ ό.ύ  нлΣрлл рΣмнΣрлл 

   

CƛȄŜŘ ŎƘŀǊƎŜǎΥ    

5ǊƛǾŜǊϥǎ ǎŀƭŀǊȅ  

ό мнΣллл Ȅ мн ƳƻƴǘƘǎύ  

мΣппΣллл осΣллΣллл 

/ƭŜŀƴŜǊǎΩ ǎŀƭŀǊȅ  

ό уΣллл Ȅ мн ƳƻƴǘƘǎύ  

фсΣллл нпΣллΣллл 

[ƛŎŜƴŎŜ ŦŜŜΣ ǘŀȄŜǎ ŜǘŎΦ  уΣплл нΣмлΣллл 

LƴǎǳǊŀƴŎŜ  мрΣслл оΣфлΣллл 

5ŜǇǊŜŎƛŀǝƻƴ ώό нлΣллΣллл π  мΣслΣлллύ κ мс ȅŜŀǊǎϐ мΣмрΣллл нуΣтрΣллл 

¢ƻǘŀƭ ŬȄŜŘ ŎƘŀǊƎŜǎΥ ό/ύ  оΣтфΣллл фпΣтрΣллл 

¢ƻǘŀƭ ŜȄǇŜƴǎŜǎΥ ό!Ҍ.Ҍ/ύ  сΣнлΣррс мΣррΣмоΣфлл 

ii. Average cost per student per month in respect of students coming from a distance of: 
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όŀύ н ƪƳΦ ŦǊƻƳ ǘƘŜ ǎŎƘƻƻƭ ϑ  сΣнлΣррс κ όнос ǎǘǳŘŜƴǘǎ Ҏ мн ƳƻƴǘƘǎύϒ όwŜŦŜǊ ǘƻ 

²ƻǊƪƛƴƎ bƻǘŜ нύ  

  нмфΦмн 

όōύ п ƪƳΦ ŦǊƻƳ ǘƘŜ ǎŎƘƻƻƭ ό  нмфΦмн Ҏ нύ    поуΦнп 

όŎύ у ƪƳΦ ŦǊƻƳ ǘƘŜ ǎŎƘƻƻƭ ό  нмфΦмн Ҏ пύ    утсΦпу 

iii. Calculation of minimum bus fare to be recovered from the students during the year 2020:  

{ǘŀǘŜƳŜƴǘ ǎƘƻǿƛƴƎ ǘƘŜ ŜȄǇŜƴǎŜǎ ƻŦ ƻǇŜǊŀǝƴƎ ŀ ǎƛƴƎƭŜ ōǳǎ ƛƴ ȅŜŀǊ нлнл 

tŀǊǝŎǳƭŀǊǎ tŜǊ ōǳǎ ǇŜǊ ŀƴƴǳƳ ό ύ 

wǳƴƴƛƴƎ ŎƻǎǘǎΥ ό!ύ   

5ƛŜǎŜƭ όwŜŦŜǊ ǘƻ ǿƻǊƪƛƴƎ ƴƻǘŜ оύ  ссΣомсΦул 

wŜǇŀƛǊǎ ϧ ƳŀƛƴǘŜƴŀƴŎŜ ŎƻǎǘǎΥ ό.ύ  

ό  нлΣрлл Ȅ лΦтрύ  

мрΣотр 

 

CƛȄŜŘ ŎƘŀǊƎŜǎΥ   

5ǊƛǾŜǊϥǎ ǎŀƭŀǊȅ  

ϑ  мнΣллл Ҏ о ƳƻƴǘƘǎ Ҍ όтр҈ ƻŦ   мнΣллл Ҏ ф ƳƻƴǘƘǎύϒ  

мΣмтΣллл 

 

/ƭŜŀƴŜǊǎΩ ǎŀƭŀǊȅ  

ϑ  уΣллл Ҏ о ƳƻƴǘƘǎ Ҍ όтр҈ ƻŦ   уΣллл Ҏ ф ƳƻƴǘƘǎύϒ  

туΣллл 

 

[ƛŎŜƴŎŜ ŦŜŜΣ ǘŀȄŜǎ ŜǘŎΦ  уΣплл 

LƴǎǳǊŀƴŎŜ  мрΣслл 

5ŜǇǊŜŎƛŀǝƻƴ ό нлΣллΣллл π  мΣслΣллл κ мс ȅŜŀǊǎύ мΣмрΣллл 

¢ƻǘŀƭ ŬȄŜŘ ŎƘŀǊƎŜǎΥ ό/ύ   оΣопΣллл 

¢ƻǘŀƭ ŜȄǇŜƴǎŜǎΥ ό!Ҍ.Ҍ/ύ  пΣмрΣсфмΦул 

aƛƴƛƳǳƳ ōǳǎ ŦŀǊŜ ǘƻ ōŜ ǊŜŎƻǾŜǊŜŘΥ 

όŀύ н ƪƳΦ ŦǊƻƳ ǘƘŜ ǎŎƘƻƻƭ ϑ  пΣмрΣсфмΦу κ όнос ǎǘǳŘŜƴǘǎ Ҏ мн ƳƻƴǘƘǎύϒ 

όwŜŦŜǊ ǘƻ ²ƻǊƪƛƴƎ bƻǘŜ нύ  

  мпсΦту  

 

όōύ п ƪƳΦ ŦǊƻƳ ǘƘŜ ǎŎƘƻƻƭ ό  мпсΦту Ҏ нύ    нфоΦрс  

όŎύ у ƪƳΦ ŦǊƻƳ ǘƘŜ ǎŎƘƻƻƭ ό мпсΦту Ҏ пύ    рутΦмн  

²ƻǊƪƛƴƎ bƻǘŜǎΥ  

1. Calculation of diesel cost per bus:  

bƻΦ ƻŦ ǘǊƛǇǎ ƳŀŘŜ ōȅ ŀ ōǳǎ ŜŀŎƘ Řŀȅ  п 

5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ƛƴ ƻƴŜ ǘǊƛǇ ōƻǘƘ ǿŀȅǎ όу ƪƳΦ Ҏ н ǘǊƛǇǎύ мс ƪƳΦ 

5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ǇŜǊ Řŀȅ ōȅ ŀ ōǳǎ όмс ƪƳΦ Ҏ п ǎƘƛƊǎύ сп ƪƳΦ 

5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ŘǳǊƛƴƎ ŀ ƳƻƴǘƘ όсп ƪƳΦ Ҏ нн Řŀȅǎύ мΣплу ƪƳΦ 

5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ǇŜǊ ȅŜŀǊ όмΣплу Ҏ мл ƳƻƴǘƘǎύ мпΣлул ƪƳΦ 

bƻΦ ƻŦ ƭƛǘǊŜǎ ƻŦ ŘƛŜǎŜƭ ǊŜǉǳƛǊŜŘ ǇŜǊ ōǳǎ ǇŜǊ ȅŜŀǊ 

όмпΣлул ƪƳΦ ҏ р ƪƳΦύ 

нΣумс ƭƛǘǊŜǎ 

/ƻǎǘ ƻŦ ŘƛŜǎŜƭ ǇŜǊ ōǳǎ ǇŜǊ ȅŜŀǊ όнΣумс ƭƛǘǊŜǎ Ҏ   туΦрлύ  нΣнмΣлрс 
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2. Calculation of equivalent number of students per bus:  

.ǳǎ ŎŀǇŀŎƛǘȅ ƻŦ н ǘǊƛǇǎ όпл ǎǘǳŘŜƴǘǎ Ҏ н ǘǊƛǇǎύ ул ǎǘǳŘŜƴǘǎ 

мκпǘƘ ŦŀǊŜ ǎǘǳŘŜƴǘǎ όмр҈ Ҏ ул ǎǘǳŘŜƴǘǎύ мн ǎǘǳŘŜƴǘǎ 

ѹ ŦŀǊŜ ǎǘǳŘŜƴǘǎ όол҈ Ҏ ул ǎǘǳŘŜƴǘǎ Ҏ нύ όŜǉǳƛǾŀƭŜƴǘ ǘƻ мκпǘƘ ŦŀǊŜ 

ǎǘǳŘŜƴǘǎύ 

пу ǎǘǳŘŜƴǘǎ 

Cǳƭƭ ŦŀǊŜ ǎǘǳŘŜƴǘǎ όрр҈ Ҏ ул ǎǘǳŘŜƴǘǎ Ҏ пύ όŜǉǳƛǾŀƭŜƴǘ ǘƻ мκпǘƘ 

ŦŀǊŜ ǎǘǳŘŜƴǘǎύ 

мтс ǎǘǳŘŜƴǘǎ 

¢ƻǘŀƭ ǎǘǳŘŜƴǘǎ ŜǉǳƛǾŀƭŜƴǘ ǘƻ мκпǘƘ ŦŀǊŜ ǎǘǳŘŜƴǘǎ нос {ǘǳŘŜƴǘǎ 

3. Calculation of diesel cost per bus in Year 2020: 

5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ŘǳǊƛƴƎ ŀ ƳƻƴǘƘ όсп ƪƳΦ Ҏ нн Řŀȅǎύ  мΣплу ƪƳΦ 

5ƛǎǘŀƴŎŜ ǘǊŀǾŜƭƭŜŘ ŘǳǊƛƴƎ ǘƘŜ ȅŜŀǊ нлнл όмΣплу Ҏ о ƳƻƴǘƘǎύ  пΣннп ƪƳΦ 

bƻΦ ƻŦ ƭƛǘǊŜǎ ƻŦ ŘƛŜǎŜƭ ǊŜǉǳƛǊŜŘ ǇŜǊ ōǳǎ ǇŜǊ ȅŜŀǊ όпΣннп ƪƳΦ ҏ р ƪƳΦύ  уппΦу ƭƛǘǊŜǎ 

/ƻǎǘ ƻŦ ŘƛŜǎŜƭ ǇŜǊ ōǳǎ ǇŜǊ ȅŜŀǊ όуппΦу ƭƛǘǊŜǎ Ҏ   туΦрлύ    ссΣомсΦул 

 

мрΦ 

i. Operating Cost Sheet for the month of August, 2020 

 Particulars Amount (  ) 

 CƛȄŜŘ /ƘŀǊƎŜǎΥ  

 aŀƴŀƎŜǊΩǎ ǎŀƭŀǊȅ ό слΣллл Ҏ сл҈ύ  36,000 

 5ǊƛǾŜǊǎΩ {ŀƭŀǊȅ ό 20,000 x 30 drivers) сΣллΣллл 

 IŜƭǇŜǊǎΩ ǿŀƎŜǎ ό 12,000 x 25 helpers) оΣллΣллл 

 Insurance ( 8,40,000 ÷ 12 months) тлΣллл 

 wƻŀŘ ƭƛŎŜƴŎŜ ό сΣллΣллл ҏ мн ƳƻƴǘƘǎύ  рлΣллл 

 Garage rent ( 9,00,000 ÷ 12 month) трΣллл 

 Routine mechanical services оΣллΣллл 

 9ƭŜŎǘǊƛŎƛǘȅ ŎƘŀǊƎŜǎ όŦƻǊ ƻŶŎŜΣ ƎŀǊŀƎŜ ŀƴŘ ǿŀǎƘƛƴƎ ǎǘŀǝƻƴύ ррΣллл 

 Depreciation of vehicles сΣллΣллл 

 Apportioned workshop expenses ууΣллл 

 Total (A) нмΣтпΣллл 

 Variable Charges:   

 Loading and unloading charges (Working Note 1)  7,65,000 

 Consumable Stores  1,35,000 

 Cost of diesel (Working Note 2)  14,04,000 

 Lubricant, Oil etc.  1,15,000 

 Replacement of Tyres, Tubes & other parts  4,25,000 

 Total (B)  28,44,000 
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C.  Total Cost (A + B)  50,18,000 

D. Total Ton-kms (Working Note 3)  9,43,200 

E. /ƻǎǘ ǇŜǊ ǘƻƴπƪƳΦ ό/ ҏ 5ύ 5.32 

 

ii. Calculation of Chargeable Freight 

Cost per ton-km.    5.32 

!ŘŘΥ tǊƻŦƛǘ Ϫ нр҈ ƻƴ ŦǊŜƛƎƘǘ ƻǊ ооѺ҈ ƻƴ Ŏƻǎǘ    1.77 

/ƘŀǊƎŜŀōƭŜ ŦǊŜƛƎƘǘ ǇŜǊ ǘƻƴπƪƳΦ    7.09 

²ƻǊƪƛƴƎ bƻǘŜǎΥ  

мΦ ²ŀƎŜǎ ǇŀƛŘ ǘƻ ƭƻŀŘƛƴƎ ŀƴŘ ǳƴƭƻŀŘƛƴƎ ƭŀōƻǳǊǎ  

Numbers of vehicles available per day × No. of days × trips × wages per trip  

(20 vehicles × 90%) × 25 days × 2 trips ×  850  

18 × 25 × 2 × 850 =  7,65,000  

нΦ /ƻǎǘ ƻŦ 5ƛŜǎŜƭΥ  

Distance covered by each vehicle during August, 2020  

= 100 k.m x 2 x 25 days x 90% = 4,500 km. 

Consumption of diesel = 4,500 km x 20 vehicles / 5 k.m. = 18,000 litres  

Cost of diesel = 18,000 litres x   78 =  14,04,000. 

оΦ /ŀƭŎǳƭŀǝƻƴ ƻŦ ǘƻǘŀƭ ǘƻƴπƪƳΥ 

Total Ton-Km. = Total Capacity x Distance covered by each vehicle x Average Capacity 

Utilisation ratio. 

= [(5 x 9 MT) + (6 x 12MT) + (7 x 15 MT) + (2 x 20 MT) x 4,500 k.m. x (90% + 70%) / 2 

= (45 + 72 + 105 + 40) x 4,500 k.m. x 80% 

= 262 x 4,500 x 80%. 

= 9,43,200 ton-km. 

 

мсΦ 

/ŀƭŎǳƭŀǝƻƴ ƻŦ /ƻǎǘ ǇŜǊ ŀƴƴǳƳ 

tŀǊǝŎǳƭŀǊǎ !Ǌǘǎ ό ύ /ƻƳƳŜǊŎŜ ό ύ {ŎƛŜƴŎŜ ό ύ ¢ƻǘŀƭ ό ύ 

¢ŜŀŎƘŜǊǎΩ ǎŀƭŀǊȅ ό²Φb-1) 16,80,000 21,00,000 25,20,000 63,00,000 

Re-apportionment of Economics & 

aŀǘƘŜƳŀǘƛŎǎ ǘŜŀŎƘŜǊǎΩ ǎŀƭŀǊȅ ό²Φb- 2) 

(84,000) 1,45,091 (61,091) - 

tǊƛƴŎƛǇŀƭΩǎ ǎŀƭŀǊȅ ό²Φb-3) 1,24,800 1,87,200 2,88,000 6,00,000 

[ŀō ŀǎǎƛǎǘŀƴǘǎΩ ǎŀƭŀǊȅ (W.N-4) - - 1,72,800 1,72,800 

Salary to library staff (W.N-5) 43,200 28,800 57,600 1,29,600 

Salary to peons (W.N-6)  31,636 94,909 47,455 мΣтпΣллл 
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Salary to other staffs (W.N-7)  38,400 1,15,200 57,600 2,11,200 

Examination expenses (W.N- 8)  86,400 2,59,200 1,29,600 4,75,200 

Office & Administration expenses (W.N- 

7)  

1,21,600 3,64,800 1,82,400 6,68,800 

Annual Day expenses (W.N-7)  36,000 1,08,000 54,000 1,98,000 

Sports expenses (W.N- 7)  9,600 28,800 14,400 52,800 

Total Cost per annum  20,87,636 34,32,000 34,62,764 89,82,400 

(a) Calculation of cost per student per annum 

tŀǊǝŎǳƭŀǊǎ Arts (  ) Commerce ( ) Science ( ) Total (  ) 

Total Cost per annum  20,87,636  34,32,000  34,62,764  89,82,400  

No. of students  120 360 180 660 

Cost per student per annum  17,397 9,33 19,238 13,610 

(b) Calculation of profitability 

tŀǊǝŎǳƭŀǊǎ  !Ǌǘǎ ό ύ  /ƻƳƳŜǊŎŜ ό ύ  {ŎƛŜƴŎŜ ό ύ  ¢ƻǘŀƭ ό ύ  

Total Fees per annum  мнΣллл мнΣллл мнΣллл  

Cost per student per annum  мтΣофт 9,533 19,238  

Profit/ (Loss) per student per annum  (5,397)  2,467  (7,238)   

No. of students  120  360  180   

Total Profit/ (Loss)  (6,47,640)  8,88,120  (13,02,840)  (10,62,360)  

(c) Computation of fees to be charged to earn a 10% profit on cost 

Particulars Arts (  ) Commerce ( ) Science ( ) 

Cost per student per annum  17,397 9,533 19,238 

Add: Profit @10%  1,740 953 1,924 

Fees per annum  19,137 10,486 21,162 

Fees per month  1,595 874 1,764 

Working Notes: 

(1) ¢ŜŀŎƘŜǊΩǎ ǎŀƭŀǊȅ  

Particulars Arts Commerce Science 

No. of teachers  4 5 6 

Salary per annum (  )  4,20,000 4,20,000 4,20,000 

Total salary  16,80,000 21,00,000 25,20,000 

(2) Re-ŀǇǇƻǊǘƛƻƴƳŜƴǘ ƻŦ 9ŎƻƴƻƳƛŎǎ ŀƴŘ aŀǘƘŜƳŀǘƛŎǎ ǘŜŀŎƘŜǊǎΩ ǎŀƭŀǊȅ 

Particulars Economics Mathematics 

Arts Commerce Science Commerce 

No. of classes  832 208 940 160 

Salary re-apportionment (  )  (84,000) 84,000 (61,091) 61,091 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
р
ф 

 [(4,20,000 / 1,040) x 208] [(4,20,000 / 1,100) x 160] 

Total addition to Commerce stream =   84,000 +   61,091 =   1,45,091 

(1) tǊƛƴŎƛǇŀƭΩǎ ǎŀƭŀǊȅ Ƙŀǎ ōŜŜƴ ŀǇǇƻǊǘƛƻƴŜŘ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ǘƛƳŜ ǎǇŜƴǘ ōȅ ƘƛƳ ŦƻǊ administration of 

classes. 

(2) [ŀō ŀǘǘŜƴŘŀƴǘǎΩ ǎŀƭŀǊȅ Ƙŀǎ ōŜŜƴ ŀǇǇƻǊǘƛƻƴŜŘ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ ƭŀō ŎƭŀǎǎŜǎ ŀǘǘŜƴŘŜŘ ōȅ ǘƘŜ 

students. 

(3) Salary of library staffs are apportioned on the basis of time spent by the students in library. 

(4) Salary of Peons are apportioned on ǘƘŜ ōŀǎƛǎ ƻŦ ƴǳƳōŜǊ ƻŦ ǎǘǳŘŜƴǘǎΦ ¢ƘŜ ǇŜƻƴǎΩ ǎŀƭŀǊȅ ŀƭƭƻŎŀōƭŜ 

to higher secondary classes is calculated as below: 

 Amount (  ) 

Peon dedicated for higher secondary (1 peon ×  10,000 × 12 months) 1,20,000 

!ŘŘΥ мр҈ ƻŦ ƻǘƘŜǊ ǇŜƻƴǎΩ ǎŀƭŀǊȅ ϑмр҈ ƻŦ όо ǇŜƻƴǎ Ҏ  10,000 × 12 months)} 54,000 

 1,74,000 

(5) Salary to other staffs, office & administration cost, Annual day expenses and sports expenses are 

apportioned on the basis of number of students. 

(6) Examination Expenses has been apportioned taking number of students and number of 

examinations into account. 

 

мтΦ 

(i) Annual Cost Statement of four vehicles 

 (  ) 

Diesel {(4,21,632 km. ÷ 4 km) ×   60) (Refer to Working Note 1)  63,24,480 

Oil & sundries {(4,21,632 km. ÷ 100 km.) ×   525}  22,13,568 

Maintenance {(4,21,632 km. ×   0.75) +   18,000}  (Refer to Working Note 2)  3,34,224 

Drivers' salary {( 22,000 × 12 months) × 4 trucks} 10,56,000 

Licence and taxes (  15,000 × 4 trucks)  60,000 

Insurance  80,000 

Depreciation {( 29,00,000 ÷ 10 years) × 4 trucks}  11,60,000 

General overhead  1,10,840 

Total annual cost  1,13,39,112 

(ii) Cost per km. run 

Cost per kilometer run = Total annual cost of vehicles / Total kilometre travelled annually 

(Refer to Working Note 1) 

=  1,13,39,112 / 4,21,632 kms =  26.89 

(iii) Freight rate per tonne km (to yield a profit of 30% on freight) 

Cost per tonne km. = Total annual cost of three vehicles / Total effective tonnes kms. per 

annum (Refer to Working Note 1) 
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=   1,13,39,112 / 16,10,496 kms =  7.04 

Freight rate per tonne km (7.04 / 0.7 ) x 1 =  10.06 

Working Notes:  

1. Total kilometre travelled and tonnes kilometre (load carried) by four trucks in one year 

Truck 

number 

One way 

distance in 

kms 

No. of trips 

Total 

distance 

covered in 

km per day 

Load carried 

per trip / day 

in tonnes 

Total 

effective 

tonnes km 

1 48 4 384 6 1,152 

2 120 1 240 9 1,080 

3 90 2 360 8 1,440 

4 60 4 480 8 1,920 

Total   1,464  5,592 

Total kilometre travelled by four trucks in one year  

(1,464 km. × 24 days × 12 months) = 4,21,632  

Total effective tonnes kilometre of load carried by four trucks during one year  

(5,592 tonnes km. × 24 days × 12 months) = 16,10,496  

2. Fixed and variable component of maintenance cost: 

Variable maintenance cost per km = Difference in maintenance cost / Difference in distance 

travelled 

=  1,38,150 -  1,35,525 / 1,60,200 kms ς 1,56,700 kms  

=  0.75 

Fixed maintenance cost = Total maintenance costςVariable maintenance cost  

=  1,38,150 ς 1,60,200 kms ×   0.75 =   18,000 

 

муΦ 

(i) Total equivalent single room suites 

Nature of suite Occupancy (Room-days) Equivalent single room 

suites (Room-days) 

Single room suites 

 

36,000 

(100 rooms x 360 days x 100%) 

36,000 (36,000 x 1) 

Double rooms suites 

 

14,400 

(50 rooms x 360 days x 80%) 

36,000 (14,400 x 2.5) 

Triple rooms suites 

 

6,480 

(30 rooms x 360 days x 60%) 

32,400 (6,480 x 5) 

  1,04,400 

(ii) Statement of total cost: 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
с
м 

 (  ) 

S    Staff salaries  14,25,00,000 

wƻ  wƻƻƳ ŀǘǘŜƴŘŀƴǘǎΩ ǿŀƎŜǎ 4,50,00,000 

Lig Lighting, heating and power  2,15,00,000 

Re Repairs and renovation  1,23,50,000 

La  Sundry charges  80,50,000  

Int  decoration  74,00,000 

Su  Sundries  1,53,00,000 

 25,21,00,000 

BuiBuilding rent  

{(  10,00,000 x 12 months) + 5% on total taking}  

1,20,00,000 + 5% on total takings  

Total cost  26,41,00,000 + 5% on total takings  

Profit is 20% of total takings  

\Total takings =   26,41,00,000 + 25% (5% +20%) of total takings  

Let x be rent for single room suite  

Then 1,04,400 x = 26,41,00,000 + 0.25 × 1,04,400 x  

Or, 1,04,400 x = 26,41,00,000 + 26,100 x  

Or, 78,300 x = 26,41,00,000  

Or, x = 3,373  

(iii) Rent to be charged for single room suite =   3,373  

Rent for double rooms suites   3,373 x 2.5 =   8,432.5  

Rent for triple rooms suites   3,373 x 5 =   16,865 

 

 

 

 

  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
с
н 

CHAPTER 15: THEORIES 

мΦ .!{L/ /hb/9t¢{ 

vмΦ ²Ƙȅ ŀǊŜ Ŏƻǎǘ ŀƴŘ ƳŀƴŀƎŜƳŜƴǘ ŀŎŎƻǳƴǝƴƎ ƛƴŦƻǊƳŀǝƻƴ ŀǊŜ ǊŜǉǳƛǊŜŘ ōȅ ǘƘŜ ǎǘŀũ ŀǘ ƻǇŜǊŀǝƻƴŀƭ 

ƭŜǾŜƭΚ 5ŜǎŎǊƛōŜΦ aŀȅΩму 

 

!ƴǎǿŜǊ 

Operational level staffs - The operational level staffs like supervisors, foreman, team leaders are 

requiring information 

i. to know the objectives and performance goals for them 

ii. to know product and service specifications like volume, quality and process etc. 

iii. to know the performance parameters against which their performance is measured and 

evaluated. 

iv. to know divisional (responsibility centre) profitability etc. 

 

vнΦ 9ȄǇƭŀƛƴ hǇǇƻǊǘǳƴƛǘȅ /ƻǎǘ  

 

!ƴǎǿŜǊ 

This cost refers to the value of sacrifice made or benefit of opportunity foregone in accepting an 

alternative course of action. For example, a firm financing its expansion plan by withdrawing money 

from its bank deposits. In such a case the loss of interest on the bank deposit is the opportunity cost 

for carrying out the expansion plan. 

 

vоΦ 5ƛǎŎǳǎǎ ƻƴ 5ƛǎŎǊŜǝƻƴŀǊȅ /ƻǎǘ /ŜƴǘǊŜ ŀƴŘ LƴǾŜǎǘƳŜƴǘ /ŜƴǘǊŜΦ w¢t aŀȅΩмуΤ w¢t bƻǾ нл 

 

!ƴǎǿŜǊ 

Discretionary Cost Centre: The cost centre whose output cannot be measured in financial terms, 

thus input-output ratio cannot be defined. The cost of input is compared with allocated budget for 

the activity. Example of discretionary cost centres are Research & Development department, 

Advertisement department where output of these department cannot be measured with certainty 

and corelated with cost incurred on inputs. 

 

Investment Centres: These are the responsibility centres which are not only responsible for 

profitability but also has the authority to make capital investment decisions. The performance of 

these responsibility centres are measured on the basis of Return on Investment (ROI) besides profit. 

Examples of investment centres are Maharatna, Navratna and Miniratna companies of Public Sector 

Undertakings of Central Government. 
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!ƴǎǿŜǊ  

The essential features, which a good cost and management accounting system should possess, are as 

follows: 

i. Informative and simple: Cost and management accounting system should be tailor-made, 

practical, simple and capable of meeting the requirements of a business concern. The system of 

costing should not sacrifice the utility by introducing meticulous and unnecessary   details. 

ii. Accurate and authentic: The data to be used by the cost and management accounting system 

should be accurate and authenticated; otherwise, it may distort the output of the system and a 

wrong decision may be taken. 

iii. Uniformity and consistency: There should be uniformity and consistency in classification, 

treatment and reporting of cost data and related information. This is required for benchmarking 

and comparability of the results of the system for both horizontal and vertical   analysis. 

iv. Integrated and inclusive: The cost and management accounting system should be integrated with 

other systems like financial accounting, taxation, statistics and operational research etc. to have 

a complete overview and clarity in results. 

v. Flexible and adaptive: The cost and management accounting system should be flexible enough to 

make necessary amendments and modification in the system to incorporate changes in 

technological, reporting, regulatory and other requirements. 

vi. Trust on the system: Management should have trust on the system and its output. For this, an 

active role of management is required for the development of such a system that reflects a strong 

conviction in using information for decision making. 

 

vрΦ 5ƛǎǝƴƎǳƛǎƘ ōŜǘǿŜŜƴ /ƻǎǘ /ƻƴǘǊƻƭ ŀƴŘ /ƻǎǘ wŜŘǳŎǝƻƴΦ w¢t bƻǾΩмуΤ a¢t !ǳƎΩмуΤ w¢t aŀȅΩмфΤ 

a¢t !ǇǊƛƭΩмфΤ aŀȅΩмф 

 

!ƴǎǿŜǊ 

Cost Control Cost Reduction 

1. Cost control aims at maintaining the costs in 

accordance with the established standards. 

1. Cost reduction is concerned with reducing 

costs. It challenges all standards and 

endeavours to better them continuously 

2. Cost control seeks to attain lowest possible 

cost under existing conditions. 

2. Cost reduction recognises no condition as 

permanent, since a change will result in 

lower cost. 

3. In case of cost control, emphasis is on past 

and present 

3. In case of cost reduction, it is on present 

and future. 
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4. Cost control is a preventive function 4. Cost reduction is a corrective function. It 

operates even when an efficient cost 

control system exists. 

5. Cost control ends when targets are 

achieved. 

5. Cost reduction has no visible end. 
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!ƴǎǿŜǊΥ 

Controllable costs and Uncontrollable costs: 

Cost that can be controlled, typically by a cost, profit or investment centre manager is called 

controllable cost. Controllable costs incurred in a particular responsibility centre can be influenced 

by the action of the executive heading that responsibility   centre. 

Costs which cannot be influenced by the action of a specified member of an undertaking are known 

as uncontrollable costs. 

 

vтΦ 5ƛũŜǊŜƴǝŀǘŜ ōŜǘǿŜŜƴ /ƻǎǘ !ŎŎƻǳƴǝƴƎ ŀƴŘ aŀƴŀƎŜƳŜƴǘ !ŎŎƻǳƴǝƴƎΦ w¢t bƻǾΩмфΤ w¢t aŀȅΩнл 

 

!ƴǎǿŜǊ  

  Cost Accounting Management Accounting 

(i) Nature It records the quantitative aspect 

only. 

It records both qualitative and 

quantitative aspect. 

(ii) Objective It records the cost of producing a 

product and providing a service. 

It Provides information to 

management for planning and 

co-ordination. 

(iii) Area It only deals with cost 

Ascertainment. 

It is wider in scope as it includes 

financial accounting, budgeting, 

taxation, planning etc. 

(iv) Recording of data It uses both past and present 

figures. 

It is focused with the projection 

of figures for future. 

(v) Development Its development is related to 

industrial revolution. 

It develops in accordance to the 

need of modern business world. 

(vi) Rules and 

Regulation 

It follows certain principles and 

procedures for recording costs of 

different products. 

It does not follow any specific 

rules and regulations. 
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vуΦ 5ƛǎŎǳǎǎ Ŏƻǎǘ ŎƭŀǎǎƛŬŎŀǝƻƴ ōŀǎŜŘ ƻƴ ǾŀǊƛŀōƛƭƛǘȅΦ a¢t aŀǊΩму 

 

!ƴǎǿŜǊ 

Cost classification based on variability 

i. Fixed Costs ς These are the costs which are incurred for a period, and which, within certain output 

and turnover limits, tend to be unaffected by fluctuations in the levels of activity (output or 

turnover). They do not tend to increase or decrease with the changes in output. 

For example, rent, insurance of factory building etc., remain the same for different levels of 

production. 

ii. Variable Costs ς These costs tend to vary with the volume of activity. Any increase in the activity 

results in an increase in the variable cost and vice-versa. For example, cost of direct labour, etc. 

iii. Semi-variable Costs ς These costs contain both fixed and variable components and are thus partly 

affected by fluctuations in the level of activity. Examples of semi variable costs are telephone bills, 

gas and electricity etc. 

 

vфΦ 5ƛǎŎǳǎǎ ǘƘŜ ŦƻǳǊ ŘƛũŜǊŜƴǘ ƳŜǘƘƻŘǎ ƻŦ ŎƻǎǝƴƎ ŀƭƻƴƎ ǿƛǘƘ ǘƘŜƛǊ ŀǇǇƭƛŎŀōƛƭƛǘȅ ǘƻ ŎƻƴŎŜǊƴŜŘ 

ƛƴŘǳǎǘǊȅΚ a¢t aŀǊΩму 

 

!ƴǎǿŜǊΥ 

Four different methods of costing along with their applicability to concerned industry have been 

discussed as below: 

i. Job Costing: The objective under this method of costing is to ascertain the cost of each job order. 

A job card is prepared for each job to accumulate costs. The cost of the job is determined by 

adding all costs against the job it has incurred. This method of costing is used in printing press, 

foundries and general engineering workshops, advertising etc. 

ii. Batch Costing: This system of costing is used where small components/ parts of the same kind are 

required to be manufactured in large quantities. Here batch of similar products is treated as a job 

and cost of such a job is ascertained as discussed under (1), above. If in a cycle manufacturing unit, 

rims are produced in batches of 2,500 units each, then the cost will be determined in relation to 

a batch of 2,500 units. 

iii. Contract Costing: If a job is very big and takes a long time for its completion, then method used 

for costing is known as Contract Costing. Here the cost of each contract is ascertained separately. 

It is suitable for firms engaged in the construction of bridges, roads, buildings etc. 

iv. Operating Costing: The method of Costing used in service rendering undertakings is known as 

operating costing. This method of costing is used in undertakings like transport, supply of water, 

telephone services, hospitals, nursing homes etc. 
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!ƴǎǿŜǊΥ  

Before setting up a system of cost accounting the under mentioned factors should be studied: 

i. Objective: The objective of costing system, for example whether it is being introduced for fixing 

prices or for insisting a system of cost control. 

ii. Nature of Business or Industry: The Industry in which business is operating. Every business 

industry has its own peculiarity and objectives. According to its cost information requirement cost 

accounting methods are followed. For example, an oil refinery maintains process wise cost 

accounts to find out cost incurred on a particular process say in crude refinement process etc. 

iii. Organisational Hierarchy: Costing system should fulfil the information requirements of different 

levels of management. Top management is concerned with the corporate strategy, strategic level 

management is concerned with marketing strategy, product diversification, product pricing etc. 

Operational level management needs the information on standard quantity to be consumed, 

report on idle time etc. 

iv. Knowing the product: Nature of product determines the type of costing system to be 

implemented. The product which has by-products requires costing system which account for by-

products as well. In case of perishable or short self-life, marginal costing method is required to 

know the contribution and minimum price at which it can be   sold. 

v. Knowing the production process: A good costing system can never be established without the 

complete knowledge of the production process. Cost apportionment can be done on the most 

appropriate and scientific basis if a cost accountant can identify degree of effort or resources 

consumed in a particular process. This also includes some basic technical know-how and process 

peculiarity. 

vi. Information synchronisation: Establishment of a department or a system requires substantial 

amount of organisational resources. While drafting a costing system, information needs of various 

other departments should be taken into account. For example, in a typical business organisation 

accounts department needs to submit monthly stock statement to its lender bank, quantity wise 

stock details at the time of filing returns to tax authorities etc. 

vii. Method of maintenance of cost records: The manner in which Cost and Financial accounts could 

be inter-locked into a single integral accounting system and how the results of separate sets of 

accounts i.e. cost and financial, could be reconciled by means of control accounts. 

viii. Statutory compliances and audit: Records are to be maintained to comply with statutory 

requirements and applicable cost accounting standards to be followed. 

ix. Information Attributes: Information generated from the Costing system should possess all the 

attributes of information i.e. complete, accurate, timeliness, relevant etc. to have an effective 

management information system (MIS).  
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vммΦ {ǘŀǘŜ ǘƘŜ ƭƛƳƛǘŀǝƻƴǎ ƻŦ Ŏƻǎǘ ŀƴŘ ƳŀƴŀƎŜƳŜƴǘ ŀŎŎƻǳƴǝƴƎΦ 

 

!ƴǎǿŜǊ 

Like other branches of accounting, cost and management accounting is also having certain limitations. 

The limitations of cost and management accounting are as follows: 

1. Expensive: It is expensive because analysis, allocation and absorption of overheads require 

considerable amount of additional work, and hence additional   money. 

2. Requirement of Reconciliation: The results shown by cost accounts differ from those shown by 

financial accounts. Thus, Preparation of reconciliation statements is necessary to verify their 

accuracy. 

3. Duplication of Work: It involves duplication of work as organization has to maintain two sets of 

accounts i.e., Financial Account and Cost Account. 

4. Inefficiency: Costing system itself does not control costs but its usage does. 

 

vмнΦ 5ƛǎŎǳǎǎ ǘƘŜ ƛƳǇŀŎǘ ƻŦ LƴŦƻǊƳŀǝƻƴ ¢ŜŎƘƴƻƭƻƎȅ ƛƴ /ƻǎǘ !ŎŎƻǳƴǝƴƎΦ 

 

!ƴǎǿŜǊΥ  

The impact of IT in cost accounting may include the followings: 

i. After the introduction of ERPs, different functional activities get integrated and as a consequence a 

single entry into the accounting system provides custom made reports for every purpose and saves 

an organisation from preparing different sets of documents. Reconciliation process of results of 

both cost and financial accounting systems become simpler and less sophisticated. 

ii. A move towards paperless environment can be seen where documents like Bill of Material, 

Material Requisition Note, Goods Received Note, labour utilisation report etc. are no longer 

required to be prepared in multiple copies, the related department can get e-copy from the 

system. 

iii. Information Technology with the help of internet (including intranet and extranet) helps in 

resource procurement and mobilisation. For example, production department can get 

materials from the stores without issuing material requisition note physically. Similarly, 

purchase orders can be initiated to the suppliers with the help of extranet. This enables an entity 

to shift towards Just-in-Time (JIT) approach of inventory management and production. 

iv. Cost information for a cost centre or cost object is ascertained with accuracy in timely manner. 

Each cost centre and cost object is codified and all related costs are assigned to the cost object 

or cost centre. This process automates the cost accumulation and ascertainment process. The 

cost information can be customised as per the requirement. For example, when an entity 

manufacture or provide services, it can know information job-wise, batch-wise, process-wise, 

cost centre wise etc. 
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v. Uniformity in preparation of report, budgets and standards can be achieved with the help of IT. 

ERP software plays an important role in bringing uniformity irrespective of location, currency, 

language  and regulations. 

vi. Cost and revenue variance reports are generated in real time basis which enables the 

management to take control measures immediately. 

IT enables an entity to monitor and analyse each process of manufacturing or service activity 

closely to eliminate non value added activities. 

 

vмоΦ 9ȄǇƭŀƛƴ ǘƘŜ ŘƛũŜǊŜƴŎŜ ōŜǘǿŜŜƴ ǇǊƻŘǳŎǘ Ŏƻǎǘ ŀƴŘ ǇŜǊƛƻŘ ŎƻǎǘΦ 

 

!ƴǎǿŜǊΥ  

Product costs are those costs that are identified with the goods purchased or produced for resale. In 

a manufacturing organisation they are attached to the product and that are included in the inventory 

valuation for finished goods, or for incomplete goods. Product cost is also known as inventoriable 

cost. Under absorption costing method it includes direct material, direct labour, direct expenses, 

directly attributable costs (variable and non-variable) and other production (manufacturing) 

overheads. Under marginal costing method Product Costs includes all variable production costs and 

the all-fixed costs are deducted from the   contribution. 

Periods costs are the costs, which are not assigned to the products but are charged as expense against 

revenue of the period in which they are incurred. General Administration, marketing, sales and 

distributor overheads are recognized as period costs. 

 

vмпΦ aŜƴǝƻƴ ŀƴŘ ŜȄǇƭŀƛƴ ǘȅǇŜǎ ƻŦ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ ŎŜƴǘǊŜǎΦ bƻǾΩму 

 

!ƴǎǿŜǊΥ  

There are four types of responsibility centres: 

i. Cost Centres: The responsibility centre which is held accountable for incurrence of costs which 

are under its control. The performance of this responsibility centre is measured against pre-

determined standards or budgets. The cost centres are of two types: 

(a) Standard Cost Centre and (b) Discretionary Cost Centre 

ii. Revenue Centres: The responsibility centres which are accountable for generation of revenue for 

the entity. Sales Department for example, is the responsible for achievement of sales target and 

revenue generation. Though, revenue centres does not have control on the all expenditures it 

incurs but some time expenditures related with selling activities like commission to sales person 

etc. are incurred by revenue centres. 

iii. Profit Centres: These are the responsibility centres which have both responsibility of generation 

of revenue and incurrence of expenditures. Since, managers of profit centres are accountable for 
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both costs as well as revenue, profitability is the basis for measurement of performance of these 

responsibility centres. Examples of profit centres are decentralised branches of an organisation. 

iv. Investment Centres: These are the responsibility centres which are not only responsible for 

profitability but also has the authority to make capital investment decisions. The performance of 

these responsibility centres is measured based on Return on Investment (ROI) besides profit. 

 

vмрΦ bŀǊǊŀǘŜ ǘƘŜ ƻōƧŜŎǝǾŜǎ ƻŦ Ŏƻǎǘ ŀŎŎƻǳƴǝƴƎΦ w¢t bƻǾно 

 

!ƴǎǿŜǊ 

¢ƘŜ Ƴŀƛƴ ƻōƧŜŎǝǾŜǎ ƻŦ ƛƴǘǊƻŘǳŎǝƻƴ ƻŦ ŀ /ƻǎǘ !ŎŎƻǳƴǝƴƎ {ȅǎǘŜƳ ƛƴ ŀ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ƻǊƎŀƴƛȊŀǝƻƴ ŀǊŜ 

ŀǎ ŦƻƭƭƻǿǎΥ 

όƛύ Ascertainment of cost: The main objective of a Cost Accounting system is to ascertain cost for 

cost objects. Costing may be post completion or continuous but the aim is to arrive at a complete 

and accurate cost figure to assist the users to compare, control and make various decisions. 

όƛƛύ Determination of selling price: Cost Accounting System in a manufacturing organisation enables 

to determine desired selling price after adding expected profit margin with the cost of the goods 

manufactured. 

όƛƛƛύ Cost control and Cost reduction: Cost Accounting System equips the cost controller to adhere 

and control the cost estimate or cost budget and assist them to identify the areas of cost 

reduction. 

όƛǾύ Ascertainment of profit of each activity: Cost Accounting System helps to classify cost on the 

basis of activity to ascertain activity wise profitability. 

όǾύ Assisting in managerial decision making: Cost Accounting System provides relevant cost 

information and assists managers to make various decisions. 
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!ƴǎǿŜǊ 

Cost allocation is the allotment of whole item of cost to a cost centre or a cost unit. In other words, 

it is the process of identifying, assigning or allowing cost to a cost centre or a cost unit. 

Cost absorption is the process of absorbing all indirect costs or overhead costs allocated or 

apportioned over particular cost center or production department by the units produced. 

 

vмтΦ  IŜŀƭǘƘ ²ŜŀƭǘƘ IƻǎǇƛǘŀƭ ƛǎ ƛƴǘŜǊŜǎǘŜŘ ƛƴ ŜǎǝƳŀǝƴƎ ǘƘŜ Ŏƻǎǘ ŦƻǊ ŜŀŎƘ ǇŀǝŜƴǘ ǎǘŀȅΦ ¢ƘŜ ƘƻǎǇƛǘŀƭ 

ƻũŜǊǎ ƎŜƴŜǊŀƭ ƘŜŀƭǘƘ ŎŀǊŜ ŦŀŎƛƭƛǘȅ ƛΦŜΦ ƻƴƭȅ ōŀǎƛŎ ǎŜǊǾƛŎŜǎΦ w¢t bƻǾ нн 

You are required to: 

1. CLASSIFY each of the following costs as either direct or indirect with respect to each patient. 
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2. CLASSIFY each of the following costs as either fixed or variable with respect to hospital costs per 

day. 

 Direct Indirect Fixed Variable 

Electronic monitoring             

Meals for patients             

Nurses' salaries             

Parking maintenance             

Security             

 

!ƴǎǿŜǊ 

Item Direct Indirect Fixed Variable 

Electronic monitoring YES   YES 

Meals for patients YES   YES 

Nurses' salaries  YES YES  

Parking maintenance  YES YES  

Security  YES YES  

 

vмуΦ ²Ƙŀǘ ŀǊŜ Ŏƻǎǘ ǳƴƛǘǎΚ ²ǊƛǘŜ ǘƘŜ Ŏƻǎǘ ǳƴƛǘ ōŀǎƛǎ ŀƎŀƛƴǎǘ ŜŀŎƘ ƻŦ ǘƘŜ ŦƻƭƭƻǿƛƴƎ LƴŘǳǎǘǊȅκtǊƻŘǳŎǘπ

!ǳǘƻƳƻōƛƭŜΣ {ǘŜŜƭΣ /ŜƳŜƴǘΣ /ƘŜƳƛŎŀƭǎΣ tƻǿŜǊ ŀƴŘ ¢ǊŀƴǎǇƻǊǘΦ w¢t bƻǾ нн 

 

!ƴǎǿŜǊ 

Cost units are usually the units of physical measurement like number, weight, area, volume, length, 

time and value. 

Industry or Product Cost Unit Basis 

Automobile Number 

Steel Ton 

Cement Ton/ per bag etc. 

Chemicals Litre, gallon, kilogram, ton etc. 

Power Kilo-watt hour (kWh) 

Transport Passenger- kilometer 

 

vмфΦ 5ŜŬƴŜ Ŏƻǎǘ ƻōƧŜŎǘǎ ŀƴŘ ƎƛǾŜ ŜȄŀƳǇƭŜǎ ƻŦ ŀƴȅ ŦƻǳǊ Ŏƻǎǘ ƻōƧŜŎǘǎ    aŀȅно  

 

!ƴǎǿŜǊ 

5ŜŬƴƛǝƻƴ ƻŦ Ŏƻǎǘ ƻōƧŜŎǘǎ 

/ƻǎǘ ƻōƧŜŎǘ ƛǎ ŀƴȅǘƘƛƴƎ ŦƻǊ ǿƘƛŎƘ ŀ ǎŜǇŀǊŀǘŜ ƳŜŀǎǳǊŜƳŜƴǘ ƻŦ Ŏƻǎǘ ƛǎ ǊŜǉǳƛǊŜŘΦ /ƻǎǘ ƻōƧŜŎǘ Ƴŀȅ ōŜ ŀ 

ǇǊƻŘǳŎǘΣ ŀ ǎŜǊǾƛŎŜΣ ŀ ǇǊƻƧŜŎǘΣ ŀ ŎǳǎǘƻƳŜǊΣ ŀ ōǊŀƴŘ ŎŀǘŜƎƻǊȅΣ ŀƴ ŀŎǘƛǾƛǘȅΣ ŀ ŘŜǇŀǊǘƳŜƴǘ ƻǊ ŀ ǇǊƻƎǊŀƳƳŜ ŜǘŎΦ 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
т
м 

9ȄŀƳǇƭŜǎ ƻŦ Ŏƻǎǘ ƻōƧŜŎǘǎ 

Product Smart phone, Tablet computer, SUV Car, Book etc. 

Service An airline flight from Delhi to Mumbai, Concurrent audit assignment, Utility bill 

payment facility etc. 

Project Metro Rail project, Road projects etc. 

Activity Quality inspection of materials, Placing of orders etc. 

Process Refinement of crudes in oil refineries, melting of billets or ingots in rolling mills etc. 

Department Production department, Finance & Accounts, Safety etc. 

 

vнлΦ {ǳƎƎŜǎǘ ŀƴȅ ƻƴŜ ōŀǎƛǎ ƻŦ ǊŜπŀǇǇƻǊǝƻƴƳŜƴǘ ƻŦ ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘ ƻǾŜǊƘŜŀŘǎ ƻǾŜǊ ǇǊƻŘǳŎǝƻƴ 

ŘŜǇŀǊǘƳŜƴǘǎ ƛƴ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ƛƴǎǘŀƴŎŜǎΥ   aŀȅ но 
 

Cost of Service Department Basis 

(i) Maintenance and Repair Shop  

(ii) Hospital and Dispensary 

(iii) Fire Protection 

(iv) Stores Department 

(v)Transport Department 

(vi) Computer Section 

(vii) Power House (Electric Power Cost) 

(viii) Inspection 

(ix) Tool Room 

(x) Time- keeping 

 

!ƴǎǿŜǊ 

.ŀǎƛǎ ƻŦ ǊŜπŀǇǇƻǊǝƻƴƳŜƴǘ ƻŦ ǎŜǊǾƛŎŜ ŘŜǇŀǊǘƳŜƴǘ ƻǾŜǊƘŜŀŘǎ ƻǾŜǊ ǇǊƻŘǳŎǝƻƴ ŘŜǇŀǊǘƳŜƴǘǎ 

Cost of the Service Departments: Basis 

(i) Maintenance and Repair shop Direct labour hours, Machine hours, Direct labour wages, 

Asset value x Hours worked 

(ii) Hospital and Dispensary No. of employees, No. of direct workers etc. 

(iii) Fire Protection Capital values 

(iv) Stores Department No. of requisitions, Weight or value of Materials issued. 

(v) Transport Department Crane hours, Truck hours, Truck mileage, Truck tonnage, Truck 

ton- hours, Tonnage handled. No. of packages of Standard size 

(vi) Computer Section Computer hours, Specific allocation to departments 

(vii) Power House (Electric Power Horse power, Kwh, Horse power × Machine hours, Kwh × 
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Cost) Machine hours 

(viii) Inspection Inspection hours, number of inspections. 

(ix) Tool room Direct labour hours, Machine hours, Direct labour wages, 

Asset value x Hours worked 

(x) Time-keeping No. of card punched, No. of employees 

 

vнмΦ aŜƴǝƻƴ ǘƘŜ Ŏƻǎǘ ǳƴƛǘǎ όǇƘȅǎƛŎŀƭ ƳŜŀǎǳǊŜƳŜƴǘǎύ ŦƻǊ ǘƘŜ ŦƻƭƭƻǿƛƴƎ LƴŘǳǎǘǊȅκǇǊƻŘǳŎǘ  Τ bƻǾ нн 

όƛύ Automobile 

όƛƛύ Gas 

όƛƛƛύ Brick works 

όƛǾύ Power 

όǾύ Steel 

όǾƛύ Transport (by road) 

όǾƛƛύ Chemical 

όǾƛƛƛύ Oil 

όƛȄύ Brewing 

όȄύ Cement  

 

!ƴǎǿŜǊ 

 

Industry or Product Cost Units 

Automobile Number 

Gas Cubic feet 

Brick works 1,000 bricks 

Power Kilo-watt hour (kWh) 

Steel Tonne 

Transport (by road) Passenger- kilometer or Tonne-kilometer 

Chemical Litre, gallon, kilogram, tonne etc. 

Oil Barrel, tonne, litre 

Brewing Barrel 

Cement Ton/ per bag etc. 

 

vннΦ ²ǊƛǘŜ Řƻǿƴ ǘƘŜ ǘǊŜŀǘƳŜƴǘ ƻŦ ŦƻƭƭƻǿƛƴƎ ƛǘŜƳǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǇǳǊŎƘŀǎŜ ƻŦ ƳŀǘŜǊƛŀƭǎΦ όaŀȅ ннύ 

όƛύ Cash discount 

όƛƛύ IGST 

όƛƛƛύ Demurrage 

όƛǾύ Shortage 



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 

t
ŀ
Ǝ
Ŝ
о
т
о 

όǾύ Basic Custom Duty 

 

!ƴǎǿŜǊ 

¢ǊŜŀǘƳŜƴǘ ƻŦ ƛǘŜƳǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǇǳǊŎƘŀǎŜ ƻŦ ƳŀǘŜǊƛŀƭǎ ƛǎ ǘŀōǳƭŀǘŜŘ ŀǎ ōŜƭƻǿ 

S. 

No. 

Items Treatment 

(i) Cash Discount Cash discount is not deducted from the purchase price. It is 

treated as interest and finance charges. It is ignored. 

(ii) Integrated Goods and 

Service Tax (IGST) 

Integrated Goods and Service Tax (IGST) is paid on inter- state 

supply of goods and provision of services and collected from the 

buyers. It is excluded from the cost of purchase if credit for the 

same is available. Unless mentioned specifically it should not form 

part of cost of purchase. 

(iii) Demurrage Demurrage is a penalty imposed by the transporter for delay in 

uploading or offloading of materials. It is an abnormal cost and not 

included with cost of purchase 

(iv) Shortage Shortage in materials are treated as follows: 

Shortage due to normal reasons: Good units absorb the cost of 

shortage due to normal reasons. Losses due to breaking of bulk, 

evaporation, or due to any unavoidable conditions etc. are the 

reasons of normal loss. 

Shortage due to abnormal reasons: Shortage arises due to 

abnormal reasons such as material mishandling, pilferage, or due 

to any avoidable reasons are not absorbed by the good units. 

Losses due to abnormal reasons are debited to costing profit and 

loss account. 

(v) Basic Custom Duty Basic Custom duty is paid on import of goods from outside India. 

It is added with the purchase cost. 
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vмΦ 9ȄǇƭŀƛƴ ΨWǳǎǘ ƛƴ ¢ƛƳŜΩ όWL¢ύ ŀǇǇǊƻŀŎƘ ƻŦ ƛƴǾŜƴǘƻǊȅ ƳŀƴŀƎŜƳŜƴǘΦ    aŀȅΩму 

 

!ƴǎǿŜǊ 

Just in Time (JIT) Inventory Management 

JIT is a system of inventory management with an approach to have zero inventories in stores. 

According to this approach material should only be purchased when it is actually required for 

production. 

JIT is based on two principles 

i. Produce goods only when it is required and 

ii. the products should be delivered to customers at the time only when they   want. 

It is also known as Ψ5ŜƳŀƴŘ ǇǳƭƭΩ ƻǊ Ψtǳƭƭ ǘƘǊƻǳƎƘΩ ǎȅǎǘŜƳ of production. In this system, production 

process actually starts after the order for the products is received. Based on the demand, production 

process starts and the requirement for raw materials is sent to the purchase department for purchase. 

This can be understood with the help of the following   diagram: 

 

 

vнΦ 9ȄǇƭŀƛƴ ƻōǎƻƭŜǎŎŜƴŎŜ ŀƴŘ ŎƛǊŎǳƳǎǘŀƴŎŜǎ ǳƴŘŜǊ ǿƘƛŎƘ ƳŀǘŜǊƛŀƭǎ ōŜŎƻƳŜ ƻōǎƻƭŜǘŜΦ {ǘŀǘŜ ǘƘŜ 

ǎǘŜǇǎ ǘƻ ōŜ ǘŀƪŜƴ ŦƻǊ ƛǘǎ ǘǊŜŀǘƳŜƴǘΦ bƻǾΩму 

 

!ƴǎǿŜǊ  

Obsolescence: hōǎƻƭŜǎŎŜƴŎŜ ƛǎ ŘŜŦƛƴŜŘ ŀǎ άǘƘŜ ƭƻǎǎ ƛƴ ǘƘŜ ƛƴǘǊƛƴǎƛŎ ǾŀƭǳŜ ƻŦ ŀƴ ŀǎǎŜǘ ŘǳŜ ǘƻ ƛǘǎ 

ǎǳǇŜǊǎŜǎǎƛƻƴέΦ 

Materials may become obsolete under any of the following circumstances: 

i. where it is a spare part, or a component of a machinery used in manufacture and that machinery 

becomes obsolete; 

ii. where it is used in the manufacture of a product which has become obsolete; 

iii. where the material itself is replaced by another material due to either improved quality or fall in 

price. 

Treatment: In all three cases, the value of the obsolete material held in stock is a total loss and 

immediate steps should be taken to dispose it off at the best available price. The loss arising out of 

obsolete materials on abnormal loss does not form part of the cost of manufacture. 
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vоΦ 5ŜŬƴŜ LƴǾŜƴǘƻǊȅ /ƻƴǘǊƻƭ ŀƴŘ ƎƛǾŜ ƛǘǎ ƻōƧŜŎǝǾŜǎΦ bƻǾΩмф 

 

!ƴǎǿŜǊ 

Inventory Control: The Chartered Institute of Management Accountants (CIMA) defines Inventory 

/ƻƴǘǊƻƭ ŀǎ ά¢ƘŜ ŦǳƴŎǘƛƻƴ ƻŦ ŜƴǎǳǊƛƴƎ ǘƘŀǘ ǎǳŦŦƛŎient goods are retained in stock to meet all 

ǊŜǉǳƛǊŜƳŜƴǘǎ ǿƛǘƘƻǳǘ ŎŀǊǊȅƛƴƎ ǳƴƴŜŎŜǎǎŀǊƛƭȅ ƭŀǊƎŜ ǎǘƻŎƪǎΦέ 

The objective of inventory control is to make a balance between sufficient stock and over - stock. 

The stock maintained should be sufficient to meet the production requirements so that uninterrupted 

production flow can be maintained. Insufficient stock not only pause the production but also cause a 

loss of revenue and goodwill. On the other hand, Inventory requires some funds for purchase, storage, 

maintenance of materials with a risk of obsolescence, pilferage etc. A trade-off between Stock-out 

and Over-stocking is required. The management may employ various methods of Inventory control to 

have a balance. Management may adopt the following basis for Inventory control: 

 

 

vпΦ 5ƛǎǝƴƎǳƛǎƘ ōŜǘǿŜŜƴ .ƛƭƭ ƻŦ aŀǘŜǊƛŀƭǎ ŀƴŘ aŀǘŜǊƛŀƭ wŜǉǳƛǎƛǝƻƴ bƻǘŜΦ a¢t hŎǘΩмф 

 

!ƴǎǿŜǊΥ  

Bills of Material Material Requisition Note 

1. It is document or list of materials prepared 

by the engineering/ drawing department. 

1. It is prepared by the foreman of the 

consuming department. 

2. It is a complete schedule of component parts 

and raw materials required for a particular 

job or work order. 

2. It is a document authorizing Store-Keep- er 

to issue material to the consuming 

department. 

3. It often serves the purpose of a Store 

Requisition as it shows the complete 

schedule of materials required for a 

particular job i.e., it can replace stores 

requisition. 

3. It cannot replace a bill of material. 

4. It can be used for the purpose of quotation. 4. It is useful in arriving historical cost only. 

5. It helps in keeping a quantitative control on 

materials drawn through Stores Requisition 

5. It shows the material actually drawn from 

stores. 
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vмΦ 5ƛǎŎǳǎǎ ǘƘŜ ǊŜƳŜŘƛŀƭ ǎǘŜǇǎ ǘƻ ōŜ ǘŀƪŜƴ ǘƻ ƳƛƴƛƳƛȊŜ ǘƘŜ ƭŀōƻǳǊ ǘǳǊƴƻǾŜǊΦ a¢t hŎǘΩмф 

 

!ƴǎǿŜǊ  

The following steps are useful for minimizing labour turnover: 

a) Exit interview: An interview to be arranged with each outgoing employee to ascertain the reasons 

of his leaving the organization. 

b) Job analysis and evaluation: to ascertain the requirement of each job. 

c) Organization should make use of a scientific system of recruitment, placement and promotion 

for employees. 

d) Organization should create healthy atmosphere, providing education, medical and housing 

facilities for workers. 

e) Committee for settling workers grievances. 

 

vнΦ Iƻǿ ǿƻǳƭŘ ȅƻǳ ŀŎŎƻǳƴǘ ŦƻǊ ƛŘƭŜ ŎŀǇŀŎƛǘȅ Ŏƻǎǘ ƛƴ /ƻǎǘ !ŎŎƻǳƴǝƴƎΚ w¢t bƻǾно  

 

!ƴǎǿŜǊ  

LŘƭŜ ŎŀǇŀŎƛǘȅ Ŏƻǎǘǎ ŀǊŜ ǘǊŜŀǘŜŘ ƛƴ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǿŀȅǎ ƛƴ /ƻǎǘ !ŎŎƻǳƴǘǎΥ 

όƛύ If the idle capacity cost is due to unavoidable reasons: A supplementary overhead rate may be 

used to recover the idle capacity cost. In this case, the costs are charged to the production 

capacity utilised. 

όƛƛύ If the idle capacity cost is due to avoidable reasons: Such as faulty planning, etc. the cost should 

be charged to Costing Profit and Loss Account. 

όƛƛƛύ If the idle capacity cost is due to trade depression, etc.: Being abnormal in nature the cost should 

also be charged to the Costing Profit and Loss Account. 

όƛǾύ If the idle capacity cost is due to seasonal factors, then the cost should be charged to cost of 

production by inflating overhead rate. 

 

vоΦ 9ȄǇƭŀƛƴ ǘƘŜ ǘǊŜŀǘƳŜƴǘ ƻŦ hǾŜǊǝƳŜ tǊŜƳƛǳƳ ƛƴ ŦƻƭƭƻǿƛƴƎ ǎƛǘǳŀǝƻƴǎΥ   aŀȅ нн 

όƛύ SV & Co. wants to grab some special orders, and overtime is required to meet the same. 

όƛƛύ Dept. X has to work overtime to make up a shortfall in production due to some fault of 

management in dept. Y. 

όƛƛƛύ S Ltd. has to work overtime regularly throughout the year as a policy due to the workers' 

shortage. 

όƛǾύ Due to flood in Odisha, RS Ltd. has to work overtime to complete the job. 

όǾύ A customer requested the company MN Ltd. to expedite the job because of his urgency of work. 
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!ƴǎǿŜǊ  

¢ǊŜŀǘƳŜƴǘ ƻŦ hǾŜǊǝƳŜ ǇǊŜƳƛǳƳ ƛƴ ŘƛũŜǊŜƴǘ ǎƛǘǳŀǝƻƴǎ 

Situation Treatment 

(i) SV & Co. wants to grab some special 

orders, and overtime is required to 

meet the same. 

If overtime is required to cope with general production 

programmes or for meeting urgent orders, the overtime 

premium should be treated as overhead cost of the 

particular department or cost centre which works 

overtime. 

(ii) Dept. X has to work overtime to make 

up a shortfall in production due to 

some fault of 

management in dept. Y. 

If overtime is worked in a department due to the fault 

of another department, the overtime premium should 

be charged to the latter department (Y). 

(iii) S Ltd. has to work overtime regularly 

throughout the year as a policy due to 

ǘƘŜ ǿƻǊƪŜǊǎΩ shortage. 

The overtime premium is treated as a part of employee 

cost and job is charged at an effective average wage 

rate. 

(iv) Due to flood in Odisha, RS Ltd. has to 

work overtime to complete the job. 

Overtime worked on account of abnormal conditions 

such as flood, earthquake etc., should not be charged to 

cost, but to Costing Profit and Loss Account. 

(v) A customer requested the company 

MN Ltd. to expedite the job because 

of his urgency of work. 

Where overtime is worked at the request of the 

customer, overtime premium is also charged to the job/ 

customer directly. 
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vмΦ 9ȄǇƭŀƛƴ {ƛƴƎƭŜ ŀƴŘ aǳƭǝǇƭŜ hǾŜǊƘŜŀŘ wŀǘŜǎΦ a¢t aŀǊΩму 

 

!ƴǎǿŜǊΥ 

Single and Multiple Overhead Rates: 

Single overhead rate: It is one single overhead absorption rate for the whole factory. It may be 

computed as follows: 

Single overhead Rate = 
     

      
 

The base can be total output, total labour hours, total machine hours, etc. 

The single overhead rate may be applied in factories which produces only one major product on a 

continuous basis. It may also be used in factories where the work performed in each department is 

fairly uniform and standardized. 

 

Multiple overhead rate: 

It involves computation of separate rates for each production department, service department, cost 

center and each product for both fixed and variable overheads. It may be computed as follows: 

Multiple overhead rate = 
  Ⱦ     Ⱦ    

  
 

Under multiple overheads rate, jobs or products are charged with varying amount of factory 

overheads depending on the type and number of departments through which they pass. However, 

the number of overheads rate which a firm may compute would depend upon two opposing factors 

viz. the degree of accuracy desired and the clerical cost involved. 

 

vнΦ 5ƛǎŎǳǎǎ ǿƛǘƘ ŜȄŀƳǇƭŜ ǘƘŜ ƭŜǾŜƭ ƻŦ ŀŎǝǾƛǘȅ ƳŜǘƘƻŘ ƻŦ ǎŜƎǊŜƎŀǝƴƎ ǎŜƳƛπǾŀǊƛŀōƭŜ Ŏƻǎǘǎ ƛƴǘƻ ŬȄŜŘ 

ŀƴŘ ǾŀǊƛŀōƭŜ ŎƻǎǘǎΦ a¢t hŎǘΩму 

 

!ƴǎǿŜǊ  

Level of activity method: Under this method, the variable overhead may be determined by comparing 

two levels of output with the amount of expenses at those levels. Since the fixed element does not 

change, the variable element may be ascertained with the help of the following formula. 

/ƘŀƴƎŜ ƛƴ ǘƘŜ ŀƳƻǳƴǘ ƻŦ ŜȄǇŜƴǎŜ

/ƘŀƴƎŜ ƛƴ ǘƘŜ ǉǳŀƴǝǘȅ ƻŦ ƻǳǘǇǳǘ 
 

Suppose the following information is available: 

 Production Units Semi-variable expenses ( ) 

January 100 260 

February 140 300 

Difference 40 40 
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The variable cost: 

/ƘŀƴƎŜ ƛƴ {ŜƳƛπǾŀǊƛŀōƭŜ ŜȄǇŜƴǎŜǎ

/ƘŀƴƎŜ ƛƴ ǇǊƻŘǳŎǝƻƴ ǾƻƭǳƳŜ
Ґ 

 пл

пл ǳƴƛǘǎ
Ґ мκǳƴƛǘ 

Thus, in January, the variable cost will be 100 ×   1 =   100 and the fixed cost element will be (  260 

ς   100) or   160. In February, the variable cost will be 140 ×   1 =   140 whereas the fixed cost 

element will remain the same, i.e.,   160. 

 

vоΦ 9ȄǇƭŀƛƴ ǘƘŜ ŘƛũŜǊŜƴŎŜ ōŜǘǿŜŜƴ !ƭƭƻŎŀǝƻƴ ŀƴŘ !ǇǇƻǊǝƻƴƳŜƴǘ ƻŦ ŜȄǇŜƴǎŜǎΦ a¢t hŎǘ му 

 

!ƴǎǿŜǊ 

The difference between the allocation and apportionment is important to understand because the 

purpose of these two methods is the identification of the items of cost-to-cost units or centers. 

However, the main difference between the above methods is given below. 

1) Allocation deals with the whole items of cost, which are identifiable with any one department. For 

example, indirect wages of three departments are separately obtained and hence each 

department will be charged by the respective amount of wages individually. 

On the other hand, apportionment deals with the proportions of an item of cost for example; the 

cost of the benefit of a service department will be divided between those departments which has 

availed those benefits. 

2) Allocation is a direct process of charging expenses to different cost centres whereas 

apportionment is an indirect process because there is a need for the identification of the 

appropriate portion of an expense to be borne by the different departments   benefited. 

3) The allocation or apportionment of an expense is not dependent on its nature, but the relationship 

between the expense and the cost centre decides that whether it is to be allocated or apportioned. 

4) Allocation is a much wider term than apportionment. 

 

vпΦ {ǘŀǘŜ ǘƘŜ ōŀǎŜǎ ƻŦ ŀǇǇƻǊǝƻƴƳŜƴǘ ƻŦ ŦƻƭƭƻǿƛƴƎ ƻǾŜǊƘŜŀŘ ŎƻǎǘǎΥ    bƻǾΩму 

i. Air-conditioning 

ii. Time keeping 

iii. Depreciation of plant and machinery 

iv. Power/steam consumption 

v. Electric power (Machine operation) 

 

!ƴǎǿŜǊ 

 

Overhead Cost Bases of Apportionment 

(i) Air- conditioning Floor area, or volume of department 
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(ii) Time keeping Number of workers 

(iii) Depreciation of plant and machinery Capital values 

(iv) Power/steam consumption Technical estimates 

(v) Electric power (machine operation) Horse power of machines, or Number of machine 

hour, or value of machines or units consumed. Kilo-

watt hours.  

 

vрΦ 9ȄǇƭŀƛƴ ǘƘŜ ǘǊŜŀǘƳŜƴǘ ƻŦ ƻǾŜǊ ŀƴŘ ǳƴŘŜǊ ŀōǎƻǊǇǝƻƴ ƻŦ ƻǾŜǊƘŜŀŘǎ ƛƴ Ŏƻǎǘ ŀŎŎƻǳƴǘǎΦ w¢t bƻǾ но 

 

!ƴǎǿŜǊ 

¢ǊŜŀǘƳŜƴǘ ƻŦ ƻǾŜǊ ŀƴŘ ǳƴŘŜǊ ŀōǎƻǊǇǝƻƴ ƻŦ ƻǾŜǊƘŜŀŘǎ ŀǊŜΥ 

i. Writing off to costing P&L A/c: Small difference between the actual and absorbed amount should 

simply be transferred to costing P&L A/c, if difference is large then investigate the causes and after 

that abnormal loss/ gain shall be transferred to costing P&L A/c. 

ii. Use of supplementary Rate: Under this method the balance of under and over absorbed 

overheads may be charged to cost of W.I.P., finished stock and cost of sales proportionately with 

the help of supplementary rate of overhead. 

iii. Carry Forward to Subsequent Year: Difference should be carried forward in the expectation that 

next year the position will be automatically corrected. 
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vмΦ ²Ƙŀǘ ƛǎ ƳŜŀƴǘ ōȅ !ŎǝǾƛǘȅ .ŀǎŜŘ aŀƴŀƎŜƳŜƴǘ ό!.aύ ŀƴŘ ŘƛǎŎǳǎǎ Ƙƻǿ !ŎǝǾƛǘȅ .ŀǎŜŘ 

aŀƴŀƎŜƳŜƴǘ Ŏŀƴ ōŜ ǳǎŜŘ ƛƴ ǘƘŜ ōǳǎƛƴŜǎǎΚ  aŀȅ но 

 

!ƴǎǿŜǊΥ  

aŜŀƴƛƴƎ ƻŦ !ŎǝǾƛǘȅ .ŀǎŜŘ aŀƴŀƎŜƳŜƴǘ ό!.aύ 

¢ƘŜ ǘŜǊƳ !ŎǝǾƛǘȅ ōŀǎŜŘ ƳŀƴŀƎŜƳŜƴǘ ό!.aύ ƛǎ ǳǎŜŘ ǘƻ ŘŜǎŎǊƛōŜ ǘƘŜ Ŏƻǎǘ ƳŀƴŀƎŜƳŜƴǘ ŀǇǇƭƛŎŀǝƻƴ ƻŦ 

!./Φ ¢ƘŜ ǳǎŜ ƻŦ !./ ŀǎ ŀ ŎƻǎǝƴƎ ǘƻƻƭ ǘƻ ƳŀƴŀƎŜ Ŏƻǎǘǎ ŀǘ ŀŎǝǾƛǘȅ ƭŜǾŜƭ ƛǎ ƪƴƻǿƴ ŀǎ !ŎǝǾƛǘȅ .ŀǎŜŘ /ƻǎǘ 

aŀƴŀƎŜƳŜƴǘ ό!.aύΦ !.a ƛǎ ŀ ŘƛǎŎƛǇƭƛƴŜ ǘƘŀǘ ŦƻŎǳǎŜǎ ƻƴ ǘƘŜ ŜŶŎƛŜƴǘ ŀƴŘ ŜũŜŎǝǾŜ ƳŀƴŀƎŜƳŜƴǘ ƻŦ 

ŀŎǝǾƛǝŜǎ ŀǎ ǘƘŜ ǊƻǳǘŜ ǘƻ Ŏƻƴǝƴǳƻǳǎƭȅ ƛƳǇǊƻǾƛƴƎ ǘƘŜ ǾŀƭǳŜ ǊŜŎŜƛǾŜŘ ōȅ ŎǳǎǘƻƳŜǊǎΦ !.a ǳǝƭƛȊŜǎ Ŏƻǎǘ 

ƛƴŦƻǊƳŀǝƻƴ ƎŀǘƘŜǊŜŘ ǘƘǊƻǳƎƘ !./Φ 

!ŎǝǾƛǘȅ ōŀǎŜŘ ƳŀƴŀƎŜƳŜƴǘ Ŏŀƴ ōŜ ǳǎŜŘ ƛƴ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǿŀȅǎΥ 

όƛύ Cost Reduction: ABM helps the organisation to identify costs against activities and to find 

opportunities to streamline or reduce the costs or eliminate the entire activity, especially if there 

is no value added. 

όƛƛύ Business Process Re-engineering: Business process re-engineering involves examining business 

processes and making substantial changes to how organisation currently operates. ABM is a 

powerful tool for measuring business performance, determining the cost of business output and 

is used as a means of identifying opportunities to improve process efficiency and effectiveness. 

όƛƛƛύ Benchmarking: Benchmarking is a process of comparing of ABC-derived activity costs of one 

segment of company with those of other segments. It requires uniformity in the definition of 

activities and measurement of their costs. 

όƛǾύ Performance Measurement: Many organisations are now focusing on activity performance as a 

means of facing competitors and managing costs by monitoring the efficiency and effectiveness 

of activities. 
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vмΦ {ǘŀǘŜ 5ƛǊŜŎǘ 9ȄǇŜƴǎŜǎ ǿƛǘƘ ŜȄŀƳǇƭŜǎΦ 

 

!ƴǎǿŜǊΥ  

Expenses other than direct material cost and direct employee cost, which are incurred to manufacture 

a product or for provision of service and can be directly traced in an economically feasible manner 

to a cost object. The following costs are examples for direct expenses: 

a) Royalty paid/ payable for production or provision of service; 

b) Hire charges paid for hiring specific equipment; 

c) Cost for product/ service specific design or drawing; 

d) Cost of product/ service specific software; 

e) Other expenses which are directly related with the production of goods or provision of service. 

 

vнΦ 9ȄǇƭŀƛƴ Ƙƻǿ 5ƛǊŜŎǘ 9ȄǇŜƴǎŜǎ ŀǊŜ ƳŜŀǎǳǊŜŘ ŀƴŘ ǘƘŜƛǊ ǘǊŜŀǘƳŜƴǘ ƛƴ Ŏƻǎǘ ŀŎŎƻǳƴǝƴƎΦ aŀȅΩмф 

 

!ƴǎǿŜǊΥ 

Measurement of Direct Expenses 

The direct expenses are measured at invoice or agreed price net of rebate or discount but includes 

duties and taxes (for which input credit not available), commission and other directly attributable 

costs. 

In case of sub-contracting, where goods are get manufactured by job workers independent of     the 

principal entity, are measured at agreed price. Where the principal supplies some materials to the job 

workers, the value of such materials and other incidental expenses are added with the job charges 

paid to the job workers. 

 

Treatment of Direct Expenses 

Direct Expenses forms part the prime cost for the product or service to which it can be directly 

traceable and attributable. In case of lump-sum payment or one-time payment, the cost is amortised 

over the estimated production volume or benefit derived. If the expenses incurred are of insignificant 

amount i.e., not material, it can be treated as part of overheads. 

 

vоΦ {ǘŀǘŜ ǘƘŜ ŀŘǾŀƴǘŀƎŜǎ ƻŦ /ƻǎǘπ{ƘŜŜǘǎ a¢t hŎǘΩму 

 

!ƴǎǿŜǊΥ  

The main advantages of a Cost Sheet are as follows: 

i. It provides the total cost figure as well as cost per unit of production. 
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ii. It helps in cost comparison. 

iii. It facilitates the preparation of cost estimates required for submitting tenders. 

iv. It provides sufficient help in arriving at the figure of selling price. 

v. It facilitates cost control by disclosing operational efficiency. 
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vмΦ άLǎ ǊŜŎƻƴŎƛƭƛŀǝƻƴ ƻŦ Ŏƻǎǘ ŀŎŎƻǳƴǘǎ ŀƴŘ ŬƴŀƴŎƛŀƭ ŀŎŎƻǳƴǘǎ ƴŜŎŜǎǎŀǊȅ ƛƴ ŎŀǎŜ ƻŦ ƛƴǘŜƎǊŀǘŜŘ 

ŀŎŎƻǳƴǝƴƎ ǎȅǎǘŜƳΚέ 9ȄǇƭŀƛƴΦ  a¢t aŀǊΩмф 

 

!ƴǎǿŜǊΥ 

In integrated accounting system cost and financial accounts are kept in the same set of books.  Such 

a system will have to afford full information required for Costing as well as for Financial Accounts. In 

other words, information and data should be recorded in such a way so as to enable the firm to 

ascertain the cost (together with the necessary analysis) of each product, job, process, operation or 

any other identifiable activity. It also ensures the ascertainment of marginal cost, variances, abnormal 

losses and gains. In fact, all information that management requires from a system of Costing for doing 

its work properly is made available. The integrated accounts give full information in such a manner 

so that the profit and loss account and the balance sheet can be prepared according to the 

requirements of law and the management maintains full control over the liabilities and assets of its 

business. Hence, reconciliation is not required. 

 

vнΦ 9ȄǇƭŀƛƴ ƛƴǘŜƎǊŀǘŜŘ ŀŎŎƻǳƴǝƴƎ ǎȅǎǘŜƳ ŀƴŘ ǎǘŀǘŜ ƛǘǎ ŀŘǾŀƴǘŀƎŜǎΦ   aŀȅΩмф 

 

!ƴǎǿŜǊΥ 

Integrated Accounting System: Integrated Accounts is the name given to a system of accounting, 

whereby cost and financial accounts are kept in the same set of books. Obviously, then there will be 

no separate sets of books for Costing and Financial records. Integrated accounts provide    or meet 

out fully the information requirement for Costing as well as for Financial Accounts. For Costing it 

provides information useful for ascertaining the cost of each product, job, and process, operation of 

any other identifiable activity and for carrying necessary analysis. Integrated accounts provide 

relevant information which is necessary for preparing profit and loss account and the balance sheets 

as per the requirement of law and also helps in exercising effective control over the liabilities and 

assets of its business. 

 

Advantages of Integrated Accounting System 

The main advantages of Integrated Accounts are as follows: 

i. No need for Reconciliation - The question of reconciling costing profit and finan-cial profit does 

not arise, as there is only one figure of profit. 

ii. Less efforts - Due to use of one set of books, there is a significant saving in efforts made 

iii. Less time consuming - No delay is caused in obtaining information as it is provided from books of 

original entry. 
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iv. Economical process - Lǘ ƛǎ ŜŎƻƴƻƳƛŎŀƭ ŀƭǎƻ ŀǎ ƛǘ ƛǎ ōŀǎŜŘ ƻƴ ǘƘŜ ŎƻƴŎŜǇǘ ƻŦ ά/ŜƴǘǊŀƭƛǎŀǘƛƻƴ ƻŦ 

!ŎŎƻǳƴǘƛƴƎ ŦǳƴŎǘƛƻƴέΦ 

 

Q3. Indicate, for following items, whether to be shown in the Cost Accounts or Financial Accounts 

Nov 22 

 

i. Preliminary expenses written off during the year 

ii. Interest received on bank deposits 

iii. Dividend, interest received on investments 

iv. Salary for the proprietor at notional figure though not incurred 

v. Charges in lieu of rent where premises are owned 

vi. Rent receivables 

vii. Loss on sale of Fixed Assets 

viii. Interest on capital at notional figure though not incurred 

ix. Goodwill written off 

x. Notional Depreciation on the assets fully depreciated for which book value is Nil. 

 

!ƴǎǿŜǊ  

 

S. No. Items Accounts 

(i) Preliminary expenses written off during the year Financial Accounts 

(ii) Interest received on bank deposits Financial Accounts 

(iii) Dividend, interest received on investments Financial Accounts 

(iv) Salary for the proprietor at notional figure though not incurred Cost Accounts 

(v) Charges in lieu of rent where premises are owned Cost Accounts 

(vi) Rent receivables Financial Accounts 

(vii) Loss on the sales of Fixed Assets Financial Accounts 

(viii) Interest on capital at notional figure though not incurred Cost Accounts 

(ix) Goodwill written off Financial Accounts 

(x) Notional Depreciation on the assets fully depreciated for 

which book value is nil 

Cost Accounts 

 

  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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vмΦ {ǘŀǘŜ Ƙƻǿ 9ŎƻƴƻƳƛŎ .ŀǘŎƘ vǳŀƴǝǘȅ ƛǎ ŘŜǘŜǊƳƛƴŜŘΚ a¢t aŀǊΩму 

 

!ƴǎǿŜǊ  

In batch costing the most important ǇǊƻōƭŜƳ ƛǎ ǘƘŜ ŘŜǘŜǊƳƛƴŀǘƛƻƴ ƻŦ Ψ9ŎƻƴƻƳƛŎ .ŀǘŎƘ vǳŀƴǘƛǘȅΩ ¢ƘŜ 

determination of economic batch quantity involves two types of costs viz, (i) set up cost and (ii) 

carrying cost. With the increase in the batch size, there is an increase in the carrying cost but the set-

up cost per unit of the product is reduced; this situation is reversed when the batch size is reduced. 

Thus, there is one particular batch size for which both set up and carrying costs are minimum. This 

size of a batch is known as economic or optimum batch quantity. 

Economic batch quantity can be determined with the help of a table, graph or mathematical formula. 

The mathematical formula usually used for its determination is as follows: 

  



{Iw9{I¢! CƻǊ /! ŀƴŘ /a! μ {Iw9{I¢! tǊƻŦŜǎǎƛƻƴŀƭ /ƻǳǊǎŜǎ μ /! LƴǘŜǊ όbŜǿύμ tп /ƻǎǝƴƎ 
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vмΦ {ǘŀǘŜ ǘƘŜ ŘƛũŜǊŜƴŎŜǎ ōŜǘǿŜŜƴ Wƻō ŎƻǎǝƴƎ ŀƴŘ .ŀǘŎƘ ŎƻǎǝƴƎΦ aŀȅΩмуΤ w¢t bƻǾΩмуΤ a¢t hŎǘΩмфΤ 

a¢t aŀȅΩнл 

 

!ƴǎǿŜǊ  

Sr.No Job Costing Batch Costing 

1 Method of costing used for non- 

standard and non- repetitive 

products produced as per customer 

specifications and against specific 

orders. 

Homogeneous products produced in a 

continuous production flow in lots. 

2 Cost determined for each Job. Cost determined in aggregate for the entire 

Batch and then arrived at on per unit basis. 

3 Jobs are different from each other 

and independent of each other. Each 

Job is unique. 

Products produced in a batch are 

homogeneous and lack of individuality. 
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Q1. DISCUSS the Escalation Clause in a Contract. (May 20) 

 

!ƴǎǿŜǊ  

Escalation clause in a contract empowers a contractor to revise the price of the contract in case of 

increase in the prices of inputs due to some macro-economic or other agreed reasons. A contract 

takes longer period to complete and the factors based on which price negotiation is done at the time 

of entering into the contract may change till the contract completes. This protect the contractor from 

adverse financial impacts and empowers the contractor to recover the increased prices. As per this 

clause, the contractor increases the contract price if the cost of materials, employees and other 

expenses increase beyond a certain limit. Inclusion of such a clause in a contract deed is called an 

ά9ǎŎŀƭŀǘƛƻƴ /ƭŀǳǎŜέΦ 

 

Q2. Discuss briefly the principles to be followed while taking credit for profit on incomplete 

contracts. 

 

!ƴǎǿŜǊ  

Principles to be followed while taking credit for profit on incomplete contracts:   

The portion of profit to be credited to, costing profit and loss account should depend on the stage of 

completion of the contract. This stage of completion of the contract should refer to the certified work 

only. For this purpose, uncertified work should not be considered as far as possible. For determining 

the credit for profit, all the incomplete contracts should be classified into the following four 

categories.   

i. Contract less than 25% complete 

ii. Contracts is 25% or more but less than 50% complete 

iii. Contracts is 50% or more but less than 90% complete 

iv. Contracts nearing completion, say between 90% and 100% complete.   

The transfer of profit to the costing profit and loss account in each of the above cases is done as under: 

i. Contract less than 25% complete: If the contract has just started or it is less than 25% complete, 

no profit should be taken into account.  

ii. Contract is 25% or more but less than 50% complete: In this case one third of the notional profit 

reduced in the ratio of cash received to work certified, may be transferred to the profit and loss 

account. The amount of profit to be transferred to the profit and loss account may be 

determined by using the following formula:   

1/3 x Notional profit x Cash Received/Work Certified 

 




