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Shlg — 1
IR 1 dRTd dQIH DI YHhid va &aA
(Cost Accounting Nature and Scope)

HYFHT (Structure)

1.0 UR=g

11 ST

1.2 SNTd oIgidh BT 37ef

1.3 SNTd oGIH & Se¥d TG oAt
1.4 SNTd &7 3ref

1.5 SNTd s al AR SHlS
1.6 SNTAl &I GHTHRoT

1.7 A & a<d

1.8 ®{ AN B 3T

1.9 3! WA Sifeg ue & SR
1.10 NI

111 J&I A&l

1.12 W-HeITh YT Ud XA
1.13 e[S YISy HHIl

1.0 uR=A (Introduction)

oI GOt Y Y STa=Tg @) AT TOTTell T ST ST BIell & | 39 Jomel
& ST U GA D [shATheldl I e ORI Ga Y& al Sl
21T GIAAN AT D IAERDI, FOIGTATSA, Td=IDi, i, IR MBI,
BRBR] TR ST DI UK BRAT B & | Iieh ol Bl (b Ud Ieed
BT gftc | AMFIT: IET YoTell T &1 aFli H dfel S & |

1. fa"T oI@i®A (Financial Accounting)
2. AFTd ef@id (Cost Accounting)

1.1 S&8¥F (Objectives)

T @ I S UIATT MY 39 AT BT D fh—
o CINTA oI@idh &7 31 qAqT GRWINT FHsM H eI |
o AINTA @G & I TG oI FAS H A |
o AINTA BT 31 FHSM H e |

o [T oRGIHT Td INTd oRgih BT 31 FHsH & SR |

o AT Bg TAT NI ShIs BT 3 AHSM H HASF |

ST oidibT B
gl v &7
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L STENTH
g3 A1

e IRl BT AfThROT FHSH H TEIS |

e O & d<d WHSH H WEH® |

o A AN & IRT AAST H HSS |

1.2 Fd d@id &1 312k (Meaning of Cost
Accounting)

AN oEiee foxig ol &) o # Ud A9 SudfdT § ) aRdd #,
AT oRkd fO<i ofal &1 U ol & wU H [Add gU R Il &
T AN A@ihd B W[ URTST §1 N o@i 1 Sl Ag<dqul
I U fHar 8 98 My el & Sfed e & SRl & | =i
i A o ARl & BRI oRd yaedl & Gar e
ATTTIHAB DI GRT B H JFqAY € | FGEI Pl Fa® ©U A T D
fore vl @I faxi ol §RT UeM &1 T8 JaRll 9 &el offgd
R d gaRll @1 aegedr sl 81 aFd ol b1 e greifie
®U A FIRIDT B SA MITIHAT B Yfel & foy g B TR Rl H,
AR i@l &7 faen qega: foxig oal &) Al & HRT g e |

anra feiRer, arTa dA@ied AT ARTd @A &1 3ref
(Meaning of Costing, Cost Accounting and Cost Accountancy)

@ fEiRoT (Costing) — C.IM.A. London & I HR, “&7d &7
BT B dBAD T GHATT AFIT N g 817

e (Wheldon) & STAR oRTd uIRYT &1 *merg, “Sarfed avgai
IT HAS Bl ARTT IRV &G T BT JHIBYT BNA], @l NG dedT

SUGFT S1FCT HYAT 8/ >

WA @l H, AN FER &1 e, agell g el I a9
BT 2| $HH oNd ST PR Bl ddble 9 Ulhard afdford g |

ard: T e & sradd fA=filRad omrd sid @1 Sl g—
(@) Swrfea a¥gal @1 anTd— S W @ A, A @t
oNTd, ®R &I oRTd, sle |

(@) |ar S HRA DY ARTd— o fISTell, ATIRITT aT, IRIaTd,
gled ARl & orTd, s |

1. “Costing is the techniques and processes of ascertaining costs.”
— C.I.LML.A. (Chartered Institute of Management Accountants) London
2. Costing is the “classifying, recording and appropriate allocation of expenditure for the
determination of cost.” — Wheldon



ANTd d@id (Cost Accounting)— TN Gid- IRTAl HI YD
H oEgEE B B UH AaRe [T 8 9 axqgell ok Hareii &
AT S 9 frafsa o1 S e | a8 ufhar 9 favg ¥ URe ® ofef
PIg Y fhAT SAT € T 8l MHR FANT Bl & o8l 98 if~ad ®u
J fefl drFTd ®es AT AT SHIE W ARG B Sl B |

C.LM.A. London & 3FAR, “&FId oI&idhT &1 3919 &l & &
f50 S I by G% ollfId @el UG olTd SHISTl & THEIAT BN db
ST BT of@l &V P glbar & /73

S se, 97 (WW. Bigg) @ SFER, “@d of@idd &4l & U
[aectyor @ giffevor ) @aver YAl & forew SeuraT @l 391y b1 Bl
FoT AT BT TRV YEargdd a1 5 @F SN GrRT B Ig Id ol
T P A GD & FoT AT & gHENR F a4 B¢

I grfadr SAfAY (Check Your Progress)
1. ATA BT GRADT # Ufde oA @ sFmaiRae fafdy ¥
(31) g g @) foxia orEida
() AT AT (@) 3 ¥ DI o
2. TEROT &7 3fef aRGSl I HARI B AN ST BIAT B |

(31) gererT (@) T

() fa<ira @) =7 | BIS T

1.3 Fd d@idd © 383 U4 oTH (Objectives
and Benefits of Cost Accounting)
NI ol & Sewd frefaRad §—

1. AFTd STd BT (Ascertainment of Cost)— AN ol@idh &l
gy Ieed IUTfad gegell 9 Adrll @l fawgd U ¥ AN Sl HRAl
2| 39 ol W IRl 9 ARl & o ANTd d7 Ul SHs AR S
@ A B

3. “Cost accounting is the process of accounting for cost from the point at which
expenditure is incurred or is committed to the establishment of its ultimate relationship
with cost centres and cost units.” —C.LM.A. London

4. “Cost accounting is the provision of such analysis and classification of expenditure as
will enable the total cost of any particular unit of production to be as certained with a

reasonable degree of accuracy and at the same time to disclose exactly how such total

cost is constituted.” —WW.Bigg gz gt

ST oidibT B
ggla v &7
feagofy
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L STENTH
gred HrEY1

2. drtd 9T 9 AT ®H HIAT (Cost Control and Cost
Reduction)— STd FRIFF0T &RAT I & He<dqul & foraen 6 amrd
ST HIAT| I AFTd Fa=or 981 fhar oA aF dFTd Sd @R Bl
faery wew 981 X8 W1 drTa T 9 B 9 iU A 8 arell
Il R e @q, Sfiel B eriemar 9o den el il W)
=T T ¥ R

3. fapa qea i@ AT (Determination of Selling Price)—
AR orgidd Al T & qeu fFeRer a9 @ fag ara awe
AEeIH FAAN Y HRAT | [Apd Joa & FeiRor § iR A1 &g
gehl, S ART T g @1 g2, ufcredeicne ReIfd (Competitive position),
SANMG & 9l & W ST 8, R AN T A8<d 391 &l & | NI
A & IR R g8 AW @ FeiRa & o1 §adl & 98 a@ & 9
Tl S AHAT B |

4. ogqurm Hifq fagier 4 ¥8™@E  (Helps in Determining
Business Policy)— @RTd oi@id a9 H &3 UHR &I AIfcdl g9 #
USRIDHI BT AN AR GAAN U FRAT 2| O Gl AnTd | HH
A R %] 99 AT IAeT g5 DY, Yol @i FiHd fhy S1g swerar areiR
A $a fey 96, s

5. durfie  smagadasi & gif (Compliance of Statutory
Requirements)— ¥ ETHA $HI &RT 209(1) & A, Dald ARDR
= g SN & 77 AR o’ 3G AR o= fr 21 39 UdR arTd
EiEd | duE Mawadantt o gfd BT Sewd [T Bl © |

6. ®IA @I TP d R (Measuring and Improving
Performance)— ANTd 3Nd<l BT BT G fA¥INoT R AR gl
A AT A ST ehell § AT SHH GUR AThR. B &l AMargdhdr H
gfg @ ST a2

ANTd dI@i®- @& v (Advantages of Cost Accounting)

ANTd oIGihd & 3M® oM & RNFel dféd quig < fear T g1 98
el AMT oAl {6 Ud a9 AR of@l WOl @l RRIUET & U9Enq
S O AT BT UT BHRA DI AR R | Dl AdAET 59 TS A
fhaeT oIt ST Ulal 8, I8 ol UUlTell &l <erdl 3iR gafwar iR iR
HRAT € | AN i &l He<d Ud s YT 89 drel ot &l 1eud+
frferiRea ug@ amt @& gfedor | far 1 daar &—

1. Ug=IdT BT A (Advantages to Management),

2. YNGR BT o (Advantages to Consumers),




3. HHATNAT DI @™ (Advantages to Employees),
4. IRPR DI @™ (Advantages to Government), TJT
5. fafaIoTdT @I @™ (Advantages to Investors).

I. Y9gdl I T (Advantages to Management)

AN Eidd Yaedh] @& oy ke g 83l 2| 389 Uaadl &l
g w9 frefalad @ o g8 8-

1. dAM®RN U4 ISRl Afafafiril &1 Ywed  (Reveals
profitable and unprofitable activities)— TRTd <I&T YTl & MR G
FAMBRI IR BT uge & S Febell 2| $9 ol & IMER W
AR, S TAT NI WMl @ UANT W SRSl dofl gRUANl W
=0T 2g Uadl §RT S HH IBIY S A & |

2. dRTd fRA==A9T (Cost control)— TR o@T UOTTell &1 A=Al A
g & fafa= daal — 9, o9 9o @y R S Feeer e ueR
J @l o ghdl o—

(@) IRl wR =0T (Control of materials)— TFTd @i |
AT T HRA, IR H YR I T IATE [IHRT Bl i e
@ fhar W™ w1 T @ ST 2

(@) 5% ux =91 (Control of labour)- @RI oRAG- H SIHDI
R fPT U @ T S HRI-GFT BT AR R H x@r oar ®
SHA UIRHMHEG BT YA B+, SR 9T AT RIS T Bl AR
e H FerIaT el 2 | ST g9 & forv uilRsifie &) IRveHs
gl (Incentive methods) JIUATE ST & FOT7H HIIT Td TheTel ST HDI
DI ITD] BRIGIAAT D AJAR RS e mar 2|

(1) @Al 9x fAa=Io1 (Control of expenses)— AT &I HREMI
@, PrEed T qr fma vd oo o il wxe e 9
=i ol R =T R @B AT B S 2

WERY @I H, AN Pl oAl YOSl & F<id fel AN Pl
FARIH B BT TS A S g

3. A AT & SR &1 9 (Knowledge of reasons of profit or
loss)— SATTA <IET YOTTell ¥ 9 910 &I o9 81 Sfral & & ey # S
M A7 B S © S9d A8l BRY T | AMAI & BRI BT A
B W UgHd FaAd DI GaAT® wU W AN b (g Al AN §4 1
AHAT T

4. fama Y@ fraivor § YfI=m (Help in determining selling

price)— ANTd oI ST oI MERT = H 980 FEIAT Y& A & |

ST oidibT B
gl v &7

VST

ANt H Ue MREd dM @ A Sited 9 fA9d qod oAl W S 99 et 7
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fpam ST FpdT 8| oA oidicb 59 a1d &1 Al 59 <dr © fob ufaegef
B AT A B oIy [Iha Joa & FBl dF H¥ (a1 S¢ dIfds 81
T g

5. fifa fgivor & ¥'™@® (Aid to policy-making)— @rdarg #
AHAdT & foIv I8 magys ® {6 wfiw @ fou aommn g9 Sv den
BRI 37 ISR & AR AT SY | Y oA™yus Arern a1 i iRy
Tq AN R {41 Sidhs UG &R H AN olkdidh & FedRT Bl
2| ANT oY IHIRTHT R I S & fh o wd | e @ '
@ & a7 g o & R & g=maeT 2

6. IJHTT AT 2UeY o # WETIAT (Help in submitting tenders)—
YIEDhl & Qe R BRI IR™ &R+ ¥ Yd [ Jed BT AqAM AT
CUSR URId BT USdl 2| 9@ foly NI &1 YargH oRTaR SHH
AT B AR DI SIS &I AT © 1 $H AW AT IR 94 H AN
T 3ffpsl ® MITIHAT USal & Sl INTd oidl | UTad 81 & |

7. AR ArA—gTf @rar 997 § 98T (Helpful in preparing
interim profit and loss account)— R=R 0T YTell (Perpetual Inventory
System) ERT UG @I g Wi JeAIHT d FaT d ASRIAT H I=IRA
AN W gax el i G A& S B S el © |

8. SUMM &P (Useful techniques)— AT @&l # A AT
gumell (Standard Costing), Isiexl =0T (Budgetary Control) T 11
ANTA UUTell  (Marginal Costing), Sl 3Md IUART ol & o4
TaRIDT Bl MU BRI B dl ot o # Aewayel wErRer Ut g
=

9. faxfm d@i @1 ygAr &1 Wid (Checks the accuracy of
finanacial accounts)— dY & 311 H AN @l & O o@i & A=
e R ol @ gegar & g & 7 Gadl B |

10.®4c d Trﬁ@"ti’ﬁ%’ R b (Prevents frauds and manipulation)—
ANTT JABETIT YoTTell, S fF AT &R &7 7T 8, d A8l A
oGl H BARPUC T ATANGAT F g9 Ol AHdl § dlf UdwIdh] BT
fIeaa=g oITd oS SUCTE 8 9D |

II. SUATTArRl &1 ot (Advantages to Consumers)

AN oGl Ugfd | SUHEe] &I ucdel 9 4 o™ BT 8| orTd
Gl B I ANTd UR IO R A B SMABTH B BT GIA
fhar e & | AR R PR 9§ [uEE el Bl g/l ) Jedl 0
UT Bl 2 | 39 AMTRIT T olRdl Yolell & 3fia fAR=aR ST &e
D AR W I I&GAT DI Iorax d A1 gig o Al & [STqdr a9
EECIESICINCARE I




III. HATRAT BT T (Advantages to Employees)

AR @l YUllell & 3=avid Siffdl & dIR$IfA®G T IROTHS AT
(Incentive plans) 3OS Il & TAT SIHDI HI Hracerdl T FR=R
g fohar Sar ® | 99T Ud I 3eude’ (Time and Motion studies) &
MR W UH YAUT FAI (Standard Time) FR=a fHar Srar & qen
SR BT YAIT §99 § & 99 BRI Bl YT AT BIAT B | S S
THIOT FHI H AT BRI GRT AR ol & d $Heldl A S & a7 ad
& SMEBRT B O ©| SHA URT TR HuA  Hffe AW euel
PRI-HIAAT de BT TIA BRI @ | g9 ARG SHDI DI ST
AFIAER R fqaRer fear mar & e W gerear 9 ghg 8ril ¢ |
S¥DT B HIAAT H gl A IFDI MY &<l & AR I I§A—ABA Bl
R AT Bam 2|

IV. 9X&R &I o™ (Advantages of Government)

AELIHAT TSl ©| T§ TN T g3l B oI fERe wR,
fUeRT &3, s | g9 AfRad <o & e fawr &1 Jreeg
g @ forg o Rl Sffeel @l Sudfer A 2| B ArTd
fafr | =uRe Suha d A 9gfg ol & e Bolwey AROR B
I # gfg B T

V. faffaisial @t @t (Advantages to Investors)

®lg | faFRee a1 e {6 ST H U JUAT I W Ud
AT B AHAd b GR H gof SAFGRT T B ol ardl ® | AR
DI Fherdl H 0! Ry By Bl €| S awry ¥ 9 fAfrnr eRAr
IEd & TP MG &l (Profit-earning capacity) el Tcid w4
afde g1 el g @ are wfed &1 AEl-del AN dnTd
oGl B FERdl 9 AN ¥ I Sl Adhdl 2| SERIBT 9 §ioe
AR s <2 H db B I8 AT T b e drRf & forg S
DI q9 qPb RO Tl [<IT AT S ddb b 98 AR i@ Ugid o
T AT o |

J9-fI grfa SiTfaw (Check Your Progress)

3. AT didh= & foy e w@ifdd gam 2
CEERET (@) Sy
(4) TRPR (@) fafrarsre!

ST oidibT B
gl v &7

L STENTH
qr3g ArHH! 9
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L STENTH
gred HrEY1

4. PRI UG SMHABRNT TATASRIT BT Ibed oNTd ol &l I8
k] BT U BT B

CREERSE (@) ST
(%) PRl (@) fafrrsre!

5. GRS BT a4 FEReT &RAT HHARAT & da9 b1 FERo 6’

BT T B P o0 INTd oRdibd I8 o Eal
gl BIaT 2 |

CREERSE (@) ST

(4) TRPR (@) fafrrsie!

1.4 <RTd &1 3 (Meaning of Cost)

SINTd ¥Te T &1 d8d & &Ud © | sdfoy Ff¥ed a W vl # 9
IRIINT HRAT ST TR Tl 2 | INd oRITPR, JAME TAT 3 AT
ST SMe& BT 3fef UI—3UT ATIHRN b AR [AHRId PR ¢ |
UIGI9R, 39 Y& & I G TAN & Ieed 9 §<¥ & AR
BT AR |

JfFA®IS TEdel (Oxford Dictionary) @& STAR WNTd & &I 37f
‘fodl qeq @ fory feAr AT g &1 °

§g VA BNUY (WM. Harper) & ¥l H “ovid W 3ffe
FIal BT qodieT & Gl avgell @ SqIeT &g YYFT [V wid &/ °

C.LM.A. London & 3R, “&Id vl qvg Uv @ [y 7T 37erar
OV WG I (aR<fad T dioqd) @ e 877

AN 9eq BT IAYR S YANT & Awad § & FH ST a1y |
S sHHT YA ) faRtre @<y | 81 dl 39 9=Y © AR fauiNd
R fear orar @ aifes s9Her i W @ 9a | o el ard,
IRTATeNe AR, AR AR, ol @R, A6 AR, MW R,
I oINTd, SR dFTd, SAMS | 39 941 Tl &l W A 39 D
¥ HgfEa gel W fear w2

5. “Cost is the price paid for something.” — Oxford Dictionary
6. “A cost is the value of economic resources used as a result of producing or doing the
things costed.” — W.M. Harper
7. Cost is, “the amount of expenditure (actual or notional) incurred on or attributable to a
given thing.” — C.LML.A. London



ANTd J@i®bA Ud fa<fi d@ies § 3wax (Difference
between Cost Accounting and Financial Accounting)

IESIDRCECIE S|

RINGRGECIC 5]

1. 32
(Purpose)

faciia oRgiT &1 J&
Y I P XaTHt

ANTd oI BT J&=H

I UghT Bl WAl

AT =T FHIfRId Afa

LAY IUAG PRAT B

ORI OFERI, dopl, IR

S dnTa =T B,

fayrT enfe & =aam
& fa<ig o e e
Rerfd & s & 2

gIoT g9, o o |
gIfe H @1 AreeH
PR D |

2. dg1fi® SATaTIBT

Y oW HEAT At

Y o 9T VRed ©

(Statutory g AFIR ARTRE BT | TAT $HD TR B
Requirement) JATIIHAT & AJAR | foIg DIy S Sif-aridm
ERIEINCIECIDIS T8 B HB W gd
EZeRINCI BIRUG IR EE|
PRSP DU TRPR 7 HO
faRre el wwfrar &
ISIMECIN G ECIIRNCEI

sifart a= faam 2
3. @MTd wd 3 SRy et e o | T R 3 f
ATH—I &1 e N T TiehaT SUHR] 3N T ART
fargeiyor g NI T IATT—3TT

(Cost and Profit/

g, fawmT, gfsbar amfe
BT ATH—BI T 3Tl

IR ST g1 39 fagemor

Loss Analysis) ) 3 T SR BT gerT a
SERCIRI
S IS BRI R &I P
PR AN DT My far
Sikscs Il
4. AmTa frEmor < ordl # e frger | 20 ol # S
(Cost Control) R 3 g a1 oI & |

& g W & Tl e
ST dfed M 9 I
BT PId oG] BT W

ERSE2 3{*\'1‘([&'1 Hi-d IFId
fafd (Standard Costing) TRIT
goley AT (Budgetary

el faa S € | Control) ?aFTa fAg=or &1
HE@Y qHID © |
5. yfades Iafer ATH—8T  WTar deIl | g98% oTd & fdgeiyor
(Periodicity of Rerfa faavor ur: a¥ & | & RuUie ya=rai & wwer
Reporting) 3T § 991U ST & | S99

é@ﬁa%mféqm:w
99 Bl 2|

AR 9 IR—IR I
? S g 5| Raid
P AN P, FTTRD,

ST ofdidT Pl

gl v &7

L STENTH
g3 HrHY1
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7RI, TAMS Wb ol
SRR & AR Bl B |

6. ST ¥ o il wEErt @ |3 oW U dad i
(Utility) fory Sl B § T o [l §RT W W 8
il & a1 BIS ol | S aRGAT qAT Harsi B
PRER &7 | AT PRl © |
7. &9 59 odl A a9 |39 @@l § dhad dntd |
(Scope) TR - & R | arafera "l & gl
HqaT &1 Gfeafera fopar wrar |affera fear Srar g
= T O wal @1 |ftafera
TE AT S S gE
w9 g usfa @1 )
8. 3MER T g L. I SURSTAT BT
(Basis) AR aTER GR fegr | TS STIATT SR W
ST fear smar 2 s
BAYIRT  FABT HH—
TN qaT  IfIdH—
GO B ST ¢ |
9. YHTIAT Y oW FyIE™ & v |[d o fxim ol &
(Status) o B WEH o He S Adhd
=

10. &I AT D
(Stock Valuation)

i ol d§ e @

SINGERGECIEE: B |

Al ARTd AT dToTR
g, o GF1 & & B, &
YR R fHar Sirdr 2

qATH |

J9-fI grfad SITfaw (Check Your Progress)
6. U 3 Al BT oAb ©, Sl avgall & Sedrad

2q Wgad fhy o 2|

(31) 3

(|) <9

7 H WIdh B B AN T IR qed, H S FHA

8, b IR W fhar o g

(31) e Tih

(F) dTTd Ididd

@) fo<ia <raied
) s 9 BIg &




15 <N &g T dFTd s®Ts  (Cost Centre and
Cost Unit)

AT IR AT Bl BT 31AdT IRTT ShIgdT BT AT ST BT fhar
ST & dFTd &% a2l dNTd $hls &l BT YIRT dNTd ki &l
<Tdell | AP WU I BT 2 |

ANTd % (Cost Centre)

GRTT B W SIAYTT Vb ¥efl, &1 I7 GI (I §9% THE) H & foreids]
ST Sid @) STl & @97 S [Fg=vT @ fore ggnT @) wrdr 8178
AR Tea] H, TR =0T & S99 | FA 996 dl Blc—8Ic A
H faIfotg &R fear ST 2 | U AT BT AN Beg AFDR STD] ARTd
fAaTetl Sl 21 ST {6 Sudad aRMTST 9 TR ®, dFTd @ rferRad
B Ahd B—

() TP — oW TIeM, e, e |

(i) v @fed  — S BRAE, iy o, sk |

(i) TP = = — O oY HINA, Ia@, U, ST |

(iv) STHT T — O Ud A SR JI #ffd, Yo qRT fawm,
SN |

T FEiRor g a1 @1 gie 9 U SUYdd AN s (RS HRAT
JfTIITIR B | oI b <l bR P aid o—

(31) aafdara @RTd @< (Personal Cost Centre)— 9 570 # U
o 3rrar Afddl & g At ferd € |

(@) sraafdaTd @A @=< (Impersonal Cost Centre)— 3IIH BIg
I, I IAT 3% g AfAfrd B |

NI B fEiRa &R BT & Ieeg I8 & b NTd bl &bl AN
RO BRb I R I U7 T b | NI b DI BTH—BIS od
qTelT Y= MU AT g &l oANTdl R =1 Y99 & forv STRerl
BIAT 2 |

NI §®Ig (Cost Unit)

NI 3HhTs W AR, “UF gvg, HaT I7 T B 717 Bl V% TS & [oreaed
TG SN BT GAT T O WebdT &/ ° And odied H Sanfed

8. “Cost centre is a location, a person, or an item of equipment (or a group of these) for
which cost may be ascertained and used for the purpose of cost control.”

— C.I.LM.A., London

9. “Cost unit is a unit of quantity of product, service or time in relation to which cost may

be ascertained.” —C.I.M.A., London

ST ofdidT Pl

gl v &7

L STENTH
g3 HrHY1
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feogofy

g3 g AR Bl 7 DI Bl TN S DI Al & AMG Ul gebls ArTd
A1 fapTell ST 8 | ot SUTGA BT BIST Sh1gdl H fAIfoTd HR f&ar S
g T TP fauTiTa AT, Rt arTa feiRa &1 S0, &7 arTd &1 a1
HEd B | SR & foTU, HUsT e d wus a1 Uit Hex dRTd, BIIT Wil
# uftr e9 STfad ®IIel @ ANTd, Ui BH=1 § Uil B Ufd ofle” o,
SANG S| @ SR © | AR Shls Scdliad I%] AT Hal BT 98 HIdh A
g Rrae arma Aarell S © |

faf¥=1 Iaarl | ANTd BT SHIS AT Bl & | 39D HY
Iarevvr e B

IqErI (Industry) AT &1 313 (Cost Unit)

1. SWIA HREMT (Steel Mill) gfdl € ST (Per tonne of steel)
2. dIIe B @H (Coal Mines) gfr @9 dIIe (Per tonne of coal)

3. AT e (Sugar Mill) gfa fdawea A1 (Per quintal of
sugar)
4. XY erd af fell a1 gfer offler a1 ufd <=
(Chemical Works) (Per kg., per litre or per tonne)

5. %R e (Furniture) gfr A7 a1 ufc AT € (Per table

or per item)

6. BR IENRT (Car) gfd &R (Per car)

7. $cl @ ¥eel (Brick Kiln) gfdr 1,000 $¢ (Per 1000 bricks)

8. U TS HH= gfd R &flex 9l (Per 1000
(Water Supply) litres)

9. g Hwms &9 (Electricity) Ui fharare gver (KWH)

10. URTET &I (Transport) gfa afda feardes a1 ufa eF
freriex

AT Sl IR] @ YPR qAT WHE R R AT | AR SdhTs Bl
TI BRI FHI 59 919 DI FF IGAT AU P shls W, AR JAT
RO WU I GART § 3 arell e |

AT 3ifsslde (Cost Object)

ATTa Sffeside o g B, “{e W RT®! e | aFTd @ A dl AT
81 AHhdl T 1" (Anything for which a separate measurement of cost may be
desired). AFTd WMHR B Bl W I B ARG DI AR DI
JNMATIHAT B Adhell 8 3R VAT IS B NTd Sifeside Hed 8 | Tb oArTd
Jffetae fosdl SauTe, war, fhar, faWmT sy ufhar & |Fadl g1 arTd
dfesige & B Il f=foiad 8-




AT 3ifsolde SR

o WG AleR BR, M, BUST

o AT I T, faSTell HaT, SRUdTe at

o fopar Sl AFA BT H, 7 o JfeT

o UfHAT rdl et H grq &1 fUgerr, A0 e | T @1 5|
IREAGEL

o TIWRT HHArN 9T, Sare fawrT, Al s fovmT

10.

11.

J9-fI grfa Sifag (Check Your Progress)

g O AU Uh W AfRd BT GI= I g !
RIUGESIGRCARS ISR

(31) Trrer (@) <

() fa<ira (@) s & BI3 &

ST BRG] 9T DI &I G H dRTd shls ¥
frprell S 2 |

(1) uf e (@) vy fded

() gfer fapetriex @) 3™ | PIE A=l

IRTEd BT | ARG ShTS H fprell Sl B |
(ar) wfer fopetrarm (@) wfy fadea

(@) ufq @l feeMier (@) g7 4 DIg 81 |

Icre, war, o, ufesar der famT ® TR & |
(a1) orTa Sffesiae @) arTal &1 afieRor

(&) arTd & @) sTH & DI T |

1.6

ARTdl &1 BT (Classification of Costs)

SANTAT & DR 3 YT 8 fh U A F&I0T dTeil SIRTAT T ST T—3Tel]

Ael ¥ ST &_AT | ANTAT &1 TR B GhR ¥ fHar ST |dbar § am

Uceh GHIROT BT AUAT &) Hewd & | | Fewayol T iex [ JHR b o—

1. YI& AT YT ARTdl § qffaror (Direct and Indirect

AN o@l & U U Ieed Ul Sdhls oFTd Sd AT 81l © | 39

Costs)

ST ofdidT Pl

gl v &7

VST

SICHIVT & ST T Uchel T ucdel UIT H faver fbam il 8 | S, S, 597 ayrarafy
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L STENTH
gy AT

fRT (W.W. Bigg) & SR, “UcJ&T &iId # 3 FHI IIvTal &1 TATEGST 8lar
& & GIHAT W [l T g1 W T @ o Gl 8170 R e
H, U AN 98 ®, ol MRed w9 SAifed 9% & U gars |
T B | O U Ao—Rdl a9 H bl Bl AN Gl 9 9 B
ST Al & SN I8 9! UI& NI © | 391 PR U AU & e
H I B AN, U SISl Sd a9 | IAS AN a2 SRER
HoIX aNfe e ANT € |

Sl BT FHIEGST g7 & O AU FTET | 1. qgq BT {hRr
& fory [y ST & e Sif GETT ¥ BT | o) waq b1 =
Vb SFIT b1 ¥ THRIRT T8l BT O | 3. vl we=nRal &7 ad=
word /" SeTeRonY, yadI dad, 99T | 4 gt B O
BT F, 419 B I, IRRAT BT AOGY, |5, TRUMAST §RT Y TQ
HUS W & for o R @, T 9 H Y
PIAd T GifelsT BT TI TG YT
NI B |

UcIeT Ud JAUIE Teal BT YANT SN MR Bl ST drell avg & A_H
H foar ST AR | B e aNTd U Reafd # yuel onTd 8l 8 dF a8
AT g™ Rl # et Bl 8 | I8 FIHR TAT AN 3hlg & Iy
R R BT & 5 PIs ANTT UcdeT & 31T eT | SETeRvY, Uh ShaR
R WM T S aTel = BT g Y& R © Rifdh 399 ol g
@1 IR BT TB (S AT B Th gDIS 7) R ATol [6AT AT & | IR
U HREM H JINT fHT T I R N JUeT AN & ifh g7
TINT & BRIF & fov fHar SIar 8 9o Uh dnTd Shls & folv §@RY &l

AT HTerT |wg T8l 2 |

2. Yt dor uRad+efia armal & aiffexor (Fixed and
Variable Costs)

FB AN VAl Bl & S SeTe @ A # uRadd @ S ER gedi—ded!

g Sdfdh TR UBR Bl ANl R IUGA DI A3 H YR BT Pblg Iq1d

TEI USdl © | $9 GRCHIVT | NI T Ry qen uRad-eiia § favad faan
ST 7

Y ATd (Fixed Cost)— ¥ AT 98 & S ST &l AT H
aRade ¥ YA & 2 | ITEH & be AT 984 BT 9 ATl IR Dlg

10. “Direct cost is that which can be conveniently identified with a particular unit of cost.”

—W.W. Bigg
11. “Indirect cost includes all other expenses incurred for the undertaking as a whole and
are not identifiable wholly with a particular unit of cost.” — W.W. Bigg



UTT e8] USdT | SThT T IS &l A1 | 7 8l) I9g A a1 21 I
Y AHI D AR g8 ©, O BREMET 9a- &I fhvrm afe 2,000 T
gferdre & o Scared &1 A =g fhal & 8, fxrr Saer & I8 | gafiy
IE Y AN B |

Tl STl & HRE devr e g

1. 39 NIl B fel ART IAeH B A H qRaa« | uRafdd 781
Bl |

2. 9fY Sd1s W ARTd STEH &l A1 | uRddd & aref gRafdd

BT 8 | 39 STed dedl § ol Ufd Shls R aFTd &F 8l &
TAT 19 ITE °gedl & ol Ul sHhis &R dRTd 96 ST © |

JETERVT & foly, IfE FHol IR AR 10,000 T UM A © AT UT gdb1g
R AT BT 0T 39 UBR SR

FoT VIR AT (a)| SATCT SHIGAT (b)| IR TR FId SPBTS (a + b)
z 10,000 1 210,000
z 10,000 2 25000
z 10,000 10 2 1,000
z 10,000 100 2 100
z 10,000 1,000 2 10

Total fixed cost line

% Cost
% Cost

Volume of Production Volume of Production

o . 1.1: @R drTd $1 FdER

yRad-eflad @RTa (Variable Cost)—
uRadTeie T BT AT R gaared @) | IRadefid @ma @
AT W BIAT ® | 9 St By 7= ged) gy | SeRy
qedl € d gl gRad=Ne arra ) S | 1. T A
JUTT H Te! AT &l & | S Udh il a1 | 2. Ucdel HoTgRl
H 100 ¥ D ABS! YANT BT 2 A1 U HRET | 3. fpg wx ddee
g9 H 500 T BT ABS! BT YIANT BN G e
19 AT I H 2,000 T BT DS BT TR * (Royely)
BT | SIfeTy HRTFT a1 # dael @ arTd aRad -0 ¢ |

ST ofdidT Pl

gl v &7
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Variable cost per unit

Cost (%)
Cost (%)

Xy

o Volume of Production Volume of Production

o #. 1.2: gRad=2lied T &1 AdER

I UBR T HAT g9 § IfQ Ueh 985 50 T AGIgX ofdl & dl &l il
M H g8 100 T AT T AT IR BRIl 1 H D! HSIGR! 200 T
Bt | 3aferg 9gs @) Aorge ¥ aRad=efiel amra 2| w9 Y AnTd Y
SATET BT J=T I UeT ®™U 3 GId gl 8, gRad-eia g8l &1 39
ATl & A eTor fe -

1. TT@] FHol IR I DI A & AU H gRafcrad sl 2 |
2. 9 318 URaRiie arTa vt el 2 |

Jef—rfl a1 ef—uRadasfid @9 1d  (Semi-fixed or Semi-
variable Cost)- ¥ I AFTd & RTHT B
9T < BT § SR HY 46T uRadeelier |l arrat @
BT 1 SdTed @l °91F § gRddd | g9 | SKIeNul
ANTAl H IRIAT BIAT 8, TR S U H | 1. 7T BT |
81| O U® BREM H 1,000 A9l & |0 wweq a9
Ul BT SeTe Ui 6 BT §, AR ST | 5 rovarey Frdiers @7 4
JETH 2,000 G UfT AT o) a7 g ar
H‘%ﬁﬁiﬂw(depreciation)ﬁ?ﬁ\%ﬁqmﬁ 4 Torel <t 1
T IS AT GYAT &1 8T FIfh T 5 deal R iR a1 2 9 &,
(i) 9, qAT (i) TANT | N BT 98 91T Ol 999 9 IWd 2, 98
2 3R S 91T WANT 9 AT 2, 98 GRIA-ed & | 391 UhR CAlbIA Bl
I B AT a6 W BT 8 qAT I uRadeid 8 9l & | Rt
faeeiyor # gra: el SINTdl @l yeore g el 1 SIdl, $Aferg 5974
I Rt dor gRadaeliiel dw@i Bl e -3l T &R Y- I |
Twferd o fear Srar 7

TR AFTdT @7 faf =T 7el &1 IR A== 8aT § o4 &
o 1.3 # g9 M B




X
2
A A M &
X X A NS
& & ;\{80
NS N4 Ry
o N
ST & S
—~ RS — @ = 2
(2 N Qe‘ [0 N [\ A
- N Q,Q ~ ((\\ ~ Os(b
@ P 2 & B S
Q @ > o > Q
(@) <9 O «0\ (@)
(0] » X o » X (0] >
Volume of Production Volume of Production Volume of Production

&, 1.3: 21—l arTal ®1 gdgR

Y

A

—A
& A = Fixed cost line
% L B B = Semi-variable cost line
§ C = Variable cost line

C
o) » X

Volume of Production

o &, 1.4:%rN, aRad-siia denm sigf—emft arral @r
qIHS AGER

3. SWIE oFdl d J@Efer arral § affexer (Product
Costs and Period Costs)

IAE dFTd 9 8 RFa S arrd § afdfera fear ST 81 ia
T H W 38 SISl 9T & | I R SdTed @ fofg 3aedd il ©
AT IATEA I AET § IRIAT & JTIR Tedl dgdl © | IdTa ArTdi d
ggel il STRTd, Ucdel #19 ofd g URad-eiel SuRery Iftqferd € | s=
IR BT I AN, Ffa Wi qur FEomda e o ard |
afteafera fear ST g1

Ay AR I § S 3afY & IR I &I Wi § aAT ST Icared
P AT | Bl AT T T8 8rar| T erafy § J arTd Wd @l S
g, I 37afY H I AFGR g 99 Il & Mg W@ # smfaRRad
FR AT ST | A AN 9T & 91T 9&dl & | ofd Ha+ BT B, gawerapi
ST I 3N BT I FHI & AR fBar Srar &, IR a8 4 8
3FeraT AfAe | sy ANl bl IUTed a3l g Ii bl ATl H ArRdford
T8 fohar e |

& UG 3fafy ARTAl H qEDHROT A DI TUMT DR b GIEHIOT A
HEdqUl § R A ARTdl Bl @af & aM—g1+ @rd # exdlt~=d &R

ST oidibT B
gl v &7

L STENTH
g3 HrHY1
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JUTTRET R AT ST & T4 a¥] NIl Bl i & i § Arferd
TR T Ay # forar S e 2 |

Ao SIFTd g A oNTd ddb-ildl § IS oI 9 3afS oTRTd
== Bl 2

4. =it e siffa=roi @l § affaor (Controllable
and Uncontrollable Costs)

=0T & YR TR AN &I g7 97 & favad fhar <1 dadar 8-

fr=vfir @RI (Controllable cost)— M= o8 39 99 AFTdl
B Il BRAl & 59 R =0T fBar & Gl 2 | §a8 el H,
=l @ 9 € ST fodll yasd @ gIRT 9Ifad &1 ST |Addl © deil
frereror Ay gl | aRad=eie aTd, SN Uciel AR e yeeT Horg
AEROTTAT =T arg gkl €

Afra=vfig ATa (Uncontrollable cost)- ¥ @FTd 9 & o9 @R
=1 FE1 fHar ST Fdhar e S YdId b gRT BH sl dl SIf Fdhdl,
ST 99 @1 v, 1 NTE, yeweral &1 aaqq enfe | it arrd g
f =i 8l g |

9 BRI & IR H & 91 AeayVl §— TEef], o WR & Soold b
o1 I8 T wfon ® f arma =i & swemar sifa=efie | R st
#, U IR AN Ue & U WR R el dr 98 and uea &
fpdl TN WR W A= 8 Ahdll 8| gwv], arddleld gie 3 |/
GIUGEEUEEL RIS RIS
5. Ufasire uq gd-freriRa arTrdl ¥ affdor (Historical

and Pre-determined Costs)

A & AR R AN Ufrstiie 9 ga—MeiRd awt & oo o1 Sl € |

VBT AT YT 1 AR & o] 01 ATl & be B
BT B UL DI S ¥ | aRAfId ARt & Yfoeiiie amT gl €1 3
ST IATE fshdT FHUE B9 & U] 8 SudTe Bl © |

ga—eiRa ST |fas arTd 8 dor g Mo Iaare fhar 9 gqd
B B fordn ST 1 3 @R A e orTa fafer (Standard Costing) # &R Td
W%@HW@W(Tender)&ﬁ@%l‘QWﬂ%ﬂﬁﬁ%l

6. AN T4 INMHNRI oTal # diff®dxor (Normal Costs
and Abnormal Costs)

JH=I AT d Bl & S A=y aRRefoal # srufed YR . & &1 S
21 T I IUTeT od T 91T Bl 2 |

IR ARTA ST ST & Af¥ead TR R 9MMI w9 9 &Y &l &l
STl dfods AT WR A 196 Bl © | A AN ScdTe AT bl 9RT a8)
BIAl Tl $HBT oNTd M—alf Wd #H ddRd fhaT S e |




12.

13.

14.

15.

16.

17.

18.

19.

J9-fI grfa SiTfaw (Check Your Progress)

S Ea wu 9 IAfed awgel 319Uy shs 9§l § S9
I8 =

(31) 3ucTel T @) v IrTd
() emil drTd @) =TH | @13 A&l
& IR T
(31) 3ucTe AT @) v IrTd
() emil drTd @) =TH | @13 A&l
G H AT H URadad & AR AR wedl
gedl B
(1) uRadeia orTd @) oE—R orTd

(@) emfl drTd @) =TH | @13 A&l
G H AT H URadad & AR AN wedl
gedl 8l B

(31) gRad=ela arra @) osrf—emrlt arma
SRSISISI (@) ¥ A Bz el

HREMET HaT BT o P IR T |

(31) gRad=ela arra @) osrf—emlt @rma

(@) eml drTd @) =TH | @13 A&l
TRl @ ARFd, SREET FRIed & 9a+, faoten wifdd g safe

b BB & |
(31) gRad=ela arra @) srf—uRad=elia arma

() T ArT @) s @ @ T
DI Pl AR IAET B AT H gRaa d gRaferd

T8 BT |

(1) uRadeia orTd @) ore—uRad=fial arTa

() emil drTd @) =TH | @13 A&l

9 ITEA ggdT © df Ui gdbrg ANTd &H Bl B |
(31) gRacTeiie orTd @) or—uRad-eiiar omra

() emil drTd @) =TH | @13 T8l
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gl v &7
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20. AN @ fA MR I Bl AHT B AU H
gRafda sl = |
(31) gRad-ee @) eri—uRad=eia
() Ty (@) 3 & DI o

21. WRY ARG &1 a9 OX 3feT Pl BT T
(31) AR (@) asbra
(%) SremTrE @) s & HIE T

22. ARadEN AN AR Ag Bl T
CIEIEPEN @) =
() 3T (@) 3 | DI ol

23. AN SATEd ST BT U |FT 8T 8 |
(@) = @) ga FeEiRa
() 3T (@) 3 | B ol

24, AN SATEd T BT U 91T BT 8 |
(@) A= @) ga FeiRa
() = @) 3T | Pig Ao

1.7 @Td @ d<d (Elements of Cost)

Hel AN B G HY W A qedl # dfer I g

1. AT (Materials)
2. 19 (Labour), qeIT
3. Y (Expenses)

Y AT TeT U™er Ud el S YR B B © |

EANININKN
| | |
EIF€|[?:T R 341;?&85' R
| | | | |
UgeT UgeT UgeT UL UL IUcTeT
AT a9 Y AT g9 Y



BRG] BT I famg 9
SIRT || v SuRer| ffaaver SuRery

o #. 1.5: PTG @ dod

1. AR (Materials)— STTGS H UIRT &M dTel UGIRIT &I AU dad
21 C.LM.A., London & 38R, & &Jawrd &l Jid &1 75 qeqall &1 oarird
T ST FEerrdt &/ 1 A < UhR @Y B & — Ucel 9 J1Uee |

gyae ARTRIT (Direct Materials)— “Gc7e @A &1 &FId 3w AIHHT
@I AT B PEd & G AT PRl IT AT $PIgTl B [qaRa aer 3%
WRCTAT W T @ o W " el Al Scafed avget H ucdeT w5
A TRART @Y ST 7 T BT W ST 99 S 7 | G WeRh H 9%g @
foHTor 7 g3 foev o AT 9T (Component parts)’-ﬁﬂﬁﬂ%ﬁ B B, o
HleX PR IATEH H SRR TJd, cfeafdo Sared ¥ fUgerR <gg, saufs |

TE ST & [T 9 f5 gR Sum @ forg goger ARl 81 Aot
g1 o, dUsT I # i avg dusT B I€ PUST GIR I
(Readymade garments) SEIRT & oIy Ucger AR 2 |

Jg™e AFRIT (Indirect Materials)— 3UcdeT AT ¥ 31U 9
AT A B S (BT ANTa TS W WRAdYdd 9 el wUu W ARIEd q8l
@ S Faar | O ARy (AT 9w 1 o T8 g, WRg SIS
ST H AN ool 2 | B AUl AHRRT Ui A1 Bl € S (iR awg)
BT 9N AT g9 S & IR ST I ol Ied1a+ AN H ST $HH Bl

12. “Material cost is the cost of commodities supplied to an undertaking.”
—C.I.M.A., London
13. “Direct material cost is the material cost which can be conveniently identified with and
allocated to cost centres or cost units.” —C.I.LM.A., London

ST ofdidT Pl

gl v &7
feagofy
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ggla v &7
feagofy
G- IfENTH
24 g wrHH!

2 5 S gwar & forg smeuer ARt A4 form ST 1 O, St 99 #
fAetTs &1 g, BeieR 99 | Wiel, sas |

2. 519 (Labour)- 3G &1 # AMGR IRTG P 519 FHed © | I8
ST T §ERT U9 cd © | C.LM.A., London & 3I9AR, el &Iaerd &
FHANGI B FOIGY), da+, HHIGE, 76 e & &Y § [F S qrel
TR I 577 T B8 8/ ' 319 o 9 &I bR &l B & Ueer 9
ot

ga& 39 (Direct Labour)— el 57 ¥ 3WU™ I Holgal A & Il
AN Beal AT AN ShIgAl ¥ ARl Yddb FHad @l ol Fhdl § | 98
S ST wedl ARl &1 AT avgell § gRafia w=ar g swerar 9l @& wu
T AMHR P deoldl &, UcUET 219 B =I1d 3MdT & | TedeT SHfheb Tad 39 greif
A BRI BB IR PI IUTGT DR © | SEERV & (ol HUST A H Selle Bl
S, SR G H AR BT 5/, BeireRk 99 H 93 &1 5/, 37fe Ueuer 5™ 2|

A9a& 519 (Indirect Labour)— 3IYQE 8T & <Id d $1H® 1M €
ST ST B Dl ¥y U BRI A T8 DR U Scd1a f5haT Bl wrelr
H AN < 2| 39D! AN DI Iy SUGHIT AT AN SHhIsdl | FRd
T8l fobar S vl g1 C.LM.A., London, & AR, “3/ycdel 419 olIiTd ¥
ST O¥ FOIGN] ¥ & GIf ST ®7al IT GRTT $Hh1g4l § [aaRd 7&l &l ol
A TG G GINT ST ST SH SIHIfoTT @ off wandt 817 1

3. g9 (Expenses)— &I ¥ dc9d S9 oFTdl 9 © Ol AT 9 3M
ANTAl & IMfaRad el €1 &g WY T UBR & B B— UUe 9 31Ued |

Y& > (Direct Expenses or Chargeable Expenses)— Ucdel AR
AT T UIeT $TH T & SIfaRad 9 aTd, ST Uel wu 9, fa9y &t
IT ANTA SHISAT A FHfd & ST Adal 8, Iode] I HedTdl = |
C.LM.A., London & 3THR, Y& & d & & il ITd %1 IT AT
SPHISY W GEIT I1 STP! AR v o wed &/ " ye < @
Iererer ffefaad -

(i) TR BRI T TANT | o & forg ARy /i &1 fh_m (Hire of a

special machine)
(i) a1 0T & forg aem der feomgs <9 |
(ii)) @™ & fory faar T e Yo (Royalty) |
(iv) TRy |l g AT BT AR |

14. “Labour cost is the cost of remuneration (wages, salaries, commission, bonuses, etc.) of

the employees of an undertaking.” — C.I.M.A. London
15. “Indirect labour cost means wages which cannot be allocated but which can be apportioned
to or absorbed by cost centres or cost units.” — C.I.LM.A., London

16. “Direct expenses are those expenses which can be identified with and allocated to cost
centres and cost units.” — C.ILM.A., London



(v) 5 faey & Sw=i yarTee @ (Experimental expenses),
fe |

i) fsdt faey &R a1 3o 9 wIfad I=r &9, 3nfe |

A9ae ¥9 (Indirect Expenses)— 9 91 &1 ST ol faRy @mma
ShTs W TR T BIbx) AEITAT 94T daf W Fwfd 81 8, JTucdel
I FHEed &1 C.LM.A., London & ST 9IR, “&ycer &7l 4 d T+ &
Gfafora 8 Off arTa el a7 Ird SHIsAl @&l faalRa T8l fey T
b R §9F T IGINT I1 ST G% AT v o dad &1V
&3, 3Mfe |

Prime Cost and Overhead

gcue AT + Y& #H + UJer gy = ¥Heol old
Direct materials + Directlabour + Directexpenses =  Prime cost
UL AR + 3T SH + UL Y = SuRag
Indirect materials+Indirect labour + Indirect expenses = Overhead

SURSIT (Overheads)

JURIGT o H I8 I AT 2 [ Rl AR BT Uodel T JUel &l ARl
# fafora foen STar 8 | Uue anTd @ |9 dcdl (Tcer AT, Tehet sH
Td GIe ) & ART BT Jol AT (Prime cost) HET & TAT I ART
@ T deal (STl AT, J1Ucdel $TH U4 3[Uel ) & 1T dl SURE
(Overheads) @&d 8| C.LM.A., London & 3THR, “s7gcer Tl S1qcer
ST T ST I & IRT B FYRIT Hed &7 39 UBR SIRITI B
for 9 9@ B g

(i) 3TY<IeT AT T (Indirect material cost)

(1)) 3TITE 219 T (Indirect labour cost or wages)
(i) TYUTE Y (Indirect expenses)
SURST I AT (oncost) ¥ HEA ® |

SuRal &1 affeur (Classification of Overheads)
SUReAT &I q9 WA # dfel ST 8-
(i) PRI IR (Factory overhead);

(i) PTATETT T URIRAA SURET (Office and Administration Overhead); @I
(iiy faspa g faavor IuRery (Selling and Distribution Overhead)

17. “Indirect expenses include all those expenses which cannot be allocated but which can
be apportioned to or absorbed by cost centres or cost units.” — C.I.M.A., London
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(i) PRETET AT IUTe] SURII  (Factory or Production or
Manufacturing or Works Overhead)— ST+ 9 HA% 319deT ARTd A ATerd
g O PREM H ST IR Wd 8IAT © | 3774 el AT, 3T9cel 519 Uq
e g AftAferd €

(@) srycger AT (Indirect Materials), SII— HIIAT AT =T
SUHRY AR, (Consumable stores), Oal, ¥, a8 onfe, oi@s Al

(Stationery), ThTg & foTQ 31TS, g, YRMET HUSI, ST |

(@) syw& #19 (Indirect Labour), SiN— $REMT Yd=8d BT dd,
PREM & HEATAT & HAAMRAT BT dad, edi (Inspectors) &1 da,
oI BT UIRSHD (Overtime wages), THIS HHATRAT DI HASIG] |

(1) 39a& <A (Indirect Expenses)— 39& Ia1ex0T 4 8 HR@MT
W &1 forran, 7eiFl &1 |N, SRE™T ¥aq &1 191 9, 741 & J=RF7d
T TEY FI, BREM H AP BT I, HREM H YHRT R A
(Lighting expenses), 3<IR & ITARITd <0 (Internal transport expenses), 2T

(power), ST |

(i) dIATT d 9gImEd SUREIT  (Office and Administration
Overhead)— <147 {6 9™ 9 Afed 8, 39@ avid A HRITEd Ud UG
I gHERT GG e, drTd aftaferd gkt €1 C.LM.A., London &
AR, A T e Faarg &l Aol [FEiRa &=, G137 BT Farerd
HYT TAT BT BT [T BRA Pl a8 AT & Il GoIeT wq H [He!
ST, fAbre, SeuIe, [T vq 35 &rdf W wefa 78 817" g
fa=rfeRad #< wftafera &

(@) uae A (Indirect Materials) 99— oi@d AR
(Stationery), S1% fc®he Td U= (Postage), WIS & oY $Ig. 9 91, SN |

(@) suaer 51 (Indirect Wages) SR— BRITGTd HHATRYT BT I, TG=T
FATcID! T 94 (Salary of Managing Director) &1l & HaTeldh! BT AIRSIHE |

(1) Iy a4 (Indirect Expenses) S— HATe Had &7 fowm,
ST AT (Legal expenses), BRI YHIT (Office lighting), TelIh &4,
PHRATAT 9ad, BAMER AT IUGRVN B BRI d A, BT ITIher]
(Office air conditioning), fafder HrITer™ @ (Sundry office expenses), 3T |

(iii) fasha wa faaver SuR<ry (Selling and Distribution Overhead)—
IR B I B IURT AN I~ B AT AT BT el db Ugad A
Trfd faff=1 @ faga vd faaror SuRea s &1 C.LM.A., London

18. “Office and administrative overhead is the cost of formulating the policy, directing the
organisation and controlling the operations of an undertaking which is not related directly
to a research, development, production, distribution or selling activity or function.”

—C.I.M.A., London



@ IR, 1A% @I TAT eSB! B G777 V&7 B [0 P T8 T [ ST oIedihT ]
SURer &/ " faervr SuRery 9 ufthar &) ovrd & o U @1 T avg TPIT VT &
PI o7 @ [y TAN BY o JNB &Il & T Slery 7T Erofl SET g3 farauly

B GF: GAT H oI GG g9 & §1g G gid 8/ % fawa gd fadzer
SURAT # ft avcheT AR, 3TUeT $TH U4 el ¥ B dcd B o |

(@) rycuer ARl (Indirect Materials), Si— o@= AT (Stationery),
:P:Ifﬁ BT ANTA (Cost of samples), YT AT (Packing materials), W
MTSAT & feg I, W S (Oil, grease etc. for delivery vans), & T
(Price list, catalogues), S |

(@) ya& =4 (Indirect Labour), SR— fas%d Yawera &1 da, f[Ieha
TAhl BT dd-, Mfe |

(i) IrYaE =g (Indirect Expenses), Si¥— famd= (Advertising), Ir=T
@ (Travelling expenses), fashd %@ PENE] ECaE| % II (Showroom
expenses), $9d VT (Bad debts), T &1 fHMT 9 379 &3, fde! AT
(Carriage outwards), gaiiT IMFSAT BT TR T AT, IR BT I3
(Insurance of goods-in-transit), Yf&T @ (Packing expenses), UTedi &
ARG &1 @ (Entertainment expenses) |

J9-fI grfa SIfAaw (Check Your Progress)
25. fHol AN BT T ©I A aai | oo fasam Siran
=
(&) T @) =1
() = (@) 379 ¥ HIg TE
26. d geg @ Ao 3 fey qu AT 9rT A st
B © |
(a1) yme (@) argcger
() (@1 @1 (@) g (@) sTH & Py Bl

19. “Selling cost is the cost incurred in promoting sales and retaining customers.”
—C.I.M.A., London
20. Distribution cost is the cost of process, “which begins with making the packed product
available for despatch and ends with making the re-conditioned returned empty packages TSI
available for re-use.” — C.ILM.A. London g5 w7y
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27.

28.

29.

30.

U AT a%g &1 ST T8I ], WR] S IedTaH
¥ | ool g

(31) gcger |l (@) mgcger |Hdl
() (@) T (@) g (@) 38 A B3 TE
HUSl g H JATR BT S gl

(31) gcTer 4 (@) ucTer %4

(|) (31) der (@) T=T (@) 3 | P B

S AN Bl IT INTd shrsal § fadRd dgt & S
b, IR, ST GRT AN AAAT IH SIATIT DT T Febel!
=

(a1) ucme (@) arycer

() (@) T (@) g (@) 38 A B3 TE
YT AT, ITUIeET STH TAT I I & ART Dl
PEd B |

(a1) SuRera @) ger @

(4) 71 @mTa (@) 3 | P o

1.8 @l @FTd & 3T (Components of Total Cost)

1. Yo @NTd (Prime Cost)— I8 YcdeT A1, Ucdel 379 e Ucuel <

BT AT L |

2. ®RETAT o Td (Factory or Works Cost)— I8 ol ofld Tl
HREMT SURITIT BT ANT B | HREMT SURITAT § 3UTe] FrRN, ITucge]
A UG IYTe] I ATl ¢ |

3. SdIGA @I @RTd (Cost of Production)- I8 ®HREMT &RTd 9
PBIITII TG YA SURAT BT AT 2 |

4. el T 3dT fa$ha ATd (Total Cost or Cost of Sales)— I8

IATET P oINTd de fahy 9 faaror SuRerdi &1 anT 2|
NI & qcdi & 14 @l § qear ST g—

. W&TW+W&TW+W&T®U:H§[W

Direct Materials + Direct Labour + Direct Expenses = Prime Cost

2. ol AN + SREMT SRS = SRET AR

Prime Cost + Factory Overhead = Factory Cost or Works Cost




3. BRYMT AR + BRI 9 Y SURSTY = ITeS I dATTd eTTd e@HT P

Factory Cost + Office and Administration overhead = Cost of Pl v &
Production feoofy

4. IR B AN + fdshy g fIdRoT IURSTY = Gel oITd a1
[EEX IR

Cost of Production + Selling and Distribution Overhead = Total
Cost or Cost Sales

drTd faaver (Cost Sheet or Statement of Cost)

AN diferesT T U faaror g s afer faey # fbu v Sareq |
[T ATl © A= 3T T S 8 | AP vy S<dlfad avqai B
Hol AN qAT URT DS AN S BT BT |

DT UMY 5 YbR Bldl T—

ARTd fdavoT (Cost Sheet)

faa¥or Particulars Gt olild gfa 5#7/.{ cTTd
Total Cost  Cost per unit
< <

el AT (Direct Materials)
Y&l #11 (Direct Labour)
JeT g (Direct or Chargeable Expenses)
el A Prime Cost
HREMT IURETT (Works Overheads)
DRYTT ITd (Works Cost)
A SURY (Office and Administrative
Overheads)
IATGT I oFTd (Cost of Production)
fasa vd faaror SuRegy
(Selling and Distribution Overheads)
@l oA (Total Cost or Cost of Sales)
ST AT B (Profit or Loss)
faera (Sales)

Illustration 1.1:

Swadeshi Co. Ltd. supplies the following data for the month ending 31st July,
2020.

L STENTH
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Direct materials

Direct wages
Selling and distribution overhead

Office and administrative overhead

Factory overhead
Profit

Prepare a Cost Sheet and calculate:

3
90,000

75,000
52,500
42,000
45,000
60,500

(1) Prime cost, (ii) Works cost, (iii) Cost of production, (iv) Cost of sales, and

(v) Sales value.

Solution:
Cost Sheet
for the month ending 3 1st July, 2020
3
Direct materials 90,000
Direct wages 75,000
Prime cost 1,65,000
Factory overhead 45,000
Works cost 2,10,000
Office and adm. overhead 42,000
Cost of Production 2,52,000
Selling and dist. overhead 52,500
Cost of Sales 3,04,500
Profit 60,500
SALES 3,65,000
J9-fI yrfa Sifag (Check Your Progress)
31. UTE AFEN, TOET ST TR U & & IRT Wl FEd T

(31) SuRera

(%) et @

32. IATGT B AN + fashag g
(@) o1

(%) et @

@) Iy Ig
(@) s & @ 7
faaor SuRag =

(@) SUEH T

() PRYMT <IIId




33. PREMT AN + BRI 9 YR SURST =
(31) BT oTTd CISRIERRSIRN]
(\) gaT oImrd (§) PREMET IR

34. fapy amTd + AmM /BN =
(e1) faspa e (@) a3
(\) |1 oTd (§) PRI NI |

1.9 3gN yufa Sfae ge= @& SR (Answers to

Check Your Progress)

1. (4) 10. (9) 19. (9) 28. (1)
2. (@) 1. (31) 20. (31 29. (@)
3. (an) 12. (9) 21. (30 30. (1)
4. (30) 13, (a1) 22. (d) 31. (W)
5. (49) 14, (31) 23. () 32. (31)
6. (d) 15.  (9) 24, (30) 33. (a1)
7. (@) 16. () 25. (4) 34. (31)
8. @) 17. (9) 26. (30)

9. (a1) 18. () 27. (@)

1.10 9IRT (Summary)

NTd FEROT 7 3fef IRl g HATAT DI ANTT ST BRAT & | o T
PR DI dhIPI—dd-dl I Glhar Affaferd 81 aNTd odih- o=dl &l
QD] H oRATdg HRA DI Uh Uik A 2| dRTd Sid &A1, =01
AT AR A BT, [Ahd Jou MEiRd &=, faRer 4 weme qufas
JMMITIHAT B gfcf qAT BRI BT Hedidhd Yd GUIR Ig AN adid] & 3¢l
2| ANTd AWidT & A UEIDI, SUHGAdR, HHANRAl, ARPGR, Tl
faferastad! @ v 81 § |

NI oG ©g BT AU Th I Aafdd a1 994 | &, oraa! anrd
ST DI ST © TAT AN =07 & v WanT &1 9l € | U RIH, U
T, Tb G AT IAD] WHE AN D& © | AN I IcdTad awgali
g HaRl P T dadl Kol AN S bl Sl © g Ul sbrg oI W
pTell Sl € | aER IR AN @1 §h1g AT —3Ae BIAT & | AR
sffsotae el ue WR ar O fawmT ererar ufhar &1 |t § |

ST ofdidT Pl

gl v &7
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AT YHROT H FA A&T0T dTell T Dl e —TeT FHg H fawriora
BT & | DT @] YdeT AT JAUchel, Rl qr yRad-eiel, Sure
ST doHT 3fafe ST, Ve o Ud qd et vd dMmg dern aiR
ST SRTA foam S 2 |

SN & d<d RN, 5 deT 99 39 3 faamt # fawifoa fay o 2
AR, 219 qAT FY I8 AN B ded YdeT I ucdel faaml # famrord
fhY I © | ST @ UIeT I & AN BT ol ARTd el Sl @ | ST
D JAYIET AT & INT DI IURSY el Sl & | SR AHRIAT BRG]
IURSY, PRI 9 YA ARy qr fasha g faavor IuRey o
faTioTd o ST 2 | ol dNTd, SREMT AR, TG anTd a7 fahy
AT ol AN @ 3T | AN difetdl Y 941 faaver & e Sged
IaaTfad IRl DI Bl AN TAT Ul $hIg AR BT AT BRAT ATferehl |
A ARTAl & AT 3T S2MY IR 2 |

1.11 Y& "eardeil (Key Terminology)

o WNTd d@i® (Cost Accounting): TR <IGidh AET BT &Idi H
IIdg B Bl U AaiRe fafer g

o ANTA (Cost): TN BT 9] WR W by Y AT SHD TR
Tat &) R 2|

o ANRTd % (Cost Centre): TR ®vx I AMNURT UH I, afaad a7
[T A1 S9d W8 ¥ & RNFal AR S $ S § e AR
=1 & oy gAnT &1 Sl 2 |

o ANTA 3dTsaldc (Cost Object): AN AWIHR BT fHedr W AT B
AR B BRI DI AMaeIHAT 8 Adbdll & AR AT Aol BT AFTd
ifesige ded @ |

o ARTAl &T FffHROT (Classification of Cost): TH A TEI0T aTell
ANl BT 3T AHE H [IHTITd BRAT ARGl BT aifiehroT
HEAT & |

o YUH WNTd (Direct Cost): Y& AN H ST FHI NI DT AHTILT
BIAT 2, S Gl ¥ il NI Sh1s 9 FRId @ Sff Jahdl 2 |

o YL ANRTA (Indirect Cost): YL oFTd H S9 I &I &I
FATIY BT B, S ARl a9 & fofg fvy S & derr i geran
I A TH AT SHIE A R ol By ST Fad |

o ¥l AT (Fixed Cost): Xl TR 98 oA 8l & off Scarad
@ 7T H gRadd & gRafda =2 gxfl |

o URad=Tefiad @RTa (Variable Cost): TRITTNT NI G @RI &Il
g Sl I B A3 H gurd 9 uRRafid enil © |




o ef—%erfY <mra / aef—uRad=efier T (Semi-fixed Cost/ T SAETHT BT
Semi-variable Cost): I SN 7 o1 Yo 9 ¥ W1 BT § 3R 7 & TPIT T &
o U A gRaceiier Bl 2 | foroqofy

e IUTE oTd (Product Cost): STUTE ATl # YUeT AT, UcdeT 31,
gIe I qAT YRad-ele Sare arTd Affferd Bt 2 |

o 3@ WA (Period Cost): ST A &1 IATGH &f AT A DI
A | T8 BT AU AT BT T W @ ¥ BT § S9
Ay AT FHEd B |

o fra=vfla @A (Controllable Cost): ST AR Ud=d @ §RI
g @I S Al © T =1 arg g @ S ifaeei
AN Hed & |

o 3IfTa=vfila @RI (Uncontrollable Cost): ST AR Y% & §RI
gaIfad F81 @1 S |Adhd § al e gy 9 gkl § s9
=i aTd ded 2|

o UfaeTii® @RTa (Historical Cost): Vg @FTd Y daTal @l
A & RTFID! TET I B WE HRA D gL bl Il g |

o YdferfRa &Ta (Pre-determined Cost): feiRa amra wigsy
PTeA AN BT 2 |

o UM AR (Normal Cost): AR oA d @R 8Kl & oIl
A gRRfEr # smfeid wR R <l Ol 7 |

e 3T STd (Abnormal Cost): 3NITHRI SITd @ SI1Td 8Kl & Ol
= aRRUfET # ufed Wk W T8 < Sl ©

e WA d<d (Element of Cost): AT, 51 QT &g N & dF dcd
=

o Y& HIHA (Direct Materials): Y&l AR & ARTd 39 AT
P ANTT BT Bad & S dRTd deal AT AN BT sh1gar &I faaRkd
TAT ST ORAdT I ST B S IO |

o YUH 519 (Direct Labour): Y& $TH &1 AR S $TH &1 ARTd Bl
BB © SNl AN Bal AT AN DI $HIsAT Bl fIaRd qgT S99 AR
I IR B ST 9P |

o UH Y (Direct Expenses): Ul I &I AN IH I Dl AN
BT BEd © S AN Dgl AT AN B sHhIsdl &l faaRkd der s34
TRATT A TG BT ST D |

o Y& AR (Indirect Materials): U AU & ARTd 39
I B ANTT DI Bed & Sl ANTd deal AT ANTd bl ShIsal Bl
faaRa dor S Sxerar W =T 981 B 57 Gl 2 |
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o AU HH (Direct Labour): 31U M &I AN 39 39 Bl AN

BT BEd © S AN Dl AT AN B sHhIsdl dl faaRkd Ter s34
TRAT I FHIRId A8 BT ST Fhal 2 |

o AU FY (Indirect Expenses): 3YTET I DI AN IH II Bl

AT Bl Had & Sl AT deal IT AN bl SHhIsdl BT faaRd de
I ERATT | AR T8 B ST Fhdl B

° rimme Cost): Hc , AC G
Hel oTd (Prime Cost) el FHdl, U SH A1 U I Bl

AT ol ARTT |

e JURCTT (Overheads/Oncost): UL AT, Ul $H dqAT

AU FY BT AN SURTY ¢ |

o WA f4a@RuT (Cost Sheet): TR ATfeTdT HT Y UAT fdavor g foraH

Ity a9y # fhv U ST 9 gRfd adl & fafi= 3FT g9y
ST B |

1.12 -JcATdH U1 Ud JXITH (Self Assessment

Questions and Exercises)

o] I<XIIA Y% (Short Answer Type Questions)

1.

AT oIl 37 Te BHIfSTT |
Explain meaning of Cost accounting.
AT oidih & Ie3g fordd |

Write the objective of cost accounting.

NI ol & Hewd ford |
Write the benifits of cost accounting.
Tde ANTd &1 3] e HIFY |
Explain meaning of direct cost.
ANITE ANTT BT N W I |
Explain meaning of indirect cost.
NI BT 31 W B |

Explain meaning of cost.

NI B b1 31 ford |
Write meaning of cost center.
NI SdTs &l e fordd |
Write meaning of cost unit.

AN i 31T T BHIfOT |

Explain the meaning of cost accounting.



10.

1.

12.

13.

14.

15.

16.

17.

18.

Y NI T 312 FETERYN B T T BIY |
Explain the meaning of fixed cost with example.
aRacTeiel ST T 3fef IETERVT & T W DI |
Explain the meaning variable cost with example.

FI—uRGITMeT ANTT BT 372 IETERT & A WL DI |
Explain the meaning of semi-variable cost with example.
AT & THR WL DI |

Explain the meaning of types of material.

5 & YHR TE BT |

Explain the meaning of types of labour.

TR B THR T DI |

Explain the meaning of types of expenses.

Tl ANTA BT 37 T HIFY |

Explain the meaning of prime cost.

HUIIY BT 3 T B |

Explain the meaning of overheads.

FHA AN B T WL BT |

Explain the components of total cost.

el ST 999 (Long Answer Type Questions)

1.

NI Si@ih BT a1 A 87 AN oididh 3R g oi@ice H
RIT—FIT FR 2?

What is meant by cost accounting? What are the points of difference
between cost accounting and financial accounting?

AT i1 BT GRHTET IR | g9 AT BT qoi BT |
Define cost accounting. Explan its advantages.
NI oG & Sedl BT g DI |
Explain the objectives of cost accounting.
o BIRTY (Distinguish between):
(1) YeT dAT JUTE I (Direct and indirect expenses)
(i) AN JFE 3R ANTT &= (Cost unit and Cost centre)
@iy IRad 3R 3ref—uRaxd AFTT (Variable and semi-variable cost)
TgeT oITd bl U9 Fdigy |

Define direct costs.
AN oEihg &1 A, fa-g oiRdTeh Yommell & U1$ W9 dTell
HAAT BT YRTHA 2| 59 HAF DI [Gaa=T I |

“Evolution of cost accountancy is the outcome of deficiencies in financial
accounting system.” Discuss this statement.

ST ofdidT Pl

ggia vq &7
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SITT AFIHT Bl 7

ST G W 3T T AHSId 87 U Bl INTd oIaTfafe @l
SuARTArRT @1 fadeqr ST |

What is meant by cost accounting? Discuss the advantages of cost
accounting to management.

“UH AT oIl UgHd Sl dadl fAsa qedl &l MuiRa a1 & Iged
A AT ol BT &, MU I£¥F & BIC AT BT 8 U HR Uil & |
g g |

“A cost accounting system that simply records cost for the purpose of
fixing selling prices is able to accomplish only a small part of its mission.”
Explain.

v Faar H geg A vk anrd gewt w & sl g 1
U & foly ANTd el & Fwd SUIRT R faaes1 S |

“Major policy decisions in business are based on cost factors.” Comment
on the possible uses of cost information to management.

“HNTT olgid Y] & oI Urire gd =1 &1 U 39 & |
=T BIRTY |

“Cost accounting is a tool of managerial planning and control.” Explain.
AN @vs ¥ MY R FASI § T I8 HRAM S US 9T 4 fod
UHR =T 87

What do you understand by cost centre and how it differs from a
department ofa factory?

SARTAT BT TSR HRA | FB T 1 58—

Following are some of the ways of classifying cost:

1. UI& 9 JUE (Direct and Indirect)

2. I 9 uRgaaeie (Fixed and variable)

3. =i g =0 (Controllable and uncontrollable)

ST ¥ UUd I BT 3 FAT U TGP DR & A Bl
CEE A

Explain the meaning of each term used and the significance of each of the
classifications.

NTd & dedl &l JeT H g BHIToTY |

Explain briefly the elements of cost.

1.13 9E™@® Urcd AU (Suggested Readings)

ggla v &7
feogofy
8.
9.
10.
1.
12.
13.
VST
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1. Cost Accounting Theory, Problems and Solutions, Author: M. N. Arora,
Publisher: Himalaya Publishing Housing, Mumbai.

2. Cost Accounting, Author: Prof. M.L. Agarwal and Dr. K.L.Gupta,
Publisher: Sahitya Bhavan, Agra.



10.

11.

12.

STRTT IEih: olddh: Hl, ST UG M1, UhTelh: INaTe! UfealIRT
ey, STIYX.

TR oiRgihT, HgT~dd Ud fhaTcH®: oiRkgdh: UH. UH. AZIaN], UH. U,
RIe1, UhIeTd: HA8TdR UM, ool |

Cost Accounting — Text and Problems, Author: M.C. Shukla, T.S. Grewal,
M.P. Gupta, Publisher: S. Chand and Company Ltd., New Delhi.

Cost Accounting; Author: S.P. Gupta and Abhay Sharma, Publisher: V.K.
Global Publication Private Limited.

Cost Accounting and Financial Management, Author: CA B.
Sarawana Parth, Publisher: Wolters Kluwer India Pvt. Ltd.

Advanced Cost and Management Accounting — Problems and Solutions:
V.K. Sexena and C.D. Vashit, Publisher: Sultan Chand & Sons, New
Delhi.

Cost Accounting — Theory and Practice; Author: Bhabatosh Banerjee,
Publisher: Prentice Hall India Learning Private Limited.

Cost Accounting — Introduction and Basic Concept; Author: Minaxi
Rachchh and Gunvantrai Rachchh, Publisher: Vikas Publishing House.

AR TIATh; oldd: ACANR, Hg¥as], "dd, 3Adrd, Wl U,
JRATS! YR BTHE, SR |
Cost Accounting; Author: B.K. Bhar, Publisher: Acadaemic Publisher.
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I 2 AT ARTd @i
(Material Cost Accounting)

HAT (Structure)

2.0 gRTA

2.1 ST

2.2 ATRAY BT aref

2.3 AUl T @1 geare fafert
2.4 AT =T

2.5 AUl =0T 3 dd
2.5.1 TERAT gomTel
252 Wlh &R
2.5.3 YRR AT

2.6 3T W v ueel @ ST
2.7 AR

2.8 I FeqTacll

2.9 W-YITh Y Ud IR
210 HEH UGy HHIT

2.0 YR=I (Introduction)

el g & SUTeH IRTd H AERN a1 AT Aewaqul gt ® | ARl g
T YT YBR B! BIeh & | AT HUT P ot R Sfrd fRa=mor
G A BIAT & | 39 AT H AT &7 e, AT i qoaid
faferl, el frreror e ARl s o @ daiid @ aR H SRR 6uT |

2.1 3% (Objectives)
39 I BT Ug & 91 II—

o AT BT 37 qAT UHR HHASH H HEIF |

o Gl oA @1 el ARl woe 4 |8 |
o IR =101 @1 Q1f 7 IRTT FHIH H HEIS |
o AT =0T @ dH-IDI BT FHIE H FEIS |

22 AR &1 312k (Meaning of Materials)

Al U fORga wes 2| 598 9 9 e affea B § S Saared #
TEIRIT BT TR B & fory SUHRT # oe o1 & | ARl & 1 g |
Fiftpa foar Srar 28—




1. 938 A¥AY (Direct materials)— I8 IS H YANT B aTell 98 @7 &7 od@iaT

Ped] I BIAT © Sl IcdTad I&GA H UeT U A YANT Bl & 2T IHDI
U ST §9 STl & | O i, #1991 | oTbel, gei & Scdrad 4§ fg),
IFHY B IATGA H T, IS |

2. Y& AR (Indirect materials)— I€ ¥l I # TANT 8
I Hedl ATl BT © IR 9 ANTd 3l A WReAdIgdd d Ude WU |
Frtyd T8 fear S At | O |l ur: AT axg @ ofF T 8 g
IR SR H AN <<l g | O DRI, dgd, 7R dd, sfs |

3. f&¥ gof (Component parts)— I8 IURT a&] H TANT B aTel
U 9T BId 8 Ol ScTed @& oy Habfora fy od €1 3 R goi ar ar
e | T fey 9a € [ MIRfA gof (Manufactured parts) &8 @
AT 5% IIOIR I A [HAT S 2 512 6 fby 7Y gof (Purchased parts)
FHE 2| O PR & IATG H TR TAT ST, qed AT 3 3T o, oI
e, L4l Sed # fUaeR <gd, sas |

AT—{Al (Inventory)— I8 Udh fIId g © forad deal |,
femfomef= Arer den T T1a &1 wie aftafera g
23 qrfl ftae @ gedie faftrat (Methods of

Pricing Material Issues)

o9 TR ¥ fod srd—eney & forw ARl &1 fAeiee foar St & ar 98
Agcaqul U Iodl B [ Al @l fbw qou wR R fhar S| as
TR 9 TR @11 981 (Stores Ledger) H @fedd 3ifds! & Herdm |
e B TS B

Stores Ledger Account

Date Receipts Issues Balance

2020 Ref. Qty. Rate Amt. |Ref. Qty. Rate Amt.| Qty. Rate Amt.
(GRN) Units ¢ ¢ |(SR) Units ¥ 7 Units ¢ 7
1 July — _ - - |- - — — 200 5 1,000
4 July 430 500 6.00 3,000 — — — — {200 5 1,000
500 6 3,000
8 July 441 800 6.50 5200 — — — — (200 5 1,000
{500 6 3,000
800 6.5 5,200

10 July — — —  — | 115 900 ? 600 ? ?

feoofy
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9 R WAl 981 & AegI= q g A1d Bldl & [ Tl I8 & b 10
ST T ST 900 SHISAT BT PR o 11 ST o &7 8MT @M=y
qAT 39 AT DI Y WIdh FT qA&IBA (8 ISR [HAT Y| Ig FHAT
ST AR 31Tl © difds i H ST ARl &1 B [=—~ 99 &R
a1 Jeai W B B ar 21 wReg o9 9l &1 e Sared & forg
FRAT BIAT & AT I8 FARIT Gl 8l & [ Al & A &1 Jeariae fhd
UHR T SIQ der 9y Wi &1 Aedia fd UHR 81 | I8 i qof %3
& TR BT =BT AT AT Hod TR AT IoiR Jod TR T fhdl 3R 4o
UR? Ig YT gy HE<ayUl © Hifdh $9 oAb W I ol A B
AM—gI WR AlET g9 sl 2 | e gedied VAT B o ifaE Widh
BT 4o D B ST AT $AA o™ DI 3 AfAD 81 1A & 3R i arf~H
I & eI B 21 al o o IR N FH 8 A B

AR & R & Jodied @1 oM dgiorll i1 R & 8| I8 91a
& o7 A & b I 9 9l & Ha & qodied &1 fafeddt € 4 16
el & ifae e &1 3 et A= sdedemeli W emiid B |

1. U8l 3T gl oAT fafer (First in First Out or FIFO)

9 fafy & srafa off 9l R # 99 U &) Ot @ S He¥ Uz
forifaa ot fosar Sar 2| ugel 9l & S 8 W Sid 3 AR 6
T foar ST © 99 SHaT i 39 R o IR e sirar & i
WR HH H A AR T Bl TS ol | TR GR b GAE B W AHA D
e &1 Jeaies T IR @ @ 78 ARl & Jod W meRa B 2 |
9 UBR Fifaa arnl &1 qeaied S & | far sirar ® 59 %9 | 98
uT B g oY | 39 fafy # fee @1 Hou arafde amTa W& g 2

HIfde W ¥ I8 AEeRS 21 BT fh S ARfl ugel U g8 S9 Ugd
g it fhan SITg i a8 |wig 81 81 uTdT b STev—3elT 99y WR
HT D T3 A B ST R IATBR I G | R e &
qih & forg g w14 foran mar © fas SRt sreT—ete & | aaa # 39
q1d BT Y fbar Sirar & f6 S arll ugel ure g8 €S9 ugd i
forar Sy wiifs REY g AR safera sierar Sl &1 e 7 |

ara— 59 fafy & g om f=feRad &

1. I8 UEfd RS & 9T AT & FdgR § ofls off Adhdl 2| S99
fafie &t efde T 8rar|

2. 39 fafy & 9l & forfe &1 qeaied ®a geu R 2 fHar Srar
S AT i@l D1 gfe | S9H B | 3% IUTed od g d ol b
g |




3. 39 UG & AR U U8l UT B aTell AUl Ugel WA § ofls 77 &frrd ereia
S & | S QR AT dBR # A T8 8k ¢ |

4. 3= H 991 g WFEAT 98 Bl © Sil [ 918 H I Bl g 2 | 3N ID feoofy
BT HSIIHA aHM T & JTIR BT B |

JIY— 39 fafd & = qw = &

1. 519 99IR H Hed ¢ V8 8 ol I8 (g srguyged @il il 8 it
AR BT BT A TE WR fHAT AT 7 R T )R )1 W e
ST 2| 399 @l aNTd ¥l Yaferd &1 R gl (Haverd] |

2. 31 SUGR ¥ AT g AT & AT BT YART BIAT © A I8 WA ©
o aTe aTel SUBRI BT AHUT AUETh 3fed T HH A TR FRIAT BT T
B FIfd Ugel QX B AU T B gDl ol | IAA b oI &1 U Dl
NI H 3R 3T ST & T IADBT JATcHD AT HiSH & Il & |

3. 519 AT & Hedl H g geelrg JArar X 1 59 fafe 7 ferfie oy
HEEID Bl Sl & |

9ed BU oIl @ 9WI HA, U 3T Us oIl Ay | A a7fYe
gehe BIAT & difs AUl DI N YR HH Gl W =TS DI STl & qofl
TR ip BT Jedid qdIad el R 3f8d B Sl © | $9& (Ui,
gcd gY Yol @& 999 H, 39 A ¥ o™ &9 gae Bar © oy ax

IR (Tax liability) T &9 &1 ST © &ifd 3ff~<TH Idh BT Jedidhd B
R W BT B

YHIG— UBel AT Usel ST fAfY & Agwayol g91d $9 UhR o—
1. Il & PR BT Jedidd IRk dRTd 0R BT & |

2. MG DI AFEN B AN T [ & W) AT61 DI AT 8 |
3. 3ifvw Efdh &1 Hedids AHdH Jedl IR BT 2|

Illustration 2.1:

The following transactions occur in the purchase and issue of a material.

Jan. 2 Purchased 4,000 units @ X 4.00 per unit
20 Purchased 0,500 units @ X 5.00 per unit

Feb. 5 Issued 2,000 units
10 Purchased 6,000 units @ X 6.00 per unit
12 Issued 4,000 units
Mar. 2 Issued 1,000 units
5 Issued 2,000 units
15 Purchased 4,500 units @ X 5.50 per unit
20 Issued 3,000 units T T

grgy arHHt 41



TEH TR T dTBT From the above, prepare the Stores Ledger Account, using FIFO method.
Note: These figures have been used to illustrate other methods also.
feaefy Solution: FIFO Method

Stores Ledger Account

Receipts Issues Balance

Date Qty.  Rate Amt. Qty. Rate Amt. Qty. Rate Amt
< < < < < <

Jan. 2 | 4000 4.00 16,000 - - - 4,000 4.00 16,000
Jan. 20 | 500  5.00 2,500 - - - { 4,000 4.00 16,000
500 5.00 2,500

Feb. 5 - - - 2,000 4.00 8,000 { 2,000 4.00 8,000
500 5.00 2,500

Feb. 10 | 6,000 6.00 36,000 - - - 2,000 4.00 8,000

500 5.00 2,500
6,000 6.00 36,000
Feb. 12 - - - 4,000

2,000 4.00 8,000
500 5.00 2,500
1,500 6.00 9,000 4,500 6.00 27,000

Mar. 2 - - - 1,000 6.00 6,000 3,500 6.00 21,000
Mar. 5 - - - 2,000 6.00 12,000 1,500 6.00 9,000
Mar. 15 | 4,500 5.50 24,750 1,500 6.00 9,000

4,500 5.50 24,750

Mar. 20 - - - 3,000

{1,500 6.00 9,000
1,500 5.50 8250 | 3,000 5.50 16,500

Balance of stock in hand: 3,000 units @ I 5.50 =% 16,500.
2. 9T¢ ® 3T Y8l oI fafer (Last in First Out or LIFO)

g fafy ugel T Ugdt ST Y & Regha w71 g9a srid I8
AT ST & {6 ST 9l e 978 | g & T3 © S9HT (HH- Fad Ugal
o wam | sforg FRIAT ARl &1 981 4 8N S |ad 3 H g D
g AR BT B I & | W 916 UG X H W Al 99 9Hg dd
fortfAg &1 ST @ ST 9 I8 % AT 81 AT © | 39 o% & 991 WX
TR S UheH Ugel Y fhy 7T <R # F G FRifag &1 oIl © | e 91




U GR ¥ AU I GRET ¥ B Ol T @l O A QR @ A BT G orTd erarad
TS 2| 39 fafyr & f fonfe oavma qoa W fear Sam 71 aifvaw wie o
B Fa9 Ugl Hd DI T AEEH B QRN SR W fHIT ST 2| feayof}

Illustration 2.2:

For Illustration 2.1, Stores Ledger Account under LIFO method is given
below:

LIFO Method

Stores Ledger Account

Receipts Issues Balance
Date Qty.  Rate Amt. Qty.  Rate Amt. Qty. Rate Amt
< < ¢ 7 < <
Jan. 2 | 4,000 4.00 16,000 - - - 4,000 4.00 16.000
Jan. 20 | 500  5.00 2,500 - - - {4,000 4.00 16,000
500 5.00 2,500

Feb. 5 - - - 2,000
500 5.00 2,500
1,500 4.00 6,000 2,500 4.00 10,000

Feb. 10 | 6,000 6.00 36,000 - - - 2,500 4.00 10,000
JL6,000 6.00 36,000

Feb. 12 - 4,000 6.00 24,000 {2,500 4.00 10,000
2,000 6.00 12,000

Mar. 2 - - - 1,000 6.00 6,000 {2,500 4.00 10,000
1,000 6.00 6,000

Mar. 5 - - - 2,000
1,000 6.00 6,000 1,500 4.00 6,000
1,000 4.00 4,000

Mar. 15 | 4,500 5.50 24,750 1,500 4.00 6,000
- - - {4,500 5.50 24,750

Mar. 20 | — - - 3,000 5.50 16,500 {1,500 4.00 6,000
1,500 5.50 8,250

Balance of stock in hand: 1,500 units @ I 4.00 =3 6,000
1.500 units @ X 5.50 =% 8,250

Total 3,000 units =3 14,250 37T
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dM— 1. 915 ¥ T Ugdl o1 fafy wRat g aor forfue &rd sifde
81 BIdT |

2. 39 Y ¥ IUed NTd Y= IR Hedl R el § wifh
I ARl &1 i Aad 31 H B Bl T8 AHAT & JoF D AR
Il 2|

3. FRifd ARl &7 Jodidd aRdafde® oRTd Jod WX IMEmRd il ¢ |
3 $9 UG & TN A PIS UK A AT 81 81 [per |

4. O19 9G 9¢ I B O SWURA AN YAfed IR Hed & TR
frpTer | 'Ugel A, Ugel ST A &l gofT # I8 Ugfd &H o™ Sl
2| TUH PR B g9d Bl 2 |

JIY— 1. WY g1 g5 AR BT G R &1 R {HAT ST B |

2. & ATl UGl H Ife Tb— & AT BT JANT g3 2 ol
QFI BT AT o eRT—37elT 81 Fahdll © o1l S9! drTd H f=ia
I AT & | 39 YBR &I Y A SUBRIT I AN BT JATTHD AT
HiS 8l S & |

3. gfe FToIR ¥ geu AR 8 8 A1 I8 ygh srguged el aifd Scara-
NI ®H fewrg el |

4. 9T T H HI BT TS A I U AT PR U By
@1 TS A QR TS & E qAT S IHR B BT W BT 7 | 37
g faf srgemeiare) deu-T R mEIRT 2|

9ed Y Al & 9HA A, 9IS H 371 USel S A # A g aR
(Tax) GFI &9 B © Hifd 3ff~qH WCih BT Jedihd R HH Jodl TR
fopar Srar 21 g9e fImdia, ged gU Yol & WA A, oM A BT B
T HR AT AfSF AT =T B |




Ugd 3T Ugcel OIFT a2l 91 d 3(ET Ugel oIl

fafer 9 srax

(Difference between FIFO and LIFO)

Ugel 37T Yol Tl

g1q & 3T B ST

39 fafy & a8 A= o ®
f < ATt ugel Ut foa

T S gl i fear
T |

SH I8 AT ST ®
S AT Fe o H U
B3N ST [IHT e
Ugel gal |

S AT B AT YR
e S

SUD 3T IIf~aq efd &l

P~

HATeh TAI-dH ol TR
BIAT 2 |

9 Hog 9 %8 B §
g fafdy rfde oy gorfel &
T e 1ferd AT
TS B |

H AUl B AT
TAaH Jedl R ATl Bl
ST 2 |

S 31T Kl BT

T YRIH eIl IR BT
g

W4 ¥ 9% g BId © I8
fafer &9 o g=IiH 2 |

5. Bcd gU 9 A @ o bC 7 ged il & 9 # U
Tl & g0 © df 5 fafr # oy fafey arfdres o gt =
I P9 Ype BT 2| TR MR ST T

gg ST B |

Ilustration 2.3:

From the following information, prepare Store Ledger Account under:
(1) FIFO, and (ii) LIFO methods.

Ist Jan.
Sth Jan.
10th Jan.
20th Jan.
2nd Jan.
7th Jan.
12th Jan.
28th Jan.

Opening stock 200 pieces @ X 2 each
Purchases 100 pieces @ X 2.20 each
Purchases 150 pieces @ X 2.40 each
Purchases 180 pieces @ X 2.50 each
Issues 150 pieces

Issues 100 pieces

Issues 100 pieces

Issues 200 pieces

Gt T ST T
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Solution:
(i) FIFO Method
Stores Ledger Account
Receipts Issues Balance
Date Oty | Rate | Amt.| Qty. Rate | Amt. | Qty. | Rate | Amt
< < < < < <
Ist Jan. - - - - - - 200 2.00 400
ond Jan. | - - - 150 200 | 300 | 50 | 200 | 100
SthJan. | 100 | 220 | 20| - - - 50 | 200 | 100
{ 100 220 220
7th Jan. - - -
100 50 2.00 100
50 220 110 50 220 110
10th Jan. | 150 | 2.40 360 - - - 50 220 110
{ 150 240 360
12th Jan. - - -
100 50 220 110
50 240 | 1o | 100} 240 240
20th Jan. | 180 | 2.50 450 - - - 100 240 240
{ 180 2.50 4.50
28th Jan. - - -
200 100 240 240
100 2.50 250 80 2.50 200

Closing stock: 80 pieces @ T 2.50 = 200.




(ii) LIFO Method
Stores Ledger Account
Receipts Issues Balance

Date QOty.  Rate Amt. | Qty. Rate Amt. Qty. Rate Amt
< < < < < <
Ist Jan. - - - - - - 200 2.00 400
2nd Jan. | - - - 150  2.00 300 50 2.00 100
S5th Jan. [ 100 220 220 - - - 50 2.00 100
{ 100 220 220
7th Jan. - - - 100 220 220 50 2.00 100
10th Jan.| 150 240 360 - - - 50 220 110
150 240 360
12th Jan.| - - - 100 240 240 50 2.00 100
{ 50 240 120
20th Jan.| 180 250 450 - - - 50 2.00 100
50 240 120
180 2.50 4.50

28th Jan.| - — — 200
180 250 450 50 2.00 100
20 2.40 48 { 30 240 72

Balance of stock in hand
(1) 50 pieces @ X 2.00 = T 100
(i) 30 pieces @240 =% 72

Total 80 pieces =R 172

Jtaa Jou faffrAverage Price Methods)

aERYT JtEd qea fafr (Simple Average Price Method)— STeIRYT
3MId g &1 A1 % fry Ty A e <=0 @ fd & | 3NId Hew
Tt 9 & BT T8 AFE B AT DI A Tl SdT ST | ARIR

3T MTed & oy ¥fd H Suae Al & A= =1 & S 3l §d

TR BT YT F 9RT T AT AT 8| SeIENud—

() 12 ST Bl 400 FHAT 12 T U SHIE X A B |

(i) 16 ST ®I 300 FHIRAT 14 T URT IHIE & A HY |
(i) 27 SFTRKT T 1,000 SHIZAT 16 T UfT IPIS X W &4 |

Gt T ST T
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IS 28 PR B AFREN &I AT BT 81 o 39 Al & AR I8
14 X Uf7 gbls &1 &% 9 fbar g |

AERYT 37d Jod A TR 3aeg 8 ifd= sra=+ie € | urd: sah!
JUA I AN d YRV hard & | 398 9Fdl @ dRd(de dIrTd
TSt 81 Bl S Td Bty 9 fafS & T-IRT 9 81 8T (Unrealised)
T AT BT 3 STl © | I fAfd Adrsore afRomm ST araver # <<l ® o
%I I ¥ 31fOd IAR—Fe™ el B |

A BT AEROT AT (BT FHI TS 3TN Ul ST Dl RO Bl
ft 9 # @7 S ©

AR sitwd Jea fafer (Weighted Average Price Method)— 39 faf&r
B T AN BT THI BT I g AR BT & TG JEFT ST Bl
& 3 G AT & | 9IRA a1 Fiabiea & oy i § Al @ |
AT BT Wi § Al & G sHIA B He | 9T < far S 2
IR & fov, Wi # Suater Al fr geR 8-

200 $HIAT 10 T UfT gdhls a% A
300 SHh1AT 11 T Ufd Sdls a¥ A
500 ShIgAT 12 T Ufd Sdhls o A

Hol ghrgAl = 1,000
(200 x 10) + (300 x 11) + (500 x 12)
ARG i d oI = 2
1,000 g1l
= 11.30 T Ul S@T3

T IId Ud Ay WG B qovdlq Mdlell Sl § 9T 39d 918
PRI &1 ST aTell AT ARl S99 i e R a9 O (IR &1 STl
2 O T AUl BT IR A3 WRIE 9 HI 9Y | Y HA D ULER I8 A
qed R I fFrarerr S € | wiRa S ed Jod Usia AR JNd 4ol
UGy BT e AME Uy ygfa 2|

ATH— ARG S d o UG & a™ e g

1. for AmRRT & Hedi # e IAR—=ga od & S9a forv I8 fafy
faely wu A Sugad 2| 59 A &1 (o | gl § FHEAT 7 Sl ©
R A it 3 Al @1 A3 $I W) Al far S |

2. 39 [l # 3id {9 AT $had A3 TRIG & qUAR] & DI
ST 2 |




Y- 39 Ay % 9x=7 <Iv 7 &—
1. 39 fofy # fefe oo waferd aoR Heg & 1 81T 2|
2. 39 fafy # ffwe &1 HAouies arTa Hea W = frar Sram 2

3. IS I 3frar YTl 9gade 81 dl TN BRI 3f8d HRAT TSl

g Wifdh IId 93 Wit & yganq d T S BRAT 3MaeIH il 2 |

4. AIRA 3IAT &R B TUFT Py a2 fd=gail (Decimal points) TH B
STt © o Mdeaw 9 d@ gegar 6@ o |9 | 399 ot &l st

8l ST ® |
Illustration 2.4:

For Illustration 2.1, the Stores Ledger Account has been prepared below,
using weighted average price.

Solution:
Weighted Average Method
Stores Ledger Account
Receipts Issues Balance
Date QOty.  Rate Amt. | Qty. Rate Amt. | Qty. Rate Amt
< < < < < <

Jan. 2 | 4,000 4.00 16,000 | - - - 4,000 4.000 16,000
Jan. 20 | 500  5.00 2,500 - - - 4,500 4.111 18,500
Feb. 5 - - - 2,000 4.111 8222 |2,500 4.111 10,278
Feb. 10 | 6,000 6.00 36,000 | — - - 8,500 5.445 46,278
Feb. 12 | — - - 4,000 5.445 21,780 | 4,500 5.445 24,498
Mar. 2 - - - 1,000 5.445 5445 |3,500 5.445 19,053
Mar. 5 - - - 2,000 5.445 10,890 | L500 5.445 8,163
Mar. 15 | 4,500 5.50 24,750 | — - - 6,000 5.486 32,913
Mar. 20 | — - - 3,000 5.486 16,457 | 3,000 5.486 16,456

Closing stock 3,000 units, value ¥ 16,456.

Working Notes:

1. Weighted Average Price on Jan. 20 = 18,500 + 4,500 units = ¥ 4.111
2. On Feb. 10 =% 46,278 + 8,500 units = ¥ 5.445

3. On March 15 =% 32,913 + 6.000 units =¥ 5.486
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J9-fI grfa SITfAw (Check Your Progress)

. S Fedl AT Iafed awgell # Uue ®U W Uged Bl & qem

IR BT UG T 99 a1 8 I ARl B 2 |
(31) Tcaer (@) aroeger
() @) dar @) g (@) 38 A B3 TE

. S Pl Al SdTfed el # ge wU | wEtyd T8 e g,

Sq Al B 2
(a1) e (@) aroeger
() @) T (@) aHr (@) 38 A PI3 &

fY & orvid 9l R § 99 Ugd UTd dl

.aﬁﬁ%wwqﬁﬁﬁﬁﬁﬂﬁﬁmw%‘l

(37) LIFO (@) FIFO
(%) Sfad e (@) s & HIE T
fofy & =id 9wl R § 999 91€ 9T Bl ST

.%\’B@Wqﬁﬁ"ﬁﬁ?ﬁm\?ﬁ%l

(37) LIFO (@) FIFO
(%) sfrFa Heu @) T & 1 e

. FIFO &1 1 31ef 27

(31) Finished stock in Finished stock out

() Fabrications Inward Fabrications Outward
(9) Final Input Final Output

(g) First in First Out

. LIFO &1 @1 3ef 27

(31) Last stock in finished stock out

() Last Inward Fabrications Outward
(d) Last Input Final Output

(g) Last in First Out

. fp H Sy 9T & A= H SRl @ SIS I | &) D

& A 9FT & B AW & R o SO R @l fafe @t
fafr @ed 2|

(37) LIFO (d) FIFO

SIS (®) RS iad Hed




2.4 G a1 (Material Control)

AFEN B AR el AR 6T AU Td Haifis Agwaqel HRT § | g9fery
Hol ANTT R =0T A & oy ARl R U wY I =07 HRAT Al
AP 8 | IR B Dl W yorent arl fra=or &1 3fua ugfa & famr
Ul TEI AAS I |hdll | SUT RGN ARG & o<l H ARl BT UUH
I e fhar Sar g | Al e a7 yurell & foRdR fasar & pa
JMSY & & AT I oAdx I GHI OF BT IMMa¥AH § ol ddb ATl
IR @ foIT YANT &1 Sl 8 | A (=107 &1 U A%l YoTTell gRT
I AT § BIH! T T BHT BT ST Tl © |

AR =T o aRETST— “@ravir @t wrEdt & Wy 7 Tk @t
YYeT 8 SHP! TN, WHE T YIIT Bl Sfod @l ¥eq-T qoT IJar bl
SAIET HIGIIHATS] g 1A FIal &l 917 4 ¥Gd §Y §9D] GalaH AT
wIY [FERT @ver Gt fa=or g 177 31a: Al R @ S A
BT B, AU, YANT qAT SHAGT FardH WX R BT of7ar § |

AR =9 & I (Objectives of Material Control)

IR =0T gomell &7 A w9y fAEfaRad Sedl &l eae |
TG ATfeu—
1. 9P @) SUSIAT (Availability of materials)— STTGH &I fFR=R

™I ORI Y9 & folv g ardY maedd d13T § 8% 8T SUAE XEHl
BT | AR & JI9T b HRYT IATGT BRI H Shlde —ei =T AT |

2. 9T @ Suaear & fawa A ¥IAT (Information about
availability of materials)— FTRI =0T Yomell § VAT Sga=erm g1 =1y
5 ue Suae Il & vy # qof e &R 99 U B 9 | Af
AR SUAY B W] SHd IR H SIEGRT 9 8 al VA 9l 9 g @
A B |

3. Sfad & ©d {ea (Proper quality and price)— ARl T <
WY §9 91 BT &M G a12q {6 S b @ Il S 9eg 4
RIS ST |

4. At § &9 faf A T (Low investment in materials)— AT TR
IS 3N AfanT T8 far ST =1f?y e e @ B ArTd
e BN ST 2 71 Yo &1 qof w5 | SUART 781 'IaT | S1f¥e qHa d®
AR I8 ¥ AR & QYU B BT W M I8 © |

5. }[Ta9 &Afd (Minimum wastage)— I H WINT &R T
AR & {B 9T 3 B T WMIAS 2| 59 Afd B SH——5H B
BT TIT HIAT ALY | SHUTEA AN Bl =07 § 4918 7@ & forg Arft
BT AR ANAAT B BT AHI ST A12T |
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6. AT &1 Sfad FTE (Proper storage of materials)— TG &I
TS d YR G AMRY dlfh ST, g, T 37 & HROT AT bl IRaral
BT RABT ST b |

7. GFET @RTd gA-el &1 Yfadgd (Material cost reports)—
AR & hy, GUd, &l S AR o AR YdEdhi bl Ua B
ST =Ry difd AHge BRIAE! B ST b |

AR =01 gomref! @1 fardar? (Essential
Requirements of a System of Material Control)
g e AT T yomelt # e He acdt &1 g e g

1. 99-9g U4 AgdT— Il & 996 H I drel T | smod
A9 T4 WEART T a1V | O— hd fa9rT, TeR urT, |l
foreror vd uiftq fawmr, s |

2. 3 HI— T UPR & HI ¥ HI [QURT gRT by o=
T1feu fSTTeT Uaverd Uh Herd d a9y aafed g7 =nfev |

3. gAY 9oic— 9HAT Y H AIFIAr vg AT B goie 99T

ST ARy |
4. giffexor ud dfedrexe— @R &1 Sfud aEffexor ud
WHlgdardRor (Condification) AT =12V |

5. FFR=IR 19 goiTell— Rl @7 fAR=R T YOTTel! I AR HRAT
=M(2Q dMfs i H YD A DI U AHT & IR H qdIaH
AT AR Ul BIT VS |

6. TIX AAEAT— AR BT TR H R I P AGd Fawel
B AR | IUTeA H AUl & YART AT Sled axgsll & Ridb
R =T & TR gorell @7 ke g9 Ay |

7. AR WR— YRS AW & [T ST8dhdd A1, =g A, S77asl
TR qAT IS AH HI LR @YD BT ST A1 |

8. FRlHT eyaver— Al & iHa Jor qeaiea &1 SfEa @rawen
B AR |

9. FR=aR RUId— 9rel & @3, TR vd i d amdl o 7= 3
RUIE R IR W Ja=Iahi &I WRdd a1 S =112y | rgaferd
(Obsolete) AT, GUT AR qT fIsbeiAl BT B TS ATORAT Bl
ey RUIE yaweral &1 uqa @1 S0 @12y |

10. MRS id&v— AFEN A= &g I & T o F—aAl &
JMIRP 3fberor HRar forar ST ATty |




- AT TgIHT
AN yrfar Sifag (Check Your Progress) e

8. e ¥ el § Iucrel Al &1 R qoa |arl -
D [ ANTT BT i H AU B Kol SHISAT DI AT H 9N
Ipx el e B

(31) LIFO (@) FIFO
(W) o ga A (®) wRa iFd q3
9. & IfId AR BT BN AUS TN AT SIPT

AT BT B3 GUE YA dAT I9HT Haidd W) HegiRd &eer
arfase giar g

(31) | forroT (@) FIFO
() efad Hea () wRa s 7o

10. FIAT B AHAT & ©T H FHRT B JRAT TG SFD! U, FU8
aLdT W"T BT ST TGT GAT TAT FaATT Dol IATE IMIITH AT

Jg foxia Rl &1 &9 3 Wad gU S9@! Jaiad ARl Wi
FefRa &= =

(31) | forroT (@) FIFO
(%) I e (%) ¥R s god |

25 AR fra=91 @) d&-® (Techniques of
Material Control)

ARl T gq aErad: frEfaRad d@-iel &1 vt faar Sir 8-
1. TEIAT fawetyor (ABC Analysis)

2. ¥l &R (Stock Levels)

3. \ardH 32l A3 (Economic Order Quantity)

4. 3T B4 YuITell (Proper Purchase Procedure)

5. 32 |IBT (Proper Storage)

6. M=) IO UvTedl! (Perpetual Inventory System)
7. AT §9ic (Material Budgets)

8. AT 3Mmacd (Material Turnover)
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251 UdIEl goTell (ABC Systems)

D FIAT H SATGT & folU Bg YHR &I AERRT bl TIRT fhar Siar
2| 3 9 MR & oI Udh |1 T8l el | {8 Ml 9gd Jedrard
B 8, B 9gd I qAT {Y T qed B oKl 3 |

A R I =0T I @ Iy I8 sraede © 1 amiial &1 gea
D ATAR TDHROT fhaT 1Y | I e BIAeT AT 0R A i e
e ST =1fee dor &F o & AR W UETHd BH €I QAT a1y |
9 gftearor & AT & I AR A e fear S |ddar 8-

() T Avf— 39 gt & el 9 AERRT affafad @ I € ST
AqY A 81 | 3] AR AUl BT ol ARTT BT UIG: 70 F 75 UfIerd
Bl 2 faeg SH®! ATAT Gl AT BT DHael 5 | 10 Uwd & 8l Fhll © |

(i) ‘€ Aofi— g7 ool & ArEnh o 9 7 Fftafera @ o € S wemH
qA& I Bl Bl | 'SP AN UG AT DT Bl AN BT 15 I 25 TR
BT &, IR ! AT ARl & FHol AT BT 20 F 30 U Bl © |

(iii) &Y 2ofi— 59 ooft | 9 AmART |ftafera o S € 91 smeTdd
FEI TAT BH I B BT & | I U ol ARTI BT 5 H 10 U T2
HTAT BT 60 ¥ 75 UfTerd 8Kl 2 |

forer wroft % 2Rav |
Tt %ol HIET BT Gl AT BT =T

giaera giaera
Yy 10% 70% Pl =T
il 30% 25% A =07
Rl 60% 5% HTHATS, I
Byl 100% 100%

)

SWiad ARV § &1 T8 o1 B T 6. 2.4 H el feur w7

AFE B 59 DRI DI Fed Ig © fb U Aol B Al R bl @
|AIEH FI=0T I@T AT @12y, 4 2ofl @7 ARl uR 3[ueTdd & deil
A ool o AR R A9 BH e <A1 91ty |



100

95

70

50 =

% of Total Value

[ L

0 10 40 50 100

% of Total Quentity

A &, 2.1: T fagayor
oTH— TG dopeild & oy fAeforlRad g—

1. Gl B 9 A Sl Sff8d Hedard § a o[ uR Sl &1 ared
faf Rt 2 99 W 31fd® FHSR =T W™ &1 urdm 7 |

2. AFE H e @1 PR axe Yol &1 Jarad SUanT fhar S
AHaT 2 |

3.9 BT TIATHS T (Selective control) ATFRAT e
(Material turnover) @1 &% $dl &= H FEIH ¢ |

4. 39 fafy 9 <y ooh &) 9EiRl & e @ g A @ |
FErar fier g |

5. 399 AT & HUE R B AN (Storage cost) H gad BT 7 |

252 ¥Id &R (Stock Levels)

Al fer & forv e Af¥ed &= smavass & o el @ fasasi Amn
i ¥ G T | MaeHhdl | Add Al TU8 HR A 394 Yol ef
B Bl W& § 3R SS9 W AN @f 819 Bl 8 1 31 UBR aeaddhal o
BH A GUE B | SIS BRI H Bhlde ra] fdorr B Adhdl ? |
safery AT o1 g A= B R § Y S anfev | $Sfud qmEr # g
@ for At & g% 7g & forv f=faRad wR fAuiRa fee oma &

(i) JMeHaH R (Maximum Level)
(i) =gTdH WX (Minimum Level)
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(i) Tf:@'lﬁ“ﬂ R (Re-order Level)
(iv) GT:3TTGeT AT (Re-order Quantity)

1. 3If¥read WX (Maximum level)— 31fS&HTH R ¥ WU AREAT
DI I AfTHTH AT A 8 Of fb R # &) Al § | I8 98 Seadd G
g R A1fte Il R & aE=d: 81 T o | ifdreds Wk HuiRa
PRA T 9 gedl T euE § g1 A1fgu—

(a) TR @ SUANT &I &% (Rate of consumption),
(b) FUE WM &I I,

(c) BrIEN Yol @ Getwl,

(d) AT @ TS TAT STTEIfId BIF BT W,

(¢) AT y¥Ta— Jfe Al a9y A & 81 Suetel Bl ® df gs! A
¥ BT B S R,

(f) FTE B DT AN T T @,

(g) IR WR,

(h) IRHR §RT Y Y Flea, IS |
3ffereperd R = I g7 HEiiRd fdbar S 2 |

Maximum _ Re-order |, Re-order Minimum « Minimum )
level level quantity \ consumption  re-order period

2. YAdH TR (Minimum level)— <J7qH WR 4 A0 ARl &1 39
I I e ks i o 12 e o H St i B S B B S B i
AR =ATH AT T Ugd Sl © o ety 98 ARl By R B
grIfie He<d far ST A1y | §9 WiR &1 MERo a)d 99y =1 9rai &1

&9 H T ST SMaeadh B—
(a) SUHRT Bl 7,
(b) TS AT BT HI HIA H T dTAT G |

ATH TR PI GREAT WD (Safety stock) I Had & | I8 WR 4 3
grT fuiRa far ST -

Minimum level = Re-order level — (Normal consumption X Normal
re-order period)

3. JATQ EX IT A3 R (Ordering level or Re-order level)—
I8 AT BT 98 WR & R R U89 WR & A1 Y STQT o | =LA
AT R Ugas W Yd YR g AUl UK 81 S A1ey | I8 WX Sfeddd
qAT REAGH AHRN & 99 § wal ) FEiRa fear S 21 ey W)
fiRT & F9g 79 gcdl &1 &= | I@AT arfe—




1. SYHRT BT TR,

2. ATH ¥R,
3. Y JQY T TAT FEAT UTd B+ b a1 bl THT | 39 3 T
(Lead time) ®&d % |

J31eel WR 7 3 | FegiRa fear sir e

Re-order level = Maximum consumption x Maximum re-order period

4. e WR (Danger level)— d FATH TR Uga R (Bl RO
TS TR Ut 81 BIAT dF AEdl B B W SATeT H Shde I Fhdl B |
AT RATH WR ¥ 918 Y WR R dae W ARed fear s 2| g8
I8 wR 8 o W ugad & 9l &1 e [ e fear Simar g den
faf¥re fadert w & arrh fAeifia @1 ol 2 | Joe TR W ugad & ARl
P HY BT GRIAGAT < SN © T 39 v fa9y ga=r fhu Sira & dife
I BT HH D BRUT IAEA F BT TS |

HAdhe WR & 3 4 IaR &

Average or normal Maximum re-order
Dangerlevel = . . X
period for consumption emergency purchases

JEd ¥eid wR (Average stock level)— I8 R 7= 3 | Haren
ST B

Minimum Level + Maximum Level
2

Average stock level =

OR

Average stock level = Minimum level + }2 (Re-order quantity)

3 SF A ¥ SR A 81 9adr 7
Hlustration 2.5:

In a manufacturing company, a material is used as follows—

Re-order quantity = 3,600 units
Maximum consumption =900 units per week
Minimum consumption = 300 units per week
Normal consumption = 600 units per week
Re-order period = 3 to 5 weeks

Calculate: (a) Re-order level; (b) Minimum stock level; (¢) Maximum
stock level.
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Solution:
Re-order Level = Maximum consumption X Maximum re-order
period
=900 x 5 = 4,500 units
Minimum Stock Level = Re-order level — (Normal consumption X

Normal re-order period)
= 4,500 — (600 x 4) = 2,100 units
Note: Normal re-order period is the average period.

Maximum Stock Level

Re-order level + Re-order quantity — (Minimum consumption X
Minimum re-order period)

(4,500 + 3,600) — (300 x 3) = 7,200 units.
Illustration 2.6:

In a manufacturing company, a material is used as follows:

Maximum consumption ~ — 12,000 units per week
Minimum consumption ~ — 4,000 units per week
Normal consumption — 8,000 units per week
Re-order quantity — 48,000 units

Time required for delivery — Minimum : 4 weeks, Maximum : 6 weeks

Calculate: (a) Re-order level; (b) Minimum level; (¢) Maximum level;
(d) Danger level; and (e) Average stock level.

Solution:

Re-order Level = Maximum consumption X Maximum re-order period
= 12,000 x 6 = 72,000 units

Minimum Level = Re-order level — (Normal consumption x Normal

re-order period)

= 72,000 — (8,000 x 5) = 32,000 units

Maximum Level

Re-order 4 Re-order |  Minimum , Minimum )
level quantity =~ \consumption re-order period

= 72,000 + 48,000 — (4,000 x 4) = 1,04,000 units

Danger Level = Average consumption X Maximum re-order period
for emergency purchases.

8,000 x 2 weeks (Assumed) = 16,000 units



Average Stock Level
= Minimum Level + 1/2 of Re-order Quantity
= 32,000 + 1/2(48,000) = 56,000 units

253 g?[:SIﬁQT HTAT (Re-order Quantity)

AR BT HY AR od F9I g8 FRerd SR Aewayol 8T & fo faei
AT HA DT ST | A B g8 7 e oy U6 999 )R B ey
e ST & gaaer A el & | I8 A/ e wu 9 Sfud gl
Y Ay S0 HAdH AqaT MMYd S AFT (Optimum Quantity or
Economic Order Quantity) ¥l &&d & |

e 3T AT UiRT BRa F7T 99 &1 YR &1 T &= H
ST =mRy—

(i) AT ATTd (Cost of ordering)— IE fIHAT BT HI M < TAT
I 9T BRA B ARTT | S9H oIgd Il B AN, p faunT e
Ui famT @1 AUt T Afferd 8| 3fasT WR Y I S dTell
At @ AT R BH B R B Her Sael & 3if¥e 81 SIgE |
R 1 IR Qe e AT, Get Qe AT I+ & Afde gnfl |
ST T Gt AR ARTT AT HH 8 SIe |

(i) UE B DI AT (Carrying cost or storage cost)— I AT
B FUE A DY AN 2| 597 ferRad A< affaferd 8-

1. IR DHIIR TAT IR TR HHATRAT BT I, ol@- AT, TS,

2. A H e 4ol iR &,

3. 91 Y,

4. AT RET UG @ HROT B drell BTl ST |

A

800

Economic order quantity
|

I

6001 |
I

’:9/ !
I

|

400
o
f ca“\l\“

Cos©

Cost (%)

200

Ordering Costs

T T T »
250 500 750
Units per order

o ®. 2.2: anfite Qe A=A
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SWRIFT GFI UBR HI ARl BT FdeR Th—gaR & AR & | 519 Ui
AT Y BT ATAT HH Bl & Al JoT aY H Hol AR AN Afb B Sl
2 AT HUYE B DI ol AN BH 81 Sl & | $HD [qURId, 519 Uiy Qe
Y DI AT AP B Al Bl AR AR HH 8 ST & IR AIS B
D Bl AN AH B ST © | 59 QM UBR DI ANl § A U<
PRAT B T FHRT 2 | 3Mffep araer A 99 Wk R FEiRa &1 ol 8
SEf R S UHR B ANTAT &1 IR A9 81 | I8 73 %, 2.2 # W foa
AT B |

anfefe amaer w4 w1 fMuRvr <1 fafrt grr fear S Aear 8-
(i) g2 faf¥r (Formula Method)
(i) ARYN 1A (Tabular Method)

g faft— saa ol onfde amesr 431 91 g3 & g1 91 &l
S B—

EOQ = % where, EOQ = Economic order quantity

A = Annual consumption
B = Buying or ordering cost per order
C = Cost per unit of material

S = Storage and carrying cost % of cost

Alternatively, EOQ = %

where, S = Storage cost per unit per annum

J9-fI grfad SITfaw (Check Your Progress)
11 =0T q@ie § Al & & AR AUl @l
ffeor far S 7|
(31) ABC UuTTefl (@) wid ¥R
() wala| ameer A3 @) 37 | Pis o |
12 (-amael WR x GASMRel A1) —  (RYATH  SUHNT
ESICHESEIR)
(37) WETH ®WR (@) =FAdH R
(%) sfrerd %R (@) 3T & P A




13 <LAqH TR = (AMMFT SUHIT X MR GA:TQel 3rdre)
(31) #IEdH WX (@) ges ®R
(%) e =R @) T ¥ P T |
14 YR WR = 3A&Had STIRT X
(31) HETH wWR (@) ges W
(%) ofed wR (@) 379 & @ =
15 = IUYART B AT 3@ ARG @R x MU
LI A
(37) ABdH "R (@) =gAdH W
(|) dpe =R () 37 ¥ @3 eI |
16 e T B @ Ao R R T@ A ome R
SICIECE HEAI T
(&1) WETH wER A (a) =" R A
(9) Hde WX AT (%) gT8MaR AR

17 TabaT BT B MY < TJAT AU UTT BRI NI
PHEATT T |

(1) amQEr ArTa (@) SeqreT AT
() o ARl onTe @) =79 | S T

2.6 U1 yrfa Siffaq 9ol @& SR (Answers to
Check Your Progress)

1. (31) 7. (@) 13. (@)
2. (3 8. () 14. (3)
3. (@) 9. (a1) 15. ()
4. (31) 10. (a1) 16. ()
5. (]) 1. (a1) 17. (37)
6. (] 12, (a1)
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2.7 R (Summary)

AT B U AR, e AR, R gol dr At gl aEiiehd
fhar Sar 21 ARl @1 Y ST W §RI Sde MG & forw
frar Smar g1 S9a forg weerwe | wrEh &1 fefea fear S 2
e ufafe TR @rar 98 9 8kl & | R @il 981 § i w$ie
P JAlbd &1 BT @1eq, g8 fafddr fore=r 8-
() UES ST Ugel WAl fafer (FIFO : First In First Out)
(i) 1€ ¥ AT gl ST AT (FIFO : Last In First Out)
(i) T qed A (Average Price Methods)—
(a) AERYT A Heg I (Simple Average Price Method)
(b) AIRA 3a Jou fafdr (Weighted Average Price Method)

Al fREeT @ oraid Al @1 hu, GUR, WANT 9T Sl
Har WR giRa wxen aEifaee g 21 Al @ gai SUeTerd,
Al @ I W wd qou, 9l @ <gAad afa |ndl H o @H
AT |l &1 I JuE e PR & UHE Sed | Al
=101 yoTTelt § HEd Ud 9EANT, a5y, AUl gofe, aifieRor vd
=R RUId o e=afRe 3fderor &) favyar 81 @Ry | |9y =T
@ fAf=1 d@iat & 9@ TRt SnavaddrjaR fhar Smar g | A
B YOTell, R=OR TOET yomell, ARl Soic dom ARl 3mddd © |

28 Y& veardeil (Key Terminology)

e Ugcl 3T Ugel ST fafsr (FIFO : First In First Out): 39 fafyr &
fa Sl AT e Ugel U @l W) € S 9y Ugel Rt
Y fhar AT 2

e 9T ¥ 3MHT Ugal oI+ fafer (LIFO : Last In First Out): 39 fafer
& T Sl AT 97 H UT Bl Sl 8, 99 e Ugdl fifaa O
fopam S 2|

o TRV 3T Hea fafer (Simple Average Price Method): Wi H
IuTY AR DI AR H SR & Sl BT el a)1 DI GAT AN
T R AR & R Hew it axe @ fafdr €

o WA 3itad Jou fafer (Weighted Average Price Method): <%
H Iudte AT & R e Al @ fd AN Bl i H
AT BT Bl SHIRAT DI AT A 9N SR BT ST 2 |




o AR FFRIFAYT (Material Control): STAR &1 AR & GReT &g WA o7 ofeiaT
AT U, FUE qAT AR HI AT oGl /G 1 qAqT qaaqrd dl
ITeA saegadharsl I8 ki RfcRl &I &1 # I@d gU 39 fourofy
Fared AT wR FuiRa e 9l s 2

o USRI gumell (ABC System): Uil UOMell g—=01 ddb-id H
AR Ao @ SR RN BT qTHRT fHar ST 7 |

o JAIMHAH ¥R (Maximum Level): 31fSamdA W= # SfHuma AT o1
I AfIHTH AT F B SN TR H G SRl 2

o IYAGH IR (Minimum Level): <J7qH WR A AU AFEN B 39
AT 9 & O v 9l 9= R § A8 8 ARy |

o JATQI WX AT YF:3Ta ¥ &R (Ordering Level of Re-order Level):
I8 R BT 98 WR & O UR Uga W B 937 HI AR o A
AT A R YgEE @ gd Ui T AT U 81 S 9y |

o Hdhec &R (Denger Level): I8 A & 98 WR T o9 R Ugad
B Al BT AT AT o a1 X eI SiaT g der faftee fAagen
R & arEh g & o 2

o ATA—YH! (Inventory): I8 Jal Hedl AUl FaTor FHoRl= a1t
aer T a1 &1 Wi ¥ gEfyd 2|

29 W-YcATd- YT Ud JXATH (Self Assessment
Questions and Exercises)

o] S<XIIA YT (Short Answer Type Questions)
1. U8l T gl ARl fetee fafyy &1 a1ef W aifoig |

Explain meaning of first in First out method of material.

2. g ¥ 37 Ugel Sl AT e fafer o1 svel W Fifg |
Explain meaning of Last in First out method of material issue.

3. Ul 3T Ugel ST |l e faf & o ferlag |
Write the advantage of First in First out method of material issue.

4. 91€ H 3T ysel S ARt e fafe & o folag |
Write the advantage of Last in First Out method of material issue.

5. Ugol 3T Ugol ST 9T 918 § 31HT Ugel ST aradfy fAefa fafy
T IR W PHITT |

Explain the difference between First come First out and Last come First

out method of material issue. G 3fer T
gy Al 63
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10.

11.

3 ARl Heg ArEh i fafer &1 eref e ST |
Explain meaning of simple average price method of material.
qIRT SIId AR e Al A fafd &1 eref v $ifrg |
Explain meaning of simple average price method of material.
AT =T @ SRR ford |

Write the objectives of material control.

AR R0 GOl 1 Sifvrariar ford |

Write the essential requirement of a material control.

Tl faweryor & oy @ wEsId 27

What do you understand by ABC analysis?

wie & fafis W T B |

Explain the various level of stock.

<rdf ST 999 (Long Answer Type Questions)

1.

AT AgA IO W R qEesd 87 gEel aar yfafdf 82
ATA—GAT =07 @1 [ UoTTell &1 ey # fIdae aifog |

What do you mean by Inventory Control? What are is its techniques?
Discuss briefly ABC system of Inventory Control.

AT =0T § Y T HSI 80 39D Sl Bl Soold DI |
What do you understand by Inventory Control? States its objects.

Ud YT =0T gotell @ wewayul sTavaedy o Bkl 8?
What are the important requirements of every system of material control?
TR faRelyor 4 31U T |HSK ©f $HD 3T oM o7

What do you understand by ABC analysis? What are its advantages?

"gad W—?j\—zﬁ YTl BT 1Y Add AT—gsdld Yomell 8idm & |
T AT $HY eI &° HRU Aled SR IV |

“Perpetual inventory system means continuous stock taking.” Do you
agree? Give reasons.

s B1S BT AT AR |

Given specimen of bin Card.
=g Iy (Distinguish between)—
() f99 F1E A1 W™ oo (Bin Card and Stores Ledger)

(i) UE IMFT TS STHT dAT 91§ H 31T Ygal ST (FIFO and
LIFO)




(i) I AT UF IR AU AT UF (Purchase Requisition and
Material Requisition Notes)

8. IR Ol &+ & fov omdg fAgiRor @) faf= fafy &1 goi=

10

11.

12.

13.

14.

HIfTU | o Reafeal o o 91al &7 SIFd | 95old a1 3T S8
My g fafSr &1 g™ &1 BRI HRA?

Describe various methods of pricing the issue of materials. Which method
would you recommend for adoption in cases where pricing ofraw material
seldom changes?

AT & A & Jou FeiRer #1 e [fel @ @ g siean
|t AR B |

Describe the following methods of valuing materials issued to production
with their advantages and disadvantages—

(31) Ugel 3T Ugel T (FIFO)

(@) «TRA 3Ad 7T (Weighted Average Price)

(|) 91g # 31T ygel o1 (LIFO)
. AU BT FIR=IR IO YOITST T HeTd 3 [HSIgy a1 $69d ol Bl
auie IR |
Briefly explain the perpetual inventory system and explain its advantages.
AT @ AR 0T yomelt ARl faeeT &1 sifi of T 21 8|
UG & oMl Ud U faRiwamil & W WY | 9dR] g 59 A
B GRT BIFY |

“The perpetual inventory system is an integral part of material control”.
Discuss this statement bringing out clearly the salient features and
advantages ofthe system.

a9 u=d w1 57 I8 W ook 9 6 geR A= 8?

What is Bin Card? How is it different from Stores Ledger?

&3, RN, QYU AT J fIPpd AFREN H R PINTY TAT FHSISY
% @1 orar &9 fhar ST 2?2

Differentiate between waste, scrap, defectives and spoilage and explain
their accounting treatament.

Al B ATEY &fa AT S fd H 3R BIfSTe aer oTd
Gl H $HPT SUAR gdT8y |

Differentiate between normal and abnormal wastage of materials and
explain their treatment in cost accounts.

Gt T ST T
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15.

16.

17.

18.

19.

Wi & FAaH WR, Ahad TR TAT e WR' B IR
HINTU | 39 WRT Bl FIRT B & fo1U fobe Tcdl &l a9 & I
ST 87 U SATE AR & foT¢ S JTaeROMSN &1 RIT H8<d &7

Explain the terms ‘minimum level’, ‘Maximum level’ and ‘ordering level’
with regard to maintenance of stocks. What are the factors to be taken into
account in fixing these levels? Discuss the relevance of these concepts in a
manufacturing organisation.

frrferRaa & ITARAT FHSISY |

Explain the utility of the following—
() TERAT fazeivor (ABC Analysis)
(@) iY@ 3meer AT (Economic Order Quantity)
(1) \EdT @rdr g8 (Stores Ledger)

AT SITSTY (Give specimen of)—

(i) AT a9l uF (Material Return Note)

(i) AR ART U (Stores Requisition Note)

(iii)y AT @TAT §E8 (Stores Ledger)

(iv) @9 3MMe (Purchase Order)

(v) I Ut 93 (Goods Received Note)
AT AT UF SR AR B 9T # oRR W P |

Distinguish clearly between Material Requisition Note and Bill of
Materials.

el & REE @ qeg e &) 1 gglorl o SareRer |dfed
RAT HIFY |

Describe with examples the following methods of pricing the material
issues—

(i) UBel 3T ugel ST (FIFO) UG

(i) 9T H AT U WM (LIFO) Ugfa

A H AR ghg B @1 IRA H MY Sugad H 4 D—dl Ughd
YA ® FATE <31 | HRYT Afed IR foIlay |

Which method would you suggest under conditions of rising prices? Give
reasons.




20.

JHg HITTY |

Distiguish between—

() FR=R T emafte Ardf—Jgdl Jonferdt (Perpetual and periodic
inventory systems)

(i) AT A IR | AT 9=l (Bill of Materials and Material
Requisition Note)

(i) YA:MQE WR SR YN ATAT (Re-order level and Re-order
quantity)

210 HE™® UIGd AU (Suggested Reading)

1.

10.

11.

12.
13.

14.

Cost Accounting Theory; Problem and Solution, Author: M.N. Arora,
Publisher: Himalaya Publishing Housing, Mumbai.

Cost Accounting; Authors; Prof. M.L. Agarwal and Dr. K.L.Gupta,
Publisher: Sahitya Bhavan, Agra.

AT NI, <RGD: HIT, ST, T AT, YBTIh: RIS UfealfIT
B4, S |

AT ST Aglf~dd T4 {haTcHd; oikgd: U, U, Hg9dN, TH. U,
e, UdTerd: "EdR UheH, faed |

Cost Accounting— Text and Problems; Authors: M.C. Shukla, T.S. Grewal,
M.P. Gupta, Publisher: S. Chand and Company Ltd., New Delhi.

Cost Accounting; Authors: S.P. Gupta and Abhay Sharma, Publisher: V.K.
Global Publication Private Limited.

Cost Accounting and Financial Management, Author: CA B. Sarawana
Parth, Publisher: Wolters Kluwer India Pvt. Ltd.

Advanced Cost and Management Accounting— Problems and
Solutions Authors: V.K. Sexena and C.D. Vashit, Publisher: Sultan Chand
and Sons, New Delhi.

Cost Accounting— Theory and Practice; Author: Bhabatosh Banerjee,
Publisher: Prentice Hall India Learning Private Limited.

Cost Accounting— Introduction and Basic Concept, Authors: Minaxi
Rachchh and Gunvantrai Rachchh, Publisher: Vikas Publishing House.

ANTA oG, oRgd, WSANR, HRYaR], Sdd, JAdTel, ™I, UHhIeTd:
JRETS! YR BTHY, SR |
Cost Accounting; Author: B.K. Bhar, Publisher: Acadaemic Publisher.

Practical Costing; Authors: Nikam and Sharma, Publisher: Himalaya
Publishing House, Mumbai.

Costing Adviser: Problems and Solutions, Author: P.V. Rathnam, Publisher;
Kitab Mabhal.
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AT 3 SH ANTd A b
(Labour Cost Accounting)

HAT (Structure)

3.0 UR=Y

3.1 S

32 HOIQRl YA B uglerdl
321 9HY <R YA AT FHATTAR dgicl
3.2.2 URUTH §RT YA — BRIGAR TgH
3.2.3 IRVITCHS ASTHTY

3.2.4 XTI YITT TSI

325 TR WalHH BRITAR & UgH
3.3 YAl WA SN Il & IR
3.4 AR
35 Y= A&
3.6 I-HeAIdh YT TG 1T
3.7 WG Uy AUl

3.0 YR=I (Introduction)

I H $TH HEG™ A B gfafSte dRar 8 | TG © el § s
AT T A AT AT & I §oN I UR 31T ¢ | ITa H 99
T R TRAHT &R o WR @1 BB & YANT & d1a9lg 519 & Je<d D
B B BT ST AhdT | STTEHAT g3 H SH 6T Hg<d a1 3Nfed gIam
g b s1aT It AT &1 SUTEhT AFA FERET B ScradhdT IR iR
AT 2 | TN TRl H, URT SPIS TG DI BH B H 319 B HIeAdT Bl
AEIYUT ANTE™ BIAT & | SH1eTY 8 AR & Sferd |6 9 =07 a1
faery smavydar Bl B |

STH AT H AFGR A SURAT 8F @ BRUT 39 WX =01 & J891
Sifed 81 Sl ® Rifd sifidl & arfdda faff= IeR &1 8Ia1 © 7211 udd
AAEH & A D AldId d AR LMl H JIeR HRAT TSl & |
DI B AT I8 S0 HRIGIAA R Adhed JHd ISl & Foras

Iarfed shEAl B RTd W HH Bl 2 |

gdel Uq Y& s (Direct and Indirect labour)— ArTfT @1 Hifa,
9 ARTd Bl W yel 9 3medel § i fear Siar ® 1 uedeT s W
AU IF 5 W & Sl dedl Al &1 (AT awg & gRafda axar 21 9™
T A1Ad TP Ueged e © Rifd a8 73iF R S dxa Al & 4




Td IMHR B 9aa1 I b AT ag # gRaflia a=ar 21 s goR 5T ST AT
FHHATER 9 H 93 BT 579 9T HUS A A Goll BT 579 el § | UcdeT 3
Pl IAUEH 5 (Productive Labour) 31T UfehaT #M (Process Labour) T feuqufy
Fed T

JNYET SIHD I 7 T Aoigy) Bl AR IUSHRT AT AR BT ShTedl
I Ue ®9 | g T8l fhar S gadr 8 1 BRA, RIed, dIPieR,
AT HHAR], AHIg HHAN], AT BT T W H §EY ©fF W I8
el HHAR], THY oIGdh, ST el SADT & STIEN & |

TIe AfFBT @ AW ol ARTA (Prime Cost) &7 HRT 8Kl € dfd
I HADHI B AGGY B SURSAT (Overheads) H Sirg feam ST 2|

3.1 389 (Objectives)

3 T BT UgA B 916 3MMT—
o UIRSIHE & FHASH H FEHS |
o HOIGY YA I fafdr=T ugfodl w@s™ W8 |
o =1 ugfodl grR WIRsIA®G @1 T0MT A H FERISD |

3.2 HogXl YA &I dgiadl (Wage Payment
Method)

OGR! YA @1 Ugfadl &1 qfiaxer =1 JeR fHar S aaar a—
321 WHY X Ugld AT FHATGAR Ugfd
322 URYM §RT YA — HRIGAR UG
323 URUIHAD oY
324 R1GF YA TSI

325 CTolR Wl PHIRUITAR &R UGl
3.2.1 99Y X Ugld AT GHATER Ugfd (Time Rate Method)

399 UG H orid S1fAd BT SHd! SURYATY & SR UR 3r1dT ®1R fhu gvet
P MR IR gilRsIfAe faar Srar ® | uiRsfie &= gt gver, ufa fa=, ufa 9ars
Jrerar ufa A8 B B 1 U &1 o fhdr e fhar 8, S WRieR T8l
BT 2 | 59 Ugfd Bl 998 o1, ofFe o1, 2fFe uiRef@e < serar 2fe
R Ugfa 9 HEd § |

aiR#HHe BT oM =T G gRT B Sl 5 i
Wages = Hours Worked x Hourly Wage Rate a1y AT 69
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3.2.2 YR gRT YA — SRATJIR Ugld (Payment by
Results — Piece Rate System)

9 UEd & TR U S1f7d RIa-T &M &3 2, I & TR 98 uiRsH®
AT BRAT & T8 I B BT 98 a8 T99 H IR B | 31 URSHD
o BT T Y T B A BT B, 7 b 9 ¥ uIRsffe SR udd B
% AR Usel &1 M¥ad #) < Sl ©, Al SIfHb! BT uiksiHe &1 gRI
M R | I T HAT D AR DI FAoreR) 4 X Uy At 99 7 a1 S s
3 GHRIAT AT &, I8 12 T oIy HAT © AR Al 98 37 H 6 HRIAT Foam
2 dl 24 3| 1 UoR, A T8 TS I I T8l g1 & AT U Blg UIRSHD
T8I FASTTT © | Uoh 113 T 31U+ @Re, ARY g A1l & AR UTRSHew
FHAF B T B & B

3.2.3 YXUIHS ATSHC (Incentive Schemes)

BT g1t IS (Halsey Premium Scheme)— &HaTRAT & Jearist uem=
B BT g A BTl AT Tac: Tgall AT & | 39 ATST1 BT Fferara
US fget HHIAT 3iTth IRGP, el & URCUSUT 21l UH.U. BT (F.A. Halsey)
gRT fbar o |

ugfa o fagwa-

1. yaifya 99 @ik s &1 yof fagiRer— S@es &1 g9
(Standard output) TT IH TATK B & YAIUT T (Standard time) Tgel
| & AREa o= e S g

2. YAdH AGIGR] DI ALEMNEA— TS SAEG & o0 v ~gAaq
A T 3MMeARIT &l 2 |

3. yHIfUd Scure do ysarfs 9 - o9 9o sffe FHied
T IUTEA ¥ AP I 81 bR, T qh D! AR UR DIg 3R
el gsdr|

4. 991 gY 99 & IR W Fi¥Ea ufdera @ ysrfa— wfug

A Y B Y H B BRI BR o IR b BT 9A1Y §Y FHI BT 50 UfTerd
G AT B |

Illustration 3.1:

Calculate total earnings and effective wage rate per hour under Halsey
Plan—

Time allowed 48 hours
Time taken 40 hours
Rate per hour %10



Solution:
Total earnings =40 hours x ¥ 10 + % (8 hours x ¥ 10)
=400 + 40 =% 440
Effective wage rate per hour =¥ 440 + 40 hrs. =3 11.

Illustration 3.2:

Standard time allowed for a job is 20 hours at the rate of X 2 plus D.A. at
60 paise per hour worked. Actual time taken by a worker is 15 hours. Calculate
his earnings under Halsey Plan.

Solution:
Time saved 20 hrs. — 15 hrs. = 5 hrs.
Calculation of earnings 3
Wages for time taken (15 hrs. x ¥ 2) 30
D.A. (15 hrs. x ¥ 0.60) 9
Bonus (5 hrs. x ¥ 2) x 50% 5
Total earnings 3 44

Hlustration 3.3:

In a factory the standard output is 48 units per week for a working week of
48 hours. The hourly rate is ¥ 2. Three workers A, B and C produce 42, 48
and 72 units in a particular week. Find out the earnings of each worker under
the Halsey system of wage payment.

Solution:
Workers

A B C
Time allowed for 48 units (hrs.) 48 48 48
Actual output (units) 42 48 72
Time taken for actual output (hrs.) 48 48 48
Time saved (hrs.) Nil Nil 24

3 3 3
Wages for time taken @ 2 per hour 96 96 96
Bonus (50% of time saved) — — 24
Total wages 96 96 120

Note: Worker A has produced only 42 units which is less than standard
output. He will, therefore, be paid on time basis, i.e., for 48 hours.

3.2.4 X191 gy=a1fol FISHT (Ravan Prabyaji Scheme)

9 Ugla H GO 9 D1 o1 § 9 MY FHY D U B IAER TR
UGS 1 TOET & ST 8 | 39 Ugla &1 gy faewan fre=faRad &

1. gug fAeiRe— yafog g9a 9o ywifitg &R fAuiRa o= R
ST 2 |

8T SITd oIdlpT
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2. YAdH HOIG BT JTLEA— S B I9 97 & o1y [oH s
IA- BRI R (BT 2, FERT SR UR HOIGR &l Sl & 3R §9 ORE gAdH
AT T 3MMeARIT &l 2 |

3. U @1 A0ET— 1 51 JEifid R ol J9iia 99 9 U8
URT &R ofdl &, S YIS fHeldl & | I Jeamist Jamid 9 &1 goi-l § 92y
T AT & U H & A 2

AOIGR! Bl T =1 g3 gRT @ ST el &

Total Wages= Times Taken x Hourly Rate + (Time saved/Std. Time X
Times Taken x Hourly Rate)

X I H WY BTe) AT Bl dRE fa & g uriRsiie o1 mear
Y& B |

Hlustration 3.4:

A workman’s wages for a guaranteed 44 hour week is Re. 0.75 per hour.
The estimated time to produce one article is 30 minutes and under an incentive
plan, the time allowed is increased by 20%. During a week, a worker produced
100 articles. Calculate the wages under each of the following methods: (a) Time
Rate, (b) Rowan System, and (c) Halsey System.

Solution:

(a) Time Rate System:
Wages for 44 hours @ Re. 0.75 =% 33

(b) Rowan System:

St. time per article = 30 minutes per article
Add: 20% increase = 6 minutes per article
Time allowed under incentive = 36 minutes per article
plan
Actual output = 100 articles
Time allowed = 100 x 36 minutes
= 3600 minutes or 60 hours
Time taken = 44 hours
Time saved = 60 hrs. — 44 hrs. = 16 hours
Wages for time taken =44 hrs. @ Re. 0.75 =3 33.00
Time taken
Bonus = . % Time saved x

Time allowed

Wages for time taken

b 16 x 0.75 T 8.80
— X X =
60 ' '

Total earnings =% 41.80

Hourly rate




(c) Halsey Plan:

Wages for time taken = 44 hrs. @ T 0.75 =333
Bonus 50% of 16 hrs. @ Re. 0.75 =X 6
Total earnings =% 39

325 SR AP HRITJHR &R Ugld (Taylor Differential
Piece Work Rate Method)

9 UG P dENd Yg & S&IAT Uh.Se] <ok (F.W. Taylor) §RT
IR 5T 7T 2 | 39 UK & AR BRI BT AFMG—wR H¥ad & forn
SITAT ® | ST $1ffd #19d & aRT6R 31qdT AFd A 3if9d Bl T8 R Adhl,
IFRT UIRSHS A &R 9 a7 9@ & IR S sifie A 1t A D |
ANfF BRI HR UKT & SIhT TIRSIHS ST &% 3 fear 5irar 7 | o uiksifis
7 @ ar fafr=r <X 2l €

Illustration 3.5:

Using a Taylor’s plan, calculate the eamings of workers from the following
information. Normal rate per hour =% 12

Standard time per piece = 20 minutes

In a 9-hourday, A produces 26 units and B produces 30 units.
Solution:

) 60 minutes )
Standard production per hour = ———— =3 units
20 minutes

Standard production per day = 3 units x 9 hrs. = 27 units
Piece rate =% 12 + 3 units = 4 per unit

Lower price rate =3 4 x 83% =% 3.32

Higher piece rate =3 4 x 175% =% 7

26 units
27 units

Efficiency of worker A = % 100 = 96.30%

It is less than 100% and thus will be paid at lower piece rate of ¥ 3.32 per
unit.
Wages of A = 26 units x ¥ 3.32 =% 86.32

30 units
27 units

Efficiency of B = =111.11%

It is more than 100% hence will be paid at the higher piece rate of I 7 per
unit.
Wages of B = 30 units X 7=7% 210
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91 grfad SITfAaw (Check Your Progress)
=T Il Bl ID! SURART & MR TR 31dT B

.%Qaﬁa%sﬂwwmﬁmﬁmwél

(@) ¥ <® ugfa (@) PrgaR Tgfa
() UROTcHD JIoT=Tg (8) TR WaTHSG HRITAR Ui

T U #1fe RIdT &1 FRaT & S & S 9R a8

.W%ﬁiﬁaﬁﬁm% e I B BT 98 o & GHI H T]T

B |
(&) ¥97 <® ugfa (@) PrgaR Tgfa
() UROTcHD JIoT=1g (8) TR WaTHSG HRITAR Ui

@ AR T 39 I H HF 90T H & B BR o

.WWﬁW@WWSO%WﬁﬁW%\I

(31) B YA AT q) HEAR Tgfa
(|) Hg &R UGl (E)quﬁaﬁw
I TEIOE AT B o H F9g MY 9HI D

.WEESHWWWT%TH%WHTH%W%I

(@) ¥ <® ugfa (@) PrTaR Tgfa
SIEEEREEINEISE] (8) TR WaTH®G BRIJAR &R UG
=t uTRsIfA fieell @) <1 faffr "R &xft 2 |

(&) ¥97 <® ugfa (@) PrgaR Tgfa

SIEEEREEINEISE] (8) TR WaTHSG HRITAR Ui

. TR B ASTHD BRITHR R AT & AR S HD BT UIRSAAD B

UGB ECY @ IMIR WX fHar ar 7|
(37) prierHeT @) yHTIeR
(@) T (@) 39 & B8 el

. B YIS AIST & d8d, U Sffd Bl YIare fhar SIdm &?

(31) AT AT W 31w
(@) ASIGR B BRI &HAT B STTAR
(%) srfcriRad P & forg gail #orgyl
(%) WM Ao + 99 |




3.3 g yafa Siffe 94l @ S<IX (Answers to 7 G ST
Check Your Progress)

—_
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3)
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N
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7.

)

)

3.4 NI (Summary)

I H 5 BT A<dqol H®T BRIl § S BT DR Uode s aeil
e s H fHar ST B A &7 T @ faf ugfadt @ o
I TR UG, BRI AR UFId, T IR Ugid, Ja- JThT ggia dqem

CoR HETHD BRITAR & UG © |

3.5 Y& verdail (Key Terminology)

o UHYU X Ugfd (Time Rate Method): T X Ugf Sraid it
BT STD! SURART & MR WR Al HI By gl & IR W

qiRe1fde feam Siar 2 |

o HRATTAR & Ugfd (Piece Rate System): HIHAR X UGl
=T Uh #iffes R B Bl & SUI & AR a8 Ui
ST HRAT B, 18 SF M BT I8 bl & T H G-I N |

o T YSATRY AISHT (Hesley Premium Scheme): &1 Tt IIof=T
@ AR AU 59 GHI I BH A H B B IR o WR SHD Pl
AN Y AT BT 50% YTl <1 Il 2 |

o 19T Y&ATRT ATSTHT (Rowan Premium Scheme): T TR ISt
I VIS AT D1 I H FaTg 7Y HAI & STUTT D R TR
TR @1 ITOET B AN B |

o TER HIIHP HRIJHR TR UGHI (Taylor Differential Work Rate
Method): A9® & IRIER 3MAAT AMG A 3P B B Ul & SHDT

aiRsifie A ev A AT e & v ST
g3 HrHY1 75
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3.6

H-HcATd U1 Ud JXATH (Self Assessment
Questions and Exercises)

o] S<XIIA YT (Short Answer Type Questions)

1.

CoR HaTtH® HRITAR &R UG WL HIFIY |
Explain the Taylor Differential Work Rate Method.

R g AT T B |
Explain the Rowan Premium Scheme.

TR TN AT W BHIFT |
Explain the Hesley Premium Scheme.
PRITIR T UG TS T DI |
Explain the Plece Rate System.

Y SR UG ASHT WL BT |
Explain the Time Rate Method.

<l ST 999 (Long Answer Type Questions)

1.

TcIeT AT TUIET STH H <R dd8V | AP B IGIERUT ST |
Distinguish between direct and indirect labour. Give examples of each.

5 BT UIRHAMAD o S FHY S FER D AT ¥ AT IHSD! a1
BIFRIT 87 39 US[ & oW Us f[IaR # Harireiel e
AT BT f2d fbd AHT T Th—gax o = &ar 27

What are the advantages and disadvantages of the time basis of

remunerating labour? To what extent do you consider the interests of
employer and employee to be at variance under such a system?

o (UTR#I¥e) Y @l A= ug ol o aren |ed H Sifoy
AT I D A g BIAT BT AT GO DI |

Describe in brief the various methods of wage payments. Also explain their
comparative advantages and disadvantages.

el 519 Bl IRAIAT BT | BIS aT SSER0T ST |
Define direct labour. Give two examples.

LT AT T 8?7 Plg O ST SIFT |

What is indirect labour? Give three examples.




6.

Y SIRTd G U =01 # fqurm &1 oMy fhfo |

Enumerate the departments in the organisation and control of labour cost.

7. gHI—UTel T &°

What is time-keeping?

3.7

HE™® Urcd AU (Suggested Readings)

1.

10.

11.

Cost Accounting Theory— Problems and Solutions; Author: M.N. Arora,
Publisher: Himalaya Publishing Housing, Mumbai.

Cost Accounting; Authors: Prof. M.L. Agarwal and Dr. K.L. Gupta,
Publisher: Sathitya Bhavan, Agra.

ANTd oIgidhd; oigd: I, M8, IMI, UBRIH: RS TfeetfIT
B, STIYN |

AT G AgTf~dd Ud fohaTcHd; oigdh: UF.UH. HIgYaN, TH.UH.
e, UdTed: AEMAR, UBeH, el |

Cost Accounting— Text and Problems; Authors: M.C. Shukla, T.S. Grewal
and M.P. Gupta, Publisher: S. Chand and Company Ltd. New Delhi.

Cost Accounting; Authors: S.P. Gupta and Abhay Sharma, Publisher:
V. K. Global Publications Private Limited.

Cost Accounting and Financial Management; Author: CA B. Sarawana
Parth, Publisher: Wolters Kluwer India Pvt. Ltd.

Advanced Cost and Management; Accounting: Problems and Solutions
Authors: VK. Sexena and C.D. Vashit, Publisher: Sultan Chand and Sons,
New Delhi.

Cost Accounting; Theory and Practice, Author: Bhabatosh Banerjee,
Publisher: Prentice Hall Learning Private Limted.

Cost Accounting— Introduction and Basic Concept; Authors: Minaxi
Rachchh and Gunvantrai Rachchh, Publisher: Vikas Publishing House.

AT g6, oRgd: MR, HRYaN], Hdd, MFard U @,
YehTeTeh: IRATST UfARRT 8ed, SR |

8T SITd oIdlpT

L STENTH
g3 HrHY1
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SPlg — 2
AT 4 ThIS dRTd AETh
(Ouput Costing — Cost Sheet)

HIAT (Structure)

40 UR=TY

41 ST

42 AN fdaRor o3

43 TG faaRer g9 @ fafer
4.4 AT g &1 TOMT

4.5 3T W Sife U9l & SR
46 NI

4.7 G ITaA

4.8 W-HITh YT Ud IR
4.9 B UISy AHUT

40 YR=I (Introduction)

I drTd fafyr amg R @ v vl afy @ Rraer wanr $H
Sart # fear o g e feafafRed fagmand 8-

1. S8l IAEA &I SHISAT UH |AM 8l AT Hedi—Slerdl I, qer

2. Wgl Sared e SRR @rerar 8T 2 |

57 S # 59 fafd &1 wanT fear Sar @ S STERT 39 YA
q IRTG SN gAMS | 9 91 S J Ui gbrs g fFeiRa & e
2, O $ci @ Wee ¥ ufd 1,000 3¢, We, gwa, A 9 SR # ufa
T4, BRI SEnT # ufa 99, IR H ufa a)d, enfe

arrd feiRer @1 fHarfafer (Costing Procedure)

IATed a3l B AN & R b [ UAd JAF b < H UD
ARTA f4aRoT U5 (Cost Sheet) TIR fhar SraT ¥ 1 dfh AFTd &1 gahrga
UH 9 B €, U SHS AN S BRA B foll A ANTd @l
IAfed SHISAT B [T A AR &A1 Sar g1 ana faRer 93 H @
AN Tl Ul §Bls INTd G 6T Wae= fhar S ddbar 2

4.1 =¥ (Objectives)

I B JLYIT D UIATT AT 5 AFY B b Pl—
o SHIS AINTT &I 3N AHsH § TerIdh
o SURIT & A= YR T9s & IA5IH




e 3PS od fAuRY & HrRIRS THsm & Jere SPHIE AT F@HT
e SHIs AN fAaRor 999 &1 fafSy I5s™ o A8d
o QT Hou @ TUFT B BT A FHEH H AEE® feafi

42 dRTd fdavor v (Cost Sheet)

AR faaRer o3 & AU v U fAaRT 9 & R Sded @ arTd
% fafr= d@l @ fAWRyds <ofm oar § | I8 fJaRor 93 U e
A S AT, ARG, d1fe 3T & o1 S9RT ST © | 399 &t
AN AT Uf ShTs NI S & U e T—3TelTT BictH 9917 SITd & |
R =reardl 4 e A 3Af8d axgsll BT e BIAT 8 I YD ax]
BT T | AN fIaROT U5 91— ST 8 31edT Ush 8l oI fdaRer o=
4 URe 9&] DI R/l AR TAT URT gHIE AN b U gAH—IAR
P Y S & | oA 3edd_ & oy fUsel 9y & arTd 3ifds!
& foru SR &ic® 9910 ST Adhd 2 | 39 UBR N fdaRor 9o #
JNfAPIS FAFTd Fag URid &= | sH@! TR § gig skl 2 |
AH— ANd R o g9 ¥ frEfiRad v urd B 8-

1. 399 SAEH &I AN & Tl BT fOdR I 39 BT 2

2. 3OH IAMCT a3 DI FA ANTT TAT URT ShIg AN S Dbl
ST 2

3. S99 Sl 9 SUGRI & oIy TR I qAT AN BT AN T
H erdr e g

4. TP gRT Id9F aINTd & faf¥~ dcdi &1 79 99 & ovTd Sifdhs!
A JATHG eI A1 ST © | 90 AR MR 3 \Erdr
et 21

die: fenfdal & forw u® gema fean onar § & ard fAaRor 93
a5 b U 9 ANTT ® Tl BT IRIIT B! YFR W PR of | T§
g 1 ¥ Ry U

43 drrd faazor g9 @) fafer (Method of
Preparing Cost Sheet)

AN fAaRer 95 g9 & oY SNl & d@l & IER aviigd B
AT B, AT AR AR, S AN 9l SURed |

1. GFRA ARTA: Y& Gl @ aRTd | AR & g o H B
AT UR A Yoo, TG |

2. S UJE S AN O SIGd 3 W PEd © S DI gl AN

¥ foRaT AT ¥ IO AU S/ b SuRSAT ¥ afAferd fhar ofar ¥ ¥
qrge AT 79




§PIE I AGTBT 3. ydel gy J g A gol g H |faferd ey o 2
4. SuRera: SuRerlt &f a9 9ri § fwfsa fear S 2
few (i) PREMT IURTF  (Factory or works overhead)

(i) T2 SURST  (Administration overhead)
(iii) Taspa g fadRoT SURSY (Selling and distribution overhead)

anTd fqaRor u3 § wWid ST d@l (Treatment of Stock)

¥fh dF YPR T BIdT 8—
(a1) Pl AT BT Wi
() aTe], BRI BT i
@) T wra &1 <id
$od AT BT ld (Stock of raw material)— T fIaR0T U= H SUHIT
DI g YIET AR BT ST ST & | SHD! ITOET DR & [ I Bl T
Il AT BT ART H RS ¥Efd (Opening stock) SIS T SITAT © TeIm
it Wi Tet faar Smar & | 1 SeTeReT § I8 wfeud sifws! &1 s

¥ W far war B
3
Opening stock of raw material 3,000
Add: Purchase 27,000
30,000
Less: Closing stock of raw material 5,000

Cost of Raw Material Consumed 25,000

qre] BRI &I WID (Stock of work-in-progress)— a1 FRI & LI A
AT S AT | R S A 5 el AR 8 3R T 8 gof vy | fAffa 2
1 R EB I B A1 S FHhT 8 iR 7B SAe BRI BT 911 2 |
9 WIH BT qidhd YR HREFT dRTd (Works Cost) TR fdar I 2 |
AT f9eR0T U5 H =re] BRI & YRS i T 31 Fid &I FHRISHA
=1 gpR A fhar ar 81 o9 SR | 9 dfoud sifes oy v B

3

Direct Materials Consumed 25,000

Direct Wages 10,000

Direct Expenses 2,000

Prime Cost 37,000

Add: Factory Overhead 8,000

Add: Opening Stock of Work-in-progress 6,000

51,000

T 3T Less: Closing Stock of Work-in-progress 5,000

80 qrge ) Works Cost 46,000



fafifa wra &1 ¥i® (Stock of Finished Goods)— ~fiad #Atar & §PTE @IITT e ETHT
UR™E Cfd DI IATET &I aFTd (Cost of Production) # it f&am Sirar
2 dr aifedq Wi o7 sa8 ¥ "er feur 9ar 8 | SuRIad Serexvl Bl 3T feagofy
AT 8Y AT A1a & T T FARIGT Bicud JAldel & A1 T ST
T B

4

Works Cost 46,000

Add: Administrative Overhead 5,000
Cost of Production 51,000

Add: Opening Stock of Finished Goods 10,000
61,000

Less: Closing Stock of Finished Goods 7,000
Cost of Goods Sold 54,000

SWRIGT IF UHR & WIdh BT FA™IN B H dFTq f[davor o7 7+
JHR A UK BFT—
Cost Sheet for the period.......

Production ........ units.

Particulars Total cost|Cost per unit

7 7
Opening stock of raw materials XXX
Add: Purchases XXX
XXX
Add: Expenses on purchases XXX
Less: Closing stock of raw materials XXX

Cost of material consumed
Direct wages
Direct expenses
Prime Cost
Add: Factory overhead
Add:  Opening stock of work-in-progress
Less: Closing stock of work-in-progress
Factory or Works Cost
Add: Administrative overhead
Cost of Production
Add:  Opening stock of finished goods
Less: Closing stock of finished goods
Cost of Goods Sold
Add:  Selling and distribution overhead
Cost of Sales
Profit (or Loss)

Sales Y SITERTH
qrge AT 81
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AT fdaRoT U= (Cost Sheet) BT 3= Bg ATHI H | 4T ST ST &,
S Cost Statement, Statement of Cost, Statement of Cost and Profit,
Production Statement, SIS | STd U ¥ e I3l HT ST BT T,
T9 IS K] D [TY SRT—3TeT DIcH I91¢ ST ALY |

4.4 frafe&q e &Y I9ET (Price Quotation)

UT: ICUTGD bl AU I e II3H BT AN [Ishd e sl bl IcareH
A Yd G HRAT BT @ 3FdT SUSK (Tender) Woiwl & ol IRTE &1 AT
SRIHET BIAT © | $9& ol Ush AT ArTd fdaRoT SR faham ST & o
IeTfed IRl & THAIT ARTT @l TOMET & STl & | 39 aIFTe faavor #
el AR AT, Udel AsTgyl JoT faff= R & SuRei @ g iR
RIRMIT gell Sl € | ATal T YaeRoT Ydeblicld ARTdl Bl JATER ATHR
g uRRfAT dor wfdsr § 8 arel SIfdd Hed gRac+l &l e H
RGP (BT AT & | A el AT S ST Ui Sehls arTd Afds
H I Jedl IR IR Bl 81 Ucdel Holgyl Wl X0 YR wfdw 4§
AT 21 &% W IRT Bl & | 3 YR SURIT BT A 9 d
AT URacH! @ SMER WR fdar Sirar § | SuReRi & Hfderd @ forg
Afaerae @ amia Al % 9 U Sugad fafd &1 R fasar S &, o ueaer
AW B gfderd ), 7 el &, s |

@TH &1 ITUMET (Calculation of profit)— SWRIFT A | Hof AT BT
AN T & UL S 3ed Uiaed &% | oM &I IR SHT RS
fFafed wea fF@Te S g | o &1 IR @ o @ forg, R w gl
&R AR BT BT &, SH 100 AFHR TN B F ITOHT BT BRI AR
SIAT 2 I8 e ISR | W fhar T g

Illustration 4.1:

The Bangalore Ltd. supplies you the following information and requires you
to prepare a cost sheet.

3
Stock of raw materials on st Sept., 2020 75,000
Stock of raw materials on 30th Sept., 2020 91,500
Direct wages 52,500
Indirect wages 2,750
Sales 2,00,000
Work-in-progress on 1st Sept., 2020 28,000
Work-in-progress on 30th Sept., 2020 35,000
Purchases of raw materials 66,000
Factory rent, rates and power 15,000
Depreciation of plant and machinery 3,500



Expenses on purchases 1,500 SPIS STTT oiedihT

Carriage outward 2,500
Advertising 3,500 Ruuf)
Office rent and taxes 2,500
Travellers’ wages and commission 6,500
Stock of finished goods on 1st Sept., 2020 54,000
Stock of finished goods on 30th Sept., 2020 31,000
Solution:
Cost Sheet
for the Month ending 30th Sept., 2020
3 3
Opening Stock of raw material (1st Sept.) 75,000
Add: Purchases 66,000
Expenses on purchases 1,500
1,42,500
Less: Closing Stock of raw material (30th Sept.) 91,500
Materials consumed 51,000
Direct wages 52,500
Prime Cost 1,03,500
Add:  Opening Work-in-progress (Ist Sept.) 28,000
Factory Overheads:
Indirect wages 2,750
Factory rent, rates and power 15,000
Depreciation of plant and machinery 3,500 21,250
1,52,750
Less:  Closing Work-in-progress (30th Sept.) 35,000
Works Cost 1,17,750
Office and Administration Overheads:
Office rent and taxes 2,500
Cost of Production 1,20,250
Add:  Opening Stock of finished goods (1st Sept.) 54,000
1,74,250
Less:  Closing Stock of finished goods (30th Sept.) 31,000
Cost of Goods Sold 1,43,250
Selling and Distribution Overheads:
Carriage outward 2,500
Advertising 3,500
Travellers’ wages and commission 6,500 12,500
Cost of Sales 1,55,750
Profit 44,250
Sales 2,00,000
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Illustration 4.2:

Mr. Gopal furnishes the following data relating to the manufacture of a

standard product during the month of April 2020:

Raw materials consumed 3 15,000
Direct labour charges % 9,000
Machine hours worked 900
Machine hour rate 35

Administration overheads
Selling overhead

Units produced

Units sold

20% on works cost
Re. 0.50 per unit

16,000 at X 4 per unit

You are required to prepare a cost sheet from the above, showing:

(a) the cost per unit,

(b) cost per unit sold and profit for the period.

Cost Sheet
for the month of April 2020  Output: 17,100 units
Total | per unit
4 4
Direct materials 15,000 0,877
Direct labour 9,000 0,526
Prime Cost 24,000 1,403
Production overheads (900 machine hrs.
@ T 5 per hour) 4,500 0,263
Works Cost 28,500 1,666
Administration overhead (@ 20% on works cost) 5,700 0,334
Cost of Production 34,200 2,000
Less: Closing Stock on 30th April, 2008
(1,100 units @ X 2 per unit) 2,200
Cost of Goods Sold 32,000 2,000
Selling overhead (@ Re. 0.50 per unit for 16,000) 8,000 0,500
Cost of Sales 40,000 2,500
Profit 24,000 1,500
Sales (16,000 units) 64,000 4,000
Illustration 4.3:
From the following particulars, prepare a cost statement:
3
Stock, 1-1-2020: Raw materials 30,500
Finished goods 20,400
Stock, 31-1-2020:  Raw materials 48,500
Finished goods 10,000
Purchase of raw materials 25,000
Work-in-progress, 1-1-2020 8,000



Work-in-progress, 31-1-2020 9,000 ST TIT AGIHT

Sales 95,000
Direct wages 20,400 —
Factory expenses 10,500
Office expenses 5,400
Selling expenses 3,800
Distribution expenses 2,500
Also calculate the percentage of works expenses to direct wages and the
percentage of office expenses to works cost.
Solution:
Statement of Costs
for the month ended 31-1-2020
4 4
Stock of raw materials, 1-1-2020 30,500
Add: Purchase of raw materials 25,000
55,500
Less: Stock of raw materials, 31-1-2020 48,500
Materials consumed 7,000
Direct wages 20,400
Prime Cost ___2;,_466
Works or factory expenses 10,500
37,900
Add: Work-in-progress, 1-1-2020 8,000
45900
Less: Work-in-progress, 31-1-2020 9,000
Works Cost or Factory Cost 36,900
Office expenses 5,400
Cost of Production 42,300
Add: Finished Stock, 1-1-2020 20,400
62,700
Less: Finished Stock, 31-1-2020 10,000
Cost of Goods Sold 52,700
Selling and distribution expenses (3,800 + 2,500) 6,300
Cost of Sales 59,000
Profit 36,000
Sales 95,000
Calculation of Overhead Rates:
L. Percentage of works expenses to direct wages
Works Expenses $10,500
- PR 100 = S22 5100 = 51.47% ¥ ST

Direct Wages 20,400 g139 At 85
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2.

Percentage of office expenses to works cost

_ Office Expenses X 100 = 5,400
Works Cost 36,900

x 100 = 14.63%

91 grfad SITfAaw (Check Your Progress)

. UCIET $TH ARTd Bl @ ®U H | STET ST g
(31) IrgcTer $H (@) ycuer HoigRl
SIEER A NER (@) SWRIad # A BIs Y & |
. BITET SuRary &l SURSY & | | STET Sl |
(31) BRETT (@) uemaH
() fasma (@) SWRIad § F PIg A &l |

HH] B ITGT B HRT Bl A0 B & {77 T S ureanfed o
& forg o1 718 fafafdat | emew urd &% 7q @ fog feg o= arer

SuReT & SR & A F ST ST 2 |
(1) PR @) gema+
() fawa (@) SWRIad # A Brs Y & |
. BRG] AN, YLTAS ANTd fdehl Torr faaRer orTd qer Srdr
vd AR ard @ 3MUR R @Eihd fHar ST B
(31) Tew (@) »rd
(&) |7 () SWiad ¥ F I W 7L |
. foe faely S & orTd @T 9Iiar 2
C)IREICHREE] (@) <rTa faeRor
() (@) T @) s=r () SWRIad # A s Y & |
. HRYEMET T H BT 9T YT SURSY Bl Sl & IaTd ol
AT U BRl S AT | IR fmar ST g |
(1) werme (@) famr

(@) prafery qor yemd () 99 Y AR Bl

. YU WA H RN IR Bl Sied & geard Sl oIRTd I

BRI 9 AT A e fhar e 2
(a1) wrafera qom v (@) <9 7Y TG DI
(|) ®RETT @) B




8. f TTM®RI & MR TR YTH IR Pl 0T BIFRTT | UcgeT ATadT
TRIET 2 1,00,000 YeT SUHT AT 90,000, ITeT $19 % 60,000
geT =T &g % 20,000 0N SuRera 2 30,000

(31) % 1,70,000 (8) 22,00,000
() % 1,80,000 (@) %2,10,000
9. fdl IS @1 et TTd 10,000 oW fAsha HeT TR 25%
(31) ¥ 2,500 (@) 3,000
() % 3,333 (@) 22,000

10. 91 STM®HRI & SR WR FHol ARTT DI ITUET DI | Aol DR
AT % 2,00,000, HHRATET TAT TRITAT ITRST 2 1,00,000, AT, BRI
(WIP) &1 AT ¥ % 30,000 IR a3 BT FANT Fidb el
o1, fash! SuRerd 2 10,000
(31) % 3,30,000 (@) %3,20,000
(=) % 2,80,000 (g) 22,70,000

45 Ut yrfa Siffav gl & SR (Answers to

Check Your Progress)
1. (@) 6. (9)
2. @) 7. (@)
3. () 8. (a1)
4. (@) 9. (M)
5. (9) 10. (a1)

46 NI (Summary)

SPIs AN A NI oRdlh & 98 A 8, [ et avTa &l anTd &
TN qcdi IR d faeeiyor fovam SIrar 2 | S99 el Scarad
SHISAT BT AN TH YT Fhs NI 1 & ot = | fafsy o e &
YA B A, SRl U T gPhIs BT g TAH R IcTe fordm Sram € |
9 Al & fog Saure= Yifde dorm urdfae 8, S fUe, $¢ & wee, Il
W, e, A1 enfe e, STet ufa e+ ufd feel ufa faeea onfe & Sare
o fpar ST B

IOTeT T THd Udel Ud 3iucde] AT &l ARV & U § 39

SPIS TTT AGTHT
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A B Fd S ANTd U /AN Yol /AN Al BEd © | SATed DI
IARd awgell & Il & ¥g & AaT YIRd IBdT & | dH—F I
IAEA & G4 QLT UT B &) F#1aT Bl © Reafer # sar &1 faot qoa
BT AH SIHBRT <1 Bl 8| g9 oY i1 f9sht qeg 7O BT Sl €

e qea w'd g1 Ffasr o 991 Aasmar 9 &A1 B 2

47

q& reqidell (Key Terminology)

e VT fdavuT 4= (Cost Sheet): TR fAaRoT 45 ¥ AU DY

faaRor 9 2 57 SU1ee &1 AnTd @ A= Tl B IR gl
ENIDIRCICIR

I3 @Td (Unit Costing): STTET oFTd IR 3120AT §dhTg I Td
ferRor &1 T U Ay € S SUTed sdis R ® Siel AT e
fR=aR BT © AT 98 SHISAT M UHR @ Bl &, S= AUl

SRT U HHIA 91T oIl Hbhd] %|

U ARTd (Direct Cost): el &RTd 98 RTd &l ®, o
JcIeT A IcaTad | BIAT & | O UcdeT AT, Uuer sTH a1 Uuel
I FI| T YT AN BT FART H ANTd (Prime Cost) H
BT |

o SURSR (Overcost): SURTT T8 ANTA BT & FSThT UL T

IS | BT B | O 31ycueT A, 3rUcdel 19 dT 31Ucdel 3
T | T TTET AT BT FHGY SURIY § BT & | SURIY BT
PRI SURIY, BT U T+ SURETYT dor fawm! SuRe #
fofora fopar S 2

fAfa<T e (Tender Price): STUTEH 3TTST YT R+ & oY T Bl
U BRAT B S FIfdeT 4o P © |

4.8

H-HATHh U Ud AT (Self Assessment
Questions and Exercises)

o] I<XIIA Y% (Short Answer Type Questions)
1. SURST BT AT T DI |

(Explain the meaning of overhead)

2. o AN &1 I W BIY |

(Explain the meaning of Prime Cost)



3. SURIT BT TR W I | SHIE T AGHT

(Explain the classification of overhead)

feaofy
el ST 999 (Long Answer Type Questions)
1. $HIs IT e orTd fafy @ar 2?2 Ig fba Saw & YINT 8y 87
What is unit or output costing? In what industries is it used?
2. NI fdaRoT UF 7 8?7 $HD Iewl DI U D |
What is a cost sheet? Explain the purpose served by it?
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AT 5 SURAT AWih
(Overhead Cost)

AT (Structure)

5.0 9RTA
51 Se¥d
5.2 SURST AT BT 3ref
5.3 SuRerl &1 i
54 SURST TTGidHT
55 SURST BT Mde UG ST — WIfAd faavor
5.6 SURSAl BT ey
57 BREM SURIT & AT B Ugferr
5.8 R T YT SURST
5.9 fama T fqavor SuRer
5.10 3! WA Sifeg Uel & SR
511 Rl
512 Y Tl
513 - YT UG IR
514 8RIH UIGY AHUT

50 YR=I (Introduction)

IAEH I8 B H Sl AN (U] TIwd &l Bl ©, T el v
IAET A & BT &, 39 9l ANTd B AFlfed w9 ¥ SURSTT FHEd T |
SR B R Y /3uel & & W T ifda fear sar g1 SuRed
Ire & fol Arfesd H fby Srd € dorn fhdl orl faeiy ar rrd &w 4
THERIT 8] B © | SURTY H ycheT AT, Jucdel ST, el 3
BT THIIY BT & | 39 AT H SURTY BT 37, THIBRUT, oIGih 3MMac
Uq TSI, TGINYUT, HREHET SURITT & TGN &Y Ugfardi, draferT 9
I SURST & I[GeNyoT & ggfadt den famy vd faazer SuRe &
AU BT YGIAT TAT 39 A= H ATISIRD YT BT 8 AT TAT 2 |

51 3839 (Objectives)

9 A Bl UgH B dIg AMT—
o SURST &7 31 FHASH H D
o SURTIT & THIHIUT DI FHASH H FEIH
o SURSY IR & TR A H =D




o SURIAT BT 3MacH Ug IFISTT FHH H TeId

o SURIAT BT JIINNI TAT JGINNY &I A= ugfaal a9se #
RERED

52 SQUREAI @RTd &7 312f (Meaning of Overhead
Cost)

UM 3T H I8 Ugel W a1 S gaT © {6 ol N Bl /I wU |
S A H e fam SIrar 8— el SIRTd delT ST9iel oliTd | aT el
ANTAl (AT Ue AR, ye ST AT Ue @) & ART Bl HA AR
(Prime Cost) B8 & AT T UcTeT AANTal (I Tucder AN, 3roreed
ST T 3TUcTeT &) & AT P SURSET (Overhead) FEd € | SURETT &Y
BRI 39 TSR &

C.LM.A., London & 3T9R, "379cqel WHHT &FTd, 39T Ho1G%] a2l
gger Ff & INT Bl SUNGT HEd &/

&Iley v docAv (Blocker and Weltmer) @ S/g¥R, “SURET T
XTI P GINGITT Pl d ST & Of IqIgT &I 13915 SBIS P 1T Teger
WU W YT T8 P o dhbdl )

@t (Wheldon) @ 91&g] # “SUNGT JTIIET WA, T 517 T
AR Afed =T U Il P AT & o7 139 GFTa b SEISAT UV
glaer & arsd T8l [bar o wear]”

3 SuRery ¥l JrgeT SNTal &7 AT ® | 399 9 AT @Td i ferd
BT & O U o oiaThR a9y ST &1 $higdl UR fadRor &+ & forw
RIS 12T 3rAHel ® | SMRBT # SURIT & ¥IH IR R’ (burdon) g
&1 AT A fhar ST 2| aRad H, SNl F THERT GERY a9
ST ol & b7 FaeIN ST Gifcol T QTP & [ SUNIIT &I AT
AGIBIN U HR pET dicl Bl IS &ET [Ha7 O wabdT 8/ SuIRITT B
M R NF R o<l & T B S 8 9 - 9RRS dRd
(Supplementary cost), 381 (Oncost) TAT 3G ST (Non-productive
cost) | 391 Ol TGl H W, SURET (Overhead) T 31fdd Wiprd § qe
C.LM.A., London "R’ T ‘AfIeIy’ Ireai & YANT &I RABIRST A8T T |

MY ITaTEaRT § W8l R SfAHIed HLNIGROT 1T I R8T & Al
Jed A1l BT YANT F&dT ST 8T &, SURST AN el AT BT Y 98d

l. “Overhead is the aggregate of indirect material cost, indirect wages and indirect

expenses.” — C.LM.A. London
2. “Overhead costs are the operating costs of a business enterprise which cannot be traced
directly to a particular unit of output.” — Blocker and Weltmer

3. “Overhead is the cost of indirect material, indirect labour and such other expenses,
including services as cannot conveniently be charged direct to specific cost units.”
— Wheldon’s Costing Simplified
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T HEdYUl dcd 99 TS T | 9g9ed ARIMl & YANT 9 gl Jodgrd a
R g XG-IGG Bl I AP Bial & A SuREY oArTal 7 61 gfg
gl B | UaedaR, YME SOl H SURSTT dFd & ARt &l U
HEaqUl 3T & qAT YR ARTAl & I e 9 =T 3 Sded
D Bl AN H IeeRgHI gId DI ST Fabell o |

ARSI ARTAT BT @l g TR0 ARG & N dedl, JTT YgeT ArTidl
T UeT o W S1fdd Sifed 8| 396 BRI & fb SURSTT At Satfed
ShIgAT H WReIdl | fadRd A8 &) ST Al aAT dRTd ®eal g dRTd dl
SHISAT § 3P AN B UIe] THAT BT ATHAT BT gsdl & | afe
SURS ARTAT & IR0, IS e Afdetas & F9ar 9 &1l anTd
BT THISAT B ARTT ST HRAT U IR BRI 8T SV |

53 SuRegal &1 aiffsxor (Classification of
Overheads

SuREAT BT TR G TR A fhar Sidr -

(37) BRITAR aIdHRT (Functional classification)
() a<ITFAR TTHRT (Element-wise classification)
(¥) TRV STHR GHTHROT (Behaviour-wise classification)

SuR<al &1 affever

J J J
SRTTER ATATER JTARVT AR

J J J
« PR TR . LT AT « W TR
« T SURET o UL STH « gRadeNE SuRa™
- fama SuRery . UL T « ATg—IRad=Teld SuRS
- faaRoT SuRer

Eb‘l'ﬂfiﬂl‘\’ qiff®uT (Functional Classification)

FHITAR SURSIT B qi= w4 ¥ 7141 a1 § qicT 1 FHhal -
SRETT SURSA (Factory or Works Overhead)— S a7 H IcTGH

PR H UANT I T3 AU AR, IUTET S G e I MAA B |

UgeTeh bl dd-, TIdeTo] g, Il Bl g, 3T |

UI- SURSTT  (Administration Overhead)—- S9 SuRagdl &1
PITT SURTT | BEd & | 398 AT Brfad Ud Uaw 3 grfyd gt
e @ afffad €1 O draferd wae &1 v, okgw Al
BRI HHATRAT BT I, BT <, ST |




fasra SuR<aa (Selling Overhead)— 9+ a9 dAT UTEH! BI SURIY efeqipT
AN I & ol @ T8 AN A 8 | O IS &3, A1 &1 R,
fasha HHATRAT BT 9, Y& b b1 2, e | feafy

faavor Sufked (Distribution Overhead)- fasa &9 & YA a¥all
@ g & oy @ 18 AnTd 39 Aftaferd €1 SR vl |, U @) T8
TE] DI WO B [y TIR BRAT TAT AR Y TNl FE@i Bl G FaRerd
TAT Thi BT I, fa9y UfpT =y, @relt Ul &1 A=, T |

AN i@l H Iy SuRerai qorm faavor SuRerdl &1 oAl JTeiT—aTel
9 PR gU UD A1 fHIT ST 2 TAT 5% Ay 9 faarer IuRerd S
ST 2 |

AR CRIGE4 (Elementwise Classification)- g9 FIffpvor # Easl
SURSAT BT =1 A= awt | fariora faeam Sir -

(31) Iryae |AT (Indirect Materials)— I SRR @RI SH18Al |
TRETAYd D d Ucdel wU | AR 81 B Sl Febell | O DI, A1,
7 o, anf |

(@) Ig& 59 (Indirect Labour)— SH® 3= 8 HGIgal 3T & ST
AN Bl AT AN sHhisal R JAfWford den faf1 anTrd sarsal o)
AT BT SR B 1 AU ST & SQIERVT & ARFT HHARI, BRG]
g, FRIeTd, APIeR, e |

(W) 3yaer a4 (Indirect Expenses)— 39 9 94 &g Afferd € oIl
AN SHhIsAl I IR T8l fhU 3T Jbd 9o IM=g 5 & 8d 8
S, UBTT 9 19 &, 9N & |, IREd g, s =2, enfe |

TR & AR qiftHYoT (Behaviour-wise Classification)— Scare=
@ AT H B AT I B F B FI URAfdd B © IR B g ReRr
JEd 2| 39 FIER & YR W IuRSA &I =1 a7t # dfer rar &

(31) it IuRSA (Fixed Overhead)- 9 SuRAT &I FHol Mg
IR & AT A6 & KR H IRAAT & hoRawy gcdi—dagdl el
2| O 9aT BT [T, Ga=IdT BT da+, B d, 6 g, 3 |

(3) uRad-fa SuRara (Variable Overhead)— 39 SuRal @t IRy
TG BT AT & U H URIa s8Rl = | Ul sdhig I SURT Rer
T B | O, uel AT, el 5, fad =y, fashdamell @l e,
anf |

(W) 31g—uRRad-2fia SURSA (Semi-variable Overhead)- 3= 3§
Wl SuRe Wt ®wed €1 39 SuRedl # it e uRad«eie g1
SURSRAT & T AHA & | AR TTeal #, A SURTY 3ferah: Il qoIr 3fera:
IRadTNe BT & | SRR B Y B, TR @[, e @r, Plee . T
BT I, SN | T T ”
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AIe: ARGl BT MR & AR BT e 1 # fawar 4 faar
TATE |

54 SURET @i (Accounting of Overhead)

Hel G (Basic Problem)- S fb SR e fhar &7 gar & M
JEIRAT DT UM SHTg AR BT H IHDI YIeT AT [FIhTer H By BioTg
Tl B | IRg SuRegy a1 |l (1T sreal @ Arfed arTd 8kl 8 aef
Ui gdhTs SURSTT BT SAAT AR o] BIAT | S BRG] Haq BT fhvrT,
UeweIdh T ddd, S DI INTd, FINHT Bl @R sl SURIY & off fhar
ORIy R &1 Sh1g W U ®U W TR T2l [y 57 Hehd | I Ui g
IURSI AT S1d B b oY 51 IuRedl &I I MER R fel i
sl # faaRa o= f&ar Siar 7| SuRedl &1 fIdRer a<e smerga
aftrd wfed arf g1

SuRery faarer § =axor (Steps in Overhead Distribution)
SuRer faavor & forg =1 weH Ie1v oI 2-

1. SURSAT BT THAHT (Collection of overheads)

2. IURSAT BT IR I9RI T Har RN H e gd AfTeT

(Allocation and apportionment of overheads to production and

service departments)

3. 9@l feqrT &1 AnTdl &1 SAred fA9RT H g SIS (Re-

apportionment of service departments costs to production

departments)

4. SURSAT BT IMTEH SHIZAT H AfdeTIT (Absorption of overheads
by production units)

SuRAT BT THATHRU- IURIT & AT & Igard g7d IID
T DI Aldbfad g 31rar G (Standing Order No.) UG &1 Sl © d1fh
g% BT QAR A WG AT O Gh | AP YPR b IURIY YR
Standing Order numbers ¥ U&3d foy Sid € | SuRei & fafa= #gl &
AT yu 39 UHR -

1. AT W7 93 (Stores Requisition Note)— 31Uier MRl SN
7+ T, PIIel, |G 3nfe e & forg |

2. 9I51® (Invoices)— &R H 3Ie AFRAT IR HAY HT BT & |
3. Woigdyl fawelwur (Wages Analysis Sheet)- 3 siffdl @
AAG & A B |

4. SFia o (Journal Entries)- 39 SuRSA! &I A&l 2q [S®T Adha
I T8l fHar S, S 7l R g, 96T 29, A1l |




55 SURSAT ST ATded ¢d AFHSH — grfis
faaxor (Allocation and Apportionment of
Overhead — Primary Distribution)

SURSAT & TR Aal B IFad MWl # A wai>a w7 & ggar
Tl =TROT ¥ 7T fAf=T faurTt & ameafed dor siworg fhar Sidar 2
39 Ufthar &1 SUREAT &1 fARI®HRoT (Departmentalisation of overhead)
a7 YT faaRoT (Primary distribution) ®&d % |

TRAT & fIUTT BT PR & B © — ST [IURT q=AT FaT faamT |

IdTGH fAHTT (Production Departments)— 3 39T 9 & {4 Scared
S BT 8| O wuST A # g8 T, s T, armer e # s
favmT, arfe |

a1 fa¥TT  (Service Departments)— 3 faWrT Scares fawmn &1
HERIAT B © A S8 WAl U B_d @ | 39 [T # fasar =vq darsii
g1 g3l bl Scare 8! fbar ST | AaT f9RT & SeTerv 8— ey {4,
Y ofa Wi, SHaR] {9, &b, Red 9 I@-—@E [J9rT, 59
FHemor favmT, onfe |

SUR@l &1 AT§ed (Allocation of Overhead)

SURGY NIl @ /B Aa VAT BT & 1 el fa9iy fawmr sreran «imra
Drg W U BU A AHERT P ST Ahal § | SURST @ W Hal B
Ml # fIaRoT 1 8feed ®ed & | CLM.A., London & ¥R, “3UNed
SIS GRTT &1 Gl #GI &I AT D51 3e7aT AT Bl §HIgA § [T
HYT & TN TEI W, e A AU BT IuRST B ARl AT B
fosdl fovmT (ScaTed fOuRT 3terar ar fa9mT) *1e@ar aTd &= a1 ol
SHS A TR HRA A 2| U8 910 TR BY A GHS AY 7 6 dded
T BIAT & O AT AR des WR Wd Bl T (Aol Sl AR BT A4
B | SR & forg, fosil faeiy Seures fawT & gewere &1 da+d SuRa
2 WR=] 39 SURST & G I faRiy I fqmT & 2 9 o e
TR faurT & | gafoy 59 SuRery &7 Sl fae favmT R et wu
ot fhar SIam 2| Sl IR el [O9RT  smcder |l @ @ud den
fMri srucder sl @1 Aogyl UMl #G & Il JA—3fel T fawml #
fAfRea wu & fadRa o o € | 39& fauid, w9+ &1 fowmn v SuRer
g o7 AeRean dfed T8l fhar S wedar @i (R ¥ dRAEN &
qaq BT BT 2 qAqT IAD fA9RT & e fheme &Y Ifd1 &1 579 =81 8 |
sfery fvmy &1 fdr @1 faf= f9r & eepa @ SR W i
(apportion) X &7 ST 2 |
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SURSAT &1 ARSI (Apportionment of Overheads)

ﬁwwméwwwwzﬁmwﬁ%mwﬁ@ﬁ%l
U SRS sl faRiy favmT & w981 fey S |ad | 391 SuiRear
@& fafe=1 fOumTT  Srrafed &R &1 WIS B'd § | “373wrorT & I
gl P [Qfa=T el @I Q=7 [Q9FTT a1 arrg el § sguiide w9 4
TEICT BV W &/ IAERY B oy HREM BT fhmm il g e
fMmT R = 81 A S ey A= Seares 9 ar fauml @1 Ud
ST MR, A SHG &A% & YR R dic &7 S1ar 81 9 ISR,
BRG] Ya-Id BT TY0T 9a fodl v favmT &l aret F281 faar S dddn
g g Y fawmit # Sfera MR wR fIiTa faram Sirar ® 1 e ot
B A< RTIHT IO BT ST &, 9@ SSTERYT & Ha- BT g, AT
YT &0, YTl 3 (Lighting expenses), 2Ifdtd & (Power), 3T |

e aAT JFYHTSI # =R (Distinction between Allocation and
Apportionment)— Si¥T & W fhar ST gl © b afaed § &g &1 qeyof
JRT @ el Y v foumT a1 A e R oArel fhaT AT § Siefe
TS # SuReEy @1 ¥ &7 fafv wawafa fovrm o ara o= |
foe Sferd smuR wR dfer SIrar g 1 e v SuRerat &1 fasar Sirar &
fST®T 3 HRAT T¥d Hea] aIdT | 3Mded H SuRE™ &I dfed & foly
el MR @ Mmaeaesdr el il Fifd Fvgul IR At @ I 7 | IR
AT ¥ I IMMER DI B I P FEIRT U H A= faami |
gfer ST © |

el db B Ab SURIAT BT 3fde fhar S =y | afe snee T8
fpaT O Ahdl dd BT AW BRAT Tsdl 2| Ao & forg
SuRer @ fafi= w7l & forv SR MRt &1 999 &)1 UsdT © |

AIPHTS & IR (Basis of Apportionment)— SuRedl o1 fafa=
Hal BT TG g [T f9RT # sifirare 7 1 foeddt SfRd omaR &
forar Srar 82—

SUR=g SITTSTT BT ST
(Overhead) (Basis of Apportionment)
1.(i) Rent and other building expenses Floor area or
(i) Lighting and heating Volume of department

(ii)) Fire precaution service

(iv) Air conditioning

2. (i) Fringe benefits Number of workers
(i) Labour welfare expenses
(i) Time-keeping



(iv) Personnel office

(v) Supervision

3. (i) Compensation to workers Direct wages
(i) Holiday pay
(iii) ESI and PF contribution
(iv) Fringe benefits

4. General overhead Direct labour hours or
Direct wages or Machine
hours

5. (i) Depreciation of plant and machinery  Capital values

(i) Repairs and maintenance of plant
and machinery

(iii) Insurance of stock

6. (i) Power/steam consumtion Technical estimates
(i) Internal transport

(i) Managerial salaries

7. Lighting expenses No. of light points or Area

8. Electric power Horse power of machines or
Value of machines or

Number of machine hours

9. (i) Material handling Weight of materials or

(i) Stores overhead Value of materials.

IWRIFK ARUT § I8 91 & o IR & b SURIT & {8 78 VAl
g RIw! o U A 31 MR WR fHar ST Aaddr 8 | O UameT o)
ISTell & BT YT fawgell & R 1rdT faWri eather s1erar daeii!
JderT & MRl # & ) U W far 57 GahdT 2 | S USRS gl
Y, SAHD BT AT AT GIeT ATyl H I (¥l T JMMER IR A1
fhe <1 Fad € |

IuRerdl & afTded Td AT & foly b fdaror TR B Irar &
ST Overhead Distribution Summary &&d & | I8 /4 I3ER0T # qe0T
T B |

Hlustration 5.1:
The following information is supplied from the costing records of a company:

3 3
Rent 2,000 Insurance 1,000
Maintenance 1,200 Employer’s contribution to P.F. 300
Depreciation 900 Energy 1,800
Lighting 200  Supervision 3,000

QIR oidibT

gy Al



QIR g7

98

Departments
A B C D
Floor space (Sq. ft.) 150 110 90 50
Number of workers 24 16 12 8
Total direct wages (%) 8,000 6,000 4,000 2,000
Cost of machinery () 24,000 18,000 12,000 6,000
Stock of goods () 15,000 9,000 6,000 —
Prepare a statement showing apportionment of costs to various departments.
Solution:
Overhead Distribution Summary (Primary)
Expenses Basis of Total A B C D
apportionment 3 3 3 3
Rent Floor space 2,000 750 550 450 250
Maintenance |Cost of Machinery 1,200 480 360 240 120
Depreciation — do — 900 360 270 180 90
Lighting Floor space 200 75 55 45 25
Insurance Stock of goods 1,000 500 300 200 —
Employer’s
cont. to P.F.| Direct wages 300 120 90 60 30
Energy Cost of machinery 1,800 720 540 360 180
Supervision No. of workers 3,000 1,200 800 600 400
Total 10,400 | 4,205 2,965 2,135 |1,095

5.6 SURSRT &I JGNHIT (Over-absorption of
Overhead)

IuRel & 3ATdeH, AT TAT G: IS B Ul Sedra [a9RT
DI Bl SURI AN S 81 ST & | 39 IURTT ARTAl Dl IHTGA AR
H oA &R B eI A YIS S [IHNT BT SURST ARTT DI 9
faamT @1 Saurfed soredl | dic foar Sar 2 | 391 ufshar & SuRewdt o1
JFFLNYOT AT HfIeTaT Hed & | C.LM.A., London & 3R, “SYRTIl &1
GRIT 3HBIZT 4 FicT SURAT &7 STTeNIT & /7 AR TGl H, Aoy A7
<fderd @1 faur foll S v @ SuRerd & S99 farT gt
ITfed ghrgAl W ITRT B A B | ITad a9 Bl Bl AN S DR
2| 39 forg SuReml o g IR & g Safed saEal #§ e
U &R | dIeT T & | 39 &R Bl IURT Aidera &% (Overhead
Absorption Rate) &g % |




SuRal @ Hfaeas a1 fafer (Method of Consolidation of
Overheads)

SuRert & dfdea & fow 91 <7 &ew 8 &=

(i) SuRer Afdea e &1 fHeiRo, qen
(1) g9 =X BT AN SHISAT TR CINSERSIN

(i) SuReaa faera <% Y 7o SURST <RI &1 gk SuRert &1
faft=1 Su@mral, gfsharell a1 Iaunfed gorsal # wdfaeas =g fovar o 2 |
SuRery Afaead @1 B: il 2 S 39 o # qig 9 <1 718 B | AP
fafey # v e <R ST & w1l Simar 2| a8 o) SuRerdl & @a
R BT TIT @ TS AT & AR MR ¥ favad wxa farell ST ¥
IR A €, UIe M He, Sdled sdhrsdl e {8 W 8 Tl ¢ |
R Pl TUET BT A 59 THR o—

T & ot SURIY

MR BT B b1

SURY Hfdea v =

Total overhead of the department

Overhead absorption rate = -
P Total units of the base

(i) TX B! AN FHIFAT W AR ST TS AT« 9K, DI SURSY
AN 1T &R @ [Ty, SURS &R B INGd gdhigdl | o AR faan
ST 2 |

Overhead absorbed = Overhead rate x Units of the base in cost unit
= IURII T x AN DTS H IR B ghIsal

IRl & foru, Ife 79f= er ax 5 T § 3R Sarfad s&1s 7 12 79309
el BT TN fhar & O 59 SdIfed $éls gRT Afddfyd SuRed 5 T x 12
TS = 60 T BT

ddfderaa &1 arafas doar yd AgiRa v
(Actual and Pre-determined Overhead Absorption Rates)

IuRIY X T YBR Bl Bl 8—arciide qe ga—feiRa:

qrEdfa®d IURSAI T (Actual Overhead Rate)— I8 IR IRAAD
ARTAT OR SMETRT Bl & TAT T ST ®I ST Adhall 8 o/d AR aRddd
FI A I B 94 | 3H A B B G T ISR | 5

3fafg H aR<ifde SuR&™  Actual overhead
o ¥ arafie omr Acutal base

T8 TR AATGATTAR AIRID, FATRIE, —a1fie a1 aifiies SId &1 I
AqHA T |

TRAfId SURIT X =
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% oIy g are+ T8l |aqs orar | 3 AEn e g

1. ARATID TR DI ITUET G AT DI FAING A Yd a1 DI ST bl |
S ST ST &R+ | fdor 81aT 2 |

2. IRATAH R BT TART SO AT fasha 7o @ fFafed v & forg =12
foam S |ehar |

3. arfdd g3 ANTd FAII=0T &7 YR Y A8l bl |

yd—feiRa IulRegd TX (Pre-determined Overhead Rate)-
a—AEiRd R &1 T AT SURSAT & JMER TR ST A 2 | 59 8q
IuRRerdl &1 qaigar (T4 aoic IuRerd W d8d ©) o o/ rim Sir
2| SR B UET & oY oIEr afy (U U a) & ST SRSl Bl
I A & AT MR | fford v fear Sirar 21 s5ar g3 fre
S

I & goic SRS
I Fole JMMIR

ga—feiRa SuReqg < =

Budgeted overhead
Budgeted base

IRAMA® TR BT o1 H qI—FeiRT X s Suarh et €| 57 o
o= &
1. 39 X DI TUET & oIV oikaT afy qod 819 &1 Uchel J8) bl
Sl JAT IR & Ugal | Bl ST &l & |

2. fa%a o qa—MgiRd &R T27 U’ WRA & oY 39 & A arTd
ST SFAN e 3 AT ST AT & |

3. aTd fa=or & forv o} it gwrdt Rig Bkl 2 |

Udhel dT 9gUc SURSAA ¥ (Single and Multiple Overhead

Rates)

T4 R PREM & IuRSAT DI b 8l Alderdd &= Feprell Sl © ar 59

Udhel <X (Single or Blanket Rate) ®&d & | SHDI ITOET BT A =1 2
DREM & Bl SURS

HRYT H AR DI Bl gDhISAl

el & =

Total overhead for the factory

Blanketrate = Total No. of units of base for the factory

Udhdl X BT YT 341 Refdy 7 fobar SAr =nfav o9 dRE™ § SadreH
UHHU Bl AFAT SR GO a3l DI AN A Adl Aep 8 Sl ¢ |




39% SIfIRT, Tdhel ¥ & YANT O faf=1 faurTt srerdr ofvrd deef & 1 SYRSRT i
o e Sfa T W A8 8 url den faIer BRAT BfeT 8 Wdr g |

ggus <=1 (Multiple rates) ¥ JAWURI Y [AIT 3ferdT AIRTT vt @ o1y feuoft
& e SRS <X fdhem & 2| o, 1 # & @& & ol ua orerT
IURSI &R AT BT ST Ahell o—

(i) SUTE 9Tt (i) e faqmT

(iii) T = (iv) a5

(v) Tl SuRegy dor uRaaeiial SuRey

I forT & SuREy
SIREYY T = SR TR

Overhead of production deptt.

Overhead rate = Corresponding base

Thdl &R BT IUIRT 95 AT BIAT & J0 39 B SREM ¥, STl b
B %] BT ST BIAl BI, AMYGATYC! JYAIT I Hhell © | $9d Ui
ggue SURIY <X Afdd YN Il & T NI &l Ygdl i FHa=or
@1 3fte 9 5% Wag Afmm=Iar <1 S Ay |

57 $REMI SURSIAI & IJ@eNYeT I ugfadi
(Methods of Absorption of Factory Overheads)
FREMT IR & o & Fr=faRed ugfrlt 2-
1. Ugel AT SRTa ufarerd &) (Direct Material Cost Percentage Rate)
2. JTe] Hoigyl Ufcrerd &) (Direct Wages Percentage Rate)
3. 9o oIliTd gfererd &% (Prime Cost Percentage Rate)
4. 9309 €T &) (Machine Hour Rate)

5. gcdeT %19 ©cT ¥ (Direct Labour Hour Rate)
6. 3caTaA @ Ul 3d18 &% (Rate Per Unit of Output)

1. ya& 9 ArTa gfaerd <X (Direct Material Cost Percentage
Rate)— 39 fafdr % SURSAT &1 raeyoT Ucgel AN &1 WUd & MR W
fpar smar 21 foel S@fdy (au) 7@ AN @ MR W U VT &
PREMT IURSAT T I IR BT Y&l AR B AN BT STaAT
T S BB IURAY TR Fabred ot Sl 8 | SURSIY &R 7191 F g1
ST B ST B

Y- ST
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HREET SYRTAT BT (3T
SuRET TR = : % 100
U AT Dl oITd
Overhead Rate = Amount of f.actory ovefheads % 100
Cost of direct materials
JCIE— HRYMHET SURTT = 20,000 T
UgeT ATl = 50,000 ¥
20,000
J— — 0
SURIYY X = 50,000 x 100 =40%

Ife U SUBTT H ycel AR &I Wud 1,000 T © AT 59 SUB™ H 400
% (3rafe 1,000 T BT 40 UFRITI) HREHT SURSRAT B a=gel [T ST |

2. y@& Wolgdl yfaerd v (Direct Wages Percentage Rate)—
FREFET SURSR & @y & I8 VS d9gd Uaferd fafy 7| s
HREMT IURIIT HT AT R & IIGA H UI& 51 Dl AN B
MR R fHar S 2| fUed Rerel & MUR IR I8 A ST Sl
g f& srREmT SuRem ywe "ol @ fhaa ufoerd €1 39 smR W
SuRey R 799 g3 9 =1 &1 IRl 5—

BRI SURSRT B ]I

Amount of factory overhead
Overhead Rate = - - YO x 100
Direct wages

IEIEV—HREMT SURIT = 20,000 T
gogeT Holgel = 25,000 ¥
Sufery ax = 2299 100 = 80%
25,000
A U IUGRI BT IIeT HOIGRT 1,000 % 8 AT 9 SUBRI H 800 T (377
1,000 ¥ BT 80 UFI) HREMT SURSAT & T fhy SITET |

3. @ @Td yfaerd & (Prime Cost Percentage Rate)— 9 i &
I HREMT YRS BT O] IR DI ol AN & SR R fam
ST 81 U YBR @ I8 A Swiad <= faftry &1 fasr @) s
SuRe™ R 9 UaR | Marell oIl g

RGN IR

IuREY X = el ST x 100
Amount of factory overhead
Overhead Rate = Prime cost %100

JEIEV— HREHET SUYRSET = 20,000 3
e oRTd = 80,000 ¥



20,000

STRET =45 000

IS T USRI B T NI 1,000 T © A 9 SUBR H 250 T (377
1,000 ¥ BT 25 UfIY) HREFT SURSTT & I(GNNT fhy ST |

4. W39 ©cT T (Machine Hour Rate)— ®REMI SURSTAdl &
TN BT A ST &X' UKl T8l YA S § STl BRI Jed: AT
ERT T ST ® | AR rea) |, 7eiE gt <% & 31l uw #wIiE @Y Udh
el I & SURST NI I B | I8 &R UAd 7H & o1y o1t faprett
B 8 | C.LM.A., London & 529 &l &% & gRYTST 39 UHR A & 2~ T8
SRIT SIS IT YRS STT9NTT &) arafadd a7 §d [A19ad gv & fored
fabreT @ fory SIfryTSrT a7 3Ig9Nyor &1 ST aretl I B 9 gel Pl
TeRIT YT [ Srar 8 o fore #ef ar 79 Fong Sirdt & a1 aere

ST @l TR 8

79 Hel R A & AR SREMT SURSAT HI JdYI YD
SuHrd W e g 7wl @ W & MR W St 2 fan
IYBHR gRT @A IR e & foy, 39 Sus™ & Idred # foa
Hc 7Y 9 B fbar g, 99 "l @l Hii—el & | O R AT S
€| i VP SUBR Pl IRT PR B oY T 3 31fdrep A1 7 Bri fobar &
AT URAS A & §RT B SR & b A IR ol I 8 90 T 7
& ©el BT I 7 &I 6Tl g% A U IR fel SURSAT Bl IR Hebret
ol Sl B S 9 QUSRI gRT AN Bl SIg |

72l ©er &) Mare & forg Fe g &1 9AnT fhar S &

gt ther W Y AR SURSRT BRI
«= 7ol wiet @ <

X 100 = 25%

Machine related overhead

No. of machine hrs.
IQT8X—
= ‘37 W Awfd SuREdr & Ay = 3,000
= Hci & AT = 2,500

. 3,000 ¥
739 °eT <% =500 BF = 1.20%

IS U USRI BT YRT B & oIy #eNF ‘3 WR 50 B bR fvar 1n
2 dI 99 SUBR & AN H 60 T (% 1.20 x 50 ©S) HREMT SURST &
Sirs fad SR |

3fie el <% fareq @ fafs— a9iq der v fa=foRag fafd @
1d B Sl e
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1. IIH QURT & SURIAT BT 1 9N & favyad fhar <iar &

(i) Yt SUR< (Fixed or Standing Charges)— I &1 Sl #3719 &I
1] I AT A1) 9 3@ ¥ JHIad 81 B | o 9ae &1 fdRman, 9
i, afe |

(ii) gRad=2frer ar w2fie <99 (Variable or Machine Expenses)— 3
g WY 79 O IR g € 927 9309 Bl g™ AT T I o garfad
I & 99— ool &1 =g, 99iq &1 |/, 339 & 39— 9 A,
anfa |

2. TP TIUNT & R SURIAT Bl I f9UrT &7 7391 7 Sfod MR
R dic fear Smar 21 99, fhrar &9%hel & MUR W, I d YhI & I
ShE JfraT UhTel fI=gall &l W1 & AR, 3 |

3. 79 T O faoTell g, 9909 &1 |N, FRFd 9 o@—, 31fe
JT B 924 BT A R T 9 2 |

4. IS FYIH @ & d B¢ (Productive hours) U8el | & AT B
fore S €| ScuTed Hel ¥ i S Ry ¥ € foad weie o |
SATE BT BRAT B | IE 91 & & A & fh STEd gt Pl o
H #4e9 & et ol H A 79 B I@-—W H g 7 DI W B (Machine
maintenance and machine setting) H <91 AT € (normal hours) el fag
S 2 |

5. Jdd WA & ol SURIAT Bl 9 7 & ol IAIed wel
foiord ax & wRii9—der <) a8 oIl g |

rae J29 €<l g (Comprehensive Machine Hour Rate)— A1
TTAD BT AT UcdeT Forgyl & dei A= T &% 1 AU § Afeferd el
&1 STl | a3 a1 &res #efi9 weT &) (Composite or comprehensive
machine hour rate) F&Te™ & foIg 74 =Tt @1 AsTgyl AT A7l ©er &)
H Affera @1 Sl 2 |

N &I @l (Treatment of Depreciation)— w9 &1 g™
—gRac=Tefier SuReT § | HH—EeT S B TFET B H Bs TGIHR
9 IR AN 71 ofd € | IRad 3, g 3T i arerar yRad=refiel arra
AEAT 39 919 R R &=ar 8 f |/ T &1 T0F1 @& s 3 fafdr s
TS B | ARG @ BT URIAHeNe ANTd A9 & 739 geT % Pl 7oHET
HAT AR B WIAT & | W] Pig 1 IS o=t & 7=ie et &) Ia- &l
2|

am— 79 Her R ugfa @ T g

1. IE HREMT SURTAT & TN BT U IS g ATdETRSD Tgia
2| 39 ffy & fofy it Suwr 9 o @1 AT BT S Fgar
ST fohar S HahdT 2|




2. U8 IS IR AR &7 A o+ T [ qou Ry &

T Sl effes U™ BT B
3. vl o9 @ folw yawerd &1 faeasii anTa Sl ol U

B B

4. 39 fAfY & UINT | Ye=Id DI Jg Udl doddl I&8dl & b la—a
A 7M1 &1 U B9 erar Aokl T8l 8ol | S WYl Bl dBhR
G BT AN BT S BT § Rifs 7LF &I IR dRTd dad 8
TR HRAT TSl § A8 AN gl AT 7 Tl |

Y— 39 fafd & < A 2=
1. g oty e aRRAfT & 81 UATs OT Fahdl | SUHBT YA bad

I8t fhar S |aadr ® T8t & gead: 7eiHl gy fhar o g |
2. 790 & BRIl Tiel &1 fovaR # oiRkar a1 gedr 2 | o forfue

B 9¢ AT 2

3. {d IAUCH ©el &I GargH T BIB! HiST il 2 |

Bases of Apportionment of Different Expenses to Machines

Items of expenses

Basis

—

Rent and rates

2. Insurance
3. Supervision
4. Lighting

5. Depreciation

)

Repairs and maintenance

~

Lubricating oil and other
consumable stores

Ratio of floor area occupied by each machine
Insured value of each machine

Estimated time devoted by the supervisor to
each machine

No. of light points used for the machines, or
floor area occupied by each machine
Capital values/Machine hours or both

Capital values/Machine hours

Capital values/Machine hours

Illustration 5.2:

From the following particulars compute the Machine Hour Rate

3
Cost of machine 11,000
Scrap value 680
Repairs for the effective working life 1,500
Standing charges for 4 weekly period 1,600

Effective working life 10,000 hours.
Power used 6 units per hour @ 5 paise per unit.
Hours worked in 4 weekly period—120 hours.
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Solution:
Computation of Machine Hour Rate

Per Hour
<
Standing Charges (X 1,600 + 120 hrs.) 13.33

Variable Charges:
I Depreciation = Cos‘F — Scrap .Value. _ 11,000 — 680 1.03

Effective Working Life 10,000 hrs.

2. Repairs (X 1,500 + 10,000) 0.15
3. Power 6 units @ 5 Paise 0.30
Machine Hour Rate 14.81

Ilustration 5.3:

From the following information compute a machine hour rate in respect of
machine No. 10 for the month of January:

Cost of machine ¥ 32,000

Estimated scrap value X 2,000

Effective working life 10,000 hours

Repairs and maintenance over the life period of machine ¥ 2,500

Standing charges allocated to this machine for January, I 400

Power consumed by the machine at I 0.30 per unit ¥ 600

The machine consumes 10 units of power per hour.

Solution:
Computation of Machine Hour Rate
3

Standing Charges (400 + 200%*) 2.00
Variable Charges:
1. Repairs and maintenance (X 2,500 + 10,000 hrs.) 0.25
2. Power (10 units @ 30 p.) 3.00
3. Depreciation (32’000 ~ 2,000 3.00

10,000

Machine Hour Rate ___§.5§

* Working Note:

No. of machine hours during the month of Jan. is computed below:
No. of power units consumed in January

=3 600 + 30 paise = 2,000 units
No. of machine hours= 2,000 units + 10 units = 200 hours.



5. Y& 5 ©<el &X (Direct Labour Hour Rate)- 39 Ugfd &
T BREET SURTAT BT TTINYUT T $TH & Tl Pl G B 3R
TR BT SITaT 8 | UueT 519 ©el <% &l 31 U yuel s1ffd & Udh gel &
B B SURSTT AT A B | I8 <X dred & folv srRaEHr SuRel &t
<R BT Uger S Hel B ol G A 9T < ey o € | s9a forg foe
g & YART fHar S 2

HRGT SURT Y BT
U &9 Tl P G
Amount of factory overhead

T #H el a8 =

Direct labour hour rate = -
No. of direct labour hours

IT IR G G AGHIA HADT & oy eT—arert famrell Seft 2|
SETEXV— HRYMT SURGY = 5,000 ¥

Ucgel 59 TS = 10,000 ¥

5,000
10,000

IS IUBRI BT GRT BRI & [TY 50 319 ©el BI ATILIHAT TSl & dl 59
IUBHR TR 25 T (AT 50 S x 50 paise) HREMT SURST & @Sl [hy
SIRAT |

T UG g8l AlTd ITANT g Bl 2 STal AfHaR BRI FKISH g
fpam STaT © 1 39 USfa § 99 @ g @ A I_1 A A o 7

6. SdTad @I g SH18 <X (Rate Per Unit of Output)— I8 fafer
I TS & AT GBI 3TUATS ST § STal dbdel U 8l I« JdT U o
UHR B FHed—SJeldd] Gl &1 IdTa fdhaT ST © | 59 fafey § SuRers
R 19 UBR ¥ M@rel S 8-

HREMET SURITYT Bl T
Ire (sprsdl H)

Ucgel 819 Hel g8 = = 50 U ufa et

IURETT &X' =

Amount of factory overhead

Overheadrate =
verheadrate Output (in units)

JETE—HREMET SURIT Bl M = 20,000 T
IAET = 5,000 SHISAT

20,000
= 4 T i sbTS
5,000

I HREMT SURIAT BT TfITIT 4 T YT ghls Bl g% A fhaT e |

IURTT &R =

QIR oidibT
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Illustration 5.4:

The following is the budget of Superb Engineering Works for the year 2020

Factory overheads
Direct labour cost
Direct labour hours
Machine hours

3 62,000

3 98,000
1,55,000

50,000

(a) From the above figures prepare the overhead application rates using the
following methods: (i) Direct labour hour, (ii) Direct labour cost, (iii) Machine
hour.

(b) Prepare a comparative statement of cost showing the results of application
of each of the above rate to Job No. 555 from the under-mentioned data:

Direct materials cost T 45

Direct labour: wages % 50

Direct labour: hours 40

Machine hours 30
Solution:

(a) Overhead Application Rates
(1) Direct Labour Hour Method

_ 62,000 _ 40 paise per labour hour
1,55,000 hrs.
(i) Direct Labour Cost Method
_ 62,000 x 100 = 63.27%
% 98,000 o
(iii) Machine Hour Rate
362
_ 362000 _ < 1.24 per machine hour
50,000 hrs.

(b) Statement Showing Comparative Cost of Job 555 under
Different Methods of Overhead Application

Direct labour Direct labour Machine
hour method cost method hour method

3 3 3
Direct materials 45.00 45.00 45.00
Direct labour 50.00 50.00 50.00
Prime Cost 95.00 95.00 95.00

Overhead absorbed

(1) @ 40 paise per labour hour 16.00 — —

(i1) 63.27% of wages — 31.63 —
(iii) @ X 1.24 per machine hour — — 37.20
Factory Cost 111.00 126.63 132.20




58 ®ITAY 9 YIMHA SURSAA (Office and
Administration Overhead)

PRI g YA SURST “foedt &gy @1 Hfaar (HeiRa &v=, a3+
BT TAITT BY TIT B3I BT =197 ¥ Bl a8 I & off gegel &y
¥ foeft SeuTee, Ay, [Aavy] fABRT T SIgvenT &1 & TR T8 8/
TR @] H, I FAKT YIS I Sl AR YRR, A7 A1 31 BrIierd
T Bt & o feu S € eRied 9 U SuReEy dEd © |
IR B foTU, HrITd BT foRm, drafey § I &1 A, By
TR Y RIS 9 g, BRI HHAIRAT BT da+, sAMS | U= 349
SURSAT HI AT AR T & YR (S HRAMT SURS, fasha g
=T SURT) &1 o1 7 BB HH 81T & | A SURST STHaR IRy
UG & B & TAT ST AM o # 31F SR &1 el |

PREFET 9 Y9 SuR<Al &I dfaera (Absorption of

Office and Administration Overheads)

34 SURIAT &1 Afdera ax= &1 f=feRaa faft gafed &
SREHT aRTd & 9faerd §X (Percentage on Works Cost)—

HREMET 9 T SURSTAT DI AR AHIa: ST SURSAT &I et

BB HF Bl & | 376 AFfaerdd & a9 31fdd yaferd fafy & sria 52

HRIGET ARTT B TII9d R R Aol AT ST 2 | §9 X Pl J0ET 9
JhR H P Sl 2

TR SURETT (Adm. Overhead) 5

U SURAT T =
DR oITd (Works cost)

100

IETERT & foTU, YT SRS 12,000 TR 3R HREHT NI 2,40,000 3
2| SUR™ <X &1 AT 9 YR | BT ST
Ad head t—wX100=5‘7
m. overhcad rate ?2,40,000 (i)
2. fdpa wx yRkerd X (Percentage of sales)— &3 IR UIMH
SuRedl &1 dfderes fama &1 ufderd &= 9 a1 S © | 3961 93 39
JPR o

TR SURET (Adm. Overhead) 5

fasa (Sales)
Ife ged # @13 fauw fAfy & w1 8 O S ) =R ST wnfev |

SIRETY X =

100
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59 fasa a2 faawer SuR<ad (Selling and
Distribution Overhead)

fasa ud faavor SuRed 9 941 Ul &g € SiT AT &I d9+ | a2
B 21 F IURTT IR H AR | FqRuia: e 81§ fasa den
faaRor SuRer a1 vrT & fawrfsra fey od & (@) g SulRerm, den
(@) faaror SRy |

fama SuRea (Selling Overheads)— fdoha IuRSE™ &1 3AFAUM,
“HIT U&7 BV T T BT BT BT T ST II<T HXT & T H 8/
TEN &l H, fAsd 98T AT UT8d Bl 991 & & o B T3 NI Bl
e SuRed wed €| Sarexv: A= &g, sure kvl faha we
AT S, M |

fqaver SuR<d  (Distribution Overheads)— ARy IuRST @7
P [Ty TGN B ¥ SIRAT EIAT & e ATy Y @el] SETT Al Pl afe
FIE & g SUANT IFY 1 9% GAG §idt &/ TR Ul #, T g o
IR IRl ®T UEDl db dgaq & forg fhy o 8 fadwor suRery
HEATd T | IR0, UfehT =9, fdl & 71 &1 gl ad (Carriage
outward) gYail TFEAT DI @ T T BT &, &M BT bR, 9,
SN |

fawa vd faavor SuRaaY &1 Wfaca @ (Absorption of Selling and
Distribution Overheads)— fasa @ faaRor SuRe™l &1 dfdermd fA=faRad
fo Y ugfd @ SmaR W fHar S Adhar 8-

1. Ufer $&1S <X (Rate per Unit)— 9 Ugfd & AR Gl 4 Td
fqaRor SuURe™l &1 9961 T8 | sHSAT H TG aRa Ul Sdbls
SUReY &R drel off SRl 81 I8 ugfa 98l 3ifdd Swarh Rig gl ©
TRl ddd U &1 UBR Bl 9 BT ST BIal 1 | U= S Faardi H STaf
T ¥ D gl BT Iedre Bidl &, g8l I Ay g faavor SuRery ugel
A= UBR & aRgell IR 3T IMER R [AaRd fhy S 8 | Ui UdHR
D I DI Fol [AART R BT IH YHR BT 9], D [aeha A137 | it
PR o1 9 Ufd ShIg <X A 8 Sl g |

2. fasa gea @1 Yfderd R (Percentage on Selling Price)— 9
UEd & IR fIha T faaRv IURTAT &1 Aiders 9] & Aoy 969 &
girerd @ SR WR fhar ST | e odl &1 faveyor oxe I8 9
e Simar & 1 faea g faaver SuRery ¢ iy & faa gfiema § 1 o
Uwel ay fasha IURSAT BT AR 10,000 T Y 3R FHat 4T 50,000 T 8

ar faspl 7ea & 20% a1 l_g'ggg x 100 B &R 9 Iy g fqaxor IuReAT




BT AfITA fHAT ST | Al Uop 9% BT AT Hed 500 T & ol 59 a%]
HI IATET BT Hd ANTT H 100 T (500 I BT 20%) IR fasha vd faaxor
IuRy & Siis o &g | I8 ugfd 9 ffde Sugad g 8kl & o
g qeal ¥ o1ffd IaR—dgE =&l B |

3. REMI dFTd I Yfd2d G (Percentage on Factory Cost)—
49 O & oravia Iy 9 [IaReT SuREAT & SREMT AFTd R gfrerd
R @I ol IR 2 | $9 UBR Madrell T8 ufiea &) @1 9wy g faaxo
SuRerdt &1 e w1 @ forg vanT fhar Smar g1 SN Gl SREET
ST @1 AT AR 30,000 % & AR Ay wd fqavor SulReqai @i i
3,000 ¥ & AT HREMT AN & 10% 3uTicre &% 4 fasha g faavor SuRegar
&1 Hfderas fdhar S |

I8 Ueh W (A 2 TR T4 3TUTS ST @12T 9 Yeb 81 UbR Dl a8
BT TS BT & dr fasy 9 faaver SuReat @) fdr &9 8|

J9-fI grfad SITfAaw (Check Your Progress)
1 FA AT B IR Td Afdeqy wed 2|
(@1) 9 e Iy
@) IHE JYTe Y

(A) o1 AN + SREFT SURSY
() SWRIad § & BIg ¥ T |

2, AN T BT GRS & 9 od S & ol Scare
Pl fI9IY ShIs & AT YIeT vy A FHId T8l bl o bl |

(31) et (@) SuRery
(4) gRacd-eie (@) muRad-iiar
3. f= # 9 o A1 wffery SuRem @ affexre & dwfa =8t 272
(1) afiepvor (§) TTTAR TITBROT
() SIMERUIAR TR (]) TRVGHAR aIIhROT
4. =1 9 9 -1 SuREY AR SuRey afiarr T &?
(a1) R PHraTerd deam g SuReET
@) R sREHT SuRa
(@) R fawr der faaver SuRed
(3) SWRIaad a4l
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10.

11.

7 % | DT IURTT TATIR IR IHTR0T | AR
T8 87

(31) srcger AR (a) eroeger Rl

(q) e 44 (@) e I I

7 H I D1 IURTY SMERUTAR IURST TDHROT | I
T8 87

(1) Ty SuRe™ @) uRad=eier SuRa

(@) ol aRexTee SIRe (3) PR SuRe

SURY & TG U<l &I Iad Mo § fafSad Thandor o &
qaTd 5T faf= faurn & sefed den sifvrer foar oidam & 59

gfeham o7 SURSAT & Fed 3|
(31) rarfae faawor (@) fgfera faaRor
() (@) T @) = () SWRIad # & PIg T 7

| ATy fHT SuRery o1 Fegul IR &1 BT T
JIAAT AR B AT IR ShIs I AT BT I B |

CIEIERINE! (@) amde
() (@) T @) s=r () SWRIad # & PIg T 7

A Rl SuRerd a1 JRof JIR1 &7 &l U
fQUTRT J1aT INTT Bg AT AR ShTs BT IMefed Tl Bl Sl |

CIEIERINE! (@) amde
() (@) T @) s=r () SWRIad # & PpIg T 78

fohRTaT, o, T, 44T, Hod g T 9ae @f AREAd DI TSI
T MR W fHar SIam 2|

(a1) &r=Imel (@) BHaRAT B G

(A) gcgel #oigRl (®) USRI omTd

7ol | Uq lic BT gRT IRFd U 41T T ST b
YR R fhar rar 2

(37) &bt (@) BHRAT B T

() yge AT () st e




5.10 3O gfa Sifae ueal @ SR (Answers to

Check Your Progress)
1. (@) 7. (30)
2. @) 8. (d)
3. (| 9. (a1)
4. () 10. (31
5. (31) 1. ()
6. ()

5.11 IRIZT (Summary)

AR, S AT I Y I8 NI B I Ocd Bl © | S YcIeT AT qeT
YT ANTA & a1 H dieT Al & | 59 ArTfl, 579 T o &g 16
H e T BT € Se I¥eT ofd ded © | 59 [Aud 59 I, sm
TAT 3TV & I A AT AH=T 8] 8ldl & S+ 3IUIET ANTd HeEd o |
Al 3T AT & Hel AT DI SURSTT FEd & | SURST B R ARTd
A N FRfa fear STar 2 | SURST & IR0 & SR, BRI & AR
qAT e & IFTAR Hicpa [hAT ST & | SURGAN BT aIHDHROT HAT Hebel
B B YIATT S ScaTe g [aT Ul 9 H 3§ 3R 1T fhar Sirar
2 | SURTAT BT THIHRUT HAT Ahald BT B G S5 ScdIe g FaT ¥l
A H 3fded iR Ifre fhar ST 2

5.12 Y& eardeil (Key Terminology)

e SURSA (Overhead): SURTY AN G & URTTAT Bl
AN <d & Sl STe 3 A9y SHIE & A1 Uuel ®U I g
& DI ST Febdl |

e YUTf® faaRor (Primary Distribution): SUREY & TR Uai &l
Sfud oMol & fafSad THaNexor &R & gvard s9dT fafa—
H adfed e Sifve fhar ST § 39 Uishar &I SuRedl &1
i fAaRer wed B |

e 3JiicH (Allocation): 3MET W WU fHHT SURT B F¥OT MY
T Tl fIURT J12qaT AIFTT Bg AT AN $hls I THId R 9 § |
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o 3IMHTSIA (Apportionment): IS ¥ AU fvdl SURST @

|Hof IR BT fHAT U fTT 31erdT R @a AT AN Sl DI
refed T8l &l Sl |

o Y:3FHATS /M1 AfTHTSI  (Re-apportionment/Secondary

Distribution): ST a9 & ARTal &I ST fA9RT # SIfIIo BT
Q3PS FEd € |

e 3J[GYNYUT (Absorption): ANTd ®al ® SURTA BT YR ANTd

ghISdl TR STol- BT UfhaT T 31Ny Hed ¢ |

5.13 W-YodTd- YT Ud JXATH (Self Assessment

Questions and Exercises)

o S U (Short Answer Type Questions)

1.

IURSY AR BT A T IR |

(Explain the classification of Over Cost)

IURSY AR & BRI BT T BITOT |

(Explain the classification of Over Cost)

SURY & ARSI BT 3fef T BITOT |

(Explain the meaning of Apportionments of over cost)
SURST & G: TS T 372 T HIFT |
(Explain the meaning of Re-Apportionment of over cost)

SURTT BT JITNYUT BT 31ef Te BT |

(Explain the meaning of Re-Apportionment of over cost)

el ST 999 (Long Answer Type Questions)

1.

() SuRey ArTd | MU T FHd 27
What do you understand by ‘Overhead Cost’?

(i) IR, E—<eIrll qor uRad=eiiel SuRe™ drTdl &1 :1ef U
@ ISR AfRd < |

Explain briefly the meaning of the terms fixed, semi-fixed and variable
overhead costs giving examples of each.



SuRerdl & qifiexer o fafv=1 fafdRl & awear o |
Explain the different methods of classification of overhead.
frforRad # srR aa8y |

Distinguish between

(31) @RTd @Y1 Ud AIRTA fdaRor (Cost classification and cost
allocation)

(@) <ITTA IAMAHTST AT ARTa HfderaT (Cost apportionment and cost
absorption).

FrforRad Aal &1 <= < |

Explain the following terms:

(a) <TA HTAROT (Cost classification)

(b) INTd 3fde (Cost allocation)

(c) <INTd AT (Cost apportionment)

(d) T 3G (Cost absorption)

a7 fIYTT B AR Bl e faumT § & 3R i faurora fear
SITaT B °

How and why are service department costs distribution among producing
departments?

HaT fPIRT e IcTe [P9RT H 3R 9arsy |

Distinguish between service departments and production departments.
JAT T & IuRIT BT IaTe [G9RT # AT &R &1 p—41
faferat 87

What are the methods of distribution of service department overhead to
production departments?

PR SURSAT & Nyl &) fafd= At &1 goig =1 | 59
J i A A BT MY e e qFd 8§ IR TP

Describe the different methods of absorption of factory overhead. Which
ofthese methods do you consider the most scientific and why?

HRYMET SUNIAT b YT bl ‘Y&l AT IRTd TaT ‘Uege]
s T’ At &7 @R ST | g 398 9 fhd 3BT |HsTd
g 3k Fi?

Explain the direct material cost and indirect labour cost methods of

absorption of factory overhead. Which ofthese do you consider better
and why?
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10.

11.

12.

13.

HRYMT SURGAT & FiderdT & 74 wel <= Ay &1 guie: fdd==
DI |

Discuss fully the machine hour rate method of abosrption of factory
overhead.

g dor faaror SuRey™ W 39 T s 87 39 SuRdl &
Srqenyor &) A= gonferal &1 Sookg BT |

What do you understand by the term selling and distribution overheads?
State the various methods for the absorption of these overheads.

PREHT SURTAT & ‘HH-IJAGINYIT T NfAH—GINYOT BT qoiA
PITY | AFTT oIl H §9dbT kgl & {HAT SIar 27

Explain the concept of under-absorption and over-absorption of factory
overheads. How these are treated in Cost Accounts?

HrafeId dT YIIfe SURTY /T 27 $Hd Urd IeTeNv < |

What are office and administrative overheads? Give five examples.

514 HE™® UIGd AU (Suggested Reading)

1.
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Advanced Cost and Management Accounting: Problems and Solution;
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SHIS — 3
I 6 oNrd fAeivor &1 faferat
(Methods of Costing)

HYIAT (Structure)

6.0 UR=TY

6.1 ST

6.2 THI AN fafdr
6.2.1 ST ANTd A & qea Feor
6.22 SHI 9 SUBH aNTd faferl # R

6.2.3 BT ANTa AeReT @7 fhanfafe

6.2.4 SHT ANTT IGiH P a2y A<
6.3 SUBR AT fafdr

6.3.1 SUBR orTa fafyr

6.3.2 NIg feiRer o fharfafer
6.4 URTTAT /FaT aRTd fafer

6.4.1 URgE" orra fafd

6.4.2 TG feiRer @7 wrifafy

6.5 STUI AT SIFIY HeAl & IR
6.6 NI

6.7 I FeaTdcll

6.8 W-HATh- YT Ud IR
6.9 B[P UG AU

6.0 YR=A (Introduction)

e FuiRT e R A0 1 oA & Fvw § Sl GHSiar BT € S ST
BB © | 39 g A &7 ST Adiftie se—as T Bl & forg fu
ST 8, SaTeRYT 9iY STelsl 9a i | ST oiTa feiRer fafy # g qen
9 fopard gIfase Bl ® S SR URER & 976 31T faior werd iR &
Sl & AT SBT BRI YR B & (ol b  3f8h i@l 9y BT 9 41 &
ThdT | N Refay # faxig a9 % 3o fdv 70 orf smeR w99 & forw &
P ITUET TAT SHBT AGTDH DA DI Sl & SHBT eTTT 39 11 H fhar
SITET |

S BRIy § yd® SuS™ yuw w1 wET orar €1 a8 o fafy @
STt TN U SUSBR Sl U UTeeh Bl Meemgar R {6y S & | ol
DI AN S & T Si1d DTS TR (BT SR & | SHBT eI [HAT ST |




UHh WAl USH A dTell G & §RT Sd! HdT R R & &
oy emTa fReRor e ugead o Sl 8 | 99 AR § NI 1 (EiRoT 6
I 9 AT H A SIu |

6.1 3= (Objectives)

Y BT U b 915 AMT—

o ST ANTT fafer @1 3ref AHe™ # Wer® |

o SH ANTA fAf & lefor FHeM H Wed Ay |

e 3HI 9 SUGR ATTd fAfy # ok He™ H WeRId a1y |
o S&HT ANTd fReRer HrRIfAf THe@ # Fer® |

o SUBR] oFTd A P1 21ef TS H HENS |

o SUBR orTd fafey # arra MeRer ws™ # wer® |

o URTATEH AT 31 IHeM H WS |

o URTTEH aTd 1 fFeRor fafr we@ # e |

6.2 O&I dRTd fafer (Methods of Contract Costing)

SHI AT Al IuSR AnTd Al &1 & U WUk 8 3R S BRI g
ST arTa fafernt # amra ek & Rigra ve 99 AFL B €| 3aT 9
QUG QM H IATEH BRI YIEdl & el g Mol & FTAR fHI1 S
g |

ST BRI ATARIT: 107 Tq91a T BIAT © | S 9al, Yai, Asai, are,
anfe &1 fEoT| o 39 aFTa fafy &1 YIRT $URAl & Sderl, fafeh
AT, ARTRS SIRT SdeRT (Civil Engineering Contractors) 3M& gRT
forar Srar 2| JfF Sa a9—ae B € e guf axe # 38 av o dad
g IR g7 31 ST &I 1 ALIHAT &, AT THAR ERT T F9I W
fote Ty St BT HEr HH BT 2

6.2.1 S&T oFTd fafr & J&I AL (Main Features of
Contract Costing)

DI TAT g aANTd FHeRoy et feman =1 goR 3 &
1. SPT o7 dTel Afdd I AT BT SHER (Contractor) TAT SHT oA
qrel BT SHIGIAT (Contractee) HEd & |
2. fh S IS—d< B © ST SHAR IR Ul 99 FHH Sl R BRI
IR U 2 |

oTrTa fEiver @t
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3

4
5

6

10.

11.

12.

13.

. SBi &1 40T B HRET 4= | q1E% S & AT 74 (Site)
R fHar ST ®

. OB BT IR A H T A (D ¥ I FhalT 2 |

. ST ANTa AT 9 gAd S BT T gAH AN DI ghbls AFDR
SHP! AT FbTell ST B |

. UA® SH BT P JAH WAT Wil SfdT & dlfd 9 IR A—gI
ST DI ST D |

TP b @ forv Afmar Armfl favy w5 & Ha @ IRl ® 99
fashaT @ 95T A WY & 33 Wi H Sfac (Debit) B & ST B |
Ife fcrRed Il TR 4 & SIY 1 39! JIRT ARl /07 03 &
YR TR 3B BT aTol BT T 2 |

ST THM T @NTd Uel 8T & |

AR I S ATl o, g, i o anfe W g @
2 |

ffeT, ade! &1 Fr, aNfe Su-SHERI BT AU T E |

Ha= Ud 7L 3 B T fa9iy dR A s B St € srerar fawme
TR &l S 2 |

STq ST 9T B AT S YOI B H U ¥ 318F ay ol dd gaadT
Tod gbM b T Uy I ugfa’ So=TE Sl ¥ |

HEAd A & AR BRI A~ T B B G H SHAR DI A
ST U HHAT & |

59 e # SaT AnTd fafdy :moeTE S § S9d $aTERY §9 UhR 8-
o+ o, & fmin, gar fmion Srerer fmin, genfs |

6.2.2

3T 9 SUBR orTd fafral § a=ax (Distinction
between Contract and Job Costing)

34 T faft o fore emaR 8-

1

. SUBR BIeT BT § Sdfd bl g1 8ial 2 | bl 7 I8 Sb &l
2 f "SUBRI U BIeT SHT & AR SHT UF 9T UG & | SuHT
BIC 8 © BRI FHH (AT § T~ B & R A HH IR & B
2| ISP BT oI AVATHT AfdH AR BT BT € 3R 57T GRT IR
& GHY A1 AfAE AT 8| {O OBl BT AT BRI G Tb AAdT
2 |




2. SUHR HT ST BRI HREM S Ha9 H 8 I~ 81l § Sidfd

3T BRI BREM & 988 b P A W W FE—~ 2dl 2 |

3. SUGR DI RT HA & oY JFAR TR IY—SHaAR| DI FSIAT Dl
JMATIHAT ol BT STd(dh BT BT H TR SU-SHERI Bl FETIT
oY ST B | SR Wae fofor 7 2freY e @1 Bl don dwst &1 drd
e SU—SHERT T A9 &7 S 2|

6.2.3 S®I anra fAerfvor &Y fharfafer (Contract Costing

Procedure)
3Bl B dFTd uRer & fow 9= ot At oeE ol B—

1. 3&T G&IT (Contract Number)— UA® SH P U AT &1 Tl &
R S&T d& d'd €, S SdT 6T 576 1 U8 Sd Dl YA el B |

2. 3T @TdT (Contract Account)— SHaR fAN= IPI BT AT HRA B
oy vep @rar 981 x@dr @ Rrd U S BT 9Ud A U WIT Wl SiTd]
21 39 WA ¥ UAS 3P W §Y A8 BT S Bl B |

3. U¥& A (Direct Costs)— 3P B JAHAR ARTAT BT TIeT B
3 3hI W AN fbar SIar 81 3 I UHeT oIRTG ST ardl & sfde uel §
foRdY ST €| Sl Y ye ol § e a< aftafora el 8-

RS IRSIRIG]
(i) ™ UG TAdetor AT

(iil)y =1 v 7N BT '™

(iv) Ul =g

(V) SU—THI AT

(vi) JTfarfRad &1 (Extra work) @1 @RTd

4. IY™H ANTd  (Indirect Costs)— 3T TNT rraT IJuReqy
(Overheads) 1 &1 @d & Sfde uel # ford S €| 39 @FTdl @1 Af0
U ARTAl $1 STUeThd 1B HH Bl © | IURSTIT H AMRIG: G-
BRI & AT TAT FUBTAT AN AfFAferd el € | bl § SuReqa &1
Jfaera ol Sugad fafY & orfaR fhar ST &, S ARl ferar s
AN @ Ufed &% & 3R UR |

5. AR AT Il BT FET-axVT (Transfer of Materials or
Plant)— 51§ &1 AR 31erar AI=i &1 fdl 3& | gwaraxor fhar Srar
2 A9 s! NI 3hT Wid B pfsc uel H fordl et 2

6. ST Jed (Contract Price)- & & I Bl W SH WK & HIST
vl ¥ forar ST § | Uk 9y & 3 H Il ST HrRI qoi 7 3T & <l Sl

oTrTa fEiver @t

- ITETH
gy Al

.

121



T [FEfer 1 A& & W[ R S b dle BRI (Work-in-progress) &1 Jedleb ol STl
faferat S

fewft 7. 3@ P ATH—EIT (Profit or Loss on Contract)— 1§ S&I @ &
pfec e &1 TIs sSfdc uer F 31ffe 81 dI SHER B oY BIdT & 3R SID
o 89 R =1 8Kl 8| afe Sa1 w1 qut &1 gaT 81 o1 39 o a1 '
DI AM—BI W H TRIIRG DR AT AT & | IR Al 3Dl B qoi =
BT B Al T ™ Bl AR AT 7 A g SHBT HB A A—TI
G H of 9§ AT ¥ R BT S b Y0l 9T H B RABAA & oy
el | PR S Wi H 8 7d & | I8 39 IR B A i H fIwR
A HST T B |

ST WTd B Sfdc UeT AT thise Y&l § S 7 gs oidl ©, d 1 UaR

A g
3®T @rdl (Contract Account)
Debit Side Credit Side
1. AR 1. A DT IFETHRI BT
2. 519 U9 e 2. BRI AU
3. Wa= ud #efHl &7 gy aferar 3. dlers T8 |l
SREIRSIRE]
4. U Y 4. 37 | 91 g3 AT
5. JU SHI AR 5. 3= ¥ 99 gY 9I= g Al
& qATH
6. JAMTRTT BT BT AT 6. THIIOTA AT AYATOTT Te],
BT BT Jelh Frar Sehl
I

7. G ST B AT Bl I
8. 3 JURTI

6.24 SBI ANTd d@IH I faAT #AQ (Special Items in
Contract Costing)

SHT AN ol I Fwd | a2y 79 7791 UdR ¥ &—

1. AT B AT (Cost of Materials)— S&T @Id & Sfde geT # foredy
ST d@Tell AR &) oid & =1 ubR &1 |t affaferd & o 8-

() & @ foIv faRly wu & %I 31 TS AR,
(i) TR | AR 6967 o5 @ SR W feifia |arRf, den
e () P o 2 % EwaRa s




2. <iers TS Arl (Materials Returned)— S19 &1 I8 A
foell BROT 99 S H YART 9 I S FHI B o 39 AT AT 9F
(Materials Return Note) @ AT €R BT 999 |l T ST 2 | UAT dlerg
TS IEfl BT ShT Wi b Bfsc uel # forgd g

3. 3BT ¥ WX Y A (Materials at Site)— 99 & 37 H SHT
W R 991 g3 AUGad AT BT SHT Wi & sfec veT H forar Srar 2
R 39 erTel oY @ Sfdc uer § of ST o 2

4. I 3B I AT ATHAY (Materials Transferred to Other
Contracts)— STd ®I3 o AR Teld 8l df TP S IR BIH = 3 dqTell
|l fdl gER S R WSl &1 Wil § | 59 AUl & oI | UK BRI arel
3P BT Sfde AT AR I a1t b BT Bfse fHar ST B

5. AT &1 fasha (Sale of Materials)— &HI—3W S& B Aol T8
AR BT HB 9N Sh R ALIDHAT 4 3MH 8 & BRI 99 a1 S
2| VAT 9T @& AT 4o ¥ Sl W Bl BHIST R QT S & | fash!
R U A AT BN Bl A¥—8T @RI H SRIRG R QT S © |

6. 519 @Td (Labour Cost)— SH—ed TR HI &) dTel T4l STfHD1
&1 UIRSIHS UeT BIaT © a8 Sifd el W Upfa &1 BRI & | uideror
g PRI HHETRAT BT a9 AT IIeT ARTd A4 ST & iq IADBT Yol T
I B TR AT BIaT B | IR U ShaR & Y F9d § U o 31 Sl
Pl TIMH 519 Th Wb BT Bs Sbl TR B HRAT TS Al JT—3Tel T Shi
TR fHT T B BT AT UIRSHS IUBRI TADHI & IR TR S
PR AP S Pl D UIRSIHG & =1 ¥ Sfdc fFar oar g1 Sai
DI S ANTT IR R TAT AT P H BUS DI IHAH T T
PRI & HHATRAT RT SHT T TR B F1err g wu & faan
ST =1y |

7. 9 (Plant)— &1 WA H GI TR R BT oGl R DI {9+ &I
fafert -
(31) ST W BT HIF B Fot ANTd ¥ Sfde wR fear Siar g1 a9 &
T H 3fAAT SHT BRI A B TR Sd AI= Bl AALIHAT el
REd], T9 WA @ BN oI | SdT WRI B hise B Qa1 Srar
2| A 3BT QU B9 IR HIH DI 99 AT ST § AT S @ Bl
98 sy e ¥ wfee & faar o & |

@) fapeu AT 9, Fa= TR 9 M@ B TR DI AR A SHI WM Bl
sfde & fear oiar 21 I8 fAfY 99 o= oIl & 99 6= T
ITINT Sb TR Hael AMSI—T 3y B U Maegd 8l | 99 b WX

oTrTa fEiver @t

- ITETH
grgy arHHt

.

123



ST [T @t

124

Tgad @+ (Crane) a7 ﬁ?ﬁﬁﬁ? (Bulldozer) &1 g fafer & =t foar
ST T 2 |

8. SURSA (Overheads)— U &I S S&i I Ucdel ®U W AHIIT Tal
B €, SURST hEard & | SURe™ &f a1 3&i # fhlt Sfua R )
ARSI R X ST 21 Sl W SuRedl & Sareryr fe g

() T e & 9,

(i) RreudR, R anfe & da+,

(i) R & TI T RGO BT I, 3T |

9. IU 3@ (Sub-contracts)— & ¥ FRT fARTE UPlT & Ho
SU-SBHERI (Sub-contractors) b AU S 8 | oI faoTell BT &1 3,
B3 & fosg @) forars &1 drl, Rasd! T gRarsl g9 &1 BRI, N9 @
T e SU—S@aRl §RT &1 fHT I & | I IT—SDHAR I ShaAR
% Ui STRER BId © 9T 3961 ShIerar (Contractee) H HIET TS el
BIdT | SU 3Pl B ANTd BT Y& AN AFHR SHT W B sfae get # forar
ST 7 |

10. JfdaRad & (Extra Work)— $HI—FH1 SdeR &1 4o Sb &
JfaRad Bl A1 B & o7y BT Sirar 8 | I8 AfaRed BRI S & =i
T fy g &1 # uRad= a1 9fg | Fwfd 8 wadr § | T faRed ard
& forq sifciRad Jeu T fovarm ST & | S1fiRadd BRI &1 dIRTd Bl SabT Tl
H Sfde fhar ST 2 a2 JARTREd Hed BI ST Jed H SIIShR Sbl Rl &
e et # forar S 2|

RIUHR & YHAIUT UF & 3MER W JIAE (Payment Based
on Architect’s Certificate)

BIC SBhl H SHI Hed BT Yol YA U SHT B & T~ Bl UR 8l [
ST & | OR=g 9% Sl dl gof a_e # &g a¥ o7 wahd & | O <o H wrIfy
YA UGN (Progress payment system) 39Tg Sl @ | $9 UGId & =<id
P gRT FYad RIGTHR & YALT-UF & AR TR FHI—FHI R b
Hed BT Y fbeal # fhar Srar 81 99 @ 3 | Sl bRl Bl Wl B
Sifg Sarerar & RieddRl g SRRl gRT @1 9l 8 | s R wR 9
I I 6 f §T B BT FHV-UA < S & | U B Bl g B
(Work certified) @&d & | T &I IR 39 TAIOG - & JeI &1 94
fAf¥ea gfderd e) & JIFAR BT &, S 80 Ufaerd a1 90 Ufererd | Sbar
ERT 39 UHR & YT IaH &I ufafle Sa1 @ 7 78l @ 91, &g s
SHIGIAT & RN @I H Hise R AT ST 7 |




dHq AUTd U4 3[axIed RT (Cash Ratio and Retention
Money)

ST U8l 9T AT & fh Sdrarar Wi BRI Bl erd—yufaerd I
SBHER DI &l BRAT| T8 S DI Al B ATAR FANOIT BRI T g e
fereTd, S 80+ AT 90~ AT 31T BIs U, &1 HFdM Il 2 | 39 95%
3IUTT HEd & AT AY A BT AR T FEd & | IR0, A AH<
JUTT 75 UIRIT @ AT 7aRIE R d1h! B 25 URTd B8R | S7aRIEH TR
BT I SHT FATTITdh T~ 8 IR HIT ST B | 3aREH YA 59 a1
DI TRUCT § fdh 3B H BN B &I TG A ShaR B Bl Yol 84
qd Blg T8l < |

qre], I — YHATOTG Ud YHATOTA (Work-in-progress —
Certified and Uncertified)

Y & 3T H 1 3@ &1 S QT 21 81 UTdl, IAD dTe] BRI BT HedT1dhA
RIcUdR gRT AT ST & | I ATef, BRI T 9RN H aEiipd fhar SI1ar &—
AT BRI Td ST BT |

gAOTd &1 (Work Certified)- I8 dTe] R &7 98 9N & o9
SHIETAT & RIUHR AT ONFRR gRT YITdM & oy diga foam 1 2 |
UHIOTT BT BT Hedlhd AT Hed UR 9 BIdR Sl oI WR Bl o, IMT
STH ™ &1 ded Aftferd Biar § | afe ged | gt & &1 g 8 fea
AT © TR Th& U TAT Tehg YA B! A &1 g 8, 5 59 JAAT D
AR WR {11 G & FErId | IO BRI BT o [bTelT ST Hepell 8—

100
REEECE IR

TJETEROM, ShaR F Sdhardl H 2,40,000 T UK by & qoI Aeha AguTd
80 R & ol YA &1 &1 oI 791 YR A Fehrelr Sigem—

UHIOTT BT BT I = UKl dba A X

UHIOTT BRI T Hed = 2,40,000 T X % = 3,00,000 ¥

YA & (Uncertified Work)— I8 9Tl &1 &1 98 91T © o4
RIeTdR gRT ad & forg g =€ fhanr a1 & | g &R &t
ASAIH gD AN o WR fhIT ST 8, AT 39 Hed § o™ BT dcd
Afraferd el g |

UHIOTT Ud YAV dTe] B1, QI & Hedl bl S WA & hiSc Uel
7 forar Sirar © @2 Rerfa faavor (Balance Sheet) @ |#afRl et (Assets side)
H T AT | SFTel ¥ & YRS H YO T GO =) H1d B
IR BT 3B W & Sfie v # eaRd wR far o 2

oTrTa fEiver @t
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3111\171( 3®I TR ™ (Profit on Incomplete Contracts)

ST o o9 fa<ii av 3 g g &R S 99 | weol 81 91, 9 9@ ol
H B3 Y HISATSAT I~ T8l Bl | 37 YOI Sl W Y o™ DI A
AT—EI WA H SRR B Qa1 ST & | IR, il o a+of 8 4 U
A AP g9 BT FHY oI & ST I8 FARIN A AT 8 b g7 Sl R
S BT 0T SHT YoT BIF IR B I Y AqaT <y a9 of A uR g
S W B F1Q| AR A BT IET SH S QO B W & Bl WY Al Sh
@ Yol 89 & a9 § A BT IR 31H BRf Wafh Sh & BRI & U Iu
H A femd Tl TURT ST | SHA SHAR & A BT 9 hadl [dhd =
fearg < afed BT B TR (Tax liability) T 31fer® &1 ST © Fifh
I AFIR $Hd &I UR I[&T HRAT USdT & | TASIAR, ST B ST Uh I
A oy B s # qRT 81 q9 I8 3MMALID B Al & b IH Sb W g
BRI UR SATV—BI BT 0T URT a9 BT Y | $AH HR ST Al A Bl
g 7 g o & Ui a¥ & o™ &1 UgRy fagd T8 fewrs <dl|

AT Y TOET & QT T U] 39 UBR 28—

(31) a9 & = H YUl & WR FHTAT o™ (Notional profit) AT ST
o4 (Estimated profit) @1 0T, G211

(@) 39 @™ & 98 W17 O -2 @ # garIRd $RAT § |

[HTfda @ (Notional Profit)— S T &1 0T ATe] d1d (YHAIOTT
TqT JHHIO) # A fby T Bl B AN TeT B Y Sl B | g bfoud
bl B TSIl T T8 TIAT TAT B—

3

Value of work certified 20,00,000
Add: Cost of work uncertified 1,50,000
21,50,000

Less: Cost of work to date 19,00,000
Notional Profit 2,50,000

AT ¥ (Estimated Profit)— 5! o1 1 fafe 9 &1 Srel!
2| (@rdps Bfeud )

4

ST Hed Contract Price 30,00,000
Less: Total cost already incurred 21,00,000
9,00,000

Less: Estimated additional costs to complete the contract 3,50,000
AT & Estimated Profit 5,50,000



M B SH AN B TvET S are si-E A s
BRAT 8— Y H FAN Y Gl o™ DI AH—BI T H SRIINRG e (bl
ST | SabT SR H JARET FRTIT81 DI &I H R4 §Y Sd @ Y 370
AT F SMHRAG B B GG B AT FAQ T o BT G AT Ho
(Reserve) & U # 3G o1 SITAT © AT AT &1 I A1 BT SATH—8TH @1l
H S ST ST 2 | A BT AT W SO @ ®Y H IGAT § a7 fhaer
AMH—ET @I H SRITIRG HRAT & I8 Sb Bl Yfd & =R TR ¥R e
2| 3B & URMPIH TRON H STafdh Sa BT ARG 91T 371gel &, oI & HH
ART BT AM—2I @ g fbar Sar 2 deir ffde 9RT &7 ded
S WU H MM ST 2 | SI—oi ST BRI W Rl &, d9—a% el
BT AMATIBAT BT & TAT AAFID T BN A—2I H o SR 1 2 |
g forg o1 e frem 78 | e ff A ferfoRea fram o
fhy STt 8—

1. I8 Ug AT S bl 8 b dael YA S & A § & o™

DI IO Bl AR © Rl GHAIOT BRI & o H & o™ Bl dca

|ftAferd BT 21 I SR &1 e and Jod W fhar
SITAT B, SfeTT oft W FrIf_yd Torreil & g9 €419 & el X ofrdT |

2. ST GG BRI BT Aedidhd ol Jed  25% I BH &1 Al o dl
D3 AR AM—.IN @ H graRd 781 &I Sl | qof am Sar
QO § W9 @ wY § YEdl 2|

3. 519 YA BRI ST Hed BT 25% ¥ 50% T 8l (AT 1,/4 A1
B IR 1,/2 W FH) AT BAN TY G AT BT 1,/3 96T
FAM—8I W H of 9 § Q7 Y o BT Fad & wY | 3Pl @I
H @1 SITaT & | U G0 H -1 @ H gaRd d ST drelt
A @1 RT3 | @l Sl 8-

() M2 W # SR o = aRIfad oM x 1/3
(Notional profit x 1/3)

UTg: o™ 1 e 30 SHIGTAl I UK Tha R B U § HH
PR & S 7 | TAeI9R,

: : o 1
(i) V-2 W # SAFIRd dM = FIfdd am x 3

JPhe Uit
ATOTT BT

1 h i
Transfer to P & L A/c = Notional profit X = X Cas rece%ved
3 Work certified

oTrTa fEiver @t
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4. 519 AT B SbT Hod BT 50% A 90% & 41 &1 (A1 50% 3
P AfhT 90% | HH) T A—=I WId H IR I S|
el o™ @ IRT @ TOET 4 g W @ Sl 8-

() oM—2I @ H gW=aRd d™ = Notional profit x %
9 IR BT Al fdhed WU A, THe AU A HH B [T ST
& | TaggaR,

2 h i
(i) Tr.toP &L A/c=Notional profit x — x Cas rece%ved
3 Work certified

5. 19 ST BT ST YUl BI1 ATl 81, IT ST YA BRI ST oo
BT 90% AT 3MAP B, Al 3BT Yol B DI Bl AN DI AT
STTERR JIFHIIT T &1 0T Y ST 2 |

AT T BT ST AT AT—BI @I § SRR [hdT ST @12,
D! T o H | AN Th g W @ T Adhdl g

Work certified

(1) Tr.to P & L A/c =Estimated Profit X -
Contract price

Work certified
Contract price

(i) Tr.to P & L A/c =Estimated profit x

Cash received
X
Work certified

. Cash ived
OR Estimated profit x m
Contract price

Cost of work to date
Estimated total cost of work

(i) Tr.to P & L A/c = Estimated profit x

(iv) Tr.to P & L A/c=Estimated profit

y Cost of work to date y Cash received
Estimated total cost of work Work certified

SRIET AT 7 GH (i) BT AINS AHFEHR TrIfFawar <1 S 2 | el
A AT ST @1 0T T HI ST b Al AH—aT T H SRR Dl
S aTell o™ @ IRT @ T0ET 91 43 | @ Sl 8—

) Cash received
Notional profit x ——
Contract price



3quf 3@l WR BT (Loss on Incompleted Contracts)— 370l S& TR
T B @1 S0 H 1 &1 g2 R A—I6 W1 # gaaRd B a1 Sireh!
2, Sdl dre fora=m 1 937 garm = |

qfg arqarer (Escalation Clause)

3P TS B & AT 3BT B BT RT by H $g 99 f o & | 3
ST orafy § AFRf wedl der s SR H gfg B |ahdl 21 9 Ifg 9 B
dTell ShER Bl Bl @1 affergfd & forg S @1 el # gig araaier sref feam
ST B | S9P BolRkd®y 3B & aNTd § Up (Fiad A | 31fde garas
B P! G H SHAR Sb D Jod H IId HMET BT Bl BHAR Bl SIIcl]
2| 39 I BT S ANTAl H ufiraet uRadHl 9 Saher &1 fRa gRfé
HRAT BT & | ofd AT A & Hedl Jr 9 @) <X A gfg BT gaigAe
81 31UAT STq AR DI ATAT GAT 319 DT AN BT Fel A ST B
g1, Ifg TR ST <7 9 Refd W 81 SRl © 91 3@l Jed 4 ol &
IER gfg & I Faeh 7|

ANTd—SIlS S® (Cost-plus Contracts)

ANTI—SITS Sl | T U Sl | © 9T SabT Hed SdT A= 81 I
& RS {51 ST 21 39 3Bl &1 & 3B B ol dRATdD AN H T
qa—HgiRT UiR &% | &M SiiedR MdhIell Sl 8 | §9 UhR & ob Ul
Rerferdl % Iuarl 80 € 519 ARl Hedl, 579 &R TAT 31 ARTdl 3 3ffdd
IAR—AGM & BRI ATl BT FEI—He! AN ST =G el BIaT & |
VAT T # SHER qAT SHIQTIT H Ig AHSIICT &1 STl & [ SHIGIAT ShHaAR
DI IRIAD AR TAT I WR b FREd Gfaerd a9 &1 YIde S |
ATNTI—SiTS ShT Ugfd a8l 4T 319TE 9l & STl IR 3 UR il UR™T 8
D qHY ISP Bl fol bR (¥ &l 81 U, 3 ST g f¥aa 8l 8
AhdT | ORBR gRT 3 U ANTd—uile IUR TR 8 T & 2 |

- ARTO—ITS Ugid & o™ 7 8-

SHIRT B ATH—

1. U4 Sl H B 8 BT SIRGA =T&1 BT |

2. g8 S AUl eI, 5 S} offq H IAR—AGE & SIRgH I g4
=

3. H‘S’ﬁ@f%ﬁiﬁﬁﬁﬂﬂ@(Tenderprice)ﬁasrﬁﬁ?:mﬁ?ﬂ?ﬂﬁw
g B |
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SPHISIAIR I lTH— SHISAl SHEN & ol DI ABeU B Bl
THAR BT © T I S &1 ST Hed FHMT eIl ¢ |

TIY— AN Ugfd & QY 7 8-
3BaR Pl BIfFAT—

1. SBER & [oTY AN HH B TAT B B HIFIAYdD HRA D
2 i AR 318F B8 WR oM 1 9¢ ST 2 |

2. IdHe IR YRR & HRUT ARTAT H HH 8 BT a9 ShHAR
®T T8l e 2|
SHIIarsl &I sIf-™Ai—

1. SHAR B AT d ATRATE] & DRI 5 Sb Bl AN Il o
AT SHIETAT BT 3B BT Iod Jed FHHT ISl ¢ |

2. S®I BRI gl BF dF SHIGTAT DI ST Jed &1 S el sl a2
siff¥eaar @1 e g+ a2 |

Illustration 6.1:

The following expenditure was incurred on a contract of ¥ 12,00,000 for
the year ending 31-12-2020.

3
Materials 2,40,000
Wages 3,28,000
Plant 40,000
Overheads 17,200

Cash received on account of the contract to 31st Dec., 2020 was ¥ 4,80,000,
being 80% of the work certified. The value of materials in hand was ¥ 20,000.
The plant had undergone 20% depreciation.

Prepare Contract Account.



Solution:

Contract Account for the year ending 31st December, 2020

Particulars < | Particulars 4
To Materials 2,40,000 | By Materials in hand 20,000
To Wages 3,28,000 | By Plant in hand
To Plant 40,000 (40,000 less 20%) 32,000
To Overheads 17,200 | By Work-in-Progress
To Notional Profit c¢/d 26,800 | Work certified
100
(4,80,000 % —> 6,00,000
80 9 b
6,552,000 652,000
To Profit & Loss A/c 14,293 | By Notional Profit b/d 26,800
(26,800 X 2/3 T 80%)
To Reserve 12,507
26,800 26800

Note: Profit transferred to Profit and Loss Account is computed by the

following method:
Notional Profit x 2/3 x Cash ratio.

Illustration 6.2:

The following were the expenses on a contract which commenced on 1st

January 2008.
3
Materials purchased 1,10,000
Material at site at the end 1,250
Direct wages 15,000
Plant issued 5,000
Direct expenses 8,000

The contract price was ¥ 1,50,000. It was duly received when the
contract was completed on 31-3-2008. Charge indirect expenses at 15% on
wages and provide I 1,000 for depreciation on plant. Prepare the contract

account and contractee’s account.
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Solution:

Contract Account for the year ending 31-3-2008

7 7
To Materials 1,10,000 | By Contractee’s A/c 1,50,000
To Direct wages 15,000 | (Contract price)
To Direct expenses 8,000 | By Materials at the end 1,250
To Indirect expenses By Plant at the end 4,000
(15% on 15,000) 2,250 (5,000 — 1,000)
To Plant issued 5,000
To Profit and Loss A/c 15,000
155250 155250
Contractee’s Account for the year ending 31-3-2008
7 7
To Contract A/c 1,50,000 | By Bank 1,50,000
~ 1,50,000 ~1,50,000

Note: As the contract is fully complete, entire profit is transferred to profit

and loss account.

Illustration 6.3:

The BBA Construction Company undertakes large contracts. The following
particulars relate to Contract No. 125 carried out during the year ended on 31st

March, 2020.
3

Work certified by architect 1,43,000

3,400
11,300

Cost of work not certified
Plant installed at site

Value of plant on 31st 8,200
March 2020
Materials sent to site 64,500

54,800
3,250

Labour

Establishment charge

3
Wages accrued on 1,800
31st March 2020
Direct expenditure 2,400
Materials on hand on 1,400
31st March 2020
Materials returned to store 400
Direct expenditure accrued on 200
31st March 2020
Contract price 2,00,000
Cash received from 1,30,000

contractee

Prepare a Contract Account for the period ending 31st March 2020 and
find out the profit. It was decided to transfer 2/3 of the profit on cash basis to

Profit and Loss Account.



Solution:

Contract No. 125 Account for the year ending 31st March, 2006

Particulars < | Particulars ¢
To Materials sent to site 64,500 | By Materials returned 400
To Labour 54,800 | By Materials in hand 1,400
To Establishment charge 3,250 | By Work-in-Progress:
To Direct expenses 2,400 Certified 1,43,000
To Wages accrued 1,800 Uncertified 3,400
To Direct expenses accrued 200 | By Plant at site 8,200
To Plant at site 11,300
To Notional Profit c¢/d 18,150
1,56,400 1,56,400
To P & L Alc 11,000 | By Notional Profit b/d 18,150
2 1,30,000
18,150 x = x 2=——")
3 1,43,000
To Reserve 7,150
18,150 18,150

Illustration 6.4:

The Indian Construction Co. Ltd. has undertaken the construction of a
bridge over the River Yamuna for a Corporation. The value of the contract is
% 15,00,000 subject to retention of 20% until one year after certified completion
of the contract, and final approval of the Corporation’s engineer. The following
are the details as shown in the books on 30th June, 2020.

¢
Labour on site 4,05,000

Materials direct to site 4,20,000

Materials from stores 81,200
Hire and use of plant 12,100
Direct expenses 23,000
General overhead allocated to 37,100

the contract

Materials on hand
on June 30th, 2020
Wages accrued

on June 30th, 2020

Direct expenses accrued

on June 30th 2020

Works not yet certified

at cost

Amount certified by
the Corporation’s
engineer

Cash received on

account

<
6,300

7,800

1,600

16,500

11,00,000

8,80,000

Prepare— (a) Contract Account, (b) Contractee’s Account, and (c) show
how it would appear in the Balance Sheet.

oTrTa fEiver @t

- ITETH
gy Al

.

133



ST [T @t
o

134 9139 ATt

Solution:

Contract Account for the year ending 30th June, 2020

Particulars < | Particulars 4
To Materials direct to site 4,20,000 | By Materials on hand 6,300
To Materials from store 81,200 | By Work-in-progress:
To Labour on site 4,05,000 Certified 11,00,000
To Hire and use of plant 12,100 Uncertified 16,500
To General overhead 37,100
To Wages accrued 7,800
To Direct expenses 23,000
To Direct expenses accrued 1,600
To Notional profit c¢/d 1,35,000
11,202,800 11,202,800
ToP & L Alc _____75,_066 By Notional Profit ¢/d ___IBE,_OB6
2 8,80,000
35,000 x — x —)
3 1,10,000
To Reserve 63,000
~ 1,35,000 ~ 1,35,000
Contractee’s Account
4 4
To Contract A/c 8,80,000 | By Cash 8,80,000
- ~8,80,000
Balance Sheet as on 30th June, 2020
Liabilities 7| Assets 4
Wages accrued 7,80,000 | Work certified 11,00,000
Direct expenses accrued 1,600 | Work uncertified 16,500
~ 11,16,500
Less: Cash
received 8,80,000
~2,36,5000
Less: Reserve 63,000 1,73,500

Illustration 6.5:

Modern Contractors have undertaken the following two contracts on Ist

January, 2020—

Materials sent to sites
Labour engaged on sites

Contract A Contract B
7 7

85,349 73,267
74,375 68,523



Plants installed at sites at cost

Direct expenditure

Establishment charges

Materials returned to store

Work certified

Cost of work not certified

Materials in hand 31st Dec., 2020
Wages accrued 31st Dec., 2020
Direct expenditure accrued 31st Dec.,
Value on plant 31st Dec., 2020

15,000
3,167
4,126
549
1,95,000
4,500
1,883
2,400
240

11,000

2020

12,500
2,859
3,852

632
1,45,000
3,000
1,736
2,100
180
9,500

The contract prices have been agreed at I 2,50,000 for contract A and
3 2,00,000 for contract B. Cash has been received from the contractees as
follows— Contract A ¥ 1,80,000 and Contract B ¥ 1,40,000.

Prepare Contract Accounts, Contractees Accounts and show how the work-
in-progress shall appear in the Balance Sheet of the contractor.

Solution:

Contract ‘A’ Account for the year ending 31st Dec., 2020

Particulars < | Particulars <
To Materials sent to site 85,349 | By Materials (returned to stores) 549
To Labour 74,375 | By Materials in hand 1,883
To Plant 15,000 | By Plant in hand 11,000
To Direct expenditure 3,167 | By Work-in-progress:
To Establishment charges 4,126 Work certified 1,95,000
To Wages accrued 2,400 Work uncertified 4,500 1,99,500
To Direct expenses accrued 240, ——
To Notional Profit c¢/d 28,275

212932 212932
To Profit & loss A/ 17.400* | By Notional Profit b/d 28275
To Balance c/d (Reserve) 10,875

28275 28275

*Note: Proportion of profit transferred to Profit and Loss Account has been

calculated by the following formula:

i 2 1,80,000
Notional profit x = x cashreceived g s = LSOO 215400
Work certified 3 1,95,000
A Contractee’s Account
4 4
Dec. 31, 2020 To Balance ¢/d  1,80,000 | Dec. 31, 2020 By Cash 1,80,000
~ 1,80,000 ~ 1,80,000
~|Jan.1,2021 By Balancebid  1,80,000
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Contract ‘B’ Account for the year ending 31st Dec., 2020

Particulars 7| Particulars ¢
To Materials 73,267 | By Materials returned to store 632
To Labour 68,523 | By Materials in hand 1,736
To Plant 12,500 | By Plant in hand 9,500
To Direct expenditure 2,859 | By Work-in-progress:
To Establishment charges 3,852 | Work certified 1,45,000
To Wages accrued 2,100 | Work uncertified 3,000 1,48,000
To Direct expenditure accrued 180 | By Loss transfer to
P& L Alc 3413
- 1,63281 163281
B Contractee’s Account
4 4
Dec. 31, 2007 To Balance c¢/d  1,40,000 | Dec. 31, 2020 By Cash 1,40,000
1,40,000 1,40,000
Jan. 1, 2021 By Balance b/d  1,40,000
Balance Sheet as on Dec. 31, 2020
Liabilities < | Assets 4
Wages accrued 4,500 | Plant less Depreciation
(2,400 + 2,100) (27,500 — 7,000) 20,500
Direct expenses accrued 420 | Materials in hand 3,619
(240 + 180) Work-in-progress:
Profit on contract A 17,400 Contract A
Less: Loss on contract B 3,413 13,987 Work certified 1,95,000
Work uncertified 4,500
1,99,500
Less: Profit in
reserve 10,875
1,88,625
Less: Cash
received 1,80,000 8,625
Contract B
Work certified 1,45,000
Work
uncertified 3,000
1,48,000
Less: Cash
received 1,40,000 8,000

Illustration 6.6:

T.K. Construction Ltd. is engaged on two contracts A and B during the
year. The following particulars are obtained at the year end (Dec. 31)—



Date of commencement
Contract price

Materials issued
Materials returned

Materials on site (Dec. 31st)

Direct labour

Direct expneses
Establishment expenses
Plant installed at cost

Value of plant (Dec. 31st)

Cost of contact not yet certified

Value of contract certified

Cash received from contractess

Architect’s fees

Contract A Contract B
April 1 September 1
6,00,000 5,00,000
1,60,000 60,000

4,000 2,000
22,000 8,000
1,50,000 42,000
66,000 35,000
25,000 7,000
80,000 70,000
65,000 64,000
23,000 10,000
4,20,000 1,35,000
3,78,000 1,25,000
2,000 1,000

During the period, materials amounting to I 9,000 have been transferred
from contract A to contract B. You are required to show— (a) Contract Accounts,
(b) Contractees’ Accounts, and (c) Extracts from Balance Sheet as on December
31st, clearly showing the calculation of work-in-progress.

Solution:

Contract ‘A’ Account for the year ending 31st Dec............
Particulars <| Particulars ¢
To Materials used 1,60,000 | By Materials returned 4,000
To Direct labour 1,50,000 | By Materials transferred to B 9,000
To Direct expenses 66,000 | By Stock of materials 22,000
To Establishment expenses 25,000 | By Work-in-progress:

To Depreciation on plant 15,000 Work certified 4,20,000
To Architect’s fees 2,000 Work uncertified 23,000 443,000
To Balance c/d (Notional Profit) 60,000
4T 000 478000
ToP & LAlc 36,000 | By Balance b/d 60,000
2 8,80,000
(1:35.000 5~ x )
3 1,10,000
To WIP A/c (Reserve) 24,000
60,000 60,000
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Contract ‘B’ Account for the year ending 31st Dec............

Particulars < | Particulars <
To Materials used 60,000 | By Materials returned 2,000
To Materials from Contract A 9,000 | By Stock materials 8,000
To Direct labour 42,000 | By Work-in-progress:
To Direct expenses 35,000 Work certified 1,35,000
To Establishment expenses 7,000 Work uncertified 10,000 145,000
To Depreciation on plant 6,000 | ByP& L A/c
To Architect’s fees 1,000 (Loss on contract) 5,000
1,60,000 1,60,000
A Contractee’s Account
4 4
To Balance c/d 3,78,000 |By Cash 3,78,000
By Balance b/d 3,78,000
B Contractee’s Account
4 4
To Balance c/d 1,25,000 | By Cash 1,25,000
By Balance b/d 1,25,000
Balance Sheet (Extracts) as on 31st December ............ccccee..
Liabilities ¢ Assets ¢
Profit on Contract A 36,000 Plant 1,50,000
Less: Loss on Contract B 5000  31,000| Less: Depreciation 21,000 1,29,000
Stock of materials
Contract A 22,000
Contract B 8,000 30,000
Work-in-progress:
Contract A
Work certified 420,000
Work uncertified 23,000
443,000
Less: Reserve 24,000
4,19,000
Less: Cash received  3,78,000 41,000
Work-in-progress:
Contract B
Work certified 1,35,000
Work uncertified 10,000
1,45,000
Less: Cash received 1,25,000 20,000




Illustration 6.7:

XY Co. undertook a contract for ¥ 15,00,000 on an arrangement that 80%
of the value of work done as certified by the architects of the contractee, should
be paid immediately and the remaining 20% be retained until the contract is
completed.

In 2018, the amounts expended were— Materials ¥ 1,80,000; Wages
% 1,70,000; Carriage X 6,000; Cartage I 1,000; Sundry expenses T 3,000.
The work was certified for ¥ 3,75,000 and 80% of this was paid as agreed.

In 2019, the amounts expended were— Materials ¥ 2,20,000, Wages
% 2,30,000, Carriage ¥ 23,000. Cartage X 2,000 and Sundry expenses
T 4,000. Three-fourths of the contract was certified as done by 3 1st December,
2005 and 80% of this received accordingly. The value of unused and work-
in-progress was ascertained at ¥ 20,000.

In 2020, the amounts expended were— Materials ¥ 1,26,000; Wages
% 1,70,000; Cartage % 6,000; Sundry expenses < 3,000, and on 30th June the
whole contract was completed.

Show how the Contract Account as also the Contractee’s Account would
appear for each of these years in the books of the contractor, assuming that
balance due to him was received on completion of the contract.

Solution:
Contract Account

Particulars < | Particulars 4
2018
To Materials 1,80,000 | By Work-in-progress: Certified  3,75,000
To Wages 1,70,000
To Carriage 6,000
To Cartage 1,000
To Sundry expenses 3,000
To Notional Profit ¢/d 15,000

3,75,000 3,75,000
ToP& LA/ 4,000 | By Notional Profit b/d 15,000

(15,000 x '/, x 80%)
To Reserve 11,000
15,000 15,000

2019
To Work-in-progress: Certified 3,75,000 | By Work-in-progress:
Less: Reserve 11,000 Certified 11,25,000

3,64,000 Uncertified 20,000
To Materials 2,20,000
To Wages 2,30,000
To Carriage 23,000
To Cartage 2,000
To Sundry expenses 4,000
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To Notional Profit ¢/d 3,02,000
11,45,000 11,45,000
2019
ToP& L A/c 1,61,067 | By Notional Profit b/d 3,02,000
(3,02,000 x 2/, x 80%)
To Reserve 1,40,933
3,02,000 3,02,000
2020
To Work-in-progress:
Certified 11,25,000 | By Contractee 15,00,000
Uncertified 20,000
11,45,000
Less: Reserve 1,40,933
10,04,067
To Materials 1,26,000
To Wages 1,70,000
To Cartage 6,000
To Sundry expenses 3,000
To Profit & Loss A/c 1,90,933
15,00,000 15,00,000
Contractee’s Account
2018 3 3
To Balance ¢/d 3,00,000 | By Cash 3,00,000
2019
To Balance ¢/d 9,00,000 | By Balance b/d 3,00,000
By Cash 6,00,000
9,00,000 9,00,000
2020
To Contract A/c 15,00,000 | By Balance b/d 9,00,000
By Cash 6,00,000
15,00,000 15,00,000

Illustration 6.8:

Elite Ltd. was engaged on one contract during the year 2020. The contract
price was ¥ 2,00,000. The trial balance extracted from the books on 31st
December, 2020 stood as follows—

Share capital
Sundry creditors
Building

Cash at bank

Contract account:

Materials

<

17,000
4,500

37,500

<
40,000
4,000



Plant 10,000 — ST fErfeor @)

Wages 52,500 _ faferrt
Cash received from contractee feogofy

(80% of certified work) — 80,000
Expenses 2,500 —

1,24,000 1,24,000

Of the plant and materials charged to the contract, plant costing ¥ 1,500
and materials costing ¥ 1,200 were destroyed by an accident.

On 31-12-2020, plant costing < 2,000 was returned to stores and material
at site was valued at ¥ 1,500. Cost of uncertified work was ¥ 1,000. Charge
10% depreciation on plant.

Prepare Contract Account for the year 2020 and Balance Sheet as on
31-12-2020.

Solution:

Contract Account for the year ending 31st Dec., 2020

Particulars < | Particulars <
To Materials 37,500 | By Plant returned to store
To Wages 52,500 (2,000 less 10% depreciation) 1,800
To Expenses 2,500 | By Plant at site 5,850
To Plant installed 10,000 | By Plant destroyed 1,500
To Notional profit c¢/d 10,350 | By Materials lost 1,200
By Materials at site 1,500
By Work-in-progress:
Certified 1,00,000
Uncertified 1,000
1,12,850 1,12,850
ToP& LA/ 5,250 | By Notional profit b/d 5,250
2 80,000
10,350 x — x
3 100
To Reserve 4,830 | By Notional profit b/d 5,250
10,350 10,350
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ST fErfeor @) Balance Sheet as on 31st Dec., 2020

Liabilities 7 | Assets ¢
fearof Share Capital 40,000 |Building 17,000
Sundry Creditors 4,000 | Bank 4,500
Plant in store
Profit and Loss A/c 5,520 Plant at site
Less: Plant destroyed 1,500 Materials at site
___Z,_O_26 Work-in-progress:
Less: Materials lost 1,200 2,820 Certified 1,00,000
_______ Uncertified 1,000
1,01,000
Less: Cash received 80,000
21,000
Less: Reserve 4,830 16,170
46,820 46,820
J9-fI grfad SITfAaw (Check Your Progress)
1. To FEiRT Joa &1 FET o 3”7 & F | S F9siiaT gl
2 99 FEd T |
(a1) ST (@) orEr
(@) fafer @) 3 & I3 7ol
2. 3B oaNTd fafer fafy &1 wuidRor 7 |
(31) ufhar ot (@) aR=ETeaT orTd
(d) SYPE AT @) 37 | Pis |
3. G ISP gl 8 AT Y YOI bR+ H U ¥ Af¥d B T Sl
2 U@ I gaH @ foy g SMUATS ST 2|
(@) Tde A (@) gerfer T
() | A @) 37 | Pig o |
4. 519 3BT WA P BiSc UT BT Gl Sfdc Ul A 3 8 o
SHEAR Pl BT 2
(1) o™ (@) =1
(|) 1 o™ AT ' @) 3 & I3 7ol
- ITETH
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e BRI B g8 AN © (O SR & RieudR
AT EONER §RT M & forg i fovar simar 2
(1) oo B @) yHIford B
(\) o B @) T ¥ P TE |
S R WR1E B SR B B R BRA H I b oIy JEA B
g MG @ ®Y H ADI T3 A DT AR Bl
PEd B |
(a1) HApfeud <afer (@) 3rgReror IR
(|) Bfead o™ (3) raxwEE R
IS—FS 3B &I Yof & & foly o8 a¥f o 9d € ol orafyr #
A qed A1 5 )T OH gig B Wadl 81 39 gfg Olb SdaR
P B dTell B @1 &R YT & oy S 8 H ST o @l Sl
ISEl FEd T |

(1) gfg T (@) ™ AT

() 9™ QT (@) sTH | I3 TE |

afe FEomee B @1 I Shl I b A BH B
ar YUl SHT W DI A AT @RI BI A8l (BT ST |
(a7) 25% @) 35%

() 40% @) 45%

frafaRed STHeRI © MR TR =T a9 @1 TOFET BN |
IO Bri BT Jed 10,000

g Hd @1 7ed % 1,50,000

R ey s &1 7 10,000

(a1)  9,50,000 @) ¥ 11,50,000

(@) T 2,50,000 (@) T 1,50,000

Sq YO PR B BRI b 80% © 39 R H \wIfad o
% 26,800 €| AT —8T @ ¥ NINESSIIRCCH]
ST |

(a7) T 26,800 @) T 17,867

(=) T 12,507 (@) T 12,193
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6.3 SUBTI oFTa fafer (Job Costing)

SIEEal

I NN BT AlC IR W &1 SR H qEfipd fham S &—
(31) Sudrd 3maer SENT (Job Order Industry), eI
(@) 984 IcaTeT FENT (Mass Production Industry)

JUGR ATQY FEN H AEHI & [IUT AQUTIAR IaTed B fhar
ST 2 | U SUBR 3T SUBRT W WEed: T Bidl & dol 39 U8dh
& faery el & SR W1 a1 97T 21 39 UPR & &N & I&1eR]
39 UPN o— BRI, ¥g= 47 ST, aveEd sl S, gane |

IEATH ScUTa SEN | Ueh T a¥3ll BT Iedra b1 Sl & | 3HD
I TSI AT H AP aGRAT BT IR AR FeIdT I8al © a2l
AR & foTv UTEdl & e T AN &1 avadHar T8l 8l 8 | HusT
ﬁl?f, DTGl ST, XHR-IA e, o¥UId Sl aﬁ dgHIA Sl ST Eﬁ
IQTERT & |

6.3.1 SUBR oRTa fafer (Job Costing)

AT MERET &1 IYSHR AT (IS Iuhrd JAe SR H UJadd dl Sl
2| 39 I & gz Feror Fe=ferRaa &—

1. SATEH BRI UTEDI & MM R B fHar SIrar 2|

2. Y% SUBR B a1 &1 fILyary gl § T 39 R 9y &1 <
DI IMITTHAT Bl ¢ |

3. U@ fO9RT ¥ TR fI9RT &1 I S &I Yai8 T §949 8]
BIAT | I8 SUBR BT Ui R R Hxar 2 b 69 Susprd R S
forar fawmT & favam Sirger |

SUG IrTd fafr surai, iaT goiide, AleaRl & AREd, 3N
SRR CRIFRSINIR
I
Syard arrg Oy & T sew fre E-

1. UI® IUGR AT QY B IATGA AN 3T A S D
ST B 1 399 U MM IR ATI—8I &1 0T R § AT
ferh & |

2. 39 UHd AMQREd T4 J[AMEId SUGRT B UEAM dR
Hed T |

3. fUBel SUHHT BT N & MR R 94fa § WWdR fby S arel
I UBR & IUGRIT DI AR BT Fel JJA ARAd I ST ST




AHdT T 599 A9fdw § Ided e H W derdr Herd
=

4. IS ANTAL BT AT JTAT AR H PR Yed ANTal IR
=T a1 Had 2|

6.3.2 oTd fAEriRoT &Y fepafafer (Costing Procedure)
Iuard R faf & srarta ord gk & forv for=1 ed Saw o 2—

1. SUBTH ST (Job Number)— 519 ¥ ®IE IUGR U< fovar Sirar
2 d9 30 Ud AT USE a1 Wil & dife faf= Susrat & ugar g+
SUGR GBI A ARAAT I Bl Sl D | AN dWlbd Bl gie & I

RIUAT I ook ¥ IUBRIT Bl Ygad 39 TR BIAT GIaTeidh

BT g |

2. ST 3MIY (Production Order)— SUBR] B & YTH B B
q1e IATeH =07 fIRT §RT SUSH IR &1 UR™ &1 & foru forlRaq
ST IR fhar SIraT & S Scured SMeeT ded & | 39 Scued 3T &I
Ps RN IR B I § dAT UgaE & oIU $9dT BUTS 3Tl T—3Tel{T I
$ BNTST IR DI T & | IUTGH ML &1 uferdl FrferRaa ifereRar &1
CURSIGIR

() SUBR A FHEEd F9 T @ SRIcY®! (Foremen) @,

(i) AR A @ oy SeR@TWR @I,

(iii) 3MITIH T & fIU I=UE (Tool-room) & ATHRT I,
(iv) NI SIETHR B |

Production Order
(Sure=T 3Te)

Name of the Customer...........ccovveveeeneenernecnee JOD NO...ceccreeiee

Date of Commencement...........c.c.coeeeveveeeeucnee. Date....c.ceveveerncererererereeneneene

Date of Completion..........cccoeeeveeeereeneerereereieirneenes Bill of Material No......................

Special InStructions............ceveveerveererveieerererrnnnns Drawing attached Yes/No.
Quantity Description Machines to be used Tools required

(Sign.).cceecveennnnen.
Production authorised by:

Head of Production Control Deptt.

o @. 6.1. ST 3MAIT
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G 3ferTH

QURIT IUTEH 32 H &I g o IUTe BRI DI YDA B ATAR
=1 B € | S IS MM & AT T=NHR (Blue-print), AT &7 e
(Bill of materials) T == @ 7Ll & WA & ﬁ?x_-l:d freer ey 9 2|

3. SUBTH ARTd 93d (Job Cost Sheet)— SUGH @RTd fafdy # vaRT
fhu S a1el Uerdl # UG AR UAE Ha Ageayul © | STe A
P! U IITHR & T SUBR dNTd U5d IR B BT Uh G & | I8
SUGR ARTT U5h U SUBR & folU T A g1 ST © | 39 I3ldh
H SUBR W Gd HI T AR, ST TAT SURSTT ATl DI Tol [haT STl
2| IS AT H SUGR AN UG BT UTeU 31U+ SMaTIHArRl &

AR TRIT SI & | SUBR AN YFdb BT Uh AR Uy =/ 6. 6.2 H
ST AT 2 |

QUGBTI AR U3 fhdll o Al smafd & fog =12 a=mar Smar sifug
I8 UR-AD IUGR & (Y FRIT SICT 7, 39 Yol =1 | =1 fban &1 99
S| A AR, S de SURST ANl &1 ol SUBR dRTd Ud H
fraaeifers fear SIrar 21

SUHR W IAEH B B AHINT TR SUBR IRTd U= H oIRTdl bl
AT BB Bl AN S DI Il & | AR, 5 U SURSGY ARTdl 6l
SuBrE § HAfderaa g or@r e geR | fhar rdr g—

(31) Y& ArR— AR AFTYA (Stores Requisition Note) AT AR @&
fae1 (Bill of Materials) # U SUSR & RifHd ARl &1 AT fe@rg S
2| 919 3 Weldl @1 Uil dANTd draferd § 9ol Il € 79 YeR ofolR @&
(Stores Ledger Account) ¥ FFRIHT AFRI &7 & ol {61 ST 7 | IS
AR AFTIA H S SUGHR @1 Ger € St & N R Al AnTd 9ot
@ S 2 |

(@) 9 SH— SUBR DI HH AN DI ITOET UG TFADBT (Job
Cards) T 98I U=di H UfAfedi & MR W &1 Sl 8 | I Sudhrd
UGB BT AR STH AR (Wages Abstract) IT AT Aelvor U’
(Wages Analysis Sheet) #§ 917 ST © 5798 Ud IUBR BT ATl DI T8
T OGR! GE S 7 |

() IIe AA— TheT AT S SUBRIT BT AT AT S & o forg
I faftre U A wd fy MU |

(&) SuRega— 9T & IURSTT T @ 3™ | AHSTT 141 © &
YT HRAT, IUIE ATl T I JAl (S fafre Susri 9
a8l e S |Gad) B A= arta ol ar fourn | s
IR a1 ST 7 | SHD d1& 39 IURTAT BT IUSRT H Aiderad BT b
fafer & SR fhar ST 8, S Ucder |ArTdll AT Ucdel Hoigyl dl Ul &,

TET T e eieT o), Sewen 5 HeT TX S |



9 UBR IUGR BT =151 Bl T3 UIel A AN, UIe Holgl, Uoie
g qAT IR BT AN TRD SUBTH & Gl aFTd S &l Il 2 |
UG BT Bl AN BT SHD [dhd Hed H A ITThR 59 W AT Bl
T BT ST B |
Illustration 6.9:

From the following particulars relating to four jobs of a manufacturer, ascertain
the total cost of each job by preparing a Job Cost Sheet—

Job 1 Job 2 Job 3 Job 4

< < < <
Direct materials 800 1,000 1,200 1,400
Direct wages 400 500 600 700
Direct expenses 80 100 120 140

Works overhead is 45% of prime cost and office overhead is 15% on
works cost.

Solution:
Job Cost Sheet
(Comparative Form)
Particulars Job 1 Job 2 Job 3 Job 4
N N N N

Direct materials 800 1,000 1,200 1,400
Direct wages 400 500 600 700
Direct expenses 80 100 120 140

Prime Cost 1,280 1,600 1,920 2,240
Works overhead (45% on prime cost) 576 720 864 1008

Works Cost 1,856 2320 | 2,784 3,248
Office overhead (15% of works cost) 278.40 348 417.60 487.20

Total cost 2,134.40 2,668 | 3,201.60 | 373520
Illustration 6.10:

The following particulars are extracted from the books of Krishna Industries—

1. The estimated material cost of a job is ¥ 5,000. Direct labour cost is
expected to be I 1,000.

2. In machine shop, the job will require machining by machine ‘Sakthi’
for 20 hours and by machine ‘Jyothi’ for 6 hours.

3. Machine hour rates for machine Sakthi and machine Jyothi are
% 10 and X 15 respectively.

4. Considering only machine shop cost, the direct wages in all other
shops last year amounted to ¥ 80,000 as against the factory overhead
of ¥ 48,000.

5. Last year, factory cost of all jobs amounted to ¥ 2,50,000 as against
office expenses T 37,500.

Prepare a quotation which guarantees 20% profit on selling price.
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Solution:
Job Cost Sheet
7 7
Direct materials 5,000
Direct wages 1,000
Prime Cost 6,000
Factory overheads (60% of wages)* 600
Machine cost:
Machine Sakthi (20 hours at ¥ 10) 200
Machine Jyothi (6 hours at ¥ 15) 90 890
Factory Cost 6,890
Office and Administration overheads (15% of factory cost) 1,034
Cost of Production 7,924
Profit 20% on selling price (or 25% of cost)* 1,981
Price to be quoted 9,905
*Working Notes:

. Percentage of factory overheads to direct wages.

Factory overheads % 100 = 48,000
Direct wages 80,000

x 100 = 60%

2. Percentage of office expenses to factory cost.

Office expenses % 100 = 37,500 % 100 = 15%
Factory cost 2,50,000
3. Profit of 20% on selling price is equal to 25% of total cost. Suppose
selling price is ¥ 100, profit @ 20% is equal to I 20. Thus total cost
=100 — 20 =¥ 80. Thus, X 20 is 25% of T 80. In this problem profit

is 25% of cost of production of X 7924 i.e. ¥ 1981.

Illustration 6.11:

The following direct costs were incurred on Job No. 415 of Standard
Radio Company.
Materials ¥ 4,010
Wages:
Deptt. A — 60 hours @ % 3 per hr.
B — 40 hours @ X 2 per hr.
C — 20 hours @ X 5 per hr.
Overhead expenses for these three departments were estimated as
follows:
Variable overheads:
Deptt. A X 5,000 for 5,000 labour hours
B % 3,000 for 1,500 labour hours
C ¥ 2,000 for 500 labour hours
Fixed overheads:
Estimated at ¥ 20,000 for 10,000 normal working hours.




Solution:
Job Cost Sheet
Job No. 415
< <
Direct Materials: 4,010
Wages—Deptt. A —60 hrs. x ¥ 3 180
B —40 hrs. x ¥ 2 80
C—20hrs. xX 5 100 360
Variable Overheads:
Deptt. A —60 hrs. @ X 1 60
B —40 hrs. @ % 2 80
C—20hrs. @ 4 80 220
Fixed Overheads: 120 hours @ T 2 240
Total Cost 4,830
Profit—25% on Selling Price* 1,610
Selling Price 6,440
*Working Notes:
1. Computation of overhead rates
Variable overheads per labour hour = Overhead + Labour hours
Department A =3 5,000 + 5,000 hrs. =% 1
Department B =3 2,000 + 1,500 hrs. =% 2
Department C =3 2,000 + 500 hrs. =% 4
2. Fixed overheads =3 20,000 + 10,000 hrs. =3 2
3. Suppose selling price =3 100
Profit =% 25
Cost =% 75

Therefore, Profit is 3—2 or % of cost.

Illustration 6.12:

The following direct costs were incurred on Job No. 239 of XYL Co. Ltd.

Materials 6,010

Wages: Deptt. 4— 60 hours @ % 30 per hr.
B—40 hours @ 20 per hr.
C—20 hours @ X 50 per hr.

Overhead for these three departments were estimated as follows:

Variable overheads—

Deptt. A—73 15,000 for 1,500 labour hours
B—3% 4,000 for 200 labour hours
C—7% 12,000 for 300 labour hours

oTrTa fEiver @t
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Fixed overheads— Estimated at ¥ 40,000 for 2,000 normal working hours.

You are required to calculate the cost of Job No, 239 and calculate the
price to give profit of 25% on selling price.

Solution:
Job Cost Sheet
Job No. 239
3 3
Direct materials 6,010
Wages Deptt. 4 — 60 hrs. x I 30 1,800
B — 40 hrs. x ¥ 20 800
C — 20 hrs. x ¥ 50 1,000 3,600
*Variable Overheads
Deptt. 4 — 60 hrs. @ ¥ 10 600
B — 40 hrs. @ X 20 800
C — 20 hrs. @ X 40 800 2,200
*Fixed Overheads: 120 hrs. @ I 20 per hour 2,400
Total Cost 14,210
Profit (25% of sales or 33'/, cotal cost) 4,737
Selling Price 18,947

*Working Notes: Overhead rates per hour are calculated as under:
Variable overhead: Deptt. A ¥ 15,000 + 1,500 hrs. =% 10 per hour
B 4,000 + 200 hrs. =% 20 per hour
C <X 12,000 = 300 hrs. =% 40 per hour
Fixed overhead: % 40,000 + 2,000 hrs. =¥ 20 per hour
Total hours worked on the job = 60 + 40 + 20 = 120 hours.

Illustration 6.13:

A work order for 1,000 units of a product passes through 3 machines for
which the machine hour rates are as follows:

Machine A 5.00
Machine B 6.00
Machine C 8.00

Material cost of work order ¥ 38,000 and wages ¥ 5,000.
Machine A worked for 400 hours
Machine B worked for 600 hours
Machine C worked for 500 hours

Upon completion of work order, material worth I 2,000 were returned
to stores. Office overheads are to be charged @ 60% of works cost. 10% of
the production is going to be discarded, being unsatisfactory for which ' the
amount can be realised from sale in the market.

Find out the selling price per unit if 20% profit on selling price is desired.



Solution:
Job Cost Sheet
Work order No................. 1000 units
¢
Materials consumed (38,000 — 2,000) 36,000
Wages 5,000
Prime Cost 41,000
Works overhead:
Machine A (400 hrs @ X 5) 2,000
Machine B (600 hrs @ X 6) 3,600
Machine C (500 hrs @ T 8) 4,000 9,600
Works Cost 50,600
Office overhead (60% of ¥ 50,600) 30,360
80,960
Less: Sale of discarded production
(Y2 of 10% of T 80,960) 4,048
Cost of Production 76,912
Profit 20% on sales (or 25% of cost of production) 19,228
Sales 96,140
Selling price per unit = ¥ 96,140 + 1,000 units = I 96.14

J9-fI grfad SITfaw (Check Your Progress)

1. faf &1 v FEl fHar Sar 8 SiEl AR B R
fPy U Suert ¥ & wu H AT S Fhar 2

(a1) SUBTAT ANTA @) uRares arTd
(%) SuPr oI @ T ¥ P A T
12. SUGR BT AR 99 & oI uygad fovar mar 2|
(81) SU AT U () uRermer oNTd u=d
() SATEH 3T U= @) 3 | DI A B

13. UP QUGN 3 SUBR H WAl 3T Bidl & dadl SH UTEh]
% Ry fRegarR g1 eI o 2 59 ana s @

PEd © |
(31) wfshar &t (@) uR=EmTe arTd
(%) SUBR AT @) 3 | DI A B

oTrTa fEiver @t
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6.4 URATe /a1 @ira fafer (Operating/Service
Costing)

SIEEal
AT ANT S 97 Faardl # AN Bl & S agdl dl Sedra T8l B
gfedh HA Y™ &R 8 | HaT UG B I AT HI YR AT dgd
2| R et § a1 anra AfYy =g Sl 8, S96 SereRvr fe g
() 9@ TR HHN (SR— 99, §b, cadl, 3Mf3) |
(i) N1 4T (Railways)
(iii) T 4T (Air service)
(iv) 8T (Shipping)
(v) aSTell ERee 9 Ul Aeells |ar
(V1) ST
(vii) DS T Bed
(vill) faermerT 4 ESSEAE
(iX) TRUTfTHT (SII— AHTS Wal, TSH YHIeT Jal, ) |
(x) 94T (Cinema) Ud Gif$ar aTgsiRy, 1 |
H3 AT HHIN & Har T /{1 Jar danTa S ugad &1 S
2, OI— B, JAIRe yRdsd Hdl, efdd—8 (Power house), TS |
faRiyand— 59 e #§ uRares ara ffd ggaa g & s e
faeryaTt urg Sl 8-
() TTEDT DI YSTH B TS JAaATg AfFAT YHR BT Bl 2 |
(i) o Yo Fraer &7 SrfdewTer WRT veng it H o gIar € qer
Frfefier Ooft @ forg o f¥r &) snavgdar gl 2|
(i) TTRTAT BT oIS de URad=eieadT § aeiiexor fa9y 8w vadr &
g | SR & forg, afe %7 # Y i ot & sy & o uf I
ST HH BT I © |

6.4.1 UYRdE @Td fafer (Transport Costing)
gRIET FaRl & drTd &1 FeRer uRaegs arra fafd & sravta faear ST
2| O— 99 qar, fadt, ol R, g@ Jar enfe o arTg fHeiRer § 59
fafsr &1 warT e g
S (Objects)
aRaE arTd Mg & @ 9oy FETgaR g
1. ATl QAT AT B AT B & YRATAT AN & MR R T HRAT |
2. TR R & S arell aredl &1 I fhwrn qea iR we|




JET 2f e S {3901 (Daily Logsheet)

3. Uh I8+ Bl GRATAT AT Dbl oIl TR a8 bl YRerel= orTd

A PR IAD! JoIHD ATGIDAT DI JIT HRAT |

4. T DI ARl B TIRT B GRATAT AN DI oI (BRI W AT T
qrEdl ® fHRIU B TR A BT
5. TOUTTT TT =0 TARTHAIST Bl IR AT Wl UG BRI Bl

CIIT =ITd PXHAT |

6. USTH, AR¥AC AT 3R STl UR f=r&re==ror T |

U a8 & oIy Yorh 9§ U Rabrs &1 Sl & o/ Il ofvids wrd
fIaRoT BRa 2 | I8 fAaRor 9184 dTeie & Ui el & forad g8 ufafed &
Y AR B agd g Hafd wu § WRaT 2 | S9H dred O ge

ATATSN BT HRAT, JIERT P 6T, [haAriex § g3, I99, Ui &l @ud,
anmfe At gE=mg <1 B 2| 9@ T fF @, 9.1 # fear a2

T ofie & faaxer

Daily Log sheet

VehicleNo. ....ccoveveeueernienenns Route No. ..c.covevvvverrrnee
Date of purchase..........coceueveeene | D)5 17/C RN
Make and specification .............. Timeleft garage..................
Timereturned ...............
Praticulars of Trips
Trip From| To Tonnes Kilometres Time Remarks
No. or Out | In Hrs.
passengers taken

o &, 6.2: arEAT AfTHd B fqavor
6.4.2 <Td fEiRoT 1 Hrifafer (Costing Procedure)

URaed dHRE H AR MEReT gg Ue UREed AN fdaRer uF
(Operating Cost Sheet) TR a1 SITaT & | 9@ 999 &1 AT 39 IR A

T—
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1. ¥a1 &1 sorzal AufRT ST (Determination of Units of
Service or Cost Units)— URdIsd TNTd A8 H oI W91 U Sfad NI
SPTs (31AAT HAT DI SHIS) BT TIF HRAT © AN IHISAT & YHR Bl B
Aadl 8- AR 9 fHf3a—

(i) GTEROT ARTd $®T8 (Simple cost unit)— ST Ui fahatiiiex a7 gf
et | 39T A1 ® T U args I I @ ufd fhamiex ar ufd #iel arra
SITd hNAT |

(ii) 39 @FTa &1 (Composite Cost Unit)— 54 a3 gRag #
gfer I faretiiiex (Per passenger km) T ATeT uRag # Uit e fretiiiex
(Per tonne km.) | Uit I fheiriier &1 AU 8 U A1 BT U fhaimies
@ AT DI ANTG a1 Ufd e fhariier &1 o1t g ufd e A1 &1 ufa
fhaRier &1 o |

2. AITd Adferd &RAT (Compilation of Cost)— TRagd rTa fafer #
ArTdl B = yeR | frfora faear T g

(i) ¥l =4 (Fixed or Standing Charges)— 3 T 9 € S dl89 &
IS AT 7 T A YA 8l BT & | TN UGl H, a8 Fells off <&l ©
J1eraT 81, IR ANTd a1 Wd B 8 8 | IR AnTdl @& SeER 39 UBR
28— INST BT B, TS &7 141, 899 & BT 9 F8d B (Licence fees
and road tax), ITeTd T AR (A YT A1 AR AR BN, s | IS
ISl IR 16T ARTal | AT AT 81l a1 1 AT IR &arol T Ry
S AT ST © | afe g™ (Depreciation) 31afS & MR WR @To1 fahdm SITaT
2 T 39 Rmll &g 9Hd € @R IfT s fHeier & MR W fAdrer oy
ar 39 uRad-eliad ANTdl (Running costs) § Afferd fam ST 7 |

(i) yRad=efiet <9a (Variable or Running Charges)— 3 @A d & I
T FfId BIedl €S9 are drel= | 81 | Sid ared YANT H T8l 8l ol I8
NI &I 81 BRI Ugdl © | d18d & ¥ ulRered 9 I ANTd S
U # 98 I § U] Ufd farier aRacd-eie orTd Il & € |
SISTel, Ugiel, del, W 37fe UR Y, ATl T dhuede] &l Holgyl (e 3
gfal fharier & AR 8l), AvFd 9 EREM R &Y, TRR g <Jd &l
ferarae, snfe aRad=eliar arrdl & IR 2|




Operating Cost Sheet
Vehicle No. .......cccoveveeennee. Period........ocoeeeveennne
Cost unit........c.cceeveveerenneee. No. of cost units..........
Total Per km.
4 4
Fixed Costs (or Standing charges)

Garage Rent

Road Tax

Insurance

Manager’s Salary
Office expenses
Interest on Capital
Driver’s wages

Total (A)

Variable (Running) Costs
Depreciation
Petrol or diesel
Lubricating oil
Repairs and Maintenance
Tyres and tubes

Total (B)

Grand Total (A + B)

a1 B Ufq $BIE AFTd B 70T (On Calculation of Cost Per Unit
of Service)—

IRIET HFIT §RT UG AT & A Shrsdl T Bl & sdfad ufd
SHIS AN Udh AT AN Bl & | URT Sdls AR &l ITUET el orTd
DI fel Pl W AT RS DI G 8| O b YRTST Bl U HI_A DI
B URETAT AN 24,000 T 8 TAT b HeH H gRdsd 6,000 fob. . =il
g O ufy {6 M. aa = 24,000 + 6,000 km =T 4 B8R |

g e fo. M. wd aftifsas e f&. M. (Absolute and
Commercial tonne Km.)—

gRags arTd fafd 7 fAfSa arra garsar (Composite Cost Unit) &1 UHR
DI B 8— fRuer g aiforaes | fARUer 29 f%. M. (Absolute tonne km.) &1
TOMET H G &1 WA Bl g DI < . H. H gAh—gord fFdbrdd B s
o ST 2 R arforisge €1 fob. M. (Commercial tonne km) &1 IO H
U ITAT BT Udh FRYUT ITAT AT ST & 9 YR X & fob. AL BT |
A & O wR BTl ST 7 |
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Illustration 6.14:

A truck starts with a load of 10 tonnes of goods from station P, It unloads 4
tonnes at station Q and rest of the goods at station R. It reaches back directly to
station P after getting reloaded with 8 tonnes of goods at station R. The distances
between P to O, then QO to R and then from R to P are 40 km, 60 km and 80
km respectively. Compute absolute tonne km and commercial tonne km.

Solution:
Absolute tome km = (40 km x 10 tonnes) + (60 km x
6 tonnes) + (80 km x 8 tonnes)
= 400 + 360 + 640 = 1,400
Commercial tonne km = Average load x total kms
( 10+ 6+ 8
= T) tonnes x 180 kms.

= 8 tonnes X 180 km = 1,440 km.
Ilustration 6.15:

From the following information, calculate (i) total kilomeres, and (ii) total
passenger kilometres.

No. of buses 4

Days operated in a month 30

Trips made by each bus 2

Distance of route 100 km (one side)

Capacity of each bus 40 passengers

Average passengers travelling 75% of capacity.
Solution:

(i) Total No. of kilometres
= No. of buses x No. of days x No. of trips x Distance per trip
= 4 x 30 x 2 x 200 = 48,000 km.

(ii) Total No. of passenger kilometres
= No. of buses x No. of days x No. of trips x Distance per trip
Capacity x Average capacity utilised
= 4 x30 x2x200 x40 x 75% = 14,40,000 passenger km.

Illustration 6.16:

A transport company, is running a fleet of six buses between two towns 75
km apart. Seating capacity of each bus is 40 passengers. The following particulars
are available for the month of June 2008.

4 4
Wages of drivers, conductors 3,600 Taxation, insurance, etc. 2,400
and cleaners
Salaries of office and other 1,500 Depreciation 3,900
staff
Diesel and other oils 10,320 Interest on capital 3,000
Repairs and maintenance 1,200



Actual passengers carried were 80 per cent of the seating capacity. All the
buses ran on all days of the month. Each bus made one round trip per day.

Find out the cost per passenger-kilometre.

Solution:

Passenger kms for the month are calculated as under—

= No. of buses x Distance x Capacity of each bus x Actual capacity
utilised x Round trip x No. of days.
= 6 x75 x40 x 80% x 2 x 30 = 8,64,000 passenger kms.

Operating Cost Sheet
for the Month of June 2008
Passenger km. = 8,64,000

Standing Charges:
1. Wages of drivers, conductors and cleaners
2. Salaries of officer and supervisory staff
3. Taxation, insurance, etc.
4. Interest on capital

Variable Charges:
1. Diesel and other oils
2. Repairs and maintenance
3. Depreciation

Total Cost

< <
3,600
1,500
2,400
3,000 10,500
10,320
1,200
3,900 15,420
25,920

Cost per passenger km. = Total Cost + No. of passenger km.
=3 25,920 + 8,64,000 passenger km = 3 Paise

Illustration 6.17:

From the following data relating to two different vehicles 4 and B, compute

the cost per running mile—

oTrTa fEiver @t

Vehicle A Vehicle B
Mileage run (annual) i 15,000 i 6,000
Cost of vehicle 3 25,000 3 15,000
Road licence (annual) i 750 i 750
Insurance (annual) i 700 i 400
Garage rent (annual) i 600 i 500
Supervision and salaries 3 1,2000 3 1,200
Driver’s wages per hour i 3 i 3
Cost of fuel per gallon 3 3 3 3
Miles run per gallon 20 miles 15 miles
Repairs and maintenance per mile i 1.65 i 2.00
Tyre allocation per mile i 0.80 Re. 0.60
Estimated life of vehicles 1,00,000 miles 75,000 miles

faferar
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Charge interest at 5% per annum on cost of vehicles. The vehicles run 20

miles on an average.

Solution:

Operating Cost Sheet for the year ending.........
No. of cost units — A : 15,000 miles; B : 6,000 miles

Particulars Vehicle A. Vehicle B
< <
Fixed cost per annum:
Road licence 750 750
Insurance 700 400
Garage rent 600 500
Supervisory salaries 1,200 1,200
Interest 5% on cost of vehicle 1,250 750
Total 4,500 3,600
Fixed cost per mile (Fixed cost + No. of miles) (4) 0.30 0.60
Variable cost per mile:
Drivers’s wages (X 3 per hour for 20 miles) 0.15 0.15
Fuel cost per mile 0.15 0.20
Repairs & maintenance 1.65 2.00
Tyre allocation 0.80 0.60
Depreciation (cost + estimated life) 0.25 0.20
Variable cost per mile (B) 3.00 3.15
Total Cost Per Running Mile (A + B) 3.30 3.75

Note: In transport costing, interest on capital is generally included in cost.

Illustration 6.18:

Union Transport Company supplies the following details in respect of a

truck of 5-tonne capacity—

Cost of truck

Estimated life

Diesel, oil, grease

Repairs and maintenance
Cleaner’s wages

Driver’s wages

Insurance

Tax

General supervision charges

< 90,000
10 years

T 15 per trip each way

% 500 per month
% 250 per month
% 500 per month
% 4,800 per year
% 2,400 per year
% 4,800 per year

The truck carries goods to and from city covering a distance of 50 miles

each way.

While going to the city, freight is available to the extent of full capacity and

on return 20% of capacity.



Assuming that the truck run on an average 25 days a month, work out—
(1) Operating cost per tonne-mile, and

(i) Rate per trip that the company should charge if profit of 50% on
freightage is to be earned.

Solution:
(i) Operating Cost Statement for the month ending......
Tonne miles = 7500*
Per Per
month  tonne-mile
7 7
Fixed Costs:
Driver’s wages 500
Cleaner’s wages 250
Insurance 400
Taxes 200
General supervision 400 1,750 0.233
Running (or Variable) Costs:
Diesel oil, etc. (15 x 2 x 25) 750
Repairs & Maintenance 500
1 1
Depreciation (90, 000 x — x —) 750 2,000 0.267
10 12
Total 3,750 0.500

*Note: Tonne-miles are computed as under—
[(50 x 5) + (50 x 1)] x 25 days = 7,500 tonne-miles

(i) Calculation of Freight Rate Per Tonne-mile & Quotation

Cost per tonne-mile Re. 0.50
Profit per tonne-mile (50% on freightage is 100% on cost) Re. 0.50
Freight rate per tonne-mile Re. 1.00

Freight rate per trip both ways = Re. 1 x 300 tonne miles = ¥ 300.
Note: In one trip (both ways) there are 300 tonne miles i.e., (50 x 5) +
(50 x 1) = 300.
Ilustration 6.19:

A practising Chartered Accountant now spends ¥ 0.90 per kilometre on taxi
fares for his clients” work. He is considering two other alternatives, the purchase
of a new small car or an old bigger car. The estimated cost figures are:

Items New Small Old Bigger
Car Car
Purchase price 3 35,000 20,000
Sale price, after 5 years i 19,000 12,000
Repairs and servicing per annum i 1,000 1,200
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Taxes and insurance per annum i 1,700 700
Petrol consumption, per litre 10 km. 7 km.
Petrol price, per litre i 3.50 3.50

He estimates that he does 10,000 kms annually. Which of the three
alternatives will be cheaper? If his practice expands and he has to do 19,000
km per annum, what should be his decision?

At how many km per annum will the cost of the two cars break-even and
why? Ignore interest and income-tax.
Solution:

Statement showing Comparative Costs of Alternative
Modes of Conveyance

Item New Small Car Old Bigger Car  Taxi
7 7 7
Fixed costs per annum:
Depreciation 3,200 1,600
Repairs and servicing 1,000 1,200
Taxes and insurance 1,700 700
Total (A) 5,900 3,500
Variable costs per annum:
Petrol: 10,000 km. (B) 3,500 5,000
Petrol: 19,000 km. (C) 6,650 9,500
Total cost:
10,000 km (A + B) 9,400 8,500 9,000
19,000 km (A + C) 12,550 13,000 17,100

Conclusion: For the present practice of 10,000 kms, the total cost for the
old big car is the lowest and thus this is the cheapest alternative. But when
practice expands, the new small car will be the cheapest.

Break-even point

Difference in fixed cost between old and new car

Difference in variable cost per unit between old and new car

35,900-3,500 2,400
35Paise 50Paise  0.15

=16,000 km.

At 16,000 km per year, the cost of operation of the two cars will break-
even. This is shown below—

Total cost = Fixed cost + Variable cost at 16,000 km.
For new car, total cost = 5,900 + 5,600 =% 11,500
For old car, total cost = 3,500 + 8,000 =% 11,500



14.

15.

16.

17.

18.

J9-fI grfad SIfaw (Check Your Progress)
I FaErd P U o] Bl € S aRgal Bl It
T8 Hd Ifetd Hag UeH B 2|
(a1) ufehan AT @) uREres AT
(|) S & AR (@) 3 | DI A A8
gRere arta faf ama &t Fifipa foHar Smar g |
(1) %er$ vd R+l aINTd
C)RNGEIRESIH]
(9) wea= T
(@) <SS BIRET

IeE URdEd HHAI IR 9 Bl Uh HIE H URATAT  AIRTd
48,000 € AT 39 AE H IR 9 12,000 fharier T g
T SHGRI & IMUR TR YT fheMier & oNTd &l 9T HIfTT |

(a1) X 4 @) T8
(@) % 12 (@) T 48

FrfRad STMeRI @ MER R §Hdd UHoR [HaAMIe &1 IToHET
HIFY |

TH B H=T = 4

g9l &1 Th 7 H uREed e = 30

TH & 4 9% 9¥ @ fgu = 2

JET A9 B g = 100 [HFARIER (Th TRE BI)
g4 DI IR GEAT = 40 AN

AT AT IR = q9 D A & D 75%
(31) 48,000 fdHeAriex (@) 14,40,000 fHarex
(4) 19,20,000 fdreirex (&) 19,20,000 fdairex
frfaRad AR & MR R FHof fhaAries &I TUFET S |
THl B H=T = 4

gl B UH A8 H ulReEred f&F = 30
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TP o § e 99 & g = 2

AE AR B = 100 fhAMER (TH TG HI)
g DI AR &EAT = 40 I

AT IE FHR = 99 DI BN AT D 75%
(a1) 48,000 fdretrIex (@) 14,40,000 fHeAMIER
() 19,20,000 fHeAr™ex (&) 19,20,000 fHeAm™IER

6.5 3Ol YIfa ST =l @ SN (Answers to

Check Your Progress)
1. (31) 7. (31) 13. (9)
2. (49) 8. (a7) 14. (@)
3. (@) 9. (W) 15, (31)
4. (a1) 10. () 16. (31)
5. (d) 1. (9) 17. (9)
6. (] 12, (31) 18. (37)

6.6 NI (Summary)

3BT AT Al SRl ArTd fafd BT & Yo ®URoT 2 3R S BRI g QA1
SrTe faferal & ora F1giRer & RigT=T T FAM SN 81d € | ST BT DI
AT FHI0T W91d BT BIAT 8 39 YU &R+ & oIy g ay ol o o |
ST oI fAfr & 1 ued— (1) ST STaT (2) SHAR B & | SHI BRI SHAR
DI AT Tt UR SATBR HRAT BIAT © | ShT @] TR S BT [Tl Bl
2| 9 o W FHERd S& §U AT—8I BT S BIdT & | SHaAR Bl JAIO
S BT Yd X W YA (BT Sl € | ST i g av & qul 84 &
PR AT B MR TR Bieud ot Bl TUFET BT Sl & | SYBR ARTe fafer
H B AEDI B MY W BT 2| UIS U BRI BT 9+ & fIermar g
g | arTa fafdy § AmTd &1 fReRer SUBR AR usd & BT S € w®ife
Sifg &1 BIe H SUGR AR g5 # {6y 17wt a1 awqel faavor grm 2 |
ISR NI A &1 ISl NI U=dh Jd Yelkd © | ¥aT Y& 6
qTell AT §RT S9! AT AN a7 Jod & FeRr & forg gRarerd orra

fafd g1 fovan T 21 S99 fAfY g1 318 &1 o &1 gRer gar 2




6.7 Y& veardcil (Key Terminology) e fa@zjf

e ST T foerfRor fafer (Contract Costing): &1 orTa fafdy B feogofy
AN It &7 U U=kl § 39 Ay § SdhaR der Soherar 4 gdb
FEiRT qeg R MUiRT SR 9979 @d d Uy SR GR1 HR+1 BT
T B | S AT B 3B Bl T IR B B SHAR Bl &
$IPT oRdihd B BT fafy &1 3a1 arra faeivor fafy sea 2

e 3HIGR (Contract): & & G HT I8 U&T I SH BRI B B
WEHfT Ug HRaT ¢ |

e SHIGTT (Contractee): Sh & ITII™ BT I8 UeT SHI BRI HRa™ D
fo FeAfd U™ &RaT 2| A1 SHeER e e A P BT ¢ |

e S&T Y (Contract Price): 79 Jod TR SHaR &1 oA & oy
FHf Y& HRel & |

o UHIOTA SR (Work Certified): 1] 11 &1 98 9RT & 5 SHIaTAl
@ RIIHR 37@AT SR gRT PFTAE & forg wiepd fhar S & |
o UHITA ST (Work Certified): T1e] BRI BT 98 A1 2 1 Sdhrarar
@ RIIHR 37@AT FONTR gRT T & forg wiepd fhar S = |
o YHATIOIT BT (Work Uncertified): =7c] &1 &7 98 91T © O/

SHIETT & RIUBR 3FdT SOIRIR §RT YA & oY 3Raiige febar
ST 7

o ARG fA (Retention Money): THIT &1 &1 yd feiRa o
& SIFAR T XA BT I & [HIT ST &7 g8 AR 8 | AT S AT
TRTG B AR B BT R HRA H X0 & Y AN & Ul SHed &
®q H RADBT TS A DI AR |

o gfE araAier (Escalation Clause): 9$—dS S &I YU R &b (oY
FE 9§ o A § ol Ay H ARl g den oW o’ H gfg &
Faodl 2| 39 gfg 3% SHIR BT B arell Bif @1 afr g & forg
3% © # Wl T W WK § S gig TR FEd & |

o IJFTfIA A (Notional Profit): $H <M &I 0T =Te] BRI H 9
fhy ¢ BRI & AT TSI B BT O B |

e @A GiI$ 3®T (Cost Plus Contact): S& &1 AT 3rga= fora

SHIGTAT ShaR B ARATID AN R HH TR T SIISHR I
AT T
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e JU ST @NRTA (Sub-contract Cost): T SHER R 3T SHaAR 3
TR S B AR BRI I AR HRATT & S AN IU Bl

3BT oI had |

e IIREVT ANTd (Maintenance Cost): SHT BT BRI AHI Al URT &
SIF & BRI S $T THI AT FHIE 819 dP BT BRI BT &R
P TEY P AN 2 |

e SUGR @Ta fafer (Job Costing): fa=Iy amesr arra feiRor fafy &1
g WU T S g8l YART &I Sl 8 Sfal UTedl @l fI9Y ART & 1 9R
fhar ST ¥ iR Ud® SR Sehd W HT ol B | B uT:
hag! T GBI H el (BT Sar & IR R ufhamsil | a8 [orRmr
2 7 Rk Uga S drell saTsdl Bkl B |

e SUGR A U=® (Job Costing Sheet): I8 T3 A9 UG &
g eiRa 98 ume & e [y Susr @n—aar fear g
IHPBT RT BIAT © 59 MR R T fa9Y SUsRy & arTd el

T ST & | SU AN D SUBR] BT A TSl AT ST & |

o URETA wrTa fafér (Operating Costing): I8 ot fafdr <4
JTAR & oIt AF] B 8 T G311 BT ST 8] B dfod HaTy
Ue™ B T |

6.8 Yd-YoATd- YT Ud JXATH (Self Assessment
Questions and Exercises)

o] S<XIIA YT (Short Answer Type Questions)
1. SHIEN 31 W HIFY |

Explain the meaning of Contract Account.

2. oITd Sirg ST a1 3ref BT |
Explain the Cost Plus Contact.
3. UAIOR T STAI S &7 3l T Sifoiy |
Explain the meaning of certified work and uncertified work.
4. AR R BT 3T WE BIRTY |
Explain the meaning of Retention Money.
5. SUGT NI fafer &7 3ref e SIfoTy |
Explain the meaning of Job Costing.

6. SUBTI IR U & 37 Wee Py |

Explain the meaning of Job Costing card.



7.

IR AT BT 31 W HIfTT |

Explain the meaning of operating Cost.

<rdl ST 999 (Long Answer Type Questions)

1.

SUGTT AT fAfT g 3T a7 fafd & SR HIRTU qoIr 3T arTd
Yy & favy Fefor gdrsv |

Distinguish between job costing and contract costing and state the special
features of contract costing.

ST QI AT BIAT 27 $HD! IR B & o1y b Ag<aqul a1l &l
I # T ARy |

What is a contract Account? What important points should be kept in mind
while preparing it?

ANTA—SITS 3BT | MY T FHSd =7 fobeT qomen & I8 fafr wamr
® S 57 39 A & @ i g?

What do you understand by ‘cost plus’ contracts? In what circumstances
this method is used? What are the demerits of this method?

YU BT TR AT DI IT0ET HR+1 HI A= fARRT Far 8?2 IR0
afed @asRy |

What are the different methods of calculating profit on incomplete
contracts? Explain with examples.

YU BT R AT I 0T & RAGIAT BT qoid B |

Explain the principles involved in taking profit on incomplete contracts?
SuBR ArTd ey o) uep fewofl folgy | g8 foo e 4 s
NSISUR:T

Write a note on a job costing. In which industries is it adopted?

IUGR AN A & qeg dteror @i 8?7 59 Ay & srid dnTd
fqaRoT U= &1 urey AR |

What are the main features of job costing? Give a proforma cost sheet
under such a system.

IUGR AT (A & =T T &1 57 IUBRI AT (9 & 3=l
nTd fRerRer @ foranfafer &1 Herg # goiF &

What are the main features of job order costing? Describe briefly the
procedure of recording costs under job order costing?
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9.

10.

HAT AT T 2?7 ANTa ek &1 g8 A fha—fdba Sem d o
BRI ©7

What is service cost? In what industries is this method of costing
applicable.

(@) AT & YIS IHIs A 3T T A 57
What do you understand by Composite Cost Unit?

(@) AR TN uReEmels dRTdl H TR R §U YD & QI IGTeRV]
QST |

Distinguish and give two examples each of standing charges and
operating charges.

6.9

AE—$ ey AT (Suggested Readings)

10.

11.

Cost Accounting Theory, Problems and Solutions, Author: M.N. Arora,
Publisher: Himalaya Publishing Housing, Mumbai.

Cost Accounting; Authors: Prof. M.L. Agarwal and Dr. K.L. Gupta,
Publisher: Sahitya Bhavan, Agra.

AN oI, olgd: HITd, e, I, UHRH: RS UfefliT
BHH TR |

AT oG Aglf~ad Ud fhdrcd; olgdh: T UH. HRYaNT TH.TH.
orTel, UdbTeTd: HEAR UhieH, faeel |

Cost Accounting— Text and Problems, Authors: M.C. Shukla, T.S. Grewal,
M.P. Gupta, Publisher: S. Chand and Company Ltd. New Delhi.

Cost Accounting— Authors: S.P. Gupta and Abhay Sharma, Publisher:
V K. Global Publications Private Limited.

Cost Accounting and Financial Management; Author: CA B. Sarawana
Parth, Publisher: Wolters Kluwer India Pvt. Ltd.

Advanced Cost and Management Accounting: Problems and Solutions:
Authors: V. K. Sexena and C.D. Vashit, Publisher: Sultan Chand and Sons,
New Delhi.

Cost Accounting— Theory and Practice; Author: Bhabatosh Banerjee.
Publisher: Prentice Hall India Learning Private Limited.

Cost Accounting— Introduction and Basic Concept; Author: Minaxi Rachchh
and Gunvantrai Rachchh, Publisher: Vikas Publishing House.

ANTA REIh; oigd: AN, AIRYaR], Hdd, 3MNTdTel, I, UhIeTD:
JRATS! YFARNT BTHE, SR |




SHIS — 4 T ST i

AT 7 YfhAT AFTd @i d feraofy
(Process Costing)

HIAT (Structure)

7.0 U=y

71 ST

7.2 & faeryang

7.3 Ut avTa fafdr @ Suerd arra fafer # o
7.4 Ufhar arTa iR o Hrifafer
7.5 Ufshar e

7.6 ITUHAT TH

7.7 U WY SN g9 & SR
7.8 AR

7.9 Y A&

7.10 W-HIATh YT Ud IR
7.1 FEISD YIS AU

7.0 9R=I (Introduction)

ANTa FERr @1 1 fAfe=l # 3 ufhan amTa fafe awiaa: 9a9 e Wy
A ygad B arell [ 21 I8 faf S99 Ser 4 Swdangdd g S
Aol & R A9 a¥gsll &1 SdTed ¢ UM R BIAT § | 39 Serl |
|l ITe Ufhay AFGIPd BIdl € e ScdIfad avgy sy il © |
ITeH & ol Fed Al BT FR<R ®U I $g Iedra UlshIRil § I IR
BT & TAT U UhAT ITUTGH BT U =RV B © | Y2 UshT BT ScareA
A Ul | Fedl ARl & WU H SRR [T ST B, g8 Uik
BT ST A gfehar # wedl Al & WU 9 e fear S g,
T A BT AW Tl Ufhar H BT gl 59 YR Sded S gol &
ST © | SR Il H, Ufshar onrd fafd & sraia uies fUwell ufshar &
IaTfad AU HH H A Tl UlhaT & oy dedl Al & w9 H ugad
Il &

5T S # ufshar arTa e JraTs Sl & S7db S&TeRvT Fforaa
S
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EESIRER] Aric &t
DTS A RgS TN

ST TAT 8T SN IRTE T gIf=ier ST
QS dd S e A ST
CERSINRGIRSTIN] arer e

71

ST (Objectives)

Y BT Ug & dIg II—

o UfhaT TNTd fgRoT fAfyy &1 31el HHs™ H HEES |

o UhAT SFTT FeiRoT e &1 Sugaaar ¥ H HERI |

o UfhaT arTa fafe e SUsr aFd fafyr # R FHsH # A8 |
o UHIT TFTA MERUT &1 HRIRAY T § HERI |

o TTHNY BT TAT AT B H 3R He H Hed |

o SNATATY ofTY 31dT gad AHsH & WS |

7.2 H& fqQivard (Main Characteristics)

gfshar amTa fafey o g favmwany ffeRed &

1. T4 =W H Uik anTa TS =g il & 94 del ScaTed B
DI Hs Ufsharlt # oo fam Sirar 2

2. fafr=1 uforamett &1 @ falre vd gd ff¥=a ger 2 |

3. SIfed IRIY TAT 3FTd UTHAT Yhwy Ud AFdIhd Bl & |

4. 9D UlhIT B ITad ag IWTell Ufshar & oy dedl Al &

®U H TART HI S 2 qAT S7~H Yihar $HI Iaad RN [ 7
f4f¥a ¥t @ (Finished Stock Account) H SXITIRT &I I 2 |

5. G UfhAT BT ST 31T I S Bl SIrdl & |

6. SIS I B! Ul SPIg AN NFT AN Bl © [STga! TOMET
UfshdT ® ol AT DI I9 Ulhar # AT gdhrgal ¥ AT Q@R
[REaIR IS

7. ITEH UlhAT H ARRN &1 HB B BT BFT WMIAD © a2 §9
T2l far ST Addr 21 I8 BN 919 999 & HROT IR H HH AT
Wlol IT 3 & & ®©U § & Adhdl 2 |




8. IcUTe Ufshal # J a%] & ST & AR by Gl ARAT b7 @F1q oAt
(Joint products) T 0T RGN (By-products) HT ITGH 4T BIc]

2| 39 G g TI0T RGN BT AR FEROT AT U Hfod HRI

BT T |
7.3 yfshar arra fafer qe=n Susrd @rra fafer |
31—d¥ (Distinction between Process Costing and
Job Costing)
gfshar aTa fafey den Suserd arra AfY & = ok 1 UaR 9 8-
g AT 13 Syare ST fafer
1. b T UAd UfhaT B AT $‘H"i U ST Tdh oI Td 5@]{5( gldl
ST @1 ST & oI Ul 318 aTd | ! e gere A iid &l Sl © |
3T AT BT & |

2. A SHhIsdl Th Fa il & dr
IaTeH Ufhar A A9d YBR Y Bl
=l

3. T3 DT ST HReb [dehd B TR
T 991 fear o 2|

4. ATTAl BT TorT fafdree srafyy & o
¥ B I 2

5. Uh UlhAT Bl AN, HH H IWToll
gfehar & SET=aRd &R <l STl 2 |

6. IcUTG PR UPIcT BT B D BRI
T aY & JIRFT H dAT 3 ¥ ATe]
B BT WClh B U i aeror
1T 2 |

yAd SUBH, Sl AN §dbls 8l o,
A QUBR H F=T BIAT § T IATEH
B YrEdhl & FEegAR fhar S 2 |

I3 P ITET UTSHI A AT Pl
oIt W S g |

AT T 0T SUBTT BT THIT TR BT
ST 21

Th IUGR B ARG GO UG H

BTIRT T8l DI oIl |

T 9 @ IRF H 7@ 3 H ATl
B 81 | FhdT 8 IR 1 | B e |

7. Jfp Ied TRy qAT BRI

I TH BRI TR UGN | 4=

UfshaT¢ AMBIGd Bl © AT

Bl 8 STy T =17 aruetTeh

AT A ra=om SYUEIThd Xl BIdl =

HfST BT B |

feoofy
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7.4 Yfspar arra fAgiRer &1 srAfafer (Process

Costing Procedure)

9 arTa eiRer fafy § g @R 9 UeR | g

1. FREM & Hel e dd BT A= ufdharil d afiga fear
ST 7 |

2. AP UfhAT BT Th 3T WAl Il STl 2 |

3. TP UfhaT W & QT Uell § gI—al dict™ 947 folv 9 8 | T
DIGH DAl DT TAT GART GARIRT BT | T V&I, H U Ufshar
G H RN & ATI—ATY ShIsAl BT oidl W W1 ST 2 |

4. YJP YihdAT WA DT TIeT TR AIRTd, 319 IR a9l SuREdr
sfde & foar 9 2

5. GAd FIhAT BT IUTEH TAT D! AR HATTHR IWTAT Ulhar H
TRIIRT BT ST 2 |

6. I Iff~dq UfhaT b1 IdeT AHd Wi W H sWRd B
fom e 2

7. 9 g1 AT 3T AT 8 2 | 4fs vl STfad sdrsal Uk
FHM BT 8, U §PbIs AT ST DR & o UfhAT T ol AT
BT THISAT DI =T T 9N B &1 SIrer 2 |

Process I A/c

Process II A/c

Process III A/c Finished Goods A/c

Dr.
Input

Cr.
Output

Tr.

Dr.
Input

Cr.
Output

Tr.

Dr.
Input

Cr.
Output

T

Dr.

Cr.

o #. 7.1: ufpar g fAuizer &1 srifafer

7.5 ufshar & (Process Losses)

511 fofoh st # ufshar arra faf gm0 Sl @ S U avg @
IATEH YT & SR AT @ BB B 31aT & BT WMIfad il 2 |
9 BIN BT &1 a1 H die] Sl 3— AMR 8 Qd S r= 81 |

A= gfsbar g1f1 (Normal Process Loss)

=T B W A B &1 SS9 991 9 8 S 9= gImel H Sdred
FR R AR wY F B 2 701 fo 9 g 7121 foar S wahan | et srgva




@ JAER W I8 AN 111 forar SIrar © b Seurest ufshar | G fbast  9lar o eraiae
Ui & B @MIfd 2| 39 9 81 ded & | 9 BN @

ISR 39 UPR §— IAe UfhAT § 919 & HRUT goid HH &l ST, feugofy
R gREd, gRIeTor A1 99 & fofy yeamexer (Withdrawl), 3MfS |

WM 8T &1 @@l (Accounting Treatment of Normal Loss)—
AW B 3T e B ufthar @ # wfee ug # fomar o 21 afk
9 & B Dlg (AT I B O IHA YA WA Bl siee B
AT © | A B @1 IR ufhar & el g8 oreel S@sdl R usd
g R S ufd s&E g 9¢ oIl B |

Illustration 7.1:

The following information is given in respect of process A.

Materials 1,000 kg. @ R 6 per kg.
Labour < 5,000
Direct expenses % 1,000

Indirect expenses allocated to Process A X 1,000. Normal wastage 10%
of input

Prepare Process A Account when:
(a) Scrap value of normal loss is nil.
(b) Scrap arising out of normal has a sale value of ¥ 1 per unit.
Solution:
(a) When scrap value of normal loss is nil.
Process A Account

Particulars kg % | Particulars kg 3
To Materials 1,000 6,000 | By Normal loss 100 —
To Labour 5,000 | By Transfer to
To Direct exp. 1,000 Process B 900 13,000
To Indirect exp. 1,000

1,000 13,000 1,000 13,000

Cost per unit =% 13,000 + 900 units =X 14.44

The normal loss is absorbed by good production and as a result the cost
per unit of good production inflates. When there is no loss, the cost per unit
produced is X 13 (i.e., 13,000 + 1,000 units). But when there is a normal loss,
the cost per unit is higher at T 14.44.
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(b) When scrap of normal loss has a sale value of X 1 per unit.

Process A Account

Particulars kg % |Particulars kg 3
To Materials 1,000 6,000 |By Normal loss 100 100
To Labour 5,000 |By Transfer to
To Direct exp. 1,000 Process B 900 12,900
To Indirect exp. 1,000

1,000 13,000 1,000 13,000

Cost per unit =¥ 12,900 + 900 units = I 14.33
Whenever any value is realised from the sale of normal wastage, it reduces
the cost to that extent.

I Yfhar 811 (Abnormal Process Loss)

afy arafds g1 A= g1 9 e 81 a1 I8 ifaRed =ifa =
BN SR 2| Mg B ATRATe), WRE ARl e g 7T &
TR, UTPiad YPIY 3fE HRON F BT & | 39 JHR DI 81 B =
far ST WadT B | 3Afely Uevadi B 9 B WR Bl & I@AT a1y
qIfh $H® HRUN BT S & Fb qAT 39 &I B A & o7y HgA I3
ST D |

MM B &1 AW (Accounting Treatment of Abnormal
Loss)— 3NIMARI B ¥ 38 IATa &I Ufd ghls AFd R Y¥IEG -Igl
TSl | 3NAMT BN & o H 4/ =ROT B B

1. T TSl AT B BT Ufshar [d H ST o g g goi=
ugel fhar <1 gaT 7 |

2. MY B &1 &9 # <@ 8¢ U S arTd S ) Sl © |
8 fore f1 g3 &1 YART BT B—

FHA AN — AW & BT [l o3
Bl FHISAN — A B DI gH1eAl

gfd B AN =

Total cost — Sale value of normal loss

Cost per unit = - -
Total units — Units of normal loss

3. AT B BT HeAIdhd Iugadd R | Fdblell T3 Ui ghrg
SN @ &R W fHar Sar 21 1| M &g & ed = Ufd
SHIE AN x SEHRI &3 gHheal |

Value of abnormal loss = Cost per unit x Unit of abnormal loss.

4. M &Y DT AT 9 Hod | U1 W1 hise B Qa1 Irelm ¢ |



5. gfohdT @1 H S 99 (Balance) 9T & 98 99 Ufshar # Idifad GIHaT T A ErnT
BT THISAT B AT BT © | STPT Ul SbTs aRTd AT ST Bl
2 R IR MMM &1 &7 Jedidd o 1 ® | ufshar @ & g9 feogofy
Y BT 3T UlhaT W H ARG B {37 S 2 |

6. IATATRI &7 WTAT WITh 394 I eI Sfde &R &1 oIl B |
MY & & Ay Jou ¥ 39 W &I e &xd 2| 39
U 39 Wid H Sl 99 Bl & 98 Yg e sl & O T
FAM—8T+ @ (Costing Profit and Loss Account) # S&T<IiRd Hx
e Sirar 2

Illustration 7.2:

Fifty units are introduced into a process at a cost of rupee one each. The
total additional expenditure incurred in the Process is ¥ 30. Of the units
introduced, 10% are normally spoiled in the course of manufacture, these possess
a scrap value of  0.25 each. Owing to an accident, only 40 units are produced.
You are required to prepare— (i) Process Account, and (ii) Abnormal Loss
Account.

Solution:
Process Account
Particulars Units < |Particulars Units <
To Materials 50 50.00 |By Normal loss 5 1.25
@ X 0.25 each
To Expenses 30.00 |By Abnormal loss 51 8.75*
By Transfer to 40 | 70.00
next process
(B/F)
50 80.00 50 | 80.00

*Cost of abnormal loss is calculated as follows:

Total cost — Value of normal loss

Cost per unit = - -
Input — Normal loss (in units)

I80-1.25 78.75

Units50—5 a5 S LT3

Cost of abnormal loss = Abnormal loss units x Cost per unit

=5x%175=X%8.75
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Abnormal Loss Account

Particulars Units < | Particulars Units ¢
To Process A/c 5 8.75 | By Sales 5 1.25
@ X 0.25 each
By Profit and
Loss A/c
(Balanced
figure) 7.50
5 8.75 5 8.75

ST oITH 31AdT ddd (Abnormal Gain or Effectives)

N YR aR<dfd®d o 9M= &g | 3ifdd B d S SffuRad e &l
IR & HEd & 3 UBR IS IR<(dd e AT &g | &H & T
ST 99T B © S SRIHI oM HEd § | AN vl W, Aafe fH ufean
H IAfId ITeT AR ScaTed | AfSd 8 U ol 39 ffRad Ired
DI AT A BT AM AT AT 7 | AGTAR—

Abnormal gain = Normal loss —Actual loss
or Abnormal gain = Actual production — Normal production

NI AT &1 ol S S YR T SIar 8, SN 3R 81
D1, FAT JAHY A BT i IAT Ul gbls AN &% A b Simar
2 O <= A el g1l &1 qodidd fohar SIram 2 1 39 Ui Sa1E orTd
R T @1 F sl faan & gar & | JE B o wWifd SR
I 3 AT YT ShIgAl BT ANTd UR BIs YN T8l TsdT|

UfohaT @I &7 M o & Hod | ST frar Smar 2| va s
AT GTT GIeT ST & foras ag 7 e uer § fordy oIt ® | 39 @
@ ST vt # M @ &1 A qou forar oA 2| 39 @i H S A
AT § 9 RN B ARG A8 Wid H SAIRd dx &A1 ST |

Illustration 7.3:

A product passes through three processes, A, B and C. 10,000 units at a
cost of Re. 1 were issued to process A. The other direct expenses were:

Process A Process B Process C
Sundry materials 31,000 1,500 1,480
Direct labour 35,000 8,000 6,500
Direct expenses 31,050 1,188 1,605

The wastage of Process A was 5% and Process B 4%. The wastage of

process A was sold at Re. 0.25 per unit, that of B at Re. 0.50 per unit and
that of C at Re. 1.00 per unit. The overhead charges were 168% of direct
labour. The final product was sold at ¥ 10.00 per unit, fetching a profit of 20%
on sales. Find the percentage of wastage in Process C.



Solution: ibaT ST oI@ihT

Process A Account

Particulars Units < | Particulars Units ¢ fewh
To Units introduced | 10,000 10,000 | By Normal wastagg 500 125
To Sundry materials - 1,000 | By Process B 9,500 25,325
To Direct labour — 5,000 (Transfer)
To Direct expenses - 1,050
To Overheads - 8,400
10,000 | 25,450 10,000 25,450
Process B Account
Particulars Units < | Particulars Units <
To Process A 9,500 25,325 | By Normal wastage 380 190
To Sundry materials - 1,500 | By Process C 9,120 49,263
To Direct labour — 8,000 (Transfer)
To Direct expenses - 1,188
To Overheads - 13,440
9,500 49453 9,500 49453
Process C Account
Particulars Units < | Particulars Units ¢
To Process B 9,120 49,263 | By Normal *456 456
To Sundry materials — 1,480 wastage
To Direct labour - 6,500 |By Sales 8,004 86,640
To Direct expenses - 1,605
To Overheads - | 10,920
To Profit - 17,328
9,120 | 87,096 9,120 87,096
*Calculation of percentage of wastage in Process C
Suppose No. of units of normal wastage = x
Sales value of waste unit = X x, i.e., X units @ Re. 1 each
Cost per unit = 10 less 20% profit
=X 8 per unit
Total cost = No. of units produced x Cost per unit
=(9120 —x) x ¥ 8
Total cost = 72,960 — 8x ...(1)
Also:
Total cost = Cost incurred — Sale value of scrap
= (49,263 + 1,480 + 6,500 + 1,605 + 10,920) — x
= 69,768 — x ..(11)
Thus, 69,768 —x = 72,960 — 8x
8x —x = 172,960 — 69,768
7x =3,192
X = 456 - SIfETH

Therefore, normal wastage is 456 units at T 1 each. TG AT 175
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Percentage of wastage in Process C =

Illustration 7.4:

Product B is obtained after it passes through three distinct proceses. The
following information is obtained from the accounts for the week ending 31st

October, 2003:

Items

Direct materials
Direct wages
Production overhead

Total

3

7,542
9,000
9,000

9,120

x 100 = 5%.

Process
I 11 111
4 4 4
2,600 1,980 2,962
2,000 3,000 4,000

1,000 units at ¥ 3 each were introduced to Process I. There was no stock
of material or work-in-progress at the beginning or at the end of the period. The
output of each process passes direct to the next process and finally to finished
stock. Production overhead is recovered on 100% of direct wages. The following
additional data are obtained:

Process Output during the| Percentage of normal | Value of scrap
week loss to input per unit
Process 1 950 5% 2
Process 11 840 10% 4
Process 111 750 15% 5

Prepare process cost accounts and abnormal gain or loss accounts.

Solution:
Process I Account
Particulars Units < |Particulars Units 4
To Units introduced 1,000 3,000 |By Normal loss 50 100
To Direct materials 2,600 |By Process II 950 9,500
To Direct wages 2,000 |(Balance figure)
To Production
overhead (100%
of direct wages) 2,000
1,000| 9,600 1,000 9,600
Process II Account
Particulars Units < |Particulars Units 4
To Process I (transfer) 950 9,500 | By Normal loss 95 380
To Direct materials 1,980 | By Abnormal loss 15 300*
To Direct wages 3,000 | By Process III 840 16,800
To Production overhead 3,000 (transfer)
950 | 17,480 950 17,480




% 17,480 —X 380

*Abnormal loss =

950 — 95 units

% 15 units = ¥ 300 (F 20 per unit)

Process III Account
Particulars Units < |Particulars Units 4
To Process II (Transfer) 840 | 16,800 |By Normal loss 126 630
To Direct materials 2,962 |By Finished stock 750 | 28,500
To Direct wages 4,000
To Production overhead 4,000
To Abnormal gain 36 | 1,368*
876 | 29,130 876 29,130
% 27,762 -% 630 ,
* Abnormal gain= ————————— x 36 units =3I 1,368
840 — 126 units
Abnormal Loss Account
Particulars Units < | Particulars Units 4
To Process 11 15 300 |By Sale of scrap 15 60
(@ 4 per unit)
By Costing P&L A/c 240
15 300 15 300
Abnormal Gain Account
Particulars Units < | Particulars Units 4
To Normal Loss A/c 36 180 | By Process III 36| 1,368
(shortfall in the
sale of normal loss
@ 5 per unit)
To Costing P & L A/c 1,188
36 | 1,368 36| 1,368
Normal Loss Account
Particulars Units S| Particulars Units 4
To Process | 50 100|By Cash (sales) 235 930
To Process 11 95 380|By Abnormal 36 180
To Process III 126 630 gain A/c
271 1,110 271 1,110

7.6 I=A-9fHAT T4 (Inter-process Profit)

Py GIRI H UH Ufhar b1 SWTed el Ulhdl H N oI W

BRITIING BRH & dacl H Ay Jod IR SRAaRd fhar Sl 2 | fddbeu vy
H AN H B UiiRd dM S B MidTel Y I Hed IR ERIIRG

ibaT ST oI@ihT

Y SIfETH
q1eq ArEYl

177



YIHAT ST AR fpar ST € | 99 SROUfhAT oY Ped €| 39 YPR YD UlhaT & oY

178

feogofy

- STERTH
gy Al

T BT ST A ST BT Sl © difh -aUfham o & U Uishar &bl
FHIrAdT fUrwel ufhamil & KT a7 AT | ydIfad & B |

JTUHAT ™ & T Seed et &

1. 399 Ig ST BT © fb ISP ufsham omiue @7 I SR R I8! B
3FrqT T8I | TER V] H, IAUHAT o™ I YD UlhdT Bl HrRIGIAT B
SRR fad 21

2. N9 St # i3 ATt a18R & Gvereil § H Ui &_d & S
SA:UfhaT oM A 59 919 BT A9 oF1 W1 81 orar 8 & sef—fAfia arer
BT ST T AT ST 31T 91ex | By fhar o | afe sef—fAfHia 71
BT IR oI W Idriad by MY A1l B AN | A 2 ol 9 A 5
BHRAT ATIIE BT |

JAYIHAT ST BT =T IIY I © [ S99 AN oI JFaeddh & A
Sfed 81 9d & | 39 Sfeadr & §& SR I8 7 & uds ufear # @me)
BRI et AT 71 & i H U o BT ded Afaferd & ST 8 | o
ReIfey fdaror (Balance Sheet) % 3 =re], ®1d don MfFd Wi Arge Hed
U feamr orar @ @ J e el & o © | gafory Refy faavor
# guie & fou <ie @ H H 9 T & (Unrealised profit) €T 1R
AP RIS AR ST T STl 8 | =T Ufhar I &) oRgid fafy
e SemeRer # |wEs T B

Illustration 7.5:

A Ltd. produces product ‘AXE’ which passes through two processes before
it is completed and transferred to finished stock. The following data relate to
October 2012.

Particulars Processes |Finished Stock
I y/i

Opening stock % 7,500 | % 9,000 322,500
Direct materials 15,000 | 15,750 —
Direct wages 11,200 | 11,250 —
Factory overheads 10,500 4,500 —
Closing Stock 3,700 4,500 11,250
Inter-process profit included in

opening stock 1,500 8,250

Output of Process I is transferred to Process II at 25% profit on the
transfer price. Output of Process Il is transferred to finished stock at 20%
profit on the transfer price. Stocks in processes are valued at prime cost.
Finished stock is valued at the price at which it is received from Process II.
Sales during the period is ¥ 1,40,000.

Required: Process Cost Accounts and Finished Stock Account showing
the profit element at each stage.



Solution:

Process I Account

Cost  Profit  Total Cost Profit  Total
4 4 4 4 4 4
To Opening stock 7,500 — 7,500 | By Process II 40,500 13,500 54,000
To Direct material 15,000 — 15,000
To Direct wages 11,200 — 11,200
33,700 33,700
Less: Closing stock 3,700 3,700
30,000 — 30,000
To Factory overheads 10,500 — 10,500
40,500 — 40,500
To Profit — 13,500 13,500
40,500 13,500 54,000 40,500 13,500 54,000
Process II Account
Cost  Profit  Total Cost Profit  Total
4 4 4 4 4 4
To Opening stock 7,500 1,500 9,000 | By Finished 75,750 36,750 1,12,500
To Process I 40,500 13,500 54,000 stock a/c
To Direct material 15,750 — 15,750
To Direct wages 11,250 — 11,250
75,000 15,000 90,000
Less: Closing stock 3,750 750 4,500
71,250 14,250 85,500
To Factory overheads 4,500 — 4,500
75,750 14,250 90,000
To Profit — 22,500 22,500
75,750 36,750 1,12,500 75,750 36,750 1,12,500
Finished Stock Account
Cost  Profit  Total Cost Profit  Total
4 4 4 4 4 4
To Opening stock 14250 8,250 22,500 | By Sales 82,500 57,500 1,40,000
To Process II 75,750 36,750 1,12,500
90,000 45,000 1,35,000
Less: Closing stock 7,500 3,750 11,250
82,500 41,250 1,23,750
To Profit - 16,250 16,250
82,500 57,500 1,40,000 82,500 57,500 1,40,000

Working Notes: 1. Reserve for unrealised profit in closing stock.

Process 1. Nil
Process I1.

Cost of stock

Profit

B Cost
" Total

75,000

x Closing stock = M x 4,500 = 3,750

= Total — Cost = 4,500 — 3,750 =X 750

ibaT ST oI@ihT
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Finished Stock
~ Cost . ~ 90,000 B
Cost of Stock = Total x Closing stock = 715355000 x 11,250 =% 7.500
Profit = Total — Cost = 11,250 — 7,500 =¥ 3,750
2. Profit for the month 3 3
Process 1 13,500
Process 11 22,500
Add: Unrealised profit in opening stock 1,500
24,000
Less: Unrealised profit in closing stock 750 23,250
Finished stock 16,250
Add: Unrealised profit in opening stock 8,250
24,500
Less: Unrealised profit in closing stock 3,750 20,750
Total Profit 57,500

I grfad SIfaw (Check Your Progress)
. IATET B dTell SEFT §RT UlshaT AR YOIl BT
YT fdHar S
(31) fawH
(@) I
() UTEDl ERT ORIy R W
(@) SWRIad § F PIg A el |
= A e A forg ufshar amra fafer Suge &7
(a1) 3Tt
(@) uRasd wH
() UTEDl ERT ORIy R W
(@) St &1 AT B BH |

3. 1 # 9 5 S @ forg ufthan e fafer Sugaa &7

(@) DD (@) Raciir
(@) foesx @) 37 & P T ST |




10.

=1 foum=t § | ufesar ora fafy & wwafa faus €2

(1) Scures @ forg o srafdy e B |

@) IS IATEH TEH & IMUTTAR ScdTad far S 2 |
() STe 98 IR o9 H fHar Sar g |

(%) e FR=R & 2 |

gt ufehar arrd fafsr & ufey sob1s T &l g

T8 FH 2

(31) A=Y @) ™=

(&) yATa /"D (@) 3 | DIZ I T2 |

gfoear arTa fafer # siR am= o™ B forar <fram
=

(1) ufshan @ & Sfde et #
(@) gferar @ & wfse uer #
() ArTa a8 & Sfde uer #

(2) s & BIg W 7L |

gfhar arrd fafy § IR & HROT S B ATl B Bl
BN ®ed B |

(31) FmET= (@) I

() yAIfoa /A ® (@) 39 | PIZ I T2 |

gfoear orrd fafer § S g1 o1em wrieha der ifva=fa aRRerfa

HEM g3y BEd §

(1) I ' (@) g BIf

() yAIfod /A BT @) 3H A ®Ig 1 T8I |

T RBgT #§ Ui dor S99 T SdreH =

(37) | IUTeH (@) Agad SATeH

() SuraTe (@) 39 | PIZ I T2 |

gfshar amra fafyr § Sares IR ufshar § 9 o & @1 g 2 |

Ig ufshar s ufehar A, ufshar B, ufohar C @@ ufshar D €1 A, B,

C, TAT D UfhaT &1 ITe HA: 5,000 3P, 3,000 $HTE, 7,000

SHTS AAT 10,000 IHTS | 7 T Ufshaneii @ Fgad @mra T 5,00,000

g1 39 UGNl & JER W UHA D P AJa and H A
& R ARG @ St |

(31) T 1,40,000 @) ¥ 2,00,000

(@) T 2,00,000 (@) T 1,40,000
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7.7 3UA yarfa Sffav ue= @& SR (Answers to

Check Your Progress)
1. (@) 6. (31)
2. (9) 7. (a1)
3. (@ 8. (@)
4. () 9. (@)
5. (a1) 10. (9)

7.8 NI (Summary)

GfehaT N1 FgRoT 3 5 IT1e & YR R IR ARTT S $I SRl 2 |
afehar @mTd ek Ay 98t Suygad 8 el Scred omd ufdhaneli | ekl
g T FAR=IR <ol 8T 8 | US Ufhar &1 Scdtad g Ufshar & ol dear
A AT & | SUGH FHHY AFADHIP Bl © | Ulshdl AT HeRor fafer |
g GfhaT T ¥ W1 Wiell STl 8 FoIT U8l sl BT Sedra Aol
3Tl Ufshar & foTq el et BIaT €, I8 Uihdl 59 T Y I8l & 9 qh
IR IUTET IR AT @R BT RIERIRT 81 8l & |

gfshdr SrTa FgRor A 4 Ies & SR & A S bl
AT BT wfshar ® 1 B1aT 2 | I8 B ARG Tf 3NN BT 8 | AT
g a8 Bl & gy aar <181 S Aobat | Serexvne ded A1el B arsdiaRo
J B, ded "1t BT BIe Bic A B, USIIH SIS BT 84T H S SH
I B dTell B, Il STE BT cildboid | 819 dTell 81, I gRad=
A B dTell B, GRIET0T A7 99 & oIy UAERl | BIF dTell Bl e |
NI B a8 819 Bl € ST 3R RO S~ 8T & | STt
AU & ATIRATE! HeHAT T fyewH 9 (ffa 811 8| S H3e gawe
ERT 99T ST FhdT & | $H—THdT ufshar H IRdfdd S AT e

s oMU a1 AfaRed SATST Bl FET < T A1 fear Siar 2 |

7.9 Y& veTdail (Key Terminology)

o UfHAT ANTA (Process Casting): UHT SIE Sl AT e/
Uit | I[ORAT & SHD UG Udh RV TR ANTd S B Dl
fafer @1 wforan @mra @ed 7|

o AT ITGA (Normal Production/Output): STGH & Y& H
gfshar SUYad MRed ded AT & AT ¥ FHIAd IaTe |




o INATHT IS (Abnormal /Output): STUCH & TS | Ufhdr T ar7q ereiaT
IugH MEd ded AT B A3 H G SR H BH AT SITQT
IATE T | feogof

o AT BT (Normal Loss): SITHY I a8 Bl € R 991 981
ST AT |

o M BT (Abnormal Loss): 3RIAT g9 a8 &1 8l & oI
AT BRI U~ Bl 8 | IR B BT T+ BT TR
AT |

o M-I T4 / §9d (Abnormal Profit): IR<Idd IATG bl FHITA
SATEH TR IR |

e SU IAIE (By Product): SI&®T IAUGA &ed AT & T IUTGA
TAM & SRIE AEAN | 8 T 8| SU Il A dR ORI
BT § T T SUTE & Hod Bl JoiT H g8Id HH Hed Bl aral 2 |

o GYTd IUTE (Joint Product): &= AT H TIR AT AT &vad
A B S arell Uihar § U A 1fde Iarg &7 Iared BT & U
IE DI IUTGA BT & VU IUE DI FYdd IUE hed o | AJH
I AT AR R 9 H8<d & 81 & a0 GJad Scs & o
&d BId |

7.10 W-HIATH- YT Ud AT (Self Assessment
Questions and Exercises)

o] I Y% (Short Answer Type Questions)

1. ufshar amTa fAfyr &1 e1ef W FHIfY |
Explain the meaning of process.

2. GHY IR BT A W B |
Explain the meaning of normal Production.

3. AN I BT A W B |
Explain the meaning of Abnormal Production.

4. JQERI BN BT 3 W IS |
Explain the meaning of normal Production.

5. JU IE Bl 3] W HITOTY |
Explain the meaning of by normal loss.

6. WIA TG Bl A WK B |

Explain the meaning of Joint production.
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1.

IuGr ArTd fafyr dem ufhar mra fafy # g e ® §
What are the main differences between job costing and process costing?

ufehar oTa fAf & 9= defor |1 27 9 YR & SEn H
gfehar orrd fafdy emoare el 87

What are the general features of process costing? In what type of

industries is process costing adopted?

GfShaT SINTA of@i # MY 71 &7 oI\l ) di—

(i) AT &1, (i) STATI= &7, T (iii) STATHT T

ST ¥ UAS BT URT SHIS AN HERO W a1 g9d gedn 27?

How will you deal with the following in process cost accounts—
(1) Normal wastage, (ii) Abnormal wastage, and (iii) Abnormal effectives.
Explain the effect of each ofthem on the ascertainment of cost of an article.

AW gd FT 27 SADI @l UlhdT AT ol H Y B 57
What is abnormal gain? How is this treated in process cost records?
IAUHAT A W MY RT IHS B° $HD ATI—8IH BT Ui
I |

What do you mean by inter-process profit? Discuss its merits and

demerits.

7.11 9E$ UIcd AUl (Suggested Readings)

1. Cost Accouting— Theory, Problems and Solutions; Author: M. N. Arora.

Publisher: Himalaya Publishing Housing, Mumbai.

. Cost Accounting; Authors: Prof. M.L Agarwal and Dr. K.L. Gupta,

Publisher: Sahitya Bhavan, Agra.

. AT ofdih; olgdh: Hl, 98T, I, UbIlh: JTRdTS! UfeatdNT

ESd, TR |

. AT oI - dglf~ad Ud {halcdd; oikgd: TH.UA. HABIIN], U9,

U4, dd, UBRIe: H48dR UHhe, fooell |

. Cost Accounting— Text and Problems; Authors: M.C. Shukla, T.S. Grewal,

M.P. Gupta, Publisher: S. Chand and Company Ltd., New Delhi.

. Cost Accounting; Authors: S.P. Gupta and Abhay Sharma, Publisher:

V.K. Global Publications Private Limited.

. Cost Accounting and Financial Management; Author: CA B. Sarawana

Parth, Publisher: Wolters Kluwer India Pvt. Ltd.



10.

11.

. Advanced Cost and Management Accounting: Problems and Solutions:

Authros: V.K. Sexena and C.D. Vashit, Publisher: Sultan Chand and
Sons. New Delhi.

. Cost Accounting— Theory and Practice, Author: Bhabatosh Banerjee,

Publisher: Prentice Hall India Learning Private Limited.

Cost Accounting— Introduction and Basic Concept; Authors: Minaxi
Rachchh and Gurvantai Rachchh, Publisher: Vikas Publishing House.

[<INS! cdiSII'Cb"I; . HCANNR, H %Qaél, ﬁ?al?f 34 HdTed, WT‘fﬁ YhT3h:
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JU 8 oFTd Ud o dw@l &1 e

(Reconciliation of Cost and Financial
Accounts)

AT (Structure)

8.0 U=y

8.1 STy

8.2 TS @ 3magaand

8.3 ATI—gI § FHAMAT 9 89 & BRI
8.4 e o1 fafer

8.5 g+l WIfY SIffew uedl & SR

8.6 NI

8.7 Y= W&Tdcil

8.8 W-oUldh- U Ud IR

8.9 BRI Uy AUl

8.0 UR=A (Introduction)

T AT oI AT (ORI ol JIT—37eiT &1 {91 Wl JIhi H /g Sl
g d9 I dM—2IM @ JIR Y Sk & — U anTd oi@i &l aem sl
i Sl &7 | NI qReiehl §IRT QRIRIT 1T A—e8T faxiia g&dal g
ST T AMH—2I 4 =1 81 AhdT & | A I8 AP 81 Sl & b <=l
gRI 23S TS AmM—ei+ & e &) forar &y |

TE 91d 9Ag ol @ty fe g dn ki ol & e @t
JMATIHAT TH BT & ST ANT ok qAT fA<iT ol STl T—3TelT ¥ ST |
9 Yabiga oikdic UG (Integrated Accounting) 39S STY, AT SARTT
o qT fa<i oRd U &1 QT 9igdi H W SN AT Udh § AT —gIi
STl GIR fHar S0, 99 A @) smaeadbar el J&d! |

8.1 38 (Objectives)

Y BT Ug & dI8 MI—

o AT U4 fOxTY oiRal & IRl & X Bl MaTIhdl bl Tae H
T |

o AT TG foxiiT oRgl ok & BRI Bl FHSH H eI |
o TITA UG fax o1&l &1 e faaRor 991 fafey &1 99s™ & 98 |




ICRCRCIC
orgl &7 AT
e @) mavIdar e BRI W BT 8- feogofy

1. QFI oIl gIRT SRITQ ¢ gRemET T HeA™ SFl ol o1 gal i
B B foIv 3maeas 2|

2. TFl ogl & uRUHEl & Ao & T H 3R b BRI BT o9 8
ST 2 |

3. fo=fr oiar g arTd orat faam &) et & S scer 98T
TAT T AT B ST 2 |

8.2 A &1 smaeadar (Need for Reconciliation)

8.3 M-8 § |HEAT 9 81 @ HRYT (Reasons
for Disagreement in Profit/Loss)

ANTd U9 ORI S|l §RT &9 ¢ A9—81 H 3R 8 & J& BRI
ferferRad g

1. dad fa<fia @l § affafad #Q (Items included only in
financial accounts)— ®B A< VI Bl € Sl dddl (A< ofk@l § Afferd
@I AT § IR, ANTG ofdl § Ao T8l @ Sl | U wel @1 e
IRl # afipd far Simar 8—

(31) T fa<iig gpfa &1 3T (Incomes of purely financial nature)-

() 9% ST W U =791 (Interest received on bank deposits)

(i) U ImTer (Dividend received)

iy TIFRRT W 9T ™ Jr 39e 9%y WX g A (Income

received on investments and profit on their sale)

(iv) IR FHREN & [Iha 1R 8T & (Profit on sale of fixed assets)
(v) 9T BRI 31T HHIH (Rent and commission received)

(vi) INMHRHADG M, SAMS | (Casual income etc.)

@) e fa<fa ysfa & =g 9 AT (Expenses and losses of

purely financial nature)—
() T UF W) &1 (Interest on debentures)
(i) 3T T FT GA BT TN B & T (Exp. on issue of shares and

debentures)
(i) @ For WR TS (Interest on bank loan)
(iv) faffrmTi denm wemlt w=ufl @& fasa o= & (Loss on sale of ST

investments and fixed assets) qrge AT 187
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(v) AR ¥ &I (Loss by theft)
(vi) 3MHRH® B+ (Casual loss)

(vii) HFA B 37 TR BRI & I (Exp. of company’s share
transfer office)

(vii)y AT, UR™EG A7 3fE &7 31Uei@d (Goodwill and preliminary

expenses written off)
(ix) <I gol, M | (Damages payable, etc.)
(@) <t &1 FaiS (Appropriation of profit)—

(1) 3MI PR (Income tax)

(i) PR AT M (Dividend paid)
(iiy AT BT (General Reserve) TAT 3 IV H SXAT<IRT
(iv) T, 31 (Donations etc.)

2. dadd AT @l # affera A< (Items included only in cost
accounts)— BB A Ul AT BT 8 S AN of@l § dI |iferd &1 ST
g IR foxia ol # 6T | 39 UBR & {E SNV 39 UBR o—

() 9 W& 9 BT 2 AT fdR1Y & 9&cl H =Tl (A charge in lieu of rent

or notional rent when building is owned)

(i) USRS SN 9rId A &A1 737 81 | 98 yRabieud (Imputed)
AN B |

(i) R IR W ™ ST §R]S o Y 8 gaT 8 |

3. SuRAl &1 A—WfaeaT a1 |YA—Wfaea=T (Over-absorption
or under-absorption of overheads)— & TTd i H IURSAT BT I UT:
AT AT WR JMMENRT Bl © Sdih o<l oikdl # aR<ifdd IufRer
| yfaftcdl @1 Al | ST IRV I8 BT & 6 N ol H§ SuRad
o orat # ufae SuReqdl @ e & e g1 & a1 &l &7 | R
vl H, AN oi@l H SuRegdl & &1 If—fderas (Over-absorption)
BIAT § Al & gA—Alderas (Under-absorption) | $H® HelRa®y AN
oEl g faxi ol gRT q9iv T @t # Y SR 81 ST 2 |

4. IH o Yeldid- H 3% (Difference in stock valuation)— =1
UHR & @l H AT Thee & i BT AR 41 Bl § D BRI
A & AM—BIN @l IR H a1 o ST @i © | ki ol
Hf~TH ¥Clp BT i ANTd AT ISR oo, Sl &A1 H 4 P4 81 (Cost or
market price whichever is less) @ 3ITER R f&HAT ST 2 ST AR ofw@l |
=T\ Wi BT Jedid drTd o R T uab fafd S FIFO a1 LIFO
scTfe & fovar ST 2 | i # Fean AT (Raw material), Te] BRI (Work-




in-progress) AT ¥ ATeT (Finished goods) AT 8 | AT IR™I®H i oTIT T [
& qedidhd aNTd @l § faxiig ofal &1 e ifde 81 df anTd oikdl & et a1 e
A BH B S| 39 U, IS oFTa odl § aRf¥e e @ feaof
i A<y oidl & &H 8 1 I ol BT o i 8 SO | g3
UHR AT 3TTH Il BT eI ANTd oi@i H ORI o=dl &l 3Tue 3ffdd
81 A1 ST oiRdl T T 3TfSh 81 ST S99 fauRid, afe 31f~aq idb &r
A dNTa ofdl § &4 fhar 81 a1 ard ol 9 SR o™ W &9 8l
SITQAT |

5. & 3ruferRad &3 @) faferal 9 ar=ax (Difference in methods
of charging depreciation)— IRl THRTT IR R MUIRIT B BT By
fafedt € qem fafv= fafel g1 Maprell 18 <@y @1 iR &= il 2 |
faxira oAl @ JU=ITg S arell fafe U amTa i@l # S1ueg S aretl fafer
I = Bl & Ry S okel @ il § e o oIl ' | foRi o
H URI: g1 &1 IR fhed UgTd (Fixed Instalment Method) 3rdT G gl
Y Ugfd (Diminishing Balance Method) 3T9HTS SITdil © STdfdy @RI oi@l
A ©el &% Ugld (Machine Hour Rate Method) §RT <8I &I 1131 f=ahTell
S B | 9 SR faxii dor anTd ofdl & gRomdl # o 31 ST € |

8.4 i @) fafér (Method of Reconciliation)

AT oRkdl qT i ol §RT UaRid orl &1 A &=+ & forg ar ar
fire™ fda=oT (Reconciliation Statement) ST SIAT & @] RO AT
@rdT (Memorandum Reconciliation Account) | e & forg, M1 ol #
¥ {5 T BT MR AFT S Al 2 | aFTd okdl 9 o<l oRkal @& ol
H 3R @& BRI Bl &I ¥ & gV Sed FARIGH (6T SRl & difd U
S B IR A IR R ORI AT DI IR S B 1 G | A v
f=ferRad wed SoU oI arfey—

1. QFT Il H ATl 1eraT BT H 3R UT Xl dTel HRUN 6T eI
FR gD A I o AR |
2. SIIYY W9 4qrefl /1< (Items to be added)— IfT TR Gl & T
T MR T B A fIaRoT §91=IT ST A7 IR oikdl & o § Sils! o
arelt A< fmferRad Bl 8-
(i) SuURSTAT BT I IHH S AR i@l | 31fdd Sd &1 T8 © AT 30
faef¥d (Over-absorb) £ |
(i) 3T BT YHH ST NI ol H 9 fordl 7€ 8, 9 ura e,
fafer=imnt @ e wR @, e |
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(iii) T @l # i<W Wi & YA JeAdA (Under-valuation) 1
R |

(iv) AR ol H YRS Wi & 31d i1 (Over-valuation) @7
]I |

3. gerfl 91 arefl 7S (Item to be deducted)— ST oIl & AT BT

MR A B o | AN ol & o § 9 79 7 "erg oIl 8-

(i) SURSRAT & FgA—HA AT T (Under-absorbed overhead) |

(i) =g T BT @ A< SN AT ofkal ® 7 foredy 8 ' | S e
AT, M &x, 0T U3l R &S, I A 8, 3T |

(iii) ST SRAl H S7fqH Wl & IMMEH oAb (Over-valuation) BT
R |

(iv) NI i@l H IR Wi & A Jedid (Under-valuation) @
R |

4. ANTA @l & oM H SWIad 949 7 Sife I g @ 99arq oIl

fer 3mufY a8 faxiy orer gRT uelRia oy @ ¥ BnfY |

5. Ifq e fdavor # o< ol §RT SRMY T o Bl IR A9 6
UR®T fhar ST a1 SWIdd fafT #§ 519 7t &1 Srer a1 8 S ger fear
ST 3R ST AS UTE TS § Sv SilSl SIgi |

6. IC M & UM UR I TS T3 1 I STl 9 dTell #&I &I 'el
fear SIrem § 9o gerll 9 arell #E SIS <F S § |

oo faavor &1 wuret

(Proforma Reconciliation Statement)

Profit as per cost accounts <
Add: 1. Over-absorption of overhead
2. Financial incomes not recorded in cost books

(98]

. Expenses charged only in cost accounts
(National rent and interest on capital)

. Over-valuation of opening stocks in cost books

. Under-valuation of closing stock in cost books

Deduct: 1. Under-absorption of overhead

. Purely financial charges and losses

. Under-valuation of opening stock in cost books

AW N = 0 N

. Over-valuation of closing stock in cost books
Profit as per financial accounts.




Ilustration 8.1: IR CRCIE

A manufacturing company disclosed a net loss of ¥ 3,47,000 as per their ol T e
cost accounts for the year ended March 31, 2004. The financial accounts farauly
however disclosed a net loss of X 5,10,000 for the same period. The following
information was revealed as a result of scrutiny of the figures of both the sets of
accounts:

3
Factory overheads under-absorbed 40,000
Administration overheads over-absorbed 60,000
Depreciation charged in financial accounts 3,25,000
Depreciation recovered in cost accounts 2,75,000
Interest on investments not included in cost accounts 96,000
Income-tax provided 54,000
Interest on loan funds in financial accounts 2,45,000
Transfer fee (credit in financial books) 24,000
Stores adjustment (credit in financial books) 14,000
Dividend received 32,000

Prepare a statement showing reconciliation between the figure of net loss
as per cost accounts and the figure of net loss shown in the financial books.

Solution:
Reconciliation Statement
3 3
Loss as per Cost Accounts 3,47,000
Add: 1. Factory overheads under-absorbed 40,000
2. Depreciation ¥ (3,25,000 — 2,75,000) 50,000
3. Income tax 54,000
4. Interest on loan funds 2,45,000 3,89,000
7,36,000
Less: 1. Administrative overheads over-absorbed 60,000
2. Interest on investments 96,000
3. Transfer fee (Cr. in financial books) 24,000
4. Stores adjustment (Cr. in financial books) 14,000
5. Dividend received 32,000 2,26,000
Loss as per Financial Accounts 5,10,000

Illustration 8.2:

From the following figures prepare a Reconciliation Statement:

Net loss as per financial records 2,08,045
Net loss per costing records 1,72,400
Works overhead under recovered in costing 3,120
Administrative overhead recovered in excess 1,700
Depreciation charged in financial records 11,200
Depreciation recovered in costing 12,500
Interest received not included in costing 8,000
Obsolescence (loss) charged in financial records 5,700 Y I

Income tax provided in financial books 40,300  w@F @t 191
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Bank interest credited in financial books
Stores adjustment (credit) in financial books

Value of opening stock in:

Value of closing stock in:

Cost accounts
Financial accounts
Cost accounts
Financial accounts

750
475
52,600
54,000
52,000
49,600

Intereast charged in cost accounts but not in financial accounts 6,000

Preliminary expenses written off in financial accounts 800
Provision for doubtful debts in financial accounts 150
Solution:
Reconciliation Statement
4
Loss as per costing records 1,72,400
Add: 1. Words overhead under recovered 3,120
2. Obsolescence loss in financial records 5,700
3. Income tax 40,300
4. Difference in value of op. stock
(54,000 — 52,600) 1,400
5. Difference cl. stock value
(52,000 — 49,600) 2,400
6. Preliminary expenses 800
7. Provision for doubtful debts 150 53,870
226,270
Less: Adm. overhead over-recovered 1,700
Depreciation over-recovered in cost
(12,500 — 11,200) 1,300
Interest received 8,000
Bank interest 750
Stores adjustment 475
Interest charged only in cost accounts 6,000 18,225
Loss as per financial records 2,08,045

Illustration 8.3:

A factory manufactures two types of television sets—Supreme and Majestic,

Materials

Labour

Selling price per television set
Works expenses are charged at 80% on labour and office expenses at
15% on works cost.
78 Supreme and 286 Majestic television sets were sold.
Find out profit as per financial accounts assuming that actual works

From the following particulars prepare, a statement showing cost and profit per
television set sold. There is no opening or closing stock.
Supreme

Majestic
3
3,26,040
2,09,760
3,000

expenses amounted to T 1,92,060 and office expenses totalled ¥ 1,40,400.
Reconcile the profit shown by cost and financial records.



Solution:

Statement of Cost and Profit
(as per Cost Accounts)

Supreme Majestic Total
(78 Sets) (286 Sets)
3 3 3
Materials 81,900 3,26,040 4,07,940
Labour 46,800 2,09,760 2,56,560
Prime Cost 1,28,700 5,35,800 6,064,500
Works overhead (80% on labour) 37440 1,67,808 2,05,248
Works Cost 1,66,140 7,03,608 8,609,748
Office overhead (15% on works cost) 24921 1,05,541 1,30,462
Total Cost 1,91,061 8,09,149 10,00,210
Profit 42,939 48,851 91,790
Sales 2,34,000 8,58,000 10,92,000
Profit and Loss Account
(4s per Financial Accounts)
4 4
To Materials: By Sales:
Supreme 81,900 Supreme 2,34,000
Majestic 3,26,040 | 4,07,940 Majestic  8,58,000(10,92,000
To Labour:
Supreme 46,800
Majestic 2,09,760 | 2,56,560
To Works expenses 1,92,060
To Office expenses 1,40,400
To Net Profit 95,040
10,92,000 10,92,000
Reconciliation Statement
Profit as per Cost Accounts (Total) 91,790
Add: Over-absorption of works overhead (2,05,248 — 1,92,060) 13,188
1,04,978
Less: Under-absorotion of office overheads (1,40,400 — 1.30,462) 9,938
Profit as per Financial Accounts 95,040

Illustration 8.4:

During the year ending 31st Oct. 2007 the profit of PK Ltd. as per Financial
P & L A/c was % 33,248 as shown below. Prepare a Reconciliation Statement
and arrive at the profit as per Cost Accounts using the additional information

given.

IR CRCIE

ol &1 Aot
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STId UF fag Profit and Loss Account

@l &7 AT (for the year ending 31st Oct. 2007)

feagofy 4 ¥
To Opening stock 494358 | By Sales 6,93,000
To Purchases 1,64,308 | By Sundry income 632

6,58,666

Less: Closing stock 1,50,242

5,08,424

To Direct wages 46,266

To Factory overhead 41,652

To Adm. overhead 19,690

To Selling expenses 44,352

To Net profit 33,248
6,93,632 693,632

Costing records show:

(1) Closing stock ¥ 1,54,892
(i) Direct wage absorbed ¥ 48,382
(i) Factory overhead absorbed ¥ 38,138
(iv) Administrative expenses calculated at 3% of sales
(v) Selling expenses absorbed @ 5% of sales.

Solution:
4 4
Profit as per financial accounts 33,248
Add: 1. Difference in stock valuation (1,54,892 — 1,50,242) 4,558
2. Under-absorbed factory overhead (41,652 — 38,138) 3,514
3. Under-absorbed selling expenses (44,352 — 34,650) 9,702 17,774
51,022
Less: 1. Over-absorbed direct wages (48,382 — 46,266) 2,116
2. Over-absorbed adm. expenses (20,790 — 19,690) 1,100
3. Sundry income excluded from cost accounts 632 3,848
Profit as per cost accounts 47,174

Illustration 8.5:

The profit as per cost accounts is T 1,50,000. The following details are
ascertained on comparison of cost and financial accounts.
Cost Accounts Financial Accounts

3 3

(a) Opening stock:

Materials 10,000 15,000

Finished goods 18,000 16,000
(b) Closing stocks:

Materials 12,000 13,000

Finished goods 20,000 17,000

Y I (c) Interest charged but not paid ¥ 10,000

194 gy Al



(d) Write off: Preliminary expenses I 500; Goodwill ¥ 1,500 I CRCHCIC]
(e) Dividend on Unit Trust of India received % 1,000. ol &1 e

(f) Indirect expenses charged in financial accounts ¥ 80,000 but ¥ 75,500 farauly
recovered in cost accounts.

Find out the financial profit by preparing a Memorandum Reconciliation
Account.

Solution:
Memorandum Reconciliation Account
¢ ¢
To Opening stock of materials By Profit as per costs
under-valued in cost accounts 1,50,000
(accounts) 5,000 | By Opening stock of
To Closing stock of finished goods finished goods (over-
(over-valued in cost valued in cost accounts) 2,000
accounts) 3,000 | By Closing stock of materials
To Preliminary expenses written of 500 (under-valued in cost 1,000
accounts)
To Goodwill written off 1,500 | By Interest charged only in
cost accounts 10,000
To Overheads under-recovered 4,500 | By Dividend received 1,000
To Profit as per financial accounts 1,49,500
__ 164000 1,64,000

Illustration 8.6:
The financial records of Wiltech Ltd. reveal the following for the year ended
30-6-2008—
(¥ in thousands)

Sales (20,000 units) 4,000
Materials 1,600
Wages 800
Factory overheads 720
Office and administrative overheads 416
Selling and distribution overheads 288
Finished stock (1,230 units) 240
Work in progress:

Materials 48

Labour 32

Overheads (factory) 32 112
Goodwill written off 320
Interest on capital 32

In the costing records, factory overheads is charged at 100% wages,
administration overheads 10% of factory cost and selling and distribution
overheads at the rate of ¥ 16 per unit sold.

Prepare a statement reconciling the profit as per cost records with the
profit as per financial records of the company.
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Solution:
Profit & Loss Account
for the year ended 30th June, 2008
< ‘000 < ‘000
To Materials 1,600 | By Sales (20,000 units) 4,000
To Wages 800 | By Finished stock
(1,230 units) 240
To Factory overheads 720 | By Work in progress 112
To Office & admn. overheads 416
To Selling & distribution
overhead 288
To Goodwill written off 320
To Interest on capital 32
To Net Profit 176
4352 435
Cost Sheet for the year ending 30th June 2008
< ‘000
Materials 1,600.00
Wages 800.00
Prime Cost 2,400.00
Factory overheads (100% of wages) 800.00
3,200.00
Less: Closing work in progress 112.00
Factory Cost 3,088.00
Office and admn. overheads (10% of factory cost) 308.80
Total Cost of Production (21,230 units) 3,396.80
Less: Closing stock (finished goods) (1,230 units) 196.80*
Cost of Goods sold (20,000 units) 3,200.00
Selling & distribution overheads @ ¥ 16 per unit 320.00
Cost of Sales 3,520.00
Sales (20,000 units) 4,000.00
Profit 480.00

* Value of 1,230 units of finished stock as per cost accounts

_ Cost of production < Stock= 333,96,800
" Total No. of Units produced 21,230units

x1,230units =% 1,96,800



IR CRCIE

Reconciliation Statement ST BT e
< ‘000 < ‘000
Profit as per cost accounts 480.00 feagofi
Add: Over-absorbed overheads:
Factory overheads (800 — 720) 80.00
Selling & distribution Overhead (320 — 288) 32.00
Over-valued closing stock in financial accounts
(240 — 196.20) 43.20 155.20
635.20
Less: Under-absorbed office & administration overhead
(416 — 308.80) 107.20
Goodwill debited in financial account only 320.00
Interest of capital charged in financial accounts 32.00 459.20
Profit as per financial accounts 176.00

Illustration 8.7:

The following information is available from the financial books of company
having a normal production capaity of 60,000 units for the year ended 3 1st
March, 2008:

(1) Sales ¥ 10,00,000 (50,000 units).
(i) There was no opening and closing stock of finished units.

(i) Direct materials and direct wages were < 5,00,000 and ¥ 2,50,000
respectively.

(iv) Actual factory expenses were ¥ 1,50,000 of which 60% are fixed.

(v) Actual administration expenses were < 45,000 which are completely
fixed.

(vi) Actual selling and distribution expenses were ¥ 30,000 of which 40%
are fixed.

(vii) Interest and dividends received ¥ 15,000.
You are required to:

(a) Find out profit as per financial books for the year ended 31st March
2008.

(b) Prepare the cost sheet and ascertain the profit as per cost accounts for
the year ended 3 1st March, 2008 assuring that the indirect expenses
are absorbed on the basis of normal production capacity; and

(c) Prepare a statement reconciling profit shown by financial and cost
books.
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Solution:

Financial Profit and Loss Account for the year ending 31st March 2008

3 3
To D. Materials 5,00,000 By Sales (50,000 units) 10,00,000
To D. Wages 2,50,000 By Interest and dividend 15,000
To Factory expenses 1,50,000
To Adm. expenses 45,000
To Selling and dist. exp. 30,000
To Profit 40,000
10,15,000 10,15,000
Cost Sheet for the year ending 31st March, 2008
3
Direct Material 5,00,000
Direct wages 2,50,000
Prime cost 7,50,000
Factory expenses — Variable 60,000
— Fixed (90,000 x 5/6)* 75,000 1,35,000
Works cost 8,85,000
Administration. expenses (45,000 x 5/6)* 37,500
Cost of Production 9,22,500
Selling and dist. expenses — Variable 18,000
Fixed (12,000 x 5/6)* 10,000 28,000
Total Cost 9,50,500
Profit 49,500
Sales 10,00,000

*Note. Normal production capacity is 60,000 while actual production is 50,000. This
means only 5/6 of fixed overhead are absorbed in cost. For explanation see similar

Problem 10.13.

Reconciliation Statement

4
Profit as per cost accounts 49,500
Add: Interest and dividends 15,000
64,500
Less:  Under-absorbed overhead:
— Factory expenses (1,50,000 — 1,35,000) 15,000
— Administration expenses (45,000 — 37,500) 7,500
— Selling and dist. exp. (30,000 — 28,000) 2,000 24,500
Profit as per financial accounts 40,000




J9-fI grfad SITfaw (Check Your Progress) agggjg
. frafafaa # 9 e9—1 ama IR foxia o &1 fra™ &1 aleT &

(1) e faaxoT (@) 3mg faeRor

() 3ferer™ e (3) SWRIad H & Pig AT T8 |

. frfaRea @ 9 o e w® vaaon (Famen) feg § german
R i (< -

(31) SA—TI < (@) <mTa favor

() (31) dam @) =T (@) SWRIGd § & P A el |

. ffaRad & 9 wreafe foxmar feas <ofar smar 2

(31) M—=T= <rEr @) orTa faaxor

(|) (31) dam @) =T (@) SWRIad § & P A el |

. AN oRd H URMEG Il BT SMEHedidd dRTd oRkd & ™
R L

(3F) ST (@) =4

(|) SIRT (3) SWRIad # & Pig AT TS |

. FFTaRad STFeRI & SMER WR ANTd od @ SR T Bl 0T

I |

i o & IR Yg o™ 3,228,750 T & | AN ol & AR
IulRerd 2,00,000 T T2T ORI o & AR HREMT I 1,93,150
R S AT B | St SuReEd dnTd o H R oRkd @t et
H 2,500 ¥ | PHH U AT 2 |

(@1) 3,37,500 % (&) 3,32,500 %

(|) 3,25,000 () 520,000

. e faaRo &7 SR ANTd oRdl @ I HR o 8 U Rerfa #
=iy @l H FAIfST Tl &1 STEeid fhar T & Sa1aT fohar
T B | Al S A AR & R a |

(31) ®¥ fdar s C)RSISIESINI

(|) JATad G QT (3) SWRIad H & Pig AT 78 |

. e faaRor &7 SR oFTd ofdl & STfaR oM & il Rerfa #
i oiRdl | UTet SAT4reT S0y AT © | A1 S et fdaRor & e
Ik

(31) @A fdar g @) ST SITe

(|) JATId G QT (3) SWRIad H & Pig AT T8 | Y ST
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8. fe™ faaRor &1 MR fa<fi ol @ AR @ & U= Refar #
=T <Ial | UTy 1T SR T & | T S (el fdaRr & 3imER
™ H
(a1) ®¥ foar SIo (@) ST SITe
(|) gIqTad G ST () SWRIGd H & BIg I 78 |

9. e fAaRor &7 MR fa<ia ol @ R o & U= Rerfar
=iy @l § FAIfST i &1 SMEHeid fhar T & Sa1aT fohar
T B A S e faRer & MR @ #

@1 w9 fdar S (@) ST SITe
(9) gATad G ST (@) SWRIGd H & BIg 4 7o |

10. FFTIRIT ITMGRT & MER W ORI o’ & AR AT Bl T

BITY |

AN o & IR g @™ 3,37,500 % 8| AN o & IATAR
IulRerd 2,00,000 T TT ORI o & AR HREMT I 1,93,750
R S AT B | St SuReEd AnTd o H R oRkd @t et
H 2,500 T HH SR TAT 2 |

(a1) 3,37,500 (@) 3,32,500
(|) 3,28,750 () 5.,20,000
8.5 3Ol yirfa Wifay ue=l & SR (Answers to
Check Your Progress)
1. (31) 6. (d)
2. (30) 7. (@)
3. (@) 8. (a7)
4. @) 9. (a1)
5. (31) 10. (9)

8.6 NI (Summary)

e faaRoT arTa oRkd dreraT faRig oRd & AT B SMYR AMGR 91T
SITAT B 39 SF R & MR o R & & BROIT el U9Td BT
R BRI FEENTG fhar SIar 81 e faeRer e9m | dAnTd dern
foci oAl gRT 7o foam T oy Sford ® A1 81 SdT Nt fhar




STl 8 | Rifd aFl gDl § o & BRI B FbI0rd IRYEr o AT T e
Sifg B Sl & | g9 g d faxi ol @ favad e 9 ol § | erel @1 et

8.7 Y& vTdcil (Key Terminology)

o A fa@=vT (Reconciliation Statement): & T derm fa<ig oAl
ERT USRI a™i BT e &= & o7y S f9avo1 9r Sl € S
e fdavor wed 2|

o TRYT fAET @1l (Memorandum Reconciliaction Account): SIITd
AT o= ol gRT YRR Al &l | | w9 ¥ SAamRe FHEH |

o SURSTAT HT IIcUATINYUT (Under absorption of over heads):
IURSIT BT @l H HH oI B 9R

o SURSAT ®T IATAJMGINHUT (Over absorption of over heads):
IUREIT BT @l H ST BT 4R

8.8 -YoUTd- YT Ud JXATH (Self Assessment
Questions and Exercises)

o] I<XIIA YT (Short Answer Type Questions)
1. ™ @R 999 & SR W BHIRY |

Explain the causes for prepation of Reconciliation Statement.

2. T 9T ORI ok & i 3N & BT ford |

Write causes of difference of Profit between as per cost book and financial
book.

3. FfoRed SIMeR! & JAER WR AR oRkd @& ATAR AT DI 0T
BT | ol o’d & SR I[E o™ 4,28,750 3 B | <IFTd o &
AR IR 2,00,000 I TAT ORI o’d & AR HRET I
1,93,150 ¥ SR AT B | ST IURIF AN okd H faxiig o
@I oI H 2,500 ¥ HH IAT TAT T |

On the basis of following information, calculate profit according to cost

accounts. Net Profit as per financial accounts is ¥ 4,28,750. Overhead
expenses as per cost accounts is < 2,00,000 and factory expenses shown
as per the financial accounts is ¥ 1,93,150. Office overhead cost accounts

is shown less by ¥ 2,500 compared to financial accounts.

gy Al 201
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el ST 999 (Long Answer Type Questions)

1.

AT i@l dor foRT ofdl gRT UsRid a3 3R & qr HRON
@1 fademT BT |

Explain the major causes for the difference in profit shown by cost
accounts and financial accounts.

ST ordl den fa-ig oral & FarmT B B avIhdT Hl &7 g4
Sl oRkdl & UROMl H <R & a1 HROT &7

What is the need of reconciling cost accounts and financial accounts?
What are the reasons for the difference in the results shown by the two set

of accounts?

Ul g9 Hal &I g 91s¢ W1 foxi i@l | afdfad &1 il §
IR AT ofdl § g |

List out ten such items which appear in financial accounts but not in cost
accounts.

R SIS EC L 1R ) 2 L 1 ) | O i [ 2 A G L PO 1 s | e
JMAIH w9 I el HordT| 396 R PRI & ?

Profit or loss shown by cost accounts does not necessarily agree with that
shown by financial accounts. Give reasons.

8.9

AE—$ UYIed AT (Suggested Readings)

. Cost Accounting Theory— Problems and Solutions; Author: M.N. Arora,

Publisher: Himalaya Publishing Housing, Mumbai.

. Cost Accounting; Authors: Prof. M.L Agarwal and Dr. K.L. Gupta,

Publisher: Sahitya Bhavan, Agra.

. AT oigih+T; oigdh: Wl 98T, MM UhIdh: ITRaTS! Ufet T

TS, SRR |

. AT oiRgih-— dglf~dd Ud fhaTchsd: ogd: TY. UH. A8, U9,

UH. AT, UdeTs: AR UHhreH, faoell |

. Cost Accounting— Text and Problems; Authors: M.C. Shukla, T.S. Grewal

and M.P. Gupta, Publisher: S. Chand and Company Ltd., New Delhi.

. Cost Accounting; Authors: S.P. Gupta and Abhay Sharma, Publisher: V.K.

Global Publications Private Limited.

. Cost Accounting and Financial Management; Author: CA B. Sarawana,

Parth Publisher: Wolters Kluwer India Pvt. Ltd.



10.

11.

. Advanced Cost and Management Accounting: Problems and Solutions;

Authors: V. K. Sexena and C.D. Vashit, Publisher: Sultan Chand and Sons,
New Delhi.

. Cost Accounting— Theory and Practice; Author: Bhabatosh Banerjee,

Publisher: Prentice Hall India Learning Private Limited.

Cost Accounting— Introduction and Basic Concept; Authors: Minaxi
Rachchh and Gunvantrai Rachchh, Publisher: Vikas Publishing Houses.

<IN cdﬂSII'Cb"I; dgd: HCANR, H %saé, W 31|?:|3| of, Wﬂfﬁ Udh13Tdh:
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SPlg — 5
I 9 UM ARTd T @id
(Marginal Cost Accounting)

AT (Structure)

9.0 gR=A

9.1 ST

9.2 =T ARTA T 31ef

9.3 =T @FTa T Afderas arTa fafey # eaR
9.4 AT AT a4 fageryor

9.5 A-fawT fageryor

9.6 A-fawT AT & AT
9.7 39! WY ST uedl & SR
9.8 RIII

9.9 Y Tl

9.10 ¥@-HeIih YT Td XA
9.11 HBD UIGy AT

9.0 YR=A (Introduction)

JATEH TN T I & MEROT B §&F &1 Thild o

dfderas @rra fafer (Absorption Costing)

Jg AN YR &) T RERFTG ddhAd & O oraiid uRad=ia e
MY, T YR BT AN SUTGT BT AN # aTo! Bl ST & | 39faiv 39
Ul ART fafd (Full costing) 1 ®&d 2| Id &1 Jodidd il &l AN
(@ aRad=ra e ) w f&ar Siar 21 ana RuRe @) a8 gRad
qqT AUH AR W Y B dlell dbA1b & |

HHr=d @nrd fafer (Marginal Costing)

Hfaera arrd fIfYy & fwes & wu # A orrd fafy @ 591 aRad-a
@NTd fafe (Variable Costing) T Ucdel ofTa fafdr (Direct Costing) T
HE & | AT ARG IS & JI=id dadt gRadeiiel ANTal I axsii !
RTd H |fford far S 21 Wie & Jedied § W dhad aRad-eiia
SRTd |ftaferd @1 el 8 | SR el H, uRadeiiel M) 1 Se1e AT
HET ST 2| WM ANl Bl A AR A PR g @Y B AN
AM—EI @ | =Tl fBar S 2 |




T orTd fafS v faaeRye v o= s fAfY § | I8 Sudr gern
SR T Y fafdre da-iie 8 S Ao oF a9 o & SifSdTiad wxe
H IHPT TERIAT BRI & | AT AT faf &1 orra feiRer a7 faftriy, SRy
Ufhar AT SUBR ANTd fafS T = ddbeidl o dofex] fe=or gern
AMS AN fafer enfe & A8 H YT fhar ST aadr © |

9.1 38 (Objectives)

Y BT Ug & dI8 MI—
o AT IRTd &7 31 FHs H e |

o M NI o Hfaferad «inTa fafedl # s ||e d A8 |
o TN A f4%eiyor s # =Ry Werd |

o qH—fawse fa=g fazeryor &1 37l THSH H WS |

o YH—fawse fa=g fqvelvor AIYIY W9 H HSSH |

o JYCT AT AT ANTT HHHIO FHSH H TS |

o ga—fawoe fawg fazeryor &1 fAfedl wHeM & e |

o YH—fawoe fa=g f4zelyor & U @HSH H WS |

92 UM @RTd &7 32f (Meaning of Marginal
Costs)

I AR BT 31 & SUTE &l U AIfARET shis & Scured & ifaRad
AT | GAR TGl H, gRad=eie anTa & W AFTd BT § | 5
gcgeT ST a2 URad-eie SuRery affaferd 81d € | C.ILM.A., London &
va] H, AT AR @ 31 “For arra @1 W § 99 ufvadT | & off
TG Pl T Bl Vb SIS W TSl 3ar g@r & slar 8/ ' AR
Y&l ¥, e B A H GREdT R b headwy Hol AN H Sl gig
AT HH MM & 98 AT AN Bl B |

ISRV & oY, U BReE™ # 200 AT ufer 718 Saunfed foy o 2
Ife gfer NS aRadTeiiel amTa 300 % &1 iR @et Wil aFTd 8,000 % &
Al A AN 71 YR 9 T2s SIQ—

gRad-e Td (200 IfSAT x 300 I) % 60,000
W AN % 8,000
CASRCIR] % 68,000

1. Marginal cost is defined “as the amount at any given volume of output by which aggregate
costs are changed, if volume of output is increased or decreased by one units”.
—C.ILM.A., London

- ITETH
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e IASAT BT IATET 200 H FEIHR 201 (AT HR AT A1Q 1 R/
SR @ 70T = R o gRfi—

gRad=elid @ (201 Xf$AT x 300 ) % 60,300
W AN < 8,000
CAS RSNG| % 68,300

9 UHR Udh AfIRad ST & IeuTas H Gl ARTd H 300 I BT ke
AT & | JE AT A © 59 I8 W BT & b yRgc-1eiet amrd
I D1 AHET AT Bl & Fdifd W arrdl | Scare &1 7 7 gig
g1 B I BIg IR Te| AT | I§ 714 GHR A ST ST Febell o—

Marginal cost = Variable cost

Also, Marginal cost = Direct material + Direct wages + Variable overhead
Also, Marginal cost = Total cost —Fixed costs

9.3 WA dFTd 9T Gfderaa omnra fafern o

31—dX (Distinction between Marginal Costing
and Absorption Costing)

AT ATa S va Afaera orrg [l 5 930 w0 ¥ fFefaiad s
S

1. Y g uRad+efia ARTal &1 @1 (Treatment of fixed and
variable costs)— M ST A8 H dael uRaci=eiieT AFTAl ®1 avall B
R ¥ |faferd fhar S € den Rl nTdl Bl faf AT A DR
N—gT @Td ¥ ewaRd B a1 9rar 8 | 59 fawid, dfdea g
fafer # Al IR don uRad=eiidl ATl T axall & anTd H |fferd
fopar Srar 2|

2. ¥i® &I JeAida (Valuation of stock)— A aFTd Ay &
I ATe] B qAT MRT Wi BT edidh ddel URad-RIe dnTd UR
T AT & STafd didera T e 4 I8 Jedied |t drTd W b
SIS

3. MGGl &I HIU- (Measurement of profitability)— A=l
ANTa fafe H A= Il QT fIWET &7 elTcId ATRRIdT BT LTI
3fRTG (Contribution) TR JAEMRT BIAT B | Ya=IdHI o7 Y i grRT
fAfds 81 €1

Hidergd nTd faf § JecAd ARGl & eI BT IMER - T
BT IR BRA 8, S 6 g Fofal &1 Anfesi® W2 |




9.4 dNRTd dEAT a9 faga9oT (Cost-Volume-Profit
Analysis or CVP Analysis)

CVP Analysis ¥ oTd fafy & Rigral &1 R 81 398 said
g ¥ f=faRad IF gcal o IRWRG IAF= egI- fhar Sdr a—

(i) ST @I oI (Cost of production)

(i) ITUTE 1@ faeha &1 AT (Volume of production or sales)

(ii1) I (Profit)

TGP HRATST BT 3f~TH I8 AHTH ™ HAMT BIell & | T
vl H, fH ff T B A%BeAdr BT HYT AT b MR R fHAT ST
2| STYad dHi TChl BT IWRER T A BT SHAH B H A
fFicall & BTl Yo HeIa I 99 gl © | A dIFl gcdh Yh—gay W R
g a1 399 9 5l v # uRade & R s uwifad & od € o
IATE B ANTd I Ay Jeg gwIfad 81 B, Ao Hod | Ie1e &l ATl
gaTfAd BT & TAT STe &l A | s &7 A= T & wHIfad 8
2| 39 UCHl & WRER ARl BT (A YaEdl & oy a9 e 2g
T MM 8 | T&§ ANTa—HA—a fageryor el vo ged # gRad+
P Y TCHl W YA Yd FEIRT IR o™ RIS q1 gofe g9 4
Teris Rig B 2|

gehl & URWR Rl BT faqed JaEdl & oy oM e gg
NI AP 7 | I§ ARTA—AA—AT™ [Igetvor fodl va gea H uRad
P Y TCHl W YA Yd FEIRT PR o™ RIS q1 qofe g9 H
TETgd g BT 2

CVP Analysis I8 W< &Rl & (& gg ™ R 799 qRacdl &1 w
UqTg BT o—

(i) faspar el H uRaa (Changes in selling prices)

(i) faspar w3 # uRRad=T (Change in volume of sales)

(i) IRTTLS rTal H daclell (Changes in variable costs)

(iv) 3l arTal H§ dadrel! (Change in fixed cost)

Wera #H, CVP Analysis Ui & o1 o™ RIS 3 U 31w Ul
T B

9.5 GA—fI=BT fagavvT (Break-even Analysis)

CVP Analysis @& \TA—fdesq fd9elvor (Break-even Analysis) I @&d 2 |
ool fIaRYRT (Narrow sense) H $®T TN FH—fdweg ﬁﬁ (Break-even

Point) @ 0T dh AT T 1T & | URq), fawga 3fef (Broad sense) H, $9
fagoiwor & I8 A1 ey fhar oiar @ 6 Sded & A Wi W

SR e B arraT T SRed @ AR B oq fwa e 790 T

BT @13T |

G 3fer T
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T-fa=8g ﬁTg{, (Break-even Point or B.E.P.)

A—fIees fawg 9 dcad ScTe 31T fasha o 99 A1 9 © o iR |
PIg ™ B 9 DI 81 | 39 fdg WR Rl AT a1 fashy 4og fdeqer
T A B © | 39 {5 @I 7 @™ 7 81 (No Profit No Loss) favg 41 @ad
g |
$9 {875 WR (At break-even point)—
Sales =Total cost
or Sales = Fixed cost + Variable cost

or Contribution = Fixed cost
280

260
240
220 |
200
180 —

Angle of incidence

160 —
Break-even point
140 e

120

100 —

Variable cost

1
1
1
1
1
| l
1
1
1
1
1
|
Margin of safety |
1
<«
Fixed cost

Cost and Revenue in ¥ '000

80—

60 8| oss Area
40

20 Break-even sales! Actual sales

! 1

L1 1 | |\4. I YV |l| |

2 4 6 8 10 12 14 16 18 20 22 24 26 28
Units of Production or Sales in '000

o ®. 9.1: ya—fa=ve ard

9-fa=8 g fagavor &t H’F&?ITQ' (Assumptions of Break-
even Analysis)
A—faees fog el oA o9 ARl W SmeTRa B—
1. IR ATl BT ) qn gRadefie # aefiea faar S a2 |
2. R AN SATET & ISP W) IR ReR I8! € qoI1 Scred A
¥ gRadT &1 S W dis Y919 el gsdl |
3. gRadefia arrd S ergura # uRafda & € o argura #
Ired A1 fagg @ A H uRad= 1T § |
4. Ul gb1s g T § ®IS uRad= Fg8l 8T |




5. AW IATGA 9 A7 SIaT 7 1T SR d fIha &l A § DI
IR 8l BIAT| §AX Y&l H, AT AT &7 P13 3RM™& A7 31\
Wi el BId |

6. ®acl U Bl g% BT SUed Bl | Al b A 3P I Bl
IdTE B A S99 33197 (Product Mix) # ®Is gRac< &l T |

7. PR—&AAT & WX ¥ BIs IRddd gl sl |

8. AT Hed R # uRads &t 8|

e dAT HH=d drTd GHIHROT (Contribution and
Marginal Cost Equation)

fasha Hoa T uRad=eNd ANTd & SR BT AeEH HEd & | 3 IR
AT (Contribution Margin or Cm.) ¥l & & | I & Mo 4 I3 A
DI AT T—

Contribution = Sales — Variable cost (C=S5-7V)
Also, Contribution = Fixed cost + Profit (C = F + P)
or  Contribution = Fixed cost — Loss (C=F —L)

SWRIF A F 1 AT dRTa G0 (Marginal cost equation)
famfd @1 18 3—

S —

+
~

or

STMuY S
I
LA »n T
[
TN NS

- P
Example:
Sales =% 12,000
Variable cost =% 7,000
Fixed cost =% 4,000
Thus,
cC=8S-V
C =12,000 - 7,000 = ¥ 5,000
P
P

= 5,000 — 4,000 =% 1,000
Thus profit is ¥ 1,000

19 faspa (S) 71 & &1 w_eg efere™ (C) f&ar = 81 a9 fasy =
YHR I Sd fHar S Adhar 8-

S=C+V
S =5,000 + 7,000
S =% 12,000

=T ST
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19 ¥l AT (F) 9 & 81 iR oW (P) a7, a9
F =C-P
F =5,000-1,000
F =3%4,000
<19 gRad=elid @ 1 <1 TS 8, a9
V=5S-C
V =12,000 - 5,000
V =37,000
3TTTET DI TR FH—(deee fATeyor qoIr yeeIdbig for # st
SYANT BT 2 |

SITH—HTAT AJUTd (Profit/Volume Ratio or P/V Ratio)

Ig IR AR Ay &1 U ©| AT $H IRMEH—(Ihd U
(Contribution/Sales Ratio or C/S Ratio) T ®&d & | $d®! o1 174 A
A P S B

Profit Volume Ratio = Contribution
Sales
P/Vratio = g
S
) S—-V
or P/V ratio = T

9 U BT URIed & ®9 H 771 YR A I Har ST hdT o—
P/Vratio = %X 100

9 93 9 719 gBR BT IToer o a1 SRl 8-
C =8 x P/Vratio
3 C
5= P/V ratio
Example:
Salesor S =% 10,000
Variable costor V' =% 8,000

C =SV
o eatio = 5=V 10,000-8,000
ratio S 10,000
2,000 2
10,000 10



. 2
ufererg ®u ¥ = 0 x 100 = 20%

ST9 P/V ratio &1 BIc € AT 3feTa™ B IF3T MRA A fHepTell ST Aahei!
g S-
C =Sales x P/V ratio
C =10,000 x 20%
C =%2,000

Illustration 9.1:

Calculate P/V ratio in each of the following independent cases—
(1) Fixed cost X 9,600, sales T 25,200, profit ¥ 3,000.
(i) Variable cost to sales ratio = 86%

(ii)) Selling price ¥ 50, marginal cost I 40.

(iv) Variable cost X 20, contribution X 5.

(v) Contribution X 75, sales ¥ 225.

(vi) When sales increase from I 20,000 to ¥ 24,000, the profit increases
from ¥ 1,400 to ¥ 1,800.

Solution:
) PV rati e _F+P_9,600+3,000_1_500/
® O T T T T 252000 2 U
(i) P/V ratio = 100 — Variable cost ratio to sales
=100 — 86 = 14%
PV rati _C_S—V_50—40_£_l_200/
(i) o= s T 50 50 5 O
) ... c_ ¢ 5 5 1
(v) P/Vratlo_E_V+C_20+5_25_5_20A)
. C 75 1

(%) P/V ratio = 5 = 5n 3 33'.%

. . Change in profit 400 1
(v1) P/V ratio = = — =10%

Change in sales 4,000 10
P/V ratio @1 0T T 3fafel # o H gRacdd dr fasa § gRadq &
AR TR A B S Al 8 | 3HDI G 79 UHR 5—

P/V ratio = Change in contribution Change in profit

or :
Change in sales Change in sales

- ITETH
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Example:
Year Sales Net Profit
< <
2007 20,000 1,000
2008 22,000 1,600
Ascertain P/V ratio.

Change in profit 1,600 —1,000
Changeinsales 22,000 20,000 x

P/V ratio = 100

) 600
P/V ratio =

— 0
2.000 x 100 = 30%.

ATH—HTAT AUTd & SUYAIT (Uses of P/V Ratio)

STH—HET U U AT He<dqVl U 2 | Ig Jqard H (foid o™
D TR BT WD ¢ | U Iod AT—HATAT U JIA™T H Ied AT
AT R U FA ATIGRIBAT DI AR Havd BT © | IIA™T b A=
RER T $9 UM & MR U= & Ol Fahcll 2 |

S U BT SYANT 1 ol & forg +f fosar e &—

(i) TF—TIess g &1 IToHT

(ii) TP AT U g R R ™ B 0T

(i) TH R¥TT o™ HAM © oI smavad fasma @ TorEr

(iv) ST T8 JRAT B M7 (Margin of safety) TR &9 &I ITOMT

(v) [T Heg &H PR o7 I oM I gd FREd WR R @ & oy

AMMaead A A3 @Y IO, S |

SITH—HTAT AqUTd | YR (Improvement in P/V Ratio)

ST o T & b SH—HTAT U AT Bl AMGTIDHAT BT AP & | I8
JUTa AT 31 BT B, AMGRIGdT Sal gl A Il & | gafely
e GRAT BT YA BIAT © [ 9 UM DI MASIOS fHar MY | 54
Iud # gfg & forg 1 Surg g m |ad -

(i) oo 9ea # gfg
(i) TRadTeNe AT H B,

(iii) faspar 8107 ¥ URacd 9, S, 318 AT—HT3T SuTd dTell avall
o fam # gfg | e & @a AM—AET STU § gUR BT 2|




T-faeeT fazawor &) fafs™f (Methods of Break-even
Analysis)
A—fdewe fawemor @ yga &1 faftt §—

1. SISTIIOTA oY (Algebraic calculations), TIT

2. AA U9 (Graphic Presentation)

J9—fa=8e fquavor & TI'UFI'NV (Calculations in break-even
Analysis)
H—fdese fag o1 3 fFr=feaRad 8-

Total fixed cost F

Break-even point (in units) = — — =
P ( ) Contribution per unit S-V

o Total fixed cost F xS
Break-even point (in Rupees) = Contribation - Sales = Y,
o Total fixed cost
or Break-even point (in Rupees) = P/V ratio
Example:
Following data is given:
Total fixed cost =% 12,000
Selling price =3 12 per unit
Variable cost =% 9 per unit
Thus,
Contribution =S-V

=12 -9 =73 3 per unit

C 3
- x 100 = — x 100 = 25%

P/V ratio

S 12
Break-even point (in units) =
Fixed cost 12,000 )
Contribution per unit 3 4,000 units.
o Fixed cost
Break-even point (in %) = x Sales

Contribution per unit

12,000

x 12 =% 48,000

Total Fixed cost ¥ 12,000
P/V ratio O 25%

Or Break-even point (in¥) = =3 48,000
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Verification
At Break-even point
Total cost = Fixed cost + Variable cost
Total cost =% 12,000 + (4,000 x 9) =% 48,000
Sales =3 48,000

The sales value and total cost at break-even point are exactly equal.

Jrfafkad ToEIE (Additional Calculations)
T—faeeg fIg & ST AT DI R AFDER $Hs TR AN DI ST
AT g ST 9 UBR | B
(i) fafe=1 fara ORI R @™ 31er@T 81 @1 79T (Caleulation of profit
or loss at various sales levels)
(i) 3BT @™ & oY 3Maea® fdsd &1 IT9MET (Calculation of sales for a
desired profit)
(iii) I 3iTHs ST BT (Finding missing figures)

faft=1 fasva R AR @™ &Y TUET (Calculation of Profit at
Different Sales Volumes)

Example:
The following data is given:
Fixed cost =3 12,000
Selling price =% 12 per unit
Variable cost =3 9 per unit.

What will be the profit when sales are (@) T 60,000 (b) % 1,00,000?

C 3
P/V ratio= — = —=25%

S 12
(a) When sales =3 60,000
Contribution = Sales x P/V ratio
=3 60,000 x 25%
=3 15,000
Profit = Contribution— Fixed cost
=3 15,000 —% 12,000
=3 3,000
(b) When sales =% 1,00,000
Contribution =3 1,00,000 x 25%
=3 25,000
Profit =3 25,000 —% 12,000
=3 13,000



sfeod ar @ foIv smasa® &t @1 WUET (Calculation of
Sales for Desired Profits)

Continuing the same figures, what will be the amount of'sales if it is desired to earn
a profit of (a) ¥ 6,000; (b) 15,0007

Fixed cost + Desired profit ~ F'+P

Sales of desired profit = P/V ratio ~ P/V ratio
< 12,000 +% 6,000
- d ’ =% 72,000
(@) 25%
<12,000 +% 15,000
- d — = ¥ 1,08,000
(b) 25%

[SA JAfds FATd HIAT (Calculation of Missing Figures)

Example:
Given: Break-even point =% 30,000
Profit =3 1,500
Fixed cost =3 6,000
What is the amount of variable cost?
Solution:
Contribution = Fixed cost + Profit
=% 6,000 +% 1,500
=% 7,500
Break e Fixed cost « Sal
feak-even pomt = Contribution ales
6,000
330,000 = 7,500 x Sales
7,500
Sales = 6.000 x 30,000 =% 37,500
. Contribution
P/Vratio = ——— x 100
Sales
7,500 .
= 37.500 x 100 =20%
VC =100 — P/V ratio
Thus VC =100—-20% = 80%

Variable cost (80% of sales) =3 37,500 x 80% = ¥ 30,000
Variable cost at break-even sales =3 30,000 x 80% =¥ 24,000
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Example:
Sales = 4,000 units @ 3 10 per unit.
Break-even point = 1,500 units.
Fixed cost =% 3,000
What is the amount of'(a) variable cost; and (b) profit?

Solution:

Fixed cost

Break-even point (units) = T .
point( ) Contribution per unit

33,000
Contribution per unit

1,500 =

< 3,000

Contribution per unit = m =

(a) Variable cost = Selling price — Contribution
=% 10 -3 2 =73 8 per unit
Contribution at sales of 4,000 units = 4,000 units x ¥ 2 =3 8,000
(b) Profit = Contribution — Fixed cost
=3 8,000 — X 3,000 =% 5,000

Example:
Given:
Fixed cost 3 8,000
Profit earned 3 2,000
Break-even sales < 40,000

What is the actual sales?

Solution:
Contribution at break-even point is equal to fixed cost.
C 8,000

= _ — 700
S = 40000 ~ 20%

Thus, P/V ratio =

Fixed cost + Profit

Actual Sales

P/V ratio
~8,000+2,000 10,000 > 50.000
B 20% 20% ’

Example:

Selling price ¥ 150 per unit; Variable cost ¥ 90 per unit; Fixed cost

% 6,00,000 (total).
What is the break-even point?
What is the selling price per unit if break-even point is 12,000 units?



Solution:

Fixed cost 6,00,000

Break-even point -
venp Contribution per unit ~ 150—90

_ 600000 _ " 100 unit
= 50 =10, units.
When break-even point is 12,000 units, contribution is calculated as under:
12,000 = —6’09’009
Contribution
Contrbution = 36,00,000 0
OMBUEON = 15 000 units
cC=8S-V
50 =85-90
S =50+90
S =3 140

Thus, selling price is ¥ 140 when break-even point is 12,000 units.

Hlustration 9.2:
The following information is given:

Sales = ¥ 2,00,000; Variable cost = ¥ 1,20,000; Fixed cost = ¥ 30,000.
Calculate (a) Break-even point

(b) New break-even point if selling price is reduced by 10%
(c) New break-even point if variable cost increases by 10%
(d) New break-even point if fixed cost increases by 10%.

Solution:
P/V ratio = S—-V 3 2,00,000 —1,20,000 3 80,000 % 100 = 40%
o= e 2,00,000 ~ 2,00,000 S
) F 30,000
(a) Break-even point = = =3 75,000

P/V ratio 40%
(b) When selling price is reduced by 10%, new sales = 2,00,000 = 10%

— 7 1,80,000

New PV mati © 1,80,000 120,000 60,000 1
ew HV Tatio - 1.80,000 = 180,000 3

New break int = F _ 30000 _ Z 90,000
W Drecak-cven pOln = P/V ratio = 1/3 = ,

(c) When variable cost increases by 10%, new variable cost = 1,20,000 +
10% =¥ 1,32,000
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_2,00,000-1,32,000 68,000

. . _ ]
AqIHT New P/V ratio 2.00,000 2.00.000 x 100
fearofy _ 349,
_ 30,000
New break-even point = =¥ 88,235 (Approx).
34%
(d) If fixed cost increases by 10%, new fixed cost = 30,000 + 10%
=¥ 33,000
P/V ratio remains unaffected at 40%
33,000
New break-even point = 207 =¥ 82,500

Hlustration 9.3:
You are given the following data:

Fixed expenses < 4,000
Break-even point ¥ 10,000

Calculate—

(1) P/V ratio
(i) Profit when sales are ¥ 20,000
(i) New break-even point if selling price is reduced by 20%

Solution:
At break-even point, contribution is equal to fixed cost.
Thus when sales are ¥ 10,000, contribution =¥ 4,000

C 4,000
@) P/V ratio = — x 100 = ——— x 100 = 40%
S 10,000
(i) When sales are ¥ 20,000, contribution will be 20,000 x 40%
= 8,000

Profit = Contribution — Fixed cost
= 8,000 — 4,000 = X 4,000
(i) New break-even point when selling price is reduced by 20%
New sales figure = 20 000 — 20% =¥ 16,000
Variable cost = ¥ 12,000
Contribution = 16,000 — 12,000 = ¥ 4,000

e C A0

New P/V ratio = S 16,000 5%

L 37T F 4,000
< New break-even point = = =% 16,000

218 q139 arEt P/V ratio  25%



faf3ra ww—fa=8<T 95 (Composite Break-even Point)

S B H U D IR BT IAIGH [HAT ST 8I, I9 T a3l
B ghgl FH—Tdewe fa=g oma fear oar & o At aa—fawes fog
FEd & | O RIf # ude g &1 1T | w-fawss fa=g o =81 foan
ST & i Wl ArTa at avgett @ dgad B 2 | e ww-faws
fag =1 =71 &1 93 7 UaR 5—

. o Total fixed cost
Composite break-even point (in%) = Overall PV ratio

. Total contribution of all products
Overall P/V ratio = x 100
Total sales of all products

JAws ga—fa=8g ﬁTq:, (Cash break-even Point)

I8 Uh I YR &1 GH—fdewos fdg & e oFaiid Saared a1 4wy
$T I8 TR A a1 ST ® T8l TR HFA BT Bl Adha ol 31qdl TAHg
B 7781 BT | 39 WR R AHS FaTE (Cash inflow) T & Jdws <1<l
B PIAF B D oIy AMEWIH qdhs AR & aREX BT © | b
T—faeeg a5 @1 VAT & oI il AnTal & &1 9RT # foriora faean
ST B
(i) VAT TRl ARTd e R A & foly e o1 eI SHdT Bl
2, Ol A" &7 T, yaaag oa+, 1 Wi faw, enfe, der
(i) VAT IR AT RTeT IR YA e | AR [HAT ST, S
BN, I @3 (Deferred expenses) 3T |
R FH—faee favg & VAT Bl 3 = ghR 2

Cash fixed cost
Cash contribution per unit

Cash break-even point (in units) =

Example:
Fixed cost 325,000 (including depreciation I 5,000)
Selling price T 20 per unit
Variable cost T 15 per unit.
. F %25,000-5,000 20,000 :
Cash break-even point = c - 22015 === - 4,000 units

Cash break-even point in ¥ =4,000 x ¥ 20 =% 80,000.

gRe @l |1 (Margin of Safety or M/S)

Jrdfad Al o F—fa=ee Qe & R &1 Jrem &1 A1 HEd ¢ |
SHHT 3 79 TBR 3—

Margin of safety = Actual sales — Sales at B.E. Point
M/S =AS -B.E.P

gy Al
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JReTT B A B fAHT & uforerd & U # ) ead fear o g

Example:
Company X Company Y
Actual sales 3 1,20,000 60,000
Less: Break-even point 3 40,000 40,000
Margin of safety 3 80,000 20,000

. 80,000 20,000

Margin of safety as a % of sales = 1.20.000 x 100 = 60,000 x 100
= 66°/% =33'/%

JRET DI AT AR Bl FGedT BT (I8 © | I8 Tl foraeit 1fdes gy,
T &) =TT 9 3t & R @ Refa sa-t & grféa 2rf | afe gren
D! AHT B B AT IT 59 I BT ad © (b Ay H AT B4 3 A &
™ BT goTQ B B Wbl & | FAMTY Y AT Hl 3O GRa
NAHTH PR @MY | GRET DI A DI 3 9.4 # <=mam Tr 2 |

JAANSID GRET DI A BT JGIRA & oy FrfaRad Su™ &—

(i) faspa &1 A137 DI IGRIT MY |

(i) fapa eu BT ggraT WY |

(i) YR AR HH BT ST |

(iv) TR ArTAl TR = R S HH A Sy |

(v) T fHs17 (Sales-mix) H URacH HRa QT H FIR AT Y |

GRET DI AHT BT 9 A AT AR Bl © | I8 RS9I T
3

Profit = Margin of safety x P/V ratio

Ife @ faam &1 dem o gRemm Srgurd ST 81 dr gRe &1 |Mr
T 9 AT B S Fad! B |

Marein of Safety = Profit
argin ot Safety = PN ratio
Ifprofit is 10,000 and P/V ratio is 40%, then
10,000
M/S = ——— =% 25,000
40%
Ifprofitis 10% and P/V ratio is 40%
M/S = 10% =25%
S 40% 7

When profit is not known but M/S =25% and




P/V ratio =40%, then,
Profit =M/S x P/V ratio
Profit =25% x 40%
Profit =10%

4 H HHI BT Y9G Fqd AH—HTAT UTT DI HH HRAT BIAT B,
A—faeeT w5 BT 9QMT BIAT © AT YR &I AMT BT HF BT Bl © |

(The effect of price reduction is always to reduce the P/V ratio, raise the B.E.
point and shorten the margin of safety.) I8 7 IaTex0T # Rig favam 137 B—

Illustration 9.4:

The following information is obtained from A Ltd for the year 2007.
Sales ¥ 60,000; Variable cost ¥ 30,000; Fixed cost ¥ 15,000.

(a) Calculate the P/V ratio, B.E. Point and margin of safety at this level.
(b) Calculate the effect of 10% increase in sale price

(c) Calculate the effect of 10% decrease in sale price.

Solution:

S-V  60,000-30,000 1
P/V rati = = = — or 50%
(@) ratio S 60.000 5 or 0
B.E. Point __f ti _ 15,000 =¥ 30,000
.E. Poin =PV ratio = S0% = R
Margin of safety = Sales — B.E. Point
= 60,000 — 30,000 =% 30,000
(b) New Sales = 60,000 + 10% =3 66,000
PV rat 66,000 30,000 18
rato - 66,000 "33
B.E. Point - 1500 =3 27,500
o T 18133 St e
Margin of safety = 66,000 — 27,500 =¥ 38,500
(c) New Sales = 66,000 — 10% =% 54,000
PV rati 54,000 — 30,000 12
rato T 54,000 X
B.E. Point _ 15000 =3 33,750
12/27
Margin of safety = 54,000 — 33,750 =< 20,250
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9.6 YA—fI=WT fATIwUT & YT (Assumption of
Break-even Analysis)

A arTa fAfy &1 J99 Fecayel anTe 98 ® % s9e R ueH @
T I AT YaHad (ol g Hed el & | O ¥&i 4, I8
DHBT I Fohdll © [ AMT AT A yaeerepl gRT (077 o & oy spfed
HERAT UGH Rdl ©| §p [AORre yee qaRn e gd & A
A rTa fafer sl Suafiar Rig #xal © fefeRad 8-

1. [99a Ha &1 YR (Fixation of Selling Prices)
2. ‘g9 A1 @eAr 9 (Make or Buy Decision)
3. IuYdd Ieure fHS0T T I (Selection of a Suitable Product Mix)

1. fasha @ &1 fA=iRoT (Fixation of Selling Prices)—

AHTI: GR3N & (I Hed TR &1 URRIAT dor 317 3MYd geahi, o
AT @ gft anfe | yifad B & 71 6 yergar Aol 9 | wReg iR W g
feRer & qd gewe! 7 aisg oM @1 wWR gfend @ BT 7 | W
T fafy aqell @ A et | A Aokt # s SuaRlt 2

w uRRerfaai § faswa Jed  (Selling Prices in Normal
Circumstances)— A= GRRATAT H [5a Fed ot ANTa I 3 Wi
R BFET AMEY A1 AT T BAT b | ol AN H AR NI el
gRad=eie arTd afmfod 2|

R JASIDIA H, #al Sl aRRfl & BRoT, [9hd e |t anTa A
$H R MEIRT HIAT IS Fhall & dlids TG DI SIRT I@T S T | IR
g fama Jeu uRad=elie a9 1ffie Wk o= BT A1y | O vreal
fasha e Bo 9 & oy yRad-eiid drTd S 3fera™ (Variable cost
+ Contribution) & 3MER WX FEIRT foar o1 FAdwar § | VA1 SR | IUTG
g% B DI R A B dTell 81 BT B4 AT S Fhal1 © |

gyfoeet den 4df 1@ d fasa gea =T (Pricing in
Competition and Depression)— 39 faery aRRerfoi #, afe smasas aw=m
SIQ AT I3 & [T o fol AR H HH WR R FEiRT BT S Fad
2| g Iy qou uRadefia ama & e 8F =ifed arfe s+ &
3ie&T™ (Contribution) YTl & ¥a | 919 [Ihd Hed URadld T &
fdedhel aRTER BIAT © I BT &1 IR I aFTd & §919 8T § aifdh dig
3fTraT gre el B | gafey gfaedg! den Jel ol faviy aRRerfaar |
afe Fedl o1 aRadTiie aFTal & fSd a1 WY AT 3P & HROT B
BT B fhaT ST FHhdl & | TP HRU I 2 fb UG g B o Bl
Rerfer & el AT A1 W BRAl & usdl § dT i IR | & HHA
Il © | 399 81 1 BH &rd @ forv afe fasha geal o1 aRad-eie amrd




3 31 AT ST A dl BT Bl HH fHaAT S Fhdl © Hifs 99 IRAT
NI BT /B 91T Al g 8 Sl 2 | foeg I8 Rl sreusreli= €1 gt
=RV |

Example:
ABX Ltd. supplies the following information:
Fixed cost % 1,00,000 (total)
Marginal cost % 7 per unit

Due to competition, the company can sell 50,000 units at X 8 per unit. Do you
advise to accept this selling price?

Solution:
Cost per unit is calculated as follows:

Marginal cost (50,000 units @ 7) % 3,50,000
Fixed cost % 1,00,000

Total cost 3 4,50,000

C . Totalcost 4,50,000 29
oSt per unit = o e nits 50,000

TR YT BT ol aFTd 9 T & AR Ay g3 8 T &, JU 59 I
R g HRAT G & Rifd f[Aha B F 81 B4 BN | $HBT BRI
Jg ¢ & It iy s @) 3 9w ar wml ara &1 g [y
1,00,000 ¥ & SRMER B 8T 3R afe 8 T Ufty S8 WX fawpa far Sw ar
g ®det 50,000 T BRMY ST b < <9I AT B—

Sales (50,000 units @ ¥ 8) 3 4,00,000
Less: Total cost 3 4,50,000

Loss 3 50,000

9 JHR SUTGA SINT e AT ol AN HH Jed W Gl B BT+
50,000 ¥ & PHH B ST 2 | 3AfST 8 T Ul gobrs UR fAshy &=eT Sferd 81|

AR Rt 9 &9 Joa WR fasa (Selling Price Below
Variable Cost)

9 s Hed uRad-Rld and | W 9 WR W AT Y, 99 U
IRRARIT H IR §8 B ST J8aR AMT ST © Fifs VAT B 3 BT
DI JART W AN & FHE B8R | R, e STeT SR R@T 1Y
g & ¥ BN @ AR Il a9 W afde R | qenfy faftre
aRRerfoal # faswa e aRadaeiia o | &1 89 ) W Iame oI
g1 ST 7 |
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I aRRURRT 7= IR @ 81 Fadl B
1. 519 PIg TIT IS II9TR H AT 8 AT S ATHIOT 9T &7 |
2. 59 gegu e ARE 8 91 I doblel dol MaehD 8 |

3. Ofd 919 A Ufafeal &1 G%rr &= bl s3Iel o |

4. 519 U 3T dI fah! B IR A F = STGT Bl Il 98 ST
g1 fora9 3R 39 8If &1 gl 81 Il &7 |

5. g WAl I WM 8 ¥ 99 & oIy g8 dTe] T MMaeId & |
6. OTd AP BT A VG P oY IS SR X[ I 87 |
7. 54 IABIAD B g B W 9ay § A arer meeh & @

ST T IRITAT 8 |

Y §T9TRI &1 @iol (Exploring New Markets)

A ARRAAT # ST9 HH IATGT DI A IR =1l © A s aR IATeH
AT qol wU I JANT TE 81 urel | U aRReaferdl # Y 9ToRl 1 @iet $R
i STfcIRe oih & ST YT 81 SV 31erar faqen | i & araer ur
B SN AT U QT BT ol aNTd A $H o IR WHR (a1 A1 Faar
g, afs A uRad=elad aFg A e qea @ & a1f 399 | sfere™
(contribution) UTT BT 2T &1 | U T4 H Q™ &I G-I _IRT ™ &1 Bl
£ Hifh W ANTd ol U8l A & BRe I9TR A el Sl bl 2 |

aifafRed SgATET AR ISR HIAT (Accepting Additional
Bulk Orders)

Fg IR 99 I3 oI Bl AN ¥ 318F WR W & 3R a1 Affd &1 &
© 9 IUIG &Rl BT {B 9T FUYad I8 S @ | VAT Rerfey 3 srfaRa
3Maer U Ay o9 R WaR f6y o1 G6d & S ol T 9 &F 8
TR AT AT 9 31 81 | T SR 9 SifaRad anT aifsta grm aife
IR AT AT Usel B 9 B O gDl © AR [Ihd Jog A anTd |
e fdres B Sam € aifaRad sfere grm foraw o # gfg 2rft |
9 UBR AU TG &R BT SUINT ARTRET o™ 3o & forg foa
S HHAT © | A 9T Hed I HH oI UR 3Mesl adl WieR fhy S
MY S FHBT A ATh A T TAT AT dOIR oAl R Ufiide]
U7 | IS | SN U] ¥, I AR qgHraT Areer avfl WeR U S Hepd
g o ﬁ?ﬁqﬂ?ﬁiﬁrﬁ?ﬂﬂ (price discrimation) ¥d & ToIT fde™= fasmg
waTfad 7 B |

Illustration 9.5:

A manufacturer of plastic buckets makes an average profit of ¥ 2.50 per
piece on a selling price of ¥ 14.50 by producing and selling 60,000 pieces at
60% of potential capacity. His cost of sales is:




3 per piece
Direct materials 4.00
Direct wages 1.00
Factory overhead (variable) 3.00
Selling overhead (variable) 0.25

Total fixed cost is ¥ 2,25,000

During the current year, he intends to produce the same number of units, but
anticipates that (a) fixed cost will go up by 10%, and (b) material and labour
costs will go up by 5% each.

Under these circumstances, he obtains an offer for a further 20% of his
capacity. What minimum price you would recommend for acceptance to ensure
an overall profit of ¥ 1,60,000.

Solution:

Budgeted Statement for the Current Year Prior to
Acceptance of 20% Capacity Order

Per piece Total

< <
Sales (60,000 pieces) 14.50 8,70,000
Direct material (X 4 + 5%) 4.20 2,52,000
Direct labour (Re 1 + 5%) 1.05 63,000
Variable factory overhead 3.00 1,80,000
Variable selling overhead 0.25 15,000
Variable cost 8.50 5,10,000
Contribution (Sales — Variable cost) 6.00 3,60,000
Fixed cost ¥ 2,25,000 + 10% =% 2,47,500

Profit = Contribution — Fixed cost

= 3,60,000 — 2,47,500 = ¥ 1,12,500

Planned profit =73 1,60,000
Shortfall in profit (or contribution) required
= 1,60,000 — 1,12,500 = ¥ 47,500
Variable cost of additional 20,000 pieces (order
for 20% capacity, i.e., 20,000 x ¥ 8.50) ¥  1,70,000
Add: Additional contribution desired 3 47,500
Total sales value 3  2,17,500

Selling price per unit =% 2,17,500 + 20,000 units =X 10.875

Thus, minimum price for sale of additional 20,000 units is ¥ 10.875 so as to
ensure an overall profit of X 1,60,000.
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frafa fassa (Export Sales)

®g IR WTell TG & BT YANT B & o1y faaen & Faia srasr |e
AN ¥ $ e R WHR &R ot o € | Al Fraa Jea AW orra
A AP B I SN A YK BN g8 9 & FHM B il @I
ANTd dl w@qel 9 H ¥ 9qa B S gl Bl o | faewn | Gy wR
IR I[E ™ BT TOFT HRA F99 a1 | Faid fafkne @[>l o ger
fer ST =nfRu | 9rer fHaid PR ¥ WRR gRT Ps RIATIA UST B ST
g, O BRI H B, g gfaum, afe | it @1 ol o) | gqd geeeet
BT g TCHl WR W & A7 A1 |

Illustration 9.6:

Indo-British Company has a capacity to produce 5,000 articles but actually
produces only 2,000 articles for home market at the following costs.

3

Materials 40,000
Wages 36,000
Factory Overheads — Fixed 12,000
— Variable 20,000

Administration overhead — Fixed 18,000
Selling and distribution overheads — Fixed 10,000
— Variable 16,000

Total Cost 1,52,000

The home market can consume only 2,000 articles at a selling price of
T 80 per article. An additional order for the supply of 3,000 articles is
received from a foreign country at T 65 article. Should this order be accepted
or not, if execution of this order entails an additional packing cost of ¥ 3,000.

Solution:
Statement of Marginal Cost and Contribution
(of 3,000 articles for export)
¢
Materials @ % 20 per article 60,000
Wages @ X 18 per article 54,000
Variable overhead — Factory @ X 10 per article 30,000

— Selling and dist. @ X 8 per article 24,000

Marginal cost of sales 1,68,000
Sales (3,000 articles @ ¥ 65) 1,95,000

Contribution 27,000
Less: Additional packing cost 3,000
Additional profit 24,000

Acceptance of this export order results in additional profit of ¥ 24,000 and thus
the order should be accepted.




Note: Fixed overhead have not been taken into account in deciding the
acceptability of this order because fixed overhead have already been recovered
from sale in the home market.

AR—aTTd Ted (Non-cost Factors)— T oy WdR &== A
Ugel UGEh! Pl AT TAT o & ARTRET B IR AN gchl DI W &1
¥ I AMRY, S §9 UBR B—

(i) fa<el HaT SIS (Foreign exchange earning)

(i) Frat AR gferssT (Export house status)

(iti) ¥ DI AT T TRG H &1 (Enhancement in company goodwill

and prestige)

(iv) ISR & 3GER (Employment opportunities)

fs»s  (Conclusion)

fasra e & faRer & wwfd S ara Y 59 yoR asre 2
2 SU®T AR 39 UHR 8-
1. A URRAfAT 3 3y ed fat arTd | S1ffid g1 a1f=ey difds
o Sifia fhar T 9 |
2. gfareqgl dor Hdl & 9Hg H O o B AN ¥ BH URE]
AW aTa 9 21fde R FEiRd fey o1 wad & arfe sive™ urd
B ¥ o B1e @9 8l | R I8 RIfa sreuaprei= € gl
=Ry |
3. eIy gRRefcR H wo a7y & oI ITal oI AT arTd | &4
g TR A 9T ST FhaT |
4. Y YS! IUTGH &HAT & SUANTR, Wael Y AfRad ol & A9
T facel ¥ FRfd e WeR 6y O 96d § Al s9d1 o
AT AFTa A AAF BT | S/ B B Gl W W gfg B B
fog I8 a1 fhar =T =amfey o9 A= IR 9 Joa wewE
(price discrimination) faT ST AdHar & |

2. ‘g1=31 AT WGl fvfa (Make or Buy Decision)

S B UgES H I8 R oA T B P ua gol &1 i W e Sy
AT 39 9IOTR A WRIGT WY a1 A= orTd favelyor g8 fofg o= &
IUIRT FEIAT UG &HRAT 7, fa¥y dR R 99 I8 Yol qoiRk 9 @l
IAET HRA B Bl AN A B Hed W U & | 39 UBR BT i o
% oY IR o @1 o1 W@ IR B AHT AR | Bl Sl & |

e A ST IR & P | Afdd 8 Al Jol Bl IToR A I B
o1 oy foran ST =nfgy, foveg At A= ATd 99TR | WRIG & AR
A PH 7, Al Yol @I g1 AT A1y | Seelkdid 91 I8 © (o W@l
IATET PR Bl AN WR TR B FHI W@l drTd WR AR T8l fdban
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STl ifs I o SIARIT: bRl € TSl § @ Scarad | 9 fhar S |
TR TR W, WR AR TG &R AT 7 A A YHIad Fal Bl & |

Illustration 9.7:

A Radio Manufacturing Co. Finds that while it costs ¥ 6.25 to make
component X 280 Q, the same is available in the market at ¥ 5.75 each, with
an assurance of continued supply. The break-down ofthe cost is:

Material % 2.75 each
Labour % 1.75 each
Other variable costs % 0.50 each
Depreciation and other fixed costs % 1.25 each
%6.25

(a) Should you make or buy?
(b) What would be your decision, if the supplier offered the component at
% 4.85 each?

Solution:
Marginal Cost Statement
<
Materials 2.75
Labour 1.75
Variable overhead 0.50
Marginal cost per unit 5.00
feoqofi:

(a) goIf §A131: AT HRA DI AT aFTd 5 % Ui gdbIe © a
IR NI U $bTg 1.25 T & | A el dANTd 6.25 Ul SPIS & STdid
I8 oIl 9Tk ¥ 5.75 T URT e R UG 2 | Ffh IR I8 fdd anTd
A PH e dl FUW AR I I§ 1 2 [P Yol Bl qI6IR I HY DHRAT d8a)
2| U <EHT I8 & 6 afs gof 9 99IR 9 575 T H &y fHar Sg ar
1.25 ¥ @I W AN B 9/ 981 Sl FhaT| VA1 Reafd d gol &t
RIS AT @ 7 X 9T gab1s U, AT 5.75 T AIGTR e AT 1.25
3 ufr s1E oS arTa ot o5 qarg 8 o |addt | O Reafer # gfgean
ST 91a H © 6 gl &1 W 6.25 T UM SHIS @I AR W AT 1Y
Fifd IR A BT PR R Y8 7 T YT SHIE US|

v ol o9 9 qd I8 A1 Qg o =iy b SareT W 7 R
R Sl IATEA EHAT Wl R IFHT IUINT b4l iR a%] & Iara
# fpar STQa srEr € | AfE B, 9 I9IR ¥ 575 ¥ W HA B Bl
IR AT &1 ST arfey iife Ul Reafa # 1.25 &1 IRl arTa &1 994
B SITQ e Yol &l W AT R & ATd 6.25 3 B8R Safe iR
H I§ dael 575 I R IUAL & | =] I(Q WTell AT &Hdl bl bl
3R IUTET Bl & foly gAIRg 781 foham ST FapdT @1 SR AU 7Y HRON
W IR W By el A1 ST aney |




(b) gail ©IST: AT IR o4 4.85 % URT SHIS & AT AR A I HAT
NP ST BT FAiTh ISR H&I TR IATGH DR D] AHRT AR A BH
21 IOR A BT B H 15 U Ul SIS (5 ¥ — 4.85%) 1 g BN |

MUY &HdT (Idle Capacity)

AR AT RGO A UG e &Har bl Al &= H I Sl
MY | ST HFIT H YUY &AaT 7 81 AR Jol & IIed & o1y fHT 3fiR
J&] & I Pl BSHT Ug, A9 BV Y I B BRIT G DI BT
DI A S GAT AT | SR @I H, Whed &7 ok aff aere R
ST9 BV Y BRI BT URATARINS ARTd STHT 3T BI 1 3 Jo I A
gl 3feE @ B & 0T Jol g (Key factor) & U gdrS 3fere™
ERT &Y Sl 7 |

Illustration 9.8:

Manufacture of product 4 takes 20 hours on machine No. 101. It has a
selling price of ¥ 150 and marginal cost of ¥ 110. Component part Y could
be made on machine No. 101 in 4 hours. The marginal cost of component
part is ¥ 9 of which outside supplier’s price is I 15.

Should one make or buy component Y. Discuss in both situations when—

(a) Machine No. 101 is working at full capacity.
(b) There is idle capacity.

Solution:

(a) Contribution per unit of 4 =% 150 - 110 =% 40

Contribution per machine hour =73 40 + 20 hrs = X 2 per hour.

If component Y is manufactured then, as it takes 4 hours, the loss of
contribution is ¥ 8 (i.e., 4 hrs. @ < 2). The total cost to make component
YwilbeR9+38=%17.

This is more than supplier’s price of ¥ 15 and so it is better to buy than
to make component Y.

(b) If, however, there is some unutilised machine capacity, then there would
be no loss of contribution and so the cost of making component ¥ would only
be its variable cost, i.e., ¥ 9. In such a case, it would be economical to make
the product than buy it.

AR—TTd g<d (Non-cost Factors)— ‘13 a7 @WRIer ol # arra
@ fRad {e IR—arTd g A 3feTd W@ o &, S 771 TR | 8-

(i) %3 Y ST d1et Yol ¥ OET BT TeaTa (Assurance of quality of
the purchased part)

(i) FAR=IR TS BT LAt (Assurance of continuous supply)

(i) PR DT (AT ¥ oI T GG HI MLATHT (Assurance of no price
increase during the period of agreement)
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3. Sare fas1or @1 fvfa (Product Mix Decision)

It Hsro7 A7 fasha fs7or ¥ Aedd S U ¥ © ford fafi=T e
BT ITE AT [Ahd HAT ST & | U ATGRID ScdTa (HsToT &1 Fae
T I BT © O Ueb W 318D a3l BT IcUTe Bldll & AT D I
ST ¥ 37U S <<l & | ScUTe H8107 H gRacd - o FqEd DI A
@1 Rerfay # ff uRad AT © | A arTd e &1 Aerar o srftead
AMGERIS IATE THSIOT T =99 - H gfawr gl 3 |

JFfYHTH ATIGTID ScUTE H0T & TI9 U= Il bl <l I H dier ST
Fhdl B—

(i) ST {1 °cd  f&AT 81 | (When there is no key factor).
(ii) 19 Hol Tcd &A1 8| (When there is key factor).

W9 o "ed A fear &

Aol TCH BT AN G A8 Ugel &1 39 IR H QAT 1 Idhl & | 519 7
e | fear 81, 99 a8 SAre s Sifdedd oy <ar ® S ifdddH
3P UG Rl & | It 8707 § S e Af¥dad AN g
HNIEAT © S SIRT YT T & 9T $9P 3Icd1e+ &l geral fodr irdr 2

UL Sl UG HH G YT PR & Sl Sl HH HR o
NI IS CR COIRSIS I

Hlustration 9.9:
The following production/sales mix are capable of achievement in a factory:

(1) 2,000 units of product A and 2,000 units of product C.
(i) 4,000 units of product B.
(i) 1,000 units of product A, 2,000 units of product B and 1,600 units of
product C.
Cost per unit is as follows:

A B C
Direct materials ¥ 20 16 40
Direct wages < 8 10 20

Fixed cost is ¥ 20,000 and variable overheads per unit of A, B and C are
% 2,% 4 and T 8 respectively. Selling prices of A, B and C are X 36, ¥ 40 and
T 100 per unit respectively.

Determine the marginal contribution per unit of A, B and C and the
profits resulting from product mixes (i), (ii) and (iii).

Solution:
Marginal Cost Statement
Per unit of products
A B C
< < <
Selling price (S) 36 40 100

Direct material 20 16 40



Direct wages 8 10 20
Variable overhead 2 4 8
Variable cost (V) 30 30 68
Contribution (S — V) 6 10 32

Statement Showing Comparative Profitability

Sales Contribution Total Fixed Profit
contribution cost

(1) A 2,000 units 12,000

C 2,000 units 64,000 76,000 20,000 | 56,000

(i) B 4,000 units 40,000 40,000 20,000 | 20,000
(i) A 1,000 units 6,000
B 2,000 units 20,000

C 1,600 units 51,200 77,200 20,000 | 57,200

Conclusion. The sales mix (iii) is the most profitable as it yields the highest
amount of contribution and profit.

W9 o "Hc<a faar 8

Sq el ged fadn 81 dl Sif¥ihad dMarde Icre A & 999 ol °gcd
@ UfT IHIE S B MR UR AT ST & | 98] SIS Aaiferd AMeRIdh
HAMET SIAT © RSTAH JeT 9edh &1 Ui Shls BT AN Fa¥ A& 81 q2
I & I P IGRAT ST 2 | GAX WA TR YTAHbar IH IUE Bl &l
ST & e g1 gcd @ Ufd SH1e BT SRS TR I W 81 | 39 ISR
Jf~Tq grIffierdr S IUTE B Bl & e Jol uch Bl Ui $PbIg Bl
3feTe™ =LA B |

Ilustration 9.10:

A company manufactures three products. The budgeted quantity, selling
prices and unit costs are as under:

A B C

¢ ¢ ¢

Raw materials (@ ¥ 20 per kg) 80 40 20
Direct wages (@ X 5 per hour) 5 15 10
Variable overheads 10 30 20
Fixed overheads 9 22 18
Budgeted production (in units) 6,400 3,200 2,400
Selling price per unit (in <) 140 120 90

Required:

(1) Present a statement ofbudgeted profit.

(i) Set optimal product-mix and determine the profit, ifthe supply of raw materials
is restricted to 18,400 kg.
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Solution:
(i) Statement of Budgeted Profit
A B C| Total ¥
Budgeted production (units) 6,400 3,200 2,400
Selling price X 140 120 90
Sales (S) 8,96,000 | 3,84,000 | 2,16,000| 14,96,000
Raw materials 5,12,000 | 1,28,000 48,000
Direct wages 32,000 48,000 24,000
Variable overhead 64,000 96,000 48,000
Total variable cost (V) 6,08,000 | 2,72,000 | 1,20,000( 10,00,000
Contribution (S—V) 2,88,000 | 1,12,000 96,000 4,96,000
Less: Fixed cost* 1,71,200
Profit 3,24.800
*Calculation of Fixed Cost
A=6,400unit xI 9 = 357,600
B =3,200 units x I 22 70,400
C=2,400 units x ¥ 18 43,200
Total fixed cost =3 1,71,200
(ii) When raw material is the key factor
A B C
Raw material per unit of output 4 kg 2 kg 1 kg
Total raw material consumed (kg) 6400 x 4 3200 x 2 2400 % 1
=25,600 =6,400 =2,400
% 2,838,000 < 1,12,000 % 96,000
*Contribution per kg of raw material =
25,600 kg. 6,400 kg. 2,400 kg.
=3 11.25 =3 17.50 =340
Ranks I II I
*Contribution per kg of raw material is calculated as:
Total contribution + Total raw materials consumed
Suggested sales mix (raw material is the key factor)
Rank I - Product C—2,400 units % 1 kg = 2,400 kg
Rank IT - Product B — 3,200 units x 2 kg = 6,400 kg
Rank IIT - Product 4 — 2,400 units x 4 kg (balance) = 9,600 kg

Total materials available 18,400 kg

Thus the suggested product mix is : 4 — 2,400 units, B 3,200 units and C —2,400

units.
Calculation of Profit Contribution
Product 4 2,400 units @45 p.u. ¥ 1,08,000
B 3,200 units @3¥35p.u. ¥ 1,12,000
C 2,400 units @I40p.u. I 96,000

Total contribution 3,16,000
Less: Total fixed cost 1,71,200

Profit 3 1,44,800



AJ9-fI garfa SAfag  (Check Your Progress)
B AT H IH IRTAT ¥ & Sl IUTGH DI AIHT BT b

SHIS W TS 3fqaT 9 I BT 2|

(31) A (@) R T
(|) yA19 ARTd (3) SWRIaa a4l
. 3fPreT™ @Y AT B fafy =

(1) faspl — uRad=eliel am (@) o™ + IR ARt

(|) R drTd — B (3) SWRIaa a4l

. MR AR # e ArTa dc =

(1) Tormi @) uRad=relat

() el vd gRad=elid (3) SWiad § 4 dIg Al T8

. AT @Y IO B AT 2 |

(31) 3fP_™ — R AFTd (@) T AT AT

() e + Wil AF . (]) SWRIad aHl

. faf & Sl TR vd gRad=elia g &1 axqgsii &
AnTa # affaferd fear ST 2

(1) Afdere ot

(@) | T

(|) Afderd va ST aRTd

() SWRIGd # | PIg 1 &I

. I WM W Bl © S8l ol dNTd @1 U fHol AN
@l Uh—G¥R BT HIed & |

(31) TH—Tews fa=g (@) @ fawg
(|) 3mH fag (3) SWRIaa a4l
. JH-I=8T 95 & 3R q{ol NI QT UG FHol T N1 Bied I S
BV g7 T A Fed B
(1) FHBIOT @) fasmer dior
(|) geAT Bl (8) oTg Ior
. gAE T FH-fawes g W sy & SR B R WA FEd & |
(31) 3ferg (&) o AT 3UTd
() gRefm 4 (3) SWRIaq a4l

. FFTaRad STM@RI & IR UR AT ATAT SUTd B ITUMET DI |
faspl 10,000 ¥ T2T UReciele NI fdshl BT T HITY | AT AT
3O 20 URIRIT ToIT & 16,000 ¥ % |

(31) 60,000 ¥ (@) 40,000
(9) 80,000 ¥ (g) 32,000 X

- ITETH
gy Al

233



234

10

11.

. Fr=fofRaa IR & JMYUR TR o™ &I U1 SIS | o 913
JUTT 20 Uferard ¥ IR oINTd 5,000 ¥ AT f4shT 1,00,000 ¥

(31) 5,000 ¥ (@) 15,000 ¥

() 10,000 T () SWIad # ¥ iz A1 T8
R SR & JMER R FF—faweg a5 &1 T0MT FHIY |
T AT U 20 Ufererd T eIl ARTe 5,000 ¥ 2|

(31) 25,000 ¥ (@) 20,000 ¥
(4) 5,000 ¥ () SWIad # ¥ Pig A1 T8

12. FIfaRad STM&RT & SR W= JReT HHT &1 TOMT SIS |
(31) 5,000 ¥ (@) 15,000 ¥
() 10,000 T () SWIad # & PIg A1 T8

13. F=feRad ITMaR & MR R R ATd &1 IT0FT BT |
(31) 3,000 (@) 4,000 %
(4) 1,000 ¥ () SWIad # ¥ Pz A1 T8

9.7 3N gifa Wffaq gl & SR (Answers to

Check Your Progress)

1. (31) 8. (W)
2. @) 9. (a1)
3. (@) 10. (9)
4. (31) 1. ()
5. (a1) 12. (31)
6. (a1) 13. (@)
7. (49)

9.8

RIS (Summary)

I IR o7 31 © ST & U AfdRad sdhls @ IdTed @l ffaRad
AN | A T | Y aRad=eie ArTdl BT FHIIel BT § |
AR B AT arTd fafer ff wea € 1 A g fafSr adam= aRkves
# e & SReHIOT F SR Fhel Ud YT Al (g B8 & | ATV anTd

fafer
el

dheTeh W Ug=ereh faf=~1 aaraanfie Aok o & |ed 2dr 2 | 9 fasy
¥ yRad+, fassy 9= # uRadq, yRId=T3Nel IRl H dsdioll d2T eIy

NIl H qealell Nfe | gA—{deae a5 | 59 fdg )R §l dRTd dor s



g A B AT FaATRId A6 DI 39 favg WR [dep! uR 71 81f+ 1 a4
BT &, 9 fIg R §at W & IF1 U@ B & | fIpa g e uRad-eiiet
AT & IR BT 3G Hed 8 | ST AR NI qAT AT BT ART BIT

2 | I8 AU FTa1 318 81 I ATGAIISH  FIST Pl BRIGHS Bl © |

JReT AT aRdfad 9 dn FH-faTes g @ ok &1 ded o | e
A f7qT afde 8RN Sl g § g1 P AHaEY BF BF |

9.9 Y& vTdeail (Key Terminology)

o UM @RI (Marginal Costing): &l ST H 39 URIAA ¥ 2 I
STEA DI JET BT UHh §Phls | TS 31qdl g J 8l 2 |

o W—fdw8T =g (Breake-even Point): $f 39 fIg W G @

qam fama o FA B € |

e 32T (Contribution): Iy Joa dom uRecdeliel AFTT & <R

P P B |

e AITH HIAT AJUTd (Profit Volume Ratio): I8 3iE R Ay &1

U T |

o &l HHAT (Margin of Safety): Ir<I[dd [y dorm AA—fI=ws fa=g

P N Bl Ped 2|

9.10 W-YAThd YT Td JXATH (Self Assessment

Questions and Exercises)

o] I<XIIA YT (Short Answer Type Questions)
1. M ARTT BT 3Fef T BIT |
Explain the meaning of Marginal Costing.
2. AA-fI=gs fag &1 a1 W P |
Explain the Breake-even Point.
3. HH—fdewg fa=g &1 Ar=uamg ford |

Write the assumption of Breake-even Point.

4. FA-fI=es a5 &1 a1 Mader I W B |

Draw the Break-even graph and explain.

5. T HAT AU BT 3 W BIFY |

Explain the meaning of Profit Volume Ratio.
6. T AT 3TUTd & SUART ford |

Write uses of Profit Volume Ratio.
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<rdl ST 999 (Long Answer Type Questions)

1.

A oTa fAfe ar 87 sHe oM ar iRl @ §?

What is marginal costing? What are its advantages and disadvantages?
A rTd fafer qen dfdere arrd IfYr &1 e aofa i |
Give a comparative description of absorption costing and marginal costing.
AT AT T e b ATIdmsl TR MR 2 |

What are the assumptions on which marginal costing technique is based?

I T 3T RT FHSIT 27 SHDBT o A R IJH- 87

What do you understand by contribution? How is it related to profit?

ferferRad oR fewoll foTRay (Write notes on the following)
(i) ATH—3TeIT faeeiyoT (Break-even analysis)

(i1) P/V 3141 (P/V ratio)

(i) IRad ArTa fEROT @ < (Uses of variable costing)
(iv) 3T BIT (Angle of incidence)

9.11 HE™® UIgd AUl (Suggested Readings)

1.

Cost Accounting— Theory, Problems and Solutions; Author: M.N. Arora,
Publisher: Himalaya Publishing Housing, Mumbai.

. Advanced Cost and Management Accounting: Problems and Solutions;

Authors: V. K. Sexena and C.D. Vashit, Publisher: Sultan Chand and Sons,
New Delhi.

3. YD @Ay, ige: €. TRl [T, |ifecd Hae ufeeae™, JIFRT

N

O 0 39

. UGB RIS, Tgeh: Sf. B.Sll. Il

. Management Accounting; Author: Prof. Hingorani Sultan Chand Sons, New

Delhi

. fo<i vey; oass: TH.S1. JrraTe, TA.UY. JRTaTd, IHYT 9@ U, SR |
. Management Accounting; Author: S.N. Maheshwari.

. UGB SIRATAf; T €. .Sl Pl

. NI RITh; oiE@d: AMFaTe], ASeas] el b [SUl, SR |

10.

Cost and Management Accounting; Authors: Jain and Narang.



AT 10 YUY i@ UG fa=axor fagaiyor

(Standard Costing and Variance
Analysis)

AT (Structure)

10.0 TR=™

101 S

10.2 YA ATTd 6T 37

10.3 YHIY o7 fafer : amera vd alR9med
10.4 YHTT SRTA 3IR SAFATT SARTT H 3T<R
10.5 Ta=ROT fetyor & et

10.6 MU AT fa=eRor

10.7 G eI fa=Ror

10.8 %19 NI =Ry

10.9 YT WY SAMIY Tl & IR
10.10 AR

10.11 Y& FeaTdel!

10.12 XG@-IIh YT Td XA

10.13 HBTID UIGT AT

10.0 uR=A (Introduction)

A RT3 ART =07 @1 98 dabeiie & O arRaifdd arTd & ardi
B R A B Y TAG AT BT ERr fBar S ®| UEg AT B
IIIfd R Y JAHS 3T B QT H UTY ST dTel 3R Pl §¥
PR B oIy URIHAD HaH ISIY S & | YAT ARt ey 7 e o
JEIRAT DI AN & A= T S AR B AT TAT &, 319 BT 99 G
ST b1 |1 <oIT STUeT g A Ugel | FEiRd & AT i €, SR—oiy
IUTEH BRI BT BT & | GRS ARTAl BT a1 Usel I HeiiRd gl 4
DI ST © TAT ST @ 7L H fI=Ror g At § A1 ST HROT Afed fageryor
fPaT ST & | SHPT AT 50 SIS H [bdT ST |

THIT o Uq fdevor
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10.1 S&¥Y (Objectives)

39 U b UgH b dIg IMI—

o UATY SIRTT T 31T WU H eI |

o THIY AFTa fafr THsM # H8rI& |

o YHIT NI AT AFATTT AR H iR T H HEISD |
o fITROT faveiyor &7 27ef FHeM H e |

o AT fIeROT IO HRA H HERID |

o S AN B UgH B 91§ A A= fI=Rom 1 70MT |

10.2 YHIY @RI &I 312 (Meaning of Standard
Costing)

A ARG U gd FEiRd anTa 8 o v uRamg efeRad 8-

1. 9181 U9 8IS & IR, “YAY 7] U Yo (eiRe e €, it
I8 FEiRd &l & 16 <1 g3 uRRIfRl # Uxd I I1 Wl &1 AT F1
B AR |

2. TS WYY, o< & JAR, "JAMY AN U gd FeiRa amra
@ AER TR BT ST 2| 39 Jod MR va fdaRor fderyor & gRT Inrd
=0T & SMUR & ®U # JART fHar S AHar 21"

10.3 Y99 oRra fafer : s vd gfRymyme
(Standard Costing : Meaning and Defintions)

AT ART IS Saiae 1 Ui Ufshar ud dabiie o, [oTde g§RT Ya—+eiRd
ATl B IRdfd ATl | T &1 Sl 8 AR D JER R BRI D
HIAT DT FEROT fHIT AT & | TFT BT o1 IR IuT AR BT fageryor
ERT AMATIHATTIR FIRTHS HeH IS O & | IR AT oIrTd fafdy
@ qe gAY 4 TR B

9189 U4 gids & AR, VA dNTd A JnTd of@ied & Uh
T & TH uiReEre @ el FeiRa &3+ @ oy gd S1e a1
AT DI YA ARTd I AT IRATde IR | B Sl &, R4 (IS e
BT ) GRS HRIATE! 3 Bl ST | |

AT WY, d<1 & AR, “YHIT AT A JH19 SARTdl @l Ry
T4 U, GRS ANTAl & A1 S9! el 9T BRI Ud y9ma & fowgal
®T qed 8¢ faaRuil &1 faewemor 2 |




Iuged TRITSIAT &1 @R 9 FrEfoiad fig e 8 g

(37) yAMT AT ffY Rai=T vd U Ui Ufthar vd daie ©, ORI orTa
@ fafer= acal (@Rl 5™ vd aRe) & A | Y99 SrTdl Bl
e forar ST 2 |

() RSP ARTT HI IO & ggard YHT AR SFD] JoAAT bl
ST # |

(H) o @ AR R [G=R a0 by S € qA7 I8 BRI BT gal
SR ST B |

(%) IRl & forg SRETR fawgail & MeiRoT fBar ST 8 o maedsd
BRIATE B S B |

(@) fraeror Oy faeRel @ g9 # U8 BRIAE GURIHS SURl & w4
H T IR—faw=or A fa=Ren @f <9 § WIidl YAl & A9EE &
w9 H BT 2|

gaTg arTd fafer @) fasiadig (Features of Standard
Costing Method)

JATT IR &1 f=ferRad favwand fe 8-

1. 99T g fafS & Aduem Scare A1 WA 9 AiId dadi b YHY
AN Ugol | B faiRd & off Sl 2|

2. Sdlad -~ ?l' NIE! Eﬁ TUHTd IdT] El”ﬁ CH‘i‘\'Ii-aCb ANTd EF% IUTAET
P Sl 2 |

3. UMY ARTd A 1 9e9 Ae<dqul faRIvdT JHY drTd iR aRdide
AT QT B T 3R fATeiyor v 7 |

4. T AT AR aRATdD AN Dl oI Gd fageiyor § Had Fgwayol
Uge] oI feaRUT 1 Si1d AT 2 | I8 faerv1 ARTd & fafd=1 deai
H STTT—3felt =1 by ST € |

5. IfS JHIY AIRTT SIR dR<A(dd NTd & A2 AR fFisperar ©, a1 $9
faeRot & SR BT gaqT AT ST € | I R e Ay
AT IR—T=07 A7 & 9ad 7 | R0 & SRR SR BT
g fhar ar 2

THIT o Uq fdevor
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gy AT

239



THIT o Uq fdevr

fareeraor

240

feogofy

L STENTH
gred HrEY1

10.4 YHIY SIRTd 3AR AT Rrd 3R
(Comparision of Standard Costs and Estimated
Costing)

T AN 3R STHIG IRTd # 3R fferRad &

1. IO ST I8 WO Rl © fo aNTd &7 81 arfsv Sfdafd
AT AT I8 qarh © b AN a1 B |

2. AT AFTd fUBEl! @ & sfidhs H AEaID AIET IR
AT BT STl & STafch TS SR BT AN & d=iTi+eh faeeiyor
@ MR W fuiRa far Srar 21

3. YA NI &1 2 AT FFRI=A0T 3R BRIGRICT BT AT BT
2 ST AT ARTT &1 O] SUTE BT I131 IT TWRIGT BT o7
o, I qou FeiRa a1 A1 Sver &1 o T &7, sANS &
fog &1 Sl 2 |

4. JHIY9 NI <1 IUATS ST Tl & STal AT SATe- Tavel &
AR R YHIUT a%] BT UG BT © Sidih AT AT DI
IR Bl UAh Rf § SIY=RIT T HobelT 2 |

10.5 fd=axor fagaiwor &1 312 (Meaning of Variance
Analysis)

faeRoT & ey yHIfud R (Standard Level) T9IT aafds wme (Actual
Performance) ¥ 3R ¥ BT & | feRoT faweryor fGerel & gaRerd Jedia
®I U VAT [l § T8 SRIgGeerdr Ao iR Fwre gaRe & oy vewe
DI IR AN YA BRIg ST Fab | FI=Ro7 fawetyor # fFr=ifaRad ufshamg
[ffferd gl 8—

1. fqa=ON ® IAUET (Computation of Variances)— fa=ror fageryor #
fOff~ I3 @ MR W= fIeRoll &) ToMET @ St B | 39 et AT faaRon
B AR faeRoT, s/ faaRor qor SuRery faexer safe # faviford fear S
2 | qAT TN = 3D Iufdervl # fI9IRTa o) S T0MT &) Sl 2 |

2. fqavont & &R &1 =T (Determination of the Causes of
Variance)— fa@Rol &1 T0FT & U9l UAd [GER0T & R TR IHD HRON
&1 fuRer far Srar 81 avaa # =Rl @ 7omET € uaia T8l ekl o
@ & I oy ITRGRAT SR 6T AT = 7T 1Y | 37d: faaRol & dRoi
IR B9 RN & Y@l BT b AT ST |




3. faazo’ &1 fAUeRT (Disposition of Variances)— S Ufhar # a8 §919 &/@ v9 fdevor
faweiyor

e fear S 21 - faeRer FrReer anr g ek SE e forg
aTgh Forrai bl RIS IR B A1l & A Yo GURIHS HRIATE] DR
qD |

10.6 AAT @IRTa fa=avor (Material Analysis)

AR AN el ANTd BT Agedyul 37 & 3R 39 gitc | Al faeRor &1
fargeryor ff o Fe@yol © | AR NG fARelvoT & SRR yel ARl
(Direct Material) @1 @RTd ¥ 31 arel fa=Roll I BT &, offdhT Axerdr 3R
Hferadr 1 gite | 531 AUl fagelvor &1 &er STl © | | ST f4geryor
@1 faga faaem fret ueR

1. 9T @Rt fd9RoT (Material Cost Variance or MCV)— I8
fareRoT @) yAIfia RTd QiR aRafde anTd @ STk &l GeIal © | g3 & W4
H 39D TET A UBR @ Sl B

Material Cost Variance = Standard Cost of Material — Actual Cost of
Material

Or
MCV

SC-AC
(SQ * SP) — (AQ * AP)

SQ = Standard Quantity for Actual Output (FR<Id® ITEH & oy AFRER
CARCEIECRGIED)

SP = Standard Price Per Unit of Material (A=l &1 Ul S&Ts THIT @11Ta)
AQ= Actual Quantity Used (1 &1 Ugdd qrReifdes Hr=)
AP = Actual Price Per Unit (YT SbTS AN &7 IRdd o)

10.7 AT e fa=xoT (Material Price Analysis)

1. GFTEA Y& fd@ROT (Material Price Variance or MPV)— 9T &
IRAMAS Fed AR YAINUT oI & 3R @ HROT AW B AR H ST fa=Ror
T & I AT I fITRT FEd & | 39H I T TBR B

Material Price Variance = Actual Quantity used (Standard Price per Unit —
Actual Price per Unit)

Or
MPV = AQ(SP - AP)

feoofy
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2. Y SUANT fq=ERor (Material Used Variance or MUV)—
AT A3 fIEROT (Material Quantity Variance) a1 AT feleral fa=ror
(Material Efficiency Variance ) ¥ ®&d & | I% [deR0T AR &RTd faeRoT &t
g AN © Sl AR BT Bl FHITIT AIHT 3R ol aRaddd J3 H 3R &
BRI~ Bl 2| I & B H—

Material Usage Variance = Standard Price per Unit (Standard Quantity —
Actual Quantity)

Or
MUYV = SP(SQ —AQ)

faaoTl &1 ATV (Verification of Variance)— M & T4 faaron
@I @ & geard 9 93 @ IR W 9T gt @ o 9l &—

Material Cost Variance = Material Price Variance + Material Usage
Or

MCV =MPV + MUV

Material Cost Variance (MCV)

(SC-AC)

Material Price Variance (MPV) Material Usage Variance (MUV)
Material Revised Usage Variance Material Mix Variance (MMV)
Or

Material Sub-Usage Variance

e § {5 gamg Aeor & InT dor ardfde BT & AT ° SR 8
R f= a1 faeRoT 3R fAare 81 2

T4 TP | IS GHR B AU B ag & ST | YANT Bl @
AT AT SUART f4=R0T BT AT &1 9RN H dfeT Skl e

(@1) <t Gfera SuAT Jrdar SU-SUART fa@ReT (Material
Revised usage or Sub-Usage Variance — MRUV or MSUV)- Jg fd=Ror
IRAfA®H IUTGA @ foT¢ JHITUT AT T IRAfdd 8107 & IMUR WR Feferd
THITUT HIAT & AR & DR II~ BIdT & | G Teal H, AR U fa=aRor
(MUV) # | Gt 8101 faaRer (MMV) @1 3TelfT &R & U9a1q Sif 9Y I8
ST &, S AT AT SuaT fOeRT SEd § | 39S G T UHR B

Material Revised usage Variance = Standard Price per Unit (Standard
Quantity— Revised Standard Quantity)

Or
MRUYV or MSUV = SP (SQ —RSQ)




@) At fysror fa=@ReT (Material Mix Variance or MMV)- 3fe 7919 &/@ v9 faaver
ardfas arrll fsmr § wed A amiRt &1 s s o | faeetyr
=1 BT € O 39 AT @ RO S BF drel faeRer w At st fougufy
fareRoT o' ST § | ST 93 T UaR 8-

Material Mix Variance = Standard price per unit (Revised Standard
Quantity —Actual Quantity)

Or
MMYV = SP(RSQ —AQ)
Material Cost Variance (MCV)

(SC-AC)
J
J J
Material Price Variance (MPV) Material Usage Variance (MUV)
2 2
Material Revised Usage Variance Material Mix Variance (MMYV)

or
Material Sub-Usage Variance

Illustration 10.1:

The standard cost card shows the following details relating to material needed
to produce 1 kg. of groundnut oil-

Quantity of groundnut required 3 kg.

Price of groundnut % 2.50 per kg.

Actual production data—
Production during the month 1,000 kg.
Quantity of material used 3,500 kg.
Price of groundnut T 3 per kg.

Calculate: (a) Material Cost Variance, (b) Material Price Variance and
(c) Material Usage Variance.

Solution:

Basic Data
Standard Quantity (SQ) = 1,000 kg. of production % 3 kg. = 3,000 kg.

Standard Price (SP) = Y 2.50 per kg.
Actual Quantity (AQ) = 3,500 kg.
Actual Price (AP) = % 3 per kg.

Calculation of Variances—
(a) Material Cost Variance
= SC - AC
= (SQ x SP) — (AQ x AP)
= (3,000 x 2.50) — (3,500 x 3) =% 3,000 (A) VT-SHEIT
g3 A1 243
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(b) Material Price Variance = (SP — AP) x AQ
= (2.50 - 3) x 3,500 =% 1,750 (A)
(c) Material Usage Variance = (SQ — AQ) x SP
= (3,000 —3,500) x 2.50 =¥ 1,250(A)
Check:
Material Cost Variance = Price Variance + Usage Variance
3,000 (A) = 1,750 (A) + 1,250(A)

Illustration 10.2:

From the following data, calculate material mix variance. Also calculate price
and usage variances.

Raw material Standard Actual
X 40 units @ I 50 per unit 50 units @ ¥ 50 per unit
Y 60 units @ < 40 per unit 60 units @ I 45 per unit
Total 100 units 110 units
Solution:

Calculation of Revised Standard Quantity (RSQ).
40

RSQof X =— x 110 = 44 units
100
60 .
RSQofY = — x 110 = 66 units
100
Material Mix Variance = (RSQ — AQ) x SP
Material X = (44 — 50) x 50 =3300(A)
Material Y = (66 — 60) x 40 =% 240 (F)
MMV =% 60 (A)
Material Price Variance = (SP - AP) x AQ
Material Y = (50 — 50) x 50 = Ni
Material Y = (40 — 45) x 60 =3300 (A)

MPV = %300 (A)

Material Usage Variance = (SQ — AQ) x SP
Material X = (40 — 50) x 50 3500 (A)
Material Y = (60 — 60) x 40 = Ni

MUV= % 500 (A)



Hlustration 10.3:
During the month of May, the following data applies—

Raw Material Standard Mix Actual Mix
Units  Price Amount Units  Price Amount
Kg. < < Kg. < <
X 60 25 1,500 56 25 1,400
Y 40 50 2,000 44 50 2,200
Total 100 3,500 100 3,600
Less: Loss 30 26
Yield 70 74

The standard loss is 30%.
Calculate: (a) Material yield variance (b) Material mix variance.

Solution:

(a) Material Yield Variance = (AY — SY) x SOP
MYV = (74 — 70) x 50* =¥ 200 (F)
*Standard material cost per unit of output is calculated as follows—
Standard material cost _ ¥ 3,500
Standard output 70
(b) Material Mix Variance = (RSQ — AQ) x SP
Material X = (60 —56) x 25 =% 100 (F)
Material Y  =(40-44) x50 =7%200 (A)

MMV =% 100 (A)

SOP= =350

Note: In this case, standard quantity and revised standard quantity (RSQ)
are the same because total actual quantity of all the materials and total standard
quantity is the same, i.e., 100 units.

Illustration 10.4:

The standard mix to produce one unit of product is as follows—
Material A 60 units @ X 15 perunit = 900

Material B 80 units @ X 20 per unit = 1,600
Material C 100 units @ X 25 per unit = 2,500
240 units 5,000

During the month of July, 10 units were actually produced and consumption
was as follows—

Material A 640 units @ I 17.50 per unit = 11,200
Material B 950 units @  18.00 per unit = 17,100
Material C 870 units @ X 27.50 per unit = 23,925

2460 units 52,225

Calculate all material variances.
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Material Standard for 10 units Actual for 10 units

feaofy Oty.  Rate Amt. Ow. Rate Amt.
Units < < Units < <

A 600 15 9,000 640 17.50 11,200
B 800 20 16,000 950 18.00 17,100
C 1,000 25 25,000 870 27.50 23,925

Total 2,400 50,000 2,460 52,225

1. Material Cost Variance = Standard cost — Actual cost
= 350,000 — X 52,225 (A)
MCV = ¥ 2,225(A)
2. Material Price Variance = (St. Price — Actual Price) X Actual Qty.
Material A = (15 — 17.50) x 640 =73 1,600 (A)
Material B = (20 — 18) % 950 =3 1,900 (F)
Material C = (25 — 27.50) x 870 =% 2,175 (A)
MPV =% 1,875 (A)

3. Material Usage Variance= (St.Qty. — Actual Qty.) X St. Price
Material A = (600 — 640) x 15 =3 600 (A)
Material B = (800 — 950) x 20 =% 3,000 (A)
Material C = (1,000 — 870) x 25 =% 3,250 (F)
MUV =% 350 (A)

4. Material Mix Variance= (Revised St. Qty. — Actual Qty.) x St. Price
Material A = (615* — 640) x 15 =73 375 (A)
Material B = (820* — 950) x 20 =% 2,600 (A)
Material C = (1,025* — 870) x 25=1% 3,875 (F)
MMV =% 900 (F)

*Revised Standard Quantity (RSQ) is calculated as follows—

2460
2400

2460
2400

2460
2400

5. Material Yield Variance
For yield variance, certain basic calculations have to be made as follows—

Material A = x 600= 615 units

Material B = x 800= 820 units

Material C = x 1,000 = 1,025 units

Actual usage of materials
Standard usage per unit of output

¥ ST 2460

246 9139 Gt = 220 10.25 units

Standard yield =




SOP (St. material cost per unit of output)
= 50,000 + 10 units = T 5,000
Material Yield Variance = (AY — SY) x SOP
MYV = (10-10.25) x 5,000 =¥ 1,250(A)
Material Revised Usage (or Sub-usage) Variance (MRUYV)
= (Standard Quantity — Revised Standard Quantity) % Standard Price

Material A = (600 — 615) x 15 =3 225(A)
Material B = (800 — 820) x 20 =3400(A)
Material C = (1,000 — 1,025) x 25 =3%625(A)

MRUV =% 1,250(A)
Note: Either MYV or MRUV is calculated. These two are always equal.
Check:

@) MUV =MMYV + MYV (Or MRUV)
3350 (A) =3900 (F) +3 1,250 (A)
Or
(ii) MCV =MPV + MMV + MYV (Or MRUYV)

22,225 (A) =% 1,875 (A) + T 900 (F) + % 1,250 (A)

10.8 %M <I’Td fd=vvr (Labour Variance)

feRoT fqgetyor 3 57 NI faweivon &1 A1 #ewayul e 8, wifd 3 faearo
S AT B HIRIGIEA BT Ae<dYvl AYGUS B & | &9 dNTd [aaRoT &l
TOMET B foRqga e f=faRad &

(31) T4 U &1 YR & 519 6T YANT BIdT &1 (When only one type of labour
isused)

A1 Rerfay & gmam=ad: 9 faaRor & o1 &1 ot @ S A U

T—

1. 519 ARTd {4=9RT (Labour Cost Variance of LCV)— $H 2Rl &1
UI& HolgXl faavor (Direct Wages Variance) 31T “dyel #oigl faaxor
(Total Wages Variance) ¥ &g Hadl & | 5T @NTA fA2R0T A 3R IR

JATE I JHT ARTT 3R IRAAD SN & <R H 2 | A & WU H 3qD]
TUET 9 IR B ST B

Labour Cost Variance = Standard Cost of Labour— Actual Cost of Labour
Or
LCV = SLC-ALC
= (ST or SH x SR)— (AT or AB x AR)
T
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ST = Standard Time required for Actual Output (AR<II® IcATE & forg
ST G D] YAIUT AIH) | B8 Yadd! H ST & I UR SH (Standard Hours)
BT FART T BT 137 7, offehT 993 3, 9lg, SAe & WU H 1 &1 Havell
2| 3R ST BT YINT U Refey 7 81 Fahar & | Stafd SH BT YART Sl wes!
# B woar &, o 9Ha gvel # & 8-

ST = Standard Rate of Labour (3T &I UftT S®IE YHY <)
AT = Actual Time Consumed (TRd H T 319 HY)
AR = Actual Rate of Labour (3 &1 aRd{d® &%)

2. 519 X fq90T (Labour Rate Variance or LRV)- S Rate of Pay
Variance ¥ H8T SIAT € | I€ $19 ARTT fIROT &7 98 1T ® O 579 &% H
=TT & BROT U BT 8 | D! TUMET BT G 30T UHR o—

Labour Rate Variance = Actual Time Cnsumed (Standard Rate of Labour
— Actual Rate of Labour)

Or

LRV (=AT or AH (SR —AR)

3. 59 Heldl fa=RoT (Labour Efficiency Variance of LEV)- f2=<1
TR & HU H ST SErdT [AeRT AT SH BRIGRIC [deRer W &8 Habd
21 T8 M AN fIaRT BT 98 9T & S IR<fdd Sred & oy 3mavad
AT 999 IR aRad # o 979 & MK @ BRI ST~ BIdT & | 3@
TOET &1 g3 Ffaliad &

LEV = SR (ST—AT)

Or

SR (SH-AH)

59 IART AT faaRor (Labour Yield Variance)— SH=Id: U6 YR
@ M & YA 89 IR (Labour Yield Variance) &1 0T &1 @ SITcll, Fifdh
(Labour Efficiency Variance) 8T (Labour Yield Variance) @7 <77 &I 91T &,
<IfehT Ife g% # (Labour Yield Variance) fiaerarar 741 &1 A S 7+ 3R

R @1t Ihd & | i gt 7 (Labour Efficiency Variance) @ aRT6R &
BT |

Labour Yield Variance = SC per unit (Actual Yield — Standard Yield or
Revised Standard Yield)

Or
LYV =SC per unit (AY —SY or RSY)

IS JAY 9 IR R T aRT6R 81 1 SUd g3 4 SY BT UART
BN, if Ife 39 ST | R &1 aI SY & 9 TR RSY &1 WRINT fhar
ST | RSY &1 041 1 g 8-




SY x AT SY x AH
RSY = ST or SH

Illustration 10.5:

Coates India Ltd. manufactures a particular product, the standard direct
labour cost of which is ¥ 120 per unit whose manufacture involves the
following—

Grade of workers Hours Rate Amount
< <
A 30 2 60
B 20 3 60
50 120

During a period, 100 units of the product were produced, the actual labour
cost of which was as follows—

Grade of workers Hours Rate Amount
< <
A 3,200 1.50 4,800
B 1,900 4.00 7,600
5,100 12,400

Calculate: (a) Labour Cost Variance
(b) Labour Rate Variance
(c) Labour Efficiency Variance
(d) Labour Mix Variance.

Solution:

Actual for 100 units Standard for 100 units
Grade of worker

Hours Rate Amt. Hours Rate Amt.

< < < <
A 3,000 2 6,000 3,200 1.50 4,800
B 2,000 3 6,000 1.900 4.00 7,600
Total 5,000 12,000 5,100 12,400
(a) Labour Cost Variance =SC - AC
LCV =12,000 - 12,400 =% 400 (A)
(b) Labour Rate Variance = (SR - AR) x AH

A = (2 - 1.50) x 3,200 =% 1,600 (F)
B = (3-4.00) x 1,900 =% 1,900 (A)
LRV =% 300 (A)
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(c) Labour Efficiency Variance = (SH — AH) x SR
A =(3,000 - 3,200) x 2 =3 400 (A)
B =(2,000 —1,900) x 3 =% 300 (F)

LEV=3% 100 (A)

Check: LCV =LRV + LEV
400 (A) =300(A) + 100(A)
(d) Labour Mix Variance = (RSH* — AH) x SR

A = (3,060 — 3,200) x 2= T 280 (A)
B = (2,040 — 1,900) x 3= % 420 (F)
LMV =% 140 (F)

*Calculation of Revised Standard Hours (RSH)

_ St.hours of the grade

Total actual h
RSH Total St hours x Total actual hours
3,000
= Y 1 -
Grade A 5,OOOX5’ 00 =3,060 hrs.
2,000

Grade B x5,100 =2,040 hrs.

~ 5,000

Labour Revised Efficiency Variance (Or Labour
Sub-efficiency Variance) (LREYV)

This is similar to Material Revised Usage Variance and is a sub-variance of
labour efficiency variance. It arises due to factors other than those which give
rise to idle time variance and labour mix variance. Thus, this is a residue of
labour efficiency variance left after idle time and mix variance have been
separated. Its formula is—

St.hours for Revised

- X St. rati
actual output ~ st. hoursj St.rate

Labour Revised Efficiency Variance = (
LREV =(SH - RSH) x SR

Example:

Using the data given in Illustration 9.3
Labour Revised Efficiency Variance = (SH — RSH) x SR

Grade A = (3,000 — 3,060) x 2 = ¥ 120 (A)
Grade B = (2,000 — 2,040) x 3 = ¥ 120 (A)
LREV = % 240 (A)



Check:
LEV =1LMV + LREV
T 100(A) =% 140 (F) +3 240 (A)

Labour Yield Variance (LYYV)

This is quite similar to Material Yield Variance. This variance reveals the effect
on labour cost of actual output or yield being more or less than the standard
yield. Its formula is—

Actual St.yield . St.labour cost
yield from actual input per unit of output

Labour Yield Variance = (

Ilustration 10.6:

Standard output 500 units.
Actual output 450 units.
Standard time 1,000 hrs.
Standard rate % 20 per hour.

Calculate Labour Yield Variance

Solution:
St. time per unit = 1000 hrs + 500 units = 2 hrs.
St. cost per unit = 2 hrs @ 20 =% 40.

Labour Yield Variance = (@?ﬁglf&wem) x St Z?wofzfarutu "
= (450 — 500) x ¥ 40 =% 2,000 (A)

Illustration 10.7:

The standard labour employment and the actual labour engaged in a week
for a job are as under—

Skilled Semi-skilled Unskilled

workers workers workers
Standard no. of workers in the gang 32 12 6
Actual no. of workers employed 28 18 4
Standard wage rate per hour ¥ 3 2 1
Actual wage rate per hour I 4 3 2

During the 40 hours working week, the gang produced 1,800 standard
labour hours of work. Calculate—

(a) Labour Cost Variance (b) Labour Rate Variance
(c) Labour Efficiency Variance (d) Labour Mix Variance
(e) Labour Yield Variance
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Solution:
Standard Actual
Category Hrs.*  Rate Amount | Hrs.* Rate  Amount
of workers < < 7 7
Skilled 1,280 3 3,840 1,120 4,480
Semi-skilled 480 2 960 720 3 2,160
Unskilled 240 240 160 320
2,000 5,040 2,000 6,960
*Hrs. = No. of workers x 40 hours.
_%5,040 _
St. cost of actual output = 3,000 hrs x 1,800 hrs. =3 4,536
Labour Cost Variance = St. cost of actual output — Actual cost
LCV =% 4,536 — 6,960 =3 2,424 (A)
Labour Rate Variance = (SR - AR) x AH
Skilled = (3 —4) x 1,120 =3 1,120 (A)
Semi-skilled = (2 — 3) x 720 =3 720 (A)
unskilled = (1 —2) x 160 =3 160 (A)

LRV = 2,000 (A)

Labour Efficiency Variance= (*SH for actual output — AH) x SR

Skilled
Semi-skilled
Unskilled

= (1,152 - 1,120) x 3 =% 96 (F)
=(432-720)x 2 =% 576(A)
=(216-260)x 1 =% 56(F)

LEV =% 424 (A)

*St. hrs. for actual output are calculated as follows—

Skilled

Semi-skilled

Unskilled =

Labour Mix Variance
Skilled

Semi-skilled

Unskilled

1,800

=72 000 *1,280=1,152 hrs.
1,800

=5 000 * 480 =432 hrs.
1,800

2000 % 240 =216 hrs.

= (Revised st. hrs. — AH) x SR.

= (1,280 — 1,120) x 3 =% 480 (F)
= (480 —720) x 2 =% 480 (A)
= (240 — 160) x 1 =3 80 (F)

LMV =% 80 (F)
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Actual  St. output for

Labour Yield Variance = output ~ actual hours ) * * St. rate per hour of work e
LYV = (1,800 — 2,000) %= Z 504 (A) feagofy
Check:
(i) LCV =LRV + LEV
32,424 (A) =% 2,000 (A) + T 424 (A)
(i) LEV =LMV + LYV

424 (A) =% 80 (F) + T 504 (A)

Hlustration 10.8:
From the following particulars, compute—

(a) Material cost variance, (b) Material price variance, and (c) Material
usage variance

Quantity of materials purchased 3,000 units
Value of materials purchased % 9,000
Standard quantity of materials required per ton of output 30 units
Standard price of material % 2.50 per unit
Opening stock of materials Nil

Closing stock of materials 500 units
Output during the period 80 tons
Solution:

Basic calculations:
Actual quantity of material purchased = 3,000 units
Value of materials purchased = X 9,000

Actual o . _ %9000 . .
ctual price per unit = —3’000 units per unit

Standard price = 2.50 per unit
Standard quantity = 80 tons x 30 units = 2,400 units
Actual quantity = Opening stock + Purchase — Closing
stock
= Nil + 3,000 — 500 = 2,500 units
Calculation of variances:
(a) Material Cost Variance = SC — AC
= (SQ x SP) — (AQ x AP)
= (2,400 x 2.50) — (2,500 x 3.00)
MCV =% 1,500 (A)
(b) Material Price Variance = (SP — AP) x AQ
= (2.50 — 3.00) x 2,500
MPV =% 1,250 (A)
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(c) Material Usage Variance = (SQ — AQ) x SP
= (2,400 — 2,500) x 2.50
MUV =% 250 (A)
Check:
MCV = MPV + MUV
% 1,500 (A) =% 1,250 (A) + X 250 (A)
% 1,500 (A) =% 1,500 (A)

Ilustration 10.9 (Material Variances):

A manufacturing concern which has adopted standard costing furnishes the
following information—

Standard:
Material for 70 kg finished products 100 kg
Price of material Re. 1 per kg
Actual:
Output 2,10,000 kg
Material used 2,80,000 kg
Cost of materials. 3 2,52,000
Calculate:

(a) Material usage variance, (b) Material price variance, (c) Material cost
variance.

Solution:
) 100 kg

Standard Quantity (SQ) for actual output = 2,10,000 kg x m
=3,00,000 kg

Actual Quantity (AQ) =2,80,000 kg

Standard Price (SP) =Re. I per kg

Actual Price (AP) = (¥ 2,52,000 + 2,80,000 kg)
= Re 0.90 per kg.

(a) Material Usage Variance = (SQ - AQ) x SP

= (3,00,000 — 2,80,000 kg.) x 1
=% 20,000 (F)

(b) Material Price Variance = (SP - AP) x AQ
=(1-0.90) x 2,80,000
=¥ 28,000 (F)

(c) Material Cost Variance =(SQ x SP) — (AQ x AP)
= (3,00,000 x 1) —(2,80,000 % 0.90)
=% 48,000 (F)

Check: MCV 48,000 (F)

! 1

MPV % 28,000 (F) MUV % 20,000 (F)




Ilustration 10.10:

The standard cost of a chemical mixture is as follows:
40% material A at T 20 per kg
60% material B at ¥ 30 per kg

A standard loss of 10% of input is expected in production. The cost records
for a period showed the following usage:

90 kg material A at a cost of ¥ 18 per kg
110 kg material B at a cost of ¥ 34 per kg
The quantity produced was 182 kg of good product.
Calculate all material variances.

Solution:

Basic calculations:

Materials Standard for Actual for
180 kg. output 182 kg. output

Ow. Rate Amt. Ow. Rate Amt.

kg. 3 3 kg. 3 3
A 80 20 1,600 90 18 1,620
B 120 30 3,600 110 34 3,740
Total 200 5,200 200 5,360
Less: Loss 20 — — 18 —
180 5,200 182 5,360

182
St. cost of actual output = ¥ 5,200 X 180" 3 5,257.78

Calculation of Variances:
1. Material Cost Variance = (SC of actual output — AC)
= (5,257.78 — 5,360)= ¥ 102.22 (A)
2. Material Price Variance = (SP — AP) x AQ
Material A = (20 - 18) x 90 =3 180 (F)
Material B =(30-34) x 110 =3 440 (A)
MPV =% 260 (A)
3. Material Usage Variance = (SQ for actual output — AQ) x SP

182
Material A= (80 x % - 90) x20 =% 182.22(A)

182
Material B = (120 x 8o~ 110) x30 =3 340.00 (F)

MUV =% 157.78 (F)
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4. Material Mix Variance = (Revised SQ — AQ) x SP
Material A = (80 —90) x 20 =3200 (A)
Material B = (120 - 110) x 30 =3 300 (F)

MMV =% 100 (F)

5. Material Yield Variance = (AY — SY) x St. material cost per unit of

output
,200
MYV = (182 — 180) % 130 =%57.78 (F)
Check:
MCV % 102.22 (A)
J J
MPV % 260 (A) MUV X 157.78 (F)
|
J J
MMV % 100 (F) MYV X 57.78 (F)

Illustration 10.11:

The standard material cost to produce one tonne of chemical X is—
300 kg. of material A @ 10 per kg.
400 kg. of material B@<3 5 per kg.
500 kg. of material C @ 6 per kg.
During a period, 100 tonnes of chemical X were produced from the usage
of-
35 tonnes of material A at a cost of ¥ 9,000 per tonne
42 tonnes of material B at a cost of ¥ 6,000 per tonne
53 tonnes of material C at a cost of T 7,000 per tonne
Calculate material variances.

Solution:
Basic Calculations: Conversion rate is 1 tonne = 1,000 kg.

Material Standard for 100 tonnes Actual for 100 tonnes
Ow. Rate Amt. Ow. Rate Amt.
Kg. < < Kg. < <
A 30,000 10 3,00,000 35,000 9 3,15,000
B 40,000 5 2,00,000 42,000 6 2,52,000
C 50,000 6 3,00,000 53,000 7 3,71,000
Total 1,20,000 8,00,000 1,30,000 9,38,000
Less: Loss| 20,000 - - 30,000 - -
Output 1,00,000 - 8,00,000 1,00,000 - 9,38,000




Calculation of Variances:
1. Material Cost Variance = SC of actual output — AC

MCV = §,00,000 — 9,38,000 = %1,38,000 (A)
2.Material Price Variance = (SP — AP) x AQ
A =R 10-%9) x 35,000 =3 35,000 (F)
B =R 5-%6)x42,000 =3 42,000 (A)
C =RR6-37) x53,000 =3 53,000 (A)

MPV =% 60,000 (A)
3. Material Usage (or Quantity) Variance = (SQ — AQ) x SP
A = (30,000 —35,000) x X 10 =73 50,000 (A)
B = (40,000 —42,000) x¥5 =73 10,000 (A)
C =(50,000 —53,000) x¥ 6 =X 18,000 (A)

MUV =3 78,000 (A)

4.Material Mix Variance = (Revised SQ* — AQ) x SP
A =(32,500 —35,000) x 10 =7 25,000 (A)

1,30,000

B = ( - 42000) x5 =% 6,667 (F)

1,62,500

— - 53,000) x 6 =3 7,000 (F)

c =(

MMV =% 11,333 (A)
* Revised Standard Quantity is calculated as follows—

Total AQ
= — X SQ
Total SQ
1,30,000
A= 130,000 * 30,000 = 32,500 kg
1,30,000 1,30,000
=2 40,000 = ke.
1,20,000 3 8
1,30,000 1,62,500
€ =1,20,000 * 20-000 = ——=—ke.

5. Material Yield Variance (MYV)
= (Actual yield — St. yield) x *St. cost per unit of output

_ _ 1,300*
= (100 - *5

) x 8,000 =¥ 66,667 (A).
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*Working Notes:

Total standard cost T 80,00,000
~ Total standard output 100 Tonnes

1. Std. cost per unit of output

< 8,000 per tonne

_ Actual output 100 Tonnes

2. Std. yield = T Towl SO SQ x Total AQ = —1,20’000 % 1,30,000
~ 1,300 .
[ tonnes.
Check:
MCV % 1,38,000 (A)

\! 1

MPV % 60,000 (A) MUYV % 78,000 (A)
\2 1
MMV R 11,333 (A) MYV R 66,667 (A)

Illustration 11.12:

Standard hours for manufacturing two products M and N are 15 hours per
unit and 20 hours per unit respectively. Both products require identical kind of
labour and the standard wage rate per hour is X 5. In a year 10,000 units of M
and 15,000 units of N were manufactured. The total of labour hours actually
worked were 4,50,500 and the actual wage bill came to ¥ 23,00,000. This
included 12,000 hours paid for @ I 7 per hour and 9,400 hours paid for
@ X 7.50 per hour, the balance having been paid at I 5 per hour. You are
required to compute the labour variances.

Solution:

Labour Cost Variance = Standard cost for actual output — Actual cost.
Standard cost:
For product M = 10,000 units % 15 hrs. x ¥ 5= < 7,50,000
For product N = 15,000 units x 20 hrs. x ¥ 5 = ¥ 15,00,000
Total standard cost =% 22,50,000
Total actual cost =¥ 23,00,000
Labour cost variance = ¥ 22,50,000 — ¥ 23,00,000 = ¥ 50,000 (A)

Labour Efficiency Variance = (St. hrs. — Actual hrs.) X St. rate
= (4,50,000 — 4,50,500) x 5 =¥ 2,500 (A)



Labour Rate Variance = (St. rate — Actual rate) x Actual hrs.
=[(5-"7) x 12,000] + [(5 — 7.50) x 9,400]
+[(5 —5) % 4,29,100]
=% 47,500 (A)

Illustration 11.13:

The details regarding the composition and the weekly wage rates of labour
force engaged on a job scheduled to be completed in 30 weeks are as
follows :

Standard Actual
Category of No. of Weekly No. of Weekly
workers workers wage rate workers wage rate
per worker per worker
Skilled 75 % 60 70 %70
Semi-skilled 45 % 40 30 %50
Unskilled 60 % 30 80 %20

The work is actually completed in 32 weeks. Calculate the all labour variances.

Solution:

Basic calculations:

Standard Actual
Category of Weeks Rate Amt. Weeks Rate  Amount
workers (No. of workers (No. of workers
x No. of weeks < ¢ X No. of weeks) < <

Skilled 75 x 30 =2,250 60 135000 70x32= 2240 70 1,56,800
Semi-skilled 45 x 30 =1,350 40 54,000 30x32= 960 50 48,000
Unskilled 60 x 30 =1,800 30 54,000 80x32= 2560 20 51,200
Total 5,400 2,43,000 5,760 2,56,000

Calculation of Variances:
Labour Cost Variance = (SC - AC)

LCV =2,43,000 — 2,56,000 =3 13,000 (A)
Labour Rate Variance = (Standard rate — Actual rate) x Actual time
Skilled = (60 — 70) x 2,240 =1322,400 (A)
Semi-skilled = (40 — 50) x 960 =139,600 (A)
Unskilled = (30 —20) x 2,560 =% 25,600 (F)

LRV =% 6400 (A)
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Labour Efficiency Variance
= (Standard time — Actual time) x Standard rate.

Skilled = (2,250 — 2,240) x 60 = 3600 (F)
Semi-skilled = (1,350 — 960) x 40 =3 15,600 (F)
Unskilled = (1,800 — 2,560) x 30 =3 22,800 (A)
LEV = 6,600 (A)
Labour Mix Variance
= (*Revised standard time — Actual time) x Standard rate
Skilled = (2,400 — 2,240) x 60 =3 9,600 (F)
Semi-skilled = (1,440 — 960) x 40 =73 19,200 (F)
Unskilled = (1,920 — 2,560) x 30 =7319,200 (A)
LMV = 9,600 (F)
*Revised standard time is calculated as under.
Revised Standard time = St. time of grafle x Total actual time
Total standard time
' 2,250
Skilled = 5,400 x 5,760 = 2,400 weeks
o 1,350
Semi-skilled = 5,400 x 5,760 = 1,440 weeks
' 1,800
Unskilled = 5,400 x 5,760 = 1,920 weeks.
Labour Revised Efficiency Variance = (St. time — Revised st. time)
x SR
Skilled = (2,250 — 2,400) x 60 =739,000 (A)
Semi-skilled = (1,350 — 1,440) x 40 =3 3,600 (A)
Unskilled = (1,800 — 1,920) x 30 =3 3,600 (A)

LREV =7%16,200 (A)
Labour Yield Variance = (AY — SY) x SOR

LYV = (1— 5’760) x ¥ 2,43,000 =¥ 16,200 (A)
5,400 > ’
Check:
(1 LCV =LRV + LEV
% 13,000 (A) =% 6,400 (A) +% 6,600 (A)
(i) LEV =LMV + LREV (Or LYV)

% 6,600 (A) =% 9,600 (F) + T 16,200 (A)
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7. UMY AN UR gRI(deh STRTd bl 3ffSrehell g |
(1) A gHTaeierdr (@) gfdaat fa=ror
(4) 3rgdha faero () SWRIEd 5 q PIg I &l
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10.9 39N grfa Siffav y3=f @ SR (Answers to

Check Your Progress)
1. (@) 6. ()
2. (3) 7. (@)
3. (a) 8. (W)
4. @ 9. (3@)
5 () 10. (4)

10.10 EIRT (Summary)

A9 AT A ANTa ol &1 Yo ddbiid © oTaH UiRarels dereld]
FEiRT B & oIy U IUTE TAT WAl D1 YA AN DI JolT AR (e
ANTT S BT Sl ® oI faeRoll &7 gar o Sar 21 drfe wiasy #
JMAIYPH HRATS HND dRA[dD ANTd DT YHY IR b THH &7 S b |




faaRoT UMT AT T aRAfA® ARTd @ d1d BT IR & | YHY R IR
IRAAAD AN B AlHl Adrel (TR0 8, $Hd [AuRId YA SN 0R

IRAMAE ANTT @ fdear ufdaer faaror € |

10.11 & eardeil (Key Terminology)

e JHTY ARTd fafer (Standard Coating): AT &RTA fAfS AT oI

D TP dh-d & [oTqH IR HElerar FeiRd &)+ & oIy weh
JTE AT AT DI YA AN DI oI dIKIded SARTd A Bl Sl ¢ |
qorr fa=Rol &1 UdT SR ST 2 |

faaRuT (Variance): THT0 ARTT T aRAfAS SNTT & &1 BT <K & |

e 3F[&el faaxel (Unfavorable Variance): THTU offTd TR dR<Ifdeh

ARTT &1 3rfrar ufrae faemor g

o Ufddel fa=RoT (Unfavourable Variance): YU SITd OR dR&((dd

ARTT &1 3rfrHar ufraa faemor g
ArEIT @Rt fafer (Material Cost Variance): YATT AT ATTd
TqAT aRAfAD AT AT | 3R BT A AFTd faeRoT wed € |

e 5M WRTd fadaRor (Labour Cost Variance): AT 519 &NTd AT

qIEIfad 219 AT H SR T FEdY oiTd faeror sed ¢ |

10.12 ¥-YATh- YT Td JXATH (Self Assessment

Questions and Exercises)

o] S<XIIA YT (Short Answer Type Questions)

1.

YA AT oIihT Bl 3 W DI |
Explain meaning of Standard Costing.

AR BT 37 AT YR T BHIFU |

Explain meaning of Variance and its types.

THIY AT i & o ford |
Write advantages of Standard Costing.
ARl faeRer & HROT ford |

Write causes of Standard Costing.
ARl AT faeReT g fod |
Write formula of Material Variance.
59 RTd faaRor g3 ford |

Write formula of Material Variance.

foreft SusTd & forv 400 B v 5 T ufao Her fuiRd v v &)
IRAd H 9 BRI UR 195 © oI FTA®! 91 965 T g &I T8 | 930
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TRI 89 & BRI &I G A0 s §9 87| SIRITd bRl &
JMER $H BRI HIEAAT [T2RT ST B |

For 400 hours sub-task, a rate of ¥ 5 per hour is determined. Actual hour
incurred on that work is 195 hour for which the labour expenses incurred
was ¥ 965. Production was stopped for 2 hours due to machine fault.
Based on the above information, find labour work efficiency variance.

el ST 999 (Long Answer Type Questions)
1. UHTY oIRTd fAf 7 39y dorm fARvdad wse i |

Explain meaning and characteristics of standard costing.
2. UHO ARTd AR AT oRTd # R ford |
Write difference between Standard costing and Estimated costing.

3. faeRoT & oy w1 W &7 U8 fhde YR & B €7

What do you mean by variance? Explain their different types.

10.13 HEI$ Urcd HHYT (Suggested Readings)
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Publisher: Himalaya Publishing Housing, Mumbai.
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Publisher: Sahitya Bhavan, Agra.

3. ANTd oIGidhe; of&d: HITd, IMM8T, M, UbeTd: MRArS! ufeafi
BISH¥, GIIYX|

4. AT GThI— AgNf~<dd Td {hamHd; oRgd: THE.UH. AR, T4
U, 9, UPhed: J8ldR UHheH, feee |

5. Cost Accounting— Text and Problems; Authors: M.C. Shukla, T.S. Grewal,
M.P. Gupta, Publisher: S. Chand and Company Ltd., New Delhi.

6. Cost Accounting; Authors: S.P. Gupta and Abhay Sharma, Publisher: V.K.
Global Publications Private Limited.

7. Cost Accounting and Financial Management; Author: CA B. Sarwana Path
Publisher. Wolters Kluwer India Pvt. Ltd.

8. Advanced Cost and Management Accounting: Problems and Solutions,
Authors: V.K. Sexena and C.D. Vashit, Publisher: Sultan Chand and Sons.
New Delhi.

9. Cost Accounting— Theory and Practice; Author: Bhabatosh Banerjee,
Publisher: Prentice Hall India Learning Private Limited.

10. Cost Accounting—Introduction and Basic Concept; Authors: Minaxi Rachchh
and Gunvantrai Rachchh, Publisher: Vikas Publishing House.

11. INTT G, iRgdh: YSANR, AN, Had, MIdTd, FaTH UhTeTed:
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