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B. Com III
Paper -11
Cost Accounting
Max Marks: 100
Time: 3 Hours

Note: Ten question shall be set in the question paper covering whole syllabus. The candidates will be
required to attempt any five questions.

Course Inputs:

Introduction: Nature and scope of cost accounting , Cost concepts and classification, methods and techniques,
Installation of costing system Concept of cost audit.

Accounting for material: Material control, Concept and techniques, pricing of material issues Treatment of
material losses.

Accounting for labour: Labour cost control procedure, labour turnover, idle time and overtime; Methods of
wage payment time and piece rates; incentive schemes.

Accounting for overheads: Classification and departmentalization; absorption of overheads; Determination
of overhead rates: Under and over absorption, and its treatment.

Cost Ascertainment: Unit costing; Job, batch and contract costing operating costing; Process costing including
inter process profits and excluding equivalent production and joint and by-products.

Cost Records: Integral and non-integral system ; reconciliation of cost and financial accounts.

Standard Costing and variance analysis: Material and labour variances only; Budgetary control Marginal
costing and break-even-analysis.
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I 1
Qg waw

(Introduction)

<t g va Qe b Ao HareH @ fort mawas B b g @& el @1 S o i @
ST | YD ATARI Td ST Bl Hiferd T8 ST 1 PIRNET Bl 8 fb S I ST A1 TaI & Fare™
A T A a1 B §F R T8 99 BRI Bl WA BT FTS Bl 8, o ervawy o a1 71y g5 2
TS G ATARAE o1 41 61 @ HA S g a1 ugfi i AT 81 3fiR$ & s=adiege
S gofa: a1 i $u 9 faa Wi €, go1 @ $u # gvagel g 9 forem, affgd w5 aen i A @aw
B TG S GRUMHEI Bl MTATFTHD ST W A1l B Bl bl 817! 3d: ol Igid Fadr @1 3fefe
fopanatl &1 @l B 3R IS9P URUMHE] B had B Bl Tgid 2|

o Rl & IgaR fadt =ewr 1@ SEM & BRI H1 odl {Ha1 9 5, S 79 €9 4 IR
Y § Faa fban o 9o g -

(1) faf= AP ggfa (Financial Accounting)

(2) o AWTHA ggfa (Cost Accounting)

(3) TTHDBIY @B dgfd (Management Accounting)
4) B AP ggfa (Tax Accounting)

(1) faRT AEPEI—3 @ Faar @ JE= Rafd &1 511 &R &1 379 Taw @ e d9-eH1
T 2 SR iR E seif | g1 @ dun i fReet AR B e §; o 98 s 8@ 99
wo Ff¥ea W 3 qa1 amv-era gen e o Af¥ea oYl & o # e fh anfeie Rerfa ot 71 fafca
i@ 9 At 9PR $ Faar WA 7, WA B PR, TP, I B JAR P91 I fF=-fa=1 &
| B |

(2) RN AWIPA—NTd i@l § S g 3 @ 9t 254l &1 faveryor fan s 2, SRR 9 3o
! AR 3R S @ T AN A6 8 9D | IR SRS IS aRG3H Pl G HAT areel 8, A TAD
1 qed YR &3 A qd I SR AN A6 HI BNt ITUEH AR, AR-or §1RT 8§11 81 et
g1 Ife S 3P avgall BT IWUEH BT § Al DI A HR AEIS B 3R DI A1 A, I§ ANl
ER1 A1 8 Wahall 81 1 SU1E AfYS 14 I & D1 SUIGA IR o Wehall & MR Sl IuTe gIfva
1 AVERIS B, S Agad Al I Webell 1 39 TPR FaArdt DI 39 ol A 9 f§ &= 3 Jeran
fAerdl 81 < <@l gRT AREh, 3/ d1 S 9 faml @ @i @) [afaa 9 Rafee B o 2, s
S AR $¥ Bl B

1. “Accounting is an art of recording, classifying and summarising in a significant manner and interms of money transaction and
events which are in part atleast of a financial character and interpreting the results thereof.”

5
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(3) HEHPN AFBA—TGHDH b NI i@l A 3Tl Hil B, Ta=re Afdsy & forg Ao o
& a1 vt A FuiRa $%a 81 Jeuei 31 I 9 AN Bl [Fafeaa S @ amil Bl sfieas H
A 21 I BNt g Goit 3 Sfaa garen g wfaw & fog Ao ava & 5390 g gored A= ugfa, s
N gER, W AR @ wEfaess fag, Biv vare fGavor qen g e e @t gl e gsd
g1 3 AR &1 Fafa w9, i aa @ i RuiRa a0 9 < o gegfd aM 3§ o okt § 98
TIRBR AETH AR ¢ |

(4) IR AGiP ygfa—a=il At 9w aag 3 3 1 7i¥fia F3d €, ”yg 3MF X B 3
T fie 9 3 71 9 oIl | e Ay | 3 & fRefvor @) sgaven erert 21 A #R fAuE 9 [ «w®
FR A 2| I faf= wrgE A g e | e &1 Ry wA & fog FR-orare v ues faan s 7

AR & Fdared ® forg AT @l &1 a1 ST 3 Smaea® 7, 3R Udh AR Ia9rit & forg
Y vt B9 &, <fbs vep fRaioh wen fafa @l & & € @en "ot fafva a=al § A= S ar 9w
9Iq o €

(1) arelt R A= o1 sa—fafla awEl 9 g arsht &1 o= i o §; fafta awl | a8 weE
T & T f& faf= favmi a1 srem st Suarl a1 faf= avgsit @ Swure W A wrnEht qen fdas
Ife &1 o4 =S 8 urar| 9l R SfRa Fg=vr 9 @9 @ SRl ' ) e 98 o §

(2) &M TR &1 SfAd sF 9 & TR a| o v @ T s e €, a8 fAvaaiy T8
2, Riife fafea @l 9 W 3Fe I g AfRaferd aR forw o & foFa S @ fRam A a1 /g
&l B

(3) @it 9 T a1 9 fE B IR aw | 9 T8 @ woa & a1 Ak ad § afe e |
4 a1 9 fF g8 & N S | PRU § 59 & fafi= Icared! & gerrord 3 faaven 6 SR @ o,
g TGN &l 8 qebel |

(4) worl 9 51 o1 ST A 71 AFT—3/, SIS AN $1 TS MaedS 37 arar 21 fafw aa
A I8 9 8 9 @ & sfdel B o A am WRefe Ra @, wey g% v 78 @ w9 S A=
faurTi sreran Syl @ forg fasam fan aRsfAe R w1 s9e sfiRew fafva <@l & gee sgea
D] N Fael 9 ITA<ae HABI b1 e A T @ A STYA @l B 9@ H 31 R ey
BT § 92N sifAel 3t Sl emar | 9 fg w39 & forg 99 9 SRve s IS are] TE 8 Rl |

(5) TSR VAR BT JWRA—ITIEDI AT SHIRI Bl T THI TR AN T SIS TR FIA T
21 fafta <l 9 erdr § e TR T8l B 9ad | SUSk IR A @ forn 9 3afd @ ara faaver &
Y- A a9 P Al H FRIfaa IREcHl BT =1 81 aed® &, wfb Ak ol 3 591 §14 T2
HIIGH

(6) Sare ¥ yRad &1 fAvfg a1 sfRT—fRm adl g8 s 78 a1 & & a1 sR@m sa
Ui &l | Bl R @ 21 AR IR g1 & @1 sifidl o) e # fha g f§ o sme an 8 weiA wa
ot o | Al worgd F 20 wfiera A a gkt @ @ A g § ot a fg & oo 7= Fra F awgeti @
e fam RuifRa g wmd 1 fafoa orEl # Rer @l @en uRad=ehe arml &1 orar =& v siar| w=d
Tl # I Ied Bl IR i AT it ur B A1Y A 97 IWEA A1, T Ahl 2|

(7) qeai @1 FRuivor R awl & =K g 9 swe @@l o1 i wfiewo =& faa
Sran1 fafv= e, Scresl a1 fRAf ) @9 aral Al 3 srerT-3rerT fRame W AE @ w1 fafia e
# U ol 3R =T &1 w8 ® RFd ard 9o | BIE Wy T8 far| 3 @ Sfaa wffewor
& 3urg A faft=1 Searfed avgeil @ §ol R S e 8 Wbkt | O T SIe AN S | gl fafa=
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Scaifed avgail &1 Jeu RufRa =8t & wam|

(8) TTMERI® 9 TGRS Sl o1 Yal 7 THI—fART o9 "ga @™” a1 "Ha FR” &1 919 HRax
§ 3R 78 Mt ad B o ¥ SR TR TR TR FHG & 719 A U F | AR SUEE 3P awgSH B SeuraT
HAT & 1 3P SUBT AT i Pl T BT 8, Al A K, SB AT STHA A B dTel A4 g BT 14
T8 B 9Hdll U A B JHG H ISP I I Wt SreHl @ forg dron TE a9 dhan 2

"fafor rEie 3 T A YUl U e @ dacl ArT Rera &1 919 & uRi B, g 9w
g% fa9y fawd @ SeEr A8 9 & 9GS AR SETdH JUTlell | IS Bt S Hahell 7, 3eifq e el
AEUUl AHGRI Sl FIH™ B M<IRG a1 va a1 & forg smaRerd 21” —vdraR faferr=a

fafca @l @t Sugaa et a1 JNi B R PR B o §, AFE o A1 IRy d@ieT g B
IS g3l AR o gg il fafra o 9gfi 3t 9ere 8, MU= T8 | O [ H a1 J 990 98 W
TR IS PR dTell SIS 1 8l TEiaal Bl U & 3R S 9 7 f39rT 1 ggfaal 9 o TR #va
g d ad & I ¥ 391 e a1 wEa fhar S g1 S @ wssl A AR Aaike @K Irafdd
Hegar A &1 ATl M YUSR 7§ B 3R AR oikdl $Ha! Goit & |

AR &1 R
(Origin and Growth of Cost Accounting)

3P wa sirenfie s, Sreerel Sares, M faveH, a9e gaw g Sfisdiexor & de-am
AR ol Ui &1 faer ganl 98 M W anyfRe At g1 SweE @9 wR sheifie afovaut §
AP g fg g3 1 e Bie dfamHi B A B B forg PRI e ¥ g fg SR SR AN 9 A,
e 4 guR F=1 9 anyRea RS & s & Mo S @31 &1 W@ 98 1| e drF
1 Fafa o= @ fog qen i Swes w39 & forg ara-a @t sTavadar st

AGIHA S H AN @i a1 e 21 dadt saredt @ w9 @ ki ol & sraafaan &
Igva fban o o, faRives wer fawa g (1914-18) & SR @ 918 | Had ANl & T H Wb
BH T 9 I8 |ree ol f i o S @ e & forg gui Syartt w8 81 Saee 1 a8 orgva
faan f&b Seares A o1 ArTa w1 BT A gAfd T &, a_A Wt TBR Bl awGil B U Ub-9 A AN P
SFERY oft smavad ¥1 U gwferg gan f fAmfarsit § ufivugt 9o ot ik wReR 3 W el wr A
R R f3ar1 ge fava gg & @1 i 3 e | o=y SuRerd SiR o @1 9w SisaR e &
I a4 fooan <iren o1 g favagg @ SR &8 @RI A WA S a9¢ R gl w® gof [gm
B WY Scaed! @ oy I7 3navasd B T fF 3 avg A P § IR guR ¥ B e W, G896
Y H TAS SR AT I¥G B AN I MG N ANl R e w6 g Ak caied 9 g w9 |@ya
Tl o SHIfoIT AN AP B T g3 IEATTell A O/ $9 R | SIer WSl 61 R foban @t
AU I AT i E1- 3R’ (Costaccountancy)?ﬂﬁlﬁl@ﬁiﬁmwg\ﬂﬂ ISP 39 IMH & T
H SM 9I<t 1 U9 AR w9 W AR ol 61 U a9ide U4 il v & forg samn weeuu
8 T 2 f s fa 5w afiRagt @ g 9 Sue aiRaw @ @R | ®1

AR a@ih—3rf v R
(Meaning and Definition of Cost Accounting)
ANA-o1E] § IUIeq W) 81 il fafi= R & a1 &1 hHdg, JsiAe 9 Sfa affevor faar sman
gl o fadft avg & STUIed 9 SR 3l AR &1 SR 91F 81 9@ | i at I8 f5ha1 59 9K 9

Sl & fob Scareq g &R &) faffi=1 srarenaii & oFa @1 54 9t FAU-9r 9191 2|1 aR<d H N i
U Ao veg g, T o 11 &RA, ™l B g N IR f[Aa=01 o33 @t gava fafdi, afsbard aen
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dp-al B Afafera fba San 81 a9 d@ w9 | N srden (Cost Audit) 9 gote-fAa=o1 (Budgetary
Control)‘ﬂwﬁ@i'cﬁ@ﬁm%l fafa= fagmi gR1 <IFa d@ied @ A9 gerR aRafa fda
e -

(1) 3mgo o T=Yo To T="A—"aqdl & Y TN A AP T’ AN D=l Td AR FHIgAl A
TR $ O AR 1 AEl $I1 3t qfba A 21 Ags 3ef ¥ s I=ria Wik siiest @
IR o, aFE A= il o sa qen Fafm a1 s @ 1€ st A arrrEe w1 FAufzon
wfeafera R

“The process of accounting for costs from the point at which expenditure is incurred or committed to the
establishment of its ultimate relationship with cost centres and cost units. In its widest usage it embraces the

preparation of statistical data, the application of cost control, methods and the ascertainment of profitability of
activities carried out or planned.” —I.CM.A. England.

2) TS wrE—"dr[ dal R S =/l 71 59 R Sfa o @ faaRer g wRga Fee @
foreY g wrfeeF g™ SUE® U1 @R W) Rg=v &R 9@ |-

“Costing as the proper allocation of expenditure whereby reliable cost may be ascertained and suitably
presented to afford guidance to the producers in control of their business.” —Harold James.

(3) THo Wlo RAST—"AR AN P AR I aegaii a1 Jaii A arm FPuiRor 2g =1 &
Fievor o, A & A Suga faaRur s 1

“Costing is the classifying, recording and appropriate allocation of expenditure for the determination of
costs of products or services.” —H.J. Wheldon.

(4) s=go Yo fAI—"aN @i+, =l @ W fAvemor 7 Fifev ot gaven Fean & PN
S @t fady g1 A g A @ FRulor geagds o o1 @ sk e @ 7' of 51 @ v
& ga ara fFw yor ¥« -

“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 ascertained with a reasonable degree of accuracy and at the same
time to disclose exactly how such total cost is constituted.” —W.W. Bigg.

ST RIS & T A W ¢ b AN @i @dd arR<d | @i @idpd o a8 o g, forme aerm
A fht Sureq | wHfRd ARTEl (Costs) BT AGT BRAT, TIBROT BRAT TAT 39 IPR fAzayor H3=1 o
|HUl AT @ 377 (Components) FT T4 HFA AN HI IS G HFI~IP @wd w1 fhar o b |

R S G—TA &1 a3
(Scope of Cost Accountancy)

Afhard qen ad-ite Affferd §1 a1eE gafeeye 3ifh FoiT ThiS<—<d’, SIS §R1 YHIRI R a
A Bl S SO ERI 9T $I TS I B gaad Ao 1 e aftafora g1

1. SUPI 1 g UYL Ah BT YIS FAwi< THe<<d A

2. Cost Accountancy means “the application of costing and cost accounting principles, methods and techniques to the science,
art and practice of cost control and the ascertainment of profitability. It includes presentation of information derived therefrom for the
purpose of managerial decision making.” Terminology of Cost and Financial Accountancy published by the Chartered Institute of
Mangament Accountants, England.



fawg waw 9

39 IR & IFAR AN AE-¥RA | & w9 9 AN [RgiRel, [ d@ie den @ [
|ftaford 81 AN si@evl Ta doie Ao oft ara oRan-ae @ € 3

AR -9

39 9 fawdl &1 s WA & geEg & AN AE-ARA B Ul B9 A FHS S AhdT
1. R QWP (Cost Accounting)

AN AWIh Nl & @1 B $ fihar 8, 399 9t 3l td i &Y gof dvA & @A
fafet wfafera &1 swo sifdfRea w9 a-wwa wR faarvr-u= va ufdde anfe SR &A1 Wt s=ft &1 vap 3m
g1 =Rl B @il Td ST SRR AR Dl A DI Ta (01 B & I 4 fdban Sirent 21 3/t ava
R I faen ST 81 AR d@idd A JEA 98 SRl g1 9 ar [giRa w9, favewer aA e
=01 w1 & forw smavas g1

AP I AN P51 Ud NI P13l A FHEIRIG BRA TP AN Bl W@l B ! ufshar | 21 fawg q aref
Y, 39 I=Nd ARAD 3l B TIR BIA1, R f[Aa=or fafdal o1 wam gen [Rafoa @ o 1€ fhansi
P PRl &1 fRAufvor affafera 21!

eV AWl UEfA D IMYR R 9 yeR Ay el &b o ®, S geR ara ardr-afal
A} T O Fpell 21 AN @l A ARG AY-21fR G 999-999 R 9UR B o Gear g aife Rafa
F1 faee[ 8 9| e B ) FH B B T DI | AWdA o Tdhigpd dghd W aATE S Fapel
gl

N oY 59 YR AR 53 R € aifd Armail & axggeil, afhanati, fhansii den fawrl @R faves @
JGUTS B BT BRI A9 81 TY AR 7D AN Td ANMSRIDAT S 8 A |

TS 3afd & AN 3ifersi B ™I A & AN il A JoTAD eI PR, AR FY H T J2i
TR B3 B R W AN A@ihd & IJ=rid afaferd 21

2. AR fAYROT (Costing)

R YR A1 AN 3P "ARK S B BI A ga ufehan 717> 9 avgal a1 wansi H an
HIH &Y O BRI & Rigr< va FHaw [Afga & Jen wfafes 89 arel arrd sa &3 @ faban it wfafera
¥ AT B B AT BRAT 31D Feequol 7, AN o § SR i wem @ RuiRa ot 1E & gg sam
AEqul & |

arrd fAgiRa 39 7 oF-W Ja-e a1 R &1 sa@m faan s, J8 =aaar a1 SEr @ geh,
I ot fafdi, avgseil & YBR, S A FPad e UEH, WIS $ WY Ife W AR e Bl

AR G+ Ud AR fAuiRor # siR—arT o td @ RuRu A srf td Seeg &1 |y
g1 zaferg 39 1 # IR fava o 81 AN S ARG iR g G geE wvan 21 9

1. “The process of accounting for costs from the point at which expenditure is incurred or committed to the establishment of its
ultimate relationship with cost centres and cost units. In its widest usage it embraces the preparation of statistical data, the application
of cost control, methods and the ascertainment of the profitability of activities carried out or planned.” —C.IM.A., England

2. Costing is “the technique and process of ascertaining cost.” Terminology of Cost and Financial Accountancy.
—C.IM.A., England
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i P NIl D1 AYR BT G¥9a 81 81 8 Febdl &, Teb BIcl AUR] NGl DI i@l fbu 341 armai
DI 9 BR o, IRy T g A A1 Fafan & fog S warfd a=@ 78 81 31 a8 an [y
P YR B

arTa RgiRor ga T dEied SFi @ aRYTIR B AR @esd (Wheldon) S AR o e
P A= aRumen < 2—

"N i 3 dead 2Rl B U iR, i U faror 9§ oras avgai iR dansti ot @
fAuifRa 8 9 don garud! 31 Ra—=v1 tg 9ries{ & forn HHeg 3iieps Suae 8 I3 | 398 IS AT,
&, "fshan, Qa1 a1 gars, o W S B &) ara RuiRa o= affafea 21 599 SaareH, fAsa g faavo
P AT D1 I fhar S g1

TIER | g1 EIRGCRE IR (costing) <1 ANTG- TP (Cost Accounting)?ﬁ Qﬂi{\'ﬁ P gyiaarH)
@ Y A T4 fhar S @1 #E fagHi A @) 39 I6R B B R it T8 fhan 7 12 s<go seego i B
NI SR YEa1 & WA S B S D qAl WA F W1 I N A B 9 b Wit g arra fba geR
CEIR IR

39 YR, AN A@d H 21 1 59 bR faveryur fasan s & aifd i avg, o1, a1 & @A
D 7 DA Fol AN [ 8w, iy = a@i (S 9l sm ta —-sRaM, s, Ama @
faaror anfe) o @ ff 59 @ 9@ |

WY ¥, AN AR Td aRE dEied 4 & WK 98 & fb ara [RuiRor @ aftria sfisan gR1 @
fban <1 A& &, IR AR @S AN A bR 3l faftad ameen a1 Sri-vome 7

3. R fA™A=AUT (Cost Control)

& AR A@MIe $acd ARk A $H Td a%g3ll & 356 e 99 3 &1 8 S 781 e, a3
ge=dl B WA GG it g HRan § e 3 @R 3 gam o dardl ) Fae @ wa | aRafas
©4 ¥ Al S ST Bl oidhel oRTd =01 € g a1 8 T ¥ gfeeye 3ift Bive Tr aa™d
THIS< < 3 A & AR AN =01 &1 aread {6t b & Mwares w® gy & I3 a1 daiai
@ TN g1 ATl B (AT $33 @1 Fafa $33 @1 wafda w39 96t ema & $1 @ 2 1 Sgdead 2 W)
b, A, g aen W & waife ga-RuiRa Steal 3 a8 R faan s 8 g1 arml ) R
?@ﬁ%@&ﬁiﬁqﬁwmﬁﬂﬁm%ﬁrﬁﬁﬂmmmm(StandardCosting),HﬂEﬁﬂf_alﬂT
(Budgetary Control) 3MfX &1 T SIETITel -1 B T9I-GHT TR Afdes W sRgd Hval Y& § difd
Ie ANl IR Well YR [F=m1 3@+ | Jfaen &, Serexond, afe arehl ta RR A anfe & Wbl &
I BT YUl Afed T fIav01 ya-aei & qHe SR a1 \ig A1 S g I g1 o e fb i
JMaTIdHal W AfAF & AT FHH

1. “Classifying, recording and appropriate allocation of expenditure for determination of costs of products or services and for the
presentation of suitably data for purpose of control and guidance of management. Itincludes the ascertainment of the cost of every order,
job, process, service or unit as may be appropriate. It deals with the cost of production, selling and distribution.” —Wheldon

2. “No such distinction has been made also for the purpose of this book.”

3. “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 ascertained with a reasonable degree of accuracy and at the same time to disclose exactly how such
total cost is constituted.” —W.W. Bigg

4. According to the Institute of Cost and Works Accountants of India, Cost Control means “The act of power of controlling or
regulating or dominating or commanding costs through the application of management tools and techniques to the performance of any
operation to most predetermined objects of quality, quantity, value and time at an optimum outlay.”

—Glossary of Management Accounting Terms (Second Revised Edition), 1998, p-19.
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R =01 e Ui 9fafd & S SaUDl §R1 S A1 g9 @t WERIl | dRK (Afid $R 8 A
A o Wikt 8| Sod 9GuE AR Bl HH YA TG G-I W ARG I 6 B | AR e & s
T T GARad SIHH GUR $Rd § W R Sl W aF] @ 9ahd @11 9 RAfa= favri @ we faen
T8 A G UEAN T U HRA B FARAT IR § b ARG @nfid 7| FHaRAl vd siffe & forg
TSRO AISTG 3t AR R & i 310 A e Iue FRIaaydsd o 9@ | AMide gfkided dm
g P S B TR o1 ga GRART @1 fivee[ 81 9@ | yaudi 31 sifv s © v (Aol o <
Ta aRRf & IgHd 811 3 PR T 9% O HRIEA A JGHAN S 81 RNl &, 5M, 9eiH1 T Iuerad
Al BT AABTH START A= T Tl @ F Ian & s w1 fgemed 8 s 71

4. VIR Bl (Cost Reduction)

SR oETaTel & S A I8 U 741 fadr @1 SSNIexvl a gfawagl & 331 g7 9 a8 Ahadiga®
IR Il AP & Sl YATH AR UR 3 fhed &1 71t < Wb | 39S folg Icare o, Sare wid- faferdi
Infe & a3 § AR Y Td fderT @) mavaden gl 2|

5. IFTA 3[BEVT (Cost Audit)

NI 3(BET0T NI il Bl AATI TG dRT IGTh AIST  UTel=T ol URIE0T B 1! dRT 3(heron &
=T AR il @ ORI Paa1 ot oira ot okl 21 RuiRa Rigral &1 arer fban @ @ sweran 76, swat
i Sita @t Il 31 RF Sl @ T G @A U @ 1S 7, SS9 gEal 3l S HAT, AR
HAN, ART 6 UG Bt Sird BT NS AN Iberor § Aftaferd €1 o1 &R 3 aFa @@ 9 &4
R R F] far S 8, 98 AT iherr a8 I ¥ |

&Y ¥, AN G-I B 3N T e, are i@idH, ard [a=ion, aeie fRa=or va ara
Srpero] Wit wfRafera ©1 591 Wl oISl o1 31ef WHSH @ gvETe] AN @ El-eRA B 9RATT B el w9
| GHST Sl 9Hdl g1 911 Y4-afvfd § AR JE1-9RA 3l AR T &1 fAsiF, dell Td AdgR el
STl & Rife SW € are Al @1 s dre Ao @ fAsH, el td @aER ) B 21 A
Il fastH gaferg & Fifd s Sfed 1M 81 Ue galed siM & Wig &l € e @ &1 o
G Pl AN fAsm= @ it favdl o SRt 890 smavas B | s ifalRad SN sy fawal oMy ey
3 Rigra, wftrda s anfe &1 s i @91 =Ry @if a8 e aSar-os @ 19 a1 9T well-4ifa
P D |

AN IEG1-9RA dell § Fifd 398 ara [Ruivor a5 fafddt va ufafet f™fea &1 amea a@mare 6t
HIAA Ta Argan & fa1 59 fAfdi va wfafai &1 s =261 {6 on w51 arm [Ra=vn, danerea
iz st & W=y ¥ 59 fafdl & @ora =M 31 & aF[ a3 B e |

NI iE1-9RA AMEEIRS & Fifd N EITe AR @ 8 § oRIIAR a0 Bl | S gy,
3T Td IFJHA & IMATIHAT BNll & TAT Ig AR BRI EHY AN Ga13i1 Bl Fa=rai & [Aofa 7
TR el T B

fasHe (Wilmot) ¥ TN <@ @ Up Td AIFT oIETdTd & BT Bl HHT: FH THR Il E— "R
anfe forart aftaford 31 @R[ oI &1 $11 T8 TR, THER ol 3R afdsgaa 3t i & g
21 sfaeeR 9 4ifa SHer Jae, 98, IRl va fAwer 2191 mavas 21 99ER T 3l 4ifa S9!
YT, T Ta AR S 3aeEd g1 vfdsdaad o i S gRefRial td A @ Ae-a
S T9 3rgwa W g =g |

1. “Cost audit is the verfication of cost accounts and a check on the adherence to the cost accounting plan.” —C.I. M.A. England

2. Wilmot has summarised the nature of cost accounting as “the analysing, recording, standardising, forecasting, comparing, reporting
and recommending and the role of a cost accountant as that of a “historian, news agent and prophet. As historian he must be meticulously
accurate and sedulously impartial. As news agent, he must be uptodate, selective and pithy. As prophet he must combine knowledge and
experience with foresight and courage.” The Cost Accountant’s Place in Management, The Cost Accountant, Oct. 1936.
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9 @ Rig= (Principles of Cost)

o & yga figra fFefolda €

(1) IR 1 T SHD BRUI W Bl 8—UP INTd Dl JATHRG 394 BRI A Abeaq aw= g
21 BREM 1 B dREM Q@ & IHRd 2, drafed Q@ TE, 36: 39 s g ¥ afafera 7 faan
ST ;U fa9iy wei &) w_erd &1 &0 S weliF R S1en oiran 2, faeft e weofi| R <11 denr s o
Uh BIRYT Bl da Bl T ITISH-3hIS IR T 8] SIell Sl  dfed S99 |4l ShIsdl IR STl ST 8
Sl Sual e | fAffa & =i g1 3@ R B S Y BRI Y A 2

(2) = B g B Y¥ER] € AR AR B I FRA F— T H gHA' BT 3w I w9
# 2 53 T | srrar SEae $9 9 I 5 99 9 21 W g S gen § El ¥, AR & 3 S
a1 ©1 STl B foag, SwreH-avg W oafd I8 avg SREM H & 2, fAma a7 sten o wedn ©
Hifes fasra =g @ I avgali R & Sra o § 5 6 9= o €1 53 TR, Scares ufthan § gen e
(wastage) TR SHISAT R T4 B STA1 KA & SId(P &1 GoTl 81| I &1 S 5pIsdl R ol & arfl a&
gra-fag & 7€ o) €, TE S1e on |Ha

(3) MM ARK AR d@ie+ 9 |fRaferd T8l gkt §—aiff1-yaa, 91, Suga, gsare g gHen
e IR BRI | g3 T B AR SR W Tl STeft Sl 7, Rifeh ITb1 W ST B A
fobar A 781 €1 = B B - wn § Rarn wrar 21 3@ yeR A fakia W 9 sy we
Rt W= uRagaie | 1€l Bar ® ara § wfaa T8 o Wi g1

(4) Yo B AF qfasr @t sEfd § el 98 N -0 = S e el B € ik Ak ==
23] B S favra safd | =l foban R @ @ 99 =@l B wid s 4 =ret = fhan S @ wife
FA | WA afd B AR fIaRv-uF’ i AR A€ S B 9| fRT AR 31 3if 99 AR | 8
o1 ey 3 ufas | =€ e afe favra o &1 oy wfasg 9 oft g g @ @ 98 fave arre =@l
g1 SareRvl & forg, s =g o Wi Y9y =g &1 avE 39 599 4 95l &A1 o1 § @ 98 faa ara
8 B SR

(5) wiearfdal @ Rigra @1 arE aEiPa § WF T8 aar g ol | sif<m wie—are e
1 IR G o1 ft P4 81— Rigr R qeifed gl §; 9_Rg IREd ol # I8 ©IP dad ar[ o4
tl'\”i?ﬂ'lﬁﬁﬁﬁ%l ﬁﬁﬂﬁ@ﬁ@ﬂwﬁ@ﬁﬁﬁmﬁ%(SecretReserve)Eﬂ'ﬁﬂ%Hﬂﬁlm
SIRH @ R U1 AR @i H el 2l g1 Afd dF i | 39 94 i 31 A R oirl 3 s
I29T & JHT B e B

(6) AN dE@iPd e wfafe Rigra w® & 3mnRa o —o1 & faxfa awies s wfae
Ul OR 3R Bl & 99 & o & o W Sfde-wfee & g W 59 yomel 4 v oI &1

AR 9§ fvma
(Concept of Cost)

N weE P FHREa ol § aRfta S 33 81 auR vl d su@ i fdft ag & Iy
A fd R arafde sierar fFA 9 are sgEa =l ot afd @ 1 aeet € fedion | 5w sRf Q@
Tl R AR B §— () AR A1 U B Fpd, dn (W) 98 A= orad 39 g b1 93 B on
el 2|

TP IR 4 el faspd ta faavu = 9gd o9 81 U axg @t @ &1 faa e faawen @@ $1 @
A v 1 & =1 b on e 1 g S9 AMRI § W9 9% 9 i 39 ThR 95 B s fasa wa faason
2 WM A | A TS €, AR B 0 O @3t B fa wfnfora i gu ven aga W& us Wi 59
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AfIRTT AR, FREHI AR, HETEd aFd, f3ha @ a8 Jadl ® iR 38 9@ & 9 & td 98 31
M AT FEd B SRl & forg, Ha @ | |@rnll, s e gl 31 afvferd eva E1 writ R @
P1 TS M B AREN B AR 9gT M1 R G Bl TS A Bl HMH B AR bed 21 39 TPR AN IS
B DBl TANT HIAT YIS Bl g1 59 fiRad A= el o fa=-fa= sewal & fog s faan sran
g1 A1 BT (work-in-progress) 1 HeATH+ BT TN UR a1 S 1 32 TR 39 &8 eyl A
ST AFd § Sl 98 I & o ara’ wed o1 3rf g aRRAfG A w6 S

I T P ‘NG vres a1 BIs Afea 3ref 81 &7, a9 991 I B gIe A W 8 ol 21 39
IEIERY1 § T& AMURI & FRT 99 S Tl 97  Aa1sil & od Pl I AR O T IERE & &R
fRuifRa fasan o it 59 JHR o1—"awgail @ Al @ AR # 20 Ffed AeHR |1 I8 FUST B e a2
TR TG BT AMRY oA1| S AT T Feds AN & §RT HSH $I il 2t Sl T1es B 919 o 3 H
WA HI A1 3R faft ¥R afda | (S 3y SMTavdsds AFEN A1 o) e F9M BT Ja- HIA1 ol AT | T
fAvfa f&n T f& dusi & e o AN STerT-31e Afdedi B oIy STeTI-31eT AlH &t &1 Wehell &-3%
Bl HPREMT AR Afferd 81 Fah g a1 faavur g fasha 3t arme @ affafea @ w81 If$ ara’ o=
AR g sRa B, o 39 e & gou RuiRa & &1 [ifew <&t W < ||

T2 g 9 H w2 39 Ay g b fAfdea a1 98 ara Sfl BiE ara =€ 2 w®ife s i are
3ip wft aRRufIE] 4 wft Seval & fore Wl =1 &) gaban1 Sure & @G @ B ¥el B Wod wI A
R #H Sl o |ad § forad St avg a1 a1 @) f=-f=1 arRd 31 wanl € Safd AR orare & Rigra
& e Mt A g3 B W WS W FN P uE B st i g e 9 ugfi & srgaR uRad A
Mt B R s 9 31 I fan S Anfe 6 avg A danstl @ wwiEa: el AN 9)ll v Sg |
31 B MMUR R A RuffRa a1 < & St €

(Characteristics of Cost Accounting)

AN @ied 31 faRan Afefd € -

(i) € WM NGB HUTell a1 & U W9E 91 81 I8 9orel g i yomelt ) e
ﬁﬁgqiﬂsmwﬂﬁﬁﬂfﬁﬁm?ﬂ%,Wﬂ‘ﬁiﬂﬂvﬂmﬁﬁﬁﬁiﬁm(DoubleEntrySystem)
W e 1

(i) T oIl ¥ AR™ | I T GAW ANl P a@l fha o @1 A« § A9 TR B
=g aftafera € ¢ (31) wrEfl, (@) 3@ 9 (W) @A A AN B ded hEdd &1 39 o dwdl BT 39 ThR
<@ oY1 fb [ffa avg st 9o A1 @t o arE e 9 S@IE ARG S 8 9, JuTell B
&1 &1 BB TRae Tl e SN b Yo, 99, SEre onf} @) Rl avgsil o1 Sered e Bt
& dfcd AATG W& Bl 1 I Al B AN S BIAT g IABT AWb BRAI AN o B =<1 &
ST B

(ifi) UE WoTen & GRT 9 89 ot e # IR s A N A w9 w2

(iv) Wvmelt @ fawa 9 R 3§ wifkaal sfiwsl 1 R ¥4, aF| Faeor @ ggfadl @ ang
P T AMDIRGT S0 B AiAfod 81 FiRAP oids NG U3, U@, fau=, onfd a9M & &g aen
SR &1 A T B & foIg 7maeds &1 ar[ =01 v aneiiRan & [uRo & sy | ara
G B =TT U foran i gt B | 31: T8 AN Al A1 AR AW § UHwuan 1 T B |
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(v) gg vl aur-ve § wEfa it f @1 Ag=or @ arfe| st @1 gawm @
T W er @it SRerl &fthdl $1 S fAurl $1 ™ T B S BRI, IRl Bl R P B I
A YS=Ih] P TE YOl AR IS Bl 2

T @l vE kil ol @ gern

(Comparison of Cost Accounts and Financial Accounts)

Tolo &g BIfPd 3 Fal & :
"HIMRY ARG Al A Jouar Ya-sil 1 drel N g3 HSR-TE ¥ 3R aFE yomedt
IS T &1
39 924 & fA=fefRaa SeTErvr A 99N S Aadl € :
JaERO ;. IRo N fafAcs &t faxia gl @ A=fafaa = ws & ¢
MRS T -8 e

Dr. (31 fegaR, 2003 1 | BIF a1l 94 & forg) Cr.

faawor BH faawor BH

o o

To AFRR YA A i =i 20,000 By fast 75,000
” aRsfA® 16,000
"y g 2,000
” JWIEH A 12,000
” el oA ced 25,000

%o | 75,000 o | 75,000

To BT Td LA Y 3,000 By €&d & bed 25,000
» fqet Ta gemE 4 7,000
» Ay o (fass W 20%) 15,000

%o | 25,000 %o | 25,000

SUYeh LA P TR PR H1 JBR F_fRid @=ell @ | 791 /0 © fob et A, a3k | A
Scaral o1 fRwfor g 1
AN d eI B ReRores

gdiq
i el 3 g q
o o o o
e | 20,000 8,000 8,000 4,000
wae M 16,000 6,000 8,000 2,000
wae 2 2,000 1,000 1,000 —
e aRerm | 38,000 15,000 17,000 6,000
Sared aRam 12,000 4,000 7,000 1,000
sREF WRe™ | 50,000 19,000 24,000 7,000

1. “The ordinary trading account is a locked store-house of most valuable information, to which a cost system is the key.”
—L.W. Howkins
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gdiq
o BT 3 g q
o o o o
PRI T YA SuReg 3,000 1,000 1,500 500
sRfea Ry 53,000 20,000 25,500 7,500
faspa va faaror SuRe™ 7,000 3,000 2,500 1,500
g R 60,000 23,000 28,000 9,000
ICED| 75,000 38,000 23,500 13,500
@i/ 15,000 15,000 —4,500 4,500
3 IR o ufdea 20% 39.47% — 33.33%

faiia SR & TR FE™ BT ™ 15,0000 B Sl & faspa @1 20% & Ry Rera sraeR a8
gfaa & & fb ‘a1 SIE W 39.47% RN ‘W SIS W 33.33% AN § Sdfd ‘9 e W R R T W@
gl

I ‘Y’ ST W LM 7 B eIl © | A 81 fb 39 IR W "3’ B g1 4§ M =49 o
£ 9 3 PRU FREMT IuReEy f 3fde € safd ‘3 9 ‘g’ W Gl /R &1 39 ‘9’ IAE W) ‘I’ Bl
g 4 PRI g a wenate g § AfSe § 9 fat @ v = w9 g

mﬁﬁﬁiﬂm%ﬁiw

(1) ‘9’ IUE R 3w ffdl 7 Bri fbar Srafd ot smawaddr €1 i, 2@ M era & g
A AFfATHT (Overtime) BT fbar =T B

(2) PREM ¥ 3PS T9T B T A PREAN B IqI 98 B

(3) Prafed a yEmae 2@ 9 ot 99E ST 31 TR A e v a1 s B § wReg ana
€l gon oI B ¥1 37 IE B BIRAA & favg SrfaE @ W aifRy |

(4) S99 I Pl 991 B forw F9 v A W T B § Fife [ a7 snerea $

Sugw fadem & W A ® & Afdw &1 Sugw dur flega w8 § w®ifd aR. v fafies @
HAMR AR @ A 2T Bl S+l Gasil @ e TE 81 78 7, el are ol g1 o 8@ &
T 3 I8 HUH - W § 3 A @R @ A s Ea fBd g€ Bkl € afd av it wee
Bl € Safdh 39 WUSR-T § Bl dNId il 3t A1l §RT @iell Sg |

(Cost Accountancy, Costing and Cost Accounting)

AT AETemRA (Cost Accountancy) U AP g 2, formd uRegarer (Costing), eI Td o gih (Cost
Accounting)Sﬁ'\’ ARTa-fRa=or (Cost Control)?ﬁﬁ P aa faferdt, ufshard den qate afferd €1 ar<a
# fdenfefai # 399 o1l (Terms) & 9fd w1 @ R &<l 7 3R ST001 ST oIkl & A6t 3 &1 5 2
8 Ui #1359 w9 & AR @ forg Sww Al et @ o R e o e

(D) FI'FIHﬂET!lR":I(CostAccountancy)—@lﬂTﬁ?CﬁﬁWWW%%G‘I’&‘O flo THo To STUS
&RT IR @[ Ud il S & reiaell & IJaR AR oidl-aRa 31 31, "qRedre qen ar
% forT $ A 81 TUH ST ERT UK & TE AT B YD Ao 2g sRageitexo aftafera 1!

1. Cost Accountancy means, “The application of costing and cost accounting principles, methods and techniques to the science, art
and practice of cost control and ascertainment of profitability. It includes the presentation of information derived therefrom for the
purpose of managerial decision making.”

—Terminology of Cost and Financial Accountancy published by Institute of Cost and Management Accountants, England
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39 aRYTYT A Ig ft 59 2T ® b AN ke A | ARG Siberr (Cost Audit) 91 goie fRa=ror
(Budgetary Control) ¥t wffafera & 21

IR A AR TGRS, AR ol (Cost Accounting),tlﬁam'iiﬂ (Costing), < T =1 (Cost
Control) T ATH®HIRGT &1 fREfR0T (Ascertainment of profitability)STrﬁ Sl Bl E[ﬁ %g 3 Wt & 3T
ﬁGRI-ERﬁ (Subject matter) ® %Y ¥ wfafera fabu gU gl

(2) oI AEHA (Cost Accounting)—-eITd AGWIHA B ARG B forg < (Accounting)iﬂﬁ P TP
IS & 9 A TS A Fhdl B AR W AN oAb a8 © forae! eri 9§ avgai srman Jansii 6t AT
1 S a1 11 [hell B | ARG e ARl B [RuiRa B9, faveryor &+ ga s =1 a-A g W
o S B &1 T W A Sl fBRA 9 Steran Ha1 @ Sered 8 Scared b & IR fag
A IRH TR 1 7 faamor & sifvw fag 9o &l &, @ e @t v |t 2l

WWWW%%@@W(Accounting)iﬁﬂgﬁf?lﬁfq@ﬁ,ﬁmﬁw@ﬁ@'ﬁiﬁﬁﬁw\’sﬁ
AT Pt Fl AR TG IR FPIS AN A1 HIA B forg favan S g, e agidd Hean g

3mgo Mo THo To &= B AR, "I fag | T R = faan 21 sieran fasan @ w1 ST g,
AR 51 1 AN SHhIsdl A AR TR MU HA 06 Bl [ & forg oan &3+ 3t wfshan &1 @
gD Ped © |

(“The Process of Accounting for cost from the point at which expenditure is incurred or committed to the

establishment of its ultimate relationship with cost centres and cost units”.)

(3) e (Costing)—IRRTEH B T Tedel w9 A {3t avg o5t srerar Jar 3 e o F
A T I%g Ta Qa1 Bl AFK Pl A P B oI fBA T T AT $1 GUS, D01 TR AT ARG
3rerar Harell R faavur g aReaies ot g aE] (Subject matter) g |

Igo Wo THo Yo = & IIJUR, "ARK T B Pl TPb-Ia 9 UbaR IRaisa ot §1”

(“The techniques and processes of ascertaining costs are known as costing.”)

o1 fb St aRu @ W @ & ara aRegare sieran e [RuiRen a1 ar s it @ a<g
3T FET B S aTell Hal Bl AR S $I Bt Jfafd v 9fhan 81 aR<a d ARG B 914 B D a9
sl Rigr uRaraid # srafiRa &1 fa aa-iies 3rrar fafd &1 srart avg 9t rrar Scrfed dar 3 ar
ARG e ENfid Wed & @wy wR AR a=ar 2

AR AP B G%'W (Objects of Cost Accounting)

AN i @ie & 999 Sl Dl (=1 TR sqa fhan s e 3—

(l)mﬁﬂﬁﬂl(CostDetermination)—ﬂFﬁﬁ@'ﬁﬂ$quﬁﬁmiﬂﬁﬂfww%, 3Id:
=M it Scafea avq ST ya™ B A arell a1 B AN BT AR HRAT AR SRITb BT HEAYUl el
A1 S} 81 AN adid & =i fafi=1 g @t e faftri ga sfshansii o1 s o=« g fa=it i
I 1T Wl B AN BT Y4 fAfI= ARO H 1 aTell ARG $1 [Avayoneis w9 s foban oren g1 a1fd
TR B AN BT S g wtee Fuivor fea o1 9@ |

2) ﬁﬂﬂ?ﬂﬁﬂfﬁﬂm (Determining Selling Price)—Wﬁﬁa?ﬁQﬁﬁﬂTiﬁlﬁﬂﬂalﬁﬂfﬁﬁ
H1 f AN @S BT TP AedqUi Se¥d BT | BIg it SIES 319 IIE B S faspa qea s9
g d RgiRa T8 R Jha1 &, 94 T b IV IUre &) AN P Wl 519 7 & | i o A sfod
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&R, TRAMTI— SIS (Substitute Produt) 3Mfe TR ¥R o 7, 3t fA &1 Sigar & fasha eu MuifRa
ST Ahdl 81 STEl 9 SIS B AN B STFPR BT 994 8, 1 g SIHGRI AR oIEih gIRT 3T A
SYeTe 8 Sl B

(3) AR D AT B (To Control the Cost)—fBRTt Wt ST P AheTar SHD! AT BHN I &l
W AR B ® SR TS e A 9 qHa 9 9 fE TE B S At 2, 59 9 b Ianfea axgai o
ANl 1 Fafera = fa SR S8 arE B Ui SRE1 AR e B U e SR ¥ 98 ArTal
3! fFafa w31 W 3961 UF Aewayul ST AFI Ol 81 AR W & (Reduction in Cost) @I &R =1
(Cost Control) ST 3TeFI-31eT 91 &, Riifdh T ¥ BH BT AMfABaR RSP d 91 "Uehl R R F=an
8, WP ATl b1 A= 8 ORE RS A 21 SN—af /M ot ax | 9 fF @ 9rh @ @ ar gd
o ¥ 31 omeft T sM A R A FH A1 U B UgT A GIR 7, Safd sM A B a3y
3NfE P APHR NIl D1 FAF=101 fban 1 Fha 81 AN A@iP | Aral 3 Fafsa s 9t fafdai v
Wﬂﬁiﬁﬁqﬁmﬁﬁw(Budgetary Control)ﬂmmqaﬁﬁﬁﬁ(StandardCosting)EFlWTﬁTm\_rﬂﬁT
& T T il paeik fageil w = fasan siran @ S arll, 5@ vd g3l | @9 arel sae $ et
ST 9P Td BelRawy N IR f[a=ro1 fdan o |9 |

@) fAvfas %g MR USM BT (To Provide Basis for Decision Making)—ﬁﬂﬂ ff I gIy I
Pl FHI-TII UR D1 THRSH BT ATHAT ST ISl & U SUTS] A1, ARG ded Tg S99 3
I € e 3@} §U AR Pl AT I@H A1 §< 6, Yad [apa Jea (78 g dofl a1d ), darre-aM
faeeror, M o, ww-fI=sT fawg, gren Ak, onfe @ wwry # ¥t fvky $%9 gsd §1 @r @@
H1 I2¥T Y T Bl ITYH AR B Farone wwa-a91a W gai< vd qifdd glaurs Sy $RE |

(5) ArPIRan &1 RuiRor (To Determine Profitability)—dada #§ Warferd va wfdsy # warfera @ 9™
arelt AEARe fharsii @ AHIRAT BT 91 I< HIAT TAS I Td JIA™ B THE STaeaeha aiil
¥ 39 SeE B gff I NI Q@i g1 AR G2l Bl fATeINIeTs Ua WleTcd SRR G a
ST 2, e Berawny fh-it Wt Ao, Sare &) ATTSiE &EdT B S 9T fhan S Hebet 2 |

©6) aﬁlﬁﬂ?ﬂﬁﬁﬂﬂ‘lﬁf(To Comply with Statutory Provisions)—a&+a=t 3ifafa™, 1956 @t &1RT 209
(i) () B ITAR &5 APR §RT 3P I I M & forg dAFa @i @1 ifFard fban o gt 2
S SEF &RT IR 209 (i) (d) BT 9T B vg ARR a1 JART T iz & forg fasan i <=1 31
I: Y8 el ol Whdl B b AN AGId= &1 U S aue <1fia @t gfd &= ) ')

R NGB &1 A
(Significance of Cost Accounting)

faiia e A uTE S arelt SR srar S e $TvS @ JRIY @t e HifN & woawd 93
T R ST, sm-farer, AR e, Jenfie yamy snfe 3t smavasari € W w9 | AN ddidd
$ IT B forg SwRaEr B

MY s 1 Hst gfawadt 1 g g, =it ft S &1 IR § 99 T 59 91 ® R wwan
 fob SE & SuTEA o) UrEdl @ o JAIHd 4 H B § 1 AT PIS I 39 1 & &3 A droit AR
o @ @ ff¥ea v 3 Suet s g wfas <1 € gRfda ved 21 it i s &1 weey a1 saat
HHEAT AT SRABEA BT TIE BRI BTl ¢ | AT Fa=e T INYAP SMawadmansii & dgwy Wit aw-nast,
JefAe, A, deEnfie THeiRal g YaHel | 99 g 8 O $IF N T eRu T8 8 S SEr @
smmaﬂwjgéwqé afed T S 3 IHR RA-H Tlﬁiﬁ'T-ﬁ (Heaps and Bounds) BT STaeaiTat
gl

AN A EIdA, d@id o T faftre faf &, o & gava a1 & Wi 93t gaang Sues w &,
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et gfef <rieh= R wwia =181 B Ut &, 31T T PR ¥ & Te 9 AR orgieh § 3el-ame B
HE Sl &1 aR<Id | dRTe ordieh=] fb<it ft sa=e1 1 eieptRen & fAuivor, oy § g g, asnfAe gJau &
TN, e Hifa RufRor g fAofaq & sMe! |eM Suael BRI € Td W3d Uh 9 9e9ie 310l Jhrel
W BT BRI Bl 2 |

faeft <ft ST sierar awr $1 UH A S¥T A FA1 § TE §, afed Sea ura @ F9 e drelt
TRV TG HaRI SUTE] HRIP TS Td I Bl |al b1 0t 81 39 Seedi o gl & forg arm arared aga
€ WUl dEiEd fau & wu A TR wHe SufRerd gan 1

AR S EIh B &
(Advantages of Cost Accounting)

AR e & gt Pl G §¢ SO 9T ol &1 S1eaq Fwaferf@aa didept & s fban o |t
2

(1) Ush RN IAIGD B A (Advantages to Management and Manufacturer)—ﬁﬂﬂ | S
P Ao, [amE, R Jn Sed JrR TERAiel & AR w41 99 Sl © Yew 3 e
BN Bl 39 A9l Bl At GASTA S 9Hhdl B, 99 590 AR | i 9 fIveere gEai Suaw
B 9Rd § AW, d@ed g9 @ @ 59 W A 9 R A YR SUde RIS el Bl
3

(i) SURA H FA AN, TR SHE AR Ta A= TR01 IR A arelt AR 1§ |

(i) ArER, 5W, =4 IS P FITH T JJHerad TN o Feireast va Reafdal 1 wiavo|

(iii) faspa qea sl [Afdar go &1 fAyiRon

(iv) <9-8IA BT e fdavor SR H311

(v) JIAVYIE T AT BT BT TDHRYN T4 WL APRY BT TR DRT |

(vi) =ifd Ao g Aoiga 1g smaws gaar Suael S|

ARE-ET YgA B AR R S9! S Y=

(Criticism of Cost Accounting System and their Removal)

(1) g% 9gM 9ga Gl § 91 39 R 591 T =9 IFARD e —ra-aw F1 I Fa<E
§B AR =@ w1 2 7, o [Affa avg 3 o 9g ol ® s o Qg™ o o 9= fasan
Y IFEID g4 21 39 IMEY B G I2 2 b I8 gl B gawma an fRuiolt w=en gr1 =& s
S 81 O dgf 99 SHUEHI gRT YATE Skl 8, STEl 39@ gRT ™ arel o 39 =) ) 1 < |
Fel b Bar ¥

(2) enra-oraEr fAfY | o e # 9 R R t—ard S ugfd B R ve srer fRAur wenfig fba
STl &, 31<: 994l @ Bl ¥ g & 3ava Bl 1 Afb T g€ aqr § gl 3Ma faur 8 §, T ond
< f3ar i A 21 39 Qv g aaae e § 9 £ @it § 9en onveie uifde S 7, e
Tl Bl I {B rgfaen i & @ a8 39D i Bl WA Y TG 2|

(3) N D IFETEF &, 39S I A f SNl F1 Qe A1 a1 W 1z e Wide

7 feardt T feaivr & =afth TRga FA & T e THa 6t a1 76 FR UK g I ISP g FifAd
TR 9 A 61 JT &, 3: IRHEREN ARl o1 Bie grm |
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(4) AN UER S SO | B 8 gHl e-afe ar-oal 9Efd sRika g gl ® @l
@1 31 I € & a7 ugf IPR 31 959, W 9 g FHAR) Ht 59 uEf B A T8 9 wad |
34 39 UGN P AF A H A, FIIA 9 JFHA TeHD1 g HHARAT BT B IMTeIS B |

(5) SARTE-rET Homelt IRE —§B Al &1 fI9R B & arme-orkan go wu3i, fdavel wa Fawi &1 a==
ATS B 91 39 UG B U A WA=l G & Siell ® 3R dHart avf ux 31fdre 9ist gsdn g1 99,
fAawmaferit vd fdaRor are-a@l @ Imawad T E, Afbd 9 ARG JAT IFTHRYD L &1 AN Al
EAATYED P B | PI3 qTHT IURAA TEl Bl 2, 8, FHGN  SRAEN P b PR JFAATIE d
PeicguRIvTl REr 2|

(6) dRTG-orEl @ IR Yg T8l S—FO Aaradi o 74 & fb dna @l 4 96 gwiad 8 E,
31 S R favaaia 1€ a1 A I8 SIgAM T B, Ara-aEl § g 9 guid o 999 e
ST @1 TId1 8, S ARK A1 4 A {33 Sk €, S9! I9s 3yR 81 81 N ol & ufRoms
‘@I B AT R’ (Normal Standard of Efficiency) 9= TR 81 €1 STAMIRI-&1 A1 STATA Rl
(Abnormal Wastage or Abnormal Efficiency) @1 $8H I =&l f3an S|

arE 9 fasfig a3 SR

(Similarities in Cost and Financial A ccounts)

o 9 faRia @i 9 A=ferfaa ga=ar! arE Sl 28—

(1) SHI & YBR B Gl B ST JTAR™ BT AT4H-B1A ST BT Bl 2

(2) a1 € YR B i@l § SER-IE YOIl BT YT fhan S 8, 3d: I8 Pl Sl Fahdl & P qEw
@ guiell A1 & @l BT YR 2 |

3) ﬁﬁﬁ@ﬂﬁ?@ﬁiﬁmﬁﬁﬁ(Documents)iﬁqusﬁ%,agwﬁﬁ%.l31911?[
o fioe 9 Tl @ YR R fiy o W O E, S fioie 9 9ol @ S1UR W) € AR o
I o B

4) I 8 TPR B o A= safd & =i @ aw-EIfR 1 JAIHd I WRiE 991 < 7, o
fa=Ron @ AP B TAN B o 9@ |

(5) <IN AW fa<a orEi & YX% (Complementary) Eokd

(6) <M =@l aidt Ao g Hife-Ruike 2g @i gaad sem w3 €

(7) SHI & PR B i@l § Jgel 9 Iquel AT, 39 9 ™Al BT El &1 ST §

R |l 9 faxig aEl § =R

(Difference between Cost and Financial Accounts)

AN ol 9 faiia @l ¥ gai g9 @R @ 9 f [REforfad R 9R o -
NGRS LCICad fadfta ar@reT
(Cost Accounting) (Financial Accounting)
1. R JEid $1 9@ S2ed Sare $ Jial | fi awied 999 w9 9 O ad & s |
BT TAT ST B dlel A8 B T | & ST B DR i T
BT B B
2. N i 3R B & e W a3 T BEl | iy Sriops wa= aiRa &1 @ 25 £,

1 bl § Fifs S TN D S arell Tqd Fifes 7 gaeeit @ wewgof qeal @ forg @
131 BT Y I fadig e € 2 R SEiET w3 T8 P

Contd.
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AN AP

SIRTT Si@ieb=

(Cost Accounting)

fafla sr@reT

(Financial Accounting)

10.

11.

12.

13.

AN <RATh ¥ AT B &RT 209(i)(d)
& I=aitd afvta fAufolt se=al gR1 v@r s
afard g, sm: R Fwfal g e
Syl BI UTeE B 2g A A ¥

AN e faia a@ied @ R &1 wrd
HI 7, 31Ul g8 AW faxhg srEmies &
HEdd o B 2|

FHe ARAFATH 1956 Y 9RT 233(B) B AR
Scared, i a @ st 4 it g8 aea
@ for) IRTG Al &1 Sidberor HIAT AR 7|
AN i@l | ¥efd Pl Jedih- ¥d € AN
Ied R a1 oI g, ©ie & aeiR o W)
&I T8l faan o 7

. N i@l | ArEl & g Ud 39 AEE )

faeiy fRg=o1 <@ a2

@l 3afy fAfdaa == Bt ', 391 fAmfur
HIRYP, UIfdis, FHIRIP MR R fbar 51 Apa
gl

39 @l ®1 (A1 9 SRRl Wfeed w4 49
Ta @ IATIHAT B IR AT S B
SRR Ud Ao & forg @i denfies sifarian
el BRil B

AN @l a1 i Saa avgeii & o g
Icared # ot g3 Sieifie sersal serE Jar
e PxA dlell GRS g1 fhar S 21
AN ol | 3 FRRdl drTa @1 fava 9 <Rt
gr1 < far ™ 9wy Jen ifde w9a fa
T B B IR AT B D |

AN @l § ARl @ R | o fava 9 <R
G S © o™y arsht &1 M= 9 SR
&4, AR, TS-BE 9 YT Bl AWl GG
ATt 8 Al ¥

AN @] ¥ ARl @ &S JPR D dRMp ol
PYD (S-UTel Ud 35<gel N (Direct and
indirect cost), A QH gRad-shd &N,
fa=ria va siffa=eia ar) <@ S |

e A ST R 6 § e | ifRart
2, T8 BRI ¢ P s i e fafaw
1961 9 ¥t AW 1956 & gwd fban
ST B 1

o o fa=ft ff e Suspa &
I o B ¥

Mt PR B FAE gR1 @ 9 g Ak
Gl BT SBEVT BT B JARAFTH 1956 FRT
fard wx fear w21

fa=iia gl A wie 1 Jeuid T g (Cost
Price) 3R 9SIR Hed (Market Price), S ooft
I H B9 @ (which ever is less) TR fdan Siran
gl

fa<iia <@l # =01 @& w9 4 Ads (Cash)
TR Bfsd g g

fa Q@ 9m=a: 9t syR ) 9aR
IR

fila <@ wea s fRfem @ @l
M & waui @1 9re $Rd gY R
S g

A W W TR I AEEAE sHEA gRI
IR P wE 2

fa<fa <l sifst &1 A W ga wReifas ot
TSR A T W &, TRy STDI fAveIoneTd
w9 T T PR B

fa<iig <@l 4 arnfl w) @ T ga =3
foran oren &, Wy @l B 59 gBR TE @
ST 2, O b arsht & e, o= a9 enfe
Pt AFBR UTT B D |

facfig ol § arrdl @1 v Bis afieror T
favan <iran €1

Contd.
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GIFT SETdh fada cr@rs
(Cost Accounting) (Financial Accounting)
14. 9 ol g fasftg @l @ aRomEl 4, SR | fasfig |l 8RT Uohe A-81f &1 IH1eT= 31t

e @ ¥ enfe, sg IR BN B | e B B DY ravadar T8 Bt B
HRUT 3961 A fban siren 2

15. @FTa <r@l | <vsk sieran fRfder gea @ o | i ol # RAfder gea @1 Rufvor 78 fan o
9t aRReciH1 Bl & fieT 3@ gU Sl A @l | [epenn B, wifs a@iea o 98 usf WeRie
1 HEH B <rTd fafdl W snelRda @1 & PRI Bad aRafds

&1 9 A P @@ IEA 2, AFAN I q

Al BT AW 39 AGiH | T8 fhar S 21

16. 39 <@l g™ A= fAyri 9 S8 aRRA | 39 ol g/ 0= 91 W IFe ura T @)
FHAREA B PRGN T &9 BT 99 8 | g
S 2

17. IR REib= ollet 1 SUART 91: 99l HRAal | g agidd 9® TeR &) Aaaiis |
g1 fdban ST & 3rman S9 ¥ fal R SFd | gR1 v o €, 912 a9 R § 9} @ 3
3 <G BT TR HAT H1 ARTH B aRT | 81| 39 A &1 AN Thra FaE, BH 9

209(i)(d) B ITAR AT JMALAD & | Pl enfe @it @ gr1 fbar s 21
18. @RI i@l &1 Yebe foban a1 o fobvdt faflre | fafia o ol <iven & o9 & wbe @va 21
Ide | GHRd 2 2|

e —sad™ fAasm & smuR =R Iz fAspd Reren s @ © fb arm aaea den fasda s
AR A IR S aTetl |1 R HUNferdi ©1 U ¥ a<g & SIS &l U AH-9 AP ANl P1 S A1
BT 8 @ ORI | qaar @) ardfds nfie RAfd &1 1w Ban @1 59 W@ | Uelo 3Ro IR w1
A B "R o U o €, Sl fORi ol & RS 3ra1 WER €, IR RO a1l aen SaRaifa sierar Sua
f&<it e o°f ) fawa 9 o & Wy 9 IR a1 37 & ST | Adferd fhar o g1

e ARG ST ot fAdwang
(Characteristics of Ideal System of cost Accounting)

T AR o 4 9 faRiyang sieran o1 g1 @1ty ot & 590 Seai 1 Well- Wil OR_1 R | ae
3AD A B AT B 9 59 fAeansii o1 sremmq AaforRa sidei # f&an o woan € -

(1) ARAA—NTE AWTh Jolelt WA B ART S R B 3R R A 9631 § 3 b | 36 39
HUTelt & 3T=<id fhd T =l &1 aefiasvor iR faweryor Y= 811 wnfey fb ara o e & |t | 3n
S|

(2) FAAIA—TEl ddiedd o1 3rf a8 § f a8 yonel TR 9 TR o wawr 9 sTavEdgaR
TRl g gerll ol 9 | Ife Iadr Bicl g Al 39 BIC ®Y § IR ol 9o R 9Q-9i FaI T9fa
HYD g1 Bl ST JJ-9A 39 Yool b1 w4 W g1 fban o1 9a |

(3) fAaaRa—az vorelt &0 diel 8 AT $HS T | A Al U & BT ALY AR T Bt
A1 S Y b 9, 98 FENE B [IE AT SR P AN FI Bl <&@« §¢ I g g Ay
faaeafiar &1 srf Sfa =@ 4 & 7 & srcu =g A

(4) TR B IJHAN—TE Ygal TARN S g1 § & AN i aar @ fog g § 7 5 gaa
AN SGIP @ g 3ra: arFd aEied fafd =@ 2t =y o fa=-fa= gl @t savaswsdisii &1 gR1
TR D |
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(5) JAIHS—3 JUTTe § I8 U1 81 =1fRT b 599 @l g1 Ua ad & @F Bl 3 o s
9l & AN B | DI S [ AT TP &l 98 H GHE BT S AR Bl Bl gl Th-gaR A & o1 9
AT BRIGIAT P ATIH FHfSH & I 2

(6) e FEEIe 3 A gFa—ag yomelt O B TR f 9 dad Fd B BN W & av Swat
It sraRen ¥ ft ARTI-ga | W e gEEne denfashy e wa | 59 geR 3 gEE [fde o
Igua ou FAdrem d qun fama-qea Rer &1 4 o< wers g @it ¥

(7) B P fAurl § qic] B dHTI—TP R B B AYF | dic T A 9D A= 3R Ao
g B I 2 | 599 AR, T avg @ F[HHior | sde favm st faeansti &1 quf Swam ave S9 avg
Pl ITBI--3 A BT TA HIAT &, T H T8 W Tl & A1 & fob S avg & a1 Are-adi d 5AD
v &1 faamn @ <= R

(8) @l D Y& TEA Pl AAA—AYRURRT TR TR B Q@D YUl BT Ig MEeFD 0T Bl &
& SuD o g 3R W g1 Ry AR @isd A 591 iR W AfdF wEa 21 TE o YE & TE B
MY TR ST TJd B P1 &7 1 9 21 Aeeiyonets 81 =1fey aifd Ts 9 W< 8 98 | o
W H P o 3 9PR & BY U BH €N A dR- 9K &, SR 991 SR § 901 Ydifea & s_a
5 ot 2

9) fNT S Eied ¥ fAdF R B dHaI—aE Jorell 39 A7 21 =T fob @ ar@ie+ e faxia
B & IR &1 A fhan &1 @ 92 3R @ BRUI S HID S6! X fhan o1 | |

9N aEied 9t A= vl
(Different Methods of Cost Accounting)

AR 379 FISH, ABR, FAEA I TP B ATAR A3 PR P e &, JTH—FEh? AR,
AR B, 99 HFN, Yeld S, faga smyfd Bt anfe | faita erEe @ 9 it R @ @Eaiie
SUhHl B T SeFI-31e 371 A o Y€ O &, JeIfd o) &A@ gl § $Is f=ar =<1 8l ®1 =
TR faia o/ e SwhA & forg Sugwal @t T fie | 37eT-3rerT 9Efidl §R1 - O &, S 9P
AR AP it AP Supd & forg Sugda @t T fie | srer-3re ggil /1 W W[ &, Fifd
Elodlo, Thex fAwi, $€i & i anfe & forg PIE e ugla 39N Suge Rig =€t & wael &1 o oG
1 YEH D {O [AiAD Faford gghaal o1 fdavor 7 garR -

(D) m@wmm(Unit or Output Costing Method)—wm?ﬁﬂgq@ﬁm
N A 39 ugh P 3PS Ard 9gR, TEat AT 9 serar Swied dFTd g @ A A W S S
2, Hifb 39 vgfd gr1 Safed sorsdl @l 9fd sarE arta & Wi T ) Sl 21

(2) S AR A1 SYPHA AR g (Contract or Job Costing Method)—oTd ST 1 FREAM |
1 fban SR, afed S =M A9 R fha SR W€ S9! snawaddr B, 9 ¥ Sde wrEf @ fow 31 ugha
1 TN fHa1 S 3, O 6Sd, Wad, g offe 31 fHuior sram 4 1 fha smex, S9 [ {9 w® g
2, SIel SHP) AMaeIHal Bl ¥ 31 ArTd A ur: S T 9 =@er a1 Fwfo Rl & Ty § v
@ 9l §, 39 fafY 4 39 R 5 9 9t I 3 g ar aun i - 9t o @ SR R

maﬁﬁﬁﬂf\’wﬁfﬁ(Job—costing)iﬁlmﬁiﬁma?ﬁwﬁﬁmmg,Gﬁmm
IR D IAMUR R fGA Sl &1 Aed & < $T ARG AED R 3T BfA 9 AP S ITAR
P FIE W B O IS Afdd WA Faferd ¥d @ 9@l & g 100 T 914 AR & a9 I9dH1 a1,
20T 379 GF Bl W B PTS BUYAHI 412, <l RIS b1 PRI H3A aral reran s S & forg a8 o1 &
SYBR! (Job) B} Hifd BRI 39 YBR P BRI BRA a1l MM BRI B AR BT [ H-1 & fore Suwrt
AN 9gfA &1 AT BRa 2
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(3) wfshan P fafd (Process Costing)—ﬁlﬂﬁﬂﬁﬂ?ﬂmﬁﬂfmwmﬁgﬁqﬁm, 3MPI
wfshanait g1 guf 2 2, @ O/t axgait @ o @ RufRor sfhar amr Y g fasan sien 71w
fafd # v (gdaxil) ufsban &1 AT w1a T (Saxacd) afssa & o &= 71 (Raw material) &1 &1 6
21 SUEH P UAP Ufhdl &1 AR SHPI e | WAl GIR BRP S| DI Skl 21 U1 TA™fAe gare,
TRl Y, |rgA, 9, da, aiffe-ie, Fust anfe & Swared § o fAmivh sesal R 59 g @ s
favar Sire 21

(4) 9REre™ @R/ fAf (Operating Costing Method)—3rr: uRarers1 o fafdt @1 w2 aRass agaxen
3l Aar (Bed, $udiH, f3sren, ar 3nf}) uem B arell araRA® sETsal FRT fhan ST B 39 Axensi
ERT I 37l AT Bl TH-TIH W TR WM TR dF T o 9 W AA I I &) M0 A B forg
399 9gfa BT TN fhan S 21 s YR Qarl Y BR- aiell Araifde Sxensi g1 A 39 fafd & aream
A Y B SH arelt Ad1 Bt ufd sh1E dArd b1 RuiRor $ fhan s 21

®)) aﬂmqﬁ(TargetCostingMethod)—?R:IWiﬁﬂﬁﬁq@'ﬁ?ﬁSlv_vl'*'iﬁﬁﬁﬁlﬁﬂ'lﬁm
I I ar faRsi (S P srom Sl | srgudl va uRIE 8) R uiRa w1 ot ot 71 faeisi
g1 RufRa ARG 89 ARTE (Target cost) FEakt ¥ AT RuiRor & gyear fafv= afdadl g wwensi (S
ﬁia}iﬁq'\’iﬁlﬁm%)ﬁ@wmqﬁ?ﬁiﬁﬁﬁmﬁ(Tenders)mﬁﬁﬂ%\_rlﬁﬁﬁ,mmﬁ
|IH HH AW 9P R FR A @ forg fAfaer afta o 81, 39 WieR ova & w1 forn S g1

(6) R ART 9ER (Cost Plus Method)—3E fafd 39 Scureq &rf & fore s &1 wirdt 8, oigl &rd
1 T BT 8 A BRI B AT Bl SIAIAG BT Bfcd B 39 Ui 3 w1 ot arafas ara | gd
RuiRa @ o wfie @ a9 SseR SHER B G BT YA o a1 & 3

(7) fawria @@ 9gf (Departmental Costing Method)—38 9gfd a8t g § orft Wil 7, o=
Seared i fafi= v # Jer gon B iR TS fAT 96} Ster-orer ARt S B @ favT @t g
AT @l 99 AU 4 9+ sorsal A faufora exe 9 so1s o s @1 Sl @ drfe faf=r fawr &6t
AT B JAARHD AL A A foan &1 wa |

(8) Waﬂﬁm(BatchCostingMethod)—E'R‘lqaﬁﬁQiﬁwawﬁﬁa?gﬁiﬁwwiﬁ
IS Bt TP SHIS AH1 A B 3R IHD U U HY A AN [Aaprelt ARil 8 | T 3t AN B 39 G
# IIfed Fe1 SHISA B A F HN IR TS HIE B AN A6 Bl Al §1 I fafdy favage, arst,
Heget qA1 AR M T el SR 3R A SRA 2

©)] WW%WH@%(Mulﬁple Costing Method)—39 Ugfa BT T4 39 I § fban
ST 7, fOR Ugel 31eT-31ei YaR 35t BI-BIS) avgait o fwivr fasan S & @en are | 9 Haw! Ay
Jf<m Saare fAffa far oirar 21 SRA-Senifaed, Aic-oR, csWREeR, Asfed, O, e nfe wife
JTEI-37e TGS B T3 AN A6 PR & g IMaTIpargaR T 4 310 arm [Ruikor fafei &
warT faan S 21 swfore 9 agwesd a1 fafda ara uefd s wmn B

(10) = e fafd (Marginal Costing Method)—=eITd Pl 39 UgfA P NG AN B RIRY
(Fixed) Td gRad=refiel (Variable) TR & 9 § a0 HRP IS SHISAT Bl AT AR (Marginal
cost) ST @ STl B iﬂmﬁﬂﬂﬁmﬁﬂﬂﬁwaﬂmwiﬂw-ﬁi@?ﬁ@(Break—Even—Point)
S| 61 Ud ANTA-a¥ fawewor (Cost-Profit Analysis) $1 9gd 3MHM g1 81 dFa= ara fafd gwr
NS Heraa fAvfa o | oft e Skl 7

(11) 999 AR fafd (Standard Costing)—s< fafd § STE WR MM arell AN @ Y &AP dd & forg
a9 ReiRa @) o’ oI €1 v aR e | aread S99 e | € S fob srrest wu 9w aRRkafaal §
B AT S H aR<fad AN A 8 U= WD A Y AR § B RN B, IR 31 fa@Ron
2N ? Rafa 9 fawa 9 favewor gR1 fa=Ror @ dR &) SifE 6 Rl @ 201 S9! b & Sul R o
gl
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9Reaied &) ufafeai
(Techniques of Costing)
uReraie ot sfafdan Feaferfaa € -
(1) ERe RagieT—oa vt g @ goa €, 9 ser-3ier A= arrEl B s e WeRie
IREATHA et 2 |
(2) AF® IRGIIHT—Ig IS Pl 996 N FufRa wR <t aIRh 7 3R R 9t g arafas

AN | B SRI 8 1 S 3R Il 8, S¥hl BRI ST BRAl HIHG YRR 8 | A-h o (Standard cost)
g8 g ol & | sraxen #§ @M =nf@u 9 ar<fde SR (Actual cost) a8 € Y b a~<a | St B
(3) W IRIFI—3a 9 & =i B ) fAuF ¥ dier s 8—() @) &g aen (i) IRad=ehd
| vl g A € o Saed @ 9gq a1 "o W mwifad vEd €, st s uRad= i g
gRacTelid g 9 € 9 SUIEH 981 A1 e IR Il & 3IJHY ded 1 °ed &1 I i § IuGwh TR
A AT B S R Abrel el 7, 98 < aRegdied 21 |1 9 Sdred $) 4191 96 1 gTM | Al
Ire 3t f § aRad= B § o9 Bel I 97 I1 T, I STFaR! 4 W< aReaaie | 2l 21

(4) W8 IRTITHT—T< T<hel NIl Pl SAIed IR § A BRAT TAT T ATede] NIl bl
9 A B A9 A uferfRad BxA1, Uel uREAdTe deaal 21 I8 ufafd < aRaaiea St € 21
Il T<ael T p1 3 & URaciTeicl oITd & 201 319<del oIFTd Bl 31 WIRY I A 21 3=} dad sl
2t & gzl Sfim srarensii # el o B W TUE AR AFT 1 Aaal 8§81 6B faeeh dee i
qReie’ & I R ‘3cdel Regdicd=’ P1 TN 6 & |

(5) JgeeY IREFITPI—rTd Rabrerd T9a Wl 9 gRad=eia armEl | 9T 7 faban s, SH1 @
faftra wu 9@ € ST W) Aol HRAT Iy yRGATH 2 |

(6) THeY GREGTYTPI—bs T &l PR ® Fadr]l & FRI Th & N RIgr=l d1 @l B @)
fihanali 1 THM U A AT ‘THEY RGP’ Bl 59 9 A 9 ITAR™ Th-GIR B A F A o

gl
qRary yorrelt & Mg
(Installation of a Cost System)

IFHa T 3131 FieTs § uReg I vl g 2| aRerd serd, uRera fa=ron a o sifaa=m
@ e | AR Bk g8 da-el & U 3 TTera 1 W AW 31T w1 wsEr) T8 ¥ uRera awie
I TS HUTelt Bl WA 9 I folg 3728 WIS Bl Aaegedl Td Aewd HI Jaarl faea #§ IR gwa
b < <=1 21 Ue s uRery gurelt @@ W fag © o & aRexa g, ameRar & e a
Teara Aol o & 83 W T Jau & $RI-I7F Bl R B B

TP qRY UITell HI AT T 81 & gfcd T fafarT & wifd St &g sa! A9 W) fhar s
T TN Pl A SN REPR 9T Bl ¥ | 0Tl g @ forg A ¥, cgawra goneht @ €| 3@ gomeh
T B ARy S 5 e 9t fafdne savadaist B X1 FRA & Ay 9 Aeie Rig 8@ e |

(1) w9 @ 9 faariy ﬁﬁ (General Considerations for Installation)
uRRea yomelt Hi g 4 = [ faemofia fasgei @R e oo =nfee

(1) SETI—YCITel Pt WATIAT FH1 ST T TS A9 IRR-Iareond, Al &1 geawe= a1 fasst geai
31 Ry 9 € AT 2 srera B gaaaa Aol o 9o WifAd @ a1 98 Fa9r™ @) ar @) guifdd $8A
arel @ft 3 P GAre wU A gA B forg 7, IR @) e # @ ARy Fifs vomedt @t erden 3 ugd
D I W &l AR B |
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2) FH-AFA—S2eT B Avag & U WU BT HR-8F @1 ALY 9 T BT A1y & fb=
PRI P ARG 1 21 AT SR FH B @ 39 oM D foT yumell W 31fde = 241 2| afe SdreH
31 ¢ u=g famt &9 & @ S9 e ¥ et wR ifd e & s

(3) G Bl WST—a1s W TR Jorell AHhel Tl 8 Ah<l & S b AqA™ B FISH R 4=
9 Q1 S| 39E1 1eaTH FRI-HUIel Bl S=1d 99M H WIS Bl ¥ 1 Afe Wre | Argen uRad= ais-ia
gl a1 S9! fhar s e |

(4) T B} IJGURN BT FRA—AVMCH & RATIAT & IFAYRVN T 9 SRS & T G 54
THR A B S @1 fh e @WK 81 91 AR faRig SO 9 @11 s b 9 B
[N R AR B 21 39 qomenl & il A 9} B S BRI AMRBT F2AT ST IPI3A BT FHIETH DR
=1fRq |

(5) uRema fiorE 7 aRer gwa—a df aRad & fiaal (Records) e URET YD1 $1 7@
JIHR B TP TR AR Bar 7, IRy S INURYA maegmarsi ot gfef @t 2t € iy o S e
# R gorrelt @ forw oot &1 faxiia i 3t b g aReaa aaie & |1 &A1 &, -1 396
W—Wwﬁﬁmﬁamﬁqﬁmaﬂﬁmmﬁ,Wwﬁ?ﬁuﬁ@iﬂﬂ(lntegralamouming)
@ fAf3a wu 4§ == 7, g &1 fQwa g@an g

(6) SATBSI BT WIE T eI YAT—IRTY B NP TaDHIA v o1 & forg anur 2 &1 Wit sfa
woTTenl B AT Rt smavas uRerd siiwsi o1 ¥t wurE fha o wa den smaeas gaa] < i
AP | TR, TS bS] Dt YEI oA Bt W} woredt g1 A |

(7) aR=za & Tl @t =t soneli—aRera Rigr=i g Wk a5t fafd & srgwu arsh, sm a =i
BT P IGT G P YoMl USTH BT AMTID B |

(8) RGI® &1 FHR 9 IHN IFRA—IRATH TgfA $1 g I o gHfa ) R w=wan
2 & w0 Suard uRerie ugfy s ufkar sReaie ugfi sroar Sfaa 1 aRera o= &g aoed
=01 & A1 AFe yReadied 9T S 7 S Al § | 39 YR, [Avfa @ o e awien g
ASTHP AN AGTHT Pt qb-11bl BT SYART ATHAS Bl 81 571 A TBRI g Tl DI T B Ja™
PR AP 2 |

(9) SUREIRAE 9P (Responsibility Accounting)—SHRET A 9P IR fAg=r & aa-ie €
fores aafteal, @afthal & wg@l @ v anf}, el SRR = $El 91T 8, R dFF &1 SuRaiid
STell 91T 21 I8 <@ 8l § 6 o fae af9ert 11 forae! v faeiw o dian v &, i3 gu v 4
S Q1 {5 2, sreran 79, IR fAwern @t gen # SwRal|, [ & Fa= @ § fe 9, 39 A« Afber)
R STl W § 1 39 Seed @ Wik ¥ SRS IWid 6 YUl U1 MaeId R |

(ﬂ) w1 & a9y faemoiy ﬁ% (Special Considerations for Installating Costing System)
3 faey femvii fag A=fefa € -
(1) IR BT AMBR T FMHI—IS AMBR B T Jaad H R qonelt o1 fawd @ wu § @ fHa

I 8 Safh U Bic qqdr | 59 JUMTell Bl BIC HU H & AR B o MTeadhdl 2Rl § A 39D A9
D IY g TN D FY AN A<d SYART | FH & R

e yomelt S =avirl @ forg Suge el & Sl a1 A1 o1 SR # a1 da1 9er SRl § Jerd &
g, 3 @ forg 1811 B W N Awior @1 S F1 Al AU B § 98 Sed Ard 9 gs dARKd
& Bl §; O & Bl 3 @M o1 g, iR wEl faki o e ARl $1 QR1 JEl 79 @6 §, a8
39 AUl DY AT BRAT LD &l AW Al |

(2) SR—fa avg & @WE & YR W IR&EFHT ggfd (Method of Costing) BT T 4R fasan
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FHIA g1 TR, T I 59 THR $1 8 s arslt &1 Sua $ifde Jeuard § @ arnft & faa a g
<@l g1 =1t aifd arnh e a0 | @1 98 99 5M g SuReEdl R A Bkl B
(3) HIBH 9 WaRI—URE FoIell RATIHT ¥ WIS &1 Sl VA1 Wenfia &1 wnfey & Ha=or gt
M IR JEIHR & g1 § IR 31: JUMTel & AFHY Fa= Ud Wed | ais+g uRacdH 53 om =iy
e & ST A @ A RUiRa w31, ewra o1 Sy W6 w1 dun @it SR A
Pl Pri-Ielt 9 wHRnSi B faaus wftaford @1 81 997 &1 orf uRegy 9 S ugfa 9 o 9w @
fore s R &, 1fd% wwifaa g B
fawa Hifa @ w=fka g1

WIS T IS ¥E g s I=ria Jad & 9% Uge] bl 39 TR Fafea f&an o g &
g o1 o erffad 8 |9 |

(4) PRIH® JTIT—IRIAY R MG U AT B BRITHS AR (1) 1A, (2) TLIRIA 921 (3)
fasht g faaxor 2@ €1 39 v fawr & ada™ eri-ugfa &1 3eaas HRP IMavad Td arsg gRkad=
fa oM =Ry

IAEH B T Pl U B D A1l SE IR B W1 § v @ forg shaa ol 3t smasaean
Bt B 1 Afe 571 a6t 3rden wETAT 9 3ifdies o forn e & < 7oA Wt o fava 9 ®u 9 W oM =g |
YOI U9 BT I IR B aegadarsii .} AHR oxar & safd A a faarer <@t 3 Aaaarn
I T IoIR @) gEne wR AR fra aRe B
Heol sEif-afa & ﬁm(Principles for Smooth Working)

9Reqa gomelt or] wva @ A=fefRaa Rigral &1 sa= # @ anfae

(1) 9Tl ¥Rl 9 BrEif~ad @ § I gl = |

(2) JoTiell |AEER g A1ty dIfd SH A O LIS Bl @ §U Go11 Sl TS Sl 9 |

(3) TG B GAHH FaRAT H IFTGIgD GRaa T8 fbd g |

(4) are aRac Igvwa & MuR W dR-9R fid o, <ftean = @t |

(5) U=l 9 BRIGAS ® 79 § IRAT AWdR gR1 fAzar =1 faar 9R fb a8 gonet s9a forg
fRa®x 2|
TITYAT B BRI-GET (Line of Action)

Fraforfaa sri-Yan & s @t Sl 2

(1) g & forg watugw aRed &1 9&R (Type) d IREF Pt gl (Method) RufRa &=

(2) uRegg & Wit <l i ArBh, 3M @ 24, B ol & g Iavad IRETY GRRIPI, I7, T5d, BiH
g afiaE=l & AR HAT|

(3) arht uRera A=t W=t we, 9 f s |WROT (storing), FTAA @ Jeuiadq, anfe @@ w11

(4) sm dRega Fg=o1 @ A, o 6 SUar-Joaied, Ssar-RUiRer (merit-rating), 3/ @t
fgfhan, @1 FRI-FAMSM, 39 99 &1 oW, 3/ 99 &1 qUi 9gudr, aRsifie g SHa! o=, Jw
9y, Afawa, 3™ ReRT (labour turnover), 3MfE T BRATI

STgl B fdpar Fef=1 gR1 fhar Siran @, g 93 T Sfad o) Y@ 9F @) Sgaven &A1

(5) SureH, wemeA vd st a faawor wreh Wit SuRerdt & wirg, aviievur g faveryor 2g Sug® i
ST |
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(6) STeH fAYrT g Jar fAur &1 9 BT 921 399 SuRl @ faarur g AfAvre @ ugfa 9
HRATI| I9ed SURal & raeiyor 3§t ygfa &1 RefRor w1

(7) IR B AR &HAT TI BT 91 ISP AJHY Foic g AP TIR HAT |

(8) ST W@ HuUITelt WR IeRa IRy A= oW &t gIsi P =T S|

(9) @1 Follett =TT o aReg famT o= fawri & e a1e \a 9 maeas fAder ¢ | an
Ao AT @ 3= AP AT I Ul & b |

IR YuTTell Pl AT D BeRawy ol IRadH fhd oI &, S99 PRizhd W § % yeR 3 gien
I B AR § O & S1-9R 31 98 A1, Q4 fban i, anfd | aRera aaeR 31 a8 el W
21 A1 f a8 S vhIsll Bl GHIE B, ¥ % Dl Jal § 999R) ¥ 921 9t i &1 fAvar a Jgan
ST B |

AR AEiPd B WHaRi
(Limitations of Cost Accounting)

R orEiH R:a<E Ta AUl o fafd & Sl Scaresd, F91e, SHanRal, I i 3 3MH! T
A A FA B TR NG aEied @t fafaa drmsi @ W e § @ smavds #-

(1) T IETh= BT T Th AR IR gRT A8 fhan S |adl 81 T8 ™idp gia dad
I=1 AaAIAe ar e SHESAl R TN B S el & il SdTed BRI R0l Har 9
P BT BRI B & S—Slodlo Hwfar, wEfra Ratan, fibe, wHex, aR onfe & fRwiar s
Y, Y14, Bied g faga $=afaar o |

(2) SRR TRER H 35l i 1 oIl 3T & MR TR e S g, aRafded & SR W 7= |

(3) FT oA | g faia gl & 3 =i $1 Seared, fama @ faaror 9 9wy 9 89 & SR,
wftafera T8t fban S 8, SR—IRMRIG 2d, Fo9=1 R 1o, RIRY 994 6 999 A 8 arell
T a2 |

(4) AN SERP ol 31 faffie ggfil a1 sraed &, Wy @A T e, Fifh 9 A@ie H 5Gh
Hehyd 3fidel &1 e wd faxfia oaied & 2 2|

(5) I <@+ B TP Sfee kit 7, 31: T ¥ <afth @ g1 3HS! db-Ndl i goted) =,
WA @R, 999 Rt fafd B aEsn Bfed g B

AR & a9«
(Elements of Cost)
sfavagl & g § aeaiie a siefie seEdl gR1 Bae oy giie @ g9 - @t Rafy
BT M U<l AT & Bt T et 2, afed Seare gR1 0+t Seurfed awgsii sierar darsti w8 arel @i
TPR B AT Pl AN PRSP SIS G Al DI el AN T AN S TAS Tcd TR B dTel I Bl AFHRI

TS HRAT 8 A= AP ¢ | Y A I DI Aaeddaisi I € e 3@« §T e & T«
ffafEa 8 € -

(i)wmﬁ (Materials) (ii) 319 (Labour) <11 (iii) ¥4I (Expenses)
<Al &1 QB (Development of Elements)

o 94 A1 59 A9 ReR o3+ & forg SRl &1 s &= Wt =181 San a1 afed I+ argaa
A & SHAR] Bl AR AT U ¥xd1 211 S99 Rafad § S0 Pad, 3/ b1 & TN $IE1 gsal ATl € 39
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BT B AN Badd 39 it | IRg TG I I T Pl TP B forg {HA TR B @l A T aA IR
1 S 3 & ARG AFEl ot N Taeddhd g8, T4 I ARG Dl AR AFBR + 5M g3 AR 5d 77 A YD
MR B B forg aRG3H 1 s T H e AT g 91 IR foban 1 IS4 AFBh SR 3/ & sifaRkaw
I G N P TS| I S H I a7 DI AN, AR + 54 + 9 g8

A AT (Material Cost)

SR & Tl Bl [ 9 g8 W 81, ey i ft 3 & S 3 el & wed 31 & g an
& acdl H AREH B 9o A & S 7, a@ifd Bl i avg B Seured & forg anmit ) gena smavgen
gl g1 Gl @ apvma ¥ i N axg @ Seured 9 deren A TE @t o At

3o o THo To o & IJUR—"TF SWHA B avgail @t gff & v wrnh @ &<ft 21”
(“The material cost is the cost of commodities supplied to an undertaking.”)

Al ARG F1 FAiieRer JeE: |1 wul ¥ s

(1) ycaer At T Td (2) 3vdel AR AN |

(1) a<ad il e (Direct Material Cost)—Y<a& arnht fasdt i a¥g & Ired & forw <
LIS BNl B, Fifd I TG Bl FoA AR DI TP THE R ARBH AN & w3 I 8 | aRad § Taad
areht @1 [Affa axg A Wifde siRaa urn s &, R @ o | ® 3R srgwa fsan o e 8,
SR—ddhs! 9 fAffd BeR 4 dPs! a1 TN, Red o) diec] H iRed P1 TANT Td HbH | s, e,
|RET (Steel) MR &1 TART, AR aeg W Wil i@ & wite &1 [T w1 3 ge arsht @ 9m @
IHD! FART B 0T AT A Bl S Febell 21

3go o THo Yo dad & ITUR—"Ur &t AFF R AR =1 A1 aFa FHTEAl § Wi
fm o1 W& won Sw) sefea fn o W 1”

“Material cost which can be identified with and allocated to cost centres or cost unit.” —I.C.M.A., London

yae 9l & wf¥fea @) o arelt &< (Items to be included in Direct Materials)—9<a&l arnft &
I=ra A=foraa a1 aftafera fasan s &

@) N areh foras fa axg @1 [wior s W@ 7 21 den O wrnlt avg | 9gE vd TE /e
A WY TP S avg faPIN P13 97 IRA 2| SF-dlIe & I=aTol A Alel, Bl H b, PIS
ﬁ?ﬁ(Cotton),Wﬁﬁ?, W,ﬁtﬁ(ﬂﬁl

@ R avg & Fafor & forg fave wu < a @ sgw arll, SR—F™ & fog B ofe R o
@ forg faey dTse UeeR rran erEed Infe |

) WmﬁﬁqiﬂﬁﬁﬁwﬁM(Next)miﬁmﬁW(RawMaterial)Eﬁﬁ?gm
fbar Smen 811 S-%E g faHe o1 B @ ufshan (Ginning Process) &1 AT &l Afshal
(Spinning Process) @ forg ycaer Arft &1 &/ w=ar B

@ fAffa so=al @ urfRe Afbn & forg g § 3mM arelt Al SR—T/ @ K, JuR, e,
wifer 3t fefaan, RERTl @1 w7 & forg war & o= areft f3faan anfd |

Aie- () Iad arf &1 Hl < armht (Prime Cost Material), Ifsban arht (Process Materials), SUI™I

arht (Consumable Materials) <1 SIqh arht (Productive Materials) & -9 | o ST oI ®
Td ge ARl Wed o AR &1 S Bl B

1. SR @75 YAl AR §B1$ (Cost Centre or Cost Unit)—U=0 =it +ft avg, ufhan, 3&1 a1, Suard, w=f= anfe
e ara o1 S 81, B AN S5 el Skl g1 IMaed b1 31 T9Yul AR Bl AN &5 3Idl S&Ts 4R Ao
BIAT T, IR I8 AYU1 AR S D75 AT SHIS IR N g3 AT AT Bi g3 ol Ay
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(i) wcael A @ AR S SR TG SHD A oI H AR T8 A (1T ARET Bl HUSRI §
I ugaH @ gg) W afnfea 53 o €

(2) 3veae Arpft M (Indirect Material Cost)—3T9<del ARl STRT b1 39 99 Al &1 dr e |
2, Ol 9%g B SIS ¥ UdE U W A TR H 78 Il B, IRy SUIEH SR B A WU | HaIrd B
vd gRfaa o § dermsd s Bkl 7, o -
@) HNN T2 e Pl BRI IEH & forg Tt b SIM a1t 3maeae 9 (Lubricants) Td 3197 3mfe |
@) 3maead SuH (Fuel) O Ugid, Siold, ddst e |
@) WA ) JErE FRA B e g fBa S aren € wust o Snfe |
@ U wrnh o avga: el B AR o ywe Wl A 7, uReg ¥ A § 9E @ Sl HH
NI @1 B & BIRUN 35del |4 off 9l &, SR—71ie, hdldid, BIC $idl, UFT, 3nafs 3nfe | 39
THR & I3 DI 375de AFEI A BT T DR I AN D51 d SPISA GRT STBT AR HRAT
M2l SR—PREM | TN g8 T Tl R & A B g 50 30 B W B A SR g,
@ 9 M &1 713 9 9N o) fbar SR, ISP ERd /el W faurer ) fasan s |
g, kg <0 v wefi el e Scured faey R smafea 7=t favan o waen B 1 31@: F% Irveas
Al & w9 | " SRR

3H <1
(Labour Cost)

3 AFTA—"Ud SUshH & FHAMRA! B RIS (A9, Ia4, FHeH, 994, M) F AR M ara

G — 3mgo ¥Hlo o To
“The Labour Cost is the cost of remuneration (wages, salaries, commission, bonus, etc.) of the employees

of an undertaking.” 1.C.M.A.
39 AR & =TId &1 PR Bl AR A & | ¥
(1) 998 319 ARK—"aRfA% (3 aFT) R ST Besl 31eMaT <R SH1sdl W wHafRid fban o ua

T S Irefed favan o w1 — 3mgo ¥Hlo o To

“Wages (labour cost) which can be identified with, and allocated to, cost centres, or cost units.”
—I.C.M.A.

S s @ 31 gl | P e B avg #1 S FRd ¥, 3 uge s/ B swwia M o §,
SRI BeiTeR g9 H 983 &1 5, HUST g1 4 Jelle PI 37 A1 HIeYdR g9F H S 99 fthai Bl M Sl
foefl-7-fall wu 4 Hiex & FHufor § ycuer ©u § & Bya §1 Hiex W ARG T8 B © SNl §
: GGl &1 g1, S GirsH], BR DI Gifersr &1, 3nfe | w<ael 5™ &1 aReife T 3/M drTd Sl
gl

YIe] 319 ATl Pl NI Bl | 91 AN 3P1sdl W Tgal (identified) ST Aot & AR o anE
P g 3PS W I8 T ©U A FHERE 7, S99 WR AmEfed (allocated) fbam S dden g1

(2) e 3™ ANI—"IRHMA® (3 ) SR ARG =1 3120l N $ah18al UR Iafed el fban

ST d, aR AT faan o 9, e S99 g1 raenfia fdan o | 1” — 3o Jo THo To
“Wages (labour cost) which cannot be allocated but which can be apportioned to, or absorbed by, cost
centres or cost units.” —I.C.M.A.

9 =fth S foil STuTe S B I 39 TRA A TEl P W SIEA a1 1 g@™ d Fgd |
g, U 3H B I A g, 9, TP ddleR, USRI, BRI, fAdierd, Iv¥d &1 aIell PRIR, TR,
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e 3R g1t f3an T uRsifAe smcuer 3™ AR Featal 81 391 afthal 3l /M AR & {38 ta Susr,
faur an aftbar A Wen Ty =81 B 7, 3 ST RS it va Susd, vt @ aftbar &1 g arct
Tl fran <1 waen B T Wuerl w¥ SumrEl Al e e 7, om: Swa wRafAw faedt ve &
IUPR R el STl Sl qHhall 2, [ IR SI1 ISl g1 J8! 9 e, iR, e w® ar el 21 afe
TF YURATSOR $5 ISUBMI AT SH B IW-IG Il § A IAP1 IRAMAS T8 3/ dAN g 7, o= afk
a8 Bad & v & ST & B P WV HIAT B A IHD RIS TE 3/ AN B w9 H U T
3B IR AT fhar SR |

ITTE M AT & IaTevvl fA=forfad & :

(31) et sfAdt w1 aRufAs;

(31) BREN bre (Idle Time) BT IRSIA®;

(3) ™I q JAFREVT 31 F1 URfAD;

(&) st @t aifagfc (Workman’s Compensation);

(S) 3m@are da+ (Holiday pay);

(%) e &1 aRsfA® (Overtime Wages) |

gy
(Expenses)

AN & TR Ta IAf~TH T & /Y A JI BT 3177 fban o g1 geifd it Swes &l &1 &<
% forg armf den 5™ o= ft = foban S B R o9 ‘= S acd D a1 Bl GARH g, A 961 I 372
At 9 5 WR 5 9 are dl @ sfaRew sy wilt wal srerar w4l | g 71

IoMoTHOTo B IFTAR—"UH IUHH Bl Had HaISil B AFM U9 @ B i & I 6
IaRe <IN ‘q’ HEdrh 2l

“The cost of services provided to an undertaking and the notional cost of the use of owned assets is termed
as ‘Expenses’.”

2 F1 favre f ara @ 3 d@il @ fawreE @ i 91 PR 9@ fden s g

(1) @& <g9a (Direct Expenses), (2) 3198 <gd (Indirect Expenses) |

(1) W&l & (Direct Expenses)—9<ael g & ol § ¥ 7 3 7, ! {0t v Susrd, ufsban
3rerar fAurT | wfRaa fan S Aaan @, srerdr arot fhar S |adl @11 S—3Afe Th ShaR gIRT 4 FHhH1
I T BT ST o T B T S A M AT B 991 DI 99aT 01 SRR (Approved) B &1
2 500 T B, < IT I IIel FI AR §Q 3 APM Dl AR H Sirs fan SR, w=ife $9 =g 1 3
R o TR 3 HPFI | BIS T T &1 T I B I Il A g

(o) T5eit 3ot ARy & forg wgaa w9, < @ SieRi &1 fawman, & snfe |

(b) it STurEs, Sapt, fawmT sreman wfshar faY & ww 4 5 A gAY 9 TR & 9wy 3 fad
T Y I |

(©) f=ft ®rf fa9y & T § wders (Surveyor),ﬁl?q?ﬂ'\' (Architect) 3mfe @1 f3ar T e |
(@) &t @M (Mine) srer@r oA ofe & wwea | faan 1 Jf9eR b |

(e) f3t SR BRI T FYeh U< Pl AR Yp |

(f) f&d i faeiy & forg feomg=, 9@, fa9w A, IR (Moulds) 3nfe &1 =™ |
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(¢) fH<ft SB a1 w1 F I FA B forg fFA T FHrHA =7 3nfe |

T8 I @ TR | 3o Ho THo To oived NI & TS gk 1 uaR &-

"3 g S {5 AN D1 @ AFM IPIEAl § Wi g oo e snafea fhar on W, s
g B o B 1”

“Such expenses which can be identified with and allocated to cost centres or cost units are termed as

9

‘Direct Expenses’.

Aie- () ga& @ Bl ufhar g (Process Expenses), {el ©fId <4d (Prime cost expenses), oI g
(Chargeable expenses) 3dl Scdlad g (Productive expenses) B M A W S S 2

(i1) EEIn ] (Mines and Quarries), 3¢ 911 ® 'H?.’ﬁ (Brick Kilns), 921 i€ 991 arent fAuiolt sezal 3
P (Coal), 3IRe AT (Internal Transport) ¥t TI&l g 99 WA € |

(2) 3vg& = (Indirect Expenses)—U <4, Wil fb=it v Susdr, faum sreman ufssan & wwafe |
AP FREAM A fbu F g 1)) Susvll, wfharst vd eriva |9 v @ w=fRka 29[ §, swcaa a9
PEd &1 e i &1 faure fh-l Sfe snuR R [ Suserl, ufsharsil va favr o fban s 21

amgo Hlo o To (L.C.M.A.) &€ B ITAR—"4 = R AF D=l RET AR FHIgal W
srafea € fh o1 W, e INWRE b o1 D @ arE BT 9 ARG IPIFA FNT SERa
fan s WS |

“Indirect expenses are those expenses which cannot be allocated but which can be apportioned to or
absorbed by cost centres and cost units.”

(Overheads)
"IuRegy” v ¥ fAfoiaa <aa aftafera 8k &
(1) JIua& Al g (Indirect Material Cost),
(2) U™H M FI (Indirect Wages or Indirect Labour Cost), A1
(3) U™ AY (Indirect Expenses) |
3mgo o THo To, e+ 1 SuReyy o fA=ferfaa afRvrar €t 2 :
" 3r<gel AR ARTd, STl uRsiAc (STUer S i) TRl 3T5edel <0 ® IANT B SURTY Bhed 1!
we § & 'SuRaa’ smcue =@ 9 3ifds s e 2
SUREY T4 IvE &g ¥ IR

A ST 3 SRR TE S S 8, 9Reg 3mgo ¥lo THo To, e Bl IRMINT N TE R W TN
& 71 svcue =1 SuRery &1 T 3 81§ @R[ A 9 Al Teae arall, S M 9 9oad =9 &l fHara
2 A 99 WY IR BEarr g AR IS SuRea d 3 smcae arnhl 9 e M =4 & Hera < @
Y 3T I B T |

SuRem = Iucgel ArTll + ITel 3 + e g
(200%0) = (80%0)+ (70%0) + (50 F0)

I I = SURIY — (el AN + TTTET 5H)
(50%0) = (200%0)— (80%o + 70%0)

1. Overhead : “The aggregate of Indirect material cost, indirect wages (indirect labour cost) and indirect expenses.”
Note : ‘Oncost’ and ‘Burden’ are synonymous terms which are not recommended. —I.C.M.A., London
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e T I SURTY P AT TP ¥ “IAfFFI’ (Oncost) BT FANT Ferdl & | TRIcS Wlo Bes B AJWNR,
‘AT’ 2T BT YA BRAT Teid g 1! 3MMgo o THo To, o 1 Mt 31f&=a™ (Oncost) I BT TANT 7 HA

o wegfa @t 7
SR BT BN (Classification of Overhead)

SufRemd & HIF ¥Fi | 9l oI @ ¢

(1) SRET SYREY (Factory Overhead)—3HD =Td o9 IR & g Afvfera i3 o 2 : (31)
3vcgel AR, (9) 3rTe 5, 3R (M) I AR e BREM I Sl PREM A fhd o §; oh, dRE™
BT T, w1fth (power), ¥&Te (lighting), TN &1 91, PREM B Ya=P TA BIRAT P 9a, N | 39
Works Overhead ¥t @gd g1

(2) PEfed Td yemEfAe S9Red (Office and Administration Overhead)—3SidT & A A € fafea v,
3 UE D 3<X BRI T TIMH W GHfud 9t 2 dffaferd f3a o €; 99, erafer™ wa= o1 fawm,
PR PHAIRAT Bl A, BT DI ABTS dAT NI T, BRI B ATl dAT Ha-b bl GRS,
anfe |

(3) fasra wa faaror SuRa™ (Selling and Distribution Overhead)—T® a%] Bl fAdtor 89 ® 9IS
R 33 R 9t deR B Apa g g fAavv g 39 7 9 wffoa 53 o 21 fAsa 09 @ SeRu
T UPR & : fasha gavus (Sales Manager) <11 faspa sfawaten (Selling Agents) &I gRsifa®, fasmu =9,
fasra W=t =, s Ul (bad debts), 3R | faeRor <Al & SarERwn € ¢ Me™ @@, gy misH
(Delivery Vans) @ g, I |

Y B Hal $I fAgao

(Analysis of Items of Expenses)
HREF SUREy (Factory or Works Overhead)—hIRETHT SuRay § fA=farfaa =l & afafea
o i € -

(1) PREM Ht A a1 w94 &1 fdbrm;

(2) PREM & a9 R T dren ARG av;

(3) PREM B G 9 909 3nfe &1 $F 1 =

(4) =< a1 3H &1 g™ (Depreciation);

(5) PREHI a9 &1 ¥;

(6) PREM & JAoR 9 A AAHIRA F1 I;

(7) Sfa i q@ afufea f oM aren goft &1 «arar (af? 39 9Rea &1 81 9= forn man /);
(8) PREM & IF<X YPHIE g ¥fth R Hd T =3;

(9) PREM B ¥a-, W< d 72 9 TR=a q 3TIR&TUT bl FI (Repairs and maintenance);
(10) BIR IMSIRI BT A;

(11) BIE-AIE a=gu o, ¥a, @tdl, dieed fe;
(12) wMA &1 et 3R ABIE I3;

“Overhead may be defined as the cost of indirect material, indirect labour and such other expenses including serv1ces as cannot
Convemently be charged direct to specific cost units, Alternatlvely overheads are all expenses other than direct expenses.”

s and all expenses over and above prime cost is overhead, as it is frequently termed, ‘Oncost’ an unfortunate misnomer.” “In

this book the term Overhead or Expenses is use instead of Oncost.” —Harold J. Wheldon
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(13) 3rrger AFElt Si¥, ERTE BUN, gel, U, onfe;
(14) YUSR & Y;
(15) arnft A |y g1 (Normal Loss or Wastage of materials);
(16) =T BRI B da- IMfe =g (Ffe A yeael =g =&l 41 T/ §);
(17) BRIEH-BTd &1 ALRY ;
(18) 3rarer gl @1 aa;
(19) 3ifeRrTa &1 9R%IA® (Overtime wages)ﬂﬁ Hcl uRera # wfdafera 9 far = a;
(20) wIfth?l E & ARFA, @I 9 fors &1 23;
(21) PREM B RIFK T SABIF BT AY;
(22) BREM B T HHAIRAT BT Ufew 3;
(23) FANTIHD AT IFHAHTHS T I I T8l =g 7 &;
(24) Sared & e o1 =3;
(25) i@ doamor & forw fhd T =;
(26) HREM & fofdd wrf &1 T4 (Expenses of clerical work) |
o Qil yefAe SuRey (Office and Administration Overhead)—s9® 3r=id &4 A=fefaa
41 o1 Affaferd & € ¢
(1) PRI P TP g FHATRAT BT Ad;
(2) PR Y949 b1 N, 7R, fb=mn g €,
(3) BT ¥ YBIe BT Y;
(4) PRI P B-iER P A99d g fOrs;
(5) ST ¥ q DI A;
(6) \ATE T4 oIE-UR1ev Yeh;
(7) 9H-HATeld Bl da- g qfRsifAe;
(8) HrIfeTd B Hﬁlﬂﬂf\%ﬁ B BT A (Air-conditioning expenses);
(9) PR B LI 9 KIDI B ;
(10) wrEH &d;
(11 fa<ia =g (Financial expenses);
(12) 3rfSpIy =ag (Bank charges);
(13) fafay wrafea =)
At SuRemm (Selling Overhead)—Rm =l @1 Wy fAfifa avgeil @ fassa @ g @ S= R
SuRera Bl Sl 8 1 396 ria R=ferfad <o & aftafera fan wman & -
(1) fasmo= =3;
(2) Iea-gA T T A9 B IY;
(3) fasra wfafafaat &1 e, aa=, nf;
4) faspa-a=ht =;
(5) fasra a fasmos yareDl &1 a9-;
(6) uTEd B f3Tr T B a9 B,
(7) 3M¥M™I kT (Bad Debts);
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(8) 3T FUN &t aFelt & forw I < T 3 Y;

(9) PM W G-I BT AY;

(10) fash & w=afE s =g;

(11) faspa To=it 9 wEeil @ =9;

(12) wTEsi & @R fH T gear a3;

(13) fAfa<1 Joa o1 IgAM T & g 91 S99 fog TRl g fears= anfe a9m & = 3;

(14) Yfdpw armh g 4fen & 9|

faau SuRarg (Distribution Overhead)—sT &I JIR ERﬂSﬁ P UTEDh! TP tlgilﬁ # forw & w9
g S faarur SuRery we1 oian @1 399 oia 1 =g 3 & -

(1) HfH B a1 Bl AoM @ [T (YA T ST Bl B 9 22)

2) 3t & A1 B gc_*lTs‘ Y (Carriage outward);

3) '\jﬂé"ﬂ"ﬂ%‘@l (Delivery vans) @l <3, HIHd, fﬂ?ﬂ'&‘ anfe;

(4) MEM & g; SN, fERT, g9, TR, $HARAT B d94, J1e 1 91491, 3nfe;

(5) Mem ¥ fAfda 9 &6 =1f )

A AR B I
(Components of Total Cost)

FA @ A= 3 &1 FiteRo 99 yeR @ fa s @

(1) ¥e1 @< (Prime cost)—ﬁﬂﬂ Gl a¥g P IdIed H S99 W ol g‘:{ Teger arft (Direct Material),
Ug& ¥ (Direct Labour) <IT IUTqH P A B AFHU ISl drel 31941?[ gRad-reliel yaer ==t &1 AT &
Hel oI (Prime cost) PR Bl TH AHATT (Flat cost), 92IH eI (First cost) 31AdT Y& ARTd (Direct
cost) @ ATH | ST ST 21

el H—Prime cost = Direct Material + Direct Labour + Direct Expenses.

(2) PRYEMI ¢RI (Factory cost)—3afS farett a¥g 3dn JAar $ Hel oI (Prime cost) ¥ BRI
SUReTy AT I 3@l a1 & A0 & ey § PREM 76 & JI s A TR A IUeA B PREHI
NI 519 & SRl 81 BREFT AR @) BRI AR (Works cost) 31d1 fAmiolt e (Manufacturing cost)
it w71 W B

CEloh] ﬁ—Factory cost = Prime cost + Factory overheads.

(3) PR 3RET SEA AR (Office cost or Cost of Production)—3afe Sarfed a?gsﬁ 31eqar |4
P AN | BRI NUal Temrfe SuRTd (Office or Administration overheads) irs &3 SRt S AN
A1 Bl €, S BRI A (Office cost) Bad &1 BRITerd oIRTd Bl Hdifded Faferd M Sedres oFTd (Cost
of Production) € |

T H—Office Cost or Cost of Production = Factory cost + Office or Administration overheads.

(4) A @M (Total cost)—AfX PIS ATAANIF SUHA Bacl I 1@l (a0 9 § o AFME =«
BT AR @ STed AR (Cost of Production) 312raT wRITe™ AT (Office cost)iﬁ I SdIEH Bt @l oI
Bt 1 uxeg afe fAfifa Wi o1 fasea oft faan s &, o Scures arT | faswa wd v SuRer (Selling
and Distribution Overheads) @I STE®HR Bl T =Id P Sl B

el H—Total cost = Cost of Production + Selling and Distribution overheads.
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(5) fas T (Selling Price)—f&= +ft S A @1 ar ¥ v [Af¥aa wfierg v Ssar SHH
fasht gea = fvan e 21 Af fasft aRRf 4§ @ arma 3t e @ afde & @ ag s=aR &1 (Loss)
B B

¥A ®U H—Selling Price = Total cost + Profit or Total cost — Loss.

FE § 9ffe [ ) 9 aren 5

(Items not to be included in Cost Accounts)

feft +ft ScureA srmar Wa1 9t G AN B YR B T Bad S Al B AR § |ffaferd faan
T 2, S SUel WU A SHRAAT S w9 A AN | AR B § 1 58 2 W W 2 E, e SareA
B AN | PIE T TE B B | 3 39 UBR B A Y AR A AfRafora € B o ¥1 349 <4t
F1, D! THA B FUR, Icard 71 TR fFan o wavar g—

(®) faig 9 (Financial Items) Td <m9-g1fa Ao @t =<

(D) IS Td 9T =TS (Dividends and Received Interest) |

(i) 9 fBRmm (Rent Received) |

(#i7) A< g (Cash Discount) |

(iv) SROT9=l TR ol |

(v) "I BHeM (Commission Received) |

i) ‘iﬁﬂ R &S (Interest on Capital) |

(vii) ot it wwfl o faffarn & fasa | 89 arel =1 srem@r @ |
(viii) 3791 EET<IRYT B (Share Transfer Fees) |

(ix) SIMIPHR Tq AP (Income Tax and Estate Duty) |

(x) Z&OT 9} &1 (Interest on Loan) |

(xi) 3IMIDHR Td R (Income Tax and Estate duty) |

(xii) PTEI § TR0 |
(xiii) TSI (Political) 31eraT guael & (Charitable Donations) |
(xiv) IRfRI6 =™, @i, el 9 Forg=l ) <t ¥ ge ot ufefaa afdn|
(xv) §% ¥ S 99 W UTS AT |
(xvi) HHAIRAT B 9 | A I = A9
(xvii) TTPR Td TR BR A1 B Ided BRA & == | BF a1 2 |

(xviii) fAMael Y far T/ e |

(xix) ST W B TR a1 = gt |

(xx) BHETREAT Bt G2 AR BT YA Td 1 =) Aa13i & I8 A1 11 v 3 |

(W) 39 7 (Other Items)—aTTd ardied § fA=ferRad wel &1 W wftafera € fan siran 28—

() @ &b 9a9 b1 fh=mE|

(i) I Bt Yol WR 1 |
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AT D1 B0 T4 AR 3 SR
(Classification of Cost and Cost Concepts)
NI ftenvon ‘ARl @5t 3ot faRieaell & SIgHR wWEeRu A ik’ B 1 @R @1 e = g
A fban s wpan % :
(1) IETgER (According to Elements);
2) m‘iﬂﬂﬂ (According to Functions);
(3) WHMEIIAR YT ATARVMTTAR (According to Nature or Behaviour);
4) ﬁﬂmﬂ (According to Controllability);
(5) WMRITAR (According to Normality);
(6) vl @ 9 = 3t TRIfETgaR |

(1) TAFHIR—ATT PI GFPRUT TATIAR HA& AR 9 ISIA& AN & &9 4 (i) A, (id) 319, 4 (iii)
g ¥ fha S ¥ et siemaH g1 R g B

(2) PRFEIR—ATE B 71 TPR | Thpa fbar S ® -

(i) S<ared ar Al arm,

(i) "eINIR® T,

(i) T30t arma,

(iv) faaRor rFE |

TH IUHH B SuYth P B E, o 3 ueR i A s 71

T 9 o aRYT & A1 |ifw fJevor & S &1 379 |81 &1 @ 4 it stema B o g g1
(i) I ARTA—haist @ S 1 Werl-drell & AN Sl & ARl s 9 Aaiei 3 ErEl | R

Bl ® 921 S & WAfie Hdted R |wHre gl €17 —3mgodlotHoTo
“The cost of sequence of operations which begins with supplying materials, labour and services and ends
with primary packing of the product.” —I.C.M.A.

= il ara @1 sRE are ) e g

(i) TP ART—"T® Suzhd &) ifa-RuRr, Fea-fAdem deon |fbasi @ Aa=or @ a8 are
St f& o Scares, faspl, faavun, srgau™ a1 faera fhan sieran o/ 4 e w9 3 = 76 el § 1

“The cost of formulating the policy, directing the organisation and controlling the operations of an undertaking,
which is not related directly to a production, selling, distribution, research or development activity or function.”
—I.C.M.A.

TIMI® oFTd § BrRfed g yemad @ Wit <@g afafora f&a o €1
(iii) fRER FFT— 7171 U1 H=A T g™ (3T FAUv) Ft HIRIeT B T ST U HRA Bl AR |
—3rgo o THo To

“The cost of seeking to create and stimulate demand (sometimes termed ‘marketing’) and of securing
orders.” —I.C.M.A.
9 A = a1 et SuRer +ft wea € don fash v & W@ =@ 39 mfia 81 81 Sud®
qfRYTeT § 3reg “PIfRNY BT Aefe 21 I AN 91 UST B AT 9EM B AN Tl Bl R 2 dfcd O
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B B ‘P B’ P AN Bl TR 2| 3 Al fAsaE HRA ) q9F T gedt & O o a8 ) =g wmn
SIRAT |

(iv) faavor ArE—"fha1en & SH N G-He B AR S fb Fafted AN B A9 IR 99E |
IR™ BRA ® 3R G Afia-ugad diic’ T @iell Yol i, I Dig 81, I STAN ARG I TR a1 el

N —3go o THo To
“The cost of sequence of operations which begins with making the packed product available for despatch
and ends with making the re-conditioned returned empty package, if any, available for re-use.” —I.C.M.A.

=9 faavur e a1 favu SuRer +ft wad €1 39 Rl @ 9 uEs 9% w1 vgam @ it @3 99,
Yera fawran, gyt misdl & =3, Mem =9, it & IifiRed wed & a9 R @l Sl a1 Yl a
U SR & A 91 & I fAd 8 ¥

(3) T 9 TRV JFAR—ANT B 71 4R A qrer Fren 2

() =Rl AR, (i) IRadTT AR, 9 (i) 1g-RRIRY A1 Irg-uRad=a drT |

(/) IR AR—3E I 98 € S & Seared 3 9 § uRacd= | smifad vl ¥ 1 399 AT &1 v
A & il B | Sl 2 7 b Sares &) 4151 9 SR 989 9 HH 21 A | ISR D Y, PR Yad
P1 fb=ran, HHaREl b1 I+, 3nfS | Fcuet IRTATH | R ARl B ‘3[Ef¥ AR’ (period costs) HET ST
gl

(if) IR ARTI—Tg NI a8 ® Sl {5 Scare= @5t A @ yae w9 9 gRafda gan a=eit 81 Swared
&) A oA STura # Foehl A1 gkl &, S U H I AR AL 9ecil a1 "kl § | ISRl B forg, waa
?:ITHﬁ, T<Iel 3, vIfth, 'ESEF-I anfe | waar 1-Tf%vll'iil'i'cb_vl(Direc:tCosting)13.[E'RZRI"T\I g8 A’ (Direct Cost) HIHT
ST B

(iii) G- R Ig-uRedT ARE—IE <R a8 g ot & 3nifdre wu 9 Rer e 3nifire &y
W gRacg Bt }1 o: I7 A1 &1 fAsr ¥ | 98 ARG S # aRad @9 wR gedt an ged o § Ry
3l I U A T TRHl 7| SRR B oy, A g IGREV A, THA&D1 BT a4, I |

4) FT=AvIgaR—are & 99 §

() =i armE, qen (i) IR arE |

(i) Fa=oilg dar—ag @ 98 2cft @ O oo fvmmee sroeit g-ge1 9 R0 | @ waar 21
qRYET # BET B, “Td NI Wil fb T Sushd & fafire Wew & &rf | gwifaq &1 o 9, fRa=via are
B1” I8 A 9% ¥ o W Rvriia vevue &1 ywer 7 gof Rofa-aifter vean 2, s o= wedan 21 e
AN O b sicaer ArTll, T 31, Ide Y a9 {8 SRS o b seas sm, Wit (Power), s
Pl dcl, NIR, 31 A= AFTEl ® T SR 8 fOFa! PRI WR R J9oR, BIRAF 9 S ARl ar
B FAE=Ior 3§ TEd €, O FH B Ghd B A AR Sifdreraan aRad g fe 9t @k 21 SR, I Inmawad
T 2 f5 A wa-ufe e g1 g o siva: =i @ € o 6 ad-aRad = o |

(ii) Sl AR—a8 R 98 & o f& ta Sushw @ fafie 9w & orf g1 gwifda =1 8 wa |
g AN R AR $1 avE 2kl & o wR i fvmmener @ g Aecquel srie«t o1 e T8 g
21 YURN ArEl @ G 9 A= @1 89 S g9l @ g 4 Wi e §, 9 9 fahdt faifde gew
@ ol | guifad & Bt 21

A=A AN &1 Tab 319 SITERV § ofel & U fam @it arma &1 R famT g siera: ag fasan
SN ® i a8 TR A9 s fam @t ansii a1 o e g1 9 o wifda v 6 arra weie g™
it Wit 7, @ Fgi #wefA fAwrt e Wi At A R R 98 wR wear @ w®@ifd g R{br o afda
far w® a1 = T E
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(5) AMFIAIJAR—I8 A 9 9$R @ 81 © -
(i) | (Normal) R, (i) MR (Abnormal) ST |

(i) A ARTA—3% 99 IRRAR 3 Iwures ot ta @ g5 WR 3l [ g foRe Swres &1 a8 |
ATHT=IAT 9T fobar Siren 2 |

It is the cost at a given level of output in the condition at which that level of output is normally attained.

—I.C.M.A.
AMRI A 98 & Sl fob |rar=a srasen | 8t anfeu |
(i) M SR—J8 98 AR & S & 9= ara | R 8l '
It is a cost which is beyond normal cost. —I.C.M.A.

Ife A AFTE 130 o 8 ifdhd aRdfdsd arTd 150 Fo &, a1 20 To ITHRI AN el 2
(6) Fofa = 7 Rg=u1 #t TRBITIR—s YR W arE &1 FfteRv (74 gaR faa o &:

(i) BM-g€ AR (Shut-down Cost)—3Ife T TATUE Bl eqdIad & forw = Hx 3 Siranr g @ a<
H B 9T Sl ft AN TS B, I8 HH-a AN dear 8, O f wad fawmn, <), g9, SrgRem 2/,
INfe P AP TA0C B I BIA P BRI IMD 8l Ahd g, 9N b B=dl st &1 7 21, sifel 3 gsdrd
afe| Swred o g B9 W H e & wad &1 fahwrn 31 @ s €, §i afd gart gsd R, wire
B E Bl Y&l & 9 SHB AT B Isell 21 37 Wt &) I dH-9< @ &1 @10 @ dv< $RA
TR gfe s1fApl B Aepren 7€ T 2 @ 37 AfAD] B S B Bl a1 RufAe BH-s< ara | mfae B
ST B

(if) 9 R (Sunk Cost)—Sdl <IN a8 & oY aga =& fasan =1 wahen & SiR a7 wioe & got swae
B WM A Bl 81 waEferd (obsolete) T0E & 3ruferf Yo Jed A | 4 wive ot fama ¥, aft a1
&, M B 9IS Sl GoI V€ I ¥, 98 el @R €| A <iiforg, af e 70,000 o B wiIve Bl 391 |9 28,000
Fo Iuferfad JoId Je ¥ 3iR I S WM TR TR AIVE IR SI- &l 98 12,000 To 1 s Aape ¥,
39 g9 ¥ & AFE 16,000 Fo B fordAdt B ST 79 ¥ |

Tl AN, R RIS (historical) @RI gkt & o 71 asf # w3t fsan 2 2 3iR a9 &
W # 9% 39 g @1 SuYth SSTERU # T8 ARM 16,000 Fo ¥ | TN WU I FHT J2rdT 1 B T
H ol 99Y 39 gl ARG Bl €919 H @1 USdl 81 7 WIvel & dAFH &) <90 #, SHY 4fds A 3ol oy
B TfRY S fF 16,000 o Ft goftrd = P GRT B 6D |

(iii)aﬁlﬂ\'?-l'l"ﬁ(OpportunityCost)—\_rlilﬁﬂﬁWﬁﬁmwmWW%%‘Q%&TW
2 A SS9 9 | 39 I B drell M &) faetsifer 21 gsel 21 3ra: 39 fAasifar € =i s &1 @
‘ITER NI’ B & Forae! S T Jbfeqd IUART & T @ USdl | 41 ofory, e 9a- & forad
500 %o fHxTaT 9T Eia 8, 319 TE A1 1 8 P S wa+ H Uh Wve ol Y | ©ive & forw wad 1
IPpfoud SYART BRI THT 500 To B fHA o) 3ma 781 e w1 T' 500 Bo @t 3ma forast @r faan
ST & 8, AR AN &, ot 904 @1ve o H | 89 drel Al 3t T0MT SR W S I U9 | ¥R,
gfe 9 ¥ rl o @@ | | R Adra B faeft =i Ao 4 Rl ol ®, @) @i o e e W,
I 219 dTell TSl &1 AN BT ISl &, T8 AN aAR R 2 1 3391 YbR U Iushd 8 Iuferd |arah,
#1919 319 Gfausii o1 STAN fBA T dpfead oM # fasan SI1e & @ RN BRI A il A 3@ 9 A =
o1, I TN BRAT ST 3R Tg M /R AN 21 31d: aHR AN afad oY g 1T &l i 21 39

1. “Sunk Cost, which is also referred to as irrecoverable cost, is the cost caused by the complete abundonment of a plant as against
a temporary shut-down. The amount of capital invested, less the salvaged amount, is referred to as sunk cost or irrecoverable cost.”
—Yorston R. Keith, Brown, S.R. & Sainsbury, H.L., Costing Procedures, Sydney.
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SR &1 §RIDI | ol el eI, dfed dpfeasd PRI Bt AN Bt Jo HIA H START A B |

(iv) IRAT @RI (Imputed Cost)—I8 T IRSBfeTd AN & ot ST ard ®1 Jodd a1
H fovan N 1 AR} T PR@M WA B @R 9 AT axgeti o @[ d wa $1 fevrn 59 e
Affafera wxan & fb IHa! avgell A A o= fIRR R 9 R SREM! 3 U ATFE A JAIRHD 8l
q&, Al @ &R A | S fbvrn afufer fban wn g, 98 sRifta ar[ © w®ife 38 (e aRefead arm
g ot & ora1 7€ At it T 91 W A Gl R e A AT | At By # @ Bl ' 8k Tw
ft SRIfG aF § A IRIfYT @rd Aol @ § Syl 2kt  qen srawR el @ wHE Bl 7

(v) OiF ¥ §&R B AR (Out-of-Pocket Cost)—IE I oFd & ford®1 aex ardl &1 YA BT
JMATEP 2 | AN ¥ g Affaferd foban S g, 9R=] S99 AR &1 d1eR dTel Bl YT el fban S 8, S0
faudia arel, sm, af} H1 R HIAT TS B | I8 ANK @S A<l & a9 famn-qea & RuiRer §
Jrear ‘g1 A1 @iel’ @ fAofa |4 suanh ek 2

(vi) A= dr| (Replacement Cost)—Ig IIGTR | Hd HID TP ARl a1 wHfy B gfaRemE
P AN 81 AT 9’ ARl B Sifd g8 250 Bo ufd fhomo TR R oft, 314 AR W A B gfaRenfud
(replace) BT & AR 37F IHHBT e 280 To AfA fasan & ot wfoRenus ARG 280 Fo wf faan 7+t SRt |
(vii) =T @RI (Marginal Cost)—“fft Tar & ¢ Scares A1 R a8 o=_1f1 forias gR1 98 o
¥ gRadq g1 g, afe Iures &) 9131 Ua SahTE W 9ol 1 gerll o™, WH= dFd dedl 81 FderR
# g% @ IRac- gR1 A1t il 3 S b g 51 B Ay Bt B 17 —3mgodlotHo To

“The amount at any given volume of output by which aggregate costs are changed if the volume of output
is increased or decreased by one unit. In practice, this is measured by the total variable attributable to one unit.”

—I.C.M.A.
JHT IR Pacl IR o g1 599 ReR oIrra afvferd =€ 2l &, o o -
L] el AR (o) A< & (o)
0 600 RerR _
1 1,000 400
2 1,400 400
3 1,800 400
4 2,200 400

gl W ara ufa $@1E 400 Bo @ S b aRada (Variable) @RTE 21 4 So1sdl @) WA @R
400 x 4= 1600 %o &, T 600 Fo feR AF[ & Wrs A TR @ §a@ @ 2,200%0 Rt Bl §9 TR 8
SHIFA DI Fod AT 8RN =400 Fo x 8 FHISAT = 3,200 Fo TREIHN + 600 To ReR = 3,800 To | T8 AR
ga=t gRT Avfg o 7 fd e g Suarh e-it €1

(viii) WETeH@® @RI (Differential Cost)—a) fddeul @) aIFTdl & =R B ASTHD INTE Bed & | Iare
P ugfadl, Tl g fhaei @ W d qRads @ BRl Rl & gRads @ YeHP @Rl Bl o &1 afe
qRad & BelRawy R dedl & a1 S9 ‘d fgsiid @R’ (incremental cost) dad & | afe Ires & e A
ArTdl § B Bl @ @) <R Bl ERISNA AN’ (decremental cost) BEd B |

I8 AN <l fadedl § 9 ta oifde anme fdded o1 g1 # wee Fal 3| fdded 3% R P B §
SR b ‘T @1 ST, ‘PR AT AT ISRABR HAT, St fMsioii 3§ | |aifdes amgs fson g, @
JrEl A1 AR # | TE B g1, RN T AT AT AT AR @ T gkl § IRy 59 i
AN SIS®R o & IMYR R &) fAofa forn smen 21
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& I & Bl § Safd NSRS ANR S F9I AequUl 8 TIRN § ofd AR 6=a1 3 gRRecd g g 1”

—The Financial Manager

7S § O’ g1 uRemaisd+ (Differential Costing) HET ST 8, 3MI®! § 59 ‘9 fgeha uwRaamer
(Incremental Costing) ®&d gl

(ix) W@ ARFM (Standard Cost)—"HT&® &N U a8 gd-RuiRa arm@ & o & gera fhasi w@
G 3D Jdl R MRA Jad & AFD 9 RuiRa o orht 21 39 faerv-favayo gr1 g4t &
fRufkor wd uReqg @ =01 ¥g Us SMuR & U § y@ fbar o e §1° —3MgovfloyHoTo

“A predetermined cost which is calculated from management’s standards of efficient operation and the
relevant necessary expenditure. It may be used as a basis for price fixing and for cost control through variance
analysis.” —I.C.M.A.

B AR B A A 4 [BA SF a1t B B Ig AN JP 9 Tt o0 9 FgiRa 31 S
¥ 919 BT TS 8 ST ¥ 99 aR<AfdS AR A AME AR B 1 3t S 8 3R S 3R 911 S
2, SUP! favayur R AN W = f S ¥ 1 9ME R g @ 9y, a8 e B o € fedion
R R S g SR ISP € fepvn ST Iwpd ot fbAisll Bt Fereran a1 T aS Al IR R
BT 21

x) mﬂ'ﬁlﬁ?ﬂ?ﬁ(RelevantCost)—ﬁUﬁﬁﬁEﬁmﬁSHWWwﬁ%%wﬁw
vt & forg ariffie €11 Wit @ TR & 2Rt €, daa 9 € AR e ok @ ey g © eI
Ao wR ga @ €, IRife AR wEard €1 Aofa a9 | smiafie Al w s w9 R s 21
@j\'ﬁﬂﬂ'ﬂﬁ (sunkcosts)smmﬁ'cﬁ?*l'l"'lﬁﬁ.l

19 ya=d fAofg o1 & fore fafi= fAeeal ar fa=ar wvar 8, 99 aafie arel 9= sa= e s 21

SIS AR <21 31afY (Product Costs and Period Costs)

fAfffa aegell @t A P ST ARG B I E | TS IRF I AN g SREM IuRy AfAferd
B 1 A aRggell ot arRd & WP &1 g TRI § I PR  deeHR (Blocker & Weltmer) 3 feran
& f “3<T@ (Inventory) Hedi # AHAfRIT ATl B ‘SIS AR’ FEl Sl 81 o9 ¥Eidh 91 Siel 8, 99 S
ARGl B Wb W A 9 T Al B AN 9’ Bl SAT<Rd B a1 S g1 3 Qg g faavor =i
1 IS ARMI 4 ¥ &t faban i €1 9ga 9 fagmi o1 7a @ & S arnd dad sRaEr aRed
(FactoryCost)Wﬁ?ﬂﬁﬁ??ﬁmGﬂﬁWammﬂﬁiﬁlﬁﬁﬁﬂ}?ﬂ'ﬁl ‘R'_gjijﬁ?ﬂmﬂﬂ?l
g YRIRIA @) AN IS &5 H MMaIP HY A Pl SRl 7, 31 S9H1 9 A1 dP IAIE NGl § Aafdferd
FA1 AT AF1 T &, 3 I8 fAaerug g1

A AP A AR & ot wvae e | Rl 21 ® 9o o U S1afdt & Wahel i W | Hern
ST 7, O fagt g faarun 6t arrd qen fakita aofa &6t arwd | o fagT srifera 9 see = b S
B N el |1 €, d S9! A N 919 2 |

WA uRemarad= (Marginal Costing) @ =TT SIE dFTAl § Scared W=t @t uRad-a e
wftafera & SRl € a2 RIRY dRmEl Pl 3afd drTd Bl S 2
379 RK (Other Costs)

3mgoflotHoTo Ft UIRHWING TraTaeht H ‘aReuy & TiidERor & ia A=ferfaa srg-ug (terms)
wftafera f&a W & :
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(1) IFE™F RN (Research Cost)—TdI1 @ Sd SWIET B WioH, AREH $1 A1 TSRN $,
A1 TAH A1 I IFIAAl Bl AT FIA B AR TR AR |

(2) fa®Td AR (Development Cost)—3TJHITH & U¥AI o4 Y&+ T A1 I=Td SIS I 32qal
T4 71 S UG 3= &1 FAvfa & o 2, @ 99 ufhan 9 ara W fAofa @ srffad w9 e
&l T I ST B INIAMRD IS DR Al I UG ERT IR B Bl YOI B W AH &,
faera A FEemd 3

TR vE] ¥ AP A IGEH’ 9 ‘aRAfdd IUE’ B N B FSt ¥l SHB R ITHRE ERT
ford vty o1 sriifa B | g § 9 IRAfAE ScTeT FRA B YA B TR FHIS Bl B aRaad
SeIEA BRA W Gd WaH, ©lroe, HINAR), AIol-wool, 3Nfe 3 raeadhdl Bl €, 98 b o @ i il
2 9T SIS IR HRA B 1€ Ol AN USol 8, 98 SIS R bl

A3) ‘ﬁ-w AR (Pre-production Cost)—3d8 AN fd®R NG &1 Ud 91 8 o & igaiRe
Idred | ‘-'Ef TAeTHd SUTEH (experimental production) B H g Ft Wikt 81 Hf-Wt 39 arma d
It A gd ot aft fobansii @6t @l a1 (g 9 e wfta) aftafora R forn wiren 31 =@ @6t afA
A% BN R 39 Wfa =g & wU A N | uig anf § =1t B s 7

(4) AR AR (Conversion Cost)—3Ycdel ARl @) <R & AR 37 Sdre dNTd Bl HU=<RUl
AN hed &1 31d: I8 T S 9t Ucaer 3/M, uhel 99 9 SuRerdl ol Siis g Sl el areht & fAfdfa
RN T M H AT IR P Th ®R A T VR TP AFBN BT HURRY A H T B IRl g1 SRR
» forg, Il ot & i & fAaeeR avas IR 9T, df 99 991 | 9ie] 9 ST Bl BISHR Sl dRTd
IS 98 HUTRYl AR 2R Ife U1 A § R @61 T | & 2 2, A S & A AR 39 HUT=IiRul
AR ¥ aftafera @ SIRRR |

(5) M AR (Policy Cost)—SUshH @t IfQ & HelRaey, AR Al @ AfARS 3 TR i
AN Bl A @R Fed 2

(6) FEI-Gfaem @R (Idle Facility Cost)—<Irft I¥afxy sieran Iuered Aarsii a5t ARl SRS Bt
AN -Gl dAna wEere & |
AR 3[heTu]
(Cost Audit)
3ref 'Qa gy (Meaning and Definition)

T3 B A1 S1eran HaRl E[ HRA B PRI A Fer AP AR AT ERT S G a1 PR
@ W A YW A AN <l BT AN Arerisi W A S¥d §U S gEdl B wfid eYE E |AR
JTHEUT (Cost Audit) HEATT &1 AN @l PI D&V G ATGANAD T DY IfarIa a9 gl g1 A
oIl & T AN, AN S, Tfdae g AR sfafdi 1 afFiferd fasan S 31 31@: |RTa e
H1 31 9 Al B YEA D A | 9T T\ B

3mgo Hlo THo Yo e A AN 3idervl 3 FA=foraa alRvmw €t §—"<Ir ol 9t ggan &1 ww=
Tq AR oIGTe Aol 3 Siep SRRV TR Tah [Ra=01 s1eran TR 81 &RT sfeberur 8 817 (“Cost audit

is the verification of cost accounts and a check on the adherence to the cost accounting plan™).

AR HEV B PRl

(Functions of Cost Audit)
(i) I 37b&IvT | ¥ 91 BT WU & Sl ¥ fb N o) Jar §R1 9gad AN oididh UG
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% IIJAR F91¢ Y § U9 I T B Q] 781 b AN R0 ga ana {1 & SR well gaR aw =
8 D |
(i) 399 T8 Sirg A Wi B 6 RuiRa o aemn seifq s <@ @t RuiRa 2Re afsar (G
Wl &1 eI, SURAT 1 IFUT Td Afdera= o1fe) AR @ &1 T § 3fera & |
(i) 399 AFTE 9@l 3 Jar) § 8 drell TAfadl U9 HUSl Bl Il o STl & 3R S8 RNl ST bl
2
NI 3DV B IZ¥I (Objects of Cost Audit)
=R Mt Rafolt srerar A1 FR 3§ Her AT ERRA FRT AN S[HET & AlEgH A WRAT D T+
Td FHerdd Hared A e Aol Stwa 8k B
(1) AFa @ gl | Jfedl I @ion g SHdl AP |
(2) AN o q&ID1 4 fHA - Huei (Frauds) P @I Td IT61 AT |
(3) TE A Al & AN AW e 3 9 Rl @ 9wy Y@ T E sierar T8 |
(4) A ol ¥ H TS afddl 3 R e 3t Sifg BRA1 g SHa Jead Pl et s
(5) NI AT 3BT (Costpluscontract)iﬁ?{?ﬂﬁwaﬂlﬁiﬁg@ﬁﬂﬁﬂﬁ]ﬂﬁﬂ?ﬂ:ﬂl
(6) vy g1 fAuifRa Al & SR @t Sifa B3 va Ffedt e sl & 9 1 o Rafd 4§
S [ & forg g <)
(7) arER, 5M fe & ARy | Wit A7&1 B Y B Sifa HIAT 71 SURAT B TS, MEed @
TN | FHERE @l B gafed g w=A1 |

(8) <IN & 3faa fRuiRel, 39 R Rg=v1 va aveRal 9o @ forw o ®rf fafd smarRh 1€ & SJah!
Sita A1 du1 9fdw & fog gema <

AR 3Dl &1 a7
(Scope of Cost Audit)

AR SHEUT B =TI 1 Y AR T w9 A A §—

(i) sifera Ber (Propriety audit)

(i) gETeAaT 37aberul (Efficiency audit)

(1) ST 3icberor (Propriety Audit)—Jg U1 et g forTeT v Yawd] & S BRI el AroTIsi
A g 591 99T wHel @ fa vd 99 UR gsdl 21 AN I(PeTh bl Ig @1 2l § fb I &1 BIE 5

9 Bad Sfd w9 A AR & TN FHIUDT 1 TR 7, 31 Siifad & smuR W a@w ot § st e |
3 S A & wry ¥ fides 3 i 3

(i) TIoTHEag g |aiad gRemd € uig € fEr =&l ?
(i) fafRA & SR Ta et 39 YR @ 9 3repEr T8 o™ b wataq aRem fAdet ?
(i) w1 fAfdse fRenei & faffam | oy s dfousd AT A dgaR fbar S Adar o1 serEr
TEN?
(2) eIeTaT D& (Efficiency Audit)—J€ THT 3idbervr ¥ Wl fAvares qeiie § wwafa g § aifds
9 B [T A B FFAR 3N ¢ g FeiRa fasan o wab, aifag g% <ft I on 9 & wra aRom
AHITER B 3@l 1| et &1 F1 Ao (faxffa v 30 srfeiss gore) @t ifa | 9R™ gl § a@en
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Foic fAwred v aRafde e d o a0 faerei @ ROl Bl 971 $ TP o SR ol g1 37d: G
el | = & ghRaa fa s &
(i) Yoft den 3= &t ¥ RAFARE y_e $ud | wataw o gan g, qen
(i) =R & fafe=1 &= 9 faffar 59 seR @ agfora f&a = ? & Sa9 wafaw aRem e |
31<: TINT 3TheTd 37U 3T H TP GREiET e faxiia deeaR &1 ™ av = &= g1 a8 fafa=

faurmeaeli @ wrl @ gRumdl & I9<ag9 gR1 ¥ & Al 9o faxia AsEmei & T ¥ 99eq &
& HRIGN Fa-ud b1 3 Fvfa o § g @ $wa 2

(Cost Audit and Management Audit)

T B | ARG Feer wed & qedied | 81 ¥8 vaY @ @il wegsl @1 fawd @
e ge €1 s gRRea b s & & e vora, Srifafdi va @ den dor iR
IRET BT T =RO1 7 Bl YA T oy Rigidl @ R 2, ifg aedi qen wa [l o1 w8l w9
A 7g a1 9 S § 1 I Wi wu A gkl e e a Swresl @ Ul | SRR B I8 TaEd

&R1 AR ¥ forg o arel fafy=1 Fae o/ s/ ae, worgdl, arehl, SuRera a1 ol AeF &l ST s w6
A A 21 SIEH Bl HE B ©9 § 1 Aved dedl a1 I @ w9 § 9191 St g

Hw] IBE] DY AHFITAT ‘URATT BETT (operational audit) STAT T HHST S 81 URaTer 3icberor
F1 31 Td &7 hsvd WwIgAaad Adifhadd sRecye, FA 1 gR1 A9 skl 9 uRarfia fsan = &-

T B FA1 G Bhl g1 gREATe IDeTl $1 G4 S2¥d qa B Wit Wi 1 e ey, geie,
1R en gifara el & wwafa fwforil TRga ¥ & ITRERAEI & FHId) gre | S Wer
YT Rl B |

ARTE # Yo7 S(Dheiv] 39 a1 | WHafd 2 & Jav & SRide Geeade darerd 8 W@ § 3@
481 3ra: T rTa sideur f afafera @) wiran 2

AR D&Y Dl BRITfad B dlel AFABRY

(Implementing Authorities of Cost Audit)

ARG Jmeror 1 9 A =l ft I 6t avamaiel ® HRUI HRIAT S AT -

1. PR (Government)—ARBIR NTd perv A= 9 A =it 'fﬁ@?ﬁ%g PRI Ahell -

(i) BB T ABR & IfHa qea [t $71 & forg Sarevome] v qe IR-%-4 urgsl], U], P,
Ugiferaw Scared, it 3nfe |l &1 @ Jou RuiRa w1 & forg eRE Fwitem & ar[ < sifder
FB A FREF & aRafae arE @l B e wd E

(i) B AN DI A&V 1 B forg|

(iii) fAoN el & UNT IR SiTS 3T Ugfa & IRid 3me¥ 24 & forg|

(iv) STafh T8 T<E B D BRI & fb Tou AMAS o1 FAM D BRI 9 W & AT SATE- HISYf
I G Fa+ & PIRVT TS V& 2|

HH AR D URT 209 H <R D= PR DI B T P IeN Bl S H AN o & B
ST 1 &1 ISR 1 I8 M 391 31w ¥ faar 4 aftha 2
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TRBR B AT B =TI BT TAT R IHbeTol ‘JUP NI Do’ Dl & |

2. mﬂﬂ'ﬂlﬁﬂﬂﬂl(LabourTribunals)—Eg'EGﬁﬁ'ﬂ@?ﬁ@'\ﬁﬂﬁﬁﬂ%&ﬁiﬁqﬂqﬂ, A9, Tl | 9T
e Y A7 BT T P P I AR He01 P Y TS S ARMIDHRor ff e AR HR Fhall
gl

3. YIRS WY (Trade Associations)—3afe Tk & SN P} fAfi= sH=A THwy AN d@idd Tgfd
BT AT PR I €, O AIRS Y, A IRl g1 fAPR I B IR, A AT D AN Iheol
P AT S APhdl & dIfP I S 8l Fb b e wfafdkii S gbR A 9SS X&) 2 3124an g1 |

4. 9§ (Management)—cIFTd 37Tl MTIRP AA=I01 &1 T 91T B | 9a+4 M I @l & 3rdeqor
P ARY < Febell & dIfb TE Tl o1 G b ITD G9P fAvaa=ia € 3rerar 7€l d2n1 S gaie faxor g
T aife st Avka fore s @ |
AR P&l Td g e 3 =R
(Difference between Cost Audit and Financial Audit)

eIl ARTG et 9 i srberor & RIgT=il @ Pl 3 HIg 3R Tl IR Sl 2, IR] dRW g4 farii
3Hevl P Il 9 PRI | A= 81 @ dRUI 34 <A1 4 A=forfdd 3R TR 9 28—

(1) fa<ia sreror faiia o <= arent Rensil § faban Siran 7, Stafds aInTa sideror S+ wxensii | fhar
S 8, STe] @R o) Y@ o § 1

) fata siPpemr s 9o HfAa e 8, Safd R 3iPer 1 drRigs dREH el 21

(3) faia 3idervr 3 Uga N oiEl dd Tl B § SR AN Sidervl A AR @il 3 favd @ i
g A9 9 & g g 21

@) fa<ia siaveror 3 g ywIfora fasan wiren ® o faxila < wwen @) facfta Rafa &1 @& a Sfea wa
TR Y §| AP AN, DHE0 ARK @@l Bl Gl Td AN ol Arer1 & AFARY DY Sira
q e B B

(5) PN A & =i fakiia siabervr ARt §, faveg @Ta sidberor dadt Sl dafal & for
Jfard & S Fior Ta @ SgaRen § G § IRAl o $s WeR $ ARAGAR S
fAfRTm 9t gRT 209 () B =TT AR Wi I TS & 3R 4RI 233 (d) B T IDE0T BRI
gedl 21 39 HHfAAl & forg o Irperur fRart 7t 21

(6) fa<ia siperor &1 Sewa fa<ha ol ﬂ%\‘rﬁﬁwmjﬁﬁ q B (Errors and Frauds) T 9l
ST A S b1 Bl & | Safcs AN SThelv] BT Se¥d AN ol Bl BRIGIE Td STl &+
& 3 (Justification)?ﬁ ST BRT BIel B

(7) Tt sraeror Ar=Ia: i@ SafY &Rild 81 WM @ qeEn fhal S § SR s9@1 dri fdega
GIREHTEH (Postmortem) Bt TRE BT & | U] AN 3(Herv] A= gien gan 2

(8) faha srdberor Fit Ruid srerenfRal @ €Y wirdt 8, Safd ar siderd st Ruld ww=t & gawedi
srerar g5 IRRUfE # TRER 1 G B ¥

9) faxiia siberor &1 o S IierenRal 9 fafaeel © f2al a5t ven =1 B, Safd AR 3iwern HI
T S Fad B fadl ot ke B A 7



fawg waw 45

AR 3HEUT B HBR (Types of Cost Audit)

AN 3idervr & fafi= yer fAmfelad g—

(1) 3M~IR® AR 3iB&OT (Internal cost audit)—= fRafof F=enai ﬁﬁlﬁﬁﬂéﬂﬂﬂma@(ﬂﬁ?ﬁ
BT & U9 S WiR @ YEAT DI IS P} ANA 2, AM<IRD AR FDHEI0T AaeAF Bl 21 MNP AR
SHETUT Y-Hh] ERT U TBeTvl fARTsi R BT Sl B, Sl M=<AIRP NI DHE0 & AT A Y-l
Pl I fAvfal ¥ HEREl @ 96 | AMIIG: <IRE PBE0l HAT B & BHARAT (e fa9st) grT fba
T g1 I8 MRS fDeT0] Fele] IMM<IRD Dervn W T Ahell 7, Tl AN <@pH & ATF-1 a9 R el
& ¥ U9 SHEI e o4 I8 Bl § b v ol 9t Ffedl wa srgfedl o m qR @ o g, 3 R
AT < 37YUl <T&l Y& UK & TN HHarRal Bl S$HM B BT DI HIbT U el il 81 T IR Afds
ATIRS ART HeT0T B MY ST DT ®, Tg U [Af¥ad afd & are Han o & 399 39 3afd
P AN il DI Sird B STt 2

(2) s NG IiHeo (Statutory cost audit)—aen e R IPETUT | I I 3(heo | g il
Bt fau™ & graumEi $1 9T $RA oY PR AT 7 | H¥EA AT 1956 @t 91R1 209 (1) (D) & =TT
PN APR FO SN A PRIE, 1 B oIt AFK o 3@ AR R [bell & e e o a=
233 (B) ® I ST STbeTvT Aar] B Fehell 81 I H 32 RN § BRI HU1 &I I8 Junad
NI 3TDHET0 HRAT B} g1 $9 PR B IHDBeIl R AXBR AR Td G § ax= [uiRa o= =msn

gl

(3) fafre AR 3iBerur (Specific Cost Audit)—faf¥re TR 3iHeror B | ITT YeThRI JR—ITE®,
UIR® | (Trade Association), GRBR AT JeNd fEegat (smad, <fA®w) nfe g1 f<h a9 Sewa @t
gfd 2g # oIt 21 fafne amra sieror @ Seed fafd= veeRl & sIguR = 96K 81 dad 8-

(/) ATED! B 3R A (On behalf of Customers)—B¥H-bt Ued T ATTAAS F=AT B qwgqsrmﬁ
[HSI A YR TR I BT I IAD! arifdess @ # U [Af¥aa ufrer o Shsax a3 f&an
ST ¥ | 37 I Bl AR AT B Fehdl B SR B foIg Uredhl N1 AN 3aberor @t AT @t
ST Ahedl B

(ii) a9IR® Y & AR ¥ (On behalf of Trade Association)—Td ST ATIR B dTel ATTAAAT
g1 |" &1 Ao B foran S 8, aifd S99 98 8 arell sFavas aaie afavdg! 1 aara
o o W | U 99 ER1 9 TEIRIe SRR §RT 9 & a9 [hd WM arel e fasma
Hea @1 fAftaa &= fQan o 21 o - fasedt wven g1 Sauifea avgetl @ arafas @r@
S BRM B foIT va SHE A1 B THIfOrd R @ folT SIRI STheror &) /i &) ST Abell B |

(iii) f&ogeIet B 3R A/ (On behalf of Tribunals)—=aTfA® FTAHCN gRT 3R RAfv= 5™ fAarel, aa=
g 999 = AHRsl Ud bl b1 oy | 3791 3nfe AHRAsh & vy § fAvfy 291 =edn 21
I 39S forg foegaa o1a it savas w99 TR A [T BT AR STHEUT BRI Ahal
gl

(iv) PR B 3R A (On behalf of the Government)—ARBR B! AT, 1956 B &RT 233 (B)
@ I TAT AFTI-ART 3BT (Cost-Plus Contract) P Rfd # v UEd & T | o AN 3rderor
PRI Fhall g, 39D AfaRF A 1 ST A M IReR BRI FM B AN i@l BT IHEToT BT
Abdl B—

(a) IFFRAT @14 BT AP+ B forg fdt avg o S o =@ PR 3@ g FuiRa $A =g
(b) B0 STUTE A=A DI WREVT 7@ fakiiy Werad yaF & & forg Sies @ RufRa w9 2q)



46 AN AP

Sl AT 1956 T NI 3ihetur
(Companies Act 1956 and Cost Audit)

Fel A () 1956 @ IgER §o faftre aRRufAEl | arm sideor o azen @1 fFar
TEIRIT TR B | S aRAT BT qui< HF- fAfFas @Y oRT 233 (B) @ 3rid faban & o f =1 v
s_

Pl WWPR & faaR | ¥RT 209 (1)(D) #§ aftfd w=afa™i, it S@red (Production) BRI-Afsha
(Processing), At (Manufacturing)ﬂT@HEﬁEﬁ (Mining),(ﬂ'fﬁ P § oFll B, D AFTI-oIdl BT 3iheror
IS B, Al TP IR & gRT D=1 O¥PR RS9 S bl B fb A w73l & ana-a@i &1 Tdem
e ¥ afoid fafd & SIgAR SR SR | 3@ TP B WRPR A 32TPR & SeRl & folg A kg =g
fard o= kA g1 e B FYRe den dram & ey ¥ Feafafa smaas s st 3 am
233 (B)(1) @11 233 (B)(2) § fhd A §—

AN 3Bers B ﬁgﬁﬁ (Appointment of Cost Auditor)—fT & B Bs PR FRI URT 209
(1)(D) & =TT N W @A TAT URT 233 (B) D I SBT BV BIM & MY A T 7, S B
WHR Dt g4 Igafa A & arg aafts 1 A sidervr $39 3 o g o usa1 g1 arE sihed
& Fgfh e AvSH ERT 9 A9 H Ush I qIRkd B dal ekl 81 Fgfs & w9 siaers &
I IS 3T BRE TS IR Thrs—e~<d &1 ‘Aficfhae 3ifte dfded sawa 21 wnfdd | Faras Avsd
&R AR e Bl Fgfth &1 sRama qiikd 8M & 994 o3 §R1 &8 IR A 399 g o1 qaigarea
T ¥ vy FuiRa area |@@@m 23-C 4, FuiRa go @ daree qvsa g1 aika [gie s & ofd &
1Y, 3MdE BT TSl 2
ARGaN? (Qualifications of Cost Auditor)—®¥a= AfATT &t &RT 233-B(1) § NI 3idberd &1 M
@1 qui a1 T B 1 AW & IJUR AN Al &1 3idberd I Afad g Sl ‘PIRE Ud IR THISe<
AT 1956’ & 3Mf B =T AN Aberd 81 AP ¥ Iz & fb FISYe i Bie grs gad
THISTCH Bl BIS HRIGR AW AR oIl P ABEI0] R Fhal &1 39 AR afe gafa 7 § are
IBAF IUAY el g Al PR ol H G I, RgiRa Argant = are ads tae< &l Wt ar
SHeETUT HIA PI (A9 S Fhell B
NI 3HeTd Pt SRFAAT (Disqualifications of Cost Auditor)—fATifdrd @afthal &1 a1 2339, (531),
aRT 2339 (59) T2 91 233 9 (59) § aftTa SIdisi & BRI AN DHerd el a1 Sl Ahdl—
1. &1 ®1$ W Afth A1 37beres Tl a9 Fhdl ol °RT 266 B =<1 (gt a1 gAgs an & ara
q =

2. I ¥ T AR SN YR 224 B FRT ¥ BT Derd g 81 ga 8 Iq I\ Fwt § ara
Imerd B w9 ¥ g™ e fhan s A

3. afe HIs aFa e [gfs & gvar ST 81 o & A1 99 S fAfY & aa <@l a1 siaern
I8 Bl BT |

AN 3iPed P TR (Remuneration of the Cost Auditor)—ATHINIA: AR IpeP Pl ﬁgﬁﬁ

HATAd AUSa (Board of Directors) &RT @1 Ikt 7, 3 I A1 ¥ el I [Fgfs @t ot g, S
wReifae i Fgfs & wwa & RAfea w= ks 21

AR 3iBeror RAiE (Cost Audit Report)—aTTd (a0l BR- ® SURT NI ABeD DY RTd Deqol
(Rard) frm, 1968 (St fas a1 # wenfda gy €) & Iraem=i &1 e[ $3d g iden R TR &3+ gkil
g | AR sberd Bl FEgaR ta RuiRa greg 3 o Rui $ f 91 & 999@ 9gd $e1 el ©
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ﬁmmwﬁwﬁamwww(AnnualGeneralMeeting)?ﬁ ﬁ%ﬁﬁ?{ﬁﬁ'{ﬁlﬁ60ﬁﬂ$
MR w=ga B =i | AfE B <t A€ g1 ROl & 7 | i TEIdpRol |1 S § A ded
fRgiRa safd & o wdiewo am | aft sders SuY™ TaUi & IR | Pig Jfe Har @ @ SE W
500 %o b 3refevs W fobar o Adar 21
AN 3&d B IMAPBR (Rights of Cost Auditor)—dHa=t fAFTH Pt 9RT 227(1) B =<Fid Tb B
3perd B foraq AR yeM fFA o €, 3 Wit PR v ara sidervr o1 f ara g €, Sk—
(i) FN B @i, a2l 91 HE@gel gadil B @R Fi AMNPR|
(i) 3rberor Bl & [AfdeT Twarea & forg fa=t +ft Ifwrt | STavas AR sar WEIHRU T HRA
BT IMfABR |
(i) IrHeror BRI A ARG Pl & e & forg smawas awgd @ AaR T HIA P ANPR |
(iv) Il U AN Fdberd W[l I A< g S Sie-Isard & 9I€ {B HAA1 961 g, 9 a8 9
JAP AfAPR B NI 3H AL | HINEH BRA B RTE FATeId HUSH | B Fhdl g1 Al
AT HAUSH B gRT SHD IINIE Bl IRAIPR B 341 S 7, a1 SA 59 924 B 319+ Rard &
Hepe B Bl APR 2|

Wﬁdﬁ%*ﬂﬁiﬂl(Duties of CostAuditor)—WﬁW‘ﬁ&ﬁﬁWﬁﬂPﬁﬁ%iﬁiﬁiﬁﬁiﬁﬁ
A o W TE BE T E, Ry R N tF ar siderd & wr RigTal @ 31wy a8l B B g o &
Ueh BF-Il DD B BId &1 AT ©U § TP NI fberd $ Arferfaa aiea gid §—
(D) Hﬁﬁﬁwmmﬁiﬁﬁm(NegligenceofDuty)EﬁﬁN?F‘q:ﬂiﬁFlﬁﬁ'\'mlﬂiﬁm
2
(i) afe F N B AN fbereh B Ruid IR fAgary B b BRT T T YBRI B DI B SSH Tl
2, A NI 3iPerd B SNSRI SEMT Sl [hell & |
(iii) NI 3fberds EIRT IR 3iwervl R & T § B WRBR gRT AR TR FALIHI0 HT SR A
P TR ArTa 3iderd B Bl 21
(iv) IDHeV] B $ AL S gY 91 DI TSR] [ I@ A1 |
(v) 3berol B Pl B B forw SHd gR1 it ff 995 T fhd TR € a1 9 R E, S99 9f) yu=

DI AT IR TG ALY Afb AaTIh1 IS+ TR D! W1ed (Evidence) S U H WA fban o
qD |

qRaqY P&V B ™
(Advantages of Cost Audit)

uRegy e & A=fefad oy -
1. YE=IDI B

@) I &1 91 BN A FHARAT B Tl TR B, €9 BT GHUART Tohal § 91 ARiFar SR Bt
2

(31) TaFepl B MTavaTE AT B ¥ fb W aRery ufides @ fafi= vall B Rga R R E, I &,
wfdsy a5t drorn a A RafRor # et @ T &1 rvaras yeeus @ forg ifd Jogam fig
BT ¥

() WIS g STEadH ERT fAMTI &t SThHUa @ I P S BRI A Fa=Ih] DI TRMHDHII
Pl A AT ARl § 9 AHBIRAT 9e™ B &Far ure B ¥
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@ Ry s B 9 e R FHa=io1 o3a 3 aRed sider S8 Weds 2l 8, a8 a8 9+=id
faferl 31 ST F1 YoMa TRA BT B
2. faffaerat (Investors) B AN

@) 3merur BF R AfABIRAT W fAwar 8 e ® & o Rafa-favor 9 9 @ mn &, 98 Sie
21 9 SId B Ghd & fb s 4 i fafFa e onvve @ a1 =8|

@) §% a A R FRE B 99 SUR S T B & o fb aREy srderor w7
3. SYHIBISH B ™
(@) 3TehertT ERT ATHHI P AGUART BF | SR Bl fh¥H I=1d FBR 6 81 KAl & TA IS AN
®9 81 W gedi d fRmae ot 7

(3M) TRPR &R IEI3H B ‘ST &' (fair price) FERO HIA A ST P A &A1 8 TAT I 37O
STH-wR S 9ol dad & |

4. UXPR B A

@) g Bl efegaren g Aors & fAuior § uRagy & W siws 9 SwIEH 3 AT B AL AHS
WERE B § ol P sidem gR1 fAvaw-ig 99 o €

@) uRema ifAfRks-amv (cost-plus) @i F e AT IR R WRAR f3a < &, SRR 31 favas
AT 8 1T @ b S¥R SH 3@ 31 St gou & R 7

(3) SENF P HREO Y B 9 el 21 P e # sifbd o A e yeH Ba B

@ sfel & forg <g=am da+ fRylRer |, S99 ATl 921 AR & 3 AT & AUeR § WRaR 3l
e aEl | HErar e § 1

Q) 2T B SUEH TSP MY AT do b T H ABIAT oI TSIl U P ¢ |

qRary e @t afdfY v faf
(Technique and Procedure of Cost Audit)

IDBEUT P GRT A1 YoM B forg a7 smawas g fo5 a8 qui wu 9§ faen o, SeRu= 9 7€ a1 e
AR e @1 STHEvT RT HRA A Yd a9 H JArRd Rt uRerg quiredt &1 remad A1 A1y |
IREATH B =TI A fbd T 93, w97, ufided, faavo-o=, gfedi & iR axare 3 @l 1= @i
YT DY el T PR @ Ay g Al At fb <R et o1 SRl gere w9 | Fedl © Al
T gg W ST iR b ST®ervr BRI B YaHdl B T J ST AT & 3iherd BT &5 1 § I I

1 PR ¥ THR BT & ? JATAR P PR TS 81 W -3 AfP G4 9 81 € 3R S 9 H TP
JErRH $1 F1 g =Re e &1 Sri gHafed g1 anfy |

IUYTh T BT AIAT B P LA Hbera 1 I3 FuiRa wvan g1 aReaa sideron &1 sriHd
fieqma o & & o & faxiig o@i & sl & forg a9 oI 31 9Regy sidbeor & 3=t JHIoH
(Vouching),ﬁﬁ&TUT (checking),?:lﬁ 3P (ticking),(ﬂ'lﬁ q 3perv gl fRupolt x@m &1 wrf faxiia et
@ WIE & B

uRega permr ot 9fafd g fafd =1 gar 9 @+ =nf2v :

(1) 9% STl 9 Al &1 FHI0F 891 AR, AT TAF oi=-a-1 BT FHIUT (voucher) BIFT AMRT
fora 99 Wie &) Aeadn yHIfora 81 9 |
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(2)?1'3ﬂTrUT=|13ﬁ (Calculations),‘)l‘dﬁﬂ'&? (Postings),(ﬂTﬁ P G BN 1T | 39 forw ot gt 3idp=
3 forg IR WK &, o wifee | aft & s 81 iR 99T B9 8 A W T W o Bl o B
< TfR |

3) =il @ (SuspenseAéc)Eﬁqﬁﬂﬂﬁliﬁmﬁm?ﬁﬂT%Ql I PR FHRSH o 9
gfdal &1 1eadH HRAT AR

(4) go1e fHA TR FI | IRAfdP AT BT A BT AP 2| P <RI D BRI B fagaiyor
9gd B Bl e adl &
(5) wfafd & sr=ria A ardd -

(i) iy aieqon, (i) Wi O, (iii) gRe®ROT (Confirmation), (iv) J& SaA1 @t 114, (v) HAGAR 19
DAl (Scanning), AT (vi) @B (Enquiry) |

(6) 3iMerd B AT Al g § W W ardl ot Rt v Wiy et a7 smavas w@wI |
R 3[BET BRIHH
(Cost Audit Programmes)

STRTeYE Ah BT TUS g THISUSUEH 3% SOSAT A ‘AN SHervl, sHa! Fgar’ (Cost audit, its
significance),WWWHﬂf?ﬁﬁ%l wgﬁ%mwsnwﬁaama@wmwzﬁﬁﬁw
a3 # fPr oM ara sraf 3 A T G o @ E-

1. &h+¥ (Inventory)

AN 3iderd A= B Sira em—

(i) T Wp=tl B IABR IAGA HRIBA DI o1 4 AfYH 7 1@ qafa g ?

(ii) T TP~ G BT W AP fAaead g ?

(ifi) o \ATH M INMHR FARaa gran g ?

(iv) o1 Yo 3R A HURT ARGl 9 81 3R ATl k@A &t ARTal 31 ea19 @ Wi ® ?

(v) @ fafi= At & wiftq § o= arel 9 BT 1 T S § 2

(vi) @1 uifey vd fAefee ggfa Sared § @i sraRiy df Sa— el $xel ?

(vii) F1 9gd fd6 ITHY Td HRTo BRI [fed & ?

(viii) a1 ATt ARTE A SIS B IMATIHAIR B ATAR FHI B PIS JoATse B ?
(ix) Fa1 Al YAifdha W-a8 & JJAR & d01 Ja+ &R Wifde w9 | |E q\ioE § ?

(x) oI AEwaqul SRS S Hedl Arll, TR 9 Wil TR @t gfcal 3 aRRafda ge o S difa s
@l o1l g o R aRal Jbs Bl ?

(xi) o Pt AETER B AT @ SeTed v A SfSed ST & SR B § 7
(xii) &1 SYHTY AR R G Y9Y B It & 7 afe T, o @ T8 P
2. YRR 'QEI f~™ ¥IP (Opening and closing Stocks)
(i) TINT 3BeTd 3Y a1l & ifalRes =1 31 it @m—
(31) URfRE e af & SR SWEH B A=A P g1 § s d@ T8 F

(@) fafa= Susprf &1 aRfRE e araa § e ©u A e 2 3R 98 dad Rl siies T8
g
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(H) ScUTE BIRA B SRS SIfad Ufshan & Fid UTe AT & = § e § 9o Sfod vy
A gaifad ¥

(2) aRdfa® SUHNIT J FUEC™ § IRaAfds Ferit &1 Sfa o w@n T E|

(ii) <AAIR® Td mH-g1fa @ 4§ den e A sifm Wie o1 el Gedid+ 1 A[egs B | 3d: ar

(31 e s w8 wu A fora w2

(@) Heaipd SIS B ARAAP AR A TS T A B g &

(7) o1~ i Bt A IARA B AT B AT § a1 fAsha Ioie A1 IUEH Joie H PIg a1l 59
=g el qUis I T

() 71 a aT AT B AT AMB IUHFT T AT T B JATT A JELRYT T8 | AN IDerd

T 91 e del A1 3 FAUeR & a9y 9 RwiRe s aifds sHavas w9 3 B9l g8 ol aad & fana
AL B AN g U 8 D |

3. areft A= wfsban (Stores issue procedure)
AT 3iberd =1 &1 e IWm—
(i) ST | Swed & forg arslt &1 e asfe § 1 sifdea o e & 399K &1
(i) SwarEA faur 4 @ gU wIE B e 3t B e T8 E
(iii) N ArER 9o Sdred @ SRM 8 drdl A &l R J 341 faRf 3%t & Sfaa wu | der
& o 2, o forw Scureq &) e ST 9 3mavasd ol ff B &) ol 21 afe o:ft |l
I JUBTT Bl FRACRT Bt SN & 1 I AR 3 AR b T g den Swat sfafefa
<@ 39T Jen e onfe @ aw & S )
4.91¢] Car] (Work-in-Progress)
AN e 1 o1 ghfdaa svm—
(i) aTe] PR Wifde wU | Ffid S foran T  den Iz S1qul ard wEdi @ 99 | e 21
(i) a7 B BT Fedihd TAD SU-BE A1 ufshar B guiar & =@Rv1 & A< | WS T 9 oI B
SUBH AR 95! AT AhAT A 9 § gt $) foran @ 7|
(iii) RIS 1 AFRTH ATe] P BT AM-FeAih T M- &l 7, e H3% vy | gg o
a1 g€ et 4 g fg sierar w41 @ SRl 2 |
(iv) aTe] BRI @ AN Td Fod AR IeareH @t go § IR-sngufae @ T8 €1
5.3 (Labour)
(i) oToIPd 31 & S TN 2N IJEdH # 9 f§ R 1fde «m & o @1 81 9ga | Saadha
<l A AfAd IIEh B Hew W favy g1 fem 1 3w @t et gereran a1 fRuivon qen swat
W19 IATEA | A1 AP & AP 31 S TAN Pl SURIAR GIRT o & | AR S H
Sl P T o= SR T9 & T9H THR & SR 3 gl § AR 9gd A9 B
TR St I KR DI U< &1 AT 91 g9 g1 A%d 1 81 3R 39 SR H§ B G99 o1 WY |
9 UPR B AT A I8 U1 o S1QT fF et Hel g, Af 319 B i Jan &g a0
#7¥ AN $¥ B T T HaH SO ol 6o |
(i) T 9 Sira ot S & sm arE R Suert B aHa sirEl SU-HRI UFG] B ATAR o
@ TS 7, rar T |
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6. 8T WA (Capacity Utilisation)
NI Jipeid A= &l S BIM—

(i) S<ue PREM A [Afpa eman, se@n famo & forg ararma gt ot [Afsra aa st @
T8 2l

(i) FeATEA qTA1 91 FART # foran T Wi 99 Ue-gER @ e §l 3T WKl § WA H forg wena

U Haid Scared S B
7.G'Qﬁa-m(Overheads)

NI 3iberd A+ o) Sitd Ta 3P THIO HRI—

(i) Swared, faspa Jen faarvr § 3mcuet <l o1 JeaRT T6-Id Ud el §;

(if) T SUEA FREM § IIEH B 911 & o1 7 SuRay rcafds ot 78 1

(iii) ARAFAD AL TF TSI T FHION > B ool § g AfF A 78 8 901 39 TR B =
D HRUN B IRAT THR A FHs A T 2 IR @ @ FR &

(iv) JOR T4 R SIeA & A SuREE! H1 e sfa are Rigral & sgar 2|

IWRIG BRIHH Ig <90l & fb IR 3iderur Hril &1 Sdare & fafi=1 &3 9 aa1 A 81 o 3iderd
B aRRARIA & R 1% g F g At 2|



Solution :

Divisior
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Solution :

Flexible Budget

(For three months ended 31st December, 2004

Levels of Activity

60% 80% 100%
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.
Sales 5,10,000 6,80,000 8,50,000
Variable Expenses :
Materials 1,44,000 1,92,000 2,40,000
Labour 1,53,600 2,04,800 2,56,000
Salesmen’s Commission 22,800 3,20,400 30,400 4,27,200 38,000 5,34,000
Semi-Variable Expenses :
Plant Maintenance 12,500 13,750 14,375
Indirect Labour 49,500 54,450 56,925
Salesmen’s salaries
and expenses 14,500 15,950 16,375
Sundry Expenses 13,000 89,500 14,300 98,450 14,950 1,02,925
Fixed Expenses :
Management Salaries 42,000 42,000 42,000
Rent and Taxes 28,000 28,000 28,000
Dep. of Machinery 35,000 35,000 35,000
Sundry Office Costs 44,500 1,49,500 44,500 1,49,500 44,500 1,49,500
Total Costs 5,59,400 6,75,150 7,86,425
Profit/Loss — 49,400 4,850 63,575
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Y 2
arah

(Materials)

I Pt AR B [AfTa F1 nyfe sieEifie g 3t Ayl smawadd g iR faft Swrea
J2qE1 TG DI AR DI [Faf~a FA & forg smawas § fos arnl w Sfa a gard g @ s | arsh
P T DI I AN PI YR Bl A1C A1 Pg IAfeRiIfd 781 e | I8 W g g wifes arm@ o=
WRARI A $9 AR &1 9 T 91 7 | fhit Scurest IR &) SRigereran 31w Avevs |arsh g
g B B | Al = &1 aad gg arEht B wRE, 9UE A, [ B enfe 9 fhansit 9 Rawegan
A 2 o Al &1 ded B9 A B9 B R Ied B | Yarg 991 @ : S © dfaRe fasha wh
b o= f 59 =1 1 sme TTa TSl € | aE g @ dhg afavadt | siaa 991¢ 3@ & forg am
= & fhar &1 vam vER wrht ) & g @ ®ifE fAawa gea o1 el dare ue Ayl s F

el Rg=un

(Material Control)

areft A= &) savaedr (Need for Materials Control)
At A= safert sravae g wife armfl wR sfaa Ra= 7 2@ a = gif[di @9 &) s
T Ed 7 o

() = 9 2 9 Gl @) smavaed A AP B fhar o Fohar & forae Berawy faffar «® =,
wIEvl, 191 3nfe R <4 9¢ I 2 |

(i) TN BT e AT A B FITEET 9 et 2

(iii) AT B SMaTEHT | S YA B Ahar 7 o Al e ot 9 o 2

(iv) 3ifd® ARl s BN A BrRfRle GOt 31 Sfa Sua =@l @ @ R STeH @ 31 gedhl )
fauRa ywma g 21

(v) T T & 3T A FIETd 3t fafi avgell A srager ot Ruaft S @ o B 1 s
1 312f § BB UPR Pl AFER MaTISH | FH B SR FO IMavIHal A 3w |

aref Rg=r & G%’W (Objects of Material Control)

aah A= @ Sevy fA=fofad @ -

(1) areft 9 SuaE—aRE™ | Wi YeR $ Al gde1 Suae 11T XA difd Sded arf §
Il &) B B HRo Ay 98 g |

2) arft &1 gR| HA—ar R &1 Ha S A H & B TE-ary R oy @ 9l e on
A Yoll B AN 8, AR IER @ forg e I 3t savaddl gkl € 9 SHe 9@-vE W) i g gl
2| DU UET H BT B W W) B YR B T Bt § ) B Y 39 srearg # qarh 1 €1 9l @
N 9gd B 8, o 39 gon a1 R Sie wwa R des wran § @ & s snavass g g1
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(3) Sfa wa-geu—ffda 7 H= arEh B SR Ha-1cu R @, Al e w1 S2e B
SEH & AN, AR @ o uR AR FRch B, o ArEi @ Ui Bl 99R) Y& §U OiE ¥ $E-9-59 o
R AFED B B S 9B, B Sl ARy |

(4) arRh o1 ST WRROT (Storing)-uTd AR B M | b SRS (bins) F Y@=, fA9-95/1 |
afafteal &=, ArFEl @@ A9 2, 59 99 B F G, ARl B 99 $ 8 GF R HI-AR 97 IR A,
e 3Taeasd Prf g I £

(5) el @1 AR (Issue)- 3iftRrEo v & amuR R Arnf &1 fAefea A= Sares a Ja
fayrm B s 9 f99-u=e 9 ufafe s

(6) ARl BT AGIB (Accounting)-arTft e fafi=1 e gl A dia THR 9 9T B IR
& o v, a6 9E SR R

(7) arft 3 faf= G (Limits)-arft &1 <gAaw wie g 3if¥ean e w=n g9 @ifky, RgiRa
BYAT; A ST Bd T TIM, FHPT TR 99 BIAT 9401 TP IR | fhasil armhl v 3 oIR), 91 &1, 3nfe
el = & Sevg ¥

(8) Rt W A (Checking)-araft & F9g-w9 @ R WIE AT &R Wi &A1 6 gRaal @
fa9-uzrpl # RRErh it A #1 A9 aRafde Al | A @rar @ 91 3Rl © BRI P gal o |

(9) arRlt B &F P Ae- SeH fAuEi g Mem d arnh @ e 9 Refadl w® A= s qen
Al @1 sraferd B9 A AP

(10) SUG IR R KIS B B S

(11) =gqar $ fAffera ¥ goa w1 @ forg i W § Wi Suas s

IR FRIICYT IHTH THISOST (A. 1 A.) B ‘o I afafa’ 1 wa1 2 f6 "wfd & | &
TP §S1 I£9d I B IuYad FURl § il & Sugad el o Wi | o d B ufban & AeEw
A ured Beht g1

G‘ﬁﬂﬁﬂ?ﬂﬁ@l’cﬁ(invemory)Wﬂgﬁlﬁ?ﬁﬂﬁmﬁﬁi&quﬁ?ﬁiﬁiﬁﬁﬂﬁﬁiﬂ?ﬂ%l31TH'Q’
q AN B 3 WA A S 3 Bl B, S 31T 1 RuiRor w1 v g Seed $El W R

Wih Fa=or &1 STea Wi 3 Sfaa Afiea & el & w9 =i 8 9 81 @F8F (Horngren) bad
g b "<re fie A e =101 & <1ed B UTed BRA BT bad Tp A1eH A7 g 1”

"Inventory records are only a means to the end of inventory control." —Charles T. Horngren

Jf i &1 AR, ha, ARRU T S0 Wifde Sira Wl & I=a <&l i 7 forw g, fbr A wip
&1 =01 gai< g w=ivors T8 @ 8 w@ar § 1 garueT wie @ sl o ot gea o sa
g T8l 24 € foraen fab 9 e 4 faf{ai i3 g9 Q@ g qaifds el @1 qga <d &1
Y I (Basic Principles)

wie = & v g F=fafa € -

(1) faft @ Scures @1 wrdt & IrgAE & wid B w1 &1 FHuifas g 21 o [, % 9 SweE
A 9 Ju=g @ ARy o & goiel @t ufshar A R o Shar 21

1 The Committee on Accounting Procedure of the American Institute of Accounting says, "A major objective of accounting for
inventories in the proper determination of income through the process of matching appropriate costs against revenues." (See Accounting
Research Bulletin No. 43, Newyork)
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(2) g & forg e A gt (economic) B AT | SMReT @t AMET 39 91 WR AR &t & fb
Wip @ieq & forw Sucre g==1f31 &1 fban faffam fan s sfea B

(3) 4 IUYF I TR, IUYF A1 A, ISP i IR AT UG UID1 A fban S =
(4) SarEH B 3FhH IS (operational planning) At @ fRefRor 9 =01 9 we@e Bk 71

(5) ‘faer spa fasan S’ TN ‘Fa A fovan I, A Q) IR € e vk wie Ra=m og 931 gEres
A b w1 =nfAe |

(6) =1 tes wnféie s & 9 Uik # SRIRG @ &1 Irgwd 9 vl w93, oM, 9 aRRkfal
TR IS Il | 37T PRI UIell A THwudl a5, DR & Joaidd g a1 o o =g s
g faferat &1 urau fsan s =nfRu |
araft = %g m (Requirements)

Al = 96t tas sl gunelt 98 ' o Afefaa sravawdansit & 1 wR 9D -

(1) faf= R 4 aowaa | @l @ SwfRe fafes faum & ea, wift, [Afeon, =R, Saes, [,
EIHHA, M |

(2) ATt B I BT BIHIUN ST AR | A pd, B A9 g1 & fban s =Ry

(3) ArEh ® SUYE AT W A1 AR, AREH BT TP D01 ST 1Ry d ARl 6
Al B AidfAd A& 9= Bt W ARy |

(4) uifeq faur gR1 arah &1 [&eo 2= afe |

(5) arEh Free fAfd= 9=l (forms) @1 SUANT A@UT! A fhar S anfev |

(6) ArTIft B IATHRE YATH G IR WIS 12T AR g8 wataw f ot 8- =g |

(7) Sres fAur § S 9 o9 a3 savadal uS, Al Sudel BRI S ARy |

(8) ArTit & &, @Y 9 fApha W A= w@= afdu|

(9) arTlt & A, U, FRR0I, Q-39 a1 R @) gonfern ardifasan wftafora ol g8 i a
g1 =ty

(10) | R @t WY A MRer-wR <A W1, Afdwan W, onfe wHsert @ WY 99 o6t At
2T dn 39H1 I b s anfRu |

(11) |rEh A= %g AR wre-gAt yument (Perpetual Inventory System) ¥@= & W1l ¥Efd B
WA T BT AT 2|

(12) SrBh & a, A, 999 B39, &7 T STHRT $T STYT ARG T JQPT BT AP ¢ |
arih Ra=o ) ufafdal

(Techniques of Material Control)
araft wa A wa auen 3t Al o wnfaa $9 @ sifiRew afk arslht w gee fa=o 1 6
AR a1 @ A1 9ga sresT BN | ArEl e 3 e FEferfEa © -
(1) Budgetary technique Ioic} ddh-d
(2) A, B, C System of Material Control A A= @t A, 9, 9 YoTTent
(3) Economic order Quantity fAgarh e amn



(4) Determination of Materials limits and levels ARl @ el g Wl a1 ARy
(5) Prepetual Inventory system fAR=aR ¥TH iliﬁ JoTTell

(6) Ascertainment of slow-moving stocks ¥ 3 i fa | @ &1 =

(7) Control Ratios fa=tor1 3T

(Rouoft-Sufam da-iias Wit @ fAfifa #ra <= 3§ & g @l €)

(1) gIc) ddh-d

(Budgetary Technique)

Feal AR @ P DI HA I S forg 911 @ Y4 @R §Y A qoie 91— A 2| St safy @
fasht aoie 4 RuiRa A A Yo Scaea-am1 9a $=A 4 Ruifge @<t @ 1 Sarea-aE1 9l @ g @
fRuias 2 21 9l g F 9 A=faiad Tkl ©R sa[ )1 o @ (1) d @ ar fban @i Suas
2, (2) g B M arelt ATl a1 wie {69 yefa @1 2-3fe wve @9 aren @ i wra 9@ e = A
qrell, (3) IR H WP B SUE-1 Ig T 9rad § & fAeran § a1 9d W A s 2, 4)
Hed il faan ST & 91 g S T @1 |, (5) STa¥R ARKd Wit (Opportunity Costs) SHTfad &3, (6) goft
Pt SUTEIET |

SaareH & forw arft @) 9 a Sue fafade S sifa= g™ 91 B oI €1 A &) @ forg
faa agaren B & o forw Ndbs goie 9911 Wian 21 a9 @) Fave HIA1 e B B & Sidfh
- AT BT T BRIAT ST AFA BT B Bl & Wy Tob aR 4 febat arsht @dig 4 fafvar
faan <= anfRe, = Aol gont @ Suafy & Wg-91 GrEll &6 ‘98d drFTa’ 99 ‘31-d8d Ar’ (3A®T
ey et see-AEn & A faar ) wR o R R 71 o wie e 3 geie sravad B
H

) arel A= &t 31, 9, 9 9gfa

(A B C System of Stores control)

FEd Al g & for) I smavas © & Wit ger ot arifiEl W garw e @ e | R
HUEFR ¥ Wit IR T Heu A A AN-gB g 95 P B €, FB AR TA FB AT oI B |
awit wralt @ o A 9§ Al & ufd gerie $ eiflie waw e AR | o WuErR § amiEl w
Sfad e 79 @ ol S=% 4ou @ ogaR 3 ‘T 9 A Afvri 7 dic i s 71 Soft e § 3w
M B ATH E SN A SRR FRA ¥ 3R WIRFIR TS 9 @ ga g 1 70% A 75% OB
Bl €, Tefd S W= AT A 5% A 10% 9@ it 21 F Aot § 9 Il e 6t ol § o 'R A
@ TE A & qod B 15% A 20% 9% Bl § A\ qn w= 20% | 25% 96 e g1 | Sof
A 9 Igd I ARH S e D < fie | ©R W W T At B dad 5% A 10% 96 Bl 8, IR /el
I G § 70% A 75% db Bl g 1 Al 61 39 YPR P faveiyur A B C faveiyor e 21 R
BRI GG '3 A0 Bl G W A AP Fa=A01 7@ FIH 7, F A0iit Bl =G W &A1 B AR | Ao
& TGSl IR g B9 S a1 S 21 S Ao @ At qof e ¥ @ S ety SR ge siftera
A f¥pa BF R g i S wfee ) a8 i e @ Ay B e Aoft 3t axgai W sFavas wu A
Toft 71 weft g2 9

39 UG BT STERT B | S Al W R 1R eifds fafd gen 2, sifde fumor war o e
B, WTH e WR W W ol a1 § 3R AF Brf A ara 9 A 2
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Example:

The inventory position of a manufacturing company is as under :

Materials No. of Items Percentage of Total Value | Percentage of [Average value
category total number of items Total Value Per item
% Rs % Rs
A 60 2% 6,00,000 60% 10,000
B 600 20% 3,00,000 30% 500
C 2,340 78% 1,00,000 10% 43
3,000 100% 10,00,000 100%
Total Value

No. of items

A o7t ) arEh 3§ g AR 31 60% &, Safe Su@t w1 2% AR ufd 98 @1 3i|a @@ 10,000
®. &1 A 9t wR fAa=er |aifte 21 arfae | B Aoft @t |rnlt | 7g@ $it 2 sk 39 w® R at
| ufshan gare g9t C Soft 3 arsh 3 ga fAfEr 1 10% & safds amn 78% SR ufi s sira
el 43 . &; ort: wrft (g 3t wmerv 9 fger vgfa swa ford vafa 2rfY

(3) RAadt e 9
(Economic order Quantity)

gl frarofta 9 g8 =8 & & fham @ o’ 9fcs g2 & 't ar 9 fban wder o' 13, 9,
W YoTelt @ ISTERT # g9 98 71 ® fb a¥ § 10,000 Sob1sdl vy @ Sl €1 U9 I€ 8 5 @ 1,00,000
B. B DA B 10,000 SHISAT P Th IR § & WIS ALY AT Bs 9K H, 3R IfT B3 IR § W
T @ It IR # ? D A B A a2 BN ? g8 fAaerdt see " (. 3n. A1) s Economic Order
Quantity (E.0.Q.) @} AEIRUN H1 Jwa HeT ¥ 1 IH1 R & 310w wewd B1 319 af g9 Wi 10,000 sabrsa
P T & IR H Y HAT 99 dYd & a1 Rafa [A=fafaa 2rf -

(1) gD 1,00,000 . TH IR | WP Bl T B | A IS | 3 b § Bl goft ) =t 3t
T 2l | afe e SR Hed W W ferar & a1 g9 a1 Al god 3ifAe <1 IS Ahal § A1 SUR R W @1o |

(2) IEG3T B WIEFIR A @A TG NS UM P Mawadmar RNt a i 2@, Mew &R g vem &
3 Tl Bl IFTd g |

(3) a¥geil B Al B BT I q1 2|

(4) a¥gell & &g T I | A B Fhed B

(5) SUEFR ¥ U<} a¥gsil B IW-IWA g MR & T IJMaeadhdl H 3Afdd 8 |
(6) forfie arf g WX B AFK aTgDar A 3AfAS B

G"Tgﬁ ¥ APl B ‘989 ARRI’ (Carrying Costs or Costs of Carrying) el STl & | S "TRR0I
B AR’ (Storing Costs) A dea €1

T 3R, I 39 10,000 SHIST DI B3 QT B Ps aR ¥ @1 o g @1 Rafd =1 yor 2rft:

(1) PRIEM § JrElt & FH B9 | 31l 9ok 9 9l & Sudel F 81 @ BRUT Sded $rl RAfd
q 3THg &l APl B

2) HraHt ArRh 1 g fAd 31 Us |dhal ® afe arnlt wfts o1 Jraw /a8 T 8
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(3) % A= # 91 Wes W W B (discount) I & Ahl B, SHA dfd BT gl B

(4) ArER 9 werE 9 W U @ W, AED B 99 e H T N B 7Y FREM H uiRal
(shifts) ® AT TS Hebell & AT BT P JfVFTTT (overtime) P HRAT TS Hehdl & | THA IS AN
Il B

(5) SmeEll B WHY W QR 7 PR R BH 951 @i fRed g, {5 guwifaa kit & g0 o w9
gl

(6) SMUTTHTCTA 3ha1 & Tl W TGRI H a1 G FHMT ISl g T I Als HA & fog St
R A I B g g Bl

(7) R-9R AR A S T, IR-IR I b g St w91 gor & &9, fofts 7 et & =9,
anfe wft 9¢ o €1

G‘qgﬁﬂ'l"l?ﬁ Pl 'I-qe ARKY’ (Non-carrying Costs or Costs of Non-carrying Enough) &l SITdl gl
FP! ARV 1 B AN’ (Ordering Costs) A dea €1

39 21 ANl @) |9ag § R o o R
(Carrying Costs) (Non-carrying Costs)
1. faffafoe goft w e 1. Sred ¥ et @t anrd
2. HWRU ¥ WM 24 2. 4R A W 9 B 310 Yo Bt w
3. SHEdd o AN 3. afga e
4. ArER 9 i &1 & g gl 4. faRaa wiRa, sfdewwa, 3nfe & ar
5. IG-IEME 4 SRR Y 5. @gifa @ &N g A 9 oy @ ' v
6. o1, fbvman, MM & =g 6. T B 9 IR BI ARARF A
7. fafeaa are 7. JAEW 2 B ARK

IUYa I ARK Th-IR ¥ faudia g1 afk I &1 9t 9 | @i 73 fasan o § @ 989
937t den 3r-a8d R A gt | 3a: RAaerlt AR |En 98 € oiE ‘98 arnl’ ‘3-ge dREl’ @ SRR
Yl T TR B €

AR & |19 &) Tl (Cost-Measurement Problem)

aﬁmaaaﬁmaﬁwﬁaﬁ ﬁﬁtﬁ A S B § fb 399 S1a¥R A (Opportunity costs)
$ o s orie § et 8 X £, SR s RFRE dof W =, 9 BE, R @ am @ af, ot
39 AN $1 S MM PR B forg Hft-3ft Bfea 81 s 7

wie-fAvfal # UIf® @RI (Relevant Costs in Inventory Decisions)

mﬁﬁﬁwﬁmaﬁﬁﬂﬁﬁﬁ?awﬁiﬁwmﬁ(alternateuses)wﬁﬂﬁaﬂ?ﬁﬁl
Iarervl B forg, afe Iefd & TRRYT (storing) BT A fh=ft 3= & & forw Sy =€ faban o Aoan @
Al UM Bt ASTHS AR I BN Afd Al 39 6l ow & & forg Sua & o waan 7 < iR
P FTER AN IrEfID 2R |

Tefd goft ©R @re aRifie anma 2, {6 ot @ra $ @) 93 R S i § wifes gol § e W@
D g FO IUR DI B Tl § AR SYR D B3 Al IR X =1 8 Faet B1 560 TPR, G 99 D A
St |l @ B A AT 9 5 B PR ¥ | Bl §, 9 g @) A S pri-eneEl By ¥t gR1 R
A Bht §, 30 TR @) i an 2
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ARl smew W= (o 3o wo) &1 fAufwor

[Determination of Economic Order Quantity, (E.O.Q.)]
WWWW%%WW%@@WW(econonﬂc)ﬁ%ﬁﬂw'H%‘IFIF‘I%I’EI‘SI-?I%:I
AR’ SRR Al § |
et see |/ S| SR 7 T g T R A ©
(i) gPrzal A aiffs SYART (Annual usage in units) It a9 # g B TN arelt fcl SPISAT;
(i) 9 AW A B AN, AT 31T AR T 3M9;

(iii) 9 FPTS T8 AT AT Te=1 9T x 9f} 331E &1 Joa (fera e araht w® ot oIl 8,
i 3@l & IR § Wit RN 9= 3afd & = H FHE B Sl 8, 98 931 g9 U oIkl

e Y=l ' Wﬁm,maﬂ%ﬁ?ﬁ?}l)

fAdertt see A 1 g3 (E.0.Q. Formula)
et snewr s fFeaferfaa @ @ s fasn o wea 2

E.0.Q. =
S A = Annual usage in units (3BTSAT ¥ aTffe Iu=)
S = Cost of placing order per order, or Non-carrying Cost per order
(32T 29 A A IS AT, N1 IF-T8 T AfY 390)
C = Annual Carrying Cost per unit, or Carrying Cost percentage X Price per unit

(uf<t gTS aIfffer 98 @RI, 31T 98 aNTa Fferd x 9 SH18 &1 1)

Ilustration 1.
T fwfan arer fashansti 9 U SuaRul 30 To R S@Ts &% A Wiadl B 1 o At smawdaar 800
SISl Bl T
Afafa sifiw snes Suaw € :
v w arffe sma 10%
fa=man, i, wR ufa soE ufdad 1 %o
T AR <A Pt AR 100 To
et seer A S R

A manufacturer buys certain equipment from outside suppliers @ Rs. 30 per unit. Total annual needs are
800 units.

The following further data are available :
Annual return on investment 10%.
Rent, insurance, taxes per unit per years Re. 1.
Cost of placing an order, Rs. 100.

Determine the economic order quantity.
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Solution :
Cost of carrying inventory per unit = 30 X 10% + 1 =Rs. 4.

2 x 800 x 100
E.0.Q. = 4

4/40,000

200 units. Ans.

IMustration 2.

39 3ferRad 3! | wel Al g Ufh arnh &) Aaerh sneer 9= sia PITT den 3mee B
ST

Find out the Economic Order Quantity and order schedule for raw materials and packing materials with
the following data given to you :

1. MR 21 B AN (Cost of Ordering) :
el arEh (Raw Materials) : 1,000%o ufa 3
tfp arh (Packing Materials) : 5,000 %o gfd snew
2. |t 989 @RI (Cost of holding inventory) :
Fedl arnlt ;1 4 Ui T ufa wrE
Hfdn arsht 5 U ufa sarE ufa e
3. I <R (Productionrate) :  2,00,000 SHrzdl 9 918

Solution :
E.0.Q.

(a) Raw materials =2,00,000 units.  Ans.

szzlakh x Rs. 1,000

1 paisa

(b)  Packing materials =2,00,000 units. Ans.

J2x2lakh x Rs. 5,000

5 paisa

Order schedule : One order per month for each.

@) Al Y Wel 9 wRl a1 Rufvo

(Determination of Materials Limits & Levels)

Wi B wRI o1 RAeiRor (Determination of Stock Levels)—m wR S| g ‘;lﬂ'lilE[Uf =0 zenfig
P D fore Iz 1A smavas & & 9l @ @ 9F arel Weie va Al @ g 3 |72y Shig diemda |11 3l
AREN & AE Bl SMawadhdl | Sifdw I@ SIRAT, 1 Ut T9n § e 6 Yol S SMEedd WU | ol
rae1 ®1E M a1y wxen 3l =€ e s e afe amf @ e @ smawaea 3 9 |51 3 @i
I B O 369 Sered Aihar iR fAffa avgsit ot smgfc F e S @t o Wl & wa Ta SE
¥R FH & Al I Fafa w0 o fore gz 1f smavasw va weaqul @ & armh wie 3t <g7a 9 ifbean
drmsii &1 My sTawaeargaR a) forn 9|
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AN AP

@) 9T AR ®R (Reordering Level)—3g AR BT 98 WX 8, el 9l @l g1: &g A B forg

WRIUR R 53 fAUFT B Ee-9F 4 S1 A1 | I8 B & Sifdidad v <gAad wR & 494
B g AT B, IR NEw-uH Ao 3 Y | "l B g F 3 /Y @ SR o ara
IrE B ford WoSR § # watw Al dige Il 8, i Swred § S5 weEe 1 3 R |

TN I W (Ordering level), g 3T ﬁv_g' (Re-ordering point), 39 A (ordering limit) 3fdT g-:
3 A (Re-ordering limit) & 9 | W ST oI

E:I:

QT TR Bt AT A & forg 71 @ &1 war fan s g—

Reorder Level = Minimum Level + Consumption during the time required to get fresh delivery

Or

According to Wheldon—

Recorder Level = Maximum consumption X Maximum delivery time.

Ae—Wheldon ERT i IUANT Ta %A Bt MY H oH are fYHaH T o F WL HRYI T8
2 f& f=ft ft <o & 9rsh & $RU S $R # $dEe | M IR |

(i)

(iif)

REATH WP ®R (Minimum Stock Level)—I8 Tfds @t a8 91 Rl &, RO &% 994 991 <@
I 81 I8 i Bt gd Ff¥ea <gme aman g, @ifds arsht & sria § Swred Rl # a1 3R |
TIh B gAaH A B RuiRa Fva a9 73 ©ie 1 9 d3A (3myfd #) oM aren w9,
ArEfl @t SiEd SUHNT SR Bl 3avd & <O § @l I 2

1 SUTeH, ford UrEehl | IS T B9 R 8 favan e ®, & for) <o e WR 3t aegendl
&l 2Kt |

RATH Tid wR &1 Ay A= 93 | faar s 2—
Minimum Stock Level = Recorder Level — (Average Consumption X Average

or Normal Delivery Time)

AT W WR (Maximum Stock Level)—31fSpad Wi WX A IR Cih P 349 Afddaq

AT | g SN i wa i A 3@ o |l 81 aRad # 3ifean e 3t AT v @

FRuiRa s a7a Refafa fage w R sawa F= o wfe—

(a) ATA B IR HIA BT WA (Storage space),

(b)Wﬁ?ﬁ'\’ﬁﬁﬁ(ﬂﬁﬂ?ﬂﬂﬁﬁ(&oragecost),

(¢) ATel DY T B H oF drell Yot Ta I9 WR <1,

(d) A1 & Jdi # BF a1l SAR-IEE |

Ife fH=N ienfie Supd g1 smavamar | 1fdd A1t BT HUSRUT (Storage) fban wiram &, ot w=i

Rerfdl # w11 & wosRUl Ft ARl | 9 f§ 891, 0 @ 91 vE «ifde wmEn W Ol & e

@ TR § SO 8 O 21 39 Wi aHwsi & eRl avg 3 e aF | 9 f§ T

o9 § B M1 @rifde €1 31 MavIhdal 39 91 Bl g fb Al wie a1 ifdhds wR S

Bl TSI Bl &1 H @A gd RuiRa o= form wmg 1wl &1 sifdeaw wie wr RuiRa

1 @ forg B g3 &1 ga@r & o &

Maximum Stock Level = Recorder + Reorder Quantity — (Minimum usage X Minimum
Delivery Time)
Or

= Reorder Level + (Minimum usage + Reorder Quantity)
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(iv) 3T WP W (Average Stock Level)—Ig Arlt ¥id &1 98 wWR 7, S’ y% Saares g Aol
IUHH T HUSRI g | @1 el g1 3Nd W ®R P Aabres &1 3 7 &

1
Average Stock Level = Minimum Stock Level + 5 of Reorder Quantity

Or

(v) SNfE¥ IT @R &1 ®R (Risk orDangerLevel)—H's'?TrH'!ﬂEFl I8 WR Bl 8, o R R AR
&R ARl B AMFg (e e @ s @ den 3R st ara BF R & Rl i oft sl
gl ﬁwwﬁﬁﬁﬂm(PurchaseOfficer)EﬁWﬂ!ﬂ?ﬁqﬂﬂﬁ?ﬁﬁﬁqmiﬂﬁ
aIRY 3N AR P B B HRUT S | AR S B Wbl & | SR A1 WeR Bl W [
<3 &R PufRe e o 8-

Risk or Danger Stock Level = Two day’s normal consumption.
Or

Average Consumption X Maximum Reorder

Period for Emergency Purchases.
Illustration—3.

Two components (SUTel) A and B are used as follows :

Minimum Stock Leygl#Vaxi Gejegh) 50 units per week each

Minfnum Usage (]I SUYANT) 25 units per week each
Maximum Usage (Haifsid SYAR) 75 units per week each
Reorder Quantity (g1: 312 HI=A) A : 300 units

B : 500 units
Re-order Period (g: 37Tl 37afd) A: 4 to 6 weeks

B : 2to 4 weeks
Calculate each component :
(a) Re-order level (§: Q¥ ®R),
(b) Minimum level ((AeH wR),
(¢) Maximum level (3tf8ee™ wR),
(d) Average stock level (3rId ¥Efdh wR) |
Solution :
(a) Re-order Level or Ordering Level
= Maximum consumption X Maximum Re-order period.
Component A = 75X 6 =450 units.
ComponentB = 75 x4 =300 units.
() Minimum Level = Re-order Level — (Normal consumption X Average Re-order period)
Component A = 450 — (50 x5) =200 units
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Component B

(¢) Maximum Level

Component A

Component B

(d) Average Stock Level

IMustration 4.

Component A

Component B

AN AP

300 — (50 x 3) = 150 units.

Re-order Level — Consumption during the time required to get
supplies at minimum rate + Economic order size

450 — (25 x 4) + 300 = 650 units.

300 — (25 x 2) + 500 = 750 units.

Minimum Level +  (Re-order quantity)

200 + X 300 = 350 units.

150 + X 500 =400 units.

In manufacturing its products, a company uses three raw materials A, B and C in respect of which the

following apply :
Raw Usage per Re-order Price per Delivery Order Minimum
Materials | unit of product Quantity kg. period Level Level
(kg.) (kg.) (Paise) (Weeks) (kg.) (kg.)
A 10 10,000 10 1to3 8,000
B 5,000 30 3to5 4,750
C 6 10,000 15 2to4 2,000

Weekly production varies from 175 to 225 units, averaging 200. What would you expect the quantities of
the following to be :

(@) Minimum Stock of A,

(b) Maximum Stock of B,

(¢) Re-order Level of C, and
(d) Average Stock Level of A.

Solution :

(a)

(b)

(o)

Minimum Stock of A

Maximum Stock of B

Re-order Level of C

(d) Average Stock Level of A=

Re-order Level — (Normal consumption X Average Re-order period)
8,000 kg — [200 units x 10 kg.] X 2 weeks = 4,000 kg.

Re-order Level — Consumption during the time required to get
supplies at Minimum rate + Economic order size

4,750 kg — [175 units X 4 kg.] x 3 weeks + 5,000 kg.
7,650kg.

Maximum consumption X Maximum Re-order period
[225 units X 6 kg.] x 4 weeks = 5,400 kg.

Minimum Level +  (Re-order quantity)

4,000kg. +  x 10,000 kg. = 9,000 kg.
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(5) AR w & somet

(Prepetual Inventory System)

Al wrhl @ Ftea @) Suged asen ‘AR SO U hi’ dEardt 1 Suddd aftia seRen § B
favm areh a F H1 gul e S g1 e Bl W B I arelt st Wl den gwif
! T fore S9TaT & 91 J® @t AW g SifSdhad AT g oeel Wk RuifRd #ear 81 ©R IR &
9T o9 faeft At @5t =Ae A o SIRhl § @ 5 fAUTT 1 AR 97 Aot B 1 6 AT At 9 SR
9 9 I R e fASTaTar 81 A 9T 81 WR SHET A See A F¥d WRSIUR “arlt ura
AT’ TR Al g1 W A< HIeT BT ol TeR HIR TS AT B 9 20 ‘f39-F1E" A Bl @ 91 R ogurd
AT AT BT AT ‘TCR-AoR’ | Bl 81 AR ol fauRT 9T 7161 &1 @l U 6 WTR-aoiR 3 Bl & |
RRBIR [ AT B GaiRerd wU A &, 37 a1 @Rt | W@ g1 A1 31 e 60 Sarerd sifdera
I BIRAA gRT FEERT AN 93’ 9] 81 R & ol 81 RaIR ifaa ara @t gfafe a9 a8’ «w®
PRI ¥ | R G Id fAfte ‘TR ok’ # Sl 8 90 AR fA9RT 9 96 ‘©R doR’ § &l 2
fa-31S g wR ooR # ura g AEifRE el 1 ok wRa afafed &1 9w Rawren s §, 38 s S
AR B YA AN 9 R & gean A @1 Rafd $u A o @ 7, AR s gomedt
(Perpetual Inventory System) Hecilell 81 YRS Bl {87 G201 SRl & A9 AN B} 0T RS fa9 &1
B AW W AaM a2 T 3R fe BIE R QA @ ST S B g1 A |

Afifes faa-sret den wR oioR gR1 e fafi= avgsil & ol &1 e faft e =fda g=r a0
TR | IR M FA R B 3R R Al S IR S BRI B g B Ay | AR 3= foifds 3
% PRU g A GI<I Sl DR o Afed | Af =R feifdas Ffe & PR A 21, 1 <R S PRI B o9 HEA
=M |

AR o gomett @ B gU N gz smavas & f& ArEl 3t Wifds o (Physical counting), MRS
(Periodical) 31e1d1 ﬁ?v_vl'\’(Continuous)ﬁTﬁ??I ﬂﬁﬁzﬁmﬁ@?ﬁwﬁmmaﬁw ‘fa5-pref @
TRATR & A9 A Dt Ol ¥ 1 WfAF 101 sabfRAd (By surprise) @21 29-fAde™ (Random sampling), &
AMYR TR B AR | 39 ARl fA9FT & HHar) Saadgdes B axd & Al 999 SR Ed ® 9nEt
® RIS B AAT ARY B D FIEAT A § RN B

fAR=R-3mor gl @ IO (Merit)—39 ggf § =1 7o1 TR @ € -

1. A% AFEN 1 AR W6 AT A Y&l 8, 99 & 77 ¥ fheft oft wwg [ @ 7R o v
21 AT W IR B I wId B WS T B Sravaeddr T8 e |

2. 39 gl A AFTH 1 B AELFBAGAR fobal S 8 51 A1l o1 T Aavaaha 4 Afdd v
%(Over—stocking)\?'ﬁ'\’?lwm ﬁEFFI(Under—stocking)l mwmﬁ‘iﬁﬂﬁﬂﬁﬁ?ﬂ@?
1 & Saared fhar d &t el R

3. 39 ggfa A 9l 9 st 9 9w wden Sta gen guf v Wi §

4. fa 1< T RHIUR H 3TFT-37eRT fIaR0T T84 | et =1 T&an 81 399 arah |t i
@1 e o1 8 91§ 3R 3% gR SIe o R & |

5. WA AT P PR ©R F B TSaS), AR AT ATIRAE D1 I gell I S g1 afe drg anh
R g T R rRMar A @ ¥ B, @) IS ofie U ge i € SR SHET Ugdl SUART B B A g
ST Hepal 7, WifAe o1 A srraferd Al o1 ff gar @re o @ iR wfas § 9 pa Wifia )
S B 1 9N ge-He 1 aRaTe] B AR a ¥ SH S W&l €, 3R SU @R B $ SU™ dhld IR
O g

6. IR PIYR B gl Y&l & T fAurT & fb awa fbasit i &) smavaear 2rtt, 3e: vfdsg 4 @i
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34
(Labour)

it ot fAffa 3 o arelt avg 9t ScureH @R |t @ gvEr sF #1 AEaye wIE 2 2 gefd
ISP d 93 T W ARSI H1 58T 81 3@ 7, AfdbA R ff Scures uftban 4 3/ & we@ & Jarn T8 o
HHdT | ITUIEA & FIerd 371 ¥fdd B Wt TN W R F¥elt 7 3R Sua g sm &1 Sfa e w@
=01 STravad B 1 4 O [IA A SIS P18 D AR BH B 4 Ferddl et & s sifaRkaw
Icare @t A1 9 f § gurR f a1 ¥1 5M, 998 U9 I1cdel Sl € 81 Wl § ge 31 98 ®
g8l ®Y A fAfRe ane seedl @ JHEfRud fhar o dedr 21 3ve 3M a8 § e yuel dearT 9w
T TI& 3 ‘Hel <R’ (Primecost)?ﬂﬂmﬁmﬁ,Gﬂ%mﬂmmiﬁm(Overheads)iﬁ
IRt wfRaferd fasen Sirean 81 9<uel 31 @R § U9 sifapl S12ran AoTgR] &, W Ieel ©U | SUIE B
g, e mn aiRsifAe wfffera fasan o & va swa faudia smcer s/ R 3 a9l 99 M @ 4 ©
S U el @ Tt 2kl 8, e Swres | goe $9 9wy @ T 9 §, WY 98 Sed arl
H WA 3aey I B

M AR R [
(Control on Labour Cost)
3 AN fAI=01 BT I Ul SPIE IS ARG | 3¥ AR 61 f[Aaf=a &= 2 g, 7 fb aRsifie
R H B PRAT FifD TSRS R 3 B B BT e T HI T I& HfADT BT SR B AT
AT TS SN I AAIEH] BT FFRer Td HITT TN B Y FraH ARR TR ifdrpad
IS BRAT ATEdl 81 S & 39 S B WIf dadl Ol a%1a §, Safd 3M ard ) 99 va Sfed
= e @1 s/m arE @1 gt g @ e B gg Mefeféa famgeti w e #vn smawas
B 21

1. siffi @t s, ST Sfea @ e Ifea =99 Ta AraargaR S faaRo|
2. sifial & Wy A S @i |

3. sl @ aiRsifA® &1 Mo ga e |

4. SIff®Pl & JM-9H & T W =01

5. 319 AN $1 faweiyor @ s7ead |

6. IRAAS Y™ B A4S HoIel! B a4 |

ARTG: I 9@ H oIl &, fb o i s arett sirenfies w=en sm-fAa=r01 &1 yureaget &1 9§ «ar
T @ forg Afafaa fAvr &1 6w &=l 28—

1. dH=arY fAur s Afdafia [y (Personnel Department) |
2. f¥af=ra va &t sregas fawrT (Engineering and Work Study Department) |
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3. 9Ag-oiE fA9mT (Time Keeping Department) |
4. YA faumT (Payment Department) |
5. T A@Id+ fAURT (Cost Accounting Department) |

(1) sH=Er) 3erar Afdnia Rur

(Personnel Department)

fasit ot Seim @1 agg faer a9 9@ W T S B, 59 96 b SudH Brl A g siffdi 6
Sfoa a Fwe w9 9 7=, Rsfs Mo 3t SR 3 IRunee ggfadl, sifiel & Ty 4 Fvert
Arorisii Ta #fADl o gren et gonferdi @ fermar 71 811 S9 @it a@i 31 e Wy sienfie
TRl Ot SRR 81 wHAR) faur SeiT § arikq Wit faur & gewuet o Jerar v w_EEl 9
HHARGT B =3, FRNeT01, BRI-FATH, SM-Beror T JR&N Tl sraegdaisti @t gl & forg gwer wa
A PR SR 81 S0 AR g1 sifeel ) Aradnsii va emansii 31 gRiead A ke fhar s g
sfei A YR ta 7o ww B e 3 39 fawm g fFfafa <1 geri o1 s féan o @

S W9 AMRUOFIA (Labour placement requisition)—ﬁ'gﬁﬂ BT BRI S THT ARRT 8 Wl & o
PHAN fAUFT B S fAvrT 9 S sHalRal ) sravasar & e Sfoa w9 9 sxaeRa “s/™ e
siftrrer-ym” (o o 3.1) ur<d 81T 81 ¥ SRR & Ui 8 W, HHAR Tt a5 3 RerE
B WA & AP I8 919 3 9 b A6 7 mawas Aafda Rars 3§ Sucred ¢ i@ 781 | 39S 9vdq a8
R ASHR BRI, dh-Na! Aeideneral Td 3y e wRemml | v s Rfid Brdr § T 93-u3wie,
WHER g1 31fe # a5 Qa1 81 dcuwan MdeH-ud < {6y 9 7, \iench R for sirar & aen afdaan
&1 Fg- fhar Sra1 & \afda f9r & og4 3 gEe 99 @ Rl 2

59 YA YR
fam .......... L SiftRTEv-us | .29
... 20 5 2000
1 g 2000 9% AR A9 & forg o =1 4ftril & sifiei &1 g Hiforg :

g1 1T sifAb) gjoft PRl P fafdre-aemr fewgoft
P @&
4 q e W
2 4l ¥ 3t ABTE
K| E IRTeH
RIEp G| wpfa e
for= 3.1.

(i) sifs ‘Jﬁ Ao &8 (Employee’s History Card)—%lﬁ?ﬁ b FrY § Iuael |t ?fFlTSﬁ Tq
faaxoil @1 fora B W @1 o @ 99 A4S qd fAaxu B BEd &1 ama: 39 BIS § Afe b1 AW,
ug, udl, faum, gd et &1 9m 9 uen 98 @ SR Bien & SR, i @ [/, 9oft, aiRsifie g
¥l R, gAEE @ A anfe 9@l ot IHErN sifda ot IRl 81 39 1 1 T 39 TBR B



“SPECIMEN OF EMPLOYEES HISTORY CARD”

Name ..coovuvvriiiiiiiiiiiciiiiie e NO. e,
Department .........ccccvveeeeeeeinnnnnnnneee. Category ....cccceeeevvneeeeenn.
Address ..ooooeeeiiiiiiiii, Engaged as .....cccccceeeee..
Date of Birth ......ccccevviiiiiiiinnnn. OI ceviiiiiiieiiieeeieeeee e
Education ......cccccccoevviiiiiiiiiiiiieennn. Grade ......ooooevvveieiei,
Martial Status .......cccoecceeerveeennnenen. Starting Pay ..................

Previous Employer .......ccccccceeennee.
Reason for leaving him ..................

Reasons for leaving us ........ccc........

Date Trade Grade Pay Reasons use for change Remarks
(Increment, Promotion,
Demotion etc.)

2) AT va ol g f[um
(Engineering and Work Study Department)

g faurT 9% Sy, Bl va gfthar @ wvay § Saared fafdat @1 RufRor 9 a7 srifafdat
R =01 3@ & el SR AR g1 U < SiEfie sar | $9 faur gR1 ) 9 9l g e
A=fafa g g

(i) PR B A=Y ¥ I AISTI31 Td $9 A1 Dl guf B oY AaeIDhedisil o1 g0 & |

(i) THI-G9I R Sdred fharei &1 fAfleror w=Am)

(iii) JMATID NS T JFAUT PRI DY WG HIAT T I R HRAT|

(iv) PRICENS ® GURA B o |aq 50 S

(v) 9T T4 T T BT |

(vi) GREHD FOTerdl B} AT HIA1, qlfb GHSTIA Pl STl A1 G |

(vii) PE-GHIET TR I9d FHien BT

SuYeh AU g1 fd S aTel SRl | IR Td 99 eI B 9vf 59 YR fBar S wean &

WY A (Time study)*— 93 JETIT B =T T<el 997 919 & gR1 b=} foban & foro yanfug
i RuiRa fean oman 81 ST 96 Afde fhar @ o 109 12 sraeieH fbu S ' 9o e i
Y 91 B foran S 31 ynfia a9g o8 uedl o Wi stravdes s Wfafaferil, Sfaa iR den gEe,
gfeifaia vd <&t s1fAe 3nfe &1 Sfed sam x=n @ a1 € Af¥aa fdan wiran 21

TR ST (Motion study)*—TI 31ead & &R1 fehanaii @ qR1 3 7 Fiaa fafdi o1 FuiRor faan
T 31 ST 9% PR HRA B adi DI GURAT ¢ ford g1 A &9 61 o1 9, U™ &9 o

* il I W FHY IJWYF vd Tfa A1 A emm= 1 ) wfafera @9 g1
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[P TAT FIH goTs Mt & 9 | 59 TPR 3 [l & 31 H31 o1 [araw @AY 1 gar e (e
& R 5ifi 31 SR B | $9 A FH ABM B AT TG A B IJFAR b Ieured | R 3reaT
@ forg ff sifel @ ot & w7 &1 e fm wiran @ den S9at wfafaftd Red @t ot @1 3991 &l
P I azefieRor 8 e 21

R faveNuT (Job analysis)—®RI fdgaiyor & ld 9P B &1 T fdaror va gaffexor Jar fa
ST 8 901 SIfAP] §RT SMaedd Argarsii o T At i AR & oiRdt ® o 9 rf asived s ®9 9
R R AB | MRS & 3 AR A S feawor o1 =1 gaR aRarfea fdar g—

BRI fawciol gl o IeaE & g1 faftre wrd 6t wafa wadt smavas Yo RuiRa s wa
wfafea s H ufban 31 I8 9wa s o forg sifiel 3 smavas gereansi, M, emde 9o
SaraA@El 9o wrf & faavvil @1 RufRor & e s it @ orje 1 &1 =R & omen 81 9wl
faecor @ wHaEr M B STt s sMaTIE@s A P I den S Afda 1 Sfaa wrl § o A
Herre et 2

I T4 fq AT S ugfa ord fAveivur & A1 fAdex y9udl @1 Sfad REe va Saeq
T AoigR) fRafera FRd ARK $H FRA A AEhd 9SH B B

Ca0] 'E?ITIWI (Job evaluation)

I3 BT DY STAT-37 faRiward gril &1 39 fAvrwaisti & SMYR W SR &3+ ardi 3t fafa=
THR B ArAarE, HIe, JGHd AT Bt JEeFHarg el ©1 IIrexoned B S W4 ¢ formi smike
ARG O AL & STafes 319 BRI T E Fori aga it Wk &t AR Araen ot raedehdr g1 or:
F1d g F1 31ef Hraf @ fAvawvr v g RuiRor 3t afba | & @ifd gaarers sm draan sa 3t
D | TAP PRI Heh B AN AR a1 Sran g iR 3wl 3w rafed $ ol ®1 3w Brd fAwareA
# faf=1 sc@i 3 TPHii Ta sMavaddisi B I&d §Y, TP BRI DI UIS< 9@ 4 oikit 21 Al st 3
S P ERT 9IS fbU T 3idl & YR WX fbar S 2
o] W o fafddi (Methods of job evaluation)

o geuied ot A= fafdi § -

(i) AR g&M $ Bt A (Ranking Method)—39 fafd & srgarR fafi= st 1 S=at |ma
FARSTRIC 921 GHRA13 & YR R Szaad A [A=1a9 4 ue @ fbu o €1 59 fafd 9 yde & &6t
faf=1 smavammstl @1 wFgds favemor w3 g B 1 9 faf= srif @R sifet g fag @ are &f,
ISP SRR, BRI B TAHR0T Ta g9md Infe &1 W <@ fban S ® 1

e & favivst faf= orif R 9= ©u A IvH 3R] @ YR IR HU=R e $)d &1 I8 faf
WA § g gFfad srf ard 81k |weHl @ fag @ swart 21

(i) Sroftenvor A (Grading Method)—a= fafdl shaT=R w1 #== arelt fafd | Jeax 2| &1 Yoaid=
o 39 faft & sgaR faf= arl @1t JfAfd gR1 &% SR a1 9ot § @it & s &1 @Al & drea
Il WS B § AAT d (T B B IFAR A1 HA E

afafa fafi= aftr § eraf &1 witeRor wdal @ Sfeaasi, ufafdsi @t smavaeaen, sifiemr &
IRl &t gFHfa 92 wrf faavoht onfe & uR R Feht ®1 oA sraf & forg s fAden qen w2
Adteror ot mavgdEa & S W9 79 HH W @1 o 2

IE fafd f w=a & o AR A | 3t @ ' 9fF il o Aofiewu Sfem snur @R & s
gl
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(iii) ﬁ§ ofiemvor faf (Point grading method)—s4 fafa & TR BRI BT ﬁ?&'i’cﬁ‘;l@iﬁ BRI ERT
T b TG g3l & SMuR W fHa &I 81 59 S99 vy TP SR Bl s BRI Hehi § dfe far s
gl @il ged fafre Adw & W aw § W a1 geal g1 faf= el & fRwrea @ fore sRivslRa fag
T B A w9 W Wigd a1 ged A E—

(o) e, (b)3rgwa a1 FIA, (c) PR N Ay, (d) aRomHl & forg ITRARAT, (¢) TS T2
F1d @ g |

TP PRI A TAP °cH Pl UR 1 fag iy o1 €1 Sreomed StReEifia & o g9ed 31 16 fag &1
IR A 51 |Ha1 g IR HIEa & " Bi 17 fag B11 9RI &1 A9y SR wehi H AEgaR i
A g1 ISR Rien o gecht 7 (s, SR wreafie, fwafderay nfe) o1 pagaR e fag
v fhy & wad B1 W Bl gl & fagel @1 A SR $1 GiE Y FRA 1 I8 99 R P
B PR dTel DY T HHS! g1 fban o 1 I Y garere w9 3 fFRue § =y |ne 9=l a1
izl ve BT & 21

(iv)mgaﬂlﬁﬁ:l (Factor Comparison method)—3Ie fafer fooeh fafd @ 9= € 21 I A= &l
Hehl & =T 9w fby Y fageii & snuR R FRf &1 (TS Sl 8

(@) WIS AALARAIG, (b) FI IMMATIFANY, (¢) INIRE MaeIHag, (d) SURSMAA, (¢) PR
@l gemy |

39 fAfY & o SUYad U gedi & HaY W HB 8 T DIl DI AP [BA1 A g1 A Sl Dl
TP Teh B IFAR fig Y oW §, 1 IR 1 ged B € forn o ¥ Wl Hedl B IR W AgRD
fag 7l Ru o1 7S o Ted & forg <7 AR/l 3§ 3/ 3t = fanfora = & orhl 81 39 9 ool &
YR TR TN TR BRI DI T gl T geal B Hifss oI & JJAR il fhar S g aifd dafd
FHf P [ Tod A 8 TD |

(3) 99 G A

(Time Keeping Department)

AP B AN TN B THY B G FHI-AUFT TEdr ¥ | G AR B Q) g= B E () B
# sl 9 SRe SuRRe &1 e o341, () siffel gR1 faft= el R R A 993 @1 R <@,
ST BIS A Wl fhar STan @ O SHa1 M, a1, S Ife &1 fAarur ‘uffe wii-kforexr’ ¥ fora e smen
T d1 SH@ ‘HfAe G fAfdead ar &) ol 21 @l @1 9w Jie w34 6 = agfadt vafed € ¢
) G‘qmﬁ'\'ﬁl'\%‘\'(AttendanceRegister)—W ﬁamiﬁ%qu@ﬁﬁl 399 gRUTA
312AAT TFHGIUR T IURATY IoReR x@a g, o ag gt 9 Jerar 9 ue 4ffe & 31 g
M &1 AT AIe B a1 &1 39 IAORTY Bl WSl | IErd SifAdl 31 ASIgR) I Aranes a0
uifeyes f@<ae a91Ien © 1 B BIC SRAEMI A I8 S 3@ f =1 71 «fdh s IHgeeR A
I # A BF B BB THIGARI I & 920 SfAF gRUTA (SSABIUR) & o B AFA B
fora daR ft == B |
(i) urg @ fe®el N1 (By Metal Discs)—3d dfa 3 5% s1fia & forg urg o1 va fewe & & o
TR AP B TR 3ifdbed ST &1 BREH P ERT B fHdpe a1 91, Th <X b1 are (In Board) 11
TR 91eR BT a1 (Out Board) T 33 oI €1 1R & 91 # 9A® ifA® &1 fedhe TR @it
1 g TR S e F1 RN & A D) F gder FRa ¥ 98 AU fde IR B 9 W AR B
IR D 9IS W il a1 21 AuiRa a9 ) w91 gR 9= & R oI 21 3R & 9I$ IR &4
fRael & TRl & JIFAR T @S AAB! DI TR M &1 IR | 3 dTel AT Sieal M dlel
AP AT AGFH D IR WIBR U A P W forar € g ugfa f g 71
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(iii) 99 BTG dTlell T8} §RT (Time-Recorder Clock)— 1! @t SufReufa o1 fdvme vam 9 ag ugfa
AN 3P AR 21 T IAD AfAD B M 9 TR BT TP ‘TZH BIS’ Bl & Sl Dag! b Ja9
gR W TP ¥P T RN § B4 A W | 81 O & AP bag] § 999 HReal € 98 ¥ W A
mmﬁﬂﬂm’E‘lg‘qﬁﬁlé'\’ﬂ%ﬁ(Time—recorder)'$@‘q’ﬁ€l?lé?ﬂ%,EI@WT\’WS?%
FX TN B IR I8 FIS IR e oren 21 31AF SH F1E B R ¥F R 7@ 1 81 g 8
TR 91X oI 99 B 98 A SievE ol &, o 9 5ifie @ <139 &I U 3 d oI &l
|HY 3ifdHd B T B | AEE B I H A B AoIg AWM B U 391 AT 9§, IR S "y
T PrS 71 AT 9 2|

(4) T faum

(Payment Department)
YA 3R IR HHar Bl 90 A1 AoIg a1 YT P & forg Sarerdt g, S 91 o1 31 8

(i) T8 9 i & forg Sudrd affewur, fA9FT qen Aot <% &1 olEn & 21
(i) T2 P THI TWhl gRT TN W I S & THA BT 9= Bl 2|
(iii) T 9D AP FIRT ARG B T Ao B 0T B 2|
(iv) T8 TAS HHARY FRT T @afd 3 3ifora @ 15 Gl A 9 §Y TS fA9RT & forg vab Aot
¥ gfa JAR B B |
(v) I BeIfadl &1 AR § g9 g aifd Sl T @[ & $Hfse ® I § Targ o 99 |
(vi) T8 HHAR &1 wfasy A9, g d9 enfe & forg srere™@ &1 JRTe g9 § arfd i @ Aogd
= @@ | Sfde fha o 9@ den wiasy f[3f g wsa S @ 9 sfse fhar o w@ |
(vii) T8 9D HHARI & forg IRt Ao [ &1 En @@ |
(viii) T8 I IR AR B Yl Bl faaRa s 71
"W‘I?\ﬁ B A@ID (Payroll accounting)
OGR! 1 AGH AT faiia aid &1 Ud 37 & | SAAP1 B I el Td Fg A1 DI 701

BT B AAGH oG & IR (Afed I PRI €1 S99 Se¥d v “Hoigyl 3l A qe1 ‘9 gl R
B ol B

"W‘I?\ﬁ C| Ql'tﬂ (Payroll or wages sheet)

A B Gl | TS S Pl T Ahd Woigy] Td Yg AGgH D R TS Bl ARM 71 5 a9
FeIft 1 W U AF-U AF I ST B
Hhcl ‘ﬁl{& (Gross wages)

(1) FRIER 9ogd Ugf & sia—asa aogdt ot af¥r @t o\ <=1 9 Ao |
JferRrTa NffgH Sieer o oidl 81 39 A1 93l & w9 #§ @ o1 Al 8-

APhel AoIgl = IR Hoigyl + SifSra difaas
ARV F0g = W99 95 §RT1 S9¢ MY §FA b9 x 0 g1 R
(ATEROT U JfSRTH )
AT Wi = siftr =T x siftRra iifgm <=
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IR0 : TP A% BT G99 956 <9l § {6 SO dREm d 20 92 S fan g forad & Sa+ 4
e AT PR fha 81 A= 2R 1 %o ufddel § wiafd fSwHa gel & forg weRer <1 #1 1 1/27on
WA fasan i R |

siffd o AHa aogdt A yeR BT -
YRV ASIgl = 2088 x1¥o = 20%0
AT WA = 492 x5090 = 2%o

= 22%0

ST NI ) A ) T0ET 9 206 A B S TR0 w®@ife fShier Sensi § 39 dREM SuRay
Y wftafera favan sran 21

(2) PRTTAR A9 9gf & IFFfd—arRigaR Foigd ughl & sria sife & 7ogd 7 Q1 JaR
A € o el &
(i) 9f avg @ Pt AugiRa T A1
(ii) Supr & forg Wea @i & Wy # 9fad ge1 wfid <= ||
Ife siftes Wigd @9 | Y4 1 R AR o A1 S 999 A1 1 o B
9 sffe $ afa avg e e @ 7ol & ol @ @ 99 A9 93 g1 s faan o waar 3—
Ahel AOIGRl = oTeel SHhIgAl B W X Al sh1E =R
Ife i B YATH RS Y §E FRIFER Aoige) Ao 8 @t 0 7orgdl gt 7 1R Aeglt” (Wages
make-up) WM H i B ot TGN TN FREHT SURTI B =TSt Pt AT |
9 sifAepi @1 gfeer gHIfta &R | YA fasan s & @ FuiRa wei 9 guf 53 oM are o/t &1 g
= fasan SQEn | Ao @) i Bt U $9 9BR =6 fby Y Wigd Tl B JHIfud &% | IO dRD D
ST |
PRI —Aog YA AT 1936 7 fAu v el & srgaR = weifadt ot o dah 23—
(i) o/ | IrguRReIfa & ferg Sfan aen weifi |
(i) Fgea afda o we w9 | G99 T g1 @ 9 S @ el F sAfi
(ii) Wt fHTan va 3= glaensii qen Jansit @t gl |
(iv) Ifm Af¥ Bt agen &g Bl |
(v) ATY-HI |
(vi) ~ITATTd AT 3 e JfAPRY B S B F+- | Bl |
(vii) wfasa fAfe)
(viii) ePprR A & gern AR @ forg st
(ix) Sig= 1 Hiffwm & forw s |
(x) PHARY IoT ST IS |
T Hfid B T § Fol FAAAT B IHD bl AN | A HH HR AT T1H1 § TA 59 TR IHDI
T FE AR B T FR <A FRht B0

1. IuGad P B IF DIl D G AR AGGH B T @ d IA 2 4 AT B Ahal g B 75%
4 Jfee 7Et gl =Ry, aft HEfET quf wu 4 &1 SR wu | Eer) |fifodl $1 YaE 31 B forg 3 oRi B 1 3
Temsil A A FHEfE TR woIgd® B 50% A 3w FE B afRy)
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-t TS fA9rT & fow 99 At U U6-9 o6 9918 Wit 21 599 936 AR & fo arafds
Ao 3t @t gd RuifRa siwl | g mar & Wi

OGR! el ¥ wfaftcdt g1 9 a1 oEid JeiHl &R1 &t o Fahl § | Aoige) & a8 aRviE & forg
T3t B fBfaa a1 gfA (punched card system) BT TAT B B |

Ffel TN FHUTi B AP & forg T AR B el A Aol M IWATHI T BT 64 AP & forg
T AP & b S=aRRkes =01 ot ver Jomifad womet 811 Joigdl I & fafd=1 @ i a1 =1 & forg v
# a1 aafawai @t Fgfaa o St @Rt 99 S saRf wie-vite @t |wras 9gd Wh T 9@ &9 8
ST |
99 TH1 (Pay slip)

T8 AOIGR! A DI TP B 8 Al ST Sof LA 8l @il g1 R f, I 9% 5w & forg e |

TR B SRN 7 N1 SIS P AGIGR P AP H aR<fdd P B3 A gd A0 & < @ AR g 1 a9 gei
@1 9oy A @

A= gl
A% P AM....... AR ... =
3if® Pt w=....917 HOIgR! B 3@f.....qd AE
o o
el I 220
ST 20
HEMS el 40
R o B 1
e G s
I W 20
AHA AT 300
Pl :
yfasa fAfd siere™ 20
=
AT fah=man 20
= pelfers 0 T 40
I g Ao 260

fewfordi : 1. Reprd, af €, @ g=il & wifq = 9 & & @t s =l
2. 4 39 b IR A< B 79 IA IGPa AT T3 Yg AR A fAen |

1. BB JGAI d99 9dl 3t Q1 uferd fofda wrl @ w9 § GIR w9 ¥ 1 99 affE @ 99 @1 fQaver 9 wafta
IR B 9 U U RS & o wdban ®



(5) AN S E=Ih+ A9

(Cost Accounting Department)

39 gl [l Tcel Ud 3chel oIRTdl P UhahrUl Ud I dI1IhUl Bl IR Acd N @i
Ay @1 B 81 AN Awied faurT awHg-usel (Time cards), SUBR e (Job—cards)Qd Fﬁlﬁ
diferaistt @ Areaw A fAfd= oraf, Suarafl va ufhaisii 3nfe &Y 2@ ra 9 0T BT B |

AR i faurT 31 a8 N SRR 8 © & a7 s/ =it il a1 srigerean &1 f[Ruivo
PN, AP ITP1 SR AP FeR §T w3 XY foban o1 93 | 399 A9 ERT 590 GF 4 5/9-999 DI g1,
|HA P &4, I7peIel Sl o1 [uRer g ywifia ta arafde a9a & 99 9 9 9Tl fJeesl ) fEr
BT TSl 8, difes 376 fATAYUNHSP Td FHIHD IRy Pl Ta-2ihl S THE @ Sl T |

AN o 39T gRT 3/M St U faaRor TR b o g1 SR sm-are (WageAbstract)?ﬁ:qu
A ST I 1 39 SH-9R &) U fAfdad smafdt & fore SR faan siran 8, o am=ad: aranfes gkl ' 1
$-9R R ¥ Aorgel &1 (fAWrl, SR, SRt ga ufsharsii & STJRIR) faveivor sRga &3l 31 5/ aw=
faaRo-93 1Al HM-R B BR-UP, SUBR-Y5h qAT TII-I5(b e &) FeErhal A JAR fbar S
g1 39 AR w3 &1 99 9 geR 2

Specimen of Wages Abstract (Wages Analysis Sheet)

NO. i Week ending on .................
Job No. 1 Job No. 2 Job No. 3 Overhead Cost
Clock | Hrs. | Amt. | Clock| Hrs. | Amt | Clock | Hrs. | Amt Clock | Hrs. | Amt. Ledger
No. No. No. No. Folio
Total
Prepared by .............. Cost Ledger Posted by .......cc.......... Checked by .....c.c.cc......
3 ot @i faf

(ACCOUNTING PROCEDURE FOR LABOUR)

qRsIf® 93 AR & (Preparation of Wages Sheet)

Ig Ppad fAur a1 RS A &1 Saxeiffia@ 2 g f& a8 affel & wRsufAe o oA & 4
qiRsifAe 951 SR B | GiRsiAE g3 Arafes a1 9iikie SRt A3 @, a9 o 81 89S u9e ar 9ed
U 9T BRI-URT 95 GiRAHe 959 JIR HI1 D YR a4 2|

qiRsifA® et fAfATH (Payment of Wages Act) @9 @t W1 RuiRa wvar & o aRsiffe a6t
IR B S =Ry | wiksifAe W R uilRsife, st R, sifSemren, yars, srEewre a4, W
anfe wftafera g §1 A Wt 7 TIRsifies u= W Sre1-3rerT @l H forell it € @1fd s1fes s dad
TIRsfre 1 R e GF | g9 W B Fed B oire B Suge Wl § uRerie g @i o € o
g | e RS 3 qRsifie serrh s w1 sifdiga I @t o wadt € den 9y <1 af¥ s«
GV ic R
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Ife T i T a3 R fawm &1 emA=aRa R e e g @ Saat SuRRefi o =) fawm
B A T A1 & R 39w A 39 A 3t gt 7 foran s ® o & a9 uiRsiffe saf & s A
BT B &1 AT| TIRSIA® 9 &1 U9 59 YeR a1 1= § -

qiRsif 9= (Wages Sheet)

@ .................. g 3 faf ...............
gfa |qar
gue | gueT ¥ pelfaar I &1
v 37ereT

LG GO Ll
IS S
yfgsg fAfd
IS S

PRI-HFT HoIgR
wfasg ™

AT Ao

Tl /fewe |
A BT A1

1 2 314 5 6 |7 8 9 101 11 121 13| 14| 15| 16| 17|18 | 19 [20 | 21 |22 |23

e 1AM R . 55311 S
BRET TG~H PR A 1 B A L | ) S
GO o e G L | ) T
IR |
5. TAART AN s e

uiRsifAe T3 &3 foftel gR1 TR 5 wirar 21 9@ fofis Swa gR1 {35 o & fog xR o
& o1 fd ureg # @ w21 gg TR e 9-Re 9 f¥ 1 faavor 29 g foren s 21 I Rea
3f® P gzl < < WA & AIfE T8 31U uIRsAE B w9 A, 39D AN DS YA B A A g1
TR TH1 g8 Bl ® & uiRsifies v ) vas 9fd @ uee wR o &t SIRh &, Stel siffies smae uilRsifie
I OFI IE D |

qIR3ifAe &1 fAGRUI (Disbursement of Wages)

TP AP B P TRAHP B The AR Fex wa e 3§ @ & ol 7 o w® 4ife &1 am g
¢RI foredl Te<hl 81 O Udbe siffe ) SHe BIRAF ® 9rH 2 A o ' 1 i f? fimas mfg &
TRIER xal 21 e a8 AT & A1 SF[e1 o & RO »RA afigwmeRa e g1 srguied sifis &
RIS F IFEREN AEy § T Srg-usard R Sif¥hd Afh $1 & @t ARi 21
g% AN § gi|anl 9§ T9E (Avoidance of Fraud in Wage Payment)

ol 9 PR | 8 9adl ©

(1) uiRsifa®w gt § woit AR sarafds a™ s A 9|
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(2) T 4ffF TR e 3t i urg Rdve ge1 2, 1 TR & 999 9P W TS! A F9I BIUP TR
3l ) SulReE e &

(3) uRsif® R 7 o wfafteal wR §t R, SR fb Tera gve, T ifderre, Tord wifaan, s |

(4) STl PRI-UFT TR GR YA fhan S &, 98 St S 781 fban 7w 2, g9 f e e e
SR |

aEgern ¥ 91 @ fou A=fafaa SeafRa et ofye :

(1) AP & HREM F YA BRI THI AT PREM A A THY AHI-9TeAP (Time-keeper) Bl T8
@A AT & 7D 3ifAF dact o € e A5 # Sreral 2 3120a1 3 & v=d R GHY Bl § d1fd
TP e Iuq fasdl =g fAm &t Tera SuRafa BRM &) e 9 AR |

(2) SUYB B! (Job Cards) BT AN THI U=ihl 9 BRI G5(Pl | BT AT

(3) FHI-UTAD! DI BRI (Workshop) H ¥ SR it 3t SuRAMY 3t 701 HI-997 g TR H=-1
=1fRY |

(4) 9T YFPI, PRI-UTT Y=hl 9 SYBR YFhl YR BRI & geR 21 a1 |

(5) SIfRTT Bl HIA Bt WP sifAdl gRT g8l & it A ALY T 59 T H BRAA §RT Th
forfa a1 w9 a-9rerd & 9 A Ay |

(6) ®d & HvSi B dia I 3fAd FREM & T I § 9 SED fou AffeR-13 A w1 kg |
FRUTA ER1 98 93 99I-UTdd & 9 49 S 912y |

(7) TRsifA® At AEET |/ TR B T AR | FRITET B Th FHAN B 59 GAl | SfAD B A,
TIRsIA® T, R & °ve A IUIEH A1, HEIfEl, T W= AT TR FHAR §RT D! M0
(Calculation) B¥® HHc AR Y TIRSIAS AT HIAT AT AT TR FHAN gRT T A Bt A1 B!
TfRY | for wHart 3 9 it B B 8, S6 $M &1 SIReIfa o @ o S 39 Al R o1 e
HY ALY SR fora=n =fY fob SHA o= o fovan B 1 599 U9 99 Al W Ya=ad (Manager) & SRR
BN AR |

(8) foraeit e=If? wIRsiAe & wu § <t ST &1, S S € YFRIfPI &1 AP BIchR Jb A BUAT AT
=1fRq |

(9) TH U Ffda g1 o ilRsfis & IR 986 o @ 93@ sifie &1 aiRsiffs e srerr-
3T fA® B A B Aell H W1 ST AR T2 Aelt § b &1 <RT  forgar 7@ 211 =nfRu |

(10) fore a9 s faur & il &1 TR fa S, SS9 99a S99 fAurT & BIRAA &1 99 wIH
TR IufRerd 21 AfHard 291 =nfRe aif B o aafdd aiRsfdd 9 o |a |

(11) f<t *ft Ton & gop sifAe &1 ailRsife 6l R sifdw @1 € 31 oy TiRsifaw oF & forg
T sifie ot SuRuf sifard Bt =fee | vt @ 9 g 35t < 3 vawre @t s @ aiRsifAe S sifie
P TR W A AT ALY

BRISH B (Idle Time)
HRIEN F1e (Idle Time)—BRIEN B Q d9 I9 999 4 § foraa forw sifie &1 uiReif@e df fAeran
T, W] BRI T Bl 1 A BRI A 8l A 2
(i) facTeht o1 gen s e weRHl 9t ge-ge—sTel M den weiHl # ge-ne @ 9N W sfA® @
9 g T g
(ii) HABAA Hq=—F9T01 HR Fered Tao R Pt R B g1 A IHee Jaa & BROT HfADT DI
|rEft den I R W A 79 uK, @ s 3t [ kb 2
(i) fRPIRE B ARAE—afe fAYFT 3 BIRAT A1 SR b YR | FHIfed &l &R
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4P Bl B 4§ s Bea 21
(iv) SIfP! BT WIFI~I—afe A% B T QYT A R fAur 3 35 o & 9 R {ar 9 9=
qAT P Pl THSM H PIB 9 < Il 2 |
(v) sm-wed—wifert g siffdl & S e B Y&l 7, ST gsdia $d § a1 9 B B 3 A
A &, 399 SAE R A98a gura gs 2|
HRITH BTl DI T AR (Normal) ST 3TATERYT (Abnormal) Bl 81 PREM & gR ¥ fAr § oM,
T foban 9 Tl b Y e, I3 @ Yol Y SoM-REN, T faMT | R faMRT § 99 @2 SieraE @ Ao
B gl B WA faUrT 4 gaR1 OM 4 S WHa < 81 @ 98 AR g 21 AR Briere g1 Bl wifa
TE A ST 3R SN SWIEH-ART B 37 99 &1 i ud s1fad 1 ufd 39 8 g Bt A B 12 %o
AR i 1.50 Bo WA €T IR 31T T MR T4 Bkl & 1 12%o 7-1/2 90 Bl Aoigdl 714 ol SR
3R 9f "er Augd & 12/7.5 AT 1.60 To AR FIRAT |
7oAl @ Te-we |, i A gfd w6 oM |, Surufaal aun siffel @ qw wuad 29, geeuel @
ATIRATE & HROT I3 g Al ot gl wwa w9 @1, sm-Oolt wad qun sifYel @ |aaH sradrer & BRvp
THA B S B BN B, 98 ‘S BRIEN Biel’ ®1 819 (Abnormal Idle Time) Bl-il & 3R S o @
H =€ fowran S SR S SdIed @R B 3T €l /41 S |

AT (Over Time)

AT (Over Time)—3afe s1fAw RuifRa & & "vel A ifdd wrRf Brar & a1 39 31fde guel &l
H 3 g fg B W 1 Iues TS falt SR anew 3 e R BA, e T B9 arel Arnlt @ ST
P, TG4BT AT AADB] D BrH F S AT ST T DI AP ST B D ford Bl 21

I &1 IIRHMAG AHFa 2R A 3fd® Ban 7, 31 SdeH-ar | 4 f 2kl 81 31f9d aH B
A fAffa 9 & fa f @RE 2kl ' 3R AfAe 31 warea ft iR S R

Ife sifRmr &1 aRsfAe $RI gl ot ifde AT, sifel & 3vmE, ArEh @ saEE $ qul STan g
HRI-3ME Bl e g1 B B forg foban ST @ 1 S e 21 B 3 Al o 1 fbeg A} R
Al g AfABl & dorus a1 wfaa (fIorell) @ a= 81 oM a1 7RiN1 @ 3amMe e @ SRl fan 9 R,
A SW WIS AN BT S & HAHT 1 |

IMustration 1.

An analysis of the time card of a worker on a machine shows, that of the total 49 hours, he worked 45
hours (including 4 hours overtime) on production and that 4 hours was idle time due to machine breakdown. The
rate of worker is rupee one per hour, but overtme is paid at 50% extra.

You are required to allocate the total wages paid to the worker between “direct” and “indirect” labour,

indicating the reasons thereof.

T S1ffd & 99 9@ (Time card) & faeeivor & ua1 o 3 & ga 49 wefi9-gvei § 9 S S
TR 45 gu2 (Sra 4 g2 AfRT=a (Overtime) AfFfera § orf fban den 4 g 999 & @RE 89 & BRO|
fAfSpa w9 (idle time) X&TI

S Pl AGGR T ST AR HUET 7, W] AT & forg 50 wfdera srfifRes e fasan e 2

sif¥e @1 < i fBel q\_ﬂ@ P I (direct)Q?i 3UIE 2 (Indirect labour)ﬁ PR T gy fawfoa
PR
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Y 4

SuRery : Ffievur, ifure rRmar fAuriia o
Tq 3Eenyor

(Overheads: Classification, Apportionments or
Departmentalisation and Absorption)

SuRery : ey va gl
(Overheads : Meaning and Definition)

bt +ft Scared g avgal sieran dansi & AU Ta S99 fAaRu W A S arell g A B |
Y | dfer S 2 () H ©RTG (Prime cost) T4 (if) SYR™ (Overheads) | ﬁﬂﬁ’*ﬂmﬁ&am
A ggel AR, Uedel S U9 U i 6 G A Dl Aftdferd fhan i g, Safe SuReri & s
I ARTHL, TS S Ud TS Al Bl [ AN A1 T Bt T3 A D1 Ao fbar s g1
I vIE] H Yg HEl Wl Wbl § & fhf i Swed R g e & sfiRe sy wift =i 31 sulRay
@ AT W W W2 | AR A A, S Sial g & W 3 € 9l | 8 | SuRey & ey g,
AT, 9t =fefRa ol vyt § -

"3uegel AR AR, STUael 37 OT 3cdel [g B AN Pl SURDT bedt & 1”

"Overheads is the aggregate of indirect material cost, Indirect wages and Indirect expenses."

SuRg &1 e

(Classification of Overheads)

IuRedi o1 It U [ HRTFAR, SMRUTFAR o1 Fa=ongar & /fife @ faar o w1

TEATIAR 1 U fa AR (According to Elements or Nature) SuRe @ Hi9 d<a B € - ARl sMm
q Y| I : IR BT TATGAR AV (i) STIaer ARTH (i) ST 37 (iii) AL A Bt ARTl H fban
STt 81 ST &9 9uiF 39 YR B

) AU it (Indirect material)

IS AR & 31 P e ARl IR AR A | SIe ARTT &1 31 Tee B GG | S1cdel ARBh
R 98 AFTET AR § Sl A Bl a1 A $drsal ol faaRka T8 & o |l iR S §1)1 aenfud
31T B9 W I @ o Hael B!

1. “Indirect materials cost-materials cost which cannot be allocated but which can be apportioned to or absorbed by cost centres
or cost units.” —C.LM.S., England
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I AR B S S A HEAT It @ 92 O ScureH | uoe WU W/ wwiRia T8 faan o wan,
3Tge AT FEd § TR vl ¥ g Al i e 7 sravas o §, wreg 59 RAffa Are 9 s ara
#H U HAT T IHBT 3 T AXA el Bl | IRV & Y, T 39 T qTell APhs| & AI-AI FB
T B gaTef oft @R S I, P!, AB HIA BT Yol Il HUSI, Hied, aif-er, A I | A F aGQ
A9 M B forg TTaeasd [N UeM HRell © U] U Aol & AN 3 371 fova11 w1 afafera fasan g
IE HIH BT B Bl B, 36 : g ael Al dedl |

PIS AR Uel € AT IUE-TE Sl B YA R W iR Bt | swe sifaRea v sen & forw
el ARl R S @ forg gwer ARl @ wadt § s1ar AR A1 W | O, Sugad SereRv § da-
T A AT M B IR H et Arnht B [wa © R g8 W sravwrard € f I 99, 97 T A
S $T TIR A1 B |

At #1 el Td smdel RN # iy : ArElt @ SwE W AR aRan 7, w_eg w-a
ArEl o T A 9 99 W i M ATl S @t A B SMYR W W S99 Soue Arnhl o srcas W forn
S B | SRl & folY, T $U & SREM 3 4Rl &t dR[ a3y 1 FRd a1 Sl Gl § cfdbd Tdd IS
TR U UN B aRafds JrA d RgiRa w1 iR wrafa w3 Suarht 78 @ o - J' yoae |annh
B T W 3reael ARl A SR |

Iy Al gemed, e @ farer 9 @ w=f@ 8 9ot §, S 39 fJvri | ugaa saiE @
JEa-arall, Sta-fede @ = Inf |

@) A& 3H (Indirect Labour)

Y M Bl AR A ARGI I AIGH A g Sl AFK S=l I AN 518l o faaRka =7gt ot
AP, RS | ID ERT AN 32qa1 b1 SﬂﬂTﬁrﬁ P S Febell g1 Indirect wages (Indirect Labour Cost)

means wages (Labour Cost) which can not be allocated but Which can be apportioned to or absorbed by cost

centres or cost units.

i oft w1el AR fban o <@ @ Se g B @ for siffie g fby ol gw smweRt sm §) 5w
TPR B 3 W I 9 SHIGC FERIA 3T I, HIRE! AT T H =R T8 A | U 31t 3 Aorg) forerapt
TR B TP SHIS DI Gl AN A R iR S HfA 7, 3wcaer 7oigd 8, 9 TR B B Joigd
FREMI Aed BT 399 T AGD fefidpl TBIE HIA dleil, ArBIER] IS BT 99 | T8 T TI Arffed
wY A W sHERA R [Py O 2 SR i avg 3 A @ S TuE wU 9 aRfid T8 fhar s weanl

3yl 3™ I fada va faawor faurn | ff w=fRua @ Joar 8 1 S 9awaal, HHanRal, Saredl
e BT dG1 | DI 3H YT & AT Ve THHT IMUR A4 T F1 39 &) AR b1 fbedl 31 an faviy
A G fhar o Haer @ 3tear T8 | afe erar fARkerdl 1 aa+ faft faviy Swareq @ forw fear
2l 9l S99 SUIeH &l N | 39 g B {341 fhfl +fearE & Sis1 o daan 21 314 : I W< 9H 2
g0 1t I%1 g s A S|

9 UPR U AN IRUTEd Tar 121 6% WRIHI IR S HRal § A1 a%g DI i fem | gae w9
A [ B gU W SHD ASIGR) IS S A ATG |
(iii) TAYE <Y :- (Indirect Expenses)

IYTY T 4 [ T 9 AFK Dai A1 AN sHisal o faaRa T8 fhy o1 wed, g 57 &R
AN a1 IR IrguIfora fhg o wad 71
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I =i Bl fore ucue U |, GIEA1 | A1 qUf /Y A AN SRl AT SHISAT DI AfeT Tl o [ebel,
IS T HEd B | A I AR[fed HU | AW S R fHU o1 g SR fifl 331 & Scured 4 A
AR RUiRa 3 &1 P e nyR & | g 391 B0 Jefe 7 Sfaa R w & Jear faan
W ® i avg o WE AR §d @ 6 |

PIS VL] Y PRE, U2ma, fapa vd faavur 9 gw=fRud @ 9ad g foreer faavor amy f&ar
21 PIE el I ugel Mt 8 Jhar ® Al S g o fh=il faviy sri & fore fasar g1 9en s« SusH,
S AT T Dl AN | S el e a1 S A 81| SR, RN - PREH & e i
# forg ot ¥ Wy A9y SueRt & wwfRE 8 W gE g M R § | 59 TR 99 a1 R e
24 g, g fll faee ol & forg o 1% wefi= &1 fawmn ua =39 4 € it i 3

iFIﬂ'ijﬂT\'(AccordingtoFunctions) - W?»W%W URIMTH, fa@t g faawor | 3@ : SuReg
P ITed IURY, YN SuR<d f3F) SufRaa qen faaru SuReay d fawifora fban i |wan 21

SuReEdl $1 PRAIGHAR B0 BT REREE Y & @1fes 7e g sl 9 ara [RuilRa @ 5@
T 31~ w9 | ARl R e 8 9@ SR I & faaven wRgd fhy o 9@ | sveae |rl a1 SuRkaEd
B A bR f Fiipa fea w1 e 2

PREMI T IA1EH YR (Factory, work, manufacturing or production overheads) - ¥ 9 R & Wl
& avg @ ScureH @ oy 99 99 W Ugd 9@ @t okl € o9 5 a8 sREH @ 9RO arell @11 5%
PR Af¥=T (Factory on cost, Burden, factory loading) ¥t ®ed &1 37 fA=ferfa & :-
() A& i (Indirect material)

) N, 9d, AT, @’E wusT snfe (Grease, oil, lubericant, cotlon waste etc.)

(ii) B 3R, EISY M B g7, fafay fj;ﬁ'!ﬁ (Small tools, brushes for sweeping, sundry, supplies, etc.)

(iii) PRE™ B BUTS TG oia= AFET (Factory printing and stationery)

(iv) g1, e, Bid nfe (Cost of threads, gums, nails etc.)

(v) 94 arht (Consumable stores)

(@) YUY 3 (Indirect Wages)
(D) DHREM B gD, BRI ﬁ'\ﬁ&ﬁﬁ, Sifol- e iail , forfai amfe &1 Ao+ (Salary of factory manager,

foremen, supervisors, insperctors, clerks etc.)
(i) ©R PR BT Ja4 (Salary of storekeeper)
(i) ArHITRI TG, M a1, BT HIA arcdi 3Mfe Bt AGIGR (Wages of chowkidars. sweepers,

cleaners etc.)

(iv) PREM B HATIh] TAT deb-ld! HATeTd! B BT Td I (Salary and fees of factory directors and

technical directors)
(v) 3a®Te 9a4 (Holiday pay)
(vi) -7 &1 IIRSIA® (Overtime wages)
(vii) AERoT fAfSpa J9a 6t AR (Cost of normal idle time)
(viii) sifaepl @ 9 enfe (Bonus to workers etc.)

(M) MUYE U (Indirect Expenses)

(i) PREMI ¥, e dell 7304 Td Hodl ARl @ Fd=d &1 9491 (Insurance of factory buildings, plant
& Machinery)
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(i) PREIAT 994 g '{Lﬁ P T (Rent of factory buildings & land)
(iti) PRET Ha9 | TR "gﬁﬁlﬂ?-l PR (Municipal Taxes in respect of factory buildings)
(iv) SIfAdl B BT qAT B0 TG (Worker's canteen and welfare Expenses)

(v) PREMT ¥a+, ©re gl 7304, IR Nfe &1 &9, 7R¥d Td 3@-¥9 9 (Depreciation on factory
buildings, plant & Machinery tools etc. and their repairs and maintenence charges)

(vi) AFR1ET0T TE S P, SUeH & WIS =4 TN $1E71 Hrafed &4 (Experimental and research

work, designing expeneses for production and drawing office expenses)
(vii) 9ifdd wd =9 (Power and Fuel)

(viii) IETTT < AT HIUET AR Bl T I | TR WM R o O & 379 I (Stores expenses
and other expenses incurred in handling of stores)

(ix) ATATRTD e SIS, S HHAR) oA 9191 f9H @Y 3ee (Contribution to any social security

schemes such as to the Employees' State Insurance Corporation)
(x) PRET HHARET 6t wfasg fAf | 3™ (Contribution to provident fund of factory employees)
(xi) T sifApi P 9feror 39 @t AT (Cost of training on new employees)
(xii) PRGN B YBT T 99 4 (Lighting and heating charges)
(xiii) @S T ARl W gaE 23, Al 39 @@ B Jrnlt o darE A T8 ST R g1 (Carriages

inward on materials purchased, if such carriage has not been included in the cost of materials)

(xiv) PREM & eI T (Expenses of works' telephone)

PRI qa UeA SuRag (Office and Administrative overheads)

Iz "fdit e @t AT RgiRa S, 167 @1 |eareq S, 7 fEaist &1 = w3+ @) 98
AN 2 Sl Tae w9 3 6 srgaum, e, S, fAavu ve g ari & awfRa 76 517 3 - drfed
Td JRIRT SURSAT H Y@ Td JRINIA® dHaral a f¥eRal $ faan & aaq= den gfawmnst & are
wftafera 21 39 e & sraia A= = i |
() sva& ARl (Indirect material)

(i) AT BUTS g o< |rft (Office printing & stationery)
(i) ap1s B forg eI, SR anfe @ arIa (Cost of brushes, dusters etc, for cleaning)
(iii) ST fewe Td 9 (postage & Stamps)
(@) 3Ya& SM (Indirect Labour)
(i) Brate™ yaerhi, ferfdel Ta s wH=nRAl &1 aaq (Salaries of office managers, clerks and other

employees)
(i) 9I-Y NEIGEIE LR (Salaries of administrative directors)
(iii) 3TbeToT B (Audit fees)
(iv) fa<ia a9 aETaTe 3nfe &1 a9+, W anfe (Salaries, allowances etc, of cost accountant and

financial accountant)

W) Eb‘Ffﬁ HAATBR B I+ (Salaries of legal advisor)

1. It is "the cost 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."
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(1) MY [T (Indirect Expenses)
(i) Bt f=m, dR-HR g i B (Office rent, rates and insurance)
(ii) BTaferd AT, T TA FBIS (Office lighting, heating and cleaning)

(iii) DT WA+, BHeR dAT SYBRUT B F a1 AT ga (Depreciation and repairs of office
buildings, furniture and fittings)

(iv) EFFfﬂ Y (Legal charges)
) 5 g (Bank charges)
(vi) AUR & < (Trade subscriptions)
(vii) fafdy srafe™ =@ (Sundry office expenses)
(viii) Tel®IF &g (Telephone charges)
fasrg 'QEI faa~ur SuR=m (Selling and Distribution Overheads)

b @ AR & i1 Y Y TS avg P Ao B foll TR B A UR™ Bl § 1 SIS Y @eft M=
B GIRT TART H A A a9M IR FA gt 2

faspa SuRaag (Sales Overheads)
() sva& AR (Indirect material)
@ ¥qea ﬁ%ﬁ (Catalogues, price lists)
(ii) BUTS Td a@q |l (Printing & stationery)
(i) faspa @ gwfRua s fede T 9 (Postage and stamps relating to sales)
@iv) 9 P AN (Cost of samples)

(@) 3TU<T& ¥ (Indirect Labour)
() fasma e, forfddl va s HH=Ral &1 a9 (Salaries of sales managers, clerks and other

employees)

(i) faspa wfAfAfeal Jen ga-ia ufafAaferit @1 9= 9en &M (Salaries and commission of salesmen

and technical representatives)

(i) faspa R <M 39 9 HATAD! B BN (Fees of directors who pay attention to sales)
(1) MY [ (Indirect Expenses)

(/) fasma= =1 (Advertising)

(i7) §d< RUI (Bad debts)

(iii) faspa ?i[ GPI Pl fovman, <R g 9 (Rent, rates, insurance of showroom)

(iv) YT 9l w1 B forw fdu U EFFf-ﬂ Y (Legal charges incurred for recovery of debts)

(v) AT LAl RS g (Travelling and entertainment expenses)

(i) TRAI B RATIAT B T (Expenses of branch establishments)

1. Selling overheads constitute "the cost incurred in promoting sales and reatning customers" while distribution overheads
constitute "the cost of the process which begins with making the packed product available for despatch and ends with making the
reconditional returned empty packages available for resale."
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(vii) TSR Hed D1 AJAM N P FY TA1 & forg 571 9 fS&msa anfe & =3 (Expenses for

estimating tender prices and drawing and design expenses relating thereto)
(viii) T-Pjﬁ Ao B A (Expenses of sending samples)
(ix) dINIR SF:BWF-I qY (Market research expenses)

faa~ur SUR=™ (Distribution Overheads)

() STUT& = (Indirect Material)

(/) Ufe | (Packing material)-fSs, =9, ApY, TRA enfe Ft A |

(@) '\jﬂﬁ‘"ﬁ M 7@ B G | A9, T¥, B gﬁ 3Mfe (Oil, grease, spare parts etc. for maintaining
delivery vans)
(@) IUg& H| (Indirect labour)

(i) MeE™ HHARAT BT Ia4 (Salaries of godwon employees)

(i) '\jg?f"ﬁ M B ATAD! BT I (Wages of drivers of delivery vans)

(iii) BT BRA arel dean '\j'g’cf"ﬂ forfast &1 aaw (Wages of packers & despatch clerks)
(1) STIT& I (Indirect expenses)

(D) Afp =g (Packing expenses)

(it) Me™ g (TﬁETH fman, Eﬁ'q'l, B, 9¥¥9d Ife (Godown expenses rent, insurance, depreciation,
repairs etc.)

(iii) wrsT, At w §T~I’I’5‘ AT I AT G (freight, carriage outwards, and other transport charges)

(iv) g9 M B TE@H T TM D A (AFA g QI A, N IAMMR) (upkeep and running
expenses of delivery vans, repairs and maintenance, depreciation etc.)

(v) fAfffa w1er @ wB=a | & (A1 71A) (Shortage in stocks of finished goods)
(vi) IR BT 1 = (Insurance in transit etc.)

(3) JTERYMYHAR (According to Behaviour)
JTEARYT 3eral gRacadl (Variability) @ R SuRed o1 Wl a1 ReR (Fixed overheads) ka4
(Variable) 91 31 URdG-1 (Semi-Variable) 312rar 31ef-=rfY (Semi-fixed) #§ fawrfora fban smen 21

(1) WA SUREWI (Fixed Overheads)

R IuRery g & &) fb Scure= a1 e &) v § aReads 2R R smwifad ved E1 A SuRRery a8
I E, SIS 3 SR A1 TSR 89 R T W1 D I deerd el €1 A g ‘3r@af (period) W iR
B €, SeH 9 A 8, 97 : 391 ‘3af AR (Period Costs) ¥ Padl & | SeTERvl & fow, waq &1 fwnn,
HHARAT D1 I, IS | THB A1 & FHITRT IR BREMET Y= P1 fhRrn 21 € gsa1 & 91 S 918 S
fa € gon 21, S yBR A1E B T TR A9 <1 ) IS § AR PHARA] 7 fha € 1 A g
HIE Teb 3afd 2, 3 39 A AN ded & | ARY SuReEay & IR0l &:
(31) PrRE™ § wElRE

(1) dREF YA 9 ¥a=i &1 R g s

(2) e, /e, wae, nfe & €1 = |

(3) wIve, EF 9 WO Bl g¥, STel 8 3afY & il 819 9 a1 S &
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(4) BIRAA, FREMT Y6 TAT 1T Al Bl FHI B MR R 341 H arelt da- |
(5) Yol =R 1o (Ife 3/ ARTA BT [T AFT W) |
(3) P Td U¥mEA A SR
(1) ¥9SR 91 PrRITeTd HHATRAT BT da |
(2) Brafer wa+ &1 e, g g S
(3) 30 = il A & JFAR HA A 5-0r b AivleR F1 99, 159 9eiF &1 AR 7 &9,
SABIF & ARG g, Bty weleR, fhfd a Suymz &1 g, 3nfe|
@) f3h) 3 AR ¥ w=fRe
(1) =t pH=RAT &1 Aa |
(2) faast prafera srerar Miem™ &1 fRrm T g™
(3)§gé1ﬁwr%ﬁ (Delivery vans) <11 faurta wetR, fbfé g Sumrvl @1 g |
(4) AT 8 & @R g |

Wi =i A faeang

(1) =R SuRel & T favdr g 2 fb S 91 R 3@ Ul S&1E e d Bl Sirell & e
IS B Bl ¥ R gl offdl 2 1 911 oiiforg, RN SuRerdl @t «rd 2,000 . g1 afe 100 sarsal
Iifed $t ol & S ufd 318 e 20 %. 2Rt 3R afe Ire gg@R 200 SHTE @ Sl © d ufd sars
Wt A 10 . 8 | 9 SIS AR aaori 8, Fof AR g & R

(2) R SuR= T fAum & wdar Wil 8 & 7 1 Aft @rve a1 v @ e 91a @ forg e
R R o @1 i SuR=El A 4 G =@ ¥ 8 9K §, 99 fb wrd sdaiRal $1 g fAami |
RIFIRG &R a1 91, a1 faurm & vaa 31 3@ f&f R ol # SwEr A arn o, snfe @t Refa 4
S99 fAur & Wl =g $49 8 o« 2|

(3) T SulRera wdat gofcan th o & 7 e ¥ 1 Ea e on g ® fF A ve < | & ek
IEd € 3R g A1 2-Ive &) Bri-eTHedl | Ue ) Bri-eTHdl Bl 9o IR R d 9¢ o ¢ 3R 98
T WR W e Wl ted 21 59 99 A - g @ swwta e fan w2

(2) 9Rag SURSE™ (Variable Overheads)

uRad-Na SuRera 3 & o1 f& Scares 3t 71 & g gurd | uRafia 2 21 Sdures A gea
R 9§ S STUM ¥ ged § A HH 8 W I YU H HH B T | 1 Udel aRaddA (Dircet costing)
H 98l AN (Dircet costs) Bel ST 8 | URad-a SuReudl & Serevvl § :

Iycgel ArRR, Irucael 3™, $Y 9 vIfdd, UhTel 9 994, I, B AOIR, R & I, STh Y,
RIEN, Infe |

fast 9 faaru & a7 4 A =g QA 9 AR ) 70§ F=fd @9 2, i QA @ 9g9 7 w9 8
& U H P 9Gd G HH T T | IETEI B
4fdpm =@, AR mSEt wre1, guEh Ml w wRecd+a =3, anfe

et 2™l @t o AF[ A= S U | uRakia Bkl g, R 9 $PTS A d8 T § 1 a8
fRrgia e =i & fagdia 21
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Il g uRad-ia SuRerl @ o W = 2 & fb el sulRedi @t fat e ot <<t & Sraf
uRad-Na SuRedl ot ga arE snguiiis wu ¥ aRafda axcft 71 = o 4.1 94.2 3w

8000 1 8000
% 6000 s 6000
oc o
=z =
— 40001 — 4000
w w
(@) (@)
2000 2000
0 100 200 300 400 500 0 100 200 300 400 500
UNIT OF PRODUCTION UNIT OF PRODUCTION
=3 4.1, = 4.2,

o 4.1 It IuRe™ 2,000 %. & St {6 3 | 500 3H13A1 a6 a8t & 21 o 4249 wrdt g &
1 gRadia SuRey fewmrn T & & fa SeH Jeq WR guIfde w4 i Jodl T

STl 9P UfQ SIS AN &1 FHY 7, S 981 R Rl 7 ufa sa1s &H a1 e g wdfd
IRad- =g ufd seE 98 YEar § S b - @ arferer | W @ ®

yfa sarg IRy
so15gl @1 | gRadeflar | vt &g | g uRegy | aRad=efia | vl & | go aReg
=7 g =g
100 800 1,000 1,800 8.00 10.00 18.00
200 1,600 1,000 2,600 8.00 5.00 13.00
300 2,400 1,000 3,400 8.00 3.33 11.33
400 3,200 1,000 4,200 8.00 2.50 10.50
500 4,000 1,000 5,000 8.00 2.00 10.00
600 4,800 1,000 5,800 8.00 1.67 9.67
700 5,600 1,000 6,600 8.00 1.43 9.43
800 6,400 1,000 7,400 8.00 1.25 9.25
SRIT JE Y@ § uegd H wi E 20
8000 18
7000 16
14
6000
@ ;12 & 7T
= 5000 % i q
¥ £ 10 | T
= 4000 S, e
2 ’ e 8 - =
3000 @C‘%% E . gROdAE SR
b R
2000 4 &
1000 2 \CET
B4l = 0 e = —
o 100 200 300 400 500 600 700 800 0 100 200 300 400 500 600 700 800
STl

fra 4.3 fRAf= g e REr gul o 4.4.9f s e REw gui
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3 a#—trﬁa?ﬁh SuRey (Semi-variable Overheads)

I SuRery Wt 9 uRed g SuRewrl &1 fen gon wu B 1 I% oier: Wit g 3iera: aRad=a g
T 39®1 3 g% & & 391 e 6 91 @ WY UE i gRkafdd T8 gar & Jafe R 9r1 uRafda
B B | ArArgaan s ft AR gofaen it s geiaan aRkd g w8 @i 7

Irg-uRaca SuR<ml & rg-vmrlt SuR=y Wt Per Sirar g1 39 241 A § 3 3R T8l € @,
afe =@ o A8 ¥ Wl 9 aRad g A d A S B A1 U AE -l el I 31 39 UK,
STl aRad=a v il @ Af9e Bar ® @ SN Irg-uRad-a w1 S B

Ig-aRad g SuR=y A= yaRl @ 8 9 & :

(1) IRT <9 U W1 9 & RIRD I8 & 31AdT Ive Pl el 9P & WIRY v 8, SUP 91 95
S € | 91 <o, v dREm ufd |78 500 Asfdba a9 @ Afdd asfeal @ |4 31fde 81 «® I8 a1
faban iran 2 fb 800 wrsfdbal ufd we a9l ol | 591 forw witve &1 fawRa s3=1 8 ar afafRke wive
TR 9, AfAR™ a9 &) mavadal gft | 3d: RN SuR<d W ugal 9, 9 9¢ S| afe i
SuReT ggat 4,000 . A a1 9 36 6,000 ®. P A W v JF1 96 ReR I8 Ahel 8, A wIoe 3t eral
A AP IUIET BRA IR IE fhR 9¢ Habell 21 3 AR Bl oA 4.59 4.6 9 yefHa b = 2

(2) B SuRY Iwred w1 # gRacdH g9 wR gRaffa @ g9 8, w=eg S 3rgu # 7| ¢B
forg Rer &1 oI 71 s wrwfl, Srcuer 571, ARFAG 9@ JIREVI WR 24, I S ITERVT ¥ | SIE
IRa I TR T B St o 4.5 4 fe@mrn T & u=g 9N 8 @ S R 4.6 % welRia faan
TR

8000 1 8000 1
&
@ 6000 @” @ 6000 @0‘&
z | RS =z \_\1&3\@
'é 4000 & 'é 40001 oo
© 20007 © 20007
0 100 200 300 400 500 0 100 200 300 400 500
UNITS OF OUTPUT UNITS OF OUTPUT
= 4.s. =3 4.6.

(3) {B A< T B § W & A suReEl & we w9 9 s e & o f St @
a1 forrd fhvrn a1 it <7 gar § J1 Harel (Calls) B 9Rad-a 71 | arot fbar Sian 81 I 9 d
facrelt @ url & faal 9§ Urf St @ STl fhvran i e & Jn SuH Bl Ui SHE ex | AT fhan S
gl

(4) FB N g4 @t A B IF-uRacdTefic g A ¥ | g 99 @ G g9 9 9 9w B
ISR | BT 2| 9T D YR W 9 QRN SuREAy & Tafd STAR & YR W 39 IRad=1a =1 Sra
gl

4) ﬁﬂa"ﬂaﬂr\' (According to Controllability)

(l)ﬁ'&'—_aluﬂ'q IuRa™ (Controllable overhead), I

(Z)STﬁ?]r_alUﬂ?] SufRar™ (Uncontrollable overhead)

Aa=rita SuRay 3 & o aa @ =l o faftee < &6 fFaist @ Ra=or 4 o) 1 w3 |
IAR=T SuRey 9 SuRey € o f e fafdre aafts & fearet @ Fafa =8 B3 o 9ea 21
AFTGAT R g U B € RO 2B W T8, i S9el w9 T fhar o "edn 71 338t pRup
A &bl P IAFFR TR AT it w1 o & a9 aRad-eia @i @ Ra=fta w1 o 2
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JMEERU 99 q Flﬁ'ﬂ'l (Extraordinary Expenses or Losses)

Ife B ITTTE T IR U 4 B B & @ Sl Scdred uReaay § wnfie 1 #r uReay ov-giv
T H & ST =T | afe S9! S uRey § afafera &x faan wian g @ 9w & s =@ 8l
IR 39 UPR o AR | 4T A SH UPR B 3G SIS o AR B gAT TE B A T | AR
2 9 g @ fA=fafaa Sarevv € -

(1) 91e 3 &fd, (2) «ive g’ oM A 8, (3) SN el | BIg 9RY &fd o, 311 o1, w9+
F1 eI, ST |

IRl BT IS (Apportionment of Overheads)

St SuRer it v a1 are o 9 Tue ©U Q@ g 16 B €, S arguifase & @ fafas
faari g b=l 9 sifRnfora fabar ST 2 1 fre &1 Sier SuRe™il &Y S9 aHRa Sdred =i, fafert don
fauri # dfe | g & Rl & 379 SuRedl | o uga <=1 81 S & forg, vl & SuRe s+
TR Sured Bl § AfAurford fbu SR o fab 591 <3l 95 aerean | Sare fhbar o <= 21 s, i
T, U. @A A sH Frafafaa < 9 aRfla fasa-

" @ A= 3= 3 Rl |4 =9l @ A 48 @ sguiie wu ¥ smefka w9t
AW BEa B

"Cost Apportionment - the allotment of proportions of items to cost centres or cost units."

IuR=al &1 fAurhasvor (Departmentalisation of Overheads)

SuRerdi &1 wufda a ot 9 B31 & gvar fafi=1 Iee=-fawr sif| @ra &==1 (Cost Centres)
¥ 3P ST P 241 =fRA | AN D<= &1 YPR ® B & SUeH be (Production Centres) G2IT 4T
EW(ServiceCentres)WWﬂRﬂﬁEﬁWﬁﬂﬁﬁﬁ%\llWWW:?ﬁWHﬁWW
I Prel Bl SIS H HERE <4 €, SN SRl (Store),ﬁﬂ?ﬂﬂ'\' (Powerhouse) BRI (Workshop)
an fAteror wratera anf |

WEl @R B U € 8 ¥ 98l SuRedl & gem 3 1 ARy v w9 Bkt | wreg oiE e
I 9ol |Al B B ®, T8l 39961 [Aurl 7 Jeart smavas 8 o § 1  SuRery fafts saree
faur @ wafa 2, 9 S swarad &R A o &1 Jar A & SuRard o Wi Saare= fayri 4 dfe
e wiren 21 g fAwre da1 o=l g1 fafa= ScareA Qv g sifta @t 1€ Aarsit & SnuR W B 7

SuRagdi & fafa= faur # dieq & for fawrtia SuRew ¥R AR B s &, /g =0 =

fawrily suR=m R

(Departmental Oncost Abstract)

gl

AwITE /A |HIfed fafd (Week or Month ending)
g P71 fadqwor | Ao Jear &7 3R vl g PprRIferd g | fA®g g fAaver &g

(Particulars (Amount) |(Basis of Allocation) (Factory (Office (Selling and
of Expenses) Expenses) Expenses) Distribution
Expenses)

A|B[(C|D |A |B|C|[D A|B|C|D

IR Total
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SURy & fave 3reEr fRwrfiavo @& R

(Basis of Apportionment or Departmentalisation of Overheads)

IuRegdl &1 Ire a1 a1 fAur § fawfora wvA $ A= A am 3 o€ ol €1 379 A '
3t s Al @1 gAT fhar S | €

1. W& MR (Direct Charge)- 59 &1 fa9iy SuRey fH=ft fa9i Scures favrr & wwfka S g, a@t
IFHT YR S R ST 91 & IS fAYRT &1 9 206 Hex @ a1 vfdd a9 Udd 1 INe-37e T Sid &
SR | s YR faurta Rdlee! e sucae el anfe udie favr & s1er s 8 21

2. Wil @ Yo gea @ SR @R (According to Capital Values of Assets)- &l SuRe&rd wa+ @
e | R 8] § O a9 T Wi &1 g 99l R &, 9 anfe S fafi= favri & wa=
wIe @ Yedl B U A dieT ST Fehal F |

@3) fRvria aawa & AFAR (According to Floor space Occupied)-UTRI (Lighting) 199 (Heating)
fb=Ta (Rent) den arrgee G (Air Conditioning Expenses) fafa= o & &=wa @ 3rgard ¥ e o
HHd £

4) faurfia sfael & Se @ U | (According to Number of Workers)- Sl &g uffpl B T
A g4 g % S M HA-I, A9 G g (Time Recording expenses), A fasmm 1 =29,
da =, S A= Rar § a1 $39 ara affrel & srgura § dfer o W B

(5) fvria 'Wlﬁ'a @ IMYR W (According to Departmental Wages)- R SuRerat & fafa= fawri
D F TS A B MR TR At Gt A1 qHhe 7, ORI sffd] ot afigfd, i difem, srar e 29,
NG BRI &g I |

(6) UCaEl M B SUIRHA P HTl B IJUR W (According to Production Hours of Direct Labour)- ®®
AR &4, S’ SREM © Y99 g TR &3, rfduri aReagd @3, TaR @ Siau™ <@, ifeRed
AR (Overtime) 3MMfE H1 fauToH yAS fAwm § &d & Ot ot 9@ |/ w31 IFRa 8|

(7) AP 3!3"|Fﬁ D IR ® (According to Technical Estimates)-®® IuRAl &1 dearT ddh-ia!
I B YR W fban &1 [eban 2, ¥ 919, 9 9, fAsrelt onfe 31 Sua, afe favr & sre-srer
Hrex 8 = gu E1

T go ug@ SuRadl o [ Swured faur @ sguifo 31 & uR &1 Swad fhan 1 <@

gl

g B 9T SIS fAUFT 5 SIFATSTT BT TR
fb=ran a # IUTE R D & IT IUTET P& b AR
e v fagersor g
Jveael ArTlt @4 v fagersor g
®R =4 i areh 9t 7 @1 I © IgER A1 s

HAOIGI AR B IFAR

q19-2gyg -8B B JFAR A1 fAUFNT T%a evagarR
a1 wifad, Siel wifas e arg wifda TRIRT AATGAR (I 31eral arRsifae)
AN PRI g A& TG & AR
aogdl fawrT 9 wwa fvm & == favria sl @) TR a1 ge aoigdl A & SIgAR
HAUBRI BRI R T AP Bt FTTAR AT AR AR B FTAR
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g B 9T SIS AT 5 SIFHUTSTT BT TR

THAIR 9 ucdien A9 ® > w<ael fageryor (I9 g1 9)
hagl fafdy == Thel S0 & AR
R TG HAATTAR
RCE I N o i Y-AFhd B ATAR
WIS 9 AEHl R qI-gN fawria w9 @ weiHl & Gol-qeargar
afq & :

() & AABA B ATAR

(i) w@= Ta dooll Yot Jeargar

(i) W R g AP B JTAR
faorett = :
(i) afda TG AATGAR
(ii) wreBTeT YA AR A1 b B AFAR

PRIMARY DISTRIBUTION OF OVERHEADS

IMustration 1.

U B B IR AT & o8 9w, @ den < Sares faur € aon ‘St e Jar fawr 21 349 v

A GG 3 918 3 3afd P are A UeR @ -

A company has four departments, out of which A, B, and C, are production departments and D is a service

department. The following are the costs for a period of 3 months preparing to these departments : Rs.
Rent (f=ran) 1,000
Repair (A¥F<) 600
Depreciation (gTH) 450
Light (SrepTeT) 100
Supervision (gddetor) 1,500
Insurance (¥4 500
Employee's Insurance paid by Employer (91fetes §1RT gobran a1 H¥=nRal a1 §) 150
Power (Z1fdw) 900
IR faurn & F=fafaa snes ft Sua & :
Dept. A Dept. B Dept. C Dept. D
Area sq. ft. 75 55 45 25
No. of workers 12 8 6 4
Total wages Rs. 4,000 3,000 2,000 1,000
Value of plant Rs. 12,000 9,000 6,000 3,000
Value of Stock Rs. 7,500 4,500 3,000 _

4 AT ggfd gR1 arTa &1 faf= favr w sifdreE Sifom

Make the apportionment of the cost to the various departments on the most equitable method.
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Solution :
Departments

Items of Expenses Basis for Total A B C D

Apportionment Rs. Rs. Rs. Rs. Rs.
Wages Allocation 1,000 — — — 1,000
Rent Area 1,000 375 275 225 125
Repair Value of Plant 600 240 180 120 60
Depreciation Do 450 180 135 90 45
Light Area 100 37.50 27.50 22.50 12.50
Supervision No. of workers 1,500 600 400 300 200
Insurance* Value of Plant 500 200 150 100 50
Exployee's Insurance ~ Wages 150 60 45 30 15
Power Value of Plant 900 360 270 180 90

Total 6,200 2,052.50 1,482.50 1,067.50 1,597.50

*It has been assumed that the Insurance is related to plant.
Illustration 2.

International Motors manufacture crankshafts for jeeps and trucks. They have furnished the following
particulars for the quarter ended 31st March :

Rs.
Materials 2,98,000
Direct wages 42,000
Stores expenses 20,000
Machinery maintenance 4,600
Depreciation 22,300
General expenses 12,000
Administration & selling expenses 30,000
Additional information provided by them : 27,000
Jeep Truck
1. Production (Nos.) 300 400
2. Material cost ratio per vehicle 1 2
3. Direct labour ratio 2 3
4. Machine hour ratio 1 2
Calculate the cost per crankshaft, of each vehicle, indicating the basis of apportionment adopted by you.
Solution : (I.C.W.A))
Particulars Basis Total Jeep Truck
Material M.C. Ratio (3:8) | 2,98,000 81,273 2,16,727
Direct wages D. L. Ratio (1:2) 42,000 14,000 28,000
Stores expenses M. C. Ratio (3 : 8) 20,000 5,455 14,545
Machinery maintenance M. H. Ratio (3 :8) 4,600 1,255 3,345
Depreciation Do 22,300 6,082 16,218
Staff welfare D. L. Ratio (1:2) 12,000 4,000 8,000
General expenses Do 30,000 10,000 20,000
Admn. & selling Output ratio (3 : 4) 27,000 11,571 15,429
Total 4,55,900 1,33,636 3,22,264
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I 5
IS I SUIGH AR AEIh+

(Unit or Output Costing)

TaTa! IR AR @i 3t a8 I & okl SIS & Y ¥ e DI T3 awgali o e drF
S BR1 @ foI TN fhan S @1 39 @R ggfa 1 ST ¥ SE § fhan o 8, STE1 U € 9eR
(Brickworks)(ﬂ'rﬁGﬁﬂﬁ?ﬂﬁﬂfﬁ?ﬁ?ﬂﬂﬂ%@?ﬁﬂﬁﬂﬁlgﬂﬂ?m(Perunitcost)qﬁﬁ
faaed, ufa eoR, ufa Mex, ufa fhaum anfe Reem @ sravasa vt 21 = v & vl 9, <18l v
8 TeR B awgd forg faft aRoma a1 sa1E & w9 A =gaa fHan o w@an & Saifea ot il €, 981 9
THR B AR BT TN fa S 71 So IR0 TS B AR A, "I TG S IUHHI B IR Bl
& S Bact FHIOIE 9% (Standard Product) T IeUTEA B & AR oI BRI Ied1eA ot T w@rifdes sars
Bl 8, Foraa o a1 aReqa @t o 5t oIl 217!

IS R &1 favayu

Wﬂﬂﬁﬁﬁﬁ?&hﬁ(Components)?ﬂa'uﬁqgﬁﬁfmmﬂﬂﬂ%,ﬁ)—\"lﬂmﬂﬁﬁﬂ'@lﬁm
W 2, e S MR W & Gl AT aA1 9 IS AN BT 4 8l 81 S B gl $Y e
21 9 ¥ dfer Siar € uae I (Direct expenditure) AT Y& AT (Indirect expenditure or On cost or
Overheads) | 9081 &9 3 B & Wl A¥ea w0 @ Iifea =g & faeiy s R fad o &1 fasft avg
P IS I § N a1l U8l I I<ael Arsht (Direct Materials) 9<g&1 II IUIGh Hﬁ@ (Direct wages
or Labour or Productive Labour) 921 31 39A& I (Other chargeable expenses) B B Uael qal Bl
SIg®H A ARTA (Prime cost or Direct cost or Flat cost or First cost or Basic cost) ATG[H &l SIRi 81 31el
21 BT A A AT IR DI TAD IHIS A el Sl d T FIF I IUHA B forg Bl g1 Hagl,
P 9 fas & Ar[fes Y e T BN | IS I IR 9K B TP a1 ) [Afvea
el fd O 9P, I S Bl T B onuR W g B o 71 ems g dRE Rt
(Factory expenses) PRI awh (Office expenses) Tl e Tt (Selling expenses) B g1 ﬂ'ﬂiﬂf
ST (Total cost) IT 3IF<TH AT (Final cost) ATA &3 & forg i wwaet 9 smcuel =l &1 o e siran
gl

ﬁfﬁiﬁ@w(Objectives of the System)—?fcm's‘ 31d1 me-ﬁﬁgmwﬁﬁﬂﬁ%a@?ﬁ
Wi 1 T feva @@ ge s SR B
(1) SwEd gRI =N waafd 9 < {6 g Afdea 2kt & (O, aranRs, wifte, 37Rie enf?) fAfdfa
AR FHISTI Bt Fol ANN Td AR $HTS AR S0 B 79 |
(2) 9 SHTE AR Ta aFG & fafi=1 el & s=ia (SR Ja N, SREMT AR, S drTd
T4 el AN JA1Q) 37T dTell AR P 149 H &g |

1. Single or Output Cost System is used in business where a standard product is turned out and it is desired to find out the cost
of a basic unit of production —J.R. Batlibai
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(3) WFM & TS Ted DT Fol AN A TRIe S & FY H T+ RAMYT HIA 2, b <Tedl DT FIROT
NI A B 9D |
@) fafi= a7 =R {53 A IR $ AFF ] BRI, AMfes ITD1 JAAHD 37ea faban o 9 @
g Y1 R S 9o & Scares anra | uRadd=i @) fen @ 21 va 89 wR fw fag e w=
fAa=u1 B B ravadr 21
(5) SN/ &1 gagaE e Te [Af¥ea amn 4 @ sifor a1 3 fama gea @1 RuiRor s e
sy # {3 oM arel Saures sl & fAfder & (Tender Price) ®1 UR&e™ w31
R & 9 (Elements of Cost)
TS IR | T ARl &1 dféra fad=sm A=fefe ® -
arEh (Materials)—S9aRT P AR B A= T SR qa Al AR (Materials Abstract) g-ThR T
H for oiman &1 < wrwht vveR | i & ol @ SHe qeaie Sfa snuR @R fasan s 21
¥ (Labour)—3MTIeIhdTTHR favamo = (Wages Analysis Sheet) TR fH o & aOfd gxae g
UL 31 B FY I(TT-3T o4 fHA o 6 | Tel dR f4=-f4= Suaprf # =g g & a=1 Suarl gz
(Job Cards) ¥+ @} TaegsHal el el 31 URg Il I8 drd A= v a1 Suwpraf # qer gan @ 3R
TS AP P Bs [AUNI AT SYBR]T GR BRI DAl TSl 2 O a8l SYBR qg1 &l Aaeghdl gkl & dife
IS9P WErEl | giRksifAe &1 fAfa= @ suert | Sfea iAo faa s 9|
Wﬂm(DirectExpenses)—Wﬂ'!ﬁQﬁmiﬁmwﬁ@@mﬁﬁ%ﬁﬂéﬁﬂ qY
PE S 81 91 A1 &l FF-H WY ST A el 8, 3 39 &l dl Wl IRI9-93 JAR B aHfad
TG SHIS Dl ATot B AT ST
YRS (Overheads)— s w9a &1 uReay sa fban e B, S+ 990 | 9HfRua SuRey faxha
G 9 HERT | T YD S B e R fan e ¥ 1 §5 =9 W AN E A ad B 3 B9 @ qd
S TSl 8 e €S9 3l B af @ 31w A JrgA o forn ST ® 3R 9 Sfd snuR wR sifdwifi

PR A 9 1 S A IR A © 98 fUed a6l @ =g @ YR W S § 3R ardfds a9 B
SRR FHI-HHI R IfS Ay o4 gedl 2, 1 S99 yRad= &= fean e 21

§O el A= W@ AP IRBAT

(Some Important Terms and Their Calculation)

(1) wanT & T (Ega gﬁ) |t @ AR (Cost of Material Consumed)—eRTA-95 IR R 9
I9 3afd A @ud o TE Arnlt @1 o, N wwg e @ forg are-ua AR fan on <@ |, e geR
S fban <iran 8— (Rs.)

Opening Stock of Raw Materials .
Add : Purchases of Raw Materials .
Add : Expenses on purchase of Raw Materials as Freight or Carriage, Octroi, etc. ~ .............
Less : Closing Stock of Raw Materials .

Cost of Material Consumed ...l

Ae—af < ARl (a o 15 Jrnl) § 9 g8 el g™ (Defective) 89 & HIRUT a1fUd R <
WA B 3@l 99 S Wi g 3RE Afhal & SRM &9 g8 arsh B 99 R 9 st B sr=
aRRARET S 31T 71, a1e 31 31} & Tl &1 B & &l 8, o 39 Wit uRRufoal # wges wrht
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P Y& 91 yeR ¥ s fa s @ (Rs.)
Opening Stock of Raw Materials .
Add: Purchases of Raw Materials .

Carriage Inward

Octroi, Custom duty,etc. .

Less : Closing Stock of Raw Materials .
Cost of Raw Materials Sod

Sale of Wastage or Secrap

Cost of Materials Returned to the Suppliers due to defects ..
Abnormal wastage of Raw Materials ..

Cost of Material Consumed .

2) mqamf Pl 'ﬂ?ﬂ'lﬁ (Valuation of Work-in-Progress)—=dTe] B rerar fAafonef= sreran ufshan 4

SR BT IR IA BRI A B, 1 it 31qul srawen 3 ¥ s Sl 92 M A A1 3 uRRafda 78 gon g1 fait

ft Iaure srera vl @ FR ANG-UF TRIR $H T WA BRI BT A1 @IS 8 ¥ 1 g Uit Renfa

A W 38 Bl 8 f5 39 9eR @ i &1 geuied B ara R fhar W sifq gl AR (Prime Cost)

IR 31T HREMT ARF (Factory Cost) R |1 §® fAg T &R &1 e Jd dF[ R BT 8 St A

£, afd §B g W B & Jedid B HREFT AR TR B 3 Aelle I ¥ R A1 Bl 1 IRMRIw

g o1~ o faan /a1 & O 39 il @t A 9 9IRS B et Sl 8-

(1) el IR W ﬂ?ﬂﬁﬁl (Valuation at Prime Cost)— (Rs.)
Direct Materials
Direct Labour
Direct Expenses
Add: Work-in-Progress in the beginning .
Less : Work-in-Progress at theend .

Prime Cost
Ae—arr=e: wel arall, Se 5/ U9 Sede g Bl §el AN € G T (Prime Cost) 8111 8, TR

9 9A1e] BRI Bl IRMRIG G Sif~< qea faan = 81 A SuY TR H 39 i BT TR HIA B 9ea™

S AN A B § 981 Jol AR St B |
(i) PREMI <R TR ﬂ?ﬂﬁﬁl (Valuation at Factory or Works Cost) (Rs.)

Direct Materials
Direct Labour
Direct Expenses

Prime Cost .
Factory Overheads
Add: Work-in-Progress (In the beginning) ..
Less : Work-in-Progress (Attheend)

Works Cost
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Ale—ar] B BT Fedihd BRI THY TNIAG SURE! B < § T @1 91 7, i 3991 &
B NI IFATITD wY W g€ SIRAT |

(3) fAffa 9 A AR (Cost of Goods Manufactured)—fRfHfa |ret & @@ 99 TR A1 &) ARG A
= Bt 31 5 ff Scures g1 fAfffa v 9 are A geR sa @) ol '

Direct Materials
Direct Labour
Direct Expenses (Other than materials and labour) ..
Prime Cost
Add: Manufacturing expenses during the period .
Work cost or Total Manufacturing Cost ...
Add: Beginning Work-in-Progress .
Less : Work-in-Progress at theend
Cost of Goods Manufactured
Me—HREMT AR (Factory Cost) @ Works Cost, Mill Cost, Foundry Cost 312/l Manufacturing Cost ¥t
bEd T
(4) AU R (Conversion Cost)—ﬁﬂﬂ f SR P HU<IR AR (Conversion Cost) H ycger
S Ud ISP SURIAT (Manufacturing Overheads) S 39 SdIe | 9w €, 1 |affafera fan s g
FATT—
Conversion Cost = Direct Labour Cost + Manufacturing Overheads (applied)
(5) AN R a RareT—afoea gR1 (Profit by % on Cost)
I A= WA VAT B | TS T TSR ol fol ARN ARA & S9 IR =18l T 9w gR1 a4
ReTaa Sig e S 81 o4 Sies & uearq it A 31Tl B, a8 fst §oa (Selling Price) HEaTel &1

IqTeNul %o
HREMEI 5,700
DRI 9 yema[e SuRa 600
Bl AT 6,300
MY 10% SN 4R 630
fasa g Jo 6,930

™
3c: MY = &I X =6,300 % =630 %o

(6) fasit T4 ) gfaera gRT @ AT (Profit by % on Selling Price)—

Tl 4 B} U A FHAR-AF 21 A G e AnT § A1 Sisa) S S B 31 U ol
oA 8 o A s ou uan o uReg Twl A s ou R enenRa ® @ 98 9w @ ?

T DIl AN & S 8l 8, 31 S9 WR 39 UPR W a1 Rawrern wifky ot 3 goa w ard i
wferera & S 931 A oAforg b fasst g o= 10% < Rt g, @ 38 go & W) 1/9 8 o &
AT AT B
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fat q&a = 100
@M = 10
FAAE = 90
g 10 To &M, Fel AR 90 To TR Fel AN 1 10/90 = 1/9 g |
ETERl o
Fe AR o 6,300  (Sran b SuYeh IR H)
™ 10% fasea wR To 700 (3R ANE W 1/9)
fassa g %o 7,000
6,300 10
I Y = = 100-10 =700 %o

(7) ¥ A A1l P AR (Cost of the Goods Sold)—
= I A + [T Ja & R ©ie a1 e - [Affa 9 @ sif<w <ie a1 90
= Total Cost of Production + Value of Opening Stock of Finished Goods — Value of Closing
Stock of Finished Goods

SLigu)

M oifore b 1,200 fAfdfa sorsal @ Saare «re 18,000 %o 3t 71 200 fAffa sarsai 2,000 So @6t
AN &) b § 1 Sa™] &l TR i | 2ff T2 31 SHa™) &l 800 ShIsdl wich § AY &1 39 HIE | Il

ml0,000 To B g3 | M DTG fF fashl IR Aved a4 (Gross Profit) fasan gam ?
& : TS 99 T A1 DI AR bl AavEsd &, S5

<l FHIZAT v =T

o o

TR [T 9w @1 g 200 10 2,000

QY : IS AN AT FA AR 1,200 15 18,000
1400 20,000

el : s~ fAffa wre wie &1 g 800 15 12,000
99 A A1 B AR 600 8,000
HAdhel 2,000
fast e %0 10,000 |

e R A T T B AR 8000 To 7 AR I W 25% AT 3N B |
(8) I5<g& Al BT §earT (Allocation of Overheads)—

Ife yeq 9 et J3l B A= Scareql R dear 3an Ao & W=y ¥ W YR | faar
B @ 3931 fAureE A9 YR WR &R A’y -

(i) BREH IuRedl B Fg&t 3M (Direct Labour) & IR UR AT [l NI AAdT Ted&l AMFEN &
YR TR W A T gL (FFEd Dl I H T8 M P MMUR W) |
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(i)

(iif)

SN AP

BT YR (Administration Overheads) B HRET SURTY (Factory or Works Overheads)
31MAT HREMT AT (Factory Cost or Works Cost) @ 3NeR TR | faenffal & s #raen & vy
# e Aie ¢ 91 FIfRT (G P I H HREMT AR B MR W) |

f3t g faaxor =g (Selling and Distribution Overheads) @ BRI SURTY 3ferdl IS AN
(Cost of Production) & 3MYR TR |

TS IRy oI 31 o) fafet
(Methods of Calculating Unit Cost)

gbTs IR (Unit cost) ST B & =1 ggfadi 3= oIl & -
1. <1 99 (Cost sheet)
2. IFTd faawor den oy |19 fdavor (Statement of cost and statement of Profit)

3. Id1eq 9rdl (Production account)

4. IR 9 gIfA oY @rar dn fAEior @ (Trading and Profit and Loss manufacturing account and
Working Account) |

39 P! TR B B INMYRYA RIGT P 4 & a1 aui= fise u i # fasn T g1 9@ wredi
#H ITST 954 <R g, AAfdb 7 I3 WA & Fol AN 1 TR SHTS AN AlH AT T UG AR
@ fafa=1 s (Components ofCost)EﬁmWWI
(i) IRTA-9A (Cost Sheet)

ARG-93 ATsdIfed, qiférd, Aie, AHIRd, gdite ©9 A daR f&ar &= aren a8 93 g, St U
e wwamafd 4 fog R S $ o ar @ RS el @ sl af e arE B vefRia s
g AU © wRe A Afafaa aRyemd sierea 63 o= arg €

)]

2

3)

"IIed R TP Af¥ad w91 & o< faen oM arell oo araiRes Td wveR & ol 9 ur fdan
e 8, 3R 9 Ua ¥R {Javvi-us & w9 | Rarn @ 21 af} a8 fAarv-us daa e Afvea
I H I Bl §E 3PSl DI AN Bl & @R @1 39 AF-uF FEd § 17

—dlccV S<go [
“The expenditure, which has been incurred upon production for a period, is extracted from the financial
books and store records and set out in a memorandom statement. If this statement is confined to the

discloser of the cost of the units produced during the period. It is termed as cost sheet.”
—Walter W. Bigg.

"ANTE-US YEEdl @ TN @ forg R B3 o €, suferw 37 99 @t savae faawon ot
wftafera fban s arfRe, &) Sdres &) srigHar Sifgq d Jawga] @) G Hd & 1
—8vIes 5o gesd

“Cost Sheets are prepared for the use of the management and consequently, they must include all the

essential details which will assist the management in checking the efficiency of production.”
—Harold J. Wheldon.

"ANT-T3 U U1 Soid § Sl fil ARG @5 A1 NG ST @ s ¥ 3% @ ana &1 |3igul
IR Bl B 1 —3figovflovHoTo, T
“Cost Sheet is that document which presents the detailed cost collection regarding a cost centre or a
cost unit.” —I.C.M.A., London.



SPIS I IS AR A@ih 173

NG9 D ™ (Advantages of Cost Sheet)

(1) are-ua 9] & Sfa fama Jea AR 39 T Sug™ T difde SMUR TRgd - &

(2) AFR-9F B A | {50 srafd fae 9 fad R S @t g [ va gl @18 JrE $1 A
Wi & 3r<rid S 9T 8 S 2 |

(3) ar-uHl, S fs A= wamafd | =i @ 9ed €, 31 Avavonas s vva gfawst &
qH fapa qea o i B B SIgHM ST | SR S bl B

(4) ANT-UA & AT e | U qII SwIed A a9 W weral et B

(5) @r-ud & &R1 AfAST & (Tender Price) @1 9R&e favasa @ < wu A fban & |&an g1

(6) AT-9T B ERT Fa=IHi, SfADI q AU B FIA BT JFAM AT 1 FHal 8, T AP
=01 far s |ear 21

N @l 9 dFE-9A 3 3R (Difference between Cost Account and Cost Sheet)

(1) <ITE Gl SIgs) &bl YoTTell OR 3MefRe Ueb et ® s Sfde a Bfee (Dr. and Cr.) €1 98l 81
g, Safd dRG-93 Wil 21 dfod fAavor g I2a1 SIgs) @1 Yoiell 9 I8 GHfud T8 2 |

2) AN @l BT 94N Se @ (Production A/cs), Ifshal @I (Process A/cs), @I @I (Contract
Alcs), 3fE TR B4 H fbar Sran 21 39 @rdl o1 Sevd fhfl B 3 e i R 9 89 W)
EU 1 Bl A1 @ IR I WK BRI B QR 8H TR & I7b ol < Febdl © Slafd AN-U3 3PTg
IREATP § PRI Feld T8 R ATIfed, qifdid, F1fkie, ITRIE e T oI € 3R 9 fady
3afd # g g 9 IS AN B FAT A 2|

(3) ANE-U3 ERT & S7afd &l a1 gl fUoel 3afd @t are | & &Kl 31 o/ : 3 9 aFd
& gorT® 37eag | faey YfAdT o1 HRA € | S99 AN &1 =01 (Cost Control) 81 9Tl B |
W AN Wi Bl g I Y1 T 2

(4) o EN i ol o1 uRerd ol | e (Reconciliation) $R # &1 311 § IRy ART-931
B1 I SL¥d el B |

(5) NG9 B HERET | ANE 9] AR B3 o €1 A 0 IR 9 31 3@afd @ g 8 et
HERIET A G GIR B S 9hd & | AN W dRE-99 991§ 98’ el 2 21

(6) ATTE-T3 A 9 SIS Bl AN T D TAS 98 S [FAE A S ARil @ IRy U1 AR & H

& B
(7) <ra-97 faurta ifdwRal & forg wrfesie g uRam & M= & wu 3 o s & 9afd @x
I e 1 8 U T |
ARG-95 & T
SPECIMEN 1
(Output : 1,000 tons) Cost Sheet for March, 2001 (Unit : one ton)
Particulars Cost Total
per ton Cost
Rs. Rs.

Direct Material — —

Direct Wages — —

Direct or Chargeable Expenses — —
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Particulars Cost Total
per ton Cost
Rs. Rs.

(a) Prime Cost

Works Overhead or Factory Overhead

(By any method of allocation, say a precentage of direct labour)

(b) Works Cost

Office Overhead (By any percentage on works cost)
(¢) Costof Production

Selling and Distribution Expenses
(d) Total Cost

Profit (By a percentage on total cost or selling price)

(e) Selling Price

SPECIMEN 2
Cost Sheet Comparative

Three months ending

Three months ending

31-3-2001 31-6-2001
Output 300 kgs Output 500 kgs
Total |Cost per Particulars Cost per Total

kg kg
Rs. Rs. Rs. Rs.

— — Raw Materials (Direct)
— — Direct Wages
— (a) Prime Cost
Works Expenses :
— — Fuel
— — Electric Power
— — Repairs
— — Depreciation
— — Rent
— — Repairs, etc.
— — (b) Works Cost
— — Office Expenses
— — Office Salaries
— — Office Lighting, etc.
(¢) Total Cost
Profit (% on C.P. or S.P.)
— — (d) Selling Price
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A 93 @ A= w9 (Different types of Cost Sheets)
AN U5 ® 3M® WHY I O 8-
1. |WERYT AR 93 (Simple Cost Sheet) : S1d T I<UTeA fad S g a1 fasnt & IR # §B 7=

f&an g, 1 WURY AN U7 TR B § 1 S G Scaed AR a9 9 S$1S Swred A fRarit SRl
g iR afe famnt gea & w8 A o @™ Jn ufa s3E o fRwrn S B

IMustration 1.
fa=ferfiaa s A= 2004 912 9 U A1FP SUie & fAHfor A g=fud @ :

The following data relate to the manufacture of standard product during the month of March 2004.

Rs.
Raw materials consumed (&<at AR SUYH) 80,000
Direct wages (Icgel qriRsifi®) 48,000

Machine worked hours 8,000 (‘Wﬂ:l ER1 B fhA ETUE.\’—S,OOO)

Machine Hour Rate Rs. 4 (\2fi9 €veT =R 4 %o)

Office overhead 10% of works cost (BRI SURTI—10% HREHT URITT TR)
Selling overhead Rs. 1.50 per unit (fasit SuRea—1.50 o ufd s&Ts)

Units produced 4,000 (S<utfed sa1sai 4,000)

Units sold 3,600 at Rs. 50 each (3@Tsa1 S=t TRI—3,600 9fd 50 Fo B =R )
Sugeh @ Y A M=o fREw gu @93 991ST

() wfd so1E aRem, (i) rafd &1 e |

You are required to prepare a Cost Sheet in respect of above, showing (i) cost per unit, (i) profit for the
period.

Solution :
Cost Sheet for March 2004 Outputs : 4,000 units

Total Cost per

Cost Unit

Rs. Rs.

Raw Materials 80,000 20.00
Direct Wages 48,000 12.00
Prime Cost 1,28,000 32.00
Works overhead : Machine hours 8,000 @ Rs. 4 32,000 8.00
Works Cost 1,60,000 40.00
Office Overhead : 10% of Works Cost 16,000 4.00
Total Cost 1,76,000 44.00
Cost of 3,600 units sold @ Rs. 44.00 1,58,400 44.00
Selling Overhead 5,400 1.50
Cost of Goods sold 1,63,800 45.50
Profit 16,200 4.50
Sales—3,600 units @ Rs. 50 each 1,80,000 50.00

(i) Rs. 44.00; (ii) 16,200. Ans.
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IMustration 2.

AN AP

The cost accounts of a manufacturing co., give the following information : Rs.
Closing Stock of Raw Materials 25,150
Closing Stock of Finished Goods 14,650
Purchase of Raw Materials 20,800
Works-in-Progress Ist Jan., 2001 8,220
Work-in-Progress 31st Jan., 2001 8,000
Opening Stock of Raw Materials 24,000
Opening Stock of Finished Goods 16,200
Sales of finished Goods 62,800
Office Expenses 2,150
Selling & Distribution Expenses 4,000
Direct Wages 16,000
Works Expenses 9,000
Prepare Statement of Cost for the month of January 2001 and show :
(@) Value of materials consumed
(b) Total cost of manufacture
(c) Cost of goods sold
(d) Profit on goods sold
(e) Net profit.
Solution : Statement of Cost of Jan. 2001
Rs. Rs.
Opening Stock of Raw Materials 24,000
Add : Purchases 20,800
44,800
Less : Closing Stock of Raw Materials 25,150
(a) Value of Raw Materials Used 19,650
Direct Wages 16,000
Prime Cost 35,650
Works-in-Progress Ist Jan. 2001 8,220
Add : Works Expenses 9,000
17,220
Less : Works-in-Progress 31st Jan., 2001 8,000 9,220
Factory Cost 44 870
Office expenses 2,150
(b) Cost of Manufactures 47,020
Add : Opening Stock of Finished Goods 16,200
63,220
Less : Closing Stock of Finished Goods 14,650
(c) Cost of Goods sold 48,570
(d) Profit on Goods sold 14,230
Sales 62,800
Profit on Goods Sold 14,230
Less :  Selling & Distribution Expenses 4,000
(e) Net Profit 10,230
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(2) FIRT-9 99 M fAaRU-9= (Cost Sheet with a Statement of Profit)—eRTIG-951 9911 &1 I8 AW
31fdw S wHsn S 8 {6 ana-u= daa Sared &1 9REad (Cost of Production) g fewrd qen amv-sifv
1 B B forg tar 311 a-g1fa fAarv-us dar fea o g A=feafya SRl 9 we 8@ s

IMustration 3.

In a Factory 15,000 units of an article were manufactured during the month of December, 2000 and 13,500

units were sold at Rs. 7 per unit. The following figures are obtained from the costing record :

Raw material consumed

Direct Wages

Works overhead expenses are allocated to production by means of machine hour rate.

Rs.
52,000
15,600

This rate for December 2000 was Rs. 4 per hour and 1,100 hours worked during the month.

Officer overhead is charged on the basis of 15 per cent on works cost and selling overhead at Re. 0.25 per

unit.

Compile a Cost Sheet showing (a) Cost per unit; (b) Profit for the month.

Solution :

Cost Sheet for December, 2000 (15,000 units)

Particulars Cost per
Amount Units
Rs. Rs.
Raw Materials 52,000 3.466
Direct Wages 15,600 1.040
Prime Cost 67,600 4.506
Factory Overheads :
Rs. 4 per hr. for 1,100 hrs. 4,400 0.294
Factory Cost 72,000 4.800
Office Overheads :
15% of Factory Cost 10,800 0.720
Cost of Production 82,800 5.520
Cost of Sale and Profit
(Sales : 13500 units)
Particulars Total Cost per
Rs. unit
Cost of production of 13500 units @ 5.52 per unit74,520 5.52
Selling overhead @ 24 paise per unit sold 3,375 0.25
Cost of sale 77,895 5.77
Profit 16,605 1.23
Selling Price @ Rs. 7 per unit 94,500 7.00
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IMustrion 4.

AN AP

31 fewaR, 2000 B FH B9 a1t 3rg-ay & forw avg ‘v’ @ W A = are gEe & E 2

The following extract of costing information relates to commodity ‘A’ for the half-year ending 31st December,

2000 :
Rs. Rs.
Purchases or Raw materials 1,20,000 Stock (31st Dec., 2000)
Factory Rent, Rates, Insurance 8,000 Raw Materials 22,240
Carriage Inwards 1,440 Finished Products (2,000 tonnes) 32,000
Other Factory Overheads 40,000 Work-in-Progress
Direct Wages 1,00,000 (IstJuly, 2000) 4,800
Stock (Ist July, 2000) Work-in-Progress
Raw Materials 20,000 (31st Dec., 2000) 20,000
Finished Products Sales—Finished Products 2,99,000
(1,000 tonnes) 15,000 Administration Overheads 4,000

fasto=, fean T geer Jun fasha AR fAsl fBe g afd == & fore 1 v &1 391 8@fd & 16,0002
ATl Seatfad faar wn|

(i) 3rafd B g @M, (/i) TG D IR T R YgF A, (jii) A ¥ IUeA B G AR, (iv) TR
Fedl Al 1 g, (v) 1Al # fasa @1 qou A BRu|

Advertising, discounts allowed and selling costs are Re. 1 per tonne. 16,000 tonnes of commodity were
produced during the period.

You are required to ascertain (7) the net profit for the period; (i) the net profit per tonne of the commodity;
(iii) the total cost of output for the period; (iv) the value of raw materials used; (v) the value of the turnover of
the period.

Solution :
STATEMENT OF COST
Rs.
Stock of Raw Materials on 1-7-2000 20,000
Add : Purchase of Raw Materials 1,20,000
Carriage Inwards 1,440
[ 141,440
Less : Stock of Raw Materials on 31-12-2000 22,240
Value of Raw Materials used 1,19,200
Direst Wages 1,00,000
Prime Cost 2,19,200
Factory Overheads : Rs.
Factory Rent, Rates and Insurance 8,000
Other factory overheads 40,000 48,000
Gross Works Cost 2,67,200
Add : Opening Stock of Work-in-progress 4,800
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Rs.
2,72,000
Less : Closing Stock of Work-in-progress 20,000
Works Cost 2,52,000
Add : Administration Overheads 4,000
Total Cost of Output 2,56,000
Add : Opening Stock of Finished Goods 15,000
2,71,000
Less : Closing Stock of Finished Goods 32,000
Cost of Production of goods sold 2,39,000
Add: Selling & Distribution overheads Advertising, Discount etc. 15,000
Cost of Turnover 2,54,000
Net profit 45,000
Sales 2,99,000
Net profit per tonne Rs.
Ruvfi—fra wa faarur SuRerm 15000 sEA R aga fdu @ g1 fasa 15000 sHrEai

(16000 + 1000 —2000) 1 g3 AR 1 Bo WA 3&T1$ W fAspa SuRerd 15000 Bo B § |

(3) QA afxE = g e RIA-9A (Comparative Cost Sheet of Two Periods)—3% <IRTId-93 §H
TR g1 A1 § P Q1 smaftl & s o uid 9E $ IgAR ge @t off 99 IR @ o 99 P i
AT R A 3PS I 91 8, WISR & I el 8| A D S IR B PRUN b1 fATAN01 B NG W Ha=or
@ 1 TN a1 S 81 59 93 H Q1 Al 3 ANa-ud 39 UBR SRgd [BA 9 & & 9= | w3

1 faavor 32 92 Iril 9 SRi 3NR IIFI-3TT A B b T |

IMustration 5.

From the following particulars prepare in comparative form the Cost Sheet and Working Account to three
places of decimals, for the months of January and February 1957, the output of these months being 72,270 and

46,000 tons respectively.

Wages under ground
Wages Collieries
Wages surface
Timber

Stores

Royalties

Horse and Stable Expenses

Repairs and Renewals
Depreciation
Rent, Rates & Taxes

Salaries & Management

Bad debts and discount
Sundry Expenses

Jan. 1957

Rs.

46,800
1,17,000
27,000
11,700
5,400
22,500
7,200
7,560
13,140
7,740
16,200
3,600
3,240

Rs.

31,800
75,000
16,800
7,500
3,300
14,700
4,500
5,100
8,400
5,100
10,800
2,100
1,800

Feb. 1957
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Solution :
Comparative Cost Sheet
January 1957 February 1957
Output 72,270 tons Output 46,000 tons
Cost Total Total Cost
per ton Cost Cost per ton
Rs. Rs. Rs. Rs.
Wages :
0.647 46,800 Underground 31,800 0.691
1.619 1,17,000 Callieries 75,000 1.630
0.374 27,000 Surface 16,800 .366
2.640 1,90,800 Total Wages 1,23,600 2.687
Expenses of Production, distribution and Selling :
162 11,700 Timber 7,500 163
.075 5,400 Stores 3,300 .072
311 22,500 Royalties 14,700 319
.099 7,200 Horse and Stable Exp. 4,500 .098
.105 7,560 Repairs and Renewals 5,100 11
182 13,140 Depreciation 8,400 183
107 7,740 Rent, Rates & Taxes 5,100 11
224 16,200 Salaries of Management 10,800 235
.050 3,600 Bad Debts and Discount 2,100 .046
.045 3,240 Sundry Exp. 1,800 .039
4.000 2,89,080 Total Cost of Production 1,86,900 4.064

4) U & YR @ QA T‘Rﬂﬁi Pl geicdd  ANTA-9A (Comparative Cost Sheet of Two Products of
theSameType)—G%'iﬁ'H’fﬂQ‘cﬁﬁWEﬁﬁwm%@?uﬁ'mm%ﬁiﬁm%wﬁ
A 9 7 B IFER fha =R B iR BIF-91 TBR 1% Ariee § @ 98 I8 ANE-US R A g
Ilustration 6.

A manufacturer commenced production on Ist January, 1993 of a standardised article in two grades A and
B. Both are produced from the same raw material and are sold to wholesalers at a uniform price. Grade A at
Rs. 150 per dozen and Grade B at Rs. 240 per dozen.

2 Al T a1 §t § v e avg F1 AR U At 3 1 Sast 1993 B wRe faan 4 e
& TR H ArEll | Ifed Bk § 9 A T W ot fasarsti e 9= @ Sl 39S T 150 To g
T U dt : 240 o ToiA |

Sales prices are based on the following estimated figures :

Cost per Article

Grade A Grade B
Rs. Rs.
Direct Material cost 1.50 3.00

Direct wages 5.00 7.00
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Production Overhead
Works Cost

Selling and Distribution Overhead

On making up accounts for the year ended 31st December 1992 the following facts were ascertained :—

Cost of materials used
Direct wages

Production Overhead Total

Selling and Distribution Overheads Total

181
2.50 3.50
9.00 13.50
0.90 135
9.90 14.85
Grade A Grade B
Rs. Rs.
15,000 20,000
38,250 76,500
Rs. 68,250
Rs. 32,700

During the year sale amounted to Rs. 1,05,000 in respect of Grade A article and Rs. 1,80,000 in respect of
Grade B articles and stock on hand at 31st December 1992 valued at works cost as per his costing were Rs.
5,400 of Grade A and Rs. 13,500 of Grade B.

From the information given above you are required to prepare a statement of revised costings showing the

cost per article sold during 1992.

a9 H IS T Bl a3l BT 1,05,000 Bo A1 IS &Y Bt axG3Hi 1 1,80,000 Fo 1 fasha gom | AN e
% IJAR PREM AN TR Jedifdbd 31 fEam=R 1992 1 RIH IS T &1 5,400 o TA1 IS &t &7 13,500 To

DI AT |
SuYa & T I A WA [ $1 AR AR SR R 1992 3 99 1 avg @t gf sds A
sy
Solution :
Statement of Cost
Output = 9000 Output = 10000
Grade A Grade B
Particulars Per unit Total Per unit Total |Total of A &
Rs. Rs. Rs. Rs. B (Rs.)

Cost of materials used 1.67 15,000 2.00 20,000 35,000
Direct wages 4.25 38,250 7.65 76,500 1,14.750
Prime Cost 592 53,250 9.65 96,500 1,49,750
Add : Production overhead (1 : 2) 2.53 22,750 4.55 45,500 68,250
Work cost 8.45 76,000 14.20 1,42,000 2,18,000
Add : Selling and distribution

overhead (76 : 142) 1.26 11,400 2.13 21,300 32,700
Total cost 9.71 87,400 16.33 1,63,300 2,50,700
Less : closing stock — 5,400 — 13,500 18,900
Cost of goods sold 82,000 1,49,800 2,31,800
Profit 23,000 30,200 53,200
Sales 1,05,000 1,80,000 2,85,000
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Notes :
A B
. 1,05,000 ) )
1. No. of units sold = —— = 8,400 units =9,000 units
12.50

. 5,400 ) .
2. Closing stock = T = 600 units. = 1,000 units.
3. Unit produced 8,400 + 600 = 9,000 units for A

9,000 + 1,000 = 10,000 units for B
Illustration 7.

In a factory two grades of pianos are manufactured. viz Grade No. 1 and Grade No. 2. The cost of
manufacturing 40 pianos of which 20 are of Grade No. 1 and the remainder of No. 2 is Rs. 80,000. Pianos of
Grade No. 1 cost 55% and Pianos of Grade No. 2 cost 45 percent of the total.

Ascertain the cost of each grade add there to 15% for indirect expenses. Transport and space in the
showroom costs Rs. 60 pianos. Selling and advertising 15% on the selling price which is Rs. 4,000 in the case of
Grade No. 1 and Rs. 3,800 in the case of Grade No. 2.

Write up a Cost Sheet showing the cost and profit of each grade of piano and percentage of profit on total
cost and selling price respectively of each grade.

U pREM A 2 ISV 19 s 2o fogm [Affa @9 &1 40 foam:, i 2009 12 g AS 2D
&, AT 80,0000 & ¥1 IS 1D Il & @ |t B 55% 9 VS 2 H 45% B

gfd S P AN ST B d21 STH 15% I9<ae] g & forw SNfSA | Irarara T2 INHH & A
®1 =g ufa faamEi 60 $o g1 fasma wa fasm= =aa st oa ) 15% 81 a6 &1 s 1 &1 4,000 o
g U 2®1 3,800 %0 B

T AN 93 §153 Sl TS IS dTel fIaMi 3t dF[ @ a9, 901 930S IS 3 M 6 o an

a1 3t g w gfdea @ qarsd |
Solution :
Grade No. 1 Grade No. 2
Output 20 Piaons  Output 20 Pianos Total
Total per Total per Amount
Particulars Piano Piano
Rs. Rs. Rs. Rs. Rs.
Direct Cost : (80,000 of which 55% to Grade 1
and 45% to Grade 2) 44,000 2,200 36,000 1800 80,000
Add : Indirect expenses (15% of Direct exp.) 6,600 330 5,400 270 12,000
Add : Cost of Transport & space in the showroom 1,200 60 1,200 60 2,400
Add : Advertisement and Selling expenses
15% on the selling price) 12,000 600 11,400 570 23,400
Total Cost 63,800 3,190 54,000 2,700 1,17,800
Profit 16,200 810 22,000 1,100 38,200
Selling Price 80,000 4,000 76,000 3,800 1,56,000
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1. Percentage of Profit on Total Cost; 2. Percentage of profit on Selling Price
dele 16,200 100 = 2 dele 16,200 100 = 20.2
Grade 1 = 63.800 x 100 =25.39% Grade 1 = 80.000 x 100 =20.25%
Grade 2 = 2200 100 = 40.74% Grade 2 = 22,080 100 =28.95%
rade 2 = 54’000 X = . (4 rade 2 = 76,000 X = . (4

IMustration 8.

A manufacturer makes two kinds of electric lamps XA and XB. The following particulars relate to these
for the year 1993 :

T IUGD 31 bR B fagfd o™ g9ra1 8—XA d2n XB 4 faavor 1993 a9 4 ww=fa 71

XA XB
Lamps manufactured (fRfffa @) 25,000 12,000
Direct Cost (J<981 =93) Rs. Rs.
Materials (FTF3H) 3,140 2,650
Wages (319) 9,400 5,700
Power etc. (Trfaa 3nfe) 2.100 1410
Total () 14.640 9.760
Other Costs (3 ARKI)
Factory Supervision etc. (bagl gfderor) 3,600
Packing wages & expenses (Uf&1 Aorgt q2n =03) 400
Management (F&) 4,440

You are required to prepare a Statement showing the cost of each kind of Lamp when ready for despatch,

taking the following into consideration;
(i) Factory supervision to be charged in propartion to defect costs.

(if) Packing expenses to be apportioned in the ratio that direct cost plus factory supervision costs XA bear

to similar costs of XB.

(iii) Management and selling expenses to be charged in proportion to the lamps manufactured.

g¢ fdaror 73 IR ifo)

3. PREM GHAEIV] A& AR B JJI | Arot foban S |

a9 UfeT e S9 rgua | i fan s ot & sREr widemn ke Tee AR $1 XA e
XB &1 URER U 2|

| o=y qen faswa = fAffa awi & srguma d 3t 5 o)
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Solution : Cost Sheet for the year 1993
XA XB
Output 25,000 Output 12,000
FParticulars Total per Total per
cost lamp cost lamp
Rs. Rs. Rs. Rs.
Materials 3,140 1256 2,650 2208
Wages 9,400 .3760 5,700 4750
Power etc. 2,100 .0840 1,410 1175
Direct cost 14,640 5856 9,760 8133
Factory supervision Rs. 3,600 (in proportion
of direct cost i.e., 14,640 : 9,760 or 3 : 2) 2,160 .0864 1,440 .1200
Works cost 16,800 .6720 11,200 .9333
Packing wages & expenses Rs. 400
(in proportion of direct costs plus Factory
supervision costs i.e., = 16,800 : 11,200=13: 2) 240 .0096 160 .0133
Management & selling expenses, Rs. 4,440
(In Proportion of lamps manufactured 25 : 12) 3,000 .1200 1,440 .1200
Total Cost 20,040 8016 | 12,800 1.0666

5. QA 1 e fAwl &1 arE f[AaRu (Statement of cost of Two or More Varities) : afe IUSH
3 A1 AP B 1 IeT I &, Al TAD [ B [ ARG g 9 SHIE A AIgH B ARl E |

IMustration 9.

Ram Prakash manufactures three types of fans, table fans, ceiling fans, and air cooler. The materials and

wages costs are separated as follows :

I FHT A IBR b UG 961 & el b, Wi & g e | arnlt g gl are A 7

Materials Rs. Wages Rs.
Table fan (fdat &) 12 16
Ceiling fan (feRT W) 20 20
Cooler (€eRR) 180 40

His total factory overhead in the month of August, 1993 was Rs. 20,000. You are asked to determine the
factory cost of each type of fan after assuming that one ceiling fan is equivalent to two table fans, and one cooler
is equivalent to five table fans for the purpose of overhead allocation. The production in the month of August
was; Table fans 200; Ceiling 100 fans; coolers 20.

IFB IRA 1993 HIE B Fol BRAHN SURAT 20,000 %o | IRy faarur g 31y I8 AR TP
PR & IUIE B PREAMI AN A DTG fF v Wfert b= 31 e v & a1 va Her ura <fad BA
D o g1 IR AT § Iaured 7 o :—  2fda %= : 200, Wifert &4 : 100; HER : 20
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Solution :
Table Fans Ceiling Fans Cooler
Output = 200 Fans | Output = 100 Fans Output = 20
Particulars Per Fan Total |Per Fan Total | Per Cooler | Total
Cost Cost Cost Cost Cost Cost
Rs. Rs. Rs. Rs. Rs. Rs.
Materials 12.00 2,400 20.00 2,000 180.00 3,600
Wage 16.00 3,200 20.00 2,000 40.00 800
Prime Cost 28.00 5,600 40.00 4,000 220.00 4,400
Factory overheads*
Rs. 20,000 +2:2:1 40.00 8,000 80.00 8,000 200.00 4,000
Factory Cost 68.00 13,600 120.00 12,000 420.00 8,400

*Table fans output = 200 Fans,

One Ceiling Fan = 2 Table Fans, therefore, 100. Ceiling Fans output = 200 Table Fans.

One cooler = 5 Table Fans, therefore 20 coolers output = 20 X 5 = 100 Table Fans.

Overheads Rs. 20,000 divided in the Ratio of 200:200:100=2:2:1.

6. R 7 9Rafdfa @R (Fixed and Variable Costs)—STel b Iedel <qdi &1 w4 ® 9 gfRafdd g
& ST Tel g S U ¥ TS Fed & O U A It H gRacdd g €, 316: uae i Bl
tlﬁﬂ?h‘?ﬂ?l?ﬂ"’lﬁ(Variablecosts)ib_s'lm%Wmagiﬁﬁ{’ﬂma}ﬁﬁ%,@Wﬁﬁaﬁm@
Ig IRaaTEle | FREM & R G HATR $1 a9 HREAM H1 f&rn w91 &1 §91 23 9a49 &1 7R
e G WA BT N IS g1 PRy & W JI-Taras] o Bk, BiroR &1 g1 9201 HHARAl & dad
anfe 21 faspa den faaRor & it =@l 4 Wl H=lRal @1 aq, 999 R e fasast 1 a9, dea
T2 M $1 fdhern g 9 anfe 81 aRacd=eia scae =i 4 sRaEM 9w weiE @ 7399 Bie
AR 35ael AREH 9ad @ 7ReTd 3Nf 31 PRIfed | awd aReadeiia =g s1% @ ar =9, §& &9,
BT <, Idberhi b1 giRsiAe anfe &1 it a faawor & wwffua aRadmeliar i # e @ sdie
fasa =, @malRe geer, gaa ®vl, Toll =3, T M e, S a gudh mE = qen uree
@ fog Geay g onf B1 §B =y g uRad=eia (Semi Variable) ¥ & 21 ¥ S uRac e 7,
Ry SR B U H & | S H FB 4R RRR Y&l € 921 B H aRad\ B ¥

Following direct selling and distribution expenses were incurred.

T a9 avg o SRAT AR 400 Fo Tent famt e 800 %o &1 =1 wcua fasnt va faawor =3 gg

q— Rs.
Freight and Cartage (WTST 9 geTTs) 40
Insurance (Y1) 10
Commission (H¥IeF) 60
Packing (tfds) 10

The estimated fixed selling and destributive expenses for the year were Rs. 30,000 and the estimated value
of sales for the year was Rs. 1,50,000.

You are required to set out final cost of the article using the method of percentage on sales value to recoup
fixed selling and distributive expenses.

a4 & srgarta ReR fast wa faawor =1 30,000 o & 3R a9 @t srgfaa famt 1,50,000 Fo ot |

MY T 1 A~ ana qarsy, RerR At wa faaror =@ a1 famt e R gfdea snuR R o=y
FIfTY |
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Solution :

Percentage of fixed seiling and distribution expenses on Sales is

_ Fixed Selling and Distribution expenses % 100
- Estimated Value of sales

= x 100 =20%

Works Cost
Direct selling and distribution expenses :
Freight and Cartage
Insurance
Commission
Packing
Direct or Variable Cost
Add : Fixed Costs (20% on sales)
Total Cost
Profit
Selling Price

IMustration 10.

40
10
60
10

400

120
520
160
680
120

800

AN AP

A manufacturer finds that an advance in the cost of production has taken place and that whereas formerly
his goods cost Raw Materials 30% Wages 20% Rent, Rates etc. 5% Fuel 10%. General expenses 15% Now
there has been an increase of 50% in fuel, 30% in materials 25% in Wages and 20% in Rent and Rates etc.

He consults you as to what percentage he must add to the Selling Price in order to obtain the same profit?

T ISP Pl Al 31 b IqD! S & 4 a f§ g3 81 991 TF Saa o ot Pl arait
30% AT 20% BTN Ta B 5% $o 10% A ¥F 15% 316 $61 § 50% 9 £ amsht 7 30% 9 f§ wogd

A 25% a fg aen fawrm a = A 20% 9 i & 7

IE 3T WA oIl 7 5 a1 & o wra e @ forg, st g A fasamn ufdera siR agr1 &

Solution :
Components of Cost Former Percentage Expected Present

Cost Increase Increase Cost

Materials 30% 30% 9 39
Wages 20% 25% 5 25
Rent and Rates etc. 5% 20% 1 6
Fuel 10% 50% 5 15
General expenses 15% 15
80% 100

Profit 20% 25
Selling Price 100% 125

Profit is 20% on Sales or 25% on Total Cost

In order to obtain the same profit Selling Price should be increased by 25% then only he will get 20%.

Profit on the selling price or 25% on the cost price.
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@) E’Iﬁﬁ?%ﬂqﬁaﬁaﬁﬂhmﬁﬂlﬁm Pl R YA (Cost Sheet of Mining, Quarry, Brick
Klin and Slate Manufacturing Companies)—3% H$R & SUhHl § 3M® T TIE Bd & BIIAl ‘liﬁmﬂ E|
] AR AT NS T8 =a 7 o &1 afe Seares @t -\ a1 |/ & < g8 @ a1 (st
P TS SHISAT + IR AT Bl AW BAA-TIR AT BT RRIP Tefaan + [ aa @ @lig) =sanfeq
SHIFAT AITH & Sl © |

IMustration 11.

(When volumes of opening and closing stock are given but value is not given out put is not given, cost of

removal of overburden is given).
The following particulars relate to a slate manufacturing company for Jan. 1992.
1 fAa=u1 1 e a9 arelt S $ AR Sas) 1992 ) AR €
State quarried 10,000 tons on which Royalty @ Rs. 2/- per ton paid.
10,000 e wie @Ml |/ Rarel ¥ o/ @R 2 Fo ufied ot v A W & TE)
Wages (ARTgRl) Rs. 40,000; Coal (@¥ae) Rs. 10,000
Internal Transport (3M=AR® ITARTT) Rs. 20,000
Works overhead 20% on Direct Charges (PRETI-SURT Igel i BT 20%)
Office overhead 10% on works cost (BTITeTd SURETI-HFREAHT AR BT 10%)
Cost of Removal of overburden (31fd U= B g™ @) @) : 1 P. per slate
Manufactured (1 31 ufd fAffa W)
Opening Stock (3MRRIF F€T1®) 10,000 slates.
Manufactured Slates purchased (Rfffa we wa 1) 20,000 @ Re. 1 per slate
Slate sold (¥t a=it) 1,00,000 @ Rs. 2/- per slate.
Closing stock (31f=<1® ¥&1®) 30,000 slates.
Selling expenses (fsht =) 10 P per slate sold.
Prepare a Cost Sheet of Slate company ¥eic B+l BT IR 95 IS |

Solution : Calculation of output No. of Slates
Slates sold 1,00,000
Add Closing Stock 30,000
1,30,000
Less :
Opening Stock 10,000
Purchase of manufactured slates 20,000 30,000

Output 1.00.000
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Cost Sheet (Output 1,00,000 Slates)

AN AP

Particulars Total Per unit
Rs. Rs.
Royalty on slates quarried :
10,000 tons @ Rs. 2/- per ton 20,000 0.20
Wages 40,000 0.40
Coal 10,000 0.10
Internal transport 20,000 0.20
Prime Cost 90,000 0.90
Add : Works Overhead :
20% on Direct Charges 18,000 0.18
Cost of removal of overbarden 1,000 0.01
Works Cost 1,09,000 1.09
Add : Office Overhead :
10% on Works Cost 10,900 0.11
Cost of Production W 120
Statement of Profit
Slates Total
Nos. Amount
Rs. Rs.
Opening Stock 10,000 11,990
Add : Cost of Production 1,00,000 1,19,900
Add : Purchase of manufactured slates 20,000 20,000
1,30,000 1,51,890
Less : Closing Stock 30,000 35,970
Cost of goods sold 1,00,000 1,15,920
Add : Selling expenses @ 10 P per slate sold 10,000
Cost of Turnover 1,00,000 1,25,920
Profit _— 74,080
Selling Price @ Rs. 2/- per slate _— 2,00,000

Notes :

(a) Opening Stock and Closing Stock will be valued at the rate of cost of production.

(b) Direct charges means Direct Cost or Prime Cost.

(c¢) Cost of removal of overburden is Factory Oncost.

(d) Incase of a Mining Company, Brick Klin, Quarry and Slate Manufacturing Companies, coal royalties

and internal transport will be treated as Direct Expenses.

(8) 4 AW SR | fawt 8 qun RN Rl @ forg wef v @ 7@ & (When the entire
output has not been sold and machine hours are given for calculating works overheads)—oTd AR JcdTGH el
fdar A1 I AR ATTH B & YTAR] GIR AT P1 RS TR Srsax den i< i gemax
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3% w1 & SIFTa (Cost of goods sold) HIe[H DT BT, S9H fIa & T e s e (Cost of sales)
A Bt {39t Hea # A A Ar geeR gg @M 9 8 SR | Wi g1 e 3 R a9 weie
el &X | on &R TR (Machine hours worked x Machine hour rate) BRI g HIeH 8l SR |
Hlustration 12.

The following data relate to the manufacture of a standard product during the four weeks ending 30th

October 1993.

30 JAEER, 1993 P AT BF dTel IR AwTal & =i [AfHa g S & w=fa ses A=fafia

=
Raw Materials Consumed (Sgad TR) Rs. 20,000
Direct Wages (&l HoTgR}) Rs. 12,000
Machine Hour Worked (@ &3 T3 #efis o) Hours 950
Machine Hours Rate (Fefi91 HveT =R) Rs. 2
Office Overhead (Prafea SuRew) 15% on Works Cost
Selling Overhead (faspa SuRa) 37 P. Per unit
Units Produced (S<aifad garsan) 20,000
Units Sold (fafsha sa1sa) 18,000
(8% 2.50 Fo UAD) at Rs. 2,50 each
SR fdavor § ta arFa 93 99153 o 9 vefia a-
You are required to prepare a Cost Sheet in respect of the above, showing :
(a) The Cost Per unit (I $®T$ @IFTE) and
(b) The Profit for the period (Ut 3rafdl &1 )
Solution : Cost Sheet for the four weeks ending 30st Oct. 1993
(Output 20,000 units)
Particulars Total Cost per
Cost unit
Rs. Rs.
Raw Materials consumed 20,000.00 1.000
Direct Wages 12,000.00 0.600
Prime Cost 32,000.00 1.600
Add : Works overhead
Machine hours worked 950 @ Rs. 2 per Machine hour 1,900.00 0.095
Works Cost 33,900.00 1.695
Add : Office Overhead (15% On Works Cost) 5.085.00 0.254
Cost of production (20,000 Units) 38,985.00 1.9493
Less : Goods unsold on 30th Oct. 1993 (2,000 Units) 3898.50
Cost of goods sold (18,000 Units) 35,086.50
Add : Selling Overhead (18,000 x 37) 6,660.00
Cost of Sales 41,746.50
Profit 3,253.50
Sales 45000.00
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AR fAaRu-a

(Cost Statement)
T4 U fdaR0-97 59 THR TR ST BT 2 & o e den d4-g1 9 @ o 9@ w1 form
I S TAD I TN 7 S IJAR R SHIS AR S PR DY IMaegea] 1 8l Al SH AN H1 fIavor-ox
(Statement of Cost) Bed €1 39 faavvi-uz & ufd 3H1E AR A9 ST @ Al Fo AN § Ied Fga

SHISAl ERT HFT B 9 SHTS @G 1 & Ol 81 @NTG-951 (Cost Sheet) § 2 & Y® A P 9
ECOE] mﬁmﬁﬁﬁ%wﬁmmﬁa&rﬂw (Statement of Cost) # =T&l fdan wirar g1

FH-HA fJavvrox ¥ ar@ Tiftexe & g idei 3 g 390 J&l B dF[ §B Ry W) Ao
STt 7, o i g aRe™ 4R (1) @ @R (Prime Cost) @ 39S #&1 a1 URIRE, (2) SREM SuRSA a
aRera 3t wfcrera, (3) drafea SuRey g aReg o afiem, onfe e (4) fas W Jaa a3t gfiaem, g
o4 3 gfdeE, snfe |

3 gfrert arT A= # W <l €1 Al e iRl @t ga fava safd @t i @ & 9
Al AT o gaw 81 91 B 1 g, A gfiend [faer <9 g i gEe e A W e e B

ar RaRv-v3 @ faf= awea
(Different Types of Cost Statement)

e fdaRu-um & fafi= sy fA=fafaa @ -
(1) ¥4 §B dFF R J&a =g el o1 afdea FAee @)

39 fIeRur-93 9§ U@ @1 | AR IR BT B § 91 S B 1 U @ gfaea o & s
g1 TR S SR 9 A AN DI 100 AT S & IR TS AR T WP B g gfererd s
AR 21 I gfieE @ A1 A9 Teed 9% A @t SR 2

IMustration 13.

2001 9§ & f=for faa=oi &1 @re faavor-o= g5t S fos 97 wfdea fear g @1 < & ga ar
I afi e Ar-aT W) Aderd € -

Prepare a statement of cost from the following particular for the year 2001 showing the percentage that

each individual item of cost bears to the total cost :

To
Pl AR &1 URMAR1% iF (Opening Stock of Raw Materials) 30,000
el AN BT A (Purchase of Raw Materials) 40,000
el Al a1 W Wi (Closing Stock of Raw Materials) 20,000
g IRSIA® (Direct Wages) 20,000
HREMT SURET (Factory Overhead) 10,000

BT 9 TIIA® SURET (Office and Adminsitration Overhead) 8,000
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Solution : Statement of Cost
(For the Year 2001)
Total
Particulars Amount Percentage
Rs. (%)
Opening Stock of Raw Materials 30,000
Add : Purchases of Raw Materials 40,000
70,000
Less : Closing Stock of Raw Materials 20,000
Cost of Materials Consumed 50,000 56.82
Direct Wages 20,000 22.73
Prime Cost 70,000 79.55
Factory overheads 10,000 11.36
Factory cost 80,000 9091
Office and Administration overheads 8,000 9.09
Total Cost 88,000 100.00

(2) 9ERY AR fAaRu-gx (Simple Cost Statement)—3afe SET&EROT 13 H Hﬁ?]?[ g fbe fa=n
fdeRor-93 sRga fan STC A 98 AURYT fAaR-uS FEATem | AR AR § 2™ 1 g PR
IuYeh MuPi & =T 99 TR f@rn & & fob Jo1 ara, SRE A, SRy 9 SRS are a
B AR -3 g W< B9 A S & Fab | I Sl 14 =1 =1 21, ael fAshl e A 4 9= 1Y /1
B AT BH XD A @ o #

Illustration 14.

TP HRAEM P RID1 T4 AfAerdl FRT A1 3R 2000 B forg ver Ieure & v # 1 gam saa

CIRUIRE

a8 a9 4,000 %o
qel 31 R SURST BT 180% 18,000 %o
T T ATA B AR 70,000 o
1 3™, 2000 31 3 ¥, 2000
w0 w0

bl Jid 10,800 12,600

ATe- BT 10,000 13,200

fafda wra 14,000 18,000

I YA :

g = 3,600 %o
PRI I (FREAHT SURTT T 10%)

fasa 85,000 %o

A1 & forg @r[ @ o 9 §U U fdeRu-uA SR @iferg |
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The books and records of a factory present the following information for the month of August 2000 of a
product :

Direct Expenses Rs. 4,000
Direct Labour being 180% of factory overheads Rs. 18,000
Cost of goods sold Rs. 70,000

Stock Accounts show the following position :
Ist August, 2000 31st August, 2000

Rs. Rs.
Raw Materials 10,800 12,600
Works-in-progress 10,000 13,200
Finished goods 14,000 18,000
Other information :
Selling expenses Rs. 3,600

Office expenses (10% of factory overheads)
Sales Rs. 85,000

You are required to prepare a statement showing cost and profit for the month.

Solution :
fohare fewoft—
(i) Cost of goods sold @t w1fer €t Wit &1 z9H fAfdfa w1a & Wi &1 anroH oo fAffa aa o
GINCESIGEIREILE IO | Rs.
Cost of goods sold 70,000
Add : Closing stock of finished goods 18.000
88,000
Less : Opening stock of finished goods 14,000
Cost of Production 74,000
(i) Cost of Production § Office expenses Tel @9 UR Factory cost SITd &l S :
Cost of Production 74,000
Less : Office expenses (see below) 1,000
18,000 x 100
(iii) IATIAR, Factory overhead = T =Rs. 10,000

. 10
3R Office expenses = 1,000 x E = Rs. 1,000

(iv) Factory Cost | il'l?*([-EFRf & b b1 FHRISH d Factory overhead ©ICTH & d1€ Prime Cost SITd

B SR Rs.
Factory Cost 73,000
Add : Closing stock of W.I.P. 13.200
86,200
Less : Opening stock of W.I.P. 10,000
Less : Factory overhead 10.000 20,000

Prime Cost 66.200
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(v) Prime Cost ¥ Ar3fl, Uchel 519 9 9¥el &g I &1 39 9P 66,200 — 18,000 — 4,000 = 44,200
o FYth AN H1 g1 SHH Bod A1 B (D I TG B3 AP 353 o AR 71 o A -

Rs.
Raw Materials consumed 44,200
Add : Closing stock of R.M. 12.600
56,800
Less : Opening stock of R.M. 10.800
R. M. Purchased 46,000
Statement of Cost and Profit
Rs. Rs.
Opening Stock of R. Materials 10,800
+ Purchases of R. Materials 46,000
56,800
— Closing stock of R. Materials 12,600
R.M. Consumed 44,200
Add : Direct labour 18,000
Add : Direct expenses 4,000
Prime Cost 66,200
Add : Opening stock of W.I.P. 10,000
Add : Factory overhead 10,000
20,000
Less : Closing stock of W.I.P. 13,200 6,800
Factory Cost 73,000
Add : Office expenses 1,000
Cost of Production W
Add : Opening stock of F. goods 14,000
88,000
Less : Closing stock of F. goods 18,000
Cost of Finished Goods 70,000
Add : Selling expenses 3,600
Cost of Sales m
Profit 11,400
Sales 85,000

(3) ART-U3 W & ®Y 4—VA1 39 qHY AL BT § o9 S1eA § WY<h ArRnh wd o 2 B
H A fafi= 9eR & SR (YA 9 SUER) AR §U & 3R 9% Se 3 §d T &l T 9e &
|1 [ T AFUN A1 B B
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IMustration 15.

AN AW

faforfaa faavor | -1 & PIp Td IUIATE] BT AIRIP ANE-U7 JIR PIT AR TAD IAE D

fore d1Ie & aw= &1 ufaea R :
BT SUART fban
PIh Icarfad fabar
IRPIA Snfed fdan
M Aewe Iarfed fban
Il Sarfed fban
Ped HIA BT YA fban
Aot &t
TR G AdIBR0T
qIq9 9 AT I

5,000
3,505¢e4
200<eH
50<H
48<cH

X 12.50 %o ufd e
X 24 %o yfd e
X 48 %o ufd e

X 180 %o ufd e
X 75 %o ufd e

3,900 wo
9,600 %o
9,000 %o
5,000 %o

From the following particulars of a company, make out a cost sheet of Coke and by-products and show the
percentage of each product to the weight of coal used :

Coal used 5,000 Tons @ Rs. 12.50 per ton
Coke produced 3,505 Tons @ Rs. 24 per ton
Tar produced 200 Tons @ Rs. 48 per ton
Sulphate of Ammonia produced 50 Tons @ Rs. 180 per ton
Benzol produced 48 Tons @ Rs. 75 per ton
Raw materials used Rs. 3,900
Wages paid Rs. 9,600
Repairs & renewals Rs. 9,000
Salaries & General charges Rs. 5,000
Solution :
Cost Sheet (Account Form)
Cost % of
Particulars Tons % per Amt. Particulars | Tons coal | Cost | Amt.
ton used | per
Rs. Rs. ton
To Coal used 5,000 100 12.50 62,500 By Coke
To Raw produced 3,505 (70.10 24 84,120
Material — — — 3,900 By Tar
To Wages produced 200 | 4.00 48 9,600
paid — — — 9,600 By Ammonia
To Repairs Sulphate
& produced 50 1.00 180 9,000
renewals — — — 9,000 By Benzol
To Salaries produced 48 0.96 75 3,600
& General By Loss in
charges — — — 5,000 weight 1,197 [23.94 — —
Total Cost — — — 90,000
Profit — — — 16,320
5,000 100 — 1,06320 5,000 100 — 1 1,06,320
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(4) o9 SYRegy faavur 9= 9991 @ (Where Job Cost Statement is prepared)—3afe Tg S BT &
fb fafi=1 Susrl @ T AT 311 W B 9 FT g€ AN goie fBY MY gl B Iwria & © A el Al
% & TR B A= SusrEl B g T e | ar favon 93 g s @ R gwe g arafas
B E 3R awnfaa SuRegy sgwif=a e €, Jdife Susr wfafes a1 afiawe R 8 5« E1 iR st
AN SIFA @ fore ad © 3 d% uehlelt &R+ St =gl Bkl 2

Illustration 16.
The following figures related to three jobs of a manufacturing concern :
1 st T il ween & 9 SuwEl @ wEiE §
Job No. 1 Job No. 2 Job No. 3

Direct material (I<I&l <I9q) 1,600 2,800 3,000
Direct Labour (9<I&l 319) 1,400 2,600 2,700
Chargeable Expenses (37 9<d& <09) 160 280 1,000

‘Work Oncost is 50% on Prime Cost and Office Oncost is 20% on Works Cost. Find out the Total Cost of
each job.

PRAMF SIRTT o ARK W 50% <1 g A1 ST ITIRTI SREAM A R 20% 81 TAD

SUBR B Fl AR qTSy |
Solution : Statement of Cost
Job No. 1 Job No. 2 Job No. 3
Rs. Rs. Rs.
Direct Materials 1,600 2,800 3,000
Direct Labour 1,400 2,600 2,700
Chargeable Expenses 160 280 1,000
Prime Cost 3,160 5,680 6,700
Works oncost (50% on Prime Cost) 1,580 2,840 3,350
Work Cost 4,740 8,520 10,050
Office Oncost (20% on Works Cost) 948 1,704 2,010
Total Cost 5,688 10,224 12,060

(5) 914 GRS T AM-81M @ W f3aR0-93 §9F1 @ (When Statement is Prepared from a trading
and Profit & Loss A/c)—faxita g&Isi 3 @ARe Tl @ -8 Tl g9/ S g1 afe 9 @@l ot
AERET W NG fAaRo-u3 SR B1 Bl @ 9 R SeTeRl S ufthd 6 T R | WEldSd B

IMustration 17.

319 2000 ) FETE 21 9Tl a4 H Wioie dies fafiics 3 1,000 XMhorex fAffa wa fasma fev| dfera
YIRS Td MY-8IfA @rar A= R 21

Pleasant Cold Limited manufactured and sold 1,000 refrigerators during the year ending 31st March, 2000.

The summarised Trading and Profit and Loss A/c is set out follow :
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To Cost to materials

To Direct wages

To Manufacturing expenses
To Gross Profit c/d

To Management and Staff Salaries
To Rent, Rates, Insurance

To Selling expenses

To General expenses

To Net Profit

Rs.
80,000
1,20,000
50,000
1,50,000

4,00,000

60,000
10,000
30,000
20,000
30,000

1,50,000

By Sales

By Gross Profit b/d

4,00,000

4,00,000
1,50,000

1,50,000

For the year ending 31st March, 2001 it is estimated that—

(1) Output and sales will be 1,200 refrigerators.

(2) Prices of raw materials will rise by 20% on the previous year’s level.

(3) Wages rates will rise by 5%

(4) Manufacturing cost will rise in proportion to the combined cost of materials and wages.

(5) Selling cost per unit will remain unchanged.

(6) Other expenses will remain unaffected by the rise in output.

ARl B forg ta fAeror IR B forad a8 Tarst & O 1@ w10 vfiea o o) §e

fboResl ® B9 Joa W 991 SF1 AIfRe|

You are required to submit a statement for the Board of Directors showing the price at which the refrigerator
should be marketed so as to show a profit of 10% on selling price.

Solution :
STATEMENT SHOWING THE PRICE AT WHICH REFRIGERATORS
SHOULD BE MARKETED IN 2000-2001
Rs.
Materials 96.00
Direct Wages 126.00
Prime Cost 222.00
Manufacturing Cost* 55.50
Works Cost 271.50
Rent, Rates and Insurance 8.33
Management and Staff Salaries 50.00
General Expenses 16.67
Cost of Production 352.50
Selling Expenses 30.00
Cost of Sales 382.50
Profit 10% on Selling Price 42.50
Selling Prize 425.00
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During the year ending on 31st March, 2001 the combined cost of materials and wages per unit will be :

Material consumed

Direct Wages

Rs.
96

126
222

During the year ending on 31st March, 2000 the combined cost of materials and wages was Rs. 200 and

manufacturing expenses were Rs. 50 per unit.

. Manufacturing Cost in 2000-2001 will be = =Rs. 55.50

(6) fobamToI—rt &1 ﬂ?ﬂ'ﬁlﬁ ol IR IR Ram BY (Showing valuation of work in process at prime

cost)

Ilustration 18

X Cool Air Ltd. are manufacturing room coolers and the following details are given in respect of its factory

operations for the year ended 31st December 2000 :
Work-in-Process, Ist January, 2000 :
At Prime Cost
Manufacturing Expenses
Work-in-Process, 31st December, 2000 :
At Prime Cost
Manufacturing Expenses
Stock of Raw Materials Ist Jan., 2000
Purchase of Raw Materials
Direct Labour
Manufacturing Expenses
Stock of Raw Materials on 31st Dec., 2000

Rs.
25,500

7,500

22,500

4,500

Rs.

33,000

27,000
1,12,500
2,38,500

85,500

42,000
1,02,000

On the basis of the above data, prepare a statement showing the cost of production. Also indicate separately
the amount of manufacturing expenses which enter into cost of production.

Solution :

(Showing the Valuation of W.IP. at Prime Cost)

X COOL AIR LTD.
Statement of Cost
(For the year ended 31-12-2000)

Rs. Rs.
Opening Stock of Raw Materials 1-1-2000 1,12,500
Add : Purchases of Raw Materials 2,38,500
3,51,000
Less : Closing Stock of Raw Materials 31-12-2000 1,02,000
Cost of Materials 2,49,000
Direct Labour 85,500
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Rs. Rs.
3,34,500
Add : Work-in-Process 1-1-2000 (at Prime Cost) 25,500
[ 3,60.000
Less : Work-in-Process 31-12-2000 (at Prime Cost) 22,500
Prime Cost 3,37,500
Manufacturing Expenses 42,000
Add : Manufacturing expenses included in W.I.P. on 1-1-2000 7,500
49,500
Less : Manufacturing expenses included in W.I.P. on 31-12-2000 4,500 45,000
Work Cost 3,82,500

(7) o9 TﬂﬂSﬁ P gegdi & T B IR SuR 51 FRA B (When Equivalence of one Product to others

is given to find out Overhead)

wiel g% o o3 b ‘o v =29’ SRRl @ A T a =2 W Gl B 3R 4 Igud § SuRery

faaRa &= aId Raren o a1 A= Ierexu Syl = :

IMustration 19.

A manufactures stools, chairs and tables. The materials and wages costs are separated as follows :

Tables
Rs.

Material for each
Wages for each
Production (units)

Total Factory Overhead (Rs.)

You are required to determine the Works Cost of each type of furniture after assuming that one table is
equivalent to four stools, are two chairs are equivalent to one table for the purpose of factory overhead allocation.

Stool

Rs.
3.6
4.8

6,000
60,000

Chair
Rs.
6.00
4.00
3,000

44.00
12.00
600

Solution :
Stools 6000 Chairs 3000 Tables 600
Per unit Total | Per unit Total Per unit Total
Particulars cost cost cost cost cost cost
Rs. Rs. Rs. Rs. Rs. Rs.
Materials 3.60 21,600 6.00 18,000 44.00 26,400
Wages 4.80 28,800 4.00 12,000 12.00 7,200
50,400 30,000 33,600
Factory overhead,
Rs. 60,000 divided in the ratio of 5:2:2* 25,000 25,000 10,000
Work Cost 75,400 55,000 43,600
*Stools = 6,000 |
Chairs (3,000 x 2) = 6,000 Stools  fRatio5:5:2
Tables (600 x 4) = 2,400 Stools
Total 14,400 Stools
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8) {ﬁﬂ q Xqq fbm SamEd (Defective and Rejected Work)—®@ft ®ft S &1 BB UM Yaq
(Reject) B faam ST & 3R SN 3@y & ©U H 99 a1 oan 81 =0 7 sprsai don S9! A | ara
¥ IR { IUEH AR | | "l S A1y | 3991 Y§ Saure (Net output) HIGH 81 SIRRM | Y§ SeA
P AFE | §ﬁ'¢l IdIEd Bl b A (Cost of rectifying defective work) Bl <gg sfaRaa ‘fﬁlﬁ aRea
(Additional works overhead) fer@®® Sirs 311 =nfay s&« It v S (Saleable finished goods) G4
IS AR $19 8 SRAf |
Ilustration 20. (Rejected and Defective Production)

The following particulars are obtained from the records of a factory.

Materials issued Rs. 64,000. Wages paid Rs. 56,000. Factory overheads 60% of Wages. Out of the
materials issued Rs. 800 worth of goods have been returned to the store and Rs. 400 transferred to other jobs.

10% of the production has been scrapped as bad and a further 20% has been brought upto the specification
by increasing the factory overhead to 80% of the wages. If the scrapped production retches only Rs. 470, find
the production cost per unit of the finished product if the total product (including the quantity scrapped) be 100
units.

TS Bhagl & odl | e fJavo gma go-

frifaa |rEh 64,000 A9IgR 56,000 Fo HREMT SURET FASIGR F1 60% i arsh #§ | 800 o @t
Al Rl B aIft B 6 TE 3iR 400 To B 3T IUBMET B ARG B & T |

I<4EA B 10% A 31 4 I8 o e | 39 IR 20% #rd o1 [HuiRa «R 9@ @ & forg
PREM IIREG B TRAAT B 80% 76 I 1| Afe I&g fha A 91 & fApa | 470 Bo wr<d B
T a1 fAffa Swre ) 9fi se1E SR Ar[ F) BT Safd G I Ieg O T A Gfed 100 SHRif
&

Solution : (Ist Method) Statement of Cost
Amount
FParticulars Units Total
Rs. No. Cost Rs.
Materials issued 64,000
Less Returned to Store 800
63,200
Less : Transferred to other jobs 400
Materials consumed 62,800
Wages 56,000
Factory Overhead 60% of Wages 33,600
Gross output 100 1,52,400
Less : Sale proceeds of scrapped production 10% of the
production scrapped. 10 470
Add : 20% of the production Total has been brought upto
the specification by increasing the factory overhead. 90 1,51,930
to 80% of wages.
MOOO X & X ﬂ 2240
100 100 ’
Production Cost 90 1,54,170
Production Cost per unit 1,713
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20% of the output was found defective on which Factory Overheads were increased to 80% of wages
60% were previously charged, so 20% more increased.

(IInd Method) Cost Sheet
Rs.
Materials consumed : Rs. 64,000 — (Rs. 800 + Rs. 400) 62,800
Wages 56,000
Factory Overhead :
On 4/5th of output at 60% of Wages (60% of Rs. 44,800) 26,880
On 1/5th of output at 80% of Wages (80% of Rs. 11,200) 8,960 35,840
1,54,640
Less Sale proceeds of scrapped production 470
Factory or Production Cost of 90 units of production 1,54,170
Factory or Production Cost per unit 1,713
ffder, srgmfAa swerar 2ver goa &t wor

(Calculation of Quotation, Estimated or Tender Price)

UI: g @ § 31 8 b 519 it B e (e, B, 9 a1 B 3 ARPR) 3RMdl TR-ARGR
) fit fashan & @i w11 g BN @rea &, A1 98 fasanr @ [fdar qw smfa o= g, @ife Ss@ A=
smgfdfaatell g1 W9t R AT T (KA fAsha o) &1 1 8 9 iR 9 +f fasban w99 79 o W
gfd w1 & forg TR ®, S fasar & 91 31 3 b on 9o | ffawr @ srgwifa sieran Svs g
o Bt R s & fog s wewayel Bl &, Jaifes afiRagt & 9 I 9 3 syfcidal gRT SRa
Ied T = Y 34 B @) Rafa 9 <ien sua geil 9 @ g s [Afde o &1 RaiRer adqa= o
M W @R YT B B A1 AJYfd BT G T B, 310 S 9 W IAE AN a1 9w § A B
fafa= a<al § B9 arel uRad=1 o1 waRSIE fa srean 81w [Afde g RufRer § s arsh (sarE
e =i $eA ot fafeRdt (Fgeh) o AT, J<del Ta ITvedel & A1 gATG o 3t 1 afFafera fban
IR

oA | Araenfai (Precautions in Calculating Tender Price)—o¥T f& SR aarn  ® & [fder ©
A1 W fhA WM aTel s Sieran Wias § BRI WM aTel SRl B R A shal T W 3ifdd fAsvarsi 9 Rfderd
(Tenders) AT B & Td S A RO fAshal ¥ Ha¥ BH Hod IR H1A BT 31q@1 a1d ot 3mfef By 1
sreare 3 8, S A A wa o forn S 7 sierar e & forn o 21 o Rar Hl g fe 9 1=
If wewaye B & RAfde e o o s |awigds St afee | wr: Rfder e @ o ava a9
fferfaa fgei w w39 o) sravgear kit &

(1) fAfaer geu faast se1sal & forg R S0 2, 39 920 &1 9d &= § @@= Aif{u|

) fFfaer qoa oF ozl & forg R o & Sa-t sasadl ot areh are st &3 anfee | |nsEt

SR 1 S T ARTG-UF A foan 511 [ehell 31 APl AN &1 IgHM IMUIfae Arel & MR
R fde 3 Arelt & ged § fda ot a1 9 i 31 R BRa g8 fban s anflee ) afe fAfder
Tea & forg wrsh &1 g & = & < fr St gwu & forn s =anfRg |

(3) ffder o o 7o B TE 37 1 3 T S W I ARG-UF & SMYR WR I | B arel

Raci ®1 &9 | WA g IMJUIRIS w9 A F1d HR o a1ieq |
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(4) PREMI SURLY FTFAR A B 91T AT FTH TOFI T ANG-97 H A gY waer /M
D WA SAD! TR AT BB, B AR |

(5) e, wemeH, {39 va faavor SuRerd 3t oM o Ya & 7 A 8 R, A9 HREM AR
(Works cost) @ 3R UR I =feT| Serevvl & forg, af? 79 ara-9a § srafaa seran
ARIRIA® IURTT HREMT AN & 8% & < fAfaar gea ot o & forg i [Afder 3t segal o
PREM AN R TRMEAS IR 8% B X A 9 fHA a1 fa=i it g &t qea a fE
a1 B4 b1 ) GRS 3@ & fda s =R |

(6) 31 ¥ FHfaeT qea & sTguifad o o SISt S 81 39 @19 @t 0 SeEgeR @A R A
B YR R A ARy A B e [Ader 7 81 A 7@ ara-uF 9 A | a1 3 vl g
TG 31era fasa e W - wfdy va ura gfaer o 3% | [fde 1o @ fog o sma a=
<1 =Ry |

fAfaer 2g r@ Revorwa & A= @ s
(Different Types of Cost Statement For Tender)

(1) el e R @ 3t are 9w 3mnRa &, =i 9 @M afdea § 3R 9 & (No Change

in Costs and Profit-Percentage)
Ilustration 21.

fA=ferfaa snieps 31 fegmR 2000 @1 G 3 91E 3 3rafd § fasiel & uEl & Idared yRaaATd— A
iR g

The following figures relate to the costing of a manufacturer of electric fans for a period of 3 months

ending 31 Dec., 2000 : Rs.
Completed stock on Ist Dec., 2000 Nill
Completed stock on 31st Dec., 2000 20,250
Stock of raw materials Ist Oct., 2000 5,000
Stock of raw materials 31st Dec., 2000 3,500
Factory wages 75,000
Indirect charges 12,500
Materials purchased 32,500
Sales 1,12,500

i el W (AR gl @t | 3,00090 1 9f 9 @ e R ge aen 750 g @ [fde e Raw
gY, IIf% o A I gfierd R W 9 dF W § @ oft, Rarvius AR #fvm
The number of fans manufactured during the 3 months was 3,000. Prepare a statement showing the cost

per fan and the price to be quoted for 750 fans to realize the same percentage of profit as was realized during the

three months.
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Solution :
Statement of cost of 3,000 Fans Quotation for 750 Fans
Rs. Rs.
Stock of raw materials Ist Oct. 5,000 Materials 1/4th of Rs. 34,000 8,500
(+) Purchases 32,500 Labour 1/4th of Rs. 75,750 18,750
37,500 Prime Cost 27,250
(=) Stock of Raw Materials— Factory Overheads 1/6th of Wages 3,125
31st Dec. 3,500 Factory Cost 30,375
Materials Consumed 34,000 Profit 1/9th on Factory Cost ‘ 3,375
Wages 75,000 Quotation Sale Price 33,750
Prime Cost 1,09,000 Cost per Fan :
Indirect Charges 12,500 Rs. 30,375 + 750 Fans 40.50
Factory Cost 1,21,500
(+) Completed Stock Ist Oct. Nil
1,21,500
(=) Completed Stock 31st Dec. 20,250
Cost of Goods sold Rs. 1,01,250
Profit 11,250
Sales Rs. 1,12,500
Indirect charges are 1/6th of Wages
Profit is 10% on Sales or 1/9th on Cost.

() w4 9fas 3§ 9refl v sm @ 1 # gRaeH & (When there is change in the prices of Materials

and Labour in Future)
Ilustration 22.

From the following data prepare a cost and profit statement of Ajanta Stoves Manufacturing Co., for the
year 2001.

Rs. Rs.
Stock of Materials on Establishment Expenses 10,000
Ist January, 2001 35,000  Completed Stock in hand
Stock of Materials on on Ist January, 2001 Nil
31st December, 2001 4900  Completed Stock in hand
Purchase of Materials 52,500 on 31st December, 2001 35,000
Direct Wages 95,000  Sales 1,889,000
Factory Expenses 17,500

The number of stoves manufactured during the year 2001 was 4,000.

The company wants to quote for a contract for the supply of 1,000 Electric Stoves during the year 2002.
The stoves to be quoted are of uniform quality and make and similar to those manufactured in the previous year;
but cost of materials has increased by 15% and cost of factory labour by 10%.

Prepare a statement showing the price to be quoted to give the same percentage of net profit on turnover
as was realised during the year 2001 assuming that the cost per unit of overhead charges will be the same as in
the previous year.
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Solution : Cost and Profit Statement of Stoves
for the year 2001
Output 4,000 Stoves
Amount Amount
Total per unit
(Rs.) (Rs.)
Opening Stock of Materials 35,000
Purchase of Materials 52,500
87,500
Less : Closing Stock of Materials 4,900
Value of Materials Consumed 82,600 20.65
Direct Wages 95,000 23.75
Prime Cost 1,77,600 44.40
Factory Expenses 17,500 4.37
Works Cost 1,95,100 48.77
Establishment Expenses 10,000 2.50
Cost of Production 2,05,100 51.27
Opening Completed Stock Nil
Cost of Production during the period 2,05,100
2,05,100
Less: Closing Completed Stock 35,000
Cost of Sales 1,70,100
Profit 18,900
Selling Price 1,89,000
STATEMENT SHOWING QUOTATION PRICE FOR 1,000 STOVES
Particulars Amount Amount
Total per unit
Rs. Rs. Rs.
Material consumed 20,650
+ 15% increase 3,098 23,478 23.748
Factory wages 23,750
+ 10% increase 2,375 26,125 26.125
Prime Cost 48,873 49.873
Factory expenses 4,375 4.375
Factory Cost 52,248 54.248
Establishment expenses 2,500 2.500
Total Cost 56,748 56.748
Profit 10% on selling price 6,305 6.305
Selling price 63,053 63.053
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(3) oE T 3af B SuRarEl #1 wiea s wva e @™ REn g Afde wga a1 @7
Hlustration 23.

TP F B gRadt A Frfafa sies wra R W E

ARER @ AR 4,00,000 To 3 & AR 3,00,000 Fo, HREMT & 1,50,000 Fo, TR & 1,70,000
To, famt &g 42,500 %o, faaxur = 42,500 %0 |

S AHSI B MMYR W TS HIA-37<¥ TR a1 711 3 3R 59 R 1 =79 f6d W €

|rER 10,000 %o, 37 6,000 %o |

PREM SURE gge wRsfAe wR nelRa g1 womvmE, (st 9 fiavu =g srRaEr aRaayg w®
MR §1 F8 w1 gY fb SRE SuRE 10% | SR gl TR § 701 371 IuRT Tgal 9 a9t sifdreri
A 8 g a1 ™ G IReEd W 20% @ g, r-1e B g o o Hiforg |

The under-mentioned figures have been collected from the books of a company :

Cost of materials Rs. 4,00,000, Cost of labour Rs. 3,00,000, Factory charges Rs. 1,50,000, Administration
charges Rs. 1,70,000, Selling charges Rs. 42,500, Distribution charges Rs. 42,500.

On the basis of the above, figures a work-order has been executed and the following expenses have been
incurred thereon :

Materials Rs. 10,000, Labour Rs. 6,000.

Factory overheads are based on Direct Wages. Adminsitration, Selling and Distribution charges are based
on Factory cost. Assuming that the Factory overheads have gone up by 10% and other overhead expenses
maintaining the same percentages and the profit charged is 20% on the total cost, find the total price of the work-
order.

Solution :
Statement of Cost of the Department Statement of Cost of Work Order
Rs. Rs.
Direct Materials 4,00,000 Direct Materials 10,000
Direct Labour 3,00,000 Direct Labour 6,000
Prime Cost 7,00,000 Prime cost 16,000
Factory Charges 1,50,000 Factory overhead @ 55% of Labour 3,300
Factory Cost 8,50,000 |
Admn. Charges 1,70,000 Factory Cost 19,300
Admn., Selling and Distribution
Office Cost 10,20,000 overhead @ 30% of Factory
Selling Charges 42,500 Cost 5,790
Distribution Charges 42,500
Total Cost 25,090
Total Cost  11,05,000 Profit 20% on Cost 5,018
- Selling Price Rs. W
Precentage of Factory
Overhead on Direct Wages = 50%
Percentage of Admn. Selling & Distribution
Charges on Factory Cost = 30%
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4 4 wral, s 9 SuRel § aRads st \_rl'N (When change in estimated cost of Material

Labour and Overheads is to be considered.)

Ilustration 24.

Following are the particulars for the production of 2,000 sewing machines of Sadhna Engineering Co. Ltd.
for the year 2000 :

Rs.
|l B SR (Cost of Materials) 1,60,000
TRsfAe (Wages) 2,40,000
fAHfor =g (Manufacturing Expenses) 1,00,000
§M (Depreciation) 1,20,000
fovman, ex 9 € (Rent, Rates and Insurance) 20,000
fast =g (Selling Expenses) 60,000
AT G (General Expenses) 40,000
faml (Sales) 8,00,000

H¥ 2001 H 3,000 Ryerg w9 Scnfea &3 wrecd ©1 39 98 od fwr g¢ us faaror-u aegd
Fiforg, fora W A 92t o1 W TIfd fasa o W 10% a4 8 9o | FA=afafaa iR @ smus
& S ' -

(31) ARl g 20% 9 Y AT 7 |

(@) uRsifA® IR 5% T8 B} 3Tem 2|

(@) fAufo =@ wrslht @ uRsfies 3 Gy dar[ & rgurd | 933
(®) 9fd @8 fama =g ot KA

(@) I JY IR B g™l A JuIfAd BN |

The Company plans to manufacture 3,000 sewing machines during 2001, You are required to submit a
statement showing the price at which machines would be sold so as to show a profit of 10% on the selling price.

The following additional information is supplied to you :
(a) Price of materials is expected to rise by 20%.
(b) Wage rates are expected to show in increase of 5%.
(c) Manufacturing expenses will rise in proportion to the combined cost of materials and wages.
(d) Selling expenses per unit will remain the same.

(e) Other expenses will remain unaffected by the rise in output.
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Solution : Statement of Cost and Tender Price for 3,000 Machines
Cost of 2,000 Cost of 3,000
Machines Machines
Total Cost Cost per Particulars Cost per Total Cost
Machine Machine
Rs. Rs. Rs. Rs.
1,60,000 80.00 Cost of Materials 96.00 2,88,000
2,40,000 120.00 Wages 126.00 3,78,000
4,00,000 200.00 Prime Cost 222.00 6,066,000
1,00,000 50.00 Manufacturing Expenses 55.50 1,66,500
1,20,000 60.00 Depreciation 40.00 1,20,000
20,000 10.00 Rent, Rates and Insurance 6.67 20,000
6,40,000 320.00 Works Cost 324.17 9,72,500
40,000 20.00 General Expenses (Office) 13.33 40,000
60,000 30.00 Selling Expenses 30.00 90,000
7,40,000 370.00 Total Cost 367.50 11,02,500
60,000 30.00 Profit 40.83 1,22,500
8,00,000 400.00 Selling Price 408.33 12,25,000

(5) 1@ Icured ama = @ iR Rfde g ama-ara w® AR @A & (When production
capacity is different in one period from the other and tender price depends upon the determination of capacity
costs)

T HREM B Sl AHI &A1 SR B B Bl 8, 394 Bl fat srafd &, 711 9 81 & dRot
a1 At 9 5/ 9 fAen © PRI, SWURA $H &9 S IFHY Bl © Al P g Al H ugd B & A
s a1 & o aoiR @ aRRAR srgae Bt ¥

ffafaa SemeRY avdr-srgaR S aReEd s $Rra © e ffder e fRuiRa sxa 21 3@
T qoredl = @ wafa § o 5 SuRew v 3 sgar wega R oW #)
Illustration 25.

T PR B A &« 1,20,000 Sorsal ufd af g1 I &t rgATa @ ¥ 9K © ¢

geger |araf 3 %o ufd Shrg
qcgel 3 2 %o Ufd 318 (KA TIRSIAS 12,000 Fo Hfel A1)
MYE] g9 :
et 1,60,000 Bo arfies
gRacdele 2 %0 ufd ST
sg-aRadTeliad  50% eman & 60,000 Fo dATfeh qAT eTHaT &Y UAD 20% AT SHD I B

9 & % 20,000 To fiRk = |
AR B TS FhIE A AN I BT g o 20 9 & <R |9 99 e S 21 2001 a9 # daed
q 9o 4918 9 50 i SrRieHa R SR faan g, <ifd ag smen 3t i off fF 9w 9 wrE 4 g 80 wiie
FRiGH R BRI BN | H2¥ 391 A fAha e 120 ufd 31 o111 o fAfffa w1 o= 2,18,000 Bo &1
<4 AfSTa B 7g 9N 9 918 & IUre b faspa g fbamn fuifRa fan sn =nfeg ?
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A factory’s normal capacity is 1,20,000 units per annum. The estimated costs of production are as under:
Direct Material Rs. 3 per unit
Direct Labour Rs. 2 per unit (subject to a minimum of Rs. 12,000 per month)
Indirect Expenses :
Fixed
Variable

Semi-variable

Rs. 1,60,000 per annum
Rs. 2 per unit

Rs. 60,000 per annum upto 50% capacity and an extra Rs. 20,000 for every
20% increase in capacity or a part thereof.

Each unit of raw material yields scrap which is sold at 20 paise. In 2001, the factory worked at 50%
capacity for the first 3 months but it was expected to work at 80% capacity for the remaining 9 months. During
the first 3 months, the selling price per unit was Rs. 12. What should be the price in the remaining 9 months to

earn a total profit of Rs. 2,18,000 ?

Solution :

Statement of Cost and Selling Price

(100% Capacity = 1,20,000 units per annum or 10,000 units per month)

50% Capacity | 80% Capacity | Total Cost
Particulars for first 3 for next 9 of 87,000
months months Units
15,000 units 72,000 units
Rs. Rs. Rs.
Direct Matetial @ Rs. 3 per unit 45,000 2,16,000 2,61,000
Direct Labour @ Rs. 2 per unit with a
minimum of Rs. 12,000 p.m. 36,000 1,44,000 1,80,000
Prime Cost 81,000 3,60,000 4,41,000
Indirect Expenses :
Fixed Rs. 1,60,000 p.a. 40,000 1,20,000 1,60,000
Variable @ Rs. 2 per unit 30,000 1,44,000 1,74,000
Semi-Variable Rs. 60,000 p.a. upto 50%
Capacity and extra Rs. 20,000 for every
20% increase in capacity or part thereof 15,000 85,000 1,00,000
Cost of Production 1,66,000 7,09,000 8,75,000
Profit 14,000 2,04,000 2,18,000
Selling Prices 1,80,000 9,13,000 10,93,000
@ Rs. 12 per @ Rs. 12.68 Rs. 12.563
unit approx. per per unit
unit
Notes : 1. Semi-variable cost of 80% capacity has been ascertained as follows :
Rs.
Rs. 60,000 per annum for 9 months for 50% 45,000
Rs. 20,000 for additional 20% 20,000
Rs. 20,000 for additional 10% 20,000

85,000
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As additional Rs. 20,000 are not given per annum, the full amount of Rs. 20,000 has been taken and
not proportionately for 9 months.

2. Sale of scrap has been ignored because what quantity is sold for 20 paise is not given. The question,
of course, speaks of ‘Each unit of Raw materials’ yielding scrap but the quantity of each unit of
Raw Material is not given. 15,000 units of first three months or 72,000 units of the next nine months
are the units of product and not those of Raw Material.

If the value of scrap had been determined with the require information, it would have been deducted
to arrive at the Cost of Production.

JAIGH Y9Il (Production Account)

fIoa v <l § ScureH @ BT f3aRor a1 [ IHET GHSITA T ¥ | SWEA AR $ hel B @
& Uey ¥ W @1 o epat 21 sﬁﬁﬁﬁwm(ProductionAccount)?b?ﬁ%.I Ig & T’ g
H eI T U U |l § forr Saared 1 Armi, fama den e 3 fdaver iR gu ek 1 swe Sfie
qe1 # fafi—= sl & sria Scureq e fears oIl @ qen fee a1 4 R A1a 9t fasst e ot
21 3 yeR ¥ [Affa a1a &1 yRfRie Wi Sfde ga1 9 gen if~m Wi Bfee ver ¥ fowrn sen 81 34
YR Ay o NG a8 Sl 1 319 $fSe ver | faspa f? forgex A1 vell @1 3R sia fhan e
21 »fec gy g1 8N W Sfde # =R oy & ™ A Jon faudia sraxen 4 w1} @ 9 | foran wian 21

PRODUCTION ACCOUNT

FParticulars Amount FParticulars (Amount
To Direct Material [ ... By Total Cost of Productionc/d | ...
To Direct labour [ ...
To Direct expenses | ...
Prime Cost | ...
To Works overheads [ ...
Works Cost | ...
To Officer overheads [ ...
To Total Cost of Productionb/d [ ... By Cost of production of goods
To Opening Stock of finished goods | ... available forsalec/d | ...
To Cost of production of goods By Closing stock of finished goods | ...
available forsaleb/d | ... By Cost of production of goods
solded | Ll
To Cost of production of goods sold b/d....{By Sales | .....

To selling and distribution overheads

To profit

I D Fo AN Pl JA AN, DREMI, ARKI I ST Bl G AR <14 ==l 3§ for: PR AR
faa=ur-uz 4§ qertan o &, S YR SR WK H I 91 Wahdl § difd 3 9 gae | 8@ qo-
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PRODUCTION ACCOUNT

Rs. Rs.
To Direct Materials | ... By Prime Costed |

To Direct Labour | ...

To Direct Expenses [ ...

To Prime Costb/d | ... By Factory Costec/d | Ll

To Factory Overheads | ...

To Factory Costb/d | ... By Total Cost of Production c/d —
To Office Overheads | ...

IR 1 9THY WA Bl Aifd & | 3 F=h Al &1 e G T/ g @S9 9o Wi | foran smem
3R afe =1e] B F1 T A 1 7 @ S fa<ia wr A feran smom

IAEA W P 7 9y W IR fasar o waan @ R daa S ot Arl den @ @t gEe
4 g a1

PRODUCTION ACCOUNT

Particulars Amount Particulars Amount

To Direct Materials | ... By Cost of Production | ...
To Direct Labour | ...
To Direct Expenses | ...

To Factory Overheads | ...

Total | ... Total | ...
To Opening Stock Finished Goods | ... By Total Stock of Finished Goods | ...
To Cost of Production | ... BySales ] ...

To Profit (Balancing Figure) | ...

Total [0 Total ...

*Tg qHE1 1 & fb Prafera SuRey dad Sdre A 9dfdd €1 fasha A Wafda erafera SuRedl o1
faspa SuRemal o wftafera fasar = 2

Jdre a9 & fafi= w9 (Different Types of Production Accounts) : STUTEH oW &1 WHY SUHHA
B gHfA R R FRan 7

1. PN 9 Db FI B SUET R (Production Accounts of Coal and Coke Companies) : S
B PIIAT TAT DB IR BN &, T8 I B 9 Ub I Wi AR HEn | S IRMRie6 9 i~ vefdan
&t A €t E 7, A goa =81 31 A, 9 S Youie Swe AR 3t ¥ R fha SR afe SaureE
9 IRFR B Tt I AR A =R B, 921 T IAEH Wi A TR UG W H AT SRR @,
I IR B 9 A1 eI 6 3T AN Ty 9 3 AR IR ¥R @R H A1 ¥R Sl
a1fey (AR} TTIR® =1 Bt R 7 4 g3 @11) 3 TR AR A1) SR 9 IRAH TBhd @t arm@ 4
IR B TAT AT B F1 Y= AT & 4l 31 SR a1 HR FA11 T |
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Illustration 26.
The following are the balance of the Impersonal Ledger of a colliery, relating for the month of March 1965

Rs.
Wages paid for coal production dept. 5,556
Stores used for coal production dept. 270
Repairs and renewals for coal production dept. 869
Stable expenses for coal production dept. 293
Timber used for coal production dept. 467
Rent, rates and taxes for coal production dept. 281
Royalties for coal production dept. 735
Aministration expenses for coal production dept. 381
General sales of coal 12,100 tons 885
Of the stock of coal at Ist March, 1965, 6,900 tons were sold to the coke production dept.
at Rs. 10 per ton 10285
Other raw materials used in coke production 315
Wages paid for coke production 850
Repairs and Renewals—coke production dept. 790
Salaries and general charges—coke production dept. 417
Sale of coke 4,800 tons 8,400
Sales of by-products 1,372

The stock of coal at Ist March was 7,000 tons values at Rs. 10 per ton and at 31st March, 3,000 tons
valued at Rs. 12 per ton. The stock of coke at Ist March was 2,000 tons valued at Rs. 25 per ton and at 31st
March, 1,900 tons valued at Rs. 28 per ton. The total production at the colliery was 15,000 tons of coal and 4,700
tons coke.

Prepare separate Production Accounts for the coal and coke, showing the cost of each item of expenses
per ton of coal and coke respectively.

Solution :
Coal Production A/c
(For March 1965)
(Output 15,000 tons)
Cost per Cost per Amount

ton Amount ton

Rs. Rs. Rs. Rs.
To Wages 3704 5,556 By Cost of Production
To Stores .0180 270 ¢/d (15,000 tons) .6490 9,737
To Repairs & Renewals .0579 869
To Stable Expenses .0195 293
To Timber used .0311 467
To Rent, Rates & Taxes .0187 281
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Cost per Cost per | Amount
ton Amount ton
To Royalties paid .0490 735
To Depreciation 0254 381
To Adminsitration exp. .0590 885
.6490 9,737 .6490 9,737
To To Opening Stock Tons Rs. Tons Rs.
@ Rs. 10 per ton 7,000 70,000 By Sales 12,100 10,285
To Cost of Production b/d By Coke Production A/c
@ Rs. 6490 per ton 15,000 9,737 @ Rs. 10 per ton 6,900 69,000
To profit 35,548 By Closing Stock
@ 12 per ton 3,000 36,000
22,000 1,15,285 22,000 1,15,285

Coke Production A/c

(Output 4,700 tons)

Cost per Cost per| Amount
ton ton
Rs. Rs. Rs. Rs.
To Coal Production A/c b/d By Sales of By-products 29 1,372
6,900 tons @ Rs. 10 By Cost of Production
per ton 14.68 69,000 By c/d 14.90 70,000
To Raw Material .07 315
To Wages 18 850
To Repairs & Renewals 17 790
To Salaries & General
Charges .09 417
15.19 71,372 15.19 71.372
Tons Rs. Tons Rs.
To Opening stock
@ Rs. 25 per ton 2,000 50,000 By Sales 4,800 8,400
To Cost of Production b/d By Closing Stock @ Rs. 28
@ Rs. 14.90 per ton 4,700 70,000 per ton 1,900 53,200
By P & L. Loss 58,400
6,700 | 1,20,000 6,700 | 1,20,000

2. O IRRA @1 SwEA @ (Pig Iron Production Account)—fiT 3MRRA JIR H=A ¥ 3M®
AMAGI-BRIC, BId, T PI URR, Bodl el T SIAHISE M BT SUART Bl 7, 31d: Tddh ArEl fhaw
g Bl ST T M TAD SHTS B BRI § TS Arll 1 fHa-t A i Jre = =y | weft-it
IAUEEH IAIGH A TAT ATMRS AT TATN-3T ATH BT aTedl & T iR IR 4 I @amike
st fawrE ot 8, S99 AUIR® @K &1 o A1 8 ol B afe st a1 swa=alRa o =16t & &,
A SHEH Wl Bdel SAEH N f@rar B
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IMustration 27.

Mody and Co.’s Pig Iron Production for the Quarter ending 31st March, 1992 amount to 32,000 tons. The
standard cost of Production i.e. the price charged by Production Account to Trading Account of ton of Pig iron
is Rs. 21.

From the particulars given below prepare a Trading Account showing Trading profit and a Production
Account showing profit and Production and cost per ton of each item of expenditure.

A<l Tus HRN BT O SRR 31 A, 1992 P A dieg ad | 32,000 S g3 | SIEA B A
AT (3rie Yo &l & Sure @) & AMiRe @ 4 =1 fBa1 T™m) U@ e {1 3R &1 21 3o 7l

fr=ferfa faavor 31 va aamaiRe @ @amaRe o e gu a SR WMl ITET IR ord a0
wfa g =g H 9 <1 A Raw g a9sa

Stock on Purchases during Stock on
Particulars 1-1-1992 the quarter 31-3-1992
<P gieg ay § B <l
Rs. Rs. Rs.
Limestone (GITSAREH) 3,100 42.300 5,400
Coal and Coke (@Il G211 BIh) 17,400 2,93,500 14,900
Iron ore (JIMTARA FHzd) 14,600 1,77,200 27.800
Pig iron (fa71 3ma==) 2,97,000 10,33,000 2,99,000

Other production expenses during the quarter were : (TS a9 # 37 SUTEH g ) :
Furnace Wages Rs. 92,000, Carriage inwards Rs. 22,000, furnace Repairs Rs. 26,000.
Y& AR 62,000 o, IR M HFT 22,000 Fo, HESt FRFA 29,000 %0 |

Solution : Production Account for the Quarter ended 31 March 1992
(Output 32,000 Tons)
Per Total Per Total
Particulars Ton | Amount Particulars Ton | Amount
Rs. Rs. Rs. Rs. Rs.
To Lime Stone Consumed : By Transfer to trading
Opening Stock 3,100 a/c 32,000 tons
Add Purchases 42,300 @ Rs. 21 p. ton 21.00 6,72,000
45,400
Less Closing stock 5,400 | 1.2500 40,000
To Coal and coke
Consumed :
Opening stock 17,400
Add Purchases 2,93,500

3,10,900
Less Closing stock 14,900 | 9.2500 2.,96,000
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Per Total Per Total
Particulars Ton | Amount Particulars Ton | Amount
Rs. Rs. Rs. Rs. Rs.
To Iron ore Consumed :
Opening Stock 14,600
Add Purchases 1,77,200
1,91,800
Less Closing Stock 27,800 [ 5.1250 1,64,000
To Carriage inwards 0.6875 22,000
" Furnace Wages 2.8750 92,000
" Furnace Repairs 0.8125 26,000
To Cost of Production 20.0000 6,40,000
To Profit on production 1.0000 32.000
21.0000 | 6.72.000 21.00 | 6,72,000

Trading a/c for the Quarter ended 31st March 1992

Rs.

To Stock on 1-1-1992 2.97,000
” Transfer from production a/c 6,72,000
” Gross Profit 3,63,000
13,32,000

By Sales
By Closing Stock on 31-3-1992

Rs.
10,33,000
2,99,000

13,32,000

3.gaq m Bl YIS Gl (Yarn and Cloth Production Account)—®dST Jd A IR Bl &, I
T SR @R A HB Gd 3 ) 91t 921 5 Ga FUST TR FA S ford gvarafd 8l Jga Swdred
Gl &t S AISS Bt AT BT Sl 3R § T8 A1 HUST SIS Wi H Al S AR TR IR R
& =iy, Afd aft aRfRie Bk a @19 SwRa 6t aFEi A oK &, d 3ivd Sdred are Adrer!
AR | FHUST IUIEH WY BT T AT U8l IR FR oH1 AT ROy a1 Seure= a5t Al Al B 9

AT Loss in (Weight) AT & <ITQ !
Ilustration 28.

The Cloth and Yarn Manufacturing Account

Decmber, 1967 is set out as below :

of the Malwa Mills Ltd., for the year ended 31st

Rs. Rs. Rs.

To Opening Stock : By Sale of 2,24,000 Ibs. of Waste being

Yarn 44,800 1bs. 33,600 that portion of 11,53,600 lbs of cotton

Cloth 88,200 1bs. 88,200 1,21,800 as per contract which could not be
To Cotton consumed utilised in yarn manufacture 28,000

11,53,600 1bs. 9,01,250 | By Yarn Sales 1,68,000 Ibs. 1,89,000
To Spinning Wages 57,050 By Cloth Sales 7,56,000 Ibs. 8,97,750
To Weaving wages 91,700
To Stores consumed in spinning By Closing Stock :

which increased the yar by 5,600 Ibs. Yarm 1,40,000 Ibs. 1,48,750

in weight 41,300 Cloth 1,90,400 1bs. 2,14,200
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Rs. Rs.
To Stores and sizing material
consumed in weaving which increased
cloth by 1,86,200 Ibs. in weight 1,48,400
To Spinning Fuel 36,050
To Weaving Fuel 22,400
To Gross Profit 57,750
14,77,700 14,77,700

In the above Manufacturing Account (where the closing stock of yarn and cloth is taken at actual cost) it
is contended by the income-tax authorities that the closing stock is valued below cost price in order to suppress
the profit actually made.

For the satisfaction of the authorities, you are required to prepare from the above Manufacturing Account,
a separate Yarn Production Account and a separate Cloth Production Account, showing the following details :

(a) Gross Profit of the department.

(b) Total quantity produced (indicating opening stock).

(c) Total cost of production (including the value of the opening stock which was at cost).

(d) Cost of production per pount (including the quantity of the opening stock in total quantity and the cost
of opening stock in total cost).

In manufacturing cloth 6,72,000 Ibs. of yarn were consumed which are to be adjusted at actual cost arrived
at in the manner stated above.

YARN PRODUCTION ACCOUNT

Particulars Weight Amount | Particulars Weight Amount
Ibs. Rs. Ibs. Rs.
To Opening Stock 44,800 33,600 By Sale of Waste* 2,24,000 28,000
To Cotton consumed 11,53,600 9,01,250 By Cost of Production 9,80,000 | 10,41,250
To Spinning Wages 57,050 (Rs. 1.0625 per Ib.)
To Stores consumed 5,600 41,300
To Spinning Fuel 6,050
12,04,000 10,69,250 12,04,000 | 10,69,250
To Cost of Production 9,880,000 10,41,250 By Yarn Sales 1,68,000 1,889,000
To Gross Profit 10,500 By Cloth Production 6,72,000 7,14,000
By Closing Balance 1,40,000 1,48,750
Total 9,80,000 10,51,750 9,80,000 | 10,51,750
Cloth Production A/c
Weight Amount | Particulars Weight Amount
in lbs. Rs. in lbs. Rs.
To Opening Stock 88,200 88,200 | By Cost of production
Yarn used 6,72,000 7,14,000 @ Rs. 1,1250 per
To Stores consumed 1,86,200 1,48,000 Ib. c¢/d 946,400 | 10,64,700
To Wages Weaving 91,700
To Fuel Weaving 22,400
9,46,400 10,64,700 9,46,400 | 10,64,700
To Cost of Production By Sales 7,56,000 8,97,750
b/d 9,46,400 10,64,700 By Closing Stock
To Gross Profit 47250 on 31-12-67 1,90,400 2,14,200
9,46,400 11,11,950 9,46,400 | 11,11,950
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Note : The Opening Stock has been shown in the first part of the Production Account and not in its
second part for the reason that the problem requires cost of production including the quantity of the opening
Stock in total quantity.

4. o9 ﬂ#ﬁ'ﬁﬂ o e 31 (When work in process is given)—?]ﬁ refAfda o sreman Ule] BRI Bl
ARFRYH den i< ¥ &, A Scure @ & Sfie uat 3 a1e] &1 &1 MRfR1e A9 (Opening Balance
of Work in process) fa@m=1 =nfaw den »fse uer d ] PR o1 3= ¥ (Closing Balance of Work in process)
e =z
Illustration 29.

Prepare a production Account from the following particulars, and state the cost per unit manufactured.
The number of units produced are 6000.

Rs.
Stock of Material at end (311 ® Pl d1d) 13,000
Stock of Material at start (ITRFH ® &Heal HIeT) 11,000
Purchase of Materials (Tl &1 ) 63,500
Sale of Materials (31t @t faspl) 1,500
Material Reserved (gRfér amaft) 1,600
Wages (FoTgel) 49,400
Manufacturing expenses (SATG &) 7,800
Work in Progress at start (ITe] HRI 3R H) 4,000
Works in Progress at end (aTe] &1 31 ) 3,000
Solution : Production Account (Output—6,000 units)
Cost Total Cost Total
Particulars per unit | amount Particulars per unit amount
Rs. Rs. Rs. Rs.
To Materials By Work in Progress
Materials at start 11,000 at end 0.50 3,000
Purchases of " Cost of Production 19.43 1,16,600
Materials 63.500
74,500
Less Materials
at end 13,000
Sale of
materials 1,500*
Material
Reserved 1.600 16,100 9.73 58,400
To Wages 8.23 49,400
To Manufacturing Expenses 1.30 7,800
To Work-in-Progress at start 0.67 4,000
19.93 1,19,600 19.93 1,19,600

It has been assumed that this is the cost price of the materials sold.
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5. SftPpaq '\‘jﬁ‘lﬁ 39 qIell S1Eq @l (Production Account giving maximum informations)—
JUEH-EM $9 IBR AR fdar o1 @aar ® f& ga-a@re, (Prime cost), ®REM-ARM (Work cost),
IAIEH-AFTE (Cost of Production), fd® A1 P AR (Cost of goods sold), Hbel-el¥ (Gross Profit), <1 IEED
TR g o (Net profit) cTT-3eT T Add -

Hlustration 30.

From the following particulars prepare a production account for the year ending 31st Dec., 1993, showing—
(a) Prime cost; (b) The work cost; (c) The cost of production; (d) The cost of goods sold; (e) The gross profit
and (') The net profit :

31 &R 1993 &1 91wl gY a¥ & forg =1 faa=vil @ Scares @ g1 St Sdhe B (&) JoI-dr,
(@) PREF-ARM, (1) ISR Bl Fa AFM, (49) T A7 3 arm, (S) dod a, @20 (}) Ig a™|

Rs.
Direct Wages (&l #oIg ) 6,000
Stock of Materials on Jan. 1.1993 (A} &1 ¥<T® 1 SHa¥t 1993) 7,000
Purchases (sh3) 3,000
Stock of Materials on Dec. 31, 1993 (\rft @1 %1, 31 fawR 1993) 3,000
Indirect wages (3T5cd&T HOIGRY) 300
Stock of Finished Goods (IR ATel $T ) :
Jan. 1 (St 1) 1,000
Dec. 31 (R 31) 500
Sales Expenses (f3st =) 300
Works Expenses (PRETHT <) 1,800
Depreciation of Plant and Machinery (<e @ %=l =} g19) 400
Office Salaries (M%< Ie=) 5,000
Office Rent (3nf%=1 fd=ram) 1,000
Advertisement (fasira) 150
Sales (famt) 28,050
Work-in-Progress (S1fdl TR &) :
Jan. | (SR 1) 5,000
Dec. 31 (fe=R 31) 6,000
Sales of Scrap (3r@@Iy Ft f3m) 1,000
Solution : Production Account
(For the year ending 31st Dec., 1993)
To Materials :— Rs. Rs.
Opening Stock 7,000 By Prime cost 13,000
Add Purchase 3,000
10,000

Less Closing Stock 3,000
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Rs. Rs.
To Materials Consumed 7,000
To Direct Wages 6,000
13,000 13000
To Prime cost b/d 13,000 | By Work-in-Progress at the end 6,000
To Works on cost 1,800 | By Sales of Scrap 1,000
To Indirect Wages 300 [ By Work Cost (b) c/d 13,500
To Depreciation on Plant
and Machinery 400
To Work-in-Progress, Jan. 1, 5,000
20,500 20,500
To Works Cost b/d 13,500 | By Cost of Production (c) c/d 19,500
To Office oncost :
Office salaries 5,000
Office Rent 1,000
19,500 [19500
To Cost of Goods Sold b/d 19,500 | By Closing Stock of Finished goods | 500
To Opening Stock of By Cost of goods sold (b) c/d 20,000
Finished goods 1,000
20,500 20,500
To Cost of Goods Sold b/d 20,000 | By Sales 28,050
To Gross Profit c/d (e) 8,050
28,050 28,050
To Selling exp. 300 | By Gross Profit b/d 8,050
To Advertisement 150
To Net Profit (f) 7,600
8,050 8,050

6.2 A A A I® Pl & ST @™ (Production Account of two or more Varieties)—3afe &I
[T T AT IS ITG3HT BT SR BA g Al TP Dl IUEHA AN G A9-81 A4 B forg sreT-srer
IAIEH @Il IR 8RN | “Loss-in-weight’ Sfde ATgs @ A1 W 7™ TR |
Hlustration 31.

From the following information in respect of a factory manufacturing plastic goods of two varieties, prepare
the plastic goods a/c and find the profit or loss per unit of the product of each variety.

T Bhagl Q1 fbwi o wRes aegsll &1 Swe $edl g1 =1 faavui 9 w@ilRes A« @ R &
S 9D P P TAP SBIS BT 1Y S g1 T |

Variety 1 Variety 11
Weight of finished product (fAfffa ATt &1 9R) 1,216 kgs. 684 kgs.
Wages (FoTgel) 2,560 Rs. 1,840 Rs.
Sales (fash}) 14,880 Rs. 10,208 Rs.

No. of units of the finished products (YR HTel Ht SHISAT B FEA) 2,480 1,276
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Factory overhead is 60% of wages and office overhead is 25% of Factory Cost. The cost of plastic
materials is Rs. 3 per kg and the wastage in the progress of manufacture is 5%. There is no opening and closing
balance of raw plastic materials or work-in-progress.

Each variety is to be debited with the cost of the gross weight of materials issued it.

hagl SURTY AT BT 60% & TAT b SIRTT Bl AN FT 25% & | ©iRed ARl B AR
3 %0 uf favelt & SR fAAfor aftban | 5% afa B<ft &1 Bl ©@iilRed T2 AT B B P RIS T A<=
vefaar &t 21

TS fhe a1 S ford frifaa arnft & 9@a Wk 9 Sfde &= 71

Solution : Plastic Goods Output
Ist Variety Account (2,480 units)
Weight Amount Weight Amount
Particulars in in Particulars in in
kgs. Rs. kgs. Rs.
To Raw Materials 1,280 3,840 |By Loss in weight 64
(Rs. 3 per kg.) By Cost of production
To Wages 2,560 Rs. = =Rs. 4

To Factory Overheads

60% of wages) 1,536 per unit 1,216 9,920

Factory Cost 7,936
To Officer overheads

(25% of Factory Cost) 1,984

1,280 9,920 1,280 9,920

To Cost production 9,920 ([By Sales (2,480 units sold at
To profit (Rs. 2 per unit) Rs. 6 per units) 14,880

2,480 2 4,960

14,880 [ 14880

Weight of Raw materials used is not given in the question. Itis given that finished productis 1,216 kgs. and
wastage 5%. It means finished product is 95% of the raw materials put in

) . . 1,216 x 100
So the weight of raw materials will be = T = 1,280 kgs.

Plastic Goods
II Variety Account (1,276 units)

Particulars Weight Amount Particulars Wright Amount
in kgs. in Rs. in kgs. in Rs.
To Raw Materials at By Lossin weight 36 _—
Rs. 3/- per kg. 720 2,160 | "  Costof production at
To Wages 1,840 Rs. 5 per unit
To Factory overheads
(60% of wages) 1,104 (Rs. 6,380/1,276) 684 6,380




684 x 100

95
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Particulars Weight Amount Particulars Wright Amount
in kgs. in Rs. in kgs. in Rs.
Factory Cost 5,104
To Office overhead
(25% of Factory cost) 1,276
720 6,380 720 6,380
To Cost of production By Sales Rs. 8 per unit
(1,276 units at Rs. 5 per unit) 6,380 (1,276 X 8) 10,208
To Profit (Rs. 3 per units) 3,828
10,208 [ 10208

Finished goods 684 kgs. which is 95% of the weight put in, as 5% of the weight put in is wasted.

So gross weight put in is = =720 kgs.

1v. Ao @ g &m™ 81 @«
(Manufacturing or Working Account, Trading and Profit & Loss Account)

Ara @ | fAufor 9 oy 2R Sed @[ @) wifd € IR Siar 8, dad <1 3 ST 91 =R 2
IIES WAl SWIEH AR & fam 7, Sus fafa= s =€ faman FRator g e w1 aran »: 2w 4
9 I 8 WM AR Hel AT, $HR1 911 $REM AR, TRR1 4R S1eA AR, i 91T fda 71 a6t e
(Cost of goods sold),ﬁﬂmmﬁﬂﬁW(Costofsales)ﬁ%%‘l#mﬂ@ o R 81 afe a9y @t
ﬁﬂ"ﬂ(Salesofscrap)ﬁﬁ?ﬁ%ﬁ@%Wﬁ?ﬁ%‘c’q&lﬁmml gfe arg fAffa are (Work in
Progress) &1 SRR g f<74 Teforan fan & o SH Mt TR 9 4 woen: 3fie g i3 e 3§ sREm ar[
ReTem | gd wfvfera &= wfdd |

fAufor 7 o 811 9@ @ fAff= sy

(Different Types of Manufacturing, Trading and Profit and Loss a/c)

1. S9red @ A= sl &1 = (Different Components of Cost) : Ife Sared & fafi= e @
SIMERN 91 Bl 2@ <l f{afor @ o 21fA @ 6 8: 9yl 9 qie 21 =fRd S A= SereRu 9 e
2
Ilustration 32.

From the following particulars, relating to the year 1993, prepare a Production or Manufacturing and Profit
and Loss a/c in such a form is would be must useful to the Costing Department of a company :

1993 a9 & ferw A= faaxui @ Scared 3reran fAHior va oy 2R |l 39 YR & WHd § R Pifor’)
SNl A1 B R fAur & forw sfdewifde arvere 2 :

Opening Stock (IMRTRI®H ¥FTH) : Rs. | Manufacturing expenses Rs.
Raw Materials (e<d1 HTe) 1,26,900 | (S<ured =) 9,300
Finished goods (<RAIR #TeT) 67,500 | Salaries (da) 29,400
Closing Stock (31f<79 ¥€T®) : Rent, Rates and Insurance 28,500
Raw Materials (e<d1 HTe) 1,63,400 | Light and Power 7,500
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Finished goods (GIR HT<A)
Purchases of Raw Materials
Sales of finished goods
Carriage on purchases

Carriage on sales

Wages (ATgR) :
Direct (9<a81)
Indirect (3T9<T&T)

58,200
6,92,100
11,93,700
3,200
29,900

1,51,200
23,300

Repairs :

Premises (%)
Plant and machinery
Depreciation on Plant

and Machinery
Office expenses
Debenture Interest
(Fol 7= TR ATSN)
Income Tax (SIRAHR)

3,000
4,900

16,600
37,400

7,500
32,000

1/15 of rent, Rates and Insurance, Light and power and repairs to Premises to be treated as the office

charges.

fprar, ®x g 9H1; fIorelt v wifdd, SHRT B 9R7d &1 1/15 911 nfbd @ 9=-1 2

Solution :

Manufacturing and Profit and Loss a/c for the year ended 1993

To Raw Materials
Opening Stock
Add Purchases
Add Carriage on purchase

Less Closing Stock
Raw material Consumed

To Direct Wages

To Prime cost b/d

Work oncost :

" Rent, Rates & Insurance (14/15)
" Light and power (14/15)

" Repairs of Premises (14/15)
Manufacturing expenses

Repairs of Plant and Machinery
Dep. of plant and machinery

Indirect Wages

To Prime Cost b/d

" Office Oncost :

Rent, Rates and insurance (1/15)
Light and Power (1/15)

Rs.

1,26,900
6,92,100
3,200

8,22,200
1,63,400

6,58,800
1,51,200

8,10,000

8,10,000

26,600
7,000
2,800
9,300
4,900

16,600

23,300

9,00,500

9,00500

1,900
500

By Prime Cost c/d

By Works Cost c/d

By Cost of Production c/d

Rs.
8,10,000

[ 810,000

9,00,500

9,00500

9,69,900
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Rs. Rs.
To Repairs of Premises (61/15) 200
" Salaries 29,400
" Officer expenses 37,400
9,69,900 9,69,900
To Opening Stock of finished goods 67,500 | By Closing Stock of finished goods 58,200
To Cost of production B/d 9,69,900 " Cost of goods sold c/d 9,79,200
10,37,400 [ 10,37,400
To Cost of goods sold b/d 9,79,200 | By Cost of Sales 10,09,100
" Selling expenses (Carriage on sales) 29,900
10,09,100 10,09,100
To Cost of Sales b/d 10,09,100 | By Sales 11,93,700
" Net Profit 1,84,600
11,93,700 11,93,700

Note : Debenture Interest and Income tax have been excluded.

2. gfe e o¥ aegeli B SR ol @ R dPd aM B R | WA A (Trading and
manufactu-ring Account of many articles, when rate percent of Gross Profit is the same)—3afe &g w=en =
1 IS FHR 9} Gl B IcIE Bl § AR B W AHel o B X FAF & Al UgA S FIH1 A T
I PR S A Hod ANK GSIHR, Ahel o1 71 faenl R gferera s &= o =g | fasht g 3 & &
HEM R TS 9% Bl I AR JA1 I S A6 & IRAM | RS 7 31~ vefad @1 e
¥ IET X TR & H¥A AifRY | Al e R 9t A A @ g€ 9@ @ aRfRe <efan @ s @t
A B e A famt @ A ger wR i< Ehoan dieE 8@ SR |

Illustration 33.

A firm manufactures a standard article in three qualities of which it produced during 1993.

TP HH U YT a<g i fbel 3 TR Heel § forden S 1993 a9 3 e gan-

500 Articles of Quality X (aegaii @t fave)
1000 Articles of Quality Y (a%gaii @t fae)
1500 Articles of Quality Z (aRgJ3ii 1 )
The Stock of finished goods (VIR HIA BT ¥€T&) on Ist Jan., 1993 was :
X—60 articles, Y—40 articles, Z—76 articles.
Sales during the year, 1993 were (a¥ # fa= fast);

Quality X 510 articles at Rs. 60.00

Quality Y 960 articles at Rs. 67.0

Quality Z 1,248  articles at Rs. 75.00

The following figures in respect of the year were extracted from the books of accounts :
(Tl & 1 s Tt §3)

Work in Progress (3T @™)—  Ist Jan. 1993

Work in Progress (a1 @”)—  31st Dec., 1993

Cost of Raw Materials used (e Al H ArT)

Cost of Stores (R & )

(ot Aorgl)

Manufacturing Wages

15,000
18,000
43,500

6,000
78,000
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(BN BRI 9,000
(PrREF SuRam) 16,500

From the above prepare manufacturing and Trading Account for the year showing the amount of Gross
profit carried to Profit and Loss Account. Assume that the rate per cent of Gross Profit is the same for all the
three kinds of articles.

SR A g9 & ford fRwfor va amaiRe @ TR Sior, i o =1 @[ 3 & S ™1 Ade
flar | gz v R & dH1 gar o axgell & forl Jea o A <R i a9 B
Manufacturing and Trading Account
(For the year ended 31st December 1993)

Depreciation (Works)

‘Works oncost

Solution :

Rs. Rs.
To Work in Progress on Ist Jan. 1993 15,000 | By Work in progress on
" Cost of materials 43,500 31st Dec. 1993 18,000
" Stores used 6,000 [ By Cost of production : Rs.
" Wages 78,000 X 500 at 48 = 24,000!
" Depreciation 9,000 Y 1,000 at 54 = 54,000
" Works Oncost 16,500 7 1200 at 60 =72,000 1,50,000
1,68,000 | 168000
To Stock opening on By Sales :
Ist Jan. 1993 Rs. X 510 at Rs. 60 = 30,600
X 60 @ Rs. 48 =2,880 Y 960 at Rs. 67.5 = 64,800
Y 40 @ Rs. 54 =2,160 71248 at Rs. 75 = 93,600
776 @ Rs. 60 =4.560 9,600 1,89,000
By Closing stocks? Rs.
To Cost of Production : Rs. X 50 at 48 each = 2,400
X 500 @ 48 = 24,000 Y 80 at 54 each = 4,320
Y 1,000 @ 54 = 54,000 Z 28 at 60 each = 1,680 8,400
71,200 @ 60 =72,000 1,50,000
To Gross Profit 37,800
1,97,400 1,97,400

1. Itis given that rate percent of Gross profit is the same for all the three kinds of articles :
Selling price of the articles produced.

No. of Articles Selling Price Selling price of

Produced Per Article the Articles
Rs. Rs.
X 500 60.00 30,000
Y 1,000 67.50 67,500
Z 1,200 75.00 90,000
Total Selling price of the Articles produced "~ 1,87,500
Less Total Cost of Production 1,50,000

Total Gross Profit

37.500
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1,87,500
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Percentage of Gross Profit on Sales = x 100 = 20%.
Cost of Production of each type of articles : Cost of Production
Rs. Rs.
X 30,000 — Less 20% =24,000 @ Rs. 48
Y 67,500 — Less 20% =54,000 @ Rs. 54
Z 90,000 — Less 20% =72,000 @ Rs. 60

2. Inthe absence of any information opening and closing stocks will be valued at the rate of cost production.
Units of Closing stock
(Units of Opening Stock + Units of Production — Units of Sales)

X 60 + 500 = 560 - 510 = 50
Y 40 + 1,000 = 1,040 - 960 = 80
Z 76 + 1,200 = 1,276 - 1,248 = 28

3. Pt @, =aiRe 9 <™ @1 @« e ﬁqm (Working Account, Trading and Profit and Loss
a/c and Balance Sheet)—3afe Aol @ T9F @ fore wer S/ a1 @i ve 91 eREH 49 S e
A, I8 HREMI AR (Factory cost) [RERAT| I8 ‘GREMI NG’ MRS 9 o4 8 @ & Sfde u&
A graraRa $R A AR @19 I Era e v RErrm | o oy = A 9 A o 3§ 8 SRA A
aftafera € w30 afdd | fRresT wuRv fIes @t wifa g 7

IMustration 34.

From the following Trial Balance, Prepared (=1 deue 3 TR ifSm) :

(a) Working A/c showing the Cost of Commodity X (Sl Ta¥1 a%] ! @a §9113)
(b) Trading and Profit and Loss Account (ST9R® T o™, B W)

(c) Balance Sheet (frEa1)

Trial Balance as on 31st December 1993

Rs. (Dr) Rs. (Cr)
Wages X 2,00,000
Stock X (Raw materials (Ist Jan. 1993) 57,100
Purchases 8,82,740
Carriage Inwards X 36,860
Repairs X 60,000
Salaries X 21,000
Salaries general 10,000
Rent & Taxes 22,400
Travelling expenses 35,500
Insurance X 7,000
Insurance genera 800
Bad Debts 4,100
General expenses 29,420
Carriage outwards 94,240
Sales 17,40,000
Profit & Loss balance of Ist Jan. 1993 1,20,000
Capital 13,00,000
Various Assets 11,38,840
Stock Ist Jan., 1993 (finished goods) 5,60,000
31,60,000 31,60,000

The Closing Stock was Rs. 3,43,240 (Finished goods) and Rs. 52,720 (Raw materials of X).
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Solution : Working Account of Commodity X for the year ended 31st Dec., 1993
Rs. Rs.
To Opening Stock of By Works Cost of Commodity X 12,11,980
Raw materials 57,100
Add Purchases 8,82,740
9,39,840
Add Carriage Inward 36,860
9,76,700
Less Closing Stock 52,720
Materials consumed 9,23.980
To Wages 2,00,000
To Repairs 60,000
To Salaries 21,000
To Insurance 7,000
12,11,980 12,11,980
Trading and Profit and Loss a/c for the year ended 31st December 1993
To Opening Stock of Rs. Rs.
Finished Goods 5,60,000 By Sales 17,40,000
To Works Cost of Commodity 12,11,980 By Stock of Finished goods 3,43,240
To Gross profit c/d 3,11,260
20,83,240 20,83,240
To General Salaries 10,000 By Gross profit b/d 3,11,260
To Rent and Taxes 22,400
To Travelling expenses 35,500
To Insurance General 800
To Bad Debts 4,100
To General Expenses 29,420
To Carriage outward 94,240
To Net Profit for the year 1,14,800
3,11,260 3,11,260
To Balance Shown in B/S 2.,34,800 By Balance b/d 1,20,000
By net Profit for the current year 1,14,800
2,34.800 2,34,800
Balance Sheet as on 31st Dec. 1993
Rs. Rs. Rs.
Capital 13,00,000 Assets 11,38,840
Add Profit 2,34,800 15,34,800 Closing Stock : Finished goods 3,43,240
14,34,800 Materials 52,720
15,34,800 15,34,800
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Y 6

SUBR, W Ud 3@ R faly
(Job, Batch and Contract)

aft geR & o aaril o1 A9 9R 9 9 AR § Fffea B o1 wear 8 () IgaE Swed
JIARI AT (i) FI9 o719 aARI | IgATH ST FGAH Ok IS e, 31 1 A, Srra [afon
SN, TRR TN &R HAMAAT e THh-W JAIfia avqu 1o Sl § don arHr=aan s Sred fshan
AR B §1 TR Are fAR=R st o1 aRom gar 31 gl oiR faeiy st sgawmra afaaa fAde
e fA9Y STl B SIPUR U U%-U A% WEI H IKIY SIfed B4 &1 BUS B gpH, i wwft, wei=
IR fAfor S, aRFId SR arell gaH, Fro ey I o s Aoft | o §1 agE T SareA
AR DI T H I TIT TP & TPR B ARl D eill & A1 S99 T & JHR DI Ash o1 31
1 TN Bl g1 A TfHAIs & TP 6 PR & Rl A SIPR Yoikedl 1 U SR 4§ TP Tihal TP 9 a0
AN &5 A IRA & 91 9 S&1E A SS9 9ihA1 3t G A | 9fhal gR1 SWIfed Saisdl @ g
| BT YT PR &G DI ARG 2| IG D oI SAGT AN A4 D31 & forg o ufsbansii & awg g1
oIR8, S9 9 B SHIE ANMil DI Sis A S 31 ANE a@red 3t 59 fafd a1 ufihan ara
fafr wead &1 3V AR A 3rer sreary | afvia faan w2

SUsd YR
(Job Costing)

SyHR uReraie, WRegid ot 98 ugf & o & ures @ fAffdel & sgar 3 R s-a9s wrf
B AT BT AR A &1 A SUBH FTT-377 IHhfA B B Bl B W <1 SUBH THeU AT THAAH
qﬁﬁﬁ%,Sﬁ'\’amiﬁﬁﬁqﬁéﬂiﬁaﬂﬂﬂqﬁﬁﬁﬁlﬁﬁ,Sﬁ:aﬂ-qﬁiﬁ(non—standard)ﬁﬁﬁl EL§l
ggfd # IRy & so1E TP oA R 3R 92 SP1E 2T SUPR | 3 TS IUBR B -7 AN
9 ©l SR 81 39 IS B 3 W g 'SUPH INe¥ uRe™ide’ (Job Order Costing), ‘fafdre s
gReadie-’ (Specific Order Costing), 3fIdl ‘JSUIqH e uReaArd’ (Production Order Costing) | e
e I8 ¢ & o S @1 i $1 & fog o 31 & T g@s sae, sean suq fIfRde & s
BN Syl B R B B for BH @I A T TS AR, TH IR IR W A= A 71 IR Sy
f&f gz I BEM B A fAae @ F1S BUR P A E1 @ 39 A fae [Adw N F B ger
BT W1, 3R SN IR | T I BIS Bacl 39D forg & START 81 wepanl &, 3y A & faare & fag
TE | 3 3MUBT fdare BI€ BIUT 9 MU A= &1 fAare B BT, A S -3 SYBH €, NAdT a
ICTT-31eF R SH1sAl & RFa R STT-8el siid B ardt 21

SUPR gRerdie g il Eumerdi (Printers), 3fA™=sil (Engineers), Btar fAwmaiai, wa= fHufamaii,
SdhaRI, digurd a 7 RAfaiei, a9 &) Srienensi, i § ar] 3t oI 7 |
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9SS NI faf & SRF (Objectives of Job Costing)
ISP ar fafy & = Stva R® B &

(i) ISP 3T Pl 9 AP TI W IUGA AR F14 81 ORh g1 F TDR Q¥ S YR B H §Y A4
1 A BT g1 oF Ol &1 o=t T SYBR & TSIl Sild B Adhd & a2 dfdsg d
P WM a1l BRI @ gy d Avfa o gaa T

(i) fIoa @l @ IMYR R 4w § fhy 9 a1l S YR & IUBRT &1 ARl B JfAd T
A T S A E |

(ifi) ARfAE AR B JTAT ART § JAT YD T URAT Herere IR [HT=01 79 dad 2 |

SUFR ar fafy @ oM | gd e fagell &1 wae @ o s @

(i) 9AS T A1 UG Fedl Aralt ot sraRen | Puf avg BN 9@ RN ugEI oIF g @
=R |

(i) 9% 9EN 95 U B T ANMI & AN M W, Icared $1 fSrsT den g 9 A
Ircafde fofdeia &t ot savadar 81 o: SHET FANT I8 ST A1fLY Wi Afd saeass & |

ﬁ!ﬁlﬁlﬁ (Characteristics)—3¥ fafa 3 g (! faeyart A= 21

(i) INTd SbTS 9fd SUBR IMeFT-31e gl 2|

(i) WTEDl & W P gfd e Scures b e €, wveror & forg = |

(if) 9<ael 9 Iv<ael Al B fAureE 9 Tffever R 9o e S 2

(iv) 9D IUB™ R AT @ 9 1 1 RURU1 1 owm-9 oR w9 | fbar o o 2

(v) 9% SuPpr B ford fadw fban ot o<l 71

(vi) Sdred @ fafi= Ay & et § vewuar &1 3¥ma B 21

SUeR nE A g 31 are fAfY | =R

(Difference between Job Costing and Contract Costing)

IupRt A fafd va 3d1 ara fafd § fR=fefaa 9ol & snuR wR xR far S Joar 8—

(i) SUBH aFE fafd & a0 o fHA oI €, S 9HR: PR 9 9od | BIC 8 8, oafd
3BT A I § 98 PR 9 You & Praf B fbar @ 7

(ii) SYB @R fafd) § fbd oM a1l B =R, 9T A1 BREM d fhd o &, Safe 31 ra
faf A fd oM arel BRI U FREM A IR INfAT HRi d W) B G

(iii) S9Br AF fafd 3§ Ar RuRer R & qR1 81 W & 9 B 1 [ 3, IR o1 anra fafd
# Irqul wrf sraRen # Mt AR TE P W F@H<A B

(iv) SYBR @R ggfa o1 5 fifén ¥, weter Aufu, am= soifFaffa awd wxensi gri faan
I 7, Siafe and fafd waq, ga, ss@ [t snfe & ford s & ot 71

(v) SYBR @ fafd § <21 &1 ge e 9ga &1 a1 8, Safd 3ot arm fafd | =i o e
faurer e |0 4 g 2, IR I8 BrRul § fb vem fafd § are wuE wifew wiefe fada fafd
H Xl BT B
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IMustration 1.

R AR ot f& Susr & &M § Jar= &, 7 30 R, 2000 9@ Wit Susrd Ram Susrd
& 447 B, R IR ford E1 30 R 91 wRegg-v7 7w & Susrd @@ 447 wR yeger ardt @
T M UR HHLT: 40,000 Fo T 30,000 Fo A B I

Mayur Engineering, engaged in job work, has completed all jobs in hand on 30th December, 2000 except
job No. 447. The cost sheet on 30th December showed direct materials and direct labour costs of Rs. 40,000
and Rs. 30,000 respectively as having been incurred on job no. 447.

31 fewR, 2000 @ IR e ¥ & <9 &, awr 17 W g v &, fR=fafaa € -

The costs incurred by the business on 31st December, 2000, the last day of the accounting year, were as

follows : Rs.
Direct materials (job no. 447) 2,000
Direct labour (job no. 447) 8,000
Indirect labour 2,000
Miscellaneous factory overhead 3,000

A Bl I A & P Suer R dREFE SuREdl B 988 3™ &) o R 120% 9roi B
S9Ny fHar e 2

It is practice of business to make the jobs absorb factory overheads on the basis of 120 percent of direct
labour cost.
31 fREwR, 2000 B SUBH ¥Ho 447 & fhaAmr-HrR & Hoa @t AT BTG |
Calculate the value of work-in-progress of Job No. 447 on 31st December, 2000.
Solution :
Statement of Cost of W.L.P. of Job No. 447

Upto As on Total
30th Dec. 31st De.
Rs. Rs. Rs.
Direct Materials 40,000 2,000 42,000
Direct labour 30,000 8,000 38,000
Prime Cost Rs. 80,000
Factory overheads 120% on Labour
Cost i.e., on Rs. 38,000 45,600
Factory Cost Rs. 1,25,600

So the value of Work-in-Progress on the basis of Factory Cost is Rs. 1,25,600.
Illustration 2.

T PREM 4 IUPR qREAH -1 S 21 31 f*F=R, 2000 &1 w9ra a¥ $H gl A
fa=forfRaa ra @ s ww fhd A 2 -

A factory uses job costing. The following cost data is obtained from its books for the year ended 31st
December, 2000 :

Rs.
Direct materials 90,000
Direct wages 75,000
Profit 60,900
Selling and distribution overheads 52,500
Adminstration overheads 42,000

Factory overheads 45,000
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@) o AW, PREH @FM, SWed arw, fam @ ara Jeun fam-qea e g Suer
IR&Eg-13 AR S|
Prepare a job cost sheet indicating the prime cost, work cost, production cost, cost of sales and sales
value.

@ 2001 ¥ PREM 7 HF SIGE! B TP AR A< fHA11 JFAE & mn 71 g & 1,20,000 To @t
wge Al @t d 75,000 Fo @ S AR Bt eIl gl /T 5 et a faaver suRe
15% 9 9¢ T &, 39 SUGRT 1 391 Jod <1 ALY A FRaEmn Qg u= S %/ a1 w0
ITE1 3 ? I qY B AN SRM IR INUIRG, PRE SURSA! Bl Tgel iksifie 9= ufaed & w9
H, den e den f3mt 9 faavur SuRera dREM dr 1R aenfyd fasn s 21
In 2001 the factory received an order for a number of jobs. Itis estimated that direct material required
will be Rs. 1,20,000 and direct labour will cost Rs. 75,000. What should be the price for these jobs if
the factory intends to earn the same rate of profit on sales assuming that the selling and distribution
overheads have gone up by 15% ? The factory recovers factory overheads as a percentage of direct
wages and administration and selling & distribution overheads as a percentage of works cost, based
on cost rates prevailing in the previous year.

Solution :
Job Cost Sheet for the year 2000
Rs.
Direct Material 90,000
Direct Wages 75,000
Prime Cost 1,65,000 Percentage :
Factory overheads 45,000 (a) Factory overheads
Works Cost 2,10,000 on wages = 60%
Administration overheads 42,000 (b) Admn. overheads
on works Cost =20%
Cost of Production 2,52,000 (c¢) Selling & Distribution
Selling & Distribution overheads 52,500 overheads on Works Cost =25%
Total Cost 3,04,500 (a) Profit on Total Cost =20%
Profit 60,900
Sales Value 3,65,400
Quotation for the jobs for the year 2001
Rs.
Direct Materials 1,20,000
Direct Wages 75,000
Prime Cost Rs. 1,95,000
Factory overhead @ 60% on wages 45,000
Work or Factory Cost Rs. 2,40,000
Admn. overhead @ 20% on Works Cost 48,000
Cost of Production 2,88,000
S & D overhead @ 25% on Works Cost 60,000
(+) 15% increase 9,000 69,000
Total Cost Rs. 3,57,000
Profit 20% on Cost 71,400
Sales or Quotation Price Rs. 4,28,400 Ans.
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IMlustration 3.

TP B PREM & HRIAA-GURArsoR 1 faml o RuiRer #=7 3g Suarl o 421 H F=fafa
AN S B

A shop floor supervisor of a small factory presented the following cost for Job No. 421 to determine
selling price :

Per unit
Rs.
Material 70
Direct wages 18 hrs. @ Rs. 2,50
(Dept. X 8 hrs; Dept. Y 6 hrs.; Dept. Z 4 hrs.) 45
Chargeable expenses (Special stores items) 5
120
Add : 33 1/3% for overheads 40
Cost 160
2001 & -1 @ &1 favewor fFfafa Term &
Analysis of the Profit/Loss Account for 2001 shows the following :
Rs. Rs.
To Materials used 1,50,000 | By Sales less returns 2,50,000
To Direct wages :
Dept. X 10,000
Dept. Y 12,000
Dept. Z 8,000 30,000
To Special stores item 4,000
To Overheads :
Dept. X 5,000
Dept. Y 9,000
Dept. Z 2,000 16,000
To Gross Profit ¢/d 50,000
2,50,000 | 2.50,000
To Selling expenses 20,000 | By Gross Profit b/d 50,000
To Net Profit 30,000
50,000 50,000

It is also noted that average hourly rates for the 3 departments X, Y, Z are similar.

319 (/) SUBR IRTJ-TF FH18Y, (i/) 2001 P IR<AD AMPS! P YR AFDR HINAT AN P 0T
Hiforg @ wfae Py, Ten (i) fAepl-1ea RuiRer 3g @ ar@ 3 20% ifsT]

You are required to :

(i) Draw up a job cost sheet, (b) Calculate the enter revised cost using 2001 actual figures as basis, and
(iii) Add 20% to total cost to determine selling price.
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Solution :
Job No. 421. JOB COST SHEET
Rate Hours Amount
Rs. Rs.
Materials 70.00
Direct wages : X Dept. 2.50 8 20.00
Y Dept. 2.50 6 15.00
Z Dept. 2.50 4 10.00
Chargeable expenses 5.00
Prime Cost Rs. 120.00
Overheads : Rs. 5,000 1.25
X Dept. 4,000 hrs. 8 10.00
Rs. 9,000 1.875
Y Dept. 4,800 hrs. 6 11.25
Rs. 2,000 0.625 4 2.50
Z Dept. 3200 hrs.
Cost of Production Rs. — — 143.75
Selling overhead 10% on cost — — 14.38
Total Cost Rs. — — 158.13
Profit 20% on Cost 31.63
Sale Price 189.76

Note: (i) Hours for overhead : X—Rs. 10,000 + Rs. 2.50 = 4,000. Similarly for Y and Z.
(ii) Production Cost in P & L A/c is Rs. 2,00,000 (i.e., Rs. 2,50,000 — G.P. 50,000). So selling

expenses are 10% on cost.

Ilustration 4.

An article undergoes three successive operations from raw materials to finished product stage. The

following information is available from the production records of a particular periods :

Operation No. of pieces
No. put in
1 36,000
2 39,600
3 28,800

No. of pieces
rejected
12,000
3,600
4,800

No. of pieces

output
24,000
36,000
24,000

Find what should be the input in the first operation in no. of pieces to obtain a finished product of 100

pieces after the last operation. Calculate the cost of raw material required to produce one piece of finished

product from the following particulars :

Weight of finished piece

Price of raw material

100 gm. per piece
Rs. 10 per kg.

(Adapted .C.W.A))
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Solution :
Job Cost Sheet
Operation  No. of Rejects  Output % of Ratio-of Raw Material Cost of Raw
No. Input Rejects  input of out-  for 100 gm. of material for 100

put of 100 finished product gm. of input
of operation

36,000 12,000 24,000 50% 198 198 gm. Rs. 1.50

39,600 3,600 36,000 10% 132 132 gm. Rs. 1.65%

3 28,800 4,800 24,000 20% 120 120 gm. Rs. 1.98

The above job cost sheet shows that 198 number of pieces are to be put in the first operation to get 100
pieces of finished product. In respect of raw material cost of finished piece of 100 gm. will be Rs. 1.98 only.
For 100 units in operation II, and should have 110 (as the no. of rejects is 10%) and for first operation it should
be 165 (as the % of rejects is 50% i.e., 110 + 55).

g orra fafe
(Batch Costing)

e <'id fafa =i Wﬁ qa AT (Nature and use of Batch Costing)

g ar[ fafd Suerd arE e 1 aRaffa wu 51 wafe Syerd are (Y & Syeril #t ar
S B | AR § Sl Aeel @ faey oneel & IguR R fht 9§, 9 arw fafd a9 s | ars
Wi § o9 aeq] e wEl A (Affa acft §1 avgu ar=aan et @ A 9R 9 3 wie | el
NiciRd

R ¥ A9 SHISAl B VA G 9 ¢ Ol U g¥d ScdIfad 8Ril € 91 500 AT 1,000 SHISAT BT Th
e & & aR ¥ f[Affa @ a@ar 71 39 9o6R 6 are [AfY gasal & SR, UR o sraE), e,
<fafasm, afsal onft & fafi= goif & Awfor w3 ara = & forg Sugw 21

34 fafd 9 o S gR Rl TRl @ o YR Syl Jr faf—srR dad sa-1 ® b Susr
H M W AYE & dFF IHIS 99 [l 3| TSN D TAP TE @ oI -3 Iudr ara fda=or
T3 T O § 1 IAP AYE Pl U GA1 & Wit 31 ArTt ifERigul WiE @ YR R AR fHU oW g,
Tael $ifAd AR B MMUR W B $d 2 a1 SuRery Mt W & MuR W aga fdg o &1 9f g1
AN 9114 A B oY U | ol @l NG § 99 WE § Swifed Jel 3 @@ &1 ur @ fQan S g1
e a0 & A RigT=al &1 Sar f&a o 31 Sreq e @t fRifia e s & iafe R
AT P1 IChH AR AT OF Igaal &1 e E IR-9R ISR 9 arell TPl & & A AN o HeA
®1 B AfAF T B FI R

anfle e HIEAT DI fReizor (Determination of Economic Batch Quality)

FfF | ard fafd § Scarea wEl | & S 7, 91 T W9E 9 &8ssl anil g, U Infdfw
i, o sasdl sneet w0 4 81, &1 AR snavas g1 W@ A= S gFl v Rigr=il @ onuR wR
fafdea &) o gadt & St 9t @t nffe sy | @ forw g1

Illustration S.
Compute the economic order quantity for a company using batch costing with the following information:

Annual demand for the component : 4,000 units
Setting up and order processing cost : Rs. 50
Cost of manufacturing one unit Rs. 100

Rate of interest p.a. 10%
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Solution :
. . 20 x P
Economic Batch Quantity (EBQ) = T
where :
U = annual demand
2 x 4,000 x 50
P = setting up and order processing costs (per batch) .. EBQ = 100 x 10
100
. . . 40,000
S = Storage or inventory carrying cost per unit per annum = 10
= 40,000
= 200 units.

Illustration 6.

Following information relate to the manufacturing of a component X—101 in a cost centre :

Cost of materials 6 paise per component
Operator’s wages 72 paise an hour

Machine hour rate Rs. 1.50

Setting up time of the machine 2 hours and 20 minutes
Manufacturing time 10 minutes per component.

Prepare cost sheets showing both production and setting up costs-total and per unit when a batch consists
of :

(i) 10 components.

(ii) 100 components, and

(iii) 1,000 components [C.A. Inter, Nov., 1992, . C.W.A., Inter, Dec., 1994, adapted]
Solution : (i) COST STATEMENT FOR A BATCH OF 10 COMPONENTS
Particulars Total Per unit
Rs. Rs.

Setting-up costs :

Operator’s wages for 2 hrs. and 20 mts. @ 72 p. an hour 1.68

Overheads of the machine for 2 hrs. and 20 mts. @ Rs. 1.50 per hour 3.50
Total Setting-up Costs 5.18 0.52
Production Costs :
Material cost for 10 units @ 6 paise per unit 0.60 0.06
Wages for the operator 100 mts. (10 X 10) @ 72 paise an hour 1.20 0.12
Machine overheads for 100 mts. (10 x 10) @ Rs. 1.50 an hour 2.50 0.25
Total Production Cost 4.30 0.43

Total Production and Setting up Costs 9.48 0.95
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(@) COST SHEET FOR A BATCH OF 100 COMPONENTS
Particulars Total Per unit
Rs. Rs.
Setting-up costs :
Operator’s wages for 2 hrs. and 20 mts. @ 72 p. an hour 1.68
Machine overheads for 2 hrs. and 20 mts. @ Rs. 1.50 an hour 3.50
Total Setting up Costs 5.18 0.05
Production Costs :
Material cost for 100 units @ 6 paise per unit 6.00 0.06
Wages of the operator for 1,000 mets. (10 x 10) @ 72 paise an hour 12.00 0.12
Machine overheads for 100 mts. (10 x 10) @ Rs. 1.50 an hour 25.00 0.25
Total Production Cost 43.00 0.43
Total Production and Setting up Costs 48.18 0.48
(7ii) COST SHEET FOR A BATCH OF 1,000 COMPONENTS
Particulars Total Per unit
Rs. Rs.
Setting-up costs :
Operator’s wages for 2 hrs. and 20 mts. @ 72 p. an hour 1.68
Machine overheads for 2 hrs. and 20 mts. @ Rs. 1.50 an hour 3.50
Total Setting up Costs 5.18 0.005
Production Costs :
Material cost for 1,000 units @ 6 paise per unit 60 0.060
Operator’s wages of the operator for 10,000 mets. (10 X 10) @ 72 paise an hour 120 0.120
Machine overheads for 10,000 mts. @ Rs. 1.50 an hour 250 0.250
Total Production Costs 430 0.430
Total Production and Setting up Costs 435.18 0.435

S&1 YRIATHA

(Contract Costing)
31 URagis o1 sifAuE

FB P 59 PR S B § ol FREM | 7 5 Fax F1d-wm w® § 9= 53 o #1359 sl
P R A B fow i w5 aren G 9 afda & 9 9 a1 w61 ITRERIE U1 HUR o B,
v forfaa @1 9ife wwsiar &xar 81 9 99siid @1 3@ (Contract), 3BT 24 drcdl Bl SHIGTT

(Contractee) T 3BT BRI HRA dTdd Bl bR (Contractor) HET ST &

UR: Sl Gl BRI e fAfdad awa & forw Wier 3 i € 92 sa 9wfua 9f o6, oF, ot
F1 IHR, A 1 Y4, B AR va w91 gd | AfRaa 81 Il €1 SHIR B 1 9 B 49 349 v«
B IFAR P B B 81wk T 9 B W afagf &1 SwreR@ f gd | FAf¥aa = forn s g1

39 YBR $1 PRI I ASP, Jd, Y, TEIME, TbHE & i 7 fha s g1
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3Bl R fafd @1 3ref (Meaning of Contract Costing)

3P AN fAfY AN & <@l B @A DI 98 A & 9 S Afhal sre@r deRnsti §R1 SN 3t SRl
g, it i 1 B 3D B MUR R P FRA F| 3B B YR R A 9F a1 F F} A 1 S
e HYA T4 59 D R B dTel o 1@l g1 & RuiRor 3g &1 @GR faan s g, iR afe
S Bt AT TP W AP BAcht & A Uh WiEsl W@ AR B 1 9 93-S S B U AfEd @ yem
P Sl 8 dIfb 3 Bl U fAf¥aa W= gR1 gga=n ot 9a | ST @il (Contract Account) H 31T | BRI
I (Site or Work Place), S®T TR B o1 fafy (Date of commencement of Contract), @1 H{a (Contract
Price), BRI & YHIfOT 81 P fAfdT va fdwi (Dates and Amounts of Work Certified)ﬁﬂﬁ @ ©9 ¥ fAem
qrett I (Amount to be received in the form of instalments) 31 BT T< et fHa1 ST &

31 U4 SUBR Ra & wwan a A=

Wﬁé?ﬂ‘:Iﬁam(ContractCost) HWﬁQﬁmﬂ(JobCost)ﬁiﬂﬂﬁﬂﬁﬁ@lWﬁ%l il
ggfaal § e fAf¥aa a9 9@ AR g aren B dad e Bl @ R 331 W) & gaar) aanfAe
w9 W I B B Yo Pl W B Pl AABRY &l 21 Sl b o1 61 Bl o ol safd g werq
aTSAT TT 9 B WU W a1 T gt a1 §; 9 9a=-fHwi w1 v, sere-fAat w1 i, 9 s wEeTE
S, a8l 31 URE dgfa JART A ot STl ©1 IR STEl BIg P TP BIC I B A B Td U
& PREM B <X fhd WM aral B E, 9 & BuE @1 geu1 &1 B, Rierd (Tailoring) 9 fomrRt &1 ®m™
anfe, agl Suepr ey 9Efd &M A @i SRl 81 Sl B IAST-S1T M § =g S9! uRery fafr
BT THY AT T & 8 ifs 1 a5t IRead 3 3&TS (Unit of Cost) T & Bt 8, oY qR1 &1 2
gl Sﬁﬁq@ﬁ?ﬁ?ﬁmqﬁmﬁ%ﬁ(TerminalCostMethod)ﬁﬁ g, ifd 3BT 9 SUBR ST &
e fAf¥ed 3afd 4 R 5 oM a9 st A w=fka 2@ E

fan g1 31 vd SUBpR @ Wy A A fAuR < ™ § -

"3p1 Il AED IRGATH S a9l ER1 TR ol & ol fb [Af¥ea 3 o &; o9 &
ye-Fafar den 3der| S Rigra SUBR armEl ® @F] g €, 98 b1 el P g §1”

—qree] sy faw
31 A= 9rdl § Susr | A= € -
(1) SPT R HREAM A R IR WM R GO BT &1 & Fafd Suprd dREm 3§ & 99—
H

(2) SPI-Hcd IUBTRI-Hd Pt 39e g3t AR BT Bl & 3R BT TR A H ennpd 1 F9a
NI ¥ BB 3B ol auf § R A ¥ SUBH B qafd I denpa A AR B A F

(3) 3BT BRI B GG B W IU-IPIRT B} 92 ol O 21 ISR ¥ 3 AR 4R Q1 71 B
gl

3 ol u@ fAPdard (Main Features of Contract)
3% @t g fRvart = §—
| 5 o Rl O TR BT 1 e od P Tl R g &, R ST 95T (Contract
Price) ®gl STl &1
2. 3B W fbd WM a1l BRI ‘BRI’ (Site) W & fbI o9 T

3. 3 ® QI Y&l (Parties) § ¥ T U8l Ol 3B YR B el 8, ‘SHIETEl’ (Contractee) I TR Y&l
SN 3B TR BRI BT 8, ‘SderR’ (Contractor) HEATT gl
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4. 3B b1 AT 31AAl oevmd forfad 3erar Hifge 8 |aar 7, ord f3 o1 arel arf awa=eh |t
vIaf BT W Ieold Bl 2

5. 3% @t Rafd & o1 gof w9 4 a90=1 81 R | Y b oren 2, afk 3 s =it srafy
P18, O U ﬂ?ﬂﬁlﬂﬁﬁﬂﬂﬁﬁiﬁlﬁ (Certified Work) @ 3MeIR TR 3ferdl fabwl (Instalments)
A o wiran 21

6. mﬁwmmmm(Archﬂect)msﬁﬂﬁﬂ?(Engineer)é‘lﬂﬁﬂﬂﬁl‘lﬁ%l
B AMATIS &l ¢ fb SHER gR1 va ARaa f[dfd a6 {353 1 a1t &1 wiq-vfiea wu 4 wfoa
R R 9, fd T PR B o IR IAIOE (Uncertified) Wt 81 wehan B

7. 3 ® qd RuiRa vl & srfa & g1 f&a wiren 2, ol &1 Seeieq @9 @t gon A sewa §
afagfed o sgaren W gd RuiRa snurR wR Ft ch 7

b B 99 PR (Main Types of Contract)

faft=1 aRRufEl ta i1 & 39wy 3 & wa varR A=fafaa §—

(1) fAfR=ra qea d&1 (Fixed Price Contract)—%¥ ISR & SHI B =TI S SHI I wfera faa
ST B, Rt ou et 9 A # forn wiran 71 wfasy # FwmE agn & Rl A1 avgait & qew §
M & HROT g¥el A, 3 g SURKAAT (Overheads) d 811 drell 4 f§ a1 & &1 FHRSH B34 3 IS
AR 39 YR B 3B A el ekl &1 I &1 PAF—Iga 9 FlRea w1 & snurR w & fan wr g,
IR Ieg3il @t A d 9 fE A E @ W w1 e = TeR @ 39 vafea vd deita 2

(2) SIRTE-ART 31 (Cost-Plus Contract)—®¥f-dWt Sbreran (Contractee) ERT T w1 &1 & forg
%(Tender)mﬁ?ﬁwmﬁ,ﬁgﬁﬁiﬁ‘ﬁqﬁﬁﬁ@%,Nwﬁlﬂiﬁﬂﬂﬁﬁ&?qﬁiﬁﬁm
(Risk) BT & 3R 391 A &1 \E)-wE oA =76l favan o Wl 1 U TR B BRI B FIA | BIE
M SherR ‘FAffad Iou 3@ Tgf R R T B B, Rifd S B AN g A1 BT Yd ST R D
fore @ T A1 B 314 $H PR @ B ‘ANE-AN SHI’ B INUR B fhA S Wha €1 ANE-ANT SBT
H IRF OB UR A dqTell [l AN ¥ T [Afaa gfiera & o 3t Af¥ Sisax 3 g o g ar
H 39 YR & 23l ¢ Afaferd fhar SR SR f 9eR & =il @1 aftaferd 7 fa SR | |aMee:
=1 PR & Il B Fo AT B T B THG = H TE @ o §—

(i) SHER N1 W & Yoft R =16 A M arelt =m;

(i) I B TR BT fhrEn; S v E ¥aq a1 fhwr;

(iii) SPER FRI fHA T T = P 3P A DI T 7 8, 99 S Pl I« B =g o 18 Reaa
Pt A |

(iv) SHER &R WA P foIU 999 & qI ® HY | FTol BT

(v) ®Ig M AT S Al T<1 Wil SheR A b ft wRen ar aafs @ @ |, iR RSEa! R
AT & srwia wigpa F fan s &

(vi) Ofe SHER gRT BIF AT a=<it AN 7, A1 SR B GHG FAH B =R gui =81 fHan s
2, 3R 39 ®RUN A I Bl Svs B 7 P STURSRN TSR W1 B, 1 39 IPR B TS &l A
B, B Bt F AN | AfRfera TR fban RN

(vii) T 9t T o 3B B forT URIAE (Incidental) 9 8, S—3® & SRME @RI | A 3@ 31fiH
T I UThfAs HRUN A S B |

AN A 31 ggfi gafd FdE ik are Sl & forg S @t siff¥eaar o1 <wd gu Sugw™

A S Wbt 7, IR S TSN B AG) IST AV IH2qA1 Y g ¢ fb 39 ugf A IBIR B AFE B
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SR TP [AR¥Ed <R | oY 91 1 BT B, 31 98 a9 AN B 9811 P Ja« dRdl § iR g
W &M el <l R®ifs 3% @ Ar[ o st grft, w1 W @ are @ i A & i g
39 gl #1 TF O N T ¥ & 99 90 PR wEra T @ A @ 99 9% 3B o) Gl AN b1 A
<Rt R vt 1 T B T B SR Y @ forg et g A savawar 2Rt aw sifAfRaa & e 71

SURIH SN & AR BRI &R 3haR & H PI Mg Sird Td FRTL @t =gazen & e
T4 YRI Afth A1 AT ERT BRRA 1 Febell 8, dlfh 3P B AN B 1D w9 A 1 S1—1 Sl AP |
3B W BH il BRI B TS FHI-EHT W el e a1feY va 39 ey | it fdifdei ) et @t
I Ruid S9 99T a9 fha T i |fed TR a1 afke |

3) H@WWW(COMraCt with Escalation Clause)—U¥ 3Pl & 3r=iid 31 3B Bl AfAfera
o <t @ < i srafd § gof a9 € v Ree odwe au e & 9rilt, s/t o= i @ e 9,
P ®R H 1 dre e & dRo, g8 9 f§ a1 &0 9 qurifod 3 & o 81 w9 RieE 339 3
IL¥ A 99 U1 A1 A oEvd dt vy avg ¥ wfnfora o) forn oen &, 9 3 39 YBR # @ i arqme
gh BT HEl Sl & |

& +ft IPIR ENT 3B B T FT AFAM BRI P IR A B A & T w6 ™0 T
 IMYR W SHIET A I a1 o g1 Ry SR B 990 89 3 g a9 i a1 9 § iR 39
I & 7y Bad R ¥ 9 f& 71 HH SH1 & 8 ol €, SR Borawy fodl v g& & =2fv SerFl us
|l 21 37 399 ARE | 9 & fo @ i araren goh oot gay 3R fordn i 21 Fef 59 g
® 3B H 3B B You qd FAf¥aa € e &, wg oa wWR | 917 SR | @9 ara uRad| 1 \HrioE
e fAREa SR W &R &1 &1 7 SR 59 gaR aRafda awrifor e &1 Y SHeR &l &R &
S 2

3@ @Ml JAR &1 o fafd—

3P W fF 1 9=l BRI 4 A arel a-gIA B [RgiRe $A 1Y TP SHER ERT T& ‘ST @i’
(Contract Account) SR fdbam S 21 Hﬁmﬁwﬁmméﬁwﬁmgﬁ%,ﬁwéﬁ
BT G ‘SPT Gl Tl (ContractLedger)ﬁﬁv_qT\_rﬂﬁT%I AMI: UAD 3D Bl T el AT S Bt
G‘Iﬁ%,mﬁméiﬁaﬁmiﬁWWmeﬁl Wmmmm(DoubleEmry
System) @ 3MMYR R @I Sl &1 3 SBI @ § Sfde ver # 9 wava Wl¥mii fRwrE ot €, ot o3& &
P B P F I P R B, SRA—ArEN, W, I U T TG I Y IS | 3P R U oH g
PR B T F IR 1Ue 3NfE BT Mt TN {1 S B, ©ive @ 9ART @) <90 § Wive @ BN (SPT 3afd
A HI) 3eMEl Wve HI fPIR 9 o 3 T2 § ve gy H oo safd & forg gern mn fawrn
e 31 N Sfic va & i o 81 Ry AR wve &1 ST U € 3B W fhan o ', @ wve
B IR g Sfe 981 A T @R TR B A [ )R 9@ [P IS 99 FY G B G B Hise
ge1 9 3z f3an S 81 31 orf wHra 19 3 <90 | 3 Wi Bl SHIE B ARDIT W A HfSe B
f&an o 7, 3R o | =it g8 Ak, anfe @1 it Bfee var A & e o 81 3 9 @ & <1 vad
P 3R o9 fbar oiman 81 afe @ @ »fee val &1 21 ¥ 9er & A | fde ® @ R @) ¥
B TN AET A1 2, 39 [Arda Rafa 81 w® s & R @ =1 | o 7

3% B Yol Bl YA SHER G SPHIETA D 984 Y AHSI B MR W foban STl &1 914: 3B & o
BT YA SHaral &R1 g RITIPR (Architect) d gRT SHER & &R fbd T SR & YHIVH & IMUR
R fn o 81 At Rreoer &0 f[fd 9w @R 40% &t a1 9o wvan @ @ SdeR 3@ I
(Contract Price) @1 40% Hed 9T &1 1 AABRY a9 A 21 IR THANOT SR BT IR [ ShaAR Pl
¢ famn v 7, afew g ufieE (S 913: 10% @ 20% S 7L T1 ) ¥R Ay, S At gg afd
(RetentionMoney)Wﬁ-ﬁ%,ﬁﬂ?ﬁéﬁr\’ﬂﬁﬂwiﬂ?ﬂﬁrﬁﬂ%l 3 B AP BT BROT I8 I
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2| fF aft SpeR ®) 33 W TM T [ B T B IPIR B W B R B B D) ofA TG @ =
B, A YA S &1 GR1 g fie R SR Srf 31 19 A IR BISHR ol AHdT ¢ AR 39 Rafa 4
PR P 59 B B T RR | HIET 037 3R 217 Sor weht| 78 s ? & a1 srgey § 1o
gfarera <f31 ApA P UG @ Wil &1 S & T H SHER Bl Sl M ShIE A 9w Bl &, DI
o 331 W ¥ g1 fhar S 2, wifd af fem ) @9 arell SHd ufafe &1 g9 3 W e g
21 39 9" § 6 @ B Sfae qun Swbrerar @1 afte e @ sise fhan siran g1 3@ i ww= 21
P S9N | SBISET b1 ARPIT Wil Sfde g 3BT WAl Hise & a1 T 8 R 39 YR 3P &
fhd W A 3R SId BRP Y LRI IDarl A UTE B ofl Sl & MR Wil a< B fan o 21

39 U @ AT g 4 R oM arelt ¥

(Items to be shown in the Debit Side of Contract Account)

Ueh SHER R Sd SHRAMT JIR fbar Sirar ® df 39 @ @ sfde et d§ A=fafaa wet &1 feamn
S B—

1. ucaer ArEh (Direct Material)

2. 98 ¥ (Direct Labour)

3. 3 98 I (Other Direct Expenses)

4. J9RT (Overheads)

5. wve Td 3SR (Plant and Tools)

6. 3fafRed &Rl & e (Cost of Extra Work Done)

7. S9-3BI R (Sub-Contract Cost)

Iugh Wit wa&l @1 fawa a faaror = R -

1. weae arh (DirectMaterial)—ﬁﬂﬂ A 3PT BRI B B B forv yer Arh ) smaggean dn
21 amEh feferfaa wreEt @t 3t o 9ad @

(@1 ®R A i gr,

(4) 9NIR A HY D,

(W) 3 3B W WY AR B SRR F/T,
(g) SwrETT &R I H31 R

3 R fAafo wrf 3§ gd @9 arelt sifdwier wrlt ame gefa @ 2t ¥ ur: SbeR] g1 39 TR
I ARl B g A1 H BT PR oA AN B, IR SHBT WIT TR H PR o AT B SATISATTAR
-9 TR g8 arnl fafi= 3@ el @ v @ forg wR | frifaa ) ol <= ' i g
ArER U ot BRN B, S MR R W el ekhl g, A1 O 9rEh & iR | WY g e 3b W afNa
R o o 71 39 AfaR® HW-aW O it 8 9 § f te S R gd # Af¥a @t g arnht sw
3% & forg swaraRa wr & Wl 2, SiE SHas smavgddr Bt ¥1 Al 3% ot vl & IUR IH B
G P & foIg SR Ho Arehl SharR i <a1 © @1 W arnhl o1 o 3@ @ W el fawrn s
T W=y 3 Al @1 e A fwre-fbdare srava v o 2

2.m&m(DirectLabour)—WW@éiﬁiﬁlmﬂﬂﬁmﬁﬂiﬂﬂﬁiﬁwmﬂﬁiﬁm&liﬁﬁ
gl R IEl $s OB AIY-URI T &, 98 I 99F (Time Card) & ARI-A1 IUPHR 793 (Job Card) Wt
W O &1 99 9931 9 SUBR 9951 IR 3 @ TR W} forw A o € arf wHa 99w | & uf¥e @
TR yRsfA® s 8 9 AR SuBH yuH A, AT Uh s1fAe A B Pl WR BRI fhar ¥ A e 1-3reT
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3Pl W A TR B 1 qRAMAS sd 8 I |1 WA 290 d SUBR 9= @) Gl A giRkefe aféfs
(WagesAbstract)ﬁ'&'l'\’Eﬁ\_rnﬁﬁSﬁ?méﬁﬁmﬁmiﬁwﬁﬁ@ﬁﬁmmmgl
PRI-YAT SR UR BTH B a1 fAhl & forw drR-4r 95 79 o 21

3.9?\'1&[3!111(DirectExpenses)—ﬁmWHWﬁﬁﬂﬁ@ﬁﬁqéﬁiﬁmﬁﬁﬁﬁlﬁ%aﬁﬂ
Y PEd & IR d G g S 3B Bl Sfde fFA o & e forw 3 =g fHa W

4. m(OVerheads)—@ﬁmﬁﬁéﬁﬁWﬁﬁﬁﬁ g, SuRd Pegad 21
SRl Pl AR 3bl § | fhdl v IR InuR W gicr oran g1 SufRedl & Serexvl fAferfag &:

@) Teverd, RIcTPR, GuRasoR, SoIMIR, e o1 aa- |
(1) WURFIR & qI d BISR! P UIRIAD |

€) YINIA® T BRI AT S, BHANRAI BT I, ITTIFRL, SllbIH, BRI B fbrrn, faster a1
=i, fasmas 9 §i=, anfe

5. e q SR (Plant and Tools)—dil TvE g AR 3 forg Aeifaa &3 o< &, S99 R I
A & 3 @rar A e FR R o1 g iR 9 & 3 A sivar SH-HR W B W, 3 o9
B A9 B B WIve d INSIRT B el HRD SBI WAl SHD Jod | hfee R A W 2|
39 YBR SHI WAl Bdal g™ (Depreciation) ® g | Sfde 8 A1 81 3B & &1 A wve 9 AR 3t
ol fors &nft, o P @A 8, fadiva: S w9 SEfd a1 ol 3rafd § gx1 g @ qen wive fde
Hed BT &1 1 T PR § & 3BT WA B IR # wive R God | e o Ran oran 71 =g
FB avATY Wt +ft B & TR wive B R Hed W 31 @i 3fde T fhan Sren @ wReg dae S TN
A g @ sfie fba o g1 9 SR FA=iferfa & -

(i) ST TP &) U Bl Ps 3Bl IR AIA-H1A TANT § /-1 S 8, a1 39 <90 § e &) o 9
afd gver X A €t SRl § 3R R gve tar 3o W SHS1 FANT B 7, St e 9 S9 3 &1 g
sSfie o= R s g1 oA it wfa =ver <R Moo 3 fog S9 <ve & §a siias o1 gaE gvel §
o forar Sman &1 Sftas @ =vel &1 arcad S gwIaeel "l | g S & a8 wive s Sfta wra |
3P THR A SH S Bl DI T B VS $ SHa-Tblcl D FHIRG B 1< ft TP FO @Y T4
I8 Aol g1 9 AT Ho Bl ISP ARG H & [ § A AFHIAd? A9 4= & Siiad & gvei A 91
fam S 81 59 WK wve @t i gvel s X Ao ot 81 39 9fi "ver ) wR i 3@l @
T¥ 3fde == anfdu|

(ii) ST9 TAUE IHI-PR R FB W T & forg wam fbar s 2

frepd a7 ® f& aft <ive 3o & 98 dR 4@ < 3 = @ 3o @ wive @ R g | sfde wRAn
1LY, 37=AA T TSl BT AT

Ife e fHr R forn = @ A g T man S @ afed AR @) amRifd ) 3o A Sfde ww
e < 7

6. fafRw s ¥ o (Cost of ExtraWorkDone)—Eﬁ'Jﬂ-Emﬂ %mﬁ?l AT ¥ aftia ot &
IR FB 31 BRI B PI a8 SHEIR A R [ha1 § IR AR IheR 39 e H1 WPR 3 g
IE P B D ford TR B S B, A 01 B SR Bl FEdrn 81 39 IR w1 Bl v B
forg 3deER g faR® &t 3t o™ & 3T WK F M & fAga 9 ger E—

(i) afe afaR® &1l &1 qeu 9ga ifd®w & § I FewadA (Insignificant) & 9 IfR® wrf &1
T | AT BH dTel Hod Bl BT WAl B shfse var A fIwmn wrn & iR 39 ifafks &l a1
PR IR fora IrFE MRl ' S W @ Sfde vet # fewmrn wren 21 ifaRw ard @1 A B
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(i)

I ‘AR AR SHI’ & MMUR R VR a1 o g i are 3 s fAftaa afierg oy
Siredx Joa AgiRa fdhan S 2 8iR 39 yaR iR $ri W 81 aral & 3l &l @/ & Sfde
g1 ¥ ov-gi_ | gar<Ra o) e o 2

Ife A T arel iR BRI &1 Jea TS 3rerar Jeequvl € @ Wil Reifd 3 59 &R &l b 3re
Tl Wi @ S =nfey, o 3& 9o IR Bl B aFT| 9 oY 31l T1-31elT S
b o " | 39 Rafa d§ afaR® &R B $1 v 3= 3B H dRE AFT S Fhel 2|

AT TR $1 IIEV—TF IHIR ‘3’ 7 IPEEI ‘T A TP Wad §991 BT SP1 30 A1 9
A it fban| SwraTen e S9dl g3 §© &7 @ € oo te ReaeER, Sifds $AreT 3 5 g,
B TR H gASR IR E1 HATST A dlies B YA ofd SHIST 9 S9d §F A Fmfonef= waw @
ﬁﬂmmﬁﬁﬁw%wmﬂwiﬂﬁﬂfﬂﬁﬂﬁﬁﬂ(OriginalContract)EﬁeﬂﬂTlﬂ
& fan T 7, W=y SBIETT YA F9 Wad § FMFR (Bath-room) &1 fAafor wafea= 9t #
HET TR B, TS IHBT I U AT FE Y YA Flemsi IN—seId Ty,
sifcrife® dew 3Nfe A Yoh IaT1 TS & | SHIST §RT 54 M A gRac &1 e Sdar
B fbar T 81 IBeR 39 URadH Bl BRA & fov JUR 81 1 3R FFFIR UG 31eqd= el Pl
i T RR @ o3 w1 R R Iz iR a1 2 ara w03 4 fvan < 73 gon| o
I B IR 39 1A Frl & I 1 I 50 B9k $9d 3Rt 3 39 Rafa § sw1 iR
P Bl AN DI SHIET B Sfae g& | J2n < 89 a1l IRIR® @ o1 SHprarn & sfae ga
H T 9T B 9T IR You $ SHETT & Bie e # fAwmn SR

7. @-ﬁﬁl?ﬂ"ﬁ(Sub—ContractCost)—Eﬁ?ﬂ-EmﬂWméﬁiﬁﬂfﬁwﬁﬁ@ﬁﬁqmw
BIS-BIC ShaR! A YUf H1 a1 81 Ierewvl @ forg, it a1 @ Ao ard # 38 )R wa= A
S e 3B & IU-fAuT Bl 3G IHERI FRT I M B folg I IBIR ERT JU-3B 3 SHERI
® T fAfad e R 2 A 9 ¥, T8 Hou Su-dhl B AN PR &1 59 SU-IHI AR B G
SPHAR ERI WA BT WK & sfae va ¥ @ & o 81 Iu-SdhaRi & S99 g1 fad oM a1t S
& fon e ff¥ed =i g0 3%eR &/ 33 Bt §1 3@ W Sl R SU-ddheR gRI fBd W =@
(ArEfl, s anfe) R & 6 R wiren 71 fbg aft g SaeR Su-SHeER @i Big Al <a1 @ < 59
arht &1 fRame-fhare @ s iy va fSRifaa @t € armsh @ 3o @rar fde fFa s ity )

3 @ @ #Re uw § fwE o T =
(Items to be shown in the Credit Side of Contract Account)
W4 3BeER gRT @GR far wiren 2, @ fA=fafa #ei &1 »fee va 3 Ramn i &-
(1) arfos P TS JrEh (Materials Returned)
(2) TRT<IRT o TS At (Materials Transferred)
(3) 99 E AR (Materials Sold)
“4) A AT T gs‘ arh (Materials Stolen or Destroyed)
(5) 31 H g gﬁ armh (Materials at the end)
(6) &€ 3T wllvc g 3SR (Plant and Tools at the end)
(7) wHIOrd BrRd (Work Certified)
(8) ®rl W fdbar o bl g =] ft 9 mIfora =&t & (Work has been done but not certified yet)
(9) SB1 HAd (Contract Price) |



240 AN AP

94 9l wel @1 faw 9 avi|9 A9 geR 2—

(D) ﬂ'lﬁﬂ?ﬁ'l'lg!!ﬂ!ﬂ (Materials Returned)—iﬁﬂﬂ-iﬁ'lﬂ 39 @ forv fAeifag @ 15 9l 3 & ®M
9 3 arg Bl 71 3ra: U Al 3 e & aftw a) fRan wirar ®1 A @ o @ <R an 3@
Ga | =1 T W, oW N AR S Fodr g1 ARl Tt w3 ) 9l 9rfosd 9 (Materials Returned
Note)ﬁ'&'ﬁWSﬂﬁaﬁﬁ?ﬁﬁéﬁm?ﬁﬁﬁaﬂﬁm%@mmm(Materials
Returned Account) Sfde &= a1 i g1

(2) eTRd @ 7 IRt (Materials Transferred)—3afe 3@ TR ®I Wil ARl 2, ot 3@ & forw
IS g Ul fordgst T i 39 b W 1 fbar o ® @ U=l ArEf B 89 Sl R gwir=Rdg
B o oI @ oiEl 59 Al &) smavadar Bl 21 39 Rufa § armfl sxaraiRe A arel 3 B Bfee
fhar S 8 va 99 30 &l s forw armh sxaraRa ot 18 &, Sfae fan s 71

Ae—afe SHIR N1 Dad TP & SHI foral T & Tl 3 Bl Bl TR B g3 A BT I
& el Soa 21 o 39 Rafd # a we 7 axh B

(3) ¥t g§ Bl (Materials Sold)—FW-ft 3& W Sucrel arelt § 4 §B Arnl & e
gRRAMIET # SR a4 a1 81 ) 3 WA, A1 Al B TR B9 B SMeDT A 991 oAbl g1 349 Rafa
A 9t 7E ArEh @t AR d 9 R §S SN B SH Wil S i ug § @ S § wa wra |
e var # fe@m wiran B

(4) 9 T1 e gé |l (Materials Stolen or Destroyed)—afe =it FI'IT%T'E fauetsit g1 Sreran @
Ife & BRU 3B W S WAl H A FB ARG T B SR © U FR1 @ Ril 7 a1 Ot aRRerfa
¥ T 31l At g? AR B ARG B AH-81 @ (Profit and Loss Account)ﬁ BTN BRd Y °rdi
Bfee B T o 7

Ale—T< g5 S AR} g5 ATl O AN B A-EIN W A SRR $RA BT AL HRO TS §
f& afe o1 7 A 9 @) 3 B AFE AP wU A 98 RN W fb A@red [l & wden fasia
§ FifE Tpfae smuare s @t A g€ w1 3o W | wEfRe T8 2, o VW 71 @) arEfa a
A g swTIRa HY SfEa B

) ﬁﬁﬁgﬁﬂﬂ!ﬁ (Materials at the End)—3®1 @l 4R 3 o1 arelt fafdy ax fora=n arsh
E%ﬁgg?gﬁlﬁ%,Gﬁ'\'ﬂﬂ‘T\’ﬂTﬂ!ﬂ(MaterialsatSite)ﬁT\_ﬂﬁT%I ﬁﬁéﬂﬂ?ﬁ$‘1ﬁ]ﬁ3‘cﬂ@ﬁ1
Hfde o fan v 31 o< g€ Wl @ Wy W fReafefa 9 Aewyef §-

(i) 3B R arH-gIf &1 Rufkor B39 g o A a9t g€ 9l &1 Geuidd &1 YR ad) IEn § o
el & A & R o) Sriq af} e & v ST e dnTa o, 9Tk e Jeral
I @ R a7, A g0 g3 arnh &1 e f S e w® B s

(i) o9t g8 ArEh B AP gfdfte HIW T I 1 IS & 6 S vl B Rafd wn g ?
afe 31 F1d ol @ g A wrnll i @ aiftw 31 § Seft va Sa @ran sfse @en wrnh
aral Sfie o= R s =g af 3o srf apft gui =& gon & o WA Rufa & Ffs wrsht
ﬁmﬁmqﬁﬁwmmﬁ,m:éﬁ@ﬁﬂ?ﬁ%‘c’ﬁ%'&]ﬂwm(MaterialsatSite)
aral i 3f¥e w71 F1en 7, 39 TR ATl @ran Gl I8 ¥ RIS 9 & qRR A 0 W®
Al & Yo 9 3@ @ran Sfde R R S § SR e W arnh @ e F) kA s
Bl 39 TBR W R Al @6 o 8 o |
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3P W[ ¥ WrBll 31 AGER

(Treatment of Materials in Contract Account)

Ilustration 7.

g fafes d=ge fafics 7 @ Sida Bvda waa & i gg S& fer1 2,00,000 39 &
ARl g @ TS, 50,000 TUY @ AR R 9 AEfE # g 15,000 T F ARl diem 1 arfts @t
TE1 3000 39 <RI @t |t =@ @l T8 SR 700 394 B |ArElt T @ T 4,000 B9 B ArEh 3,000
00 H 99 @ M1 I H g9l g3 Arsi 20,000 94 B g1 20,000 I B AR TP I B A A
gs Ol gUi & g&T g1 1,000 398 1 ArTft U o S Pl SN PR & TS |

39 SUYH Hal DI PN B P @il W [P goR fa@rii|

Bhawna Building Construction Limited undertook a contract to build a college canteen. Materials purchased
Rs. 2,00,000. Materials supplied from stores Rs. 50,000. Materials returned to godown Rs. 5,000. Materials
worth Rs. 3,000 were stolen and materials worth Rs. 700 were destroyed by fire. Materials costing Rs. 4,000
were sold for Rs. 3,200. Materials at site Rs. 20,000. Materials worth Rs. 20,000 were received from an other
contract which has been completed. Materials worth Rs. 1,000 transferred to an other contract.

How would you show the above items in the contract account of the company.
Solution : Bhawna Building Construction Limited

College Canteen Building Contract Account

Particular Amount Particulars Amount
(Rs.) (Rs.)
To Materials Purchased 2,00,000 By Materials returned to
To Materials supplied stores (Godown) 5,000
from stores 50,000 By Materails transferred
To Materials received from to an other contract 1,000
an other contract 20,000 By Materials sold 3,200
By Profit & Loss A/c :
Loss on materials sold 800
Material stolen 3,000
Loss by fire 700 4,500
By Materials at site 20,000

Important Notes :

(i) SuYh ISR H A 4,000 T B AFER 4,500 T ¥ 9= RN @ SH R B a1 500 T
B Y Bl Ib W b SfAe yer § fewmn e

(i) AR g A A B arell [l A =1 s =1 Bkl ®, a9t dRu § f 39! P/L Account
H gxar<Rd fbar w21

(iii) 31 ®A & A Al ARl 3t I 3 ARl g IR Beawd B A9 A1 FE B B, O Sed
1 91 I8 oW IR T 31 B @ nfafafdal @ w=fRa 9 99 @ 3 @1 av @ 'l =
A ST Ahell €1 31: $h] Y-8 @ § griRd $x fean S 21

(iv) Ife S B o AR Ak & SRME P 11 gRil 8, S B W e N 9HG §B TS
1 g€ o1 a1 Vil T Sl SR ) WM ufthan A weafua gl ¥, 3 Wi g1fA # e
T 9 gwraRd Jel fhar e g, w®ife i @[ wme [ @ ol 6 2
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(6) W'g'ﬂ'lwaaah\_rl'l'\'(ﬂantandTools at Site)—3afe 3BT BRI YR B FHY U TG 3SR
P IFD T AT R i b = @ o 9d & 9 # 3ierar 3F1 FR gl 9 @) g9 | e U
IR H1 JeATH BB oI Pl SHIEM B Hfse ud ¥ I faan s 81 e @ iR wR af? g
1 AP P e Pl 3P @K & Sfde ¥ @ &1 g&1 8, @ 99 gL <ve T4 AR & o | Sl
Gl Hf3e 78 fhar S g1 7€ 927 wive 7 AR B R ) am @t Rafd § f @ @ 2

v g MR & "y #§ = weequel aual R eae 39 9 sravadan ¥

(i) afe < g TR B P WM & TR™ § R I 3 sfac 91 d Rarn sn ga1 g ik af &
AL H TR Ive Td ISR 370 Sl R W} FaT H I T 7, @ R Rafa 7 e 3l wR
3! afY b1 gTE IR FIB AN Hou | BT Wil hfse B A1 AfRY|

(ii) Tve T4 3SR UR R &1 3 B1 3Mheld B THI T M &A1 91T P afe g 1 &t ==
afaad & € g I g9 St Al & forg fAdren SR o safd & forg g 3o &t W WA
H @1 TR | SRV & forg, te wive et Ja dr 1,00,000 $9A B, 3R g @) Afd
2,500 %9 eRft | ST @ A Sfde var § 59 Il &1 g9 & Il fRarn o waa g, iR af}
U T4 SR Bl sHS o A | Sfde ua 4 Ramn & @ 9 989 & gvEq 99 g0
4 97,500 %o (1,00,000 Fo — 2,500 Fo) B SHIET & hfsc Uel # fawmn I¥m| 1 3
aRRfd 4 afe g A &% 10% S Tt & A1 g B AR B aRebe v w9 3 7N B afd
P gE H TE @ SR SR U Refa /g &6t f?n 10,000 Fo B 3R wve 9 SR @
WY T 90,000 To B

(iii) afe fHeht aRRUM # wive va 3ioR uf w9 | a1 31ifde wu | 99 R o 7, o vt Rafa
H U< i P SHIERT & HIIT Y&l § T <Ave TG AR Pl 999 | IU a9 Td g Bl
SHEN H FHHe: Sfde ug va »ise v A fAwrn oian g1 <ive &1 fasa gou va S|at ar
(@fe g Fl X &) 1 B A I OF B A TP BT T BIeH) B IR & T R IO A
a1 g1 & weRia s af} wive vd SieR & 93 oF @t [y 98 & w2, @ o=l Rafa
g B R A EE o R W 99 TN ve 7a SR R F14 H AR B dhe T8l faan S
g 3R fasha Yo Ud AT & 31} Bl & 19 A1 A A1 STt ®

(iv) Tl wive Td NI § Tipfice BRul A 71 9 B FRU HB T Ak 2, A 39 S B IMHN
TN 89 @ SR d¥-8f1 9 ¥ gdr=Rd & a1 S« 21

3Bl G ¥ VS Bl FdER

(Treatment of Plant in Contract Account)

Illustration 8.

T ST 1 3ied 2000 PI IR¥ g3l 39 S & forg 50,000 To 1 wrve 30 A, 2000 B B foban
T 3,000 o & BT AU TR Bi a1t R f&a ™11 5,000 o &1 wive AT | 7 8l 1| 10
1 80 freTd Hoa I 11 ST T A1 3,000 o He &1 wve 2,700 Fo | 99 I rm @on 8,000 To
Hed P IUC TR 8 ™| <ve W 10% g sy |

A contract began on Ist April, 2000. For this contract a plant of Rs. 50,000 was purchased on 30th June,
2000. Plant costing Rs. 3,000 was returned to store. Plant worth Rs. 5,000 was destroyed by fire. This plant
was insured to the extent of 80% of its value. The plant costing Rs. 3,000 was sold for Rs. 2,700 and plant

worth Rs. 8,000 was stolen. Provide depriciation on plant at 10%.



SUFRI, WYE Td S AN fafd 243
Solution :
Contract Account
Date Particulars Amount Date Particulars Amount
(Rs.) (Rs.)
2000 2000
30 June | To Plant Purchased 50,000 30 June | By Plant returned to store 3,000
" By Plant sold 2,700
" By Insurance Co. 4,000
2001
31 Mar. | By P/L Account
Plant stolen 8,000
Plant destroyed by fire 1,000
Plant Sold 300( 9,300
By Plant at Site 27,900
Working Notes :
(i) Calculation of Plant at site.
Rs Rs
Cost of Plant 50,000
Less : Plant returned to store 3,000
Plant sold (Cost) 3,000
Plant destroyed by Fire 5,000
Plant Stolen 8,000 19,000
31,000
Less : 10% depreciation for whole year 3,100
Plant at Site 27,900
(i) 7 H A gD g€ B3 D (Y 9 & 7 @ O gD 12 WEH 919 9% A A1y
(iii) TUE B TR & fog aifdd &=, Aff | T 81 den 93 oM 3t [ 98 & € €, s@: g«
P bl Tl fbar T g, 39 Rafa 4 g8 9= forn mn 2 o o fafd w e g fdan
o, S fAfY W Swy i gear g8 #
(iv) wIvE (S 99 991 §) TR EN 10% W R a9 &I I T Y, Jafd e w1 SuEnT 9 7N & gan
?, 1 safere fdar e R fh g9 & R 10% 8 7 % 10% aififw |
(v) afe ge=1 § e & doH B, AT A/ T€ TN A TR B A9 w=A Dt Al § 7 Bkt @

TN $1 RS T 37afd P e A W g 3G foan S =@y, Ry 99 A1ve &l Jeaieh
B TG 39D AN Hod B U P G AN § A B fban S &, g1Ria reran srferfaa

o Bl T |

(7) IO & (Work Certified)—sren f& qd 4 aftia fban < ga1 & f& d&emn (Contractee)
SPER Pl IS &N fHA R S & @ 1 P 0 R g RAPR (Architect) a1 SR
(Engineer) §RT SO R & SMYR TR $I1 8| 56D &4 SR I 8l © & a8 Yfaa o on v
& 3o o1t Wlia @ IguR & 5 w21 e g &1 Frd 9fta 8@ o 8, S9 e | A §5o
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gfaera afaemRon AR (Retention Money) ﬁwﬁq'ﬂﬁlaﬂ'ﬂw IPIET ERI SheR Bl B AT ST
21 e g% v g fb y=iftra &Rl &1 Gedid 3®1 e W MRa gl &, Rl 3der &1 @y ft
affafera B 81 SereRul & forg, afd ga S@1 et S 9o 5,00,000 To &, 40% & & forg s
fan S 21 3 yAIfOT ®1 @1 @ 2,00,000 o BN, TE 3B @ AN WEl 2, 3 IHT ou it
gt ¥ &, o o o1 s oft afafera g1

wfaeRen AR &1 Y SH PR T B W I H B AT I B

(8) Pl St fan o ﬂiﬂ%, g Ift 9 gmfora F€ & (Work has been done but not Certified yet)
i & FHIfora B 3t ifxaw fRAfY | ad & o 9@ fan a1 w1t sfora srd wremar ®1 HW O
8w § fb Sdar A T f A snen srafq 50% wrf goi @ g B, iRy RicdsR & T fewion 9 g8 45%
BRI FHIO B TAT A9 5% BT IO B @t Aot | A | IO B DY W9 FHB AR W
& Rar o }1 w®ifd w19 9@ 1w 7€ 2@ 2, IPER A1 ura B B By 7 e 7
YA Bt Bl 'mﬁmﬂ' (Work—in—ProgressAccount)?ﬁ&ﬁ’hﬁ@ﬁg‘?é‘ﬁl@ﬁ%?ﬁ%ﬁqﬂ H
e e 21 3rTe o Rudia wfafe wva a1 w1l @ s w fQan s 2

(9) ST Hd (Contract Price)—STd 3P1 B T’f Bl ST B, @ SdT Wil bl qa A pfee o=
STl ® 1 S ufdfie & sraiia 3w1eTal &1 @afth i @il (Personal A/c of Contractee) Sfae fdan e g,
Ter IPr@m (Contract Account) BfSe fba oI &1 9=y afe 3@ drf qx1 €1 gam &, @1 vt Rerfa 4
P Yo O DI Ffaw T8l DI Al 2, AfAY BT W Bl FHIO BRI Ta IO SR @t ARl & A
A Bfee fbar o 21

‘TP WA B HISC Y& DI IuYeh afoTa [ AGT BI (i) SBT BRI 37YUT 81 O T H TG (/i) SPI P
oof M @ Ten | e yeR e o 8-

(i) 31 Bt Iqul 9 @ Tem |

Contract Account (Credit Side)

Date Particulars Amount
(Rs.)

By Material Returned e
By Materials transferred to other contracts e
By Materials at site e
By Plant and tools at site
By Work-in-Progress A/c

(i) Work Certified  —

(ii) Work uncertified —

(ii) 31 B guf 89 W

Contract Account (Credit Side)

Date Particulars Amount
(Rs.)

By Material Returned to Store —_—

By Materials transferred to other contracts e
By Materials in hand e
By Plant and tools at the end
By Contractee’s Personal A/c

(with contract price) —_—
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3BT WA BT A

(Specimen of Contract Account)

The Ansal Housing Construction Ltd.

Contract No. 121

Particulars and terms of contract ..........ccceeeeeeeeeeennnn.

Date of Commencement of Work ..........cceeeeeevveennnnnn.

Date of completion

Place of Work
Contract Price
Mode of Payment
Escalation clause, (if any)

Contract Account

245

Date

Particulars

Amount
Rs.

Date

Particulars

Amount
Rs.

To Materials
(9) Issued from Stores
(i) Purchased from market
directly
(ii7) Transferred from other
contracts (i + ii + iii)

To Wages paid

Add : Outstanding wages
To Direct Charges

To Indirect Charges

To Plant Issued

To Sub-Contract Cost

To Extra workdone (cost)
To outstanding Exp.

To P/L Alc

Profit on sold Materials

Profit on Plant sold ——
To Balance c¢/d
Or
To P/L A/C (Profit on contract)

By Materials returned

By Plant returned

By Materials/Plant transferred
to other contracts

By Materials/Plant sold

By P/LL. A/c—Loss on sale of
plant and Materials

By Profit & Loss A/c Materials
stolen or destroyed by fire
Plant stolen or destroyed
by fire

By Gen. Insurance Co.
(claim for damages)

By Materials at site

By Plant at site (depreciated

value)

(i) When contract is complete :
Contractee’s personal A/c
(Control Price)

(if) When contract is incomplete :
Work-in-Progress Account :
(a) Work certified

(b) Work uncertified (Cost) ——
By P & L A/c (Loss on contract)
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SHIE Bl ARKIT Gl AR BT

(Preparation of Contractee’s Personal Account)

PR ERT T8 94 &3 & forg & ar@ie ad 4§ Sararan & fba o= aifdm wu 3 wra gon g,
ISP 1 ARBI WA IR a1 S 81 3 4 gwfe by 9 arel 99 oe=i 4 9 913 31 8 o
IPIEEl | G B 8—(0) A0 BRI & gl 9T 81 drelt 313 T4 (i) 3BT BRI FHI 81 WX SBl
I < 8 | 349 <@l Bl 3aR gRT A=iferfa sia afaftcdi g1 oot o geaaei & feaman s
—

(i) wfor s @ qea AR Wl B w®R—

Cash or Bank A/c Dr.
To Contractee’s Personal A/c
(Being advance money received from the contractee)

(i) wefor &l gof wd s @ W 3 g @ fa—

Contractee’s Personal A/c Dr.
To Contract Account
(Being contract has been completed and contract price has become due)

SuHs A1 wiefer SR § W s AR B1 S @R W B T T TS &, TRy g @

(Posting) R 4R SBISTAl b1 Afth d @il A4 9 § JTR & el 28—

Contractee’s Personal Account

Date Particulars Amount Date Particulars Amount
(Rs.) (Rs.)
To Balancec/d | ... By Bank A’/c | ..l
To Contract A/lc | . By Balanceb/d | ...
To Balance c¢/d
(Amount to be received) [  ..........

3% W am-gIfA &1 Rufvor

(Determination of Profit/Loss on Contract)

fafi= aRRufadl # 3 = Sfaa v AREa o @ fau A=fafRe SR su=rE ot & -

(1) 31 o GRT 81 W—IT SH1 W & BHfST v& &1 Siig Sfde uer A 31fdd g A1 SHIR B a4
BT ® 3R fawdia <en A =¥ A<t 81 a7 < siyan w1 aRafde @9 @ SRl guf w9 W@ dv-Ele w
# I9 &} oIRh 7

Illustration 9.

X undertook a contract for constructing a building from Y on Ist Jan. 1987. The contract price being
Rs. 1,00,000. He incurred the following expenses :

(XA YD forg v wa= fAmior &1 St 1 S=ast 1987 @i for | S&1-ea 1,00,000 %o 211 6+ =
=g fH) :
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Materials consumed (ST &} T AT
Materials in hand (8% Arl)

Wages (Foigd)

Direct expenses (I<d&l =)

Plant purchased (<IT0€ shd T2M)

247

Rs.
5,000
1,000
5,000

20,000
10,000

The contract was completed on 30th June 1987 and the contract price was duly received. Provide
Depreciation @ 10% on Plant and charge indirect expenses 20% on wages. Prepare necessary account in the
books of X.

(31 30 S 1987 1 Yo 1 T IR IH-Yed W & T ie TR 10% Pt R A g sy AR
I Y TGN W 20% M| X B GRIDI H AP @R I8 1)

Solution : (Books of X) Contract Account
Date FParticulars Amount Date Particulars Amount
(Rs.) (Rs.)
1987 Rs. 1986
Jan/June| To Materials purchased : June 30 | By Plant in hand transferred
Materials consumed 5,000 to state
Add Materials in hand 1,000 6,000 Cost 10,000
" To Wages 5,000 Less 10% Dep. 1,000 9,000
! To Direct Expenses 20,000 By Materials in hand trans-
" To Plant purchased 10,000 ferred to store 1,000
! To Indirect Expenses ! By Y a/c (Contractor’s
1987 (20% on wages) 1,000 Personal a/c) 1,00,000
June 30 | To profit and Loss a/c 68,000
1,10,000 1,10,000
Y’s Account Contractee’s Personal Account
1987 Rs. 1987 Rs.
June 30 | To Contract a/c 1,00,000 June 30 By Cash 1,00,000
1,00.000 [1,00,000
Note :
(i) When the Contract is completed, Plant in hand and materials in hand will be transferred to store.
(i) When the contract is completed Contractee’s Personal Account will be debited with the Contract
Price.
(iii) In the Debit side of the Contract Account, ‘Materials Purchased’ will be shown.

Materials Consumed + Materials in hand = Materials Purchased.
Ilustration 10.

‘A’ undertook a contract for constructing a bridge on Ist Jan., 1970. The contract price was Rs. 5,00,000.
He incurred the following expenses :
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Material consumed
Wages

Direct Expenses
Plant Purchased

Materials in hand

AN AP

Rs.

2,20,000
80,000
40,000

1,00,000

5,000

The contract was completed on 30th June, 1970. Charge depreciation on Plant @ 10%. Other Works
expenses were 10% of Wages and Office and Administration expenses were 1% of Works Cost. Prepare
Contract A/c in the books of ‘A’ showing Prime Cost, Work cost and Total Cost.

Solution : Contract A/c
(in the books of A)
Rs. Rs.
To Materials consumed 2,20,000 | By Materials-in-hand 5,000
" Wages 80,000 " Balance ¢/d Prime cost 3,35,000
" Direct expenses 40,000
3,40,000 3,40,000
To Balance b/d By Plant returned after charging
Prime Cost 3,35,000 dep. @ 10% 90,000
" Works overhead : " Balance c¢/d Works Cost 3,53,000
10% of Wages 8,000
" Plant 1,00,000
4,43,000 4,43,000
To Balance b/d By Contractee’s A/c Contract Price 5,00,000
Work Cost 3,53,000
" Office and Adminsitration
Overheads :
1% on Works Cost 3,530
Total Cost 3,56,530
" Profit & Loss A/c :
Profit on contract 1,43,470
5,00,000 Rs. | 5.00,000

Iustration 11.

In July 1970, the firm of Banerjee & Sons, contractors and engineers, took the work under a contract for

erecting a two storied building for the Calcutta Pottery Works, the value of which was estimated at two lacks of

rupees in 1970. Banerjee and Sons spent the following in respect of this work :

Materials Rs. 35,000; Wages Rs. 20,000; and incidental expenses Rs. 5,000. They received the following
instalments from the Calcutta Pottery Works : 30th September, Rs. 50,000; 30th November, Rs. 25,000.

During the year 1971, their expenses on this contract were as follows :

Materials Rs. 50,000; wages Rs. 40,000; and incidental expenses Rs. 10,000.
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They also received four instalments as follows :

31st Jan., 25,000; 31st March, Rs. 25,000; 30th June, Rs. 25,000; and 30th September, Rs. 25,000. By
31st December, 1971, the work was completed. Show the Contract Account in the firm’s ledger.

Solution :
Contract A/c
Date Particulars Amount Date Particulars Amount
(Rs.) (Rs.)
July/Dec. | To Materials 35,000 Dec. 31| By Work-in Progress
" Wages 20,000 Alcc/d 60,000
" Incidental expenses 5,000
60,000 60,000
1971 1971 -
Jan. 1 To Work-in-Progress A/c b/d 60,000 Dec. 31| By Contractee’s A/c 2,00,000
Jan/Dec. | " Materials 50,000 (Contract Price)
" Wages 40,000
" Incidental expenses 10,000
Dec. 31 " Profit and Loss A/c :
Profit on Contract 40,000
2.00,000 [ 2,00,000
Contractee’s A/c
Date Particulars Amount Date Particulars Amount
(Rs.) (Rs.)
1970 1970
Dec. 31 | To Balance c/d 75,000 Sep. 30 | By Bank 50,000
Nov. 30| By Bank 25,000
75,000 75,000
1971 1971
Dec. 31 | To Contract A/c Jan. 1 | By Balance b/d 75,000
Contract completed 2,00,000 " 31 " Bank 25,000
Mar. 31| " Bank 25,000
June 30 " Bank 25,000
Sept. 30| " Bank 25,000
Dec.31| " Balance c/d 25,000
2,00,000 2,00,000

Note : As the amount of work certified in 1970 has not been given, no profit has been taken credit of in that
year and the whole amount of expenditure has been transferred to W.I.P.

(2) 31 BR AP BN WR—afT Hfec-ua T ois M vt A 3MWF & @ S/ @ Fed &1 Wy
3B PI YU B T H I8 WA A1 ARATAD AT el AT A1 g1 IR<AfAD a1 a1 g1 A1 b1 Qi
B9 WR 19 fhar Siar 81 O/9 U 3 BT BRI bs aul P derdl € 99 S 3 UR fhlt uah ad &1 o
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A HA1 I A W & R gren g1 Al 59 af F A 7 @ 3FTel ad H 7f i 9wl ® SR
B HE FHdl § b SH [ 81 R aR<fad o4 a1 g1 fbat w1 s ufd ad srgae & smaR R
Sl A4 fren ST 2, 9% 98 9Egr & @i g s 6 |fdaist o e 4 I@e) Feren s gl

(3) =1ff A T d—afe 3B B SfAc ver &1 AT BT var & AT A AfAB A1 & A gD 31ef D
W TR AR 39 TN P GG AfA B -2 @@ d A S R
Ilustration 12.

Chawla & Company obtained a contract for the building of an office for Rs. 3,00,000. The work was
started on 1st April, 2000. On 31st March, 2001, company received a sum of Rs. 1,20,000. Being 80% of the
work certified. Other information regarding contract is as follows :

Rs.
Material Issued 60,000
Materials in Hand 2,500
Wages paid 80,000
Plant purchased and issued to contract 60,000
Direct Expenses 11,000
Overheads allocated to this contract 5,500
Work done but not certified yet (cost) 5,000
Plant is to be depreciated by 10%. You are required to prepare Contract Account and to show the amount
of Work-in-Progress in the Balance-Sheet of the company on 31st March, 2001. [1.C.WA. (Inter)]
Solution :
Conctract Account
(As on 31st March, 2001)
Particulars Amount Particulars Amount
(Rs.) (Rs.)
To Materials 60,000 By Material in Hand 2,500
To Wages 80,000 By Plant at the end
To Plant Issued 60,000 Cost 60,000
To Direct Expenses 11,000 Less : Dep. @ 10% 6,000 54,000
To Overheads 5,500 By Work-in-Progress A/c
Work Certified 1,50,000
Work Uncertified (Cost) 5,000 1,55,000
By P/L A/c (Loss) 5,000
2,16,500 2,16,500

Balance Sheet
(As on 31st March, 2001)

Liabilities Amount Assets Amount
Rs. Rs.
Work-in-Progress :
Work certified 1,50,000
Work uncertified 5,000
1,55,000
Less : Profit Reserved _
1,55,000
Less : Advance received 1,20,000 35,000
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IMustration 13.

A firm of Builders, carrying out large contracts, kept in a Ledger separate accounts for each contract. On
30th June, 1971 the following was shown as being the expenditure in connection with Contract No. 22 :

Rs.
Bricks and mortars purchased 58,165
Materials from stores 9,800
Wooden doors, windows, etc. 12,500
Iron, steel etc., purchased 3,600
Labour 74,000
Sundry expenses 2,025
Proportion of supervision charges 8,700

The contract which had been commenced on Ist February, 1971, was for Rs. 3,00,000 and the amount
certified by the engineer, after deduction of 20% retention money, was Rs. 1,20,000 the works being certified to
30th June, 1971. The material at site on 30th June, 1971 was worth Rs. 1,600.

Prepare an account, showing the profit and loss on the contract to 30th June, 1971.

Solution :

Contract No. 222 A/c

(For the period ended 30-6-1971)
Rs. Rs.
To Bricks and mortars purchased 58,165 By Materials at site 1,600
" Materials from Store 9,800 " Work-in-Progress A/c :
" Sundry Expenses 20.25
: . 100

" Wooden doors, windows etc. 12,500 " Work certified (Rs. 1,20,000 % E) 1,50,000
" TIron, Steel etc. purchased 3,600 By P/L A/c 17,790
" Labour charges 74,600
" Supervision charges 8,700

1,69,390 1,69,390

(7) oI B TN H—3D WR N 39 B B U ST B fHawn W= B W ARy, 59 W |
wEl W B Ffaa wfoea FuiRa 78 ot g€ 21 39 v A 31 & o= 9 & 5 @ a9 & Fpren
W Safe B, @ [RuiRer 3, e a9 8@ T E e HEfofEa e g ea g

1. (i) afe v o &1 1 3HT T @ 1/4 9 o9 & @ o &1 Rulor 98 B sren &1 s«
9N ¥ Sl Wrdl &1 A9 ‘fhaaor-art @’ § | S S 21
Ilustration 14.

T g fAatar el d=acae= rsde fafies 3 te waq & fAHfor &1 3a1 1 SHast, 2000 @1 form |
3BT [ 16,00,000 T4 T4 fHam w11 F¥9t 7 3 W ad # FAfafa =g 53—

Rs.
ggel Arihl a6 40,000
wrd 9 9t fAeifaa 6 60,000

qge 34 60,000
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1,60,000
40,000
3,60,000

AN AP
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Rs.

1,20,000
20,000
4,000
3,00,000
2,80,000
16,000

Sakshi Construction Private Limited, a building constructor, undertook a contract for the construction of
a building on 1st January, 2000. The contract price was agreed at Rs. 16,00,000. The company made the

following expenditure on the contract during the year—

Direct materials purchased
Materials issued from stores
Direct Labour

Plant

Direct Expenses

Rs.

40,000
60,000
60,000
1,60,000
40,000
3,60,000

From the following informations prepare a Contract Account for the year and also show the amount of

work-in-progress in the Balance-Sheet of the company :

Value of Plant on 31st December, 2000
Materials at Site on 31st December, 2000
Materials returned to stores

Work certified by architects

Cash received from the contractee

Cost of work not yet certified

Rs.
1,20,000
20,000
4,000
3,00,000
2,80,000
16,000

Solution : Sakshi Construction Private Limited

Contract Account
(As on 31st December, 2000)

Rs.
To Direct Materials 40,000
To Materials Issued from Stores 60,000
To Direct Labour 60,000
To Plant issued 1,60,000
To Direct Expenses 40,000
To Work-in-Progress A/c
(Profit Reserved) 1,00,000
4,60,000

By
By
By
By

+

Materials returned to stores
Plant at Site

Materials at Site
Work-in-Progress A/c

Work certified 3,00,000

Work uncertified 16,000

Rs.

4,000
1,20,000
20,000

3,16,000

4,60,000
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a<y Al : Rs.
Cost of Completed part of Contract 1,71,227
Add : Profit taken credit for 17,399
W.LP. 1,88,626
ﬂgﬂf fafa : Rs.
Cost of Work Uncertified 4,500
Add : Amount received on contract 1,80,000
Add : Amount receivable i.e., (Work Certified - Amount recd.) 15,000
1,99,500
Less : Profit reserved 10,874
W.LP. 1,88,626
qRegg-3fafR®-ama 3

(Cost-Plus Contract)
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MISCELLANEOUS ILLUSTRATIONS

IMustration 21.

Assuming that the amount due from the contractee was duly received, you are required to prepare ‘Contract

Account’ and ‘Contractee’s Account’—

are to be provided at 10% on works cost.

Direct Materials
Direct Wages
Stores Issued
Loose Tools
Tractor Expenses

Running Materials
Wages of Drivers

Other Direct Charges

Rs.
20,250
15,500
10,500

2,400

Rs.

2,300
3,000 5,300

2,650

265

The contract price was Rs. 90,000 and the contract took 13 weeks in its completion. The values of loose
tools and stores returned at the end of the period were Rs. 200 and Rs. 3,000 respectively. The plant was also
returned at a value of Rs. 16,000 after charging depreciation at 20%. The value of tractor was Rs. 20,000 and
the depreciation was to be charged to the contract @ 15% per annum. The administration and office expenses
[Kurukshetra University 1993, 1996]

Solution : Contract Account
Rs. Rs.
To Direct Materials 20,250 | By Stores returned 3,000
To Direct Wages 15,500 | By Loose tools returned 200
To Stores Issued 10,500 | By Plant returned 16,000
To Plant (Original cost) 20,000' | By Balance c/d
To Loose tools 2,400 (Being works cost of the contract) 58,150
To Tractor Expenses : Rs.
Running Materials 2,300
Wages of Drivers 3,000 5,300
To Depreciation on Tractor 7502
To Other Direct Expenses 2,650
77.350 | 77350
To Balance b/d 58,150 | By Contractee’s A/c 90,000
(Works Cost)
To Administration and office expenses 5,815
To Profit & Loss A/c 26,035
90,000 90,000

Notes :

1. The written down value of plant is Rs. 16,000. The original cost is ascertained by grossing up the

amount @ 20%.

16,000 x 100

(100-20) 80

=Rs. 20,000
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2. Tractor’s depreciation is ascertained as follows—

15 3
20,000 x T =Rs. 750.

100 X 12

3. The rate of depreciation on plant is 20%, not 20% per annum. In such a situation depreciation should

be calculated carefully. Depreciation would be charged for the full year, irrespective of time taken by
the contract.

4. The work of contract has been completed, therefore, the entire credit balance of contract account is
transferred to profit and loss acount as profit.

IMustration 22.

At the end of a year, a contract account stands debited with the cost of materials issued, labour, overhead
expended and plant issued, it stand credited with materials at site, Rs. 2,000 and plant at site revalued at Rs.
8,000 after charging depreciation at 20%. The net cost of the contract is Rs. 30,000. The materials, labour and
overheads debited to the contract account are in the ratioof 3: 2 : 1.

The contract price is Rs. 50,000. Four-fifth of the contract has been certified by the contractee’s architect
as completed, a month before the end of the year and 80% of the certified work value has been received in cash.
The accountant informs that 2/3rd of the profit on cash basis credited to Profit and Loss Account, on this
contract is Rs. 12,000.

Prepare in full the contract account showing the cost of work done but uncertified and the work-in-

progress account, from the above information. [M.D.U. Rohtak, 2000]
Solution : Contract Account
Rs. Rs.
To Materials 15,000 By Materials at site 2,000
To Labour 10,000 By Plant at site 8,000
To Overheads 5,000 By Work-in-Progress : Rs.
To Plant issued 10,000! Work certified 40,000
To Balance c/d 22.5007 Work uncertified 12,500° 52,500
62,500 62,500
Work-in-Progress Account
Rs. Rs.
To Contract A/c By Contract A/c
Work certified 40,000 (Profit reserved) 10,500
‘Work uncertified 12,500 By Balance c/d 42,000
52,500 52,500

Working Notes :
1. Plant issued to the contract would be :

100
8,000 x E = Rs. 10,000.

2. Credit balance of the Contract Account has been calculated as under :

Profit to P/L A/c = Credit Balance X X Cash Received Ratio
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12,000 Credit balance x X 80% or 4/5

Credit Balance = =Rs. 22,500.

3. The value of uncertified work = (Total of debit side — Total of credit side)
ie., Rs. 62,500 — Rs. 50,000 = Rs. 12,500.
Hlustration 23.

A contractor prepares his account on 31st March every year. Contract ‘X’ was commenced on 1st July,
1999. The following information on 31st March, 2000 is obtained :

Rs.
Materials 42,000
Labour 1,02,000
Other charges 12,500
Adminsitration expenses 25,500
Materials in hand 4,400

A machine costing Rs. 36,000 had been on site for six months. Its working life is estimated six years and
its final scrap value at Rs. 6,000. A supervisor, who is paid Rs. 21,600 per annum has devoted three-fourth of his
time to this contract. The contract price was Rs. 4,00,000 and on 31st March, 2000, two-third (2/3) of the
contract was completed. Cash received 1,60,000 being 80% of the work certified.

Prepare the Contract Account and Work-in-Progress Account. [B. COM. K.U. 1991, 1997]
%Ooﬁﬁxﬁ 318@%lution : Contract Account
2 x 480 Rs. Rs.
To Materials 42,000 By Materials in hand 4,400
To Labour 1,02,000 By Cost of work c/d
To Other Expenses 12,500 (Being cost of contract as works cost) 1,92,250
To Adms. Expenses 25,500
To Dep. on Machine 2,500

To Indirect Labour i.e., supervisor’s

salary Rs. 21,600 x X 12,150
1,96,650 1,96,650
To cost of works b/d 1,92,250.00 By Work-in-Progress A/c
To Balance c/d 55,812.50 Work certified 2.,00,000.00
Uncertified work 48,062.50 2,48,062.50
2,48,062.50 2,48,062.50
To P/L Account 29,766.67 By Balance b/d 55,812.50
To Work-in-Progress A/c 26,045.83

(Profit Reserved)

55,812.50 55,812.50
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Work-in-Progress Account

Rs. Rs.

To Contract A/c By Contract A/c
Work Certified 2,00,000.00 (Profit Reserved) 26,045.83
‘Work Uncertified 48,062.50 By Balance c/d 2,22,016.67
2,48,062.50 2,48,062.50

Notes : Cost of uncertified work.
Cost of 2/3 completed work = 1,92,250

Cost of full completed work = 1,92,250x  =Rs. 2,88,375

Cost of 1/2 completed work 288375 + 2 =Rs. 144187.50

or cost of certified work
K Cost of uncertified work = 192250—144187.50 =Rs. 48062.50
(2) Profit to profit and loss A/c :

Rs. 5581250 x  x  or 80% = Rs. 29766.67

Illustration 24.

The Pleasant Co. Ltd. undertook a contract for Rs. 3,00,000 on Ist January, 1980 and completed the same
on 31st March, 1982. You are given the following information for the contract :

1980: Materials issued Rs. 40,000; Wages Rs. 20,000; Other Direct Charges Rs. 2,000.
On 31st Dec., 1980—Materials on site Rs. 4,000; Work certified Rs. 70,000.

1981: Materials issued Rs. 70,000; Wages Rs. 50,000; Other Direct Charges Rs. 5,000; Special Plant Rs.
80,000.

On 31st Dec., 1981—Materials on site Rs. 10,500; Works certified this year Rs. 1,55,000; Work
completed but uncertified Rs. 25,000.

1982 : Materials issued Rs. 5,000; Wages Rs. 12,500 and Direct Charges Rs. 1,200.
On 31st March, 1982—Materials returned to store Rs. 1,000.

Plant was returned to store at a value ascertained after charging 10% depreciation annually, on the
original cost.

80% of the certified work value was received in cash every year.

Prepare annually Contract Account, Contractee’s Account and Work-in-Progress Account, and show how
the Work-in-Progress Account would be shown in the Balance Sheet of each year.[M.D.U. Rohtak, 1996]

Solution : Contract Account 1980
1980 Rs. 1980 Rs.
Jan/.Dec.| To Materials issued 40,000 Dec. 31 | By Material at site c/d 4,000
To Wages 20,000 By Work-in-Progress A/c c/d 58,000
To Direct Charges 2,000
62,000 62,000
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Work-in-Progress Account
1980 Rs. 1980 Rs.
Dec. 31 | To Contract A/c 58,000 Dec. 31 | By Balance c/d 58,000
58,000 [ 58,000
Contractee’s Account
1980 Rs. 1980 Rs.
31st Dec.| To Balance c/d 56,000 Dec. 31 [ By Bank—80% of work certified| 56,000
56,000 [ 56,000
Notes :

1. As less than one-fourth of the contract has been completed, it is not desirable to take credit for the
profit on the contract.
2. The Work-in-Progress will appear on the Assets side of the Balance Sheet as follows :

Rs. Rs.
Work-in-Progress 58,000
Less : Contractee’s A/c 56,000 2,000
Contract Account 1981
1980 Rs. 1980 Rs.
Jan. 1 To Materials at site b/d 4,000 Dec. 31 | By Materials at site c¢/d 10,500
To Work-in-Progress b/d 58,000 By Work-in-Progress A/c c/d :
Jan./Dec.| To Materials Issued 70,000 Work certified :
To Wages 50,000 1980 70,000
To Direct Charges 5,000 1981 1,55,000
To Special Plant issued 80,000 2,25,000
Dec. 31.| ToP& L Work done but uncertified
Profit on cash basis 34,933 1981 25,000 i 2,50,000
To Work-in-Progress A/c By Plant a Site c/d :
Balance of profit Cost 80,000
Rserved 30,567 Less : Dep. 10% 8,000 72,000
3,32,500 3,32,500
Work-in-Progress Account
1981 Rs. | 1981 Rs.
Jan. 1 To Balance b/d 58,000 | Jan. 1 By Contract A/c :
Dec. 31 | To Contract A/c : Transfer 58,000
Work certified : Dec. 31 | By Contract A/c :
1980 70,000 Balance of Profit
1981 1,55,000 Reserved 30,567
Uncertified : Dec. 31 | By Balance c/d 2,19,433
1981 25,000 2,50,000
3,08,000 3,08,000
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Contractee’s Account
1981 Rs. 1981 Rs.
Dec. 31 To balance c/d 1,80,000 Jan. 1 By Balance b/d 56,000
Dec. 31 By Bank : 80% of work
certified Rs. 1,55,000 1,24,000
1,80,000 1,80,000
The Work-in-Progress will appear as follows on the Assets side of the Balance-Sheet.
Rs. Rs.
Work-in-Progress 2,19,433
Less : Contractee’s A/c 1,80,000 39,433
Contract Account 1982
1982 Rs. | 1982 Rs.
Jan. 1 To Materials at site b/d 10,500 | Jan. 1 By Work-in-Progress A/c b/d 30,567
To Work-in-Progress A/c b/d | 2,50,000 (Balance of Profit)
To Plant at site b/d 72,000 | Mar. 31 | By Materials A/c: 1,000
Jan./Dec.| To Materials issued 5,000 (Returned to store)
To Wages 12,500 By Plant A/c :
To Direct charges 1,200 Returned to store :
Mar. 31 | ToP & L A/c : Profit Cost 72,000
on the contract 50,367 Less : Dep. @ 10%
for 3 month on original 70,000
cost 2,000
By Contractee’s A/c | 3,00,000
(Contract Price)
4,01,567 4,01,567
Work-in-Progress Account
1982 Rs. 1982 Rs.
Jan. 1 To Balance b/d 2,19,433 |[Jan. 1 By Contract A/c Transfer 2,50,000
Jan. 1 To Contract A/c :
Balance of profit transferred 30,567
2.50,000 [ 2.50,000
Contractee’s Account
1982 Rs. | 1982 Rs.
Mar. 31 |To Contract A/c Jan. 1 By Balance b/d 1,80,000
Contract Price 3,00,000 |Mar. 31 | By Bank 1,20,000
3,00,000 3,00,000

Illustration 25.
A and B contractors, obtained a contract to build houses, the Contract Price being Rs. 4,00,000.
Work commenced on 1st January, 1997 and upon it the following expenditure was incurred during the year
: Plant and tools Rs. 20,000, Stores and materials Rs. 72,000; Wages Rs. 65,000; Sundry expenses Rs. 5,300;
and Establishment charges Rs. 11,700.
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Some of the materials costing Rs. 12,000 were unsuited to the contract and were sold for Rs. 14,500. A
portion of the plant was scraped and sold for Rs. 2,300.

The value of plant and tools on site on 31st December 1997 was Rs. 6,200 and the value of stores and
materials on hand Rs. 3,400. Cash received on account was Rs. 1,40,000 representing 80% of the work certified.
The cost of work done but not certified was Rs. 21,900, this was certified later for Rs. 25,000.

A and B decided to estimate what further expenditures would be incurred in completing the contract, to
compute from this estimate and the expenditure already incurred the total profit that would be made on the
contract and to take credit of Profit and Loss Account for the year 1997 that proportion of the total which
corresponding to the work certified by 31st December.

The estimate was as follows :

(a) That the contract would be completed by 30th September, 1998.

(b) That the wages on the contract in 1998 would amount to Rs. 71,500.

(¢) That the cost of stores and materials required in addition to those in stock on 31st December, 1997
would be Rs. 68,600 and that the further contract expenses would amount to Rs. 6,000.

(d) That a further Rs. 25,000 would have to spent out on plant and tools and that a residual value of the
Plant and tools—on 30th September, 1998 would be Rs. 3,000.

(e) That the establishment charges would cost the same per month as in 1997.
() That 2.5% of the total cost of the contract would be due to defects, temporary maintenance and

contingencies.

Prepare Contract Account for the year ended 31st December, 1997 and show your calculation of the
amount credited to Profit and Loss Account for the year. [C.S. Inter, June 1992]
Contract Account

1997 Rs. 1997 Rs.
Jan./Dec.| To Store and Materials 72,000 [Jan..Dec.| By Cash (Sale of Materials) 14,500

To Wages 65,000 By Cash (Scraped Plant sold) 2,300
To Establishment charges 11,700 | Dec. 31 | By Plant & Tools on site 6,200
To Plant and Tools 20,000 By Stores and Materials on hand 3,400
Dec. 31 | To S. Expenses 5,300 By Work-in-Progress Rs.
To Profit & Loss A/c : Work certified  1,75,000!
Profit on sale of materials 2,500 Cost of work done
To Balance being Profit c/d 46,800 but not certified  21,900* | 1,96,900
2,23,300 2,23,300
1997 1997 |
Dec. 31 | To Profit and Loss A/c 23,973 [Dec. 31. | By Balance b/d 46,800
To W.ILP. A/c
(Profit in Reserve) 22,827
46,800 | 46,800
Notes :

1. Rs. 1,40,000 recd. representing 80% of the work certified, so the value of the work certified
=Rs.1,40,000 x 100/80 =Rs. 1,75,000.

2. Only cost of the work uncertified will be added to Work-in-Progress i.e., Rs. 21,900 and not the
amount at which it was certified later on i.e., Rs. 25,000.

3. The amount of Profit credited to Profit and Loss Account for the year 1997 has been calculated in the
following manner :
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Total Gross Expenditure in 1997 :
Stores and Materials
Wages
Plant and Tools
Establishment charges

S. Expenses

Less : Cost of Maerials sold
Cost of Plant sold
Stores and Materials on hand
Plant and tools on site

Total net expenditure in 1997

Add : Estimated Further Expenditure Rs.
Wages
Stores & Materials on hand 3,400
Additional 68,600
Further Contract Exps. or (Sundry Expenses)
Plant and Tools
On Tools 6,200
Further 25,000
31,200
Less : Residual value of 30th Sept. 3,000

Establishment charges same per months as in 1997
i.e., Rs. 11,700 for one year, so for nine months
(Jan. to Sept. 1998)

Provision for contingencies (2.5% of the total cost of the contract
would be due to defects, temporary maintenance and
contingencies) 2.5/97.5 X Rs. 3,36,575

Estimated total expenditure for completing the contract
Contract Price
Less : Estimated total expenditure on the contract

Estimated total profit
Illustration 26.

12,000
2,300
3,400

6,200

71,500

72,000
6,000

28,200

8,775

AN AP

Rs.

72,000
65,000
20,000
11,700
5,300

" 1,74,000

23,900
1,50,100

1,86,475
3,36,575

8,630
3,45,205
4,00,000
3,45,205

54,795

Shalini Construction Limited commenced a contract on Ist January, 2000. The total contract was for Rs.
10,00,000 (Estimated by the contractor) and was accepted by Shalini Construction Ltd. at 10% less. It was
decided to estimate the total profit and to be taken to the credit of Profit and Loss Account that proportion of
estimated profit on cash basis that the work completed bore to the contract price. Actual expenditure in 2000

and estimated expenditure in 2001 are given following :
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Materials

Labour paid

Plant purchased
Expenses Accrued

Plant returned to store

Expenses
Materials at site
Work certified
Work uncertified

Cash received

273
2000 2001
(Actual) (Estimated)
Rs. Rs.

1,50,000 2,60,000
1,00,000 1,20,000
80,000 _—
10,000 _—
20,000 50,000
(On 31.12.2000) (On 30.9.2000)
40,000 71,000
10,000 _—
4,00,000 Full
15,000 _—
3,00,000 Full

Depreciation on plant is to be charged @ 20% per annum. It is estimated that contract will be completed
upto 30th September, 2001. Prepare Contract Account.

[M.D.U. Rohtak, September, 1993]

Solution : Contract Account 1982
2000 Rs. | 2000 Rs.
Jan./Dec. | To Materials 1,50,000 [Dec. 31 | By Plant returned to store :

To Labour 1,00,000 Cost 20,000
To Plant 80,000 Less : Dep. 4,000 16,000
To Expenses 40,000 By Plant in hand' ' 48,000
To Expenses due 10,000 By Materials at site 10,000

Dec. 31 | To Balance c/d 1.09,000 By W.LLP. Account :

Work certified 4,00,000
Uncertified 15,000 4,15,000
4,89,000 4,89,000

2001 2001
Dec. 31 | To P/L Account 57,333.33 |Dec. 31 | By Balance b/d 1,09,000.00
To W.LP. A/c 51,666.67
(Profit in reserve) 1,09,000.00 1,09,000.00
Notes :

1. Plant in Hand Rs.
Cost of Plant 80,000
Less : Plant returned to store 20,000
60,000
Less : Depreciation at 20% 12,000

48,000
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2. Expenditure in 2000 :

Materials

Labour

Plant

Expenses

Expenses due

Less : Plant returned
Plant in hand

Materials at site

Rs.
1,50,000
1,00,000

80,000
40,000
10,000

16,000

48,000
10,000

AN AW

Rs.

3,80,000

74,000

2,60,000
1,20,000

71,000

4,51,000

Net Expenditure in 2000
Add : Estimated upto 30-9-2001 :
Materials
Labour
Expenses
Plant :
Plant in hand 48,000
Plant in store 16,000
64,000
Less : Plant returned to store 50,000

Contract Price
Less : Total estimated cost

Total Estimated Profit

. Profit to be taken on P/L Account :

Total Estimated Profit x

or Total Estimated Profit x

3,00,000
1,29,000 x

o 900,000

14,000

Total Estimated cost

Rs.
9,00,000
7,71,000

1,29,000

1,29,000 x =Rs. 57,333.33

= Rs. 43,000.

3,06,000

4,65,000

7,71,000
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(Contracts of Escalation Clause)

IMlustration 27.
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Delux Ltd. undertook a contract for Rs. 5,00,000 on 1-4-97. On 31-3-98 when the account were closed.
The following details about the contract were gathered —

Materials purchased 1,00,000
Wages paid 45,000
General expenses 10,000
Plant purchased 50,000
Materials on hand (31-3-1998) 25,000
Wages accured (31-3-98) 5,000
Work certified 2,00,000
Cash received 1,50,000
Work uncertified 15,000
Depreciation of plant 5,000

The above contract contained an escalation clause which read as follows :

“In the event of price of materials and wages increase by more than 5% the contract price will be increased
accordingly by 25% of the rise in cost of materials and wages beyond 5% in each case”.

It was found that since the date of signing the agreement the price of materials and wage rates increased
by 25%. The value of work certified did not take into account the effect of the above clause.
[K.U.K. 1999, September]

Prepare the Contract Account.

Solution :

Contract Account

Rs. Rs.
To Materials 1,00,000 By Work-in-Progress A/c :
To Wages (Rs. 45,000 + Rs, 5000) 50,000 Work certified 2,00,000
To General Expenses 10,000 Uncertified 15,000 2,15,000
To Depreciation on Plant 5,000 By Contract Escalation' 5,000
To Profit and Loss A/c? 20,000 By Materials in Hand 25,000
To W.L.P. Account (Profit Reserved) 60,000
2,45,000 2,45,000
Working Notes :
(1) Escalation charges :
(i) Materials
Total Increase (Rs.) Upto 5% (Rs.) Difference (Rs.)
25
75,000 x ?5 =15,000 75,000 x =3,000 =Rs. 12,000
(ii) Wages
50,000 x =10,000 50,000 x =2,000 =Rs. 8,000
Total (i) + (i)
25,000 5,000 20,000

Increase in contract price = Rs.

5,000 or 25% of Difference i.e., of Rs. 20,000
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(2) Profit transferred to P/L. Account as under :

Rs. 80,000 x X =Rs. 20,000

IMlustration 28.

The Hindustan Construction Company Ltd. has undertaken the construction of a bridge over the river
Yamuna for a Municipal Corporation. The value of the contract is Rs. 12,50,000, subject to a retention of 20%
until one year after the 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, 2000 :

Rs.
Labour on site 4,05,000
Materials direct to site less returns 4,20,000
Materials from store 81,200
Hire and use of plant—plant upkeep account 12,100
Direct Expenses 23,000
General overhead allocated to the contract 37,100
Material in hand on June 30, 2000 6,300
Wages accurued on June 30, 2000 7,800
Direct expenses accrued on June 30, 2000 1,600
Work not yet certified at cost 16,500
Amount certified by the Corporation Engineer 11,00,000
Cash received on account 8,80,000

Prepare (a) Contract account, (b) Contractee’s account and (c) how the relevant items would appear in
the Balance Sheet.

Solution : CONTRACT ACCOUNT
Rs. Rs.
To Materials : By Materials in Hand 6,300
direct to site 4,20,000 By Work-in-Progress :
from store 81,200 5,01,200 Work certified 11,00,000
To Labour at site 4,05,000 Work uncertified 16,500 11,16,500
Add : accrued 7,800 4,12,800
To Direct expenses 23,000
Add : accrued 1,600 24,600
To Hire and use of plant - 12,100
To General overhead 37,100
To Profit c¢/d 1,35,000
11,22,800 11,22,800
To Profit and Loss A/c* 72,000 | By Profit b/d 1,35,000
To Work-in-Progress A/c (Reserve) 63,000
1,35,000 [ 1,35000
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*The profit taken to Profit and Loss Account has been arrived at as follows :

2
1,35,000 x g X =Rs. 72,000
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If it is desired that the contract account should show the value of work-in-progress, and only the amount of
profit taken to the Profit and Loss Account, the Contract Account will appear as given below :

CONTRACT ACCOUNT

Rs. Rs.
To Materials : By Materials in Hand 6,300
direct to site 4,20,000 By Work-in-Progress? : 10,53,500
from store 81,200 5,01,200
To Labour at site 4,05,000
Add : accrued 7,800 4,12,800
To Direct expenses 23,000
Add : accrued 1,600 24,600
To Hire and use of plant 12,100
To General overhead 37,100
To Profit transferred to Profit and Loss A/c, 72,000
10,59,800 10,59,800
1. & 2. Please see working notes.
CONTRACTEE’S ACCOUNT
Rs. Rs.
To Balance c/d 8,80,000 By Cash 8,80,000
EXTRACTS FROM BALANCE SHEET AS ON 30TH JUNE, 2000
Liabilities Rs. Assets Rs.
Work-in-Progress : Rs.
Wages Accrued 7,800 Value of work Certified 11,00,000
Cost of work uncertified 16,500
Direct expenses accrued 1,600 11,16,500
Less : Reserve 63,000
10,53,500
Less : Amount received
from the contactee 8,80,000 1,73,500
Working Notes :
(1) The amount of profit has been ascertained as follows : Rs.
Total expenditure on the contract 9,887,800
Less : Value of materials in hand 6,300
9,81,500
Value of work certified 11,00,000
Cost of work uncertified 16,500 11,16,500
Total profit made to date Rs. 1,35,000
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Profit to be transferred to profit and loss account = 1,35,000 x X

Profit to be carried forward as Reserve = Rs. 63,000
(2) The value of work-in-progress has been ascertained as follow :
Value of work certified

Cost of work uncertified

Less : Reserve

IMlustration 29.

AN AP

=Rs. 72,000

Rs.
11,00,000
16,500
11,16,500
63,000
103,500

A company undertook a contract for construction of a large building complex. The construction work

commenced on 1st April, 1999 and the following data are available for the year ended 31st March, 2000 :

FParticulars Rs. ’000
Contract Price 35,000
Work Certified 20,000
Progress Payments Received 15,000
Materials Issued to Site 7,500
Planning and Estimating Costs1,000
Direct Wages Paid 4,000
Materials Returned from Site 250
Plant Hire Charges 1,750
Wage Related Costs 500
Site Office Costs 678
Head Office Expenses Apportioned 375
Direct Expenses incurred 902
Work Not Certified 149

The contractors own a plant which originally costed Rs. 20 lacs has been continuously in use in this

contract throughout the year. The residual value of the plant after 5 years of life is expected to be Rs. 5 lacs.

Straight Line Method of depreciation is in use.

As on 31st March, 2000 the direct wages due and payable amounted to Rs. 2,70,000 and the materials at

site were estimated at Rs. 2,00,000.

(i) Prepare the contract account for the year ended 31st March, 2000.

(if) Show the calculation of profit to be taken to the profit and loss account of the year.

(iii) Show the relevant balance sheet entries.

[C.A. Inter, Nov., 1994]
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Solution : CONTRACT ACCOUNT
for the year ended 31st March, 2000 (Rs. in ’000)
Rs. Rs.
To Materials issued to Site 7,500 | By Plant at Site 1,700
To Planning and Estimating Costs 1,000 (20,00,000 - 3,00,000)
To Direct Wages Paid 4,000 By Materials at Site 200
Add : Due 270 4,270 | By Materials Returned 250
To Plant 2,000 | By Work-in-Progress :
To Plant Hire Charges 1,750 Work Certified 20,000
To Wages Related Costs 500 Work Uncertified 149 20,149
To Site Office Costs 678
To Head Office Expenses apportioned 375
To Direct Expenses Incurred 902
To Profit c¢/d 3,324
22,299 22299
ToP & L Alc 1,662 | By Profit b/d 3,324
To Work-in-Progress (Reserve) 1,662
3,324 3,324
EXTRACTS FROM BALANCE SHEET
as on 31st March, 2000 (Rs. in ’000)
Liabilities Rs. Assets Rs.
Direction Wages Due 270 | Work-in-Progress :
Work Certified 20,000
Work Uncertified 149
20,149
Less : Reserve 1,662
18,487
Less : Cash Received 15,000 3,487
Plant at Site 1,700
Material at Site 200
1. Profit to be taken to P. & L. account = Rs. 3,324 x X =Rs. 1,662.

Illustration 30.

Contractors Ltd. began to trade on Ist January, 2000. During 2000 the company was engaged on only one
contract of which the contract price was Rs. 5,00,000.

Of the plant and materials charged to the contract, plant which costs Rs. 5,000 and materials which cost
Rs. 4,000 were lost in an accident.

On 31st December, 2000 plant which costs Rs. 5,000 was returned to the store, the cost of work done but
uncertified was Rs. 2,000 and materials costing Rs. 4,000 were in hand on site.
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Charge 10% depreciation on plant crediting P & L. A/c with two-thirds of the profit received and compile

Contract Account and Balance Sheet from the following

TRIAL BALANCE
on 31st December, 2000

Rs.
Share Capital 1,20,000
Creditors 10,000
Cash received on contract (80% of work certified) 2,00,000
Land and Building etc. 43,000
Bank Balances 25,000
Charged to Contract :
Materials 90,000
Plant 25,000
Wages 1,40,000
Expenses 7,000
3,30,000 3,30,000
Solution :
CONTRACT ACCOUNT
Rs. Rs.
To Materials 90,000 By Work-in-Progress :
To Plant 25,000 Work certified 2,50,000
To Wages 1,40,000 Work uncertified 2,000
To Expenses 7,000 By P. & L. A/c (Abnormal loss)' 9,000
To Profit & Loss A/c By Plant returned to store
(profit transferred) 11,200 (Cost Rs. 5,000, Dep. Rs. 500) 4,500
To Work-in-Progress A/c By Plant at site 13,500
(Reserve) 9,800 By Materials at site 4,000
2,83,000 2,83,000
1. Presumed that plant was lost before it could be used.
BALANCE SHEET
as on 31st December, 2000
Liabilities Amount Assets Amount
Rs. Rs.
Share Capital 1,20,000 Land and Buildings 43,000
Profit and Loss Acount : Plant : in store 4,500
Profit transferred from at site 13,500 18,000
the contract 11,200 Materials at site 4,000
Less : Abnormal loss of Work-in-Progress :
materials and plant 9,000 2,200 Work certified 2,50,000
Creditors 10,000 Work uncertified 2,000
'2,52,000
Less : Reserve 9,800
242,200
Less : Cash recd. from the
contractee 2,00,000 42,200
Bank Balance 25,000
1,32,000 1,32,200
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IMustration 31.

The following is the trial balance of Premier Construction Company, engaged on the execution of Contact
No. 747, for the year ended 31st December, 2000 :

Rs. Rs.

Contractee’s Account—amount received 3,00,000
Buildings 1,60,000

Creditors 72,000
Bank Balance 35,000

Capital Account 5,00,000
Materials 2.,00,000
Wages 1,80,000
Expenses 47,000
Plant 2,50,000

8,72,000 8,72,000

The work on Contract No. 747 was commenced on 1st January 2000. Materials costing Rs. 1,70,000
were sent to the site of the contract but those of Rs. 6,000 were destroyed in an accident. Wages of Rs. 1,80,000
were paid during the year. Plant costing Rs. 50,000 was used on the contract all through the year. Plant with a
cost of Rs. 2 lakhs was used from Ist January to 30th September and was then returned to the stores. Materials
of the cost of Rs. 4,000 were at site on 31st December, 2000.

The contract was of Rs. 6,00,000 and the contractee pays 75% of the work certified. Work cetified was
80% of the total contract work at the end of 2000. Uncertified work was estimated at Rs. 15,000 on 31st
December, 2000.

Expenses are charged to the contract at 25% of Wages. Plant is to be depreciated at 10% for the entire
year.

Prepare Contract No. 747 Account for the year 2000 and make out the Balance Sheet as on 31st December
2000 in the books of Premier Construction Co.

Solution :
CONTRACT NO. 747 ACCOUNT
for the year ended 31st December 2000
Rs. Rs.
To Materials 1,70,000 By P. & L. A/c (Ab. loss) 6,000
To Wages 1,80,000 By Plant retd. to stores
To Expenses (25% of wages) 45,000 (Rs. 2,00,000 — 15,000) 1,85,000
To Plant 2,50,000 By Plant at site (Rs. 50,000 — 5,000) 45,000
To P. & L. A/c (See Note 1) 45,000 By Materials at site 4,000
To Work-in-progress By Work-in-progress :
(Reserve) 45,000 Work certified 4,80,000
Work uncertified 15,000
7,35,000 7,35,000
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Working Notes :

1. The profit taken to Profit and Loss Account has been arrived at as follows :

2
90,000 x g x  =Rs. 45,000

The Profit to be taken to P. & L. account may also be calculated on the basis of actual cash received. In
such a case the amount will be Rs. 37,500 calculated as follows :

90,000 x X =Rs. 37,500

2. Depreciation is to be charged @ 10% on plant for the whole year. Plant costing Rs. 1,50,000 has been
used only for 9 months on the contract. Depreciation for 9 months amounting to Rs. 15,000 has been charged to
the contract and the rest Rs. 5,000 to P. & L. Account.

BALANCE SHEET AS ON 31ST DEC., 2002

Liabilities Amount Assets Amount
Rs. Rs.
Capital 5,00,000 | Buildings 1,60,000
Profit & Loss Acount 45,000 Plant :
Less : Ab Loss 6,000 in store 1,80,000
Depreciation on plant 5,000 at contract site 45,000
Unabsorbed Materials :
expenses™ 2,000 in store 30,000
13,000 32,000 at contract site 4,000
Creditors 72,000 | Work in Progress : Rs.
Work certified 4,80,000
Work uncertified 15,000
4,95,000
Less : Reserve 45,000
4,50,000
Less : Cash recd. from
contractee 3,00,000 1,50,000
Bank Balance ‘ 35,000
6,04,000 6,04,000

*Alternative they may be carried forward.
Illustration 32.
The following particulars are obtained from the books of Vinak Construction Ltd. as on March 2000 :
Plant and Equipment at cost Rs. 4,90,000
Vehicles at cost Rs. 2,00,000
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Details of contract which remain uncompleted as on 31-3-2000 :

Contracts Nos.

V20 V24 V25
(Rs. Lacs) (Rs. Lacs) (Rs. Lacs)
Estimated final sales value 8.00 5.60 16.00
Estimated final cost 6.40 7.00 12.00
Wages 240 2.00 1.20
Materials 1.00 1.10 0.44
Overheads (excluding depreciation) 1.44 1.46 0.58
Total costs to date 4.84 4.56 222
Value certified by architects 7.20 4.20 240
Progress payments received 5.00 3.20 2.00

Depreciation of Plant and Equipments and Vehicles should be charged at 20% to the three contracts in
proportion to work certified.

You are required to prepare statements to show contract-wise and total :
(i) Profit/Loss to be taken to the P. & L. A/c for the year ended 31st March, 2000;
(if) Work-in-Progress as would appear in Balance Sheet as at 31st March, 2000.

Solution :
Vinak Construction Co. Ltd.
(i) STATEMENT OF PROFIT/LOSS TO BE TAKEN TO P. & L. ACCOUNT
for the year ended 31st March 2000

Figures in lacs of rupees

V. 20 V.24 V.25 Total
A. Percentage of completion
Estimated sales value 8.00 5.60 16.00
Work certified 7.20 4.20 2.40 —
Percentage of completion 90 75 15 —
(Note 1)
B. Estimated results on completion
Estimated sales value 8.00 5.60 16.00 —
Estimates costs 6.40 7.00 12.00 —
Estimated profit (loss) 1.60 (1.40) 4.00 —
C. Results to date
Work certified 7.20 4.20 240  13.80
Costs to date (excluding depreciation) 4.84 4.56 222 11.62
Depreciation 0.72 042 0.24 1.38
(Note 2)
Total Cost 5.56 4.98 246  13.00
National profit (loss) 1.64 (0.78) (0.06) 0.80
Profit (loss) to be taken to profit and loss account 1.00 (1.40) (0.06) (0.46)
(Note 3)
Reserve for contingencies 0.64 0.62* — 1.26

(Note 4) *(Charged against P. & L. A/c)
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@) STATEMENT OF WORK-IN-PROGRESS AS WOULD APPEAR IN BALANCE SHEET

as on 31st March 2000
Figures in lacs (Rs.)

V. 20 V.24 V.25 Total
Work certified 7.20 4.20 2.40 13.80
Less : Reserve for contingencies 0.64 0.62 — 1.26
Less : Payments received 5.00 3.20 2.00 10.20
Work-in-progress 1.56 0.38 0.40 2.34
Working Notes :
Work Certified
1. Percentage of completion = x 100

Estimated Sales Value

) Rs. 7.20
Percentage of completion of V 20 = ——— x100=90
Rs. 8.00
Percentage of completion for V 25 = x 100 =75
Percentage of completion for V 25 = x100=15

2. Total cost of plant, equipments and vehicle = Rs. 4,90,000 + Rs. 2,00,000 = Rs. 6,90,000

Total depreciation is 20% of total cost of plant, equipment and vehicel

Rs. 6,90,000 x = Rs.1,38,000

The total Depreciation, viz., Rs. 1,38,000 has been apportioned over three contracts in the ratio of
work certified as shown below :

Depreciation for Contract V20 = x 7.2
= Rs. 0.72 Lacs.

Depreciation for Contract V24 = x 4.2
= Rs. 0.42 Lacs.

Depreciation for Contract V24 = x2.40

Rs. 0.24 Lacs.
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3. Contract V. 20 is almost complete, therefore, the profit to be taken to Profit and Loss Account has
been calculated as follows :

Profit = Total Estimated Profit x

Rs. 1.60 Lacs x =Rs. 1 Lac.

Alternative, the profit to be taken P. & L. Account could have been calculated as follows :

(a) Estimated Profit x , Or
(b) Estimated Profit x , Or
(¢) Estimated Profit x X

4. The total loss on Contract V.24 is estimated at Rs. 1.40 lacs. The current year’s loss is Rs. 0.78 lacs.
This should be charged to P. & L. Acount. Besides this Rs. 0.62 lacs should be charged further to P.
& L. Acount for the likely loss as per the concept of conservation. The total loss to be charged to P.
& L. Account, therefore, amounts to Rs. 1.40 lacs.

Illustration 33.
DoskkREyhivlkiio date
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Construction Ltd. is engaged on two contract A and B during the year. The following particulars are
obtained at the year end (Dec. 31) :

Contract A Contract B

Date of Commencement April 1 September 1
Rs. Rs.

Contract price 6,00,000 5,00,000
Materials issued 1,60,000 60,000
Materials returned 4,000 2,000
Materials on site (Dec. 31) 22,000 8,000
Direct labour 1,50,000 42,000
Direct expenses 66,000 35,000
Establishemtn expenses 25,000 7,000
Plant installed at cost 80,000 70,000
Value of plant (Dec. 31) 65,000 64,000
Cost of work not yet certified 23,000 10,000
Value of work certified 4,20,000 1,35,000
Cash received from contractees 3,78,000 1,25,000

Architect’s fees 2,000 1,000
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During the period materials amounting to Rs. 9,000 have been transferred from contract A to contract B.

You are required to show :
(a) Contract accounts,

(b) Contractee’s accounts, and

(¢) Extract from Balance Sheet as on December 31, clearly showing the calculation of work-in-Progress.

Solution :

CONTRACT A ACOUNT

Rs. Rs.
To Materials used 1,60,000 By Materials returned 4,000
To Direct labour 1,50,000 By Materials transferred to contract 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 4,43,000
To Balance c/d 60,000
4,78,000 4,78,000
To Profit and Loss A/c 36,000* By Balance b/d 60,000
To Work-in-Progress A/c (Reserve) 24,000
60,000 60,000
*The figure has been arrived at as follows :
=Rs. 36,000
CONTRACT B ACOUNT
Rs. Rs.
To Materials issued 60,000 By Materials returned 2,000
To Materials from Contract A 9,000 By Stock of 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 1,45,000
To Depreciation on plant 6,000 By P. & L. Alc
To Architect’s fees 1,000 (loss on contract) 5,000
1,60,000 1,60,000
CONTACTEE A
Rs. Rs.
To Balance c/d 3,78,000 By Bank 3,78,000
3,78,000 3,78,000
CONTRACTEE B
Rs. Rs.
To Balance c/d 1,25,000 By Bank 1,25,000
1,25,000 1,25,000
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EXTRACTS FROM BALANCE SHEET
as on 31st December

Liabilities Rs. Assets Rs.
Profit and Loss A/c Fixed Assets :
Profit of A 36,000 Plant 1,50,000
Less : Loss of B 5,000 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 41,000
Contract B 20,000 61,000
Calculation of Work-in-Progress for Balance Sheet :
Contract A
Rs.
Work certified 4,20,000
Work uncertified 23,000
443,000
Less : Reserve for unrealised profit 24,000
4,19,000
Less : Cash received 3,78,000
Work-in-Progress 41,000
Contract B
Rs.
Work certified 1,35,000
Work uncertified 10,000
145000
Less : Cash received 1,25,000
Work-in-Progress © 20,000

Illustration 34.

Prepare Contract Account and Contractee’s Account assuming that the amount due from the contractee

was duly received. Rs.
Direct Material 20,250
Direct Wages 15,500
Stores Issued 10,500
Loose Tools 2,400
Tractor Expenses
Fuel, oil etc. 2,300
Wages of Drivers 3,000 5,300

Other Direct Charges 2,650
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The contract price was Rs. 90,000 and the contract took 13 weeks in its completion. The value of Loose
Tools and Stores returned at the end of the period were Rs. 200 and Rs. 3,000 respectively. The plant was also
returned at a value of Rs. 16,000 after charging depreciation at 20%. The value of tractor was Rs. 20,000 and
the depreciation was to be charged to the contract @ 15% per annum. The administrative and office expenses

are to be provided at 10% of works cost.

Solution :

CONTRACT ACCOUNT

To Direct Material
To Direct Wages
To Stores Issued
To Plant (Original Cost*)
To Loose Tools
To Tractor Expenses :
Running Materials 2,300

Wages of Drivers 3,000

To Depreciation on Tractor
@ 15% on Rs. 20,000 for 13 weeks
To Other Direct Charges

To Balance being Works Cost b/d

To Administrative and Office Expenses
@ 10% on Works Cost

To Profit & Loss A/c

Rs.

20,250
15,500
10,500
20,000

2,400

5,300

750
2,650

717,350

58,150

5,815
26,035

90,000

By Stores returned

By Loose Tools returned

By Plant returned

By Balance being Works Cost c/d

By Contractee’s A/c

Rs.

3,000
200
16,000
58,150

77,350

90,000

90,000

*The plant was depreciated @ 20% (not @ 20% per annum). The depreciated value is Rs. 16,000. The

original cost of the plant, therefore, comes to Rs. 20,000.

CONTRACTEE’S ACCOUNT

To Contract A/c

Rs.
90,000

90,000

By Bank

Rs.

90,000

90,000

IMustration 35.
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2,10,000
2,93,000

70,000
15,000
10,000
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Solution :

CONTRACT ACOUNT

Rs. Rs.
To Materials 2,10,000 | By Materials in hand 6,000
To Plant 70,000 | By Value of Plant in hand 20,000
To Wages 2,93,000 | By P & L. A/c (Loss on sale of materials 4,000
To Sundry Expenses 15,000 | By Sale of materials 16,000
To Establishment chrages 10,000 | By Sale of Plant 6,000
To P & L. A/c (profit on sale of plant) 1,000 | By Work-in-Progress :
To Balance being Profit c/d 1,03,000 Work certified 6,00,000
‘Work uncertified 50,000 6,50,000
7,02,000 7,02,000
To Profit & Loss A/c 65,460 | By Balance b/d 1,03,000
To Work-in-Progress (Reserve) 37,540
1,03,000 [ 1,03,000

Working Notes :

The amount of profit credited to Profit & Loss account has been arrived at in the manner indicated
follow :
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TOTAL ESTIMATED EXPENDITURE ON CONTRACT TO 30TH JUNE, 2001

Expenditure already incurred :

Rs. Rs.
Materials 2,10,000
Plant 70,000
Wages 2,93,000
Sundry Expenses 15,000
Establishment charges 10,000 5,98,000
Less :  Cost of Materials sold 20,000
Cost of Plant sold 5,000
Value of Materials in hand 6,000
Value of Plant in hand 20,000 51,000 5,47,000
Add : Further estimated expenditure :
Plant in hand plus further plant 50,000
Less :  Residual Value 12,000
38,000
Materials in hand and further materials 1,06,000
Sundery Expenses 7,000
Wages 1,69,900
Establishment charges for 6 months 5,000
Provision for contingencies 18,000 3,43,900
Estimated total cost for the completion of the Contract 8,90,900

ESTIMATE OF PROFIT

Rs.

Contract Price 10,00,000

Less : Estimated Cost 8,90,000
Estimated total profit Rs. m

Work certified upto 31st Dec., 2000 was Rs. 6,00,000, proportion of profit to be credited to Profit & as A/

¢ would be :

6,00,000
Rs. 1,09,100 x

—1 0.00.000 =Rs. 65,460
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EXTRACTS FROM BALANCE AS ON 31ST DEC., 2000
Liabilities Rs. Assets Rs.
Work-in-Progress : Rs.
Work certified 6,00,000
‘Work uncertified 50,000
6,50,000
Less : Profit not taken
into account 37,540
6,12,460
Less : Cash received 4,80,000 1,32,460
Plant on site 20,000
Materials in hand 6,000

Illustration 36.

Buildwell Ltd. Commenced a contract on 1st Jan. 2000. The total contract was for Rs. 10,00,000 (estimated
by the contractee) and was accepted by Buildwell Ltd. at 10% less. It was decided to estimate the total profit
and take to the credit of P, & L A/c that proportion of estimated profit on cash basis which the work completed
bore to the total contract. Actual expenditure in 2000 and estimated expenditure in 2001 are given below :

2000 (Actual)

2001 (Estimate)

Rs. Rs.
Materials 1,50,000 2,60,000
Labour: Paid 1,00,000 1,20,000
Accrued 10,000 —
Plant purchased 80,000 —
Expenses 40,000 71,000
Plant returned to store on (cost) 20,000 50,000
(31st Dec.) (on 30/9/2001)
Materials at site 10,000
Work certified 4,00,000 Full
Work uncertified 15,000 —
Cash received 3,00,000 Full
The plant is subject to annual depreciation @ 20% of cost. The contract is likely to be completed 30th Sep.
2001. Prepare the Contract Account. [C.A. Inter, Nov., 1990, adapted]
Solution : CONTRACT ACCOUNT
Rs. Rs.
To Materials : 1,50,000 | By Plant returned to store
To Labour-paid 1,00,000 (Rs. 20,000 — Dep. Rs. 4,000) 16,000
accrued 10,000 1,10,000 | By Plant at site (Rs. 60,000 —
To Plant 80,000 Dep. Rs. 12,000) 48,000
To Expenses 40,000 [ By Materials at site 10,000
To Profit and Loss A/c By Work in progress :
(Profit transferred) 42.500%* Work certified 4,00,000
To Work-in-progress A/c ‘Work uncertified 15,000 4,15,000
(Reserve) 66,500
4,89,000 4,89,000
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*The figure has been arrived at after preparing an estimated contract account given below :

ESTIMATED CONTRACT ACOUNT
(2000—2001)

Rs. Rs.
To Materials (1,50,000 + 2,60,000) 4,10,000 | By Plant returned to store'
To Labour (1,10,000 + 1,10,000)2 2,20,000 on 31-12-2000 16,000
To Plant 80,000 on 30-09-2001 32,500 48,500
To Expenses 1,11,000 | By Contractee’s account - 9,00,000
To Profit made to date 1,27,500
9,48,500 9,48,500

Profit to be taken to Profit and Loss Account in 2000 :

Total Estimated Profit

3
= Total Contract Price x Work Certified X 4

127500 o3
= 900,000 TNy

Rs. 42,500

Working Notes :

1. Ithas been presumed that platn costing Rs. 10,000 would be exhausted on the contract site during the
course of second year and it would be a normal loss. Alternatively, it could also be presumed that
plant is still at contract site. The profit figure would change accordingly.

2. Accrued wages for 2000 will be paid in 2001. Thus, for 2001, the wages are only Rs, 1,10,000.
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A 7
gRare uRegre
(Operating Costing)

P WRAR TGS 1 SIS ol Hell, dfed FH AAT TSH PRl ¢ IS0 & forg, I
(Railways),*ﬁﬂir EFF'ZIﬁ?ﬁ, §T¥=Iﬁ (Tramways),ﬂ'lﬂ'\’-m, ﬁ?‘lﬂﬁﬁlﬁ?mﬁﬁ, 3T, gIed, Sl g diR
a9t o7 avgali &1 IR T8l F¥, IR FARI YT B & | 37 WA A nfoprer g il v O B
B B | AR I HR g8 ST arEel @ fh U e AT Ua fherfier o oM @) e @ @Rt e
HIeI-g9 /AT AT Yerd F¥I T8 S areet ® & ufd art ol fherfier o 91 @ ara @ a@eft i =9
PR T fagfa ¥ I8 S areedl & & afl fharare @ ufd sarE faga ot arm@ w8l 59 7@ ara
®1 WS FE TE B, yeE P TS dar Sia gea RufRa 1 B o wwdn) a1 yer aRA arelt v
AT Pt FATA AN T BIRA-FATe R (Operating cost or Working or Running cost) 311 ®== & forg
“IRETe @R g’ 981 el © | 9 $P1S AN, HA F31 a1 Gl AR W 3H1dl D AT Bl 9T DR
1 $! WRi B | RR-aNEl &1 Sid YRi$ B3 @ forw 3a18 &1 RufRoer wagrt 3 far s =nfde | [
U™ $Y a1 fAfi=T PR & SuspHl gR1 URETe - Tl BT SR 8 fA=ran & e fasan s 21

qRare Ry
(Operating Cost)

SR € 1 URAt ERensil § ye @t ST arell |1 R SN dtelt ARt $1 & uRares uRerd (Operating cost)
1 |a1 gRad (Service Cost) Had gl

qRare @nTa fafd o1 aref
(Meaning of Operating Costing)

A" A 1! UM Bl TS [a1¢ <Re Td 91 8 Ahal & | d AdN pREM | g 3 fauria snur
TR U Bl Bl § <l S SRS WANE Bl Sl B, SN}, PREM & I & ofdd-1 8 | wfda I«
a1 fasrelt 3t gfdd FeA1, FREM B HEA | Wi Snfe @) =aRen A1, SR T E | I A1 9 ot gfd
Sl AT A1 Bl DI U WM A TR ©F & o ol 2, fIga st o o @ aifda safea s
2, IRTaTel St AT BT AT B & AT TR HRA &, Del Sl Ho T A1ed IS B} Aa1g Suetel Bl
& SIS | Teb 341, TR I8 <IN 81 @l 18, USH HRA Bl AN 3 Bl B forg sy fafd an amra
fafdr (Service Costing) a1 uRaTer™ @R fafd (Operating Costing) HEal ¥ |

1. “Operating Cost is the cost or providing a service.” —IL.C.M.A., England
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gRRered @R fafdl s&1g a1 S ar Y @1 § e w9 ' | aReres arm FReem 31 3 aga
W 21w FAf¥ad el & a1 o & =i ol Suga el A agiea B forn S § 9 S9a A
P 99 3afY P a1 shprzdl A A w= fr Siran 2 3R 39 ybR Qa1 &t ufd sa1E ard s @ SRl
g1 4fIsr o} erafd ot @R IrgHIGT Nl iR AT |aT 3H1FAl B YR WR IFATHT B <t Trh 2|
S qa1 & forg =1t fby oM are g & fufzor 4 werman fierh 21 o aRearem @ It & srra
ffta Rgra ot € it so1E fafd & srvia @ wReg Q1 ¥ AN YE IR FRA U9 S AN SHIdl W)
Tl BRA B S | <R YA Sl 2 | A B 3ffbsi Pl I URac-eiierar &1 usb fd & MR R Tifie a
foban ST 21 <INTG SaTsdl ) a1 fAfda @ dadl 2, o B e faafea 7

qRare™ g @ a3
Ja1 Fgardl & IareRvl, Rrw Iz fafd arg 8t g, FAeafofea & -
@) uRaed Qad-a9, Yo, T, gF, YA, R, G I, i |
(@M |ws Warg-3, urh, fsred, snf |
() P AATY-IRUATA, JRIBIH, D, Ted, Do, BIEAEN, I |
ag. M. . U. B IR "uRdATeH J@i®A 1 SUART Jgi a1 e ® wiw i afies g s
fa=ht ufas™ & s Qa1 A = gR1 996 |AIU 9 @) SRl B 1!

A1 Y B DI BRI ArdoiAe TN @ forg it 8 Jaar g rean fait e ufdses & sm<Re
TR & forg Wt 8w g1 SeRvl & forg, oo aRas= fAvm @if3al &t aF 9 o oM &t AdwiRe |
TS HRal 8, 901 IoIgd YveH TS IS H SRIG el AMIRS Aal Y™ Heht B |

Rt @R S&TS (Operating Cost Unit)-HRM §RT & &t S arelt |al 3t 96 4 & SR W)
gReTe ara @18 ft -1 @kl © 1 siffeTer w9 @ uge @t 31 R wvent v s9& g1 uew

wad WAy AN TS

(i) 99, ¥ gRT (T B - A1) ufa gl fb. @, @ ufa e B9
(ii) T®, AA-MS AL | (VR B AT, o ) ufd e fheiriier|

(iti) drea fara anfe | ufa pax1 fhmn|

(iv) faz@ saa ufd fheiare-gver|

(v) SRUdre ufd sifRer, ufa Fh, ufa Raw
(vi) \s® A0 9 7R ufa fberfiex|

(vii) A<D q Tferdl § YT Fa=eAT | ufd o g IRe |

(viii) =, Jaw 3nfd | ufa aafh |

s (C) Aq1 w3l gR1 uRare™ |@RTd &t MO (Calculation of Operating Cost by Some Important
Service Rendering Concerns) -oi¥1 f& &9 o € & fafi=1 Aamd gam &= arelt wxensii g1 |aisi &1
IUTEA G IDT fAaR0 B TG SerT-37e A 3ra-rE It B | ifh 571 WMl 1R ued Hansii &t v fo
SIAT-37T Bt ¥ | o e wvenail g1 & 9 arett Jansit Y aRare ana fafd @1 aRaes wrga sreara
A o o1 <@ §, S9! avi = e -

(i) A< (Transport)
(i1) CEuE| (Canteen)

1. “Operating Costing applies where standardised services are provided by an undertaking or by a service cost centre within an
undertaking.” —IL.C.M.A., England
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(iti) @red (Hotel)
(iv) 9ifdd & ({Power House)
(v) T¥MRTE (Cinema Hall)

(1) g ar-faf
(Transport Costing)

|{O AR LAY ATl DI Al AT DI Teb AT A TR WM Tb A, -9 DI qa1¢ TS
Pell B 1 O Wit R uRaed (Transport) TRAMSM & WU # ST Sl €1 39 HReneli gR1 9Rag 3 gk
T SIFTel &1 TP Td DUl 39 PR fhar o 2, {6 ue™ &t <= arell |ar 3 ufd sa18 ara
9 Gl AR DI 9114 a1 S & | ARG | AH1 TPR A ST-A1, A-AF1 g aig-Art $1 afeafera fban
S 2, IR IR AR H TART & NFT dael A-AR1 H Tgeh 99 Td TPl T USH D S drelt |aisii
o Wi var & 2|

SR (Objects)-TRITE AR fafd B =M & G Seed 1 UaR @

(1) Y |4 Bt 9 3PIS AN Sid BRAT

(2) WIS @t = B f[eiRor BT

(3) USId, S g 77T P A4 Bl S BRI Td 949 UR [Ag=01 =i B=1 1 9ard BT

(4) UAP WS B AT BT JoID JAT BT T4 YIS T A T alell MISAT D1 T HRAT|

(5) ST &1 a9 o arel fafi= fAwr R =™l Bt ifAwIRa (Charge) BT

(6) faf= amif R =T arel MSAT Ft FUS—IDT ST BT, T IMS—P 1 R MiSAT Bi
A Al S |

YR 9REe AR ! 0T (Calculation of Transport Operating Cost)—fd=ft Wt earaafs w=en
N1 YIATd IR dRTd siid -1 @ fore fA=ferfaa ufshan sraars ol 21

(l)ﬂﬂﬁ Bl WUT (Collection of Expenses)-ﬁv_\'ﬂ N A Jar gRag Gdared A9l 9 9N
ARG H¥- &R TS Ml B forg T ‘@R1-g&* (Log-Book) 7€t TRt &1 39 & g A Mt &
Rered | GRfRK 99 TPR 3 A & aey | favervuneTe gaA fordl Sl €, aifd 59 g9 & s
| fAferfad @l @t IHeR U ) S |-

(i) ST g B U YT | TS| BT AR, ML DI 363 B DI [l v Mt & [ior &1 ¥, Mt 1 59
4, M §RT AT 31Aal I S B &1, M & AoRg e ot f[Afd, w3 qen M @ 96 a5t f[afy qen
Wit 1 R T2 WS H1 IFIHG i R AGTAR ML W T B ARy T |

(ii)ﬂﬁgﬁiﬁﬁ?ﬂﬂmﬁwiﬁmﬁawm (RepairsandMantenance)El'!ﬁH%\_rlﬁiﬁlﬁm
RN B, S-St R BRIRG ©Iw, IR &1 fhwrn, m$t o afdw g eiifa anfe w® 81 g =53 snfe |

(iii) ST g6 BT T NF W TSI Pl TAN S F9G B dTel AT D FHDRI TG B! 8, O -Ugre,
a1 9 W, FISR, Fell=R 9 TR B IFE a9l anfe |

(iv) TAF TSt Pt TF AT & Bt & SNt 4 ¥R A o 35t srdl 21 39 41 9l @ e @9 aredt
faft=1 @il @1 avf SR fasan s g B 1 @ g9 @ iRk @ Mt 1 T <% @ 9 (Daily
Log Sheet) ¥t It 2, Rt (/) M g1 gfafe= @t 718 am=d vad uds ar=n | 9u @t 18 9, () fafa=
Rl & 91 R, (i) TR A AR T ASIA 31RAa1 S 9 (v) M B BRI BT B AHBRI U
P S Gebell 2 |
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(2) =81 &1 FEMdRor (Classification of Expenses)-?i'ﬂ%ﬂ ufRagd =gl &1 aifferor dF i § A=
gpR fhar s g

(i) e 3RpaT IR & (Operating or Running Expenses)-U¥ <0 WY et & faeliel a9 7=
J1El MY T B g fRd o 8, darer stean uReErad & dedn & |

(i) 3]3'\'&11’13&11(MaintenanceExpenses)-Tné_“IEﬁ313'\'&1131 2R | 99l S I3l | g1 8, Sl St B
S TN H 1A g™ AT T H R @A @ forg fFA 9 1 39 PR & @i §-9%9d (Repairs),
AfdRiT =rois, erRl @) fomae, RS snfe &1 fawmn snfe wffera fd o €1

(iii) ¥R =Y (Fixed Charges)-TE! ¥ AR B <0d U B &, Tl TS 2 § 8 91 M) s
SR 31T el | 36 YBR B AT H 9191 B & AT, A= O 3F 3R (FSH-P 3AMMMe) B 8N, SISaR
q FI-R BI daH, (AfS 390! TP IR W Aa+ & Siren ®) anfe wffafera g €1

Ale-2di & ITYh TNHI0 & ™M R M) Tl Wit a1 31 fawres mf g aRacd=eia =31 &
w9 ¥ Mt fvn o1 Al 21 ML B TN D G B [HY TF aral 9 Qo aRad-eie g Am 9 g,
Safds MS & 7 FA Bl T2 A B dTel [T T TSI D IRFAA 9 IREV A1 Dl IRA 21 & w9 H A1
ST B HYHC 9 A& (Repairs andMaintenance)aRﬁWﬂgﬁﬁwmﬂﬂﬂaﬁgmmaﬂﬁ
P b 3 &1 B Fba 21 W Rafd § =it & aRad=eha ¥ &1 3= uRad=ehal <l & aner qen @i
YA &l I W A & 91y wiis far e 21

faenfera o1 <1 RS 3§ | o1 W e fafd sroeT =l wey facia Al @1 s sifde gfaarsTe
g 3T e g

(3)FI'FI?IS$I§$I§=|W (Selection of Cost Unit)-far=ft #ft Mt & uR=me aira & sfa o =1
T SUY ARK SHTs P 9d9 HIA1 AR MaTaD Bl 7 | MSAT DI <o 4 RS so1$ o1 vam fasan s
%IWﬂwiﬂﬂﬁmﬁuﬁmﬁﬂ-ﬁﬁﬁ%(Passenger—Km.)ﬁﬂTﬂESﬂﬁﬁW?.ﬁﬁiﬁlEb‘l?f?-ﬂﬁ
g, B g A ‘eF-frariier’ ad 1

TH-fheiier @l sta B3 & fore am=a: =1 91 fafat yafea &-

(i) AffSasd ea-fharfie} (Commercial Ton—-Km.)-39 fafd 4 ﬂ@mmaﬁﬁﬂqﬁwaﬁw
AT AP SHD FoA T S PR oAl SIRA 5, T A B SRME SR AH a1 A1 B 9IR BT A 301 DR
foran <imen &, aeuvE G T 9 YR B S BT MIH | YN RSB WS B qIfoas e fFeArier s R
ford o 21

(ii)"lﬁg@ TA-fherfier (Absolute Ton—Km)-39 fafd & <Y gm1 9@ &) T ?:P’-]:Uf IIAT Bl TP |
AEEHR, TS 31 WIE it g Bl S 7 - SIF a1l A & R Pl &1 A I@aR ‘e3-fhariier’ s
frd oI €1 Serevu & for, afe U g 'A' I W 'B' RYF d% 51 YR @ A1 Al Bl o Srdl &, &l
ReHl & 911 3t T 50 fAerifies 8, @1 00 T § gF @ ‘ea-fdhariier’ 250 87 30 uaR afe amaed |
P 'B'RYM A 'A'RYA 0% a1 f&dt 71a & omen ®, @1 uRYE ‘T fhariier’ I g9 (50 x0=0), _
g el Sfad Ui =TEl 81 §, Fifd U b gRT 9 g ot g2 7 it eA-fhardier I & g 8, wafd
Sy Refa 3§ g Rt 50 fhariier ot & a1 @t 718 71 I8 9 fafd &1 & Q9 & iR 98 oRu & &
qiforSasd ea-fhaniier o1 1fde v b S 2, wifd 39 A 9 39 yoR o) 99w S € 8kl
2, W & aiftifsas e fhardiex faf axa g if¥e @maaiRe S 21

ISR

TF ¢ Aead | DR FEIGIE 3R et A B gan Ngasd ugadt B 1 Asdd A qeIgETe il g
45 fharfier aen TEgee 3 Rt 3 T 35 fFarfier g1 & &R1 Agad A TWGEIE TP 5 T, TEGTR
A el 4 1 2 arfiRft # feeell | ede d& 3 1 Al <RI T 39 b B (i) aifvifogd e fhariiex
(Commercial Tonne Km.) 21 (ii)‘ZIﬁ{F&'ET-IﬁW*IT'ﬁE'\’ SIE IS

feeeht @ Veaw A T 70 Freiex 2
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=AY 8
ufshan < fafd

(Process Costing)

“Process Cost Accounts are applied to concerns which produce a commodity that has to go through

several processes and which require to know the cost of each process” —Sharles

FB avg3il 3 IHf 39 gHR @ BRit § 5 5= 3ot sifvw AT sraven 9@ wgeR @ forg sAw
faferdi 4 S o wsel &1 T fafd (Process) a1 [Affa avg $o<l fafd & ford @v=at w1t &1 1 Bl
gl T fafd &1 Swurea g Al o saRa o= fw & § iR o@ St [fia smaven 4§ uga s
2 dl Y=SR 31qdT IR ¥T& (Finished Stock) WA H XiaRd & ST 81 ATHINI: $¥9 Tl &1 SYAFT
A, A, 3, Al 9 S, D6, a9, §S g TRIR, IRTE, g 9ol 3 U= & Il 4 fHan s
gl W B wel 4 Al ara ggfi W SsEr A sam 6 9t © o Ot axg @ o g g, s
fafr=1 fafdai & S ored & 3R RH 9% fafd @t arm s sawas g &1 ffY are o 4§
AP fafdl B AR TS S Bl SRt 71 M gesd A faf aRera @1 W wwa ge foran ® fafe
1 IR, AR 914 $3A B 98 TG § o sgaR fadt avg 91 are s fafd o a1 S wR
H =TI oA B oRn § iR o F=iferfaa o a1 «ifde favivard all © -

(i) ol T Y ot JaR axgd o AR @ o wrht a9 o 7

(i) el it e a1 fde fafdat 9 Sdicue @ w1 a1 391 Sulkae & affafera wu | Sred g

gl

(iif) <TE1 U a1 Iifdes fafdrl a1 IareH-pH A AR a1 IR TH g | A T 9, Sarevu &

forl, TR SUTEA 3T | Had U MMHR-UPR A 4= 81

“Process costing is a method of costing used to ascertain the cost of Product at each Process; operation or
stage of manufacture, where Processes are carried on having one or more of the following features :

(i) Where the Product of one process becomes the material of another process or operation;

(if) Where there is simultaneous production at one or more process of different products, with or without

by-products.

(iii) Where, during one or more processes or operations of a series, the products or materials are not
distinguishable from one another, as for instance, when finished products differ finally only in shape
or form.” —Wheldon

e @ ol §, “ufpw ara Ay 0 ST A w9t ol R, R O avg @ Rt @ g,
S fafr=1 fafdai & Siex Moo @ ok R 9% fafd 3 ar@ S e g g1

According to Sharles, “Process costing is applied to those concerns which produce a commodity that has
to go through several processes and which require to know the cost of each process.”
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fafy =i ﬁm& (Characteristics of the Method)—

(1) avgell @1 Scarfed w1 ) "fshar A= (Continuous) Tl Y&l Bl v 3 #v=I 3N
Tonel | ufshan yarea®y < & Adhdl 21

(2) a¥g @1 fawtor v A e1fde ufsbansii (Processes) & Aed A Tﬁ B 2

(3) w2 ufshan g1 Af¥a A1e1 (Finished Goods) fa<ha ufthan & fore o1 w1a1 @ w9 9 9 fhan
ST § U4 A8 A avg B (Ao ¥g AR gfthan 9% 3MaRq gein & 2

4) faf¥=1 S (Products) 3199 ?Tg?ﬁ YT HAE-3dIg (Joint or By-Products) & afed s A4
faffa 8 81 faf=1 Swurel wR 89 arelt WY @R (Joint Cost) H1 WIS W 89 aral 6gw
SAIEl 31erdal STl (By-products) TR Wt fdam i 21

(5) uA® gfbar g1 fAffa sarsdl I-w9 g spR d T ol B ¥, 3 uAS ThIS B AN,
afshdl ! IR @1, 99 dlell SHISAl B &1 H 9N ShY S Bl el 2|
(6) uAF ufshar &1 v AREa va gd fRuifRa w+ & 21

(7) BB e | & IdIS (Main Product) B 1A 9 SUIdre] (By Products) ® fama I =M
& forg g=: uftharesor &t smawadan Bkt 21

(8) & B g1 fAffa gea S B o % & forg IukuTe sar 9E-SE & WU H B R
|AEHA &1 T W ¥Ria | 9har 2 5 a8 S qa SWesd BH 9 W B o R IR A Suae
gl

9) faf= ufsharell § SO AR BIfA (Normal Loss) Td 3R BIfA Td g (Abnormal Loss and
Effectiveness) &1 quf U | <@l &A1 4t gfshan ara faf & weagel wraf 4 9@ & 21

ufshan o fAfY & A F9 T S (Industries Adopting the Process Costing)—

afshan @ fAfd g wu A/ =1 Sarl gR1 SrETE Wl ® )

(1) fAufoft Sl (Manufacturing Industries)—fRafol Seni § ufsran e fAfY &1 sAM T
B KC] eI AlEl Ud ST S (Iron and Steel Industry), A=<, A1 (Lime), ®TITSI, Y6S S,
JiferAaIgel, 9% & HREM, ARG S 3nfe

(2) @_{ SERT (Mining Industries)—®RIcl, T4, AT, dlel, ST, didl, SHIHF | uie (@[ daa
@ e enfe |

(3) TER”M S (Chemical Industries)—39 YbR P I ¥ arsdt 911 drel ST, faf= gor
S A1gF, FUS 9N @ fesi< vd fAf= goR & WRE M w—a S afFferd &3 w21

(4) WF-SYERTt ST (Public Utility Industries) 919 fag]d (Electricity) 1 IwGe &3 dTelt
SHTSAT AT oHA wve, I & I J fAavur | g FHuar anfe |

ufshar ARy &) WY

(Problems of Process Costing)

wfsha aRera oran agfi &1 g Sted ufshansli § -3 @ WYt wU | Ui SIS IUed dar
S HAT B 21 SHD TGN A § Al o1 &7, SIS g 6Yh SIS aA1 TS Uik § |
P 91, IAMfe IR AR &= mavgs 2

(1) WrBht @1 &4 (Wastage of Matetial)—v1d T wrift &8 fafddl & qorct & @ At
gfsharan, IRl U9 Bre-Bic & gRI ArET &1 ANifde ®U A &7 3Gy Bl 21 39 YPR & e
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9 IRATIA® & & Hod &1 ST AN UR 1 9919 ISl 8, 9 F9:1 &1 g fshan uReaqy ggfa 4
sid foban S 21

(2) SUIUIE 9 WY SIS (By-products and Joint Products)—H® 39 ¥hR $I aU et & o
o 39 A T a<g 3 A1 B GES gL T FB GHM R B aJU @ Suaa 8 Wl g, o
RN JUIYIE 9 GYh IUIE HEl Ol §; TH—HU 4 33 & W19 fa+ren, e 4 9@ Feem A da &
e Tel, e B Iyl | T@ I R fHA ¢ Fgeh 21 B A1 aRG3H IR 3felT1-37er faaRka s
q1 99 Sl B Ry Pl STeFT-37eRT SR ufshar Ugfd A & & o Gobell 2

(3) | @ AT (Margin of Profit)—sma: fAffa avg w oy gen & sreran @A, 59 9@ @t s9ar
T @ IO w4 4 [T 8 & 918, IR o | g $A A D S qobedl 81 IR 399 D Ayl
T I8 ST DI 2 b 9% ufshan divE &1 A 9« 6 7 A1 e | I U bl #1 [Affa wra g
Afthan B IR Yo R, AT SAD! AR F A SISHR AT Sl 8| W1 941G I 2l ® & a9l ufshan
% 3T AP | A B 3791 AfRferdd Tea § T 9 gishan & ARk o= ufshansii o e ft emig
& &N }, Wifs S gdaq afbar @ SR AT A1 WISHR AT W 81 T8 A1 Bfodd B 8
Jered T, Hifds AT aRga: J=1 T W 71 o IR WF H A B} fha W aftafera § @ arafds
arTd fasaeht 2, afhan aRaggiea & sieges &1 v a=an 21

Afshal @ SRR ST

(Preparation of Process Accounts)

TAS FlhAT FH TP ST WA Wil el g1 S ARl 57, Todel 92 et i 9 sfae faan
I & 9 A B e’ 3R SuluTe @ od W Bfee fha wren }1 S AW guen § 98 9 afhan &
e IRy g1 21 Afe ufthan R oy fRprern @1 d Saared Ry § Sfd ufae @ wu 4§ oy oiis
fe o g1 39 YeR Swed iREd & o A idal Jg™ Jd 9S4 ufhar o1 [Affa ara g
afthal B Fedl Al & wu H§ FaRd B R w1 Ff-sh gl 9k v sa=aRa 9 e
U ‘afhal Wi @r’ | 99 a1 S 7 9El A avasargaR TR} 9fihal $1 Rk gl gl g |
W9 ufshar-erd wgul 8 o § 99 fwa gk & Sared o ) [Affa ara a1 RAffa <o
(Finished Stock Account) H graRd &R 3 s 21

afshar @1 9 g ARl @ Yo B A1 ARl B AT 61 A S 3@ I 8, ST @ @ Il
vell § qou & Wi ArElt @t W & forw W @ (column) Y@ €T 21

T Rig
(General Principles)
ufsban eirra fAfY & srfa ana &1 Ryl A= ar= Rier<l @ sturR ) fbar o &

(i) PREM Ft IdeA s 1 gfbaei a1 [y § aftea w formn sn 81 9@ wfdban @
v # aga-A frard afafea et § R 9 9T B SerT-3rer Auen Wi T ' aen e |
A% g% 01 9 T U 9%-9 O& IR0 B /I PRAA g1 kA B R (o) e R-aF a1 e, (b)
fbu T BRI Ht THwU, TAT (¢) Wi d Afdadl 9 geiEl @ difde Ruafa grr RuiRa @ o< 21

(i) A Yel Ta Iyl ANTal Bl gfhareil # dic faar Siran 81 9w ufshan @i $ geaer |rEt,
31 q2n SuRedl & nguifas W | Sfie’ &= e s 7

(iti) STE B WA a1 o1 AR ufshar @) #§ | e @A S g
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(iv) TP Al B Fo AR A TfhAT B F UG PI 9F < AT AT T A 9 TR @
P for ufa sors 3iaa oI o @ it 21

(v) afe T afd & 1 | ufbd A BB YU B WA & A SHD YOI B B R IFAMA PR
<ft Il & T2 o avgell & U § SAP! AT WiE H B ot oRfl 1 SareRnd, afe g wfdan | 20
SPISAl & TA1 I8 IFAM 7 fb 9 25 wfdera i 9@ € ol &, @ S 5 QUi axggeii & TR 914 feran e
H

(vi) afE TP A 3P fawmT A avgsii IR SR 81 T B Al Ta A9 Bt ARK SRTel fAMRT 6 aRfRres
AN & /Y H TR B S GRil 81 Fod AN 901 9 P18 AN D1 01 39 TR fafd= fawmi
Pl Tt arEl gR1 RuiRa @i &

(vii) Teb faumT 4 g3 swrgdl @ A BN B S fawm § Scrfed sersal g1 QX fbar o R
3 UPR, S99 UM gR1 Scrfed sarsal @) 9fd 3&18 and 96 oIl 21

Sypr ar A Td ufbar o Ay § s=ae

3I=IY BT 3MTER Suardt T fafe qfebar &arrd fafd
1. ST IO TP SUBR B foIy AN 31T | TP ufshar & forw A v 9w @
A @ SRR E | fore srafq e wwa # ufhan 9 ScareA
@ forg sira ot Sl 21
2. dNTd SBhls IR fAfd & N sh1s "Th ufshal <FTa fafd $) ara so1E "t
Suaprt” Bt B afsbar” git 71
3. gpia TS IUPR HeTT-3Te & Aebll §l IR B forg g ufeban wwHE
21 Sdred =R =8 gl Bl & TAT AT SATed AR
BT 2
4. e @ TEEdl ERT1 3fae e wa gz JTHS w9 | B9 R0 A E,
INEEL P AMTTIDT B | 3 ufsbarali § ol ywIfdd @ o 21
5. 1 Q1 BT | SUBH B AR S| BRA TG SHBI Fd & R B P wehen TE @ FARi
TRT BT 39D &1 T IR SUDR T JEi$A Al & forg amma # ufshan
R W SUGH B Fo AR ol IS BT WFT B 9fd SPHIS AN S
M @ forw it ar Sis ) oIl 1| @R ol oIl R
6. faffre e | Neel @ M Susr fHan S B o ufshan <rTa fafd 9 smavae T R
Al 9 8 SIed Bl 8 3R AR |

HHEHRU] & BN
(Types of Processing)
ST Ugel I 1 g1 8, afshar anra fafy S S A sgad Bl B, wiet fafe axuit # avg @
gavheu fAfda g @
(i) TR %A% FHWH (Continuous Sequential Processing)—S¥ SRITHRUI &t T9M H, UF %]
P U 3afd ¥ U B 918 U Aaior o fafi=T =Roi siran faf= e sl | SR wfe w9/ JeRe
BT 81 gfP THWHRU AR Td U T Il §, Td a_01 dl b5 & forg ara gagar +ft it
rafda # v ORA A Bl E1 39 UPR B IRIRGNU & SaTeNvl Whie fmiv, e i, srrg Yeiferm
P IR=pRl S 2 |
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(if) 3T FHEHUT (Discontinuous Processing)—gd THWHIV B M A, FH AAANRI R IR-IR
el a¥g @ oIy w@aa WU A UihAl gdis Wil 81 S99 SRIBRUI Bl AN $PbTs a9 R R Pl @
3R TP aF B B forg i A== 8 9Fd B1 39 YR © U6GRU ISR S fhal, B
gRetor, gufa o=, Y Harg S ¥ |

(iii) TR FGBYol (Parallel Processing)—3¥ URIRHRUT HI 90 H, CLSS| & o febaman a1 aron
A IOIRAT BT & d MR WY A AT 9 UH-9 J6 FAY O &1 I T TAFRR T 9 Fels T3 JAihang
=i Irf~H ufthar 4 A Sl €1 39 YR @ TvhRUl & ISl fAfi— sagal &1 fAefor g o faeht
I B 99H B forg vt gfhan § sifvw wu @ wftafoa 8@ o €1 99 99w anf} of v &
T 2 |

(iv) TGS THEBRUT (Selective Processing)—S9 THhROl &1 <9 §, ufsbarei ar fhansii & axon
&1 fAsmor faspa @1 oM arell 3if~T avg W AR 6Ra1 21 399 9BR & TRIPRUT & ISTEX0l Tl g3l |,
FiRTgS Mo SR fakore 9ol a1 oal wiRSS a1 EESidR® e anfe ¥

fafr= yor @ faf ara a@
(Different Types of Process Cost Account)

(1) Rl faf dF[| @/ (Simple Process Cost Account)—3d YR & fafd arme @ & @i
Gl § Sres A B 81 U fafd o1 @ wie foran siren 1 21 vall § 9 @m g §—faaw,
il SIS AR T FA AN TIE A (AR 5M 9 3 Tae 2¥) g3 Al @[ b R iy
g1 3vel Al &1 f3aor ‘s AR’ Labour Expenses @ YR WR fdbar siran #1 afe =i fafd & saeiw
(Residuce or slag) &1 (Waste) Il SRR By product)?ﬁ f3 Bt ', 91 a8 99 fafd @ & Bfec va
# forg & ot &1 399 S fAfd Y Saures ara ®E @ Rl 2

vl b @—RRR SaA—ag gl
(Simple Progress Account—Qutput Constant and No wastage)

IMustration 1.

In a factory the output passes through threee distinct processes I, II and 111, before completion. From the
undermentioned figures prepare Process Accounts indicating the Cost of each process and the total cost. The
production was 480 articles per week.

(T PREM | I aF fafi= wfssansti [ 11 wa 149 gex Joke &, 99 98 gof 8 g1 =
faazoll & wfsha @@ AR HIY S TS b B K 3R Fa AFK TSR S| e 480 A
i wrE ®)

Process 1 Process 11 Process II1
Rs. Rs. Rs.
Materials (A7) 3,000 1,000 400
Labour (%) 1,600 4,000 1,200
Direct expenses (I<&l <) 520 1,400 500

Indirect expenses amounting to Rs. 1,700 should be apportioned on the basis of wages. No Work-in-
Progress or Process Stocks existed at the beginning or at the end of the week.

(emraE-=ad 1,700 To §, il AOIgRl @ UM | dic §1 AWiE & MR 9 < | Ale] P 3ieqal
ufsbatsii &1 PIg eI Tl ) |
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of Rs. 1,709111
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Solution : (Output 480 Articles)
Process No.I Account
Cost per Total Cost per Total
Particulars article cost Particular article cost
Rs. Rs. Rs. Rs.
To Materials 6.25 3,000 By Process No. II a/c 11.50 5,520
To Labour 3.34 1,600
To Direct expenses 1.08 520
To Indirect expenses
E of Rs. 1,400‘J 0.83 400
11.50 5,520 11.50 5.520
Process No. II Account
Cost per Total Cost per Total
Particulars article cost Particular article cost
Rs. Rs. Rs. Rs.
To Process No. I a/c 11.50 5,520 By Process No. Il a/c 27.00 12.960
To Materials 2.08 1,000
To Labour 8.34 4,000
Tcl Direct expenses 3.00 1,440
ndirect expenses
2.08 1,000
27.00 12,960 27.00 12,960
Process No. III Account
Cost per Total Cost per Total
Particulars article cost Particular article cost
Rs. Rs. Rs. Rs.
To Process No. Il a/c 27.00 12,960 By Finished Stock a/c 32.00 15.36
To Materials 0.83 400 (output transferred)
To Labour 2.50 1,200
To Direct expenses 1.04 500
To Indirect expenses
0.63 300
32.00 15,360 32.00 15.36

Note : Indirect Expenses have been apportioned in the Ratio of Direct Labour i.e., 1600 : 4000 : 1200 i.e.,
in the ratio of 4 : 10 : 3 respectively.
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Ilustration 2.

CINCRC I

The following are the details in respect of Process X and Process Y of a processing factory :

Materials
Labour
Overheads

Process X
(Rs.)
10,000
10,000

4,000

Process Y
(Rs.)
14,000
10,000

The output of Process X is transferred to Process Y at a price calculated to give a profit of 20% on the
tranfer price and the output of Process Y is charged to finished stock at a profit of 25% on the transfer price. The
finished goods department realised Rs. 1,00,000 for the finished goods received from Process Y. You are asked
to show the Process Accounts and total profit assuming there was no opening and no closing work-in-progress.

[C.A., Inter]
Solution :
Process X Account
Rs. Rs.
To Materials 10,000 By Process Y (transferred) 30,000
To Labour 10,000
To Overheads 4,000
To Profit (20% on transfer price) 6,000
30,000 30,000
Process Y Account
Rs. Rs.
To Process X 30,000 By Finished Stock 72,000
To Labour 14,000 (transferred)
To Overheads 10,000
To Profit (25% on transfer price) 18,000
72,000 72,000
Profit and Loss Account
Rs. Rs.
To Cost of Goods 72,000 By Sales 1,00,000
To Profit 28,000
1,00,000 1,00,000
To Profit (Net) 52,000 By Profit b/d 28,000
By Profit on Process X 6,000
By Profit on Process Y 18,000
52,000 52,000

(2) (Treatment of the sale of By-product and Residue)
SIUIaE 9 AN A Raw gui

Ilustration 3.

s vy g @ fersa 9 gg@ ufbanei § 3 Aot g1 31 99a91, 1990 31 99« Awig 9
600 I Al fAffa g1 TR g o gaT ueM S B
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Materials (FF31)

Labour (31)

Direct Expenses (F<d&1 <0Y)

Cost of Bottles (Sldell @1 oTTe)
Cost of Corks (&T® &Y TRT)

Process 1
Rs.

4,000
3,000
600

Process 11

Rs.

2,000
2,500

200
2,030

335

Process 111
Rs.

1,500
2,300
500

325

The Indirect expenses for the period were Rs. 1,600. The by-products of Process No. II were sold for Rs.
240. The residue of Process III sold Rs. 125.50

Prepare the account in respect of each of the process showing its cost and cost of production of the

finished product per gross Bottles.

IafY & Iv@-aTT 1,600 %0 A | Hfhar do [[® IUIdred 240 Fo & I° T MR Hfshar do 1B
3G 125.50%0 &b 9 TN |

A Afhal BT Wk, IS AN Tl TR IAEA P 9 W49 9iddd 1 IUed arE *@x ge

qarsd |
Solution :
Process I a/c
(Output 600 Gross Bottles)
Total Total Total Cost per
Particulars Cost Gross Particular Cost cost
Rs. Rs. Rs. Rs.
To Materials 4,000 6.6667 By Process No. 11 a/c 8,215.38 13.6923
To Labour 3,000 5.0000
To Direct expenses 600 1.0000
To Indirect *615.38 1.0256
8,215.38 13.6923 8,215.38 13.6923
Process II a/c
Total Cost per Total Cost per
Particulars Cost Gross Particular Cost cost
Rs. Rs. Rs. Rs.
To Process I a/c 8,215.38 13.6923 By Sale of By-products 240.00 0.4000
To Materials 2,000.00 3.3333 By Process No. IIT a/c 15,218.20 25.3636
To Labour 2,500.00 4.1667
To Direct expenses 200.00 0.3333
To Cost of Bottles 2,030.00 3.3833
To Indirect expenses *512.82 0.8547
15,458.00 | 25.7636 15,458.20 25.7636
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Process III a/c
Total Cost per Total Cost per
Particulars Cost Gross Particular Cost cost
Rs. Rs. Rs. Rs.

To Purchase No. I a/c | 15,218.20 | 25.3636 By Sale of Residue 125.50 0.2092

To Materials 1,500.00 2.5000 By Finished Stock a/c 20,189.50 33.6492
To Labour 2,300.00 3.8334
To Direct expenses 500.00 0.8334
To Cost of Bottles 325.00 0.5417
To Indirect expenses *471.80 0.7863

20,315.00 | 33.8584 20.315.00 33,8584

(3) ¥R # & & (Loss in weight)—<19 Fea1 A1 v fafd § wges fasan oren @ @ A
febansii ardievur Ta wIc Bic & PRV IS9P o1 § FO HH 3G 8 RNl 7 R TR Wed v Al
(Process) @1 IUTEH A1 doi<1 &1 el Igal o1 weal AT o1, S8 TSR TR} d A stage W ft FB
ST b1 & (Loss in weight) 81 AHal 81 39 YR & 999 § W} Stages &Y ITTGH ATAT M- BIell
g1 g9 B & P Big Al qea & el m:qﬁmﬁfﬁﬁvﬁmmgsn%a‘s;ﬁ%aq&iﬁmmss
inweightmmwmwmﬁm%ﬂﬁﬂ@ﬁ@?ﬂ?ﬁ%l Uﬁw?ﬂ&m(Loss
in weight) @ |1 AT SHISAT 9941 | g1 <1 ERNl, Sured W9 fAfti &1 @ Sran &, 3 |0 a1 a1 @«
Eﬁ@ﬁ'c’ﬂ?ﬁﬁ%‘c’qéﬂﬁGl’lwﬁm%agLossinweightHFFITEH%QI

Wwiﬁmﬁwa?ﬂﬂ\ﬁmwmawmOpeningandclosingstockﬁ'&'l
g1 81 I8 A forn oen ® & ag e sS4 geR o arft @ wtia @i @ 9 @ 9 | g
gé 81 (Opening and closing stocks of each process will be valued at the same rate at which output has been
received from the preceding process) | SaTevvl & forg B fafdt &1 smfRia wefaan 100 segat qen sif<m™
sfaan 500 sersat €1 A A &1 Ired 10,000 SH1SAT § 3R IEH AR 50,000 %o 7, i 5 To ufd
S&TS g3 3 fafd B & ok 3 sif< e &1 geara 5 3o afd s&1s W 8rm «fds afe gd
ﬁfﬁ(PrecedingProcess)EﬁHﬁsiﬁl‘s‘WWﬁ{UfSiilﬁ (Roundfigures)ﬁqﬁ&'ﬁﬂ, @ 9l sBb1E ArE
D R W ARMF 7 AfTH A &1 Joarea T8 w1 Ay | Iarerond, A A &1 IwreH 9,000 351
BT 3R I ARG 50,000 Fo et Al 7Y IHTS AN 5.5556 Fo 3MMeHt 3R a8 b Wt qx1 781 FHe uran|
a9 fafy B &1 smRfRra 9 sifvm =il &1 qeaies A= yaR &= anf3-

x ARFRIH g 3if~aH B ) Tzl

M;al Cost of the preceding Process

x Units of opening and closing stocks
utput of the preceding Process

fe Process B BT 3RR1p Tefaan 100 sorsai den 3if<d Yefaan 500 sa1sdl 8, Process A &l S
9,000 S®HTSAT TA AN 50,000 o & Al FATHA §9 UHR RN

Opening Stock = Rs. x 100 = Rs. 556.

50,000
9,000

Closing Stock = Rs. x 500 =Rs. 2,778.
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Ilustration 4.

337

=1 sifarel & Ao 3t <= afssaeii @ oma qerisg | 9@ afhar &1 SwreH, gof 89 W) eFTen

afshan § e W91 e @ 2

From the following figures show the cost of the three processes of manufacture. The production of each

process is passed on to the next till completion :

Process Process Process
A B C
Rs. Rs. Rs.
Wages and Materials 60,800 24,000 58,500
Works overhead 11,200 10,500 12,000
Production (in units) 72,000 75,000 96,000
Stock (units from preceding process Ist July, 2000) 8,000 33,000
Stock (units from preceding process 31st July, 2000) 2,000 11,000
Solution :
PROCESS A
Particulars Units Amount Particulars Units Amount
(tonnes) Rs. Rs.
To Wages and Materials 72,000 60,800 | By Transfer to Process B
To Works Overhead 11,200 (Cost per unit Rs. 1) 72,000 72,000
72,000 72,000 72,000 72,000
PROCESS B
Particulars Units Amount Particulars Units Amount
Rs. Rs.
To Stock on 1-7-2000 @ Rs. 1 By Wastage 3,000 —
per unit 8,000 8,000 | By Stock on 31-7-2000
To Transfer from Process A 72,000 72,000 @ Re. 1 per unit 2,000 2,000
To Wages and Materials 24,000 By Transfer to Process C 75,000 1,12,500
To Works Overhead 10,500 (Cost per unit Rs. 1.50
80,000 1,14,500 80,000 1,14,500
PROCESS C
Particulars Units Amount Particulars Units Amount
Rs. Rs.
To Stock on 1-7-2000 @ By Wastage 1,000 —
Rs. 1.50 per unit 33,000 49,500 By Stock on 31-7-2000
To Transfer from Process B 75,000 1,12,500 @ Rs. 1.50 per unit 11,000 16,500
To Wages and Materials 58,500 By Finished Goods A/c 96,000 2,16,000
To Works Overhead 12,000 (Cost per unit Rs. 2.25)
1,08,000 2,32,500 1.08,000 2,32,500
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Ilustration 5.

CINCRC I

The information given below is extracted from the Cost Accounts of a Factory producing a commodity in
the manufacture of which three processes are involved. Prepare Process Cost Accounts showing the cost of the

output and the cost unit at each stage of manufacture.

=1 R e SR & Ara-adi | ol T 7 forae Swreq 3 i @ dew Joran 71 Al
AN @ JAR PR S STTEH-ANTd 91 STTEH Bl TP A=A § Ufd ShIS ord 9ef¥da B 99 |

Process fafer
A B C
Rs. Rs. Rs.
Direct Wages (J<d&l qﬁ@) 640 1,200 2,925
Machinery Expenses (Frefisdt =) 360 300 360
Factory Oncost (TR 3ffdg) 200 225 240
Raw Materials consumed (= ATel Pt W) 2,400 — —
Units Units Units
() () ()
Production (Gross) (S<qTa+1 Hdhel) 37,000 — —
Wastage (&) 1,000 1,500 500
Stock (F&ferm), Jan. 1, 1984 — 4,000 16,500
Closing Stock (31f=a# =faan) Jan. 31, 1984 — 1,000 5,500
Solution :
PROCESS A
Units Rs. Units Rs.
To Raw Materials 37,000 2,400 | By Wastage 1,000 —
To Direct Wages 640 By Process B (per unit 10 P) 36,000 3,600
To Machine expenses 360
To Factory oncost 200
37,000 3,600 37,000 3,600
PROCESS B
Units Rs. Units Rs.
To Costing Stock @ 10 P. By Wastage 1,500
per unit *4,000 400 [ By Closing Stock (10 p. per unit) [ 1,000 100
To Process A (Output received) | 36,000 3,600 | By Process C (output transferred,
To Wages 1,200 cost per unit 15 P.) 37,500 5,625
To Machine expenses 300
To Factory On cost 255
40,000 5,725 40,000 5,725
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PROCESS C
Units Rs. Units Rs.
To Opening Stock By Wastage 500 —
@ 15 P. per unit 16,500 | *2,475 | By Closing Stock (15 P. per unit)| 5,500 825
To Process B output recd. 37,500 5,625 | By Finished Stock (Final output
To Wages 2,925 cost per unit Rs. 0.225 or 222 P. | 48,000 10,800
To Machine Expenses 360
To Factory Oncost 240
54,000 | 11,625 54,000 | 11,625

*Opening and closing Stocks consist of raw materials i.e., the same type of output as received from preceding process; therefore,
valued at the same rate at which output from the preceding process has been obtained.

(4) MR ¥ &9 E’Iﬂlm'ﬂﬂaﬁﬂ g 1379 T @AY (Loss in weight and scrap or residue of value)—
Wﬁ@ﬁ{ﬂﬁﬁﬁwﬁ#ﬁ@?ﬁﬂﬂﬁ&m(Lossinweight)m%ﬁm@amﬁﬂmmﬂ
(Scrap) BT ¥, foraat fasn Hoa S 81 9% fafd &1 IR | &1’ R 9 AR SHD W B hfse ud
Y forg e wran 21 Lossinweight?ﬂﬂﬁgﬂal:lﬁﬁm,W:Wﬁwmmﬁmﬁmﬁﬁm
AN & @H A 7B TE form STl /@R (Residue) AT g 2n13ier &1 fagi o fA & @M 3 7= a1 SISl
a1 @ @M 4 fom @ el 21

¥ UPR & 9o A 93 Ay | @9 aren “9R | e’ @ ‘g ansier 3 wfderdd g€ @it 71 wR H
& AT T A3 AT AR B AT AT P18l TS A | 576 | a4 (Total weight put in) TR TR
S AR eI s fafd | Sfie uar § @ a1 s@1sAl #1 S A AN E SW W AUET SR AT
TS faf F1 Seuarea & R S At SRe vy o Ho A T I A WR F e qn1 9 A1siE P A
HeM R TS Y 1 Swred @ 8@ o 2
Illustration 6.

T AP H¥a! fafics 31 Jarg, 2001 918 3 4 FARE1 61 SwTed O R ufshanst wfasan
TS FfhAl A STl T FA R BT 2% @ B A § T=M 10% A B e g, S wfehan 19 1H 100 Fo ufy
T U9 ufshar ¥ 20 39 9R 1 Ied aa a1 g1 41 9fhaisi & Ided 31 9 5eR @ -

The Bengal Chemical Co. Ltd., produced three chemicals during the month of July, 2001 by the consecutive
processes. In each process 2 percent of the total weight put in is lost and 10 percent is scrap which from

process I and Il realises Rs. 100 a ton and from process III Rs. 20 a ton. The Production period of the processes
is dealt with as follows :

Process 1 Process 11 Process II1
Passed to next process 75% 50% —
Stock kept for sale 25% 50% 100%
Expenses incurred :
Process 1 Process 11 Process II1
Rs. Tons Rs. Tons Rs. Tons
Raw Materials 1,20,000 1,000 28,000 140 1,07,840 1,348
Mfg. & Gen. Exps. 30,800 — 25,760 — 18,100 —

TS IS B A e AN R gu afhan dr[ @n a9sa |

Prepare Process Cost Accounts, showing the cost per ton of each products. [Kanpur 1991; Meerut 1992]
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Solution :

Process I Account

CINCRCECIC |

Particulars Tons Amount Particulars Tons Amount
(Rs.) (Rs.)
To Material used 1,000 1,20,000 By Loss in weight 20 —
To Mfg. Expenses — 30,800 (2% of 1,000 tons)
By Sale of scrap 100 10,000
(10% of 1,000 tons)
By Transfer to Ware house 220 35,200
(Cost per ton Rs. 160)
By Transfer to Process ‘B’ 660 1,05,600
(Cost per ton Rs. 160)
1,000 1,50,800 1,000 1,50,800
Total Cost — Sale of Scrap
Costperton = . .
Output in units
1,50,800 — 10,000
= =Rs. 160 per ton.
880
Process II Account
Particulars Tons Amount Particulars Tons Amount
(Rs.) (Rs.)
To Transfer from Process ‘A’ 660 1,05,600 [ By Loss in weight 16 —
To Material used 140 28,000 (2% of 800 tons)
To Mfg. Expenses — 25,760 | By Sale of Scrap 80 8,000
(10% of 800 tons)
By Transfer to Warehouse 352 75,680
(Cost per ton Rs. 215)
By Transfer to Process ‘C’ 352 75,680
(Cost per ton Rs. 215)
800 1,59,360 800 1,59,360
1,59,360 — 8,000
Costperton = =Rs. 215 per ton.
704
Process III Account
Particulars Tons Amount Particulars Tons Amount
(Rs.) (Rs.)
To Transfer from Process ‘B’ 352 75,680 | By Loss in weight 34 —
To Material used 1,348 1,07,840 (2% of 1,700 tons)
To Mfg. Expenses — 18,100 | By Sale of Scrap 170 3,400
(10% of 1,700 tons)
By Transfer to Warehouse 1,496 1,98,220
(Cost per ton Rs. 132.50)
1,700 2,01,620 1,700 2,01,620
2,01,620 — 3,400
Costperton = = 132.50 per ton.

1,496
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ufshan aRa fAeRui-ya AR &1

(Preparation of Statement of Process Cost)

Sigl ufshar uREgy e dx @ forw | JaR 31 fbr o €, a8 uRey o1 fAarur-us St e
IR a1 Sran & S b ‘Sors I1ar e uRaEdied’ & A | g9 1T 2

Ilustration 7.
‘3’ IR ‘T T TR B T T PRAM A TR AR & o1 97w annhl teaa § iR o
A, I AFHAN-HREET T2 FHYH-H | AR Bt 2

uIRsIfA®! &1 Al U A% @ Sl ¥, Tt Al 9l A 2 SIe & 3guTd ¥ 9 9 8,
FREMT AT FAUE I TS Tha & /M g A fawford fad v €1

39 3 faavor & gfd <1 axggeil $1 ufhan aRey faaroroa AR BITY den e $1 wfea sy
afe wfd avg ‘o1 &1 fasha qea 1.25 To qon ‘q’ axg B 1.625 %0 B |

Two types of articles, A and B, are produced in a factory in which the materials used are identical and in
which each undergoes two processes : factory and finishing.

The wages are separately recorded : materials used and general expenses are divided in output ratio;
factory and finishing charges are apportioned in the labour ratio of each process.

You are required to prepare a Statement of Process Cost per hundred articles from the following particulars
and to show the percentage of profit if the selling price of article A is Rs. 1.25 and of article B Rs. 1.625.

Rs. Rs.
Factory Materials Factory Wages A 78,000
Opening Stock 48,000  Factory Wages B 57,000
Purchases 1,36,000  Finishing Wages A 32,000
Closing Stock 37,000  Finishing Wages B 12,000
Finishing Materials : Factory Charges 27,000
Opening Stock 19,000  Finishing Charges 11,000
Purchases 46,000 General Expenses 63,000
Closing Stock 16,000
The out put of A is 318600 units, that of B 127440 units.
Solution : Statement of Process Cost
A B
Output Output
(A) Factory Process 3,18,600 1,27,440 Total
Units Units
Rs. Rs. Rs.
Factory Materials :
Opening Stock 48,000
(+) Purchases 1,36,000
1,84,000
(=) Closing Stock 37,000
Materials consumed to be divided in 1,47,000
the ratio of 3,18,600 : 1,27,440 1,05,000 42,000 1,47,000
Factory Wages 78,000 57,000 1,35,000
Factory Charges (Labour ratio 78 : 57) 15,600 11,400 27,000
Total Cost 1,98,600 1,10,400 3,09,000
Cost per 100 units Rs. 62.34 Rs. 86.64
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(A) Finishing Process 3,18,600 1,27,440 Total
Units Units
A B
Rs. Rs. Rs.
Finishing Materials :
Opening Stock 19,000
(+) Purchases 46,000
765,000
(=) Closing Stock 16,000
Material consumed 49,000
to be divided in output ratio 35,000 14,000 49,000
Finishing Wages 32,000 12,000 44,000
Finishing Charges (in Labour ratio 32 : 12) 8,000 3,000 11,000
Total Cost 75,000 29,000 1,04,000
Cost per 100 units Rs. 23.64 Rs. 22.76
Cost of Factory Process 1,98,600 1,10,400 3,09,000
Cost of Finishing Process 75,000 29,000 1,04,000
General Charges (Divided in output ratio) 45,000 18,000 63,000
Total Cost of Production 3,18,600 1,57,400 4,76,000
Cost per 100 units 100.00 123.52
Profit per 100 units 25.00 38.98
Selling Price per 100 units 125.00 162.50
A : Rs. 1.25 per Unit
B : Rs. 1.625 per unit
Percent of profit = 25% 31.58% on cost

HYRYT 9 ™[R &Y (Normal and Abnormal Wastage)—-sSTd Sl fafa= fafday 9§ Srex NG
g A 93 A & §B T B ‘&’ (Wastage) BT 891 @IVIfAD g1 & S TSR H1 S & AHRT AT
|IYROT TAT IATHRT T IR | AHR AT AR &g w@iifae g fAf¥=d 9 e 81 98e bR
Pl @Y @A W) M UG A YR & B & A R, R SRS T A W & 39 AP 1
Hhdl | M & fie gwa wR snuiRa va afdera g 71 R fAfY d vy e Sfom @i &, s«
fafd </ & wfse ver 3 A= &g @ 9T A1 sHsdl form @ ORi § 1 Afe ‘&’ @1 {B a9 Y (Scrap
0rresidualvalue)§,T—ﬁwaﬂiﬁmﬁl?ﬁl(ScrapValueofnormalwastage)iﬁﬂﬁl@ﬁﬁ?ﬁ'%‘c’ﬁﬁl@
o < ®1

STATHRO] AT STATHI &1 I8 & Sl HIERY1 & | 31 Bar 21 A &g wHaral, sfiel a1 ya-al
P AIRATE, wife 9 7R B WRE, A @ @R, F7eiE B Ted S | 9Rares enfe dRon | ik
B SWEd WA@Yl SRAH TR LR & Bl HH TN §X PR Ahdl &1 od aR<fdd Iede (Actual
Production) |- J<died (Normal production) A FH BAT g, A STAIURYT &fd Bl 2

[AM=I Id1ed (Normal Production)—38 9 faft § Sfde et &t 9= a1 sarsal @ A 9 A
[T &ifa @ 9= AT Sh1SAT Heq YR AT ST 2 1 STHIYRYT &1 Bl YR I HIE & AN IR el
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g fan e, wifd U1 9 A 9 9fd 331 A 98 SRRt 3iR famt geu RuiRa e 3§ wfears arft
STAIRYI & &) YHH B Wel AR AH-81 @I (Costing profit and Loss a/c) § o /™1 Il B
JMYRY & BT didd $ § A GF B =R oI ¥—

Normal cost of Normal output

x Units of Abnormal wastage
Normal output

Normal cost of Normal output—Sfae de1 @t I & IRT § | AT &g &1 [t ot A sreriq sfse
981 Pt YA "M W |

Normal output—<Sfae uet &) A1 1 SHISAT B AT H A AHN &7 Bl IHISAT BH B IR, ATHN
IdTEH 3 ST 2

Units of Abnormal wastage—WTHTRI IIGA AT RIS SATEH BT =< |
Ilustration 8.

TS 9fshal # 4,000 Fo Pt AN W Bl ARER $t 1,000 IHISAT 18 T 3EH A 10% & 741
ST 8 AT &1 B IAD SIS Bl 2.50 o U Bl Sl 8| IR<Ifdd SIS 850 Fb1sal &1 o (50 SPhrsal
P INILURY & & ) | 3 I 74 9aR 9—

q& AgH 6.500 Bo; IJUE Y 3,250 To

&I &1 U9 a1 & forw ufshan @ daR sRyu|

1,000 units of raw material were introduced in a process at a cost of s. 4,000, 10% wasage is allowed, each
unit of wastage realises Rs. 2.50. The actual production was 850 units (with an abnormal wastage of 50 units).
The expenses being as follows :

Direct wages Rs. 6,500
Indirect expenses Rs. 3,250.

Prepare the process account to bring out the effect of wastage.

Solution :
Process Account
Particulars Units Amount Particulars Units | Amount
(Rs.) (Rs.)
To Raw Material 1,000 4,000 By Normal Wastage 100 250
To Direct Wages 6,500 | By Abnormal Wastage A/c 50 750
To Indirect Expenses 3,250 | By Transfer to next process 850 12,750
1,000 13,750 1,000 13,750
Working Notes :
1,000 Units Introduced—Total Cost Rs. 13,750
100 Units Normal Wastage—Cost Rs. 250
900 Units Normal Output—Cost Rs. 13,500
Per unit Cost of Normal Output = 13.500 =Rs. 15.

Cost of Abnormal Wastage = Rs. 15 X 50 = Rs. 750.
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Note : Abnormal Wastage Account can be prepared as under :
ABNORMAL WASTAGE ACCOUNT

Particulars Units Amount Particulars Units | Amount
(Rs.) (Rs.)

To Process A/c 50 750 [ By Sale proceeds* 50 125
By Profit & Loss A/c 625

50 750 50 750

*50 units of abnormal wastage would also realise Rs. 2,50 each and hence the loss to be transferred to P & L. A/c would get
reduced.

Iustration 9.

In a manufacturing concern the output of ‘A’ Process is transferred to ‘B’ Process. It has been the experience
that normal wastage in Process A is 5% of the units entering the Process and in case of B 10% of the units
entering the process.

The scrap value of Normal wastage is Rs. 50 per hundred units in Process A and Rs. 80 per hundred units
in Process B.

wo fRmfolt wven # ‘a1 Y @1 Swrea v faf @1 swaaRa R @ g1 srgva Iw ® 5 Cer
fafy 4 era 5% iR @ fafy 4 10%, A § gawr w @ sHEE R g R

AMRI &1 &1 ARy e ‘31" fafd 7 50 To ufy 100 sw15a1 ® 3R ‘@’ fafd 7 80 To ufy 100 sHTZA
gl

Process A Process B
The expenses were as follows (=1 =19 gY) Rs. Rs.
Materials (AFTH) 10,000 6,000
Wages (FoIgRl) 8,000 4,000
Manufacturing expenses (fFHfor <) 2,000 2,000

In Process A one thousand (1,000) units were entered at a cost of Rs. 5,000. The output of Process A is
900 units and Process B 750 units.

Prepare Process Accounts and also Show Abnormal wastage Account.

‘3 fafd | 1,000 sH1=AT 7 5,000 Fo @ AN WR YA fhar| ‘31’ fafd &1 Sres 900 szl IR
‘g fafd o1 SEE 750 SHTSAT I

fafd @[ IR PR 920 I}ME &g g fewrsd |

Solution : Process A a/c
Units Rs. Units Rs.
To Units introduced 1,000 5,000 | By Normal wastage 5% of the units
To Materials 10,000 entering the process i.e., 5% of
To Wages 8,000 1000 units = 50 units sold @
To Manufacturing expenses 2,000 Rs. 50 per 100 units. 50 25
By Abnormal wastage *50 *1,314
By Process B a/c
(output transferred) 900 23,661
1,000 | 25,000 1,000 25,000
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Process B A/C
Units Rs. Units Rs.
To Process A a/c By Normal wastage (10% of 900
(output received) 900 | 23,661 | units. sold @ Rs. 80/- per 100 units 90 72
To Materials 6,000 | By Abnormal wastage *60 *2,636
To Wages 4,000 | By Finished Stock 750 32,953
To Manufacturing expenses 2,000
900 | 35,661 900 35,661
*Calculation of Abnormal wastage and its value
Process A Units.
Rs. Rs.
Units entered 1,000
Less Normal wastage 50
Normal output 950
Actual output 900
Units of Abnormal Wastage 50
Total expenditure 25,000
Less Sale proceeds of Normal wastage 25
Normal cost of normal output 24,975
Normal cost of Normah QU ol Wastages—
Normal output
x Units of Abnormal wastage
=Rs. 24975 x50 =Rs. 1,314
950
Process B : Units
Units entered 900
Less : Normal wastage 90
Normal output 810
Less : Actual output 750
Units of Abnormal Wastage 60

Rs.

Normal cost of Normal output : 35,661
Total expenditure 72

Less : Sale proceeds of Normal wastage 35589

Cost of Abnormal wastage :

x Units of Abnormal wastage

35,589
=Rs. ———— x 60 =Rs. 2,336
810
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Abnormal Wastage Account

Units Rs. Units Rs.

To Process A 50 1,314 | By Cash (Scrap value of wastage)
To Process C 60 | 2,636 | A—50 units @ Rs. 50 per 100 units 50 25
B—o60 units @ Rs. 80 per 100 units 60 48
By Costing Profit and Loss a/c — 3,877
110 | 3,950 110 3,950

Ilustration 10.
T IA1E 1 Afsharsii | [oRdl § iR 9 918 TR Wi Pl sw<IRa fbar s g1 91 g
A 3Dl UfhAT WA TAT SATIRYT & Wil 99141 € -

gfebar 37 ofbar g

vo vo

[t 12,000 6,000
Aot 14,000 8,000
fAmfoh <= 4,000 4,000
FPIS R T 10,000 —
3Pl BT A (Fo) 10,000 —
IaTEA (SHTEAT H) 9,400 8,300
AR & (SHISAT B 5% 10%
AR &g BT I (I 100 IHTS Fo H) 8 10

A product passes through two processes and these after it is transferred to finished stock account. From
the following information, you are required to prepare Process Accounts and Abnormal Wastage Accounts :

Process A Process B
Rs. Rs.
Materials 12,000 6,000
Wages 14,000 8,000
Manufacturing expenses 4,000 4,000
Units introduced 10,000 —
Value of units (in Rs.) 10,000 —
Output (in units) 9,400 8,300
Normal wastage (of units) 5% 10%
Value of Normal wastage (per 100 units in Rs.) 8 10
Solution : Process A Account
Units Rs. Units Rs.
To Units introduced 10,000 10,000 | By Normal Wastage 500 40
To Materials 12,000 | By Abnormal Wastage 100 421
To Wages 14,000 | By Process ‘B’ A/c @ Rs. 4.21 p.u. 9,400 39,539
To Mfg. expenses 4,000
10,000 40,000 10,000 | 40,000
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Normal Units
Units of A.W.

Normal Expenditure

10,000 - 500 = 9,500
9,500 - 9,400 = 100
40,000 — 40 = Rs. 39,960

Costof AW. = =Rs. 421
Process B Account

Units Rs. Units Rs.
To Process ‘A’ A/c 9,400 39,539 | By Normal Wastage 940 94
To Materials 6,000 | By Abnormal Wastage 160 1,086
To Wages 8,000 | By Finished Goods Stock A/c
To Mfg. expenses 4,000 | @ Rs. 6.79 per 100 8,300 56,359

9,400 57,539 9,400 57,539

Normal Units
Units of A.W.

Normal Expenditure

9,400 — 940 = 8,460
8,460 — 8,300 = 160
57,539 — 94 = Rs. 57,445

E,445 x 160 I
Costof AW. = 8.460 ‘J =Rs. 1,086

39,960 x 100 Abnormal Wastage Account
9,500 Units Rs. Units Rs.
To Process A A/c 100 421 | By Sale Value of Wastages
To Process B A/c 160 1,086 100 @ Rs. 8 per 100 100 8
160 @ Rs. 10 per 100 160 16
By Costing P/L A/c — 1,483
260 1,507 260 1,507

SHEIRYT 99 (Abnormal effectives)

Ffe fft ufthan &1 arafdd Ses |uIfdd Ses | 3ifde g a1 39 Nfdd & "IrTyRYl g9d”
PEd &1 IFYRY g4 © a1 A =g IRRUME ¥4 3= sPhrsal ) are W 999 T8 9S4 Ak |
3 TP YeAIH I R | fban s, o a= 9 3l sa1sdl 1 YoaidA fasan e, afe | e
A e BTl 39 NI A wHEiRd ufshar @rar ‘Sfde’ BR A Sien § 91 YRl g9d @il e R
few omar 81 91E # 39 AN AN-8IR @1 A ARG BRe a9 $R A e B

IfS SR gH13Al DI o A FO A Sell @ <l AR &7 WK 4 AR ‘BfSe’ @ oAt 21 Afsban
@I B AR AR 11 & Jed | Bfee fa o g, Jufl arafds w9 @ a1 39 g5 51 W Rafy
H IRIERY g9d @i B Wi ¥ A Sfe b oan & (e e @ sfse fda s @ ®ife gga
Jf¥® < 4 Sfe 81 gaT 7) S sFEvae w9 | Ahdl WK A WIURY &9 UK B A | BT B o
gl R A9 af § Fw-El d saRa @ Ri gl

ANEC—ITHRI & Td M 994 -k A faudia €1 3@ uap ufshan faviy 9 qmi 9t suRefa
IRTE BN B 1 A8 I8 Mt e 3@ a1y O S a9d & qeaidd o geRIf & w9 | 2 g,
g § I+l god @ N gadl g 3R T8 i, wife am g B wH € S E= g9 @ ©9 § Yae
2 2 3R AT A &g &) SHhIsal Bl ISR H 9= ST Al gl Ol ITH g9d forasl $hrsdl @l 8
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Il SHISAT AT & Pt B 8 SR AR ITa! fawhl €] Bl o Gebdl &1 31<: IATHNI g9 D1 f30
3 YARIY A B @ SR | Afe A= e @ SahTsal @l fam! v g A Ot aRReafa # s g
@ A T8 B S 5 SHBT euipd BRd uTe Bt B

IMustration 11.

The following particulars for the last process are given :

Units Rs.
Transfer to the last process at cost of the previous process 4,000 9,000
Transfer to finished stock from the process 3,240
Direct Wages 2,000
Direct Materials Used 3,000
The factory overhead in process is absorbed @ 400% of the direct mateirals.
Allowance for normal loss is 20% of units worked.
The scrap value is Rs. 5 per unit.
You are required to prepare :
(a) Last Process Account
(b) Normal Wastage Account, and
(¢) Abnormal Effective Account. (B. Com., Meerut)
Solution : Last Process Account
Particulars Unit | Amount Particulars Units | Amount
(Rs.) (Rs.)
To Transfer from first process | 4,000 9,000 | By Normal Loss 800 4,000
To Direct Materials 3,000 | By Finished Stock @ Rs. 6.875%* 3,240 22,275
To Direct Wages 2,000
To Factory Overheads 12,000
To Abnormal effectives 40 275
4,040 26,275 4,040 | 26,275
Normal Wastage Account
Particulars Unit | Amount Particulars Unit Amount
(Rs.) (Rs.)
To Last Process 800 4,000 | By Sales (800 - 40) 760 3,800
By Abnormal Effectives A/c 40 200
800 4,000 800 4,000
Abnormal Effectiveness Account
Particulars Unit | Amount Particulars Unit Amount
(Rs.) (Rs.)
To Normal Wages Account By Lass Process 40 275
(Loss of Income) 40 200
To Profit & Loss Account 75
40 275 40 275

*Cost per unit = =Rs. 6.875.
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Illustration 12.
TP g o Afbaisi—T, § o @ A PR Yol ¥l TP qlhA1 B A & i PR T

A product passes through three processes, A, B and C. The Normal wastage of each process is as follows:
Process A—3 per cent
Process B—5 per cent

Process C—38 per cent

ufshar T &1 & 25 9 ufa sprs, ufthan €t &1 & 50 U ufa sprs qen ufshar W &1 & 1 vo i
IPIS H 99 TAT| IATER 2000 D MM A 1 Fo Ui IHTS AT A 10,000 SH191 "ishan ¢ &1 FHffaa ot
T I3 =g A9 9eR 9-

Wastage of Process A was sold at 25 P. per cent, that of Process B at 50 P. per unit and that of Proces sC

at Re. 1 per unit. 10,000 units were issued to Process A in the beginning of October, 2000 at a cost of Re. 1 per
unit. The other expenses were as follows :

Process A Process B Process C
Rs. Rs. Rs.
Sundry Materials 1,000 1,500 500
Labour 5,000 8,000 6,500
Direct expenses 1,050 1,188 2,009
Actual output was : Process A 9,500 units
Process B 9,100 units
Process C 8,100 units

I8 A gU fF A ft arf¥e wa sif<m weie € o, ufhan @) a9Isl SRIYRYl & wd
IIYRY god @ W

Prepare the Process Accounts, assuming that there were no opening or closing stocks. Also give the

Abnormal Wastage and Abnormal Effectives Accounts. [B. Com. (Hons.)., Delhi, 1990]
Solution : Process A Account
Particulars Unit | Amount Particulars Units | Amount
(Rs.) (Rs.)
To Units issued @ Re. 1 p.u. [ 10,000 10,000 | By Normal Wastage—3% of 10,000
To Sundry Materials 1,000 units sold at 25 p. per unit 300 75
To Labour 5,000 [ By Abnormal Wastage 200 350
To Direct Expenses 1,050 [ By Process B (output trasferred) 9,500 16,625
10,000 17,050 10,000 17,050
Process B Account
Particulars Units | Amount Particulars Units | Amount
Rs. Rs.
To Process A (Output recd.) 9,500 16,625 | By Normal Wastage—5% of 9,500
To Sundry Materials 1,500 units sold at 50 p. per unit 475 238
To Wages 8,000 | By Process C (output transferred) 9,100 27,300
To Direct Expenses 1,188
To Abnormal Effectives 75 225
9,575 27,538 9,575 27,538
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Process C Account
Particulars Units | Amount Particulars Units | Amount
Rs. Rs.
To Process B (Output recd.) 9,100 27,300 | By Normal Wastage—8% of 9,100
To Sundry Materials 500 units sold at Re. 1 per unit 728 728
To Wages 6,500 | By Abnormal Wastage 272 1,156
To Direct Expenses 2,009 | By Finished stock (output) 8,100 34,425
9,100 | 36,309 9,100 36,309
Calculation of abnormal wastage and abnormal effectives :
16,975
Process A : Cost of Abnormal Wastage = Rs. W x 200 =Rs. 350
27,075
Process B : Cost of Abnormal effectives = Rs. 9.025 x75=Rs. 225
35,581
Process C : Cost of Abnormal Wastage = Rs. 83? x 272 =Rs. 1,156
ABNORMAL WASTAGE ACCOUNT
Particulars Units | Amount Particulars Units | Amount
Rs. Rs.
To Process A 200 350 | By Sale of wasted units :
To Process C 272 1,156 Process A @ 25 P. per unit 200 50
Process C @ Re. 1 per unit 272 272
By Costing Profit and Loss A/c 1,184
472 1,506 472 1,506
NORMAL WASTAGE ACCOUNT
Particulars Units | Amount Particulars Units | Amount
Rs. Rs.
To Process A 300 75 | By Sale proceeds of wasted units :
To Process B 475 238 A 300 75
To Process C 728 728 B 400 200
C 728 728
By Abnormal Effectives A/c 75 38
1,503 1,041 1,503 1,041
ABNORMAL EFFECTIVE ACCOUNT
Particulars Units | Amount Particulars Units | Amount
By Normal Wastage A/c By Process B 75 225
@ 50 P. per unit 75 38
To Costing Profit and Loss A/c 187
75 225 75 225

*Note : Actual wastage in Process B is only 400 units, but we have credited Process A/c with the sake proceeds of normal
wastage i.e., 475 units. The shortfall in the sale of normal wastage of 75 units @ 50 P. per unit has been debited to Abnormal Effective
A/c and credited to Normal Wastage A/c.
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IMustration 13.

T A% W Afhaiaii—g, &t e A A g} o 21 1999 a9 & SR fafi= gfshaneti w ge &
% fdevor 1 gpR 99—

A product passes through three processes—A, B and C. The details of expenses incurred on the three
processes during the year 1999 were as under :

Process A B C
Units issued/introduced cost per unit Rs. 100 10,000

Rs. Rs. Rs.
Sundry Materials 10,000 15,000 5,000
Labour 30,000 80,000 65,000
Direct Expenses 6,000 18,150 27,200
Selling price per unit of output 120 165 250

Management expenses during the year were Rs. 80,000 and selling expenses were Rs. 50,000. These are
not allocable to the processes.

Actual output of the three processes was :

A—9,300 units, B—5,400 units and C—2,100 units. Two-thirds of the output of Process A and one-half
of the output of Process B was passed on to the next process and the balance was sold. The entire out put of
process C was sold.

The normal loss of the three process, calculated on the input of every process was :

Process A—5%, B—15% and C—20%.

The Loss of Process A was sold at Rs. 2 per unit, that of B at Rs. 5 per unit and of Process C at Rs. 10 per

unit.
Prepare the Three Processes Accounts and the Profit and Loss Account.
[C.A. Inter May, 1993; C.S. Inter June 1994 adapted; B. Com. (Hons.), Delhi 1996, adapted]
Solution : PROCESS A ACCOUNT
Particulars Units |  Amount Particulars Units | Amount
Rs. Rs.
To Units brought in By Normal Loss 500 1,000
(100 x 10,000) 10,000 | 10,00,000 | By Abnormal Loss 200 22,000
To Sundry Materials 10,000 | By Process B A/c @ Rs. 110 per
To Labour 30,000 unit WN 1) 6,200 | 6,82,000
To Direct Expenses 6,000 | By Profit & Loss A/c
(Rs. 110 x 3,100 WN I) 3,100 | 3,41,000
10,000 | 10,46,000 10,000 |10,46,000
PROCESS B ACCOUNT
Particulars Untis Rs. Particulars Units Rs.
To Process A a/c 6,200 | 6,82,000 | By Normal Loss 930 4,650
To Sundry Materials 15,000 | By Process C A/c (@ Rs. 150
To Labour 80,000 per unit WN 2) 2,700 | 4,05,000
To Direct Expenses 18,150 | By Profit & Loss A/c
To Abnormal Effectives (Rs. 150 x 2,700) 2,700 | 4,05,000
Alc (WN 2) 130 19,500
6,330 | 8,14,650 6,330 | 8,14,650




352 AN A@ThA
PROCESS C ACCOUNT
Particulars Units Rs. Particulars Units Rs.
To Process B A/c 2,700 |4,05,000 | By Normal Loss 540 5,400
To Sundry Materials 5,000 | By Abnormal Loss A/c (WN 3) 60 13,800
To Labour 65,000 | By Profit & Loss A/c
To Direct Expenses 27,200 (Rs. 230 x 2,100) (WN 3) 2,100 |4,83,000
2,700 | 5,02,200 2,700 15,02,200
PROFIT & LOSS ACCOUNT
Particulars Units Rs. Particulars Units Rs.
To Process A A/c 3,100 | 3,41,000 | By Sale :
To Process B A/c 2,700 | 4,05,000 [ Process A’s Output @ Rs. 120per unit | 3,100( 3,72,000
To Process C A/c 2,100 | 4,83,000 [ Process B’s Output @ Rs. 165 per unit| 2,700( 4,45,500
To Management Expenses 80,000 [ Process C’s Output @ Rs. 250 per unit| 2,100| 5,25,000
To Selling Expenses 50,000 | By Abnormal Effectives A/c 18,850
To Abnormal Loan A/c (WN4) 34,800 | By Net Loss 32,450
7,900 |[13,93,800 7,900(13,93,800
Working Notes :
1. (i) Per unit cost of normal production under Process A :

Normal Cost of Normal Output

Normal Output

Rs. 10,46,000 — Rs. 1,000
9,500 units

=Rs. 110.

(if) Value of Abnormal loss under Process A :

Abnormal loss units

Amount of Abnormal loss

2.

Normal Output — Actual Output

9,500 — 9,300 = 200 units.

Per unit cost of normal unit X Abnormal loss in units
Rs. 110 x 200 = Rs. 22,000.

(i) Per Unit cost of normal production under Process B :

(Rs. 7,95,150 — Rs. 4,650)
5,270

Rs. 7,90,500

570 =Rs. 150.

(if) Amount of Abnormal Effectives under process B :

Abnormal Effectives (gain) units

Normal Loss — Actual Loss

930 — 800 = 130 units.

Per unit cost of normal unit X Abnormal loss in units
Rs. 150 x 130 units = Rs. 19,500



gfshan ara fafe 353
3. (i) Per unit cost of normal production under Process C :

(Rs. 5,02,200 — Rs. 5,400)  Rs. 4,96,800

- 2.160 = 2160 units X% 230
(i) Amount of Abnormal loss under process C :
Abnormal Loss units = Normal Production — Actual Production
= 2,160 units — 2,100 units = 60 units
= Rs. 230 x 60 units = Rs. 13,800
4. ABNORMAL LOSS ACCOUNT
Units Cost Amount Units Cost | Amount
Particulars per Rs. Particulars per Rs.
unit unit
To Process A Alc 200 110 22,000 | By Sale Proceeds :
To Process C A/c 60 230 13,800 Process A Loss| 200 2 400
Process C Loss 60 10 600
By Profit & Loss A/c 34,800
260 35,800 260 35,800
5. ABNORMAL EFFECTIVES ACCOUNT
Units Cost | Amount Units Cost Amount
Particulars per Rs. Particulars per Rs.
unit unit
To Normal Loss A/c By Sale B 130 150 19,500
short-fall 130 5 650
To Profit & Loss A/c 18,850
19,500 19,500

Illustration 14.

The product of a company passes through three distinct processes to completion. They are known as A, B
and C. From past experience, it is ascertained that the wastage is incurred in each process as under :

Process A—2%, Process B—5%, Process C—10%.

In each case, the percentage of wastage is calculated on number of units entering the process concerned.
The wastage of each process possesses a scrap value. The wastage of process A and B is sold at Rs. 5 per 100
units and that of process C at Rs. 20 per 100 units.

The output of each process passes immediately to the next process and the finished units are passed from
process C to Finished Stock Account. The following information is obtained :

Process A Process B Process C
(Rs.) (Rs.) (Rs.)
Material Consumed 4,000 2,000 1,000
Direct Labour 6,000 4,000 3,000
Manufacturing Expenses 1,000 1,000 1,500

20,000 units have been issued to Process A at a cost of Rs. 8,000. The output of each process has been as
under :—

Process A—19,500; Process B—18,800; Process C—16,000.

There is no work-in-progress in any process. Prepare process accounts and the calculations should be
made to the nearest rupee. [B. Com. K.U.K—Sept. 1991, April 1995]
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Solution :
PROCESS ‘A’ ACCOUNT
Particulars Units | Amount Particulars Units | Amount
Rs. Rs.
To Unit Introduced 20,000 8,000 | By Normal Loss (2%)
To Materials Consumed 4,000 @ Rs. 0.05 per unit 400 20
To Direct Labour 6,000 | By Abnormal Loss @ Rs. 0.9684 100 97
To Manufacturing Expenses 1,000 [ By Process B @ Re. 0.9684 19,500 18,883
20,000 19,000 20,000 19,000
PROCESS ‘B’ ACCOUNT
Particulars Unit | Amount Particulars Unit | Amount
(Rs.) (Rs.)
To Process ‘A’ A/c 19,500 18,883 | By Normal Loss (5%)
To Material Consumed 2,000 @ Re. 0.05 per unit 975 49
To Direct Labour 4,000 | By Process A/c @ Rs. 1.3945 18,800 26,217
To Manufacturing Expenses 1,000
To Abnormal Gain A/c
@ Rs. 1.3945 275 383
19,775 26,266 19,775 26,266
PROCESS ‘C’ ACCOUNT
Particulars Unit | Amount Particulars Unit | Amount
(Rs.) (Rs.)
To Process ‘B’ A/c 18,800 26,217 | By Normal Loss (10%) @ Rs. 0.20 1,880 376
To Material Consumed 1,000 | By Abnormal Loss @ Rs. 1.8523 920 1,704
To Direct Labour 3,000 | By Finished Stock A/c @ Rs. 1.8523] 16,000 | 29,637
To Manufacture Expenses 1,500
18,800 31,717 18,800 | 31,717
Calculation of Abnormal Loss/Gain has been ascertained as below :
Process A = (Rs. 19,000 —20) + (20,000 — 400) = Rs. 0.9684 per unit
Process B = (18,883 + 2,000 + 4,000 + 1,000 —49) + (19,500 — 975)
= Rs. 1.3945 (Abnormal Gain)
Process C = Rs. (31,717 —376) + (18,800 — 1,880) = Rs. 1.8523 per unit.

Iustration 15.

Mandex Ltd. process a patent material used in building. The material is produced in three consecutive
grades namely soft, medium and hard. Figures relating to production for the 6 months of 2001 are as follows :

Process 111

Raw Material Used
Cost per tonne

Manufacturing Wages and Exps.

Weight Loss

Scrap—sold at Rs. 50 per tonne

Sale price per tonne

Process 1

1,000 tonnes

Rs. 200

Rs. 72,500

5%
50 tonnes

Rs. 350

Process 11

Rs. 40,800

10%
30 tonnes

Rs. 500

Rs. 10,710

20%

51 tonnes

Rs. 800
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Management expenses were Rs. 17,500; Selling expenses Rs. 10,000 and Interest on Borrowed Capital

Rs. 4,000

Two-thirds of process I and one-half of process II are passed on to the next process and the balances are

sold.

You are required to prepare cost accounts in a form suitable for presentation to the directors at their next

board meeting when the production policy of the company will be discussed.

Solution :

Process No. 1 Account

[B. Com., (Hons.) Delhi]

Particulars Tonnes Amount Particulars Tonnes | Amount
Rs. Rs.
To Material By Sale of scrap
@ Rs. 200 per tonne 1,000 | 2,00,000 @ Rs. 50 per tonne 50 2,500
To Wages & Expenses 72,500 | By Loss in weight 5% 50
By Transfer to Process I stock
a/c @ Rs. 300 per tonne 900 (2,70,000
1,000 | 2,72,500 1,000 [2,72,000
Process No. 1 Stock Accosunt
Particulars Tonnes Amount Particulars Tonnes | Amount
(Rs.) (Rs.)
To Process No. 1 900 | 2,70,000 | By Sale @ Rs. 350 per tonnes 300 (1,05,000
To Profit @ Rs. 50 per By Process No. 2 Account 600 11,80,000
tonne on 300 tonnes 15,000
900 | 2,85,500 900 (2,85,500
Process No. 2 Account
Particulars Tonnes Amount Particulars Tonnes | Amount
(Rs.) (Rs.)
To Process No. 1 Stock A/c 600 | 1,80,000 [ By Sale of Scrap @ Rs. 50 per unit 30 1,500
To Wages and Expenses 40,800 | By Loss in Weight 10% 60 —
By Process No. 2 Stock A/c
@ Rs. 430 per tonne 510 (2,19,300
600 | 2,20,800 600 |2,20,800
Process No. 2 Stock Account
Particulars Tonnes Amount Particulars Tonnes | Amount
(Rs.) (Rs.)
To Process No. 2 A/c 510 | 2,19,300 | By Sale @ Rs. 500 per tonne 255 11,27,500
To Profit @ Rs. 70 per tonne By Process No. 3 A/c 255 11,09,650
on 225 tonnes 17,850
510 | 2,37,150 510 |2,37,150
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Process No. 3 Account

Particulars Tonnes Amount Particulars Tonnes | Amount
(Rs.) (Rs.)
To Process No. 2 A/c 255 1,09650 | By Sale of scrap @ Rs. 50 per tonne 51 2,550
To Wages and Expenses 10,710 | By Loss in Weight 20% 51 —
By Process No. 3 Stock A/c
@ Rs. 770 per tonne 153 | 1,17,810
255 | 1,20,360 255 11,20,360
Process No. 3 Stock Accosunt

Particulars Tonnes Amount Particulars Tonnes | Amount
(Rs.) (Rs.)
To Process No. 3 A/c 153 | 1,17,810 | By Sale @ Rs. 800 per tonne 153 11,22,400

To Profit @ Rs. 30 per tonne 4,590
153 | 1,22,400 153 |1,22,400

Profit and Loss Account

Rs. Rs.
To Management Expenses 17,500 By Process No. 1 Stock A/c 15,000
To Selling Expenses 10,000 By Process No. 2 Stock A/c 17,850
To Interest on Capital 4,000 By Process No. 3 Stock A/c 4,590

To Net Profit 5,940
37,440 37,440

IMustration 16.

Product ‘Z’ is obtained after it passes through three distinct processes. The following information is
obtained from the accounts for the month ending Dec., 31, 2001 :

Items Total Process
1 11 111
Rs. Rs. Rs. Rs.
Direct Materials 7,542 2,600 1,980 2,962
Direct Wages 9,000 2,000 3,000 4,000
Production Overhead 9,000 — — —

1,000 units at Rs. 3 each were introduced to process I. There was no stock, materials or work-in-progress
at the beginning or end of the period. The output of each processes passes direct to the next process and finally
to finished stores. Production overhead is recovered at 100 per cent of direct wages. The following additional
data are obtained :

Percentage of  Value of Scrap

Process Output during Normal Loss to per Unit
Input Rs.
Process I 950 5% 2
Process 11 840 10%
Process II1 750 15% 5

Prepare process cost accounts and normal abnormal gain or loss accounts. [C.A. Final]
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Solution : Process I Account
(For the month ending December 31, 2001)
Particulars Units Per Amount Particulars Units Per | Amount
unit (Rs.) unit (Rs.)
To Units Introduced 1,000 3 3,000 By Normal Loss 50 2 100
To Direct Materials 2,600 | By Transferred to
To Direct Wages 2,000 to Process 11 950 10 9,500
To Production Overhead 2,000
1,000 9,600 1,000 9,600
Process II Account
(For the month ending December 31, 2001)
Per Amount Per | Amount
Particulars Units| unit (Rs.) Particulars Units unit (Rs.)
To Transfer from Process I 950 10 9,500 | By Normal Loss 95 4 380
To Direct Materials 1,980 | By Abnormal Loss 15 20 300
To Direct Wages 3,000 | By Transferred to
To Production Overhead 3,000 Process II1 840 20 16,800
950 17,480 950 17,480
Process III Account
(For the month ending December 31, 2001)
Per Amount Per | Amount
Particulars Units |unit (Rs.) Particulars Units unit (Rs.)
To Transfer from Process II | 840 | 20 16,800 | By Normal Loss 126 5 630
To Direct Materials 2,962 | By Finished good
To Direct Wages 4,000 stock A/c (transfer)| 750 38 28,500
To Production Overhead 4,000
To Abnormal Gain 36 38 1,368
876 29,130 876 29,130
Abnormal Gain Account
Per Amount Per | Amount
Particulars Units | unit (Rs.) Particulars Units unit (Rs.)
To Normal Loss (shortfall) 36 5 180 | By Process III 36 38 1,368
To Profit and Loss A/c (gain) 1,188
36 1,368 36 1,368
Abnormal Loss Account
Per Amount Per | Amount
Particulars Units |unit (Rs.) Particulars Units unit (Rs.)
To Process 11 15 ] 20 300 |By Sale Proceeds of
Scrap 15 4 60
By Profit & Loss
Alc (Loss) 240
15 300 15 300
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Illustration 17.
A product passes through three processes A, B and C. The normal wastage of each process is as follows:
Process A—3%; Process B—5% and Process C—8%.

The wastage of Process A was sold at 25 paise per unit, that of Process B at 50 paise per unit and that of
Process C at Re. 1 per unit. 10,000 units were issued to Process A in the beginning at the cost of Re. 1 per unit.
The other expenses were as follows :

Process A Process B Process C
(Rs.) (Rs.) (Rs.)
Sundry Materials 1,000 1,500 500
Labour 5,000 8,000 6,500
Direct Expenses 1,050 1,188 2,009

The actual output was :— 9,500 units; 9,100 units and 8,100 units for process A, B and C respectively.

Prepare the Process Accounts, assuming that there were no opening and closing stocks. Also give the

Abnormal Wastage and Abnormal Gain Accounts. [B. Com., K.U.K.—April, 1992]
Solution : Process ‘A’ Account
Particulars Units Amount Particulars Units |Amount
Rs. Rs.
To Unit Introduced 10,000 10,000 | By Normal Wastage @ Rs. 25
To Sundry Materials 1,000 paise per unit 300 75
To Labour 5,000 | By Abnormal Wastage 200 350
To Direct Expenses 1,050 | By Process B (Output Transferred) | 9,500 16,625
10,000 17,050 10,000 17,050
The value of Abnormal Wastage in Process A is ascertained as follows :
Normal Output 10,000 — 300 = 9,700 Units
Normal Cost 17,050 - 75 = Rs. 16,975
16,975
Therefore, Normal Cost of One Unit = W = Rs. 1.75.

-+ Cost of Units of Abnormal Wastage is 1.75 x 200 = Rs. 350

As, the abnormal wastage is sold for 25 paise per unit, therefore the amount of loss to be transferred to P
& L A/c shall be Rs. 350 — 50 = Rs. 300.

Abnormal Wastage Account (Process A)

Particulars Units Amount Particulars Units | Amount

Rs. Rs.

To Process A 200 350 | By Sale of Scrap @ 25 paise per unit | 200 50
By P/L A/c (Loss) 300

200 350 200 350




27,027.50% 9,100

9,025

ufshan ar e fafa 359
Process ‘B’ Account
Particulars Units Amount Particulars Unit Amount
(Rs.) (Rs.)
To Process A 9,500 [16,625.00 | By Normal Wastage (sale
To Sundry Materials — | 1,500.00 @ Rs. 0.50 per unit) 475 237.50
To Labour — | 8,000.00 | By Process C (output transferred) | 9,100 | 27,300.50
To Direct Expenses — | 1,188.00
To Abnormal Effectiveness 75 225.00
9,575 [27,538.00 9,575 | 27,538.00
The value of Abnormal Effectiveness in Process B is ascertained as follows :
Normal Cost— Rs. 27,313 — Rs. 237.50 = Rs. 27,075.50
Normal Output— 9,500 — 475 = Rs. 9,025
Cost of 9,100 Units— = Rs. 27,300.50
) 27,027.50 %75
Cost of 75 Units = —9’025 = Rs. 225.
Abnormal Effectiveness Account
Particulars Units Amount Particulars Unit Amount
(Rs.) (Rs.)
To Normal Wastage 75 37.50 | By Process A/c 75 225.00
To P & L A/c (Loss) 187.50
75 225.00 75 225.00
Process ‘C’ Account
Particulars Units Amount Particulars Unit Amount
(Rs.) (Rs.)
To Process B 9,100 |27,300.50 By Normal Wastage (8%)
To Sundary Materials — 500.00 (sale at Re. 1 per unit) 728 728.00
To Labour — 6,500.00 By Abnormal Wastage 272 1,156.00
To Direct Expenses — 2,009.00 By Finished Stock A/c 8,100 34,425,50
9,100 [ 36,309.50 9,100 36,309.50

The Abnormal Wastage is ascertained as follows :—

Normal Cost of One unit is Rs.

Normal Cost of 272 unit is Rs.

Normal Output = 9,100 — 728 = 8,372 Units

Normal Cost = Rs. 36,309.50 — Rs. 728 = Rs. 35,581.50

35,581.50
8,372

35,581.50
8,372

x 272 =Rs. 1,156.

As, the abnormal wastage is for Re. 1 per unit, therefore, the amount of loss to be transferred to P & L
Al/c shall be Rs. 1,156 — Rs. 272 = Rs. 884.
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Abnormal Wastage A/c

Particulars Units Amount Particulars Unit Amount
(Rs.) (Rs.)

To Process C 272 1,156 | By Sale of Scrap (272 units

@ Re. 1 per unit) 272 272
By P/L A/c (Loss) 884
272 1,156 272 1,156

3r: "fshanr <y

(Inter-Process Profits)

FH-Hft o Al @ew g g8 T 9ust o o 5 9Re ufkaw g e aa @
HRTH JAIHP AT S IR Jod B AJAR b1 S| 59 TR TAS Tihal gR1 <19 A1 8 T2
SRR A1 T Hfshan ot gEreran el afshar @ gerelen a1 srgereran g1 gHIfad S gkt fd At
& w1at &1 IR ou W 9k § SHe AR W Sfe B ¥, TAE WK § §B A1 99l Sie |
31 Afhd Al & dETed Bl s dgf & = A B

(i) g% S SN B fog 9ga RS & S org [ A areR 3 o 3R |ad B Ak 9 R
@ Irg-Mffa wa &1 IR Yo W@a I gR1 SWIfed &y WY 9 $ A |§ FH g, 9 @I A
B Bl IYET 3 9N W RIS o AR

(if) WD AfHAT Bt FIAT TN Tad B a4 | RuiRer fFa o1 a@a & ®@ifd e afea §
S FIEIA B BRI § gl B INTel ufshan A gwarRa =& fFan s

It 9% T <@ & ar=Ie: U gfshar &1 Affa Ara (Finished Goods) @€t ufshan & S@a ARG
R & TG fhar S g1 Ry HW-it go fave aRRufal | (e sewi @ ofcd =g) fRiffa e
P TRV AR W A B, dfed ard d v [l ufderg @ o s fa oman 81 01 &4
$ Y= PRI T4 I Fferfea €
(1) 9fshan @ ARG @1 MU-" @ & forw aifd s w=fRua vell 3 ufthan & arafds e 6t
SHBR 9 8 9B |

(2) IS Ffshal B BRIGIET o B B forg [Affa 71e a1 [ + av ) swraRa fdan s
g1 Al f&f ufdban 3t ar IR o @ ft 3if¥e It g | 0 Ten |9 ufha @ < e
ATl B! 9I6TR QA X fordl S 2

(3) faeft ft ufehan @t o A B e BT b B ¥ T T M XET AR fH A
FHAM B ST G AT FAF F ATVl IR Bl FHR T A4 &Ha A 310 7 wahd ¥ iR
F9 M| aRTa | HAR T AN G A9 HA Pl A BT JATRHD AT PRSD & IR Bl
JMher fhan o daar B

(4) IAP AfHA1 BT JaATHD NI A B forg, aifes =ell § HH Fxa =T B Ap1 o1 T |

(5) PR B WI B AU 3B W B o1 A F=M & Fvfga g i [ffa e &1 @ + e

R AR fan S ? 1
ATl B TR B AfRi—vfshan g1 A qra 1 ol W) SR B39 A ufshar @) ar<fa®
AN &1 S19 =181 8 U ¥ ifds wer afshan & a1 areht ufbaisit # 99 gy ofvm wie # o 3t
) aftafera et @1 I sif~aw <efaan am arell gfthan & forg yRfRre vefaar a9 Siren &1 3ra: 3R arel
afsbansil @ IRAfAP AR BT B HRAT SAfed B WAl 81 ATH R ST=<IR-Ufhdl EX=aRol &) U g1
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3ot Y g 4t B b e | S A1 SiieT T € 98 aR<fd® (Real) 9 8ldR dIedi-ie (Notional) BT
&, Wifes AT B aR<a | I=1 TE T 71 IS BRI T b AP ik & v wie A T age gy
(Unrealised Profit) @1 J1f21 P S BT Maeaqd & Sl & |
T (Solution)—¥fhal  aRafdd AN Ta Wid H Affera 51 avfd §T @4l &l oI &3 ©g
gfshal @ 990 99T A9 q1dl 1 SO @1 S -
(1) vA® ufshar @ ¥ Sfde 9 Hfee val § N9-T9 @H (Three Columns) IR S &, S HHE:
AT (Total), AT (Cost) T ¥ (Profit) & forg 211 €1
(2) 31f<a\ =A@ (Closing Stock) B dfshar @A & ®fsc ver 9 9 [R@mdx, Sfdc uer 94 A ge@wx
fewman < 21
(3) 3~ i oI Sfde ver § | ger A qd IHG AN 9 IFH affafera o @t i &1 uRaser
=1 = @ wegm @ fan S 2
Total of Cost Column

Cost of Stock = X Value of Closing Stock.
Total of Total Column

IuYeh A ¥ AW A B A AFE, A9 g G Jed DI HAL: ARM, A9 AN D G
A 9 ger fan s 2

(4) ar<fde g SrTE B TOET A G gR B S A 8-

Actual Realised Profit = Amount of Estimated Profit + Amount of Profit included in Opening Stock

— Amount of Profits included in Closing Stock.
Illustration 18.
TS Ufhd FREM & Afhal ‘e’ iR gfhan ‘ars’ @ 9w | = g & 18 3

The following are the details in respect of Process X and Process Y of a processing factory :

Process Process

X Y

Rs. Rs.

Material 10,000 —
Labour 10,000 14,000
Overheads 4,000 10,000

The output of Process X is transferred to Process Y at a price calculated to give a profit of 20% on the
transfer price and the output of Process Y is charged to Finished Stock at a profit of 25% on the transfer price.
The finished department realised Rs. 1,00,000 for the finished goods received from Process Y. You are asked
to show Process accounts and total profit assuming there were no opening and no closing work-in-progress.

Solution :
PROCESS X ACCOUNT

Particulars Rs. Particulars Rs.
To Materials 10,000 | By Transfer to process Y 30,000

To Labour 10,000

To Overheads 4,000

To Profit-20% of transfer price 6,000
30,000 30,000
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PROCESS Y ACCOUNT
Particulars Rs. Particulars Rs.
To Transfer from Process X 30,000 | By Transfer to Finished Stock 72,000
To Labour 14,000
To Overheads 10,000
To Profit (20% on transfer price) 18,000
72,000 [ 72,000
FINISHED STOCK ACCOUNT
Particulars Rs. Particulars Rs.
To Transfer from Process Y 72,000 | By Sales 1,00,000
To Profit and Loss A/c 28,000
1,00,000 1,00,000
PROFIT AND LOSS ACCOUNT
Particulars Rs. Particulars Rs.
To Total Costing Profit 52,000 | By Profit on Process X 6,000
By Profit on Process Y 18,000
By Profit on Sales 28,000
52,000 52,000

IMustration 19.

‘31" 9fsha &1 I ‘T AfhA B TR & A 20% FHSHR AT a1 St g1 ‘T ufshan &1
IareH I HME YR wR [Affa et o1 arct fasn smar g1 31 R, 2000 @ wfba & v | A=
A1 9T B W

The output of Process A is charged to Process B at 20% on the transfer price. The output of Process B is
charged to finished stock on a similar basis.

At 31st December, 2000 the following information with regard to the process is ascertained :

Process A Process B

Rs. Rs.

Stock on 1-1-2000 1,100 1,500
Material consumed 14,500 6,075
Direct labour 11,400 16,000
Overhead 8,180 3,500
Stock on 31-12-2000 1,800 2,800

1 Sast 2000 B Fffa S @1 i@ 1,000 To &1 o Fon 31 f&=R, 2000 B 1,500 To HI AT
¥ wR A faml 95,000%0 H gS 1 wEA ufshal Ieie aRfa ufhar § Yo uRea W qeared far
g1 ufba @ den e wie ey don smra anil o & § 7 W@ g §9 JM F[ i

Finished product in stock on Ist January, 2000 was valued at Rs. 1,000 and at 31st December, 2000 at Rs.
1,500. Sales amounting to Rs. 95,000 were effected during the year. All process stocks have been valued at
prime cost to the process concerned. Show the Process Account, Finished Stock Account and ascertain the total
profits ignoring reserve the unrealised profits.
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Solution :
Process A A/c
Particulars Rs. Particulars Rs.
To Opening Stock 1-1-2000 1,100 [ By Closing 31-12-200 1,800
To Material Consumed 14,500 | By Process B A/c:
To Direct Labour 11,400 Cost of Production 33,380
To Overhead 8,180 + Profit @ 25% on
To Profit @ 20% on transfer price 8,345 cost or 20% on
transfer price 8,354 41,725
43,525 43,525
Process B A/c
Rs. Rs.
To Stock on 1-1-2000 1,500 | By Stock 31-12-2000 2,800
To Process A A/c output transferred 41,725 | By Finished Stock A/c :
To Material Consumed 6,075 Cost of production 66,000
To Direct Labour 16,000 + Profit @ 25% on Cost
To Overhead 3,500 Cost or 20% on transfer
To Profit @ 20% on transfer price 16,500 price 16,500 82,500
Rs. 85,300 Rs. 85,300
Finished Stock A/c
Rs. Rs.
To Stock 1-1-2000 1,000 |By Stock 31-12-2000 1,500
To Process B A/c : Output transferred 82,500 |By Sales 95,000
To Profit 13,000
96,500 96,500
Total profit : Rs.
Process A 8,345
Process B 16,500
Finished Stock 13,000
Total Rs. 37,845 Ans.

3=: ufshar I &1 FEEoH (Adjustment for inter-process profits)

I8 Ue S faxii Rigr & & Rafd fiaror & Stea 9 wie &1 Yoaie dar 96 31 96k 4o
Sl SF1 A P 81, 9 BRI AT | AN A Gl A A0l UR A g8 AN’ | g1 316 I8 AaeD
g fh JEied ad & o W uAS UfhA1 A 99 Y WTF AT TR A b Wi J afAfera a1 St
HR AT AT TP I Bl W U A AR HA A DI AN 81 8 A, 36 T IuGad AR A
TIh BN 91 FR TR Al S TP qAT TAS Tihal & i< Wi & e A Mavad FreH By 9H
AP g1 9 AfIRF T Jeu ufdad gear-gedr &1 81 o/ ©iF diY o IRRAM & rgar
TSI I1 981 TS Fhdl &1 31=1: Ufhal ol & durivH @ g A= Saexvil 9 W< 8 o |
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Illustration 20.

Ui 9Tl 631 & ol Uop Ieare ‘31’ e ‘F’ ufshansil | YoiRal g1 ‘31 "fshan &1 Swre ‘g’ qihan
P TR o TR 20% 9 ST aTol fhal el g, 92 ‘a’ ufsban &1 S [Afdfa v« ax o
TR oI R 25% <19 SIS arot fhar S 21

Aferfaa gamn 31 fRawr ot R T 21 (31 RwwaR 31 fa=dt i ufsban & &g fhasmor-ard
e o)

A product passes through two processes to completion viz., A and B. The output of process A is charged

to process B at a price, calculated to give a profit of 20% on the transfer price and the output of process B is
charged to finished goods account at a price calculated to give a profit of 25% on the transfer price.

The following information is shown as on 31st December (there was no partly finished work in any
process on 31st December) :

Process A Process B

Rs. Rs.

Materials 10,000 30,000
Labour 14,000 25,000
Stock—31st December 4,000 11,000

Of the output transferred to finished stock, stock costing Rs. 15,000 remained unsold at the end of accounting
period and the balance realised Rs. 1,40,000.

Show : (a) Process Accounts and total profits,
(b) Vaule of closing stocks for balance sheet purposes.
Solution : Process A Account
Total Cost | Profit Total Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To  Materials 10,000 10,000 — By Process B A/c | 25,000 | 20,000 5,000
To Labour 14,000 14,000 —
Total 24,000 24,000 —
Loss : Closing Stock c¢/d | 4,000 4,000 —
Prime Cost 20,000 20,000 —
To Gross Profit 25%
on cost 5,000 — 5,000
25,000 20,000 | 5,000 25,000 | 20,000 5,000
Stock b/d 4,000 4,000 —

Process B Account

Total Cost Profit Total Cost Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Process A-Transfer 25,000 20,000 5,000 [ By Finished
To Material 30,000 30,000 — Stock A/c 92,000 64,687.50 | 27,312.50
To Labour 25,000 25,000 —
Total 80,000 75,000 5,000
Less : Closing Stock c/d 11,000 ]10,312.50 687.50
Prime Cost 69,000 |64,687.50 | 4,312.50
To Gross Profit 1/3 on cost 23,000 —123,000.00
92,000 |64,687.50 (27,312.50 92,000 64,687.50 | 27,312.50

Stock B/d 11,000 |10,312.50 687.50
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Finished Stock Account
Total Cost Profit Total Cost Profit
Rs. Rs. Rs. Rs. Rs. Rs.

To Process B-Transfer 92,000 | 64,687.50 | 27,312.50 By Sales 1,40,000 54,140.63 85,859.37
Less : Closing Stock c/d 15,000 | 10,546.87 4,453.13
77,000 | 54,140.63 | 22,859.37

To Gross Profit 63,000 — | 63,000.00
1,40,000 | 54,140.63 | 85,859.37 1,40,000 | 54,140.63 | 85,859.37
Stock b/d 15,000 | 10,546.87 4,453.13
Closing Stock at cost for B/S. Reserve for unrealised Profit
Process A 4,000 Process A Nill
Process B 10,312.50 Process B 687.50
Finished Stock 10,546.87 Finished Stock 4,453.13
Total Rs. 24,859.37 Total Rs. 5,140.63
Ilustration 21.

T % QUi @ ¥ qd U qen ‘Y —<1 ufhansil 3 S} Yoell g1 Wfsha ‘T @1 Scared, dfban |t
P AN H 20% SlishR eidiRd fhar Sen 8 921 ¥l YR JaR A1, 9OR Cfh Wi B arTd
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A product passes through two processes—A and B to completion. Output of Process A is transferred to

process B at cost plus 20% and finished goods is similarly transferred to Finished Stock Account at cost plus a
profit of 20% on transfer price. On 31st December 2000, the following information is given to you :

Process A Process B

Rs. Rs.

Materials 10,000 30,000
Labour 15,000 21,000
Closing Stock (valued at prime cost) 5,000 15,000

TR ©IF ¥ ¥, 30,000 Fo & o P WIdh gRA A1, TA1 9 60,000 o H Ia1 fam wan| gfshan
TAT TR TP W 91| IR<fded o1y den 3if~ad i 3t PR ff gwifsu|

Out of the finished stock, stock valued at Rs. 30,000 was in hand and the rest was sold for Rs. 60,000.
Prepare the Processes and Finished Stock Accounts. Show the amount of actual profit and closing stock also.

Solution :
PROCESS A ACCOUNT
Particulars Total Cost Profit Particulars Total Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Materials 10,000 10,000 — | By Closing Stock 5,000 [ 5,000 —
To Labour 15,000 15,000 — | By Transfer to
Prime Cost 25,000 25,000 — Process B 24,000 |20,000 4,000
To Profit 4,000 — —
29,000 25,000 4,000 29,000 |25,000 4,000
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PROCESS B ACCOUNT
Particulars Total Cost Profit Particulars Total Cost | Profit
To Transfer from By Closing Stock 15,000 | 14,200 800
Process A 24,000 20,000 4,000 | By Transfer to
To Materials 30,000 30,000 — Finished Stock A/c| 75,000 |56,000 | 18,200
To Labour 21,000 21,000 —
Prime Cost 75,000 71,000 4,000
To Profit 15,000 — | 15,000
90,000 71,000 | 19,000 90,000 | 71,000 | 19,000
FINISHED STOCK ACCOUNT
Particulars Total Cost Profit Particulars Total Cost | Profit
To Transfer form By Closing Stock 30,000 |22,720 7,280
Process B 75,000 56,800 | 18,200 |By Sales 60,000 |34,080 | 25,920
To Profit 15,000 — | 15,000
90,000 56,800 | 33,200 90,000 |56,800 | 33,200
Total actual profit for the year will be as under :
Rs. Rs.
Process A 4,000
Process B 15,000
Less : Reserve for unrealised profit 800 14,200
Finished Stock : 15,000
Less : Reserve for unrealised profit 7,280 7,220
25,920
Closing stock would be as follows :
Process A 5,000
Pocess B 15,000
Less : Reserve 800 14,200
Finished stock 30,000
Less : Reserve 7,280 22,720
41,920

Working Notes :
(1) Cost of closing stock has been calculated as under :

In process A, closing stock has been valued at Rs. 5,000. It does not include any profit since this valuation
is at cost.

In process B, closing stock has been valued at Rs. 15,000 (at prime cost), but here some amount of profit
has been included because the goods from Process A have been transferred to Process B at a profit. The closing
stock has been valued on the basis of Rs. 75,000 (the total prime cost in Process B) whereas its cost is Rs. 71,000
(Rs. 4,000 being the amount of profit included in it). Therefore, the cost of closing stock shall be :

x Rs. 15,000 i.e., Rs. 14,200.

The remaining Rs. 800 shall be amount of reserve for unrealised profit.
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In Finished Stock Account, closing stock has been valued at Rs. 30,000, which also includes a portion of
profit not realised. The actual cost in Finished Stock Account is Rs. 56,800, though the goods have been
transferred at a value of Rs. 75,000. Therefore, the cost of closing stock shall be :

Rs. 56,800
Rs. 75,000

(2) Profit of 20% on cost of Rs. 20,000 (i.e., Rs. 25,000 — Rs. 5,000) has been taken in Process A.

Profit of 20% on transfer price i.e., 25% on cost of Rs. 60,000 (Rs. 75,000 — Rs. 15,000) has been taken in
Process B.

x Rs. 30,000 i.e., Rs. 22,720.

Alternatively, the accounts may be prepared as follows :

PROCESS A ACCOUNT
Particulars Amount Particulars Amount
To Materials 10,000 [ By Closing Stock 5,000
To Labour 15,000 | By Transfer to Process B 24,000
To Profit 4,000
29,000 [ 29,000
PROCESS B ACCOUNT
Particulars Amount Particulars Amount
To Transfer from Process A 24,000 [ By Closing Stock 15,000
To Materials 30,000 | By Transfer to Finished Stock A/c 75,000
To Labour 21,000
To Profit 15,000
90,000 90,000
FINISHED STOCK ACCOUNT
Particulars Amount Particulars Amount
To Transfer from Process B 75,000 | By Closing Stock 30,000
To Profit 15,000 | By Sales 60,000
90,000 90,000
Total Profit shown :
Process A Rs. 4,000
Process B Rs. 15,000
Process C Rs. 15,000
Rs. 34,000

However, this cannot be taken as the true profit of the business as a whole. Goods have been transferred
from process A to B and from Process B to Finished stock at a profit. Therefore, the closing stock of Process B
and Finished stock accounts contain some unrealised profit. Adequate provisions for this unrealised profit
should be made in the accounts.

Calculation of reserve for unrealised profit

Process B : Stock of this process has been valued at prime cost, which consits of :
Product received from Process A Rs. 24,000
Material & Labour in Process B Rs. 51,000

Rs. 75,000
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24,000
75,000

cost has been charged in case of Process A. Therefore, the amount of provision required is :

Stock of this process, therefore, consists of of the product from Process A. A profit of 20% on

24000 20 Re. 800
75000 " 120 T O

Rs. 15,000 x

Finished Stock : The unsold stock consists of products of processes A and B. Process B has charged a
profit of 20% on transfer price.
The provision for unrealised profit, therefore, should be sum of i.e., Rs. 6,000.

The cost of this stock in Process B was Rs. 24,000 (i.e., Rs. 30,000 — Rs. 6,000). Stock in Process B consists 24/
75 of Process A and the profit uncluded therein is 20% of cost. The provision for unrealised profit will, therefore,
be :

20
Rs. 24,000 x x —— =Rs. 1280.
120

Unrealised profit in finished stock = Rs. 6,000 + Rs. 1,280 = Rs. 7,280

Total Reserve for unrealised profit :

Rs.

Process B 800
Finished stock 7,280
8,080

Actual Profit = Rs. 34,000 - Rs. 8,080 = Rs. 25,920.
Illustration 22.
it I BfAFA IR TH WA g9 7, S QUi B9 | gd <9 afshaei | omar 21 A wfdkang v,
d’ e M 1 31 fAwwR 2000 B GHTE gU a9 @ R drE d@i 9 A sifes Sude 8-
Shri Ram Chemical Works manufactures a chemical which passes through three processes before

completion. The processes are A, B and C. The following data are available from the costing records relating
to the year ending on December 31, 2000 :

Process A Process B Process C

Rs. Rs. Rs.

Opening stock of work-in-progress Nil Nil Nil
Materials consumed 2,000 3,000 1,000
Labour and overheads 3,000 2,000 4,000
Closing stock 1,000 2,000 3,000

TAF Ufshal H§ i &1 qiie S ARhaT B FREMT AR R fhar & 7

& Ufhal & IS Bl IFTell Fihal # SRR o W 20 U oM & SR W At g qea
R I1o fbar orar 81 9fthan ) &1 Sded dOR Wih W | 39 YR W) & dArot fban S 21

31 feg=R 2000 B AR |1l Bl Wfd 2,000 Fo AT Y AT Dl 18,000 o # 9= faar | ufshan
O gE1SY |
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Stock in each process has been valued at factory cost to the process.

369

The output of each process is charged to the next process at a price calculated to give a profit of 20% on
the transfer price. The output to process C is also charged to Finished Stock Account on the same basis.

The stock of finished goods in hand on 31st Dec., 2000 was Rs. 2,000. The rest were sold for Rs. 18,000.

You are required to prepare the process accounts.

Solution : PROCESS A ACCOUNT
Particulars Total Cost Profit Particulars Total | Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Materials consumed 2,000 | 2,000 — | By Closing Stock 1,000 | 1,000 —
To Labour and overheads | 3,000 | 3,000 — | By Transfer to Process B | 5,000 | 4,000 | 1,000
5,000 | 5,000 —
To Profit 1,000 — 1,000 6,000 | 5,000 [ 1,000
6,000 | 5000 1,000
PROCESS B
Particulars Total Cost Profit Particulars Total | Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Transfer from By Closing Stock 2,000 | 1,800 200
Process A 5,000 | 4,000 1,000 | By Transfer to Process C {10,000 | 7,200 | 2,800
To Materials consumed 3,000 | 3,000 —
To Labour and overheads | 2,000 | 2,000 —
10,000 | 9,000 1,000
To Profit 2,000 — 2,000
12,000 | 9,000 3,000 12,000 | 9,000 | 3,000
PROCESS C
Particulars Total Cost Profit Particulars Total | Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Transfer from By Closing Stock 3,000 | 2,440 560
Process B 10,000 | 7,200 2,800 | By Finished Stock A/c 15,000 | 9,760 | 5,240
To Materials consumed 1,000 | 1,000 —
To Labour and overheads | 4,000 | 4,000 —
15,000 [12,200 2,800
To Profit 3,000 — 3,000
18,000 [12,200 5,800 18,000 (12,200 [ 5,800
FINISHED STOCK ACCOUNT
Particulars Total Cost Profit Particulars Total | Cost | Profit
Rs. Rs Rs. Rs. Rs. Rs.
To Transfer from By Closing Stock 2,000 1,301 699
Process C 15,000 | 9,760 5,240 | By Sales 18,000 (8,459 | 9,541
To Profit 5000 — 5,000
20,000 |9,760 [ 10,240 20,000 (9,760 (10,240
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Total actual profit for the year is as follows :

Rs.
Process A 1,000
Process B Rs. 2,000
Less: Reserve for unrealised profit 200 1,800
Process C Rs. 3,000
Less: Reserve for unrealised profit 560 2,440
Finished Stock Rs. 5,000
Less: Reserve for unrealised profit 699 4,031
Rs 9,541
In Balance Sheet, Closing stock would appear as follows : Rs.
Process A 1,000
Process B Rs. 2,000
Less: Reserve 200 1,800
Process C Rs. 3,000
Less: Reserve 560 2,440
Finished stock Rs. 2,000
Less: Reserve 699 1,301
RS.W
Working Notes :

Cost of closing stock has been calculated as under :

Process B : X Rs. 2,000 = Rs. 1,800
Rs. 12,200
Process C : Rs. 15,000 X Rs. 3,000 = Rs. 2,440
o Rs. 9,760
Finished Stock : Rs. 15,000 X Rs. 2,000 = Rs. 1,301
Illustration 23.

T% g Yol B TN TR ¥EMP B ARG 8 A gd <A ufbansl | SR Yol 81 Sadt 2000
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A product passes through three processes before it is completed and transferred to finished stock. From
the following data relating to the month of January, 2000, prepare process account.

Process Process Process Finished

1 11 111 stock

Rs. Rs. Rs. Rs.

Opening Stock 500 800 1,000 2,000
Direct Material 4,000 1,200 1,500 —
Direct Labour 3,500 4,000 3,500 —
Factory Overheads 2,000 2,400 2,000 —

Closing Stock 1,000 400 1,500 3,000
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Output of Process I to Process II of Process II to Process III, of process III to finished stock account is

transferred at a profit of 25%, 20% and 10% on transfer price, respectively.

Each process stock has been valued at Prime Cost.

Finished Stock has been valued at a price at which it was received from Process III.

Sales amounted to Rs. 40,000.

Provisions of internal process profits of Jan. 1, 2000 were as follows :

Rs.
Process I 140
Process 11 270
Process I11 650
Finished Stock 1,061
Solution : -
PROCESS I ACCOUNT
Particulars Total | Cost | Profit Particulars Total Cost | Profit
Rs. Rs Rs. Rs. Rs. Rs.
To Opening Stock 500 500 — | By Transfer to
To Direct Material 4,000 | 4,000 — Process 11 12,000 | 9,000 3,000
To Direct Labour 3,500 | 3,500 —
8,000 | 8,000 —
Less : Closing Stock 1,000 | 1,000 —
Prime Cost 7,000 | 7,000 —
Factory Overhead 2,000 | 2,000 —
Process Cost 9,000 | 9,000 —
Profit (25% on transfer price)| 3,000 — 13,000
12,000 | 9,000 | 3,000 12,000 | 9,000 3,000
PROCESS I1 ACCOUNT
Particulars Total | Cost | Profit Particulars Total Cost | Profit
Rs. Rs Rs. Rs. Rs. Rs.
To Opening Stock 800 660 140 | By Transfer to
To Transfer from Process 111 25,000 | 16,930 8,070
Process 1 12,000 | 9,000 3,000
To Direct Material 1,200 | 1,200 —
To Direct Labour 4,000 | 4,000 —
18,000 [ 14,860 | 3,140
Less : Closing Stock 400 330 70
Prime Cost 17,600 (14,530 3,070
To Factory Overhead 2,400 | 2,400 —
Process Cost 20,000 {16,930 3,070
Profit (20% on transferprice) | 5,000 —1 5,000
25,000 [16,930| 8,070 25,000 |16,930 8,070
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PROCESS III ACCOUNT
Particulars Total Cost Profit Particulars Total Cost Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening stock 1,000 730 270 | By Finished goods
To Transfer from stock account 35,000 | 23,563 | 11,437
process 11 25,000 16,930 8,070
To Direct Material 1,500 | 1,500 —
To Direct Labour 3,500 | 3,500 —
31,000 |22,660 8,340
Less : Closing Stock 1,500 | 1,097 403
Prime Cost 29,500 121,563 7,937
To Factory Overhead 2,000 | 2,000 —
Process Cost 31,500 [23,563 7,937
Profit (10% on transfer
price 3,500 — 3,500
35,000 |23,563 11,437 35,000 [ 23,563 |11,437
FINISHED STOCK ACCOUNT
Particulars Total Cost Profit Particulars Total Cost Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening stock 2,000 | 1,350 650 | By Sales 40,000 | 22,893 | 17,107
To Transfer from
Process 111 35,000 [23,563 11,437
37,000 |24,913 12,087
Less : Closing Stock 3,000 | 2,020 980
34,000 |22,893 11,107
Profit 6,000 — 6,000
40,000 (22,893 17,107 40,000 | 22,893 | 17,107
Total Profit for the month of January, 2000 will be as follows : Rs. Rs.
Process 1 3,000
Process 11 5,000
Add : Decrease in provision for unrealised profit 70 5,070
Process 111 3,500
Less : Increase in provision for unrealised profit 133 3,367
Finished stock 6,000
Less : Increase in provision for unrealised profit 330 5,670
17,107
In Balance Sheet, stocks will appear as follows : Rs. Rs.
Process 1 1,000
Process 11 400

Less : Provision 70 330




ufthar o fafa

Process 111

Less : Provision
Finished Stock
Less Provision

Working Notes :

1,500

403

3,000
980

Cost of closing stock in each case has been calculated as follows :

Process 2 :

Process 3 :

Finished stock :

IMustration 24.

14,860
18,000

22,660
31,000

x 1,500 = Rs. 1,097

24,913
37,000

x 400 = Rs. 330

x 3,000 = Rs. 2,020

373

1,097

2,020
4447

The output of process A is charged to process B at 20% on the transfer price. The output of process B is
charged to finished stock on similar basis.
On 31st December, 2001. The following information with regard to the process is ascertained :—

Stock (1-1-2001)
Material Consumed
Direct Labour
Overheads

Stock (31-12-2001)

Process A

(Rs.)
1,100
14,500
11,400
8,180
1,800

Process B
(Rs.)
1,500
6,075
16,000
3,500
2,800

On Ist January, 2001 finished product in stock was valued at Rs. 1,000 and on 31st December, 2001 at
Rs. 1,500. Sales amounting to Rs. 95,000 were effected during the year. All process stocks have been valued at
prime cost to the process concerned. Show the Process Accounts, Finished Stock Account and ascertained the
[B. Com., M.D.U.—September, 1993]

total profit ignoring reserve for unrealised profits.

Solution : Process ‘A’ Account
Particulars Total Cost Profit Particulars Total Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock b/d 1,100 1,100 — | By Process ‘B’
To Material 14,500 | 14,500 — A/c Transfer 41,725 133,380 8,345
To Direct Labour 11,400 | 11,400 —
27,000 | 27,000 —
Less : Closing Stock 1,800 1,800 —
Prime Cost 25,200 | 25,200 —
To Overheads 8,180 8,180 —
33,380 | 33,380 —
To Gross Profit
(25% on cost) 8,345 — 8,345
41,725 | 33,380 8,345 41,725 (33,380 8,345
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Process ‘B’ Account
Particulars Total Cost Profit Particulars Total Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock b/d 1,500 1,500 — | By Finished Stock
To Process ‘A’ Alc A/c (Transfer) 82,500 | 58,013 | 24,487
(Transfer) 41,725 | 33,380 8,345
To Material 6,075 6,075
To Direct Labour 16,000 | 16,000
65,300 [ 56,955 8,345
Less : Closing Stock 2,800 2,442 358
Prime Cost 62,500 | 54,513 7,987
To Overheads 3,500 3,500 —
66,000 [ 58,013 7,987
To Gross Profit
(25% on cost) 16,500 — 16,500
82,500 | 58,013 | 24,487 82,500 | 58,013 [ 24,487
Finished Stock Account
Particulars Total Cost Profit Particulars Total Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock b/d 1,000 1,000 — | By Sales 95,000 |57,953 | 37,047
To Process ‘B’ A/c
(Transfer) 82,500 | 58,013 24,487
83,500 [ 59,013 | 24,487
Less : Closing Stock 1,500 1,060 440
Prime Cost 82,000 [ 57,953 | 24,047
To Gross Profit 13,000 — 13,000
95,000 | 57,953 | 37,047 95,000 (57,953 | 37,047
(i) Actual Profit Realised
Profit Actual
Estimated included in Realised
Profit Stock Profit
Rs. Rs. Rs.
Process ‘A’ 8,345 =) — = 8,345
Process ‘B’ 16,500 =) 358 = 16,142
Finished Stock 13,000 =) 440 = 12,560
37,845 798 = 37,047
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(i) Valuation of Closing Stock for Balance Sheet
Closing Stock at Cost

(Rs.)
Process ‘A’ 1,800
Process ‘B’ 2,442
Finished Stock 5,302

Illustration 25.

A product passes through three processes, viz., A, B and C and then is transferred to finished stock. The
output of process A is transferred to process B at a Profit of 25% on transfer price and output of process B and
C is transferred at a profit of 20% each on transfer price.

The following information was obtained for the year 2001 :

Process Process Process Finished

A B C stock

Rs. Rs. Rs. Rs.

Opening Stock 5,000 6,000 4,000 15,000
Direct Materials 10,000 10,500 15,000 —
Direct Wages 7,500 7,500 8,000 —
Works Overheads 7,000 3,000 20,000 —
Closing Stock 2,500 3,000 2,000 7,500
Inter-Process Profit for Opening Stock — 1,000 1,000 5,500

Stocks in the process are valued at prime cost. The finished stock has been valued at the price at which it
was received from C. Sales of the finished stock amounted to Rs. 1,75,000. You are required to prepare.

(a) The Process Accounts and Finished Stock Account showing profit element at each stage.

(b) Compute the actual profits realised, and

(c¢) Show the stock valuation for B/S purpose. [B. Com., K.U.K.—April, 1993]
Solution :

(a) Process Accounts and Finished Stock Account showing profit :

Process ‘A’ Account

Particulars Total Cost Profit Particulars Total Cost Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock b/d 5,000 5,000 — | By Process ‘B’
To Material 10,000 | 10,000 — A/c Transfer 36,000 | 27,000 9,000
To Wages 7,500 7,500 —
22,500 122,500 —
Less : Closing Stock 2,500 2,500 —
Prime Cost 20,000 |20,000
To Work O.H. 7,000 7,000

27,000 |27,000 —
To Gross Profit
(33 1/3% on cost) 9,000 — 9,000
36,000 (27,000 9,000 36,000 | 27,000 9,000
Stock b/d 2,500 2,500 —
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Process ‘B’ Account
Particulars Total Cost Profit Particulars Total Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock b/d 6,000 5,000 1,000 |By Process ‘C’
To Profess ‘A’ (Transfer) | 36,000 | 27,000 9,000 A/c Transfer 75,000 |50,500 | 24,500
To Material 10,500 | 10,500 —
To Wages 7,500 7,500 —
60,000 | 50,000 (10,000
Less : Closing Stock 3,000 2,500 500
Prime Cost 57,000 | 47,500 9,500
To Works Overheads 3,000 3,000 —
60,000 | 50,500 9,500
To Gross Profit
(25% on cost) 15,000 — | 15,000
75,000 | 50,500 | 24,500 75,000 |50,500 | 24,500
Stock b/d 3,000 2,500 500
Process ‘C’ Account
Particulars Total Cost Profit Particulars Total Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock b/d 4,000 3,000 1,000 | To Finished Stock
To Process ‘B’ (Transfer)] 75,000 | 50,500 | 24,500 (Transfer) 1,50,000 {95,000 |55,000
To Material 15,000 | 15,000 —
To Wages 8,000 8,000 —
1,02,000 | 76,500 | 25,500
Less Closing Stock c/d 2,000 1,500 500
Prime Cost 1,00,000 | 75,000 | 25,000
To Works Overheads 20,000 [ 20,000 —
1,20,000 | 95,000 | 25,000
To Gross Profit
(25% on cost) 30,000 — | 30,000
1,50,000 | 95,000 | 55,000 1,50,000 {95,000 |55,000
Stock b/d 2,000 1,500 500
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Finished Stock Account
Particulars Total Cost | Profit Particulars Total Cost Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock b/d 15,000 9,500 5,500 | By Sales 1,75,000 [ 99,750 [ 75,250
To Process ‘C’ (Transfer)| 1,50,000 [ 95,000 | 55,000
1,65,000 [1,04,500 | 60,500
Less : Closing Stock 7,500 4,750 2,750
Prime Cost 1,57,500 | 99,750 | 57,750
To Gross Profit 17,500 — | 17,500
1,75,000 | 99,750 | 72,250 1,75,000 [ 99,750 [ 75,250
Stock b/d 7,500 4,750 2,750
(i) Calculation of Profit on Closing Stock
Process ‘A’ — No Profit
50,000
Process ‘B’— 60.000 x 3,000 = Rs. 2,500
Profit =3,000-2,500 = Rs. 500
o 76,500
Process ‘C’'— 1,02.000 x 2,000 = Rs. 1,500
Profit =2,000-1,500 = Rs. 500
1,04,500
Finished Stock Account 1.65.000 x 7,500 = Rs. 4,750
Profit =7,500-4,750 = Rs.2,750.
(i) Actual Realised Profit :
Profitin Profitin
Estimated Opening Closing Actual
Profit Stock Stock Profit
Rs. Rs. Rs. Rs.
Process ‘A’ 9,000 (+) — =) — 9,000
Process ‘B’ 15,000 (+) 1,000 - 500 15,500
Process ‘C’ 30,000 (+) 1,000 - 500 30,500
Finished Stock 17,500 (+) 5,500 = 2,750 20,250
71,500 +) 7,500 (- 3,750 75,250
(iii) Valuation of closing stock for Balance sheet purpose :
Rs.
Process ‘A’ 2,500
Process ‘B’ 2,500
Process ‘C’ 1,500
Finished Stock 4,750
Total 11,250
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(iv) Verification : A B C D
Cost of all processes = 88,500 (24,500 + 21,000 + 43,000)
+ Cost of Opening Stock = 22,500 Mat. + Labour + Over
1,11,000  Rs. (10,000 + 75,000 + 7,000)
Cost of Sales 99,750
Closing Stock 11,250

Iustration 26.

Product A passes through three processes before it is transferred to finished stock. The following information
is obtained for the month of July :

Process Process Il  Process I11 Finished Stock

Rs. Rs. Rs. Rs.
Opening Stock 5,000 8,000 10,000 20,000
Direct Materials 40,000 12,000 15,000 —
Direct Wages 35,000 40,000 35,000 —
Manufacturing Overhead 20,000 24,000 20,000 —
Closing Stock 10,000 4,000 15,000 30,000
Profit % on transfer price to next process 25% 20% 10% —
Inter-process profit for opening stock — 1,395 2,690 6,534

Stocks in processes are valued at prime cost and finished stock has been valued at the price at which it is
received from process III. Sales during the period were Rs. 4,00,000.

Prepare and compute :

(a) Process cost accounts showing profit element at each stage,

(b) Actual realised profit, and

(c) Stock valuation for Balance Sheet purpose. [C.A. Final]

Solution :
(a) Process ‘I’ Account

Particulars Total Cost Profit Particulars Total Cost Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock 5,000 5,000 — | By Transfer to
To Direct Material 40,000 | 40,000 — process 11 1,20,000 {90,000 (30,000
To Direct Wages 35,000 [ 35,000 —
80,000 | 80,000 —
Less : Closing Stock 10,000 | 10,000 —
Prime Cost 70,000 [ 70,000 —
To Mfg. Overheads 20,000 | 20,000 —
Process Cost 90,000 | 90,000 —
To Gross Profit (25%
on transfer price, or
33 1/3 on cost 30,000 — | 30,000
1,20,000 | 90,000 | 30,000 1,20,000 {90,000 (30,000
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Process ‘II’ Account
Particulars Total Cost | Profit Particulars Total Cost | Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock 8,000 6,605 1,395 | By Transfer to
To Transfer from — process 11 2,50,000 |1,69,303 |80,697
Process 1 1,20,000 | 90,000 [ 30,000
To D. Material 12,000 12,000 —
To D. Wages 40,000 | 40,000 —
1,80,000 [1,48,605 | 31,395
Less : Closing Stock 4,000 3,302 698
Prime Cost 1,76,000 |1,45,303 | 30,697
To Mfg. Overheads 24,000 24,000 —
Process Cost 2,00,000 11,69,303 | 30,697
To Gross Profit (20%
on transfer price, or
25% on cost) 50,000 — | 50,000
2,50,000 [1,69,303 [ 80,697 2,50,000 |1,69,303 |80,697
Process ‘III’ Account
Particulars Total Cost | Profit Particulars Total Cost| Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock 10,000 7,310 2,690 |[By Transfer to
To Transfer from Finished stock | 3,50,000 |2,35,6481,14,352
Process 11 2,50,000 |1,69,303 | 80,697
To Direct Material 15,000 15,000 —
To Direct Wages 35,000 | 35,000 —
3,10,000 [2,26,613 | 83,387
Less : Closing stock 15,000 [ 10,965 4,035
Prime Cost 2,95,000 12,15,648 | 79,352
To Mgf. O.H. 20,000 [ 20,000 —
Process Cost 3,15,000 (2,35,648 | 79,352
To Gross Profit (10%
on transfer price,
1/9 on cost) 35,000 — | 35,000
3,50,000 [2,35,648 |1,14,352 3,50,000 |2,35,64811,14,352
Finished Stock Account
Particulars Total Cost Profit Particulars Total Cost Profit
Rs. Rs. Rs. Rs. Rs. Rs.
To Opening Stock 20,000 13,466 6,534 | By Sales 4,00,000 | 2,28,916 (1,71,084
To Transfer from
Process 111 3,50,000 | 2,35,648 [1,14,352
3,70,000 | 2,49,114 ([1,20,886
Less : Closing Stock 30,000 20,198 9,802
Process Cost 3,40,000 | 2,28,916 (1,11,084
To Gross Profit 60,000 — 60,000
4,00,000 | 2,28,916 |1,71,084 4,00,000 | 2,28,916 (1,71,084
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Working Notes :
(a) Computation of Cost of Closing Stock and Unrealised Profit included therein :

Process I : Nil

CINCRC I

P 1 Cost of Closing Stock L48,605 4,000 = Rs. 3,302
rocess 1I : ost of Closing Stoc 1.80.000 X 4, =Rs. 3,
Profit Total — Cost = Rs. 4,000 — 3,302 Rs. 698.
C f Closing Stock M 15,000 = Rs. 10,965
Process III : ost of Closing Stoc 310,000 x 15, =Rs. 10,
Profit : Total — Cost =Rs. 15,000 — 10,965 Rs. 4,035.
inished k C f Closing Stock M 30,000 = Rs. 20,198
Finished Stock : ost of Closing Stoc 370,000 % 30, =Rs. 20,
Profit : Total — Cost = Rs. 30,000 — Rs. 20,198 Rs. 9,802.
(b) Computation of Actual Realised Profit :
Unrealised Profit Actual
Apparent Opening Closing Net Realised
Profit Stock Stock Profit
Rs. Rs. Rs. Rs. Rs.
Process 1 30,000 — — — 30,000
Process 11 50,000 1,395 698 + 697 50,697
Process 111 35,000 2,690 4,035 —1,345 33,655
Finished Stock 60,000 6,543 9,802 —3,268 56,732
Total 1,75,000 10,619 14,535 —-3916 1,71,084
(¢) Stock Valuation for Balance Sheet would be :
Cost of Stock : Rs.
Process 1 10,000
Process 11 3,302
Process 111 10,965
Finished Stock 20,198
Total 44,465
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31 9
ipd <9

(Integrated Accounts)

o fAufoh Bd @1 @i @ TP Wi ggfa = gsdl ® Sifd | Had mavae fAvenn aftd vRe
TR, SUPH T TFHAT Bl AR A1 PR & forg s gem $ehl &, Afig am-a1f @ den Rafd faawo
B AR B ArfRe Rl S @ forg a9 W) 9a el @11 gl vl sieran -vdiipd 8 Al
Bl IJI-UHIPd AW UG B I=ITd aFTa ol an faxiia @@l & fore u u-u a6 w@ran afddt vt i
&% e Okl ol 4§ aen 1 A ar[ ol J 1 fakii il 9 2 6 i & nuR W faveyor faa
I & Safd AN i@l H Ul AaeR Pl e Dl Ui SHE AN A1 YA & ol SrRIfgarR v
foban St 21 SereRund, fRY v 9wRa I9+ Bl fakia @l § U a1 R Tl fhan s, Ssefd dri bl
¥ Ja4 @t ¥f3 fafa= Suerl, ufhansii snfe & =mst w=e1 8t

e

(Meaning)

THigd e $1 31 d@id ot Uh Wi ughd | ® o are e fakia 91 o @ @@l & forg
TIh! PT Teh WS & ¥@N oIl ¥ UG 59 JPR 9t B & oy o va il < st & forg savas
o a1 we™ #R <) TY| 3 vEl A g ugfa WA anmd, fduRei, sraeRen =it wd el enf} @
A1 S GG PR D AR T A%, Tfha1 A1 SUBR Bl AR o HYA & g W gaen ge= Hei
gl UB gDl B forg o @1 wwa el 8, R & @R sroeit wsafri va aifdcal @R gut s
G q T B DI AATFHAS B AFAR -2 @rert qen R faexor TR &= 513 |

o
(Advantages)

39 UgR Bl UM A g w9 ¥ = v g 3

1. % & &1 31 S IR T FIAT IS T HB IAGAF @il B ol @ TS F AN @it
T2 =01 W 91 A Wl 98 GHRESH @il A Wl Ud GiEed dd-agl [{as
WM S99 9T 91 99 $1 g9d gl 21

2. 39 Ugfd A 9 i@l | @t 3ravas vd gunef <y affafera @ o @ 91 dRIa 3fiesl @)
a1 B w@a: § Sa @ A 21 YE vd fAvaaiia dar sifdsi | yawei | sneAfdvard o
ST B

3. @R T4 faiia geaast 1R 39 Y el &1 fAdE ¥ 9 $IE sravadar w8 Bkl w®ifd @y
a1 g1 @t T & af¥ e g

4. N wd O wH=Ral © Hea dgar 999 B Uil €1 g 920 {6 ane dwired vd faxia
AGIH Th TR D GRS &, 3P S} IHR AHSN 1 Al B |

5. Tif® d@re | Taihd d@ied 3t uga faey wu § SuErt 2
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Tl

(Disadvantages)

9 ugfa & = wifaat §—

1. S99 9Ef A o 9eM B4 H 8 Bl g1 P v 4 @[ @ fadiia @ 4 o @
JraTgEas @t gfd Fdl g, I8 wfed @ Wl g1

2. e fAarur IR B9 6 mavadar GATE T8l Bkil J@ifd, o om faafaa 7, 100 ufdea
THHROT ARIGAT G9d T8 8 Ui |

3. U Ugl 98 aari & forg Sugw wE ¥ wifs S= fava 9 are @ A g @ emear
TPl il B |

A AEIDHATE
(Basic Requirements)
gl o g sravadsart R E—
'Qiﬁw @ A &1 fRuiRon (Determination of the Degree of Integration)

FTAR DI AU THIBROI DY WA & T4 3 [0 a1 =91y | B a9 e AN I HIRET
AR & RO 9% & THIPRU A1 JRUGHS U B AFK d@l B I A 7 SURIW Had
TR WU ¥ & o a7 forg o B 1 gl 3R 959 9 a9 M1 Uil B quiaan Taieier R I R
A Rerfa # aa iR faxiia aeR] | 3R &= BfeF 81 91 91 TS Pl Ugd a1l | WAfAdar S
S =Ry |
AGiB ARl B 9 9% AERd Farafedi § YhADol
(Accumulation of accounting data in separate subsidiary ledgers)

fafi= auif 9 favafta fA=-A= YR & A P 3iiPps] DI U APH-U Ud AP Wd-d2A] § Thiad
fbar o =Ry A were @rd-afdl e §—

(i) fapa ErM-a@l—sud w3t AEd @ ARETd @WK B9 E

(i) PO-EFaE—gad Wil s @ aftha @[ B 2

(iii) R W98 —sq4 wie 4 W&l T Al @ Wik @ 9 4e & Wy § @ W o § |

(iv) CIP FWEIFE—CP d TR d1d @ e A W T=€Id 9 39 W98 § W o 2|

(v) SUPH GIe-a8 T1 9] P WIA-T&—ewR Wit STBR| & g 9 -y o @WK 39 @l a8

# @l o R
(vi) SURGY GI-aE—sTH PREMI, B 0 faha d faave SuRexdl & forg 1 o0 o% @
G W g
fFl®RoT (Coding)

FeIft famn wefae e Ry waited @x IR fdb o wad 7, auifd fordiaru 3t ugfa sava so=ms
I wfRe @ifd faf were arar-afdal | sitest o1 Sfia wffevo s gav @ sl o i gifye
TGP P A YIS Sl 7, T A DR BT A Iawyd B |
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Sererond, A ugfa Rfiexo & forg eroeg on @l 28—

(i) 918 | 9UH 3P FAl P ATID T FfAd B Ahal ¥ S¥—

1. PREFT T4

2. P g

3. faaror ==

(i) 3TTl | 3P W = & forg fAfde fhy o wwd & S—

12. I5<ael 519

13. I+

14. fmn va R

15. ufasg f2fQ 9 sere™

16. ATAB! BT IIRSIAS |

ST 31 IE ga b 114 wissfas g Swured favm & v g <=1 &1 gwiiem R srar a3
# aftafera w11 &; 213 widfad fas srafea sHarRal o e 7 a9+ et qen 215 wisfas fors
IO | wHfd aftpal @ vfasy RS sieem o w39 yeR 3 @ 3 13 B Wit Al @ A

&1 31 [t AT Y I A § IR I8 PREM, PR A1 fApa wa faazor fawrn @ e 8 s 1
A URH B aTel 99 AT BT AN BREET AT BEATTN Al ¥ YhR T8 hH deldl 2|

i B WY A U g1 sAfery avasd § ifd il o) savaddl arga afwadl @ forg oft gk
g O IR, HR-ARAFHIRGL, onfe & forg| srerenRal & forw Ja=n Fwush iffFgw 3t smavasasi &
AR T Bt SITERNY, HaTed! Bl 3T ol RS U Ub A g1 B 7M1 I S Wi FIi @1 A
TR S fhan Sen e Arbfae fae @ 4 # 21 3 16 @ R 21
fAg=u @@ (Control Accounts)

A W98l § I AeRe Wid-gg] @1 A= |l @1 o6l 8, "R a1 |9 @il 981
A= @ T8 v o 21 fafis R @x @ are o, aftera a9 GO a«l @ et
8, 9 Ea-ad § @ i 21 Udied a wran-ad § A R k@ e g

(i) AUETe™ Erda-agt Ra=or @)

(ii) ¥<id Er-a8 fAa=or @)

(iii) el B WAr-aE Ra=Ior @ (SUsr Wa-aE | awREiRE) |

(iv) FoIgR) fRg=Tor @

(v) SuRe fAa=o1 Wl (FREMI, BRI vd fIsha-faaror 2@l @ forn 0 o A= @« @re o

Ahd B) |

(vi) fafdy IR @1 @ a1 fOwa @r-aE Fa=o @ a1 g I9ERi B 9|

(vii) fafdg A eRI &1 @™ @1 B Ga-gE [RT=0 @/ A A dFERI B G|

(viii) 3re1 Yoft 9o a9 @ |
aﬂﬂ%’l’\ﬁ &1 faveyo (Analysis of Transactions)

T fafAd safd & R | FuEer Ra=ul, s/ Aa=or 9en SuRe fAa=vr |l | gof arsl, 5™

TN SUREl & HGERI 1 AN faveryvl fhan S g1 a@®d ad & 31 | a1 P D1 Sfde w=a aen
fafi= fAg=ru1 @Gl B pfec B AT BT TR B 1 S 2|
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q P ©Y § ol ﬁﬂ M 9/ 9g (Items to be considered separately)

(i) ®act faxdig Tl 9e—a<hg vofa & wel &1, 99 9@ ge, ol W et aft & & @ |
aftrfera 78 farg s W=y @rv-a1 @rar den Rufa faawor s & forg s 4 forg o €, srer ) o
faan s =nfRu|

(i) <l @1 FRASE—fear T amie, Sl § gvararon e qel @1 ft g ae o fhar s =R

(iii) STATERYT A T @RI —aINd @i @ S W AIYRYI Ud 3RIYRYT gif=al | off R b
S AT |

(iv) NP BT FEPAI—IIR 91 1] R & ©IF & qodied & ford ara va g gl 4
f=-f41 onuR 3rueY Wi €1 faRita ol W Yeaied 31 YR, WRTRG: AR e A1 96iR e Sl SF1
H P9 F—1 g1 Tafd dAFK oGl W Jedid o AN A1 SPREAFT AN 1 IA1EA Bl Fol AR IR b
S WhAl ¥ TR 92 oH-g den Rufd faaver e wwa eam | <@ o wnfu

wi-e wfaftet
(Journal Entries)

TSI T IA-Tbigpd oIEib YRl & =i B ST drell Siiel Sfaftedi—<Hi § gor & < feaion
A T =E | qars T T

a dg wfke gl

(Third Entry Method)

g IS SWIh aftTd Igf & F9M & & IR $acl T I<R &1 99 A6 & qedi B T+ § B
T gfafe o el 81 v @ M “ara @rar-aE! =i @ (Cost ledger control account) BEd
g, JIP1 H Wil Sl & T 9/ 3l e ol 9 aid dis 23 foban 91 &, ) 59 9@ 3l sfde 3%
fRm ST @ (WM $U 9 g @l Sfde R o @ ) 39 A aar-ad Rae @t @ o aig
3t ufdfie 76 3 Il | 39 UK GRS TS §Gd ARG 3 AREl, SR IR, TR SuRad
Infe & ey ¥ fAvafta fa San 81 399 @il & A9 6 AR 91 W[, H-g1 |1 fe #§ gxarad
P 1 SIar & Jn ANE ErE-aE) ATEen @ ® Biee w) QA o ¥ 39 9 | A SR
-

(i) Wages paid Rs. 1,000

The journal entry will be :

Wages A/c Dr. 1,000
Cost Ledger Control A/c Dr. 1,000
To Cash A/c 1,000

(ii) Materials purchased Rs. 3,000.
The Journal entry will be :

Purchases A/c Dr. 3,000
Cost Ledger Control A/c Dr. 3,000
To Cash A/c 3,000
(iii) Depreciation on Plant and Machinery Rs. 500
Depreciation A/c Dr. 500
Cost Ledger Control A/c Dr 500
To Machinery A/c 500

Ig qd g gfafie smmavas & =i 2, s ua: 39 ugfa &1 93T |8 S|
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JOURNAL ENTRIES TO BE PASSED UNDER NON-INTEGRAL SYSTEM AND INTEGRAL SYSTEM

385

Items Non-integral System Integral System
Financial Books Cost Books
1. Purchases of materials Purchases A/c Dr.  Stores Ledger Control A./c Dr.| Stores Ledger Control A/c Dr.
To Bought Ledger To General Ledger Ajust- To Bought Ledger Control
Control (or Creditors) A/c ment A/c (or creditors) A/c
2. Issue of materials for no entry Work-in-progress Ledger Work-in-progress Ledger
production Control A./c Dr.| Control A/c Dr.
To Stores Ledger Control A/c To Stores Ledger Control A/c
3. Payment of wages Wages Alc Dr.  Wages A/c (or wages of Wages A/c (or wages
To Cash Control A/c) Dr. Control A/c Dr.
To Insurance To General Ledger To Cash
To Tax Adjustment A/c To Insurance
To Tax
4. Analysis and distribu- no entry Work-in-progress Ledger Work-in-progress
tion of wages Control A/c Dr. Control A/c Dr.
(for direct labour) Factory Overhead A/c Dr.
Factory Overhead A./c Dr.| Administration OverheadA/c Dr.
(for factory indirect labour) S. & D. Overhead A/c Dr.
Adm. Overheads A/c Dr. To Wages Control A/c
(for office indirect labour)
S. & D. Overhead A.c Dr.
(for selling and distribution
indirect labour)
To Wages Control A/c
5. Payment for indirect Expenses A/c Dr.  Factory/Adm./ Dr.| Factory/Office/Selling & Dis.
expenses e.g., power, To Cash Selling & Dis. Overhead A/c Overhead A/c Dr.
repairs etc. To outstanding Expenses A/c To General Ledger Adj. Alc To Cash
To outstanding Expenses A/c
6. Recording of Factory no entry Work-in-progress Ledger Work-in-progress Control A/c Dr.
Overheads at prederr- Control A/c Dr.| To Factory Overhead
mind rates To Factory Control A/c
Overheads control A/c
7. Factory Overheads no entry Factory Overhead Control A/cDr.| Factory Overhead A/c Dr.
over-absorbed To Costing P. & L. A/c To P. & L. Alc
(or alternatively the balance may
be carried forward)
8. Jobs completed no entry Stock Ledger Control A/c Dr.| Stock Ledger Control A/c  Dr.
To Work-in-progress Ledger To Work-in-progress
Control A/c Ledger Control A/c
9. Interest paid Interest A/c Dr. no entry Interest A/c Dr.
To Cash To Cash
10. Rent of own premises no entry Works Overheads A/c Dr.| Works Overheads A/c Dr.
To General Ledger To Rent (notional) A/c
Adjustment A/c
11. Abnormal idle time no entry Costing P. & L. A.c Dr.| Profit & Loss A/c Dr.
To Wages A/c To Wages A/c
(or alternatively the balance may
be carried forward)
12. Sales (credit) Sales Ledger Control General Ledger Sales Ledger Control

(or Debtors) Alc Dr.

To Sales A/c

Adjustment A/c Dr.

To Cost of Sales A/c

(Debtors) Alc Dr.
To Sales A/c
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AN U9 fRig ol @ "3 9T a9 iRt i =R
(Distinction between ‘interlocking’ and ‘integration’ of cost and financial accounts)

4 @R[ g faria @l @ forg a1 w9 9 g@ I&@ 9l € A1 Sl 9PR 3 §RID! 9 [ E
IEPHR IAP1 I UIRH &I T 81 AT W-aE § AR @il-gel v a9 dare @rd-gel
H "M E-9E RIS @R Gl ) g1 59 T6R JRID1 3 Ml 9l § TP Bl 1fad 8 SRl
2| AR @i 98 3 Rm) sk, Aes a1 Afeal | wwtia @i afaftedt s @ RaEo  x
H Ears okt € afe 1 deruel 3 v J A 8 @ are -8 s @K en Ean-ag aweH
W B1 BIST Sl Aabdl 8 Hifd 9 ‘fauia’ (contra) @ €1

“THIHROT’ BT 312 SIT P ggel IR 1 GP1 &, TIDI P dadl U &l 9 & 3 § o @it R
Rt fig o €1 39 ugf # ar @ar-ad 98 i 9l ? s v R @i wm= @r-ad 3
& @il o E

"I W "UHIBIO” qAd B < fedpIvr | Afe 3T T S § R FN-HHW ARG
FISSA B PR "I IgHA PI YT AP & Il 81 FeAD “THIBROT | IGihT H 99 T
FIA 1 & TS 8 1l 8, I Hft-aft Tl & T € AT @A | AR FIS B T3
D U B B BRYI, Gl D U APH-U AP A I A5 8 Sl 81 ARG @idbd AiRke fhansi &
=1 9 aga HeEyul WA @1 B $9fo Here] R1 T U 20 AR ol AT I &1 siraeadbl g
B RN B ST U "THIBROT UG BIE) sHTsAl § E YdD TS S Hebelt B |
Ilustration 1.

Pass Journal entires under Non-integral and Integral system of accounting.

1. Purchases of raw materials on credit Rs. 5,000
2. Wages paid Rs. 2,000
Solution :

1. Non-Integral System
(A) Financial Books : Rs. Rs.
1. Dr. Purchases Account 5,000
Cr. Creditors Account 5,000
(Cr. Cost Ledger Control Account—Memorandum only)
2. Dr. Wages Account 2,000
Cr. Cash 2000
(B) Cost Books :

1. Dr. Stores Ledger Control Account 5,000
Cr. General Adjustment Account 5,000
(Entry passed omitting Material Control A/c)

2. Dr. Wages Control Account 2,000
Cr. General Ledger Adjustment Account 2,000

2. Integral System
1. Dr. Stores Control Account 5,000
Cr. Creditors Account 5,000
2. Dr. Wages Control Account 2,000
Cr. Cash 2,000



THIHd o 387

Illustration 2.
The following are the balance of A Co. Ltd. in its integrated ledger on Ist January :

Dr. Cr.
Rs. Rs.
Stores Control Account 36,000
Work-in-Progress Account 34,000
Finished Goods Account 26,000
Cash at Bank 20,000
Creditors Control Account 16,000
Fixed Assets Account 1,10,000
Debtors Control Account 24,000
Share Capital Account 1,60,000
Depreciation Provision Account 10,000
Profit & Loss Account 64,000
Transactions for the twelve months ended 31st December were :
Rs.
Wages—direct 1,74,000
Wages—indirect 10,000
Stores purchased on credit 2,00,000
Stores issued to repair order 4,000
Stores issued to production 2,20,000
Goods finished during the period at cost 4,30,000
Goods sold at sales value (on credit) 6,00,000
Goods sold at cost 4,40,000
Production overheads recovered 96,000
Production overhead 80,000 Paid
Adminsitration overhead 24,000 for by
Selling and Distribution overhead 28,000 cheque
Depreciation (works) 2,600
Payments to suppliers 2,02,000
Payments from customers 5,80,000
Rates prepaid included in production overheads incurred 600
Purchases of fixed assets in cash 4,000
Charitable Donations 2,000
Fines Paid 1,000
Interest on bank loan 200
Income-tax 40,000

You are required to write up the account in the integral ledger and take out a trial balance. The adminsitration
overhead is written off to profit and loss account.
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Solution :
In the Integral Ledger of A Co. Ltd.

Dr. Stores Control Account Cr.
Rs. Rs.
Jan. 1  To Balance b/d 36,000 Dec.31 By Work-in-Progess A/c 2,20,000
Dec.31 To Creditors Control A/c 2,00,000 Dec.31 By Production Overhead A/c 4,000
Dec.31 By Balance c/d 12,000
2,36,000 2,36,000

Jan. 1  To Balance b/d 12,000

Wages Control Account
Rs. Rs.
Dec.31 To Bank 1,84,000 Dec.31 By Work-in-Progress A/c 1,74,000
Dec.31 By Production Overhead A/c 10,000
1,84,000 1,84,000
Production Overhead Account

Rs. Rs.
Dec.31 To Wages Control A/c 10,000 Dec.31 By Prepaid Expenses A/c (rent) 600
Dec.31 To Stores Control A/c 4,000 Dec.31 By Work-in-Progress A/c 96,000

Dec.31 To Bank 80,000

Dec.31 To Depreciation Provision A/c 2,600
96,600 96,600

Administration Overhead Account
Rs. Rs.
Dec.31 To Bank 24,000 Dec.31 By Costing P & L A/c 24,000
24,000 24,000
Selling and Distribution Overhead Account
Rs. Rs.
Dec.31 To Bank 28,000 Dec.31 By Cost of Sales A/c 28,000
28,000 28,000
Work-in-Progress Account

Rs. Rs.
Jan. 1  To Balance b/d 34,000 Dec.31 By Finished Goods A/c 4,30,000
Dec.31 To Wages Control A/c 1,74,000 Dec.31 By Balance c/d 94,000

Dec.31 To Stores Control A/c 2,20,000

Dec.31 To Production Overhead A/c 96,000
5,24,000 5,24,000

Jan. 1  To Balance b/d 94,000
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Finished Goods Account

Rs. Rs.
Jan. 1  To Balance b/d 26,000 Dec.31 By Cost of Sales A/c 4.,40,000
Jan. 1 To Work-in-Progress A/c 4,30,000 Dec.31 By Balance c/d 16,000
4,56,000 4,56,000

Jan. 1  To Balance b/d 16,000

Cost of Sales Account

Rs. Rs.
Dec.31 To Finished Goods A/c 440,000 Dec.31 By Debtors Control A/c (Sales)  6,00,000

Dec.31 To S & D Overhead A/c 28,000

Dec.31 To Costing P & L A/c 1,32,000
6,00,000 6,00,000

Costing P & L Account for the year ending 31st Decmber

Dr. Cr.
Rs. Rs.
Dec.31 To Administration Overhead A/c 24,000 Dec.31 By Cost of Sales A/c 1,32,000

Dec.31 ToP & L Alc 1,08,000
1,32,000 1,32,000

P & L for the year ending 31st
Rs.

Dec.31 To Charitable Donations 2,000 Jan. 1 By Balance b/d 64,000
To Fines 1,000 Jan. 1 By CostingP & L A/c 1,08,000

To Int. on Bank Loan 200

To Income-tax 40,000

To Net Profit 1,28,800
1,72,000 1,72,000

Prepaid Expenses Account

Rs. Rs.
Dec.31 To Production A/c 600 Dec.31 By Balance c/d 600
600 600

Jan. 1  To Balance b/d 600

Depreciation Provision Account

Rs. Rs.
Dec.31 To Balance c/d 12,600 Jan. 1 By Balance b/d 10,000
Dec.31 By Production Overhead A/c 2,600
12,600 12,600
Jan. 1 By Balance b/d 12,600
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Debtors Control Account

Rs. Rs.
Jan. 1  To Balance b/d 24,000 Dec.31 By Bank 5,880,000
Dec.31 To Cost of Sales A/c 6,00,000 Dec.31 By Balance c/d 44,000
6,24,000 6,24,000

Jan. 1  To Balance b/d 44,000

Creditors Control Account
Rs. Rs.
Dec.31 To Bank 2,02,000 Jan. 1 By Balance b/d 16,000
Dec.31 To Balance c/d 14,000 Dec.31 By Stores Control A/c 2,00,000
“2,16000 ~2,16,000
T Jan. 1 By Balance b/d W
Fixed Assets Account

Rs. Rs.
Jan. 1  To Balance b/d 1,10,000 Dec.31 By Balance c/d 1,14,000

Dec.31 To Bank 4,000
1,14,000 1,14,000

Jan. 1  To Balance c/d 1,14,000

Share Capital Account
Rs. Rs.
Dec.31 To Balance c/d 1,60,000 Jan. 1 By Balance b/d 1,60,000
1,60,000 1,60,000
Jan. 1 By Balance b/d 1,60,000
Bank Account

Rs. Rs.
Jan. 1  To Balance b/d 20,000 Dec.31 By Wages Control A/c 1,84,000
Dec.31 To Debtors Control A/c 5,80,000 Dec.31 By Fixed Assets A/c 4,000
Dec.31 By Production Overhead 80,000
Dec.31 By Admn. Overhead 24,000
Dec.31 By S & D Overhead 28,000
Dec.31 By Creditors Control A/c 2,02,000
Dec.31 By Fines A/c 1,000
Dec.31 By Charitable Donations 2,000
Dec.31 By Interest’ on Bank Loan 200
Dec.31 By Income-tax 40,000
Dec.31 By Balance c/d 34,800
" 6,00,000 ~6,00,000
Jan. 1  To Balance b/d W -
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Trial Balance as on 31st December
Head of Account Dr. Bal. Cr. Bal.
Rs. Rs.
Stores Control A/c 12,000
Work-in-Progress A/c 94,000
Finished Goods A/c 16,000
Prepaid Expenses A/c 600
Depreciation Provision A/c 12,600
Debtors Control A/c 44,000
Creditors Control A/c 14,000
Fixed Assets A/c 1,14,000
Bank A/c 34,800
Share Capital A/c 1,60,000
Profit & Loss A/c 1,28,800
Total Rs. 3,15,400 3,15,400
Ilustration 3.
(Showing use of Cost Control Account and Third Entry analysis)
The Trial Balance of The Uma Industries Ltd. as on Jan. 1, 19....... stood as follows :
Dr. Cr.
Rs. Rs.
Stores Control Account 6,000
Finished Goods Account 4,000
Work-in-Progress Acount 6,500
Debtors Control Account 1,000
Cash Account 3,000
Fixed Assets Account 1,02,000
Creditors Control Account 2,000
Depreciation Fund Account 2,500
Capital Account 1,10,000
Profit & Loss Account 8,000
122500 1,22,500
To following is the summary of the transactions of the Year 19 ....... :
Rs.
Materials purchased 10,000
Materials issued to jobs 8,000
Wages paid 12,000
Creditors paid 6,000
Overhead expenses paid 8,000
Finished Goods produced 30,000
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Cost of Sales 32,000
Sales value fo finished goods sold 40,000
Receipt from customers 35,000
Depreciation 500
Third Entries analysis
Factory Admins- Selling &
Direct Indirect tration Distribution
Rs. Rs. Rs. Rs.
Material 7,000 1,000 — —
Wages 10,000 2,000 — —
Overhead — 6,000 1,000 1,000
Depreciation — 500 — —
17,000 9,500 1,000 1,000
Show ledger accounts on integrated accounting system, for the year 19 ......
Solution :
Stock Control A/c
Rs. Rs.
To Bal. b/fd. 6,000 By Cost Control A/c 8,000
To Creditors Control A/c 10,000 By Bal. c/d 8,000
16000 ~ 16,000
Cost Control Account
Rs. Rs.
To Cash (Wages) 12,000 By Work-in-Progress A/c :
To Cash (Factory overheads) 6,000 Direct 17,000
To Stores Control A/c 8,000 Indirect 9,500 26,500
To Depreciation 500
26,500 26,500
Work-in-Progess Account
Rs. Rs.
To Bal. b/fd 6,500 By Finished Goods A/c 30,000
To Cost Control A/c 26,500 By Bal. c/d 3,000
33000 33000
Finished Goods Account
Rs. Rs.
To Balance b/fd 4,000 By Cost of Sales A/c 32,000
To Work-in-Progress A/c 30,000 By Bal. c/d 2,000
34,000 34,000
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Cash Account
Rs. Rs.
To Bal. b/fd. 3,000 By Cost Control A/c 12,000
To Debtors Control A/c 35,000 By Cost Control A/c 6,000
By Administration Overhead A/c 1,000
By Selling & Distribution Overhead A/c 1,000
By Creditors Control A/c 6,000
By Balance c/d 12,000
38,000 38,000
Debtors Control Account
Rs. Rs.
To Balance b/fd 1,000 By Cash A/c 35,000
To Sales Account 40,000 By Balance c/d 6,000
41,000 41,000
Creditors Control Account
Rs. Rs.
To Cash A/c 6,000 By Bal. b/fd 2,000
To Bal. c/d 6,000 By Stores Control A/c 10,000
12,000 12,000
Depreciation Fund Account
Rs. Rs.
To Balance c/d 3,000 By Balance b/fd 2,500
By Cost Control A/c 500
3000 T 3,000
Cost of Sales Account
Rs. Rs.
To Finished Goods A/c 32,000 By profit & Loss A/c 33,000
To Selling & Distribution Overhead A/c 1,000
33,000 33,000
Selling & Distribution Overheads A/c
Rs. Rs.
To Cash 1,000 By Cost of Sales A/c 1,000
1,000 1,000
Adminsitration Overhead Account
Rs. Rs.
To Cash 1,000 By Profit & Loss A/c 1,000
1000 "~ 1,000
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Sales Account

To Profit & Loss A/c

Rs. Rs.
40,000 By Debtors Control A/c 40,000
40,000 40,000

Fixed Assets Account

To Balance c/d

Rs. Rs.
1,02,000 By Balance c/d 1,02,000
1,02,000 1,02,000

Capital Account

Rs. Rs.
To Balance c/d 1,10,000 By Balance b/fd 1,10,000
" 1,10,000 " 1,10,000
Profit & Loss Account
Rs. Rs.
To Cost to Sales A/c 33,000 By Balance b/fd 8,000
To Admn. Overhead A/c 1,000 By Sales A/c 40,000
To Balance c/d 14,000
50 50w
Trial Balance
(as on 31st Dec. 19 .......... )

Dr. Cr.
Rs Rs

Stores Control A/c 8,000

Work-in-Progress A/c 3,000

Finished Goods A/c 2,000

Cash A/c 12,000

Debtors Control A/c 6,000
Creditors Control A/c 6,000
Depreciation Fund A/c 6,000

Fixed Assets A/c 1,02,000
Capital A/c 1,10,000
Profit & Loss A/c 14,000
Total Rs. m m

IMustration 4.

=1 =rEERi @l, I 9} §Y 5 ar@ e g o | 31 o9 wfaftedt Shifo -

Journalise the following transactions assuming that cost and financial accounts are intergrated :—
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Raw Materials purchases
Direct Materials issued to production
Wages paid (30% indirect)
Direct Wages charged to production

Manufacturing expenses incurred

Manufacturing overhead charged to production

Selling and Distribution costs
Finished Products (at costs)
Sales

Closing Stock

Receipts from Debtors

Payments to Creditors

Solution :
JOURNAL ENTRIES
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Rs.
20,000
15,000
12,000

8,400
9,500
9,200
2,000
20,000
29,000
Nill
6,900
11,000

(C.A. Inter Nov., 1990, adapted)

Dr. Cr.
Rs. Rs.

Stores Ledger Control A/c Dr. 20,000

To Bought Ledger Control A/c 20,000
(Materials purchased)
Work-in-Progress Ledger Control A/c Dr. 15,000

To Stores Ledger Control A/c 15,000
(Materials issued to Jobs)
Wages Control A/c Dr. 12,000

To Bank A/c 12,000
(Wages accrued and paid—30% being indirect)
Factory Overhead A/c Dr. 3,600

To Wages Control A/c 3,600
(Indirect wages allocated)
Work-in-progress Ledger Control A/c Dr. 8,400

To Wages Control A/c 8,400
(Allocation of direct wages to production)
Factory Overhead A/c Dr. 9,500

To Bank A/c 9,500
(Manufacturing expenses incurred
Work-in-Progress Ledger Control A/c Dr. 9,200

To Factory Overhead A/c 9,200

(Overhead charged to production)
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Selling & Distribution Overheads A/c Dr. 2,000
To Bank A/c 2,000
(Selling and Distribution costs incurred)
Finished Stock Ledger Control A/c Dr. 20,000
To Work-in-Progress Ledger Control A/c 20,000
(Cost of production of completed units)
Cost of Sales A/c Dr. 22,000
To Finished Stock Ledger Control A/c* 20,000
To Selling & Distribution Overheads A/c* 2,000
(Cost of products sold)
Sales Ledger Control A/c Dr. 29,000
To Cost of Sales A/c 29,000
(Billed amount of sales)
Bank A/c Dr. 6,900
To Sales Ledger Control A/c 6,900
(Amount received from Debtors)
Bought Ledger Control A/c Dr. 11,000
To Bank 11,000

(Amount paid to creditors)

* It has been presumed that all the units manufactured have been sold away and the selling and distribution overheads have also been

charged to cost of sales.

Illustration 5.
1 9l 2000 1 AR WA1-981 & JJAR Yoo fafics @1 dee =1 woR &—
The Trial Balance of S.T. Ltd. on Ist January 2000, as per Cost Ledger is given below :

Dr. Cr.
Rs. Rs.
Stores Ledger Control A/c 1.04,150
Stock Ledger Control A/c 98,800
Work-in-progress A/c 1,86,200
Factory Overhead Suspense A/c 4,410
Office Overhread Suspense A/c 2,160
Shares Capital A/c 3,00,000
Profit & Loss A/c 95,720
395720 395720
a9 & SR gU FaeR] &1 =1 R 8-
The following is a summary of the transactions during the year :
Rs.
Materials received into stores 8,34,500

Materials purchased for direct issue on jobs 6,300
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Materials issued to jobs 8,41,000
Materials used to service order No. 1 1,540
Materials issued to work order No. 2 2,200
materials returned to suppliers from stores 3,630
Wages paid to direct workers 5,79,840
Wages paid to indirect workers 72,030
Direct wages charged to jobs 5,70,580
Direct wages charged to service order No. 1 2,240
Direct wages charged to work order No. 2 3,750
Works expenses for the year, paid and due 1,02,030
Office expenses for the year, paid and due 64,350
Selling expenses for the year, paid and due 82,330
Sales for the year 20,36,960

9§ & T W HES Wl-afedl § 1 99 9| Ausey Ju e @a-afedl & 9 ar<fde A
3 fien forg T 9
At the end of the year, the following were the balances in the subsidiary ledgers. The balances in Stores

and Stock Ledgers as reconciled with the physical inventories were :

Rs.
Stores Ledger 87,350
Stock Ledger 78,970
Job Ledger 1,55,100
3 @ A TR B—
Other figures are as follows :
Materials lost by theft 750
Time lost by failure of power and exhaustion of stores 2,510
Works overhead charged to unfinished jobs 1,81,300
Works overhead chargeable to unfinished jobs 3,340
Office overhead chargeable to unfinished jobs 2,050
Officer overhead charged to completed jobs 60,540
Works overhead charged to service order No. 1 450
Works overhead charged to works order No. 2 750
Selling overhead charged to products sold 81,980

g9 & SRM 9E Al Wi § A oA SRIh bS] W T-d Td Td-ag! ¥ gfafedt sifon afe o
"TPHIPpd B Tghd TR W Y F |

All sales during the year were from stock. From the above figures, pass the entries (both in journal and
ledger) if the accounts are kept on an integrated accounting system.
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Solution :

JOURNAL ENTRIES

AN AP

Factory Overhead A/c
To Factory Overhead Suspense A/c

(Transfer of opening balance)

Office Overhead A/c
To Office Overhead Suspense A/c

(Transfer to opening balance)

Stores Ledger Control A/c
To Bought Ledger Control A/c
(Being the stores purchased)

Work-in-progress A/c
To Bought Ledger Control A/c

(Being the material purchased for direct issue to jobs)

Work-in-progress A/c
Service Order No. 1 A/c
Works Order No. 2 A/c
To Stores Ledger Control A/c

(The issue of materials for production purposes as per materials abstract)

Bought Ledger Control A/c
To Stores Ledger Control A/c

(Materials returned to suppliers from stock)

Wages Alc
To Bank
(Being the payment of direct wages)

Wages Alc
To Bank

(Wages paid to indirect workers)

Works Overhead A/c
To Wages A/c

(Indirect wages allocated)

Work-in-progress A/c

Service Order No. 1 A/c

Service Order No. 2 A/c
To Wages A/c

(Allocation of wages as per the wages abstract)

Dr. Cr.
Rs. Rs.

4410
4410

2,160
2,160

8,34,500
8,34,500

6,300
6,300

8,41,000

1,540

2,200
8,44,740

3,630
3,630

5,79,840
5,79,840

72,030
72,030

72,030
72,030

5,70,580

2,240

3,750
5,76,570
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Factory Overheads A/c Dr. | 1,02,030

To Bank 1,02,030
(Payment of indirect expenses in the factory)
Office Overheads A/c Dr. 64,350

To Bank 64350
(Payment of office expenses)
Selling Overheads A/c Dr. 82,330

To Bank 82,330
(Being the payment of selling expenses)
Work-in-progress A/c Dr. | 1,81,300
Service Order No. 1 A/c Dr. 450
Works Order No. 2 A/c Dr. 750

To Factory Overheads A/c 1,82,500
(Being the allocation of factory oncost)
Stock Ledger Control A/c Dr. 60,540

To Officer Overheads A/c 60,540
(Being the allocation of office overheads to completed jobs)
Factory Overheads A/c Dr. 4,230

To Service Order No. 1 A/c 4,230
(Transfer of cost of completing service order)
“Asset” Alc Dr. 6,700

To Works Order No. 2 A/c 6,700
(Being the value of asset made under works order No. 2, now capitalised)
Factory Overheads A/c Dr. 2,180
Profit & Loss A/c Dr. 750

To Stores Ledger Control A/c 2,930
(Being Transfer of loss by theft to P. & L. A/c and of normal loss

to Factory Expenses A/c)
Factory Overhead A/c Dr. 760
Profit & Loss A/c Dr. 2,510

To Wages Alc 3,270
(Being the loss suffered by abnormal loss of time debited to P. & L. A/c
and that suffered due to normal causes transferred to Factory Overheads A/c)
Stock Ledger Control A/c Dr. | 16,30,280
To Work-in-progress A/c 16,30,280

(Being cost of goods purchased-ascertained by deducting from the total
of debit side of the Work-in-progress A/c the total of incomplete jobs)
Cost of Sales A/c Dr. | 17,10,650
To Stock Ledger Control A/c 17,10,650
(Being the cost of goods sold)
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Cost of Sales A/c Dr. 81,980
To Selling Overheads A/c 81,980
(Selling Overheads allocated)
Factory Overhead Suspense A/c Dr. 3,340
To Factory Overhead A/c 3,340
(Works Overhead allocable to incomplete jobs)
Sales Ledger Control A/c Dr. | 20,36,960
To Cost of Sales A/c 20,36,960
(Sales effected)
Office Overhead Suspense A/c Dr. 2,050
To Officer Overhead A/c 2,050
(Office overhead applicable to incomplete jobs)
Cost of Sales A/c Dr.| 244,330
To Profit and Loss A/c 2,44.330
(Profit shown by Cost of Sales A/c)
Factory Overhead A/c Dr. 200
To Profit and Loss A/c 200
(Over-recovery of factory overheads)
Profit & Loss A/c Dr. 4,270
To Officer Overhead A/c 3,920
To Selling Overhead A/c 350
(Under-recovery of office and selling overheads)
Bank A/c Dr. | 20,36,960
To Sales Ledger Control A/c 20,36,960
(Being collection of book debts-presumed)
Bought Ledger Control A/c Dr.| 8,37,170
To Bank A/c 8,37,170
(Being payment to creditors-presumed)
STORES LEDGER CONTROL ACCOUNT
Rs. Rs.
By Balance b/d 1,04,150 | By Work-in-progres A/c 8,41,000
To Bought Ledger Control A/c 8,34,500 | By Service Order No. 1 A/c 1,540
By Stores Ledger Control A/c 2,200
By Bought Ledger Control A/c 3,630
By P. & L. Alc 750
By Works Overhead A/c (normal loss) 2,180
By Balance c/d 87,350
9,38,650 [ 9.38,650
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STOCK LEDGER CONTROL ACCOUNT
Rs. Rs.
To Balance b/d 98,800 | By Cost of Sales A/c 17,10,650
To Work-in-progress A/c 16,30,200 | By Balance c/d 78,970
To Office Overhead A/c 60,540
17,89,620 17,89,620
WORK-IN-PROGRESS ACCOUNT
Rs. Rs.
To Balance b/d 1,86,200 | By Stock Ledger Control A/c 16,30,280
To Bought Ledger Control A/c 6,300 | By Balance c/d 1,55,100
To Stores Ledger Control A/c 8,41,000
To Wages Alc 5,70,580
To Factory Overhead A/c 1,81,300
17,85,380 17,85,380
FACTORY OVERHEAD SUSPENSE ACCOUNT
Rs. Rs.
To Balance b/d 4,410 | By Factory Overhead A/c 4,410
To Factory Overhead A/c 3,140 | By Balance c/d 3,340
7,750 7,750
OFFICE OVERHEAD SUSPENSE ACCOUNT
Rs. Rs.
To Balance b/d 2,160 | By Office Overhead A/c 2,160
To Officer Overhead A/c 2,050 | By Balance c/d 2,050
4210 [ 4210
SHARE CAPITAL ACCOUNT
Rs. Rs.
To Balance b/d 3,00,000| By Balance c/d W
PROFIT AND LOSS ACCOUNT
Rs. Rs.
To Stores Ledger Control A/c 750 | By Balance b/d 95,720
To Wages A/c 2,510 | By Works Overhead A/c
To Officer Overhead A/c 3,920 (over-recovery) 200
To Selling Overhead A/c 350 | By Cost of Sales A/c 2,44.330
To Balance c/d 3,32,720
3,40,250 3,40,250
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FACTORY OVERHEAD ACCOUNT

AN AP

Rs. Rs.
To Factory Overhead Suspense A/c 4,410 | By Work-in-progress A/c 1,81,300
To Wages A/c 72,030 | By Factory Overhead Suspense A/c 3,340
To Service Order No. 1 4,230 | By Service Order No. 1 A/c 450
To Bank 1,02,030 | By Works Order No. 2 A/c 750
To Wages A/c 760
To Stores Ledger Control A/c 2,180
To P & L A/c (over-recovery) 200
1,85,840 [ 1.85,:840
OFFICE OVERHEAD ACCOUNT
Rs. Rs.
To Office Overhead Suspense A/c 2,160 By Office Overhead Suspense A/c 2,050
To Bank A/c 64,350| By Stock Ledger Control A/c 60,540
By P. & L. A/c (under-recovery) 3,920
66,510 [ 66,510
BOUGHT LEDGER CONTROL ACCOUNT
Rs. Rs.
To Stores Ledger Control A/c 3,630 | By Stores Ledger Control A/c 8,34,500
To Bank A/c 8,37,170 | By Work-in-progress A/c 6,300
8,40,800 [ 840,800
SERVICE ORDER NO. 1 ACCOUNT
Rs. Rs.
To Stores Ledger Control A/c 1,540 | To Factory Overhead A/c 4,230
To Wages A/c 2,240
To Factory Overhead A/c 450
4,230 [ 4230
WORK ORDER NO. 2 ACCOUNT
Rs. Rs.
To Stores Ledger Control A/c 2,200 [ By Asset Alc 6,700
To Wages Control A/c 3,750
To Factory Overhead A/c 750
6,700 [ 6700
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WAGES ACCOUNT
Rs. Rs.
To Bank 5,79,840 | By Factory Overhead A/c 72,030
To Bank 72,030 [ By Work-in-progress A/c 5,70,580
By Service Order No. 1 A/c 2,240
By Works Order No. 2 A/c 3,750
By P & L. Alc 2,510
By Factory Overhead A/c
(idle time normal) 760
6,51,870 6,51,870
SELLING OVERHEAD ACCOUNT
Rs. Rs.
To Bank A/c 82,330 | By Cost of Sales A/c 81,980
By P. & L. (under-recovery) A/c 350
82,330 82330
SALES LEDGER CONTROL ACCOUNT
Rs. Rs.
To Cost of Sales A/c 20,36,960 | By Bank A/c 20,36,960
20,36,960 20,36,960
COST OF SALES ACCOUNT
Rs. Rs.
To Stock Ledger Control A/c 17,10,650 | By Sales Ledger Control A/c 20,36,960
To Selling Overhead A/c 81,980
ToP. & L. Alc 2,44.330
20,36,960 [ 20.36,960
BANK ACCOUNT
Rs. Rs.
To Sales Ledger Control A/c 20,36,960 By Wages A/c 5,79,840
By Wages A/c 72,030
By Factory Overhead A/c 1,02,030
By Office Overhead A/c 64,350
By Selling Overhead A/c 82,330
By Bought Ledger Control A/c 8,37,170
By Balance c/d 2,99.210
[ 20,36,.960 [ 20,36,960
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ASSET ACCOUNT
Rs. Rs.
To Works Order No. 2 6,700 | By Balance c/d 6,700
6,700 6,700
TRIAL BALANCE
Particulars Dr. Cr.
Rs. Rs.
Stores Ledger Control A/c 87,350
Stock Ledger Control A/c 78,970
Work-in-progress A/c 1,55,100
Factory Overhead Suspense A/c 3,340
Officer Overhead Suspense A/c 2,050
Share Capital 3,00,000
Profit & Loss A/c 3,32,720
Bank Account 2,99.210
Asset Account 6,700
6,32,720 6,32,720

IMustration 6.

The following are the extracts of balances of Mehta & Co. in its Integrated Ledgers on 31st March, 1995:

Particulars Dr. Cr.
Rs. Rs.
Stores Control Account 3,600
Finished Goods Account 2,600
Work-in-progress Account 3,400
Creditors Control Account 1,600
Cash at Bank 2,000
Debtors Control Account 2,400
Fixed Assets Account 11,000
Profit & Loss Account 6,400
Depreciation Provision Account 1,000
Share Capital Account 16,000
25,000 25,000
Transactions for the year ending 31st March, 1995 were as under :
Rs.
Wages—Indirect 1,000
Direct 17,400
Stores purchased on credit 20,000
Stores issued to production 22,000
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Stores issued to repair order

Goods finished during period at cost

Goods sold at cost

Goods sold at sales value (on credit)

Production overhead recovered

Production overhead

Adminsitration overhead

paid for by cheque

Selling and distribution overhead

Depreciation (Works)

Payment from customers

Payment to suppliers

Purchases of fixed assets in cash

Fines paid

Income Tax
Charitable Donation

Rates prepaid included in production overhead incurred

Interest on Bank Loan

405

400
43,000
44,000
60,000

9,600
8,000
2,400
2,800

260
58,000
20,200

400

100

4,000
200
60

20

You are requird to write sup the accounts in the Integral Ledger and take out a Trial Balance. The
Adminsitration Overhead is written off to Profit and Loss Account.

Solution : In the Integral Ledger of Mehta & Co. Ltd.
Dr. STORES CONTROL ACCOUNT Cr.
Date FParticulars Amount | Date FParticulars Amount
1994 Rs.| 1995 Rs.
Apr. 1 | To Balance b/d 3,600 Mar. 31 By Work-in-Progess A/c 22,000
1995 By Production Overheads A/c 400
Mar. 31| To Creditors Control A/c 20,000 By Balance c/d 1,200
23,600 23,600
Dr. WAGES CONTROL ACCOUNT Cr.
Date FParticulars Amount | Date Particulars Amount
1995 Rs.| 1995 Rs.
Mar. 31 | To Bank 18,4001 Mar. 31 By Work-in-progress A/c 17,400
By Production Overhead A/c 1,000
18,400 18,400
PRODUCTION OVERHEAD ACCOUNT

1995 Rs. | 1995 Rs.
Mar. 31 | To Wages Control A/c 1,000 | Mar. 31 By Prepayment A/c—Rent 60
To Stores Control A/c 400 By Worl-in-progress A/c 9,600

To Bank 8,400

To Depreciation Provision 260
9,660 9,660
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ADMINISTRATION OVERHEAD ACCOUNT
1995 Rs. | 1995 Rs.
Mar. 31 To Bank 2,400 | Mar. 31 By Costing Profit & Loss A/c 2,400
2,400 [ 2400
SELLING & DISTRIBUTION OVERHEAD ACCOUNT
1995 Rs. | 1995 Rs.
Mar. 31 To Bank 2,800 | Mar. 31 By Cost of Sales A/c 2,800
2,800 [ 2300
WORK-IN-PROGRESS ACCOUNT

1994 Rs. | 1995 Rs.
Apr.1  To Balance b/d 3,400 | Mar. 31 By Finished Goods A/c 43,000
1995 By Balance c/d 9,400

Mar. 31 To Wages Control A/c 17,400

To Stores Control A/c 22,000

To Production Overhead Ac/ 9,600
52,400 [ 52400

FINISHED GOODS ACCOUNT

1994 Rs. | 1995 Rs.
Apr. 1 To Balance b/d 2,600 | Mar. 31 By Cost of Sales A/c 44,000
1995 Mar. 31 By Balance c/d 1,600

Mar. 31 To Work-in-progress A/c 43,000
45,600 [ 45600

COST OF SALES ACCOUNT
1995 Rs. | 1995 Rs.
Mar. 31 To Finished Goods A/c 44,000 | Mar. 31 By Debtors Control A/c—(Sales)| 60,000
Mar. 31 To Selling & Distribution

Overhead A/c 2,800

Mar. 31 To Costing Profit and Loss A/c 13,200
60,000 60,000

COSTING PROFIT & LOSS ACCOUNT

Dr. For the year ending 31 March, 1995 Cr.
Rs. Rs.
To Administrative Overhead A/c 2,400 | By Cost of Sales A/c 13200

To Profit & Loss A/c 10,800
13,200 [ 13200
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PROFIT & LOSS ACCOUNT
Dr. For the year ending 31 March, 1995 Cr.
Rs. Rs.
To Charitable Donations 210 | By Balance b/d 6,400
To Interest on Bank Loan 20 | By Costing Profit & Loss A/c 10,800
To Fines 100
To Income Tax 4,000
To Net Profit for the year c/d 12,800
17,200 17,200
Dr. PREPAYMENTS ACCOUNT Cr.
1995 Rs. | 1995 Rs.
Mar. 31 To Production Overhead A/c 60 | Mar. 31 By Balance c/d 60
Dr. DEPRECIATION PROVISION ACCOUNT Cr.
1995 Rs.| 1994 Rs.
Mar. 31 To Balance c/d 1,260 Apr.1 By Balance b/d 1,000
1995
Mar. 31 By Production Overhead A/c 260
1,260 1,260
Dr. DEBTORS CONTROL ACCOUNT Cr.
1994 Rs.| 1995 Rs.
Apr.1  To Balance b/d 2,400 | Mar. 31 By Bank 58,000
1995 Mar. 31 By Balance c/d 4,400
Mar. 31 To Cost of Sales A/c 60,000
62,400 62,400
Dr. CREDITORS CONTROL ACCOUNT Cr.
1995 Rs.| 1994 Rs.
Mar. 31 To Bank 20,2000 Apr.1 By Balance b/d 1,600
Mar. 31 To Balance c/d 1,400 1995
Mar. 31 By Stores Control A/c 20,000
21,600 21,600
Dr. FIXED ASSETS ACCOUNT Cr.
1994 Rs.| 1995 Rs.
Apr.1  To Balance b/d 11,000 | Mar. 31 By Balance c/d 11,400
1995
Mar. 31 To Bank 400
11,400 11,400
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Dr. BANK ACCOUNT Cr.
1994 Rs. | 1995 Rs.
Apr.1  To Balance b/d 2,000 | Mar. 31 By Wages Control A/c 18,400
1995 Mar. 31 By Fixed Assets A/c 400
Mar. 31 To Debtors Control A/c 58,000 | Mar. 31 By Production Overhead A/c 8,000
Mar. 31 By Administration Overhead A/c 2,400
Mar. 31 By Selling & Distribution
Overhead A/c 2,800
Mar. 31 By Creditors Control A/c 20,200
Mar. 31 By Charitable Donations 200
Mar. 31 By Fines 100
Mar. 31 By Interest on Bank Loan 20
Mar. 31 By Income Tax 4,000
Mar. 31 By Balance c/d 3,480
60,000 60,000
Dr. SHARE CAPITAL ACCOUNT Cr.
1995 Rs. | 1994 Rs.
Mar. 31 To Balance c/d 16,000 [ Apr.1 By Balance b/d 16,000
TRIAL BALANCE
as on 31st March, 1995
Particulars Dr. Cr.
Rs. Rs.
Stores Control Account 1,200
Work-in-progress Acount 9,400
Finished Goods Account 1,600
Cash at Bank 3,480
Creditors Control Account 1,400
Debtors Control Account 4,400
Prepayments Account 60
Fixed Assets Account 11,400
Depreciation Provision Account 1,260
Profit and Loss Account 12,880
Share Capital Account 16,000
Total | 31,540 31,540

IMustration 7.

In the absence of the Chief Accountant, you have been asked to prepare a month’s cost accounts for a
company which operates a batch costing system fully integrated with the financial accounts. The following
relevant information is provided to you :
Balances at the beginning of the month :

Stores Ledger Control Account

Work-in-progress Control Account
Finsihed Goods Control Account

Rs.

25,000
20,000
35,000
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Prepaid Production Overheads brought forward from previous month 3,000
Transactions during the month :
Materials purchased 75,000
Material Issued : Rs.
To Production 30,000
To Factory Maintenance 4,000
34,000
Materials transferred between batches 5,000
Total Wages paid : Rs.
To Direct workers 25,000
To Indirect workers 5,000
30,000
Direct Wages charged to batches 20,000
Recorded non-productive time of direct workers 5,000
Selling and Distribution Overheads Incurred 6,000
Other production overheads incurred 12,000
Sales 1,00,000
Cost of Finished Goods Sold 80,000
Cost of Goods completed and transferred into finished goods during the month 65,000
Physical value of work-in-progress at the end of the month 40,000
To production overhead absorption rate is 150% of direct wages charged to work-in-progress
Required :
Prepare the following accounts for the month :
(a) Stores Ledger Control Account
(b) Work-in-progress Control Account
(¢) Finished Goods Control Account
(d) Production Overhead Control Account
(e) Profit and Loss Account.
Solution :
(a) STORES LEDGES CONTROL ACCOUNT
Rs. Rs.
To Balance b/d 25,000 | By Work-in-progress Control A/c 30,000
To Creditors 75,000 By Production Overhead Control A/c 4,000
By Balance c/d 66,000
1,00,000 1,00,000
(b) WORK-IN-PROGRESS CONTROL ACCOUNT
Rs. Rs.
To Balance b/d 20,000 By Finished Goods Control A/c 65,000
To Stores Ledger Control A/c 30,000 | By Balance c/d 40,000
To Wages Control A/c 20,000 (physical value)
To Production Overhead Control A/c 30,000
(150% of direct wages)
To Profit & Loss A/c (gain on stock) 5,000
1,05,000 1,05,000
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(c) FINISHED GOODS CONTROL ACCOUNT
Rs. Rs
To Balance b/d 35,000 By Cost of Sales A/c 80,000
To Work-in-progress Control A/c 65,000 | By Balance c/d 20,000
1,00,000 1,00,000
(d) PRODUCTION OVERHEAD CONTROL ACCOUNT
Rs. Rs.
To Balance b/d (prepaid amount) 3,000 | By Work-in-progress Control A/c 30,000
To Stores Ledger Control A/c 4,000 (150% of direct wages)
To Wages Control A/c :
Direct Workers 5,000
Indirect Workers 5,000 10,000
To Bank 12,000
To Profit & Loss A/c* 1,000
(over absorption-balancing figure)
30,000 30,000
*Aleternatively the over absorbed overheads may be carried forwar.
(e) PROFIT & LOSS ACCOUNT
Rs. Rs.
To Balance c/d 20,000 By Cost of Sales A/c 14,000
By Production Overhead Control A/c 1,000
By Work-in-progress Control A/c
(gain on stock) 5,000
20,000 20,000
6)) COST OF SALES ACCOUNT
Rs. Rs.
To Finished Goods Control A/c 80,000 By Sundry Debtors/Bank A/c 1,00,000
To Selling & Distribution (Sales)
Overhead Control A/c 6,000
To Profit & Loss A/c 14,000
1,00,000 1,00,000

Notes :

(i) Materials transferred between batches will not affect the Control Accounts.

(if) Non-production time of direct workers is a production overhead and hence transferred to Production

Overhead Control Account.

(iii) Production overheads charged to Work-in-progress Control A/c is Rs. 30,000 (150% of Rs. 20,000).

(iv) In the Work-in-progress Control Account the excess of physical value of stock over book value has
been taken as gain on stock and transferred to Profit & Loss Account.
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(Budgetary Control)

bt i creRie ey @1 & Ieed A i AfdBan I Ta Araaide awel | gaiw 9 fg
)T BT 81 Y DI MfABaH BRA Td ATadiAe AT § Wi 9 fg =1 @ fore ag 1fa smasas ®
& Hifta e aeE 1 s eyt S 3 fasar sy o 9@ srgqEaad TR W9 8 96 |
AT AWTh b1 T ST SEeal &l &aF § @@ fHar S 8, S9H SHed 3 aR<fde AR &l
SHHRY U<l 61 Td ST Bl AN H gAied Afa $H HA1 9@ B | A a1 & forg ga @
B BT B B forg Toredt Fa=101 v Feayel yaaia SuHRvl 2 | fhad | HHM, & AdA,
Y JAT 3T H S w1 1fud &1 & forv g sawas g f Swues & fafi= geai o1 S wa
YUYl ®Y A eI 1Y | 39S forg SEr & 9 favri &t aagrigde i A 99 savas
BT 21 39 IMfARBd 391 A1l Bl BRIif~ad BRA1 91 ARA1fAT U aR<dfdd IRumHl & =ik B PRI
@ ST BT 0 3aead Bl B 39 S 6 gt e 2g neEl A 9 goie W Ua A 21 geiedt R
H fafa=1 @R fharsi o9 wa, Ay, Swurea o1t & aw - A Yaig ™ aaR Ao a418 SRl
£, 2 quic & W= @ 9 § SR M TP Ioie B o arRafds IR | R gC SN B A
T 3R &1 AHlenl 3 TRl ¥ vd ufidpel SRl $l AHIE - B forg gmagel =1 yomrett &5t <=
P ORI 2

qoic &1 3Rd
(Meaning of Budget)

U ARG doic Tah U forfaa aiw=n g oy v fAfdea wrdt 3afd & fore suraafRs va
Scareq el @ wwfa @it vall o1 wffafera fan e &1 99ie wa igaE @ R @R &1 @)
afd | gd & TR R foran S 71 g8 AmilRe Rifer 3t +ifa 7, ®ifs g va [Avaa safd @ fog
R & HRIGATAl BT TYUI @1 Sl g | st | fasha, Ha Swed gd Swed R fdy 9F ara
2R & W W qaigaE aftaferd Bk § W1 8 3afd faey & forg el @6 siavass A 3l i e
H Y 1<l 81 goic & 31 &l e wy | 98z @ forw R=fefaa afRymst @ s=em ff sifa smasas
gl

(1) “forelt amaaRes %N ) SeacH qerl wR R AuiRa dere fbansii o1 sifdpa Jemn 4
FfRd fava 9 qaigae # gore Fed §17 - ‘IRETA’

"A Budget is forcast, in detail of the results of an officially organised programme of operations based
on the highest reasonable expectations operating efficiency." — 'Bartizal'

Tl (Elucidation) — %1 aR4TT 9 IREIoI A ol 31 T Qaigae | wafua fan g i
DI W T [RAT Bl Iaa fAsIGH, ST &1 Td BRIGICR UR, TEITRIS fharsii $1 qdre of
AP AT TR PR b A= H Bl g | IR H 9 IR 3 TP I I <&l 3RAE &, R
faft sarefRe wa Awioh wen o STaaq qaan w1 e 98 e ifea fava g o ¢ aRe
ye R AR o 1 w1 § ta qaigaE @ aoic & U A 98 &) o |l ® 99 93 S ag
fARFa 7 81 f& ggerh g3 RNl d S/ wrfo™ fan o wea 2
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IS SRICYE IAh HAGH<T Thrs<—<d, §7is 1 guic I = R aRwifia fan & -

“gote Te Rfde Igea o1 < w3 & Sewd ¥ [Af¥ea safd @ gd R fasan =S4 sm@fd | @
P oM arell Q@ faxia den /a1 s fQare 21

"Budget is a financial and/or quantitative statemnt, prepared prior to a defined period of time, of the
policy to be pursued during that period for the purpose of attaining a given object". — C.LM.A. England

@Rl (Elucidation)- 3Tgo o To Yo, Twa & SuYad IR 3 I8 T PR &l AT fasan
T ® 6 gore fadf) W arewi@e Wven &1 Ay iR s e faawor g ?, O safd @ far
Ioic g1 T B, SN 3 H v FRT F1 HrifafY sl wReht g7 oft qd RuiRa fan s 21 9o
& w9 fharl gd fAf¥ea deal &1 ura w39 & forg 9Ra va [AERE @it &1

qolc &t i fawari (Main Features of Budget)— d%ic G| = fawa fA=fafea g-

(i) gole o ¥ safdl @ forg e o 8, st 91y, |1, aiffe anfe 8 wodl 21

(i) soTc TR B NI Favensi A Hd, ad9H Ta Hfasg P 4 Geldg Bl 2

(i) goTe M &1 Ieed gd Af¥ed Ban 71

(v) fora erafd & forg aoie a=man o 7, 99 oafd 9 qd & swe Ao &r forn @ 21

(v) g Hifas a1 Hifde sarsdl A aaa Ue faawo g, S geel g1 gd iR il & gea

Frafaa 1Y AR fFa s g

(vi) oI JoIcHd AT & folg T Hewaqul MR Il &

qoIC B Sl

(Objectives of Budget)

goic @ I fA=ferfad g :

(1) B & ST §9F - ol G T AT 2 | I8 Ao A9 gRT 39ETS 18 Hifa ) AR
Pl 2

(2) AT BT WA UM BT - FIA—A S [ DRI H F9Gd (co-ordination) Heg-A1f&T &Y
ITeYH Al 2, oY goie uer oxeal 21 gafd fAaf= oraf & forn faf= soie 9 o[ €, o9 b arsh
goic, 3M doic, SUREY Fuic, e Jure, fam! gure anfe, w_eg 3 @it Uh-gay 11 9w 81 © 3R
Sh1 G-I qIReX goic g1 foban S 21

(3) D AT Y BA1 - goic Y gy & forw gaar @& il srf & s [Ra=o
1 Q1Y B B | i B Praifafa Gen deg Tk vg drieaisi 31 fieR 9 Suveiia 9e fby S
£ e Ra=r 3= g1 21 9ofe 919 9 SR N § W=y fa=o S 9 € 8@ 2

(4) uRega a1 e - R A= @ 9 s wE 8 & - (1) gored Fa=w, e
(2) 9P IRITATH | 391 ST § A Foie) [RI=Io1 aoiel © #1erd | fbar S g 3R a9 uRame+
T goic =1 amve B 2|

Rg=or &1 ari
(Meaning of Control)

=01 arafds g qd [RuiRa qeai &1 garere segaq g, aifd fa=Ror sie@r =R 81 )
QURTHS HaH SOl ol G | aR<id U =101 Ja-eaia $rl &1 T Agwdqul 3 7, e s=aiq
T SUE HAHA] P1 B Td IJhelad A JRf¥ea san g, aifd wxen & gd RuiRa aedi a1 ara
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fbar o w® | ygaa Ra=or @ g Ao ta R o affaferd fhan sian 21 Sared &
T H $d, Hl, DY IS BT GHRIHS I TIIE HY UG 1 8 Ao g 1@ dior 31 Sfea wu
A greq Ife & garen fRa=or @ gw=fRaa aid 21

goicN) Ag=rur &1 3k

(Meaning of Budgetary Control)

goicy! fAg=1 AR Sita vd A= @t il fafd 2, foras 3=ria doie & dedl 3l 99a-9a89g
WR LM H TGHR aR<dfdes IR [ ST Jor=1 Bl SRl ® 3R ufieger aRomdl w gwraeent &1 4 =
HRA Bl YuTell fapRia 9 ol 71 59 e § R=fefaa aRmwieii &1 sreaa= fdan < daan ® -

A FREICYE P AAoH< THISTTH §718 & AR Jores) A=l &1 37, *gemiai &
FOREIRA@ B A B AaeIPARN A ARG BB goic Pl RAYAT 9T IRAfdD IRUMHl B Iolc
AR | TR a1 B A 21 I8 o1 A1 1 I N B I2ed &l Afdea foban gR1 ard A &
forT a1 goic @ HINYH BT MR YSH HRA B for ot Sien 217!

O, T. WPfE B IJER, “TE T a0 w@ o@ie B R/ gfi @ e safa wdt fharsii
&1 qarga &A1 S & 920 S8l 9% Ww9a 81, S gd e & S § 9en 99a anafas aRem
@ gei qafgaiaa den Fafsma oot | & it #1772

3a: gored) fAa=mr 9 A= affed @

(i) doIel Pl RATY;

(i) Sedl ot gl & forg gore sifws] o aRafds TR § AR o=l 91 goie 3ifws uTw

9 BRA IR SaReAw [RgiRa e3=;

(i) uRafda aRRefGEl & FFAR Foel &1 ey |

‘gole’, ‘golfed’ 1 ‘gotext RI=or &1 3R A YR Iarn R -

“goie T 99T 3nfe & Ao S29d B €, Safd auife™1 &1 e gole 991 @ Rl | &1 Jotes)
=1 4 I 9t afafera g 9o s9o afaRe wa guiel & [RaeH &1 s don aoiel &1 ke
eI ta R 2 Aus geaeaia SUHR & WY | gar o affafera 71

goicN) Rg=ur @& 92w

(Objects of Budgetary Control)
e ®Y9 | goley] Ra=Iv1 &1 Se3 ITHR™ &l Ao BT SHD Iua« 3fAd A A A JST1
g | A B Bl Bl Fdafd ga gereran | dEferd HYA1 guie [ & Rigra & TR w) AR d=a
2| AT 9ot T & A e SRed & of 99 &

1. "Budgetary control is the establishment of budgets relating to the responsibilities of executive to the requirements of a
policy, and the continuous comparison, of actual with budgeted results, either to secure by individual action the objective of the policy
or to provide a basis for its revision." —C.ILM.A,, England

2. "It is the system of management control and accouanting in which all operations are forecasted and so far as possible

planned ahead, and the actual results compared with the forecasted and planned ones."
— Scott, J.A. "Budgetary Control and Standard Cost" (Ed Third) P. 10.
3. "Budgets are the individual objectives of a department etc., whereas Budgeting may be said to be the act of building

budgets. Budgetary control embraces all this end in addition includes the science of planning the budgets themselves and the utilisation
of such budgets to effect an overall management tool for the business planning and control".

— Rowland & William H. Harr : Budgeting for Management Control' (2nd Edition p.1.)
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(1) e RulRu § e -1 - Faar 3 am= A RuaiRa a9 3 [Aa=o 36 ggfa et
A1 g FEral s 2 1 R 9 3R favaw iy goie SR 21 €, e e sa & aed 2
2 Hifd goie g1 Aifa RuiRer a1 & fow smavas s Suaer 8 o 21

(2) uRemg R fAg=u1 - fAfa=1 39Tl va fhaeit & ey # 4 9%-u o 9ol TR 89 9 uRe
R =11 w@1 S gaar 21 afe fadt v 4 AuiRa =g Q@ fde u= g giar & @ S9a dRui &)
Sia R S ¥ fan -1 |dan 7

(3) =i ¥ WA BT - Joic ERT A Bad FAi R =01 § @ o g, siftg aRea &
faft= a<ai & Ao <efUa fan o waar g1 9 96l 3 A Sifhs IS B A -1 [ene
HRA § G I

(4) Goht F} smavaaaisii o1 RulRer w1 - goic TR B9 @ W= § @A Yo @ ravadar o
TSR B WA 7 | fhaen o= Yol @, s e a) o Golt 35 snavaewar RuifRa & wad 2

(5) W DR 3 Wl HEM H - Toret Ra=1 & STl & W S USd! B U
o ¥ AR-ge R B 1 S R E E , S IgER 1 ¥ TE B 31T El, I8 Wi guie SR
P R GG 8 S 2

(6) ST B BN TG - IUGT Joic T JH A TIR B B DRV IWUTEH DY BRIETH
B IR H TGN IS AT T S 2| AR fFl wR R Swd BiE o welld g § @ SW QR
Aaf>a faar s 9o 21

(7) R aut gE=F IR W A= W& 1 - g o $1 e Sgev @ W e
Tq S D A3 Pl Feran <1 & ot qd-Faifor aedi 31 arafdsd fder @t Jormn o o wa
gl

(8) FRrr=afAar oM - | Baa Sred aF ¥ & afcw pa-fapa, g anfe @l &= d =i &
RN 9 gRad=eia 1 A fAvaivu oRe Aaxafar = N 396 ST &1 91FT 2

(9) UReT B AE P AMIRES 1 - Joret =01 6t ggf oM & aRegy o e
3% favaaiia = o § 1

|ey ¥ goredl A= & Seva fAfeaf&a b on wad -
(1) A= (Planning)

(2) 9=9g (Co-ordination), <l

(3) =101 (Control) I

goredt A=l & Iaa STl ol Ui & forg Iz smawas & & i W 9o IR fde o 9 gd
faaR IR ITTT B YR R TR fHA SR |

orcdt fRg=o1 & oy
(Advantages of Budgetary Control)

goie] =101 & 3Md oM § | I8 a9 |]i @t gd Haifora w9l | o & forg ue suarh
U IUBI] 7, AMfb Il Td AIEAl A IR IUIET 91 YIS H Aol 8 Wb | A8 i,
M, fHaeH, = ga o @ wred g1 qaitaifor 9 3 fdaesi $1 edar & 9 39 SR
T JIafRerd &7 | 4fds & BRi-berdi B guf B H e ool g | S99 fhansii | sraag den |ire
& I B gAY BT | Tl § A IS HY A B aTeA] AT HH 8 Ol g | Ig Y- & forg
=1, TrifAe va ari-geie & $u § ®rf Bvar ¥ 39 AEfeafaa o &
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10.

11.

EINCKCIC |G|

. SO A B B H FHEie T e s SRl 71 J@fd eis difee ReeR w9l

ST, 913 goic U Wel 949 Sl € <201 U U1 SE9T 1 18] 9+ ol & o Ut =n
7| gaforg fadit gd FMuiRa Sewa 71 81 o1 garm 4 a1t =@ & fob 59 ura fban o a9 |
oI ob U1 JAfdeiTa fersaiia 2 Sl shifag 9] $_al © <of IRomsi 3t gereran drd
gl

I favriia Swefa AdRa axar &1 aoiedt 9ol @ 9 9 81 R U afdd TR W
IR SRR &l DR Hebel |

Ig AR & A= fAur S SareH, fauv[, faxita va gemss= faam &1 93 &= @
B U] Pl U WY P ©U H fIgaR oA & forg a1eg ovent 81 590 IRUIFRGSRY aar™
A P gare wU A g B

AT S HY A AT &l 31 urd) fora 31fde faar 78 San wifd eaems! grR1
AEAUgES faaR & g g Sewd Avea fag o g1

8 U] P foIg YReM & Ahd & ©U H DRI Bl 8 | I8 I © & Pa samgds 3w
SRl fban S =1feT den P Iured A1 AR faar gRida <1 4 fban s =nfv)
IR BT U1 F9I IR 7 SI1 & BIRUT Ig FdRATYHI & Ay 4= @ & vt [Fa—=v &
w9 H PRI B B

goicy] fAI=I01 & BB gR1 AR & 9 fAurT v St & 9 39+ Jad 21

TS RSP 9 e o Iare 4 4Rl faaesi 1 o fasan o1 9@ g1 39 T6R
Ided & 91 § 9 f§ B Sl @ 91 SIS &l AR BH g SRl 21

Jore 3ifwsi o1 uRaTe e a1 faxig Raft & w0 & wu 3 W& w1 | Sared faam
3 faRaa 3= Ay | yarfug ar Rigr 3= |vd @ S 21

S ER1 JaH] Pl I4ed & fAffi= gedi $1 A 31f¥d AVERID S A e H ERl
e @l Sl 21

Sl TGP Th GAARRI Foic Aol fddbRid B o © 701 Sl B IFAR B & ©, ST
fa<ita wvensii 9 snfdfe werar ura wvA § gl = 7

Forcdt =11 & v |eE g e ag gdfRygiRa & o 2 fb we iR fa W o
1= faa @t smavadal @Rl | 39 YBR <A Td AfAGSHHI0T 91 B THIEIER A B
Sl 2 1

goicd! Rg=ur &) Al

(Limitations of Budgetary Control)

Foret = ggfa o1 smevl vefa =& 81 gl ft go Warg € & = &
(1) g5Te &1 & A o1 faRy - Ifd aoed Moo afdadl 3 geraa @ sgerea o 57

FAT &, 3: 39D1 Aiha a1 [Afspa faRy wder gar 8| fRig amdia ya fR-aRadq A gm A st wa fa
P BRo W B 2

1. "Even though a monetary reward is not offered, the budget becomes a game, a goal to achieve or a target to shoot at — and

hence it is more likely to be achieved or hit than if there was no pre-determined goal or target. The budget is an impersonal policeman
that maintains ordered effort and brings about efficiency in results." — C.L. Van Sickle "Cost Accounting" (Second Edition p. 608)



gorest s 531

(2) swifdn aun aRafdfa srfaawn - W 9o &1 IR BT S 98kl g8 WWARI Aifadl g
a1 I B a9 B IR BH & Al Bl aafas Rfdl 9a1g, aR<a 3t Hfed &/ g1 o/ : AR
o el Rafd @1 sIgam™ e v s |/ g1

(3) HHY UCH - oI IAM | Gl WA ERT 3R 8 | IR 3afd d wawerei o1 31frew amem
T B =Ry |

(4) VE=IPI BT WITFATG T8l - qoic YTHUBRI IYBIV B wY § & 2| Tg TI-UDh] BI WA T&
A Fhdl | 39 AfARE B W goic BRIHH ABd T8l 8 bl Ife f[ARlervr va yemad & forw qara
R 9 Bl TE B

(5) AMTTTD [EART - goic} RI=I1 6 Ahear WRed FEar den Arfed &l et ) AR
Pt 81 goie AfABR B Wt fauria gasusdi 1 wgart e af?y | 59 gaeusi @ goie § f[RuilRa
favriia SEeal @1 ura $v4 @ fow 3 SaReRid |wHsE Ay |

3 HHsll & 81 & SR Wt I8 a1 o 9l & b I aaiRe Sushd & forg gorest fRa=m
P ufafd raea®d B 1 3HN YD Bl i [RuiRer va Haom @ forn vt w9 e e 21 afe s=
yg~p gfafed, arafes a1 7ifkie faaron den ufdde=l | 91T 1Y 3=y {9y |el @6t 3R & 319+
T I D DY Al AP Aheredl U< Bl S Aebell 21 O, IR, dicelldra & we] 4, “aoie?) =
Friwdien @ Raaadt, Sfua fRuriasRor gen sraEm @ fhaei o Sfua su-faweE, =t 1 sSfua
ifte=v1, faure Ta fawayor den are ga iy ol o 999 Sugad ggfd R AR o=t g1

Toredt Ra=v1 & forg wew
(Steps in Budgetary Control)

goredl Aa=v1 & forw A1 ®eq SoM Imawas E-

Foife™ @ fog |6 (Organisation for budgeting)

ot A= &R &1 IRAfdE BRI TRRT HRA A Ugal SSRI H aTell YoM WS a9 U Af¥ad
Ao AT BRA1 81 IS FaRAIe B SReRd Weadl [Afdad a= foran s =nfde | v gaxeamas
F1 JABR-AF Hal FATK Bl 8 AT T BT FHal YR Bl 8, 39 G- 7 g AafARaaan 781 =i
AfRY |

Tote fRgumaeh - a8 o fafla uora a1 gRaet & foRwi aoredt S e @ Sewal den ufafsi o
®1 fdavor fear siran 2172

T gole et W fu 1y Ayl faavei 4 & ¢85 =1 € -
1. e P Sl A GHid fAavur 9o = quied) A= & gR1 &9 urw fhar s Gahdan
3

1. "The success of budgetary control must depend on the adequacy and reliability of records, the past and present
performances, on the interest of all executives and sub-ordinates in the purposes of such control, proper departmentalisation and sub-
division of factory activities, a close classification and proper division and analysis of the expenditure, and the most suitable system
of cost and financial accounts." — C.L. Van Sickle "Cost Accounting"” (Second Edition p. 608)

2."A document which sets out, inter alia, the responsibilities of the persons engaged in, the routine of, and the forms and
records required for, budgetary control". —C.IM.A., England
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2. Tl TR B T BRI B SH1 A [, U8 B IFAR T FaRAGD D IJaRaidal
Ter Bl P TP fdawor;

3. goici P AMaTID JFHIG U<l P & folg ORI S arert ufafddt, srgwies <4 ara
AP BT W W Il H Sl fbar ST =120, Y-S old R UH, a1 a1 399 W
s TWERT B MEATIDHT 8 - Ig W Weadl a1 A= A1RY;

4, g9ie g9 B 9t TIRON B FHI-TfTDIT;
5. ufqaes, fdavul, urwy e @ M aret 3 Rars;

6. QI P YR S dTell BRI, T AAAD 2 fob o7 MR W RTal, A 921 faxia
¥ &1 i fban iran 8, a8 o1 921 goie faur <41 |4 Ue |9 8@ @ |

goic RTHEael & TN A 3ME a9 €1 I8 Uh uaiRe Rers 8 forad yde aReIaed &1 Bl
vd IaReAc gRyIfYe wr e siran 21 auie) fAa—=r o) fafd=t aon ufafddi gyarfia &) & el 21
39 ER1 94l B TSl B Had fhar S @ difh gadr @ oY ifead 8 S |

gole ¥ & forg SReEfAd (Responsibility for budgeting)

guic =@ (Budget controller)- IeIfd goic FRiTH & forg g =erevs & i<W w9 4
SRerR ® denfa ag 3ifdie 3resT B afe fAkiervr Sareifa &1 AfSwer 9T te 3 AfIer o) o™
goic g=I% a1 FaTdd $el ol Ghdl 2, Qiv f3ar S| goie Ra=e a1 9aras & ANR & ddh-idl
U8l 3l STFERY B AT a1 SN g yawwd @ 9fd € e wu A rier @ anfu |

golc A (Budget committee)- ol fAT=Ie @1 3 BRl # goic FAS gRT Fer—dl YSH 3l
STl B 1 991 BAC & A fAsha 9 PREMHI e, doic a=, faurita gewue den 3= yaus
B § | AUl R USRS SHE] e Bl § | goic HHS B T8 oA B & gore sifwsl # wRga
PP 31 R faar-fawst H qon aifvw Rard 2

gole 3af® &1 fAuiRor (Fixation of budget period)

goic 3Mafd | dread I Safd | ' foraa fore goie SR aun ar) fdan siran 21 soie safd @R
B YPia TAT ARTE @@ Ffafel iRk AR $eell 81 SSrexoned, R a1 9gHE-Sare SRl 4 I8
M 7 fob 3roic] o aRAfdsarsti | AR o S S1Y | $3fer 394 doie 3@fd Bt gl =nf2v|
T HUs At & forg ft I8 99 A gl 8 Jifd SH@T AR i BeE a9 SRl i a3 a® AR
HRAT B | IR T FARH A1 WR} SAART sRE™ 3 gen | <t goie 3rafd &1 91 Suga 8rm|

gole BR-fafY (Budget procedure)

goIc IS b WA 9 goic 3afd & RyiRur & 91T go1edt Ra=Iv1 &1 aR<fde er U= Ban
2| goredl =01 ugfa @t S 3F 91 aREre B @t Prifafd geraa MR $1 gafd w® AR
el 21 e ff grer=raan 9a 9 o[ aren fafd A= uer @

Yol "ged 31 AR (Determination of key factor)- 1 Ued a8 O & forad ywra @t HH1 4
TEd W & RuiRa &= ot =Ry aifd ag [t @ @ & sriee Tue (@R @ fafa= st |
TR o fdsha, SareA, %, Ads 3nf) Jehifta Su A FFfdd BN AT € 3Mal A8 | 39 9Td Bl
T goic 9eH A1 URiad ged a1 Fa=a gea @t Fed §1 3U Joic §9F A @ & ¥ 3@ JH1 3=
IATIP & | FB JaARI1 4 fAhd T I<H 8 Fhdl & Slaf 3 a1 H IeH, ARTH, M, WA A
ot Tg@ g 8 Wohd © | $TH A9 f¥e Aew@qul ged o1 gd MuiRer R foran s anfiy | g9 fafte
Heh W WA qoic Uga JOR $R foran S anfay den o 99ie 39 WX 3nuRd 81 arfay | deuedrd
e I Arer1 Sif< w9 9 srgHifed @t S =Ry |
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o ged bl g § Ud a1 U 4§ I1f9® B Wahd €| $9d Iarevvl A UK &

YoM, Y U<H A 81 Wabel § 3R I8 Il Bl § STafd areiR 6 i g1 fapa a fg &
g WA 8| TR HEdYUl <P YIHD] b1 B bl g | YDl DI Al H BH B A<l § Al
JARATIRT B YT B WG 8 Gahd &1 T S ufdeers ged i &1 8 @@ 21wl o sruaf<
gaud 8 Wl g A1 A [Af¥ad 8wl ® a1 dsdd & uiias 81 9ad § i | 9 WY 9 A fave
Afordt ot Bt BN B BRUT 3 N G Ted B Wbl ¥ AR $U A, FE=Iw ged e © 8@ dwan
B e erHar |l 3 srqafwrar a1 v a1 goft @t N @ FRu ARG 8@ |t 7

A ged W uFd & 81 £ 1 AT 39 T H FAR v By ¢ @ et § gaeal gR1
39 W =01 fdhan o1 AHdn 81 SUeH o1 e /R 999 B, P ANSR—IS axgsil H IR R, T3
faferdt @y &=, wrnh fMsor uRafda w=, -9 @1 sfaRed el sri F=, s1fe 1 Wicare ueM v,
7 7eNH fhRU uR aAdR nfe Surdl & AT | MfAS ABdr UTd B S bl g

gafgarl @ SRR e (Making of forecasts)- Jargar @1 3if 99a 3 T AR¥=a @l & forg
[HIfAIS & 9 A g | GagHH Ud Jolc H =R B | 9ol AMUIRS SUHA Bt Te gRare e faxia
TS ¥ | TE Uoh A1 S2ed & FORY weversh fhdl 1Q Qaiga & SMUR WR U1l HR Bl 9 el § | qaiga
AR ! O smaeaaarsil, S darmEl 9 fama & Gy § fha oia €1 Hifde Asnsi gen |@ifee
e BT U AH-U AR AN fban S

gafgaril @ dpfeas fAsmll w fdar (Consideration of alternative combination of forecasts)-
Al P ARNFHTH FIH P I A AqH AP FIA TS A1 TIR DI RN B | 59 forg gargaHi
& dfoqs AR R fa=R fsan S 21 o1 |99 Sifde o @1 qaigaEl 1 affsor g7 forn s
g, 99 gargaE fAf¥aa g 9F o[ 2

il D IR AT (Preparation of budets)- GafgaMi &1 < w9 31 & 91 goie AR By
SIId & | ST dolc &l fdhd golc @ YR W) JAR a1 S 21 39 forw SreH a9« &1 4 «aH
@ et B | faf¥= S<ares arme 9oie M ST 9ol B YR R 9UR fhr o 2 1 faxiia aoie fassa
YaigaT A1 IEH doic & YR IR I91-1 S & | 31 4, 39 9 Joici ol Toh R goie | fAfda
Tg g o) &1 o g1 39 geiel W fafi= aRRafaal o s | w@d g wwa-awa W) ey
favar oI 21

gore, FoIfeT uq gorcdl Ag=aor § s
(Difference Among Budget, Budgeting and Budgetary Control)

S fb gd 4 afofa fasan o 2 & gore fait AR sgea o wifta & forg fAfde safd & 4d
TR fha w O iR/ 3ierEn G faavul B 7, Sl S99 3afd 3§ R @t S arell i & gy
IR a1 S 8| g9 31 goie §9M B TP b ©Y H <@ off Faha 21 9. §& (J. Batty) & 31J9R,
“'gore g9 0 §t fbansil & swifd wed §1° (The entire process of preparing the budgets is known
as 'budgeting’) | ¥ UHR ToTet AT=01 & =TIA Jolc & ArFH | qd [giRa dedi &1 ure &1 & forg
IR T FRifAf wR R s wfafea 2an @1 Wews v faferm (Rowland and William) 3 3ot
g% “gaife BR Aartic @i’ (Budgeting for Management Control) # goie, gaifc™ faw=mr # 3R
HEl A1 B | goic = A 3 e a1 |affferd € 8 uReg 91 8§ s goiel & e @ fase aen
TaaIA® RASH ta =01 & forw yaeaaia SUsRur & w9 § 39 golcl Bl YA afdfera g g1
(Budgets are the individual objectives of a department etc., whereas Budgeting may be said to be the act of
building budgets. Budget control embrances all and in addition include the science of planning the budgets
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themselves and the utilisation of such budgets to effect on overall management tool for the business planning

and control) |
qaia Td 99 H =R

(Difference between in Forecast and Budget)

garga fa=it oft ea & afea EF B TRET P Fa A dT DU D HY H ST A 2 g
Hlo THo To, T & AR, “‘qalga w=fAd we3dl &1 TP weA § 1" (Forecast is a statement of
probable events) | TG @I ufshan & IR 9fad § RIS arell BRIfAME & A=Y | qaiga™ B3
IAMTLIF BNl B | WA B I Bt W B forg a9t A areht A 31an gofe 561 gaigaE w
anenRa B & sl I Fal o wahel & & qafgar aoie a9F # nuR &1 $rf Rd § SR fam qatgee
& qolc I IARE B | I9ic Ud QA H THHra [l I8 § fb 3 1 8 ufdsa & forg srgam ue™
B & IR doIe U4 qa@igaE | A IR 0 9 o
(1) gafgam deafadds e & i qaigas &1 ¥ we 1 2 8, Safds qore gd RuilRa dey
Pl U B P T JAR fhd oI £
(2) YA HF 913 B &, il I Tae I & b afdss | w1 9 3t awiie g, siafd gore
s gd Af¥ad i 7 srisa 2 &, e RufRa aRRufEt 4 arg f&@ o &, @ife
e @ qd fRufRa wteal ot wifty & o wab |
(3) guie aFd B FRafra $9 § Wyl WA T ¥, 9efd gafgam ara ® [Rafa @
A PBIS WE TE PR ¥ |
(4) gatga™ Wit geel @ RulRor g idem | Wt 2 €, wafd aoie gaigad & T &
IR # 3 & 31id qaiga™ doie a1 & fog uR &1 &1 & € |
(5) Yaiga™ soie M & forg & 7 fad o 2, afew ou Sewal & forg Wt s fasan <
&, fore1 e goTe 99 | 7€l 81§, Safd qoie o1 W Yaiga W g 2 |
(6) Foic & fAf¥aa srafd @5t gd RuiRa drem &, safd qaigam s=maasi w® snaRa g
T, A 98 A g @ |aa E AR Tea ft Rig @ 9@a g
(7) gargaE & 3id Rig 9 81 o1 Ten 4 B aafaa Aoy o1 Sararl 7= ssvrn o wadan
2, olafd goic & dedl Ud YT aR<fde IRl § R 811 @t <91 § |fRid aafdd &
SRR SERM™T Sl Ahdl 2|

gorcN) Rg=v1 &1 WIeH

(Organisation of Budgetary Control)

Foiedl =01 yae =01 @ U Ae<aqul aaie & | aoiedl =1 @t Ahert Sl AR HRA
I TH IAYAT WS R AR HA 8| TA B a9 & PR, ¥4 1 31T wR goredt Fa=on ugfa &
w9 YR BT & | AHI: Th FS1 ALA H Foledt =101 & ar] &1 & forg 71 wed SeR o
e -

(1) &oIC Bl B! ®IYAT (Establishment of Budget Centres)- IoTc e W MR {7 it s
WIS & T 9 A B, o o goie AR orn 71 3=<ieye site dive gus aa tahs<e (LC.MLA.)
D 3R, "Budget centre is a saction of the organisation of an undertaking defined for the purpose of Budgetary
control". IR & UAP fAuM, o- 54, faspa, JAds, faPr wa srga~a™ 1 & forg 3rer1-31er suie
IR fbar S 21 A% AR & sreger o) Geral 9 S99 fAur & fre avie 991 e 2 | SeENu &
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forg, afe faspa v &1 9oie TR &A1 B O 98 fassa AR @ ga-us (Sales Manager) @1 ARl |
T IR fdhan SR

2) Wired 9 &1 Rt (Peparation of an Organisation Chart)- A = &1 fAHior |ven |
yT B foIT SRR URAE WS B BIHS Saved@l (Functional Responsibilities) 31 RufRor &= den
U FS Bl golc b T H W B RAfY T2 3 a1 & 91 S9a) RAfQ ot e #v & forn
fban Bxan 81 e A &1 fAmior A9 urey @ st fasan S W @8-

Chief Executive
Budget Officer
Sales Manager Accountant Purchase Personnel Production
[Sales Budget [Cost Budget Manager Manager Manager
including and Master [Material Budget] [Labour [Production
advertising and Budget] Budget] and Plant
selling and utilisation
distribution cost] budget]

(3) §vIc wfafa & wman (Establishment of a Budget Committee)- I fHdl |=e &1 MMPR
BICT 3 AL Il B, <l I i@rarerd (Chief Accountant) g1 doie &1 f#for fafi=1 fawri & sreaeli
&) WEIAI 9 WRETY A FR ol 31 IRy AT T 9 AMBR Bl Bl ® <l R g gore afAfy 3t e
Eﬁ\_rné‘}?:s\lsﬂﬂﬁﬁaﬂsmmﬂ@w(GeneralManager)?lﬁT%K’aiﬂ@miﬁm@m
=g fafi=1 wq@ faur & sreger Gen amTeT® (Accountant), I9ie @@ (Budget Controller) 3f@ 81
:

@) goic fAguEel TR & (To Prepare the Budget Manual)- Toie FHEaet @ g1 S+ aafdaal
& BRI 9 SRS BT AR fhar Sirar 8, S 96ie 391 @) ufshan, goic & forw armht teaiexor sreman
goic & Farad 9 fhd-A3-fah vy 9 @@ gy g1 3mgo o THo To & 3R, "A budget manual is a

document which sets out the responsibilities of the persons engaged in the routine of and the forms and records

required for budgetary control". avie fAaHTaeh forfaa Bt & o fb fafy=1 i va su-favr § & §§
BNl 21 goie Rgwmae § ydd a9 & reuel © wrl, fSeRT Ta Sare—@l 1 Wl Sooid 2l g
gore fAmach @t te g faviyan I8 it § 5 a8 gal o= & W9 A (Loose Leaf Form) Kl &, aifds w¥-
Y TR AALIHATIAR 53 aRac b o1 e reran afd fait sifSiaprt a1 swas fab<dt arT 1 sraeaaan
Bl A1 S WAl 9 99 AfABRY B o o |@ |

(5) oo1e 3@ (Budget Period)- fahit aoie @1 3mafdt wm a1 =Ry, I8 SN AR & yaH™ &
gepid T =01 o} smavadal uR AR &l g1 AfQ A= &1 Faar WAl (Seasonal) AT FcTBIerD
Bl Tl goIc TcIHTA & forg TR {32 SR € St A1fies, IR 3nfe 81 wehd &1 Uy afe | Searens
SdIEH 9 |1 a1 g g fAEior 3 SfRaa g 9 G Ren @ forg Seferes ol JuR 353 o g1
ARG goic 3afY U a9 I& it | 9Reg ol fob qd 3 o T & {6 I srafd sgawa oo uafa,
Sared fafd, s 6t widt aRRafadl, Fa=or 3t sravaear onfe & FJUR U ad | 3 W 8 [
¥ 3reran Afds f B Jaal B
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(6) U9 <9 Bl fAuior (Determination of the Key Factor)- 99@ d<d &Il quig HHT AR
ﬁ@%ﬁﬁﬁ%‘ﬁﬁ%ﬁﬂﬁ%l Qﬂﬁﬂﬁliﬁiﬂmﬁﬁ(LimitingFactor),Q]Rﬂﬂﬁl(Governing
Factor) 1 §oic & W&+ H U goic o (Principal Budget Factor) ¥t @gd & | 9”<1d 4 9q@ d 8
T & ol Wt gorel & AT sierer W BT YR 9941 7 | ArIa: fAml (Sales) @ U@ T & w9
A I T 1 IR A Saarfad axggai @t fasst seman f3mt @ weima & sngR R E SwreE @t A
AR Bl S0 IR STEE 3 A B INUR W B AFEN g 3 B 7 6} Snavdhdr & [RuiRor faa
W1 Wl ¥ 1 e 79 I § P At &y awa 9 yfae 7 31 g smams uRReifaEt § Suereran
& IMYR W M, AFEl, Goft onfe oft a9 a<a 8 |9

golc B UBPR
(Kinds of Budget)

goic @ YHRI Bl a1 ¥ 4 fAwifora far s 9o 2-

(1) Elﬂ'&'iﬂﬂr\’ (According to functions)
(2) drd P AR (According to flexibility) |

PRITGAR ToIc D BN :

(1) f@A g9Te (Sales Budget)- I3l aoic Scare e # WewdqUl M I@A1 &, 3 39 984
AL A 9™ ST A1 | {3t aoie TR B &1 SuReldd fdwl-uawa’ (Sales Manager) UR il
2, 99 1 9l & s A e Wt A 3 A @ IgwE e anfRd-

L.

eI, MRS S TAT TA-YRM ATEHI BT 14 GDR [l BT S o1 =anfed |

Joic 3afd & forg U< el DI e W I AR | UK AR DI o1 I afd § ured
TN | B AMRCI

fahl vorel, A famarsi, &=y A9 garuel A goic afd § wwnfaa s amn &
T H WRIE B A1 1Y | JRaIfad Jod uRac | fast R g+ arel y9a & &= |
G ARy |

famt &1 T a1 91 W AR @) R g AR Tsp &t Rafa uv et AR g
2| 3 ) -yeeurs 3 avas 9F-uRBIsl Td FHRER-uA I ) aRRURE @1 srema
BT MY | IA ARG |, ATAIRS TSR 11 3174 faRre |wensi g/ & 18 JHar)
B W & | @ ARy | @R & Aifkzast fAvrT g1 i =reRie ya {1 srgEe
IR ST ©

1 g4Ta IS I DY fAsht B AT BT FFAM M1 =1 |
At gRad= @ ft {3 goie g9 9T s § @A 9 |

I &l &Hd, AR 901 3 @l Sudfed, Ol Rufa 3nfe &6t SHer) 92 vaseet & ifa
A} f3hl gole 991 G9I &= | @l AR |

faspt aote 4 goic 3afd & faft=T Scfaa axgeli A wnfaa fasht @1 qargaE avmn s g1 fas
ol AAGAR dU1 fIBATAR TR 9 € 1 AR goic H Joic 3afd d gds &3 A1 el 4 fast o
AT F1 JIFAM A A1l 2 | FAIDargaR gore A qore 3@fd A v fasmpar g1 90t 51 WA areft A=
1 A T I 2 |
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I doic R T T SIS BT 8 JAT W1 AR B 7, 3 39 A9y g 9 g9
A |

IMlustration 1

Pfizer Enginering Co. Ltd., operates thre sale divisions — North, South and West — selling three branded
products A, B and C. Sales Budget fo the next year has to be prepared by the Budget Committee.

For ths purpose the following information has been made available :

Budget Sales for the Current Year

Product North South West
A 4,000 units @ Rs. 10 6,000 units @ Rs. 10 6,000 units @ Rs. 10
B 3,000 units @ Rs. 20 8,000 units @ Rs. 20 4,000 units @ Rs. 20
C 2,000 units @ Rs. 40 12,000 units @ Rs. 40 5,000 units @ Rs. 40

Actual Sales for the Current Year

Product North South West
A 5,000 units @ Rs. 10 8,000 units @ Rs. 10 7,000 units @ Rs. 10
B 2,000 units @ Rs. 20 10,000 units @ Rs. 20 5,000 units @ Rs. 20
C 1,000 units @ Rs. 40 10,000 units @ Rs. 40 5,000 units @ Rs. 40

[Based on actual sales to date and estimated sales for remainder of the year]
Suggestions and estimates emerging as a result of consultations with divisional sales managers are :
(i) Product A is selling at a higher rate than expected. Market surveys have revealed that it is

popular and possibly under-priced. It is anticipated that, even if the price was increased to Rs. 10
per unit, the product would find a ready market.

(i) Product C is not selling at the expected rate. Market surveys have revealed that customers feel
it to be over-priced and the market can absorb more if the price is reduced by Rs. 2 per unit.

The management has agreed in principle that the price changes should be put through. Accordingly,
estimates based on price changes and on reports from salesmen have been prepared by divisional sales managers
and are as follows :

Increase/Decrease on previous Budget (In Percentage)

Product North South East
A +30 +20 +10
B -10 +50 -10
C +10 +30 +20

The Company follows the practice of preparing sales budget which highlights, apart form the budgetary
figures for the next period, the budgeted sales and the actual sales for the current period.



Solution :
Sales Budget

Division Budget for thenext year Budget for the current year Actual sales for the current period

and Quantity Price Value Quantity Price Value Quantity Price Value

Product (Units) (Rs.) (Rs.) (Units) (Rs.) (Rs.) (Units) (Rs.) (Rs.)
North

A 5,200 11 57,200 4,000 10 40,000 5,000 10 50,000

B 2,700 20 54,000 3,000 20 60,000 2,000 20 40,000

C 2,200 38 83,600 2,000 40 80,000 1,000 40 40,000

Total 10,100 1,94,800 9,000 1,80,000 8,000 1,30,000
South

A 7,200 11 79,200 6,000 10 60,000 8,000 10 80,000

B 12,000 20 2,40,000 8,000 20 1,60,000 10,000 20 2,00,000

C 15,600 38 5,92,800 12,000 40 4,80,000 10,000 40 4,00,000

Total 34,800 9,12,000 26,000 7,00,000 28,000 6,380,000
West

A 6,600 11 72,600 6,000 10 60,000 7,000 10 70,000

B 3,600 20 72,000 4,000 20 80,000 5,000 20 1,00,000

C 6,000 38 2,28,000 5,000 40 2,00,000 5,000 40 2,00,000

Total 16,200 3,72,600 15,000 3.40,000 17,000 3.70,000

A 19,000 1 2,09,000 16,000 10 1,60,000 20,000 10 2,00,000

Total B 18,300 20 3,66,000 15,000 20 3,00,000 17,000 20 3,40,000

C 23,800 38 9,04,400 19,000 40 7,60,000 16,000 40 6,40,000

61,100 14,79,400 50,000 12,20,000 53,000 11,80,000

8¢S

LolRR DLl
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Illustration 2

XYZ & Co. Ltd manufactures two products X and Y and sells them through two divisions East and
West. For the purpose of submission of sales budget to the budget committee the following information has
been made available :

Budgeted sales for the current year were :

Product East West
X 400 at Rs. 9 600 at Rs. 9
Y 300 at Rs. 21 500 at Rs. 21
Actuals sales for the current year were :
Product East West
X 500 at Rs. 9 700 at Rs. 9
Y 200 at Rs. 21 400 at Rs. 21

TR AT | 1 & b avg T S § URg P Ydifdd g1 I8 Ui o ® & afd
T’ BT e | T ¥ g1 i3 91 a1 f 77 qoiR @ @R @@ gt g eiR, avg arE” el &
forg 1fdres gewifdsa g den afe ‘arg” &1 fasma gou | T | F1 o Qa1 oie i 3ifds fasea 8 g |
39 9od RadHl & forg geras AR @ U ¥

391 Yo uReciHi en fasha gorel & ufdaedl W sneiRd g 4 fauria yeweet g1 =1 srgam
FaR fdg T E-

Ale] aoie W fasha A A afder a fg &

Adequate market studies reveal that Product X is popular but under-priced. IT is observed that it
price of X is increased by Re. 1, it will find a ready market. On the other hand Y is over-priced to customers

and market could absorb more if sales price of Y be reduced by Re. 1. The management has agreed to give
effect to the above price changes.

From the information based on these price changes and reports from salesmen, the following estimates
have been prepared by divisional managers :

Percentages increase in sales over budget is :

Product East West
X + 10% + 5%
Y + 20% + 10%

e YA PRIHH Bl eIl A fauria yaeael & srgafad faspa & Sw = sifaRew fassa
wa §-

With the help of an intensive advertisement campaign the following additional sales above the estimated
sales of divisional managers are possible :

Product East West
X 60 70
Y 40 50

T fasha goiec g1SY O Sugad sifesi &1 auael HRY T 91 a9 & Joic a2l aR<fad
faspa A <wifsu|

You are required to prepare a Budget for sales incorporating the above estimates and also show the
budgeted and actual sales of current year.
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XYZ Co. Ltd.
Sales Budget
for the year ...................
Budget for future Budget for current | Actual Sales for
period period period
Division Product Qty. [ Price Value Qty. | Price | Value Qty. [Price | Value
Rs. Rs. Rs. Rs. Rs.
East X 500 10 5,000 400 91 3,600 500 9 [ 4500
Y 400 20 8,000 300 21 | 6,300 200 21 | 4200
Total 900 13,000 700 9,900 700 8,700
West X 700 10 7,000 600 91 5.400 700 9 | 6300
Y 600 20 [ 12,000 500 21 | 10,500 400 21 | 8400
Total 1,300 19,000 | 1110 15,900 | 1,100 14,700
TOTAL X 1,200 10 | 12,000 | 1,000 91 9,000 [ 1,200 9 10,800
(summary) Y 1,000 20 [ 20,000 800 21 | 16,800 600 21 | 12,600
Total 2,200 32,000 | 1,800 25,800 | 1,800 23,400
Illustration 3.

A company's next year budgetr is based on the following information :
(1) Sales : Product A Rs. 3,00,000; Product B, Rs. 2,00,000.
(2) Direct Material costs : 60 per cent of sales.
(3) Direct Wages : 25 Workers at Rs. 1,320 each per annum.

(4) Factory Overhead : Indirect Labour — 4 Workers at Rs. 1,000 per annum; Consumable — 2 per-
cent on sales; depreciation — current year Rs. 15,000; moreover, a new machine costing Rs. 20,000
was purchased to depreciate at 10 per cent; other expenses :

o)
(6)

Factory salaries
Light and Power
Repairs and maintenance

Sundries 10% on Direct Wages.

Selling, distribution and administration expenses :

Rs.
20,000
2,000
2,000

Rs. 15,000

A 48-hour week is worked, but allowances are to be given for (i) 3 weeks annual and statutory
holidays, (ii) weekly loss of 6 hours production time per man due to machine maintenance and

lack of work.

You are required to :

(a) calculate and present the budget;

(b) calculate the effective direct labour hours; and

(c) calculate the factory overhead rate per direct labour hour.
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Solution :
(a) Budget for the Next Year

Rs. Rs.
1. Sales Product A 3,00,000
Budget Product B 2.00,000 5,00,000
2. Production Cost Budget :
Direct Material 60% of 5,00,000 3,00,000
Direct Wages Rs.
Wages 25 x Rs. 1,320 Rs. 33,000
Less : 1dle time 1/8 4,125
Holiday Pay 3/52 _1.904 _6.029 26,971
Factory Overheads :
Indirect Labour 4,000
Consuable 2% on sales 10,000
Depreciation
(Rs. 15,000 + Rs. 2,000) 17,000
Salaries 20,000
Light and Power 2,000
Repairs and maintenance 2,000
Idle time and holiday pay 6,029
Sundry expenses — 10% on Wages 2.697 _63.,726 3,90,697
3. Selling and distribution Budget _ 15,000
4. Total Csot Budget 4,05,697
5. Profit (1-4) 94,303

(b) Effective Direct Labour Hours

Number of men in the factory 25
Effective weks in a year (52 — 3) 49
Working hours in weeks (48 — 6) 42

Total effective hours = 25 X 49 X 42 = 5140 man hours
(c) Factory overhead rate per direct hour
Rs. 63,726 + 51,450 hours = Rs. 1.24 approx.
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Illustration 4.

A company manufactures two varieties of its product X and Y and distributes them in thre sales areas
A, B and C. The budgeted profit and loss a/c for the year ending 31st Dec., 2004 is :

Product
Area Sales X Y Total
Rs. Rs. Rs.
A 25,000 50,000 75,000
B 50,000 75,000 1,25,000
C 75,000 1,25.000 2.00,000
1,50,000 2,50,000 4,00,000
Less : Production Cost of Sales 90,000 1,75,000 2,65,000
X (60% of sales)
Y (70% of sales)
Gross Profit 60,000 75,000 1,35,000
Direct Selling and Distribution Costs were
Areas A B C Total
Rs. Rs. Rs. Rs.
Salesmen's salaries and commission 7,250 8,000 3,750 19,000
Carriage 1,350 1,200 1,450 4,000
Sales office costs 3,500 3,100 2,400 9,000
Advertisement 700 1,700 600 3,000
Salesmen's Expenses 2,250 1,500 1,250 5,000

40,000

The indirect selling and distribution costs were : Advertisement Rs. 12,000; carriage Rs. 2,200;
warehousing Rs. 7,700 collection charges Rs. 4,400 and general administration Rs. 6,000 (Total Rs. 32,300);
and the budgeted net profit was Rs. 1,35,000 — 72,300 = Rs. 62,700.

The budgeted analysis of sales is :

X Y
Sales Area Sales No. of Sales No. of
volume orders volume orders
units units
A 4,000 600 4,000 800
B 8,000 1,000 6,000 1,000
C 12,000 400 10,000 600
24,000 2,000 20,000 2,400
The indirect selling and distribution costs are to be apportioned to sales area as follows :
Advertising Sales Volume
Carriage Sales Volume
Warehousing Sales Volume
Collection charges No. of orders

General Administration Sales Values
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The direct selling and distribution costs are to be apportioned between X and Y products on the basis

of sales value.

You are required to prepare.

(a) acomparative statement showing an anlaysis of budgeted selling and distribution costs by sales

areas.

543

(b) a comparative budgeted profit and loss statement for X and Y products by sales areas.

(c) acomparative statement showing budgeted average net profit for each product sold in each sales

area.

Solution :

(a) Comparative Statement of Budgeted Selling and Distribution

Costs by Sales Area

Total Area A Area B | Area C
Rs. Rs. Rs. Rs.

Direct Costs (Actual)
Salesmen's salaries and commission 19,000 7,250 8,000 3,750
Carriage 4,000 1,350 1,200 1,450
Sales ofice costs 9,000 3,500 3,100 2,400
Advertisement 3,000 700 1,700 600
Salesmen's exp. 5,000 2,250 1,500 1,250
40,000 15,050 15,500 9,450

Indirect Costs
Advertisement (75 : 125 : 200)" 12,000 2,250 3,750 6,000
Carrige @ 5 paise per unit? 2,200 400 700 1,100
Warehousing @ 17.5 paise per unit® 7,700 1,400 2,450 3,850
Collection charges @ Re. 1/- per order* 4,400 1,400 2,000 1,000
Gen. Administration in the ratio 6,000 1,125 1,875 3,000
of sales value i.e., 75 : 125 : 200

32,300 6,575 10,775 14,950
Total Cost 72,300 21,625 26,275 | 24,400

1. Advertisement exp. and Gen. Administration exp. divided in the ratio of total sales of Rs. 1,50,000;

2,50,000; 4,00,000 i.e., 75 : 125 : 200.

2. Carrige — Total units handled 24,000 of X and 20,000 of Y = 44,000 i.e., 5 paise per unit.

3. Warehousing — Total units stocked 24,000 + 20,000 = 44,000; and exp. Rs. 7,700, i.e., 7,700/44,000

=17.5 per unit

4. Collection charges Rs. 4,400 and total orders received 4,400 of X and Y, i.e., Re. 1/- per order.
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(b) Comparative Statement of Budgeted Profit and Loss Account

X Product Y Product Total
Area Area Area Area Area Area
A B C A B C
Rs. Rs. Rs. Rs. Rs. Rs. Rs.

Sales values 25,000 50,000 75,000 50,000 75,000 | 1,25,000| 4,00,000
Less : Production
cost of sales
(60% of sales) 15,000 30,000 45,000 35,000 52,500 87,500 | 2,65,000

Gross Profit 10,000 20,000 30,000 15,000 22,500 37,500 1,35,000
Less : Selling and

Distribution costs

(Divided in the

ratio of sales)
Area A Rs. 21,625, in

the ratio of 25 : 50 7,208 14,417
Area B Rs. 26,275 in

the ratio of 50 : 75 10,510 15,765 72,300
Area C Rs. 24,400 in

the ratio of 75 : 125 9,150 15,250
Budgeted Net Profit 2,792 9,490 20,850 583 6,735 22,250 62,700

(c) Comparative Statement of Average Net Profit of each Product
X Product Y Product
Area Area Area Area Area Area
A B C A B C

(A) Sales Volume (Nos.) 4,000 8,000 12,000 4,000 6,000 10,000
(B) Budgeted Net Profit (Rs.) 2,792 9,490 20,850 583 6,735 22,250
(C) Average Net Profit (B + A) 0.698 0.180 1.738 1.146 1.123 2.225

Illustration 5.

ABC Company sales two products which are manufactured in one plant. During the year 2004 it
plans to sale the following quantities of each product :

Sales Budget Units

First Second Third Fourth Total
Quarter Quarter Quarter Quarter
Products X 90,000 2,30,000 3,00,000 80,000 7,00,000
Products Y 85,000 75,000 55,000 85,000 3,00,000

Each of the two products is sold on a seasonal basis. Product X tends to sales better in summer months,
while product Y sells better during the winter. The company plans to sale product X throughout the year at a
price of Rs. 10 a unit and product Y at a price of Rs. 20 a unit.
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A study of the past experience reveals that ABC company has lost about 3% of its billed revenue
each year because of returns (consistuting 2% loss of revenue) allowances and bad debts (1% loss).

Prepare a budget incorporating the given information :

ABC ¥ €1 IdIE 9=l 8 Sl U wir< ¥ fAfda fda o 1 2004 adf 9 ag A= 9 3=[

@ Ao 911 I T
fam aore g
e s facih el i =gel Rt T
IAI§ TR’ 90,000 2,30,000 3,00,000 80,000 7,00,000
IdqIE ‘a8’ 85,000 75,000 55,000 85,000 3,00,000

TS I JIGH & JAR faba 7| I ‘ars’ T 4 3fde fddpan 7 iR S ‘e’ el |
I fdmen g1 F¥ ‘I’ TAT ‘A8’ SeUIE A9YUT g9 shHe: 10 9 Ul SIS 701 20 9 Ufd S1s Jo

&Y IS 9491 ¥ 2

T 1WA T I & & Bt A s @ 9 391 O w1 3% ura 761 gon o A arft I
B PRI (M B 2% B ®) WK T 9 FUIT B BROT (1% & B 3 &) |

Solution :

First Second Third Fourth Total

Quarter Quarter Quarter Quarter

Rs. Rs. Rs. Rs. Rs.
Products X, Sale price Rs. 10 per unit | 9,00,000 23,30,000 30,00,000 8,00,000 [ 70,00,000
Products Y, sale price Rs. 20 per unit | 17,00,000 15,00,000 11,00,000 | 17,00,000 [ 60,00,000
(a) Total Sales 26,00,000 38,00,000 41,00,000 | 25,00,000 | 1,30,00,000
Loss for returns @ 2% on total sales 52,000 76,000 82,000 50,000 2,60,000
Loss for Bad Debts and Allowances

@ 1% of total sales 26,000 38,000 41,000 25,000 1,30,000

(b) Total Deduction 78,000 1,14,000 1,23,000 75,000 3,90,000
Net Sales (a — b) 25,22,000 36,86,000 39,77,000 | 24,25,000 | 1,26,10,000

(2) SUIEH §Gi€ (Production Budget)- SIEH goie # wfdsy g1 fban SiA aren fAwior srised
fn <z 21 ¥ goie famt goie w snaRRa g 71 famt aoie wa @t | IRea $Ral @ wafe Swred
goic S99 AR 3t gfdd et & | FAREa wmn A Sares FA @ fore Swres A & vesua 31 @i smavas
Qe Bl IIGFRI A1 H G TSl 8 | ST Joic Bl I8 B AN IR 31 IUIEH Bl BT §
fora1 @R & |41 @11 afe Tt TeR ® TS B BRA TR A A1 IAIEH BRA1 R T2l g foran P
fast gore it T fie 9 sava® & @ A g8 9 § & s 9oie § aeguR € RIS BRA 3 sravgdd
SRl

39 golc Bl g9 | fA=ferfaa ardl & sarq | 1 S 2-

1. Screq fFrRo- ScareH REieE O a9ie &1 Jd 9w 8| I &9l Bl 9IS SuAi,
Wﬁqﬁiﬁﬁmﬁm,Wﬁﬁ(KeyfaCtor), IAEH-IERY o b armh 9 3§ a9 F4,
R Ut ¥feh, I Ieare ot Iugad A [uiRa $ea 3 fdareiia gk € 9en 39 sore
Bl guIfad Bxd 21
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2. SUIEI B AEF BIF-H SAE B9 aEnei § g9 i, fAaneiia 71
3. e d W M arelt 9= s9a1 fAvfa A gedl w AR R - wfass | [t o6t |,
e 3t YRAuTE, ITie Bt g8 AR a0 TRR0 HA H 9 MR |
4. fash golc |V WHEY- IS Joic B 8T U@ AR A fI9) gore W anenRa 8 g, o
f& do wwsman o gt 2
Illustration 6.

Prepare a Production Budget for each month and summarised Production Budget for the six months
period ending 31st December, 2004 from the following of Product 'X'.

(1) The units to be sold for different months are as follows :

July 2004 1,100
August 1,100
September 1,700
October 1,900
November 2,500
December 2004 2,300
January 2005 2,000

(i) There will be no work-in-progress at the end of any month.

@iii) Finished United equal to half the sales for the next month will be in stock at the end of each
month (including June 2004)

(iv) Budgeted production and production cost for the year ending 31st December, 2004 are as follows :

Production (units) 22,000
Direct Material per unit Rs. 10
Direct wages per unit Rs. 4

Total wages per unit

Total factory Overheads

approtioned to product Rs. 88,000
Solution :
Production Budget (in units)
(For six months ending 31st December, 2004)
July Aug. Sept. Oct. Now. Dec. | Total

Product X'

Sales 1,100 1,100 1,700 1,900 2,500 2,300

(+) Closing stock 550 850 950 1,250 1,150 1,000

1,650 1,950 [ 2,650 3,150 3,650 3,300
(-) Opening stock 550 550 850 950 1,250 1,150
Production Budget 1,100 1,400 1,800 2,200 2,400 2,150 11050
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This Budget can be presented as follows also :

July 50% (1,100 + 1,100) 1,100
August 50% (1,100 + 1,700) 1,400
September 50% (1,700 + 1,900) 1,800
October 50% (1,900 +2,500) 2,200
November 50% (2,500 +2,300) 2,400
December 50% (2,300 +2,000) 2,150

11050

Production Cost Budget
(For 11,050 units)

Direct Material @ Rs. 10 1,10,500
Direct Wages @ Rs. 4 44.200
Factory Overheads @ Rs. 4 44.200

Total Production Cost @ Rs. 18 Rs. 1,98,900

Ilustration 7.
Aroma Industries manufactures two types of hand tools — Centurion and Sherman.

An estimate of the number of units expected to be sold in first seven months of 2004 is given below :

Centuirion Sherman
January 5,000 14,000
February 6,000 14,000
March 8,000 12,000
April 10,000 10,000
May 12,000 8,000
June 12,000 8,000
July 10,000 8,000

It is estimated that—
(i) the work-in-progress at the end of every month will be nil, and

(i) finished units to 50 p.c. of the estimated sales for the next month will be in stock at the end of
each month and this would apply to December, 2003 as well

Centurion Sherman

Production (in units) 1,10,000 1,20,000

Costs per unit : Rs. Rs.

Direct Materials 12 19

Direct Labour 5 7
Other manufacturing expenses

apportionable to each type of hand tool 3,30,000 4,80,000

You are required to draw up—

(i) a production budget showing the number of units to be manufactured every month during the
first half of 2004, and

(i) production cost budget, in a summarized form, for the first six months of 2004.
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Solution :
Aroma Industries
Producton Budget (in units)
For six months upto 30th June, 2004

Jan. Feb. | March April May | June
Centurion :
Sales 5,000 | 6,000 8,000 10,000 | 12,000 [ 12,000
Closing stock 3,000 [ 4,000 5,000 6,000 6,000 5,000
Estimated Requirements 8,000 | 10,000 [ 13,000 16,000 | 18,000 | 17,000
Opening Stock 2,500 | 3,000 4,000 5,000 6,000 6,000
Estimated Production 5,500 | 7,000 9,000 11,000 [ 12,000 | 11,000
Sherman :
Sales 14,000 | 14,000 [ 12,000 10,000 8,000 8,000
Closing Stock 7,000 | 6,000 5,000 4,000 4,000 4,000
Estimated Requirement 21,000 | 20,000 | 17,000 14,000 [ 12,000 | 12,000
Opening Stock 7,000 | 7,000 6,000 5,000 4,000 4,000
Estimated Production 14,000 | 13,000 11,000 9,000 8,000 8,000

Production Cost Budget (Summary)
For six months upto 30th June, 2004

Centurion - 55,500 units Sehrman - 63,000 units
Elements of Cost Cost per unit Total Cost Cost per unit Total Cost
(in Rs.) (in Rs.) (in Rs.) (in Rs.)
Direct Materials 12 6,66,000 19 11,97,000
Direct Labour 5 2,77,500 7 4.,41,000
Manufactguring Expenses 1.50 83,250 2 1,26,000
Total 18.50 10,26,750 28 17,64,000

Assumption :

In the absence of any information, it has been assumed that the total manufacturing expenses are
equally divided to be itno direct and indirect charges, the latter to be treated as overheads included in the overhead
budget.

In the light of this assumption, calculation of manufacturing expenses per unit to be accounted for in
the production budget is as thus :

. Rs.3,30,000
Centurial — 50% of 1.10.000 units — Rs. 1.50
Rs. 3,30,000
Sherman — 50% of —rnann - =Rs.2

1,10,000 units
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(3) AR ¥5Ie (Material Budget)- A3l goie fB=ft ft wven & w1 AuiRa Swes aoie &
IFAR IS B H TP Al D Saedanl Pl der 8 | AFBH goie $ i &1 J&1 S9d I
BT P YaTH U A o B & SMATIHAGIR Hed A DI IMYfT BT B | AFEH qoie Tael arni
& forw € IR fbar Siran 2, Iwcaer 9l B R SuRey § affaferd favan siran g1 9rsh goie a9
A U: T $pTs & S<UIe P folg Maead ARBH 6 A1 61 JFAM -1 Al g 3R 91 3 Iarfad
& S aTell TR STl A TON RS fel ARBH @t 7 iR & o ol 3 1 ArEh goie 91
A= 919l D saE @ WA JaES B-

() fafa= gd fRuifRa [l ) R 9 Suae = arel arEh @5t 9= va 91

(i) sHT B M drel ATEN BT T w1 ERN ?

(i) ATFER & HY BT YBR AU AR THE HF B TRAN @1 SYR | SUYR HI Dt I a1

g 3R FHe I R U B aTell g Fa1 8RN ?
(iv) S<UIfed HI S aTell axG3Al DI AT T ITe Ufshal H g4 arell A 9 T &
1 B ?
Illustration 8.

A company expects to sell 50,000 units of a certain product in 2004. Two materials A and B are required
for manufacturing the product. Each unit of product requires 2 units of A and 3 units of B of raw materials.
The estimated opening balances at the commencenment of 2004 year are Finished products 10,000 units. Raw
Materials : A—12,000 units; B—15,000 units. The desirable closing at the end of 2004 are Finished goods—14,000
units. Raw Materials—A—13,000 units and B—16,000 units.

Prepare a Materials Purchase Budget for the year 2004.

Th P 2004 a9 H T A9 I1E B 50,000 ShISAT I B AT Bl 2 | S<re B fAHfor
P & forw ‘3 gen ‘9’ <) Il Tty | Swie @) Ud 3PS @ forg Al ‘31 @) S sprsal aun ArEh
g B 3 5P1sAT AT | 2004 a9 B IARF H AT RMRD 9 F4=1 § - TR A1 10,000 SPTSAT, Been
AT, ‘31" 12,000 SBTSAL, ‘@ 15,000 3b134T | 2004 94 & 3 § sfewa if<w 9w & - AR w16 14,000
SPIgAl, el |1l “31° 13,000 Sb13dT 91 ‘g’ 16,000 ShIST |

2004 99 & forg armil-ha Toic SIS |
Solution :
Production Requirement Units
Estimated ales of Finished Goods 50,000
Add : Closing Stocks 14.000
64,000
Less : Opening Stocks 10.000
Units to be produced 54.000
Material A Material B
(Units) (Units)
Materials 54,000 % 2 54,000 x 3
=1,08,000 =1,62,000
Add : Closing Stock 13,000 16,000
1,21,000 1,78,000
Less : Opening Stock 12,000 15,000
Purchase Requirement 1,09,000 1,63,000
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Illustration 9.

The following are the estimates sales of a company for eight months ending 30.11.2004—

Months Estimated Sales (units)
April 2004 12,000
May 2004 13,000
June 2004 9,000
July 2004 8,000
August 2004 10,000
September 2004 12,000
October 2004 14,000
November 2004 12,000

As a matter of policy, the company maintains the closing balance of finished goods and raw materials
as follows :

Stock in item Closing balance of a month
Finished Goods 50% of the estimated sales for the next month
Raw Materials Estimated consumption for the next month.

Every unit of production requires 2 kg. of raw material costing Rs. 5 per kg.

Prepare Production Budget (in units) and Raw Material Purchase Budget (in units and cost) of the
company for the half year ending 30st September, 2004. [ICWA (Inter) June, 1999]

Solution :
Production Budget (in units)
for the half-year ending 30th September, 2004
Month Sales Closing Balance Opening Balance Production
(in units) 50% of the

estimated Sales
for the next month

1 2 3 4 5=2)+3)-4)

2004

April 12,000 6,500 6,000 12,500
May 13,000 4,500 6,500 11,000
June 9,000 4,000 4,500 8,500
July 8,000 5,000 4,000 9,000
August 10,000 6,000 5,000 11,000
September 12,000 7,000 6,000 13,000

64,000 65,000
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Purchase Budgets (in cost & units)
for the year ending 30th September, 2004

Month Production | Consumption | Closing Opening Purchase Rate Amount

inunits | (kg.) @ 2 kg. | Balance Balance inkg. Rs. Rs.
per unit

2004

April 12,500 25,000 22,000 25,000 22,000 5 1,10,000

May 11,000 22,000 17,000 22,000 17,000 5 85,000

June 8,500 17,000 18,000 17,000 18,000 5 90,000

July 9,000 18,000 22,000 18,000 22,000 5 1,10,000

August 11,000 22,000 26,000 22,000 26,000 5 1,30,000

September 13,000 26,000 26,000 26,000 26,000 5 1,34,000
65,000 1,30,000 6,65,500

(4) 319 qo1e (Labour Budget)- I9T¢ I<UTeH & forg maeasd ucdel 3/ &1 Aaedddiasii o1 A
TIE #¥ golc H ST S 2 1 $9 golc Dl 9 4 4/ A 6 U a%y, e 1 faur & ga ar
A U & W 9ga WS B B | 99ic Bad Udel S AN B AT U 37 O TA1 AR Sl Pl
faaRor ya™ B wEH B | Ugel sraven H, G sM AN @t o & forg Swured @ ufd sHTE ywE s
ST BT A 1 A1 | 9K P18 AR Dl Ioic SH1sal | 0N PR IR Ucdel 319 Bt rgara
T A Il B 1 O 3= 4, (i) Uget 319 el a1 (i) 3 Aeigdl &R & A TR fby o
g | AMIR® g o AoIgdl &t ughi, Swures ufshan 3t fafd qen are aae yoa RuifRa w373 &
R TG Bl Y& 3M Tl § 2ad fFa1 o waar iR It & @) 39 ? e fafdre avg @ (v &
forg & S arelt siraa AeIgRl SR @t UM, Q) T8 woigd 7 fawr W @ ey @ forg bt U el & uwa
379 U<l & AL g ST & YR WR & SRl | 39S JifaRad swas RuiRor # o= aRRefaai o i
== 9 Y@ ST 2

el AT goie & Hifa ucaer s/ goie Mt 91 PR &1 @ Adhdl 8 - (1) 3¥ Maegdhdl dolc a2
(i) s T a1 FAgfaa aoie | U2/ Ioie JMaedd 371 &l AT 94Tl § (S Sre 3t A, Uf avg Smaeds
%9 "2 3R P THY R AR el 8) Safs fadiia aoie A sffei @1 [Agfaa @1 /e g 2|
Illustration 10.

P Ltd. manufactures two products using one type of material and one grade of labour. Shown below
is an extract from the company's working papers for the next period's budget :

Particulars Product A Product B
Budgeted sales (unit) 3,600 4,800
Budgeted material consumption per product (kg.) 5 5

Budgeted material cost Rs. 12 per kg.
Standard hours allowed per product 5 4
Budgeted wage rate Rs. 8 per hour

Overtime premium is 50% and is payable, if a worker works for more than 40 hours a wek. There are
90 direct workers.

The target productivity ratio (or efficiency ratio) for the productive hours worked by the direct workers
in actually manufacturing the products is 80%; in addition the non-productive downtime is budgeted at 20% of
the productive hours worked.
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There are twelve 5-day weeks in the budget period and it is anticipated that sales and production will
occur evenly thorughout the whole period.

It is anticipated that stock at the beginning of the period will be :
Product A—1,020 units; Product B-2,400 units; Raw matrial 4,300 kgs.

The target closing stock, expressed in terms of anticipated activity during budget period are : Product
A 15 days sales; Product B 20 days sales; Raw material 10 days consumption.

Required :
Calculate (a) the material purchases budget, and (b) the wages budget for the direct workers, showing
the quantitites and values, for the next period. (C.A. Inter, Nov. 1995)
Solution :
Material Purchase Budget
(In quantities and Value)

Products A B Total
Budgeted Production in units (WN 2) 3,480 4,000
Material Consumption (kg.) (3,480 units x 5kg.) (4,000 units x 3 kg.)
17,400 + 12,000 | 29,400
Add : Closing Balance of material (kg.) (WN 3) 4,900
34,300
Less : Anticipated Opening Balance of Material (kg.) 4,300
Total Quantity of Material (kg.) to be purchased 30,000
Total Value of Material to be purchased (Rs.) (30,000 kg. X Rs. 12) 3,60,000

Direct Workers Wages Budget
(showing hours required and wages paid)

Products A B Total
Budgeted Production in units (WN 2) 3,480 4,000
Standard hours for (3,480 units X 5 hrs.) (4,000 units X 4 hrs.)
Budgeted Production 17,400 16,000 | 33,400
Standard Hours for Budgeted Production at
Targeted Efficiency Ratio (A) (WN 4) 41,750
Add : Non-productive Downtime to (A) (20% % 41,750 hrs.) 8,350
Total Labour Hours Required 50,100
Less : Normal Labour Hours (90 workers X 12 weeks x 5 days X 8 hrs.) 43,200
Difference (Overtime hours) 6,900
Wages for Normal Hours (Rs.) (43,200 X Rs. 8) 3,45,600
Overtime Wages (Rs.) (6,900 X Rs. 12) 82,800
Total Wages 4,28,400
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Working Notes :
1. Computation of Closing Stock Balance of Products A and B

Budgeted Period of
Sales (in days) = 12 weeks X 5 days = 60 days
Closing Stock of Production A (units) (15 days sales) = 3,600 uggt;;;iS days
= 900 units
. . 4,800 units x 20 days
2. Closing Stock of Product (units) (20 days sales) = 60 days
= 1,600 units
Products Production Budget (units)
A B
Sales in units (60 days) 3,600 4,800
Add : Closing Stock (WN 1) 900 1,600
Less : Anticipated Opening Balance 4,500 6,400
Total Number of Units to be produced 1,020 2,400
3,480 4,000

3. Closing Balance of Material (kg.)

_ Total Material Consumption

Closing Balance of Materials = 60 days x 10 days
_ 29,400kg.
= 760 days x 10 days

Standard Hours for Budgeted Production = 33,400

5. Standard Hours for Budgeted Production
at target 80% efﬁciencygratio — 33,400 Hrs. x 100
80 days

= 41,750.

(5) SURS™ qoIe (Overhead Budget)- ST WR fhd WM a1l 319<Iel Al BT TP N Joic
TR o S 21 39 g9ie ) A= 1 9ri § |t o g

(i) PREMI SYREY o€ (Factory overhead budget)- BREI IT IAEA SURAT § el
39, 3yge] AT UG 31Mehel Y B NI Afferd gl g | S<are SuRert & = Aifor | fawea fdan
S Wbl ® - (i) IR Ui 9 o Scre @t A § 9Radd @ Suw Wt ReRr wed €, (i) uRadete
3T 9 T IS B A1 Ted-ged & &, AU (iii) 31 -uRacieftar srarfeq 3 o sreraran uRac=refiar
¢ <M1 eI RARA | goie afd # fby oI a1l 371 Wt SuRerdi &1 igar Swre SuRerd gere 3 faan
ST ' 1

W ST SURSE! H1 JFAM fIsel o 9N 3FTelt goic 37afd & IR 8 arel gRaci
Bl PN B IR TR a1 3fdw HfSAE & T man o doan & | aRaciTeiia SuRerdi &1 srgaH e
Iafd ¥ fPu S aral SIS 91 PR B WR B OF H gD AT S 2
Illustration 11.

The budget manager of Alankar Cosmetics Limited, is preparing a budget for the accounting year
starting from 1st July, 2004.
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As part of the budget operations, some items of factory overhead costs have been estimated by him
under specified conditions of volume as follows :

Volume of Production (in units) 1,20.000 1,.50.000
Rs. Rs.

Expenses :

Indirect Materials 2,64,000 3,30,000
Indirect Labour 1,50,000 1,87,500
Maintenance 84,000 1,02,000
Supervision 1,98,000 2,34,000
Engineering Services 94,000 94,000

Calculate the cost of factory overhead items given above at 1,40,000 units of production.
[B. Com. (Hons.) Delhi, adapted]
Solution :
Factory Overheads Budget
Production 1,40,000 units

Rs.

Indirect Material (Variable @ Rs. 2.20 per unit) 3,08,000
Indirect Labour (Variable @ Rs. 1.25 per unit) 1,75,000
Maintenance : Fixed 12,000
Variable @ Re. 0.60 per unit 84,000

Supervision: Fixed 54,000
Variable @ Rs. 1.20 per unit 1,68,000

Engineering Services (Fixed) 94,000
Total Factory Overheads 8,95,000

Working Notes :

The fixed and variable element included in each item of factory overhead has been ascertained as
follows :

(i) Indirect material
Change in Expense

Change in Output
66,000/30,000 =Rs. 2.20

1,20,000 x 2.20 = Rs. 2,64,000 for 1,20,000 units
Hence, there is no fixed element involved.

Variable cost per unit

Variable Indirect Material

(i) Indirect Labour : .
Change in Expense

Change in Output

= 37,500/30,000 =Rs. 1.25
Indirect Labour for 1,20,000 units = 1,20,000 x Rs. 1.25

= Rs. 1,50,000

Hence, there is no fixed element involved.

Variable cost per unit =
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(i) Maintenance : .
Change in Expense

Change in Output
18,000/30,000 = Re. 0.60
Maintenance for 1,20,000 units = 1,20,000 x 0.60 =Rs. 72,000
Fixed Maintenance cost for 1,20,000 units
= Rs. 84,000 — Rs. 72,000 = Rs. 12,000

Variable cost per unit

(iv) Supervision : .
Change in Expense

Change in Output
= 36,000/30,000 =Rs. 1.20

Fixed Supervision cost = Rs. 1,98,000-(1,20,000 x 1.20)
= Rs. 54,000.

(i) wemIfA® SYREY §6ie (Administration overhead budget)- 39 dolc d It B FRATAl
D I 91 YDl P a1 INfe Aftuferd ved &1 Supd @ wft yemfAe faur @ srasaearsi @
AEYFgdD favevu] g mavasd & | Ydd fAurT & gera aReres @ forg <=a9 sravasdisii a1, T
quf & ArTEl 91 goie IafY @ forw yemfAe favm @6t Jesh 9 SRRl B IEIIH B MR TR
JrgaIe Rt S g | ol semafe faur @ forg aoie gemafie favrl & 9 a6-u o& geiel & AR &R
TR B o €1

(ii1) fasrg va faawur SuR=™ goic (Selling and distribution overhead budget)- 39 9oic ¥ fawpa,
fasas, arEw! B A B GuEh anfe | iR @it g wfwfea @ # 1 a7 fdw srot B afe
AR B GG, AEDI b PR, fAaxor & o =aar & faspa favrl & srgar favefia fasan sme ) sa
IoIc Bl §9M H1 IS A & SifSawRal &1 g 21 faspa g &1 wwnfaa fasea o6t v 3 a9
BT Saeds 2 | faavur & armal R A= W@ &1 0 g b S wifde | 9ot B R SRl
B AR Bwa 2
Illustration 12.

You are requesed to prepare a Sales Overhead Budget from the estimates given below :

Variable cost per unit =

Rs.
Advertisement 2,500
Salaries of the Sales department 5,000
Expenses of Sales department 1,500
Counter Salesmen's salaries and deamess allowance 6,000
Commission to counter salesmen at 1% on their sales.
Travelling Salesmens commission at 10% on their sales and
expenses at 5% another sales.
The sales during the period were estimated as follows :
Counter Sales Travelling Saloesmen's Sales
80,000 10,000
1,20,000 15,000

1,40,000 20,000
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Solution :
Sales Overhead Budget
(for the period ending ......... )
Estimated Sales
Rs. 90,000 Rs. 1,35,000 Rs. 1,60,000
Fixed Overheads :
Advertisement 2,500 2,500 2,500
Salaries of Sales Department 5,000 5,000 5,000
Expenses of Sales Department 1,500 1,500 1,500
Counter Salesmen's Salaries and D.A. 6,000 6,000 6,000
15,000 15,000 15,000
Variable Overheads :
Counter Salesmen's Commission @ 1% on sales 800 1,200 1,400
Travelling Salesmen's Commission @ 10% 1,000 1,500 2,000
Expenses 5% 500 750 1,000
2,300 3,450 4,400
Total Sales Overheads 17,300 18,450 19,400

(6)3!3'\‘1‘&13 g fAp™ Toic (Research and Development Budget)- &t N aaRe 9 [Auih
SR 9 [T BT fAPra T e (SRR =rerq drelt) fban 71 wifes a<tar gu ufawagt &1 g7 2 3R
I3 W ST UG & 59 71 8 WED! DI ®fA T 90 S (S & Fe aRacefa =it 3) g aa-3a
T3 fam1 sifaea 9 =€l ¥g Wodl 21 39: g8 9ug &) 91 & P Gven & i & 99R) @A Je1 AR
W & U IR IPRR e B oIy W § g6y 9 e & Frf ot 1 @en o+ @+ afdu)

o1 @l 3fe o1 |fafera fasan s 8, Stafed fAerareas sril & s=rfa gau™l & R F]
&2 M areht a@el @ Fofal @ arafasa &1 wu 1 Wi g B 38 $a o § & Qe &
IS I8 Bl § IRl SIJHYU 3 Bl ® Ud fAhr a8t wHe g @ ofel aRafds Seured IR gl
g | i faera Igay™ iR aR<fde ITeT & 92 T d (Bridge) $1 $1A A B

VY FqER 9 ST STl Y 9 AP @ Sl 6 Jea & S g, 98 Iy g faer fawr a6
RITGT Bt A 31 59 A9 &1 yeeas & g9y @ e goie 31 IR $RaT g1 39 JoiC H goie
iYW IFAY B =TI °Te] DI WA dTelt AITI31 IR B dTel FRIIfAd T T HeRany [l Bl 1<
FRIfAT ™ &1 3Mder fban STl B 1 I8 doic g9y d e sriwal w 6 91 are == afd,
I & forg a0 fbd ST aTel SUBRON Pl AT, ST B4 9 A& Y AT & TW9 H Faard
IUTE] BRI 8 | 39 goic Bl [AHi0r Sefara @ forg fban Sar § va i &1 afieror g g gRad=sha
a9 | fhar s 21

(7)"iﬁﬂ1'ﬁ Y qoIc (Capital Expenditure Budget)- Srdpreiq A R i & forw o9
& 4, wa=l, Ag®l, wive g 7R, S R of & forg U Joie ot siawgddn Bkt & Wit fdb aod=
7 4fasr & e H raaHIsi H R PR TP | I8 Ioic YoIN JI goic dedrl | (ol =3 a8
g Sl fob <oift vl @ T Rl & o R, RIS &R, ASER PR A1 RAIMUT B TR B} SRt
2| 9HR @l @R A 3 AR B iR IR 2@, e g, §H1 2, B, B @l o 99 9E
@ Pa A TR 8§, |afffora fbt i 7
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Ig goic ARGl TR @5t 9ofa & SR SHdTela @ AsAdiely guie BIa ¥ | 4RI @t
SUEIAT 39 Foic Bt AUige® gkil § IRy H9-H0 i o smavdsar s fED gril § fb SYR aav
M I @A g B

(8) <IUE §uie (Plant Budget)- 98 ®R@MHI #, W&l v 3ifd® Hod & B & a1 e+ s
fpaR 7l & FRT & TR S 8, - @Ive goie 91 Aehd B, TIve 9ol | reforfaa o
T BIeht § ¢

(i) favmmgaR wefisi @ |, (i) 9N & TR g, g 9 adEE g)Ie 9o, (jii) i
e forw e w99 v & SIh 2, (iv) 7N o) 9N -uR, (v) 7A@ 9 Siias-@ra,
(vi) 0t #ET T T R D TaTIDAT A YRR, (vii) T 7R M | =awa B gEia AfaRke
m, 3nfe |

e §oic &1 T AT A faal oren 2 -

Plant Budget

Period ...
Department Machine No. of hours ~ Normal Standard Output per Standard
available in loss of capacity standard Quantity
the period time in hours hours

X A - - - - -

B _ _ _ _ _

C _ _ _ _ _

Y D - - - - -

E _ _ _ _ _

F _ _ _ _ _

(9) NPg FWIC (Cash Budget)- Aws Joic THY DI fafire s@afd & forg wamafd & ogaR Ads
Rerfd &1 qafgar 81 Ads q@iga edadield a Sreare 81 Fahdl B | APbs Joic A b [IA R
BT TG B A Hewgel YfAw Ry 11 g8 R safdel | e @9 arelt @ sravas wriee Toi
S T H A B | ol Y& AW ER1 GIR fan S 2
() fAafora frareii & uRumRawy F=ifdd s Rafd <oiit oIkl 81 39 9PR Jbs Bl
AR A1 T ST B STl 8 1 S99 cUdhlells K0T & Ugel 9 8 Favell B3 § Gl
el & ifds s & 3nima ot RIf g Y o1 wab e s @ i d g W A
fban < wD |
(i) JrFs P Ha HRIENE Gonl, fassa, AT don o & ww=a fasan o1 @& 2
(i) T o9 91 b AT & aduw= A= & fore fAvaa snuR <enfag 2@ s 21
Aps goie A= 4 A = ff faf 9§ Jar b s | 2-

(1) wifdr gd P A (Receipts and Payments method)- =1 e & wiftq wa fafd=
Taif=adi B YA D1 A 1 ol el 71 s & IR A9 4, g Adbs
Tt wirs <t iR € IR 39 A ¥ W AgHIT NS Yl BT AR Tel & o § aifd
IR I 57/ faban ST & S0 3FTel |ie /AN @1 URMRIE I Bedr 2| bR fadia ae /e
P1 <1 A9 s1a fhar o g, s bR I 96 APbs doic JAR fhar S gadr 21
i A 21 wpell 2| SIFHIAT P A, 2/, SuRery, ko1 <1 A1 forg 1Y ko1 &1 g™
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&Y, A FR gHM, FHURE B FI HRA B WY J B G § | S 9 59
fafd g1 AP IoIe I B ufshar T F Se-

Illustration 13.
|, S <RI Seirs 2004 & forg 91 @ & 3MUR W Ua Adbs Joic AR HRY-

Prepare a cash budget for the months of May, June and July 2004 on the basis of the following
information :

(1) Income and Expenditure Forecasts

Month Credit Credit Wages Manufacturing Office Selling
Sales Purchases Expenses Expenses | Expenses
Rs. Rs. Rs. Rs. Rs. Rs.
March 60,000 36,000 9,000 4,000 2,000 4,000
April 62,000 38,000 8,000 3,000 1,500 5,000
May 64,000 33,000 10,000 4,500 2,500 4,500
June 58,000 35,000 8,500 3,500 2,000 3,500
July 56,000 39,000 9,500 4,000 1,000 4,500
August 60,000 34,000 8,000 3,000 1,500 4,500

(2) Cash balances on 1st May, 2004 Rs. 8,000.

(3) Plant costing Rs. 16,000 is due for delivery in July, payable 10% on delivery and the balance after
3 months.

(4) Advance Tax of Rs. 8,000 each is payable in March and June.
(5) Period of credit allowed (i) by suppliers — two months and (ii) to customers — one month.
(6) Lag in payment of manufacturing — 1/2 month.
(7) Lag in payment of ofice and selling expenses — one month.
[C.A. Final, May 1964 & Bhopal M.Com.; 1971; M.Com. Rohtak 1991]

Solution : Cash Budget

Particulars May 2004 June 2004 July 2004

Rs. Rs. Rs.
Opening Balance 8,000 13,750 12,250
Estimated Cash Receipts : Debtors (Credit Sales) 62,000 64,000 58,000
70,000 717,750 70,250

Estimated Cash Payments : Rs. Rs. Rs.
Creditors (Credit purchases) 36,000 38,000 33,000
Wages 10,000 8,500 9,500
Manufacturing expenses 3,750 4,000 3,750
Office expenses 1,500 2,500 2,000
Selling expenses 5,000 4,500 3,500
Plant-payment on delivery - - 1,600
Advance Tax — 8,000 —
Total 56,250 65,500 53,350
Closing Balance 13,750 12,250 16,900
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Notes :

(1) Opening balance for June has been written after finding closing balance for May and for July
after finding the closing balance for June.

(i) Since the period of credit allowed to customers is one month, the amount of credit sales in April
shall be collected in May and so on.

(@iii) Since the period of credit allowed by suppliers is two months, the payment for credit purchases in
March shall be made in May and so on.

(iv) One-half of the manufacturing expenses of April and one-half of those of May shall be paid in
May i.e., (1/2 of Rs. 3,000) + (1/2 of Rs. 4,500) i.e., Rs. 3,750 and so on.

(v) Office and selling expenses of April shall be paid in May and so on.
Ilustration 14.

Prepare a Cash Budget for the 6 months ending 31st December, 2004 from the monthly budgeted
operating resulting of the company and other additional information given below :

(In Lakhs of Rupees)

Month | Sales | Materials | Wages Overheads
purchased Production | Admini- | Selling [ Distribution | Research
and stration and Deve-
consumed lopment
March 8.00 3.60 0.80 0.48 0.40 0.20 0.10 0.11
April 12.00 6.00 1.28 0.64 0.56 0.29 0.14 0.16
May 9.60 5.20 1.20 0.62 0.48 0.25 0.10 0.12
June 6.40 3.36 0.56 0.30 0.20 0.11 0.06 0.06
July 8.00 3.84 0.80 0.44 0.32 0.16 0.08 0.10
August 8.80 4.00 0.96 0.49 0.40 0.21 0.10 0.12
September 11.20 4.96 1.20 0.62 0.52 0.26 0.12 0.13
October 12.80 6.00 1.04 0.54 0.40 0.20 0.10 0.12
November 14.40 6.40 1.36 0.72 0.56 0.29 0.15 0.16
December 16.00 8.00 1.52 0.74 0.58 0.30 0.16 0.17

New machinery which was installed in April at a cost of Rs. 1.20 lakhs is to be paid for on 1st August.
Extension to the Research Development amounting to Rs. 8.00 lakhs in total was contemplated from September
at the rate of Rs. 1.60 lakhs per months.

Rs. 2.40 lakhs per month is to be paid under a hire purchase scheme agreement.

The Sales Commission of 4 per cent of Sales not included in selling overheads is to be paid within the
month following actual sales.

The period of credit allowed by suppliers is 4 months, and that allowed to customers is 3 months. The
delay in the payment of overheads is 2 months and that in payment of wages is one-fourth of a month.

Preference Share dividend of 8 per cent on the Capital of Rs. 160.00 lakhs is payable on 1st December.

8 per cent calls on equity shares at the rate of Rs. 9.60 lakhs is due on Ist July, Ist September and 1st
November.

Taxation of Rs. 8.00 lakhs is payable on 1st November. Dividends on investment amounting to Rs.
2.40 lakhs is expected on 1st July and 1st December, Cash Sales of Rs. 0.80 lakh per month are expected on
which no commission is payable. This “Cash Sales' is not included in the details for sales given in the Table
above.

Cash balance on 1st July was expected to be Rs. 2.00 lakhs. [I.C.W.A. Final, Dec., 1982]
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Solution :
ABC Co. Ltd.
Cash Budget
(For the 6 Months Ending 31st December, 2004)
(Rs. in lakhs)
Particulars July August Sept. Oct. Nov. Dec.
Opening Cash Balance 2.00 18.23 17.06 22.07 20.66 20.58
Receits :
Debtors collected 12.00 9.60 6.40 8.00 8.80 11.20
Cash Sales 0.80 0.80 0.80 0.80 0.80 0.80
Capital 9.60 - 9.60 - 9.60 -
Dividend received 2.40 - - - - 2.40
Total Receipts (1) 26.80 28.63 33.86 30.87 39.86 34.98
Payments :
Material Purchased 3.60 6.00 5.20 3.36 3.84 4.00
Wages 0.74 0.92 1.14 1.08 1.28 1.48
Production overhead 0.62 0.30 0.44 0.49 0.62 0.54
Adm. overhead 0.48 0.20 0.32 0.40 0.52 0.40
Selling overhead 0.25 0.11 0.16 0.21 0.26 0.20
Distribution overhead 0.10 0.06 0.08 0.10 0.12 0.10
R & D overhead 0.12 0.06 0.10 0.12 0.13 0.12
Commission 0.26 0.32 0.35 0.45 0.51 0.58
Capital payments 2.40 3.60 4.00 4.00 4.00 4.00
Taxation - - - - 8.00 —
Dividend - - - - - 12.80
Total Payments (2) 8.57 11.57 11.79 10.21 19.28 24.22
Closing Balance 18.23 17.06 22.07 20.66 20.58 10.76
Cash/Bank (1 - 2)

Illustration 15.
The following informations were obtained from the accounting records of “Hot Billions' Rohtak.

Expected Purchases Expected Sales
(Rs.) (Rs.)
January, 2004 48,000 60,000
February, 2004 80,000 40,000
March, 2004 81,000 45,000
April, 2004 90,000 40,000

Wages to be paid to workers Rs. 5,000 each month. Balance at bank on 1st January Rs. 8,000. It has
been decided by the management that :

(1) Inthe case of deficit fund within the limit of Rs. 10,000; arrangement can be made with the bank.
(i) In the case of deficit of funds exceeding Rs. 10,000 but within the limit of Rs. 42,000; issue of
debentures is to be preferred.
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@iii) In the case of deficit of funds exceeding Rs. 42,000 issue of shares is preferred (considering the
fact that it is within the limit of authorised capital).

Solution :

Cash Budget
(From January to April, 2004)

[B.Com. K.U. 1998 (S)]

Particulars January February March April
(Rs.) (Rs.) (Rs.) (Rs.)
Receipts :
Opening Balance 8,000 15,000 - -
Sales 60,000 40,000 45,000 40,000
Issue of Debentures - 30,000 41,000 -
Issue of Shares — — — 55,000
Total 68,000 85,000 86,000 95,000
Payments :
Purchases 48,000 80,000 81,000 90,000
Wages 5,000 5,000 5,000 5,000
Total 53,000 85,000 86,000 95,000
Closing Balance 15,000 - - -
Notes :

(1) Inthe month of February there is deficit of fund to make the payment of Rs. 85,000; therefore the
issue of debentures is being made. In the month of March the same situation arises. In the month
of April Company has to issue shares as the deficit of funds exceeds the limit of Rs. 42,000.

(@) It is assumed that shares or Debentures are issued precisely to met the deficit arising in each

month.
Illustration 16.

From the following forecasts of income and expenditure of Flowmore Limited, prepare a cash budget
for six months commencing form 1st June, 2004 when the bank balance is estimated to be Rs. 1,10,000 :

Month Sales Selling Purchases Wages Factory Administ- | Research
overheads Overheads ration  |Expenditure
Overheads
Rs. Rs. Rs. Rs. Rs. Rs. Rs.

March 82,000 5,000 40,000 10,000 8,400 3,400 2,000
April 88,500 3,250 37,000 8,000 5,680 2,500 2,400
May 84,000 4,100 40,000 8,400 5,920 2,760 2,400
June 93,000 3,710 39,060 8,800 5,440 2,480 2,400
July 72,000 3,210 39,900 6,000 5,880 2,600 2,400
August 82,500 3,600 35,000 9,600 6,000 2,520 2,600
Sept. 98,600 3,450 36,400 8,000 5,680 2,700 2,600
October 92,800 3,210 36,574 8,400 5,360 2,560 2,600
November | 1,04,400 3,200 32,800 7,600 5,850 2,620 2,400

Lag in payment of Wages 1/4 month

Lag in payment of Factory overhead 1 month

Lag in payment of Administration overhead 1/2 month

Lag in payment of Selling overhead 1 month
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Lag in payment of Research Expenditure 1 month
Period of credit allowed by creditors 3 months
Period of credit allowed to debtors 2 months

Other information relevant to the preparation of cash budget is as follows :

(1) A sales commission of 5% on sales, and due two months after sales, is payable in addition to
selling overheads.

(i) Capital expenditure planned is : (a) Plant purchased in June 2004 for Rs. 1,00,000 payable on
delivery, and (b) Building purchased in June 2004 for Rs. 8,00,000 payable in four half-yearly
instalments, the first being payable in July 2004.

(iii) Interest on Mumbai Port Trust Bonds amounting to Rs. 50,000 is to be received in October 2004.

(iv) Cash sales are estimated at Rs. 2,000 per month.
(v) A dividend of Rs. 10,000 is to be paid in September 2004.
(vi) Tax amounting to Rs. 30,000 is to be paid on 1st August, 2004.
(vii) A call of Rs. 2 per share on Equity Share Capital of Rs. 5,00,000 divided into 50,000 shares of
Rs. 10 each is to be received on 1st July 2004.
Solution : Flowmore Limited
Cash Budget
(For six months ended 30th November, 2004)

June July August [ September| October | November
Rs. Rs. Rs. Rs. Rs. Rs.
Opening Balance 1,10,000 29,835 1,845 2,445 575 64,390
Receipts :
Cash Sales 2,000 2,000 2,000 2,000 2,000 2,000
Receipts from Debtors | 86,500 82,000 91,000 70,000 80,500 96,600
Interest on Bonds - - - - 50,000 -
Call on Equity Capital — 1,00,000 — — — —
Total Rs. 1,98,500 2,13,835 94,845 74,445 |1,33,075 1,62,990
Payments :
Purchases 40,000 37,000 40,000 39,060 39,900 35,500
Wages 8,700 6,700 8,700 8,400 8,300 7,800
Factory overheads 5,920 5,440 5,880 6,000 5,680 5,360
Adm. overheads 2,620 2,540 2,560 2,610 2,630 2,590
Selling overheads 4,100 3,710 3,210 3,600 3,450 3,210
Selling commission 4,425 4,200 4,650 3,600 4,125 4,930
Research Expenditure 2,400 2,400 2,400 2,600 2,600 2,600
Plant Purchased 1,00,000 - - - - -
Building Purchased - 2,00,000 - - - -
Dividend — — — 10,000 — -
Tax — — 30,000 - - -
Total Rs. 1,68,665 2,61,990 97,400 75,870 67,685 61,490
Cash Balance (+ or —) | 29,835 (48,155) (2,555) (1,425) [ (64,390) 1,01,500
Estimated overdraft - 50,000 5,000 2,000 - -
Balance 29,835 1,845 2,445 575 64,390 61,490
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A limited company is to be incorporated to take over a running business. It is proposed to raise Rs. 50
lakhs by issuing equity shares and balance of capital required in first six months is to be financed by a financial
institution. The latter is to be given 8 percent debntures to the nearest Rs. 1 lakh above the amount required,

secured on fixed assets.

Initial investment consists of :

Freehold premises
Plant
Stock

Motor vans and other items

Rs

Rs.
Rs.
Rs.

. 20 lakhs.
8 lakhs.
5 lakhs.
6 lakhs.

Payment on account of above items aer to be made in the month of incorporation.

Estimates of transactions for the first six months commencing from July are given below :

Sales : July—Rs. 12.50 lakhs, August—Rs. 15.00 lakhs, September—Rs. 18.00 lakhs, October—Rs. 22.00
lakhs, November—Rs. 23.00 lakhs and for each of the next three months, Rs. 24.00 lakhs. Gross profits on

sales to be at the rate of 20 per cent.

Debtors : to get two months' credit.

Creditors : to be paid at the end of the month following the month of purchase.

Expenses :

(a) Preliminary expenses Rs. 50,000 to be paid in August;

(b) General expenses Rs. 40,000 per month payable at the end of each month;

(c) Wages and salaries payabloe on the first day of next month, Rs. 70,000 for each of first three

months and Rs. 85,000 per month thereafter.

Assume that shares and debentures are issued on 1st July.

Draw up a cash budget and budgeted final accounts upto 31st December and Balance Sheet as on

that date.
Solution :

Cash Budget
(For six months ending 31st December)

(Rs. in lakhs)

July August Sept. Oct. Now. Dec. Total
Rs. Rs. Rs. Rs. Rs. Rs. Rs.
Opening Balance - 11.60 0.70 0.80 1.00 1.00 -
Receipts :
Shares 50.00 - - - - - 50.00
Debentures 1.00 - - - - - 1.00
Sales Collection (Drs.)[ — — 12.50 15.00 18.00 22.00 67.50
Total 51.00 11.60 13.20 15.80 19.00 23.00 118.50
Payments :
Fixed Assets 34.00 - - - - - 34.00
Stock (Initial) 5.00 - - - - - 5.00
Preliminary Exp. - 0.50 - - - - 0.50
Wages & Salaries - 0.70 0.70 0.70 0.85 0.85 3.80
Expenses 0.40 0.40 0.40 0.40 0.40 0.40 2.40
Purchases - 9.30 11.30 13.70 16.75 17.55 68.60
Total 39.40 10.90 12.40 14.80 18.00 18.80 114.30
Closing Balance 11.60 0.70 0.80 1.00 1.00 4.20 4.20
Total 51.00 11.60 13.20 15.80 19.00 23.00 118.50
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Workings
Amount required to be raised by issue of debntures can be ascertained as folows :
Receipts and Payments excluding Debenture Finance
(Rs. in lakhs)

July August Sept. Oct. Now. Dec.
Rs. Rs. Rs. Rs. Rs. Rs.
Opening Balance - 10.60 -0.30 -0.20 - -
Receipts :
Shares 50.00 - - - - -
Sales (Drs.) - - 12.50 15.00 18.00 22.00
Total 50.00 10.60 12.20 14.80 18.00 22.00
Payments :
Fixed Assets 34.00 - - - - -
Stock 5.00 - - - - -
Preliminary Exp. - 0.50 - - - -
Wages & Salaries - 0.70 0.70 0.70 0.85 0.85
General Expenses 0.40 0.40 0.40 0.40 0.40 0.40
Purchases - 9.30 11.30 13.70 16.75 17.55
Total 39.40 10.90 12.40 14.80 18.00 18.80
Closing Balance 10.60 -0.30 -0.20 - - 3.20
Total 50.00 10.60 12.20 14.80 18.00 22.00

It can be seen from the above statement that the maximum deficiency Rs. 30,000 is in the month of
August. Since the question requires the deficiency to be raised to the next nearest lakh, Rs. one lakh will have
to be raised by issue of debentures.

Notes :

(1) Ithasbeen assumed that the stock is to be maintained at a constant level of Rs. 5 lakhs throughout
the period.

(i) In the absence of details monthly purchases have been assumed to be matching with the
corresponding budgeted monthly sales.

(iii) Since the company is carrying on manufacturing operations, the rate of gross profit has been
assumed to be based on cost comprising both materials and wages. Thus, the materials required
for the month of July, for example, will be calculated as follows :

Rs.

Sales for July 12,50,000
Less : Profit 20% 2,50,000
Cost of goods 10,00,000
Less : Wages for July 70,000

Cost of Materials 9,30,000
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Budgeted Trading and Profit and Loss Account

(for 6 months ending 31st December)

565

(Rs. in lakhs)

Rs. Rs.
To Purchase (including initial By Sales 114.50
stock stock of Rs. 5 lakhs) 91.95 By Closing Stock 5.00
To Wages and Salaries 4.65
To Gross Profit c/d 22.90
119.50 119.50
To Expenses 2.40 By Gross Profit b/d 22.90
To Debentures Interest
(on Rs. 1 lakh @ 8% for
6 months) 0.04
To Net Profit 20.46
22.90 22.90

Forecast Balance Sheet
(as on 31st December)

(Rs. in lakhs)

Liabilities Rs. Assets Rs.
Share Capital : Fixed Assets :

Issued, Subscirbed & Paid up 50.00 Freehold Premises 20.00

Profit and Loss A/c 20.46 Plant and Machinery 8.00

8% Debentures 1.00 Motor Van 6.00
Interest Due 0.04 Current Assets :

Trade Creditors 18.35 Stock 5.00
Outstanding Wages & Salaries 0.85 Sundry Debtors

(Rs. 23.00 + 24.00) 47.00

Bank 4.20

Preliminary Expenses 0.50

90.70 90.70

(i) mﬁammgﬁﬁﬁ(AdjustedProﬁtandLoss Method)- URfR7E A, aﬁaﬂaﬁqﬁﬂ
a-gi_ @ren 9 faf= swufl g iRl & 99 @ JErdn 9 Aes Ioic JAR fBar S aedn g1
AR B A U Adbs AR 3 B B forw -1 @ gR1 9T 10 oY ¥ S99 981 @ forw o Aws
B gAIfAd & Hell, AR $R forn S 81 3 w1 € - 7N, URMR™S <3, wfa a1 Yot awati
P fasha R A anfe o ow & A sraferfa o= form wiran 21 A w2 e Rafa &1 wwifaa =21 s
g | 3 AR B3 A U< b R e & forg s o 3 g7: Sirs R i @ 3ieren w11 31 wen
e siran 21 s Wfy & 3= Al | 3791 1Al kU9 B RHA BR | ur wefaa f, wemh
|l & 9, TR S YA 1S S RO RN E, 36 ST APbs & YA 4 Aftufera fban o g1
U SIfaRaw a1 Wil # g g seran arq <l 4 & ft Aps | FH anit 81 30 ISR A1
Rl | w1 sreraT AT 1Rl | g f§ @ Adhs o RN MR F FH kil § 3: 3% Ads & did
A1 W1 el & 1 39 faf¥ & PR Adbs goie a9 31 ufshan 1 ISR 3 W | W 3 S
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Illustration 18.

Following are the Balance Sheet of Novex Engineering Limited, one actual as on 31st December,
2003 and the other forecast as on 31st December 2004 :

2003 (Actual) | 2004 (Forecast)
Rs. Rs.

Cash 18,400 1,36,800
Debtors 49,000 83,200
Stock 61,900 92,500
Investments 1,00,000 90,000
Plant (at cost) 2,20,000 2,40,000

4,49,300 6,42,500
Accounts Payable 67,300 1,00,000
Debentures 73,500 50,000
Accumulated Depreciation 50,000 30,000
Equity Share Capital 1,25,000 1,75,000
Profit & Loss Account 1,33,500 2,87,500

4,49,300 6,42,500

The forecast Profit and Loss Account in a summarized form for the budget year ended 31st Dec.,
2004 is as thus :

Rs. Rs.

To Accumulated Depreciation 22,000 By Gross Profit 2,00,000
To Administration & Selling Exps. 10,000 By Profit on the sale of investments 2,000
To Income Tax 5,000 By Interest 10,000
To Interest Charges 3,000
To Loss on Sale of Plant 8,000
To Net Profit 1,64,000

2,12,000 2,12,000
To Dividend 10,000 By Net Profit 1,64,000
To Balance c/d 1,54,000

1,64,000 1,64.000

Additional information :
(i) New Plant costing Rs. 80,000 was purchased during the year.

(i) An old plant, costing Rs. 60,000 an with accumulated depreciation of Rs. 42,000 was sold for
Rs. 12,000.

(iii) Investments costing Rs. 10,000 were sold for Rs. 12,000.

Prepare a cash forecast for the management of the company by Adjustment Profit and Loss method.
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Solution :

Cash Budget Adjusted Profit and Loss
(for the Budget period ended 31st December, 2004)

567

Opening Balance of Cash
Add : Additions to cash :
Issue of Share Capital
Sale of Plant
Sale of Investments
Depreciation written book
Loss on sale of Plant
Increase in Creditors

Profit of the year

Less : Reduction in cash :
Redemption of Debentures

Purchase of Plant

Payment of Dividend

Profit on sale of Investments taken back
Increase in Stock

Increase in Debtors

Rs.

50,000
10,000
12,000
22,000
8,000
32,700
1,64,000

Rs.
18,400

2,98,700

23,500
80,000
10,000

2,000
30,600
34,200

3,17,100

1,80,300

1,36,800

Illustration 19.

Mg A 3ifhs SUE & | UG o9 a1 g1fa fafd gRT1 Abs goie JaR Hifvw|

The following data are available to you. You are required to prepare a cash budget according to adjusted

profit and loss method.
Balance Sheet
(as on 31st December, 2003)
Liabilities Rs. Assets Rs.

Share Capital 1,00,000 Premises 50,000
General Reserve 20,000 Machinery 25,000
Profit and Loss Account 10,000 Debtors 40,000
Creditors 50,000 Closing Stock 20,000
B/P 10,000 B/R 5,000
Outstanding Rent 2,000 Prepaid Commission 1,000
Bank 51,000
1,92,000 1,92,000
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Projected Trading and Profit & Loss Account
for the year ending 31st Dec., 2004
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Rs. Rs.
To Opening Stock 20,000 By Sales 2,00,000
To Purchases 1,50,000 By Closing Stock 15,000
To Octroi 2,000
To Gross Profit c/d 43,000
2,15,000 2,15,000
To Interest 3,000 By Gross Profit b/d 43,000
To Salaries 6,000 By Sundry Receipts 5,000
To Depreciation
(10% on Premises and Machinery) 7,500
To Rent 6,000
Less : Last year's outstanding 2,000
4,000
Add : Outstanding 1.000| 5,000
To Commission 3,000
Add : Last year's prepaid 1.000| 4,000
To Office Expenses 2,000
To Advertisement Exp. 1,000
To Net Profit c/d 19,500
48,000 48,000
To Dividend 8,000 By Balance of Profit from last year 10,000
To Addition to Reserve 4,000 By Net Profit b/d 19,500
To Balance c/d 17,500
29,500 29,500

Closing balance of certain items

Share Capital Rs. 1,20,000; 10% Debentures Rs. 30,000;
Creditors Rs. 40,000; Debtors Rs. 60,000; B/P Rs. 12,000;
B/R Rs. 4,000; Furniture Rs. 15,000; Plant Rs. 50,000 (both these assets to be purchased by the end

of the year).
Solution :

Cash Budget

Opening Balance as on 1st January, 2004

Add -
Depreciation
Decrease in B/R
Increase in B/P

Net Profit for the year

Issue of Share Capital

19,500
7,500
1,000
2,000

20,000

Rs.
51,000
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Issue of Debntures 30,000
Decreease in Prepaid Commission 1,000
Decrease of stock 5,000 86,000
1,37,000
Less : Purchase of Plant 50,000
Purchase of Furniture 15,000
Increase of Debtors 20,000
Decrease of Creditors 10,000
Decrease in OUtstanding Rent 1,000
Dividend paid 8,000 1,04,000
Closing Balances as on 31st December, 2004 33,000

(iii) Rerfd faa=or fafd (Balance Sheet Method)- R @& IfARed =1 goie ANl & HeE—dT A
Rerfd faavor SR far <1 Goar 21 21 gall @ AW &1 3R &) 3f<H Aps 99 21 39 fAfY & s=rfa
s & IR 3= AFRTH N Ugl T4 B3 B 8 3R I= dure RIf fdavor # &= gan 21 uRfRia
A6 F 9¥ B JFHG FaRRI 1 TG FD AR A9 o9 B o wha § 1 SR A 59
fafd =1 gy e @ SeT-

Tllustration 20.
ISR 19 Bl Aps doic g9 a Rfd faazor fafd g1 wva gu g Fifoe-

Solution : Balance Sheet
(as on 31st December, 2004)

Liabilities Rs. Assets Rs.
Share Capital 1,20,000 Premises 50,000
10% Debentures 30,000 Less : Depreciation 5,000 45,000
General Reserve 24,000 Machinery 25,000
Profit and Loss A/c 17,500 Less : Depreciation 2,500 22,500
Creditors 40,000 Furniture 15,000
B/P 12,000 Debtors 60,000
Outstanding Rent 1,000 B/R 4,000
Plant 50,000
Closing Stock 15,000
Bank (Balancing figure) 33,000
2,44.500 2,44,500

(10) ST AT ARER ol (Final or Master Budget)- AReR goie fafi=1 goie aiferersi &1 aRTer
g Sl golc gaigar @ favivaisti @1 & gfddes @ w9 URgd SR B I A 941 S« 2| Acs
AR goic g Wl 3119 ©U A IgHifad e @ b S 217! 39 IR I8 3= |t goiei a1 |ftdfora
HYd U JoIc &1 AR 2| T8 gorc afd B forg @it faurt @6t fbansti @6t drern a1 faar 9 oqga a=an
2| golc M-8R W e doie 3afd & 3 @ Rafa-faavor & wa § A 8 e 21

AR goic Bl fharfad wx= A qd doie B B g o AFeS B B 1 HH-F I8 @
|l g fb Wpd by M A gd AReR Toic $3 dR I9F1 US| 59 Foic | AFgaa g famba, S

1. "The summary budget, incorporating its component functional budgets, which is finally approved, adopted and employed".
—-C.IM.A., England
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QU o § 1 S 9w du1 g anil & SifaRaw wewaqul faxia srguma f g9 oI § 1 ST U Uy
=1 R %
Master Budget!

Period Normal Capacity Budgeted Capacity :
Product Product | Product| Total
1 2 3
Rs. Rs. Rs. Rs.
Sales 30,000 40,000 50,000 | 1,20,000
Cost of Sales :
Direct Materials 5,000 6,000 7,000 [ 18,000
Direct Labour 5,000 4,000 3,000 | 18,000
Variable Factory Overheads 4,000 3,000 4,000 11,000
Fixed Factory Overheads 5,000 5,000 6,000 [ 16,000
19,000 18,000 20,000 | 57,000
Add : Opening Stock 5,000 2,000 4,000 | 11,000
24,000 20,000 24,000 | 68,000
Less :  Closing Stock 4,000 4,000 2,000 | 10,000
20,000 16,000 22,000 | 58,000
Gross Profit 10,000 24,000 28,000 | 62,000
Administration Cost 5,000 5,000 5,000 5,000
Selling and Distribution Cost 3,000 5,000 5,000 | 13,000
8,000 10,000 10,000 | 28,000
2,000 14,000 18,000 | 34,000
Assets :
Fixed 20,000 20,000 30,000 | 70,000
Current 15,000 18,000 12,000 | 45,000
35,000 38,000 42,000 | 1,15,000
Less : Current Liabilities 10,000 15,000 12,000 | 37,000
Total Capital employed 25,000 23,000 30,000 [ 78,000
Ratios? :
Profit/Capital employed
Sales/Capital employed
Profit/Turnover
Current Ratio
Liquidity Ratio
Appropriation from profit?
Dividends
Reserve
Taxes
Balance of Profit or Loss*

1. All figures are presumed.

2. & 3. The students are advised to fill up the rest of the columns with the informtion given above and making other

presumptions.

4. This will be found out by deducting all appropriations form the Total Profit.

\
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@Y B JJER Tolc B TSR

@ra (Flexibility) @ 3MYR UR doic B &1 YR § el o JhdT 8 - (1) it goie (Fixed Budgets),
9 (2) EeR g9ie (Flexible Budgets) |

(l)mﬂﬁﬁE(FixedBudget)- AR goic I8 goic g ol &b fharnhiiaa & daad e & wR @
forg den v € gBR 3 sl B e § @SR TR Il B | T8 q9ic AIH B ISl g5 greral Bl
g fopareiictan @1 saq 9 81 a1 2, 3d: RRA Iole B g1 U dolc Iair & fore sifdie Suanh
el Pl ST § Rifd T /-1 & STeA 3 9131 g foharshiarar &1 Wk 999-999 UR 9Soldl Y&dl 8
3R gerit g3 TSl B o afe ReR Tensii A 31 oy < fHepd St =76t bt urad B

(2) AFER g9 (Flexible Budget)- RN goic & fAwdid dlieR goic g8 & o fb fafi= fharehieransi
P &TH ¥ YGDR I STl 2| U UPR A Ig bl ol Gohdl g fb I fharshiaasi @ fafi= w =i &
fore &3 fAfi= IRl g5 TR 9K 21 afe 70% S<ared eWal ® for goie 9911 -1 © 9 <91 gl
& f 80%, 90% @2 100% &1\l & foIq goie Fa1 8RN G HIF-¥1 &l Sif9d envus 8Ffl | 3 : IR Wi
% forg IR A goie TR W[ &, IRy dAMeR goic | $9 IRI WRI Bl JoAHS &1 A T 8 aolc &
=TT U s ST 21

JAMER g9 g9 99 gRac1eid, AR 9 Iig-uRac el =i &1 & | @1 98dqul ©
Rifd R I v [RAf¥ea ve oW 9@ 9ead J81 g 91 IRadeiid g STed @ B4 9 geradd
® IR S Ve §

&HAT WX
(Capacity Levels)

AER goic 991 | &1 WiRI Bl S 31a3gad 2 | goic o SIeH-WR &l §91-1 oIl 8, S99
R B 3iipA B g wive $i evar @ gl B | Tve B IeH-edl B RuiRer e Ayt ad
g ol f Arelt, s/, o9 onf} A Gawan 9 IR Bt IS B A H GBI T DY ARA g

& D UBR
(Types of Capacity)

(i) AFIIP &FM (Theoretical capacity)- fB=i1 Mt faurT g wa=1 @ Agif~ae e | M
I &l ¥ g, Sl 39T @ = g1 3 {3t Saprac s sreRiy & qui 1 WR R HRd
EU UT B S Aepell © | FEfd g e et gkt 2, wifds a8 PHea1 B & Jfeyul §
& f&<f fawrt 9 So= @ 1 F @ 99 BIE iy SuRRera = 2 | gif~as ema
® f6ft faurt 9 wa=1 & sifdwan emar f w=1 w1 Ao B

(i1) ERe &aHd (Practicalcapacity)-m%mm%aﬂﬁﬁmwﬁ%m
ufshan & SR ERIYl & IURE 9 B Bl Hegl & FEYel 8RAl 7, IR<Ta A 919 FATR
H Seures B foan Siren & < rfdrprera: I8 I | I © fb Seures ufhan 4 §9 7§59
fbe &1 B, e sifel &1 PRI g1, ARl @ fawm @t gkl d g9 aren e,
3METS Ged! 8 o1, Sifel 31 HRI W SR 7 81 M | $9 SaRiYl & HIRYT B arent
&l B B Bl Tel A o @ A g g e € AaEiRe e FEant B

(i) ﬁﬂﬂ&l‘lﬁl(Ratedcapacity)-ﬁﬂﬁmﬁﬂﬁﬁﬁwmﬁsﬂﬂﬁiﬁmﬁ?ﬂiﬁﬁﬂﬁn@i
gR1 RuiRa o1 Sl 8, S I8 ddha ol € o e sierar weiia 3w aRRafaai
RuiRa e | 3ifts &rf 7 forn SR | SRR & fog, afe faxft a3 © [afar 3 s a3
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1 AR (f31 faft sraRiy &) 10 908 I @t erven i 3l g8 &, < SHST W IR
I B & S aR 10 9ve &t 3afd | fdd 7 g W |

e HR-FHN I8 @A g g | o1l & b e 3 120% e R SR B 71 98 S
I TRE | B o & U et g wiensii & A1 # W= e (631 7 99e) |
3fSF 1431 15 90 NeqIH HRAT|

(iv) I &¥<dl (Normal capacity)- <At i fAawr g S B = e &1 [RyiRoy qgd
HEwaqul BT §, Fifh AR &Hdl & SNYR W 61 & faf¥=1 qorel &1 At fdan sman
g 3R 4fds # arafdd ARy (Performance) 3 a1 e fa=rul i« fdbd o g | A=
& Ut YR Pl 3 &raT Bl 8, Y wirve ot Sidapreti= aamagRe eman e et
% BF arell 3 @t \En @ sngR wR RuifRa fFar s 21

Illustration 21.

A flexible budget at 60%, 80% and 100% production capacity is to be prepared from the following
information relating to the productive activities of Caromandal Engineering Company Ltd. for the thre months
ended 31st December, 2004.

Rs.
Fixed Expenses :
Managemnt Salaries 42,000
Rent and Taxes 28,000
Depreciation of Machinery 35,000
Sundry Office Costs 44,500
1,49,500
Semi-variable Expenses at 50% capacity :
Plant Maintenance 12,500
Indirect Labour 49,500
Salesman's Salaries and Expenses 14,500
Sundry Expenses 13,000
89,500
Variable Expenses at 50% capacity :
Materials 1,20,000
Labour 1,28,000
Salesmen's Commission 19,000
2,67,000

Semi-variable expenses remain constant between 40% and 70% capacity, increase by 10% of the
above figures between 70% and 85% capacity and increase by 5% of the above figures between 85% and
100% capacity. Fixed expenses remain constant whatever the level of activity. Sales at 60% capacity are
Rs.51,000 at 80% capacity Rs. 6,80,000 and at 100% capaicty Rs. 8,50,000. It is assumed that all times produced
are sold.



Solution :
Flexible Budget
(For three months ended 31st December, 2004
Levels of Activity
60% 80% 100%
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs Rs
Sales 5,10,000 6,80,000 8,50,000
Variable Expenses :
Materials 1,44,000 1,92,000 2,40,000
Labour 1,53,600 2,04,800 2,56,000
Salesmen’s Commission 22,800 3,20,400 30,400 4,27,200 38,000 5,34,000
Semi-Variable Expenses :
Plant Maintenance 12,500 13,750 14,375
Indirect Labour 49,500 54,450 56,925
Salesmen’s salaries
and expenses 14,500 15,950 16,375
Sundry Expenses 13,000 89,500 14,300 98,450 14,950 1,02,925
Fixed Expenses :
Management Salaries 42,000 42,000 42,000
Rent and Taxes 28,000 28,000 28,000
Dep. of Machinery 35,000 35,000 35,000
Sundry Office Costs 44,500 1,49,500 44,500 1,49,500 44,500 1,49,500
Total Costs 5,59,400 6,75,150 7,86,425
Profit/Loss —49,400 4,850 63,575

lakply Roiok

€LS
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Tllustration 22.

The following data are available in a manufacturing company for a yearly period :

Fixed Expenses Rs. (in Lakhs)
Wages and Salaries 9.5
Rent, rate and taxes 6.6
Depreciation 74
Sundry Administrative Expenses 6.5

Semi-Variable (at 50% of capacity)

Maintenance and Repairs 35
Indirect Labour 7.9
Sales Department Salaries 38
Sundry Administrative Expenses 2.8

Variable Expenses (at 50% of capacity)

Material 21.7
Labour 20.4
Other Expenses 7.9

Assume that the fixed expenses remain constant for all levels of production, semi-variable expenses
remain cosntant between 45% and 65% of capacity. Increasing by 10% between 65% and 80% capacity and
by 20% between 80% to 100% capacity. Sales at various levels are :

Rs. (in lakhs)

50% capacity 100
60% capacity 120
75% capacity 150
90% capacity 180
100% capacity 200

Prepare a flexible budget for the year and forecast the profit at 60%, 75%, 90% and 100% capacity.
(B.Com., M.D.U. Rohtak, 1996)

Solution : Flexible Budget (Rs. in lakhs)
50% 60% | 75% 90% 100%
Sales 100 120 150 180 200
Variable Expenses :
Material 21.70 | 26.04 [ 3255 | 39.06 43.40
Labour 2040 | 2448 | 30.60 | 36.72 40.80
Other Expenses 7.90 948 | 11.85 14.22 15.80
Semi-Variable Expenses :
Maintenance and Repairs 3.50 3.50 3.85 4.20 4.20
Indirect Labour 7.90 7.90 8.69 9.48 9.48
Sales Department Salaries 3.80 3.80 4.18 4.56 4.56
Sundry Administrative Expenses 2.80 2.80 3.08 3.36 3.36
Fixed Expenses :
Wages and Salaries 9.50 9.50 9.50 9.50 9.50
Rent, Rate and Taxes 6.60 6.60 6.60 6.60 6.60
Depreciation 7.40 7.40 7.40 7.40 7.40
Sundry Administrative Expenses 6.50 6.50 6.50 6.50 6.50
Total 98.00 [ 108.00 | 124.80 | 141.60 | 152.60
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Illustration 23.

The expenses budgeted for production of 10,000 units in a factory are furnished below :
Per Unit (Rs.)

Materials
Labour

Variable overheads

Fixed overheads (Rs. 1,00,000)

Variable expenses (Direct)

Selling expenses (10% Fixed)

Distribution expenses (20% Fixed)

Administrative expenses (Rs. 50,000)

Total cost of sales per unit

(to make and sell)

70
25
20
10
5
13
7
5

155

Prepare a Budget for production of (a) 8,000 units nad (b) 6,000 units.

Assume that administrative expenes are rigid for all levels of production.
(C.A. Final Nov., 1967, Chennai, M.Com., Nov., 1983)
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Solution :
Flexible Budget
10,000 units 8,000 units 6,000 units
Production (Units) Cost Amount Cost Amount Cost Amount
per unit per unit per unit
(Rs.) (Rs.) (Rs.) (Rs.) (Rs.) (Rs.)

Production Expenses :

Materials 70 7,00,000 70 5,60,000 70 4,20,000

Labour 25 2,50,000 25 2,00,000 25 1,50,000

Overheads 20 2,00,000 20 1,60,000 20 1,20,000

Direct Variable Exps. 5 50,000 5 40,000 5 30,000

Fixed Overheads (Rs. 10,000) 10 1,00,000 12.50 | 1,00,000 16.67 | 1,00,000
Selling Expenses :

Fixed 1.30 13,000 1.63 13,000 2.17 13,000

Variable 11.70 1,17,000 11.70 93,600 11.70 70,200
Distribution Exps. :

Fixed 1.40 14,000 1.75 14,000 2.33 14,000

Variable 5.60 56,000 5.60 44,800 5.60 33,600

Admn. Expenses 5.00 50,000 6.25 50,000 8.33 50,000
Total Cost 155 15,50,000 159.43 [ 12,75,400 166.80 |[10,00,800
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Tllustration 24.

The Budget Manager of Jaypee Elctricals Ltd., is preparing a flexible budget for the accounting year
commencing from 18th April, 2004. The company produces one product, acomponent PEEKAY. Direct material
costs Rs. 7 per unit. Direct Labour average Rs. 2.50 per hour and requires 1.60 hours to produce one unit of
PEEKAY. Salesmen are paid a commission of Re. 1 per unit sold. Fixed selling and administration expenses
amount to Rs. 85,000 per year.

Manufacturing overheads has been estimated in the following amounts under specified conditions of
volume.

Volume of Production (in units) 1,20,000 1,50,000
Expenses : Rs. Rs.
Indirect Material 2,64,000 3,30,000
Indirect Labour 1,50,000 1,87,500
Inspection 90,000 1,12,500
Maintenance 84,000 1,02,000
Supervision 1,98,000 2,34,000
Depreciation — Plant & Equipment 90,000 90,000
Enginering Services 94,000 94,000
Total manufacturing overheads 9,70,000 11,50,000
Normal capacity of production of company is 1,25,000 units.
Prepare a Budget of total cost at 1,40,000 units of output. (B.Com. (Hons.), Delhi, 1983)
Solution : Jaypee Electrical Ltd.
Budget for the year ending on 17th April, 2004
Normal Capacity 1,25,000 units Rate per unit Output 1,40,000
units
Variable Costs : Rs. Rs.
Direct Material 7.00 9,80,000
Direct Labour 4.00 5,60,000
Salesmen Commission 1.00 1,40,000
Indirect Material 2.20 3,08,000
Indirect Labour 1.25 1,75,000
Inspection 0.75 1,05,000
Total Variable Costs (D) 22,68,000

Semi-Variable Costs :
Maintenance (WN : 1)

Fixed 12,000

Variable 0.60 84,000
Supervision (WN : 2)

Fixed 54,000

Variable 1.20 1,80,000

Total Semi-Variable Costs 2) 3,30,000
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Fixed Costs :
Selling & Administration Expenses 85,000
Depreciation : Plant and Equipment 90,000
Enginering Services 94,000
Total Fixed Costs 2,69,000
Total Costs (1) + (2) + (3) 28,67,000

Working Notes :
1. Maintenance Cost Variable per unit

Total Variable Cost for 1,20,000 units
Total Fixed Cost

2. Supervision Cost
Variable Cost per unit

Total Variable Cost for 1,20,000 units
Total Fixed Costs
Illustration 25.

Change in Cost/Change in Output
18,000/30,000 = Re. 0.60 per unit
1,20,000 x 0.60 Rs. 72,000
84,000-72,000 Rs. 12,000

Change in Cost/Change in Output
36,000/30,000 = Rs. 1.20 per unit
1,20,000 x 1.20 Rs. 1,44,000
1,98,000-1,44,000 = Rs. 54,000.

Goodluck Ltd. is currently operating at 75% of its capacity. In the past two years, the level of operations
were 55% and 65% respectively. Presently, the production is 75,000 units. The company is planning for 85%
capacity level during 2003-2004. The cost details are as follows :

Direct Materials
Direcct Labour
Factory Overheads
Selling Overheads

Administrative Overheads

Profit is estimated @ 20% on sales.

55% 65% 75%

Rs. Rs. Rs.
11,00,000 13,00,000 15,00,000
5,50,000 6,50,000 7,50,000
3,10,000 3,30,000 3,50,000
3,20,000 3,60,000 4,00,000
1,60,000 1,60,000 1,60,000
24.40,000 28,00,000 31,60,000

The following increases in costs are expected during the year :

Direct Material

Direct Labour

Variable Factory Overheads
Variable Selling Overheads
Fixed Factory Overheads
Fixed Selling overheads

Administrative Overheads

In percentage
8
5
5
8
10
15
10

Prepare flexible budget for the period 2003-2004 at 85% level of capacity. Also ascertain profit and
(C.A. Inter, May, 1999)

contribution.
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Solution :
Flexible Budget at 85% capcity level (85,000 units)
(for the period 2003-2004)
Particulars Cost based on Increase in Total cost
previous year cost
(Rs.) (Rs.) (Rs.)
Variable Costs :
Direct Materials (WN 1) 17,00,000 1,36,000 18,36,000
(8% x Rs. 17,00,000)
Direct Labour (WN 2) 8,50,000 42,500 8,92,000
(5% x Rs. 8,50,000)
Variable Factory Overheads (WN 3) 1,70,000 8,500 1,78,500
(5% % Rs. 1,70,000)
Variable Selling Overheads (WN 4) 3,40,000 27,200 3,67,200
(8% x Rs. 3,40,000)
Total Variable Costs : (1) 32,74,200
Fixed Costs :
Fixed Factory Overheads (WN 5) 2,00,000 20,000 2,20,000
(10% x Rs. 2,00,000)
Fixed Selling Overheads (WN 6) 1,00,000 15,000 1,15,000
(15% % Rs. 1,00,000)
Administrative Overheads 1,60,000 16,000 1,76,000
(10% x Rs. 1,60,000)
Total Fixed Costs : (2) 5,11,000
Total Costs : (3) =(1) + (2) 37,85,200
Add : Profit : 9,46,300
(20% on sale, or 25% on cost)
Sales Revenue 47,31,500
Statement of Contribution & Profit
Rs.
Sales (Total Cost Rs. 37,85,200 + Profit 25% on Cost 47,31,500
on 20% of Sales Rs. 9,46,300)
Less : Variable Cost 32,74,200
Contribution 14,57,300
Less : Fixed Cost 5,11,000
Profit 9,46,300
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Working Notes :
Particulars 55% 65% 75% 85%
55,000 units 65,000 units 75,000 units 85,000 units
Rs. Rs. Rs. Rs.

1. Direct Materials 11,00,000 13,00,000 15,00,000 17,00,000
2. Direct Labour 5,50,000 6,50,000 7,50,000 8,50,000
3. Variable Factory Overhead : 1,10,000 1,30,000 1,50,000 1,70,000

(Rs. 3,30,000 — Rs. 3,10,000)

10,000 units

= Rs. 2 per unit
4. Variable Selling Overhead 2,20,000 2,60,000 3,00,000 3,40,000

(Rs. 3,60,000 — Rs. 3,20,000)

10,000 units

= Rs. 4 per unit
5. Fixed Factory Overhead 2,00,000 2,00,000 2,00,000 2,00,000

(Total Factory Overheads —

Variable Factory Overhead)

6. Fixed Selling Overheads 1,00,000 1,00,000 1,00,000 1,00,000

(Total Selling Overheads —

Variable Selling Overhead)
qoIc &1 T

(Implementation of Budgets)

IoIel & AN A P IR v favrfia sieali w & 21 o fawriia srea & e
&3 A AR ARCX goIc & 41 &t T Ui & S Sl © | Se1exone, J&=1 3 AfSer B Jrll & Ba
golc @1 gfd @ & Sl & a1 srravas |l & B @) gazen @1 o | | favrfia sreger @1 v faur
& faf=1 Irgurl @ wariRe gfddes 99 AT Ok 81 98 ARTe U 4 3r9q f3am & wfya gfdaes gee
FHE B IRG PR <1 B | T8 URIIST AR P FHR T goie Hafd & JgAR <, arafes a1 wiikie
8 9Fd1 81 349 ufiaesl § amfde du1 ol aRafad den 9oie sifdsi Bl o Ugd dt oIkl g1 39
AfaE=l B IR B BT S Foic AT AR<AAD PRIGl & faere=i o ga=n e A W Afd ol
U™ BT 8 SN AP MfABPR Td IURSIHAT TG 8| 39 YR Joic YRl | aR<fded gRemHi &
faaei o1 R A & U NMaegd HeA AT W ISTY ol AP & |

Illustration 26.

faspa yarus @1 yfadfea ve goic [@fd &1 goic 92 ardafde fama A= ueR §-

The budgeted and actual sales for a budget period are reported to the sales manager as follows :

Product
A
B
C
D

Budgeted Sales
Units

900
600
700
400

Actual Sales
Units
1,050

500
600
430

e Y aegeli d HW fasHa & Fu1 HRU B AHd § 7 INID FAT FIAEG B ?

What can be the cause of low sales of product B and C ? What suggestions do you offer ?
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Solution :

A" den A Sxgsil o1 B faspa 9l g3 ufivugi, BeE A aRadH, gyt 4@ <9, safds fama
e, it fasha-aen, roafe fasmos snfe & Rl @ Ao 8| Ak yarus &1 anfey f 01 34 faswma
$ IRAfAD BRON B WIS B qAT $9H] & DA & q18 ‘41’ qAq1 ‘' a7gaii B faspa a1 9gm 3 forg
AP Hed Io | AT a8 {B X 7 fby o1 AP+ drel RN A fAspg €1 981 Foban a1 98 Joic dfAfd
1 faspa Toic FAYA & forg SiffeR <51 @ T S | Joic ARl T Faaas A REE o319 & 919
|eyE & forg Wil ueM w30 | S9a BRUI I, faxia den o= aorel 4 W ey mEaeas @
Hahd B

‘T FAT SV TG B T U o @1 i fava T8l ® Rifd ST faspa e yeR @ @ B
fe i, afd Te1 gon faspa SR Ul &1 78 & @ ScureH, ki @ sy aorel &1 weiA ot sravas
8 Hpal 21

fAf¥aaar @t aRRAfE 7 Tued Ra=on

(Budgetary Control applied under conditions of uncertainty)

goic 991 YD YhR & AR & foIT avas g, AR AR J$1 8 31Adl Biel 3R AR Jiduie
a3 ¥ 2 sigal Aol a3 # | goie g9 faviva: 99 IR avad B Ol § Wdfd b gcd U & ol
g 8 ok S, fARaant, weHl o6 Suererdn 3nfe | AT, i (31) Jesaa g &
IR & ®Y H, (9) IR Rf¥ad w1 & g & U H, (W) 9aR-9EF & ©9 1 941 () U gaad
& WUl FRIGAM 3 Sifa & gt T B wU J GEaS Rig Fan 21 Ifd o T2 SuHa adER
INfe & ¥ | SR Ta IRzaadr 8F1 TR FPae &, 3d: dlbUeR duic JaR H3- & fafd a1 Jafeas
Q@AM TR HRA DI Ui AhedgEd UTE ol bl g | 9 °CHl & BRUI, Joic Iafd w@a: & fA=-
f=1 2rft | Sefreia gore SR aiffe gore RO M Swiftys, Wif®, ararfs @1 3FE sl & snurR
W -3 die forn a8 Wit aRRf # Sugem w99t o Wad E1 getel 3 g SeifEa $ @)
f agsdr g Fadl 2|

Ioic S A 3T ST ®WR & TGP §RT A9 T OF ALY | BRIHA B Aheral 2 I8
TSP g b goiel ) drEif~ad B33 Pt URon 749 § M0 | 396 forg Jft &1 | ff ifa smavas 21
IoIC 1 BRI W YGP1 A TS ST ALY, A T HUR D 3R ST Sird g1 ALY 1 91 gsimai
3R SR P T R PR U Soa Tadi gR1 59 A~ w9 faan s =nfeg | fuen & ufafda gkt
& arelt IRRAFYE & SR 77 3mavas § & aoie wfifd g1 aorel o1 Rafaa v @ gREee @
ST g1 gRafda aRxafaal & nuR uR S99 oRIAR 3aege G FHriferd ®x forw ol |

a1 srgua
(Control Ratios)

AMIRIG: Je=P1 -1 <9 Aewaqul SIurdi &1 JanT fasan siren § aifds g =i & o fas arafas
afRormHi & Foie aReml | faere srgde € a1 ufdee | A JIgur ufierl @ w9 4 =gad fha o 71 afe
U 100% A1 394 M8 8 1 9a [ gt w1 Al 71 AfQ 3rgurd 100% | w1 7 < Febra ufdme
A S 81 A a9 E-

REre™ SIUE (Activity Ratio)
Ig TP A § T fhareil & WX &1 |19 21 39 Adrem & forw Safed o’ & axeR gwifua
HUSI P W1 DI Ioic Sy 7Y ywifia guei & gfaerg & w9 § o fdan e 21
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o _Standard hours for actual production
Activity Ratio = Budgeted hours

x 100

&<l 3rgurd (Capacity Ratio)
Iz Igur FERE wvan ® & fohansti & qore gve w1 iR & W 9o aRafds w9 | g3
H Y 71T € | I8 pRIvN gvel &) aRafde A1 &1 goic 3af § wrRivie "uel &l Afdedw dAva |
A G I 2 |
Actual hours worked

Capacity Ratio ="Byqdgeted hours

x 100

P AJUI (Efficiency Ratio)

I8 YUK I H IS FHerera ol A SR HRa g1 s 01 d-1 & forg Saanfaa ard
P IRIER YHIUG G0 Pl I BRI B I1e- H f9a1¢ 1Y araafds gvei & ufde & w9 # Aad fdar S
gl

Effici Rati Standard hours for actual production
iciency Ratio = Actual hours worked

x 100

Illustration 27.

T HREMI U JHIUG G0 § T avg Bl 2 SHIsAT Scurfad el 81 T a¥ H JrRafdes Saared
17,000 STl BT € I 99 BT goic Sdre+ 20,000 swrzal o1 AuiRa far w21 aRenfera arafas
HUC 8,000 % | T A1 URET Ul H1 0T HRT|

A factory produces 2 units of commodity in one stnadard hours. Actual production during a particular
year is 17,000 units and the budgeted production for the year is fixed at 20,000 units. Actual hours operated
are 8,000. Calculate the efficiency and activity ratios.
Solution :

2 units are produced in one standard hour

) 17,000 | _
17,000 units = > i.e., 8,500 standard hours for actual production
. 20,000
and 20,000 units = > i.e., 10,00 budgeted hours
o _ Standard hours for actual production
Efficiency Ratio = Actual hours worked x 100
8,500 B
= 3.000 x 100 = 106.25%.
Acvitity Ratio _ Standard hours for actual production
ty a Budgeted hours
8,500
= 10,000 X 100 = 85%.

Illustration 28.
(31) T B 1 febarehend IGUR 95.6% & IR &l 31U 105% B 39 Sl & & g
B T HRU|

The activity ratio of a concern is 95.6% whereas the capacity ratio is 105%. What is the eficiency
ratio ? [C.A. Inter May, 2000]
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(@) T PN BT febarhery g 80% 7 AR & Ui 120% &1 $9P1 &7l g S
HIfoTq |
Activity ratio of a company is 80% and its capacity ratio is 120%. Find outs its efficiency ratio.
[B.Com., (Hons.) Delhi 1999]
Solution :
(a) ActivityRatio = Capacity Ratio X Efficiency Ratio

95.6 = 105 xx
or 105 x = 95.6

_ 956 _
or x =705 =.9105 or 91.05%

(b) ActivityRatio = Capacity Ratio X Efficiency Ratio
80 = 120xx
120 x = 80
80 _ 2 _

X =700 =3 =Or 66.67%.

Iustration 29.

T HREM! ‘TR FA1 ‘a15’ S PR & aegt [Affa o=ar 81 avg 'Ta’ & e 3§ 10 90 q20
IR ‘qE’ B I | 20 HUS AETID £ | T AR | (8 9 uAP & 25 fIA) ‘waw’ @t 500 srsAl aen
‘g’ B 300 SHISAT I Bt B 1 Fole "ue 8,500 Ui AIE § 1 dREM & |wfva fawr § 60 afdw
BRI B T | IRETA U, &1 U oIl HId U DI 0T HRY |

A factory manufactures two types of articles — X and Y. Article X taks 10 hours to make and article
Y requires 20 hours. In a month (25 days of 8 hours each) 500 units of X and 300 units of Y are produced. The

budgeted hours are 8,500 per month. The factory employs 60 men in the department concerned. Compute
Activity Ratio, Capacity Ratio and Efficiency Ratio.

Solution :
Hrs.
Standard hours for actual production
X 500 units X 10 5,000
Y 500 units X 20 6,000
11,000
Budgeted Hours 8,500
Actual Hours Worked 60 X 8 X 25 =12,000
Standard hours for actual production
Activity Ratio = Budgeted hours x 100
11,000

Actual hours worked
Budgeted hours

12,000
8,500

Capacity Ratio = x 100

x 100 = 141%
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_ Standard hours for actual production

Efficiency Ratio = Actual hours worked x 100
= 00 X100 = 92%.
(Responsibility Accouanting)
3 (Meaning)

STRERd adihd A= $ =i ggfa g o armel @ fore Strefa diar gen Rer fban
ST 21 8 3 [t e gl S g A S a1 doie R & 99 8 7 R 3R 08
2 & 3w Rfde o1t & gfiurem g R afdmal w® R 9ift 1€ ¥ 9% Suverh oft a7 on o |
Seareroned st Sfde 3 3= fAur Ft ARl &1 goie IR fhar § 91 9o armEl | aRafde el @ e
B IR I S I 59 R R A1 | 391 39+ faurT &1 e arml o1 amfde gfdaes fag
S | 39 YR 928 31 ANl &1 STHPRI 81 A 3R & PRI Bl Wisl P Fbd & R Yfd=g & qoic
1 IR [P & | 3: IJAREAT @D Pl T ¥ AR DI SRR afdd | Aefe fban s g1
IO Nl 9R dgaR =101 99a 81 grdn @ [@ife o a1 ardd 3 armal w® saq1 g =8 2
11 @1a BRA a1l &faa W) RE= R

g9 (Horgren) & AR ITREIA@ ai@p4 @l T Tl ggfd & Sl w9gquf @req & fafi=
& fafRum g1 S9e! Bl e ff i 2

R TRIF & IJAR, SRR @b 39 THR DI T4 @i ¢ forad StReiffid s &
IR RS den arafas wr@re ga o gafaa fasan s g aen ufhafea fean s 21

Sugad RUTISH | W @ & A6 $1 Sugad Sureifid sl 3 aiffgpd fbar s =ifey aifds
TP Afdd P AMYPR Td STIRSAT B Well YbR IRNNT fFan o 9@ | AP FRiwal H1 I8 id
BT MR o (1) SE a1 Sfd & o (ii) ST FAvaree w1 Y1 ? 39 Sevd g ufided ugi 39 UBR
fawfa & S =fge a1fd gaRaTa®i o savasd a1 fid Y| 3: Suveia Jaie & <9
& 96 aF[ =01 ) g 7 f& ara 96 $39 W), 1 Afdd W) 7 9 S ar@ & @ w®

sr=afif@a @eH (Steps involved)
SRS AWHT S ILedl B [ A 'g 4 T oM g
(i) 9ot a1 &g RuiRa &= B &1 el &Y, iR FavATIh] Bl =1 Bl 2 |

(i) ar<IfdP FwEE B TR e 9gki e | AR & ARl 2 | T Jawad a1
SWREIE B8 $) aR<fds RomH ggan Ry o 1

(i) fI=RON B S=a yg~Hl B yfAfed R a1 S ® iR 91 € FaRemuel a1 SuReifd|
D=l fore! drf WY 7T 9, 9 f 4w Ry &« 21

(iv) TRl o1 GURA & SUR fHY A § G IR gavenus a1 STRelfia b= 3 o
R Ry & 7

3: ITREIRAIE @b b1 AR T2 ¢ & A€ Yo w afad 1 96 q9a o o € S|

1. 39 TSRl oididH (Profitability Accounting) 31eral fiham oI@i®=1 (Activity Accounting) ¥t @81 Il B |
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IFeREIfAd @ (Responsibility Centres)

ISR T IURSMAT D=l R S DBfvad B 2 | SRS D D1 31 T¥Ul T34
P Th U SHIS W g ol fh=fl SRR yavas & AN+ 81| SIRER &= Ueh 3o & |99+ g o
e AT $ AR, faf = YeR @ 3 @ "vel, 39 Ml W BRI B diell Qarsi $ w®9 H g g
ur: Hrieie Goft qen it wruRidl @ @ snavaddr gkl 81 F1d & aRumHvaRy S SwaTed g § S
1 A AT Bl o § i a8 ffl g wu d 81 SR Aart wel W ® af} SR WU A /1 A 91 an
JAqTC 1 ) BHAYA D <X & I IAReAcd D=l D U9 Tl S & T 91X UTEDhi B IR Tl S
gl

SUREAE SGIPp-1 F STl 9 T¥9d 8, AIfed U SIRSIAT Bal D A9 7 SUIE= B A/91 S
2| SIRERia B H A9 B ‘AN’ Bl S & 3R Sde- d ‘I’ | Afb afe Sared o1 difdd q™
|G 1 B (SN e fAURT gRT e Bl <t 1 Aa1d) 91 S9ET A9 SR Al a1 [Aaisii ol
R AR 1 IUIEA DI FPISAT Dl A& S YR R fbar <1 G g |

IFREIf Bal B PR (Types of Responsibility Centres)
SWReEfid B @ PR & 8 9hd B
@) T b=, @) aW o=, (W) AfFER a=)

(@) =g @v= (Expense Centres)- &8 SuRaHAT B=1 a5t TN H I 6Ha &l 8 U iR maeasd
W 721 8 & Sureq @) Aifd® sesal @ ©u § gad fhar e ifdear Jar faurT st 2ol # e 21
SR, U ¥t B fa-it a1 o= faurT & aRTe &1 Aifds o S HRAT o 3/IWd B | 31:
AGIh UEfA 39 =l B ANl Bl @l A DR ol & Afb 3 B 781 | VA Pe AT B PEal & |

(@ < @ (Profit Centres)- U ®w= fordd fAsaes &1 Hedid- SH1 PR | 69 & - Sl a1
394 B ® 3R Sl 3 S9A BAE g, <l TS Bre 1Y b hedl & | TN Iuxelfdcd b= bl Sde Il
a1 IR SYHIT & forg BIaT & S1an arest AEdl & forg | et uredl F e A Iy S WG IG
AL Sl 8 919 faspa fban ome | afdq smafRe gvar<aRur @l gon # SR ds Ot T o o<
91 @ o ga-a Ig fAvfa R & Saureq o) |ifed wu | 999 2

IeTeRuned, T ufshar SERT @ <30 § U Uithal BT IS 3T UithdT B oM IR gxdr<iRd fdban
ST AHdl § - I8 ¥ SS9 S & doiR [ Dl &1 H TGS AT ST | U SRR | SS9
SIRAMAE 7= Bl FB 4 Ao | U IR S/=R0 A ¥ o F=fdl | dis a f§ 781 el )
wa= A= ufshan § 399 e A 21

@) fafdiRT @ (Investment Centres)- AR = SoReR@ d@ie &1 afvm o= fag 71
T Ta U1 Bw § ROrad o Jiege 3l TRl 3 9ANT g 9 6l 8 |1 i qen &3 & forg i
SRR SERT AT 8 | TR V] A IHA 319eq at At ® O a7 3rvm IaRala o= | fafaifoa
AR IR GIYoiFe U™ AT 19 HHIC |

faffarT o= &1 @uRen ANfAE WU |/ T g an fafa= i |§ gai o wwafa 3 et e
31 forn ST B | B Wil STREa B @ U IR € Safd 3 ARl $1 81 3 SR
dal A1 3 fAurmene R AR wxar 21 a8 99 A9 v A qee afd @1 9 wive qen wefe @
ey § AR Bkt ¥ 1 A8 Hfe ued § & 3wl o o qe SwvelRa o= ¥ ygaa |kl
# wffafora fan airg a1 f= A w=afAal o1 forn oQ oft @ 7€ | Sudaa Bzl & wru g fafam
Hve ATUE FU A TSI 3PS | B wfia fhy wK § 918 Afdea axgei & [t qen fuvm vy @ =
w9 9 faur @
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IFUREIRAT Bal T AR Bal J =R (Responsibility centres distinguished from cost centres)

SRR B T Bwl 9§ I 81 a1 sEIeYe 3iith HAvRie ThrS<ed, $7IUS | ST Bl
3PS Bl 91 gBR RN fvan g - wIF, =afda a1 SuwRvl &1 [g (A1 3961 9E) s fog armEl
1 U1 ST ST [hedl & A1 AT Ag=Iv1 3 TN fasan o wava 21! 31 @A d% dR @ A&l B
THT HA T TAN a1 S § Aifd S 7 A1 Qansii § wERid B o 96 | 39 IeR dR S
I T2 H I VA IUBTT, ILG3Ai A1 AFhAIST W AP § T AR F4 BRA & A b 9 aafawai @
YR R F9Y & &, i S AR B Il R 71 b 1 g9 =01 afshan & axeliaoxvl v odsd
FRATYP gRT1 A1 ) o Faelt € | i, Ff-3f ara d=1 @1 M SReRid = o1 Hifa g
H foran wirem 21

71 SereR 9 @ B et are e 2 SN fbar S § 9o SReiRi| d ot
SUREIRAIE d@iH | JANT il 8, | 3=k < & SR |
Iustration 30.

TP HREM ¥ 3 I fART § - X Y @) an favm § paen Q1 X f3ur avg ‘v &1 S
Bl © Safd Y faurT avg ‘d 1 S | BRa’t 2004 W1 & IRM Sl AN @ T8 S9! fawd 1 faavo
=1 gaR &

A factory has two production departments X and Y and two service departments P and Q. Deptt. X

produces product A while Deptt. Y produces product B. The following are the details of costs incurred during
the month of February 2004.

Direct Material Direct Labour
Department X 14,000 Department X 8,000
Department Y 6,000 Department Y 6,000
Lubricants and Supplies : Supervisory Labour :
Department X 500 Department X 1,300
Department Y 400 Department Y 1,700
Department P 300 Department P 3,000
Department Q 200 Department Q 4,000

The output of Product A is 2,000 units while that of Product B is 1,000 units. Lubricants and supplies
of Service Departments are charged to Production Departments. As a percentage of direct materials while
supervisory labour is charged as a percentage to direct labour.

You are required to calculate :
(1) Total costs taking Products A and B as separate cost centres.

(i) Responsibility costs taking each department as a Responsibility Centre.

Solution : (i) Statement of Total Costs
Product A Product B

Particulars (output 2,000 units) (output 1,000 units)

Total Per unit Total Per unit
Direct Material 14,000 7.000 6,000 6.00
Direct Labour 8,000 4.000 6,000 6.00
Lubricants & Supplies 850 425 550 .55
Supervisory Labour 5,300 2.650 4,700 4.70

28,150 14.075 17,250 17.25

1. C.I.LM.A. London has defined a cost centre as "a location, person or item of equipment (or group of these) for which costs
may be ascertained and used for purposes of cost control".



586

Working Notes :
1. Lubricants and Supplies

EINCKCIC |G|

Direct Material used in Deptts. X and Y Rs. 20,000
Lubricants and Supplies used in Service Deptts. 500
Percentage of Lubricants and Supplies to Direct Material :
100 =2.5%
Lubricants and Supplies for Product A
Direct 500
From Service Deptts. 350
850
Lubriants and Supplies for Product B
Direct 400
From Service Deptts. 150
550
2. Supervisory Labour
Direct Labour in Deptts. X and Y 14,000
Supervisory Labour in Service Deptts. 7,000
Percentage of supervisory labour to direct labour costs 50%
Supervisory Labour for Product A
Direct 1,300
From Service Deptts. 4,000
5,300
Supervisory Labour for Product B
Direct 1,700
From Service Deptts. 3,000
4,700
(i) Statement of Responsibility Costs
Departments (Responsibility Centres)
Particulars X Y P (0]
Rs. Rs. Rs. Rs.
Direct Materials 14,000 6,000 - -
Direct Labour 8,000 6,000 - -
Lubricants and Supplies 500 400 300 200
Supervisory Labour 1,300 1,700 3,000 4,000
Total Costs 23,800 14,100 3,300 4,200

Tl & WM 9N H AP oy DI Gl AN <21 T3 2| fbx ft SR fobg ¢ faa=or &4 g oen e
JYg Tl B b P-a1 fAuria yavae S19- ara @ forw Saxer 1 38 a9y w9 9 Jar fawrm @t
ANl @ Wy § wel § g SuRed =i & wiemm @ axgeil o1 a1t & T ¥ ) g @ B |
IR ARK S90S TS & ol 99 IR1 AR yeeera & frg anTdl @1 it ST sear & e forg 3
SREr § | a¥gell Pl Bl AN BT 9 U A U1 Tel Rl Fifs Bl AN 91 (1) S F91H 8 2l
vaY {01 & IEe 7 S Uggeil Bl A AP 2 | T& BRI 2 P AN i@ e Sareii|
SETP Tl 7 Had ATYA | TG § 9 Ta-Y aIIb dgfd & & 9§ |
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SUYR ISRV H TS SWRAMAT s b T H ael IR<AAD AN & 715 § | JAqeR 3§ ITAD
TSRIE Pl TR & Joic AT 9201 Jolc § aRafadpdiai 3 fae=o a=dt ga & arit g1 SR g
Ife X faRT & I Faa <1 9kl ' | STREIfA| ogidd & 3= R fdaver 1 g geitar SRem-

Costs of Department X for February 2004

Particulars

Actual Costs

(Over) or under Budget

This month Year to date” This Month Year to date”
Direct Material 14,000 21,000 — —
Direct Labour 8,000 15,000 (1,000) (1,500)
Lubricants & Supplies 500 1,000 100 200
Supervisory Labour 1,300 2,600 - -
Total 23,800 39,600 (900) (1,300)

* All Figures are imaginary.

Sy faavor wien & & X v 7 g9 9 1,300 39 31f¥e =@ {53 €1 4fF A o fawm
TR’ @ UTHP D WR IR g [Fa=iii € S ifde g & forg SR 2+ @i

fAeares swifdn

(Performance Budgeting)

fReares swifce 4t Wirew @ |ArTa v faviy SEwdi i e | 3@« gU SWa Bl e #

Ui AR BT ¥ | 390 fog W16 & gl v Sdarel| S & Sevdl @ W # gof THeR)

MaEd B | e & fafi=1 Wi &1 Streifa S g afRomHi den S9a1 3T Y fferRi & |

H gd-RuiRa g wifen | s oIdl # e qaifca & fog e & uia Jfiert o1 Swafia [t
BT T $HD PRIl DI AR HeATd Aaed ¢ | fHeareq geifén & @& o= =1 yaR &

(1) 9D YU WR B forg goic TR fhan S 8 | =i gaeae 39 WR W) goic | o

s Uop FAf¥ed o@fd & dRM ot fwares & forg Savert g 71

(2) PR g1 Fafeea ) M gl A= arEl @ forn SareRa qen sifferR &1 ax
faf¥aa o= foran Siran 21 3 vl #, Ue Afdd Padl Sl Nl & forv Saverl 2k &
St SHa gR1 fAg=fia 71

(3) S B TH AfABR B Aiar T 8, P forw Syl fder M R o €1
() 9e9 & 9P ®R P IUREIAd qA1 AfTPR IR g T |64 d1e GaR fban s

AR |

(2) fAarEs goie SuR | oA T2 S wnfRv | o ifder) @ wrigs | Jwfkd goie a9 R
ST 81, S¥ favar # srawy forn s =nf2v

(3) X AN B AHAE gfdded, fdarvr, S Ioic va ardfds Awared & siies g,
AR 954 6T o =nfey aifd e safd | gur & forg Sfaa $ew S o 9@ |

(4) ufaes, fdavor snfe w9 ) @ gear 9 [Hfa R ) IR fég s =nfe |
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oS
(Zero Base Budgeting)
YR SR FOIfC, TS Bl 8 Ul g1 H¥ Bl T¢ BRIHH & 9 H & [ 7g o anfge
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Illustration 31.

M/s Premier Book Ltd. intends to introduce the system of zero-base budgeting. The company has
only Rs. 10,00,000 available for diferent items of expenses for the current year. From the following separate
estimates of expenses for maintaining (i) the minimum viability and (i7) the quality and image of the company,
you are required to rank the different proposals and prepare a budget with zero-base.
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Costs
Proposal At minimum | At quality
vaiable level |image level
Rs. Rs.
(1) Purchase of 2,00,000 paper backs 5,00,000 5,00,000
(i) Postage for despatch of goods to customers :
1st Class Mail 2,00,000
2nd Class Mail 1,50,000
(i) Collecting orders on Telephone :
4 hours a day 8,000
8 hours a day 15,000
(iv) Package of goods :
Wooden boxes 2,40,000
Jute Bags 20,000
(v) Accounting :
Manual 35,000
Computerised 95,000
(vi) Display of goods :
In showroom only 1,00,000
In showroom and distribution of brouchers 1,50,000
(vii)  Customer collection service :
Nil -
Full 30,000
(viii)  Painting of Premises :
Nil -
Regularly 25,000
8,13,000 12,55,000

The company can afford to spend mor than the required for minimum viable level for some items but
not for all. However, it hopes to make a reasonable profit if Rs. 10,00,000 is spent.
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Solution :
Ranking of Decision Packages

Sl Decision Package Rank Rationale Item Cost | Cummulative
No. Cost
(1) (2) (3) 4) (5)
Rs. Rs.
(1) | Purchase of paperbacks 1 Basic necessary for functionining| 5,00,000 5,00,000
(@) | Collecting orders on telephone 2 Basic requirement for sales 8,000 5,08,000
(4 hours a day)
@iii) | Postage for despatch of goods 3 Critical to customer
class mail) supplies 1,50,000 6,58,000
(iv) | Packaging in jute bags 4 " 20,000 6,78,000
(v) | Display of goods in showroom 5 Must for stimulating demand 1,00,000 7,78,000
(vi) | Accounting Manual 6 Necessary for proper control 35,000 8,13,000
(vii) | Taking extra orders (for 4 more | 7 Likely to promote sales 7,000 8,20,000
hours)
(viii) | Improved packaging in wooden | 8 Minimise transitloss and/
cases (in place of jute bags) improve company's image with
customers 2,20,000 10,40,000
(ix) | Distribution of brochures 9 Likely to bring extra business 50,000 10,90,000
(x) | Painting regularly of premises 10 Improve Company's image 25,000 11,15,000
(xi) | Full customer collection service | 11 Improve sales besides savings
in postage and packing costs 30,000 11,45,000
(xii) | Despatch through Ist class mail | 12 Will speed up deliveries, cause
savings in transit losses and thus
improve company's image 50,000 11,95,000
(xiii) | Accounting computerised 13 Improve record keeping 60,000 12,55,000

The company may decide to adopt any of the following steps :

1. It may accept decision package from (i) to (vii) in full and allocate Rs. 1,80,000 for improved
packaging. It may reject all decision packages from (ix) to (xiii).

2. Onreviewing decision packages from (i) to (viii), the company may decide to opt for distribution
of brochures and reduce the allocation for packaging. In other words, it may allocate Rs. 1,30,000 for packaging
and another Rs. 50,000 for distribution brochures for promoting sales. If the company opts for these options,
the revised ZBB rankings will now be as follows :

Decision Package Rank Rationale Item Cost ~ Cumulative

(Rs.) Cost (Rs.)

Items (i) to (vii) 1-7 Core Service 8,20,000

Improved Packaging 8 Savings in transit loss and 1,30,000 9,50,000
with the customers

Promotional Brochures 9 Likely to bring extra 50,000 10,00,000

[Item (ix)] business
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