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Accounting information that is useful to management”
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According to Institute of Cost and Works Accounting India “Management Accounting
as a system of collection at presentation of relevant economic information relating to an
enterprise for planning controlling and decision making”
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S = (Flow of Fundsyst

Cur{ent Asset
¥ b E'ul,; 4+“— No

Current Liabilities
V-1 —_—) i

-q.b’nd.'f 8 93l S un}fP‘LU/qu/ = 4 )d:‘d“!
Transaction which involve only current Account and do not flow of fund

(5)‘]:15'-‘(5!,636/0! u:dmm;éwg«, uﬁfﬁc’_u?UﬂLﬁjl?LU/ub/ui»c’_u%Q)Jcél
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S

Cash Received from Debtors dss d/ F s s-1
Cash paid to Creditors f: 3] d/ ; J JIJ&J

Bills Receivable Realized dss d/ JL J!"}Jlb,ebﬁ
Bills Payable Paid (F: bld/ S -4

Cash Deposit in Current Account L O’; S U5
Taking Start term loan &£/ J’l laJ‘ /“ &o Jj; -6
Goods purchase for cash or credit Sxr d/ llesf L}'ﬂj-7

Sale for purchase of Marketable Securities <31 /&u’ A7 u( /.'.)’f-/:¢ J%LJ;&J»A’ -8

‘Transaction of Non Account and Not flow of Funds.ﬂt’ﬂ;é 330 i o ¢ :u:’uw /,-f =
J;-u;"‘iq;utjum /{u:” I uné;&’; :,ug/l;,sdx” mu?L‘lJﬁ” ﬁcpuij 41519515/

ui»;&u}é’;wﬁjt‘f&:luﬁgf“j-gnufgbfl{( ut/gquvJ_n}DL\{uly/j u]»:_c[)dg

e b T I S e s S I U 2
_L’,g]'d/’;:"'/L,gﬁuﬁjﬂf’_dé}'Jlb‘!g}yg/uL,gﬁ:LL"‘IJ‘:’V._Q-1

38



2) Exchange of old Machine with new Machine a7 /;:V Z A S /;:’” (:,5_2
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3) Purchase of Fixed Asset by Issue of Shares or Debentures

4) Conversion of Debentures in to shares -t Jj & e gf’ﬂ 198 j “3-4
5) Payment of Bonus Shares u’?bid/fu’j:f-S
6) Transfer to General Reserve u]'ﬁ d/ b (-6
7) Writing off of Fictitious Assets d%)/“’.d/ u}"t”! ug ;f 7
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{(Transaction of Current and Non-Current Account which result of flow of fund)
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Proforma of Changes in Working Capital_‘L.lf@JJ/ Y uE & d/ b K- J. 3

Statement of Changes in Working Capital

Particulars Previous Year Present Year Increasing in W.C | Decrease in W.C
Current Asset
Current Liabilities
Changes in W.C
XX XX XX XX
- Jé
-éy/dL//K&A}'ui;ﬁ:’/c,u/ﬁa;uy»%'i’;)uﬁ’Jf,;’
Liabilities 2020 2021 Assets 2020 2021
Share Capital 2,00,000 | 3,00,000 | Machinery 50,000 40,000
Creditors 1,00,000 70,000 Stock 80,000 1,00,000
Bills Payable 10,000 20,000 Debentures 1,00,000 2,00,000
Profit and Loss A/c 50,000 70,000 Cash in Hand 50,000 70,000
Cash at Bank 40,000 30,000
Bill Receivable 40,000 20,000
3,60,000 | 4,60,000 3,60,000 | 4,60,000

Statement of Changes in Working Capital S
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Particulars Previous Year | Current Year | Increasing Decrease
2020 2021 inW.C inW.C
Current Assets:
Cash in hand 50,000 70,000 20000 | -
Cash at Bank 40,000 30,000 | -=mm-——- 10,000
Stock 80,000 1,00,000 20,000 | --mm----
Debtors 1,00,000 2,00,000 1,00,000 | -——————-
Bills Receivable 40,000 20,000 | -=mm--—- 20,000
3,10,000 4,20,000
Current 1,00,000 70,000 30,000 | ——————————-
Liabilities 56,000 70000 | TTTTTTTC 20,000
Creditors 1,50,000 140,000
Bills Payable 1,60,000 2,80,000 1,20,000
1,20,000
Increasing in W.C
CA-CL 2,80,000 2,80,000 1,70,000 1,40,000
Ay L Sy Iy
Liabilities 2021 2022 Assets 2021 2022
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Share Capital 1,40,000 1,65,000 | Cashinhand 20,000 50,000
Profit and Loss 40,000 70,000 Cash at Bank 40,000 60,000
Creditors 50,000 70,000 Debentures 1,00,000 1,50,000
Bills Payable 40,000 10,000 Stock 70,000 50,000
Bank Over Draft 20,000 40,000 Bills Receivable 40,000 20,000
Long Term Loan 1,00,000 2,00,000 Short Term Investment 10,000 20,000
Debentures 50,000 1,00,000 | Marketable Security 10,000 15,000
Plant 1,00,000 2,00,000
Furniture 50,000 90,000
4,40,000 6,55,000 4,40,000 6,55,000
S
Statement of Changes in Working Capital
Particulars Previous Year Current Year Increasing in Decrease in W.C
2021 2022 W.C
Current Asset:
Cash in hand 20,000 50,000 30,000 | -
Cash at Bank 40,000 60,000 20,000 | ==
Debtors 1,00,000 1,50,000 50,000 | = -
Stock 70,000 50,000 | = —m——- 20,000
Bills Receivable 40,000 20,000 | —mmm—= 20,000
Short term 10,000 20,000 10,000 |  —mm———-
Investment 10,000 15,000 5000 | @ -
Securities 290,000 3,65000
50,000 70,000
Current Liabilittes: | | |  ————————- 20,000
40,000 10,000
Creditors 30000 | —————————-
20,000 40,000
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Bills Payable 10,10,000 1,20,000 |  —mmmm———- 20,000

Bank Over Draft 1,80,000 2,45,000
65,000
65,000
Increase in W.C
2,45,000 2,45,000 1,45,000 1,45000

_uf/c"ﬂﬂ/ug/u,duwlujw UI}/LJL/U}}}J(I
SIS A KB LGP LUy miUlse S U UL b 3622
_C‘Lt.}’é"w/)o.:/’}?/?é_}fJlb(j}l/‘u’ﬁ:_./:t?u}j)}K:/L//K'L[j}?}(u’x,.ﬂJjLJ}L:L//K(:&

(Learning Outcomes) éﬁ(}lﬁﬁ 3.6

Ul 23 Usd B Utnieae b US> e it L a9 § e S GAFEAE A
UPEId_isd_se b AL S LIt 2 ﬂ&mﬁfig«jﬁ D5 ug,u,,;J:””, T
A At S s ans Ussd Uty a3l ol 1 G200 01 . e LI P 1t EEE 1 st
U e Qo Sty P St sl Dlomsasr § & S0 ot 3l 23 G s Bt £
_LLC'C}’ZJIV&/&;'&(}),:_JF%{,:L/Jg}}/J/.é'_/ruz/’),.ﬂ)’Lﬂ)J

(Keywords) 51§ 4;5/ 3.7
i Z:i/(Bank Over Draft) f“ /f d&’/l)c;f“ 179 b =\J £:(Bank Over Draft) F JC( S S b

(Model Examination Questions) < U3 Qe 3.8

-’é/,:/u,va’/gdl}

- S U1
- SeSudeiun, F 2
- d@J Ut 31023
- S U3 5 -4
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_é_ww;+;u/tfa,(ugm,A;'le/)ugm,u'uwj-4
_éww3‘¢;l/géu/:'5_5
ey el el
o}o}d/ U s3I sl U ls w3 s se U EI Ulss Bt e 2 s 51
LB e
F s et Jres) —21sCreditors).s B S e il oK Usils P2 SR U S
Bithosr J o Breaintl —atre b8 usts 2 Soboe P 3 u b b e Ein B 1t atne§ 22 F50
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-é.,/[&f&:h/}&;)* J&fu’%’éé.)ufd}-2

Liabilities 2021 2022 Assets 2021 2022
Share Capital 1,00,000 | 2,00,000 | Cash 20,000 30,000
Profit and Loss 50,000 70,000 | Bank 40,000 50,000
General Reserve 20,000 | 1,20,000 | Stock 20,000 40,000
Loan to Debentures Debtors 25,000 65,000
Bills Payable 20,000 40,000 | Machinery 50,000 [ 1,00,000
Creditors 30,000 10,000 | Furniture 1,00,000 | 1,00,000
Building 2,00,00 | 3,00,000

P> %
-5/ 4 3l 34 _ 36
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(Fund Flow Statement-1II)

a1 L e

Introduction /;;v? 4.0
Objectives ##s 41
Meaning and Definition (}z'” § 42
Funds from Operations &»T;Au@ﬁ/jg},/@u’ & 43
Statement of Sources and Application JL’?‘“!)éu}ulﬁf 4.4
Learning Outcomes élldl,:’/! 4.5
Keywords Wkt 4.6
Model Examination Questions U Qi 47

(Introduction) /w? 4.0
(L PR AL T U K & S e G L x5 L ot (6
3Sis 35 Ut Uy 7 U7 U e b St $ov e 2 ey P bl U
= AL AN ) qu»_ugz_@zijgﬁz.u% L u?ufuuﬁag D
I Pl toin 9 U L L& S b bl s L2558 sk
U b U a3 T L LL T Fb o S L LMK A U1 bl =503 Uit
SEsF St 2L A\ Jod U poe el & UE U w553 P Al m e
(Sources uf.‘ul;’ﬁl,‘{fﬁ uﬁéﬁu’l_ba(}ngb&,iu:J‘}”JLZ:/@;/KQJ%‘LL“L;Q@!/J}AI‘4&{;
USRS b P e Qb S ab f;r/'/,ujw_iun s 3 2 SA Sand Applications)
P ULk 2ol 7 i il ol o pon S KPSl bt ol o 2308
S U (el i e L Uil et s’ B E i T S

S el 71

(Objectives) 44+ 4.1
S L Lo JE T ol E e LS
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D S ARSI TY I AL VS

LSS K3 pLE T s# f(Funds from Operations) =
LS Lo los§at# (Sources and Applications) =

LS SNSRI, E LTS U S 2

(Meaning and Definitions) g el )L'ﬁy 4.2

_ujcf_n_ﬁbc,/g;ég/£L/';«/:’/(W0rking Capita):/l.//guﬁ(jﬁ,lz'jb«

Tk LS 5«/ #(Funds flow Statement).»/(Funds from Operation) - &%u’ l
ety LN L S L un e e L

.pLg!}ldﬁjﬁdeuuﬁuuﬁﬁg]gﬂﬁc‘;ng l{ul;ﬁvjﬁ(Funds from Operation)

_4"_t‘lg.l,-(.,a}j Funds from OperationZ:/ bf‘/ UraT Sk /:f /;I(‘j'/

K JE sl éuszﬁﬁ;.e/ esy et sl Bs i b o S oiis g =
_§_t‘lkv( (Statement of Sources and Application)

(Source and mﬁf&)hﬁméméuﬁﬁnﬁﬁ%dlﬁwLuwdet&djkéﬁ' u
_u,?é"i/Applications)

a1 8 Me Li L st by So A s

(Funds from Operations) L}A T(’_JEM {'L.ﬁ/“ T,:J“/)J 843

— 2 fflgdr“?é: ey ffl b,glKul;ﬁfﬁ,;{iﬁ(Proﬁt from Operation)éb’ &/L?

S F s B s st s 28 U s g i1 £ L 3t s Ut A K
S LMK b ZE!) u’{(Outﬂow)Slﬂ &;/:.Ku‘/’ Sals =lol 71 Shs b Z FL-L —e b
_Jué/,éw_‘gm,swu:sww:uédt k3T f sy} ut.le»Lfi ERISA
(Non-Fund—b 223 s 8}-9 (g (5!; (¥ &;;.Kd,&]/? il 2o Pl 5 L 3y
- b"{,f:g/'/:’/o/:‘; di/ﬁ' d/ujﬁ‘l u)/fcdirfz: ujL"‘lcuLﬁI/,: &5;) Ju?bﬂd: —A2*Non-Operating

47



<13l < Non-Fund Items-<_ bl i b S uuﬁ;g SUgaT 3 504 §loa bl L
bl FNon Fund U1 Usdst 25028 L s e Sidor o 8 Ut F e a7 bl 1L Do
- u‘g‘at“n éi;il.;(gfd e O e rl/“d“INon—Operating ExpensesC/ J1 d/;r/ﬂ’?-uj"'&/
u’/'/': I d/ ksgf<uuﬁ4&,} d/ uﬁ"/ ﬂ’;'”-g,?:d/Non—Operating Expensesu'.?} [ Uﬂé/uj ‘j‘; Ak
J e bl .,/ (Funds from operation) wd LS (}L”' S Il (‘j (}37 Zssbon s

—e S b2/ fCalculation Funds from Operation

Performa of Funds from Operation

Particulars Amount

Closing Balance of Profit and Loss Account XXX

(+) Non-Operating Expenses:
Depreciation of Fixed Asset
Loss on sale of Fixed Asset
Amortization of Fictitious Asset

Transfer to General Reserve

Dividends Paid, Tax Paid XXX

XXX

() Non-Operating Income:

Interest, Dividend Received XXX
Profit on sale of Assets
XXXX
(=) Opening Bal fprofit and loss A t
pening Balance of profit and loss Accoun XXX
Funds from Operations XXX

(Statement of Sources and Application) JL’:"”’) 6'15 s 4.4
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ul/»_‘gtkg/go/!ﬁfg(Sources and Application)iédlé‘"!éuwaL}/J’louf/p/K
(Sources and (&~ J;’_‘Lblgulz - J(Application)/JW'/}'(Sources)/aL}/ "L? S Jo
-‘Lﬂﬂ?u:J‘}/ngApplication)

Sources Amount Application Amount
Issue of Shares XX Purchase of Fixed Asset
Funds from Operation XX Redemptions of Share
Sale of Asset XX Long Term Loan Paid
Raise of long term loan XX Tax, Dividend Paid
Decrease m W.C XX Increase In W.C
XXXX XXXX

_2E _+* (Funds from Operations)e—s4 e k7L f5 11 JE
&2/3,50,000 ¢ %dt’ﬁll{uuﬁ;g «-2/1,00,000 I ﬁ&uzumuﬁ,g
LSl e 00000056 LL e e 050000
b k352010000 Usts P

(W

Calculation of Funds from Operation

Amount
Closing Balance Profit and Loss Account 3,50,000
(+) Non-Operating Expenditure
Transfer to General Reserve 50,000
Depreciation on Fixed Assets 1,00,000
Dividend to Shareholders 10,000 1,60,000
Funds from Operation | 5,10,000

2JE
‘_gjgzm,ﬁ /ﬁ(,jﬁc)x J&fﬂé&)dﬁd}
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Liabilities 2021 2022 Assets 2021 2022
Capital 60,000 | 1,00,000 | Cash 25,000 | 30,000
Long-term Borrowings 65,000 80,000 | Debtors 20,000 | 26,000
Trade Creditors 45,000 40,000 | Stock-in-trade 60,000 | 70,000
Bank Overdraft 30,000 25,000 | Land and Building 80,000 | 1,00,000
Outstanding Expenses 10,000 6,000 | Furniture 25,000 | 25,000

2,10,000 | 2,51,000 2,10,000 | 2,51,000
Statement of Changes in Working Capital S
Particulars 2021 2022 Income
Current Assets
Cash | 25,000 30,000 5000 | -
Debtors | 20,000 | 26000 | 6000 | ~ --—---
Stock | 60,000 70,000 10,000 | -
Current Liabilities 1,05,000 1,26,000
Creditors | 45,000 40,000 5000 | —eeeee
Bank Overdraft | 30,000 25,000 5000 | —eeeee
Outstanding Expenses 10,000 6,000 4000
85,000 71,000
Increase in Working Capital 20,000 55,000
35,000 35,000
55,000 55,000 35,000 35,000
Fund Flow Statement
Sources Application
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Funds from operation 40,000 Purchase of Building 20,000
Long term Loan 15,000 Increase in Working Capital 35,000
55,000 55,000
Capital Account
By Balance b/d 60,000
By Profit and Loss 40,000
To Balance c/d 1,00,000
1,00,000 1,00,000
3J6
_Z‘fgjg‘Fund From Statements.I55 e sa d/ :{’J‘& Lo, o
Balance Sheet
Liabilities 2022 2023 Asset 2022 2023
Share Capital 2,00,000 | 4,00,000 | Cash 50,000 70,000
Profit and Loss A/c 1,00,000 | 1,80,000 | Bank 60,000 | 1,00,000
General Researve 60,000 | 1,00,000 | Stock 1,00,000 | 1,50,000
Long Term Loan 1,00,000 | 2,00,000 | Debtors 70,000 | 1,20,000
Creditors 20,000 | 1,20,000 | Investments 60,000 | 2,00,000
Bills Payable 60,000 20,000 | Machinery 1,00,000 | 3,00,000
Provision for Tax 50,000 80,000 | Furniture 1,00,000 80,000
Goodwill 1,00,000 80,000
6,40,000 | 11,00,000 6,40,000 | 11,00,000
:ﬂw

-Zibl’%ul ,oo,oooéwg Jewim-1
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L& 1%3951 50,0005 Us s PF Jgiliss -2

=5 AUt 180,000 L 56 or fe 230,000,078 2 S 11,00000 s -3

N
2 Siulor Ae 301000044 fiein-4
W
Statement of Changes in Working Capital
Particulars Previous | Present Increasing Decreasing
2022 2023 | Working Capital | Working Capital
Current Asset:
Cash 50,000 | 70,000 20,000 -
Bank 60,000 | 1,00,000 40,000 -
Stock 1,00,000 | 1,50,000 50,000 -
Debtors 70,000 | 1,20,000 50,000 -
2,80,000 | 4,40,000
Current Liabilities:
Creditors | 70,000 | 1,20,000 - 50,000
Bills payable | 60,000 | 20,000 40,000 -
1,30,000 | 1,40,000
1,50,000 | 30,000
Increase in Working Capital | 1,50,000 1,50,000
3,00,000 | 3,00,000 2,00,000 2,00,000
Fund Flow Statement
Sources Amount Application Amount
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Issue of Shares 2,00,000 | Tax Pay 1,00,000
Funds from Operation 3,90,000 | Preference of Investment 1,40,000
Issue of Long Term Loan 1,00,000 | Purchase of Machinery 3,00,000
Sale of Machinery 40,000 | Dividend Paid 50,000
Sale of Furniture 10,000 | Increase in Working Capital 1,50,000

740,000 740,000

Calculation of Funds from Operation

(+) Non-Operating Expenses:
Transfer of General Reserve
Provision for Tax Made
Depreciation on Machinery
Loss on Sale of Machinery
Depreciation on Furniture
Good will written off

Dividend paid to Shareholders

(=) Opening Balance of P & L Account

Funds from Operation

Closing Balance of Profit and Loss A/c 1,80,000

3,10,000

4,90,000

1,00,000

3,90,0000

Provision for Tax Account
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To Paid 1,00,000 | By Balance b/d 50,000
To Balance C/d 80,000 By Profit & Loss (BF) 1,30,000
1,80,000 1,80,000
Machinery Account
To Balance b/ d 1,00,000 | By Depreciation on Sale 30,000
By Sale (Cash) 40,000
By Loss on Sale 30,000
To Purchase (BP) 3,00,000 By Balance C/ d 3,00,000
4,00,000 4,00,000
Furniture Account
To Balance b/d 1,00,000 | By Depreciation 10,000
By Sale (BF) 10,000
By Balance C/d 8,000
1,00,000 1,00,000

(Learning Outcomes) él:&t:f! 4.5
Funds from -‘af{e :;,l(:«l,ﬁ!éi UEA; Dy L (/ Ul Ju &QJL D5 o/l;’;’?l{c/”ﬁ
L"ly.t//tf" u@;)u.f’f;?-u,?Ln/lp c,lgl]'ldl./;f uf.'/p/ﬁ‘a&vz?!#Juw;gﬁ4/550peration
AL E ks 1232 S 2l S I g3 ) S U0 P 2 55 2 e
ALl S5 e b e Wl & V34T o s pSuden P e rpyia ot
el F 5SS T e L el & Uts i Et1 P s oS
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/}lﬁbl/u“/,.:’;”;f]rd,gi.u(ujb"lC}U’I_%V@QU%%}@Sourcestuﬁdt//b/g/Jilaac_v}';/'d/
bl Applications L1 o~ st E 1 S a3

(Keywords) 5/ d)y;g 4.6

-uji,L/JK/J/.Lugzl),.u'uwmujlf'iuDJ!(Working Capital):«l./zg
o P SCe T tus PP (Dividend)k iy}
_‘LH?.W)D}”/?JL%?:JJ/.;’j}J/K J&jgﬁii&) u’r‘;.{! uﬁu"{ :(Debentures)u’/f’)"

(Model Examination Questions) < /s L}G:",.’d; 4.7
_Zg/?)/ulvédlé

et LU

Y- S 8B it Uss P 2

—e bbbt VXYt dir/',»’u/,:d w3

- d e Non-Operating Expenses-4
Y, A .’:«ULDZ.@LUJ%_/@Sourcesufui}ﬁl.;(ufﬁ_S

&U’/Jlﬁé&@lﬁ/ﬁg
Sy et Lisys
_é =2l /.L.f:, Non-Operating Expenses-2
-éwl.b}u( .»,uLuLLgLLP.uﬁmPf 323
_E S et SNl S o Con 154

ey Joleund b
_g b.,}j Funds from operatinge—s.4 d/ ek LJ, 3-1
£-2,2,00,00001 2SI e «¢-/1,00,000¢! PANE o
L1 520000L J s 1125 4543/50,0005 Usts P7 e glons
V42500000 L0 it v Ae320000.407 8 2 $421,00,000J- ¢
LLF 120000/=65 edegn-Fless)
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<-+,2,70,000

Brlind E 0500002 e (it s
_é _,/ Funds From Operatione—>s4 d/ e L f50

£ 5/1,50000 = 1-1-20231 26l

31-12-2023 01 26 =8 s

=31 Ut 5300000 L 0 i 19 230000407 § £ 250,000 s
L LU 5200005545 320000 b eoss S
_ég/u!;’fﬁ;{fﬁau Jﬁe}’u"&ZLJ ui'J,'.;'_ZS

Liabilities 2020 2021 Assets 2020 2021
Capital 2,00,000 | 4,00,000 | Cash in hand 50,000 | 1,00,000
Bank Loans Long Term 50,000 80,000 | Cash at bank 80,000 1,20,000
Creditors 40,000 20,000 | Stock 50,000 30,000
Bills Payable 90,000 30,000 | Machinery 1,00,000 80,000

Builder 1,00,000 2,00,000
Building
3,80,000 | 5,30,000 3,80,000 | 5,30,000

AP b CE L1 3000002 As bl eun(1:U 5k

2§ 312000048 2 o2

_éyr}uiﬁﬁl/,fﬁ:’u u(&iu”fké’ié_; ufJ;;’_4

Balance Sheet
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Liabilities 2020 2021 Assets 2020 2021

Share Capital 1,00,000 | 2,00,000 | Cashin hand 50,000 70,000
Debentures 1,00,000 | 2,50,000 | Cash at Bank 20,000 60,000
Profit and Loss A/c 70,000 1,20,000 | Stock 70,000 1,50,000
Creditors 40,000 60,000 | Bills Receivable 50,000 30,000
Bills Payable 50,000 30,000 | Builder 1,00,000 | 2,00,000
Provision for Tax 1,00,000 | 1,30,000 | Machinery 2,00,000 | 3,00,000
Long Term Loan 80,000 | 1,50,000 | Goodwill 50,000 30,000

540,000 | 8,40,000 540,000 | 8,40,000

ZZM??ﬁ%)/SO,OOO/UUb gf’ﬂJL«JUu(l :‘j:’.ﬁ'lb‘

V4200000 L S Eor P 210000.407 8 2 S & 250,000 wn(2

AN

_Ziu;u;ul 00000LZ U5 I wns(3
_Zj{h..«/ul;’ﬂt‘dﬁc;u d/&?uééaéié_:ufd;’d

Liabilities 2022 2023 Assets

Share Capital 2,00,000 4,00,000 | Cashinhand 1,00,000 1,60,000
Equal Preference Share 2,00,000 3,00,000 | Cash at Bank 80,000 1,70,000
Debentures 2,00,000 1,00,000 | Stock 50,000 90,000
Profit and loss A/ C 1,00,000 2,20,000 | Debentures 1,00,000 1,50,000
General Reserve 90,000 1,60,000 | Machinery 2,00,000 4,00,000
Creditors 50,000 1,00,000 | Building 3,00,000 3,00,000
Bank Overdraft 1,00,000 75,000 | Furniture 1,00,000 80,000
Preliminary Expenses 10,000 5000

9,40,000 13,55,000 9,40,000 13,55,000

W s p 050000 L8 v p 35000407 2 Lo 320,000 - whs(1:0 b

Ur 3200000 S fo2s50,000407 8 A S 21,0000 s

_Zibli‘ﬁgﬂﬁ 0,000/UU!; f?JVulzuu

-yilf‘/&ﬁ /

L1 233010000003
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(Marginal Costing)
AL Je
Introduction /:z'? 5.0
Objectives #6501
Meaning and Definition of Marginal Costing (}z*” 5 ch@&?b 5.2
Nature and Scope of Marginal Costing S [ JJ .»fuég:u 53
Basic Characteristics of Marginal Costing _»t“,w’ d{l{ﬁ:&@é@ly 5.4
Uses and Applications of Marginal Cost = e bk, =1 & Kb 55
Absorption Costing .’é{)&v@(}i,{i’l 5.6
Learning Outcomes éf«dlﬂ/’ 5.7
Keywords e ),;g 5.8
Model Examination Questions < Ul &l.?’l ¥ 509

(Introduction) /zf/ 5.0
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(Objectives) 49+ 5.1

S S5 N T L e £ F6
_Zuf/ww,gfr”"*émégu .
_de/ug/:/gﬁ):/ﬁlg{cf@&?b .
_Zuf/ug/guvwécf@élgb .
LA Seolonf AL N1 =

(Meaning and Definition of Marginal Costing) r w )L}y LJ Ud?lﬁ 5.2

ety JLSL L S L Sl
(}Kl .,Q ol S, I 2 u/ C}flb‘ﬁ“lnstitute of Cost and Management Accounts London”
LTI S e e L
Marginal Cost represent “The amount of any given volume of output by which
aggregate costs are changed if the volume of output is increases by one unit”
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(Nature and Scope of Marginal Costing)ﬁaﬁl’)w 3 d/ J UJ?G 5.3
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Calculation of Profit under Absorption Costing

Product A B C Total
Sale (A) 1,00,000 2,00,000 3,00,000 6,00,000
Material 20,000 40,000 50,000 1,10,000
Labour 20,000 20,000 30,000 70,000
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Factory Overhead 10,000 20,000 30,000 60,000
Fixed Overhead 10,000 20,000 10,000 40,000
Total Cost (B) 60,000 1,00,000 1,20,000 2,80,000
Profit A-B 40,000 1,00,000 1,80,000 3,20,000
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Product A B C Total
Sale 1,00,000 2,00,000 3,00,000 6,00,000
Material 20,000 40,000 50,000 1,10,000
Labour 20,000 20,000 30,000 70,000
Factory Overhead 10,000 20,000 30,000 60,000
Fixed Cost 10,000 20,000 10,000 40,000

Calculating of Profit under Marginal Costing S

Product A B C Total
Sale (A) 1,00,000 2,00,000 3,00,000 6,00,000
Material 20,000 40,000 50,000 1,10,000
Labour 20,000 20,000 30,000 70,000
Factory Overhead 10,000 20,000 30,000 60,000
Total Cost 50,000 80,000 1,10,000 40,000
Contribution 50,000 1,20,000 1,90,000 3,20,000

(Calculation of Profit under Marginal and Absorption Costing)
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Marginal Costing Absorption Costing
Products of A B Total A B Total

Sale (A) 2,50,000 | 50,000 | 75,000 50,000 1,00,000 | 1,50,000

(-) Variable Cost

Matern 5,000 10,000 | 15,000 10,000 20,000 30,000

Labour 5,000 5,000 | 10,000 5,000 10,000 15,000

Variable Cost 5,000 10,000" | 15,000 5,000 5,000 10,000

Total Cost B 15,000 25,000 | 40,000

Contribution A-B 10,000 25,000 | 35,000

(-) Fixed Cost - - 5,000 10,000 10,000 20,000

30,000 45,000 75,000

30,000 | 20,000 55,000 75,000
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Product X Y Z Total
Sale 2,00,000 2,00,000 4,00,000 8,00,000
Material 50,000 60,000 80,000 1,90,000
Wages 30,000 50,000 1,00,000 1,80,000
Factory Overhead 20,000 40,000 40,000 1,00,000
Fixed Cost 20,000 40,000 40,000 1,00,000
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Product M N O Total
Sale 1,00,000 1,00,000 2,00,000 4,00,000
Material 30,000 20,000 40,000 90,000
Wages 10,000 10,000 20,000 40,000
Overhead 5,000 5,000 5,000 15,000
Fixed Cost 10,000 10,000 20,000 40,000

73




,:}Kd L’/um,g:ub&"c&ij_7ém

(Cost Volume Profit Analysis)

AL Je
Introduction /:z'? 7.0
Objectives #6701
Meaning and Definition (}z'” S 72
Nature and Scope of CVP Analysis %L}MJJ,:;L@'VJ)"J'}’&J’&JU 7.3
Objectives of CVP Analysis MG/‘LJ’A'JEQ&J ‘f,:f,“ 7.4
Assumptions of CVP Analysis a&’ﬂﬁd‘ggéd} U’,:f.} 7.5
Learning Outcomes éf«dlﬂ/’ 7.6
Keywords e ),;g 7.7
Model Examination Questions c.uwr‘&l?’! <78

(Introduction) /sz? 7.0

2t Kaeg 26 P Yol 2 2SS i Sl oo e § S S oo A1 L
A 05 2 e bl ol S S fze A st AEE F Flo 25
st bt S Sk S AL 525, P ad o ctiss P U S1eutten B gl S
2l gat e nd e b S G F SN w2 Fad N Stk ta s S
Eriphe SPalbnldf e i n Bl Slslnr bt L/u:’jm,u,;/nﬁ ELN
Sk A St /o e A Jl_‘at'/“& d‘;%m;%nﬁiiér_ uuﬁzm-%cﬁ I
_Q/J’batk”ﬁj‘“”idfféétmm,w,n,&»:fuui‘éww_‘abf

(Objectives) ##E 7.1
L Lo n 61T L LS

74



_Zu:ﬁ/&?u}Jyu&"ﬂéﬂjl%/lﬁ’/}':/fﬂ .
_Zuf/uyfﬁ‘ﬁuwééw;m .
LTS n L bt T
_Zuf/wwuf,mﬁ”im%ﬂﬁm;fu .

(Meaning and Definitions) ( S 72

_éyw&;@ﬂidj;'iéﬁﬁﬁwééb»m,l,wu?»m.»fu
W st o ot P15 S 5
_u;z;{/m&/nﬂJ;gén}i%dwut?utd;?g@ﬂ&w/@k
et P P TS ek

}"L’?‘:’/L/» J:l - J:T;?g"_ J:EKJ!f uf(Proﬁt)él:fAl(Volume)/m%/!,&'f‘(Cost)Jﬂ
Skssbor L7 b St s nsd i b2 Lol I uFuire F Ll S
1 /WE(Entrepreneur)LJl,C!/lﬁ,.ayl{ugi_cé'_l:]:/'/wla éVLnL/JWlﬂcﬂnglw &
vl et o sl e, Sz «f(_c"_@,&j’ LS s S <7 el étmw%/u}»
('5!; h_,a;gf“ uﬁ/l;l,x,d/w&gl d Ly Jp@l4»éﬂgafwd/lal)“.q,d/a’”_c‘-t‘n/,‘,(VOIume)/m{%
L sty iraclIc twe b Bod 2t e P 30 U s} o L U e O
Wb B e LD e s SAb- Lt e i L e ol F ettt s
Ao (2wt S 38 S dst .2 s e Forganligd £ gl
ESSeii e s TV St S e 2 L s

-u:ZLyzJibgaglﬁé:avlrgj”,}y/,f:.di(Cost volume proﬁt)éb’ublﬁhw@
RIS A Y ;@1uﬁ;uﬁ»fiLJ%J@lgmgdjwijguK -1
L e s F 1L L 159 e eI LA 2
_Lkggdgggj)/.g/l;l%/lﬁii';/fla(Desired Proﬁt)él}',!‘b =3
e b It 4 o e S & S o g 52T 4
£/, u'.‘.’j K&fﬁ;/.:ﬂu’ts uf.'J( :fé’;/,: -5
e Grat M b e LSSk SE S 6

75



£ 20 & (Break Even Analysis) it 555 oo L (CVPIE e st sl gt o1

C S LI BERIII B G LS P B QB LN 13 L s K e f L

e b P Gl b § 28 2, -t ol el Al 3uT S 2t g e o
e b PUl b 2t o Lund 02 (Balancing Poind(Equilibrium Poin0)y 17 53

%L;M;J,}Ldb»m‘/m%nﬂﬂ 7.3

(Nature and Scope of CVP Analysis)

20} A Quality) for L& 23 L a1 ol S P LBl SIS Kool FS e 2
e (e IS S e § o Ltst g P e Sl ST b S o g 5 2
L J"JKJUdmuﬂu@i_c‘_théuu@..g«fuﬁuﬂw,%z_nz_/dv»"ﬂ/&)lfd/utu}’i‘
e s fed e wl JEELL e I e bl = Mol gg e AL Ll g
e Pl stesped e § Ut ee Sl nd Ut T 4063 e 301 Ut st
bl P e n ZC s U SIS A 2 Sl
G P b A T Mg L L e b 0 e St g £ 3t B
S A QO - Gora Tt LSS B AS T L B 5 F 1 06 001 38
K F AL S-S S e s 52 B E -t LS I i e rd o
2 SR e bl oK LI F e b TR L St
FSGSKE” A SGS abns TR LS I I SV P LSS 1 g2t S
Jlli%/@{,)ﬁl}&ﬁiJJ’(}&/&/JC‘LV}’Z&L"‘/?’U:’QJJC@.{_}“?&/A/}’Lt:‘j}'éb” ‘St
Ny

(Objectives of CVP Analysis).4# (24 L(}A‘!EL}.L})U’,} 7.4

_Laﬂlﬁui'd}:’/ﬂu?ﬂwgédegf:
-t/nggu‘m,{,«;ui‘m;&;lﬁ -1
,L'/.:Jlbfﬁj"?Ll;ngLguyuﬁébu;i&1;;11!,!%/1& )
,L'/.:Jlb*t{gu‘u’wjvmw@ﬂ,«;uﬁm;%/lﬁ 3

76



_nJ’lpévq]ﬁjvégﬁud/uu&q}f%&tﬁ/’/‘i/u{tJmt&/u,&f 4
S SBEP IS L Ak 5

S s 6

I Pt

(Assumptions of CVP Analysis)< LZ)/&A LU""JEQL;) (f,:f,“ 7.5

—e Wl e M e LGS
_‘Lt‘Lgy/fZﬁuﬁU)/J»(ﬁxed)uayul(variable);f‘:‘/djwd/uu..g,(!/" -1
e St L O eI 2
b tesjed 3
1 Je
_éﬁ.«)}(BEP)Uﬂ;Jﬁ]LJ/& J:«M‘LJ.;
JE614000 = (Output) sl sz 45
4;,/100‘3(:&:,@‘51;,% &_5,200 = S6i3ess fed
520000 == IS s

Fixed Cost

Contribution Per Unit

Break Even Point (In unit) =

Contribution Per unit = Selling Price — Variable Cost =100 =200—-100&-»~
20,000 . .

BEP (U) = = BEP (U) = 200 units =200 units x 200 = 40,000

. Fixed Cost
BEP in Rupees = —————

P /V Ratio
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PvRatio=—x 100=——x 100 = 50% = = x 100
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. Fixed Cost L. .
BEP (Units) = —— - Contribution Per unit = 100 — 60 = 40
Contribution Per Unit

50,000 .
= BEP (U) = 1,250 units

BEP (U) =

BEP (Rs) = BEP in units x selling price per unit 1,25,000 = 1,250 x 100
Fixed Cost Contribution

40
BEP (Rs) —————— = Pv Ratio = —————— x100=——x100=40%
Pv Ratio SP 100
50,000

x100 =BEP (Rs) = 1,25,000
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«&3/1,50,000 = & 21e¢2/4,10,000 =i ee2,1,20,000 == U S
&5,10,00,000 =3 Fed_5,2,00,000 ==l F10

Fixed Cost .
— = YL :
PV Ratio v JV

/ . Contribution
P/VRatio=——x100
Sale

Contribution = Sales — Variable Cost = 10,00,000 — 7,60,000
Contribution = 2,40,000

. 2,40,000 ]
P/V Ratio = ————x 100 = 24%
10,00,000
. 1,20,000 -
5,00,000&1,=419 L5(BEP) = O]

0

&5 4P/ V Ratiod BEP) I B su S S5 206
o240 =363 2513 = Feg_1,40,000 = (Fixed Cost) =l 1
&30 =ngdcy@/f:'

Contribution

1) Profit Volume Ratio (P/V Ratio) = T x 100

Contribution =o55) o»g—algl]' I /.'.‘2‘ =140 -<4,30
. . / ) 10 Rupee
Contribution = ;5,10 P/V Ratio = 4— x 100

0 Rupees

Profit Volume Ratio (P/V Ratio) = 25%
. . . Fixed Cost 40,000
2) Break Even Point (BEP) in units = =

Contribution per unit “ 10 Rupee

BEP in Unit =J{'6140,000

pE S F e oL S 5/BEP

F.Cost 40,000 40,000

BEP in Rupees =5 = = x 100
I—/Rato 25% 25
=?Lu 1,60,000
P . e BEP 1,60,000
. f()Jly¥ Lo= =
u"u,: Ku/ L Selling Cost 40 Rupees
=J(614,000

50,000 S+ s1&2,3,00,000553 e &2,1,00,000 (Fixed CosDelel 715 L {0 3Je
-é")’” e
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BEP (2 P/V Ratio (1

Contributi
Profit Volume Ration (P/V) = % x100 (1) :J’
Contribution = Selling Price — Variable Cost OR Contribution = Fixed Cost + Profit
) c 1,50,000 ,
&-4,1,50,000 = 1,00,000 + 50,000 = P/V Ratio == x 100 = x 100 = 50%
® S 3,00,000

. Fixed Cost 1,00,000
2) Break Even Pint (BEP) = — =
VRatio 50%

100
=1,00,000 x —
50

ULl b =¢-1,2,00,000
*(Graphic Presentation of Break Even Point)A?| S~ K9 L

o LA e P L it e sa Soa 3K 552 L T Sy 55
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Py

:(Formula for Break Even Point) L2 L/ ..«r} v By
S e st Y B s a SR wZL;Lglﬁﬂu@uﬁJ;‘

Fixed Cost

Contribution Per Unit
Fixed Cost

Profit Volume Ratio

. Contribution
Profit Volume Ratio = T x 100

Break Even Point =

Break Even Point (In Rupees) =
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Contribution = Sales — Variable Cost

Margin of Safety = Total Sale — BEP Sale
FC+Desired Profit

Desired Sale to earn a profit = Sale =

Pv Ratio
1500361353 e ed_,25,000T I L1000 20 S Ul
&5 _+% i3 55.5PV Ratio 190361 3=V 2
. Contribution
Profit Volume Ratio =———x 100
Sale

Contribution = Selling price — variable cost = 150 — 90 = Contribution = 60

60 . )
PV Ratio = E x 100 = PV Ratio = 404
Fixed Cost _ 25,000 _ 25000

Break Even Point (Rs) = — = = x 100 = BEP (Rs) = 62.500
PV Ratio 40% 40
. . Fixed Cost 25000
BEP in units = - - — =
Contribution per unit 60
BEP in Rupeesa 62,500
. — = =BEP (u) =
Selling Price 150

Margin of Safety = Total Sale — BEP Sale = 1,50,000 — 62,500
Margin of safety = 87,500
2240 = (632 fmd ol s01,00,000 b1 AT 2t
&P T B 1Py Ratioree 2,20 =61 U 2

Contribution J,

1) Profit Volume Ratio = ———— x 100
Sale

Contribution = SP-VC=40-20=C=20

20
Pv Ratio = E x 100 = Pv Ratio = 50%

Fixed Cost 1,00,000 1,00,000
BEP (Rs) = — = = x 100 = BEP =2,00,000
Pv Ratio 50% 50
. Fixed cost 1,00,000 .
BEP (unit) = —— — = = 50,000 unit
Contribution per unit 20
BEP in Rupees 2,00,000 .
- — = = 50,000 Units.
Selling Price 40

_gb,}j(BEP)UJI?,EEJA!c««:JPvcu JaMéJ; :ldlf"'
%}/80,000 = Fixed Cost:f’ﬁUJ&A
& 510 = 303V 20520 =381 s f
Contribution J,

1. Profit Volume Ratio =——x 100
Sale

87



Contribution = Sale—vec =20-10=10

10
Pv Ratio = 5 x 100 =50%
. Fixed Cost 80,000 80,000
2. Break Even Point = — = = x 100 = BEP (Rs)= 60,000
Pv Ratio 50% 50

&220,00,000 = Salec=53/ S e s 3¢

& 24,00,000 = FC= I &2,10,00,000 = Vee 1 2

ZEol
(BEP)i19 (2 PV Ratio (1

e D L0 WP e 512000004 (Margin of safetyS i3 (3
(Desired sale to earn a profit Rs 12,00,000) ¢ JC’ bﬁ4o55)/l,&'f30,00,000 (5
(Profit when Sale is 30,00,000)

S

. Contribution
1) Profit Volume Ratio = S— x 100

ale
Contribution = Sale — Variable Cost = 20,00,000 — 10,00,000 = 10,00,000
10,00,000

Pv Ratio =——x 100 = Pv Ratio = 50%
20,00,000

. Fixed Cost 4,00,000 4,00,000
2) Break Even Point = — = =
Pv Ratio 50% 50

3) Margin of Safety = Total Sale — BEP Sale = 20,00,000 — 8,00,000 = 12,00,000

x 100 = BEP = 8,00,000

4) Desired Sale to earn aprofit of Rs. 12,00,000
FC+Profit _ 4,00,000+12,00,000 _ 16,00,000

Desired Sale = — = x 100
Pv Ratio 50% 50

Desired Sale = 32,00,000

Ko C B 1124 e b U2

3) Profit at sale of Rs. 30,00,000

. Fc+Profit
Desired Sale =————
Pv Ratio
4,00,000+Desired Profit L. . { .
30,00,000 = o = (Cross Multipication)./d_ /Bl »
0 ‘ ¢

50
30,00,000 x Too - 4,00,000 + Desired Profit

15,00,000 = 4,00,000 + Desired Profit
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Desired Profit = 15,00,000 —4,00,000
Desired Profit = 11,00,000
KO B 435060 5130
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P e 120,000 U L 5130,00070 01,0000 -6
BEP.1¥ L3(B) Profit Volume Ratio (A)
=S e d LW éb»?u/s,oo,ooo (D) (Margin of Safety)§ W 32(C)
1 P 230 202,00,000 (B)

S 9&@)-7
et X Y
Sale s / 3,00,000 6,00,000
Variable Cost ?Lu:fﬂ /:.”“” 1,00,000 2,00,000
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Fixed Cost SIS 50,000 50,000

S

Margin of Safety (3 BEP(2 Profit Volume Ratio(1
-8
Jo =5s) Cr
2021 2,00,000 50,000
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(Break Even Analysis—2)
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(Factors Effect on Break Even Analysis) J’f)'ﬁ'}’/”tﬂ‘;ﬁ:f 9.3
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(Selling Quantity)c:«?'ﬁ )/l,&'f_4 (Change in Selling Price)uE & e &5} c.w:f 3
(Fixed cost)%J“" -1
Jf'” u:’ ;unz_lgi.;ﬁu;4b5/w,4f ﬁJJ’J’%é/uj J‘; jVLJUl%/L@/‘ﬁJJW:%I
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((Change in Selling Price)d 4 2o pod -3

ot esadspad o Jeolhas A1 LKL s 0101, 0itd B(Selling Price) =53 od
Er s i B U e b 3ot U GaT e 5ot s pnd e 320 QT S
(S 3 U Ll Be 2 Snlind Ao T e s ped Skl e
—e U u‘ Ry uﬂ?,&?c’-&i s jed S B n

FTCu TV FFCUt S e U a1 1 F OY st s ft i 1 OX 3
St U e b P oitd 53526 ALE 5L 3uT S o 2 e 6 QA TTR 16 =1
i«'jlff"/’BCblﬁ L3l &M’ ey gf.+ £ Y3 A J/,:ﬁl(Sales Revenue(}j'J')Jv’KTRa—
e e ST B2 3y p S e S SUFE e b Sty
_ujZL;JJW Lu,é:/» uﬁJl 5ol

v x#
3,70,000 1,80,000 Jik
1,30,000 1,20,000 oy
1,00,000 50,000 Sl
2,00,000 1,50,000 SR
12,00,000 10,00,000 =5 )
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1)

2)

3)

-é_’a/:{d}iuf‘;{uh}

BEP (2 PV Ratio (1
Desire Sale to Earn a Profit 4,00,000 (4 Margin of Safety-3
Profit when Sale x 15,00,000 y20,00,000 (5
C
P.V. Ratio S X 100 = ¢ = Sale—Vc =10,00,000 - 3,50,000 = 6,50,000
6,50,000 . .
Company (X) =————x 100 = Pv Ratio = 65%
10,00,000
6,00,000 . .
Company (Y) = 12,00,000 — 6,00,000 = 6,00,000 = 1200000 % 100 = Pv Ratio = 50%
. Fixed Cost o
Break Even Point =———
P.v Ratio
1,50,000 1,50,000
Company X = = x 100 =
65% 65
2,00,000 2,00,000
Company Y = = x 100 =4,00,000
50% 50

Margin of Safety = Total Sale — BEP Sale
Company X = 10,00,000 —4,00,000 = 6,00,000

Company Y = 12,00,000 —4,00,000 = 8,00,000
Margin of safety

Margin of Safety Ratio = sale x 100
6,00,000 x 100=60%
Company (X) - -
16,00,000
8,00,000
Company (Y) —————x 100 =
12,00,000
-ujiL)c«MLJl,«»ﬁd’{ug :dl‘f"
2021 2022
1000 Units 2000 Units
Sale @ 100 each 2,00,000 3,00,000
Profit 30,000 50,000
E_AI
(Break Even Point)/J19 59(2 Profit Volume Ratio (1
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. Change in Profit
1) Profit Volume Ratio = - x 100
Change in Sale

Change in Profit = 30,000 — 50,000 = 20,000

Change in Sale = 1,00,000 —-2,00,000 = 1,00,000
20,000 . .
x 100 = Pv Ratio =204
1,00,000
. Fixed Cost
2) Break Even Point = ———
Pv Ratio

Fixed Cost = Contribution — Profit =

P V Ratio =

Contribution = Sale x Pv Ratio =2,00,000 x 20% = 40,000 = 40,000 — 30,000 = 10,000
10,000 10,000

BEP = x 100 = BEP (Rs) = 50,000
20% 20
JV &)} dbﬁ :Jlfv‘
2022 5,00,000 1,00,000
2023 9,00,000 200,000
BEPIF L5(2 PvRatio(1 -Zt_s’ >

_4"_1:‘1?.[,-(7'!4;),«. JJ@DZ:J,,}/carJPvuf&//d/J@Z:;Iﬁ!LJVM
. Change in Profit
1) Profit Volume Ratio = x 100

Change in Sale

Change in Profit = 1,00,000 —2,00,000 = 1,00,000

1,00,000 ) .
Change in Sale = 5,00,000 —9,00,000 = 4,00,000 = 200000 x 100 = Pv Ratio = 25%
Fixed Cost . . '
2) BEP =—————— = Fc¢ = Contribution — Profit
Pv Ratio

Contribution = Sale x Pv Ratio

IS B St e P U L S T U
Contribution = 5,00,000 x 12750 =1,25,000
Fc = Contribution — Profit = 1,25,000 — 1,00,000 = 25,000 OR

9,00,000 x 254 = 2,25,000 = 2,25,000 —2,00,000 = 25,000

Fc 25,000 25,000
BEP = — = = x 100 =
Pv Ratio 25% 25%
BEP = 1,00,000
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(Learning Outcomes) 6(«:&(,:3/’ 9.5
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(Keywords) Wi /5;5/ 9.6
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(Model Examination Questions) < U3 dt?’i;/ 9.7
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Lok _+? Profit Volume Ratio-4

Lok _s? /Desired Profit-5
el Jol ez 2

Sy Luid B

S NN ] B2

-iul;/ (}/" L (Margin of Safety)§” U/&Qlyﬁ

_éjgiuynéuﬂ/ﬁ"myA

ST B AL IS
c«U!leaL:«U;?Jl:b

e 3s=1,00,000 U e 22,00,000 =1 72 2,15,00,000 =53 S o1

Margin of Safety-3 Qs B2

Z{b«/u"
el had

Profit Volume Ratio-1

Profit when sale is 12,00,000-5 Desired Sale to earn a Profit 3,00,000-4

21000007 1208630V 2 g 050 = (b essjed S e o2
BEP (2 Profit Volume Ratio(1 &= s%4};

&250,000 == U LUEH100033 e 20k S Y1523

2100 =063 22200061575 f =

Margin of Safety(3 BEP(2 PvRatio(1 ZE_s’_s

¢23,00000 == UFTULH1,00,000 =253 6 24

25 _+?BEPsIPy Ratio? 5,10 =063l 37 ce_5.20 =(¥iGess pd
-ujZL)c«Mﬁu%)uﬁJ“LS

Company Mango Company Apple
Sale in Rupees 6,00,000 6,00,000
(=) Variable Cost 4,80,000 4,00,000
Fixed Cost 60,000 1,40,000
Profit 60,000 60,000
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(Ratio Analysis)

A7 Z 3

Introduction /:z'? 10.0
Objectives s 10.1
Meaning and Definition of Ratio (}z"’” )[5" Lu}‘”’ 10.2
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Learning Outcomes ét:dt:f! 10.5
Keywords e ),;g 10.6
Model Examination Questions c.uwr‘&l?’w/ 10.7
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(Importance and Uses of the Ratio Analysis) JL’X’”U}' o d/:/fué u;."j 10.3
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20k Yo’ UF 1B L 5 U U1 General Profitability Ratio .A

Operating Profit Ratio .3 Operating Ratio .2 Gross Profit Ratio . 1

Net Profit Ratio .5 Expenses Ratio .4
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Gross Profit

G Profit = 100
ross Profi Scale X

Gross Profit = Net Scale — Cost of Goods Sold
Cost of Goods Sold = Opening Stock + Purchases + Manufacturing Expenses — Closing Stock
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b‘lggﬁ".}d{l‘v}’/:&jw‘é85t‘75£_£u;/bid/l;l,g:_c‘;t‘//;W/d/)///Kﬁ{&{){iJhi;L“}'Zf/(f/

_gnﬁulgﬁ(’jb*g;ufuﬁa.w/"'m!Jnél)g{uf@;bﬁﬁcﬁuluﬁwu’l_c‘_
Cost of Goods Sold + Operating Expenses

x100
Net Sale

_ Operating Cost
- Net Sale
J(Abnormal Losses )<l & 5 /::‘ (Financial Expenses)< ! 713Ul U~ bl 71Operating 229
LU e
S8 S LS &l ) PY Operating Expenses & (=55 / :Operating Profit Ratio-3
(/ &{Jéﬁl-‘é t’///;tb'/‘}w %% L:«?;/ J(ulOperating Proﬁt&rjd-wé‘:{(Operating Profit)

~< b 3ol Operating Proﬁt/,:L;’zf/c«kgl]'l_‘at'/’//;w/&//ﬂﬁfd/
_ _ _ Operating Profit
Operating Profit Ratio = Sal x 100
ale

Operating Profit = Net Sales — Operating Cost

Operating Ratio =

x100

Operating Profit Ratio = 100 — Operating Ratio
S F ol LS B B ol P 2 L o x2(Expenses Ratio)es Jl 14
&f)dawglgd/y}jufy&lgij’iiL/ﬁ)"’/&f”LbL@L&dﬁ&}}g&lﬂjlo/:;}éb“)’)/'
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/.::algl].lé;"‘gﬁl'u uﬁL//Jj?‘J)!dﬁ/”-v/uﬁ:«lgl/’!,g/;'ﬁgf?c%t’f/;w»é K&lg'j’ut&)/.
_%JbJu/wﬁ/%@blflﬂ}lM&}'

Selling Expenses or Percentage of Administrative Expenses

= Selling Expenses / Sale x 100 or Administrative Exp. / Sale x 100
_‘L&lgd;é}';’/o«r@)!iu’h‘a&ﬂé!w{uﬁébﬁfré_nwp{;wiJU’uﬁét«‘/vé_n[M:.‘,]
FLnive sl wsifm G Pb s, (Net Profit Ratio) = ¥ G b5
L SN KM a5 ﬂ_+tn(FMg 2 Pl sy ,g»‘é.:,{)w_‘at/ zs
J/ﬁw/uC/CKJ{w}%M o oot En 2 Sl S ALl
;y;:c‘_uf//"“Jl“,vJ/K_»ﬁm-c‘_‘}/ﬁw:ﬁuﬁw&ﬁo};&yﬁf:)bd;uflJr)jvﬁui_§_

Net Profit Ratio =

Net Profit
Sale

_u.?Z_L?“A&:’L}’Zijﬁk}(:"/d};ﬁ”k&;’U’J})Lbﬁ;/’ét}

x 100

_4"_3@6;@7!/:4)(,{5!:&]

_%ﬂ;:u/c)w;g&/?ufgbildff

el g/ bl ‘}/
To Opening Stock 50,000 | By Sale 10,00,000
To Purchase 2,00,000 | By Closing Stock 1,00,000
To Wages 50,000
To Fuel 1,00,000
To Gross Profit 7,00,000
To Salaries 11,00,000 By Gross Profit 11,00,000
To Office Expenses 1,00,000 7,00,000
To Selling Expenses 1,00,000
To Advertisement 1,50,000
To Net Profit 50,000
3,00,000
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7,00,000 7,00,000

o
oA ety &
Net Profit Ratio (2 Gross Profit Ratio (1
Operating Profit Ratio (4 Operating Ratio (3

Administrative Expenses Ratio(5

S

. Gross Profit 7,00,000 . .
1) Gross Profit Ratio = —————x = —x 100 = Gross Profit Ratio — 70%
Sale 10,00,000
. Net Profit 3,00,000 . 5
2) Net Profit Ratio = ———x =—— X 100 = Net Profit Ratio = 307
Sale 10,00,000
. . Operating Cost
3) Operating Ratio = sale x100

Operating Cost = CGS + Operating Expenses
CGS = Sale — Gross Profit = 10,00,000 —7,00,000 = 3,00,000

_u“?L//V.’ u’ﬁ:ﬁ)ﬁ/jfdjw,{w?&:/'/:ld}‘;dlb‘}! 5(}
Operating Cost = CGS + office expenses + selling distribution Expenses

7,00,000 = 3,00,000 + 4,00,000
7,00,000

4) Operating Ratio = x 100 = 70%
1,00,000
. . Operating Profit
4. Operating Profit Ratio = x 100
Sale
= 100 — Operating Cost Ratio = 100 — 70 = 30~
5. Expenses Ratio c;r’dkgl]‘l
Vo’ e dindbt 7 L roa b U e ess J6 e L L0 S el Sl 1 Ms
<3k
. . . Administrative Expenses
Administrative Expenses Ratio = sale x 100

B SRS P S S S P F - e QBN e § P
2,00,000 )
=————x100-20%
10,00,000

&5,10,00000 =53 22Ul S U1
Office expenses = 2,00,000, Cost of good sold = 6,00,000

110




A Aol o
S

Gross Profit

1. Gross Profit Ratio =—x 100
Sale
Gross Profit = Sale — CGS = 10,00,000 — 6,00,000 = 4,00,000
. 4,00,000 . .
G P Ratio =—x100 = Gross Profit Ratio = 40%
10,00,000
. Net Profit
2. Net Profit Ratio =—— x100
Sale
Net Profit = Gross Profit — Office Expenses 2,00,000 = 4,00,000 —2,00,000
. 2,00,000 . .
N P Ratio =—— x 100 = Net Profit Ratio = 20%
10,00,000

(Learning Outcomes) 6(«:&(,:3/’ 10.5

Z QUi 5 < Q1Y ..:er/gubg/siu}r"_c‘_&gég%fz;JKJuivjui/guK

25 LU e e e Uik s LK 2 S Ratio) S5 Usiv esa S U
S B S E it S Ui e Fe S 58 S uska S LI Uiss e sl
o bl s e SV E Lok s L Ui Sl bl 2 s o S e
U A B sz (b B e B TNP Ratio)er’§ C /bGP Ratio)er /S
B b S 76 B Ao L KOt Ao 2 S 6 Bt o L o6 SO0 -
e 3t B oL it e & GBS e bl s £ Bt P
S Sy L Ui e b Ui L L Lt S 5588 S S 2

e Ganl S S sl L

(Keywords) 5Wl d)gg 10.6

B e e e L3S 54 it (Distribution Expenses)lpl A
HP S
e bl GBS AR b L (Forecasting) (B T

(Model Examination Questions) < U3 dl}" 2¥10.7

-é/’/ w/? di
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P bbbl S B A

-

< uijf*d/dzwv@’/jj
—ebn Sl < Net Sale — CGS-3

E Lokl S e S Fiia
< 5L£6CGS-5

[]

c«Uleréot‘,!ﬁ/‘f”
—el 2 = U1
LS eafus 2
Sy e Lus3
BEAS RO
erJeleln s
S el L nd Sy S us
Sy e
ol 5 L U Sl A3
S Sk Ui 4
e Suns
S Bl euI L S5
&_/1,00,0000” ,c;1:%,/2,00,000.%z1:%,/3,00,00064/'0( J6ee2,2000000253
&2/1,00,000 32+ ey «&272,00000015 «&11,00,000542*5 55

112



_é_,/u:’"o‘ju@b»;uJLJg;&/?£L;¢¢5-7

To Opening Stock
To Purchase

To Wages

To Fuel

To Carriage inward

To Gross Profit

To Salaries

To Office Rent

To Selling and Distribution Expenses
To Travelling Expenses

To Net Profit

50,000
30,000
2,00,000
50,000
20,000

6,00,000

10,50,000

50,000
50,000
50,000
50,000

4,00,000

6,00,000

By Sale

By Closing Stock

By Gross Profit

10,00,000

50,000

10,50,000

6,00,000

6,00,000
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S 10

(Balance Sheet Ratio)

721 Z G

Introduction /:z'? 11.0
Objectives #s 11.1
Balance Sheet Ratio u..:u(j‘/“&f‘u’% 11.3
Calculating of Long Term Solvency Ratio ..‘f; d/ U;f) 3,4 P 114
Learning Outcomes éf«dm 11.5

Model Examination Questions =3 11.6

(Introduction) /zf? 11.0

LSSl Lkl S et 3 Lo iz (P i T e ddian
e e B UL Ak 2 bt ETE U s 281 Z A K QS e U S L
F e e P 2 G E e b e L LS e il MoK e
Jl_‘g(}n:«/}ﬁd/,h/ d/(ﬁféj_d:ujlf’lUI_LLL"}'ZJ'JEéb’/}l/l)l&jdb{dﬁﬁg{ﬁéujw
dﬂ’-uf&guﬂdﬂg/ﬂ,c&uﬁf;m‘jJu?t‘i}:"_‘éblggJﬁ”,L/4uﬁﬁtum}zi,r"‘i
PSP IUEEL S e e i S T L e o S A UL Ui Sk L
Sl S el S S WE Kbt 2 WA L s kr g Esd 1 7 F =t
LS P e 3 L 20 i o ek

(Objectives) 426+ 11.1

S LS 6T ol L e LS
-L/wﬁfww;u("u'léu}fjégﬂ .
LSNP LS AP Lep e
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_Zuiﬁ/wu;u@}rj&dj .
_Zuiﬁ/uy.fw;/wﬁm{u}?&/.dk .
_Zuf/ug/uﬁdwnéwﬂ .

(Balance Sheet Ratio) uf” o /“afu’“&’ 11.3

WY ER- gt OV (SN DA N Y

F e §IL Lo Trdr S TR ol P i Qa3 S
- (SR S (Y 10) T IS sV Ny (S-S RIS
SaionbUsr e MIE In-c tol] (Zﬁ e Us? i e 01 L et s (o SIS U
—e s
(Balance Sheet)Us/issy £ UL3 03 ;"L"'U?uffj <1  Balance Sheet Ratio)uf"7 U’{,&J%
ogfgfugm,;'mi_wL4:;K4M(l;uffj,_wjéufgd/&;‘ﬂgufnunz_lgéﬁ/l;:_u. g
e L Ui 3 Blee S Ut iU S U e Sudtium- s L6
ot o L et 36U L 510t Z S 168 B Bl e oo s B A & sl
Skt Leg I S (Fo i 7 ST ov s o et P 3 7 Lk esa S Ui
_%L*lggﬂﬁu’:u}/@,@b&» K
:(Short Term or Current Ratios)u.’?*'7 LL gﬁs
(}M,-wgfuf"j G Ui S 65, XY uy;,}ﬁ.tﬂuf”é/@u(ﬁuﬁd o
e Lt U G At S 6 S du S

:(Current Ratio) uf“ Ul i

(Quick or Acid Test or Liquidity Ratio) =S SAdL- i
Absolute Cash Position Ratio il
(Current Ratio) uf"’ )] A
u’l-u,?':i(Current Ratio)afjuw:’/o(JLl;ng Lyl Lugm,smiw Ul
2/ pl’”/ Ny K (/'-uj"‘i ¥ (Working Capital Ratio)e (o4 /67 s’
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/,:/}'(k“g&nwbw)dfv'g/rﬁ} ;ugm»;’uw/u?wuw_‘g&guﬁ,/wdié
—e LU T 20 L bl Ul
Current Asset

Current Ratio = ———— Or Current Asset : Current Liabiliries
Current Liabilities

Ul s.an3 Ul BIUIs L Ul wssutes] S BIuts= es s
U UnES S SR n & e QUL 61 7 <1 (Current Asse)dt1 Uls
(W.LP) AL » L §Ar o 2 5eSundry Debtorse sl olse S8 U4 re 45 2 ot k!

P>
%
o0,

uj IO / 318! }i/ «(Short Term Investment) 22 di J,o Jfg :J:: I»l 0=*<Marketable Securities

_uyuzjlfn(«u:gé

b e LL/Q/J }’/u,*"”/“ /¥*Provision for Doubtful.s! &) e ie JDebtors(1) -2 s

_ngypfLZ_/&:}T}’/‘})]/;‘J:JJ:‘UI@UQ)

:(Current Liabilities)Uy /13 -+ 5lss
J?‘Jl;w_,»,u_wg{ugm.ﬂsuuuufm[},&mJ!b"uu,,LJV@&JLVQK%J;,A(Q‘?

L}ﬁ" Isf :(BOD);/ 6@6 A e .@c leffufdr"; :Creditors:f’cﬁgé’ di’ I;I:L)’&ﬁl;l Ju;’: u’/“ (3,«.

_wu{lf»f«u:gd/ Ugs iUl lol 71

(Quick or Acid Test or Liquidity Ratio) Tty 2l i
,-ug:jfwf]/wmiw“ar//;wfc,gwﬂjjd/f:mJal;l/’l&« Jﬁd}/’c«»ﬁ,

Cl LS /u’! eI g’.’a{"j:«_‘L l:‘/’//;lb'/&byé s Z(Quick Asser and Quick Liability)

Jg«o’ﬁ:ugLnJ‘uZ_@¢Jy¢L/wf(Pre Paid)u;;'?l;lg@:/;l(Stock)o/?;’c;w.ujL"lulu_‘c
-L"lgguf/l?/u,f’mu’?’“‘mnu/z"}uﬁu%t
:(Absolute Cash Position Ratio) =S8 E i

s S ot P S6BE e pp S S 2 08 B MK
MJ&EJFZ’?/O.S:1/,ub(la-‘a&m&&y/’uﬁL/m/ug/u,u‘uwgu?‘éb/ﬁwﬂﬂJd;v'
C AL e Ut Atz Gt A 150700 L LSl s 1o bl bk
LSS S S 2 J A § B e
=(Current Liabilities)upb,duuw1-9%3/6,00,000=(CurrentAsset)LL"‘iuiuéL’j{ LI e
_E P e Ul 52,00,000
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. Current Asset 6,00,000
Current Ratio = ————— = = 32o0rl.5:1 :Ji
Current Liabilities 2,00,000
e JSe B Ll
Particulars Amount Particulars Amount
Share Capital 1,00,000 | Cash in hand 50,000
Bills Payable 50,000 | Cash at Bank 1,00,000
Creditors 30,000 | Stock 20,000
Bank Overdraft 20,000 | Debtors 1,50,000
Debtors 1,00,000 | Bills Receivable 30,000
Profit and Loss A/ c 50,000 | Investment 50,000
3,50,000 3,50,000
SIS s
Current Asset

1) Current Ratio = Y
Current Liabilities

Current Asset = 50,000 + 1,00,000 + 20,000 + 1,00,000 + 30,000 = 3,00,000

Current Liabilities = 50,000 + 30,000 + 20,000 = 1,00,000
~3,00,000
7 1,00,000

2) Acid Test Ratio =

Quick Asset

Current Liabilities

Quick Asset=Cash in hand+Cash at Bank+ Debtors=50,000+1,00,000+1,00,000=2,50,000

Current Liabilities = 1,00,000

2,50,000 _

1,00,000

e bW EUTEI U U E5 iStock A (Quick Ratio) e & 7o
Absolute Cash

Current Liabilities
Absolute Cash = Cash in hand + Cash at Bank + Marketable Securities

Quick Asset = 2.5:1

3) Absolute Cash Position Ratio =

=50,000 + 1,00,000 = 1,50,000
1,50,000
1,00,000

:(Significance or Importance of Liquidity Ratio)e.! d/ u}'t'j 84. gﬁg Lty

Absolute Cash Ratio = 5:1
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ol Fo Qu b Lol e S U Ut Qb QL 6 U sk d o
350 A EMargin of Safety, & - (b e 06 S et S EEAS Ui o gt S
S et s TSP S S e G S Skl o TS ES i
du Jf‘“_%[}/ﬂw;@gw&_/‘,f”i B SA SCAIUTEI U e b U1 A S 0 v Jt
SH At LS G2 S8 3a S P a3 o Sus
=g
(Long Term Solvency Ratio)u.‘?"7 &.JJ,’,}’ @)
S 0dadt# Lo p - Al e Sl esad et U B0 dud
LJ&'ZJ_L(J“'J Susdudt b a7 §ubs s 5 e B e drzalos
S bty P
_wgfuf“ﬁj.dkuz’iuna“_/wu;d/;ér&djkir/'ﬁuﬁduiuik
_wg{uf“@,dk/u}?d/dwlLJW&AJ%&J?&(}%
_ugz_/yujd/éb»@xgjjmug?muw’”z:(}uﬁd&dkik
L Sl B Bad # S AU dut b
(Features of Long Term Solvency Ratio) =bos® SUs~ (4t
_Latﬂlﬁuﬁdyfayﬁﬂ,cgziu?&odk
L S el B ddad 2 L pUF dud o
s S e dad L G L J U a2
S A u:g"(é“ﬂ/(}uf*j@,@}bﬁ
-ugLn,cTA(uﬁwf:"‘mu%J&ﬂ&»J?ir)ﬁ@;JﬁA
Lot S S I o F S ot tols U Gud L E PSP Gl i QUL Bs
/S
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:(Calculating of Long Term Solvency Ratio)b.a:f; J u;i'j 8,0 J: 114
qw&ytéﬁakjujuﬁqwéyt@Jf@;r)ﬁ_wéjw;&k{iirju&ﬂ)ﬁk
e b o § E S MG at # Solvency" 83 o G b L LS
_‘Lmdﬁﬁwﬂ%ut%uﬁ;/gi_aguﬂ&f:mJ;rm.:,l.}/jad;;}‘&j‘ﬁuﬁwu’fu/
rdbd o U AU 2 A
< £153s s Share Holder Fund 56 Uss #° | 0wnersg:q£r J =+’ 1Debt Equity Ratio.1
Intemal S5L Uty 7ot 6 FLbibil sl BorowedFLL S
Debt § Utasthe £ 1-ur - (¥ External — Internal Equity Ratiod s’ e A%151- o EL Equities
e Qb TS 2:1 2 L 1 2L S to Net Worth Ratio

Long Term Debt External Fund
T
Share Holder Fund Share Holder Fund

g)j:‘/o;»)u’i u“"/;l.d;bﬁ!,&g_{_t‘lggd'lf’ J~Long Term Debt/u}} 3» J?:J?@:/j‘f
1k External Funddufc:ufgf.l_uj;uu'/réuﬁ_,l/’(f'{/ug/b,u’uwufub; (EA Sl S

Debt Equity Ratio =

<
External Fund = All Long term & Short Term Liabilities
Share Holders Fund = E.S. Capital + P.S. Capital & Revenue Reserve +
Sinking Fund — Losses & Deffered Expenses

Ltz B n Ly e F Lo LGt ES P S Py

ST f b BTSSP b N e beinisgsa U AP (A7 G0

LS oL g T
Ao bw! LL/Q}J/(Deffered Expenses)elol A §5% sl bl 25268 Z Uy 7
- Net Worthy

ﬂﬁ‘égﬂﬂ MY e d/,'/ ~ “Proprietary Ratio or Equity Ratio-2
gf«;/’;JﬁéumﬂiiduJu?L*iJ“"";,y,-‘a&/ﬂw/J‘;Lu?w By P
_La%&/ﬂwj&b&yhﬂ{c«{ji;l_‘at’/ﬁw/,w.’:Jdt/ﬁf
Share Holders Fund or Networth
Total Assets

Proprietary or Equity Ratio =
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Net worth = Equity Share + Preference Share + Reserve — Fictitious Asset

Total Assets = Fixed Assets + Current Assets (Excluding Fictitious Asset)
Lisd bz Lo £ U1 si(Outsiders Liabilities)b > 3.z =+ - : Solvency Ratio .3
d/ujt"l f&«y}:_uj ':J(ﬁ/Ratio of Total Liabilities to Total Assets/u’ﬂ 2 u’lc‘a &//;lb/[}w
_U;Z_M.:,Lg,z}&;/;. sl s3Ulass u;’:/.;‘f-‘a L“//;lﬁ/ﬂﬂé 5:«15.2/“(}5/; zédf"" A7

-‘L(}}’Zw la;v«,vj,:/.:L/ 100-Equity Ratio-‘LuL/Td Kt/ _.«/ S
Total External Liabilities
Total Asset

OR 100 — Equity Ratio
JLJ L s L Uy u‘ﬁ 3l JSE um" =+ ‘Fixed Asset to Net worth Ratio .4
e b L U5 e 8 L o T S U T e et S
St St b 2l e 10048 Sl pinf 358 L gsts PP =i s SUse P
Jﬂé/,d:u’l_ggJWluﬁfuf(Working Capital),t//gib«£d,g/'d/)ﬁéu;/i;gf’ﬂcj_é:d,g]’
fgé_//;lﬁdﬁgn“bgalc1OOZ&;*JJJE/?L}’ZK/&AEJJ,%d:u»bﬂulo;pogl.d/ujb‘l%
RV el

U bi [}5 Y SRR S B
Fixed Asset (After Depreciation)

Fixed Asset to Networth Ratio = Share Hoders Fund x100

/,:/)’ JJ/ a7 d/ ujt"! Jﬁ" M ~ ‘Fixed Asset to Long Term Fund or Fixed Asset Ratio-5
251l L) A L L ode s 8 J//“Cf_‘ab/ﬂw/nﬂgf,t/éédﬁf”
e b T SAen S 0.67 4 oG e 1
Fixed Ratio = Fixed Asset
Capital Emplyed

Solvency Ratio =

Capital Employed = E.S Capital + P.S. Capital + Reserve + Long Term
Liabilities — Fictitious Assets
d/ ui: I d/ c«lglj I J}V ) /,-f »ré( / e ~ ‘Interest Coverage Ratio or Debt Service Ratio-6
‘.Lat"//:w:(c«,?w&/ﬁl;ld/)rgufc;bﬁﬁréat'//;w:(ofw
Interest Coverage Ratio = Profit Before Interest & Taxes (PBIT)/ Fixed Interest Charges
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_Lat'lgthdjol:v}/g’/6//‘¢&ﬂﬂ{iLr/.ca{"‘é;l/?/))’"L&
.‘pg?llld/ S /“ /,d/ U1 :y,»?u#u( UE/ fsf J i';"gf;"f D) u’ﬂ é}'cw’ ~ ‘Dividend Coverage Ratio-7

-‘Lt'/l/ /;LE/
Ay i P SN O (T3 -
Particulars Amount Particulars Amount

Equity Share Capital 1,00,000 | Current Asset 2,00,000

(Q) Preference Share Capital 50,000 | Miscellaneous Expenses 10,000

Reserve 4,00,000 | Fixed Asset 2,00,000

(U) Debentures 4,00,000 | Machinery 4,00,000

Current Liabilities 40,000 | Building 2,00,000
Provisions 20,000 | Furniture

10,10,000 10,10,000

1) Debt Equity Ratio = Long term Debt S

Share holders fund

_c‘_r//;w/c«»ﬁuyﬂédh/Luuuu‘“’m‘f}&ﬂjjoﬁ,

Long term Debt = 104 Debentures = 4,00,000

Share holder fund = equity capital + Preference share Capital + Reserve + Profit and loss

- fictitious Asset.

1,00,000 - 50,000 + 4,00,000 - 10,000 = 540,000

Debt equity Ratio =

2) Proprietory or Equity Ratio =

Proprietors fund = Equity Capital + Preference Share Capital + Reserve +

4,00,000
5,40,000

7:1

-%L*ng»ﬁ e u//.l:v/ =+'Debt equity 2:1

Proprietors fund or Net worth

Total Asset

Total Asset = Current Asset + fixed Asset = 10,00,000
5,40,000

Proprietory Ratio =

10,00,000

=0.54:1
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L‘l./"!ffc«,v"i;i/?/?(La”at’///zw:(c«rjuywiu}"t"! fé(}nl&/&g)ubﬂa«rjd

3) Fixed Asset Ratio =

Fixed Asset

Capital

Fixed Asset = §,00,000

Capital Employed = Shareholders fund + Long term liabilities

-‘gt’ly

= Equity+P.S+Debenture—Fictitious Asset=1,00,000+50,000+4,00,000-10,000=5,40,000
8,00,000

Fixed Asset Ratio = 540,000 1.481:1
-‘L&f S AL
Particulars Amount Particulars Amount
Equity Capital 6,00,000 Building 2,00,000
10% Preference Capital 3,00,000 Machinery 2,50,000
Reserve and Surplus 1,00,000 Plant 2,50,000
Profit and Loss A/ c 40,000 Furniture 2,80,000
Share Premium 20,000 Debtors 1,80,000
10% Debentures 400,000 Bills Receivable 2,00,000
5% Mortgage Loan 60,000 Stock 1,20,000
8% Mortgage Loan 60,000 Cash in Hand 1,20,000
Creditors 80,000 Cash at Bank 90,000
Bills Payable 80,000 Prepaid Expenses 5,000
Depreciation Fund 1,00,000 Preliminary Expenses 5,000
Good will 1,40,000
18,40,000 18,40,000
g Jfﬂ S
Absolute Cash Ratio(3 Quick Ratio(2 Current Ratio (1

Fixed Asset to Net Worth (6  Propretors Ratio (5 Debt Equity Ratio(4
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Solvency Ratio (7
Current Asset

1) Current Ratio = .
Current Liabilities

Current Asset = Cash in hand + Cash at Bank + Prepaid Expenses + Stock +

Bills Receivable + Debtors
1,20,000 + 90,000 + 5,000 + 1,20,000 + 2,00,000 + 1,80,000 = 7,15,000

Current liabilities = creditors + Bills Payable = 80,000 + 80,000 = 1,60,000
7,15,000
1,60,000

2) Quick or Acid test Ratio =

Current Ratio = =4.46:1

Quick Asset
Current Liabilities

Quick Asset = current Asset — Stock — Prepaid Expenses

_c‘_gufu“bﬁug?mﬁ’mszuﬁu?wuﬁ}
Quick Asset = 7,15,000 - 1,20,000 -5,000 = 7,15,00-125,00 = 5,90,000

. . 5,90,000
Quick Ratio = =3.69:1
1,60,000
‘ﬁc«r"ug]cﬁﬂdg%d&w;(;g(f(/'orjo)gjg;u’!_ﬁ'_t‘lgthdzgxd/l:1 &{jd:}'/?u)’(b

-c‘-d/ﬂ%fcﬁjw)(f(/'
Absolute Cash
Current Liabilities

- Absolute Cash = Cash in hand + Cash at Bank + Short Term Investment +

3) Absolute Cash Position Ratio =

Marketable Security
2,10,000
1,60,000

e b UGS e A S B (Absolute Cash) 0.5:1 £t
Long term Debt or Outsiders fund
Shareholders fund

Absolute Cash Ratio = =1.312:1

4) Debt Equity Ratio =

Long term Debt = Debenture + Mortgage loan + Creditors + BP

=4,00,000 + 60,000 + 60,000 + 80,000 80,000 = 6,80,000

Shareholder fund = equity share capital + P.S Capital + Profitability + Reserve +
Share premium — preliminary Expenses — ficratious Asset

6,00,000 + 3,00,000 + 1,00,000 + 40,000 + 20,000 + 5,000 —1,40,000 = 8,15,000
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6,80,000
=0.834:1
8,15,000

Proprietor fund or shareholders fund or Net Worth
Total Asset

Debt equity Ratio =

5) Propretory Ratio =
Propretory fund = 6,80,000
Total Asset=current Asset+fixed Asset or total asset —Preliminary Exp-Goodwill

=18,40,000—1,45,000 = 16,95,000
6,80,000

Propri Ratio =—————=0.401:1
roprietory Ratio 16,95,000 0.40

Fixed Asset
Net Worth

Fixed Asser = Building + Machinery + Plant + Furniture — Dep fund

6) Fixed Asset to Net Worth Ratio =

=2,00,000 + 2,50,000 + 2,50,000 + 2,80,000 = 1,00,000 = §,80,000

8,80,000
Net worth or Shareholders fund = 8,15,000 =
8,15,000

Total Liability to Outsides
Total Asset

=1.079:1

7) Solvency Ratio =

Total Liability outsiders = Long term loan + mortgage loan + creditors +

.. 6,80,000
Provisions = 6,880,000 =———=0.401:1
16,95,000

(Learning Outcomes) LU QLT 11.5

o BB BRSO A L e a 12 LIS o f Bl 2t
S b B s SN L AT S ha ke b S WL b s S LS
S Lkt QoS E U b A L Qe S Gad b a S saf e
& «(Current Asset Ratio)=s Ul Ut (b T U Jis L LS S S e (u
LS S B bla b Lk 5o Gu S = § 88 AQuick Ratio)es’
Aize s ST e SUsb P LU £ e A p Lush 7 —atol o Ui dulk &
BSOS T Kk P LMKt Sk
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(Model Examination Questions) < Ul 3 Qe 11.6

-é/.:}(u}?édl}
- Hedus a1

-uj Sedus s

Ut d w2 d/ Turn Over Ratio-3

< @UKL/ b.«/ /Debtors Turn Over Ratio-4
< LUK, Sy ?/ J/Current Ratio-5

c«U!rJBLgylﬁ/g
?c‘_;i/kﬁ;(ﬁ‘iu}r{l
_Zf{c«?l.fo}_cb‘_;!/ga,u}}’]&xdfg_2
ifful:./m”iu?ﬁ&»dkﬁ
Sl e UL E U
ey Joleln b
S n L e § sl Us Ul
SySea$usud s
_éyr;uﬁdd/ét/cu JQMZLJJJ,JA
«&-1/1,000002 7 <g_21,50,0005 47 «-2,10,00,00025
1550000425 Fre2,1,00,000081F  «&2,50,000¢7 4
& 21000006 2 o1 & _2/5000075 0 e 250,000 ra
-éf/u.?’jtfébfcu u(c«MzL)uij_S
£ 1000005 <&27,00,000 Cash of Goods Sold &32,00,000:51
?L;/S0,000J)//'c%uS0,000};;,:I/'/ ‘%,jz,oo,ooouguf «&2/1,00,0008 2.2 A0 2
-§V/MUI;JLJAJQM£J5-6
?L}JSO,OOOJ?DI‘,@: «&241,00,0008 & U 250,000 U #\
£-1,1,00,000 (Creditors) Ao «¢-442,00,0000 /3'5‘%,/2,00,000 (Debtors)hse/ s
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«&-141,00,000 301 215

«21,50,000 (Bills Payable)_kisul—21s

&1450,000230551
-é _04/ (Current Ratio)u}.") Ui d/ e L f5T

Particulars Amount Particulars Amount
Share Capital 3,00,000 | Cash in hand 70,000
Profit and Loss 50,000 | Cash at Bank 1,30,000
Creditors 1,00,000 | Furniture 2,00,000
Bills Payable 1,00,000 | Machinery 1,00,000
Debentures 3,00,000 | Bills 1,00,000
Reserve 50,000 | Stock 1,00,000
Debtors 2,00,000
9,00,000 9,00,000
et S8
Trading Profit and Loss Account
Particulars Amount Particulars Amount
To Opening Stock 50,000 | By Sale 20,00,000
To Purchases 2,00,000 | By Closing Stock 20,000
To Wages 70,000
To Carriage inward 50,000
To Fuel and Gas 50,000
To Gross Profit 16,00,000
20,20,000 20,20,000
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To Salaries 4,00,000 | By Gross Profit 16,00,000
To Office Rent 1,00,000
To Advertising 50,000
To Depreciation 1,00,000
To General Expenses 2,50,000
To Net Profit 7,00,000
16,00,000 16,00,000
Balance Sheet
Particulars Amount Particulars Amount
Preference Capital 1,00,000 | Cash in hand 1,00,000
Equity Share Capital 2,00,000 | Cash at Bank 50,000
Reserve and Surplus 1,00,000 | Debtors 3,00,000
Profit and Loss 2,00,000 | Stock 2,00,000
Debentures 2,00,000 | Bills 50,000
Bank Loans 2,00,000 | Preference Expenses 1,00,000
Creditors 1,00,000 | Furniture 2,00,000
Bills 1,00,000 | Machinery 2,00,000
Bank Overdraft 1,00,000 | Good Will 1,00,000
13,00,000 13,00,000
E_AI
Absolute Cash Ratio (3 Quick Ratio (2 Current Ratio (1
Solvency Ratio(6 Proprietory Ratio (5 Debt Equity Ratio (4
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U w120

(Activity Ratio)

1L Je
Introduction /:z'? 12.0
Objectives #1201
Meaning and Definition -4 /7 7l (}z*” $§° 122
Importance of Activity Ratios | d/ u;."j de 123
Learning Outcomes éf«dm 12.4
Keywords WgLs 125
Model Examination Questions ww{}@*u%’ 12.6

(Introduction) /zf? 12.0

Y Ju?-w@/ﬁu;t)ﬂ”&wziu}?&J?;Jf’“é_bjutu:f&ﬁng!;,b““/j
Ao e a Tt SN B SN S ber § e (it 2 IS S Lo
d/u?ugz.lgéjz.ufzirwﬁuﬁuumLLngguW_uguf‘JJ(wﬁcjwLg{)d/
2o & S o IS MM G 3 e 2 ot d LS ¥ s
&rfJul_ugLnéuﬂngbp%;M:LJiiﬁo/éﬁ&gutaguﬁiuf/u‘JJr
rdsp sl e Isinds Pag P dost B\ B LB A K-t st TG L o Sesf
SUPer e J§ 84 £ Je1 Z(Working Capital) 2L KU S L s Jros$ad d
S LA Qe SIS 1 A Esdbad P L L2 < (e S 66 0 607
Ly P et 3 L s S S -t e B S etk L s Gt e

(Objectives)4#l» 12.1

L Lo b Tt e LU
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_uﬁﬁ//yw;d}ﬁ;o”iu}?dw .
_ui;/uy./.:/;)wmﬁto@}ﬂdw .
-u:‘/yu,Jguw;Lu;ﬁdu .

_utﬁ/wwa‘f/t{:g)La’_/.,/fuwrwiu}?du .

(Meaning and Definition) 4/."/3!(}2‘;")& 12.2

‘,L//Kuﬁ:m, Gs2s S S s fos Fe sty wse 2614 P uguff”'(u Ji u:/guKuﬁ‘JdL,:’
Ser S pRlatb 2 L35 unle P08 #1807 ST 60 A7
oS HKE A Qe SP1 3 St Lz QIS L S S 6t F
S E IS BB oo BB S Bt 6 U1 el f s 6 -/

/.lg‘c;/k}ilLaz?@lzt‘_wf_ﬂ,ﬁgujt‘!uluu.?d,_wuf‘)ﬂ@}d/ukjf;uf*jdw
AAS S =55 Aol /J1_§_‘3n8 s Sl Sl U F o sen3s 385 S JL_§_&CD 23K
jvém_w&wﬁ'at}/;&c‘_&@JJ}/JW,@}JQL}%&,}/u,u_c‘_myKﬁg
SN Y (P I T PRy, Jﬁztc/w_c‘_&m%dfutﬁm Soihe sl s
S U L F < Joia ol e G S S Aostadss e
e WL U A Ut ot

(Importance of Activity Raios) «%/ J U db-; 12.3

WKL SE G e ISP E I Loy i E ol 2t S b
65 Aok Eiisdsos S ES eld o stbrsSeld s s ‘e paat U Lo pins L
GrES S e SN S L ot st J ol 3 Ll % 30010 25 S50 Sns poa P
q&fuﬁdjwéd),;’0/554,5&1@@5,/'_‘4@“ sl S etk S
Lo K2t K L e DU it sl £ i U e (ot g S A A ol o sl
ISl S l;//guK,-‘aGJ’u i A e B SRS A L1 U E S il s
Gl L S MK 2 S 5088 S K P b b S o et S5 S e i £

-‘gcftu DSl

129



:(Activity Ratio or Current Assets Movement or Efficiency Ratio)—"v«.‘"7 b( J)/'//(J ujb‘l b J
25 LU S Activity Ratio—e bl U U b Gt 5 28 LS adlonss ot 801 1
u}.‘ju!iu'icujgﬂ»?/@/“d/é_nd/fufcﬁa/.Ju?ﬁlufddw_‘afﬂ@glgc&VT/&fWJgUp'/"‘I
Jf, St ':i u/ Velocity Ratiol Performance Ratio u:?( PN Lu’ -t 'Zé u’{ Turnover Ratioss”
-u.?&l?urb.«/d?db"ﬂ
Debtors Turnover or Receivable Turnover Ratio (2 Stock Turnover Ratio (1
Average Collection Ratio(4 Creditors Turnover Ratio(3
Total Assets Turnover Ratio (6  :Fixed Asset Turnover Ratio(5
(Stock Turnover Ratio)b;‘d/utiuﬁ&:/.&i.} ¢
cm/‘-c;.%oj%dl.uﬁ/lﬁfu’léb{l &WL&/J/LA?‘! LW SAs b5 2L e
WS@/?(b_ﬁ;gﬂzfa/&d/&fuﬁ&ﬁ/' qu'}JVuw)o«,»j,:_{_t‘noluﬁéj_L(/'o/.";'ﬂu&)a,
LASE s p(osa bt b esp e assf eP e bl ek
et e S B L5
Cost of Goods Sold
Average Stock
Cost of Goods Sold = Sale - Gross Profit
Opening Stock + Closing Stock
) 2
/,:Ln.:()l’”axf&m Joj)’-é@ bl ufgbn’/&a/' g_ﬁ/,:a‘—n.:(ﬁl"”Cost of Goods Sold

Y SIS 2 IY-g Tt iv]

Stock Turnover Ratio =

Average Stock =

{(Debtors Turnover or Receivable Turnover Ratio)cpr’ J 3 d/ f Je ) Q
e et B S e sl S e3sp S Mo e A\ LB g 2t
S Jdr‘; d/;«l.}."//?&}/' pr3] Jl/ U 2o L}/’//;lb/‘]w ugmi &:)AUD ¢ (Debtors):«rj

-Lab’lgy/jélr_u JJ;JLZLJ}'/MJ&LLQ/UQ}-%&//M/
Net Credit

Average Debtors
Opening Debtors + Closing Debtors

2

Debtors Turnover Ratio =

Average Debtors =
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Trade Debtors = Debtors + Bills Receivable
—e b UES S U UtDebtors (1 e

e LIS Usf i S = Debtors (2
a{jd/.l:v}’/afjg/1212‘10/,:/;5(L;-‘L&//;lﬁfu’ggd/&;/'mJ}Ll{ﬂ{d/zw@l:«vjp{;l

u‘}.td/zwtbfla{j(j;’_‘gt‘/ﬂw:(dﬂﬁ d/cal.}‘”/.;/ut‘loufd(f/?oh/. yr3] d(}{{_‘a L“lg.l{r/r"j
_‘Lt'//;w}/uf)/’/{

(Average Collection Period)< 4 J dr‘:lwl d/ & L; J

L ‘5‘._(/.::,«5;/'AMI Q}irtat‘/(/;w uﬁu;/ﬂp’jd/dﬂﬁ d/c«l.}/L(Debtors)gﬂ/’”(::})}/bﬂo«,vjd

-ﬁ;blgwﬁ&{)(}&v/uﬁ6?304/)9”(&_4"_@//;(5}(:«,«J!:n‘(}n‘ylac«l.;’./ufax
, , Number of Days in a Year
Average Collection Period = ,
Debtors Turnover Ratio
OR
__Trade Debtors
" Sales Per Day

OR

__Average Trade Debtors x No.of Working Days
- Net Sales

OR

__Average Trade Debtors x No.of Month

Net Sale
LS 3651360 e

(Creditors Turnover Ratio)l ; d/ f: ] d/ '5 J!(J')&(3

/Lw'c«{j:/o}ﬂi LJ’-‘L &ﬂ’[g}w L1 Ll: L&UQ’/}L&ZM d/c«l.}uﬂ S47 Aol cwrj,:

d/gu/uﬁ()uﬁrymu;g)gmgwl24/}5(&-‘@&//;&/(&1&;,* fd)iiﬁl;l&cx}u’d&/‘
_‘gt’lg.l{’//rg:a

_ _ Net Credit Purchase

Creditors Turnover Ratio = -
Average Creditors
2 p ¢ Period No.of DaysinaYear
verage Payment Period =
g Y Creditors Turnover Ratio
OR

= Trade Creditors .
, x No. of Working Days
Net Credit Purchase
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OR

__ Total Creditors

= : x 12 Month
Credit Purchase
Opening Creditors + Closing Creditors

2
Trade Creditors = Creditors + Bills Payable

Reserve Discount on CreditorS-ngkﬁfﬁ/w/ d);if42,;;/,5 i U4 7 A3l
K2 LU P = JACreditorsss £
(Working Capital Turnover Ratio){ ;‘ d/ ‘,{ o d/ol. /64

253 2t WO K F 1o 1 S T (CL) s w5 UIss e J(C.ADUTEI Ul

Average Creditors =

D hets P Lwss )i I Ui 2 5(Debtors)e s Ul 2lses B3R e b s AL
KjﬁG#'d/))//gﬂ{d/zf@i&fjé}’_ﬁ;ffﬂw/&fﬂ‘d/db”plL:«L//KA'JJLKJ{@l&{J:«_w

_c‘;t‘//gw:@%)ﬁgjtd/zﬁ@l&{jg;luldb&iﬂf
Cost of Goods Sold
Average Working Capital

Working Capital Turnover Ratio =

OR

Sale

- Working Capital
Opening Working Capital + Closing W.C

2
_Lat'lgyuﬁb.«b?/&)/'/?;);Cost of Goods Sold/]
(Fixed Asset Turnover Ratio)l ; d/ (,{ o d/ u}" b‘lgj‘;:" G
j;,;_‘at"//;wfdl.»"ﬂziu?wJ@“"JL/uu»mJ’JLuLLngugmziuﬁw P slessped
Jﬁ/})lJL’:‘.’Ifbédjﬁ’%@#é}i/ﬂ%b/ﬂ@/g)&’%iu;ﬁ’%&dﬁﬁgﬂ{d/{@lw
e b bl U1 2 25 e b 6 o U e s 2L P
Sale

Fixed Asset
Fixed Asset = Gross Fixed Asset — Depreciation

Average Working Capital =

Fixed Asset Turnover Ratio =

(Total Assets Turnover Ratio)ea’(§ 3 Sl d_ f (6
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F IS g 1 il 1 B e b S 6 P L L esipumdpr Fer
A1 o b 6 St AL 558 e bl U S Fictitious Asseturt -t 25 &g
L T IS NS ST S T ST IS LI el
i

(Inventory ul(Inventory Turnover Ratio) { /" d/ J; o J > j S a d/ _.,1;:.2;3' s J 3
_éb,/ Conversion Period)

«&-2,6,00,000 = (Credit Sale)=s /Lol «¢-2,10,00,000 = (Cash Sale)=5s /5

«-1/50,0000 2 3(Closing) S (%1 «&1/1,50,000=s 2 3(Opening) 1.4/

£-244,00,000 = Gross ProfitO b+

Cost of Goods Sold
Average Stock

Inventory Turnover Ration =

Cost of Goods Sold = Total Sale — Goods Profit = 16,00,000 — 4,00,000 = 12,00,000
Opening Stock+Closing Stock 1,50,000+50,000 2,00,000

Average Stock = > 5 = S, - 1,00,000
) 12,00,000 .
Inventory Turnover Ratio = ——————=12 times.
1,00,000

12U e bl HT AP Gl b e 65T S S e Ut p o s
_%Jﬁ&;/' (}{{‘a(}nfj/l,&'f d/o/.?}g'/
:(Inventory Conversion Period)e 4 J g,é’. X Jo i 32

e b u S UM L5 P b G P LG a e po i,

No .of daysinaYear

Inventory Conversion Period = ;
Inventory Turnover Ratio

365 . .
==22365 b A lowi365 Ut
o ; - ;
b S p b P B3 TE366
fca.lfp 2 Je
31.12.2022 31.12.2023
Cash Sale (Rs) 10,00,000 15,00,000
Credit Sale (Rs) 8,00,000 12,00,000
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Debtors at the opening 1,50,000 2,50,000

Debtors at the end 2,50,000 50,000

_é ?/ Average Collection Period.s/Debtors Turnover RatioZ ZJe s

. Credit Sale
Debtors Turnover Ratio = F
Average Debtors

Opening Debtors+Closing Debtors

Average Debtors = >
1,50,000+2,50,000 4,00,000 8,00,000 .
Year2022 = = =2,00,000 = = 4 times
2 2 2,00,000
2,50,000+50,000 3,00,000 12,00,000
Year2023 = = =1,50,000 = ————= 8 times

1,50,000
No of daysin a year
Debors Turnover Ratio

2) Average Collection period =

365
Year2022 = = - 91.2 days

_%Jnd'élaf M’!LUQI L&)}/w;!
365
Year2023 = ?=45.62 days
e Onrsf st a6 L eds fAosl 220230
atfza,i,ﬁ“la(f/ufax [L._“:UJSB ZJ_ch‘_L“yz,lf/(’fI df)J&L}JA’JZ:&}/./L@)’
W 2Tt A T
_é ./)j Average Payment Period.s/Creditors Turnover Ratioe—s4 J ek LJL 536
Cash Purchase =2,00,000 Credit Purchase = 4,00,000

Opening Creditors = 40,000 Closing Creditors = 60,000

Credit Sale

Average Creditor
40,000+60,000 1,00,000 4,00,000

1) Creditors Turnover Ratio =

Average Creditors = = =50,000 = = & times
2 2 50,000
. No of days in a year 365
2) Average Payment Period = ; — = =45.625 days
Creditors Turnover Ratio 8

J %L«@)JL‘;"
Cash = 50,000, Bank = 1,50,000, Bills Receivable = 60,000, Debtors = 80,000, Stock =

1,60,000, Cost of Sale=10,00,000, Creditors=40,000, Bills Payable=60,000.
-é ..,«}j Working Capital Turnover Ratio
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Cost of Sale
Working Capital

Working Capital Turnover Ratio =

Working Capital = Current Asset — Current Liabilities
Current Asset = Cash + Bank + Receivable + Debtors + Stock = 5,00,000

Current Liabilities = Creditors + Bills Payable = 1,00,000
10,00,000

Working Capital = 5,00,000 — 1,00,000 = 4,00,000 = —————— = 2.5 times
4,00,000

U(JL";"LJ/J,:L//g&gvjé}’-‘at'[/zw}rc;’d/dlﬂ:’”L(W.C):/L//g&}u’J”&{jé
_‘LJ/U‘V/&LKJ}’LJ:/L//(M&(BNﬁcag/'/ul}'flula

(Learning Outcomes) 6(«:&(,:3/’ 12.4

Sts il hskze (e B0 U5 S ST S U L gats i 215 (B
SISy K5 LAz Bl BLsds i 7 dosts 8 U s e 3 16 e
e el AES 4 o st P eI o L al s oy s dost 2 Lt F0 S
d/ 5T 2 /:'Ja/;i d/ Gss d/ =9 ACreditors Turnover Ratio) {Debtors Turnover Ratio)l /" d/ Gss
(f/d//l,uﬁj‘carju;}/‘d/uﬁ"'w_ujufddwﬂﬁga/;}}Net Asset Turnover Ratio@/‘bmlgfﬁl;l
e $n I i Nr LNL LE 0 1 o E s e § 5

(Keywords) 5/ dfg 12.5

_+t@y;1/¢¢5,} :(Turnover)=3s ?
-w;&js,@w JJL&)}JG’)K% U~ a8 (Inventory)s £ 3
et T b sl G SR L iFictitious Assed 15 2

(Model Examination Questions) < Ul 3 Qe 12.6

-’é/?/un’/gdl}
- WA el S & P Jedt e’ £
- dgf'f‘d/u;f‘iulu‘?)

¢

- UQC"L{U}"'E‘IJB"‘A

¢
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SR e e L s Y _a

,EOJLZL//?/!/&{JUDJ_S
el Jol s 2

_éa&l.fo)_‘a;!/gau;.’jdw'_l

_éug./ "rf” Z Debtors Turnover Ratio-2

-éulj./a,gztd/u}r]dwﬁ

_éwl,hd/u;.‘)ﬁj

ksl §s 2520 2% 2 562_913,00,0004 7T L i ssts 2 3562_5,1,0000004E 2L -6
'é‘?‘//’ﬁ/
Q’)/’JGTLJV_Q'_&)/.AMH"_U 1 ,OO,OOO/}'&5/'}33&“_5/4,00,000&3/. fuu» LJV_7

e &3,70,000 (Debtors)se] s s AT Jussl&,50,000 (Debtors).s

_Zfi“/ ?}j Average Collection Period.s/Debtors Turnover Ratio

Balance Sheet_%fd;&fﬂd/ﬁﬁbﬁiuﬂjjﬁ

Liabilities 2021 2022 Asset 2021 2022
Share Capital 2,00,000 | 3,00,000 | Cash 1,50,000 | 2,00,000
Profit and Loss 1,00,000 | 1,30,000 | Debtors 2,00,000 | 4,00,000
Debentures 1,00,000 | 1,50,000 | Bills Receivable 1,50,000 | 1,50,000
Creditors 1,00,000 | 2,00,000 | Stock 50,000 | 1,00,000
Bills Payable 50,000 | 70,000

5,50,000 | 8,50,000 5,50,000 | 8,50,000

~&346,00,00042022 L3 &2,4,00,000 42021 Ji-=35 2 -1

~ed2/1,30,000 2022JL-45170,000022021 -4 7 -2
_éyr;ug')d/J“J-Q//Af’67/&3)4671/.(ﬁd/CGS-Q///r‘jAwI/&}/'wf'J

Debtors Turnover Ratio(2

Average Collection Period (4

Stock Turnover Ratio (1

Creditors Turnover Ratio (3

Average Payment Period (5
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(Cash flow Statement)

1L Je
Introduction /:z'? 13.0
Objectives #Gs 13.1
Meaning and Definition - /7 u’(}z;” 5132
Uses or Importance of Cash flow Statement el e %/l;’fiuﬁj 13.3
Learning Outcomes éf«dm 13.4
Keywords e ),;g 13.5
Model Examination Questions ww{}@*u%’ 13.6

(Introduction) /sz? 13.0

UrireF L LB 26 pe So 2 Kud Ap BT G Gl A1 LT A

ALl 5L PNt 2 L 2 LS U § i et S U
LAt Z TR e N L s Ko gE e bt Co a5 A 26 s L L S
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(Cash flow a1 4194 fu‘dgu” J‘L/JWH}‘;J/JWlLJI/}!L/“E&K/;/é/
-L/uj// Sl JL’/ L statement)

(Objectives) 4#L» 13.1

g Zu’LnJL?mJML,JWLMw
LSS G LS5

LSS Ry pLES A S
LA Sl s S

_Lu’ﬁ/_«?uﬁu(uﬂl.””!éu

\.\\
|

e

\.\\
éz
|

(Meaning and Definition) q{/} 3! (Jf'y)éy 13.2
ke ly JE L L S L 2
_§_?Lkﬁ/l}ﬁﬁ§(ﬂnt‘/wl.h(ffk{did}ﬂgfl/ LJUH&)}]UU})LQA d/@}/gﬁul;’ /L:{lil’

l:‘lk(zul}ﬁﬁl.z{]ﬁ]nl?’/&?u}d/fg(&}/}5&5/,0!JUJZZJ&V Z_/,u’l/;ldﬁl] Uf/l.,ugdlfu!/u;?ui;’ /LJ,,HQ’

-~

T

PSR- PV Vel ‘at“n(Financial Statement)s//5* f K/L}/KJVMJ»»/V/}VM%
-at’/@'}g{f@{é:wgd“l/

=

-LL"/UL«:’UWM:JIAUMDJ (194 LB ¥

=
4

-LL"/J':(/UFZ:JVU’MA:/LMKJVUU;)M (194 LY

(Uses or Importance of Cash flow Statement) adbdt*"’! KD/'};}J/')’V/Z” 13.3

é&%ldgd/u/b’ﬁv}wgﬂ/L}/K@/dl-@@/ﬂWKﬁ/ib u:uziffﬁf’l’gb".l”;ub/“f
okl bz SostbUs g S LUt 8 Ut P ot AL LA S U Ko B
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Sz S ds K\ L H MK 2L S b S oo B WL Aot e bl
ke P LB LMK 5L et 6 0 S22 S s Kb LU 2§
e Lo et S e B b Ba b L e b o p A1 LS 5 e (o
_‘L.lﬂ’ﬂ?ufd, 59 Tmportancee/, (Uses)
e Goat S S B Ga I L p s aSon i1
e Qe JF Sunr Gul L p Ut csaSn Fit i 2
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Cash from Operating Activities -1
Cash from Investment Activity -2
Cash from Financial Acitvity -3
:(Cash flow from Operating Activities) 3§ 25 £ JWil(SA2.6-1
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:(Format of Cash Flow Statement)./ (65,15 3.5

1) Funds from operation XXX

(+) Increase in current liabilities or Decrease in current Assets XXX

_‘ngy(/@u:sg{&;méf < JEUPEI I, S AP 5N

(=) Increase in current Asset or Decrease in Current Liabilities XXX
I P L d St Gs S SO g w5 S JEUTEI s
-t

Net Cash flow from Operating Activities XXXX

2) Cash flow from Investment Activities:
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g F

Net Cash flow from Investment Activities XXXX

3) Cash flow from Financing Activities:

-‘ébtgg@j/ﬁuugu@w(f/ﬂdﬂaaﬂ Suin s

Net Cash from financing Activities XXXX
(+) Opening Balance of Cash XX
Closing Balance of Cash XXXX

-éb.deash flow from Operating Activityé”/' & A JaMJQjE‘IUI;JZL)JﬁJJ: | Jlf’f

-<Operating Profite1,2,50,000674s.6| gl
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Particulars 1.1.2020 | 31.12.2020
Cash 15,000 25,000
Stock 65,000 95,000
Debtors 50,000 25,000
Creditors 60,000 70,000
Outstanding Expenses 10,000 5,000
Prepaid Expenses 15,000 20,000
Bills Payable 10,000 15,000

Calculation of Cash from Operating Activities S

Particulars Amount

Operating Profit 2,50,000

Increase in current liabilities or Decrease in current Asset

Decrease in Debtors (50,000 —25,000) 25,000
(+) Increase in creditor (60,000 — 70,000) 10,000 + 40,000
Increase in Bills Payable (10,000 - 15,000) 5,000 2,90,000

(=) Increase in Current Asset or Decrease in Current Liabilities

Increase in Stock (95,000 — 65,000) -30,000
Decrease in prepaid expenses (10,000-20,000) -5,000 - 40,000
Increase in Prepaid expenses (15,000-20,000) -5,000 2,50,000

Net Cash from operating Activities
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_ézg’(Cash Flow Statement)s./ s /ﬂf(}'a]f_u JMJ%ZL; uﬁJ“5:2dlfﬁ

Balance Sheet

Liabilities 2021 2022 Asset 2021 2022
Share Capital 1,00,000 2,00,000 | Cash 20,000 30,000
Reserve 50,000 1,00,000 | Cash at Bank 20,000 10,000
Profit and Loss 70,000 1,10,000 | Debtors 30,000 50,000
Debentures 1,00,000 2,00,000 | Stock 30,000 20,000
Creditors 50,000 70,000 | Building 1,00,000 2,00,000
Bills Payable 30,000 10,000 | Furniture 1,00,000 1,80,000
Machinery 1,00,000 2,00,000
4,00,000 6,90,000 4,00,000 6,90,000
zZ A
ZZMJ’«’Q?{.J/S O,OOO/LJUU ‘f'ﬂd(/uu» Iu,f'ﬂfliv‘
2o rv fe3120,000.4 2 31 e3s50,000 = AF Ll
L AT e o L U
Building Account
Particulars Amount Particulars Amount
To Balance B/ d 1,00,000 By Depreciation 50,000
To Purchase (Balance Figure) 1,50,000 By Balance C/ d 2,00,000
2,50,000 2,50,000

G\ TS a P S 901,50,0000 b o sns S sl L STt

Furniture Account

To Balance b/ d

To Purchase (BF)

1,00,000 | By Depreciation

1,00,000 | By Balance C/d

2,00,000

20,000
1,80,000

2,00,000
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Machinery Account

To Balance B/d 1,00,000 | By Balance C/d | 2,00,000
To Purchase (BF) 1,00,000
2,00,000 2,00,000
Calculation of Funds from Operation
Particulars Amount
Closing Balance of Profit and Loss Account 1,10,000
(+) Non-Operating Expenses:
Transfer to General Reserve 50,000
Dividend paid 50,000
Depreciation on furniture 20,000
Depreciation on Bills 50,000 1,70,000
2,80,000
(-) Opening Balance of Per Account 70,000
Funds from Operation 2,10,000
Statement of Cash from Operation
Funds from Operation 2,10,000
1) Operating Activity:
(+) Increase in Current Liability or Decrease in Current Asset
Decrease in Stock 10,000
Increase in Creditors 20,000 + 30,000
2,40,000

(-) Decrease in current liabilities or increase in current Asset

Increase in Debtors 20,000
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Decrease in Bills Payable 20,000 (=) 40,000

Cash from operating Activity

2) Investment Activity:
Purchase of Building (=) 1,50,000 2,00,000
Purchase of Furniture (-) 1,00,000
Purchase of Machinery (-) 1,00,000

Cash from Investment Activity

3) Financing Activity (-) 3,50,000
Issue of share + 1,00,000 ~1,50,000
Dividend paid —50,000
Issue of Debenture + 1,00,000

Cash from financing Activity

(+) Opening Balance of cash +1,50,000

Closing Balance of Cash (+) 00000

+ 40,000

(+) 40,000
_’éjg’(Cash Flow Statement)s//5* /514(}534;» d/&fu/‘&éié.) uﬁJn:’BJC‘f

Balance Sheet

Liabilities 2022 2023 Assets 2022 2023
Share Capital 2,00,000 | 3,00,000 | Cash 50,000 1,00,000
Reserve 1,00,000 | 1,50,000 | Debtors 70,000 1,20,000
Debentures 1,00,000 | 2,00,000 | Stock 80,000 50,000
Profit and Loss 50,000 | 1,00,000 | Prepaid Expenses 20,000 10,000
Creditors 50,000 | 70,000 | Machinery 1,00,000 | 2,00,000
Bills Payable 40,000 | 30,000 | Furniture 1,00,000 | 1,50,000
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Bank Overdraft 30,000 | 1,00,000 | Building 1,00,000 | 3,00,000
Goodwill 50,000 20,000
5,70,000 | 9,50,000 5,70,000 | 9,50,000

=53 320000 L S i P 30100004078 2§ 350,000 s 1 e

NS

L k335,30,0005 Usts P Jen 2

LS P 3/50,0008130,000 57 e A sl Sl eins=3

Machinery Account
Particulars Amount Particulars Amount

To Balance b/d 1,00,000 | By Depreciation on sale 10,000
To Bank (Purchase B/F) 1,50,000 | By Sale (Cash) 20,000
By Loss on sale 20,000
By Balance ¢/d 2,00,000
2,50,000 2,50,000
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Calculation of fund from operation

Particulars Amount
Closing balance of purchase Account 1,00,000
(+) Non-Operating Expenses
Transfer to General Reserve 50,000
Prepaid Expenses 2022 20,000
Goodwill writ loan off 30,000
Depreciation sale of Machinery 10,000
Loss on sale of Machinery 20,000
Dividend paid to shareholders 30,000
Depreciation on furniture 30,000
Depreciation on Building 50,000 2,40,000
(-) Opening Balance of P&L Account Funds from 3,40,000
Operation 50,000
2,90,000
Furniture Account
Particulars Amount Particulars Amount
To Balance b/ d 1,00,000 By Depreciation 30,000
To Purchase (BF) 80,000 By Balance C/d 1,50,000
1,80,000 1,80,000
Building Account
Particulars Amount Particulars Amount
To Balance b/d 1,00,000 By Depreciation 50,000
To Purchase (BF) 2,50,000 By Balance ¢/d 3,00,000
3,50,000 3,50,000
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Cash flows Statement

Particulars Amount
Funds from operation 2,90,000
1. Operating Activities:
(+) Increase in CL OR Decrease in CA
Increase in Credits 20,000
Increase in BOD 70,000
Decrease in Stock 30,000
(<) Increase in CA OR Decrease in CL +1,20,000
Decrease in Bills Payable 10,000 4,10,000
Increase in Debts 50,000
Cash from Operating Activity
2) Investment Activities: () 60,000
Purchase of Machinery -1,50,000 3,50,000
Purchase of Furniture -80,000
Purchase of Building -2,50,000
Cash from Investment Activities
3) Financing Activities:
(-) 4,80,000
Issue of Shares +1,00,000
Issue of Debentures +1,00,000 (=) 1,30,000
Sale of Machinery +20,000
Prepaid Expenses (2023) -10,000
Dividend Paid -30,000
(+) 1,80,000
Cash from Investment Activities (+)50,000
(+) Opening Balance of cash 50,000
Closing Balance of Cash 1,00,000
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Ce sl /&fa,Funds from Operation -5

c«U!fublaL:«UﬁJ;:b

£22,50000.886 742020,73/31 22100000585 2 420208.52 £ -1

VA 140,000 L LS sr P 233000058 2§ 21,0000 s
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Balance Sheet

Liabilities 2021 2022 Asset 2021 2022
Share Capital 1,00,000 3,00,000 Cash 30,000 60,000
General Reserve 80,000 90,000 Bank 20,000 10,000
Profit and Loss 80,000 1,40,000 Stock 50,000 70,000
Debentures 50,000 1,00,000 Debtors 70,000 1,00,000
Creditors 50,000 70,000 Bills 40,000 20,000
Bills Payable 50,000 10,000 Machinery 1,00,000 3,00,000

Furniture 1,00,000 1,50,000
4,10,000 7,10,000 4,10,000 7,10,000
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Balance Sheet

Liabilities 2021 2022 Asset 2021 2022
Capital 1,00,000 2,00,000 | Cash at Bank 50,000 70,000
General Reserve 40,000 90,000 | Debtors 70,000 1,50,000
Bills Payable 50,000 30,000 | Stock 30,000 70,000
Creditors 1,00,000 2,00,000 | Bills Receivable 40,000 80,000
Bank Long term loan 1,50,000 3,00,000 | Plant 1,00,000 2,00,000

Furniture 1,50,000 2,00,000
4,40,000 8,20,000 4,40,000 8,20,000
;w‘f‘fw

et e 110000 L8 S ieEor fe 32000048 2§ 350,000 - gn-2

e 23012000080 Fb S b

e FEador A 3300004 4 fiein-3
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Balance Sheet

Liabilities 2021 2022 Asset 2021 2022
Share capital 1,00,000 2,00,000 | Cash 40,000 1,00,000
Profit and Loss 70,000 1,20,000 | Stock 70,000 1,50,000
General Reserve 30,000 70,000 | Debtors 1,00,000 2,00,000
Debentures 50,000 1,00,000 | Bills 50,000 30,000
Creditors 50,000 40,000 | Furniture 50,000 80,000
Bills Payable 50,000 80,000 | Plant 1,00,000 2,00,000
Bank Overdraft 60,000 1,00,000

4,10,000 7,10,000 4,10,000 7,10,000

LS Li35320,000J-wns(2
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Sole Leb 1436

(Decision Making)

Introduction

Objectives

Meaning, Nature and Scope of Decision Making
Characteristics of Decision Making

Role of Decision Making

Types of Decisions

Process of Decision Making

Factors effect on Decision Making

Advantages and Disadvantages of Decision Making
Pricing Method

Make or Buy Decision

Learning Outcomes

Keywords

Model Examination Questions
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(Objectives) 42+ 14.1
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(Meaning, Nature and Scope of Decision Making)))ﬂ/)’:«fﬂ&# LdJVﬂL%’ 14.2
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e 561 Koontz and Weihrich-1
“Decision making is the selection of a course of action from among alternatives it is the
core of planning .
"Lgf/dﬂ,f’u‘i.,@"ugf;:’uu{!u/(c-f::’ud;p"
3 br Z Bartol and Martin-2
“Decision making is the process through which managers identify organizational
problems and attempt to resolve them”.
_"wL/J’/JL/J"uJ”L/WL&JJJuﬁz;f,,g/siu?%f@/ungw"

(b» L Phelp Kotler-3
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“A Decision may be defined as a conscious choice among alternative courses of
action”.
e B8t O A
—« ¥ /ugd_George R. Terry-4
“It is the selection based on some criteria from two or more possible alternatives”
"-‘Lg.alg:.’/?é/éng'jé’]kﬂd]b’p‘uﬁ}”
U451 Z Peter F Drucker-5
“Whatever a manager does, he does through decision making”.
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(Characteristics of Decision Making)::«&lf“‘? d/ d]Lr‘ ,L‘;’ 14.3
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(Types of Decisions) (Q’LUM 14.5
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(Process of Decision Making) Jj&l} KdJV,L{) 14.6
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:(Identification of the Problems) cw’l'ﬁu( 2o |
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“The financial statements provide a summary of the accounts of a business enterprise,
the balance sheet reflecting the asset, liabilities and capital as on a certain date and the income
statement showing the results of operations during a certain period .
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o ul!}f (Comparative Income Statement)&,oﬂ;l’.@cal.}’” J; 5009 J &f'r A 2

Particulars 31.12.2022 | 31.12.2023
Sales =3y 5,00,000 4,00,000
Cost of goods Sold chJ d/dl.oﬁ.:,éa/' 3,00,000 2,00,000

Selling and Distribution expensesa«lgijiéﬂj:&ﬁ/' 1,00,000 70,000

Other Incomes UL 47T £ 20,000 10,000

Income Tax* A 60,000 70,000

Comparative Income Statement for the years 2022 and 2023

YearJL- ChangeJ,,A,f"
Particulars @M &2 & Increase/ w4
2022 2023 Decrease Percentage %
Sales =317 | 500,000 | 400,000 | () 1,00,000 (=) 207
Cost of goods sold =S eies 337 | 300,000 | 2,00,000 | () 1,00,000 (-)33%
Gross Profit g (u 2,00,000 | 2,00,000 NIL Nil
Operating Expenses =Ll AN KD P

Selling and Distribution Expenses c«lgi]'iéﬂ})&;/' 1,00,000 | 70,000 -30,000 30%
Net Operating Profit C s K A6 | 1,00000 | 130,000 30,000 307
Other Incomes LT AE | 20000 | 10000 | (=) 10,000 507%
Net Profit before Tax c/ GJ"C Fu 1,20,000 | 1,40,000 20,000 167
Income Tax 507 ey A7 | 60000 | 70000 | 10000 167
Net Profit Income Tax Cv udl}gf“c/.’!l, 60,000 70,000 10,000 167
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(Common size Income Statement)ulr“‘f Kl S }}K&;T
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Costof Each Item

Sale

x100

:ZJ.’."?

_zfi/l;ﬂ%):’vu”{z_u d/ui_ujd;c«l.)b‘”d;'gué.um/,kld’j

31.12.2022 | 31.12.2023
(4;5/) (A;U)
Sales =344 | 2000000 | 1600000
Cost of goods Sold G‘/@JJLD}&J) 12,00,000 8,00,000
Selling and Distribution Expenses :«lgi]'iccﬂfym&ﬁj' 4,00,000 2.80,000
Other Incomes UQAT/:(J 80,000 40,000
Income Tax Lfg ﬁ/’ 2,40,000 2,80,000
1S
Common Size Income Statement
Particulars = k<’ 2022 2023
T w33 / e 133y /
Sales =1/ 2,00,000 100~ 16,00,000 | 100.00
Cost of goods Sold = U353 7 | 1200000 | 607 800000 | 50.00
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Gross Profit Cd,’lv 8,00,000 40% 8,00,00 50.00
: C e 4,00,000 207 2,80,000 17.50
Selling and Distribution Expenses
Net Operating Profit Pk | 400000 | 207 | 520000 | 32.50
Other Income uLuT/:(J +80,000 +47 +40,000 +2.50
3l P 4,80,000 247 5,60,000 357
Profit Before Tax bvudlpgfgd"l.
P F e | 2,40,000 12% 2,380,000 17.50
Income Tax 50% ._«lfgfg,[!uf‘/’
3l : 2,40,000 127 2,380,000 17.50
Net Profit after Tax Z}v ud GJg e

(Learning Outcomes) CCQDJ/! 15.6
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(Comparative Income J’.lﬁL‘L“ 1542023+ 3/31008 5% K&ATKJ{ LIS 0025

-é&‘ Statement

&7 2022 2023 L}AT 2022 2023
To Cost of goods sold 9,00,000 9,50,000 | By Sales 15,25,000 | 17,00,000
To Management Expenses 93,250 95,980 By Interest and discount 7,500 6,200
To Selling and Distribution Expenses 1,90,000 2,09,000 To Profit from sale of Machinery 6,000 8,000
To Rent Paid 8,000 7,000
To Loss on Sale of Land 2,500 800
To Income Tax 85,000 1,68,000
To Net Profit 2,59,750 2,83,420

15,38,500 | 17,14,200 15,38,500 | 17,14,200
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31.12.22 | 31.12.23 31.12.22 31.12.23
Equity and Liabilities Assets
& &1 &3 &3
¢ ¢ 3 3
1.Shareholders Funds: 1.Non-Current Assets:
Share Capital 14,44,000 | 12,00,000 | Plant and Machinery 26,00,000 | 20,00,000
Reserves 6,00,000 480,000 | Goodwill 4,00,000 4,00,000
2. Non-Current Liabilities: 6,80,000 | 2. Current Assets
Long Term Borrowings 10,20,000 Sundry Debtors 5,00,000 48,80,000
3. Current Liabilities: Bank 40,000 80,000
Sundry Creditors 4,80,000 6,00,000
35,40,000 | 29,60,000 3540,000 | 29,60,000
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Comparative Balance Sheet of Ahmed and Brothers as on 31.12.2022 and 2023 S

. 31.12.2022 | 31.12.2023 | Absolute Change | Percentage Change
o e
& & Increase Decrease | Increase Decrease
I. Liabilities
1. Equity and Share Capital 14,40,000 | 12,00,000 -2,40,000 -20.00
Reserves 6,00,000 4,80,000 -1,20,000 -25.00
2. Non-Current Liabilities 10,20,000 6,80,000 -3,40,000 -50.00
Long Term Borrowings
3. Current Liabilities 4,80,000 6,00,000 1,20,000 +20.00
Sundry Creditors
19.59
II. Assets:
1. Non—Current Assets:
Plant and Machinery 26,00,000 20,00,000 -6,00,000 -30.00
Goodwill 4,00,000 4,00,000 - -
2. Current Assets:
Sundry Debtors 5,00,000 4,80,000 -20,000 -4.17
Bank 40,000 80,000 40,000 +50.00
3540,000 | 29,60,000 -58,000 -19.59

Il UF e & 3112,00,000& £ 20220512 5,1440,000 4 7L 20231240 #-1

U Ut 3t (nE i 212400003/
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F83 _2,40,000

.

x100 =—————x100 = 20~
¢ 820220 12,00,000

L6 AUInU e 24800008 £ 20220 2,600,000 180,23l L2023 110 8522
WU st 331§ 1200003 fu
£

daradi=—22 (100 =257
" /820220
1,20,000 g
= x100 =257
4,80,000
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34,000
~ 6,80,000
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_1,20,000
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Common Size Balance Sheet  :J&
-éﬁgé@&i@}iu@f}&au JMUA:ZL)J:J";

Balance Sheet

Liabilities 1.1.2022 | 31.12.2022 Assets 1.1.2022 | 31.12.2022
Share Capital 1,00,000 3,00,000 | Cash 50,000 30,000
Profit and Loss 1,00,000 1,50,000 | Bank 50,000 50,000
Reserve 50,000 2,00,000 | Stock 1,00,000 2,00,000
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Long Term Loan 50,000 1,00,000 | Bills Recievable 50,000 20,000
Debentures 2,00,000 1,00,000 | Plant 2,00,000 14,00,000
Creditors 50,000 1,00,000 | Furniture 1,00,000 2,00,000
Bills Payable 50,000 50,000 Investment 50,000 1,00,000
6,00,000 | 10,00,000 6,00,000 10,00,000
Common Size Balance Sheet
1S
Particulars Amount | Percentage | Amount | Percentage
Current Assets:
Cash 50,000 8.337 30,000 3.0%
Bank 50,000 8.337 50,000 5.0%
Stock 1,00,000 16.67% 2,00,000 207
Bills Recievable 50,000 8.33%
Total Current Asset 2,50,000 41.67% | 2,00,000 30%
Plant 2,00,000 33.33%2| 4,00,000 40%
Furniture 1,00,000 16.67%| 2,00,000 207
Investment 50,000 8.33%| 1,00,000 10%
Total Fixed Asset 3,50,000 58.33%#| 7,00,000 70%
Total of Balance Sheet 6,00,000 100% | 10,00,000 1007
Shareholders fund 1,00,000 16.67% | 3,00,000 307
Profit and Loss 1,00,000 16.67%| 1,50,000 15%
Reserve 50,000 8.33%| 2,00,000 20%
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Total Share Capital 2,50,000 41.67%4| 7,50,000 75%

Long Term Debt:

Long Term Loan 50,000 8.33%#| 1,00,000 10%

Debentures 2,00,000 33.33%2| 1,00,000 10%
Total Long Term Debt 2,50,000 41.67 | 2,00,000 207

Current Liabilities:

Creditors 50,000 8.33%4| 1,00,000 10%

Bills Payable 50,000 8.337 50,000 5.3%

Total Current Liabilities

Total Current Liabilities 1,00,000 16.67 | 1,50,000 15%

Total of Balance Sheet 6,00,000 100 | 10,00,000 100
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Year Sales Stock Profit before tax
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2018 1881 709 321
2019 2340 781 435
2020 2655 816 458
2021 3021 944 527
2022 3768 1154 672
i
Trend Percentages
Base Year 2018=100
Sales Stock Profit before tax
Year Amount Trend Amount Trend Trend
Amount Rs.
Rs. Percentage Rs. Percentage Percentage
2018 1881 100 709 100 321 100
2019 2340 124 781 110 435 136
2020 2655 141 816 115 458 143
2021 3021 161 944 133 527 164
2022 3768 200 1154 162 672 209
&5
A5 3100 U2018 5 220044 42013 b 31 T U ess 202 -1
-‘Lﬁguuﬁmj’f'w}c&&w
Esepd IS 2022662021 ﬂﬁ‘al,m,?uldyuﬁ;l,&? SIBIF201320180 22
-Lam,;ul&gw,,gfun,&fmiwuﬁbfwf
& J/g,%,-‘gfnl;@;ﬁ“/u@#uw Lur/,ég-‘gllm.?wdyutﬂﬁfdﬂﬁ}?h -3
-+uf€wJJ}6{/,’+wad

205




(Learning Outcomes) 6(«&% 16.9
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Balance Sheet Ason 31.12.2023

Particulars Moin & Brothers | Sadat & Brothers

I. Funds

Share Capital:
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Preference Share Capital 1,20,000 1,60,000
Equity Share Capital 1,50,000 4,00,000
Reserve and Surplus 14,000 18,000
Non—-Current Liabilities 1,30,000
Long-term Loans 1,15,000
Current Liabilities
Trade Payables:
Bills Payable 2,000 -
Sundry Creditors 12,000 4,000
Outstanding Expenses 15,000 6,000
Proposed Dividend 10,000 90,000
4,38,000 8,08,000
IT. Assets
Non—Current Assets or Fixed Asset
Land and Building 80,000 1,23,000
Plant and Machinery 3,34,000 6,00,000
Current Assets
Temporary Investment 1,000 40,000
Inventories 10,000 25,000
Trade Receivable (Book Debts) 4,000 8,000
Prepaid Expenses 1,000 2,000
Cash and Bank Balances 8,000 10,000
4,38,000 8,08,000
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(Common Size Balance Sheet)

Assets G‘{ i 2 Ug'r I b
Assets:
Cash 27 72
Sundry debtors 220 226
Stock 100 174
Prepaid Expenses 11 21
Other Current Assets 10 21
Fixed Assets (Net) 635 513
Total Assets 1003 1027
Liabilities & Capital:
Sundry Creditors 42 154
Other Current Liabilities 78 62
Fixed Liabilities 225 318
Capital 658 493
Total Liabilities 1003 1027
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(Cash Budget)
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“A Cash Budget is an Estimation of the Cash flows of a business over a specific period

of time”.
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“The Cash Budget is an Analysis of flow of Cash is a business over a future, Short or
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Cash Budget £5($# :(Proforma of Cash Budget) <+ ¥L5(54

O Gy | ey | ezl A
Opening Balance u’Jf & G XXX XXX Xxx
(A) Receipts =)
Cash Sales =3 /fﬂ’ XXX XXX XXX
Collection from Debtors  (#*» Ul XXX XXX XXX
Call Money on Shares f A - N XXX XXX XXX
Loan Received Sy XXX XXX XXX
Sale of Capital Asset =33/ d/;?l:"ld)l./
Other Receipts :,y/,/f)
Total (A) XXX XXX Xxx
(B) Payments = XXX XXX XXX
Cash Purchases &7 R XXX XXX XXX
Payment to Creditors dl;l[ uybﬂ XXX XXX XXX
i Al
Wages and Salaries Y 7 XXX XXX XXX
Interest and Payables =iy
XXX XXX XXX
Capital Expenditure 1Y
. . XXX XXX XXX
Loan Repaid i qu/
XXX XXX XXX
Taxes Jr‘;
, XXX XXX XXX
Dividend x393
Total (B) XXX XXX Xxx
Closing Balance (A-B) XXX XXX Xxx

(Advantages and Disadvantages of Cash Budget) =L sl <Al L&—;d & 18.8

2@&59/)@?@/}’&485%615

:(Advantages of Cash Budget) <4 PR

218




S ol e F Lt sl s S 51
St Pt U A st U236 T 2
st e i S S sl S5 63

e b S AUl AL LSy 1l §S 8 & Ut $E 58 4
_‘LJIZJI beP el Bt

P EREEPIY Op (RY PAEY 1e H o B
_‘Lt‘n:a:l:"/{u ufdk,}‘;‘d/.:,gbl&,o/gﬂld;b-7

e 0SB S P\ S S G LGB 58
{(Disadvantages of Cash Budget) = Alei Z o550
:ujJ’;'guc«lILeﬁL&?dﬂ

_4"_0:/ $o5 e QT8 5-a be M P60 21
CHESSE aF i S Las$s

e bnk s S e ns L el

A eSSk 2 S8

1 Je
_2= :(Cash Budge) 2 £$ KU 2002025 S e ra St i
ol 71 L2 7% =3y} &
5,000 20,000 45,000 80,000 $o52
6,000 18,000 40,000 10,000 S
6,000 22,000 42,000 75,000 B
7,000 24,000 50,000 90,000 Sy

219




6,000 20,000 45,000 85,000 S5
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:‘Ld/ Jdd /7 it £5.J_George R Terry
“Budget is an estimate of future needs arranged according to an orderly basis, covering

some or all of the activities of an enterprise for definite period of time”.
Wi Al Len oo i e nF S e P I Qe Ly Fr s
e b IS
S Lo
“A budget is a comprehensive and coordinated plan, expressed in financial terms, for

the operations and resources of an enterprise for some specific period in the future”.
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“A Budget is a financial and/or quantitative statement prepared prior to a defined
period of time, of the policy to be pursued during that period for the purpose of attaining a
given objectives .
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J% 5@ Crown and Howard-2

“A Budget is a predetermined statement of management policy during a given period

which provides a standard for comparison with the results actually achieved.”
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Jbr £ Gordon Shillinglaw-3
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“A predetermined details plan of action developed and distributed as a guide to current
operations and as a partial basis for subsequent evaluation of performance”

Qs Sk Uiyt $o7 b § wF L sl Satz S 2 i id e & L
U il L

.:u.;y»vg_‘a;“f.{l,uﬁ};ultg/»-‘a,f"Ké./@i’uﬁfy/?)gfu/gtgtjw&ﬂ.az
At (a6 L e ot fles LS e A F LU T ol
Shokf ez it S S S imdaTErd Les o Lize o Ul i Ji
Fowoe 5 oo Qo A7 S s 2 o 56 2y S Ll ws S pdod g2 S
LI 1 S L Sl S b S Eid E AT LI Un

I L Js /’-Q 0P S MK NS o il S g u’?/’/(Budgeting)d/K 2 Ll
e b U1K foutd

(Features of a Budget) Jl&u&i&g&,&]'}” 17.3

USionJoislos

Sk vl d S L b feec bbb d Lo somd LS ws

s AES ST f e L F ot Ll S

e G B S Sl i e sst el g2

_Lgm,f‘”{u}gf /d/gumuwi&{ L53

ce I L1 LG bt L n Ll 22 i _4

—et /. P e ss

e G2 M Sust s ar B g2 56

e bt RS 4 uy;;wf&lé&’{ 25T

U PTEG 43 ot &l $ezn P < Grr S o587 Lol (Ul o T s A 258
ny

230



b L s din 5 Ll et S5t 5 LA KLz

(Objectives of Budget) MG«‘Z:&? 17.4
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“Budgeting is the principle tool of planning and control offered to management by

accounting functions”.
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U591 L) Batty
“The entire process of preparing the budgeting is known as budgeting .
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“Budgeting may be said to be the act of building Budgeting”
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(Advantages of Budgeting) &—4 GZ:d/ Koy 17.6
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(Budgetary Control) JJ /b"'/ J ;{E}’ Eeils 17.7
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“Budgeting control is the planning in advance of the various function of a business, so

that as a whole can be controlled”.
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“The term budgeting control is applied to the system of management control and
accounting in which all operations are forecast and so far as possible planned ahead and the

actual result compared with the forecast and planned over” .
S E IS 50t S s e S b ey s
bl et d Lok L
P el & 1 L sbp St
_Ltgtf@ff&;gmfu!uﬁ.:,MJ%JJJ/';;/y»L(KJ
RN DNV U LN Je P SN SSTRY
YDl Uiy L L JrP a5

(Uses of Budget) e U1 25178

S T L e b eI },)%4/k(u_wz§nauv%!éf LesptF S
PVt et L e b U 2t Ped e b mids 2T et b P
:(Planning)($6 » +*” -1

§ I 5 s b St i e SE3 S b 5 ol 1 1S S e
bl Fete WL FSE P e dns A 3§ et s

:(Communication and Coordination)bl}‘/b‘}f 722
uﬁ;lg,,xé.&?zi(fy-‘gwL?Mﬁ”/u::‘f/Jf}/,19b/6¢}1nyJfJ(?u;/;%
N RN S A S PR Y =S SN B et
=(Motivation)u§ ; -3
F st b e Dy L5 5F i (nasbe s N LG ML e
JLIE Sl i Ut el S KT A sl FFL s S S aeieit v St S
-Laém,yﬁé/“u( J»”(“J UM a3 oI 30l a,

:(Measurement of Performance)J” k,d/ b4

234



Sy e E L es e b Ui L L Pule s Letmds 2t {5
A Jd’f’f@d}(uﬁu#/ﬁiigﬁugz.@iauﬁtii Jf{"u(({&wifﬁ_unfb
-
(Resource Allocation) gf:f; J J,’,L«;-S

S U F FUE SRS ot gt LK S S
e aat S ik f o S od e (F i
“(Transparency)=Jl2_6

st SpE L L A B EL LSS S Ly e s
e L LS st a2 LA =36 2 s b 5 L L EAB I

b
(Classification of Budgets) S >0 Ju'j 17.9

_ujdf.},?/;(u'l d/u’ﬁ.{’df//?u}’dr‘_g;_&bJLJ@licg,’]d/wdl«k,?uJﬁ/?/?(b
s A8 =l =3 (Classification According to time) (§4x.2. Qb (A)
_c‘_tlgle(:”"utuﬂ’ufgjjw/u?wgf(:ﬁ&mf&z/ﬂﬁ&ﬂrg
:(Long term Budgets) gfg (3,4 J:? -1
:(Short term Budgets)gf)"{' (}» /ﬁ =2
(Current Budgets) gfg U3
:(Classification on the basis of functions) (J4z.2.35/(B)
i 2 S ko s = S ste Aot £ E e A1 L IS A
:(Operating Budgets) s SaAa-1
:(Financial Budgets) Vet L}QLJ
‘(Master Budgets)uj?' J K3
Classification on the basis of Flexibility) d,c;,?wt,»g(c)
L e S g S S A

235



:(Fixed Budget) 2446 -1
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“The Master Budget is the Summary Budget Incorporating its functional Budgets”.
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“Fixed Budget is a Budget which is designed to remain unchanged irrespective of the

level of activity actually attained”.
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(Differences between Fixed and Flexible Budget) J / u&"ﬂé&f‘ﬂﬁgﬂl F:G' 17.10
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(Difference between Traditional and Zero Base Budgeting)
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Labour Mix Variance = Standard Cost of Standard Labour Mix — Standard Cost of Actual

Labour Mix
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Overhead cost variance = Actual output x Standard overhead Rate per unit —
Actual Overhead Cost or
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Material Cost Variance = Standard Cost-Actual Cost MCV = (SQSP)—(AQ X AP)

Uineis b e o Sl g e 3 S B 3T s e e IS e,
:szC'???/lf4£1-d@zfavourablejl%/ﬁ}u’lJna)gjcd?&?ﬂd/?ﬁ-néu&guf.'
_J nUnfavourabler (o, 3 /.U' f g‘nu@j;:j U
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Standard outputufsl i $k=+= 320061

Actual Output s/ 4z 52 4000 61

41 /¥
488001
16017 %3
2001/ #8

Standard Quantity Required per unit//.¢* d/.l,v/tfﬂé 1

Total Quantity actually consumed J’/‘E"&p gf i

Standard rate per unit{, /"u’/.l,vé 6

Actual Rate per unit { /"&f? émd

1S
DMCYV = Standard Cost — Actual Cost or (SQ x SP) — (AQ x AP)
=16x4x4000-20x4800 (4 x4000 x16) — (4880 x 20)
= 64,000 - 48,000 (16,000 x 16)—97,600
25,600 —-97,600
= 16,000 Favourable MCV =-72,000 (A)
:( Material Price Variance) (.}.@'IEJ )
Pyl et 6 3P n Led 8w ad Sl SIS iy 2 e hs
_‘a‘}ﬁ/“,}:c};c.?}d/d;’,?uu%/u}
¢t S
G FaTd L7 Gi
,gi'(xJJL;‘:U/.(iii
Sz Bt TISP s s sh S v
o)%l(ﬂcﬁféﬁﬁjwédééauk‘(v
AR RSB N &
dx Ut esl S U G
o el a2 v
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-966 l?b(/.,.;é’./ﬂj."f?ﬂb::j uﬁ le b seslsns
MPV = Actual Quantity (Std. Price — Actual price) = AQ (SP—AP)

u’mlm;gjaax;"d/.l,vog@? es (n&"!rt;ﬁ;u’t u’:’-/”;_no;gjgox.’j@’?ag(j{l,v/ﬁ
A S ol Dt iy 2 —semlieed 8wl Sl B DIt r
ARSI P
2J6

S P2 el e sudUs s

Actual QuantityA6+ (% = 36001/ #

Standard Pricecs (Sl=s= 12& 5/

Actual Price&x,’f&? = 154;5/
1S

MPV = Actual Quantity (Standard Price — Actual Price) = 3600 (12-15) = 3600 x (=) 3 =

-10,8 00{7)/(Adverse/ Unfavourable)

e dTeld e dirtde e ed@imadE £
:(Material Usage (Quantity) Variance (.}.@IL‘J Jlr“flédl.rlé

PGP Lir 57 A5 i )5 Gl S s bk 2 s G a2
G IS B s L B2 30 Sukar & Lt 4, B2 51 s (g4l F s
-%J.Jg/)@u&l-‘gL";'ZJI(:MUV/,:'%)*«/L

MUV =Standard Price x (Standard Quantity—Actual Quantity) Or MUV=SP (SQ-AQ)

&31rt4’¢n Zis Jg/,»mup et BN Gl BE S5 Fiyr Std s

J:"/,,; @ Jf,/;" & 29 d/c«l[ﬁ; J;) KN Cl L‘l;///l; ,u’jf:' uﬂ/ﬁ’;/’é LJL,&' u’l-ngLé’rAdverse

-é&&n/“/}:f/})
J ks £ G
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J6 A ke # (i
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5 e on§ Bty 3 A S

S Bl g3 pusirt§ MLl S
P16 F s ilar(xi

b Lo L B 2w P2 st e b 2 s

MCV = Material Price Variance + Material Usage Variance

Material

Material

X

y

_u.?J('U/.c«LJl"”J,}gA:_,L@/%i/té.‘)'/"/”’i'!ﬂd/b
JLd/.l:v/guc;J_Z:L///?ISphani}KZO

Quantity Rate per kg
16161 12.00&L
sULKl 8.0L s/

B0~ 8 K- G 1spahanic . #200001m£ 2023 4110

Quantity Rate per kg
15001 14.00&L
1000 U6l 10.00&
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VN ILC ST IBNLC Jroerst G
a) Material Cost Variance = Standard Cost — Actual Cost (SQ x SP)(AQx AP)
Material x = 9600 — 10500 = 9600 (Adverse) x=(1600x 12)(1500x 14) =
y = 32005000 = 1800 (Adverse) 19200 —21,000 = -1800

Material x and y = Rs. 900 + Rs. 1800 = Rs. 2700 (A)  y (800 x 8)— (1000 x 10(

b)  Material Price Variance = (SP—AP) A Q 6400 -10,000 = 3600
Material x = (12— 14) 1500 MCV x = -1800
=-2x 1500 = -3000 (A) y =-3600

Y =(8-10) 1000 = -2 x 1000 = 2000 (A) MCV = 5400
X +y = 3000 + 2000 = 5000 (A)
c) Material usage variance = (Std. Quantity — Actual Quantity) Std. Price
= Material x + Material y
= (1600 kg — 1500 kg) 12&2,+(800 kg — 1000 kg) 8<Ls.
= 1200 (F) + 1600 (A) = 400 (A) &2, = MUV x = + 120

Y =-1600

(Classification of Material Usage Variance) L}.Lﬂ:“’LJJ red LJL(G 22.6

Flebatbobion ol it Uesds sie Siautid2 s
ISP eed 5 e WL i e T G 2 e s L
(Material Mix Variance) U 0 2*(a

S LE et 5 L i oo KA LB 12 S Febuias PSS L2
e SR LS LSl FLNF S oL bt £ L)
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Material Mix variance = (Revised standard Quantity — Actual Quantity of x Standard price OR

Standard Quantity for each materials

Revised standard Quantity =
Q y Total Std.Quantity for all material

Total Actual Quantity for all material OR R S Q = Total Actual Quantity x Std. Ratio

Somo Q6 F I 45161 il s s Firt sl s s damn 3 B 30 32 )
_t?n/)?c},u%/“gufdjj‘;laJ.:,Lzmdj;,m_fal’av&@jﬂy?nug);/u.&&:‘yﬂﬁ

Sondie ed§haredn ntesrd L)

_Av St (o

_Q.l?‘:(,wu(/l.‘iugwgldigj((c

_,g]'(ﬁufdl.&a/.(d

e 3P b I L S (e

wlie el At E (¢
4J¢

e 5o A - bl = NAMUL 62

3

JL rlj%/lﬁ’ uﬁu}:wbwf Kz%u

4 4.00 8.00
M

16 2.00 16.00
N

20 24.00

-LZJ")',?/)J(&??

J rlf%ui» SUsed F/u
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M 16 4.00 32.00
N 8 2.50 10.00
24 42.00
E SRS
:f

(Material Mix variance = Revised Std. Quantity — Actual Quantity) Std. Price

. . Total Actual Quantity . 24
Revised Standard Mix= —xStd. Quantity of N=—x4=Rs.4.80 <1,
Total Standard Quantity 20 *

Total Actual tit 24
Material N = gtal Actual Quantt y x Standard Quantity of N =—x16 =19.20L-»~
Total Standard Quantity 20 *
5 Je
_u,?iLJ utJ“;uLﬁ»mJ"""a/wJJL/Ku;Lmu,;&é«i..{!
Standard L=+ Actual($”
V94 - - - -
(l/ )KA,&'/ PRy f J rl)’/lﬁf ARy Luf J
3 * ®
P 120 20 2400 160 24 3840
Q 180 40 7200 120 50 6000
300 9600 280 74 9840
=~y
u’:"/,,;ufl/vd/f”(b u%/,,)w(d/f”(a
Aot VL AINAC

a) Material Cost Variance = (Standard Cost) — (Actual Cost) or (SQ x SR)—(AQ x AR)
P =(120x20) - (160 x 24) = 2400 — 3840
MCV (P) = - 1440 (A)
Q =(180x40)—(120x 50)
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7200 — 6000

MCV (Q) = + 1200

MCV (P) = - 1440 A

(Q) =+ 1200

MCV (PQ)—240 Adv.

MPV = AQ (SP-AP)

=160x-4

(MPVCP) = - 640 A

Q = 120 (40-50)

=120x-10

MPV =-1200

MPV (P) = -640 A

(Q)=-1200

MPV (PQ) = 1840 Adv
b) Material Price Variance = (Standard Price — Actual Price) x Actual Quantity)

P=(0-24)x 160 =-4x 160 =640 (A)

(-)1200 £ (4)
(-)1840 (4)

Q=(40-50)x120=-10x120=

¢) Material Usage Variance = Standard price (Standard Quantity — Actual Quantity)
=SP(SQ-AQ)

P=20(120-160) =20 x -40 = 800 (A)

+2400 (F)

Q=40 (180-120) =40 x 60 = —— (F)

d) Material Mix Variance = (Revised Standard Quantity — Actual Quantity) x Standard Price
Revised Standard Quantity of:
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Total Actual Quantity

s 280 7
Material P = x Standard Quantity of P" = 200 x120=112 (!/'/ £

Total Standard Quantity
Total Actual Quantity

. 280 7 }g
= — x Standard Quantity of Q = ——x 180 = 168(1/'/
Total Standard Quantity 300

*(Material Yield Variance) U s 241ct 2 (b
4o d/lnput c«U})LVariances&"}' UQ’./J'/:(J )z/’ ‘L&b d//,.,)yf d//lal,g: #d/u’}'/“a AL Jlj”
ugjamt%d/gwm%&?ﬁ_‘aﬁ) ugwémt,g,@f’?mm&d/y/ S J?’/“}:.«-‘L&l? Jb:j
-‘Lyi)uﬁd;’i&gbéL#‘fl-gﬁUnfavourabledV/fu”:"/“ﬁ I
Material Yield Variance = (Actual Yield — Standard Yield) Standard output price

_c‘;w@d/gv(f:fd/égl&d//m%agdjku%

Actual Usage of Material

Standard Yield = -
Standard Usage Per Unit of output

L i SIS S I, LS e U 3Tt U uid o .

d/l;!%uﬁwcfgé".t‘.by‘ﬂu..«l/’}’/(Material LOSS)ULGZIJ!‘»‘JUUM":U:;Z:QU&»‘Ju;”v

ug&,«;,c‘_énéu&g‘jzn,&» /uuﬁfhiic‘_mﬁ:,uuﬁ‘)/”w?uuﬁﬁ?uu»LJfQ/
_udTe b etz 5.0

7SS £ G F bk G
b6 F UGy SWriaotz L G
66
§ eIV Gher SAZ b e 112IMNOL L e b/l ULEI20006AE L o+
. oL kd
ingredients/ 7/ (lf:gjl,&'f _wfrl/f:gd :«fﬂ%u
M 1600 5.00 8,000
N 400 8.00 3200
0 400 2.00 800
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Inpute 3l 2200 12000

Outpute 21 2000

_‘L.@JLI,&VA!J//W@?u:J‘J'I‘LJnOUU’JLL@/&.&

P 202384/ 6
1S B 14,807 1./ 314000 M
1S3 58.40L7 176000 N
/L2207 1. 72000 0
5 F 1. 4.00.00010 3 L Lol
oSt o2 JEpeb
oGl s JEoht 24
'
1. Material Cost Variance = (SQ x SP) —(AQ x AP)
M =(3,20,000 x 5)—(3,14,000 x 4.80)
=16,00,000 — 15,07,200
= ¢-1,92,800 (F)
N = (80,000 x 8) — (76,000 x 8.40)
= 6,40,000 — 6,38, 400
Rough Work:

Calculation of SQ of M MCU (M)
2000—-1600

4,00,000
16
20

00
4,00,000 x 00)(3,20,000 Kg

334




Calculation of SQ of N:

2000 —- 400 units
00

4
=4,00000 x —— = 80,000 Kg 400,000
MCV (N) = 45,1600 (F)
McV (0) = (80,000 x 2) — (72,000 x 2.2)

=(1,60,000 - 1,58,400)
MCV (0) =1600F
MCV (MNO) = 92,800 + 1600 + 1600
= 96,000 &2/
2. Material Price Variance = (Standard Price — Actual Price) x Actual Quantity
= AQ(SP—-AP)
M = (5-4.80) x 3,14,000
=0.20 x 3,14,000
MPV(M) = 62,800 £s/AF)
MPV (N) N =(8-8.40) 76,000
=-0.40 x 76,000
MPV(N)  =30400 <s.AA)
MPV (0) =(2.00-2.20) x 72,000
=-0.20 x 72,000
=-14,400 (A)
MPV = 62,800 + - 30,400 + -14,400
MPV (MNO) = 18,800 (F)

3. Material Mix Variance = (Revised Standard Mix — Actual Mix) x Standard Price
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. . Standard Material .
Revised Standard Mix = —x Actual Material
Total Standard Material

OR

= Total Actual Material x Standard Ratio
1600
M =——x%x21,000
2200

=33 6,000%5/
400

~ 21,000
= 84,000&_1/

400
0=
2100

x 21000

x 4,62,000
= 84,0002~
Material Mix Variance = (Revised Standard Mix — Actual Mix) x Standard Price
M =(3,36,000 — 3,14,000) 5 = 22,000 x 5 = 1,10,000 2
N = (84,000 — 76,000) 8 = 8,000 x 8 = 64,000 2
0 = (84,000 -72,000)2=12,000x 2 = 24,0002
Material Mix Variance = 1,10,000 + 64,000 + 24,000 = 1,98,000{7}/

4) Material Yield Variance = (Standard Yield — Actual Yield) Standard output

Actual usage of Material

Standard Yield =

Standard usage per unit of output
4,62,000 4,62,000
© 22000 <2000  1.100

= 420000 1./
Standard Material Cost per unit of output = 12,000 =~ 2000 — 6&s.
Material Yield Variance = (Actual Yield —Standard Yield Std. output price
=4,00,000 —4,20,000 x 6 = -20,000 x 6 (A) = 1,20,000 (A) £+,

5) Material usage Variance=(Standard Quantity for actual output-Actual Quantity) Std. Price
M = (3,20,000 - 3,14,000) 5 = 6,000 x 5 = 3,000 F

N = (80,000 — 76,000) 8 = 4000 x 8 = 32000 F
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0 =(80,000—72,000) 1 = 8000 x 2 = 16,000 F

78,000 F

(Learning Outcomes) 6&(}&:’/’ 22.7

IS e 2 e i § 28 AL D pboa i SU Sk L
e Glond P bl FE i1 §64 P 2 E L 16 Ao bl K5 S U o G P L
eI Ue e ASCL e d i S bt E A Sl

mﬁ&Q%J@Kuun_c‘_éfutf%/d/a@ﬁd/ﬁ_{!/;,u!ngfji.:,uyui:/@
f{-G’C‘? d/ub—?/?d?' Tﬁ-u?%fVariance/J/' eI E LA e b S = e
Pl 23 s LU mTUE Sty

AIL3EE Nt 361 S = IS b S U1 £ b SIS =S Uit
_4;_(3’[')4& S S L3 SNV 2 L S L

(Keywords) ~ 5W1(§ /ffg 22.8

_wg{dtrl}:@bgz}% Z:z—)//.l}’/“&f/ :(Raw Material) JL(G

_w%{@@l L:J/J/ %% c'_/,}l,wi&?uu.l,v I(Variance)d“@!l:
_‘at'lgg;lW/ﬂc’u!@}&g/?(éﬁcjﬁtf?‘éty@/’u{’gf.ﬁ I(Analysis):/f.“

(Model Examination Questions) < i3~ Qe 22.9

g Uk b
. S n Z IG5l A1
e Lokl SR s 2
- ki S S3e T3
< Lokl S 3 Z g
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$He e IS 27e o L1035

el Jol =iz 2
RE ARSIV G I el
_éwl,b)‘aﬂ S« (Variance)361t_2
WENSI IR Pl 0
Epea$Ut ot 24
oS N 36ies

erJol ezt
S AL AU 2
St L2
ET eSSk LB IS 3
ol cl e ST 4
i LI ENE o Ko S S L 5
363287 UKE120,000: 40
3634 2/7.607 UEK126,000:5

(A)  £/18800 :i2
=S oo b2 e a S f5o-6

Jar &
JL Y . < , ¢ .
YR i KL deded
A 400 20 500 120
B 600 10 500 80
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_éfa/‘u’}'/gd/f"au J&L)L’/J:}.,?J)‘7

il 4
o r[f £ | U ;‘%u %}/F AW rlf K15 e Y (“ L. &
P 40 10 400 20 35 700
20 20 400 10 20 200
20 40 800 30 30 900

MCV 48,000 (F) MPV: 28,000 (F) MUV: 20000 (F)

MCU :200 (A) MPV 500 (A) MUV : Zero i

g{iimu‘%/..ﬁgﬁl/.:d/?‘u‘%/..awgd/fé;xJUleﬂI)gLPg/JLW}:‘,U_S

g S

:(Standard) =
A E 100 S Fr0 2
rlf%&:;:/ugax,’fduh
Actual Gé?
1./ #2,10,000 output/s i
1./ #2,80,000 Lz Je
1./ #2,52,000 =44
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361t e 21l »-23 (6

(Labour Variance)

1L Je
Introduction /:z'? 23.0
Objectives s 231
Meaning and Scope of Labour Cost Variances Mwl(}”ﬁdlﬁltd//»] 23.2
Objectives of Labour Variances MG”L@@’tJ&Z’&JJ)f 23.3
Importance of Labour Variances qﬁlJ@@leQun} 234
Causes of Labour Variances g d/u’}'/,; /-.4 23.5
Types of Labour Variances (L:"IZ:J@UJ@Z@»] 23.6
Learning Outcomes éf«dm 23.7
Keywords I 238
Model Examination Questions < Ul &l.?’l < 239

(Introduction) /37? 23.0

SE AL Sy e (Material Variances) 3616 L 06l J“qu Ly, s

Ve AL pA Ll et S sz s 1 0 2 e e lo S ALt 2 S

S UL L U U2 U S1-Usnd Ui pnZ S o6 2 S s ety

Sl e 21t & osord a2 d 7 & (Labounlms #f P ctbon 56 Ui/ 6 sl a

Sum o oumZ Skt 23 P ol 8 i) § s p DL K5 B
BESPE sl i
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(Objectives) 4#+ 23.1

S LSS T L L3
_u’:ﬁ/uy./wuo’”iu'ﬁ/g e Gy
_uiﬁL?/MLI»LJi4;wK/¢J .
A et S Pk
S elod et ekl
LIS

(Meaning and Scope of Labour Cost Variances) MJ/J’L}M éélﬁj’td/ﬂ)/ 23.2
uuuﬁfd/!;!%é:gf’_ffﬁﬂ)]d“,l_ujz./'/bl/b/(j/ggzufuﬁ,.xﬁd/!;!%é(}"{f((fr
(Direct ub/c«il,(f@/l)l:’/uy»/ 4l_u3§{(Direct Labour).s » ey u.?"/I U L%J}/"/vub
/:J_‘L(Direct Labour Cost)y@d/&u!/dw/f&;l/ﬁgffug4/? ﬁdt‘*-u}%{Wages)
(Standard &.7 SAr-i_b w&)&{c;@]' d/yw;y»@/‘/?w/ L?z’?,?‘at’n/“,}: EF s ] J:"45
(Kiu,/»/Lué/g}w;u;ﬁ.ﬂ?‘%—/d}yxim%ﬁ‘étn4dlf.af?/vfl K2 £ Cost)
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e Flur St A0 L1eMA
“Direct Labour Cost is that cost which can be identified and allocated to cost centres or
cost units” .
2l g CJe_ 2 b§ A e STt p 5 st ese coset s )"
s B S S pom p S Sy kS
:(Features of Direct Labour) 6.5 3 Pl
-LJ.?LJ.’. 5,?/;‘_}(&5,«5£/u el
_4"_L“n“,ﬂ7gPrime Cost:/fﬂé!j&lw]ab_l
_4‘_6%(;( ead Al
e Fe eI TS S
_LQJ%J.A}’UQ/JUJ/»]&/UZVL&A}' u.f/l,&'fJ/l:l,.%_4
e LA s p s S
(Indirect Labour).ss »» L-14}
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e $usd P S p bA NI ICMA b5 34
“Cost other than direct wages cost”
-o/:é;Uj:u;:5//:0:@15:11,9/};u/':/l;/’/:JgQﬂ:"-"%Vﬁ’L&iJwUﬁJ "
:(Features of Indirect Labour) J6s.6 s YO 2L
-uij,?qu};,«éLw/JM)@
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(Objectives of Labour Variances) wo L (} @WJ&Z'&J»] 23.3

_ujJ,,}Zy/)Ml.‘a'»Lu’:”/“;/;J

LSS e F S UL L S
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e bnaAW S F L Ca e St B e e e 4

S0 2 U 2 e e U6 R s AUt LA Flexible Budgeting( 6=y 4485
o

STt p K2 L K56

LS A S ke rms = 2127

LU o oS Y i/ -8

St B 631 S8 429

g &SP =510

(Importance of Labour Variances) <4/ J A o L’J s 7 234
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(Causes of Labour Variances) c«l(}?) d/gf}‘/“)/:f.' 23.5

e Lt 5 e 36 e 21
:(Production Differences)J},} U&=/l 4z-1

e o3&l < bl 356 L i Slor sl ool a B 5 U ol kg
e TP e sl e s oloSm p b spste e el 1 GAS EGK
(Fluctuation in wage rate) ug ST ; J S 222

LS e A Gho U fE et bnin 3P e 208 0) Senil
e Qeder’ BB e 21 25 L
:(No of Workers) s 47 J J3

ASIIZEE 118 S 22 S Usins - AT K1 s p S P2 LS Sps”
5 I b et o Bk oo e SO S S5 L
0.y SRy
(Resource Allocation)ua:"?' J J.’.lﬂ_4

344



d/ IV &ni,g: J@ib d/ Us 7l f/LL/’/ ~ u‘iﬁ.’. f(;/y"‘!ﬁ =2 e d/ U 7
Juﬁ.}/bef/:/mi &;Lﬁuj"%;rt;'lrKE'VL&/id)f/?L/ﬂﬁ(KLnézyiL/u;%n&%!
-‘L&ngb
‘(External Factors) 15 . 6-5
&" K S5 i613 e llo 5 2 AN 5 N5 Gl td s 2151 S Ju/&/u/j@m{ Uyl
Sat S ussl el LY, le,l,g,J¢f/f;,JLqug J;’JJ;-M@CL K lsdls 5;*/2_
P ebyiigekde o8 b adFeltniimnZ S S gbUF waus teeg
e dnitid e st s e o
(Training and Skill Development) é:) KUSZ sl 27 -6
L Ll ol ue Qe s S S 6  psm pe e S BI LFE F 6
cJ“_Ldﬂ;ﬂf’ld/(%;!é./f/;wt&?ﬂ{_c"_t‘njuluﬁ;lﬁl&u!ceﬁd/d%u?f-lg“i ST
mc‘_bg/?u%/“a,;&tuub/m/,lc‘_m.?wu:u}."wd/um;;,gﬁé%}_c‘_énfu’futc:’uKu
stk O
:(Quality control problems) fL+Z 4T
P 80 et L0t T e teT 3 S b S AT Ut sz thol s
én/“gc};uggJ'ﬁ/",,Jc/m‘gL*lgn,Sutuﬁ@i};/gxmyxéu,&w%mjwuﬁ‘@zu/,éc_,?,
-t

(Types of Labour Variances ) rl.»:;' LJ@’L’J&Z'E/»} 23.6

S ienp ISt L A
(Labour Cost Variance)g@’ ¢ d/ =1 J 71
(Labour Rate Variance)g@!t d/ = 210 /:'-2
:(Labour Efficiency Variance) Juﬂ L’d/ dy;//% d/ 273
(Labour Rate Variance) élﬁlt’d/ = 210 F-1

L,?}JJ/.UQ‘ALZ/;‘M/’/D!&}/)!C/&d/?p/"}?‘a,ﬂ?uKﬁ’/g@{’ﬂcgﬂ/g&,/;}
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_LLG’Clgd/au J,@UJ},?JJ%J/UG’_LLL"%/“&C})
Labour Rate Variance=(Standard Wage Rate-Actual Wage Rate) Actual hours paid

LRV=(SR-AR) AH Worked
ki UG U Nmnt e UGl f B 560 i s T s
/“,}:C:."nl:«.d/c«l(ﬁ;d}g/:JGIBJQZ!_L‘MU&;J;}(JG’J‘:'/..ﬁdx.J/:Ji/_fﬂ(Unfavourable)j!rL’
e by
S S A6 A
—(J:I?L64(K£2/’¢JE;}Z/))]/?D)LJEVQLi/‘j}&”‘.b
_Z_lgu(bld/u]/?ngaﬁfhul;yﬂa%.c
_u:/lgd/l;luf‘if/.:ﬁ//“&o;pfu;/u]gyj}”.d
_/}].KJL}/}IJ/Jﬁg.e
AN TR fu'/{/ Usm p2_f
_&{e/’d/u‘z’/..}df..//:gcaw‘”d}gu :ldlf"‘
_ég%d/d}'/“m{./ﬂc:«t)‘“‘d}gu
2010 = U S e 1A 280
22000=  =hse Zi§kee 280
IV FA AN
H1960= U rEE
1S
Labour Rate Variance = Actual Hours Worked (Standard Rate — Actual Rate) =
1960 (10-12) = 1960 x -2 = 3920 £2AA)

:(Labour time variance/ Labour Efficiency variance) (@1t o s 722
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S » (61 L —x F S ﬁ"/ LLUHEFE L jEL Gk Js JE ek

_‘Lgﬁwf,_u U(,.L:'L}J.)',?J)#.Lf'_‘ajg}} i e i s
Labour Efficiency Variance = (Standard hours for actual production — Actual hours worked)
x Standard rate LEV = SR (SH—- AH)

Sinibr Umfavoarab]edlr‘/ vl =B Slar o " 20 ‘f"?lﬂ)i L J”{ J(Ku//
K 4/“,5:(/}: ne i:J;puu"/:u/“ﬂ f - KrFavouarableJ!rim/G/

VTS 22 P

tﬂ;&l/{( Uy b

Je 1S A }mu‘; t.c

:,“/./“(,wu;)ru( U 2.d

e Pl P FEEL b e

u’/%/ég;(KJuuufgL'»J(Kéwiﬁcuw:f.f

& ANJEUE S Ll sy g

:«UTLJL(GL@QJ::’U,:L;{;J#}c:’;/,z_/,ql,g.h
A TS K e saSehd 5o0 2

e nl5 : UASGm s 285
2430000 : 3§ 2o
/18 : C/‘def&??}fd
o040 Y

Labour time variance = Standard Rate (Standard Hours-Actual Hours) = 15 (3000 —2940) =
60 x 15 =900 £1.AF)
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A L U53000 235 S o o £ U5 St S e PG oK 1 U S i
Labour ¥ VA 038 i S sttt ool s p dnd S 6 bt o 1 L L 62940
sl L Labour Cost Variance s U* /s u/y; A e 2oupEl F Efficiency Variance
b U 102 % o (o Material usage variance S e o $5§ 2 b G s S A oo
L S G 4 p S S PSS

K‘,{ & 6‘3 3 7)Labour Idle Time variance .1

b 28 e 2 S GRS = Jywmww/fﬁ%_%f&sJu%/“,@?"lug,
Fd bl /37 st PSRN NS NG ORGP TR PN S M
Sblotsom V/ iz e i wUnfavourable(? urt.é:ﬁu’i4:,-§.énﬁkc;zw L s p & v 5ol
e Frfens

Idle time Variance = Idle Hours x Standard Rate

e uboal AP T s oSl 36

SIIONPLC P

JE oty 2 u”;/“w”'“/&“jg e

12000 = ST
2675 = UASe Al
90 = RNy
25 = UJZ:(K&??

&7 = LKL s peisd

039375 = (en F

2300 = =h P oSl L F
:J

Standard Time =3s§.42= 12000 &%

C/‘J..:«].fd/.l,v= 6.75¢-12,
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L 3T =900 px 25 x 7= 15,7508
Total wage Bill 39,375
Actual time 15,750

Actual wage Rate = =2.50

a) Labour Cost variance = Standard Labour Cost — Actual Labour Cost =
= (Standard time x Standard Rate) — (Actual time x Actual Rate)
= (12,000 x 6.75)-(15750 x 2.50)=81,000-39,375=41,625/<+.(F)
b) Labour Rate Variance = Actual time (Standard Labour Rate — Actual Labour Rate)
=15750(6.75-2.50) = 15,750 x 4.25 = &, 66.937.50 (F)
¢) Labour Effiency Variance = Standard Labour Rate (Standard Hours — Actual Hours)
=6.75(12,000—15,750) =Rs. 6.75 x -3,750 &
=25312.5(A) &
d) Labour Idle Time Variance = Idle time x Standard Rate
=300 hours x 6.75 &1
=2,025 <2/ (A)
:(Verification) CZ v
Direct Labour Cost Variance = Labour Rate Varification + Labour Efficiency Variance
41,625 =+66937.5+25312.5
41,625 (F) = 41,625 (F)
(Labour Mix Variance)cf:"’/,;u'{ /-r.' 2
J(J“/f" J}'/,,ﬁ I é:i/u/{Gang Composition Variance J}‘/“; ﬁ/ﬁ/ﬂ}’/&/,‘; JJ'//J
LJ;“J(KJ(¢9VM4%C};&;J1J:"/";J(;.’.‘_‘L,-ﬂ?ugKJ}'/";U/%‘J![J/}!%J&VLJ&/J
-ggnﬁwd/?d/u;uﬂri/@??Lu;/»/m‘L&lgd)djl;,u'/u»»/L(ﬁdc{ugz’gué
UY,CL"L"JQQJI,3{/55(/‘;4%)’!-‘43{?&&:}(&);/»/ széfﬁdw{d/fuﬁvff"w d/uy»/
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Shlottionas? Suidnfu S 4 EUt pebde o8l st 580 r-e fed
_‘L&lgd/éu

Labour Mix Variance = Standard Cost of Standard Mix — Standard Cost of Actual Mix OR
LMV = (Revised Standard hours — Actual Hours Worked) Standard Rate

Revised Standard hours = Actual Total hours worked x Standard Ratio of Workers OR
_ Standard hours of the grade

x Total Actual hours worked
Total Standard Hours

Actual hours worked = Actual hours — Idle time
_Kn&"wtug/,f_uﬂ?n[}uru%/“;?unﬂ;u}{d/gmﬁigé'fiﬂ{ﬁﬁ
_Z‘j’;(..";w{“u(gj"'/“uj{;.&;u d/c«l.ﬁj"ﬂ};}.?/) :4015"

& ke
2831205 153 2200 38 1107n 216060 BLS
2 3e 14T 2160 A3 si6 T s 2240 CLS
360 400

Labour Mix Variance = (Revised Standard hours-Actual hours paid) x Standard Rate

. Standard hours of the grade
Revised Standard hour = x Total Actual hours worked
Total Standard hours

, 160 e
Revised Standard Hours for Grade B = 200~ 360 = 144 "&/
240 N
=2 360 = 216 &
400

Labour Mix Variance = (RSH - AHP) SR
Grade B =(144-200)x10=-56x10 =560 (A)
C=(Q16-160)x6=56x6 =336 (F)

224(A)
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:(Labour Revised Efficiency Variance) t,é‘. X d:lp?"l&t" }] J s -3

e s §3 olen E L L A mE S L Lts o o
(Kmﬁ"/o/miiu}‘f&?’,écamx“);ﬁ,&,Jl,_9&4@55&4}&;%1/,4‘&4,,_9%{
e Qb albotsona? Sl Gpue s L m Sind LUsEE £S5 S

LREV = (Standard hours for Actual output — Revised Standard hours Standard Rate)

Stadard hours of the grade .
RSH = x Total Actual hours paid OR
Total Standard hours

= Total Actual hours paid x Standard Ratio
(LYV) Labour Yield Variance -4
;1,1%&7’7%7,4‘_ 3 I Kt L,;,;%ﬁqu ;//‘-c‘_d’&v L2
e Uion B LT/ Ut S e
Labour Yield Variance = (Actual Yield — Standard Yield) Standard Labour Cost per unit of

output

Standard output

Standard Yield = x AHW
Total AH

LW nLf o S0 U8 L G 8 g e GG U 25

Standard Cost

Standard Labour Cost per unit = -
Standard output (unit)

£nFirin S w Nt Il Nl ag Mg Sk 1
-é._,“ju”l/“,jyljc;uJ/Pm,ww,?u S5JE
e 180082
UG =30 2838 0
M3l i Ssker= 900 LK

/l;l@:&oﬂ?= 675K 61
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Labour Yield Variance = (Actual Yield — Standard Yield) x Standard output Cost per unit

Standard cost

Standard output cost per unit = :
Standard output (unit)

_ 1800 hours x Rs 30 _ 54,000
- 900 units ~ 900

= Rs. 60

= LYV=(Actual Yield—Standard Yield) x Standard output per unit
= (675 units — 900 units) x 60 2

= 225 units x 60 = 13,500 (A)

-‘Lb‘lgﬂd’;ufuiﬁf‘30"g,:_u}d/ﬂ/'.:«LPJ);»LWJ?V :6Jl5'v‘

Standard A~ Actual
(,( &= 21193 fé Usim p | RIS 20 (3
G40 /J‘J Ja )lﬂd/ Jas9s . .
Y YL )U}’J %,J(/;‘J
Skilled &~ A 150 120 140 140
Semi-Skilled 4 5~ 90 80 60 100
Un Skilled 4+ % & 120 60 160 40
_LL,AW%/’JJ},?/;477_+V@%Mufuﬂ32(g
J:f/“:u/:“/:‘ﬂl/g.’.c J}’/..Jd’/.;/;.’.‘.b u”;/,,}w{/;f.a
a. Labour Cost Variance = Standard Labour Cost — Actual Labout Cost
Standard Labour Cost 2
Skilled 150x 120x 30 5,40,000
Semi-Skilled 90x 80 x 30 2,16,000
Unskilled 120x 60 x 30 2,16,000
Actual Labour Cost: 9,72,000
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Skilled 140x 140x 32 6,27,200

Semi-Skilled 60x 100 x 32 1,92,000
Unskilled 160 x40 x32 2,04,800
10,24,000

a) Total Labour Cost Variance = Standard Cost— Actual Labour Cost

=9,72,000-10,24,000 = 52,000 = (A)

b) Labout Rate Variance = Actual time (Standard Rate —Actual Rate)
Skilled = 32 x 140 = 4,480 (120 — 140) = 4,480 x — 20 = 89,600 (A)
Semiskilled = 1,920 (80— 100) = 1,920 x —20 = -38400 (A)
Unskilled = 5,120 (60 - 40) = 5,120 x 20 = 1,02,400 (F)

25600 (F)

(Learning Outcomes) Z‘/ CQUJ/! 23.7

uuui‘fd/m%ziau/ﬁ/»}d:’_wz.ﬁ;uu/wﬁwfuﬁ,gﬁdm;&zi&{u"{f
G St EL s s = G s it p e g S s YOV
Jf“d}%uwfLuéjJ"J:_u,//‘JC?:E{_/’d/gz»zi/m%zgﬁam/vwfﬁ_/uﬁ K2 L
e s et i P E P 40 A3 LICMAs #1552 £ e S menVd £
b e s e
S AT LB Sy GPteatis
-ug,,g,;(uéétébd/ = e o380 Fbs KU o sl S ol S
I AL 3G 2 UE it 2 W JE ek
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(Keywords) WIS ):;K 23.8

5 J/ uy/;é.»fu/: kg7 M’A}f? 2/ :fﬂw e l$ il (Labour Varince)u"';/“; -1
_u“?:i L/";’/..ﬁ /f.'
33 /uuu:f iunJ @4/,b.>/¢/u:d/gd/ “&gf/ LNy = :(Direct Labour) s »er,_2

Y24

Jvl)l,u.'?; !uw;d’f s by, d/t;J “&Jr LIy = :(Indirect Labour).ss » b-15,_3

_ujé"i//u]

(Model Examination Questions) < i3~ L}G’u',—’d; 23.9

_é4funédu
< Lokl S A A LevIEe S =Em »-1
Lus EL AL Yo p2 ML KOs 2

< LK S SRV = 21T 223

bk S PSS S K s -t
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aU!er:;,glﬁ/g

.\"\‘

oy S e A did e
AN Py R

P bid 3
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Standard Ji=+ Actual3Y

. d/ = 2118 fé Usiss p | = ZI s 20090 (3
G40 /)d/ Jn ,w’d’ Jas9s R .
%’JC/J‘J:J"{ )U}’J %,J(/;‘J

Skilleds» A~ 45 50 48 55

Semi-Skilleds= 50 40 45 40

A P |
e /“,u/%&“u A JEsen AGi UE ek G
re i
LCV =190 &3 (A) LRV 240 (A) LEV : 50 (F) :
e e U e S nd S s 6

U s A UE ek G

UE ik Ay ub“;u”?}ﬂ | AGii
St G b e el oz
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J’ﬁ/“w/’f“/“%; A UE s A JEpset G
Standard Ji=+ Actual
Outputsisl 4, 100061 1200 JLel
Rate of Payment{, (1 <6010 8000 | 1AL 2
Time Taken :}5@ 50 - &’J
#04

LCH :800 (A) LRV :3200 (A) LEV 2400 (F) 1

C. Labour Efficiency Variance = Standard Rate (Standard Time — Actual Time)

Skilled = 120 (4050 —480) = 120 x 20 = 2400 (F)

Semi Skilled = 80 (2700 — 1920) = 80 = 62,400 (F)

Unskilled = 60 (30 x 120) —(32x 160) = 60 (360-5120)=60 (-1520)=91200 (A) 26,400 (A)

Verification:

Labour Cost Variance = Labour Rate Variance + Labour Efficency Variance

52,000 (A) = 25,600 (A) + 26,400 (A)

52,000 = 52,000
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Cier Qo246

(Overhead Variances)
A2 L
Introduction /:z'? 24.0
Objectives #6241
3 Pt 35 L3 iner dul 242
Meaning, Nature and Definition of overhead variance

Objectives of overhead variance prdr2 LJJW&U@ 243
Uses of overhead variances QUW!Z:J@UJJJW&U@ 24 .4
bl 4 L (U k3G St dil 245

Advantages and Disadvantages of overhead variances
Causes of overhead variances gyz,LJ@utJJ/wJug 24.6
Classification of overhead variances Lo d/d“@!td/_}/w JUL 24.7
Learning Outcomes éf«d@q 24.8
Keywords sWI8 45 24.9
Model Examination Questions = Ul &L?” ¥ 24.10

(Introduction) ):;7‘7 24.0

u:éﬁu’lﬂyt-ujd/flac«bl’”u:z_ﬁ£J@WJA}]/}IJL"GJﬁUfﬁﬁL:j!;lfwzf

:/@w,t%@ratgvfﬂgy-ﬁq/f&:ak’r_d'“ Z(Overhead Variance)gﬁ!tJJ/Wéﬂg
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S U o £ Eu-ledie Feet e rmeipb Lol Aeesf £
.J/wéugfdm{c}u’f'/gwt%47_+t/u?K&;}dé/@c}&ﬁzwimﬂ@&n
L e QU o Pl s s Lo e S A K p L

d/l;!,g:é“i(f( }?wdzw¢“ud"’t1)b5/wéug_df..5/ SS Slslae S e As KT A S
CT-0 s e Jg Sos v oK Y Sslag o “ém gs# bty s £ 4
=S E 1 L e bl Tz Sl WK u}_‘LL}C P L J”” rdmL GIEL
2l Ay iz AL E L i S Fi e ST GI-e bbb f D Fd £
e ez AL D s US U SgtE skt B F g bl
K e Gt - e S0 sl

(Objectives) 4¢ 24.1

:fiuflgn;ﬂﬁ'u’l?fwd:dlbﬁ(jﬂjl
TS et i L duy
Sl L6 S

B I me s LGS duy
S e £ 36 S,
F S 26 o

3 P aled 5 C 3B ile duL 24.2

(Meaning, Nature and Definition of overhead variance)

5 Tbe 3L 2 s st Dozt ot IS Ser bt e I S 2 E

S-e (e QU JF 2 s i P Pt A Lt e b s

oy Jgn,uﬁt_ugL/Jf"Ja@dn,;&Ju,o’ﬁ-wLn'z 6TV S E s iler
e P

Cost of production = Direct Material + Direct Labour + overheads
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By PR K:fudzi;!&:,ugujjéué(lndirect Expenses) /< ,&«!;’@/JJW&U@
sty %J“&U/ Fer alﬂ}'l(&d“t_,lb/t{.bwéug-uf JC' Jf"JgﬂLJJwUt
S — L“iu’(/,:/)b = et JI-All Costs not directly related to manufacturing Product
IR PR RL ) I NS I -G NNS (1TY IS YDt Ty | S (ST R e Vg
LS e Qs S Al ol P10 2 e (il

U /4 ya J“(Cw et Lt TJ (f/ Operating Expenses|Overhead Expenditure J/W&U@
SNEFE i nlnfpedid L& Sl Mk o -t L Koa S6L L 500 d
g&{fuz AR TY | SCNG DO NG, S TCN Y SYRY ALY S s Ju:‘.{’,-w"gn Al ezl Sl
=l Siler il Wi e Frd s P b2 skl e ALy
e L O g ol e Skt & o &0 ke umnl b3 S (nputs)

UEFED) bV L KL gL L et 28 g e Ut S B S
v it J/’éw»'ﬁt?u-c‘-&c b g0 ikt G S so s U ikl 5( U
oot et Sder Qi 2 S e Bredlb S 1 v S sty S Sl 2 (P 7
Q/;Lﬁg_w&nq/gl?lﬁ%u?@?n&ié/uﬁ@ﬁﬁ@/dl_wz:_/é'_nd:,«fivz:&igé/
pay qq:frtfd/mc,%éwJ;@uiu,ugugz.f‘/i%c;,d/g;%tfy/mJ/wéug/é"f‘awfg
Z_lggi*rz‘jbf Z:(Expenditure Variance);}f&iuﬁ J&/J é/ﬂl_+ Cl gju’l}j uflﬁ&l ur
AP o T et 2 L0 B kel Sk QU Sk 5 U2 U F D (U6t
bt GAE L S Shamin Ut LA S8 S 6 N bnpp SAL S8
e QIS A L f St Sdnl SES AR H

Lok J.‘.;/ Z(Standard overhead Rate) ~ J J/Wéﬂgdz.l:v/ u“j V( Q(g S 4 /)’(lo
Ldw Ut S dnfs S U oo S8 5 e et o LU
T A2 SUE el iu-e dnBnd i A S Bl e bt e
%);qu’ﬁijgu/,m(u“i LJ’LJ»J:%JLWU}’M:}:Muﬁf&gﬁ’“’éc/‘wyx
S Fedusas P 5ol S AT et Ui
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“Overhead variances refer to the differences between the actual overhead costs

incurred and the budgeted or expected overhead costs for a given period”.
" e G n L Sk SUE #3151 e SULED 0 St Ut a2 i Ji
-+5C b S L
“Costs that are necessary for the business to continue operation, but that do not actually

generate profits for the business’.
"-Lﬂu:‘/:jl,gLU/g LﬂdeQUﬁdﬂ/}é Lé/d/lgi/uy:j/u'/llug}?m"
«Manufacturing overhead Costs <Overhead expenses <Overhead Costs S e éUL

<t Lf(f/ Factory overhead

(Objectives of overhead variance) yrgrs LJ/W (} UE 243

S nare L iler QL
st ot A iy £ L Fsn LS F Gt dui(l
TS D A1 D E 2 Ut Vs 2 U 25 L 55§ ke S12
&écﬁg(}/g}"bﬁéﬁu,?Z./UvJ:«ﬁ‘fmmf;ffd/éikj/g/fcct)”d/w&%/)}fﬁ
a7 I Sl s 56
L,C/M,g/;zi@;@J;lg,gﬁzgJé‘“u{JMl;¢ﬁu‘fg}j)‘3{4/5£,f."£u%4}(4
e Fedus S
LI5S Z G L ke SUE s ke S E st JNE (5
LSS L 3Pt ik (6
s £ e e Su(7

(Uses of overhead variances) QUW'L&‘@WJJ/W&UE 24.4

(S5 o s e il dil

360



:(Budgeting) $/6<J12-1
Ut n G G S S 2 b1 gn Z G 2 B8 oo i
QLo s s it e n M E 37 25 L Ut-e Gl g Gsn SIALHE w5l
d/!;ml,gtmgjag}"c«@ugzuj&@K@llﬁJa@ﬁ&&»ldj(Overhead Variances)JLk 47 A<
_‘LJ@@K_ uuﬁgzv{u&{ /,;‘Lcﬁt?ggzs4u;u:¢"u-n@/tg
:(Product Pricing) (§ ¥=d Jr!,fl 2
W& oo S i 3 ud L p i e £ g L e e G
:ﬁjl/d/ljl.,/;ltat‘lgnue/)lﬂ Kbl 71 (&@}J"L&C/u:;utjmG:LW:,Q&%{,@L.,;}M/J
JJuuﬁ&w_c‘_@n(’:u&/;u‘fuﬁ&;) uwfvridl#“ufuﬁd/'!'/;g-c‘-fﬁlglyuéﬂ/"/.uﬁ
_c‘;gn:/,lf',c!’/l{..gfd/(COS‘[ Variance)(}“@ﬂ:
:(Inventory Valuation) - J JLi3
7 U(Absorption Costing) §6 =1 g1 % Ut &bl Jei1 F Ut 85 S 36t Siter du
Sk Sl g (o Es G & B o B3 1 B AL S S e e bl S 2T
D SNBSS e b F L F L
‘(Initiative for Continuous Improvement) :«Llﬁlé.éo’ A ufé @IL’J JJWJ u-4
Mi@hlﬁléé&’.ﬂdﬁf@f&ﬁ(f‘atnd “w,;,f,“ibs/w&ug&""”g.:}wg»
AL GRE S L [F W ad iSO s ool U L upumm U Ut
-‘LcﬁlggJUlu:)’Wld/bl&JJ{
:(Bench Marking) s5& J7_5
L ULl S s L ot Sl S SG gpn Ll el 2t L ea
Ui g ier e e (e E Ut kel s AL AL U e P e e
-dﬁng!)d@i}f
:(Product Pricing) Ched J;yELG
_‘gicl?wf)/a/“té.ﬂmm.:/u/',ﬁuﬁu}lﬂédﬂ(&»fuﬁuf‘iﬁfug&guﬁ_ﬁ/w@ug
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J,l‘g&/,bw{gtgu]’t (&oxfufu,:‘LJnJ‘Le;gL)’Ju?ﬂé;é;wiuﬁ‘gfmf_ﬁ/w@ug
e AR E B S,
:(Control on Expenses) £6 £l 717
AL L L L6 g bt P Y iz 2S5 § el J66L Sler Qo
Lt P LS s LS § AL D Sl sge s sedidn e Us 2l Ut & 1 2
e CEG LB bl P15
:(Evaluation of performance) - 5% €5 ;-8
il SIS AL b Un 26 K S U il K o S oy a2 i o0
AN S (1 SER A A
L“ngl;»"vﬂu‘fut40):’@,,;“@,;‘/9d;u)fu,u;f:ugﬁ»ﬁﬁi&fwm/u%/“u‘gm,u
LTt e St P e e 548 Sl o S sl

et il 46 (U ka3 Siter dut 24.5

(Advantages and Disadvantages of overhead variances)
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Fixed Overhead Variance
= Standard Fixed Overhead-Actual Fixed Overhead = (Std. hours for Actual output) x (Std.
Fixed hour rate) — Actual fixed Overhead
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Fixed Overhead Volume Variance
= Standard Rate of recovery of Fixed Overheads x (Standard hours — Budgeted for Actual
output)
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g

Budgeted fixed Overheads

Standard rate of recovery of fixed overhead =
Budgeted hours

o ardul
i) Fixed Overhead efficiency Variance
ii) Fixed Overhead Calendar Variance
iii) Fixed Overhead Capacity Variance
:(Fixed Overhead efficiency Variance)d" g d;lp’f‘ldzb”é U Q(:G'(i
L LUF S22 5 Mmm U L LU 65 P 1w s Sk B £
4@*/&/@0@1»@1;Laﬂwgu,zjw-w

366



= Standard Fixed rate of recovery of overheads x (Standard Hours - Actual Hours for Actual

output
:(Fixed Overhead Calendar Variance)* 9,44/ %s9 1B (i
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Fixed Overhead Calendar Variance
= Standard rate of Recovery of fixed Overheads (Per hour) x (Revised Budgeted hours —
Budgeted (hours)
OR

= (Actual No of Working days — Stadard No of Working days) x Standard rate of

recovery of fixed Overheads (Per day)
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Fixed Overhead Capacity Variance

= Standard rate of recovery of fixed overheads x (Actual hours — Revised Budgeted Hours)
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Revised Budgeted Hours = Standard Hours Per Day x Actual No of days
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Fixed Overhead Volume Variance

= Fixed Overheads efficiency Variance + Fixed Overhead Capacity Variance + Fixed

Overhead Calendar Variance.
LUt b et
Capacity Variance = Standard Rate of recovery of fixed overheads x (Actual hours — Bugeted

Hours)
28
Fixed Overhead Volume Variance = Efficiency Variance + Capacity Variance
(Fixed Over Expenditure Variance)d; Py s
Budget (F1- e 3 Fle § 0n i £ Do S0 E6 ot sl bl 14k b 8 U
_‘aCfClp J:,u. J@UJJg/;Jfl_wg&Spending Variancel Variance
Fixed Overhead Expenditure Variance = Budgeted fixed O H — Actual Fixed O H
:élg
Fixed O H Variance = Fixed OH Expenditure Variance + Fixed OH Volume Variance
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1) Fixed Overhead Variance, 2) Expenditure Variance
3) Fixed Overhead Volume Variance 4) Fixed overhead efficiency Variance
4 Sty
20,800 20,000 Products in units s 4" 1 /13l g~ 1
40,800 40,000 (&1)Fixed Overheads—io Sl 2
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40200 40,000 Man Hoursg&wﬁrgﬁ

S

Budgeted Fixed 0.D

Standard Rate of Recover of fixed overhead =

Budgeted Hours
40,000
= =Y L
40,000 *
Budgeted Hours
Standard hours for actual output = x Actual outout

Budgeted output
40,000
20,000

= 41,6004/

x 20,800

i) Fixed Overhead Variance = (Std. hours for output x Std. fixed OH Rate) — Actual Fixed O D
= (41,600 hours x 1) — 40,800
=41,600 - 40,800
=800 (F)
ii) Expenditure Variance = Budgeted fixed overhead — Actual fixed O D
= 40,000 — 40,800 = 800 (A)
iii) Fixed Overhead Volume Variance =
Standard Recovery Rate of fixed O H x (Std. hours for output — Budgeted hours)
= 1( 41,600 —40,000)
= 1600 (F)
iv) Fixed Overhead efficiency variance =
Std. Recovery rate of fixed O.H x (Std. hours for actual output — Actual hours)
=1 (41,600 —40,200)
=1x 1400
= 1400 (F)

v) Fixed Iverhead capacity Variance
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= Std. rate of recovery fixed O H (Actual hour — Budgeted hours)
= 1 (40,200) - 40,000)
=1x200
=200 (F)
(Verification) éla
Fixed O.H. Volume Variance = Efficiency Varience + Capacity Variance
1600 (F) = 1400 (F) + 200 (F)
1600 = 1600 (F)
:(Variable Overhead Cost Variance) J; & =] UJ/W&U@ Y-
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Variable Overhead Cost Variance

= Standard Variable Overhead for actual output-Actual Variable Overhead

Standard Variable Overhead = Standard Hours allowed for Actual x output standard variable

overhead Rate

Standard variable overheads

Standard variable overhead Rate =
Standard output
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JL61800 : Standard Output/sl Sl
ULE11000 : Actual Output/fsl a8

&-4/3600: Standard Variable Overheads_}/w&ﬂg /3‘:‘ Sl

&-2/4000 :Actual Variable Overheads_}/w&ﬂg 2~ &

Variable Overhead Variance

= Standard Variable Overhead for Actual output — Actual Overhead

Standard Variable Overhead

= Standard Hours allowed for actual output x standard variable overhead rate

. Standard variable overheads 3600
Standard variable overhead rate = = =4.50_s,
Standard output 800 *

Variable Overhead variance = (1000 units x 4.5) — 4000 = 4500 — 4000 = 500 (F)

_’é u;/ Variable Overhead Variancee—s4 d/ /F‘“»IMJL 3003

ﬂ/ 6000 Budgeted Production during the month of March/i;bg:&/’lrub» Zob-1

&-+/31200 Budgeted Variable OverheadsJ/WélJ@ /:.’:‘ &jl/-2
20 Std. time for one kg of Outputﬁ:’}d/.lg/‘#//b’%!g Li-3

(lf !K 500 Actual Production in the Marchziﬂlg,ﬁ Gl L@/Lal._4
<-4/28000 Actual Overheadsdzw&ﬂyﬁ -5

9000 Actual Hours#% & _6
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Variable Overheads Variance

= Standard Variable Overhead for Actual output — Actual Variable overhead

Standard Variable overhead

Standard Variable overhead Rate =
Standard output

_Rs 31200

= =Rs. 5.20

p

60002

60002

600001/

Variable Overhead Variance = (9000 x 5.20) — 28000
=46,800—28.000

= 18,800 (F)
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Budgeted jl»
120,000

UK6110,000

:(Fixed Overheads Variances) J: & J/WJUQ(:GG
:(Expenditure Variances) u{ W elol 71 G
:(Volume Variances)u%. v d‘; (iii

:(Capacity Variances)u%. o 5 (v

(Efficiency Varience)(,{ & Sl (v

-5

‘3’? Actual Fixed Overheads
&-2,20,400 Fixed OverheadsJJW&U%G'_l
UL6110,400 Production in Units s 6118 452

&% Standard time for 1 unitc:’}d/gvéj.iélﬂbgﬁ
g20,1 00 Actual Hours Workedég&f} Z:(g_4
F.0.D =300 (F)EV =400 (A) VE = 100 (F) 1%

CV =800 (F)EV =700 (A)
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Trading Profit and Loss Account

Particulars Amount Particulars Amount
To Opening Stock 50,000 | By Sale 20,00,000
To Purchases 2,00,000 | By Closing Stock 20,000
To Wages 70,000
To Carriage inward 50,000
To Fuel and Gas 50,000
To Gross Profit 16,00,000
To Salaries
To Office Rent 2020000 By Gross Profit 2020000
To Advertising 4,00,000 16,00,000
To Depreciation 1,00,000
To General Expenses 50,000
To Net Profit 1,00,000
2,50,000
7,00,000
16,00,000 16,00,000
Balance Sheet
Particulars Amount Particulars Amount
Preference Capital 1,00,000 | Cash in hand 1,00,000
Equity Share Capital 2,00,000 | Cash at Bank 50,000
Reserve and Surplus 1,00,000 | Debtors 3,00,000
Profit and Loss 2,00,000 | Stock 2,00,000
Debentures 2,00,000 | Bills 50,000
Bank Loans 2,00,000 | Preference Expenses 1,00,000
Creditors 1,00,000 | Furniture 2,00,000
Bills 1,00,000 | Machinery 2,00,000
Bank Overdraft 1,00,000 | Good Will 1,00,000
13,00,000 13,00,000
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Absolute Cash Ratio (3

Quick Ratio (2

Solvency Ratio(6 Proprietory Ratio (5

S A

Current Ratio (1

Debt Equity Ratio (4

_g_,/ubf’ /ﬁ;(:csL}A JQJ&ZLJ ufJ;)'-l 1
Liabilities 2022 2023 Assets

Share Capital 2,00,000 4,00,000 | Cash in hand 1,00,000 1,60,000
Equal Preference Share 2,00,000 3,00,000 | Cash at Bank 80,000 1,70,000
Debentures 2,00,000 1,00,000 | Stock 50,000 90,000
Profit and loss A/c 1,00,000 2,20,000 | Debentures 1,00,000 1,50,000
General Reserve 90,000 1,60,000 | Machinery 2,00,000 4,00,000
Creditors 50,000 1,00,000 | Building 3,00,000 | 3,00,000
Bank Overdraft 1,00,000 75,000 | Furniture 1,00,000 80,000
Preliminary Expenses 10,000 5000

940,000 13,55,000 940,000 | 13,55,000

850004 L5 S i $avr pess5000 P E P L 1200000 sl e

_.l.:@-(&} /
£920,0008 5 S i$ar po_2s50,000407 5 2 S 91,00,000Jb (2
_.l:-@-(&} AU

LL i 2330100000003
L 11559350,0000 Usibs PF S lns(4
-éjguuyﬂémﬁﬁuiﬁmfgﬂ‘12

-gu&icltw/}’é—/ﬁgLJ'_‘L.)I/&"/C%/’)bg-13
s einlem$ i Sy JEUN - 14

379




