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Absorption Costing and Variable Costing 

 

 

 

 
 
 
f~wgKv  
Introduction  
��� ���������� �������� ��� ���� �  (value of inventories) ��
 ���!� ���� �	 (cost of goods 

sold) ��" ����#� ��$% ���� �	 &'(��� �
��� ��� 
)। �+�� 
�, ������ �	 �
��� (absorption 

costing) �-�� ��
 �.��)� 
�, ����� ����� �	 �
��� (variable costing) �-��। ��"��#�/ �' &� �	 
�
��� �-�� ��
�� ��� 01� ���� �	 ��" ���# ��� 
	, �1� ��' ���� ������ �) (product costs) 
���� 
	 ��। 3+ ��� &' �	 �
��� �-���� ��#4� ���� ������ �) ��' 
) ��। 0��5�� ���������� 
�������� ��6 ���7��� 8��5� (net operating income)-�� ��:; ��+ ��% <�1� <�	। �' &� �) �
��� 
�-�� ��� 3���� ������ 
��; ��' ������ &'� �-�� ��
�� ��� ���� �	 ��" ���# ��� +���। ��� 
��' ������ &'� �-�� ��
�� ����; �-�� &'� ��
���� ��=> �(?। �' 3:��	 @��� ������ �	 
�
��� ��
 ����� ����� �	 �
��� �A�� � ��B���� @���7�� ���।  

 

 

BDwbU mgvwßi mgq   BDwbU mgvwßi m‡e©v”P mgq 1 mßvn 

 

  

g~L¨ kã �� �	, ����� �	, ������ �	 �
���, ����� ����� �	 �
���, @) ����#�।  

G BDwb‡Ui cvVmg~n 
cvV-7.1 :  �� �	 ��
 ����� �	-�� "��#� 
cvV-7.2 :  ������ �	 �
��� ��
 ����� ����� �	 �
���-�� "��#�  
cvV-7.3 :  ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��#4� @	 
cvV-7.4 :  ������ �	 �
��� ��
 ����� ����� �	 �
���-�� ��+ ��% C��"� ; 3C��"���
 
cvV-7.5 :  ������ �	 �
��� ��
 ����� ����� �	 �
��� �
!�D E��#��� ��F�� ���"��  
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 �� �	 ��
 ����� �	�� �	 ��
 ����� �	�� �	 ��
 ����� �	�� �	 ��
 ����� �	----�� "��#��� "��#��� "��#��� "��#� 
Concept of product costs and period costs 
 

 
D‡Ïk¨ 

 

G cvV †k‡l Avcwb-  
• �� �)-�� 3+ � G���� ������। 
• ����� �)-�� 3+ � G���� ������। 
• �� �	 ��
 ����� �)-�� ��: ��+ ��% ���� ������। 
• �� �	 ��# �) �-�� G���� ������। 
• ������ �����) ��
 '
�� <H#���(�E �A�� � G���� ������। 

 
��������    �)�)�)�)----�� 3+ ��� 3+ ��� 3+ ��� 3+ � 
Meaning of product cost 

������ ��I������ ���(? ��J�	 ��-�D �
# ���� 
	। �����)� ��-�D �
�#� K��+ � �	�� ���(? L�M���# 
<+�� <H#���(�E ��� ��	�G� 
	। ��� ��: 3N�� 
��� �� �	 (product cost) ��
 ����� �	 (period 

cost)। ������ �	 �
��� (absorption costing) ��
 ����� ����� �	 হিসাব (variable costing) ��J	� 
�Q�(��� 3R"��� ���� 
�� �+��/ �� �	 ��
 ����� �	 �A�� � �Q� "��#� +���� 
��। 

��� �� ������ 3+�� <��� ������ ���+ ������ �� ��%$(��� G�S� ��� ���� �	�� �� �) ���। 
@�+ �� �
�����T���� L�M���# <+�� �� �	 ���� <� ��� �	�� <��U�	, <0V��� ��� �� ������ 3+�� 
��� �� !�)� ���+ ������ G�W�। �������� <$�X �� �)�� �1��� �1��� @��� ������ �	 
(production cost)-; ��� 
	। ���
�#KY� ��� 0�	, <0 ��� �	 �� �������� ���+ G�S� �� <0 ��� 
��	� ��Z�	 �� �	 EQ� 
	 <�V��� ��[Y�/ 

��%$ ��\7������ �) (direct material cost)  

��%$ H� �	 (direct labour cost) ��
  

������ �����) (production overhead), 0� �������� ���+ ������ G�S�, <0��/ ��&%� �	। 

@���, �� ��!�	� ��=�> 01� 3N <��A���� ��] <+�� ��'���� 
��� �� !	 ��� 
	, <��$�X �� �	 
���� ^U�	 ���� 7���� �  (invoice price of product) ��
 '
�� ���+ G�W� 3N�N 1�7, <0��/ 
@D/����
� 1�7, '�%���। 

<0�
_ �� ������ ��
 �� !�	� ���+ �
�`M ��%$ �) 
�, �� �	, ��' <0 ��� �� 3���!� +���, 
3+ ��� ��� ���, <� ��� ���� ���+ �� �) ������ G�W�। 3+ ��� ���� 3�Ba +����' �� ��	� 3�Ba 
+����। <0��/ �� 0�� ���! 
�	 0�	, �1� �� �)�� 1�7 (expense) �
���� <�1���� 
	, 0��� ���!� ���� 
�	 (costs of goods sold) ��� 
	 ��
 '
��� @) ����#� (income statement)-<� �b ��� ��!) @) 
(sales revenue) <+�� ���	�E ��� <��6 8��5� (gross profit) ��# �	 ��� 
	। ��c ��� 0�� 3���!� +���, 
0��� @��� ��� �� ��� +���, �1� '
��� ��� �� �) (inventoriable costs) �
���� @d��	� ��� 
) 
��
 �' ��� ���� @��� @�+ �� �
�����T���� <$�X �.� ���X (balance sheet) ������ ��� �� (closing 

inventory) �
���� ��� �� ��� +���। 

cvV-7.eeee 
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��������������������    �	�	�	�	----��������    3+ �3+ �3+ �3+ �    
Meaning of period cost 
<0 ��� �	 �� ��)� 3Df�b, <�V��� ���� 3N�N ��� 1�7�� ����� �	 ���। 3+ ��� �� ������ �� �� 
!�	� ���+ ������ �
�`M �	, ��c ��� ���� �M ���	� ��:, ��"��#�/ ��� �
��� ������ ��: �g# �Y�� <0 
�) ��/���J� 
), <� ��B �)�� ����� �) ��� 
	। ����� �	�� ���7��� �) (operating expense)-; 
��� 
)। ���[�b &� �	 ����� �) �
���� ���E�#� 
	। 0+�/ 

(e) ��!	 1�7 (selling expenses), <0��/ 
��!	, ���#� ; ����# 1�7 (sales, marketing and distribution cost) 

��!) ����� (sales commissions) 

(h) ��"��# ��
 ������� 1�7 (general and administrative expenses), <0��/ 
�"�� �� <
i 3�5� (�S� (headquarter’s rent)  
��I���� ���7����� <��� (CEO’s salaries) 
�"�� �� <
i 3�5��� ���(? I�	� �A��� 3�7	 (depreciation on fixed assets of the head office) 
<��A��� �j�� k
�� l�#� ��� ��m C� (interests on loans), '�%���। 

����� �	 ���	� ���+ �A�� ��, ��c ���� ���+ �A�� �� ��। <0��/ ��I���� ���7����� <��� ��( �� ��� 
����� ���, 3+ ��� ��� ��� 3D� 3D� ���� <��� <�	� 
	। �� �������� ���+ ��� <��� ��( �� ��� ��। 
@��� �"�� �� <
i 3�5��� (�S�; �� ������ �� ��!�	� ��� ��( �� ��� ��, ��
 ��� ���� ��� ���� �M 
�����# (�S� ���� ���� 
	। C���
 ����� �	 �� �������� ���+ �
�`M �	 ��
 ���)� ���+ �
�`M। 
3��� ����� �	��
 <0 �
��� �]��� ��: �
n�� 
�	 +���, <� �
��� �]��� ��:' �V����� ��Z	 ��� 
	 
�� 1�7 �
���� @	 ����#� (income statement)-<� ��� �� ��� 
	।  

��������    �	�	�	�	    ��
��
��
��
    ��������������������    �)�)�)�)----��������    ��:��:��:��:    ��+ ��%��+ ��%��+ ��%��+ ��%  
Differences between product cost and period cost 

�� �	 ��
 ����� ��	� ��: ����) ��+ ��% ��o���, 0� ��[Y�/ 

 ��+ ���%�    �(�m ��    �	    (product cost) �����    �)    ((((period cost)))) 
(e) �
T� ��� �� ������ 3+�� <��� ������ 

���+ ������ �� ��%$(��� G�S� ��� 
���� �	�� �� �) ���। 

�� ������ �� �� !�	� ���+ ������ 
�
�`M �	, ��c ��� ���� �M ���	� 
��:, ��"��#�/ ��� �
��� ������ 
��: �g# �Y�� <0 �) ��/���J� 
), 
<� ��B �)�� ����� �) ��� 
	। 

(h) ��	� "�� �� �) ���� ������ �
�`M 
(production related) ��� 1�7�� 
<��U�	। 

����� �	 ���� pq��X ������ �
�`M 
�	 (non-production related) ��� 
1�7�� <��U�	। 

(r) 1��7� �(�m �� �	 �����# (volume) �
�`M ��� 
1�7। 

����� �	 ��	 (time) �
�`M ��� 
1�7। 

(s) @�+ �� 
������� 

�� �)�� �������� �.tm��X ��� 
���� �  �
���� <�1���� 
	 ��
 �� 
��!�	� �� ��� �	�� �������� @	 
����#� (income statement)-<� ���!� 
���� �	 (costs of goods sold) �
���� 
<�1���� 
	। 

����� �	�� �������� @	 ����#� 
(income statement)-<� 1�7 �
���� 
<�1���� 
	। 
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 ��+ ���%�    �(�m ��    �	    (product cost) �����    �)    ((((period cost)))) 
(u) ��� ���� 
� �	# 

��� �� � �	�#� <$�X �� �)�� 
3Df�b ��� 
	 �� �� �) .��� ��� 
���� � �	# ��� 
	। 

��� ���� � �	�#� <$�X ����� 
�	�� ����7�� ��� 
	 ��। 

(v) ���
�# ��%$ ��\7������ �), ��%$ H� �	 ��
 
������ �����)। 

��!	, ���#� ; ����# 1�7, ��!) 
�����, �"�� �� <
i 3�5� (�S�, 
��I���� ���7����� <���, �"�� �� 
<
i 3�5��� ���(? I�	� �A��� 
3�7	, <��A��� �j�� k
�� l�#� ��� 
��m C�, '�%���। 

cY¨ e¨q ��# ���# ���# ���# �))))    �-���-���-���-��  

Calculation of product costs 

�� �	 ��# �) �-�� G���� w�� � �� �	 ���� �� ^U�	, �� @��� <G�� <�'। w�� �' @��� G���� <����] <0, 
��� �� ������ 3+�� <��� ������ ���+ ������ �� ��%$(��� G�S� ��� ���� �	�� �� �) ���। 
@�+ �� �
�����T���� L�M���# <+�� �� �	 ���� <� ��� �	�� <��U�	, <0V��� ��� �� ������ 3+�� 
��� �� !�)� ���+ ������ G�W�। �������� <$�X �� �)�� �1��� �1��� @��� ������ �	 

(production cost)-; ��� 
	। ���
�#KY� ��� 0�	, <0 ��� �	 �� �������� ���+ G�S� �� <0 ��� 
��	� ��Z�	 �� �	 EQ� 
	 <�V��� ��[Y�/ 

��%$ ��\7������ �) (direct material cost)  

��%$ H� �	 (direct labour cost) ��
  

������ �����) (production overhead), 0� �������� ���+ ������ G�S�, <0��/ ��&%� �	। 

3���, ��� ��� �� �	 �� ������ �	 ���[�b(��� ��# �	 ��� 
	/   

��%$ ��\7������ �) (direct material cost)  = ××× 

     (+) ��%$ H� �	 (direct labour cost) = ××× 

(+) ������ �����) (production overhead) = ××× 
  ��� ��� �� �	 �� ������ �	 = ××× 

������������������������    ��������������������))))    
Production/manufacturing/factory overhead  

������ �����	 (production/manufacturing/factory overhead) ���� �������� ���+ �
�`M ��%$ 

1�7��
 (direct expenses) ���� 3N�N ��� ����$ 1�7 (indirect expenses)-<� ^U�	। �������� 
���+ �
�`M ��%$ 1�7��
 
�,, ��%$ ��\7������ 1�7, ��%$ H� 1�7, ��%$ 3N�N 1�7। �' 1�7��
 
���� �������� ���+ �
�`M 3N�N ��� 1�7�� ������ �����	 ��� 
	। ���[ ������ ������	� ��	�� 
1�7 ��{1 ��� 
���/ 
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���1���� (�W� 

���1���� ���� 1�7 

���1���	 ��|� ����, ��&%�, }�� ���� 1�7 

���1��� �$#���$# ���� 1�7, <0��/ ���~�� ���]?��, ���( ���
, <�����, '�%��� 1�7 

���1���� 0����� ��
 ����������� 3�7) 

���1���� ��%$ H� ���� �������� ���G ���	��G� 3N�N ��b��� <���-(�����, <0��/ 
C���(�'G���� <���, �����m��$� <��� 

���1���� ������� 1�7  

���1���� <������ 1�7, '�%���। 

�������� ���+ �
�`M ��� �����	�� &' (��E (�E ��� 0�	, 0� ��[Y�/ 

(e) ����� ����� ������ �����	 (variable production/manufacturing/factory overhead) ��
  

(h) I�	� ������ �����	 (fixed production/manufacturing/factory overhead)। 

(e) ����� ���������� ���������� ���������� �����    ������������������������    �����	�����	�����	�����	    (variable production/manufacturing/factory overhead): 
����� ����� ������ �����	 �������� �����# ����� �� 
;	�� ���+ ���+ ������	� �����# @R����� 

��� ������ �� 
	। 3+ ��� ������ 0�� ��� �� ��- ��	, ����� ����� ������ �����	; ��� �� ��- ��)। 
����� ����� ������ ������	� ��)�� 1�7 ��[Y�/ 

 ������ ���G ��|� ��&%�, }�� ; ����� 1�7  

<����� ; �$#���$# 1�7  

������ ���G ��|� 0������ <�� 1�7, '�%���। 

((((hhhh))))        I�	�I�	�I�	�I�	�    ������������������������    �����	�����	�����	�����	    (fixed production/manufacturing/factory overhead):    �������� �����# 
��� �� ��-� 5�� 01� ������ ������	� <��� ���� ����� �� n�6 �� �� ��� �� ��- 
	 ��, <� ��� 
1�7�� I�	� ������ �����	 ���। I�	� ������ ������	� ��)�� 1�7 ��[Y�/ 

���1���� (�W� 

���1���� �� ��
 ���� 1�7 

���1���� ����G���� <���  

���1���	 ��|� ����������� 3�7	  

���1��� 0������ 3�7	, '�%���। 
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 mvims‡ÿc:  

��� �� ������ 3+�� <��� ������ ���+ ������ �� ��%$(��� G�S� ��� ���� �	�� �� �) ���। 
<0��/ �� �������� ���+ ��%$ ��\7������ �) (direct material cost), ��%$ H� �	 (direct labour 

cost) ��
 ������ �����) (production overhead) ������ G�S�। 

�� ������ �� �� !�	� ���+ ������ �
�`M �	, ��c ��� ���� �M ���	� ��:, ��"��#�/ ��� �
��� 
������ ��: �g# �Y�� <0 �) ��/���J� 
), <� ��B �)�� ����� �) ��� 
	। ����� �	�� ���7��� �) 
(operating expense)-; ��� 
)। <0��/ ��!	 1�7 (selling expenses), ��"��# ��
 ������� 1�7 
(general and administrative expenses) ����� �)-�� 3Df�b। 

��� ��� �� �	 �� ������ �	 
�, ��%$ ��\7������ �) (direct material cost), ��%$ H� �	 
(direct labour cost) ��
 ������ �����) (production overhead)-�� ���M। 

������ �����	 (production/manufacturing/factory overhead) ���� �������� ���+ �
�`M ��%$ 
1�7��
 (direct expenses) ���� 3N�N ��� ����$ 1�7 (indirect expenses)-<� ^U�	। ������ 
�����	�� &' (��E (�E ��� 0�	। 0+�/ (e) ����� ����� ������ �����	 (variable 

production/manufacturing/factory overhead) ��
 (h) I�	� ������ �����	 (fixed 

production/manufacturing/factory overhead)। ����� ����� ������ �����	 �������� �����# 
����� �� 
;	�� ���+ ���+ ������	� �����# @R����� 
��� ������ �� 
	। 3+ ��� ������ 0�� ��� �� ��- 
��	, ����� ����� ������ �����	; ��� �� ��- ��)। <0��/ ������ ���G ��|� ��&%�, }�� ; ����� 
1�7। 3N����, �������� �����# ��� �� ��-� 5�� 01� ������ ������	� <��� ���� ����� �� n�6 �� �� 
��� �� ��- 
	 ��, <� ��� 1�7�� I�	� ������ �����	 ���। <0��/ ���1���� (�W�, ���1���� �� ���� 
1�7। 
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 ������ �	 �
��� ��
 ����� ����� �	 �
��������� �	 �
��� ��
 ����� ����� �	 �
��������� �	 �
��� ��
 ����� ����� �	 �
��������� �	 �
��� ��
 ����� ����� �	 �
���----�� "��#��� "��#��� "��#��� "��#� 
Absorption costing and variable costing concept 
 

 
D‡Ïk¨ 

 

G cvV †k‡l Avcwb-  

• ������ �	 �
���-�� 3+ � ���� ������।    
• ����� �����    �	    �
���----��    3+ � ���� ������।    
• ������    �	    �
���    �-����    ��    �)    ��# �) �A�� � G���� ������।    

• ����� ����� �	 �
��� �-���� �� �) ��# �) �A�� � G���� ������।    
• ������ �	 �
��� �-���� ����� �	 ��# �) �A�� � G���� ������।    
• ����� ����� �	 �
��� �-���� ����� �	 ��# �) �A�� � G���� ������।    
• �� �	 ��
 ����� �	-�� �) ������ �� ��, �� G���� ������।    
 
������ �	 �
��������� �	 �
��������� �	 �
��������� �	 �
���----�� 3+ ��� 3+ ��� 3+ ��� 3+ � 
Meaning of absorption costing 

������ �	 �
��� 
�, ��I���� �
�����T���� ��� �-�� 0�� ��
��� ��� ���� ������ �	 ��# �	 ��� 

	, <01��� �������� ���+ �
�`M ��%$ ��\7������ �	 (direct material cost), ��%$ H� �	 (direct 

labour cost) ��
 ����� ����� ; I�	� ������ �����	 (variable and fixed production/ 

manufacturing/ factory overhead) ��� ���� ������ 1�7 ��# ��	 3Df�b ��� 
	। 3+ ��� ������ �	 
�
��� �������� ���+ �
�`M ��� ����� ����� �	 ��
 I�	� �)-�� �(�m�� �� �) (product cost) ��# �	 
��� 
	। 3���, �' �	 �
��� �-���� ����� ����� ������ �����) (variable manufacturing 

overhead)-�� �������� I�	� ������ �����	 (fixed manufacturing overhead)-�� ��� 3
��� �� 
�) (product cost)-� 3Df�b ��� 
	। ��' �' �-���� ��� �� � �	��� <$�X I�	� ������ �����	 
3Df�b +���। ������ �	 �
����� @��� w# ��� �	 �-�� (full cost method)-; ��� 
	।  

����� ���������� ���������� ���������� �����    �	�	�	�	    �
����
����
����
���----��������    3+ �3+ �3+ �3+ �    
 Meaning of variable costing 

����� ����� �	 �
��� 
�, ��I���� �
�����T���� ��� �-�� 0�� ��
��� ��� ���� ������ �	 ��# �	 
��� 
	, <01��� �������� ���+ �
�`M pq��X ����� ����� �	��
 3Df�b ��� ���� ������ �	 
(production cost) �� �� �	 (product cost) ��# �	 ��� 
	। 3+ ��� ����� ����� �	 �
��� �-���� ��� 
���� ������ 1�7 ��# ��	 �������� ���+ �
�`M ����� ����� �	��
, <0��/ ��%$ ��\7������ �	 (direct 

material cost), ��%$ H� �	 (direct labour cost) ��
 ����� ����� ������ �����	 (variable 

production/manufactuting/ factory overhead) 3Df�b ��� 
	। �' �-���� I�	� ������ �����	�� 
���� ������ 1�7 �� �� �	 ��# ��	 3Df�b ��� 
	 ��। ��
 I�	� ������ �����	�� �' �-���� ����� 
�	 (period cost) �
���� E� ��� 
	, <0��� ��� 
	 ��!	 ��
 ������� 1�7 (selling and 

administrative cost)-<�। �'GN �' �-���� ��� �� � �	��� <$�X I�	� ������ �����	 3Df�b 
+��� ��। ����� ����� �	 �
����� @��� ��%$ �	 �
��� �� ���D� �	 �
��� (direct costing or marginal 

costing)-; ��� 
	।  

cvV-rrrr....hhhh 
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��� <��A��� ��' ���+ ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ���� ������ �	 ��# �	 
��� +���। 3+ ��� �' &� �-���� ��� 3���� ���� �
���� ��
�� ��� 
	 �� ��
 ���w�� 
(supplimentory) �
���� ��
�� ��� 
	। ���# &� �
��� �-��� ��)�] �(? ��=�>। ��' ������ �(? 
��=�> �' &� �-�� ��' ���+ ��
�� ��� +���। ����� ����� �	 �
��� �-�� 
�� <0 ��� ��-���m 
��;	� 0�	, �� ��� �������� 3(%D��# ��I���E# (internal managers) ��-�D �
�#� ��=�> ��
�� 
��� +���। 3N���� ������ �	 �
��� �-�� 
�� ��� ��-���m��
 ���/ �������� ���+ �
�`M ��
/I 
�$E# (external parties), <0��/ ��;�����E#, ���� �����	�E����E#, <�	���
����E#, ������� ���(? 
��G����
, ����$�E# ��
�� ��� +���। ��� �' �-�� 
�� ��� ��-���m 3(%D��# ��I���E#; ��
�� 
��� +���। 

������������������������    �	�	�	�	    �
����
����
����
���    �-�����-�����-�����-����    ��������    �)�)�)�) ��# �)��# �)��# �)��# �) 

Determination of product costs under absorption costing 

w�� �' ��{1 ��� 
�	�] <0, ������ �	 �
��� �-���� ��� ���� ������ 1�7 ��# ��	 �������� ���+ 
�
�`M ��%$ ��\7������ �	 (direct material cost), ��%$ H� �	 (direct labor cost) ��
 ����� ����� ; 
I�	� ������ �����	 (variable and fixed production/manufacturing/ factory overhead) 3Df�b ��� 

	। C���
 ������ �	 �
��� �-���� ��� ���� ������ 1�7 (production/manufacturing cost) �� 
�� �	 (product cost) ���[�b(��� ��# �	 ��� 
	/ 

  ��%$ ��\7������ �) (direct material cost) = ××× 
(+) ��%$ H� �	 (direct labour cost) = ××× 
(+) ����� ����� ������ �����) (variable production overhead) = ××× 

(+) I�	� ������ �����) (fixed production overhead) = ××× 
    ��� ��� �� �	 �� ������ �	 (unit product cost/production cost) = ××× 

����� <6���� <�1� 0��, <0, ��%$ ��\7������ �	, ��%$ H� �	 ��
 ����� ����� ������ �����	��
 
�������� ���+ ��%$ �� ������ G�S� ��
 �' ���� �	 ����� ����� �	। ���# �������� �����# 
(volume)-�� ���-��-� 5�� @R����� 
��� �b �	���
� ���-��- n�6। 3N���� I�	� ������ �����	; 
�������� ���+ ������ G�S�, ��� '
� �� �������� �����# (volume)-�� ���+ �
�`M �	 ��"�	 '
��� 
I�	� ������ �����	 ��� 
	। 

����� ���������� ���������� ���������� �����    �	�	�	�	    �
����
����
����
���    �-�����-�����-�����-����    ��������    �)�)�)�)    ��# �)��# �)��# �)��# �) 
Determination of product costs under variable costing 

w�� �' ��{1 ��� 
�	�] <0, �������� ���+ �
�`M pq��X ����� ����� �	��
 3Df�b ��� ���� ������ �	 
(production/manufacturing/ factory overhead) �� �� �	 (product cost) ��# �	 ��� 
	। 3+ ��� 
����� ����� �	 �
��� �-���� ��� ���� ������ 1�7 ��# ��	 �������� ���+ �
�`M ����� ����� �	��
, 
<0��/ ��%$ ��\7������ �	 (direct material cost), ��%$ H� �	 (direct labour cost) ��
 ����� ����� 
������ �����	 (variable manufacturing overhead) 3Df�b ��� 
	। C���
 ����� ����� �	 �
��� 
�-���� ��� ���� ������ 1�7 (manufacturing cost) �� �� �	 (product cost) ���[�b(��� ��# �	 ��� 

	/ 
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  ��%$ ��\7������ �) (direct material cost) = ××× 
(+) ��%$ H� �	 (direct labour cost) = ××× 
(+) ����� ����� ������ �����) (variable production overhead) = ××× 

   ��� ��� �� �	 �� ������ �	 (unit product cost/production cost) = ××× 

����� <6���� <�1� 0��, <0, ��%$ ��\7������ �	, ��%$ H� �	 ��
 ����� ����� ������ �����	��
 
�������� ���+ ��%$ �� ������ G�S� ��
 �' ���� �	 ����� ����� �	। ���# �������� �����# 
(volume)-�� ���-��-� 5�� @R����� 
��� �b �	���
� ���-��- n�6। 3N���� I�	� ������ 
�����	�� �' �-���� �� �	 ��# ��	 3Df�b ��� 
	 �� ��
 �' �-���� '
��� ����� �) �
���� ���E�#� 
��� 
	।  

������������������������    �	�	�	�	    �
����
����
����
���    �-�����-�����-�����-����    ��������������������    �	�	�	�	    ��������# �)# �)# �)# �)    
Determination of period costs under absorption costing 

w�� �' ��{1 ��� 
�	�] <0, �� ������ �� �� !�	� ���+ ������ �
�`M �	, ��c ��� ���� �M ���	� ��:, 
��"��#�/ ��� �
��� ������ ��: �g# �Y�� <0 �) ��/���J� 
), <� ��B �)�� ����� �) ��� 
	। 
������ �	 �
��� �-���� ����� �	 ���� ���[�b 1�7��
�� <��U���� 
	/ 

����� ����� ��!	 1�7��
 (variable seliing expenses) 

I�	� ��!	 1�7��
 (fixed selling expenses) 

����� ����� ��"��# ��
 ������� 1�7��
 (variable general and administrative expenses) 

I�	� ��"��# ��
 ������� 1�7��
 (fixed general and administrative expenses) 

�����b ����� ����� ��
 I�	� ��!	 ��
 ��"��# ; ������� 1�7��
 ���� ������-�� ���+ �
�`M �	 ��
 
� ��B 1�7 ���	� ���+ �
�`M ��"�	 '
������ ����� �	 �
���� E� ��� 
	। 

����� ���������� ���������� ���������� �����    �	�	�	�	    �
����
����
����
���    �-�����-�����-�����-����    ��������������������    �	�	�	�	    ��# �)��# �)��# �)��# �) 
Determination of period costs under variable costing 
����� ����� �	 �
��� �-���� �������� ���+ �
�`M ��� ����� ����� �)��
 ���� (0+�/ ��%$ 
��\7������ �), ��%$ H� �	, ����� ����� ������ �����)) 3N�N ��� 1�7�� ����� �	 (period cost) 
�
���� E� ��� 
	। �' �-���� I�	� ������ �����	�� ����� �	 (period cost) �
���� E� ��� 
	, 
<0��� ��� 
	 ��!	 ��
 ������� 1�7��
 (selling and administrative cost)-<�। ������ �	 �
��� 
�-���� ����� �	 ���� ���[�b 1�7��
�� <��U���� 
	/ 

I�	� ������ �����	 (fixed production/manufacturing/ factory overhead) 
����� ����� ��!	 1�7��
 (variable seliing expenses) 

I�	� ��!	 1�7��
 (fixed selling expenses) 

����� ����� ��"��# ��
 ������� 1�7��
 (variable general and administrative expenses) 

I�	� ��"��# ��
 ������� 1�7��
 (fixed general and administrative expenses) 

����� ����� �	 �
��� �-�� ��� ��� <0, I�	� ������ �����	�
 �����b ����� ����� ��
 I�	� ��!	 ��
 
��"��# ; ������� 1�7��
 ���� ������-�� ���+ �
�`M �	 ��
 � ��B 1�7 ���	� ���+ �
�`M ��"�	 
'
������ ����� �	 �
���� E� ��� 
	। 
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��������    �	 ��
 ����� �	�	 ��
 ����� �	�	 ��
 ����� �	�	 ��
 ����� �	----�� ��� ��� ��� �))))    ������������������������  
Cost elements of product cost and period cost 
�����b @���7��� <��$�� �� �	 ��
 ����� �	-�� �) ������ ���[ ��{1 ��� 
���/ 

Absorption 

costing 
 Variable 

costing 

  

Pr
od

uc
t 

co
st

     ��%$ ��\7������ �) (direct material cost)  

Pr
od

uc
t 

co
st

 ��%$ H� �	 (direct labour cost) 
����� ����� ������ �����) (variable production overhead) 
I�	� ������ �����) (fixed production overhead)  

P
e

ri
o

d
 c

o
st

 

  P
e

ri
o

d
 c

o
st

  ����� ����� ��!	 1�7��
 (variable seliing expenses) 
I�	� ��!	 1�7��
 (fixed selling expenses) 
����� ����� ��"��# ��
 ������� 1�7��
 (variable general and administrative expenses) 
I�	� ��"��# ��
 ������� 1�7��
 (fixed general and administrative expenses) 

 

����� ������) <�1� 0��, <0, ������ �) �-�� (absorption costing method)-<� �� �	 (product 

cost) �
���� ��%$ ��\7������ �	 (direct material cost), ��%$ H� �	 (direct labor cost) ��
 

����� ����� ; I�	� ������ �����	 (variable and fixed production/manufacturing/ factory 

overhead)-<� 3Df�b ��� 
�)�]। 3N���� ����� ����� �	 �
��� �-�� (variable costing method)-<� 

�� �	 (unit product cost) �
���� pq��X ��%$ ��\7������ �	 (direct material cost), ��%$ H� �	 

(direct labor cost) ��
 ����� ����� ������ �����	 (variable manufacturing/production/factory 

overhead)-<� 3Df�b ��� 
�)�]। �' &' �
��� �-��� ��: �� �)-�� ��: ��+ ��% ���� ���] I�	� 

������ �����	 (fixed production/ manufacturing/factory overhead)। 3+ ��� I�	� ������ �����	 
(fixed production/factory overhead)-<� ������ �	 �
��� �-���� �� �) (product cost) �
���� 

3Df�b ��� 
�	�], ��c ����� ����� �	 �
��� �-���� �' �����	�� �� �) (product cost)  �
���� 
3Df�b ��� 
	��। 

@��� ������ �) �
��� �-���� ����� �	 (period cost) �
���� ����� ����� ��!	 1�7��
 (variable 

seliing expenses), I�	� ��!	 1�7��
 (fixed selling expenses), ����� ����� ��"��# ��
 ������� 
1�7��
 (variable general and administrative expenses), I�	� ��"��# ��
 ������� 1�7��
 (fixed 

general and administrative expenses)-<� 3Df�b ��� 
�)�]। 3N���� ����� ����� �	 �
��� �-���� 

����� �	 �
���� I�	� ������ �����) (fixed production overhead), ����� ����� ��!	 1�7��
 
(variable seliing expenses), I�	� ��!	 1�7��
 (fixed selling expenses), ����� ����� ��"��# ��
 

������� 1�7��
 (variable general and administrative expenses), I�	� ��"��# ��
 ������� 1�7��
 
(fixed general and administrative expenses)-<� 3Df�b ��� 
�)�]। 

<��=� �+� 
�,, I�	� ������ �����	�� ������ �
��� �-���� �� �) �
���� 3Df�b ��� 
�)�]। 
3N���� ����� ����� �	 �
��� �-���� �b I�	� ������ �����	�� ����� �	 �
���� 3Df�b ��� 
�)�]। 
�' ����#' &' �-���� ��#4� �� �) ��
 ����� �	-�� ��: ��+ ��% <�1� ����। 
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������������������������    �	�	�	�	    �
����
����
����
���    ��
��
��
��
    ����� ���������� ���������� ���������� �����    �	�	�	�	    �
����
����
����
���    �-�����-�����-�����-����    ��#4� ��#4� ��#4� ��#4� ��������    �	�	�	�	    ��
��
��
��
    ��������������������    �	�	�	�	----��������    ���
�#���
�#���
�#���
�#    
Example of product and period cost determined under absorption costing and variable costing 

Example 

Bowlter Corporation produces and distributes a single item. You are given below first year costs 

and operating data for the product: 

Manufacturing costs:  

Variable per unit produced:  

Direct materials TK. 11 

Direct labor 6 

Variable overhead 3 

Fixed per year 120,000 

Selling and administrative costs:  

Variable per unit sold  4 

Fixed per year 70,000 

During the year, the company produced 10,000 units, of which 8,000 were sold. 

 

Required: 

a) Assume the company employs absorption costing; calculate the unit product cost and 

total period cost for the fiscal year. 

b) Assume the company employs variable costing, calculate the unit product cost and total 

period cost for the fiscal year. (Adapted from Managerial Accounting, 13th edition, by 

Garrison, Noreen, and Brewer) 

 

Solution 

a) Product cost under absorption costing is as follows: 

 Per unit (TK.) 

Direct materials 11 

Direct labor 6 

Variable manufacturing overhead 3 

Fixed manufacturing overhead  

(TK. 120,000 ÷ 10,000 units) 

 

12 

Absorption costing unit product cost TK. 32 
 

Period cost under absorption costing is as follows: 

 Total (TK.) 

Variable selling and administrative cost 

(TK. 4 per unit × 8,000 units) 

 

32,000 

Fixed selling selling and administrative cost 70,000 

Absorption costing total period cost TK. 

10,2000 
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b) Product cost under variable costing is as follows: 

 Per unit (TK.) 

Direct materials 11 

Direct labor 6 

Variable manufacturing overhead 3 

Variable costing unit product cost TK. 20 

 

Period cost under variable costing is as follows: 

 Total (TK.) 

Fixed manufacturing overhead   120,000 

Variable selling and administrative cost 

(TK. 4 per unit × 8,000 units) 

 

32,000 

Fixed selling selling and administrative cost 70,000 

Variable costing total period cost TK. 

222,000 

 

����� ���
��# <�1� 0��, <0, ������ �) �-�� (absorption costing method)-<� �� ��� �� �	 

(product cost) rh 6���। 3N���� ����� ����� �	 �
��� �-�� (variable costing method)-<� �� ��� 
�� �	 (unit product cost) h� 6���। �' &' �
��� �-��� ��: �� ��)� ��+ ��% 
�, eh 6���; 0�� �� 

���# 
�, ��� ��� I�	� ������ �����	 (fixed production/factory overhead)। 3+ ��� I�	� ������ 
�����	 (fixed production/factory overhead)-<� ������ �	 �
��� �-���� �� �) (product cost) 

�
���� 3Df�b ��� 
�	�], ��c ����� ����� �	 �
��� �-���� �' �����	�� �� �) (product cost)  
�
���� 3Df�b ��� 
	��। 

@��� ������ �) �
��� �-���� ������ <��6 ����� �	 (total period cost) 
�, e�h,��� 6���। 3N���� 
����� ����� �	 �
��� �-���� ������ <��6 ����� �	 hhh,��� 6���। �' &' �
��� �-��� ��: ����� 
��)� ��+ ��% 
�, eh�,��� 6���। 0�� �� ���# 
�, ������ �
��� �-���� I�	� ������ �����	 eh�,��� 
6��� ����� �)-� 3Df�b ��� 
	�� ��
 '
��� �� �) �
���� 3Df�b ��� 
�	�]। 3N���� ����� ����� �	 
�
��� �-���� I�	� ������ �����	 eh�,��� 6��� ����� �	 �
��� 3Df�b ��� 
�	�], ��c '
��� �� �) 
�
���� 3Df�b ��� 
	��। 

������J ��� 0�	, I�	� ������ �����	�� ������ �
��� �-���� �� �) �
���� 3Df�b ��� 
	। 3N���� 
����� ����� �	 �
��� �-���� �b I�	� ������ �����	�� ����� �	 �
���� 3Df�b ��� 
	। �' ����#' 
&' �-���� ��#4� �� �) ��
 ����� �	-�� ��: ��+ ��% <�1� <�	।  
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 mvims‡ÿc:  

������ �	 �
��� 
�, ��I���� �
�����T���� ��� �-�� <01��� �������� ���+ �
�`M ��� 
����� ����� �	 ��
 I�	� �	-�� �(�m�� �� �) (product cost) ��# �	 ��� 
	। 3N����, ������ �	 
�
��� 
�, ��I���� �
�����T���� ��� �-�� <01��� �������� ���+ �
�`M pq��X  ����� ����� �	-
�� �(�m�� �� �) (product cost) ��# �	 ��� 
	। 

������ �	 �
��� �-���� ��� ���� ������ 1�7 ��# ��	 �������� ���+ �
�`M ��%$ ��\7������ �	 
(direct material cost), ��%$ H� �	 (direct labor cost) ��
 ����� ����� ; I�	� ������ �����	 
(variable and fixed manufacturing/production/factory overhead) 3Df�b ��� 
	। 3N����, 
����� ����� �	 �
��� �-���� ��� ���� ������ 1�7 ��# ��	 �������� ���+ �
�`M ����� ����� 
�	��
, <0��/ ��%$ ��\7������ �	 (direct material cost), ��%$ H� �	 (direct labour cost) ��
 
����� ����� ������ �����	 (variable manufacturing overhead) 3Df�b ��� 
	। 

������ �	 �
��� �-���� ����� �	 ���� ����� ����� ��!	 1�7��
 (variable seliing expenses), 
I�	� ��!	 1�7��
 (fixed selling expenses), ����� ����� ��"��# ��
 ������� 1�7��
 (variable 

general and administrative expenses), I�	� ��"��# ��
 ������� 1�7��
 (fixed general and 

administrative expenses)-<� <��U�)। 3N����, ������ �	 �
��� �-���� ����� �	 ���� I�	� 
������ �����	 (fixed manufacturing/production/factory overhead), ����� ����� ��!	 1�7��
 
(variable seliing expenses), I�	� ��!	 1�7��
 (fixed selling expenses), ����� ����� ��"��# ��
 
������� 1�7��
 (variable general and administrative expenses), I�	� ��"��# ��
 ������� 
1�7��
 (fixed general and administrative expenses)-<� <��U�)। 
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 ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��#4� @	������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��#4� @	������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��#4� @	������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��#4� @	 
Income of absorption costing and variable costing 
 

 
D‡Ïk¨ 

 

G cvV †k‡l Avcwb-  

• ������ �	 �
��� �-���� ��|� @	 ����#�� ��� �#��� G���� ������। 
• ����� ����� �	 �
��� �-���� ��|� @	 ����#�� ��� �#��� G���� ������। 

• ����� ����� �	 �
��� ��
 ������ �	 �
��� �-���� ��#4� 8��5�-�� ��Z	 �-�� G���� ������। 
 

������ �	 �
��� �-���� ��|� @	 ����#������� �	 �
��� �-���� ��|� @	 ����#������� �	 �
��� �-���� ��|� @	 ����#������� �	 �
��� �-���� ��|� @	 ����#� 
Income statement used in absorption costing approach 

@��� w�� � <�1�� <��	�] <0, ������ �	 �
��� �-���� ��#4� �� �	 (product cost) ����� ����� �	 
�
��� �-�� <+�� �(? 
�� ����। �� <����� ���# 
�, I�	� ������ �����	 (fixed manufacturing 

overhead), 0��� ������ �	 �
��� �-���� �� �	 �
���� E� ��� 
	। �$�D��, ����� ����� �	 �
��� 
�-���� �' �����	�� �� �	 �
���� E� ��� 
	 �� ��
 ����� �	 (period cost) �
���� E� ��� 
	। 
<0�
_ &' �) �
��� �-���� �� �	 (product cost)-�� ��: ��+ ��% +���� ����, <��
_ �(	 �-���� 
��#4� 8��5� (profit)-�� ��:; ��+ ��% +���� ����। @��� ������ �) �
��� �-���� 8��5� ��# �	 ���� 
<$�X <0 "��#� @	 ����#� (income statement) ��
�� ��� 
	, ����� ����� �	 �
��� �-�� �(? "���� 
@	 ����#� (income statement) ��
�� ��� +���। 

������ �	 �
��� �-���� �������� 8��5� ��# ��	� GN <0 @	 ����#� ��
�� ��� 
	, �� ���/ 
�� �G���(��� k
�� �
�����T���� �������� (generally accepted accounting principles) 3R���� ���� ��� 

	। �' @) ����#��� �� �
�`M ��� �)�� �������� ��0 ����� (functions) 3R���� ��(b ��� 
	, 3+ ��� 
���� ���+ �
�`M ��� 1�7�� &' (��E ��(b ��� 
	। �+��/ ������ �	 (manufacturing costs), 
�.��	�/ ��!	 ��
 ������� 1�7 (selling and administrative expenses)। �������� ���+ �
�`M ��� 
1�7�� ��$�X �� �	 �� ������ �) (product cost or manufacturing cost) �
���� E� ��� 
	 ��
 
��� I�	� ��
 ����� ����� ��!	 ; ������� 1�7�� ����� �	 (period cost) �
���� E� ��� @	 
����#��� <�1���� 
	। ���[ ������ �	 �
��� �-���� ��|� @	 ����#�� ��� ]� (format) <�	� 
�/ 

Name of the company 

Income Statement under the absorption costing 

For the month/year ended……. 

 TK. TK. 

Sales  xxx 

Less) Cost of goods sold  xxx 

                                                   Gross profit  xxx 

Less) Selling expenses   

          Fixed xx  

          Variable xx xxx 

Less) Administrative expenses   

cvV-7....rrrr 
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 TK. TK. 

          Fixed xx  

          Variable xx xxx 

                          Net operating profit/income  xxx 

 

����� ����� �	 �
�������� ����� �	 �
�������� ����� �	 �
�������� ����� �	 �
���    �-�����-�����-�����-���� ��|� @	 ����#���|� @	 ����#���|� @	 ����#���|� @	 ����#�     
Income statement used in variable costing approach 

����� ����� �	 �
��� �-���� ��|� @	 ����#��� 3���� �-�� @	 ����#� (income statement) ��� 

	। �' @	 ����#��� ���� ���+ �
�`M ��� 1�7�� @7�# (behaviour)-�� �(�m�� ��(b ��� <�1���� 

)। 3+ ��� ��� 1�7�� &' (��E ��(b ��� 
	। �+��/ ����� ����� 1�7 (variable expenses) ��
 
�.��	�/ I�	� 1�7 (fixed expenses)। �' @	 ����#� �� �G���(��� k
�� �
�����T���� �������� 
(generally accepted accounting principles) 3R���� ��� ��� 
	 ��। ���[ ����� ����� �	 �
��� 
�-���� ��|� @	 ����#�� ��� ]� (format) <�	� 
�/ 

Name of the company 

Income Statement under the variable costing 

For the month/year ended……. 

 TK.  TK. 

Sales  xxx 

Less) Variable expenses   

          Variable cost of goods sold xx  

          Variable selling expenses xx  

          Variable administrative expenses xx xx 

                                       Contribution margin  xxx 

Less) Fixed expenses   

          Fixed manufacturing overhead xx  

          Fixed selling expenses xx  

          Fixed administrative expenses xx xx 

                          Net operating profit/income  xxx 

������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��|� @	 ����#�� ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��|� @	 ����#�� ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��|� @	 ����#�� ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��|� @	 ����#�� ��:�� ��:�� ��:�� ��:�� ��#4���#4���#4���#4�    8��5�8��5�8��5�8��5�----�� �� �� �� ���
�#���
�#���
�#���
�#    
Example of profit determination by income statements used in absorption costing and variable costing  

���[ ������ �) �
��� �-���� ��|� @	 ����#� ��
 ����� ����� �	 �
��� �-���� ��|� @	 ����#�� 
��:�� ��� ������ ��(��� 8��5� (profit) ��# �	 ���, �� ���
��#� ��
��� <�1���� 
���। 

Example 
Bowlter Corporation produces and sells a single item. The following are some cost and 

operating data for the product for the year 2021: 

Selling price per unit TK. 50 

Manufacturing costs:  

Variable per unit produced:  

Direct materials 11 

Direct labor 6 
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Variable overhead 3 

Fixed per year 120,000 

Selling and administrative costs:  

Variable per unit sold  4 

Fixed per year 70,000 

During the year, the company produced 10,000 units and sold 8,000 units. There was no initial 

inventory. 

Required: 

1. Assume the company employs absorption costing 

a) Compute the unit product cost for the year. 

b) Prepare a year-end income statement. 

2. Assume the company employs variable costing 

a) Compute the unit product cost for the year. 

b) Prepare a year-end income statement. (Adapted from Managerial Accounting, 13th 

edition, by Garrison, Noreen, and Brewer) 

 

Solution 

1. a) Product cost under absorption costing is as follows: 

 Per unit (TK.) 

Direct materials 11 

Direct labor 6 

Variable manufacturing overhead 3 

Fixed manufacturing overhead  

(TK. 120,000 ÷ 10,000 units) 

 

12 

Absorption costing unit product cost TK. 32 

 

b) Income Statement under the absorption costing is as follows: 

 

Bowlter Corporation 

Income Statement under the absorption costing 

For the year ended 31st December 2021 

 TK. TK. 

Sales (8,000 units × TK. 50 per unit)  400,000 

Less) Cost of goods sold (Note 1)  256,000 

                                         Gross profit/margin  144,000 

Less) Selling and administrative expenses   

          Fixed 70,000  

          Variable (8,000 units × TK. 4 per unit) 32,000 102,000 

                          Net operating profit/income  42,000 
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Note 1: Calculation of cost of goods sold: 

 Cost of opening inventories TK. 0 

Add) Manufacturing cost for the period (10,000 units × TK. 32) 320,000 

Less) Cost of closing inventories (2,000 units × TK. 32) 64,000 

= Cost of goods sold 256,000 

 

2. a) Product cost under variable costing is as follows: 

 Per unit (TK.) 

Direct materials 11 

Direct labor 6 

Variable manufacturing overhead 3 

Variable costing unit product cost TK. 20 

 

b) Income Statement under the absorption costing is as follows: 

Bowlter Corporation 

Income Statement under the variable costing 

For the year ended 31st December 2021 

 TK. TK. 

Sales (8,000 units × TK. 50 per unit)  400,000 

Less) Variable expenses   

          Variable cost of goods sold (Note 2) 160,000  

          Variable selling and administrative              

………expenses (8,000 units × TK. 4 per unit) 

 

32,000 

 

192,000 

                                       Contribution margin  208,000 

Less) Fixed expenses   

          Fixed manufacturing overhead 120,000  

          Fixed selling and administrative expenses 70,000 190,000 

                          Net operating profit/income  18,000 

Note 2: Calculation of variable cost of goods sold: 

 Cost of opening inventories TK. 0 

Add) Manufacturing cost for the period (10,000 units × TK. 20) 200,000 

Less) Cost of closing inventories (2,000 units × TK. 20) 40,000 

= Cost of goods sold 160,000 
 

����� ����� �	 �
��� ��
 ������ �	 �
��� �-���� ��#4� 8��5������ ����� �	 �
��� ��
 ������ �	 �
��� �-���� ��#4� 8��5������ ����� �	 �
��� ��
 ������ �	 �
��� �-���� ��#4� 8��5������ ����� �	 �
��� ��
 ������ �	 �
��� �-���� ��#4� 8��5�----��������    ��Z	��Z	��Z	��Z	    
Reconciliation of variable costing with absorption costing profit 

@�E' ��{1 ��� 
�	�] <0 ������ �	 �
��� �-���� ��#4� 8��5� ��
 ����� ����� �	 �
��� �-���� 
��#4� 8��5� ���� ��; 
�� ����। ����� ���
��# <�1� 0��, <0, ������ �	 �
��� �-���� ��#4� Bowlter 

Corporation-�� ��6 ���7��� 8��5� (net operating profit) 
�, sh,��� 6���। 3N���� ����� ����� �	 
�
��� �-���� ��#4� ��6 ���7��� 8��5� (net operating profit) 
�, e�,��� 6���। �' &' �-���� ��#4� 
8��5�-�� ��: ��+ ���%� �� ���# 
�, I�	� ������ �����	 (fixed manufacturing overhead)। 
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C���� �M(��� ���� <E��, ������ �	 �
��� �-���� I�	� ������ �����)-�� ��� 3
� ��� �� 
(inventory)-�� ��: 3Df�b +���। �b ��� ���� �.� ���X 7��� �A� (current asset) �
���� ��� �� 
��� 
	। 3+ ��� ������	� �b 3
��� ��� �� ��!) �� 
;)� �0 �D ������ �) (deferred expense) 
�
���� �.� ���X 7��� �A� (current asset) ���� <�1���� 
	। 3N���� ������� ���� <0 3
� ��!	 
���/ ���!� ���� �	 (cost of goods sold) ��# �	 ��� 
	, �1� I�	� ������ ������	� 3N ��� 3
� 
���!� ���� �	 (cost of goods sold)-�� ��: 3Df�b +��� ��
 '
��� 7��� �]��' @�	� ������� 1�7 
�
���� @) ����#��� <�1���� 
	।  

Bowlter Corporation-�� ���
��# <�1� 0��, <0, <��A���� e�,��� ��� �� ������ ����], ��� �: 

�� �,��� ��� �� ��!	 ����]। ��� ��� �� ������� I�	� ������ �����	 (fixed manufacturing 

overhead) 
�	�] eh 6���। <0 �,��� ��� �� ��!	 ��� 
�	�], ��� ��� ��� ���!� ���� �	 (cost of 

goods sold) rh 6���, 0�� ��: I�	� ������ �����	 eh 6��� 3Df�b @�]। '
�� 3+ � 
�,, I�	� ������ 
�����	 ���� <��6 �v,��� 6��� (�,��� ��� × eh 6���) @�)� ������� 1�7 �
���� @	 ����#��� <�1���� 

�	�]। 3N���� h,��� ��� �� 3���!� @�], 0� 
�, ������ ��� ��। �' h,��� ��� ������ ��� 
���� �  ��� ��� rh 6��� ��" ���# ��� 
�	�], 0�� ��: I�	� ������ �����	 
�, eh 6���। ������ ��� 
���� ������� I�	� ������ �����	 ���� <��6 hs,��� 6��� (h,��� ��� ������ ��� �� × eh 6���) 
@�	� ������� 1�7 �
���� �� <��1�	 �b ������ ��� �� ��!	 �� 
;	� �0 �D ������ 1�7 (deferred 

expense) �
���� �������� �.� ���X 7��� �A� (current asset) ���� ��� �� ��� 
��।  

�$�D�� ����� ����� �	 �
��� �-���� I�	� ������ �����	-�� �g# � 3
��� ����� �	 (period cost) 
�
���� ����7�� ��� 
�	�]। 3+ ��� I�	� ������ �����	 ���� eh�,��� 6��� �������� 7��� �]��� @	 
����#��� 1�7 �
���� <�1���� 
�	�]। 5�� ������ �	 �
��� �-���� ��#4� 8��5� ����� ����� �	 �
��� 
�-���� ��#4� 8��5� 
�� hs,��� 6��� (eh�,��� – �v,���) <���। ���#, ������ �	 �
��� �-���� I�	� 
������ �����	 hs,��� 6��� 1�7 �
���� �� <�1���� 
�)�], 5�� ��6 ���7��� 8��5� (net operating 

profit)-�� �����# hs,��� 6��� <���।  

���[ ����� ����� �	 �
��� ��
 ������ �	 �
��� �-���� ��#4� 8��5� ��Z�	� ��� ]� (format) ���� 
��� 
���/ 

Format of the reconciliation of variable costing and absorption costing net operating incomes 

  TK. 

 Variable costing net operating income xxx 
Add) Part of fixed manufacturing overheads in closing inventories under 

absorption costing  

 

xxx 
Less) Part of fixed manufacturing overheads in opening inventories under 

absorption costing 
 

xxx 
= Absorption costing net operating income xxx 

���� ��{�1� Bowlter Corporation �j�� ��|� ������ �
��� �-�� ��
 ����� ����� �	 �
��� 
�-���� ��#4� 8��5� ��Z	 ��[Y�/ 

The reconciliation of the variable and absorption costing net operating incomes follows: 
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 TK. 

Variable costing net operating income 18,000 

Add) Part of fixed manufacturing overheads in closing 

inventories under absorption costing  

                                            (2,000 units × TK.12 per unit) 

 

 

24,000 

Absorption costing net operating income 42,000 
 

w�� �' ��{1 ��� 
�	�] <0, ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��#4� 8��5�-�� ��: 
��"�� +���� ����। 3+ ��� �� ��� �' &' �-���� ��#4� 8��5�-�� ��"�� ��; +���� ����। ���[ ��� 
<6����� ��
��� <�1���� 
��� �1� �� <��� ����I���� �' &' �-���� ��#4� 8��5�� ��: ��+ ��% <�1� ���� 
����। 

��� ���� �M ���	 ������ ��� ���� �M ���	 ������ ��� ���� �M ���	 ������ ��� ���� �M ���	 ������ 
��
 ��!	��
 ��!	��
 ��!	��
 ��!	----�� ��: �A�� �� ��: �A�� �� ��: �A�� �� ��: �A�� 

(Relation between 

Production and Sales for 

the Period) 

��� ���� ��� �(����� ���� ��� �(����� ���� ��� �(����� ���� ��� �(�� 
(Effect on Inventories) 

������ �	 �
��� ��
 ��������� �	 �
��� ��
 ��������� �	 �
��� ��
 ��������� �	 �
��� ��
 ����� ����� �	 �� ����� �	 �� ����� �	 �� ����� �	 
�
��� �-���� ��#4� �
��� �-���� ��#4� �
��� �-���� ��#4� �
��� �-���� ��#4� ��6 ��6 ��6 ��6 ���7��� 8��5����7��� 8��5����7��� 8��5����7��� 8��5�----

��������    ��: �A����: �A����: �A����: �A�� (Relation between 

Absorption and Variable Costing Net 

Operating Incomes) 

������ = ��!	 

(Production = Sales) 

 

��� �� 3������ �� +���� 

(No change in inventories) 

������ �	 �
��� �-���� ��#4� ��6 
���7��� 8��5� = ����� ����� �	 �
��� 
�-���� ��#4� ��6 ���7��� 8��5� 

(Absorption costing net operating 

income = Variable costing net 

operating income) 

������ > ��!	 

(Production > Sales) 

��� �� ��- ����  

(Inventories increase) 

������ �	 �
��� �-���� ��#4� ��6 
���7��� 8��5� > ����� ����� �	 �
��� 
�-���� ��#4� ��6 ���7��� 8��5� 

(Absorption costing net operating 

income > Variable costing net 

operating income) 

������ < ��!	 

(Production < Sales) 

��� �� ��� ���� 

(Inventories decrease) 

������ �	 �
��� �-���� ��#4� ��6 
���7��� 8��5� < ����� ����� �	 �
��� 
�-���� ��#4� ��6 ���7��� 8��5� 

(Absorption costing net operating 

income < Variable costing net 

operating income) 

����� <6��� 
�� '
� ���	��� <0, ������ <0 �����# �� ������ ��� ��
 0�� ���
d� �����# �� ��!	 
���, ��
�� ��� ���� <��� ����� �� 
�� ��, 3+ ��� ������ ��� �� 
�� �N (�)। <��$�X ������ �	 
�
��� �-���� ��#4� ��6 ���7��� 8��5� ��
 ����� ����� �	 �
��� �-���� ��#4� ��6 ���7��� 8��5� ���� 

��। ��c 0�� �������� �����# ��!	 ������#� <7�	 <��� 
	, ��
�� ��� ���� �����# ��- ����, 3+ ��� 
������ ��� ���� �����# ��- ����। <��$�X ������ �	 �
��� �-���� ��#4� ��6 ���7��� 8��5� 
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����� ����� �	 �
��� �-���� ��#4� ��6 ���7��� 8��5� 
�� <��� 
��। �$�D��, 0�� �������� �����# 
��!	 <+�� �� 
	, ��
�� ������ ��� ���� �����# ��� ����। 5�� ������ �	 �
��� �-���� ��#4� ��6 
���7��� 8��5� ����� ����� �	 �
��� �-���� ��#4� ��6 ���7��� 8��5� 
�� �� 
��।  
 

 mvims‡ÿc:  

������ �	 �
��� �-���� �������� 8��5� ��# ��	� GN <0 @	 ����#� ��
�� ��� 
	, �� ���/ 
�� �G���(��� k
�� �
�����T���� �������� (generally accepted accounting principles) 3R���� ���� 
��� 
	। �' @) ����#��� �� �
�`M ��� �)�� �������� ��0 ����� (functions) 3R���� ������ �	 
(manufacturing costs), ��
 ��!	 ; ������� 1�7 (selling and administrative expenses) �' &' 
(��E ��(b ��� <�1���� 
	।  

����� ����� �	 �
��� �-���� ��|� @	 ����#��� 3���� �-�� @	 ����#� (income statement) ��� 

	, 0� �� �G���(��� k
�� �
�����T���� �������� (generally accepted accounting principles) 3R���� 
��� ��� 
	 ��। �' @	 ����#��� ���� ���+ �
�`M ��� 1�7�� @7�# (behaviour)-�� �(�m�� 
����� ����� 1�7 (variable expenses) ��
 I�	� 1�7 (fixed expenses) �' &' (��E ��(b ��� <�1���� 

	। 

������ �	 �
��� �-���� ��#4� 8��5� ��
 ����� ����� �	 �
��� �-���� ��#4� 8��5� ���� ��; 
�� 
����। �� �������� �����# 01� �� ��!�	� ���� 
��, �1� ������ ��� �� 
�� �N (�); 5�� 
������ �	 �
��� �-���� ��#4� ��6 ���7��� 8��5� ��
 ����� ����� �	 �
��� �-���� ��#4� ��6 
���7��� 8��5� ���� 
��। ��c �� �������� �����# 01� �� ��!�	� <7�	 <��� 
��, �1� ������ ��� 
���� �����# ��- ����; 5�� ������ �	 �
��� �-���� ��#4� ��6 ���7��� 8��5� ����� ����� �	 �
��� 
�-���� ��#4� ��6 ���7��� 8��5� 
�� <��� 
��। �$�D��, �� �������� �����# 01� �� ��!�	� <7�	 
�� 
��, �1� ������ ��� ���� �����# ��� ����; 5�� ������ �	 �
��� �-���� ��#4� ��6 ���7��� 
8��5� ����� ����� �	 �
��� �-���� ��#4� ��6 ���7��� 8��5� 
�� �� 
��। 
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 ������ ��
 ����� ������� ��
 ����� ������� ��
 ����� ������� ��
 ����� ����� �	 �
������� �	 �
������� �	 �
������� �	 �
���----�� ��+ ��%�� ��+ ��%�� ��+ ��%�� ��+ ��%,,,,    C��"� ��
 3C��"�C��"� ��
 3C��"�C��"� ��
 3C��"�C��"� ��
 3C��"���
��
��
��
    

Differences, advanatges and disadvantages of absoption and variable costing 

 
D‡Ïk¨ 

 

G cvV †k‡l Avcwb-  
• ������ �	 �
��� ��
 ����� ����� �	 �
���-�� ��: ��+ ��%��
 �# ��� ���� ������।    
• ������ �	 �
��� �-��� C��"���
 G���� ������।    
• ������ �	 �
��� �-��� 3C��"���
 G���� ������।    
• ����� ����� �	 �
��� �-��� C��"���
 G���� ������।    
• ����� ����� �	 �
��� �-��� 3C��"���
 G���� ������।    

 
mvgwMÖK e¨q wnmve Ges cwieZ©bkxj e¨q wnmve-Gi g‡a¨ cv_©K¨mg~n 
Differences between absoption costing and variable costing 

������ �	 �
��� ��
 ����� ����� �	 �
��� �-�� ���� ������ �	 (manufacturing cost) ��# ��	� &� 
�(? �) �
��� �-��। ��� �' &� �
��� �-�� ��� @����� ���� �	 ��
 ���w��। ��� ������ &� 
�-��' ��' ���+ ��
�� ���� ����। ��� ����� ��
���� ��=> �(?। �' &' �
��� �-��� ��: ����	 
��+ ��% ��o���, 0� ���[ ��{1 ��� 
���/ 

��+ ���%� "��    ������ �	 �
���    ����� ����� �	 �
���    

e) �
T� ������ �	 �
��� 
�, ��I���� 
�
�����T���� ��� �-�� <01��� 
�������� ���+ �
�`M ��� ����� ����� 
�	 ��
 I�	� �	-�� �(�m�� �� �) 

(product cost) ��# �	 ��� 
	। 

������ �	 �
��� 
�, ��I���� 
�
�����T���� ��� �-�� <01��� 
�������� ���+ �
�`M pq��X  ����� ����� 

�	-�� �(�m�� �� �) (product cost) 
��# �	 ��� 
	। 

h) 3Df�b 
�	  

�' �	 �
��� �-�� ��%$ ��\7������ �	, 
��%$ H� �	 ��
 ����� ����� ; I�	� 
������ �����	 ���� ������ 1�7 ��# ��	 
3Df�b ���। 

�' �	 �
��� �-�� ��%$ ��\7������ �	, 
��%$ H� �	 ��
 ����� ����� ������ 
�����	 ���� ������ 1�7 ��# ��	 3Df�b 
���। 

r) ��
�� �������� ��
/I �$��
, <0��/ 
<�	���
����E#, �� �j��$, 
�����	�E����E# ������ �	 �
��� �-�� 
��
�� ��� +���।  

�������� 3(%D��# ��I���E# 
����� ����� �	 �
��� �-�� ��
�� ��� 
+���।  

s) 3R�� 
�������� 

������ �	 �
��� �-�� ������ 1�7 ��
 
8��5� ��# �<) �� �G���(��� k
�� �
�����T�� 

�������� (generally accepted 

accounting principles) 3R��# ���।   

����� ����� �	 �
��� �-�� ������ 1�7 
��
 8��5� ��# �<) �� �G���(��� k
�� 

�
�����T�� �������� (generally accepted 

accounting principles)  3R��# ��� ��।  

cvV-7....ssss 
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��+ ���%� "��    ������ �	 �
���    ����� ����� �	 �
���    

u) ��-�D 
�
�# �
�	�� 

�' �) �
��� �-�� �������� 
��I���E#�� ��-�D �
�# �
�	�� ��� 
��। ���# ��-�D �
�# ���0�E� <0 ��� 
��-���m ��	�G�, �� �' �) �
��� �-�� 

�� ��;	� 0�	 ��। 

�' �) �
��� �-�� �������� 
��I���E#�� ��-�D �
�# �
�	�� ���। 
���# ��-�D �
�# ���0�E� <0 ��� ��-
���m ��	�G�, �� �' �) �
��� �-�� 
�� 
��;	� 0�	। 

v) ������� 
���� 

�' �	 �
��� �-�� �������� ���+ �
�`M 
��
/I �$E�#� ���0�E� ������� 

(report) ���� ��� +���। 

�' �	 �
��� �-�� �������� 3(%D��# 

�$E�#� ���0�E� ������� (report) ���� 
��� +���।  

�) 8�5�/ 
3���� ���� 
��# �	 

�' �	 �
��� �-�� ���� 3���� ���� 
��# �	 ��� �� ��
 8��5� ��# �	 ��� +���।  

�' �) �
��� �-�� ���� 3���� ���� 

��# �	 ��� +���, 0� ��!) @	 (sales 

revenue) <+�� �
�`M ����� ����� �	 
���	�E ���� ��;	� 0�	। 

�) �(��  ��!�)� �����# ���-��-� 5�� '
�� �(�� 
8��5�� ;�� �� ������, �� ��# �	 ��� 
��$�X G��।  

��!�)� ������ ���-��-� 5�� '
�� �(�� 
8��5�� ;�� �� ������, �� ��# �	 ��� 
��$�X �
G। 

�) ��� 
���� �  

�' �	 �
��� �-���� ��#4� ��� ���� 
�  ����� ����� �	 �
��� �-���� ��#4� 
��� ���� �  3��$� <��� 
	। ���# �' 
�	 �
��� �-�� ���� ������ 1�7 ��# ��) 
I�	� ������ �����	�� 3Df�b ��� 
+���। 

�' �	 �
��� �-���� ��#4� ��� ���� 
�  ������ �	 �
��� �-���� ��#4� ��� 
���� �  3��$� �� 
	। ���# �' �	 
�
��� �-�� ���� ������ 1�7 ��# ��) I�	� 
������ �����	�� 3Df�b ��� ��। 

������ �	 �
��� �-��� C��"���
 ������ �	 �
��� �-��� C��"���
 ������ �	 �
��� �-��� C��"���
 ������ �	 �
��� �-��� C��"���
     
Advantages of absoption costing 
������ �	 �
��� �-��� ����	 C��"� @�], 0� ��[Y�/  

e) e) e) e)     �Q� �� ��Q� �� ��Q� �� ��Q� �� �) ��# �) ) ��# �) ) ��# �) ) ��# �) (accurate product cost): ������ �	 �
��� �-���� �������� ���+ �
�`M ��� 
I�	� ��
 ����� ����� �	 <0�E ��� ���� ������ �	 ��# �	 ��� 
	। ��' ��#4� ������ �	 3�"��� 
�Q� ��� ��� ��� 
	।  

h)h)h)h)        ��� ���� �Q� � �	� ��� ���� �Q� � �	� ��� ���� �Q� � �	� ��� ���� �Q� � �	� (accurate valuation of inventories): �' �	 �
��� �-���� <0�
_ 
�������� ���+ �
�`M ��� I�	� ��
 ����� ����� ������ �	-�� ��Z�	 ���� ������ �	 ��# �	 ��� 

	, ��' ������ ��� ���� �  �Q�(��� ��" ���# ��� 
	।  
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r)r)r)r)        �Q� ��������Q� ��������Q� ��������Q� �������    (accurate report): �' �	 �
��� �-���� <0 @�+ �� ������� (financial report) 
���� ��� 
	, �� �� �G���(��� k
�� �
�����T���� �������� (generally accepted accounting 

principles) 3R���� ��� 
	। ��' ������ @�+ �� ���������
 ���(? ��
/I �$, <0��/ �� �j��$, 
�����	�E����, ��;�����-�� ���6 3�"��� �
#�0�}। 

s) s) s) s)     ������������� � � � �Q� �Q� �Q� �Q� ��� ��" ���#��� ��" ���#��� ��" ���#��� ��" ���#    (accurate pricing of product): ������ �	 �
��� �-���� <0�
_ 3�"��� 
�Q�(��� ���� ������ �) ��# �	 ��� 
	, <��
_ �' ��)� ��� �(�m ��� ���� �Q� ��� ��" ���# ��� 
��� 
	। 

������ �	 �
��� �-��� ������ �	 �
��� �-��� ������ �	 �
��� �-��� ������ �	 �
��� �-��� 3333C��"���
 C��"���
 C��"���
 C��"���
     
Disadvanatages of absoption costing  

������ �	 �
��� �-��� ����	 C��"� +��� ���; '
�� <����� 3C��"� �����$� 
	। �' �	 �
��� 
�-��� ����	 <����� 3C��"���
 ���[ ��{1 ��� 
���। 

e)e)e)e)        8��5� 3G��8��5� 3G��8��5� 3G��8��5� 3G��    ����$���$���$���$���    � �	��� �	��� �	��� �	��    3$� 3$� 3$� 3$� (unable to evaluate profitability): ������ �	 �
��� �-�� 
�������� 8��5� 3G�� �$��� � �	�� �
�	� �)। ���# �' �	 �
��� �-���� I�	� ������ 

�����)�� �� �) (product cost)-� 3Df�b ��� 
	, 0� �������� �����# 0�' <
�� �� <�� '
�� 
�����# 3������ �� +���। 

h) h) h) h)         ��-�D �
�# �
�)� �) ��-�D �
�# �
�)� �) ��-�D �
�# �
�)� �) ��-�D �
�# �
�)� �) (not supportive of decision making): <0�
_ �' �-���� I�	� ��
 
����� ����� ��� ������ �)�� �� �	 ��# ��	 3Df�b ��� 
	, ��' �' �-�� �������� ��I����� 
��-�D �
�# ��
 �� � ������� �#	�, <0��/ ���G6 �#	�, w� ��(�� ����, '�%��� <$�X '
� �
�)� �)।        

r) r) r) r)     �����D��� �����D��� �����D��� �����D��� (confusing): ������ �	 �
��� �-���� 01� ��� ������ @	 ����#� (income 

statement) ���� ���, �� 3��� <$�X' �����D��� ��
 '
��� �
�G' f�(��� ��I��� �� ��d� ���� 
C�0�E +���। �' �-���� 01� �� �������� �����# ��!�	� _���	 <��� 
	, <��$�X �������� 
8��5�� �����# <��� ���� �� 
	। ���# <0 �����# �� 3���!� +��� �� ������ ��� �� �
�`M I�	� 
������ �����	-�� 3
� ������ 1�7 �
���� �������� �.� ���X <�1���� 
	। 5�� ������ �) �
n�� 

;	� ��a; @	 ����#��� �� �� <�1����� ����# 8��5�� �����# ��- ��	, 0� �����D��� ��
 '
� 
�������� 8��5�� �����# ���	 3���d�� C�0�E ���� ��� <�	। 

s) s) s) s)     �)�)�)�)----�����#�����#�����#�����#----8��5� ���`J�# �
�	� �	8��5� ���`J�# �
�	� �	8��5� ���`J�# �
�	� �	8��5� ���`J�# �
�	� �	    (not supportive of CVP analysis): ������ �	 �
��� �-��� 
3"��� <0(��� @	 ����#��� �� �
�`M 1�7�� ��(b ��� <�1���� 
	, �� �	-�����#-8��5� ���`J�# 
�
�	� �	। ���# �	-�����#-8��5� ���`J�#� GN ��� 1�7�� I�	� ��
 ����� ����� 1�7 �
���� ��(b 
��� ��	�G�, 0� ������ �	 �
��� �-���� 3R��I�।  

����� ����� �	 �
��� �-��� C��"���
����� ����� �	 �
��� �-��� C��"���
����� ����� �	 �
��� �-��� C��"���
����� ����� �	 �
��� �-��� C��"���
 

Advantages of variable costing 
����� ����� �	 �
��� �-�� �������� 3(%D��# ��I���E�#� ���6 ��� G���	 �	 �
��� �-��। 
��I���E# ����� ���(? ��	�G��, ����J ��� ������� �#	� ��
 ��-�D �
�# '
� ��
�� ��� +����। �' 
�	 �
��� �-��� C��"��8
 ���[ �
�$�� �# ��� ��� 
���। 
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e) e) e) e)     �)�)�)�)----�����#�����#�����#�����#----8��5�8��5�8��5�8��5�    ���`J�# �
����`J�# �
����`J�# �
����`J�# �
�	�	�	�	�    (supportive of CVP analysis): ����� ����� �	 �
���-�� 3"��� 

��� 3���� �-�� @	 ����#� (income statement) �)-�����#-8��5� (cost-volume-profit) 
���`J�# �
�	�। <���� �)-�����#-8��5� ���`J�#� GN <0 "���� ��-���m ��	�G�, �� 3���� �-�� 
@	 ����#� 
�� ������ ��;	� 0�	। 

h) h) h) h)     8��5�� ��� <��� �(��8��5�� ��� <��� �(��8��5�� ��� <��� �(��8��5�� ��� <��� �(��    <�' <�' <�' <�' (no impact on profit): ����� ����� �	 �
��� �-���� ������ ��� 
���� ���-��- n6�� 8��5�� ��� '
�� <��� �(�� ��S ��। 3+ ��� 0�� 3N�N ��� ��J	 3������ �� 

+���, <0��/ �� � , (product price)  �	 ������� (cost structure), ��!) ��H# (sales mix), 
'�%���, ��
�� ������ ��� ���� �����# 0�' <
�� ��, ��!�	� ���-��-� 5�� ��
��� 8��5� ���-��- 
n�6।  

r) r) r) r)     ����� ����� ������ 1�7 ����� ����� ������ 1�7 ����� ����� ������ 1�7 ����� ����� ������ 1�7 (variable production cost): ��I���E# ��	�' ��� ���� ��� ��� 
���� ������ 1�7 ����� �����। ��c ������ �	 �
��� �-���� '
� ��0�G% �	। <���� ������ �) 
�
��� �-���� ������ �
�`M ����� ����� ��
 I�	� �)-�� ��Z�) ������ �	 ��# �) ��� 
	। 
�$�D��, ����� ����� �	 �
��� �-���� ������ �	 ��# ��	 ������ �
�`M <��� ���� I�	� �	 3Df�b 
��� 
	 �� ��"�	 ��� ��� ���� ������ 1�7 ����� ����� 
	। 

s) s) s) s)     ��0 ��� ������� �#	� ; ��-�D ��0 ��� ������� �#	� ; ��-�D ��0 ��� ������� �#	� ; ��-�D ��0 ��� ������� �#	� ; ��-�D �
�#�
�#�
�#�
�#    �
�	��
�	��
�	��
�	�    (supportive of effective planning and decision 

making):    ����� ����� �	 �
��� �-�� ��0 ��� ������� �#	� ; ��-�D �
�# ���0�E� ���(? "���� 
��-���m ��I������ �����
 ��� +���। ���� ��-����m� ��
��� �������� ��I���E# ��0 ���� 
������� �#	� ; ��-�D �
# ��� +���। <0��/ �_� 0����� I���, �_� �� �������� ��-�D �
#, 
��!	 �  ��" ���#, '�%��� <$�X ����� ����� �	 �
��� �-�� ��I������ �
�0��E�� ��� +���। 

u) u) u) u)     ��	��# �
�0��E����	��# �
�0��E����	��# �
�0��E����	��# �
�0��E��    (facilitate in controlling): ����� ����� �	 �
��� �-���� ����� @	 ����#� 
(income statement) �������� ��I����	 ��	��#� <$�X 3�"� ��0 ����। ���# ��I����	 ��	�# 

������ GN ��I���E# standard cost, flexible budget ���� ��� +���, 0� ������ ����� ����� �	 
�
��� �-�� �
�	�� ��� +���। 

v) v) v) v)     8��5� 3G�� �$��� 8��5� 3G�� �$��� 8��5� 3G�� �$��� 8��5� 3G�� �$��� ���`J�#���`J�#���`J�#���`J�#    �
�)��
�)��
�)��
�)�    (supportive of profitability analysis):    ����� ����� �	 �
��� 

�� <0 ��� ��-���m ��;	� 0�	, ��� �(�m�� ���� ����, <!���, �����	� ���(? ��(�E �� '����6� 
8��5� 3G���� �$��� �
�G' ��# �	 ��� 0�	। 

�) �) �) �)     �
G���:�
G���:�
G���:�
G���: (understandable): ����� ����� �	 �
��� �-���� <0 @	 ����#� ��� ��� 
	, ���� 
3���� �-�� @	 ����#� ��� 
	। �' @	 ����#� ��I���E�#� ���6  �' �
G <��: ��"�) ����� 
���(? ��	�G�� '
� ����(��� ��
�� ��� +���।  

����� ����� �	 �
��� �-��� ����� ����� �	 �
��� �-��� ����� ����� �	 �
��� �-��� ����� ����� �	 �
��� �-��� 3333C��"���
C��"���
C��"���
C��"���
 

Disadvanatages of variable costing 
����� ����� �	 �
��� �-��� G���	 
;	� ��a; '
�� ����	 3C��"� ��o���, 0� ��[Y�/ 
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e) e) e) e)     ¡�w# � ������ ¡�w# � ������ ¡�w# � ������ ¡�w# � ������ �) �) �) �) (inaccurate production cost): ����� ����� �	 �
��� �-���� I�	� ������ 
�����	�� ���� ������ 1�7 ��# ��	 3Df�b ��� 
	 ��। I�	� ������ �����	 �������� ���+ ������ 
G�W� 
;)� ���; '
��� ������ 1��7� 3Df�b �� ���6� 3�0��b�। ��' ����� ����� �	 �
��� 
�-���� ��#4� ���� ������ 1�7 ��� ������ 1�7 3��$� �� 
	 ��"�	 '
�� �Q��� ���	 �¢ <�1� 
<�	। 

h) h) h) h)     ¡�£b 8��5� ¡�£b 8��5� ¡�£b 8��5� ¡�£b 8��5� (inaccurate profit):    <��6 �	�� ���w# �(��� �� ��  \�(��� I�	� ��
 ����� ����� �' &' 
(��E ��(b ��� �� ��� ��� �	। @��� �������� ���-��-� 5�� ����� ����� ��	� ���R����� 
��� 
���-��- n6��, '
� �� ��$�X ��0�G% ��-; 
�� ����। ��' ����� ����� �	 �
��� �-���� ��#4� 8��5� 
¡�£b 
�� ����। 

r) r) r) r)     �� �� �� �� �
#�0�}���
#�0�}���
#�0�}���
#�0�}��    (less acceptability): �' �-���� ���� �� @	 ����#� 3(%D��# ��I���E�#� ���6 
�
#�0�} 
��; �������� ��
/I �$E�#� ���6 '
�� �
#�0�}�� <�'। <0��/ �����	�E����, 
<�	���
����, �� �j���$� ���6 �' �) �
��� �-�� �
#�0�} �	। ���# '
� �� �G���(��� k
�� 

�
�����T���� �������� (generally accepted accounting principles)-<� 3R��# ��� ��। 

s)s)s)s)        ��� ���� ¡�£b � �	� ��� ���� ¡�£b � �	� ��� ���� ¡�£b � �	� ��� ���� ¡�£b � �	� (inaccurate inventory valuation): �' �	 �
��� �-���� <0�
_ 
�������� ���+ �
�`M ��� I�	� ��
 ����� ����� ������ �	-�� ��Z�	 ���� ������ �	 ��# �	 ��� 

	 ��, ��' ������ ��� ���� �  �Q�(��� ��" ���# ��� 
	 ��।  

 mvims‡ÿc:  

������ �	 �
��� ��
 ����� ����� �	 �
��� �-�� ���� ������ �	 (manufacturing cost) ��# ��	� 
&� �(? �) �
��� �-��। ��� �' &� �
��� �-�� ��� @����� ���� �	 ��
 ���w��। ��� 
������ &� �-��' ��' ���+ ��
�� ���� ����। ��� ����� ��
���� ��=> �(?। �' &' �
��� 
�-��� ��: 3Df�b �	, ��
��, 3R�� ��������, ��-�D �
�# ���0�E���, ��� ���� �  ��" ���# ; 
8��5� ��# ��) 3��� ��+ ��% ��o���। 

������ �	 �
��� �-��� ����	 C��"� @�]। <0��/ (e) '
� �Q� �� �) ��# �) ��� +���; (h) '
� 
��� ���� �Q� �  ��# �) ��� +���; (r) '
� ���� �Q� ��� ��# �) ��� +���; ��
 (s) '
� �Q� 
@�+ �� ������� ��� ��� +���। 

������ �	 �
��� �-��� ����	 C��"� +��� ���; '
�� <����� 3C��"� �����$� 
	। <0��/ (e) '
� 
8��5� 3G�� �$��� � �	�� 3$�; (h) '
� ��-�D �
�# �
�)� �); (r) �' �-���� ��� @	 ����#� 

(income statement) �����D��� ��
 '
��� �
�G' f�(��� ��I��� �� ��d� ���� C�0�E +���; ��
 
(s) '
� �)-�����#-8��5� ���`J�# �
�	� �	। 

����� ����� �	 �
��� �-�� �������� 3(%D��# ��I���E�#� ���6 ��� G���	 �	 �
��� �-��। 
��I���E# ����� ���(? ��	�G��, ����J ��� ������� �#	� ��
 ��-�D �
�# '
� ��
�� ��� +����। 
�' �	 �
��� �-��� ����) C��"� @�]। <0��/ (e) '
� �)-�����#-8��5� ���`J�# �
�	�; (h) �' 
�-���� ������ ��� ���� ���-��- n6�� 8��5�� ��� '
�� <��� �(�� ��S ��; (r) �' �-���� ��#4� 
������ �	 ����� �����; (s) '
�  ��0 ��� ������� �#	� ; ��-�D �
�# �
�	�; (u) '
� �������� 
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��I����	 ��	��#� <$�X 3�"� ��0 ����; (v) '
� ����, <!���, �����	� ���(? ��(�E �� '����6� 
8��5� 3G���� �$��� ���`J�# �
�)�; ��
 (�) '
� ��I���E�#� ���6  �' �
G���:। 

����� ����� �	 �
��� �-��� G���	 
;	� ��a; '
�� ����	 3C��"� ��o���। <0��/ (e) I�	� 
������ �����	 �������� ���+ ������ G�W� 
;)� ���; '
��� ������ 1��7� 3Df�b �� ���) ��#4� 
������ �) ¡�w# � 
�� ����; (h) <��6 �	�� ���w# �(��� I�	� ��
 ����� ����� �' &' (��E ��(b ��� 
�� ��� ��� �	 ��"�) �' �	 �
��� �-���� ��#4� 8��5� ¡�£b 
�� ����; (r) '
� �� �G���(��� k
�� 

�
�����T���� �������� (generally accepted accounting principles)-<� 3R��# ��� �� ��"�) 
�������� ��
/I �$E�#� ���6 '
�� �
#�0�}�� <�'; (s) �' �-���� ������ ��� ���� �  
�Q�(��� ��" ���# ��� 
	 ��।  
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 ��������������������� �	 �
��� ��
 ����� ����� �	 �
��� �
!�D E��#��� ��F� ; ���"��� �	 �
��� ��
 ����� ����� �	 �
��� �
!�D E��#��� ��F� ; ���"��� �	 �
��� ��
 ����� ����� �	 �
��� �
!�D E��#��� ��F� ; ���"��� �	 �
��� ��
 ����� ����� �	 �
��� �
!�D E��#��� ��F� ; ���"�� 
 Problems and solutions relating to absorption costing and variable costing 
 

 
D‡Ïk¨ 

 

G cvV †k‡l Avcwb-  

• ������ �	 �
��� ��
 ����� ����� �	 �
��� �
!�D ���(? "���� ��F�� ���"�� ���� ������।    
 

������������������������    �	�	�	�	    �
����
����
����
���    ��
��
��
��
    ����� ���������� ���������� ���������� �����    �	�	�	�	    �
����
����
����
���    �
!�D ���"���
 E��#��� �
!�D ���"���
 E��#��� �
!�D ���"���
 E��#��� �
!�D ���"���
 E��#��� ��F���F���F���F�    
Mathematical problems with solutions related to absorption costing and variable costing 

Exercise 1: 

Hawler Company produces and sells a single item. During the first year of operation, the 

following expenses were:  

Variable costs per unit: TK. 

 Manufacturing:  

    Direct materials  6 

    Direct labor  9 

    Variable manufacturing overhead  3 

Variable selling and administrative overhead 4 

Fixed costs per year:  

 Fixed manufacturing overhead 300,000 

 Fixed selling and administrative overhead 190,000 

The company produced 25,000 units and sold 20,000 units during the year. The company's 

product is priced at TK. 50 per unit. 

Required: 

a) Assume that the company employs absorption costing: 

(i) Calculate per unit cost of the product. 

(ii) Construct a year-end income statement. 

b) Assume that the company employs variable costing: 

(i) Calculate the unit product cost. 

(ii) Construct a year-end income statement. (Adapted from Managerial Accounting, 13th 

edition, by Garrison, Noreen, and Brewer) 

Solution 

a(i) The unit product cost under absorption costing is as follows: 

 TK. 

Direct materials 6 

Direct labor 9 

Variable manufacturing overhead 3 

cvV-7.5 
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Total variable costs 18 

Fixed manufacturing overhead  

              (TK.300,000 ÷ 25,000 units)  

 

12 

Absorption costing unit product cost 30 

a(ii)  

Hawler Company 

Income statement under absorption costing 

For the year ended…………………. 

  TK. TK. 

 Sales (20,000 units × TK. 50 per unit)  1,000,000 

Less) Cost of goods sold (Note 1)  600,000 

= Gross margin  400,000 

Less) Selling and administrative expenses   

 Fixed 190,000  

 Variable (20,000 units × TK. 4 per unit) 80,000 270,000 

= Net operating income  130,000 

Note 1: Calculation of cost of goods sold: 

 Cost of opening inventories  TK. 0 

Add) Manufacturing cost for the period  

                      (25,000 units × TK. 30 per unit) 

 

750,000 

Less) Cost of closing inventories  

(5,000 units of closing inventories × TK. 30 per unit) 

 

150,000 

= Cost of goods sold 600,000 

b(i) The unit product cost under variable costing is as follows: 

 TK. 

Direct materials 6 

Direct labor 9 

Variable manufacturing overhead 3 

Variable costing unit product cost 18 

b(ii)  

Hawler Company 

Income statement under variable costing 

For the year ended…………………. 

  TK. TK. 

 Sales (20,000 units × TK. 50 per unit)  1,000,000 

Less) Variable expenses:   

      Variable cost of goods sold (Note 2) 360,000  

      Variable selling and administrative expense 80,000 440,000 

= Contribution margin  560,000 
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Less) Fixed expenses:   

      Fixed manufacturing overhead 300,000  

      Fixed selling and administrative expense 190,000 490,000 

= Net operating income  70,000 

Note 2: Calculation of cost of goods sold: 

 Cost of opening inventories  TK. 0 

Add) Manufacturing cost for the period  

                      (25,000 units × TK. 18 per unit) 

 

450,000 

Less) Cost of closing inventories  

(5,000 units of closing inventories × TK. 18 per unit) 

 

90,000 

= Cost of goods sold 360,000 

Exercise 2: 

The first year of MKT Company's operations has just come to a close. The following is the 

company's annual absorption costing income statement: 

MKT Company 

Income Statement under absorption costing 

 TK. 

Sales (35,000 units × TK. 25 per unit) 875,000 

Cost of goods sold (35,000 units × TK. 16 per 

unit)  

(560,000) 

Gross margin  315,000 

Selling and administrative expenses  (280,000) 

Net operating income  35,000 

Selling and administrative expenses for the company total TK. 210,000 per year in fixed 

expenses and TK. 2 per unit sold in variable expenses. The above-mentioned TK. 16 per unit 

product cost is calculated as follows: 

 TK. 

Direct materials  5 

Direct labor 6 

Variable manufacturing overhead  1 

Fixed manufacturing overhead  

(TK. 160,000 ÷ 40,000 units)  

 

4 

Absorption costing unit product cost  16 

Required: 

a) Construct the income statement for the company in the contribution format, using 

variable costing. 

b) Reconcile any differences in net operating income between your variable costing 

income statement and the absorption costing income statement above. (Adapted from 

Managerial Accounting, 13th edition, by Garrison, Noreen, and Brewer) 
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Solution 

a) 

MKT Company 

Contribution format income statement under variable costing 

For the year ended…………………. 

  TK. TK. 

 Sales (35,000 units × TK. 25 per unit)  875,000 

Less) Variable expenses:   

      Variable cost of goods sold (Note 1) 420,000  

      Variable selling and administrative expense 

          (35,000 units × TK. 2 per unit) 

 

70,000 

 

490,000 

= Contribution margin  385,000 

Less) Fixed expenses:   

      Fixed manufacturing overhead 160,000  

      Fixed selling and administrative expense 210,000 370,000 

= Net operating income  15,000 

Note 1: Calculation of cost of goods sold: 

 Cost of opening inventories  TK. 0 

Add) Manufacturing cost for the period  

                      (40,000 units × TK. 12 per unit- Note 2) 

 

480,000 

Less) Cost of closing inventories  

(5,000 units of closing inventories × TK. 12 per unit) 

 

60,000 

= Cost of goods sold 420,000 

 

Note 2: Calculation of per unit product cost under variable costing: 

 TK. 

Direct materials  5 

Direct labor 6 

Variable manufacturing overhead  1 

Variable costing unit product cost  12 

b) 

The reconciliation of the variable and absorption costing net operating income is given below: 

  TK. 

 Variable costing net operating income 15,000 

Add) Part of fixed manufacturing overheads carried in closing inventories 

under absorption costing (5,000 units of closing inventories × TK. 4 

per unit fixed manufacturing overhead) 

 

 

20,000 

= Absorption costing net operating income 35,000 
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Exercise 3: 

Monson Incororation sells only one product: a handmade specialty barbecue grill for TK. 210. 

The following information pertains to last year's operations: 

Units in beginning inventory  0 

Units produced 20,000 

Units sold  19,000 

Units in ending inventory  1,000 

   

Variable costs per unit: TK. 

 Direct materials  50 

 Direct labor  80 

 Variable manufacturing overhead 20 

 Variable selling and administrative 10 

 Total variable cost per unit  160 

   

Fixed costs:  

 Fixed manufacturing overhead 700,000 

 Fixed selling and administrative  285,000 

 Total fixed costs  985,000 

Required: 

a) Assume that the company employs variable costing. Calcuate the unit product cost for 

one barbecue grill. 

b) Assume that the company employs variable costing. Construct a year-end income 

statement in contribution format.  

c) How many barbecue grills must be sold for the business to break even? (Adapted from 

Managerial Accounting, 13th edition, by Garrison, Noreen, and Brewer) 

Solution 

a) Calculation of per unit product cost under variable costing: 

 TK. 

Direct materials  50 

Direct labor 80 

Variable manufacturing overhead  20 

Variable costing unit product cost  150 

 

b)  

Monson Incororation 

Contribution format income statement under variable costing 

For the year ended…………………. 

  TK. TK. 

 Sales (19,000 units × TK. 210 per unit)  3,990,000 
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Less) Variable expenses:   

      Variable cost of goods sold (Note) 2,850,000  

      Variable selling and administrative expense 

          (19,000 units × TK. 10 per unit) 

 

190,000 

 

3,040,000 

= Contribution margin  950,000 

Less) Fixed expenses:   

      Fixed manufacturing overhead 700,000  

      Fixed selling and administrative expense 285,000 985,000 

= Net operating loss  (35,000) 

Note: Calculation of cost of goods sold: 

 Cost of opening inventories  TK. 0 

Add) Manufacturing cost for the period  

                      (20,000 units × TK. 150 per unit- Note 2) 

 

30,00,000 

Less) Cost of closing inventories  

(1,000 units of closing inventories × TK. 150 per unit) 

 

150,000 

= Cost of goods sold 2,850,000 

 

c) Break-even sales in units =  

Here, total fixed expenses =  

     Fixed manufacturing overhead 700,000 

     Fixed selling and administrative expense 285,000 

 985,000 

 

Unit contribution margin = Total contribution margin ÷ total units sold 

    TK. 950,000 ÷ 19,000 = TK. 50 per unit 

    

Therefore, break-even sales in units =  = 19,700 units 

 

Exercise 4: 

ABC Inccorporation manufactures wallets. Information for the financial year ended 31 

December 2021 is given below. 

Units in opening inventories 3,000 

Units produced during the year 22,000 

Units in closing inventories 4,000 

The following costs incurred for the period. 

Direct materials  TK. 16,100 

Direct labor  22,000 
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Variable manufacturing overheads  11,000 

Fixed manufacturing overheads  13,200 

Total manufacturing cost  62,300 

Variable selling & administrative expenses 4,400 

Fixed selling & administrative expenses 10,000 

  

With fixed manufacturing overhead of TK.1,500, the total cost of opening inventories is TK. 

7,500. The wallets are available for TK. 4.5 each. 

Required: 

Calculate absorption costing net income and reconcile it with variable costing net income, 

which comes out to TK. 20,727. (Adapted from Managerial Accounting, 13th edition, by 

Garrison, Noreen, and Brewer) 

Solution  

ABC Incorporation 

Income Statement under the absorption costing 

For the year ended 31st December 2021 

 TK. TK. 

Sales (21,000 units × TK. 4.50 per unit) (Note 1)  94,500 

Less) Cost of goods sold (Note 2)  58,473 

                                         Gross profit/margin  36,027 

Less) Selling and administrative expenses   

          Fixed 10,000  

          Variable  4,400 14,400 

                          Net operating profit/income  21,627 

 

The reconciliation of the variable and absorption costing net operating income is given felow: 

  TK. 

 Variable costing net operating income 20,727 

Add) Part of fixed manufacturing overheads carried in closing inventories 

under absorption costing (4,000 units of closing inventories × TK. 0.60 

per unit fixed manufacturing overhead) 

 

 

2,400 

Less) Part of fixed manufacturing overheads in opening inventories (3,000 

units of opening inventories × TK. 0.50 per unit fixed manufacturing 

overhead) 

 

 

1,500 

= Absorption costing net operating income 21,627 
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Note 1: Calculation of units sold: 

 Units in opening inventories 3,000 

Add) Units produced during the year 22,000 

Less) Units in closing inventories 4,000 

= Units sold during the year 21,000 

Note 2: Calculation of cost of goods sold: 

 Cost of opening inventories  TK.  7,500 

Add) Manufacturing cost for the period  62,300 

Less) Cost of closing inventories  

(TK. 62,300 manufacturing costs ÷ 22,000 units of total 

production) × 4,000 units of closing inventories) 

 

 

11,327 

= Cost of goods sold 58,473 

 

Note 3: Calculation of per unit fixed manufacturing overhead:  

Total fixed overheads for the year   = TK. 13,200 

Total number of production for the year = 22,000 units 

Therefore, per unit fixed manufacturing overhead = TK. 13,200 ÷ 22,000 units = TK. 0.60 

Note 4: Calculation of per unit fixed manufacturing overhead included in the opening 

inventories: 

Total fixed overheads included in the opening inventories  = TK. 1,500 

Total number of opening inventories    = 3000 units 

Therefore, per unit fixed manufacturing overhead included in the opening inventories = 

TK. 1,500 ÷ 3,000 units = TK. 0.50 
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BDwbU g~j¨vqb  

 

1. �� �	 ���� �� ^U�	? (What is meant by product cost?) 

2. ����� �	 ���� �� ^U�	? (What is meant by period cost?) 

3. �� �	 ��
 ����� �	-�� ��: ��o��� ��+ ��%��
 �# ��� �¥�। (Describe the differences between 

product cost and period cost.) 

4. ������ �����	 ���� �� ^U�	? ������ �����	-�� <H#���(�E @���7�� �¥�? (What is meant by 

production overhead? Discuss the classification of production overhead.) 

5. ������ �) �
��� ���� �� ^U�	?  ������ �	 �
��� �-���� �� �	 ��
 ����� �	 ��# �	 �-�� �# ��� 
�¥�। (What is meant by absorption costing. State the calculation procedure of product cost 

and period cost under absorption costing.) 

6. ����� ����� �	 �
��� ���� �� <��U�	? ����� ����� �	 �
��� �-���� �� �	 ��
 ����� �	 ��# �	 
�-�� �# ��� �¥�। (What is meant by variable costing. State the calculation procedure of 

product cost and period cost under variable costing.) 

7. I�	� ������ �����)�� ������ �	 c×wZ‡Z cb¨ e¨‡q ��
 ����� ����� �	 �
��� �-��‡Z ����� e¨q 
�
���� ���E�#� ���� <0��b��� ��d� �¥�। (Explain the rationality of the inclusion of fixed 

production overhead in the product cost under absorption costing and in the period cost 

under variable costing.) 

8. ������ �	 �
��� �-���� ��|� @	 ����#�� ��� �#��� �# ��� �¥�। (State the preparation 

procedure of income statement under absorption costing.)  

9. ����� ����� �	 �
��� �-���� ��|� @	 ����#�� ��� �#��� �# ��� �¥�। (State the preparation 

procedure of income statement under variable costing.)  

10. ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��#4� 8��5�-�� ��Z	 �-�� �# ��� �¥�। (State 

the reconciliation method of profits calculated under absorption costing and variable 

costing.) 

11. ������ �	 �
��� ��
 ����� ����� �	 �
��� �-���� ��#4� 8��5�-�� ��: ��"�� +���� ���# ��d� 
�¥�। (Explain the reasons for having differences in profits calculated under absorption 

costing and variable costing. ) 

12. ������ �	 �
��� ��
 ����� ����� �	 �
���-�� ��: ��o��� ��+ ��%��
 �# ��� �¥�। (Describe the 

differences between absorption costing and variable costing.) 

13. ������ �) �
��� �-��� C��"� ; 3C��"���
 �# ��� �¥�। (State the advanatges and 

disadvantages of absorption costing.) 
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14. ����� ����� �	 �
��� �-��� C��"� ��
 3C��"���
 �# ��� �¥�। (State the advanatges and 

disadvantages of variable costing.) 

15. Jahid Company produces and sells a single product. The following expenses were incurred in 

the first year of business:  

Variable costs per unit: TK. 

 Manufacturing:  

    Direct materials  8 

    Direct labor  11 

    Variable manufacturing overhead  5 

Variable selling and administrative overhead 5 

Fixed costs per year:  

 Fixed manufacturing overhead 400,000 

 Fixed selling and administrative 200,000 

The company produced 30,000 units during the year and sold 25,000 units. The product sold by 

the company is priced at TK. 70 per unit. 

Required: 

a) Assume that the company employs absorption costing: 

(i) Calculate the unit product cost. 

(ii) Prepare a year-end income statement. 

b) Assume that the company employs variable costing: 

(i) Calculate the unit product cost. 

(ii) Prepare a year-end income statement. (Adapted from Managerial Accounting, 13th 

edition, by Garrison, Noreen, and Brewer)  

 

ev. Recently, Alpha Company finished its first year of operations. The following is the company's 

annual absorption costing income statement: 

Alpha Company 

Income Statement under absoption costing 

 TK. 

Sales (30,000 units × TK. 35 per unit) 1050,000 

Cost of goods sold (30,000 units × TK. 20 per 

unit)  

(600,000) 

Gross margin  450,000 

Selling and administrative expenses  (300,000) 

Net operating income  150,000 
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The company's selling and administrative expenses total TK. 300,000 per year, with variable 

expenses of TK. 5 per unit sold. The above-mentioned TK. 20 per unit product cost is calculated 

as follows: 

 TK. 

Direct materials  6 

Direct labor 6 

Variable manufacturing overhead  2 

Fixed manufacturing overhead  

(TK. 240,000 ÷ 40,000 units)  

 

6 

Absorption costing unit product cost  20 

Required: 

a) Prepare company’s income statement in the contribution format. 

b) Reconcile any difference between the net operating income on your variable costing 

income statement and the net operating income on the absorption costing income 

statement above. (Adapted from Managerial Accounting, 13th edition, by Garrison, 

Noreen, and Brewer) 

১৭.  Hyke Incororation produces a single product—a handmade specialty barbecue grill that it 

sells for TK. 300. Data for last year’s operations follow: 

Units in beginning inventory  0 

Units produced 30,000 

Units sold  25,000 

Units in ending inventory  5,000 

   

Variable costs per unit: TK. 

 Direct materials  60 

 Direct labor  70 

 Variable manufacturing overhead 30 

 Variable selling and administrative 20 

 Total variable cost per unit  180 

   

Fixed costs:  

 Fixed manufacturing overhead 800,000 

 Fixed selling and administrative overhead 290,000 

 Total fixed costs  1090,000 
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Required: 

a) Assume that the company employs variable costing. Calculate the unit product cost for 

one barbecue grill. 

b) Assume that the company employs variable costing. Prepare a year-end contribution 

format income statement.  

c) What number of barbecue grills must be sold before the business break even? (Adapted 

from Managerial Accounting, 13th edition, by Garrison, Noreen, and Brewer) 

১৮. XYZ Inccorporation manufactures wallets. Information for the financial year ended 31 

December 2020 is given below. 

Units in opening inventories 2,000 

Units produced during the year 24,000 

Units in closing inventories 5,000 

The following costs incurred for the period. 

Direct materials  TK.18,000 

Direct labor  23,000 

Variable manufacturing overheads  13,000 

Fixed manufacturing overheads  15,000 

Total manufacturing cost  69,000 

Variable selling & administrative expenses 5,000 

Fixed selling & administrative expenses 12,000 

The total cost of opening inventories is TK. 10,500, with a fixed manufacturing overhead of TK. 

2,500. The wallets are available for purchase of TK.  6.0. 

Required: 

a) Calculate per unit product cost and net income for the year using absorption costing. 

b) Calculate per unit product cost and net income for the year using variable costing. 

c) Reconcile the variable costing and absorption costing net operating incomes. (Adapted 

from Managerial Accounting, 13th edition, by Garrison, Noreen, and Brewer) 

 

 

 

   


