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Format and Q1
1.

2.

3.

4.

Environmental Prevention Costs: Those costs associated with preventing adverse environmental
impacts. Examples include
a.

Evaluating and picking pollution control equipment

b.

Creating environmental policies

c.

Environmentally driven R & D /

d.

Site and feasibility studies

e.

Investment in protective equipment

f.

Recycling Products

g.

Committees formed for Conservation and Certification Cost

Environmental Appraisal Costs: The cost of activities executed to determine whether products, processes
& activities are in compliance with environmental standards, policies and laws. Examples include
a.

Monitoring, testing, inspection and reporting

b.

Improved systems and checks in order to prevent fines/ penalties

c.

Regulatory compliances

d.

Performing contamination tests

e.

Audit of environmental activities

Environmental Internal Failure Costs: Costs incurred from activities that have been produced but not
discharged into the environment although discharged in the factory. Examples include
1.

Recycling scrap

2.

Disposing of toxic material

3.

Back end costs such as decommissioning costs on project completion

Environmental External Failure Costs: Costs incurred on activities performed after discharging waste into
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the environment. These costs have an adverse impact on the organisation's reputation and natural
resources. Examples include
1.

Cleaning up contaminated soil.

2.

Restoring land to its natural state

3.

Penalties paid

Q2 / Category - Classwork / Star Rating -

⭐⭐⭐

1.

RTP - May 2021

2.

Do the classification based on the four heads

3.

Equipment cost is a one-time capital cost. It has been written off in this year only.

4.

See the term PUT to USE cost and ONBOARD COST. This latest machine that saves the environment costs
Rs. 77.25 crores (put to use cost)including Rs. 0.65 crores of installation. The normal machine costs Rs. 76.2
crores (onboard cost). So extra cost due to us purchasing this new machine is 77.25 - 0.65 - 76.2 crores = 40
lakhs

5.

Scrap recycling should be divided into the ratio of scrap generated.

6.

In evaluation, we say how the company has been able to reduce its environmental-related cost. It is
spending more on prevention costs and hence internal failure costs have started to reduce. A lot of extra
costs is a result of purchasing a premium version of the plant. It has been completely recognised in this
year, although this will have a benefit over the next few years. Moreover, company efforts are seen as the
amount out of scrap generated is falling as can be seen from the data.

Q3 / Category - Classwork / Star Rating -

⭐⭐⭐

1.

RTP - May 2022

2.

It is the same as the previous question except that a few more expenses have come.

3.

To comment, a student can compute costs as a percentage of total cost or as a percentage of turnover.
Anything is fine.

4.

Do remember, recycling scrap is an internal failure cost and recycling products are part of the prevention
cost.

5.

Penalties paid are part of external failure costs.

6.

Give maximum break up of the costs.

7.

Committees' cost and certification costs are part of prevention costs.
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