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ICAI < skill level, 244 d-ll i€ sub-skill. 121 3 d A &.

ust S2efl oL 5 © — L marks A AL A2 526 dRgAL YBLE &, 21 CiA-L

VLR,

3. Manner of Assessment — €38 Sl2LeU I WIRA Q] HIdL &

ICAI 215 Skill Assessment Specification Grid UsL(RUd 52 €. dHi AL skill levels TsRUARL 9, 4 2 % grid
-\l Manner of Assessment of Skills 2d®{H{ €25 level - ¢l AU SlACUL AR5 aARlAR] 8. A o ©
SIRIUL AL YeisHi Aleld] band headings ©.

sleten sy

SEUR?)

Remembering Level |

Understanding  Level |

Application Level Il
Analysis Level Il
Evaluation Level llI
Synthesis Level Il

a

Uats Rl Wi g s:udadl HIdl 8

o3 Qlul 891 d-l GRIeR 2 % 3uHi §3 Y
5 9 3uMi vl dl.

AHewtdl 24 Aeelui Ysl — oldidl §
(a3l © ddl $1 &, 2 il ussl dlg

0.

RIS, concept § technique -l Gudial
52U 21Ul 53 oldicll. sum G5l

LA &Il URRUR AGiel dURAL,
YA SREQL Yl oAl 244 Adl yYRudl el
g S8 ([l 2sidl 2us.

AU ASRA A dHRL (Gdsedl 1S
(ol Yell ustadl.

st A HUSAA oS, 244 S1H- did-
(Gi-ios3R02ll 4@ 53U

s directive verbs UR 92 Avidl

Define - List - State - Name - Enumerate -
Recognise

Describe - Explain - Distinguish - Identify -
Illustrate - Outline

Apply - Calculate - Determine - Prepare -
Reconcile - Record - Perform - Use - Conduct -
Demonstrate

Analyse - Discuss - Compare and Contrast -
Examine - Develop - Monitor - Prioritise -
Produce - Align - Communicate

Advise - Evaluate - Recommend - Review -
Select - Assess

Synthesis H12 ICAI S18 verb tiug ~til.

ICAI uld Application 241 Analysis -l verbs ¢l AL UEIAHT 91U 8, led 441 [Aeiles- Institute o
Uldlld €. Level | 244 Level Il HI2 d i8-2s AdYsd ALEl o 91U © — 2i2d Remembering i
Understanding <22+, d2il Evaluation 244 Synthesis d22i-{l 2uil ICAI -l manner of assessment
cloll eql U ALEURE 8, 18 usiLRld verb A€l UR el

CA Intermediate o Heuis 1At Level | 24 Level Il U2 214 € — Evaluation 24 Synthesis Final 2{l
A3 AL 8. AL YUK ol 518 U evaluation -l GUNHT dWRdl 8, Ui slaled A o glldR] & o3 ust
diAdi e 9, uBl level tag Level 11 % & € — ] 9 [evel Bl U 4L TUR BUR USRI 9.
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Ui 2L iRl AL YResi-l €25 dl (Ao o ulets vRuR Yesll 8, 12 Scanner -t 533 adilgd
usidl (2026 October Edition, V6) Hi d-il (SA1 UHIQL sHHI YSRI 8 — oigd] 15 Units 4 Hadld — i
420\ coverage UR drl A, B 5 C 2lRQ{l 24w 8. 1Rl A (51 1-19) clell ad{lgd UL uSel 60% A
A2 8: BellQl HUES 50% wlael, o3 (Aguell A-(anul uR Y uss oididl d 8 d 24 Hugsall uwe 2idR
BGUR 2 8. ARl B (1 20-31) U\ 15% BHR & i coverage - €42 75% Yell A ow &© —
AHU HA ol 2 ueL 5. AR € ($H 32-100) GllSlHL 25% 6: s dioll Yeas), oaHiall marks stacid
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£
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K # el | uswel (v (&R Al Ui
: 1 A Activity Based Costing (G 4: ABC Al cucsl Gudldll [Practical 6.6% 6.6% 89
z Applications of ABC]
2
2
2 A Cost Sheet (e~ 2: Cost Sheet/Statement 5.8% 12.4% 96
3 A Cost Accounting Systems (Ao 3: Cost 4 Financial Accounts 51%  17.4% 105

Reconciliation [Reconciliation of Cost and
Financial Accounts]

4 A Marginal Costing (G4 7: Decision Making Mi CVP Analysis (1 5.1% 225% 182
BulaL [Application of CVP Analysis in
Decision Making]
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5 A Budgets 24 Budgetary Control (e 5: Capacity & Flexibility -l 241612 4.3% 26.8% 194
QOHSQQL [Classification on the Basis of
Capacity or Flexibility]

£
o

s 6 A Material Cost (e 6: Quantitative Levels S| 5204 3.6% 30.4% 41
-rzs Inventory Control [Inventory Control by

2 Setting Quantitative Levels]

; 7 A Employee Cost 211 Direct (cu 8: Wage Payment 244 Incentives -l 3.6% 34.0% 62
§ Expenses Ueg (Al (Premium Bonus Method) [Systems

of Wage Payment and Incentives (Premium
Bonus Method)]

8 A Process 244 Operation Costing (G 4: Work-in-Progress o yedlis- 3.4% 37.3% 129
[Valuation of Work-in-Progress]

9 A Joint Products 241 By Products (G 2: Joint Products UR Joint Cost 3.2% 40.5% 136
Apportionment Al ug(?t:b{\l [Methods of
Apportionment of Joint Cost to Joint
Products]
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10 A Process ¥+ Operation Costing (e 3: Normal loss, abnormal loss 244 2.6% 43.2% 127
abnormal gain  treatment [Treatment of
Normal, Abnormal Loss and Abnormal Gain]
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1 A Service Costing (A~ 4: Transport Services 4 Costing 2.6% 45.8% 146
[Costing of Transport Services]

12 A Marginal Costing (e 4: Break-Even Analysis -l Ugg[ci:Al 2.6% 48.4% 177
E [Methods of Break-Even Analysis]
B 13 A Employee Cost 4 Direct (e 11: Employee (Labour) Turnover 2.3% 50.7% 66
S Expenses
E 14 A Overheads — Absorption Costing  [dw 3: Overheads -l d&6R{l-l steps [Steps 1.9% 52.5% 72
: Method for Distribution of Overheads]
S

15 A Overheads — Absorption Costing (A 5: Overhead Rates -l USR [Types of 1.9% 54.4% 75

Method Overhead Rates]

E
) N 3
° 16 A Unit 24 Batch Costing (e 4: Batch Costing Mi costing -l uut 1.7% 56.1% 114
3 [Costing Procedure in Batch Costing]
= 17 A Job Costing (e 1: Job Costing 1.7% 57.8% 121
: 18 A Standard Costing (@ 5: Material Variance 1.7%  59.5% 163
S

19 A Costand Management (A 13: Costs o @{s2WL [Classification of 1.5%  61.0% 30

Accounting -l WRux Costs]
E
) A
° 20 B Joint Products 241 By Products (e 3: By Products UR Joint Cost 1.5% 62.5% 139
s Apportionment -l U (24l [Methods of
E Apportionment of Joint Cost to By Products]
E 21 B Standard Costing (et 7: Overhead Variance 1.5% 64.0% 167
z
z
2 22 B  Standard Costing (e 8: 2is(Ed usdl [Comprehensive 1.5% 65.5% 169
Questions]

£ 23 B Cost and Management (@MU 11: Responsibility Centres 1.3% 66.8% 27
o Accounting -l WRuY
= 24 B Overheads — Absorption Costing [y 11: is(€dt Ul [Comprehensive 1.3% 68.1% 84
g Method Questions]
é 25 B Unit 214 Batch Costing (G 5: Economic Batch Quantity (EBQ) 1.1% 69.2% 117
S

26 B Service Costing (A~ 8: Toll Roads < Costing [Costing of Toll 1.1% 70.4% 152

Roads]

E
o A B .
K 27 B Budgets 21+ Budgetary Control (e 4: Budget Il AU\ [Preparation of 1.1% 71.5% 192
= Budget]
= 28 B Cost and Management (e 14: Costing | ugldAl [Methods of 0.9% 72.4% 32
S Accounting -l A Costing]
z
z .
H 29 B Overheads — Absorption Costing [ 6: Cost Accounting i under-absorbed 0.9% 73.4% 78
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E # el | us:wel (G~ (&R0 Al Ui
§ Method 21 over-absorbed overheads < treatment
© [Treatment of Under-Absorbed and Over-
< Absorbed Overheads in Cost Accounting]
é 30 B Cost Accounting Systems (& 1: Non Integrated Accounting System 0.9% 74.3% 101
z

31 B Cost Accounting Systems (e 2: Integrated (Or Integral) Accounting 0.9% 75.2% 103

System

£
o
K 32 C Marginal Costing (e 5: Margin of Safety 0.9% 76.2% 180
5 33 C  Costand Management (& 2: Cost Accounting AL gl 0.8% 76.9% 17
E Accounting -l uRx [Objectives of Cost Accounting]
: 34 C  Material Cost (G 9: Relative Classifications il 412 0.8% 77.7% 45
z

Inventory Control [Inventory Control on the
basis of Relative Classifications]

£ 35 C Material Cost (e 14: Materials -1l normal 244 abnormal 0.8% 78.4% 52

9 loss :1 treatment [Treatment of Normal and

3 Abnormal Loss of Materials]

E 36 C Employee Cost 21 Direct (e~ 4: 1dle Time 0.8% 79.2% 57

° Expenses

:

= 37 o Employee Cost 24 Direct (e 5: Overtime 0.8% 79.9% 59
Expenses

£ 38 c Standard Costing (e 6: Labour Variance 0.8% 80.7% 165

o

s 39 (o Budgets 244 Budgetary Control (e 3: Budgetary Control 0.8% 81.4% 191

: 40 C  Budgets 2+ Budgetary Control (e 9: Budget Ratio 0.8% 82.2% 201

: 41 C  Material Cost (A~ 10: Ratio Analysis L GudlaL [Using 0.6%  827% 47

2 Ratio Analysis]

-i treatment [Treatment of By Products Cost
in Cost Accounting]

42 C Material Cost (AU 12: Material Issues -i 11@-&3-[ 0.6% 83.3% 49
£ [Valuation of Material Issues]
o
E 43 C Overheads — Absorption Costing (v 9: Capacity Aoi(Eld concepts [Concepts 0.6% 83.9% 81
< Method Related to Capacity]
E 44 C Joint Products 241 By Products (e 4: Cost Accounting Hi By Products Cost 0.6% 84.4% 141
z
z
z

Management Accounting]

45 C  Service Costing (A 5: Hotels 244 Lodges o Costing [Costing ~ 0.6% 85.0% 149
£ of Hotels and Lodges]
o
§ 46 C Budgets 44 Budgetary Control (e 7: Zero Based Budgeting (ZBB) 0.6% 85.6% 199
= 47 C  Costand Management (A 6: Cost and Management Accounting 0.4% 85.9% 21
S Accounting -l uRA Al Gulatsdl [Users of Cost and
z
z
z
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E # el | us:wel (G~ (&R0 Al Ui
§ 48 C Cost and Management (e 9: Information Technology (IT) -l 0.4% 86.3% 24
5 Accounting -l R GulaL A Cost Accounting [Cost
= Accounting with the use of Information
b Technology (IT)]
z
z
2 49 C Cost and Management (e 10: Cost Objects 0.4% 86.7% 26
Accounting -l WRux

E 50 C  Material Cost (Gt 2: Materials -l wRle U5l [Materials 0.4%  87.1% 37
o Procurement Procedure]
E 51 C Material Cost (e 3: Materials Receipt 'i Jic-ui{ﬁ 0.4% 87.4% 38
E [Valuation of Materials Receipt]
é 52 © Material Cost (@M 8: Just in Time (JIT) Inventory 0.4% 87.8% 44
2 Management

53 C Employee Cost 21 Direct (Cu 3: Attendance 244 Payroll -l u(Bui4l 0.4% 88.2% 56
£ Expenses [Attendance and Payroll Procedures]
o
5 54 C Employee Cost 24 Direct (e 10: Efficiency Rating -1l wEuAl 0.4% 88.6% 65
E Expenses [Efficiency Rating Procedures]
S 55 C Overheads — Absorption Costing (& 4: (A4 Products § Jobs UR Overheads 0.4% 88.9% 74
: Method Al Absorption -l Ug(d4l [Methods of
2 Absorbing Overheads to Various Products or

Jobs]

£ 56 C Overheads — Absorption Costing (& 8: Selling and Distribution Overheads < 0.4% 89.3% 80
3 Method Accounting 241 Control [Accounting and
§ Control of Selling and Distribution
E Overheads]
S 57 C Activity Based Costing (G 5: ABC L cleisst [Stages in ABC] 0.4% 89.7% 93
z
2 b . b . NN
z 58 C Unit 24 Batch Costing (e 6: Job 214 Batch Costing <221 dsldd 0.4% 90.1% 119

[Difference between Job and Batch Costing]

£ 59 c Process -l Operation Costing (G 5: Inter Process Profit 0.4% 90.4% 132
o
s 60 C  Joint Products 244 By Products (e 1: Joint Products 244 By Products -l 0.4% 90.8% 135
: 2] [Meaning of Joint and By Products]
E 61 C  Service Costing (& 6: Hospitals 4 Costing [Costing of 0.4% 91.2% 150
: Hospitals]
z

62 c Service Costing (A 9: 2led(Sls ARl Costing [Costing of  0.4% 91.6% 154

Educational Institutions]

63 C  Service Costing (& 11: Financial Institutions i Costing 0.4% 91.9% 156
[Costing in Financial Institutions]

64 © Service Costing (e 12: Power Houses HI2 Costing [Costing 0.4% 92.3% 157
For Power Houses]

www.scanneradda.com
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E # el | us:wel (G~ (&R0 Al Ui
§ 2lst [Advantages and Criticism of Standard

® Costing]

b 66 C Marginal Costing (v 2: Marginal Costing -l Q&L N 0.4% 93.1% 175
z

z

z

WUl [Advantages and Limitations of
Marginal Costing]

67 (o Marginal Costing (e 3: Cost-Volume-Profit (CVP) Analysis 0.4% 93.4% 176
£
o
x 68 C  Marginal Costing (A~ 8: Marginal 4 Absorption Costing 0.4%  93.8% 186
< QR ¢l [Distinction Between Marginal
E and Absorption Costing]
a 69 C  Budgets 2+ Budgetary Control (e 8: Performance Budgeting (PB) 0.4% 94.2% 200
z
z
2 70 C Cost and Management (G 3: Cost Accounting Al Ui [Scope of 0.2% 94.4% 18

Accounting Al uRau Cost Accounting]

3 71 c Cost and Management (e 4: Cost and Management Accounting 0.2% 94.6% 19
2 Accounting -l R Al - RAci(Edd [QaurueiRAl 4181 doid
§ [Relationship of Cost and Management
- Accounting with other related disciplines]
b] 72 (o Cost and Management (e 7: AR\ Cost Accounting System -+l 0.2% 94.7% 22
; Accounting -l R ARUSARA [Essentials of a Good Cost
z

Accounting System]

73 C Cost and Management (Gvu 8: Costing System Al 22yl 0.2% 94.9% 23
E Accounting -l URx [Installation of Costing System]
s 74 € Costand Management (A~ 15: Costing Al techniques [Techniques 0.2% 95.1% 34
z Accounting -l WRuY of Costing]
E 75 c Material Cost (G 4: Material Al 208 244 Records 0.2% 95.3% 39
§ [Material Storage & Records]
S

76 C Material Cost (v 5: Inventory Control 0.2% 95.5% 40
E 77 C  Material Cost (A 15: Materials -l duR12L [Consumption 0.2%  957% 53
s of Materials]
= 78 © Employee Cost 24 Direct (e 2: Employee (Labour) Cost Control 0.2% 95.9% 56
E Expenses
é 79 (o Employee Cost 24 Direct (e 7: Wage Payment 244 Incentives -l 0.2% 96.1% 61
2 Expenses U (AL (Time Based) [Systems of Wage

Payment and Incentives (Time Based)]

80 C Employee Cost 24 Direct (A 9: Wages < Absorption [Absorption of 0.2% 96.2% 65
Expenses Wages]

81 c Overheads — Absorption Costing (4w 1: Overheads ({5281 [Classification 0.2% 96.4% 70
Method of Overheads]

82 C Overheads — Absorption Costing  [cy 10: Costing i s items j treatment 0.2% 96.6% 83
Method [Treatment of Certain Items in Costing]
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E # el | us:wel (G~ (&R0 Al Ui
3 83 C Activity Based Costing (G 1: ABC AL (@514 YRARE uRetol 0.2% 96.8% 86
© [Factors Prompting the Development of ABC]
a 84 C  Activity Based Costing (G 2: ABC Hi duRldl o€l 242] [Meaning  0.2% 97.0% 87
§ of Terms used in ABC]
S
85 C Activity Based Costing (e 3: Traditional Absorption Costing vs 0.2% 97.2% 88
ABC
E
S c A
K 86 C  Cost Sheet (& 1: Elements of Cost o SRI WISl 0.2% 97.4% 95
= ad{ls2@L [Functional Classification of
5 Elements of Cost]
b 87 C Unit 44 Batch Costing (e 1: Unit Costing 0.2% 97.6% 111
z
z
2 88 c Unit 244 Batch Costing (G 3: Batch Costing 0.2% 97.7% 113
89 C Process 244 Operation Costing (e 1: Process Costing -l 242l [Meaning of 0.2% 97.9% 125
E Process Costing]
B 90 C Process 341 Operation Costing (e 6: Operation Costing 0.2% 98.1% 133
E 91 (o Service Costing (e 1: R [Introduction] 0.2% 98.3% 143
: 92 C  Service Costing (& 2: Service Cost Unit and KPI 0.2% 98.5% 144
S
93 C  Service Costing (e 3: Service Sector M2 Statement of Cost ~ 0.2% 98.7% 145

[Statement of Cost for Service Sector]

94 C Service Costing (@™ 10: Insurance Company -j, Costing 0.2% 98.9% 155
[Costing of Insurance Company]

95 C  Service Costing (A 13: 24U Services  Costing [Costing of 0.2% 99.1% 158
other Services]

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

96 c Standard Costing (& 3: Standard Cost 488\ 53 [Setting Up 0.2% 99.2% 161
of Standard Cost]

E 97 C  Standard Costing (A™ 4: Variance L USR [Types of Variance] ~ 0.2% 99.4% 162
;é 98 (o Standard Costing (v 10: us\el [Miscellaneous] 0.2% 99.6% 172
E 99 C Marginal Costing (cu 6: Angle of Incidence 0.2% 99.8% 181
é 100 © Budgets 244 Budgetary Control (e 2: Budget ot-llalall M2 ALRUS steps 0.2%  100.0% 190

[Essential Steps for Preparing Budget]

(2241 % Scanner Hi2ll AlsAdl usl-2ilg(ti-l ASd O — led § VRWR g YOI 8. €35 USAWL 4 Unit 2lels A
Ul Hetd SR{l (A-D) ICAI Al Uldi-l MIRIS ASd O, 9 Chapter Priority Table, Front Matter — 2023 scheme
S50 darlai YURAHL ICAI AL marks, September 2026 A[&d Hizll Al 8. oid AW dRgAL HIU 8, 24 %l
ol 55 Sl Ui dURL GlaAL HIUES UHILL 5. L BURid 20 [cm ddll © B Scanner -l frequency stwesl os1e
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UsWL 1

Cost and Management Accounting il WRux

15 (A - 35 adllgd usll - Hswd: B

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvycMi Al &
theory-ueli

Level | — Comprehension & Knowledge 76.9% 169 Hi2ll 130 marks

Level Il — Analysis & Application 23.1% 169 Hi2ll 39 marks

Yu-l Level | Halel2ll BUR: 4L USWIHL 77% marks Comprehension 24 Knowledge -l 8, %A1 UUR HI2 ICAI - 20-30% 8. 4]
QURML diiAAL (S ofloni USW@L 5l delR 9; 241 USWIAL dURL HBL sums GSElA A 52U

www.scanneradda.com

(e 1: 242 244 carvaL [Meaning and Definition]

L2P4-C1-TO1

CONCEPT BASE — eI Yel sief udlea-ust =il - Y2 il 22 2uaus

Read first cil — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting
— cost, costing, cost accounting -l 2] i URYRAL dL ULl cost WReML

www.scanneradda.com

NOTES
VUL topic U JASU U UL 2ll, UL USWUAL 6flonl €35 Girl Wil 4L 9% UREML 8, 2 vl
i URQL 2Ud Ui i marks HOU 8. el QL eURAL e 9% UlE AVl a cost object is
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anything for which a separate measurement of cost is required; a cost unit is a unit of product,
service or time (or combination of these) in relation to which cost is ascertained or expressed; a
cost centre is a location, person or an item of equipment (or group of these) for which cost is
ascertained and used for the purpose of cost control.

cost accounting Uld 2j 52 8, Gl o8 2AcEl AU ® VMi: d records the quantitative aspect only;
d product e-ladl-l 244 service AL cost A€l ©; d deals only with cost ascertainment; d uses
both past and present figures; 241 %€l %€l products L costs -llelal HI2 2Hs Rigidl 24
procedures VAR V. 2L UiA HEL 2 % cost accounting versus management accounting L 5151-{l
cost accounting aleill column &, 2i2d W&l ULE 53 Gl dll 6l dR AUle 5 Sl us.

www.scanneradda.com

Ul Gl (Al S dHRL HI2 AsS) 53 AU 8: the development of cost accounting is
related to the industrial revolution, %112 management accounting ulgl?{s business world -
o3RUL WHISL (AsA B, ([Anul uRAU HIdLAL SIE URL U HI2 2L 2R WR(S Mlsct .

cost unit 2+ cost centre + 4&3L AV unit 1 measurement € — cost of carrying a passenger per

www.scanneradda.com
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km, cost of a hotel room per day. centre 21 location, person or item of equipment £, 21 UR—E]
Bk Al &g UL BHR ©: to control the cost and to fix responsibility of the person in charge of a
cost centre. AL Gl-{l AEAGIEH] 2 % L AL YHLAdi-L Al AWMU Rl .

www.scanneradda.com

(Gt 2: Cost Accounting il &dil [Objectives of Cost Accounting]

L2P4-C1-T02

Read first il — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting

— cost accounting -l objectives 24 cost control d2ll cost reduction -l ¢le.

www.scanneradda.com

NOTES
Ul Gl %5 sHUL 2 8 d SHHI UiA objectives: Ascertainment of cost — cost objects H12
Yl 244 A2 cost issl Haadl, ugl d post completion Sl & continuous; Determination of
selling price — cost of goods manufactured i 24U(&ld profit margin GY3\; Cost control and cost
reduction — cost estimate § budget - d02{l &4 2 ©2LSIHi &l U vial; Ascertainment of
profit of each activity — cost - activity WISl a2{l§ct $3A activity-wise profitability daad);

www.scanneradda.com

Assisting in managerial decision making — managers - relevant cost information Y2\ uisdl. 241
sHiS UUL Uals €35 objective €16 s Ulsd marks 24 ©.

Cost control versus cost reduction — S9UIAAL SISL %5 Ui VULR 4R 8: Meaning (control i2d
executive action &Rl undertaking Aellddl-ll cost o H2leRlH A4 (FunH; reduction 2124 goods and
services -l unit cost ¥l WRL 244 51l €l2LSl without impairing their suitability); Emphasis (control
past performance 11 variance analysis U; reduction present and future performance UR, past
performance e4l-44i dlell adR); Approach (control 3(8old & i -Ass| s3etl ellRQUA AL UR MR
31?5 8; reduction a0 8, €35 function - VL contribution il g.fiaz?{ AUyl 21d 8); Focus
(control 21 SIS ALSSA AHU2UNUA short term AH\&ll ; reduction unit cost Hi Ugg[dyR sl €l2Lst

2l€l 89); Nature of function (control preventive €, reduction corrective ).

£
)
o
]
©
©
«
-
o
c
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L
o
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H

2023-Nov 4+ 2026-May «ll GriRl %5 ag Ml BHR © d: cost control ddHi URRA(AHI s slU
deell 2Ale9Hi 24191 cost WE B, UR cost reduction recognises no condition as permanent — d
olel] standards A USSR € 2 Addd WHA YURAAL Udert 52 8; 24 cost control ends when the
targets are achieved, %R cost reduction -l SIE €u{ldl 2id -2ll, d Acdd Al UEAL © 44 s1daH
cost control system S AR UL Alg W 9.

www.scanneradda.com

slel: urRldl €35 Gui 2L 9% ol \lsddl 53 52U 2Ud © — control is preventive, reduction is
corrective, 24 control ends at the target, reduction never ends. A+ 24191 SlU dl 24 ol lsd
24 meaning -l AN Hl2l AL marks ULl €21 UURRLd vil2l Bk 5& © § cost reduction 2d
a1 du 52 cost studl; ©URIAl meaning 21 permanent €121S1 © unit cost Hi, without impairing

www.scanneradda.com
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suitability — 244 AR Rl marks ©.

Format: GiR SisIHi cuil, 24s Basis of Difference column 244 cost control d2il cost reduction H12
s 21s column, SAN SHIEA. OURIAL Gl 2 SURU ML U lddl 2. U 'some more
differences' {13l Ul UL €35 SRAN A basis Y51 — basis AR (ARlel-l UEl Rl Bl dwl 8.

www.scanneradda.com

Understanding auoaq, 244 Aol 38l oldiag - 3 usl

= slsl oirldl. U basis, UeSl A o sAnM| -l ¢id oiioy, o2l uets asis wsAle (Al 53 2s.

TQ2.1-PYQ2016-May [5] (a) - 4M - Pg 3 LEVEL I Medium
Understanding

www.scanneradda.com

TQ 2.2 - RTP 2023-Nov [14] (b) - Pg 4 LEVEL | Medium
Understanding

TQ 2.4 - PYQ 2026-May [6] (b) - 5M - Pg 5 LEVEL I Medium
Understanding

Analysis £ WSl oslg 24 URUR Aojel duRdl - 1 U8t

= Ul s ole 28l ay HdL Ul 2isell e §30 A quil. ugdlHL basis 2l A3 §A 2 AR-URL AAd] $RA 2L

www.scanneradda.com

TQ 2.3 - RTP 2026-Jan [19] (d) - Pg 4 LEVEL Il Medium
Analysis

(i 3: Cost Accounting -l U [Scope of Cost Accounting]

L2P4-C1-TO3

Read first <l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting

£
)
o
]
©
©
«
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o
c
c
L
o
@
3
3
H

— cost accounting -l scope.

NOTES

UIRIAL BiHUi scope i AR 2Ars 21l 8: Cost Control, Cost Report, Cost Comparison 24+
Cost Analysis. 2L topic U2 eURIEL 25 % U BUANUAL U 8, UYL AEl — i s function
2 Yo B & d scope L 5L AlMs 12 241d,

www.scanneradda.com

Rl °K‘l$L?ﬂ agH-Al dH BdRL: 'it involves a detailed examination of each cost' — Cost Control;

'helps in planning and control, performance appraisal and managerial decision making' = Cost
Report; 'cost involved in alternative courses of action' = Cost Comparison; 'to find out factors
responsible for variance in actual costs from the budgeted costs' = Cost Analysis.

Format: ol columns — Function 24 Scope of Cost Accounting — €35 M€ €16 15 (s, S1€ A1yl
AL eouRlel BeiR 4 marks HI2 AR labels Riart oflog 5¢f AUl i), 2led €28 dlowoll dadHi

www.scanneradda.com
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AHY A oPUSL — AR label €16 24s mark — i @ 241uil allocation 9.

Uldol topic — ARl ST 2419 Yell 25 % Ut OURIL & i AL Bl AR Acel-l 8. ([Anu-L
scope (A2l udlais o5 oSl 8 d clisly ele objectives -l topic 4 users il topic &Rl YBRL 8,
led A&l ay A3 Aledld vied A o topics Gudlel.

Analysis £2 WSl oslg i URUR Aelel duidal - 1 Ust

= U functions -l ALE] A €35 scope AL U L A sl 5 V. HE-EAHE, Uil Uldl-l SUis
UHIRL GR Audl, v ALl uddi label 241Ul

= €35 He-l (Aolius 2uee U2l wlsl — cost | detailed examination, planning and control H12 dURLdll
uiss|, sl alternative -l cost, budget 2l variance. €35 HE €16 1S % label, ¢l S,

TQ 3.1 PYQ 2025-May [6] (Or) (c) - 4M - Pg 6 LEVEL Il Medium
Analysis

(™ 4: Cost and Management Accounting i vt AcilEld (Canueitl ALl
it [Relationship of Cost and Management Accounting with other related

disciplines]

L2P4-C1-T04

Read first <l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting
— cost and management accounting -l ¢{loxt Aoi(€ld (Al AL feiel, 24 cost accounting il

management accounting <l ¢i€.

NOTES
UL SISL-L © JUIR, SHHI: Nature — cost accounting records the quantitative aspect only,

management accounting records both qualitative and quantitative aspects; Objective — cost
accounting product ¢-ldcll-l 244 service AUl cost -l€l €, management accounting planning

24 co-ordination HI2 management - HUS 24U ©; Area — cost accounting deals only with cost
ascertainment, management accounting -l scope ag (Ao © $1RQL § i financial accounting,
budgeting, tax 244 planning 2Aldl U ©.

Vi USIHL AQL: Recording of data — cost accounting uses both past and present figures,
management accounting ®[Cs-L AisSI-l projection UR S(d ©; Development — cost
accounting -l ([AsR1 is related to the industrial revolution, management accounting utg[ﬁs
business world -l @3[Ruld uHISL (AsA ; Rules and regulation — cost accounting gl Y&l
products -l costs Alelal {2 vHS Rigicl 244 procedures ?J{:J,%li 0, management accounting does
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not follow any specific rules and regulations.

Format: Sr. No. | Basis | Cost Accounting | Management Accounting —  sHi5d 2o steil
column H{ basis -l 216€ @l — 9§ BtR basis  ~lH 4L 42R € [ARle LUl € d slsl % structure
Al marks udl ¢idl & d o [H1d 8.

www.scanneradda.com

slel: (QzuedlAl quil v © $ management accounting 2 cost accounting -l &119L 8. Ul G<R
G2l Ad ® — management accounting 2] wider (ayu ?5; cost accounting cost ascertainment
Yq HullEd 8. ooy dRaAR AUl o4ct 21 sl & § cost accounting ei{ducell ; d past and
present AisS| AR &, i (AU projection l management accounting 52 €.

Understanding auostdd, 244 deeiMi Y814 aidiad - 1 ust

www.scanneradda.com

= €35 basis -l ¢id oy duil. % AN 55l cost accountingj; 4Rl 52 24 management accounting WIEll
Al d 2 basis 412 s3] Hardd] -2ll.

TQ4.1-PYQ2017-May [7] (b) - 4M - Pg 7 LEVEL | Medium
Understanding

www.scanneradda.com

(@1 5: Cost and Management Accounting «il @j(ds 24 sl [Role and Functions
of Cost and Management Accounting]

L2P4-C1-TO5

CONCEPT BASE — uicUIR Y¢il si65 udlear-ust -2l - Yy duiRl w2 vudeus

Read first <™l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting

£
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o
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— cost and management accounting -l O-Ll\ff{%l 1 functions.

NOTES

VUL topic U VASU U UL 2ll, 24 pack Hi L UR Alell dviidel S16 G 2l uRlals WIuR 3l
oy ol oflowt ol vjRlell Ygdl & — system 2AL U1 & (objectives -l topic) 24 d %8 AU & d s1QL
AR © (users -l topic) — 212@ role-and-functions Al U Al ULl Guontadld oled 1 ol URIEl
GolRMiall el

www.scanneradda.com

ULl objectives -l GxRui2dl dledi functions: cost objects 412 ascertainment of cost — IiL?[
21 AALR, post completion SIU & continuous; cost of goods manufactured i 2{U(&1d profit margin
B4R determination of selling price; cost control and cost reduction, estimate $ budget 4 dv2(l
8\ uA el2LsiHi &loll vl ascertainment of activity-wise profit; 241 relevant cost

information A2l assisting managerial decision making.

www.scanneradda.com
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Ul users Ul Gruizll dlddl oj[ist: system policy makers A strategy - RUS\U Hly]
elscllHi, managers A pricing, responsibility centres HiudM{ 241 strategic options Yetdddi,
operational level staff 2 performance goals 24 parameters WHIQL S1H S:clIHi, 244 employees A
time, attendance dall incentives Hi 1M Ald € — 3l AU ¢lsR regulatory authorities,

auditors, shareholders, and creditors and lenders .

Uldal topic — Al 24l topic HI2 'functions' Al AetdL UEL Buontarll sl pack 524 25l 5 d
o] GUR il 23 B; UEIL Uil 2vs Bk 224 objectives -l ULEL 24 AL oflowt w1l dS users
-l ulEl.

(et 6: Cost and Management Accounting =il GuAlPIsdl [Users of Cost and

Management Accounting]

L2P4-C1-TO6

Read first cil — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting

— cost and management accounting -l HUS\-L users, internal 241 external.

NOTES
GriR édali l2dl uddi 1L etel uLd 8: users Al ¢4 internal SlU § external. Internal
2124 policy makers, managers, operational level staff and employees. External 2124 regulatory
authorities, auditors, shareholders, and creditors and lenders. 21l ¢l % dHIR| uSel vlsd
oleldl — U AWMLY Ad 'give two internal and three external’ L 311 2d 8, 241 mark Q{Hc’gcﬁ
gedl o (s usL 8.

Internal users -l €35 Q] B2 ©: policy makers — g5l 44 dioil UL LRI Rigg sl
strategies €Sdl, RUHUcHS ¢1oBIRM{ AR s, 24 strategies HHAHT A1d d HE2 ARl HIAY]
RUdl; managers — cost object 4+ cost centre -l cost QL product § service -l price o8,
responsibility centres -l 102 Hudl w44 Yeadl, product-wise, department-wise 44 customer-
wise profitability es1Qlal, d2il strategic options Yadl- (HQRL ddl; employees — time and

attendance, incentives for work and performance standards -l HU(&d{l.

Operational level staff (A2l 5 marks H12 elci> UL YORIL 8, 212 AR HEL AGERAL: ULE AAL:
supervisors, foreman and team leaders - HU[Sd 516521 © to know the objectives and
performance goals for them; volume, quality 24 process %<l product 211 service -l
specifications 9s1Qldll; 98 performance parameters AH AL SHIR HURL 24 Hadld d el

24 to know divisional (responsibility centre) profitability.

External users 4 €354 ‘{[ il ©: regulatory authorities — tariff determination, providing
subsidies and rate fixation 112, 24 214 24l HU[Sd| some standards and format -l AULR IS
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®; auditors — financial accounts -l audit HI2 § cost audit 3<ll special purpose audit 12;
shareholders — Il ASIQIA ARAR 5| HU[Sd, 95 dl HAEL orders, product expansion 44
market share (42l periodic communiques and annual reports SRl USRUSIA £; creditors and
lenders — 42l 2 Ysl As2A § AEl A1 AR 52l HU&d), BEL book debts and inventories
A €212 financial institution - net debt position and stock balances -l (Hu[d report o154 ©.

Format 24 Si€l: user o A 24Ul Ugl d HUSAL 2t M2 AR © d quil. RWRILA vilel BR 2418
users Al A+ ARQUAA 2428] o B — marks cll BriRAL UMl T B, Ut vl Halel el
Ul 2 Hulel wal: ol Ygoul sl el Wit internal users izl 5¢f deliRlg Horg -2ll, AU o5 o1

“

.

Understanding auosdd, 244 el Y84 aldlag - 1ust

= €35 user {12 -l Sl UREL Bk UHIQL o sHiEd Yal-Hgl dS dull, §5U RS Sl

TQ 6.1 - PYQ 2018-May [6] (a) - 5M - Pg 8 LEVEL | Medium
Understanding
Analysis £ WSl oslg 24 URUR Aojel duRtell - 1 Ut
v ol dRq YORL & i ol marks 8: ol ollog-l users Al A UL, i €35 B MUl 20 W2 AR © d
cull. &g ARl Al ULEA iSEU marks HA 8.
= Ul og2dl AL 1L dedl @ 24Ul — ol internal, A8 external — A2l gy AEl. ¢id g AL s 1
RAuil 932l HILEL 28 AR TV

TQ 6.2 - MTP 2024-Nov [6] (a) - 5M - Pg 8 kE\llE!. 1 Medium
nalysis
(v 7: AR Cost Accounting System «ll itausdIAl [Essentials of a Good Cost
Accounting System]

L2P4-C1-TO7

Read first <l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting
— AR cost accounting system i 241dus d&ll.

NOTES

URIAL sHHI £ datell, €35 -] asiSl-(arivel quEd — oxls) 21 9% mark ©: Informative and simple;
Accurate and authentic; Uniformity and consistency; Integrated and inclusive; Flexible and
adaptive; Trust on the system. udeli 2{ldls cvil 24 Ul AHogedl, $1RQL &S AHIR] AHoYCl Uicdoll ud
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i 2sq 20ls mark 2wl 45 8.

€35 {5l V2], Gri-L Uldi-l AEIMi: informative and simple — system tailor-made, practical,
simple 2 delsld Vsl s3RAULd AddiMl 2As Al sldl aslef, 24 Al dat (G933 [GLdl
el 534 L GuALBLAL dHiad]) A oxlef; accurate and authentic — 24201551 data system -l
output - odUS © w4 vilel (Rl dats 21 ©; uniformity and consistency — cost data -ll
classification, treatment and reporting Hi, % horizontal and vertical ¢id UsR-l (GeanQmi
benchmarking and comparability 412 32 .

- Bedli AQL: integrated and inclusive — AYR[ R 1A d HI@ financial accounting, taxation,
statistics 24+ operational research 412l AisA); flexible and adaptive — technological, reporting,
regulatory and other requirements Hi 2l $2§1R UHIQL YR Hlel A& AAd); trust on the system
— management - output U &AL sldl asleSuA, 244 21 HI2 system aSclHi an active role of
management %192, 9320l d 2 (AR dal dtuRdl gg2dl viid?l eRid.

slel: Al topic 4 dARAR costing system installing 5cli-i WRetal A1 Aol gdi 8, 95 -Ad
YRaaldlal 2461 topic 8. Features 4 'system sl sldl 181" dl B<R ©; installation i URaal
'of{tlcli USdl §] tulg' Al UM features & essentials Sl oll € (dRNQL-o51S] 24Ul factors,
installing § designing Sl dl d ulRua.

Understanding 2aHotad, 214 eedHi 48l oldiag - 1ust
= uniformity 1 integration A1 Hndll 4Sl, 1 wedl features 8 244 214l marks YRl AHE3L 8: s system
{l i1 Yidld treatment -l dld 8, 6l 24 ¢ilRy systems Al Aisnal-l.

TQ7.1-PYQ 2022-May [6] (a) - 5M - Pg 10 LEVEL | Medium
Understanding

(i 8: Costing System «\ uLuU-lL [Installation of Costing System]

L2P4-C1-T08

Read first <l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting
— cost accounting system €lUel $cdl dud edldui ddi-ti uRotal.

NOTES
uRldl sMUi dd WRala: Objective — clule Sl USdl 1SSl 52U § system selling prices -S| s¢ll
HE B, costs [RIBId saL HI2 & § i HI2; Nature of the business — d 22l 2Agga Sl ddll
costing system €lWé 52U; Organisational hierarchy — system different levels of management il
o53RUL AN B4, 2ied 2 56 Ad eluidd sl d 4SS $al A2l HIOW| AURIRL 8; Knowing
the product — product -l <@l system Al USIR AsS| §2 ©, 4 9% product A by-products Sl d-

23
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by-products -l U@l (SA164 AW system ISl

Vi SN WiA: Knowing the production process — without complete knowledge of the
production process Sl AR system Gle{l U8 sl +2ll; Method of maintenance of cost records
— cost A1 financial accounts - 248 9% integral accounting system Hi 8 2d Aisoll ASE 244

www.scanneradda.com

2L AUl accounts -l set could be reconciled by means of control accounts s€ 2Ud;
Information synchronisation — system ¢{l%g) systems 21 [deda(l A12 YA sldl lefA ozeil
HUSA Uy AHY s8] A, UBUL UM 214 Buesst oid; Statutory compliances and approvals —
cost information ostaclal A4 % §dl Hi2l otell alo) usdl requirements, rules, regulations g
approvals; Attributes and reliability of information — HU(&d| accurate, reliable and useful sidl
15, 24 21 112 appropriately trained and competent staff d2il proper records 18

www.scanneradda.com

case-scenario clg] 3u: A % -d URGA 241 Ad SR & — 'you are a consultant hired by a
manufacturing company — how would you assess the critical factors'. -l B<R 2 % s
checklist 215 cduil, €25 URGAA dd client 4 Yeol el usHi $<llA: objective g 8, elell-Al AL
5dl 8, hierarchy A g o162 8, 24 1+ 21101 AL olgcliedl A2ll, §5c 1AL Al clectid 8.

siel: (Qauelluil o uReio 918 ¢ & d © method of maintenance of cost records, $1R8L & d dicj 8.
4L USRI reconciliation AL USAWL A& oslsg s o UReo 2 © — integral accounts § separate
sets reconciled through control accounts — 4 2scl 24 o YA 25 mark 9.

www.scanneradda.com

Understanding duostdd, 244 el y8ld aidiag - 1ust
s HEW{AL o e B: factors Uld, 4 U] Yeuis dil 8 Ad 52l oidl Bk UL % 5 UlEl A1 &
d oflosl el dpud 8.
» URGAA AR ULEL dR1S AE], guni allsall — system AL objectives, elell-ll 2cAe1ld, AUl Uldl] Hlow],
cost 24 benefit. clioll AElA diualcus qgoit] o o-d 8.
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TQ8.1-PYQ2017-May [5] (b) - 4M - Pg 11 LEVEL | Easy
Understanding

(™ 9: Information Technology (IT) «lt GUIdL At Cost Accounting [Cost

Accounting with the use of Information Technology (IT)]

L2P4-C1-TO9

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting
— information technology -l GulaL Qilﬁj cost accounting, 244 digital costing system.

NOTES

www.scanneradda.com
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cost accounting UR IT «{l 24U — URIAL BeiR Al YEL AU € 241 UL AU Ad Ui HIdL S: ERP
integrates the functional activities, 2ed single entry provides custom made reports for every
purpose 241 cost ct2ll financial URSLHI reconciliation A0 24 ALY jAARIHY oA &; paperless
environment, %1 Bill of Material, Material Requisition Note, Goods Received Note 4 labour
utilisation report -l 45 Asdi-l %32 Sl 2l 4 (6119l e-copy dE @ ©; internet, intranet and
extranet ALel-l WRIEHI HEE S © — production &[S requisition note 4R material Wl € 2414

www.scanneradda.com

purchase orders extranet U2 914 € — 9 enables a shift towards the Just-in-Time approach.

Vi GULSlHL AUR: cost centre § cost object Al cost AUR2 A AHUAR ASS| AR B SREL S €354
codified SAU € 44 costs code UHIQL AU 8, 95 automates cost accumulation and
ascertainment 24+ HU(&d\H job-wise, batch-wise, process-wise, cost centre wise dUscl A ©;

reports, budgets 11 standards Hi uniformity, irrespective of location, currency, language and

www.scanneradda.com

regulations; cost and revenue variance reports generated on a real time basis 32l (H2i>1QI-{
WAl dRel @8 ASIY; 241 €35 process o Q] [(RlegL o2l non value added activities €2 53| ASIU.

Digital costing system — il benefits AQuedi Ui Vil vt 2l: d production,
procurement NG| inventory management o3di ogei ogai business functions = -l suppliers,
customers - o912 digital costing systems 112l data sharing 24+ network interaction SRl £isA
8. 'describe five benefits' cdllowl €35 USHT 4L uvl-{l (s o usdl mark .

www.scanneradda.com

oulell sMMi Ui benefits: cost object UR cost -l 2AlSSA ascertainment, 9 allocation and
apportionment H12 activities UMl HEE S €; analysis of data on time spent on each activity,
o3+l Buulol formulate incentive plans HI2 (A ©9; material requirement planning 24 material -l
uRl€lq scheduling; non-value-added activities 24wl €2 $2cl; 244 standards elielclii 2l real

time basis UR variances HludHi duld| data on resource consumption.
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SIEL: 2L ol WAL U B, A5 &l 'Impact of IT in cost accounting' Hi ERP 24 paperless dlall Hgl
15; 'benefits of a digital costing system' Hi GU-L Wi 24, WIRAL dl, AisAdl cdvul a5l o
YeL ciui 2Ud & — eliminating non-value-added activities 24 real time variance information —
led 28| usl dl 4L ol cid Geiui AdMd V.

Understanding auostdd, 244 deeiMi Y814 aidiad - 2 ust
= digital costing -l G-l A34ld AisNl curvulell 52U, % Gl Alel usdl benefit &l A3 AU B d s
mark Sgﬂ ARl V.

www.scanneradda.com

TQ 9.1-PYQ 2021-Jan [6] (e) - 5M - Pg 13 LEVEL I Medium
Understanding

TQ 9.2 - PYQ 2024-Sep [6] (a) - 5M - Pg 14 LEVEL | Medium
Understanding

www.scanneradda.com
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(<t 10: Cost Objects
L2P4-C1-T10

Read first <™l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting

— cost objects 244 cost units.

www.scanneradda.com

NOTES

e, BAB1UIR ACGEIMI: a cost object is anything for which a separate measurement of cost is
required. Uedl SR, % Ul Gl GelsWU USdi 21Qud ©: a product, a service, a project, a
customer, a brand category, an activity or a programme.

uldi BelsW, SR UHIRL — €35 2130l €ls s UL, A5 % USRI UR Sl Product — smart

phone, SUV car, book; Service — an airline flight from Delhi to Mumbai, a utility bill payment

www.scanneradda.com

facility; Project — metro rail project, road project; Activity — quality inspection of materials,
placing of orders; Process — refinement of crude in oil refineries. UU22ld w2l G AR products
2 8 i AsEUALAL UMY olelidali-Al marks JHId ©.

cost unit -l 5181 A21e121 €35 attempt Hi YL1u 8. eouRldl GiRl: Automobile — Number;

Brewing — Barrel; Brick works — 1,000 bricks; Cement — Ton or per bag; Chemical — Litre,

www.scanneradda.com

gallon, kilogram, tonne; Coal mining — Tonne; Education — Per course, per student, per batch,
per lecture; Electricity — Kilowatt-hour (kWh); Engineering — Contract or job; Gas — Cubic feet.

Vi Ul ULEWHL oS-l *1L: Hospitals — Patient day; Hotel or catering — Guest day or room
day, per item, per meal; Oil — Cost per barrel, cost per gallon or litre; Power — Kilowatt-hour
(kWh); Professional services — Chargeable hour, job, contract; Steel — Ton; Transport by road —
Passenger-kilometre, tonne-kilometre; Construction — Square metre, cubic metre; Technology —
Software licence, hardware components.
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cost unit -l SIsHI A siel: uddl, transport takes a composite unit — passenger-kilometre s
tonne-kilometre, 2154 kilometre -], 24 21 % composite d§ patient day 21 guest day 24U ©.
o{lonl, electricity and power both take kWh, 244 oil and gas take different units — gas 212d cubic
feet, oil 212@ per barrel § per litre. 24l €354 215 mark 8 44 d st dlel 48], desRIA dle
LA B.

www.scanneradda.com

Remembering < 2llual &9l d g dH §2 29 59 - 2 Ut

= cost unit 4l Ut ¢l columns {l ALEL & ctudl, ofloy 5¢f Al Ul YLl A2l w4 euRlel Bl uglL

E 2] 2l

c TQ 10.1 - PYQ 2023-May [6] (a) - DESC - 5M - Pg 15 LEVEL I Medium
S Remembering

z

§ TQ 10.2 - PYQ 2025-Jan [6] (b) - DESC - 5M - Pg 15 LEVEL | Medium
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| Remembering

(i 11: Responsibility Centres

L2P4-C1-T11

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting

— responsibility centres, cost centres, profit centres 24 investment centres.

NOTES

responsibility centres Ul HI2 SIA €, A ctul: AL A€l di -l SR w4 Hiow] Hizi 244 ay
oglect i 8, 2led management Axtl 2 aleeR] YEL YEL departments, divisions & cu(sct:Al
AN B, Vi vl 2AsHL § sl 2ied responsibility centres. €35 cost, revenue, profit 244 return
on investment Hi2ll 2s & ag-l g2l Uldi-dl s0R HIG FAUHER AQAHT 2 8. FAUGERIH 2
U(sctell oy 213 5 — AA[5WQUAL €35 Ul A2 % 4SS\ A O,

www.scanneradda.com

AR USIR, A €35 BUANU] 5AL2\: Cost Centre — manager centre | A€ AUl 4 [FRRIPY
costs HI2 AGER &, 241 S1H{R] cost control U HUI €; Revenue Centre — YWl revenue
Gle{l SRl HI2 FFAIGIEIR, MIU in terms of revenue generated:; Profit Centre — both generating

www.scanneradda.com

revenue and incurring expenditure {12 FFIGIER, Yeyis- profitability U?; Investment Centre —
profitability HI2 eScIGIEIR 244 capital investment -l (R dali-l Al €U O, YeUis- profit as well

as Return on Investment (ROI) Ul.

Q{51 GrlRl, 9B cd1e131 2loel: §A 53\ vid ©: bonds, stocks § real estate property -l W€l
- Investment Centre; 5+ QRSRj Maharatna, Navratna or Miniratna public sector undertaking =
Investment Centre; 202Ul (A5(=uct AL - Profit Centre; hotel i restaurant »isH — Profit

Centre; railway station U.Qj ticket counter = Revenue Centre; sales department = Revenue
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Centre; airline -l reservation (d@119 - Revenue Centre; e-commerce $U-l-l customer support
(4oL - Cost Centre.

cost centre -l ol U2L1-MSIR 8+l YR scenario -l Ul §2 ©: Standard Cost Centre, % fixed input-
output norms exist, material 24 labour -l standard quantities unit €16 -S| SlU € 4 (A
variance d3l§ controllable 244 uncontrollable cost Hi AUl € — output HIUL ASL B 44 input-
output -l gAciel sS| 8; - Discretionary Cost Centre, %1 output cannot be measured in
financial terms 244 51122\ only against the budget allocated HUld 8, SRQL 5 the input-output
ratio cannot be defined. o{lonl ©9ulRlg BelsWL research and development ©.

www.scanneradda.com

Cost centre, °§-l'\ eyl A A qaﬂsz@l: a location, person, or an item of equipment (or group
of these) for which cost may be ascertained and used for the purpose of cost control; d AL
Al HPL Y %8 Alell A5 Uel 5l A2l 44 SU-l Adlddl-l cost Hi GHRL 52 8, %BH & R&D,
marketing, help desk. Cost centres personal (cu(s<) 14 € § impersonal (U § ALELA);

www.scanneradda.com
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manufacturing 2sH4i d production cost centres Sl € (%i raw material - finished product Hi
Sl HI2 sl eRIU 8, Ui direct 24 indirect 6idl W2l 241d — machine shops, welding shops,
assembly shops) § service cost centres (% production cost centre - Y:s & — power house, gas

production shop, material service centres, plant maintenance).

www.scanneradda.com

Profit centre, &Uliell A6€lMi: 21 centre Bl 51H1R] sHIRIAL ilas 21 2Aell cost Al 2] HuRL
8, v 93l main responsibility is to generate and maximise profit; d 21l Al § division € %l
(SUL profit ALQLall HI2 Ut Ad AL B, 24 2L managers A AHIA Ad product pricing 2l
operating expenses {3l QQIIH'\ A<l Sl V.

Slel, Vi A0 USRI AT2A A=A D1 %% O: (qauellAl sales department A profit centre s €
8. Ul Gl 21 Revenue Centre 2181 £ — d revenue 244 commission 93<ll Uldl-l selling W2l
UR 2ig2L A 8, UL not production costs. 24 o Ad PSU § capital investment -l (R dg sle ugL
2154 Investment Centre ©, profit centre Sl; (lEul © authority over capital investment and

evaluation on ROI. U 'show the reason for your classification' 5& <ui label uddi 5112\ @uil.

www.scanneradda.com

Remembering < 2llual &9l d g dx § 29 59 - 2 Ul
= YRY USIR LHAL SIHANRLAL MY AL ULE AL — cost, revenue, profit, ROI. €35 d([5014 dloyedl 8ddl A
o HIU AU O,

www.scanneradda.com

TQ 11.1-PYQ 2015-May [7] (a) - DESC - 4M - Pg 17 LEVEL | Easy

Remembering

TQ 11.2 - PYQ 2016-May [7] (e) (ii) - DESC - 2M - Pg 18 LEVEL | Easy

Remembering

Understanding auosdd, 244 el Y814 aidiag - 4 ust
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= 'define and discuss the types' cloll UM types UR UsiRUdi Udai usdl ol vlsd A<t AR 444
FAAER] U WL cdudl-l mark i o olsl 9.

TQ 11.3 - PYQ 2017-May [5] (a) - DESC - 4M - Pg 18 LEVEL | Easy
Understanding

TQ 11.4 - PYQ 2021-Jul [6] (a) - DESC - 5M - Pg 19 LEVEL | Medium
Understanding

www.scanneradda.com

TQ 11.6 - MTP 2025-Dec S2 [3] (b) - DESC - 5M - Pg 20 LEVEL | Medium
Understanding

TQ 11.7 - MTP 2026-Mar S1 [6] (a) - DESC - 5M - Pg 22 LEVEL | Medium
Understanding

www.scanneradda.com
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Analysis 8¢ UldlA oslg 2 URUR foiel dultal - 138t
= scenario SIREL HPL Ui (Al 2As ugdl s @l 4 uddi (FRlls dairl quil — fixed input-output norms,
&« Hdl ASRL A output, & production cost UR igRl-Al 24e41d, & investment U+l Attl — ugsl label
Auil. % BiR (LS datl ddR labels A d 2458l marks JHId 8.

www.scanneradda.com

TQ 11.5 - PYQ 2025-Sep [6] (a) - 5M - Pg 20 LEVEL Il Medium

Analysis

(™ 12: Cost Accounting -1l WUl [Limitations of Cost Accounting]

L2P4-C1-T12

CONCEPT BASE — {cUR Y¢il S165 ulear-ust -2l - Yy duidl 12 2uaeus

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting
— cost accounting -l HUlEIRAL

NOTES

21 topic UR isU Ut Uil el 44 pack Hi AL UR dquiidel SIS G 2], 2ed ARl %8 © d-
Al ULEL AST UL AIRAURAAL BiRH il a1l 53| pack Al UldiAl A1 2Ll 24 el uddi
HUeRAlAL 24l ALEL W12 Study Material gl

www.scanneradda.com

system «ll wsiA (A2 Ukl Gl %5 scif?l 8 d: cost accounting records the quantitative aspect
only, 12 management accounting both qualitative and quantitative oi-l UlRdi i€l ©; cost
accounting only deals with cost ascertainment, %R management accounting wider in scope ;
211 cost accounting uses both past and present figures, U2 ¢4(d™U-L AisS|d projection
management accounting < S 8. 2L AQL Ulscl HUlelRAIAL SIS UL BeiRAL AR 216 8.
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o{l2y AR HUlEL 2] B § HsTAL costs AUUS AScL % -2l Imputed costs do not involve any
immediate cash payment 24 not recorded in the books of account, £9di Al&ll Gleccll-l 244 o
(Gseul-l 2Aet 451515 Tl (HRRIL HI2 d Hsta-l 8; opportunity cost — SIS s [Aseu SR
Bl S A & 5l ¢{lol] Heu — 21 UL is not recorded in the books of accounts ©di plays
an important role in managerial decision making. % system 21l i 1S\ € d 2isell [HQluA 251
2] AS AL,

www.scanneradda.com

A% Bl § system HIUAR alitdell US B, i viRled Ad UL oielle AS V. essentials Al topic Al
i (G433 (AdLell et 530 GUALBLAL AfHLadl A Add 8, Adl data A Add € % accurate
and authenticated - €14 SR 5 d system -l output - 612U AS 24 vilel (Rl daid s, 214 -l
& 5 management has trust in the system and its output - s i Y&l system [Fdgo o €.
Hulel dR1S didl dl 21 © cost, l2adl v 2RASR.

www.scanneradda.com
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[t 13: Costs j Q2{[$2W1 [Classification of Costs]

L2P4-C1-T13

Read first <™l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting
— costs  element, function, variability, controllability 244 managerial decision making Hi-tt GulaL
UMIRL c2(lS5WL.

www.scanneradda.com

NOTES
topic Hi 215 o formula 8, v d ARAR Ye1U ©: Conversion Cost = Direct Labour Cost + Direct
Expenses + Manufacturing Overhead, 242l ] 9 dld 24l Ad — Conversion Cost = Factory Cost -
Direct Materials Cost. ¢i-l 3U 241UL; cost sheet il WA ¢flog 3u o5 du cluld 8. udai Al curl
2L — raw materials - finished goods Hi SQC{C{l HI2 Ul cost.

www.scanneradda.com

(FoRL dat A2 aslsiRlel terms, URIEL AGEMT %, SREL § 2AcEL % mark ©: Sunk cost — ¢dSLAHI
UeS Ysel historical costs; Alg AHUOUAL (HQRuM{ 244+l s1E 04 [Hs1 2], 244 replacement L
(RQR sle-l machine Al written down value 2 ©9uRlY BelsWL B; Opportunity cost — sIE s
(Aseu SRl ol SRl dletd § S L] YU, B BELSWL (AL 112 BUSE bank deposit
UR JHIdg eloy 8, 24 d not recorded in the books of accounts; Imputed cost — does not
involve any immediate cash payment, not recorded in the books, also known as economic cost

www.scanneradda.com

24 similar to opportunity cost; Out-of-pocket cost — that portion of total cost which involves
cash outflow, 215 short-run iscu-il, avoidable if the proposal is not accepted; Explicit cost —
out-of-pocket cost, %Hi immediate payment of cash e 8; Implicit cost — dcsla ASS {J,SC{Qﬂ
AT, A Aleudl 2l

ydRulRd ggot, o A % Yo O: Pre-determined cost — production & s A3 2 d
uddl, cost A 2R 5l wei URetai-l specification -l ALELR AQRUAE] cost; Standard cost —
management -l si{&tH M0 24U (&l &1L 24 A %320 vl uRedl 21udel pre-determined
cost, 95 for price fixation and for cost control through variance analysis dU211 €; Estimated cost
— Kohler -l vl uHIgl, Beuled § WALl AU (&ld cost, €l @R product -t unit -l ¢[e, o5
dle(ds production § WRAEl uddi Bueoel HI[SAL AULIR AU B, 244 d prospective © SREL S d
RS 52 ©; Marginal cost — output -l SI8 UL AL 952211 UR, output A4S unit del § €82 AR
§d costs ogedll 512l del © d; Differential cost — activity level, technology, process & Geulg--l
Ad oledldi §d cost Ui (variable A1 fixed) cll delRA § €12LS], % incremental § decremental cost
S5¢ O.
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www.scanneradda.com

el Vi BISIRL ALA-L terms: Discretionary cost — not tied to a clear cause and effect

relationship between inputs and outputs, % from periodic decisions regarding the maximum
outlay to be incurred Glcil 21 © — advertising, public relations, training; Engineered cost —
A12ll Bleel, % inputs 244 outputs dRAAL QU SIRRI-URRLUH Acianizll o Gledl AR 8, 44 2L

Rioiel usually personally observable 12 ©; Product cost — inventoriable, assigned to the

www.scanneradda.com
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product, 24+ mark 2AUlddl vl 21 © § marginal costing €60 variable manufacturing costs 24
absorption costing €50 total manufacturing costs 21 product costs QU £9; Period cost —
products < AUl 20l QL AHURUGUAL 1tas A WL d1S AS ©, i ¢lell non-manufacturing

costs — general and administrative, selling and distribution — 1 period costs £; Capitalised cost

www.scanneradda.com

— initially recorded as assets and subsequently treated as expenses, %4 § machine -l cost Hi
GuRLdl installation W2l; Shut down cost — costs which continue to be incurred even when a plant
is temporarily shut down, %4 $ rent, rates 21 depreciation, which cannot be eliminated with
the closure; Absolute cost — product, process § unit -l in its totality cost, il U2 2L
(A=&nQL 25 ©9; Controllable cost — can be controlled, typically by a cost, profit or investment
centre manager, ¥4 2 responsibility centre -t dSi-l UdlEi2ll Ueifdd U AS 8, AR
uncontrollable costs 2 € % A& Al -2l

www.scanneradda.com

relevance Al UL, 24 %8 Ul SIS AN dH-A marks HA B: Ul HUEASIH] osoul arudl
2 -1 oled Ad] % office ¢S 4 ddl — opportunity cost, also imputable or notional cost —
relevant; &1 €RL oitl S€l factory shed o Ysdlg *1l§ — committed cost or shut down cost —
non-relevant; market research agency A Ysalel 2R-lel 284 — sunk cost —> non-relevant; sales -l
2slaR1A Ysdlg sales incentive — out of pocket cost — relevant; project Hi AslQL sl fixed
deposit U2 g $¢ 1o — opportunity cost — relevant. oISl o8 (M U ALA & d: cost UR
relevant & @R d future and differs between alternatives Sl — o VRIS 23y 8, 5 i A d
AsS 5 U Ysaqg use, d sl

www.scanneradda.com

product cost Qlell-Al AQL S, %8 UHSHi YOIU : preparation of financial statements, s 1
inventoriable costs U2 Sl ©; product pricing, 9l HI2 product ALSS Qiﬁﬂ YesRuLsdl Qiﬁﬂ-ﬂ value
chain -l €35 &2l cost ARLARMI ddl as1e524; 24 contracting with government agencies, osi
agency cost plus contracts &80 contractors A research and development d2ll marketing costs
ayddl - uel €.
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function WHLQL A4 variability LlHl@lj ad{(seL ¢l columns Al GtiR € 241 €35 column - A3 marks
YAl 8. URAE] 9s1sell: consumable store — factory, production or manufacturing overhead /

variable; general manager's salary = administration / fixed; delivery van expenses — distribution
/ semi-variable or variable; compensation of fixed salary plus commission on sales = selling and
distribution / semi-variable; rent of finished goods warehouse — selling and distribution, or
distribution / fixed. sigl 21 © § dluiell 215 % column -l G U, § salary-plus-commission
dlal package A variable &4 — fixed €125 U 212 d semi-variable ¢i- €.

www.scanneradda.com

Understanding auosdd, 244 deeii Y814 oldiag - 6 ust

= 9% term A formula S AUl AL A& formula ywl dull. formula <Rl conversion cost ASel GtR €.

www.scanneradda.com

TQ 13.1 - PYQ 2016-Nov [7] (d) (ii) - DESC - 2M - Pg 23 LEVEL | Easy
Understanding
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TQ 13.2 - MTP 2019-Mar [6] (a) - DB - 5M - Pg 24 LEVEL | Medium
Understanding

TQ 13.3 - PYQ 2023-Nov [6] (a) - DESC - 5M - Pg 24 LEVEL | Medium
Understanding

TQ 13.4 - PYQ 2025-May [6] (a) - DESC - 5M - Pg 25 LEVEL I Medium
Understanding

www.scanneradda.com

TQ 13.5 - RTP 2025-May [20] (a) - DESC - Pg 26 LEVEL I Medium
Understanding

TQ 13.6 - RTP 2025-May [20] (d) - DESC - Pg 26 LEVEL I Medium
Understanding

Analysis ©2WslH oslg 24 URUR Aoiel duRidl - 2 usl

Y

= non-relevant -l YSLEIA H Sl dloyoll 3dl § d cost U YsUL O § (AQRL I d sl dld Ysadi-l o5 8.
A5 GUAISU ¢ B, URL d s [Aedurlaial GuMi $2dl € ©.

www.scanneradda.com

TQ 13.7 - PYQ 2026-Jan [6] (a) - DESC - 5M - Pg 27 LEVEL Il Medium
Analysis

TQ 13.8 - RTP 2026-May [17] (a) - DESC - Pg 28 LEVEL Il Hard
Analysis

www.scanneradda.com

(™ 14: Costing -l UggciAl [Methods of Costing]

L2P4-C1-T14

Read first cil — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting
— costing -l methods 24 €35 95 GaPUHI duAA © d.
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NOTES
Ul Bnu-GRidi2dl dlddl, method 8l 5l SAN2L: costs to a specific job US — Job
costing; costs products -l %llj\é'i ) qu’[ﬁu[&d lot 4 AS - Batch costing; cost for a single product
45| Ul - Single, unit or output costing; costs operations 4 AUS 14 Bl(Ed units U ARAA S,
s each stage of work -l cost 5214 —> Process or operation costing; ¢l $ d¢ methods Qo
ol product -l deildd o2 Sl 2 A5 % method 2l cost -isS\ - U5 AS — Multiple costing.

Gailat-2l-method Al ULE], GIAGIR UL UHIRL: Real estate — Contract costing; Motor repairing

www.scanneradda.com

workshop — Job costing; Chemical industry — Process costing; Transport service — Service or
operating costing; Assembly of bicycles — Multiple output costing; Biscuit manufacturing — Batch
costing; Power supply companies — Service costing; Car manufacturing — Multiple costing;
Cement industry — Process or output costing; Printing press — Job costing.

Vi Ul ULEWHL oS-I *12L: Oil refinery — Process costing; Interior decoration — Job

costing; Airlines company — Operation or service costing; Advertising — Job costing; Car assembly
— Multiple costing; Paper and pulp — Process costing; Bakery — Batch costing; Custom furniture

www.scanneradda.com

32



CA INTERMEDIATE PAPER-4 - SCANNER NOTES - GUJARATI EDITION

workshop — Job costing; Packaged snacks on a continuous basis — Process costing; Bus transport
fleet — Service or operating costing.

unit costing 244 batch costing, 12l AVURA SREL & d A2l % YOI B: unit costing 2 2l
method 8 i BeuleA A5y SlU 244 output AL €28 unit A BUsAAL cost @ldl; costs collected

www.scanneradda.com

and analysed element-wise 212 € 24 the cost per unit is the total cost divided by the number
of units produced — paper, cement and steel works Hi U212 €. Batch costing 1 specific order
costing -l USR & i dRgil batches R\ wlouildl YdHulRd lots Hi ot &, 44 batch Hi unit
€16 cost 2@ 2 batch -l &t cost 13Ul 2 batch Hi ed-lel units -l AvAL — pharmaceutical 24

drug Gellall, readymade garments, d2l television 244 radio sets il electronic parts 4i dURAU ©.

siel, 9% Uil GriRiM KURUIR eIt B: assembly is not the same as manufacture. Assembly of
bicycles 241 car assembly 21 multiple costing €9, 51l § components Il cost A $a121 € -
g9l oIS 8, AR cement § chemical °8’$j, s 9 U021 product 2 process costing 8. ¢ll%) ARAR
dl o4d transport service H12 job costing 2Audl-{l & — % service ARAR S UHIRIC{d unit Hi
BURL & dA service or operating costing ¢12] U$ €.

www.scanneradda.com

scenario el 3u M2 format: 21QL columns — business scenario, costing method, key reason —
U SREL VS AceAs S, §52A AL uniform products 24 mass production; ALSSELS i-luil
custom jobs; Aol s 2l batches Hi Beulert; AGL VA1 UHIQIRYA Beule-t; kilometre &

www.scanneradda.com

~

passenger-kilometre ¢l service unit €16 costing. Ul 'explaining your reasoning' 5¢& 8, 2led >ﬂ°§
column $AFuld 9.

Remembering o 2llval ol d o du §3 29y 539 - 1ust
v Qe UM HI@ ¢l columns, SIE 21&L A&l 5 marks Hi UeR Gallal 2124 €354 mark (L oyl ¢l — 4l
sA18| Bsu-l 8.
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TQ 14.1 - PYQ 2021-Jan [6] (d) - DESC - 5M - Pg 30 LEVEL | Medium
Remembering
Understanding axosdd, 24 eedui ysld oldiag - 3ust
= 'describe unit costing and batch costing' HI& Ui cdtul, ugdl cost-per-unit Al [FuH, uedl QL GaLloL.
€35+l 2L U(SctHi 3L marks ©.

www.scanneradda.com

TQ 14.3 - PYQ 2024-May [6] (c) - DESC - 4M - Pg 32 LEVEL | Easy
Understanding

TQ 14.2 - PYQ 2022-May [6] (e) - DESC - 5M - Pg 32 LEVEL I Medium
Understanding

TQ 14.4 - MTP 2024-Nov [6] (Or) (d) - DESC - 4M - Pg 33 LEVEL | Medium
Understanding
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Evaluation HMUES UR USRI (ROl 24udl - 1 Ut
= €35 el 215 A €ldcll method i 215 SRQLHA. A g5 5161 315 & Ut HAdl 24eRi(Ed lscl
215 dull — celid e ddl 53U dell-€ls mark dHid 8.
= SREL AL A ARl dRS BidLull Aled] TS 95 (R 53 © — ALl mass output, AlssL Uldi-l
specification, batch, & service. 21 €&1§l d2R method o -AtH tug A 2isell BeR .

TQ 14.5 - MTP 2025-Nov S1 [6] (a) - DESC - 5M - Pg 33 LEVEL Il Hard

Evaluation

(™ 15: Costing -l techniques [Techniques of Costing]

L2P4-C1-T15

Read first <l — ICAI Study Material, Chapter 1, Introduction to Cost and Management Accounting

— costing | techniques.

NOTES

Techniques 2 methods t2ll. method 21 G<? AU & § output HI2 cost S8 Ad S8l SAU — job,
batch, process. technique 21 Bl 2 & § VIs6L UUCL cost o g SAU i 2 sUL AURR, Vi
Ul B HlE 8 § technique may be used in conjunction with any method of costing. 21 U(s<t
Ul cull; 21l topic 1 methods -l topic 2l 21 % V2L ULS & 2 GiR Ul % [FFdld § SRIU ©.

Uniform costing — %1R SI8 Gellal-l 25 U121 ieRAiER gAHd U 245 % costing -l Ugld
Aletaeell AR, 7€l el Hel 24 processes HIS AHIA UREML 24UALd. L o] URIEL SRIEL €35
UalHl 5102 ol A1 § Galat-Al ARAA S1HNR A1 AU ASIU; A4 AL GAIL HIZ AR
aQUY dl goods -l cost of production -isS| s ASIY, % useful when tax relief or protection is
sought from the Government.

Marginal costing — fixed 244 variable costs a2l e UlS\Hd marginal cost <SS\ 5dl, 95 to ascertain
the effect of changes in volume or type of output on profit du2AX £5. Absorption costing —
variable 214 fixed ¢id costs «| operations, processes § products U2 Aslaldi-l Ad, 2 Ukl G
Alell ([ARle 4§ ©: this differs from marginal costing where fixed costs are excluded. Direct costing
— cost analysis o (AR 3u o5 (AQRL dal 12 §5d variable costs dAUR 8, fixed costs - ARIARHI dg

42, 51201 § d assumed to be associated with the time periods in which they are incurred.

Standard costing and variance analysis — 2id| technique % standard costs li&ﬁﬂ[&d SAU B
2 U9l Aleldel actual costs A1 A ©9; d a technique of cost ascertainment and cost
control 8, any method of costing (2l dlUR] AU &, 2 WIRA S Ul 245N B i BeuteA-{l At
Yrue(dd aeiia-l uHILLe d dgl si-ladl-l sl

Historical costing — costs €} 1L UeSl - ascertainment, 24 e9URlEl BoiR AlY BHR & 5 this
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type of costing has limited utility. 2i-i ¢l U2l-3u ©, €354 215 mark: post costing, ascertainment
of cost after production is completed; 2i- continuous costing, @i job YU 2didd & job Alg S
UIR UBL cost -isS| AU V.

Format: ¢l columns -l 5161 — Technique 44 Description — ©9UREl $HHI: uniform, marginal,

www.scanneradda.com

standard costing and variance analysis, historical, absorption, direct. 5 marks "R © techniques,
Ued €35i Vs-ol disU 4 SIUEL 55 uniform costing -1, sl Ul G 21 21 ©.

Understanding auodg, 244 Aol 38l oldiag - 1 usl
* marginal - absorption A1& ¢llegellFg-{l SANHI Y51 21 HE 25 % BUalsUHT dull — fixed costs ClISld,
A clell costs ASLA. 241 [AR1eL cluiall sIE sl asl s ag Budl 8.

www.scanneradda.com

TQ 15.1 - PYQ 2021-Dec [6] (a) - DESC - 5M - Pg 34 LEVEL | Medium
Understanding
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USWL 2

Material Cost

15 (A - 42 aollgd usll - Hswd: B

www.scanneradda.com

ICAI SKILL PROFILE il UuR H2 ICAl band: Level | 20-30% - Level Il 70-80% — L USRWL cliAcHi &ldl &
quA 213U

Level | — Comprehension & Knowledge 27.7% 232 uiedl 64 marks

Level Il — Analysis & Application 72.3% 232 diell 168 marks

o

2L USWL ICAI Al Wil band | 2igR 9% A & — Level | 28% AN 20-30%. d- A % UHIRIHT dUR S2A: method QL Uedl A4
gjel.

www.scanneradda.com

(v 1: Material Control

c L2P4-C2-TO1
3
s CONCEPT BASE — icUR Y¢ll S165 ulear-ust -2l - YA dudl 12 2uaeus
; Read first <l — ICAI Study Material, Chapter 2, Material Cost — material control 24 material
2 5
z control 4 Us.
NOTES

L topic UR iSU U Ul A2, 2ied uRldl BRl %8 documents 244 records o dQlH $2 &
il B<iR olidl, 24 control -l objectives HI2 ULEl Guontadld oied Study Material <lil.

£
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©
©
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o
c
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@
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USL VIR 9% documents o UM B 8, 8 53 d 241d B d suui: Bill of Material, s165 UQL job
§ Gaulen-l oflost 2AsH HI2 %’32'1 materials | standard quantities j uais, o8 engineering or
planning department dIR 52 ©; material requisition note, % 32 US d¥ stores URi2ll material
Al 215 lot HIL B 24 9 (At S © d 9% Bsld ©; Goods Received Note; 241 perpetual
inventory -l ¢l records — store keeper AW € d bin card 24 cost accounting department A O d

stores ledger.

pack 9% control il éq Alall oseud 8 d inventory control -l GRui2l 21d ©: to make a balance
between sufficient stock and over-stock. Stock 212¢cll sldl 18521 § uninterrupted production
flow can be maintained, SRSl § B4Y«ll stock §5c production 42sldl -2ll, revenue 24 goodwill
UL HIAsId ; A uel inventory A WREL s 2 esnaRll Hig ARl Sl 8, i

obsolescence dl pilferage o asuH S 8. A trade-off between stock-out and over-stocking is

www.scanneradda.com

required.

control Al AR VIR, 5 VAL USWUL olISIHL ¢L19L € 24 material control Al SI8 UL GriRHL AH

www.scanneradda.com
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£ cudl asle9: by setting quantitative levels; relative classification -l 2ALELR; using ratio

analysis; 211 physical control.

www.scanneradda.com

(i 2: Materials -l W€ W(BUL [Materials Procurement Procedure]

L2P4-C2-T02

Read first il — ICAI Study Material, Chapter 2, Material Cost — materials procurement il

procedure, bill of material 24- material requisition note.

NOTES

Bill of material, Ul Aoeini: 518 UL job § Geule-l oflost BAsHl HI2 %533 materials -l

www.scanneradda.com

standard quantities - U2s; also known as the material specification list or material list; 24 sl€)
A5 514 5 job order UIR Ulscll H12 33| materials 24+ o{l%y) stores items -l code, description 24
quantity Sld 8; Ml ssRUdell materials 214 stores items il issue H12 d authorisation d3\5 SIH 52
9; i 1 GuUlaL sPRUOUL olALd © d&L materials | AlssAU quantity Al % requisition 2 i1
Ut 241U 8. d engineering or planning department WHIRLG il A4AME, AR ASHHT dUR $2 .

www.scanneradda.com

AR (Getrlld Guulal, €35l 215 (sd, 24 5 mark -l ugt 21 % Ad dURI B: Purchase department
— materials are procured on the basis of the specifications mentioned in it; Production

department — dluRdl-{l Adl materials -l 4L 24 2241 WHISL production o WAL AL € 24
2] UHIQL material requisition lists o1 €; Stores department — requisition 52112 (Gei19ld materials
WUl quid d Aeel-document d2\S dURAY 8; Cost or accounting department — cost 241 profit -l
B{EL% cieldl dURAA B, 24 518 URL purchase, issue 2 usage 24l document A AU ASIRARL

N
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bill Al Wlcti-il format, 51 €lRelly s&aA dli: 2{ltisHi Job or Work Order No., BOM No. and Date,
ugdl Sr. No. | Materials and Parts Description | Quantity | Remarks i columns, ugdl Prepared by
— Chief, Drawing Office or Planning Department 244 Checked by.

Bill of material A material requisition note — B<R contents NG| utility i UR 2, sisi, §5d
WL UR &l On contents: bill 2A3%ALdH % job § product 12 1Sl €35 material quantities A2l
aRld © A4 d drawing 5 planning office ¢-ld 8; requisition BIR U du stores Ul material il
A5 ot ML © 4 %8 (Aot 1S © d al-ltd . On utility: bill 514 203 R d Ui planning,
purchasing 24 cost estimation HI2 S1H 241 € 4 AUl job A4 UR B; requisition A5 individual
issue 4 H'°§2'1 U & 2 AL uRell % stores ledger 244 job A charge SR V.

www.scanneradda.com

G+ Glusdl \ilsd: one bill of material usually gives rise to several requisition notes. 2414
s&d2ll ol documents Al §5ct [ARIEL ST URL Aciel ViRl 8, 2 eURlG HIlEIA A % YEl AAdL
dRd 9.

www.scanneradda.com
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Understanding aHolad, 214 2iee{Hi 48l oldiag - 2 ust

s U AR ([AAPRHT A A Ul AR SAN AURA 4 UL sH Fstdl. (Aol €ls s Ulsd 2 9 2Ll

:
K allocation ©.
z
§ TQ2.1-PYQ 2021-Dec [4] (c) - DESC - 5M - Pg 40 LEVEL I Medium
Understanding
TQ 2.2 - PYQ 2026-Sep [6] (Or) (c) - DB - 4M - Pg 41 LEVEL | Medium

Understanding

(G 3: Materials Receipt < Yeis-t [Valuation of Materials Receipt]

L2P4-C2-TO3

www.scanneradda.com

Read first ol — ICAI Study Material, Chapter 2, Material Cost — HAE\ materials o valuation -
cost of purchase Hi g 21d ©.

NOTES

Treatment <l [FUM], V4 €35 VIS mark ©: Detention charges or fines — s1€) statutory authority
SRL[FUM § sIUElAL oL oled dledlHi 241d 8; 21 abnormal cost €, cost of purchase Hi ddlldl 2l
Demurrage — materials ASlddl-GdRaMi (Aeiot vied transporter dle © d £S; 21 abnormal cost ©,

www.scanneradda.com

cost of purchase Hi ddldl +2ll. Shortage due to abnormal reasons — mishandling, pilferage & 2l¢il
ASRL g SIS ULl SRYL — d good units UR ASd| 2l; abnormal reasons 4 ¢ll€l d] losses Costing
Profit and Loss Account Hi debit 21 ©.

Returnable containers: containers Ue9l 12 24 AL cost ULEdl HA dl containers il cost cost of
purchase i 3QLall +&l; container UIE) AUl Hog refund Ysdell sH 5cll 2 S dl §5ct eledl
SH % cost of purchase Hi GHRAY 8. eUI—AL sum Hi 90,000 BHL SAUL UM T60,000 ULEL HOUL,
2l2d %30,000 cost Hi AL — F90,000 ST i g UGl AEl.
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GST: 2l input credit Hog 1 dl CGST cost of purchase Hi2ll olisid & €, 24 unless mentioned
specifically CGST is not added to the cost of purchase. @i credit not Holg sl i tax GHAU &
— A {sid UERAL 8: GST net price UR HRal-L A 8, 2424 § listed price ¢lle trade discount,
SUIRY listed price UR sl

www.scanneradda.com

QLA format, URIG UAAS o5 0 ALA © d SHM: Listed price of materials; oll€ listed price
Ul trade discount; credit 4 Holg Sl Ui add CGST and SGST on the net figure; G¥Rl road tax,
freight and insurance, d&ll commission and brokerage; @G3Rl returnable container {l 2UQL-l ULedl
+ HAEL ML subtotal; BHRL total cost -l U] 2s1cR1A other expenses; total cost of material;
Ug9l unit Al Ulsdt — alie normal loss - dle-l shortage, §5¢ quantity i; total cost of material of

good units; cost per unit = total cost + good units.

www.scanneradda.com

normal loss «l Siel, 1 urlal Gl 2 215 note Hi 5& 8: good units -l total cost Slacll H12
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normal reasons -l shortage cost Hi2ll cile sl 4&l. Quantity < column 5,000 units 2{ €l 4,000
units AL & UL value o column %9,00,000 o5 ¢ 8, 224 rate delld 225 AR 8. Quantity A1
normal shortage -{l value UL cile $cll L 4T Al A 28 % et &, w4 d unit cost
Aasl Ad el oidid .

owl{ 'other expenses at a percentage of total cost' 24ld i 2 2s1aR] i Yell alidel Alg AR

UR &aULSL 244 Al BUR subtotal Al Ulsd oidlcll, o52ll UReis IR S, Rl sum Hi
£8,82,000 UR 2% c2US\ 18,000 Hol,

Remembering < 2lual &9l d g dH §3 29 59 - 1 U8t
= |l treatment -l U ©: for each item say whether it is added to, excluded from, or not part of the cost

of material, 44 Ugdl 215 GUlSUH AL HI2.

= HEL UL SHHL Al 4 €35 Uldi-l Ulse 24l ol tax input credit dR1S ULel HAdl S Ui 21 ure dudl
— 2] HE UR-L vl mark 4 % €.

TQ3.1:PYQ 2021-Jan [6] (a) - DESC - 5M - Pg 42 LEVEL | Medium

Remembering

Application [fud @dusdl - sum Gsadl - 1 Ut
» WaAS {2 dRg eliell 24 A3l % amount -t column l ailggMi units g column AL units 4 Bs Beell
(s evid sdl2ll @ normal-loss clowl YEURL vilel column Hi U ot 8.

PQ 3.1 - MTP 2022-Mar [1] (a) {C} - 5M - Pg 43 LEVEL Il Easy
Application

(™ 4: Material Al i3l 24 Records [Material Storage & Records]

L2P4-C2-TO4

Read first <l — ICAI Study Material, Chapter 2, Material Cost — material storage, bin cards 44

stores ledger.

NOTES

Ul GrR o3 ulsdadl A3 A & d-it2dl o5 2A3 $A: bin cards 4 stores ledgers ¢id perpetual
inventory records €, 244 aluiall 15U olot-l [Asey 2. 2 aisy 21l ele-l Als) olied © 444 uld
o A5 mark ©.

Ul SisL-L © BUEIR: Maintained by — bin card by the store keeper, stores ledger by the

cost accounting department; Nature — bin card 21 the stores recording document ), stores

—39
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ledger 1 an accounting record ©; Information — bin card Hi §5d quantities Sl ©, 212d &
receipts, issues 241 balance, U2 stores ledger Hi receipts, issues 24 balance -l quantitative
duy value o Hilsdl sl 8.

Vi SUSIHL AQL: Time of recording — bin card Hi {8l UdSIR UL d % dud A 8, stores ledger
Ui Alel udsR U 1L U % Al 8; Recording — bin card records each transaction, stores

www.scanneradda.com

ledger records the same information in a summarised form; Inter-departmental transfer — bin
card Hi does not appear Ugl stores ledger Hi appears.

siel: (Aauell2l o5 ele Ys & d value o column 8. bin card §5< quantity -l record 8; U issue «il
(Bt Hl 2 &9l A stores ledger i 91 ¢ll®) s inter-departmental transfers -l €, 5 Becl
SRAN & 24 ALl ay €92 o B,

www.scanneradda.com

N

Understanding aosad, 244 eeii Y814 aldiag - 1ust

= s record olowt-ll Ul d & g A cul. YURIEL GR -l o Al WSl A3 AR .

TQ4.1-PYQ2017-Nov [7] (a) - DB - 4M - Pg 45 LEVEL | Medium
Understanding

www.scanneradda.com

(<t 5: Inventory Control

L2P4-C2-TO5

Read first didl — ICAI Study Material, Chapter 2, Material Cost — inventory control, 21l objective
U B WUERL UR d Al & d.
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NOTES

CIMA -l vy, \B'\ 2isl: inventory control is the function of ensuring that sufficient goods are
retained in stock to meet all requirements without carrying unnecessarily large stocks. 21 dlsu-il
ol 24eld marks 8 — Ydll o22ll, 24 aaRl U+l HUleL

Objective, AUl 418 Y5dl: to make a balance between sufficient stock and over-stock. (uidl
stock production il %s3[Ruld Ij\fﬂ 53 dedl sldl o185 so that uninterrupted production flow can
be maintained, 5181 § BYcll stock §5d production w2slddl -2, revenue 244 goodwill UL
uiastd 8. ol olloyg inventory 4 materials -l WILEL A4S 2 AR HIE AR oFIEA &, i
obsolescence 2l pilferage 4 lui € 6. eell Ulsc i o duidi-l : a trade-off between stock-

www.scanneradda.com

out and over-stocking is required.

inventory control -l AR VLELR, 24 1 % UL USWIHL 520l ©: by setting quantitative levels —

re-order level, minimum, maximum, danger level - economic order quantity; on the basis of

www.scanneradda.com

relative classification — ABC, VED 4 FSN analysis; using ratio analysis — inventory turnover
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ratio 24+ holding days; 24+ physical control — perpetual inventory 24 continuous stocktaking.

Format: c(wll, Ug| objective AMAL RS, Ul AR AUER bullet -l ULEl 5. uRldl GeR
LRI SR labels d2As 24U €9, 22A 5 marks ARUA AHTSIAAUMHL L WAL — AlH UL 24 U 'list
down the basis' S8l Sl dl Ui % esl.

www.scanneradda.com

Remembering o 2llval ol d o] du §3 29y 539 - 1ust

= WY CIMA A A ASLel. 2 U 9UR—AL GriH € 24 dHA AR 2ACE 9 uS 8.

TQ5.1:PYQ 2019-Nov [6] (c) - DESC - 5M - Pg 46 LEVEL | Medium

Remembering

www.scanneradda.com

(e 6: Quantitative Levels <isSl 3\ Inventory Control [Inventory Control by

£ Setting Quantitative Levels]
E; L2P4-C2-T06
g Read first <l — ICAI Study Material, Chapter 2, Material Cost — quantitative levels ligll
E inventory control: economic order quantity, re-order level, maximum, minimum, danger N average
S
z stock levels.
NOTES

YiA formulae, GdRA o5 Ad AluR 8 oAeR d Ad: EOQ = V(2A0 + C), ol A = annual demand or
consumption in units, O = ordering cost per order 24 C = carrying cost per unit per annum; Re-
order level = Maximum consumption x Maximum re-order period (lead time); Maximum level = Re-
order level + Re-order quantity - (Minimum consumption x Minimum re-order period); Minimum
level = Re-order level - (Average or normal consumption x Average or normal re-order period);
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Danger level = Average consumption x Lead time for emergency purchases. Average stock level =
% (Maximum level + Minimum level), 242l Minimum level + % x Re-order quantity — UGl
Gl cird B & 2 ol wsedlont A Howdl A2, ed dil 83 Ay d etudl.

€35 SRl 1AL B URAE 52l Vi % VU] working 8. Re-order level maximum consumption

Y . . i N, | . o o . 3\ o e . A
w4+ maximum period € ©9. Maximum level minimum consumption 24+ minimum period & ©.

www.scanneradda.com

Minimum level ¢id-li average d . Danger level average consumption 24- emergency lead time &
8, o AedL2ll WA A, g5l isSl ©® — minimum lead time A&l vilel Bsl dal 2 euRldl
Gt Alell AU et B, Vi €25 level A A3 marks HA © d Wizl maximum 2l minimum
Al marks el {2,

o safety stock AL 1 i re-order level «f 34 e 8: Re-order level = Maximum
consumption x Maximum lead time + Safety stock, 242lcll 215 URIEL BeR % Ad 345 © d¥, Re-

www.scanneradda.com
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order level = Lead time consumption + Safety stock — 1,000 units a day x 45 days + 6,500 =
51,500 units. 21 UKl Hol 244 minimum level U2l Gleel Adld ©: Re-order level = Minimum

stock + (Average consumption x Average delivery time). Uil data % HERMH 251 240 d iR 244
M AUl URL WRL.

C, 224 carrying cost per unit per annum, olield 21 o 2 UL & i formula Yell Usludi usai
Hl2t Rl marks 3 8. Ut 98 U L dlfdls €2 21U d olell GURL: storage plus interest (2% + 6% =
8% of I50 = T4); storage, interest and obsolescence d12; interest on cash credit plus warehouse
rent; AA2cll, SR € TGEL YEL AHUIGUM] 241 Ul USdi $dl — 2.5 per kg per month x 12
months + 318 per kg per annum = %48 per kg. 211 ol sitldloll HE: insurance charges -l ¥20 per
unit L purchase price 80 Hi GHA 100 ScUHi 244 € 4 UgIl 251cR &dUSL 8, FUIR cash
discount A interest 24 finance -l HE 211 9IS el 8.

A, ¥l2d annual requirement, olitlq 1 marks sl 6l%) os2uL . Al w4 2 % material Hi
%QC{‘l: quarterly output x 4 x kg per unit; monthly usage x 12; annual output x the company's
market share; 244 i material 1 yield it Ui divide by the yield — 80% yield U2 2 kg per unit
2led 2.5 kg per unit. Ugd\, opening stock 24l iU dl deduct it: 22,630 kg -l requirement Hiell
opening stock 2,630 kg ¢lle Sl purchase requirement 20,000 kg 2(4. Working note oldldl; ulats
A -l derivation - 242l marks 241U 9.

quantity-discount cllotl Ut &4 Ll il 2 % ARQL U(Sc-l AR & 8, 24 d ¢id options €50
Yelddl uS €9: Purchase cost (annual units x the price under that option) + Ordering cost (annual

units + order size x cost per order) + Carrying cost (order size x % x price under that option x
carrying rate) = Total cost; ugd\ advise the lower total cost and state the saving in rupees. i€l

carrying cost -l U(sdui © — discount 2SR U2 the carrying cost must be computed on the
discounted price, 4 price U ], $1R8L & Aviell stock | value ©1él 8. HURIE] Aydls 2 mark
agcl Adarll Ul GHR ©: Hiel order average inventory 4 4Rl aelR € 8, Ui shrinkage, pilferage
21 obsolescence o dg wluin S 8.

Bl 244 AU Alsadl QAR AL: Number of orders per annum = Annual requirement + EOQ;
Frequency of orders in days = Days in the year + Number of orders, Uil % 360-day year %sQlld ©
d-ll UR. EOQ WR total ordering cost equals total carrying cost — eUllell GdHi T9,000 24 T9,000
— vied dHRL ¢l AissL ATeUt Ad YEL US dl dHRL EOQ W2l & 4 marks 81 d Ui i i
ussl 2Asl ©1. i consumption §5d maximum 24 average d\s AL S- Al minimum
Average consumption = (Maximum + Minimum) + 2 U2l slal; 24 i 12l material 2345 S5l
[EaRglmi Al Avig uS Ui maximum stock level 2424 formula -l sl 24 edl [Eai-l
consumption — 1 aluiadl =1L
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Application [ @ousdl - sum GSedl - 19 ust

= levels 21l $HHI SA — re-order, maximum, minimum, danger, average — SRQL s uiﬂi €35 re-order level
AR 8. A i C -l derivation QLR 2ieR AEl, 2l BU working notes Hi 4sl.
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PQ 6.3 - PYQ 2019-Nov [1] (a) {C} - 5M - Pg 50 LEVEL Il Easy
Application
PQ 6.10 - PYQ 2024-May [1] (a) {C} - 5M - Pg 58 LEVEL Il Easy
£ Application
-'-5 PQ 6.13 - MTP 2025-Mar S1 [1] (a) - 5M - Pg 63 LEVEL Il Easy
-'E Application
PQ 6.1+ PYQ 2018-May [1] (a) {C} - 5M - Pg 47 LEVEL Il Medium
9 Application
:
* PQ 6.5 - MTP 2020-Oct [1] (b) {C} - 5M - Pg 52 LEVEL II Medium
Application
€ PQ 6.6 - PYQ 2020-Nov [3] (b) - 10M - Pg 53 LEVEL Il Medium
o Application
§ PQ 6.12 - RTP 2025-Jan [8] - Pg 62 LEVEL 11 Medium
o Application
5 PQ 6.14 - RTP 2025-May [8] - Pg 64 LEVEL Il Medium
: Application
2
PQ 6.15 - PYQ 2025-Sep [5] (b) - 3M - Pg 66 LEVEL Il Medium
Application
5 PQ 6.16 - RTP 2025-Sep [7] - Pg 67 LEVEL Il Medium
2 Application
§ PQ 6.19 - PYQ 2026-Sep [1] (b) {C} - 4M - Pg 77 LEVEL Il Medium
£ Application
X PQ 6.2 - PYQ 2018-Nov [1] (a) {C} - 5M - Pg 48 LEVEL 1l Hard
§ Application
PQ 6.4 - MTP 2020-May [3] (a) - 10M - Pg 51 LEVEL Il Hard
Application
:
2 PQ 6.7 - PYQ 2022-May [1] (a) {C} - 5M - Pg 55 LEVEL Il Hard
= Application
PQ 6.8 - PYQ 2022-Nov [1] (c) {C} - 5M - Pg 56 LEVEL Il Hard
© Application
; PQ 6.9 - PYQ 2023-Nov [1] (a) {C} - 5M - Pg 57 LEVEL Il Hard
B Application
PQ 6.11 - MTP 2024-Nov [3] (b) - 6M - Pg 60 LEVEL Il Hard
€ Application
= PQ 6.17 - RTP 2026-Jan [8] - Pg 70 LEVEL II Hard
s Application
PQ 6.18 - RTP 2026-May [6] - Pg 75 LEVEL II Hard
% Application
z
2
2
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(<t 7: Inventory Stock Out

L2P4-C2-TO7

CONCEPT BASE — icUR Y¢il S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first dil — ICAI Study Material, Chapter 2, Material Cost — inventory stock out 44 Uj\él
usdi-l cost.

NOTES

L topic U WSU UK URIL 2], 24 pack Hi 2L UR cuildl S1E GiR 2], ed (A vy
inventory control 244 stock level Al GeiRIuill 619] 53¢ 8. Aisst Guortadid oied stock-out cost -l
(Asan@L 12 Study Material g4l

www.scanneradda.com

stock-out (€121 pack 98 5& ® d. inventory control -l objective £ to make a balance between
sufficient stock and over-stock, 24 URIAl Bt URRIH UR 5& 8: VYl stock §5 production
v2slddl 2], revenue 1 goodwill QL H1ASId 8. A carrying costs Lol & — VRIEL AAs i

ogndR{l 12l 18, A2 obsolescence 241 pilferage o BWH. BR % [1vsM s12 & d dAlsU BelRdly
©: a trade-off between stock-out and over-stocking is required.

www.scanneradda.com

Safety stock 24 ALt 8 F-i12ll Aisslalon Bl stock-out A WAL VRE €, A UM 2 aBl- in
order to avoid any kind of disruption in the assembly line ostacdl H12 11 AR 8. d S AR re-
order level (edld £: Re-order level = Maximum consumption x Maximum lead time + Safety
stock, 242icll Lead time consumption + Safety stock. d EOQ L formula i (¢laget idcl 2.

oflog At A2d danger level, 24 2 2 (6l & i AWMU replenishment U AIHR Avidlle]
o913\ €l ©91: Danger level = Average consumption x Lead time for emergency purchases.
Emergency lead time &42ll A&l AU 8 4 AWML minimum Sl g5l Sl)L 8 — uRlel sum
Hi 10 &l 30 -l q-A Pl A 8 [Ea.
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(i 8: Just in Time (JIT) Inventory Management

L2P4-C2-T08

www.scanneradda.com

Read first <™l — ICAI Study Material, Chapter 2, Material Cost — Just in Time inventory

management.

NOTES
Qrul, UL ACEMI: JIT 1 inventory management il 2idl 2A(GOH € BHi materials AR %
VRLERL 24 goods AR 9 Gl TRUR VRUR 3R SI, Vi &g inventory - ASU d2ell AL HT et

www.scanneradda.com
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R — u41el Ad QJ:ZH'I %5 — Al 8. Uels minimum or nearly zero inventory
oeyAPL 2Ale 8.

oA Rigict, 24 U BAHA A £S5 HIdL O: produce goods only when they are required, 21
products ASSIA AR % USTRALSA] IR A TSl Sl A sHis 2L 21 ol A4Ed1 marks ©

N

B 95 Bk 2HA s % dlsuHi dlad) € d s % Hoad 8.

www.scanneradda.com

i demand pull system 2L H12 5& ©: JIT 4 demand pull § pull through system of production UL
5& © SRQL S production -l A3l ARSI AST UL Alssl Wl Hdtell 2 8. Ut 'which system
of inventory management is known as demand pull' 2l 213 2 dl USEl QlscetHi JIT o A 44Ul 244
ol A 51RQL

sH, % OURIE BTiR 2415(d s €R B i AisA dAS BdRkal dl ©: demand for the final product

— production requirement arises = material requirement is communicated to the purchase
department — order is placed with the supplier = supplier provides materials for production. (Eaul

Alell: supplier - order ALSSHL order Ul — after — 91U €9, 4 'pull’ Al 1wl 242] 2 % 8.

www.scanneradda.com

G+Rl 95 benefits asRUA 8: JIT reduces unnecessary inventory holding, helps reduce storage
costs and avoid unnecessary stock, 24+ materials W2l HPL-L FscletHi production Hi dé -l vl
AN V. Ul G T Al HulerRAlAl ULEL 2L 2, 2led AAd] UlEl Buamtarll sl

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

Understanding duostdd, 244 el y8ld aidiad - 2 ust

= pull 4 APUE-RAEURA push A s o GualsuHi Ysl. HURIEL Bk 2 % (ARleL 5 © 4 A o A

:
3 Auond 8.
z TQ 8.1 - PYQ 2018-May [6] (b) - DESC - 5M - Pg 79 LEVEL I Medium
§ Understanding
TQ 8.2 - PYQ 2026-May [6] (a) - DESC - 5M - Pg 79 LEVEL | Medium

Understanding

(i 9: Relative Classifications <l 2R Inventory Control [Inventory Control on

the basis of Relative Classifications]

L2P4-C2-T09

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 2, Material Cost — relative classification -l VLR

inventory control: ABC analysis, VED analysis 24 slow-moving dl non-moving items.

NOTES
ABC Al U5+l format, WAL Gl 95 sH Vi olifl © d sHHUI: Item code | Units | Unit cost |

Total cost | Percentage of total cost | Rank | Classification. usdl total cost 2L, Ugdl percentage

www.scanneradda.com
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of total cost, Ugd\ by value in descending order rank 41Ul, 4 AR UL\ % classification -l AULELUR
adUsl. Ranking value WHIQL 8, SUIRY quantity UHISL A&l — 4udl technique AL HEL 2 % © i
Uil Al 9% usSdl duiiil ©.

classification Al BAER UM % UL B 2 Ale AWAL [HUH AS], ANl BULR % duRdlAL . s
Ul U 15% and above of total inventory cost as A, 6% or less as C, the remainder as B 211
45 8 — i HURIEL note 2 ¢l-s vilelld 15% and above A, 7% to 14% B, 6% and less C & ©.
olowl 24 3(0UHT 35 ©: 250,000 and above as A, $15,000 to 50,000 as B, below 15,000 as C.
ULEURA dHIRL classification BUR note RS BdIRL %32l URaisH el § dil sl [HuH edusl.

ABC il Gt 8 mark dlg] 34 8 ARIA HIBL B -1l YA 52A: HelA category UHISL aHi Ysi 2
€38 category HI2 Hel-{l ival, §¢ units -l 25143 24 § cost -l 2514 eictial. urlal Gty
R 9 luial-l l;L&‘l & — three A items are 9.89% of the units but 69.8% of the value, R
three C items are 69.71% of the units and 9.8% of the value — 214 1 % el store keeper 4
asclol AW 8 95 HiAdL Sdl § bulk quantity 212d importance.

VED analysis, 241 2R criticality €, value «é\: inventories < production function 244 i(dx
product Hie-l -\ criticality AL AR @d{lgd SAU 6, 24 241 a2([52WL generally done for spare
parts used in production. Vital — 21 « HA dl production process WRdA 24 production loss A,
l2d U strictly controlled by setting a re-order level. Essential — @321 U®L vital AS]; 4 HA dl
sub-standardisation 24 silatHdl-l Wie A 2S5, 2ied 2 reviewed periodically and get second
priority. Desirable — 2<cild ds(EUs; 4 HA dld production § sRIHALAL SIS Wi Ud] el

hospital cl¢] BelsWL HURIG & i A& AvdL 7Bg 8, SREL S scenario -l UKL A o AR ©: life
saving, rare and critical drugs are vital inventory, 5181 § their unavailability can interrupt
smooth service; ds(EUs drugs § substitutes, 9312l SiRIEHALA Wiz 2Udl ), d desirable €. FSN
categorisation -l 2112l technique ©® — d store keeper A dldl ecllRAL UR %R A HEE 5 ©
B+l expiry date A%)s © i Bl Al d&dl [Fiste sl 8, 41 slow moving drugs 21 WHISL
stock 52U V.

slow moving ¥t non-moving stores ussal — WAL AR Adl: stores ~{l el el Hel-l R
oldldel AHRS reports dUR Sl 2 dURLd; €l ogel Hel-ll inventory turnover period
consumption -l (&l § H[SA™MI 21RLdl; inventory turnover ratio AHUIAR dRLd, BHI issues
average stock -l 251R] dR\5 oFisclui 241d; 244 implementing the use of a well-designed

information system.
i A B2LselHl ARQL eURlEl udlet], o8 Uil oflowl 4¢l 8: non-moving HEl-l value ag ¢d1S d
yddi L [[Hste 12 U procedure 44 HRleRISL e1sd; diversify production to use up such

materials; 21 use these materials as a substitute in place of other materials. Si€l $5d 2llelcli-l
el Bl Alul-l © — sl SH2li strategies URL HIAL £, 244 LA 2462 marks HA 8.
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Remembering < 2llual &9l d g dH §3 29y 59 - 1 U8t
= VED HI2 QI grades AUl 24 €35 Al2L 24 A HAL cll g A d o81SL. 2L URRUH o5 grades A 4edl WS ©
2 2 9% mark 8.

TQ9.1-PYQ 2021-Jul [6] (e) - SN - 5M - Pg 80 LEVEL I Medium
Remembering

Understanding auosdd, 244 el Y814 oldlag - 1ust
= ABC 241 VED A HHi 24edL qvil: ABC value UHIRL ad(($:01 52 8, VED criticality UHLQL spare parts (Gl
s 2142l $H2ll VED Al sl 9.

TQ 9.2 - MTP 2024-Dec S2 [6] (c) - DESC - 4M - Pg 81 LEVEL | Medium
Understanding

Application [fud @ausdl - sum GSedl - 1 ust

= Ul BUER 3MUHT U AR UQL percentage of total cost o column oldldl. 218 column Al vl AR &
] 9% dHRL ranking - ASIRAAUS ol-1d 8.

PQ 9.2 - PYQ 2025-Sep [5] (a) - 8M - Pg 83 LEVEL Il Medium
Application

Analysis £ WSl ol 24 URUR Aoiel duRl - 1 U8t

= Ul si8 edld dld — 93 § store keeper % d9%ER Held ARAAAL Sdl — Ui dHIRL Uldl-L category -l
ARl AuRAA il ol 241 qell sl 241l

PQ 9.1 - PYQ 2021-Jul [1] (a) {C}- 5M - Pg 82 LEVEL Il Medium
Analysis

(<t 10: Ratio Analysis «ll UL [Using Ratio Analysis]

L2P4-C2-T10

Read first dil — ICAI Study Material, Chapter 2, Material Cost — ratio analysis &l inventory

control, inventory turnover ratio 244 holding period.

NOTES
YR WAL, Vi d MLl 2L % 51 Ald 8: Material consumed = Opening stock + Purchases -
Closing stock; Average inventory = (Opening stock + Closing stock) + 2; Inventory turnover ratio =
Consumption + Average inventory; Number of days for which average inventory is held = Number
of days in a year + Inventory turnover ratio, Ul 9% 360-day year %QUd 8 d-il UR. 244 4l columns
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Al Uals RS dllsdl, €35 column Hi 215 material, 9521 il materials Ulsc-g-U(sct q1e 21U,

el GriRAl AL & L Vi Uleli-il mark €. GIUL turnover ratio, 5 ¢sl holding period, 2ied
material a4y »su2ll §2 & — eurldl (s qi2 & Material N is moving faster than Material M
24+ Material A is moving faster than Material B, 5 Material A has a less holding period. 2sul
material 5 - AL 24 GURIAL BTR 52 & dH S1RQL AiSSIHT UL 45 days against 60 days.

www.scanneradda.com

@C-lg working, 9% 1R Yort ® AR average stock 2 ratio VAL Sl 244 purchases H12UL Sl
2 9 doiell BGleel Aldl: Consumption = Inventory turnover ratio x Average stock (6 x 59,400 =
3,56,400 kg). ugdl oA stocks slal — opening stock A4 A21QL, el dsldd e closing stock 1A
dell 2 dgldd dR1S duil, oid- Average stock = (Opening + Closing) + 2 Hi 45l 24 B5dl. Sed
Purchases = Material consumed + Closing stock - Opening stock, 9% consumption -{l 21w 521
allsddl 8.

www.scanneradda.com

slel Oe-l 8. Ratio 22d consumption @12l average inventory, closing inventory s\, 244
consumption 2 purchases «2ll. ¢l Gl Ul Ulsdall o vilel © 511l S purchases - consumption
AR AdrL; Ut e Aissl 2] €lell sl g dwl, consumption o UAs Yy cuil.

Units UR €l Auil. U kilograms Hi sl i 241y working kilograms Hi @ & 244 818 value
QU A2fl; 3R Sl Ui 441v] working 3[R @ . turnover ratio Gidl Ad Qe AvUL B, Vi
holding period ¢id Ad (eI

www.scanneradda.com

Application [ud @ausdl - sum GSadl - 3 ust

N

= consumption g W3S ratio WSl Uldl-il AL uiS RS olelall. 2 Uldl-il marks & 24 ¢{ed A8 Sl ol i
o Eulld 8 A YR ASI B,
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(i 11: Physical Control

L2P4-C2-T11

PQ 10.1 - PYQ 2018-May [5] (a) (i) - 5M - Pg 85 LEVEL 11 Medium
Application
E PQ 10.2 - PYQ 2021-Dec [1] (a) {C} - 5M - Pg 86 LEVEL 11 Hard
2 Application
-'S’ PQ 10.3 - MTP 2026-Mar S1 [3] (a) - 5M - Pg 87 LEVEL 11 Hard
e Application
:
2
z

CONCEPT BASE — uicUIR Y¢il 5165 udlear-ust -2l - Yy duidl w2 vudeus

Read first dil — ICAI Study Material, Chapter 2, Material Cost — inventory 4 physical control,

perpetual inventory 244 continuous stocktaking.

www.scanneradda.com
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NOTES

VUL topic U VASU U UL 2ll, 21 pack Hi A fadleldl 518 GxiR 2], led |- el records
24 shortage -l GRiui2ll dlddl 8. §5d UL U BUELR Al USdi perpetual inventory 244
continuous stocktaking Yy Study Material #i dil.

www.scanneradda.com

Physical control 21 inventory control -l AR BULUIRHIAL 2AS 8 %5 Ul GR aRld ©,
quantitative levels olieldl, relative classification 24 ratio analysis il 2112l 21 % LR AWUSI-L
record - 919l U WAWR USel material A& Had 9.

Physical control 95+l At dURUA € d ol AlUSI-L records pack Hi d@ldl €: bin cards 244 stores
ledgers ol perpetual inventory records €, 211 cldiall 2A8Y o{lomi-l (ciseu 2. bin card by the
store keeper WA 8, Ui quantities only SIU €9, 244 -{&l at the time the transaction takes place
21U 8; stores ledger by the cost accounting department uilx €, 2Ai both quantity and value
SIU 89, 244 (e only after the transaction has taken place 2 €.

www.scanneradda.com

Physical check 3] us3 8, i+ eouRldl GiRl A 58 Ad treat 52 8. dsldd l2d shortage, 24
treatment -l S1RQL UR §2 ©: material mishandling, pilferage § 2loll s 2ldl 518 uQL abnormal
SRR Udl shortage good units UR ASdl 2ll, 244 abnormal reasons -\ losses Costing Profit and
Loss Account Hi debit 24 8; shortage due to normal reasons is not deducted from cost, 12d
good units i BIAUS © 24 unit cost €l V. stores ledger -l Ui fraudulently misappropriated
by the store assistant and never recovered ldl 50 kg 1 current rate U2 balance Higl 518\ vl
24 material consumed -l value Hi2ll Gl&IR AL

www.scanneradda.com

(G 12: Material Issues «f Yedis- [Valuation of Material Issues]

L2P4-C2-T12
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Read first <l — ICAI Study Material, Chapter 2, Material Cost — FIFO, LIFO 4 weighted average

b . . H . hY
&8U material issues o valuation, 21 stores ledger account.

NOTES
FIFO, &Il AeElMi: materials -l issues 4 98 $H d VRl sl d s3 BHd qiual-l Ad, 2124 the
items longest in stock are issued first, 24 €25 issue §5d purchase price % dyjd 8, % Alg
olomRedld e”lladl el elld eedl Sl AR d AUggAN 8, SRQL S production UR ASdl material cost
Glaul 282 IR replacement cost 1211 2l; rising ®laMi production U+l charge low compared to
the replacement cost ¢ 8, 12d duRIAl Y3l-Ale-l AR (AU B2dl o e22l-l material
udledl 45 ot

www.scanneradda.com

LIFO, 89Ul AGEIHI: 21 €lRRIL UR § 8¢ed WRlelldl batch § lot -l Hel Al uddl issue A 8,
2124 the prices of the last lot are used until it is exhausted, 24 issue AUl w22l Hedl lot Sl

www.scanneradda.com
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gl ol UG lot 24 Al Blel URL ARIARIHE Al B. SN § delcll Glla-l UMM LIFO cost of
production GG ALY Hld Bl AVAMT HEE S 8, 2 2 AUl BUAUP]l & i g dllg sl &
FIFO & average methods €50 oiclldlell gl 24 ¢RLcll tax oig Gl 8.

stores ledger account «il format, 241 95 column s 53 © d: Date | Receipts (Qty, Rate, Amount)

www.scanneradda.com

| Issues (Qty, Rate, Amount) | Balance (Qty, Amount, Rate for further issue). weighted average
&80 balance -l rate after every receipt 521 21QUU © — total balance amount + total balance

quantity — 9URIEL GRHi 15.00, UE9l 15.75, U9l 16.50, UE9\ 16.35, US| 16.48 — w4 UL
receipt Yl €28 issue V1 % rate U2 o1 ©. FIFO and LIFO €59\ balance < column lot by lot ut1x
8, €35 lot Uldl-l Ulsaui Uldi-l rate 12, 24 1 % dHA UL issue -l (BHd slaal € ©.

ol Bl UASR 9 issue 2l A SURIAL G ViU WA Ad treat 53 8, 244 Siel 2 % . return to
the supplier issues -l column Hi Al 8 ugl | (ud the rate of the lot being returned UHIQL
YsIU 8, Alg weighted average UHISL AEl — 15 April Al W€l west 2Rkl 300 kg weighted
average 41 LIFO ¢id ledgers Hi $18 UR 21uL. shortage or misappropriation UQL issues -l column i
o Alelld €9, UQL the current rate U2 — weighted average €50 £16.48, LIFO 850 ¥17.

www.scanneradda.com

i olui2dl 218U material consumed 2l UL BR 55 issues % GHR ©: weighted average,
15,750 + 19,800 + 16,350 = 351,900; LIFO, 16,000 + 21,600 + 16,000 = ¥53,600. Supplier 4 U.lg?
UG 244 50 kg -l shortage — il ledger Hizll cisIR i sldl ©di consumption Hizll cusid .
Closing stock 212@ 8¢l balance % — 40,376 under weighted average - 15,000 + 16,000 +
7,650 = 38,650 under LIFO, i LIFO -l 24isSl ¢ell lots -l ARl .

www.scanneradda.com

U=l ledger A ¢ied production 24 purchase -l data 2414 Ui USdi quantities oliell. Ul FIFO -l
G<R udd| total production = working days x production per day 318l £, Ug9l consumption =
production x kg per unit, ugdl total purchases over the period = consumption + closing stock -
opening stock, Ugdl AWM 2512 - purchase -l el H[SHL UHIQL A& 8 i €35 H[SHIA
L H[SAIAL eUld Yed 8. AR U\ o ledger ERIRL . AL AR WILAIA 4L marks HA 8.
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Understanding auosdd, 244 el Y814 aidiag - 1ust
* FIFO § LIFO AyMoyladly SRl AR USdi pricing Al [Fum i Uedl edla-2ci-{l 246 LUl dtidl 24 eledll
i S5l 1AM 2SEL marks ©.

www.scanneradda.com

TQ 12.1 - PYQ 2018-May [6] (e) (ii) - DESC - 2.5M - Pg 89 LEVEL | Easy
Understanding

Application [Fud @dusdl - sum GSadl - 2 ust

Y

= FIFO 24 LIFO M2 balance o column u&ell vlsciall @ lot UHIQL €RL. Balance A s o5 issHi ¢19] 53

-

gall2ll el issue -l [SHdl Sladl AASU o1 & 2 ¢d vl ledger Hi Ald 8.

www.scanneradda.com
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PQ 12.1 - PYQ 2019-May [4] (b) - 10M - Pg 90 LEVEL 11 Hard
Application

PQ 12.2 - PYQ 2023-May [2] (a) - 10M - Pg 93 LEVEL 1l Hard
Application

www.scanneradda.com

(1 13: Returns w4 Shortages « Yeis- [Valuation of Returns and Shortages]

L2P4-C2-T13

CONCEPT BASE — uicUIR Y¢il si6 udlear-ust «2dl - Yy duiRl w2 vudeus

Read first <l — ICAI Study Material, Chapter 2, Material Cost — material returns 11 shortages j,

valuation.

www.scanneradda.com

NOTES

VUL topic U VASU U UL ~2ll, UL 2L (ML stores ledger 244 material receipt -l UL
GRS\ U 2l B, 2@ A -lel Vil 241d B; return-to-stores clonl (AL HI2, B+l UR
pack Hi- 8, Study Material diRdl.

Return to the supplier. Ul stores ledger i d issues -l column Hi el € 24 -] (BHd the
rate of the lot being returned UHISl Ysi 8 — %18, v2d 15 April -l VRIElHL ¢l — weighted
average Vi LIFO cid ledgers Hi. -l (BHd ¢ average rate WHISL sidl 2{l, 24 AR uel el
balance UR balance -l rate §3\ QU 8, %5 16.50 2l €2\ 16.35 A ©.

www.scanneradda.com

Shortage found in the stores ledger. d W&l issues -l column Hi % 1A €9, UL the current rate U
— fraudulently misappropriated by the store assistant and never recovered idll 50 kg "
weighted average 860 ¥16.48 44 LIFO €50 T17. Return § shortage clMiell 452 value of
material consumed -l G191 ci-iq] 2ll, % URIAL Bk §5c AR issues Hizll o QL S.

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

Shortage found on receipt — treatment SIRQL U §2 . material mishandling, pilferage § 210il
s 2dl s1¢5 UL abnormal 51RRI Al shortage good units U ASdl -2ll; abnormal reasons il
losses Costing Profit and Loss Account Hi debit 212 €. Normal reasons -l shortage good units il
total cost Slacll M12 cost Hiell ¢lle 5cll A€l — good units -l o2l €2 € URl value el2dl 2], ed
good units 2 w2 Glus € i cost per unit qd 9.

www.scanneradda.com

s \(sui siel: abnormal shortage 4 out of cost A8 %8 Costing Profit and Loss Account Hi
WA 8; normal shortage in cost % & € 44 fewer units U el £9. Normal shortage -\ value
ollg sdl A o ¢jd 22s1ddl YURIE] working note AWLE ©.

www.scanneradda.com
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(4 14: Materials -it normal 44 abnormal loss < treatment [Treatment of

Normal and Abnormal Loss of Materials]

L2P4-C2-T14

Read first cil — ICAI Study Material, Chapter 2, Material Cost — cost accounts i waste, scrap,

www.scanneradda.com

spoilage, defectives 244 obsolescence j treatment.

NOTES

Waste Al scrap, OUIREL AR BULIR Uy Meaning — waste 24 raw material <l 21 G191 © %5 AAS
& production €[ MR & 2 5| €A 8, scrap 2 output & % dg) UBUL R §S51 § dAl eart
8; Relation — waste production process -l raw material § inputs 112l oISl €, scrap 1 the

www.scanneradda.com

loss connected with the output ©; Identification — waste may be visible or invisible, scrap
generally identifiable and has physical substance; Recoverable value — waste 1 generally has no
recoverable value, scrap - by-product S&cid € 1 2| 2lS\ recoverable value S 8.

Scrap AN defectives, HUIREL AR VLR UR: scrap A the loss connected with the output €,
defectives output dH9 input ¢id A1 TSIl ©; ol A [FRe91U €9, UL material 5 process -l
7l dle scrap & e 2AScl el UR defectives AU control system o] R e 2AS V; scraps
are generally not used or rectified, oUR defectives can be used after rectification; scrap 1
insignificant recoverable value Sid 8, defectives ARl HIE Sl A0 EHd dA™ ©.

www.scanneradda.com

scrap < treatment, vt VA ol Ulsct 15 ALE AVl Normal scrap — L cost BeullEd good units
Glaus 8, 1 A realisable value Hi2ll Hadl 241as cost Hizll clie A1 8. Abnormal scrap — scrap
account L YU cost charge AL &, A¢i(Eld job § process - credit Hol 8, 244 realisation UR scrap
account Hi edl -5l § w2 Costing Profit and Loss Account Hi |8 sl .
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defectives -3 treatment: Normal — defectives -1l dULQL U-\ realisable value i€ Sl 9% cost &
dedl 54 good production -l material cost Hi charge &2 €. Abnormal — abnormal defectives -l
material cost material cost Hi delldl -2{l UL 2Adl defectives -l realisable value -l credit 241241 Ugsl
2 loss d\S QLM 24l €9, 24 abnormal loss <l material cost Costing Profit and Loss Account
Ui de) oy 8.

Spoiled work 111 defective work, SREL § case -l Ul 24 o U(s<l UR $2 8: spoiled work 2 214
BeuleA 8 o5 AYRMULL ASRR 8 SREQL S A AHR Aslg -2l & 3R delac Yl aldl usig -ell,
i AL 2L SIS GeulleAd-[EHd & 42]); defective work 3R] dQlarlii €llRRQI YA 53¢ =il ugt
AelRl] S $A Vi deRIAL VR 5 YR ASRL 6, AL UL d dARL § AURIRAA ARLS Gl 8.
0]l SALL YR ASRL S ST d o 8.

www.scanneradda.com

defective work il AL A%, WA €35+ UG treatment: (i) where a percentage of defectives
is unavoidable in a batch — ciRd(cls defectives within the normal or expected limit Sl dl
rectification -l cost 21 normal production cost 8, 9% Yl batch 4 charge U5 ¢ell units UR

www.scanneradda.com
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dSAR 8, UQl defectives normal HUIEL Sl €1QLL dell o1 dl delRiAL UR Udl delRIHl rectification
cost 2 abnormal loss €9, 98 Costing Profit and Loss Account i 48 esd(d ©; (i) where the defect is
due to bad workmanship — qtH(- Ad abnormal cost, SRRL § d ([GAslaH Ml -1 8, 214
Costing Profit and Loss Account Hi cv{l vl 8, Ridit § siH-L deild U2l management 244$
sell-ll defects -l UL Avg S — i el 2U(Ed el rectification cost normal production
cost & i batch - charge 2R 8; (iii) @i vitdl Inspection Department 24 10l e+l
material W2l Ad 512 dlell slaell Gledl U sl — d ssclaeR (Aot 2i2d § Inspection
Department + charge &4 8, batch Al manufacturing cost Hi delldl -2ll, 24 abnormal ejeHizil
as-Hd| slal Costing Profit and Loss Account Hi €8S il €.

www.scanneradda.com

Obsolescence: the loss in the intrinsic value of an asset due to its supersession. Material obsolete
ol 8 i d Uld obsolete Us) 2-EAL machinery -l spare part § component €12, where it is used in

the manufacture of a product which has become obsolete, - i AQlalHi JEURL & GHlaHi
el21Sl aud(2ll 21 material -l wouRA o{l%) material 21ldl %1U. Treatment in all three cases: the
value of the obsolete material held in stock should be written off, 2A-l Guecel 2ivs ¢iid [Fsle
5l dcl UdLEl ddli, 24 21 wied abnormal loss 2Ll d2il 244 manufacture -l cost l G191
ollad).

www.scanneradda.com
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Understanding auosad, 244 eeii Y814 aldiag - 4 ust
= distinguish dlowl WML Sledl column Hi basis j AH qul — meaning, relation, identification, recoverable
value — AR g2l (ARl dudld cied.

TQ 14.4 - PYQ 2026-May [6] (Or) (c) - 4M - Pg 98 LEVEL | Easy
Understanding
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TQ 14.1 - PYQ 2018-Nov [6] (b) - DESC - 5M - Pg 96 LEVEL | Medium
Understanding

TQ 14.2 - PYQ 2024-May [6] (b) - DESC - 5M - Pg 96 LEVEL | Medium
Understanding

TQ 14.3 - RTP 2026-May [17] (b) - DESC - Pg 97 LEVEL I Medium
Understanding

(i 15: Materials Al 9uRL2l [Consumption of Materials]

L2P4-C2-T15

www.scanneradda.com

Read first <™l — ICAI Study Material, Chapter 2, Material Cost — materials -{l consumption 244
stock level -l formulae Gldal Uctladl.

NOTES

www.scanneradda.com
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1L topic 124 stock level -l formulae Gl Adtddl: dH- levels 2 consumption -l €2 §
lead times Ye914 €. Formulae ciedicll -2l — Re-order level = Maximum consumption x

Maximum lead time; Maximum stock level = Re-order level + Re-order quantity - (Minimum
consumption x Minimum lead time); Minimum stock level = Re-order level - (Average
consumption x Average lead time) — d¥ §5d €35 291QUL Ue HI2 Bsel ol

www.scanneradda.com

uddi lead times sl2l, simultaneous equations 2\. %l U & § minimum 244 maximum lead
time dRAl dsldd 4 €y © 14 the average lead time is 7 days, Ui B-A=43 (A+B)+2=7

dull, 2124 A + B = 14, 342l minimum lead time 5 (€<t 44 maximum lead time 9 (€<t HA. 2 &
isSL BRelcaHl 24d Ul Yell usMi ollog sg) w1 6l usig .

el levels A 21 sH @l 98 AU WA 8. Maximum consumption re-order level Hi2ll 24id ©:

www.scanneradda.com

1,80,000 = 9 x maximum consumption, 2@ maximum consumption = 20,000 units per day.
Minimum consumption maximum stock level Hiell 241d €9: 1,90,000 = 1,80,000 + 90,000 -
(minimum consumption x 5), 95Hiell 16,000 units per day HA\.

gurRlel Bk minimum consumption Yell wsludlAl eflosl Hdl gL oldid €, minimum stock level
U5, 1 oid Bis0dlont AL HAdl el — led dil sUl auUl d evil. 1,00,000 = 1,80,000 -

(average consumption x 7) VEO|| average consumption 11,428.57 units l—lf?l; ygdl average

www.scanneradda.com

consumption = (maximum + minimum) + 2 422l minimum consumption 2,858 units HA\. ¢id
workings 2SR 4S5 Ui 8, ved dd dladdid oled €35 HRLl AZALAHT il 98 Aciel vl ©1
d dull 24 2 oy A0ia1 Aedl

giel vil2l lead time - vii2l consumption A& Bisdl-l 8. Re-order level Hi maximum
consumption &42li maximum lead time A& oIS 8; maximum stock level Hi minimum
consumption minimum lead time (2l; minimum stock level i average average 12l. el U
$cll Bletzl UusiHi 241 w19 ARN Al ag %3 B, SREL S AUl Bl UR dH ussl uls Adl sle
AHFRL-ASIRARI el t2]l.
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Application [Fud @usdl - sum GSedl - 1 ust

= formula 2L uHIRLeid Alell 3uMi eudl, uedl ostQlll AissL Y51, Uedl AUoBUL UeA AL Ulsctui Bsdl.
UM formula 5l §5d G’ ewdll method -l mark ol € ©.

www.scanneradda.com

PQ 15.1 - PYQ 2025-Jan [1] (c) (i) (ii) {C} - 4M - Pg 100 LEVEL Il Easy
Application

www.scanneradda.com
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UsWL 3

Employee Cost 4 Direct Expenses

12 (A - 46 adllgd usll - Hste: A

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvycMi Al &

uddi sums

Level | — Comprehension & Knowledge 17.6% 245 uiell 43 marks

Level Il — Analysis & Application 82.4% 245 uiel 202 marks

Yu-l Level | *yicii Hulerell 12l 4L USWUAL HIAL 18% marks Comprehension 24 Knowledge -l 8, %13 UUR HI2 ICAI < 20-30%
8. 2UER Adl Bl theory AT oig 2| & — UElHL @221 €35 mark sum BSAlA % HA B, led dUR| led AeURY, dli2
A&l

www.scanneradda.com

(i 1: Employee (Labour) Cost

L2P4-C3-TO1

CONCEPT BASE — icUIR Y¢il S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first il — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — employee
cost L2l o1 € 244 d product -l cost Hi 56 Ad ude .

NOTES
Employee cost SUI3YU §5<l basic pay -2ll. SURlel €35 Gl A Uats RS olid 8, 1 A 1l
2| 21 9 iU ©: Basic pay or salary, Dearness allowance, Bonus (salary 244 DA - asQudel
25ldR\), Employer's contribution to P.F., E.S.I. etc., other allowances, 1< share of employee
welfare cost. 21 ANl AU 532\ annual cost of each employee Hadl. allowances 244
employer -l contributions @R ALl salary -{l ulsciuiall Guidal uissl Hl2l LAl marks A[Hid 8.
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Employer -l contribution 1 cost £; employee -l Uldi-l contribution deliRA-l cost 2ll. eSuRiel
BRI P.F. 244 E.S.I. 4i employer -l contribution gross wages Haddl earnings i added 21 €,
1 ugdl employee 44 employer cidi-il contributions deducted 3\ net wages paid Yl w2
8. Net wages paid 21 SIHERA HA 8 d ©; cost Hi Aslaall Aissl 2 2l

www.scanneradda.com

Cost per hour = Annual cost of the employee + Effective working hours. 21 21yQ{s-{l o{ley) u(s<ui
o marks €: effective hours 212€ Ysdel hours Hi2ll leave olle 244 normal idle time cll€. Abnormal
idle time sAU1RU BSeHiall clle Al A2l — -l cost A S21U .

SIMER direct © 5 indirect d 4sS1 52 © § cost SUi %2 B direct SHMERL setting-up time - cost
of production Al {191 AL B, 44 indirect SIMER-L normal break time - overhead rate <IRL

www.scanneradda.com
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ajedl-{l olletd AL 8. treatment -AS5| Scll USEl USHT SIHER] ARIH il

cost sheet Hi employee cost sdi 6lA ©: G\ Material cost + Labour cost = Prime cost i€l €,
ug9l Prime cost + Factory overheads = Factory cost. U factory cost Al wage rate 21&’1 @C-tg
Alddl] 5& AR i 2L o 2 Gleteldl o1,

www.scanneradda.com

[ctu 2: Employee (Labour) Cost Control

L2P4-C3-T02

Read first il — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — employee

cost 4 control.

www.scanneradda.com

NOTES
employee cost -l control H12-i 2116 URHUN, G 95 1 B 8 d sHMi: 1. Assessment of
manpower requirements; 2. Control over time-keeping and time-booking; 3. Time & Motion Study;
4. Control over idle time and overtime; 5. Control over employee turnover; 6. Wage and Incentive
systems; 7. Job Evaluation and Merit Rating; 8. Employee productivity. 2l 12 marks -l A€l

U 8 — ULl BR, VIHiAL 245 UR [Foiel 4 eull,

www.scanneradda.com

Bl YIEN-L €35 HE UL USQIHL 213 UA&UAIUS topic 8. Time-keeping 24 time-booking Higll
idle time AlsA 8; idle time 244 overtime -l Uldl-l treatment -l (HUHl €; employee turnover -l
Uldl-l rates 8; incentive systems Halsey 244 Rowan -l formulae @ld €. ULEA USWI-L 452l RS
ARl

-

marks URelt-20 2410 cll o5 ALELAL €35 HE 1A AHPCALAL A5 Ulset vl AR marks UR eurldl
Bk 2415 2Als 24U & i ofloy 59 AT, 2led marks (s % HA B,
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Remembering < 2llval &9l d g dH §31 29 529 - 1 Ut

= 5 AS SHHI ULE AL UELUOU U dH S2el AR s dvti 2 210 duRA 8.

TQ2.1-PYQ 2025-Sep [6] (c) - DESC - 4M - Pg 108 LEVEL | Easy

Remembering

www.scanneradda.com

(cru 3: Attendance 14 Payroll «ll w(BuAl [Attendance and Payroll Procedures]

L2P4-C3-TO3

Read first <l — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — attendance
24 payroll l procedures, time-keeping 2 time-booking.

www.scanneradda.com
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NOTES
time-keeping -l © objectives, 4 UL 8 dH: payrolls dUR S:dl HI2; for calculating overtime;
employee cost 4S5l $all B 2L UR VigRA Avidl HIZ; idle time -AsS| s:dl HL; for disciplinary
purposes; 21 for overhead distribution. 'any four' HI2ldl U URQL 4L e9H{ell AR % HI9L B,
objectives d\§ dudi.

Time-keeping 21 time-booking 2is 9% record 2], 244 21 ol dRA vl 95Ul 2led idle time.
Time-keeping SMER S19¥R ALl 24 3-1L UAL YsaAAL d A+ -lEl O; time booking jobs AH iRl
AHY AlE 8. GriRiHi idle time -l cUwiL o the difference between the time paid and the time
booked 8, 2124 ¢l records sldld SRR % 2 & § dgldd 2Alell ASU.

Bio-Metric Attendance System — G+iR 9% AR A& ARQUA 8: d manual registers § attendance
cards A ¢ied SHAURRAA i+ unique physical or behavioural characteristics 2l 2{lcu{ld s1952
g 8; d fingerprints, facial features  retina scans 3<ll stores biometric details Y& database
Hi AW 8 2 €35 duid i verifies 52 ©; d fingerprint scanning, facial recognition, retina
recognition N computerised time and attendance tracking AR 8; i ARU - slalell d
prevents proxy attendance 2 AU ézl%ﬂ dal payroll -l Giet] el21s ©.

biometric «ll Gtk Hulel2ll YA 5. uRlel G 2 sl YL A B § d may not be economical
for small organisations $1QL § high installation and maintenance costs Sl 8. U scenario d3\s
YsRIL Sl (proxy attendance clall 3,000 SIHERI factory) cdl dedQll QU] AHUL A —
proxy attendance 21 payroll -l ¢{ell — asiseli oISl 2t vRIHL AdaRll G oSl

Analysis ©&WslH oslg 24 uRUR Aoiel duRidl - 2 ust
s yefl Avaul UL — AR objectives, § system Al AR — - AU Al USAi €3S A UL Marks
Al €ldefl Held AR .

()

= UL slE AHRUL 2Usd (proxy attendance, payroll error) Ui 2T AU 2s daiQl sslsdl asld 8 d
AHRUL AL LS @S| S12AL Gl 244 UL dibAl Gl dRUAL Mg 2 % ©.

TQ 3.1 - PYQ 2020-Nov [4] (c) - DESC - 4M - Pg 108 LEVEL 11 Easy
Analysis

TQ 3.2 - PYQ 2026-May [6] (c) - 4M - Pg 109 LEVEL Il Easy
Analysis

(v 4: Idle Time

L2P4-C3-T04

Read first <l — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — idle time,
i RO 4 cost accounts Hi Vi treatment.
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NOTES
AGERA: 2isdl-dl curvuL: idle time A 21 AHU oF LU SIE production g -2l SREL & SHER
AcRA & O Ol Vi YALR HA B; oflost 2oelMi d the difference between the time paid and the
time booked €. d normal or abnormal Sl€ 8. 21 UL ol el marks ©.

www.scanneradda.com

Causes of normal idle time: factory il €alo512ll S1H-{l oL Yelli el AHY; 25 job 244 oflont job
R dUl; the setting up time for the machine; normal rest time and break for lunch. Causes of
abnormal idle time: lack of coordination; power failure 241 machines j, breakdown; raw materials
Al 2e0dl, strikes, lockouts, -etoil supervision, 24121, Y.

AL treatments, i €38 Qj, AlY 83 ©: direct SIHERL normal idle time (setting-up time) treated
as a part of cost of production 24 standard hours or standard rate ¢iitldl duid dRIARHI AdiY €;

indirect SIHER-L normal idle time (rest 244 lunch breaks) considered in the computation of the

www.scanneradda.com

overhead rate; abnormal idle time (machine breakdown) Costing Profit and Loss Account Hi 4¢d1
HE dR\S a8, UUARLA vil2l B<iR breakdown -l AHY production UR ASldl € 8.

Effective working hours — ul&s o8 working < marks 24114 8 d: working days x hours per day &l
203 53, leave period 4llg 531, U9\ normal idle time clle 52U URAl B<RMi 8 sels-L 310 (e, 30
(EaRu-l 2051 4 70 seis-l normal idle time Sl i (310 - 30) x 8 - 70 = 2,170 hours HA\ 8.
Abnormal idle time A&l ol Udl A2l — A alle 52U 242d hourly rate 4 L UL €35 A4issl
uil2l.

www.scanneradda.com

Cost of abnormal idle time = abnormal idle hours x employee cost per hour. ©URIEL G<iHi 50
hours x 3234 = 11,700, 21 21 54 job - 48|, Costing Profit and Loss Account Hi %14 €. Ui clltls
working hours 24 normal idle time 2@l non-productive hours -l 922l 24U Ui effective hours
2led 2{lg annual working hours - normal idle time (2,160 - 360 = 1,800 hours), 241 effective

hourly cost 2124 total annual earnings + effective hours.
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Remembering < 20ual &9l d g dH §3 29 529 - 1 U
= U2l normal 241 abnormal idle time Hi dSARL 8. ¢l 2Als Al Gk AUl 44 €35 A SREIL VUL — ol
s o YIEMI lonad(edl a1l mark 1 €.

r €35 Gl Gl SREL GiA B, UL UL 1S oIl 2id Vs Ulsci treatment GHRL: normal idle time cost M
A 25, abnormal Costing Profit and Loss 48 9.

www.scanneradda.com

TQ 4.2 - MTP 2024-Dec S2 [4] (b) - DESC - 4M - Pg 111 LEVEL | Easy
Remembering
Understanding auostdd, 244 el y8ld aidiad - 1ust
= AL A i 3uHi 2isl — 'no production although paid' 244 'time paid less time booked'. 6{lo§ 3u s
ARLAR ASU eI O,

www.scanneradda.com
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TQ 4.1 - PYQ 2024-May [6] (Or) (c) - DESC - 4M - Pg 110 LEVEL | Easy
Understanding
Application [FaM @dusdl - sum Gsedl - 2 ust
= G4 QL columns L sisl dR\s ausdl: Situation, Normal or Abnormal, Treatment. CPHSQQH‘[ mark 211
treatment -l mark 2&3 8.

= Effective working hours - 14 €l€léll working note d3\5 aidldll. Normal idle time 9euiell Hlsa ©;
abnormal idle time -l cost Wldl-{l 24eaL vlscHi sal 8.

PQ 4.2 - MTP 2025-Jul S2 [3] (c) - 5M - Pg 112 LEVEL 11 Easy
Application

PQ 4.1 - PYQ 2018-Nov [5] (b) (i) - 5M - Pg 111 LEVEL Il Hard
Application

(v 5: Overtime

L2P4-C3-TO5

Read first <l — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — overtime

24 overtime premium < treatment.

NOTES

i A%B121, UiA treatments — 1H- 5161 dAS ULe AL (i) General production programme or
urgent orders: overtime premium - overtime 5cll 21 AlssA (G191 & cost centre -l overhead cost
QLA 241d 8. (i) 2As [Actdm oflent (Aol ojad dle overtime: premium charged to the
department at fault. (iii) -ll{d d25 FUFA Udl overtime, Gl SHERIA 2489d: premium treated as
part of employee cost 21 job - effective average wage rate U2 charge 514 ©. (iv) Abnormal
conditions such as flood or earthquake: premium cost - <8l U@l Costing Profit and Loss Account

S 8. (v) Overtime at the customer's request: premium charged to that job or customer directly.

2 Wi (Al Qe 3u. udeli rate -l 5181 oliell: basic rate per hour, Ugd| €25 overtime rate
(basic rate -l @RQuUAL 2s1cd)), 24 €25 UR 52ell hours. UB\: policy alou (511 $2udel average
wage rate = Total wages + Total hours dlURl 24 job - total job hours x inflated rate Asicll; {lost
€35 (5UM1 job A total job hours x basic rate ASlcll 244 premium A &2 AL Premium Uld

&42li (overtime rate - basic rate) x overtime hours ©.

Premium 2 deliRi-l ¢dL 8, 241l overtime Al YsaR(l AL ©uRldl GMi Sunday -t hours
U+l premium (311.70 - 36.50) € 4 before-and-after <l hours Ul (310.40 - %6.50); 21 hours -l
basic ML AMI-U rate U job Hi % S ©. 21y overtime wage overhead 4 § Costing P&L - Asldl
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gq 21 24l topic -l Alell AL et .

Ordinary wage rate per hour = (Gross wages excluding overtime + Employer's contribution to
E.P.F. + Employer's contribution to E.S.I.) + Normal working hours. e9u@el Guiuiall ol dld el

overtime wages 2i2Hi2ll excluded €9, 244 employer -l contributions included €. S1€S Als51 job UR
53l overtime ugdl wholly to that job S £, %12 ordinary wages AU 251<R1A jobs <22
aSA B.

Productivity U overtime il A — SHURIAL AR HEL: overtime premium is an extra payment
8, % normal rate GURid Ysald ; efficiency of operators during overtime may fall 2124 output
AWML Sl 2 241d; SIHERL overtime sHLdl HI2 hold back output during normal hours s31 215
8; i ©12q output dl adlell premium cost of production delR 8. 23 A vlsctell 52U §
overtime Al AR ARid %32 SlA AUR % ddl B,

Understanding auosdd, 244 e y8ld aidiag - 1ust
Y by

= Ui Aol usi-ll Bk ol columns L 181 dR\s duil. €35 Ao UldiHl mark 8, 22d udq treatment
Vig US i sl oatsd e,

PQ 5.2 - PYQ 2022-May [6] (c) - 5M - Pg 116 LEVEL | Easy
Understanding
Application [Fud @usdl - sum GSddl - 2 ust
= 518 UL ALl Bk dvuldi USdi rate-and-hours -l 161 Gitll. 6-mark -l UM A1 AL 2 % basic
rate 244 A 9% premium AL 2451 52\ AU ©.

= €35 AL HI2 job A USAL U - I8 (s ASl _WH — 6l duil (overhead, olowl [det12L, customer, §
Costing P&L). ASEL marks 2 AR UL 9.

PQ 5.1 - PYQ 2020-Nov [4] (b) - 6M - Pg 114 LEVEL 11 Medium
Application

PQ 5.3 - PYQ 2024-Sep [2] (b) - 6M - Pg 117 LEVEL 1l Hard
Application

Analysis €Wl oslg 24 URUR foiel duReell - 1 1%t
= YRl overtime -l productivity U+l effect <l €, overtime premium -l cdul-l 4S8l Usdi AR Acilo;
premium A §5d cost Al 245 URRUH ds dldl.

= ol [B2Ul UL — output Hi 51 AUANUAL AU 24 diedl JUA SRIEHAMT B2LS], AUl d&UL AMIA SALSH
ellML s Sl 2. Vs BeR 2y el B.

TQ 5.1 - MTP 2025-Mar S1[2] (b) - DESC - 4M - Pg 113 LEVEL Il Easy
Analysis
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(i 6: Labour Al GUidL [Labour Utilisation]

L2P4-C3-T06

CONCEPT BASE — icUR Y¢il S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — labour -l
utilisation 4+ 244 HIUdl records.

NOTES

Utilisation 212d Ysddl AU jobs At ATHRAL AHU AR Auilddl. Time-keeping WSl 41U ),
time-booking ollosl AU 8, 244 dsldd 2124 idle time — Gl idle time A 6RIGR A % dsldd RS
uUlld 52 8. time-keeping and time-booking U2l control 21 employee cost il control Hie-i
R ouRd] AElMi He 2 .

www.scanneradda.com

Utilisation < 11 cdl viq U vled effective working hours. Ysdel hours Hi2l leave -t hours
244 normal idle hours ¢le $di production M12 WWR BUAGH hours HA £9; 1L USWIH €35 hourly-
rate -l QLA A % WissHiRll UAR AR B. SIHER-L hours absenteeism, leave 244 normal
unavoidable idle time d\§ WA WAL AU SIU AU A % 51 Glle 5A WA €35 GUEGUSIA M
AL

www.scanneradda.com

Utilisation 14 efficiency ogel Uil 8. Utilisation Y® © § Ysdell AHuH{l S2all s1H A led;
efficiency ‘i@ B 5 el 21 AU Vel s1-L standard time A Scl A © (efficiency rating -l
formula %g1l). % Ut standard time 24 paid time ol 24 d AHLIA Ad oid AisSLHEL .

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

(i 7: Wage Payment i Incentives «ll Weildil (Time Based) [Systems of Wage

Payment and Incentives (Time Based)]

L2P4-C3-T07

Read first <l — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — wage
payment -l systems, time-based system - incentive scheme -l Uiga(l.

www.scanneradda.com

NOTES
Time wage system: Earnings = Hours worked x Rate per hour. €35 premium bonus scheme i o
YIRAL UR oitlid © — Halsey 244 Rowan ¢i-l time taken x time rate 2{l 213 24 € 244 24 bonus
GR ©. Guaranteed time wage 1Rl € UL oiiel ©: %l piece-rate -l QLR guaranteed weekly
wage 5 20 24ld i the worker gets whichever is higher.

www.scanneradda.com

Ul 'suggest a suitable incentive scheme' 58 AR Ul B<? © Rowan Scheme of premium
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bonus, 981 variable sharing plan Ugl 5& 8. schemes -l €120 Gl A 2AUL; 2§ % A ML 444
UM 45 O d €38 ARl AWM i dlowed] s:dl.

AQL SR, U2 VU B d AL ARl LA 5ISAi: (i) Rowan €50 the entire gains of the time
saved do not pass to the worker, 212d employer 4 Ugl ($R1l ¢ ©; (i) SIMER cannot increase his
bonus merely by increasing speed, SRSl § bonus AR A2l dg AR O SRR time taken 2 time
allowed -l GIRAGR VST S1U — 2L TR0 SHERL A 3SU 511 52 © 9 quality o1ad; (jii) -dl
olddl rate-setting (Ae1191 A1 2L scheme safeguard against loose fixation of standards ©, 510l §
SIMERL 2lel standard Al JRele A ASdL 2l

AL A Yel o (GauilAl vilel aul 8. Rowan -l bonus time taken = half of time allowed U2
HSH AR 8 — SHER TBH BH HSUL AL dH dH d delcdl o5l 2ll. 21 9% Al dull; Rowan &Acd
SRIEH SIHERA AL HI2 UlcilsH U] A2l 21 240l Ul G UL A 9% 8.

Understanding 2aHotad, 214 ieedHi 48l aldiag - 1ust
» USell U(sctHi scheme o AH 4L UgSl Ul 2Rcll 25 ugl s 2l sHAHI ell. Marks Rc-€-21Rd
sladril 9.

TQ7.1-PYQ2026-Jan [6] (b) - DESC - 5M - Pg 119 LEVEL | Medium
Understanding

(v 8: Wage Payment w4 Incentives +il u&[;l'\’*l‘l (Premium Bonus Method)

[Systems of Wage Payment and Incentives (Premium Bonus Method)]

L2P4-C3-T08

Read first <l — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — premium
bonus -l Ug(d:Al, Halsey 244 Rowan plans.

NOTES
ol formulae, Gl %8 Ad AW & AR d Ad. Halsey (50%): Total earnings = (Time taken x Time

rate) + (50% of Time saved x Time rate). Rowan: Total earnings = (Time taken x Rate per hour) +
(Time saved + Time allowed) x Time taken x Rate per hour. ¢i{Hi Time saved = Time allowed

(standard time) - Time taken. Rowan -l bonus G<iRHi (Time saved + Time allowed) x Basic
wages d2l§ Ul dud 8 — 3l 9% dlid, 5181 § basic wages 2124 time taken x rate.

uddi time allowed ARUL Hanel; Hizl MHPLAL marks cdi oU 8, formula Hi AEL. dRd(ds output
Y2+l time allowed = units produced x standard time per unit (200 units x 18/60 = 60 hours; 100

toys at 7.5 hours per ten = 75 hours; 1,800 units at 45 units per hour = 40 hours). Time taken
] sS\sdiniall diudl us © — i job s (Ead 9:00 a.m. 2l A3 ASA ollont [4A 12:00 noon
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“

Yell Ad 24 sl [BaA 9 selis-l iy, Ul YURlEl BTk 9+ 9 + 9 + 3 = 30 hours AL &.

Effective hourly rate = Total earnings + Hours actually worked — G{12USIR time taken oS S3,
SURU time allowed a5 &l @ SMERIY g Sl Ul 2 o [FuH Hizl Uil | uS 8: Effective
hourly rate = (Total time wages + Total bonus) + Total hours worked, %Hi total time wages = days
x hours per day x rate x number of workers 2111 total hours worked U@L 1 % 3\d 21U ©.

www.scanneradda.com

SHERA 58 plan ay Ysd & d time taken, time allowed il AASEL AWM SULUS € 2L URel -AsS| A
8. ol bonus -l formulae ARuildl: SHER allowed U+l more than half & i Y]l Rowan dg) Ysd
® (9 Hiall 6 sels, 40 Hil 30 s¢ls, 75 Hidl 48 sclls — 2L €35 HURIEL BMi Rowan B)d 8), w4
time taken allowed il below half 2Aldl 51U 212d Halsey 410 Alsoll 51U © (168 allowed A 78
hours: Halsey -l bonus 3225 A1 Rowan -l 208.93). Employer H12 AHHR] Glell us 8 — oxui
5u-l cost el21sdl HUA| S1d Ui U] Adls © select Halsey because the cost is lower.

www.scanneradda.com

u3lets Alell 254 ® d Rowan -l §iel: Rowan wid SRIEH SMERA Ay S AU 2l 4 hours
allowed 41 Z5 -l rate UR, 3 SAIS AR SIHER i 1 SEUS AR SHER — oA £3.75 -l bonus HA
8. ol (51 2 ARt otclial; sl (sl 59 wutadl =il

Q2] ARLARNHL URLL: ol SIMEIR, VS factory cost. x = wage rate per hour 244 y = material cost
€lRl, €35 SIHER-L factory cost - Material + Wages + Bonus + Overheads d3\s @ul — Halsey -l

www.scanneradda.com

bonus 50% of (SH - AH) x rate 211 Rowan -l bonus (Time taken + Time allowed) x Time saved x
rate — oiA- el factory cost -l 6iRLeR sl, 24 subtract one equation from the other —
material § UE SWE U © i rate s o lsctui lsoll 2ud . uedl material Hi WE Ysl. GwR ol
AH520L, olleatlS], i ol SIHERL factory cost AL ildx (et dl& 9y s2A.

U1 sHIRIME AR 251ARIHL ARl duA 2L STU Ui advice Lol ML Gk wA([Gull s,
ARuAHE(2]l 21Ul present time wages QL €35 scheme €50l bonus GHRL, i1 €5 §eA present
wages + the promised percentage yH ASRIL; UL €35 scheme &5 labour cost per unit = total
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wages + units produced 3@l 244 time-wage -l unit €16 cost (standard time per unit x rate) 2
olAd sl2l. Efficiency 4e2(2ll Time allowed + Time taken x 100 d3\$ el €, 244 delRl 100%
GURAL delRl dR\S 2is1U ©.

Application [Fud @ousdl - sum GSedl - 17 ust

= 518 UL /H WA d USdli time allowed, time taken 244 time saved - 2AQL A1 €ldell Ulsd dR\s ausdl.
UL €35 USSL AHAL UR AR .

www.scanneradda.com

= s % SSlSdl UR 28 plans YERL AR U 98 s QU d $4 Bl 24Ul 24 €54 basic wages -l vlsct
AsARull Al — §5d bonus Al Ulsd clecl ©.

PQ 8.1 - PYQ 2018-May [1] (b) - 5M - Pg 120 LEVEL 11 Easy
Application

www.scanneradda.com
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3 PQ 8.11 - MTP 2024-Jul [1] (c) {C}- 4M - Pg 134 LEVEL Il Easy
X Application
§ PQ 8.13 - PYQ 2025-Jan [2] (b) - 5M - Pg 137 LEVEL Il Easy
= Application
; PQ 8.16 - MTP 2025-Aug S2 [1] (b) - 5M - Pg 142 LEVEL Il Easy
3 Application
z
PQ 8.18 - PYQ 2026-Jan [1] (c) {C} - 4M - Pg 145 LEVEL Il Easy
Application
£
S PQ 8.7 - PYQ 2021-Dec [1] (c) {C} - 5M - Pg 130 LEVEL Il Medium
= Application
E PQ 8.8 - PYQ 2022-Nov [2] (b) - 6M - Pg 131 LEVEL Il Medium
s Application
é PQ 8.10 - PYQ 2023-Nov [1] (b) {C} - 5M - Pg 133 LEVEL Il Medium
B Application
PQ 8.17 - PYQ 2025-Sep [1] (b) {C} - 5M - Pg 144 LEVEL Il Medium
= Application
_'E PQ 8.2 - PYQ 2019-May [1] (b) {C}:- 5M - Pg 121 LEVEL Il Hard
s Application
E PQ 8.3 - PYQ 2019-Nov [4] (a) - 10M - Pg 122 LEVEL Il Hard
b Application
3
Z PQ 8.4 - MTP 2020-May [1] (c) {C} - 5M - Pg 124 LEVEL 11 Hard
Application
PQ 8.5 - PYQ 2021-Jan [2] (a) - 10M - Pg 126 LEVEL Il Hard
E Application
z PQ8.9 - PYQ 2023-May [1] (b) {C} - 5M - Pg 132 LEVEL 11 Hard
e Application
§ PQ 8.14 - RTP 2025-Jan [9] - Pg 137 LEVEL Il Hard
n Application
:
g PQ 8.15 - PYQ 2025-May [2] (b) - 7M - Pg 139 LEVEL Il Hard
Application
PQ 8.19 - RTP 2026-May [7] - Pg 146 LEVEL Il Hard
Application

Analysis 82Ul aslg 2 URRUR foiel dultal - 1 Ust

= ol SIMER 5 ol factory cloll UM SIHER €16 s AHISW@L dlsdll i lleatIS] 52U AUoFH AL BSedl-l
WAt A 5.
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PQ 8.6 - PYQ 2021-Jul [6] (c) - 5M - Pg 129 LEVEL II Easy
Analysis
Synthesis Ml %A Gl el - 1yt
= Ul incentive plan €Sdly 5 MLAMBL Sl 5& AUl USdi 2551 UR ¢irl schemes Adlcll, U] HAHRL S2A.
UL ARUIHR APRAL HAlHBL 53] 4ulad] 2.
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o AUMHR SIHER €18 dllsdl: €38 scheme 869 earnings, effective rate per hour, 24 employer < unit €&
cost. HAMRL LML DeatHizll lsa 8, Aed dHl sUl AissL UR (el @l ol d auil.

PQ 8.12 - MTP 2024-Nov [1] (c) {C}- 4M - Pg 135 LEVEL Il Easy
Synthesis

(e 9: Wages « Absorption [Absorption of Wages]

L2P4-C3-T09

Read first il — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — wages <
absorption, 244 allocation dell absorption d-l €.

NOTES

Cost allocation 242@ cost | 241Ul He- cost centre § cost unit 4 sladdl — cost 4 cost centre §
cost unit A& 2ludl-], AUl § AsladlHl uBUL. Cost absorption 212¢ S8 AISSA cost centre &
production department UR allocate & apportion 2d@l i€l indirect § overhead costs 4 Geul(ed
units &Rl absorb scl-{l WBAL. 'distinguish between' cllowl UMl ¢id cduuld d@aLeHdL A6ERL: marks
HA 8.

ole ol AGEl UR §3 B: whole 24 indirect. Allocation cost -l i<l whole item 412 s14 WS © 9%
A5 9% centre AL 101 ASIY; absorption centre UR indirect costs already allocated or
apportioned A& s1H WS 8, 95 Ug9l over the units produced Sclcid 8. Allocation cost - (AR
45 8; absorption 24 (AeiiR] 5184 product Hi @ o 8.

distinguish-between -l G2 &l columns Hi & M €ldell ol §5 d1S dUsdl. Ul G cid-l
ARISAL vl A 28] o & — o el HEL ARUadl 2l uddi cutuil 24l dd GHRL d
AR 2L uedl 41d, A FuURA Al

Understanding 2aHotad, 214 eedHi 48l oldiag - 1ust
= 'whole item of cost' 4 allocation &l 244 'units produced' - absorption & AL 2L AceUULAL
veelled] A UHIRLe A ¢fd B,

TQ 9.1 - RTP 2023-Nov [14] (e) - DB - Pg 149 LEVEL | Medium
Understanding

(i 10: Efficiency Rating «{l W(BuRAL [Efficiency Rating Procedures]

L2P4-C3-T10

| Read first clil — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — employee
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productivity 244 efficiency rating -l procedures.

NOTES
Productivity 1 input/output -l ratio €; SHURRAL H12 GRL A Standard time for doing the actual
work + Actual time taken d2\s a1l 8. Efficiency 2] 9 ARUIHRL 2s1dRIH ©: Efficiency % =

(Standard time + Time taken) x 100. Time taken standard time -\l equals or is less than sid dl
SIHER efficient 2L d standard time $2ci more & dl inefficient 1L,

www.scanneradda.com

AQL Wil efficiency rating -l procedure, $4Hi: (1) Determining standard time / performance
standards — Time & Motion study § Work study 2l -S| 21 €9, %34 heterogeneous group of
workers dd(2 € 31 contingency allowances GHR(Y €; (2) Measuring actual performance — il
lel-ugg[d o3 €38 SIHER] output along with the time taken uss$; (3) 24 ol Aisst U formula
a2US\A efficiency rating il 21RLdR\.

www.scanneradda.com

employee productivity deliRell-i Wi UReta, BFu Ui B du: §5 AU USR] AL
SIMERL A right person on the right job Jisq\l; train young and old workers YPY ds 2AMIA;
avoid excess or shortage of employees 12 Wleli ddi; 24+ wages S5l 5l dl SH-L
simplification 24 standardisation 412 work study $3d,

www.scanneradda.com

Productivity l Ut efficiency il procedure &, $ i-12ll @C:lg, + duil. 'What do you mean by
employee productivity' - input/output -l ratio 24 Ui URoto s1€5; ‘explain the efficiency
rating procedures' - formula 24 2L WdLleli 1S, Formula oidHi A(SURL 8, 244 Time & Motion
study il 6l Geuw L topic A USWIAL USEL topic -l control Al ULEL A2l 1S ©.

Understanding auosdd, 244 deeii Y814 oldlag - 2 ust
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= SRR UlBULAL wolel sHIBEA 20s dLS 2], €35 -l s dlsd. Marks 20sA €; clsul M AR 8.

TQ 10.1 - PYQ 2023-Nov [6] (c) - DESC - 5M - Pg 150 LEVEL | Medium
Understanding

TQ 10.2 - MTP 2024-Jul [6] (b) - DESC - 5M - Pg 151 LEVEL | Medium
Understanding

www.scanneradda.com

(i 11: Employee (Labour) Turnover

L2P4-C3-T11

Read first <l — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — employee
(labour) turnover, VA HiuA, -l costs 2 2L GURIL.

www.scanneradda.com

— 66 —



www.scanneradda.com www.scanneradda.com

www.scanneradda.com

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

www.scanneradda.com

www.scanneradda.com

CA INTERMEDIATE PAPER-4 - SCANNER NOTES - GUJARATI EDITION

NOTES
AR rates, olelll O¢ s % — Average number of workers on roll during the period. Separation
Method = (No. of separations + Average number of workers on roll) x 100, %i separations 2@
os4| left and were discharged. Replacement Method = (No. of replacements + Average number of

workers on roll) x 100. Flux Method = ((No. of separations + No. of accessions) + Average number
of workers on roll) x 100, i accessions 2124 recruited and joined SIHERL; U accessions A Hed

replacements 24U i Bl (Separations + Replacements) + Average x 100 dlUR ©.

Replacements Hi expansion HI2-l el a1l «2ll. i 300 $HAURL HA| 2UL SiY A ML
225 expansion project H12 SIA, Ui §5d oliS\Hl — %54l due to the exit of employees ¢l 2l —
d 9% replacements €. Expansion <l ¢RdlH replacement rate Hi Atuicll 21 2L topic -l 245 o dlell
AWML ¢fd 8. 915 flux method Hi dil accessions 215 AQUU € VRL

Equivalent annual turnover rate = (Turnover rate for the period + Number of days in the period) x
365. GtiRl 6llRy oSl AHUAL HIZ L % UHIRL HuA UL ISR 8: BHIRs rate 4 x 4

quarters, ol H(SAI-L rate A x 6 (or + 60 days x 365, or + 60 x 360, all three of which are printed as
acceptable). AHUANL VRUR ¢ & d dixAl — ari-{l a2l newly set up AAcll UL HIZ AHUUAL
UL dRluedll a1d 8, 1 April &l A8

L rates 9Fedl iR Alell Yo 8 edl % dRk Gldal UL Yooru 8. si8 UBL rate 4 vl qwil
duyl AL S dl formula BlezLdl: replacement rate 244 replacements -l vl u:ell average
number of workers on roll 5121 (72 + 8% = 900); Vil 44 separation rate U2l number separated
512l (5% of 900 = 45); ued\ flux rate Ul accessions 512l (16% of 900 = 144 less 45 separations = 99
recruited and joined). $412li 2 % 1 BScll — Uddi average on roll, Ugd\ separations, ed

accessions.

ol USRI cost, Vi UA&LS VUL 11 HIL ©: Preventive costs 21 © % to prevent or minimise
turnover A1 ® — medical benefits, pension g welfare, 21 o{lont retention benefits.

Replacement costs arise because of turnover — recruitment, training and induction, abnormal
breakage and scrap, 211 extra wages and overheads due to the inefficiency of new workers. G2l

turnover cost of production - ¢iAR 2 % ARL HEL delR ©: Adl SIHERIAL cost i LH-L
(G14Beules salst, material -l vile 244 ¢UQL, d2l (GisRIgHAH ) 2Alddi delRIAl wages 244

overheads.

Turnover - el€l el 53l Agl — i 211 s3 atiedl. UuSdi hours lost: ¢RRllHi (Acioie]] midel
Aci(dd Geules sdlsl + (GI-BULES training -l SAISL (60,000 training hours Higll 40% (Gi4Bules
Sl Ui (G1-Beules 2issl 24,000 B). Ul A sdisl Ul contribution lost — si il (Sales +
Productive hours) x Hours lost x P/V ratio, 242l units lost x contribution per unit 421, i
contribution per unit 212@ P/V ratio x selling price. US|l G312l cost of rectifying defective units
(defective units x rectification cost), recruitment and selection cost, training and induction cost
24 settlement cost of workers leaving. §d 2 9 profit forgone ©.
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Turnover g2Lsdl HI2i GUIA-i Wi, BH UL 8 dH: €35 ycl sHURL ALY exit interview A4
o U HIG U B d BRLd; €35 job Al 3Rl S5 521l job analysis and evaluation; recruitment,
placement 21 promotion -l dstllAs Ueld; Rletsl, dofloll w4 88191 Y[Aeitaly] dgre dldlargy;

24+ committee for settling workers' grievances.

Understanding 2AHolad, 214 2iee{Hi 48l oldiag - 1ust
» U YD B 5 turnover cost of production s€ Ad el ® — Bled €35 Yl SIS cost U YU Al B2,
§5d Wdel S, cost o AH 4l
= separation / replacement / preventive dldj H1oW] §ld dl AU, UL BriRui SIHERA eleddlrll cost 24
oo vl Sl Ul Yl output Al vile i 2ddd Bl

TQ 11.1 - PYQ 2023-May [5] (c) - DESC - 5M - Pg 151 LEVEL I Medium
Understanding

Application [Fud @usdl - sum GSadl - 9 ust
= USAl AHAUAIAL rate AR A - 12 equivalent annual rate, Hius-l QLS olcllclld (+ days x 365, or x
4 quarters). &l 242l marks.

=yl rates AWM AL HIOL Ui formulae A 4SS\ sHHi Gldzldl: average on roll, Ugdl separations, Ul

accessions.

PQ 11.4 - RTP 2023-May [2] - Pg 157 LEVEL Il Easy
Application

PQ 11.5 - MTP 2023-Sep [1] (d) {C} - 5M - Pg 159 LEVEL Il Easy
Application

PQ 11.1-PYQ 2018-May [3] (a) - 10M - Pg 153 LEVEL Il Medium
Application

PQ 11.6 - PYQ 2024-May [5] (a) - 6M - Pg 160 LEVEL Il Medium
Application

PQ 11.7 - RTP 2024-Sep [8] - Pg 161 LEVEL Il Medium
Application

PQ 11.8 - PYQ 2025-May [1] (c) {C} - 4M - Pg 162 LEVEL Il Medium
Application

PQ 11.2 - PYQ 2021-Jul [2] (c) - 5M - Pg 155 LEVEL 11 Hard
Application

PQ 11.3 - PYQ 2022-May [1] (b) {C} - 5M - Pg 156 LEVEL Il Hard
Application

PQ 11.9 - PYQ 2026-May [4] (b) - 5M - Pg 163 LEVEL Il Hard
Application
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Analysis £ WSl oslg 24 URUR Aoiel Ul - 2 U8t
= Profit-forgone dlou WA 'Profit forgone due to employee turnover' {ldsdld] s @ usts 9y 53U, Ul
uddi contribution l vl 24 2l 12 AR cost Al Hel. Hours lost 24 contribution per unit <l working
notes Al BuR 1.

www.scanneradda.com

TQ 11.2 - MTP 2025-Aug S2 [6] (Or) (c) - DESC - 4M - Pg 152 LEVEL 11 Medium
Analysis

TQ 11.3 - MTP 2025-Dec S2 [6] (b) - DESC - 5M - Pg 153 LEVEL 11 Medium
Analysis

(™ 12: Direct Expenses

L2P4-C3-T12

www.scanneradda.com

CONCEPT BASE — d{cUR Y&l S165 ulear-ust -2l - Yy duidl w2 2uagus

Read first <l — ICAI Study Material, Chapter 3, Employee Cost and Direct Expenses — direct
expenses 24 cost sheet Hi 2iu+ -

www.scanneradda.com

NOTES
Direct expenses 21 prime cost < 1% €25 ©. Al USRI 241Ul v URla cost sheets Material
cost + Labour cost (+ Direct expenses) = Prime cost ii€l €9, 244 ugdl Prime cost + Factory
overheads = Factory cost. SIS Wl cUIR % direct ALRUA R d AlSSAU job, product § cost unit Al
] ASIY; 9B 1S cost centres UR Selddl US d overhead 8, direct expense sl

sA12\ cost unit AL ALui-L 8, 4 USWL labour UR A 95 sAI2L @S V. Job A ALKl AHAU
job A o1 8; %5 AHAU job A IEll ALl A2l (indirect SIHER-L normal rest time) d overhead rate
GRLAYAR 8. Ut ML A 98 URQL WL 3§ d-L UR L o S ddusl.
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Costing Profit and Loss Account €12l AASE UR €l AVl USWI-L treatment -l (Rl abnormal
el cost Hill dRAR Al SR AV & — abnormal idle time 4 Y21 dlel s3¢ll overtime ¢idl job
4 4l QL charged to the Costing Profit and Loss Account 9. Abnormal W2l 2t deell 2ure Ad job
A1 sl sl did d sURY direct expense 2l

www.scanneradda.com
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US4

Overheads — Absorption Costing Method

11 (s - 41 aollgd usll - Hst: C

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvcMi AL &

uddi sums

Level | — Comprehension & Knowledge 12.9% 249 uiadl 32 marks

Level Il — Analysis & Application 87.1% 249 uiel 217 marks

Yu-l Level | =yicii Hulelell 12 4L USWUAL HIAL 13% marks Comprehension 24 Knowledge -l 8, %13 UUR HI2 ICAI o 20-30%
8. 2UER ddl o5l theory AT oig 2| & — UElHL @211 €35 mark sum BSAlA % HA B, led dUR| ed ARURY, dli2
A&l

www.scanneradda.com

(ctu 1: Overheads -1 Q2{[sW1 [Classification of Overheads]

L2P4-C4-TO1

Read first <l — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method,
overheads  a2([581L 244 €35 ad[ UL WIER apportion AR S d.

www.scanneradda.com

NOTES

({52141l Ul bases-of-apportionment -l U d3\§ Hs1U 8, 2l2d 1S\ UlE Avl. Air-conditioning
— floor area, or volume of the department; Time-keeping — number of workers; Depreciation of
plant and machinery — capital values; Power / steam consumption — technical estimates;
Electric power (machine operation) — horse power of machines, or number of machine hours, or
value of machines, or units consumed.
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BUEUR EHRll A VAU O 9 cost A Al 8, 24 ULE A Sl Al HE dH 2 Ad o ALl B UL
A1 olsel costs (rent and rates, factory rent, factory premises Al security, meter - Sy cul:j,
lighting, building insurance, building depreciation) floor area U2 o1 8; HIRIRAL U ISl costs
(time-keeping, personnel, canteen and welfare, hospital, supervision, meal subsidy) number of
employees U; assets A1 BIsbel costs (depreciation, machinery -l insurance, fire protection)

capital value or book value of machinery U2; power horse power U, 212dl ¢id 21U SIU Ui

www.scanneradda.com

horse power x machine hours uz.

Bk Vs sl A USRI UEUR O AUl dAHR §5 2S5 % AlH Udl] 8 — UL AlH UL Machine
operation H12- electric power AR [Aseu AL2l cicdladle 8, 4 lighting U g 24 & d uHISl
number of light points dR\S UL 244 floor area or units consumed d2\$ URL 21ld 8. dH UdE el
VLR UASHI 9, 'Basis' L column Hi, dH dllURel ratio | oilogHi cul.

Function UHIRl+ a2{lSA91 SIES URL BILUR UAE AL 2 USdi % A1 -AsS] 53 £ 6. USWIAL

www.scanneradda.com
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G+l factory or manufacturing overhead - administration overhead 2l 241 selling and
distribution overhead 2{l 4¢3 WIS ), 241 HE 2] AL HI2 8 L URe] Y51 8, S1QL Ysell Vil uRell
<8l — auditors' fees 24 independent directors' fees 24 administration €9; sales manager -l Ul
21 depot il storage il wages 2 selling €; secondary packing 21+ delivery vehicles U+
depreciation 2 distribution ©.

Application [Fud @usdl - sum GSadl - 1 ust

= | bases-of-apportionment -l U2l 8. HE €16 V1§ % basis VAUML, UHAL SHU, 24 2 H) ASERL i)

2L ettt — floor area, number of employees, capital value, horsepower x hours, metered units.

Y NN

= HeAl AMEAL A d@uil. Mark basis 4 8, 212d ol columns -l Yt B &L Sl dy marks Had 8.

TQ 1.1 - PYQ 2018-Nov [6] (c) - DESC - 5M - Pg 167 LEVEL II Medium
Application
(e 2: Manufacturing Overheads -3 Accounting 24 Control [Accounting and

Control of Manufacturing Overheads]

L2P4-C4-T02

CONCEPT BASE — icUR Y¢il SI65 ulear-ust -2l - Yy duidl w2 2uagus

Read first cil — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method,

manufacturing overheads j accounting 214 control.

NOTES
Manufacturing overhead 3L H €leeli dois5 product Yell WS B, A 2L USWIAL €35 SR
Gtk VUil SIE) 2is deissl 8. Allocation — 2Ll He 95 (Al St d- AS ©; Apportionment
(primary distribution) — 245 (G0 ASUR Hel SIS BUUR dSAUR 8; Re-apportionment
(secondary distribution) — service departments -l §& production departments U2 widl A 8;
ug9l Absorption — €35 production department -l §C-l-1 1 Uldl-l machine hours $ labour hours
dS A job UR AUSdl rate HA ©.

Allocation < apportionment 2l 2431 UISdll 5AUIEl led iiovdl 2stg. i U 2isst [AcdL-€R-
(Aeqor 24l 95 el it — indirect material, indirect labour, service department -l direct wages,
consumable stores, €25 machine AH cldldg depreciation — i d allocated & 4 Basis -l
column Hi 'Direct’ § 'Actual' AW 8. ol s % g& s ([AeilA uskRil andl] s — factory

rent, power, insurance, security, supervision — i d apportioned € 244 Basis il column Hi AR
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dall ratio duidi o us.

Manufacturing overhead 2i«j ¢idq 8, %31 WAL WAST QU 8 du: indirect material, indirect
wages, factory rent and rates, general lighting, power, depreciation on machines, insurance of
machinery, consumables 4(&d repairs and maintenance, consumable stores, supervision 244

www.scanneradda.com

indirect labour, factory premises il security expenses 241 sundries. Production department il
direct wages 21 WASHI SUIRYU Alddl 2l; service department -l direct wages 2Ald 8, S1RL 5
service department -l Uldl-l wages ] factory -l overhead .

ol HE cost HiAl AL GASIR VLA 8, Vi VIH vl % mark HA ©. Interest on capital outlay 1
finance cost © 41 cost accounts Hi2ll clisld €; 24 Su-l Uldi-ll HUAS\AL building U2 notional rent
Ysld i 21 imputed cost not included — rent §5d 21 @ (A1 U apportion LM € % WIUR GIS
dlelg building @uR &.

www.scanneradda.com

(i 3: Overheads l a8URN L steps [Steps for Distribution of Overheads]

L2P4-C4-TO3

Read first <l — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method,
overheads -l d&AR{-{ wdldi 244 service department -l costs < re-apportionment.

www.scanneradda.com

NOTES
Support department -l costs {52'1 d&Ad(-l ARl methods, B4 Bl MA U 52 8 dH. Direct
re-distribution method: support department -l costs to the production departments only
apportion 21 8, U s support department oflomd AU service VAIRUY 8. Step method:
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maximum number of departments A service 241Ul support department US&l apportion AU €,
olont support departments NG| production departments Uz; uedl next largest number 4 service
UL A 24 Ul Yell ol }Yell §5d production departments cils] E. Reciprocal service
method: d recognises that support departments serve each other, 244 -l 50 Gudoel
methods © (a) simultaneous equation method, (b) repeated distribution method, (c) trial and error

method.

Service department <A re-apportion Scll-ll VAR — M- 9F1S) S AULe AL Maintenance

www.scanneradda.com

and repair shop — machine hours; Hospital and dispensary — number of employees; Fire
protection — capital value of machines; Stores department — material requisitions (5 issues il

value); Transport department — crane hours (truck hours, mileage, tonnage, ton-hours ugl);
Computer section — computer hours; Power house — horse power power -l cost Hi2, uel
electric lighting -l cost H12 floor area, cubic content, number of light points § wattage; Inspection

— inspection hours; Tool room — machine hours; Time-keeping, personnel, canteen and welfare
. 2 . .
— number of direct workers s total number of employees; Planning and progress — direct labour

www.scanneradda.com
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hours, machine hours, direct labour wages, 212dl asset value x hours worked.

Simultaneous equation method — GRl ISR, €35 service department -l §C—H A5 wslld UR|,
€35 service department €18 215 AHSWL Auil: allocation USei-l Al Uldl-l cost dil ollont-L
SeHi-l AL [SRAL (51 = 1,60,000 + 0.10 S2; 52 = 2,40,000 + 0.20 S1), A ollomHi ysl, 24 Bsdl.
ugdl each solved total - 2l 251N production departments U2 apportion 521 Production
departments Hli ASARA 84 service departments -l original total A1 Wl 1A © § Sl d
ASRAA dHID S dURdL

www.scanneradda.com

Repeated distribution method — balance gl-4 214 ci Yell Al Avl. Department X 4 AL
el ratio Hi apportion §U (Y A HAdl (SR41 A(Scl), Ul Y A AL ratio Hi (X A Wedl ol (SRl
A[Sd), uesl 53| X, 24 DM AL, €35 §2 6H Il Ul U © 4 Deel Alst 3L Deal SAML
AHE 1 V. Ratios 82U R SURY cleclldl 4l — Ul Gl 52 © dH - €35 ulsa-
A3AUAHL 2S5 % dR duil, 244 service department -l columns 2L AUAL.

www.scanneradda.com

Step method: <lURdi USAl sHA ctosoil dddl us ©. Uil GtiR percentage of service
rendered by each service department to the other 213l £ — maintenance 2\ personnel 15.00%,
personnel 2l maintenance 5.88% — - maintenance first because it serves the other more 45
8. 21l method Hi 15 dIR service department oiel 2g) AL Ul d receives nothing further, 212
ofloyt [Aettatl cost §5d production departments UR 9% Sl ©.

www.scanneradda.com

Usage i si8l AR ([E2uni aixl. sAN wdld 8 § A [Getdt-l service ellostl ds ¢ Ad
consumed by the others 211 £, 212d S8 (Aol oflont uiell o5 (SRl receives d other
department's row Hi HA 8, -l Uldi-{l SANH] A vild] 8 uRell 2stad] ddl A uHIRLe)d ofd ©
A d ol AW Asq1 cdUS .

Single rate A dual rate, i service department A fixed 244 variable costs ¢id SlA. Single rate:

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

25 9% budgeted rate = fixed practical capacity cost per hour + budgeted variable cost per hour
(X7.50 + 5 = T12.50), 95 actual usage U AS ©9. Dual rate: fixed costs on practical capacity of each
department 1 variable costs on actual usage — 21l 24Ul fixed cost allocate 53| € € 244 no
unused capacity identified ¢ €. %i dual rate 21 Ad @S § fixed rate computed on practical
capacity but charged on actual usage, i user departments fixed cost only for the capacity they
used GlAS © 24 unused capacity cost is highlighted and not allocated. Ut 95 [2ua@ll 1l © d 2
o5 Beq dls 8.

www.scanneradda.com

Application [Fud @ausdl - sum Gsedl - 9 ust

= Ui A €ldel method dul 244 55d ] 9% method clURl. Simultaneous-equation -l Uil repeated-
distribution dlall Bk method it marks H12 §¢] Haadl 2.

= o {150, 2] substitution 44 BsAAl et — AQRIA A2 Ulsct 2S5 vl Mzl HdLAL marks
SARNHI 8, g (SLeiHi el

www.scanneradda.com
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PQ 3.4 - PYQ 2025-Sep [2] (b) - 4M - Pg 178 LEVEL Il Easy
Application

PQ 3.7 - PYQ 2026-Sep [1] (c) {C} - 3M - Pg 185 LEVEL Il Easy
Application

TQ 3.1 - PYQ 2023-May [6] (d) - DESC - 5M - Pg 168 LEVEL 11 Medium
Application

TQ 3.3 - PYQ 2025-Jan [6] (Or) (c) - DESC - 4M - Pg 170 LEVEL Il Medium
Application

PQ 3.1 - RTP 2019-May [3] - Pg 171 LEVEL Il Medium
Application

PQ 3.2 - PYQ 2021-Jul [1] (b) {C}- 5M - Pg 174 LEVEL Il Medium
Application

PQ 3.3 - RTP 2023-May [3] - Pg 176 LEVEL Il Medium
Application

PQ 3.5 - RTP 2026-Jan [10] - Pg 179 LEVEL II Hard
Application

PQ 3.6 - MTP 2026-Apr S2 [4] (a) - 9M - Pg 183 LEVEL II Hard
Application

Analysis ©2WslH aslg 24 URUR Aoiel duRidl - 1 U8t
s 516 ARl $cl uddi AQR methods i A 24U, U] €351 215 53U l. Direct, step (non-reciprocal)
and reciprocal — H Uld % marks ©.

= Reciprocal method 112 214 58 techniques Uk US 8 d duil (simultaneous equation, repeated
distribution, trial and error). 2l 95 (qQatd AQL (sl GirA Glus 9.

TQ 3.2 - MTP 2024-Dec S2 [6] - DESC - 4M - Pg 169 LEVEL Il Easy
Analysis

(e 4: (Gl Products § Jobs UR Overheads L Absorption il W (il [Methods

of Absorbing Overheads to Various Products or Jobs]

L2P4-C4-T04

Read first cil — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method,
overheads - products 24 jobs Hi absorb $2¢l-l methods.

NOTES

AR

Absorption 212d é42li centre -l §& overhead G119UL URAE SEl base -l %22l USWI-L G o5

bases dlU2 8 d 8 machine hour rate ([ce{aL-l §4 overhead + machine hours), direct labour hour

rate (§¢ overhead + labour hours), 21 a percentage of direct wages (15 UHi 'other indirect
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expenses are recovered at 20% of direct wages'). 15 d(R 2RIl rate Ugdl 21 (AR hours the job
actually took U &2USI €.

Base «ll ueall ([Aetd1-e2-(AeuaL 52, vatvtl factory HI2 A€l ol (Aot s machines 2l Aldg
U Ui i1 machine oriented 21Q04 machine hours U2 absorb A4 €; el 1 labour 21l Yldg
Sl Ui d labour oriented € i labour hours UR absorb 2R 8. Usi €35 (AetdL HI2 machine 4
labour ¢isl hours A1 Ui 28 UlstHi dull § i €25 112 g €] 4 2L HIZ — eURldl BTl ¢RIoR
2d) o5 note Av &.

www.scanneradda.com

(Cledli-l 2acud ogel slu cdi 2is % blanket rate job «l (Bud Widl WS 8. i ol [l
machine hours 2l Aledl Sl 244 215 direct labour hours 2, i 4wl factory -l §¢t direct labour
hours U aliglell rate machine &l Aledl S1H UR €] 21 ASld 8. Uets BISdl ML &
departmental rates with the basis chosen department by department — 1 HellHQIA -l
marks AR % HA 8 AR dH ULl job Il overhead HAMBL 5cl BULR 53 AR 444 blanket-rate
AL A{SSL AL dsled Adldll.

www.scanneradda.com

Rl AUAAL UL rate VUL B B4 S cost Vf2 B. MU HIZ] 241v] overhead  UaAs dH
1Rl 2usl A €35 He A iell, AL A 51U, ULl multiply the given rate by the hours to get
the total overhead that must exist (3125 x 2,400 hours = ¥3,00,000) 24 missing item as the
balancing figure dl. Uas AR 1Sl sl 44 HLE] He allls sl i scale it back up (316,100 x 3
= 348,300). Repairs, depreciation, sundry works expenses 1 management expenses Y2 AWMl
s 2issL uddi A o 2yRUsall At Yl 12 cidal us.

www.scanneradda.com

Application [Fud @dusdl - sum GSedl - 2 ust
= Balancing-figure clloll UHI USAi Uas etull 24 ved) vlsd 'Balancing figure' 2dl 2leelHi ysi. ulals 2
% label QA€ V.
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= ARALN St USdl dAllSls HEl UL AHULOUH] SRell, 24 YRS (x 1/3, + 12) 2 o5 Ulsctui clelial.

PQ 4.2 - PYQ 2026-Sep [5] (b) (ii) - 3M - Pg 188 LEVEL Il Easy
Application

PQ 4.1 - PYQ 2026-Jan [5] (a) - 6M - Pg 186 LEVEL Il Medium
Application

www.scanneradda.com

(<t 5: Overhead Rates Al MSIR [Types of Overhead Rates]

L2P4-C4-TO5

Read first <l — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method,
overhead rates -l USRI 244 machine hour rate -l 21QLct2.

www.scanneradda.com
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NOTES
Blanket rate At¥ departmental rate. blanket overhead rate 212€ one single overhead rate for
the whole factory — factory il §& overheads 19l factory Hi2-ll base -l §& 22l (in the printed

answers, total budgeted overheads + total budgeted machine hours, or + total budgeted direct
labour hours). departmental overhead rate 224 one rate for a particular production unit or

department, 9 21 (Ce1191L UldI-l overheads 244 2L Uldl-l base U QUYL 8. Pre-determined
rate budgeted uisslL oli€l 8, actual Aisst Sl

Blanket rate @dusdirl 2, %31 UL © du: (1) where only one major product is produced:;
L (2) i 245 products c-di S URL (a) ¢dell products ¢ell [CetaiiHizl UAR Adi sl 244
(b) ctedi products €35 (AGHPIMT ASARUAL AHU Yl UBAUL Ul S 6lR) el ol idL oA —
(a) 24 (b) w3 AL 2isl.

Comprehensive machine hour rate -l ol MLl sS\ format €9; 21 dluRA 2@ marks SAN ULN
2ci2l. (A) Standing charges — 1 costs % machine Alddll A& Hedldl +2l: rent and rates, heat

and lighting, insurance of plant and building, supervision or foreman's salary, departmental and
general works overheads, other general expenses, 21 comprehensive rate Hi wages of the

operator or attendant dearness allowance, production bonus 4 leave wages A. (B) Machine
expenses — depreciation, power, consumable stores A(Sd repairs and maintenance, oil and
lubricants, 24 machine = ViRl @9] UScil SIES UQL consumable. €28 Al AHUILOU HI2 AW
53\ effective machine hours d$ ¢112l; Machine hour rate = (A) + (B).

Effective machine hours U 9 1l topic (s § SR O, U] derivations 241 ©: normal

working hours less hours lost on repairs and maintenance (4,500 - 300 = 4,200); normal hours x
capacity percentage (200 x 75% = 150); total working hours less unproductive set-up time (192 -
16 = 176); 24 i calendar 2A1w] sl 4l working days x hours per day, 2458l (Ead ©21SAl Sells,

uesl x capacity %, U9l breakdown allowance “le (2,188 x 92% less 3% of that = 1,953). Setting-up
time follows the question's own words — 215 G2 2 productive 21R{H ¢ile 5l 2], ollorl 244
unproductive 210 GIE 53 . AR USEl A cisd diRdl.

odi machine operator 4R AL A5 Sl Ui operators -l hours 2 % machine -l hours & — Ugl
wages el BLSSLUR Ysarl €. Hours 1l Ad «iell: normal available hours (per month x months

x operators) - absenteeism (without pay) = paid hours, then paid hours - leave hours - normal
unavoidable idle time = effective working hours. Wages U\ paid hours x rate € (2,460 hours x

X75), IR rate effective hours U Gltlld € (2,400). il HI2 1S % wisS| vl 21 4l topic -l
A2l AU e 8. Production bonus 2 of wages -{l QA 2s1ad] 8, 2424 d paid-hours -l
ASSIA AUPRAR B,

MUSIR Sl USAi machine-shop «l HEL apportion §2U. @i 2445 machines 215 % shop d&Adi
Sl Ul euRlel AULER 2L 8: machinery -l insurance depreciation § capital value UR, indirect

labour on direct labour hours, building maintenance and rent on floor space, power on K.W.
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rating, supervisor 241 operator <l UdLIR AUl ML %l dAl €35 machine U AUl AHU ML
S, 241 oil, spare parts, consumable stores as allocated. Ui GAdElR] 24 AURIRAAELRL G AN
Ui M4 in that order and only to the machines named @St — GMlddeR] Heli UR, AURIACELRL
A €ldei ol machines UR.

Interest on capital outlay ollStd € — i 2ure duil. uRldl working note 'interest on capital
outlay is a finance cost, therefore it has been excluded from the cost accounts' 2i4 sl Y3\ 24
8. d USHI l2cl HI2 o UL B § il 2 18] €l 24 21 et Gl

Understanding auosdd, 244 el Y84 aidlag - 1ust
= s oy Ulsaui AL Wl €35 rate Q) B, €35 58 Ad QU 8, Vi blanket rate SUIR A ASIAL. GiRA
2 UHIGL sHis UL, ST dl A Hwell vilals o ©.

» IRIAR] st RS €], formula dR\S 24wl Blanket rate Hl 2dll g8l UlEl & — oiell @ 24l

TQ5.1- PYQ 2021-Jan [6] (c) - DESC - 5M - Pg 189 LEVEL | Medium
Understanding
Application [Fud @usdl - sum GSadl - 9 ust
= Effective machine hours 4 Wats-{l BUR sui(5d working note 215 8L, €35 GliESIA A A, Sl
ole] 21 AissL Uy AisaUSid 8.
= Standing charges 211 machine expenses - &2l VisH{ €35+l sub-total A& AvLL, ULl BHRL Monthly, six-
monthly & annual AR 1AL ALE 8, i Yell d YAdAd S,

PQ 5.1 - PYQ 2019-May [5] (b) - 5M - Pg 190 LEVEL 11 Easy
Application

PQ5.2-PYQ2021-Jan [1] (b) {C}- 5M - Pg 191 LEVEL Il Easy
Application

PQ 5.9 - PYQ 2026-Sep [5] (b) (i) - 2M - Pg 206 LEVEL Il Easy
Application

PQ 5.4 - MTP 2024-Jul [4] (a) - 6M - Pg 195 LEVEL II Medium
Application

PQ 5.5 - PYQ 2024-Sep [5] (a) - 7M - Pg 197 LEVEL Il Medium
Application

PQ 5.6 - RTP 2024-Sep [9] - Pg 199 LEVEL Il Medium
Application

PQ 5.7 - MTP 2025-Dec S2 [1] (b) {C} - 5M - Pg 201 LEVEL Il Medium
Application

PQ 5.8 - RTP 2026-May [8] - Pg 202 LEVEL Il Medium
Application
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PQ 5.3 - PYQ 2022-Nov [2] (a) - 10M - Pg 193 LEVEL 11 Hard
Application

(G 6: Cost Accounting Hi under-absorbed 4 over-absorbed overheads «

treatment [Treatment of Under-Absorbed and Over-Absorbed Overheads in Cost

Accounting]
L2P4-C4-T06

Read first il — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method, under-

absorbed 21 over-absorbed overheads < treatment.

NOTES

AW treatments, VA VIHAL 4R URie 5l (UM (i) Writing off to the Costing Profit and Loss
Account: actual 244 absorbed 354 -l small dslad AlEll Ui % de sald ©; dsldd large iU
Ui SRRl dUR{lH 2l Hlsaidi abnormal loss or gain i € sd 9. (ii) Use of a
supplementary rate: balance work-in-progress, finished stock 24 cost of sales U UMIRIRAR AS ©.
(iiii) Carry forward to the subsequent year, 21 241214 § R UM Yu 2l

Absorbed issl A1 AuALddi USdi actual overhead i e 2. YURlAl Bl el actual
overheads Hi2ll olle 52 ©: amount paid to a worker as per a court's award, wages paid for a
strike period, stores written off (obsolete stores written off A(&dl), 24 Alg arlui Al a1
AL W2l 95 ol15] € d net actual overhead. ugdl Under-absorption = Net actual overheads -
Overheads absorbed, @i overheads absorbed 212@ actual hours (or man-days, or units) x the

pre-determined rate.

Under-absorption - SRS UHIQL d&Ul, SREL & o 2l el wURA U ©. defective production
planning or factory inefficiency - ¢lel-l ¢1191 abnormal © 4 debited to the Costing Profit and
Loss Account 211 8. indirect material 241 indirect labour -l increase in costs - dlél-ll G2t normal
& 21 distributed by a supplementary rate 2R 8. Ul il ASAR{ EHall AYRUs § 251AR) @RS
2 8; A under-absorbed §& UR @3S, actual overhead UR sl

Supplementary rate = Amount to be distributed + Equivalent units, % equivalent units 2i2d
AR units dxdl finished stock -l units d<il work-in-progress -l equivalent completed units.
Work-in-progress -l percentage of completion WHISL 241d € (65% YR AAdi 20,000 units 2i2d
13,000; 40% YR i 5,000 units 2d 2,000). UeSl dSUl: Cost of sales = units sold x rate,
Finished goods = closing finished units x rate, Work-in-progress = equivalent units x rate, -
AQRUAL A dSAAL 8H AL Wl HAell oISl

Journal entry, G+l 5 s0 ©IU © d $HMi: Work-in-progress control A/c Dr., Finished goods
control A/c Dr., Cost of Sales A/c Dr., Costing Profit & Loss A/c Dr., To Overhead control A/c 2 u{l
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under-absorbed 54 H12. Over-absorption 112 (€21l Q1] &l ©: under-absorption Hi stock 244
cost of sales il accounts debit &2 €, over-absorption i 21 credit A €, A4 ol (5RgM1 BH

2124 units (or equivalent completed units) x supplementary rate per unit.

ol departmental rate -l MMl U SU i recovery -l 5112 [AcR1-5&1Hl 8. Recovery 22
(Aol own actual activity at its own recommended rate, % that department's own actual
overhead AlH AuALAR © — factory -l §A A S — 24 BeiRHi AoeH duig SIS § d under-

recovered or over-recovered €.

Understanding auosdd, 244 el Y84 aidlag - 1ust
= (221 Alell wvil: under-absorption 2ed 21 AslAR] sg, A1ed stock i cost of sales AL accounts A dg
debit 2 ©.

TQ 6.1 - MTP 2024-Mar [6] (a) - DESC - 5M - Pg 207 LEVEL I Medium
Understanding
Application [ud @dusdl - sum BGsddl - 4 usl

* Actual overheads -l Qe olleatIS\HL column RS oldlell, €28 oliSld Her AH AR, Alal dglad uR g€l
oga(2ll 21 marks U 8.

= Supplementary rate U8di equivalent units - working note Hi alell, 4 WIP UR rate §5d equivalent units
UR 9 &dULSL.

PQ 6.4 - PYQ 2026-Sep [5] (b) (iii) - 2M - Pg 214 LEVEL Il Easy
Application

PQ 6.3 - PYQ 2024-May [4] (b) - 6M - Pg 212 LEVEL Il Medium
Application

PQ 6.1 - PYQ 2019-Nov [2] (b) - 10M - Pg 208 LEVEL Il Hard
Application

PQ 6.2 - PYQ 2021-Dec [5] (b) - 10M - Pg 210 LEVEL Il Hard
Application

(e 7: Administrative Overheads -1 Accounting 24 Control [Accounting and

Control of Administrative Overheads]

L2P4-C4-TO07

CONCEPT BASE — icUIR Y¢ll s165 ulear-ust -2l - Yy duidl w2 2uaeus

Read first <l — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method,

administration overheads  accounting 24 control.
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NOTES
Administration overhead function 2{l 2l 8 — AUl AU [BueA 2 [FRIQL — 44
Ul do(ls0UHL Gir 4L HE il A1l 11% ©: salary paid to office staff, fees paid to auditors,

fees paid to independent directors, 21+ vehicle hire charges for directors attending a general

www.scanneradda.com

meeting. Factory Al s16 uQL He (factory rent, factory security) manufacturing overhead 8, uA
selling § delivery -l s1€J UL Mg selling § distribution overhead ©.

AL ARVAL HEL Vs o WEWMI Y51 UseA] sALEL dard B. sales office o dflowull] (e selling
cost © IR factory l power R manufacturing cost 0: general meeting Y(2 director j, vehicle
hire 21 administration €& &2 goods delivery vehicles U2+ depreciation 2 distribution €. HeHi-L
ARSI oldlddl Aoel a1l Asit 4l

www.scanneradda.com

USWL %l administration cost A (A2l AR apportion $2 © Ui URIEL AR AWMLY % ©:
salaries 244 group employee insurance Hi2 gross salary, rent, property tax g building
depreciation 112 floor area, meal subsidy 12 number of employees, dlosull H12 metered units,
2 2 % ellRQL Slondldl miscellaneous expenditure HI2 direct expenses.

Secondary distribution {i administration -l (Gei19L olloxt sI€S Ul service department Al %4 o
el SAU 8, U A d ratio Hi, 24 2 service ML S18 (AL STU dl A4 uddi udiedt ugdl,

www.scanneradda.com

Administration, production 241 selling - service 241udl general management -l (ded1at
administration -l Uldi+l §6 Selddi Ui apportion A €.

(<t 8: Selling and Distribution Overheads -1 Accounting 24 Control [Accounting

and Control of Selling and Distribution Overheads]

L2P4-C4-T08
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Read first <l — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method, selling

and distribution overheads < accounting 24 control.

NOTES
Selling and distribution overheads U2 ig2l Avidl-l AQL methods, 34 UWE & du: (a)
Comparison with past performance — 14 SSIA VUG AHUALAUAL ASSL UM dAULAclL; (b)
Budgetary control — overheads - budget ¢litld, budget 4 actual A1 7u1dd, identify variances
and take corrective action; (c) Standard costing — €35 <o H12, %54 & salespeople, territories and
products, standards cielcll, actual A&l Aulddll 24 variances AH AL €35 method Ul d %
ARUUHEN 52 & d uad] IS s A sl % Hel B,

www.scanneradda.com

Selling cost 241 distribution cost A€ (NS & 24 Uleds AHA AL ULS 8. UrRlY dd{lsL

www.scanneradda.com
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salary of the sales manager, sales depot U Hld ARl SIMERIAL wages, travelling allowance of
sales staff, electricity for the sales office B dey Rigg SRdl 6led sales staff 4 bonus — Al 0{?:],
selling {121 45 ©; 21+ secondary packing <2l depreciation on goods delivery vehicles -
distribution {12,

Selling and distribution overheads « products U2 apportion Sl BAULR: rent 24 insurance
s UL square feet UR, depreciation on number of parcels, salesmen -l UalIR 2 w3 sales
volume U, administrative wages and salaries invoices -l vl UR. Variable Hel Uldl-dl €2 AS & —
packing -ll wages 21 materials parcel €16, commission as a percentage of sales, stationery per

invoice.

Product -l profitability - U>s marginal-costing -l s$HMi cliell, SREL § (AR contribution W2 §2 ©.
Sales - (Cost of sales + Commission + Packing + Stationery) = Contribution; uedl fixed selling and
distribution costs AL AELR apportion 3\ ¢llE 52U 241 profit or loss per product Y&l wsil,
2 i1 percentage of sales 2l cuil.

S18 product oiel Sl WA U Bl 2L dARLAL 5€ U] AS], 4isS1 Ul 2Ll Uil
B<RHi smallest sales dlo] product 7.13% profit sHlg sq R Alell ay dlg product loss 53 s,
dled A oiel 5cll-l HAMBL not correct 82 MAMEL eull, product -l Uldl-l Sl AisST 4,
24 (s ol

Understanding 2uHoulad, 214 2iee{Hi 48l oldiag - 1ust
. HlalQﬂ methods of control - E§, selling and distribution overheads il qDﬂSQQl-ﬂ 4. €38 method j A+
UL 24 15 BualsuHi Uil § d AL UR igaL Av 8.
= Comparison with past performance, budgetary control 244 standard costing — URIEL Gl 4L AL
AUR V. S8 SAUL USR-AL Helld AUggN O d dull.

TQ 8.1 - PYQ 2025-Jan [6] (c) - DESC - 4M - Pg 215 LEVEL | Easy
Understanding

Application [Fud @dusdl - sum GSadl - 1 ust

= €35 apportion Yl fixed cost -{l GilogHi basis 24 ratio olelall. ULRIA AisU(Sct2ll A3l marks HA .

PQ 8.1 - RTP 2025-Jan [10] - Pg 215 LEVEL Il Medium
Application

(et 9: Capacity 2icil€ld concepts [Concepts Related to Capacity]

L2P4-C4-T09

| Read first ci™l — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method,
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capacity 2l eSS seudil 244 idle capacity cost o treatment.
NOTES

YR capacities, Gl 98 catvul AR O d At Installed (rated or theoretical) capacity: goods
ol-ladl-l § services AUdl-l Hs<H capacity. Practical (operating) capacity: the capacity of a

www.scanneradda.com

plant that can actually be utilised, repairs, maintenance, <l breakdowns, idle time, set-up time,
AWM [Ade, AdaR-20mBi 44 stock-taking - cllel A1 iUl UL d generally taken at 80%
to 90% of the rated capacity © 24 2 net capacity or available capacity U8l & €. Normal
capacity: 2% maintenance 1 dl€l capacity Hi 2dl ©2LSt ARLARMT ellell ues), AL Aot
s AHANNL WR AR Rigg, g 5 A S A9 production § services < UHISL Actual capacity:

the capacity actually achieved during a given period.

www.scanneradda.com

sS1scluiall Bl 2 o s vl uRldl gRidHi: installed 50,000 units (plant Al Hs);
practical 45,000 units (preventive maintenance, set-up time, 9141 44 training Ue9l); normal
42,000 units (141 avle ARILL output); actual 40,500 units (unexpected breakdowns 2l €24). o8
ogl A 45l 52 B d & planned AH unexpected — AR Wiz dH- practical capacity Jell 4ef
oA 8, R Wi actual Yell.

www.scanneradda.com

Normal capacity = Installed capacity - Adjustments for normal or planned capacity losses. Gt %%
adjustments 21U © d £ time lost due to scheduled preventive or planned maintenance,
number of shifts or machine hours or man hours, %1241, {12 shut-down -t [£<{l 24 normal
idle time, il normal time lost in batch change over. 2 Uats d3l% 9% 20, BUR installed capacity
24 1A adjustments GlIE.

Overhead rate olitidl practical capacity 2U H12 AURIA 8: d available productive capacity after
planned downtime €2l(d 8, 212d overheads products U fairly Slacid €, 244 installed capacity §
actual capacity 4 8¢ dRS dwuraell 9% over- § under-absorption 212 d2dq 8.

£
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o
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Idle capacity cost o treatment AdRI=U-L SIRYL UHISL AR & — AR (5AL Unavoidable reasons: i
supplementary overhead rate &Rl djdl, cost - capacity utilised U2 Aslcll. Avoidable reasons
such as faulty planning: i+ Costing Profit and Loss Account - ASldl. Trade depression: 2<eild
abnormal, 212d §2\ Costing Profit and Loss Account . Seasonal factors: i cost of production
by inflating the overhead rate Aslcll. UUARld Wizl G 241vil idle capacity cost Costing P&L Hi
Hisell € 8; ARMIR] ol (3L cost Hi o5 W O,

www.scanneradda.com

Understanding auostdd, 244 el Y814 aidiag - 3 ust

= Normal capacity 4 dHi +$l, adjustment Al Uals GIRL AHIdl. Adjustments -l ULE] 1 % Gl ©.

www.scanneradda.com

TQ9.1-PYQ 2015-Nov [5] (b) - DESC - 4M - Pg 217 LEVEL | Easy

82



CA INTERMEDIATE PAPER-4 - SCANNER NOTES - GUJARATI EDITION

Understanding

TQ 9.2 - PYQ 2023-May [6] (b) - DESC - 5M - Pg 218 LEVEL | Medium
Understanding

TQ 9.3 - MTP 2025-Dec S2 [6] (a) - DESC - 5M - Pg 219 LEVEL | Medium
Understanding

www.scanneradda.com

(G 10: Costing Ui 2435 items < treatment [Treatment of Certain Items in
Costing]

L2P4-C4-T10

Read first <l — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method, costing
i 245 Hel treatment, 984 research and development AL v2] ugL 241d 8.

www.scanneradda.com

NOTES

uddi edlvil. Research expenses 212d -Adi § JEURAl products, materials -l Acll GUAPL, & AAdl §
YR ugdl 2lladl-l vl Development expenses 212d 2 UlBAIAL W 98 g § YR product
ol-tlclall-Al (Fiofunl Ml A3 A 8. o a3 uil ed decision to produce.

www.scanneradda.com

Treatment A+l UR2 As5] AU © 5 research 2+l (A2l sg. methods of production U4 research
cost of production QLA cud wedL Adid 8; administration A C-l°l<j, research administration
overhead -l 12l ¢ ©9; market research selling and distribution overhead 4 A4S 8; 214 518 AlssA

product a4 (:lal(j, fundamental research administration overhead -l G191 AL €.

sl AlssA product HI2 Al development cost ALEll 21 % product - AS €, 4 ML Ad 24
deferred revenue expenditure 21Q(l- recovered as a cost per unit when production is fully
established. JYeREll Ug(dAl § sla-ii products U General research of a routine nature general
overhead Hi %14 ©, UL %l amount is substantial Sld Ui 24+ Ul deferred revenue expenditure
QA %8 AHUNAUHT &AL MO -l UR Selcl ASIA.

£
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Research [Ads0 o1y Ui -l cost costs Hill 6liSld € © w4 Costing Profit and Loss Account - A3
8. uals 2 % disy 2AlE 9, 241 USWL €35 abnormal He UR A % Rigid @S 8.

Understanding duostdd, 244 eeiMi y8ld adiad - 1ust

www.scanneradda.com

= Treatment 4 <d{ HHLQ\l slscl — production methods, administration, market research, product

development, routine general research, failed research — €35+l 215 ulsd.

TQ 10.1 - MTP 2025-Jul S1 [6] (Or) (d) - DESC - 4M - Pg 220 LEVEL | Easy
Understanding

www.scanneradda.com
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. Y . 0
(i 11: Us(Gd U2l [Comprehensive Questions]
L2P4-C4-T11

Read first cil — ICAI Study Material, Chapter 4, Overheads — Absorption Costing Method,
primary distribution 2{l HiS\ product -l cost Yl Alecll Al usll.

www.scanneradda.com

NOTES

YA UL AR AWIHT A € 24 €35 Uldl-l marks 8: primary distribution, secondary distribution,
absorption rate, product cost. U Md olell HIRIRIAL A1 Aellddl S, 1M AR 2421 AsAAi
WiAs d\S duil. Rate per hour 2124 total overhead of the production department + its working
hours, 21+ product -l overhead 212€ hours in each department x that department's rate, %
direct material + direct labour = prime cost Hi GHRUEA total cost &AM ©.

www.scanneradda.com

Primary distribution «ll WS+l -5\ layout 8: Basis  column, Total - column, ugdl €35
production department €16 1S column 41 €35 service department €18 218, 24+ €35 apportion
el (s g Ml ratio — rent and rates 12 floor area, general lighting 12 light points,
indirect wages 241 sundries 112 direct wages, power H(2 horse power, depreciation H12 value of
machines. (112t UMIQL AN Hel, direct wages of the service departments 4(&d, Actual dR1S
Al 8.

www.scanneradda.com

Power <Al ¢l BALEUR EOURLL 8 i dAHIR U BU4AG US. U §5¢ horse power UL S Ui
H.P. U apportion 5U; %&i horse power 211 machine hours ¢id 241l U Ui B<R H.P. x machine
hours gL 4ls(2 € (800 x 4,000 : 200 x 1,000 : 80 x 600 : 120 x 800 = 3,200 : 200 : 48 : 96). A %
2Ad, w1l generation -l fixed 4+ variable costs A3 ULSUL lU Ui 9UIklEl G<iR variable cost on
horse power hours used 241 fixed cost on horse power for capacity production apportion 52 €.
il sUL AEUR ALl d dull; eid HIRlH marks 9.
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Secondary distribution: -4 €leldll method alURL, 24 M 4 €lg] Sl dl i 58 al d etudl. el-+oll
reciprocal 2Us<Qll HI2 simultaneous equations (X = 9,750 + 0.10Y, Y = 13,400 + 0.10X); i ratios
251ARIHI AL Sl i repeat sl 5&] Sl Ui repeated distribution; Ust % $H oliel dMi step
method, 21 ULE AL § 215 dR ([AeaL oiel AUl U it receives nothing further. Ut service
departments -l 2iso{lost 24Ul service 4 ignore §7lq s& Ui €35 service department + M€l

base -l ratio i production departments U2 apportion 51 — stores H12 consumable value,

www.scanneradda.com

engineering 412 machine hours, general service 112 labour hours.

Dual-rate clowl AHAEE Ull: fixed costs budgeted hours U, variable costs actual hours U2. fixed
Al uis 21 variable -l uis €35 method Hi2ll AUIRUR A ldl — direct, step-down 244 reciprocal —
2 id -] qARaA (A) + (B) d\S 5. direct method €59 ratio d\8 §5< operating
departments il hours dlURl; step-down method 860 USel (ALl costs {lost support
department 4 UQL %11 8; reciprocal method €50 fixed costs H12 215 1S AHSWL GBSl 14

www.scanneradda.com
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variable costs 4|2 second, separate pair, 51l § budgeted 24 actual 251<R °§€1 us 8.

sul (Aol machine oriented € 244 sUl labour oriented d @udl, 44 31 quL?] absorb SU. ekl
BRl 2id) note GHR & & dg) machine hours @lall [deddl machine oriented €URAM| AL © i
agj labour hours @l labour oriented, 244 UgSl Udell H12 machine hour rate 44 o{lest {12 labour
hour rate oliel 8. o Bt €35 (AL U A5 o5 base AAUS d (51 U1 S 4 marks Hid 8.

www.scanneradda.com

olisid Avidl-l ol HE, A ULE ALl A sl 245, Su-l-l WAl i@l building U-
notional rent ¢isld AWl — d imputed cost 8, 244 rent 55 rented building dudL (Aed2l U %
apportion 24 € — 44 interest on capital outlay - finance cost d3\5 alisld AL Primary
distribution Hi service departments' own direct wages AlHel S, S1RQL § d factory -l overheads

“

.

www.scanneradda.com

Application [FuM @ausdl - sum Gsedl - 7 ust
o AHREUASIA WAl HPLRIRAL AL HOAL SHIS AU 24 g6l 21isSL s WisHiRl] oflomii guire 21 Ad AP
dg) ol % secondary distribution primary Al 6t A1& HOdl A Sl d UL marks UL M .

= Ratio UlsciMi o ysl, BEL 'Rent — Floor area (4:5:7:2:2)". -2l basis, working i G 2112l gl 6.
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PQ 11.1 - PYQ 2018-Nov [5] (b) (ii) - 5M - Pg 221 LEVEL Il Medium
Application
£ PQ 11.5 - MTP 2024-Dec S2 [3] (b) - 6M - Pg 232 LEVEL II Medium
2 Application
5 PQ 11.2 - PYQ 2020-Nov [2] (b) - 10M - Pg 222 LEVEL II Hard
E Application
; PQ 11.3 - PYQ 2023-Nov [3] (a) - 10M - Pg 225 LEVEL Il Hard
§ Application
PQ 11.4 - MTP 2024-Nov [2] (a) - 12M - Pg 229 LEVEL Il Hard
Application
5
o PQ 11.6 - MTP 2025-Aug S2 [2] (a) - 12M - Pg 233 LEVEL Il Hard
= Application
E PQ 11.7 - RTP 2025-Sep [9] - Pg 238 LEVEL Il Hard
= Application
:
3
H

www.scanneradda.com
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USWL 5

Activity Based Costing

5 (A - 40 adllge usll - Hstd: B

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvcMi AL &

uddi sums

Level | — Comprehension & Knowledge 4.9% 305 Hiell 15 marks

Level Il — Analysis & Application 95.1% 305 Hiell 290 marks
u-l Level | =ytcii Hulel2ll 12l 4L USWUAL HIA 5% marks Comprehension 24 Knowledge <Al 8, @12 UUR HI2 ICAI - 20-30%

AN

8. 2UER ddl o5l theory AT oig 2| & — UElHL @211 €35 mark sum BSAlA % HA B, led dUR| ed ARURY, dli2
A&l

www.scanneradda.com

(i 1: ABC L (@St MRARI URetl [Factors Prompting the Development of
ABC]

L2P4-C5-T01

Read first <™l — ICAI Study Material, Chapter 5, Activity Based Costing — ABC -l (As(14 YRR
UReal i d 58 URRA(AHI 1450 © d.

www.scanneradda.com

NOTES

AR URRAA ABC A 933 ci-ild 8, 244 Ul B A 24l s3 241U ©: high amount of overhead
— ogdi production overheads GlUL SIU 244 cost -l AU ML SIU Ui ABC UURPLd system i
ag) GuAldll 8; wide range of products — product -l 21Q{lui (Aldedl €l § s products Gi-tdi
Sl Ui ABC l2ll 21450 &; presence of non-volume related activities — il material handling,
inspection i set-up LU Sl 24 URURMLA system El2] WIS A ASRUL Ui ABC dg] ARL [dseu &;
stiff competition — i costs A=UL2 ARLAL US 44 selling prices KRl RE(A UHIQL ¢lielal us.
AR 2As Ale AvL; marks 2Ads €ls s dxil -] ARAAL alsd 12 9.
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ABC §5¢l costing < et~ ~2ll, d cost-reduction « AlelA UL B. Btk USAl 4 Becll oid a1
s o yelall YA 52 8: ABC production -l Ul identifies non-value-adding activities, “5+1l U2
Uedl el A ASERL S M €2 53 AU U A d Ad YsUl st — 'usefulness', 'suitability'
'need' — A dIsU ysl .

www.scanneradda.com

ulets U AL Qlddl ugt Aclid 8. pack -l URRA[AaAl U ABC -l ¢elH@L 52¢l § el d ygd
8, U HUREL Bk Ui no 5& © i $u-l one product ¢i-ld £ 24 overhead mainly
depreciation 8 (dddl 959 s3] © o ], 24 depreciation activity -l [AsaugL2ll ez 2ll), 44
labour intensive 2idi ol products %4 high contribution per unit and a very low break-even

~

point S 4l uQL no (A&l traceable direct labour UR overhead -\ allocation usdz2ll o A2lle s2l,

www.scanneradda.com
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{l2(l BEP 2124 cost -l 251aRIM| fixed cost e, A sRIetH ST ABC A elaLsell 959 §¢f e
42ll). different production facilities U ¢i-dli Wil products H12 24 dS\dl, accountants dl
engineers -{l professional services firm 12 d yes & &, SREL § services 6l %€l 8, drivers el 8,
24 pricing H12 ABC o515 ©.

€35 AR 1S ], ol BUHIR UR dUsHl: cost allocation and pricing H12 ABC, 24 cost
reduction and cost management H(2 ABC. Ul Gl €25 URRA(AA ¢id UR duld 8, 241 % GR
§5d 'multiple products, so yes' 58 © d w1l mark li%’l'?l sl & ©.

Analysis 8¢ UldlH aslg 2 URUR foiel dultal - 138
= U Y® B § ABC Sui useful or suitable & — l2d €35 Hgl tiell-l s18 RlA aRlH 3, ABC Al detl &l
{2l Howoyd YEL W O ¥ UM § UURARLA absorption 2L HI2 (Ag(d dld €: overhead -l Gl (2],
support activities A BAAHIA Ad dlURdl 2445 products, 4 UL T2l products U ASdl HMHIRRR
set-up d2l handling <l MI2.

TQ 1.1- PYQ 2026-Jan [6] (c) - DESC - 4M - Pg 246 LEVEL 1l Easy

Analysis

(e 2: ABC Hi auRlell €Ll 2420 [Meaning of Terms used in ABC]

L2P4-C5-T02

Read first didl — ICAI Study Material, Chapter 5, Activity Based Costing — activity, cost pool, cost
driver 24 cost driver rate il 212l

NOTES
Cost pool 2124 activity WISl overhead o 9g2; cost driver 242d 2 activity -l 284 95 cost A s-HId
8. UKl BELSWIL ALE AL T B SRRL S d UdsR UM 53] 521 2414 ©: Quality control —
number of inspections, § product units produced; Research and development — number of
research projects, s personnel hours on a project; Machine maintenance — machine hours;
Employee training costs — number of training hours, § employees trained; Customer service —

. . Py o o
number of service calls, number of products serviced, § hours spent servicing products.

Ulel GiAMi driver dHeli sief A1RLd) sl © § sels. Number of purchase orders, number of

set-ups, number of production runs, number of inspections, number of deliveries, number of
requisitions, machine hours, labour hours, shelf-stocking hours, kilometres travelled. Ul driver

YAddl] 5& Ul i o5 s18 3U YAl — 251aR § 30U value driver dR1S ISR 2], Rar
ERVETRTIRENETIVE

Y] USWL 98 Vs % formula U AL © d: Cost driver rate = Activity cost of the pool + Total
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volume of the cost driver, 21 U9l Overhead charged to a product = Cost driver rate x units of the
driver that product consumes. Rate (| U(Sc 2L Uldi-l 254 112l A3 |ull ('Rs 1,500 per order’,
'Rs 190.53 per hour'), $R8L & allocation q 15[l Ul o i rate method -l mark Glusl
AU 8,

Cost driver capacity ¥ cost driver consumption 18 dlid «20l. U2l 5& § U+l activity cost rates
on the basis of cost driver capacity 23l €, cli rate l 9¢ i capacity 8, WIWR quUAAEL DisHl S,
U dsldd 212d cost of unused capacity — 95 si dl activity cost ¢IE allocate 4l cost d\5, i dl
unused driver units x rate dl§ QU V. B dAS consumption cliuclell 21 UL ol HIRL G218 .

Understanding auodq, 244 Aol 38l oldiag - 1 usl
Y

= Cost driver 2Ad] aq sldl o152 o 2 pool -l cost 4 tleddl HIZ SRQIGY SR dll driver AW o8
WRuR Rl S, 244 pool €16 s,

AN

= Ut slel e cul slsi o BeiR 24l oilog 53 GHRRU A&l — mark os1SIA 8.

TQ 2.1 - RTP 2026-Jan [19] (b) - DESC - Pg 247 LEVEL I Medium
Understanding

(et 3: Traditional Absorption Costing vs ABC

L2P4-C5-T0O3

Read first <l — ICAI Study Material, Chapter 5, Activity Based Costing — UURI2ld absorption
costing -l ABC 112l AXHMRA, 244 cost hierarchy Hi activity <l S&lxAl

NOTES

Activity (| AR s&11, UKl SHUI Vi URLAL ACEIHI: Unit level — ddl activities BH-l
LA dugAA BedlEd units -l vl A1 1o 2ASI; Batch level — machine set up 5dl &
purchase order -l WsuL 5dl 5l activities, % goods -l batch ¢ d €35 cuid 2 8, Ul cost
batches -l {val A& HeA 8 URL batch -l ®ell units 4 A[SURL ©; Product level — product line
i o€l el products - 25l 24udl AUl activities; Facility level — idl activities 95 cu(s<dld
products A2 ALl 18| 2SIl A2l

HlVISIA ME V126 VIS rate UM AUAS rates. UURALA absorption costing 24uil production
overhead s single plant-wide rate U2 Clziél & — direct labour hours, machine hours, prime cost
§ units — 9UIR ABC €35 activity HI2 separate rate for each activity oli€l €, 2 driver U2 9% WuR
2] activity - %-HId 8. pack Hi WM QURRIAL UYL rates 1L £9: Rs 20 per machine hour, Rs 60
24+ Rs 9 24 Rs 52.50 per direct labour hour, prime cost <l 17.18%, Rs 240 2 Rs 132 per machine
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hour, 244 Rs 300 per unit produced.

AR AL Uil o5 [Avsrle alsd 1L B d: volume UR 2ULELRd rate €501 low-volume product is
under-costed and the high-volume product is over-costed. £URIAl G GRGR A % dld QL dR
58& © — 'Low volume product A is under-costed and high volume product B is over costed using

direct labour hours for overhead absorption'; 'Product S is underpriced while product M and L is
overpriced'; g components dloll USAHL, URURLRLd system S50 A 'highly under-costed', B 'over-
costed’, C 'under-costed'. 24isSl % S|, dlsd duil.

Cost l F-l§f<7l ] ofigatls) 8, B d unit €16 sdl-l 8. Usdi labour-hour § machine-hour -l base
U+l unit cost Y51, UeSl ABC Ul unit cost, UeSl dglelcl, 241 2 ystl UL ABC Gl sl i 8L
(product Al cost VAL ARQUUL Scll) 24 ABC Al SlU AU . Selling prices cost-plus S Al selling
price W A o5 cligalls] sél AU & § 53 product under-priced & 24 53 over-priced — 2 wadl

mark €.

Understanding duosad, 244 eeii Y814 adiag - 1ust
= U 'describe the levels' $& Ui ARYU UL, HA U AR % BELSAL AWML SIU. Mark scheme s&il €18 s

N

.

TQ 3.1 - PYQ 2020-Nov [5] (c) - DESC - 4M - Pg 248 LEVEL | Easy
Understanding

(™ 4: ABC Al cucls1 GUAIdU [Practical Applications of ABC]

L2P4-C5-T04

Read first il — ICAI Study Material, Chapter 5, Activity Based Costing — products, customers 4
segments U ABC -l cuds1> BuuldL, dall activity based management 244 budgeting.

NOTES

€35 ABC «ll sum 4L % Uix Ud1d, Bl % $H B5dl: (1) adUdl-l total overhead 2Ulell; (2) rate table
ofiell — activity, cost, driver, driver volume, rate = cost + volume; (3) allocation statement ofiel]
— activity €ls s AN, product €16 215 column, €38 VlI-IHi rate x driver units; (4) column -l
AR 52U 244 overhead per unit Hoddl divide by output; (5) total cost per unit Haddl prime
cost per unit G4, eS| Ye9r1u ol mark-up. pack l €35 eURIAL Bk VL o $H UAAR B, 2t AR
WiAS AL marks HA 8.

¥ rate A oled ratio 2\ allocate 53\ 2Ust ©1, 44 Gl ViU 5& V. ¢l YUIRE] notes QU O §
activity cost A driver units -l ratio Hi d$2l| ASRUL (24:54, 6:9:10, 90:135:125) x4 & 'there will be
no change in the final answer'. 21s method Ui€ 53 244 column -t 2AsHI ratio @uil. dl eladall
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AN N

A&l — s activity HI2 rate 24 Ul HI2 ratio 2 25U (QLd-{l Al AUARL AldR & % 21Y]
column WIE o1 ©.

Total overhead €Ml dlR VLT Slcll AA2dl, Vi Vi 2iecl 2 %5 USEl mark €. SURlAl Gl A4
output x overhead per unit d3l5 513 € (20,000 x 30 + 40,000 x 40 + 60,000 x 50 = 52,00,000), total
machine hours x the machine hour rate ¢2\$ (12,00,000 hrs x Rs 30 = Rs 3,60,00,000), 24 Ug9\ U
2 d percentages UHIQL i A& & (set-ups 40%, machinery 10%, material handling 30%,
inspection 20%). Ut departmental overheads 4-l ABC pools A&l B2l B4, Ui ABC -l UaAs HI2
ABC pool figures cluRl 244 departmental 2SS §5c UURRLA UaLS HI2.

U overheads 21 activities 23+l ratios 21U Ui S1E UGL rate ARl USdi ol doissi-l
apportionment 52. pack -l a{l: technical staff salary machine maintenance, set-up - quality
control <R3 1:2:2 (?s 30:40:30); machine operation 241 machine maintenance stores dl
production set-up <2l 2:3 (& 20:80); stores staff wages dUL stores . 2l apportionment - 24&3l
working cil& oldidl, o4 §er column overhead il §& A2 WE HA — pool -l AissL vil2l sl dl
rate table st ©.

Customer profitability -l Uldll format €, 24 d cost sheet 2ll. Revenue at list price, less
discount (units x discount per case), = revenue at actual price, less cost of goods sold, = gross
margin, ¢ll& customer level operating activity costs (order taking, customer visits, delivery

kilometres, product handling, expedited deliveries — €35 Uldll-L driver rate UR), = customer level
operating income, U9\ operating income as a percentage of revenue, U\ rank. 2wt marks
A1 €ldell ol customers Al ARAMRIHER] ud 8: uRldl BRL dsldads SREL uddi discount per
case L U 8, Ul agy dRAR-L orders, df visits 4 dg delivery kilometres .

Segment 4+l product-line <L Uil Vs % dld ol dR y® ©. uddi all costs other than cost of
goods sold L Ul % URURLAL base o M 24 d-il UR allocate $2U (AL d cost of goods sold «{l
2s51dRl — i 2s1a1R) total support cost + total COGS d3\s auell), ussl 24 o support costs - ABC -l
drivers WMIQL allocate 53U, Ul id systems S5 operating income | revenue Al 2s1cR1-
show the comparison. Gk é42li L2l dg ASISRS line o A A 244 2 ATellA YA 2 & § ol
systems d22 sH reverses 21 ©.

ol GHRYL ARAR ld B Vi oid RSUl marks 8. Cost of unused capacity = activity cost ¢l
allocate €Ul cost, Al unused driver units x rate, activity-€2-activity §d a1 OlQllaﬁ. Quoting
for a new order 12 cost sheet 951851 9 direct costs (material, hourly rate U2 labour, 24 design
cost % AHUAUAL & units - LR d-l UR SAlddl) 2444 indirect costs (production runs x rate,
inspections x rate, consignments x rate) #i dSAREl i, ugdl total cost, mark-up, sales value,
selling price per unit. Activity Based Budgeting 2124 'the reversing of the ABC process to produce
financial plans and budgets'; Activity Based Management 2124 'the use of ABC as a costing tool to

o . D . . . .
manage costs at the activity level', 9% cost reduction, business process re-engineering,
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benchmarking 2 performance measurement HI2 UM .

Understanding dxowlad, 214 ee{Hi 4§l aldiag - 1ust
= ABB 2{-l ABM HI2 1S UlScll el 24Ul 41 Ug9l sHUEA Guaioll. ouRlAl GiMi ABM 4 AR GullaL ©;
€35 uis 2AS ddll AS s,

www.scanneradda.com

TQ4.1-PYQ 2018-Nov [6] (e) - DESC - 5M - Pg 249 LEVEL I Medium
Understanding

Application [Fud @dusdl - sum GSadl - 31 usit

= €3S UASH Gl &AW © &ﬂ s 2l — 'Statement Showing Activity Based Overhead Cost', 'Calculation
of Cost Driver Rate' — i1 rate table - allocation table &ll A4&3L vl Marks Uas €16 HA E§, vled uilel
rate dtHd {2l format -l marks dHiastelcl -2ll.

www.scanneradda.com

A N s

= U il methods HIL U URURARLA USEL 4 YRy 82U 2 25l 24l & 24 ABC Lol el axleiel total
overhead 21 o Yl WS 8.
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PQ 4.27 - MTP 2025-Aug S2 [5] (b) - 5M - Pg 314 LEVEL Il Easy
Application
PQ 4.1 - PYQ 2018-May [4] (a) - 10M - Pg 250 LEVEL Il Medium
Application
:
2 PQ 4.4 - MTP 2019-Oct [2] (a) - 10M - Pg 257 LEVEL Il Medium
o Application
E PQ 4.6 - MTP 2020-May [2] (a) - 10M - Pg 262 LEVEL Il Medium
o Application
3
3 PQ 4.7 - PYQ 2020-Nov [5] (b) - 6M - Pg 263 LEVEL Il Medium
2 Application
PQ 4.12 - PYQ 2022-Nov [2] (c) - 4M - Pg 276 LEVEL Il Medium
£ Application
-'é; PQ 4.13 - PYQ 2023-May [4] (b) - 5M - Pg 277 LEVEL Il Medium
o Application
a PQ 4.15 - RTP 2023-Nov [4] - Pg 282 LEVEL Il Medium
“ Application
z
3 PQ 4.17 - MTP 2024-Mar [5] (b) - 8M - Pg 286 LEVEL Il Medium
Application
= PQ 4.18 - PYQ 2024-May [2] (a) - 8M - Pg 290 LEVEL Il Medium
° Application
: PQ4.19 - RTP 2024-May [4] - Pg 291 LEVEL Il Medium
o Application
§ PQ 4.23 - MTP 2024-Nov [4] (a) - 6M - Pg 302 LEVEL Il Medium
z Application
z
z
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E PQ 4.32 - RTP 2026-May [9] - Pg 324 LEVEL Il Medium
o Application
§ PQ 4.2 - PYQ 2018-Nov [3] (b) - 10M - Pg 252 LEVEL Il Hard
g Application
K PQ 4.3 - PYQ 2019-May [3] (b) - 10M - Pg 254 LEVEL Il Hard
3 Application
z
PQ 4.5 - PYQ 2019-Nov [2] (a) - 10M - Pg 259 LEVEL Il Hard
Application
£
S PQ 4.8 - PYQ 2021-Jan [4] (b) - 10M - Pg 265 LEVEL 11 Hard
S Application
E PQ 4.10 - PYQ 2021-Dec [3] (b) - 10M - Pg 270 LEVEL Il Hard
s Application
é PQ 4.11 - PYQ 2022-May [5] (a) - 10M - Pg 273 LEVEL Il Hard
B Application
PQ 4.14 - MTP 2023-Sep [2] (b) - 10M - Pg 279 LEVEL Il Hard
= Application
_'E PQ 4.16 - PYQ 2023-Nov [4] (a) - 10M - Pg 284 LEVEL Il Hard
s Application
E PQ 4.20 - MTP 2024-Jul [5] (b) - 7M - Pg 294 LEVEL Il Hard
b Application
z
Z PQ 4.21 - PYQ 2024-Sep [3] (a) - 8M - Pg 296 LEVEL 11 Hard
Application
PQ 4.22 - RTP 2024-Sep [10] - Pg 299 LEVEL Il Hard
E Application
E PQ 4.24 - MTP 2024-Dec S2 [2] (a) - 10M - Pg 305 LEVEL Il Hard
= Application
§ PQ 4.25 - PYQ 2025-May [3] (a) - 8M - Pg 308 LEVEL Il Hard
: Application
:
g PQ 4.26 - MTP 2025-Jul S1 [5] (a) - 8M - Pg 310 LEVEL Il Hard
Application
= PQ 4.28 - PYQ 2025-Sep [3] (a) - 8M - Pg 315 LEVEL Il Hard
3 Application
-'E PQ 4.29 - MTP 2025-Nov S1 [2] (a) - 10M - Pg 317 LEVEL Il Hard
e Application
- PQ 4.31 - MTP 2026-Apr S2 [5] (b) - 6M - Pg 322 LEVEL Il Hard
: Application
z
PQ 4.33 - PYQ 2026-May [5] (a) - 10M - Pg 328 LEVEL Il Hard
Application

Analysis €Wl oslg 24 URUR foiel duRell - 2 U8t
= (2wl 1ol Al A €ldai o products § customers ULl 4 AUSST AS], SRRL AL U] S1REI AL
8: discount per case, orders, visits 244 delivery kilometres | v, 24 absorption -l base A4+l

volume.
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TQ 4.2 - PYQ 2023-May [6] (c) - DESC - 5M - Pg 249 LEVEL Il Medium
Analysis

PQ 4.30 - RTP 2026-Jan [11] - Pg 321 LEVEL Il Medium
Analysis

Synthesis A2 oSl G Rl - 1 U
N

= U rates WRWMRAL dURIL UR Sl UL cost driver capacity U2 clelldl SIU Ui rate capacity UR 2LQU 244
ugd) cost of unused capacity A4l Glellall. WAl HEl 2 % e Wisdl-l 8.

s G UKL BiRL 98 84 aliel © d sH oliedl: activity rates, Ul products < ASEl cost, Ugdl unused
capacity, U€| total overhead A2l reconciliation. €35 WA A 24Ul

PQ 4.9 - PYQ 2021-Jul [3] (b) - 10M - Pg 268 LEVEL Il Hard
Synthesis

(™ 5: ABC L dotsst [Stages in ABC]

L2P4-C5-T0O5

Read first <l — ICAI Study Material, Chapter 5, Activity Based Costing — ABC system €lH& Scll-l
QUASI delssl, i cost hierarchy Hi cost pools 4 ad{ls2wL.

NOTES

VAL UIRA UASID cdoiss], URAL SHUI: Staff training — SIMERIHL AsSR (RIS ©, ved
ABC -l &g AHU d HI2 cllellH UL 8; Process specification — Hu c(scl A1 w-UARS
UL YARL Helsldl gRL production l UBIAL doissl, €2sHT AsRAL ULE-], processing Al AU 24
USARI NI B; Activity definition — AHRURAL AL ASI d HI2 activities A AZALAAL dolss
o U YA Sl US 8, A AISRIA § dl data HUSA ©9asidl €21 24 Ul A codify 52l
usel; Activity driver selection — €3§ activity H12 21§ cost driver UIE U €9; Assigning cost —
activity pools Hi2ll cost objects U costs Aludl 12 s % wldA(€ activity driver QuRgd ©.

AGsSIA A Wia-ll ALEL S ULE AV U 'suggest the key practical stages' d3\5 HsIU &, o8
JHRQUAL UL & 24 A2UR49L clodssL €ls s mark -l 8, i2d 2(lNs axll AHYAl] 218 Uls<t A o
Ul BiR 8. ABC AL SRIELRL A3 A 5U; 2 el Ul 8.

a2{[501l U €A cost pools A1 8 i €25 A s el 1L V. Ul ad(lsWL 21t 8: Human
resources — facility; Maintenance of buildings — facility; Parts management — batch or product;
Plant security — facility; Purchasing — batch; Floor manager's salary — facility; Quality control —
batch or unit; Machine set-up — batch; Designing the product — product; Receiving department
— batch.

eAHi2Al ol Al owi © TBU-L ol Gl sl 8 — parts management (batch or product) 244
quality control (batch or unit). @i pool ciHi2ll 18 il sai1RA il AS AUl VU dQuil 44 el 2l
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(Aseu Auaell Bk mark AHiadl il @dusal-dl sq1él hierarchy dloll o €: cost €35 duid batch
A AR Udl S dl d batch level 8, product line 4 251 2l S dl product level, 244 cu(sdld
products A2l Al B8\ - ASU dl facility level.

Application [Fud @usdl - sum GSadl - 1 ust

=+ A{[5QUAL UL BTiR AL columns AL SISIHT AL — $HS, cost pool, &l — 2 6llog 8] AL Ay
yeoleS A2l 24 244 marks U@L 2{l.

TQ 5.2 - RTP 2025-Sep [18] (b) - DESC - Pg 332 LEVEL Il Medium
Application

Analysis ©2WslH oslg 24 URUR Aoiel duRidl - 1 st

= | hierarchy -l U2l ©: €38 pool - unit, batch, product 5 facility &4 li&‘l 244 s&ll pool -l 0{l°§Hl,
UL UlctlAl $HMI vl

= Pool ¢l sedi oA AScll Sl AUl il 56 U 53 4 AL H@ d 251 BualsUHT cuil. uRldl Bl 23S
pools UR s Sl dg dlu SR &, UL Hd] alu- A&l

TQ 5.1 PYQ 2025-May [6] (b) - DESC - 5M - Pg 331 LEVEL 11 Medium
Analysis
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USWL 6

Cost Sheet

2 (v - 32 @dllge usll - Hestel: A

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvcMi AL &

uddi sums

Level | — Comprehension & Knowledge 3.1% 254 yiall 8 marks

Level Il — Analysis & Application 96.9% 254 uiel 246 marks
Yu-l Level | =ytcii Hulelell 12 4L USWUAL HIA 3% marks Comprehension 24 Knowledge <Al 8, @12 UUR HI2 ICAI - 20-30%

AN

8. 2UER ddl o5l theory AT oig 2| & — UElHL @211 €35 mark sum BSAlA % HA B, led dUR| ed ARURY, dli2
sl

www.scanneradda.com

(civu 1: Elements of Cost -1 s uMIl adils©1 [Functional Classification of

Elements of Cost]

L2P4-C6-TO1

Read first <l — ICAI Study Material, Chapter 6, Cost Sheet — cost -l elements j functional
classification.

www.scanneradda.com

NOTES

s UL item Y5cli USdi functions cvil AAtuil. AL GriRui Al AH 241 UHIQL & — production
or works, administration, selling and distribution, 24 518 product § job 412l (¢l IS direct
costs. AU headings Ul-i UR ALl 12 Ul Ut HInt matching -l | 1A €, 44 marks
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classification -l 8, explanation At &l

el U €A items Hizl AR U VA5 % YEL ASRAUAL HI2 YSL B: SIS 215 job § product AL
Alell il cost i direct expense 8, overhead ASl. 21 AR © — product blueprint cost, hire

charges paid for factory machinery for a certain product, one-time licence fee for software used
on a particular job, 24 ALsS Bledl sl Bctldn-il SRYL I8 lssA job Y sl Ysdg overtime

wages. 21l €35 d job -l direct expense 8. Overtime Hi o (A&l ¢jd 52 & — d general S
@UR % factory overhead i &; s AlssL SREQL AY Sl dll d direct €.

www.scanneradda.com

o{l9y) ol items Hi 215-21s trap ©. Alss-l Hwwelled SUd specialised packing ] selling and
distribution €9, production packing A48l — product 4 %llllClgi 24 ZSlC{gi primary packing |
production 8, AlSS Hlalfj packing -2ll. Royalty paid for production is a direct expense of

production, d administration § financial charge 2.

U 95 columns ML d 9 AVil. ol columns | and 111 HIUL Sl AUl item Al AR 24 d-ll A o
classification &uil, ofloy 59 &, Description column 31 GelRall2l ellS\-L paper HI2 oSIedll qHA

www.scanneradda.com
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dssid € i 245 UL mark deldl 2l

Analysis ©2WslH alg 24 URUR Aoiel duRidl - 18t

= €35 jtem - UL Uldl-ll numbering UMISL classify 531, 24 the exact column headings the question
prints dlul — Uldlq classification Gl 511 Bl format -l mark dH(d €.

= €35 item ol tests UR sHHI -sSl 51 — d direct © § indirect, 24 d suL function Hi 4l 8. L % sHHI
s2dl12ll marketing salary < administration cost d2ls ci2il dai-l e 2l 2l

TQ 1.1 - PYQ 2026-Sep [6] (a) - DESC - 5M - Pg 335 LEVEL Il Medium
Analysis

(v 2: Cost Sheet/Statement

L2P4-C6-T02

Read first cil — ICAI Study Material, Chapter 6, Cost Sheet — cost sheet 4 format v €35 stage
UR €35 item o treatment.

NOTES
Format < 215 A1S] 2 ALE AW 244 dll 51 5€1 el Sl Prime cost Yl ©dal Bl 2L
Ad A2 ©: Opening stock of raw materials + Purchases (less returns, less trade discount) + Freight

or carriage inwards + Insurance on material procured - Closing stock of raw materials = Raw
materials consumed; Ugd\ + Direct wages or direct employee cost; ugdl + Direct expenses; = Prime
Cost. Direct employee cost Hi <M{d outstanding wages, factory workers 2{ulg production bonus
24+ employer -l PF and ESIS contribution <l 912 €. Pack i direct expenses 2124 royalty paid
for production, cost of special drawings, hire charges for specific equipment, job charges paid to
job workers, fees for technical assistance, moulds and patterns <l amortised cost (cost + the

number of production cycles or years of life), 24 power and fuel — %18 2is G -lel © § power
and fuel 1 ds(cls Ad factory overhead d21s uglL sy s, dell factory cost § d-ll Rl cl2lxAiui
s2ll §2 USdl 2l

Prime cost 2| factory cost Yl ¢RAGR ¢l @ | 8, 2 dH-Al $4 Hstd-ll 8. Prime cost + works or
factory overheads = Gross Works Cost; usS\| + Opening work-in-progress - Closing work-in-
progress = Works or Factory Cost. WIP 1 adjustment overheads -{l ugl 211d 8, usdi s¢l sl
elel BRlHi factory overheads 2@ factory building and plant U+ depreciation and insurance,
raw materials 244 WIP Al stock uz:i insurance, apportioned factory rent, repairs and maintenance

of plant, consumable stores and indirect wages, supervisors' and foremen's salaries, lease rent of
production assets, pollution control and engineering, store overheads on material, 24 cost of
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rectifying defective output.

Factory cost 2l cost of production Jell-l G2 2 o © o5 (Aauell4l ¢4l e . + Quality control

cost, + Research and development cost for improvement of the production process, +
Administration overheads relating to production (production control manager -l WL, factory

work Al aélae-l v2l), + Primary packing cost (Alss-1 GUURL HI2 product A ALRACL 244 251l
%32’1 packing), - realisable value of scrap, waste, defective output or by-products, = Cost of
Production. 21l credit 2431 ©Ul GdRMi 551R © d &l-Hi Al — s2dls Gl scrap -l realisation
works cost Hi2ll oile $2A A Net Works Cost §& € 244 Ugdl production il items GHR 8, s2ls d-
cost of production il ¢iAG1R GUR ¢lle 52 8, i 245 B raw material -l scrap - materials
consumed Hi2ll Gile 53 8. AR S1E ULl A 8 — il SUL YK S d Al €l

www.scanneradda.com

g9\ stock 241 overhead Al 8S\: Cost of production + Opening stock of finished goods - Closing

stock of finished goods = Cost of Goods Sold; + Administration overheads (general) + Selling
overheads + Distribution overheads = Cost of Sales; + Profit = Sales. FIFO &5 closing finished

stock < valuation this period's cost of production per unit U2 s2l, 24 i output -l AisS|
2| Sl Ui Units produced = Units sold + Closing stock - Opening stock <lu3l. Distribution

overheads 2@ packing for re-distribution or secondary packing, freight on delivery of finished

www.scanneradda.com

goods, depreciation on delivery vans 241 warehousing charges; selling overheads 212

www.scanneradda.com

. . . . . Y ol ey
advertisement, sales promotion, sales commission, marketing staff salary 24 exhibition expenses.

Format 932¢l o aIR exclusions UQL Y14 8. 2L items cost sheet Hi 2Alddl @ 2{l 24 Costing
Profit and Loss Account Hi %2 ©: interest on a term loan, & d plant w2ledl dlell st — &g dA
cost of production oi-ld gdll 2ll; wages for abnormal idle time, B & A2 AlEel lockdown -l
AH; cash discount allowed on sales, 95 £9WU€l statement Hi net operating profit gl 9% Gl Ul
©; bad debts written off; 24 demurrage, S1RQL 5 d €5 . GST is a cost only when the input tax
credit is not available — “®1{ ITC HOAUIA S Ui material d-l cligatis] 53 dal, 244 i
purchase ITC 4 HA dell GST US| 5E| slU Ui gross AisSt @M. 518 material dtudl Gied
YA subsidy d material <l cost Hi2ll ¢ile A 8. Other administrative overhead does not form
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part of cost of production, 241 technical director's salary is an administrative cost €, production
Al A&l

Ui U cost of sales & cost of goods sold 24l purchases H13L, cui Al$ Glell 22l & reverse

working 24l 8: Cost of sales - selling expenses - general and administration expenses = Cost of

www.scanneradda.com

goods sold; + closing finished goods - opening finished goods = Cost of production; + closing WIP
- opening WIP = Works cost; - factory overheads = Prime cost; - direct labour = Raw material
consumed; + closing raw material - opening raw material = Materials purchased. €35 (H2ll-l
Bletele) om 8. udeli reverse working - 44etdL statement 1% 53U, U9l cost sheet Alell 29y sA —
u3lats oidd marks 21U .

\

ol 2l %% UASAl marks UL 8. USH], per unit column Al HUAUSIR HAEAIA € — cost of

www.scanneradda.com
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production Yellq o1 units produced a3 P € 24 cost of goods sold 2l AL units sold 3.
ofl9y, profit -l 3uidR Ule AL — profit of 20% on sales is 25% on cost, 244 12.5% on selling price
is one-seventh of cost; i profit 21 of sales 251<R] Sl Ui cost of sales - gross up 53U, cost Hi
251 BHRA el Pack o A2l ag 4R 2udg practical ¢l products dlg] €, M direct material per unit
of one product is twice the other 24 direct wages per unit of one are 60% of the other: per unit
isS| 4slld Y81, produced (sold -A&l) units S YL, FE AL Audldl, BSAl, 24 ULE AU &

production overhead per unit 6i- products HI2 same rate for both €.

Remembering < 2llual &9l d oug dH §2 29 59 - 1 U8t
= Treatment -l USL: €35 item H12 AUl § whether it enters the cost sheet at all, 244 2Alddll S dl at
which stage. oi-l ¢4191-1l marks ©.

» Cost Hi2ll oiislc AUl items 4 UL 851Y] os1e5 — d Costing Profit and Loss Account Hi o511 € &
financial item € d d@uil, dH- 21U 18| A €L

TQ2.2 - PYQ 2026-Sep [6] (c) - DESC - 4M - Pg 337 LEVEL | Easy
Remembering
Understanding 2uHolad, 214 iee{Hi 48l oldiag - 1ust
» Treatment Al U €35 item il stage 4 s dldlq SREL BISA B. Item SUL elvid AR S d quil —

'added to factory cost', 'deducted from cost of production’, 'excluded and charged to the Costing Profit
and Loss Account' — 24 d % disuHi S1REQLULL.

TQ 2.1 - MTP 2024-Jul [2] (b) - DESC - 4M - Pg 336 LEVEL | Easy
Understanding
Application [Fud @dusdl - sum GSedl - 29 usit
= U8l 9% sub-total j A AW d €384 label 82U: prime cost, gross works cost, works cost, cost of
production, cost of goods sold, cost of sales. Label 5| €35 |12l 2As mark ?5, vi2d label ARl issi-l
SRAN AL profit Yell usl dis marks Hid ©.

= 518 UQL derived x5Sl QI d-l cllogi SRIME S sHild working note i vl — square feet UHISL
rent 4 apportionment, written down value U2 depreciation, units produced, closing stock < valuation.
Method -l marks workings Hi % €.

PQ 2.26 - MTP 2026-Apr S2 [1] (a) {C} - 5M - Pg 391 LEVEL Il Easy
Application

PQ 2.1 - PYQ 2018-May [2] (a) - 10M - Pg 338 LEVEL Il Medium
Application

PQ 2.5 - PYQ 2020-Nov [2] (a) - 10M - Pg 346 LEVEL Il Medium
Application
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E PQ 2.10 - RTP 2022-May [5] - Pg 357 LEVEL Il Medium
o Application
§ PQ 2.12 - MTP 2023-Mar [2] (a) - 10M - Pg 360 LEVEL Il Medium
g Application
K PQ2.14 - PYQ 2023-Nov [2] (a) - 10M - Pg 364 LEVEL 11 Medium
3 Application
z
PQ 2.15 - PYQ 2023-Nov [5] (b) - 6M - Pg 367 LEVEL Il Medium
Application
£
S PQ 2.16 - PYQ 2024-Sep [2] (a) - 8M - Pg 368 LEVEL I Medium
S Application
E PQ 2.17 - RTP 2024-Sep [11] - Pg 371 LEVEL Il Medium
s Application
é PQ 2.18 - PYQ 2025-Jan [2] (a) - 9M - Pg 372 LEVEL Il Medium
B Application
PQ 2.19 - PYQ 2025-Jan [4] (b) - 6M - Pg 375 LEVEL Il Medium
= Application
_,;é PQ 2.20 - RTP 2025-Jan [11] - Pg 377 LEVEL Il Medium
s Application
E PQ 2.21 - PYQ 2025-May [2] (a) - 7M - Pg 379 LEVEL Il Medium
b Application
z
Z PQ 2.23 - RTP 2025-Sep [10] - Pg 385 LEVEL 11 Medium
Application
PQ 2.29 - PYQ 2026-Sep [5] (a) - 7M - Pg 399 LEVEL Il Medium
E Application
E PQ 2.2 - PYQ 2018-Nov [2] (a) - 10M - Pg 339 LEVEL Il Hard
= Application
§ PQ 2.3 - PYQ 2019-May [2] (a) - 10M - Pg 341 LEVEL Il Hard
s Application
:
PQ 2.4 - PYQ 2019-Nov [3] (b) - 10M - Pg 343 LEVEL Il Hard
Application
= PQ 2.6 - PYQ 2021-Jan [2] (b) - 10M - Pg 348 LEVEL Il Hard
3 Application
-'E PQ 2.7 - PYQ 2021-Jul [2] (a) - 10M - Pg 350 LEVEL Il Hard
e Application
- PQ 2.8 - PYQ 2021-Dec [2] (a) - 10M - Pg 352 LEVEL Il Hard
: Application
z
PQ 2.9 - PYQ 2022-May [3] (b) - 10M - Pg 354 LEVEL Il Hard
Application
£
& PQ 2.11 - PYQ 2022-Nov [4] (b) - 10M - Pg 358 LEVEL Il Hard
-'S- Application
E PQ 2.13 - PYQ 2023-May [3] (b) - 10M - Pg 362 LEVEL Il Hard
= Application
é PQ 2.22 - RTP 2025-May [11] (a) - Pg 381 LEVEL Il Hard
B Application
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PQ2.24 - MTP 2025-Dec S2 [4] (a) - 9M - Pg 387

PQ 2.25 - PYQ 2026-Jan [2] (a) - 9M - Pg 389

PQ 2.27 - RTP 2026-May [10] - Pg 393

PQ 2.28 - PYQ 2026-May [2] (a) - 7M - Pg 397

SCANNER
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UsSWL 7

Cost Accounting Systems

3 (A - 37 adllye wsll - Hst: B

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvcMi AL &

uddi sums

Level | — Comprehension & Knowledge 14.2% 211 diell 30 marks

Level Il — Analysis & Application 85.8% 211 uiel 181 marks

u-l Level | =yicii Hulerell 12 4L USWUAL HIAL 14% marks Comprehension 24 Knowledge -l 8, %13 UUR HI2 ICAl < 20-30%
8. 2UER ddl o5l theory AT oig 2| & — UElHL @211 €35 mark sum BSAlA % HA B, led dUR| ed ARURY, dli2
A&l

www.scanneradda.com

(i 1: Non Integrated Accounting System

L2P4-C7-TO1

Read first cil — ICAI Study Material, Chapter 7, Cost Accounting Systems — non-integrated (cost

ledger) system, d-li subsidiary ledgers, control accounts 4 journal entries.

www.scanneradda.com

NOTES

Non-integrated system &6 AR ledgers WA 8, 1 4-mark Al theory UM AR, €35+ 2is
A2 A1, S ©. Cost Ledger — cost department 4 4w ledger, 934{ impersonal accounts &l
®; dHi Control Account for each subsidiary ledger vl d4 self-balancing ci-ldlid €. Stores

Ledger — stores Al €35 item g s account, 9 invoice, goods received note, material requisition

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

2 material received note U2ell @uld £ 44 receipt, issue and balance in physical as well as
monetary terms £2lld €. Work-in-Process Ledger (%5 job ledger U@l s¢é ©) — ¢ jobs g
processes i accounts; €35 job -l material, wages 24+ overheads d job -l account Hi A& €, 24
job account -l balance 212& work-in-process. Finished Goods Ledger — €35 YU el product $
job < 28 account; finished product stock Hi %514 4R work-in-process ledger is credited and this
ledger debited.

General Ledger Adjustment A/c 241uiL system Al €3] 8, 24+ d Cost Ledger Control A/c 1 9%
account 8 — ©9UAL G AL dld U ALl 5& ©. Cost books Hi I8 personal § real account

www.scanneradda.com

é‘lgj, +2ll, 2124 every transaction with the outside world enters through it. dui raw materials
purchased, wages incurred, overheads incurred 4 cost UR dd(dei customers' returns credited
2 ©; 44 suppliers A ULl HISAAL materials, Costing P&L A/c HIRSd transfer %lﬁczi sales 244
balance c/d dui debited 21 €. d-ll opening credit balance Q1 stock control accounts -l debit
balances -l ARAUNU HRAGR SIA 8 — dHIRL B HA B § AS] d-ll vildRl 2 o5 8.

www.scanneradda.com
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Raw Material (Stores Ledger) Control A/c — G+l 95 format ot-lld © d: Debit — To Balance b/d,
To General Ledger Adjustment A/c (purchases), To Work-in-Process Control A/c (production yiall
stores Hi Ulg) 21ldg material 244 WIP {2l 2l transfers). Credit — By Work-in-Process Control
A/c (production 4 Ul issues), By General Ledger Adjustment A/c (suppliers < Ule9l HISAEL
materials, 212€ § returns outwards), By Overhead Control A/c (repairs and maintenance H12-il
issues), By Costing P&L A/c § Overhead Control A/c (stock Hi RUAE] ©42), By Balance c/d. €2 %
trap 8: % Gt d-l normal 218l i d Overhead Control A/c i %1 8; %l d-l abnormal 1@l
Sl Ui d Costing P&L A/c Hi 951U 8. 245 9l B 215 2Ad 52 © A el & § ollgy Ad ULl
sl & — R eRRUL footnote Hi duil €l 2ed mark ssaale 2.

www.scanneradda.com

Work-in-Process Control A/c: Debit — To Balance b/d, To Raw Material Control A/c (issue $3¢]

www.scanneradda.com

material), To Wages Control A/c (allocate Sici direct wages), To Factory/Overheads Control A/c
(production U 2lddl overhead). Credit — By Finished Stock Control A/c (cost UR YR =l Hid),
By Raw Material Control A/c (stores Hi W§) HisA¢ material), By Costing P&L A/c (818 scrap value
AR 45RIYG work-in-progress), By Balance c/d. i s cost of finished goods -l issl 4 410 i
closing balance ysl ug9l the transfer to finished goods is the balancing figure — 215 G<l? il
AUR AoelMi 5 V.

Finished Stock Control A/c 241 Cost of Goods Sold A/c: Debit — To Balance b/d, To Work-in-
Process Control A/c, To General Ledger Adjustment A/c (cost UR customers' returns). Credit — By
Cost of Goods Sold A/c, By Balance c/d. US| Cost of Goods Sold A/c i & 4isSl debit 2 © 244 d
account closed off to the Costing P&L A/c 2L 8. LAIHI AV § Al return cost UR 24d 8,
selling price UR A8l

www.scanneradda.com

Overheads Control A/c v dsldd sdi o ©: Debit — To General Ledger Adjustment A/c (W3uR
>l overhead), To Stores Ledger Control A/c (repairs H(2 AL stores i1 SIS UQL normal €42),
To Wages Control A/c (indirect ¢121, A2d wages paid ¢il€ direct wages applied — 25 Gl
¥21,000 paid olle ¥18,000 applied led 3,000). Credit — By Work-in-Process A/c (absorb AUl
overhead), By Balance c/d, ° under-absorption €. Ul Costing P&L A/c -l debit o119 cost of
finished goods § cost of sales, abnormal losses 241 under-absorption 2Ud 8, 2 credit 0{l°§?ﬁ\
sales (General Ledger Adjustment A/c HIRSd) 24 over-absorption ild £, 4 profit General
Ledger Adjustment A/c Hi transfer 214 ©.

£
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9% journal entries dRAIR YA 8, 24 €541 (HQRL $HRL s o Hel — entry -l ol olioy sui
usS €. Material -l credit purchase: Stores Ledger Control A/c Dr. — To Cost Ledger Control A/c.
Production « material issue: Work-in-Process Control A/c Dr. — To Stores Ledger Control A/c.
Production Hiell stores Hi material ULE): Stores Ledger Control A/c Dr. — To Work-in-Process
Control A/c. Direct wages Ualddl: Work-in-Process Control A/c Dr. — To Wages Control A/c.
Indirect wages 24 cU(3: Wages Control A/c Dr. — To Cost Ledger Control A/c, 21 ugsl
Manufacturing Overhead Control A/c Dr. — To Wages Control A/c (G<R is % AYsd entry 1

www.scanneradda.com
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(Aseu ds SR ). Production U manufacturing overhead: Work-in-Process Control A/c Dr. —
To Production Overhead Control A/c. Sales {2l selling and distribution overhead -l @’j€lct: Cost

of Sales A/c Dr. — To Selling and Distribution Overhead Control A/c. Overheads over-absorbed
$lU: Overhead Control A/c Dr. — To Costing Profit and Loss A/c. Overheads under-absorbed si:

Costing Profit and Loss A/c Dr. — To Overhead Control A/c. ©9¢ell cld x1s| d\$ Ule AWl — over-
absorption cled & 242 Costing P&L Hi credit 211 8, under-absorption 521l € 2i2d dui debit
Y 8.

Remembering < 2lual &9l d g dH §3 29 59 - 1 U
= YRY ledgers Al "M 1 €35+ s ARlHIHS 12l Aull. 4-mark Al UHHT AR A GURid Cost Ledger Hiril
Control Account Lol self-balancing Al liE:l el 2R 9.

TQ 1.1 MTP 2024-Mar [3] (a) - DESC - 4M - Pg 402 LEVEL | Easy

Remembering

Application [Fud @usdl - sum GSadl - 4 ust
= 59 post $cli uddi yrdi eieli accounts Wil H1uil, opening balances 381, Ugdl transactions -l ULEl
SHM{ dE €35 item -l ¢irl Gl post Scll FIRAL 95 AiSSL HIA A4S % account Hi AL S AUl o
account Hog ~t2il.

Y Y Y

= €35 journal entry 2l narration @uil. WAL B<RMi €35 entry Al narration SIU €, 4 HI2t ol account
AL A YA mark vutadi il

= Ul sl 2L A S — cost of finished goods & closing balance — <i d-l balancing figure 315 sl
24 account Mi 2 % Ad label 5. Gl GIRAAUR 2L % 53 © A SIAML vl UL B,

PQ 1.2 - PYQ 2019-Nov [6] (b) - 5M - Pg 406 LEVEL Il Easy
Application

PQ 1.3 - MTP 2024-Nov [1] (b) {C} - 5M - Pg 407 LEVEL Il Easy
Application

PQ 1.4 - PYQ 2025-Sep [4] (b) - 5M - Pg 409 LEVEL Il Easy
Application

PQ 1.1 - PYQ 2018-Nov [4] (a) - 10M - Pg 403 LEVEL Il Hard
Application

(i 2: Integrated (Or Integral) Accounting System

L2P4-C7-T02

Read first il — ICAI Study Material, Chapter 7, Cost Accounting Systems — integrated (integral)

accounting system, d-ll pre-requisites, advantages 11 journal entries.
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NOTES
CIMA Al vy, 4vl 2i8l ® SIREL S marks AUl 9 UsaL 8: integrated accounting system

"refers to the interlocking of the Financial and Cost Accounting system to ensure all relevant
expenditure is absorbed into the Cost accounts. Under this system transactions are classified both
according to their production and nature." il USR-l records one set of books Hi uild © % cid

éq AUR 8 — oflont ACE, cost accounting A financial accounting system Hli integrate s gdld ©.

Advantages — Ald 8, Vi YA &S dHA ULEL dAS o5 & 8: Economical process, SRRL S d
centralisation of the accounting function U 2U€LRd ©; less time consuming, S1RQL & HIU[Sd el
books of original entry Hi2ll 241d £; no need for reconciliation, SRR 5 one figure of profit only
SlU 8; less effort, 5101 § olas| el 24 ollonl set of books 201 8; el receipts, payments, assets
214 liabilities -l complete details available & €, 54 § 21l system impersonal accounts (2 I8
notional account dtucl| -all; costing data doddidi no delay; 241 complete analysis of cost and
sales, 54 5 financial books 555 ASAES{ AsRAHI UAR A & 2i2d cost accounts A UL A o
As AR HA B.

Pre-requisites — AR U3Ei, V4l % $HUL: (1) the management's decision on the extent of
integration — 52¢is concerns HI2 prime cost or factory cost Y&l % integrate $2 8, S2cis vl
accounting records integrate §2 ; (2) a suitable coding system 9 financial 24+ cost accounting
oL &g AR; (3) interim accounts H12 @33 provision for accruals, prepaid expenses and the
other adjustments -l treatment H12 an agreed routine; (4) financial 24 cost staff <22l perfect
coordination, dl accounting documents -l siRi&H UBUL GoR T Y©9§ A1 & d ULl GHU: no
separate cost ledger is needed, UQl subsidiary ledgers 3821 — Customers' Ledger 24 Purchase
Ledger, GURid (a) Stores Ledger, (b) Stock Ledger and (c) Job Ledger.

o] systems d2l {121 2 % entries HEAR © 9 ¢S g[-\illlvl gl 9. Integrated system S5N raw
material -l purchase 2124 Stores Ledger Control A/c Dr. — To Payables (Creditors)/Bank A/c, 241
wages paid 212él Wages Control A/c Dr. — To Bank A/c, S1R©L § real 24 personal accounts 1 %
books Hi €192 8. Non-integrated system €560 21 % entries Cost Ledger Control A/c Hi credit &d
9. Every internal entry is identical in both systems — %R ol USIR-L Uil 245 % paper Hi ild
QUR UA&ds L % ol ASIA V.

Internal entries, GxRA 5 Ad ‘ll?’ O d: production 1 direct material issue — Work-in-Process
Control A/c Dr. — To Stores Ledger Control A/c; production U2 wages — WIP Control A/c Dr. —
To Wages Control A/c; production U2 manufacturing overhead — WIP Control A/c Dr. — To
Manufacturing Overheads Control A/c; indirect wages -l allocation — Factory Overheads Control
A/c Dr. — To Wages Control A/c; selling and distribution overhead — allocation H(2 Cost of Sales
A/c Dr. — To Selling and Distribution Overhead Control A/c, 244 payment 12 Selling and
Distribution Overhead Control A/c Dr. — To Bank A/c.

o items ARAIR 24 & W A o5 [QailAl Gitll 53 ©. normal deficiency found in the stock of
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raw material 4 write off 52ldl 2], overhead Hi UalclA ©: Factory Overheads Control A/c Dr. —
To Stores Ledger Control A/c. 4= absorption il d§leld Costing P&L Hi %51 ©: over-absorbed

factory overhead 212d Factory Overheads Control A/c Dr. — To Costing Profit and Loss A/c, IR
under-absorbed administration § factory overhead 212@ Costing Profit and Loss A/c Dr. — To the

relevant Overhead Control A/c.

ol wages s % UisSHl AU sl 244 dul 251aR indirect 8l S, Ul dHA 2s % AYsd entry
Hi d&l. ¥2,00,000 -l wages BHil 20% indirect 8, Ui G<R allocation H12 Work-in-Process
Ledger Control A/c Dr. X1,60,000 N Factory Overhead Control A/c Dr. 40,000, To Wages Control
A/c 32,00,000 €Ul 8, 4 payment w2 separate entry Wages Control A/c Dr. 32,00,000 — To
Bank A/c $2,00,000 &\ €. ol entries, 215 -8l: allocation 244 payment &3l g2l ©.

Understanding auosdd, 244 el y8ld aidiagd - 2 ust

-

= 23l CIMA -l cdutedl 82U, ugdl one-set-of-books dldj dlsu, ugl ULEL Alell & costing 44 financial

profit -l reconciliation -l U2l o Gledl 2l 2ll, SREL § profit -l s o isSl Sl & — il Hel Uld s
dlal-l ©.

TQ 2.1-PYQ 2015-May [7] (b) - DESC - 4M - Pg 410 LEVEL | Easy
Understanding

TQ 2.2 - RTP 2023-May [15] (c) - DESC - Pg 411 LEVEL | Medium
Understanding
Application [Fud @usdl - sum GSadl - 3 ust
= 58 UL entry duidi uddi Yool & item eiell-fl olsR o & § A&l ascll sl dl 2461 Bank & Creditors A
debit § credit 52‘[, Cost Ledger Control A/c 1 s€l 48l

= €35 entry {12l SIRAH narration AL, 24 'Control A/c' 2l YR i accounts Al AL A duRL. ©Mel
BRIMi marks 1S5 account titles U o 9.

PQ 2.1 - PYQ 2022-May [4] (c) - 5M - Pg 412 LEVEL Il Easy
Application

PQ 2.2 - PYQ 2023-Nov [5] (c) - 4M - Pg 413 LEVEL Il Easy
Application

PQ 2.3 - PYQ 2025-Jan [5] (b) - 4M - Pg 413 LEVEL Il Easy
Application

(et 3: Cost w4 Financial Accounts «j Reconciliation [Reconciliation of Cost and

Financial Accounts]

L2P4-C7-T03

Read first <l — ICAI Study Material, Chapter 7, Cost Accounting Systems — costing 244 financial
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profit SERETI d&lc{ddl SlQQﬁ, reconciliation statement 244 Memorandum Reconciliation Account.

NOTES
wBUL AL WA 8, i Bl dHA 2L 98 sHHI AW ©: (i) determine the profit according to

Financial Accounts; (ii) determine the profit according to Cost Accounts; (iii) reconcile the profits
from both accounts. 24+ (2l Gle{l & AR i Cost 24 Financial Accounts integrated Sl i

reconciliation statement 2101l AsIY, $1RQL & s % set of accounts cid-ll w3RUA YA 2 & —
profit -l s o issl sl 8V, 2A2d reconcile §cll $3] oA ~{2ll. 241 Al practical UL Ual-e419L
AR5 sl ay AR 1dl 8, 2ed d-il HIZ ol sl dUR AL

AR ULERAL AL €35 item L (AT 53 20 8. Purely financial expenses (financial books
only): loans § bank mortgages LRj interest; shares 244 debentures -l issue U+l expenses A
discounts; ¢{l%) capital losses, 94 § loss by fire not covered by insurance; fixed assets 211
investments -l dALRL Y-\ losses; goodwill written off; preliminary expenses written off; income
tax, donations, subscriptions; company il share transfer office -l expenses. Purely financial
income (financial books only): bank deposits, loans 244 investments U2 HAlg interest; HAdl
dividends; fixed assets 24 investments -l &lelel Y-l profit; transfer fee received; rent
receivable. Notional items (cost books only): salary for the proprietor at a notional figure though
not incurred; charges in lieu of rent where the premises are owned; interest on capital at a
notional figure though not incurred; %3-{l book value /- & dd 2iywl depreciate 2ddl assets U1

notional depreciation. Classification <l U €1 items A 115t 2leq % Y® & — Cost Accounts &
Financial Accounts — 1 241 AQL ALERAL d-l GeR 241l € ©.

(E2u s aIR s8] 52 dl, uedl cusle ety A(Qid . profit as per Cost Accounts 2l 213 534 profit
as per Financial Accounts 2§ 9di: cost accounts Hi over-recovered or over-absorbed overheads,
cost accounts Hi over-charged depreciation, otell purely financial income, cost books Hi S3¢ll (€l
notional charges (notional rent, charges in lieu of rent), cost accounts Hi opening stock over-
valued 244 closing stock under-valued — il oit] ADD $3L. under-recovered or under-absorbed
overheads, cost accounts Hi under-charged depreciation, ®i¢ll purely financial expenses, cost
accounts Hi opening stock under-valued i closing stock over-valued — il olg LESS ERIRYEY
@C-tg financial profit A cost profit HL dl every sign reverses — WAL AQL UL 21 Ad o a1d
& 2 (Aguiellnl 241 o4l 241y statement dHId . The stock rule, stated the way the answers
footnote it: over-valuation in cost accounts = value in Cost Accounts - value in Financial Accounts.
d- opening 24 closing stock U AE3 A &dUlcll A4 UL ULE AL § oid MU (£ ViR ©:
over-valued opening stock costing profit 1 uddzll o eaidl Qg\slfl 8, 2i2d d added back 2 ©;
over-valued closing stock 1 costing profit - §C-llcll\l 8, vled d deducted AU . ol U cost
accounts -l closing stock 244 M2 per unit market price 2414, Ui financial i8Sl %1d stal (500
units x T80 = T40,000 AU cost accounts Hi 41,000, 2424 ¥1,000 over-valued 11 d2¢ deducted).
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Under/over-recovery « 525 Uld i AU USRAL UH 8, 24 el BriRu{ Ui columns Al
®: Financial Accounting figure, Cost Accounting figure, Difference, Under/Over-recovery, Effect on
Cost Accounting Profit, Net Effect (cost profit 4 24elR A1QN). dA 24 Ad <i2l: s financial figure
exceeds the cost figure i overhead under-recovered ©, cost profit increased 2l €, 24 d item
to be reduced or deducted ©; i cost figure exceeds the financial figure <li d over-recovered
8, cost profit decreased 2l £, 241 d item to be added ©. Stock 12, over-valued opening stock
decreases cost profit 41 d GHAU ©, over-valued closing stock increases dd 21 d Glle AR ©.
G<R l€ © § credit 5i dl under/over-recovery 4 d-l ARAR HI2 HA 8, Si dl treatment M2 — UBL
ol columns @ull dll marks sUld o Sl

Memorandum Reconciliation Account 21 2 @ reconciliation A T-account 203U 4§ €, - eyl
55| 8. Statement Hi 95 added 2l d o1 credit ol U B; o5 deducted 2l d ci¢] debit
ollogl. A3ALelHL 24i5S1 — net loss as per Cost Accounts — debit oLy Ys1U 8, 2 Beell
financial 2isSl balancing item ©: net profit as per Financial Accounts on the debit side, 21 net
loss as per financial books on the credit side. d-l 'memorandum’ 2i2cll HI2 §& & & d M Pl
AleA 8 4 double entry -l 4191 vi-ig -2,

Ul U Gil USRAL SIUL isSL A ¢idl statements HIL, Ui Bl 42l Vil o5 sHHI vi-lld 6.
Cost sheet: Raw materials consumed, Direct labour, Prime cost, S8l recovery rate U Factory
overheads (direct wages -l 70% s 60%, wages -l 120%, prime cost -l 25%, prime cost -l 20% —
€2 U2l o cidl |l), Factory cost, opening work-in-process G|, closing work-in-process ¢llg
53, Factory cost of goods produced, 8¢l €2 Administration overheads (factory cost -l 15% &
20%, dl ¥ per unit), Cost of production. Ugd\ cost of production per unit = cost of production +
units produced, i units produced = units sold + closing stock - opening stock, 24 2 per-unit
AisSl % closing finished stock 4 valuation 2 8. ugd\ Sales revenue (A); cost books € AR 8§
de opening finished stock (3120 § 105 per unit); cost of production GURL; alel per-unit cost
UR closing stock olle S2U; Cost of goods sold; dUFEL unit €16 ¥ Ui selling and distribution
overheads BHRl; Cost of sales (B); Profit = (A) - (B). Financial statement account 23U €lR14 & —
debit 0{l°§2?{ purely financial charges (goodwill written off, income tax, bad debts, dividend paid)
244 credit O{lOgQP{ rent A4 interest received, 24 profit balancing figure & . Two more patterns
worth knowing before you sit down. U.écj,, ol U 58 $ indirect expenses are absorbed on the
basis of normal production capacity, i variable 1191 24wl A € UL fixed 191 fixed cost x
actual units + normal capacity UHIQl A2 © (355,000 x 35,000/40,000), 4 WURL financial
expense A1l €2 reconciliation Hi deducted A 8; cost sheet Hi Azldg notional rent added
back A . oflog, ol Ut 5 § UlEl 5L Giell items UL UBL dglad & & i d ladi-l 8, Ul
statement Hi X 451, d {12l Yell a8 =], Becll A el financial profit 418l ARuitdl 24
Bsdl — edl BriR oRIeR A % 52 B, X - 1,300 = 7,000 UR Ul X = 8,300.

s GeiRiHi YLURMAL Eutldl traps. Notional rent, 5 Uldl-l HU(@S\AL Hsi4 Hid charges in lieu of
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rent, 412 cost Hi % € 214 cost profit &l financial profit 48 %sdi GHRAU & — (GaellAl dd
expense g ABLd{ GllE Sl & 8. Income tax, goodwill written off, preliminary expenses,
donations, fines, bad debts, provision for doubtful debts, loan & debentures U< interest,
obsolescence loss, discount allowed 1 assets Al dALRL U A4 — il el HIA financial
expenses © i GlEll GllE Al 9. Financial books Hi credit «Ad) transfer fees 244 stores
adjustments (2 financial income € 24 GHRAU ©9. i U 'factory overheads absorbed $52,000'
and 'factory overheads charged %45,000' ©9(4, i over-absorption 1 7,000 -l difference ©,

ol jell sl 215 Aissl Sl 244 ol 18 expense - capital in nature s&ll Sid — 215 G<™i brand-

building advertisement — i d excluded from the financial profit and loss account altogether €.

Remembering < 2llual o9l d oud dH § 29 59 - 2 Ul
= 6 financial-only ALE1AL (89 expenses, UL incomes) 24 AR notional items - ¢ells dRAS ULE AuL 1L
ULEWAL UL 5 marks HIZ A YO & 2 d Yeg JRWQUAL 8.

TQ 3.2 - MTP 2020-Oct [6] (c) - DESC - 5M - Pg 415 LEVEL | Medium

Remembering

TQ 3.5 - RTP 2025-Jan [19] (b) - DESC - Pg 417 LEVEL | Medium
Remembering
Understanding auostdd, 244 el y8ld aidiag - 1ust
* Integrated system €50\ reconciliation 33l & & Sl YH YO UR AL S8l 24 SRQL VUL — S o set
of books, profit l 215 9% Aissl — ugdl A dis GHRL § integration 2ed 4 % accounts ciA-l s3RUId
Y3l 52 8.

TQ 3.3 - PYQ 2022-Nov [6] (b) - DESC - 5M - Pg 416 LEVEL I Medium
Understanding
Application [Rud @dusdl - sum GSadl - 22 usit

= Statement -l GUR Ul AN AULER AVl ('taking costing net loss as base'), uedl Add: -l items 0313[1, yesl
Less: -l items &12{], ugdl eell dl2l. ¢l money columns dlUA — gL column Hi 2A5-15 item 14
ol R-L column Hi Add 24 Less 6ells Al sub-totals — ¢RJAR WAL G-l TBH.

= ol Ul ¢ § el sH ostddl, i additions 24 deductions A M2Li A 53; items MUl sHMI % dl 4
€35+ AW dxil § 20l (AUl 52U

s JSRAIL SR QUid © i AU statement Hi b8L % & 6. A3ALelrL loss URAL (AUl Y$ oAl il
ugdl-l €35 clél widl us 8.

PQ 3.1-PYQ2018-May [1] (d) - 5M - Pg 418 LEVEL 11 Easy
Application
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PQ 3.4 - PYQ 2021-Dec [4] (b) - 5M - Pg 424

PQ 3.5 - PYQ 2022-Nov [5] (b) - 5M - Pg 425

PQ 3.6 - PYQ 2023-May [5] (b) - 5M - Pg 426

PQ 3.10 - MTP 2024-Jul [1] (b) {C} - 5M - Pg 433

PQ3.11 - PYQ 2024-Sep [1] (b) {C} - 5M - Pg 435

PQ 3.13 - MTP 2024-Dec S2 [4] (c) - 4M - Pg 437

SCANNER

PQ3.17 - MTP 2025-Dec S2 [1] (a) {C} - 5M - Pg 444

PQ 3.2 - RTP 2018-Nov [6] - Pg 419

PQ 3.7 - RTP 2023-May [6] - Pg 427

PQ 3.8 - PYQ 2024-May [3] (b) - 7M - Pg 428

PQ 3.9 - RTP 2024-May [6] - Pg 430

PQ 3.12 - RTP 2024-Sep [12] - Pg 436

PQ 3.14 - PYQ 2025-May [4] (a) - 8M - Pg 438

PQ3.15 - MTP 2025-Jul S1[3] (b) - 5M - Pg 440

PQ3.16 - RTP 2025-Sep [11] - Pg 442

PQ3.18 - PYQ 2026-Jan [4] (b) - 7M - Pg 445

PQ 3.20 - RTP 2026-May [11] - Pg 450

PQ 3.21 - PYQ 2026-May [1] (c) {C} - 4M - Pg 453

PQ 3.22 - PYQ 2026-Sep [3] (a) - 7M - Pg 454

PQ 3.3 PYQ 2021-Jul [3] (a) - 10M - Pg 422

PQ3.19 - RTP 2026-Jan [12] - Pg 447
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LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

LEVEL Il
Application

EDITION

Easy

Easy

Easy

Easy

Easy

Easy

Easy

Medium

Medium

Medium

Medium

Medium

Medium

Medium

Medium

Medium

Medium

Medium

Medium

Hard

Hard
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Analysis £ WSl oslg 24 URUR Aoiel Ul - 2 U8t

£
2 = Under/over-recovery -l SesHi 215 A1 s % 2] dl 24 €35 HI2 S8l — SUL set of books Hi dElR ©,
K d under- & over-recovery 8, d-12ll costing profit U2 g 43, i dall d GHRIL § clie 2. ulals s
c AN 43l marks 24N B,
:
3
3
TQ 3.1 - MTP 2019-Mar [6] (c) - DESC - 5M - Pg 415 LEVEL Il Medium
Analysis
TQ 3.4 - PYQ 2025-Jan [6] (a) - DESC - 5M - Pg 417 LEVEL Il Medium
Analysis
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USWL 8

Unit 24 Batch Costing

6 (v - 19 adllge usll - Hsd: B

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvycMi Al &

uddi sums

Level | — Comprehension & Knowledge 18.0% 100 Hi2ll 18 marks

Level Il — Analysis & Application 82.0% 100 Hi2ll 82 marks

Yu-l Level | *yicii Hulerell 12l 4L USWUAL HIAL 18% marks Comprehension 24 Knowledge -l 8, %13 UUR HI2 ICAI < 20-30%
8. 2UER Adl Bl theory AT oig 2| & — UElHL @221 €35 mark sum BSAlA % HA B, led dUR| led AeURY, dli2
A&l

(i 1: Unit Costing

L2P4-C8-TO1

Read first <l — ICAI Study Material, Chapter 8, Unit and Batch Costing — unit (single or output)
costing, methods of costing 24 €354 143U cost unit.

NOTES

Unit costing - single costing § output costing UL 5& 8, 24 ©91Ug s1es d- output L 2A3U uR(l
AR 52 8: d AUl dld] uS € i single process &l ¢i-idll single product i similar units Sl
cost unit < 21l Ad alcdl © — 'for the entire activity, but averaged for the output' — 21 i %
Bl UegdAl H 8. Bk % industry o BelsWL 24U & d cold drinks €.

uets o5 stes Yo & d-l ARY s2An BisA12A ULE AVl A series of processes — Process costing
or Operation Costing = cost unit for each process — Sugar. Single process &l ¢l single product
-l similar units = Unit or Output or Single Costing — cost unit for the entire activity but averaged
for the output — Cold drinks. Customer specifications: single unit = Job Costing — cost unit for
each order, assignment or job = Advertising. Multiple varieties of activities and processes =
Multiple Costing = cost unit 212d combination of any method — Car assembly.

'nature of output' clg] column iR, industry < <l A&l U output o 23U 24 method, cost
unit and industry 7 BELSAL 1AL & — ABL columns, 2 €35 SANHI BelR AGRU eRall-] 8. HIA
method o -4 2UARL BeiR ¢l-gcli’l marks g5l € ©.

Unit costing 24 job § batch costing @Rl Gieuil Vis3Ucl 8. Unit costing 245 % product -l
AUl output UR cost -l AR 512 ©; job costing for each order separately cost -5\ 52 8, SRQL 5
S ALss- specification MHIRL A ©9; multiple costing <l duRAA © Ui product 21 2445 Uggd2il
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oiell MUl assembly s, 2424 cost unit WL combination ot €.

Understanding duosdd, 244 eeiMi Y814 aidiad - 1ust
» SRAAA ot oA dg % industry o BELSAL UL, AU A&, Process costing HI2 sugar, unit costing H12

cold drinks, job costing 112 advertising, multiple costing H12 car assembly.

TQ 1.1 - MTP 2025-Aug S2 [6] (a) - DESC - 5M - Pg 459 LEVEL | Medium
Understanding

(M 2: Unit Costing Hi cost collection +{l M5l [Cost Collection Procedure in Unit
Costing]

L2P4-C8-T02

CONCEPT BASE — uicUIR Y¢il s16 udlear-ust -2dl - Yy duiRl w2 vudeus

Read first <l — ICAI Study Material, Chapter 8, Unit and Batch Costing — unit costing Hi cost
collection -l U(BUL 24 cost sheet - ABLR.

NOTES

Scanner i V1L (MU UR s WL Ut Ul 2, 2124 d- 21 concept base QI %5+l U L
USWI-AL A4 Chapter 7 -l practical Uil Gl 8. e9dell Gl dHA 1 oldld € § costs sUL order Hi
olofl 2t € i 7 ARL B, i 2 s Uld ollow ulauHi yor ©.

Gl €2 Auid 21l % SHHI ARLAR S ©: Direct material, Direct wages (or direct labour), direct §
chargeable expenses, 9+i12ll HOl Prime Cost; S8cl absorption rate UR factory or production
overheads G|, 232l HA\ Factory Cost or Works Cost; opening and closing work-in-process -
adjustment 51 (opening BHRY, closing olle $U) 2A2€ HA factory cost of goods produced;
administration overheads G4l 212d Cost of Production; opening and closing finished stock <
adjustment $2U 2124 Cost of Goods Sold:; selling and distribution overheads G131 2124 Cost of
Sales; Ul profit 24 sales. €25 element Uldi-il AlcHiell 9] AU & — materials stores ledger
yiell, wages wages control account Higll, overheads overhead control accounts Hi2ll — 244 2led
% Chapter 7 i control accounts 24 24l USWI- cost sheet 215 % isSL €Ad ©.

Cost per unit 2 % 211 Ugild-ll g €: cost per unit = total cost + number of units produced, 244
units Al Al $H2Ll ] siddl 42l. Gl d 241 Ad S1& © — units produced = units sold +
closing stock of finished goods - opening stock of finished goods. 21l working Ui\lg us dl closing
stock  valuation, cost of goods sold 21 profit — AR A Wl2{ us 8.
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ol U s& i work-in-process < valuation factory cost U2 214 8, 24 Gl 2 LREIL dAluRdl
usdi U dul 8. Closing finished stock lg AHULLOUAL cost of production per unit U2 YS1U 8,
o1 opening finished stock comes in at the rate the cost books used last period (£9Uel UM
120 per unit, 105 per unit) — ol R{oBIEA el &, i 2 % dgldd Ul financial accounts utel
reconcile $2cll-l 241d 8.

www.scanneradda.com

(i 3: Batch Costing

L2P4-C8-T03

Read first <l — ICAI Study Material, Chapter 8, Unit and Batch Costing — integrated control
accounts HIRSd 21C-llc{l<j, batch costing.

www.scanneradda.com

NOTES
o batch costing system financial accounts A2l lfaliﬂ integrated 1Y, cdi U control-account -l
U ol o 8. 9 accounts HIRLAMI 41d & i d Aso{lomui duRldl 8: Stores Ledger Control,
Wages Control, Production Overhead Control, Work-in-Process Control, Finished Goods Control
21 Costing Profit and Loss. U&di €921 uildl -Atudl, opening balances 4si, Uedl €35 item A d-ti oid

accounts Hi post 5.

www.scanneradda.com

Stores Ledger Control A/c: Debit — To Balance b/d, To Creditors/Bank A/c (AHu2llol €A
Ulﬂ%.gi material). Credit — By Work-in-Process Control A/c (production < b{lﬁcj, material), By
Balance c/d. System integrated sldt2ll purchase Creditors or Bank i credit 22 €, SlE cost ledger

control account Hi S\,
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Wages Control A/c i 9% marks 9514 8. Debit — To Bank A/c, total wages paid 112l Credit — By
Work-in-Process Control A/c, direct wages charged to batches 112l; By Production Overhead
Control A/c, indirect wages 12}; 244 53| By Production Overhead Control A/c, payment for non-
productive time of direct workers 21(2l. ¢idl 21yQLUs ui-2ll di2il: ©ldl G indirect element is
1/6 of the total wages paid (35,79,900 x 1/6 = X96,650), UQl non-productive time is 1/5 of the
direct wages paid, 212d § 1/5 of (total wages - indirect wages) — %5,79,900 - 96,650 =
34,83,250, Vi d-ll 1/5 12d 796,650. 2l i 8 Production Overhead Control Hi %14 €, work-

in-process i 8, S§RR1L s direct workers -l idle time 21 overhead ©.

www.scanneradda.com

Production Overhead Control A/c: Debit — To Bank A/c (43él overheads), To Wages Control A/c
(indirect wages plus non-productive time). Credit — By Work-in-Process Control A/c, s8dl €2
absorb 2dd] 3sH AL — work-in-process Ul 2dl direct wages -l 130% (130% of 33,86,600 =
%5,02,580). ¢S\ &l balance 21 over- or under-absorption €, % Costing Profit and Loss A/c Hi
a1 8; Al BiRui d over-absorption of 77,320 entered on the debit side as the balancing

www.scanneradda.com
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figure ©.

Work-in-Process Control A/c, 21 stock gain: Debit — To Balance b/d, To Stores Ledger Control
A/c, To Wages Control A/c, To Production Overhead Control A/c (absorbed). Credit — By Finished
Goods Control A/c (YL A transfer el Hie-ll cost), By Balance c/d, physical value of work-in-

process at the end of the period UR. i closing balance physical value 21§ 241l S 244 d
account Hi GlIS] &L SSL Sl deR Sl, AUl dsldd A stock gain © 244 d debited to Work-in-
Process Control with the credit to the Costing P&L A/c (e91dell GMi T1,73,970). 24l % item
(ALl 918\ € 8, 24 -l AR account Hog i,

Finished Goods Control A/c ¥4 Costing P&L: Finished Goods — Debit To Balance b/d, To Work-
in-Process Control A/c; Credit By Costing P&L A/c (dAREL finished goods Al cost), By Balance c/d.
Costing P&L — Debit To Finished Goods Control A/c (cost of goods sold) g profit Y(2 To Balance
c/d; Credit By Sales A/c, By Production Overhead Control A/c (over-absorption), By Work-in-
Process Control A/c (stock gain). Both the over-absorption and the stock gain are credits in the
Costing P&L — BURdi accounts Hi di du-l ARI cltogA dlel © § AS d-l vt 241 o5 8.

Application [Fud @ausdl - sum GSadl - 1 ust

= Accounts €Rdi Ui wages -{l ASAUR{ 2edl working dl21Mi §3 @l ol FEL AMIEUR UL ol YRS % 2L
usi{l 2l Hosdl 8.

= Overheads - work-in-process U2 Ay2cl wages UR absorb 53, QJ\SC\{GH wages UR -8l €2 direct wages
charged to WIP -l 251dR] dRlSs AW © i U 21 U 58 Uil 8.

PQ 3.1 - RTP 2025-May [12] - Pg 460 LEVEL 11 Hard
Application

(i 4: Batch Costing Hi costing <\ W(5ul [Costing Procedure in Batch Costing]

L2P4-C8-T04

Read first dil — ICAI Study Material, Chapter 8, Unit and Batch Costing — batch costing Hi costing
Al w(BuL, batch cost statement 244 price per unit -sS| 5dl.

NOTES
Batch cost statement, €35 €Al GR 98 sHHI oi-lld 8 d, 241 ¢l columns Al — cost per batch
i total cost for the order: Direct Material Cost; Direct Wages; Set-up cost (4 WHISL d-l oven
set-up, lab set-up & batch set-up cost s&dld 8); S&¢cll €3 Production Overheads GHR|, %
percentage of direct wages Sl € (212l G<RIHi 20%); %2l HAl Total Production Cost; SScl
percentage of total production cost (10%, 15% & 20%) UR Selling, Distribution and Administration
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overheads GRl; 932l 1A Total Cost; Profit GHRL; 952l 1Al Sales price. usS\ cost per unit = total
cost of the batch + units in the batch 21 selling price per unit = sales price of the batch + units in
the batch. Where the job is costed department by department, batch statement 24l d Ald ©:
Direct Material; €35 department -l SAISELS €2 department UHLQL Direct Labour (300 hours at 350,
200 hours at 340); Prime Cost; AUl SAISELS €3 department WHISL Factory Overheads GHR;
Factory Cost or Works Cost; works cost -l 251cli2] U2 Administrative and Selling Overheads GHRL;
Total Cost; US| profit 241 selling price, @i selling price per unit = total sales + number of units in
the batch.

Number of batches = order quantity + batch size, 24 d &32li BUR d2s YRIls sAU B. Trap 2 &
& addl units o f AR, i 215 B dA Al o AsIA O. 600 cakes at 50 per batch is 12 batches;
605 cakes is 13 batches — UL H(2 set-up cost % batch -l vl UHIQL Ald & (X750 x 13 batches),
oUR direct material and direct wages follow the units (35,000 + 50 x 605, 500 + 50 x 605). Set-
up cost N step cost & U material d2l labour per unit 8; AU 13 batches UR § QA 605 units
W2 Azldq A o Rlldl wiel GR 8.

Profit margin ctuRei USdi d- 3uidRd sl. Profit of 25% on sales value = 1/3 of total cost; G<iRl
2 dl2l 2 dul 8 — 'Add: Profit (25% of sales value or 1/3 of total cost)'. U SUL ULR S& &
d a2l — 'profit margin of 25% of sales value' 24 'profit of 20% on cost' “EL AisSL . UL U
251ARIA] aSARI @RS YSRIL S Ui BeiRl 100 ML 2Als8) AR ©: Total Cost (75) + Profit (25) =
Revenue (100).

Service dloll batch <l USR — coaching batch, training course — 2l % Ad costed A W, UL HI%SS
GEAIY B, €35 UHANAUAL € batch Al 2ARYBU Yell coitdlA total cost per batch ci-tidl: hall rent
per week x 30 weeks; lecture fee x lectures per day x days per week x 30 weeks; travel per day x
days x weeks; refreshment and administration per week x 30 weeks. Ugd\ cost per student = total
cost per batch + seating capacity, i batch fully occupied S, UL %41 UL profit margin A
80% occupancy UR fee YL, AR USdi cost 1 revenue Qi&ﬂ gross up s (cost 75, profit 25, revenue
100) 244 ugd\ divide by the actual number of students, 80% of 250 = 200, capacity dS S\, ©eell
waLld capacity a5 411G 2 AL 2Adlell AL 04 .

Jobbing factory cllanl USIR, o¥di €2 H(SA batch order \*‘Lc-‘l 8: materials 241 labour at actual -l&ll4
© 244 overheads are levied at a rate per labour hour. 2124 uddi €2 5121 — overhead rate = the
month's chargeable expenses + the month's total direct labour hours — 24 ugdl overhead for the
batch = the batch's labour hours x that rate. %1i labour hours el 24U - 1A Al dHA Sl2l:
labour hours = wages + the hourly wage rate (35,000 + 2 = 2,500 hours). G<i2- idl statement
315 dlsell o3I €2 H[E-q 218 column Vi s Total column sI4: batch output, sale value,

material, wages, chargeable expenses, total cost, profit per batch, cost per unit, profit per unit.
ugdl order -l overall position of the order separately 24c2(2ll ul, contracted quantity - overall

cost per unit U2 |- — 1,800 units at ¥6.57 against 1,800 units at I8, A WIWR 1,830 units oi=4l
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Sl

% rejection rate UL SIA cUi ML%S good units €. Good units = units manufactured x (1 -
rejection rate) — 20,000 x 97% = 19,400. udd| total column ai-Lcll: sales (good units x selling
price), duiell direct material, direct labour 244 variable overhead oll€ 534 total variable cost; ugsl
less the scrap value of the rejected units (375 x 20,000 x 3% = 345,000) vled net variable cost;

www.scanneradda.com

24 contribution = sales - net variable cost. Contribution per good unit = contribution + good
units, 211 monthly profit = total contribution - fixed overheads. &g per-unit column € 2\d
$21 © d ogdl: gross variable cost - units manufactured d$ 19y & %R net variable cost 24
contribution - good units 45 — 212d s1M total column Hi 53U A HPUSR V5 Sed 5.

ogdi batch Al HulEl order 4 ¢1ed plant capacity «sS\ §3, Ui USdi $2¢ll units AHE d Sl2l:
bottles per batch = plant capacity in litres + litres per bottle (5,000 + 3, + 1.5, + 0.6), US| number
of batches = demand =+ bottles per batch. €35 input -l cost demand U sl2l: output -l (€22 €ls

material quantity x output; direct wages by man-shifts (total hours + shift hours x number of

www.scanneradda.com

workers x rate per shift); bottle €1s packing cost; processing hours H(2 rated consumption UR u
set-up €(HUIA d-il {1 20% U power; 24 batch €1s oll9%) variable cost. Fixed cost U@l profit
2124 sales GlIE total variable cost, 24 21§ 9% fixed cost 895 8¢d s % dR GllE AR O, batch €1§
A8l

www.scanneradda.com

Application [FuM @dusdl - sum Gsedl - 9 ust
= Batches -l 2wl statement -l GUR s 12\l working AR\S oldidl ('600 units + 50 units = 12 batches').
€35 el Grir d-iedl o5 A3 A B,

= Ul statement Hi ¢l columns Al — per batch 24 per order — 1 ¢id- sales | &2l %\Liﬂ 2 4
AL U UM Ad & (B 244 per-unit BHd eid 1151 8, 44 columns Sl dl ¢idd HgdHi Holl o 8.
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= Profit q 3uidR i o duil: 'Profit (25% of sales value or 1/3 of total cost)'. 21 2s st uets- oldidll ¢
B 5 ddl SUL VLR UR S Sl Sdl.

:
z PQ 4.6 - MTP 2024-Nov [2] (b) - 2M - Pg 471 LEVEL II Easy
g Application
K PQ 4.2 - PYQ 2022-Nov [1] (a) {C} - 5M - Pg 464 LEVEL I Medium
z Application
H
PQ 4.3 - RTP 2024-May [7] - Pg 465 LEVEL 11 Medium
Application
£
S PQ 4.5 - RTP 2024-Sep [13] - Pg 469 LEVEL I Medium
S Application
PQ 4.7 - PYQ 2025-Jan [1] (b) (i) (ii) {C} - 5M - Pg 472 LEVEL 1l Medium
= Application
z PQ 4.8 - RTP 2025-Jan [13] - Pg 473 LEVEL Il Medium
3 Application
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E PQ 4.9 - PYQ 2026-May [1] (a) {C} - 5M - Pg 474 LEVEL Il Medium
2 Application
§ PQ 4.1 - MTP 2018-Aug [1] (d) {C} - 5M - Pg 462 LEVEL 11 Hard
= Application
K PQ 4.4 - PYQ 2024-Sep [1] (a) {C} - 5M - Pg 468 LEVEL 1l Hard
§ Application

(ctu 5: Economic Batch Quantity (EBQ)

L2P4-C8-T0O5

Read first <l — ICAI Study Material, Chapter 8, Unit and Batch Costing — Economic Batch
Quantity, optimum run size 244 "gﬁl batch sizes UR total cost -l AuMEIL.

www.scanneradda.com

NOTES

YL, i GeiRl %8 Ad d-ll sl ARl 52 & d: EBQ = V(2DS + C), %li D = annual demand
for the product, S = set-up cost per batch or per run 211 C = carrying (inventory holding) cost per
unit per annum. Substitute $cll WAl YA dull 24 ARG AstiAl AvURId 5A — el BeRlM
2| e RAL A A © 241 method Al marks dui o ©.

www.scanneradda.com

il ay udl 2is ¢4 holding cost Al AxAUAI-AL 8. U holding cost per unit per month 241U
2 2;]3[-\1 d per annum 9 89: 1.50 per month x 12 = 318 per annum, 30.20 per month x 12 =
%2.40, T12 per vaccine per month x 12 = ¥144. d- 3UidRd 3], 2RUSIR oldldl, 24 U oiel —
carrying-cost 1l AQUHHRNHT Ul — alSls uisSL % AR, dldHi Al 5 % Ul annual demand
A2 holding cost A&l 'T5 per unit' d2& 21U Ui SIE 3UicR sl 420l — wissl €], ol a1l

odi demand ALl A AN SIU Ui dA SL2l. 215 Gtk D = total market demand x the company's
market share 218l € (40 million x 2.5% = 10,00,000 units). ¢{lo51 GR demand - «le& set-up cost
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ol-1d 8: set-up cost per batch = power cost during set-up time + other variable cost per batch, %BHi
o{l9) variable cost A set-up cost -l G121 e[ € wA 21 ©RRIL vl uRL ©.

UL 98 QL UL 2isSL HIdL ©: number of runs (or set-ups) = annual demand + EBQ — 48,000

+ 3,919 = 12.25 runs, 'say 13 runs'; interval between two consecutive runs = 365 days + number of
runs = 365 + 12.25 = 29.80 days; 24 minimum inventory holding cost = average inventory x

carrying cost per unit per annum = (EBQ + 2) x C = (5,000 + 2) x ¥18 = 345,000.

www.scanneradda.com

Extra-cost -l AuH&{l ¢l column L 5128 315 Ys1U & i do Ml s€l oleald 2l Total Cost =
Total Set-up Cost + Total Carrying Cost, “®li total set-up cost = (annual demand + run size) x set-
up cost per run 44 total carrying cost = % x run size x carrying cost per unit per annum. oid totals
2N — A4S column policy -l run size UR 2 s EBQ U — i1 extra cost = total cost at the
policy size - total cost at the EBQ. Set-ups | vl 242l Ql2IHI cdlell; G 2IH % 52 € w4 d-l
el marks HA 8.

www.scanneradda.com
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VUL AUl U ASIRARN dAS aArdRA. Optimum run size UR total set-up cost 244 total carrying
cost AL AR 8§ — Ul Gl 2L RUR ACEMI 58 O (34,703.24 A T4,702.80, 44 T45,000 AUH
£45,000) 241 dRd © § dall 21 o 2i2ll economical batch quantity €. EBQ U+l dHRL & L{SS!
AL AL A 2L dl dHIRL EBQ uilel 8, 241 4RI deldi uddi 4 gull s,

www.scanneradda.com

Theory allowl GLI9L, i U ALl GlEd UMl S&: batch size HI2L SIU dl set-ups VUL
d2l) total set-up cost 29|, UBL inventory Hi units dg) 24 d2ll holding cost dagj; lot size Al €l ll
holding cost 9, UQL d delR set-up cost Q\SCﬂ:l 9 HA 8. Economic batch quantity 2ied 2dl
batch size @i set-up 241 holding costs -l AU Yt 1A — Ui ol cost lines intersect AL d
(cig o il A costs o Alow-t €uld V. d i dll AH(Ad batch sizes -l RMIOL HL2 total cost
QN YA ude A el si dll formula derived in the same way as the Economic Order
Quantity 2, %5+l ég dl production lot 4SS sl © % set-up 214 inventory holding costs oid
U2 optimise S3.

www.scanneradda.com

Remembering < 2lual el d o3ud dH § 29 59 - 1 U8t
* EBQ=V(2DS/C) cuil 21 substitute Sctl Ui D, S A C AvULRIA $2U. Y2t i cUURAL AR AU
Aissl method L marks utelcll -i2dl.

www.scanneradda.com

PQ 5.2 - PYQ2021-Jan [1] (d) {C} - 5M - Pg 477 LEVEL | Hard
Remembering
Application [Fud @dusdl - sum GSadl - 5 ust
* Holding cost q alldslsQ1 et dlAlui oldicll. URlats it s o ualg ldl sid ©.
* Extra-cost -l AUAME( ol columns Hi Gllogelly, s % AR SRAN A& 284l — number of set-ups, total

set-up cost, total carrying cost, total cost — 2 A1 dsldd AUl 113t extra cost 58| eARL s LAl GR
Hl2L UL marks 2[H1d €.

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

£
.',f PQ 5.5 - MTP 2023-Sep [1] (b) {C} - 5M - Pg 480 LEVEL Il Easy
o Application
E PQ 5.6 - MTP 2026-Mar S1 [6] (c) - 4M - Pg 481 LEVEL Il Easy
“ Application
:
H PQ 5.3 - PYQ 2021-Jul [1] (c) {C} - 5M - Pg 478 LEVEL Il Medium
Application
PQ 5.4 - PYQ 2023-May [1] (a) {C} - 5M - Pg 479 LEVEL Il Medium
Application
PQ5.1-PYQ 2018-Nov [3] (a) - 10M - Pg 476 LEVEL Il Hard
Application
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(€ 6: Job 24 Batch Costing 2Rl d§lelet [Difference between Job and Batch
Costing]

L2P4-C8-T06

Read first il — ICAI Study Material, Chapter 8, Unit and Batch Costing — job costing 24 batch
costing -l 24l d2il ol a1 Cle.

www.scanneradda.com

NOTES

Job costing, Ml GrlR 8 Ad d- cdtvUIRid 52 O d: d costing Al 2] Ugld © % AR quAX ©
R SIH AULSSL WA 3RUL UHIQL Sl ERIUL YEURE 241d R costs expected to be incurred
on the job are estimated and a price is quoted — 1 A€l ALER. ULl materials, labour -

overhead -\ actual costs ¢12{l 21U €, 24 on completion of the job the actual costs are compared

www.scanneradda.com

with the quoted price, 932l profit or loss on that job <SS\ 2. Industries: printing press, hardware

foundry, ship building, heavy machinery, general engineering works, machine tools, interior
decoration, repairs.

Batch costing «ll vl Al USdi 'batch' «l vl AU — Gl IH % §3 & 44 d-il AL
mark 8. Batch 2124 factory i ci-lcli ARuil w4 2UsAHIA products o A, B s o cost unit s
QL 21d B, Batch costing is a specific type of job costing, % dli industries Hi dUAA © i
Bcule- repetitive nature o sl i akgil produced in definite batches and held in stock 1. d
job costing 4 2iq 2a3u & %¥Hi cost 41uil batch HI2 A[ES Ad ASS| A € 24 Ul cost per unit
Seld ©.

www.scanneradda.com

Batch costing i AL Yuu A&l (1) d 2ldi industries Hi @] U3 & %ii identical products i &;
(2) batch -l output Hi €QU units SIA € A output L €28 unit Al cost AUA3L Slacll UdAS] -all; (3)
size, colour, taste 24 quality odi 2445 o{lds A&t units AL AL g UR ASAU{ Bl Sl &
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— s 9% Ui garments, pharmaceuticals. Industries: pharmaceuticals, garment manufacture,

. . . Y
manufacture of spare parts, radio, television 241 computer manufacture.

9% 12l oi-i o518 © d: batch costing 1 job costing -l % s VIRL USR ©, led €35 batch -l cost
(S3Ld job -l oBH % AsS| A 8, w4 UL cost per unit = cost of the batch + number of units in
the batch. 21l dlsd 2isl — 'oid 58 Ad AsOAA] &' Al BTR 2 % & i '8 Ad el uUS &' Al
USE Bl ULl 2 % ©.

www.scanneradda.com

Distinguish-between ol Wi 21 €A1 U Mle Adldl, o5 Giell GURHl catvuRAMI] % 2ud ©:
trigger — AlsSl WA 0253[322{ld AWM stock HI2 2 repetitive production; cost unit — (s<dLd job
5 order A1 15 % cost unit d2\8- batch; identity of the output — €35 job A&3 A
specification WHISL, %R batch 21 Aui 244 isAM I products q %%%; how unit cost arises — job
Al cost 24 d-{l A1 Al §A 24isS|, BUR batch -l cost d-it units -l AL ad etRLaHT 41d B; the
outcome measured — quotation AW job Al profit or loss, 2 A stock M2l cost per unit; NG|

www.scanneradda.com
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the industries — printing, ship building, general engineering AWM pharmaceuticals, garments g

spare parts.

Understanding 2uHotad, 214 ieedHi 48ld aldiag - 2 ust
= Gle UISdi uddi U dull § batch costing A job costing il % 215 WA USR V. i VA (Eld Ul
ARLell BR 2L AULSSIHL mark AJHId 8.

TQ 6.1 - PYQ 2018-May [6] (d) - DESC - 5M - Pg 482 LEVEL | Medium
Understanding

TQ 6.2 - PYQ 2025-May [5] (b) - DB - 3M - Pg 483 LEVEL | Medium
Understanding

— 120 —



CA INTERMEDIATE PAPER-4 - SCANNER NOTES - GUJARATI EDITION

UsWL 9

Job Costing

1 (@ - 9 adlg usll - Hswet: D

www.scanneradda.com

ICAI SKILL PROFILE il UuR M2 ICAl band: Level 1 20-30% - Level Il 70-80% — AL USRWL cliyclHi &dl &
quA 213U
Level | — Comprehension & Knowledge 26.4% 53 Hiell 14 marks

Level Il — Analysis & Application 73.6% 53 Hi2ll 39 marks

2L USWL ICAI Al Wil band -l 2igR 9% A B — Level | 26% AN 20-30%. d- A % UHIRHT dUR 52A: method QL Uedl A4
gjel. L [Aeitont eul-2ll diail: 241 USRI HIAL 9 classified questions 8, led s % UsL dd Sedid 251 Gu--l2l 53 € ©.

www.scanneradda.com

(i 1: Job Costing

L2P4-C9-TO1

Read first <l — ICAI Study Material, Chapter 9, Job Costing — job costing -l 212] 244 advantages,
job cost sheet, job U overheads | recovery, dll process costing 2l d-l GlE.

www.scanneradda.com

NOTES
|, Gl 95 Ad N & d: job costing 2 costing Al A Ul B B AR AUAU £ AR SIM
ALssl WA 3RUA UHIGL sl LR, ALsS R YEIURE L AR job UR AR costs -l el
S3lU 8 i B el AR price quote AL V. ULl materials, labour 244 overhead -l actual
costs accumulated 2 €, 244 on completion of the job those actual costs are compared with the
quoted price, 32 profit or loss on the job -5\ 2. G<iR %8 industries i «H AWM € d: printing

press, hardware foundry, ship building, heavy machinery, general engineering works, machine
tools, interior decoration, 4 repairs. Ul SUIRS HIPL AR industries HIL 8 — 21 AEH (el 9% AR

), ¢ilo) SIS Sl The five advantages, as a numbered list: (1) €35 job <l material, labour 244
overhead -l cost | (Galdl Holl & & 14 A2l d controllable £; (2) the profitability of each job can
be derived; (3) it facilitates production planning; (4) job costing Hl budgetary control and
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standard costing can be applied; (5) spoilage and defectives can be identified and responsibility
fixed accordingly. Uit marks, Ui gl — g5l 4 sHilEd quil.

www.scanneradda.com

Job costing A1 process costing — GR % URL &g ULS © d, 24l % sHHL (1) A job is carried out or
a product produced by specific order, %112 process costing Hi product ei-llaal-{l WEUL Add dSdl
QUEIENE ol-lg product homogeneous SlU 8. (2) Costs are determined for each job, 1R
process costs AHUAL AR, 2i2d § el accounting period HI2, €35 process 5 department €16
olall SAU V. (3) Each job is separate and independent of other jobs, R AUdd dSQMI oi-idi
products Uldl-{l 4etdt vl AJH1Ld €. (4) Each job or order has a number and costs are collected

www.scanneradda.com
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against that job number, %R the unit cost of a process is an average cost for the period. (5)
Costs are computed when a job is completed 24 job | cost 2@ d-ll A USE oiell costs -l
AR, U2 process costs are calculated at the end of the cost period 244 process -l unit cost

2124 the total cost for the period + the output of the process during that period.

Job cost sheet, GHiRU WLIR %5 HaULY] U & d-il A12: Gu-L ML Customer details, Job No.,
Date of Commencement, Date of Completion — 1 cuil o, d format -l G121 €. Ul v 131, il
sHU: Direct Materials; department WHIRL hours x hourly rate d2ls (d=@[Nd Direct Wages;
Chargeable Expenses; Prime Cost; 53\ department UHIQl Overhead Cost; Works Cost; Selling
Expenses; Total Cost; Profit; Selling Price. 'average hourly rates for all the departments are similar'
2 dlsU VRUR SIH S V. 4 9 i job -l §¢t direct wages | departments d22 hours at one
common rate U déAdl € © — 4, 7, 2 % 2 SIS UR T4 per hour, § 8, 6 1 4 SAEIS UR T47.50 per
hour. 21 €IRLL 92R wages -\ allocation U % - 2AS, Ved dludi Uddi dd duil €l. Profit Al AR
eIl aiRl — pack -l ¢l Uil EL AR AR 8. 'Add 20% profit on selling price' 2124 total cost
2 selling price -l 80% ©, dell profit = total cost x 20/80 = 25% of total cost 24 selling price d-il
e A1d 8 (3326.30 total cost, 81.575 profit, T407.88 selling price). 'Adding 20% to the total
cost' 212¢ profit = 20% of total cost (33,004.38 total cost, ¥600.88 profit, ¥3,605.26 selling price).
2 9 2Ad 'profit 15% on selling price' 2424 total cost 2 selling price -l 85% ©, d2ll selling price =
total cost + 0.85 (31,27,500 + 0.85 = ¥1,50,000). URUAld vil2l Bk 2 & & usd 'on selling price’
$&] Sl AR cost -l 2staiR] 48 ddl.

Recovery percentages @931 s€l Bl sldl 2l — d Profit and Loss Account -l [El%\lblkal u2l
slacl-l SiU 9. Departmental overhead rate = that department's overheads + that department's
direct wages x 100, 24+ Ugdl d that department's wages on the job U2 @3lldi 8: Dept. A 312,000
+3%12,000 = 100% of X16; Dept. B 6,000 + 38,000 = 75% of X28; Dept. C 39,000 + 310,000 = 90% of
X8; Dept. D 17,000 + 320,000 = 85% of 8. Selling expenses are recovered as a percentage of
works cost: total selling expenses + total works cost x 100 — 90,000 + X¥3,00,000 = 30%,
%3,80,000 + ¥38,00,000 = 10%. Compute each rate on a separate line and show the fraction; £9¢ceil

2isSL Sl L rates Al d&lR marks €.

Simultaneous-equation dleNl U, 98 A1 USAQIHI AT VERL 8. % factory overhead fixed
percentage of direct wages d3\5 244 administrative overhead fixed percentage of factory cost
RS recover Udl 1Y, 44 ol jobs dH-ll selling prices dell profit percentages 12 AL SI, Ui 2L
Ad 211 gdl. uddi €35 job -l total cost d-il selling price U2l s12l: profit 12% on total cost i2d
¥3,33,312 + 1.12 = ¥2,97,600, Vi1 20% on total cost A2d ¥2,52,000 + 1.20 = ¥2,10,000. U&\ x =
factory overhead as a fraction of direct wages 211 y = administrative overhead as a fraction of
factory cost lis‘l, U €35 job HI2 |ull Total cost = [Material + Wages (1 + x)] (1 +y). Divide the
first equation by the second — 2l (1 +y) -{lsvil U & — x = 66.67% of direct wages G5dll, Wlg)
Y8\ y = 20% of factory cost Hondl, 24 Ugdl o jobs -l cost sLal. @112t 3 uedl A % ol rates UR Aot

— 122 —



CA INTERMEDIATE PAPER-4 - SCANNER NOTES - GUJARATI EDITION

job -l quote HL ©.

ol attendance +{l HU(&dL U2l labour A job i Azladly S, i oflog viff sl udeli selsels €2
slal. Normal hours = (shift hours - lunch break - tea breaks) x days present — (8 - % - %) x 5 = 35

hours. Normal hourly rate = (basic + dearness allowance) x days + normal hours — (X500 + 3200)
x 5+ 35 = 3100 per hour. Overtime rate = double the normal hourly rate = 3200. U9 normal time

between the jobs on the stated percentages WHIGL A&l (35 SAISL 60% A 40%, 100 -l €3) A
overtime only to the job for which it was worked 2lcll. Overheads €35 job U2 A3cl SISl — d
job Al overtime hours A& — U labour hour €18 €3 @Bl ©: 215 job HI2 (21 + 4) hours x I15 w4
olowt 112 14 hours x T15. @i job S18) machine U A& 24 machines a2 URieall sdld Yo,

www.scanneradda.com

Ul relevant-cost -l U oi-{l 211l 8. variable cost per running hour = variable running costs +

running hours 4 fixed cost per running hour = fixed costs + running hours 312ll. cost of one job

www.scanneradda.com

212é machine hours x rate + the consumable cost, 211 cost of a satisfactory job 212d that cost +
(1 - reject rate) — 3212.73 + 0.9 = ¥236.37. URl choice between two machines where sufficient
capacity is available on both 412 only the variable costs dtul: 140.00 + 0.9 = 3155.56 A
¥112.60 + 0.94 = 119.79, 2 Al Sl d-{l HAMEL 5. Fixed costs A ARUAMHIRI clisid UL
8 sREQLS (AR Al d oledldl A2l — du- dueLal-dl ofet ussal HI2 % 2L U YSIRUL 9.

o5 job cost sheet 1AL il actuals U2\ special order H12 ot-tlddi-{l S, Ui $H L ©: 2L

www.scanneradda.com

ay uRell ¢l recovery rates 512l — factory overhead as a percentage of direct labour 4
administrative overhead as a percentage of factory cost; U\ sheet oi-lldll — direct material,

direct labour, prime cost, factory overhead, factory cost, administrative overhead. Last year's
material figure is consumption, not purchases: opening stock + purchases - closing stock, 44

order l gl d-{l 2514 slU 8. ol estimated material 24 labour i safety margin GHRalq 5&]
SlY V1 Ul 58 § overheads d €Ml dlell ussl ddl, <ui apply the overhead rates to the
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increased figures, not the original ones. Alss-l %52uU1RA delivery and installation 1 selling and
distribution cost © 2 dell d after the cost of production 2114 €, factory cost -l € A&l 4
Ui Ul RUR 5 § profit margin management UR ©9lsdl £, <ui stop at total cost and do not

invent a selling price.

Remembering < 2llual &9l d oBug dH §2 29 59 - 1 U8t
= ey AL AL — special requirement, estimate 24 quotation, actual costs j, accumulation, 244 job
Y3 2t AR AVUMRIL AR 2431 marks 8; 2L Ul A5 mark dlg] AU UBL USq 2L dl HWdL % 8.

www.scanneradda.com

AN

* U advantages A $His UL 2 % dld 23] Al §52A Ui 28| sHI5d AL sl 4e9L marks Hod ©.

TQ 1.3 - PYQ 2025-Sep [6] (b) - DESC - 5M - Pg 488 LEVEL | Medium

Remembering

www.scanneradda.com
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Understanding auosdd, 244 deeii Y814 aldlag - 2 ust
= Distinguish-between clowl Uil G<R ol column -l SIRsHI Wik sHIEd $AN AW 206, 244 €35 SAN
AR (AR oldld d gl — s o Ygl ol AR duidiell 245 mark HA 8, o &L,

www.scanneradda.com

TQ 1.1 - PYQ 2016-Nov [7] (a) - DESC - 4M - Pg 487 LEVEL | Easy
Understanding

TQ 1.2 - PYQ 2022-May [2] (c) - DB - 5M - Pg 487 LEVEL I Medium
Understanding

Application [ud @ausdl - sum GSadl - 6 Ut

N

= Job cost sheet -l H2UlAl Customer details, Job No. 2 6il dRlull duil. e9rdal BriRHT il HaulY] Sl &
24 d format Al mark -l G191 8.

www.scanneradda.com

= €35 overhead recovery percentage - @dliddi Udai d-{l uldi-fl dldlui, 240y8Lls 214 WRQUAH elctidld, 2Rl
Marks 21l rates Hi % ©; Uedlq USldt old ot A SHIA ©.

= Profit -l 251l sUL BULR UR B d 2QLdi usei dull Al — 'on selling price' § 'on total cost' — 4
3UIAR oldidl. 2 s 2] sheet AL AL ARAL G2 HAL & .
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PQ 1.4 - MTP 2026-Mar S1 [1] (a) {C} - 5M - Pg 495 LEVEL Il Easy
Application
PQ 1.3 - RTP 2025-May [13] - Pg 493 LEVEL II Medium
Application
:
< PQ 1.5 - RTP 2026-May [12] - Pg 496 LEVEL II Medium
= Application
PQ 1.6 - PYQ 2026-Sep [2] (b) - 7M - Pg 497 LEVEL Il Medium
h Application
: PQ 1.1 PYQ 2019-Nov [1] (b) {C} - 5M - Pg 489 LEVEL II Hard
B Application
PQ 1.2 - PYQ 2022-May [2] (a) - 10M - Pg 491 LEVEL 11 Hard
Application

www.scanneradda.com
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UsWL 10

Process - Operation Costing

6 (A - 36 adllgd usll - Hstd: C

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvycMi Al &

uddi sums

Level | — Comprehension & Knowledge 6.3% 253 Hiell 16 marks

Level Il — Analysis & Application 93.7% 253 uiel 237 marks
u-l Level | =ytcii Hulelell Il 4L USWUAL HIAL 6% marks Comprehension 24 Knowledge <Al 8, @12 UUR HI2 ICAI - 20-30%

AN

8. 2UER Adl Bl theory AT oig 2| & — UElHL @221 €35 mark sum BSAlA % HA B, led dUR| led AeURY, dli2
A&l

www.scanneradda.com

(i 1: Process Costing i 212l [Meaning of Process Costing]

L2P4-C10-TO1

Read first cil — ICAI Study Material, Chapter 10, Process and Operation Costing — process
costing -l el U 1.

www.scanneradda.com

NOTES

Process costing 2 costing | Al ug[d © 3-12l processing industry Al HId § ARl cost €35
process § GAUlE-A-L €35 dlss -sS| A ©. el G Ul BUUARS uvul 24 8 — "a method
of cost accounting whereby costs are charged to processes or operations and averaged over units
produced". 21§ mark L "explain very briefly" #12 UL ol dISUl dudl Bdi 8, SRR & 6l disu
w3eds o5 ol Al 8 d defH 4d 8.
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Yuy 2log "averaged" 8. Cost 1 job & batch Jell Wuami 2iadl 2ll; process Uldi-l costs ¢l 53
8 U d drll Al units UR dSARL V. 2L USWIHL €35 practical G 21 245 % LA R B — A
9% cost per unit good output, abnormal loss 24 abnormal gain ﬂ@luj valuation §2 €, 24 i 9%
| 4 1isSL - 581 .

Process costing <l &1 U$ € i Beuled Add Ald & i s process - output ol process o
input ol 8. el BSEl units 244 value 6l AR | T B: Process P, Process Q 4 ¥15.50 per
kg -l €2 9,000 kg transfer $2 ©, Process Q u‘ldl-j, output Process R 4 AU 8, 244 HI2L edl process
o5 finished stock & warehouse A transfer $2 €. Process costing SUi dURJA & 4 YR AR L
Ayl

www.scanneradda.com

www.scanneradda.com

— 125 —



CA INTERMEDIATE PAPER-4 - SCANNER NOTES - GUJARATI EDITION

Understanding 2aHolad, 214 2iee{Hi 4§l oldiag - 1ust
s d SULAURRL B M YBRL dl 818 processing industry o A UL 4 AiSA olcldl — s process o
output Oﬂ‘@):i input o1 8, VU €35 1SS costs units UR averaged AU €.

www.scanneradda.com

TQ 1.1 - PYQ 2023-Nov [6] (d) (v) - DESC - 1M - Pg 502 LEVEL | Easy
Understanding

(i 2: Process Costing Hi costing il M(5u1L [Costing Procedure in Process Costing]

L2P4-C10-T0O2

CONCEPT BASE — icUIR Y&l S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first <™l — ICAI Study Material, Chapter 10, Process and Operation Costing — costing -l
u(BUL 244 process account o 23U,

NOTES

€28 process o Uldly account €l &, o3+l oidl ell9g2 units o column 244 amount o column sl 8.

www.scanneradda.com

Debit: opening work-in-progress, 4RI process Higll 2Ald el units 24 cost, 21l process Hi
GHRIel materials, direct wages, direct expenses, production overheads, 244 abnormal gain.
Credit: normal loss at its scrap value, UeS\-{l process § finished stock - transfer 244 output,
abnormal loss, 21 closing work-in-progress. ¢i-l 619l unit columns Hadi o olef21 — money
columns L AaULOU Sl Usdi 24 % uSHl ASRARI s

Overheads a4y sell-ll S1d 8, 1AM VUL Sl A2, Gl overhead -l Vs % 2SSl UM 58
d Ad a2 : direct wages -l 25l<R| d2S (390,000 -l production overhead direct labour -l
2slaRl dR\s ajel 8; oilont Bl direct wages -l 150%), labour hours U2 (392,000 il overhead
labour hours il ALER absorb =l ), § direct labour cost U (330,000 -l departmental overhead
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direct labour cost U2 absorb 2l 8). Accounts Hi post 5di Uei 24l apportionment working note
RS cddl.

Cost per unit scrap Al credit uedl 444 expected output UR sald 8, actual output UR +$l: Normal

cost per unit of output = (Direct material + Direct labour + Direct expenses + Factory overheads -

www.scanneradda.com

Scrap value of normal loss) + Expected output, @i expected output 212€ input units ¢ll€ normal
loss units. 21 s % €2 Ug\ transfer out, abnormal loss 241 abnormal gain — >lL°,\R{-j, valuation 82

N

.

] 9% €3 transfer 8. ¢lSR transfer Adl R_$H 12d cost per unit x units transferred, 2 d ueslHl
process -l opening debit ¢4 &, Uldl-il units AL2L. Ul U Ul SIE process Hi dtRl] material
elurd 52, Ul d cost BURid units QL B2 215 8 — s vl BR#Mi Process Y o input 2i2d

www.scanneradda.com
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Process X Hi2ll 241dell 846 tons plus 454 tons < <% material, §6 1,300 tons, 24 loss +{l 2s1aR| A
AYsd input UR ARUE &,

owU{ process - 44 output transfer sl oled d2il g, i credit 4 ddUl. el GMi Process
P AL output -l AQL-AgULRL HI3L Process Q Hi Al 24 2s-Agaulel dARL; dAuRldl ¢i19L same cost
per unit U process - credit &4 € i Costing Profit and Loss Account Hi %1 8, ol d-ll sales
value credit ¢llogA eWd 8. Process account Uld s€l profit olelalg eil.

www.scanneradda.com

(<t 3: Normal loss, abnormal loss 44 abnormal gain j treatment [Treatment of

Normal, Abnormal Loss and Abnormal Gain]

L2P4-C10-T0O3

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 10, Process and Operation Costing — normal loss,

abnormal loss 244 abnormal gain d2ll cost accounts i d¥ treatment.

NOTES
AR treatments A QL dlSU RS ULE AV, SREL S Ui mark Al theory Ut 6121642 A 9% Ad
dURg1 8. Normal loss: normal process loss il cost process €50 oldell ARL units % GULS & —
absorbed by the good units produced — 24+ normal loss il units dud(2ll HAdl 54 credited to
the process account 21X £5. Abnormal loss: abnormal process loss -l unit Al cost is equal to the
cost of a good unit; §& WH %5 process Hi2l d Gl U d- credit A 8, d not treated as part of
the cost of the product, 21 d debited to the Costing Profit and Loss Account 22 €. Abnormal
gain: process account -1 abnormal gain 2 debited (4 © 24 Abnormal Gain Account credit 212
8, 21 21 account Costing Profit and Loss Account Hi transfer SAA olel AU V; the cost of

abnormal gain is computed on the basis of normal production.
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95 €2 Vil olff s 53 ® d: Normal cost per unit of output = (Direct material + Direct labour +
Direct expenses + Factory overheads - Scrap value of normal loss) + Expected output, sl
expected output 212€ input ¢ile normal loss. Ugdl abnormal loss units = normal production -
actual production 24 abnormal gain units = normal loss - actual loss, 241 ¢4 valuation 2 o €2
211 8. Normal loss is never valued at this rate — d account i {3 Ul scrap realisation UR %
2 8, 2 ed % d SIE cost YA A2l 244 ARL units d- GuLS .

www.scanneradda.com

3@l memorandum accounts, G+l %8 23U ©9IU © d. Normal Loss A/c: €35 process il normal
loss dHi scrap value UR debit 214 €; WILR dAREL units HI2 cash &l 44 gain -l units {2 2 %
scrap €2 Abnormal Gain A/c 2l d credit 214 €. Abnormal Loss A/c: process d- 2Atudl cost 412
debit 52 ©; 21 units Ul scrap realisation HI2 bank & cost ledger control a- credit 52 ©; olS] Sl
balance Costing Profit and Loss Account Hi 91 8. Abnormal Gain A/c: %dl §36l scrap value (to
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Normal Loss A/c) 24 gain -l ¢S] &2l Costing Profit and Loss Account Mi — 1 il dui debit 2
®; gain L units -l 24l cost A& process d- credit 52 ©.

UYWL Wizl Gk 2 8 § abnormal gain SIA R UL normal loss AL Glell units AsSHL AL gdl.
Abnormal gain 212d Rel 5l L units WRWR wldul, Aed dudl Hig-l scrap €2 8. ©dl
Gl Process Y -l normal loss %5 -l €2 280 kg ©dl, Ul Hizt 250 kg % ASSHI dAL 244 30 kg 21
% %5 -l €2 Abnormal Gain Account Hi 214l — 1 ¥150 vi2d dell? ARL units ALl Su-lRA odl
5\ scrap -l 2lds, 244 22d % Costing P&L Mi credit Udl gain 5,574 ©, 35,724 sl
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o®1i normal loss +ll 518§ realisable value - Si i credit s2el %54 59 ~t2ll. ¢l ©ddl Gl 2l
oldld ©: 215 weight loss -l 12l B4 units but a blank amount column €, 244 2is normal loss
"with no disposal value". 4R cost per unit 2@ HI2t total process cost + expected output. Ul
AW dquidi-l 2l 2@ account Hizll units S1EL A Al — unit columns dl Had| o IS, 44 s
% process Hi SI6 value 4Rl weight loss 244 dRildl scrap oi- A1 sIE AS .
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%12 Ul Costing Profit and Loss Account HIBL IR format isS\ €. Debit: To Cost of sales (€35
process Hiall dARY output, d process -l cost per unit UR), To Abnormal loss (d-l scrap credit ue\
ol18] el :5M), To management and selling expenses % not allocable to the processes S, To

Net profit. Credit: By Sales (units sold x the selling price of that process's output), By Abnormal
gain (d-l scrap debit Ue9\ IS RSl 5H). Ui account dHIR dRSRIHL 4 HA, Ui net loss credit

01l°§2»‘{ balancing figure AR\S 21d 9.
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axui selling price Hd1l S1A i finished cost 20l LA S SIH 8. Finished goods Hi transfer
2l output -l cost @l, 5SSl margin UR profit GHRL, 4 units A4S HIRLL. 25% on selling price -l
profit 12d one-third of cost, cost -l 25% -sSl: VWAl Gl T3,79,600 UR ¥1,26,533 Azldl
¥5,06,133 o sales 241 ¥69.33 per kg Yell WA 8. "on selling price” - "on cost" dli=ll dq 2 il Y2l-
4Ll Alell AU et .
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Understanding 2uHotad, 214 eedHi 48ld aldiag - 1ust
= duil § normal loss 54 SIE cost YAl A2ll (d U8l B, led ARL units d BUS &) 24 abnormal loss
s product cost Hi AAlddl -2l (d Costing P&L Hi 51 8). €35 HI2 S cllsU ol ©.

www.scanneradda.com

TQ 3.1-PYQ 2023-May [6] (e) - DESC - 5M - Pg 503 LEVEL | Medium
Understanding

Application [ @dusdl - sum GSedl - 13 ust

= U&di cost per unit QI 2 account 12 YA d-l substitution AULel duil. GriR-L oflowl €35 Aissl A o R
9IQUL SIE oyl 8, ed € Eulldl SlU dl @l Wil uS didl method Al marks ¢l o 8.
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PQ 3.7 - PYQ 2023-Nov [4] (c) - 5M - Pg 516 LEVEL 1l Easy
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E Application
E PQ 3.11 - PYQ 2026-Jan [2] (b) - 5M - Pg 526 LEVEL Il Easy
= Application
E PQ 3.1 - PYQ 2018-May [3] (b) - 10M - Pg 504 LEVEL Il Medium
e Application
:
* PQ 3.2 - PYQ 2019-Nov [4] (b) - 10M - Pg 506 LEVEL Il Medium
Application
£ PQ 3.4 - PYQ 2021-Dec [1] (d) {C} - 5M - Pg 512 LEVEL Il Medium
3 Application
K PQ 3.6 - MTP 2023-Mar [4] (a) - 10M - Pg 515 LEVEL Il Medium
o Application
2 PQ 3.9 - PYQ 2025-Jan [3] (a) - 8M - Pg 520 LEVEL Il Medium
: Application
z
PQ 3.10 - RTP 2025-Sep [13] - Pg 522 LEVEL Il Medium
Application
§ PQ 3.12 - MTP 2026-Mar S1 [4] (b) - 7M - Pg 527 LEVEL Il Medium
© Application
g PQ 3.13 - PYQ 2026-Sep [4] (b) - 3M - Pg 530 LEVEL Il Medium
e Application
z PQ 3.3 - PYQ 2021-Jul [4] (a) - 10M - Pg 508 LEVEL Il Hard
§ Application
PQ 3.5 - PYQ 2022-Nov [3] (b) - 10M - Pg 513 LEVEL Il Hard
Application
PQ 3.8 - PYQ 2024-May [4] (a) - 8M - Pg 517 LEVEL Il Hard
Application

(G 4: Work-in-Progress « ycdis [Valuation of Work-in-Progress]

L2P4-C10-T04
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Read first <l — ICAI Study Material, Chapter 10, Process and Operation Costing — equivalent
production 2l FIFO 24+ weighted average €50 work-in-progress 4 valuation.

NOTES
ol ygglcl, Il Geir 8 Ad dud cdrvulllid 53 & d. FIFO: YU A transfer 2AAdl units
opening work-in-process B Adl elHd YAl input — oiHiell dar ©; opening WIP 1213'1 ERETE
cost V1 G11S\HL YU 2del units -l cost separately 2R €9; opening WIP Al cost d Ij\ﬂ SAML
2 cost Hi BHRAU ; 244 closing work-in-process - valuation current cost U2 2l 8. Weighted
average: opening work-in-process -l cost 24 2l AHUAIL cost aggregated AU € 4 YU
2l units -l output A3 HPUA 8, 22 equivalent production Hi opening WIP Hi udaz{l AqxRlg
S 4 ALY AU 1M ¢l 241 B. s cllelMi ele: average $50 opening WIP -l units -
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du{l cost 2L ARl B, TR FIFO S50 AR GlIS| 8¢ SIH % AL 8.

Marks o8 sHMHi SldiUl 8 d 98 sHHi Gk duil — (1) Statement of Equivalent Production, (2)
Statement showing cost for each element, (3) Statement of distribution of cost, (4) the Process
Account, 244 Ug9l Normal Loss, Abnormal Loss § Abnormal Gain il accounts. €35 Uldl-l Hellol

Al2 4L statement 8. -l Wevn equivalent production o statement - Sl dq process account
AL ¢ sHL 2, SREL S method AL 241uil marks Ul ¢l statements Hi % USUL .

FIFO -;; equivalent production statement i input o119 (opening WIP, units introduced) G|
output 1Y SIU 8, 241 output o9 percentage column and a units column for every cost
element sl 8. Output -l AN 241 s4: YA 2l units — from opening WIP, Y21 &d-l
balance “52¢il (ARUL UHUUA 70% complete WA 2L AHUNG 30%, 24 material § column ALHL-A
Ad YU Sl B SREL S material UR % 2] el U I &), 24 from fresh inputs 100% UR;
normal loss, -l equivalent units (Giage ASl; abnormal loss d-ll s&cl completion l HiAtL UR;
closing WIP a-l 58cl 2s1aR] uR; 244+ i abnormal gain Sl i less abnormal gain 100% Ul
ollealls] dRls.

Weighted average €50 output ¢119% 28\ €l 8: €25 element HI2 completed and transferred
100% UR, normal loss l=4 UR, abnormal loss a-l completion Al HEL YR (RUHI Ad balancing
figure), closing WIP d-ll 251Ul U, 244 abnormal gain oll€. There is no "from opening WIP" row at
all — ¢l layouts a2l guildl ¢le 2 o 8, 24 U average 5& AR FIFO o layout ¢uig (& Gleg)
Ul UL ML 8. Statement ElRd Usal Y-l dlé] ail.

Statement showing cost for each element Hi Material, Labour, Overhead 4 Total i columns
SlU 8. weighted average 850 Usdl ol $AN 2i2d cost of opening work-in-process 24 cost
incurred during the month; FIFO the opening WIP cost is not in the rate at all 24 d (2
distribution -l de1ss % Uledl GHRA ©9. Ugdl less: realisable value of normal scrap, % material
column only Hi2ll GllE AR & — 5 U dl JUR 58 O, "scrap value is I8 per unit to be adjusted in
direct material cost". €25 column < d-ll Uldl-l equivalent units 4S RL; elements AL €2 2Ll UL
total cost per unit ¢ ©.

Normal loss -l 251clR] SUL AIEUR U 8 d ciéAl — L Ul Ui % CEdid . dal Usll dRAR 5 ©
5 normal loss 2 total input including units in process at the beginning -l 2514Rl ©: 12% of (3,000
+17,000), 5% of (10,000 + 55,000), 8% of (1,82,000 + 8,000), 4% of "opening stock plus units put
in". izl elHe Al units UR 2s51aR ddiell d-l ARl €35 AisSL ¢2LS ©. Tl U units scrapped
24 i abnormal loss = units scrapped - normal loss (9,500 - 3,250 = 6,250), 24+ %l actual loss
normal 5cli less sld i 1 €12 21 abnormal gain ©, % equivalent production -l statement Hi g
2 ©.

Transferred-in cost is a separate element and is always 100% complete — d- Uldlq column U],
a3 2L process -l cost 24l process -l normal loss -l scrap value ¢lIg 534 2iid 9. Packing
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material added at the end of the process > YL 2L units Al2l % IS : G<R closing WIP o
valuation d-l d2R 53 € - Ll packing cost finished output -l AisSIHi GHR €. Distribution of
cost eS| il Ad dARL B: YA AL transfer 2l units -l value, abnormal loss il value element
WHLRL, closing WIP Al value element WHIQL — 44 FIFO &8¢ transfer -l 2issl 212d 4210l
211dell opening WIP -l cost plus d=l Y3\ s:ali-l cost plus YU €2 Adll units, o8 (i), (ii), (ii) A& Y5

-~

.
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Understanding 2uHolad, 214 iee{Hi 48l aldiag - 1ust
= "describe the methods of valuation of work-in-process" U2 ol Ugg [l 241Ul 244 ugdl (QE.-j, aisd —
average €501 2], FIFO €501 HIA alls| €4 1. A Beq dlsd o mark 8.
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TQ 4.1 - PYQ 2025-May [6] (c) - DESC - 4M - Pg 531 LEVEL | Easy
Understanding
Application [ud @ausdl - sum GSedl - 17 ust
= s UL AisS| duidi uddi equivalent production -l statement i €5 element HI2 percentage 24
units 7 column €R Atutl, Uedl sAN UHILL ¢RUL i elements -l completion -l 251aR| el SlU i
columns AL AL AR — d HAORL AL, 24 HAelAL UL 2,
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£ PQ 4.1 - PYQ 2018-Nov [1] (c) {C}:- 5M - Pg 532 LEVEL Il Easy
3 Application
-'E PQ 4.13 - PYQ 2025-May [5] (a) - 4M - Pg 558 LEVEL Il Easy
c Application
5 PQ 4.16 - MTP 2026-Apr S2 [1] (b) - 5M - Pg 565 LEVEL Il Easy
: Application
z
PQ 4.17 - PYQ 2026-Sep [4] (b) (iii) - 2M - Pg 567 LEVEL 1l Easy
Application
£
9 PQ 4.2 - MTP 2019-Mar [2] (a) - 10M - Pg 533 LEVEL I Medium
-'-f- Application
PQ 4.3 - PYQ 2020-Nov [4] (a) - 10M - Pg 536 LEVEL Il Medium
= Application
é PQ 4.4 - PYQ 2021-Jan [1] (c) {C}- 5M - Pg 538 LEVEL Il Medium
B Application
PQ 4.5 - RTP 2021-May [8] - Pg 540 LEVEL Il Medium
Application
:
x PQ 4.10 - MTP 2024-Jul [2] (a) - 10M - Pg 551 LEVEL Il Medium
< Application
: PQ 4.15 - RTP 2026-Jan [14] - Pg 562 LEVEL Il Medium
§ Application
z
§ PQ 4.6 - PYQ 2022-May [4] (a) - 10M - Pg 543 LEVEL Il Hard
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E Application
5 PQ 4.7 - RTP 2023-May [9] - Pg 545 LEVEL Il Hard
= Application
E PQ 4.8 - RTP 2023-Nov [8] - Pg 547 LEVEL Il Hard
; Application
:
PQ 4.9 - RTP 2024-May [8] - Pg 549 LEVEL Il Hard
Application
£ PQ 4.11 - RTP 2024-Sep [14] - Pg 554 LEVEL Il Hard
9: Application
73 PQ 4.12 - MTP 2024-Nov [5] (a) - 10M - Pg 556 LEVEL Il Hard
e Application
. PQ 4.14 - MTP 2025-Dec S2 [2] (a) - 8M - Pg 560 LEVEL Il Hard
; Application
H

(i 5: Inter Process Profit

L2P4-C10-TO5

Read first il — ICAI Study Material, Chapter 10, Process and Operation Costing — inter-process
profit 24+ unrealised profit -l GllEAS).

www.scanneradda.com

NOTES
€35 inter-process account il ¢id 0{l°§23{ 3Rl money columns S1d 8 — Cost, Profit, Total. Debit
ol19g 1S5l sHHI ALE O: opening stock (U AU 8 d UHIGL d-l cost 241 inter-process profit Hi
ASARAL), 2RI process Hi2ll transfer (Al cost 24 profit Al adAUR{ A&), materials, wages —
sub-total is prime cost — less closing stock, 952l 2luuil balance HA\; U9l manufacturing
overheads, 952\ total cost HO\; UE\ profit o loading. Account transfer price UR Giel 2 €, 44 2 o
§a 2isstell uedl-l process debit A .
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Stock in process j valuation prime cost UR 21 8, vled closing stock overheads G d uddi,
prime cost -l diSS 9 GlIE AL 8. d-ll profit Al ¢t 21 % WHIQIHI 5311 © 98 UHIRL prime cost -l
dl2l eR1d 9: cost of closing stock = closing stock x (cost in the prime cost line + total prime cost).
el B<ui 2,490 -l closing stock 2,080 -l cost 2 410 -l profit ¥i AU B; 21 T410 A %
unrealised profit 8, %+ AlH YO AR dHR itudl 8.

www.scanneradda.com

Trap 21 "on cost" 24 "on transfer price" o€l €, w4 Bl working note Hi ¥ 3uidR U 53
AW V. 25% on cost 212 profit = 25% of total cost. 25% on transfer price 22d: transfer price 1
100 ©lRY, profit 25, 2@ cost 75 4 profit = 25/75 = one-third of cost (321,600 -\ cost 7,200 -l
profit BulS B). 20% on transfer price 2124 cost 80 v profit 20, 2ed profit = one-quarter of cost
(349,340 312,335 BGuIS ). ol dlél working @uil; d-l 442 mark €.

Finished Stock Account Hi W@l 21 9% Q1 columns AULA . Debit: opening stock a-l 24l cost

www.scanneradda.com
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2 profit A1, eell process Higll transfer d-l cost 244 profit A2, less closing stock % debits %
UHIQIHE © d UHIRIHIE cost 4 profit a2l adAd 8, 52l cost of goods sold HAY; debit ciiog-l
balancing figure 21 Ax2UA-L profit €. Credit: sales -l 24isS Costing Profit and Loss Account -

transfer. Unrealised profit on closing finished stock = closing stock x (profit in the account + total in
the account) — G2 l€l © § d average cost U UL 2R S,

www.scanneradda.com

UL €35 1SS profit -1l 9L {9l 8, Vled d-l €35 deisS aldldl. €35 process Uldl-l profit Azld ©
24 dA Costing Profit and Loss Account i 48 o1 €9, URL 95 stock dARIL -2ll dHi AAddl profit
unrealised © 244 d % WSS closing stock -l 2AisSHi2ll 18] Avid 8. Unrealised profit A product
UHISL AR — BelR dl 24t A ALEL S O: Process XM =4, Process YM 28,758, Process ZM
19,500, Finished stock 342,467 — d-l account i e2lAdl &dl - €l.

www.scanneradda.com

Application [Fud @dusdl - sum GSadl - 2 ust
= 203 Sl USdi AARL columns 1R AUl i €35 isSt AQRIHI post 5, HA profit o column YU SIU. s
% money column i duidel Gk unrealised profit oldicll Asdl -2ll 244 marks Hadl sl edl.

www.scanneradda.com

PQ 5.2 - PYQ 2019-May [2] (b) - 10M - Pg 571 LEVEL Il Medium
Application

PQ5.1-PYQ2017-May [2] (a) - 8M - Pg 568 LEVEL 1l Hard
Application

(M 6: Operation Costing

L2P4-C10-T06

Read first il — ICAI Study Material, Chapter 10, Process and Operation Costing — operating
(service) costing, d-l @&l 444 GuAlaL.
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NOTES
Operating costs, 212€ § service costing, 21 ldi undertakings <\ costs € % sI8 product ei-lddi
(2l ugL service YA ULS 8 — Brir-{ Uldi-i BelsWU 8 transport concerns, gas agencies, electricity
undertakings, hospitals 21 theatres. Service undertakings <l Uq(zi2Al] 2a3u 7§ 7§ slatell du-l
cost system eu{ldll 2d % manufacturing concerns Hi Aledl system $2cli el Sl S; A dAlsU dviall
Bq &, SREL S d vl B detll aRUAL 58| 6.

www.scanneradda.com

USq 21dus et 2 cost 4 ARL MPHE Ad{lsWL 8, o8 transport undertaking HI2 4L Ad Al ©:
(a) Operating and running charges — variable UsR-l W2l %54 § petrol, diesel, lubricating oil 24
grease; (b) Maintenance charges — semi-variable, %Hi tyres and tubes, repairs and maintenance,

spares and accessories w1 overhaul 241d; (c) Fixed or standing charges — garage rent, insurance,

www.scanneradda.com
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road licence, depreciation, interest on capital 2+ operating manager -l WLR. €35 HI2 Y], drf
cost behaviour 44 ol Bl AL WAL 121 ULEL 9oL eidladl 20l

oflog BULAUS dalQL Vi B 5 cost unit composite €14 ® — passenger-mile, kilowatt-hour 24
2l o5 oflosl. 2l 21 ol composite units Al A AU SREL S ARIQIL HPLAL U 4L HelA cost
Al (51 421 AW B.

www.scanneradda.com

d-l GualdL sui A 218: all firms of transport Hi — airlines, bus services 4913 — 44 all firms of
distribution undertakings Hi. U "what do you understand by, describe its features, and state
where it can be implemented" 21 d YsRL 6, 212d Bk 2 ARQL HPM{ AU 1A features Ul
(28] A Bl

www.scanneradda.com

Understanding 2aHotad, 214 ieedHi 48l aldiag - 1ust

= QY cost categories A s % industry A st (BR transport dlUR 8) i €384 variable, semi-

s variable § fixed 3\ label 52l. 2 behaviour o label o5 24l GtiRA AL cost classification -l GriRall el
s uis 8.

; TQ 6.1 - RTP 2025-May [20] (b) - DESC - Pg 574 LEVEL I Medium
§ Understanding
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usWL 11

Joint Products 24 By Products

4 (Av - 30 gl usll - Hstel: A

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvycMi Al &

uddi sums

Level | — Comprehension & Knowledge 15.2% 151 Hi2ll 23 marks

Level Il — Analysis & Application 84.8% 151 Hi2ll 128 marks

u-l Level | =ytcii Hulerell 12l 4L USWUAL HIAL 15% marks Comprehension 24 Knowledge -l 8, %13 UUR HI2 ICAI o 20-30%
8. 2UER Adl Bl theory AT oig 2| & — UElHL @221 €35 mark sum BSAlA % HA B, led dUR| led AeURY, dli2
A&l

www.scanneradda.com

(™ 1: Joint Products 1 By Products il 242l [Meaning of Joint and By Products]

L2P4-C11-TO1

Read first dil — ICAI Study Material, Chapter 11, Joint Products and By Products — joint products,
by-products 24 co-products -l 242l 244 split-off point.

www.scanneradda.com

NOTES
Joint products 212@ "two or more products separated in the course of the same processing

operation usually requiring further processing, each product being in such proportion that no
single product can be designated as a major product". G<iR yedl Q{lg 34 2 8: equal importance

eRlddl ol § ag UelRll, o simultaneously from the same process Geud A &, i BHi-| €5
significant relative sale value €11 8. GtiRui duRlY BelsW oil industry - € — crude petroleum
yiell gasoline, fuel oil, lubricants, paraffin, coal tar, asphalt 24 kerosene oy % Alsa 8.
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By-products Ued "products recovered from material discarded in a main process, or from the
production of some major products, where the material value is to be considered at the time of
severance from the main product". d ¢{l%) si¢S Uelel-l processing operation -il URQUH HlsA 9,

1l process -l scrap or waste Hill ¢l 8); ¢sHi by-product 242d main product -t Geule-Hiall
Alsadl secondary or subsidiary product. 2isdl @lds GelsWLL: sugar -l Geule-Hi molasses; coal -l

www.scanneradda.com

carbonisation Hi2ll tar, ammonia and benzole; soap -l GeuleHi glycerine. U "with an example
of each" 58 ©, V2@ BGelsWII-L Uldi-l marks ©.

Split-off point 2ed A falg ol deldl main product 5 products 2] B2l US B, 21 processing -l
v split-off point Yell joint AS 8. 1Y} USAL 2L s dIsU WR Ble] B: A (Clg uddi udell costs
joint 8 1 slEs LR UR apportion $2al % U3, IR A (g uedl 2l costs d d individual
product -l Uldi-l £, A4 post split-off Al further processing costs 58 8, 24 d s€l apportion

www.scanneradda.com
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2l 2l

Co-products 212d o § ag dl Uel2ll o AHSIAlA Sl UL 3R 2l & s % material Hill 2s o
process Hi 5l 215 mark Al GuiRui 2leg % 8. HE WISl AEL © "not necessarily from the same
material in the same process" — 241 joint products dl ¢JA¢R iHi2ll % s B; uals 2 %
(CRly dud 8.

dotd «isSl 52 © relative value, U dlug -AH L. main products -l BeuleAH duRlell material
yiall "recovered incidentally from the material used in the manufacture of" 2d| deleld el
GRH{ by-product 231l 8, M Ul d-l %) UelRl sl Sl 24 i by-products 4 considerable
total value S i dM-l by-products -t “led joint products R0 ASA. 58 ULl apportion Sl
usdi dull § dH dA gf 2Ll €91 4 AL HIR.

Understanding auosdd, 244 el Y814 aldiag - 2 ust
= €35 term HI2 G-l Uldl-l ulElHi2il A5 BelsWL AL (joint products HI2 crude petroleum, by-products
HI2 molasses § glycerine). ol U GELSL HIRLAL SIU Ui cUwl S URL BELSWL A Sl Al GR
sl % BR V.

TQ 1.2 - PYQ 2023-Nov [6] (d) (iii) - DESC - 1M - Pg 579 LEVEL | Easy
Understanding

TQ 1.1 - PYQ 2021-Dec [6] (b) - DESC - 5M - Pg 578 LEVEL | Medium
Understanding

(i 2: Joint Products UR Joint Cost -l Apportionment -l U [ciAl [Methods of

Apportionment of Joint Cost to Joint Products]

L2P4-C11-T02

Read first il — ICAI Study Material, Chapter 11, Joint Products and By Products — joint products
UR joint cost apportion scll ugg[dAl 244 further-processing Al e,

NOTES
Ul A1 d-L o1l oIS 95 ULE AL, SIREL S AR marks -l U ¢RAGR 1 % FIS| HIL ©. Net
realisable value at split-off point — %12 joint products il realisable value split-off U2 os1Qll
Sl AUR. Technical estimates — @112 NRV method 2l Hoig URGUH joint products 2 dRai
Al 1A AU A SIA AR, Market value at the point of separation — @i further processing
costs VIUHIRIRAR Udl SIU AUi; 24 point of separation U+l market value GUAsel - S dl 1L
Ueald dd] sdl 425c 8. Market value after further processing — i separation Ugl-l further
processing costs MMIRIRAR Sl i &1l %% joint products further processing Hi2ll UAR Acll iU
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Ul ol18] d AR 82 9.

NRV 4 Y2, Bl o3 Ad vl © clRieiR A % Ad: Net Realisable Value = Sale value of the joint
product (at finished stage) - estimated profit margin - selling and distribution expenses, if any -
post split-off cost. W&\ joint costs A net realisable value <t MMIQIHI apportion S vid ©.

ol UMl profit margin UL - Sl 1 selling expense URL - S i ASHI2L SUld post split-off
(further processing) cost | 9 & £ — i 213 Gell practical G<RL 2L % 3U & ©. 95 Uelal split-
off UR o5 dALE a1 24 drll UR further processing - AR dHi 5] elle Ag «A=dl: d-Il NRV 2 d-l
2l sales value 9.

] 9% 2R table cloll G’ AR WAL W YAl BSEIHL 4L % s4 241d V. (1) Statement of joint
cost allocation: Final sales value of total production; less Additional cost; = Net realisable value at
split-off; Joint cost allocated = (Total joint cost =+ Total NRV) x NRV of each product. (2) Cost of
goods sold: allocated joint cost + additional costs = cost of goods available for sale (CGAS); less
cost of ending inventory (CGAS x closing quantity + total production); = cost of goods sold. (3)
Comparative statement of gross profit: sales revenue (quantity sold x price) less cost of goods
sold.

1=l il viiel Beik 2 & 5 allocation i quantity sold UR il £4. Final sales value é+2li
total production U2 sladl US — quantity sold <=t closing inventory — %R gross profit
statement Hi quantity sold duAA €. UMi-L €25 BR 245 % working note &l A3 LA ¥: quantity
sold, quantity of ending inventory, total production 21 ending inventory percentage = closing +
total production - 2is table. Wi i table ci-lldl @l, Ul olISIHL U AUUIRAM AL O,

Contribution margin method, G+l 8 $: 53 © d $4: variable joint cost - physical units -l
UER apportion 5; contribution margin = sales value - apportioned variable cost; ued\ fixed joint
cost 4 A contribution margins it MHIQH{ apportion 52U AL G-l footnote Hi AL
BALE: i SIS Vs UelRld contribution margin S8l Sl i d-lL UR fixed cost apportion A€ 25
A8l 24 d HIot o{l9y) el UR %% AUS 8 — WL T32,000 Product A UR L. 2811 contribution
el ggll; d el osle YsiRig sl 8.

Physical quantity method output units it MHIQWHI apportion 53 8 (242dl dHiall s13ell weights
UMIQIHL — 100 : 70 : 80 212é 0.4 : 0.28 : 0.32). URL UM SIS ALSSA cost A ASSAU VULUR AL oliel
® § 34 d diAl: 215 G labour ¢l UEIl UR 100 : 80 -l UHIRIHI A2 B 1 joint cost -l IS\l
12l — material 24 oflosl processing cost — output -l UHIRIH, 5,400 : 810 Hi apportion 21 0.
Ul vl joint cost 1S 9 ratio Hizll sladl 2ed U dJHiadl.

process-further -l (AQRL HI2 joint cost AUl & — el B U A ¢ 8: "for decision
regarding whether to process further or not, joint cost need not be considered". Format 41 WHISL:

sales value after further processing, less sales value at split-off, = incremental revenue; less further
processing cost and any further marketing cost; = incremental profit or loss; US| UelRlclR [Hvsy.

usdl ol 28Rl A\ 4§ 8: ol quantity -l 2435 2512 further processing Hi €2l o
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g9l revenue €126l quantity UR LR (98% of 4,000 = 3,920 units; 10% of Product A lost), 24 i
selling expenses ¢edld Ui selling expenses Hi Al oA incremental cost €121$ €.

Understanding 2aHolad, 214 2iee{Hi 48l aldiag - 3ust

www.scanneradda.com

v 516 Ul agladl] s& R s i apportionment Al ALEUIR Gull 24 Ul 2 AewlaL etuil oBHi d
AURAA B § -AURI 82 ©. dRH 4431, ALl Uldi-l mark €.

TQ 2.1 - MTP 2025-Mar S1 [2] (c) - DESC - 2M - Pg 580 LEVEL | Easy
Understanding

TQ 2.4 - PYQ 2026-Sep [6] (b) (ii) - DESC - 1M - Pg 582 LEVEL | Easy
Understanding

www.scanneradda.com

PQ 2.4 - PYQ 2021-Jul [2] (b) - 5M - Pg 587 LEVEL | Easy
Understanding

Application [ @dusdl - sum GSedl - 13 ust

= allocation - table dR\& Hisl — GuR Uelall 24 LI ol Total column — 4 Total column ULEL ALl
joint cost A& Hull Bl HISA. % total Hol - VI d Ueisd 56l £ © § ratio vliel &l
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PQ 2.1-PYQ 2019-Nov [1] (c) {C} - 5M - Pg 582 LEVEL II Easy
Application
§ PQ 2.2 - PYQ 2020-Nov [1] (c) {C} - 5M - Pg 584 LEVEL Il Easy
© Application
5 TQ 2.3 - MTP 2025-Dec S2 [6] (c) - DESC - 4M - Pg 581 LEVEL 11 Medium
E Application
5 PQ 2.5 - PYQ 2022-May [5] (c) - 5M - Pg 589 LEVEL Il Medium
§ Application
PQ 2.6 - PYQ 2023-Nov [1] (c) {C} - 5M - Pg 591 LEVEL Il Medium
Application
£
2 PQ 2.8 - MTP 2024-Nov [1] (a) {C} - 5M - Pg 594 LEVEL Il Medium
3 Application
E PQ 2.9 - PYQ 2025-May [1] (b) {C} - 5M - Pg 596 LEVEL Il Medium
S Application
3
§ PQ 2.10 - RTP 2025-May [15] - Pg 598 LEVEL Il Medium
Application
PQ 2.13 - RTP 2026-May [14] - Pg 604 LEVEL II Medium
£ Application
3 PQ 2.3 - PYQ 2021-Jan [4] (a) - 10M - Pg 585 LEVEL 11 Hard
-E Application
s PQ 2.7 - PYQ 2024-May [1] (b) {C} - 5M - Pg 592 LEVEL 11 Hard
Q Application
z
z
z
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PQ 2.11 - RTP 2025-Sep [14] - Pg 600 LEVEL Il Hard
Application

PQ 2.12 - PYQ 2026-May [3] (a) - 8M - Pg 602 LEVEL Il Hard
Application

Analysis €Wl oslg 24 URUR foiel duRtell - 1 1%t
= o1l Ul M 5& § management 4 Al B § SIS Uell wl2 5 dAR 9, i ol statements oldldl —
AL (AL apportionment U+L wil2 244 NRV apportionment U+l A5l — 24 ugdl 2uw dull § dis
Jel2l-l 4], apportionment Al BULRAL &dl.

TQ 2.2 - RTP 2025-May [20] (c) - Pg 580 LEVEL Il Medium
Analysis

(<t 3: By Products UR Joint Cost lt Apportionment il Ui(ci1l [Methods of
Apportionment of Joint Cost to By Products]

L2P4-C11-TO3

Read first <l — ICAI Study Material, Chapter 11, Joint Products and By Products — by-products

UR joint cost j apportionment 11 net realisable value method.

NOTES
(R, G- Uldl-l 2Lo€lMi: by-product -t (fslet U\ realisation A total cost of production Hi2il
olle 53 ASY, %l main product Al cost MO — sugar factory Hi molasses -l AR HAE] M
Geud Adel sugar -l cost €2lsS 9. i by-product A dARIAUS ci-lddl UlS| delRil processing
oSl Sl cui 2 HI2 udetl v total value realised Higll clle sl %154, 44 HIAL net realisation
9 total cost of production Higll ¢lle 2R . Gl 21 UQL HIBL B § (i) by-product -\ further
processing 244 (i) d= @dldl selling, distribution 244 administration expenses {12 A3 accounts
QU

split-off U2l net realisable value Hoddl 9de-l sale value &l Gld2l ALl selling price after further

processing, less further processing cost, less further marketing (selling and distribution) cost, x
quantity. ©Mel GHi T10 - I2 - I1 = I7 per kg, 24 300 kg UR %2,100. joint process - FHL Al

net Aissl AL B, gross sale value 48l — l2d main product A vl % Asd HA B Al by-
product -l separation U2 WuR ($1d €. 951 further processing cost sale value 5l aell oA dl
aul § by-product -l further processing s asleSA.

ol U estimated profit Al 251cR] 244 estimated selling expense Al 251aR] 2410 i by-product -l
3L Alddl joint cost BQldal working &l sa1 €, 244 statement Al dl2lxA1 241 s8 241d ©: Sales

value (units x selling price); less estimated profit (the stated % of sales); = Cost of sales; less
estimated selling expenses (the stated % of sales); = Cost of production; less cost after separation;
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= Joint cost allocated to the by-product. Ul main product U? total joint cost less the by-
products' shares 2ild © — s GdMi ¥2,12,400 - 311,800 - 325,500 = 31,75,100.

ued\ Bldcll profitability statement «ll 2USR S\ ©: Sales value (A); less joint cost, cost after
separation and selling expenses, totalled as (B); Profit = A - B; 24 89¢d 2R columns -l ARl
22d B15€R sl d-l arithmetic check dR1$ atuRA — by-product -l A5l GRIGR A % 251dR UR
ULesl ALl oleSA o5 il el 53 sl (20% of 72,000 = X14,400; 25% of ¥1,21,000 = T30,250).
21d dl Bldg working vilg 8.

www.scanneradda.com

joint products U2 58 URL apportion 5di Uddi joint cost Higll by-product -l oL alle 5. 245 B<R
joint input cost 90,800 & 8, by-product -l dALRL-AL T1,000 Hiell d-l -5l 200 oile 534 FFHL AN
8, 24 {12t net 90,000 o allocate 53 8; ollogl Gl ¥1,46,100 Hi2ll by-product -l NRV 22,100 ¢ile
524 %1,44,000 ol joint products =3 sales value at split-off U2 apportion $3 8. il (i il
AWMLY ®4d gross joint cost apportion 53| gll-ll €, 24 d-i(2ll uesl-l €35 uissl w2l us .

www.scanneradda.com

"net margin of 25 per cent of cost" €l eut2dl ail. el G d 2 % Al2lMi §cl Al © —
25% on cost is 20% on sales — i cost of sales Y&l usial selling price -l 20% GlE §2 8. ol
usl d oled "estimated net profit as a percentage to sales value" & i 251<Rl 518 3UidR @R
Alell sales UR o &l B, s oilog qil daell Il €35 AisSl Wl ot 8, 24 3UicR eldiddl
working note -l Uldi-l marks ©.

www.scanneradda.com

Understanding auosdd, 244 eeiMi Y814 aidiag - 2 ust
= theory -l UMl Uddi suld-l (HuH duil, uss) further-processing cloll 5512 (USEl processing expenses
olle S, HIAL net A % L DAL, 4 U] by-product AL processing 244 selling expenses HIZ A3
accounts AuAdl-l 3R AL YEL, AL marks.
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TQ 3.2 - PYQ 2026-Sep [6] (b) (iii) - DESC - 2M - Pg 607 LEVEL | Easy
Understanding

TQ 3.1 - MTP 2018-Aug [6] (d) - DESC - 5M - Pg 607 LEVEL | Medium
Understanding
Application [Fud @usdl - sum GSadl - 6 ust
= uddi by-product -l column 53U 244 URRUH UR "joint cost allocated to by-product” ?J‘{g dod J-CLS‘L AR
ugdl o main product - statement Wlell — d-l 24 il IS &, 44 main product 2l 23 $HR GR
URL A ysal s slg -l

www.scanneradda.com

PQ 3.5 - MTP 2025-Jul S1[3] (a) - 5M - Pg 615 LEVEL Il Easy
Application

PQ 3.1 - RTP 2023-Nov [9] - Pg 608 LEVEL II Medium
Application

www.scanneradda.com
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3 PQ 3.2 - MTP 2024-Jul [3] (a) - 6M - Pg 610 LEVEL Il Medium
2 Application
§ PQ 3.3 - RTP 2024-Sep [15] - Pg 611 LEVEL Il Medium
£ Application
K PQ 3.4 - RTP 2025-Jan [14] - Pg 613 LEVEL 11 Medium
3 Application
z
PQ 3.6 - PYQ 2026-Jan [1] (b) {C} - 5M - Pg 616 LEVEL Il Hard
Application

(i 4: Cost Accounting Hi By Products Cost j treatment [Treatment of By
Products Cost in Cost Accounting]

L2P4-C11-T04

www.scanneradda.com

Read first <™l — ICAI Study Material, Chapter 11, Joint Products and By Products — cost

accounting Ml by-product cost  treatment.

NOTES
oRUR by-products - AUSER YU Al Sl AR dH-AL AR HA 8L [[ista oliia]l s1E ugl s
Ad «4s) 2. (1) by-products -l sales value 4 credited to the Costing Profit and Loss Account S
24 no credit given in the cost accounts — Uil 21 FHIA si dl miscellaneous income 21U Si dll
additional sales revenue. (2) sale proceeds + deduction from the total costs d3ls dd — 2124 §
production cost Hi2ll 242l cost of sales Hi2ll olle SAU. 6id HPL A €35+ ol U2l-2idL ewl; marks
(Aseului 8, WRdla-AHi sl

www.scanneradda.com

RUR by-products o AA5E YU HIg Sl AR duA by-products - ¢ed joint products QI ASLRL
dMl AlSSA cost Sladl up to the point of separation 2l costs 4 by-products 244 joint products
UR using a logical basis apportion $2dl 918 — GlR AR AIER AR ©: relative market values,

£
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physical output method (at the point of split-off), 212l ultimate selling prices (if sold).

o by-products 4 further processing 9181 i split-off U\ net realisable value by-product il
realisable value Hill further processing cost 6lle 534 HAl ©. Ul — 4 (AzuelRAL 4L % 1191 918
¢ 8 — ol split-off Wl §4 sales value -l Sl dl AL YRU-AL [ @dusl; HIEl sl dl d- joint
product QL. 2@ ol (BRUL WRuR oy treatment © o ASl: A dl HeUisd s wlg O ¥ A
el usdl o Hi o def o ©.

www.scanneradda.com

UHIRLOc EEl UR @8I — sugar <AL Beule-t-{l by-product il molasses L AR HAE]
H — dl 2 realisation Geu 2 sugar -l cost el2LSellH 1 8, Aed § YU Al & L AUER dr
s d3\s eldlddld ¢ied main product AL cost A HL HURL 8. ol dd olowl it Hl dl dl df
AlH AWML cost accounts Hi SIE ML PR, Costing Profit and Loss Account Hi miscellaneous income

22d| additional sales revenue d2\s L.

www.scanneradda.com
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B WAl SHAL ARL [(BRAL UHISL sl — -l A5ER Ye, HIg AU5ER YU, i ol further
processing IO — - uddl (BR11] 2ig-] Ual-3Adl+ sHis 24Ul % GiR HI2L cost Hidl suld %
dul 8 d AR I~ treatments Higdl 215 % dRld © 2 i2El % marks Hoel. ulats (dsedl 219l 8,
A Al

Understanding 2AHolad, 214 2iee{Hi 48l oldiag - 1ust
v €35 (BRA AU UR 52 B d dull — SER YU U — i 2L URL § s % by-product d-tl AR clHiedl s1E
UL [FRUH S50 1] 5. 2 s dlst oldld & § il ad([5QL 21wy 2], AHowUL 1.

TQ 4.3 - PYQ 2026-Sep [6] (b) (i) - DESC - 2M - Pg 620 LEVEL | Easy
Understanding
Analysis 82Ul oslg 24 URRUR foiel dultal - 2 st
= Treatment by-product «ll e U AR AW &, ed AL AR (AL Al 5 — -l yeu, WG
HeY, 21 i further processing 181 — 1 U9l s ULl A5 dl.
r €35 (BRUMT AlssAU dvll & ) L A © i A-Al A process Hi L Al net realisation, § main
product -l cost A, & by-product - joint product 215 AQLg. HIA ‘credited' & 2q AHLL dAlsU Y -2ll.

TQ 4.1 - PYQ 2024-Sep [6] (c) - DESC - 4M - Pg 618 LEVEL 11 Easy
Analysis

TQ 4.2 - RTP 2025-Jan [19] (c) - DESC - Pg 619 LEVEL Il Medium
Analysis
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UsWL 12

Service Costing

13 (A - 36 adllgd usll - Hswd: B

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvcMi AL &

uddi sums

Level | — Comprehension & Knowledge 6.2% 260 Hiell 16 marks

Level Il — Analysis & Application 93.8% 260 Hiell 244 marks
u-l Level | =ytci Hulelell Il 4L USWUAL HIAL 6% marks Comprehension 24 Knowledge <Al 8, @12 UUR HI2 ICAI - 20-30%

AN

8. 2UER ddl o5l theory AT oig 2| & — UElHL @211 €35 mark sum BSAlA % HA B, led dUR| ed ARURY, dli2
A&l

www.scanneradda.com

(i 1: WRUA [Introduction]

L2P4-C12-TO1

Read first iUl — ICAI Study Material, Chapter 12, Service Costing — service Al aelld, 44 service
costing product costing 2l s¢ 2d "gg us 9.

www.scanneradda.com

NOTES

AR dgldd, Vi BriR du- UL % 53 U3 B. (i) Uelrllell Blet, services 23 & 24 e Asldl
-2l), 2424 services H12 SI€ inventory lg 2ll. (i) cost Hiudl 44 output  s€ €lladl composite
cost units <UAA €. (iii) Employee (labour) cost is a major cost element, larger than material cost
— manufacturing concern 2l ¢I61R @elg. (iv) administration overheads <l indirect costs S1€ UQlL
service -l total cost Al Hl2l (SR AS 8, SREL § service sector support services U 61§ IUR A
& 1 25 o service Yl costs - trace 59 1[5 Ad ASU 4 URL U €25 I s ALY UL
marks ARAHI dSARAL 8, isHi ¢lol 2Adl 2.
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inventory « slal2il statement «ll WUSIR % HEALS oA V. 2L USW €S operating cost
statement AHUIUAL costs 2l Alg total cost Yell 24 e\ takings Yl Al & — i opening 5
closing stock il 1l ugL «t2ll 44 cost of goods sold UL 21l service -l UAH{ ¥ stock
adjustment cuidl sl dl qHo%G § di cost sheet Al UsWL format 24S] GuLS) dlel 1.

www.scanneradda.com

Y il Yel % composite unit A WAAR] oi-ld . Q1AL HE2 SIS olllds ag slidl 2], ed
output A HPUHS HIU A2 AARUHS HIY oIS\ ellad us € — passenger-kilometre, tonne-
kilometre, patient-day, room-day. Topic 2 AW 2L % [AAR ©; i Al diyl, S1RQL § distinguish
-l UL 244 composite cost unit Al Ut 28 % AHAA ol o1l owlal] ©.

www.scanneradda.com
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Understanding 2aHolad, 214 2iee{Hi 4§l oldiag - 1ust
= €35 M| cost U URRUH UL duil — inventory -2l 242d stock valuation -2ll, composite units 2ied
output ol WRHIQIHT HU 8, i indirect cost MR slalll tracing $cll apportionment delR Histels] et

N

.

TQ 1.1 - RTP 2024-Sep [19] (b) - DB - Pg 623 LEVEL I Medium
Understanding

(v 2: Service Cost Unit and KPI

L2P4-C12-T02

Read first <l — ICAI Study Material, Chapter 12, Service Costing — service cost unit, composite

. Y . . .
cost units 21 equivalent service units.

NOTES

], G 98 Ad 2 O d 2Ad 2iSlH: 515 R 518 service § operation -l cost oLl HIu-L ¢
sl oLl SAU V; AHA composite cost units 5S 8. di BelsWl © Tonne-km, Quintal-km,
Passenger-km and Patient-day. S8 public transport undertaking operating cost per passenger
per kilometre H1d 8. uddi ctvul duil, uedl ol-AQL BelsAL AU — ol marks Al A3AUAHT 24124 o

“

.

composite unit ol Ad AN ASIY, A GlR oid-l AH UM O. (i) Absolute (Weighted Average)
basis — a summation of the products of the qualitative and quantitative factors: (Weight Carried
x Distance)1 + (Weight Carried x Distance)2 + ... + (Weight Carried x Distance)n. (ii) Commercial
(Simple Average) basis — 4RI I[RQUHS URAA 24§ HPAHS URUAHL 9RQUSIR: goods
transport H12 Commercial Tonne-km = Total distance x Average load. ¢id (1 ol 2SIl
AR Al2 o ULE AvL; UL ol AisSL WA UL 1L .

sy URot 5Y B, vi- Vi1l §25 ) US ©. Distance is the quantitative factor $1R8L 5 variable
cost d-ll U2 ULR AVl 8. Weight carried is the qualitative factor, SRQL § A%l variable cost U2
BRAR YUdl 2ll. cinema Hi 21 % d5 first class seat + second class seat 52di d€lR weight 24U 8, §1
§ first class seat Gl 9[Qlaxi-l service i Gll (it ©Ad .

ULE Avidl g B5Ag BELSAQL (MTP 2026-Mar). 215 truck Delhi &l 30 MT a6 lsdl 8, Agra i
12 MT BdR 8, ¢Sl Jaipur Hi, 244 Jaipur 2l 20 MT d€i4 Wl §2 8; ViR 230, 240 24 280 km.
Absolute MT-km = (30 x 230) + (18 x 240) + (20 x 280) = 6,900 + 4,320 + 5,600 = 16,820 MT-km.
Commercial MT-km = [{(30 + 18 + 20) + 3} x (230 + 240 + 280)] = 22.667 MT x 750 km = 17,000 MT-
km. (QauellAl ol dldHi ofd 52 8 d -lel: absolute basis Hi A leg UR dls-Mi VIR %5 load sid d
o dald © (Agra 24 Jaipur 923 18 MT, 30 sl), 4 commercial basis Hi loads -l 2132121 legs 1
UL UR ARl & 24 Ul AL iR A1 QU 8. ol B AL lell A2, 2 U 421l 5& & §
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dd sul elgdA 8.
Equivalent cost unit (equivalent service unit). @l two or more different grades of service use

common resources i each grade is assigned a weight and converted into equivalent units,
og-i(2ll grades AHSE i ARuALA ASRL dall il V. USWIAL 24SELL practical Usdle (S 2L o & —

www.scanneradda.com

hotel Hi equivalent deluxe room days, club Hi equivalent Bronze memberships, toll plaza U2
equivalent light weight vehicles, cinema Hi equivalent Classic seats. Weight 21H(-4 2\d grades <22
Ul 458\ sl (Bl ratio slU 8.

Understanding auosdd, 244 el Y84 aidlag - 1ust
= U, o bases du-l YA A2, 2 €357 25 BELSAL VUL 8 BlR ¢irl bases i A 21U ULl €35 58
Ad QU d 4 sl AS dA 24SEL % marks HA ©.

www.scanneradda.com

TQ 2.1 - PYQ 2019-Nov [6] (a) - DESC - 5M - Pg 623 LEVEL | Medium
Understanding

(i 3: Service Sector W12 Statement of Cost [Statement of Cost for Service Sector]

L2P4-C12-T03

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 12, Service Costing — service sector Hléi statement
of cost 2 d-l uRell pricing.

NOTES
Statement -] Ha9] 'Statement showing Total Cost per annum' €l & 41 oflog 5& UL AR d udel
€35 cost A dy UR alld] gdl 8. 9 working €35 item A d-ll UldiAl QUAEL AR $d &: rent
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per month x 12; depreciation = cost of equipment =+ service life; licences and permits renewed
every six months x 2; utilities per quarter x 4; AMC per month x 12; insurance 21 marketing dl
dllls o 8. AHUOUA statement Al BIE % A UL UR dldl, Vi SRAHI 2is21SId ctdlell —
method -l marks i % USdl ©.

Usage U AR costs facility viedl 28l sl d selsl uell sitit 8, occupancy Ul Sl fitness
club -l G<RU1 electricity 212€ 25 days x 16 hours x number of months x units per hour x rate per
unit, % dvi-l 9GEL EL consumption rates clloll ¢l LA HIZ AL AL AR 8. Occupancy U
duRpd 8, equivalent units ¢igldl HIZ — electricity 4 Hual HE ASL.

www.scanneradda.com

ued\ profit, uedl price. Statement Total cost per annum WR Y2 A 8, uedl Add: Profit 25% on sale
or 1/3 on cost, Ue9| Total amount to be charged. profit -l 2Lo€l i+l cil: on sale U2 SCS_C:L
margin (membership fees U, takings U2, revenue UR) BHdli usdi $adq us — 25% on sale is 1/3

www.scanneradda.com
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on cost, 20% on sale is 1/4 on cost.

Equivalent units %€l €L plans A 215 % V& UR cld 8. club Hi Gold fee i Silver sdi 1.5 281 &
24 Silver 1 Bronze sdi «H@ll, 2@ weights 2 Gold 3, Silver 2, Bronze 1. US| capacity U2
occupancy @2ULSt (200 x 100%, 200 x 70% and so on), U9l weight, UgSl €35 -l H[S-I-l qvl
A2 R 3,920 + 5,920 = 9,840 equivalent Bronze memberships. Rate per Bronze = 98,40,000 +
9,840 = 1,000, Silver = ¥2,000, Gold = ¥3,000. AR fees -l AURAA 5€l 4 cl; Ul 2Mdl Bud-
olauiadl o weights oliel.

Application [Fud @dusdl - sum GSedl - 1 ust
= AL Euilcll doissIHi S1H S2A: total cost per annum, profit GHUL UglHl aydal-ll s, uesl equivalent units
21 base unit €16 rate. €35 deiss1 UR et ysi; 2is2UQld-Al 28 o gl structure AL marks JHId €.

= equivalent-unit - table working note Hi s, %4 weights uddi occupancy dBldl sld 24 weights uesl
H(&HL dlel sl

PQ 3.1 - RTP 2026-May [16] - Pg 625 LEVEL Il Medium
Application

(<t 4: Transport Services j Costing [Costing of Transport Services]

L2P4-C12-T04

Read first <™l — ICAI Study Material, Chapter 12, Service Costing — transport services :_L costing,

operating cost sheet 24 passenger-kilometre dall tonne-kilometre -l ASHL.

NOTES
cost unit composite % € — passenger transport qe passenger-km, goods H(2 tonne-km (Adl
MT-km, ton-km) — 24 statement 212€ QL blocks <llull Operating Cost Sheet: (A) Standing
Charges, (B) Maintenance Charges, (C) Running Charges, UgS\ Total cost before commission and
profit, usdl commission, passenger tax g profit, ygdl Takings. ©el Gl insurance, road tax,
licence and permit fees, garage rent, depreciation 4 office and administration overheads <
standing block i li% 8; repairs and maintenance, tyres and tubes maintenance block Hi; diesel,
petrol, oil and sundries running block Hi. 52¢ls Gl d- ol 9% blocks Hi AH2 € — Fixed Charges
244 Running Cost; ¢l layout Al& 8, URL blocks U AHd i Uzl-ARdloll sldl 95 o5l

2isRuE item Al (9l scll (Hum: Ut o Ad dA owQUd d Ad o def aallsWL 52U lorry AL U U+l
Scanner | Uldl-l el U 5@ € — cost of engine oil and repairs may also be treated as fixed
cost, as the question relates these with time, i.e. in weeks, instead of running of the vehicle. 212@

per week or per month S&¢l cost standing charge € 1< per km or per 100 km $$@l cost running
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charge 8, ™d Sl:i A4 21 d S Driver's 244 conductor's salary U@L 21l % SALRRAL A2 8, 24 d
1A 21 BRH running block Hi 21 oflestii standing block Hi eslal HoRl. d¥ sy treatment ellg]
Vi AL HI2 d s Al Aull; marks SRELWHN 21d O,

Ll BeiRiMi depreciation ARQL ol 3U 24d & — Ul HUS o3 25l 24 d o ell. ol life i
SlU Ui (Cost - Scrap value) + Life in years; i life kilometres Hi 24Ul8) SIU Ui Cost + Life in
kilometres x kilometres run, -1l depreciation running cost ol-{l U 8); 2 Tl AR subsidy
2ULES Sl Ui (Cost - Subsidy - Residual value) + Life. Tyres - depreciation da-il Uil life in
kilometres UR A2 QU 8, i -ASS] UG 2Aldg replacement amortised A 8: dls-HL life
€(HuH replacements l 4uUL QUL €35l cost, UL life, w4 HIRLS 2isSL HIG UL 12.

cost olitidi uddi AR atitil. Total kilometres = round trips x 2 x one-way distance x days per
month x months — o5cll 24 WIES] 21ecll ¢idl legs AQUU &, cdls MG Sl & - Sl Passenger-km
= total km x seating capacity x occupancy ratio. Absolute tonne-km i €35 leg -l WWRHl load d
leg Al 2R A2 Rl ARl A 8; 1,72,240 ton-km slacll goods Aloll Bk €9 HASAAL up i
down cos- HI2 ¢RAGR 4L % 52 ©. Commercial tonne-km i average load 4 sUlldl AHdR A2
YRQUA 8. UULA o4t A 8 § vl uied) 24ddll leg of tonne-km ugL ALl €9 kilometres elsul €,

tonne-kilometres -$l.

ol W commission, passenger tax § profit - takings -l 2512 215 4S5l 52 Ul Bl s1H 59 US
— VLR takings B, cost L. ol 3u 241d 8. Adl¢: cost before commission and profit 21 takings -
65% 8, 12 commission 10% - profit takings -l 25% Sl AR takings = 21,84,000 + 65 x 100 =
33,60,000. cilowat(BLc{l2: let takings = x; x = cost + 0.10x + 0.15x, so 0.75x = cost; 241 passenger
tax SlA AR X = 7,25,800 + 0.22X + 0.25X, BHi2ll X = I13,69,434. 9i profit 20% of total revenue
S&ll Sl Ul GeR I8 & § 2 25% of total cost B2cll % 8. AH|SWL oidldl — method -l mark
AHSWIAL 8, HRUSRAL esclloi-l ST,

semi-variable maintenance cost + d&dl ¢l c-{l HU[Edl UR high-low method duAA 8. Variable
maintenance cost per km = difference in cost + difference in kilometres = (46,050 - 45,175) +
(1,60,200 - 1,56,700) = X0.25 per km; Fixed maintenance cost = total maintenance cost - variable
maintenance cost = 46,050 - (1,60,200 x 0.25) = ¥6,000. U&| [AARIENA a1 dlfs cost wed

(kilometres x 0.25) + 6,000.

ol fare classes i contribution < format. i 2As (-l passenger W2l ¢1HE] ARl
equivalent passengers i 52cll — full-fare dlowl ¢l dIR AR, half-fare clowl S AR — cost - 21
equivalent {va(ell G191, 4 UHIGIHI A&LRL: mini-bus Aol BTiR ¢sL iR HI2 ¥1,541.11 A4 dioll
iR HI2 ¥1,541.11 x 2 = $3,082.22 AWMU V. airline -l U 2L (Al dIS © 244 d-ll Gk marginal
costing -l Ad AU B: fare collection, ¢IE variable costs (fuel per flight, food per passenger,
commission as a percentage of fare), “I¢R contribution per flight; ¢ll¢ fixed costs (lease and

landing charges, salaries of flight crew), ¢ net income per flight. i 1dls increase in
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contribution U -sS| & 9, passenger-km €16 cost UR el

Application [Rud @dusdl - sum GSadl - 14 usit

= cost statement USdi working notes 2l A3 s — total kilometres, passenger-km s tonne-km, 2 s
semi-variable (Ao, UL €35 ldl dutl UR AR & i dH-Al marks AL ©.

www.scanneradda.com

= €35 block (A), (B), (C) -l Ual-4Rdloll 51 21 totals 12l BARL 2is2UBldt AR SlU dlU doid adR-
{551l SR presentation Al marks OJ,Hlfl .

= U 9F2al £2LIRL YA dRdl EURMI per-unit Bt dull, - sUL 2AsH & d UBL dvil — per km, per
passenger-km 24 per tonne-km 21 s % statement Hi2ll -lsadl AQL el BeR ©.
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PQ 4.5 - PYQ 2022-May [1] (d) {C} - 5M - Pg 636 LEVEL Il Easy
Application
5 PQ 4.12 - MTP 2026-Mar S1 [1] (c) {C} - 4M - Pg 649 LEVEL Il Easy
2 Application
= PQ 4.4 - PYQ 2021-Dec [3] (a) - 10M - Pg 633 LEVEL II Medium
c Application
; PQ 4.6 - RTP 2022-May [10] - Pg 637 LEVEL II Medium
S Application
PQ 4.7 - MTP 2024-Mar [2] (a) - 9M - Pg 640 LEVEL II Medium
Application
5
2 PQ 4.8 - PYQ 2024-May [2] (b) - 6M - Pg 642 LEVEL 11 Medium
= Application
PQ 4.9 - MTP 2024-Jul [3] (b) - 8M - Pg 644 LEVEL 11 Medium
= Application
: PQ 4.10 - PYQ 2025-Jan [4] (a) - 8M - Pg 645 LEVEL II Medium
3 Application
PQ 4.13 - MTP 2026-Apr S2 [2] (b) - 7M - Pg 649 LEVEL Il Medium
c Application
s PQ 4.14 - PYQ 2026-Sep [3] (b) - 7M - Pg 651 LEVEL 11 Medium
= Application
E PQ 4.1 - PYQ 2018-Nov [4] (b) - 10M - Pg 627 LEVEL II Hard
“ Application
:
z PQ 4.2 - MTP 2019-Mar [5] (a) - 10M - Pg 629 LEVEL Il Hard
Application
PQ 4.3 - PYQ 2019-May [4] (a) - 10M - Pg 631 LEVEL II Hard
Application
PQ 4.11 - MTP 2025-Jul [5] (b) - 6M - Pg 647 LEVEL Il Hard
Application

www.scanneradda.com
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(i 5: Hotels 24 Lodges -1 Costing [Costing of Hotels and Lodges]
L2P4-C12-TO5

Read first <l — ICAI Study Material, Chapter 12, Service Costing — hotels 24 lodges q costing,
room-days 21 tariff sS\ 5.

www.scanneradda.com

NOTES

cost unit ¥12d room-day, 244 U4 working note &+2li room-days -l 213l o iU O: number of
rooms x number of days in the period x occupancy percentage, USRAR |S AN Ui U 58
Ui 360 days in a year €RL. uglq oiff — attendant wages, lighting, electricity - apportionment,
tariff <l e1lows — il % 2isSL WR Ble] B, ved d- uddi s1élH deid 3 €l.

www.scanneradda.com

ol room types d22 tariff g€l Sl Ui Alell AUl room il equivalent room-days Hi §dl. super
deluxe o rent deluxe Sl 2 2] 24 luxury suite 4 3 31Q] €, i2d equivalent deluxe room days =
(32,400 x 1) + (16,200 x 2) + (8,640 x 3) = 90,720. Ug9\ let x be the rent of the deluxe room, 2124
total takings = 90,720x, 21+ d- cost A1 Bsdl: profit takings -l 25% S Ui 90,720x - 22,680x =
16,66,98,000, “BHi2ll x = 2,450; clIS\-l tariffs ratio UHISL Al U 6.

off-season -l 92 ¢{lo statement ei-llclld €], equivalent full room-days 2l et 8. @i € off-
season H[&-L HI2 2»{5% rent Acld Ul season -l 28,800 room days UL AL 21 off-season -l
14,400 room days 50% = 7,200 2111, 2d ¢lloss 43,200 actual room days -l 111 36,000
equivalent full room days 2. Total rent + equivalent full room days = ¥158.72 1 season -l €2
8, 2 off-season rate is 158.72 x 50% = ¥79.36. 3| cost SUL 2isS| AU & d Fl: room
attendants A VuR-l occupancy UR Ysdld 8, ved &H-j, dd 15 x 43,200 room days 0,
equivalent 24isSL U2 sl

www.scanneradda.com
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AU 2UULRA cost A UH AU 5l season A YA aidl. hill-station dlou Griui
(Qratoni-L H[sHL 2ureuel part of the off season 8, vled [RQRUGL Riciu-L 2415 HSAL 242d ©9 peak
Y(SAL axdl ol off-season (&L, 24 lighting AL LA 21U € — 200 rooms x 80% x 6 months x
2110, 200 rooms x 40% x 2 months x 110 21- 200 rooms x 40% x 4 months x 30 — §d
¥1,32,800. Lighting AsIAEL rooms U2 A2 8, SREYL § €2 s H[&-1- YA occupancy -l BUUR Sl

“

.

www.scanneradda.com

§2 s AR profit -l A€l % 2isA(TUd 8\ 53 ©. Profit margin 20% of room rent is the same
as 25% on cost, 21 25% on total taking 2124 total cost 2 takings -l 75% ©. Profit < Total Cost
U9l A3 L2l S GURL 24 WAL Bl 52 B dH d-il UR Gl clu- vl €l

Ui U tariff A ¢led room type WHISL profit HI3L Ui layout HeAlS columnar profit statement
A1 8. Columns 212d room types 244 21§ total; rows 2l $4: room-days, tariff per room-day, Total

Revenue (I); housekeeping expenses per room-day (I1); breakfast cost (I11); swimming pool cost (IV);
salaries to staff apportioned in the given ratio (V); electricity apportioned in proportion to

www.scanneradda.com
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occupancy, i.e. in the ratio of room-days (V1); Profit =1 - Il = Il - IV - V - VI. double occupancy sid
i culsd €16 charges room-day €16 ¢HRLL UL 8 — <(s<t €16 T150 Al breakfast $300 per room
AL A Ulsdt €16 200 -l pool 400 per room — 24 o5 Y[Aell 1A s % adl-L room A Hged
2ULE S d HIAL 2 % column UR U3 ©.

www.scanneradda.com

Application [ud @ausdl - sum GSadl - 3 ust
= uédi room-days, ¢ilog equivalent room-days, A\ cost statement, B¢d tariff. s Glell saell 2dlell ay
marks dlai ol workings €218 U ©.

* base tariff G5cdl dutd x Hi AHSAQL cvil 24 ULl UR o BSel. AL rent AL 24isSL UR §el a2l profit -l
(s Il marks T 9.

www.scanneradda.com

PQ 5.1 - MTP 2018-Mar [5] (b) - 10M - Pg 653 LEVEL Il Medium
= Application
.',f PQ 5.2 - PYQ 2019-Nov [3] (a) - 10M - Pg 656 LEVEL Il Medium
E Application
E PQ 5.3 - PYQ 2023-Nov [3] (b) - 10M - Pg 658 LEVEL 11 Medium
b Application
z
3
H

(™ 6: Hospitals « Costing [Costing of Hospitals]

L2P4-C12-T06

Read first <l — ICAI Study Material, Chapter 12, Service Costing — hospitals 1 costing, patient-
day -l 254 244 patient days Hi break-even.
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NOTES

cost unit ¥i2d patient-day, 24l U&¢ working note du- 2Ll 8: €35 dUAAL (el d duoum
A5l beds 12, AdlA, cdl ¢S dlbal diRiL beds. critical care -l GiHi (50 beds x 200
days) + (30 beds x 105 days) + (20 beds x 60 days) = 14,350, plus 250 hired beds = 14,600 patient
days; intensive care <l G4 (100 x 120) + (40 x 80) = 15,200, plus 400 extra beds = 15,600. G113
dldel beds URL patient days Hi 21U 8, SIRQL S dH-L UR €€l AsRAL sdll.

www.scanneradda.com

Hospital -l Uli-ll Bk marginal costing -l 3UMi 24U 8, &L block <llell operating cost sheet dRls
A8\, Statement 24+ Ald 8: Revenue (patient days x charge per day); less Variable costs; =
Contribution; less Fixed costs; = Profit. el Contribution per patient day = Total contribution +

Total patient days 2111 Profit per patient day = Total profit + Total patient days.

(S ULE AV, SRYL § oid Al BRI d is 9 8. Variable: food and laundry services,
g€l ULl ectAl, doctors' payment, caretaker 2 g€l 1l 0{1@ services, V11 dElRIAL

beds -l hire charges. Fixed: building rent, managers', supervisors', nurses' 24+ ward boys' <l UdLI2,

www.scanneradda.com
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repairs and maintenance, ARAR 12 Alell 4 AR sl dell oxygen -l cost, unit UR allocate Al
administrative and general administration overheads, 21 equipment U.Q:i depreciation. Doctors'
payment variable & SRS § fees Sl A AvUL A AHBL AUAL AHUAL HER YSAR O —
Ul SHRll VM 5 % 8, i B dISU % Bl treatment Al AUHUR O,

www.scanneradda.com

Al Gl 98 ©RRIL AW 8 d ddl UL dwl. d-l Uldi-l il 5& © § delRi-L beds -l GlUL charges
semi-variable cost 8; d4 ©9di ANl VIdR dH- variable cost 21Ul . 21 12l dHRL GeiMi euil %
AUl ol U life 4 eled €2 AU Ui depreciation 15% per annum on original cost .

Break-even patient days Hi Yot 8. Break-even point = Fixed Cost + Contribution per patient
day — %1,63,51,000 + ¥1,605.103 = 10,187 patient days, 24 10,74,000 + 3112.50 = 9,547
patient days. patient day €l contribution - G<l? %52cl £ligl Avl dedl AV dd A%s-1 3L uR
sl 522l break-even -l AisSL Wl o 8. GxiR patient days | vl 8, e€RAIA] AS] 244

3RAL ST

www.scanneradda.com

Application [AuM @ausdl - sum Gsedl - 2 ust
= statement Ul patient-day -l 2192l working note Hi 3sl, @Hi beds 1 (Bl €35 Ul Uldi-l
Al2HI S 244 LS dldel beds ©9ed GHRAU.

www.scanneradda.com

= cost -l ULElH Ul-l U % variable 244 fixed Hi d&l, U9l break-even UR 5di USdi patient day €16
contribution §lal — UL ¢l G191 A % Vs AisSL U] Ald ©.

PQ 6.1 - PYQ 2018-May [4] (b) - 10M - Pg 659 LEVEL Il Medium
Application

PQ 6.2 - PYQ 2021-Jan [5] (a) - 10M - Pg 662 LEVEL Il Hard
Application
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(G4 7: IT 244 ITES f Costing [Costing of IT and ITES]

L2P4-C12-T07

CONCEPT BASE — uicUIR Y¢il s16 udlear-ust -2l - y2 duidl w2 vudus

Read first <™l — ICAI Study Material, Chapter 12, Service Costing — IT 2 ITES undertakings -j,
costing A1 Ul <ULl cost units.

www.scanneradda.com

NOTES
Scanner Hi 4L [y U s ULl usl ULl 42l — d concept-base (U €9, 212@ d- €1 marks -l
ARQLARA oied g5l theory AL U HIZ AUR 83, 241 Study Material Hl Uldi-{l cost units 244 cost

www.scanneradda.com
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heads -l AllHiall % dUR 2. Study Material Hi ¢ R - Sl 2Aq format Ui des o2l Al

USAWUAL 1M LA Ul Al ] 2 8, 24 marks 2A+tL HARL: service Hi no inventory Sl 8,
employee cost is the dominant element, 24 indirect costs total cost -l Hl2l (SRl AS © —
Introduction i 24 AR AR AUSEL WA aSIRall &ld] US 8, $H & services undertaking C2Le42L
BV Y] HIQRIL 4 support cost o5 ©.

www.scanneradda.com

2L USWQUAL Al A5l el BRIl costing -l Uggld S1E UL per-unit QLR HI AAHA Al
©: identify the costs incurred exclusively for the service, add the share of common overheads at
the percentage the question gives, 214 divide by the number of service units handled in the
period. loan-processing -l Gl (Topics 9 24 11) cost per application ¢RAAR 4L % Ad aid 8, i1
2] o ARQL WA IT & ITES Al AL UL UR uLsel.

www.scanneradda.com

(e 8: Toll Roads 7 Costing [Costing of Toll Roads]

L2P4-C12-T08

Read first <l — ICAI Study Material, Chapter 12, Service Costing — toll roads j costing, BOT
(G121 244 toll rate Al AARIARL.

www.scanneradda.com

NOTES

BOT, G+iRl %5 2AGEl AU 8 dMi: BOT 21 qSR HI2 18R projects - w21l &l ATudl-l s [Asey
8. BOT @501 vil-2{l &1t facility -l design $2 8, AR YA ULS B, clidl © wd Adld 8, 2 B2 s
53¢l concession period UeSl HU(AS] ARSRA doiEld AR 8. ol UL 2SIl A AUl Hed Rigid

UQL GHRL: if the price for a transport facility is set at a level that reflects the benefit each user gains
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from the improvements in the facility, it will result in traffic flow levels that equate social costs
with user benefits. Concession period ed A Ul T3 HI2 ASLEL ul@ dladl infrastructure

Adldail 92 U B.

Toll rate «li Yall, HRAGR %BH UL & du: Toll Rate = (Total Cost + Profit) + Number of Vehicles;
241 ds(eus 2Ad User Fee = Total Distance x Toll Rate per km, rounded off to the nearest multiple
of five. 2L €2+ Al Acitl road users A YLURHR HAdL AL A2 sldl SSU — led & fuel
savings, travel time Hi J&lRl 244 AR riding quality — A L &L, theory Al GriRu{ AIH dvidl ogdl.

www.scanneradda.com

(5L U ARAIR 21d 8, 2 Gl Uldli-l ULEN 9 WHIQL B: Land acquisition — Capital

Cost; Interest expenses incurred for servicing term loans — Operating expenses; Material and
Labour — Capital Cost; Toll collection expenses — Operating expenses; Contingency Allowance —
Capital Cost; Periodic painting cost of railings etc. — Maintenance Cost. (Gau2lAl1 95 Alsld © d

Alell: term loans IR-j, 9% operating 0, capital A8l

Statement capital cost | concession period U UlYR € 24 ugdl 2 dua-l operating and

www.scanneradda.com
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maintenance cost GHR ©. Hﬁé-il:i Appropriation of capital cost 212€ project cost &11u1 yed —
900 crore + 10 years U Uladi H[SA 7,50,00,000 — i H[SHIAL cllsl UL 2 9 LR 2R
8, 120 crore dls-l 10 years UR 2124 1 crore vehicles a month. ol Wt [t €ls ysil sl i
concession period in days = 25 years x 365 = 9,125 days 24 (€<l cost 2424 including
administration and toll plaza operation cost U[&d-l §¢ project cost 12l 2 (Eqdl. Cost per
kilometre = Total cost + length of the highway 21 242l HIRIR( ©; d- cost per vehicle A& eladell
A&l

www.scanneradda.com

a1l 9gel el ddll equivalent vehicles &l Ao B, Ul AL weights <AL UHIQEL. 5%, 20%,
30% A4 45% Al weights -l ratio 2 1:4:6:9; 2.5 AR 4 2 QUL -ASS| 53l toll charges -l ratio
AR 1:2.5: 5. €35 adlHL traffic A d-il ratio 412 LU, equivalent vehicles -l Aauoll 5, ajedl-l
M R HP{A base rate sl2l, Ul adldR €2 HI2 base rate + €35 ratio A12 QU —
£19.06 x 1, x 4, x 6 and x 9; 2AAdl 26, 65 A T130.

www.scanneradda.com

traffic -l AQLARANI ol dsaRL, cid YS sward dell. Exempt vehicles are removed before
equivalence — dollo{l 52152], AULAGUL 244 UAUS AlRAL HI2 AUl 10% light vehicles olle
$dl charge 52\ ASU ddi 45,000 & 8, 50,000 Sl return journey concession toll A sl uel
equivalent QAR €r21$ ©: Wiesi §ctl 30% light vehicles 25% g sd (L 45,000 - (45,000 x 30%
x 25%) = 41,625 equivalent return vehicles A, 214 -Adl €2 2424 unchanged revenue divided by
the reduced equivalent number, ¥23,40,000 + 86,625 = 327.01.

www.scanneradda.com

gross up Sl Uddi profit -1l 21l didl. 30% profit over total cost 212d total cost x 1.30; a 20%
profit margin over total takings 2124 takings = total cost + 80%, 24 US| <2(clR €2 3,00,000X +
75,000(5X) + 1,25,000(4X) = 11,75,000X = takings Hi2ll Gsclld 8. X Hi s o AH$AWL duiq A
Al Uegdl 8 4 Uil UR SRal %G .
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Understanding auostdd, 244 deeiMi Y814 aidiad - 1 ust
= ol HPR(: BOT (G214 Q) 8, 214 toll rate 58 Ad AQUA 8. 6{la-l Bk YA RS 4 d-l Astil-l
A1l A1 AL — marks i o elal Al ©.

= BOT Auo3tdcll auid concession period 24 d-l 2id g AR 8 d UQL 241aR] dl. dHeldl-l ald o (aaueil:l
INEX)

www.scanneradda.com

TQ 8.1 PYQ 2021-Jul [6] (d) - DESC - 5M - Pg 664 LEVEL | Medium
Understanding

Application [ud @ausdl - sum GSedl - 4 ust

= equivalent-vehicle :_L table working note i 118‘[, ogui traffic, weight, ratio 24 equivalent vehicles il
columns &1, U9\ 215 9% base rate 5184 d-il Ul adlaR €2 diril dl.

= capital cost - statement Hi % concession period U UIURL, 41 HPUSIR edldl — disell 21 dlal-L vt

www.scanneradda.com

marks €.
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£
3 PQ 8.2 - PYQ 2023-May [1] (d) {C} - 5M - Pg 668 LEVEL II Medium
E Application
H PQ 8.3 - RTP 2024-Sep [16] - Pg 670 LEVEL II Medium
a Application
:
e PQ 8.1 - PYQ 2020-Nov [5] (a) - 10M - Pg 666 LEVEL 11 Hard
Application
PQ 8.4 - PYQ 2025-Sep [2] (a) - 10M - Pg 672 LEVEL Il Hard
Application

Analysis ©&WslH oslg 24 URUR Aoiel duRdl - 1 U8t
= o sl concession § exemption traffic Hed Ui €2 53 ARl USHl dull § sUi dls-l olle Ui § el
24 AL HI2.

www.scanneradda.com

TQ 8.2 - PYQ 2024-Sep [4] (b) - DESC - 5M - Pg 665 LEVEL Il Medium

Analysis

(A 9: Aet(Qis AL Costing [Costing of Educational Institutions]

L2P4-C12-T09

www.scanneradda.com

Read first il — ICAI Study Material, Chapter 12, Service Costing — 21&i(Sls Ul costing, 24

service department i cost per application.

NOTES
U 9B AHUAS AU d-il U batch il cost aliell, sallsA 165, training clol G 24
AN 52 B hall charges 325,000 x 25 weeks; honorarium 33,600 x 3 sessions x 5 days x 25
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weeks; travel reimbursement X500 x 5 days x 25 weeks; refreshment 31,200 x 25 weeks; weekend
lectures 35,000 x 2 x 25 weeks; trainee support services 32,020 x 25 weeks — Total Cost
$23,68,000 for one batch. l&ll 5§ weekend lecture -l fee inclusive of travelling and refreshment

s&cll 8, vled A ol lectures HI2 A ollold §¢ dtlRl] BHRIG 2ll; inclusive S&¢ll cost - gross up
SRl 2.

cost stacll Hi2+ll minimum fee Vi2d total cost @112l Y3\ seating capacity — %23,68,000 + 320 =
37,400 per trainee. minimum 2ol 242] 21 § duli profit Al -l A2{l; ol Yell SIS L d A 1l U
Yell margin GHR2Ll el

www.scanneradda.com

9%l profit margin fee U S1™ cUi MdLcli USdi gross up $2A. 20% profit margin on the fee = 1/5
of sales or 1/4 of the cost, 2@ CR;LC-tClH'l §d fee AU %23,68,000 x 5/4 = 329,60,000. trainee els
14,800 AUl d-il 112 29,60,000 + 14,800 = 200 trainees 181, 44 minimum percentage of batch
size = 200 + 320 = 62.5%. B2+l GlR capacity -l 2sldRl 8, trainees Al AvUl AEl — HPR] 12l

www.scanneradda.com
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ail.

2L (AU S50 YUKl loan-processing -l Ul 21 % overhead -l o101 UIAR € 95 UL USWIML
dRAR Al 8. 11,000 -l legal advice cost one specific education loan 4 @3l ©, 2124 d in full
education loan service UR A2 € i taken out of the overhead pool before the share is applied:
Overhead cost = 30% of (316,40,000 - ¥11,000) = ¥4,88,700. § processing cost 2@ salary
£21,60,000 + legal advice 11,000 + overhead 4,88,700 = $26,59,700, 21 cost per application =
$26,59,700 + 500 = ¥5,319.40. UUARLc Wl2l Btk WL T16,40,000 -l 30% d € 24 ugdl 11,000
53| GHR ©, Vled s % cost ol dR AU WA V.

Application [FuM @ausdl - sum Gsedl - 2 ust
= cost Al dldlAl Ut ¥ s U d o s ctul], €35 AT SRIMI IYRUSR oldlell, w44 s o 'Total cost per
batch' U2 A4l 53U

= S{loyt MPHL % YOR] & d o UL — batch size Al 251AR]l — 44 d 58 trainee vl A1l d oldidl.

PQ 9.1 - MTP 2024-Dec S2 [3] (c) - 2M - Pg 675 LEVEL 11 Easy
Application

PQ 9.2 - PYQ 2026-Jan [3] (b) - 6M - Pg 675 LEVEL 11 Hard
Application

(<t 10: Insurance Company j Costing [Costing of Insurance Company]

L2P4-C12-T10

Read first <l — ICAI Study Material, Chapter 12, Service Costing — insurance company q costing
24 cost per policy.

NOTES

total cost LSS Ad UL i 2AS O, w4 d-l Aleell-Al % uSdl mark 8. Total Cost = Total
insured value x Cost per rupee of insured value — 3,500 crore x 0.002 = ¥7,00,00,000. A §d
isSL 55| UG o Ul UMl 2AAL costs d-l {12 qgami AsAU 8, 2 % 28 cost viLd] urdl
SlU d olieatsledl Ha 8.

A Ul 24el AR activity heads 121 24t 4 2Us4l: (a) Marketing and Sales Support — cost of
marketing of the policy, policy development cost, sales support expenses; (b) Operations — claim
management cost, policy issuance cost, policy servicing cost; (c) I.T. Cost; (d) Support Functions —
office administration cost, employees cost, postage and logistics, facilities cost. sUl w2l sul head

{2l A B d Ule Avll; marks g WSl 8, 2SS dl 1L AaAA % D.

oAl head 124 balancing figure. I.T. Cost = Total cost - (Marketing and Sales Support +
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Operations + Support Functions) = ¥7,00,00,000 - (32,05,90,000 + 31,29,75,000 + X1,43,35,000) =

2,21,00,000. dA statement Hi [Balancing Figure] Axie Al oldldl, o32ll ulaisd euid § d si3el
0, elRdl 2.

Cost per policy = Total cost + Number of policies sold — 37,00,00,000 + 2,800 = 325,000 per
policy. M1o5s policies -{l vl &, insured value -&l; insured value cll total cost 455\ salM{ Uldld
s 53 Ys 8.

Application [ad @dusdl - sum GSadl - 1 ust
= uédi insured value U2l total cost QI 24 d-l statement GuR @l €], %32l balancing figure - sUs A
Hadald Al
* ARY heads A A&RALNL blocks 215 % §A — U21-ARKALGNL ERAL column Hi i §E AXA HS(R-L
column Hi — ¢RIeR U Al G 52 V.

PQ 10.1 - PYQ 2021-Jul [4] (b) - 5M - Pg 677 LEVEL Il Hard
Application

(™ 11: Financial Institutions Hi Costing [Costing in Financial Institutions]

L2P4-C12-T11

Read first il — ICAI Study Material, Chapter 12, Service Costing — financial institutions i

costing, 24 loan application il processing -l cost.

NOTES
cost unit ¥12d processing AU 215 loan application, 24 statement columnar 8: €35 US1-\
loan HI2 1S column 14 s total column. ©9MUEl G % sH rows d © d sH: Employee cost (H12
| 9% UsIR-| applications U AsIEL staff), Apportionment of branch manager's salary, 2is %
dl2lMi dldel Legal charges, printing and stationery and advertising expenses, Other expenses,
24+ Depreciation. H(>l employee cost % direct ©; oliS\-l €35 row Ul 2 loan type 4 5[013{@{1
branch overheads | 2slaR12A apportion 211 0.

apportion Sl USdi €38 cost - 215 % AHUUNL UR dldl. Other expenses given per quarter
are divided by 3 1+ depreciation given per annum is divided by 12 534 H[&-l U ddld 8, SREL
8§ branch manager -l WLR 244 o{lost Wl HIRLS © 244 applications H[S-L €l 1L 8. USdi
apportionment 4 Ul 3UicR 522l Al Aissl AlsA © -l ASIRARI %5 UL AS] 2.

U ol ARLAAVAL <R §2cll & 8. Cost of processing one application = Total cost of that loan type
+ Number of applications processed — 2,48,000 + 496 = ¥500. 24 Glel2l Ad Number of
applications = Total cost + Processing cost per application — 31,88,000 + X500 = 376 applications
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— opui Ul 58 § ol loan types H12 application €16 cost AU 8 Ui AL AURAY .

ol WILIR Uld o 441Ul S1U Ui Al x AU 24 application €16 ¢idl costs 4 Audl Ysl. s Uelel W
AQL A 0{'1‘@ UR AR professionals SlU AR total cost -l rows 2AlA 45,000 + 3x 44 33,750 + 4x,
214 application €16 cost Auil ¥seli HA 1,500x + 2,25,00,000 = 1,600x + 1,35,00,000, 2124 x =
$90,000. Ul UdLIR 2R 3x = ¥2,70,000 24 4x = 3,60,000, 24 cost per car loan application =
(33,750 + ¥3,60,000) + 500 = ¥787.50. A58 el oictidl; marks A+{51 444 dul Yeu Y-l
8, a2l HPUSIR-AL S

www.scanneradda.com

Overheads H12t 58 251cR1A % apportion 2 € — lSIHl &2 branch UIRL % & 8. i 20%
25 Uell UR 444 15% oll%) UR %1 i branch -l overheads -t 65% branch -l ¢{l%) services -l ©
1 2L statement Hi €L 24l 2l 251aRA 100 Yell usiAlsal-l §or uisall A&l

www.scanneradda.com

Application [RuM @ausdl - sum Gsedl - 2 ust
= Usdi Total column A table €RL, dHi HURLS AisSL MR, 244 U] €35 251AR] LS| AALST — d-lell
apportionment S €9 A 1d % ASIRAL O,

= ORU| UDLR AU SIU Ui 2SS lRelld HEA x A LUl table Hi @8 1Al U] GiR GRACR A % $

N

www.scanneradda.com

0.
PQ 11.1 - PYQ 2022-Nov [1] (b) {C} - 5M - Pg 679 LEVEL 11 Medium
Application
PQ 11.2 - PYQ 2026-Jan [3] (a) - 8M - Pg 680 LEVEL Il Hard
Application

(i 12: Power Houses 12 Costing [Costing For Power Houses]
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L2P4-C12-T12

Read first <l — ICAI Study Material, Chapter 12, Service Costing — power houses Hlé-i costing
244 kilowatt-hour €s cost.

NOTES

cost unit i2d kWh, i1 statement Hi & columns — 'Per annum' 44 'Per kWh' — Sid é, 3 fixed

www.scanneradda.com

21 variable blocks Hi d&ARIEL 8. Fixed costs: plant supervision, administration overheads,

insurance charges, depreciation; Variable costs: operating labour, fuel charges, lubricants, spares
and stores, repairs and maintenance, 21+ coal cost. €38 block M12 4 gt H12 kWh €15 isSl

Ul — ¥3.87 fixed dll ¥3.27 variable 2124 %7.14 per kWh — $1R8L & 2L ([deior-t o Uil Yel 8.

Depreciation capital cost U2 €3 QU ® — 5% of ¥3,10,00,000 = ¥15,50,000 per annum — 11 d
fixed block Hi ¢id €. Coal cost KURAL Sldll -2l generation -l ratio Hiell st ©: (units generated

www.scanneradda.com
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+ kWh generated per kg) x rate per kg, 212d § (16,50,000 kWh + 7) x $4.75 = $11,19,643, 21 d
variable block i 214 .

Captive power plant QL cost blocks Hi HiSld €, 24 @5 $H. Boiler House Cost (1): du2AA€l coal,

freight, loading and unloading at the stated percentage of the coal value, oil, water, depreciation
of the steam boiler = (cost - residual value) + life + 12 for a month, 24 boiler house il SlHE.lQ‘lj

dd-l grade WHIQL; UsS\ Less: recovery from sale of ash, 9 1l % block -l iR olle A V.

www.scanneradda.com

Generating Station Costs (11): generating station - grade WHIQl dd-, generating equipment L
repairs and maintenance, generating equipment j depreciation, plant HQj insurance premium,
fuel handling and storage expenses, generating station -l Sl 01l§ 24+ administration and
general expenses il (241, Other Costs (Ill): electricity purchased from the grid at the rate per
unit. &t A (1) + (1) + ().

www.scanneradda.com

*liess 2d units available, 44 marks d- elittdimi o 8. §d Gcud AU units, GlE generation
i dl normal loss, ¢RRAGR Uldi-L net units; BHRA grid Hizll WL units, ¢RICR §H HRABRS
Budol units; ¢lle generating department Uld dtu? dedl 2s1aiR), ¢iAGR factory Al SIH HIZ Buetetl
units. ©9el G4z 2,00,000 - 3,000 = 1,97,000; + 5,000 purchased = 2,02,000; - 10% (20,200) =
1,81,800 units, 24 cost per unit = 9,97,080 + 1,81,800 = ¥5.48. UsAH{ $&cl 6l [FRIHL 24 241Y]
Ydld ©: purchased units are not subject to any loss adjustment, 21+ the emergency purchase is
added to the effective units — 21 Ut % UidRsS AU Gl AR 8. UL vilel Bt Beud 2Adl
units 2l 11 B 44 normal loss d2ll [EetatL Uldirl duRAL eidd AL 8.

www.scanneradda.com

Application [FuM @dusdl - sum Gsedl - 2 ust
= cost sheet U&dli units-available - working note 531 24 €35 WAl UR doid ysl; cost per unit 24l o
ARL & F2ell A Aissl.
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= Ugl U3 218 % cost per kWh HIRLAL S dld fixed 244 variable blocks U2l-ARcllol A& 2421 JAvl — A
(o119 MSd-L marks ©.

PQ 12.1 - RTP 2023-May [11] - Pg 682 LEVEL Il Medium
Application

PQ 12.2 - RTP 2025-Sep [15] - Pg 683 LEVEL Il Medium
Application

www.scanneradda.com

(i 13: w474 Services -1 Costing [Costing of other Services]

L2P4-C12-T13

Read first dil — ICAI Study Material, Chapter 12, Service Costing — ¢{l%9) services - costing, i
cinemas 1 o{lowi U129 AlsAL Ald O,

www.scanneradda.com
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NOTES
oflog 56 UL 5ci USdi capacity A Ml VUL ratio Hi aAUl. §A capacity 306 seats 1 12:4: 1
Al ratio i adudi Classic 216, Prime 72, Recliner 18 &lid. U89\ occupied seats per day = seats x

occupancy percentage x number of shows per day — 216 x 75% x 4 = 648, 72 x 50% x 4 = 144, 18 x
50% % 4 = 36.

www.scanneradda.com

(Bl ratios A JQU; UL A 5. Prime 2 Classic $cll 6iHR] 8 4 Recliner 21 Prime Sl 8L
a1Rj, 2ed Classic L HuHi weights 21 Classic 1, Prime 2, Recliner 6. Equivalent Classic seats per
day = (648 x 1) + (144 x 2) + (36 x 6) = 648 + 288 + 216 = 1,152. Recliner - 6 1 oied 3 ddll 2 % {dl
ussal HI2 4L ratio sl 8.

dLdi Uddi cost A revenue ziiﬂ gross up 820. Profit at 25% on total revenue 2124 cost A
revenue -l 75% 8, d2ll Total revenue = 377,760 x 100/75 = ¥1,03,680 for the day. Ticket price of
the base seat = Total revenue + Equivalent Classic seats = 31,03,680 + 1,152 = 390, 2 oSl A o
weights UHIQL: Prime 90 x 2 = $180 4 Recliner 90 x 6 = ¥540.

www.scanneradda.com

AeEsHi VA Beiui AHUUAL 1120l TGl cost per day AHURIL & 244 equivalent seats per day
across all four shows AQUE 8, Vl2d HPUSRAL %dle base seat -l price per show ©. 91 cost dl[¥s
Sld dl equivalent seats UgL dlffls ddl usd. ol-l Hor 4 clALsl dl (BHd shows -l § [Eagll 20wt
ogecl Widl us 8.

www.scanneradda.com

Application [ud @dausdl - sum GSadl - 1 ust

= equivalent-seat j table aldlcll, 94l occupied seats Al 21S column 41 equivalent seats -l 2is column
S, el total revenue -l 2is dl2l 244 base price -l 245 dl2l. AR gsiwatd, €35+l 21A31 marks.
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PQ 13.1 - PYQ 2025-May [3] (b) - 6M - Pg 686 LEVEL Il Medium
Application

www.scanneradda.com

www.scanneradda.com
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UsWL 13

Standard Costing

10 (A - 34 adllgd usll - Hswd: B

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvcMi AL &

uddi sums

Level | — Comprehension & Knowledge 0.8% 243 uiadl 2 marks

Level Il — Analysis & Application 99.2% 243 uiel 241 marks
u-l Level | =ytcii Hulel2ll I 4L USWUAL HIAL 1% marks Comprehension 24 Knowledge <Al 8, @112 UUR HI2 ICAI - 20-30%

AN

8. 2UER ddl o5l theory AT oig 2| & — UElHL @211 €35 mark sum BSAlA % HA B, led dUR| ed ARURY, dli2
A&l

www.scanneradda.com

(i 1: WRUA [Introduction]

L2P4-C13-T01

CONCEPT BASE — icUIR Y&l S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 13, Standard Costing — standard cost, standard
costing 24 variance -l 242l

NOTES
e, Ul Bl 8 A0l AU 8 AMi: standard costing 212d id) technique i standard
costs 221G S| $AU 8 A UL el el actual costs ALL AL 8. d cost ascertainment
and cost control -l technique 8. d management il S1{&tH AALEA-L LRRI UR products -

services il cost Al Yd[HelRd 2ielos olitl &, 4 2 A what the cost should be U2 R 45 €, %5
Ugdl cost URUR g el d-ll AR Auia 8.
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Variance, 211 €35 practical UtHi marks 24uldldl istil (A, actual output -l standard cost 4
actual cost 9L dsldd- variance & € — of actual output Al -lEl, SRl § AXUMRN US|
standard A WRUR %2¢ BeuleA Y d-il UR flex 59 @ US. ol actual cost 24 standard cost Sl
A9l slU dl variance favourable £; 91 actual cost 1 standard cost $di 9l Si dl variance
unfavourable (adverse) 8. €35 AisSL WR (F) & (A) duil; S2ci Ul U2 AL 5€ © § variance il
USR e”lladl o aSle, 24 (ARl aPRAL Aissl YA GR .

www.scanneradda.com

variance 2@l -Atuicil s14 Y Ag -A2il. Mere calculation and analysis of variances is of no use;
HR trace their origin and the causes of their occurrence 59 o U3, o2l JeRI- Ui def ASIU.
w1} S2A controllable variances <l GIS| duqall management (a) variance Al 284, (b) d 2l
URetal § sRQL, (c) executives A (AN UR HSLdl asaleieR], 244 (d) variances 2ladl § gl21sdl

www.scanneradda.com
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HE ddl-i YURLHS WL -Ass| 531 S 8. Variance HUEA 21l 8; HUSdl 24 e & A drll R
darlg udlg 2 AL B — 'means to an end' Al Ul BeiR 2L o als2ll AU 8.

Scanner Hi VL [CUAL HALAL S5N DS WRL U UL =1L, UL 241 AHAL Topics 4 244 9 -l
descriptive WHIHI YO 8. cutvl 44 favourable/adverse -l [Hum 2l o Ale 53 dl, 5REL &
Ul €35 topic dx- 3Jéld Hi-lld w4 8.

www.scanneradda.com

(i 2: Standard Costing Al M5l [Process of Standard Costing]

L2P4-C13-T02

CONCEPT BASE — icUR Y¢il S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 13, Standard Costing — standard costing -l (5l
2 - waLi.

NOTES

UBUL s AUs B, U AUS UR % SIE U YSRIL A slal i el BeiRl drl ARY deissl oldld 8. €35
element 12 121G standard cost S8l 82 (Topic 3 d-ll Ul 2410 8); actual output -l actual
cost llell; oisid AUl €35 element -l variance LQU; 24 variance < SIREL AL, FFAUHER]
“AsS1 52, VA WAL dl. Dedll doisst o (Aauell4l 18] € 8, 44 descriptive Ul 2 o5 doissIA duRl

“

0.

www.scanneradda.com

Standards element MHIGL As5] 214 8, Al UelRl 112 Al €35 practical WsHi standard cost

card standard price UR direct material quantity, direct labour hours at a standard rate, variable
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overhead per hour or per unit 21 fixed overhead per unit or per hour — €35 Uldls standard —
B ol . 224 % variances URL element UHIRL QU & 4 UL\ o5 -l ARaanl AL B.

Standards siuHl sidi 2\. Standards once set do not always remain stable; they have to be
revised — 2lS1lOUl GriR L dld U 58 B, v GHR © § standard costs are normally set for a
short period, 212& product mix i § technology Hi &dl 551 dat ©1S| €654 A8l uel standard
YR At 8.

www.scanneradda.com

Scanner Hi 1L (™AL H2ALAL 6 VS URL U UL A2dl, 2@ A Uil adat Ut 2Ll
oled Topics 3, 4 i 9 -l theory Ul 2+l 253U AR dRAS dUR S

(i 3: Standard Cost sS\ §29 [Setting Up of Standard Cost]

L2P4-C13-T03

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 13, Standard Costing — standard costs ss\ 5,
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2 WA $AA labour time standards AsS| $clll Ug[dl.

NOTES
€9 WILAl, €357 AH A s dléld @Awgl — BR ol column -l table 218 HiSRL & 44 marks ML
8. 1. Standardisation — production plan 24 ALSS-L order -l BULUR S8 Uelll c-ladl d Assl At
. 2. Labour specification — labour -l USI1R 244 labour time -S| SA €; labour time -l
specification G4dsla-Al 2818 UR AR & 4 dHi AHU-L normal wastage ll-iHi daid 8. 3.
Standardisation of methods — U4 machines -l Uiea(l, %52l operations -l AU $H 24 Ue(cl
dURp. 4. Manufacturing layout — €35 Ul HI12 Sdl-l operations Al A€l AL operation Al plan
AR A 8. 5. Time and motion study — S Y2 57l 21 2Ad, § SHERIV 57| setue-, 24
the standard time which an average worker will take for each job Uie s2dl H12 AU B; dHi the
learning efficiency and the learning effect Wl €dl4Mi Al ©. 6. Training and trial run — SIMERIA
SHAL dlelH 24U © 244 the time spent at the time of the trial run is noted down.

www.scanneradda.com

www.scanneradda.com

ol oeuUidl ulats-l (At 8, vi2d dud auRl. Normal wastage of time is built into the
labour time standard — standard 212d s1€) 21e2l SIMER 52 Wdd dPR d d2al AU ST,
standard time 212& the time an average worker will take, 23§ SIHERAL AHYU AS]. %5 G<R ideal
standard dgld & Al Widl o aq agldl €.

www.scanneradda.com

drl sHUE UEL A5 cull — wdaLdl] A bold Hi 4 AL d-ll ediogul. el Bk © rows o
table 8; Ui marks -l GtiR 2i2d 1M A&l © WA, €87 s dls, i olog s¢) &l standard
costing -l SIuel dvild BR cliedl saRll AUl s8] Hag 2.

Analysis ©2WslH oslg 24 URUR Aoiel duRidl - 1 ust
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= 4P steps in setting a standard -l 8, 2i2d Bk sHHI UL 24 suis Ysl. [AARRUAIA dR(AuiR ulEl
Wi a3l duldl el

= €35 standard S1QL 24 Al A 4SS 52 O d Quil — time study, standard operating conditions, 14
BRI Ul normal idle time M2l €92. €924lla] ualg o Alell ag Ysiu .

TQ 3.1 - PYQ 2021-Dec [6] (c) - DESC - 5M - Pg 696 LEVEL Il Medium
Analysis

www.scanneradda.com

(et 4: Variance L MSR [Types of Variance]

L2P4-C13-T04

Read first dil — ICAI Study Material, Chapter 13, Standard Costing — variances 7 a2{{s28Q, i

controllable 244 uncontrollable variances ild €.

www.scanneradda.com

— 162 —



www.scanneradda.com www.scanneradda.com

www.scanneradda.com

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

www.scanneradda.com

www.scanneradda.com

CA INTERMEDIATE PAPER-4 - SCANNER NOTES - GUJARATI EDITION

NOTES
oid L, o UL 8 dH 2iS1H. Controllable variances ¥i2d didl variances % normal
operating conditions i slefHi «€ s, o8l responsibility centre RHAAAL WA & 1
AxoweR12ll ad. Uncontrollable variances 2@ Adl variances o responsibility centre il 1oy,

ol Rl UWRRA(AA SREL AR & 24 vied] o AL waLel Aol Sl AU SlofHi d8 Aslel 2l
responsibility centre 216 ¢idl 2{H{ 2U1d & i HeAl HuA AUUR 2 9% & — variance controllable
8 s 48l d by reference to a particular centre -S| 211 €, (Ut Ad sl

4L 4d{[5QL HIAA theory Hi AT, ulauHi UL L HI2 Hstey 8. Management BlsIQER{l o-{l Ut
53 © d controllable variances % £ — the amount, the cause, the responsibility and the
corrective action 155l s2dl H(2. Ui W SIE variance UR W@l 1ol Ul d@vll & 83 centre d-l
SlopHi 48 AKY sld A AL ] 59 WS — QLA BeiM{ §Racll dld 2L o B.

oflog o333\ ad{lsWL favourable i adverse o 8. actual cost 2 standard cost Scti 21 sl dl
favourable; actual cost 1 standard cost $2dli d&l? SiU dl adverse (unfavourable). 41l LlSQQl-fl €8
practical U €35 isSL A USR euldcll] HIBL 8, A Fecid dl 2 dld JUR AGEM] 5 ©.

AL (AU UR HIL A o8 g5l cdtvirl st UL 8, 2i2d d-ll aalR usdl dURl - 5; ol disul ule
53\ ell 24 variance -l QLRI UR APLA dell — USWL-AL marks Ul % .

Remembering < 2llual &9l d g dH §31 29 529 - 1 U
= o dIsdl, w4 €sHI responsibility centre 44 preventive measures o -, ol marks -l U GRIGR Aed o
HPL B, el a8l 8¢ el

TQ4.1- PYQ 2024-Sep [6] (b) - DESC - 2M - Pg 697 LEVEL I Easy

Remembering

(v 5: Material Variance

L2P4-C13-T05

Read first <l — ICAI Study Material, Chapter 13, Standard Costing — material variances: cost,

price, usage, mix 1 yield.

NOTES
215 URL variance dudi Usdi ARYU columns liell; €35 material variance MiL ol-l dsldd % €. SQ

x SP (standard quantity for actual output at standard price), AQ x SP (actual quantity at standard
price), AQ x AP (actual quantity at actual price) 241 RSQ x SP (revised standard quantity at

standard price). stAl: SQ 22d WILR YAl output HI2 B2l el quRlcll ISl sdl d; AQ is
the quantity actually used; RSQ is the total actual quantity re-apportioned in the standard mix
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ratio; SP and AP are the standard and actual prices per unit.

Ui AL, Bl o5 Ad dul 8§ oRIeR 4 o5 d, Vi €5 d-i ol 3uHi. Material Cost Variance =
Standard cost of actual output - Actual cost = (5Q x SP) - (AQ x AP). Material Price Variance =
Actual Quantity (Std. Price - Actual Price) = (AQ x SP) - (AQ x AP). Material Usage Variance =
Standard Price (Std. Quantity - Actual Quantity) = (SQ x SP) - (AQ x SP). Material Mix Variance =
Standard Price (Revised Std. Quantity - Actual Quantity) = (RSQ x SP) - (AQ x SP). Material Yield
Variance = Standard Price (Std. Quantity - Revised Std. Quantity) = (SQ x SP) - (RSQ X SP). J2 Aul,
uesl dHi Hed ysl, Ul (F) & (A) g2 Aisst — el Gl €35 l21RA ARRL $2 & 2 dHR URL -
% $9.

ol checks, 244 dH- dluRl. Material Cost Variance = Material Price Variance + Material Usage
Variance, 21 Material Usage Variance = Material Mix Variance + Material Yield Variance. mix
2 yield dHIRL usage L AiSSL AL WL A HA dl RSQ w2l ©. Hlell § price 24 usage &2l AT
cost A& HA B; mix 24 yield dl {1t usage o o Ual-(Aeiios ©.

o standard loss Sl i actual output Hi2-ll standard quantity 21 loss Higll Gleel stadl us —
Al2l ag Al efet Vil o5 s V. ol Rl YU V. output A gross up SA: input required for actual
output = actual output + (1 - loss percentage), 212d 10% normal loss A& 1,480 kg output qe
1,645 kg of input 95184, % standard ratio Hi d&di SQ of A = 940 kg and SQ of B = 705 kg.
Ul standard cost A UHLIRMHI ?326&: Standard cost of actual output = Standard cost of standard
output x (Actual output + Standard output) — 312,000 x 195/200 = 311,700, 2 T43,200 x
680/640 = ¥45,900. i 21d 8; HI(Sc| 8 citlolA d AR, 4 el § oflosl Rl item UHIGL SQ
Sl AR % cost variance Al € ©.

mix 24 yield variances 'average price' cllowl 3uMi UQL 241 8, i Ut clui2ll sleS uglL 3uni ys1e
215, Material Mix Variance = Total Actual Quantity x (Average Standard Price per unit of Standard

Mix - Average Standard Price per unit of Actual Mix) — 110 kg x (32,700/100 - X3,060/110) = X90
(A). Material Yield Variance = Average Standard Price per unit of Standard Mix x [Total Standard
Quantity - Total Actual Quantity] — (%2,700/100) x (100 - 110) = %270 (A). s B<RR yield  (Std.

AR

total quantity - Actual total quantity) x Standard weighted average price d2\§ Ul 8, 2124 §
(22,000 - 23,000) x ¥8,40,000/22,000 = 38,182 (A), % s % dld ©.

vi2dll AisSlAlnl Usdl s AHA 25 A5 A BSAU B, A sH 2 S5l 52 B § sl variance Hi
UL S 9% QUL 8. el AUiIsN 24 ALE ©9: use the cost variance to find (SQ x SP) and so the

missing standard price; then the price variance to find (AQ x SP) and so the missing actual
quantity; then (AQ x AP) to find the missing actual price; then the total actual quantity to build
RSQ; then the mix variance. ¢l dld Hl2l G914l Uil Wicl 241U 8: the standard mix ratio holds for

SQ and for RSQ, A SI8 UQl material variance analysis Hi actual output i standard output
B{SSIHIL SHRLL AU % SIU B — L ASU BriRHl UG € 24 A % - standard output
standard input U=+l standard loss olle Sl actual output RS dudl £ 9.
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Material variances dURAAEl 22l U LRI 8, WREel 22l UR Sl eodel Alel 2uw ol 58 8
— material variances are calculated on the basis of consumption — 212d %i Ut 3,20,000 kg -l
WRIEL 244 2,96,000 kg Al duRRL AWM i price variance 244 usage variance ¢ 1 2,96,000 kg U
A 8. WRIEIHL AiSST AUl AASUL QIR &l HI2 % 8, (Rl § Ul 2UURL VRLEHAL AHUAL price

www.scanneradda.com

variance HL.

Application [Fud @usdl - sum GSadl - 9 ust
* U&di AR column o table €IRL, i HALA SQ x SP, AQ x SP, AQ x AP and RSQ x SP &1, €35 material -{l
25 row 4 A5 total row. US| €35 variance dl GLEAIS] o1 & 81l UR 24210l HS| A, 24 URlals
dr A4AL AS.

www.scanneradda.com

= €35 oA dHl HEU Y5l udell BUR dull. YA ARRAL AR 4SSt method Al mark A[HId €, 2 1AL YA
11 w2l 4tisst 21 mark ostadl A .
= material YHIRIAL variances Al A 52U 244 total UR (F) § (A) duil; Ul 'for each raw material and for

the product' variance {19l 8.
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PQ 5.1 - PYQ 2018-May [5] (a) (ii) - 5M - Pg 697 LEVEL Il Easy
Application
PQ 5.2 - PYQ 2019-Nov [5] (b) - 10M - Pg 699 LEVEL Il Medium
Application
§ PQ 5.4 - PYQ 2022-Nov [5] (a) - 10M - Pg 703 LEVEL 11 Medium
© Application
g PQ 5.7 - RTP 2025-May [17] - Pg 709 LEVEL Il Medium
E Application
2 PQ 5.8 - RTP 2026-Jan [16] - Pg 711 LEVEL Il Medium
§ Application
PQ 5.3 - MTP 2020-Oct [2] (a) - 10M - Pg 701 LEVEL Il Hard
Application
5
2 PQ 5.5 - MTP 2023-Sep [5] (b) - 10M - Pg 704 LEVEL Il Hard
3 Application
E PQ 5.6 - RTP 2025-Jan [16] - Pg 706 LEVEL Il Hard
S Application
z
§ PQ 5.9 - MTP 2026-Apr S2 [1] (c) {C} - 4M - Pg 714 LEVEL Il Hard
Application

(G 6: Labour Variance

L2P4-C13-T06

Read first <l — ICAI Study Material, Chapter 13, Standard Costing — labour variances: cost, rate,

efficiency, mix, yield 244 idle time.

www.scanneradda.com
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NOTES
] o AR column «ll WL, U@t hours Hi. SH x SR (standard hours for actual output at standard
rate), AH x SR, AH x AR 211 RSH x SR (actual hours re-apportioned in the standard gang ratio).
Table A SMERAL a2l UHISL ittt — skilled, semi-skilled, unskilled — 4 215 total row AU, SREL &
usdl a2ldR variances 44 g total 119l €.

Yoll, 7B Ui ® du. Labour Cost Variance = (SH x SR) - (AH x AR). Labour Rate Variance = AH
(SR - AR) = (AH x SR) - (AH x AR). Labour Efficiency Variance = SR (SH - AH) = (SR x SH) - (SR x AH).
Labour Idle Time Variance = Idle hours x Standard Rate, 24+ d always adverse Sl 8. Labour Mix
(Gang) Variance = Total actual time worked x (Average standard rate per hour of the standard gang
- Average standard rate per hour of the actual gang), 98 hours worked -l AULR AR 8. Labour

Yield Variance Hi actual output H12-ll standard hours  standard mix Hi S\ 2del actual hours A
ARullA D).

Hours paid 24 hours worked 21§ cq] -{2ll, 24 24 USWI-L labour -l Ul &EU 2L ol AR % V.
Hours worked = hours paid - abnormal idle hours. Rate variance hours paid U2 LU €;
efficiency 24 mix variances hours worked U2 21QU 8. e9dell Gl 120 workers x 48 hours =
5,760 hours paid, 5% lost = 288 idle hours, 212& 5,472 hours worked 12 £9; Labour Rate Variance
= (25 - 25.70) x 5,760 = 34,032 (A) %12 Labour Efficiency Variance = (6,000 - 5,472) x 25 =
13,200 (F) 24 Idle Time Variance = 288 x 25 = £7,200 (A). ol 2&R Blet2l ddieil G-l €35
uissl sedls wU B.

actual output H(2-ll standard hours ¢{lof $€ UQL sl USdi standard card Hiell UHIQRIR Slacll U3,
odi standard §& § 120 workers 218 SAISHI 20 units oild € i standard man hours per unit =
120 + 20 = 6 hours 41 standard hours for 1,000 units = 6,000. %1i standard SI€§ batch H12 24U
St — Uglal-l ol units HI2, § 10 kg L packet H12 — Ui multiply the standard by the number of
batches in the actual output. 2026 September L U UL AUESIU Alel 5& & § 21 Ui ALl ag
Acl o4l Vil 9 s O: standard ¢l units HIZ UR] © w4 output 5,000 units €.

oi Ul standard hours 4 ¢ed efficiency -l 251dRl AW Ui A4 BGle2ldl. Labour efficiency =
Standard hours + Actual hours, 22d 17,820 actual hours U2 106.8% A4 standard hours =
19,031.76, 21 Labour Efficiency Variance = (19,031.76 - 17,820) x 9 = 10,905.84 (F). ciail
standard labour cost per unit = (SH x SR) + units 244 actual labour cost per unit = (AH x AR) +

units.
Rate variance 4 Gla2ldld w@l 512l s 8. Labour Rate Variance = (Standard Rate - Actual
Rate) x Actual Hours, 212d %9 -l standard rate U2 17,820 hours UR 71,280 (A) S dl (9 - AR) =

-4, hence AR = %13. sl (2R xtndl: AHISQHL adverse variance 2BRL S €9, 24 BE91-L
(Faufl €918l eatell €R standard -l Wil cliegA Alsa .
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Application [Fud @ausdl - sum GSedl - 4 ust
= Ol rows Hi 44 ARYU columns A ALSL l-l'ls‘l, 2 table 12 el «vll § hours paid, idle hours 244 hours
worked 8 3\d S22l rate 24 efficiency o (Aediont A Aluui o alesoll 82 .

RN o Y

» idle time variance 2421 211 4 dH efficiency Hi Hadl 4 €l; UL dA Wldi-l et HERN dAS 4s € 244

d é42li adverse Sl 9.

www.scanneradda.com

= €35 AL variance UR (F) § (A) AUl 24 U\ total U UL — sl marks 4SSt B2l % ©.

£
= PQ 6.2 - PYQ 2022-May [5] (b) - 5M - Pg 718 LEVEL Il Easy
E Application
E PQ 6.1 - PYQ 2019-May [3] (a) - 10M - Pg 715 LEVEL Il Medium
) Application
:
3 PQ 6.4 - PYQ 2026-Sep [4] (a) - 9M - Pg 720 LEVEL Il Medium
Application
PQ 6.3 - PYQ 2025-Jan [5] (a) - 6M - Pg 719 LEVEL II Hard
Application

(G 7: Overhead Variance

L2P4-C13-T07

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 13, Standard Costing — overhead variances, fixed

1 variable, 244 control ratios.

NOTES
uedi 211 overhead @R -sS| 53| @, SRQL § €35 fixed overhead variance 2HiL Al dslad % ©.

Absorbed (recovered) fixed overhead = Actual output x Standard fixed overhead rate per unit,
2YUdl 2] % dld Standard hours for actual production x Standard rate per hour. Budgeted fixed

overhead 2i2d d AHu2UA-L budget Hi-l 21isSl. Budgeted fixed overhead for actual hours =
Actual hours x Standard rate per hour. 2113 €2R, possible fixed overhead, i 21d €& o [Eadl
el u3: Budgeted overhead + budgeted days x actual days.

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

Fixed overhead « §d¢1, GeiRl o8 Ad cvl ® du. Fixed Overhead Cost Variance = Absorbed Fixed
Overhead - Actual Fixed Overhead. Fixed Overhead Expenditure Variance = Budgeted Overhead -
Actual Overhead. Fixed Overhead Volume Variance = Absorbed (Recovered) Overhead - Budgeted
Overhead. Fixed Overhead Efficiency Variance = Absorbed Fixed Overhead - Budgeted Fixed
Overhead for Actual Hours, 212d & Standard rate x (Standard hours for actual production -

www.scanneradda.com

Actual hours). Fixed Overhead Capacity Variance = Budgeted Fixed Overhead for Actual Hours -
Budgeted Fixed Overhead, 224 $ Standard rate x (Actual hours - Budgeted hours). Fixed

Overhead Calendar Variance = Possible Fixed Overhead - Budgeted Fixed Overhead, 212ldl (Actual
days - Budgeted days) x Standard fixed overhead rate per day.

www.scanneradda.com
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Variable overhead 4 §30 2§ ®, 244 d hours U2 §2 8. Variable Overhead Cost Variance =
Standard variable overhead for actual production - Actual variable overhead. Variable Overhead
Expenditure Variance = Standard overhead for actual hours - Actual variable overhead. Variable
Overhead Efficiency Variance = Standard rate per hour x (Standard hours for actual production -
Actual hours). 241 Variable Overhead Cost Variance = Expenditure Variance + Efficiency Variance

— e9ell Bk 11,400 (F) 244 37,000 (A) GHR\H 725,600 (A) U USIA 8.

www.scanneradda.com

2L AHLSWIA check A5 A HUlSAl vf2 AR Rl dAS LRl Fixed Overhead Cost Variance =
Expenditure Variance + Volume Variance, i 4 Ad % s G expenditure variance 4 -2,800 +
2,000 = 3800 (A) d\5 518 ©. Volume Variance = Efficiency Variance + Capacity Variance, 21 i
AL [£aRdl budget 2l g€l US i capacity Hiell Calendar Variance §921 ulsclii 241d 8. Volume
variance Hi2ll absorbed overhead Uledl HA €, 4 absorbed overhead Hi2ll standard hours:

absorbed + standard rate per hour.

www.scanneradda.com

il SIS UL VUHIR WA & — per unit § per hour — UL Vs 98 UR 25| sl. 2023 November
Al Bk ol dR UL 8, 24§ dR hours UR (standard rate per hour = %6,72,000 + 67,200 hours =
310) 4 S AR units UR (standard rate per unit = 6,72,000 + 84,000 = ¥8), 211 cid 33,600 (A)
efficiency 21 62,400 (F) capacity U2 UsSIA 8. GUR o cull €1 § dil sul ALEUR dlURL 1, 24 R
Uil UR 513\ oldlel.

www.scanneradda.com

Uil guid 8 ddai ol yd-workings. Budgeted hours normal down time ¢lle §304 % Sladl us: sl
down time 15% S1d i (52 workers x 25 days x 8 hours) x 85% = 8,840 hours. I+ semi-variable
overheads are split before use — i 60% fixed - 40% variable Sl i fixed ¢1191 budgeted
fixed overhead Hi 491 8 24 variable ¢1191 budgeted variable overhead Hi, budget il el ugL
1 actual -{l ollog ugL

AQIU control ratios, du-li Y2ll A, Capacity Ratio = (Actual hours + Budgeted hours) x 100 =

8,100/8,840 = 91.63%. Efficiency Ratio = (Standard hours for actual production + Actual hours) x
100 = 8,800/8,100 = 108.64%. Activity Ratio = (Standard hours for actual production + Budgeted
hours) x 100 = 8,800/8,840 = 99.55%. -{ltll & Activity Ratio = Capacity Ratio x Efficiency Ratio —
1L 95 check 8; 241 el § AR hours -l ratios &, 2@ units Hi YSRIAL U USdi $adl us.
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Application [AuM @ausdl - sum Gsedl - 8 ust

www.scanneradda.com

= variances Usdi AQRL €2R — absorbed, budgeted, budgeted for actual hours — ¢st working d3l§ ctuil
Alull; ugdl €35 variance s % Gliells| € V.

= U Ul variances Al Y 24isSL 1L Ui cost, expenditure, volume, capacity 21 efficiency -l $1
AH1SWUL AR, 24 €25 WaLd 53 5L Al de A 2l

= standard rate s8 Ad SalAl d U 2isl (budgeted overhead + budgeted units, 2124l + budgeted hours);
s2cld GiRAMi d-ll marks AL AU 8.

www.scanneradda.com
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E PQ 7.1-PYQ 2018-Nov [1] (b) {C}- 5M - Pg 722 LEVEL 1l Easy
2 Application
= PQ7.2 - PYQ 2020-Nov [3] (a) - 10M - Pg 723 LEVEL 11 Medium
e Application
: PQ 7.3 - PYQ 2021-Jan [5] (b) - 10M - Pg 724 LEVEL 11 Hard
3 Application
2
PQ 7.4 - PYQ 2021-Dec [5] (a) - 10M - Pg 726 LEVEL Il Hard
Application
£
3 PQ 7.5 - PYQ 2023-Nov [5] (a) - 10M - Pg 729 LEVEL Il Hard
s Application
E PQ 7.6 - PYQ 2025-May [4] (b) - 6M - Pg 731 LEVEL Il Hard
= Application
é PQ 7.7 - PYQ 2025-Sep [1] (c) {C} - 4M - Pg 732 LEV'EL .II Hard
B Application
PQ 7.8 - PYQ 2026-May [3] (b) - 6M - Pg 733 LEVEL Il Hard
Application

(i 8: 2As(Gd Wl [Comprehensive Questions]

L2P4-C13-T08

Read first <l — ICAI Study Material, Chapter 13, Standard Costing — material, labour HE|

www.scanneradda.com

overhead variances 12l dRLldl comprehensive usl.

NOTES

AsSl SHHI S A 244 comprehensive UL AR ALl UM dSAULE U 8. USdi standard 4 actual
output UR flex 5 — VIWR ol-dl units HI2 standard quantity, standard hours 44 standard
overhead. U€9l material (cost, price, usage, 21 is2ll ay material Sl dl mix 244 yield). ue\
labour (cost, rate, efficiency, 4 YsaRlcl SIE AHU vldRl sl dl idle time). Ul variable
overhead, ugd fixed overhead. €35 element il marks 243l 8, 212 material -t (el ojet
labour -t marks J¢ll Uil 2l — i Yell i d-l uslual - €l.
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Flexing < udlej, 24 marks ci % vilad 8. Standard quantity for actual output = actual output x

standard quantity per unit — 1,800 units x 10 kg = 18,000 kg; standard hours = actual output x
standard hours per unit — 1,800 x 8 = 14,400 hours. i budget per unit 1 ¢ied get WisSIHi

UR] S AUl dA volume AL WHISIHL flex $U: 60,000 units Hi2+ 2,88,000 kg - materials budget
66,000 il actual sales (2 2,88,000 x 66,000/60,000 = 3,16,800 kg 214 €, ¥4 usage variance i i
YURY standard % B4 8, YA budget A&l

www.scanneradda.com

Overhead i YU, comprehensive Ui+l 3uUMi. Variable Overhead Cost Variance = Standard

variable cost for actual output - Actual variable cost = (14,400 hrs x X15) - 32,17,500 = 31,500 (A).
Fixed Overhead Cost Variance = Absorbed Fixed Overhead - Actual Fixed Overhead = (1,800 units

www.scanneradda.com
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x 400) - 37,68,000 = 348,000 (A). oi fixed overhead HIR1s 8H d\8 normal volume of hours
AW AUR] S Ul €2 ol Ad Slal x4 dull § il sUL dudl: 45,00,000 + 5,000 units = 900 per
unit, Al T45,00,000 + 30,000 hours = I150 per hour — ¢+l variance 2is % 2114 ©.

Comprehensive Ul €Q(l cIR standard Uld 9 24Ul 20l 244 d S1E) 24el variance Hil sald ©.
Al AsN UlE AL %3 €: Material Price Variance = Standard cost of actual quantity - Actual
cost Hi2ll standard price HAl & (312,500 F = SP x 25,000 - ¥3,12,500, so SP = ¥13); ueS\ Material
Cost Variance = Standard cost - Actual cost Hi2ll standard quantity Hol € (31,800 A = SQ x 13 -
%3,12,500, so SQ = 23,900 kg); 241 actual output standard yield Hi&l 241d € (23,900 x 8 units =

1,91,200 units). lcll U] 321U standard &Rl SEL 4 A — 9 variance Hi s 9% QUL 1Y
izl 23 5.

www.scanneradda.com

www.scanneradda.com

gl labour -l ol grades 21§ % common standard rate A1 g€l actual rates U Ysdl i rate
variance grade UHIEL 14 efficiency variance total U QLA 8. Al Gui budget 5,000 hours at
350 8, revised standard 4,780 hours at T50 = %2,39,000 €, 241 actual 212@ skilled 3,000 hours at
%50 dxll semi-skilled 2,000 hours at 40 = ¥2,30,000; Labour Cost Variance = 32,39,000 -
%2,30,000 = 9,000 (F) %12 Labour Efficiency Variance = 350 x (4,780 - 5,000) = 11,000 (A).
adverse efficiency variance -{l ollogHi cl8cll favourable cost variance ¢4 2l — i d rate -l ¢iUd
AHUAL LRI UR HIR US| 8, 2 i cuiallell uglHL mark HA 8.

www.scanneradda.com

Comprehensive M-l Vi€ idle time. % YSARIAL UHU-AL 5% SIE abnormal SREL WidRL s &
grade WMIQL ¢lle 5304 hours worked s1al (6,000 - 300 = 5,700 and 4,000 - 200 = 3,800, total 9,500
hours worked), idle time variance at the standard rate 21Ul (300 x 20 and 200 x 20 = 310,000 A),
4 efficiency variance on the 9,500 hours worked 2RIl — (9,600 - 9,500) x 20 = %2,000 (F).

id totals 24 AU UR Y 5. W] €35 HPWSI 'indicating whether Favourable or Adverse'
UR Y2l AR 8. material -l variances -l A1 53|, labour -l variances -l A4l 83, overhead -l
variances dull, 244 AL deldi USdl price + usage = cost 244 rate + efficiency = cost US| @l; Al
check 2is €lél & & w14 Bledejetz U AR 4issl ussl s ©.
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Application [ud @ausdl - sum GSedl - 8 ust

= actual output H(2-ll standard j 25 9% table — quantity, hours 214 overhead — 2l A3 S, 2 €35
(Qetomi 52 a1l ced d- o Aee! dAS dluR.

www.scanneradda.com

o usl o s HPRIRAL sHIB 53 Sl d % $H Bk UL, MA dH AR oflost 1 53 Sl i €35 UR df

Yot eull,
:
E PQ 8.2 - MTP 2021-Mar [1] (d) {C} - 5M - Pg 736 LEVEL Il Easy
e Application
; PQ 8.4 - PYQ 2024-Sep [4] (a) - 9M - Pg 741 LEV.EL 'II Medium
g Application
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3 PQ 8.1 - RTP 2020-Nov [12] - Pg 735 LEVEL Il Hard
2 Application
§ PQ 8.3 - PYQ 2023-May [5] (a) - 10M - Pg 738 LEVEL Il Hard
E Application
; PQ 8.5 - MTP 2025-Jul [1] (b) - 5M - Pg 744 LEVEL Il Hard
3 Application
z
PQ 8.6 - PYQ 2026-Jan [4] (a) - 7M - Pg 746 LEVEL Il Hard
Application
£
S PQ 8.7 - RTP 2026-May [15] - Pg 747 LEVEL II Hard
S Application
E PQ 8.8 - PYQ 2026-May [1] (b) {C} - 5M - Pg 749 LEVEL Il Hard
s Application
:
z
z

(i 9: Standard Costing At Al 244 dll st [Advantages and Criticism of
Standard Costing]

L2P4-C13-T09

Read first il — ICAI Study Material, Chapter 13, Standard Costing — standard costing -l S1UEL
2 ot A 2Ad] 2siAL

www.scanneradda.com

NOTES
Ui 851, €87 A — i €28 A1 U G A © d wale, o ULl Ui marks L BRHI §d
8. 1. Variation in price — Ysddl-ll AH[Ad oHld § €1 ALSSAU VEL Y5 8 i ¢la-l auel2
ledl HIl & § actual prices UQL cost il Yell WA(A(EL sl g @32 2]l; usl sophisticated
forecasting techniques cila-{l agleie 245 st 2193 d 8, 244 o3 isolates uncontrollable
variances 952l di-l 24etaL Ad Aetloll AL 2. Varying levels of output — %l output o standard
R Rigg 4 U dl 58 © § standard costs R Udl Al; UQL forecasting, market research <R
output -l clogodl AlsASU 2ielo 24U O, prime cost is not affected by such variation, 211
variance analysis idle time -l 2442 HIl 24U 8. 3. Changing standard of technology — dRdR

technological §28R cll Sl del Galloid standard costing eI cielelAg - UL 41d; UL standards
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once set do not always remain stable, they have to be revised, 21 cost reduction d2ll cost
control dll d-ti Hud detgll S s V. 4. Attitude of technical people — technical ¢lsl standards
clilcs kL AL © 2 standard costs &l JRHPL ERIEY A5 9; UL dHA can be educated through
orientation courses. 5. Mix of products — standard costing Ugl2l+l USR 24 2l ydHailRd
Aoy )&l Hid 8; usL standards are normally set for a short period, 212A SR YURL LRI
A 9.

www.scanneradda.com

BEL UL Hstarl 8: A, 2lst, WA d-ll Belel. el G-l Uil §52 1 % VISR d 8, 24
ogclled dPR-| Ui sRUE 513 AULEL Sl Gl oBell dAR . Ul HIAL st % HPLdL Sl dl
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-~

aclod V15 BuAlsUH] 2] €L — 21l guid 8 § doL 2L 2SI 9l AL HIEZ 28 O d dH B L.

'means to an end' dloll UL AR marks 1l A BAUL D, A d-ll Uldi-l AIS1R V. The crux of
standard costing lies in variance analysis; variances il 21QLd2] AN & i d ASaS2] e2uldl s
8, U@l they do not provide the detailed analysis needed to exercise control. H[& 1S 1l
variances -l AsS| Ll Y A2ll; AUGL dH Y 24 d el SREU =Aledi us. controllable
variances | GlS| duq2ll management variance Al 254, SlQQfl, executives 11 (AR asalHElR),
U YEURIHS UG A5l 53| 25 V. Al Alsd UR % Y2 $3A: variance HUSA 24 6; HIlE 24
AL 8O 24 d-l UR AdRlg ualg 2 Al B,

ol U YL & standard costing sl8 AlssA Bl ciedlA & § A&l Al A1y st o 1R sALE 8.
Frequent technological change 24+ an unstable product mix 21 @ 2cl R & % il UR dIBL dld

8, i ol (541 B<R O revision of the standards for a short period, d> 913 €9 &, [vsy W2
oyl usdi cull 5 8lsdl 58 RuU(d victid 8.

Analysis £ WSl oslg 24 URUR Aoiel duRdl - 2 U8t

= ot U criticism HIOL Al Hulel quil 244 ugl def URGUH. HulerRAl] 5131 UEl wsel BiR o3l dAu 8.

* 'means to an end' dloul (Aelld UR Bk 2 & & variance dlelal2ll Ui Yell 59 Rieg Ag 2l ol Yell dA
traced to a cause and a responsible manager SAA d-l U Uﬁlgj> A Add, uSdi 21 eull, usdl BelsW@L

2l
TQ 9.2 - MTP 2025-Jul S1 [6] (c) - DESC - 4M - Pg 752 LEVEL Il Easy
Analysis
TQ 9.1 - PYQ 2022-May [6] (d) - DESC - 5M - Pg 750 LEVEL 1l Medium
Analysis

(e 10: WS\ [Miscellaneous]

L2P4-C13-T10

Read first <l — ICAI Study Material, Chapter 13, Standard Costing — variances j reporting,

standard 24 actual gross margin < reconciliation, 244 oAl hours UR A1ERd incentive schemes.

NOTES

Material variances dURI2L U Ald €, 244 Ul dH ASIRAcL WREIHL AisST 41Ul 9. el Hiel uwe
€ — material variances are calculated on the basis of consumption — 212d %5.20 dul 3,20,000
kg VAL S1U 244 2,96,000 kg used 1 i Price Variance = 2,96,000 x (35.00 - 5.20) = 59,200
(A) 244 Usage Variance = ¥5.00 x (3,07,200 - 2,96,000) = 356,000 (F), %Hi standard quantity <
51,200 units actually completed UR flex S0 0.
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s % UMM Ul o 9GEL volumes &uL-HI ALl Variances are computed on units produced
(51,200) %412 income statement is built on units sold (50,000). Variances H12 dALQLl 2SSl
duRdl, § sales -l l2l M1 GeuleA-l BUISSL ARl — UL AL % Bl §d RAF .

Income statement standard gross margin 2l actual gross margin Qiﬁﬂ 2L s Al 9. Sales (units

www.scanneradda.com

sold x selling price); less Standard cost of goods sold (units sold x standard cost per unit); =
Standard gross margin; less total adverse variances; add total favourable variances; = Actual
gross margin. Selling price mark-up -l (FuHHizll 2419 ©: selling price U 25% -l mark-up 2@

selling price = standard cost + 0.75 — %46.25 + 0.75 = 61.6667. Adverse variances 21+ favourable
variances - A4 A& ¢l 2L qgAHT His], 2l reconciliation dlZRA dl21RA aiRll s

A5 9 rate dlowl UM overhead variance actual hours A3 absorb 21 €. Factory overhead

absorbed = Actual hours x Standard factory overhead rate per hour = 1,25,000 x X2.00 =
32,50,000, v Total Factory Overhead Variance = Overhead absorbed - Actual overhead

incurred = ¥2,50,000 - ¥2,80,000 = 30,000 (A).

www.scanneradda.com

oAl hours LR:i bonus budget UM s, actual output H(-l standard hours UM 2R .
Standard hours allowed = 51,200 units x 2.5 hours = 1,28,000; actual hours worked 1,25,000; hours
saved 3,000. Bonus rate = 60% of the standard direct labour rate per hour = 60% x ¥4.50 = ¥2.70,
212¢ bonus payable = 3,000 x $2.70 = ¥8,100. %1 S14 €dell hours standard hours 5di dtll o1 dl
S8 hours o121 42{l 244 s1€5 bonus 2l — 131 AisS| AUl sled H cudl.

www.scanneradda.com

Application [ @ausdl - sum GSedl - 1 ust
= udd| variances 2RI, €35 UR (F) § (A) dudl, 244 AR U9l % income statement -ldl — statement dll
HEL A [RRUAL sl tissiA ol qgami elaul $2 8.

= statement USdi mark-up -l Fuumiell selling price 21edl dl21Mi s131; selling price UL margin 4 G9SHI
$clcll-l marks A AU ©.
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PQ 10.1 - MTP 2025-Dec S2 [5] (a) - DESC - 11M - Pg 753 LEVEL 11 Hard
Application
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USWL 14

Marginal Costing

8 (A - 53 adllgel usll - Hestel: A

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvcMi AL &

uddi sums

Level | — Comprehension & Knowledge 12.0% 324 uiadl 39 marks

Level Il — Analysis & Application 88.0% 324 uiell 285 marks

Yu-l Level | "yicii Hulelell 12 4L USWUAL HIAL 12% marks Comprehension 24 Knowledge -l 8, %13 UUR HI2 ICAI o 20-30%
8. 2UER ddl o5l theory AT oig 2| & — UElHL @211 €35 mark sum BSAlA % HA B, led dUR| ed ARURY, dli2
A&l

www.scanneradda.com

(i 1: WRUA [Introduction]

L2P4-C14-TO1

CONCEPT BASE — icUIR Y&l S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first ci™l — ICAI Study Material, Chapter 14, Marginal Costing — marginal cost 21
contribution 2»{%[, d¥l fixed cost j, treatment.

NOTES
Marginal costing U€lL UR M1t variable cost % Aald € 14 fixed cost - period cost QL 8. L9l
ole d-l UL 221 4§ ©: overhead absorption rate Hi includes only variable manufacturing
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overhead; inventory j Y& prime cost plus variable manufacturing overhead U 21 8;
overheads -j, ao{[s2W1 as variable and fixed 211 € (factory, administrative, selling and distribution
215 &l); fixed costs are regarded as period costs 241 d VAL AHUIOU A YYRA Guil Edi 8;
1 7€l el UelRll-l ASISRScL by their P/V ratio WA ©.

Y USWL %8 oA A1l UR A 8: Marginal income or contribution = Net sales - variable

manufacturing cost of goods sold - variable administrative, selling and distribution overhead, 44

www.scanneradda.com

Net operating profit = Contribution - fixed manufacturing overhead - fixed administrative
overhead - fixed selling and distribution overhead. 24l USWQM ¥ oliell ©1 d €35 statement AL %
ol dl21AL 51895 sHHI 8, led 2isA(Bld ST UL $H ULE AVl

L technique Vidl €RRUAL UR Q1o © 5 WYL sldle Bl Uld % s04d 6. d &R © 5 all
costs can be classified into fixed and variable, § variable cost per unit stays constant 2 © i 5
&8 dUouHi fixed cost stays constant in total. ©9UE HUERAL U $& & § material -l ®4ld, wage
rates § bulk concessions ¢ecld U\ variable costs unit €16 RUR AL 2, 244 fixed costs UQL s

www.scanneradda.com
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AHdU0uR] oflost AHUU Yl RUR Sl A2l s technique L At 1L dl 241 o5 cuil,

il technique VAWR 2AL HIZ AUAL 8, GiAL Uidl-l AEIHi: short-term profit planning by
B.E.P charts; break-even analysis &l how much to produce ss\ 829:,; more control over
expenditure, 51RQL § fixed - variable 2l €921 uisa2ll actual variable expense - budgeted variable
expense Al Aulld] ASIU ©; 4 decision making — make or buy, S¢S Uel2L oitl 5dl, machines
olgctal. AL AR BUAPLL % topics 3 &l 7 Y&l yd .

www.scanneradda.com

(M 2: Marginal Costing «tl cllet Vi HUlelAl [Advantages and Limitations of
Marginal Costing]

L2P4-C14-T02

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 14, Marginal Costing — marginal costing -l
technique -l SIUEL A4 HULEWRAL

NOTES
Al FIUEL €35 AR GeiR o8 HalY] M & d: Simplified pricing policy — g5t 210Ul marginal cost
per unit s AHu21RL oflest Yl RAUR & 8, vled pricing Al HssH (HRRL A ASIU O; proper
recovery of overheads — pre-determined fixed overhead rates % under- § over-recovery Glell 2
® d marginal costing i &dl +2ll; shows realistic profit — stock 24 WIP marginal cost U2 uild €
24 fixed expenses period cost RS dull et 8; how much to produce — d break-even analysis 1

www.scanneradda.com

uRs YU LS ©; more control over expenditure; helps in decision making — make or buy, Uel2l
oiel 5dll, machines oieddli; 244 B.E.P charts &L short term profit planning. H2119] duil, ugs| s
dldl sRReL: visdl HauloUAL marks Howedl 2]
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A HAUTERAL, i Ulats B+l WAL dlRaR uLel vUd © d QL It is not useful for valuation of
inventory; fixed cost 24 profit a3 ddl marginal cost UR U 2slaR - Al Ui Yell d
cannot be applied in a cost plus contract; 24 d decision making (2 fixed cost A ¢sld JAW ©, %
SURS vlal (s Yell de) o © — inter-firm AQUUHEHT 45, UaLR-L BRI 1PN 21 HIA| tax
YsaAR(l. el AT 4L ARQL o HIVR € i ALl % A3l Scll.

ol HAUlelRAl 1A el GriMi BElsAL 8 — 1 BelsAL 53\ cvdl. It ignores the time factor
and investment: ol jobs Al marginal cost ARuil SIE 2US, UBL 95 job AR AU & & 2 Hig]
machine dtu? & d-ll VRl cost d&lR 8, 244 marginal costing 24 eididg -2ll. 244 the classification
into fixed and variable is not always possible: SIHERIA 2uULcll YA BeuleA-l SE AR § AHU
A sl Aoiel - yeL sl

www.scanneradda.com

decision allall USWL g A8 el HUleL: sIES Uel2l contribution ol Yell key factor A1 oslsiA
A&l Ul Yell isq 2 AIsRSl] HIdlels vi-d 2l topic 7 -l €35 limiting-factor dlowll Ut 4L o
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(sl AsS| 2 8, ded Ul UL 4L s 2isal TG ©.

aiott duol 24 WIP -l of 21dl. Hi2L contracts Hi work-in-progress o HeUis sl auid fixed
a3u-ll fixed overheads - el eiisld AL ASLdL 2l — AR RAU(A oldiadl dM- AHd Sl us.
244 in the long run selling prices should be based on total cost; §81 S|l total cost 2l A=l
(B dle ALssl siaM HI2 A % elSEl [BHd uR 18\ S €, 14 sales staff marginal cost - total
cost A Wiz 5A ) 25 . el Gk 2 sElH YA AR B § sales staff 4 marginal cost
AUl qud Adadl i,

Remembering < 2lual &9l d g dH §3 29 59 - 1 U8t
= Ul ‘enumerate’ § ‘discuss’ $& 8 i Gk sHI(5d ALl B. AR HAA AL URL § © HEL, €5 AR
AHogAlAL s 2], 5-mark AL U WR WS 8; A0idL §53A A&l

TQ 2.1 - PYQ 2019-May [6] (e) - DESC - 5M - Pg 760 LEVEL I Medium
Remembering
Analysis £ WSl oslg 24 URUR Aoiel duRel - 1 U8t
= §RIERAA marginal costing management < ] sdl € 8 21 Ad Ul — decide, plan, control —
technique AL QLM 215 A&l

= U AaAsIRL AN dl 2id 2As-ol HUlEL UL duil. oid oll9y oldidddl GeiR Al Al usL [GuRdl du 8.

TQ 2.2 - RTP 2025-Jan [19] (a) - DESC - Pg 761 LEVEL 1l Hard

Analysis

(<t 3: Cost-Volume-Profit (CVP) Analysis

L2P4-C14-T03

Read first il — ICAI Study Material, Chapter 14, Marginal Costing — cost-volume-profit analysis
24 profit planning Hi d-l GuulaL.

NOTES
e, Gk % AR idIMi I 8 dui. CVP analysis 21 management 214 At © % profit
planning -l g€l %€l ©esl — 2i2d § cost, selling price 24 volume of activity — a2l ot cidtid
9. d the analysis of three variables — cost, volume and profit ©, d costs, revenue, activity levels
2 duiedl Alsadl profit dA-L Aoiel dUIA ©, 24 d aims at measuring variations in cost and
volume. U\ net profit U d 9 AR VAU UR 52 © d ARldl: selling prices Hi 5512, volume of
sales Hi 552, variable cost Hi 8RR, fixed cost Hi $5(2. 4-mark <l AU marks 2L AR % A U
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“

.

1l analysis 98 2is2(B1d U LA B, Gl %5 51 d- HiS ©® d s¥: Contribution = Fixed cost +
Profit; P/V ratio = (Contribution + Sales) x 100; Break-even point = Fixed cost + P/V ratio; Margin
of safety = Actual sales - Break-even point. 24l UlEl $HML % BdRl, SREL 5 €35 Al2l Gu-l &l2l-l
ol dluR ©.

www.scanneradda.com

AR AU vil2 1A cUIR contribution 2124 fixed cost 2L wil2. el B USdl 9
HIA HI2 Contribution = Fixed cost + Profit = ¥13,50,000 + ¥9,00,000 = %22,50,000 213l € 4
v{lzalal oflost €9 HIA HI2 Contribution = Fixed cost - Loss = ¥13,50,000 - $4,50,000 = £9,00,000.
viled elle sal oled BHRL ecfl 2 4L USRAL UM Alel ay Ul ofd 6.

contribution 2{l Q21 ALl sales Y¢ll: Expected sales volume = Contribution + P/V ratio. ©9Ucl
GelHi USAl 89 HIA M2 ALl P/V ratio oflost €9 HIRAMI URL dURpA 8, SRRL S Ul 58 O 5 selling
price and fixed expenses remained unchanged — ratio §2\ dllURdi Uddi dHRL working Hi L dld
aull, 4EldR $REIAL mark o1 8.

www.scanneradda.com

Application [ud @ausdl - sum GSedl - 1 ust

Y Y

= HPRWRIRAA Ul 2L 4 o5 dl. P/V ratio $H2ll Ueq Sl sclle sl 8; 2 Uil UR 241d A&l ui Yl oflog
59 230l 2usig 2.

www.scanneradda.com

PQ 3.1 - MTP 2025-Jul S1[1] (c) - 4M - Pg 763 LEVEL 11 Medium
Application
Analysis ©& WSl oslg 24 URUR Aoiel duRidl - 1 U8t

= ol YRLR(l: CVP analysis U MI2 ), 24 cost 2l volume At §§12-1 profit U+Al AR, ¢ll%) HIRI 12
8 — price, variable cost, fixed cost 244 volume - 2is ugdl As dl.

£
)
o
]
©
©
«
-
o
c
c
L
o
@
3
3
H

= €35 §WR HIR dull & contribution, P/V ratio i< break-even point - ] 24 € — 4L % $4. marks 2l
Brydl-it s o 4 8.

TQ 3.1 - MTP 2026-Mar S1 [6] (Or) (c) - DESC - 4M - Pg 762 LEVEL 11 Medium
Analysis

www.scanneradda.com

(™ 4: Break-Even Analysis «l W (il [Methods of Break-Even Analysis]

L2P4-C14-T04

Read first <l — ICAI Study Material, Chapter 14, Marginal Costing — break-even analysis, P/V
ratio 244 Y2 <Rl break-even point.

www.scanneradda.com
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NOTES
Yali-l AYs, GRAGR FH Bl Bl dluR ® du. Contribution = Sales - Variable cost 4

Contribution = Fixed cost + Profit; P/V Ratio = (Contribution + Sales) x 100; Break-even point
(units) = Fixed cost + Contribution per unit; Break-even point (value) = Fixed cost + P/V ratio; Sales
to earn a desired profit = (Fixed cost + Desired profit) + P/V ratio; Profit = Margin of safety x P/V
ratio. YA Uldl-{l dldlHi dudl, uesl dHi e ysl — BeRl 2H % 52 8, 2 €35 LAl marks w2

“

.

ol Ul ol -l sales 244 profit 24U Ui ratio dsladHiadl 241d ©: P/V Ratio = (Change in profit +
Change in sales) x 100. ued\ Fixed cost = Sales x P/V ratio - Profit, 42dl % o u{l2 S i Fixed
cost = Contribution + Loss. istl &l-{2l gil: el GeR $§RA [11,20,000 - (-3,80,000)] +
(2,40,00,000 - 1,80,00,000) = 25% 25 cul €. Wled el vl AN dell L % ofet VUHIAL ABL
GriRIHI YRS .

cost A fixed 241 variable Hi d&Ul S Ul Yell A % A AScll 2], 24 A [Aetos--L o sal
Rl V. ol activity levels uRel|, Variable cost per unit = Difference in total cost + Difference in units
— YR %l Ul unit €16 average cost AU Ui USdl total cost Hi §dl (4,000 x 3.75 = ¥15,000 and
5,000 x ¥3.50 = ¥17,500, so variable cost is ¥2.50 per unit), g9\ Fixed cost = Total cost - Variable
cost = 315,000 - 310,000 = %5,000; totals - oled averages -l dsldd ddlell ddl vilel Gk HA © %
AR AL 8. Ui d-l o1ed cost AL €251 percentages of cost of goods sold or of cost of sales d3\5
UL ST el oflogdL(QLetell BSel: COGS = 0.57 COGS + ¥4,51,500 Hi2ll £10,50,000 HA &, 4 COS
= COGS + (0.04 COS + 1,02,000) Hi2ll 12,00,000. Selling and distribution overhead 1 cost of
sales | 251ARl 8, COGS Al AEl — o AEUR R IS el AR V.

sales -l 2512 dR5 s&dl desired profit A AHISWL dRAS Hisdl us, etrUsRe] 4l Gl 18S =
3,75,000 + 95 (20% of 455) duil Bsd €, 2421l Sales Value (S) = 0.7 + 12,60,000 + 0.2S, 22d § =
12,60,000 + 0.10. on sales 20% -l profit 2 on an investment 20% o AR ol el aq ©: 6ilog dl
fixed cost Hi BHRUL A5l 3[UAAL WisS| 8, usq wonQll M WHISL B.

o selling price § 518 cost HEAU Ui break-even -l YA VS Ui contribution per unit 44
P/V ratio 52’1 LRI el B UM AL B: revised selling price 24 - 10% = X21.60; revised
contribution X21.60 - 316 = X5.60; revised P/V ratio 25.926%; revised BEP = Fixed cost + revised
P/V ratio. 21 % GtiR value dloll <l 244 unit dloll R«ll ¢ldid 8, %5 ¥30,85,705 244 ¥30,85,711
UM 8 — 21 AN S7l-AL cdglad 8, o4t AST; oid HI-L 8, led il sl Rl dledl d dudl.

margin of safety 2l ust< Gletel diudl. margin of safety units Hi 244 30 2] sl AR Selling
price per unit = MOS value + MOS units; Total sales units = MOS units + Break-even units; Profit =
Total sales - Total cost; P/V Ratio = (Profit + Margin of safety) x 100; Fixed cost = Break-even
sales value x P/V ratio. ®&li margin of safety 25ldARIH{ AUE sl AUl d-ll Ys 2i2d break-even -l

ratio: Break-even sales ratio = 100% - margin of safety %, 212d 40% margin of safety Sl dl break-

even sales i sales -l 60% ©.

— 178 —



CA INTERMEDIATE PAPER-4 - SCANNER NOTES - GUJARATI EDITION

o ugild, plants § machines a2 udedQl. Q{QU{lHQﬂi statement oLl — selling price, olle
variable cost, contribution per unit, x capacity, total contribution, € fixed cost, profit — - d-il
el el didl dl. cost indifference point 212 osi o+l total costs AL 2R (fixed cost -l
£2,00,000 -l dsleld 24 unit €16 Z5 -l variable cost -l dSldd 40,000 units 24U ©), 244 marks
el el ©: indifference point 2l 2L activity level U 2L fixed costs 24 delR variable
costs allall ([dseu aruRd; d-itell BUR, delR fixed costs 24 2Ae9L variable costs alall. ol u-{l:Al a2
ARuAL 5L HI2 €38 Su-lld s contribution A5 @ull — 0.208 = 1,72,000 + P 24 0.40S =
5,80,000 + P — i o 112l B5dl.

www.scanneradda.com

Remembering < 2lual &9l d g dH §3 29 59 - 1 U

www.scanneradda.com

s €385 LML AisSL Ul YA dull. BUR YA ddR-AL AR issl method -l mark Hawddl 2.

PQ4.11 - RTP 2023-May [13] - Pg 778 LEVEL | Medium
Remembering
Application [Fud @dusdl - sum GSedl - 13 ust
= UL ULALAL $HIS UHIQL S9LAR BiR UL 4 €35 ¢L19L UR daetdd ysl. URlets (i) 2l (iv) 4 AedL duRl 8,
2l2d (i) i fixed cost Wl2l sl dl Yot 4 Yeu aidiel sl dl (jii) Amiael usdl -2,
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= P/Vratio 4 Gtk %26l €2ligl dlu dedl eliRHl dul (53.41%, 25.926%, 21.67%) 2 2 % AiSSL UL
Brul dES ol dl adell ygulsHi allor a2l uel-l €25 dldl vill o ©.

:
E PQ 4.4 - PYQ 2019-Nov [1] (d) {C} - 5M - Pg 769 LEVEL Il Easy
s Application
é PQ 4.5 - PYQ 2021-Jan [1] (a) {C}- 5M - Pg 770 LEVEL Il Easy
B Application
PQ 4.12 - MTP 2024-Mar [4] (b) - 4M - Pg 780 LEVEL Il Easy
= Application
_,E PQ 4.6 - PYQ 2021-Jul [1] (d) {C}- 5M - Pg 771 LEVEL Il Medium
2 Application
E PQ 4.7 - MTP 2021-Oct [5] (a) - 10M - Pg 772 LEVEL Il Medium
% Application
z
: PQ 4.10 - MTP 2023-Mar [3] (b) - 10M - Pg 776 LEVEL 11 Medium
Application
PQ 4.13 - PYQ 2024-May [5] (b) - 4M - Pg 781 LEVEL Il Medium
E Application
3 PQ 4.1 - PYQ 2018-Nov [2] (b) - 10M - Pg 764 LEVEL II Hard
e Application
§ PQ 4.2 - MTP 2019-Mar [1] (a) {C} - 5M - Pg 766 LEVEL Il Hard
s Application
2
2
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E PQ 4.3 - PYQ 2019-May [5] (a) - 5M - Pg 767 LEVEL 11 Hard
2 Application
§ PQ 4.8 - PYQ 2021-Dec [2] (b) - 10M - Pg 774 LEVEL 1l Hard
= Application
K PQ 4.9 - PYQ 2022-May [4] (b) - 5M - Pg 775 LEVEL Il Hard
3 Application
z
PQ 4.14 - PYQ 2026-May [5] (b) - 4M - Pg 783 LEVEL 11 Hard
Application

(™ 5: Margin of Safety

L2P4-C14-T05

Read first <™l — ICAI Study Material, Chapter 14, Marginal Costing — margin of safety 21 cash

www.scanneradda.com

break-even point.

NOTES

e, B ULE © dH: margin of safety 212d the difference between the expected level of sale
and the breakeven sales, 244 12l margin of safety ¢idld € § -5l Adl-l AU AR 8. theory -l
UMl oA 2L AL % Yo 8, wed el A duiall Alsng 2gHi- oid 2l

www.scanneradda.com

dq atatdl At A, 244 el GeiAMi AR auAS 8: Margin of safety = Actual sales - Break-
even sales; Margin of safety = Profit + P/V ratio; 21 units Hi, Margin of safety (units) = Profit +
Contribution per unit. 1@l Ad didi, Profit = Margin of safety x P/V ratio. 2512\, Margin of
safety (%) = (Margin of safety + Actual sales) x 100. HUSAL 934 251 2410 d duRL 244 58 ARl d
qudl.

margin of safety 24 break-even point 2iso{lot-l Y25 & — sales -l isSL viledl 2 did AR,
Ui Ul margin of safety  sales -l 251<lRHI 241 fixed cost 24N Ui Gl d@ul © Sales (S) = Break-
even sales + Margin of safety, 12d S = 42,00,000 + 0.255 244 S = 42,00,000 + 0.75 = ¥56,00,000.
ol margin of safety JEUREL sales L 40% SIU Ui break-even sales ratio is 60% 4 Revised fixed
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cost = Revised break-even sales x revised contribution to sales ratio.

Cash break-even point. Cash fixed cost = Total fixed cost - Depreciation, 24+ Cash BEP (units) =
Cash fixed cost + Contribution per unit — £9dal G« (310,50,000 - ¥1,90,000) + %50 = 17,200
units, A AMI-U break-even 21,000 units. UHT AIH A4S s&El non-cash item % olsR -lsA ©;
fixed cost Hi2ll ofloy 59 sta2ll el

www.scanneradda.com

o SIE capacity 2R U8\ fixed cost 218 UILRR] AS AUl ARQLAL USal A UL duRil. vl BeR
UR 58 8: dgdisHl -5l Haddl the company must exceed 80% capacity, requiring additional
fixed costs, 212d -l fixed cost 10,50,000 + %1,50,000 = ¥12,00,000 &4 8, A AR UL\ o
Required units = (New fixed cost + Desired profit) + Contribution per unit. Capacity utilisation =
(Required units + Units at 100% capacity) x 100, 21+ -l margin of safety 212@ required units

www.scanneradda.com
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UL dl break-even units — ol Ul fixed cost U 53 AL

semi-variable cost Hi2ll unit €16 Vtisst otittell. G Variable cost per unit = Direct material +
Direct wages + semi-variable cost -l variable €25 & ; the fixed part of the semi-variable cost =
Total semi-variable cost at that level - (variable rate x units); Total fixed cost = that fixed part +
the fixed overheads; 4 Selling price = Variable cost per unit + Contribution per unit. 2l 2l
92691 @191 (i) USei sHil5ct working note 215 A — method -t Hl2l @214l marks Ui % USell 8.

Application [Fud @dusdl - sum GSadl - 5 ust
= ol U margin of safety Al fixed cost & profit HI9L Ui Profit = Margin of safety x P/V ratio 3 sU.
2 A2l g5l Rl B 4 G A o & V.
+ €28 HEWIA drlt Uil sHIBd HALAL @501 9 82, A ol YOI S AR units Al BTR 244 value -l
Gl AL oldidl.

TQ5.1-PYQ 2021-Jul [6] (b) - DESC - 5M - Pg 784 LEVEL Il Medium
Application

PQ5.1-PYQ 2018-May [1] (c) {C}- 5M - Pg 784 LEVEL Il Hard
Application

PQ 5.2 - PYQ 2022-Nov [1] (d) {C} - 5M - Pg 786 LEVEL Il Hard
Application

PQ 5.3 - PYQ 2023-May [1] (c) {C} - 5M - Pg 787 LEVEL Il Hard
Application

PQ 5.4 - PYQ 2026-May [2] (b) - 7M - Pg 788 LEVEL Il Hard
Application

(v 6: Angle of Incidence

L2P4-C14-T06

Read first <l — ICAI Study Material, Chapter 14, Marginal Costing — break-even chart 24 angle

of incidence.

NOTES

qul U5 % el & W dul cid lines L Al point o A uaq % wlSA: angle of
incidence 2124 break-even point UR sales line 11 total cost line AL €9g2ll oi-idll liQFl. a3Hi break-
even point 4l Geclul 4 sl d el Ys| 2R 8.

2L YR ) 1l 8: break-even point d2leul Ug) sl sUL €2 SHIAR B d d oldld 8, 24 the wider
the angle the greater is the rate of earning profits. 21 €2 8, 354 A&l — d- sl %22l d\s
aelagl el
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d- margin of safety 112l oISl didl. el G 2 alsiell YA A & o5 oflosl mark 24uld ©:
Gl margin of safety A1&-Al Hi2l angle of incidence 2Acid 2ggn RAUA eictid 8. ol marks il s
AT AR HEL L s 24Ul — d 2RI 6l 8, d g elclld 8, 4 Bl margin of safety L2l Hlel
YRl g Yud 9.

Remembering < 2lual &9l d g dH §3 29y 59 - 1 U
= L 2-mark -l ¢8| el RS URY . AQL 281 HEL, SIS Uil A&l — marks ‘intersection of sales line
and total cost line’, ‘rate at which profits are earned’ 241 ‘with a high margin of safety’ 21 2celHi % ©.

TQ 6.1 - PYQ 2012-May [7] (c) (ii) - SN - 2M - Pg 790 LEVEL | Easy
Remembering

(<™ 7: Decision Making Hi CVP Analysis il GUidL [Application of CVP Analysis in

Decision Making]

L2P4-C14-T07

Read first il — ICAI Study Material, Chapter 14, Marginal Costing — [F@l{l U CVP analysis il

GulaL: make or buy, key factor, accept or reject, shut down 4 pricing.

NOTES

$65 WQL ALl USdi relevant costs 2L ©MUEl GriR ULl A Rigict 24U 8: Variability —
(Giseudl uiealld sRQL SIS cost 5 dlet S2el dd § €12 ©, %M variable costs volume A& GEA ©
211 fixed costs volume M d S A L 21 % ¢ 8; 4 Traceability — cost 241 Uiedll a3
oiel-Al HeatL, o3ui direct costs ([AseU U AU € 244 indirect costs SIE clogoll AUELIR apportion
A 8. duiell Alsadl sl [[aM: SIS fixed cost (RRAHE UR o5 2d R d 2 [Aseud o daldl
SlY Vi A2l 210l ASRL ddl S, i Ul 526ls fixed expenses A ‘incurred only if this product is
manufactured’ 241 ¢llot ‘incurred whether any product is made or not’ & i uddl ol ([l
8 v Alowl Gl ol sl H2ll. 21 9% Ad, %l budgeted sales uddall Rigg, U 2L S i wlell
fixed overheads djd I15) YUl 8, 2ved special order U2 s18 fixed overhead Uadl 2ll, 244 direct

order U no sales commission 2lag 2.

Key factor: 84 contribution per unit of the limiting factor U2 2L, Uelel-l contribution per unit U
€l A€l Gl % sH WLl & ©: contribution per unit LB €35 UEIRL AL AULELAAL T2l AASH AU
d-t2ll a2l contribution per kg / per litre / per machine hour / per labour hour s12l; rank 2l
ugdl rank | 4 d-l 1210 & capacity Al 212 Yl e glandl 4144 oSl rank 114 21Ul sl ol AR
ule) ©: 215 G<™M bottle €18 contribution I160 444 190 & Uyl material -l litre €\s contribution
20 211 ¥19 B, 124 bottle €15 2 contribution Ruddl Uil B)d 8; ellowui unit €ls
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contribution 17 A4 T16 © UL machine hour €16 contribution ¥8.50 1 ¥16 8. contribution per
unit U sM AUl A URURARLd Wizl Gt 8.

Make or buy: ot-llddl-ll relevant cost A purchase price 22l AutLdl. Relevant in-house cost =
Direct labour + Direct material + Variable overhead — fixed overhead is excluded, SRQL & d ¢id
Ad «dl-l % ©; Saving = Purchase price - Relevant in-house cost. i 518 component -l in-house
cost purchase price sl dtll @t Ui d 2l il dl. i labour § ofloy sIE Ale- gelot siU
Ul components A saving per labour hour WML $1 24Ul 4 hours V2 Ui Yell 2 o s1 oi-1dl.
ol delR oidlddl HI2 machine 182 214 fixed overhead Hi uaL(@ 2ud i 24 WIER] 541 us:
minimum additional quantity = Additional fixed overhead + Saving per unit — AL GMi
¥7,500 +%0.0375 = 2,00,000 cans.

Special order SRl § AsRdl: 5118\ incremental contribution -l €, 244 ugs) capacity AL 3t
order U< contribution 4 statement ot+ldl — order -{l revenue &9t order WRUR Bledl Scll
variable costs (%Hi order | Uldi-ll batch 20s4RQll Ul batch-level cost 21 S18) UL delRi-L
shipping s packaging cost 2d). 51954 capacity Sl A1 fixed cost + deldl SlU Ui contribution €l
Sl dll RS RL “wi capacity vj2dl sl 4 VRSl regular sales UR dHldlg contribution olle S2U:
el Briui order UR ¥1,12,500 HA € URL regular contribution L ¥1,74,000 JHld 8, 2424
Alvu{] 61,500 -l w2 AR S 2144 order AR 8. 6l ARUHS HEL ARAR 2Ud 8 A cid-Al marks ©:
local Atss £92 2MIA AURIEL order YR\ (SHAALO slet-l R sl 53 AS 6, IR export
AlssA I A AR 244 offer Al (5Hd relevant cost A W 8, Su-l-l A1 absorption policy
S5 salddl total cost AM Al

Shut down: Algf Avici-l viled oitl sl vii2 At ARvldl. o columns WAL WA Hisl — Alg
Audll Hog contribution A YA, i €35+ A VRUR eHidLalall Usdll fixed cost, % Giel el
(51l fixed cost - fixed cost avoided + additional shut-down costs € (e914el GiRui ¥4,20,000 -
%2,50,000 + 325,000 = ¥1,95,000 & 8). 5Hi vil2 eIl sl d s, Shut-down point (units) =
(Fixed cost if continued - Fixed cost if shut down) + Contribution per unit — (34,20,000 -
%1,95,000) + T3 = 75,000 units. el Add il U2 Y2 sA: 5u-{l2A should consider many other
factors before finally deciding.

Minimum price 244 relevant cost «ll . minimum-price Aol G 9% sH (HUHl |@2uS © d s4:
costs already incurred and progress payments already received are ignored — d sunk €; material
already in stock is charged at its replacement value, %1 d ¢{log quRldly sld dl; Yot Rd ([detdld
labour d-il de-t BURid % 53¢ contribution UQL A1 dld 8, UM el €2 (direct wages L 3Tl
€ls ¥3 o contribution); opportunity costs of alternatives given up are added (scrap -{l Gluey 24
drawings -l dALQL (5Hd); 241 savings from an alternative use of a part removed are deducted, d-
@a‘t uLsal-il cost elle 52AA. direct wages -l 2511 absorb YAl fixed overhead minimum price
Al 12t A2,
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Sales mix 24 capacity levels @+l URie1l. -S| mix 112 Gl composite contribution per unit =
3 (contribution per unit x that product's fraction of the mix) §1& € — (340 x 5/8) + (350 x 3/8) =
343.75 — US| Break-even units = Fixed cost + composite contribution, 24 d-l mix -l ratio Hi
uLesl a&A 8. capacity -l R § process Al URAed{l HIZ €5 R AU profitability statement
oi-1Ldll: contribution per unit x units, Gl fixed cost, profit — 24 &l § capacities HEA AR
‘which process’ -l Gl ULl HEAM 8, 212d d MM U WIVR 98 capacity AU drll U Gl 41Ul

www.scanneradda.com

Remembering < 2lual &9l d By dH §31 9 59 - 2 Ul
= Decision il U2l relevant cost U2 §2 8. 58 URQL ALl usdi sALE| duil — cost [Aseul a?l ogel usdl
o192 24 (AL _ASS cost slal TS,

www.scanneradda.com

» 1 UBl SUGGEST & STATE §& Ui ARl %32 8. udeli isSt AU, Ul A3 cllsAHT HAMRL, o3l
wReis d Holl €.

TQ7.1- MTP 2024-Jul [6] (Or) (d) - DESC - 4M - Pg 791 LEVEL | Easy

Remembering

PQ7.2 - MTP 2018-Aug [1] (c) {C} - 5M - Pg 793 LEVEL | Easy

Remembering

www.scanneradda.com

Understanding auosdd, 244 el Y814 aidiag - 2 ust
= issl usdl [HRRAL (U dull — ‘accept if incremental contribution is positive and capacity is spare’,
‘rank by contribution per unit of the key factor’. [FuH-l Uldi-l 215 mark ©.

PQ 7.6 - PYQ 2022-May [1] (c) {C}- 5M - Pg 799 LEVEL | Medium
Understanding
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PQ 7.25 - MTP 2026-Apr S2 [2] (a) - 7M - Pg 834 LEVEL I Medium
Understanding
Application [AuM aousdl - sum Gsadl - 20 Ut

s G alevdrll 2isQLd dlls €], [Asediq columns dR1s vl statement d3\$ Hisl. Contribution per
unit, units, total contribution, fixed cost, profit — 2l % s,

= YW statement uedi unit €18 variable rates sladl working note oldldl (unit €16 direct material, unit €18
direct labour). S2cld e9Uel GiAHi 2 el marks A2 U .

www.scanneradda.com

s PQ7.15 - PYQ 2025-May [1] (a) {C} - 5M - Pg 815 LEVEL II Easy
© Application
PQ 7.18 - PYQ 2025-Sep [1] (a) {C} - 5M - Pg 822 LEVEL II Easy
E Application
: PQ7.22 - PYQ 2026-Jan [5] (c) - 3M - Pg 827 LEVEL 11 Easy
§ Application
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Analysis £ WSl oslg 24 URUR Aoiel durRell - 1 1%t

3 PQ7.1-PYQ 2018-May [5] (b) - 10M - Pg 791 LEVEL Il Medium
o Application
§ PQ 7.3 - PYQ 2019-Nov [5] (a) - 10M - Pg 794 LEVEL Il Medium
g Application
K PQ7.4-PYQ2021-Jan [3] (a) - 10M - Pg 796 LEVEL Il Medium
3 Application
2
PQ 7.8 - PYQ 2024-May [3] (a) - 7M - Pg 801 LEVEL Il Medium
Application
£
S PQ 7.10 - PYQ 2024-Sep [5] (b) - 7M - Pg 804 LEVEL Il Medium
= Application
E PQ 7.11 - RTP 2024-Sep [17] - Pg 808 LEVEL Il Medium
= Application
é PQ 7.12 - PYQ 2025-Jan [1] (a) (i) (ii) {C} - 5M - Pg 810 LEVEL 11 Medium
B Application
PQ 7.13 - PYQ 2025-Jan [3] (b) - 6M - Pg 811 LEVEL Il Medium
= Application
_':; PQ 7.14 - RTP 2025-Jan [17] - Pg 812 LEVEL Il Medium
s Application
E PQ 7.17 - MTP 2025-Jul 51 [4] (a) - 6M - Pg 820 LEVEL Il Medium
b Application
z
Z PQ7.19 - PYQ 2025-Sep [3] (b) - 6M - Pg 823 LEVEL 11 Medium
Application
PQ 7.24 - MTP 2026-Mar S1 [4] (a) - 7M - Pg 831 LEVEL Il Medium
E Application
z PQ 7.26 - PYQ 2026-Sep [1] (a) {C} - 7M - Pg 836 LEVEL II Medium
= Application
§ PQ7.5-PYQ2021-Jan [3] (b) - 10M - Pg 797 LEVEL Il Hard
s Application
:
PQ 7.16 - RTP 2025-May [18] - Pg 817 LEVEL Il Hard
Application
£ PQ 7.20 - RTP 2025-Sep [16] - Pg 824 LEVEL Il Hard
3 Application
-'E PQ 7.21 - PYQ 2026-Jan [1] (a) {C} - 5M - Pg 826 LEVEL Il Hard
e Application
:
2
2

» ouf o Ueldl § ol plants Sl Al dHA s Ul s dl Vi €35 AL HI URAE AL B § A2l A d s sl
cull, uedl ¢all 2SSt 24l

PQ 7.9 - PYQ 2024-Sep [1] (c) {C} - 4M - Pg 803 LEVEL 1l Hard

Analysis
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Evaluation HuEs WR ASRIA (AR 2wl - 2 ust
= id HAMEL ACEHT dull — accept, reject, make, buy, shut down — 24 GeiRl 98 RQUcHs ARl GHR &
d URL BHRL (RUU[AS cosR UL 4R, plant oitl $cli usdi-i oflosi uReal). AR Aissiell ¢3¢ Ul (Avsy
@R decision -l mark dH(d €.

PQ 7.7 - PYQ 2023-Nov [4] (b) - 5M - Pg 800 LEVEL Il Medium
Evaluation

PQ 7.23 - RTP 2026-Jan [17] - Pg 828 LEVEL Il Hard
Evaluation

(i 8: Marginal 24 Absorption Costing <R+l M€ [Distinction Between
Marginal and Absorption Costing]

L2P4-C14-T08

Read first cil — ICAI Study Material, Chapter 14, Marginal Costing — marginal 4 absorption
costing a3l Mg 4 oiA sl reconciliation.

NOTES
GLEAL VLS VLR, Vi Uals du table Hi HIdl ®. Manufacturing overhead rate — absorption
Ui fixed 241 variable ol 241d £, marginal i H(2 variable; valuation of inventory — prime cost
dxl applied fixed and variable manufacturing overheads {13 prime cost dil variable

manufacturing overhead; classification of overhead — factory, administrative, selling and
distribution A variable 1 fixed; operating profit — gross profit A3 contribution; net

operating profit; effect of stock valuation — opening 241 closing stock 1 € absorption S50 unit
cost of production U 242 52 © ULl marginal 50 does not; decision making — absorption d-
distorts 52 ©, marginal d- aids §2 €; 21 profitability — absorption €50 €35 Ugl2l fixed cost -l
(SRl GuIS © ed 515125l apportionment o] 24 Uil ©, marginal S50 fixed costs period
costs & w4 515128l P/V ratio o] w8, dd 2AQL column L table A2\$ quil: basis, absorption,

marginal.

u&di unit €16 full production cost litll — i statements d-ll U LR €. Direct material +
direct labour + variable production overhead = total variable cost (3480 + 3360 + 540 = 31,380),
ug9l + fixed production overhead per unit = full production cost (31,480). fixed -l €2 budget Hi2il
21 8, actual Hiell +Sl: Absorption rate = Budgeted fixed production overhead + Budgeted
normal output = 260,00,000 + 60,000 units = ¥100 per unit. €2 55| $2dl actual output dluRq A
AL Alell AU o4ed 8.

Absorption costing < statement, Gti2 9 s d-il rows &I ® d $H: Sales units x selling price =
Sales value (A); uedl cost of goods sold — Opening stock at 1,480 + Production cost at 1,480 -
Closing stock at ¥1,480; ugdl Under/(over) absorption; ugdl Add: fixed selling overheads; = Cost of
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sales (B); Profit = A - B. Stock  H&! fixed €125 A[SdAL full production cost UR A ©.

Under- § over-absorption 2431 12l 8 24 d-il st ARN sidl o5 ies2l. Under/(over)
absorption = Actual fixed production overhead - Overhead absorbed (units produced x rate per
unit). Under-absorption - cost of sales Hi added 521 8; over-absorption deducted 21 € 44

GRL A SIRAHL Adlld . Hlell § d production units U2 AL 89, sales units UR s\,

www.scanneradda.com

Marginal costing < statement ¢§ & -l d-l rows -s5| 8: Sales value, less variable production
cost at 1,380, = Contribution, less fixed production overheads (41ull actual 21isSl, H(&-
5,00,000 — sl8 absorption rate A&, 185 under-recovery -s)), less fixed selling overheads, =
Profit. 24wl AHU2UAIAL fixed production overhead aul ealdl slaell eui under- § over-
absorption -l |12l % sldl ell.

www.scanneradda.com

Reconciliation AL |12l statement € 241 dMi HI3t stock Hi udel fixed production overhead @ W
8. Profit under absorption costing + (Opening stock units x fixed overhead per unit) - (Closing
stock units x fixed overhead per unit) = Profit under marginal costing. €9tdel G<i4i April Hi g
GHRU 8 24 400 x 100 CllE A B; May Hi 400 x 100 GHRAU & 41 300 x 100 GllE AR 8. Stock
AL AisSL A2 working Higll 2414 ©: Opening stock + Production - Sales = Closing stock, 95 H[s-
H(&A AP 4 waAl B,

www.scanneradda.com

Reconciliation 9 [FuH oldid € 24 theory -l follow-up % HIPL © d: % production exceeds sales
Ui stock del €, 1 stock Hi fixed overhead 4L VA €9, 211 absorption profit is higher Sl ©;
oxdi sales production $3dli 4l Ui Ble¢. Fixed selling overhead never enters stock under either
method — M3t fixed production overhead % stock Hi 91U €9, 212d reconciliation Hi 1 s %
Sl eI O,
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Understanding 2uHotad, 214 eedHi 48ld oldiag - 1ust
= distinguish -l U2L: SIS WAL A column -l table Hi Geik VUM, €35 row {l ol ol AUHR(AL
s % Hel.
= fixed cost j treatment, stock valuation, stock ¢led A QUR profit -l AR, A €35 il sUl @_g AL S —
eg e dl. stock-valuation ctoll row @ reconciliation -l mark 24uld €.

www.scanneradda.com

TQ 8.1 - PYQ 2020-Nov [6] (e) - DB - 5M - Pg 838 LEVEL | Medium
Understanding

Application [Fud @dusdl - sum GSadl - 1 ust

N

s SR HEIRIRAL Yorlal s1 5 A €38 HISHL 12 S column AUl (iii)  reconciliation (i) 244 (ii) #i A
Sl3cl Aisst A2l Hg ol A HA ol 2 @uil 244 8 stock -l eflélell §s Ul d oldlal.

= statements U@l unit €16 full production cost, stock il €282 21 under/over absorption sHi(5d working
notes Hi Y5l. €35+ marks 2L ©.

www.scanneradda.com
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UsWL 15

Budgets ¥4 Budgetary Control

9 (A - 43 adllgd usll - Hst: B

www.scanneradda.com

ICAI SKILL PROFILE il Uu: {2 ICAl band: Level | 20-30% - Level I 70-80% — Al USWL cliRvycMi Al &

uddi sums

Level | — Comprehension & Knowledge 15.7% 268 Hiall 42 marks

Level Il — Analysis & Application 84.3% 268 uiel 226 marks

u-l Level | =yicii Hulerell 12l 4L USWUAL HIAL 16% marks Comprehension 24 Knowledge -l 8, %13 UUR HI2 ICAI < 20-30%
8. 2UER Adl Bl theory AT oig 2| & — UElHL @221 €35 mark sum BSAlA % HA B, led dUR| led AeURY, dli2
A&l

www.scanneradda.com

(i 1: Budget Al 2U9uUs A&l [Essential Characteristics of Budget]

L2P4-C15-T01

CONCEPT BASE — icUIR Y¢il S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first cil — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — budget 212&
QJ;, budget period 244 budget manual.

NOTES

Budget 212d is plan, Vi 9l Bl dui gf u1d & drital d-ll carval 2l . d €35 USR-L
activity H12-Al, HIUHE dM 95 AL, budget period Hi-l plan § SRIUT-L 8, o8 221G -sS| sl
Sl 2 dn-AL Hig AR Al Rigg 5l €A 8. ol dld d- forecast 4l UL budget vi-ild
©: d % AHAUGUA A1 B d-l USel i 8, 244 d HEHL A AR siAni e2ula 8.
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The budget period 212€ the period covered by the budget. Gl 2U® 58 © § there is no general
rule governing the selection of the budget period: calendar § financial year 4 budget gl AR gsl
doHi AU B — HIRLS § BLRLs, 21ual el trading activity AL UL A1 HAdL 4L dell
UM Dedl oeulal 2isl; [Azuell4l 24 o ¢121 sl € 8.

www.scanneradda.com

LUl el {2+ budget 2 d-l ot-lldddi budgets. -iss\ AHRUAL H@H] gel-ll -l Master Budget
o] e2ulart 8, 24 d-ll [AdLdaR €12sl Functional Budgets dR1s 2Alculdi 2448 1131 budgets GIRL
7% AR V. VAL dlsY % 4L topic A topic 6 a2l 581 &, 24 budgeting AL SI8 URL theory G-l
A3l d-iell s:al o3l .

Budget manual 31 €cl1dos € o8 2] ot Aclld 8. d 2dl €dldey 8 o5 budgetary control HI2
AsAl (sl sclnelR), sl ©3s, 24 933 forms d2il records -S| 53 8. il Usl Ulus

www.scanneradda.com
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22l YB & budget e g i edel Bl LRWR ARL o5 dRg 24 8: manual, budget period 24
master dell functional -l ¢l€.

www.scanneradda.com

(i 2: Budget ot-Aldall M-l 2A1US steps [Essential Steps for Preparing Budget]

L2P4-C15-T02

Read first <l — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — budgetary
control 4 d2 Gle] sdl-i udlAl.

NOTES

www.scanneradda.com

by Y

Ui wdLei, 244 UM $H UR AU 8. (1) budget period (MU Rigg Sl gl 4 2 Sl
Rig sal 12 2u-ALd] A5 ddl Al § AcRAL s8] 521, (2) Sguil Rigg $al HI2 58 Ug(ciAl sl
eRd) d 455l 529, (3) €5 UsR-L activity H12 budget period -l plan & SRIULGSAL HPHT dM o5 ALLMI
elsdl. (4) €35 ulsal & (Aetdl 53l actual performance < d-l budget el ALl Ugg[d
alsad]l i dglad Sl dl d-i SRR A5l 5dl. (5) i plan R - AU Sl Al YURIHS wdLg

At A g, i 2 ASU L Sl dll plan YRl

www.scanneradda.com

SH VUM ALE ©: objectives = activities = plan = comparison = corrective action. Wlei 12l 3
cat-{l design ©, U4 4 reporting - implementation &, Udlg 5 monitoring €. Ul U Al Sl &
consultant < “design, implement and monitor’ $2clld S€d] 8 Ul dHRL Ui uateid 2 AL 2oel
A1 URURL %1S] cdlell — UIEL L 95 8, A FBISIQL Glddid & § il Ut aixl ©.

Wy 4 FAHERIAL [GRAR clid & A 2L 5 control «ll. AU by each person or
department 2L 8, 241Ul el HIZ AS], 1 dSldd-i causes ASS| S1l-Al B, HIA 5H A4S, WaLlel 5 i
ol 221 & 2 oid-l marks 8: USAl YEURIHS UG, 24 2 ASU 4 S dl % revision of the plan.
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Gl sUIEA UEL dAS 2L, A dAAS AL el B Ui sHilEd asul 8, 244 5-mark AL UsHi
ualel €16 s mark 8. GtRHi budgeting -l SIUEL M3\ dAl detiarll A4Sl — A el UH ©.

Synthesis Al IS G Ul - 1 ust
= U2l design a system SQQL:_L 5S 8, 224 Btk sHu Sldl IS — centres -S| 53, budget period 4
key factor S| 521, budgets 1R $3U, UeSl Auld], report SA 444 U3 dl.

www.scanneradda.com

* monitoring Al A§ UR Y $2U. %8 design U UR o5 128 U Al ASHL %5 U GBSl O,

TQ 2.1 - MTP 2024-Dec S2 [6] (b) - DESC - 5M - Pg 847 LEVEL Il Hard
Synthesis

www.scanneradda.com
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(i 3: Budgetary Control
L2P4-C15-T03

Read first <l — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — budgetary
control q c3t, d-il e12sl, d-{l HuleRAl 244 feedback A feedforward control.

www.scanneradda.com

NOTES

ey, AGERA: budgetary control system 212& management control 24 accounting < g 2t
oui AsU Sl Al Yell olell s10RL 249Gl forecast 24 planning 24 8, 24 U\ actual results
A forecast $ei d2l plan Sl UWRRUHL A2 AL 8. 211 €128 -lell — forecast, 421Gl plan,
24 actual A2 RuMeEll.

www.scanneradda.com

AR s, He] UAUAHE o] dR YOI & 2 6id dR s o Ad Gk AU 8. Physical budgets
— YUes HUSdL, %4 § quantity of sales, quantity of production, inventories 24+ manpower. Cost
budgets — manufacturing, administration, selling and distribution, 211 research and development
Al cost | Hi[&d\. Profit budgets — 93120l -5l +sS| U AS ddli, BH 5 sales budget 24 profit and
loss budget. Financial budgets — 93-(2ll A1RUSIA R AsS| S A5 ddai, 9B § cash budget, capital
expenditure budget 24+ budgeted balance sheet. H2l¢] 241U, ugdl BelsAL; marks GELSAUAL .

www.scanneradda.com

& HUlERA, €35 12 Vis dlélq HauY). Based on estimates — budgets 4R Udddl § 24U (8l
URRAU(A U2 Bled] sl & 21 URRA(A clec it dl dH- YeRdi us. Time factor — budgets AURAM
BHAHT Al 2l 244 management 21 A3l [ASIRAAL AUGUHT g el vl A€l Co-
operation required — 321l staff Al ASSR AU Ad HAdl A2, 24 [€AS[d A €35
lsHAL Uldi-l &g sl . Expensive — dHi QRIS HIRRIL 24 Ale-Al AU 8. Not a substitute for
management — d 1l management q s Ale- 9. Rigid document — budgets 4 SURS S 210
dald 8, Ul budget d AR 5l UidRS A ollel URHAIHI AUdl $§1R AHLd] 5 d2d flexible

enough to incorporate ongoing developments é‘lﬂ oS,
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Feedback -1 feedforward c-l ¢l AHU-AL 8, i cid A2+ AceMUPL % marks €. Feedback
control budget -l AHUUAIAL actual results 121 A dH budgeted AissL AL A D,
variances are identified after completion of the budget period; d ex-post corrective control
system ©, 8 Ul AWMLY & TRUL MIS 61§ Hopold - Sl 4 HUSAL AlUSL eiel 2L Ue o 1A, i d
inexpensive to maintain €. Feedforward control d-112{l Gl ©: ex-ante preventive control
mechanism, %4 budgets A3ALAHI % 45S| 2 & 24 dH-l AH actual results are continuously
monitored, targets clid(ds iU & i %3 US dl 53 4SS\ U B; d requires a robust MIS
supported by an integrated ERP system N expensive Slell 89dl dynamic business environment

qlotl AU olelolA 8.

www.scanneradda.com

AR e12SiA topics 5 Vi 6 i AdUlsA@ LA dlndall sl ©2sil Uil G physical / cost /
profit / financial ©; capacity <l Uil fixed / variable / flexible; functions -l -l sales, production,

www.scanneradda.com
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material, labour, overhead, cash 24 master. AL €l AULE], AL YEL U — el Ul ARG Y

N

.

Remembering < 2lual &9l d g dH §3 9y 59 - 1 U

www.scanneradda.com

s URY sl €35 AL A5 BElsAL A ULE AV L UL 4-mark 4 5-mark 3U AL 5§ €35 HAlOL UR
dd 524 dull 91 d-l 8, HaULAL Sl

TQ 3.1 - PYQ 2021-Jan [6] (b) - DESC - 5M - Pg 848 LEVEL | Medium
Remembering

Analysis £ WSl oslg 24 URUR Aoiel duRell - 3 U8t

www.scanneradda.com

= components i - USAl BAUL, U9\ ARl S, 244 U T2l HIAL d2ell 9 AW AR HIL Ui AR AL

= feedback - feedforward <R Gig 21 € § U/UHUHEN SUR A 8 — €2+l uedl actuals UM, § el uddi
forecast A, 120 A3 53U, UL €354 Bels| M1l

www.scanneradda.com

TQ 3.3 - PYQ 2024-May [5] (c) - DESC - 4M - Pg 850 LEVEL Il Easy
Analysis

TQ 3.4 - PYQ 2026-Jan [6] (Or) (c) - DESC - 4M - Pg 851 LEVEL Il Easy
Analysis

TQ 3.2 - PYQ 2021-Dec [6] (d) - DESC - 5M - Pg 849 LEVEL Il Medium
Analysis

(i 4: Budget 1l AR [Preparation of Budget]

L2P4-C15-T04
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Read first cidl — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — budget
manual, budget period 241 functional budgets -l duR\.

NOTES

Budget manual — USdi 2AMAIRS vl U, U d-ll A\ d 2Adl €dLdoy € 98 budgetary
control Hi2 AR cu(sctxl-Al scleRIl, d-l &3S, 24 d-tl 112 932 forms il records -S| 53
&; d-l planning -l WEAHI AsauRdl dlsl Hie-l Yo HilSdl tnddl Ecdldori-L AAS @RS UL
agla 8. a1 ladl i Hud delRll: ARl objectives 4 21 budgetary control dxA s€ Ad R
$2 dr (Aell; dUR] 44 B4 12 functions and responsibility of each executive; procedure for
obtaining approval 211 d slQU 4l %; s3 functional budget SIQL dUR 52 & 4 budgets
soilont Ate 56 Ad oBlSU O d cldiddl organisation chart; €5 budget -l dR| Hi2 timetable;
scrutiny -l 2Ad 244 d S1QL 52 B; A ddl-i reports, statements and forms; accounts classification,
o accounts department i budget department Hi 2sRv| % $lq %1E; reporting of remedial

www.scanneradda.com
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action; 512 ugd\ revision or amendment -l ﬂd; 2 account codes -1l ULEL. Timetable 2A2¢l HI2

SlU 8 § prevent a bottleneck where one late budget holds up all the others.

Budget period — the period covered by the budget, 211 no general rule governing its selection;
AU Ad A4 HIRLS § BrLRis del-auouHi, 2l trading activity L UL A2 HAdl Ldl UUHi
ASARL 8. d 2-mark {l cuvul 315 YsiU 6, led ol disd Ydi ©.

2SI practical Ul functional-budget olitlcli-l €, 24 d -ASS| AisAHi Ald 8. Sales = production
— material consumption — material purchases = wages. & WA ijl‘l: Production (units) = Sales
+ Closing stock - Opening stock 211 Purchases = Consumption + Closing stock - Opening stock.
BatRls adugll sdi uddi aildls g 24issl working note Hi Allcidt 5 — wldl B total
production 4 AU quarters -l Sales dxil closing balance {191 opening balance A8 2L B 14
Ul USRI O § ARU BRHIRLS iissL et d-l ARl 1A 8.

Ui U production -l pattern 241U Ui 2 pattern stock Al Y-l UL & & — oid A& A ddSL.
Production in the current quarter = 75% of the current quarter's sales + 25% of the next quarter's
sales, 241 closing stock of the current quarter is that 25% of the next quarter's sales. 8¢l
quarter HI2 “25% of next quarter” dloll 12l Vied sl wAdel dri-L id-l finished goods -l closing
stock. oirl €25 121l wetdl Hisl 4 uesl Aaal 5U; marks 21 o dl-L o5 .

([Eauini sSdl closing stock clluRei USdi $ddl us. Budgeted period in days = weeks x days per
week (13 weeks x 5 days = 65 days); Closing stock = (Period sales + days in period) x &l (£l
2w, rounded up; material HI2 QL 1 9%, 95U daily consumption = total consumption + days in
period. el Bl UEl-L 241uiL unit & kilogram Yell BUR 2N 52 & i A did dvl ugL .

Wages budget -l AR WAl 8 2 Beeli d-l sH % G 4SS\ 52 ©. (1) Total standard hours for
budgeted production = units to be produced x standard hours allowed per unit. (2) Productive
hours = Standard hours + efficiency (productivity) ratio — 25,562 + 0.85 = 30,072.94. (3) SIH{ Adel
productive hours -{l s&dl 2s1R1A non-productive downtime BHL — 15% x 30,072.94 — 52l 5
o532\ labour hours HA\. (4) Overtime hours = Total labour hours required - Normal hours (workers
x weeks x days x 8 hours), 244 Wages = Normal hours x basic rate + Overtime hours x (basic rate
+ premium) — X9 dl 60% premium 22d ¥14.40. Downtime 1 worked 2Jel productive hours Al
2slaRl 8, vled d efficiency -l gross-up Ul GHRAU 8, s€l dui Haalg -,

o{lont volumes U+ expense budget vied adUl-i--flex 5 Vel sA. €35 s8cl 251aRA at
the budgeted volume unit €16 fixed 244 unit €18 variable 544 §cl — selling expenses unit €&
F15 Hi 20% fixed 2124 fixed I3 x 20,000 = 60,000 24 variable 312 per unit; distribution unit €16
12 Hi 85% variable 2124 fixed T1.80 x 20,000 = ¥36,000 i variable 10.20. Ug fixed & \H
o{ell volumes UR -l 21 9 Aull 44 HI3L unit €16 variable AisSIH % flex 83U, 24+ mixed expense -l
fixed @il variable 191 ol edL fl2lHi sicticl.
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Remembering < 2lual &9l d g dH §3 29 59 - 2 Ut
» budget manual H12 €1 AUl Q&R 5-mark Al U UIR ULSeL; Usei cutvdl AL, uedl ULEL. 2-mark -l
U RAL HIZ ol dIsd 24 ¢RL.

TQ4.2 - PYQ 2024-Sep [6] (b) - DESC - 2M - Pg 852 LEVEL | Easy

Remembering

TQ 4.1 - PYQ 2022-Nov [6] (d) - DESC - 5M - Pg 851 LEVEL I Medium
Remembering
Application [ud @ausdl - sum GSadl - 4 ust
= €35 budget - Uldl H21to] 44Ul w44 Hiu-l 2454 quil — ‘Production Budget (in units)’, ‘Raw material
purchase budget (in quantity)’, ‘(in value)’. Ul dH-l AL HIL € A d A dAURAL B,
= [faRdlq 3uid?, closing stock Al QLR 24 production budget s4ilEd working notes Hi ¥sl. €35 ©dl
BR UM % 52 ©, B purchases d2il wages -l budgets dHrL U AUIELR AV ©.

PQ 4.2 - MTP 2025-Dec S2 [3] (a) - 9M - Pg 856 LEVEL Il Medium
Application

PQ 4.3 - RTP 2026-Jan [18] - Pg 859 LEVEL Il Medium
Application

PQ 4.4 - MTP 2026-Mar S1 [2] (b) - 6M - Pg 862 LEVEL Il Medium
Application

PQ 4.1 - RTP 2025-Sep [17] - Pg 853 LEVEL Il Hard
Application

(i 5: Capacity § Flexibility it 2R 42([$Q1 [Classification on the Basis of
Capacity or Flexibility]

L2P4-C15-T05

Read first dil — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — capacity WHLQL
CPHSQL?[: fixed, variable 214 flexible budgets.

NOTES

Flexible budget <l cutvul, Gl o3 ol 3uni I ® dui. d 2Aq budget © %5 output, turnover &
oflowi A URAUAIH asleie-l AeeHM fixed 24 variable costs il ddrl dA-Al He S 4 adee
UHIQL AP Ad olgdlal HI2 esRlE Sl ; 24 CIMA WISl 29 budget o5 fixed, semi-variable 24
variable costs a3l ele SR Rl AL activity Al R UHISL sledldl HIZ 8l sl 6. uesl
ladl [ARleL o mark ©: static (fixed) budgets &l Gletg, flexible budgets SI€ responsibility centre i
ogel el activity levels Hi2Al 20U URQWHL oictid .

Fixed AH flexible — Qle-Al AR Y&l table ui. (1) Fixed budget operates on one level of activity
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and under one set of conditions 24 Mdddl URRA(AHI S1E 5512 - 2 2 &R 8, which is

unrealistic; flexible budget consists of various budgets for different levels of activity. (2) Fixed
budget €50 Giell costs s % activity level -l SiU €, V12d variance analysis does not give useful

information; flexible budget &8¢ each cost is analysed according to its behaviour. (3) %l
budgeted 4 actual activity levels W11l gel us dl fixed budget cost ascertainment and price
fixation H12 Wig Rt 241 ©; flexible budgeting cost -85\ $2AMi, selling price AsS| s 444
ALAUAS UMl HEE SR 8. (4) ol activity levels el Sl AR fixed budget €5A actual 44

budget -l AuUHR{ meaningless ©; flexible budget provides a meaningful basis of comparison.

Flexible budgeting SU12 JAu-LcllY A4 SUi olelold — o] AL ULEL, 4 Ul olHizl] si8 uel 1ol ©.
Situations: new business venture i HRLHL A2 el  «itll 2AS1; dependent upon the
mercy of nature dldl €ell, %l HIoL BLollScl UR AR AV labour-intensive industry i Gaule-d
labour <l GUe(c&L UR LR AV, Suitability: seasonal fluctuations in sales and/or production (soft
drinks); 2dl $u-l % frequently introduces new products or changes their design; make-to-order
@eliall (shipbuilding); influenced by changes in fashion 2dll GlloL; 24 general changes in sales.
€5+l A R GRIPL A UL qull — Al Bl A SR 8.

AR RIEL U UK management A flexible budgeting -l MAH©L 52l 5& . Sales, costs 24
profit calculated easily at various levels of production capacity 28 2§ ©; adjustment is simple as
business conditions change; d helps determine the production level, 51231 s budgeted costs el
g€l activity levels U dd-l UHIGL sales A1e cldld 8, 2126 management 85| Sl gl 2Ug R
UAe 53 AS 8; Vi d shows the quantity to be produced to earn a determined profit.

Format: columns Mi activity levels, rows Hi dd+. Production (units); selling price U Sales; unit €&
variable €2 Variable cost; Contribution (A); us\ fixed costs 215 ugdl s aQuUdel — B fixed part
of any semi-variable cost on its own line UQl 11d; Total fixed cost (B); Operating profit (A - B).
ol W HAA total cost HIBL Ui contribution Al lél 51| Atull UGl variable 244 fixed blocks 421 o
UL

AL €35 AL BlMi stepped fixed costs % os1 8. ‘estimated to increase by 25% at and
above 80% capacity’ 2dl fixed expense 60% 12 ¥1,00,000 % S €9 24 80% dll 100% oid U
£1,25,000 U €9; M1 80% capacity &l above 2dl advertising cost 90% U £WIU €9 w4 |95 SUiU
A&\, oflost costs slab WHISL WILRR A2 €: 4,000 units Al capacity atoil truck €16 4,000
transport, 50 dlu3\ s ddll seats dloll bus €18 A1, A AvUIAL SEEl ot UHISL ciedld block
entrance fees d@l prize money. Gieldl o€l diAl — ‘at and above’, ‘above’, ‘upto 300, ‘301-900
— Bl AR 9B oleMi US d 9% @dUSL. Step cost A UMIRRIR flex 5l A UURMRL vilel GR ©.

AL HIlSAHi semi-variable cost §921 Uisdl: Variable cost per unit = Change in cost +
Change in activity, 11 Fixed cost = Total cost at a level - (variable rate x units at that level).
el Gl ol Adaril: 2at ol AL el TBH-AL d2] HIzL volume -l % 55 SI; 1 Tl SIS
Hlel BUR variable €2 Uld ¢iecl2 (19,000 units BUR labour cost 50% dellR) i € 53 aielclld oled
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overtime premium on the excess units as a separate line ¢idlcl — 2,000 units x 9 x 0.50 =
%9,000. @i SIE cost -l variable €125 sales o (A€ €U 24 oliSHl production o, 4l Gl d-iL
Ul ALEUR S,

Remembering < 2llual &9l d oBug dH §3 29 59 - 1 U8t
AN hY

= 4PQ{ when a flexible budget is suitable -l 8, 2i2d €35 Hgl elell-Al AwlaL sldl o1, budget -l dLe
el

o HRHL HEL A B seatoll Ad] Uelrl, chsiR-L URem2ll -AsS| g output, 24 98-l costs HsELl variable
Sl ddl gell — el Gl 4t (51l 24 8.

TQ5.1-PYQ 2019-May [6] (b) - DESC - 5M - Pg 863 LEVEL I Medium

Remembering

Understanding 2uHolad, 214 iee{Hi 48l oldiag - 1ust
s o ul Al $u-l awld o3+t actuals fixed budget 4 dldll L sl i flexible budgeting o A 4], d-l
el ALUL, 244 UL LML AL AL SRUEL AUl SIIEL USEl cdlvdl — marks 2 % Ad sladidl 9.

TQ 5.4 - MTP 2025-Dec S2 [6] (Or) (c) - DESC - 4M - Pg 866 LEVEL | Easy
Understanding

Application [ud @ausdl - sum GSedl - 19 ust
= activity levels 2 U2l 98 $1 HI9L d % $H column L HeloUM] cdull, M 21 51 80%, 60%, 100% SIA. 251
uedi units 1i Sl 24 A 3uUidR cddl.
= €25 variable dlélHl citogui unit €15 variable €2 4 €35 fixed A2l cilogHi d-l BUER duil. detd ad1R-
AUisSI-l SR method At marks 2] Sl 2l

PQ 5.1 - PYQ 2020-Nov [1] (a) {C} - 5M - Pg 866 LEVEL Il Easy
Application

PQ 5.2 - PYQ 2021-Dec [1] (b) {C} - 5M - Pg 867 LEVEL 11 Medium
Application

PQ 5.3 - RTP 2022-May [13] - Pg 869 LEVEL Il Medium
Application

PQ 5.4 - PYQ 2024-Sep [3] (b) - 6M - Pg 872 LEVEL Il Medium
Application

PQ 5.5 - RTP 2025-Jan [18] - Pg 873 LEVEL Il Medium
Application

PQ 5.6 - PYQ 2025-May [5] (c) - 7M - Pg 874 LEVEL Il Medium
Application

PQ 5.7 - RTP 2025-May [19] - Pg 876 LEVEL II Medium
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Application

PQ 6.4 - PYQ 2023-May [3] (a) - 10M - Pg 887 LEVEL Il Medium
Application

PQ 6.6 - PYQ 2023-Nov [2] (b) - 10M - Pg 892 LEVEL Il Medium
Application

PQ 6.7 - MTP 2024-Jul [5] (a) - 7M - Pg 894 LEVEL Il Medium
Application

PQ 6.8 - RTP 2024-Sep [18] - Pg 897 LEVEL II Medium
Application

PQ 6.9 - MTP 2024-Nov [4] (b) - 8M - Pg 899 LEVEL 11 Medium
Application

PQ 6.12 - PYQ 2026-Sep [2] (a) - 7M - Pg 905 LEVEL Il Medium
Application

PQ 6.1 - PYQ 2018-Nov [5] (a) - 10M - Pg 881 LEVEL 11 Hard
Application

PQ 6.2 - PYQ 2021-Jul [5] (b) - 10M - Pg 883 LEVEL Il Hard
Application

PQ 6.3 - PYQ 2022-May [3] (a) - 10M - Pg 884 LEVEL Il Hard
Application

PQ 6.5 - MTP 2023-Sep [3] (b) - 10M - Pg 890 LEVEL Il Hard
Application

PQ 6.10 - PYQ 2025-Sep [4] (a) - 9M - Pg 902 LEVEL Il Hard
Application

PQ 6.11 - PYQ 2026-May [4] (a) - 9M - Pg 903 LEVEL II Hard
Application

Analysis £¢ WSl oslg 24 URUR foiel durRtell - 1 1%t
« fixed 241 flexible budgets a2l distinguish ~{l UL du- S % YL UR WA WA Y5l — €Rq activity
4 R, d §2 e B & A, d-it2ll 2l control U A%, A €8 SUR GuAP] B.

= A3l oAl diedl curyll A4 52 marks [CRIEHT 8, Bled Tdgl aFIsIAL UR Ll

TQ 5.3 - RTP 2025-Sep [18] (c) - DESC - Pg 865 LEVEL Il Medium
Analysis

Evaluation MuES UR ASRAA [RQRL 24Ul - 1 U
= Slsdl fixed budget A (fsga oxg olclld 8, 244 HPWN 2 & § dd g 529, uddi el Ul (AL —
flexible budget JAddi usdi duil § fixed budget 21 $FR AL HIZ AHI 4 A,

s MR d-l siRIug(dell 251 41Ul costs - fixed, variable 244 semi-variable i d&dl, 24+ budget
VRUR Rigg 2l R 831 s, o3+l wievn sl - sl dell el 1ot 2140 9.

TQ 5.2 - MTP 2025-Aug S2 [6] (b) - DESC - 5M - Pg 864 LEVEL 11 Hard
Evaluation
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(i 6: Functions L BUHR 42{[881 [Classification on the Basis of Functions]

L2P4-C15-T06

CONCEPT BASE — icUR Y¢il S165 ulear-ust -2l - Yy duidl w2 2uagus

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — function ULl

C{DHSQQl: sales, production, material, labour, overhead, cash 244 master budgets.

NOTES
Functional budgets 21 master budget -l [AldaR €25l 9, A €35 Ml BxR du- s o Aisaui
oliel V. Sales budget = production budget — material consumption budget — material purchase
budget = wages budget — cash budget. Sales uéqi 21d & SRQL S sales -l quantity % production
AL B; VH A AR HL AR AR U 67y s1E Haulel 2l — Hulled labour hours § HullEd
material — 244 AR limiting factor fixes the production mix first 241 sales budget 9% o1l 2AS d-ll
UR oiell 8.

www.scanneradda.com

Sales budget = quantity x selling price per unit, Ugl2LclR 24 H[SAR (5 channel UML) Hisd, 2is
total column AL, ol cld edl4Mi Aul: 91l Hid sold through dealers at a discount Sl i sales
budget net (SHd AR & — 2,000 less 15% = %1,700; 2 ol U (BHd-l §81R, glgl 2s1ad
24 campaign -l delRUAL o2l AN Ui dud séel s1 edlst — budgeted units x (1 + growth %) +
additional campaign units, 21 d U@l revised (S1d.

www.scanneradda.com

Production budget (units) = Sales quantity + Closing stock - Opening stock, €2 Y(8A § €2 quarter
215 column. %l closing stock Uedl-L dUl-L sales -l 251R] SlU i 1 2s1aR] Uld 9% closing stock
Al 2] 8, 24 each month's closing stock becomes the next month's opening stock — 224 %
eall HlSAL HI2 ul 2l adi-L id-l AisSt 15 . i d oled production pattern UL
S (Alg quarter L sales L 80% dxll UL quarter il sales -l 20%) i oi ©l2s Uetdl QAT
oldlcl- ARl 53U
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Rejection -l wastage GUPUSIR2L ARUA 8, ARUSIR A&l Good units required = Sales +

increase in finished stock; Units to be produced = Good units + (1 - post-production rejection
rate) — 28,320 + 0.96 = 29,500. Material U2, Material needed for production = units to be

produced x usage per completed unit (net of wastage), Ug9l Material to be purchased = Material
needed + (1 - wastage %) — 1,47,500 + 0.90 = 1,63,889 kg. 1.04 § 1.10 2l 9|Q{l gross up 59 A
YUl Wizl Gl £ 1 d oflot sl 2 4RpAR B2l vwiel ©.

www.scanneradda.com

Material budgets 6l doissIHi, 241 UA&LS dH A3 HIdL V. Consumption budget (quantity) =
units to be produced x material per unit, quarter UHIQL. Purchase budget (quantity) =

Consumption + Closing stock of material - Opening stock of material. Purchase budget (value) =
quantity x rate per kg — 24 ol Wy Altls a3RULA s&cl 251 el quarters Hi ogel etld

www.scanneradda.com
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URIE i A 2s1aR12A purchase -l 2l d@UL 24 €35 2SI L Uldi-l €2 e ilsdt 52U
Consumption il @2l Yeuis 4 sU.

Wages budget: Total standard hours = units to be produced x standard hours allowed per unit;
Productive hours required = Standard hours + efficiency ratio; S4 2dél productive hours | s&dl

www.scanneradda.com

25141 non-productive downtime BGHRL; Overtime hours = Total hours to be paid - Normal
hours, %4i normal hours 212& Ul 58l Hulel UHIQL workers x weeks x hours per week (A45<L(SU
40 hours, § 45); Wages = Normal hours x rate + Overtime hours x rate x (1 + premium) — 325 U2

50% premium S dl overtime -l €2 ¥37.50 & €. Overtime -l HUlEl weekly 21isSl 8, 212d d-
5alSUiAL Aval w12 R, (el v 41 A&l

Cash budget i receipts-and-payments < statement & - duli ollog s¢] 2ilag 2il. Rows: receipts
(debtors WiRl2ll du-il lag UHIQL dRjelid — dALQL UESIAL s H[EA 50% i ol H[SA 50% — dll 3S
A3uAl 21as B § [Hasdd dARL T HsA HA d H(sA); payments (materials <AL creditors dH-l lag
UHIRL, Beuled UL H[&H variable overheads, wages Hi Geulet-l H[&A 75% 24 ugdl-L 1S 25%,
N 315'1 w2 dal tax {J,Sqleﬂ-ﬂ H(SA); uedl Net cash flow, Balance b/f 211 Cumulative cash flow.
Depreciation never appears in a cash budget — ©9Uel U2l depreciation -l 2isSt AU € 4
el Briui d-l sl ¢llél @ 2ll. Budget vi-lladi usdi debtors l djdld, overhead l Ysagll
N wages Al {isqleﬂ — QUL 2L working tables oiLdl; marks A lags -l % 0.

www.scanneradda.com
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(ctut 7: Zero Based Budgeting (ZBB)

L2P4-C15-T07

Read first il — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — zero based
budgeting, d-ll doissl 244 d-ll SIIEL
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NOTES

vy, AGERL: zero-based budgeting 2i2d budgeting -l Al ugld Ui €35 cost element A WL
alegef] dadl ud 8, 24 budget 98 UGl ddlg & d uSl dR w1t Rl sl dH AR, Hog
@R budget allowance g~ Sl 8. Y [AAR A & budgets YL USHL AR cirtcll Sl dH, 2B
budgets -l A€ AR ol © — UL a¥ &l el Hiztedl S8 dld] 21 Ated) 2.

www.scanneradda.com

AR AoiSSL, VUL %8 $H, Vi €35 ARl Vs sy wISul. (1) Identification and description of
decision packages — decision packages 2@ 2dl sRIsHl & Ug (Al FH-AL 12 [ReR ddl-l siy,
g+ 4@l technical specification, cost benefit analysis G2 AIQUSIU AR, 4 UALCARRIY,
(USR] 2l AHWEFs o3l ollont Hel HI2 AR 8. (2) Evaluation of decision packages — {2l
Sl AR ", eisla{l Gualott i [uuAsR) 3Rl AWM. (3) Ranking (prioritisation) of the
decision packages — LlCi[-r\RA\l-ﬂ AL ALELR. (4) 54 AUl packages - Allocation of
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resources.

prioritisation -l iS5l §R$L ZBB A Priority-based Budgeting UgL §& 8. 2 o{log -4 GoiHi uRlq
8 v UYL UM Al mark ©.

d traditional budgeting s2cli 21t #12 Alzulg AQUU B — © YEL. d el el Ug (AL Yeuis
HI2 UdRuUd AULER 2 8; d management - allocate resources after a proper cost benefit
analysis $2dl € 8; d Ul 52 8 § sl tdl SR Sgl Rl sdl HI2 [QIlus 8; d a base for a
system of management by objectives Y2l WS 8; d (detd{lu budget 21 corporate gl 92 U2
2doiel Gledl 52 ©; 214 d identify wastage and then eliminate it SclHi Hee 53 ©.

SRIELAL UHHL 218 2L delR 241d & % AlULAURLAL WA 2]l — d- UL AALe-AL Y2 cost-
benefit analysis Ul o stacidi slaiell the chances of arbitrary cuts and enhancements are
avoided, 21 21l technique Uq (<Al in order of preference for the allocation of scarce resources
sH U 8. 21 UKL -lell § ZBB can be used for the introduction and implementation of
management by objectives 21 21 2d traditional budgeting il Sg2{l 2L ¢ UQL AE 8.

Remembering o 2llval ol d o di §3 29y 59 - 2 ust

s ARY eSSl A ARl uSdl U, ugdl €35 s disumi aRlH s, 5-mark -l Gtk led vl ddl AR

do{ssl.
TQ7.2 - PYQ 2019-Nov [6] (e) - DESC - 5M - Pg 907 LEVEL | Medium
Remembering
TQ 7.3 - MTP 2023-Mar [6] (a) - DESC - 5M - Pg 908 LEVEL I Medium

Remembering

Understanding auostdd, 244 deeiMi Y814 aidiad - 1 ust
= ‘Why is ZBB superior to traditional budgeting’ 4 ‘state the advantages of ZBB' 2 215 % ul€l ol dR
ARl 8. olHiall S8 URLAL GriR HAA AL 8 HEMI AU Yeord ST Ui Yell dRs1uel (Al + ctul.

TQ7.1-PYQ 2018-May [6] (c) - DESC - 5M - Pg 907 LEVEL I Medium
Understanding

(™ 8: Performance Budgeting (PB)

L2P4-C15-T08

Read first il — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — performance
budgeting.

NOTES
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equl: performance budgeting 212d ARAUAL ALSSAU dH % AUSER Sg2l-AL AEHHI d-il performance
o HeUs, 2 dHT 8L AUAUAL dRUL Aol UL Girl ARASU Sl (ARl YR\ uredll 9533] 8. oid 2idL
— ALSSAU i VSER, 251 AOUAL 2 eliedl Aol — HURIAL 8, 24 UL S mark oB2dl ALl usL
YSIU B, 2ld L s dlsd o5 2L BR 8.

www.scanneradda.com

Performance budgeting 2Au-Alddi WSl AAMHI Ui ag sldll oIS, (1) Objectives are clearly
defined — 552 2AcEIHi U SAUCL. (2) Objectives are translated into activities — AlS5U
functions, programmes, activities 1 tasks Hi. (3) Performance standards are established —
dlelds 24 SR LRRL, HIUES § standards 44 performance indicators eSIAE. (4)
Responsibility is decentralised — [A5(=d FFAUHAERIAL HIAUL UR ALERd management -l A, (5)
Accounting and reporting system is developed — 952 budgets A actual performance q

monitoring, analysis 2 review U8 2US.

www.scanneradda.com

2L UiAY 2S5 AIsOHI Ald © — objectives, activities, standards, responsibility, reporting — 1 4
Alsn o BiR-AL 5 6. o8 activity il AARA o5 4 53 Sl de standard s8] - A A8, 2 Hual
12 reporting system « Sl dll FFAHERL 4SS A UL 2AS. UM ULEL AST UQL AHTYAl 19 el 4L cllct
Us 2l auil.

U 526l dottd) HRL O d gl d 218 dR 5-mark -l descriptive d3\s ©UR] © (‘what important
points should an organisation consider’ — G Ui HAULAL AL YEMI) 44 28 AR 1-mark -l
Al d1s (BR HIAL UL dlsY). 248 mark HI2 Ui gL duiairll ofley osledl qHU dssi .

www.scanneradda.com

Remembering < 2llval ol d o du $3 29 539 - 2 ust
= R HAUL] Uid 2lee dR1S ule AL — objectives, activities, standards, decentralisation, reporting —
Ul €354 91l alsuHi vilel.
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TQ 8.2 - PYQ 2024-Sep [6] (b) (iv) - DESC - 1M - Pg 910 LEVEL I Easy

Remembering

TQ8.1- PYQ 2020-Nov [6] (b) - DESC - 5M - Pg 909 LEVEL | Medium

Remembering

(™ 9: Budget Ratio

L2P4-C15-T09

www.scanneradda.com

Read first <l — ICAI Study Material, Chapter 15, Budgets and Budgetary Control — budget ratios:

efficiency, activity, capacity usage 24 actual usage of budgeted capacity.

NOTES

T U Y

YidY ratios, GAGR BH Al Gl dvl 8 dM. Efficiency Ratio = (Standard hours for actual

www.scanneradda.com
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output + Actual hours worked) x 100. Activity Ratio = (Standard hours for actual output +
Budgeted hours) x 100. Standard Capacity Usage Ratio = (Budgeted hours + Maximum possible
hours in the budget period) x 100. Actual Capacity Usage Ratio = (Actual hours worked + Maximum
possible hours in the budget period) x 100. Actual Usage of Budgeted Capacity Ratio = (Actual
hours worked + Budgeted hours) x 100 — 21l 8¢dl ALEL Ad Capacity Ratio d2\$ UQL Ul 8. €35

€35 hours -l hours A1l ratio ©; dHIRU i § Ve units Sl dl 3UidR %) olIS| .

www.scanneradda.com

ol 9 AL hours -l A{SSL AR HAddl UR §2 8, vled dH-l uddi working notes dl§ 23l
Maximum capacity in the budget period = Maximum number of employees x hours per day x days
per week x weeks — 60 x 8 x 5 x 4 = 9,600 hours. Budgeted hours = Employees actually working
(the budgeted strength) x hours per day x days per week x weeks — 50 x 8 x 5 x 4 = 8,000 hours.
Actual hours worked AURel Sl 8, Al 518 ratio Higll Bleal sladl-l sl 8. %l budgeted

strength ddi-l Sl Ui maximum number of employees 48} dd, § wsalSUIA] Qv A12 IyQLald
ofell g — 2L % ARARAL ¢d ©.

www.scanneradda.com

ol HU[Edl hours - oled units Hi SlA i A3 5l Uddi standard hours per unit 2l 3uidR 53
Budgeted hours = Budgeted production x standard hours per unit (88,000 x 10 = 8,80,000) 4

Standard hours for actual output = Actual production x standard hours per unit (75,000 x 10 =
7,50,000). 2 % Gk Ugdl 4L ol {5l 241 actual hours worked Ul efficiency 125%, activity

85.23% A capacity 68.18% 21U ©.

www.scanneradda.com

Bletel U i ratios 24U hours H9L & — ratio A AHISAL AR5 vl 24 AHT e ysl. 86% =
(Actual hours worked + 24,000) x 100, 2124 actual hours = 20,640; Ugl 110% = (Standard hours
for actual output + 20,640) x 100, 212d standard hours = 22,704. G120 dldl 41 @l § €35 ULl
w15 YA WS — el Bl é4all uddi capacity ratio B5dl actual hours s1& €, U efficiency
ratio @l standard hours, 24 IR US| 9% activity 24+ standard capacity usage -l ratios.
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AL Gl 2 % ratios HI2 ¢lloni AH dluR € — Ui dMA 2Uadl @l Efficiency / Productivity
Ratio; Volume / Activity Ratio, % s G<i2 standard hours Hi {4 (Actual output + Budgeted
output) x 100 d25 cul 8; 24 Standard Capacity Usage Ratio, % 21 % G<i_ui (Normal capacity
+ Practical capacity) x 100 3|5 €Ul €. 2Acel el © URL AR s o ©; UK g AH Ay
ledl HI2 ©9¢l ratio Glel - s

BeiR Aludi uSdi sl %3l Vis check: cid YA Bsddl &l BeRlMi activity ratio 6RIOR
efficiency ratio 3|l actual-usage-of-budgeted-capacity ratio &l 8 — 117.33% x 93.75% = 110%,
Ui 125% x 68.18% = 85.23%. AHIRL AL AisSL 2 SALZ1A 4 BldR dl ARzl 25 hours -l BUHUR
w2l 8, w4 |11l $H2ll 2 budgeted hours % sl €.

www.scanneradda.com

Application [Fud @ausdl - sum GSedl - 4 ust

= A3 §Sl working note 2ll 521 %1 maximum capacity hours, budgeted hours, actual hours 21
standard hours for actual output Sl Ug9l €35 oL s % 2] oi-ll o .
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= 251AR] GRl WHISL ol e2tigl Yell 24Ul (117.33%, 78.125%, 92.86%). Luil 25WHi Al s2ll vl Bk

£
: A1 o A4S v,
§ PQ 9.1 - PYQ 2019-May [1] (a) {C} - 5M - Pg 910 LEVEL Il Easy
S Application
z
z
PQ 9.2 - MTP 2019-Oct [1] (b) {C}:- 5M - Pg 912 LEVEL 11 Easy
Application
= PQ 9.4 - PYQ 2026-Jan [5] (b) - 5M - Pg 914 LEVEL Il Easy
; Application
PQ 9.3 - PYQ 2024-May [1] (c) {C} - 4M - Pg 913 LEVEL Il Hard
g Application
:
z
z
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YReisell 2id

QY [t

2L Scanner Hi ©9URlY €35 Topic-Wise Question Frequency sttes d-ll 12 eourlal usll A dadl eslary
& — (A WHIGL (A, A PYQ, RTP cl2ll MTP 4 AMEA-AE; 9 sitting Hi UL YUl d-Al HI2 s AR,
i d-l HALA BUIlel €35 repeat dl €35 "Or" [Aseu 12 ag) As AR AR[H. U (&l 100 ([AnlHid 98
ORIGR Ho WL 8., 95 ol 20l uildl d 121 24l 8.

1S (uul block e9uLAl ox -2l

USWL 15, Budgets and Budgetary Control — (e 06 < block head e9ury =il

E9u.lﬂ' £: frequency S1®s 06 Classification on the Basis of Functions 4 8 PYQ + 4 RTP + 4 MTP = 16
appearances A& %12 52 B, ULl Yw dul8L block 05 (page 863) 2| %ﬂ?;j, block 07 (page 906) UR
U 8, A2 06 o SIE head -2ll.

il Ul OURLL & 2 (AU 6 HIZ AR SHIS AL UL 89 — block 05 Hi TQ 5.1 &l PQ 5.7 Ald
& 2 ugdl a2l sl€ heading AR PQ 6.1 2l PQ 6.12 Y&l Ad 8.

Yaudl: block 05 24 06 - dH-L repeats Al(Scl A2l QN4 dl ¢RAGR 13 PYQ/ 9 RTP /6 MTP e & — (Al 5 24 6 4 A1l Hadld
5les o5 SR 52 © Bleq %. 59 vildr] 2ll; 1A heading o5 vldR] 6. 2L AlLHT cil [AM sTes 1SR 53 & dul AL AvUL B,

s RLAR 95 H vl il

S 3, Employee Cost and Direct Expenses — (@™ 11, Employee (Labour) Turnover

U] ©: sles 7 PYQ/ 3RTP /6 MTP &R SR ©.

aiul: (vl Al urRlal 12 usll, dH-l repeats AlSd, 7 PYQ / 3RTP / 5 MTP 21 ©.

21§ MTP appearance 2418, UL QAR RS 1] 8, Yslel RS AL sles duR ALl & § SIS UL Haudel repeat Ulsct 2| 218
©, A 45| 5l HI2 (AU didl us.

L LY [t UR AdRuR2l AARLARL: 120 9B1ER S [AnUHE 533 Usdl, Hi2ll 100 (A U Usll & 44 20
SR cll AUL B UL &%) Yeorul 2], Usli-il H2UA 3,317 marks UL 8, 24 10 Ul UR "Or" [Aseu
& — 2 o5 B, oflont sitting Hi §3| YRIAL September 2026 Al UuR-L Ul A1 Bsaell G-l
o1ed Scanner | Uldl-l answer key 24 solution hints €, %4 Front Matter A{%1d ©.
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