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SUGGESTED ANSWERS TO QUESTIONS 

 

 

SECTION – A 

1X10 = 10 Marks 

1. (a). 
 

(i) (C) 

(ii) (B) 

(iii) (B) 

(iv) (C)/ (D) 

(v) (D) 

(vi) (A) 

(vii) (B) 

(viii) (A)/ (D) 

(ix) (B) 

(x) (C) 
 

1. (b).                     1X5 = 5 Marks 
 

(i) (G) 

(ii) (C) 

(iii) (E) 

(iv) (A) 

(v) (B) 
 

1. (c).          1X5 = 5 Marks 
 

(i) True 

(ii) False 

(iii) False 

(iv) False 

(v) True 

 

1.  (d).         1X5 = 5 Marks 

(i) Sunk 

(ii) VED (Vital, Essential, and Desirable) 

(iii) Joint Cost 

(iv) 6% 

(v) Variable, Fixed 
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SECTION – B 

(Any FIVE from questions number 2 to 8) 

15X5=75 Marks 

2. (a).                  8 Marks 
 

(i) Re-Order Quantity (ROQ) = 2000 Kg. 

(ii) Re-order Level (ROL) = 2100 Kg. 

(iii) Maximum Level = 3100 Kg  

(iv) Minimum Level = 600 Kg. 

(v) Average Stock Level = 1850 Kg OR 1600 Kg. 

(vi) Danger Level = 1000 Kgs. 
 

2. (b).                  7 Marks 

(Amount in ₹) 

Under-absorbed Overheads 60000 

Treatment of under-absorbed overhead in the cost Accounts:  

(i)  60% of under-absorbed overhead is due to defective planning. This 

being abnormal should be debited to the Costing Profit and Loss 

account (60000 × 0.60) 

36000 

(ii)  Balance of 40% of under-absorbed overhead should be distributed 

over, closing stock of finished goods and cost of sales by 

supplementary rate (40% of 60000) 

24000 

 

3 (a):                   7 Marks 
 

The cost statements shall disclose the following: 

(i) The basis of assignment of production or operation overheads to the cost objects. 

(ii) Production or operation overheads incurred in foreign exchange. 

(iii) Production or operation overheads relating to resources received from or supplied to related 

parties (Related party as per the applicable legal requirements relating to the cost statement as on 

the date of the statement). 

(iv) Any subsidy, grant, incentive, or any amount of similar nature received or receivable reduced 

from production or operation overheads. 

(v) Credits or recoveries relating to the production or operation overheads. 

(vi) Any abnormal cost not forming part of the production or operation overheads 

(vii) Any unabsorbed production or operation overheads. 

 

3. (b).                  8 Marks 
 

Particulars Amount (₹) 

Net loss as per Cost Accounts  (35400) 

Total Additions 255100 

Total Deduction (151900) 

Net Profit as per Financial A/cs 67800 
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4. (a).                  8 Marks 

(i) Total work cost = ` 528000 

(ii) Cost per unit and Total Cost = ` 23.09 and ` 831200 

(iii) Profit per unit and Total profit = ` 6.91 and ` 248800 

 

4. (b).                   7 Marks 
 

Statement showing the Apportionment of Joint Costs to the three Joint products and the Profitability 

of each product. 

PARTICULARS 

Products 

CSD CH HY Total 

(₹) (₹) (₹) (₹) 

Realization from sale 450000 300000 72000 822000 

Less: Expected profit (15%, 12%, and 10%) on 

realization 

67500 36000 7200 110700 

Less: Selling exp. (5% on realization) 22500 15000 3600 41100 

The estimated cost of production 360000 249000 61200 670200 

Less: After separation costs 190000 90000 15000 295000 

Estimated joint cost and their percentages 
170000 

45.31% 

159000 

42.38% 

46200 

12.31% 

375200 

100% 

Actual joint cost apportioned in the ratio of 

estimated joint costs (45.31: 42.38: 12.31) 

190302 177996 51702 420000 

Add: After separation cost 190000 90000 15000 295000 

The actual cost of production 380302 267996 66702 715000 

Add: Selling expenses 22500 15000 3600 41100 

Profit realized (Balancing figure) 47198 17004 1698 65900 

Realization from sale 450000 300000 72000 822000 

 

5.  (a).                    8 Marks 
 

 

Charges Per Passenger: 

To Rest Village from New City = 250 x 1.026 = ₹ 257 

To Kolanpur from New City = 200 x 1.026  = ₹ 205 

 

5. (b).                   5+2 = 7 Marks 

Contract Account for the period ending 31.03.2022 
        (Amount in ₹) 

To Material sent   By Work Certified 2000000 

      To Site 1400000  1800000 x (100/90)  

Less: Material at the 

site 

0000 1370000 By Work not certified 100000 

” Wages 250000    

Add: Outstanding 5000 255000   

” Site Expenses  5000   

” Postage and 

Telegram 

 4000   

” Power and Fuel  125000   

” Office Expenses  8000   
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” Rates and Taxes  15000   

” Depreciation  

(2500000 x 0.60 x 0.05) 

75000   

” Notional Profit  

(Balance C/d) 

243000   

 2100000  2100000 

” P & L A/c.  

1/3 x 90/100 x 243000 

72900   

” WIP – A/c.  

(Reserve of unrealized profit 

170100   

 243000  243000 

Working – in – Progress A/c.    

 Work Certified  2000000  

Less: Cash Received   1800000  

  200000  

Less: Reserve for unrealized profit  170100  

  29900  

Add: Work done but no certified  100000  

  129900  
(i)  

 

6. (a).                  2X4 = 8 Marks 
 

i. Direct Labour Rate Variance = ₹ 750 (Adv.) 

ii. Direct Labour Idle Time Variance = ₹ 187.50 (Adv.)     

iii. Direct Labour efficiency variance = ₹ 12.50 (Fav.) 

iv. Direct Labour total variance = ₹ 925 (Adv.) 
 

6. (b).                             7 Marks 
 

Year 2022 – 23 Quarter 

 I 

Units 

II 

Units 

III 

Units 

IV 

Units 

Total 

Units 

(i) Production Budget (in units) 31500 38250 42000 48250 160000 

(ii) Raw Material consumption budget (in quantity) 63000 76500 84000 96500 320000 

(iii) Raw Material purchase budget (in quantity) for the year 2022 – 23. = 315000 Kg 

 

7. (a).                  8 Marks 
 

Selling price required to be fixed in 2022 = ₹ 66 

Number of Units to be produced and sold in 2022 = 85834 units 

 

7. (b).                  7 Marks 

(i) P/V Ratio and Break Even Sales = 30% and ₹ 40 Lakhs 

(ii) New Break-even sales  = ` 50 Lakhs 

(iii) Increase  in Sales = ` 8 Lakhs 

(iv) I- Increase in Sales Volume = 25% 

II- Decrease in Sales Volume = 25% 
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8.                                                          Short Notes: (ANY THREE) 

 5X3=15 Marks 

(a) Objective of Cost Accounting: 

 

The following are the main objectives of Cost Accounting: 

(i) To ascertain the Costs under different situations using different techniques and systems of 

costing 

(ii) To determine the selling prices under different circumstances 

(iii) To determine and control efficiency by setting standards for Materials, Labour, and Overheads 

(iv) To determine the value of closing inventory for preparing financial statements of the concern 

(v) To provide a basis for operating policies which may be the determination of Cost Volume 

relationship, whether to close or operate at a loss, whether to manufacture or buy from the 

market, whether to continue the existing method of production or to replace it by a more 

improved method of production .... etc. 

   

(b) Just-in-Time (JIT): 
 

Just in time (JIT) is a production strategy that strives to improve the business return on investment by 

reducing in-process inventory and associated carrying costs. Inventory is seen as incurring costs, or 

waste, instead of adding and storing value contrary to traditional accounting. In short, the Just-in-Time 

inventory system focuses on "the right material, at the right time, at the right place, and in the exact 

amount" without the safety net of inventory.         
 

The advantages of Just - in - Time system are as follows: (Any Three) 

(i) Increased emphasis on supplier relationships. A company without inventory does not want a supply 

system problem that creates a part shortage. This makes supplier relationships extremely important. 

(ii) Supplies come in at regular intervals throughout the production day. 

(iii) Reduces the working capital requirements, as very little inventory is maintained. 

(iv) Minimizes storage space. 

(v)  Reduces the chance of inventory obsolescence or damage.   

 

(c)  ZERO-BASED BUDGETING (ZBB): 
 

Zero-Based Budgeting (ZBB) is a method of budgeting which requires each cost element to be 

specifically justified, though the activities to which the budget relates are being undertaken for the first 

time, without approval, the budget allowance is 'zero'. It is an activity-based budgeting system in which 

a budget is prepared for each activity and the justification in the form of cost-benefits for the activity is 

necessary to be given. 
 

ZBB involves various stages: 

(a)   identification of decision packages and their description in detail,  

(b)  evaluation of decision packages,  

(c)  selection of decision packages according to priority, and  

(d)  allocation of resources after approval of the budget committee and the top management.    
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(d)  Advantages of Cost Control 

The advantages of cost control are mainly as follows 

(i) Achieving the expected return on capital employed by maximizing or optimizing profit 

(ii) Increase in productivity of the available resources 

(iii) Reasonable price for the customers 

(iv) Continued employment and job opportunities for the workers 

(v) Economic use of limited resources of production 

(vi) Increased credit worthiness 

(vii) Prosperity and economic stability of the industry.  

 


