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SUGGESTED ANSWERS TO QUESTIONS 

SECTION – A 

 

1. (a) 

(i) (A) 

(ii) (C) 

(iii) (A) 

(iv) (B) 

(v) (D) 

(vi) (B) 

(vii) (B) 

(viii) (B) 

(ix) (C) 

(x) (A) 

(xi) (D) 

(xii) (D)  
 

1.  (b)  

(i) False 

(ii) False 

(iii) True 

(iv) True 

(v) False 

(vi) True 

(vii) False                          
 

1.  (c) 

(i) Revenue 

(ii) 20 

(iii) More 

(iv) 13 

(v) Responsibility Accounting 

(vi) Wages Control Account  

 
 

SECTION – B 

2. (a)  

Particulars Amount (₹) 

Cost of Sales 50,25,000 

Sales 55,00,000 

Net Profit (Sales-COS) 4,75,000 

 

2. (b) 

(i) Advantages of Cost Accounting Standards: 

a) Providing a structured approach to measurement of cost in manufacturing process or service 

Industry. 

b) Integrating, harmonizing, and standardizing cost accounting principles and practices. 

c) Providing guidance to users to achieve uniformity and consistency in classification, measurement, 

assignment, and allocation of costs to products and services. 
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d) Arriving at the basis of computing the cost of products, activity, or service where required by legal 

or regulatory bodies. 

e) Enabling practicing members to make use of Cost Accounting Standards in the attestation of 

General Purpose Cost Statements. 

f) Assisting in clear and uniform understanding of all the related issues by various user organisations, 

government bodies, regulators, research agencies, and academic institutions. 

(ii) Determination of Installed Capacity: 

 Installed capacity is usually determined based on – 

a) Technical specifications of facility 

b) Technical evaluation 

c) Capacities of individual or interrelated production or operation centres

d) Constrains or capacity of critical machines or equipment  

e) Number of shifts or machine hours or man hours.        

Determination of Normal Capacity: 

Normal capacity is determined after suitable adjustments to the Installed Capacity. The adjustments May be 

of the following nature – 

a) Time lost due to scheduled preventive or planned maintenance 

b) Number of shifts or machine hours or man hours 

c) Holidays, normal shut down days, normal idle time 

d) Normal time lost in batch change over.       

                                                                                      
 

3. (a) 

(i)  

Total Cost of existing Policy = D 8,08,250 

Total Cost of EOQ Policy = ₹ 8,02,828 

Saving by using the EOQ = ₹ 5,422 (approx.) 

 

(ii) Distinction between Scrap and Spoilage: 

The distinction between scrap and spoilage is that while normal scrap arises mostly as a result of the 

processing of materials, spoilage occurs due to some defect in operations or materials which may or may not 

be inherent in the manufacturing process or operation. Further, scrap has always a relatively low but some 

definite value, but the value of spoilage may range from low, if it is a waste, to comparatively high values if 

the spoilage is to be sold as seconds. Spoilage involves not only the loss of material but also labour and 

manufacturing overheads.                                                                                                             
 

3. (b) 

Particulars 
Workers  

K L M  

Bonus Hours 60 24 32  

Amount of Bonus (₹) 900 576 576  

Total Wages (₹)  6,116.67 9,882.67 6,176  

Direct Wages Cost per 100 Saleable units (₹)  63.72 126.05 48.25  
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4. (a) 
 

Under Absorption       = ` 8,70,000 

Supplementary Overhead Rate = ₹ 7.50 per unit 
 

So, unabsorbed overheads will be absorbed as under: 

Cost of Goods Sold     = ₹ 4,50,000  

Closing Stock of Finished Goods  = ₹ 1,50,000  

Work in Progress     = ₹ 2,70,000  

                                   = ₹ 8,70,000 

4. (b) 
 

(a) Profit as per financial books D 40,000 
  
 

(b) Cost Sheet for the Year ended 31
st
 March, 2023 

 

 ₹ 

Cost of Sales  9,50,500 

Profit 49,500 

Sales 10,00,000 

 

(c) Reconciliation Statement 
 

 ₹ ₹ 

Profit as per Cost Accounts  49,500 

Add: Interest and Dividends received only credited in Financial 

Accounts 

 15,000 

Sub-total  64,500 

Less: 

Factory Expenses under – charged in Cost Accounts 

Administrative Expenses under charged in Cost Accounts 

Selling and Distribution Expenses under charged in Cost Accounts  

 

  15,000 

    7,500 

    2,000 

 

 

 

24,500 

Profit as per Financial  Accounts  40,000 

 

5. (a) 

Statement Showing Cost and Profit per unit of each Batch Order 

           January         February         March 

Total Cost               12,500          15,000         10,000                                      

Profit per unit            5.00               5.00                5.00                          

Cost per unit     10.00              10.00             10.00                        
 

5. (b) 

Cost of Materials issued to site C 1,95,000 

Profit transferred to profit and loss A/c D 48,000 

Total of Contract A/c Dr./ Cr. C 3,11,000 
 

6. (a) 

Total of Crushing Process Account Dr. / Cr. D 63,000 

Transfer to Refining     C 59,500 

Total of Refining Process Account Dr. / Cr.  D 68,000 

Transfer to finishing        C 65,450 

Cost of Production of Finishing Oil    D 71,250 

Total Cost    C 75,000 
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6. (b) 
 

Rent per day per single room = ₹ 890.91      

Rent per day per double room = ₹ 1,336.37      

 

7. (a) 

1. Profit/Volume Ratio = 40% 

2. Break Even-Sales (in units)  = 2,500 units 

Break-Even Sales (in ₹) = ₹ 4,75,000 

3. Margin of Safety (in value) = C 47,500 and ₹ 95,000 

Margin of Safety (as % of sale) = 9.09% and 16.67% 

4. Net Profit = D 19,000 and ₹ 38,000  
 

7. (b) 

Minimum price per units for the offer = C 23.365 
 

 

8. (a) 

(i) Labour Cost Variance = ₹ 13,000 (A) 

(ii) Labour Rate Variance = ₹ 6,400 (A) 

(iii) Labour Efficiency Variance = ₹ 6,600 (A) 

(iv) Labour Revised efficiency Variance = ₹ 16,200 (A) 

(v) Labour Mix Variance = ₹ 9,600 (F) 
 

8. (b) 

Production Budget (Kg.) 

  Product X = 8,000 

  Product Y = 38,000 
 

Materials Budget (Kg.) 

  Material A = 14,000 

  Material B = 25,500 

  Material C = 10,500 

Total Purchase Cost = ` 4,07,000 

 

 

 

 

________________________ 


