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Q14 to Q27 / Category - Concept Builder / Star Rating -

⭐

1.

If workers are on piece-rate systems, then payment to be made will be a relevant cost.

2.

IF workers are on a time basis
a.

No adjustment – relevant cost is payment made

b.

If workers have some idle time which is guaranteed by the company, then the amount to be paid
extra because of the offer will be relevant cosy.

c.

IF workers are in short supply, relevant cost is equal to opportunity cost. See MY WAY and ICAI way,
which leads to the same answer.

⭐
Q29, 30 / Category - Homework / Star Rating - ⭐
3.

In any other case, just find out the extra cost paid because of the offer.

Q28 / Category - Concept Builder / Star Rating -

The worth of an asset can be measured by Current replacement cost or Current Resale value.

1.

Easy questions.

2.

I recommend doing them once the chapter is over. It will appear more simple

Q31 / Category - Classwork / Star Rating -

⭐⭐

1.

Easy question

2.

Adjustment of consultancy fees is important,

3.

Discussion about general overheads has to be kept in mind. If you think, these expenses are incurred, then
take them. If you think, they are absorbed, then ignore them.

4.

Anything that has happened before is irrelevant. Amount incurred till now and received from customers
before the offer is sunk cost and if useless.

Concept
1.

Fixed overheads for a product are absorbed amount unless and until told otherwise

2.

Fixed overheads for a department are a specific amount unless told otherwise.

Q32 / Category - Classwork / Star Rating -

⭐⭐⭐

1.

The decision is of SUPERB. Whether to manufacture or not. Duration is 1 year.

2.

Market research cost is irrelevant as it is already incurred.

3.

Materials – Posh – Regular – Hence, the relevant cost is the current replacement cost

4.

Materials – Flash – To the extent we don’t have, buy at the current price. Rest, it was about to be sold. Now
don’t sell, use it and lose the resale value

5.

Material – Splash – Purchase it
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6.

Material – Ash –Purchase to the extent u don’t have. Rest, if the offer would not have come, we would
have used it in place of Y (Rs. 6 Saved) as compared to selling it at Rs. 5. If an offer has come, we will use it
for Y and incur Rs 6 as compared to buying from the market at Rs. 8

7.

Labour – Skilled – Shortly supply. Make the account and get the answer by MY WAY or ICAI way.

8.

For unskilled hours, we have spare/idle/guaranteed hours of 200000. We only want 100000 for superb.
Hence extra cost is NIL.

9.

Foreman was about to retire and the company had to pay 6000. Now pay 15000 as salary. So extra cost =
Rs. 9000

10.

MT4 – many options – see notes. What we did was we don’t have spare capacity. So we will buy for 80,000.
After one year, we will use it in our regular business and not purchase 1 year used machine in regular
business and save 65000. Hence the cost is 15000.

11.

MT7 – No other use – was about to be sold. Now don’t sell and lose 11000 and after 1 year, sell for 8000.
Net cost = 3000

12.

Fixed overheads are useless and variable overheads are relevant.

Q33 / Category - Classwork / Star Rating -

⭐⭐

1.

Easy Problem. Offer of contracting 5 guest houses for which 3 grounds are required.
We will be given two grounds of land free of cost. So take cost only for 1.

2.

Design and drawings have been prepared? Hence useless.

3.

Do remember, if anything is in stock, the problem will tell us. In that case, the value given will always be
ORIGINAL PURCHASE COST i.e. book value. If nothing is told, it is a material yet to be purchased.

4.

Labour is in short supply. Labour cost is Rs. 12 lakhs. If workers work here, another project from where
profit is Rs. 2 Lakhs will be lost. Hence answer will be 2 + 12 = Rs. 14 lakhs.

5.

To the supervisor, we are not paying anything extra. Hence it is useless.

6.

Equipment adjustment is good. The asset is exclusively going to be used here. We will purchase the asset
for this contract or some other contract and incur Rs. 32 lakhs and after one year, we will sell or use it for
some other contract and get or save 25 lacs.

Q34 / Category - Classwork / Star Rating -

⭐⭐

1.

We have accepted AX. Now BX has come, we are evaluating BX by cancelling AX.

2.

Material X was required by AX.

3.

a.

First Lot – it is in stock – If we keep AX, we will have to buy for that other place. Cost is Rs. 48,600

b.

Second Lot – orders are placed which are firm – cant be cancelled – it is almost like it is in stock – If
we keep AX, we will have to buy for that other place. Cost is Rs. 68400

c.

Third Lot – not in stock – buy for 150,000.

Material Y was required by BX. Regular use – Cost is Current Replacement cost,
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4.

Material Z – Not in stock so purchase it.

5.

Rest is all simple. Take the amounts given,

6.

We ignore depreciation like always.

7.

We ignore interest as it is notional.

Q35 / Category - Homework / Star Rating -

⭐⭐

1.

It is easy.

2.

Just calculate Opportunity cost properly. Don’t forget Variable overheads. Where ever
there will be labour, there will be variable overheads.

⭐⭐
Q37 / Category - Homework / Star Rating - ⭐⭐
Q36 / Category - Homework / Star Rating -

It is easy. In case you don’t get it, check the answer on the website.

1.

Rule of decision making. Ignore Sunk Cost

2.

The only cost to be incurred is Variable S & D of Rs. 3. In that case, you will save 1 as scarp
cost. So the minimum price is Rs. 2.

Q38 / Category - Classwork / Star Rating -

⭐⭐

1.

Discontinuation of a department.

2.

Fixed overheads for a department is a specific amount unless told otherwise.

3.

The decision for three years.

4.

Ignore apportioned corporate cost.

5.

Do remember, if you u sell vehicles today, you get Rs. 75,000 but lose Rs. 30,000 at end of 3 years.

6.

Other points are very important, especially the point where share prices might crash.

Q39 / Category - Classwork / Star Rating -

⭐⭐

1.

Discontinuation of a department.

2.

Decision for 5 years.

3.

See all the costs that will be saved in 5 years. In many places, due to the closure of SHARE DIVISION, even
the cost of the mailing division will fall. So don’t ignore that.

3.

See adjustment of rent properly.

4.

Contract Cost is not fixed, So we estimated the worse situation.

5.

See note why we have taken interest in certain things and ignored interest in working capital items.
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Q40 / Category - Homework / Star Rating -

⭐⭐

The adjustment of C getting discontinued will result in the cost of A and B increases. Do this adjustment properly.

Q41 / Category - Classwork / Star Rating -

⭐⭐

1.

There are three options. In such a case when you think of one option, only think of that
option. Do not think if this was not there, then what would happen that we will consider
when we evaluate other options.

2.

Adjustment of Materials A and B is brilliant. Check that properly.

3.

See how the value (resale value) of the machine came to Rs. 43,000, Rs.35,000 and Rs. 30,000 in three
cases.

4.

Rest is easy

Q42, 43 / Category - Homework / Star Rating -

⭐⭐

Try them for sure. In case you don’t get it, check the answer on the website.

Q44 / Category - Homework / Star Rating -

⭐⭐⭐

1.

It is a special offer that the company has to export.

2.

It is a problem where we have to compute the relevant cost for the offer.

3.

We ignore fixed cost as it is, in any case, going to be incurred.

4.

Consider other factors also like statutory compliances (as it is a fire extinguisher), buyer creditworthiness,
industrial analysis and additional terms like a delivery date.
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