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Cost
Accounting

Cost
Accountancy




Cost is a measurement, in monetary terms, of the amount of
resources used for the purpose of production of goods or rendering

services.

LS ACCountany

Appli
Accou
techniq
practice
> Cost
> Asc

Costing

Cost
Accounting

eCollection
eRecording

e Ascertainment
*Reporting




Classification

According to Nature/ Element

l Cost I

M m m
l Direct \l Indirect Il Direct \l Indirect \' Direct Il Indirect \

Overhead

l . \ ' Administration I l Selling & Distribution |
Production Overhead Overlicad Overhead




Classification

According to Behaviour/ Variability

' Cost \
l Fixed \ l Variable \ l Semi-Variable |

|—> Graphical Method
»High-Low Method
» Analytical Method

»Comparison Method 4=
> Least Squares Method 4=




Production 1000 units
Raw Materials 10000
Direct Wages 20000
Supervisor’s Salary 10000
Depreciation 3000

RM 10

DW 20

Supervisor’s Salary

Depreciation 3

10
20

2000 units
20000
40000
10000

4000

Variable Cost
Variable Cost
Fixed Cost

Semi-variable Cost



Total Semi
out|Variable Cost

0
100

200
300
400
500
600

1000
1500

2000
2500
3000
3500
4000

4500

4000

3500

3000

2500

2000

1500

1000

500

100

200

300

400

500

600

700

Graphical Method

@ Total Semi Variable Cost

B Fixed Cost

——Linear (Total Semi Variable
Cost)



ax\

100
200
300
400
500
600

1000
1500

2000
2500
3000
3500
4000

1500
3000
4500
6000
7500
9000

High Low Method

Highest Point 9000 4000
Lowest Point 0 1000

Change in Volume (9000-0)=9000
Change in Cost (4000-1000)=3000

Variable Cost= 3000/9000 x 100 =33.33% of Sales

At Highest Level, VC=33.33% of 9000=3000
FC= TC-VC=4000-3000=Rs. 1000

Alternatively, at lowest level, VC=33.33% of 0=0
FC=TC-VC=1000-0=Rs. 1000
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Analytical Method

It depends on the
experience and
judgement of the
Cost Accountant.

gl -HEEMHHHM
Comparison Method

*Period
*Level of Activity

— Change in SVC
VC= / Change in production volume (output/units)

Prodn (units) SVC (RS-)
January 100 2600
February 150 3100

Variable Cost = Change in Cost/Change in prodn = (3100-
2600)/(150-100)= Rs. 10 per unit

In January, TVC = 100 x 10= Rs. 1000

=» Fixed Cost= 2600-1000= Rs. 1600



Least Square Method

i 1 ! -Hiﬁmﬁﬂm_

* Letthe cost functionbe: ax+b=y
Where a= VC per unit, x =volume of output, b= total fixed cost, y= total cost
100a +b =2600........ (i)
150a+b= 3100........ (ii)
Subtracting (ii) from (i) = 150a+b= 3100

-100a -b = - 2600

50a =500 2a=10

Replacing a=10 in Equ (i), 100x10 + b = 2600 = 1000+b = 2600 = b = 1600




Classification

According to Function

Selling & Research &
Product Cost Distribution Development

Administration Pre-production

Cost Cost

Cost Cost




Classification

T

bility

l Cost \

According to Controlla

l Controllable \l Uncontrollable \




Classification

Lt

According to Normality

l Cost \

l Normal Costs \l Abnormal Costs \




According to
Managerial

Decision Making

Pre-determined Cost

i )

Standard Cost

|

Marginal Cost

Estimated Cost

Oppeortunity Cost

f

Product Cost

i

Capitalized Cost

i )

Imputed Cost

Differential Cost

Out-of-pocket Cost

i

Shut down Cost

Sunk Cost

1

Absolute Cost

I J )

Discretionary Cost

Classification

Implicit Cost

i |

Explicit Cost

|

Engineered Cost

Period Cost




Cost Sheet

Cost Sheet is a statement which presents
detailed information relating to the various
stages of cost. It also shows the total cost of
the product manufactured during a
particular period of time. Thus, the cost
sheet is prepared for a particular period of
time i.e. monthly, quarterly, yearly etc.




a\

PARTICULARS

TOTAL COST

AMOUNT | AMOUNT
®) ®)

CoST
PER
UNIT (%)

OPENING STOCK OF RAW MATERIALS

ADD PURCHASE OF RAW MATERIAL
ADD CHARGES ON RAW MATERIALS PURCHASED
ADD CARRIAGE INWARD
LESS PURCHASE RETURNS
LESS ABNORMAL LOSS OF MATERIALS
LESS SCRAP VALUE OF NORMAL LOSS OF MATERIALS
LESS CLOSING STOCK OF RAW MATERIALS
DIRECT / RAW MATERIALS CONSUMED [A]
DIRECT WAGES /LABOUR COST [B]
WAGES PAID
ADD OUTSTANDING WAGES
LESS PREPAID WAGES
DIRECT EXPENSES [C]
DIRECT / CHARGEABLE EXPENSES
ADD OUTSTANDING EXPENSES
LESS PREPAID EXPENSES

PRIMECOST [A+ B + C ]




T

TOTAL COST cosT
PARTICULARS AMOUNT | AMOUNT | PER
®) ®) UNIT (%)
PRIME COST
ADD |WORKS OR FACTORY OVERHEADS
ADD |OP STOCK OF WORK-IN-PROGRESS
LESS |SALE PROCEEDS OF SCRAP
LESS |CL STOCK OF WORK-IN-PROGRESS
WORKS COST / FACTORY COST / PRODUCTION COST
ADD | OFFICE AND ADMINISTRATION OVERHEADS
COST OF PRODUCTION
ADD |OP STOCK OF FINISHED GOODS
LESS |CL STOCK OF FINISHED GOODS
COST OF GOODS SOLD
ADD [SELLING AND DISTRIBUTION OVERHEADS
COST OF SALES / TOTAL COST
ADD |PROFIT

SELLING PRICE / SALES
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AN INTRODUCTION




Communication is a process of
transmission and interchan_ge of facts,
ideas, opinions; feelings or course of
action by one person to another through
some proper channel so that the message
can be understood by others in the same
sense in which it is.sent by the sender.



Communication is a 2

and interchange of'facts,
ideas, opinions, féelings7or ™
course of action'by one g
person to another through
some proper channel so that
the message can be

by others in the
same sense in which it is
sent by the sender.

It is a process
rocess of transmission * “favolves Transmission

andlinterchange of
message or information

Between two or more
persons

Threugh a medium/
channel



Process of Comm ation

hannel



Elements of Communication

* Sender
* Encoding
* [Mlessage

ender | Viessage | e _?channel/Media
:. J > ¢ Receiver

* Decoding

* Feedbac



TRANSMISSION _

. i Reception of
[ransmitting f—————tp
die Message the h{tisalgﬂ
| Encod
| Message
|1 Developing . i A Acceptance/
| anldes | 210 - - Rejection of the
i ‘. Massape
SENDER ke AT, T
I (iving Fegdback L'_‘r_ Using the
- - Inforenation

FEEDBACK " RECEIVER



BUSINESS COMMUNICATION

Business communication may be defined as, the
passing of information message or news within
or outside the organization for the financial
benefit of the organization. To elaborate,
business communication is the process through
which an idea, opinion, or Information is
transferred within or outside the organization for
achieving the ultimate objective/goal of the
organization.



Purpose (Why)

For Achieving pre-determined goals:

Planning: information is needed on the various aspects
of the enterprise, the feasibility of the project being
undertaken, finances involved, man-power required,

marketing conditions, publicity campaigns, etc.

Execution: orders are issued to the employees to start
work, the workers associated with the project are
constantly motivated and kept involved, a sense of
discipline is cultivated among them and their morale
is kept high.

Assessment: to communicate with various sources,
both internal and external, to assess the success of
the project, and if a need is felt, to envisage

modifications in the future plans.

/
0’0

Establishment and fulfilment

of goals
Making and implementing
decisions

Means of coordination

Promotion of Efficiency

-~ Discouraging Misconception

Provision for leadership
Mutual Understanding

Improve  motivation and

morale



Importance

. Healthy relations

. Better performance

. High morale

. Good image unity

. Reaching final goals

. Smooth functioning

. Greater efficiency

. Higher productivity

. Effective decision-making

10. Co-operation & Co-ordination

© 00 NO O A WODN -
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BARRIERS TO COMMUNICATION

. Physical or environmental

barriers:

. Noise

. Time & distance (
Defects in communication system’”

. Wrong selection of medium

. Physiological barriers

. Language or Semantic barriers:
. Jargon or unfamiliar terminology

. Difference in language

Misinterpretation of Words

. Ambiguity
. Socio-Psychological barriers:

(a) Emotions

(b) Attitudes and Opinion

(c) Prejudice

(d) Halo effect

(e) Self—irﬁage or different perceptions
(f) Status

(9) Inattentiveness and Impatience
(h) Cultural barriers

5. Organizational Barriers

a. Goal Conflicts

b. Organizational Policies

c. Organizational Hierarchy

d. Information Overload



MEASURES TO OVERCOME THE

BARRIERS TO COMMUNICATION

Clear Policy of the Organisation

Clear Perception

Flexibility & Open-mindedness

Listening Skill

Empathy

Broad Outlook/Exposure

Selection of appropriate channel

Control of emotion/neutrality

Encouraging good inter-personal relationship
. Favourable environment of trust and confidence
11. Sound Organisation Structure
12. Quick Feedback

(0 TN O Ol

-
(=



On the basis of <

Organisational Relationship

Informal
Oral
> Gestures
On the basis of Written > Eye Contact
Channel/Media / > Touch
Non- Verbal > Space/Proximity
> Personal Appearance

> Voice (tone, pitch, volume,
silence)

> Facial Expressions

> Body Movements and
Posture---Body Language

Types of

Commu-
nication

On the basis of

Flow of Information




Principles of Effective Communication

Completeness

4
onsideration
’ Principles of

Effective

Communication

Concreteness
/ \

/
&

fppt.com



Communication Channels

** A communication channel is the route through which
messages flow from the sender to the receiver.

Formal Informal

Communication Communication

VERTICAL DIAGONAL
COMMUNICATION COMMUNICATION

HORIZONTAL or LATERAL
COMMUNICATION




Communication Networks

All Channel
{Star)
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Product Adoption Curve

EARLY
ADOPTERS

INNOVATORS
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HWEYWWW? (What is Price?)
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