Cost Accounting

Total Credits Lecture Tutorial Practical Eligibility Pre-requisite
Criteria
4 3 1 0 Pass in Class NIL
XII

Learning Objectives

The course aims to develop understanding among learners about contemporary cost concepts and
rational approach towards cost systems and cost ascertainment. The course also aims to provide
knowledge about various methods of cost determination under specific situations and to acquire the
ability to use information determined through cost accounting for decision making purposes.

Learning Outcomes

After completion of the course, learners will be able to:

1. Compute unit cost and total cost of production and prepare cost statement.

2. Compute employee cost, employee productivity and employee turnover

3. Classify and estimate overheads.

4. Determine cost under job costing, process costing, contract costing and service costing.
5. Compute the break-even point of a product and firm.

Course Contents:

Unit 1: Introduction (9 hours)

Meaning, scope, objectives and advantages of cost accounting; Difference between financial and cost
accounting. Cost concepts and classifications, Overview of elements of cost and preparation of Cost
Sheet. Role of a cost accountant in an organisation.

Unit 2: Elements of Cost : Material, Employee, Overheads (18 hours)

(a) Materials: Accounting and control of materials: Concept of material cost and control, accounting
and control of purchases, storage and issue of materials. Inventory systems, Methods of pricing of
materials issues — FIFO, LIFO, and Weighted Average, Physical Verification, Fixation of stock levels,
determination of economic order quantity, ABC analysis. Accounting treatment and control of losses
— Wastage, scrap, spoilage and defectives.

(b) Employee Cost: Accounting and Control of employee cost; time keeping and time

booking; Concept and treatment of idle time, over time and employee turnover.

(c)Overheads: Classification, allocation, apportionment and absorption of overheads, Treatment of
under and over-absorption.

Unit 3: Methods of Costing (9 hours)
Job costing, Contract costing, Process costing (excluding treatment of work-in- progress, joint and by-
products). Service costing (only transport).

Unit 4: Cost-Volume-Profit Analysis (9 hours)

Concept of cost-volume-profit analysis, marginal cost and marginal cost equation, profitvolume ratio,
break-even analysis, cost break- even point, composite break- even point, margin of safety, simple
break-even chart, Identification of key factor and determination of profitability.
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Notes :

1. Treatment of various items of cost should be as per the relevant cost Accounting Standards (CAS)
issued by Institute of Cost Accountant of India.

2. Use only simple numerical problems in all the above units to explain the various concepts, methods
and techniques given therein.

3. Use of spreadsheet software should be encouraged for the basic calculation.

Exercises:

The learners are required to:

1. Prepare a cost statement for manufacturing and/ or service organisation.

2. Visit industries to understand process costing and prepare a cost statement for any process industry.
3. Visit a factory and compute the employee cost of the firm.

4. Analyse the role of overhead costs in the production process of any firm.

5. Analyse case studies on job costing, process costing, contract costing and service costing.

6. Design a hypothetical business plan for a firm selling financial products. Estimate the break-even
point for different products.
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