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Fixed Cost

 a cost which does not change in
total as volume changes but
changes on a per-unit basis as the
cost driver increases and decreases

« amortization, insurance
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- Average cost
= Total manufacturing costs / Number of units produced
= Rs980,000 / 10,000
= Rs98 per unit

« Unit or average costs must be interpreted with caution

- As volume increases, the unit or average cost falls as
the fixed costs are spread over a larger number of
units
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Dejqn[z‘[on:

Chartered Institute Of Management Accountants ( CIMA London )

Dg"mes cost accounting as;

“Costing is the technique and process of ascertaining cost”
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General principles of cost accounting:
Ed v : .




Elements of cost:

Elements of Cost

Material Other Expense

Direct Iindirect Direct Indirect Indirect

Overheads

Production
or works
overhead

Administration Selling Distribution
overheads overheads overheads
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Cost Sheet:

It is a statement designed to show the output of a particular
accounting period along with breakup of cost.

» It isa memorandum statement
* It does not form part of double entry cost accounting records.
» It discloses the total cost and cost per unit.
» It helps

To fix Selling Price.

To submit quotation price.

.

To Control cost.




: Direct Materials

Direct labour

Prime Cost
Add: Works Overheads

; Works Cost

Add: Administration overheads

; Cost of Production

'Add: Selling & Distribution Overheads
~ Total Cost or Cost of Sales

Total Cost

Cost Per unit







