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Executive summary


[bookmark: _GoBack]It is most helpful for the management. Without cost accounting they cannot set the cost of product and services. There are various costing methods and techniques are used by the cost accounting to solve the problem related to the cost data and various principle are used like a double entry is helpful to resolve the error of the cost. Accounting system is very helpful to the cost accounting, financial accounting, corporate accounting and managerial accounting. These are three cost control, cost computation and cost analysis are very helpful and important in the business transaction and help to achieve the objective the organization.  
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Introduction

 Scope for accounting was limited in the beginning to keep the records of business transaction. In this section profit is a very important criteria profit analysis the efficiency of an enterprise. After that, the realized along with both profit analysis the cost analysis is equally important. Cost computation, cost analysis, and cost control these are three is very useful and important to serve the business in the competition. The cost accounting solves the problem related to the cost and financial.
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Cost Accounting 

Cost accounting related to two words “cost “and “accounting”. Cost means cost is an expense incurred by a specific unit. Accounting means accounting is the science and art. It is recorded, classifying and analyzing the information related to financially. 

Cost accountings help the organization in controlling and strategic planning and take decision to improve the efficiency of the organization. Cost accounting helps to the management where they have to cost control and helps in achieving an organization future plan and vision.   
Feature of the cost accounting are as follows:
· Related to the product and services income and expenditure are recorded. 
· It can be regarded control of cost, reduction of cost and ascertainment of cost. 
· On the basis of future estimation to provide statically data and submitted it. 

Nature of Cost Accounting 
The nature includes techniques and principles which help to the management to support the business plan and control utilization of resources. The nature of cost accounting is as follows:
Helps taking decisions: 
Cost accounting is providing the knowledge to the management related to the planning and controlling.
Recording information:
Cost accounting records all the information related to the costs. It records the details regarding the material, labor and other expenses. It helps to the management set the price of product and services. 
It is the science:
Cost accounting provides the knowledge to the management related to the production, data processing etc.

It is an art: 
Cost accounting is an art. The use of principle and techniques solve the business problem through cost data. 
It is a profession:
Cost accounting is the branch of knowledge. It is observing the profession also. The cost institute provides the professional associate to cost accountant and framework to the rule for their profession working. 

Behavior of Cost Accounting 
Firstly the cost behavior is not means the “good” or “bad” behavior. Cost behavior is the study of cost change in business. It is nothing more than the conscious of costs to change in sale volume and production. It play critical role for manager and they can control the cost effectively. Cost behavior analyzes the business activities. Cost is classified into three parts: variable and fixed, mixed cost.

Fixed Cost: Fixed cost is one of the costs. In overall total relevant range fixed cost are constant. The product cost does not change in sales revenue and output. Fixes cost is also knows as period cost. Example of fixed cost such as salaries, rent depreciation, audit fees, etc. Fixed cost recognizes as short term cost, the total amount of fixed cost does not vary but it varies per unit with change in output. Production is rise and fixed cost per unit is reducing. Production cost is reducing and fixed cost per unit enhance. 
[image: Image result for Fixed cost]


Variable cost: It’s one the costs of element and it are immediately varied with the volume of activity. Variable cost also known as a product cost. Increase in production with the increase in direct scale and decrease in production with the decrease in direct scale.  Generally variable cost is raw materials; commission and labor whole input vary from the total production level.  Variable cost involves such as labor, material and some overhead. 

Mixed cost: It includes both fixed and variable cost. Such as this cost such as transportation cost, motor oil, and insurance fees etc Mixed cost is not useful for managerial purpose of accounting. 

Purpose of Cost Accounting 
Number of purpose utilized in cost accounting. It includes cost account, budgeting, strategic planning, resources allocation, decision making. Three basic Purpose of cost accounting are as follows:

Control of cost:
 Cost control is the function of cost accounting. According to the product and services and budget set for the specific cost. Control of cost is very important in any business transaction. Management can be allocated the limited resources to each project and processes. 

Computation of cost:
Cost computation is the main function of cost accounting. In the cost computation we will see how we can calculate the sales cost per unit for a specific product. It can be important to an business enterprise. 

Reduction of cost:
It is one of the purposes of cost accounting. Computation of cost helps to the organization reducing the cost on project and processes. 




Planning and budgeting: 
Both it can be includes the analysis of plans for the future operation to the organization. The plan may be include short term plan and long term plan. Planning and budgeting both are most important. These both are very helpful to the management. Management taking right planning and budgeting, they can achieve the organization goals.     
   
Right Decision making:
 Information of cost accounting helps in make any decision for the future of the organization.  Techniques of cost and analysis of cost-volume-profit such type of information are very helpful taking right decision. Cost accounting provides the right information, that the management can take right decision making. 

Evaluation of performance:
Performance evaluation is one of the main function and purpose of cost accounting. After the processing management can evaluate the actual performance and then take the right decision. 

Allocation of resource decision: 
Decision of allocating resources is very important to take the management. Management can do the work and overcome the resource wastage and take the decision where the particular resources are used or not.   












Method of Cost Accounting 

Unit costing: It is also known as the single output costing. It can be produce a single unit product on large proportion continuously. Product is having uniform similar character. Through the continuous product these product are not produce. Unit costing is successfully followed in the production of similar product such as pencil, computer, books, bricks, and laptop etc.

Job costing: Job costing method is including under the specific order costing method. It is a system of costing. This type of cost are ascertain in terms of particular order and which are not compare to each other and is not repetitive in  nature. Job costing include like a direct material, labor and overhead. This type of method is used by the industry. Outside the factory job may be perform contingent upon the nature of the job like a sanitary job, plumbering job and fitting job etc.

Contract costing: It is one of the methods of costing. Contract costing are also known as a terminal costing. It can be apply where the work is carryout under person’s particular necessity and particular order is of long period. Some example of contract costing is: house building, shipbuilding, civil engineering contracts. 

Batch costing: It is a method of costing involve under the specific order costing. A batch is the homogenous or equal product is considered as the job. Here, the batch is a cost unit. Batch is the group of product. This kind of method applied in pharmaceutical industries. 

Operating costing: It’s costing method of the costing under the continuous operation costing. This kind of costing method applied those undertaking which do not manufacture goods but render services. Some example of operating costing is: transport companies, hotel and lodging, railways, hospital etc. 



Process costing: It is a method of costing include under continuous operation method. It can be applied for those industries which manufacture a number of units of output. It can be term is used in cost accounting and it can be describe assign and collect manufacturing cost to the unit produce. 

Multiple costing: composite costing is also known as multiple costing. A variety of basic fundamental such as television, and motor car, aero planes, in the production of radio some based on the one method. Multiple costing is under the continuous operating costing method. 

Uniform costing: Uniform costing is one of the methods of costing. It can be fitting the particular requirement different costing principles; different industries and practice are used. It can be number of undertakings are adopted in the same industries or flat in different industries. 

Service costing: Service costing is one of the methods of costing. It is used for function and services. Service costing is also mention as department and function, service center. It can be more useful in the service organization like a hotels, college and transport, power generation. 

Technique of Cost Accounting
There are various types of techniques under the cost accounting.

Marginal costing: It is one of the type and technique of costing. It can be allocate of expense to production is limited to those expense which proceed as the results of production. Example: material, labor, direct expenses and variable overheads. This technique is very helpful to the industries and useful in manufacturing industries with shifting level of output. 

Direct costing: Direct costing is one of the techniques of costing. This type of techniques is distinct from the marginal costing because some fixed cost can be examine as a direct cost in appropriate chances. 

Absorption costing: It is one of the techniques of costing and absorption costing is also known as full costing. In a same manner, both fixes cost and variable cost is charge. 

Uniform costing: Standardized principle and cost accounting method are working by different companies is condition as uniform costing. It is one of the type and techniques of costing. 

Standard costing: It is a technique and system of costing. Under the standard costing, product can be decided in advance on certain predetermine standard.  
One of the examples of standard costing is post costing. Now a day standard costing becomes more and more popular.  
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Relationship of cause and effect: It is the principle of costing. Relationship of cause and effect are established for particular item of cost. Particular item of cost can be related to its cause as specifically as possible and various department effect should be ascertained. 

Charged of cost after it is incurred:  Unit cost involves in those cost they have been absolutely incurred. It is one of the principles of costing. Example, it cannot be charged with selling cost while unit cost quiet in factory. 

Abnormal cost is exclusion from cost account: Overall cost incurrence because of abnormal reason such as theft, negligence and cannot be taken into consider while compute the unit cost. 
Based on the double entry principle: 
 Principle use to remove mistake in cost ledger and mange control of cost accounts. Cost statement and cost sheet will be correct and prepare cost ascertainment and cost control. 
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Revenue expenditure
Revenue expenditure is an expenditure, it can be incur the business operation activities conducted on the regular basis are known as revenue expenditure. Revenue expenditure such as carriage, freight, and stock purchase etc…Income statement charged from the revenue expenditure and when they occurred. Revenue expenditure is more satisfy the accounting principle. For current accounting year benefit produce by the revenue expenditure. Some example of revenue expenditure such as- stationery and printing, expenses, wages, salary and inventory, insurance, taxes etc.

Capital expenditure
Capital expenditure is one of the expenditure and amount of money used up by the company for process of any long term asset or to improve the working volume of any actual capital asset or cost of production decrease and lifetime to produce future cash flow increase, is also called as capital expenditure. Capital expenditure can be shows in the Statement of Profit and Loss. It can be provide the benefit for more than one year.  













Revenue Expenditure V/S Capital Expenditure 

	Basis
	Revenue Expenditure
	Capital Expenditure

	       Concept
	Expense are incurred in normal day to day movement of the business
	The expense incurred in obtains a capital asset or improve the capacity. 

	      Term 
	The term is short term
	The term is long term

	      Capitalization
	Capitalization is no
	Capitalization is yes

	      Show in 
	Show in income statement
	Show in income statement and balance sheet

	      Outlay
	Repeat
	Not repeat

	      Benefit 
	Benefit gives only in current year.
	Benefit gives more than one year.

	     Matching concept
	Matching with revenue.
	Not matching with capital receipt.
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We conclude this assignment, the successful growth of any business requiring the proper process and maintaining the all records of the business transaction. The growth of any enterprise, it is very important to the cost control, cost computation and cost reduction. Management accounting increases the efficiency of the business transaction and show the capacity of the business how to continue will be long run. Every successful growth of business understands all the principles, techniques, and methods. 
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Trial Balance as on 31 January
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Trial Balance as on 31 January
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