18  Cost and Management Accounting

The objective of the course is to enable the students the components of product cost their calculation methods, and their control.

Prerequisite for the course: Knowledge of Financial Accounting and Analysis taught in Fist Semester  of the programme.

1. Introduction to management accounting:  Management accounting Vs. Cost accounting vs. financial accounting, role of accounting information in planning and control, cost concepts and managerial use of classification of costs. The management process and accounting.

2. Cost analysis and control: Direct and Indirect expenses, allocation and apportionment of overheads,  calculation of machine hour rate. 

3. Costing for specific industries: Unit costing, job costing, cost sheet and tender and process costing and their variants, treatment of normal losses and abnormal losses, inter-process profits, costing for by-products and equivalent production.

4. Marginal Costing:  Introduction, Application of Marginal costing in terms of cost control , profit planning, Closing down a plant, dropping a product line, charging general and specific fixed costs,  fixation of selling price, make or buy decisions, key or limiting factor, selection of suitable product mix, desired level of profits, diversification of products, closing down or suspending activities, level of activity planning.

5. Break-even-analysis: concept of cost-volume-profit relationship, mechanics of B.E. analysis, Determination of Break even point, Break-even-graph and assumptions of BEP, importance, Margin of safety and angle of incidence. Application of BEP for various business problems.

6. Budgetary Control:  Budget, budgetary control, steps in budgetary control,  Flexible budget, different types of budgets: sales budget, cash budget, production budget, master budget, Performance budgets, material Vs. purchase  budgets, concept of Zero Based Budgeting.

7. Standard Costing: Standard Cost and Standard Costing, standard costing vs. budgetary control, standard costing vs. estimated cost, standard costing and marginal costing, analysis of variance, material variance, labour variance and sales variance.

8. Inter-firm comparison : Need for inter-firm comparison, types of comparisons, advantages. An introduction to cost audit and management audit. An introduction to activity based costing,
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