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There are primarily four types of cost accounting.

Standard Cost Accounting.
Activity-based cost accounting.
Marginal cost accounting.
Lean Accounting.
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The following are different cost accounting approaches:
e Standard cost accounting
e Activity-based costing
e Resource consumption accounting
e Throughput accounting
e Life Cycle Costing
e Environmental accounting
Target costing
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1. Direct Material: It refers to material out of which a product is to be produced or manufactured. The cost of direct material is varying
according to the level of output. For example: Milk is the direct material of butter.

2. Indirect Material: It refers to material required to produce a product but not directly and does not form a part of a finished product.
For example: Nails are used in furniture. The cost of indirect material is not varying in direct proportion of product.

3. Direct Labor: It refers to the amount paid to the workers who are directly engaged in the production of goods. It varies directly with
the output.

4. Indirect Labor: It refers to the amount paid to the workers who are indirectly engaged in the production of goods. It does not vary
directly with the output.

5. Direct Expenses: It refers to the expenses that are specifically incurred by the company to produce a product. A product cannot be
produced without incurring such expenses. It varies directly with the level of output.

6. Indirect Expenses: It refers to the expenses that are incurred by the organization to produce a product. But, these expenses cannot be
easily found out accurately. For example: Power used for production.

7. Overhead: It is the combination of all indirect materials, indirect labour and indirect expenses.

8. Factory Overhead: It is otherwise called Production Overhead or Works Overhead. It refers to the expenses that are incurred in the
production place or within factory premises. For example: Indirect material, rent, rates and taxes of factory, canteen expenses etc.

9. Administration Overhead: It is otherwise called Office Overhead. It refers to the expenses that are incurred in connection with the
general administration of the company. For example: Salary of administrative staff, postage, telegram and telephone, stationery etc.
10. Selling Overhead: It refers to all expenses incurred in connection with sales. For example: Salary of sales department staff, travelers’
commission, advertisement etc.

11. Distribution Overhead: It refers to all expenses incurred in connection with the delivery or distribution of goods and services from the
producer to the consumer. For example: Delivery van expenses. loading and unloading, customs duty, salary of deliverymen etc.

(¥T) FTAEEH! ATERAT (On the basis of function)
9. PRIME COST = Direct Material +Direct Labour + Direct Expe

R. FACTORY COST Prime cost + Factory Overheads+ Opening ork- inprogress- closing stock of work- in-
progress.

3. COST OF PRODUCTION: Factory cost+ Office and Admini i verhead + R&D overheads.

¥, COST OF GOOD SOLD=: Cost of Productio i inished goods. - closing stock of finished goods

4. TOTAL COST= Cost of good sold + Selling &
(9) STABTRb! ATITTHT

q. gfvaaw ofter @rTa (Variable caSt in direct proportion to the volume of production.

R. feR &t (Fixed cost: Costs ith the level of production are known as fixed costs.

3. oy gfeaaaeie arta (Semi sts which contain both fixed and variable components.
() Ao @ anft afver i ecision making)

q. TT=i¥® T FETRIE anband Irrelevant cost)

R, IR ¥ @t (Avoidable and Unavoidable cost)

accepting i co‘e of action.
¥, cost : Costs of producing one additional unit. It is useful for price fixation.
4 s: Normal costs are normally incurred at a given level of output, while Abnormal cost

t: The cost which do not involve any expenditure in real sense. They included in cost accounts only
for taking managerial decisions.
e TR TET
1. Which of the following cost is also known as overhead cost or on cost:
a. Cost of direct Labour b. Cost of indirect Labour c. Direct expenses d.. Indirect expenses
2. Which of the following calculate the actual cost of product:
a. Cost estimation b. Costing c. Bothaand b d None of these
3. Costing is specialized branch of accounting which deals with:
A. Classification, recording, allocation, and control of asset
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b. Classification, processing, allocation and directing
c. Classification, recording, planning and control of asset
d. Classification, recording, allocation and directing

4. In cinema halls, composite cost unit is

a. A seat per show. b. Cost of screening c. Salary of staff d. Rent of cinema hall
5. The stage of production at which separate products are identified is known as :
a. Process costing b. Reverse cost method c. Subsequent cost. d. Equivalent production

6. __in contracts entitles a contractor to suitably enhance the contract price if the cost rises beyond a given
percentage:

a. Notional price b. Indirect cost c. Estimate d. Escalation clause.
7. Which factor that cause change in cost of activity:
a. Activity cost b. Driver rates c. Cost pool d. Cost drivers.

8. Over-absorption of factory overheads, due to inefficiency of management, should be'disposed of by
a. Carry forward to next year  b. Supplementary rate
c. Transfer to costing P&L A/c. d. Any of these

9. When absorbed overheads are rs.23,540 and actual overheads are 1s.22,400, thereis:
a. Under absorption of rs.1,140 b. Under absorption of rs.45,940 .
c. Over absorption of rs.1,140 d. Over absorption of rs.45940Q
10. Danger level= Normal consumption X
a. Reorder period b. Maximuim Reorderperiod
¢. Maximum Reorder period in emergency. d. Minimum Reorder period Answers:
11. The total of all direct expenses is known as
a) Total cost b) Overhead c) Prime cost. d){\Work cost e) None of/these
12. An opportunity cost is a
a) Direct expense b) Indirect expenseie) Variable expense,d) Fixed expense
13. Which of the following is not a relevant cost information in a make or buy decision?
a. Variable cost of making b. General fixed cost ¢, Purchase price d. Loss of contribution to make the product
14. Depreciation is a:
a. Measure of consumption,of assets b. Process of allocation and not of valuation
c. Wear and tear due to use and/or lapseof time d. All of the above
15. The cost of goods sold is equalite
a. Total Purchases - Total Sales¢
b. Openinggétock + Total Purchase.
c. Opening stock - Total Purchases +Closing Stock+ Direct Costs.
d. Opening'stock™® Total Purchases — Closing Stock + Direct Costs
16. Example of semi-variable items include the following except:
a. Telephone b. Repairs and maintenance
c. Depreciation of plant and machinery d. Insurance of plant and building
17. Direct Labor is.an element of:
a. Prime cost b. Conversion cost c. Total production cost d. All of the given options
1.(d);2.(b);3.(a);4.(a);5.(c);6.(d);7.(d);8.(c);9.(b); 10.(c) 11(c) 12(a) 13(b) 14(d) 15(d) 16(d) 17(d)
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