
1

Management 
Accounting

The process of providing information including financial 
accounting information to managers for their use of 
planning, decision making, performance evaluation, 
control, management of cost and cost determination.



2



3

Cost Accounting

Cost Accounting

A process of collecting, classifying, recording, analyzing, 
allocating and interpreting the cost data in order to provide 
the management with reports for their planning and 
controlling process.

Costing

A technique or process of ascertaining the cost.
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Financial Accounting & Cost Accounting differences
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Cost Accounting
Vs

Management Accounting
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Objectives of Cost Accounting

01. Ascertainment of cost 

02. Planning and Controlling the cost 

03. Presentation of the cost 

Arguments for Cost Accounting
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Cost UnitCosting Cost Center

A technique or 
process of 
ascertaining the 
cost.

A particular good / 
service / function 
that is used to 
calculate the cost.

A particular item, 
department, person or 
a function that is used 
to collect, report and 
analyze the cost.



8

Cost Unit

• A particular good / service / function that is used to 
calculate the cost.

• Examples:
1. Bakery – A bread
2. Apparel company – A shirt / A frock
3. Hospital – Per patient
4. Education Institute – Per student

Cost Center

• A particular item, department, person or a function that is used to 
collect, report and analyze the cost.

Purchasing department, Cutting department, 
sewing department, packing department

Apparel company 

Restaurant, Spa & Wellness, RoomsHotel

Mixing department, baking department, packing 
department

Bakery 
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Cost Classification
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01. According to the nature

Other Cost

02. According to the purpose

Direct Cost Indirect Cost

The cost that can be easily 
identify with a product / 
cost unit.

1. Direct Material
2. Direct Labour
3. Direct Other

The cost that cannot be 
easily identify with a 
product / cost unit.

1. Indirect Material
2. Indirect Labour
3. Indirect Other
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03. According to the behavior

Variable Cost Fixed Cost Mixed Cost

The cost that is vary 
according to the 
output level.

Ex: Direct material
Direct Labor
Direct Other

The cost that is not 
vary according to 
the output level.

Ex: Rent Expense
Lease payments

Also say semi-
variable or semi-
fixed cost.

Variable Cost
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Fixed Cost
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Step-up fixed cost 

• Sometime the fixed cost can be increase after a certain level/ range. In that case 
we say it is Step-up fixed cost. 
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Mixed Cost

04. According to the degree of 
association with the product

Product Cost Period Cost
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Product Cost

• The cost that incurred to produce a product.

Period Cost

• The cost that not included in the production cost. Typically treated 
as expenses.

• Ex: 01. Sales & Distribution cost
02. General administration cost



16

05. Functional cost classification

06. According to the controllability
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07. According to the relevance in the 
management decisions

1. Relevant Expense 

• The expenses that are relevant when taking a decision.
• They are only future cost. 
• They are incremental & avoidable in nature.

2. Irrelevant Expense 

• The expenses that are not affect by the decisions taken.
• Ex : Sunk Cost

08. Other 

1. Opportunity Cost

• The cost of the next best alternative available

2. Sunk Cost

• The cost that has already been incurred and therefor it is 
unavoidable and irrelevant. (Historicala cost)
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Let’s do some past papers

2025 July
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2025 January

2024 July

2024 January

2023 July


