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Cost Accounting - —lS!l qilea

“ What is Cost Accounting?
It is a process of collecting, analysing, summarising and evaluating various alternative
courses of action. Its goal is to advise the management on the most appropriate
course of action based on the cost efficiency and capability.
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% Cost Elements
There are two types of costs:

A- Direct Cost (Variable Cost) 5 s#ial) alsl)
It includes the costs that are used in the production process. This includes the

following costs:

- Raw materials costs A ¥ 3 gall Cals

- Costs of man-power Aalad) say) als

- Costs of the operation and maintenance of the machines and tools used in
production (with the cost of the depreciation) Wt CilS g cilaall Dilsa g Jaadd iy juaa
- Costs of storage, protection and marketing Gagadl) g oA als

- Energy costs A8kl Mg il pa

A- Overhead Cost (Fixed Cost) 4 alsy)
This includes the costs that are not involved in the production process. However, they

are necessary of the. For example:

- Costs and expenses of the management office 4y iy jlaall
- Costs and expenses of the buildings and its depreciation W i) (il g <ilelidal) iy jlaa
- Costs and expenses of the product advertising and declaration Ziiall (81 guutil) LA uaa
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- General services (such as, health and workers safety costs) 4alall Claadll iy laa

- Taxes il pual)

Cost (C
(€ Costs (C) Variable Costs

Fixed Ceosts

Quantity (Q) Quantity (Q)

Total Costs

Variable Casts

Fixed Costs

Q
Total Cost (T.C) = Variable Costs (V.C) + Fixed Costs (F.C)

% Break-Even Point Jalail) 4bi

It is the point where the total production costs become equal to the total revenue
collected from selling or consuming the product. In other means, it is the point where
no profit is made or no loss is occurred. This point indicates the period with which the

product starts to make profit. e g (e ilaaiaall Cl_.,jgy (8 S aJad5 A sl 43285
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Total Costs
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% Factors Affecting the Break-Even Point Jleil) dbdi fo 4757 Jo| oo
1- The Fixed Costs: When this cost increases, the total cost increases. This affects the
break-even point (Fig. 1) AN a3 A AR Bl 5y Ad] dua ¢ Al AIKY) s

2- Change in Unit Quantity: When the quantity of product consumption increase,

revenue increase (and vice-versa) (Fig. 2)
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3- The Variable Costs: When this cost increases, the profit increases. This affects the

break-even point  (Fig. 1)
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4- Change in Prices: When prices decreases, revenue decrease. This increases the

period within the break-even point is reached (Fig. 2)
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Fig. 1
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UNITS
To find the Break-Even Point:
P=G-T.C
P=G-(F.C+V.(C)
P=S,-F.C,-V.C,
P+F.C=n(S-V.C)
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F.C+P 5700000040
n= =
S—V.C 450-275

= 325714.29 thousands of bricks (325714290 bricks)

325714290

Nyears = 170,000 = 1915.967 (approx. 1916 days) = 5.25 years




