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Basis Cost Accounting Financial Accounting

1) Purpose Its main purpose to guide It reveals the final results during the management for 

proper the particular period for every planning, 

controlling and concern. decision-making etc. 

2) Coverage It deals with expenses related This deals with whole to or identified with products. 

organization connected with manufacturing and also 

other activities or areas. 

3) Basis This deals with estimated and actual 

actual data both. 

This deals only with the actual actual financial 

transactions and figures and not on estimation.

4) Scope It is related to a particular all 

commercial product or service.

It includes translation of  organisation for a particular 

period of  time

5) Parties 

Involved 

This deals with internal translations 

between departments within the 

organisation

This concern with external parties as well as external 

translations.
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6) Final Statement Only one statement is prepared 

i.e. statement of cost.

Profit & Loss A/c and balance 

sheet both are prepared. 

7) Valuation of  Stock Stock is valued at cost Market value or cost whichever is 

lower is considered as the value 

of  stock. 

8) Nature It does not consider only  

historical records but also 

predetermined cost.

It is related to the historical 

records. 

9) Classification It is clearly classifies the cost into 

fixed and variable cost.

In this cost is not classified into 

fixed and variable cost. 

10) Legal Requirements Generally these accounts are kept 

to meet management 

requirements. Now it has become 

obligatory.

It is required by companies act, 

Income Tax Act, etc. to keep 

these accounts. 
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STEP – I 

Prime Cost = Direct Material Consumed + Direct Labour + Direct Expenses

Direct Material= Material Purchased + Opening stock of  raw material-Closing stock 

of  raw material.

STEP – II Works Cost = Prime Cost + Factory Overheads (Indirect Material + Indirect Labour

+ Indirect Expenses)+opening Work in progress-Closing Work in progress

STEP – III Cost of  Production = Works Cost + Office and Administration overheads + Opening 

finished goods-Closing finished goods

STEP –IV Total Cost = Cost of  Production + Selling and Distribution Overheads

STEP – V Sales – Total Cost
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Particulars Rs. Rs.

Purchase of  Raw Materials 14,000

Add: Opening Stock of  Raw Materials 3,000

Carriage inward 500

17,500

Less: Closing Stock of  Raw Materials 2,400

(a) Cost of Raw Materials Consumed 15,100

Add: Direct Wages 4,000

Other Direct Expenses 200

(b) Prime Cost 19,300
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Add: Factory Overheads:

Indirect Wages 1,000

Experiment Expenses 400

Wastage of  Materials 50

Factory Overheads 7,000 8450

27,750

Add: Opening Stock of  Work-in-Progress 1,000

28,750

Less: Closing Stock of  Work-in-Progress 800

FACTORY COST 27,9750

Add: Office Overheads:

Establishment on Costs 2,000

COST OF PRODUCTION 29,950

MR - GASC, KOMARAPALAYAM 29



Add: Opening Stock of Finished Goods 1,200

31,150

Less: Closing Stock of  Finished Goods 3,000

COST OF GOODS SOLD 28,150

Add: Selling Overheads 4,000

Add: Distribution Overheads 1,000

TOTAL COST 33,150

SALES 40,000

NET PROFIT 6,850
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PARTICULARS Rs.

Direct Materials 8,000

Direct Wages 6,000

Direct Expenses 2,500

PRIME COST 16,500

Add: Factory Overheads 5,000

FACTORY COST 21,500

Add: Administrative Overheads 4,000

COST OF PRODUCTION 25,500

PROFIT (B/F) 14,500

SALES 40,000

COST SHEET
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STATEMENT SHOWING COST AND PROFIT
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