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Article January February
45648000 4 0449 0
Wwholesale 45000000 43 263855 39 74 891 280752 50
service 548 000 23 000
Costof s2le® 20119040 27 044 183895 3
Wholesale 29767 500 26711104 25874817 3
service 351 540 333 494 9
Gross profit 45 528 960 16842256 1 194 16 2 602
profitability 34% 38% 35%
Administrative expenses 728934 754 883 723335
office rent 450 000 50 000 50
Wages fund 400400 400 400 00
T costs v oappoet aso] W77
Pu of materials 886 3093 1
Other admlnﬁ\ﬁﬁn expens 6 59 48
Woxp.nm 970383 1 20 41577078 134927
Rentals 4250 000 250
» \Wages fund Sanae), YA 1223
»® Fare " 7760160 35502 585327 ¢
,,‘;})I»" o \ Warehouse storage services 270000 000 70 000
g &P M s o preciation of equipment 250 000 250 000 50 000
e ] o Advertising 674 000 901 000 511000
3 ooy Marketing promotions 456 480 438 869 204 491
o ¥ Teavel expenses sy 2% 82535

2829 643 3267074 1964783

’ operating profit
0 ' ' ‘ oher income 4895 3923
|

Atg sqp Interest ceceivable 1895 3923
Bomo‘t Moy Other non-operaing income
eeping 5 Other expenses 211820 2 ;0323 1877 515
san0 percentage © be paid 2118290 2179323
7009 Other non-operaing expenses
::’ profit before 1% 13248 091 671
4000 . \
- \ €BITDA 3081538 2520994

{ncome &% 142 650 218334




What are we going to learn today?

 Different types of costs
e Approaches to costing
 Decision making through costing

e Break even Analysis
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What Costing is really about

Costing in business is the \

process of identifying,
recording, and allocating all
expenses involved in
producing a product.

Costing answers questions Iike:\

Am | charging the right price?
Which product should | push?

Should | accept this order or
reject it?

Why is cash always tight

N

despite good sales?

N

Without costing: \

Pricing becomes guesswork
Growth becomes dangerous

Expansion becomes risky

N
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Pricing Profit Control &
Decisions Measurement Discipline
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Indirect Costs

(Overheads) — The
Silent Killers

Direct Costs — The
Obvious Costs

Types of costs

Fixed Costs Variable Costs




Concepts to be understood.

Cost centers

AN

N

Profit centers

N

Overheads

N

N\

Average costs

AN




Two approaches to costing

Full costing Contribution
method method

N AN

AN AN




Full costing method

Step

Calculate Total
Direct Costs

Step

Calculate Total
Overheads

Step

Absorb Overheads into
Products

Distribute overheads
across products




Contribution
costing method

Contribution = Sales —
Variable Costs

Decision clarity

Behaviour of
costs

Cover fixed
costs

Short-term
iImpact

Generate profit
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Contribution costing
helps in decision making

* Special Order Decisions
* Pricing Decisions & Discounts

e Product Mix Decisions

D.E/C.I S/ L ON




Break -even analysis

Total Revenue = Total Costs

Costs and sales revenue ($)

Sales revenue
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i Profit at fulli
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Break-even point

Full  Units of output
capacity and sales



USING BREAK-EVEN

FOR DECISION
MAKING

Surviving slow
seasons and
market shocks

Setting
minimum sales
targets

Hiring
decisions

Evaluating
discounts and
offers

Planning
expansion
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Suppliers

Full Costing for
Reliability

Role of costing through different
stages of supply chain

N

a @

Manufacturers

Hybrid Approach

@

®

Wholesalers

Contribution Costing
for Volume

N

N

7

Retailers

Full Costing for
Mark-up

i@
&

Service Providers

Activity-Based & Full

Costing
N\
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