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Bin Card Stores Ledger
[t is maintained by the storekeeper in the| It is maintained in cost accounting
store. department.
It contains only quantitative details of | It contains information both in
material received, issued and returned to | quantity and value.
stores.
Entries are made when transaction It 1is always posted after the
takes place. transaction.
Each transaction is individually | Transactions may be summarized and
posted. then posted.
Inter-department  transfers do not | Material transfers from one job to
appear in Bin Card. another job are recorded for costing
purposes.
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ACCOUNTING AND CONTROL OF LABOUR COST
It involves 3 activities:
1. Time keeping
2. Calculation of Payroll
3. Allocation payroll cost to dept.
Time Recording
Time Keeping Time- Booking
*Recording attendance & * Record from utilised point of view-
Calc. of wages Cost Analysis
Method Method
(a) Manual (a) Daily time sheet
» Attendance register (b) Weekly time sheet
» DISC Method (c) Job Cards
(b) Mechanical
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Tdle +4ime:-

a.
Idle Time Treatment
Normal / Unavoidable (Repair, Use supplementary rate to recover
Changeover of Job) idle capacity cost.

Abnormal/Avoidable (Power failure, | Dr. to Costing P/L
R&M, Shortage, Planning, Fault,

Strike)

Seasonal factor Charge to COP by inflating
overhead rate

Trade depression Dr. to Costing P/L

e. Training Cost: It is overhead of Service Department — Apportioned to
Production Department.

f. Chargeable Expense: Part of Prime Cost (Direct Expense)
(e.g. Royalty, Hire Charges, Drawing & Design, Software).
g. Insurance of Stock: Apportioned based on Direct Material value.

h. Packing:
a. Primary Packing— Part of Cost of Production.
b. Secondary Packing — Selling & Distribution Overhead.

i. Small Tools:
View-1: Cost Charge to Department using it.
View-2: *Revalue and difference (Original Cost — Revalued value) Charge to

Prod" OH.
*Charge depreciation over life:
a. Factory Overhead
b. Overhead of respective department.

j- Depreciation:
1. Factory Overhead
ii. Apportioned to dept. based on Assets Value.

k. Material Handling Cost:
i. Apportioned based on physical gty. stored in factory.
ii. Store OH shall be charge to RM & Finished Goods store based on
issue rate.

l. Research & Development:

Cases Treatment
Applied Research expense (for Manufacturing Overhead
existing product)
Basic Research Cost (continuous 1. Charge to Revenue of concern
activity) dept.
2. If amt. large — Over the period.

m. Unsuccessful Research & Development Cost:

Cases Treatment
Expense is normal & budgeted Factory Overhead
If expense is not budget Write off in P/L

Note: If research 1s extended for long period, some failure cost is spread

nvar cniiecraccetiil reacaarch
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4. ZERO BASED BUDGETING:
It is budget prepared and justified from zero and last year is not taken as based.
All activities are re-evaluated each times budget is prepared.
a. Traditional Budgeting vs. ZBB

S.No. Traditional ZBB
l. It is accounting Oriented. It 1s decision oriented.
2. | It1s based on last year budget | It is not based on last year
budget

3. | It is based on incremental It is not based on incremental
approach. approach.

4. | All activities are not re- All activities are re-evaluated
evaluated each times budget is | each times budget is prepared.
prepared.

b. Dis-advantages of Zero Based Budgeting.
i. It requires training to manager.
ii.  Itis costly and time consuming.
ui. It emphasis on short term rather than long term objective.
iv. It requires more paper work and personnel.

5. BUDGET PERIOD VS. CONTROL PERIOD.

S.No. Budget period Control period
l. It 1s period for which budget It 1s period for which interim
is prepared. report is prepared for
corrective action.




A It 1S on quarterly, monthly, reriod 1s specitied by
annual basis. management.

3. | It may be short-term or long- | It is generally, short-term.
term.

6. PROGRAMME AND PERFORMANCE BUDGET:
a. Programme budget:
It is prepared for specific activity or programme. It includes only revenue
and expenses of specific programme.
b. Performance budget:
v" It focus on specific performance objective.
v’ It relates to greater management efficiency.
v It measures progress towards short-term and long-term objectives.

3. BUDGETARY CONTROL:
a. Itis end result.
b. Process:
1.  Estimate Budget

i1.  Compare with actual result
111. Corrective action/ remedial measure should be taken.
c. Objective:

1.  Eliminate wastage
ii.  Helps to predict future

iii.  Co-ordinate action of various department.
iv.  Corrects deviation from standard.
d. Limitation:
i.  Budget preparation is difficult task.
ii.  Future prediction 1s uncertain.
mi. It is based on past data which is not relevant for changing circumstances.
iv.  Gaining co-ordination among various department is difficult task.

e. Elements:
1.  Budget center
ii.  Budget Manual
iii.  Organization chart
iv.  Budget Committee
v.  Budget Controller
vi.  Budget Key Factor
vii.  Budget Report



