
Topic 16 Manufacturing Accounts

‘The magic you are looking for is in the work you are avoiding’ 
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Lost : ' Outflow of resources

1) Raw Materials

2) Labour
3) Overheads



Classiticationofcost

T
Nature

-1
Directcostlndirecl.co#
• Cost which is directly associated or . Cost which is not directly associated
related to production or the cost or related to production or the cost

which can be directly identifiable or which cannot be directly identifiable
traceable to a particular unit cost or traceable to a particular unit cost

is defined as
'

Direct cost
'

but which is part of
'

Cost of Production
'

• Eg : . Direct material is defined as
'

Indirect cost
'
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- DM tDlt DE Depreciation . Supervision l Factory
OI Management salaries etc .

Prime cost -

- DM t Dl -The sum of indirect cost is called

•Tactory0uerhead
Note : - Factory Overheads will always

include production related costs

and will not include any non

production or office related costs
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Basiccalculationso
. Primes = Direct Material t Direct Labour t Direct Expenses

OR

Primes = Direct Material t Direct Labour

2.costotrawmaterialldirectmaterialconsumed.co
pening inventory of RM t Net Purchases of RM C- I closing Inventory of RM

3. NetPurchasesotRawmater

= Purchases of RM t carriage on RM C- ) Purchases Returns of RM

4 . Direct Labour -

-

no . of labour hours worked x wage rate 1 hour

OR

no
,
of units produced x wage rate 1 unit

Othnofodabou : .

Direct wages 1 Factory wages / Manufacturing wages 1 Production wages 1 workshop wages

otherterminologiesfordir.eu#pense : -

license cost 1 Manufacturing Royalties

5.tt#taturingost= Prime cost t Factory Overheads

6.costofaoodsmanufaeturedlcostofproductionf.to
tal manufacturing cost t work in Progress opening C-I work in Progress closing

7.Tansfeu = Cost of Goods Manufactured + Factory. Profit

Manufacturingstatement : The purpose of preparing the manufacturing
statement is to calculate the cost of production and it is also called
'

manufacturing Account
'

.



speeimenformat-manufacturingh.tl/PresentationotManufinga

paperWala limited

manufacturing all for the year ended 3r December 2020

$ $

Directmaterial

Opening inventory of raw material 12,000

+ purchases of raw material 150,000

* carriage on raw material 10,000

e) purchases returns of raw material 18,00012 1521000

e) Closing inventory of raw material 410001
Cost of raw material ( Dm ) consumed 160.000

+ Direct labour ( D. L ) 140.000

+ Manufacturing royalties ( Direct expense ) 20.0002

Prime cost 320.000

'
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.. . :¥÷÷::¥÷.Total Production cost

+ Work in progress opening 30.000

e) Work in progress closing 120.0002
Isthmus's90.000

=

*
=
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For full content

Click here

https://adeelpaperwala.odoo.com/pricing

