


Cost Classifications for Manufacturing Cos8/3/20202Manufacturing CostsDirect materialCostsDirect LaborCostsManufacturing Overhead Cost



Cost Classifications for Manufacturing Cos��Direct Materials ��Integral part of the finished product whose costs can be easily (physically and conveniently) traced to the finished product��Direct labor��Labor costs that can be easily traced to individual units��Example -wages for machine operators��Manufacturing overhead costs��Production related costs that cannot be practically or conveniently traced directly to an end product.��All manufacturing costs except DM and DL��Associated with operating the factory8/3/20203
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Job Order Costing -Account AnalysisRaw Materials InventoryBeg Inventory+ Materials Purchased-Materials requested  for production= Ending Inventory8/3/20201 0
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Manufacturing Overhead AcountActualActual factory related costsAppliedP
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Breakeven Analysis�‰ The point at which total revenues or sales equal total costs, or�‰�d�Z�����‰�}�]�v�š���‰�š���Á�Z�]���Z���‰�v���}�Œ�P�‰�v�]�Ì�‰�š�]�}�v�[�•���‰�Œ�}�(�]�š���]�•��zero�‰The Equation Method:�‰P= [S-VC]
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Breakeven Analysis 

ðMultiple Products

Steps:1. Calculate the weighted-average breakeven point* =  

Total fixed costs overall CM ratio

2. Calculate breakeven point per product�yweighted-average breakeven point x sales mix %





The Budgeting Framework Budget Quantitative plan of acquiring and using resources over a specific time periodWay to manage an organizationUsed in all types of organizations for:Planning �rdevelop goalsControl �rachievement of goalsBased on assumptions2 1
8/3/2020
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Standard Costing �‰ Standard�‰A benchmark or norm for measuring performance�‰Quantity and cost are used in manufacturing and are set for each major input such as raw material�‰

Quantity Standard 

�‰How much of an input should be used to make a product or provide a service�‰

Cost/Price standard

�‰How much should be paid for each unit of the input 



Standard Costing�²Setting 
DM standards�…Standard price per unit�…The final, delivered cost of the material, net of any discount�…Standard Qty per unit�…The amount of material required for each finished product, as well as an allowance for waste, spoilage etc.�…
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�includes wages, employment taxes and fringe benefits 
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Standard Costing 




