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Standard Costing: Accounting Procedures
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Learning Objectives e=?
'ﬁ. Describe Methods used in accumuiating standard costs .
7 Describe Methods used in recording purchased materials
under single plan. e bl
3. Explain the Accounting Procedures for Disposition of
Variances. b e Sy
4.Describe  how  do variances appear in the income
statement. % &7
5 Explain the accounting procedures under the Partial
(Plan.

Some companies prefer to keep standard costs for

statistical purposes only. However, the incorporation of

standard costs into the regular accounting system permits
the most efficient use of a standard cost system and leads
to saving and increased accuracy in clerical work. In either
case, variances can be analyzed for cost control, g.nd
standard costs can be used in developing budgets, bidding
on contracts, and setting prices.
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Standard costs should be viewed as costs wh;, .

through the data processing system into ﬁr‘t;ﬁ"?au:r.

statementse The recording process is done using one the
two methods, namely the partial p!an method and the
single plan method. Some economic units employ the
partial plan, others the single plan. Both plans cente,
around the entries to the work in process account. Under

either plan. the work in process account can be broken
down by departments.
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The Partig] Plan

'Irl the part]a] p]an

al cost of :

and cred; Matery a

edited g Standarq c()zltS, labor, and factory overhead
; - w

d to finisheq he_“ goods Oare completed
S0ods ‘Mventories. Any balance

Process account is debited

e - 11n o



p—

B —

emaining in the work in process account consists of two
olements (1) the standard cost of work still in process and
(2) the variances between actual and standard cost
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Example ,.,&‘
The following information concern Green company which

manufacture product and uses a standard cost system:
I. Standard cost per unit:

Direct materials.............2kg.@$10 $ 20
Direct labor................. 5h. @$6 30
Factory overhead.......... Sh. @ $5 25

- $75

2. Normal capacity 1000 hours.
3. Budgeted fixed factory overhead $ 3000. , o o, L=
% Actual activity for the period was: S0, 7~ w

: . . L )b’ [ g al
d 360kg- of direct materials were issued for pr oduction al

%l U per kg,
. gzrect labor , 900 hours at $5 per hour.
T Ctual factory overhead $3500.

160 ynit .
| s were produced. st~ mpleted
3 “io‘”k in Proce]?ss at the periodfvend (40)921?(:;2::‘) )
°2 to materials and 60% as to cONVer .y
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Required:

' -+ o performance report.
1.Prepare a pel forn

calveis of the direct materials direcs 1.0
2. prepare an analysis ol ”., es using the tw ~<t labor

method. | . - |
3. Prepare the journal entries to record the aboye

formation using the partial plan.
7
4. Prepare T-account for the WIP control.

Reg.l
Performance Report
Facts Actual cost = Standard cost Variance
Direct $3600 $4000 400F
 materials
i (200%20)
] Direct labor 4500 5520 1020F
[_T\ (184x30) |
OH 3500 4600 1100F
(184x25)
| Total T
" s11600 14120 252F
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Req.3 o |

CAssurance of matenals to the facton

£ . RILL
VIP Control
\ \lat(‘lmh inventory control 3600

L !; lfli

b Distribute of payroll |

WIP Control 4500
Pavroll control 4500

¢. Record the Actual FOH

WIP control 3500
\ctual FOH 3500
o U t__,_\J\.i ;d
d. Transfer of finished products

Finished goods inventory control 12000

WIP control llf;ﬁm
¢. Record of variances e LA™
I Favorable varian €s — ¥
_ ces(FV) e };’/’
J - »
WIP Contrgl 2760

Materialg Q. variance 400
L. Rate variance 9200
L. E fﬁu(nu variance 120
C ontrollahle variance 1340

Volume vy,
Olume \-varmncc 240
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wipP Control 240

| d.12000

| Bal. 2120
114360
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~ D.M.:20%40 =$ 800

D.L. :30%24 =720

: F.O.H.: 25524 = 600

$ 2120




