Design and Implementation of Costing System and MIS for Engineering and
Manufacturing Company

Objectives

The objectives of the assignment were:
¢ Implementation of a simple spreadsheet based Costing System.
e Establishment of a MIS structure to support Management decision making
e Setting up of processes to support the Costing and MIS structure

This is based on the actual design and implementation of Costing and related MIS, for a
multiproduct, multiprocess manufacturing company with a turnover of over Rs 100
Crores (Rs 1,000 Million).

Methodoloqgy

» Study of the production process in each of the different units

» Detailed discussion with the core production/technical team

= Deciding on the appropriate method of costing applicable for the nature of
industry concerned

» Designing the cost sheet for the individual product/project concerned

= Drafting of the process report explaining the various systems, methodology and

justification on the method applicable for the industry

Developing the process manual — a complete overview of the costing system

Developing the operations manual — a complete step by step guide for users

Training workshops and seminars to familiarize the users with the system

Hand holding through monthly audit and submission of Cost Audit Reports

Solution or Output
e Costing system was developed for 5 units and 5 sub-units.
e Developed Spreadsheet costing models for 10 units.
e Developed Process and user manuals for each unit




Sample Cost Sheet
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|l§|_] File Edit View Insert Format Tools Data Windew Help % - X|
D F I H o [ « [ L [ m [ W] ol F [ —=
3 COMPOMENT COST SHEET |
13 Component Number |l 021-01-039-3 -
15 Qty Produced 39
16 Raw Materials
17 Boughtout Components ]
12 Cutsourced a
19
20
Pre Manufacturing Cost
Consultancy Charges ]
Designs and Drawings ]
Tools, Jigs, Dies ]
Manufacturing Cost
Mlachine Shop 210
F abrication J88
Faintshop 3
Setup cost ]
Idletime cost 139

Cost of quality
Cost of Control
Cozt of failure
Sorap
| Fiejects
Feworked
Fieturnz
Less:Sale Value
Met ozt of Failure

Overheads
Admin Expenses 24
Selling Expenses 27
Financial Expenses ]
Interest on working capital 1]
CSC Share []
Corporate office share ]

Total Product cost T30

Cost Eel unit 20

o em [ | e [ | e [ | e [ || | e [ | e [0 | g | e | [ | e | P e [ r | fr R g |
Fa | =S o |G|~ [ | [ 2o R | = (S| & |5 =0 | & | O |5 (45| [ = | & [ad |ab (= | o fon | 4R | ed | e | =

The above worksheet shows the cost sheets generated for each component/part by the
costing system. A drop down facility as shown in the cost sheet is given for selecting the
component name. The user can select the desired component name from the drop down
and view the cost sheet.



Sample M.1.S Sheet

M.LS Componentwise Cost Analysis
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This worksheet shows a bird’s eye view of the details for each component. As shown in
the work sheet, the details are component name, quantity produced, opening W.L.P, Raw
Material cost, Pre-manufacturing cost, Manufacturing Cost, Cost of Quality Control,
Overheads, Total Product Cost, Cost per Unit, Closing W.L.P, Sale Value and Margin.
The ML.LS will help the Management to take some critical decision like Make or Buy,
Process or Outsource, Continue or Abandon etc.



Sample Machine Performance Report

Machine Performance Report-Graph
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The above worksheet shows how the machines are working. This graph compares the
installed capacity with the actual machine performance. This graph also shows whether
the machine was underutilised or overutilised. This graph is also a kind of M.L.S for the
Management to know the performances of the machines installed.

Benefits

The System aids in monitoring a company’s costs and in providing management with
information on operations and performance. Specific benefits include:

e Cost Ascertainment

e Cost Control

e Cost Reduction

e M.LS for Top Management



