Chapter 22
Absorption and marginal costing (吸收成本法與邊際成本法)
Absorption costing (吸收成本法)
將成本分為，製造和非製造成本 (manufacturing and non-manufacturing costs)。所有製造成本，無論是固定還是可變，被視為製造成本(manufacturing costs)。所有非生產成本被視為非製造成本 (non-manufacturing costs)。
Manufacturing accounts (根據吸收成本法編製製造帳戶)

	Manufacturing Account for the year ended 31 December 2010

	
	$
	
	$

	Opening inventory of raw materials
	5,000
	
	

	Add
Purchases
	80,000
	
	85,000

	Less
 Closing inventory of raw materials
	
	
	(7,000)

	Cost of raw materials consumed
	
	
	78,000

	Direct labour
	
	
	210,000

	Royalties
	
	
	8,500

	Prime cost
	
	
	296,500

	Factory overheads: Factory rent
	
	
	11,500

	
	
	
	308,000

	Add
Opening work-in-progress
	
	
	3,500

	
	
	
	311,500

	Less
Closing work-in-progress
	
	
	(4,200)

	Manufacturing cost of goods completed
	
	
	307,300


製造成本被分為直接(direct)和間接(indirect)的製造成本(manufacturing costs)。商品的生產成本必須包括所有的製造成本，不論他們是否固定和變動。
Income Statements (根據吸收成本法編製損益表)
	Income statement for the month ended 31 January 2011

	
	$
	
	$

	Sales ($22 x 4,000)
	
	
	88,000

	Less:  Cost of goods sold
	
	
	

	Direct material cost ($6 x 4,500)
	27,000
	
	

	Direct labour cost ($4 x 4,500)
	18,000
	
	

	Variable production overheads ($3 x 4,500)
	13,500
	
	

	Fixed production overheads [(13,500 / 5,400) x 4,500]
	11,250
	
	

	Less: Closing inventory [(69,750 / 4,500) x 500]
	(7,750)
	
	62,000

	Gross profit
	
	
	26,000

	Less:  Sales commission ($2 x 4,000)
	
	
	(8,000)

	Net profit
	
	
	18,000


存貨的價值必須包括所有的製造成本，不論他們是否固定和變動。因為要將固定製造費用化為吸收製造成本，我們需要利用數學運算，計出商品的製造成本。
Over- or under-absorption of fixed manufacturing overheads (多吸收或少吸收固定製造費用)
根據吸收成本法(absorption costing)，如果實際固定製造費用不同於吸收製造費用，會出現多吸收(over-absorbed)或少吸收(under-absorbed)固定製造費用。根據邊際成本法(marginal costing)，沒有多吸收或少吸收的固定製造費用。 

在公開考試所需的處理
少吸收(under-absorbed)的固定製造費用會加到銷貨成本，多吸收(over-absorbed)的固定製造費用會從銷貨成本中扣除。
	Income Statement for the year ended 31 March 2011

	
	$
	
	$

	Sales (800 × $100)
	
	
	80,000

	Less  Cost of goods sold:
	
	
	

	Opening inventory
	—
	
	

	Add  Manufacturing cost of goods completed (1,000 x $40)
	40,000
	
	

	Cost of goods available for sale
	40,000
	
	

	Less  Closing inventory (200 x $40)
	(8,000)
	
	

	
	32,000
	
	

	Add  Under-absorption of fixed factory overheads
	1,000
	
	(33,000)

	Gross profit
	
	
	47,000

	Less  Marketing costs [(Variable (800 x $5) + Fixed ($15,000)]
	
	
	(19,000)

	Net profit
	
	
	28,000


Marginal costing (邊際成本法)
將成本分為，固定和變動成本 (fixed and variable costs)。
Manufacturing accounts (根據邊際成本法編製製造帳戶)
	Manufacturing Account for the year ended 31 March 2011

	
	$

	Direct materials 
	18,000

	Direct labour
	8,000

	Variable Factory overheads
	4,000

	Variable manufacturing cost of goods completed
	30,000


製造成本只顯示可變的製造成本。
Income Statements (根據邊際成本法編製損益表)
	Income statement for the month ended 31 January 2011

	
	$
	
	$

	Sales ($22 x 4,000)
	
	
	88,000

	Less:  Variable cost of goods sold
	
	
	

	Direct material cost ($6 x 4,500)
	27,000
	
	


	Direct labour cost ($4 x 4,500)
	18,000
	
	

	Variable production overheads ($3 x 4,500)
	13,500
	
	

	Less: Closing inventory [58,500 / 4,500) x 500]
	(6,500)
	
	52,000

	Product contribution margin
	
	
	36,000

	Less:  Variable costs: Sales commission ($2 x 4,000)
	
	
	(8,000)

	Contribution
	
	
	28,000

	Less: Fixed production overheads
	
	
	(15,120)

	Net profit
	
	
	12,880


· 存貨價值只包括變動製造成本。
· 產品邊際貢獻 (Product contribution margin) 是指已售出商品的銷售收入超出已售出商品的變動製造成本。 

· 總邊際貢獻 (Total contribution margin) 是指已售出商品的銷售收入超出已售出商品的總變動成本。
吸收成本法的優點
	Absorption costing
	Marginal costing

	1. 比較固定與變動成本，更加容易分辨製造與非製造成本。
	1. 需要額外的時間和人力分辨固定和變動成本。

	2. 存貨價值包括固定和變動成本，可以更好地反映商品的成本。
	


邊際成本法的優點
	Absorption costing
	Marginal costing

	1. 固定製造成本是沉沒成本，與做出決策並不相關。
	1. 不考慮沉沒成本，可以幫助做出更好的決策。

	2. 純利可以通過改變存貨水平進行操控(manipulated)。管理層可能會傾向於生產超過必要的存貨，以增加純利，但從長遠來看，這樣會傷害公司的盈利能力和流動性。
	2. 可以幫助管理層預測純利的轉變，因為純利的變化是由於銷售量的改變。


兩種成本計算法的比較
1
Manufacturing account (製造帳戶)

吸收成本法(absorption costing)顯示所有製造成本不論可變和固定而邊際成本法(marginal costing)顯示了變動製造成本
2
Income statement (損益表)

根據吸收成本法編制損益表，分為製造和非製造成本。相反，根據邊際成本法編制損益表，分為固定和變動成本。
3
Inventory valuation (存貨計價)

根據吸收成本法，存貨計價包括變動及固定製造成本。根據邊際成本法，只有變動生產成本計入存貨的計價。

4
Cost of goods sold (銷貨成本的金額)

根據吸收成本法，銷貨成本包括變動及固定製造成本。根據邊際成本法，只有變動生產成本計入銷貨成本。
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(Absorption and marginal Costing)
Magic Company manufactures and sells a single product, Product X. For the purpose of preparing the budget for Product X for the month of November 2012, the following information is provided: 

(i)
The budgeted production and budgeted sales for the month are 5000 and 4400 units respectively.
(ii)
The expected selling price is $300 per unit.
(iii)
The direct material cost of the production is $40 per unit. An additional transportation cost of $2 per unit is to be incurred for the purchase of the direct materials. 
(iv)
Each unit of product requires 2 hours of direct labour. The hourly rate of direct labour is $60.5.
(v)
The production overheads of the product comprise a fixed and a variable element. It is the company’s policy to apportion variable production overheads in relation to the number of units produced. 


Assuming the monthly fixed production overheads of the company remain the same in 2012, the annual budgeted production overheads will be $1 159 000 if 58 000 units are produced each year, and $1 203 000 if 66 000 units are produced each year.
(vi)
Selling and distribution expenses consist of a sales commission of $8 per unit sold and a fixed monthly distribution expense of $50 000. 

REQUIRED:

Magic Company adopts the marginal costing system. Assume it does not keep any inventories as at 31 October 2012, calculate the following for Product X for the month ended 30 November 2012:

(a)
the budgeted total value of closing inventories

(b)
the budgeted total amount of contribution

(c)
the budgeted total amount of net profit

	(a)

	Budgeted total value of closing inventories
	$

	Direct materials cost per unit
	40.0

	Transportation cost on direct materials per unit
	2.0

	Direct labour cost per unit ($60.5 x 2)
	121.0

	Variable production overheads per unit [($1 203 000  $1 159 000) / (66 000 – 58 000)]
	5.5

	Total variable cost per unit
	168.5

	Unit of closing inventories (5 000 – 4 400)
	600

	
	101 100


	(b)

	Budgeted total amount of contribution
	$

	Sales price per unit
	300

	Less  Total variable cost per unit
	168.5

	Sales commissions per unit
	8

	Contribution per unit
	123.5

	Number of unit sold
	4 400

	
	543 400


	(c)

	Budgeted total amount of net profit
	$

	Total amount of contribution
	543 400

	Less  Fixed production overhead ($1 159 000  $5.5 x 58 000)/12
	70 000

	Fixed monthly distribution expense
	50 000

	
	423 400
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(Absorption and marginal Costing)

Perry Ltd started producing Product A on 1 January 2012. The unit selling price and cost of Product A for the month of January 2012 were as follows:

	
	($/unit)

	Selling price
	5.90

	Direct material
	1.20

	Direct labour
	1.40

	Variable production overheads
	0.70

	Variable selling and administrative expenses
	0.15


(i)
Fixed production overheads were budgeted at $308,000 per month and were absorbed based on the number of units produced. Actual fixed production overheads of Product A were the same as the absorbed fixed production overheads for the month.
(ii)
Budgeted production and budgeted sales were the same at 280,000 units per month.
(iii)
Actual production and actual sales of Product A for the month were 250,000 units and 220,000 units respectively.
(iv)
Actual fixed selling and administrative expenses were $110,000.
(v)
There were no closing direct materials and work-in-progress inventories of Product A as at 31 January 2012.
REQUIRED:

(a)
Prepare the income statement for the month ended 31 January 2012 using absorption costing.
(b)
As compared with the absorption costing system, advise Perry Ltd two advantages of using the marginal costing system.
(a)
	Perry Ltd
Income Statement for the year ended 31 January 2012 using absorption costing

	
	$
	
	$

	Sales (220,000 ( $5.90)
	
	
	1,298,000

	Less:  Cost of goods sold:
	
	
	

	Direct materials (250,000 × $1.20)
	300,000
	
	

	Direct labour (250,000 × $1.40)
	350,000
	
	

	Variable production overheads (250,000 × $0.70)
	175,000
	
	

	Fixed production overheads absorbed (250,000 × $1.1)
	275,000
	
	

	
	1,100,000
	
	

	Less:  Closing inventory [(250,000  220,000) x $4.4]
	132,000
	
	968,000

	Gross profit
	
	
	330,000

	Less:  Variable selling and administrative expenses (220,000 x $0.15)
	33,000
	
	

	Fixed selling and administrative expenses
	110,000
	
	143,000

	Net profit
	
	
	187,000


	Unit fixed production overheads absorbed = $308,000 ( 280,000 = $1.1

	Unit production costs under absorption costing = ($1.20 + $1.40 + $0.70 + $1.1) or ($1,100,000 ( 250,000) = $4.4


	(b)
	Advantages:

	
	· inventory valuations will not be distorted by the changes in current year’s fixed costs

	
	· enables the company to concentrate on its controllable aspects by separating its fixed and 

	
	variable costs

	
	· helps management to make production and sales decisions with the calculated marginal costs 

	
	information
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(Absorption and marginal costing)
Lau Yan Manufacturing Company has extracted the following information as at 31 December 20X6
	
	$

	Inventories as at 1 January 20X6:  Raw materials
	40,800

	Work in progress
	35,000

	Finished goods
	180,000

	Royalties (based on the number of units produced)
	89,000

	Depreciation charge for the year:  Plant and machinery
	90,200

	Delivery vehicles
	897,560

	Office equipment
	65,377

	Direct labour
	60,800

	Purchase of raw materials
	170,000

	Factory manager’s salary
	57,000

	Rent and electricity
	112,500

	Administrative and selling expenses
	87,300

	Materials loss due to fire
	50,000


Additional information:

(i)
At 31 December 20X6, inventories were valued as follows:
	
	$

	Raw materials
	77,000

	Work in progress
	52,000

	Finished goods
	175,000


(ii)
It is the company’s policy to apportion two-thirds of the costs common to both the factory and the office to the cost of production.

(iii)
Finished goods are transferred to the sales department at cost plus 10%.

REQUIRED:

(a)
Prepare the manufacturing account for the year ended 31 December 20X6
	Lau Yan Manufacturing Company
Manufacturing Account for the year ended 31 December 20X6

	
	$
	
	$

	Opening inventory of raw materials
	
	
	40,800

	Add:  Purchases
	
	
	170,000

	
	
	
	210,800

	Less:  Fire Loss
	
	
	50,000

	
	
	
	160,800

	Less
 Closing inventory of raw materials
	
	
	77,000

	Cost of raw materials consumed
	
	
	83,800

	Direct labour
	
	
	60,800

	Royalties
	
	
	89,000

	Prime cost
	
	
	233,600

	Factory overheads:  Rent and electricity ($112,500 x 2/3)
	75,000
	
	

	Depreciation of Plant and machinery
	90,200
	
	

	Factory manager’s salary
	57,000
	
	222,200

	
	
	
	455,800

	Add
 Opening work-in-progress
	
	
	35,000

	
	
	
	490,800

	Less
 Closing work-in-progress
	
	
	52,000

	Production cost of finished goods
	
	
	438,800

	Mark up (10%)
	
	
	43,880

	Transfer price of finished goods
	
	
	482,680


Differences in the format of the income statement (損益表的格式差異)
根據吸收成本法(absorption costing)編制損益表顯示毛利(gross profit)，而根據邊際成本法編制損益表顯示總邊際貢獻(total contribution margin)，而不管它們是否製造或者非製造業。
Over- or under-absorption of manufacturing overheads (多吸收或少吸收固定製造費用)
吸收成本法(absorption costing)，如果實際固定成製造費用(actual fixed manufacturing overheads) 不同於吸收製造費用，會出現多吸收(over-absorbed)或少吸收(under-absorbed)固定製造費用。根據邊際成本法(marginal costing)，沒有多吸收或少吸收的固定製造費用。
Differences in reported net profit (報告純利的差異)
Net profit is both defined as the excess of revenues over all costs and expenses incurred in the same period under absorption costing and marginal costing. However, the resulting net profit figures are different. This is due to different cost being absorbed by inventory. (因為期末存貨會吸收一部分的固定製造成本，並轉到下期。)
Reconciliation of the difference in net profit under absorption and marginal costing (調節吸收與邊際成本在純利上的差別)

	Reconciliation
	=
	Net profit under absorption costing
	
	Net profit under marginal costing

	
	=
	Fixed manufacturing costs included in closing inventory under absorption costing
	
	Fixed manufacturing costs included in opening inventory under absorption costing


Relationship between inventory level and net profit figure (存貨水平和純利的關係)
The net profit figure reported under absorption costing may be higher or lower, depending on the level of inventory (庫存水平). In general, if the inventory level increase (庫存水平增加) during a period, a higher net profit figure (較高的純利數字) will be reported under absorption costing than under marginal costing. Conversely, if the inventory level decreases (庫存水平下降) during a period, a higher net profit figure will be reported under marginal costing than under absorption costing. This is because some fixed manufacturing costs (固定製造成本) of previous year were released (釋放出) from opening inventory (期初存貨) while a portion of fixed manufacturing costs incurred in current year were absorbed (吸收去) by the closing inventory (期末存貨). If the opening inventory is greater than the closing inventory (inventory level falls), the amount of fixed manufacturing costs released from opening inventory exceeds the amount absorbed to closing inventory. As a result, the net profit figure would be reduced.

	
	Comparison of net profit

	
	Absorption costing
	Marginal costing

	Increase in inventory level
	Higher
	Lower

	Decrease in inventory level
	Lower
	Higher

	No change in inventory level
	Same
	Same


Indirect manufacturing costs





Direct manufacturing costs
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