COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

Manual of Cost Accounting in the Ordnance
And Ordnance Equipment Factories

SECTION -I

GENERAL
Objects

1. The objects of the Cost Accounting system are-
(1) to exercise control over expenditure incunreéractory for
production and
(i)  to ascertain the cost of manufacture of each ariobduced in
the Factory.

Analysis of Expenditure and Elements of Costs

2. The expenditure incurred in manufacture is diass under three

main categories viz. (a) Wages paid to Industriakk®rs (b) Materials and
(c) Other Expenses. In relation to product cost,gkpenditure falling under
the above three categories is further classifieddimect and indirect

expenditure. For the purpose of costing, wagesaaadyzed into direct

labour costs and indirect labour costs, materiais direct material costs
and indirect material costs. Other expenses, thie duwhich represents

salaries paid to supervisory and administrativesquamel, generally fall

under the category of indirect expenditure. Inditabour Indirect material

and other indirect expenses, together constituteotrernead expenditure,
While the direct labour expenditure and direct matexpenditure incurred

in the manufacture of each product can be measwearately and charged
direct to each job, overhead expenditure reprasgikie cost of providing

various production and administrative services dantal to production

cannot be charged directly to each job. Such experdoeing common to

all production activity, it is apportioned to thest of each job as equitably
as possible, following certain well recognized astounting principles.

By means of the above type of analysis, the coseawh article
manufactured in the Factory is compiled under tired elements of cost
viz. (i) direct labour (ii) direct material andifioverheads.

Organization of the Factory

3. Each Factory is divided into a number of departis (Sections)
representing:
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()  Production Departments (Sections or Shops)
(i)  Service Departments and
(i)  Administrative Departments.

Each production section is engaged in producingaynaore similar
products requiring the use of similar productionilites (machines etc.).
The service departments are those connected wehgtdneration and
distribution of electric power, steam and Watevsas and maintenance of
plant machinery and buildings. The administratiepatments are those
connected with the general administration of thetdigy, planning labour
bureau and labour welfare etc.

Planning for the Manufacture Programme

4. The three services (Army, Navy and Air Forcecel their demand on
DGOF (OFB) for supply of various factory manufaetirstores. Based on
these demands OFB plans production programme flocetoed Factories
and issues extracts (production order) on eachoRacimultaneously
intimating the feeder Factories supplying castirfgsgings, bars, streets,
components etc. Based on the extracts received @6, each Factory
manufacturing the main product plans its productjgmogramme and
initiates provisioning action for procurement ofteréals either from trade
or from sister Factories The consignor Factory glswes IFD on feeder
Factories for supply of components, castings, faggietc. These IFDs
constitute authority for the feeder Factories tkenprovisions of material
for planning production of components.

Thus the manufacturing programme in each Factodgisrmined by
(a) the extracts placed by the DGOF on the Facoy (b) Inter Factory
Demands from other Factories.

The Planning Department of the Factory releases rafr
(Production Orders) in batches to the Shop (Sesliao undertake the
manufacture according to yearly production plane Tdbour authorisation
Is made through Manufacturing Warrant and the nadtauthortsation is
made through Material Warrant.

Pre-determined control over utilization of material and labour
5. The most important feature of the cost accognsiystem is control

over utilisation of labour and material expenditareeach job through pre-
determined estimates. For repeat items, productbnwhich is well
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established, the estimates are standardised bgiptiope and motion study
and these estimates are called Standard EstinfdtesStandard Estimate is
prepared for a batch of production (e. g. 100 Nb800 kgs. etc.) showing
therein the details of various labour operatiorqgired for the production

of the article and the time required for each opena Similarly, each

material required for production of the articlestsown in detail indicating

the quantity required for the batch of productidhe Standard Estimates
also contain provision for normal (unavoidable)eo#ion inherent in the

process of manufacture. For these purpose twoti@pepercentages called
"maximum"” and "minimum" are provided for in the &dard Estimates.

Any rejection beyond maximum rejection percentaggeated as abnormal
(avoidable) requiring regularisation as loss.

"Spot Estimates are also prepared for non-repetdasual items of
production ".

"Any amendment in labour portion of the Estimatadkn as ‘Rate
Form’) and or material portion of the Estimate restited due to technical
reasons are carried out through revision of Esemat

When a Manufacture Warrant is issued by the Planbapartment
to a Production Section, the Warrant shows the tifyarequired to be
produced and the labour hour authorised therefopesthe Estimate.
Simultaneously a Material Warrant is also issuenlxghg the quantities of
various materials that can be drawn only upto thengty which is required
for completing the exact quantity of finished itefos which the Warrant is
issued. If any rejection occurs during the produrctprocess, the required
guantity of material to replenish such rejectedngitiacan be drawn on the
basis of a certificate obtained from Quality Coh8ection. The Production
Shops cannot exceed the limits indicated in the Wksture and Material
Warrants for utilization of labour and material hatit obtaining special
authorisation from the Planning Department. Sudhaizations are issued
in the shape of Non-Recurring Revisions.

Use of Numerical Code Numbers

6. For convenience in the preparation of variouanting documents
and to facilitate mechanical accounting on ElectroData Processing
Machines a system of numerical codes is adopteith@ncost accounting
system, as explained below.
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(i)  Numbering of Ledger Folio for Stores

Each material held on stock charge is indicatecalgode number
consisting of 10 digits code. On all the accountioguments for materials
these code numbers are quoted.

(i)  Numbering of Work Orders

Each item of outturn work done in the Factory igegi a distinctive
Work Order number consisting of 9 digits. The caldivided into 3 parts.
The first two digits are used to indicate classifien of work by indentors.
Thus, if work is being performed for the Army Co@€, is used in the first
two digits. If the work is for another Factory, @od0 is used. The next 5
digits stand for the description of the item. Thstltwo digits are used to
indicate sub-numbers. These outturn Work Orders adicited by each
Factory separately and compiled in a book calledldBus of Work Order
Part 11"

The Work Orders (0land 02 series) relating to BadiExpenditure
also consists of 9 digits. These Work Orders whaca common to all
Factories have been shown in the Syllabus of Wade@ appended to this
book. The first two digits denote the work ordenaeviz.'01' for 'Fixed' and
'02' for "Variable' overhead. The next five digitenote the main Work
Order "0' in the third digit of the main work ord#gnotes "debit' and '1' for
‘credit’. The first digit of the main number whicis 0'(zero) may be
employed in consultation with PR Section, PCA (Fys)ain Office,
Kolkata for conveying any meaningful informatiomn fmntrol purpose. The
last two digits of the Work Orders will be usedindicate the section for
which the expenditure is incurred.

The Work Orders relating to other item of work fisg, which are
also common to all Factories consist of 9 digitd have been compiled in
the book called "Syllabus of Work Order Part |."ge

Process Materials 03 Series of Work Orders

Capital Services - 04 -Do-
Repair & Conversion - 05 -Do-
Misc. Series (Cost of 06

Packing etc.) -Do-
Conversion of Timber - 08 -Do-
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Section II- Accounting for Labour Charges
Classification of Labour Charges

7. Wages paid to Industrial Establishment only meated as labour
charges. Labour charges which are incurred for exdimg raw materials
into finished products and which can be measuredverently and
accurately are classified as direct labour chargés. rest are treated as
indirect labour charges and included as part obttexrhead charges.

Recording Daily Attendance of Industrial Workers

8. Each worker is allotted a ticket number. Metacd showing the
ticket numbers are hung on ticket boards placed tiesafactory gate or
shop concerned. The gate is opened half an hoorebéie time fixed for
commencement of work and is closed punctuallyaditime. During this
interval, workers get in, remove their tickets frahe boards under the
supervision of the Gate Office and deposit thenthenticket boards placed
in their respective Shops. Soon after the Facteng gs closed, the Gate
Office prepares, for each Shop, a list for the paepof mustering, showing
the ticket numbers not removed from the ticket Osatate comers are
admitted up to one hour, at intervals of 15 minukee tickets collected by
the late comers from the Gate Office are depositeskeparate boxes at the
gate, specially provided for the purpose, to redbedr particular hour, a
late comer is admitted. When a worker is grantexdtdbave, a leave pass is
issued. When workers are employed on overtime, tverMemos signed
by authorised officers are issued. The daily athecd of each worker is
marked by the Gate Office with reference to thkeis not removed, tickets
deposited in the late attendance boxes, Short Lézasses, Overtime
Memos and Leave Orders notifying grant of leavdwit without pay.

Soon after commencement of the work, the Sectio@nae the
tickets deposited by the workers on the sectionrdmand also take
attendance by personal counting. Thereafter, aeRtes or casualty report,
whichever is convenient signed by the JWM/Forenfaith® Section, is sent
to the Account Office direct.

The daily attendance marked by the Gate Officehiscked by the
Accounts Office with reference to this PresenteeCasualty Report, and
other leave etc. Memos referred to above, copieshath are endorsed to
the Accounts Office.
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Where Electronic Attendance Recording System (EAR& been
implemented for recording attendance, deductiondte will be made for
each minute of late instead of 15 minutes slab.

Methods of Remuneration of Industrial Workers

9. Each Industrial Employee is appointed on a nigntite of pay in a
progressive scale. The scales vary based on teadkegrades. Workers are
however paid under two methods viz.

(i) Payment on the basis of attendance (called\Nayk)
(i)  Payment by piece work rates (Piece Work)

For all recurring items of production, appropritiece Work Rates
are fixed by the Factory Management and a workpaid for the number of
articles completed by him and certified by the bBwmg Authority as
accepted at the rate fixed for the article, withiierence to the time taken
by him for the quantity completed. According to thbove methods of
payment, workers are generally referred to as DayKéfs and Piece
Workers.

Day Workers

(i) For Day Workers the basic wages are calculédedeach month on
the basis of actual attendance for the month acuprtb the following
formula.

------------------------------------ X (Numbe of days present)

P represents the monthly rate of pay of the worker.

N the number of days in a calendar month.

S represents the number of Sundays in the month and
H the number of paid holidays, if any, during therntin.

No separate payment becomes due in respect ohphdhys because
the monthly rate is reduced to the daily rate mdbove formula taking the
number of working days only into account. Dedudidor absence for part
of a day are made at 1/8 th of a day's pay for d¢wchr of absence. The
minimum unit of time for which deductions are masgel5 minutes orl/4
hour.
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Piece Workers

(i) In the case of Piece Workers the amount earbgdeach Piece
Worker on the various items of work completed by loiuring the month at
the rates fixed by the Management is paid to him.

Individual Piece Worker and Gang Piece Worker

(i) Piece workers are divided into two categones., Individual Piece

Workers and (ii) Gang (group) Piece Workers. A namtf Piece Workers
Is formed into a Piece Work Gang and is employdteciovely on various

repeat items of production. The collective piecelknaut put hours of each
gang are calculated for the month with referencthéonumber of articles
completed by the gang and the piece work hourscgipé to each item of
production. From 1.4.2000, the Piece Work Rateldesn fixed in terms of
“Time” (Out Put Hours). Piece Work Profit Percergag worked out on the
basis of out-put and in put hours and using thenéda.:

Profit percentage = (Output hours Aulnpours -1) X 100

PW earnings of the gang is calculated on the lmddWotional Time Wages.
The total output hours of a gang are thereaftetribiged among its
members in proportion to their input hours. Noéibhime Wages(NTW) is
calculated at the rate of (1/N-S)X No. of days prdéswvhere ‘1’ stand for
Minimum of Pay Scale of each Worker. Thus each nexmbthe gang will
get share of Piece Work Profit by adopting thedfwlhg formula :

Piece Work Profit = NTW of the Industrial Employ®d®W Profit % /100.

Note : The difference between the actual Basic Pay ofFRieee Worker
and the minimum of his scale of pay i.e. incremietiféerence is to be paid
as a separate element will be booked to directulabtharges. This
additional payment to the Piece Worker to be bodkethe relevant Piece
Work Card by means of percentage levy based oreRMark Earning of
the gang.

(iv) Pay in respect of each paid holiday, is sefgdyacalculated and paid
to Piece Workers according to the formula P/N-S dach paid holiday
where

P - represents the monthly rate of pay of the @work
N - the number of days in the calendar month and
S - the number of Sundays in that month

Incentive Bonus to Essential Maintenance Worker
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(v) An incentive bonus is paid to essential skilladd semi-skilled
maintenance workers employed in the maintenancplasft and services
within the Factory, The bonus which is linked witie profit percentage
earned by the piece workers and paid at the follgwates.

(@) For essential maintenance workers attached pwoduction
section at 50%of the Piece Work Profit Percentagees in the month by
all the Piece Worker, both individual and gang vesskof the Production
Section.

(b) For essential maintenance workers not attachedany
Production Section at 50% of the average piece wod{it percentage
earned in the month by all the Piece Workers badividual and gang piece
workers in the whole Factory.

The percentages as calculated above are applibe tome wages of
the essential maintenance workers to arrive at ahwunt of bonus
admissible.

Normal Working and Overtime

(vi) The daily normal hours of work for Industriemployees are 8 hours
from Monday to Friday and34 hours on Saturday thus making344hours

a Week. For working % hours on a Saturday, a Day worker receives full
pay as for a working day of 8 hours. Payment fgrt®urs on Saturday for

work not done is termed Saturday Bonus. Sundalyeisameekly holiday for
which no separate payment is admissible.

Overtime

(vii) Industrial Employees are entitled to additbmpay for work beyond
the normal working hours.

For work beyond normal working hours and upto 9rkcal day or
beyond 444 hours up to 48 hours in a week, overtime is paiden
Departmental Rules.

In the case of day workers the overtime is paidhenbasis of Basic
pay +Dearness Allowances +City Compensatory Allaveaf Personal Pay
+ Pension to the extent as applicable taken intowd for fixation of pay
divided by 200 Hours for each hour of overtime vestkinder Departmental
Rules. The hourly rate is the same for work in Nighift.
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Piece Workers

In the case of Piece Workers no separate paymenDver Time
under Departmental Rule worked in day shift is madey are entitled to
Piece Work Earnings only.

For work in Night Shift, an extra half hour payadmitted for each
hour of overtime worked under Departmental Rulbs, liourly rate is the
same as for Day Workers.

Overtime Payments under Factories Act

For work beyond 9 hours a day or 48 hours in wegelkment is
admissible at twice the rate of pay plus all alloees.

The extra payment over and above the ordinaryisatalled bonus.
For Piece Workers, basic pay is taken as Pay + ab%ay (incentive
element). Thus the extra payment in addition te€&M/ork earnings is

(Pay +YaPay + Twice Allowances)
———————————————————————————————————————————— Pe hour

N.B: Allowances mean - Dearness Allowance, Additionataihess.
Allowance, City Compensatory Allowance, House R&ligwance.

Allocation in Cost Accounts

Departmental overtime

Day Workers
(i) Pay Tothe Work order DA+C.C.A Over Time
----- on which employed Bonus
200 200 l.e. Work Order
02/00004/00
Piece Workers
Day Shift Pay Tothe (Merged witle¢d
------ Work Order Work eargs)

200 on which employed
No extra Payment
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Night Shift

Pay Merged with earnings
Half of  ------
200
Half of DA +CCA - OT Bonus
------------- I. e. work order 02/004/00
200
for each hour of O¥@ne worked in Night shift.
Factories Act
Day workers P to work order concerned
200
P+2d to OT Bonus work order
--------- I. e. work order 02/00004/00
200
Piece Workers P - To work order on which
————— employed merged with Piece Work
200 Earnings

P +YP+2d -To OT Bonus
............... Work order 02/00004/00

Note OT payment of both Day shift and Night shift the difference
between the actual basic pay and minimum of payeseal be paid

separately to the piece worker for the period ofrotime worked under
Factories Act.

Piece Work Rate

11. For fixing a piece work rate, the labour opers involved in

producing an article are analysed in detail. Theidoéime required for
performing each operation is measured by time stlidythis basic time of
operation, an allowance is added for rest intervalimor break-downs in
machinery, tool sharpening or grinding, etc. tovarat the operational time.
To provide an incentive to the piece workers thevabtime for the

operation is increased by a further 25% and theoives the total time for
the operation. Appropriate to the skill requiredprform each operation,

10
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the grade of the worker is determined. The timasived at will be taken
as the estimated out-put time and is treated azRMork rate for the article
and will be shown in the Warrant.

For non-recurring jobs for which quantities on ordee small and
repeat orders are not anticipated, the piece watdsrare fixed on the basis
of estimates of time required (or producing theéckss and not on the basis
of time study. But, for repeat items of productioifi,a piece work rate is
fixed initially on the basis estimated time, it Moe regarded as provisional
and should be finalized on the basis of time swdlgin 3 months of fixing
the provisional rate.

Payment for Idle Time

12. Industrial workers are paid for the time thewe actually worked.
Payments for idle time due to the following causdsowever admissible to
workmen at the ordinary time rate of pay.

1) High atmospheric humidity hindering certain ogdens in
Explosive Factories or unfavorable weather conadgio
hindering operations in specialised optical workpehding on
sun light.

i)  Failure of power supply.

lii)  Breakdown of plant and machinery.

Iv)  Temporary shortage of materials.

v) Temporary shortage of work in highly specialisections.

Idle Time payments are charged to indirect worlessdand treated as
part of the overhead expenses.

Allocation of allowances paid to Industrial Employes (IES)

13. Besides Pay, Dearness Allowance, House Rent &ty
Compensatory Allowances are also admissible to d&ssanctioned by
Government from time to time. These allowancesti@&ed as part of the
basic labour costs and allocated to jobs on thésbefsa predetermined
percentage, calculated, at the beginning of eadr ye the following
manner.

) The actual amounts paid as basic wages and |lawagces
during the preceding year are separately ascedtainem the
Accounts records in respect of each Section oFtetory.

11
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i)  The above figures for basic wages are modifiaking into
account any anticipated changes in the load of sachon and the
consequent change in the number of men or theirposition, in
consultation with the Management. Similarly, thegufies for
allowances are adjusted to changes in the ratedlmiances that
have taken place.

lii)  Based on the figures as modified in (ii) abowae percentage of
the allowances to the basic wages is worked oue&mh sanction.
This percentage is called the constant DA percentag

These percentages are communicated to the EDRoSecstiMay of
each year for levy and inclusion in the labour adstarious Works Orders
and warrants white preparing the monthly labourtrabtss on the EDP
Machines. The difference between the actual all@eamaid for a month in
each section and the amount allocated to varidos §b the predetermined
rate is included in the variable overhead expepsésining to that section.

Collection of labour charges by jobs and expense.
(Indirect) Work Orders

14. The primary cost accounting documents usedHercollection of
labour expenditure by jobs and various Indirect kV@rders are, as
mentioned below: -

) Piece Work Card

i)  Day Work Card

lii)  Allocation Sheet

Iv)  Labour Punching Media

As stated in Section |, the Planning Departmergasts Production
Orders to the various Shops in the shape of a Matwe Warrant,
indicating the quantity to be manufactured, and l#i®ur rate authorized
for the quantity, based on the estimate. For jédrswhich payments to be
made by Piece Work Rates, the labour portion ofEeemate shows the
detailed calculations of the authorised Piece WRakte. This Piece Work
Rate is indicated in the Manufacture Warrant.

Piece Work Cards

(1) As production is completed, and certified ascepted Piece Work
Cards are prepared by the Shops claiming paymemtrdiag to the rates

12
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authorised for each article. These Piece Work Cahisv (1) the ticket
number of the Piece Worker or the Piece Work Gangnber who
performed the job (2) the Work Order and Warraninldar (3) description
of the work performed (4) quantity accepted and tf® rate at which
payment is due. These Piece Work Cards are receivdde Accounts
Office and are checked with the Accounts copy efManufacture Warrant
to see that the quantities paid for are coverethbyManufacture Warrant
and that the rates claimed are correct. The camlshan priced indicating
the total labour value on each card. For makingzay to Piece Workers,
all the Piece Work Cards relating to a Piece Wodteat Piece Work Gang
for a month are summarized and the total paymeataeach Piece Worker
Gang determined. (In stations where there is ED&i@e the Accounts
Office of the local Factories get these summariepgred by the EDP
Section).

Day Work Cards

(i) For Day Workers, who are paid by attendanbe,Shops prepare Day
Work Cards showing the ticket number of the workiee, Work Order and
Warrant Number and the time spent on the job. Nbymane card is
prepared for each week showing the various jobga@mtmes for a worker.

Allocation Sheet

(i) For workers, who are continuously engagediomsame job
throughout the month, the shops prepare a montldgadion sheet, instead
of Day Work Cards. Such Allocation Sheets generadiate to Indirect
Work Orders.

The Day Work Cards and the Allocation Sheets reszkifrom the
Shops for the month are priced by the Accountsc®fiy apportioning the
total time wages earned by each worker, between vidugous jobs
performed by him according to the time spent oringalo.

Labour Punching Media

(iv) For booking payments pertaining to leave gagljday pay, overtime
bonus, dearness and other allowances, in cost aiszdhe Accounts Office
prepares Labour Punching Media showing the Secliode number, the
Work Order Number and total amount. All these PumgiMedia relate to
Indirect Work Orders only.

13
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Preparation of Labour Abstract

(v) All the Piece Work Cards, Day Work Cards, o&lhtion Sheets and
the Labour Punching Media pertaining to a monthsa to the concerned
EDP Section for the preparation of Labour Abstré¢hile forwarding these

documents, the Accounts Office also intimates tbetrol totals of each

kind of document pertaining to each section. The bdue  Abstract is

prepared Section wise, showing each Work Order Wfadrant and the

amount of labour booked against each. The laboarges shown in the
Labour Abstract are inclusive of allowances whioh lavied at the constant
DA percentage. In certain EDP installation, thealde, and fixed overhead
charges levied are also shown in the Labour Abistradop sheet is also
prepared by EDP Section showing for each sectiertdtal labour charges
booked against each work order series (01, 02900etc.) and also the
grand total for the Section. The labour abstragetioer with the top sheet is
sent to Accounts Office.

In cases where combined Labour and Overhead Abssracepared,
the portion relating to direct Warrants are cut godted on relevant Cost
Cards. In other cases, these are posted on Cads.Car

14
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Section Il -Accounting for Materials
Direct and Indirect Materials

15. For, the purpose of ascertaining the cost abua articles produced
in the Factory, materials utilised in productiore azlassified as direct
materials and indirect materials. Material whiclnie part of the finished
product is defined as direct material. Materialavdr for general shop use;
maintenance and repair services etc. are treataddagct material and
charged as part of the overhead charges.

Direct Materials of small value, which are not icat from the
production point of view and the total value of aiidoes not exceed the
maximum of half percent of the value of total areated as Indirect
Material. Items of indirect material which are omhgidental to production
and materials required for common operations likalisg, varnishing
binding, soldering, glancing are also treatedrafiréct Materials'.

Procurement of Materials

16. Materials required for production are ah¢ai in advance of the
period of utilization, and working stocks are held all times so that
production may continue without interruption. Firrannual issue
Programme to the services is finalized before tlegiriming of each
financial yearBased on the finalised issue programme/demand§f)@@F
places extracts on the various Factories for prioglucSimultaneously the
feeder Factories are also informed of the requirdrmmecomponents. Action
to provision materials is taken by the Factoriesagtordance with the
orders issued by Govt. in this regard from timérnze.

Working Stocks

Working Stock of Stores in  Ordnance Factoriesbrsadly
categorized into two groups viz. (i) Direct Matériee., Materials /
Components Packages etc. used in the Products atamefd in Ordnance
Factories and (ii) Indirect Material i.e. Generalrfpbse Stores and
Maintenance Stores.

Direct Material:

a. For the purpose of initiating provisioning actiaor the items of
service requirement with firm indents, the quantigreed as
settled with Services in the target fixation megtibefore the

15
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beginning of the financial year will be the bas&iarther, provision
of 25% quantity for the first quarter of next yeaay also be kept.

b.  When the target so given is not backed up by cogeimdents,
Ordnance Factories are authorized to procure 25%thef
requirements of input materials for the annual g¢argith an
option clause restricted to 25% of the contractadngty/value
subject to the following:

()  Receipt of a communication from the indentors thdent
will follow to cover the target set.

(i)  The supply of the end product is within the isfwelget
firmed up in budget estimate; and

(i)  The end product is not likely to be phased out.

In respect of other than Services Indentannual requirement as
projected by the Indentor shall be considered adésis for provisioning.

Imported Items:

For Direct Materials of imported origin, provisioig action will be initiated
well in advance of the period of utilization. Pi®ening action will be
taken for requirement up to a maximum period ofi@hths i.e. 12 Months
in advance of the period of utilization, which 2 fhonths, less stocks and
dues.

Indigenous Items:

For Direct Materials indigenously dsahle, provisioning action
shall be initiated at least six months in advanicéhe period of utilization
which will be 12 months i.e. provisioning actionlwbe taken for a
maximum period of 18 months, less stocks and dues.

Indirect Material:

Provision of stock of indirect matésiae. General Purpose Stores
& Maintenance Stores which are not required diyectithe production will
be made on the basis of monthly average consumgtiang the preceding
24 months staggered delivery deleted.

Imported Items:

For Indirect imported Items, providiog action must be initiated
minimum six months in advance of the period ofizdiion which will be
12 months i.e. provisioning action will be takemn fomaximum period of 18
months less stock and dues.

16
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Indigenous Items:

For Indirect indigenous items, procueamaction may be taken
minimum six months in advance of the period ofizdiion which is twelve
months i.e. for requirement up to a maximum peab#l8 months less stock
and dues.

N.B:

(i) Exception may be allowed in the case of certaimeStavhere provision
Is required to be made on the basis of technicalMedge/uses after
taking into account the life of the stores requitgdeconomic batch
quantity or for the minimum quantity acceptabléhe supplier.

(i) Where assessment of requirement based on pastngptiso is not
considered adequate, due to high consumption ot¢hein the recent
past or due to commissioning of new plant etc. irequent may be
assessed based on the available data. In such fais@sstification
should be recorded. Similarly, where any reductsoforeseeable, for
reasons such as declining production trends ordhielual life of the
plant concerned, the assessed requirement will laésseduced and
reasons recorded.

SUPPLEMENTARY REQUIREMENTS:

The procedure prescribed above algb be adopted for Ad-hoc
demands; and supplementary orders, if necessdtyewplaced to position
the materials.

STOCKPILE AUTHORISATION:

a. Stockpiles of non-perishable imported materialsllgba built up to 6
months requirements, and of indigenous materidfcult to obtain up
to 3 months requirements except where higher liatge been specially
authorized. Maximum monthly production envisagedtamnbasis of two
shift normal working, where it could be worked, mag taken as the
basis for calculation of the authorize stockpilédimgs.

b. Factory will ensure that the stockpiles are adegjydtirned over from
time to time.

c. The stockpiles referred to above will be entiraltidct from the regular
or any other stocks that are referred to above.
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Each item of stockpile shall be eswed every year or as soon as it
comes to notice that the indigenous productionhef itnported items has
developed satisfactorily or the supply positiontled indigenous items has
improved or the production of the relevant store Ib@en discontinued.

Stock Pile Items

Certain strategic stores which are difficult toqaree in case of failure
of normal supplies are Stock Piled. Such resenfestares are financed
from the budget grant for Capital Expenditure. Ehe®res are accounted
for in a separate ledger called Capital Store Ledge distinct from the
regular Store Ledger and separate Bin Cards ace m&ntained by the
Factory, for these stock-pile items. The balanctim Capital Store Ledger
IS shown as a separate item in the Capital Assetsunt of the Factory.

Placing Orders

Provision of material is done on the basis of pobidm programme and the
position of stock/dues of materials.

Receipt of Stores and Accounting thereof

17. (1) Allthe items of stores received in the t6ag are inspected and
a Material Inward Slip (M | Slip) is prepared inchacase which serves the
purpose of an inspection certificate-cum-receiptioner for the stores

received. The Store Holder, on receipt of the Stawpported by the M |

Slip duly endorsed with the inspection certificaatots a Receipt Voucher
Number to the M | Slip and endorses a certificdtthe receipt of the stores
on the M | Slip.

(i) Two sets of accounting records are maintaifegdstores viz., Bin
Cards and Priced Store Ledgers. The Store Holdertanas a Bin Card for
each item of store wherein every receipt and iss@atered and after each
transaction, the balance is shown. Thus a contmgoantitative account is
maintained by the Factory for all materials. Thetenal code number
allotted to each item is entered in the Bin Card.

A Priced Store Ledger is maintained by the Acco@ffece in which
all receipts and issues showing quantity and vaheeposted for each item
of store in a separate folio and the balance shadften each transaction.

The material code number allotted to each itentarkess indicated in
the ledger folio for the item.
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Pricing of Receipt Vouchers

(i) Receipts are priced at the actual cost ofchase plus all incidental
charges incurred upto the point of receipt of ttoees at the Factory. Thus,
in the case of imported stores, sea freight, custdaty and port handling
charges and inland freight charges, are all addeithé¢ purchase price to
arrive at the cost of stores in pricing the receqichers.

In case of local purchase, Receipt Vouchers abe tpriced by LAOs
with reference to rates quoted under Supply Ordeluding Sales Tax,
Excise Duty etc. but excluding Railway Freight, isportation Charges etc.

Components supplied by other Factories or receiveftom own Factory
manufacture

(iv) Components and other manufactured materiaisplsad by other
Factories against Inter Factory Demands are aceduiot as materials in
the Store Ledgers by the receiving Factory. Theele&cVouchers are
priced at the actual cost of manufacture as ingohaby the Accounts
Officer of the supplying Factory plus the inciddrilaarges on freight.

(v) Components, Packing Boxes, manufactured inRaetory are also
transferred to stock and accounted for as recenpse store ledgers. Such
receipts are priced at the actual cost of manufactu

NOTE: If at the time of pricing the Receipt Voucherse #ictual charges
are not available, the vouchers are priced at piaval rates and
adjustments for the difference between the prom@ioalue and the actual
value of the vouchers are carried out through &chest Receipt Voucher
when the actual are known.

(iv) Scraps arising in production and surplus makerif any, are returned
by shops to stores on Return Notes. These are @iszbior as, receipts in
the Store Ledger and priced at the latest leddes far the items.

Issue Accounting and Control

18. Materials are issued by the Stores DepartnoeBhops only against
authorized requisitions. Such requisitions areechlbemand Notes.

For direct materials required for production, theofs prepare the
Demand Notes showing the Work Order and Warraniviach the material
Is required, the ledger folio and description af thaterial and the quantity
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demanded. These demand notes, together with thp sbpy of the
Material Warrant issued by the Planning Departmarg, presented to the
Stores Department. The Stores Section allots sem@bers to the Demand
Notes from a running series and the quantity isssiemted in the Material
Warrant against each item. The Store Holder shoatdissue materials in
excess quantities authorised on Material Warrdnts. case of excess
requirement the shops have to obtain special astimm from the
Planning Department in the form of Non Recurringenal revisions to the
concerned Warrants.

In regard to petty casual work or minor internatt®ay services or
repairs and maintenance or for departmental stoders, the Planning
Departments releases Supplementary Work Order DEWOD). The
SWOD serves the combined purpose of an Estimatdhentanufacture /
Material Warrant. Materials are drawn by the Shopsthe authority of
these SWODs.

For materials required for general shop use, maamtee etc. the
planning department issues "open warrants" on eudgrtbasis which
constitute the authority for the shops to draw maion as required basis.

Materials issued to outside consignees are supmpolole issue
vouchers quoting reference to the demand againgthwduch issues are
made.

Stock Verification

19. The physical balances of all stores held by stbees department are
verified by actual count/weighment to ensure thatks as per accounting
records exist. This verification is done by censtaick verification staff that
is attached to each factory but function directhder the administrative
control of the DGOF's Headquarters organisationeyTltarry out a
continuous stock verification, selecting a few isepach day so that each
item is physically verified at least once duringear. Bin card as well as
ground balances are recorded in the stock takiegtshA copy of S. T
sheet is sent to A. O. for recording PSL balancethat particular date.

As soon as a discrepancy occurs between bin cdashdsaand the
actual stock or between bin card balance and P&inta a Discrepancy
(surplus) or Discrepancy (deficiency) voucher as ttase may be, is
prepared and posted in the ledger with a view &phkey the ledger balance
always and at any time in agreement with the playgound balance.

The discrepancy is subsequently investigated attiédelf on final
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settlement, a surplus statement is necessarygetéeant surplus portion of
the discrepancy (Surplus Voucher) is completed bg Factory and
countersigned by the Accounts Officer. If a losgteshent is necessary, the
loss statement portion of the Discrepancy (DeficyggnVoucher is
completed and loss regularised under the finapaalers of the competent
authority.

Review of Stores

20 A six monthly review is carried out by the Fagtqwith the
assistance of the Accounts staff) of Slow and Noaviklg Stores as
disclosed from the transactions posted in the ledigieos. Slow Moving
Stores would be those stores which have not beawrdfor a period
between one to three years prior to the date aoéwe{viz. 31st March for
Annual Accounts).

Non Moving Stores will be those stores which hawe lmeen drawn
for a period of 3 years or more prior to the dédteswiew (viz. 31st. March
for Annual Accounts). Stores found surplus to tleguirements of the
Factory are declared for disposal. Prior to dishdsas of such stores are
circulated to other Factories and other Defenceaapgents and if any of
the items are required by them, these are issuéfteta. The surpluses are
declared to the Central Disposals Organisation (R $8xcept in the case
of salvage and scrap other than iron and steeb sutaings, and other items
of stores not exceeding Rs. 5000/- in a single goatg for arranging
disposal. The above procedure is also applicablpldanot and machinery
items.
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Pricing of Demand/Return Notes

21. (i) In Ordnance Factories where ComputeriReced Store Ledger (PSL) is maintained, Averagdder Rates are worked out after
posting of every receipt voucher. The Demand anturReNotes are priced at the average ledger radgaping as on the date of

transaction. The average rate is arrived at byddigi (the opening value balance + value of freshelfe vouchers) by (the opening
balance quantity + quantity of receipt as per fresteipts voucher), illustrative example is givetolw.

QUANTITIES VALUE
Date Voucher  From Opening Receipts Issue Closing Rates Opening Receipt Issue Closing
Number or balance balance Rs Balance balance
To

1.10.06 50.00 50.00 10.00 500.00 500.00
10.10.06 Issue Vr. To 50:00 20.00 30.00 500.00 200.00 300.00
20.10.06 Receipt Vr. From 30.00 70.00 100.00 11.40 300.00 840.00 1140.00
25.10.06 Issue Vr. To 100.00 25.00 75.00 1140.00 285.00 855.00
31.10.06 Receipt Vr. From 75.00 30.00 105.00 11.57 855.00 360.00 1215.00
4.11.06 Issue Vr. To 105.00 40.00 65.00 1215.00 462.80 752.20

Note: In Ordnance Factories where Priced Store &e(@SL) is yet to be computerized, Ledger Ratesiah cases are worked out at the
end of a month whenever there are new receiptaigl@imonth. The monthly average rate is arrivebyatlividing the opening value
balance + value of Receipt vouchers during a mbwtlthe opening balance quantity + quantities okigs as per receipts vouchers

during that month.
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(i) By adopting this method, 'the value balanceymat become 'NIL".
Adjustment document is made out by Accounts Officethat the value
balance is ‘Nil. Average Ledger rates are workedrect to two decimal
places.

Material Abstract

(i) The Demand and Return Notes pertaining to @ath, after they are
priced and posted in the Priced Store Ledger,entte the EDP Section for
preparing a Material Abstract. The Material Abstrec a listing type of

tabulation in which the expenditure incurred agaeech Work Order and
Warrant is shown Demand / Return Note wise and thismet total against
each Work Order / Warrant. The net expendituresbrh Warrant is posted
in the Cost Card pertaining to the concerned Warran

Ensuring correctness of Store Ledger posting

22. The Store Ledger is posted by the Accountg@fffom Receipt and
Issue Vouchers, Demand and Return Notes on a daayobasis, from
copies of these vouchers received from the Stoegmfdment. The ledger
folios are maintained in loose sheets and keptimd@&s with self locking

arrangement. The Receipt Vouchers, Issue Vouclsjand Notes and
Return Notes are arranged into separate batcheshanbdatch totals for
guantity (numerical) and value are posted in arobmegister. Thereafter
the vouchers are posted in the Ledgers on Accayntiachine. While

posting in the Ledgers a "back sheet" which isr@aacopy of the postings
Is also obtained. The accounting machine autombtieacumulates the
running totals of all vouchers posted in the Ledggparately for receipts
and issues under quantity and value on 4 totalisigesl in the machine.
After all the batches for a day are posted, thaldobbtained from the
machine are posted in a control card and compaitd tive batch totals
recorded in the control register, discrepanciesif, reconciled by checking
the postings from the back sheet.

Every month a "Priced Store Account" is indepenigentade out
showing the value of 'Receipts' and ‘Issues' afestaluring the month. Care
has to be taken to ensure that all primary docusnemt Receipt Vouchers,
Issue Vouchers, Demand Notes and Return Notessesladuring the month
as per certificates furnished by the Factory amoacted for in the "Priced
Store Account" in the same month.
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Two ~ Registers ' are maintained, one for ‘Rec¥ipachers’ and the
other for 'Issue Vouchers '. The Vouchers are edtar serial order and date
of receipt is noted against each voucher. The vensclare priced and
classified according to source of receipt/ Natdrissues. The values are
noted against the vouchers under the appropriaeé hbeads. Consolidated
summary is made out showing the total value of ipteetotal value of
issues and amount under each classified head. cfakevialue of "Return
Notes' is shown in the 'Register for Receipt' drat bf ‘'Demand Notes' in
the 'Register of Issues'. The difference betweentdkals of '‘Demand' and
'‘Return’ Notes should agree with the figure as'ldaterial Abstract'.

From these summaries Priced Store Account SchetliéReceipts'
and 'Issues' are made out.

The 'Receipt Schedule' contains the value of stoeesived and
accounted for during the month from different sestctransportation and
customs duty allocated to cost of stores, Returre®ysurpluses etc.

The 'Issue Schedule' contains the value of issugsgithe month to
different factories, other parties and losses ofest due to various causes.
In addition, the value of Demand Notes is shownth&tend the P. S. A. for
Issues, a summary is made out showing.

Opening Balance of Stock plus Receipt during thentma.........
Total less Issues during the month........ ......
Closing Balance of Stock as at the end of the manth........

The total of 'Receipts' and 'Issues' must agree thvé total recorded
in the control Register : The total value of Dem&ates minus total value
of Return Notes must agree with the total of Malefibstract. Once every
half year the value balances in all the ledgerofa@re extracted by the
Accounts office and their total compared with tladabnce as per the store
Account, to ensure that the ledgers have beenatbyrosted.

Comparison of the quantity balance in the ledgdio favith the
balance as per Bin Card is done as on the datdook Jaking and the
reconciled balance is noted in the Stock TakingeEhe
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SECTION IV
Accounting for Overhead Expenses & Definition of Oerheads

23. Overhead expenses may be defined as expenditawered for
providing various facilities and services which aszessary, and incidental
to production in the Factory. Expenditure relatitog such functions as
Supervision, Security, Welfare, Power and WaterviSes, Repair and
Maintenance of Plant and Buildings, care and Cuystofl store etc.,
represents services common to all production. A fxpenditure cannot
be charged directly to the cost of each item oflpabion it is called indirect
expenditure or overhead.

All indirect labour charges, indirect material apas and such other
expenses like salaries paid to Supervisory and Awstnative personnel,
Depreciation, etc. together comprise the overh#dadsnecessary to charge
such expenditure, ultimately, to each item of paddun in the Factory on a
suitable basis to arrive at the cost of productibthe items.

Classification of Overheads into Fixed & Variable

24. To exercise control over indirect expendituite,is essential to

distinguish items of expenditure, which vary in gathy with the volume

of production in the Factory, from those which téademain more or less
constant. Overheads are therefore classified uheéetwo broad Categories
“Variable Overheads" and "Fixed Overheads". Undmheof these heads
various expenses are further classified by funstiém facilitate control and
for statistical purposes. Each such classified espes denoted by a Work
Order number. "01' series of Work Orders reprederdd overhead

expenses and "02' series, variable overhead expdngbe existing system,
there are 26 work orders for variable overhead esp& and 56 for fixed
overhead expenses. Such classification being contmalt the Factories, a
standard list of work order is published in thel&yis of Work Order Part —
| (1997 Edn).

Allocation of Overhead Expenses

25. For indirect material and indirect labour clesrgthe primary
documents prepared by the Factory, viz. DemandurRé&otes, Day Work
| Piece Work Cards and Allocation Sheets indicate relevant indirect
Work Order Number in the documents. Expendituratied to salaries,
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contingencies, depreciation etc. which does noéapps labour or material,
Is booked in Cost Accounts by the Accounts Offibeotigh allocation
sheets, prepared monthly, with reference to prinnacprds such as, salary
and contingent bills, records of capital assets etc

Departmentalisation of Overhead Expenses

26. The next stage in overhead accounting is Deyeautalisation of the
expenses or identifying the expenditure by theotaridepartments in which
the expenditure originates. For this purpose, &isé two digits of the work
order number are made use of, by indicating théaecode number, so
that collection of indirect expenses and their deygmtalisation is achieved
at the same time e. g. Work Order 02/00016/00.

Maintenance & repairs to Machinery

The Engineering Department undertakes repairs aathtemance
services for all Production Sections. The expemnditpertaining to a
particular Production Section is booked against dbecerned section by
guoting the work orders as 02/00016/15 in the actting documents, where
15 represents the code number allotted to thatuetmsh Section.

From the primary documents sent to the EDP Seamrh month,
two statements are prepared by that Section mewdipnviz., (i) Statement
of Sectional Variable Charges and (ii)) Statement Safctional Fixed
Charges. In these summary statements, the expendtshown separately
for each Section under each Work Order and undgr €tass of Cost, i.e.
labour, material and other expenses.

Apportionment of Service Section Expenditure to Prduction Sections

27. As stated before, the Factory is divided intodBction Sections, Ser-
vice Sections and Administrative Sections. The aggare incurred in the
Service and Administrative Sections is apportiortedthe Production
Sections so that it could be finally charged to dost of various items
produced in these Sections.

Step Ladder allocation of Service Section Expendite

28. For the above purpose, the Accounts office gnep separately,
‘variable’ and ‘Fixed’ Charges Statement. In thigtement, ‘Service
Sections’ are posted on the left side and "ProdncHections' on the right
side.
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The expenses pertaining to each Service Sectidrstsbuted to the
Production Section in a single distribution in aciance with selected bases
of distribution viz.

a)  Actual consumption ( e.g. electricity used forver and light )

b)  Total direct labour in each Section.

C) Percentages fixed by Management.

d) Number of workers in each department (Hospig&thool,

Welfare)

Mixed Sections

Certain Sections, though they are predominantlyiSerSections,
may be doing work on direct work orders e.g., @oacbf machines by the
Engineering Section. This is treated as productank and the cost of
erection is capitalized along with the cost of mh@&chine. In such cases, the
Section is shown both on the left hand side anlt thgind side of the Step
Ladder Statement. The indirect expenditure perigind the Section is first
bifurcated between the Production portion, and iSerportion of the
Section in consultation with the Management, amdgbrtion pertaining to
each, is shown in the statement in the approppiaize.

Charging of variable overhead charges to cost of dwvidual jobs

For the purpose of charging variable overheadsh® ¢ost of
individual jobs in an equitable manner, a rate ®wk&d out, separately for
each Production Section / Cost Centre.

Total variable charges of the production
---------------------------------------------------- X 100 = Variable overhead
Total Direct Labour Charges in the section ercpntage

Predetermined Rates of Levy

30. The rates for levy of variable charges areutated annually. The
calculation of the rates does not; however wdith# actual charges for the
year are ascertained, as this would delay the wgrkiut of the costs of
individual items of production. At the beginning each year, the charges
are worked out on the basis of estimates of (ag@ddiLabour Charges for
each production section and (b) variable chargegdch of these sections.

The estimates for the year are approved by a GeBwalget
Committee formed by the Factory for the purpose of

1) Fixing appropriate rates for overhead levy and

i)  Exercising control over expenditure.
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Budget Committee Procedure

Each section has a Shop Budget Committee for prepan estimate
of direct labour charges for the ensuing year,thedsariable charges taking
into account, the past actuals and the current faaturing programme. In
respect of service sections, the estimate is peepahowing only the
anticipated level of expenditure. These estimates sgrutinised by the
Central Budget Committee and approved. After apglro¥ the estimates,
the Account Office prepares a statement for appairig the service section
charges to various production sections. The intixeciable charges of
Stores Section assessed under specified work ofderthe Factory as a
whole is distributed on the basis of direct materta be drawn by them.
Accounts Office then work out the total variablgperditure for the Section
based on these figures and estimates of direcufatlmarges appropriate
variable charge rates are fixed by the Central Bu@pmmittee. The rates
thus fixed are adopted for the entire year. Thegbtits prepared annually
by Central Budget Committee and quarterly reviewtlod budget with
reference to actual expenditure is done by ShopgBudommittee and
Central Budget Committee.

Under Absorption and Over Absorption of Variable Charges

31. As the rates of overhead levy are predetermitinede is bound to be
a difference between the actual expenditure indumed the amounts
charged to production in the year, either becafisevariation in the actual
labour charges or in the overhead expenses, or, lfrotm the estimates
while the actuals are reviewed with the estimateabeend of each quarter
by the Shop Budget Committee and Central Budget rGittiee, the
percentages are not changed. If at the end of #a, \the difference
between the actual and estimated charges is na than 5%, of the actual
charges then the difference is shown as such inatireial production
accounts of the factory. If the difference is mtran 5%, a supplementary
levy of the variable charges is made against varisark orders to reduce
the difference to the permissible limits.

Fixed Charges

32. Fixed charges are mainly comprised of -
1)  Salaries paid to Gazetted, Non-gazetted supeiryipersonnel
and Non Industrial employees.
i)  Maintenance and repairs of buildings and dejaten of
buildings, machinery and other items.
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lii)  Share of expenditure pertaining to OFB's Hadgganisation,
and the P C of A (Fys) Main Office, and expenditaf¢he Accounts
Office attached to the Factory.

Such expenditure does not vary in sympathy with ftbetuating
volumes of production in the Factory from year &y As the Ordnance
Factories are required to meet the demands fronsehaces, both during
peace times and in times of war, there would besidenable idle capacity
in the Factories in peace time. If the actual fixbadrges incurred in peace
time are charged in full to the cost of productioegardless of the total
volume of production in a year, the resultant cegtsbe inflated and cost
comparisons from year to- year would be difficult.

It is therefore, necessary to relate the levy &k&di charges to a
normal capacity production, so that when a Factsryworking below
normal capacity production, due to lack of dematiuks portion of the fixed
charges representing idle capacity is not chargetheé cost of the items
produced. Estimates of the charges not required ctarent level of
production against 01 series of Work Orders will rnade as indicated
below:-

Segregate

(@) Number of posts of different categories of perel (staff &
Officers) not required for the current level of guation.

(b) Up-keep and Maintenance of Plant and Machinarstallations,
buildings / shops inside the Factory which are megluto be used only in
emergency.

(c) Excess provision in the Factory Estate, Hosmteheme etc. Fixed
charges for the posts against items (a) togethér efiarges at (b) and (c)
constitute "War Insurance Charges'. Charges onsltembe kept out of
Production under 01 series of Work Order are asgegsom the total fixed
charges, "War Insurance Charges' and "Charges aouratcof items to be
kept out of production' are deducted. The estimathese fixed charges is
separately made for Production and Service Sec@twarges for "Service
Sections' are allocated to Production Sectiongcrordance with selected
basis of distribution. The total fixed charges éaich Production Section is
arrived at a rate for levy of fixed charges is a&ted as under -

Fixed Charges for each production section Fotetges
------------------------------------------------------ X100 = percentage
Datum Load direct labour for each section.
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The rates are reviewed after the end of each finhyear.
Under Absorption of Fixed Charges

33. The difference between the fixed charges leaegredetermined
rates and fixed charges incurred is shown as "Uoder absorbed Fixed
Charges."” The amount segregated on account oflisedtisurplus capacity
Is shown as deduction in the Production Accounth®fFactory.

Preparation of Overhead Abstract

34. The pre-determined percentages for variable Faxeld Charges are
ammoniated by the Accounts Office to the EDP Sactithe EDP Section
levies the overhead charges on the basis of diadctur incurred against
each work order and warrant and prepares an owbrhedastract
mechanically on the EDP Machine. A top sheet ipared showing-

a) the total of direct labour charges.

b) the total of variable charges levied.

c) the total of fixed charges levied.

in respect of each production section separatellythe grand total for the
Factory. The overhead abstract is posted in theaaods for the concerned
Warrants by the Accounts Office.

Special points in Overhead Accounting
Power Cost Statement.

35. (1) Cost of electricity used for power and tigh distributed to
each section on the basis of measured consumptistatement is prepared
by the Management monthly, showing the total numbérunits of
electricity generated (or purchased) and distribuier power and light
purposes, and the section wise distribution. Thal teariable expenditure
incurred by the Power House Section as ascertdiroed the Sectional
Variable charges statement is posted in the powst statement by the
Accounts Office and a rate per unit is calculatest¢from. The number of
units consumed in each section: for power and laghtthen priced at this
rate and the amount pertaining to each service praduction section is
posted in the step ladder statement against theeco&d sections.

Note: Similar statements prepared for charging steam @asl costs to
various sections.
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Deferred Revenue Expenditure

(2) All normal repairs to plant and machinery, regd to maintain their
working capacity, are treated as variable overleegubnditure and charged
to production of the year in which the expenditiseincurred. If such
repairs are, however, very heavy in respect ofgarjicular plant in a year,
the expenditure may be spread over a number ofsydaGOF's prior
approval is necessary for the purpose. The podiaepair expenditure that
is carried forward for absorption in subsequentye&ashown as an asset, in
the statement of assets and liabilities, till it dsmpletely charged to
production in the subsequent years

With effect from 1.4.2006 expenditures on accouffit Teansfer of

Technology (TOT) incurred out of Revenue Grant teated as Deferred
Revenue. Such deferred revenue on account of Tiafges is to be
absorbed in cost of the item as an element of Fixeerhead to the outturn
work orders alone, which are benefited from thepeetve TOT

Agreement.

Preliminary Expenses

35. (3) When a new factory is planned, or new toje added to an
existing Factory, expenditure isincurred on sakrand various other
miscellaneous items. These charges are carriedafdriil production is
established. These are levied as Preliminary Exgsend&/hen the Factory
project starts production, the Preliminary Expensae charged to
production on the basis indicated below

1) Preliminary Expenses should be in terms of egpper unit of

product ( s).

i)  Rate of charging preliminary expenses shouldohsed on the
programmed production over a period which should extend
beyond ten years.

lii)  Rate of charging should be reviewed periodicab that these
charges are liquidated within a period of ten years
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SECTION -V

Compilation of Production Cost of each Item and prparation of annual
production accounts

Compilation of Job Cards

36. Orders for manufacture of various items aregdaon the Production
Shops by the Planning Department through Manufergu/Varrants. Costs
are compiled by the Accounts Office in respectaxfleWarrant by opening
a Cost Card. The Work Order and Warrant Number, DEOF Extract
Number on the authority of which, the Warrant suesd, the quantity, and
description of the article ordered for manufactua®d the Production
Section undertaking the manufacture, are all notede Cost Card from the
details furnished in the Manufacturing Warrant. dstimated cost of the
guantity on order is worked out from the Estimatethe item and posted in
a separate cage provided at the back of the Caslt €laowing the element
wise analysis of the total cost. The Cost Cardgpasted monthly, under the
various elements of cost, from the Material, Laband Overhead
Abstracts.

When a Warrant is completed by a Shop, the Shapn®tthe shop
copy the Manufacturing Warrant and the related KatéVarrant to the
Planning Department.

Completed Warrants

The Planning Department prepares a consolidatedthiyohist of
completed warrants, and sends the list to the AusoOffice, together with
the shop copies of the Warrants. On receipt ofethié® relevant Cost Cards
are picked out by the Accounts Office, for closargd working out the cost
of production, in respect of each completed Warrant

Closing of Cost Cards

The expenditure posted in the Cost Card is totatetlthe summary
of the total expenditure, showing the element wassts, is posted at the
back of the Cost Card in a separate cage proviolethé purpose. The total
guantity manufactured, quantity accepted, and ayargjected, which are
noted in the shop copy of the Manufacturing Warrang¢ also noted by the
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Accounts Office in the Cost Card, after verifyinget same, with the
Inspection Notes received in the Accounts Office.

If the rejections on the Warrant exceeded the nbpravision for
unavoidable rejection for the item, the value o thxcess rejection is
proportionately worked out by the Accounts Officerh the expenditure
recorded in the Cost Card, and deducted from tted¢ &xtual expenditure
for the warrant. The value of the excess rejeasaregularised as loss. The
net actual expenditure, after deducting the valfieavmidable (excess)
rejections, represents ti@ost of Production of the quantity produced and
accepted on the Warrant. From the net expenditund &e quantity
accepted, the actual cost per unit is worked oepasately, under each
element of cost and, in total.

Scrutiny of Cost Cards

The actual cost as worked out in the above marsneompared with
the estimated cost, and the variation between ¢heband estimated costs
Is scrutinized. The reasons are recorded in themercolumn of the Cost
Card. If the variation between actual and estimatest is more than 10%
under Labour or/and Material, detailed reasons tf@ variations, are
analysed. Thus for material it may be due to vaean price or variance in
guantity. After recording the details, the costdcas sent to the General
Manager for information and remarks.

Production Ledger Card

37. Simultaneously with the opening of a Cost C#rd,Accounts Office
opens a Production Ledger Card for each Warrarg. Hitmduction Ledger
Card serves the purpose of a ledger folio. Theipecef articles completed
and accepted in inspection are posted in the Ptimubedger Card from
the Inspection Notes received from the Factory.tihes completed articles
are issued to the indentors, the 'P' Issue Vougchessived from the Factory
are posted in the Production Ledger Card of theeored Warrant on the
issue side. The balances in the Production Ledged<Crepresent articles
completed but not issued. The total value of athshialances as at the close
of a financial year is exhibited in the Finishedckt Account in the Annual
Production Accounts of the Factory.
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Process Costing

38. (i) When different grades of finished produete obtained by
processing a single raw materials, or

(i)  When one final  product involves processing otigh
successive stages, the procedure for compilingaise of finished products
differs from Job (or Warrant) Costing. Examples dfie first type of
production are conversion of timber logs to plaak&un Carriage Factory,
Jabalpur, and production of tanned leather from hagles, at Ordnance
Equipment Factory, Kanpur. Examples of the secoppe tare the
production of Cordite at Cordite Factory, Aruvankaaénd TNT at High
Explosives Factory, Khadki.

The procedure for ascertaining the costs of firdslpeoducts is
described below.

Timber Logs to Planks

39. For conversion of logs to planks, a Work Orndaallotted under "08"

series, "08" denoting Process Work Orders. Logsdrasvn from stock

against this Process Work Order on Demand Noteslamour charges

incurred for conversion are also booked to this KMOrder through Piece
Work Cards.At the end of each quarter, the Facpygpares a statement
showing.

1) Opening balance of logs, carried over from thevipus
guarter.

2) Logs drawn during the quarter

3) Logs in hand at the end of the quarter.

4) Quantities, and grades, of planks produced.

5) Loss in conversion.

6) Quantity of firewood and saw dust recovered.

Planks are graded according to length, width anttkrless.
Weightage is given to each grade or planks in tefiike lowest grade, for
the purpose of costing the planks.

e.g., Gr. | 1 Cft. equal 3 Cft. of Grade Il
Gr. i 1 Cft. equal 2 Cft. of Grade Il
Gr. |l

The fire wood and saw dust recovered are returpestdres on a
Return Note to the credit of the Process Work Qrder
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The above statement is priced by the Accounts ©ffith reference
to the expenditure on material, labour and overbead ascertained from
the monthly Abstracts. The working of cost of plaqkoduced is illustrated
below:-

Logs Converted and Expenditure Incurred

Quantity Value
(Cft.) (Rs.)
1) Opening balance of logs 100 100
2) Add logs drawn during the quarter 500 500
TOTAL: 600 600
3) Less logs carried over 200 600
4) Logs consumed during the quarter 400 400
5) Credit value of saw dust recovered -- 20
6) Net value of material consumed 400 380
7) Labour and overhead charges for conversion - 0 52
TOTAL: 400 900
8) Quantity of planks produced in
equivalent grade Il units -- 450 Cift.
9) Rate per Cft of Gr. Il plank 900 /450 = R&. 2

Planks Produced and Cost of Production

Grade of Quantity  Equivalent Value Rate per foit each

Planks (Cft.) Gr. Il Units Rs. grade (4 ) 2
1 2 3 4 5
I 50 150 300 300/50 = Rs. 6
Il 100 200 400 400/100 = Rs. 4
1l 100 100 200 200/100 = Rs. 2
loss in
process 150/400 X 900
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The planks are transferred to stock and the Redéipichers are
priced at the rates calculated, as above, for geatdte of planks.

40. At Ordnance Equipment Factory, Kanpur, raw $idee purchased
and processed into tanned leather. The hides gifetent grades of leather
and differential rates are worked out of each gEdeather.

The production of tanned leather involves processih the hides
through several stages. For each such stage, a&d8rdork Order is
allotted. While the raw hides are drawn againstviteegk Order for the first
process labour charges and subsidiary materialaregtjfor each process
are booked against the concerned Work Order.

Every quarter, the Factory prepares statementseémh process,
showing.

(i) hides in process, at the beginning of the tgrar

(i)  hides transferred from the previous process,

(i) hides transferred to the next process,

(iv) hides in process, at the end of the quarter,

These statements are priced by the Accounts O#fince the cost of
the hides, as arrived at each process, is trapdf¢orthe next process. The
guantities produced at the final process, are gratestandard rates fixed by
the Management for each grade of leather and &eesf to stock. The
deference between the actual total cost of legtifeeiuced and total value at
which it is transferred to stock is shown as profitloss in the Finished
Stock Account.

Cordite

41. Cleaned cotton waste is soaked in a mixtur8uhphuric and Nitric
Acids and becomes gun cotton. The gun cotton is tineixed with
Nitroglycerine to make cordite paste. The corditastp is treated with
Acetone and dried to become cordite. For each psogacluding the
manufacture of Acids, Nitroglycerine and AcetonelP@cess Work Order
Is opened. Every quarter, the Management furnistegement in respect of
each process showing quantities produced duringubeer, balances at the
beginning and at the end of the quarter and quesititansferred to the next
process. A Process Cost Statement is preparedebfdbounts Office for
each process; and the transfers are made fromgzrdagrocess; to arrive
at the cost of Cordite paste. The cordite pastkeas/n against a Stock series
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of Work Order, under which separate warrants asaeid for making the
finished cordite. Transfer Vouchers are preparethbyAccounts Office for
debiting the cost of cordite to the concerned Wasaand crediting the
Process Work Order.

Foundry Costing

42. Process Costing is also adopted for steel sngovduced in the
Foundry Sections, at Metal and Steel Factory, IstgpOrdnance Factory
Kanpur, and for brass ingots produced at Ordnaraz#oFy, Ambarnath,
Ordnance Factory, Katni, and Metal and Steel Fadsfrapore. A Process
Work Order is allotted for the production of ingot$ie ingots are classified
according to composition, into different class tées. A set of Foundry
Statements is prepared every month, for workingtbetcost of different
classes of ingots produced.

Foundry Form Ill is prepared by Management showimgdetails of
different materials consumed in respect of eaclssclaf ingots and the
guantities of ingots (by weight) produced. Thistestaent is priced by
Accounts Office to arrive at the value of mater@ssumed.

Foundry Form Il is prepared by the Labour SectidnAocounts
Office showing the direct labour charges incurr@derhead charges are
levied thereon under Variable Charges and Fixedrd&saat the rates
applicable.

Foundry Form | is a Production and Issue Statenmapared by the
Management, showing the distribution of the ingptsduced to various
Work Orders and Warrants. The total cost of praduactor each class of
ingots is compiled in this statement by the Acceudfficer from Forms I
and lll, and a rate per Unit (Kg) is worked outeTihgots issued to each out
turn Work Order are priced at appropriate ratethan Statement, and the
value shown against each Work Order / Warrant. An$fer Voucher is
prepared by the Accounts Officer for debiting eaah turns Work Order /
Warrant, by crediting the Process Work Order.

Semi / Manufacture
43. For the purpose of compiling the Annual PrdiduncAccounts, it is

necessary to find out the value of Work-in-Progessat the end of the year,
so that the total Cost of Production of all arsctmmpleted during the year
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can be ascertained. Each Production Section taels of Work Progress as
detailed below: -
(i)  Verification of Non-moving and Slow-moving Wamts is
carried out by the end of February and Semi statésraee forwarded
to the Accounts Office by early March.
(i)  Verification of other items is carried out #ite end of the year
I. e. 31st March.

The Semi Statements contain Section wise.

(1) Details of Work Order and Warrant Number.

(i) Description and quantity of each materiahiand.

(i) In the case of part-finished work, the stagfemanufacture and
guantity.

These statements are checked by Accounts Offiensore that all
"Uncompleted Warrants have been included". In retspeWarrants, where
part quantities have been completed, the outstgngiimntity as shown in
the Semi Statement is checked with the Producteatgker Cards. The Semi
Statements are then priced and an Abstract is e showing the value of
Work-in-Progress by each Work Order and Warranteurgéch element of
cost.

In the case of selected principal items of Produgtsurprise physical
verification is carried out by the Factory, sevdnales in a year, so that the
actual position of physical Work-in-Progress is gamable with the total
production.

Closing of Part Completion Warrants

From the Abstract showing the value of Work-in-Resg, Work
Order, Warrant wise postings are made in the Castl,&s credit entry in a
separate column provided for the purpose.

In respect of Warrants, on which part quantitiegehlaeen completed
and vouchered through Inspection Notes, the acistl of the completed
article on each Warrant, is worked out with refeeerto the expenditure
recorded in the Cost Card, and the value of seaghECost Card is totaled
and from the total expenditure, the value of semtiich is posted in the
Cost Card, is deducted to arrive at the cost ofattieles completed during
the year on the Warrant.
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44. For the purpose of preparing the Annual AcceuatPrincipal Ledger
Is maintained in each Accounts Office. The accaanthis ledger are so
devised as to.
1) Provide the information required for compilati@f the final
accounts and
i)  Facilitate reconciliation with the expenditurempiled in the
financial accounts.

The main accounts, and the information availableaich account are
mentioned below.

1) Wages and Salaries AccountThe amount of wages and salaries
paid to all Factory personnel are shown on thetdste of the Account, as
per financial compilation. On the credit side, #lecation of the amount in
Cost Accounts, under (a) Direct Labour (b) Indirdcibour and (c)
Supervision (Overhead) charges is shown.

2)  Store Account- This account shows on the debit side, the value of
opening stock, and receipts during the year. Orcthdit side the value of
(a) direct materials issued to production (b) iedir materials issued to
production. (c) issues to outside parties and l@hireg stock at the end of
the year, are shown.

3)  Overhead Expenses AccountFhis account shows on the debit side
the total overhead expenses incurred under varguisheads like (a)
indirect labour (b) indirect material (c) Supergisicharges. (d) contingent
expenses etc. The account is balanced by tramgjdive expenditure to the
Work in Progress Account.

4)  Work in Progress Account- This Account shows on the debit side.
1)  Opening balance of Work in Progress.
li) expenditure incurred on production during gear, separately
under direct material, direct labour and overheads.
lii)  Over absorption of variable and fixed over-headghdif any)

The credit side of the Account shows.

()  Cost of Production of articles completed dgrithe year for
Army, Payment, other Factories, Stock and Capitake:

(i) Unfinished Semi, carried over at the end & jlear.

(i)  Under absorption of Variable and Fixed OveatdeCharges.

5) Capital Assets Account - This account shows the value of land,
buildings and machinery and reserve stock-pildatiteginning of the year
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and expenditure incurred during the year on daldé sand on the credit
side, depreciation charged for the year, valuessé® disposed of and the
value of land, buildings and machinery and resateek pile items at the
end of the year.

Based on the information provided in the princilgalger, the annual
(a) Store Account, (b) Production Account. (c) Bin@d Stock Account (d)
Capital Assets Account and (e) the Statement oéssand Liabilities as on
31st March (balance sheet) are prepared for theofyacFrom 'the
individual accounts of the Factories, combined ant®for all the Factories
are prepared by P C of A (Fys.) Main Office.

Special Points
Development Expenditure

45. Expenditure incurred on the development of rtems of production
Is compiled separately in respect of each item accbunted for in the
following manner

A Development Work order is allotted to each itdine development
work is generally divided into three stages vi2. ifaanufacture of a pilot
batch, (b) establishment of batch production haveogpe for further
improvements in technique or manufacturing methaosl (c) final
establishment of manufacture by standardization te¢hnique and
manufacturing, methods.

Separate warrants are issued to mark the complefieach stage of
development. Articles which are successfully mactufieed at stages (i) and
(i) are coated at estimated rates in consultatgh the Management and
the value transferred to the regular outturn WordeD for the item by cre-
diting the Development Work Order. The net develepmexpenditure
incurred at stages | and Il for each item is chautgethe cost of subsequent
production of the item at the rate fixed by the lbig@ment. The rates are so
fixed that the development expenditure can be falgrged off within a
period of 7 years.

The balance of development expenditure remaininigeteharged at
the end of each year is shown as Work in Progresthe Production
Account of the Factory.
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Except System of Accounting for Components

46. At Ammunition Factory, Khadki, Ordnance Factdyhamaria, Rifle
Factory, Ishapore and Small Arms Factory, Kanpumin@nce Factory,
Varangaon and Ordnance Factory, Tiruchirapally rfesture of compo-
nents required for producing ammunition and weapsnmdertaken on a
separate Work Order for each component. The commgenare not
transferred to stock nor accounted for in Storegees. The components
remain on Production Charge and are drawn for dsgeom the assembly
Work Order, through Red Demand Notes. The Red Ddrhte shows (a)
the quantity and description of the component, tfl® Work Order and
Warrant to which the issue is made and (e) the Womtter and Warrant
from which the issue is made. It is thus virtualyransfer voucher. These
Red Demand Notes are priced by the Accounts Offaredt a separate
Component Abstract is prepared. The value of comptnis treated as
Departmental Material (class of cost 22) on theeasly Warrant and is
posted in the cost card in a separate column. Bhgewof components is
shown as a credit under the component Work Orderthe Component
Abstract.

Accounting for Tools

47. "Tools' and "Gauges' of standard type as welbals for general shop
use should be manufactured and repaired undesed&s of Work Order
02/00008/00. Cost of this general and standardwdbbe levied on jobs as
an item of variable overhead. The last two digii§ wdicate the Code
Number of the user section to facilitate the chaggef the cost of tools to
the variable overhead of the user section.

Tools, Gauges, etc. which are peculiar to a pdaraut turn will be
manufactured against direct Work Orders. This ldlldone by allotting sub
numbers to the main out-turn Warrant.

"Tool Room' should be treated as both ‘Service’ dnabduction’
Section. Overhead expenses incurred in the ToohRe@llocated between
the wings on pro-rata basis.

Control over expenditure against Work Order 02/@300 is
exercised by the Budget Committees.

As regards capitalization and amortization of todtdlowing
procedure should be followed with effect from 01004
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) All tool gauges etc of the value of Rs. 40,000/d atove, whether
manufactured in house or bought out from trade lshte capitalized,
provided their life is not shorter than 2 yearso fihancial compilation
needs to be made for the same.

i) All tools, gauges etc of the value of. R9000/- or more but the life
is shorter than 2 years, whether manufactured usé@r bought out from
trade should be treated as revenue and cost theraajed to production in
the year of incurring the expenditure, as variablerhead through indirect
Work Order 02/00008/00.

iii)  All tools, gauges etc of the value of whichless than Rs. 40000/-
whether manufactured in-house or bought out fromaldr irrespective of
their life, should be treated as revenue and chsetebf charged to
production in the year of incurring the expendita® variable overhead
through indirect Work Order 02/00008/00.

Normal rate of 5% per annum will be adopted for rghay
depreciation.
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SECTION -VI
COST CONTROL

Cost Control Procedure

48. () In the earlier sections of this manual, thgportance of Cost
Control as a major function of cost accounting stessed. Cost Control is
a procedure by which the activities and performano€ a factory are
carried out under controlled conditions, so tha¢ thxpenses can be
controlled before or during the course of produttibhus Cost Control is a
preventive function leading to maximisation of efincy and reduction of
costs. Cost control consists of the following psses:

(@) Setting up a target or norm either in physiocalmonetary

terms. The target may take the form of standardscastimates,

budgets or even historical data for the previow®asting periods.

(b) Measurement of actual performance. This is \adent to

recording the actual cost, i. e. Cost finding osGascertainment.

(c) Comparison of actual with the pre-determinedda

(d) Analysis of variations between the actual dredtarget in order

to locate the causes leading to such variations estdblishing a

reporting system by which these variations are camoated to the

appropriate level of management. Any failures onat@ns from the

target or any achievements towards better effigiesn®@, promptly

brought to notice.

(e) Investigation of the causes leading to theseatwans and

corrective action to remove them.

Cost, obviously, not incurred in the Cost Accouffice. It is
incurred as a result of executive action at aleleyand every production
activity costs money. The incidence and directidncost is initially
determined when the targets are fixed by the topellenanagement.
Thereatfter, the action of the various executivelower levels, such as the
Production Manager, Shop Foreman/JWM, Purchase g#anetc. has an
impact on cost. Further down the level, the indmaldaction of the worker
also determines, to a large extent, the efficiearuy cost of production. It is,
therefore, correct to state that the control oft sbarts on the shop floor at
the point where cost is incurred. Physical cordwrad control on the spot by
the shop executives are more effective than m@mertiag and furnishing of
data by the 'Cost Accountant. Unless, thereforsgetis a full co-ordination,
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fusion of efforts and Cost consciousness at aklewf the management,
any system of Cost control is bound to fail.

Viewed in the above context, the measures takémeiOrdnance and
clothing Factories towards effective cost contralyrbe summarized below.
Some of the procedures mentioned have been distessker in detail but
the object of referring to them again here is tojgut a comprehensive and
impact picture of the entire system of cost conabpted in the Ordnance
and Ordnance Equipment Factories.

Cost Control methods in the Ordnance and OrdnargapEent
Factories can be examined under two aspects,avizCpntrol of direct cost
I. e. direct material and direct labour, and (bpttal of overhead charges.

Control of Direct Costs

(i)  In the Ordnance and Ordnance Equipment Fassomlirect material
and direct labour constitute about 75% to 80%. I total cost of

production. These two elements therefore, providggaificant area for

effective cost control. The standard estimategiayn the total of each type
of material, and the quantity, rate and the mdteoat for a specified unit
of output. Similarly, the labour portion of the iesttes, which is prepared
after a careful time-study, shows the name of egudration, the grade of
the workman, time authorised for each operation thedtotal labour cost.
Quantitative or physical control over the utilieatiof material and labour -
Is exercised through material and manufacture wgsravhich provide the
break-up of the direct material and direct laboperation for a specified
batch of production, and the shop Foreman / JWMiliswed to draw

material and utilise, labour within in limits set.

Concurrent Review of Costs

The costs are computed monthly, in the various EdbRlations and
posted in the relevant Cost Cards. The Accounteé&fkeeps a watch over
the progress of expenditure and reports to the ge@anant appreciate varia-
tions and other significant features while the wisrktill in progress, so that
remedial measures may be taken in time. For thrpqse, the Accounts
Officer selects some Warrants where heavy expemdit incurred and
points out the progress of expenditure againstetigarrants, the progress
of issues as against the quantities manufactuhnedquantities of rejections
and significant variations in cost as compared le Estimates. The

44



COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

Accounts Officer also highlights heavy and abnormegéctions, and any
other abnormal features which warrant the attergicche Management.

On the completion of a job, the cost thereof is enadailable to the
management within about six weeks of the closurehef Warrant. The
Accounts Officer analyses the variations of theialctrom the Estimates the
reasons leading to them and reports these to theafdsment for further
probe and for taking corrective action, as congidenecessary. While
reporting variations from estimates, both excegepditure and savings are
taken into account, comparison is also made witlst @6 Production of
earlier batches of the same item and any variatetseen the amount and
previous costs are examined. When an item is matwéd in more than
one Factory, comparison of costs in the variouddfis provides a useful
instrument of control.

Control of Overhead Costs

(i) As, by their nature, overhead charges are identifiable with or
related to specific units of production, their gohis not so easy as in the
case of direct costs. Fixed charges are mostlgemature of "policy costs"
and are hardly controllable at the lower levelsmainagement. Further, the
Ordnance and Clothing Factories incur fixed ovetlsea excess of day to-
day requirements in order to meet the needs ofvdrdoad.

It is because of the differences in the naturehefvarious items of
overhead charges that these have been classifiedixed and variable.
Control over the variable overheads is exercisefi Wie help of budgets,
which constitute the target or ceiling upto whickpenditure on each
specific item can be incurred. The system of bualyetontrol of variable
overheads has been discussed in Section IV.

Cost Reporting

(iv) To sum up, while the physical control of exdéare primarily rests
with the Management at different levels, the Acdsu@fficer renders vital
assistance providing useful tools for the purposthe form of correct and
prompt reporting of information. It is, with thige in view that. numbers of
Cost Report and Returns have been provided. Mamageby exception
should be the keynote of the procedure of repartinfiprmation regarding
deviation from the estimates and budgets shouldhigklighted, and the
performances which conform to the norms need notdp®rted unless
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specifically called for. This not only saves timedaeffort, both in, the
Accounts Office and management, but also enabkesatter to concentrate
attention on matters of importance, without unnsagly having to wade
through a mass of irrelevant data.
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SECTION -VII
Accounting for Capital Assets
Classification of Assets and accounting for Assets

49. Capital assets are classified under (a) LamdB(ildings, (c) Plant
and Machinery and (d) Other Items. These assetsaeceunted for in
Capital / Block Registers maintained by the Accsu@ffice.

The Accounts of Capital Assets in the Factories rmegntained in
three Block Registers by Accounts Office, one farl@ngs items and other
two for Machineries items (of the two Register fdachineries, one for
machineries procured under NC/Project Grant an@rofbr Machineries
procured out of RR Fund). The entries in the Bl&#gisters are made on
the authority of Capital Series Building & MachigeReceipt Vouchers
prepared by the Management. Each items of Capisse®s is allotted a
register number by the Factory for purpose of ifieation.

Block Register for Buildings and other items etdl show:

Original Purchase value.

First year's depreciation charges.

Opening balance of the book value of the Capitalets
Addition during the year.

Reduction during the year (including Annual depaigon).
Closing depreciated book value at the end of tlae.ye

oGk wNE

Block register for Plant & Machineries will show:

Register Number.

Description.

Date of Acquisition.

Original Capital Cost.

Cost of addition and disposal.

Amount of depreciation charged during the year.
Depreciated Book Value.

Nook~kwbhE

RENEWAL RESERVE FUND

Government has approved the creation of RenewarResund for
the Ordnance & Ord. Equipment Fys. with effect frd@0-91 which is
different from the one prescribed earlier in thigamisation. While the
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previous one was treated as a capital expenditusewill be revenue
expenditure under Consolidated Fund of India.

Nature of work that can be financed from RenewaldRee Fund are
Renewal/Replacement of like items or those inv@vimprovement in
methods of operation and manufacture and all experdinvolving
betterment in some form or other including modengzof obsolescence
items. The assets created out of Renewal Reseme Will be on like to
like replacement basis and will be financed entifedm Revenue Heads.

However, all the Plant & Machinery irrespectivetioé fact that whether
the same are procured through New Capita /ProjeentGor through
Renewal Reserve Fund will be taken on Block ChageCapital Assets
Account of the Factory.

Depreciation

Land is not depreciated. Buildings, Machinery arnideo items are
depreciated in accordance with rates fixed by Gavent.

Straight line method will be adopted for workingt dbe amount of
depreciation based on expected life of Machinepeetive of usage.

The same will be booked to work order 01/000B4in case of
Machinery procured under Capital Grant and 01/10WB4n case of
Machinery procured under Renewal and Replacememd.Fu

All permanent Buildings both Industrial and Non-listrial will be
depreciated on the basis of assessed life of 6@ wdter deducting the usual
residual value equal of the normal amount of deptern.
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Plant and Machinery is depreciated at the ratesngbelow:-

Type of Machine Rate of depreciation Assessed
( at percentage of residual value
original assessed cost ( at percentage
of taking over minus of original
residual value shown assessed cost
in the next column) of taking over ).
1. Machines installed in Tool 5% 5%
Room and Production
Shop
2. Sewing Machines
a) Ordinary Sewing
Machines 8% 6%
b) High Speed Sewing
Machines 10% 10%
3. Motor Vehicles such as Diesel/ 20% 20%

Petrol Driven trucks, Fort-lift
Trucks, Dumpers, Tractors,
Railway Shunter, Mobile Cranes
Internal transport trucks

4, Air conditioners and 10% 10%
Refrigerators
5. Air circulators, pedestal 5% 5%

fans, exhaust fans

6. Electrical main and meters 64% 64%
as also electrical installations
and fans in industrial buildings
and in the factory estate other
than factory quarters and
Telephone and Telephone Mains

7. Electrical Installation and 5% 5%
fans in factory quarters

Note:- Depreciation is not charged in the case of machivigsh are
awaiting installation and commission.

49



COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

Allocation of Depreciation Charges in Cost Accounts

Depreciation charges at the appropriate rate arednaon the
subsidiary register showing the machine locatedceash section by the
Accounts Office. Allocation sheets are prepared timgnby Accounts
Office charging depreciation of machineries produrader NC and Project
Grant to Work Order Number 01/00034/00 and Macha&seprocured from
RR Fund to Work Order umber 01/10034/00. Depremmadbf Building is
allocated to Work Order Number 01/00019/00 andro#tssets to the Work
Order Number 01/00018/00.

The life of all Plant and Machinery which are udsglyond the original
estimated period of life is valued as under:-

50% of normal annual depreciation

X Number of years the plant is expected

to render further service

plus the Original Residual value.

Depreciation during this period is at 50% of themal rate.

Life of Buildings is re-assessed by a Board of €f§i consisting of an
officer deputed by the General Manager, Accountdic@f and a
representative of the MES.

Balancing the Block Registers at the end of the.yea
(vi) The depreciation charges for the year, speet of each assets, are

posted in the Block Register. The residual valueawh asset at the close of
the year is also shown in the Block Registers.
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52.

(1)

(2)

()

(i)

(i)
(iv)

SECTION VIl
MISCELLANEOUS

Productivity Linked Bonus

The payment of P.L.B is admissible to :-

All Gr. 'C’ & ‘D’ employees and non-gazetted Gr. ‘Bmployees
of Ord. Fys Board organisation including OEF & Anmed
vehicle Group of Fys, Directorate General of Qyalissurance
with an overall ceiling of emoluments of Rs. 250f@F 30 days
excluding teaching staff in schools maintained ird.CFys and
DGQA organisations.

Defence Accounts Department staff working in thel.(tys. and
in the organisation of Principal Controller of Aceis (Fys.), who
are borne on the establishment of CGDA under MirDe&fence,
but under the functional control of OFB includingAD

employees on deputation to Controller of Finanges (f

The casual labour who have worked for at leastd®® for each
year for three years or more.

All employees referred to in (i) would form one utor the

purpose of Bonus calculation.

The following are the features of revised folanu

(a)Average Piece Work Profit of Ord. Fys. will form 9 to
determine the PLB that will be payable in a year.

(b)The revised PLB formula has a base of 30 days53ét P. W.
Profit and for every 2% increase in P. W. Profite@dditional
day of PLB will be payable provided that this paytéor
more than 30 days will be due only when P. W. Pm{ceeds
the index of 25% by 4% i.e. in other words for 2% W.
Profit, the PLB payable will be 31 days. Thereafter every
2% increase PLB will increase by one day.

(c)If the P. W. Profit exceeds 50% in any year, it listee
restricted to 50% for purpose of PLB. PLB shallgmot be
paid in excess of 41 days in a year.

(d)In case average P. W. Profit % fall below 25%,Rh& will be
reduced i.e. if the P. W. Profit falls by 4% bel@&%., PLB
will be reduced by one day (if P. W. Profit is 21P¢,B will be
paid for 29 days). Thus for each subsequent remlucit 2%,
PLB will be reduced by one day.
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(3) The revised formula of PLB is subject to thiédwing conditions :-

(i)  OFB will review the standard man-hours for jobs ndaeer there
Is a change in production processes or when newaufasaving
machines are introduced and

(i)  The formula will be revised after 3 years from ieplentation, i.e.
from accounting year 1999-2000.

(Auth : MOD letter no. 48(4)/98/D(B&C) dt. #7uly 2000)
CIVIL TRADE ORDERS

53. The policy of the Government is to utilise fipare capacity available
after meeting service demands for the manufacttistooe etc. for sale to
civil trade other non-military departments incluglirCentral and State
Governments, Public bodies, Municipalities, LocalaBl and other semi:
Government Institutions and Foreign Governmentsniicture is under-
taken against 80, 82, 83, 84 and 88 series workrsrdThe Ordnance
Factory Board / General Manager are authorizedxtthe quotation price
without prior concurrence Accounts Officer / Prpali Controller of
Accounts (Factories).The Accounts Officer pricesd achecks the
arithmetical accuracy of the estimates. He ensthrat orders issued by
Government are not over-looked. Pricing of all mate other than non-
ferrous scrap is done with reference to marketamtrolled price. Minor
difference between ledger and market/controlledepmay be ignored and
ledger rates may be adopted where market ratesoaravailable. Price of
non ferrous scrap is fixed on the basis of theevaluigradel scrap as given
in "The Eastern Metal Review". The prices of otbemraps are calculated on
the basis of the percentage given in the relevaldrs.

In respect of pricing of OFB products against CivilTrade

(a) OFB alone in consultation with Member (Fin)asthorized to quote

minimum price redefined as DM + 50% of DL + costspkcial tools if any

+ cost of special packing if any + cost of utiie.g. power, water fuel etc.
wherever such cost exceeds 8% of direct materddove dispensation is
subject to the following conditions:

(i)  Notwithstanding the above dispensation OFB will ena&ifort to
realize the maximum cost/price that the markethszar.
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(i)  OFB to ensure that no element of truly variablaeneental cash
cost constituting additionally to the total cost account of Civil
Trade Order is left un-recovered.

(i)  The proposed formula to quote minimum price willdgplicable
for exceptional cases only for utilization of capias rendered
idle due to inadequacies of order from services Rach military
forces.

(iv) There will be no change in existing power delegdtedseneral
Managers for determining price to be quoted agdirgil Trade
enquiries.

Accordingly General Managers are anged to quote minimum
price of any civil trade item computed on the basfiglirect labour plus
direct material plus 20% total overhead chargean¥f case a lower price is
proposed, prior approval of OFB should be obtaifeedvhich a case with
full justification should be sent.

Auth: MOD letter No. 5(1)/2000/D/(Prod) dt. 14.0e read with OFB
letter no. 30/CT/Policy dt. 05/11/1996

Non-Recurring Rate and Non-Recurring Revisions to Mterials

(54) The standard Estimates provide for variobsia operations required
for a job as well as quantities and descriptiomasfous materials required.
Cases occur where due to certain defects in matuéon account of vari-
ous causes, due to materials not being to theata®ize or shape it is nece-
ssary to carry out additional operations not predidn the Standard
Estimate or draw materials in addition/excess af grovided in the Stand-
ard Estimate. Authorisation for additional laboyrecation is provided in
N. R. Rs ( Non Recurring Rate Forms) and for makemon N. R. Ms. The
control on issue of NRRs/NRMs is ensured thus -

(i)  Authorizing the Manager, R & E/Works Office ®anction
NRRs/ NRMs upto Rs. 5000/-. Beyond this, sanctibrthe GM is
necessary.

(i)  Prescribed forms should be used.

(i) Reasons necessitating issue of NRRs/NRMs hobe
recorded on these documents.

(iv) Reasons should be scrutinised by Accountsc®fand follow
up action taken for ensuring remedial measuresasex where the
recurrence can be avoided.

53



COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

(v) Separate registers-one for NRRs and anotrekRMs will be
maintained shop/section-wise by R & E Works offadehe factory.
AllNR Rs/NR Ms sanctioned will be  posted warranssv in
the register. Main warrant consists of 5 digitse Tinst four digits are
for the main warrant The fifth digit is reserved fmntrol purpose.
Thus 1 and 2 in the last digit denotes NRRs NRé&4pectively.
Accounts office collects the figure monthly frahe various abstracts
with reference to the control figures and intimatlkee same to the
factory for check with reference to the entries the registers
maintained by the factory. Based on this and otietails remedial
measures are taken.

(vi)  When alternative material is proposed, thevabform will be
used. The financial effect is the difference betw#e value of the
new material and material provided initially.

Timber Costing at Gun Carriage Factory, Jabalpur

55. Logs of various kinds of timber are accountadr the Bin Cards /
Stores Ledgers. These are drawn for conversion pidaks. A monthly
statement is made out by the Saw Mill Section fanwersion of
logs/sleeper to planks.

The columns are

(1) (2) (3) (4) ()

Elements of cost Quantity Rate per Value Recoveries of
in Cft. Cft. of log
Materials Fire wood (Ord )
Opening balance Fire wood
Selected Saw Dust
Drawals during Off Cuts Gr. |
the month Off Cuts Gr. 1l
D. O. No. and date Return to Stores
Balance in hand on
planks
Direct Labour Groups IOR 1
Variable charge% IOR 2
Fixed charge% IOR 3
IOR 4
IOR 5
IOR 6
IOR 7
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IOR 8
IOR 9
IOR 10

Total plank producers

To difference due to
less or excess timber

(6) (7 (8) )

Quantity in Return Note Rate Value
Cft No. & Date per
Cwt

Distribution of Cost

(10) (11) (12) (13) (14) (15)
Wt.No. W.O.No. |. Note No. in Cft Size Value
& Date

The debit side consists of opening balance of &gkdrawals during
the month. To the value of these, labour expendedomversion of logs
and overheads charges on the above are added. thisnthe value of
timber fire wood and saw dust recovered, logs netdrto stores and log in
hand is deducted to arrive at the cost of plankslitted. The planks are
graded in 10 groups according to quality and sizplanks. Quantities of
various groups of planks are posted against eamlpgr There is a mid-
weight fixed by the factory for planks of each gsodotal of mid-weight
for all planks is worked out and there after the&e rper mid-weight is
determined. By applying the rate, the total valtiplanks of various groups
Is calculated. Loss in conversion of logs to plangsreviewed with
reference to the scale fixed and regularisatiomadaken where necessary.

The planks are required to be seasoned. Kiln seagohthe plank is
And the expenditure on kiln season is distributezhtinly to the through
Kiln Cost Distribution Sheet. Along with the ‘KillCost ion Sheet’,
allocation sheet giving the Ticket Numbers, Ratpajf designation of each
I. E. employed against W. 0. 03/00303/00- Kiln se@sg of Timber is
furnished. Kiln Seasoning consists of

(i)  Labour charges including overheads.

(i)  Steam cost as per allocation from steam ctagement, and

(i) Material, if any, from material abstract.

Seasoning Cost = Capacity X Time X Rate

Rate = Seasoning Cost /Capacity x Time
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Based on the rate, the distribution is made tcedbffit planks as sited
below:

Kiln Cost Distribution Statement

Seasoning Rate/Day 100% Capacity

Seasoning Cost = Total P. C. Capacity X Time XeR&Day

Size Stock in Hand Receipts Total Stock

Qty. Value Qty Value Qty. Value Rate
(1) 2 ) 4) (5 6 () (8)
Closing balance Planks seasoned Seasoning charges
Qty. Value Qty. Value P. G. Capacity Time
9 (10) (11) (12) (13) (14)
Seasonal cost Total cost Rate per qty. W. O.

Col. 12 & 15
(15) (16) (17) (18)
Distribution

Wt. No. Rt. Vr. No. Qty. Value
(19) (20) (21 (22)

The guantity shown against '08' series of work otsheler column 13
of the timber Balance Sheet i. e.Saw Mill Sectidtatement should agree
with the quantities of planks seasoned as per ®dat Distribution Sheet.

The Special features are thus the distributionkalih™Cost' and the
allocation of expenditure on suitable basis to ositypes and size of
planks produced.

Organisation of the Ordnance Factory Board (OFB)

56. Ordnance Factory Board was constituted in A[8if9 for achieving
various objectives as mentioned in the generalrootethe subject with-
Chairman / DGOF and 7 Members. The Members loadds #fte operational
division. In addition there is a Member for eactitd following functions:

(i) Personnel

(i)  Finance

(i)  Planning and Material Management

(iv) Projects & Engineering and Technical Services.
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The Chairman is the Chief Executive. As DGOF, he ithe
Administrative Head. All the Ordnance /Ordnance ioqient Factories
except five factories viz. Ordnance Equipment Fyct&anpur, Ordnance
Clothing Factory, Shahjahanpur, Ordnance Paraclkatetory, Kanpur,
Ordnance Clothing Factory, Avadi and Ordnance Egemt Factory,
Hazratpur under Ordnance Equipment Factories ganp five factories
viz. Heavy Vehicle Factory, Avadi, Ordnance Factoledak, Engine
Factory, Avadi, Ordnance Factory, Dehradun & Opkectonics Factory,
Dehradun under Armoured Vehicles Division are urthier OFB. The five
Ordnance Equipment Factories function under Add@&idGOF (Ordnance
Equipment Group of Factories) and five factoriesAomoured Division
function under Additional DGOF (Armoured Vehicledbp of Factories).
For purposes of uniformity in procedure and contifod Additional DGOF,
(OEF) & Addl DGOF (AV) Groups report to the DGOF.

Functions of the organisation of the Principal colier of accounts
(Factories) are integrated with the OFB in regardFactories under its
control. Functionally the Principal Controller ofcéounts (Factories),
Controller of Finance and Chief Internal Auditorpogt to Member
(Finance) in regard to accounting, financial anditawnctions respectively.
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Work Order

01

01

01
01

01

01

01
01
01
01

01
01

01
01

01

01
01

01

SYLLABUS OF WORK ORDERS

Indirect Expenditure - Fixed charges (01)

00001 00

00002

00003
00004

00005

00006

00007
00008
00009
00010

00011
00012

00013
10013

00014

00015
00016

00017

00

00
00

00

00

00
00
00
00

00
00

00
00

00

00
00

00

Description of Work Order

Clerical and other office staff irthg telephone
operators, Checkers, etc
Clerical and other office staff inachgdtelephone operators,
Checkers, etc.
DA/HRAJ/CCA paid to IES belonging tcctemies.
Peons, Orderlies and Messenger.
Gazetted Officers and N.G.Os
() Police, Gate Keepers, Watchmen including
Factory Defence and
(i)  Civil Defence Measures & Fire protection
(i) Inspection Charges,
(i)  Supervisors and
(i) Godown Keepers.
Misc. Store Adjustment including les@eeyond control) to
be Kept out of Production.
Printer’s Shop & Drawing Office.
Holiday and Leave with pay to IEs
Payment to surplus Workmen for Relmerent
Compensation under Industrial Disputes Act.
Idle Time beyond control.
Govt. Contribution to 10D & IOFWP Furfohcluding
workmen)
Superannuation Charges
Govt. matching contribution towardsvNension Scheme.
(Auth: PR/O/146/Amdt./V dt. 24.05.05
() Training in India other than in Ord. Fys.
(i)  Training of apprentices under Act and other
National Scheme undertaken by Ord. Fys.
Maintenance of Railway Sidings.
() Repairs of Electric Installation and
(i)  Minor Alteration to Wiring and Removal & Re-
erection of Telephones & Telephone Mains.
Maintenance of Buildings, Roads eicluding repair to
electric fitting such as lights, fans, radiators. éthich form
integral part of building.

58



COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

01

01
01

01
01
01

01
01

01

01
01
01
01

01
01
01
01
01

01

01

01

00018

00019
00020

00021
00022
00023

00024

00

00
00

00
00
00

00

Depreciation charges on capital asgbes than buildings
& machinery.

Depreciation Charges Buildings.

Factory & Estate Dispensary & Hospitdincluding
hygiene cell) & Anti malarial Measures.

Factory Canteen.

Labour Welfare Fund.

1)  Conservancy, road lighting & maintenance, and
i) Estate Revenue and Expenditure.
Factory School.

000125 OORates, rents and taxes recovered from occuparfectufry

00026

00027
00028
00029
00030

00

00
00
00
00

quarter.
Services for OFB HQRS and servicesotber Factory,
Accounts Offices, the CCA(Fys) including EDP Sewtio
Central Administration(Fys)
Central Administration(Accounts)
Factory Accounts Office
1) Care & Custody of Stock,
i) Miscellaneous Stores Adjustment including losses
(within control) chargeable to production.
i)  Development Expdr. pertaining to
unsuccessful/cancelled items. (Auth:
PR/11/1128/XVI dt. 24.3.99

000131 00 Misc. Credit Adjustment including profit on salesibres.

00032
00033
00034
10034
00035

00036

00037

00
00
00
00
00

00

00

Miscellaneous Adjustments.

Office Furniture and Contingencies.

Depreciation of machinery under chgitnt.

Depreciation of machinery procured euntenewal and
replacement Fund.

Manufacture, upkeep and supply of ssnpatterns etc. to
other Factories departments and Outsiders.

1) Accident Prevention
i)  Clothing of IEs and
i)  Cost of Welfare Measures.

Incidental and Miscellaneous expengess amount
charged direct). For identification of expendituedating to
Transfer of Technology (TOT) ‘I’ may be employedthe
third digit of work order. However, in case onettay is
operating more than one TOT agreement, for ideation
purposes control codes 1,2,3 etc. may be used digi of
this work order. (Auth: PR/V/938/TOT dt. 26.10.06)
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01
01

01

01
01
01

01
01

01

01
01

01

01

01

01

01

00038
00039

00140

00141
00042
00043

00044
00045

00046

00047
00048

00049

00050

00151

00052

00153

00
00

00

00
00
00

00
00

00

00
00

00

00

00

00

00

Stationery stock forms, printing amdling.
Miscellaneous indirect services resdidny other Factories
and Formations.

)
i)
ii)

Unclaimed wages lapsed,
Miscellaneous Adjustments,
Miscellaneous Receipts.

Miscellaneous indirect services foheot Factories or
Formations.

Miscellaneous Equipment & MoveablepgSitongs.

Conversion or break up of articleméan store charge.

Preliminary Expenses.

)
i)

1)

i)

Expenditure on In-House R&D and
Departmental Experiments.

Care & Custody of surplus stock, emergency
reserve, stock-pile items. Care & Custody of
stores & plant during the period between its
declaration for disposal & removal after disposal
& preparation & removing of old redundant
machines for sale.

Loss of stock pile items.

Misc. Allowances granted to IEs leasunt charged direct.
Payment to workmen under W.C. Act mmdry Pay &
payment for infectious disease.

1)

i)
ii)

Training scheme either for appointment as
workmen or for the upgrading of workmen to meet
the requirements of the Ord. Fys.

Training of personnel for Ord. Fys. A.M.s
(probationers)

Training schemes for appointment in supervisory
or equivalent grades in Ord. Fys. Organisation.

Residual value of machines sold oubdk value of
machines Transferred to other Mily formation.

Book value of machines transferred other Mily.
Formations & sale proceeds of machinery

Maintenance of (i) overhead crangsr(otor transport &
(ii) transport other than MT

Relief to be taken of DA, HRA & CCAoahted at constant
percentage to both direct & indirect W.O. S as #& pé
labour charges.
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01 00154 00 Under absorbed fixed charges in réspeanodernised

01 00055 00

01 00056 00

sections transferred to preliminary expenseshén® digit

of this work order ‘I' is to be employed to idemtif
unabsorbed fixed charges on account of TOT. (Auth:
PR/V/938/TOT dt. 26.10.06)

Expenditure incurred towards enviramngrotection and
effluent treatment plant (Auth: PR/VIII/146/AmdDt.
29.4.98)

Expenditure relating to Informatiocht@ology-Hardware,
soft ware, maintenance computer stationery anddihihg
including Expdr. For EDP operation in Fy. (Auth:
PR/O/146/Amdt. /Vol- IV dt. 28.9.03.)
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SYLLABUS OF WORK ORDERS

Indirect Expenditure -Variable charges (02)

Work Order

02 00001/00
02 00002/00
02 00003/00
02 00004/00
02 00005/00
02 00006/00
02 00007/00
02 00008/00
02 00009/00
02 00010/00
02 00011/00
02 00012/00
02 00013/00
02 00014/00
02 00015/00
02 00016/00
02 00117/00
02 00018/00
02 10018/00

Description of Work Order

General Shop Labour

Payment of Night Duty Allowances to IEs

Payment of Incentive Bonus paid to IEs

Overtime Bonus paid to IEs

Idle Time(within control)

Internal Transport and Weighing Machine

Sundry Shop Stores and Articles ofxaemrdable nature for
shop use.

Tools for general shop use includipgirs replacement of
tools, gauges and patterns.

Heat Treatment and Tool Hardeners.

Packing Charges

Repairs.

Other Miscellaneous Receipts.

Cost of utilities including generatiorgistribution
maintenance, repair etc. (The part of utilitiesstcavhich
cannot be charged direct)

Fuel.

BLANK

Maintenance, repair, removal and reterg minor
additions and modifications to machinery including
foundations, belting, oiling etc.

Recovery of cost of electric energy water, etc. supplied
and power and water used for lighting, water supgtey.

IReplacement, rectification or break up of stores
manufactured and supplied to other factories but
returned on account of defective work and accepyed
the consignor factory.

i) Salvage Operation, and

lii) Replacement or rectification of stores manufactured
and supplied to civil indentors as well as service
indentors but returned on account of defective work
and accepted by the consignor factory.

Repair of Defective detonator 4 Secéc7Supplied to
CPMFs ( in OFCH & OF KH for 2 yrs) Auth:
PR/O/146/AMDT/Vol-V dt. 20.10.05
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02

02

02

02

02
02
02
02

00019/00

00120/00

00121/00

00122/00

00023/00
00024/00
00025/00
00026/00

Misc. indirect services rendered byewotfactories and
formations.

Misc. indirect service for other factories or fotma.
Proportionate share of certain factory expensegatsé to
Inspection Section or any other section or fornmatiathin
the factory but not forming part of it.
1) Proceeds from packages and scrap recovered from
inventory machinery etc. and
i) Misc. scrap and surplus components.

Under absorbed variable charges tnaadféo Preliminary
Expenses.

BLANK

Repairs to Furnace.

BLANK

Difference between actual cost of pcbdo and the cost
charged at predetermined rate in respect of snwlliev
items should be booked to this work order.
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MANUFACTURE WARRANT [.LA.F.0.-1935
Section Factory Ext.No
Manufacture Unit Article:- S.W.0. No.
Drawing No. W1t No.
Estimate No. No. of seats
Rate form No. Ordered
Deliveries to Special Remarks For G.M
Commence
Rate of Delivery PIECE WORK CARD RECORD Date of issued
Required.
Completion Quantity{ Manufacture section Enters work giver ou Date
Required by Accn. Section enters opns.paid for Completed
No. Operation| No. Rate | Per Card Date | Quantity| Date Card | Date Quantity | Date
Requd. No. | Issued Compd. | No. | Issued Completed
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I. A. F. O. 1894 (Fac.)

MATERIAL WARRANT

Component to be entered in red ink

No. or sets
Item A.D.R. ordered | P.D.C.
Extract No. | S.W. O. No. Warrant No. V. O. S. (l)|Rep. Order [Manfg.
Section No. Section

Special Remarks

F&eneral Manager

Folio

Material
sanctioned

Unit

Quantity Quantity drawn

Total

Remark
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I.LA.F.O 1889
INDIVIDUAL/GANG WORKER'S CARD (18) / (19)
Factory Month Serial No.
Section Work order No. Warrant No.
Extract No. Ticket/Gang No. Name

Rate from No.

Articles

Operation No. Operation accepted Rate Class of | Amount
ordered (initial beneath number) Cost H./M Rs.
Shop Inspection Account
Initial Initial Initial
Total Labour
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l.LA.F.O. -1383
Indian Ordnance and Clothing Factories
DAY WORK CARD (17)

Factory Centre No. Serial No.

Month Group No. Section
Number & Name Rate
Work | Warrant| Date| Hour | Date| Hour | Hours | Supervisor| Machine| Wages
order No. Given taken | charged| Foreman's| Hand Rs.
No. out in

Signature

Lab.

Account's Initials
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lLA.F. (FAC.)-95
COST CARD
Cost card opened on drgct
Initial of Section Officer Year
No. of the Quantity Warrant No. Work order Section on which the warrant
Extract No. | standard estimatge No. or Sets No. Has been placed
ordered| completed
NOMENCLATURE:-
Month Section Labour Material Vvariable Fixed Other Total cost
Code 11 | Store | Store Prodn. Charges Charge charges Rs.
Rs. Code | Code 21| Code 22 36 Code 39| Code 40 to
20 Rs. Rs. Rs. Rs. 43
Rs. Rs.
1 2 3 4 5 6 7 8 9 10

Total Carried
over
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REPLACEMENT EXPENDITURE

Replacement Warrant NO................cccevveee.
Quantity for replacement ..............c.ccoveene.

Month Section Code 11| Code 12 | Code20 | Code 21 | Code22 | Code 36| Code 37 | Code 38 | Code 39| Code 40 Total

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. to 43 Cost
Rs. Rs.
Brought
Forward
TOTAL

COMPARATIVE COST

Labour Materials Variable charges Fixed Other Total Cost per unit
Charges| Charges Cost RS.
Machine Hand | Store | Production | S.I. N.P. P.M. RS. Rs. Rs.
Rs. Rs. Rs. Rs. Rs. Rs. Rs.
Semi on 1st  April
Expenditure during the year
replacement tools
Total
Less closing semi actual
Estimated Different T
Comments: Retransmitted to the G.M.thwihe following

remarks.
Applicable only when the variation is more than 1086er labour / Material
Forwarded to the G.M for information and returnhnainy remarks he may desire to offer.

LAOD General Manager ........................G.M. Y AW O}
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COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

I.LA.F.O. 1926
DEMAND NOTE 27/57/67
(One item only to be entered on this note)
Factory Section Date Serial No. Work Order No. Warrant No.
Of Note
Ledger No. Description of material Class of cost Unit of Quantity Quantity
Vol. | Folio| Sub. 20
21
28
Rate (in rupees & Decimals) Values (In ruped3ékimals)
Demanded Issued Received by Priced osted
FOREMAN STORE HOLDER FOR FOREMAN ACCOUNTS
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COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

I.LA.F.O. 1927
RETURN NOTE 22/52/62
(One item only to be entered on this note)
Factory Section Date Serial No. Work Order No. Warrant No.
Of Note
Ledger No. Description of material Class of cost Unit of Quantity Quantity
Vol. | Folio| Sub. 20
21
28
Rate (in rupees & Decimals) Values (In ruped3ékimals)
RETURNED RECEIVED PRICED POSTED
A.W.M. STORE HOLDER ACCOUNTS
Foreman

71




COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

STORE LEDGER & PROVISION SHEET

FOLIO & MATERIAL

CODE NO........c......
Factory............. Vocabulary Section ............. Danger Level ........ Unit of Quantity...... Code No. ..........
Nomenclature ................ Drawing NO. ............... Mexum ................ Group NO.....occvvvvrniinnnnn.
USe. i Specification ................ Oraeg Level.........ccoovviiinin. Location..................
Substitute if Offered................. Do B Baof Last StOCKING ....c.vnei e
Source of SUPPIY e, LaReviewed ON .......cooviii i
Last 3 Working
Years. M.R. Balance Reserves Date | Initial| Date Initial Date| Initial | Date Initial Date Initial
Issues
19 PEACE
19 WAR
19
Provision | Vork Folio QUANTITIES VALUES
: Order :
Information Py Date Material | Voucher| From Ooen Clos Rate| opent Clos
W,%rram CNoge No. | orTo ng;:gg Receipts Issues Ba(l)asl:lncge ng;:gg Receipts| Issues Bacl);lnc%
0.
The opening of this is Authorized on ............coceviii i,
AcCts. SNn.....ooovvvieeeeees. Provn Sna
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COST ACCOUNTING IN ORDNANCE AND ORDNANCE EQUIPMENT FACTORIES

lLA.F. (FAC-39)
PRODUCTION LEDGER CARD
Extract Balance S.W.0.
Warrant| No. ordered No. Completed| Unfinished | Finished| Description
No. Date No. ordered semi semi Unit of Quant.
Estimate )
Etc. Per(Unit
of
No. | Rate Quantity)
Warrant
Receipts Rejections Issues Remarks regarding covering
sanction
Inspection | Unity of Unity of Value P. Issue| Unity of Value
Note No. | Quantity Quantity Vr. No. | Quantity
and Date &Date 9
1 2 3 4 5 6 7 8
Finished
Semi B.F.
Total

MCHK 021907
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