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a) Revenue cycle flowchart 
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b) Expenditure and cash disbursement cycle flowchart 
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 Which of the following topics is the focus of managerial accounting? 

a. Financial statements and other financial reports. 
b. Historical cost principles. 
c. The needs of creditors. 
d. The needs of the organization's internal parties. 

 

 

 

 

 

 



©TAC all rights reserved 

Certified Management Accountants Vol.1 Intro-12 

 

(d) Choice "d" is correct.  Managerial accounting focuses on the needs of internal 
users (managers) and on data relevant for decision making. 
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 1. Financial statement Product costing                        

 

financial statement

cost accounting

1

Cost accounting financial statement

 
Income statement Balance sheet inventory 

Revenue  

Expense  

Profit   

 
2

Cost accounting unit cost of product Product 1units

costs financial statement

 
 

 

Income statement Balance sheet inventory 

Revenue  

Expense  

Profit   
 

financial statement cost accounting

product costing  

 
1 Merchandising company  
2 Manufacturing company  



1. Product Costing 

Certified Management Accountants Vol.1 1-3 

 2. Cost                

 

 Costs  

 

 

Resource costs

Costs cost of goods purchased

 

 Classifications of costs  

3

Manufacturing costs  

costs Factory costs  

Selling costs selling expenses  

costs  

General and administrative costs G A  expenses  

costs  

 

 

 

 

 

 

 

 

 

 

 

Unit cost of product product manufacturing costs
selling costs general and administrative costs product  

 
3 costs total costs  

  
Product

  

General and administrative costs 

Manufacturing costs Selling costs 



©TAC all rights reserved 

Certified Management Accountants Vol.1 1-4 

 Classifications of manufacturing costs  

Unit costs manufacturing costs

product manufacturing process

product

 

 

 

 

 

 

 

 

input output conversion  

 

 

  resource  

 
Materials / Material costs  

costs  
 

Labor costs  

costs  
 

Expenses  

  costs4  
 
 

 

product  

 
Direct costs  

product costs  
 

Indirect costs  

product costs  

 

 
4 expenses  

Manufacturing process 
 

Product A 

Product B 

Product C 

Input Output 



1. Product Costing 

Certified Management Accountants Vol.1 1-5 

manufacturing costs

 Direct costs Indirect costs 

Materials 
Direct materials 

raw materials  

Indirect materials 

supplies  

Labor costs 

Direct labor costs 

wages  

Indirect labor costs 

supervisory salaries 

 

Expenses 

Direct expenses 

direct expenses

 

Indirect expenses 

property taxes
rent insurance

depreciation
 

 

Indirect materials indirect labor costs indirect expenses  

factory overhead factory burden
 

 Direct costs Indirect costs 

Materials Direct materials 
factory overhead 

factory burden  
Labor costs Direct labor 
Expenses  

 

Direct materials direct labor prime costs  

direct labor factory overhead conversion costs
 

 

 

Direct Materials Direct Labor Factory Overhead 

 

 Conversion Costs 

Prime Costs 



©TAC all rights reserved 

Certified Management Accountants Vol.1 1-6 
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 Product costs vs period costs  
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6 Product costs are all costs related to the manufacturing of the product. Product costs are 

inventoriable (i.e., considered as assets before the product is sold). 
7 Period costs are expensed in the period in which they are incurred and are nnot inventoriable. 
8 Manufacturing costs are specifically capitalized to the cost of the manufactured product, 

according to various available and appropriate methods. Non-manufacturing costs (e.g., selling 
general and administrative expenses) are expensed in the period incurred. 
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