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Introduction

This tutorial is intended to familiarize you with costing and scorecarding using Oros Modeler or Oros
Quick.

This introduction addresses:

Scope of this tutorial

Before beginning this tutorial

Tutorial conventions

Comparison of Oros Modeler and Oros Quick
Online Help

Technical Support

0O 0O 00 0 O O

Additional training and tutorials

Scope of this tutorial

This tutorial presents, through a series of hands—on practical exercises, the basic tools and tasks needed to:
Q Implement an activity—based costing (ABC) model of your company

Q Provide a performance management framework that aligns, measures, and communicates
organizational goals and strategies using a scorecard

Before beginning this tutorial, read the Release Notes. The Release Notes contain any last-minute changes
or additions to the application. You will find the Release Notes in the Start menu.

To complete the model-building process, move through this tutorial from beginning to end — exactly as it
is presented.

If you are new to activity-based costing

If you are new to activity—based costing, you may benefit more from this tutorial by first learning more
about activity—based costing. A number of books, articles, and videotapes present excellent overviews of
this methodology. Even without this background, you will learn some basic activity—based costing concepts
by completing this tutorial.

If you are experienced with activity-based costing

Even though you may know activity—based costing, work through this tutorial to become familiar with
Oros Modeler or Oros Quick — the concepts, commands, and dialog boxes.
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Before beginning this tutorial

Before you begin this tutorial, you should be familiar with basic Windows operating system techniques
such as:

Starting and quitting applications
Selecting commands from drop—down menus
Working with windows (opening, closing, scrolling, moving, minimizing, and selecting)

Creating directories or folders

0O 0o 0 O

Terms such as drop—down menu, window, dialog box, list box, and text box

Tutorial conventions

This section discusses the conventions used throughout this tutorial.

Fonts
This Font Represents Example
Typewriter Files, folders, and path names Open the model named Tyler.mdl.
Bold Menu > Command Select File > Save Model As.
User Input Type Tyler Electronics.
User interface elements such as Select Calculate Specific Modules.
menus, dialog boxes, buttons, or list
items
Procedures

A procedure is a task, or “lab exercise,” that includes a set of numbered step—by—step instructions. Some
steps are followed by a comment or an explanation. A section with the following format convention
indicates a procedure:

> Begin this tutorial
1. Perform step one.

Explanatory comments and illustrations, explaining and displaying results of proper completion of
preceding steps, are included between steps when necessary.

2. Perform step two.

Notes

A note indicates additional information that is relevant to the procedure you are performing. This is the
convention for indicated a note:

Note:  Text set off in this manner presents important information.

Oros ABC/M and Oros Scorecard Tutorial 2



lllustrations

Introduction

Depending upon your display settings, and the number of times you perform a step or procedure, the
application windows may differ slightly from the illustrations presented in this tutorial. If you enter, then
delete, then re—enter accounts, cost elements, or objectives, the ReferenceNumber may differ from the
illustration. The displayed order of accounts or objectives may differ if you close and reopen the model.

Consider the illustrations to be a guide.

Screen illustrations will usually show only the pertinent portions of the screen being discussed.

Comparison of Oros Modeler and Oros Quick

Oros Quick is a demo version of Oros Modeler. The following table lists some of the differences between

Oros Modeler and Oros Quick.

Oros Modeler

Oros Quick

Program group name is Oros

Program group name is Oros Quick

Model files use the extension AML. For example,
TYLER.AML

Model files use the extension MDL. For example,
TYLER.MDL

Allows multiple users

Allows only a single user

Provides an Administrator application for issuing
logins and rights

No Administrator application provided because the
application is single user

Includes an auto—save option

Does not include an auto—save option

No limit to the number of accounts that can be
added in the Resource, Activity, and Cost Object
modules

Limited to 24 accounts within the Resource,
Activity, and Cost Object models. More than 24
accounts can be created but then the model cannot
be saved

No limit to the number of objectives that can be
added in the Scorecard module

Limited to 6 objectives in the Scorecard module.
More objectives can be created but then the model
cannot be saved

Online Help

The Online Help is a comprehensive information system with full text search capabilities containing a

wealth of knowledge about the application. It includes:

O Detailed step—by—step instructions to complete specific tasks

Q Information about new features

O Reference material about other functionality

Oros ABC/M and Oros Scorecard Tutorial
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Technical support

If you encounter problems that you cannot solve by reading Online Help or the Release Notes:
Q Collect as much information about the problem as you can

O Review the pertinent sections in Online Help

O Write down the steps you performed before the problem occurred

O Write down any messages that appear on the screen

When you are ready to contact ABC Technologies, send e—mail to support@abctech.com providing the
information you collected.

Note: Because Oros Quick is a demo version of Oros Modeler, technical support for
Oros Quick is limited to installation problems only.

Additional training and tutorials

Additional training and tutorials can be found at the ABC Technologies, Inc. corporate web site,
http://www.abctech.com, and companion web site, http://www.bettermanagement.com.
BetterManagement.com offers in—depth content on selected management concepts aimed at improving a
company’s performance. The web site is a comprehensive source for performance management information
and resources including training and tutorial materials.

Topics covered include value—based management, profitability analysis, strategic enterprise management,
activity—based costing/management, business intelligence, performance measurement, and the balanced
scorecard.

In the next lesson

Now you are ready to get acquainted with activity—based costing.
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Introducing Activity-based Costing

Activity—based costing (ABC) is a system that maintains and processes information about the activities a
company performs. Using the application, you build one or more models to maintain ABC information.
You can keep all the information in one model or build many models (for example, one for costing each
department or each process). Every model includes a set of basic components: the resources, activities, and
cost objects.

This lesson addresses:

The ABC model and CAM-I (Consortium for Advanced Manufacturing International) standards
Basic steps to building a model
Collecting information
Creating a model folder
Installing the application
Starting the application
Creating the new model files
Saving the model
Automatically saving the model
The main window

Exiting the application

0O 0O 0000000 0O 0O O

Opening an existing model

The ABC model and CAM-I standards

ABC assumes that activities cause expenditure of resources and that cost objects — the results of activities
or products and services produced — create the demand for activities.

The Consortium for Advanced Manufacturing International (CAM-I) develops standards to define critical
business issues and to model effective strategies and solutions that resolve cost and resource management
issues. Oros utilizes the CAM-I standard for activity—based model development.
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Cost Assignment View

Resources

Resource
Drivers

=

Resource
Cost
Assignment

Process View

s

' Cost Drivers Activities | Eerlormance
i Measures

d

Activity
Cost

Adapted from the CAM-/ Assignment
Glossary of Activity-Based
Management, edited by Norm
Raffish and Peter B.B. Turney,
{Arlington: CAM-1, 19%91).

=

Cost
Objects

The Cost Assignment View

An ABC system allows you to identify the activities performed, associate resources (expenditures) with
those activities, and flow the cost of activities to cost objects. Resource Drivers (typically, general ledger
entries such as payroll, utilities, or materials) drive expenditures to activities. Activity Drivers (such as the
number of part numbers or the number of setups) drive activity consumption to cost objects. This includes
information about costs of objects such as products, services, markets, distribution channels, engineering
projects, or customers.

The Process View

An ABC system allows you to expose the relationship between why work is done and the results of that
work. In ABC terms, Cost Drivers drive the reason for activities and the effort needed to engage in the
activities. Performance measures drive the achieved results of activities — the efficiency, the required
completion time, and the quality of the activities performed.
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Basic steps to building a model

The following list of steps summarizes the process for setting up and analyzing information for an activity—
based costing system. This method is described completely in the lessons and exercises that follow.

1

Collecting information
Collect resource (expenditure), activity, and cost object (products and services) information to
build your ABC model.

Building modules, centers, and accounts
Create three modules to organize your resource, activity, and cost object accounts.
Create relevant cost accounts and organize them into centers.

Building drivers
Build a list of drivers that measures the consumption of expenses and activities.

Creating assignment paths
Create the paths used to assign cost among accounts and select the driver for each source
account.

Adding attributes and performance measures
Define and add attributes and performance measures to the appropriate accounts.

Adding bills of cost
Define and link external and internal cost units to accounts.

Entering data
Enter resource costs, driver qualities, output measures, and other data for a specific period of
time. Create a dimensional view of your model activity and cost information.

Calculating costs
Calculate costs and display the results.

Developing a scorecard
Measure and communicate company goals, strategies, and objectives.

10

Analyzing a scorecard
Analyze and monitor your company goals, strategies, and objectives

11

Generating reports
Review, validate, and analyze activity—based costs to determine company direction.

Collecting information

Activity—based costing projects begin with collecting information. Information concerning resources
(expenditures), activities (tasks), and cost objects (products and services produced) provides the basis for
building an ABC model. The Tyler Electronics company information is provided in this tutorial.
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Tyler Electronics company

Tyler Electronics, a fictitious company looking to use activity—based information to more clearly
understand costs and profitability, and wishing to use this information as a foundation for Performance
Management, is used as the example throughout this tutorial.

Tyler Electronics compact disc (CD) products roll off the production line of various Tyler plants 24 hours a
day. The CD manufacturing plant produces a CD changer, model XM-100, that accounts for 80% of the
company’s production capacity. The remaining 20% of production capacity is absorbed by a CD specialty
product, model XM—500. Film and video producers use the XM—-500 CD changer as part of an advanced
retrieval system for sound effects. These customers can order unique options as well.

Tyler calculates production support costs using a traditional process. The traditional company accounting
system collects the production support costs for all the plants into functional responsibility centers such as
Production Control, Quality Assurance, and Receiving. The system allocates production support costs to all
the plants. For instance, Tyler allocated $100,000 per quarter to the CD manufacturing plant. Tyler then
allocates production support costs to production based on direct labor dollars. In this case, the costs
allocated to the products are: $70,000 to the XM—100 product, $30,000 to XM-500 product.

Despite the similarities in the products, the specialty CD changer, with all its options, has higher costs. The
XM-500 requires more people for production support, for performing various manufacturing functions, and
for updating and programming the corporate computer—based marketing and sales information system.

Tyler’s CD plant production manager insists that traditional cost management methods lead to inaccurate
costing. The manager suspects that the XM—500 product and options actually consume more costs than
reported by the current system. This is indicated by downtime on the high—priced specialty machinery,
insufficient component availability, difficult and expensive testing, excess inventory, and employee
overtime. The production manager contends, therefore, that Tyler Electronics is not making as much profit
on the product as the traditional cost management system indicates.

Because of the trouble with this low—volume specialty product, Tyler Electronics decided to use activity—
based costing methods both to verify and validate their current pricing and margins and also as a basis for
strategic planning. The company hopes to improve decision—making by basing its decisions on more
accurate cost information.

Are Tyler’s current cost management system calculations correct? Significant product line or capacity
decisions will depend on the answer.

Creating a model folder
For Tyler Electronics, you will build a model called Tyler. You need to create a folder to hold the model.

» Create a folder
1. Start Windows Explorer.

2. Create a folder named TYLER to hold the model you are about to build. For example, C: \TYLER.

Oros ABC/M and Oros Scorecard Tutorial 8



Introducing Activity—based Costing

Installing the application

A system administrator usually installs Oros Modeler. You can install Oros Quick.

>

Install Oros Modeler

Oros Modeler is typically installed and maintained by a designated Oros system administrator. See your
Oros system administrator to help get you started and to provide you with an Oros login name and
password.

>
1.

Install Oros Quick
Unzip the downloaded Oros Quick file.
Run SETUP . EXE to start the installation.

Note:  Oros Quick does not require a login name or password.

Starting the application

Oros Modeler and Oros Quick are both started from the Start menu.

> Start Oros Modeler

1.

Select Start > Programs > Oros [version #] > Oros Modeler.

You see the Oros Login dialog box.

Oroz Login E

Mame: I.&dmin
N Bazsword: I

QK I Cancel | LChange Pazzword...

In the Name text box, replace “Admin” with your Oros login name as set up by you or your Oros
system administrator.

Type your Password.

As you enter each character, an asterisk (*) appears in its place. If you do not have a password, leave
this empty. Not all organizations use passwords.

You will see the product splash screen appear and disappear. When the program opens, you see an
empty workspace with a menu bar and toolbar at the top, and a status bar at the bottom.

Click OK.
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» Start Oros Quick
1. Select Start > Programs > Oros Quick > Oros Quick.

You will see the product splash screen appear and disappear. When the program opens, you see an
empty workspace with a menu bar and toolbar at the top, and a status bar at the bottom.

Creating the new model files

The previously created TYLER folder will contain the model files you are about to build.

» Create a new model

1. Select File > New Model, or click QI on the toolbar.
You see the Model Summary dialog box with the default model Title (PLUSTEMP) highlighted.

Model Summary [ x|
— Model
Filenamne: PLUSTEMP.AML J= PLUSTEMP
Period: Period 1
Description:
\~ .
————_ Oros Quick uses the
file extension .MDL
e Mame Actual Budget
Resource: Resource $0.00 $0.00
Activity: Activity $0.00 $0.00
LCost Dbject:  |Cost Object $0.00 $0.00
Scorecard: Scorecard $0.00 $0.00
QK I Cancel | Help |

2. Replace the default Title with Tyler Electronics.

The title is not the same as the model filename. The title appears in reports that you create and should
be long enough to clearly identify the model. The filename is assigned when the model is first saved.

3. To communicate the purpose of this model to other team members, or to make a record of what you
have created, type the Description:

Assigns the production support costs to the setting up, scheduling, inspecting, and assembling
activities. Assigns the activity costs to the XM-100 and XM-500 products and the power supply
component.

4. Click OK.

You see a module window with Resource [Period1] [Named View — Multilevel] displayed in the title
bar.
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Introducing Activity—based Costing

Saving a model is the same as saving files in other Windows applications. As you work, you should save
your model whenever you have made changes or additions you would not want to lose.

>

Save a model

1. Select File > Save, or click El on the toolbar.
Because you are saving the model for the first time,

2. Navigate to the C: \Tyler folder.

3. In the File name text box, type TYLER.

Save ir: |@ Tyler j gl
File name: ITerri Save I

Save as lype: IABC Models [*.aml)

j Caticel |

Concurrent Model Access

& Single Tool Highest Performance]
' Multi-tool
© Bllow Access by Other Users:

) Fullisceess €01 Bead-anly

Mare Information... |

" Open as Read-Only

you see the Save Model As dialog box.

_— Oros Modeler

Save Model As EHE

Save ir: |@ Tyler j gl
File name: IT_l,lIerI Save I

Save az lppe: IABC Madels [*.mdl)

j Cancel |

Oros Quick

/
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4. Click Save.

The model file (Tyler.aml or Tyler.mdl) is created. Additional support files required by the

model are also created.

Note: Only one model can reside in a folder. Do not save a model in a folder that
already contains a model unless you intend the new model to replace the
existing model. You are asked to confirm replacement of an existing model.

Introducing Activity—based Costing

Automatically saving a model

To help prevent data loss, there is an auto—save feature that saves a model automatically at a repeating,

preset interval. The default interval is 10 minutes. At the end of each interval, you see a dialog box asking

you to save your changes.

Note: Auto—save is not available in Oros Quick.

Oros Modeler

& Autorsave: Save changes?
I:anc:ell

> Change the auto—save time interval
1. Select Model > Options.
You see the Model Options dialog box.

Model Options
Scorecand | Conditions I Flanning
General | Diriveer I Cost Elements I Security

Mumber of Decimal Plac

Dizplay and Reports IE 3:
Storage IB 3:

-
W futo Save Model  Eweny |1D 3; Minutes

Define Model's Base Currency:

| English [United States) =

Show empty dimensional cells as: |[Blank]

For Reveriue
% se Sales Table
© Use Attribute: I ﬂ

[T Consolidate Dimerzional data during calculate

QK I Cancel Help

Auto-save is not available

" in Oros Quick
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2. In the Every text box, set the number of auto—save interval minutes.
Note:  You can disable the auto—save feature by clearing Auto Save Model.

3. Click OK.

The main window

The following figure illustrates the main window displaying the Resource module for the model named
Tyler.aml (or Tyler.mdl for Oros Quick). There are three other similar module windows in which
you will be working — the Activity module, the Cost Object module, and the Scorecard module.

Note: The model name does not appear in the title bar until you save the model.

Model == Oros Modeler - Tyler.aml
S

Name File Edit Model Moo Tenod Wiew Tools Window Help
o DlslEis] sinlel ) sll-le) =7 = S si@kelx] slalol ol el |
Standard == Resource [Period 1] [Named View - Multilevel] [_ (O] =]
Toolbar L ReferenceMumber
Resource
Resource Columns display property data
Summary
Center Active View
oo Mo
Window [
1 I
Status e 07 HENP, press F1 Single Tool |ﬁ:8_ Mﬁ l_ l_ L
Bar

Properties and columns

Columns in a module display properties associated with items in the model. For example, to display an
account’s reference number, the property ReferenceNumber can be added as a column. By default, the
model is initially set up to display the Name, Reference Number, and Cost properties of each center,
account, and cost element. There are many other types of properties that you can add to your views; you
will become familiar with them as you gain more experience.

Summary center

By default, each module opens with a summary center displayed. Its purpose is to roll up the costs of all
accounts in the module.

Status bar

The status bar at the bottom of the window provides information about the module: the active module, the
active view, and whether or not your model should be calculated to incorporate changes.
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Toolbars

There are two toolbars: standard and assignment. As you pause the mouse pointer over a toolbar button,
you see a tool tip describing the button function. Some buttons are available only when their function can,
or should, be used. For example, when your model requires calculation, the Calculate button is available.
You will learn about some of the individual buttons on the toolbar as you go through this tutorial.

Standard toolbar This icon is not available in Oros Quick

=i |§§|ﬁ|€'@5l"4/| e [ = BE= LY

The standard toolbar is always visible and provides shortcuts to many basic model building and
maintenance functions.

= ERE E = EE =S

Assignment toolbar

Zz][rlis]

The assignment toolbar is displayed only when you create assignment paths. Assignment paths are built in
Source or Destination view. The assignment toolbar allows you to insert source accounts and to show and
clear assignment paths — more on this in a later lesson.

Views

There are three views that change the way that information is displayed — Multilevel, Destination, and
Source.

0 Multilevel view _I — view and change the hierarchical structure in a module

Q Destination view il — view and work with the contribution of costs to destination accounts from
source accounts. The current module’s accounts are the destination accounts

O Source view ﬁl — view and work with the assignment of costs from module source accounts to
destination accounts

When a new model is created, Multilevel view is displayed automatically. Most often, you work in
Multilevel view when you create and manipulate a module hierarchical structure. The Destination and
Source views will be discussed in more detail as you proceed.

Each view has its own basic column setup. For example, the basic columns in Multilevel view are Name,
ReferenceNumber, and Cost. This is also referred to as a “named view.” Other named views are
Destination view and Source view. Each named view has its own default column setup. You can also create
your own column setup and save it as a named view. See the Online Help for more information.
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Exiting the application
1. Select File > Exit.

If you have made changes since the model was last saved, you see a dialog box asking you to save
changes.

Oroz Modeler

Oros Quick uses the
& Save changes to C:ATYLERSTYLER . AML? file extension .MDL

Mo | Catcel |

2. Click Yes.

This closes the model and exits the application

Opening an existing model
1. Start the application.

For directions, see “Starting the application” on page 9.

2. Select File > Open Model, or click EI on the toolbar.
You see the Open Model dialog box.

Open Model H

1 Oros Modeler
Look i Ia Oros =l gl /
Bin
JavaClient
PlarringSariples
Samples
Tutorial
File pame: | Dpen |
Files of type:  [ABC Models (am] =l Cancel
Concunent Model Access
& Single Tool (Highest Performance)  © 9%
€ Muitool llows the model 1o be apsried by ons
 Allow Access by Other Users: tool at a time.
Rl £coess € Read ol More Infarmation... |
™ Open as Read-Oniy
Open Model HE / Oros Quick
Lockin: | ‘4 Quick | =
Images
File name: | Open |
Files of tpe:  [A4BC Modss (-mel] | Cancel

I™ Open as read-only
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3. Navigate to the TYLER folder, and open it.
4. Select the model file (Tyler.aml or Tyler.mdl).
5. Click Open.

You see the Tyler Electronics model open.

In the next lesson

Next, you will build the Resource, Activity, and Cost Object modules.
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accounts
1 —

Once the files have been created to contain the model data, you are ready to begin building the model.
This lesson addresses:

Building by design

Model structure

Building the Resource module structure

Creating a center

Creating an account

Building the Activity module structure

Building the Cost Objects module structure

0O 0O 00 0D 0 o

Working with properties and columns

Building by design

Before beginning to build a model, evaluate and make preliminary decisions about the design of the model.
Just as a building contractor needs a plan before beginning to build a house, a model builder needs a plan
for the structure of a model before beginning to build.

Factors that influence a model’s design include the:

Q Purpose of the model — the operational or strategic questions the activity—based cost program is
intended to answer

Q Types of reports that will be needed
O Data already collected and their format
O Data needed that are not being collected

This tutorial uses a simple design and focuses on the steps for building a model. The design of the model
and the effort it takes can be simple or complex. The model builder will need to understand these factors,
and others that are unique to each modeling situation, to arrive at a design.
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Terminology

The discipline of activity—based cost management (ABC) has a set of specialized terms Some are used in
this tutorial precisely because of their specialized meaning to the theory and practice of ABC. As these
terms are introduced, this tutorial provides brief definitions; more complete definitions can be found in the
CAM-I Glossary of Activity—Based Management. A glossary is also included in Online Help.

Model structure

Information in a model is organized by structures called modules. Modules organize model information to
make it easier to manipulate and view. A basic model is built with three modules: the Resource module, the
Activity module, and the Cost Object module.

Resources Activities Cost Objects

Center Center Center

—T

E Account E—}-F Account a E Account }—h{ Account ]] I Account %—}-I[ Account }

[ . } | || 1|

3 T

In the rest of this lesson, you will work with modules to store information about resources (expenses),
activities, and cost objects (products, services, or customers).

Each of the three modules is built individually but uses the same procedure. Each module has the same
characteristics but contains different types of information:

O Module name
Q Summary center
Q Properties and columns

The fundamental objects used to track costs within modules are accounts. Accounts contain cost elements.
Cost elements are actual and budgeted costs for an account. The cost of an account is, therefore, the sum of
its cost elements.

Accounts can be grouped into centers. Each module has at least one center (the Module Summary center).

Note: Oros Quick is limited to a total of 24 accounts within the Resource, Activity,
and Cost Object modules. More than 24 accounts can be created but then the
model cannot be saved.

Resource module

The Resource module contains the expenses (or costs) for the company or department being modeled
(salaries, materials, and depreciation).
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Activity module

The Activity module contains activities. Activities have centers and accounts with cost elements. Costs
may be assigned to activities from resource accounts or from other activity accounts.

Cost Object module

The Cost Object module contains cost objects (products, services, channels, customers). These cost objects
are assigned costs from resources, activities, other cost objects, or any combination of the three.

Building the Resource module structure

Start by creating a structure to hold the resource costs in the model. Most accounts in the Resource module
have at least one cost element, so it is a good idea to set the model options so cost elements are added
automatically each time you add an account.

> Automatically add cost elements
1. Select Model > Options.
You see the Model Options dialog box.
2. Click the Cost Elements tab.
3. Inthe Automatically Add Cost Elements in section, select Resource Module.

With this option selected, at least one cost element will be available to receive resource account

expenditures.
Model Options E
Scorecard I Conditions | Flanning I
General I Driver Cost Elements | Security

Include Bill of Cost

¥ In¥iews and Reports

¥ In Assigning Cost

Automatically Add Cost Elements in

Idle Flow

¥ Include Idle Companent

QK I Cancel Help

4. Click OK.
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Creating a center

Centers, represented by a folder icon [:', allow grouping of related accounts. For each module, a summary
center is created by default. This topmost center in a module is called the Module Summary center. Place
any other centers and accounts within this Module Summary center so that, all costs will roll-up within it.

For this lesson, you will create a center for the Manufacturing department and create an account for
Production costs in that center. The cost element is automatically added to the Production account. If you
add other Manufacturing accounts, place them in the Manufacturing center.

» Create a center

1. Select Modules > Resource Module, or click gl on the toolbar.

2. Select the Resource Module Summary center.

s= Resource [Period 1] [Named View - Multilevel] |_ (O] x|

Name ReferenceN
$0.00

O
Resource Module Summary center

w
1| | »

3. Select Edit > Create Center, or click ﬁl

You see a new center created with the default name Account Centerl.
4. Double—click the name Account Center1.
5. Type Manufacturing.

6. Press Enter.

w5 Hezource [Period 1] [Mamed Yiew - Multilevel] M=l E3

Hame ReferenceM
" Resource $0.00
[ Manufactuing |1 $0.00

-
1| | v

Note: When you need to modify an item’s name as completed above, you need to
select only the item’s name, not the icon representing the item (that action
selects the entire row). If you double click the item’s name, you see the item’s
row selected and a box surrounding the cell, indicating you can change the
contents of that cell.

[ 7 dccount Center] ||
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Creating an account

Now you are ready to add the Production account to the Manufacturing center.

Note: Oros Quick is limited to a total of 24 accounts within the Resource, Activity,
and Cost Object modules. More than 24 accounts can be created but then the
model cannot be saved.

» Create an account
1. Select the Manufacturing center.

Accounts and centers are added below the selected account or center. When adding an account or
center, select the account or center to which the new account or center belongs. The new account or
center is added to the top of the selected account or center list. You can re—order the accounts and
centers later by dragging them.

2. Select Edit > Create Account, or click gl on the toolbar.

You see a resource account named Accountl added to the Manufacturing center. You can tell it is a
resource account because the top tier of its icon M= is highlighted.

A symbol beside the Accountl resource account indicates that you can expand the account to a
lower level, to view its cost elements. Remember that you enabled the application to automatically add
a cost element whenever you add a new resource account.

3. Click to the left of the Account1, or select Account1 and click on the toolbar.

You see an entered cost element &3 that enables you to enter costs for the account. To see the entire
name of the cost element, you may need to resize the Name column.

Note: You can also create a cost element by selecting an account and clicking & on
the toolbar.
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» Resize a column
1. Move the mouse pointer over the right edge of the Name column heading.

2. When the pointer changes to a pair of parallel vertical lines with arrows pointing left and right, drag
the column separator to the right and then release the mouse button.

== Reszource [Period 1] [Named Yiew - Multilevel] H=lE3

Hame ReferenceN
A Resource
B Marufacturing 1

EF ™= sccount] 1

(2 Cost Elg1

m= Resource [Period 1] [Nan_led Yiew - Multilevel]

Hame \| ReferenceN =
i Resource $0.00
il— B+ "=3 Manufactuing 1 $0.00
EF ™= iccount] 1 $0.00
C &) Cost Element] 1 $0.00

=
14 | »

Tip: You can also double—click the right column separator to resize the column

» Rename an account
1. Double—click Account1.
Type Production.
Press Enter.

2
3
4. Double—click Cost Element1.
5. Type Production Cost.

6

Press Enter.

®% Hesource [Period 1] [Named View - Multilevel]

Mame Referencel

"l Resouice £0.00
| t anufacturing 1 $0.00
CF ™= Production 1 $0.00

L &%) Production Cast |1 £0.00

-
4| | v

7. Save the model.
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Building the Activity module structure

An activity is a task that consumes resources. Examples of activities include setting up a machine to
produce a particular part, scheduling production of a certain number of products, or inspecting a batch of
parts. In a model, you can identify activities and calculate their costs.

Next, you will use the Activity module to store information about production support activities at the Tyler
Electronics plant. As you recall from the discussion about creating centers, the topmost center in a module
is called the Module Summary center.

Creating activities

You will open the Activity module, and then you will create four activity accounts.

> Open the Activity Module

1. Select Modules > Activity Module, or click SI on the toolbar.

2. Select the Activity Module Summary center.

» Create activity accounts

1. Select Edit > Create Account, or click gl on the toolbar.

You see a new activity account created with the default name Activity1. You can tell it is an activity
account because the middle tier of its icon E is highlighted.

Double—click Activity1.
Type Setting Up.

Press Enter.

vk v

Use the procedure you just learned to create three more activity accounts named:

Scheduling
Inspecting
Assembling

:Acti\rity [Pernod 1] [Hamed Yiew - Multilevel]

Mame ReferenceN umber Cost B
T Activity %0.00
= Setting Lp 1 40,00
£E Scheduling 2 4000
Inzpecting 3 $0.00

E Azzembling |1 |

1| |L|J

6. Save the model.
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Building the Cost Object module structure

You have used one module to hold resource information and one to hold activity information. Products,
customers, or services that consume activities are cost objects. The Cost Object module will hold
information about the products manufactured at the Tyler Electronics CD plant: the XM—100 and the
XM-500, plus the power supply that goes into both. The following diagram represents the Resource,

Activity, and Cost Object modules for the Tyler Electronics model.
Resources Cost Ghjm:ta|
—i HM-A00

L:—x
[ xms00

—

— Pwir Supply

Usually, products are grouped into centers by categories. For this tutorial, you will simply add the products
to the Cost Object Module Summary center.

Creating cost objects

Next, you will move to the Cost Object Module and add two Tyler Electronics products: the XM—100 and
the XM-500 plus the Power Supply.

> Open the Cost Object Module

1. Select Modules > Cost Object Module, or click EI on the toolbar.
2. Select the Cost Object Module Summary center.

> Create cost object accounts

1. Select Edit > Create Account, or click gl on the toolbar.

You see a new cost object account created with the default name Cost Object1. You can tell it is a cost
object account because the bottom tier of its icon = is highlighted.

2. Double—click the name Cost Object1.
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3. Type XM-100.
4. Press Enter.

5. Use the procedure you just learned to add two more cost objects named:

XM-500
Power Supply

== Cost Object [Period 1] [Named View - Multilevel]

MName R eferenceMumber Coszt -
"7 Cast Object £0.00
i M-100 1 $0.00
o 2M-E00 2 $0.00
| T et Power Supply [|3

-
1| | »

6. Save the model.

Working with properties and columns

By default, a model is set up initially to display the basic properties of each center, account, and cost
element. These basic object properties are name, reference number, and cost. There are other types of
properties that you can display. In the example the follows, you will add the FullName property in a
column in the Resource module. This new column will display the full path of each of the items in the
model.

» Select and display a property in a column

1. Select Module > Resource Module or click gl on the toolbar.
2. Click the Cost column heading.
You see the entire column selected.
3. Select View > Add Column.
You see the Add Column dialog box.
4. Click the Property tab.
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5. From the Property drop—down list, select FullName.

Add Column E
“rield Flanning I Trending I
Fraperty | lcan i Calculated Yield is not
— [~ available in Oros
LTRERY: | FulM ame =l FEormat | .
Drriverluantity T ype - Qule
Title: DriverRate b _
= DrriverType = Himerc
DriverW'eight_ & Lotual
Dualiier W&cess&uanm ! Budget
FullR eferencet umber
Feriod —{ GivenCost = = Plamnitg
- GivenlmcCost ;
& useIt:IIe.tﬁ«ssignet:IQuantit_l,l £ Fy
 Seld | diePercentage 1 ariatle
Igldleﬂuantit}_l & Tatal
InputGuantity
IsReciprocal
Level LI

Add Cloge Help |

6. Click Add.
7. Click Close.

You see a column named FullName added to the right of the Cost column. You may need to widen the
FullName column and the module window to see the additions.

== Hesource [Period 1] [Mamed View - | |_ (O] x|
Hame HeferenceMumber Cost Fulld ame =
4 Resouice

B3 b anufacturing 1 $0.00 Resourceh anufacturing
=3 == Production 1 $0.00° Resouncest anufacturing Production
l—@ Production Cost 1 $0.00 Resourceht anufacturingsProductionProduction Cost

w
4 | »

Changing the properties of a column

You can change the type of property displayed in a column. In the following example, you will change the
FullName column to display the Level property instead.
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> Change a property
1. Double—click the FullName column heading.

You see the Configure Column dialog box. This dialog box looks similar to the Add Column dialog
box. However, the Configure Column dialog box allows you to modify only the column selected,
whereas the Add Column dialog box allows you to add several columns at one time and make
modifications to the columns as they are added.

2. Click the Property tab.

3. From the Property drop—down list, select Level.

4. Click Format to center—align the text within the column.
You see the Format Column dialog box.

5. From the Alignment section, select Center.

6. Select Size Column to Text.

“Tield ning I Trending I
Fraoperty | lcan I Attrib ulated Yield is not
Piopety [Lova = available in Oros
Quick
— Tupe
Bt
INumber 'l

EEr
o ) [Ise Mude| base curency

Cancel |
- ) Select curency r—
onditions |
IEninsh [United States 'I Precision: |2 3:

¥ Size Column to Test
Megative number:

|-1 234.56 -] Fant

" Bald
e | Dk
| Background Text " Underline

I:| |'| _ |'| ™ Stikeout
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7. Click OK until you return to the Resource module.

You see the FullName column replaced with the Level column and the level properties of each object
centered in the column.

®= Resource [Period 1] [Named View - | M=l E3
Name ReferenceMumber | Cost  |Level =
‘A Fiesouce I
B3 M anufacturing 1 $000 1
B+ = Production 1 gnoo 2
L &3 Production Cost 1 $0.00

-
4 | »

Deleting a column

Delete columns when you do not need them. Delete the Level column as an example.

» Delete a column

1. Click the Level column heading.

2. Select Edit > Delete Column, or press Delete.
You see the column removed.

3. Save the model.

In the next lesson

After building the three basic modules, you need to add resource and activity drivers to the model. These
drivers allocate resources to activities and activities to cost objects. In the next lesson, you will learn about
drivers and create a list of drivers for the model.
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An important aspect of activity—based costing (ABC) is an understanding of how activities in a company
consume expenses and how products consume activities. These consumptions are managed by drivers,
which measure the frequency or intensity of the cost demands placed on resources and activities. A driver
specifies how costs will be assigned.

This lesson addresses:
Q Types of drivers

O Building a list of drivers for the model

Types of drivers

Two types of drivers are used in this tutorial.
O Resource driver

A measure of the frequency and intensity of the demands placed on resources by activities. A resource
driver assigns costs (expenditures) to activities.

Q Activity driver

A measure of the frequency and intensity of the demands placed on activities by cost objects. An
activity driver assigns costs to cost objects (products or services).

There are two system—defined drivers: EVENLY ASSIGNED and PERCENTAGES.
O EVENLY ASSIGNED

Assigns costs equally among the destination accounts from the source account.
O PERCENTAGES

Assigns costs among destination accounts from the source account according to a percentage you
specify.

User—defined drivers can also be created.
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Building a list of drivers for the model

The first step in linking resource costs to activities and activity costs to cost objects is building a list of
drivers.

At Tyler Electronics, technicians set up the production line every time either the XM-100 or the XM-500
is manufactured. The frequency of performing various activities connected with setting up the production
line is measured by the number of times the production line is set up. Therefore, you will define a driver
named no. of setups for the Setting Up activity.

Schedulers receive orders from customers. To fill those orders for products, they:
O Schedule the production capacity of the plant

O Determine how many units of each kind must be produced

Q Group the products into manageable batches (lots)

Now, you will build a list of drivers for the model.

» Define a list of drivers
1. Select Model > Define Drivers.

You see the Define Drivers dialog box.

: Define Drivers

— Definition .
New Driver

Hammes IE\-’ENLY ASSIGHMED button
Wurantity ThEe: IUnique "l | /

Update
[riter Tope: IBasic "l /
Formula; | 7/

4
Drrivers: @@@E
Hame | Tvpe | lJuLtilu:

EVENLY ASSIGNED Baszic Unique
PERCENTAGES Basic Unique
% __\_\ System—defined

drivers

4|

Claze Help

2. Click @

You see a new driver, Driver 3, displayed in the Name text box and the driver added to the Drivers list.

3. For the Name, type no. of setups.
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4. Verify that the default value for Quantity Type is Unique.

A quantity type can be unique or shared. A unique quantity type driver is assigned to one account.
A shared quantity type driver can be assigned to two or more accounts that have the same driver
quantity.

5. Verify that the default value for Driver Type is Basic.

A basic driver presumes that destination accounts consume source account cost or activities using only
one factor or variable; for example, the number of hours, units, and employees. Other driver types
include calculated and weighted.

6. Click Update to save the new driver.

7. Use the procedure you just learned to define another driver named no. of lots with a Quantity Type of
Shared.

1 Define Drivers [ %]
Definition
Mame: |n0. of lots
tity Type: I 'l
Buantity Tepe: | Shared

Diriver Type: I B asic ~ l
FEarmula: I |

Name I Tvpe I Quantity Type I:
(E) EVENLY ASSIGNED Basic Unigue
(£) PERCENTAGES Basic Unigue

no. of setups Basic Unigue
no. of lots Basic Shared

Claze Help

N

8. Click Close.

9. Save the model.

In the next lesson

Now that drivers are built, costs can be linked from resources to activities and from activities to cost
objects. In the next lesson, you will build these links by assigning costs through assignment paths.
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An assignment path links source accounts to destination accounts. Costs flow along this path from
resources to activities to cost objects — from expenses to activities to products, services, or customers.
A source account is the source of a cost assignment. A destination account receives the results of a cost
assignment.

This lesson addresses:
O Selecting a default driver for assigning costs
O Creating assignment paths from resources to activities

O Creating assignment paths from activities to cost objects

Resources Activities Cost Objects

Center Center - Center
A D | D ( ]

E Account |[—M Account | | Account |—M Account | | Account %EH[ Account
[ . ]| | 1 |

B * EjTT

c

As shown in the above diagram, the possible assignment paths, as indicated by a letter, are:
A — From a Resource account to another Resource account

B — From a Resource account to an Activity account

C — From a Resource account to a Cost Object account

D — From an Activity account to another Activity account

E — From an Activity account to a Cost Object account

F — From a Cost Object account to another Cost Object account
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Selecting a default driver for assigning costs

At Tyler Electronics, the expenses (resources) will be assigned to the four activity accounts using the
system—defined PERCENTAGES driver. The activity costs are then assigned to the products by the
system—defined PERCENTAGES driver and the drivers you defined previously: no. of setups, no. of lots.

Before specifying the drivers for the source accounts, set a default driver. Each source account will use this
default driver as its initial driver. Using the default driver option saves time when many assignments use
the same driver. The driver can be changed on an account—by—account basis when necessary.

» Select the default driver
1. Select Model > Select Default Driver.

You see the Model Options dialog box.

The Default Driver is currently EVENLY ASSIGNED; (Unique). This means the source account costs
are equally divided among destination accounts.

Because different Production support activities at Tyler Electronics consume different amounts of time
(resources), the cost driver is the percentage of time Production support spends on each activity.

Therefore, the PERCENTAGES driver is a better default driver.
2. From the Default Driver drop—down list, select PERCENTAGES; (Unique).

Model Options

Drriver |

Default Driver

PERCENTAGES ; (Unique) ﬂ Define Drivers...

EVENLY ASSIGNED; (Urique]
PERLCENTAGES, Unique]

no. of lots; [Shared)
hio. of getups; [Unique)
T " Shared quantifies

T

© Urique quantities I B asic jv

— For negative [out-of-period) driver quantities
™ Allow negative diver quantities

=) Estiate aut-af-pefad credis]

3.

¥ Heallozate creditls] By pasitive diven auantiies

) Sz mulipend coste]itatal diverguantie ]

(%) [ Grinte negative qUan e EuHE Gal Gl et

ak I Cancel Help

Click OK.

In a later lesson, when data is entered into the model, you will specify the percentage of resource costs to
assign to each activity account.
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Creating assignment paths from resources to
activities

While building the model hierarchical structure, you have been working in Multilevel view. To create
assignment paths, you must change to either Destination view or Source view. In both these two—pane
views, you can see source accounts, destination accounts, assignment paths, driver names, and driver
quantities. Because cost is assigned through activities across modules, you will work in the Activity
module. To assign resource costs to activity accounts, you will change to the Destination view. To assign
costs from the activity accounts to the cost object accounts, you will change to the Source view.

> Create assignment paths

1. Select Modules > Activity Module, or click gl on the toolbar.

You see the Activity module brought to the front and made the active module.

2. Select View > Destination View, or click il on the toolbar.

The following illustration shows the new company of the information. Notice that the defined activity
accounts are automatically shown on the right side of the window. These will become the destination
accounts. You might need to widen the module window and columns to see all the information.

EActivily [Penod 1] [Hamed Yiew - ]

E| ]3]

- Mame _/ |ReferenceM | DriverMame Name
) 7 Activity
Assignment toolbar = Setting Up
- = Scheduling
Source acczgnt;d | & Inspecting
appear on this side . L = i ssemblin
ppear ¢ Slider bar = ?
=] of the view.
A Iy

3. If the slider bar hides any information in the left pane, drag the slider bar to the right.

Adding resource accounts as source accounts

In the left pane of the window, you will add the Production account whose costs will be assigned to all the
activities. You assign cost of accounts not cost of centers.

» Add source accounts for assignments

1. Click gl on the assignment toolbar.
You see the Add Accounts for Assignments dialog box.

This dialog box allows you to display and select available source accounts for assignment of cost to
destination accounts. Because you are in the Activity module, you see information about the Resource
module centers and accounts.
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2. In the Module Hierarchy section, double—click the Manufacturing center.
You see the center expand.
3. Select the Production account.
— Module [ata Type Lizt Accounts
% Resource @& Lt Mot Assigned
0 Achivity ) Budget " Partially Assigned
) Lozt [bijsch Al
! Soorecard

— Module Hierarchy

™ Show Reference Mumber

Resource

™ Show Percentage Azsigned
S ==l

Hame

-

1 Resource

4]

E} =51 Manufacturin

mEl

Edit

Add Accounts |

Cloze I

N

4. Click Add Accounts.

5. Click Close.

:Aclivity [Period 1] [Named Yiew - Source]

] ][5

-

- Hame |ReferenceMumber| DriverMame Hame ReferenceNumber | DriverQuantity +
== Production 1 () Activit .
Setting Up 1

== Scheduling 2
== |rspecting 3
= Assernbling 4

K|

3

1]

| il

You see Production now listed as a source account in the Activity module. The top tier of the
Production source account icon e is highlighted, indicating that it is a source account from the
Resource module. Icons for source accounts from the Activity module #= have the middle tier shaded;
icons for source accounts from the Cost Object module = have the bottom tier shaded.
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Specifying activities to receive resource costs

Next, you will create assignment paths from the Production source account to activity destination accounts.

» Create assignment paths
1. Select the Production resource account in the left pane.
You see assignment arrowheads on the slider bar.
2. Place the mouse pointer over the arrowhead next to the Setting Up activity account.
The arrowhead turns red, indicating that an assignment to the destination account can be made.
3. Click the assignment arrowhead pointing to the Setting Up activity account.

You see an arrow from the Production source account to the Setting Up activity destination account.
This indicates that Production costs will be assigned to the Setting Up activity.

o Activity [Period 1] [Named View - Source]

| |

- Hame ReferenceN | DnverMame I | Hame HelerenceNI Dlivellluantil_l,ll |A
5 Froduction |1 PERCEMTAGES —l_. i1 Activity
E Settingdp 1 0.00
&= Scheduling 2
Assignment Arrowheads —_ == Inspecting 3
&= Azzembling 4
LI -
‘ 03— B

Note: The driver name is PERCENTAGES, the default driver you set previously,
although you might need to move the slider bar to see it.

4. Create assignment paths from the Production resource account to the remaining activity destination
accounts:

Scheduling
Inspecting
Assembling

mw Activity [Period 1] [Named View - Source]

|||

- Mame |HelerenceN| DriverName | | Mame HelerenceNlDliverlluanlit}ll |A

= Production 1 FERCEMTAGES i Activit
+ SettingUp 1 0.oo
+ &= Scheduling 2 0.00
4] Elnspecting 3 .00
] Ehssembling 4 .00

- .Y
A vl B
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Creating assignment paths from activities to
cost objects

Source view facilitates assigning costs from the activity accounts (source accounts) to the cost objects
accounts (destination accounts).

Adding cost objects as destination accounts

Adding activity accounts as source accounts uses the same procedure as adding resource accounts as source
accounts. In Source view, the Activity module hierarchy appears on the left side. The activity account costs

will be assigned to the products (cost objects). The right side of the view lists the cost object accounts (after
they are added) that receive the activity costs.

» Add accounts

1. Select View > Source View, or click ﬁl on the toolbar.

You see the Activity accounts in the left pane.

ZAclivil_l,l [Period 1] [Named Yiew - Source]

| ||
ReferenceM I DriverM ame | MHame |HeferenceN | DriverQuantit ;l

1
&= Scheduling 2
&= |rspecting 3
Ehssembling 4

i | o o

2. Click EI on the assignment toolbar.

You see the Add Accounts for Assignments dialog box.
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3. Drag the cursor over all the cost objects (products).

You see them selected.

—Module———— [ata Type Lizt Accounts
) Besource &) Aot Mot Assigned
" Bctivity € Budaet € Partially Assigned
& Cost Object & )
£ Scorecard

— Module Hierarchy

™ Show Reference Mumber
Cost Object

™ Show Percentage Assigned

s LiNElE=

Name -

‘71 Cost Object

2

Add Accounts | Cloze I

A
4. Click Add Accounts.
5. Click Close.

You see the XM-100, XM—500, and Power Supply listed as destination accounts for the Activity
module.

== Activity [Period 1] [Named View - Source]

| O] x|
|||
- Name ReferenceM | DriverMame
[ Activity
== Cetting Up

2
E Power Supply 3

1
&= Scheduling 2
&= |nspecting 3
&= issembling 4

-
4| [v] 1 »

Specifying cost objects to receive Setting Up costs

In the beginning half of assignment paths, you assigned resource accounts (as source accounts) to activity
accounts (as destination accounts). To complete the final half of the cost assignment paths, the activity
accounts are the source accounts and the products (cost objects) are the destination accounts.

> Create assignment paths
1. Select the Setting Up source account.

You see the assignment arrowheads on the slider bar.
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2. Click the assignment arrowheads pointing to the XM—100 and the XM-500 cost object account.

You see costs assigned from the Setting Up activity source account to both product destination
accounts.

3. Resize the columns and drag the slider bar to view the entire DriverName column.

mn Activity [Period 1] [Named View - Source] M=l E3
- MName | ReferenceN | DiiverName | Name
3 Ativity w4100
E Setting Up 1 FERCEMTAGES #-500
E Scheduling 2 E Power Supply
Elnspecting 3
|| B == assembling 4
[ | v] 4

4. Save the model.

Changing the Setting Up source account driver

The default driver, PERCENTAGES, is assigned to the Setting Up activity source account. You created
two new drivers in the previous lesson. The driver no. of setups was created to be the driver for the Setting
Up source account. You now must change the Setting Up activity driver to that driver.

> Change drivers
1. Double—click the Setting Up activity icon.

You see the Enter Driver Quantities dialog box.

Source — Activity Period
account ==/ Mame Sefting Up ’7v
RefMum: 1
Current | priverName:  PERCENTAGES Bl ety Sl Fresin
driver
Driver  Assignments | Tatal Quantities |
—azsigned To
[~ Show Totals Wiew: |Actual Percentages j
Destination [
accounts =———
for source
account
costs
[»[]
e ] Close Apply Help |
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The Assignments tab lists the destination accounts to which you will assign the Setting Up activity
source account cost. The destination account’s current driver is PERCENTAGES.

2. Click the Driver tab.

i Enter Driver Quantities [ x|
Activity Period

Mame: Setting Up IQuarter 7 d
Refturm: 1

Driver Mame:  no. of zetups ™ Display Storage Precision

Diiver | assignments | Tatal Quantities |

Driver Mame

Define Drrivers... |

0K | Cloze | Apply | Help |

4

3. From the Driver Name drop—down list, select no. of setups.
4. Click OK.

The driver for the Setting Up activity is now no. of setups.

mx Activity [Period 1] [Named View - Source] |_ [O] x|
= |
- Hame |Referenced | DiiverName I ReferenceN | DriverQuantity il
7 Activity 1 0.00
= ettngUp 1 2 0.00
== Scheduling 2 e Powier Supply 3
E Inepecting 3
== Azsembling 4
1] | ¥ 3|

Note:  You can also select a driver by double—clicking the driver name in the window
shown above.
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Specifying cost object accounts to receive Scheduling costs

Complete the final half of the cost assignment paths from the Scheduling source account to two product
(cost object) destination accounts: XM—100 and XM-500.

» Create assignment paths
1. Select the Scheduling activity account.

2. Click the assignment arrowheads pointing to the XM—100 cost object account and the XM-500 cost
object account.

You see costs assigned from the Scheduling activity source account to both product destination
accounts.

Changing the Scheduling source account driver

The default driver, PERCENTAGES, is assigned to the Scheduling activity source account. The no. of lots ,
which you created in a previous lesson, should be the driver for the Scheduling source account. You will
now change the Scheduling account driver to that driver.

> Change drivers
1. Double—click the Scheduling activity account.
You see the Enter Driver Quantities dialog box.
2. Click the Driver tab.
3. From the Driver Name drop—down list, select no. of lots.
4. Click OK.

The driver for the Scheduling activity is now no. of lots.

:Activily [Period 1] [Named Yiew - Source]

=] ) [S5]

- Name |ReferenceN | DriverName | Name Referencel I DliverQuantitgil
S Activity M-100 1 0.00
ESelting Up no. of setups k500 2 0.oo
= S cheduling no. of lots i Power Supply 3

= |nspecting
= ssembling

|~ | o
| | 3 4 3

L D =
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Specifying cost object accounts to receive Inspecting costs

Next, you need to create assignment paths from the Inspecting source account to the cost object accounts.

» Create assignment paths

1. Use the procedures you just learned to create assignment paths from the Inspecting source account to
the XM-100 and XM—500 products.

2. Save the model.

Changing the Inspecting source account driver

Now change the driver of the Inspecting activity account.

> Change drivers

Use the procedures you just learned to select the no. of lots driver for the Inspecting activity account.

m= Activity [Period 1] [Named View - Source]

|l 3|

- Mame |He[erenceN | DriverN ame | ReferenceM I Dliverﬂuantitgil
" Activity 1 0.00
== ScttingUp 1 no. of setups 2 0.00
== Scheduling 2 no. of lots e Power Supply 3
= |rspecting 3 no. of lots
== Asembling 4

Ad &
1| | 3 4 3

Specifying the cost object account to receive Assembling costs

Finally, complete the final half of the Assembling cost assignment path.
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> Create assignment paths

1.

2.

Use the procedure you just learned to create an assignment path from the Assembling activity source
account to the Power Supply cost object destination account.

You see the model default driver, PERCENTAGES, assigned to the Assembling activity.

mo Activity [Period 1] [Named View - Source] [ _ O] x]

|| s3]
- Name |ReferenceM | DiiverName | Hame ReferenceN I Dliverﬂuantitgil

" Avctivity 3M-1100 1
== ScttingUp 1 ho. of setups #M-500 2
== Scheduling 2 no. of lots i Power Supply 3 0.0
== |nspecting 3 o, of lots J—-
= fscembling 4 FERCEMTAGES

j -
4| | » 4 3

Save the model.

In the next lesson

You have now completed creating a Cost Assignment View of an ABC model.

Specifically, you have built:

a

a

a
a
a

The Resource module, created the Manufacturing center that contains the Production account, and set
up the Production account cost element

The Activity module to include the activity accounts: Setting Up, Scheduling, Inspecting, and
Assembling

The Cost Object module to include the cost object accounts: XM—100, XM—-500, and Power Supply
Resource and Activity drivers: no. of lots, no. of setups

Assignment paths to flow costs from source accounts to destination accounts

In the next lesson, you will add attributes and performance measures to your model.
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measures

An attribute is a label or identification tag attached to a center, account, or entered cost element. The
attribute conveys information about the object to which it is attached.

Attributes have multiple purposes. They can be used to:

Group ABC data to simplify report preparation and interpretation

Attach numeric information to use in calculated drivers and calculated attributes

Link numeric information to performance measures

Create different dimensions of data

Describe how well an activity is performed, what type of activity it is, and how activity cost behaves

Report similar cost categories across cost centers

0O 0O 0 0 Db O

Highlight improvement opportunities

Classify cost components as fixed or variable, value—added or non value—added
This lesson addresses:

Types of attributes

Attribute centers

Attaching attributes

Removing attributes

Model Periods

Entering attribute quantities

Performance measures

0 0O 0000 0 D

Adding or removing performance measures
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Types of attributes

There are four attributes types, which are discussed more in detail later in this lesson:

Text
Q Numeric
Q Calculated
a Center

Text attributes

Text attributes describe model information. These attributes enable you to categorize, select, and subtotal
information in a report. Activities may be grouped by summary—level processes — detailed manufacturing
activities roll up to “manufacturing,” detailed distribution activities roll up to “distribution.” The names of
these higher—level processes are defined as text attributes and are attached to their respective activities. You
can then generate a report or export query that groups and totals detailed activity cost by text attribute.

Other examples of text attributes include:
O Value—added categories (high, medium, low) attached to activities

O Fixed cost/variable cost attached to resources — allows activity or cost object costs to be grouped by
fixed and variable cost components

O Cost object groupings to roll up products by product family, brand, market segment, or package type or
to group customers by region, channel, or salesperson

Q Total Quality Management (TQM) categories — allows activities to be identified by cost of quality
category such as prevention, appraisal, and internal or external repair

» Define a text attribute in a model
1. Select Model > Define Attributes.
You see the Define Attributes dialog box.
2. In the Definition section, for the Name, type Manual Work.
Note: The maximum length of an attribute name is 64 characters.

3. From the Attribute Type drop—down list, select Text.
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4. Click Create.

You see that text attributes are identified by El in the Attributes list.

1 Define Attributes
Defiritian
Attribute Type:
Mame: I
Text i
feasure; |
[Ereate |
Equaticn: I I
FEedefine |
Attributes: [~ Show Measures
Mame | =
@ Machine Assembly

@ Manual Work

WEx

1 | »

(Bt | Baste | [elete | Close I

4

5. Use the procedure you just learned to define a text attribute named Machine Assembly.

6. Click Close.

Numeric attributes
Numeric attributes provide an opportunity to enter data not entered or otherwise generated in a model.

Typically, numeric attributes are measures or quantities of units contributing to the total cost of an activity,
such as number of cases, number of pounds, number of orders, or number of times an activity is performed.

Numeric attributes are used extensively in calculating performance measures and in an ABC scorecard. As
an example, the total cost of an activity, divided by a “number of times performed” numeric attribute,
provides the average cost of performing one unit of that activity — cost per order or cost per inspection.

You can establish numeric attributes as performance measures for special reporting purposes, such as
tracking productivity (number of inputs or rejects, cycle time, and quality), or classifying information (level
of complexity or number of sub—assemblies). Establishing a target cost—per—unit, and attaching a
performance meter to the activity, provides a “scorecard” against which accomplishment of company
strategies and objectives can be measured

Numeric attributes and calculated drivers

The variable data contained in numeric attributes can be used in calculated drivers to yield additional
functionality and flexibility.

Consider a driver for assigning delivery costs to customers. It may be a function of both the number of trips
(frequency) and the relative time per trip (intensity). It also may be a function of the type of product
shipped to the customer — refrigerated or dry.
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Numeric attributes for these multiple variables can be defined and attached to each customer to more
effectively model the consumption of activities based on specific customer characteristics.

Note: Calculated drivers are not addressed in this tutorial.

Numeric attributes and calculated attributes

You can couple numeric attributes with calculated attributes. In fact, the same numeric attribute can be
used simultaneously in both a calculated driver and a calculated attribute. For example, a numeric attribute
measuring inventory returns could be used in a calculated attribute measuring return on investment (ROI)
or carrying costs and also be used as a variable in a calculated driver to assign storage costs to products.

» Define a numeric attribute in a model
1. Select Model > Define Attributes.
You see the Define Attributes dialog box.
2. For the Name, type Rejects.
3. Select the Attribute Type of Numeric.
You see the Measures text box is now available.
4. For the Measure, type number rejected in inspection.

5. Click Create.

You see that numeric attributes are identified by El in the Attributes list.
6. Select Show Measures.
You see the measure associated with the attribute in the Attributes list.

7. Use the procedure you just learned to define two more numeric attributes with measures as follows:

Name Measure
XM-100 Set Up Time number of set up minutes
XM-500 Set Up Time number of set up minutes

i Define Attributes [x]
Diefirition
Attribute Type:
Mame: I :
Humeric ~

Measure: |

Equatior: | _I [ieate
HedEfifie

Aftributes: ¥ Show Measures

[ Name | Measure =
Jabe] M achine Assembly

Jabe] M anual Work

[22| Rejects number rejected in inspection

[22]|XM-100 Set Up Time number of set up minutes

[#22]<M-500 Set Up Time number of set up minutes

=
1 | e[
(Bt Baste: [Elete | Cloze I

8. Click Close.
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Calculated attributes

Calculated attributes are used to define numeric attributes built with mathematical formulas using basic
arithmetic functions — addition, subtraction, multiplication, and division. The numeric value of this type of
attribute is the calculated result of its defined formula. Any numeric properties and numeric attributes used
in the equation must also be associated with, or attached to, the object (center or account).

Formulas for calculated attributes may contain any variation of the following objects:

O System—defined numeric properties, such as output quantity and cost

O User—defined numeric attributes

QO User—entered numeric constants, such as 3, 1.5, and so on.

Calculated attributes consist of four attribute elements: Name, Measure, Formula, and Object.

Calculated attributes relate a minimum of two attributes and their associated costs. These attributes provide
a more informative picture of an activity than the activity cost alone.

As an example, a calculated attribute relating the number of orders per full-time equivalent (FTE) using
two numeric attributes (No. Orders Processed and FTEs, both of which have been assigned to the activity
and contain numeric values for the activity,) conveys more information than No. of Orders by itself.

Calculated attributes cannot be used as performance measures.

» Define a calculated attribute in a model
1. Select Model > Define Attributes.

You see the Define Attributes dialog box.
2. For the Name, type Inspection Reject Rate.
3. Seclect the Attribute Type of Calculated.

4. For the Measure, type number of rejects per 10 lots.

5. Click _I beside Equation.
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You see the Equation Editor dialog box.

Equation E ditor
& Mumeic O Sting
Mumeric Properties: Operator:  Attibutes:

BOCCalculatedity ﬂ + [ZIRejects -

ESEEOSEF' 4 : [22]:<M-100 Set Up Time
ostFixe .
BOCCostvanable B XM-500 Set Up Time
BOCuantity

BOCUnitRate

BOCUnitR ateFixed

BOCUnitRateV ariable

BOCWeight —
Calculatedity j hd
| Inzert | [Elear I Undo Tlest I |
E quation:
I =
| -

Cancel |

6. In the Equation text box, type ( (an opening parenthesis).
7. From the Attributes list, sclect Rejects.
8. Click Insert.

This inserts the attribute named Rejects into the equation.

9. From the Operator list, insert *.

10. In the Equation text box, type 10) (the number 10 followed by a closing parenthesis) immediately
after *.

11. From the Operator list, insert /.
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12. From the Numeric Properties list, insert TotalDriverQuantity.

Equation E ditor
& Mumeic O Sting
Mumeric Properties: Operator:  Attibutes:

Scorelvenide d + [ZIRejects
ScorelveridetoStretch - [#2]XM-100 Set Up Time

ScorelJE * !
SourceR ate [#2] XM-500 Set Up Time

SourceR ateFised

S ourceR atelfariable
T atall meerl)
UritCost ==
UnitCostFized

UritCosfy ariable j

C

2l

| Inzert | LClear I Undo Test I |

E quation:

["Rejects"=10)/"TotalDriverQuantity" d

Cancel |

13. Click OK.
14. Click Create.

You see that calculated attributes are identified by EI in the Attributes list.

1 Define Attnbutes
Definition

I Attribute Type:

MName:
B I Calculated A I

Measure: |

Equation: | _I Lieste |

Eedefine

Attributes: ¥ Show Measures
Name | Measure I;
Ellnspeclion Reject Aate number of rejects per 10 lots
E Machine Assembly
E Manual Work
Eﬂeiects number rejected in inspection

EXMJ 00 SetUp Time number of set up minutes
EIXM-EI]I] Set Up Time number of set up minutes

1 | ]
(B0t Easte elete | Close I
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» Redefine an attribute in a model

1. In the Define Attributes dialog box, select Show Measures.

2.  From the Attributes list, select Manual Work.
3. Change the Name to Hand Work.
4. Click Redefine.
You see a message asking you to confirm that you want to redefine Manual Work as Hand Work.
Definition
Attribute Type:
Mame: I
Text =
Iieasure: I
[Ereate
Equatiars: I _I —I
Eedefine |

Attributes: ¥ Show Measures

| Hame | Measure [

Jabe] Hand Work.

[=] Inspection Reject B ate number of rejects per 10 lots

[abe] Machine Azzembly

[#E] R ejects number rejected in inspection

[#2]XM-100 Set Up Time number of set up minutes

[#2] XM-500 Set Up Time number of set up minutes

[ [v]

[E0f Easte Welete | Close I
v

5. Click OK.

Attribute centers

Attribute centers group individual text, numeric, and calculated attributes and other attribute centers.

A large model may contain many attributes. Managing attributes is easier if you group them. Related
attributes are grouped by creating an attribute center and moving the related attributes into the center.

Once attributes are assigned to an attribute center, the attribute center type cannot be changed from center
to text, numeric, or calculated, and it cannot be deleted. You can rename the center, and you can delete the
center only after first removing the contents.

» Define an attribute center

1. In the Define Attributes dialog box, select Show Measures.
2. For the Name, type Product Assembly.

3. Select the Attribute Type of Center.
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4. Click Create.
You see an attribute center named Product Assembly.
5. Drag the attributes Hand Work and Machine Assembly to the Product Assembly center.
Note:  You see the icon change to (1. This icon indicates am attribute center contains
attributes.
6. Double—click .£1to expand the center and display the center attributes.
: Define Attributes
Definition -
M ame: |F'r0duct Aszzembly Stibute Type:
Center hd
fieasure; |
B
Equaticrs I _I il
Eedefine |
Attributes: ¥ Show Measures

| Mame | Meazure
Inspection Reject Rate number of rejects per 10 lots

—1 Product Aszembl

abe| Hand Work
@ Machine Assembly

[=

[#2] Rejects
[#2]XM-100 Set Up Time
[#2] XM-500 Set Up Time

number rejected in inspection
number of set up minutes
number of zet up minutes

Cut

| Delete I

Baste Close |

7. Click Close.

8. Save the model.

Attaching attributes

After attributes have been defined, they must be attached to centers, activities, or entered cost elements.

Each such object in a model can have any number of attributes. Once an object has an attribute attached,
any changes made to the attribute are reflected in the object. If you change a numeric attribute, however,
you must recalculate the model to reflect the change.

> Attach attributes to objects

1. Ifnecessary, select the Activity module.

2. Select View > Multilevel View, or click

on the toolbar.
Select the Setting Up activity.

Select Edit > Add Attributes.

You see the Add Attributes dialog box.
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5. Double—click the Product Assembly attribute center.
You see the attributes within the attribute center.

6. From the Attribute Hierarchy list, select Hand Work.

7. Click <<Add<<.

You see Hand Work move to the list on the left.

1 Add Attributes E
— Ativity
Mame: Setting Up
Reference Mo.: 1
R o — Attribute Hierarchy
anawen V' Show Measures
M ame [ Measure IL
E Inzpection Feject A ate # rejects p
=71 Praduct Assembly
[Rhen
— [abe] Maching Assembly
[#2] Fejects Mumnber Re
Y — | [22]:<M-100 5et Up Time # set up mi
— [#2] 341500 S et Lip time # setup mi
< b
Entensttitute Huattties.. Define Attributes. .. |
0K Cancel |
4
8. Click OK.

The attribute is now attached to the Setting Up activity.

9. Use the procedure you just learned to attach attributes to the activities that follow:

Activity Attribute

Inspecting Inspection Reject Rate
Inspecting Rejects

Assembling Machine Assembly

» Add a column to indicate activities with attached attributes

1. Inthe Activity module, double—click the blank heading on the column—heading bar.
You see the Add Column dialog box.

2. Click the Icon tab.
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3. Select Attributes.

Add Column E

“ield | Flanning I Trending I
Froperty Attribute | Calculated

lean:

(o
€ Bill of Casts [~ Yield is not available
" Driver Quantities in Oros QuiCk

" Motes

' Perfarmance Measures

Add Cloze Help |

4. Click Add.
5. Click Close.

You see an attribute column added that displays an icon for activities that have attached attributes.

:Aclivily [Period 1] [Named Yiew - |

Mame ReferenceMumber Cost B |
liﬁ.t‘-‘«ctivity
&= Cetting Lip 1 $0.00 B
= S cheduling 2 $0.00
= |rspecting 3 $0.00 B
&= Azsembling 4 $0.00 B

-
4| |»

6. Save the model.

Note: It is important to save your work now. In the next lesson, you will make a
change that you do not want to keep and will revert to the previously saved
model. Do not save the model again until you are instructed to so by this
tutorial.
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Removing attributes

There are two aspects to removing attributes:
Q Detaching an attribute from an activity — the opposite of attaching an attribute

Q Deleting attributes from the model — the opposite of defining an attribute

> Detach an attribute from an object
1. Select the Inspecting activity.
2. Select Edit > Add Attributes.
You see the Add Attributes dialog box.
3. From the list on the left, select the Rejects attribute.
4. Click >>Remove>>.

You see the selected attribute moved to the Attribute Hierarchy list on the right.

1 Add Attributes E
— Ativity

MName: Inspecting

Reference Mo.: 3

— Attribute Hierarchy

Inspection Reject Rate; [nunber of rejects per
P ! [ ! P V' Show Measures

ame [ Measure IL

[ =] Inspection Reject R ate rurnber of |
Product Azzembly

P | Eﬁeiects number reje
— [#2]¢1-100 Set Up Time rurnber of :
[22] 41500 Set Up Time number of :

=
4 [+[]

Entensthitute Huanttes. . Define Attributes. .. |

()8 Cancel |

5. Click OK.

You see that the attribute icon column in the Activity module window still indicates an attribute for the
Inspecting activity. This is because the Inspection Reject Rate attribute is still attached to this activity.

» Delete an attribute from the model
1. Select Model > Define Attributes.
You see the Define Attributes dialog box.
2. Expand the Product Assembly attribute center.
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3. Select Hand Work.

Note: You can choose more than one attribute at a time using standard operating
system multiple—selection methods or dragging the mouse through a contiguous
set of attributes.

4. Click Delete.

You see a message advising you that all uses of the selected attribute will be deleted.
5. Click OK.

You see the selected attribute removed.
6. Click Close.

Note: Do not save the model.

Let us assume you did not intend to delete this attribute. Now, you must revert to the previously saved
model version. Reverting allows you to discard all changes made to the model since it was last saved.

> Revertto a previously saved model version
1. Select File > Revert to Saved.

You see a message asking if you want to discard all changes made since the model was last saved.
2. Click OK.

You see the model close and then the last saved version of the model open.

Note: Remember that you will lose all work performed after the last save, so be sure to
save often in case you need to use this feature.

Model Periods

A model period is an interval of time in which activity—based costing data is maintained. A model can hold
data for different periods but only one period at a time is active. The real value of model periods is the
ability to compare the model data between different periods. For example, you can enter costs into the
model on a month—by—month basis and examine the costs for March vs. the costs for February.

A default period named Period] is automatically created when a model is created. This period is intended
to hold information that pertains to the entire model and model structure. Although individual period data
can be stored in Periodl, it is more meaningful to store data in customary business intervals of time.

Creating and selecting a model period

Tyler Electronics analyzes production costs from quarter to quarter, so the model will be structured to
analyze quarter—on—quarter costs.

» Create a model period
1. Select Period > Define Periods.
You see the Define Periods dialog box.

2. For the Name, type Quarter 1.
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3. Click Create.

You see the period Quarter 1 added to the Periods list.

: Define Periods E
— Definition

Nare: I

[Ereate | Eename |

Periods: %ll + | + |
Period 1
[uarter 1

[elete | (1] I Cancel

4. Click OK.
5. Save the model.

You will now select Quarter 1 as the active period so that you can enter attribute quantities for this period.

> Selecta period
1. Select Period > Select Period.

You see the Select Period dialog box.
2. Select Quarter 1.

i S5elect Penod E
Periods:
Period 1

Define Periods... | ak I Cancel

A

3. Click OK.

You see the model period, which is displayed in the title bar of the module, set to Quarter 1.
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Entering attribute quantities

You have defined attributes and assigned them to activities. Now, you need to attach quantities to the
attributes. Attribute quantities are used by numeric attributes to allocate cost to activities and to calculate
performance values.

> Enter attribute quantities

1.

Select the Activity module.

Select View > Multilevel View, or click ~“=1 on the toolbar.
Select the Inspecting activity.

Select Period > Enter Attribute Quantities.

You see the Enter Attribute Quantities dialog box.

Where the Actual column and Rejects row intersect, type 12.

Where the Budget column and Rejects row intersect, type 15.

1 Enter Attribute Quantities E
— Activity Period
Mame: [nspecting Quarter 1
Reference No: 3 ’7 /—
— Mumeric Attribute /
/
Performance Hame —Heasure Actual Budget |~/
_l INPFUT QUANTITY 1.00 1.00
_ OUTPUT QUANTITY 1.00 .00
_ Rejects number reject 12.00 15.00]
_ TOTAL DRIVER QUANTITY  |no. of lots 0.00 .00
[ | »]
|
7
Click OK.

Save the model.

Delete attribute quantities
Select Period > Delete Period Data.

You see the Delete Period Data dialog box.
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2. Select the following options:

Module section Data Type section Delete Data section
Activity Budget Numeric Attribute Quantities
Delete Period Data E2
Period
’V Quarter 1 |
— Module [ata Type
[~ Resource [~ Cost Object [~ Actual
IV Activity [~ Scorecard v Budget
— Delete Data
[" Entered Costs - Scorecard

™| Seorecardwerides

[~ Driver Quantities
I™ | Seorecard Fanking

[ Bill of Cost Quantities

V¥ Humeric Attribute Duantities 7 Flanning
I Period Notes = Earsumption Fates

[ Output Buartities = DemandVaes

™ Egternal Lnit Costs I= | Utifeatiors
[" Exchange Rates I= | Capanity Values

Delete I Cloge | Help

3. Click Delete.
4. Select Period > Enter Attribute Quantities.

You see the Enter Attributes Quantities dialog box. Notice that the budget numeric attribute quantity
for Rejects, which you entered previously, has been deleted.

b

Where the Budget column and Rejects row intersect, type 15.

Click OK.

&

7. Save the model.

Performance measures

Performance measures indicate results achieved from work or activities performed. They also indicate how
well a company accomplishes its strategies and objectives. These measures can be financial or non—
financial and include three aspects of performance:

Q Efficiency of the activity — the volume of an activity compared to the resources needed to sustain the
activity measures cost indirectly. Cost—per—item is a measure of efficiency.

O Timeliness of the activity — the elapsed time to perform an activity, or to produce a product or service,
are indirect measures of cost. The average elapsed time to produce a product is a measure of time.

Q Quality of the activity — the percentage of error—free or one—time—only activities are direct measures
of quality and indirect measures of cost. The percentage of rejected items and the percentage of
reworked items are measures of quality.
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Adding or removing performance measures

To track how well Tyler Electronics is performing, you will enter some performance measures for selected

activities.

Performance measures are labels attached to centers, activities, or cost elements. In this sense, they are like
attributes but, in addition, performance measures are a source of measures that drive the balanced

scorecard.

» Add or remove performance measures

1. Select the Inspecting activity.

2. Select Edit > Add Performance Measures.

You see the Add Performance Measures dialog box.

1 Add Performance Measures E
— Activity

Name: Inspecting
Reference Mo 3
Actual Cost $0.00
Budget Cost:  $0.00

Period
’7 Quarter 1

— Perfarmance Meast

Name

4

Measure Actual Bate | Budget Rate | |

Add Performance... |

N

3. Click Add Performance.

4. Click in the cell where the Performance column and Rejects row intersect.

You see a check that indicates the attribute is selected as a performance measure.

i Enter Attribute Quantities [ %]
— Activity Period
Mame: Inspectin
P i 9 Quarter 1 -
Reference Mo 3 /
— Mumeric Attribube: /
Performance Name —Heasuie Actual Budget |«
_ INPUT QUANTITY 1.00 1.00
_ OUTPUT QUANTITY 1.00 1.00
] Rejects number reject 12.00 15.00
_ TOTAL DRIVER QUANTITY  |no. of lots 0.00 0.00
[ | o]
oK | Cancel |
A

5. Click OK.
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6. Click Close.

» Add a column to indicate activities with performance measures
1. Double—click the blank heading on the column—heading bar.
You see the Add Column dialog box.

2. Click the Icon tab.

3. Select Performance Measures.
4. Click Add.

5. Click Close.

You see an icon column added that displays performance measure icons for activities that have
assigned performance measures.

o Activity [Quarter 1] [Named View - | H=1E3
Hame ReferenceM Cost 1 =

] Avctivity $0.00

= Setting Up 1 $0.00 B

E Scheduling 2 $0.00

&= |nspecting 3 $0.00 B kil

= szembling 4 $0.00 B

dl |

ptl

6. Save the model.

In the next lesson

The foundation of your ABC model is complete. Tyler Electronics has built a structure that permits the
company to logically and accurately assign costs to work performed and products produced. Attributes are

in place to classify activities and performance measures are defined to demonstrate the results of those
activities.

Next, it is time to enter external and internal bills of costs — cost for items purchased from external sources
and incurred through internal accounts.
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Not all costs assigned through an activity—based costing model come from the general ledger. For example,
material cost (the cost of purchased components) often comes from a Materials Requirements Planning
(MRP) system. The bill of costs feature provides a way to add material and unit costs directly to accounts
when implementing activity—based costing.

Bill of costs information is used to calculate the cost of all the materials or components contributing to a
product or process.

Bills of costs are common to process—manufacturing activities. A bill of costs for an activity lists all the
materials added at that step in the process. By adding material costs to activities that consume them, you
can trace the cost of waste, as well as finished products, more accurately.

Bills of material exist in many discrete manufacturing environments. A bill of material can be a list of the
items that make up a product, the number of items needed for a product, and the unit cost for each item.

The application does not reconcile the number of units used in a period with the number of units produced
and remaining in inventory. However, the unit usage report lists all of the items that use each unit, and the
number used, during the period. This report can be used in conjunction with an inventory control system.

This lesson addresses:
O Using bills of costs
Q Internal and external bills and units

O Creating and attaching external and internal units and bills of costs

Using bills of costs

Bills of costs are used to find the resources consumed by an activity and consist of external or internal
units. Bills of cost are used when:

Q Costs outside the general ledger must be introduced into a model
O Unit costs associated with product families must be tracked
Q The cost structure of an account is incomplete in some respect

Each Cost property is defined with a list of internal and external units added to any account.

Oros ABC/M and Oros Scorecard Tutorial 62



Adding bills of costs

Internal and external bills and units

In discrete-manufacturing environments, many products are components of other products. These “internal
units,” produced by the company, can be used in any bill of costs. Units purchased by the company, with
costs maintained outside the model, are used as “external units” in a bill of costs.

These internal and external units are another type of cost element in addition to entered and assigned cost
elements.

The unit cost contribution for an account is included when calculating the total account cost for a period.

Creating and attaching external and internal
units and bills of costs

Once you have the information for the external and internal units, you can add the external units to an
account as a bill of costs. First, make a list of external units available to the whole model. For example, the
required raw materials for each product. Then, select units from the list for use as a bill of costs to be
attached to an account.

» Create external units
1. Select Model > Define External Units.

You see the Define External Units dialog box.
2. Click Create.

You see a default unit called External Unit added, followed by a reference number. The default name is
selected and ready for you to rename.

3. Change the default name of External Unit to CD Cartridges.
4. Type Each as the Measure.
5. Change the Actual and Budget amounts to 3.00.
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6. Create four additional external units as follows:

Name Measure Actual Budget
XM-100 Product Label Each 0.30 0.30
XM-500 Product Label Each 0.30 0.30
Power Cord Each 2.25 2.25
Transformer Each 4.30 4.30
Period : Quarter 1
— Urit
Name RefNum Measure Actual Budget ||
L1 |CD C. g 9 Each 3.00 3.00
LI |Power Cord 12 Each 2.25 2.25
1 [Transformer 13 Each 4.30 430
L1 |XM-100 Product L{10 Each 0.30 0.30
1 |XM-500 Product L{11 Each 0.30 0.30
) [» [
Welete | Lreate Create Link. .. | EditiLimk... |

Cancel |

7. Click OK.

> Attach an external bill of costs

1. Select Modules > Cost Object Module, or click EI on the toolbar.

2. Select View > Multilevel View, or click _I on the toolbar.

3. Select the XM-100 account.

4. Select Edit > Add Bill of Costs.
You see the Add Bill of Costs dialog box.

5. Click Add External Units.

You see the Add External Units dialog box.
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6. Select XM—100 Product Label, then press and hold Ctrl while selecting CD Cartridges.

You see both CD Cartridges and XM-100 Product Label selected.

+ Add External Units E3

[~ Show Reference Numbers

External Units:

Mame =
CD Cartridges

Power Cord
Transformer
XM-500 Product Label

Add Unitz Diefine External Units... |

Claze I

7. Select Add Units.
8. Click Close.

You see the Add Bill of Costs dialog box with the two external units in the Units list.

1 Add Bill of Costs E
— Cost Object Period
Mame: #b-100
Quarter 1 A
Reference MNo.: 1 ’V I J
— Unit
Wiew: IActuaI Guantities &
Mod Hame RefHum Total | Constant Quantity Measure RHate =
= CD Cartridges{9 = = 1.00|Each 3.00
N XM-100 Prody10 il N 1.00|E ach 0.30
| | 3|
Delete A Bilerasts | Add Exteral Units... | Add Internal Urits... |
0] I Cancel |
9. Click OK.

10. Add another column to display the BOCCost property.
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11. Expand the XM—100 account.

You see the external bills of costs & attached to the account.

Adding bills of costs

Name ReferenceNumber Cost BOCCost =
"7 Cost Object $230 $3.30
E E k=100 1 £330
(2 Setting LUp 1 f0.00
28 Scheduling 2 $0.00
& Inspecting 3 $0.00
(&) CD Cartridges ] $3.00 $3.00
&2 »M-100 Product Label 10 $0.30 $0.30
o #M-500 2 $0.00 $0.00
o Power Supply 3 $0.00 $0.00
1| |L|J

12. Use the procedure you just learned to add external bills of costs as follows:

Account External Bill of Costs
XM-500 CD Cartridges
XM-500 XM-500 Product Label
Power Supply Power Cord
Power Supply Transformer
Hame HeferenceNumherI Cost I BDEEustI =
[ Cost Object #1315
IEX=ECEI 1 $330 $3.30
33 Setting Up 1 $0.00
2 Scheduling 2 $0.00
& Inspecting 3 $0.00
{23 CD Cartridges g $3.00 $3.00
L (&3 M-100 Product Label 10 $0.30 $0.30
B o M-E00 2 $3.30 $3.30
38 Setting Up 1 $0.00
2 Scheduling 2 $0.00
2 Inspecting 3 $0.00
B3 CD Cartridges 9 $3.00 $3.00
L (&3 M-500 Product Label 1 $0.30 $0.30
B o Power Supply 3 $E.55 $6.55
28 Assembling 4 $0.00
(&3 Power Cord 12 $2.25 $2.25
L (B2 Transformer 13 $4.30 $4.30 |
1| |L|J
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» Attach an internal bill of cost
1. Select the XM-100 account.
2. Select Edit > Add Bill of Costs.

You see the Add Bill of Costs dialog box.
3. Click Add Internal Units.

You see the Add Internal Units dialog box.
4. In the Module section, select Cost Object.
5. Select Power Supply.

: Add Internal Units
— Module

" Besource  Ackivity &' Cost Object

— bodule Hierarchy
[~ Show Reference Mumbers

Fesource

Name IL

7] Cost Dbject

b
1 | »
agd Urits | Close |

6. Select Add Units.
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7. Click Close.

Adding bills of costs

You see the Add Bill of Costs dialog box. A letter C (for Cost Object) appears in the Mod (Module)

column. If Total is not selected, the cost is interpreted as a bill of costs unit cost. The bill of costs is

calculated as the Actual Cost multiplied by the Quantity to produce Total Cost. If Total is selected, the
Actual Cost is interpreted as the bill of costs Total Cost.

+ Add Bill of Costs E
— Cogt Object Period
Mame: #b-100
Quarter 1 A
Reference Mo.: 1 ’7 I J
— Unit
Wiew: IActuaI Guantities &
Mod Name BefNum | Total | Constant | Quantity | Measure | Rate Cost | =]
o CD Cartridges o = 1.00|Each 3.00 3.00
N XM-100 Product Label |[10 N o 1.00|Each 0.30 0.30
1 |C Power Supply o o 1.00 6.5h 6.55
«| | »
et b Efohosis. | Aidd Exteral Units... | Aidd [rternal Urits... |
0] I Cancel |
A
8. Click OK.

9. Use the procedure you just learned to attach an internal bill of costs named Power Supply to the
XM-500 account.

You see the internal bills of costs attached to the accounts.
10. Add an icon column to display Bill of Costs.

You see a column added that displays bills of costs icons for cost objects that have assigned bills of
cost.

Note: Notice that the internal bills of costs amounts are not included in the total costs.

This occurs when you calculate the model, which you will do in a later lesson.

== Cost Object [Quarter 1] [Named Yiew - | M=l
MName R eferenceN umber Cost BOCCost |[F =
[ Cost Oibject $13.15
B g #4M-100 1 $3.85 $3.85
|- & Setting Up 1 $0.00
2 Scheduling 2 $0.00
- &2 Inspecting 3 $0.00
&2 CD Cartridges k] $3.00 $3.00
- (B3 +4M-100 Product Label 10 $0.30 $0.30
L (L3 Power Supply 3 $E6.55 $6.55
EF o M -500 2 $3.85 $3.85
|- & Setting Up 1 $0.00
&2 Scheduling 2 $0.00
- &2 Inspecting 3 $0.00
(& CD Cartridges 9 $3.00 $3.00
- GB3 »M-500 Product Label 1 $0.30 $0.30
L (T3 Power Supply 3 $6.65 $6.65
B o Pawer Supply 3 $£.55 $5.55
) Assembling 4 $0.00
(&) Power Cord 12 $2.25 $2.25
(&) Transformer 13 $4.30 $4.30 |
J | i
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Adding bills of costs

11. Save the model.

In the next lesson

Costs that are attached to products, and vary according to the number of units produced, have been
established in the model.

Next, for Tyler Electronics Quarter 1, you will enter data.
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Entering data

By building the structure of the ABC model, you have defined how costs flow from resources
(expenditures) to activities (work) to cost elements (products and services) or expenditures.

Cost information is maintained in periods. Usually, these periods are months, quarters, and years. Now you
will add costs incurred by Tyler Electronics for the period Quarter 1.

This lesson addresses:

Entering resource costs

Assigning resource driver paths
Entering resource driver quantities
Assigning activity driver paths

Entering activity driver quantities

0O 0O 0O 0 O

Entering output quantities

Entering resource costs

Resource costs are expenditures made by a company. Typically, these expenditures are maintained in the
company’s general ledger. Up to this point, you have built the structure of the model, including some
period—specific data. Now, you will add Resource module costs for Quarter 1 to the model.

» Enter costs in the Resource module

1. Select Modules > Resource Module, or click gl on the toolbar.

2. Select View > Multilevel View, or click %=1 on the toolbar.
3. Navigate through the resource hierarchy to the Production account.
4

Select the Production account.

5. Select Period > Enter Costs, or double—click the cost element icon &
You see the Costs dialog box.

6. Select the Period of Quarter 1.

7. Click the Entered tab.
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Entering data

8. Double—click where the Actual column and Production Cost row intersect, and type 100,000.

i Costs
Resource Period
Mame: Production IDuarteH j
Reference Mo.: 1
Al Costs Entered | Linked |
~ Entered Cost
I ame [ Reflum | Actual | Budaget J2]
23 Production Cost 1 100.000.00 n.ao
=
Delete |
ak I Cancel | Help I
&
9. Click OK.
You see the costs in the Resource module.
22 Resource [Quarter 1] [Mamed Yiew - Multilevel] [_Tax]
Mame ReferenceM Cost =
Resource $100.000.00
B HManufacturing 1 $100,000.00
EF ™= Production 1 $100,000.00
L@ Product 1 $100,000.00

4

10. Save the model.

You can enter cost directly in the Cost column of an entered cost element in a module. You cannot add
a cost directly to an account or a center.

Assigning resource driver paths

Now that the total resource cost has been set, specify the activities that receive a portion of the Production
costs, and then assign them to the resource driver.

» Create resource driver assignment paths

1. Select Module > Activity Module, or click EI on the toolbar.

2. Select View > Destination View, or click il on the toolbar.
3. Select the Activity Module Summary (the highest-level folder in the Activity module).
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4. Click EI on the Assignment toolbar.

Entering data

You see the Add Accounts for Assignments dialog box and the resource accounts available for

assignment to the activity accounts.

1 Add Accounts for Assignments

In the Module Hierarchy section, select Manufacturing.

—Module

Data Type List Accounts
* Besource & Lot Mot Assigned
™ Activity € Budget ' Partially Assigned
£ CostIhjest &
£ Soorecard
— Module Hierarchy

™ Show Reference Mumber ™ Show Percentage Azsigned

Resource

EEINEEE

Name

Resource

Manufacturing

|»

)l

Edt |-

Add Accounts |

Cloze I

6. Click Add Accounts.
7. Click Close.
8. Select the Production account.

You see the resource driver assignment paths.

== Activity [Quarter 1] [Named Yiew - Source]

|||

IS[=1 E3

[«]

[»] 4

= Name |ReferenceN | DiiverName I I Name |ReferenceN |Dliv9lguantily| Iﬂ
Praduction 1 PERCEMTAGES aActivit}l
E Setting Up 1 0.00
&= Scheduing 2 0.00
Elnspecting 3 0.00
= Assembling 4
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Entering resource driver quantities

Entering data

To complete apportioning resource cost among activities, specify the portion of the $100,000 Production
cost the resource driver uses to allocate cost to each activity.

> Enter resource driver quantities

1.

A

Select Period > Enter Driver Quantities.

You see the Enter Driver Quantities dialog box.

Click the Assignments tab.

Type 40 in the cell where the PERCENTAGES column and Setting Up row intersect.

Press Enter.

Use the procedure you just learned to add percentages for the following activities:

Activity Percentages
Scheduling 20
Inspecting 10
Assembling 30
i Enter Driver Quantities
Fiesource Period
MName: Production Cuartr 1 j
Riefturn: 1
Drriver Mame:  PERCEMTAGES [~ Display Sterage Precision
Driver Assighments | Tatal Quantities I
—Aszigned Ta
™ Show Tatals Wie IActual Percentages j
Name | FefMum | PERCENTAGES | [~
&= Cetting Up 1 40.00
&= Scheduing 2 20.00
E Inspecting 3 10.00
= Assembling 4 30.00
1 | o]
ak I Cloze | Apply | Help |
v

Note: If you enter amounts that total more than 100, you will see a dialog box telling
you that the account is over assigned. You will be allowed to continue but over
assigning will cause a fatal error when you calculate the model.
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Entering data

6. Click OK.

You see the resource cost assignment paths and the assigned driver quantities.

== Activity [Quarter 1] [Named ¥Yiew - Source] [_ (O] <]
|13
= Hame ReferenceN | DriverName Mame |ReferenceN | DlivetQuantilfl -
= Production | PERCENTAGES 0 Activity
E Setting Up 1 40.00
&= Scheduling 2 20.00
E Inzpecting 3 10.00
&= izzembling 4 30.00

<]
-
4

| 4l [»] 1

Note: To enter driver quantities directly, select a resource account’s cell in the
DriverQuantity column, and type the driver quantity.

7. Save the model.

Assigning activity driver paths

Activity drivers relate the consumption of activities by cost objects (products and services) a company
produces. Activity drivers have assignment paths specifying the cost objects that consume a portion of an
activity.

> Create activity driver assignment paths

1. Select View > Source View, or click ﬁl on the toolbar.

2. Select the Activity Module Summary.

3. Click gl on the Assignment toolbar.

You see the Add Accounts for Assignments dialog box and the accounts available for assignment from
the activity accounts.
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Entering data

4. In the Module Hierarchy section, sclect Cost Object.

1 Add Accounts for Assignments
—Module———— Data Type List dccounts—————————————
£ Besource £ Aot Mot Azsigned
1 Achivit ) Budaet ' Patially Azsigned

~ £ = gl
" Scorecard
— Module Hierarchy
™ Show Reference Mumber ™ Show Percentage Assigned
Cost Object é‘ll‘fﬁl |||

—1 Cost Object

5 XM-500
&= Power Supply

Add Accounts | Cloze I

5. Click Add Accounts.
6. Click Close.
7. Select the Activity Module Summary.

You see the activity driver assignment paths.

m= Activity [Quarter 1] [Named View - Destination]

3 ]3|

- Hame |ReferenceN | DiiverName | | HeferenceNI DriverQuantity =
Tl Activity 1
= Sctting Up 1 no. of setups 2
= Scheduling 2 nio. of loke o Power Supply 3
= |rispecting 3 no. of lots
= Assembling 4 PERCENTAGES
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Entering activity driver quantities

Entering data

To complete apportioning activities among cost objects, specify the quantity of each activity consumed by

a cost object.

> Enter activity driver quantities

1. Double—click the Setting Up activity account in the left pane.

You see the Enter Driver Quantities dialog box.

Click Apply.

w»ok wN

i Enter Driver Quantities

Select no. of setups cell column for the XM-100 account.

Activity Period
M ame: Setting U
Ame S IQuartel'I j
Refftunm: 1
Driver Mame:  no. of setups [~ Display Starage Precision
Driver  Assignments | Total Guantitiesl
—Azzigned To
[~ Show Totals g IActuaIDriverGuantities j
Marne: [ Refdum | no ofsetups | -
i -100 1 14.00
4500 2 13.00

4

Type 14 for the quantity of setups to assign to the XM—100 account.

QK I Cloge Apply
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Entering data

6. Click Close.

You see the Setting Up activity assignment paths and the assigned driver quantities.

:Aclivity [Quarter 1] [Hamed Yiew - Source]

=l
| 3|
- Hame |ReferenceN | DiiverMame | | Name HefemnceNI DriverQuantity ;l
T Activity *h-100 |1 14.00
E Setting Up 1 no. of zetups k500 2 13.00
== Scheduing 2 . of lots i Power Supply 3
== |rispecting 3 . of lots
= A:semmbling 4 PERCEMTAGES
)

-
1 | ¥l 4 3

7. Select the Scheduling activity account.

8. Select the DriverQuantity cell column for the XM-100 account in the right pane.
9. Type 9 as the no. of lots driver quantity to assign to XM-100, and press Enter.
10.

Type 13 as the no. of lots driver quantity to assign to XM-500, and press Enter.

You see the Scheduling activity assignment paths and the assigned driver quantities.

mx Activity [Quarter 1] [Named View - Source]

i

=1 B3

- Hame |Fleferent:eN | Driverlame | | HeferenceNl DriverQuantity ~
2 Activity [ 9.00
E Setting Up 1 no. of setups 2 1300
== Ccheduling 2 no. of lots e Poweer Supply 3
== |rispecting 3 no. of lots
== A\ssembling 4 PERCENTAGES

5
1 | v 0| »
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Entering data

11. Select the Inspecting activity account.

You see the Inspecting activity assignment paths and the assigned driver quantities. Because the no. of

lots driver is a shared driver, activities that use this driver share the same quantities. Therefore, you see
the quantities you entered for the Scheduling account.

:Activit_l,l [Quarter 1] [Hamed Yiew - Destination]
= liniS]

— Name |ReferenceN || DiiverMame | | | Hame | DriverQuantity | =
T Activity i M-100 5.00
8 Setting Up 1 no. of setups E »#M-500 13.00
== Scheduling 2 no. of lots i Povier Supply
E Inzpecting 3 nio. of lots
= A zsembling 4 PERCEMNTAGES

LI -
u ol I»

12. Select the Assembling activity account.

13. In the DriverQuantity cell column for the Power Supply cost object and type 100 and press Enter.
You see the PERCENTAGES driver quantity assigned to the Power Supply cost object.

:Activity [Quarter 1] [Mamed Yiew - Destination]

| @i

- Hame |ReferenceN | DiiverName I I |

@Activit}l
E Setting Up 1 no. of setups I q
== Schedulng 2 no. of loks o F'viEr Supply | 100.00
Elnspecting 3 no. of lots
= i.zzembling 4 PERCEMTAGES

- - :
4] [ 1] |

14. Save the model.
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Entering output quantities

Output quantities are amounts or units of manufactured product, services provided, or customers served by

a company.

> Enter output quantities

1. Select Modules > Cost Object Module, or click EI on the toolbar.

2. Select View > Multilevel View, or click

3. Select the XM-100 account.

on the toolbar.

4. Select Period > Enter Output Quantities.

You see the Enter Output Quantities dialog box.

i Enter Dutput Quantities E3
— Cost Object Cost:
Mame: k-100 Actual: 985
Fieference Mo.: 1 Budget: 9.85
— Output Quantitie:
Lser Entered Output Used Excess
I Actual 1.00 0.00 1.00
™ Budget |1_UD 0.00 1.00
Measure: I
~ Bundle:
| Name | RefNum [ MumUnits | Cost Actual | Cost Budget =
1 [Unit Cost [1 1.00] 9.85 9.85

4

e

Lreate | elete |

Cancel |

For Output, type 1040.
Click OK.

A A g

You see the number of units of each product produced during Quarter 1.
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Use the procedure you just learned to enter 260 as the XM-500 output quantity.

Entering data

79



Entering data

MName ReferenceNumber | Cost I BOCCost II UserOutputty I |
[ Cost Object $1315
T g #iM-1000 1 $9.85 $9.85 1,040.00
I &) Setting Up 1 $0.00
2 Scheduling 2 $0.00
- ) Inspecting 3 $0.00
(&) CD Cartridges g $3.00 $3.00
I (&2 %100 Product Label 10 $0.30 $0.30
L {3 Poweer Supply 3 $6.55 $6.55
B o #M-5000 2 $9.85 $9.85 26000
|- &) Setting Up 1 $0.00
&2 Scheduling 2 $0.00
- &) Inspecting 3 $0.00
(&) CD Cartiidges ] $3.00 $£3.00
- (&3 »h-500 Product Label 11 $0.30 $0.30
L (3 Power Supply 3 $6.55 $6.55
EF g Power Supply 3 $6.55 $6.55
&) Azzembling 4 $0.00
(&) Power Cord 12 $2.25 $225
(&) Transformer 13 $4.30 $4.30 =
<| o

10. Save the model.

In the next lesson

Next, you will calculate the model and see how activity—based costing allocates and distributes costs.
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Calculating costs

The structure of an ABC model defines drivers and cost—assignment paths which direct how costs flow
from resources to activities to cost elements — from expenditures to work to products, services, and
customers.

Typically, costs are entered in an ABC model at the end of a company—defined period. These cost data
come from the company’s general ledger accounts and from external bills of costs. Additional cost
information can come from an MRP system. Production data are also entered into a model.

This lesson addresses:
O Calculating costs
Q Interpreting the calculation summary

Q Viewing and verifying calculation results

Calculating costs

Tyler Electronics cost and production quantities were entered for the Quarter 1 period, so calculations will
be performed for Quarter 1.

» Calculate costs

1. Select Modules > Cost Object Module, or click El on the toolbar

2. Select View > Multilevel View, or click on the toolbar.

3. Select Model > Calculate, or click El on the toolbar.
You see the Calculate dialog box.
4. In the Calculate section, select All Modules.
5. Inthe Errors and Warnings section, select Show Calculation Summary.

6. If the Period is not Quarter 1, click Select Period and double—click Quarter 1.
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7.

8.

9.

In the Data Type section, select Actual.

Calculate E

r— Calculate

"~ Specific Modules
[~ Eesauze
= fativity
[~ CostHbjest
= Seorecard
) Selected Senaunt Wl

™ Update Bill: of Costs Only
¥ Update Consumption Quantities
v Update Dimensional Views

— Ermrorg and ‘Wamings
[ Repart Erars Only

¥ Show Calculation Summary

r— Period
Quarter 1
Select Peniod... |
—Data Type
* Achyal (=]
" Budget B3

Calculating costs

[+ Update Linked Costs

Calculate I Cloze

Click Calculate.

You see a Calculate Status dialog box during the calculation and a Calculation Summary window after

the calculation finishes.

Calculate Status |

Updating: Uzage Quantities
Errars: 0
Warnings: 0

Cancel

E Calculation Summary - Tyler_aml [_ O] x|

Y
Oros Modeler Version 5.2 I

Calculation Sunmary

Friday, July 27, 2001 10:44:03 AN
Oros Quick uses the

Model: Tyler Electronics - [C:\Tyler\TY¥LER.AML] file extension MDL

Modules: Resource, Actiwvity, Cost Object, Icorecard
Period: Quarter 1

Costz: Actual

Errors: 0

Warnings: 0

Mhumber of Assignment Paths: 11

Elapsed Time: 0 3ecs

K1 k4

Click X to close the Calculation Summary window.

Notice that there were no warnings or errors.
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Calculating costs

Interpreting the calculation summary

In most cases, the calculation summary shows no warnings or errors. However, warnings or errors might
occur that are informative rather than problematic. For example, errors and warnings may highlight cost
data that was 000entered incorrectly or omitted, incorrect assignment of resources to activities or of
activities to cost objects, or modules with information yet to be entered.

Experienced activity—based costing users frequently perform a model calculation after creating accounts,
assignment paths, and driver quantities, or entering cost data, as a validation and quality assurance
technique. Calculations can be performed on particular modules using the Specific Modules options in the
Calculate Costs dialog box.

Calculation summary error example

This Calculation Summary displays an error deliberately introduced to demonstrate the information
provided in a Calculation Summary with errors.

E Calculation Summary - Tyler.aml |- [O] ]
P

Oros Quick Version 5.2 I

Calculation Summary

Tednesda June 20, 2001 10:47:21 AM
v ’ Oros Quick uses the
[Model: Tyler Electronics - [C:V\TYLERAVTYLER. AML] file extension .MDL
Modules: BResource, Activity, Cost Object, Scorecard
Period: Quarter 1
Costs: Actual
Errors: 1
arnings: 0
unher of Assignment Paths: 0O
Elapsed Time: 0 Secs

FATAL CALCULATION ERRORS

FATAL: CYCLE FOUND

Cycle Path:
Production in Resource Module is assigned to Scheduling in Activity module.
Scheduling in Actiwvity Module is a unit for Production in Resource module. =

K| vz

A fatal calculation cycle error occurred.

Attaching the Scheduling activity as an internal Bill of Cost to the Production account in the Resource
module was an invalid association. Some of the Production account cost is assigned to the Scheduling
activity and Scheduling is assigned as a unit for Production that is in the Resource module. This creates an
endless calculation cycle that prevents the model from calculating.

To correct the error, remove the Scheduling activity as an internal bill of cost from the Production account
in the Resource module.
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Calculating costs

Viewing and verifying calculation results

The calculation flows resource costs to activities using the resource drivers and activity costs to cost objects
using the activity drivers. After calculating costs, you will want to see the total production costs for each of
the products for Quarterl.

» View cost flow
1. Add two columns to display OutputQuantity and UnitCost.

Note: The BOCCost and UserOutputQty columns were added in the Add Bills of Cost
lesson. If necessary, complete that lesson before continuing and add the
BOCCost and UserOutputQty columns to the Cost Object module. If you added
these columns but they are not visible, move the scroll bar completely to the left
and they should become visible.

2. Expand of the three accounts — XM-100, XM-500, Power Supply.

== Cost Object [Quarter 1] [Named Yiew - ] [_ O]

Hame ReferenceN Cost B =
" ICost Object $112.805. DD||= 12,805.00
EF o #M-100 1 $E7.257.47 33424400 1.040.00 1.040.00 G4.67
|- &3 Setting Up 1 $20.740.74 1994
- &3 Scheduling 2 $8.181.82 7.87
- &) Inspecting 3 $4.090.91 393
I (&) CD Cartridges 8 $3120000  $3712000 300
- &) #M-100 Product Lz 9 3200 $312.00 030
(L3 Power Supply 3 $30.812.00 $30,872.00 29.63
£ o #h-500 2 $45.547.63  $8.561.00 260.00 260.00 17618
|- & Setting Up 1 $19.259.26 74.07
- & Scheduling 2 $11.618.18 45.45
&5 Inzpecting 3 $5.909.09 2273
- (&3 CD Cartridges a $780.00 $780.00 300
- B2 »M-B00 Product L: 10 $78.00 $72.00 030
L (@) Power Supply 2 $7.70300  $7.702.00 2963
EF o Power Supply a $£BEI500  $851500 130000 2963
2 Assembling 4 $30.000.00 23.08
(B Power Cord 1 $2.926.00  $2.926.00 225
(B Transformer 12 $5,530.00  $553000 430 |
| | _'H

3. Save the model.
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Verifying the calculation results

Calculating costs

By looking at the Costs column in the Cost Object module, you can see that the XM—100 product
consumed $67,257.47 of the Tyler Electronics Quarter 1 production expenses during Quarter 1 and the
XM-500 product consumed $45,547.53. These totals include:

O Amount of activity cost each product consumed owing to the activity driver quantities assigned

O Cost of external and internal bills of costs attached to each product

Activity—based costing assigns the $100,000 of production costs to each activity according to the resource

driver assignments and quantities:

Setting Up $40,000 (40%)
Scheduling $20,000 (20%)
Inspecting $10,000 (10%)

Assembling $30,000 (30%)

The products (cost objects) consume activities, and related activity costs, according to the activity driver

assignments and quantities:

Setting Up: XM-100 14 setups
XM-500 13 setups
Scheduling: XM-100 9 lots
XM-500 13 lots
Inspecting: XM-100 9 lots
XM-500 13 lots
Assembling: Power Supply 100%
The external bills of costs attached to the products include:
CD Cartridge and XM—100 Product Label XM-100
CD Cartridge and XM-500 Product Label XM-500

The internal bills of costs attached to the products include:

Power Supply XM-100 and XM-500 $6.55

Transformer and Power Cord

The application calculates cost as follows:

$3.30
$3.30

Activity XM-100 XM-500

Setting Up 14 setups times $40,000 13 setups times $40,000

Scheduling 9 lots times $20,000 13 lots times $20,000

Inspecting 9 lots times $10,000 13 lots times $10,000
Production Sub Total $33,013.47 $36,986.53

Bill of Cost XM-100 XM-500

Assembling 1,040 units times $30,000 260 units times $30,000

Power Supply 1,040 units times $8,515 260 units times $8,515
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Calculating costs

Power Supply Sub Total

$30,812.00

$7,703.00

CD Cartridges

Product Labels

1,040 units @ $3.00 each
1,040 units @ $0.30 each

260 units @ $3.00 each
260 units @ $0.30 each

Package Sub Total $3,432.00 $858.00
XM-100 XM-500

Total Manufacturing Cost  $67,257.47 $45,547.53
Unit Cost XM-100 XM-500

$67,257.47/1,040 units

$45,547.53/260 units

Total Unit Cost

$64.67

$175.18

In the next lesson

Now is an appropriate time to compare activity—based costing and traditional costing methods as these
affect Tyler Electronics business decisions.
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Activity-based costing vs.
traditional costing

The key to the difference between ABC and traditional costing methods lies in the ABC drivers.

Activity—based costing (ABC) relates resources through activities to product cost. Resource drivers relate
how general ledger costs or expenditures are attached and apportioned to work activities. Activity drivers
relate how the products produced, services performed, and customers served consume work activities and
attached general ledger expenditures.

The flow of costs through the two drivers determines the final company business cost and ultimate
profitability.

Viewing production cost through an ABC perspective can have a dramatic effect on company business
practices.

This lesson addresses:
O Activity—based costing and traditional costing

Q ABC summary

Activity-based costing and traditional costing

The following table compares Tyler Electronics production costs from an activity—based and a traditional
costing perspective.
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Activity—based costing vs. traditional costing

Traditional method XM-100 XM-500 Total
Output quantity 1,040 260
Total production support cost $70,000.00 $30,000.00 $100.000.00
(direct labor cost only)
Production support cost per unit: $67.31 $115.38

XM-100 = $70,000 / 1,040 units
XM-500 = $30,000 / 260 units

Activity—based costing method XM-100 XM-500 Total
Output quantity 1,040 260
Activity—based costing method $67,257.47 $45,547.53 $112,805.00
Total cost including materials
Less materials cost (10,244.00) (2,561.00)
(not included in traditional method)
Total production support cost $57,013.47 $42,986.50 $100,000.00
Production support cost per unit: $54.82 $165.33

XM-100 = $57,013 / 1,040 units
XM-500 = $42,986 / 260 units

Percent Difference (ABC vs. Traditional) -18.6% 43.3%

Tyler Electronics traditional cost management system assigned cost based on percentage of direct labor
cost attached to production. Tyler used a direct labor pro rata share of 70% for the XM—100 products and
30% for the XM—500 products.

Comparing the activity—based cost assignment to the traditional cost assignment, it is apparent that the
XM-100 product consumes much less production support cost whereas the XM—500 product consumes
considerably more.

The ABC analysis more accurately reflects the true and relevant costs of producing the two products for the
period. Tyler Electronics can use this information to support meaningful decisions about product mix,
enhancements, pricing, and the strategic management of the company.

Before making any decisions, Tyler Electronics will enhance and complete their activity—based costing
model. If current trends continue, it appears that the Tyler traditional production support cost for the XM—
100 and XM-500 products will be misleading.
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ABC summary

Activity—based costing provides information that more accurately reflects incurred costs. All production
costs are assigned on the basis of consumption of activities performed then are based on actual resource
expenditures. Contrast this with traditional cost systems that assign costs on the basis of indirect, unrelated,
or arbitrary measures.

For example, product costs that accurately reflect incurred costs reduce the possibility that prices are set
incorrectly or that unprofitable products are sold aggressively.

In addition to product costing, you can use activity—based costing to:

Q Pinpoint the causes of cost

Determine the costs of activities and processes

Analyze activities or policies that cause costs

Examine closely all the resource costs of your company

Scrutinize how company expenditures are assigned to activities and products
Estimate the cost of new products

Analyze business processes

Calculate the cost impact of proposed process improvements

0 0O 000 0 o0 o

Analyze value—added and non value—added activities in processes
O Analyze quality

In addition to providing strategic information for manufacturing enterprises, the application supports
activity analysis in service businesses and organizations, process industries, engineering projects, and many
other areas of commerce.

In the next lesson

In the next lesson, you will build a scorecard to determine whether you are measuring and communicating
your strategic goals. When these elements have been defined and implemented, and with the company
scorecard in place, company goals can be prioritized, aligned, and effectively focused into a coherent
system.
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A scorecard is a performance management tool to measure and communicate strategic goals. Organizations
use this tool to align the performance efforts of each department with goals defined for the company and to
integrate their strategic plan into the fiber of the company.

By building a scorecard, management can express corporate strategic goals as a set of measurable financial
and non—financial objectives. A scorecard increases the management effectiveness in accomplishing
company goals by enhancing the transition from strategic objectives to tactics to results.

A scorecard can:

O Foster communication among employees

Measure successes against strategies and objectives

Align and focus team efforts while the opportunity to improve exists

Focus proper resources on the necessary activities to realize company strategies

Increase organizational efficiency

0O 0O 0O 0O D

Form the basis for reviews to reduce risk

Building and using the scorecard produces a tangible reporting system for translating strategy into action.
This lesson addresses:

Identifying scorecard elements

Defining strategies and objectives

Building the Scorecard module structure

Deleting columns from the view

Ranking and weighting strategies and objectives

Measuring accomplishments

Defining meters

0O 0000 0 o0 O

Assigning meters using the Scorecard Wizard
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Identifying scorecard elements

To build a company scorecard, certain fundamental elements are necessary:
1. A set of strategy—based objectives expressed in measurable terms

2. Performance data based on data being tracked by the company

3. A reporting and analysis tool

When these elements have been defined and implemented, and with the company scorecard in place,
company goals can be prioritized, aligned, and effectively focused into a coherent system. The gap between
the company mission and the day—to—day activities the company performs narrows. World—class
improvement and achievement using performance measures becomes the company standard.

Defining strategies and objectives

Once the company mission is established, the strategies and objectives by which the company will achieve
its mission are defined.

The Tyler Electronics mission: High performance CD products from a high performance company.
Based on this mission, Tyler has defined the following strategies:
Q Build high—quality products

Q Deliver cost—effective products

Building the Scorecard module structure

You begin building the Scorecard module by adding your company’s strategies and the objectives to meet
those strategies.

Adding strategies

Before adding the first strategy, you must make the Scorecard module active.

> Adda strategy

1. Select Modules > Scorecard Module, or click 3@:| on the toolbar.

You see the Scorecard module open.

2. Seclect Edit > Create Strategy, or click gl on the toolbar.
You see a new strategy named Strategyl added to the module.

3. Double—click the name Strategy1.

4. Type Deliver Cost—Effective Products.
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5. Press Enter.
To view the entire strategy name, click and drag the right edge of the Name column.
6. Sclect the Scorecard Module Summary.

Note: Strategies and objectives are added below the selected objective or strategy.
When adding a strategy or objective, select the strategy or objective to which the
new strategy or objective belongs. The new strategy or objective is added to the
top of the selected strategy or objective list. You can re—order the strategies and
objectives later by dragging them.

7. Use the procedure you just learned to add another strategy named Build High—Quality Products.

¥ Scorecard [Quarter 1] [Named View - Scorecard]

Score | W | Stretch | Inactive | Cancel | Dverride
ﬁ Scorecard 0.00

5
F (1 Build High-Duality Products v
Develop Cost-Effective Products w
4| | i3

8. Save the model.

Name

Adding objectives
Having defined the company strategies, objectives must be developed to support the overall strategies.

Note: Oros Quick is limited to six objectives in the Scorecard module. More than six
objectives can be created but then the model cannot be saved.

Tyler has defined the following objectives:

Q Control the cost to produce XM—-100 and XM-500 CDs to no more than 95% of budget during each
operating period

Setting up the XM—100 production run will not exceed 33 minutes
Setting up the XM—500 production run will not exceed 56 minutes
Inspections will result in an average of less than 1.5 rejected CDs per 10 lots

The XM—-100 and XM—500 will receive the ‘Best—in—Industry’ award

0O 0O O O

Now, you will create six objectives for the Tyler Electronics model.

» Add an objective
1. Select the Build High—Quality Products strategy.

Select Edit > Create Objective, or click |i on the toolbar.
Double—click Objective1.

2
3
4. Type Receive Best—in—-Industry award.
5. Press Enter.

6

Use the procedure you just learned to another objective named Inspection reject rate.
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7. Select the Deliver Cost-Effective Products strategy.

8. Click [% four times.
9. Double—click Objective3.
10. Type XM-100 production setup time.

11. Repeat steps 9 and 10 to rename the remaining objectives as follows:

Objective

XM-500 production setup time
Control XM—100 CD production cost
Control XM-500 CD production cost

9‘ Scorecard [Quarter 1] [Hamed View - Scorecard]

E Scorecard
23 Build High-Guality Products
': @ Inspection reject rate

- Receive Bestindndusty award
I Develop CastEffective Products
E @ #hd-100 production setup time

Mame Score | W |Stietch | Inactive | Cancel m Potenhial | =)

@ #h-500 production setup time
3 Control #M-100 CD production cost
L 23 Control #M-500 CD production cost | =

444444 Ip

ntl

1] |

12. Save the model.

Deleting columns from the view

When you select the Scorecard module, a default scorecard view is loaded. For now, you will delete
columns from this view. In the next lesson, you will add new columns and create a new view.

> Delete a column

1. Right—click the column heading titled W.
You see a pop—up menu.

2. Select Delete Column.

3. Press Shift and click the remaining columns to the right to select them.
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4. Press Delete.

You see just the Name, Score icon, and Score property columns remain.

¥ Scorecard [Quarter 1] [Named View - ]

o

Name | Score I;
@ Scorecard X
I ‘23 Build High-Quality Products

£ Inspection reject rate

% Receive Bestindndusty award
‘HADevelop CostEffective Praducts

@ #0100 production setup time:

5@3 #h-500 production setup time

@ Caontrol $-100 CD production cost

%G Control #M-500 CD production cost

-
4 G

444444441

Ranking and weighting strategies and objectives

Now that you have defined and created strategies and objectives you must be rank and weight them.

Ranking and weighting prioritizes strategies and objectives. Prioritizing strategies and objectives allows
management to:

Q Reflect strategic importance

Q Influence the relative importance of each objective
Q Compare strategic hierarchies logically
a

Focus and allocate resources to achieve company goals

Displaying ranks and weights

By default, the scorecard is set up with four descriptive rank properties and four accompanying numerical
weight properties. You view ranks and weights assigned to objectives by adding the ranking and weighting
properties to the Scorecard module as columns.

> Display ranks and weights

1. In the Scorecard module, double—click the blank heading on the column—heading bar.
You see the Add Column dialog box.

Click the Scorecard tab.

From the Property drop—down list, select Ranking.

Click Add.

From the Property drop—down list, select Weighting.

Click Add.

o v AW
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7. Click Close.

You see that the default rank, Business as usual, and a default weight are assigned to all strategies and
objectives.

# Scorecard [Quarter 1] [Named Vi
Mame R anking Weighting
EScorecard

100.00%
ﬁBuiId High-Guality Products I} Buziness as usual R0.00%
': @ Inspection reject rate Busginess az usual R0.00%
@ Receive Bestin-lndusty award 2] Business a5 usual 50.00%
liﬁDevelop Cost-E flective Products Business az usual B0.00%
'@Z‘ #M-100 production setup time Business az usual 25.00%
':@:' #M-500 production setup time Business az usual 25.00%
':@:' Caontrol =M-100 CD production cost Business az usual 25.00%
@ Contral 3M-800 CD production cost

Business as usual 25.00%

AAREEEEER

Assigning ranks and weights
There are two ways to assign ranks and weights to objectives:
O Use the ranking table

Q Enter weights directly as percentages

The ranking table

The ranking table provides a way to assign preset ranks and values to strategies and objectives. The table
contains four preset descriptions and values, which can remain as defined or can be customized.

> Use the ranking table
1. Select Model > Options.
You see the Model Options dialog box.
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2. Click the Scorecard tab.
By default, Use ranking table is selected.

Note: The Description and its associated Value (marked with an asterisk) is the default
for new strategies and objectives.

Model Dptions (%]
General | Diriver I Cost Elements I Security I
Scarecard | Conditions I Flanning

Potential Inde:

—

Fanking
—~

Drescription Walue
IHighest priciity I g
ISpeciaI attention I 4

* IBusiness ag usual I 2
INice to have I 1
* Default ranking for new strategies and objectives.

QK. I Cancel Help

3. Click OK.

> Assign weights and ranks using the ranking table

1. Click the Ranking column cell for the Inspection reject rate objective.

Scorecard [Quarter 1] [Named Yiew - ]

Name I 5 I Score I Ranking |We I =
S5 c0recard = 00 100.00%
23 Build High-Quality Products w I} Buginess as usual 50,005
G- Inspection reject rate v 50.00%
@ Receive Best-in-lhdustry award w Buziness az usual R0.00%
ﬁ Develop Cost-Effective Products w I} B uziness as usual RO.00%
@ #0100 production setup time v Buginess as usual 25.00%
@ #0500 production setup time v Business as usual 25.00%
- Control 3M-100 CD production cost v Business az Lsual 25.00%
G- Control %4-500 CD production cost v Business as Lsual 25.00%

=

d | ol

2. Select Highest priority from the drop—down list.
You see the Weighting column value for Inspection reject rate change to 80%.

3. Click the Ranking column cell for the Receive Best—in-Industry award objective.
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Select Nice to have from the drop—down list.

You see the Weighting column value for Receive Best—in—Industry award change to 11.11% and the
Inspection reject rate change to 88.89%. Because you are using the ranking table, the weight values
automatically adjust according to the assigned ranking.

Use the procedure you just learned to assign the following rankings to the objectives for the Deliver
Cost-Effective Products strategy:

Objectives Ranking
XM-100 production set up time Special attention
XM-500 production set up time Special attention
Control XM—100 CD production cost Highest priority
Control XM-500 CD production cost Highest priority

9- Scorecard [Quarter 1] [Mamed View - ]

Hame I S I Score I Ranking IWeightingI =
S 5corecad = 100.00%
27 Build High-Quality Products w (1I} Business as usual 50,002
': @ Inspection reject rate v Highest priority 88.89%
@ Receive Best-in- ndustry award v Nice to have MA1%
| Develop Cost-Effective Products v Business as usual 50,00
@ 30100 production zetup time w Special attention 16.67%
@ b -B00 production setup time w 16.67%
- Control 44-100 CD production cost - 0o 33.33%
- Control 4-500 CO production cost - 33.33%
=
J | o

Save the model.

> Assign weights directly as percentages

1.

¥ ® N kwDN

Select Model > Options.

You see the Model Options dialog box.

Select the Scorecard tab.

Clear Use ranking table.

Click OK.

Click the Weighting column cell for the Inspection reject rate objective.

Type 85 to replace the 88.89 calculated percentage.

Press Enter.

Click the Weighting column entry for the Receive Best—-in—Industry award objective.

Type 15 to replace the 11.11 calculated percentage.
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10. Press Enter.

# Scorecard [Quarter 1] [Named View - ]

Name Score Ranking =
" Scorecard 0.00 100.00%
= Buid High-Quality Products SENI) Business as usual B0.00%
I: @ Inzpection reject rate I} Highest priority 35.00%
@ Receive Bestin-ndustry award Mice to have

"7 Deliver CostEffective Products
@ #=-100 production setup time
@ #5000 production setup time
¥ Control 344-100 CD production cost
¥ Contral 44-500 CO production cost

-
4| | 3

11. Save the model.

Business as usual 50.00%
Special attention 16.67%
Special attention 16.67%
Highest pricrity 33.33%
RERININ Highest pricrity 3333%

AEREE LR RIS

The total weight for all strategies and objectives is always 100%. Because Tyler Electronics defined two
company strategies, a 50% weighting was assigned to each.

For the Deliver Cost—Effective Products strategy objectives, you assigned weights using the ranking table.
Within the Build High—Quality Products strategy, there are two objectives. You directly assigned weights
that totaled 100%. However, weights totaling less than 100% could have been assigned.

If you inadvertently enter weight percentages that results in the total weight percentage for all objectives to
exceed 100%, after you calculate the model, these percentages will adjust so that they equal 100%.

Measuring accomplishments

Strategies and objectives have been defined, created, weighted, and ranked. Next, you need to measure
whether the Tyler strategic objectives are being accomplished.

The scorecard measures accomplishment of objectives using meters, targets, and attributes. A meter
translates a measurement into a score. Then, the score is normalized across a range and comparisons are
made between the measurement and the target.

Meters

A meter compares different measures and translates the result into a score. The score is aligned with an
index scale. The scorecard uses a scale from —2 to +2 and assigns one of four symbols to each range in the
index.

The Scorecard index scale

1t02 i
0 to <1 ,_JI},
—-1to <0 —=
-2 to <1 wyr
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Developing a scorecard

Type

Definition

Examples

Qualitative

Score is derived from an objective measure. This meter is
based on qualitative data.

Completion status
Yes/No measures

Absolute Numeric

Score is derived from a numeric property or attribute. This
meter is based on numeric data.

Number of days
Numeric score received

Calculated Numeric

Score is derived from a calculated attribute. This meter is
based on numeric data.

Number of rejects per lot

Relative Numeric

Score is derived by determining the percentage of the
objective measure to the objective target. This meter is
based on numeric data.

Percentage of revenue
Difference from target value

Targets

A target is a goal established for projected resources, activities, or cost objects. Targets are based on
strategic objectives and are used to measure performance and generate scores for relative numeric meters.

Defining meters

The accomplishments of Tyler Electronics will be evaluated using four types of meters: qualitative,
absolute numeric, calculated numeric, and relative numeric. Targets are used with relative numeric meters

only.

Defining meters

The accomplishments of Tyler Electronics will be evaluated using four types of meters: qualitative,
absolute numeric, calculated numeric, and relative numeric. Targets are used with relative numeric meters.

> Create a qualitative meter

1. Select Model > Define Meters.

You see the Define Meters dialog box.

i Define Meters 1]
—Meter
[} et Edit.

ElEte

Mew deter...

Ll

Cloze

Help

2. Click New Meter.
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You see the Meter Definition dialog box.

Meter Definition E

Mame: || Rollup: IAverage 'l
— Meast

Source: |<Unkn0wn> j & St ) Budget

= | Gulate s e peraenh i barae

= Ijarget

Coee; I j &) Lot 40 Budget

— Lookup T able

Fiow Operations:

= Condition I Measure I Score |

Define Attributes...l Ok I Cancel | Help e aauges..

3. Inthe Name text box, type Awards.
4. Click Define Attributes.

You see the Define Attributes dialog box.

i Define Attributes [ x]
Definition
Attribute Type:
Mame: |
Teut

T EasuTE: |

Equatior | _I

[Ereate

e
Eedefine |
[«

Altributes: ™ Show Measures
Name

| =]Inspection Reject Rate

Product Aszembly

[#] Rejects

[#2]XM-100 Set Up Time

[#2] XM-500 Set Up Time

4 [v[]

[0t | Easte I [elete | Cloze |

5. In the Name text box, type Awards.
6. From the Attribute Type drop—down list, select Center.
7. Click Create.
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10.
11.

12.

The attribute center Awards is added to the Attributes list.

1 Define Attributes E
Definition
Attibute Type:
Mame: IAwards SHELE L
Ceriter A
I Easue: I
[Ereate |
Equatior | |
Hedefite |
Altributes: ™ Show Measures

Name

[#2] XM-100 Set Up Time
[#2] XM-500 Set Up Time

El]

| v
Cutt | Faste I Delete I Cloze |

2

In the Attributes list, select Awards so that you can add attributes to the center.

In the Name text box, type Winner to replace Awards.

From the Attribute Type drop—down list, select Text.
Click Create.

The attribute Winner is added to the Awards center.

Use the procedure you just learned to add three more text attributes named:

Top Three
Considered
Not Considered

i Define Attributes
Definitioh
Attribute Type:
Marne: |
Teut =
Ieasure: I
[Ereate |
Egquatiorn; I |
Eedefine |
Altributes: ™ Show Measures
Rejects
F2IXM-100 Set 1o Time -
4] >
(S Easte Welete | Cloze I
4
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13. Click Close.

You see the Meter Definition dialog box.

14. From the Source drop—down list in the Measure section, double—click Awards.
Mame: |Awards Bollup: IAverage 'l
— Measure
Source: |<Unkn0wn> j O O Blidaet
[ Celeula [i23 Text Atributes -
= larget=— . £
Z Product Azsembly
SOUCEL ) Mumeric Attributes %1 St 471 Budae
B [=] Inspection Rejsct Rate
-|##] Rejects
(LookupTat| (] h-100 BudgetritCost
| o8] %100 Set Up Time
[ Fiow Operi| - IS8] s0-500 BudgetlnitCast
I C -|##&] ##4-500 Set Up Time Score I
@ Mumeric: Properties
"..[##] BOCCost =l
QefineAttributes...l Ok | Cancel | Help | IR gauge...l

You see the meter condition, measure, and score values appear in the Lookup Table section.

Meter Definition E
Mame: IAward Bollup: IAverage 'l
— Meast
Source: (&) Lot ! Budaet
I | Caleulate as & percentof tanget
= Ijarget
SouTGe; I j @ fotual €0 Budaet
— Lookup Table
Row Operations: fl ‘l
Condition |
|_|is equal to Winner
|_|is equal to Top Three
|_|is equal to Conzidered
iz equal o Mot Congidered

Define Attributes...l QK I Cancel I Help | Wiew gauge ... |

15. In the Lookup Table section, double—click the Score cell for the Winner measure.

16. Type 2 and press Enter.
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17. Use the procedure you just learned to add the scores as shown in the following illustration.

Meter Definition E
Mame: Bollup: IAverage 'l
— Meast
Source: IAwards j & St ) Budget
I | Calzulate as & percent of targef
= Ijarget
SouTEE; I j @ fotal 0] Budmet
— Lookup Table
Fow Operations: fI ‘l
Condition | Score
| |iz equal to inner
| |is equal to Top Three
| |is equal to Congidered
is equal to Mot Congidered
Define Attributes. .. | QK I Cancel Help Wiew gauge ...

18. Click View gauge.

You see the Awards scorecard meter as a gauge.

Meter Details

Top Three Considered

“wdiiner Mot Considered

i Cloze

19. Click Close.
20. Click OK.

You see the Define Meters dialog box, which now contains a new meter named Awards.

i Define Meters E
— Meter.

5] Meters Edit..
ol fumards 4'
[elete |

Cloze Help
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» Create an absolute numeric meter

1. Click New Meter.

You see the Meter Definition dialog box.

In the Name text box, type XM-100 Set Up Time.

From the Source drop down list, double—click the numeric attribute XM—100 Set Up Time.

In the Lookup Table section, double—click the Measure cell for the if less than condition.

wok »n

Type 33 and press Enter.
The cursor moves to the Score cell for the if less than condition.
6. Type 1.5 and press Enter.

You see the following meter definition.

Meter Definition E
Mame:  [xM-100Set Up Time Bolup: [Average |
— Meast
Source: IXM-‘I 00 Set Up Time j & Actual " Budget
™ Calculate as a percent of target
= Ijarget
Coee; I j &) Lot 40 Budget
— Lookup T able

Fiow Operations:

Condition | teazure Scaore
|__|if less than El ——— e — IKED
else | 0.00]

Define Attributes...l QK I Cancel Help Wiew gauge ...

7. Click 2 to create a new meter condition.

The cursor moves to the Measure cell for the new else if less than condition.
8. Type 40 and press Enter.

The cursor moves to the Score cell for the else if less than condition.
9. Type .5 and press Enter.

10. Use the procedure you just learned to create another else if less than condition with the values:

Measure Score
47 -5

11. Double—click the Score cell for the else condition.

Oros ABC/M and Oros Scorecard Tutorial 104



12. Type —1.5 and press Enter.

You see the following meter definitions.

Meter Definition
Mame:  [+M-100 Set Up Time Bolup: [&verage =l
~Meas.
Source: IXM-‘I 00 Set Up Time j =+ Actual " Budget
™ Calculate as a percent of target
= Ilaraet
SaUree: I j ) Lot € Bulget
— Laokup Table

Fiow Operations:

Condition [ Measure

| |if less than

|| else if less than
else if less than
else

Define Attributes. .. | 0k I Cancel Help

Wiew gauge ...

13. Click View gauge.

You see the XM—-100 Set Up Time meter displayed as a gauge.

Meter Details

40.00

33.00 47.00

14. Click Close.
15. Click OK.
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You see the Define Meters dialog box, which contains a new meter named XM—100 Set Up Time.

i Define Meters %]
— Meter
@ Meters

ol Bwards
& %M-100 Set Up Time

Delete

Mew Meter... |

Close | Help |

v

16. Use the procedure you just learned to create another absolute numeric meter as follows:

Name Source
XM-500 Set Up Time = XM-500 Set Up Time

Create the measures and scores for the XM-500 Setup Time meter as shown in the following

illustration.
Meter Definition E
Mame:  [<M-500 Set Up Time Bollup: [Average |
— Meast
Source: IXM-SDD Set Up Time j % Actual ' Budget
™ Calculate as a percent of target
= Ijarget
SouTEE; I j @ fotal 0] Budmet
— Lookup Table

Fiow Operations:

Condition [ Measure
if less than
| |else if less than
| |else if less than
else

Define Attributes...l QK I Cancel Help Wiew gauge ...
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17. Click OK to close the Meter Definition dialog box.
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You see the Define Meters dialog box, which contains a new meter named XM—500 Set Up Time.

i Define Meters %]
— Meter
@ Meters Edit... |

A& Awards

il ¥M-B00 Set Up Time

Delete |

Close

Help

N

» Create a calculated numeric meter

1. Click New Meter.

You see the Meter Definition dialog box.

2. In the Name text box, type Inspection Reject Rate.

3. From the Source drop—down list, double—click the numeric attribute Inspection Reject Rate.

The equal sign next to the attribute name indicates this is a calculated numeric attribute.

0 Text Attributes

N

i C Product Assembly
=70 Mumeric Attributes

----- BEXEirspection B eject Bate
|l Rejects k
%] 5M-100 BudgetnitCost
2] #M-100 Set Up Time
| ] ¥M-500 BudgetUnitCest

i
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4. Create the Inspection Reject Rate calculated numeric meter measures and scores as shown in the

following illustration.

Meter Definition E3
Marne: Ilnspection Reject Rate Bollup: IAverage j

~Meast

Source: Ilnspection Feject Rate

j & Actyal ' Budget

™ Calculate az a percent of target

= Ilarges

SOuTEe; I

j @) Lot €0 Budaer

— Lookup T able

Fiow Operations:

Condition |

if lezs than
elze if less than

|_|else if less than 450 S e 1.00
else I

teasure | Score
1.50 200

300 —— e d— 100

Define Attributes...l ok I Cancel Help “Wiew gauge ...

5. Click OK.

You see the Define Meters dialog box, which contains a new meter named Inspection Reject Rate.

i Define Meters %]
— Meter
) Meters Edit... |

-Gl fwards

- #M-100 Set Up Time
i ¥M-500 Set Up Time
------- && Inspection Feject Fate

Delete |

Close

Help

» Create a relative numeric meter for the XM—-100 product

1. Click New Meter.

You see the Meter Definition dialog box.

Select Calculate as a percent of target.

Click Define Attributes.

o v AW
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In the Name text box, type Cost XM-100 CD Changer.

In the Name text box, type XM—100 BudgetUnitCost.

From the Source drop—down list, double—click the numeric property UnitCost.
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7. From the Attribute Type drop—down list, select Numeric.

8. In the Measure text box, type dollars per unit.
9. Click Create then click Close.

You see the Meter Definition dialog box.

Developing a scorecard

10. From the Target section Source drop—down list, double—click the numeric attribute XM—100

BudgetUnitCost..

11. Create the Cost XM-100 CD Changer calculated numeric meter measures and as shown in the

following illustration.

Meter Definition

Mame: ICost #M-100 Changer

~ Measure

Bollup: IAverage

=

Source: IUnitEost j & Actual " Budget
¥ Calculate as a percent of target
— Target

Source: IXM-‘IUD BudgetUnitCost j & Actual € Budget

Lackup Table

Row Operations:

Canditiot |
if less than
|_|else if less than
| |elee if less than
else

Define Attributes... | ok I Cancel Help

“Wiew gauge ...

12. Click OK.

You see the Define Meters dialog box, which contains a new meter named Cost XM—100 CD Changer.

i Define Meters E
— Meter

@ Meters Edit... |
il Aanards
£ <M-100 Set Up Time

& M-500 Set Up Time Delete |

& Inspection Rejsct Fate
&l Cost <M-100 CD' Changer

Cloze Help
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Developing a scorecard

Create a relative numeric meter for the XM-500 product
Click New Meter.

You see the Meter Definition dialog box.

In the Name text box, type Cost XM-500 CD Changer.

From the Source drop—down list, double—click the numeric property UnitCost.
Select Calculate as a percent of target.

Click Define Attributes.

In the Name text box, type XM-500 BudgetUnitCost.

From the Attribute Type drop—down list, select Numeric.

In the Measure text box, type dollars per unit.

Click Create then click Close.

You see the Meter Definition dialog box.

From the Target section Source drop—down list, double—click the numeric attribute XM-500
BudgetUnitCost.

Create the Cost XM-500 CD Changer calculated numeric meter measures and as shown in the
following illustration.

Meter Definition E
Hame: ICDSt #M-800 CO Changer Rollup: IAverage 'l
— Meast
Source: IXM-SDD BudgetlnitCost j % Actual ' Budget
™ Calculate as a percent of target
= Ijarget
SouTEE; I j @ fotal 0] Budmet
— Lookup Table

Fiow Operations:

Condition [ Measure
|__|if less than

| |else if less than

| |else if less than

else

Define Attributes...l QK I Cancel Help Wiew gauge ...
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12. Click OK.

You see the Define Meters dialog box, which contains a new meter named Cost XM—500 CD Changer.

i Define Meters %]
— Meter
@ Meters Edit... |

& >M-100 Set Up Time

& M50 Set Up Time L=Ee |
&& Inspection Feject Fate
£ Cost }$M-100 CO' Changer

L Cost®M-500 CD Changer

Close Help

N

13. Click Close.
14. Save the model.

Assigning meters using the Scorecard Wizard

Once you have established objectives and meters, you can use the Scorecard Wizard to create an
association between objectives, meters, and source accounts. With the Scorecard Wizard you can:

Q Assign attributes directly to objectives without having to make an account association
O Create a new account as a source for an objective
O Select an existing account as a source for an objective

Note: You can also use the Scorecard Wizard to create a new meter; however, this
procedure is not addressed in this tutorial.

Next, you will use the Scorecard Wizard to associate existing accounts with the meters and targets you just
created.
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> Assign the meter for the Inspection reject rate objective
1. Select the Inspection reject rate objective.
2. Select Tools > Scorecard > Scorecard Wizard.

You see the first Scorecard Wizard dialog box.

Scorecard Wizard E

Thig wizard helps vou specify a source account, a meter, and meter
walues for the source account. The source for this objective will be
aln):

' Mew account

A new account iz created in your model, including an association
b0 your new account.

" Exigting account

An azzociation is created for an existing account in your model.

< Back I Mest > I Cancel Help

3. Sclect Existing account.
4. Click Next.

You see the second Scorecard Wizard dialog box.

Scorecard Wizard E

Click the Select Account button to locate an existing account.

Select Account... |

Source

Module: ! Hesource. 61 Activity €0 East [hijest

Mame: I

Fieference Mo.: I

Center: IActivity

< Back Cancel Help

5. Click Select Account.
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You see the Select Account dialog box.

~Module————— Data Type List Accounts
R & fuotisl ) Wt Sesigned
] Budges ) Eariially Assigned
" Cost Object & Al
) Soarenard .
— Module Hierarch
™ Show Reference Number I= | Ghow Percentage Assiared
Auctivity é‘ld’(l |||

1 Activity

E Setting Up
&= Scheduling
E Ingpecting
&= Assembling

edsi ||

6. Select the Inspecting activity.
7. Click OK.

You see the Scorecard Wizard.

Scorecard Wizard E

Click the Select Account button to locate an existing account,

Select Account... |

— Source
Module: ! Hesource: 8 Sotivity €0 Eosh[kject
Mame: Ilnspecting

Reference Ma.: |3

Center: IAc:tivit_l,l

Cancel Help
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8. Click Next.

You see the next Scorecard Wizard dialog box.

Scorecard Wizard [ %]

Specify the meter for thiz objective. The selected meter applies to all
azzociations of this objective.

Ayvailable meters:

£ Cost <M-500 CD Changer
& Inspection Fleject Fate
£ <M-100 Set Up Time
Ak >M-500 Set Up Time

Define Meters... |
< Back I Mext > I Cancel | Help |

9. Sclect Inspection Reject Rate.
10. Click Next.

You see the final Scorecard Wizard dialog box.

Scorecard Wizard [ %]

Specify the measzure and target values. The walue's property or
altribute iz displayed on the right. Entered values are stored as
attributes on the source account.

Measure: |5.45 [Inzpection Reject Rate)
Target: I

< Back Cancel Help

11. Click Finish.
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12. Expand the Inspection Reject Rate objective.

You see that the Inspecting activity has been added to the objective.

¥ Scorecard [Quarter 1] [Named View - ]

Mame 5 |Score [Ranking Weighting =

i Seorecard = 0 100.00%

=71 Build High-Quality Products w ) Business az usual 50.00%

@ Inzpection reject rate w 1} Highiest pricrity a5.00%

L Inspecting v ) Mice to have 15.00%

3 Receive Bestindndustry award w i} Mice to have 15.00%

ZA Deliver Cost-Effective Praducts w 1} S pecial attention 16.67%

@ #-100 production zetup time w 1} S pecial attention 16.67%

@ #M-500 production setup time v I} Highest pricrity 33.33%

@ Cantral %k-100 CD praduction cost w i} Highest pricrity 33.33%
@ Control #-5300 CO production cost

-
4 ]

> Assign the meter for the Receive Best—-in—-Industry award objective
1. Select the Receive Best-in—-Industry award objective.
2. Right—click Tools > Scorecard > Scorecard Wizard.

Note: In addition to selecting the Scorecard Wizard from the Tools menu, you can also
open the Scorecard Wizard by right—clicking on an object and selecting
Scorecard Wizard from the pop—up menu.

3. Select Existing account.
4. Click Next.

5. Click Select Account.

6.

In the Module section, select Cost Object.
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7. In the Cost Object list, sclect XM—100.

i Select Account [ %]
— Module Data Type List Accounts—————————————
" Besource &) Lot ) Wit Assigned

© Activity

) Budmet

) Eartiallndssianed

% Cost Object
) Scorecard

& 4

— Module Hierarchy
™ Show Reference Mumber
Cost Object

I | Shiow Pereentage Assianed

=| x| =@

| Mame |

Reflum

D

EL]

| v

Edt |-

Cancel

8. Click OK.
9. Click Next.

10. Select the Awards meter from the Available meters list.

11. Click Next.

12. From the Measure drop—down list, select Winner.

13. Click Finish.

The Scorecard Wizard closes and You see the Scorecard module.

14. Expand the Receive Best—in—Industry award objective.

You see that the XM—100 account has been added to the objective.

¥ Scorecard [Quarter 1] [Named View - ]

Developing a scorecard

7 Scarecard
70 Build High-Quality Products
@ Inzpection reject rate
L Inspecting
@ Receive Bestindndusty award
L Fwm-100
2 Deliver Cost-Effective Products
@ ¥M-100 production setup time
@ ¥M-500 production zetup tine
@ Contral %<M-100 CD production cost
¥ Control %M-500 CD production cost

«

(00} Euziness as usual
Special attention
I} Special attention
Highest pricrity
N0 Highest priority

100.00%

50.00%
85.00%

15.00%

50.00%
16.67%
16.67%
33.33%
3333

15. Save the model.
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16. Select Tools > Scorecard > Scorecard Wizard.
You see the final Scorecard Wizard dialog box for the Awards measure.

Note: Because the Receive Best—in—Industry award objective is still selected, the
Scorecard Wizard returns you to the last step for its meter.

17. Click Back three times to return to the step in the Scorecard Wizard where you select the account
type.

Scorecard Wizard E

Thiz wizard helps you specify a source account, a meter, and meter
values for the zource account. The source for thiz objective will be
aln):

" Mew account

A new account i created in your model, including an association
to your new account,

¢ Existing account

An association iz created for an exigting account in wour model.

< Back I Mest > I Cancel Help

18. Select Existing Account.
19. Click Next.

20. Use the procedure you just learned to assign the Awards meter to the XM-500 cost object with the
Measure value of Winner.

# Scorecard [Quarter 1] [Named View - |

Hame I 5 I Score | Ranking I Weighting | =
3 Seorecard = 000 100.00%
=31 Build High-Buality Products w | Business a3 usual 50,007
@ Inspection reject rate w Highest pricrity 85007
L |nzpecting w
@ Receive Bestin-ndustry award v | Mice to have 15.00%
h-100 FY
#h-500 FY
T Deliver CostE ffective Products w uginess a3 usual 50,007
@ #¥M-100 production setup time w | Special attention 16.67%
@ #¥M-500 production setup time w pecial attention 1B.67%
@ Control #k-100 CD production cost w ) Highest prionty 33.33%
@ Control #k-500 CD production cost w Highest pricrity 3333
udl | 2
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> Assign the meters for the Deliver Cost Effective Products objectives

1. Using what you learned in the previous procedure, add four more meters and cost objects to the
objectives as follows:

Objective Cost Meter Measure
object

XM-100 production set up time XM-100 XM-100 Set Up Time 33

XM-500 production set up time XM-500 XM-500 Set Up Time 56

Control XM—100 CD production cost XM-100 Cost XM—100 CD Changer <blank>

Control XM-500 CD production cost XM-500 Cost XM-500 CD Changer <blank>

Note: No measure data is required for the Control XM—-100 CD production cost and
Control XM-500 CD production cost objectives because these measures are
based on unit cost data already contained in the model.

# Scorecard [Quarter 1] [Named View - |

Name I 5 | Score I Ranking I Weighting I =1
" Scorecad = 00 100.00%
=3 Build High-Gluality Praducts w Business as usual B0.00%
@ Inzpection reject rate w Highest pricrity 85.00%
L Inspecting w 1l
3 Receive Bestindndusty award v Mice to have 15.00%
t w100 s
=hd-B00 als,
" Deliver Cost-Effective Praducts A 4 Business az usual B0.00%
@ #M-100 production setup time w (11} S pecial attention 16.67%
@ #M-500 production setup time w Special attention 1B.E7%
@ Cantrol }t-100 CD production cost w Highest pricrity 33.33%
@ Control #k4-500 CO production cost w I Highest pricrity 33.33%
| | [

2. Expand the Deliver Cost-Effective Products strategy.
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You see that the XM—100 cost object has been added to the XM—100 production setup time and
Control XM—100 CD production cost objectives, and the XM—500 cost object has been added to the
XM-500 production setup time and Control XM-500 CD production cost objectives.

corecard [Quarter 1] [Named Yiew - |

[r]

Hame I | Score | R anking | ‘WwWeighting | =
ghiir

i Scorecard 0.00 100.00%

ﬁ Build High-Cuality Products Business as usual B0.00%

Ii:@ Inzpection reject rate I} Highest priority 85.00%

L 7R Inspecting
':@:' Receive Best-indndusty award
': #4-100
*M-500
\~ Deliver CostEffective Products
= @ #M-100 production setup lime
L g sM-100
= ':@:' #M-500 production setup time
L 7 <M-500
= ':@:' Contral *bM-100 CD production cost
L Z@ #M-100
= @ Contral ¥M-500 CD production cost
L Fi xM-500

-
«| | »

3. Save the model.

1) Mice to have 15.00%

) B usiness a3 usual 50.00%
I} Special attention 16.67%

1) S pecial attention 1B.E7%
-0.50

L] Hiahest priciity 3333%

0.50

Highest priarity 3333%

Ad4+=4 4P 44D P 4444

In the next lesson

Now that the meters have been created, you are ready to assign the meters to the Scorecard objectives,
calculate the module, and then analyze the results to assess whether Tyler Electronics is meeting its goals,
strategies, and objectives.
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Analyzing a scorecard

Activity—based costing not only uses cost to analyze business processes but also uses a scorecard.
A scorecard enables a company to monitor progress toward its goals, strategies, and objectives.

This lesson addresses:

Named views

Changing meter measures and targets
Calculating scorecard performance

Analyzing scorecard results

0O 0o 0 O

Creating a performance—based business scorecard

Named views

Named views allow you to quickly load and view properties you want to see. There are several named
views provided for the Scorecard module. You can also create your own named view.
> Open named views

1. Select View > Named Views, or click I on the toolbar.

You see the Named Views dialog box.

EE e

=l
. B0 ABCAM Views

ak I
[:I Planning Views Cancel |
- Scorecard Views ki

Help
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2. Expand the Scorecard Views.

You see a list of the views provided for the Scorecard module.

i Named Yiews E

-] ABCM Views =]
[:I Flanning Views
El@ Scorecard Yiews
Overrides
Approvals
Scorecard
Meters
Weightz
Stretch Help
Agsociations
Score

Cancel

U

3. Click Cancel.

Creating a named view for viewing scorecard performance

Scorecard performance can be displayed using four ABC model properties:

Score
Q Meter
O MeterMeasure
O MeterTarget

Note: Because the Score property is already a part of the view, you will not be adding
this property.

» Create a new view

1. Double—click the blank heading on the column—heading bar in the Scorecard module.
You see the Add Column dialog box.

Click the Scorecard tab.

From the Property drop—down list, select Meter.

Click Add.

From the Property drop—down list, select MeterTarget.

o v AW

Click Format.

You see the Format Column dialog box.
7. In the Alignment section, select Right.
8. Click OK.

9. Click Add.

10. Use the procedure you just learned to add the column named MeterMeasure.
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11. Click Close.

You see the Meter, MeterTarget, and MeterMeasure properties added as columns in the view.

¥ Scorecard [Quarter 1] [Named ¥i
Mame S | Score [Ranking Meter MeteiT arget - |
‘A Scorecard = 1l 100.00%
‘1 Build High-Buality Products w Business as usual B0.00%
@ Inspection reject rate v Highest priority 856.00% Inspection Reject Rate
L Inzpecting v 545
? e Bestin-ndustry aueard hd Hice to have 15.00% Awards
t 1-100 -~ winner
»#i-500 a Winner
23 Diliver CostE ffactive Products b4 Buziness as usual 50.00%
= ? #M-100 production setup time v Special attention 16.67% =M-100 Set Up Time
L Z@ m-100 e 0.50 33.00
= @ #b-500 production setup time Vm Special attention 16.67% *M-B00 Set Up Time
L F %500 b 56.00
= @ Contral »M-100 CD' production cost w Highest priority 33.33% Cost ¥M-100 CD Changer
L 7R #1100 Y 0.0 E4.67
=i @ Control %¥M-500 CD praduction cost w Highest priarity 33.33% Cost »¥M-500 CD Changer
L @ xMEm FY 0.0 17518
4 | i

12. Expand and collapse the width of the columns as needed.

13. Save the model.

> Save the new view as a named view

1. Select View > Named Views, or click on the toolbar.
You see the Named Views dialog box.
2. Select Model.

Note: Saving your view into the Model folder saves the view as a part of the model.
Saving to local saves the view to your local hard drive.

3. Click to create a new view.
You see a new view named Named View1 added beneath the Model folder.

4. Type Tyler Scorecard View to replace Named View1.

B | B %

Ea Local
. B0 ABCAM Views

ok I
27 Planning Views
C |
7 Scorecard Wiews &l

Tyler Scorecard View

test
=29 Model

L [Tyler Scorecard Yiew

Help
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5. Press Enter.
6. Click OK.

You see the new view name in the Scorecard module title bar.

¥ Scorecard [Quarter 1] [Named View - Tyler Scorecard ¥iew]
Name I S | Score Ranking I Weighting Meter I MelelTal;el _ =
‘] Scorecard | = .00 100.00%
1 4 Build High-Buality Products w Business as usual 50.00%
@ Inspection reject rate w Highest priority 85.00% Inspection Reject Rate
L 78 Inspecting w 545
@ Receive Bestirrndustry award v Mice ta have 15.00% Awards
t wM-100 ~ Winner
FM-500 Fs winner
=+ {23 Dsfiver CostE ffective Products w Buziness as usual 50.00%
= @ #M-100 production setup time v Special attentian 16.67% ¥M-100 Set Up Time
L @ wh-100 & 050 3300
= @ M-500 production setup time vm Special attentian 16.67% ¥-500 Set Up Time
L @ #h-500 & 56.00
E antrol <M-100 CD production cost v Highest priarity 33.33% Cost»M-100 CD Changer
. 0.00 G4.67
v Highest priarity 33.33% Cast»M-500 CD Changer
. 0.00 175,18
<| | 2

Changing meter measures and targets

You can change meter measure data using the Scorecard Wizard. You can also add performance measure
data for the meters.

> Change meter measure data using the Scorecard Wizard
1. Ifnecessary, expand the Receive Best—in—Industry award objective hierarchy.
2. Select the XM-100 account.
3. Select Tools > Scorecard > Scorecard Wizard.
You see the final step of the Scorecard Wizard.

4. Click Back three times to return to the step in the Scorecard Wizard where you select the account
type.

Select Existing Account.

Click Next three times until you reach the final step of the Scorecard Wizard.

From the Measure drop—down list, select Not Considered.

Click Finish.

© % N W

Use the procedure you just learned to change the XM-500 account for the Receive Best—in—-Industry
award performance measure value to Top Three.

10. If necessary, expand the XM—100 production setup time objective hierarchy.
11. Select the XM-100 account.

12. Select Tools > Scorecard > Scorecard Wizard.

13. In the Measure text box, change the performance measure value of 33 to 31.

14. Click Finish.
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15. Use the procedure you just learned to change the XM-500 account (within the XM-500 production set
up time objective) performance measure value of 56 to 74.

16.

You see the changes reflected in the MeterMeasure column.

corecard [Quarter 1] [Named Yiew - Tyler Scorecard Yiew]

{1

Hame 5 | Score Ranking Weighting Meter
3 Scorecard = 000 100.00%
@ Build High-Quality Products b 4 W Business as usual 80.00%
@ Inspection reject 1ate h 4 0} Highest priority 85.00% Inspection Reject Rate
L Inzpecting h 4
@ Receive Bestindndustry award h 4 Nice to have 16.00% Awards
X100 v
Hm-600 L
{27 Deliver Cost-Effective Products v Business as usual 50.00%
= ?f_ M-100 production setup time: h 4 Special attention 1EE7% ¥M-100 Set Up Time
Fs
= @ #M-500 production setup time: h 4 [0 S pecial attention 1B.E7% »¥M-B00 Set Up Time
L 78 #M-500 =
- w W} Highest priority 33.33% Cost»<M-100 CD Changer
Fs 0.on
B G Control ¥M-500 CD production cost h 4 W} Highest priority 33.33% Cost»<M-500 CD Changer
L 78 #M-500 o 000

Save the model.

Enter performance measure data

MeterT arget 1=

H[=l 3|

5.45

Mat Considersd
Top Three
21.00

74.00

E4E7

175.18

Select the XM-100 account from within the Control XM—100 CD production cost objective.

¥ Scorccord (Quarcr 1] Momed View Tyer Soorccard Vil m=H|
Name 5 | Score Ranking Weightin: Meter MeterT aiget 1=
 Searecard = 000 100.00%
@ Build High-Quality Products w Buziness as usual B0.00%
@ Inspection reject rate w Highest priarity 80.00% Inspection Reject Rate
- 78 i - 545
k. v Mice to have 15.00% Awards
v Nat Considered
dh Top Thiee
=5 Diliver Cost-Effective Products w 50.00%
B+ %3 544-100 production setup time: w 16.B7% %M-100 Set Up Time
L 7 #M-100 s 31.00
BT 4 M-500 production setup time w 16.67% %M-500 Set Up Time
- = 74.00
o v 33.33% CostxM-100 CD Changer
. 0.00 E4.67
= @ Control »-500 CO production cost v 33.32% Cost»¢M-800 CD Changer
L [ »M-500 . 0.00 17818
=
<| | o
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2. Select Edit > Add Performance Measures.

You see the Add Performance Measures dialog box.

i Add Performance Measures =]

— Cost Object
Name: >p4-100

Feference Mo.: 1

Actual Cost: 67257 47
Budget Cost  $9.95

Period
|7 Quarter 1

r— Performance Meast

Name

[ _Measure IAcluaI Rate | Budget Rate |+ |

4

Clase |

3. Click Add Performance.

Analyzing a scorecard

4. Click the cell where the Performance column and XM-100 BudgetUnitCost row intersect.

You see a check mark appear in the cell.

5. Click the cell where the Actual column and XM-100 BudgetUnitCost row intersect.

6. Type 65 to replace the value of 0.00.

1 Enter Attribute Quantities | ]

D Wl Pz Input Quantity is not
e B Quarter 1 —+— available in Oros Quick
Reference Mo 3 /

— Numeric Attribute: //

Performance Mame FMeasure Actual Budget |+
_ INPUT QUANTITY 1.040.00 1.00
_ OUTPUT QUANTITY 1.040.00 1.00
I ¥M-100 BudgetUnitCost dollars per un| 6500 0.00
_ XM-100 Set Up Time number of set 31.00 0.00
4 |»[]
()8 | Cancel |
7|
7. Click OK.

8. Click Close.

9. Select the XM-500 account from within the Control XM-500 CD product cost objective.
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10. Use the procedure you just learned to select it as a performance measure and change the Actual value
of the XM-500 BudgetUnitCost attribute from 0.00 to 110.

i Enter Attribute Quantities E o
~ Cost Dbject Period Input Quantity is not
s S Quarter 1 —+— available in Oros Quick
Fieference Mo.: 4 /
— Nurmneric Attribute: //
Performance Mame FHMeasure Actual Budget | =]
_ INPUT QUANTITY 260.00 1.00
_ OUTPUT QUANTITY 260.00 1.00
) XM-500 BudgetUnitCost dollars per un 110.00 0.00
| XM-500 Set Up Time number of set 74.00 0.00
4 o[ ]
()8 | Cancel |
A

You see the changes in the MeterTarget column.

¥ Scorecard [Quarter 1] [Named Yiew - Tyler Scorecard Yiew] [_]
Name 5 | Score Ranking Weighting Meter MeterT arget 1=
2 Scorecand = 000 100.00%
=31 Build High-Quality Products v i} Business az usual §0.007%
{@:‘ Inzpection reject rate v 1] Highest priority 86.00% Inspection Reject Fate
L Inzpecting v I 5.45
G ve Bestin-ndustry award v 15.00% Awards
t b-100 v Mat Considersd
#-600 L] Tap Three
3 Deliver Cost-Effective Products v ) Business as usual 50.00%
B+ 45" 5-100 production setup time: w 1RE7% K100 Set Up Time
L 7 #M-100 s 31.00
B §3° M-600 production setup time: w 1RE7E K-G0 Set Up Time
- 7R #M-500 = 74.00
= {@:‘ Contral #M-100 CO production cost v 33.33% Cost=M-100 CD Changer
L 7 #M-100 LH] E5.00 B4.67
= {@:‘ Contral »M-500 CO production cost v 33.33% Cost=M-500 CD Changer
L [z #M-500 v 110.00 17518
4 | o

11. Save the model.

Calculating scorecard performance

Activity—based scorecard results are calculated, as are activity—based costs, on a period basis. You will now
calculate the Scorecard module for Quarter 1.

» Calculate costs

1. Select Model > Calculate, or click EI on the toolbar.
You see the Calculate dialog box.

2. Select Specific Modules.
You see the check boxes below become available.

3. Inthe Calculate section, select Scorecard.

4. Inthe Errors and Warnings section, select Show Calculation Summary.
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5. Ifthe Period is not Quarter 1, click Select Period, and double—click Quarter 1.
6. Inthe Data Type section, select Actual.

Calculate E
— Calculate —Ermorz and Warnings———————————
Al Madules [~ Report Errars Orly
 Specific Modules v Show Calculation Summary
[~ Resource
[~ Activity _
rc r— Period
™ : [uarter 1
) Selected Secaunt Wl Select Period... |
= Update Bills of Easts Ery —Data Type
- . ”
F Epjate g?nsurﬁptlorvguant|tles & Acual o
[
pdate Dimengional Yiews  Budget B
¥ Update Linked Costs
Calculate I Cloze |

7. Click Calculate.

You see the Calculate Status dialog box followed by the Calculation Summary window. Notice that
there were no warnings or errors.

8. Close the Calculation Summary window.

You see the Scorecard module has been calculated and the scores have been adjusted.

corecard [Quarter 1] [Named View - Tyler Scorecard View] [_]
Name 5 | Score Ranking Weighting Meter HMeterT arget =
i Scorecad = 7 100.00%
I Build High-Quality Products v Lgihess a3 usual 50.00%
? Inzpection reject rate v Highest pricrity 85.00% Inzpection Reject Rate 5.45
Inzpecting w 545
@ Receive Bestindndustry award = -0.50 Mice to have 15.00% Awards Considered
hd m Mot Corsiderad
E L 1.00 Top Three
2T Deliver CostEfective Products = -0.17 Business & usual 50.00%
= @ #M-100 production setup time: Fr' 1} Special attention 16.67% »M-100 Set Up Time .00
L E #m-100 'S 1 31.00
=i @ #M-500 production setup ime = -0.50 Special attention 16.67% ¥M-500 Set Up Time 74.00
HM-500 = -050 74.00
=i @ Contral #4-100 CD production cost b 050 Highest priority 33.33% CostxM-100 CD Changer 65.00 B4.67
Hi-100 4k 0.50 £5.00 B4.67
= @ Control:<M-500 CD production cost v Bl Highest priority 33.33% Cost=p-000 CD Changer 110.00 175,18
L 7 #h-500 - -1.50 110.00 175.18
40 | 2
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Analyzing a scorecard

Analyzing scorecard results

Analyzing ABC scorecard results permits a company to align resources and activities to strategies and
objectives. Tyler Electronics prioritized objectives provide an organizational road map to set company
direction. What do the Quarter 1 results indicate for the company?

General results

Because all of the scorecard meters have four associated measures, a general “Excellent—Good—Fair—
Poor” scorecard index scale can be applied to the Tyler scorecard results analysis.

The overall scorecard performance is “Fair” = . But within this module, a variety of both acceptable and
unacceptable results are present.

Q The product “Inspection reject rate” was decidedly “Poor” . There were 12 rejects out of 22 lots
produced (9 XM-100 lots and 13 XM—500 lots) yielding a rate of 5.45 rejects per 10 lots. The goal of
less than 1.5 rejects per 10 lots was not attained.

O The “Receive best—in—industry award” objective performance averaged “Fair” = — an XM-500 Top
Three score of 1.0, plus an XM—100 Not Considered score of —2.0; averaged —.5 (-1.0/ 2).

Q The “Deliver Cost—effective Products” strategy performance, while achieving an overall rating of only
“Fair” =, was impaired primarily by poor performance of the “Control XM-500 CD production
cost” objectives. The performance on the “XM-100 production set up time” objectives was
“Excellent” s while the “XM-500 CD production set up time” was “Fair” = .

Detailed results

The XM-100 CD Changer met the “XM-100 production set up time” objective and nearly met the
“Control XM-100 CD production cost” objective. Although four times more XM—-100 CD Changers than
XM-500 CDs were produced, and the activity—based cost per unit was 18.6% lower than the traditional
cost, the XM—100 CD Changer apparently was not judged well by industry peers.

The XM-500 CD Changer was judged among the “Top Three” CD Changers in the industry, but failed to
approach the “XM-500 production set up time” objective, had an unacceptable “XM—-500 CD production
cost”, and was much more costly (43.3%) when viewed from an activity—based cost perspective than when
viewed from a traditional cost perspective.
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Analyzing a scorecard

Creating a performance-based business
scorecard

The culmination of managing business costs through activity—based costing methods, and business results
through performance—based goals and objectives, is the company business plan. Based on the Quarter 1
results, what might be done in Quarter 2 and future periods to improve business and make it more
profitable?

Adjustments in Quarter 2 and beyond

Based on the results of the scorecard, the following outlines some adjustments that Tyler Electronics might
make in the next quarter in order to meet the strategies and objectives.

Build High—Quality Products

Inspection reject rate —

O Separate the XM—100 and XM-500 reject data

O Adjust targets and track rejects by product

Receive Best-in—Industry award —

O Align XM-100 specifications with industry preferences and recommendations

O Maintain XM-500 features and enhance this product where possible
Build Cost—Effective Products

Production set up time —

O Maintain XM—-100 set up time and processes

Q Improve XM—500 set up process where possible

Control production cost —

O Maintain XM-100 production cost tolerances

O Reduce XM-500 production costs

In the next lesson

Next, you will generate reports to see the results of the model.
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Generating reports

Once the information has been entered into the activity—based costing model, the costs calculated, and the
data reviewed, the next step in analyzing the data is generating reports. Benefits of generating reports
include:

Validating the model
Producing printouts that present an overall view of the data
Analyzing costs on the screen

Producing files for inclusion in other programs, such as spreadsheets or word processors

0O 0o 0 O

Focusing on a specific area of interest
Emphasizing certain data in relation to other data
This lesson addresses:

O Report templates

Q Creating a report

Q Selecting the data

Report templates

Report templates allow you to determine the type of information reported and how it is presented. There are
several report templates provided. Refer to the Online Help for a list.

Creating a report

You will create a report and view the results on—screen. The following report is for the Quarter 1 period
and includes unit costs for each type of product.

Oros ABC/M and Oros Scorecard Tutorial 130



> Create a report

1. Select File > Generate Reports.

You see the Generate Reports dialog box.

2.  From the Module Reports list, select Unit Costs.

: Generate Reports

— Module Reports

| Unassigned Costs

Dimenzional Yiew = Preriod

Drivers I (uarter 1 .I
|dle Capacity

Module Hierarchy

Naotes .
Performance Measures Options... |
Profit &ccurnulation

Reciprocal Costing Select Data... |
Fesource Contibutions

Select Attributes. . |

Beport

Cloge

Open..
Save

Save fg...

g

3. Click Options.
You see the Options dialog box.

4. Select Screen to display the report on—screen.

Options

— Dutpuit

¥ Show Calculation W amming

& Scieen Mew YWindowlv
" File : abicrep bt
Specii Blerame. . |
Eaririat

=) 4B separated | (Tiesbwith Tats]

) B5 [ilextwith Barmmas]

I DE ([T ata| Hterchanae Fommat]

= HihL (B Hupertiest M arfup]
r— Calurmn width

Beference Mo. :

Mame : lq_n—

-

QK. I Cancel |

5. Click OK.

You again see the Generate Reports dialog box.
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Generating reports

Selecting the data

Now, you are ready to select the appropriate type of data to display in the report.

» Select the data
1. Click Select Data.
You see the Select Data dialog box.
2. In the Module section, select Cost Object.

The product hierarchy appears in the list below. This is the information that you want to report. You
could further refine your choice by selecting only one account or center.

3. Clear Budget in the Data Type section because the report will include only actual costs.

i Select Data [X]
Report Farmat | Data Type
Aszsignments v Achual [ SotData
e Il et % [Lergest o Shallest
€ Bssource ] Bmallest o Largest
© Achivity = Yarance
% Cost Object =) Lctial - Bud et
| Soorecard ) Budget - Actual

— Centers/Acoount
Loy
" Use Selections

™| Shov Feference Kumtiers
Cost Object

Name |

= Cost Object
&= XM-100
&= ¥M-500
E Power Supply

¥ Include Centers and Accounts
= Irclide EastElEments
™ Include Driver Elements

oK I Cancel | A

4. Click OK.

You again see the Generate Reports dialog box.

5. Click Report.

The Unit Costs report displays on your screen, although you may need to widen the window to see the
entire report.
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== Unit Costs

CPlus

ate: Tuesday, July 24, 2001 9:09:29 AM
eport: Unit Costs

odel: Tyler Electronics - [C:3TYLER\TYLER.AML]

Generating reports

Oros Quick uses the

odule: Cost Object

file extension .MDL

6. Close the report window.

7. Save the model.

In the next lesson

Next, you will finish the tutorial.
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Period: Quarter 1
Mame FRef Ho No. Units Act Cost  Actl BOC Cost
La1-100 L §67,257.47 §34,244.00
Aotual Output: 1,040.00
Bundles:
Unit Cost 1 1.00 64,67 £32.93
LI-500 2 §45,547.53 §8,561.00
Actual Output: 260.00
Bundles:
Unit Cost 2 1.00 §175.18 §32.93
Power Supply 3 §38,515.00 §8,515.00
Actual Output: 1,300.00
Bundles:
Unit Cost 1.00 §28.63 §6.55
N

H[=1 E3
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Finishing up

By completing this tutorial, you have performed or previewed every essential step for building a model.

Exploring other features

Many features are not covered in this tutorial. These are:
Costing processes

Analyzing value-added and non—value—added activities
Analyzing cost drivers

Calculating profitability

0O 0o 0 O

Importing data files or other information systems

Note: Import and export are not available in Oros Quick.
Adding notes to items

Focusing on specific data for reports by using attributes

Merging accounts

What to do next

If you felt comfortable using the basic tools and techniques to build the Tyler Electronics model, use them
on a simple project of your own.

ABC Technologies has a variety of products, including videotapes and training classes, that can help you
learn more about activity—based costing, management, and budgeting. We can also help you build models
for your company. If you need additional information, contact your ABC Technologies representative.
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ABC Model Results Comparison, 88
ABC Systems
basic model, 5, 43
CAM-I model, 5
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summary, 89
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Attributes
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removing, 55
text, 45
types, 45
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use and benefits, 44

with calculated attributes, 47

with calculated drivers, 46
Auto—save feature, 12

Basic steps, 7
review, 134

Bill of Cost
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attaching internal, 67
attaching to an account, 64, 67
Bill of material, 62
defined, 62
external, 63
external units, 63
internal, 63
internal units, 63
materials requirement planning, 62
using, 62
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Calculating costs, 81
viewing and interpreting errors, 83
viewing and interpreting the calculation
summary, 83
Calculating scorecard results, 126
CAM-I
Cost Assignment View, 6
model, 5
Process View, 6
standards, 5
centers
attributes, 51
Centers, 18
Changing
properties in a column, 26
Closing
model, 15
Columns, 13, 25
change properties in a column, 26
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deleting, 28
Cost Driver, 6
Cost element
create, 21
Cost elements, 18
entered, 21
entering, 79
external units, 63
internal units, 63
purpose, 21
Cost Object module
entering units, 79
Cost OObject module, 19
Costs
attach external Bill of Cost, 64
attach internal Bill of Cost, 67
Bill of Cost, 62
Bill of material, 62
calculating, 81
create external units, 63
entering, 71
external units, 63
internal units, 63
viewing and interpreting calculation errors, 83
viewing and interpreting the calculation
summary, 83
viewing and verifying calculation results, 84
Create
account centers, 20
accounts, 21
activities structure, 23
activity accounts, 23
assignment paths, 36, 38, 41
attribute centers, 51
cost element, 21
cost objects structure, 24
external units, 63
list of drivers, 30
model folder, 8
model periods, 56
new model, 10
numeric attributes, 47, 48
performance measures, 60
reports, 130
resource accounts, 21
text attributes, 45

Delete

columns, 28

performance measures, 60
Delete attributes, 55
Destination view, 34, 71
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Dialog box
Add Accounts for Assignments, 72, 74
Add Attributes, 52, 55
Add Bill of Costs, 64
Add External Units, 64
Add Internal Units, 67
Add Performance Measures, 60, 125
Calculate, 81, 126
Costs, 70
Define Attributes, 45, 48, 55, 100, 107
Define Drivers, 30
Define External Units, 63
Define Periods, 56
Delete Period Data, 58
Enter Attribute Quantities, 58
Enter Driver Quantities, 39, 41, 73, 76
Enter Output Quantities, 79
Equation Editor, 49
login, 9
Model Options, 19, 33, 97
Modeler login, 9
Scorecard Wizard available meters, 114
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123
Scorecard Wizard select account, 112
Select Period, 57
Drivers
Activity, 6
activity assigned quantities, 77, 78
activity assignment paths, 77, 78
activity driver quantities, 76
assignment paths, 71, 74
building a list, 30
Cost, 6
default, 33
definition, 29
evenly assigned, 33
percentages, 33
Resource, 6
resource assigned quantities, 74
resource assignment paths, 74
resource driver quantities, 73

Elements — scorecard, 91
Entering attribute quantities, 58
Exiting

model, 15
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features not covered, 134
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main window, 13

Materials Requirements Planning (MRP) system,

62
Measuring scorecard objectives, 98
Meters
scorecarding, 98
Model
account centers, 20
activities, 23
assignment paths, 32, 34
auto—save feature, 12
build drivers, 29
CAM-L, 5
closing, 15
creating a folder, 8
exiting, 15
file extension, 12
name, 10
new, 10
opening, 15
periods, 56
planning, 17
save model as, 11
steps to building, 7
structure, 18
title, 10
Modeler
login dialog box, 9
password, 9
Modules
activity, 19, 23
cost object, 19, 24
resource, 18, 24
Multilevel view, 52, 124

Name
model, 10
Named view, 14

o

Objectives
adding, 92
measuring, 98
meters, 98
targets, 98
Objectives — scorecard, 91
Opening
model, 15
Oros Modeler
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program group, 9
Oros Quick

program group, 10
Output quantities

entering units, 79
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Performance data
entering, 121
Performance measures
creating or deleting, 60
displaying, 61
Performance Measures, 59
Performance—based business plan, 129
Periods, 56
creating, 56
default, 56
Periodl, 56
selecting, 57
Planning a model, 17
Properties, 13, 25

Q

Quantities
entering product units, 79
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Ranking scorecard strategies and objectives, 94

Ranking table
displaying, 95
Ranking Table
customizing, 95
ranking description, 95
ranking value, 95
Ranks
viewing, 94
Removing attributes, 55
Reports, 130
generating, 130
sample unit costs report, 133
selecting data, 132
Resource Driver, 6
Resource module, 18
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Scorecard
analyzing results, 128
calculating results, 126
definition, 90
displaying performance, 121
elements of, 91
function, 90
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importance, 90
measuring objectives, 98
meters, 98
meters and targets, 98
objectives, 91, 92
performance—based business planning, 129
ranking strategies and objectives, 94
scores and measures, 121
strategies, 91
targets, 98
viewing ranks and weights, 94
weighting strategies and objectives, 94
Source view, 37
Status bar, 13
Strategies
adding, 91
Strategies — scorecard, 91
Summary center, 13

T

Targets
scorecarding, 99
Technical Support
contacting, 4
Terminology See also Glossary, 18
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model, 10

Toolbar
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Tyler Electronics description, 8
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entering quantities, 79

\"/

Views
destination, 14, 34, 71
multilevel, 52, 124
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Weighting scorecard strategies and objectives,
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