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Purpose

The purpose of this document is to describe how Microsoft Dynamics AX 2009 supports absorption
costing by allowing indirect costs to be absorbed into the product cost.

Introduction

Absorption costing is one of many cost accounting methods. The purpose of applying absorption
costing is to ensure that indirect costs that originate in the manufacture of finished goods are
recognized and absorbed into the product cost.

Classifying resources of the material and labor types into cost groups of the Direct materials or
Direct manufacturing type lets cost controllers configure a cost composition with the level that is
required for financial reporting and internal analysis. The aggregation also serves as the basis for
calculating absorption of indirect cost.

Inventory is evaluated by:

e Standard cost - The cost composition can be tracked in Microsoft Dynamics AX 2009, and the
inventory value of a product can be reported by its cost composition.

e Use the Standard cost inventory value report for reporting.

e Use the Sub ledger option in the Cost breakdown field on the Bill of materials tab under
Inventory management > Setup > Parameters.

e Actual cost (FIFO, LIFO, or Weighted average) - The cost composition cannot be tracked in
Microsoft Dynamics AX 2009, and the inventory value can only be reported as Direct material.

Absorption of indirect cost is important for ensuring accurate product costing and valuation of
inventory. In some industries, indirect cost represents a significant portion of the product cost.

Accounting standards or Generally Accepted Accounting Principles (GAAP) may recommend or require
that indirect cost be absorbed.

Examples of indirect cost include:
e Depreciations of manufacturing equipment.
e Maintenance expenses related to manufacturing equipment.

e Shop floor expenses for cleaning, rent, or insurance.

4
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The costing sheet and indirect costs

The following illustration shows a costing sheet structure, and it also shows how indirect cost is posted
to accounts in the general ledger.

Basis
Income statement Balance sheet

Cost group Component Inventory

Material

Labor absorption

Cost group

Labor

Product Inventory

Indirect Cost code

+ Type
+ Surcharge l

Produsction cost

+ Rate

Overheads absorption WIP

Dueheads Material
Labor
Duerhezds

Rate/Ratio Fredustion cast

Note: All examples in this document use a Microsoft Dynamics AX 2009 SP1 RU7 environment with
Contoso demo data (company CEU).

Cost groups

Cost groups represent the lowest level of a cost composition. A cost group must be associated with a
cost group type, which defines the nature of cost classification in Microsoft Dynamics AX 2009.

Cost group types
There are four types of cost groups:

Direct materials - Can be assigned to items.
Direct manufacturing - Can be assigned to cost categories.
Indirect cost - Can be assigned to indirect costs for surcharges or rates

Undefined - Not specific to anything. This cost group type is automatically assigned to cost
groups during upgrade to Microsoft Dynamics AX 2009 from earlier versions of Microsoft Dynamics
AX

At least one cost group of each cost group type must be set as the default type. If a resource is not
assigned a cost group, the system automatically assigns the default cost group. You are not notified
about automatic cost group assignment.
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Cost group behavior

A cost group can be defined as Fixed or Variable, depending on the resources that it represents in
the cost composition. This is referred to as the behavior of the cost group. The distinction is purely for
reporting purposes, and it applies only when you use the Standard cost inventory value report and
the Standard cost method for reporting.

Create cost groups
¢ C(Click Inventory management > Setup > Bill of materials > Cost groups.

m Cost groups (1 - ceu) - Cost group: Lab_HE, High End speaker Labor | _ O] x| I

File Edit Tools Command Help

NHX|®mAR | 7TETT|leadd®afi e

Overview |General I Profit I ﬂl

Costgroup  * | Name Cost group type Behavior Diefault - Posting |
Fix_OVH Fixed cost overheads Indirect Fixed cost I
| HESMat High End Speaker Material Undefined -
| HTSMat Home Theater System Material |Undefined I
_ Lab_HE igh End speaker Labor Direct manufacturing  Variabl .
Lab_HTS Home Theater System |labor Direct manufacturing | Variable cost H
| el P P W TR i S T A S [T PR SR [T NN I Ry =

Cost groups are assigned to items and cost categories, and the cost categories are assigned to
operations on production routes. In this way, the operations are associated with cost groups.

Assign a cost group to an item
e C(Click Inventory management > Item details.

m Item (1 - ceu) - Item number: 1000, LCD Television HD Black 42 inches

File Edit Tools Command Help

DEHX = AF|7TTPT(leaadar®elpi|e]
"Overview General |Seh.||:| I F‘.eferenoesl Price!DisoountI Other I Dimension I
Identification | Groups | ~ Product configurator -~
Item number: I 1000 Item group: ITeIevision vI Default configuration: I
m Cost group: Matl - Configurable: r
Them name: I LCD Television HD Black 42 inche Inventory model group: Costgroup = | Name Cost group type
- . HESMat High End Speaker Material Undefined
. I e imension group:
Search name: | LCOTelevisionHDBlack HTSMat Home Theater System Material |Undefined
Item type: Item = Coverage group: MAP Material Profit Undefined
S— Simple SKU Commission group: ] Material Direct materials
. . Prd Product Undefined
B :
HELLLLEELRE SDsMat Standard Speaker Material Undefined
Serial number group: Service Services Undefined
VNP Vendor Profit Undefined

Buvyer group:

Note: As the preceding illustration shows, only cost groups of the Direct materials and Undefined
types are applied.
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Assign a cost group to a cost category
e Click Production > Setup > Routes > Cost categories.

m Cost categories (1 - ceu) - Category Id: HESpkrCut, , Use in Production: Yes

File Edit Tools Command Help

DEX AR |7TTETFTV|(ead b Ahe,|

Overview | General I Ledger - Work centers I Transactions |
Category Id | Category Mame | Use in Project | Cost price | Cost group | Employee - Sefup |
Lab_HE = = |
- HESpkrDril - 538,24 || Costgroup = | Mame Cost group type u
HESProc 'l 18,82 ||| HESMat High End Speaker Material Undefined _'
HESQty - 2,42 || HTSMat Home Theater System Material |Undefined |
HESSetup [ 23,39 Lab_HE High End speaker Laber Direct manufacturing [d
HTSProc - 12,54 || Lab_HTS Home Theater System labor Direct manufacturing _I

HTSQty I_ 1,37 ||| Lab_sDs Standard Speaker labor Direct manufacturing
HTSSetup - 12,43 ||| MAP Material Profit Undefined i

Note: As the preceding illustration shows, only cost groups of the Direct manufacturing and
Undefined types are applied.

Assign cost categories to operations on a production route
1. Click Production > Route details > Route.

2. Click the Setup tab, and then, under Cost categories, select the cost categories.

m Route (1) - Route number: 1001, High end speaker route ver 1 (1)

File Edit Tools Command Help

DHX | =mdRR | TETT(leaadpwaliAie@]|

Assem_Spk 1,00
Insp_HESpk 1,00 30 All

Pack_HESpk

|| 30 |Primary 00| @ Al

" Overview I General Setup |'I'|n'|es I Diescription I

Consumption calculation Work center alternative
Formula: IStandard - I Task group: I - I
Factar: 0,00 Job requirement: I

Setup category: I HESSetup vl
Run time category: I HESProc vl
Quantity category: IHESQty vl
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Costing version

The primary purpose of a costing version is to contain cost records for items and cost categories. The
costing version determines current active costs and the way that the bill of materials (BOM)
calculation simulation is performed.

Costing version types
There are two types of costing versions:

¢ Standard cost - Used for items that are associated with an inventory model group of the
Standard cost type. Use this costing version type to set up costs and calculate current active
cost.

Note: This inventory model group supports calculation of costs only at a single level.

e Planned cost - Used for items that are associated with inventory model groups of types other
than Standard cost, such as FIFO and LIFO. Use this costing version type to run different
scenarios according to the setup for cost simulations.

Cost price model
In a costing version, you can select one of the following values as the cost price model:

e Version cost price - The cost is taken from the current costing version for items, categories, and
indirect costs. This is the only available option for costing versions of the Standard cost type.

Tip: Pending costs are always applied in calculations. If no pending costs exist for the current
costing version, the cost value is determined from the fallback principle that is selected for the
costing version. For more information, see “Create and set up a costing version.”

e Calculation group - The cost is based on the calculation group for the items.
e Set up calculation groups under Inventory Management > Setup > Bill of materials.

e Assign the calculation group to component items on the References tab under Inventory
management > Item details.

Explosion mode
The explosion mode in a costing version determines how the levels in a BOM affect the cost
calculation. You can select one of the following explosion modes:

e Multilevel - The calculated cost reflects a complete recalculation. Each sub-BOM is calculated
instead of just taking its current cost.

¢ Make to order - Resembles Multilevel (a complete recalculation), except the specified quantity
is used to amortize constant costs.

e According to BOM line type - The calculation depends on the BOM line type. For example, if the
type is Item, the current cost is taken, and if the type is Production, the cost is calculated.

e Single level - The standard costing version is restricted to a single level. This ensures accurate
and consistent calculation of standard costs. For this explosion mode, the calculated costs of first-
level manufactured components are applied.

Create and set up a costing version
1. Click Inventory management > Setup > Costing versions.

2. To set up a cost price model and an explosion mode, click the Calculation tab.
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3. To specify the date when the costing version becomes valid, click the Recording tab. Then, in
the From date field, enter a date.

m Costing version setup (1 - ceu)

File Edit Tools Command Help

AdX mOE |TETPT (e «q!

"Overview | General | Recording Calculation |

BOM Calculation _
Restrict calculation: 7
Cost price model: Version cost pric

Fallback principle: INone 'I
Fallback costing version: I
Profit-setting: ISIBndard vI

Explosion mode: ISingle level j

Note: In the Fallback principle field on the Calculation tab, you can define the cost value that
is applied if no cost value is retrieved for the current costing version.

Cost groups and costing versions

You associate the cost groups of items and operations with a costing version by setting up a standard
cost price for the item or for the cost category of the operation.

For example, you have a BOM item that is composed of two raw material items and a partially finished
product. The BOM and the sub-BOM have a route with one operation. All items are associated with an
inventory model of the Standard cost type.

To set up standard cost prices for the components of the BOM item, you add standard cost prices to
the items and to the cost categories of the routes that are associated with the BOMs.

Cost group Qty

ItemA HESMat

itemB HESMat

BOM2 Matl
ks ItemC Matl

Setuptime Setupcostgroup  Cost  Runtime Process cost group Cost

BOM1 route
Operation 10 1 Mnfg 5 1 Mnfg 15

BOM2 route
Operation 10 Lab_HE

Set up standard cost prices for items through a costing version

1. Click Inventory management > Item details.

9
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2. Select an item, click Price, and then create a pending price of the Cost type.
3. In the Version field, select a costing version, and in the Price field, enter a price.

4. Save the record, and then click Activate.

Set up standard cost prices for cost categories through a costing
version

1. Click Production > Setup > Routes > Cost categories.

2. Create a new category, and then, in the Cost group field, select a cost group.
3. Click Price, and then, in the Version field, select a costing version.
4

In the Price field, enter a price, and then click Activate.

m Cost category price (1 - ceu) - Category: HESSetup, Lab_HE, Category: HESSetup

Fle Edit Tools Command Help

DHZx mQ R TTT|eaad®d fie

Overview | General |

Status Version MName Site | Price | From date | Blocked
[l current acti Std_20 ndard cost 2010 1 10,00 30.12.2011

. Pending Std_2010 | Standard cost 2010 | 2 23,96 | 01.07.2009 -
. Pending Std_2010 | Standard cost 2010 | 3 26,67 | 01.07.2009 I_

Costing sheet

The costing sheet defines the format for displaying the cost information of a manufactured item and
the elements to be included in the calculation of manufacturing overhead.

Each level in the costing sheet consists of a node that is composed of totals and subtotals. The totals
and subtotals are based on the cost group list. There are three types of nodes:

e Root nodes
e Parent nodes of the Price type

e Child nodes of the Cost group and Total types

Nodes of the Total type are used for grouping and for subtotal amounts. Total nodes can contain
subtotals or Cost group nodes.

10
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A node of the Cost group type that is associated with an indirect cost group must be calculated. To
nodes of this type, you can add subnodes of the Surcharge and Rate types, and define surcharge
percentages and rate amounts.

Create a Price node in the costing sheet
1. Click Inventory management > Setup > Bill of materials > Costing sheet setup.

2. Right-click the Root node, and then click Create. From the Root node, you can create only
nodes of the Price type.

In the Code field, enter a code, and in the Description field, enter a description.
4. 1In the Type field, select Cost price.

To display a header line for the node, select the Header check box. To display a total line, select
the Total check box.

m Costing sheet setup (1 - ceu)

File Edit Tools Command Help

DHX ®mQRE | TETFTTieaddnd P Aa e
Costing sheet NN Edit |Costgroups|
= Root ideniicaton S

COGM - Cost of good manufactured

EILQ Material cost - Total material cost Mode type: IPrice 'I
e Matl - Material
Code: COGM
- HESMat - High End Speaker Material ace [
iy HTSMat - Home Theater System Material Description: I Cost of good manufactured
e SDSMat - Standard Speaker Material
- Manufacturing - total manufacturing cost [Setup [
iy Mnfg - Manufacturing -
iyl Lab_HE - High End speaker Labor Type: IC'JSt D”CE]'
4y Lab_HTS - Home Theater System labor Headers r
-y Lab_SDS - Standard Speaker labor
I'_—'ILQ Indirect cost - Total indirect costs Total: i
| [l4de Var OVH - Variable costs overheads

Create a Total node or a Cost group node in the costing sheet
1. Right-click the Price node, and then click Create.

2. In the Select node type field, select the node type. In a Price node, you can include a Total
node or a Cost group node.
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3. On the Edit tab, in the Code field, enter a code, and in the Description field, enter a
description. If you want to view a header line and a total line for the node, select the Header and

Total check boxes.

e For a node of the Total type, you can add another node of the Total type (a subtotal) or a

node of the Cost group type.

m Costing sheet setup (1 - ceu)

File Edit Tools Command Help

A X =4 &7

b AALE KR X NN

== COGM - Cost of good manufactured
EL] Material cost - Total material cost
iy Matl - Material
g HESMat - High End Speaker Material
g HTSMat - Home Theater System Material
g SDSMat - Standard Speaker Material
=-Lgg Manufacturing - total manufacturing cost
e Minfg - Manufacturing
iy Lab_HE - High End speaker Labor
iy Lab_HTS - Home Theater System labor
gy Lab_5DS - Standard Speaker labor
[=1-Lg@ Indirect cost - Total indirect costs

Eh‘k Var_OVH - Variable costs overheads

Edit ICost groups I
MNode type: m
Code: W

Description: |T013I material cost

Header: [V
Total: Ird

e For a node of the Cost group type, you can add nodes of the Total and Cost group types.
You can also associate the node with a cost group for direct materials or indirect costs. In the
Cost group field, select the cost group that is related to the node. This node will cumulate

amounts for the cost group.

File Edit Tools Command Help

DX =6 |7

m Costing sheet setup (1 - ceu)

BTl a AN

(Costing cheet [

El Root
== COGM - Cost of good manufactured
EILE Material cost - Total material cost
R4t - Matsrial
iy HESMat - High End Speaker Material
iy HTSMat - Home Theater System Material
iy SD5Mat - Standard Speaker Material
1L Manufacturing - total manufacturing cost
iy Mnfg - Manufacturing
iy Lab_HE - High End speaker Labor
iy Lab_HTS - Home Theater System labor
-4y Lab_5D5 - Standard Speaker labor
EIL; Indirect cost - Total indirect costs

; EI«,@ '\l-'?r_D\-'H - Variable costs overheads
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Identification
Node type: ICost group "I
Code: Mat
Description: I Material
Cost group: Mat -

Cost group type: IDirect materials 'l
Behavior: IVariabIe cost *I




Create a Rate node or a Surcharge node in the costing sheet

1. Right-click a node of the Cost group type that is associated with an indirect cost group, and then
click Create.

2. In the Select node type field, select Rate or Surcharge. The type of node that you create
depends on the method to be used to calculate indirect costs.

For more information, see “Surcharge calculation and subtype behavior” and “Rate calculation and
subtype behavior.”

m Create new node (1) M= E3
Select node type: ITotaI vI

Cost group

= Surcharge
I [

Single-level and multilevel BOM calculation

The following examples show the results of BOM calculations when the Single level and Multilevel
explosion modes are used. The explosion mode is defined in the Costing version setup form, and
the format of the cost information is defined in the Costing sheet setup form.

Costing sheet setup
The cost classification is divided into two nodes of the Total type:

e Material cost - Includes all cost groups related to raw material.

¢ Manufacturing - Includes all cost groups related to cost categories in the production operations.

m Costing sheet setup (1 - ceu)

File Edit Tools Command Help

DX =g F | PV eaaped
Costing shzt IR e
E---ﬂn:; Root E

[SR®E-R COGM - Cost of good manufactured

E|1_4 Material cost - Total material cost

| iy Matl - Material

iy HESMat - High End Speaker Material
-ife HTSMat - Home Theater System Material
. iy SDSMat - Standard Speaker Material
El--1_,§ Manufacturing - total manufacturing cost E
iy Mnfg - Manufacturing

- Lab_HE - High End speaker Labor
- Lab_HTS - Home Theater System labor
iy Lab_SDS - Standard Speaker labor

Calculate a BOM by using Single level explosion
1. Click Inventory management > Item details.

2. Select an item of the BOM type, and then click Price.
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3. In the Item price form, click Calculation.

4. Select a costing version that uses the Single level explosion mode, and then click Yes to insert
the active version of the BOM and the route.

m BOM calculation for an item (1 - ceu) !E
General | Price recording in version | Warnings | Batch |
Item number: I BOM1
m—m_ Calculation type -~

Costing version: Im Cost price model: I'-.-'ersion cost price 'I

Site: m Explosion mode: ISingIe level j
Calrulation date: I 30.12.2011 Falback | §

BOM: IBOM_DDDDDDD? vl Fallbadk principle: Ir-J-:ne 'I

Route number: I RTE_00000003 ‘I Fallback costing version: I

Quantity: I 1,00

Profit-setting: IStandard 'I

Update finsert calculated prices: |Qverwrite =

OK Cancel

View the calculated cost of the single-level BOM

On the Pending prices tab in the Item price form, you can see that the calculated cost amount is
50:

e Price field: The variable costs are 45.

¢ Price misc. charges field: The constant cost is 5.

m Item price (1 - ceu) - Item number: BOM1, BOM1

File Edit Tools Command Help

NEHX|=LF(TET T[NP A Q]

Pending prices | Active prices |

Overview |General I Dimension I

\ersion Price | Price unit | Price misc, charges | Price guant Blocked | Calculated | Log

istd 2010 St.. 1 45,00 1,00 'cs . [ [v] |

14

BOM CALCULATIONS USING COSTING SHEETS



View the origin of the values in the single-level BOM calculation
On the Tree structure tab in the Item price form, you can trace the values of the BOM calculation:
e 10 is derived from ItemA, 10 from ItemB, and 10 from BOM2. The cost is derived from the cost of

this subproduct, but it is not calculated, because the calculation is set up to be performed at a
single level.

e 5 s derived from the setup time, which is a constant cost, and 15 is derived from the run-time
operation.

m Complete BOM calculation (1 - ceu) - Ttem number: BOM1, Std_2010, Item number: BOM1

File Edit Tools Command Help

DEHX =GARFR TEPTFeaddn A O
"Overview I General I Prices Tree structure |Cosh’ng sheetl Trade agrmt. >|
[SEE-] Production/BOM1 Consumption | Variable cost contribution | Number of series | Constant cost contribution | Total cost price per unit Log

- Ttem/ItemA 45,00 50,00
Item/TtemB
', BOM/BOM2
. Setup/001
A Process/001
... 58 Quantity/o01

View the costs according to the format created in the costing sheet setup

On the Costing sheet tab in the Item price form, you can view the format of the costs according to
the costing sheet format:

e A header and a total for the total cost of 30 that is derived from raw material. The cost is divided
by cost group type, where ItemA and ItemB belong to the HESMat cost group, and BOM2 belongs
to the Matl cost group.

e A header and a total for the manufacturing cost, where only one cost group shows cost.

mComplete BOM calculation (1 - ceu) - Item number: BOM1, Std_2010, Ttem number: B

Fle Edit Tools Command Help

DEX =m(F|TETPT|(eaapps AN e

" Overview I General I Prices I Tree structure  Costing sheet |

Level: I vI Per: IUnit v| Quantity: I 1,00 Unit: IPcs

Diescription
Total material cost

Variable cost | Fixed cost

Material cost

Mat Material 10,00 10,00

HESMat High End Speaker Material 20,00 20,00

| Material cost | Total material cost 30,00 30,00
Manufacturing  total manufacturing cost

Mnfg Manufacturing 20,00 20,00

| Manufacturing | total manufacturing cost 20,00 20,00

: COGM Cost of good manufactured 50,00 50,00

15
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Calculate a BOM by using Multilevel explosion
1. Follow steps 1 through 3 of the procedure for a single-level BOM calculation.

2. Select a costing version that uses the Multilevel explosion mode, and then click Yes to insert
the active version of the BOM and the route.

m BOM calculation for an item (1 - ceu) M= E

General |Price recording in version I Warnings I Batch I

Item number: I BOM1

General I
Costing version: I Test vI Cost price model: Iuersign cost price vl
Sites m Explosion mode: IMuItilEVEl ﬂ
Calculation date: |09.u1.2012 = [Falback |

BOM: IW Fallback principle: Im
Route number: IW Fallback costing version: Im
Quantity: I—I.DD

Profit-setting: IM

Update finsert calculated prices: m

OK Cancel

[1dentifv the site

View the calculated cost of the multilevel BOM

On the Pending prices tab in the Item price form, you can see that the calculated cost amount is
85:

e Price field: The variable costs are 80.

e Price misc. charges field: The constant cost is 5.

m Item price (1 - ceu) - Item number: BOM1, BOM1

File Edit Tools Command Help

NEX| =GR TEBT|leadbndiPA O

Pending prices | Active prices |

Qverview IGeneraI I Dimension I

ype | Version i . in unit pri i Blocked | Calculated | Log

80,00 1,00 cs 09.012012 [ [v] ]
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View the origin of the values in the multilevel BOM calculation

On the Tree structure tab in the Item price form, you can view the following costs. The cost of
BOM2 is 45, compared to 10 in the single-level calculation. The reason for the difference is that the
cost has been calculated, and raw material and route operations are included in the calculation.

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Item number: BOM1

File Edit Tools Command Help

DE X |=[ER ALK RR X SN NKC)

" Qverview | General I Prices  Tree structure |Cost'ng sheetl

Consumption | Variable cost contribution | Mumber of series | Constant cost contribution | Total cost price per unit
----- G Item/TtemA 1,00 80,00 1,00 5,00

""" @ Item/ItemB 1,00 10,00 1,00 0,00 10,00

& ”;Tti?n?;;;n c : 1,00 10,00 1,00 0,00 10,00

.. Setup/o02 || 1,00 45,00 1,00 0,00 45,00

Process/002 1,00 10,00 1,00 0,00 10,00

38 Quantity/002 B 1,00 0,00 1,00 10,00 10,00

""" <, Setup/001 | 1,00 25,00 1,00 0,00 25,00

‘%‘ ;T;:;:megull N 1,00 0,00 1,00 0,00 0,00

1,00 0,00 1,00 5,00 5,00

| 1,00 15,00 1,00 0,00 15,00

: 1,00 0,00 1,00 0,00 0,00

View the costs according to the format created in the costing sheet setup

On the Costing sheet tab in the Item price form, you can view the format of the costs according to
the costing sheet format:

e In the Level field, select Single. The cost for the Matl cost group is 45, compared to 10 in the
single-level calculation. The Matl cost group is associated with BOM2.

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Ttem number: BOM1

File Edit Tools Command Help

DEX =l R TRlleana DDA @]

" Overview | General | Prices I Tree structure  Costing sheet |

Level: I vl Per: IUnit v| Quantity: I 1,00 Unit: IPcs

Code Description
Total material cost

Variable cost | Fixed cost

Material cost

Matl Material 45,00 45,00
| HESMat High End Speaker Material 20,00 20,00
| Material cost | Total material cost 65,00 65,00
Mnfg Manufacturing 20,00 20,00
| Manufacturing | total manufacturing cost 20,00 20,00
: COGM Cost of good manufactured 85,00 85,00
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e In the Level field, select Multi. The costs are classified according to the composition of BOM2,
where 10 is derived from the Matl cost group, and 35 is derived from the manufacturing cost
group named Lab_HE.

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Item number: BOM1

File Edit Tools Command Help

DEHX ®mAR|TETT(eadrB P A O

" Overview | General I Prices I Tree structure  Costing sheet I

Level: I vI Per: IUnit vl Quantity: I 1,00 Unit: IPcs

Code Description
Total material cost

Variable cost | Fixed cost

Material cost

Matl Material 10,00 10,00

| HESMat High End Speaker Material 20,00 20,00
| Material cost | Total material cost 30,00 30,00

Manufacturing  total manufacturing cost

Mnifg Manufacturing 20,00 20,00

| Lab_HE High End speaker Labor 35,00 35,00
| Manufacturing | total manufacturing cost 55,00 55,00
COGM Cost of good manufactured a5,00 85,00

Indirect costs

There are two types of indirect costs:

e Surcharge - A surcharge is an indirect cost based on a percentage that is applied over raw
material or operational processes.

e Rate - A rate is an indirect cost calculated as a constant amount that is added to the operational
process.
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Create an indirect cost node in the costing sheet setup
To calculate indirect costs, you must add a formula in the costing sheet setup.

1. Click Inventory management > Setup > Bill of materials > Costing sheet setup.

2. Right-click the price node, which is named COGM - Cost of good manufactured in the following
illustration, and then click Create.

m Costing sheet setup (1 - ceu)

File Edit Tools Command Help

NHX =GR TEPTead P A @
[Costing sheet Edit | cost aroups |
"HTE - Lcensicosor BN

=R COGM - C od man:

E|1_a Material cost - Total m;  Hide MNode type: IPrice 'I
- Matl - Material Create alert rule : I
Ay HESMat -HighEnd — s oM

| vige HTSMat -Home Th - Setup Description: I Cost of good manufactured
| -{dy SDSMat - Standarc  Record info
EI1_2 Manufacturing -total r ——————— m

iy Mnfg - Manufactur Create

(g Lab_HE -HighEnd 0 Type: |Cost price vl

iyl Lab_HTS -Home T Copy Header: r

iy Lab SDS -Standar —

Delete Total: v

3. In the Select node type field, select Total, and then click OK.

4, Select the Header and Total check boxes.

m Costing sheet setup (1 - ceu)

File Edit Tools Command Help

NHX ®m B TETPT|leatd > A @]
|Costing sheet NN Edit | Cost groups I
i Pt et I
=== COGM - Cost of good manufactured
Eli_a Material cost - Total material cost MNode type: |T013I 'I
Ayl Matl - Material . -
{glyy HESMat - High End Speaker Material Code: I Indirect
- HTSMat - Home Theater System Material Description: I Indirect costs
iyl SDSMat - Standard Speaker Material
=L@ Manufacturing - total manufacturing cost Setup [
g Mnfg - Manufacturing
gy Lab_HE - High End speaker Labor Header: M
4y Lab_HTS -Home Theater System labor Total: v
4y Lab_SOS - Standard Speaker labor
S Indirect - Indirect costs

5. Right-click an indirect cost node, and then click Create.
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6. In the Select node type field, select Cost group, and then click OK.

m Costing sheet setup (1 - ceu)

File Edit Tools Command Help

DHX =AE | TETPT|eaad PR AN
Costing sheet [N Edit | costgroups |
i Root
EI:.? COGM - Cost of good manufactured _
- Material cost - Total material cost Mode type: ICost group 'l
iy Matl - Material
Code: avH
-4, HESMat - High End Speaker Material oae
g HTSMat - Home Theater System Material Description: IOverheads
e SDSMat - Standard Speaker Material
[=-Lgg Manufacturing - total manufacturing cost m i
-4 Mnfg - Manufacturing
iy Lab_HE - High End speaker Labor fEEiiaL: I Var_OVH j‘
4 Lab_HTS - Home Theater System labor Cost group type: IIndirecﬂ v|
iy Lab_SD5 - Standard Speaker labor

=1L Indirect - Indirect costs Behavior: IVariabIe cost "I

A cost node for indirect costs is created. In the preceding illustration, the indirect cost node is
associated with the Var_OVH cost group for indirect costs.

This node will cumulate the amounts that are calculated for indirect costs.

Create and set up a surcharge node
1. Right-click a cost group node for indirect costs, and then click Create.

2. Select Surcharge, and then click OK.

3. Complete the remaining options:

General tab
e In the Subtype field, select one of the following options:

¢ Undefined - Applies only if your costing sheet is in a draft mode. This value has to be set
to avoid errors when you validate or save the costing sheet.

e Level - The calculation is performed at each level individually.
e Sublevel - The calculation is performed at the second level and all lower levels.
e Total - The calculation is performed at each level, and the sums are cumulated.

e If you select the Per item check box, you can indicate which manufactured items the
overhead is calculated for. This applies only to BOM items, and totals are calculated for the
BOMs that you select.

Calculation tab

¢ Under Basis, select the material or manufacturing nodes (cost totals or subtotals) for which
you want to apply the surcharge.

¢ Under Surcharge, enter the formula that is linked to a costing version.
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Posting tab

Set up accounts for the production accounting process. When you start a production order, indirect
costs are posted to two WIP accounts: WIP issue and WIP account. When you end a production
order, these accounts are cleared, and the final indirect absorption is posted to the Indirect
absorption and Indirect absorption offset accounts.

Dimension tab

The dimensions that you select are set in the indirect cost postings. If you leave the dimensions
blank, the production order dimensions are applied.

Create and set up a rate node
1. Right-click a cost group node for indirect costs, and then click Create.

2. Select Rate, and then click OK.

3. Complete the remaining options:

General tab
e In the Subtype field, select one of the following options:

e Undefined - Applies only if your costing sheet is in a draft mode. This value has to be set
to avoid errors when you validate or save the costing sheet.

e Process, Setup and Quantity - The overhead applies to the total cost of the operation
type that you select.

e Per item: See the guidelines in the procedure for the surcharge node.

Calculation tab

e Under Basis, select the manufacturing nodes (cost totals or subtotals) for which you want to
apply the rate.

e Under Rate, enter the formula linked to a costing version. To enter different amounts per site
or use different costing versions, for example, you can create an optional number of lines.

Posting tab
See the guidelines in the procedure for the surcharge node.

Dimension tab
See the guidelines in the procedure for the surcharge node.
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Surcharge calculation and subtype behavior

The following examples show how the values in the Subtype field in the Costing sheet setup form
affect the results of surcharge calculation. The calculation is based on the following setup in the
Costing sheet setup form.

m Costing sheet setup (1 - ceu) =]
File Edit Tools Command Help
DEHX miE TEFTV|lecsarmelPA e

[ Costing sheet I Edit ICostgroupsI Validate |

E|---_-_'_-_ Root

General |Calcu|aﬁor1| Posting I Dimension

EI:? COGM - Cost of good manufactured
EI-Li Material cost - Total material cost Idenibhication
e Matl - Material
i HESMat - High End Speaker Material Node type: |5urdﬁrge 'l
il HTSMat - Home Theater System Material Code: IW
gl SDSMat - Standard Speaker Material
Ly Manufacturing - total manufacturing cost Description: I
il Mnfig - Manufacturing
il Lab_HE - High End speaker Labor EE
il Lab_HTS - Home Theater System labor lﬁ
Subtype:
iy Lab_SD5 - Standard Speaker labor u Undefined ¥
I'_—'Iﬁa Indirect - Indirect costs Peritem: [
[l OVH - Overheads
= E surcharge
|\«'alidahe and save the costing sheet. |_j_ 1unread notification ’ﬁ ’E ’E ’m

Set up surcharges
1. In the Costing sheet setup form, on the Calculation tab, in the Code field, select the node on
which you want to calculate the surcharge.

In the following examples, the surcharge percentage is applied to the Matl node amount.
2. In the Surcharge section, select a costing version, and in the Percent field, enter a percentage.

In the following examples, the percentage is 10.

Edit ICost groups I
"General Calculation |Posting | Dimension

Code

Matl =

*
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Calculate surcharges by using the Level subtype

1. In the Costing sheet setup form, on the General tab, in the Subtype field, select Level.

2. In the Item details form, on the General tab, in the Cost group field, select the cost group.

m Item (1 - ceu) - Item number: ItemA, ItemA

File Edit Command  Help

jHK|mAII\|?gﬁl”¢¢'dbm0ﬂ|£ﬂ|.@‘

"Qverview General |Setu|:| | Referenoesl PricefDiscountI Other | Dimension I

Groups, __
Item number: IItemA— Item group:

m Cost group:
Item name: I TtemA Inventory model group:
Search name: IItemA— Dimension group:
Ttem type: Item ¥ Coverage group:
Text: Commission group:

Batch number group:

3. In the Item details form, select an item of the BOM type, click Price, and then click

Calculation.

Im Default config
Im Configurable:
Im Identical:

s =
I 'l Modeling enat
I 'l Hide dialog bo
Iﬁ Hide appraval

4. 1In the BOM calculation for an item form, in the Costing version field, select a costing version

of the Planned cost type.

Note: Use the Planned cost costing version to see the effects of using the Level subtype. The

Standard cost costing version is restricted to single-level calculation.

5. Click OK. The following cost price is calculated:
e Price field: 82
e Price misc. charges field: 5

6. Click Complete.
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View the surcharge records upon BOM calculation by using the Level subtype
The two new surcharge records can be identified by the surcharge icons.

m{:onlplete BOM calculation (1 - ceu) - Item number: BOM1, Test, Item number: BOM1

File Edit Tools Command Help

DEX®mURF|TETFT(ead >R P i@

Qverview IGeneraI | Frices I Tree structure I Costing sheetl

r | Operation | Level Consumption Total sales price per unit | Net weight per unit | L.
] 0 Matl 1,00 87,00 92,00 0,00
1| Matl 1,00 | Pcs 10,00 10,00 0,00
1 | HESMat 1,00 | Pes 10,00 15,00 0,00
1| Matl 1,00 | Pcs 45,00 46,00 0,00
2 | Mat 1,00 | Pcs 10,00 10,00 0,00
Finishing 2 | Lab_HE 1,00 | Hours 10,00 10,00 0,00
Finishing 2 | Lab_HE 1,00 | Hours 25,00 25,00 0,00
Finishing 2 | Mnfg 1,00 | Pcs 0,00 0,00 0,00
52k| Surcharge 2 | Var_OwH 1,00 1,00 1,00 0,00
| | D01 Drilling 1 | Mnfg 1,00 | Hours 5,00 5,00 0,00
B ulip| 001 Drilling 1| Mnfg 1,00 | Hours 15,00 15,00 0,00
| 94| oo1 Drilling 1| Mnfg 1,00 | Pcs 0,00 0,00 0,00
: 52| Surcharge 1| Var_OWH 1,00 1,00 1,00 0,00

View the indirect costs upon BOM calculation by using the Level subtype

Note that there is an indirect cost per level. In this example, ItemA and ItemC belong to a cost group
for direct material. (The cost group is named Matl in the illustrations.) Each item represents a cost of
10, so 10 percent is 1 per level.

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Item number: BOM1

File Edit Tools Command Help

DEHX|=ARF| FPTlead DB YA|O|
"Overview | General | Prices Tree structure ICosting sheet |
[=-2a Production/BOM1 Consumption | Yariable cost contribution | Mumber of series | Constant cost contribution | Total cost price per unit
""" T3 Ttem/TtemA 1,00 82,00 1,00 5,00 87,00
""" ) Ttem/TtemB 1,00 10,00 1,00 0,00 10,00

Elgw BOM/BOM2 —

1,00 10,00 1,00 0,00 10,00

| 1,00 46,00 1,00 0,00 45,00

| 1,00 10,00 1,00 0,00 10,00

| 1,00 0,00 1,00 10,00 10,00

i} surcharge/Surcharge | 1,00 25,00 1,00 0,00 25,00

""" = Setup/001 | 1,00 0,00 1,00 0,00 0,00
iyl Process 001 —
..... Fa Quantity, 001 0,00

L Surcharge fSurcharge | | 1,00 0,00 1,00 5,00 5,00

1,00 15,00 1,00 0,00 15,00

| 1,00 0,00 1,00 0,00 0,00
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Calculate surcharges by using the Total subtype
1. In the Costing sheet setup form, on the General tab, in the Subtype field, select Total.

B Costing sheet setup (1 - ceu)

File Edit Tools Command Help

DX ®mQ R | TETPT|leadpR A @]

| Costing sheet | : Edit | Cost groups |
[=]-4 & Foot
E'E?ll:? COGM - Cost of good manufactured iR ICaIcuIah'on | Posting I Bimension I

EIQ Material cost - Total material cost
iy Matl - Material
-4 HESMat - High End Speaker Material Node type: |5urd13rge -
- HTSMat - Home Theater System Material Tl IW
iyl SDSMat - Standard Speaker Material

=L Manufacturing - total manufacturing cost Description: I Surchage
g Mnfg - Manufacturing
-y Lab_HE - High End speaker Labor Eﬂ
g Lab_HTS - Home Theater System labor ;
-4 Lab_SDS - Standard Speaker labor e IToiaI ]v

E-Lg Indirect - Indirect costs Periterm: |

[l-4 OVH - Overheads
E% surcharge - Surchage

2. Follow the steps 2 through 5 of the procedure for calculation that uses the Level subtype.
The following cost price is calculated:
e Price field: 83
e Price misc. charges field: 5

3. Click Complete.
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View the indirect costs upon BOM calculation by using the Total subtype

An indirect cost has been calculated per level. ItemA and ItemC belong to the cost group named Matl
in the illustration. However, because the subtype is Total, the cost is cumulated in upper levels:

e Level 2: Total cost of Matl = 10, surcharge = 10 percent, surcharge amount = 1

e Level 1: Total cost of Matl for Levels 2 and 1 = 20, surcharge = 10 percent, surcharge amount = 2

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Item number: BOM1

File Edit Tools Command Help

DEHX mUR | TETT(eaarmefile]

"Qverview | General | Prices  Tree structure |Cosh’ng sheetl

[=-aa Production/BOM1 Consumption | Variable cost contribution | Number ofserie_sl Constant cost contribution | Total cost price per unit
""" T Item/TtemA 1,00 83,00 1,00 5,00 88,00
""" @ Item/TtemB ] 1,00 10,00 1,00 0,00 10,00

& :ﬂ__g?én?qlz c B 1,00 10,00 1,00 0,00 10,00
s SEbr:memz : 1,00 46,00 1,00 0,00 45,00
y '3 Process/002 N 1,00 10,00 1,00 0,00 10,00
P Quantityo02 1,00 0,00 1,00 10,00 10,00
<25 Surcharge/Su | 1,00 25,00 1,00 0,00 25,00
Setup/o01 B 1,00 0,00 1,00 0,00 0,00

“}? PQFLT ; : :iﬁg& 1 1,00 1,00 0,00
[2L Surcharge Surche || 1,00 0,00 1,00 5,00 5,00
|| 1,00 15,00 1,00 0,00 15,00

1,00 0,00 1,00 0,00 0,00

0,00

Calculate surcharges by using the Sublevel subtype
1. In the Costing sheet setup form, on the General tab, in the Subtype field, select Sublevel.

MCosting sheet setup (1 - ceu)

File Edit Tools Command Help

DHX =GR S ALK KNN X NSW-YE-)
| Costing sheet [N Edit |c°5t aroups |
Em“n:-':' Roat General |Calcu|ah'on| Postin, | Di i
=2 COGM - Cost of good manufactured g | Limension
EILJ Material cost - Total material cost
igflg Matl - Material
- {gls HESMat - High End Speaker Material Mode type: |5urd13rge '|
-ige HTSMat - Home Theater System Material Code: IW
-y SDSMat - Standard Speaker Material
[=l-Lg Manufacturing - total manufacturing cost Description: I Surchage
iyl Mnfg - Manufacturing
iy Lab_HE - High End speaker Labor Setup I
4y Lab_HTS - Home Theater System labar Iﬁ
sg Lab_SDS - Standard Speaker labor Subtype: Sublevel ¥
=L Indirect - Indirect costs Peritem: |
El-4 OVH - Overheads
225 Surcharge - Surchage
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2. Follow steps 2 through 5 of the procedure for calculation that uses the Level subtype.
The following cost price is calculated:
e Price field: 81
e Price misc. charges field: 5

3. Click Complete.

View the indirect costs upon BOM calculation using the Sublevel subtype
Although the surcharge record is added in the top level (Level 1), in this scenario, the application
applies the surcharge from Level 2 only to any levels below that.

The calculation considers only Level 2. The total for the direct material cost group, Matl, is 10.
Therefore, the surcharge amount is 1.

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Item number: BOM1

Fle Edit Tools Command Help

DEX | ®mAR|TEPT(eadadwaifAiAe|
" Overview I General | Prices Tree structure | Costing sheet I
-2 Production/BOM1 Consumption | Yariable cost contribution | Mumber of series | Constant cost contribution | Total cost price per unit
(g Ttem/TtemA 1,00 81,00 1,00 5,00 86,00
‘ﬁ? Item/Item 1,00 10,00 1,00 0,00 10,00
= BOM/BOM2 7
= ue @ Ihim TtemC 1,00 10,00 1,00 0,00 10,00
‘. Setupfoo2 1,00 45,00 1,00 0,00 45,00
‘# Procegsﬂjﬂz - 1100 lU,UU 1;00 UJUU 10100
33 Quantity002 1,00 0,00 1,00 10,00 10,00
e, Setupf001 1,00 25,00 1,00 0,00 25,00
‘g‘ gf::::ﬁg;; || 1,00 0,00 1,00 0,00 0,00
SN < urcharge /Surch | 1,00 1L 1,00 5,00 L
b 1,00 15,00 1,00 0,00 15,00
1,00 0,00 1,00 0,00 0,00

;00 1,00 00 0,00 1,00
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Rate calculation and subtype behavior

The following examples show how the values in the Subtype field in the Costing sheet setup form
affect the results of rate calculation. The calculations are based on the following setup in the Costing
sheet setup form.

mCosting sheet setup (1 - ceu)

File Edit Tools Command Help
DHZX|®mLE |  TETF T eaarnali A @
m—m Edit |Costgroup5|

E|---_-_:-_ Root
[El-==2 COGM - Cost of good manufactured

General ICaIcuIationI Posting I Dimension

[=I-Lg Material cost - Total material cost
gy Matl - Material
-4y HESMat - High End Speaker Material Node type: |Rate 'l
-4y HTSMat - Home Theater System Material Code: Fiate
iyl SDSMat - Standard Speaker Material
[=l-Lgg Manufacturing - total manufacturing cost Description: I |
{4 Mnfg - Manufacturing
iyl Lab_HE - High End speaker Labor Eﬂ
Lab_HT5 - Home Theater System labor Iﬁ
ﬁ Lab_SDS5 - Standard Speaker labor Subtype: Undefined
=g Indirect - Indirect costs Peritem; I

-4 OVH - Overheads
2. surcharge - Surchage
Rate - Rate

Set up rates

1. In the Costing sheet setup form, on the Calculation tab, in the Code field, select the node on
which you want to calculate the rate.

In the following examples, the rate is applied to the Manufacturing node amount.

Edit | Cost groups |

"General Calculation |Post'ng I Dimension

Basi

Code
Manufacturing ;l

&
*

2. Under Rate, select a costing version, and in the Amount field, enter an amount.

In the following examples, the amount is 3.

Status \iersion Version name | Site | Amount | From date | Blocked

.n:urrentau:ﬁ'-.'e Std_2010 Standard c 3,00 24012012 [
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Calculate rates by using the Process subtype
1. In the Costing sheet setup form, on the General tab, in the Subtype field, select Process.

m Costing sheet setup (1 - ceu)

File Edit Tools Command Help

NEX|[ELE | TETT|eaddwPfA@]
| Costing sheet I Edit ICostgroupsI
= Root

=2 COGM - Cost of good manufactured Enera | Calculation | Posting I Bimension I

Elua Material cost - Total material cost
iy Matl - Material =
iy HESMat - High End Speaker Material MNode type: |Rahe 'l
~iyffg HTSMat - Home Theater System Material Code: Rate
iy S0SMat - Standard Speaker Material

@ Manufacturing - total manufacturing cost Description: I Rate
iyl Mnfg - Manufacturing
iy Lab_HE - High End speaker Labor [Setup [

-4y Lab_HTS - Home Theater System labor
.g Lab_5DS - Standard Speaker labor Subtype: IpmCESS jv
(1L Indirect - Indirect costs Peritem: |

=iy OVH - Overheads
2L surcharge - Surcharge
Rate - Rate

2. In the Item details form, select an item of the BOM type, and then click Route.

3. In the Route form, on the Times tab, in the Setup time field, enter 2. In the Run time field,
enter 5.

m Route (1) - Item number: BOM1, BOM1_R, Item number: BOM1

File Edit Tools Command Help
MR E A S A A RN X TN-NC)

Route number
RTE_00000003 BOM1_R

" Qverview I General | Setup Times IDescriph'on I
Queue time before: I Transit time: I Transfer batch: I
Setup time: 2,00 Queue time after: I |
Run time: 5,00  Hours/time: I 1,0000

Process gty. 1,00

4. In the Item details form, click Price, and then click Calculation.
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5. In the BOM calculation for an item form, in the Costing version field, select a costing version
of the Planned cost type.

6. Click OK. The following cost price is calculated:
e Price field: 159
¢ Price misc. charges field: 10

7. Click Complete.

View the rate records upon BOM calculation by using the Process subtype
The explosion mode of the costing version is Multilevel, so the rate is calculated per level.

Because the subtype is set to Process in the Costing sheet setup form, an amount of 3 is added per
unit of the process time (run time):

e At Level 2, the run time is 1, so the rate is 3.

e At Level 1, the run time is 5, so the rate is 15 (5 x 3).

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Ttem number: BOM1

File Edit Tools Command Help

DEX|=mIF  TEPT|leadadpalf@iae|

Owverview | General I Prices I Tree structure I Costing sheetl

T.. IhemMorkch_DEraﬁon Level | Costgroup | Consumption | Unit | Total cost price per unit | Total sales price per unit | Net weight per unit | L.

=p| BOM1 0 | Mat 1,00 | Pcs 169,00 174,00 0,00
| | [temA 1| Mat 1,00 | Pecs 10,00 10,00 0,00
52| rteme 1 | HESMat 1,00 | Pes 10,00 15,00 0,00
| ;:._1 BOM2 1| Mat 1,00 | Pcs 45,00 45,00 0,00
B 2| TtemC 2| Mat 1,00 | Pcs 10,00 10,00 0,00
B - | 002 Finishing 2 | Lab_HE 1,00 | Hours 10,00 10,00 0,00
|| 002 Finishing 2| Lab_HE 1,00 | Hours 25,00 25,00 0,00
B 43| ooz Finishing 2 | Mnfg 1,00 | Pcs 0,00 0,00 0,00

- | 001 Drilling 1| Mnfg 2,00 | Hours 10,00 10,00 0,00
_.,g, 001 Drilling 1| Mnfg 5,00 | Hours 75,00 75,00 0,00
| 23| ool Drilling 1 | Mnfg 1,00 | Pcs 0,00 0,00 0,00
| 25%| Surcharge 1| Var_OvH 1,00 1,00 1,00 0,00
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Calculate rates by using the Setup subtype
1. In the Costing sheet setup form, on the General tab, in the Subtype field, select Setup.

m Costing sheet setup (1 - ceu)

File Edit Tools Command Help

DX |=[E R ALK KR X 0N Y]
| Costing sheet [N Edit ICost groups I
Em:;u- Root General ICaIcuIation | Postin I Dimensi
== COGM - Cost of good manufactured g | Limension
I_—l_l--1_§ Material cost - Total material cost
il Matl - Material
s HESMat - High End Speaker Material Mode type: |Rahe 'I
il HTSMat - Home Theater System Material Code: Rate
iyl SDSMat - Standard Speaker Material
=-Lgg Manufacturing - total manufacturing cost Description: IRate
e Mnfg - Manufacturing
iyl Lab_HE - High End speaker Labor [Setup I
- f s Lab_HTS - Home Theater System labor
sﬁ Lab_SDS - Standard Speaker labor — ISEb"IJ jv
(=1L Indirect - Indirect costs Peritem; |

-4 OVH - Overheads
-[:25 Surcharge - Surchage

2. Follow steps 2 through 4 of the procedure for calculation that uses the Process subtype.
3. In the BOM calculation for an item form, in the Explosion mode field, select Single level.
4. Click OK. The following cost price is calculated:

e Price field: 105

e Price misc. charges field: 16

5. Click Complete.

View the rate records upon BOM calculation by using the Setup subtype
The explosion mode is Single level, so the rate is calculated only in the top level.

The total rate amount is 6, because the calculation is based on the setup time, which is 2 (2 x 3 = 6).
The rate amount is a constant cost contribution that is related to the setup time.

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Item number: BOM1

File Edit Tools Command Help

DEX|™mdR | L AALE KRN X - YC)

"Overview | General | Prices  Tree structure ICosﬁng sheetl

El-aa Production/BOM1 Consumption | Variable cost contribution | Number of series | Constant cost contribution | Total cost price per unit
~{ Item/TtemA 1,00 105,00 1,00 16,00 121,00

i? Item/TtemB 1,00 10,00 1,00 0,00 10,00
4w BOM/BOM2 —

1,00 10,00 1,00 0,00 10,00

-, Setup/001 — g i o X !
-l Processfon 1,00 10,00 1,00 0,00 10,00
2,00 0,00 1,00 10,00 10,00
5,00 75,00 1,00 0,00 75,00
1,00 0,00 1,00 0,00 0,00

6,00
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e
Surcharge calculation by using the Per item parameter

The following example shows how overhead is calculated for specific manufactured items.
Calculate surcharges by using the Per item parameter
1.

In the Costing sheet setup form, on the General tab, in the Subtype field, select Level
2. Select the Per item check box.

m Costing sheet setup (1 - ceu)
File Edit Tools Command Help
E|....'

PV lead DA @
_“-_Root -

Edit |Cost groups |
E|=.§ COGM - Cost of good manufactured
E-Cd Material cost - Total material cost
iyl Matl - Material

General |Calcu|ah'on I Posh’ngl Dimension
Identification

iy HTSMat - Home Theater System Material

iyl SDSMat - Standard Speaker Material

B-1

& Manufacturing - total manufacturing cost
iyl Mnfg - Manufacturing

iyl HESMat - High End Speaker Material

Node type: ISurdﬂarge "I
Code:

I Per item

Description: IPer item
iy Lab_HE - High End speaker Labor
~iyffg Lab_HTS - Home Theater System labor
iy Lab_SD5 - Standard Speaker labor
EI--LQ Indirect - Indirect costs

-4y OVH - Overheads

Setup I

Subtype: ILeveI 'I
gé Surcharge - Surchage
U Rate -Rate

;gé Per item - Per item

calculate the surcharge.

Click the Calculation tab, and then, in the Code field, select the node on which you want to

BOM type.

(6,1

In the Valid for field, select Table, and in the Relation field, select the item.

N o

Note: When you enter a specific item, the application considers the total amount of the node for
only this manufactured item. You can select any type of item, but this applies only to items of the

In the Percentage field, enter a percentage. In this example, the percentage is 10.

In the Item details form, select an item of the BOM type, and then click Price.
calculated:

©

Click Calculation, select a costing version, and then click OK. The following cost price is
Price field: 142

Price misc. charges field: 19
Click Complete.
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View overhead per item upon BOM calculation by using the Per item parameter

In the following illustration, the surcharge percentage is calculated for the components of BOM2. Using
the Per item parameter does not apply a percentage to the cost of BOM2.

m Complete BOM calculation (1 - ceu) - Item number: BOM1, Test, Item number: BOM1

File Edit Tools Command Help

DEHX =R | TEPT|(0addw fAiA @]
"Overview | General | Prices  Tree structure |Cosﬁng sheet |
[F-2a Production/BOM1 Consumption | Variable cost contribution | Mumber of series | Constant cost contribution | Total cost price per unit
""" G Item/TtemA 1,00 142,00 1,00 19,00 161,00
""" P Ttem/ItemB | 1,00 10,00 1,00 0,00 10,00
; :E;r:t!el:n?:t;iﬂc : 1,00 10,00 1,00 0,00 10,00
. Setupfoo2 || 1,00 45,00 1,00 3,00 43,00
s Process002 - 1,00 10,00 1,00 0,00 10,00
3 Quantity/ooz 1,00 0,00 1,00 10,00 10,00
iR Rate/Rate i | 1,00 25,00 1,00 0,00 25,00
L ”QE-"F'EF it=m ] 1,00 0,00 1,00 0,00 0,00
Gy Process/001 1,00 0,00 1,00 3,00 3,00
..... Fa Quantity,001 0,00
;; Surcharge/Surcharge 2,00 0,00 1,00 10,00 10,00
Y Rate/Rate | 5,00 75,00 1,00 0,00 75,00
[ 1,00 0,00 1,00 0,00 0,00
| 1,00 1,00 1,00 0,00 1,00
: 1,00 0,00 1,00 5,00 6,00

Indirect cost calculation viewed from a production order

The following example shows the results of a BOM calculation from a production order. The calculation
results are based on the structure that is defined in the costing sheet setup.
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Set up the costing sheet

1. Click Inventory management > Setup > Bills of materials > Costing sheet setup.

2. Select a surcharge node, and then, on the General tab, in the Subtype field, select Level.

File Edit Tools Command Help

DX |m(d & |7

m Costing sheet setup (1 - ceu)

A A RN X TERNI]

Costing sheet [N

EI---_-_'_-_ Root
E-=2 COGM - Cost of good manufactured
EIQ Material cost - Total material cost
iyl Matl - Material
e HESMat - High End Speaker Material
g HTSMat - Home Theater System Material
il SDSMat - Standard Speaker Material
Ly Manufacturing - total manufacturing cost
e Mnfg - Manufacturing
e Lab_HE - High End speaker Labor
g Lab_HTS - Home Theater System labor
e Lab_SD5 - Standard Speaker labor
=1+ Indirect - Indirect costs
El-4fs OVH - Overheads
B Surcharge - Surchage
Rate - Rate

Edit ICost aroups I
General ICaIcuIah'on | Posting | Dimension
Node type: ISurr.:harge 'l
Code: IW

Description: I Surchage

[Setup I
Subtype: ILeveI - l
Peritem: [

Perform a BOM calculation and associate the cost with a costing version
1. In the Item details form, select an item of the BOM type, and then click Price.

2. In the Item price form, delete any records on the Pending prices tab, and then click

Calculation.

3. In the BOM calculation for an item form, in the Costing version field, select a costing version

of the Standard cost type, and then click OK.
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4. 1In the Item price form, click Complete.

m Complete BOM calculation (1 - ceu) - Ttem number: BOM1, std_2010, Item number: BOM1

File Edit Tools Command Help

DEHX =R | 7TEPT(leaaap e i@

Overview IGeneraI | Prices I Tree structure I Costing sheet |

Operation | Level Consumption
: 0 1,00 Pes 123,00 128,00 0,00
1| Matl 1,00 | Pcs 10,00 10,00 0,00
1 | HESMat 1,00 | Pcs 10,00 15,00 0,00
1| Matl 1,00 | Pcs 10,00 10,00 0,00
Drilling 1 | Mnfg 2,00 | Hours 10,00 10,00 0,00
Drilling 1 | Mnfg 5,00 | Hours 75,00 75,00 0,00
Drilling 1| Mnfg 1,00 | Pcs 0,00 0,00 0,00
|2Z%| Surcharge 1| Var_QvH 1,00 2,00 2,00 0,00
: |°7| Rate 1| Var_OVH 1,00 6,00 8,00 0,00

Note If no surcharge or rate records are calculated, make sure that the date of the costing
version that is used is correct. Set the date in the From date field on the Recording tab in the
Costing version setup form to the current date.

5. Close the Complete BOM calculation form, and then, in the Item price form, click Activate.

Create adjustment lines
1. Click Inventory management > Journals > Item transaction > Profit/Loss.

2. Click New to create a new journal.

3. Click Lines, and then create three new lines to register stock for two items and one BOM item. In
the following example, the records ItemA, ItemB, and BOM2 are created, each with a quantity of
10.

m Journal lines, Inventory (1 - ceu) - Journak 000246070, 3,0000000000, Journalk 000246_0'

File Edit Tools Command Help

OHX =GR | FTr[eaaarp 940
Qverview |General | Dimension I
Date Item number | Site | Warehouse | Quantity | Cost price | Cost amount | L..
30.01,2012 | ItemA 1 i1 10,00 10,00 100,00
30.01,2012 | TtemB 1 11 10,00 10,00 100,00

30.01.2012 BOM2 10,00 10,00 100,00

4. Click Post to post the journal.

Note: Before posting, click General ledger > Setup > Periods > Periods, and make sure that
the ledger period is open.
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Create and process a production order

1. Click Production > Production Order Details.
2. Create a new production order for a BOM item. In the following example, the record BOM1 is

created with a quantity of 1.

B Create production order (1 - ceu) - New Record =]
Identification : [B0M,route I e
Production: ILD_UUUUSOSU BOM date: |3n.u1.2[:12 i Route |
Ttem number: | BOM1 j BOM number: | BCM_0000001 v|
MName: I ECM1 Route number: I RTE_000000aC v|
Site: I 1 vl Pool: I v|
Warehouse: | 11 - Production group: I v|
Production I Setup I
Type: - Ledger: |Item+(:ahegory v|
Quantity: 1,00 Reservation: IManua| - I
Delivery: |30.01.2012 =
Time: I 10:00
oK. Cancel
|Pmduch'on type i

3. Click Update, and then click Estimation.

4. In the Estimation form, click OK.

View the results of a BOM calculation from a production order

1. In the Production orders form, click Inquiries, and then click Price calculation.

The information in the Calculation form corresponds to the information in the BOM calculation

form.

The calculation is performed at a single level, because the item is a standard cost item.
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2. Click the Overview Costing tab to view the actual and estimated costs for the production order.

m Calculation (1 - ceu) - Production: PRD_00005081, BOM1

File Edit Toolz Command Help

DEHX|=UR|ITETFT|Iead bPEANO

: " Overview Estimation Overview Costing IGeneraI I Calculation | Costing sheetl

J w21 PRD_000D 1| Itema Pcs
. | = Pro_oooo. . 1| ItemB Pcs
:_ :_,“u PRD_0000... 1| BoM2 Pcs
2 | PRD_000D... 1| 001 Hours
3 [l PrO_0000... 1| 001 Hours
3 [|=2| ero_oooo... 1| o001 Pcs
| T [2L| PrRD_oo00... 1 | Surcharge

] : |34 PRD_DOOO... 1| Rate

)

N =

R =

3. Click the Costing sheet tab to view the data within the costing sheet structure.

1,00
1,00
1,00
2,00
5,00
1,00
1,00
1,00

10,00
10,00
10,00
10,00
75,00
0,00
2,00
&,00

MCalculation (1 - ceu) - Production: PRD_00005081, BOM1

File Edit Tools Command Help

DEX =R TEPTieaarmel i A @]

! Cverview Estimation I Overview Costing I General I Calculation  Costing sheet |

Mode: | TR ~ |

Level: ISingIej Per: IUnit j Quantity: I

1,00

Unit: IPcs

Description
Total material cost
Matl Material

Material cost

3

) | HESMat High End Speaker Material
) Material cost | Total material cost

) Manufacturing  total manufacturing cost

) Mnfg Manufacturing

) | Manufacturing | total manufacturing cost

) Indirect Indirect costs

) OVH Overheads

) | Indirect Indirect costs

) : COGM Cost of good manufactured
1

1

1

4. Use the following filters to view the data:

Variable cost | Fixed cost

20,00
10,00
30,00

85,00
85,00

8,00
8,00
123,00

20,00
10,00
30,00

85,00
85,00

&,00
8,00
123,00

e In the Mode field, select Estimation to view estimated costs, or select Costing to view actual

costs.

¢ In the Level field, specify whether to view the cost groups in a single-level or multilevel

structure.

e In the Per field, specify whether to view the costs per unit, per production lot size, or per

specific quantity.
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Update a production order by using automatic BOM calculation
In the Production orders form, click BOM.

1
2. Select a warehouse for all BOM lines, and then close the form.

3. In the Production orders form, click Update, and then click Start.
4

In the Start form, click the General tab. In the Automatic BOM consumption field select
Always, and then click OK.

Note: Before you click OK in the Start form, click Basic > Setup > Calendar > Working time
templates, and make sure that working times are set up correctly in the calendar.

mStart (1 - ceu)

File Edit Tools Command Help

DHX®mAR|TETT|Ieadd® iAo

"Overview General |InFormah'on | Batch |

Production: IW Route card: Im
Mame: I ECM1 Automatic route consumption: IAIways ﬂ
i M Post route card now: ¥ End-mark route: [~

Date: |30.01.2012 H Picking list journal
Quantity: I 1,00 Picking list:

Start production: W References: [ Automatic BOM consumption:
Onerat Create journal per:
From Oper. No. I = I Post picking list nowe: ¥  End-mark picking list: [
To Oper. Mo. I _I Fhysical reduction: [~ Pick negative: r
M Complete picking list journal: [

Print picking list: r Frint Gptions
Show journal info: [

U U

View the results of a BOM calculation from a production order by using automatic
BOM consumption

1. In the Production orders form, click Inquiries, and then click Price calculation.
2. Click the Costing sheet tab, and then, in the Mode field, select Costing.

The form is now populated with data. The data corresponds to the estimation data, because no
changes have been made to the BOM or route of the production order.
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3. In the Production orders form, click Inquiries, and then click Indirect cost transactions.

In the Indirect cost transactions form, you can view details about each indirect cost transaction
that has been posted. At this stage, only WIP postings have been performed.

m Indirect cost transactions (1 - ceu) - Production: PRD_00005082, Surcharge, Production: PRD_00005082

File Edit Tools Command Help

DEHX=EAR| I 7TEPT(eaddD A O

e

Overview |General | Ledger | Dimension |

Cost amount | Posted | Canceled

30.01.2012 ; i PRI Surcharge Surcharge 1,00
- 30.01.2012 FRD_00005082 | Surcharge |Surcharge o0 W -
|| I 30.01.2012 PRD_00005082 | Rate Rate 500 v [

4. In the Production orders form, click Inquiries, and then click Production posting.
In the Production posting form, you can view the transactions for the indirect costs that have
been added to the production:
To view the inventory transactions for the indirect costs, click Inventory > Voucher
transactions.
e To view the ledger transactions for the indirect costs, click Ledger > Voucher.

m Production posting (1 - ceu) - Production: PRD_00005082, 30.01.2012, Production: PRD_00005082

File Edit Tools Command Help

DEZX LR |7 BT T (0@ d DB A @]

| Overview |General I Inventory bl

i Date =+ Type Good guantity | Error quantity | OP/WIP amount | Cost accounted amount Ledger ’l
30.01.2012 |Material bl 30,00

- aterial consumption N E— }l
30.01.2012 |Route consumption 85,00

0.0 2 i = 5,00 Indirect cost ll

30.01
2,00

30.01.2012 |Indirect cost

5. In the Production orders form, click Update, and then click End.
6. Click OK to post the journal. The indirect cost transactions are now financially posted.
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7. Click Inquiries, and then click Indirect cost transactions.

m Indirect cost transactions (1 - ceu) - Production: PRD_00005082, Surcharge, Production: PRD_00005082

File Edit Tools Command Help

DX =mAF| TP T leaapepPf A @]

Overview |General| Ledger I Dimension | Ledger bl

Cost accounted ate Costing date

Production | Code Type Cost amount | Posted | Canceled

5 " 30,01.2012 PRD_D0005082 Surcharge Surcharge
[ 30.01.2012 | 30.01.2012 | PRD_00005082 | Surcharge |Surcharge 00| [« I
. [v 30.01.2012 | 30,01.2012 | PFRD_00005082 | Rate Rate 600| [« I

Note: The transactions appear as posted.

Production variances

When a production order for a standard cost item has been ended, you can calculate the production
variances. Variances reflect a comparison of the reported production activities and the standard costs
that are calculated for the production item.

The variances do not reflect a comparison to the production order’s estimated costs. The production
activities that are reported include the consumption of material and routing operations, together with
the associated indirect costs and the quantity that is reported as finished.

The following four types of production variances are calculated:
e Lot size variance

e  Production quantity variance

e Production price variance

e Production substitution variance
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Production variances and the difference between actual costs and calculated costs

Estimated cost for the Based on the production BOM, production route, order quantity, order start date, and active cost records as of the start date
production order

No variance

Differences in production BOM or route because of manual changes , user selection during order creation, or
automatic selection based on effectivity dates or quantity

\

Standard cost calculation | Based on a specified BOM version, route version, quantity, calculation date, and active cosl records as of the calculation date

b 1 1

Common differences

Lot-size Quantity Price Substitution
variance variance variance variance
Actual costs for the
production order
Common source of Different order quantity or Different quantity Different costs Changes to production
variances constant costs consumed reported BOM or route

The preceding illustration shows the four variances that cause the difference between a production
order’s actual costs and the calculated costs within the item’s cost record when the production order is
ended.

Analyze the production variances
Use the Variance form or the Production variance report to analyze production variances, and to
identify the sources of the variances.

1. Open the Variance form or the Production variance report:

e To open the Variance form, click Production > Production Orders. Double-click a
production order to open the Production order details form, and then click > Inquiries >
Price calculation > Variance.
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e To open the Production variance report, click Production > Reports > Analysis >
Production variance.

MProdu(tiDn variance (1) [_ (5] x]

General l Batch |

Lovel; Single Ll Production orders Select |
ﬂm Total .

A - Production; I Default I

Conflguratlon. ulti Ended: ﬁ Options I

2z . Status: l Ended
Color:

Printer: I Send To Onehote 20(
Print mediurn: IScreen vI

=

<

Site:

‘Warehouse:

Location:

v

I

[

Batch number; |
r

Pallet ID: r
-

Serial number:

Cancel |

|Level of decompasition.

2. In the Level field, select how you want to view the detailed variances:
e Single - View variances by item and operation resource.
e Multi - View variances by cost group.
e Total - View summarized variances without a detailed breakdown.

3. If you want the variances to be tracked by cost group, in the Inventory parameters form, click
the Bills of materials tab. Then, in the Variances to Standard field, select Sub ledger.

Journals ~Bills of materials |Locations| Transport | AIF |

{Check I
Level of circularity: m
Max. BOM level: |_25
Mandatory quantity and dates: [
Block removal of approval: u
Block editing: B
BOM calculation |
Calculation group: m
| Cost control
Cost breakdown: I—m
Variances to Standard: ﬁ v
Sub ledger
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Microsoft Dynamics is a line of integrated, adaptable business management solutions that enables you and your
people to make business decisions with greater confidence. Microsoft Dynamics works like and with familiar
Microsoft software, automating and streamlining financial, customer relationship and supply chain processes in a
way that helps you drive business success.

U.S. and Canada Toll Free 1-888-477-7989
Worldwide +1-701-281-6500
www.microsoft.com/dynamics

This document is provided “as-is.” Information and views expressed in this document, including URL and other Internet Web site
references, may change without notice. You bear the risk of using it.

Some examples depicted herein are provided for illustration only and are fictitious. No real association or connection is intended or
should be inferred.

This document does not provide you with any legal rights to any intellectual property in any Microsoft product. You may copy and
use this document for your internal, reference purposes. You may modify this document for your internal, reference purposes.
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