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TIPS AND TRICKS 
How are Actual Component and Actual Product Costs computed during 
a production process?  

 In Production Order -> Summary tab, there are fields for 'Actual Component Cost' and 'Actual Production Cost'.  How are these 
costs computed? 

 Actual Component Cost 
This cost is the sum of actual issuances for production through the 'Issue for Production' window. 

 Actual Production Cost 
This cost is based on the planned quantity in the production order which is defined in the 'Bill of Materials'. 

 The difference between the two costs is posted as a production variance in the 'Total Variance' field. 

 For example, consider this scenario: 

 A Bill of Materials for 'Production' item has two components, both of which are issued manually: 

A1007 - 5 Units 

A1110 - 8 Units  
 

 

 
  

1. Create a Production Order. 
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2. Issue only some of the components to production: 

A1007 - 4 Units 

A1110 - 4 Units  
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At this stage, the 'Actual Component Cost' field is updated in the 'Production Order': 
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This value has been computed using this formula:   
 

Issued Quantity x Current Cost 
Hence:  
 

Component  Issued Qty  Current Cost  Total Cost  

A1007  4  GBP 83.34  
 

GBP 333.36 
 

A1110  
 

4  GBP 13.00  
 

GBP 52.00 
 

Total      GBP 385.36 
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 3. Receive the finished item through the 'Receipt from Production' window. 
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It is at this stage the 'Actual Product Cost' and the Total Variance fields are updated in the 'Production Order': 

 

 
 

The Actual Product Cost of GBP 520.70 is computed as the 'Actual Component Cost' plus any difference between the 'Planned' 
and 'Issued Quantity'. 

Hence:  

 Actual Component Cost + Quantity Difference 
= GBP 385.36 + GBP 135.34 
= GBP 520.70  
 

 
The Quantity Difference of GBP 135.34 is calculated as follows:  
 

Component  Planned  Issued  Difference  Current Cost Total Cost  

A1007  5  4  1  GBP 83.34  GBP 83.34 
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A1110  8  4    GBP 13.00  GBP 52.00 

Total          GBP 135.34 

 
  

The 'Total Variance' field is also populated by the sum of the variances that occurred during the production process; in this case 
it is GBP 135.34.  
 5. When the Production Order is closed, the system automatically creates a journal entry for the 'Total Variance' as follows:  
 

  

Note: The 'WIP - Variance' Account is taken from the 'WIP Inventory Variance Account' field in the Item Group, Warehouse or 

Item Level depending on the setting on the 'Set G/L Accounts By' field of the Parent item. 

 
  

 


