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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
Bill of Materials
Product Mo, 5# Production W Duantity 1 wWarehouze S 01 -
Product Description
EOM Type Production > Price List Price Lizt 03 .
Diistr, Rule il
# Thern Mo, Itern Description Quantity oM Warehouze  Issue Method  Price List Unit Price Takal
1 o 41007 Carmponsent 1 [ = 01 Maral * Price List 02 * GEP 100,00 5EF 500,00
2 = A1110 Component £ g = 01 Maral aBP 15.00 aEP 120,00
3 | 5]
GEP E20.00
DI ; |[«[x]
-
Product Price GEP 620,00
I QE i | Zarcel |

1. Create a Production Order.
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Production Order |

Type Special Mer, Prirnary
Skatus Fielaazed s Order Data
IF‘ru:u:luct Mo, 5 Production I e Drate
Product Description L=zer
Planned uarntiby 1 Lk Crigin
i arehouse =} Salaz Crdar
Cuskorner

Cormponents h Surnrmary !

Distribution Rule

1
15.09.08
15.09.08
rnanager
Manual

3/9/2009

# | Itemn Mo, Itern Description Base ... Planned.. | Issued  Awail., Lok Wareho.,  Issue Method
1 = 81007 Component 1 5 5 995 = 01 Mlarial ¥ [a]
2 = 81110 Component 2 g g 2 = 01 flarial ¥ =]
3 H
[4]
L =l
Femarks j
i Lo 4 ” Cancel i

2. Issue only some of the components to production:

A1007 - 4 Units

A1110 - 4 Units
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Issue for Production y

Murnber 2 Series Prirnary Posting Crate 15.09.08
Ref, 2 |

#  Order Mo, Series Mo, Foowe o | Ikern Mo, Itern Crescription Cuantity | virhse
1 =1 Prirnary 0 o A1007 Carnponent 1 4l 01 (]
2 =1 Prirnary 1 o A1110 Carnponent 2 4= 01

[0l [aln)
Fernarks
Journal Rermark: = Issue for Production

I oK I | (Ear_u:el

Froduction Crder

Diisassembly Crder

At this stage, the 'Actual Component Cost' field is updated in the 'Production Order":

3/9/2009
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Production Order
Type Special (=5 Primary 1
Skatus Relaased > Order Data 15.09.08
Praduct Mo, = Production Ciue Dhate 15.09.08
Product Description L=zer rmanager gk
Planned Cuarntity 1 Lokl Origin Manual
farehouse =01 Salez Ordar
Custornet
Distribution Fule i
Components Surmmary |
Cosks uantities
I Actual Component Cost o GEP 385,36 I Plamimed Sruantity 1
Actual Additional Cost Completed Cruantity
Actual Product Cost Rejacted Quantiby
Total Yariance GBP -335.36
Wariance Per Product Dates
Wariance % Dae Crate 15.09.08
Actual Closing Crate
Jourral Rernark Production Order - Production Oyerdue
Fernarks j
I Ok “ Cancel
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
Vision33, Inc. © 2007 Confidential Page 4 of 7



TIPS AND TRICKS 3/9/2009

Inventory Posting List by Items

Posting Crate Cocument Whse Ihem Mo, Itern Crascription Qb Inventory Lok Price after Disc.
&1007 Campaonent 1 [«]
15.09.0: (=t =) IEP A1007 Carponent 1 -4 GEP 83,34 F|
Al110 Component £

15.09,0:5 o S0 2 =) ':3?' A1110 Carnponent 2 -4 GEP 1300

[1[¥]]

€ =

3. Receive the finished item through the 'Receipt from Production' window.

Receipt from Production

MHurmber 2 Serijes Prirnary Posting Crate 15.09,08
Ref. 2 |

#  Order Mo, Series Mo, Itern Mo, Itern Crescription Type Quantity | L.,
1 =1 Prirnary ¢ Production Complete 1 H

[ W]
Rernarks
Journal Rernark = Receipt from Production

oK I | Cancel Praduction Crder | | Feturn Companents
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It is at this stage the 'Actual Product Cost' and the Total Variance fields are updated in the 'Production Order':

Production Order

Type Special Ma, Prirnary 1
Skabus Closed Order Date 1£.09.08
Product Ha, = Production Due Drate 15,0908
Product Description User rmanager
Planned Cuantity 1 Lok Cirigin Manal
i arehouse (=} Sales Crdar
Custorner
Diistribution Rule
Components | Surnrnary

Costs Cuantities

&ctual Component Cost T GBP 385,36 Planried Cuanitity 1

actual Sdditional Cost Zompleted Quantity 1

Actual Praduct Cost D GEP 520,70 Rejected Guantity

Total Wariance GEP 135,34

Variamcs Per Product GBP 135,24 Cates

Wariance % 25.99 e Crate 15.09,08

Actual Closing Drate 15.09.02

Jaurnal Remark, ¢ Production ©rder - Production Crrerdus

Rernarks j
K || Zanicel

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:

Production Order

Type Special Mo, Prirnary 1
Skatus Relaased - Ordar Duata 15.09.03
Praduct Mo, = Production Dus Crate 15.09.08
Product Description Uzer rmanager v
Planned Cuantity i (Bl Crigin Maral
i arehouse =} Sales Ordar
Cuskorner
| Dristribution Rule x
Components ' Summmary

Costs Cruantities

Actual Component Cost o GEP 385,36 Planned Siuantity 1

Actual Additional Cost Completed Guantity 1

Actual Praduct Cost S GEP 520,70 Rejected Quantity
| Total Wariance SER 135,34 |

Wariance Par Product aBP 135,24 Dates

Wariance 9% 25,99 e Crake 15.09.08

Actual Clasing Date

Journal Rernark Production Order - Production Crverdue

Femarks j
Ok || Zancel

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 Parentitem.
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