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Industry Overview

This chapter introduces you to the industry concepts associated with product
costing and manufacturing accounting. In addition, this chapter outlines several
issues inherent in product costing and manufacturing accounting, as well as J.D.
Edwards solutions through Idea to Action.

The industry overview consists of:
[ Industry environment and concepts

[] Idea to Action: The Competitive Advantage

Industry Environment and Concepts

Virtually every organization must address fundamental questions such as: Are we
operating at a profit or a loss? Are we as profitable as we could be? To answer
those questions, an organization must have a method for establishing the cost of
doing business. Companies should also have a method for tracking those costs
to their associated functions. This provides a means for gauging whether costs
are appropriate and a method for correcting costs that might be out of synch
with the organization’s plans.

Traditionally, organizations have been set up in separate and distinct functional
groups. Information is obtained from one area in the organization and forwarded
along a predetermined path without much coordination across other functional
areas. These areas could benefit from shared information to operate more
efficiently. Sharing information among departments such as design engineering,
manufacturing engineering, industrial engineering, production planning,
production control, and quality management provides valuable cross-functional
integration that might result in smoother processes and reduced product costs.

Modern organizations are redefining and refining how information is processed
within the enterprise’s structure. They are paying closer attention to making
information available across functional boundaries and coordinating information
to operate at an optimal level. Market competition has driven most businesses to
analyze how they manage operations and seek more efficient ways of setting up,
tracking, and changing processes. All of these activities ultimately affect the
bottom line. An organization cannot reduce the costs of doing business if it does
not know where and how the costs are generated.
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Product Costing and Manufacturing Accounting

Organizations are realizing that global competition and dynamic market changes
have changed the focus of many business practices. Most business activities must
be flexible. To ensure a potentially larger market share, organizations must
become aware of strategic areas so that they can focus on the “significant few”
tasks and shift focus away from the remaining “trivial many” areas. Total Quality
Management tools, which can pinpoint areas of concern and potential causes,
are becoming more common throughout many industries. Statistical process
controls, tracking methods, and causal analysis assist organizations in focusing
on areas that can make a difference in improving operations. These processes
can positively affect the organization’s customer service capability and the
organization’s financial bottom line.

From a financial standpoint, an organization seeking to improve its bottom line
must have access to detailed information for individual product costs. The
information must be broken down to various cost component levels to
understand how each activity affects costs and how to manage each activity
appropriately.

Each contributing area within an organization must be responsible for the total
costs of the activities that the area generates. For example, the initial cost of an
item might be a combination of the following costs, in addition to the actual item
cost:

e Supplier costs

e Production costs

e Warehouse costs

e ‘Transportation costs

e Carrying costs

As you perform various operations within a manufacturing company, other costs
are associated with that item. Each operation that you perform has associated
costs that you need to record and account for in the overall or updated cost of
the item.

Once costs are defined, you might use various tools to monitor how the costs
are distributed among the operating areas. Manufacturing accounting specifically
monitors costs generated during various manufacturing activities and provides
management with a tool to compare actual results to expected results.

One method used to create baseline costs for comparison purposes is the
standard product costing method. By specifying a standard cost for a product,
which can comprise various cost components, you determine a base cost. You
can compare this base cost to the actual cost of the product after you have
finished manufacturing it. The result of the comparison allows management to
gauge whether the tasks accomplished during production are within the scope
of what the product’s cost should have been. You can then begin to improve
how specific costs are derived. An organization is unable to resolve
discrepancies if it does not know what costs are involved and where they
originated.
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Industry Overview

Every area within the organization that affects the cost of the product must be
involved in determining and evaluating those costs. You must then determine
which costs add value to the item and which do not. You should then eliminate
those costs that do not add value to an item. Each area should be responsible for
the costs that are derived from that area’s activity. Reducing the cost of doing
business reflects directly on the bottom line of the organization. Enterprise-wide
techniques for waste reduction, such as just-in-time methodologies, can also
pertain to wastes that affect the cost of the product to the customer. The
organization’s goal is to reduce wastes within processes by reducing
non-value-added tasks. This typically results in reduced overall costs and can
ultimately reduce the product’s cost to the customer.

With the increased need to monitor costs, organizations need a mechanism for
tracking the expected costs of items as well as the actual costs that are incurred
at each activity. When expected and actual costs are known, you can compare
them to identify areas for improvement. You can then put processes into place
to ensure the lowest cost to the consumer, increase profitability, and maintain or
enhance it’s position in the marketplace.

Standard Costing Systems

Organizations that use standard costing systems can track specific cost flows
from purchasing or production to inventory. Typically, the expected costs of
labor, material, and overhead are based on history. This technique is different
from the techniques of activity-based costing, which use current costs as the
activity is accomplished, rather than predetermined standard costs. With standard
costing you can establish a systematic strategy to identify all cost components,
the individual costs that make up an item’s cost. Typically, the system calculates
material, labor, and overhead costs. Generally, an organization finds it necessary
to recognize extra costs that must also be calculated and controlled, such as
electricity or royalty costs. The total of all of these costs is the costing baseline.
These cost components are helpful in planning future strategic goals across the
entire enterprise.

After you complete production activities, you identify variances between the
predetermined standard costs and the values established throughout the
production process. Several phases of variance can be identified. For example, a
variance could represent discrepancies between the original frozen (expected)
standard values and the bill of material costs that might exist sometime after the
frozen record was established. This is known as an engineering variance. You
can also compare the bill of material to the parts list that is generated for a work
order. A cost variance between these two is known as a planned variance.
Another variance might be between the work order’s original parts list and the
final list of products issued to the work order. This is known as the actual
variance. These variance comparisons allow management to understand where
discrepancies occur in production, and identify areas that might require further
controls. Standard costing is ideal for repetitive or rate-based manufacturing
industries, as well as for discrete and process manufacturing. Once established,
the costs can be tracked throughout the life cycle of the product or product
family.
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Product Costing and Manufacturing Accounting

Actual Costing Systems

Organizations that choose to manage costing by tracking actual costs for
reporting purposes emphasize the need to monitor costs as they are incurred.
Actual costing uses predetermined cost components, but the costs are
accumulated at the time that they occur throughout the production process.
Variances between the estimated costs and the actual costs do not exist because
the actual cost is continually updated to become the most current or last
manufactured cost. Costing analysis can include material and labor costs as they
accumulate. For manufacturing environments such as make-to-order, or
assemble-to-order, this visibility is important because of the possibility that no
two deliverable items are identical. Because each product might vary from
products manufactured in the past, a standard cost based on production history
might be impossible to determine. Other factors that influence whether an
organization decides to use actual costing instead of standard costing include the
use of commodity items, whose costs might vary constantly, or dynamic
economic fluctuations.

An additional benefit to using actual costing is the ability to revalue inventory
based on actual costs, which are the most accurate. Changes to costs from labor
or additional cost components are reflected almost immediately. Inventory
activity is costed at the updated value for any additional inventory transactions
that you process.

Technology or electronics industries benefit most from this type of costing
because component variations affect total actual costs. Industries that deal with
commodities, for example, dairy products or precious metals, and are
characterized by widely fluctuating costs, might use an actual costing system to
provide the most current cost values. For these industries, the return on
investment is having immediate access to the costs as they are incurred.

External Need to Track Costs

External entities often require industries to monitor specific areas of operations.
These entities include regulatory agencies (such as agencies that influence
pharmaceutical industries) or customers who require more self-regulation and
monitoring of processes. Many organizations demonstrate their compliance by
participating in registration processes such as ISO registration. The premise of
ISO registration states that organizations have established business processes to
which they conform and have documentation to support those processes. Merely
participating in a registration program is not enough, however. An organization
must determine if its purpose for participating is generating additional
paperwork, or if process improvement is the goal. Defining product costs and
establishing methods for accounting for enterprise-wide activities are valid
justifications for implementing monitoring processes. Many organizations
implement self-improvement programs to uncover problem areas and to
eliminate sources of waste internal to the organization, even if no outside agency
or requirement exists. The ultimate goal is the need to stay informed and
maintain a sound, well-run organization that will continue to be a viable
contender as the future of that market evolves on a global scale.
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Industry Overview

Conclusion

Organizations that are interested in ensuring the health of their entire
organization have many specialized methods available. Methods include
establishing the criteria for organizational health, establishing and implementing
processes and procedures to create a healthy operating system, and establishing
criteria for evaluating progress. These methods assist the organization in
attaining the ultimate goal of maintaining or increasing share of its target market.

If the organization’s goals include operating at optimal cost levels, management
should ensure that costing analysis not only includes the cost of products
consumed during processing, but that costs reflect all of the various factors that
comprise the total cost profile. Analysis should include any activity that positively
or negatively affects costs that might eventually be passed along to the end user
or customer. The ability to break costs down and define extra costs enables an
enterprise to identify and evaluate activities that are valuable to the process and
to identify areas where improvements might result in the ability to stay in
business in the global community and to become a stronger market player.

Idea to Action: The Competitive Advantage

The following are typical issues in manufacturing accounting, the business
activator that solves each problem, and the return on investment.

Issue Solution

How do I know if my Product costing and various accounting functions
company is operating at | throughout OneWorld give complete costing and

a profit or a loss? accounting visibility at each level of the organization.

Costs are compiled in a single ledger record regardless of
where the cost record was generated.

OneWorld provides the ability to sort and report cost
information by summary or detail.

Return on investment: OneWorld provides continuous
visibility of product costs and accounting records
generated from associated functions throughout the
enterprise. This allows management to make
better-informed decisions.
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Issue Solution
Where are my costs Product costing by item: the item’s cost can be broken
derived? down to each specific element influencing cost.

Costs are compiled in a single ledger record regardless of
where the cost record was generated.

OneWorld provides the ability to sort and report
information by summary or detail information.

Return on investment: OneWorld provides improved
accuracy in cost visibility for better-informed management
decisions, which contributes to increased accuracy in
determining costs to customers.

Because of the number |Once you have structured your accounts, nonaccounting
of accounts and the personnel can access accounts throughout the system by
complexity of our using Automatic Accounting Instructions (AAls) and G/L
accounting structure, we | class codes.

need to automate
account processing for | Accurate accounting records of activity are available
manufacturing. How automatically without requiring nonaccounting personnel
can we do so? to generate new accounts.

Fewer opportunities exist for inaccurate accounting
records to be generated.

Return on investment: OneWorld provides improved
accuracy in cost visibility for better-informed management
decisions, which contributes to increased accuracy in
determining costs to customers.

Must I maintain You can design and maintain product costing and
accounting records to accounting structures within a single database to provide
various accounts based |accurate records throughout the life cycle of any item.
on customer?
Return on investment: OneWorld provides the ability to
view and adjust cost and accounting records to maintain
an accurate and complete cost history throughout a single
database. This ability contributes to decreased processing
leadtimes and decreased costs.
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Industry Overview

Issue

Solution

Our product pricing
structure for configured
items is very complex.
How can we give our
customers real-time
pricing when they place
an order?

This issue is of
particular interest to the
high-tech and
electronics industries.

Use the Advanced Pricing system in conjunction with the
Sales Configurator system to create accurate and timely
pricing at sales order entry. Because configurations are
determined at the time of order, electronics industry
companies are using advanced pricing to provide
customers with automatic price quotes at order time.

Return on investment: OneWorld provides improved
accuracy in cost visibility for better-informed management
decisions and decreased order-processing leadtime.

How can our company
record current labor
performance against
standard performance?

This issue is of
particular interest to
commodity shops.

OneWorld Xe (09/00)

The Manufacturing Accounting system provides records of
standard labor costs that can be compared to current
performance during or after a production process.

Return on investment: OneWorld provides accurate and
timely comparison records of standard versus current
performance, which contributes to more accurate
customer-related costs.
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Product Costing and Manufacturing Accounting
Overview

Maintaining accurate and complete records of the value of inventory is one of
the major concerns of most businesses today. Keeping too much of an
unprofitable stock, or using inappropriate methods of costing on certain
inventory items, can quickly deplete your profits.

The Product Costing system allows you to store and retrieve cost information. It
also helps you to manage your costs by providing information to your
company’s business plan. With accurate product costing, you can evaluate the
following manufacturing processes to determine the impact to your company’s
bottom line:

e Manufacturing budgets (direct labor, indirect labor, and overhead)
e Product design (design and manufacturing engineering)
e Accounting (gross margin by product line or item)
After you establish costs in the Product Costing system, the Manufacturing

Accounting system tracks the costs, reports on variances, and posts
manufacturing transactions to the general ledger.

System Integration

Product Costing and Manufacturing Accounting are two of the systems that are
included in the Enterprise Requirements Planning and Execution (ERPx) system.

ERPx is a closed-loop manufacturing system that formalizes company and
operations planning, and the implementation of those plans. Use the ERPx
system to coordinate your inventory and labor resources to deliver products
according to a managed schedule.
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Product Costing and Manufacturing Accounting

The following diagram shows the systems that make up ERPx and the sequence
in which they are implemented.

Enterprise Requirements Planning and Execution

ERPx

Strategic Business Plan

Product Data Management
(Systems 30 and 48)

Product Costing (System 30)

Configuration Management
(System 32)

L O

Inventory Management
(System 41)

Sales Order Management
(Systems 40 and 42)

Forecasting (System 36)

Distribution Requirements

T Planning (System 34)

Master Production
Scheduling (System 34)

Material Requirements
Planning (System 34)

Procurement
f (Systems 40 and 43)

]

Shop Floor Management
(System 31)

Manufacturing
Accounting (System 31)
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Resource
Requirements Planning
(System 33)

]

Rough Cut Capacity
Planning (System 33)

|
Capacity

Requirements Planning
(System 33)

*

]

Finite Scheduler
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Product Costing and Manufacturing Accounting Overview

Certain functions within the Product Costing and Manufacturing Accounting
systems overlap with other J.D. Edwards systems, such as:

e Product Data Management

e Shop Floor Management

e Equipment/Plant Maintenance

e Payroll

e General Accounting

You should have a basic understanding of these systems and their tables and
how they interact with Product Costing and Manufacturing Accounting.

Features

The Product Costing and Manufacturing Accounting systems provide flexibility to
accommodate your manufacturing environment. Some of the benefits and
features of these systems are:

User defined cost extras
or add-ons

User defined cost rollup
methods
User defined cost factors
and rates

Cost variances

Bill of material rollup

Cost simulation

Multi-facility costing

OneWorld Xe (09/00)

Define and maintain an unlimited number of cost
components for tracking specific costs, such as freight,
taxes, duty, and electricity.

Define an unlimited number of cost methods to use in
cost simulation analyses and actual costing.

Allocate cost factors and rates to a specific item. These
factors and rates are used with cost extras or add-ons to
calculate additional costs.

Print a complete set of reports to compare old costs with
new costs before implementing any changes.

Calculate the total material cost by retrieving the bill of
material for all items and adding the total cost of the
components.

Run a complete simulation of costs before any live data is
updated as the frozen standard.

Maintain cost information at the branch/plant level to
allow for cost variances at different locations for identical
manufactured items.
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Product Costing and Manufacturing Accounting

Variances Review four kinds of variances:

e Engineering

e Planned

e Actual (material and labor)

e Other
Journal entries for Create detailed or summary journal entries for work order
variances or rate schedule variances.

Journal entries for work Create detailed or summary journal entries for work in
order or rate schedule process or completions.
transactions

Automatic accounting Charge amounts to specified accounts.
instruction (AAI) tables

Reports Print reports listing detailed costs and variances for work
orders or rate schedules.

Product Costing and Standard Accounting Integration

Product costing plays a significant role in the manufacturing environment. For
standard costing, before you can implement your Manufacturing Accounting
system, you must set up costs for the products that you produce. To calculate
these costs, you must consider the following aspects in the manufacturing
environment:

e Cost reporting (what does the item really cost to produce?)
e Variance reporting (actual versus standard costs)

e Product and job costing (detailed information) for material labor, and
overhead

If you use standard cost (07) cost method after you calculate your cost
component values in a simulated mode and are satisfied with the results, you
must establish frozen standard cost components. All shop floor transactions use
these frozen standards for calculations, which, in turn, create transactions in your
general ledger and are the basis of your inventory valuation.

Standard costing is most applicable for a company with stable costs and little
cost variance from one manufacturing run to another. Companies with minimal
accounting staff often use standard cost accounting.
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Product Costing and Manufacturing Accounting Overview

Actual Accounting Integration

J.D. Edwards provides two methods to use to evaluate actual costs. These
methods are:

e Weight Average cost method (02)
e Actual, or Manufacturing Last, cost method ((09)

You can implement actual costing with the Manufacturing Accounting system
without using the Product Costing system.

Many companies who use the J.D. Edwards Shop Floor Management system
want to capture and record actual or average manufacturing costs. If you use
actual costing, the system calculates the cost of the product built on a work
order or rate schedule based on the actual hours used and the actual quantity of
issued parts. The system updates the cost based on the most current information.

Actual costing is a function of the Manufacturing Accounting system and not the
Product Costing system. If you use actual costing, you do not need to set up
product costs for each item that you manufacture because product costs will be
calculated when the work or rate order completions are run. A company can
choose to use a combination of actual costed items and standard costed items. A
company using one of the actual costing methods will want to set up its extra, or
overhead, costs as it would for standard accounting.

When you complete work orders for items that use the average (02) or actual,
manufacturing last, (09) cost methods, the system:

e Calculates a new cost unit for the item based on shop floor activities

e Revalues on hand inventory for items using cost method 09

e (Calculates and updates the weighted average cost

e Updates the Cost Ledger table with the new unit cost
Average costing is often useful for companies whose costs change often but not
significantly. Actual costing is useful for companies that:

e Engineer or manufacture to order

e C(Create quotations

e Have costs that change often and significantly
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Achieving Effective Cost Management

Most of the major areas or departments within your manufacturing company
contribute information to your product costing activities and, therefore, affect the
overall accuracy of your manufacturing budget.

The following table lists examples of departments within a typical company and
the aspects of the Product Costing and Manufacturing Accounting systems that
are affected by that department.

Design Engineering The design engineering group is responsible for ensuring
that:

e The bill of material is complete

e The make-buy information is accurate

e The engineering change orders (ECOs) have been
taken into account

Sales The sales force contributes important information
regarding target markets, as well as the latest trends in
manufacturing. For effective cost management, the sales
force must provide timely and reasonable forecasts.

Manufacturing The manufacturing engineering group is responsible for
Engineering identifying:

e Correct processes

e Changes to existing processes

e Manufacturing overhead

e Accurate information about work centers
Purchasing The purchasing department must provide:

e  Accurate supplier costs
e Accurate transportation costs

Manufacturing Manufacturing operations provide vital information to the
costing effort. For example, they must:

e Input their data in a timely and accurate manner
e Identify any discrepancies in the bills of material and
routings

Cost Accounting The cost accounting staff must:

e Ensure that all items have costs

e Identify general and administrative overhead

e Produce timely variance reports (standard costs versus
current costs)
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Product Costing and Manufacturing Accounting Overview

Several other issues should be considered as you define and manage your
manufacturing costs, including:

e When (and how often) you change costs
e How you limit access

e When the cost of a new item is reflected

e How you account for labor rates and work center overhead
You might also encounter these typical circumstances as you define costs:

e Not all costs are available before your initial cost rollup.
e You have used incorrect units of measure.

e Your company inaccurately reports labor hours and costs.
e New products are not updated in a timely manner.

e Standards are updated too frequently.

e Items have been added to or deleted from the bill of material since the last
cost update.

e Steps in the routing master have been changed since the last cost update.

Considerations between Standard and Actual Costing

A company should decide to use either standard or actual costing depending on
its needs and requirements. You must weigh many considerations when making
the decision to use standard or actual costing and accounting. To assist in the
decision making, the following list identifies considerations relevant to the J.D.
Edwards Product Costing and Manufacturing Accounting in OneWorld Xe:

Integration with other The OneWorld Xe version of the Sales Order Management
systems and Configurator applications are not fully adapted to
actual costomg methods (02 or 09).

The manufacturing variance program (P31804) can only
accommodate one sales order document type.

Manufacturing For actual costing methods (02 or 09), J.D. Edwards
considerations recommends:

e Using only single level bills of material, if you use
bills of material
Using discrete manufacturing
Using engineer to order or make to order practices
and oversee the entry of all information on the work
orders

e Completing a work order to only one lot and location
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Tables
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Inventory transfer

considerations

Costing considerations

When using actual costing methods (02 or 09) you should:

e Be aware that transferring inventory for any purposes
other than the cost of goods sold (COGS) might result
in unreliable information in the variance accounting.

e Manually set the actual cost for the primary location to
equal the standard cost to allow for transient stock,.

e Understand that processing for physical inventory
might be more time consuming than with other cost
methods.

You should maintain inventory cost level at the item,
branch, and location levels (Inventory Cost Level 3) for
best results if using actual cost method (02 or 09).

The following is a list of the tables that are used throughout Product Costing and
Manufacturing Accounting.

Account Balances
(F0902)

Account Ledger
(F0911)

Account Master
(F0901)

Address Book
(F0101)

Automatic
Accounting
Instruction (AAI)
Values

(F4095)

Batch Control
(FOO11)

Contains net postings for each period and prior year balances
(net and cumulative). This table contains one record per
account, ledger type, subledger, fiscal year, and transaction
currency table.

Contains detailed transactions in the general ledger.

Contains account definitions, including numbers and
descriptions.

Contains information about customers, suppliers, employees,
and prospects.

Contains account numbers that are used to create journal
entries and charge amounts to those accounts.

Contains system-generated batch header information,
including the batch number, batch status, and batch entry date.
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Product Costing and Manufacturing Accounting Overview

Bill of Material
Master
(F3002)

Branch/Plant Master
(F4102)

Business Unit Master
(F0006)

Cost Components
(F30026)

Cost Ledger
(F4105)

Equipment Billing
Rate (F1301)

Generic
Message/Rates
(F00191)

Item Ledger

(F4111)

Item Location
(F41021)

Item Master
(F4101)

Manufacturing
Constants
(F3009)

Manufacturing Data
(F41027)

Parts List
(F3111)

OneWorld Xe (09/00)

Contains information at the business unit level about bills of
material, such as quantities of components. The system uses
this information to calculate material costs.

Defines and maintains warehouse or plant-level information,
such as branch-level category codes.

Identifies information about business units, such as company
names and category codes assigned to the business unit.

Contains standard costs and extra costs.

Contains the summarized item costs and inventory valuation
method.

Contains the information based on the equipment billing
selection chosen in the Manufacturing Constants setup.

Contains rate and factor tables, as follows:

e 30/CF Costing Factors
30/CR Costing Rates
e 31/ER Employee Rates

Contains transactions that indicate changes in inventory value.

Determines the G/L class code used in manufacturing
accounting transactions.

Stores basic information about each defined inventory item,
such as item numbers, descriptions, category codes, and units
of measure.

Stores variables that indicate, for example, whether to include
efficiency in the cost rollup, which overhead values to use,
and what source to use for labor rates.

Stores the accounting cost quantity, which the system uses to
determine the allocation of fixed setup costs for an item.

Contains the parts list that is attached to a work order or rate
schedule. It contains one record for each part. The system
creates this table interactively or when you run the Process
Work Orders program.
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Tag file to Parts List
(F3111T)

Production Cost
(F3102)

Purchase Order
Details (F4311)

Routing Master
(F3003)

Sales Flex
Accounting (F4096)

User Defined Codes
(F0005)

Work Center Master
(F300006)

Work Center Rates
(F30008)

Work Order Master
(F4801)

Tag file to Work
Order Master
(F4801T)

Work Order Routing
(F3112)

Tag file to Work
Order Routing
(F3112T)

Stores the accumulated costs, accumulated scrap amount, and
unaccounted scrap quantity for components.

Contains all costs associated with a particular work order.

Contains transactions related to a purchase order.

Stores routing information, including operation sequence,
work center, run time, setup time, and machine time. The
system uses this information to calculate labor, machine, and
overhead costs.

Determines the information to use for cost objects.

Contains user defined codes and their descriptions.

Contains detailed data about all defined work centers,
including efficiency.

Contains simulated and frozen rates for each work center, such
as rates for overhead and labor.

Contains all work order header information. The data from this
table appears on shop floor paperwork. The system updates
this table when completion transactions occur against a work
order.

Stores the cost method for the work order. Additionally, it
includes the unaccounted amount and quantity for scrap units
and the unaccounted work order completions.

Contains the routing steps that are attached to a work order or
rate schedule. It contains one record for each operation
sequence number and work center. The system creates this
table interactively or when you run the Process Work Orders
program.

Stores the unaccounted quantity and amounts for outside
operations.
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Work Order Time Contains labor and machine time transactions by work order.
Transaction
(F31122)

Menu Overview

OneWorld provides access through a menu hierarchy. The hierarchy is organized
by system and frequency of use.

Product Costing

Access Product Costing functions from the Product Data Management menus.

Product Data Management (G30)

Daily Processing (G3010)

—~ e Product Costing (G3014)

Periodic Processing (G3020)
¢ Product Costing Reports (G3023)

Product Data Management Setup (G3041)
e Product Costing Setup (G3042)

Fast Path Commands

The following table provides the fast path commands that you can use to move
among the Product Costing menus:

Command Menu Title
COST G3014 Product Costing
DPC G3014 Product Costing
PPC G3023 Product Costing Reports
COSTS G3042 Product Costing Setup
SPC G3042 Product Costing Setup
OneWorld Xe (09/00) 1-21
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Manufacturing Accounting

Access Manufacturing Accounting functions from the Shop Floor Management
menus.

Shop Floor Management (G31)
¢ | Daily Processing (G3110)

|~ «Manufacturing Accounting (G3116)

4

[
Periodic Processing (G3120)
* Manufacturing Accounting Reports (G3123)

Shop Floor Management Setup (G3141)

Fast Path Commands

The following table provides the fast path commands that you can use to move
among the Manufacturing Accounting menus:

Command Menu Title

DMA G3116 Manufacturing Accounting

MA G3116 Manufacturing Accounting

PMA G3123 Manufacturing Accounting
Reports

SSEC G3141 Shop Floor Management Setup
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Product Costing and Manufacturing Accounting Setup

Before you can use your Product Costing and Manufacturing Accounting
systems, you need to define certain information that the system uses during
processing. The settings might vary depending on whether you are using
standard or actual accounting for an item.

Setting up up the Product Costing and Manufacturing systems, consists of the
following tasks:

[l Understanding user defined codes

[] Setting up costing information

[ Setting up simulated rates for work centers
[] Setting up general ledger class codes

[ Reviewing manufacturing AAIs

OneWorld Xe (09/00)
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Understanding User Defined Codes

Many fields throughout the Product Costing and Manufacturing Accounting
systems require user defined codes. You can customize fields in your system by
setting up user defined codes to meet the needs of your organization. User
defined codes allow you to establish and maintain a table that defines valid
codes for various types of information. Codes are categorized by system and

code type.

The Product Costing and Manufacturing Accounting systems uses the following

user defined codes:

Cost Components
(30/CA)

OneWorld Xe (09/00)

Use cost components to identify and track each element
or type of cost for an item. Cost components that begin
with A, B, and C are hard-coded by J.D. Edwards and
cannot be changed. J.D. Edwards recommends that you
use cost component D for outside operations.

You can define an unlimited number of additional cost
components to account for extra costs for an item, such as
electricity or research and development. J.D. edwards
recommends that you define extra costs with an “X” for
easy identification. You can assign separate cost
components by categories that are applicable to your
business. The user defined codes for extra cost
components can begin with any letter except A, B, or C.
Although it might appear that you can set up extra cost
components that begin with these letters, the Simulate
Cost Rollup program actually deletes these cost
components.

When you set up cost components, complete a separate
line for all of the possible cost components that can be
used in the cost rollup for an item. Complete the fields
with the following information:

Codes - The code for the cost component.
Description 1 - What the component represents.
Description 2 - Additional text that further clarifies
Description 1 or the cost component.

e Special Handling — For outside operations, type 1 as
the first character.

2-3

To access English documentation updates, see

https://knowledge.jdedwards.com/JDEContent/documentationcbt/overview/about_documentation_updates.pdf



Product Costing and Manufacturing Accounting

Cost Buckets (30/CB)

Costed Operation
Buckets (30/CO)

Use cost buckets to group similar cost components for
inquiry and reporting purposes.

When you set up cost buckets, complete the fields with
the following information:

Codes - Identify the cost components to be grouped
Description 1 - The name that you want to appear as
the heading for the cost bucket column on costed bill
inquiries and reports. You only need to enter this title
once for each sequence number. If the program finds
more than one name for a bucket, it uses the name
defined for the last cost component that it
accumulates into the operation bucket.

e Description 2 - Specify in which column (bucket) each
cost component is grouped.

See Example: Setting Up Cost Bucket Codes for Costed
Bills of Material.

Use operation bucket codes to combine component costs
in each step in the routing. That is, you can group
operation costs into totals that appear on costed routing
inquiries and reports. For example, you might track labor
costs by separate cost components that represent setup,
run, and overhead labor for an item. You could combine
these cost components into one total cost for labor on the
costed routing inquiry or report for the item by assigning
the same sequence number to each cost component.

When you set up operation bucket codes, complete the
fields with the following information:

Codes - Identify the cost components to be grouped.
Description 1 - The name that you want to appear as
the heading for the operation bucket column on
costed routing inquiries and reports. You only need to
enter this title once for each sequence number. If the
program finds more than one name for a bucket, it
uses the name defined for the last cost component
that it accumulates into the operation bucket.

e Description 2 - Specify in which column (bucket) each
cost component is grouped. You should reserve
buckets 1 and 2 for extra costs (Usually cost
components UDC 30/CA) because the system does
not calculate cost buckets 1 and 2 based on the
routing, and extra costs are not related to a particular
operation on the routing. Buckets 1 and 2 appear in
the header area of Costed Routing Inquiry and a
processing option controls whether they are included
in the calculation of total costs.
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Exception Error
Messages (30/EM)

Average Cost Calculation
(40/AV)

Cost Methods (40/CM)

Contains the error messages that appear on the Costing
Exceptions report when any item contains any of the
errors included in this table. You can change the severity
level of an error to one that is appropriate for your
company. The severity level is defined in Description 2.

The error messages are hard-coded. You cannot add or
delete messages. If you change the name of an existing
message, you should not change its meaning but merely
adapt the definition to one that is more understood by
your company.

If you want your Weighted Average cost method (02) to
be updated automatically by the system, you must set up
each of the program numbers that you want updated in
this UDC list.

Contains the cost methods used to calculate costs for all
items. Codes 01 through 09 and IC are hard-coded and
cannot be altered. Codes 10 through 19 are reserved for
use by J. D. Edwards. Codes 02, 07, and 09 are the only
cost methods supported by manufacturing.

Example: Setting Up Cost Bucket Codes for Costed Bills of Material

You can group similar cost components for inquiry and reporting purposes. For
example, you can define Al and A2 cost components as Purchasing. You do this
by assigning them the same sequence number in the Description 2 field. The
sequence number also determines in which order the groups are displayed on
costed bill inquiries and reports. You can then use the costed bill inquiries and
reports to review the total costs for the group Purchase.

Each cost bucket can contain several defined cost components. For example,
you might define the buckets and user defined codes as follows:

Bucket 1

Bucket 2

OneWorld Xe (09/00)

Purchase

Includes cost components Al (material), A2 (scrap), and
D1 (outside operations)

Labor

Includes cost components B1 (direct labor), B2 (setup),
and B4 (labor efficiency)
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Bucket 3 Machine

Includes cost component B3 (machine run)

Bucket 4 Overhead

Includes cost components C1 (machine variable) and C2
(machine fixed)

Bucket 5 Extras

Includes cost components X1 (taxes) and X2 (electricity)

See Also

[ Customizing User Defined Codes in the OneWorld Foundation Guide for
information about how to set up user defined code lists

[ Setting Up Standard Rate and Factor Codes and Assigning Values to User
Defined Cost Components for information about setting up and maintaining
rates and factors for extra costs

2-6 OneWorld Xe (09/00)
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Setting Up Costing Information

You can customize the Product Costing and Manufacturing Accounting systems
to meet your specific manufacturing environment needs. The system uses the
values that you define to determine the costs of the items you manufacture.
Setting up costing information consists of the following:

[] Setting up accounting cost quantities for standard costs
Setting up item cost levels
Setting up methods and costs for items

Setting up manufacturing constants

Setting up standard rate and factor codes

I T T N A I

Assigning values to user defined cost components

Note: If you use either o f the actual cost methods, you do not complete the
task for setting up accounting cost quantities.

Setting Up Accounting Cost Quantities for Standard Costs

The system uses accounting cost quantities to determine the allocation of fixed
costs for an item. Accounting cost quantities represent the average quantity of a
work order or rate schedule for this item. During cost rollup, the system divides
the fixed costs by the accounting cost quantity that you specify to determine a
unit fixed cost.

Note: If you use either of the actual cost methods (02 or 09) for an item, you do
not need to complete this task.

P 1o set up accounting cost quantities for standard costs

From the Item Revisions menu (G4112), choose Item Branch/Plant
Manufacturing Data.
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@ Item Branch/Plant Manufacturing D ata - [Work With Item Branch] [_ O]
C,l File Edit Preferences Bow MWindow Help =12l

v Bof B @ x I g # W
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|
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20i220 Touring Bike, Red
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30i220 Touring Bike, Red
40:230 Touring Bike, Red
T0i220 Touring Bike, Red
D30i220 Touring Bike, Red
M30izz0 Touring Bike, Red

7Y

#

1. On Work With Item Branch, complete the following field and click Find:

e Item Number

2. Choose a record and then choose Additional System Information from the

Row menu.

3 Item Branch/Plant Manufacturing D ata - [Additional System Info] |- [O] x|
C\I File Edit Preferences Fom ‘Window Help _|ﬁl il

v xR JL. .

inks
o o Bime O w ECO .. 4mPrevio. mpied [S)0LE .. [@]Internet
BranchiPlant | W30 ]
Itern Nurnber IQQU Touring Bike, Red

_ Grade and Potency :l Customer Semvice :l)epuUPmduct Info |

Order Palicy Code |1_ Lotfor Lot, As Rer || Accounting Cost Oty |1 0

Walue Order Policy l— |lssue Type Code ||_ Manual Issue
Flanning Code 1_ Planned by MPS || Time Basis U_ Unit Rate
Planning Fence Rule G_ Greater of Festor || ke Revision Level AA_
Flanning Fence 20 Shrink Factor
Freezs Fence 10 Shrink Factor Mathod IE
Message Display Fence 209
Setup Labor Leadtime Level 7
Gueue Hours — Leadtime Manufacturing
Leadtirne Curnulative 7
ECO Number l— Leadtime Per Unit 1.02
ECOReason [ Finrdiatiable | partfime— [e

I
a
1
o

3. On Additional System Info, review the following field:

e Accounting Cost Qty

To access English documentation updates, see
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Field Explanation

Accounting Cost Qty An amount that the system uses in the Cost Rollup
program to determine the allocation of setup costs. The
system totals the setup costs and divides the sum by this
quantity to determine a unit setup cost. The default is 1.

Setting Up Item Cost Levels

The cost level that you assign to an item indicates the level at which the system
maintains costs. You determine whether the system maintains one overall cost
for an item (cost level 1) or a different cost for the item in each branch/plant
(cost level 2). The system can also maintain a different cost for each location and
lot within a branch/plant (cost level 3).

The following applies to using cost level 3:

e Configured items must be cost level 3.

e If you use actual costing, J.D. Edwards recommends that you use cost
level 3.

e In the standard costing system, costs at cost level 3 are informational only.
After you have entered cost information, do not change an item’s cost level on

this form. To change an item’s cost level, use the Item Cost Level Conversion
program.

See Also

e Changing Item Cost Levels for information about how to change the cost
level once it has been assigned

P 710 set up an item cost level

From the Inventory Master/Transactions menu (G4111), choose Item Master.
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1. On Work With Item Master Browse, complete the following field in the
Query by Example row and click Find:

e 2nd Item Number

2. Choose the record and click Select.

3. On Item Master Revisions, complete or review the following field:

¢ Inventory Cost Level

2-10 OneWorld Xe (09/00)
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