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Inventory costing overview

Why inventory accounting?

Il

Allocate item cost to the period in which the item is sold

Inventory Equation




Inventory costing overview




Costing methods




Cost flow assumption
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FIFO

Costing Methods
First In, First Out (FIFO)

Cost Amount

Posting Date (Actual) Entry No.
112000 (0 10 1
11200 W 20 2
2000 ) 30 3
1272000 (1 -10 4
132000 W 20 5
1472000 ) 30 6




LIFO

Cost Amount

Posting Date vt Entry No.
112000 [0 10 1
1200 W 20 >
112000 ) 30 3
1/2/2000 B 30 4
13200 W 20 5
17472000 I 10 6




Average

Cost Amount

Posting Date (Retaah Entry No.
1112000 [0 10 1
1200 W 20 2
1112000 ) 30 3
1272000 [ 20 4
13200 W 20 5
/42000 ) 0 6




Specific (fixed application)

Pl s M el e
1/1/2010 10 1

1/1/2010 20 2

1/1/2010 30 3

1/2/2010 -20 4 2
1/3/2010 j -10 5 1
17472010 ) -30 6 3




Application algorithm

Is there a fixed application?

i 9

Are there Item Tracking Lines?

4

What is the costing method?
¢ . L

Item Application Entry




Setup

 Warehouse ->Setup->Inventory Setup

&= Inventory Setup o |[= ] &=

General | Location I Dimensians | Mumbering

Automatic Cost Posting .
Expected Cost Posting. ..

Automatic Cost Adjust... |Always

Average Cost Calc, Type | Item

¥ ®

Average CostPeriod . . |Day

Copy Comments Order. .
Copy Comments Order. ..
Outbound Whse. Han...
Inbound Whse, Handli...




ltem application entry

* Create new Iltem (e.g.l_FIFO1)- FIFO, zero all costs, Unit Price =60,
Gen.Prod.Posting Group=Retail, VAT 25, Inventory Posting Group=Resale,...

Purchase by use of item journal 3 times (Warehouse, Inventory, Item

Journals, Entry Type =Purchase ) : 1*10, 1*20, 1*30 and 1*40 (4 lines)-use
F8 to copy lines please !l!!

-
DEFAULT Default Journal - ter Journal
Batch Mame. . . . . .. DEFALLT
Lnit of
Posting Document Location Measure
Date Entry Type Ma. Item MNo. Description Code Quantity Code Unit Amount Amount
10.12.14 Purchase TOOOOS5 I_FIFO1 Item FIFO 1 BLUE 1 PCS 10,00 10,00
10.12.14 Purchase TOOOOS5 I_FIFO1 Item FIFO1 BLUE 1 PCS 20,00 20,00
10.12.14 Purchase TOOOOS5 I_FIFO1 Item FIFO1 BLUE 1 PCS 30,00 30,00
#p | 10.12.14 Purchase TOOOOS IFIFO1  Item FIFO1 BLUE 1 pCs 40,00 ERNGI

Fil

:I The journal lines were successfully posted.




ltem card

L FIFO1 ltem FIFOL - ltem Card (= |[=][=]

General | Invoicng | Replenishment | Planning I Foreign Trade | Item Tracking | E-Commerce | Warehouse |

NOwe v o e e e pd search Description . . . |[TEM FIFO1

Description . . . . . 4 . Item FIFO1 Inventory, . . . . . . [ 4|
Base Unit of Measure . . PCS Qty. on Purch, Order . . I ol
Bill of Materials . . . . . Qty. on Prod. Order. . . 0

[_FIFO1 Item FIFOL - Itermn Card

General " Invoidng IR.eplenishment | Flanning | Fore

Costing Method . . . . . FIFQ =]
Costis Adjusted. . . . .
Costis Posted to G/L . .

Standard Cost . . . . . 219,50+ |

UnitCost. . . . ... | 25,00 [#]| |ﬁ 10+20+30+40=100
Overhead Rate . . . . . 0,00/ 100/4:2 5

Indirect Cost %. . . . . ]

Last Direct Cost. . . . || 40,00

Price/Profit Calculation, | |Profit=Price-... E]'

Profit® . ... .. .. | 58,33333|

[ 000 See next slide




Average Cost

Calcultaion

[FIFO1 Ttem FIFOL1

Average Cost Cale, Overview

Valuation
Expand Document Type Type Date Item Mo,
» = Closing Entry 10.12.14 [_FIFO1
Increase 10,12,14 [_FIFO1
Increase 10,12,14 [_FIFO1
Increase 10,12,14 [_FIFO1
Increase 10,12,14 [_FIFO1
Financial Management
[1 General Ledger
-1 Cash Management A of HA200
-1 Receivables EN  EBmss ... ...
-3 Payables Hem Mo Desaription i‘br :::ffu Guanisly
- Fixed Assets
25 Inventory
{3 Costing imveniary Fosting Group: RESALE
{3 Analysis & Reporting FFEO v FEC Mo PGS o

=7 Reports
= Inventory Valuation 9

i+ Inventory Valuation - WIP

Imvandory Posting Group Todsl: RESALE

Toisl

Unit Cost

Cost is Adjusted

25,00
10,00
20,00
30,00
40,00

100,00
pleale ]

ol

v

== C
Cost Amount
Entry Type Quantity (Expected) I
4 0,00
Purchase 1 0,00
Purchase 1 0,00
Purchase 1 0,00
Purchase 1 0,00
Ay oo 314248
ves  Guamiy Ve DostPosidio
4 100,00 100,00
8- -] 16,00 100,00
[ ] a0 00 110,00

10+20+30+40=100
100/4=25



Sale with Item Journal and Fixed
Application

DEFAULT Default Journal - tem lournal

ol E
Batch Mame. . . . . . . DEFALLT
Lnit of
Posting Document Location Measure Applies-to
Date Entry Type Mo Item Mo. Description Code Quantity Code Unit Amount Amount Unit Cost | Entry
*p 10,12, 14 Sale TOO00E [ FIFO1 Item FIFO1 BLUE 1 PCS 20,00 20,00 25,00 ﬂ
Fixed appliction
/| il 1
Ttern L_FIFOL Itern FIFO1 - Itern Ledger Entries (=] E
Applied
Enfry to  Posting Document Location Invoiced Remaining Sales Amount Cost Amount
Adjust  Date Entry Type Document Type Mo, Item Mo, Lot Mo, Code Quantity Quantity Quantity (Actual) Entrf Mo.  (Actual) Open
3 10.12,14 Purchase TO000S I FIFO1 BLUE 1 1 1 0,00 430 10,00 v
10.12.14 Purchase TOO00S I_FIFO1 BLUE 1 1 1 0,00 451 I 20,00 v
10.12.14 Purchase TOO00S I_FIFO1 BLUE i 1 1 0,00 432 30,00 v
10.12.14 Purchase TOOOOS  1_FIFO1 Fil BLUE 1 1 1 0,00 483 40,00 v

| The journal lines were successfully posted.



ltem Card

1 FIFO1 Item FIFO1 - ltem Card (= [@][=]
General | Invoicing | Replenishment I Planning | Foreign Trade I Item Tracking | E-Commerce I Warehouse |
MO v v e e e e e [ FIFO &) £ Search Description . . . |ITEM FIFO1 |
Description . . . . . . |I1:em FIFO1 | Inventory. . . . . . . ' 3l
Base Unit of Measure . . |P'CS | Qty. on Purch. Order . . ' 0
Rill ~F Matarizle Oty. on Prod. Order. . . a

I_FIFCA Itemn FIFOL - Itemm Card

| General ||Invoidng | Replenishment I Planning |

Costing Method . . . . . =]
Costis Adjusted. . . . .
Costis Posted to G/L . .

Standard Cost . . . . . | 219,50(+ )| 10+30+40=80
UnitCost. . .. . ... [ 26,66667 (1) | m—

Overhead Rate . . . . . | 0,00/ 80/3=26,66667
Indirect Cost %. . . . . | o/

Last Direct Cost. . . . . | 40,00/

Price /Profit Calculation. . |Prnﬁt=F‘rice—... E]|
Profit® . .. ..... | 55,55555

UnitPrice. . . . . ... | 60,00/

See next slide




Average Cost Calcultaion

[ FIFO1 Item FIFO1 - Average Cost Calc. Overview

Expand Document Type Type
» = Closing Entry
Increase
Increase
Increase
Increase
Applied Decrease

Valuation
Date Item Mo.

10.12.14 I_FIFO1
10.12.14 I_FIFO1
10.12.14 I_FIFO1
10.12.14 I_FIFO1
10.12.14 I_FIFO1
10,1214 I_FIFO1

10+30+40=80
80/3=26,66667

20,00
30,00
40,00
20,00

Cost is Adjusted  Enfry Type
v

Purchase
Purchase
Purchase
Purchase
Sale

Quantity

o e e



Standard

Cost Amount

Posting Date (AcTaaD Entry No.
1112000 [0 15 1
12000 W 15 >
1112000 ) s 3
1222000 [ 15 4
13200 W 45 5
1742000 ) g5 6




Fixed application

gl e s
1/1/2010 10 1

1/1/2010 20 2

1/1/2010 30 3

1/2/2010 -20 4 2
1/3/2010 -10 5 1
1/4/2010 -30 6 g




Average cost calculation

Average Cost Period Average Cost Calculation Type
e o
* Day * For each item
* Week « For each item,
* Month location, and
* Accounting period | variant
Valuation Date 4

ST RN,

Average Cost

Stock keeping unit




Average cost calculation

(== Inventory Setup EN N ES

General |Lacatian | Dirmensions | Mumbering

Automatic Cost Posting . |:|
Expected Cost Posting... [

Automatic Cost Adjust... |Mewer

Average Cost Calc. Type | Item

W @

Average CostPeriod . . |Day

Copy Comments Order.. .
Copy Comments Order...
Outbound Whse. Han. ..
Inbound Whse, Handii...




ltem application entry-average

* Create new Iltem (e.g.|_AVRG1)- Costing Method=Average, zero all costs,

Unit Price =60, Gen.Prod.Posting Group=Retail, VAT 25, Inventory Posting
Group=Resale,...

* Purchase by use of item journal 3 times (Warehouse, Inventory, Item
Journals, Entry Type =Purchase ) : 1*10, 1*20, 1*30 and 1*40 (4 lines)-use
F8 to copy lines please !l!!

DEFAULT Default Journal - Itern Journal

(= 1=]

BatchMame. . . . . .. DEFAULT [E3)
Lnit of
Posting Document Location Measure Applies-to
Date Entry Type Mo, Item Mo, Description Code Quantity Code Unit Amount Amount Unit Cost  Entry
10.12.14 Purchase TOoooo7 I_AVRG1 [_AVRG1 BLLE 1 PCS 10,00 10,00 10,00 0
10.12.14 Purchase TOoooo7 I_AVRG1 [_AVRG1 BLLE 1 PCS 20,00 20,00 20,00 0
10.12.14 Purchase TOoooo7 I_AVRG1 [_AVRG1 BLLE 1 PCS 30,00 30,00 30,00 0
B| 10.12.14 Purchase  TOOOO7 I AVRG1 I AVRGI Fii swe 1 PCS ap,00 EONGT 40,00 D

:I The jeurnal lines were successfully posted.




ltem Card (Costing Mtehod=Average)

-~

1 AVRG1 L AVRG1 - Item Card (= [ @ ][=]
General | Invoicing | Replenishment I Planning | Foreign Trade | Item Tracking | E-Commerce I Warehouse |
o [ AVEG [ ﬂ Search Description . . . |[_AVRG1
Description . .« . . . I_AVRG1 Inventory, . . . . . . ' 4|
Base Unit of Measure . . |PCS Qty. on Purch, Order . . | o]
Bill of Materials . . . . . Qty. on Prod. Order. . . o

-

LAVRGL I_AVRGL - Itern Card

General I Imru::icind |F‘.ep|enishment | Planning | Far

Costing Method . . . . ﬂm =

Costis Adjusted. . . . . [+]
Costis Posted to GJL . .

Standard Cost . . . . . 219,50+ ] 10+20+30+40=100
UnitCost, v v v vy I 25,00 (%] é _

Overhead Rate . . . . . ' 0,00] 100/4_25

Indirect Cost %. . . . . ]

Last Direct Cost, . . . . 40,00

Price/Profit Calculation. . |Profit=Price-... [=]
Profit® . . . ... .. 58,33333

See next slide

UnitPrice. . . . .. .. &0,00




ltem Card (Costing Method=Average)

L AVRGL T AVRG] - Average Cost Calc. Overview

Valuation
Expand  Document Type Type Date Item Mao. Lnit Cost Cost is Adjusted  Entry Type Quantity
= Closing Entry 10.12.14 I_AVRG1 25,00 v
Increase 10.12.14 I_AVRG1 10,00 Purchase
Increase 10.12.14 I_AVRG1 20,00 Purchase
Increase 10,12, 14 I_AVRG1 30,00 Purchase
Increase 10,12, 14 T_AVRG1 40,00 Purchase

-1



Sales

e 1 Item without applied fixed application

Batch Mame . . .

Posting
Date

General | Invaicing | Replenishment | Planning I For

Costing Method
Cost is Adjusted

Standard Cost
Unit Cost . . .
Overhead Rate
Indirect Cost %%

Last Direct Cost

.+« . . [DEFAULT

DEFAULT Default Journal - Itern Journal

Document

Entry Type Mo,

#p |  10.12,14 Sale TOODDE

Item Mo,
I_AVRG1

Description
I_AVRG1

Costis Posted to G/L . .

..... Average =]
..... 718 50] ¥
..... | 0,00/
..... n]

40,00

Fii

Unit of
Location Measure
Code Quantity  Code
BLUE 1

See next slide

Unit Amount Amount
60,00

60,00

==
Applies-to
Unit Cost | Entry
25,01 0




Average Cost Calculation Overview

[ AVRG1 I AVRGL - Average Cost Calc. Overview

Valuation [
Expand DocumentType  Type Date Ttem Mao. Linit G ostis Adjusted  Entry Type Quantity |
» = Closing Entry 10.12.14 I_AVRG1 25,00 v 3
Increase 10,12,14 I_AVRG1 10,00 Purchase 1
Increase 10.12.14 I_AVRG1 20,00 Purchase 1
Increase 10.12.14 I_AVRG1 30,00 Furchase 1
1

Increase 10.12.14 I_AVRG1 40,00 Purchase
Decrease 10,12.14 I_AVRG1 25,00 Sale -1

ltem Ledger Entries for Item |_AVRG1

Itern [ AVRG1 L AVRGL - Itern Ledger Entries

Applied

Els'g'\,r to  Posting Document Location Invoiced Remaining Sales Amount Cost Amount {

Adjust  Date Entry Type DocumentType  MNo. Ttem Mo. Lot No. Code Quantity Quantity Quantity  {Actual) Entry Mo.  (Actual) Open |
10.12.14 Purchase TOOOOT I_AVRG1 BLUE 1 1 0 0,00 435 10,00 b
10.12.14 Purchase TOOOOT I_AVRG1 BLUE 1 1 1 0,00 436 20,00 v
10.12.14 Purchase TOOOOT I_AVRG1 BLUE 1 1 1 0,00 437 30,00 "’I
10.12.14 Purchase TOOOOY I_AVRG1 BLUE 1 1 1 0,00 438 40,00 v

4 10.12.14 Sale TOOO03 I_AVRG1 BLUE -1 -1 0 00,00 439 -25,00



End of the section XXX.




