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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

Cost of Goods
Sold

Ending

Inventory

Beginning
Inventory
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Inventory costing overview




Costing methods (FIFO)
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Cost flow assumption

User

Fixed Application

\/"

Link

A

Application Method

Costing Method

95eaJ1Ja(



Accounting and inventory

oD
Startin.g Date ‘ Value of Quantity on Hand ‘
‘ Value of Inventory Increases ‘
‘ Value of Inventory Decreases ‘
Endin.g Date ‘ Inventory Value on Ending Date

-



Inventory costing flow- zccovani mnosstui
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Inventory costing flow- zuctovani hodnoty

Direct Costs>
@rect Costs
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Inventory posting flow

=

Inventory Increase Inventory Decrease
Item Ledger ) Application Entry \ ltem Ledger
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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

Viz oznacovani polozek s pomoci Sarzi !l Vybér vyrovnani je urCovan
uzivatelem.



Application algorithm -.goritmus wrovnavant

Is there a fixed application?
i .
Are there Item Tracking Lines?
" ‘ P
What is the costing method?
N TRy

Item Application Entry




Sta N da rd — pevna cena

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 -pevné vyrovnani

o
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
17472010 ) -30 6 3




Average Cost Calculation

Average Cost Period
i~

* Day
* Week
* Month

* Accounting period

Average Cost Calculation Type

iy, —

* For each item

location, and

Valuation Date

(« For each item}

lLvariant

ST RN,

Average Cost

Stock Keeping unit
(Skladové jednotky)




Inventory Value determination

Posting

Inventory Transaction

o

Reconciliation

Value Entries

(polozky ocenéni)

Item Ledger Entries

(polozky zbozi)

>,

General Ledger

Entries
(hlavni kniha)




Average Cost calculation setup

Inventory Setup

General

Automatic Cost Posting: ]

Expected Cost Posting to G/L: ]

Automatic Cost Adjustment: |Mever vl
Average Cost Calc. Type: |Iter‘r1 v|
Average Cost Period: |Day1 vl

Copy Cormments Order to Shpt.:
Copy Comments Order to Rept.
Outbound Whse. Handling Time: | |

Inbound Whse, Handling Time: | |




Average Calculation per day

Invoicing
Costing Method: |A\rerage v|
Cost is Adjusted:
Cost is Posted to G/L: Mo
Standard Cost: | 0 DD|
L ]
Unit Cost: | |
Overhead Rate: | DrD[II|
Indirect Cost | Dl
L 1
Last Direct Cost: 14,00
Price/Profit Calculation: Profit=Price-Cost e
Profit %: | 0
Average Cost Calc. Overview -
Type Valuation Item Mo.
Date
4 Closing Entry 31.01.2017  AVRG_M
Increase 31.01.2017  AVRG_DM
4 Closing Entry 01.02.2017  AVRG_01
Increase 01.02.2017  AVRG_O1
4 Closing Entry 02.02.2017  AVRG_M
Increase 02.02.2017  AVRG_01

Unit Cost

10,00
10,00
11,00
12,00

14,00

Cost
(-3

O

O
O
O
O
O

Type to filter (F3)

Entry Type Cluantity
1
Purchase 1
2
Purchase 1
3
Purchase 1

Type

Cost Amount
(Expected)

0.00
0.00
0,00
0,00
0.00
0.00

3 times Purchase of one item
With Costing methods=Average,
Costs 10, 12 and 14 ->36/3=12

e
Mo filters applied

Cost Amount

(Actual)

10.00

10.00

22,00

12,00

36,00

14,00

W



Average Cost Calc. Overview -

Type

4 Closing Entry

4 Closing Entry

Increase

Decrease

Increase

Increase

Average Calculation per day

Valuation
Date

31.01.2017
31.01.2017
31.01.2017
01.02.2017
01.02.2017
02.02.2017
02.02.2017

Itern Mo.

AVRG_01
AVRG_01
AVRG_01
AVRG_01
AVRG_01
AVRG_01
AVRG_01

Unit Cost

0.00
10,00
2,00
12,00
8,00
14,00

Cost
is ...

ooooood

~| =

Mo filkers applied

Type to filter (F3) Type
Entry Type Cuantity Cost Amount
(Expected)
0 0.00
Purchase 1 0.00
Sale -1 0.00
1 0.00
Purchase 1 0,00
2 0.00
Purchase 1 0,00

Cost Amount
(Actual)

-10,00
10,00
-20,00
2,00
12,00
16,00
14,00

b4

We have sold by use of item journal one item with cost (manually entered) 20,
so Closing Entry is 36-20=16 and Unit Cost per one item is 16/2=8

Posting
Date

31.01.2017
01.02.2017
02.02.2017
31.01.2017

Entry Type

Purchase
Purchase
Purchase

Sale

Document Type

Document
Ne.

T00002
TO0003
TO0004
TO00D3

Item Descrip...
No.

AVRG_01
AVRG_D1
AVRG_D1
AVRG_D1

Location
Code

MODRY
MODRY

e
MODRY

Quantity Lot No.

Invoiced Remaining  Sales Amount  Cost Amount  Cost Amount  Open  Order Type

Quantity Quantity (Actual) (Actual)  (Mon-Invtbl.)
1 0 0,00 10,00 0,00
1 1 0,00 12,00 0,00
1 1 0,00 14,00 0,00
-1 0 0,00 -20,00 0,00

OxEREd

Entry No.

359
360
361
362



After adjustment

=5t Report (Mot Posted)

slus Entry: [tem Noo AVRG 01

Inventony Mfg. Direct Manufacturi
nti Item Ledger Document Source  Posting Posting Inventory Direct Cost Overhead Purchase Cost ng Ovhd WIF Expected
o. Entry Type No. No. Group Date COGS Adjustment Applied Applied Variance Variance Variance Inventory Inventory  Cost
em
ANRG_M  Average_[M
25 Purchase TODD02Z PRODEJ .07 -10.00 10,00 Mo
28 Szl TODDOE PRODEJ .07 20,00 -20,00 Mo
ez Sale TODDOS PRODEJ 1N.0A7 -10,00 10,00 Mo
25 Purchase TODDO2 PRODEJ 01.02.17 -12,00 1200 Mo
2T Purchase TODD04 PRODEJ 020217 -14,00 1400 Mo
Inventory Cost Posted to GIL 10,00 =36, 00 26,00

Values entered were 10+12+14 and finally applied value after sales was 10, so
36-10=26 = ending inventory value

Invoicing
Costing Method: Average j
Cost is Adjusted: =
Cost is Posted to G/L: MNo
Standard Cost: —D,DD
Unit Cost: —'I'J‘,DD . > 26/2=13
Owerhead Rate: 0,00
Indirect Cost % | 0
Last Direct Cost: | 14,00
Price/Profit Calculation: rofit=Price-Cost -

Profit % | 0



After adjustment

Inveoicing
Costing Method: Average j
Cost is Adjusted: b
Cost is Posted to G/L: Me
Standard Cost 00 | . So manually entered unit cost=20 was
e — = replaced by applied item entry with cost 10
Indirect Cost % | 0
Last Direct Cost: | 14,00
Price/Profit Calculation: [Profit=Price-Lost j
Profit %: | 0
U LIS appiiEd
Type Valuation Item Mo, Unit Cost Cost  Entry Type Cluantity Cost Amount Cost Amount
Date is ... (Expected) (Actual)

i# Closing Entry 31.01.2017  AVRG_01 0.00 0 0.00 0.00
Increase 31.01.2017  AVRG_01 10,00 [] Purchase 1 0,00 10,00
Decrease 3I.01.2017  AVRG_D1 10,00 [] Sale -1 0,00 -10,00

4 Closing Entry 01.02.2017  AVRG_D1 12,00 1 0,00 12,00
Increase 01.02.2017  AVRG_01 12,00 [ Purchase 1 0,00 12,00

4 Closing Entry 02.02.2017  AVRG_01 2 0,00 26,00
Increase 02.02.2017  AVRG_01 14,00 [ Purchase 1 0,00 14,00



End of section

(Costing methods)




