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Purpose

Standardand
current costs

,
Product Costing Subsystem Overview @@

R eliable costinformation s essential in the ongoing effort to maximize company
profits. Servingnotonly the pricing function, cost data find numerous uses
throughoutamanufacturingsystem. Costfigureshelp you translate inventory
balancesinto consistent units for aggregation and provide the basis for prioritizing
exceptionsrequiringattention.

The Product Costing subsystem provides the facilitiesneeded to calculate reliable
productcosts. Using part, bill of material and routing information, MFGI1

supports the maintenance of frozen standards, while permitting «whatif, queries
that demonstrate the impacts of cost changes. MFG II also maintains separate

cost values for

e material

* |abor

» overhead, and

* outside processing.

The Product Costing subsystem maintains the two sets of part costs described in
the table below.

Part Cost Type Description

Standard MFG Il maintains standard costs in fields prefixed with
PAR-STD. Afterrecalculationat controlled intervals,
standard costs are used as the basis for all cost analysis
duringthe period.

Current MEFG II'maintains current costs in fields prefixed with
PAR-CUR. Currentcostsaccommodate cost variations

that may occur during the standard cost period. You can use
current costs to

* produce «what-ify simulations

 monitor discrepancies between actual and projected costs,
and

» provide a more realistic basis for pricing decisions.
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Features

Needmore
detail?

Product Costing Subsystem Overview, Continued @@

The Product Costing subsystem has the following features:

Calculating cost totals: You find a part’s total standard or current cost by
combining a variety of cost elements aftecting a part’s cost.

Extendinglowerlevel part costs: Using the manufacturingbills of material and
the routings for an assembly, you may rollup or extend costs for lowerlevel parts

in the assembly throughoutthe productstructure.

Reportingactual costs: The Product Costing subsystem accumulates actual labor
and material costs for a part against a work order.

Flexible reporting and query capability: The Product Costingsubsystem allows
you to view information on your terminal through the Query transactions or on
hardcopy reports produced through the R eport Transactions. The information
youmay view includes:

« standard and/or current cost data forall, arange, or specified parts

* asingle-level bill of material costed by standard or current costs

» amulti-level bill of material costed by standard or current costs, and

* areportdetailing the costimpact (on all affected end items) of aset of cost changes
tospecified components.

If you want more detail about the features described above or how to calculate
costs using the Product Costing subsystem, see the pages which follow.
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Introduction

Costelements

Determination of Cost Totals

@/

MEFG II combines a variety of cost elements to obtain totals for the following cost

components:

* labor
* material

« fixed overhead

« variable overhead
* outside costs, and
e material overhead.

You may also obtain a grand total for all costs.

MEG Il maintains the cost elements described in the table below for both standard

and current costs.
Cost |[Maintained for Description
Element
Material Purchased Parts Thisisthe cost of procurement. Shrinkage

shouldbe ignored when determining material
costs of purchased parts, since you typically
do not pay for rejected material.

Manufactured
Partts

If the bill of material for an assembly is to be
loaded, its material cost need not be set;

MEFG II can compute the material cost from the
material costs of the assembly’s components
andlabor from the routings. Whenmaterial
costs for manufactured parts are determined,
youshouldincorporate shrinkage in the

manual calculation. Formore information, see
the pages which follow called «Cost Rollupy.

Accumulated
Material

Manufactured
Assemblies

Thisis the total material value ofall the
assembly’s components. The system com-
putes thisby rolling up the bill of material.

Purchased parts: The accumulated material
cost should be zero.

Assembly
Labor

Manufactured
Assemblies

This 1s the standard labor value added in pro-
ducing one goodassembly from its compo-
nents. Production ofan assembly usually
requiresanumber of operations each having
a standard setup cost and standard unit cost
per piece produced.
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Determination of Cost Totals, Continued @

Costelements Cost

¢ Maintained for Description
(continued)

Element
Assembly [ Manufactured Obtaining standard assemblylabor cost::
Labor Assemblies Youwould follow these steps to obtain the
(continued) | (continued) assembly labor ofa unit produced.

1. Choosea «standardy lot size PAR-COST-
LOT)touseinapportioning the setup
costs.

2. Use this lotsize as the quantity to be
started and the shrinkage rate to determine
the quantity of good assemblies likely to
be produced.

3. Foreachoperation, multiply the per-piece
costby the typical number started.

4. Add the resultin Step 3 to the setup cost
forthe operation.

5. «Sum the totals obtained in Step 4 for all
operations of the assembly, and
« divide by the quantity of good units
produced.

Note: Ifroutingsareloaded, the system per-
torms all of the above steps for you. All you
need to do is choose the standard lot size.
Accumulated| Manufactured This1s the total labor value of all the assem-
Labor Assemblies bly’scomponents. The system computes this
by rollingup the bill of material.

Purchased parts: For purchased parts, the
accumulated labor cost should be zero.
Outside Assemblies that Thisis the cost of outside processing per unit
require processing without consideringshrinkage. Ifroutingsare
by outsidevendors | loaded, this cost can be rolled from the
routingforthe part.

Accumulated Manufactured Thisis the total value of outside processing
Outside assemblies with forall of the assembly’s manufactured compo-
outside processing nents. The system computes this whenitrolls
up costs through the bill of material.
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Costelements
(continued)

Obtaining
totals

Determination of Cost Totals, Continued

m

Cost Maintained for Description
Element
Fixed Each Part Thisis the overhead incurred by the partas it
Overhead passes through each work center. For each
work center the part passes through, there is
afixed dollaramount perhour. MFG Il rolls
this cost from the routing for the part.
Accumulated | An Assembly This is the sum of the fixed overhead costs
Fixed Over- incurred by alllowerlevel make parts.
head MEG Il rolls this cost from the bill of material.
Variable Each Part This 1s the overhead, as a percentage of labor
Overhead dollars, incurred by the part as it passes
through each work center. MFG Il rolls this
cost from the routing for each part.
Accumulated | A Manufactured This is the sum of variable overhead fora
Variable Assembly manufactured assembly incurred by alllower
Overhead level make parts. Thisis calculated by
MFG II as it rolls costs for the bill of material.
Material - Thisis the overhead associated with picking
Overhead and stocking material. Itis calculated asa
percentage of material costs.
Accumulated -— This1s the total material overhead fromlower
Material level components of the assembly. Thisis
Opverhead calculated during the bill of material roll up.
Overhead
MFG II obtains totals for the cost components in the table below using the

displayed combinations. Youmay display these totals using the reporting

options.
MEFG II obtains | By using..
this total. ..
Labor Assembly Labor + Accumulated Labor
Material Material Cost + Accumulated Material Cost
Fixed Overhead Fixed Overhead + Accumulated Fixed Overhead
Variable Overhead | Variable Overhead + Accumulated Variable Overhead
Outside Cost Outside Cost + Accumulated Outside Cost
Material Overhead Material Overhead + Accumulated Material Overhead
Total Cost All of the above totals from the lefthand column of the table
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Introduction

Description of
rollup

Setting costs

Rollup
transactions

Cost Rollup @

Using the manufacturingbills of material and the routings foran assembly,

MEG II can calculate (rollup) the cost of the assembly from the costs ofits
components and any labor applied at each level. You can use either the standard
or current cost fieldsin the calculation.

MEG Il will rollup or extend costs for lower level parts in the assembly
throughout the productstructure after you have set or modified costs for parts at
thelowestcomponentlevel.

Youuse the CHGCOST transaction to set a part’s cost. Typically, you will set
standard costs once per fiscal year or at some other regular interval.

Verifying component costs: Since assembly costs are calculated from the costs of
lower-level subassemblies and purchased parts, itis important to knowif the

costs going into the calculation have been set. MFG Il maintains a field for each

part to indicate whether costs have been set. The field contains the number of
lower-level parts which participated in the part’s cost calculation and were either

* purchased parts with a material cost of zero, or
» manufactured parts with anassembly labor cost of zero.

Ifthis field indicates there are such lower-level parts (by containing a value
greater than zeroy, you should treat the part’s assembly costs with suspicion until
investigating the component costs.

Youuse the following transactions to extend costs for lower level parts in the
assembly throughout the productstructure:

* ROLLSTD-toroll upstandard cost databased on bill of material effectivity at the
dategiven,and

* ROLLCUR-Torollupcurrentcost databased on bill of material effectivity at the
dategiven.

Applying shrinkage: By default, MFG Il will take an assembly’s shrinkage into
accountwhen performing one of the above rollup transactions. However, some
companies prefer not to include shrinkage in computing standard costs. Youmay
make aminormodificationto the ROLLSTD or ROLLCUR transaction to
eliminate shrinkage from the cost calculations.
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Cost Rollup, Continued

m

Costsincluded MFG Ilincludes the costs from the table below when calculating cost rollup for
anassembly. The followingtable describes the required inputand the
calculations performed by MFG II transactions.

intherollup
calculation

Trading
rollups

chased parts)

Cost Required Input Calculations
Material Y ou set material cost for a pur- o additional calculations
(costfor pur- | chased partusingthe CHGCOST | necessary)

transaction.

Labor

MPFG II determines these costs

The ROLLSTDand

(cost for fromthe standard routing foreach | ROLLCUR transactionsuse
manufactured | assembly. You enter expected thisinformation to calculate
assembly run and setup times and labor the labor cost fora manu-
rates for each assembly when factureditem.
creating routing operation records
usingthe R outing Control
subsystem.
Opverhead Youmaintainoverheadratesfor | The ROLLSTDand
rates each work center by using the ROLLCUR transactions cal-
ADDWCorCHGWCtransac- | culate theamountoffixed
tions within the Work Center and variable overheadin-
Controlsubsystem. curred by a part.
Outside Youusethe ADDOP transaction | The ROLLSTDand

inthe R outing Control subsystem
to define arouting operation asan
outside operation.

ROLLCUR transactionsroll
costs for outside operations
into the outside cost fields.

Since costs of individual parts may be modified, itisimportant to know whether
those changes have been rolled up to higherlevels. To track this, MFG Il records
the date of the last cost rollup for each part (for both the standard and current cost

fields).
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Background

Typesof
actual cost

Accumulating
actuallabor
costs

Accumulating
actual material
costs

Displaying
actual costs

ms
Actual Costs ®

MEG II also captures and reports actual costs and variances between these actual
costs and the frozen standard costs or current standard costs described previously
inthisdocument.

MEG II accumulates the following types of actual costs against a work order for a
part:

* actual labor costs incurred forapart, and

» actual material costs if you have implemented an interface between MFG Il andan
accounts payable system.

Whenyoureportactuallaboragainsta work order, using the Production Activity
Controlsubsystem OPACTYV transaction, MFG I captures the employee ID of
the personreporting the labor.

Using the employee ID, MFG Il determines the actual dollars paid to the
employee perhour.

The actual dollars of laborincurred against the work orderis the extension of the
time reported by the dollar value.

Note: Youmaintain the actual dollars per hour paid to the employee by using the
CHGEMP or ADDEMP transaction.

When material is picked and issued to a work order, MFG II

* picksupthe cost of the material fromthe accounts payable interface file, and
* aggregatesthe material costagainst the work order.

You can use the following transactions to display the actual costs information below:

* QWOLBRtodisplay detailed labor costs
* QWOHIST todisplay work order history data
* QOPLBRtodisplay labor costs for awork operation.
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Appendix A. Product Costing File Structure @

PART

WO ALLOCATION

v

EMPLOYEE |

WO-LABOR
WO-

| . OPERATION

b1

WORK
CENTER

WO-
MATERIAL

All rights reserved, including the right to reproduce this material or portions thereof.



Appendix B. Fields Used by the Product Costing @

Subsystem
Partfile fields

FIELD DESCRIPTION

Standard costs:

PAR-STD-MAT-COST A part’s material cost. The default is zero.

PAR-STD-OUTSIDE The cost of any outside processing by a
vendor. The defaultiszero.

PAR-STD-COST The derived total standard cost.

PAR-LAST-STD-CHG The date of the last change to one of the
part’s standard cost fields (other than by a bill
ofmaterial rollupy. The defaultis LOW -
DATE.

PAR-STD-COST-REV Therevisionlevel usedin calculating
standard costs.

PAR-STD-NUM-ZERO The number of components atany level
within this part’s structurey which had a zero
material cost or were make parts with zero
STD-ASSY-LABOR atthe time ofthe last
costrollup. The defaultis zero.

PAR-LAST-STD-TOT The last date a cost rollup was performed for
the standard costs of the part. The defaultis
LOW-DATE.

PAR-ACCM-SFIX-OH The total standard fixed overhead cost of all
components.

PAR-ACCM-SMAT-OH The total standard material handling overhead
costforall components.

All rights reserved, including the right to reproduce this material or portions thereof. Continued on next page

10



Partfile fields
(continued)

Appendix B. Fields Used by the Product Costing @®
Subsystem, Continued

FIELD DESCRIPTION

Standard costs (continued):

PAR-ACCM-SVAR-OH The total standard variable overhead cost of
allcomponents.

PAR-LAB-SVAR-OH$ The standard variable overhead cost per
piece.

PAR-STD-ACCM-LAB The total standard labor cost of all
components.

PAR-STD-ACCM-MAT The total standard material cost of all
components.

PAR-STD-ACCM-OUT The total standard outside cost for all
components.

PAR-STD-ASSY-OUT The standard cost of outside operations per
piece.

PAR-STD-LAB The standard labor cost per piece.
PAR-STD-MAT-OVHD The standard material handling overhead per
piece.

PAR-STD-SFIX-OH$ The standard fixed overhead cost per piece.

Current costs:

PAR-CUR-MAT-COST The part’s material cost. The defaultis zero.

PAR-CUR-OUTSIDE The cost of any outside processing by a
vendor. The defaultis zero.

PAR-CUR-COST The derived total current cost.

PAR-LAST-CUR-CHG The date of the last change to one of the

part’s current cost fields (other than by a bill
ofmaterial rollupy. The defaultis LOW -
DATE.

All rights reserved, including the right to reproduce this material or portions thereof. Continued on next page
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Appendix B. Fields Used by the Product Costing @
Subsystem, Continued

Partfilefields
(continued) FIELD DESCRIPTION

PAR-CUR-COST-REV Therevisionlevel usedin calculating current
COsts.

PAR-CUR-NUM-ZERO The number of components atany level
within this part’s structurey which had a zero
material cost or were make parts with zero
CUR-ASSY-LABOR atthe time ofthelast
costrollup. The defaultis zero.

PAR-LAST-CUR-TOT The last date a cost rollup was performed for
the current costs of the part. The defaultis
LOW-DATE.

PAR-ACCM-CFHFX-OH The total currentfixed overhead cost of all
components.

PAR-ACCM-CMAT-OH The total current material handling overhead
costofall components..

PAR-ACCM-CVAR-OH The total current variable overhead cost of all
components.

PAR-CUR-ACCM-LAB The total currentlabor cost of all
components.

PAR-CUR-ACCM-MAT The total current material cost of all
components.

PAR-CUR-ACCM-OUT The total current outside cost of all
components.

PAR-CUR-ASSY-OUT The current cost of outside operations/piece.

PAR-CUR-CFIX-OH$ The currentfixed overhead cost/piece.

All rights reserved, including the right to reproduce this material or portions thereof. Continued on next page
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Partfile
fields
(continued)

Constantfile
fields

Appendix B. Fields Used by the Product Costing @

Subsystem, Continued

FIELD

DESCRIPTION

PAR-CUR-LAB

PAR-CUR-MAT-OVHD

PAR-LAB-CVAR-OH$

The currentlabor cost per piece.

The currentmaterial handling overhead per
piece.

The currentvariable overhead cost per piece.

FIELD

DESCRIPTION

CON-STD-OVHD-%

CON-CUR-OVHD-%

CON-LST-SOVHD

CON-LST-COVHD

CON-LAST-STD-CHG

CON-LST-SYS-CUR

CON-LAST-STD-TOT

A single factor for all parts which is used to
burden the material cost to account for
overhead. The defaultis zero.

A single factor for all parts which is used to
burden the material cost to account for
overhead. The defaultis zero.

The date of the last change to the standard
material overheadrate. The defaultis LOW-
DATE.

The date of the last change to the current
material overhead rate. The defaultis LOW -
DATE.

The date of the last change to a standard cost
field of any part.

The date of the last change to a current cost
field of any part.

The last date a cost rollup was performed for
the standard costs of all parts. The defaultis
LOW-DATE.

All rights reserved, including the right to reproduce this material or portions thereof. Continued on next page
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Constantfile
fields

(continued)

Operationfile
fields

Appendix B. Fields Used by the Product Costing @
Subsystem, Continued

FIELD

DESCRIPTION

CON-LAST-CUR-TOT

CON-STD-TOT-EFF

CON-CUR-TOT-EFF

The last date a cost rollup was performed for
the current costs of all parts. The defaultis
LOW-DATE.

The effectivity date used in the last standard
costrollup ROLLSTD). The defaultis
LOW-DATE.

The eftectivity date used in the last current
costrollup ROLLCUR). The defaultis
LOW-DATE.

FIELD

DESCRIPTION

Current costs:

OPE-SETUPL-CCOST

OPE-SETUPM-CCOST

OPE-RUN-CCOST

OPE-REWORK-CCOST

OPE-CUR-LAB$

OPE-CVAR-OH$

OPE-CFIX-OH$

OPE-COUTSIDE

The current setup cost oflabor at an operation
withinawork center.

The current setup loss cost of an operation
withinawork center.

The currentlabor cost of an operation for the
lot size used for cost.

The current cost of rework atan operation
withinawork center.

The total currentlabor cost ofan operationin
awork center for the lot size used for cost.

The current variable overhead cost per cost
lot.

The current fixed overhead cost per costlot.

The current outside cost per costlot.

All rights reserved, including the right to reproduce this material or portions thereof.
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Appendix B. Fields Used by the Product Costing @
Subsystem, Continued

Operationfile
fields FIELD DESCRIPTION
(continued)
Standard costs:
OPE-SETUPL-SCOST The standard setup cost of labor at an
operation withinawork center.
OPE-SETUPM-SCOST The standard material loss cost of an
operation withinawork center.
OPE-RUN-SCOST The standard labor cost of an operation for
the lot size used for cost.
OPE-REWORK-SCOST The standard cost of rework at an operation
withinawork center.
OPE-STD-LAB$ The total standard labor cost of an operation
in a work center for the lot size used for cost.
OPE-SVAR-OH$ The standard variable overhead cost per cost
lot.
OPE-SFIX-OH$ The standard fixed overhead cost per cost lot.
OPE-SOUTSIDE The standard outside cost per cost lot.

All rights reserved, including the right to reproduce this material or portions thereof.
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Appendix C. Product Costing Subsystem Transactions @

Update
transactions  TRANSACTION PURPOSE
CHGCOST Modify a part’s standard or current cost data.
CHSCOST Enter or modify a part’s standard cost data.
CHCCOST Enter or modify a part’s current cost data.
CHGOVHD Enter ormodify the standard or current
material overheadrate.
CURTSID Copy the current cost values into the standard
cost fields.
ROLLSTD Rollup standard cost data, based on
effectivity atthe date given.
ROLLCUR Rollup current costdata, based on eftectivity
atthe date given.
Query
transactions TRANSACTION PURPOSE
QSTDCST Display standard cost data for specified parts.
QCURCST Display current cost data for specified parts.
QCOST Display standard and current cost data for
specified parts.
QSTDBOM Display asingle level bill of material costed
by standard costs.
QCURBOM Display asingle level bill of material costed
by current costs.
QSTDIBM Display amulti-level bill of material costed by
standard costs.
QCURIBM Display amulti-level bill of material costed by
current costs.
All rights reserved, including the right to reproduce this material or portions thereof. Continued on next page
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Query
transactions
(continued)

Report
transactions

/

Appendix C. Product Costing Subsystem Transactions,@ ®

Continued

TRANSACTION PURPOSE

QWOLBR Display detail labor cost for a work order.

QWOHIST Display work order history data.

QOPLBR Display labor cost for a work order
operation.

TRANSACTION PURPOSE

LSTSCST Printa list of all, a range, or specified parts
showing standard cost data.

LSTCCST Printa list of all, a range, or specified parts
showing current costdata.

LSTCOST Print a list of all, a range, or specified parts
showingstandard and current cost data.

STDBOM Printasingle-level bill of material costed by
standard costs.

CURBOM Printasingle-level bill of material costed by
current costs.

STDIBOM Printamulti-level bill of material costed by
standard costs.

CURIBOM Printamulti-level bill of material costed by
current costs.

WHATIF Printareportdetailing the costimpact conall

aftected end items) of a set of cost changes to
specified components.
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